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Investment Gaps in Primary Education 

Though systems of non-formal schooling are valuable, universal 
education and mass literacy cannot be achieved without the establishment 
of universal formal schooling However, the costs of getting every 
child in India into school in the next five years are very large and vary 
across states, depending on current achievements While resources 
alone cannot transform conditions without appropnate socio-political 
changes and commitments trom governments, teachers and parents, a 
financial allocation of the order of 3 per cent of ODP is required to 
make the policy of universal pnmary schooling meaningful 39 

Nation under Siege 

It IS only by separating the two interrelated issues of civil society- 
modemity and political society-democracy that we will begin to see the 
dimensions of power and political strategy without an awareness of which 
the proposals to ‘move beyond the nation' are quite likely to strengthen 
inequalities and defeat the struggle for democracy the world over 30 

Puppets on the Periphery 

A sensational libel case in the year 1862 in Bombay, the then emaging 
centre of education and commerce, and involving a religious leader and 
a social reformer, each supported by major sections of society, brought 
out the complex elements underlying 19th century Gujarati society and 
the tensions generated by efforts to change them 46 


Planning for EmpowemiNit I 'Third’ Factor 


Despite the acclaimed advantages of 
decentralisation of planning and 
repeated commitments made in 
support of It, the planning process 
in India has remained highly 
centralised Against IhiSWkground, 
the ail-round support received by 
the People’s Campaign initiated by 
the Kerala State Planning Board to 
empower panchayats and municipal 
bodies in the state to draw up Ninth 
Plan schemes within their respective 
areas of responsibility has far- 
reaching implications 53 


Indian Languages Press 

The changes qf the past 20 years in 
Indian languages newspapers are 
obvious but largely unstudied A 
new senes examining developments 
in the press in the major Indian 
languages begins with a review of 
Malayalam newspapers 18 


Monetary Puzzle 

The complex phenomenon of expand¬ 
ing liquidity, high interest rates and 
low credit offtake is both the cause 
and the consequence of the slow¬ 
down of the economy, especially the 
industnal and service sectors 11 


Diminishing Returns 

The case for dispensing with 
uralateral trade sanctions is strong 
on grounds both of principle and 
the enlightened self-interest of the 
countries concerned 29 


In the current polarisation of 
political forces m UP, the kurmis 
and koens constitute a floating 
votebank, forming as they do 
sections within the backward castes 
which have fallen out with the 
backward castes' traditional 
representatives but are not going the 
BSP or BJP way But whichever 
way this ‘third’ factor tilts the 
balance of social forces, politics in 
UP IS moving away from the liberal 
centnst tendencies of old 22 


Idle Land 

In a metropolis starved of land for 
housing, commerce and recreation, 
the continuing indecision about the 
land belonging to the textile mills in 
Mumbai has hurt the city, the poor 
and rich alike 24 


Elusive ScluHarship 

In many of our mofussil centres of 
learning there is an odd coexistence 
between starry-eyed reverence for 
foreign learning and a sort of 
drugged incuriosity and intellectual 
paralysis 26 


Hidden World 

The immense secret economy of 
narcotics, makmg and breaking 
governments and political leadm 
and filtenng funds through half the 
world s banking system, is also a 
collection of permanently warring 
crypto-states 27 










LETTERS TO EDITOR 


Pakistan-India Peoples’ 
Convention 

THE Third Joint Convention of Pakistan- 
India Peoples* Forum for Peace and 
Democracy held in Calcutta has released the 
following statement to the press; 

More than 300 Pakistanis and Indians 
met in Calcutta for the Third Convention 
of the Pakistan-India Peoples' Forum 
for Peace and Democracy formed in 
September 1994. Of the 167 Pakistani 
delegates present at the convention from 
diverse regions and varied professional 
backgrounds, 142 had crossed the border 
by rail and road, itself a historic event in 
the SOth year since Independence and 
Partition. 

At the four-day convention, held between 
December 28 and 31, 1996, delegates had 
intensivediscussionstodevclop action-plans 
on four major themes that had been adopted 
by the Fonim through the I.,ahore Declaration 
in September 1994; dcmilitarisution, 
denuclearisation and peace dividends, reli- 
giuus intolerance, Kashmir and 
governance and gender justice. They also 
reviewed their journey through the first 
50 years of independence. Postures and 
policies adopted by the two states have 
deprived the people of the promise of 
freedom. Diversion of precious resources 
to wars and preparation for war had 
condemned millions of people in the two 
countries to poverty and squalor. Tliis has 
resulted in the denial of people’s 
fundamental rights and basic needs like 
health, education, housing, etc. 

On the fourth and final day, the conven¬ 
tion endorsed and reiterated the Forum’s 
standpoint contained in the Delhi and 
Lahore resolutions and unanimously 
adopted the following Calcutta Declaration. 

* The most fundamental interest of the 
people of Pakistan and India, as also of 
the south Asian region as a whole, de¬ 
mands that both countries celebrate the 
Fiftieth Anniversary of Independence by 
taking a solemn pledge to devote the 
second half century of freedom to realising 
the shared aspirations of the people for 
peace, democracy, justice, tolerance, and 
equal opportunities for all citizens 
regardless of belief, ethnicity, gender and 
social status. 

* That in order to realise this objective, the 
two states must sign, by August 14-15.1997, 


a comprehensive treaty providing for the 
employment of internationally recognised 
mechanisms of mutual negotiation, 
mediation and arbitration for conflict 
resolution that could guarantee durable 
peace. 

* That the two states must enter into bilateral 
agreements to ensure the following ; 

- Free travel across the border 

- Free exchange of information and 
publications and rcductionof communication 
and travel costs 

- Removal of trade barriers and grant of 
MFN status to each other 

* That while celebrating the Fiftieth 
Anniversary of Freedom, the people lejoice 
in one another’s freedom and integrity. 

* That the members of the Forum have 
a historic responsibility to carry out the 
action plan adopted at the convention in 
particular. 

Demilitarisation, denuclearisation and 
peace dividem/t; The members of the Forum 
must U.SC all means available to them to 
persuade their respective governments to 
adopt effective confidence building measures 
to agree not to use military capabilities 
against each other. To stop intermittent 
firings across the border. To put an end to 
proxy wars and to demilitarise Siachen. 
Both governments must ensure transpare¬ 
ncy in their defence budgets. The Forum 
members should redouble their efforts to 
secure an agreement between the two 
countries to desist from nuclear prepara¬ 
tions and work for regional disarmament 
and a nuclear-weapons-free world. A 
public campaign should be launched to 
ensure that the resources released by reduc¬ 
tion in defence expenditure arc devoted 
exclusively to meeting the people’s basic 
needs. 

The convention calls upon the national 
committees of the Forum to mobilise all 
groups and associations concerned with 
basic freedoms and rights in their respec¬ 
tive countries to secure the objective of 
genuine participatory democracy, to 
sponsor and undertake comparative 
studies in decentralisation of authority to 
facilitate m aningful contacts between 
professionals, especially lawyers, farmers, 
traders, academics, scientists, physicians, 
women’s activists and media persons 
for sharing of experiences and to help 
evolution of common strategies to deal 
with the effects of global shifts in areas 
of governance and economy. 


Religious intolerance: The national 
committees should create national and, 
joint subcommittees to combat intoler-J 
ance and prejudice in the following areas: 
education, specifically the teaching of 
history; media and performing arts; state, 
law and politics; literature and culture. 
Priority should be attached to supporting and 
replicating projects like Communaiism 
Combat’s Khoj (removal of prejudice and 
distortion fromhistory works), co-operation 
among media persons, exchange of writers 
and students, evolution of uniform 
guarantees of human rights in laws and 
codes, relief to persons detained across 
borders, rights of migrant labour and 
promotion of dialogues amongst religious 
scholars. 

Kashmir: The Forum will work toward 
creating favourable public opinion to 
make it possible for the two governments 
and the people of Kashmir to find a 
solution to this long-standing problem. 
The following recommendations are 
made: 

(1) The PIFPD joint committee on Kashmir 
will hold regular meetings with Kashmir 
leaders on both sides of the LOC. The 
understanding obtained from these meetings 
can be used for recommending the future 
course of action. 

(2) The joint committee on Ka.shmir will 
attempt to organise a meeting where 
repre.scntatives of Kashmir from both sides 
of the LOC can come together. 

(3) Activities will be undertaken whirh 
educate people and decision-makers abotsi 
the facts and real issues about Kashmir 
and the urgency for resolving the conflict. 
In particular it is recommended that a 
newsletter should be published by the 
Forum. The joint committee should also 
organise meetings with parliamentarians 
to acquaint them with issues which 
concern peoples of India and Pakistan. 
Gender Justice: Given the lack of gender 
justice in the legal systems of the two 
countries, the Forum decided to formulate 
a Joint Charter of Egalitarian Principles 
which will be the determining factor in 
civil, religious and personal laws in both 
countries. It shall campaign and lobby 
with the governments and the citizens 
of the two countries to commit themselves 
to this charter. 

E DEENADAYALAtf 

New Delhi 
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All for Foreign Capital 

T he United Front government has been galvanised into 
action on the so-called economic reforms, driven entirely 
by short-term concerns; on the political plane the Congress 
Party’s threat to withdraw support and on the economic front 
the persistent depression in the capital market. The prime 
minister and the finance minister have loudly and repeatedly 
proclaimed that they are seriou.s about speeding up the reforms, 
though all their actions and policy pronouncements have been 
directed only towards increased flow of foreign capital as the 
answer to the shortage of domestic saving and investment and 
towards rapid fiscal correction, about the slow pace of which 
foreign investors have been expressing some anxiety. The 
irony ol it ail is that even as reform measures are being 
proclaimed from different business fora, there is, more by way 
of form than substance, a paral lei debate within the government 
and outside about the sue, goals and priorities of the Ninth 
Plan which is to begin this April and which ostensibly focuses 
on the problems of poverty, unemployment and social 
deprivation. Except for vague statements that the economic 
reforms centre on people and not the market or output or even 
quality, the finance minister has given no indication how for 
people below the poverty line and ’other socially deprived 
sections the reforms will provide access to basic needs such as 
food security, health care and education. There has been no 
suggestion that the renewed emphasis on economic reforms is 
■it all related to the goals and targets being set out for the Ninth 
Plan. These developments further reinforce the popular 
perception that the planning process in the country has lost all 
social relevance Every crisis faced by the economy has been 
taken advantage of by those in power, irre.spective of their 
party and political colours, to further the goal of globalisation 
of the economy and to encourage and enlarge the operation of 
foreign capital and business in the country. 

The latest policy pronouncements and the promises of 
further reforms afe all primarily geared to further opening the 
frontiers of the economy for foreign capita! and tr^e. While 
Indian businessmen represented in the three apex chambers of 
industry which have been involved in the recent deliberations 
with the government claim to have got the impression that the 
authorities would assign due importance to domestic industry 
“with the emphasis on foreign investment until now moving 
away a little”, the government has done little in that direction 
except hold out the assurance that if there was any discrimination 
against the domestic industry it would be looked into. 

The government has begun by further liberalising foreign 
[direct investment quite signiFicantiy. It has decided to allow 
automatic approval of PDI up to as much as 74 per cent in nine 
industry groups in the infrastructure sector, core sector and 


“those having significant export potential”. The government 
has also expanded the list of industries qualifying for automatic 
approval involving foreign equity up to 51 per cent to include 
16 more industry groups covering a mixture of consumer 
goods, services and metallurgical industries. In the case of the 
mining of iron ore and other metallic ores like manganese ore, 
chromite, bauxite and copper as well as non-metallic ores, 
automatic approval of SO per cent foreign equity has been 
permitted. Admittedly, the industry ministry has had to accept 
the ceiling at SO percent because the ministry of mines was not 
agreeable to amending the 1993 policy which prescribed such 
a ceiling. The prime minister, the finance minister and the 
industry minister have repeatedly emphasised in different fora 
in recent days that the larger inflow of FDI is essential for 
achieving high and sustained economic growth of 7 per cent. 
The question is not whether the FDI i; essential or not for high 
growth but what kind of FDI and what are the other requirements 
along with FDI for achieving broader economic goals. Such 
questions have not been found to be relevant by the authorities. 
In fact, the government takes great pride in the fact, as 
emphasised by the finance minister at his meeting widi 
industrialists, that there has been a SO per cent increase in FDI 
and portfolio flows between April-Octobcr 199S and April- 
October 1996. 

The second measure announced on the eve of the new year 
is the doubling of the quantity of gold allowed to be brought 
into the country by non-residents from S kgs to 10 kgs at an 
unchanged import duty of Rs 220 per 10 grams to be paid in 
convertible currency. An amazing justification advanced by 
the finance minister for this mea.sure is that it will not only 
substantially curb smuggling but also .shore up the gold reserves 
of the country, besides bringing in more revenue to the 
government. It is common knowledge that gold import by 
NRIs has been essentially a substitute route for smugglers and 
so the claim that smuggling would be curbed by allowing 
larger NRI import of gold is specious. Likewise, stimulating 
gold hoarding in the country has obviously a heavy opportunity 
cost in the fonp of siphoning off of current savings. When the 
country is desperately in need of larger domestic savings for 
productive investment, such unproductive use of resources 
will only be at the cost of investment and development. As it 
is, the gold import policy has considerably stimulated 
consumption of gold in the country. From about 1 SO tonnes of 
gold smuggled into the country in 1991, total imports through 
both the official and clandestine routes is estimated to have 
shot up to 384 tonnes in 199S (249 tonnu official and the 
balance of I3S tonnes smuggled). The ‘hawala’ rate for the 
dollar continues at Rs 38.7S to Rs 39, representing a clear 
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Ra 3 per (k>U8r premium on the official rate 
of R» 35.75 to Rs 37.83. 

Apart fnxn the measures thiU have been 
aire^y announced, the prime minister and 
the finance minister promised representatives 
of the three apex chambers of commerce and 
a group of economists at a meeting on 
December 31 that a series of further measures 
would be announced within 1S days (this has 
now been amended to before the prime 
minister leaves for Davos to attend the World 
Economic Summit at the end of the month). 
These pronouncements and promises have 
been reiterated in the presence of foreign 
dignitaries including the British prime 
minister who attended the Indo-Brilish 
Partnership conference in Calcutta and at 
special press conferences in connection with 
the conference. The rinance mini.ster has 
off^ered the confident assurance that he would 
achieve rapid fiscal correction in the next 
two years, 1997 and 1998, something that 
all foreign agencies including the IMF and 
World Bank and foreign investors have been 
pressing for. Admitting that not more than 20 
to 25 per cent of the fiscal correction was 
pos.sibie through expenditure control, as 
Rs 60,000 crore were pre-empted by interest 
payments and another Rs 9,000 crore each 
by defence wages and salaries and establish¬ 
ment expenses; the fiscal correction would 
take the form of reducing tax rates, simplifying 
tax rules and making more people pay taxes 
thro"gh the threat of stiff penalties. The 
mea.sures propo.sed would include lowering 
of interest rates, taking a fresh look at the 
minimum alternate tax (MAT) and en¬ 
couraging domestic industry to play a larger 
role in the economy. Simultancoasly. it has 
been reported that the cabinet committee on 
economic affairs has cleared the proposal to 
phase out restrictions on i mport of consumer 
durables on BOP considerations by the year 
2(X) I. Apparently the government strategy is 
to immediately move consumer durables to 
the list of special import licences (SIL) and 
then put them on the open general licence. It 
has also been disclosed through selective 
leaks to the press that the government is 
planning to come out with its maiden foreign 
sovereign borrowing, of about $200-300mn, 
in the 1997-98 budget. Apart from legislation 
on money laundering, the government has 
promised to introduce amendments to the 
Sick Industrial Companies (Special Pro¬ 
visions) Act purportedly to tackle industrial 
sickness in both private and public sectors 
more effectively. The finance minister has 
also referred to reforms introduced in the 
power sector whereby, inter alia, (a) approval 
of thermal power stations up to250 MW is to 
be left to the state governments, and (b) 
tariffs for the agncultural sector will not be 
less than 50 paise per kwh, which would be 
brought up to 50 per cent of the average cost 
of power generation in three years’ time. 


That the reform measures have been 
orchestrated to show that the UF government 
is serious about them is evident from the 
simultaneous RBI measures in the form of 
(a) substantial relaxation of foreign ex¬ 
change payment ceilings for II types of 
current account remittances, and (b) 
permitting authorised foreign exchange 
dealers to use interest rate, currency as well 
as forward rate swaps to hedge their own 
asset-liability portfolios, unlike hitherto when 
they were allowed to structure .such hedging 
products only for their corporate clients. 

What docs one make of these policy 
changes? First, there is no doubt that the 
government is wholeheartedly pursuing the 
reforms which the Congress government had 
initiated. It looks as though the Deve Gowda 
government has succeeded in garnering what 
It calls a broadening of consensus on 
economic reforms, particulariy now that West 
Bengal chief minister Jyoti Basu has 
expressed the same sentiments as the prime 
minister at the recent Indo-British Partnership 
conference. Secondly, the reform process is 
increasingly moving towards the opening up 
of the external sector which is also linked to 
the government’s broader stance on the 
issues being posed before the World Trade 
Organi.sation (WTO). Here again, the Deve 
Gowda government’s approach seems to be 
the same as that of the Congress one and, it 
is clear, domestic entrepreneur will have to 
fall in line with the opening up process. 
Thirdly, except for external sector libera¬ 
lisation, the reform agenda now seems to tie 
up with the demands of the apex trade bodies 
which have been unanimous in asking for 
such reforms as review of FERA, clearing 
of pending power projects and mobilising of 
unaccounted money, wealth and incomes for 
productive purposes. The government may 
announce these measures by the end of the 
month. 

It is unfortunate that in all these exercises, 
little thought has been given to the most 
crucial constraint faced by the economy, the 
inadequacy of domc.stic saving. Even the 
absorption of foreign capital much beyond 
existing levels requires higher domestic 
saving. The decision to allow larger import 
of gold is a clcarinstanceof the government's 
distorted perspectives. The excessive 
importance given to the capital market 
represents another distortion in the thinking 
of the government. Except for structural 
reforms int nded to minimi.se speculation 
and curb unhealthy practices, it is better that 
the capital market is left alone. Instead, it is 
more relevant to focus on real sector issues 
such as domestic saving and investment, 
leading the capital market to fall in line. 
Finally, the way foreign investors have viewed 
India as a sub-continental economy with a 
large domestic market, the larger inflow of 
foreign capital is .sure to impose a heavier 


foreign exchange burden on the economy 
and eventually contribute to a continuing 
destabilisation of India’s external sector. 

MEDICAL RESEARCH 

Sidelined Ethics 

THErecent controversy over the trial surgical 
procedures conducted by a private eye 
hospital and research institute in Hyderabad 
using foetal tissue focuses attention on the 
extremely poor research monitoring regiine 
in India. The institution had been conducting 
experimental surgery using foetal tissue for 
the treatment of .some intractable forms of 
retinal blindness for some time. According 
to the hospital sources, the human trials were 
undeqtaken, simultaneously in India and the 
US, only after ’successful’ animal 
experiments. The hospital states, moreover, 
that the local ethical committeeof the hospital 
had approved the trial and the patients on 
whom the trial was being conducted had 
given their consent. Only after several 
successful procedures had the institute sought 
the mandatory approval for a larger 
collaborative exercise with a US institution 
and forforeign funds from theindian Council 
of Medical Research (ICMR). This is when 
the is.sue became public. 

The ICMR refu.s^ permission for the trials 
altogether on the ground that “undertaking 
such clinical trials on Indian subjects for an 
experimental procedure which was not being 
carried out on US subjects was not ethical 
and hence not acceptable". It sought 
documentary evidence that the experiments 
“will he done on the subjects of both countries 
collaborating in the project” without which 
“the project cannot be considered ethical”. 
Not surpri.singly, the hospital prompl(4 
accused the ICMR of bias and declared th^ 
it had been conducting such trials much 
before it had applied to the ICMR and that 
it would continue to do so with or without 
the ICMR accepting the collaboration 
proposal. 

Nowhere in all this has the question of the 
ethical framework of the human trials, 
whether here or in the US. been raised. First 
of all, what is the constitution of the ethical 
committee which supposedly approved of 
the research? As often happens, while ethical 
committees are mandatory, little 
consideration is given to their composition 
so that the members often comprise staff of 
the hospital concerned with little knowledge 
of what ethics is all about and no powen 
to act autonomously. From the exchanges 
between the hospital and the ICMR it would 
seem that the hospital had not submits all 
the relevant details of the animal trials not 
the detailed research protocol. But it is alsil^ 
curious that the ICMR, instead of sedcing 
more information about the trial, whether in 
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the US or in Indio, is harping on what would 
appear to be a populist issue of whedier 
ti^an trials are being conducted in the US 
as well. It is of course heartening that the 
premier medical research body is so very 
concerned with protecting Indian citizens 
from exploitation at the hands of the US 
medical establishment. Unfortunately, there 
is little reason to believe that the council is 
particularly concerned with the welfare of 
human subjects in trials conducted by the 
Indian medical establishment itself. It is of 
course a moot point whether merely by 
conducting human trials in the US as well 
the research proposal wouldbecome ‘ethical’. 

As is evident from this case, there is no 
autonomous authority which monitors 
clinical research, including human trials in 
this country. The ICMR does have well 
formulated norms for human trials; however, 
these apply only when the council has been 
approached for directly funding the project 
or if the study is a large collaborative study 
requiring the government’s (that is, the 
ICMR’s) approval. This means small-scale 
experimentation involving human 
‘volunteers’ is taking place in small and 
large institutions across the country without 
the ICMR ever knowing of it. Drug trials 
are to an extent covered by ICMR regulations 
under the Drugs and Cosmetics Act which 
require information to be given on trials for 
the licensing of new drugs or new uses of 
old drugs. However, the introduction of new 
surgical procedures, use of new equipment, 
new technologies and diagnostic aids is not 
monitored by any central autonomous 
authority. Speciality associations very 
occasionally take on this role of assessing 
procedures and monitoring their use, but not 
often. The entire responsibility of ethically 
assessing an experimental project and of 
monitoring it lies with the ‘ethical 
committees’ of the concerned institutions 
which, as has been pointed out, arc more 
often than not dubious entities. The lack of 
ethical consideration in a project gets 
highlighted only if there is a failure or doubts 
are raised for other reasons. 

A larger issue arising from ail this is the 
use of foetal tissue which does not come 
under the purview of any legislation or code. 
In many other countries, this area of research 
has been given considerable attention and 
some countries have constituted high 
powered committees to look into the related 
ethical issues. There has been no such move 
in India, nor any ground swell within the 
medical fraternity for starting a discussion 
on the topic. 

It might be relevant to point out here that 
there has been even less concern for ethical 
norms and procedures in the social sciences. 
Few rield studies, for instance, ever commit 
themselves to returning the results of the 
study to the study population, for whatever 


they may be worth. Nor are attempts made 
to explain the motives and objectives of Uie 
study to those studied. Clearly, there is an 
urgent need to correct the situation all round. 

CHILD LABOUR 

Compulsory Schooling 

WHAT will be the impact of the Supreme 
Court judgment of December 10 last year 
on child labour in India? According to both 
ILO and UNICEF, child labour in India is 
far in excess of the official figure of 40 nm. 
That is also the assessment of many experts 
on the subject. Some believe that child labour 
in the country is close to 1(X) nm, though 
the figure appears to be somewhat 
exaggerated. Ilie fact remains that a large 
number of children engaged in work do not 
get captured in statistical surveys because 
they work in vocations like domestic services 
and in establishments that do not come within 
the purview of the Factories Act which are 
difficult to keep track of, not even through 
the best of sampling. 

Be that as it may, the answer to the question 
is still very necessary to seek. Even if the 
number is only 40 mn, it is not small, not 
even in the relative sense. It works out to 
over 10 per cent of the country’s workforce. 

The Supreme Court’s judgment not only 
seeks to proscribe employment of children, 
be it in hazardous or non-hazardous jobs, but 
goes further in imposing a penalty on the 
employer of Rs 25,000 per child employed, 
so that the money can go into a fund to be 
used for the purpose of rehabilitating the 
child workers in life through proper schooling 
and health care. The point of the matter is 
how effectively it will be possible to locate 
the employers of children. Going by the 
record of very poor enforcement of the extant 
Child Labour Act, it is extremely doubtful 


that carrying out the Supreme Court’s 
directive will not be fraught with enormous 
difficulties. To the extent the doubte being 
raised on this score are valid, the question 
does arise whether what we should really be 
exploring in order to check child labour is 
another route, namely, of making schooling 
compulsory for children. It is a shame that 
in the SOth year of our indepmdcnce almost 
one-half of our children and two-thirds of 
the girls are not attending school. Resources 
are not the primary constraint. Commitment 
is what is lacking. Till it is found, the child, 
if poor, will continue to suffer from neglect. 

MAHARASHTRA 

On the Defensive 

IF there was any issue Marathi literary circles 
were agog with when the 70th Marathi Sahitya 
Sammelan began in Ahmednagar, it was 
whether the Marathi Sahitya Mahamandal 
would show the courage to pass a resolution 
condemning Shiv SenachiefBal Thackeray’s 
graceless remarks about the respected Mar^ 
litterateur P L Deshpande. On the last day 
of the Sammelan, finally, a watered-down 
resolution, avoiding any mention of 
Thackeray, was passed. Instead of 
‘condemning’, the resolution expressed its 
‘disapproval’ of the violent attacks on artists 
and journalists vn Maharashtra. 

The stage for this battle was set a month 
ago when the aged and ailing Deshpande, 
while receiving the first Maharashtra Bhushan 
award from the Maharashtra government, 
gave vent to his anguish over the pro-fascist 
political culture encouraged by 
demoCTatically elected ruling party in the 
state. Thackeray took Deshpande to task for 
expressing such opinions while accepting 
“our” award and claimed patroni.singly that 
it was he who had approved Deshpande’s 


Subscription Rates 
Inland 

(including Nepal and Bhutan) 


institutions 

Six months 

One year 
600 

Two years 
1125 

(in rupees) 
Three years 
1650 

Individuals 

2.40 

47.4 

87.4 

1275 

Concessional Rates 
Teachers/Rescorchers 


325 


900 

Students 

- 

225 

- 

- 


Concessional rates arc available only in India. To avail of concessional rates, certificate from 
relevant institution is essential. 

Remittance by money order/bank draft/postal order requested Please add Rs 14 to outstation 
cheques towards bank collection charges. 


Foreign (in US $) 

_ Air Mail _ Surface MmI 

Institutions individuals Institutions Individuals 


Pakistan, Bangladesh & Sri Lanka 
USA, Canada, UK. Europe. 

Japan, New Zealand, 

80 

50 

65 

30 

Australia and Russia 

150 

too 

90 

65 

All other countries 

too 

70 

70 

50 
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name for the award. The iiistie was whether 
die literary community in Maharashtra bad 
been reduced to surviving on the crumbs 
thrown by aself-appointed political chieftain 
or had self-respect enough to voice its opin¬ 
ions fearlessly from any platform, however 
unsavoury they might be to the rulers. 

In the past too - whether it was the 
Samyukta Maharashtra movement, the emer¬ 
gency period or favouritism in the conferring 
of state literary awards during A R Antulay' s 
chief ministership - the Marathi Sahitya 
Sammelan had been the rallying site for 
forces defending freedom of expression. This 
time, in Ahmednagar, there was a lurking 
fear that the apex literary body might buckle 
under political pressure and aMicatc its 
responsibility in formally condemning the 
humiliation of P L Deshpande, who had been 
the president of the SOth Marathi Sahitya 
Sammelan. ButGirish Kamad’sboldaddres.s 
as the chief guest of the literary meet, 
explicating the debilitating consequences of 
militarisation of thought, was a morale- 
booster. Equally, Pushpa Bhave's forthright 
criticism of renowned writers for their 
cowardice in not condemning Thackeray’s 
attack on Deshpande cleared the way for 
some sort of a resolution articulating the 
feelings of the gathering. The fast of dalit 
wrijters Lakshman Mane and Partha Polke 
at the venue of the .sammelan and oblique 
criticisms of Thackeray by various speakers 
helped to keep the issue in fiKus. llie diluted 
resolution tabled and approved by the 
Mahamandal in the end may not satisfy the 
agitated literary community at large, but the 
failure of Sena activists to disturb the final 
proceedings and chief minister Manohar 
Joshi’s circum.spect decision to stay away on 
the last day, though earlier he had accepted 
the organisers' invitation, signalled some 
retreat by the forces of intoleration. 

PAKISTAN 

Army in the Act 

ON the eve of the general elections scheduled 
for February 3, Pakistan appears to be going 
through the same process that led to its first 
military coup d’etat in 1958, the only 
difference being the army's stratagem this 
time to operate from behind a newly-elected 
government of its own hand-picked 
politicians instead of taking over directly the 
reins of power. 

In a significant repeat of the 1956-58 
period, the top echelons of the Paki stan army 
have managed to tilt the institutional balance 
of power against political parties and politi¬ 
cians. As during that period, conruption has 
been catapulted to the topmost position as an 
issue, and the popular psyche is being shaped 
into suspecting and disbelieving the hitherto 
established main political parties. Positioning 


Bieir guns on the shoulden of interim prime 
minister Malik Miraj Khaiid. the army top 
brass is tarring both Benazir Bhutto's 
Pakistan People’s Party (PPP) and Nawaz 
Sharifs Muslim League, the two main parties 
that had shared between them the bulk of 
the votes in the last elections. The recent 
ami-graft crackdown by the interim govern¬ 
ment has been marked by the detention and 
interrogation of politicians from both the par¬ 
ties (including Benazir Bhutto's husband Asif 
2^rdari and his father, and a former interior 
minister in the Nawaz Sharif government). 

The army is actually taking advantage of 
the mess that both Nawaz Sharif and Benazir 
Bhutto created during their respective regimes 
as elected reprc.sentatives of the people. 
Allegations of financial embezzlement, 
corruption, arrogance, suppressionof human 
rights and economic bankruptcy that arc 
being levelled against both of them are no 
mere figments of imagination. The 
skulduggery indulged in by the successive 
elected ruling parties had been transparent 
enough to disgust and frusuate voters in 
Pakistan. Benazir Bhutto in particular, who 
was twice voted to power, dis.sipated the 
opportunities given to her by resorting to 
nepotism (with her husband acquinng the 
dubious reputation of taking cuts from every 
commercial deal). 

Hut thedilemmabeforcihearmy leadership 
in Pakistan is that no major party or politicians 
have yet emerged there to replace the PPP 
and Nawaz Sharifs Muslim League, and be 
pliable enough to heed army dictates. The 
Jamaat-e-lslami, which is close to the army, 
polled just I per cent of the total votes in 
the 1993 elections and bagged only three 
seats in the National Assembly. Realising 
that it would not be able to perform any better 
this time, the Jamaat has decided to bovcott 


the coming elections and is resorting to the 
ruse of launching a movement, Tehrik-i- 
Ehtessab (Movement for the Accountatnlity 
of Politicians), mainly directed against the 
PPP and the Nawaz Sharif-ied Muslim 
League. This movement is likely to hdp Uiq/ 
army in its campaign against these two parties. 
The split among Benazir's followers - with 
the suspicions hanging around her role in 
the murder of her brother Muitaza and the 
launching of a new party by his widow - is 
also a shot in the arm for the Pakistani army 
politicians. 

In this scenario of intngues, the arrival of 
a dark horse. Imran Khan, Pakistan’s former 
cricketing star, who has also pledged to free 
his country of corruption and plunged into 
electoral politics with his new party Tehrik- 
i-Insaaf, adds a curious dimension to the 
army’s plans for a future Pakistan. Is the 
army betting on Imran Khan? The sudden 
announcement by the interim prime minister 
Malik Miraj Khaiid calling upon the people 
to support Imran Khan a.ssumes significance 
in this context. 

Rut even with army backing, Imran’s party . 
is not likely to emerge as a decisive force 
in the post-electoral scene. The contest in 
theelections will be primarily between Nawaz 
Sharif s Muslim League and Benazir Bhutto's 
PPP, however battered the two parties might 
be, what with the anti-graft crackdown and 
the internal bickerings within the parties. It 
is clear 'hat neither can gain an absolute 
majority to form a government after the 
February 3 elections. It is this future scenario 
of instability that will help the army to mani¬ 
pulate - by buying elected legislators from 
both the patties - to set up a civilian govern¬ 
ment, acoalition of sorts that can only survive 
by virtue of its total dependence on the army 
which will pull the strings from behind. 
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CURRENT STATISTICS 


£FW RESEARCH FOUNDATION 


DtiUnei (igiM of tccdentioii of InfUdoii ue now dltcernlble with the WPI riling by 7.6 pet cent over the 12-inonlh period <6 per cent pievioui yeer) end by 6.7 per 
cent over the end of Merch 1996 (4.1 per cent list yeer). The uptrend in inflition hii occurred nnieuonelly in the poM-hermi period. The lirge increuei in the 
prlcei of 'food iitlclei' (unuti file 16.4 per cent) and ‘food products' under mioefnctuiei (t.l per cent) are disquieting and. with some lag. will further push up the 
coat of living indices which are already rising at near 10 per cent annually. The rate of inflation would have been still higher but for the suppression of administered 
prices and those of non-food manufactures due to the slow down in industrial activity. 

Macroeconomic Indicators 


Index Numbcn of Wholesale 
Prices (1981-82- 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufacture Products 
Food Products 
Food index (computed) 

All Commodities (Average Basis) 
(April I-December 21, 1996) 


Cost of Living Indices 


Weights 


Dec 21, 
1996 


Variation (Per Cent): Point-to-Point _ 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Latest Previous 1996-97 1995-96 


100.0 

319.5 

0.2 

7.6 

6.0 

6.7 

4.1 

5.0 

10.4 

10.8 

7.0 

32.3 

336.7 

0.5 

10.9 

4.5 

9.4 

4.0 

5.4 

12.7 

11.5 

3.0 

17.4 

389.4 

0.9 

16.4 

4.9 

13.0 

6.5 

9.8 

11.9 

4.4 

5.4 

10.1 

331.5 

-0.2 

3.0 

3.6 

4.4 

-0.5 

-1.9 

15.5 

24.9 

-1.4 

10.7 

333.0 

0.0 

17.1 

l.l 

12.8 

-0.1 

3.7 

2.4 

13.1 

15.2 

57.0 

307.3 

0.0 

3.9 

7.8 

4.0 

5.1 

5.0 

10,7 

9.9 

7.9 

10.1 

302.5 

0.6 

8.1 

2.6 

11.7 

2.7 

-0.7 

8.1 

12.3 

6.8 

27.5 

357.5 

0.8 

13.7 

4.1 

12.6 

5.3 

6.3 

10 6 

7.0 

5.8 

100.0 

312.3 

- 

5.5 

9.4 

5.9 

8.7 

7.8 

10.9 

8.3 

10.1 


Latest_ Variation (Per Cent): Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Month Latest Previous 1996-97 1995-96 


1 Industrial Workers (1982=100) 

.346'® 

0.6 


Urban Non-Man Emp (1984-85=100) (for 1995-96) 264'' 

0.4 

I 

Agri Lab (1986-87=100) (Link factor 5.89) 

260'® 

0.4 




Money and Banking (Rs crore) 


Dec 6, 

1996 Over Month 


_ Variation _ 

Fiscal Year so far 

1996-97 1995-96 1995-96 


Money Supply (h^) 658049 

Currency with Public 130137 

Deposits with Banks 522900 

Net Bank Credit to Govt 285348 

Bank Credit to CommI Sector 349143 

Net Foreign Exchange Assets 88036 

Reserve Money (Dec 13, 1996) 192995 

Net RBI Credit to Centre 129500 

Ad hoc Treasury Bills (Dec 20, 1996) 32900 
Scheduled Commercial Banks (Dec 20, 1996) 
Deposits 470786 

Advances 259410 

Non-Food Advances 250392 

Investments 182730 


Index Numbers of Industrial Weights July 
Production (1980-81=100) 1996 


3338(0.5) 

946(0.7) 

2729(0.5) 

5450(1.9) 

-618(-0.2) 

187(0.2) 

-264(-T).l) 

2013(1.6) 

-4710 

5861(1.3) 

2917(1.1) 

3073(1.2) 

2191(1.2) 


56213(9.3) 

11976(10.1) 

42.565(8.9) 

27938(10.9) 

8241(2.4) 

10879(14.1) 

-1.342(-0.7) 

10732(9.0) 

3455 


34847(6.6) 

14146(14.1) 

17168(4.0) 

26490(11.9) 

21378(7.3) 

-456(-0.6) 

15585(9.2) 

15224(15.4) 

4605 


1994-95 


79241 (I7..5) 
18698 (22.8) 
59685 (16.2) 
16328 (7.9) 
48059 (19.6) 
251.59 (47.8) 
.30611 (22.1) 
2130(2.2) 
17.50 


1993-94 


73307 (19.3) 
14170 (20.9) 
.57925 (18.7) 
28855 (16.3) 
17161 (7.5) 
27674(110.9) 
27892 (25.2) 
260 (0.3) 
6300 


36967(8.5) 16049(4.1) 

5395(2.1) 21192(10.0) 

6168(2.5) 21806(10.9) 

17948(10.9) 12460(8.3) 


46961 (12.1) 
42455 (20.1) 
44938 (22.5) 
1.5.529 (10.4) 


53629(16.1) 52144(18.6) 

40638(23.8) 11566(7.3) 

37798 (23.4) 8875 (5.8) 

14171 (10.5) 28641 (26.9) 


Fiscal Year So Far _ Fiscal Year Averages _ 

1996-97 1995-96 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


Capital Market 


100.00 285.1 283.1(9.3) 2.59.1(12.3) 283.8(11.9) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 212.6(8.2) 

11.46 243.0 247.7(1.8) 243.4(15.4) 266.1(7.0) 248.8(7 .5) 231.5(3 5) 223.7(0.6) 222 .5(0.6) 221.2(4.5) 

77.11 282.8 279.3(11.7) 2.50.1(11.9) 278.0(13.3) 245.4(9.8) 223.5(6.1) 210 7(2.2)206.2(-0.8) 207 8(9.0) 

11.43 343.0 344.1(2.-5) 3.3.5.8(I2..5) 340..5(8.2) 314.6(8..5) 290.0(7.4) 269.9(.5.0) 257.0(8.5) 236.8(7.8) 


Jan 3, Month Year 1 996-97 So Far 1995-96 

1997 Ago Ago Trough Peak Trough Peak 


_ End of Fiscal Year _ 

1995-96 1994-95 1993-94 


BSE Sensitive Index (1978-79=100) 3264(5.7)2798 3088(-21.1) 

BSE 100 (1983-84=100)0 1440(1.5)12.39 1419(-23.6) 

BSE-200 (1989-90=100) 322(3.2) 278 312(-29.1) 

NSE (Nov 3, 1995=1000) 932 809 

Skindia GDR Index (Apr IS, 1994=100) 1068.8(-.5.4) 54.1 72.7(-l8.8) 


2745 4069 
1217 1843 
273 413 

788 (196 
51.6 90.0 


2826 3584 
1.304 1691 
289 385 

na na 
61.6 87 9 


@ Renamed index since Oct 14, 1996, compared with (he earlier National Index (1983-84= 1(X)) 


Foreign Trade November Fiscal Year So Far 

1996 ~ ~ 


3367(3.3) 3261(-13.7) 
1549(-3.5) I606(-12.2) 
.345 (-b."*) 368(-l8.2) 
na na 

78.5(0.7) 78.0 


3779(65.7) 
18.31X79.2) 
4.50(92.3) 
na 
na 


Fiscal Year So Far 
1996-97 1995-96 


1993-94 


Exports: Rs crore 
USTmn 
Imports: Rs crore 
US $ mn 

Non-POL US $ mn 
Balance of Trade: Rs crore 
US $ mn 


75544(16.4) 64907(26.9) 106465(28.8) 82674(18 5) 69751 (29.9) 
21402(7.0) 19999(22.7) 31831(20.9) 263.31 (18.4) 22238(20.0) 
85527(12.4) 76106(34.7)121647(35.2) 89971(23.1) 73101(15 3) 
- 23449(30.2) 36370(26.9) .. . 


85527(12.4) 
24230 (.3.3) 
18228 (-5.0) 
-9982 
-2828 


19195 (34.1) 
-IIIW 
-.3451 


28822 (26.8) 
-15182 
-4539 


89971 (23.1) 
28654 (22.9) 
22727 (29.5) 
-7297 
-2324 


22238 (20.0) 
73101 (15 3) 
23306 (6.5) 
175.52(11.2) 
-3350 
-1068 


1992-93 1991-92 


53688(21.9)44042 (35.3) 
18537(3.8) 17866 (-1 ..5) 
63375 (32.4) 47851 (lO.S) 
21882(12.7)19411 (-19.4) 
1.5782 (12.3) 14047 (-22.2) 
-9686 -3809 

-3345 -1.545 



Dec 27, 

Dec 29. Mar 31, 




Variation Over 




Foreign Exchange Reserves 
(excluding gold) 

1996 

1995 

1996 

Month 

Ago 

Year 

Ago 

1996-97 

car So Far 1995-96 
1995-96 

1994-95 

1993-94 

1992-93 

Rs crore 

71438 

61418 

58726 

2103 

10020 

12712 

-4610 -7302 

18402 

27430 

5385 

USSmn 

19924 

17606 

17126 

519 

2318 

2798 

-3210 -3690 

5640 

8724 

731 


Notes:(S) Superscript numeral denotes month to which figure relates, eg, superscript9 stands for September, (ii) Figures in brackets are 
percentage variations over the period spccifled or over the comparable period of the previous year. na = not available. 
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Money Market Rates of Interest _ {per cent per annum) 


PHdiy * 


Deceifiher 1996 



November 1996 



October 1996 

- 


27 20(RF) 

13 

6(RF) 

29 

22(RF) 

15 

8(RF) 

1 25(RF) 

18 II(RP) 

4 

taitniments^''^— 














Call money rate 
(weekly weighted average: RBI) 

lUt 

6.91 

4.53 

1.07 

5 70 

10.35 

8.44 

3.23’ 

5.08 

9.35 

9.55 

8.90 

10.70 

naoney rate 

(Range:weekly) 1 

10.50- 

12.50 

0.10- 

11.50 

3.00- 

8.25 

0.25- 

2.50 

0.50- 

10.00 

0.25- 

11.00 

7.00- 

12.25 

0.25- 

11.00 

1.50- 

8.00 

0.10- 

11.00 

9.00- 

10.25 

0.15- 

10.25 

10.40- 

10.90 

Treasury Bills: 

91 -Day (On tap or ad hoc) 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

91-Oay (RBI Auction): 

Primary 

8.16 

8.16 

8.16 

804 

8.16 

8.16 

7.21 

7.21 

6.92 

8.83 

10,05 

10.09 

10.17 

Secondary: DFHI 
(mid-point of bid and offer) 

8.56 

8.28 

7.85 

7.68 

8..59 

6.67 

7.15 

5.20 

6.74 

7.37 

9.02 

9.56 

10.11 

All SCL trading 
(Weighted YTM) 

9.30 

7 75 

7.54 

7.43 

7.17 

8.18 

8.07 

6.30 

7.01 

8.82 

9.28 

9.10 

9.92 

364-Day (RBI Auction) 

Primary 

Secondary: Dmi (mid-point) 

9.77 

10.33 

9.61 

9,46 

10.33 

9.38 

« 

9.55 

10.40 

9.16 

* 

8.50 

10.10 

7.86 

« 

8.95 

12.10 

9.01 

• 

10.21 

12.61 

10.52 

* 

10.89 

All SGL trading 
(Weighted YTM) 

10.47 

9 72 

1010 

9..52 

9.96 

10 42 

8.95 

9,65 

11.02 

12.07 

12 38 

12.29 

12.61 

Suue Govt loans (Coupon rates) 


- 

- 

- 

- 









All SGL trading 
(Weighted YTM) 

GOI Securities:. 

13.64 

13.60 

13 63 

13.70 

13.87 

1.3 79 

11.49 

13.27 

13.44 

13.99 

13.91 


13.71 












13.73 


Primary Auctions 

13.40 

« 

* 

* 

13.55 

* 




* 



(3 

years) 



(5 years) 






(4 

years) 


Secondary : All SGL trading 
(Weighted YTM) 

12.96 

12.45 

12.90 

13.17 

13 15 

II 95 

11.67 

12.33 

13.03 

13.10 

13.32 

13.43 

13.27 

PSU Bonds yield:- 














Tax free: NSE 











13.29 

14.36 

13.97 

(traded, weiahtcd) 

13.60 

13.03 

1.3.62 

14.07 

14.05 

1.3.74 

14.33 

13.63 

14.01 

14.07 

NSE (Ranee: weekly) I2..3S- 

11.60- 

11.69- 

12 98- 

1.3.48- 

11.74- 

10.90- 

9.82- 

13 21- 

13.26- 

10.59- 

12.63- 

13.22- 


14.12 

13.99 

14.15 

14.19 

14.27 

14.62 

14.70 

14.46 

14.27 

14.37 

14.62 

14.63 

14.23 

Taxable: NSE (traded, 











17.91 

17.23 

19.46 

weiehtrd) 

16 12 

16.63 

14.40 

15.80 

15.49 

1.5.17 


14.43 

16.49 

16.47 

NSE (Ranee: weekly) 14.75- 

16.45- 

14.27- 

14.42- 

12.73- 

13.84- 


1381- 

16.33- 

16.22- 

16.40- 

15.28- 

19.46 


17.48 

16.81 

14.68 

16.25 

17.58 

17.84 


16 69 

16.64 

16.71 

19.91 

17.80 


Commercial Bills: 












13..50 

13..50 

DFHI (Rediscount rate) 

12.00- 

12.00 

12.00 

12.00- 

12.50 

12.50 

12.50 

12..50 

12.50- 

13.50 

13.50 

13.00 



12.50 





13.50 





CP:IYimary nutrkei (90 days) 

12.-50- 

12.50- 

12.50- 

12.00- 

12.00- 

12 00- 

12.00- 

11.75- 

11.50 

13.00- 

13.25- 

13.50- 

13.00- 

15.50 

15.00 

15.00 

15.00 

14..50 

14.50 

14.50 

14.50 

14.50 

15.50 

15.50 

15..50 

15.00 

Secondary: DFHI 











14.50 

14.50 

14.50 

(Discount rate) 

13.50- 

13..50 

13.50 

13.50- 

14.00 

14.00 

14.00 

14.00 

14.(X)- 

14..50 


14.50 



14.00 





14.50 





Market/NSB 

11.00 


10.50 

10.10- 

11..50 

11.2.5- 



11..50 



11.75 






11.25 


11.60 








CDs: Primary market 

lO.(X)- 

10 00- 

10.00- 

10.00- 

12.00- 

12.00- 

11.00- 

11.00- 

11.00- 

10.50- 

11,50- 

11.00- 

11.2.5- 

11.75 

12.00 

12.00 

12.00 

13.50 

13.50 

12.00 

12.00 

12.00 

14 00 

14.00 

16.00 

16.00 

Secondary: DFHI (Discount rate)i2.00- 

12.00 

12.00 

12.00- 

12.50 

12.50 

12.50 

12.50 

12 50- 

13.50 

13.50 

13.50 

13.50 


13.00 



12.50 





13.50 





Inter-corporate deposits 

16.00- 

16.00- 

16.00- 

16.00- 

16.00- 

I6.5G- 

16.00- 

16,00- 

18.50- 

18.50- 

18.50- 

18.50- 

18.50- 

(3(V9(VI80days) 

( 

18.00 

18.00 

18.00 

18.00 

18.00 

18.50 

18 00 

18.00 

19.50 

20.00 

20.00 

20.00 

20.00 

;21 00- 

(21.00- 

(21.00- 

(21.00- 

(21.00- 

(21..50- 

(21.00- 

(21.00- 

(22.50- 

(22.50- 

(22.50- 

(22.50- 

(22.50- 


25.50) 

25.-50) 

25.50) 

25.50) 

25.00) 

25.00) 

25.00) 

25.00) 

26.00) 

26.00) 

26.00) 

26.tX)) 

26 00) 

UTI-1964 Units (Week-end 














secondary market 
price in rupees) 

13.95 

13.80 

1.3.80 

14.10 

14.00 

14.00 

14.00 

14.00 

14.00 

13.90 

14.10 

13.90 

13.90 

Hundi Rate 

24 00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 

24.00- 


30.00 

30.00 

30.00 

.30.00 

30.00 

30.00 

30.00 

30.00 

30.00 

30.00 

.30.00 

30.00 

30.00 

Memorandum Items: 














(i) Forward premia on the US dollar 













in the domestic inter-bank market 
(annualised in per cent per annum) 













(Weekly average)<9 







6.46 







SpotA^ash 

9.61 

10.45 

1.78 

0.51 

2.08 

7.67 

2.56 

0.45 

5.77 

4.10 

5.06 

8.12 

C^-month 

7.94 

9.23 

6.42 

5.05 

5.50 

7.11 

6.15 

2.59 

2.14 

3.76 

5.32 

5.68 

6.37 

Three-month 

8.13 

7.98 

7.04 

6.91 

7..57 

8.65 

7.06 

4.97 

5.11 

6.21 

7.29 

7.17 

7.12 

Six-month 

7.79 

7.71 

7.42 

7.97 

8.40 

9.10 

7.75 

6.16 

6.45 

7.07 

8.53 

8.47 

8.51 

(ii) RBI Reference Rafc (Rs/US$> 3S.8S 

.35.84 

35.89 

35 79 

35.76 

35.69 

35.82 

35.75 

35.67 

35.61 

35.66 

35.65 

35.62 

(iii) Havala Rate (RsRJSS) (Dubai).38.7S 

38.80 

38.75 

38.75 

38.70 

38.70 

38.70 

38.70 

38.90 

38.90 

38.90 

39.00 

39.00 


... no trading * no auction na not available (-) no floatation YTM = yield to maturity 

RF means Reporting Friday for fortnightly reporting of conditions of banking business and the fortnight serves as the reserve maintenance period 
for scheduled commercial bonks. @ Based on daily quotations supplied by Mecklai Financial and Commercial Services, Mumbai. 
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EPW Research Foandattoa 


REUANCE INDUSTRIES 

New Projects 

THE country’s largest private sector 
enterprise. Reliance Industries, saw another 
year of consolidation in 1995-96. The 
company’s operations, which are vertically 
integrated to the production of textiles, range 
from the production of crude oil and gas to 
polyester and polymer products. In addition, 
thecoropany has one of the largest marketing 
networks in the industry and its brands are 
market leaders. 

While the company's net sales increased 
by 14.1 per cent over the previou.s year, net 
profit rose by 22.6 percent during 1995-96. 
'fhough operating profit saw a lower increase 
of 11.3 per cent, the larger increase in the 
bottomlinc was mainly due to a sharp fail 
in interest charges by 60.6 per cent. This fall 
m interest charges was despite an increase 
II. the total loan portfolio and a 14.7 per cent 
nsc in inventory level overthe previous year. 

The fall in intere.st charges can be attributed 
to the company's increa.sed recourse to 
cheaper foreign debt. During the year under 
review, it raised Rs 1,030 crore in the 
international debt market in two phases and 
became the first Indian private sector 
company to raise Rs 515 crore as a seven- 
year syndicated-bullet loan at a floating rate 
of LIBOR plus one per cent. 

During the year, the company produced 
181,103 tonnes of crude oil (up 314 per 
cent), 492 lakh metres of fabnes (up 3.7 per 
cent), 104,522 mt of polyester filament yam 
(up 10.7 per cent) and 93.046 mt of polyester 
staple fibre (up 0.5 per cent). 

Reliance Industries continued its strategy 
of capital formation with acapital expenditure 
of Rs 2,984crore in 1995-96 and fixed assets 
formation increased by 35.6 per cent during 
the year. Cumulative capita] expenditure for 
the past two years amounts to Rs 6,242crore, 
among the highest in Indian industry. 

The company has many projects under 
implementation which include a new highly 
advanced and integrated polyester complex 
for manufacturing up to 1,60,000 tpa of 
polyester staple fibre, 1,20,000 tpa of 
polyester yam and 80,000 tpa of PET 
polymer; fibre intermediates projects in the 
above-mentioned complex which envisage 
two purified terephthaJic acid (PTA) units 
of 3,50,0(X) tpa each and a mono-ethylene 
glycol (MEG) project of 1,20,0(X) tpa (using 
technology from ABB Lummus Crest, 
Netherlands); the country’s largest fully 
automated polyester staple fibre plant with 
DuPont technology with a capacity of 
1,60,000 tpa; one of the largest I^T bottle 
grade resin plantsof80,000tpa with technical 


assistance from SINCO Engineering, Italy; 
aprojectfm'settii^upaPTAplantofSiiOjlOO 
tpa at Hazira; acracker project to manufacture 
7,50,000 tpa of ethylene and 3,65,000 tpa 
of propylene, which will be the worid’slargest 
grass roots single stream multi-feed cracks, 
expansion of captive power generation 
capacity to cater to the increasing power 
requirements of the petrochemicals complex 
at Haziia; newpolymer projects which include 
a 3,50,0()0 tpa propylene plant and a2,00,000 
tpa polyethylene plant at Haziia; a state-of- 
the-art 340,000 tpa polypropylene plant at 
Hazira using the UNIPOL process of Union 
Carbide Chemicals and Plastics Company, 
USA;a2.00,000tpa poiyethyleneplant which 
uses Sclair Tech process which will 
manufacture both high density polyethylene 
(HDPE) and linear low density polyethylene 
(IXDre); andexpansionof thePVC capacity 
to 3,00,000 tpa in two phases. With a view 
to entering the telecom sectorin the country. 
Reliance has also entered into a joint venture 
arrangement with NYNEX, USA, to form 
Reliance Telecom. 

With the increased profitability, the 
company’s earnings per share rose from Rs 
23.3 last year to Rs 27.9 while its book value 
rose from Rs 157.7 per share to Rs 179.1 
per share over the same period. The 
company's stock is presently quoted at around 
Rs 21C, discounting its 1995-96 earnings by 
7.5 times. 

MADRAS REFINERIES 

Fall in Production 

This public sector oil refinery saw a mixed 
perfnrmancein 1995-96with net sales falling 
by 9.3 per cent and net profit rising by 2.1 
per cent over the previous year. While the 
company managed a 6.9 per cent 
improvement in operating profit, its 
bottomline came under pressure due to the 
sharp increase in depreciation charges which 
increased 24.5 per cent. Interest charges 
increased by a lower 2.1 per cent following 
a 10.4 per cent reduction in the company’s 
loan portfolio and a 25.3 per cent fall in 
inventory level. With no major absolute rise 
in the bottomline, the company decided to 
maintain its dividend rate at last year’s level 
of 25 per cent. 

During the year under review, value of 
produruion fell by 12 per cent with the 
refineries at Manali arid Cauveiy Basin 
processing only 5.97 million tonnes (mt) of 
crude as compared to 7.3 mt processed in 
the previous year. The main reason for this 
fall was die fire in November 1995 which 
forced a shutdownof refinery II ofthe Manali 
complex for about two and a half months. 


This also led to a shortfall in the targetted 
throughput of 6.55 mt by 8.9 per cent and 
actual output amounted to ordy 90.5 percent 
of the MoU target of 6.6 mt. Due to the 
shutdown and the commissioning of a new 
power plant and the consequent reduction 
in import of power, the fuel and loss during 
the year was 7.24 Wt percentage as compared 
to last year’s level of 6.39 Wt. percentage. 
Energy consumed along with loss was 383 
MBTU per barrel as compared to last year’s 
figure of 342 MBTU per barrel. 

The company marketed 2,14,380 tonnes 
of naphtha compared to 2,04,918 tonnes in 
the previous year (up 4.6 per cent) and sold 
40,046 kl of direct lube oil base stock as 
compared to 3,753 kl in the previous year. 
Sale of food-grade hexane also increased horn 
9,411 kl to 14,136 kl. On the other hand, 
saleol linear alkyl benzene feedstock, methyl 
ethyl keone feedstock, polybutene feedstock,, 
propylene and sulphur was lower due to the 
production disruptions caused by the fire. 

During the year, the company 
commissioned a boiler and turbine of 20 
MW capacity as replacement cum spinning 
reserve in the power plant at a total cost of 
Rs 67 crore. It also commissioned a new 
boilerforco-gcnerationofl30mt/hrcapacity 
to meet the increased steam load, at a totd 
cost of Rs 33 crore. 

'The major projects under implementation 
by the company include a new diesel hydro 
desulphurisation project at a cost of Rs 424 
crore which is likely to be commissioned by 
March l999;aproject to revamp theexisting 
visbreaker unit at a total cost of Rs 48 crore 
which is expected to be completed by 
December 1998; a Rs 41.3 crore project to 
increase the deoiling plant capacity from 
20,(X)0 tpa to 30,(XX} tpa which is expected 
to be completed by May 1997, a wax hydro- 
finishing unit to replace the existing clay 
contacting unit at a cost of Rs 23.5 crore 
which is expected to be completed by May 
1997; and an additional fire water network 
estimated to cost Rs 10 crore. The company 
is also studying the feasibility of installing 
a continuous catalytic reformer in order to 
meet the zero lead and other changed 
specifications of petrol proposed to be 
introduced by the government. 

The company's share price, meanwhile, 
quotes at around Rs 32 on the Bombay Stock 
Exchange, discounting its 1995-96 earnings 
per share by 4.9 times. 

GODREJ SOAPS 

Capacity Expansion 

Following the amalgamation of the erstwhi le 
Godrej Soaps with the formerGujarat-Godrej 
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'"Xkii W«k*i CampMilii 


(Rslakh) 


Qtowih and Fuuaicial indicaton/ 

RcHnnca 

InduMrtea 

Mndrna 
Bcfinerlci_ 

Godrej 

Year Ending 

Mareh 

1996 

Match 

1998 

March 

1996 

March 

1995 

Much 

1996 

March 

199S 

Incotne/approprlattooa 

1 Netioles 

627851 

510165 

215505 

2.37634 

65314 

54773 

2 Value of production 

643103 

530607 

214913 

244278 

65084 

55309 

3 Other income 

24605 

23630 

1439 

3540 

125 

93 

4 Tolat income 

667708 

576237 

216352 

247818 

65209 

55402 

5 Raw maierials/Sloiei and 
spares consumed 

137802 

131129 

176105 

213407 

27622 

26434 

6 Other manufacturing expenses 

278444 

231651 

2201 

2581 

14731 

9753 

7 Remuneration to employees 

18907 

13681 

5378 

2728 

4403 

4015 

8 Other expenses 

58039 

42948 

7601 

5662 

.5532 

52.30 

9 Operutittxpn^i 

174516 

156828 

2.5067 

23440 

12921 

9970 

10 Interest 

11013 

27951 

10079 

9869 

7042 

3944 

II Grass profit 

164178 

1.34309 

16324 

14774 

60.52 

6.364 

12 Depredation 

33651 

27824 

6913 

5.555 

1600 

1468 

13 Fraflt before tax 

130527 

106485 

9411 

9219 

4452 

4896 

14 Tax provision 

- 

- 

- 

- 

11 

lOS 

IS Profit itftrr tax 

1.30527 

106485 

9411 

9219 

4441 

4791 

16 Uvidends 

.30422 

20017 

3590 

3427 

1624 

1275 

17 Retained profit 

100105 

86468 

5821 

5792 

2817 

3516 

LiablUtlca/asscIs 

18 Paid-up capital 

65823 

46136 

14361 

14345 

8768 

J98I 

19 Reserves and suiplus 

774707 

673129 

59467 

5.3537 

26770 

25196 

20 Ijong-term loans 

406257 

2.39713 

73911 

73190 

17489 

17.524 

21 Short-term loons 

65888 

54279 

313 

9649 

17759 

20315 

22 Of which bonk botrowings 

.59188 

54279 

313 

9649 

5919 

4945 

23 Oioss fixed assets 

1137421 

839049 

143573 

138547 

38950 

33979 

24 Accumulated depreciation 

214134 

180578 

46243 

39284 

9443 

7706 

2S Inventories 

75% 1 

66256 

44869 

60067 

10052 

12202 

26 Total assets/liabilities 

1503838 

1132904 

325815 

288862 

81933 

75981 

Mbccliancous Items 

27 Excise duty 

150783 

I5I7I3 

4465 

6642 

47.54 

5983 

28 Cftoss value added 

174623 

1S8024 

32090 

25743 

17979 

14909 

29 Total foieign exchange income 

12609 

20581 

- 

31 

2974 

2341 

30 Total foreign exchange outgo 

306282 

I7I082 

192207 

163713 

ISISI 

9605 

Key flnandal and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 41.7.5 

47.72 

66.14 

82.27 

79.72 

72.09 

32 Sales to total net assets (%) 

47.83 

54.30 

145.56 

157.66 

92 27 

81.73 

33 Cross value added to 
grass fixed assets (%) 

13.35 

18.83 

22.35 

18.59 

46.16 

43.88 

34 Return on investment 

(gross profit to total assets) (%) 

10.92 

11.65 

3.01 

5.11 

7..39 

8.38 

3S Gross profit to sales 
(gross margin) (%) 

26.15 

24.41 

7.57 

6.22 

9.27 

11.62 

36 Operating profit to soles (%) 

27.80 

28.51 

11.63 

9.86 

19.78 

18.20 

37 Profit before tax to sales (%) 

20.79 

19.36 

4.37 

3.88 

6.82 

8.94 

38 Tax provision to profit before lax (%) 

- 

- 

- 

0.25 

2.14 

39 Profit after tax to net worth 
(return on equity) (%) 

15.5.3 

14.80 

12.75 

13.58 

12.50 

16.42 

40 Dividend (%) 

60.00 

55.00 

25.00 

25.00 

26.00 

32.00 

41 Earning per share (Rs) 

27.87 

23.34 

6 55 

6.43 

6.92 

12.03 

42 Book value per share (Rs) 

179.07 

157.66 

51.41 

47.32 

45.39 

58.57 

43 P/E ratio (based on latest and 
corresponding last year's price) 

7.53 

8.87 

4.88 

7.47 

5.50 

5.44 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

48.33 

33.33 

100.11 

107.82 

59.35 

7.5.16 

43 Short-term bonk borrowings 
to ipventories (%) 

77 92 

81.92 

0 0 

16.06 

58.88 

40.53 

46 Sundry creditors to 
sundry debtors (%) 

458.17 

206.62 

3052.75 

6690.71 

139.95 

81.22 

47 Total remuneration to employees 
to gross value added (%) 

10 83 

8.66 

16 76 

10.60 

24.49 

26.93 

48 Total remuneiationtoemployees 
to value of production (%) 

2.94 

2.48 

2.50 

1.12 

6.77 

7.26 

49 Gross fixed assets fomution (%) 

35.56 

63.48 

3.70 

9.76 

18.42 

271.81 

50 Growth in inventories (%) 

14.65 

1.3.33 

-23.3C 

84.32 

-17.62 

209.15 


~ means not available 


Iimovative Chemktfte. the tKttomfioeflf dke 
new company (re-chri^ened Gcxhtj Soaps) 
seems to have suffoed. The company saw 
a 7.3 per cent fail in net profit in ISSS-M. 
the yeat immediately following the 
amalgamation. 

However, a closer look suggests that the 
achtal culprit is the sharp rise in interest 
charges rather than the merger itself. Interest 
charges went up by a phenomenal 78.6 per 
cent despite a fall of 6.9 per cent in the 
company's total loan portfolioand a 17.6 per 
cent drop in inventory level. This cm be seen 
from the fact that while net sales rose 19.2 
per cent and value of production iiureased 
by 17.7 per cent during the year, the 
company's operating profit increased by 29.6 
per cent. This shows that the company has 
been able to keep operating expenses in 
check after the merger. No wonderit (feclared 
a bonus issue in the ratio of one share for 


every two shares held during the year. 

While the major products which 
contributed to revenue last year were soaps, 
fatty acids, detergents, financial services > 
and alpha olefin and its precursors and ■ 
derivatives (in that order), their respective 
contributions have changed in 1995-96. 
While revenue from soaps continues to 
remain the backbone of the company's 
income, the other major revenue provider^ 
in 1995-96 were nils, fatty acids, alpha olefin 
and its precursors and derivatives and 
cosmetics (in that order). 

Despite a fall of around 15.7 per cent in 
.sale of .soaps in volume terms during the 
year, sales revenue increased by around I 
per cent due to higher realisations. Sale of 
oil, in volume terms, rose sharply from 5,316 
tonnes in the previous year to 29,957 tonnes 
in 1995-96 while sale revenue from the same 
increased from Rs 53 lakh to Rs 300 lakh, 
reflecting increased margins. This was largely 
due to the changes in the import policy which 
opened up opportunities of trading in 
imported oils. During the year, hair dye, in 
which the company is a market leader, was 
launched in sachets. The company's exports 
sales also improved by 27 per cent. 

During the year under review, the compmy 
installed new ultra modern toilet soap 
finishing lines of 48 tonnes per day (tpd) 
capacity each at its Vikhroli and Malanpur 
factories. A new sophisticated fatty acid 
distillation plant of 75 tpd capacity was also 
set up at the Vikhroli factory. 

The company has, in the meanwhile, 
entered into an agreement with Sara Lee DE/ 
NV for securing the equity participation of 
the latter in Transelektra, a subsidiary. While 
Transelektra is the largest manufacturer of 
mosquito mats in the world and the largest 
entity in the domestic household insecticide 
industry, Sara Lee DE^4V'is a part of Sara . 
Lee Corporation which is ai PiKtme SOO ^ 
company. 


)0 
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£FWRcteBrdi Fowd«ti«n 


EjqKindiiig Liquidity, Hig^ Interest 
Rates and Low Credit CWRake 


The complex phenomenon of expanding liquidity, high interest rates 
and low credit offtake is both ^ cause and the consequence of the 
slow-down of the economy, especially the hulustrial and service 
sectors. 


Tbe Complex Monetary Scene 

THE banking and monetary scene in the 
recent period reflects both the cause and 
consequence of a growing stalemate in the 
immediate growth process, particularly m 
industnal and other non-fann sectors. A 
complex situation of expanding liquidity, 
unprecedentedly low bank credit office and * 
r also complaints of inadequate credit 
1 availability continues to pervade the eco¬ 
nomic scene-Thenussinglmkinthis complex 
situation has been the unusually high rates 
of interest prcv-ailing on the loans of banks 
and flnancial institutions. The liquidity in 
the banking system, initially originating in 
the CRRreleases,has been iiirther stimulated 
by the sluggishness in the capital market; the 
latter has also placed the activities of mutual 
funds and non-banking financial companies 
in a quandary. The M, expansion of Rs 
56,213croreor9.3 per cent during the current 
fiscal year so far, against Rs 34.847 crore 
or 6.6 per cent during the comparaUe period 
of 1995-96, has been essentially contributed 
to by the faster expansion in time deposits 
of banks - Rs 47,203 crore or 12.2 per cent 
this year against Rs 28.160 crore or 8.3 per 
cent during the preceding comparable period. 
This has been made possible partly by the 
compeuti ve ratesof intere.st offered by banks. 
The increase in demand deposits of banks 
continues to be negative as in the previous 
year. Even the expansion in currency with 
the public has been more moderate this year 
- Rs 11,976 crore or 10.1 per cent against 
Rs l4,t46cioieorl4.1percentlastyear(TaUe 1). 

The moderate expansion in currency is 
explained by the unusually limited rise in 
RBI credit to the government at Rs 6,459 
crore against Rs 15,035 crore during the 
comp^ble period last year. The persistent 
disonentatiqn in the banking and monetary 
scene is depicted in the unprecedentedly low 
level of commercial credit expansion 
accompanied by a corresponding increase in 
the bai^’ credit to government. Thus, while 
hanks’ credit to the commercial sector 
increased by Rs 8,241 crore or 2.4 pa cent 
against Rs 21,378 crore or 7.3 per cent last 
year, banks’ credit to government rose by 
Rs 21,479 erme a^nst Rs 11,455 crore last 
year. This implies tbtt the overall domestic 


credit expansion has remained generally 
moderate. With a view to adhering to the 
fiscal targets, the government seems to have 
kept its capital expenditure under leash which 
has crettributed to therecessionaiy conditions 
in industry; the latter in turn have been 
accentuate by the high rates of interest and 
the refusal of commercial credit expansion 
to pick up. 

Instead, the sources of faster monetary 
expansion have been the additional accruid 
of fordgn exchange asseu and a sharp 
reduction in the net non-monetary liabilities 
of the banking system, both of which have 
their origin in macro-economic 
undercurrents. Hie reduced import demand 
due to the industrial recession has facilitated 
the RBI’s purchase operations in the foreign 
exchange market and helped to add over 
$2.80billion (Rs 12,702crore)totheofficial 
reserves (excluding gold) since the end of 
March 1996 through December 20, 1996 
againstadepletionof$3.21 billion (Rs 4,610 
crore) in the comparable period of the 
previous year. In the movement of net non¬ 
monetary liabilities of banks (other than the 
RBI), th«e is a phenomenal swing of nearly 
Rs 23,000 crore, in thiU a contractionary 
influence ot Rs 9,616 crore last year has been 
converted into an expansionary impulse to 
the tune of Rs 13,335 crore this year. As it 
is a residual item, it may be capturing ‘float’ 
and other mismatches between monetary 
assets and liabiliti^, but their contnbution 
is likely to be small; the bulk should be 
explained by the reduced net earnings and 
provisions and contingencies of banks during 
1996-97 so farwhich get accumulated under 
other liabilities. Agidn, high interest cost 
combined with practicallyno credit expansion 
may have affected the bottomline of banks. 
This recession-induced phenomoion of high 
cost of funds, lower operations and reduced 
margins is also found amongst die all-India 
financid institutions and non-banking 
finuicial conqiaiiies (NBPCs). The net post¬ 
tax profits of five financial institutions 
increased only by 4 per cent and those of 
46 private sector NBFCs fell by 29 per cent 
during the first half of 1996-97. 

Tbe situationof large floating liquidity has 
not arisNi either from any massive growth 
in {nimary money or from an upsurge in 
financial savings. Thereserve money growth, 


even after the ailjustmentforCRR reductions, 
has been moderate at Rs6.733croreduring 
the current fiscal year so far against Fte 
21,1 lOcrorelntheconespondingperiodlast 
yew. though with some lag the release of 
CR*R funds may have contributed to 
secondary deposit expansion with ba^. As 
for the growth in financial savings and other 
forms of financial assets, while bank deposit 
growdi is on course, fhnds mobilised the 
capital market and non-banking financial 
intermediaries have suffered rather 
significantly. TheincreaseofRs39,377crore 
(9 per cent) during the current fiscal year up 
to December 20,1996 against an expansion 
of Rs 16,049 crore (4.1 per cent) last yew 
in aggregate deposits of scheduled 
commerciid banks suggests that the RBI’s 
working estimateofRs68,0(X)ciore or 15.7 
per ewit for the whole yew 1996-97 may just 
be met. Even so, the excess liquidity looms 
Iwge because (a) banks have expanded veiy 
little of non-food credit, (b) they have repaid 
to the RBI as much as Rs 15,819 crore out 
of their refinance facility, and (c) the RBI 
has, evenin such an excess liquichty situwion, 
given effect to the planned ruction of CRR 
from 11 per cent to 10 per cent in January 
as part of medium-term reform strategy, 
which would release another Rs 4,275 crore 
to the banking system. While the inflationary 
situatiiMi has deteriorated sinceOctober 1996 
when the QIR reductions contingent on the 
prevailing monetary and price developments 
were planned, the reductions in the banks’ 
avenqie loan rates have been meagre. The 
bond rates offered by financial institutions 
and debenture rates of corporates have 
remained sticky. The real rates of interest, 
including those on government paper, have 
remained unusually high. 

n 

Fand Flows, Call Money and 
Exchange Markets 

Call money rates experienced a steady 
increase as the weeks in December rolled 1^ 
(Tables 2 and 3) and stayed firm at around 
10-11 per cent during the last week; they 
even threatened to cross flie psychological 
barrier of tbe export refinance rate of 11 per 
cent a few times (Graph A). Theeasy liquidity 
and low range of 0.25-2.50 per cent in call 
rates in the first week of Decembw was 
primarily due to substantial accretion of time 
deposits with scheduled commercial banks 
(Rs 4,779 crore in the fortnight ending 
December 6) following return flow of funds 
withdrawn during Diwali, along with 
additional inflows by way of treasury bills 
redemption, coupon payments, the RBI’s 
fmex market intervention, and the open 
mwket operations (Table 4). In addition, 
spill-over of funds was also available from 
theCRR release ofRs4,275croreon October 
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28 and November 9, 1996. 

Though easy liquidity continued, call rates 
began to edge up to a range of 3 to S per 
cent in the first four days of die second week 
and suddenly jumped to 7.S0 to 8.S0 per cent 
in the next two days, December 12 and 13. 
Anticipated outflow of about Rs 5,000crore 
in advance tax payment in mid-December 
and the announcement by the RBI of a dated 
security auction to be held on December 23 
contributed to the firming up of call rates. 
As the call rates firmed up, net ‘on tap' TBs 
woitiiRs 2,835 crore were rediscounted with 
the RBI during the week ended December 
13. These 'on tap’ bills at 4.50 per cent were 
purchased in the previous week ended 
December6to derive arbitrage benefits from 
the prevailing low call rates. 

Call rates scaled further height to 11 per 
cent on November Uas SBl borrowed rupees 
to finance the impending dollar purchases 


out of the advance tax payments retired. 
Consequently, all days from December 21 
to 30 saw c^l rates raling at higher levels 
of 10.75-11.25 per cent; they crossed the 
psychological 11 percoitbanierthriceduring 
the period. It was only towards the close of 
the next reporting fortnight (January 3) that 
brought in normalcy once again with the 
Reserve Bank announcing its intention to 
effect the further 1 per cent cut in CRR in 
two stages on January 4 and 18. 

Forex Market 

The rupee witnessed a creeping 
depreciation dunng December as the market 
began to slowly discount the expected 
outflows on account of IDBs and PCNR(A) 
redemption during January-March. liiis 

TablbI. a Few Monetaxy an 


happened despite the fact that the volumes 
remained subdued as December is the last 
month of the account year for foreign banks 
which are the major players in the forex 
market. The exchange value of the ru^ 
which was around 35.70/80in the beginning 
of the month depreciated to about 35.80/90 
by the close of the month (Graph B). In this 
the RBI appears to have played a role of 
mopping up dollars with twin objectives in 
view: building up of reserves and forcing the 
nominal rate to depreciate so that the inflation- 
adjusted rate remains generally stable. For 
the present, the RBI operations are being 
guided by the obligations due by Match 
1997 on account of repayment of IDBs, 
FCNR( A) and the last tranche of IMF loans. 
Also the spot rates continued to be related 

Banking Indicators Varmtions 

(Rupees croret 


for oil companies. But with theimprovement 
in liquidity following the RBI* s forex market 
intervention for nearly Rs 700 crore, call 
rates ruled in fhe range of 7.50 to 9 per cent 
in the next three days until December 18, 
but they suddenly shot up to the 10-11 per 
cent range on the penultimate day of the 
reporting fortnight ending on December 20. 
Sudden discovery by a few banks about their 
uncovered position led to a panic in the 
market. The panic became a little more acute 
as SBI ^id not lend and other tax collecting 
banks preferred to pay up the tax liahiliti^ 
than to keep the float funds with them and 
bear higher CRR. 

' Duringthelastweek,theflnancialmarkeu 
experienced tighteningof liquidity due to the 
outflow of Rs 2,000 crore towards 
subscription for the 3-year govemmertt paper 
and another Rs 2,5(X) crore of float money 


Items 

(1) 

1996-97 1995-96 

(Up to December 6) (Up to December 8) 
(2) (3) 

M, 

o/ which; 

56,213(9.3) 

34,847 (6.6) 

Currency with the public 

11,976(10.1) 

14,146(14.1) 

Time deposits with banks 

47,203 (12.2) 

28,160(8.3) 

(i) Net bank credit to government 

27,938(109) 

26,490(11.9) 

(a) Reserve Bank 

6,459 

15,035 

(b) Other Banks 

21,479 

11,455 

(ii) Bank cred'' to the commercial sector 

8,241 (2.4) 

21,378(7.3) 

(iii) Net foreign exchange assets of the banking sector 
(v) Banking sector’s net non-moneury liabilities : 

10,879 (14.1) 

(-)456(-0.6) 

RBI 

4,422 

3,022 

Other banks 

-13,335 

9,616 

Reserve money (adjusted) (up to December 13) 
Scheduled commercial biuiks (up to Dec 20) 

6,733 

21,110 

Aggregate deposits 

36,967 (8.5) 

16,049(4.1) 

Investments 

17,948 (10.9) 

12,460(8.3) 

Bank credil (non food) 

(Percentage variations are within brackets) 

6,168 (2.5) 

21,806(10.9) 
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Period to Maturity in Ascending Order 


to the call market indicating market preference 
for aibitrage between the call and exchange 
maritets. The forward exchange market also 
witnessed active intervention by RBI which 
bought one-month forward and sold six- 
month forward. Consequently, the six-month 
forward premia which was around 8.3 per 
cent at the beginning of the month fell to 
7 per cent on December 9. Thereafter, it 
ranged between 7.3 per cent and 7.6 per cent 
till December 19. Though it increa.sed to 
around 8-8.2 per cent subsequently, it fdl 
once again to 7.7 per cent on December 27. 
The low level of forward premia reflects the 
expected easy liquidity. However, due to the 
fuming up of call rates, one-month forward 
premia stood mostly higher than six month 
preima (Graph C). 

While the sizeable build-up of reserves 
and the continuing inflows ate expected to 
take care of the outflows until the end of the 
current financial year, the inflation 
differentials and the need to keep exports 
profitable may compel the RBI to let the 
rupee depreciate Anther. The RBI's effective 
exchangerateindex(I98S=l(X))inreal terms 
based on a 36-country basket was at S9.1S 
in March 1993 which was considered in 
official circles as a reasonable ‘equilibrium’ 
level; the teal EER consistently remained 
above this level since then and even touched 
6 S.8 in August 199S. Subsequently, it has 
been brought down to 61.9 in August 1996. 

m 

Primary Market in GOt-Edged and 
Other Debt Instruments 

Satellite Dealers 

A significant development aimed at the 
buildii^ up of institutions relevant for the 


money market was the announcement on 
December 31 by the RBI of guidelines for 
satellite dealers in the government securities 
market. Subsidiaries of scheduled 
commercial banks or all-India financial 
instituUons, or companies incorporated under 
the Companies Act, 1956 provided they are 
dedicated predominantly to the securities 
business and in particular to the government 
securities market as also having net owned 
funds of a minimum of Rs S crate, are the 
eligible institutions which may apply for 
registration as satellite dealers. A satellite 
dealer will be required to have a standing 
arrangement with die Reserve Bank based 
on the execution of an undertaking, covoing, 
inter alia, (a) a commitment to generate 
outright turnover of central government 
securities including Treasuiy Bills of not 
less than Rs 30 crore in a year, (b) to achieve 
an annual turnover of not less than five times 
in government seburities including Treasury 
Bills; (c) to achieve a portfolio of not less 
than 20 per cent in govermnent securities in 
relation to tottd assets before the end of the 
first yearof operations after registration; and 


(d) to maint^n minimum capital standards 
based on risk-weighted assets. 

TheReserveBank would extend to satellite 
dealers facilities like current account and 
Subsidiary General Ledger (SGL) account, 
permission to borrow and lend in the money 
market including the call money market 
subject to cotain terms and conditions. The 
Reserve Bank would also recommend to the 
government of India for extension of the 
facility of ready forward contracts in eligible 
securitiM - all as eligible to the PDs. 

Issue of a Dated Security 

The Reserve Bank issued on auction a 
three-year security on December 23 a 
noting amount of Rs 2,000 crore. With 
short maturity of the bond, the market, 
especially the primary dealers, new private 
sector banks and foreign banks, showed 
significant interest in the bond and the 
response was even better than expected. 
I^mary dealers cornered more than 70 per 
cent of the issue as they expected to cash 
in on the liquidity release in January through 
CRR cut which would force banks to rush 


Table 2; Daily Quotations of Hiohs and Lows of Call Rates in Pfjr Cent Pea Annum. 
Simple Statistical Characteristics 



Ail Four 
Weeks 
of the 
Month 


December 1996 
Week Ended 


All Four 
Weeks 
of the 
Month 


November 1996 
Week Ended 



27 

20* 

13 

6* 

29 

22* 

15 

8* 

1 

Mean 

Standard 

6.2 

ll.i 

8.1 

48 

It 

6.2 

3.1 

93 

9.2 

4.3 

4.4 

deviation 4.0 

Co-efficient of 
variation 

0.5 

2.4 

1.7 

0.9 

3.7 

30 

2.4 

22 

28 

25 

(petcentages) 63.8 

4.8 

29.6 

34.9 

79.5 

61 6 

99.3 

25.4 

24.4 

64.6 

564 


* Data for reporting Fridays (RF) are omitted. 
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for purebaso of aecurities rtesaidiig m 
iqipncUitioa of thdr^ces. betides, prior 
to Ac miction, the RBI redu^ the rate of 
inienu at whichliquidity support it provided 
10 PDt in the form of re^ transactions, such 
support against 91-day aucUon TBs was 
nduced from 11.5 per cent to IO.S per cent 
and that against datMisecunties from 13 per 
cent to il per cent 

The Res^e bank received 160 bids for 
an amount of Rs 3,415 53 crore, that is, Rs 
l,41S.S3croie more than the notified amount 
tills was for the first tune since August last 
that a dated security auction has seen such 
an overwhelming response The response 
was good also in terms of coupon rate As 
againstthe coupon rate torthree-year security 
fixedinJuneatl3 70 per cent, the RBI could 
cutoffthecoupon ratefortheprcsent security 
at I3.40percent.Thenumberofbids accepted 
also was high at 93 and was comparable to 
the June auction, thus indicating a widely 
dispersed holding The security was most 
actively traded in the secondary market 
iminediately thereafter largely at a premium 

91-Day Treasury Bills 

There were four auctions of 91-day TBs 
each as usual with Rs SOOof notified amount 
The response to the auctions was not 
consistent The first auction held on 
December 6 received good response with 69 
bids worth Rs 1,396 crore and the Reserve 
Bank retained Rs 500 crore at a cut-off yield 
of 8.06 per cent. That was the period when 
the call money market was unusually easy 
ITic next auction, however, saw the response 
halved both in terms of number of bids and 
the amount received The Reserve Bank, 
therefore, had to hike the cut-off yield 
marginally to 8 19 per cent Yet, it could not 


htold a devolvemnit on itsdf and the FDs 
(Tilile 5). The next two auctions undertaken 
iftihc second fortnight when die call money 
madtet became ti^ received even poor 
raqronseandtheRBI preferred devolvemem 
toUking the cut-off yield which was brought 
down in the past couple of months in 
aiignment with the liquidity situation Non¬ 
competitive bidders generally kept 
tbeiriirelves away from the latter auctions as 
m the last few months of the financial year, 
the state govemmenti would focus more on 
meeting their expenditure targets 

364-Day Treasury Bills 

This paper continued to receive good 
support from the markM In two auctions the 
RbI collected Rs 661 25 crore and kept the 
yield unchanged at 10 33percent Themarket 
response in the second auction of the month 
though was one-half of the response in the 
first auction in terms of the amount bid The 
determination of the RBI to maintainthecut- 
off yield at 10 33 per cent forced it to reject 
more than one-haif of the bid amount and 
retain only Rs 169 crore from 10 bidders as 
against Rs 485 crore from 22 bidders in the 
first auction (Table 6) As a result there has 
been considerable narrowingof the diOcrence 
between the cut-off and weighted average 
prices 

Bonds Market 

The buoyancy in the bonds market 
continued tor another month with the strong 
possibility of a further boom to ensue in the 
iast quarter ot the current financial year 
despite the systemic deficiencies observed 
in this market The buoyancy in the bonds 
market was the result of a mixed set of 
factors A weak capital market preventing 


issiren from appn»cMqg it for equi^ fitnda 
has induced thlmto iuroesa Bw fixed-incone 
market through bonds of varying fsatuces. 
Surpnsingly the investors responded w«dl to 
this option despite a weak secondary market 
purelyonaccountofthehighreturnsoflmd 
by issuers on their bonds The bonds market 
also saw quite a few innovations in terms 
of structunng and marketing of the issura 
with success stones such as, the first issue 
ot IDBI’s flexibonds and the multi-option 
Konkan Railway issue There was an equally 
large amount ofdebt that was privately placed 
by issuerstosave the marketmgand servicing 
costs Encouragedbythebanks,manypnvate 
comparaes flooded the market wiBi NCDs 
at very attractive rates Unlike the earber 
practice when almost all issues were short 
term up to 18 months, Bie market now 
witnesses sizeable long-term debentures up 
tolOyears Theinterestratesstnictureranges 
from 20 9 to 22 2 per cent for 12 months, 
from 19 9 to 23 9 per cent for 18 months, 
from 17 2 to 24 per cent tor 24 months, from 
18 S to 24 7 per cent for 36 months and 
above 25 per cent for 48 months Against 
this high cost interest stenano, the 10-year ■ 
debentures from Gujarat Ambuja earned an 
effective yield of 17 6 per cent Credibility 
and safety assume top pnonty for investors 
as the market has become excessively 
beleaguered with a spate of defaults This 
was the sole reason why GE Capital was 
successful in raising substantial funds at low 
rateof 17 5 per cent as against its March offer 
of22 per cent It is also observed that dunng 
December while 65 per cent ot total number 
of issues earned ‘put* options, only 35 per 
centhadoffered'e^r options This explosion 
in debt issues has nevertheless implications 
tor the resultant high debt-equity and the 


Tabcb X Cau, Moni-y Ratss 

(Percent per annum) 


Items 

December 1996 




November 1996 




27 

20(RF) 

13 

6{RF) 

29 

22(RF) 

15 

8(RF) 


1 

Weekly range 10 50-12 50 

0 lO-l 1 50 

3 00-8 25 0 25-2 50 

0 50-1000 0 25-1100 

7 00-12 25 

0 25-11 00 

1 50-8 00 

(1550-4000) (0 25-1450)(1100-23 00) (0 10 25 00) 

(18 00-28 00) (050-40 00)(20 00-60 00) (0J5 13000) (1500-8500) 

Weekend (Friday) 10 75-1100 

0 10-0 25 

6 7.5-8 50 0 25-0 50 

1 00-3 00 0 25-0 50 

10 50-11 25 

0 25-0 50 

1 50-2 50 

Weekly weighted average * na 

691 

4 53 

1 07 

5 70 

10 35 

844 

3 23 


5 08 

DFHI lending nile8(range) na 

0 50-11 50 

3 25-8 50 0 25 2 50 

110-1060 0 50-1100 

6 00-11 00 

0 40 11 00 

1 50-9 00 

* Weighted average of borrowing rates reported to the RBI by selected banks and DFHI, weights bt mg proportional to amounts borrowed 


Figures in the parentheses represent weekly range dunng similar penud last year 






Tablf 4 Estimatfo Fuiw of Uquiditv in ro rns Finanhac system during Decembsr 1996 












(Rupees i rare) 

Week- 


27 


20 


13 


6 


Items\^ndcd 

Inflow 

Outflow Net 

Inflow 

Outflow Net 

Inflow 

Outflow Net 

Inflow Outflow 

Net 

91-day Treasury Bills 










AucUon 

809 

191 618 

744 

256 488 

660 

340 320 

500 

500 

• 

364-day T bills (auction) 

- 

- 

15 

169 -154 

- 

- 

9 

485 

-476 

Govt Seruniies Auction 










Coupon Payments 

66 

66 

82 

82 

814 

• 814 

822 


822 

Net Fonegn Assets 

700 

- 700 

690 

- 690 

130 

0 130 

164 

- 

164 

Open Market Operations (RBI) 

- 

- 

- 

- 

- 

242 -242 


958 

-958 

Advance Tax Payments 

- 

2500 -2500 

- 

2500 -2500 

. 

. 

• 

. 

. 

Total 

1575 

2691 -1116 

1531 

2925 -1394 

1604 

582 1022 

1495 

1943 

-448 


\ Hotel A negoiive sign imphes net outflow -means nil 

4 ,’ 
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high debt service ratios that the corporates 
have got into. 

Alot of issues were also floated by finance 
companies to refinance their other short¬ 
term liabilities such as, flxed deposits. Many 
PSUs toooffered high current yields on their 
taxable bonds. Banks and financial 
institutions floated a significant amount of 
bond issues and invested in a large amount 
of debt issues through private placements 
too. They found each others issues as well 
as company NCDs attractive. 

The guidelines for dedicated debt 
investment by PIIs gave a boost to the debt 
market with some of the PIIs such as. 
Peregrine and Nikko Securities, Daiwa and 
Nomura Securities showing a keen interest 
in the Indian corporate debt, especially those 
issues which aimed at funding infrastructure. 
According to an estimate, the total funds 
raised through debt in 1996 was around Rs 
20,000 crore. The first quarter of the new 
year is likely to witness floatations of nearly 
Rs 5,000 crore worth of bonds, as a number 
of FIs and blue-chip companies prepare to 
tap the debt market. 

.^s for the issues during the month, those 
floated by Maharashtra Krishna Valley and 
Konkan Railway received overwhelming 
response from tii; retail investors. The reasons 
for the oversubscription of both these issues 
^ere high returns and enhanced income-tax 
exemption eligibility. IDBI once again en¬ 
tered the market with its second flexibond 
series in early January. This issue is expected 
to receive overwhelming response due to (i) 
ample liquidity in the system, (ii) coupon 
rate being higher than the prime lending rates 
of SBI and other banks, and (iii) IDBI’s 
intention of injecting liquidity character to 
the.se bonds by making four merchant bankers 
as market makers for such issue. Private 


placements of ICICI bonds and IPCI bonds 
too were scheduled to open around the same 
time. Besides, IPCI also announced another 
bond issue with a stepped-up interest rate 
structure of IS.S per cent for the first year 
and 16 per cent for the second year. Besides 
these, among the notable issuers in the 
corporate sector during December were 
Gujarat Ambuja and GE Capital. 

CPs and CDs 

Activity in the primary market of 
Certificates of Deposits (CDs) has been 
sluggish as a fall-out of easy call rates during 
the current financial year so far. In fact, the 
easy call rates and buoyant deposit growth 
have resulted in banks redeeming their earlier 
borrowings through this paper at high 
discount rates. The activity in commercial 
paper (CP), however, picked up i n November 
as many corporate units came forward to 
borrow through this route due to reluctance 
on the part of banks to lend in the form 
oferedit. The outstandings surged to Rs 1,500 


crore as against Rs. 350 crore in mid- 
September. 

ICD Marlret 

ICD market has been plagued by rampant 
and continued defaults. There were recent 
reports regarding unaccounted money of the 
film artists flowing into this market Income 
tax department was reported to have 
discove^ evidence of the black money 
generated by film industry finding its way 
to the money market through the ICD route. 
Historically, in the Indian economy, whenever 
there has been a shortage of funds in the 
official channel, the corporate sector has 
been depending on the cash generated by the 
parallel economy. To that extent the RBI's 
monetary controls have been rendered 
ineffective. Nevertheless thecoiporate sector 
has always been demanding removal of con¬ 
trols on ICDs by introducing amendments 
to the Companies Act. However, given the 
unsecured nature of this market and its mis¬ 
use, there is case for greater transparency of 


Table 6: Auctions of .W-Dav Treasury Bills 

(Amount in rupees crore) 


Date of 
Auction 


Bids Tendered 

Bids Accepted 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Rate 

(Per Cent) 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

1995 

Dec 6 

9 

27.00 

3 

9.00 

88.50 

12.99 

Dec 20 

5 

18.08 

3 

15.08' 

88.50 

12.99 

1996 

Dec 4 

39 

781.20 

22 

485.00 

90.64 

(90.74) 

10.33 

(10.20) 

Dec 18 

26 

391 

10 

169.00 

90.64 

(90.65) 

10.33 

(10.31) 


Figures in brackets repieseni weighted average price and the respective yield. 


Table S; AuenoNs ok 91 -Day Treasury Bills 


(Amount in rupees crore) 


Date of Notified Bids Tendered Bids Accepted .Subscription Cut-off Cut-off Amount Outsiandimg (Rupees)® 

Auction Amount-Devolved Price Yield - 

(Rupees) No Face Value No Face Value on RBI (in Rupees) Rate Total With RBI Outside 
(Amount) (Amount) (Amount) (Per Cent) RBI 

(I) (2) (.1) (4) (5) (6) (7)* (8) (9) (10) (II) (12) 

_ 


Dec 8 

500.00 

6 

25.50 

(3) 

5* 

(340) 

24 50 
(3) 

135.50 
' (340) 

96.86 

12.97 

6500.00 

1604.25 

4895 75 

Dec 15 

500.00 

14 

59.25 

(3) 

to 

(102.01) 

50.75 

(3) 

347 24 
(102 01) 

96.86 

12.97 

6500.00 

1951.49 

4548.52 

Dec 22 

.500.00 

15 

55 78 
(2) 

12 

(200.42) 

40.78 

(2) 

258.80 

(200.42) 

96.86 

12.97 

6500.00 

2210.29 

4289.71 

Dec 29 

1996 

50000 

3 

12.00 

(2) 

2 

(201.61) 

7.00 

(2) 

291.39 

(201.61) 

96.86 

12.97 

6500 00 

2.501.68 

3998.32 

Dec 6 

500.00 

68 

1196.00 

(1) 

36 

(200) 

408.21 

(I) 

0.00 

(91.795) 

98.03 

8.04 

(98.05] 

6500.00 

17.96] 

951.00 

5549.00 

Dec 13 

500.00 

29 

406.00 

(1) 

9 

(100) 

215.00 

(1) 

159.84 

(100) 

98.00 

(25.16) 

8.16 

[98.02] 

6500.00 

[8.08] 

951.00 

5549.00 

Dec 20 

500.00 

13 

157.40 

5 

67.4 

373.76 

98.00 

(58.84) 

8.16 

(98.00] 

6500.00 

[8.16] 

1110.84 

5389.16 

Dec27 

500.00 

14 

197.50 

6 

142.50 

308.88 

98.00 

(48.62) 

8.16 

[98.00] 

6500.00 

[8.16] 

1355.00 

5145.00 


.Notes: Figures in parantheses in cols 3 to 6 represent numbers and amounts of non-competitive bids which are not included in the total. 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in Col. 7 relate to devoivement. ® Outstanding amounts are estimated for last few weeks of December 1996. 
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Am>b«hx Taiu; Seoondaiiy MAWter Oemtions in Govemwent Paes*, RBI’s SOL Data 


(Amount In rupees crore) 


TT 


Week Ending December 1996: Yield to Maturity on Ac tual Tradwi^ 


Descriptions 


Amt YTO CY 


nr 

Amt YTM 


Total for the month 
of December 1996 


CY Amt YTM 


CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 


581.27 

7.43 

1575.16 

7.85 






20.00 

8.25 



2.00 

7.08 


2.00 

7.08 



3.00 

7.23 


3.00 

7.23 






5.00 

7.90 



7.55 

9.26 


7.55 

9.26 






40.00 

9.86 



5.00 

9.72 


16.00 

10.27 



30.00 

9.51 


75.00 

9.92 



85.00 

9.30 


85.00 

9.30 



5.00 

9.27 


40.00 

10.37 



16.58 

9.65 


26.58 

9.82 



52.00 

10.02 


60.00 

10.02 



10.00 

9.97 


15.00 

10.02 






286.00 

10.12 




. 


23.00 

10.44 



216.13 

9.52 


704.13 

9.89 


13.17 

36.20 

11.39 

13.15 

243.20 

11.73 

13.22 

12.13 

20.00 

12.55 

12.14 

60.10 

12.68 

12.16 


5:00 

13.29 

13.27 

5.00 

13.29 

13.27 

12.47 

118.70 

13.44 

12.48 

134.29 

13.44 

12.48 

13.78 

165.00 

13.65 

13.19 

250.23 

13.64 

13.37 

13.34 

344.90 

13.27 

12.88 

692.82 

12.84 

13.04 


5.00 

I0..53 

11.92 

5.00 

10.53 

11.92 

12.91 

19.00 

8.67 

12.91 

59.00 

9.07 

12.95 

13.16 

132.00 

9 54 

13.14 

226.00 

9.62 

13.15 

■ 

14.00 

10.02 

13.14 

19.00 

10.65 

13.21 

13.15 

40.00 

11.14 

13.14 

90.00 

11.21 

13.16 

. 

20.00 

11.25 

13.19 

25.00 

11.40 

13.22 

13.31 

30.00 

12.19 

13.30 

40.00 

12.24 

13.31 


1 Tteasuiy Bills 
A 91-Day Bills 
B 364-Day Bills 

i) Dec 20. 1996 

ii) Jan 31. 1997 

iii) Feb 14. 1997 

iv) Mar 28.1997 
V) Apr 11.1997 

vi) Jun 20. 1997 

vii) Jul 4. 1997 

viii) Jul 18, 1997 

ix) Aug IS. 1997 
X) Aug 29. 1997 

xi) Oct 10. 1997 

xii) Nov 7. 1997 

xiii) Nov 21. 1997 

xiv) Dec 5. 1997 
XV) Dec 19. 1997 

Sub-total * 

2 COI Dated Securities 


276.88 9.30 


11.00 

30.00 


I0.S2 

I0.4S 


35.00 10.52 


5.00 

3.00 

84.00 


10.22 

10.46 

10.47 


357.91 7.75 

10.00 7.08 

40 00 9.86 

5.00 10.22 

5.00 10.12 
56.00 9.75 
20.00 10.43 
1.36.00 9.72 


359.09 7.54 

10.00 9.42 

5 00 7.90 

15.00 9.67 

5.00 9.97 

8.00 10.02 

225.00 10.21 

268.00 10.10 


A Converted (Per Cent: Year) 








i) 13.50. 1998 

80 00 

11.94 

13.26 

7" .00 

11.84 

13.24 

50.00 

11.45 

ii) 12.00. 1999 

30.00 

12.81 

12.20 

0 10 

12.36 

12.09 

10.00 

12.51 

iii) 13.25.2000 

- 

- 

- 


- 

- 

- 

• 

iv) 11.75,2001 

- 

. 

- 

0.50 

13.60 

13.16 

15.09 

13.44 

V) 12.50.2004 

10.23 

13.56 

13.14 



- 

75.00 

13.63 

Sub-total* 

120.23 

12.29 

12.98 

77.60 

11.86 

13.24 

150.09 

12.81 

B Regular (Per Cent; Year) 








i) 12.00, 1997 

- 

- 

- 

- 

- 

- 

- 


ii) 13.25, 1997 

- 



25.00 

9.63 

13.00 

15.00 

8.64 

iii) 13.50. 1997 

10.00 

9.91 

13.20 

5.00 

10.11 

13.21 

79.00 

9.68 

iv) 13.00.1998 


- 

- 

- 

- 

- 

- 

- 

V) 13.50. 1998 

5.00 

12.40 

13.40 

- 

- 

- 

■ 

- 

Vi) 13.62. 1998 

- 

- 

- 

15.00 

11.60 

13.24 

35.00 

11.13 

vii) 13.65, 1998 

5.00 

12.00 

13 33 

- 

- 

- 

- 

* 

viii) 13.65, 1999 

- 

- 

- 

5.00 

12.53 

1.3.38 

5.00 

12.24 

ix) 13.40. 1999 

1090.21 

13.39 

13.40 

- 

- 

- 

• 

- 

xj 13.70. 1999 

25.00 

13.25 

13.58 

10.00 

13.23 

13.57 

36.50 

12.77 

xi) 10.75.2000 

- 


- 

4.40 

14.01 

11.78 

- 

- 

xii) 11.64.2000 

20.00 

13.29 

12.20 

2.00 

13.42 

12.25 

13.00 

13.34 

xiii) 13.55. 2001 

86.05 

13.55 

13.50 

33.01 

13.47 

13.52 

232.55 

13.46 

xiv) 13.75.2001 

20.00 

13.44 

13.62 

13.00 

13.47 

13.72 

10.00 

13.40 

XV) 13.8.5,2001 

10.00 

13.20 

13.58 

- 

- 

- 

25.00 

13.22 

xvi) 11.00,2002 

- 

- 

• 


- 

• 

- 

- 

Kvii) 11.55.2002(1) 

- 

- 

- 

- 

- 

- 

10.00 

13.82 

xviii) 12.75. 2002 

. 

- 

. 

1.00 

13.69 

13.23 

3.00 

13.70 

xix) 13.82.2002 

15.00 

13.40 

13.60 

. 


- 

15.00 

13.35 

XX) 14.00.2005 

0.60 

13 60 

13.73 

0.04 

13.57 

13.71 

0.52 

13.59 

xxi) 11.50.2006 

1.00 

13.79 

13.05 

- 

- 

- 

- 

- 

xxii) 13.85. 2006 

- 

- 

- 

- 

- 

- 

0.05 

13.50 

xxlii)13.85. 2006(1NST) 63.00 

13.74 

13.77 

- 

- 

- 

- 

• 

xxiV) 14.00. 2006 

20.00 

13.57 

13.70 

33.60 

13.59 

13.72 

26.50 

13.60 

XXV) 11.50. 2007 

- 

- 

- 

- 

- 

- 

10.00 

14.31 

xxvi) 7.50. 2010 

- 


- 

- 

- 

- 

10.00 

14.31 

Sub-total * 

1370.86 

13.38 

13.42 

147.05 

12.51 

13.38 

526.12 

12.57 

C Zero coupon (Per Cent: Year) 








(i) ZCB, 199 

31.70 

13.13 

8.93 

5.00 

13.28 

8.98 

15.00 

12.98 

(iij ZCB. 2000(111) 

5.08 

13.64 

11.23 

24.00 

13.62 

11.24 

10.00 

13.53 

(iii) ZCB. 2000(1111-11) 10.00 

13.37 

12.78 

4.00 

13.60 

12.92 

13.20 

13.48 

Sub-total 

46.78 

13.24 

10.00 

33.00 

13.56 

11.10 

38.20 

13.30 

(A+B-i-C) 

1537.87 

13.29 

13.28 257.65 

12.45 

13.05 

714.41 

12.66 

D RBI’s Open Market 









Operations (Per Cent) 

- 

- 

- 

• 

- 

- 

241.77 

13 59 

(A-fB-vC+D) 

1537.87 

13.29 

13.28 257.65 

12 . ,5 

13.05 

956.18 

12.90 

3 REPO 









(i) 91-DayTBill 

- 

- 

. 

10.00 

- 

- 

7.00 

- 

(ii) 364-Day T Bill 

- 

- 

- 

48.25 

- 

- 

• 

- 

(iii) Govt Securities 

326.15 

. 

. 

654.00 

- 

- 

293.00 

- 

Sub-total 

326.15 



712.25 



300.00 


4 State Govt Securities 

34.00 

13.64 

13.71 

5.00 

13.60 

13.16 

18.08 

13.63 

Grand total 

2258.90 


1468.81 


1901.35 



1090.21 

71.50 

4.40 


13.39 

13.00 

14.01 


13.40 

13.51 

11.78 


5.00 

55.00 

225.00 


13.61 5.17 

13.72 56.00 

13.58 

8.85 2.41 


8.95 35.00 

11.24 .57.08 

12.91 85.12 

10.92 177.20 
13.17 1707.39 

13.72 957.57 
13.31 2664.96 


19.00 

29.00 

400.00 

448.00 

24.37 

3934.73 


13.33 

12.23 

155.00 

13.33 

12.22 

13.49 

13.52 

755.28 

13.49 

13.52 

13.41 

13.60 

48.00 

13.44 

13.64 

13.26 

13.60 

90.00 

13.24 

13.59 

13.75 

12.27 

225.00 

13.75 

12.77 

. 

. 

10.00 

13.82 

12.69 

. 


4.00 

13.70 

13.24 

13.34 

13.57 

83.05 

13.35 

13.58 

. 

- 

1.16 

13.60 

13.73 

. 

. 

1.00 

13.79 

13.05 

13.59 

13.67 

5.22 

13.59 

13.67 

. 

- 

63.00 

13.74 

13.77 

13.60 

13.72 

136.10 

13.59 

13.72 

. 

. 

10.00 

14.31 

13.58 

13.92 

12.20 

12.41 

14.24 

9.50 

12.79 

13.08 

3229.32 

12.99 

13.27 

12.82 

8.95 

86.70 

12.99 

8.95 

13.57 

11.24 

96.16 

13.58 

11.24 

13.45 

12.92 

112.32 

13.45 

12.91 

13.36 

11.59 

295.18 

13.36 

11.20 

12.95 

12.88 

4217.32 

12.99 

13.09 

13.57 

13.66 

1199.34 

13.57 

13.67 

13.17 

13.16 

5416.66 

13.12 

13.22 


13.42 


- 36.00 

- 77.25 

- 1673.15 
1786.40 

13.70 13.63 81.45 

9563.79 


0.00 0.00 


(•) means no trading YTM s Yield to maturity in percentage per annum CY = Current yield in per cent per annum * Yield rates of these sub¬ 
groups of t-bills and dated securities have been used for the graphs. 

Notes-. I Yields ate weighted yields, weighted by the amounts of each transaction. 

2 Cuneiit yield !ias not bwn worked out for treasury bills. 
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Table 7: Operations of National Stock Exchange (NSB) during December 1996 - Actual 

tRADED Amount 

‘ (Rupees crvre) 


Descriptors 


27 


Week Ending December 


20 


13 


Total durine 


December November October 


1 Treasury Bills 

228.22 

156.00 

i) 91-day Bills 

118.22 

96.00 

ii) 364-day Bills 

110.00 

60.00 

iii) Repo 

- 

- 

2 Dated Securities 

838.61 

193.83 

A GOl Securities 

831..59 

193.67 

i) Converted 

80.00 

91.02 

ii) Regular 

634.39 

102.65 

iii) Zero Coupon 

117.00 

- 

iv) Floating Rare Bonds 

- 

- 

v)GCB 

0.20 

- 

vi) Repo 

- 

- 

B State Govts. Stocks 

7.02 

0.16 

3 PSU Bonds 

15.02 

12.65 

i) Tax free 

5.02 

2.65 

li) Taxable 

10.00 

10.00 

4 Commercial Papers 

3.00 


5 Certificates of Deposits 

1.25 

20.00 

6 Debentures 

2.03 

0.98 

7 Floating Rate Bonds 

- 



223.90 

454.25 


1002.40 

848.57 

115.90 

187.67 

517.79 

548.80 

388.36 

108.00 

266.58 

544.58 

453.60 

460.21 

346.10 

785.71 

2164.25 

3587.21 

2696.10 

339.79 

780.06 

2145.11 

3569.48 

2691.52 

105.00 

164.00 

440.02 

1174.66 

894.10 

207.79 

538.06 

1482.89 

1829.40 

1145.95 

25.00 

78.00 

220.00 

551.43 

646.47 

. 

. 

. 

0.00 

0.00 

2.00 

- 

2.20 

0.50 

5.00 

- 

- 

- 

0.00 

0.00 

6.31 

5.65 

19.14 

17.73 

4.58 

31.60 

31.74 

91.01 

240.80 

97.22 

16.60 

13.74 

38.01 

123.20 

43.18 

15.00 

18.00 

53.00 

117.60 

54.04 

5.00 

10.00 

18.00 

17.00 

2.00 

- 

5.00 

26.25 

14.90 

35.20 

16.89 

3.56 

23.46 

13.95 

3.07 

- 

- 

- 

20.00 

1.71 

.59.71 

11.61 

102.60 

119.67 

67.91 

683.20 

1301.87 

2425.57 

3751.78 

3751.78 


8ID+IB+BB+PD+CN 0 75 30.53 
Grand total (volume) 1088.88 413.99 


Notes: -Notnding.lDNon-SLRlnstitutionalBondN.IBSLRInstitutionalBonds GCB Government 
Compensation Bond.s BB Bank Bonds PD Promissory Note. CN Company Notes.' 


Tabi-k 8: Repo Transactions in Government Paper 
(Other than with the RBI) • December 1996 


Repo Period 
in Number 
of Days 

Amount Involved 
(Rupees, crore) 

Range of 
Interest 
(Per Cent 

Per Annum) 

Weighted 

Average 

Interest Rate 
(Per cent Per Annum) 

A Dated Securities 

3 

1157.00 

1.25-10.25 

5.71 

4 

30.00 

2.00 

2.00 

6 

15.00 

8.80 

8.80 

8 

10.00 

6.75 

6.75 

10 

25.00 

5.50-6..50 

6.10 

II 

60.00 

6.10-10.95 

6.90 

12 

70.00 

6.25-10.80 

7.50 

14 

291.15 

8 .1-11.00 

10.40 

15 

15.00 

6.50 

6.50 

All Issues 

1673.15 

1.25-11.00 

6.62 

B 364-Day TBs 

(All Issues) 

77.25 

3.25-8.00 

6.20 

C 91-Day TBs 

(All Issues) 

36.00 

()-4.Q0 

0.77 


such lendings (and borrowings) at least vis- 
a-vis the lending banks and the flnancial 
institutions. 

IV 

Secondary Market 

Gilt-Edged Paper 

The secondary market in government 
securities underwent a see-saw cycle in 
December(Appendix Table). The initial part 
of the month saw transactions ranging 
between Rs 400-600croFe per day as the call 
money rates ruled easy. As the call rates 
began to firm up in the second week, the 
securities market underwoit a slump and the 
daily volumes decline) to Rs 20-50 crore just 


as the prices of securities too firmed up and 
yields improved by as much as 100 basis 
points. For example, the price of I3.S per 
cent 1997 fell fromRs 102.75 in November 
to Rs 101.90 in December, that of 13.5 per 
cent 1998 from Rs 102.56 to Rs 101.70 and 
13.70 per cent 1999 from Rs 104.15 to 
Rs 100.77. The fall in prices wasengineered 
by heavy selling in the wake of a rise in call 
rates. The other important factors were; (a) 
banks' efforts to reduce the holding of old, 
low coupon securities and utilise the funds 
for the December 23 auction of government 
securities, (b) expectation of large liquidity 
outflow in the second half of the month, (c) 
absence of foreign banks in gilt market due 
to the finalisation of their year-end accounts. 


Economic and Political Weekly January 4-11, 1997 


and (d) RBTs directive to 9 private banks 
to marie to market 100 per cent of their 
investment portfolioof approved/mandatory 
securities. 

The newest security, ie, 13.4 per cent 1999 
stock was very activdy traded in the secondary 
market mostly due to short-selling by PDs. 
Many PDs sold the stocks without having 
the physical possession of this paper. This 
was frowned upon by RB! which prohibited 
short-selling in any form. Repo transactions 
during the month were mostly for 3 days 
(Table 7). 

After announcement on December 26 of 
CRR cut to be effected in January, however, 
the market once again became buoyant as 
banks, especially the new private sector and 
foreign banks, began to build up their 
positions to be offloaded at a time when the 
security prices may firm up later on buying 
interest. 

Open Market Operations of RBI 

The RBI was not very active on the open 
market operations front. Uiough liquidity 
situation was easy, it was not comfortable 
for market participants since funds kept 
moving in and out of the system on account 
of such reasons as, advance tax payments 
and gilt-edged paper subscriptions. 
Nevertheless, the RBI did offload Rs 756.77 
crore worth of 13.SS per cent 2001 security 
during the first fortnight of December. The 
latter half of the month was quiet in terms 
of open market operations. January may sec 
more activity on this front as banks are 
expected to have much liquidity released on 
account of two tranche of CRR reductions. 

Yield Curve 

Contrary to the month of November, the 
yield curve in December assumed a more 
normal upward slope with long-dated papers 
fetching higher return than the short-dated 
ones; it was so even in 364-day TBs 
(Graph D). 

Other Debt Instruments 

Secondary trading in debt instruments was 
generally subdued during December. NSE, 
for instance, reported a reduced turnover of 
Rs 91 crore during the month as against Rs 
241 crore in November (Table 7). Both 
taxable and tax-free bonds .suffered reduced 
transactions. On the other hand, CPs, CDs 
and company debentures have seen slightly 
increased transactions as their primary Issues 
in recent months have gathered some 
momentum. 

Incidentally, the Bombay Stock Exchange 
opened in September an exclusive platform 
on its on-line trading (BOLT) system for 
trading in corporate debt instruments. Since 
then the turnover in it worked out to be about 
Rs 13-14 crore during the first three months 
but it increased to Rs 19.77 crore in December. 

[V PPrasanth and Rafiq L Ansari have undertaken 
the supporting review and sUitistical compiladotis 
for this paper] * 
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COMMENTARY __ 

4 

INDIAN LANGUAGES NEWSPAPERS; I 

Malayalam: ^The Day-to-Day Social 
Life of the People... ’ 

Robin Jeffrey 

Spreading across India after the end of the 'emergency ’ in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per-thousand people ratio 
doubled - from 15 daily newspapers per 1,000 people to 32 per 
1,000. Regular reading of something called ‘news’ both indicates and 
causes change. Expansion of competing newspapers clearly signals 
the vitality and growth of capitalism: newspapers have owners and 
owners must have advertisers. The changes of the past 20 years are 
obvious yet largely unstudied. The essays in this series on the press 
in the major Indian languages are part of a larger project to map, 
analyse and try to understand the transformation of the Indian- 
language newspaper industry. It would be foolhardy to argue that 
Malayalam newspapers, because they have long led India on most 
stati,stical measures, provide models of the future for other parts 
of the country. However, the Malayalam experience does illustrate 
the force of capitalist practices and international technology and 
the necessity of adapting these forces constantly and skilfully to 
local conditions. 


THE second largest Malayalam daily 
newspaper has impeccable nationalist 
origins and distinctive regional and social 
associations; but what makes it particularly 
instructive tor our purposes is its struct¬ 
ure of ownership. Based in the northern 
Kerala town of Kozhikode (Calicut), 
Maihruhhumi {circulaiion 1995:5,35,000) 
was founded in 1923 in the aftermath of 
Gandhi's non-cooperation movement as 
a public limited company. This status 
makes it rare among newspapers, which 
tend to be closely held private companies 
owned by a single family. Mathrubhumi's 
ownership has proved controversial, and 
the struggles to control it illustrate the 
extent to which language and newspapers 
affect the emotions and politics of large 
numbers of people. 

The newspaper's founders were members 
of the Indian National Congress led by 
K P K^sava Menon (1886-1978); its share¬ 
holders included about 350 men and women 
of Kerala. Though Mathrubhumi lost money 
regularly in its early years, that did not matter, 
its historian noted in 1973, because its goals 
were not those of business but of .social 
service.' It battled gallantly with Bnti.sh 
authorities before independence and bitterly 
with Kerala's Communists from the late 
1930s. By the 1940s, as Kerala's literate and 
politici.s^ character forced itself to the 


attention of officials, the British acknow¬ 
ledged that Mathrubhumi 
reaches every village in the district [of 
Malabar] and... [a] mischievous attack on 
the Police [in Mathrubhumi] is likely to do 
a great deal of harm among the mass of the 
people who are able to read but not able to 
think for themselves.^ 

Mathrubhumi came to be known as a 
Congress newspaper, closely associated with 
Malabar district and with Nayars, the upper 
caste group that had largely made up both 
the gentry and intelligentsia of Kerala. 

To referto ‘Kerala’, however, is premature. 
Under the British, the Malayalam-speaking 
region was diviefed among three political 
entities. The Malayalam langua^ and shared 
social characteristics gave Kerala a cultural 
unity which the British had frozen into 
political division about 1,800. In the north, 
Malabar district, the home of Mathrubhtmi, 
was one of tw.^ dozen districts in the sprawling 
Madras presidency, directly ruled by the 
British. 'The southern part of today’s Kerala 
was divided between two ’princely states’ 
ruled by Indian princes - Cochin, small and 
central, and Travancore, much larger, to the 
south. From 1920 when Gandhi reorganised 
the provincial units of Indian National 
Congress on linguistic lines, modest pressures 
had grown for commonMalayali institutions, 
including a single state of Kerala. In the 


1940s, Mathrubhumi supported such 
demands, which were met in two stages, fifst, 
with thcunificationofTravancore and Cochin' 
in 1949 and then with the foimationofKerala 
state, under the far-reaching reorganisation 
of India’s states, in 1956. 

From the beginning of the 20th cenmry, 
Kerala was notorious for its passion for 
newspapers.' The first reports of the 
Registrar of Newspapers for India in the 
1950s showed Malayalam dailies selling 
4,30,000 copies a day, only 84,000 fewer 
than Hindi, the national language.^ And 
Mathrubhumi was Kerala’s leading daily 
with an estimated circulation ot 19,000 at 
independence in 1947, which rose quickly 
to 26.000by 1952.’ Once the struggle against 
the British ended, Mathrubhumi faced 
similar choices to those of other nationalist 
newspapers in Indian languages. What now 
was their role? For Mathrubhumi, this was 
perhaps easier than for newspapers 
elsewhere. The bitter struggle between the 
Congre.ss and the Communists in Kerala 
ga ve aCongress newspaper not only a reason 
for existence but a steady supply of 
electrifying stories for eager readers. The 
conduct of the newspaper remained with the 
old nationalists who had founded it and who 
comprised most of the shareholders, most 
of whom, it was said, had little idea where 
they had put their ancient share certificates. 

Commercial competition became 
noticeable after the formation of Kerala state 
in 1957. Mathrubhumi had been .slow to join 
the Audit Bureau of Circulations, as its 
certificate No 143 suggests. The other long- 
established Malayalam daily, Malayala 
Manorama, publi.shed from Kottayam in the 
old Travancore state, held ABC certificate 
No 19, an indication of the newspaper’s 
origins in 1888 as a venture of a prospering 
Syrian Christian family. By 1960, Malayala 
Manorama had become the largest-selling 
Malayalam daily with 91,000 copies to 
Mathrubhumi’s 78,000.* In 1962, Mathru¬ 
bhumi started a second edition in Cochin and 
recaptured the circulation lead for the next 
five years. Malayala Manorama countered 
by setting up an edition in Kozhikode itself 
in 1966,’ and by 1971 had established a lead 
in circulation that it has never surrendered. 
The 1960s wasadecadeofstrikingcirculation 
rises. From I960 to 1971, both dailies more 
than trebled: Malayala Manorama, from 
91,000 copies to 3,09,000; Mathrubhumi, 
from 78,000 to 2,50,000.' 

Of particular interest, however, is the 
contrast in the managements of the two 
organisations and the timing of crucial 
changes. Though both newspapers are public 
limited companies, Malayala Manorama is 
closely held as a family operation; it is hard 
to imagine its share being traded in the 
market. Similar assumptions governed 
Mathrubhumi as long as the old nationalists 
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lived, 'nwy, too, were rather like a family, 
and a clutch of stalwarts ran the newspaper. 
All this began slowly to unravel at the end 
of Indira Gandhi’s ‘emergency’. As new 
technology became inevitable, the need for 
capital grew, as did the pressures to change 
(the way a slow-moving, old-style, probably 
overstaffed newspaper worked. A prolonged 
strike followed.’ The old nationalists began 
to t^ire or die in the 1970s. A new edition, 
launched from Trivandrum in 1980, did not 
close the gap with Malayala Manorama. A 
struggle began among the shareholders for 
control of the company. The 5,000 shares 
atRs Seach, which had floated the newspaper 
in 1923, acquired undreamt-of value. By the 
1990s, with control of the newspaper 
contested, they traded at thousands of rupees 
cacb.'^The struggle tocontrol Mathrubhumi 
eventually reached the Supreme Court of India 
and illustrated the value of a newspaper and 
the way in which languages and local honour 
provide at least a hindrance to the acquisition 
of newspapers by ‘outside’ capitalists. 

In 1993, Mathrubhumi '.v general manager 

[ - finance described the financial structure 
and compulsions of the company." When 
the new.spaper was floated in the 1920s, 
3,479 of the 5,000 shares were purchased 
at a nominal fee of Rs 5 each by 352 different 
shareholders, 203 of whom bought only one 
share each. Even in the 1990s, no single 
person owned more than 225 shares. 
Mathrubhumi was a “public limited company 
in the true sense”. Shareholders elect nine 
directors for two-year terms, one-third being 
elected each year." 

The late 1970s brought two important 
changes. First, the old nationalists, who had 
run the newspaper as a kind of public trust, 
began to disappear. Second, the economic 
climate in India and in Kerala began to 
become more unapologetically capitalist. 
Mathrubhumi, which under, its old regime 
^as a Kerala institution and also an effectively 
run business, came to be seen as a valuable 
asset. Us control could provide wealth - and 
certainly provided influence and prestige. 
Shares in Mathrubhumi began to be traded 
in a way that was inconceivable 10 years 
earlier. Indeed, when the share book was 
tidied up in the mid- 1980s, it was found that 
there were dozens of partly paid-up shares 
who.se owners were long dead or unknown. 
Such shares wereforteited, making theremain- 
ing valid shares even more valuable. A keen 
contest tocontrol the company began, in which 
M P Veerendra Kumar, a wealthy planter and 
political aspirant, who held about 3 per cent 
of the shares, emerged as the dominant 
shareholder and became managing director. 

In the course of this struggle, M D Nalapat, 
another shareholder and editor from 1984-87, 
whose mother, the writer Kamala Das, also 
held shares, was forced off the board of 

i directors. Nalapat then broke the rules as 
they had existed up till that time: he sold his 
■ shares(atRs 12,5(iOeach)nolmerelyoutside 
of Kerala but to India’s wealthiest newspaper 


chain- Bennett and Coleman, owners of The 
Times ofltuHa in Bombay." Nalapat and his 
suppt^ers sold close to 20 per cent of the 
shares in MathrsAhumi. Though this was 
scarcely a controlling interest, otherssawthe 
sale as the beginning of a Times of India 
takeover of a Kerala institution, and. accor¬ 
ding to Nalapat, an “innate sense of paranoia 
surfaced”.” The dominant shareholders 
appealed against the sale to the Kerala High 
Court which ruled that because The Times 
of Iruha was a competitor of Mathrubhumi, 
the sale was invalid. Some saw the court’s 
decision more as a response to Kerala senti¬ 
ment than to the requirements of the law. 
The Times of India appealed to the Supreme 
Court of India where the case was still pen¬ 
ding in the mid-1990s." The rival, Malayala 
Manorama, extended its circulation lead 
in Kerala to more than 2,50,000 copies in 
1995.'* 

The struggle for Mathrubhumi highlights 
processes that went on throughout India 
from the late 1970s. People connected with 
Indian-language newspapers discovered that 
such newspapers had enormous potential 
for profit and power, yet the same circum¬ 
stances render^ them more susceptible to 
destruction than ever before. It was no longer 
enough to rely on the old methods, the old 
advertisers, the old subscribers and the old 
labour practices. 

Kerala by the late 1970s appeared 
increasingly unusual in India. Its falling birth 
rate and high levels of literacy generated the 
label ‘Kerala model’ to describe its puzzling 
economic and social development. Its heavy 
migration of workers to the Gulf brought 
foreign exchange that made Kerala people 
eager purchasers of low-cost consumer goods. 
Advertisers grew interested. 

A classic conundrum pre.sented itself. To 
attract advertising, a newspaper needs to 
show high circulations. To attract new 
readers, it has either to get the paper into 
new areas or win readers from other news¬ 
papers. By the late 1970s, technology was 
becoming available to allow newspapers to 
reach ever more remote areas in reasonable 
lengths of time. But such technology required 
investment, and only a growing newspaper 
could persuade bankers to back it. And if 


a newspaperchose to stand still, rivals would 
woo the readers and take the advertisers. 

Kerala in 1990 had 120 daily newspapers 
registered with its government public 
relations department, more dailies than any 
comparable region of India." The processes 
of capitalist expansion and technical change 
thus worked themselves out more noticeably 
and dramatically and not merely between 
Mathrubhumi and Malayala Manorama. 

Two of the state's most important 
institutions are the Catholic Church and the 
Communist Party of India (Marxist), the 
CPl(M). Each long ago started a newspaper 
to speak to and for the faithful. Indeed, 
Deepika (the light) is the oldest still- 
publishingrnewspaperin Kerala, founded in 
Kottayam by Carmelite priests in 1887. The 
CPI(M)’s Deshabhimani, founded in 1942, 
had a rocky history of conflict with both 
British and post-independence governments. 
By the 198()s, however, as Mathrubhumi and 
Malayala Manorama both strove to become 
broad-based, appeal-to-evcryonc news¬ 
papers, both the (Catholic and the Communist 
newspapers were forced to change their 
approach. Deshabhimani passed Deepika in 
circulation in 1983, and by 1987 had 
established a marked advantage (74,0(X) to 
54,000). But both lay far in the wake of the 
major dailies (here we must add the 
Trivandrum-based Kerala Kaumudi - 
circulation 1995: 1,32,000). As the costs of 
newsprint, equipment and even news¬ 
gathering rose, the need for advertising 
became inescapable, but major advertisers 
wanted readers, not simply devotees. Both 
newspapers set out to broaden their appeal. 

The resident editor of Deshabhimani’s 
Trivandrum edition caught the sense of what 
was happening as he explained why his 
newspaper now covered the major festivals 
of all religions. The religiously inclined, he 
said, could read the newspaper and, if they 
wished, pray for Nayanar. the CPKM) leader, 
to be elected.'* From 1988, the CPI(M) 
agonised, debated and slowly moved towards 
advertising agents, sports pages, marriage 
advetti.scments and coverage of religious 
festivals. By 1993, it was claimed that 
adveitising took up a quarter to a third of 
any edition. The claim was now made with 


Tabu=: Population Change in Kebala and Newspaper Change in Malayalam, I96I-9I 



1961 

1971 

1981 

1991 

Population (millions) 

16.9 

21.4 

25.4 

29.0 

Literacy (per cent of total population) 

47 

60 

69 

78 

Urbanisation (per cent) 

15.4 

16.3 

18.8 

26.4 

No literate (millions) 

7.9 

12.8 

17.6 

22.7 

Malayalam daily circulations ('000) 

578 

1,111 

1,386 

2.061* 

Malayalam dailies per ‘000 Keralans 

34 

52 

55 

71* 


Notes' The literacy flgures are based on total populalton numbers used in the Press and Advertisers 
Year Book (New Delhi: INFA Publications) for the relevant years. Malayalam daily 
circulations are those of the Registrar for Newspapers of India (RNI), which fluctuate 
considerably. 

* Circulations in 1991 were relumed at 1,537,000 which gives a dailies-io-'OOO-penple 
ratio of S3.1 attribute this low figure to a lower than usual collection of data and have 
therefore used the 1992 figure (2,061,000) which in my opinion is more accurate. But the 
slipperiness of the figures needs always to be kepi in mind. 


19 


Economic and Political Weekly January 4-11, 1997 



pride; once it might have been stated with 
a cynical guffaw. 

Deepika also had to change its style. In 
1989, priests withdrew from the conduct of 
the newspaper, and it was made a public 
limited company with about half the share.s 
held by the Catholic Church. In 1992. it 
brought in as managing director and managing 
editor a former marketing manager from a 
fertiliser company."' The emphasi.s on 
managing and marketing shows the trend; 
the transition from fertilisers to newspapers 
was not judged to be difficult for a good 
marketing man. Deepika started new 
publications: an evening daily in the nearby 
city of Cochin, a financial weekly and 
specialist magazines tor job-scckers and 
farmers. It hired young journalists who 
eagerly investigated local stories, set out to 
rock boats and dismissed Malayula 
Manorama and Mathruhhumi as “the 
monopoly press”."’ 

This homogenisation - or broadening - of 
daily newspapers’ coverage to appeal to as 
wide an audience as possible had gone on 
in Malayala Manorama from the 1960s. 
Kerala newspapers tended to cater for 
particular .social groups and interests. 
Malayala Manorama therefore was held to 
be a Syrian Christian paper for central Kerala; 
Mathruhhumi, a nayar paper for the northern 
halfofthc state; De.rhnb/iimani, for thcCPM; 
Deepika, for Catholics of all kinds; Kerala 
Kaumudi, for ezhavas (lower-caste Hindus) 
of southern Kerala. I lowever. when Malayala 
Marutrama started its Kozhikode edition in 
1966. it became “a big supporter of the- 
Muslim community”, Muslims accounting 
for more than 30 per cent of (he population 
of northern Kerala.^' To create inroads into 
Mathruhhumi circulation and to attract new 
readers, the newspaper changed its focus. 
When Mathruhhumi opened in Trivandrum, 
IS years later, it did the same thing. It had 
once a convention that its reporter in 
Kottayam, home town of Malayala 
Manorama, was always a Hindu. Nalapat, 
(he young editor, appointed Chnstians and 
told them to look for stories about Christians 
- how else would Christians, whose money 
was as go(Kl as anyone else’s. come to read 
the newspaper?” “We were the ones”, said 
Malayala Manorama’s news editor in 
Kozhikode (a Muslim), "who [put]... local 
stories on the front pages ... [and) people 
were very much crazy because their name 
appears [or] their photo appears. We 
identified with the masses”.” 

To make a newspapicr “identify with the 
massds” - to localise it - to get close to the 
readers - is in some ways a geographical 
task; distance and isolation have to be 
overcome. Newspapers must have pages in 
which people see their own and their 
neighbours’ pictures and stories. They must 
also see these things at the nght time: if it 
is a daily newspaper, usually this means in 
the morning, usually in India by seven in the 
morning. Computer technology and offset 


presses have allowed printing centres, 
bringing out easier-lo-rcad newspapera, to 
come closer to widening circles of Indians. 
This is especially true in Kerala, which, in 
any case, is often described as a vast ‘urban 
village’ -continuous .semi-urban, semi-rural 
settlement running from north to south. But 
to move a newspaper closer to local readers 
means the whole locality must be the focus 
of the local pages. In the past, Deepika might 
have been the paper for Catholics. 
Deshabhimani for Marxists, but now to 
maximi,se readership, every newspaper must 
aim to cover every social group - to try to 
report the whole scene of its operations, not 
merely the bits of it that its publishers might 
specifically regard as worthy or their own. 
In theory, this might mean that individuals 
come to know more about the practices of 
their neighbours than ever before and that 
the newspaper habit creates - or reinforces 
- a sense of shared geography and related 
customs. Kerala suggests that to expand 
circulation, it is necessary to localise a 
newspaper’s geographical coverage and 
broaden its social coverage. 

Three other aspects must be considered in 
a discussion of the Malayalam press: the 
place of periodicals, the question of cost and 
the effects of television. Malayalam weekly 
magazines indicate the importance to readers 
of familiar things close to hand. The largest 
circulating periodical in India in the mid- 
1 990.S, and for many years before, has been 
one of two Malayalam weeklies: Marutrama 
Weekly or Mangalam. In 1995, Manorama 
Weekly sold 1.2 million copies a week; 
Mangalam, more than 9,00,000.” Priced at 
Rs 1 .80 for Manorama Weekly and Rs 2 for 
Mangalam, together the two magazines were 
purchased each week by one in every 10 
adults living in Kerala. The price equalled 
that of a cup of lea or coffee. A full rice meal 
in a basic restaurant cost Rs 6. 

What did readers get for this small 
investment? Most of all, stories. A 40-page 
issue of Manorama Weekly might contain 
23 pages of stories - one or two short stories 
and six or seven seriali.sed novels, all of them 
about Kerala people and most of them set 
in the present. On the front cover, always 
the face - never the torso - of a pretty and 
very proper girl. In the issue of April 17, 
1993, for example, she also happened to he 
the daughter of two nayar teachers at Nair 
Service Society College, Changanacherry. 
There had to be no mistake that the magazine 
was for all Malayalis. Manorama publications 
long ago began working hard to overcome 
any suspicion that they published "only for 
Christians”. The magazines usually carried 
an interview, a health column, recipes, 
readers’ letters and advice-to-readers. in 
Mangalam, the latter is called 'For Women 
Only’. Though very puritanical about sex (its 
owner banned advertisementsfor brassieres), 
Mangalam often carries a lurid news feature 
~ ‘Victims of Cruel Fate’. Suicides and 
murders are favourites, but, an editor pointed 


out, they generally have a positive side. Hie 
story ofamurdered taxi driverin 1992bn)u^t 
Rs 13.(XX) in donations for his widow, and 
the ‘Victims of Cruel Fate’ feature was said 
to have collected and distributed more than 
Rs 10 million over 20 years.” 

The intense rivalry between the two " 
weeklies in the 1980s illustrated the blending 
of Kerala issues with the techniques of 
international capitalism. Founded in 1969 
by M C Varghese, who once worked in the 
production department of Deepika, 
Mangalam is a job-printer-to-media-moghul 
story. Having an interest in people and 
believing he knew what they liked, Varghese 
started a magazine with 250 copies printed 
on a treadle press. In 1984, it hit 7,70,000 
and pas.«ed Manorama Weekly (6,37,000).“ 
Until Mangalam actually took the lead, the 
Manorama people “did not take it that 
seriously”. Once threatened, however, they 
called in the Market and Research Group 
(MARG) from Bombay, "felt the pulse of 
the reader and changed our style a bit”.” By 
1990, the two publications were on roughly 
even terms, selling about a million copies 
each.^" Subsequently, Manorama Weekly . 
recovered its lead of former times. It did .so 
by asking readers what they wanted to read. 

It commissioned .serials on themes that 
market-research indicated would appeal to 
readers and developed plots as the stories 
went along, again in consultation with target 
groups. 'The magazine hired writers to 
produce novels from story ideas that had 
already been tested with market-research 
groups of readers."' At Mangalam, M C 
Varghese credited his success to his “people 
interest”;'" at the revamped Manorama 
Weekly, the recipes of modem marketing 
replaced the intuition of Charles Dickens. 

Though no women were involved in the 
production of cither magazine, both 
magazines agreed that the majority of their „ 
readers were women. The editor of? 
Manorama Weekly in 1993 estimated women 
were 70-75 per cent of its readers.” There 
was an element of condescension in this. We 
wrote, they said at Mangalam, for the “lower 
strata of society”.'^ But forthe two magazines 
to sell two million copies a week in a state 
with only 30 people million suggested that 
alotof men were hirtively reading Mangalam 
or Marutrama Weekly, disguised perhaps 
behind a copy of a ‘reputable’ daily or, given 
Kerala's powerful Communist tradition, the 
works of Karl Marx. What is imponant for 
our di.scussion is the way in which 
publications were compel led to seek as many 
potential readers as possible; all religions, 
al I castes, al I genders. To survi ve and succeed, 
print needs mass readership which comes 
only from such widening and including. 

As India’s most literate state with its most 
buoyant newspaper industry. Kerala may 
offer a standard by which to gauge the , 
constraints on readership imposed by levels i 
of literacy .wealth and television penetration. ^ 
By the 1990s, virtually every adult in Kerala 
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was able to read and wnte Mass literacy 
cainpa4pu in the early 1990s were held to 
have ettmnated the last pockets of illiteracy 
Indeed, atMangalam.th^dainied that many 
old peoplecameto the litmcy classes becmise 
k, they wanted to be able to read Mangalam 
I tor themselves " 

For a number of years, the ratio of datiies- 
to>people stuck at between SO and 60 dailies 
per 1,000 Keralans This was far higher than 
the all-India average of sdx>ut 301,000 or the 
next-best languages which were m the range 
of 30-to-40 dailies per thousand speakers 
Figures forthe 1990s are ambiguous, though 
the 1992nseinthecirculationof Malayalam 
dailies, which would give a 70 1,000 ratio, 
seems more accurate than the surpnsingly 
low daily circulations published by the 
RegistrarofNewspapersforlndiafor 1991 “ 
Since the 1980s, re^ership has not grown 
as fast as the propnetors of Malayalam 
publications would wish The National 
Readership Survey of 1995 (NRS-1995) 
found that no Malayalam daily ranked in the 
top lOIndiandailiesintermsofreadership 
This results from the fact that a number of 
’ Malayalam dailies compete so intensely that 
no single newspaper, not even Maiayala 
Memorama, dominates Similarly, Kerala 
households appear to want to buy their own 
newspaper, and the number of individual 
readers of each copy may be declining in 
Kerala, even though circulations continue to 
nsc At Mangalam, for example, the editors 
maintained that some families bought three 
copies because each member wanted a 
personal copy to lake to work or school 

Malayalam newspaper circulations also 
illustrated the limitations of purchasing 
power The state of Kerala falls below all- 
India averages for per capita income And 
the national averages themselves are low 
NRS 1995 estimated that 75 per cent of 
. urban households in India had a monthly 
* incomeoflessthanRs3,000(aboutUS$85) 
in Kerala, a t.imily of four needs perhaps 40 
kg of nee a month - a cost of about Rs 300 
for good rice at 1993 prices A daily 
newspaper - Rs 60 a month - may represent 
the sacnfice of eight I g of nee or nearly a 
week's supply The 70 1,000 people-to- 
dailies ratio of Kerala in 1992 may represent 
as high a consumption of newspapers as India 
can expect without major increases in wealth 

Finally, the effect of television on reading 
habits in Kerala in the 1990s underlined the 
importance of lively, local, ciose-to-home 
content tor successful mass media Though 
doordarshan,' the government-controlled 
national television network, had been 
available in Kerala since the early 1980s, its 
production standards were poor, even in 
Hindi, the language in which most 
broadcasting is done Production in 
Malayalam was limited and uninspiring The 
start in 1991 of STAR TV, a multi-channel 
satellite broadcaster based in Hong Kong, 
and the launch of Zee TV, a Hindi channel 
on the same satellitemOctober 1992, brought 


uncensored (by Indian govemmenu at least), 
slickertelevision to Indian viewers, but none 
of it in Malayalam Asianet, a MsJayalam 
channel owned by Indian investors and 
beamed at Kerala from a Russian satellite, 
began in September 1993 but faltered in the 
face of bureaucratic delays in connecting 
Kerala homes to the signal (eitha by cable 
or reception dtsh)'^ Until television in 
Malayalam was sufficiently widespread, 
immolate and local, it was newspapers and 
magazines that still reflected and embellished 
daily life in ways which induced people to 
spend their money 

It would be foolhardy to argue, however, 
that Malayalam newspapers, because they 
have long led India on most statistical 
measures, provide models of the future for 
other parts of thecountry Television has just 
begun to transform Indian media, and its 
effects may render obsolete all previous 
experience TheMalayalamexpenencedoes, 
however, illustrate the force of capitalist 
practices and international technology, yet 
the necessity of adapting those forces 
constantly and skilfully to local conditions 
The contest to control MarhnihAumi exempli¬ 
fies the sentiment that can be aroused when 
outsiders affront local honour The key to 
expanding circulations, according to editors 
at Mangalam, is “involvement of the weekly 
with the day-to-day social life of the people” " 
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increases in this penud Inshort,lheRNn99l 
figures are probably too low as a result if 
careless data collection and omissions 

15 ‘NRS 1995, National Readership Survey , 
photocopy of the 15 pages of iniual results, 
provided to me by the Audit Bureau of 
Circulations Bombay, in January 1996 
Punjab Kesan, the Hindi daily, was found to 
have the largest readership - 1 7 million, 
followed by TJuuirhi.theTamil daily, withi 6 
million 

16 Joseph Man Chan, ‘Nabonai Responses and 
Accessibility to STAR TV in Asia’, Jinimal 
if Communication, Vol 44. No 1 (Summer 
1994), pp 112-11 

37 Interview, V K Madhavan Kutty, Special 
Representative, Mathrubhumi, New Delhi, 
January 16,1994 Fronikne.January 14,1994, 
pp 82 81 Bl, January 11-(%bruaiy II, 1994, 
pp 143-44 

38 interview, K M Roy, General Editor, 
Mangalam Daily, Kottayam, April 8, 1993 
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Mumbai Textile MUls’ Land 

High Cost of Inaction 

3 B D’Souza 

The continuing indecision about the land belonging to the textile mills 
in Mumbai has hurt the city, poor and rich alike. In a city starved of 
land for housing, commerce and recreation, the bringing of 300 to 
400 acres of centrally-located land on the market cannot but have a 
desirable impact, particularly if a large chunk of the new land were 
to he earmarked for low income housing at high density. 


CANDIDE, the famous novel by the 18th 
century philosopher Voltaire, has its leading 
character. Dr Pangloss, declaring that men 
were given noses for the sole purpose of 
supporting spectacles. 

If you alighted at a bus station in Thiru- 
vananthapuram some years ago the local 
porters would not let you carry yourown hag 
home. You had to hire one of them to do 
it for you. Buses, passenger.s and baggage 
came together simply to support Kerala’s 
porters. 

A booklet just published by the Lokshahi 
Hakk Sanghatana (LHS) seems in like manner 
to give the impression that Mumbai's textile 
mills existed only to keep their workers 
employed. It has the loaded title ‘Murder of 
the Mills', it tells the sad story of the 80,000 
mill workers who will lose their jobs if the 
villains - the mill owners and the colluding 
governments of Maharashtra and India - 
have their way. The villains want to shut the 
miils and sell the large plots of land on which 
they stand. 600 acres of prime land in central 
Mumbai that wili fetch its owners vast 
fortunes. LHS accuses the owners of 
mani pulati ng the mill accounts to show heavy 
losses. It wants the government lo compel 
the miils to continue in operation and keep 
the workers employed, reviving them by 
pumping in fresh funds if necessary. 

In September 1992 the country’s 293 sick 
textile mills owed the financial institutions 
Rs 1.520 crore. (Other sick industries owed 
the institutions Rs 5,284 crore.) In 1993. 
according to the LHS booklet, Rs 1,230 
crore of public money had been lent to textile 
mills to help them modernise. (The table in 
thchookiet, cited as the basis of this statement, 
does not. however, bear this out. LHS has 
slipped up somewhere.) The mills’ sickness, 
the booklet comments, “has given their 
owners access to large funds, which, for all 
practical puiposcs. need not be repaid". 

Reading these figures, and accepting 
workers’ welfare as the dominant motivation 
in our economic planning, you cannot help 
raising a basic issue; Does it make sense to 


pour money into preserving existing 
employment in sick industries if the same 
resources applied elsewhere could create far 
more employment opportunities, and the 
money would be spent more gainfully even 
if you measured gain purely in terms of 
employment? 

The governments in India have made it 
their policy to try and revive industries that 
would otherwise fall by the wayside. Public 
funds are pumped into sick units in efforts 
to revive them, but such efforts seldom 
succeed. What has generally survived in 
Mumbai’s sick mills is their morbidity. 
Should such efforts at revival continue; 
should they have started in the first place? 
Does it make sen.se to pour in substantial 
resources to save the jobs of a handful of 
workers? They are in truth a handful; all the 
country’s woikcrs in sick industries are just 
a thimbleful when you think of the 400>odd 
million Indians struggling beneath the poverty 
line, the Indians in the unorganised sector, 
those who iack the meanest health-care, those 
who thirst for safe drinking water. Hasn’t 
that vast majority a better claim to public 
resources than workers in the organised 
sector, whose wages have received legal and 
political protection all these years? Factory 
owners’ skill in attracting money, public 
money, to treat their ailments only strengthens 
theca.se against any further public assistance. 

Turn now to the Mumbai mills’ efforts to 
sell off the land they occupy in central 
Mumbai. There are 58 of them. Their land 
is a vital asset, located as it is in the heart 
of the city, astride the city’s main road and 
rail corridors. At today’s prices it is worth 
between Rs 15,000 and Rs 20,000 crore, 
according to LHS. Whether the mills can be 
revived or not, their owners clearly anticipate 
less profit from flogging them into a marginal 
viability than from disposing of the land they 
have. Hiat calculation seems to stamp the 
owners as knaves, according to the LHS 
code. In India today you have a good chance 
of killing a government policy if you can 
show that someone - not only the Sukh Rams 


and the Satish Sharmas - will reap a la^ 
profit if the policy is adopted. That feature 
of a policy can cripple the chances of its 
adoption. Taken to its logical conclusion it 
requires that the choice among possible 
policies must invariably land on one that 
benefits nobody, but let’s leave that aside. 
To allow mill owners to sell their land will 
certainly fetch them large profits, so that 
option must be ruled out. Why bother to ask 
what will happen to the sale proceeds? Will 
the owners secrete them in suitcases, in 
bedsheets, in puja rooms, a la Sukh Ram? 
Or will they, after paying (LHS will say 
dodgi ng) the capital gains taxes, almost surely 
re-invest them in new enterprises they hope 
will be profitable, enterprises that promise 
a much larger payroll, even if ail of them 
are not sited in Mumbai? 

For the city, starved of land for housing, 
for commerce, for recreation, the retention 
of large central tracts either idle or less than 
fully exploited is a continuing calamity. The 
hurdles our laws have set in the path of land 
development - the Urban Land Ceiling Act 
being the principai culprit - have succeeded 
in making usable land scarce and raising land 
prices to astronomical heights. They have 
taken housing altogether out of the reach of 
the poorer classes and the middle-income 
groups. Well over half Mumbai’s population 
now lives in miserable unauthorised slums, 
as a direct result. If you could bring 300 to 
400 acres of centrally located land on to the 
market, prices would plummet and poor 
people could look forward to owning modest 
homes near their employment, particularly 
if you earmarked a large chunk of the new 
land for low income housing at high density 
(as the DC Regulations do fur public housing 
reservations all overthecity). The continuing 
indecision about the mill land has kept this 
large land resource off the market. It has hurt 
the city, poor and rich alike. It has also 
deprived those who now live near the miils 
of access to recreational space, of which 
there is so little in that area. 


Just Released 

NEPALESE INTERVIEWS 
Anlrudha Qupta 
1997 

Rs. 400.00 $ 80.00 £ 40.00 
ISBN 81-85163-69-3 


KALINGA PUBUCA'HONS 
10A, Pocket I, Phase I 
Mayur Vihar, Delhi-110 091 
Tel; 2254881 


24 


Economic and Political Weekly January 4-11, 1997 




The problem has dogged successive state 
governments for at least two decades. The 
Congress governments of Sudhakarrao Naik 
and Sharad Pawar made a hesitant beginning 
u tackling it. They wrote into the city’s 
Pevelopmeni Control Regulations a 
provision for private redevelopment of a 
third of the land a mill doesn't need if another 
third were given to the municipalityfor recrea¬ 
tional space and the rest to public bodies for 
public housing. Fcwof the mills have availed 
themselves of this regulation, partly because 
each attempt to do so has provoked strong 
worker agitations. Also, resort to the rule is 
a labyrinthine process, involving numerous 
clearances - from the municipal authorities, 
from the Urban Ceiling authority, from the 
state government and, in .some cases, from 
the BIFR. 

Worker unrest has probably been the 
biggest obstacle, and this is nothing new. For 
decades labour hostility has prevented 
modernisation of the mills to any appreciable 
extent. Under .successive state governments 
ihi. ’“xlilc unions grew to formidable strength. 
The Ginii Kamgar Union and its leader. 
Dana Samani. bcx;ame the most powerful of 
.’!•! Its ability lo wrest concessions from 
employers under threats of violence, 
intimidation of rival groups, and the 
occasional resort by its members even to 
murder received no more than mild 
admonition from the authorities, and took 
Samant to dominance of labour in Mumbai. 
He finally overreached himself in November 
1981, when the mill owners’ resistance to 
his demands for wage rises led to a strike, 
the longest in Mumbai’s history. The strike 
was complete. It dragged on and on; 
technically it hasn’t ended yet. It gave a 
number of mills a pretext to shut down, and 
others an excuse to lay off their workers. 
According to LH.S, “many believe that the 
strike could have succeeded if the workers 
had picketed the mills, preventing stocks 
from being removed and strike breakers from 
entering. Others argue that, given that the 
owners were looking for an excuse to shut 
their mills, the purely economic aspect of a 
M 11 kc could not .succeed. Rather, the massive 
iminlx'i of workers, their militant mood, and 
the broad sympathy of other workers should 
ha\'c been used lo build political pressure 
and agitation to force the government to 
intervene.’’ It'is curious that unions that 
proudly base their strength on their potential 
for collective action to paralyse employers’ 
operations should pathetically want 
goyemment intervention in their behalf when 
collective action fails. It is also ironical that 
violence to hinder the removal of stocks or 
prevent the entry of those who want to work 
have come to be recognised as legitimate 
practices in industrial disputes. 


Whatever the merits, the fact is that today 
the ranks of Mumbai's textile workers have 
shrunk to a mere 80,000, large numbers of 
the rest having returned to their rural homes, 
and others having found less lucrative jobs 
in the city’s informal sector. For an impartial 
observer it is hard to resist the suspicion that 
the workers have themselves and their 
ebullient leader to blame for their plight. 

Wherever the blame lies, the plight of 
80,000 workers is not a 
situation that the government can ignore 
in dealing with the mill land problem. So 
in Fcbmary 1996, quite predictably, the Shi v 
Sena-BJP ruling alliance resorted to a time 
honoured government tactic, the appointment 
of a committee. Apart from officials, the 
government chose an architect (C Correa), 
a retired civil servant, and the chairman of 
HDFC as members. Soas“toavoidpieccmeal 
and isolated development’’, the government 
asked this Study Group to prepare an 
integrated development plan for the mill 
lands on the following ‘principles’; 

- proper land use pattern therein as well as 
in adjoining areas, 

- the requirement of additional urban 
facilities, 

- relevant architectural and urban form, and 

- the environmental and heritage aspects to 
be maintaincd/brought about. 

‘Integrate’ is a comforting bu/r.-word in 

government literature these days. It is vague 
enough to include whatever you want to 
include, and exclude what you forget to 
consider. In the present case, however, the 
Group’s search for integration and many 
other good things was thwarted by denial of 
access to about half the problem land. Most 
of the 30 to 40 private mills (i e, those not 
taken over by thccenlral or state government) 
shut their doors to the Group. 

Yet, given its guiding principles, its report 
is a valuable addition to the library of 
prescriptions for the ailments of the city or 
parts of it. It is largely an architect’s vision, 
although it does in an annexure offer ideas 
on how to finance redevelopment of the 
private mills’ land. Much of its energy went 
into a careful analysis of the nationalised 
mills’ present set of buildings, which it 
classifies as .candidates for destruction, 
retention or protection as heritage 
monuments. 

The Study Group visuali.ses the creation 
of a ‘Golden Triangle’ out of the holdings 
of eight mills north-west of the Western 
Railway’s Lower Parcl station. The eight 
mills would have to pool their holdings and 
work the 33 per cent-33 per cent-33 per cent 
formula of the present regulations as a single 
unit. The Group virtually wishes away our 
intricate land system and its attendant legal 
labyrinths by dangling an incentive FSI of 


2 for the part assigned to the owners out of 
the composite area. In the rest of the city the 
existing regulations offer land owners 
Development Rights (DRs) for the land they 
relinquish for public purposes, but those 
DRs can be used only in the suburbs, 
where it is still possible to augment 
services to cope with additional population. 
The Group wants to allow utilisation of the 
extra FSI (earned from DRs) in the area the 
mill owner will retain for redevelopment. In 
an attempt to rationali.se the liberties it 
proposes to take with the F,SI, the Group 
relies on the mill area’s transport corridors, 
road and rail, which it thinks are adequate. 
What about the rest of the infrastmeture, e 
g, water supply and sewerage, lines for most 
of which were laid for a much lower 
population level ’? 

Another wish-away is a possible legal 
problem, which the Group doesn’t even 
mention. Today’s Development Control 
Regulations give owners whose land is 
reserved for amenities or public housing a 
choice: they can receive either money 
compensation for the land they give up or 
take DRs in lieu. The report tries to take the 
first option away, offering only DRs for the 
two-thirds part of the mill surplus land that 
must be surrendered. Will the courts allow 
this'.' 

The chief road-block, the problem of the 
80,000 workers, whose sob stories - or 
intransigence, call it what you will - have 
impeded redevelopment, gets cursory 
treatment from Correa’s Study Group. Its 
report comforts us with a belief that an 
assignment of every 10 sq metres of non- 
residential redeveloped floor space will 
generate a new job, so the area the mill 
owners are allowed to develop, a third of 
their surplus land, will employ nearly .SO per 
cent of today’s workers, after re-training. 
The other 50 per cent are wished away, on 
voluntary retirement schemes. No cogent 
reason is offered for the Group’s optimism. 
Even if it is sound, what happens to the 
workers between the closure of the mills and 
the generation of the new jobs? 

The Group’s cavalier treatment of the 
problem of the workers is perhaps excusable. 
As LHS says, “Given that the Correa 
committee’s terms of reference do not even 
include defining mechanisms to protect the 
livelihoods of textile workers, the committee 
seems set merely to endorse the brutish 
imperatives of capital and real estate. Unless 
halted by public pressure, these will defraud 
and finally submerge the remaining 80,000 
mill workers.’’ Thus in practical terms the 
Study Group’s hopes of advance to a solution 
of the mill lands problem may turn out to 
be premature. Perhaps noses are after all 
made only to support spectacles. 
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In Search of Scholarship 

Hiren Gidurin 


/n mofussil centres of learning there is today an odd coexistence 
between starry-eyed reverence for foreign learning and a sort of 
drugged incuriosity and intellectual paralysis. Learning, scholarship 
and research remain insulated from the larger .social life around. The 
situation still remains colonial, though our sensitivities have become 
numb to that tragedy. 


IN many Indian universities the consolidated 
bio-data of candidates for academic posts 
placed before the selection committee have 
a curious detail. The bio-data in summary 
form state how many papers have been 
published in ‘national’ and ‘international’ 
journals by the candidate concerned, and 
how many of the seminars and conferences 
attended by him have been ‘national’, and 
how many of them belonged to the 
‘intemationar category. By and large the 
unspoken assumption wasthat ‘international’ 
journals and seminars are more worthwhile 
and important than the ‘national’ ones, 
indeed, once or twice as an external expert 
1 was shocked to find that other experts or 
members of the committee simply refused 
to consider the merit of a candidate if his 
tally did not include any such international 
trophy. 

Now this distinction between national and 
international academic labels, roughly 
corresponding to that between domestic and 
foreign brand-names in tooth-pastes and 
shaving creams, does perhaps reflect a real 
hierarchy of quality. But the fact that 50 
years after independence this reflex response 
still prevails in our intellectual and academic 
life is a sad commentary on our general 
intellectual progress. The automatic 
assumption that the 'international' guarantees 
qual ity and standard ob.scures crucial debates 
about the relevance of such standards to our 
conditions. 

This has led to a situation wherein mofussil 
centres of learning there is an odd co-existence 
between starry-eyed reverence for foreign 
learning and a sort of drugged incuriosity 
and intellectual paralysis. It may be argued 
that the very awe at the dazzling heights of 
foreign learning discourages modest 
indigenous attempts at intellectual self- 
reliance and creativity. The rural college and 
the provincial university slowly decline into 
a slate of being just sales-depots for shop¬ 
worn western learning at second hand. 
Learning, scholarship and re.<icarch remain 
insulated from the larger social life around, 
and theie is no feed-back from the latter to 
stimulate modification and deeper exploration 
of the concepts in use. The situation still 
remains colonial, though our sensitivities 


have become numb to that tragedy. 

It is not, let us be clear, only a situation 
of knowledge being produced at a centre and 
the periphery passively adopting and 
circulating it. In that situation there is only 
a division of functions within an identity of 
shared interests. What takes place in acolonial 
set-up is that the provincial centre makes no 
pretence of acquiring genuine knowledge, 
but is content to turn knowledge into sacred 
and dead formulae. In the west a scholar in 
the periphery may be genuinely stimulated 
by knowledge produced in the centre to 
become a producer himself. But here the 
scholar in a rural college or provincial 
university is denied such a productive role, 
and is condemned to blind and unthinking 
imitation. Phenomenology. Existentialism, 
Post-modernism, Feminism - if the western 
and westemi.scd centres cultivate it, the 
institutions at the provinces are compelled 
to follow suit. Many scholars tend to acquire 
the latest jargon without bothering to 
assimilate critically and thoughtfully the 
content of a new way of thinking, because, 
after all, that ruling tendency of the present 
will most likely to replaced five years from 
now by some new fad. Very often, in the 
westernised colonial centres, the prestige of 
the renowned scholar does not depend on 
the impact his work has on native intellectual 
work, but on his credit with the foreigners. 
As a result technical sophistication and 
theoretical expertise pass for rigour and 
originality. It is seldom asked for instance 
why D D Kosambi's monumental works 
succeeded in asking fruitful new questions 
and stimulating fresh thought without being 
too self-conscious about models and 
terminology. 

Professional competence in scholarship 
and research is assumed to be guaranteed by 
lavish, expensive, western-style infra¬ 
structure, which automatically eliminates 
provincial universities. Disciplined scientific 
inquiry, as J B S Haldane reminded his 
Indian friends in the 19S0s. did not depend 
absolutely on such equipment. On the other 
hand the presence of such infrasttucture in 
the metropolitan centres in colonies does not 
often lead to production of original first-rate 
work. Often there is just competent but stodgy 


extensions of work done in western centres. 
To be sure, dim is no dearth of brilliaitt and 
talented people in Indian universities and 
institutitms, but they have not becomeknown 
internationally as productive centra of 
leami ng. There are exceptions, But somehow 
by and large, native genius does not flower 
in such a bleak and arid environment. The 
production of knowledge cannot be a sub¬ 
system superficially attached to society. It 
is nurtured by the inner dynamic of social 
development. In a semi-colonial country, 
such a dynamic may be lacking. Hence the 
general intellectual sterility, especially when 
there is no political struggle against the semi¬ 
colonial fate. 

Hence the impact of research and 
scholarshipon society is equally insignificant. 
1 think it is in a state like Assam, remote from 
metropolitan areas and lacking the 
camouflage that those areas usually enjoy, 
that the sterility is evident in all its starkness. 
There is an agricultural university at Jorhat 
in Assam, and it has received liberal grants 
from both the central and state governments 
over the years. The World Bank has alsq' 
funded some of its projects. Yet according 
to the L C Jain Committee report, prepared 
under the auspices of the Planning 
Commission, the proportion of irrigated land 
in the sown area of the state is only 20 per 
cent (as against the country’s 36 per cent), 
use of chemical fertiliser per hectare is only 
5.4 kg (the country’s corresponding figure 
is 45 kg), and the average yield of rice per 
hectare in Assam is only 10 quintals as 
against 20 of West Bengal and 27 of Punjab. 
While anthropology has been a subject in 
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most of file colleges and umverstties in the 
north-east, it has done little to improve 
understanding and communication among 
the different ethnic groups of the region For 
whom and what, then, this pursuit of 
jpnow ledge*’ 

Turning to the country as a whole, academic 
studies have contributed little to finding 
soluuons to pernicious ptoblemslikecasteism 
and communalism Gross superstitions, like 
belief in the Ganesh idol’s capacity to 
consume milk ofiered by devotees give the 
lie to government propaganda about the 
spread of enlightenment in the country In 
spite of the violent stresses and strains the 
Indian state structure has of late undergone, 
Indian academics have shown no interest on 
the whole in alternabve structures 

But perhaps the greatest damage has 
occurred in the field of learning itself 1 here 
IS no attempt to critique westcm concepts 
(except a wholesale metaphy steal rejection), 
SI nee the academic enquiry is rarely energised 
'iy social tensions in the scholar s milieu 
Only expatriate Indian scholars feel the lack 
ot fit between western assumptions and Indian 
realities, and theonse it in the form of post- 
colonialism There is a mistaken notion about 
academic detachment understood as total 
lack of concern Fhe typical western focusing 
on smaller and smaller sub divisions ol a 
particular field of knowledge, to the neglect 
of Its filiations to other branches of learning 
IS repeated Micro level questions are 
regarded as more scientific The modes ot 
enquiry in use are a replication ot those 
popularin Anglo Amencan academic circles, 
and there is little awareness ot such other 
traditions ot learning as the German and the 
French 

There is a mystique of excellence with 
Commercial computer training centres 
peddling excellence through press advertise¬ 
ments half literate ministers extolling its 
mystical virtues and rhapsodic invocations 
of excellence which expect it to perform 
miracles in the absence ot basic systemic 
changes It has also meant massive 
investments in selected centies by the state, 
and the growth of a pnvileged academic 
elite 

Admirers ot western scholarship do not 
notice how deeply its professionalism today 
IS a mimetic reproduction of technological 
developments in industry, which stresses 
increased efficiency and matenai production 
by ignonng everything else Even in the so- 
called ‘human sciences’ the aim has been 
increased control over man through 
knowledge The latest trends again betray the 
influences of a burgeoning consumer 
industry, rocked by sudden changesot fashion 
and governed by unpredictaUe market-forces 
Marxism, Feminism, post-modernism, such 
intellectual fashions on the campus reflect 
nothing more serious than swings in market- 


trends Becauseoftheseira-colonial linkages, 
scholars remain oblivious of such socio¬ 
cultural contexts of western scholarship For 
example human rights studies in a western 
liberal framework confuse deviance with 
rights, m blissful unconcern with the social 
consequences of such nghts 


THERE IS a report from Washington in La 
Reforma today' that the Mexican drug mafia 
has become the second most powerful in the 
world (ranking after only the Colombian 
cartels we have to presume the ranking of 
the ultimate godfather the US mafia, is 
omitted from courtesy) Mexicans joke 
ruefully that at least in one area Mexico is 
among the world leaders The four leading 
Mexican gangs it seems, are battling against 
local gangsters to control the supply of 
amphatamines in Hawaii 
Mexicans have become strong in the supply 
of cocaine, heroin and marijuana (half the 
pot sold in the US is said to come from 
Mexico) through its control of the transport 
of drugs from the rest ot Latin Amcnca to 
the US I'hey have succeeded in bypassing 
the Colombians to deal directly with sources 
in Peru and Bolivia (but Colombian gangs 
still dominate supplies to Europe and 
elsewhere) But they are becoming 
increasingly important in both laboratory 
manufacture in Mexico (amphetamines) and 
in the production of opium - from which is 
denved the brown Mexican ‘heroin coffee 
- from the Mexican stales of Durango 
Michoacan, Nuevc Leon and Sinaloa Some 
say that It was the move of the Mexican armv, 
under the prodding of Washington to try to 
burn manjuana crops in the southern stale 
of Chiapas (about half a million hectares 
were destroyed in 1994) that set oft the 
Zapatista rebellion of last year - or, who 
knows, perhaps it was the local Chiapas 
oligarchy seeking to divert attention from 
their own narcotic trafficking 
However, Mexican heroin supply is still 
tiny compared to that of Asia 'Ibe ‘golden 
tnangle‘ - including the Shan state of 
Myanmar (Burma), some of Laos, and north 
east Thailand - are said to produce 60 per 
cent of the heroin sold in the US The 
shipments presumably go through Myanmar, 
Thai and Chinese ports, some trickling 
through Calcutta and on to Cuttack and 
Madras In Mandalay you can see the jeeps 
without number plates,cruising at dusk, that 


The chief indictment of the kind of 
intellecturi dependency to which we have 
become accustomed is that learning is no 
longer an instrument of fundamental and 
organic social change but a prop of pn vilege 
and power, of stenie routine and change 
directed by external foaes to their advantage 


belong to the Wa lords who control part of 
the Shan state supply and the now booming 
border crossing point with Yunnan province 
inChina (drug money must be financing part 
of Myanmar’s major imports from China as 
well os the construction boom in Mandalay) 
the Wa aie said to have obtained in return 
for acknowledging the authority of Yangon 
(Rangoon) the right to carry arms in 
unidentified vehicles in Myanmar proper 

The linkages are global - from Medellin 
and Call to General Noriega and his 
successors in Panama to the CIA in 
Nicaragua to Washington itselt One thread 
led even to the heart of the Cuban regime 
telling the third in command ot the Fidclista 
order Foreign police officers in Mumbai 
monitor shipments from Pakistan the Indian 
western Himalayas and western Nepal Fhe 
corruption reaches deep into the heart of the 
Pakistani ruling order as it dnc<' to the 
Colombian and now the Mexican Four years 
ago the first shipments ot heroin were 
detected crossing the Pakistan ("hina border, 
the Karakoram highway on mysterious long 
haul routes to central Asia, Russiaand China's 
eastern seaboard How much ot the civil war 
in Afghanistan is sh<idow play for the n valrics 
of the drug lords closely interwoven with 
Pakistani military intelligence In Peru the 
districts which produce the narcotics (the 
Upper Huallaga Valley is the best known) 
are under the control of the Peruvian army 
- and contain also the remnants ol the l,ett 
wing guemlla movement the Sendenstas 
An amanng global economy links a 
mesmensed youth prone in a Pokhara street, 
to a grubby deal cast of King’s Cross station 
in central I ondon 

This immense sccict economy making 
and breaking political leaders and filtenng 
funds through half the banking system of the 
world IS also a collection ot permanently 
waiting crypto-states Armed violence is a 
permanent companion to the drug system 
The violence spills over into enme generally 
kidnapping for ransom protection and 
extortion rackets prostitution and illegal 


Hidden World of Narcotics 

Nigd Harris 


The global nexus of clandestine drug traffic is deeply enmeshed with 
political orders across different countries on one hand and the world 
of crime on the other Mexico is the latest prey to fall in its tentacles 
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migration, corrupting police forces, 
judiciaries and parliaments. The death rate 
in downtown Wa.shington or Harlem is only 
the melancholy outcome of the permanent 
warfare for control of these diverse markets. 
In Peru in the 1980s. in Pakistan - think o( 
Karachi - or Myanmar, in the permanent 
civil war in Colombia (some of it .still 
masquerading as a Left-wing revolution), 
the decay of civil society, of bourgeois order, 
is advanced, and the distinction between 
legitimate business and gangsterism grows 
as blurred as it was in Weimar. 

in Mexico, in the past ti vc years, something 
.similar has occurred. As in Medellin, one 
is becoming aware of being watched by 
armed security guards wherever oneis; squads 
of new armed policemen, raw youths incrash 
helmets and bullet-proof Jackets, pedal their 
bikes at night through upper class 
neighbourhoods. And apparently everyone 
has a story to tell of being robbed with 
menaces; middle cla.ss families are lending 
not to take taxis on the street, so thick arc 
the tales of travellers being robbed by taxi 
drivers; and the rich live in perpetual fear 
of being kidnapped. TIte level of petty crime 
has gone with a new epi.sodc in Mexico's 
public life - the unexplained murders of the 
candidate for presidency of the dominant 
political parly three years ago. the president 
of the ruling parly, the head of the 
government’s legal services, and even an 
archbishop. Purthennore.aiidcul corruption 
seems to be engulfing the ruling order - by 
some mysterious tip off, the Swiss |x>licc 
arrested the last president's sister-in-law in 
Switzerland, carrying $ 120 million. Her 
husband, Raul Salinas, was anesied .shortly 
aficrward.s, and the former president, Carlos 
Salinas, alter a vain attempt to secure his 
brother’s rclc.a.se. went into permanent exile 
to avoid popular wrath (he is currently 
enjoying the hospitality of Ireland). 
Meanwhile, an unidentified body ha.s been 
dug up in bizarre circumstances in the garden 
of Raul Salinas; from priiion. he denounced 
it as a plant by those conspiring to dcsiniy 
him. Mexican politics have nolbren as violent 
- and dirty - as this for half a century, and 
can It be that it is the narcotic trade which 
is the cau.se'.’ We have only shadows on the 
cave wall, without any due as to then 
significance. 

How docs the spread of violence relate to 
thcrc.surgenceofLeft-wingguerrilluactiviiy 
(which IS still, however, far smaller than 
what existed in the late 1960s) - or docs is 
relate at all? Paranoid journalists note the 
crisp new uniforms and weapons of the latest 
squads ol guerrillas (the EPNR), implying 
they arc employed by factions of the ruling 
party - or the narcotic traders. If would not 
be the first lime ordinary gangsters have 
hidden their identity i n that of political rebels 
or even that guerrillas have found it difficult 


to draw the line between rebellion and 
banditry (chairman Mao's Red Partisans were 
accused of this within the Chinese Communist 
Party) - nor would it be the first lime the 
ncw.spapers have published inspired smears 
to discredit revolutionaries. Wc have no way 
of knowing the truth. 

The intelligentsia of Mexico has perhaps 
become somewhat demoralised. After 14 
years of macro-economic reform, after 
considerable sacrifices, there is very little to 
show - except an unprecedented level of 
violence and disorder, and endless unmet 
promises Inevitably, crime and violence is 
attributed to the reform programme. But Ibc 
logic - violence must show increased poverty 
which must be the result of reform - is back 
to Ironl. The evidence is ambiguous on all 
counts. Furthermore, there have been 
reforming countries without an increase in 
crime, reforming countries with a sharp rise 
in incomes and increasing crime (China), 
and countries without reform but increasing 
crime. 

What does seem to be true is the link 
between crime and the political order. The 
Italian case seems to demonstrate that the 
great families of the mafia could never be 
defeated while succcssivcChrislianDcnKicrat 
governments - or at least ihcir Sicilian and 
Neapolitan organisations - protected them 
In prohibition Chicago, perhaps the .same 
role was played by the famous Democratic 
machine, swapping proicciion for the 


prodigious quantities of cash needed to 
perpetuate political power. In Mexico - like 
Pakistan - political protection is needed if 
the gangs are to survive. The state, or parts 
of it, are vital forthe continuation of systemic 
crime. Washington may accuse the president) 
of Colombia is being drug-financed, but how 
many US Congressmen - or Lok Sabha 
luminaries - are in the same position? The 
global reach links all regimes at various 
points. 

At the end. however, the drug trade 
validates market economics. While market 
demand - in the US and Europe - remains 
so strong, there is nothing to prevent the 
corrupting of the regimes in the drug 
producing regimes. No amount of threats 
and sanctions from Wa.shington can overcome 
US demand forthe stuff. As with prohibition, 
maintaining a regime of clandcstinity only 
protects this vast evil empire of violence and 
corruption, allowing rates of growth that 
seem significantly higher than in the rest of 
the world economy. It corrupts all who come 
in contact with it. It is fearsome and far more 
dangerous and threatening than most of the 
fantasy fears which afflict the conventional 
wisdom. 

Note 
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Diminishing Returns from Unilateral 
IVade Sanctions 

Xiaokua Zhu 

Considering their overall political and economic effects at the 
domestic and international levels, the case for eschewing unilateral 
trade sanctions is strong on both grounds of principle and for the 
enlightened self-interest of the countries concerned. 


IN recent years, the world has seen nnore 
frequent use of unilateral trade sanctions. 
Applied or threatened for a variety of rea-sons 
agaiast countries with vastly different social 
systems and levels of economic development, 
such measures have evoked opposition from 
many countries in the world, including 
traditional allies and friends of the party 
imposing the sanctions. As the recent row 
over the llelms-Burton law and D’Amato 
law has shown, unless the issue of unilateral 
trade sanctions can be tackled properly and 
promptly, it threatens to have an increasing 
negative effect on international relations as 
well as the multilateral trading system. 

In mo.st ca.ses, unilateral trade sanctions 
are only u.scd when the party applying them 
is economically stronger than the targeted 
country, forthe simple reason that otherwi.se 
the sanctions would boomerang by hitting 
harder the party which imposes them. 
Therefore such sanctions are often viewed 
by others as a crude display of economic 
power and anachronistic in an era when the 
general trend of democracy and equality is 
growing within and among various countries 
in the world. 

Sometimes the use of unilateral trade 
sanctions purports to promote human rights, 
democracy or market-oriented reforms in the 
targeted countries. Yet such high-sounding 
practices are by no means free from 
controversy. First of ail, it is very arguable 
whether a country is justified in attempting 
to affect the development of the political or 
economic system in another. Even if the 
political or economic situation in a country 
is indeed serious enough to cause 
international concern, relevant international 
orgnisalions should be resorted to, so as to 
take collective actions that the international 
community deems fit. In fact without the 
participation of other countries, in particular 
the economically significant ones, unilateral 
trade sanctions have little chance of success 
in an increasingly globalised world and may 
even be exploited by the targeted country as 
fodder for propaganda. 

The argument that it is necessary for one 
country to impose trade sanctions alone 
becau.se all the others are pursuing economic 
gains at the expense of democracy and human 
rights in die targeted country is self-righteous 


and unconvincing. Legitimisation of 
unilateral trade sanctions under sucha pretext 
would open a convenient door for 
economically oowerful countries to wilfully 
take measures which run counter to both 
international law and universally recognised 
principles of international relations. 

A more plausible reason for the use of 
unilateral trade sanctions is that it .serves the 
purpose of domestic politics. While such 
sanctions are indeed handy and conspicuous 
policy tools, theirsuccess for political scoring 
is far from guaranteed because of resistance 
from many sides. As the adoption of these 
measures is highly confrontational and leaves 
little room for manoeuvre, the targeted 
country often makes a strenuous effort to 
resj.st them. It may even resort to retaliation 
if it is in a position to do so, thus escalating 
the tension between the two sides involved. 
If the pressure is too great to bear, the targeted 
country may temporarily agreetosomc vague 
and non-committal termsof settlement which 
are hardly practical and may easily become 
.seeds for future ftare-ups. 

In many cases even friendly countries 
oppose unilateral trade sanctions for political 
or economic rca.sons. They may even retaliate, 
particularly against unilateral sanctions with 
extraterritorial effect, because such measures 
negatively affect their national interests, thus 
creating friction between allies. Their 
continuation of economic relations with the 
targeted country only serves to thwart the 
sanctions and to embarrass the country 
imposing them. ’ 

As unilateral trade sanctions exclude the 
companies of the country applying sanctions 
from the targeted country to the advantage 
of their rivals and are likely to provoke 
retaliations, they are also likely to evoke 
resentment from domestic companies. It is 
ironic that pending unilateral trade sanctions, 
big companies from the country adopting 
such measures often lobby, intentionally or 
unintentionally, in favour of the targeted 
country against the policies of their own 
government. The complaints and activities 
of some prestigious American companies 
during the dispute on intellectual property 
rights between China and US and the recent 
rift with Europe over the Helms-Burton law 
are cases in point. 


Quite a few cases of unilateral trade 
sanctions have occurred recently near or 
during election years. One even gets the 
impression that election politics is sometimes 
used as a reason to explain away such 
measures that would be less acceptable in 
other times. While one can appreciate the 
challenges and difficulties which incumbent 
leaders face in election years, domestic 
election politics should not be taken as an 
excuse for countries to adopt policies that 
infringe upon established principles of 
international relations and international 
law, whose sanctity should be vigorously 
promoted particularly in the post-cold-war 
era. 

Furthermore, the use of unilateral trade 
sanctions would only serve to undermine the 
rules of the multilateral trading system and 
thus to decrease the authority of the World 
Trade Organisation, which regulates trade 
policies of various countries. For example, 
the WTO will be faced with a great dilemma 
while making a ruling on the case submitted 
by the European Union concerning the US 
Helms-Burton law. If it made a ruling against 
the US, the result would probably antagonise 
the US government whose support for 
multilateralism is already dwindling in recent 
years. On the other hand, if it approved the 
US actions on grounds of national security 
interests according to Article XXI of the 
GATT agreement, it would set a bad precedent 
for other countries to take similar unilateral 
measures in the future. This would be most 
undesirable when an overwhelming majority 
of countries in the world arc further opening 
up their economies and have committed 
themselves to the rules of the multilateral 
trading system. 

It is true that .sometimes a country may 
feel that it has a legitimate reason for 
using unilateral trade sanctions or that it 
simply has no other alternative. After all, it 
is up to sovereign states to use all the 
means at their disposal to achieve their 
foreign policy objectives. Yet taking into 
account the overall political and economic 
effect of such measures at the domestic 
and international level, it would be Wise 
to stop the use of unilateral trade sanctions 
both on grounds of principles and for the 
enlightened self-interest of the countries 
concerned. 
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PERSPECTIVES 


Beyond the Nation? Or Within? 

Partha Chatterjee 


It is only by separating the two interrelated issues of civil society- 
modernity and political society-democracy that we will begin to see 
the dimensions of power and political strategy without an awareness 
of which the proposals to ‘move beyond the nation' are quite likely 
to strengthen inequalities and defeat the struggle for democracy 
the world over. 


I 

“WE need 10 ihink ourscive!. beyond the 
nation”, declared Arjun Appadurai in the 
first sentence of his 1993 essay ‘Patriotism 
and Its Futures’.' Since that announcement, 
and indeed for some time before i t. t he demand 
has been made with increasing urgency to 
give clearer theoretical shape to the practices, 
locations, solidarities and institutions that 
seem to he emerging beyond the fami liar grid 
ofthcnatinn-.stalesyslcni. One obvious reason 
for the demand is empirical, there is little 
doubt that the volume of significant social 
phenomena that are in one way oi another 
of a 'transnational' kind has grown 
considerably over the last three decades and 
that these cannot be satisfactorily de.scribcd 
or explained within a conceptual field that 
is still organised aiound the idea that a 
'modem' society and people is, under normal 
circumstances, constituted as a nation-state. 
The second rca.son for the demand is moral- 
political: it IS based on the perception that 
the aiithonty and legitimacy of the nation¬ 
state IS in crisis and that its capacity to act 
for the good of the people over whom it 
claims to exercise authority has been 
exhausted or irreparably undermined. Tlic 
two reasons together have pnxluccd the sense 
of urgency behind the demand to think beyond 
the natton. 

I will in this paper advance an argument 
that acknowicdgesthc forceof the two reasons 
mentioned above but that nevertheless 
suggests that for tho.se very reasons we should 
look withiti the nation rather than beyond 
it. It could, of course, be objected that the 
options ;beyond or within’ ought not to be 
posed as mutually exclusive ones, and that 
the proposals to think more seriously of 
postnatioiial in.stitutions or solidanties do 
not ncccssari ly mie out rethi nk i ng i he i nicrnal 
forms of the nation-state. My response to this 
anticipated objection is that for certain 
strategic reasons having todo with the politics 
ol theoretical intervention. I will insist that 
the journey that might take us beyond the 


nation must first pass through the currently 
disturbed /.ones within the nation-state and 
that in lact a more satisfactory resolution of 
the problems within could give us some ot 
the theoretical instmments we are looking 
for to tackle the questions beyond 

It makes little sense for me to undertake 
here a review of all of the things that have 
been said to make theca.se for looking beyond 
the nation-state. .Since Arjun Appadurai is 
one ol the must prominent and able ad viKatcs 
of this proposal, I will in the following 
paragraphs arrange the materials fur my 
argument through an i ntcrhx ution with some 
ol his recent writings. 

II 

Let us lake a brief look, first of all, at some 
ot the ‘tacts’ Appadurai summarises these 
under two heads: electronic mediation and 
mass migration. The developments on this 
score m the la.si three decades or so cannot 
be regarded as merely quantitative 
enlargements of phenomena that existed in 
the pre-eiccironic age. First, "more people 
than ever betore seem to imagine routinely 
the possibility that they or their children will 
live and work in places other th.in where they 
were bom”; this creates new mythographies 
that arc "not just a counterpoint to the 
certainties of daily hic” but arc “charters for 
new social projects” that impel ordinary 
people to change their daily lives (p 6). 
.Second, contrary to the theory of the media 
as the opium of the masses, there is enough 
evidence to .show that the consumption of 
ma.ss media has produced among ordinary 
people Its ow' instmments of agency in the 
form ofirony..selectivity orresistancc. Third, 
the collecti ve expcriencc of clect I onic media 
creatcsihe possibilityofcolicctivc imaginings 
that arc more powerful and far-reaching than 
the imaginative boundaries of the nation. 
Tlie combination of electronic mediation 
and mass migration has created new diasporic 
public spheres that transcend the boundaries 
of the nation-state. These have produced in 


a large number of cases an awareness of 
cultural identity that cuts across national 
boundaries, movements of modem ethnicity 
that are transnational and sometimes even 
a .sense of political solidarity whose principles 
are nonterritorial. 

If these arc the facts about transnational 
tendencies in the contemporary world, the 
moral conclusions have also been drawn 
from them. (Although Appadurai .sometimes 
claims to be offering only a ‘diagnosis’ and 
not a ‘prognosis’, the shift from the one to 
the other is tangible enough in his writings; 
indeed, without the moral-political 
implications, thedescriptionsof transnational 
phenomena would lose much of their 
evidential power.) Thus, “the nation-state, 
as a complex modern political form, is on 
Its last legs... Nation-states, as units in a 
complex interactive system, arc not very 
likely to be the long-term arbiters of the 
relationship between globality and 
modernity” (p 19). With the nation-state 
having entered “a terminal ensis”, emergent 
"postnational” forms of organisation have 
moved into political spaces that were 
previously jealously guarded under claims 
of national sovereignty. .Several agencies 
within the United Nations network and bodies 
such as Amnesty International now actually 
monitor the activities ot nation-states on 
questions of human rights, peace-keeping, 
refugees, famine relief or health. A va.st 
network of non-governmental organisations 
arc now providing basic support and services 
that nation-states in many countries of the 
world have failed to supply to their citizens. 
Religious organisations and movcmenis of 
various kinds provide services acro.ss national 
boundaries and in addition mobilise loyalties 
that are not bounded by territory or 
citizenship. Such organisations are “both 
instances and incubators of a postnational 
global order” (p 168). 

or course, to .seriously argue the case for 
postnational political forms as the emergent 
t.'ndency of the age, one would have to 
provide an alternative account of the apparent 
resurgence of nationalism in many places, 
especially in many parts of the former .Soviet 
Union and in former Yugoslavia. Appadurai 
does indeed offer an alternative account. He 
contests the description of these phenomena 
as a recrudescence of primordialism or 
tribalism; in fact, he specifically calls such 
descriptions “the Bosnian fallacy”. Territorial 
nationalism ts only “the alibi of these 
movements and not necessarily their basic 
motive or final goal”. They “actually contain 
transnational, subnational links and, more 
generally, nonnational identities and 
aspirations”. But they cannot articulate these 
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aspirations except in the language of 
nationalism because “no idiom has yet 
emerged to capture the collective interests 
of many groups in translocal solidarities, 
cross-border mobilisations and postnationai 
identities... they are still entrapped in the 
linguistic imaginary of the territorial state... 
This vicious circle can only be escaped when 
a language is found to capture complex, 
nonterritorial, postnationai forms of 
allegiance" (pp 165-66). 

In the meantime, locality continues to be 
produced as a structure of feeling, as a 
property of .social life and as an ideology of 
situated community, even under conditions 
of globalisation. However, locked within the 
grid of the nation-state system, the production 
of locality has become increasingly difllcult. 
The neighbourhood has tended to become 
more context-produced than context- 
generating. There arc three reasons foi this. 
First, the modem nation-state has increasingly 
resorted to greater disciplinary powers to 
define all neighbourhoods as owing 
allegiance and afUliation to it. Second, 
collective social movements and identities 
have been increasingly dissociated from 
territory. And third, principally because of 
the powers of electronic mediation, the 
relations between spatial and virtual 
neighbourhoods have been eroded. The 
virtual neighbourhood, where context- 
generating feelings of solidarity can be 
produced among people spatially located at 
different places, is at present confined to 
relatively small diasporic groups in which 
the most active component is probably the 
exiled intellectual. But ideas, finances and 
social linkages emanating from these virtual 
locations also How back to actually lived 
neighbourhoods and can change and reshape 
the structures of solidarity in those ‘real’ 
locations These would contain the emerging 
forces that might produce the new 
|K)stnationai neighbourhoods. 

Ill 

If we are to take seriously Appadurai’s 
proposal to rethink the linguistic imaginary 
of the territonal state, one of the ways might 
be to take a fresh look at some of the 
conceptual components that claim to tie 
together local structures of community with 
territorial nation-.states. Let me bring these 
uphere: family, civil .socicty,poliiical society 
and the state. These are classical concepts 
of political theory, but used, we know, in 
a wide variety of senses and often with much 
inconsistency. I must clarify here the .sense 
in which I find it useful to employ these 
concepts in talking about contemporary 
political formations. 

Hegel’s synthesis in the Philosophy of 
Right of these elements of what he called 


"ethical life” spoke of family, civil society 
and the state, but had no place for a distinct 
sphere of political society. However, in 
understanding the structure and dynamics of 
mass political formations in 20th century 
nation-states, it seems to me useful to think 
of a domai n of mediating institutions between 
civil society and the .state. The sharpness of 
the 19th century distinction between state 
and civil society, developed along the 
tradition of European anti-absolutist thinking, 
has the analytical disadvantage today of either 
regarding the domain of the civil as a 
depoliticised domain in contrast with the 
political domain of the state, or of blurring 
the distinction altogether by claiming that all 
civil institutions are political. Neither 
emphasis is of help in understanding the 
complexities of political phenomena in large 
parts of the contemporary world. 

I find it useful to retain the term civil 
society to those characteristic institutions of 
modern associational life originating in 
western societies that are based on equality, 
autonomy, freedom of entry and exit, contract, 
deliberative procedures of decision-making, 
recognised rights and duties of members, 
and such other principles. Obviously, this is 
not to deny that the history of nuxlcmity in 
non-western countries contains numerous 
examples of the emergence of what could 
well be called civil-social institutions which 
nevertheless do not always conform to these 
principles. Rather, it is precisely to identify 
the.se marks ofdifference, to understand their 
significance, to appreciate how by the 
continued invocation of a ‘pure’ model of 
origin - the institutions of modernity as they 
were meant to be - a normative discourse 
can still continue to energi.se and shape the 
evolving forms of social institutions in the 
non-wesicm world, that I would prefer to 
retain the more classical scn.se of the term 
civil society rather than adopt any of its 
recent revised versions.- Indeed, for 
theoretical purposes, 1 even find it u.scful to 
hold on to the .scn.se of civil society u.sed in 
Hegel and Marx as bourgeois society 
(hurgerliche gesellschaft). 

An important consideration in thinking 
about the relation between civil society and 
the state in the modem history of formerly 
colonial countnes such as, forcxample, India 
is the fact that whereas the legal-bureaucratic 
apparatus of the state has been able, by the 
late colonial and certainly in the postcolonial 
period, to reach as the target of many of its 
activities virtually all of the population that 
inhabits its territory, the domain ot civil 
social institutions as conceived above is still 
restricted to a fairly small section of ‘citizens’. 
'This hiatus is extremely significant becau.se 
it is the mark of non-westem modernity as 
an always incomplete project of 
‘modernisation’ and of the role of an 


enlightened elite engaged in a pedagogical 
mission in relation to the rest of .society. 

But then, how are we to conceptualise the 
rest of society that lies outside the domain 
of modem civil society’.' The most common 
approach has been to use a traditional/modcm 
dichotomy. One difficulty with this is the 
trap, not at all easy to avoid, of dehistoricising 
and essentialising ‘tradition’. The related 
difficulty is one of denying the possibility 
that this other domain, relegated to the /one 
ot the traditional, could find ways of coping 
with the modem that might not conform to 
the (western bourgeois, secularised Christian) 
principles of mcxlcm civil society. I think 
a notion of political society lying between 
civil society and the slate could help us sec 
some of thc.se historical possibilities. 

By political .siK-icty. I mean a domain of 
institutions and activities where several 
mediations arc carried out. In the classical 
theory, the family is the elementary unit of 
social organisation: by the 19th century, this 
is Widely us.sunicd to mean the nuclear family 
of modem bourgeois patriarchy. (Hegel, we 
know, strongly resisted the idea that the 
family was based on contract, but by the late 
19th century the contractually formed family 
becomes the normative model of most social 
theorising in the west as well as of reformed 
laws of marriage, property, inheritance and 
personal taxation. Indeed, the family becomes 
a product of contractual arrangements 
between individuals who arc the primary 
units of .society.) In countries such as India, 
it would be completely unrcali.stic to assume 
this dctlnition of the family as obtaining 
universally. In fact, what is significant is that 
in formulating its policies and laws that must 
reach the greater part of the population, even 
the stale docs not make this assumption. 

The conceptual move that .seems to have 
been made very widely, even if .somewhat 
imperceptibly, is from ihe idea of .society as 
constituted by the elementary units of 
homogeneous families to that oi a population, 
differentiated but classifiable, describable 
and enumerable. Michel Foucault has been 
more perceptive than other locial 
philosophers of recent times in noticing the 
crucial importance of the new concept of 
population lor the emergence of m^cm 
governmental technologies. Perhaps we 
should also note the contribution here of 
colonial anthropology and colonial 
administrative theones. 

Population, then, constitutes the material 
of .society. Unlike the family in classical 
theory, the concept of population is 
descriptive and empirical, not normative. 
Indeed, population is a.s.sumed to contain 
large elements of ’naturalness’ and 
’primordiality ’; the internal principles of the 
constitution of particular population groups 
is not expected to be rationally explicable 
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since they are not the products of rational 
contractual association hut are, as it were, 
pre-rational. What the concept of population 
docs, however, is make available for 
governmental functions (economic policy, 
bureaucratic administration, law and political 
mobilisation) a set of rationally nianipulabic 
Instruments for reaching targe sections of ilte 
inhabitants of a country as the targets of 
‘policy’. 

Ci VI I .soci al I nsl i tut i ons, on the ot her hand, 
if they arc to conform to the normative model 
presented by western modernity, must 
ncccs.sanly exclude Irom its scope the vast 
mass of the population. Unlike many radical 
theorists. I do not think that this ‘deled' ot 
the classical concept needs to be teclificd by 
revising the definition of civil society in 
order to include within it social institutions 
ba.scd on other principles. Rutlicr. I think 
retaining thcoidcndcaofcivil society actually 
helps us capture some of the conflicting 
desires of modernity that animate 
contemporary political and cultural debates 
in countries .such as India. 

Civil MU'iciy in such countries is best used 
to describe those insiitiiiions of modern 
associaiional life set up by nationalist elites 
in the era of colonial model iiily, though 
often as part ot their anticolonial snuggle. 
These instiiiiintns embody the desire of this 
elite to lephealc in its own society the forms 
as well as I he substance o! western modernity 
it is a desire lor a new ethical hie in society, 
one that is in conloriniiy with the virtues ot 
the enlightenment and ot btiurgcois freedom 
and whose known cultural lorms arc those 
of secularised wc.sicrn Christianity. These 
are apparent in most ol the arguments used 
by early nationalist elites incolonial eotintries 
for setting up new institutions ol secular 
public life. It IS well rccogm.scd in those 
arguments that the new domain ol civil socicly 
will long remain an exclusive domain of the 
elite, that the actual ‘public’ will not match 
up to the slandaids rci]uircd by civil society 
and that the function of civil .social insti¬ 
tutions in relation to tlie public at large will 
be one of pedagogy rather than of free 
association. 

Countries with relatively long histories of 
colonial modernisation and nationalist 
movements often have quite an extensive 
and impressive network of civil social 
institutions of this kind. In India, mo.st of 
them survive to this day, not as quaint 
remnants ofcoloni.il modernity but often its 
serious piotagonisis of a project of cultural 
modcrnis.'iiion still to he completed. However, 
in more recent limes, they seem to he under 
a stale ol siege. 

To undcrsiund this, we will need to 
historicisc more carefully the concepts of 
civil .society, political society and the state 
in colonial and posicolonial conditions. 


IV 

The explicit lorin of the po-stcnlonial state 
in India is that of a motfcm liberal democracy. 
It is often said, not unju.stiftahly, that the 
reason why liberal democratic institutions 
have performed more creditably in India 
than in many other parts of the formerly 
colonial world is the strength of its civil 
social institutions that arc relatively 
independent of the political domain of the 
.state. But one needs to be more careful about 
the precise relationships involved here. 

Before the rise of mass nationalist 
movements in the early 20th century, 
nntionali.si politics in India was largely 
conlincd to the same circle of elites that was 
then busy .setting up the new institutions of 
‘national’ civil society. These elites were 
thoroughly wedded to the normative 
principles of modem associational public 
li fc and criticised the colonial slate precisely 
for not I'ving up to the standards of a liberal 
constitutional state. In talking about this part 
of the history of nationalist mixlcmily, we 
do not need to bring in the notion of a 
political society mediating between civil 
society and the state. 

However, entwined with this process of 
the formation ot modern civil social 
instiliUions, somelhing else was also 
happening. I have explained elsewhere how 
the various cultural forms of western 
iTUHicrnity were put through a nationalist 
sieve and only selectively adopted, and then 
combined with the reconstituted elements of 
what was cl at med to he i ndigenous t radi t ton.' 
Dichotomies such asspiritual/matcrinl. inner/ 
outer, alicn/indigenous, etc. were applied to 
juslity and legitimise these choices from the 
standpoint ol a nationalist eultuial polities. 
What I wish to point out here in particular 
is that even as the associational principles 
of secular bourgeois civil institutions were 
tidoplcd in the new civil society of the 
nationalist elite, the possibility ot a different 
mediatinn between the population and the 
state was already being imagined, oiw that 
would not ground itself on a modernised 
civil society. 

The impetus here was directly political. It 
had to do with the fact that the governmental 
lechnologicsofthccolonial state werealready 
seeking to bring within its reach large sections 
ot the population as the targets of its policies. 
Nationalist poll cs had to find an adequate 
strategic response if it was not to remain 
immobilised within the confines of the 
"properly constituted" civil society of the 
urban elites. The cultural politics of 
nationalism supplied this answer by which 
it could mediate politically between the 
population and the nation-state of the future. 
In the Indian case, the most dramatic and 
effective form of this mediation was 


represented by what I have elsewhere 
described as the Gandhian moment of 
manoeuvre.* 

This mediation between the population 
and the state takes place on the site of a new 
political society. It is built around the 
framework of modem political associations 
such os political parties. But, as researches 
on nationalist political mobilisations in the 
Gandhian era have shown repeatedly, elite 
and popular anticolonial politics, even as 
they came together within a formally 
organised arena such as that of the Indian 
National Congress, diverged at .specific 
moments and spilled over the limits laid 
down by the organisation.' This arena of 
nulionalist politics, in other words, became 
a site of strategic manoeuvres, resistance and 
appropriation by different groups and classes, 
many of thosecontests remaining unresolved 
even in the present phase of the postcolonial 
state. Ilte point is that the practices that 
activate the forms and methods of 
mobilisation and participation in political 
society arc not always consistent with the 
principles of association in civil society. 

What then are the principles that govern 
political society? The question has been 
addressed in many ways in the literature on 
mass mobilisations, electoral politics, ethnic 
politics, etc. In the light of the conceptual 
distinctions I have made above between 
population, civil .society, political society 
and the .state, we will need to focus more 
clearly on the mediations between population 
on the one hand and political society and the 
slate on the other The major instrumental 
torm here in the po.stcolonial period is that 
of the developmental state which seeks to 
relate to different sections of the population 
thmugli (he governmental function of H’e(/(ire. 
Correspondingly, if we have to give a name 
to the major form of mobilisation by which 
political society (parties, movements, non- 
party political formations) tries to channelise 
and order popular demands on (be 
developmental slate, we should call it 
democracy. The institutional forms of this 
emergent political society are still unclear. 
Just as there is a continuing attempt to order 
these institutions in the prescribed forms of 
liberal civil society, there is probably an even 
stronger tendency to strive for what arc 
perceived to be democratic rights and 
entitlements by violating those institutional 
norms. I have .sugge.stcd elsewhere that the 
uncertain institutionalisation of this domain 
of political society can be traced to the absence 
of a sutTiciently differentiated and flexible 
notion of community in the theoretical 
conception of the modern state." In any case, 
there is much churning in political society 
in the countries of the postcolonial world, 
not all of which are worthy of approval, 
which nevertheless can be seen a.s an attempt 
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to find new democratic forms of the modem 
state that were not thought out by the post¬ 
enlightenment social consensus of the 
secularised Christian world. 

V 

In order to look more closely at what I see 
as the new movement of political society and 
the desire for democracy it represents, and 
also to bring the discussion back to the 
supposed crisis of the nation-state and the 
possibility of postnational formations, let me 
put forward three theses that might be pursued 
further. These are three theses that arise from 
the hi.storical study of modernity in non- 
westem societies. 

(1) The most significant site of 
transformations in the colonial pcritKl is that 
of civil society; the most significant 
transformationsoccurringinthcposlcolonial 
period arc in political society. 

(2) The question that frames the debate over 
social transformation in the colonial period 
is that of modernity, in political society of 
the poslcoioniai period, the framing question 
is that of democracy. 

(3) In the context of the latest phase of the 
globalisation of capital, we may well be 
witnessing an emerging opposition between 
modernity and democracy, i c, between civil 
society and political .society. 

The implications of these thc.scs will, I 
believe, diverge in important ways from the 
proposals for creating po.stnutional forms of 
government. If one looks closely at the 
descriptions of the crisis-ridden nation-state 
in different parts of the contemporary 
world, one will find two sets of interrelated 
arguments. One is about the failure of 
effective govcrnability. This has to do, in 
terms of the functions listed above, with the 
failuic of the state to provide for the ‘welfare’ 
of populations. The second set of arguments 
relates to the decay or lack of appropriate 
civil siK'ial institutions that could provide a 
secure foundation for a proper relationship 
between autonomous individual lives in 
society and the collective political domain 
of the state. This is where complaints arc 
made about the authoritarian or tyrannical 
role of the nation-state. The two sets of 
arguments arc often collapsed into a single 
prognosis, as in Appadu> ai, about the failure 
of nation-states to arbitrate between glohality 
and modernity. I will argue that there are 
actually two kinds of mediation that are 
being expected here- one, between globality 
and modernity, and the other, between 
globality and democracy. The two - at least 
apparently - cannot be performed by the 
same set of institutions. IThis, as I see it, is 
the current crisis of the nation-state. 

We can trace this crisis, in terms of the 
conceptual elements 1 have set out above. 


for at least two different sites - one, the old 
nation-states and liberal democracies of the 
west (including Australia and New Zealand), 
and the other, the countries, mo.stly ex¬ 
colonial, of Asia and Africa and those of the 
former socialist bloc in eastern Europe and 
central Asia. In the first case, the historical 
yardstick is provided by a description 
(abstract and often idealised) of a sort of 
normative equilibrium where civil society 
and state were well demarcated and properly 
balanced. This is the liberal description of 
the ‘constitution’ that supposedly provides 
both an abstract universal theory and a 
historically embedded, nation-specific, 
instance of the actual and more or less 
permanent substantive content of political 
life. This relatively stable normative 
cqutlibrium is now often seen as having been 
disturbed by the new immigration of the last 
three decades. As residents, the new 
immigrants have free access tothe institutions 
of civil society, but are often insufficiently 
educated in or unappreciative of its practices. 
As populations, they are beneficiaries of 
governmental welfare activities but do not 
always have a commitment to or .solidarity 
with the jKilitical community of the host 
nation. As citizens, their political loyalties 
arc seen as being suspect and many do not 
even want citizenship if they can enjoy the 
economic and social advantages of residence. 
Here, transnational solidarities among 
immigrant groups, in fact, become evidence 
for the charge that they are inappropriate 
subjects of the nation’s civic and political 
life. This has created a crisis both for the 
uni versalist assumptions of civil society and 
for the particular cultural content of 
nationhood. One response to this has been 
to recognise the change in historical situation 
and redefine the substantive eontent of civic 
and political life through an active effort at 
‘multiculturalism’. But there has also been 
the attempt to curb immigration, deny 
citizenship to many immigrants and even 
restrict the access of residents to (the 
presumably universalist) civil siK'ial and 
welfare institutions. 

In the case of the formerly colonial 
countries of Asia and Africa, the dominant 
approach is to apply the same yardstick of 
the abstract model of the modern nation 
state and place the different actually existing 
states on a sealc of ‘development’ or 
'modernisation’. The overwhelming theme 
IS one of lack, sometimes with an additional 
story that describes the recent decay ol a 
moderately satisfactory albeit inadequate set 
of institutions. But the lack, as I said before, 
is of two kinds - one in the domain of 
governmentaiity, the other in that ot an 
effective civil .society. For a considerable 
part of the 1960s and 1970s, modernisation 
demanded primarily, often exclusively, a 


rapid expansion of the governmental | 
functions of the developmental .state, | 
legitimised by its claims to represent and 
strengthen the nation as a whole. By the 
1980s, the complaints were gelling stronger 
that the absence of an autonomous domain 
of civil siKial institutions had made the nation¬ 
state tyrannical. And where the nation-state, 
was failing to perform even its govemmcnlal 4 
functions, as in many countries in Africa, the 
situation was one of anarchy and massive 
social disaster. Proper modernisation would 
have to ensure a more balanced development 
of both state and civil .social institutions. 

A considerable part of transnational 
activities today take place in the domain of 
non-state institutions under the sign of the 
modernisation of civil social formations. 
1'hcsc arc the activities of a transnational 
public sphere whose moral claims derive 
from the assumed existence of a domain of 
universal civil society. Many United Nations 
agencies, non-govcmmcnial oi ganisations, 
pcacc-kecpiiig missions, human rights 
groups, women's organisations, tree speech 
activists, operate in this moral terrain. As 
such, they act as an external check on the 
.sovereign powers of the nation-stulc and 
occupy the critical moral position of a global 
civil society assessing the incomplete 
modernity of particular national political ] 
fortnalioifs. This is the standpoint thatj 
produces the mo.si aggressive charges of the 
nation-state failing to successfully mediate | 
between glohality ami modernity. 

The charges derive their ideological power | 
from a universalis! conception of the rights 
of autonomous and sell-determining 
individuals balanced against the powers of 
the state and, by extension, of the rights of 
autonomous gioups against the dominance 
of large political formations. Often these! 
arguments are used with blatant cynicism, { 
as in US political inicrveniions in different 
parts of the world. But many transnational 
activities and movements pursuing demands 
for social and culitiral lights for individuals 
or groups seek toopen up and institutionalise 
precisely such asphereofglobalintevention, 
framed by a uni versalist notion of rights and 
grounded in a global civil society. 

Even though there is much celebratory 
rhetoric and high moral passion associated 
with these visions of global modernity, the 
political-strategic implications of a move 
from ‘transnational tendencies’ to 
postnational formations arc largely elided. 
Comparing our present world-historical 
moment with that of, let us say, 'theexpansion 
of Europe’ two or three centuries ago, it 
would not be farfetched at all to notice 
similarities in the moral-cultural drive to 
spread ‘modernity’ throughout the world. 

The contrary tendencies I am pointing to 
- those that look within rather than beyond 
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the nation-staic - arc also strong features of 
the contemporary world. In particular, they 
are tendencies that operate in the very heart 
of western nation-states and liberal 
democracies, just as they are the driving 
force of politics in many non-western 
countries. They arc located on adifferentsite 
- not the mural-cultural ground of modernity 
and the external institutional domain of a 
global civil .society but rather the ground ot 
democracy tmd the internal domain of national 
political .society. What these lcndcricic.s in 
many countries around the world show up 
arc the glaring inadequacies of the old forms 
of democratic representation, not only in the 
less modernised countries of the non-western 
world but in western deiiHK'racics themsci vcs. 
There is much contestation over new claims 
and entitlements, those that were not part of 
the earlier liberal consensus on .state-civil 
society relations. In many cn.ses, the new 
claims directly contradict and violate 
universal ‘modern’ conventions of civil 
society. 1'he historical task that has been set 
by the.se movements is to work out new 
forms of democratic institutions and pi actices 
in the mediating field of political society that 
lies between civil society and the nation¬ 
state. 


The framework of global modernity will, 
it .seems to me, inevitably structure the world 
according to a pattern that is profoundly 
colonial; the framework of democracy, on 
the other hand, will pronounce modernity 
itself as inappropriate and deeply flawed. An 
important observation that Arjun Appadurai 
often makes concerns the way in which 
transnational tendencies have made deep 
inroads into contemporary western societies 
and rendered currently existing nation-state 
forms inadequate. In particular, talking about 
the cities of the western world. Holston and 
Appadurai have recently noticed the 
abandonment of (he notion of shared public 
space as an attribute of citizenship and the 
retreat into segregated pnvalc spaces. They 
have also correctly perceived this as an i.ssuc 
that IS directly connected with the question 
of the dcincKratic negotiation of citizenship 
under conditions of globalisation.’ My 
argument m this pre.sentation is that it is only 
by separating the two interrelated issues of 
civil srrciety-mtHlemity and political society- 
democracy that we will begin to see the 
dimensions of power and political strategy 
that underlie this question. Without this 
awareness, the proposals to 'move beyond 
the nation’ are quite likely to strengthen 


inequalities and defeat the struggle for 
democracy the worid over. 
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REVIEWSi 


Sociology of Rural Credit 

M a^jit Singh 

Debt, Dependence and Agrarian Change by Surinder Jodhka; Rawat Publications, 
Jaipur, 1995; pp 256, Rs 375. 


MONEY has always played an important 
role in the civilisational process but its effect 
on social structure was never so far-reaching 
as it is now in its present form. Money is 
no more ‘wealth of nations’ to be used to 
cement social bonds. Just the opposite. Money 
in modem society, the real equivalent of 
potential and actual value of social labour 
power and represented by paper tokens, 
penetrates deep into the seams of the social 
structure and, like cancer, transforms it 
beyond recognition. It is in the latter sense 
that Jodhka's work on mral Haryana becomes 
seminal. 

Prom the medieval age to the present, 
money has traversed a long way, changing 
its form from usurious capital to modem 
finance capital. The classical political 
economists dealt with the changing forms of 
capital and its corresponding effect upon the 
European society. However, the lack of such 
a sociological study on the social inllucnccs 
of different credit systems in India was a gap 
which has partly been filled up by the present 
work on mral Haiyana. 

After a careful selection of the three villages 
from thedistrict of Karnal in Haryana, Jodhka 
has systematically traced the history of various 
forms of debt dependency and its effect on 
the constitution of social relations among the 
peasaniry. Tme to the marxist method, he 
carefully picks up threads from history and 
weave.s them with the empirical reality in 
such a way that a dialectical unity is achieved 
between the di sparate facts and the theoretical 
constmetions. This to and fro reflective 
movement between the fact and its idea has 
hel ped to yield valuable insights which many 
others have missed. For instance, one .set of 
arguments that the 'modernisation' of Indian 
agriculture has led to the reinforcement of 
the traditional web of dependent social 
relations IHairiss 1977; Bhalla 1976), ‘semi¬ 
feudalism' [Bhaduri 1984] or ‘deprole¬ 
tarianisation’ [Brass 1986] has been 
counter-posed to the other set of argument 
put forward by Rudra (1987) and Bardhan 
(1984) who refute the ‘unfreedom’ argu¬ 
ment of the former. It is this careful 
constmetion of the context which guides the 
selection of questions to be focused upon 
during the Held work, especially pertaining 
to the .social effects of the changing forms 
of credit. 


During the colonial period the agrarian 
economy of Haryana, like that of the rest of 
the country, was backward and subsistence 
oriented. However,by linking the exorbitant 
rate of land revenue with the potential 
productivity of land after the Permanent 
Settlement, the British raised the demand for 
cash which was often met through the ‘sahi- 
saami' relation between the moneylender 
and his peasant-client. Prior to the Settlement 
the rate of revenue was determined on the 
basis of actual production. The new rates 
fixed by the British in accordance with the 
quality of land broke the age-old linkage 
between the actual production and the demand 
for the revenue, creating a space for the dual 
parasitism of Indian usurious capital. Very 
often the moneylender also happened to be 
the local trader in agricultural produce. 
Moneylending was a device to bind the 
peasants for the dispo.sal of their produce 
and. thereby, insure the trade profit .over and 
above the interest charged on the loan. The 
vulnerability of agriculture to the vagaries 
of nature coupled with the stiff demand for 
revenue led to the stranglehold of 
moneylender’s capital over the peasantry. 
Peasants from the lower rangs were constantly 
being further pushed down the socio¬ 
economic ladder. By the end of the last 
century a large section of the poor peasantry 
had already lust it s land to the non-cultivating 
castes, such as local trader-cum- 
moneylenders. The fall-out was deepening 
the social crisis. Alarmed by the possibility 
of destabilising political consequences of 
the crisis thf British government reacted by 
bringing the Land Alienation Act 1901. 
accordingtowhichthenon-cultivatingcastv:s 
lost the legality of land appropriation of the 
poor peasantry through theircuniiing usurious 
tactics. 

The loan taken from the moneylender was 
also used to meet the expenses on social 
ceremonies or ill health, besides clearing the 
dues to land revenue. The agricultural 
labourers or poor tenants who could nut give 
guarantee of their fixed assets, borrowed 
loans for similar purposes either from their 
landlord or from the moneylender by 
producing some propertied guarantors. The 
enforcement of the Land Alienation Act 1901, 
at the turn of the century, strengthened the 
position of the landed gentry which emerged 


as a new category of iandlord-cum- 
moneylenders. Besides this predominant 
form of credit procurement there were other | 
informal methods in vogue, such us ‘neota* f 
or ‘bisi-ikbisis’. i 

The above-mentioned social relations of’ 
production, hinging on the demand fur* 
exorbitant land revenue, show that the bigge.st 
feudal was the British followed by the 
local zamindars/rajas, the real props of the 
Raj. 

In independent India the con.solidaiion of 
the bourgeois democratic state was an 
important task before the country. To achieve 
this purpose it became necessary to shake 
up the soci.'il base of different rajas andl 
maharajas and transfer their power to the I 
union government. The upshot was! 
implementation of land reforms which offered 
stability to the tenure and also lightened the 
burden of excessive revenue. Partly as part i 
of the policy of national division of social' 
labour and partly due to favourable socio-: 
structural and geographical reasons, the 
erstwhile Punjab (which included Haryana 
till 1966) emerged as a seal ol the Green | 
Revolution. It was a phase when an organic | 
iink was being established between the urban | 
and the rural, with an in-built bias towards 
the former. Therefore, it became important j 
to free the peasantry from the clutches of 
usurious capital. The spreading of the 
extensive network of primary agricultural 
co-operative societies (PACS) and other 
institutional credit agencies was an attempt 
to relieve the rural masses from the undue 
burden of the moneylender’s harsh terms of 
credit. Bythelatc l96l)srulesofthccapitali.st 
market, whether it was credit or other 
agricultural input-output, started sweeping 
over the rural scene. Finally, most of the 
merchant-moneylenders were pushed out of 
the rural areas, only to lookfor new ‘pastures’ 
in the growing urban .settings. 

Commercialisation of agriculture has a 
two-fold effect: one,it hascompletely brought 
agriculture within the fold of the market and, 
two, it has changed the definition of time 
from the naturalistic one to the Newtonian 
one. In the light of the new definition of time 
the traditional social relations of production 
have been emptied of their content, 
substituting the same by ‘contract’, thus 
effecting the new social division of labour. 
‘.Sanjhi’ is out and an innovative labour- 
contract for individual crops or agricultural 
operations is in. Direct participation of 
landowners in the lahcnir process is indicative 
of the drastic change in the strategics of 
labour control. Tenancy is no more an 
exclusive pursuit of poor and marginal 
peasants. It is rather a market-dictated contract 
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entered into by the well-to-do fanners, often 
to achieve economies of scale. 

The new set of social relations has triggered 
a corresponding differentiation in the credit 
market. The big farmers have bigger credit 
demand which is met through the bank; the 
small and marginal peasants largely depend 
upon the PACS. Institutional credit is playing 
a dual role; accelerating capitalist 
development sans proletarianisation. IRDP 
loans, meant to generate self-employment, 
also arrested the prtKessof social polarisation. 
Institutirmal loans have also helped landless 
labourers by providing them opportunities 
for self-employment which has drastically 
reconstituted the village power structure. 
The traditional top-heavy nexus between the 
political, economic and social power has 
been ruptured and a new axis of economic 
power has emerged as central to the new 
power relations. 

The informal credit market ot the pre- 
independence period perpetuated 
dependencies of the ‘semi-feudal' nature. 
However, the new economic force of the 
Green Revolution coupled with the political 
force of modern democratic institutions has 
changed the character ot the informal credit 
dependency. Fonnstance, the loan advanced 
by the ‘arhiia' (commission agent in the 


grain market) against the promise to sell the 
harvest through him is what Bhaduri calls 
a binding ‘forced commercialisation'. And 
yet this 'binding' is in the nature of a contract 
of mutual convenience as the commission 
agent cannot inlluence the purchase price, 
which is determined cither by the market 
forces or the Agricultural PricesCommission. 
Similarly, economic compulsions of the 
agricultural labourer force him lo depend 
upon the nch farmer for loans, to be cleared 
later on by performing labour for him. Such 
compulsions do affect the wages received by 
the labourer but it can be interpreted as harsh 
terms if loan and, what sometimes eludes 
many .scholars, not a.s an indicator of ‘semi- 
feudalism', orthe hegemony of pre-capitalist 
ideology. Such an understanding has actually 
been supported by an oldagricultural labourer 
from the village who explained, in the context 
of new power equations, how the earlier 
relation of ‘dabav’ (crKrcive authority) has 
been rcpiiiced by that of 'lihaz' (mutual 
lavour) Whether it is informal credit or 
institutional loans, catering to the 
differentiated credit market, the overall logic 
of the economy is capitalist, irrespective of 
the harshness of the terms of credit. Debt 
and credit are instrumental in the 
‘dccnmposilion/rccnmposition' of the social 


classes, notwithstanding their economic 
functions. 

No work is complete in itself. There is 
always scope to improve. For instance, the 
title of the book seems to suggest that debt 
causes dependence, and dependence is 
instrumental in social change which rather 
looks odd. It is also not very clear whether 
changing forms of credit effected corres¬ 
ponding changes in the social relations of 
production or vice versa or, still else, both 
are mutually reinforcing. The discussion on 
this relation pertaining to the pre¬ 
independence period seems to suggest that 
usurious capital put a constraint on the 
transformation of social relations. But as the 
analysis proceeds towards post-independence 
period, it is the institutional changes effected 
from the top. such as land reforms, democratic 
polity and Green Revolution, which together 
seem to provide the space for the penetration 
of institutional credit. The attempt to depart 
from the traditional marxist treatment of the 
agrarian question has met with only part 
success. Nevertheless, it is valuable 
contribution, full of theoretical insights and 
rich in empirical data. The significance of 
the work increases all the more in the context 
of Haryana where there is only scant quality 
work available so far. 
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Communal Construction of Women 

Tapan Basu 

Women and the Hindu Right edited by Tanika Sarkar and Urvashi Butalia; Kali 
for Women, New Delhi, 1995; pp 337, Rs 300. 


One of the most sinister features of recent 
Hindutva has been the highlighting of the 
militantly communal woman in a variety of 
unprecedented ways. ...Rural women at 
Bhagalpur in I9H9 or upper middle class 
Maruii-drivingwoinenatAhmedabadin 1991 
have appropriated active roles on the centre 
stage of riot scenes where they would rarely 
put in an appearance before - an ironic 
inversion of the woman's traditional 
invisibility. 

- Tapan Basu el al. Khaki Shorts Saffron 
Flags: A Critique of the Hindu Right (1993) 

WRITTEN and printed before the demolition 
of the Babri niasjid by the votariesof hindutva 
on December 6,1992, these lines focus upon 
d significant aspect of the relationship 
between women and the Hindu Right. The 
exploration of this relationship itself, in all 
its complexities and contradictions, is the 
project of the volume under review published 
nearly three years after that cataclysmic event. 
As Tanika Sarkar and Urvashi Butalia, the 
editors, have explained i n their ‘Introductory 
Remarks’, 

...we decided to have .something like a 
montage •• reports on violence after the 
December 6 events, critical self evaluation 
of secular women’s understanding of 
communalism, histories of women's 
experience in past carriages, cultural 
resources and historical referents in the nght’s 
gender ideology. presentpAtterns of activism 
and gender thi nking among the women leaders 
of the right 

It was their hope that “a multifaceted probing 
and multiple forms of information gathering 
and analysis will constituteacoherent picture 
of a partial but vital dimension of right wing 
policies and intentions". 

A distinguishing feature of the Hindu Right 
in contemporary India which immediately 
sets it apart from other rightist movements, 
present as well as pa.st, here and elsewhere, 
is Its ability to mobilise on its behalf 
unprecedented numbers of w omen enthusi¬ 
asts. The assertive involvement of the so- 
called weaker sex in hindutva initiatives and 
programmes has indeed upset many liberal 
and leftist assumptions about women in 
negotiation with communalism more or less 
always representing women as victims rather 
than as agents of communal violence. If 
hindutva could actually energise women 
enough to bring them out of their traditional 
domestic spaces and preoccupations and 
make them active on broader public issues. 


then would it be at all possible to dismiss 
hindutva as a patriarchal ideology'.' 

This problem in all its nuances is examined 
by Tanika Sarkar in her essay, ’Heroic 
Women, Mother Goddesses: Family and 
Organi.sation in Hindutva Politics’, an 
extension of her earlier work published in 
The Pioneer and in Economic and Political 
Weekly. There is no doubt, according to 
Sarkar. that a limited measure of women’s 
empowerment is permitted,evcncncouraged. 
within the hindutva framework. Hindutva 
makes available an activist identity to women 
embracing its vision by urging them to take 
to the streets, if required, for its sake. Among 
women from a specific conservative, 
constricting background especially, it 
certainly has imparted a heightened .sense of 
self-confidence and self-respect and wider 
solidarities. Yet, of course, this scn.se of a 
.self-transcending straitened familial and 
feminine definitions is necessarily premised 
upon the relocation of the self as a member 
of an intolerant, anti-democratic and 
authoritarian political and social order. 
Eventually it can only lead to the.se women, 
in the name of an authentic community, to 
resisting notions of justice, even for their 
own .sex. As .Sarkar points out by way of 
analogy, in Iran masses of women have 
supported compul.sory incarceration of 
women and in Nazi Germany women agreed 
to give up their right to vote. 

Gender, like class, therefore, does not have 
an emancipatory potential that is ‘natural’ 
or innate. This conclusion is arnved at also 
by Sikata Bannerjee in her essay ’Hindu 
Nationalism and the Construction of Woman: 
The Shiv Sena Oigani.ses Women in Bombay’. 
As the title suggests, Bannerjee concentrates 
her attention tdwards studying the female 
cadres of the Shiv Sena even as Sarkar’s re¬ 
search is conducted thnaigh her interviews with 
'swayamsevikas' attached to one or another 
affiliate of the Rashtriya Swayamsevak Sangh 
(RSS) family. Bannerjee probes into the 
phenomenal success of the Shiv Sena at 
enlisting women volunteers to further its 
agenda, and discovers that unlike most of 
the leading feminists of Bombay, it.s idcolo- 
wgues target lower class and caste women, 
often live and work with them and struggle 
with them to obtain for ihc.se women everyday 
material benefits such as income generation 
schemes, day care for children, medical help 
and so on. But its growing popularity among 
a specific category of Marathi women 
notwithstanding, the Shiv Sena uses this 


constituency not to challenge patriarchy but 
to extend its ba.se as an organisation standing 
up for the interests of Hindu Maharashtrians 
in particular and of Hindus in general. 

TTte starting point in the efforts of the 
Mahila Aghadi and the Rashtriya 
Swayamsevika Sangh, the women’s wings 
respectively of the Shiv Sena and the RSS, 
to obtain a mass adherence has been, as in 
the case of feminist enterprises, the taking 
up of ‘‘real-life women’s ussucs like rape, 
dowry, child molestation and wi fe b.'itlering”. 
Forcixl to engage with these explicit instances 
of female oppression in iespon.se to an 
enhanced awareness among urban, educated 
middle class women of their rights and status, 
the.se two ’sister concerns’ of the two most 
inlluential formations of the Hindu Right, 
as Tec.sta Sctal vad has argued in her article, 
’The Woman Shiv Sainik and Her .Sister 
Swayamsevika’, have gradually overtaken 
.secular wonien’s outfits in terms of the relative 
strength of their following. Setalvad seeks 
to explain the retreat of feminism in the face. 
of contestation of its traditional domain from 
retrograde denominations such as the 
Rashtriya Swayamsevika Sangh and the 
Mahila Aghadi by pointing nut and high¬ 
lighting the non-subversive manner in which 
lhe.se so-called women’s bmlics deal with 
grievances of women. Accommodation rather 
than attrition ^s projected as the normative 
conduct for individual aggrieved women at 
home as well as in the world beyond, even 
though their representatives Iromthc Aghadi 
or the Sangh might sometimes appear to 
adopt militant postures in dealing with 
their complaints. Many a victim of male 
harassment has found hcrscll comfortably 
fitlinginto this framework oi redrcs.sal which 
does not require of her an aggressive 
confrontation with either society or family. 

A major advantage scored by the Sangh, 
the Aghadi and other bodies of their ilk 
consists of their appropriation of archetypal 
feminist platforms like the demand for a 
Uniform Civil Code. As Ratna Kapur and 
Brenda Cossman have analysed in their piece, 
’Communalising Gender, Engendering 
Community: Women, Legal Discourse and 
the Saffron Agenda’, the Hindu Right is 
embroiled in a di.scursi ve struggle at the core 
of which is an attempt to redefi ne the concepts 
of equality and secularism to suit its own 
purposes. Thus, 

Secularism . has become a way ol challenging 

thcidcntityof minority communities. Equality 

has become an implement for reinforcing 

dominant Hindu norms, and attacking the 

‘Other’ for violating these norms. 

The discourse of dcmcKracy itself thereby 
has become a potent weapon in I he possession 
of the Hindu Right to further its hindutva 
campaign. 

What has this appropriation of their 
rhetoric, if not their preoccupations, on the 
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part of the Hindu Right meant for feminists 
and how have feminists tried to cope with 
this crisis. These are questions that Fiavia 
Agnes addresses fioman insider’s perspective 
in ‘RedeHning the Agenda of the Women's 
Movement within a vSecular Framework’. A 
veteran activist in the women’s movement. 
Agnes interrogates .several of its majoritarian 
premises and notes that the nsc of the hindut va 
campaign, and the proficiency of the Hindu 
Right at soliciting the participation of women 
in its de.signs, has forced the women’s 
movement to re-examine these premises, 
leading to more reflection and reconsidered 
statements of intent. 

The involvement of women in the hindui va 
movement does not necessarily imply 
liberation for the women involved. Amrita 
Basu’s study of the ’real’ women of hindutva 
in her article ‘Feminism Inverted: The 
Gendered Imagery and Real Women of Hindu 
Nationalism’ shows how wonam protagonists 
such as Vijayrajc Scindia, Umu Bharati and 
Sadhvi Rithambara have furthered their own 
causes and those of their parties through the 
Ram Janmabhoomi agitation but nut 
consequently promoted the task of 
emancipation of women. 

Thcemcrgcnceof militancy among women 
of a younger generation, pre-eminently 
college students, who feared the loss of job 
opportunities, inthc wake of the state rc.solve 
for compulsory reservation of a percentage 
of government jobs lot mcmbcrsol the back¬ 
ward classes, carries a similar lesson. Reading 
the diary of a protester from that period, 
2Lakia Pathak and Saswati Sengupta look at 
the construction of the goddess Durga and 
the Durga myth by the Hindu Right. What, 
they enquire in their essay ‘Resisting 
Women’, is the nature of female militancy, 
and how authentic arc the promises that the 
hindutva campaign or similar orchestrations 
make for women’s enfranchisement? 

The deification tif women is of course not 
a novel exercise as far as the Hindu Right 
IS related. In her investigation. ’Where 
Women Are Worshipped, There the Gods 
Rejoice: The Mirage of the Ancestress of the 
Hindu Woman’, Kumkum Roy traces the 
lineage of today's revivalists to yesterday’s 
authors of authoniativc, indeed sacred, texts - 
the Rig-Veda and other later Vcdic literature 
(including the principal Brahmanas and the 
Upanishads) as well as the Manusmriti. These 
texts, as she illustrates, create an almost 
unitary, convenient and ahistorical image of 
women of ancient India which then has 
remained a ready reference guirie on ‘the 
woman question’ for obscurantist elements 
down the ages. 

Purshottam Agarwal seems to pick up the 
argument where Kumkum Roy leaves off. 
In ‘Sural. Savaikar and Draupadi: 
Legitimising Rape as a Political Weapon’, 
Agarwal scrulini.scs rape as a recurring 


metaphor - and reality - in communal 
violence. Communalism. according to him, 
is a political project sustained by the imagi¬ 
nation of communal subjects in whose 
perception each episode of confrontation 
between communities is actually a battle in 
the ever ongoing, ever unfinished war 
between two racially defined nations. This 
sort of mythologisation of communal 
violence, he contends, explains why normally 
reprehensible acts such as rape often gain 
widespread ideological rationalisation, even 
ju.stification. Rape comes to be regarded, in 
the context of communal violence, as an 
explicitly military act and more. It is tran.s- 
formed into a spectacular ritual, a ritual of 
victory - the defilement of the autonomous 
•symbol of honour named woman of the enemy 
community in revengc-cum-defcnce against 
anticipated a.ssaults on the same emblem 
from one’s own community. 

In fact, the most emotive issue that 
communali.sts have been able to manipulate 
intothdragendaof aggression and retribution 
for injuries, inflicted or invented, of yore, 
was the abduction and violation of thousands 
of women in the wake of the partition of 
India. Urvashi Bulalia’s paper. ‘Muslims 
and Hindus, Men and Women: Communal 
Stereotypes and the Partition of India', appre¬ 
hends how this issue was employed - in two 
parallel discourses, that of the RSS 
mouthpiece, the Organiser, and that of (he 
Indian legislative assembly - to construct the 
identity of the Muslim man. the Hindu man, 
the Muslim woman and by implication, the 
Hindu woman, and how the woman’s body 
and her sexuality became the arena on which 
the entire discussion was conducted. 

Taken together, therefore, the essays in 
this volume engage with the worrisome 
consent and agency of women with tljg politics 
of the Hindu Right. Nevertheless, women's 


resistancetolhispoliticsalsocontinues apace. 

As the editors of this volume of essays 
themselves acknowledge, “The left and 
secular women’s organisations...were a 
resource of unforgettable strength and hope 
in those days. No paralysis of will or action, 
no sudden upsurge of intellectually 
fashionable and politically convenient self¬ 
doubt there, but a suspension of their normal 
schedule of activities and concerns, and all 
hands to the fire-fighting activity. The total 
strength they have built up among women 
in slums, factory belts or rural organ!sation.s 
were mobilised entirely and sustainedly to 
hold back the forces of the right from their 
bases." (Reference (o the days and events 
subsequent to the Babri masjid demolition 
at Ayodhya.) Women’s resistance is repre¬ 
sented in this volume by accounts by four 
women's organisations of their work in three 
recently riot-torn cities. Bhopal, Ahmcda- 
had and .Surat during February 16-19,199.1. 
The work consisted primarily of an attempt 
to obtain, through direct conversations with 
women not victims and their children, some 
understanding of their perception of the 
communal violence and its impact on their 
lives, and to assess the cffecti vene'.s of official 
measures for their relief and rehabilitation, 
especially of families now headed by women. 
The visit was planned as part of a systematic 
struggle against communalism. 

Something about this broader and deeper 
tight put up by the many, many women 
opposed to the Hindu Right would have 
introduced definitely a note of much-needed 
optimism on the issue than as it has been 
dealt with. 

But this minor omission notwithstanding. 
Women and the Hindu Right will remain a 
valuable and timely intervention into debates 
around the rise of communalism in modcra 
India. 
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_^___ SPECUL ARTICLES 

Investment Gaps in Primary Education 

A Statewise Study 

V K Ramachandran 
Vikas Rawal 
Madhura Swaminathan 

Though systems ofnon-formal schooling are valuable, universal education and mass literacy cannot he achieved 
without the establishment of universal formal schooling. 

The costs of getting every child in India into school in the next five years are large and vary across states, 
depending on current achievements. Resources alone cannot transform conditions without appropriate socio¬ 
political changes and commitments from governments, teachers.and parents. At the same time, to make the policy 
of universal primary schooling meaningful, a financial commitment of the order estimated in this paper - around 


3 per cent of GDP - is required. 

I 

Introduction 

INVESTMENT is needed on a substantial 
scalcinordertoprovideforuniversal primary 
education, and this paper is an attempt to 
provide a methodology for statewise esti¬ 
mates of the magnitude of resources that 
need to be mobilised to achieve this goal.' 

We believe that universal education and 
mass literacy cannot be achieved without the 
establishment of universal formal schooling.’ 
Although valuable, systems of non-formal 
schooling, which in some cases are combined 
with child labour, and campaigns for mass 
literacy cannot achieve mass education. 
Universal schooling requires that school 
education be madecompulsory. Compulsory 
school education, in turn, requires systematic 
programmes of public action; a commitment 
to mobilise the nece.ssary financial resources; 
and the will to make the socio-political 
changes necessary for free public access to» 
primary schools.’ 

II 

Failures on the Education 
Front in India 

Although the benefits of education to 
individuals and to society are widely known,* 
India is a countiy with very low levels of 
achievement in education. In 1991, India 
had around 321 million illiterate people (125 
million males and 196 million females above 
the age of 7), by far the largest number of 
illiterate people in any country. The number 
of illiterate people today is greater than the 
populationofIndiaatindependence(in 1951, 
the number of persons above the age of four 
was 314 million). Between 1981 and 1991 
(excluding Jammu and Kashmir), 19million 
persons were added to the population of 
illiterate persons in thecountry. ITie situation 
is one of low overall literacy combined with 


Targe variations across states, rural-urban 
regions, communities and sex. The lowest 
female literacy rate in the country was 20 
per cent in Rajasthan in 1991 (in rural areas, 
the rate was only 11.6 per cent), and the 
lowest male literacy rate was 52 per cent in 
Bihar. Illiteracy is acute among deprived 
communities. The male and female literacy 
rates among scheduled castes were 46 and 
19 per cent and the corresponding figures 
for scheduled tribes were 41 and 18 per cent. 
Where different forms of deprivation 
converged, literacy was very low; for instance 
among scheduled tribe women in Rajasthan, 
the rate of literacy was as low as 4.4 per cent 
in 1991.’ 

Every child in India does not have easy 
access to a primary school. School attendance 
and enrolment ratios are low. The data from 
the43rd round ofthcNational Sample Survey 
(NSS) for 1987-88 on school attendance 
have been tabulated stalewi.se for 18 major 
states in Tables I, 2 and 3." We shall first 
discu.ss the data on children in the 5 to 14 
age group (in Table 3), which have been 
computed from information in the NSS 
reports. 

The general picture, with the exception of 
Kerala, is one of low school attendance 
Again, with theoncexception of urban Kerala, 
attendance rates for girls were lower than for 
boys in all states, and in general, attendance 
rates were lower in roral than in urban areas. 
Attendance rates were extremely low in the 
rural areas of Bihar. Madhya Pradesh, 
Rajasthan and Uttar Pradesh (the BIMARU 
states) as well as in Haryana, Orissa and 
Jammu and Kashmir. Less than 25 per cent 
of girls aged 5 to 14 were attending school 
in rural Bihar, Rajasthan, Madhya Pradesh, 
Uttar Pradesh and Orissa. At the all-India 
level, about 40 per cent of rural children and 
74 per cent of urban children were attending 
school. The figures in Table I for children 
aged 5 to 9 are even more appalling. In eight 


states, attendance rates for mral girls in this 
age group were less than 5 per cent! 

In this paper, we have used the attendance 
data for 5 to 14 year olds for further analysis. 
However, even the attendance rates calculated 
for 5-14 year olds may be an over-estimate 
in some cases. Data from village studies in 
Uttar Prade.sh,forexample,sugge.stthat actual 
attendance is much lower. In 1993 in 
Palanpur, for instance, Drc/c and Saran 
(1995) fougd that reported female enrol¬ 
ment was 20 per cent whereas observed 
or actual female school attendance was only 
4 per cent. 

To get an idea of the scale of the problem, 
we have estimated the number of children 
not attending school in 1995 in different 
states using the 1987-88 attendance rates for 
5-14 year olds and population projections 
for the 6-11 age cohort in 1995 (Table 4).' 
The figures arc staggering. A total of around 
36 million boys and 42 million girls are 
estimated to be out of school in 1995 in the 
country. In Uttar Pradesh alone, 8.7 million 
boys and 9.2 million girls arc out of school. 
Over a million girls are not attending school 
in the rural areas of Andhra Pradesh, Bihar, 
Gujarat, Karnataka. Madhya Pradesh, 
Maharashtra, Orissa. Rajasthan, Tamil Nadu 
and West Bengal. 

The quality of a vai lable schooling facilities 
is al.so deplorable. The Fifth All-India 
Educational Survey conducted in 1986 found 
that 28 per cent of primary schools in the 
country were single-teacher schools and 
another 32 per cent had two teachers each 
INCERT1992]. In some stateslike Rajasthan, 
50 per cent of schools were reported to be 
single-teacher schools. According to a report 
prepared by the ministry of education in 
1985 “many schools remain without an> 
teacher for varying periods of time" [cited 
in Weiner 1991:92]. 'fhe same report notes 
that 40 per cent of primary schools did nol 
have a pucca building and 9 per cent had 
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'^i^oaitdiag at all. Ftirther, 40 per cent of 
fdftaoU had no blackboards, 70 per cent had 
TO library facilities. 60 per cent had no 
drinking water and 89 per cent lacked toilet 
facilities (ibid).* 

India also has more child labourers than 
any other country. The estimates of the 
number of working children range from 13 
millionrCensusof India 1981J. to 44 million 
(Operation.s Research Group. 1983), to a 100 
million according to some voluntary 
organisations.'' 

This is the context in which we must 
consider long-run trends and more recent, 
structural adju.stment-induccd, changes in 
expenditure on education in India. 

Ill 

Stractural Adijiuitment Programmes 
and Education 

There is now a large literature that 
documents the consequences of stabilisation 
and structural adjustment programmes on 
the economies and peoples of developing 
countries in all parts of the world, and shows 
unambiguously that the poor .suffer in the 
process of structural adjustment."* 
Expenditure reduction, which is a part of an 
orthodox stabilisation package, usually 
results in reduced spending on education, 
health, social welfare and programmes that 
directly benefit low-incomc groups in the 
economy. 

There are two recent papers that document 
the effects of structural adjustment on 
education. A World Bank review ot the 
literature on education and adjustment states 
that "evidence of reductions in public 
expendituresduring adjustment is pervasive” 
[Noss 1991]. Adjustment is as.sociatcd with 
declines in all education indicators: in public 
education financing, in gross primary 
enrolment rates in student-teacher ratios and 
in the growth of teachers IKakwani el al 
1990. cited in Noss 1991). Pauline Rose 
looks al the experience of 8h countries 
(including countries that did not receive any 
adjustment lendi ng) and finds that “there has 
been a slowdown in the increase in female 
enrolment rates at the combined first and 
second level in countries that have agreed 
to World Bankadju.stincntopcration.s” [Rose 
1995]. For a sub.sct of 59 countries, time 
series analysis showed that while female 
enrolment increased in the I970.s with one 
exception (Guyana), in the 1980s, female 
enrolment declined in 16 countries, of which 
15 were 'adjusting' countries (ibid). 

ExPENDirURE ON EDUCATION LoNC.-RUN 

Trends and Chanogs in the Nineties 

There arc some notable general features 
of education expendilurein India. First, since 
education is on the concurrent list, both 
central and state governments are responsible 
for education. However, the centre accounts 
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for only a small proportion of total 
expenditure: in 1992-93, for example, the 
coitre accounted for 11 per cent of total 
expenditure. Secondly, education 
expenditure is predominantly on the revenue 
account, that is, the main component is 
recurrent expenditure; in 1 992-93, only i per 
cent of expenditure was from the capital 
account (for states and centre combined). 
Thirdly, the bulk of education expenditure 
is on the non-plan account. Taking 
expenditure oh elementary education, in 
1991-92, around 12 per cent of total 
expenditure was plan expenditure. 

Public expenditureon education has grown 
at a positive rate over the last 40 years: 
between 1950-51 and 1989-90, expenditure 
per pupil grew at 1.9 per cent per annum in 
real terms [Tilak 1995]." However, 
expenditure on education remains grossly 


inadequate and is edso very low (botii in 
absolute terms and as a proportion of GDP) 
as compared to other developed and 
developing countries.” Data in the Human 
Development Report J994 show that India 
ranked 82nd out of 116 countries in terms 
of the proportion of public expenditure on 
education to GNP. And, in terms of the share 
of education in public expenditure, India 
ranked 68th out of 89 countries [Dreze and 
Sen 1995J. In 1990-91, public expenditure 
on elementary education was only 1.8 per 
cent of GDP fTilak 1995], 

Turning to the more recent period, real 
expenditure on education by the central 
government declined sharply between 1990 
and 1992 (Table 5). Outlays increased in real 
terms in 1993-94." Per capita expenditure 
declined from Rs 7 in 1989-90 to Rs 6.32 
in 1992-93 [Jalan and Subbarao 1995). 


Tabu- I : Proportion of Ciiiutren Attendino .Sciiooi.. Aoed 5-9 Years, 1987-88 


Stale 


Rural 



Urban 


Rural -F Urban 


Male 

Female 

Total 

Male 

Female 

Total 

Andhra Pradesh 

63.30 

45.20 

54.23 

79.70 

72.80 

76.31 

61.98 

Assam 

48.60 

47.80 

48.23 

72.60 

66.10 

69.70 

51.90 

Bihar 

18.80 

10 60 

18.80 

53.70 

45.80 

50.1.3 

28.43 

[)elhi 

36.00 

0.00 

18.58 

84.40 

81.10 

82 84 

76.11 

Guiarai 

63.10 

52.40 

.57.89 

72.00 

74.90 

73.35 

6.3.88 

Haryana 

3.60 

2.40 

.?.04 

81.80 

71.00 

77.11 

22.60 

Himachal Pradesh 

0.00 

0.00 

O.tX) 

90.30 

82.40 

87.04 

10.36 

Jammu and Kashmir 

0.90 

I.IO 

I.Ofl 

73.50 

67.00 

70.27 

17 67 

Karnataka 

57 .(M) 

5060 

5.3.82 

70.20 

69.50 

69.84 

59.91 

Kerala 

86 90 

82 80 

84.81 

93.40 

92..50 

92.95 

86.87 

Madhya Pradesh 

33.00 

I7(K) 

25.28 

71.30 

64.50 

67.97 

.36 56 

Maharashtra 

64.00 

54.40 

59.42 

79 70 

76,60 

78.18 

67,5.3 

Orissa 

2.70 

2.10 

2.41 

75.80 

66.60 

71.13 

17.14 

Punjab 

4.00 

3 40 

.3 72 

83.30 

80.70 

82.04 

.33.51 

Raj.Tsthan 

6.(X) 

2.70 

4.49 

68.30 

,54.70 

62.08 

20.57 

Tamil Nadu 

39.70 

34.30 

37.03 

90 40 

86.00 

88.26 

60.90 

Uttar Prnde.sh 

5 70 

3..50 

4.70 

58.90 

49.40 

54 37 

17.83 

West Bengal 

,34.30 

3.3.10 

33.73 

64.40 

61.60 

63.03 

41.81 

All-India 

27.60 

23.50 

25.65 

72 60 

67.70 

70.24 

38.85 


Soune: National .Sample Survey Organi.sation. 1992. 


Tabu 2 Proporiton of Ciiii.drf>i Attenoino .Sciiooi., Aoed i()-14 Years, 1987-88 


Stale 


Rural 



Urban 


Rural + Urban 

Male 

Female 

Total 

Male 

Female 

Total 

Andhra Pradesh 

57.00 

30.90 

44.29 

79.30 

66.20 

72,62 

54.55 

Assam 

76.10 

70.90 

73.79 

90.50 

84.30 

87.85 

76.56 

Bihar 

54.60 

28.70 

54.60 

75.00 

64.00 

70.06 

59.57 

lyclhi 

96.00 

86.10 

92.25 

89.80 

84.20 

87.11 

87.67 

Gujarat 

76.50 

52.20 

65..39 

82.10 

76.10 

79.32 

71.32 

Haryana 

81.80 

51.60 

68.28 

85.10 

78.70 

82.38 

71.96 

Himachal Pradesh 

92..50 

7.3.00 

83 07 

9.3.30 

95.10 

94.08 

84.68 

Jammu and Kashmir 

77.50 

45.80 

61.58 

80.70 

74.60 

77.93 

65.80 

Karnataka 

65.00 

4.5..50 

55,31 

78.00 

7.3.00 

75.55 

63.27 

Kerala 

93.30 

91.20 

92.31 

93.40 

94.30 

93.83 

92.69 

Madhya Pradesh 

31.60 

29.90 

30.85 

88.30 

76.80 

83.10 

46,07 

Maharashtra 

79.40 

55.70 

68.55 

90.00 

83.50 

86.91 

76.72 

Orissa 

61.20 

38.90 

49.94 

81.80 

71.20 

77.07 

56.26 

Punjab 

72.10 

59.30 

66.25 

83.10 

81..30 

82.24 

72.02 

Rajasthaii 

69.60 

19.20 

47.01 

83.20 

55.20 

70.00 

53.71 

Tamil Nadu 

70.70 

48.70 

59.97 

78.60 

69.70 

74.21 

66.70 

Uttar Pradesh 

63.80 

30.70 

49.24 

71.30 

60.80 

66.50 

54.10 

West Bengal 

64,30 

52.80 

.58.81 

79.60 

74.50 

77.20 

64.58 

All-India 

67.00 

42.30 

55.59 

81.30 

72.40 

77.11 

62.38 


Source: National Sample Survey Organisation, 1992. 
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&tce a large part of the expenditure on 
education comes from state budgets, a 
complete picture of changes in spending on 
the social sectors requires that state-level 
expenditures also be taken into account. 
In absolute terms, between 1974-77 and 
1989-92, real per capita expenditure by 
states on social sectors increased, on average, 
from Rs 281 to Rs 578 (at 1982-83 prices) 
for 17 major states [Prabhu and Chatteijec 
1993]. TTic rate of increase, however, 
decelerated from 1985-86 to 1991 -92 (ibid). 
Further, a very small share (around 10 per 
cent in 1991-92) of state-level expenditures 
on the social sectors was on capital 
expenditures.'^ 

Gupta and Sarkar (1994) examine 
expenditures u nder the broad head of “human 
resource development” for all states 
combined. They show that the share of this 
expenditure going to "education, sports, art 
and culture” has declined on both capital and 
revenue accounts in the early 1990s (Table 
6). Further, per capita expenditure on 
education for all states combined declined 
from Rs 84.52 in 1989-90 to Rs 80.05 in 
1992-93 fJalan and Subbarao 1995]. 

Table 7 documents the changes in 
expenditure on elementary education in the 
last tew years at the state level. A quick 
glance at the data shows that the overall trend 
was one of stagnation. In real terms, 
expenditures declined in sevenstatc.s between 
1991 and I992andin 10 states between 1992 
and 1993. Note also that if in this period 
population grew at 2.15 per cent per annum 
(the growth rate between 1981 and 1991), 
growth rate.s of expenditure per capita would 
be much lower than the Ogures reported 
helow. 

The effects of the recent decline in 
expenditure can be observed by the “decline 
in the absolute nu/n6er of teachers in primary 
and upper-primary schools between 1991- 
92 and 1992-93” |Dreze and Sen 1995:123, 
emphasis in original]. The brunt of the job 
losses was borne by women: there was al most 
no change in the number of male teachers. 
As Dreze and Sen argue, “there could hardly 
be a more inappropriate response to the 
current failures of basic education in India” 
(ibid). 

IV 

Existing Inter-State Inequalities in 
Enrolments and Investment 
Requirements 

The National Policy on Education (NPE) 
1986 states the need for “an unqualified 
priority to universalisation of elementary 
education...universal enrolment...and 
universal retention of children up to 14 years 
of age” (Ministry of Human Resource 
Development 1989]. The Report goes on to 
state that “neither normal linear expansion 


nor the existing pace and nature of 
improvement can meet the needs of the 
situation”. The NPE called for an investment 
of 6 per cent of national income or GDP in 
education during the Eighth Five-Year 
Plan. The share of elementary education in 
this target investment is, however, not 
specified. 

India has also ratified the UN Convention 
on the Rights of the Child, which clearly 
states that signatories "recognise the right of 
the child to education, and with a view to 


achieving this right progressively and on the ^ 
basis of equal opportunity, they shall, in 
particular, make primary education 
compulsory and free to all" (Article 28)." 

In this paper, we c;.timate the costs of 
schooling of ail children in the age group 
6-11 years. These estimates are referred to 
as investment requirements. The attempt here 
is not to present final figures on investment 
requirements for primary education. There 
are aspects of education investment that are 
not .taken into consideration here at all; ; 


Table 3: Proportion op Children Aitenoino School, Aoiai .S-14 Ylar.s, 1987-88 


State 


Rural 



Urban 


Rural 4- Urban 

Male 

Female 

Total 

Male 

Female 

Total 

Andhra Pradesh 

60.36 

38.73 

49.66 

79.51 

69.6.3 

74.57 

.58..54 

Assam 

62 38 

58.97 

60.84 

82.36 

75.69 

79.45 

64.27 

Bihar 

34.90 

19.77 

34.90 

63.66 

54.25 

.59.42 

42,60 

Delhi 

69.70 

39.14 

56.57 

87.12 

82.69 

85.01 

81.99 

Gujarat 

69.63 

.52.31 

61 44 

77.21 

75.51 

76.42 

67.5.3 

Haryana 

43.19 

26.43 

35.54 

83 45 

74.77 

79.72 

47.15 

Himaphal Pradesh 

47.51 

37.28 

42.55 

91,99 

89,79 

91 06 

49 01 

Jammu and Kashmir 

37.93 

22.84 

.30.38 

77.30 

70 69 

74.16 

41.28 

Karnataka 

60.92 

48.10 

54.55 

74.22 

71.23 

72 72 

61..58 

Kerala 

90.43 

87.09 

88.80 

93.40 

93.4.3 

9.3 41 

89,96 

Madhya Pradesh 

32.33 

22.60 

27.82 

79 94 

70,29 

75.39 

41 00 

Maharashtra 

71.65 

55.02 

6.3.87 

84.92 

80 (K) 

82.54 

72.06 

Orissa 

29.90 

20.01 

25.02 

78.99 

68 76 

74 12 

.35 98 

Punjab 

38.35 

31.25 

35.08 

8.3.20 

80 99 

82.14 

52.52 

Rajasthan 

35..50 

10.20 

24.04 

75.28 

54.94 

65.84 

.3.5,95 

Tamil Nadu 

55.27 

41.43 

48.47 

84 48 

77.71 

81 16 

6t8l 

Uttar Pradesh 

32.92 

15.87 

25.30 

65.02 

54.80 

60.24 

34 81 

West Bengal 

48.12 

42 15 

45.27 

72.22 

68.01 

70.20 

52..59 

All-India 

46.47 

32.25 

39.80 

76 96 

’70.(K) 

73 64 

.50.14 


Note: At(endanccratc$inthcNSSsurveyiesults(rorsourcesecTablcs I and 2) have been reported 
for age-groups .S-9 and 10-14. Attendance rates fur age-group .S-14 are weighted averages of 
the attendance rales for age-groups 5-9 and 10-14. 


Tabie 4: Number of Children, Aged 6-11, Not ArrENoiNn .School, 1995 


Slate 

Ruial_ 


Urban 

Total 


Male 

Female 

Male 

Female 

Andhra Pradesh 

1.7.34,359 

2,636,282 

333,100 

494,612 

5,198,352 

Assam 

764,482 

802.621 

41.478 

56.232 

1,664,814 

Bihar 

5,03.3,684 

5,297,293 

397,705 

457,400 

11,186,083 

Delhi 

.34,522 

.58,512 

92,831 

115,171 

.301,0.36 

Gujarat 

752,844 

1,072,258 

278..56.3 

275.5.35 

2,379,200 

Haryana 

721,782 

798.670 . 

60,0'J2 

8.5.104 

1.665.649 

Himachal Pradesh 

218,051 

252,7.33 

2,651 

3..323 

476.759 

Jammu and Kashmir 

344,345 

397,700 

36,088 

44,332 

822,465 

Karnataka ' 

1.085,882 

1,471,507 

308,680 

.346.145 

3,212,214 

Kerala 

14.3,621 

191,309 

40,015 

39,378 

414,322 

Madhya Pradesh 

3.278.272 

3.549,820 

281,731 

404,268 

7,514,091 

Maharashtra 

1.264.279 

1,935..309 

387,208 

511,451 

4,098.247 

Orissa 

1,713,962 

1,947,212 

79,980 

116.994 

.3.858,149 

Punjab 

746.031 

728.877 

82.57.3 

84..540 

1.642,021 

Rajasthan 

2,239.368 

2.79.3,8! 8 

238,677 

408,194 

5.680.057 

Tamil Nadu 

1,261,996 

1,60.3,218 

226,549 

319,838 

3,411.601 

Uttar Pradesh 

7,812,295 

8,129,294 

936,955 

1,111,1.59 

17.989.702 

West Bengal 

2,441,236 

2,636,151 

393,384 

440,141 

5.910.913 

Total (18 states) 

31,591,011 

36.302.584 

4.218,260 

5,313,817 

77.425,675 

All India 

31,640,908 

36,779.818 

4,339,682 

5,431.(H)4 

78,191.413 


Notes: foestimatethepopulationofchildrenagedb-l I in 1995. statcwisc population growth rales 
(based on Census of India) fur the penod 1981 -91 have been used. For Jammu and Kashmir, 
all-India population growth rates have been used. For Assam, base year population was 
from 1971 and this was projected to 1995 using all-India population growth rates. 
Attendance rales used are as in Table 3. 

Source: Census of India 1981 (1988), Part IV-A, Social and Cultural Tables, Tables C-l toC-6.by 
P Padmanabha, Registrar General and Census Commissioner, India. 
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incentive schemes and schemes for school 
lunches and other similar expenditure, for 
example, are not considered. The paper 
proposes a methodology for the calculation 
ofbasicinvestment requirements and presents 
flgures on the orders of magnitude of 
investment based on that methodology in the 
reference year. 

Methodology 

Colclough and Lewin (1993) have 
proposed a methodology for calculating 
investment requirements to finance universal 
education. Colclough and Lewin’s method 
involves a three-step estimation - first, the 
calculation of flows of students through each 
grade; second, the calculation of the unit cost 
of schooling; and, third, by combining the 
two, the calculation of investment 
requirements. To use the Colclough and 
Lewin methodology for calculation of number 
of children in each grade, wc require data 
on parameters like [Kipulatior. of children of 
school-going age, proportion of children who 
enter first year of primary .school at the age 
of six, rates of repetition, promotion and 
drop-out fur each grade, number of students 
per class and student-teacher ratios. To 
calculate the unit cost of schooling, we 
require, data on factors contributing to 
costs like building, salaries and operating 
expenses. 

Detailed and reliable data on all the 
parameters required for calculation ul ITow 
of children in each grade are not available 
in India. In the absence of the required data. 
Ramachandran (1996) modified the 
Colclough and l.x:win method to calculate 


TaRI£ a. CeNTRAI, GoVtRNMSNT Pi AN Ollll AY 
ON EDUCAnON 



Actual 
(Rs Million) 

Constant Prices 
(1980-81 Prices) 


Rs Million 

Index 

1989-90 

648.S 

3194 

100 

1990-91 

6772 

3010 

94 2 

1991-92 

74.S4 

2923 

91 5 

1992-9.t 

8412 

2983 

93 4 

1993-94 

11069 

3689.6 

II.S.I 

I994-9.S(BE) 13176 

3875.3 

121 3 


Note: Actual values arc deflated with ihc 

GDP deflator. 


Sourre: Government of India, Expenditure 
Budget, different years. 


investment requirements for universal 
education in West Bengal. This alternative 
method used attendance rates to estimate the 
number of children in the age-cohort 6-11 
who are attending school and who are not 
attending school. Norms for unit recurrent 
costs, unit capital costs for new schools and 
unit capital co.sts tor improvement of existing 
schools were identified and used to calculate 
recurrent costs and capital requirements for 
universal primary education. Yearly 
investment requirements were then calculated 
assuming the target of universalisation was 
to be achieved in the next five years. The 
norm for unit co.sts u.sed by Ramachandran 
(1996) are based on an interview and 
sub.scqucnt discussions wi th the minister for 
school education, government of West 
Bengal, in which major heads of investment 
and school-operating expenses were 
identified. He prepared an estimate of costs 
for establishing a school of 15b children 
(Table 8). 

We have applied this methodology to 
calculate investment requirements for 17 
stales of India. As far as we arc aware, this 
is the first exercise that calculates state-wise 
investment requirements for universal 
primary education in India using data on unit 
co.sts of .schooling (that is, using norms as 
opposed to past expenditure) and data on 
attendance other than the official enrolment 
data "’'rhcc.slimatcspre.scntedofexpenditure 
required arc based on the unit capital costs 
of Rs 2,500 lor all children nut attending 
school (from Tihle 8). For the children who 
are attending school, wc assume that 50 per 
cent ot the unit capital cost is needed to 
improve the existing school infrastructure. 
Unit recurrent costs (as shown in Table 8) 
arc a.s.sumed to be the same for all children. 
NSS data on schmii attendance for 1987-88 
arc u.sed along with population projections 
loi 1995 to e.siimate the number of children 
in the 6-11 age-group who are attending/not 
attending school. 

Il is to he noted that the estimates obtained 
by the present method can be improved. 
Owing to limitations of data, we have not 
been able to incorporate factors like current 
utilisation of resources, existing teacher-pupil 
gap, di.strihution of villages according to 
number of children out of school, etc. Use 
of the.se parameters would have improved 


Table 6. PERCiNrAca; Share oh Human Resource Development Expenditure Almk’ated to 
Education. Sports. Art and Out ture. All States, 1989-90 to 1992-93 



Plan Expenditure 

Non-Plan Expenditure 

Total 

Revenue 

Account 

Capital 

Account 

Revenue 

Account 

Capital 

Account 

1989-90 

14 

2,2 

24 6 

0.10 

1.6 

1990-91 

9 

2 1 

24.7 

0.03 

1.5 

1991-92 

10 

1.9 

22.9 

0.08 

1.4 

1992-93 

11.9 

2.0 

22.4 

0.07 

1.5 


Sourt e: Gupta and Sorkar (1994), Table 5. 


the estimates. Further, using separate norms 
for each state will give different estimates. 
Again, owing to the lack of data (as for 
example, on building costs indifferent states), 
we have applied the norm for West Bengal 
to all the other states.'^ 

Our results on investment requirements 
for 17 major states and for all-India are 
presented in Table 9. The Table gives 
statewise estimates of expenditure needed 
for the first five years to school all 6-11 year 
olds. Columns 3 and 4 of the Table show 
the total expenditure as a proportion of current 
expenditure on elementary education and 
State Domestic Product (SDP) respectively. 
Column 6 shows the additional expenditure 
as a proportion of SDP. These figures tell 
us by how much current expenditure needs 
to be scaled up and the commitment to be 
made in terms of SDP. 

The figures clearly show that very high 
levels of investment need to be made to 
achieve the target of universalisation of 
primary education. Andhra Pradesh, for 
example, needs to spend Rs 2,324 crore 
yearly if all 6-11 year olds in the state are 
to be in primary school. For Delhi, a smaller 
state, and one where current attendance is 
high, the estimated yearly expenditure is Rs 
301 crore. 

Turning from absolute figures to the 
commitment in terms of SDP (column 6). 
the only state that seems to have come close 
to meeting the estimated expenditure 
requirement is Kerala, where the additional 
expenditure is only 0.6 per cent of SDP. In 
all other states the additional expenditure 
required is a high proportion of SDP. Bihar 
and Uttar Pradesh are worst olTin this respect; 
in Bihar the additional expenditure amounts 
to 5.7 per cent of SDP. 

In terms of the total investment on primary 
education as a percentage of SDP (column 
4), the commitment required is less than 4 
per cent of SDP in the states of Delhi, Punjab, 
Kerala, Maharashtra, Haryana, Tamil Nadu 
and Gujarat.'* Next come states that need to 
commit between 4 and 5 per cent of SDP. 
These include Karnataka, Andhra Pradesh 
and West Bengal. Finally, there are the 
laggard states; Jammu and Kashmir, Orissa, 
Raja.sthan, Uttar Pradesh, Madhya Pradesh 
and Bihar. Not surprisingly, these states have 
to make a huge investment effort (more than 
5 per cent of SDP) in order to establish the 
basic infrastructural requirements for 
universal primary schooling. Bihar, in 
particular, needs to make an annual 
investment of the order of 8 per cent of SDP. 

The all-India ligures (in the last row) 
provide a summary measure of the required 
financial commitment. Currently, around 1.2 
per cent of GDP is spent on elementary 
education. This study shows that expenditure 
needs to be more than doubled, and around 
3.1 per cent of GDP needs to be allocated 
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to primary education. This is a minimum 
requiremem if universal primary schooling 
is to be realised. 

V 

Concluding Renuirks 

The costs of getting every child in India 
into school in the next five years are large 
and vary across states, depending on current 
achievements. Resources alone cannot 
transform conditions without appropriate 
socio-political changes and commitments 
from governments, teachers and parents. At 
the same time, to make the policy of universal 
primary schooling meaningful, a financial 
commitment of the order of magnitude 
estimated in this paper - around 3 per cent 
of GDP - is required. 

Annexure 

A Note on Alternative Estimates op 
Investment Requirements for 
Primary Education 

In this annexure we shall comment on two 
alternative estimates of expenditure 
requirements for primary education, namely, 
the Reports of the Finance Commissions and 
Tilak and Kar (1994). The State Plan of 
Action on Univcrsalisation of Primary 
Education in West Bengal has also estimated 
investment requiremenls for the stateofWest 
Bengal (Government of West Bengal 1994]. 
These estimates have been discussed in 
Ramachandran (1996). 

Non-plan expenditure forms the bulk of 
expenditure on primary education. In 1991- 
92 the non-plan expenditure on elementary 
education was close to 92 per cent of the total 
expenditure on elementary education. The 
Finance Commissions recommend allocation 
of the non-plan expenditure of the central 
and the .state governments into different 
services. Estimation of the non-plan 
expenditure for primary education by the 
Finance Commissions is, thus, of great 
importance. Up to the Eighth Finance 
Commission, the recommendations were 
based on projections from past trends of 
expenditure on education. The projected 
estimates of allocation of resources for 
different services would occasionally be 
adjusted to meet other policy objectives like 
an emphasis on backward states, construction 
of additional schools, promotion of girls’ 
education, hloneof the Finance Commissions, 
including the Ninth and the Tenth Finance 
Commissions, estimated the expenditure 
required for universalisation of primary 
education. The Ninth Finance Commi.ssion 
attempted what they called a "normative” 
estimation of expenditure requirements for 
14 major states. This was done with the 
objective of ensuring “interstate equity in 
relation to central transfers”. Their approach 
was based on estimating unit cost functions 


foravariety ofendsincludinggeneral services 
(administrative expenditures of various 
kinds), social services (education and health 
services) and economic services. 

To identify the unit cost function for 
primary education, they estimated the 
following regression. 

X = a + b,E + b,T + b,S + b,P 

Where 

X is the expenditure on primary education 
per enrolled child 

E is the enrolment rate (ratio of number of 
children enrolled in primary schools to 
the population of children) 

T is the student teacher ratio in primary 
schools in different states (ratio of number 
of enrolled students to numberof teachers) 
S is the differences in the average salaries 
of primary school teachers across states 
P is the price differentials across states. 

This regression equation was estimated 
using data for 14 major states. Hiey used the 
data averaged over two periods, 1981-82 to 
1983-84 and 1984-85 to 1986-87. These 
data (28 observations) were pooled to estimate 
the parameters. From ihc estimated cost 
function, expenditure requirements were 
calculated for each state for 1986-87 using 
actual values of enrolment and average values 
for the other explanatory variables. The 
estimates of expenditures for the states as 
a whole for 1986-87 were then projected to 
the future using all-states growth rates of 


Table 8: Estimated Cafital and Rbcomient 
Costs for a Primary School tor 150 Children 
WITH Five Teachers, West Bengal, 1995 


Expendituie Head Cost (Rs) 


• Building 5,00.000 

• Sanitary provision and water 40,000 

• Furniture and blackboards .55,000 

• Mats, chalks, dusters 500 

• Teaching aids, recreational materials, 10,000 
playing materials, library facilities, 
teacher reference books, etc 

• Textbooks lO.tlOO 

• Teachers' salary (for 5 (eacheis) I,.54,740 

• Cost of teachers' training 26,190 

Total capital expenditure 5,75.000 

Unit capital cost 2.500 

• Maintenance (10 per cent of capital 

expenditure) 57,500 

Total recurrent expenditure 
(including maintenance) 2,58,950 

Unit recurrent expenditure I ..595 


Note: The statement from ihe office of the 
minister mentions that the costs involved 
in establishing a school, other than the 
cost of building, ore same in rural and' 
urban areas. As far as the building is 
concerned, a relatively cheaper option 
for urban areas is to hire buildings rather 
than construct them. This, the statement 
mentions, is a general practice in West 
Bengal. The rent for a building of five 
classrooms in West Bengal is about 
Rs 2.500 per month. 

Source: Offico of the Minister, Primary and 
Secondary Education, Government of 
West Bengal cited in Ramachandran 
(19961. 


Table 7: Changes in Statewise Plan and Non-Pi.an Expenditure, Revenue AtcouNT, on 
Elementary Education, 1991-95 


State 

Expenditure on Eiemcniary Education (ai 1980-81 Prices) 

1991-92 

1992-93 

1995-94 

Rs mill 

Index 

Rs mill 

Index 

Rs mill 

Index 

Andhra Pradesh 

1960.5 

100 

2147.2 

109 

2175.6 

no 

Arunachal Pradesh 

115.5 

100 

II4.I 

99 

124.5 

107 

Assam 

1212.6 

100 

1256.6 

103 

15.59.5 

no 

Bihar 

5102.3 

lot) 

3005.9 

97 

3163.9 

101 

Goa 

76.9 

100 

81.0 

105 

79.6 

103 

Gujarat 

2124.8 

too 

1992.4 

94 

2302 

108 

Hatyana 

617.2 

100 

685,7 

III 

674 

109 

Himachal PradesVi 

597.2 

100 

435,8 

109 

548.9 

158 

Jammu and Kashmir 

242.0 

100 

218.9 

90 

205.7 

85 

Karnataka 

1836.6 

100 

2123 3 

115 

2512.3 

118 

Kerala 

1606,7 

100 

1625.4 

101 

1786.6 

III 

Madhya Pradesh 

2318.1 

100 

25.37.4 

109 

2507 

108 

Maharashtra 

.5477.8 

100 

3598 

105 

3294.5 

95 

Manipur 

156.3 

lOU 

145.6 

107 

135.6 

99 

Meghalaya 

156.6 

lot) 

16.3.5 

104 

184 4 

118 

Mizoram 

109.2 

100 

110.8 

101 

103.7 

95 

Nagaland 

116.4 

100 

122,4 

105 

125.9 

108 

Orissa 

1227.7 

100 

1482.4 

121 

1360.5 

III 

Punjab 

660.8 

100 

744.9 

113 

792.6 

120 

Rajasthan 

1776.8 

100 

1862.9 

105 

1961.6 

no 

Sikkim 

59.8 

100 

61.9 

105 

58.7 

98 

Tamil Nadu 

2883.6 

100 

2617.9 

91 

2949.1 

102 

Tripura 

196.1 

100 

192.9 

98 

185.3 

95 

Uttar Pradesh 

4180 

100 

4307.3 

105 

4445.2 

106 

West Bengal 

1891.6 

100 

1787.4 

94 

1812.5 

96 


Note. Actual values weredeflatedwiththeCDPdeflator.andthenindexedtocxpenditurein 1991-92. 
Source: Ministry of Human Resource Development (1995). 
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expenditure on eiementary education. Since 
the expenditures were estimated from an 
average norm, as estimated by the regres¬ 
sion equation, estimates were higher than 
actual values for the low income states and 
lower than actual values for the high income 
statra. 

We feel this methodology is inadequate 
in many respects, as indicated below; 

First, despite (he introduction of a much 
more complicated methodology, the Ninth 
Finance Commission did not incorporate the 
most desired target in the education sector, 
namely, the universalisation of enrolment in 
primary schools. The Tenth Finance 
Commission also estimated the expenditure 
for education by projecting the actual 
expenditure in the past as was done prior to 
the Ninth Finance Commission. 

Secondly, the official data on enrolment 
are highly inflated. The unit expenditure in 
the past per enrolled child would thus be an 
underestimaieor»:tuat expenditure perchild. 
In the regression equation shown above 
enrolment appears in three variables, viz, the 
expenditure per enrolled child, enrolment 
rates and the teacher-pupil ratio. This is 
bound to bias the estimates. 

Thirdly, this approach uses unit cost 
functions based upon past expenditures on 
education. The Ninth Finance Commission 
report states that “(he normative 
expenditures...ha VC to be estimated at the 
justifiable cost of providing the existing 
standards of services”. In practice, however, 
the e.stimatcs aimed to provide the existing 
standards of services, known to he far from 


adequate at least as far as education is 
concerned. Thus, even without other data 
problems, using past expenditure as a proxy 
for cost cannot give anything more than 
estimates for existing standards of services. 

Another estimate of statewise expenditure 
requirements for universalisation of primary 
schooling has been made by Tilak and Kar. 
Tilak and Kar explicitly mention having 
followed the methodology of ‘normative 
estimation' developed by the Ninth Finance 
Commission. They have estimated the unit 
cost (expenditure) function separately for 
each state by using data for 12 years (1980- 
81 to 1991-92). They, however, have used 
only enrolment as the explanatory variable 
in the regression equation. The equation 
estimated by them is: 

In (C) = a+ bE*. 

where C and E* refer to unit expenditure and 
total enrolments, respectively, and In is the 
natural logarithm . 

For pr mary education they have taken the 
target of universal enrolment to be achieved 
by the year 2000 and calculated enrolment 
figures for the intermediate years by 
interpolation. Using these enrolment 
estimates (hey have calculated the expenditure 
requirements for each state in each year. 

Clearly, the Tilak and Kar method, contrary 
to their claim, is completely different from 
that of the Ninth Finance Commission. The 
norm as referred to by the Finance 
Commission was an average cost function 
introduced, a.s mentioned before, to ensure 
interstate equity in central transfers. All it 
docs is to calculate expenditure requirements 


for each state for providing the ‘average’ 
quality of services instead of the actual quality 
of services. Tilak and Kar, on the other hand, 
estimate statewise unitexpenditure functions. 
They use the estimated functions, which are 
nothing more than an approximationof actual 
values, as the norms for the co.st to be used 
with the projections for enrolment to calculate 
the expenditure requirements. Tilak and Kar 
have improved the methodology of the Ninth 
Finance Commission by introducing 
externally specified targets of eiirolmeni 
(universalisation by the year2000) to estimate 
theexpenditure requirements. They, however, 
have not made a lot of other neccs.sary changes 
in the methodology. This has led to various 
problems in their estimation. 

First, they have also used official data on 
enrolment, which are known to be highly 
inflated. This leads to an underestimation of 
the expenditure requirements. Also, 
enrolment and attendance arc two different 
things. While enrolment in primary classes 
refers to children (of all ages) studying in 
primary schools, attendance refers to the 
percentage of children in a specified age- 
group attending school. It is therefore 
conceptual ly inairrect to talk of a gap between 
universal attendance and presc.it enrolment. 
This would lead to further underestimation 
of expenditure. 

Secondly, Tilak and Kar also use 
expenditure as a proxy for unit cost. This, 
as wc mentioned earlier, is seriously flawed. 

Thirdly, the regression equation has not 
been correctly specified. If at all one is to 
calculate unit expenditure functions for the 
past, then factors like student-teacher ratio, 
density of population, salaries, etc, should 
be included as explanatory variables in the 
estimation of the expenditure function. The 
existing large teacher gap, for example, is 
an important variable in explaining low 
invc.stments in the past.'''Tilak and Kar have 
dropped all these variables from their equa¬ 
tion. Also, they have used absolute figures 
on enrolment (E*) as against enrolment rates 
(E) used by the Ninth Finance Commission.^ 

Notes 

[We are grateful to Abhijit Sen for his comments 
on the paper; our initial estimates of expenditure 
were revised following suggestions from him. We 
are grateful to A K Shiva Kumar who helped at 
every stage of work on the paper and to Jon Rohde 
for his comments on method. This paper was 
presented at a National Workshop on Regional 
Disparities, Guwohati. February 16-17.1996, and 
at seminars at the Centre for Economic Studies 
and Planning, Jawaharlal Nehru University, and 
UNICEF, New Delhi. We are grateful to seminar 
participants for their commems. Ramachandran 
is grateful for support from UNICEF.] 

I The most recent previous paper on resource 
requirements, and the only one of which we 
are aware with respect to the contemporary 
period, by Tilak and Kar (1994) has serious 
methodological flaws (see Annexute). 


Tabu. 9- InvIvSTMENT REOUiRbMRNrs Km Five Years for Universal Schooling of 
Children in the Aoe-Cohort6-I 1 


State 

Hi 

Yearly 
Investment 
Required (1) 
(Rs million) 
12) 

l/Exis(tng 
Expenditure 
(Per Cent) 

m 

l/SDP 
(Per Cent) 

14) 

Existing 
Expenditure/ 
SDP 1994-95 
(Per Cent) 

151 

Excess 

Expenditure/ 

SDP 

(Per Cent) 
161= 14-5] 

Andhra Pradesh 

23249 

325 

4.2 

1.3 

2.9 

Assam 

8611 

189 

5.2 

2.8 

2.4 

Bihar 

3.3018 

310 

■ 8.4 

2.7 

5.7 

Delhi 

3011 

301 

1 7 

06 

1.! 

Gujarat 

1.3609 

160 

3.5 

2.2 

!.3 

Haryana 

6039 

286 

2.8 

1 0 

18 

Jammu and Kashmir 2745 

445 

6.7 

1.5 

5.2 

Karnataka 

15.545 

164 

4.0 

2.4 

1.6 

Kerala 

7807 

122 

3.5 

2.9 

0.6 

Madhya Pradesh 

24313 

294 

5.4 

1 8 

3.5 

Maharashtra 

26.571 

269 

2.5 

0.9 

1.5 

Orissa 

11,329 

274 

6.1 

2.2 

3.9 

Punjab 

6.309 

234 

2.1 

0 9 

1.2 

Rajasthan 

16972 

258 

5.9 

2.3 

36 

Tamil Nadu 

16402 

155 

3,3 

2.1 

1.2 

Uttar Pradesh 

53144 

363 

6.5 

1.8 

4.7 

West Bengal 

2.3651 

403 

4.6 

l.l 

3.5 

India 

278098 

251 

.3.1 

1.2 

1.9 


Notes: Current expenditure on elementary education and SDP ore for 1994-95. Current expenditure 
fur 1994-95 has been estimated by projecting the 1993-94 expenditure figures using growth 
rates between 1992-93 and 1993-94, and with a constraint that expenditure cannot decline. 
SDPs for 1994-95 have been estimated by projecting SDPs for 1993-94 using the growth rate 
in GDP between 1993-94 and 1994-95. 
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2 Theielationbetweenunivenialeducaiion.niass 
literacy and foimiil schooling is discussed in 
some detail in Ramachandran (1996). 

3 The establishment of univetsal schooling 
requites, among other things, basic land 
reforms and public action against gender 
and caste discrimination. 

4 See Oreze and Sen (1995) and Colclough 
and Lewin (1993). 

5 On the lack of educational achievements 
among women and girls of the scheduled 
tribes, see National Commission for Women 
(1994). 

6 We have used data on the proportion of 
children attending school from the NSS 
quienquennial survey of employment and 
unemployment, 1987-88. The data show 
the activity status of persons in different, 
age groups. We have identified school 
attendance from the activity category 91 
which is defined as persons attending 
educational institutions. 

7 The data on population of children in the 
age cohort 6-11 have been taken from the 
Census of India, 1981 and projected using 
1981-91 growth rates for the respective 
states to 1995. For Assam, 1971 data were 
used as the baseline for the projections. For 
both Jammu and Kashmir and Assam, 
population projections were made using 
all-India population growth rates. 

8 See also Dreze and Saran (1993) on the 
vandalisation of school buildings in 
Palanpur, Uttar Pradesh. 

9 The last figure is given by Swami Agni vesh, 
who has been leading a struggle for the 
abolition of child labour. 

10 See, for example, Chomsky (1993). 
Chossudovsky (1992), Commonwealth 
Secretariat (1989), Cornia et al (1987), 
Ramachandran and Swaminathan (1993) 
and Taylor (1988). 

11 We assume that these estimates are based 
on official data on enrolment. They do not, 
of course, take into account the children 
who are not enrolled. 

12 See Dreze and Sen (1995) and Tilak (1994). 

13 Unlike in other developing countries, 
cutbacks in social sector spending have to 
some extent been reversed in India under 
popular pressure and oppositional politics. 

14 In another paper. Secta Prabhu (1994) 
shows that, first, the share of total 
expenditure allocated to development 
purposes by all states combined declined 
between 1990-91 and 1993-94 (Prabhu 
1994). Secondly, over the last three years, 
there was a reduction in the share of social 
services in the total development 
expenditure of states. Thirdly, the financial 
position of many states is precarious and 
with a decline in the transfer of resources 
from centre to states in 1994-95, only a 
further decline in state-level development 
expenditures (including expenditures on 
social sectors) is possible. 

15 Cited in UNICEF (1994). 

16 There have been some earlier attempts to 
- estimate the requirement of investment for 

primary education. These estimate* 
generally used past unit expenditure as a 
norm for cost and official data on enrolment. 
Problems associated with these estimates 
are discussed in the Annexure. 

17 A recent estimate for rural Maharashtra 


suggests that the norms estimated here 
maybe a reasonable approximation for other 
states. At 1996 prices, the unit capital cost 
for a rural primary school was estimated 
to be Rs 3,212 and the unit recurrent cost 
was estimated to be Rs 1,616 (Swaminathan 
et al 1996). 

18 Kerala falls in this category because of low 
SDP and not due to low attendance. The 
correct indices to look at for Kerala are 
investment requirement as a proportion of 
existing expenditure ond additional 
investment requirement as a proportion of 
SDP. As columns 3 and 6 of Table 9 show, 
Kerala has a much easier road ahead. 

19 Relatively laige increases in teacher salaries 
accounted for the increase in expenditure 
on education during the 1980s (Dreze and 
Sen 1995). 

20 Given that the equation has been specified 
in the semi-tog form, the estimated values 
of coefficients of enrolment are very small. 
The results, as reported by them, present 
the values of coefficients only up to four 
decimal places. Many of these coefficients, 
up to four decimal points, are zero. Thus, 
from the published report, it is difficult to 
comment on the accuracy of the estimates. 
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Puppets on the Periphery 

Women and Social Reform in 19th Century Gujarati Society 

Usha Thakkar 

A libel case was filed by Jadunathji Maharaj, a leader of the Vallabhacharya sect, in 1861 against the social 
reformer Karsandas Muljifor alleging that the Maharaj practised immoral behaviour towards women of the sect. 
The arguments mobilised by the contending parties, and the judgment passed, reveal, despite their differences 
in interpretation of sacred Hindu texts, a common concern with the moral prescriptions of Hindu religious tradition 
for man-woman sexual relationship. Nowhere are women, an equally important segment to be affected by the 
practice, seen articulating their position. Instead the reformist discourse recasts the amorous image of the woman 
in the Vallabhacharya tradition into virtuous, duty-abiding wife whose sexuality continues to be controlled by 
patriarchal familial norms. 


THE libel case of the year 1862 is an 
extraordinarily sensational and important 
case, which reveals the complex elements 
underlying the social structure,, and the 
tensions generated by efforts tochange them. 
A Britisher in 1897 calls it “the greatest trial 
of modem times since the trial of Warren 
Hastings”.' The setting of this case was in 
Bombay, the emerging centre of education 
and commerce in tho.se times and the parties 
involved were a religious leader and a social 
reformer, each .supported by some sections 
of the society. 

The libel case was filed in the Bombay 
Supreme Court by Jadunathji Maharaj, one 
of the leaders of the Vallabhacharya sect of 
the Vai.shnav religion on May i4, 1861 
against Karsandas Muiji, a social reformer 
and the editor of Satya Prakash (a weekly 
newspaper in Gujarati) and Nanabhai 
Rustomji Ranina, the printer of the paper for 
defaming Jadunathji Maharaj in a new.spaper 
aiticle published on October 21, I860. The 
trial of the ca.se in the Supreme Court was 
before a full court consisting of the Chief 
Justice Sir Mathew Sausse and .Sir Joseph 
Amould. The case commenced on January 
2S, 1862 and ended on March 4, 1862. 
Thirty-one witnesses were examined for the 
plaintiff and thirty-three for the defendant. 
The judgment was given on April 22, 1862 
in favour of the defendant.' 

An exploration of this fa.scinating trial 
yields a rich insight for understanding of the 
forces moulding and changing the Gujarati 
stKiety. Though the case has direct bearings 
on the lives of women, women are absent 
in decision-making. The discourse is .set by 
forces of religion, tradition, and their 
interpretations presented by scholars and 
lefoimcrs, leaving women silent. 

Sangari and V aid point to “a hidden history 
swept under the liberal carpet of reforms and 
a redescription of women". They 
convincingly argue that middle clatis reforms 
undertaken on behalf of women are tied up 
with the self-definition of the class, with a 
new division of the public from the private 


sphere and with a cultural nationalism. The 
new elite sought to impose a conception of 
womanhood that was a blend of Victorian 
and high caste brahmanical ideology.' This 
paper extends this argument to the role of 
Karsandas Muiji to bring reforms in the 19th 
century Gujarati society and to the image of 
the ideal woman emerging from his stand 
and writings. It is an attempt to show that 
the surfacing discourse of reform is limited, 
reconfirming the patriarchal norms of the 
society and the traditional image of the 
woman. Reform is construed in the context 
of Hindu religion and its approved practices, 
even the .sexuality of women gets defined in 
the framework provided by its old texts. 
Hindu religion of the past assumes an 
authoritative position, its supremacy is 
questioned neither by reformers nor by the 
colonial court; rather the whole debate is 
centred around the meaning of religion as 
ordained in ancient texts and their 
interpretations and morality. Though the 
reform is directly related to the lives of 
women, women have no role cither in 
formulating the reform or visualising the 
changed society; they remain powerless 
persons on the periphery. Lata Mani in her 
analysis of the sati practice shows that women 
are neither subjects nor objects, but the ground 
for a complex and competing set of struggles 
over Indian society and definitions of 
tradition.* In this particular ca.se also women 
are neither subjects nor objects but the ground 
chosen by the leaders of a sect and stKial 
reformers to decide what is moral and what 
is religious practice. 

The first section of this paper gives a brief 
outline of tf.: libel case against the 
background of social reform, and Karsandas 
Mulji’s contribution. The second section 
probesinto Karsandas'sefforts forthe reform 
(related to the libel case) within the framework 
of religion, which forms the boundaries for 
the reformer and the court. The third section 
tries to trace vromen’s sexuality, the powerful 
undercurrent of the case, and the fourth 
section gives a portrayal of an ideal woman 


that emerges from Karsandas’s views and 
writings. 

I 

The advent of the British in India not only 
brought a new form of government, but also 
new knowledge, beliefs and values, 
institutions, technology, a modern 
bureaucracy and the development of 
communications. An intelligentsia, impressed 
with the ideology and achievements of the 
west, emerged as the torch-bearers of a new 
and modern society. The new elite that came 
up to take up the cudgels for social change 
were faced with the unprecedented challenge 
of harmonising the traditional with the 
progressive. The Indian society looked 
traditional, hierarchical, caste-based and 
oppressive for women; the west appeared to 
be progressive and resplendent with norms 
of reason.equality and liberalism. Combining 
the two was difficult, but the new elite had 
taken up this as a challenge. 

The reformers accepted liberal ideas, but 
this acceptance was only for some selected 
ones, and that too was subject to 
readjustments. The traditional patriarchal 
norms were so deep-rooted, and the 
acceptance of the sanctity of the Shastras 
(scriptures) so complete, that any reform 
could be conceived of only within the 
framework of such norms and sanctions. 
Efforts to understand the present were made 
in the context of the past; not only that but 
the focus on the future also carried the spirit 
ofthe past. The past emerged as the my.sterious 
congregation of traditions and customs, 
values and norms, realities and narrations, 
myths and mirages. The loose ends could be 
ti^ up with the thread of religion, which in 
turn was the sum total of the beliefs, 
ceremonies, rituals and an unswerving faith 
in the ancient texts and canons. 

Theeffortsfor social reform in the Gujarati 
society can be traced back to Dungaram 
Mahetaji (1809-1876), who advocated 
widow-remarriage and spread of education, 
and protested against superstitions and 
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uaMtachabllity. He was fioUowad tiy others 
like Narmadasbankar L 4 lshankar Dave 
(known as Nannad). a promlneot poet and 
writer, who in his later years revised his 
views on reform, Mabipatram Rupaiatn who 
was amongthefitstGitiantisto goto England, 
and Kaisandas Mulji whose crusade against 
the immoral practices of the religious priest 
challenged the traditional norms. The area 
oftheir activities was western India, especially 
Surat, Ahmedabad and Bombay. 

Bombay by the 19th century had acquired 
a distinct identity because of its social 
reformers and scholars.’ Essays by Narmad, 
Karsandas Muiji and others were read and 
discussed wkhenthusiasmin Buddhivardhak 
Sabha(establishedin 1851), such discussions 
stimulated thinking and led to the activities 
pertaining to social reform. The members of 
the newly educated class to which Karsandas 
MuIji belonged discovered to their distrres 
that the society which had bred them was 
far from being ideal. It was actually ridden 
with many evils such asdiscrimination against 
the deprived and the low ca-stes, and ill- 
treatment of women. They started having 
doubts about the validity of the accepted 
norms of social conduct which they felt were 
not supported by reason and the universal 
moral and human values. When Karsandas, 
at the age of 20, had said that “Reasoning 
of the human race is the ruler of customs 
and not vice versa”, he was voicing the 
feeling of many wnters and reformers of 
those times. 

Karsandas Mulji (1832-1871), a fearless 
journalist and atorch-bearer of social change, 
was associated with institutions and 
organisations such as the Elphinstone 
Institute, the Bombay Literary and Scientific 
Society, and the Buddhivardhak Hindu 
Sabha. He conveyed his ideas through his 
articles in Rmui Goflar (started in 18SI), 
Satya Praktuh (started in 18SS) and Stree 
Bodh (started in 1857). His association with 
social reformers, intellectuals, scholars and 
eminent citizens like John Wilson, Narmad, 
Sorabji Sapurji Bengali, Karsandas 
Madhavdas, and Bhau Daji confirmed his 
faith in what he was doing. He displayed a 
remarkable reformist temperament from an 
early age. His preparation at the age of 21 
to write an essay on widow remarriage had 
resulted in the loss of the only shelter he had 
at hts mother's aunt. Undt^erredby obstacles, 
helivedbyjiisconvictions. He fought against 
super5tition,evil social customs suchas child- 
marriage and immoral practices of the 
Maharajas and advocated widow-remarriage, 
propagation of education and foreign travel. 
He wrote books, edited newspapers and 
journals, and compiled the Gujarati-English 
dictionary. He was oneoftbeeariiest Gujaratis 
to travel to England. His crusade against the 
immord practices of the religious priests 
belonging to the Vallabhacharya sect was a 


ndlesioiK la the hiAi^ of reform of die 
Gujvati society.* 

Vallabhacharya. born as a Tatlinga 
brahman in the 1^ century and closely 
associated with places in north India like 
Varanasi andGokul propagated the workship 
of Balkrishna, the infant Krishna, which 
became popular in western India. His male 
descendwts are called the Mahangas and his 
sect is called the sect of Valldihacharya, or 
die sect of the Maharqjas or Pushti Marg 
(literally translated, 'the wayof enjoyment’). 
Vithaintth, Vallabhachatya’ssonandanable 
successorto the father, .strengthened the sect. 
He had seven sons, each of whom established 
his ‘gadi’ or (seat). Gokulnathji, the fourth 
son, became the most celebrated of them. 
The male descendants of Vithalnath started 
being regarded as religious heads and were 
called by different terms connoting respect 
like Maharaj, Gusainji, Vallabh Kuia, 
Acharya or Guru. At the time of the libel 
case there were 60-70 Maharajas dispersed 
throughout India, about 10 of them with 40- 
50,000 followers living in Bombay. Only 
two or three Maharajas had any knowledge 
of Sanskrit, the rest living in luxury and 
ignorance. The basis of their status in the 
sect was birth and not competence. The 
followers were assured of heavenly bliss for 
obeying the Maharaj and were also threatened 
of grave consequences such as birth for a 
thousand times as a dog, a serpent, an ape 
or an ass for failure to disobey the Maharaj. 
The followers, superstitious and scared, 
followed the Maharaj blindly.’ 

Themain authority of the sectistheSAagvar 
Purana (a text of century), especially its 10th 
book which describes the amorous spurts of 
Krishna with gopis, i e, the female cowherds. 
The sect does not preach suppression or 
deprivation, but pleases the god with pomp 
and abundance of flowers, food and items 
of luxury. As pointed out in The History of 
the Sect of the Maharajas, “Vallabhacharya 
taught that privation formed no part of 
sanctity, and that it was the duty of the 
teacher and hjs disciples to worship their 
deity not in nudity and hunger, but in costly 
apparel and choice food; not in solitude and 
mortification, but in the pleasure of society 
and the enjoyment of the world".' 

There are two important precepts of the 
sect, which have a direct relation with a woman 
devotee'slife.TherituaiofBniAma5amhan- 
dha (connection with the Supreme Being), 
where the worshipper consecrates his body, 
organs of sense, life and heart with the wife, 
family and property with the self.* Secondly, 
Gokuliwthji’s commentary asks the devotee 
to offo'to the Maharaj his wife before he him¬ 
self has ‘enjoyed’ her, his sons and daughters 
with his property. The devotee tidees a vow 
to offer his body, mind and property to the 
Maharq, and diis is implied to rmm wifi;, sons, 
daughters, self and all personal belongings." 


The Mahanij is worshipped along widi the 
idol. The idol is worshipped eight times a 
day at certain intervals, but there is no fixed 
time for the worship of the Mahartij. The 
Mtdiaraj is considered even higher than god, 
because it is accepted that if god is angry, 
the Guru can save, but if the Guru is angry, 
none can save. ’The devotees eat the dust on 
which the Mahany has walked, cat the food 
he has left, drink the water dripping from 
his clothes after his bath, chew pan-supari 
(leaf and betelnut) chewed and thrown out' 
by theMahartu,swing himoncertain festivals 
and invite him to their homes where he is 
treated lavishly. 

Women are taught to solicit favours from 
theMaharaj.Theydoitbyoffenngthemselves 
and their belongings, especially ornaments 
(which are often report^ to the husbands 
and elders as lost). Women consider 
themselves honoured in satisfying the lust 
and greed of the Maharaj. When a Maharaj 
isengaged in immoral relmions with a woman, 
it is not considered a sin. because it is takcre 
as god playing with himself. The Maharaj 
is called “the ocean of the amorous play”, 
“husband of many women”, and “the one 
whose sole aim is amorous sport with 
women”." He is seen as a personification 
of god. As Karsandas says, “I am aware thar 
the females of my sect believed the Maharajas 
to be incarnations of Krishna, and that as 
the gopis obtained salvation by falling in 
love with Krishna, our females were bent 
upon adulterous love towards the 
Maharajas”." 

The Maharaj plays the role of Krishna and 
women play the part of gopis, who are in 
love with Krishna at the Rasmandah 'carnal 
love meetings’ which are held privately in 
evenings where male devotees take their 
wives, and in the name of religion 
licentiousness is practised. This amorous act 
may be witnessed by other devotees on the 
payment of a fee. 

Reverend John Wilson confirms the picture 
of the Vallabhacharya sect as presented in 
some passages from the drama Pakhanda 
Dharma Khandan (Demolition of Heretiod 
Religion) (about 1639 AD): “Mutual dining, 
casual intercourse with females, night and 
day drinking, forming endtess alliances, are 
the surpassing beautiful customs of the 
persons whp have consecrated their souls to 
Shri Gokulesha”." 

The Maharajas are financially supported 
bythetrdevotees. The main continuous source 
of income is laga, or fixed tax almost on 
every article or commodity in which their 
devotees traded. The number of such taxes 
(called lagas) increased with the increase in 
die number of powerful Maharajas in the 
1840s and 1850s. The burden that fell on 
the Vaishnava traders amounted to R$ 
1,62,000 per year. Interestingly. this burden 
had to be shared by other non-Vaishnava 
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Hindus, Parsis and Christians who had 
business dealings with the traders from the 
Vailabhacharya sect.'* Occasions of birth, 
marriage and death also provide opportunities 
of income for the Maharajas. When the 
devotee is sick or on death b^, the Maharaj 
puts his foot on the chest of the dying person 
to free him from sin, and receives money in 
return. The Maharajas also undertake the 
settlement of caste disputes; they are usually 
solicited to be arbitrators in cases where the 
ri^t of property is contested. They subtly 
contrive the cases so that very little of it 
comes into possession of the litigants." It 
seems that the Maharajas had the caste mem¬ 
bers, especially the elite, under their hold.'* 

The followers of the sect were from rich 
merchants, bankers and farmers from 
Bombay .Cutch, Kathiawad and central India. 
The Maharajas had a large following in 
various Gujarati castes and communities, 
chiefly the hhatia, the bania and the lohana 
castes, primarily involved in trade and 
commerce in Bombay. Karsandas, the 
defendant in the case, belonged to the kapol 
bania caste. The focus in the case however 
was on the immoral practices oflhc Maharaja 
and the bhatia devotees. (There are, however, 
some references to the women devotees of 
the bania ca.ste also). The bhatias have been 
an enterprising comhiuniiy involved in trade 
and business mainly in Gujarat and Bombay. 
They came under the influence of the 
Vailabhacharya sect in the 16th century." 

Knowledge about the corrupt and immoral 
practices prevalent among the Maharajas 
was sufficient for Kiirsandas to start a crusade 
against them with his powerful pen.'* 
Karsandas had put an advertisement i n Saiya 
PrakashonJanuaryl^, 1857 forpurticipation 
id an cs.say competition on ‘Duties of the 
Gurus and the Rule of Conduct of their 
Female Devotees’. It led to a development 
of events, which required Jivanji Maharaja, 
(he influential MaharajaofBomhay,to appear 
before the court. Jivanji Maharaj cleverly 
avoided this, as he had done earlier in 1855; 
and decided to consolidate his position against 
the rising challenge to the authority of the 
Maharajas. In a dramatic move from the 
Maharajas, all the Vaishnava temples were 
closed, leaving the devotees, especially 
women, stunned and confused, because many 
of them did not cal without going to the 
temple. The leading persons from different 
castes and communities (including bhatias, 
banias, lohanas, bhansalis, marwadis and 
ffloltanis) at a meeting on January 16.1859 
entered into a written bond. According to the 
bond, no Vaishnava should serve the 
Maharajas with summons to appear in a 
court. A fund of Rs 60,000 would be raised 
to get an act passed in the legislative council 
by which no Maharaja could be summoned 
before a court, any Vaishnava could be 
excommunicated if he published anything 


against the Maharajas or the Valldrhacharya* 
sect and the legal expenses, in case the 
Maharajas were forced toappearin thecourt, 
should be paid by the followers of the sect. 
Whosoever contravened this bond was 
threatened with excommunication by the 
caste (the highest social penalty of those 
times). Unperturbed and undaunted 
Karsandas continued his work by writing 
sharply. Hecalledthedocument ‘The Slavery 
Bond’ in Saiya Prakash on January 23,1859, 
and declared the firm resolve of the reformers 
not to .succumb to any pressure. Realising 
that Karsandas would take legal steps in case 
the caste decided for his excommunication, 
the kapol bania castes thought it wise not 
to put the threat into action. The main clause 
of the bond thus rendered ineffective, the 
signatories foresaw the loosening of other 
conditions of the bond. Some Maharajas 
even left Bombay. 

Jadunathji Brijratanji Maharaj came to 
Bombay from Surat in the middle of 1860 
to stop the erosion of the authority of the 
Maharajas. He managed initially to project 
an image of a progressive person who 
favoured girls' education, hut manoeuvred 
to divert the debate on widow remarriage 
with Narmad by questions about the 
sacredness of the Shastras and ending the 
meeting in a chaos with denunciations of 
reformers as atheists and heretics. This was 
succeeded by a heated newspaper controversy 
between Saiya Prakash and Jadunathji’sown 
recently founded paper. The highlight of the 
controversy was Karsandas’s famous article 
onC)ctobcr21,1860, ‘The Primitive Religion 
of the Hindus and the present Heterodox 
Opinions' in Saiya Prakash. Giving 
supportive arguments from the ancient texts, 
Karsandas attacked the immoral practices of 
the Maharajas. “In the Kaliyug many other 
heresies and many sects have arisen besides 
that of Val labhacharya, but no other sectaries 
have ever perpetrated such shamelessness, 
subtity, immode-sty, rascality and deceit as 
have the sect of the Maharajas”. Moreover, 
Jadunathji and other Maharajas were advised 
that the best way to propagate religion was 
to adopt a virtuous code of conduct, to stop 
defiling the wives and daughters of their 
devotees. The article clearly stated that as 
long as the preceptors of religion shall 
themselves appear to be immersed in 
licentiousness for so long, they shall not be 
competent to convey religiousexhortation.'* 

The article led Jadunathji to Tile a suit for 
libel in the SupremeCourt against Karsandas 
Muiji and Nanabhai R Ranina. What tbilowed 
was a dramatic court trial revealing the 
intricate social fabric woven with caste and 
religion. On September 6, 1861 a meeting 
of around 2,000bhatias was convened, where 
it was resolved that no member of the 
community would give evidence against the 
Maharajas, and such action would result in 


excommunication from the caste. Karsandas 
charged the leaders of the move with 
conspiracy, the trial of the eminent bhuia 
members began in December 1861. The case 
was known as the bhatia conspiracy case. 
Karsandas could winthe case mainly because 
of the evidence of two members of bhatia 
community, Mahajan Lakshmidas Khimji 
and Gokuidas Tejpal, who disclosed the 
pressure from the caste elites to speak in 
favourof the Maharajas. The nine defendants 
were convicted of combining to defeat the 
administration of justice and were fined. 

The libel case stirred unprecedented interest 
in the public. The Maharaja's petition to 
exempt him from attending the court on the 
ground of his claim as a spiritual leader of 
his sect was denied by the court. Eminent 
citizens and leaders of the bhatia and bania 
communities of Bombay came to the witness 
box. Though a libel was declared to have 
been published, it was also declared justified. 
The plaintiff was asked to pay Rs 11 ,.500 to 
Karsandas, who had to bear a cost of 
Rs 13,000. 

II 

The case gives a glimpse of the complex 
cohwebofthe Guj arati society ofthusetimes. 
The rigidity of the caste structure, the licence 
the head of a sect bad procured from 
interpretations of a religious text, and the 
superstition and fear under which the 
members of society lived were challenged 
by the rising liberal and rational forces. 
Karsandas Mulji's efforts and the court 
decision received praise from the liberals 
and the press.^ It api^ieared that the stage was 
set for the definition of a woman’s issue. The 
circumstances were such that the issue of 
woman’s exploitation by religious leaders 
could be questioned, implications of unfair 
religious practices in women’s life could be 
addressed, the oppression of women under 
the patriarchal .structures of religion and caste 
could be raised, an enquiry ba.scd on rea.son 
could be madetounderstand the helplessness 
of women. But this did not happen. The 
reformer won the case and the immoral 
activities of the Maharaja were exposed. But 
the way in which this was achieved itself was 
a pointer. The norms of patriarchy were not 
challenged, the tight hold of religious 
practices and customs was not challenged. 

Karsandas is clear about his purpose in 
writingarticles against theimmoral behaviour 
of the Maharajas, and his role as an author, 
a jourmdisi and reformer. He says in the 
court that ”The tyranny and evil practices 
of the Maharajas induced me to write against 
them. My object in writing was to get 
Maharajas reformed”.*' After hearing both 
the sides, Sir Mathew Saussc finds “no reason 
to doubt that the defendant entered into this 
controversy with the honest purpose of 
exposing to public reprobation doctrines 
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wlmb he conscientiously believed to be 
subversive of social morality’*.’’ 

Another judge. Sir Joseph Atnould, alter 
clarifying that Karsandas had enough 
information and knowledge about 
Vallabhacharya sect from his friends 
(Narmad's name is specifically mentioned) 
and the texts,’' points out, “The Maharajas, 
the hereditary high priests of the 
Vallabhacharya Sect, are, in respect of the 
practices denounced in the libel, virtually 
amenable to no jurisdiction, spiritual or 
temporal, criminal or civil”.’^ “If any person 
from the Vallabhacharya sect felt aggrieved 
at the misdeeds of the Maharajas, he had only 
one recourse, i e, to appeal to public opinion 
through the press. Karsandas did so. As a 
Vallabhacharyan, it was his right and as the 
editor of a native journal it was his duty to 
do so. And the public had an interest and 
a duty in relation to the subject, for (he 
offence attacked in the alleged libel is an 
offence against the first principlcsof morality 
on which all society is based.”” Praising the 
efforts of Karsandas and his supporters, the 
judge says that “the principle for which the 
defendant and his witnesses have been 
contending is simply this - that what is 
morally wrong cannot theologically right, 
that when practices which sap the very 
foundations of morality, which involve a 
violation of the eternal and immutable laws 
of right are established in the name and under 
the sanction of religion, they ought, for the 
common welfare of the society, and in the 
interest of humanity itself, to be publicly 
denounced and exposed”.’* 

It is important to note that neither the 
reformer nor the judges think about women, 
whose bodies, minds and belongings were 
used by the Maharajas. Women were fooled, 
exploited and oppressed, but the purpose of 
raising the issue is not to eradicate the 
exploitation of women but to establish 
morality. The gender issue is lost in the 
labyrinth of religious practices, caste 
traditions and moral norms. 

The analysis of the testimonies of various 
witnesses and the judgments reveals that the 
arguments concerning reform lake place only 
in the framework of religion. The questions 
which surfacedo not address women’s plight, 
but the religion as ordained in the ancient 
texts and their interpretations. 

It is interesting to understand Karsandas 
Mulji'sarguments for proving the hollowness 
of the practises followed by the Maharajas 
of the Vallabhacharya sect. He begins by 
arguing, “In the Puranas and other Shastras 
of the Hindus, it is stated that in the Kali* 
Yug there will arise false religions and 
hmsies, and impostors and heretics will 
cause adverse persuasions and adverse 
religioussystems to be established. According 
to the Hindu Shhstras, five thousand years 
have now passed away since the commence¬ 


ment of the Kali-Yug.” He then shows that 
the Vallabhacharyan sect is of recent origin 
(i e, ISth century), it originated in the Kali- 
Yug, so it is 6aud. Since the Maharaja 
believes that the Hindu Shastras are created 
by god, he cannot challenge the validity of 
this logic. There cannot be different courses 
of religion as .stated by Jadunathji. There is 
only one course of religion and morality.-'’ 
Karsandas further argues that theMaharajas 
are not high caste brahmins, and are not 
priests of Hindu religion, but only of a sect, 
known for its immoral practices.’* The 
Vaishnava devotees receive religious 
in.stnictions in their doctrines from the 
Maharajas, and in other matters from the 
brahmins. The learned brahmins openly teach 
the doctrines of the ancient religion, while 
the Maharajas do not reveal their doctrines.’* 
Karsandas defends his attack on the 
Maharajas within the framework of Hindu 
religion. Adultery is also defined in terms 
of the norms of Hindu religion. He argues 
that the behaviour of the Maharajas is not 
in consonance with the norms of Hindu 
religion. According to the Shastras, throwing, 
‘gulal’, (red powder) and coloured water 
through a syringe on women’s breasts and 
touching them are equivalent to adultery.'* 
Karsandas Mulji is not able to free himself 
from the hold of religion. The response of 
Laxmidas Khimji.aperson who could openly 
talk about corrupt practices of religion, is 
also not very different from that of Karsandas. 
When he was told about the bhatia mahajan 
meeting to stop the members of the 
community from giving evidence against the 
Maharajas, his question is “why not to call 
10-20 Shastris and take their opinion on 
Gokulnathji’s commentary”." Gokuldas 
Tejpal also, when informed about the bhatia 
mahajan meeting, asks whether opinion of 
any Shastri was sought." Bhau Daji .says that 
throwing gulal on a woman is adultery, and 
quotes passages from Vyvaharadhyaya of 
Mitakshra in support of the statement." 

The plaintiff also argues on religious 
grounds. Though he denies all the charges 
with pompous and often evasive statements, 
his arguments try to prove that the 
Vallabhacharya sect is in consonance with 
Hindu religion. He says, “our faith is not 
opposed to the doctrines of the Vedas and 
the Shastras”.'* Moreover, “it does not preach 
licentiousness. Adultery is a great sin 
according to the Shastras of my Sect”." He 
maintains that gulal is thrown on al I devotees 
and not specifically on women. Female 
devotees do not sing songs of licentious 
character in the presence of the Maharajas. 
Men, wonmn and children apply and wash 
the bodies of the Maliarajas with saffron 
water and scented oils. Lights are waved 
round the Maharajas’ heads. “All this is 
enjoined in the Shastras; I do not know what 
Shastra...”’* 


When he is shown passages in Brahma- 
Vaivaria Puram and Vishnu Purana about 
Radha and Krishna, he says, “I have not 
ob.scrved in any book if it is the doctrine of 
my Sect, that true Vaishnavas, after death, 
become gopis and have amorous and 
improper intercourse with God. I do nut 
believe in this doctrine, nor am 1 aware if 
any of my followers does or do believe in 
it”.” He tries to project a clean image by 
denying all charges, saying that “It is not 
inculcated in the commentary or in any other 
book of the sect that one should offer his 
wife and daughter to the Maharaja” .'"Though 
Karsandas and his supporters take a view 
that Vallabhacharya sect is of recent origin 
and not a continuation of Hindu religion, 
Jadunathji’s arguments try to prove that his 
belief, faith and actions arc parts of Hindu 
tradition and religion. Defending the practices 
of his sect, he says, “1 believe it is stated 
in the Bhagavai that love should be 
entertained towards God akin to the love of 
the gopis".’* Referring to the controversy he 
had with Namiad on the issue of widow- 
remarriage, he states that his opinion was 
that if the Shastras allowed, remarriage might 
take place, not otherwise.** 

The plaintiff has the unswerving loyalty 
of a sireable number of the followers of his 
sect. Some of them come to his rescue to 
give evidence jn his .support. Jamnadas 
Sevaklal, a devotee of the sect, voices the 
sentiments of the traditional mind which is 
conditioned by social and religiuus practices. 
Though he accepts that “putting hands on 
a woman’s breasts and neck is licentiousness, 
throwing gulal from a distance is not so, it 
docs not cause pregnancy. If anyone else 
except the Maharaj throws gulal on my wife, 
I shall take that as an insult”.*' (He could 
not answer the judge’s question about this 
special concession for the Maharaja). A well- 
respected and established businessman, 
Gopaldas Madhavdas .says that he has not 
heard that the plaintiff defiles women. 
Interestingly, he states that “I do not know 
whether it is written in the books that women 
devotees have licentious relations with the 
Maharajas. If it is written in the .Shastias, 
we should accept it. The Maharaj throws 
gulal on women during the holi festival. 
Throwing gulal on woman's breasts is not 
a- bad as licentiousness”.*’ 

The Maharajas had devout fol lowers. There 
are references that the Bhatia Mahajan in 
18.55 passed a resolution prohibiting the 
women of the community from going to the 
temple (where the Maharajas stayed) during 
certain hours. According to Mathuradas 
Lowji, it was for preventing adultery. It is 
interesting to note that it was not publicised 
and implemented immediately because it 
would have given a mileage to the brahmins 
in the dispute between the Mahajan and the 
brahminsofBhuieshwar.Notonlythat, since 
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case, a handbill was circulated by 
> ^ ptttntll^s manager to Suppie&s the 
" lyiseinentand pnsventitfitmi being produced 
in the CDuit^ 

The evidence for the licentiousness of the 
Maharajas in general, and ol the plaintiff in 
particular, is convincing The implications 
ofGokulnathji’s commentary and the rituals 
of Bridma-Stunbandha and Ra% Mandali 
permit the Maharaja to have illicit relations 
with women devotees Laxmidas Khimji 
gives a vivid description of the plaintiffs 
misbehaviour with women, like throwing 
gulal and squeenng the breasts ot a bhatia 
girl and later having intercourse with her, 
and pressing the hands ot women with his 
toes indicating his interest in them He also 
remembers a young woman going with a 
silver goblet to the Maharaia s bedroom ** 
Kaluhhai Lalubhai the young nephew of 
Dhfrajram, also narrates incidents where he 
saw a young girl and the plaintilf kissing in 
the latter's bedroom and a young woman 
going to the plaintiffs inner chamber and 
the latter tollowing him *' Karsandas Mulji 
says that he has seen the Maharajas touching 
the women with toesfan indication ot desire) 
throwing gulal on women s breasts and 
following women to their pnvatc chambers 
He IS convinced that the general character 
of the Maharajas in his sect is adulterous and 
licentious He has heard of the instances 
when the otienngs in terms of body, mind 
and property have been literally made by the 
most devoted tollowers of the Maharajas, 
and ot incidents when young girls are sent 
to the Maharajas before the consummation 
of mamage ** 

It IS pointed out in the defendant s plea 
that before the libel incident was published, 
the plaintitf himself told a bhatia that there 
15 no sin in licentiousness, in fact it helps 
a man to get strength and to have his blood 
punfied Mathuradas Lowji says that in his 
conversation with Jivanji Maharaj, the latter 
expiessedhisinabilitytostopodultery Jivanji 
Maharaj admitted that women devotees were 
a source ot great income tor the Maharajas, 
so It will not be easy to stop the practice 
Moreover like an opium>eatei a man 
involved in such practice could not give up 
lust*' Bhau Daji recalls Jivanji Maharaj 
having said that the latter had no control on 
the adulterous acts of the Maharajas ** The 
medical evidence given Bhau Dajt and 
Dhirajial Dalpatram provided solid support 
to KarsancLjs 

Karsandas Mulji rightly attacks the 
immoral practicesol the Vallabhacbarya sect, 
but his arguments, as shown above, are 
articulated mainly in the context ot Hindu 
religion, codified m the ancient texts The 
judiciary too thinks along the same line 

The judgment of Sir Mathew Sausse notes 
that the doctrines and practices adopted by 
t|ie Maharajas "are opposed to what we know 


oftheongioal principles of theanaent Hindu 
religion which are said to be found in the 
Vechi. They recogmse no incarnations, but 
the well known ‘avtar* and the Hindu code 
of law and morals equally inculcate chastity 
in females before marriage and fidelity in the 
mamage state” It further accepts that 
Karsandas Mulji has successfully shown that 
the doctrine of the Vallabhachaiya sect are 
m those respects contrary to those of the 
ancient Hindu religion " 

A secular and rational approach based on 
principles of equality and justice to the issue 
could not emerge due to the dominant 
consideration for the ‘ongmaf religion The 
issue, though concerned with women, could 
not be addressed as a woman's issue The 
social set-upand dominant traditionscenainly 
were not congenial for the emergence of such 
an approach Yet one does feel that if the 
young journalist reformer had perceived the 
issue a litlic differently, it was a case that 
could have changed the way ol thinking 

III 

The life ol middle class women in 
communities like bhatias and banias was 
confined to the precinct ol their homes, their 
activities and sexuality were regulated by the 
male members of the family Wedonotknow 
exactly how these women fell about their 
subjugation to the Maharajas Their voice is 
not heard in the case, nor is it audible in *he 
literature of those times Scholars hive tried 
to understand the relation ot caste hierarchy 
and gender hierarchy in the Hindu society 
Uma Chakravarti explon ng this lelationshi p, 
notes that the central factor in the 
subordination of the upper caste woman is 
the need for effective sexual control over 
such women to maintain not only patrilineal 
succession but alsocastepunty, the institution 
unique to Hindu society ''Further the ancient 
texts maintain that women are tobe controlled 
The essential nature of women is vested in 
their sexuality, and their uncontrolled 
sexualitywasperceivedasathreat Women s 
essential nature (their sexuality and maternal 
power) had to be organised anfi ordered by 
paternal powerto servethesocial and pohucal 
arrangements organised by man ot the 
dominant classes'' 

Karsandas'seoneem for women ongtnated 
in hts keenness to preserve the integnty and 
puntyofthehome His advice was “Hindus, 
we exhort you to educate your females, so 
that you may hav a virtuous progeny Irom 
a pure and uncontaminatcd source virtue 
inherent in the female breast, and if duly 
nurtured, like a fair tree properly cultivated 
and tended, will in its season yield its noble 
crop ot cheering blossom and sustaining 
fruit claim them (your females^ as your 
own only, and bind them to yourselves and 
your families by the strong and hallowed Ues 
of crnijugal, paternal and filial affection" '* 


The emphasis seems to be on conectlnttning 
of women ^ pointed out m The History 
of the Sect fPe Maharmas, "where there 
IS no knowledge of moral turpitude, the 
females of the country yield to flieir worst 
impulses and think that they aredoingnghf' ” 

Thebhauacommunityhadangidstructure. 
It was concerned with bhatia women visitmg 
Vallabhacharyan temples at odd times, and 
had passed resolutions in 1855 prohibiting 
women from doing so (These resolutions 
remained inetfectivc due to the rivalry 
between Vatshnavism and Shaivism) The 
resolution of the caste leaders to oppose 
any attempt to challenge the Maharajas's 
authority resulted in the bhatia conspiracy 
case As pointed out by Makrand Mehta, the 
most striking feature of the bhatia caste 
organisation in the 19th century was that the 
caste leadeiship was dominated not only by 
a few influential and wealthy caslemen but 
also indirectly by the Vaishnav Maharajas 
Ciopaldas Madhavji says from the witness 
box that the Maharaja had kept the temple 
closed lor eight days to pressurise the bhatia 
and bania followers Another witness admits 
that the Maharajas decide caste disputes, and 
also, themselves get entangled into caste 
disputes 

'Hie ngidity of the caste structure coupled 
with that ot Ihc religious practices must have 
been oppressive for women As pointed out 
by Chandra Mohanty, an important ettect of 
the British colonial rule in India was the 
consolidation of public and private spheres 
ofthe Indian middlcclass in the I9thcentufy, 
a process which involved a definite project 
of sexualisation 

Life for middle class, upper caste women 
started getting defined from the time of the 
libel case The social reformers set the agenda 
for their life and reform Unfortunately we 
do not have any piece on the libel case written 
by women ot thoje times It is ineresting to 
find that Streebodh the first journal for women 
in India, published in Gujarat from 1857, 
with which Karsandas was closely associated, 
mentions this case m the biographical piece 
on Karsandas Mulji several years after his 
death It had kept itsel f totally detached from 
the case while the proceedings were on The 
mot] veto keepaway from controversial issues 
in the arena of social reform is to limit the 
sphere of women to home and tanuly, and 
notinvolvethemintheiargerissuesoutside ” 
The only places where the whispers of women 
arc he^ seem to be houses or temples, 
where women used to sing about their 
devotion to the sect and the Maharajas 
Devotional songs and songs sung on 
particular occasions seem to be a powerful 
media to convey the experiences and 
aspirations of these women Dunngthetnal 
some reterences are made to the songs sung 
by women before the Maharajas It is 
interesting to analyse them They are 
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percdived as crude and uncultured by 
Karsandas Mulji, his supporters and the 
judges. The women devotees sing on the 
occasions of the Maharajas’ visits, and are 
said to “yield themselves unhesitatingly to 
the ignoble taskof exciting the gross passions 
of these priests, for whose pleasure and to 
stimulate whose lusts, they, upon these visits, 
and also on festive occasions, sing songs 
which we quote as specimens of the lasci vious 
poetry in which the Maharajas find 
pleasurc.s’’.'* Some examples of these songs 
arc given: 

An excitement, extreme and great, in my 
body is created; 

The aaure-colourcd beauteous husband with 
me is sitting. 

The descendant of Vallahha is the amorous 
Kana, 

Enamoured, he has made (us), in the roads 
of Vraj. 

Thy wink as a dagger wounded my heart. 

The sound of thy Hute breathes woes of 
separation 

How can the weaker sex preserve their 
modesty... 

Karsandas Mulji presents some songs sung 
by women devotees as indications of 
licentious nature of the Maharajas.''" 

As a witness, Mathuradas Lowji says 
“Females sing gorbis (songs) of an amorous 
character in the presence of Maharajas; such 
as ' I was asleep and you woke me’, ‘you will 
ease my mind if you take me’, ‘you arc my 
husband’. The purpo.se of such songs is 
evident as sung in the presence of the 
Maharajas. It is notorious that the Maharajas 
are adulterers...”.'’' He further says, 
“licentious songs are sung by females on 
occasions of marriage; but when they are 
addressed to the Maharajas, the females 
singing them wish for casual intercourse 
with the Maharajas”.** According to Khatav 
Makanji, such songs are shameful and 
indecent.*’ 

The songs sung by the women of 
Vallabhacharya sect in honour of the 
Maharajas and in their presence are, according 
to the judge Sir Josoph Amould, “passionate 
with all the passion of the Bast-erotic pantings 
for fruition of a lover who is also a God: 
as it is said of the gopis in the Vishnu Puran, 
every instant without Krishna they count a 
myriad of years, and forbidden by fathers, 
husbands, brothers, they go forth at night to 
sport with Krishna, the object of their love. 
So these hyrnns, sung at this day, ax the 
plaintiff admitted, by the wives and daughters 
of the Vallabhacharyans to their Maharajas, 
express the most unbridled desire, the most 
impatient longing for the enjoyment of 
adulterine love".** Sir Mathew Asusse docs 
not react anydifferently. “All songs connected 
with the God Krishna, which were brought 
before us were of an amorous character, and 
it appeared that songs of a corrupting and 
licentious tendency, both in idea and 


expression, are sung by young females to the 
Maharajas, upon festive occasions, in which 
they are identified with the God, in his most 
licentious aspect. In these songs, as well as 
in stories, both written and traditional, which 
latter arc treated as of a religious character 
in the sect, the subject of sexual intercourse 
is most prominent.”*' The reformers and the 
judge have a moral tone in their perspective. 
Women are perceived as weak, incapable of 
thinking and in need of protection and 
discipline. Their sexuality is in danger and 
has to be curbed, so that they may be proper 
women of the new middle class. ’Ihe honour 
of the high caste and class consists in modc.sty 
and purity of its women. 

IV 

Karsandas Mulji’s ideal woman is the 
forerunner of Govardhanram Tripathi’s 
‘Gunasundari’. He visualised the ideal 
woman thus: “Look at the picturcof a woman 
who delights the heart of a man and who 
overpowers him by her pure love. Observe 
her trails, she walks gently. She speaks only 
sweet, melodious words. She is both mild 
and guileless. She neithersils idly nor wanders 
here and there. She puts on neat and clean 
clothes. She neither cats nor drinks like a 
glutton, but like a temperate woman... She 
carries out all her work. She uses her God- 
given intelligence and tries to remain honest 
and virtuous in all her deeds. Her heart is 
fully virtuous and the perennial spring of 
ardent love overflows from it”.** 

Karsandas's perception of the private- 
public divide was clear. A woman had to 
keep her man happy, and the man could rely 
upon his woman to keep his private world 
intact, where he could rule. According to 
him, “Men derive a kind of pleasure in the 
company of women. Their minds get joy and 
become cheerful by their sweet talk; they 
forget for the time being world anxieties, and 
their minds, being thus refreshed, they join 
their work with new and fresh vigour. Women 
too derive great benents. They are kept 
informed of all pew talk and new things. 
Society too gets benefits.”** His general 
advice to women was to do the house-work 
efficiently, not be lazy, not to incur heavy 
expenses on clothes, not to adopt new 
fashions, and not to wear too many ornaments. 
His advice to the husband regarding his 
behaviour to his wife was, “If she commits 
a mistake, rebuke her gently. Don’t coerce 
her to obey you. You have taken her hand 
in marriage and, therefore, remain chaste in 
your married life because she is the mother 
of your children ”** 

Karsandas criticised many social evils 
pertaining to woman’s life in the Hindu 
society like selling of bride for money,** 
child marriage,*" wailing in public streets on 
somebody’sdcath,*' and vulgarity during the 
Holi festival.** He advocated female 


education*’ and worked for it; but the basis 
of woman’s subjugation was not challenged. 
In fact, after winning thclihel case, Karsandas 
diverted his mind to other v orks and it .seems 
that there was no radical change m the 
practices of the Vallabhacharya sect. 
Mahipairam Ruparam has raised a question 
about the propriety of giving up the cause 
after having achieved such success. If he and 
other social reformers of Bombay had 
continued their work for a long time, the 
immorality of the Maharajas would have 
been replaced by a rational form of worship. 
But Motival Navalram Lakshmiram and 
Masukhram Suryarum supported the stand 
taken by Karsandas, (ic. Karsandas had done 
all what he could). 

Karsandas wanted to extend woman's role 
as nurturer and caretaker to the community, 
and for him the English woman's work (or 
the poor was the model for upper class I ndian 
women.'* Still he believed that “Wc cannot 
give as much honour or of that kind xs 
English people give till our women remain 
in the unfortunate condition of being denuded 
of the ornaments of education. Just as an 
uncouth and foolish man gels puffed up with 
honour, and abuses it, such will be the case 
with women”.*' 

The woman who emerges from the 
proceedings of the libel case is weak and 
dependent. Thcvciigious traditions club her 
with man's other ptissessions in the family. 
Men belonging to the sect were also controlled 
to a great extent by religious (iracticcs. The 
control of women’s sexuality, however, 
remained with men, cither within the family 
or within the sect. The refonners and the 
judges, on the other hand, view the whole 
issue as a mural one, accepting the view that 
women have to be trained and moulded 
according to moral issues. 

Admittedly, the .scenario of the past looks 
different when .seen from the vantage point 
of the present. The object of the paper 
therefore is not to belittle the importance of 
the work of the social reformers. The intention 
is to understand at least partly the intriguing 
ambivalence which has surrounded woman's 
.ulc in Indian society, and the forces which 
have contributed to the formation of this 
ambivalence. 

The traditional Indian woman is recovered 
and rcdi sco vered for reaffirming our cultural 
heritage and national pride. The process of 
gender construction is complex and 
multifaceted, each aspect raising different 
questions and issues. The image of the 
woman, culled from the glorious past to suit 
the needs of the present is a favourite theme 
of authors, social reformers and the elites. 
An analysis of this theme from different 
perspectives is needed today for 
understanding the gender issue. The libel 
case and Karsandas Muiji’s work provide 
stimulation in that direction. Sir Mathew 
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Arnould has noted in his judgment that the 
libel case ‘has probably taught some to thitik; 
it must have led many to enquire”.’* The 
process has not stopp^. 
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Planning for Empowerment 

People’s Campaign for Decentralised Planning in Kerala 

T M Thomas Isaac 
K N Harilal 

Despite the acclaimed advantages of dficentralisation of planning and repeated commitments made in its favour, 
the planning process in India has remained a highly centralised affair. None of the departmental exercises - 
so-called district plans, block level planning or area level programmes - has been able to ensure genuine planning 
from below, sensitive as such planning should be to complex local-specific problems and felt needs of the people. 

In the above context, the newly constituted Kerala State Planning Board resolved to initiate a People’s Campaign 
to empower panchayats and municipal bodies to draw up Ninth Plan schemes within their respective areas of 
responsibility. It is the Planning Board’s expectation that 35 to 40 per cent of Kerala’s Ninth Plan will consist 
of schemes formulated and implemented from below. 

While it is, of course, premature to attempt an assessment of the ongoing People‘s Campaign, the all-round 
support that the Campaign has received suggests some observations regarding its far-reaching implications. 


PLANNING, in a broad sense, may be 
considered as an attempt by the society to 
consciously regulate the economic process 
through collective decisions so that equitable 
andsustainableeconomic growth isachieved. 
However, a bane of the planning experience 
so far in the country has been the tendency 
towards over centralisation leading to the 
usurpation of societal rights and 
bureaucratisation of economic life. Planning 
from below has been posed as an antidote 
to the above centralisation tendency. Needless 
to .say, everything cannot be planned from 
below. What is suggested is a system of 
multi-level planning, where the lowest unit 
is allowed to plan and implement everything 
that can be performed most effectively at that 
level and only the residual is left to the higher 
levels. Many advantages arc claimed for 
such planning process from below: the plan 
programme thus would become more 
responsive to local needs and conditions, it 
would permit a more i ntegrated development 
process as distinct from thepre^nt watertight 
departmental development interventions, 
mobilisation of local resources would become 
feasible, more importantly, by virtue of greater 
participation of the people it would make 
planning more transparent and 
implementation more efficient. 

Despite the acclaimed advantages of 
decentralisation of planning and repeated 
commitments made in its favrxir. the planiung 
process in India has remained a highly 
centralised affair. There were no serious 
efforts to develop planning capabilities even 
at the state level. The state plans, more often 
than not are mere aggregations of 
departmental schemes pruned and modified 
to suit the national framework and targets. 
The so-called district plans are made by 
simply computing districtwise break-up of 
statewide projects approved by the state 
legislatures.' An integrated approach whereby 
diHerent development agencies are brought 
together to address the development problems 


at the local/area level is conspicuous by its 
absence in all these exercises. Block level 
planning has been an attempt at co-ordination 
of various programmesimplemented through 
line departments which otherwise lacked 
horizontal connectirms.Theblocks, however, 
were not equipped to respond to the complex 
requirements of area development plans.^ 
This was the background of the introduction 
of area level programmes, with separate 
horizontal command structures, such as 
command area, drought-prone area, etc.' 
Similarly, District Rural Development 
Agencies (DRDA) were set up to implement 
Integrated Rural Development Programmes. 
But none of these departmental exercises 
could ensure genuine planning from below, 
sensitive as it should be to complex local 
specific problems and felt needs of the people. 

Absence of Representative 

Administrative Structure 

A major reason for the failure of earlier 
efforts to decentralise the planning process 
has been the absence of a popular 
representative administrative structure below 
the state level. Even though dccentrali.sation 
was anational ideal, venerated in the direct! vc 
principles of the Constitution itself, the 
euphoria for ‘gramaraj’ did not survive the 
early 1960s. Ashok Mehta Committee has 
chronicled the erosion of Panchayati Raj 
institutions overthe 1960s and l970s.*These 
institutions were never endowed with the 
real power or financial resources to enable 
serious development intervention. In reality. 
their scope was confined to mere ci vie duties, 
that too under the strict supervision of the 
local bodies' departments of state 
governments. Tte central government also 
contributed to the process by refusing to 
devolve more powers to the states and by 
thrusting on them a plethora of centrally 
sponsored and plaiuied schemes. Further, 
numerous autonomous All-India Boards were 


formed in whose functioning the panchayati 
raj institutions had no room. Deprived of all 
powers, the panchayati raj institutions lost - 
all credibility, and in many states even 
elections to these bodies were indefinitely 
postponed. 

The national debate on decentrali.sation 
was revived by the submi.ssion of Ashok 
Mehta Committee Report on Panchayati Raj 
and Dantwala Committee Report on Block 
Level Planqing. The 73rd and 74th 
constitutional amendments passed by the 
parliament was the culmination of this long 
national debate. The constitutional 
amendments did not address the important 
issue of centre-state relations, ignored the 
need for an integrated .self-governing district 
administration encompassing both rural and 
urban areas and imposed too rigid a structure 
uniformly on all states while it gave too much 
discretion to the state governments as to the 
devolution of responsibilities, powers and 
retiources.' Yet they constitute an important 
milestone in the history of decentralisation 
in India by making the panchayati raj 
institutions a basic structure of the 
Constitution itself, guaranteeing periodic 
elections to the local btidies and by providing 
for an active role for them in the pliuiiiing 
process. 

The general experience ail over the country 
since the passage of the constitutional 
.'mendment, as eviitenccd by the cynical 
disregard of the constitutional provision for 
involving the local bodies in the planning 
process, does not provide much cause for 
enthusiasm. Even though the Constitution 
provides for the “District Planning Committee 
to consolidate the plan prepared by the 
panchayats and the municipalities in the 
district and to prepare a draft development 
plan for the district as a whole" it would 
be virtually impossible for the present 
nagarpalika and panchayati raj institutions 
to shoulder this task under the present 
circum-stances. Let us take the concrete case 
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of Kerala. No amendments have been yet 
passed to the existing legislation in the state, 
despite the near consensus over the need to 
do so if the local bodies are to be made truly 
self-go vemi ng units. Even the necessary rules 
under the Act have not been fully framed. 
Whatever power, institutions and employees 
that have been transferred continue to he 
firmly tied to the departmental strings. It is 
hoped that if the interim recommendations 
of the S B Sen Committee, appointed by the 
new government, are implemented it would 
pave way for genuine decentralisation. But, 
even if the local bodies arc granted real 
power, decentralised planning might continue 
to be a mirage fur various other reasons such 
as paucity of reliable local level data, lack 
of expcrti.se and prior experience, and the 
widely prevalent cynicism of the people 
towards development activities. One cannot 
be faulted, if un^r the present circumstances 
the process of decentralisation of planning 
is postponed till the Tenth Flan. 

Omhcrivcs of thh. Campaign 

U is in the above context that the newly 
constituted Kerala .State Planning Board, 
headed by I S Gulati, resolved in its first 
meeting itself to initiate a People’s Campaign 
in order to empower the panchayats and 
municipal bodies to draw up the Ninth Plan 
schemc.s within their respective areas ol 
responsibility, it is hoped that 75 to 4() per 
cent of the Ninth Plan would consist of 
schemes formulated and implemented from 
below. Designed after the total literacy 
movement, the Campaign seeks to motivate 
and bring together the following groups of 
people in every locality in the preparation 
of the Ninth Plan. Firstly, the elected 
representatives themselves have to be made 
aware of their responsibility and equipped 
for a new style of team work. Secondly, the 
officials in the various lincdcpartmcnt.« have 
to be re-oriented to shoulder the planning 
responsibilities under the direction of 
panchayats, even though they are not currently 
under the direct control of local bodies. 

' Thirdly, the expertise of non-officials has to 
be made available to panchayats. Unlike 
most villages in India, every village in Kerala 
has a large number of educated people, many 
of them with high technical and professional 
qualification as well as experience. With a 
life expectancy of 72 years and retirement 
age of 55, the number of capable pensioners 
is also quite large. TheCampaign also strives 
to motivate them to come out of their 
retirement to actively participate in local 
level planning. Fourthly, the mass of people, 
who remain passive objects of the 
development procc.ss. have to be brought out 
of the shell of cynicism and be drawn into 
the new democratic project to improve their 
own daily life. Finally. the mass organisations 


of the people have to be re-oriented for 
mobilising their members for the new 
development initiatives. In short, there has 
to be a change in the attitude of officials, 
experts, elected representati ves and the people 
at large. This is what is sought to he achieved 
through the People’s Campaign for Ninth 
Plan. 

The Campaign assumes importance also 
from the point of view of the contemporary 
crisis of Kerala’s widely acclaimed 
development model. Even though the 
multifaceted character of the crisis 
encountering the state is widely noted, the 
focus of attention of the relevant debate and 
studies has tightly been on the sustained 
poor growth performance of the productive 
sectors of the economy. The crisis in 
pnxJucti VC sectors IS manifested m the virtual 
stagnation of the agricultural sector, 
deplorably lower levels of productivity of 
important crops, growing apathy among 
cultivators, stnictural decay of the industnal 
sector dominated by the ailing traditional 
industries, rapid deterioration of the power 
situation, over-burdening of the fragile eco¬ 
system, etc. The threats faced by other aspects 
of social life arc also equally .severe. For 
instance, the deterioration in the quality of 
services offered by crucial service sectors, 
such as education, public health, public 
distribution and transport has emerged as a 
major problem Incidentally, free or 
subsidised provision of such basic necessities 
was instrumental in raising the standard of 
living of the people of the state to levels 
comparable to tho.sc of even developed 


countries. It needs to be added that the 
stagnation of the productive sectors has 
worsened the Fiscal position of the state and 
made it incapable of making any effective 
intervention. More importantly, the crisis 
has also tended to strengthen neo-liberal 
arguments which blame the people, their 
organisations and the culture of collective 
social intervention for all the evils of the 
economy. Thus, the contemporary crisis 
has already started affecting the redistri¬ 
butive gains of the past, the standard of 
living of the people as also the very ideo¬ 
logy of the unique democratic project of 
modernisation. 

'riicdcvelopment challenges of the present 
may be tentatively summari.sed as follows; 
It is of utmost importance that the power 
crisis in the state is resolved and the 
industrialisation process accelerated. In the 
agricultural .sector, the limits to land horizon 
being already reached significant 
improvement of productivity levels would 
be required to improve overall agricultural 
production. There may be no pressing need 
for expansion of the social infrastructure, but 
Its quality needs to be raised. 'The persisting 
pockets of deprivation and poverty, despite 
the improvement in the quality of life of the 
people at large, such as dalits and Fisherfolk 
has to be urgently tackled. 'The improvement 
in education and health has not ensured 
gender justice. Work partici pation of women 
in the state is one of the lowest in India 
Destruction of the fragile cco system, 
depletion of resources and pollution can no 
more be ignored. The first of these challenges. 
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Chart 1 : People’s Campaign Programme and Acnvmr 
September 96 October 96 November 96 December 96 Jon-Feb 96 


Gramasabha 


^Development 

Problems 


Development 

Seminar 


Task Forces 




Panchayat/ 
Municipal j 
Samiti Meetings i 


Block/Distnct/ 
Slate l^vel 
Sieminars 


\ /oevelopmenK 

( Schemes j 

f Local l.evel \ 

^lock/District/\ 

/ ( Report- ] 


1 Development ) 

\ State Plan ) 

V Solutions J 


Plan 

VI 


resolution of the power crisis and acceleration 
of industrial growth can be tackled only 
through state and central level initiatives. 
But for the rest there is a growing consensus 
that the local level initiatives with people’s 
participation and mobilisation of local 
resources hold the key. 

The focus of mass movements, which made 
the ‘Kerala model’ possible, has so far been 
on the question of equity in distribution of 
wealth and income. But it is becoming 
increasingly evident that even the pursuit of 
equity cannot be sustained in the absence of 
economic growth. The question whether the 
organised .strength ot the mass movements 
and the democratic consciousness they have 
generated can be utilised to accelerate 
economic growth, therefore, is assuming 
critical importance in the present juncture. 
The People’s Campaign for Ninth Plan 
represents such an initiative to make use of 
the legacy of collective social intervention 
and the strength of mass movements to meet 
the contemporary crisis of development. 

Five Phases op the Campaign 

The primary objective of the Campaign is 
to ensure that panchayati raj/municipal bodies 
prepare and prioritise a shelf of integrated 
schemes, in a scientific and participatory 
manner by January 1997 so that programmes 
tor the Ninth Plan can be selected from them 
on a priority basis. Notably, most of the plan 
funds to be allocated to the local bodies are 
not going to be tied to state or centrally- 
sponsored schemes. It means that local bodies 
will have to plan for themselves; identify the 
felt needs of the people, analyse the 
development problems, assess the local 
resources, make feasible development 
schemes, prioritise and integrate them into 
a local Five-Year Plan document. It has also 
been suggested that even with respect to 
schemesimplemai ted by thcline departments 
due consideration will be given to suggestions 
made from below. However, given the 
commitment of the common minimum 
programme of the United Front Government 


at the centre to start the Ninth Plan in the 
next financial year itself, the entire prucc.ss 
of making the plan will have to be completed 
in a time hound manner by the month of 
January at least. Further, the schemes drawn 
up by the numerous local bodies will have 
to be in a standardised format so that they 
may be integrated into block, district and 
state plans. Five months is too short a period 
to undertake such a ta.sk. Given the severe 
time constraint a strict time schedule of 
activities have been drawn up by the State 
Planning Board (Chart I). 

The process of planning from below has 
been divided into five pha.ses, each roughly 
of a month’sduration. ^ch phase is preceded 
by a preparatory stage, most important 
component of which is the training of resource 
persons at various levels. An appropriate 
environment is also sought to be created 
through a mass publicity and coascientisation 
programme. A total communication 
programme for the Campaign has been 
designed by the Centre for Development of 
Imaging Technology (C-DIT), an 
autonomous media centre sponsored by the 
government of Kerala. Apart from the 
electronic and press media, other audio-visual 
methods such as folk arts, street theatre, etc, 
which are more sensitive to the local cultural 
milieu and participatory in nature are also 
being employed. 

Gramasabhas 

The first stage in the planning process is 
identification of the needs of the people and 
the gaps in local development. This is sought 
to be achieved through discussions at 
gramasabhas in panchayats and ward 
conventions in municipalities. It may be 
relevant to point out that the average st/e 
of grama panchayats in Kerala being very 
large, the gramasabha has been defined as 
“collectivity of all the voters in a grama 
panchayat ward”. It is normal to have 1.500 
to 2.000 voters even in a panchayat ward. 
Even this number is generally considered too 
unwieldy. ’Theieforc, there has been a cynical 


attitude towards gramasabhas in the slate. 
The statutory quorum fixed for the 
gramasabha is 50, even which was not often 
complied in practice during the first round 
of statutory gramasabhas. The special 
gramasabhas being convened as a part of the 
Ninth Plan Campaign seeks to mark a break 
with this past by raising the slogan that at 
least one member from every hou.se should 
attend the gramasabha. Special emphasis is 
also given for mobilising women for the 
gramasabhas. 

To ensure maximum participation, the 
gramasabhas are cun veiled pnly on holidays. 
Squads of volunteers are to visit every 
household explai ning lo them the programme 
and requesting their participation in the 
meeting. Separate meetings of the mass 
organisations arc also organi.sed to ensure 
maximum participation. Various novel 
propaganda methods, such as development 
quiz, festival of development lamps, 
‘vilambara jathas’ and so on have been 
innovated by the panchayats themselves. 

After a brief inaugural function the 
gramasabha splits into various subject groups 
for discussion. Trained resource persons are 
expected to be present in each group as 
discussion facilitators. It is a .semi-structured 
discussion that is being attempted. A model 
questionnaire for structuring the discussions, 
which is tobe adapted by the resource persons 
to suit the local conditions, was also 
circulated.The aims of the groupdiscussions 
arc three-fold; Firstly, certain qualitative, 
and to a very limited extent, quantitative 
information with respect to that particular 
development sector of the ward is elicited. 
Secondly, development problems of the ward 
with reference to the sector are listed. The 
group may also prioritise the needs. Thirdly, 
the people are also guided to analyse these 
problems on the basis of their experience 
and, to the extent possible make suggestions 
of solutions. From each group one or two 
rcprcseniativcs arc selected for participating 
m thcdevciopmcni seminar that is lo follow 
at the panchayat/municipal level. The 
deliberation of each of the group are .summed 
up at the plenary session of the grama.satha. 
One or tw<i development schemes that can 
be i mplemented primari ly by voluntary labour 
is also identified at the plenary session. 

In the municipalities and corporations the 
statutory, nominated ward committees arc 
directed to take initiative to convene ward 
level conventions to ensure an opportunity 
for all the voters to take part in the plan 
discus.sions. In the metropolitan corporation 
areas, meetings of residential associations or 
subdivisional meetings of voters are convened 
before the ward conventions. It was expected 
that gramasabhas and ward conventions 
would end by the middle of October 1996, 
when the second phase of the Campaign 
start. 
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Chart 2 : OROANisA-noNAL Structure of People's Campaign 
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of Panchayat, K) - Panchayat Office. MD - Municipal Directorate. RD - Regional Director, 
MD - Municipal Duectorale. RD- Rural Development Department, DKDA- Distnet Rural Development 
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Devei-opment Seminars 

The key event of the second phase is the 
development seminars at panchayat or muni¬ 
cipal levels. Itisinthcseminarthal integrated 
solutions for various problems identified at 
gramasabhas/ward conventions are arrived 
through di.scussions among people’s repre¬ 
sentatives, officials, and experts. Apart from 
representatives selected by gramasabhas, 
the seminars would also be attended by all 
the key officials of the area and invited 
experts from the locality and outside. 

The discussion in the development 
seminars would be based on the printed 
‘Panchayat Development Report'. Fairly 
elaborate guidelines have been circulated for 
the preparation of the Panchayat 
Development Report. The model suggested 
has five parts. In the introductory part the 
Campaign activities so far is reviewed and 
a brief administrative introduction to the 
panchayat is presented. The second part 
consists of a brief narrative of the local 
history empha.sising how the mass movements 
have played a major role in changing the face 
of the vil lage during the present century and 
underline theimpoitance of carrying forward 
these traditions of people’s initiative to meet 
the present development challenges. An 
analysis of the natural resources of the 
panchayat (soil, water, and biomass) 
according to the different geographical 
regions, primarily'determined by land form 
is discus^ in pan three. Thespccific features 
of human resource is also taken up here. Part 
three concludes with an environmental 


appraisal of the panchayat. Part four which 
constitutes nearly three-fourths of the length 
of the Report has 12 sections, each dealing 
with a specific development sector. In each 
section, after a fairly systematic analysis of 
the present status, the ongoing schemes are 
reviewed, the development problems are listed 
and development possibilities pointed out. 

The preparation of the Panchayat Deve¬ 
lopment Report is to go on concurrently with 
the gramasabha meetings. Because of the 
time constraint, it is not possible to collect 
any primary data either through resource 
mapping or census or sample surveys. Instead, 
the attempt will be to collate together alt the 
secondary data available in various offices 
of the line departments. As a result of a 
number of field experiments conducted, it 
has been possible to conipiicacomprehensive 
data format which could be filled up by 
consulting the various registers and records 
of the line department offices. The data so 
collected may be cross-checked on the basis 
of discussions in gramasabhas or key 
informants. It has been found that the 
secondary data thus compiled would add up 
to a reasonably comprehensive data set for 
the local level p’ nning exercise. Needless 
to say that the panchayats, which have primary 
data collected either through resource 
mapping or by other studies made in the area 
are encouraged to make best use of them. 
The panchayats are also encouraged to sup> 
plement the secondary data with partici patory 
appraisal techniques. Social mapping and 
transect walk has been recommended as the 
method for a rapid appraisal of natural 


resources and for ecosonisation of the 
panchayat. The local history is primarily 
prepared from oral testimonies. 

A comprehensive listing and description 
of all the ongoing development programmes 
in the state that may be of relevance to the 
panchayats has been printedanddistributed.^ 
Hie line department offices are also to prepare 
a review of their respective development 
sector and the schemes that are being 
implemented by them in the panchayat. 
Needless to say, the reports of the 
gramasabhas constitute yet another valuable 
source of information for the preparation of 
the Development Report. 

The training programme preceding the 
development seminars would familiarise the 
resource persons with secondary data sources, 
participatory appraisal techniques, and 
methods of evaluation of ongoing schemes. 
Efforts arc also to be made to ensure that 
various mass organisations separately discuss 
the development problems and come out 
with their suggestions at the .seminar. 

In order to facilitate systematic discussion 
at development seminars and formulation of 
integrated programmes, a series of manuals 
such as on watershed management, school 
complex, sanitation, drinking water, total 
energy programme and so on are being 
prepared to be distributed among resource 
persons. These manuals are not mere 
hypothetical exerci.scs. Care is being taken 
to ensure that these arc based on actual local 
field experience so that these guidebooks 
give confidence to the panchayats, regarding 
their practicability, it is also cautioned that 
what is needed is not replicationofsuccessful 
models from other areas, but their imaginative 
adaption to local specificities. 

Task Forces 

The seminar is expected to arrive at only 
broad statements of solutions to various 
development problems. It is the task of the 
third phase of the Campaign to convert these 
solutions into project/schcme proposals in 
a fonnat that could be included in the plan. 
For this purpose the seminar is to constitute 
task forces of officials and activists for each 
of the development sectors. It may be noted 
that a.s in the case of gramasabhas/ward 
conventions, the seminar discussions will 
also be organised in different subject groups 
that have been recommended. viz. Agriculture 
and Irrigation, Fisheries and Animal 
Husbandry, Education, Health, Sanitation 
and Drinking Water, Industries, Roads and 
Energy, Housing and Welfare Measures, 
Culture, Women Welfare, Co-operatives, 
Scheduled Castes and Tribes Welfare and 
Resource Mobilisation. 

There may be one task force for each of 
the above sectors. The task forces are to 
undertakea detailed review of the suggestions 
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made at the seminar and draw up the schcnw 
proposals based upon them giving the 
necessaiy technical, cost, benefit, time frame 
and other details mandated by the State 
Planning Board. For each scheme they are 
also to make an assessment of the resources 
required and their source, particularly, to the 
extent to which the costs can be met through 
voluntary labour or local contributions from 
local financial and non-financial institutions. 

Panchayat Pi-an 

The fourth phase of the Campaign is the 
actual formulation of the panchayat or 
municipal plan. Hopefully by December 
1996, the Ninth Plan allocations to the local 
bodies would be clearly known and proposiJs 
of .schemes forthe Ninth Plan can be selected 
from the shelf of projects that has been 
prepared by the ta.sk forces. Special meetings 
of the local bodies would be convened for 
this purpose. They may al.so seek the help 
of experts in preparing the final plan 
document. 

The expectation is that the plans of 
panchayats/municipalitics would not be 
confined to scheme proposals directly funded 
by the stale government. The local bodies 
are to be encouraged to take up additional 
schemes on their own. It is hoped that the 
process of in.iss mobilisation and 
consnentisation would be .such that the plan 
allocation from the state would be 
.supplemented by voluntary contribution of 
labour, materials or money. The co-operative 
sector and non-governmental agencies may 
also be u.sed as instruments to implement the 
schemes identified. In short it is expected 
that the local plan would be much larger than 
the state’s plan for panchayats and 
municipalities. 

The fifth phase of the Campaign consists 
of integration of the local plans at the district 
level. The block and ‘jilla’ panchayat also 
would havetheirown separate plan schemes. 
It has not been decided whether the 
gramapanchayat plans have to be integrated 
at every higher tier or the proposals of all 
the three tiers and the urban bodies integrated 
at the district level by the District Planning 
Committee (hereafter DPC). 

The State Planni ng Board has already con¬ 
stituted steering committees and task forces 
for formulating the state plan.l'heline depart¬ 
ments are directly represented in these task 
forces so that their suggestions are taken due 
note off. The state plan so formulated would 
have to be integrated with the district plans 
drawn up from below. It would be ensured 
that the proposals made by the panchayat! 
Raj/nagarapalika institutions through the 
Drcs, are fully honoured with respect to 
their plan allocations, and that the remaining 
suggestions made by the DPCs with regard 
to development schemes-within their juris¬ 


diction are given due consideration. A major 
state-level Congress to discuss the State’s 
Ninth Five-Year Plan and to mark the 40th 
anniversary of the formation of the state is 
to be organised by the State Planning Board. 
The Congress would mark the culmination 
of the People's Campaign for the Ninth Plan. 

Training Programme 

Training and orientation of various 
functionaries and volunteers is an important 
component of the Campaign. Each phase 
will be preceded by training and orientation 
workshops to be organised at the state, district 
and local levels. The state level orientation 
camps will be of five to seven days duration 
and will be attended by around 400 to 600 
Key Resource Persons (KRPs). The KRPs 
will help the DPCs to organise the distnet 
training programmes of an average duration 
of three days and impart training to around 
12-15,000District Resource Persons (DRPs). 
The DRPs in turn would help to organise 
one-day workshops at municipal/panchayat 
level to give training to around l,(X),()00 
Local Resource Persons (LRPs). The first 
round oftrmning, preceding the gramasabhas, 
focus on the organisational tasks involved 
in the convening of the gnima.sabhas. The 
resource persons arc also introduced to the 
philosophy, approach and the broad phases 
of the Campaign. 

In the second round the focus shifts to the 
development seminar and preparation of the 
Development Report. Certain model 
integrated sectoral programmes that can be 
implemented at panchayat level are also 
introduced. The third round deals with the 
evaluation of ongoing programmes, 
preparation of new .schemes and elements of 
cost-benefit analysis. The final round frx-uscs 
on various guidelines to be adhered to while 
prioritising the schemes and drawing up the 
draft plan. Thus, each round of training is 
expected to concentrate upon the immediate 
task in the phase of activity that is to begin. 

C^RGANISA-nON 

The involvement of resource persons in 
such large number has led to some amount 
of speculation regarding their role in the 
formulation of the plan. Doubts have been 
raised whether they would not constitute 
structures parallel to the elected bodies. 
Therefore, it is important to underline some 
important aspects of the process of selection 
of resource persons and the role they are 
supposed to play. But for a small portion of 
the KRPs all the other resource persons are 
selected by the elected panchayat raj/ 
nagarpalika Institutions. Secondly, it is 
ensur^ that ail the elected representatives 
will be involved at one level of training or 
other. Thirdly, even (hough a core group of 


people will be retained, the composition of 
resource persons is expected to undergo 
change from one round of training to another. 
In the first round of training, the emphasis 
is on volunteers and elected representatives. 
In the .second round there is greater empha.sis 
on experts and officials. The third round of 
training will focus more on officials, who 
are directed to work with the local level task 
forces and prepare development schemes. In 
contrast, the fourth round of training is 
exclusively for elected reprc.sentativcs who 
finally decide upon the plan proposals. 
Further, the pre.sent Campaign does not 
envisage the formulation of any new formal 
organisational structure for its imple¬ 
mentation. The DPCs are overall in charge 
of the programme at the district level, block 
panchayat at the block level, and munici¬ 
palities and grama panchayats at the local 
level. The KRPs in every district are expected 
to function under the supervision of the 
DPC. The DRPs from each block panchayat 
would work as a team under (he block 
panchayat and LRPs under (he grama 
panchayat or municipality (see Chart II for 
the organisational structure). 

At the stale level the State Planning Board 
i.s the implementation agency of the 
programme. The planning board co-ordinates 
the programme through the district planning 
otfices, that currently act as secretariats of 
the DPCs. As of now the local bodies are 
crucially dependent upon Local 
Administration and Rural Development 
departments. Even for small matters they 
depend upon prior sanction from the 
concerned mini.stries. In order to ensure close 
co-ordination between the Stale Planning 
Board and the above departments a co¬ 
ordination committee has been formed at the 
state level. It is expected that astheCampaign 
progrcs.ses the co-ordination committee will 
be expanded to give representation to other 
development departments. 

A High Level Guidance Council 
comprising of eminent personalities in the 
state has been constituted at the state level 
so as to ensure the widest po.s.siblc consensus 
in support of the proposed Cainpait,u. Apart 
from the leaders of political parties, (he 
council also includes the vice-chancellors of 
the universities, heads of centres of 
excellence, cultural leaders and state level 
leaders of mass organisations. The first chief 
minister of the state, E M S Namboudiripad 
isthechairmanoftheGuidanceCouncil.The 
panel of vice-chairmen include all the former 
chief ministers, opposition leaders and 
selected eminent academicians of the state. 

In Lieu or Conci.usion 

Since it would be a premature exercise we 
do not make any attempt in this note to make 
an assessment of the ongoing Campaign for 
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Ninth Plan. But the all-raund .support that 
the Campaign has been receiving makes it 
possible to make some important obser¬ 
vations regarding its implications. 

First of all the Campaign promises to break 
the strait-jacket of bipolar front politics in 
the state and usher in a new era o< unity for 
development action cutting across political 
affiliations. The preparatory phase of the 
Campaign, quite expectedly, was marked by 
doubts, and apprehensions regarding its 'real' 
intent and motives There were even rumours 
that leading opposition parties might 
dissociate them.sclvcs with the Campaign. 
But this was not to be! The basic rea.son was 
the pressures from below Nearly 40 per cent 
of the local bodies of (he stale are controlled 
by the opposition parties. The local 
leaderships are not prepared to miss this 
opportunity to share genuine power at the 
local level and shirk the responsibilities as 
elected reprc.scntutives of the people, no 
matter what the stance of the state leaderships 
are. A prclimtnary analysis of the 
implementation of the first phase indicate 
that the relative differences in the success 
of the programme cannot be explained by 
the political front affiliation ot the local 
iKKiies’ leadership. 

Secondly, the Campaign has to an extent 
broken the pervasive atmosphere of general 
cynicism within the slate towards the 
development process. This is evident from 
the unpreccde.ntcd enthusiasm oi the people 
at large exhibited during the first phase, in 
the first round ol training, the demand from 
below, had been such that the number ot 
KRPs had to be increased from 250 to 400 
and that of DRF's from 6,(X)0to I0,(MX). At 
the liKal level the target was only .T5-50,000 
hut nearly 1 lakh persons attended the 
workshops. Similarly, available reports 
suggest and estimate ot over 30 lakh people 
attending grainusabha.s/ward conventions. 
Such has been the enthusiasm in most distrit ts 
that some have .started doubling whether 
in the place of a position of resignation 
that nothing can he done, an illusion lhat 
everything can be resolved is being 
created. 

Thirdly. the panchayutsand municipalities 
have come to accept the Campaign as their 
own. There can be no going back on the 
commitmeni made to devolve 35 to 40 per 
cent of the plan funds to the local bodies 
without paying heavy political pnee. The 
effective decentralisation is not merely a 
demand for representatives in the 100.11 
bodies but of people at large. The People’s 
Campaign foi Ninth Plan is transforming 
itself into u mass mobilisation for genuine 
decentralisation. 

Fourthly, the Campaign, as we noted earlier 
while discussing its organisation, do not 
seek to create any parallel structure but seeks 
to restructure the existing ones. After initial 


hesitation (in certain cases, even non¬ 
cooperation) the government machinery is 
slowly being drawn into the Campaign. The 
service organisations of employees have come 
out in support of the programme and taken 
initiative on their own independent training 
programmes. The time schedule of different 
phases in the planning process formulated 
by the Planning Board initially appeared 
ambitious in terms of too many things to be 
completed with loo little time. But the way 
the Campaign has proceeded so far leaves 
no doubts regarding Its timely and successful 
completion. 

Another welcome outcome of the 
Campaign is on resource mobilisation 
efforts. The Campaign is widely expected 
to help the local bodies to use hitherto 
untapped sources of local resources. Most 
grnmasahhas arc known to have adopted 
resolutions endorsing development schpmes 
tied to contribution of voluntary labour and 
other rc.sourccs. The High-Level Guidance 
Council has appealed to the local bodies to 
ensure that at least 25 per cent additional 
resource mobilisation through voluntary 
labour and contribution be in the ea.se 
of sehcnie.s "nplementcd with the help of 
enhanced untied funds given to the local 
bodies during the current year. Thus the 
Campaign, even before its first phase is 
concluded has come to include a new 
component of voluntary resource mobi¬ 
lisation from below, primarily through labour 


enthu$ia.sm, to .solve some of the pressing 

needs of the people. 
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More on EGS 

Meeta 

Rajivlochan 


WE are grateful that S Mahendra Dev and 
M L Dantwaia read our remarks (EPW, 
January 13-20, 1996) with care and found 
time to comment upon them (EP W, March 2, 
1996). However, as was evident in our 
remarks, the differences with Mahendra Dev 
are on the substance of what he calls his 
“critical evaluation of the EGS”. We find 
fault with his judgment about the relative 
weight ascribed to different factors in 
understanding the functioning of the scheme 
and the absences in his evaluation. Not for 
a moment did we presume his paper to be 
a comprehensive review of the EGS. Wc do 
not doubt that it was the result of a collective 
effort involving wisdom from a number of 
seminars and input from many reliable 
stmrees. Our comments loo arc beholden to 
the efforts of others. However, we alone are 
responsible for the interpretations 

We would like to reiterate that an estimation 
of the EGS in Maharashtra, based .sub¬ 
stantially on data generated in the I98()s, is 
liable to give a misleading idea about the 
nature and functioning of the scheme. About 
what is possible, what is not. About how to 
formulate analogous schemes. After all, a 
presumption that nothing has changed in the 
implementation ot the EGS .since the first 
comments started coming almost two decade.s 
ago would be rather unfair to those who 
reviewed the scheme as also to those imple¬ 
menting It. Over the years both bureaucrats 
and politicians have become more sensitive 
to the need for government programmes 
providing a cushion to the people in times 
of necessity Increased sensitivity docs not 
make for a qualitative dtlference to the 
implementation of the scheme today. 

Yet, if the EGS fails to achieve the 
substance of its objccti ves it may be necessary 
to find why the EGS has not yielded as much 
benefit as it could despite the good intentions 
and efforts of many who try to implement 
it. This, as we pointed out earlier, is because 
of certain structural deficiencies that have 
not been considered seriously enough. Of 
these the most important pertain to non- 
awareness about the EGS among the 
beneficiaries, widespread corruption in the 
implementation, and a certain disinterest in 
maintaining the a.s.sets generated through the 
EGS. In addition is the problem of trying 
to find, after over two decades of the EGS, 
works which fit with the 60:40 labour to 
material ratio prescribed in the EGS 
guidelines. 

As to the last, as we said earlier, revision 
of the EGS policy may be needed. EGS 
would have to be allowed projects which arc 
not merely labour-intensive but also suit the 
specific requirements of the people of a 
locality. Regarding the first, to expect, as 
Mahendra ^v docs (p 561) that it should 


be the responsibility of officials to create 
awareness about the EGS among potential 
beneficiaries, would be quite wrong. This 
would at best provide the opportunity to 
many civil scrvantstobccomeunci vil masters 
who control the flow of information. Bureau¬ 
crats should be entrusted, we believe, with 
helping the local people's representatives 
understand the intricacies of the scheme and 
expedite implementation. But the initiative 
in taking the scheme to the people and over¬ 
seeing the functioning of officialdom should 
remain with the people's reprc.sentative.s. 

As to the matter of corruption and the 
maintenance ol assets. Wc find it surpnsing 
that the two matters that have the potential 
of completely undermining all the good that 
the EGS intends do not find an important 
placein Mahendra Dev’s analysis Weagree 
with him that only the very innocent would 
be unaware of the exi.stcncc of corruption 
today. Merely being aware, wc submit, is not 
enough. 

If the reports of the various committees 
of the Maharashtra legislature, which 
Mahendra Dev mentions, arc anything to go 
by then corruption is the most important 
problem facing the EGS today. Politicians 
arc aware of it, so are the bureaucrats at all 
levels. All this information is widely available 
in the localities. It docs not require an outside 
scholar to tell ot its existence. A recognition 
of the existence of corruption has to be the 
.starting point, and not the end, fora scholarly 
analysis. The analysis needs togo further and 


DISCUSSION 


bring out the implications of corruption for 
the EG.S and suggest ways in which it could 
be curtailed. Instead what Mahendra Dev 
does is to first not take cognisance of cor¬ 
ruption in his 'critical evaluation’ {EPW, 
October 14-21,1995) and laicrquotc himself 
from an earlier papci merely noticing the 
presence of corruption without making any 
.sense of its implications for the imple¬ 
mentation of the EGS and its reception among 
the i«ople iKPW, March 2. 1996). 

Might wc suggest, as wc did earlier, that 
widespread corruption and the seeming 
inefficacy of government to deal with it may 
be an important reason for the indifference 
ot the people towards the quality of the 
community assets that they acquire under 
this scheme and the subsequent problems 
with maintenance. The quality ot assets 
generated may not be good enough m the 
first place. It is common knowledge, as 
Mahendra Dev points out, that the /.illah 
parishads do not show any enthusiasm for 
taking over EGS works from the technical 
departments and later become lackadaisical 
in sanctioning tunds for maintenance Might 
this have todo with the ability of ZP members 
to understand the priorities of their 
constituents better than outside scholars and 
acti vests? 

If, as Mahendra Dev says later, people’s 
involvement aqd awareness ot their rights 
are necessary for the success of poverty 
alleviation programmes then it is also 
important to be able to understand why it 
has been difficult togencratc this in voivcment 
beyond the small scale and a brief while. 
Merely saying that people should be involved, 
or that so-called vested interests prevent the 
devolution of local power to itie people may 
not be enough any more 
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What we found paiticuiarly touching was 
Mahendra Dev’s faith in the verity and 
implemenlational accuracy of government 
rules and guidelines. His detailed excerpt 
from the government of Maharashtra, 
Planning Department, Employment 
Guarantee^cheme document concerning the 
filling of form 1. registering with form 4, 
giving directions in form 7, and an 
underling from the beneficiary that s/he 
will work continuously for 30 days was quite 
intimidating. Nevertheless the fact remains 
that in all our experience in contemporary 
times the EGS beneficiaries do not have to 
fill in any forms other than put their mark 
on the muster roll. Obviously officials in the 
field today are not as ‘bureau-crazy’ as the 
government guidelines intend them to be. It 
seems they try to implement the spirit of the 
programme rather than the word. The next 


BUNKER ROY (EPW, December 7, 1996) 
has raised very pertinent questions but fails 
to get to the root of the problem. If foreign 
funds are easily available to voluntary 
organisations, how can one prevent the 
unscrupulous from floating such organi¬ 
sations to grab the money? In the past when 
no money, either from the government or 
foreign sources, was available, only dedicated 
persons with a commitment and vision 
would risk everything to lead the struggle 
of the poor tortheir survival. Now when easy 
money is available one finds a mushroom 
growth of voluntary organisations, mostly 
floated by politicians and bureaucrats to 
comer the money. 

The government thinking has been that the 
bureaucracy will be the instrument for rural 
development. A large so-called 
developmental bureaucracy has come into 
being which not only siphons off a large part 
of the budget of rural development as salary 
and establishment expenses but appropriates 
through corrupt practices a large part of the 
fund meant to alleviate rural poverty. The 
remedy lies in decentralisation of the rural 
planning process by devolving power and 
fonds to the village community so that the 
latter may undertake such activities in a 
participatory manner with full accountability 
and transparency. Such a step is not in the 
interest of the ruling clitcand vested interests, 
as can be seen from the fact that no govern¬ 
ment has moved in this direction despite 
constitutional amendments 73 and 74. 

On the other hand, the emphasis is now 
on voluntary organisations to step in and 
promote rufal development for which 
government earmark.s funds and foreign 
agencies are also helping liberally. If easy 
money is available unscrupulous elements 
will manage to corner it by various devices. 
Roy’s .suggestion to limit the amount that an 
organisation can receive from foreign sources 
can' be made ineffective by splitting the 
organisation and by other devices. The 
question is why has he not suggested that 


tiiTO that we arc in the field we will look 
out for tehsildars, SDOs and collectors who 
keep track of all these forms and their 
respective proformas. However, wedo agree 
with Mahendra Dev that the rules and 
guidelines could do with modifications to 
bring them in line with the actual practice 
in the field. 

As to Dantwala’s remarks (p S63) we do 
not know how to respond to his insistence 
concerning women prefem ng supplementary 
employment in their household premises. Of 
course women should be provided 
supplementary employment in their 
household premises. However, we were under 
the impression that the matter under 
discussion was the EGS. That scheme, as it 
is implemented'today, is designed only for 
employment when none is available. Was 
our impression incorrect? 


all such funds, both from government and 
foreign sources, be placed with the village 
community which should execute the 
projects? Voluntary orf'-»nisations can assist 
through technical and other inputs for which 
they can be paid from the funds. It is strange 
that there is so much talk of empowerment 
of the rural poor but when it comes to 
devolving funds directly to the village com¬ 
munity. not only is^ the bureaucracy totally 
(>ppo.sed to it but many voluntary organi¬ 
sations also take the same position. If funds 
arc recei ved directly by the village community 
only voluntary organisations with a com¬ 
mitment and dedication will remain in the 
field. The bogus ones will retreat and die a 
natural death. 

With the exception of some highly laudable 
ones, the voluntary associations. by and large, 
have turned into petty contractors and arc 
afflicted with all the vices of contractor- 
culture. if the funds are controlled either by 
the bureauciacy or so-called voluntary orga¬ 
nisation and the people for whose benefit the 
schemes arc being executed arc in no way 
associated with it then it makes little differ¬ 
ence for them whether the government 
executes a projector a voluntary organisation 
does it. 

Many foreign donor agencies have been 
talking of empowering, awakening and 
organising the rural poor. They have also a 
network which can be pressed into nrgani.si ng 
them and funds should he directly placed 
with these organi.sations of the rural poor to 
perform specific tasks with the full in¬ 
volvement of the •'ommunity of rural poor. 
There is alienation if theburcaucracy executes 
any project and so is the case if it is done 
by a voluntary organisation. Involvement 
can be total if the funds are also at their 
dispo.sal and everything is done in an open 
and transparent manner. Why have the donor 
agencies not opted for this course ii they are 
sincere about empowering the rural poor? 
Now when the Constitution has been amended 
and the village community through its elected 


panchayats is enjoined to undertake all 
developmental activities at the grass roots 
level, the voluntary organisations should 
come forward to organise the rural community 
for effective implementation of the 
constitutional amendment. They should 
particularly organise the rural poor so that 
their weight in the political process increases 
and they effectively control the panchayats. 
The voluntary organisations’ primary role is 
to organise the poor and fight for their 
emancipation by leading their struggles. 
Voluntary organisations, if they take up the 
cause of rural poor, have an immense role 
to play. If funds are available, they should 
invariably go to the organisations of the 
village poor. If there is difficulty in creating 
separate organisationsof rural poorto perform 
the specific work for which funds are 
sanctioned by foreign agencies, it may be 
handed over to the village panchayat. The 
donor agency can see to it that the whole 
village comes to know about the fund's so 
received and monitor the process. If it is 
found that the money is not being spent in 
a transparent manner future instalments can 
be cancelled. ’Thedifficulty with a programme 
like the JawaharRozgar Yojana, where funds 
were directly given to the village panchayat, 
was that nobody in the village knew about 
It except the pradhan and the panchayat 
secretary who is a government functionary. 
The provision of having two elected persons 
to operate the account has also been flouted 
by making the panchayat secretary the co¬ 
signatory. The donor agencies can appoint 
persons from voluntary organisations to 
supervise the work and to see that all the 
conditions are observed by the panchayat. 
The voluntary organisation can be assisted 
by the funding agency to meet the salary of 
such staff. The relevance of voluntary 
organisations lies in .strengtheningthe process 
of empowerment of the rural poor and not 
in running after government or foreign funds 
which cannot but corrupt them sooner or 
later. 

The difficulty is that a government which 
itself is not sincere about devolving power 
to the village panchayats cannot ask donor 
agencies to directly finance the panchayats. 
But as the foreign donor agencies maintain 
that their objective is the empowerment of 
the village poor they should see to it that the 
village poor are organised in the first instance 
through direct support for such activities and 
when such organisations come into being, 
all funds should be placed directly with them 
rather than through the vol untary organisation 
acting as middleman. 

As the Constitution has now been amended 
and all rural developmental activities are to 
be directly undertaken by village panchayats, 
the foreign donor agencies should respect 
the Constitution irrespective of whether the 
government of India does so or not. As a 
matter of fact if such agencies begin financing 
the panchayats directly it will be difficult for 
the government of India and the state 
governments to flout the constitutional pro¬ 
visions and rely solely on the bureaucracy 
for rural development for the latter's narrow 
.selfish ends. 


On Voluntary Organisations 

Kripa Shankar 
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The power policies proposed by the central government meet none of 
the objectives of a healthy development of the power sector: minimising 
of investment costs and net outflow of resources in particular, 
minimising of costs of energy production and maximising security of 
power supply. In particular, they have serious implications for the 
country in terms of very large prospective tariff increases and 
unsustainable foreign exchange outflows. 95 

Social Construction of Motherhood 

The cluster of rites, beliefs and distinctive practices governing 
motherhood arc informed by socio-political and economic imperatives. 
Among the Coorgs in south India, the emergence of the colonial state, 
the politics of legitimising that state and the economic restructuring 
from rice cultivation to coffee plantations redefined gender relations, 
resulting in greater control over women’s sexuality and modifying their 
motherhood experiences. 101 

Sales Tax Reform 

The central and state governments have embarked on a major attempt to 
reform commodity taxation. The Tamil Nadu government introduced 
far-reaching changes in sales taxation in its 1996-97 budget. What 
lessons does the Tamil Nadu experience hold for commodity tax 
reform? Ill 


Scams and Government 
Audit 

Cases such as the Bihar fodder 
scam in which officers of a 
small department of (he Bihar 
government were able to steal 
nearly Rs 1,000 crorc through 
gross and repeated violation of 
basic financial rules spread 
over several years highlight 
the collapse of government 
audit. 


Hindi Press 

With the circulation of Hindi 
dailies growing 12 times 
between 1961 and 1991, 
politicians now recognise that 
thi Hindi press provides an 
ever-widening conduit to va.st 
numbers of voters. But as long 
as big advertisers judge Hindi 
to be a poor vehicle by which 
to promote their products, 
Hindi newspapers will regard 
themselves as Cindercllas in a 
household still run by a 
wicked, English-favouring 
stepmother. 


Ecological Ethics 

The synthesis of the traditional and 
the modem in the struggles of tribal 
populations, such as the Bhils of 
Alirajpur in Madhya Pradesh, 
against displacement threatened by 
development holds pointers to the 
evolution of a modem theory and 
practice of ecological ethics. K7 


Flexible Specialisation 

Besides the physical presence of 
clusters and networks, a thriving 
entrepreneurial culture is necessary 
for die effective operation of 
Hexible specialisation. A look at the 
south-east Asian experience of 
small enterprise development. 84 


CTBT and Indian Left 

The mainstream Left parties’ position 
on the Comprehensive Test Ban 
Treaty, other strongly and unreservedly 
supporting the conservative officiai 
stand of the government of India 
or acquiescing in it, is poorly 
differentiated from that of the 
right-wing, communal and militarist 
BJP. This is deeply distressing. 71 





LETTERS TO EDITOR 
Army in Assam 

THIS has reference to ‘Assam: Hopes of 
Peace Dashed' by Hiren Gohain (Novem¬ 
ber 2, 1996) where he has presented a 
thoroughly biased viewpoint virtually 
glorifying the campaign of loot and terror 
unleashed by the IJLFA on the one hand and 
vilifying the army on the other. 

The army, deployed in Assam at the request 
of the AGP government because of the 
'situation on ground' as stated by chief 
minister P K Mahanta, is engaged in a most 
difficult task, which it is performing 
admirably. The allegations of army 'atrocities 
and barbarities’ arc a figment of Gohain's 
coloured or, perhaps, pressured imagi¬ 
nation which bear no resemblance to actual 
facts. 

Without even the pretence of evidence, 
Gohain has alleged that army jawans plunder 
money and valuables, misbehave with women 
and cause permanent physical injury and 
even death of suspects during interrogation. 
The very fact that he has chosen to accept 
at face value the totally false allegation made 
by some 'general secretary' of the ULF'A 
regarding taking into custody of one Biplab 
Gohain by the army, exposes Gohain's utter 
disregard for responsible reporting and is 
indicative of his compulsions under the 
bloody shadow of IJLFA. 

As regards the ‘fake’ encounter of 
October 12, the army has already clarified 
that the two ultras were killed while they 
attempted to escape after hurling a grenade 
at the jawans whom they were taking to the 
site where they had hidden weapons. One 
more Chinese grenade was recovered from 
their bodies. 

Gohain obviously has no idea of the 
'maximum force' that the army is trained to 
use against enemy. The question of using 
such force against our few misguided 
brothers, in our own home, simply does not 
arise. The army is. in fact, using minimum 
possible force to ensure that the nile of 
civilised law and society is not subverted by 
the ULFA and to militarily weaken ULFA 
to a point where it becomes amenable to 
.seeking a resolution acF 0 .ss the negotiating 
table, since it is not possible to talk at the 
point of the gun. 

The army is meant to use force. And, in 
doing so, there has to be some inconvenience 
to innocent citizens too. llic army is fully 
conscious of Its responsibilities. The officers 
and men are a disciplined lot who are 
conducting themselves in a becoming 
manner. In the rare case that excess force 
has been used, deterrent punishment has 
been meted quickly. Moreover, the army has. 
on its own, taken up numerous civic action 
and developmental programmes to ameliorate 
the li vi ng conditions of people long neglected 
in the remote areas of the state. A positive 


and balanced coverage in your esteemed 
magazine is due. 

Colonel Ranvir Yadav 

Headquarters, 

2 Mountain Division. 

Hiren Gohain replies: 

COLONEL Ranvir Yadav shows his 
ignorance of the realities of Assam politics 
by accusing me of knuckling under ULFA 
pressure and tarnishing the image of the 
Indian army. If he is willing to listen I would 
like to tell him that since the 1980s I have 
been consistently critical of the violent turn 
regional politics has taken in As.sam. But 
during a visit to Lakshi Pathar, site of an 
ULFA training camp overrun by the army 
in 1990after theonset of ‘Operation Bajrang', 
I ."ame across scores of young men in an area 
under ULFA influence and was shaken to 
find a 'profound alienation from the state and 
nation of I ndia among tho.se youths frustrated 
by despair about their future. I think I saw 
the other side of the coin during that visit 
and have since refused to equate the ULFA 
with the drug-mafia and bandits, while 
stopping short of an endorsement of their 
political line. It is my belief that both 
opportunist regional politicians and 
henchmen of powerful vested interests 
entrenched in New Delhi have failed to see 
the ULFA phenomenon in true perspective. 
Since their politics is one of exploitation, 
they arc i n no position to address the problem 
politically and they persuade themselves and 
others that force is the only viable solution. 

The contradiction in 'V'adav’s position 
comes out in para 5 of his comment where 
he talks of a plan "to militarily weaken ULFA 
to a point where it becomes amenable to 
seeking a resolution across the negotiating 
table, since it is nut possible to talk at the 
point of the gun”. Apparently, while the 
Indian state cannot afford to talk at the point 
of the gun. the ULFA can! 

Yadav is quite right when he says in the 
same paragraph that I have no idea of the 
‘maximum force* the army uses against the 
enemy and refrains from using against 
‘misguided brothers’. Following arc a list of 
misguided brothers who have succumbed to 
minimum force exerted by combined army 
and police operations: (I) Madhab Das, (2) 
Torun Oeka, (3) Budhin Lahon, (4) Manoj 
Gogoi, (5) Narcn Baishya, (6) Usha Sonowal, 
(7) Shiva Bora, (8) Dhmbajyoti Borgohain, 
(9) Podum Medhi, (10) Anil Deka, (II) 
Tapan Sarma, (12) Raju Rajbangshi, (13) 
Bika.sh Dutta, (14) Nomal Basumatari, (5) 
Jaimal Ba.sumatari. (16) Jayanta Dutta, (17) 
Ravul Dutta, (18) Kishore Medhi, (19) 
Simanta Gogoi, (20) Nurul Haque Laskar, 
(2l)BinodcDas,(22)OsmanAli,(23)Torun 
Sonowal, (24) Partha Pratim Gogoi, (25) 
Prafulla Sarma, (26) Lakshminath Saikia, 


(27) Manoj Saikia, (28) Nripen Sonowal. 
(29) Lakshmi Dutta Lahkar, (30) Sayite 
Islam, (31) Jayanta Hazarika, (32) Nirod ' 
Pathak, (33) Phani Haloi, (34) Debakrishna 
Sut, (33) Manik Kachari. (List prepared at 
author’s request by Adeep Phukan, ex¬ 
president, AJYCP.) 

All those misguided brothers died at the 
hands of minimum force-wielding kinsmen 
from the army and security forces between 
May 15, 1996 and December 31, 1996. 

If these deaths are a "figment of my own 
imagination”, all the rcptuiers of more than 
half-a-dozen daily newspapers must be 
suffering from the same hallucination, for 
the above list has been prepared from 
newspaper reports. Villagers in Assam, living 
in poverty and bemused by consumerisi 
culture propagated by the hot Indian media, 
still have .some self-respect left. When they 
report that army jawans during search anil 
raid operations have taken away money ahJ 
valuables, they are not making it up. As fur 
their molestation and worse of women, there, 
have been allegations that are equally j 
credible, it must he said that magistcri.i! 
enquiries ordered into such incidents liavci 
not yet submitted their reports. But that fact 
il.self aggravates our suspicions. In any ca.se 
there is no doubt that in December 199(i| 
itscifseveral people died after ‘interrogation'i 
in army camps. As for ‘cncountcrdealhs’. ihci 
pattern seems to be the same all over India 

If Yadav wants gory details he only ha' 
tobrowsc through newspaper reports of arm.' 
operations in rural areas. Middle-aged am 
elderly men and women in their 60s and 7(h 
respected teacher s of rural schools and scon- 
of young men and .some young women hai 
been brutally injured in so-called interre^^ 
tions. A typical tnck is to interrogate somcal^ 
until he is on the point of death and then Icav 
him at a police station to breathe his las 

I have no interest in maligning the arm. 
or asserting that all jawans are without excej- 
tion rogues and hooligans. There arc obviou'- 
ly some fine men among the soldiers ani 
officers. But that docs little to brighten tp 
the record. If the army is engaged in develop 
mental activities in the north-ea.st, there will 
be few to complain. But people here do mt 
quite see that as the primary role of the arm. 
which is perceived as backing by violenc 
wrong and oppressive policies. An indirc: 
light is thrown on the reputation of the anr! 
today by the fact that the top army brass: 
bewailing in the national press the lack < 
enthusiasm of the youth for a career in th 
army. Yadav and his bosses had better searcl 
their hearts for an answer to the riddle thi 
while batches of young men and women nil 
death by joining insurgency, they arc 
attracted by prospects in the army. Hoi^d 
is not what one associates with a career i4 
the army today, thanks to the supine surrendQ 
by army brass to squalid political policic>| 
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Means to Other Ends 


I NFRASTRUCTURE facilities are by deFinition means to 
an end. if inadequate, they prove to be bottlenecks to 
growth. If well developed, they facilitate, at best partially 
stimulate, economic development. Few would deny that in 
India the current level of development of such facilities is 
proving to be a bottleneck in the growth process anj 
improvement of the quality of life of the poor. Nor is there 
much difference on the proximate determinant of failure in 
this area, viz, the inability of the state to mobilise and allocate 
adequate resources to an area which has dominantly been a 
■public’ preserve. This limited ‘consensus’ is reflected in the 
India Infrastructure Report produced by the officially 
constituted Expert Group on the Commercialisation of 
Infrastructure Projects and released in a format consciously or 
otherwise designed to solicit attention. But it is used to build 
a case which has implications going beyond the infrastructure 
sector. 

The task of any such group is set out for it. In the present case 
It had to assess the ‘gap’ in the availability of infrastructural 
services relative to estimated requirements, spell out the rule 
which the public sector would have to play in closing that gap 
and detail the sources and means by which the required 
resources are to be mobilised by the different agents expected 
to play a role in the provision of the required facilities, now 
and in the immediate future. On the first count, the report opts 
tor two separate routes: one termed ‘macro-economic’ and 
the other ’bottom-up’. The first of these routes is based on the 
most optimistic assumptions to emerge from the government’s 
staple of ‘projections’. Growth, overestimated at 6-6.2 per 
cent at present, is expected to rise to 7 per cent by the year 
2000-01 and 8.5 per cent by 2005-06, based on a rise in the 
investment rate from 25 to 29 and 31.5 per cent of GCfP. This 
implies that the incremental-capital output ratio (ICOR) is 
expected to decline from its 1990s level of 5.3 per cent to 3.5 
per cent despite (i) the evidence that the years of reform have 
seen a sharp decline in capital productivity and a rise in the 
ICOR, and (ii) the a.ssunplinn that infrastructural investments, 
characterised by high ICORs, would rise from 5.5 per cent of 
GDP to 7 and 8 per cent and from 22 to 24 and 25 per cent of 
total investment. The high GDP projections based on relatively 
low ICOR& allow for ‘modestly higher’ infrastructural 
in vestment-to-GDP ratios to yield an increase i n infrastructural 
investment from Rs 600 bn ($17 bn) to about Rs 1,100 bn 
($30 bn) by 2000-01 and Rs 1,800 bn ($50 bn) by 2005-06. It 
should be clear that behind the statistical pretet.sions of this 
‘projection* lies an exercise in elementary arithmetic based on 
assumptions that are clearly unsustainable. In fact, the figure 
is unsustainable even in terms of the group’s own ‘bottom-up’ 


estimates of requirements in each infrastructure sector, which 
yields a figure which is 40 to 50 per cent higher than the 
‘macro-estimates’. 

However, having arrived at an ‘investment requirement’ 
through this route, the expert group sets about ‘sharing’ that 
inve.stment responsibility between the government, the foreign 
investor and the domestic private investor. After ‘constructing’ 
a trade profile that yields a current account deficit on the 
balance of payments which rises from 1.5 per cent of GDP to 
2.5 and 3 per cent of GDP, it is argued that it is ‘possible’ for 
net capital flows, in the form of external debt and foreign 
direct investment (FDI) to ri.se from $ 7-8 bn to $ 17-20 bn and 
$25-30 bn respectively at the three benchmark points in time 
chosen by the group. Add on the arbitrary assumption that 40 
per cent of such capital “could flow into the infrastructure 
sceWs’’ and we arrive at the position of 15 per cent of the 
investment required being externally financed. Since the 
public sector, though resource constrained, must play a major 
role, its investment, while falling in relative terms from 80 to 
55 per cent of the total, is projected to rise from Rs 475 bn to 
Rs 690 bn and Rs 1,000 bn respectively. The foreign share of 
that investment would range Iwtween 8 and 12 per cent. The 
balance is to be invested by the private sector (Rs 120 bn, 
Rs 380 bn and Rs 800 bn respectively), with external financing 
contributing Rs 10 bn, Rs 40bn and Rs90-100bn respectively. 

Even if the projections of external funds flow arc taken as 
acceptable, the group needs to identify how the domestic 
public and private sectors are to finance their share of the 
investment requirement. Since the ‘commercialisation’ mode 
of the group’s prescriptions require that a fundamental 
antipathy to taxing private profits has to be combined with a 
range of tax concessions for infrastructure sector investors, 
budgetary resources arc treated as ‘hard to find’, especially 
given the reform dictum that the fiscal deficit of the government 
should be reduced sharply. Hence, “budgetary support for 
infrastructure projects has been projected to remain roughly 
constant at Rs 100 on over the next lOycars”.This leaves only 
three other sources of finance for the public sector: internal 
generation of funds by the PSEs (whose contribution will rise 
from the pre.sent 40 per cent to 50 per cent by 2005-06), public 
sector infrastructure borrowing and capital market financing. 
Similarly, in the case of the private sector, which cannot be 
expected to divert too much of its profits to infrastructure 
projects involving lumpy investments, long gestation lags and 
high risks, retained earnings can contribute only 8,28 and 33 
per cent respectively of its rising investment share. Funding 
support from banks and financial institutions would have to 
rise from 20 to 25 per cent of its investment and the domestic 
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capital market must ccmtribute between 30 
and 32 per cent of total private infrastructure 
investment. 

The imidications of these 'projections’ 
should be clear: (i) the environment for 
foreign investment should be rendered much 
more favourably to attract much higher 
volumes of such investment than currently 
received; (ii) the pricing of infrastructural 
services should be rendered flexible so that 
adequate internal resources can be generated 
by the public and private sectors; (iii) the 
government should through sovereign 
borrowing, liberalisation of the institutional 
finance maricet to allow private entry and the 
launch of innovative resource mobilisation 
schemes such as the securitisation of debt, 
fiscal concessions and the provision of 
guarantees as part of a 'public-private 
partnershipgame’, facilitate the mobilisation 
of resources by financial institutions and 
their diversion to the infrastructure area; and 
(iv) the capital market should be substantially 
liberalised to facilitate the generation of 
resources for infrastructure rising from 
Rs 2S0 bn at present to Rs420 bn in 2000-01 
and Rs 720 bn in 2005-06. The net result of 
these means to realising projected outcomes 
is that much of the report has to do with 
financial sector reform and the supportive 
role the .state needs to play in raising private 
savings and ensuring their mobilisation by 
financial intermediaries. 

Thus the case is for the government to 
retreat as investor while aggressively 
facilitating theprivate sector. But facilitation 
does not guarantee that the private investor 
would respond in an area which is both risky 
and not-so-profitable. In fact, the experience 
with liberalisation in this area thus far suggests 
that the expert group's familiar litany of 
prescriptions is unlikely to deliver the 
outcomes its arbitrary projections demand. 
In the event, while the economy would be 
left without the infrastructural support which 
it desperately needs, foreign and domestic 
operators in production and finance would 
be handed concessions they could other¬ 
wise exploit to profit. Infrastructure would 
prove the means to an end in a completely 
different sense from that conventionally 
understood. 

BUDGET-MAKING 

A Crowd Scene 

BUDGET-MAKING is in full swing in New 
Delhi. The finance minister is going about 
the task in his characteristic high-profile 
style, but deep down he must be a troubled 
man. Managing the finances of a federal 
government with a delM overhang so large 
that it pre-empts over one-half of the 
government's revenues to service it is no 
easy matter. And the task is certainly not 


made any easier by the admonitions and 
injunctions freely dispensed by the 13 
constituents of the niling United Front nor, 
let it be added, by the finance minister's own 
penchant for making policy pronouncements 
given the slightest opportunity. The available 
reports of this week's meeting of the UF's 
steering committee and of the National 
Development Council bear this out. 

The UF's common minimum programme 
sets a 'arget of 5 per cent of GDP for the 
fiscal deficit and the finance minister has 
made a habit of affirming his commitment 
to it, though the pitch has been queered for 
him with the oil pool deficit touching 
Rs 16,000 crore already and his friends on 
the Left and the Right .stoutly refusing to 
countenance any hike in petroleum prices, 
no matter that the international price of crude 
oil has zoomed from $ 17 to $ 23 per barrel 
inihe last six months. There are other demands 
he has to meet. The much-publicised .scheme 
to supply foodgrains through the PDS at half 
the normal prices to the poor is estimated 
to cost not less than Rs 2,000 crore in 
1997-98. Then there arc the ailing public 
sectorunits- IDPL.thc fertiliser companies, 
the textile mills - to be revived. On the other 
hand, disinvestment of shares of public 
enterprises, which had seemed such a simple 
way of beefing up the budget, has turned out 
to be a damp squib fortwo years in succession. 
The prime minister has his own compulsions 
- the north-east, the farmeis all over, the 
poorest of the poor and now the modernisation 
of the navy. He is not unduly perturbed 
though, for he is convinced that the private 
.sector and foreign investors are just waiting 
to chip in and take care of the investment 
needs of power, ports and roads. No one 
knows for sure now much has come in and 
where, but Chidambaram's predecessor, 
Mannnohan Singh, who had bankedon private 
enterprise, Indian and multinational, to ready 
the country's infrastructure for the 21st 
century, is now virtually confessing that he 
had backed the wrong horse. 

The deputy chairman of the Planning 
Commission, MadhuDandavate.hashisown 
solution to offer the finance minister: not 
less than Rs 1,00,000 crore of black income 
is generated annually and is just waiting to 
be tapped. The estimate is believed to be that 
of West Bengal's MIT-trained finance 
minister, enthusiastically endorsed by his 
venerable chief minister. Accordingly, 'find 
some way lO ferret out the black money for 
productive purposes' was the mandate handed 
down to the finance minister by the recent 
NDC meeting. Thcie was all-round agreement 
in the NDC that the direct tax base needed 
to be widened. People paying income tax in 
India formed barely 0.8 per cent of the 
population, while the proportion was 85 per 
cent in Denmark and Sweden and 54 per cent 
in Australia, Madhu Dandavate pointed out. 


More people could be brought into the tax 
net, he asserted, if their large expenditures 
on motor cars and such items could be used 
to arrive at their presumptive incomes for 
tax purposes. The Ninth Plan approach 
document, now endorsed by the NDC, has ^ 
similarly drawn attention to the enormous 
potentid of a tax on the gross assets of 
companies. 

Chidambaram and the prime minister, on 
the other hand, have all but committed 
themselves to a review of the altogether more 
modest MAT in their anxiety to revive the 
strKk markets. To replace MAT with a gro-ss 
assets tax would hardly be more acceptable 
to industry and business and the net accretion 
to the exchequer may well prove to be 
uncertain, what with public sector 
undertakings accounting for the bulk of 
corporate fixed assets. 

The notion of taxing presumptive income 
on the basis of expenditure is .scarcely less 
half-baked. Granting that lavish expenditure 
can justify the presumption of large income 
and therefore large taxable capacity on the ’ 
part of the spender, can a tax be imposed 
simply on apresumptive basis without giving 
an opportunity to the taxpayer to rebut the 
presumptive a.s$cs$ment?'ro take thecxample 
of cars, what happens if the car happens to 
be the asset of a business or belongs to o.ie 
already assessed to tax on an i ncome adequate 
to afford a car? Can two persons belonging 
to widely different income levels be assessed 
simply on a presumptive basis derived from 
the ownership of a tangible asset where one 
uses the asset for practising a profe.ssion and 
the other for personal enjoyment? To tax the 
two on the same basis would be iniquitous 
and could even be held to be violative of 
the constitutional requirement of equal 
treatment of equals and, as a corollary,^ 
discriminating treatment of unequals. 

Those familiar with the tax scene in the 
counuy know that the main problem in 
implementing income tax or for that matter 
any tax laws is not so much the lacunae in 
the tax structure or law as the inadequacies 
of the information system and the failure of 
the tax departments to tap all sources of 
relevant information and put the information 
to systematic use. Presumptive taxation too 
will call for first getting to know who owns, 
say, an expensive car or a mobile phone, but 
if that information is available with the tax 
authorities they could as well investigate 
how it was acquired and how it was 
maintained, while without such an inquiry 
the presumption could not stand. 

Finally, while there is no doubt a large 
pool of black wealth, should the government 
offer an amnesty scheme to ferret it out? It 
is naive to imagine that amnesties can help 
without a credible threat, before they are 
offered, of detection of tax evasion. On the 
other hand, amnesties impair taxpayer 
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morale and sap revenue productivity for long 
periods. What is worse, loose talk of tax 
amnesty from responsible quarters gives a 
wrong signal and dampens the incentives to 
comply even on the part of honest taxpayers. 
There have been many tax amnesties in India 
since independence, but none has produced 
any worthwhile results. 

For widening the tax base and securing 
better compliance, the only way is to have 
a reasonable tax structure, simple laws and 
a friendly but honest and efficient tax 
administration. It is well known that Indian 
income tax law is a jungle and tax officers 
are far from friendly. Chidambaram has set 
up an expert group to rewrite the income tax 
law and another to do the same to the 
Companies Act with fairly wide mandates. 
But he is a man in a hurry and also acutely 
conscinu.s of his public image. So he cannot 
resist the temptation to make impromptu 
announcements of tax relief packages that 
cannot but clutter up the laws further. He 
IS al.so eager to make promi.ses such as that 

^ the tax law and the company law would be 
brought together without waiting to see what 
the expert groups he has himself appointed 
have to say. He has, meanwhile, set up yet 
one more group to review fiscal incentives 
for .saving and asked it to submit an interim 
report in 1 5 days, no doubt hoping forinstant 
wisdom for the forthcoming budget. 
Rewriting of tax laws is currently under 
way in several countries (UK. Au.stralia 
and New Zealand, forcxample) but nowhere 
IS the task being approached quite so 
cavalierly. 

FAMILY WELFARE 

Beyond Targets 

^EVER since the early 1980s literature has 
been growing on the evaluation methods 
used in the family planning/welfare 
programme, especially the target approach 
which defined quantitative targets for every 
level of FP functionaries. There was 
increasing evidence that not only was the 
target approach inefficient in assessing the 
performance of the programme, but that it 
was in fact instrumental in keeping people 
away from the programme and in building 
distrust of FP functionaries among the 
‘target’ group. This plus the fact that the 
supposedly successful programme was not 
registering a lowering of birth rates led to 
much brainstorming and the evolution of 
what has been termed the target-free approach 
in the family welfare programme. 
Implemented from April last, the approach 
abandons numerical and quantitative targets 
and focuses on numerous qualitative 
objectives, the most important among them, 
m keeping with the new reproductive health 
strategy now incorporated as part of the 


health programme, being improving the 
health status of women. At least that is the 
stated overall objective. 

Not unexpectedly, however, the real 
objective is still reduction of the birth rate. 
It is, of course, possible to argue that the 
conventional family planning objectives and 
improvement of women's health need not be 
contradictory aims. After all, it has been 
shown over the decades that one reason for 
the fai.ure of the FP programme was in fact 
lack of attention to women's health. However, 
what has happened in the past and continues 
to be the case now is the subordination of 
women's health and social needs to the FP 
objective of reduction in numbers. 

To take just one illustration, the issue of 
maternal health. According to the Survey 
of Causes of Death, the Registrar General 
of India's annual report, the main direct 
caases of maternal mortality in 1993'in rural 
India were haemorrhages (23 per cent) and 
infection and eclampsia (25 per cent). 
Anaemia figuring as an indirect obstetric 
cause accounted for 20 per cent of maternal 
deaths. The direct causes show lack of 
antenatal care and availability and 
accessibility of emergency child-birth 
facilities and the indirect causes are a 
consequence of malnutrition rooted in social 
causes and of infection. Given this, it is not 
illogii. il for the new approach to emphasise 
the provision of antenatal care and the 
coverage levels achieved by ANMs as a 
qualitative indicator of performance. 
However, although the manual for the new 
approach listsexpansion of adequate facilities 
for child-birth as a necessary component of 
the new approach, reports say that there have 
been little or no additional financial 
allocations made so far for this. Also, that 
some of these supposed ‘objectives' will 
remain on paper is clear from the fact that 
one of the stated aims of the new FW 
programme is to increase the number of 
child-births in institutions. While the 
provision of emergency obstetric facilities 
is necessary, whether institutional births are 
a must for the Welfare of mother and child 
is a moot question, even if one were to 
exclude from the discussion the western 
feminist perspective of eschewing all 
institi-'ional intervention in child-birth as 
being ‘inhumane and not women-friendly'. 

Interestingly, however, while maternal 
mortality and morbidity is a major cause for 
concern and, therefore, intervention, it is a 
fact often overlooked that maternal mortality 
accounted for only 0.9 per cent of all deaths 
among women in rural India in 1989. More 
significantly, maternal causes account for 
only 10 per cent of deaths in the age group 
1S-24, a period of high fertility. Today, when 
it is clear that reduction of maternal mortality 
will come from institutional interventions 
and the expansion of facilities including 


antenatal care, there is a case for exploring 
the other reasons for women's mortality and 
morbidity. For example, a shocking fact is 
that respiratory diseases cause 14 per cent 
of deaths among women in this age-group. 
There is now enough initial documentation 
to show that wood-smoke to which a large 
proportion of rural women are exposed not 
only causes respiratory distress and illness 
but also puts a strain on the heart. In fact 
the age of onset of lung diseases (including 
tuberculosis) is lower among women than 
amongmen. Thoeisalsosignificantevidence 
linking impaired foetal development and 
perinatal deaths to nuitemal exposure to 
pollutants such as from kitchen smoke. 
Occupationally, too, women are exposed to 
particular health hazards which cause chronic 
back problems, asthma, allergies, etc, which 
have not been properly documented. There 
is also data that blood smear positivity rale 
(for malaria) for women in PHCs was higher 
than for men - leading to one of these 
conclusions: either malaria is more prevalent 
among women or more women who have 
malaria come to the PHCs (that is, they seek 
help once thedisease condition persists, hence 
making for the high positive results). 
Similarly, there is enough evidence to show 
that while the pathological picture of adisease 
may be the same for men and women, the 
actual course of the disease may be different 
for the sexes for reasons outside the conven¬ 
tional understandingof medical intervention. 
However, it is a fact that the health functionary 
has never been trained to view women's 
health from, in short, a woman's perspective. 
And it is possible to change this within the 
medical system, even without converting a 
‘health' worker into a ‘social activist'. 

In other words, it is necessary to underline 
the fact that the target-free approach is only 
aimed at increasing the number of acceptors 
for family planning and not directly, or in 
fact even indirectly, at improving women's 
health. Given this, whether it will be less 
oppressive and demeaning for women than 
the earlier approach is yet to be seen. On 
the other hand, there is a clear case for 
constituting a women's health programinc, 
including reproductive health and 'family 
planning’ (contraceptive services) as one 
small component. 

RAJASTHAN 

BJP on the Defensive 

AN attempt is being made to dislodge Bhairon 
Singh Shekhawat’s Bharatiya Janata Party 
government in Rajasthan on the eve of tlw 
winter session of the assembly. A couple of 
ministers have tendered their resignations 
and a few MLAs have joined the rebel camp. 
Shekhawat's government, whose wafer-thin 
majority has repeatedly made it vulnerable 
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to destabilisation fOtempts, faces yet another 
crisis of survival. 

Efforts are on to give the activities of the 
rebels the trappings of a Waghcla-type 
rebellion. Punja Lai Gara.sia, minister of 
state foriirigation, announced his resignation 
when chief minister Shckhawat had left for 
the US for heart surgery. In Gujarat too, the 
trouble had started to brew when the then 
chief minister Keshubhai Patel was away in 
the US. The rebels in Raja.sthan have raised 
the banner of revolt alleging that Shckhawat 
has neglected the welfare of the backward 
sections. This is the ostensible reason put 
forward by both the resigning MLAs. Clearly, 
an attempt is being made to project Shekhawat 
as favouring the rajputs and hence to rally 
MLAs against him on OBC>dalit card. 
Moreover, Bhanwarlal Sharma, who got 
elected on the JD ticket in the recent assembly 
by>election for Sardarshahar seat, is 
projecting himself as a Waghela-in-the- 
making. Like Waghela, he claims to have 
been expelled from the BJPfor ‘indiscipline' 
and like Waghelais thirsting for ‘vengeance’. 

There are other important elements in the 
Rajasthan developments. Neither of the two 
MLAs who have resigned were BJP MLAs 
in the proper sense. The BJP which had won 
93 seats in 2(X)-seat assembly formed the 
government to begin with by including four 
Independent and three Janata Da! MLAs. 
Punja Lai as well as the other two MLAs. 
Gopichand Gujar and Rewat Ram Panwar. 
who have rebelled arc former Janata Dal 
members, while Shashi Dutt, the other MLA 
to resign, is one of the eight Independent 
MLAs included in the ministry. Though the 
rebels are claiming a sizeable number of BJP 
MLAs on their side, as yet no BJP MLA has 
openly aligned with the rebels. Secondly, the 
charge that Shekhawat has neglected the 
cause of the backward classes is too 
transparently concocted. In fact, the 
Shekhawat government's record in 
maintaining law and order and in 
implementing poverty alleviation and 
drinking water supply schemes has been 
generally regarded as above average by the 
standards of past governments in the state. 

The BJP, on the other hand, is leaving no 
stone unturned to counter the rebels ’ efforts. 
A three-day state-level conference beginning 
from January 17 to sort out intra-party 
differences is being organised. After the 
Waghela episode, the BJP'scentral leadership 
is on the defensive and is keen to avoid 
another debacle in Rajasthan. At the recent 
BJP-RSS conclave in Virar, though party 
president L K Advani spoke of growing 
organisational indiscipline, he admitted there 
can be legitimate grievances of the dissidents 
and assured the latter that they will not be 
victimised on grounds of ‘indiscipline'. The 
conciliatory attitude adopted by the party 
leadership and the undiminished stature of 


Shekhawat in the state might help the party 
tide over the crisis this time. 

TRADE UNIONS 

RiseofmeBMS 

A correspondent writes: 

THE emergence of the KSS-affiliate BMS 
(Bharatiya Mazdoor Sangh) as the largest 
trade union organisation in the country, 
according to the latest figures officially 
released by the labour ministry, should be 
an eye-opener to the Left and other secular 
leaders of the Indian trade union movement. 
Although the system of venfication of union 
membership (under which the BMS has 
lopped the li.st) can surely be faulted for 
allowing the acceptance ot exaggerated 
claims by trade unions (on the ba.sis of which 
the Registrar of I'rade Unions usually ranks 
the unions), it had been an indicator over 
the years of the general trend in unionisation 
and the political tendencies of the working 
cLiss to some extent. 

The recent figures which have catapulted 
the BMS to the top position can be read as 
a reflection of the gradual decline in the 
interventionist capacities of the Left and 
centrist trade union leaders and a 
corresponding increase in the appeal of the 
more mihtant stance of the Sangh activists 
among a new generation of workers in the 
organised sector, whose values and norms 
aredif.crent fromthoscoftheir predecessors. 

On the one hand, large-scale retrenchment 
of workers, closure of sick industrial units, 
and changes in the industrial sector in the 
wake of structural adjustments(against which 
the c.stablishcd Left and centnst trade unions 
could not mount any effective resistance) 
have dislocated the traditional base of these 
unions and deprived them of their support 
from this .section of workers. On the other 
hand, the workforce engaged in many major 
industries today have been de-ideologised to 
a large extent and are motivated by sectarian 
self-interest which makes them cluster 
around regional-chauvinist or religious 
hindamentalist politicians. Given this psyche, 
it is no wonder that these workers would 
gravitate towards the Sangh parivar. The 
premonition of this was available during the 
communal riots in 1992 and early 1993. 
when workers in industrial areas of Bhopal. 
Ahmt Jabad, Surat, Mumbai and even 
Calcutta, wt.e found actively joining the 
rioters in looting and killing Muslims, some 
among whom were their own comrades on 
the shop-floor. The most ominous signs of 
the communalisation and political 
degeneration of the working class can be 
found in a city which at one time was the 
stronghold of the Left trade unions with a 
glorious saga of heroic struggles, Mumbai. 
Today, it is the Shiv Sena goons and the 


mafia-politician nexus which appear to 
command the loyalty of the industrial workers 
there - either by the imposition of their muscle 
power or by bribing them with promises of 
self-advancement (as distinct from the earlier 
cause of advancement of class interests). 

The Left trade union leaders must ask 
themselves how things could come to such 
a pass in Indian labour politics. The rise of 
the BMS today cannot be di.smissed as a 
manipulation of figures - a response usually 
resorted to by the piqued Left. The BMS had 
been working on the labour front for quite 
a long time, initially keeping a low profile, 
while preparing a tight-knit organisation and 
gradually worming itself up into the insecure 
psyche of the industrial proletariat, which 
has enabled it to climb up to the top. The 
BMS was formed by RSS ‘swayamsevaks’ 
in I9SS. But it began to move into a mure 
activiiit phase from August 1963, when it 
collaborated with the Mind Mazdoor Sabha 
(the then Socialist Party affiliate which was 
strong in Mumbai trade unions in those days) 
to organise the city’s bank workers. True to 
the RSS practice of nding piggyback on 
democratic movements launched by other 
political parties and expanding its ba.se 
through them (as it was to do during the anti- 
Emergency agitations and manage to work 
Its way up into the Janata government that 
came to power in 1977), way back in 1963 
also the RSS swayamsevaks headed by 
Dattopant Bapurao Thengadi in the RMS 
gained an entry into Mumbai’s trade union 
politics, ironically enough, through the 
socialist Hind Mazdoor Sabha. Thanks to its 
collaboration with the latter, the BMS 
expanded rapidly, from 30,(X)0 members in 
1963 to 4,25,000 in 1969. Although its main 
base consisted of the white collar workers 
(the bank employees, for instance), n 
gradually expanded into the textile and 
transportation workingclass basein Mumbai 
and into industrial belts in the Hindi-speaking 
states. By 1980, the BMS had emerged as 
the second largest trade union organisation 
(after the Congress-affiliated INTUC) with 
an all-India membership of 18.79,728. 

Apart from these statistical trends 
indicating the rise of the BMS (which of 
course can be challenged by the other trade 
unions), the stark facts relating to the 
communal behaviourof sections of the Indian 
industrial proletariatduring the 1992-93 riots 
tend to confirm the popularity of the Sangh 
panvar among these sections. Besides, the 
BMS sells a pot-pourri of corporatism and 
syndicalism (its slogan being; -‘nationalise 
labour; labourise industry; industrialise the 
nation’) which keeps happy the employers 
(who in many industries patronise the BMS) 
as well as the workers. A combination of 
these various factors could help explain the 
rise of the BMS in the present ideological 
wilderness of trade unionism in India. 
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CURRENT STATISTICS 


EPW RESEARCH FOUNDATION 


De&pii« copious rainfall, toodgrains output in 1996-97 (190 mn tonnes) is expected to be lower than in 1994-95 (191.1 tan tonnes) The continued tugnauon in the 
production of coarse cereals and pulses stands out However, non-foodgraint output generally shows an uptrend There has been a drastic fall tn wheat procurement m 
the 1996-97 season and public food stocks have come down by over 10 mn tonnes in the past year In industry, infrastructure industries have suffered a significant 
setback this year Employment exchanges data show a fractional edging up of placements as pcicentage of registrations 

^Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82= 100) 
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Cost of Living Indices 
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Money and Banking (Rs crore) 


Money Supply (M,) 
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Index Numbers of Industrial Weights 
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C* Renamed index since Oct 14, 1996, compared with the earlier National Index (1983-84=100) 


Foreign Trade 


November 

1996 


Fiscal Year So Far 
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Agriculture 


Balnfall 

35 Meteorological divisions 

1996 
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Production 1996-97* 

(Agricultural Year) 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

Total Foodgrains (mn tonnes) 

190.0 
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26.4 

Total pulses (mn tonnes) 

- 

13.0 

14.1 

13.3 

12.8 

12.0 

14.3 

12.8 

13.8 

11.0 

Kharif' 


4.9 

4.8 

5.4 

5.6 

4.4 

5.4 

5.5 

5.6 

4.4 

Rabi 


8.1 

9.3 

79 

7.2 

7.6 

8.9 

7.3 

8.2 

6.6 

Oilseeds (mn tonnes) 

23.4 

22.0 

21.4 

21.5 

20.1 

18.6 

18.6 

16.9 

180 

12.7 

Sugarcane (irm tonnes) 

272.0 

280.5 

271.2 

229.7 

228.0 

254.0 

241.0 

225.6 

203.0 

196 7 

Raw cotton (lakh bales of 170 kgs each) 

155.0 

130.9 

121.0 

107.4 

114.0 

97.0 

98.0 

il4.0 

87.0 

64.0 

Jute and mesta (lakh bales of 180 kgs each) 

92.0 

89.0 

94.5 

84.2 

86.0 

103.0 

92.0 

83.0 

79 0 

67.8 


Procurcmeiit of FuodaraliM Un to December 2 

(mn tonnes) 1996-97 1995-96 1995-96 

1994-95 

1993-94 

1992-93 1991-92 

1990-91 1989-90 

1988-89 1987-88 

Total (April-Morch) 



23.0 

25.3 

27.2 


23.9 20.2 

14.1 

14.9 

Rice (October-September) 

4.87 

4.06 

10.0 

13.7 

14.3 

13.1 10.2 

12.7 11.8 

7.7 

6.9 

Wheat (April-March) 

8.18 

12.32 

12.3 

11.9 

12.8 


7.8 11.1 

9.0 

6.5 

Ofliake of Foodgrains (mn tonnes) 


Oct 

Oct 

Cumulative for 





(April-March) 


1996 

1995 1 

1996-97 1 

1995-96 1995-96 1994-95 1 

1993-94 1992-93 

1991-92 1990-91 

Trrtal (ii>cl coarse'groins) 


2.1 

1.9 

13.3 


25.8 18.7 

17.9 17 2 

19.2 

16.1 

Rice 


1.1 

0.9 

7.2 

5.3 

13.5 8.6 

9.0 9.4 

10.1 

7.9 

Wheat 


1.0 

1.0 

6.2 

5.1 

12.2 10.1 

8.9 7.7 

9 1 

8 2 

Food Stocks with Govt Agencies (mn tonnes) Oct 

Oct 







(April-March) as at the end of the period 

1996 

1995 

1995-96 

1994-95 

1993-94 1992-93 

1991-92 1990-91 

1989-90 1988-89 

Total (incl coarse grains) 


21.1 

31.3 

23 3 

27.7 

22 2 14.7 

12.2 17.3 

11.6 

7.4 

Rice 


11.6 

15.3 

14.6 

18.9 

14.7 11.0 

9.8 112 

7.9 

4.7 

Wheal 


9.5 

15.9 

8.7 

8.8 

7.3 3.0 

2.4 5.8 

3.6 

2.7 

Industrial Production 

InDrastructure Industries 

Oct 

Variation Over 

Cumulative for Fiscal 





1996 

Month 


Year 

Year So Far 

1995-96 1994-95 

1993-94 



Ago 


Ago 

1996-97 

1995-96 





Coal (mn tns) 

23..54 

3.25(16.0) 

2.23(10.5) 

145.1(9.6) 

132.4(7..3) 

270(16.4) 

25.3.7(3.2) 

246.0(3.4) 

Electricity Generation (mn kwh) 

33088 

1977(6.4) 

1402(4.4) 

2244.53(3.1) 

217794(10.1) 

379684(8.2) 

351025(8.5) 

.323323(7.4) 

Hydel 

6630 

-1013(-13.3) 

-l81(-2.7) 

43412(-7.9) 

47150(-9.2) 

72223(-l2.5) 

82511(17 3) 

70311(10.8) 

Thermal (incl nuclear) 

26458 

2990(12.7) 

158.3(6.4) 

181041(6 1) 

170644(17.2) 

307461(14.5) 

268514(6.1) 

253012(9.4) 

Plant load factor (^ cent) 

61.2 

- 

- 

61.5 

60.1 

63.0 

60.0 

61.0 

Crude Petroleum (000 Uts) 

2630 

73(2.9) 

-289(-9.9) 

I8468(-10.2) 

20567(13.6) 

.3456.3(7.2) 

322.39(19.2) 

2701.5(0.-3) 

Petroleum Products lOOO ms) 

5370 

765(16.6) 

298(5.9) 

35959(4.5) 

.34400(4.2) 

58578(3.6) 

56534(3.9) 

54344.1.6) 

Saleable Steel (main plants) (000 ms) 1170 

8(0.7) 

12(1.0) 

8049(3.3) 

7789(10.6) 

13982(8.9) 

128.39(8.3) 

11860(4.7) 

Cement (000 ms) 

5728 

317(1.9) 

279(5.1) 

42977(11.2) 

38661(9.7) 

69309(11.2) 

62355(7.6) 

.5783.3(6.8) 

Fertilisers (N) (000 tns) 

764.4 

34.9(4.8) 

36(4.9) 

4695(-5.0) 

494.3(11.1) 

8777(10.5) 

794.5(9.2) 

7230(-2.7) 

Fenilisers (P,0,) ((XX) ms) 

241.0 

15.2(6.7) 

23.4(10.8) 

1389(-6.2) 

1480(9.7) 

2558(2.6) 

249.3(37.3) 

18l6(-20 8) 

Revenue earning goods tisdfic on 









railways (mn tns) 

33.6 

1.6(4.7) 

2.4(7.7) 

227(6.7) 

213(5.7) 

391(7.0) 

36.5(1.9) 

351(0.3) 

Employment 

Employment Exchange Statistics 









(000) 



1995-96 1 

1994-95 1993-94 1992-93 

; 1991-92 1 

1990-91 1989-90 1988-89 


Number on live registers (end-period) 37434 36973 3682S 3663S 36039 36306 36SS2 34890 33249 30305 

Number of legistrationt 2166 2080 5883 5931 5667 5100 6079 6404 6823 6010 

Number of placements effected 79 68 219 212 216 229 259 253 294 312 

Placements as percentage to registrations 3.6 3.3 3.7 3.6 3.8 4.5 4.3 4.0 4,3 5.2 

Nous'. (I) Superscript numeral denotes month to which figures relates, e g. superscript 12 stands for December, (ii) Figures in brackets are percentage 
variations over the period specified or over the comparable period of the previous year. 


(-) means not available * Based on reports 
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COMPANIES_ 

MAFATLAL INDUSTRIES 

Major Restructuring 

MAFATLAL INDUSTRIES, the flagship 
company of the Arvind Mafatlal group, saw 
a dismal performance in 1995-96 with net 
profit tumbling by 88.6 per cent over the 
previous year trom Rs 34.2 crore to a mere 
Rs 3.9 crore. Tlie company, into which 
Mafatlal Fine Spinning and Manufacturing 
Company was merged from April 1, 1993, 
could declare a dividend of only 15 per cent 
in 1995-96 compared to 35 per cent in the 
preceding two years Moreover, it had to dip 
into its reserves in order to distiibule the 
dividend, thus leading to an erosion in its 
net worth Con.sequently, the company ’ s b' tok 
value loll from Rs 642 8 per share in 
1904-95 lo Rs 630.7 per shaie (face value 
Rs |(K) per shaie) 

f During the ycai under review, the 
lompany's net sales incieased by 9,7 per 
cent and v.ilue of pioduction increased by 
S 2 per cent With a sharp rise in operating 
c.\|Kmses, operating profit tell by 17.8 per 
cent A sharp use m interest charges (u|) 22 
per cent) added to the company ’ s woes. With 
poor olftakc ol textile products, higher 
inventonesotlinishedgcMHlsIiadtobe earned 
winch led to an increase in the interest cost 
ol the working capital Further, with immy 
of the company's protects being in the initial 
stages of start-up, it has had to make 
signiticani investments, high interest cost 
notwithstanding. 

I ports I rom the text i le di vision improved 
by SIX pel cent Theie.slmctunngbeingcamed 
out inthisdtvision iscx|)ectcd to be completed 

irhy 1997-98. 

The comnany has now set out on a lai- 
leaching k. structuring programme which 
includes moving out of non-core areas which 
do not have a synergistic fit with its mam 
business. The prog'amine also includes 
linancial restructuimglohrmgdown interc.st 
cost and major operational performance 
improvements. The company plans to bring 
down financial costs by reducing its 
borrowings through partial or total 
disinvestment in .some businesses and by 
leveraging its prime real estate. Major 
operational improvements involvedra.stii;atly 
cutting cost.<iand boosting pruducti viiy levels. 

As the cost advantages and exci.se evasion 
of the decentralised sector make composite 
mills, such as those owned by the company, 
uncompetitive, Mafatlal Industries plans to 
consolidate the manufactunng facilities for 
domestic production into one factory (from 
the existing three) thereby effecting cost 

I reduction. Increased outsourcing will also 
help to compete aggressively on the strength 
of the company's brand name. In the textile 
division, the company plans to quintuple 


production capacity for yam dyed shining 
in the next two years; go in lor higher value- 
added voiles with the help of Wacngi of 
SwiUerland; consolidate its leadership in the 
work wear segment by increasing production 
and improving quality; and commission a 
joint venture with Burlington Industries, US, 
for manufacturing denim. 

The company’s chemical division, unlike 
Its overall performance, saw a more than 40 
per cent increase in turnover and a 48 per 
cent increase in exports over the previous 
year. The division also intensified its research 
and development activities for development 
of new products and pioccsses. 

Tlie plastic processing machinery division 
sold 116 injection moulding machines out 
of which four machines were exported to 
Japan. The company has negotiated with 
Haiicnfeld (ImbH, Germany (the second 
largest manufacturer m ihe world for plastic 
processi ng machi nery) lo form ujuini vcniure 
wherei n the company' s di vi sion wi 11 be hived 
oil to the new company. Baitenfeld is 
expected to hold a 51 per cent stake although 
Mafatlal Industries will have the option to 
increa.se its stake to 51 per ccni at a premium 
lo be decided by the board oft he joint venture. 

Meanwhile for the first six months of Ihe 
curicnl year, 1996-97, Mafatlal Industries 
has again perlormed poorly with net profit 
fal I ing by 41.4 jiercenl over the corresponding 
penod last year, though lumover has remained 
constant. 

INDO RAMA SYNTHliTirS 

Rise in Interest Costs 

Indo Rama Synthetics saw a dismal 
performance in 1995-96 with its net profit 
|)lummetinghy91.8perccnt overlht previous 
year. This was despite an almost three-fold 
increase in net sales and value of production 
duiing Ihe year and a 153.2 pci cent rise in 
operating profit»Thc mam culprits were the 
.steep risesin interest cost(up402.5 jiercent) 
and dcpreci ation charges (up 391.2 per cent). 
Tlie company’sbotlomline fell from Rs 13.8 
crore last year to a mere Rs 1.1 crore. 

The sharp rise in turnover was mainly due 
to the commissioning of the 67.(XX) tonnes 
jicr annum (tpa) polymer project in March 
1995. The company performed well on the 
pmduction level withits spun yam production 
going up by 28 35 per cent approximately 
on an annualised basis. The new polymer 
division produced 45,809 tonnes of polymer 
products, thus achieving 80 percent cajiacily 
utilisation in the first year of operation. 
Operating margins conti nued to remain under 
pressure with the increased input cost of 
purified tcrcphthalic acid (PTA) which the 
company was unable to pass on to the 
customers and the corresponding realisation 


EPW Research Foundation 


rates of linished products did not increase 
in the same proportion 

Despite us poor performance, the compiuiy 
declared a bonus in the ratio of one share 
for every two held and also maintained the 
dividend at last year's 22 5 jicrcent. Natural¬ 
ly, it had tudip into reserves forthis. resulting 
in a fall in bonk value jier share from Rs 58 
last year to Rs 37.1, At a time when its 
eaimngs jier share fell from Rs 2 4toRs 0.0*1, 
this scums to have been a strange decision 
loi the company. 

The company successlully placed its 3> 50 
million GDR issue in internalional markets 
at a price ot $ 11 4 per GDR. This entailed 
allotment ol 4,.39,75,380 underlying equity 
shares ol Rs 10 each The GDRs are li.sleil 
on the Luxembourg Stock Exchange. The 
company's equity has lurthei increased altei 
the year end following the rights i.ssuc of 
2,57.93,117 equity shares aggregating 
Rs 103 2 crore 

Meanwhile, Ihe impleiiiciitalion ol the 
second phase cxjiansion lor nianu1<icluie of 
polyestei onented yarn (W)Y), polyester 
staple fibre (P.SF) and polyestei chijis with 
an enhanced capacity ol 4130 tonnes per day 
(Ijxl) IS in full swing. This project, when 
comjslcted, will take the company’s total 
polymci cajiacily to 678 ijxl, i e, 2,37.3(X) 
tpa The fust line ((’P-2) ol the second phase 
expansion and the .second line (TP-3) are 
expected to be completed in 1996-97 The 
company is also selling up a PTA plant with 
a cajiacity ol 3,50,(X)0 mtpa in order to cater 
to Its growing internal needs The balance 
PTA will be marketed in the domestic and 
international markets. 

GOODl,AS.S NEROLAC 

Growing Competition 

Goodlass Ncrolac, a 'Tala Forbes group 
company and the market leader in the 
industrial jiaint industiy. jiurloimed well in 
1995-96 with a 21 7 per cent rise in net sales 
and a 30.8 per cent rise in Us net profit over 
the previous ycai. ’The coinjiany’s product 
mix consistsol paint.s/vamishcs/enaincls/oils 
which contribute up to 95.5 per cent of total 
levenuc; organic pigments which contribute 
uji lo 4.6 jiei cunt ol total revenue; and 
inorganic pigments, nic company’s major 
clients include such names as Maruti,Telco, 
Mahindra & Mahtndra and Uajaj Auto. 

The company, which has a 4.3 pci cent 
market share in the industrial paints segment, 
saw Its value ol production nsc by 25 9 per 
cent during the year and despite a 27.4 per 
cent nsc in manufacturing expenses, managed 
to post a 23.1 percent higher operating profit 
by keeping tabs on its olhci operating 
expenditure. Though ihc company’s total 
borrowing increased by 58.7 per cent dunng 
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The Week's Companies 

(Rs lakh) 



Mafatlal 

Industries 

Indo Rama 
Synthetics 

Goodlass 
Nerolac PA 


March 

1996 

March 

1995 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

Income/appropriations 

1 Net sales 

72293 

65907 

68630 

17588 

32009 

26304 

2 Value of production 

75105 

69386 

72700 

18492 

3.3469 

26590 

t Other Income 

3263 

2900 

1629 

299 

29.3 

120 

4 Tolal im time 

78368 

72286 

74329 

18791 

.33762 

26710 

5 Raw materials/slorcs and 
spares consumed 

36734 

32843 

.54812 

11391 

16259 

12629 

6 Olhei manufacturing expense.^ 

13717 

12457 

3927 

1.3.57 

3374 

2777 

7 Remuneration to employees 

9564 

9007 

1503 

694 

1847 

1730 

8 Other expenses 

11042 

9084 

6162 

2219 

8186 

6247 

9 Operating profit 

7311 

8895 

7925 

3130 

4096 

3327 

10 Interest 

8931 

7320 

5507 

1096 

915 

780 

1 1 (!ro.\s profit 

.31 39 

5994 

3522 

2070 

3246 

2583 

12 Uepreciation 

2729 

2553 

3409 

694 

436 

370 

13 Profit before itu 

390 

3422 

113 

1376 

2810 

2213 

14 Tax provision 

- 

- 

- 

- 

1060 

875 

15 Profit after lax 

390 

.3422 

113 

1.376 

17,50 

1.3.38 

16 Dividends 

842 

1487 

17.36 

775 

5.36 

536 

17 Retained profit 

-452 

1935 

-1623 

601 

1214 

802 

Llabilitics/assets 

18 Paid-up capital 

6199 

4999 

12995 

.5716 

1073 

107 3 

19 Reserves and surplus 

26531 

27134 

351.50 

27452 

5557 

4.361 

20 Long-term loans 

29187 

2899? 

73922 

.39096 

4232 

22(8) 

21 Short-term loans 

2.3466 

15889 

16862 

11996 

2414 

1987 

22 (Jf which bank borrowings 

18046 

13189 

I6II2 

11996 

2414 

1987 

2.1 Gross lixed assets 

.35080 

30878 

129289 

72858 

5436 

49.39 

24 Accumulated depreciation 

13680 

11662 

6888 

3146 

2149 

1702 

2S Inventories 

20727 

20497 

11720 

8514 

6492 

4532 

26 Total a.ssets/liabilities 

103666 

91787 

169451 

901.34 

20080 

14992 

Miscellaneou.s ilcm.s 

27 Excise duty 

6807 

6372 

1591.3 

2.364 

6458 

6730 

28 Gross value added 

25627 

25679 

10.527 

.3728 

6044 

5172 

29 Total foreign exchange income 

27612 

25074 

19349 

9414 

628 

1 138 

.to Tolal foreign exchange outgo 

9107 

8077 

57629 

20795 

.3928 

.3061 

Key nnanrial and performance ratio.s 

31 Tumovei ratio 

(sales to total assets) (%) 69 74 

71 81 

4(1.50 

19 51 

1.59 41 

175 45 

32 Sales to total net assets (‘3 ) 

84 ()7 

85 57 

49,40 

20 87 

241 10 

273 40 

t3 Gross value added to 
gross fixed assets (%) 

73.05 

83 16 

8.14 

5 12 

111 18 

104 72 

34 Return on investment 

(gross profit to total assets) (%) 

3.0.3 

6 53 

2 08 

2..30 

16 17 

17 23 

35 Gross profil to sales 
(gross margin) (%) 

4 34 

9.09 

5.1.3 

11.77 

10.14 

9.82 

36 Operating ptofii to sales (%) 

10 II 

13 .50 

11..55 

17.80 

12 80 

12.65 

37 Profit before lax to sales (%) 

0.54 

5 19 

0 16 

7.82 

8 78 

841 

38 Tax provision to 
profit before lax (%) 




. 

.37.72 

.39 54 

39 Profit after tax to net worth 
(return on equity) (%) 

1 19 

10 65 

0.23 

4.15 

26 40 

24.62 

4(1 Dividend (%) 

15.00 

35.(8) 

22.50 

22 50 

50 00 

50.00 

41 Earning per .share (Rs) 

5.96 

68.45 

0.09 

241 

16.31 

12 47 

42 Rook value per share (Rs) 

630 73 

642 79 

37 05 

58.03 

55 52 

44.18 

43 P/E ratio (ba.sed on latest and 
corresponding last year's price) 

41.94 

6.65 

287.50 

14..54 

13.49 

19 25 

44 Debt-equity ratio 

(ad|usled for revaluation) (91) 

89 18 

90.24 

1.'’3..54 

117.87 

71.04 

46 40 

45 Short-term bank borrowings 
to invenlories (%) 

87 07 

64 35 

1.37.47 

140.90 

.37 18 

43 84 

46 Sundry creditors to 
sundry debtors {%) 

68 15 

68.47 

180 46 

115.98 

126.48 

121 ag 

47 Total icmuncration to employees 
to gross value added (%) 

37..32 

35.08 

14.28 

18 62 

.30 56 

.33.45 

48 Total remuneration to employees 
to value of production (%) 

12.73 

12.98 

2.07 

.3.75 

5.52 

6 51 

49 Gross fixed assets 
formation (%) 

13.61 

7.89 

77.45 

127.54 

12.45 

20.75 

50 Growth in inventories (%) 

1.12 

43.11 

37.66 

95.72 

43.25 

20.98 


the year under review, interest charges 
increased by a comparatively lower 17.3 per 
cent. Depreciation and tax provisions were 
higher by 17.8 per cent and 21 1 per cent, 
respectively, over the previous year. 

During the year under review, production u 
tif paints/vamishe.s/enan[iels increased by 28.3 ' 
per cent to 22,611 tonnes while that of 
inorganic pigments improved by 1.7 percent 
to 1.146 tonnes. Production of organic 
pigments, however, fell by 13.5 per cent. 
Production of synthetic resins (for internal 
use) incrca.sed sharply by 27 per cent over 
the previous year to 7,408 tonnes. 

The company is currently setting up a new 
paint factory in Maharashtra at a total cost 
of Rs 48 crore. The new paint plant which 
will have a capacity of 24,(K)0 kilo litres per 
annum is expected to go on stream by 
February 1907. The company piesently has 
a total capacity of45.000 tonnes per annum 
of paints at its tour plants inMumbai, Kanpur. 
Saurashtra and Chennai. The company plans 
to Finance the project through a rights issue 
and internal accruals to the extent of Rs 18 
crore while the balance amount is being 
brought in through a rupee tenn loan of 
Rs 30crore Ironi the Industrial Development 
Bank of India (IDBI). Following the rights 
issue, which was made in the ratn/ of 1:3 
at an issue price of Rs 70 per share, and a 
private placement ol 10 lakh equity shatC'i 
of an aggregate value ol Rs 25 crore with 
a eluteh of foreign and domestic institutional 
inve.stors. the company's equity capital has 
incicased to Rs 15.3 crorc (up42.7 per cent). 
The rights issue will also tinance a new 
maiuitactiiiing unit in Haryana in addition 
tocasing the increased workingcapilal needs 
ol the lirm. 

Meanwhile, with a slowdown in the growth 
ol industrial produetioninthe paints segment 
and intense competition, the company's profit 
margins have reportedly come under pres.sure. ’ 
As the industrial paints segment is 
technology-intensive, Indian companies face 
a .serious threat as their cost of production 
IS around 24 percent higherthancosts abroad. 
With economic liberalisation attracting 
international giants like BASF of Germany, 
Curtlaiids ol UK and Jotun of Norway, this 
segment of the paint industry is set to witness 
fierce competition. While Jotun has already 
announced plans to set up a powder coating 
plant III the country. International Points of 
UK intends to .set up a marine paints unit. 
On the domestic front, Goodlass Nerolac has 
two main competitors, namely, ICI (which 
commands a 27 per cent market share) and 
Asian Paints (which has a 14 percent market 
share). Goodlass Nerolac isalready investing 
heavily in research and development and is 
also aggressively foraying into the higher 
margin, but price sensitive, decorative paints 
segment. The company is also strengthening 
its distribution base to ensure better reach 
in the rural markets by increasing the number 
of dealers by over 12 per cent to 9,000. 
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NUCLEAR NOTEBOOK 


An Open Letter to the Left 

Praful Bidwai 
Acbin Vanaik 


The mainstream left parties' position on the Comprehensive Test Ban 
Treaty, either strongly and unreservedly supporting the conservative 
official stand of the government of India or acquiescing in it, is 
poorly differentiated from that of the right-wing, communal and 
militarist BJP. This is deeply distres.sing. 


WE write this to you, and to no other part 
ol the political spectrum, because wc place 
ourselves rirnily within the Left, with a life¬ 
long coinmitnient to socialist ideals. Wc 
hove discussed sonieof the issues raised here 
with senior leaders of the Lell parties. But 
< e believe th,it the time has come, given 
cen: -'eveiopnients, to’ have a more public 
dialogue 11 ' ihc .spun of a fraternal debate 
on a matter of 'minen.se public interest and 
importance 

Nothing shiikcs us from our belief that 
today the Left (mall its variations) represents 
the crucial corcof the aaay of forces prepared 
to struggle for a more decent and democratic 
India. Wc hope our criticisms will be taken 
fully in the spirit in which they arc intended. 
We address ourselves to both the mainstream 
and the Fai Lett parties. While the toimer 
have taken some kind of stand on the 
Coiiiprehensive Test Ban Treaty (CTBT), 
the latter have lui gely remained silent though 
It IS an issue which they can no longer at lord 
to duck. 

Wc are deeply distressed al the position 
that the mainstream Left parties have taken 
on the question of a CTBT. Broadly s|ieak- 
ing. this position either strongly and 
unreservedly supports the conservative 
oflicial stand of the government of India on 
the CTBT or acquie.sces in it. The position 
of the bulk of the mainstream Left is at best 
poorly differentiated - at least in public 
perception - from the stand of the Bharatiya 
Janata Party, a right-wing, communal and 
militarist organisation. Wc are sure that the 
Left patties feel uncomfortable about this 
and would like to demarcate themselves more 
sharply from the BJP. But they have not yet 
taken a public stand which actually does that 
adequately and unambiguously. Wc believe 
It is imperative that the Left so demarcates 
itself at once. 

One immediate, short-run reason for not 
. doing so is (he olTicial claim that there is 
a strong, or even worse, asuppo.scdly national, 
‘consensus’ against the CTBT and in favour 
of opposing the treaty in every possible way. 


which cuts across the political spectrum. 'I’he 
Indian state is not a national state but a class 
.state, and whatcvci consensus may be claimed 
to have emerged is a partial and elite 
consensus, not a national one. The 
government has used this claim ot a 
‘consensus' both as a bargaining counter and 
as a defence against adopting a positive 
approach to the CTBT in particular, and 
nuclear disarmament in general. Wc believe 
that the government’s larger agenda is 
inimical tothe Left’s values, long-term goals 
and interests, and hence the least the Left 
can do is deny the government the indulgence 
of such a claim. This is an appeal to the l^ft 
to review its stand. 

Sllll-T IN POSl'IION 

The Left’s support to the government’s 
position is strange in the first place because 
that position has changed and shilled over 
(he past few months - not so much because 
of objective or external circumstances, but 
lor internal, political-strategic perceptions 
ot the nuclear decision-making elite. It is 
equal ly paradoxical that the BJ P, which sUxid 
nut, indeed still stands out, as the sole political 
party in India which demands that New Delhi 
conduct nuclear test explosions and 
manufacture nuclear weapons, is now 
suddenly a part of the ‘consensus’, indeed, 
is leading it. This was apparent in the 
parliament debate on the CTBT, e g, on 
August 2,1996 when some MPs of the Left 
joined the BJP in demanding to know when 
it would be the 'right time’ tor India to 
exercise the nuclear option. 

Wc believe this represents a qualitative 
shift, if not a rupture, even if unintended, 
from the Lcft’.sclassical orientation in re.spcct 
of peace and disarmament. Histoncally, the 
Left all over the world has always been an 
active campaigner for peace and nuclear 
disarmament. It has a unique stake in 
promoting these causes, just as it has a special 
interest in opposing war, war-mongering, 
national chauvinism, jingoism and militarism. 


The l>clt IS the only tnd\ mternanonaUst 
force in world politics. It has classically 
opposed bourgeois nationalism and nariow, 
xenophobic forms ol patriotism espoused 
by right-wing and conservative forces. 
Indeed, it bears recalling that Ixniii, like 
most revolutionary sociali.stsdiiring the Pirst 
World War, adopted ‘rcvolutioiiaiy 
defeatism’ as a strategy - i c, each socialist 
party should woik lor the defeat ol its 
‘own’ govemment in the war. oppo.se wai 
and fight for peace ns a piccondition for 
.socialism. 

In India tiH), (he Left has played a sobering, 
moderating role, whether in I9(i2. 19b4. 
1971 or 1974. or more recently (c g. 1992 
onwards, on India-Pakistan relations and 
on Kashmir). It has wisely warned againsi 
a brand of blind nationalism (hat is niilita- 
nst and ob.scssed with higher and higher 
military s[)eiidiiig at the expense of genuine 
security and the fulfilment ol iheelenieniary 
needs of the people. The Ix'lt has also 
cinphasi.sed improved leluliuiis with our 
neighbours - which ate incompatible with 
India nuclearising or expanding its nuclear 
option. 

Unlike the BJP ami the Congress, and al 
times the centrist parties, the Left does not 
make a fetish ol ‘national security’ oi 
counicrpose it to lood, employ incut or social 
security. ‘flic I x;f t has counsel led moderat ion 
and .sobriety on nuclear issues, fi has never 
advocated the excici.se of Ihc nuclear option, 
and al times even advocated volunlai y nuclear 
restraint. 

However, the last tew months have seen 
a weakening of this link, and a departure 
from an active stand m lavoui of nuclear 
rc.straint domestically, and initiatives lor 
nuclear disamianient globally Instead ol 
warning against the rising crescendo of 
triumphalisni over (he ‘victory’ in Geneva 
and assertion ol the ‘national will - “gone 
arc the years ol pustllaniinily and vacillation", 
etc, - the Lell lias merely fallen in line with 
(he ‘coii.scnsus’. It did not even draw a line 
between not signing the CTBT and blmk- 
.ng It. 

I'.veii assuming that the r'fBT, as it is 
fonnulated today, is not in India’s iiiicre.sis. 
It made little sense to block it in multiple 
w.'iys - vetoing it in the Geneva Conference 
on Disarmament ( CD), and (hen also blocking 
the early transmittal from Geneva to the UN 
General Assembly even of a report which 
explicitly stated that there was no consensus 
on the CTB’r draft in the CD. This last action 
of the Indian government was particularly 
petty and mean, reflecting nut just a desire 
to disassociate it.self from the CTBT and CD. 
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but a determi nation to weaken and undermine 
the credibility of both. 

Blocking the treaty in this way was 
tantamount to weakening the CD just when 
It begins, in the post-cold war climate, to 
negotiate significant nuclear restraint and 
disarmament measures. This cannot be in 
India's interest: rather, it will only help the 
nuclear weapons states (NWSs) to perpetuate 
their arsenals, with no pressure to put their 
reductions on the CD agenda. And yet the 
Left did not caution against blocking, nor 
demand that India propose alternatives to the 
existing CTBTdraft or take other initiatives 
for disarmament. It merely went along with 
the 'consensus'. 

Again, even when those who have led the 
opposition to the CTBT (politically the BJP, 
and in the media, well known hawks such 
as K Subrahmanyam, C Raja Mohan and 
Brahma Chellaney) started clamouring for 
‘more’, for ‘real action', not just stopping 
at non-accession to the CTBT, the Left 
remained silent. It should have opposed them 
strongly. The hawks were only showing their 
true colours: their entire opposition to the 
‘redundant’, ‘ineffectual’, ‘useless', ‘phoney’ 
CTBT was only a smoke-screen for their real 
agenda, of putting India on the path to overt 
nuclearisation. The Left should have exposed 
their sanctimonious posturing and publicly 
resisted the pressure to move towards testing 
and joining the nuclear arms race. It did not. 

Tiih Dancers 

The dangers of allowing the hawks both 
within the government and outside it to have 
a free run should be obvious. If they could 
set and hijack the CTBT agenda, what will 
prevent them from pushing the next 
government into testing and nuclearisation'.' 
How can the Left begin to resist them when 
it has already conceded a great deal by 
allowing them toshift the terms of the security 
debate rightwards'.' What can the Left’s good 
intentions - to prevent nucleari.sation while 
defending the national interest against NWS 
bullying - add up to once it has already 
allowed hawkish paradigms and bellicose 
mindsets to completely dominate the public 
discourse at home, as well as official strategic 
calculations? 

We believe that five considerations have 
played a role in shaping the Left stand on 
the CTBT. First, the CTBT, it is argued, is 
an initiative of the Nuclear Powers, in 
particular the US, and part of an effort to 
perpetuate their hegemony. Second, the 
present CTBT draft is unequal and 
discriminatory and hence fatally flawed: it 
won’t really prevent the development of 
■ nuclear weapons. Third, the present CTBT 
is only weakly linked to nuclear disarmament 


and won't promote the early establishment 
of a nuclear weapons-free world. Therefore, 
India is justified in refusing constraints upon 
its nuclear weapons option so long as nuclear 
weapons exist. Fourth, resisting the CTBT 
and other partial nuclear restraint measures 
is the best way of pu.shing the US (and the 
P-S) towards full disarmament. Non- 
accession to such measures is a legitimate 
bargaining counter to secure real 
disarmament. And fifth, opposing the CTBT 
is the best way of preventing the BJP from 
monopolising such resistance and hijacking 
the nationalist platform. 

We believe that all five arguments are 
open to question. We have dealt with some 
of them at length in our recent writings.' 
Here we can only restate our considered 
views briefly. To start with, the CTBT is not 
only an Indian initiative going back to 1954, 
but also an agenda that was recently thrust 
upon the P-S by numerous third world 
countries. The P-5 resisted the CTBT 
propo.sal for 40 years, and in effect blocked 
it in the CD for 26 years before agreeing to 
a negotiating mandate. F.vcn now, some of 
the P-S Establishments arc uncomfortable 
with the CTBT. That is preci.scly why Britain. 
Russia and China went to the extreme step 
of insistingon the Entry-inio-Porce provision 
(Article XIV) as the price of their signature. 
(I1iat article requires ratification by 44 .states, 
including India which won’t sign the treaty.) 
In the US, the Republicans oppo.sed the 
CTBT strongly as part of their presidential 
campaign platform. 

This means they recognise that the CTBT 
is a significant restraint measure that will not 
further, but rather impede, their hegemony. 
Article XIV represents theirdesirc to impose 
such restraint upon all significant CD 
members, irrespective of theirwishes; “if we 
are being deprived of our freedom to conduct 
tests and develop nuclear weapons, then so 
should India, Pakistan, etc’’. 

Had the CTBT been only a ‘facade’, and 
purely ‘ineffectual’ or ‘useless’ in preventing 
nuclear weapons development, America’s 
Republican Party (which controls Congress) 
would not have decided toopposeit. Clearly, 
there are deepdivision.s, notcon.sensus, within 
the US establishment over the CTBT - 
precisely because it is an effective and 
significant constraint or capping measure 
that liin.ts the ‘freedom’ of the P-5. 

The CTBT is in some ways the price the 
P-S had to pay for securing the extension 
of the NPT against stiff non-aligned 
resistance, while undertaking a commitment 
to nuclear arms reduction and disarmament. 
It is related to the end of the cold war, and 
the development of a weak, halting, but 
nevertheless new and undeniable, momentum 
in favour of nuclear restraint and 


disarmament. The P-5 have been forced to 
make concessions to this momentum and the 
growing anti-testing sentiment all over the 
world. 

Second, the present CTBT (the Ramaker 
text) does constitute a reasonably effective^ 
measure to prevent vertical proliferation and 
end the qualitative nuclear arms race. Tnie, 
it does not ban all tests and experiments on 
nuclear weapons: it only prohibits “test 
explosions’’ of all yields. But this is enough 
for its purpose. Non-explosive tests and 
computer simulation cannot lead to the 
development of new designs of weapons or 
qualitative improvement in them. There i.s 
simply no substitute for explosivctest.s(either 
full-fledged explosions orhydronuclearte.sts 
which involve fission, but have low explosive 
yields). 

The. clarification that the CTBT will be a 
‘true zero yield’ treaty and ban all explosions 
(however low the yield) should set all 
pertinent doubts at rest. The CTBT in its 
present form is particularly valuable as a i 
treaty that precludes the development of 
higher generations of nuclear weapons based 
on new physical principles. 

CTBT AND Disarmameni 

Third, the present text links the CTBT 
reasonably strongly with the goal of nuclear 
disarmament, locating it in “systematic and 
progressive efforts to reduce nuclear weapons 
globally" and eventually to ‘eliminate' them 
completely. It is conceived as a mca.surc to 
promote both "non-proliferation and nuclear 
disarmament in all Us aspcct.s" and to 
con.strain the “development and qualitative 
improvement” of nuclear weapons. I< was 
possible to further strengthen these refer^ 
ences to objectives and linkage with 
disarmament. (India could have done so, but 
It stopped negotiating at a critical stage.) 
But as they stand, these formulations do put 
the CTBT in a reasonable disarmament 
context. 

India’s insistence that the linkage be not 
just to disarmament but ‘time-bound’ 
disarmament (in 10 years) is less rational and 
more motivated (in the negative sense) than 
it appears. The CTBT is not quite a 
disarmament treaty, but it has a disarmament 
context. It IS legitimate to demand acontextual 
link, not a procedural one. Ten years is 
unrealistic: dismantling 20,000 missiles and 
warheads is an enormously complicated, 
expensive and time-consuming procedure. 
India’s proposal also counterposed one 
desirable objective to another and made the 
best the enemy of the actually good - to lose 
both. Such conditions would be considered^ 
unreasonable and unachievable even in the 
case of national or bilateral issues, e g. 
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Kashmir, leave alone highly complex 
multilateral ones, impinging on security 
doctrines, such as nuclear weapons. 

As for keeping or constraining the Indian 
nuclear option, that is a matter that cannot 
he settled by external and extraneous factors. 
Nobixly hasa ‘right' toindcfcnsible weapons 
ot mass destmctioii. which have no legitimate 
u.sc, and whose use or threat of use has been 
declared illegal by the World Court. (On 
their use in extreme conditions of self- 
defence, the Court did not endorse such u.sc 
but simply said it could not rule upon this. 
However, the effective vote for general and 
total illegality was 10 to 4 ) 

Fourth, it IS simply wrong to argue that 
resisting/opposing partial disarmament 
measures is the best way to orivc a bargain 
for full/total disarmament This is like the 
'Big Bang' theoiy, which cannot work in 
strategic affairs where all mannerot complex 
calculations with inultiplcaciois'capabilities, 
iiiicntions, suspicions and prejudices aie 
iivolved 'niepiocessofimcleardisarinameiU 
.u; O' . be .1 step-by -step one. In any such 
process, ill" cossatum ol the nuclear anus 
I ace must Irir'.cally be an early step, 
demanding all- 01 -nothing will risk losing 
all It tt.ill only give the NW,Ss and their allies 
an excuse to stall every restiainl measure and 
block piogress towards disarmament. 

The idea ol ‘playing haidball’ with the P- 
.“i or the ll.S by threatening hori/oiilal 
proliferation and overt nucleansutiun is u 
lactic fraught with danger. It will impel the 
P-.S to 'play hardball' wiili India too, against 
winch we li.ive little defence Such tactics 
lead to an undermining and breakdown of 
a iiilc-ba.sed world order, which breakdown 
cannot be in oui national inieiesi. This can 
only proiiioic cynicism. 

By keeping out ol a significanl nuclear 
lestraiiit measure and lashioning pro-activc 
diplomacy around opposing and blocking 
the CTBT in all possible foia, India 
transformed its image; from a nation 
favouring nuclear rc.straint and disarmament, 
to an aggrc.ssive stale that wants to move in 
the direction of nuclearisation and an arms 
race, for questionable reasons, even while 
mouthing sanctimunious platitudes about 
[leacc and disarmament. Besides being 
unhelpful and uncomplimentary, .such a 
change of image will help the P-S fiiither 
marginalise India, and find acredible excuse 
to delay future nuclear restraint measures, 
thus defusing the momentum towards 
disarmament. 7'his is certainly not in India’s 
interest, which lies in rapid progress towards 
a nuclear wcapons-free world. 

Finally, the question of pre-empting the 
BJP. There is some merit in a (limited and 
balanced) lactic of denying the opponent a 
monopoly on certain issues. Rut this cannot 


be elevated toa^troregy. without jeopardising 
one’s own di.stinctive political identity. I'hc 
Congress under Ruo loo tried this tactic and 
appropriated the BJP’s Mindutva agenda. It 
IS now paying for it. Indeed, the entire nation 
is doing so. The crucial issue is nut how to 
rr.'/ii/Jf/e with the BJPonihe lerrainof n irrow, 
crude nationalism, but how to combat its 
xenophobic, jingoistic brand of nationalism 
on the nuclear issue even while taking public 
sensitivities into account. This can best be 
done if the LcB argues; 

(a) that the BJP’s nationalism is phoney and 
inconsistent. The BJP is prepared to 
compromise on sovereignty on economic 
and trade policy i.ssucs. is pro-miiltinalional 
corporations, and has a dubious record of 
lighting imperialism and US hegemony; the 
i-cfl is consistent and principled iind docs 
not employ double 

standards; 

(b) that the national interest lies in promoting 
nuclear rcstiauit and disarmament, not in 
acquiring nuclear weapons. These do not 
provide security, status or stable, secure 
rlcterrence even, indeed especially, m regaid 
to nuclear weapons states: 

(c) that ihe P-5 have indeed made majoi 
concessions to the Non-.Migned G-21 at 
(ieneva, and the prc.sent (TBT text dws not 
relied hegemonic designs alone; wc could 
and should consider signing it at u later stage, 

(d) that the BJP's rca.sons for opposing the 
(’TBT derive logically Irom its espousal of 
the ‘Hindu Bomb‘, and its advocacy ol overt 
nuclearisation, whereas the Left's 
reservations on the (TBT have nothing to 
do with this, 

(e) that the BJP’s nationalism is bellicose, 
and related to power projection againsl our 
neighbours, whereas Ihe Left stands foi co¬ 
operative. not competitive, notions of regional 
.security and non-aggressi vc stances. An India 
that is bellicose is an India that is unsure of 
itself and paranoid. The Left wants an India 
that is at peace with itself and has a relaxed 
notion of security. 

(0 that the BJI^'s commitment to go openly 
nuclear if it comes to power is unacceptable 
and utterly irresponsible. The BJP is thconly 
party in the country which wants togoopcniy 
nuclear regardless of whether there is any 
change (negative or positive) in the regional 
or global strategic environment. 

Dll-t-tRI-.N1 NoIIONOI SbClIRIfV 

The Left must promote a different notion 
of security, based on the economic well¬ 
being of the people and extension of their 
democratic liberties. This involves food 
security, employment security, personal 
security.social security, and soon. National 
security cannot be countcrpo.scd to this hut 


IS organically related to it. This can be done 
even while retaining (but not extending, 
developing or icstingt the nuclear option, 
and educating the public on the importance 
of eliminating these honoi weapons, which 
are instruments of mass ilestniciion who.so 
use or ihicatened use is illegal under 
intcrnulional law, and who.se inanufactuie 
and possession. India argued befoic the World 
Court only last year, must also be declared 
illegal. 

The Left can argue for mainlaimtig 
consistency with liulia'sclassical.tiadilional 
position on the nuclc.ir issue - 1 e. for 
disarmament and restraint, against nuelear 
dcteriencctun ‘abhorrent' doctiiiiei,.ig;unsi 
Ihe use or threat ot use ol nucleai wca|H)ns 
under all circumstances (including 'self- 
dclence’). and lor all support lo every step, 
howevci pariial, towards nuclear restraint 
and disainiameni 

This IS siinilar lo the Lell’s ilelence of 
secutaiism. If il could uphold the ela.s.sical 
Nehru vian legacy on this issue, it should also 
do the same with nucicni disarmament 

There was every reason loi I he i ,efl lo lake 
a principled stand and demarcate itself both 
Iromthe goveiniiionl and the B JPcoiicerning 
the issue ol blocking The ical iea.son why 
the government doggedly opposed and 
blocked the C-TB'I' was neither principle nor 
national securriy, nor even the pre.scrvalion 
of Ihe nuclear weapons option, established 
and dcmonsirulcd in i‘J74. 

Il was the desire lo widen the option, to 
he able to extend ;md develop India’s capacity 
to produce iiuLlcar weapons, including 
second'genet ution (boostcd-fission and 
tlicrmonuelciir) weapons Howevei. this is 
it.scif lelulcd to a de-speialc search loi an 
exalted niiliiaty status and (iieai Powei 
acccpt.inec ol India us a m.ijoi dr fai.io 
nuclear player. 

India's elilist policy-makcis who, on Ihe 
nuclear issue, act like u cah.-il which remains 
carefully insulated from and unanswerable 
tothc public, parlinineiU and political leaders, 
now tend to look at India's delumce ol a 
(’’I’BT as ;in op|K)iiuiiiiy to take a mi;i!ary 
shortcut to Majoi Power status and to insert 
Itulia into the 'Asian 21 si century’, where 
il isiinlikcly to find a place with its horrendous 
poverty and mass deprivation coupled with 
neo-liberal economic policies, indeed, the 
policy elite is fashioning a new diplomacy 
based on this unwise, unsustainable and 
foolhardy strategy. Opposing the C'rBT, 
weakening the CD’s moral authonly, and 
thus weakening all initiatives for nuclear 
restraint arc important cornerstones of that 
strategy. 

1'hc l.-etl alone could have countered this 
small cabal of irresponsible and 
unaccountable policy-makers To do that, it 
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should have sharply criticised the Indian 
stand on blocking the CTBT. For various 
reasons, related to internal incoherence, and 
the passivity of pro-disarmament forces in 
India on the CTBT, the atmosphere might 
not have been conducive to signing such a 
treaty. But there was no case whatever for 
vetoing the treaty. Article XIV is no excuse. 
It is legally unprecedented and politically 
undesirable, but it cannot be imposed on 
India or used to invoke threats or sanctions 
to compel accession to the CTBl'. That is 
illegal under the Vienna Convention on the 
Law of Treaties, 1970. 

The real reason why the government 
resorted to blocking is related to (a) 
maintaining its sanctimonious, hypocritical, 
boy-on-the-buming-deck posture, and (b) 
its desperate desire to extend the Indian 
nuclear option while weakening the ClliT’s 
effectiveness and undermining the CD’s 
stature. The CD, after all, has a negotiating 
mandate on the issue of a fissile materials 
cut-off treaty (FMCT) includingthecxtension 
of this to include systematic reduction of 
existing fissile materials stockpiles. Indian 
hawks are also determined to prevent this 
vital arms restraint measure from emerging 
in the near future. All this can only harm 
India's - and the world’s - interests: the CD 
IS the sole multilateral negotiating forum of 
the world. The l,eft should have opposed 
blocking, but did not. 

At the time of the CTBT debate in New 
York in the UNGA. the Left should have 
ideally demanded a change i n India’s posture 
and advocated India’s acceptance of the 
CTBT. But as the second best solution, it 
could have certainly demanded the following: 
(a) the government must not campaign against 
the CTIBT, or have made demands for a vote 
with a two-thirds majority; (b) if there are 
going to be amendments, then provided 
India is prepared to negotiate with a genuine 
view to signing, it should seek to improve 
the treaty Preamble and amend the EIF 
provision. 

India’s Isolation 

The CTBT was finally passed in New 
York with only India, Bhutan and Libya 
opposing and five countries abstaining. 
India’s isolation could hardly have been 
more complete. Despite attempts in theindian 
media to pretend that other non-nuclear 
weapons states (NNWSs) were bullied by 
the P-S to vote in this way (while India alone 
was defiant) this was nonsense. The vast 
majority of NNWSs were not fully satisfied 
with the existing treaty text and wanted a 
stronger one more rooted in a disarmament 
context. But they concluded that this CTBT 
was definitely better than no CTBT. And 


they, not India, are right! The Indian Left, 
in particular, should ask itself why is it that 
the Left worldwide supported (with varying 
degrees of enthusiasm) the CTBT and did 
not oppose it? 

Why was the Indian Left isolated 
internationally on this issue? Is it only the 
Indian Left that has a monopoly on anti- 
Americanism or anti-imperialism? When the 
US recently bombed Iraq, the Left worldwide 
had no hesitation in condemning this act, yet 
this same Left outside India did nut oppose 
the CTBT? In contrast, the Indian government 
(like China) was quite mealy-mouthed in its 
criticism of America's bombing of Iraq, 
calling it ‘regrettable’. Should the Indian 
Left take more seriously the anti-imperiali.st 
credentials of its erstwhile domestic allies 
on the CTBT issue or the anti-imperialist 
credentials of the international Left? What 
does this suggest about the true nature of the 
CTBT? 

Ii is vital that the Indian Left warn right 
now and clearly against any nuclear testing, 
even preparation for such testing. Unless 
such a warning is sounded in unambiguous 
and categoncal terms today, the drift in the 
policy establishment towards testing and 
possible exercise of the option will continue 
under the cover of ‘ambiguity’. The Left 
should urge the government to declare that 
if India is not a part of any CfBT that 
eventually emerges, India will nonetheless 
publicly declare that it will never test. 

If the government’s main grouse is that 
the CTBT is unfair then it should have no 
difficulty in accepting permanent absti¬ 
nence since even the Indian government 
(and all hawks) admit that the CTBT does 
ban all explosive testing. Thus without being 
part of what it considers to be an ‘unfair’ 
treaty, India would nonetheless abide by the 
universally acknowledged positive aspect 
of this otherwise supposedly flawed 
treaty. 

The Ixfl should urge the government to 
call for a moratorium of indefinite duration, 
indeedof pennanentduration,on allexplosive 
testing to be observed by all countries, 
especially the nuclear weapons states and the 
threshold nuclear states including India itself, 
even if the CTBT never enters into force. 
Indeed, the Left should ask itself why is it 
that no one from the anti-CFBT Indian lobby 
(many o*' whose arguments they have 
otherwise bought) has called for such a 
moratorium? 

Throughout the world, wherever there are 
significant peace and anti-nuclear 
movements, the Left has always been a major 
component in them. India is probably the 
world's only sizeable democracy without a 
peace movement or a nuclear disarmament 
group. Here too is another responsibility fur 


the Indian Left to undertake, especially in 
these times of dangerous drift when such a 
movement is most urgently needed. There 
will be very little societal resistance to the 
drift towards nucleari.sation unless the Left 
takes a bold stand against it. ^ 

One concrete and persuasive way of 
arresting the drift is to demand a 
comprehensi ve altemati ve proposal from the 
government to the existing multilateral 
agenda tor nuclear restraint and disarmament, 
which it claims is inadequate. The Left must 
demand the revi val and updating of the Rajiv 
Gandhi Plan of 1988, which called for a 
phase-by-phase reduction of nuclear 
weapons, beginning with the ces.sation of the 
arms race, and with varying but rising 
obligations and tighter constraintsondilferent 
stales (including India and the NWSs) in a 
step-by-step process lor the complete, rapid 
elimination of nuclear weapons. 

Note 

r 
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Bidwai, 'Delcgiliinising Nuclear Weapon.s' in 
The Times of India, August27,l996,PBidwai. 
'CTBT. India’s Veto Is Futile’ in The Times 
of India, September II, 1996, and '(TBT 
Blocking Our Own Interests’. The Times of 
India, August 16, 1996, among other rreent 
articles, reeling Times is available at a special^ 
Indian price of Rs SO (postage included) from 
Madhyam. 142. Mailri Apts, Plot 28. 
Patnarganj. Delhi 110 092 


DSJ Finance 

DSJ FINANCE CORPORATION, the 
financial services arm of the DSJ group, has 
received permission from RBI for freeing the 
rate of interest on its fixed deposits. The 
company has already created a niche tor 
itself in the areas of portfolio management, 
leasing, merchant banking, hire purchase, 
placements, etc, and its existing fixed deposit 
scheme has been rated by CRISIL as FA 
(meaning adequate safety towards repayment 
of principal with interest). The company has 
ftill-fledgedbranches at Baroda, Ahmedabad, 
New Delhi, Calcutta, Hyderabad and Madras 
and has been operating prolltably for the past * 
six years, ever since its inception. 
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iPlunder of Public Exchequer as 
Government Audit Sleeps 

K P Joseph 

Cases like the Bihar fodder scam in which officers of a small 
department of the Bihar government succeeded in stealing nearly Rs 
LOGO crore through gross and repeated violation of basic financial 
rules spread over several years show how government audit has 
collapsed and the public exchequer is being plundered at will. 


WHEN inaugurating the conference of 
accountants general in New Delhi recently, 
prime minister H D Deve Gowda spoke 
about the decline in the performance of the 
j ludit department and the finance committees 
* the legislature. He wanted to strengthen 
audit and called fur suggestions from the 
audit department to do this. Past experience 
shows that well-intentioned suggestions like 
those of the pnme minister arc forgotten 
even before the conference is over and 
Ignored. It will be a miracle if things turn 
out differently this time. 

Audit plays a very important role in 
I’nl'orcing accountability in government and 
the Indian ('onstitution has given the CAG 
complete independence and wide powers to 
do this. He is in sole charge of keeping the 
accounts of state governments which together 
spend about Rs 2,t)0.0{)0 crore annually and 
auditing them. He has the monopoly of the 
l^udit ol the central government which spends 
approximately an equal amount. .Surprising 
as it may appear, there is no arrangement at 
all now to .see if the CAG is carrying out 
his vast constitutional duties satisfactorily, 
unlike in other countries where the legislature 
calls his counterparts to account. Hie frequent 
reports in the press about enormous amounts 
lust to government through fraud, wa.stc and 
corruption are a clear proof that the 
functioning of the Indian audit department 
has broken down. The published accounts 
of state governments contain cbvious gross 
errors amounting to thousands of crores 
of rupees; audit reports arc prepared long 
after the occurrence of irregularities and 
the reports are not discussed by the 
legislative committees for years. Hard as 
it may be to believe it, even the audit 
report on Bofors was not discussed by the 
public accounts committee. There is no 
tiieansof knowing if all major irregularities 
that occur are noticed by the CAG. The 
legislative control through the agency of 


the CAG contemplated by the Indian 
Constitution does not exist now; government 
audit has collapsed; the public exchequer is 
being plundered at will. 

What happens when there is no effective 
audit can be illustrated by a recent case like 
the Bihar fodder scam in which officers of 
a small department like animal husbandry 
ill Bihar succeeded in stealing nearly 
Rs 1.000 crore through gross and repeated 
violation of basic financial rules, spread over 
several years. If the most elementary rules 
in the audit codes and manuals like watching 
spending against appropriation and insisting 
on detailed bills in support of advances had 
been observed by the office of the accountant 
general, Bihar, the fraud would never have 
occurred or even if it did, would have been 
detected long ago. The Indian Express of 
March 25,1996 contained a detailed report 
about the fraud with the headline ‘Bihar 
Accountant General Failed to Detect 
Fodder Scam’. The audit department has 
not come out with a denial of the 
correctness of the report; naturally we 
have to believe that it is true. If it is, the 
question arises whether disciplinary action 
has been taken against the persons 
responsible in the office of the AG, Bihar. 
It is strange that the AG himself and the 
CAG did not notice the huge size of the 
outstandings under advances year after 
year and realise the implications. 

Unlike in the central government where 
pay and accounts officers make payments 
through cheques, the state governments still 
follow the obsolete, cumbersome 19th 
century system of making payments 
through treasuries. Submission of monthly 
accounts by treasuries in many parts of 
the country is badly in arrears, with the 
result that the CAG is unable to compile 
the accounts of state governments in time. 
The CAG publishes an Annual Review of 
the working of treasuries for each state. 


from which both the state government and 
the CAG can easily find out which treasuries 
arc not functioning properly and what are 
the major problems. 

The large amounts drawn as advances by 
government departments in Bihar that have 
not been supported by detailed bills for several 
years have been a recurring feature of the 
Annual Review of Treasuries in Bihar. This 
is so in some other states too. Notxxly knows 
whether the CAG has taken steps to ensure 
that what happened in the animal husbandry 
department in Bihar is not happening in 
other departments in Bihar and inothcr states, 
it will give an idea of the light-hearted way 
in which the whole problem is treated that 
the very preparation of the Annual Review 
of Trca.suries in Bihar is in anears by five 
years. The Annual Reviews for all state 
governments are available with the CAG. It 
does not take mure than two or three hours 
for the CAG’s office to compile a list of 
treasuries in all state governments with 
advances remaining outstanding for want of 
detailed bills and press for their clearance 
within a month. This is not being done in 
spite of the discovery of major cases of fraud. 
Repeated written letters to the CAG 
personally pointing out the dangers of 
neglecting this work have been ignored. 

When we hear that a former chairman of 
the Bihar public accounts committee has 
been arrested in connection with the fodder 
scam and that his house has been burned 
down by people angry about the fraud, we 
realise to what extent the constitutional 
machinery of audit and the examination of 
audit reports by the public accounts 
committee has collapsed in Bihar. In several 
other states also this is the case. 

It is strange that when stories about fraud 
and waste in government arc convulsing the 
country, nobody has asked to what extett 
the.se could have been detected or prevented 
by the CAG, who is spending Rs 460 crore 
this year on his department with 60,000 
employees. The most efficient government 
audit organisation in the world is without any 
doubt, the general accounting office (GAO) 
in the US. The GAO is reducing its staff 
strength by 25 per cent from what it was last 
year. But according to the central budget 
documents the staff strength of the Indian 
audit department is to go up from 60,751 
in I995to69,460in 1997 (page 88 of volume 
I of the Expenditure Budget, 1996-97). The 
total strength of the GAO is less than half 
the proposed increase of staff in the Indian 
Audit Department! 
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Ai ihc laM Annual Conlcrcntc of 
AccountantsGoiicral.thcC'AG, V K Slmnglu, 
IS it-pnrtcd to have said (according to press 
icporls) that the Act passed by parliament 
in 1971 dufiLiing his duties, powers and 
cnndilions of service docs not dearly s[x:ll 
oat Ins duties in res|U'ct of some importani 
iuiictions He has to he congratulated for 
o|K‘nly adiniiting this, all Ins predecessors 
snicetheAi tof 1971 was passed have always 
Ignored all suggestions to revise the Act to 
he 111 conformity with standard international 
piacticc i n other countries 

'file codes and manuals in use in the Indian 
audit department, .some ol them draital 70 
years ug,o are among the best and most detailed 
anywh ere in the world. They arc perfectly 
suited to the conditions pievailiiigin India, 
ihou^'di veiy dilleicnl Irom audit manuals 
elsewheic. The dillerence between the 
audi.t priorities and procedures between 
India and (outlines like Biiiain and the 
US. IS due to the lact that India being a 
pcioi country with primitive accounting in 
n lany stale governments, the scope for 
fraud and waste is tar gicatcr. Theic has 
always been a great emphasis on whai is 
called 'regularity audit’ that wouldexpo.se 
cheating. Without understanding all this, 
during the last 20 years the Indian audit 
department has neglected regularity audit 
in favour of fashionable audit methods 
like perloimance audit prevalent in 
developed countries. 'I'liis lias been the 
main reason why baud and waste have 
iiicrea.sed in government in out country. 
.Some years ago a ('‘Ad even said publicly 
that delection ot tiaud is not the 
responsibiliiv of the Indian .ludit 
department! This would have been music 
to the cars ol the officers ol the animal 
husbandly department in Patna who were 
busy even .U that time stealing government 
money. 

The Indian C AGs have been busy in recent 
yeais attcndi iig international conlerences and 
I mpressi ng on their eoiinterpai 1 s abroad how 
sery progressive and elficient the Indian 
audit department is. It is a sign of the great 
legard in which Indian audit is held abioad 
th.at the Indian CAG heads the panel of 
auditors of the United Nations and is the 
chairm}'iii of EDP audit committee ol the 
Intenial lonal Organisation ot .Supi erne Audit 
Inslitulions (INTOSAI) that is .setting 
computer auditing standards for its meinber 
countiics. Hardly any international 
confeiencc lakes place in any part ol the 
world without senior officcis ol the Indian 
audit department presenting papers on audit 
ot privatis.ii ion, public debt, pcrfoimance 
audit and other fashionable topics. Officers 


from other countries in Asia and Atrica come 
in large numbers for training in audit in 
India. All this hectic activity has nothing 
whatever to do with the colossal fraud and 
waste in progress across the country in many 
government olfices. The INTOSAI has been 
doing a disservice to countries like India in 
encouraging them to neglect their work at 
home and cut ca|Krs abroad. 

The INTO.SAI seems to have suddenly 
realised the big mistake they have made 
in encouraging third world countries like 
India to give priority to performance audit 
ovci regularity audit, resulting in ma.ssive 
tiaud, waste and corruption. This is evident 
from the topics lor discussion at the 
iicxtconfcrcnce of the INTOSAI to be 
held in Montevideo in Uiuguay in 
November 199S, every one ot which is 
connected with detection and prevention 
of Inmd and corruption. 

It IS a familiar scene at international 
contereiiccs I irr the delegates fromthe Indian 
audit dep.irtmcnl holding forth on the 
advanced Indian audit technic|ues and how 
India was a leader in financial management 
and accounts lot centuries. The iollowiiig 
i|uolniiun Irom a paper presented by the 
Indian repre.seniative ataconfcrenceoii audit 
of public works and piojecis held in Tokyo 
m 1995 will convey an idea of the Indian 
approach to public works ex|renditurc, a 
Icriilc giound fur fraud and corruption us 
everyone knows; 

One ol ilie earliest available records 
leluling to public works and projects as 
a systematic stale activity in India is to 
he found in Katililya'sArr/inWKi.vrradating 
lioin the jieriod .121 296 BC This treatise 
.ilso .sets out the business ot keeping 
.iccouiits and piovidcs tor their audit. Ii 
lists some 40 ways in which state funds 
could possibly be cnihe/./le(l and 
prescribes in some detail the penalties for 
such emhc/./lcinent 

He had nothing to say about truud in 
contemporary India or what audit is doing 
about It! It is incredible that while other 
countries arc organising fraud squads, setting 
up fraud hotlines and the president of the 
World Bank himself is denouncing 
corruption, the Indian audit department is 
ignoring tlv problem completely. 

The appointment ot officials without 
professional qualifications to head the 
audit department in recent years has 
considerably weakened audit. A weak 
audit is always welcome foi many mi nisiers 
and government officials. The senior 
officials of the audit department who have 
to make good the prolessional weakness 
at the top arc more interested in going on 


trips abroad for UN audit, fur which there 
arc many aspirants, than do dull work at 
home. Others are keen on going on 
deputation to the central government 
secretariat. Hardly anyone is Interested in 
regularity audit or tedious work like 
investigating fraud and waste Unlike other 
accounts organisations like railway 
accounts and defence accounts, the officers 
of the Indian audit and accounts service 
are not adequately trained to do original 
work and their professional abilities are 
not sufficient foreffcctive regularity audit. 
They depend loo much on their staff 

By and large the audit department itsell 
IS Irec from corruption and the lower stall 
has Ihc ability to do their technical work if 
they are asked to do it. But the stal t is heavily 
unioni.scd and arc not offered any incentives 
for detecting fraud oi waste, unlike in the 
revenue departments and othci audit 
organisations in other countries. The higher 
ollicials are afraid ol the unions and seldom 
leave the shelter ol their looms. Theic was ' 
a case where a former CAG could not enter 
an audit otticc subordmatc to him. a lew 
metre . aw.iy lioiii his own ollicc becau.se 
the stall union shouted and would not let 
him in! Veiy lew CAGs have evei visited 
a slate like Bihar though it was well known 
that the accountant general’s ollice then; 
was not working properly. 

There is no use in lamenting ovei the 
collap.se ot government audit in India or 
in trying to find out who is to blame. The 
best way is to follow the lead of the piime 
minister given in his address to the last 
tonlerence of aciountanis general and 
lemcdy the main delccls as quickly as ^ 
possible. As it is an indisputable lact 
th.it audit and accounts are not at all sail 
slaclory and this is resulting in loss ol 
Ihou.sands ot crores ol rujrccs a yeai, the 
CAG tia.s to prepare a paper listing the 
major problems as he secs them and his 
suggestions lor solving them This will 
take less than a month to do. The document 
has to be made available to the public. 
Major improvements in audit arc possible 
in a short time and will come in handy 
to reduce the deficit in next year’s budget. 
The CAG has at his disposal an enormous 
amount of information for reducing fraud 
and waste which now remains unutilised. 
He is in an excellent position to suggest 
economics in government expenditure. 
The GAO regularly does it. It is to be 
hoped that the CAG will take what the 
prime mini;;tcr said at the conference 
seriously and will nut let hisulficers again <- 
bury the issue till the next conference of 
accountants general. 
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INDIAN LANGUAGES NEWSPAPERS: 2 

Hindi: ‘Taking to the Punjab Kesari Line’ 

Robin Jeffrey 


Three events linked Hindi newspapers with intense political 
excitement and violence in north India from the late 1980s - the 
‘anti-reservation agitation’, the BJP leader Advani's rath yatra and 
the ensuing communal riots. To what extent was the rough-and ready 
quality of the new Hindi dailies, and the predilections of their 
proprietors responsible for the growth of Hindu-Muslim antagonism 
in north India? 


BETWEEN ihe 1970s and the 1990s. 
technology and economic change trans- 
(ormed the Hindi newspaper bustness. 
Although Hindi was declared the national 
language tn the Constitution of 19.‘50, the 
w.iil.s of Hindi newspaper owners and Hindi 
well-wishers echoed through the next two 
decades. “Jawaharlal Nehru often sighed for 
a Northclilfc”, wrote Chalapathi Ran 
(d 1983), for 30 years editor of Nehru’s 
Naiionol HemUl, "to revolutionise the Hindi 
language press, not because he admired 
.Northcliffc's methods but because he felt 
Northclilfc had Ihe right appioach to 
readership" ' What characterised the Hindi 
press alter 2()yearsof political independence 
lor an India which priK'laimcd Hindi the 
national language? "Had management, |toor 
editing, unattiaclive writing, lack of 
iiiiaginalion in make-up and printing and ill- 
trained personner’.concludcdJ PChaturvedi 
(1918-9.5).- 

The Hindi press had in fact lost ground 
since 1947. according to one editor,’ though 
Ihe evidence Irom circulation did not fully 
support such ghHini The Press Commission 
ol 19.54 estimated the circulation of Hindi 
dailies in the early 1950s at 3,80,000 and 
of English dailies at 7,00,0(X).'' Ten years 
later Hindi circulations had reached 7,50,000. 
What was disquieting, however, was that 
English, the language of foreign rule, far 
from falling, had nsensteadily to 1.3 million.' 
“"I he Hindi Press fought for the country’s 
freedom”, one editor wrote. It was “free 
when the country was not, but I am pained 
to point out that in a free India it is compelled 
tobeacampfollowcrtifitsFinglish brother”.'* 
The observation contained an explanation. 

Most newspapers of the Hindi areas of 
north India had been founded to propagate 
the national movement. They were supported 
by donations, voluntary labour and kindly 
creditors. Ganesh Shankar Vidyarthi’s 
Pratof}, for example, was founded in Kanpur 
in 1913; it closed about 1966, its circulation 
having fallen to less than 7,000. Of Hindi 
dailies that were not connected to English- 
language stablemates. Aaj, founded in 


Varanasi during Gandhi’s non-cooperation 
movement in 1920, had the largest circulation 
(20,000)in l962.’Othcrsiikcyagran, found¬ 
ed during the Quit India movement in 1942. 
sold 12,000 copies from its base in Kanpur. 

The debility of the Hindi press had three 
causes. First, the people who should have 
been its readers - the tens of millions of men 
and women of north India who .spoke Hindi 
- were overwhelmingly poor and illiterate. 
Only one in five of the total population could 
read and write in 1%1, and the proportion 
apitcars to have declined in the ensuing 
decade. 'This still left a literate audience of 
36 million people, but even among them, 
poverty constrained newspaper sales. 
Literates who could afford a newspaper were 
often literate in English as well. 

English-language newspapers were 
associated with power. To be sure, there had 
been nationalist newspapers in English, but 
some of the most important Indian 
newspapers had been British-owned English- 
language dailies. The English press had fewer 
difficullies in becoming commercial and in 
dealing with an India in which there was no 
obvious foreign foe to give meaning to 
sacrince and make the purchase of a poorly 
produced newspaper seem an investment in 
the nation’s future. The major English- 
language proprietors made conditions more 
difficult forthe existing Hindi press by starting 
Hindi dailies of their own. The Time.'s of 
India (Bennett and Coleman) started 
Navbharat Times from New Delhi in 1950, 
and using the superior pres.ses and circulation 
arrangements of The Times of India quickly 
made it the only Hindi daily in the country 
to sell more than 50,000 copies.* Ram Nath 
Goenka’s Indian Express tried and failed 
with a similar enterprise, Jansalta, between 
I952and 1954(successhillyrevivedin 1983), 
while the Birla family’s Hindustan Times 
organisation had already established 
Hindustanin 1936. In \9(A).Hindusiariand 
Navbharat Times accounted for 52 per cent 
of the circulation of all Hindi dailies 
accredited by the Audit Bureau of 
Circulations." 


’The advantages of a good plant and 
distribution system, sustained by ihe 
advertisement revenue coming from English 
companion publications, enabled the majoi 
English newspapers to make Hindi a mere 
’satellite’ press, “nothing but a carbon copy 
of its English counterpart”, Hindi journalists 
claimed.'" The big English-language 
establishments of New Delhi and Bombay 
controlled the sales agents, the vital link in 
ihcdistributionchain, by giving them bicycles 
and unfair allowances and warning them that 
all perks would be withdrawnifthey promoted 
rival publications. And the mulli-paged 
editions that the big newspapers published 
gave purchasers a better return when they 
recycled Ihe valuable newspnnt to the ‘kaban- 
waila’ (scrap dealer)." ’The English press 
was “sabotaging the development of the Hindi 
Press”.*' 

All of this added up, Hindi newspaper 
people complained, to a stultifying lack of 
status and respect tor them and their 
newspapers: "The government recognises 
only the English Press”. Hindi newspapers 
had “become translation .sheets”, which took 
most of (heir copy from the English-language 
wire services or publications." They were 
not read by offlcials. and their repiescniati ves 
were often not invited to briefings. Journalists 
themselves thought they knew why. The 
Hindi press does nut “cater tn the 
intelligentsia”, 6nc Hindi editor admitted. *'* 
A Hindi daily might only have one or two 
journalists, wrote T J S George: the Hindi 
press had lost the link with the intclligent.sia 
that it had enjoyed dunng the nationalist 
movement.*' 

Technology appeared to be part of the 
problem. In 1965, only 52 Hindi teleprinters 
were in use in the whole of India (including 
news agencies), though there were supposed 
to be more than 100 Hindi dailies alone.** 
It was more practical to receive copy in 
English and have it translated into Hindi than 
to get stories produced initially in Hindi, 
’fhis resulted in the strange fact that Hindi 
dailies tended to focus on international and 
national news - what came off the wire in 
English or appeared in English-language 
newspapers whose stories could be 
appropriated for translation. ‘This has not 
made these papers as popular as they would 
be”, concluded an observer, “if they took a 
purely regional angle”.*’ Finally, these stones, 
so remote from the concerns of their potential 
readers, were produced on antiquated 
equipment that discouraged photographs and 
printed - slowly - on poor quality newsprint. 
It was understandable that Nehru might have 
lamented the lack of a Hindi NorthclilTc. 

'The perception of failure, decline and low 
status among Hindi editors and proprietors 
resulted in part from the consequences of the 
nationalist movement. 'The Hindi press had 
been at the forefront. Gandhi himself 
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promoted, wrote and published in Hindi. 
Immune trom pressure from advertisers (they 
usually had none) and not widely read by 
the British, Hindi newspapers often oppo.scd 
foreign rule more aggressively than any 
English-language paper could have dared. 
Indeed, the First Press Commission in 1954 
deplored a spirit of “blind criticism ot those 
in authority", which it partly attributed to the 
.struggle against the British.'* .Support tor the 
old nationalist newspapers came from 
donations, voluntary labour and sales, and 
as long as the Hindi press was largely an 
opposition press, such arrangements gave it 
meaning, inlliicncc and readers. But tince 
independence came, the Hindi press remained 

- to the dismay ol its piopriciors, editors and 
advocates of Hindi as the national language 

- outside the circles ol inlltiencc Though 
Hindi was embedded in the Constiiulion as 
the official language of India alter rancorous 
debates in 1949," Iinglisli remained largely 
unchallenged as the language of government. 
Moreover, the nationalist cause and the eager 
unpaid workers laded away after 1947. 
Newspapers now had to be run on "sound 
commercial lines", and it was a mark ol this 
fact that Navhharai 7 miic.i. the Johnny-come- 
lately Hindi daily founded in New Delhi by 
The Timex of India group in 1950, became 
hy lar the largest circulating Hindi daily 
within a lew years. Hindi, in some ways, 
remained the language ot opposition “A 
senior editor made I he stai tiing observat ion", 
wrote T J ,S George in 1967, “that the most 
readable newspapers in Hindi were the Jan 
.Sangh newspa(X’rs" because they had “a 
.sen.se ol mi.ssion" and “look inicresi in their 
work".’"That association between the Hindi 
press anil Hindu chauvinist politics assumed 
greater sigiulicanee in the 19KI)s when Hindi 
newspapers were often judged to be in league 
with the Bharatiya Janata Party and its Hindu 
militance 

By the 1980s, the place of Hindi 
newspapers i n t he pol i lies o f no rlh I ndi a. and 
the morale of owners and workers, had 
changed dramatically. Circulations provided 
the must obvious iiidicutor. in 1961, 
circulation of Hindi dailies by the must 
generous estimate was 7.5(),()(}0 copies; 
English, 1.3 million - in effect, 1.7 English 
dailies tor every one in Hindi By 1971, little 
had changed; English daily circulations were 
2.2 million; Hindi. 1.5 million - a ratio of 
1.5 English to one Hindi.^' But within eight 
years, Hindi circulations exceeded English 
(.3 million to 2.97 million, according to the 
regi strar), a gap that widened .steadily through 
the l9X().s. By 1992. Hindi dailies claimed 
salesof I l.2inillion to .3.9 million for English 

- a ratio of 2.9 Hindi dailies for each one 
in English.’’ 

Between 1961 and 1991, the circulation 
of Hindi dailies increased by 12 times, while 
the number of literate people in the Hindi- 


.speaking states trebled. The spread of a 
primary school system, however rough and 
inclficient, by itself would have led to some 
increases in the circulation of Hindi 
publications. By the mid-1980s, the giant 
states of Bihar and Uttar Pradesh together 
had 1,34,000pnmary schoolsteaching Hindi. 
90 per cent of them in the countryside.^’ 
.Schools do not necessarily subscribe to 
newspapers. Indeed, in Bihar and UP, few 
do; but schoolmasters and mistrc.s$es, who 
need to know about government 
appointments - and want something to read 
when the children are memorising lessons 
- carry newspapers with them as surely as 
Johnny Appleseed carried apples.” The 
growing reach of the teacher and the school 
also hints at the spread of the surfaced roads 
and the methods of communication that took 
teachers to villages. The length of paved road 
in India grew by 2.7 times between 1971 and 
1991, the number of buses quadrupled; the 
number of motorbikes and scooters rose by 
,30 times.” But these indicators alone do not 
explain the rise of Hindi dailies in the 1980s 
Confidence grew as strongly as 
circulations. By 1993, one of the owners ol 
the largcst-.selling Hindi daily proudly 
as.scrtcd that 

You'll find labour class reading Punjab 
Kexari. And the most important thing is that 
the pnmc minister of this country also leads 
Punjab Kexari...whereas the English press 
is only being read by the elite. 

The .same proprieiorexplaincd howtwo prime 
mini.stcrs, Rajiv Gandhi (1984-89) and 
Narasimha Rao (1991-96), cultivated him 
and his newspaper. 

I spent two hours with him [Narasimha Rao], 
and he was telling me everything He said. 
“Aswini, I want to tell you that I have done 
this, I have done [that]” lie was trying to 
convince me! This is [a] very important 
thing. Earlier, the politicians never used to 
do this son of thing with Hindi editors. 
From the late 1980.S, Punjab Kexari had 
become required reading for New Delhi's 
politicians and ambitious bureaucrats. So, at 
least. Its co-owner and New Delhi editor. 


Aswini Kumar, believed on the basis of 
conversations with senior officials: 
the prime minister gets all the papers 
and...I the] first thing he docs is he opens up 
the Punjab Kexari and he reads it, “Oh, 
accha, ihik hat"' [goixl, it's okay] Then he 
goes to other papers. It’s a very important 
thing. It's not to be boasted [about], but I 
just want to tell you. Then he goes to the 
Navbharat Timex. Then he goes to another 
Hindi paper. Then he comes to English. And 
I also sec when 1 go to the parliament and 
meet the MPs,... the imnistcrs, the opposition 
leaders.. .almo.st everybody reads the paper.” 
Such confidence represented an immense 
change from the abject pleas and lamentations 
emanating from Hindi journalists and 
proprietors in the 1960s and 1970s The 
development of Pimjah Kexari, the biggest 
circulating Hindi daily in India fnmi the niid- 
1980s, illustrated the processes by which 
this came about. 

It is an irony of modern India that the 
largest selling Hindi daily” was called 
'Punjab' Kexari (the Punjab Lion) and based 
in a provincial town in Punjab, a state where 
Hindi was not even the official language. Yet 
in a scn.se there is no irony, because Punjab 
Kexari’s success as a business demonstrates 
a pattern that has been rc|)ealed throughout 
India. The newspaper enmeshed itself with 
Its locality and its readers. It used technology 
to bring to ever-expanding circles ol readers 
a recognisable, manufactured picture of 
themselves that they had never betore seen. 
For many, it was as if they had been given 
a mirror for the first time. Evidence lor this 
contention lay in the very look ol Punjab 
Kexari itself As a newspaper, it may have 
been unique in Ihc world in its design and 
presentation, which appeared ideally to suit 
its audience and its time 
The founder of Punjab Kesun was 
murdered. Lala Jagat Naram (1899-1981) 
was gunned down in his car in Jalandhar 
di.strict in September 1981, one of Ihc first 
people to die in I he Khalistan insurgency that 
tore at Punjab in the 198()s. The motive for 
his killing was said to be the insults that his 


Taiii,l Popiii.ation CiiANiib IN HiNoi STArKS iBihak, Dfuii, Haryana, Maohva Pradcsh, WAjAsniAN. 
IJiTAR Praursh) and Newspapki. Chanop in Hindi, 1961-91 



1961 

1971 

1981 

1991 

Population (millions) 

185.7 

229.8 

290 7 

366 3 

No literate (tniliion.s) 

.56.4 

41 8 

HI 4 

127 2 

Literacy (per cent ol total population) 

20 

18 

28 

35 

Urbanisation ocrcent 

15 

15 

19 

21 

Hindi daily ciiculations (’1)00) 

750 

1,520 

.3.680 

9.310 

Hindi dailies per '(MX) 

4 

7 

13 

25 


Notts. Figures are based un the 'Hindi states’ - Bihar. Delhi, Haryana, Himachal Pradu.-.h, Madhya 
Pradesh, Rajasthan and Uttar Pradesh Not everyone in these stales is a Hmdi-speaker, but 
must people are. .Similarly, not every Hindi daily originates m these states, but mosi do Taken 
over time, the figures indicate trends and turning points, but they are rough and they need to 
be treated with caution. The literacy figures are based on total population numbers used in 
the PA YB for the lelevant years Urbanisation figures are from the same source, which in turn 
IS based on theCcnsu.ses of 1961, 1971. 1981 and 1991. Hindi daily circulations arc based 
on the figures of the Registrar of Newspapers for India. 
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newspaper heaped on advocates ot Khal istan 
and, by implication, on Sikhs more 
generally.-'' A Hindu refugee from Lahore 
in West Punjab in 1947, Jagal Narain settled 
in Jalandhar and st.arled an Urdu newspaper, 
Hind Samacluir. in the following year. 
Language and the scripts in which they are 
written proved central tothc politicsol Punjab 
lor the next 40 years. Founding an Urdu 
newspaper in 1948 made perfect sense: most 
literate Punjabis ol the ttme were literate in 
I ,'idu. Jagal Narain was elected to the Ptinjab 
legislature as a rongressnian, lelt the 
t'ongress in 1954 and flirted with the Jana 
Saiigh and Hindu-nationalist groups for the 
lesi ol liislile. He was arrested during Indira 
(■andhi's 1975-77 ‘emergency’.-'' 

Jagat Nai.iin founded his Hindi daily. 
I'linjah Kc\an, in 1965, a generation alter 
iiKlcpcndciue. In that time, the rapidly 
giovving numbers ol students in Pui.jab 
ii'iicnt schools were taught Hindi in the 
i'.■,. 11 . .u, i. script. Urdu cainc to be seen as 
1-1 Paki-stan, almost an affront 
i.ii,..'.. Though Jagat Narain 

hinisell ;, '!f'li.ii!y more comfortable 

III the I 'idu Si. ;.i 'll- -.t,lewdly saw that the 
jioienli.ii |«)ol ol le.id. i>• would grow rapidly 
.iiiiong le.itlers of I liiidi. For that market, he 
loundetl Punjab Kaan The name was the 
lioiioiilic .ipplied to the nationalist leader. 
L.il.i L.ijpal Rai id 1928). under whom lagat 
Naiaiii lust wrote for newsp.iiKis n. the 
1920s.'" 

Jugal Nariiin’s siorv illustiaied lunda- 
menials about thedevelopmeniol newspapers 
III India. Indeed, a newspaper organisation 
- [laiiiculurly like Hind.Sam.achai - connects 
l.inguage, politics and ca|)ttalisin in a way 
ih.it cl.iidies proees.ses that go on more 
op.iquelv llirtiuglioul the rest ol society. 

, Sound business sense, leading to the 
piessures ol capitalism, led lagat Naiain to 
toundalliiiili newspaperin 1965,allei more 
than 15 years ol expanding state-sponsored 
Hindi- language education htid created a 
generation of potential leaders The following 
year, the state ol l^iIlJab was divided into 
a.8ikli-ma|oriiy,Punjahi-s|)caking,Gurinukhi- 
wntiiig state of Punjab and a Hindu-inajorily, 
Hiiuli-.speaking, Devanagan-writing state of 
Haryana. Jalandhar, the scat of Hind 
.Sainachar. lay in Punjab. Jugal Narain clashed 
with the Sikh govcninicnts of Punjab. A 
Congress-led government cui off electricity 
tothc press in 1974', Jagal Narain was arrested 
diinnglhe 1975-77 ‘emergency’. Butin 1978. 
with an Akali Hal-led government in power 
in Punjab. Hind Samachar started aGurmukhi 
newspaper. Jag Bani. intended to cater to 
Sikh readers. (Though non-Sikhs in Punjab’s 
school.s study Gurmukhi, few would read it 
111 preference to Hindi.) The decision was 
made for sound business reasons; the post- 
’emcrgency’ thirst lor information made 
newspaper in vestments attractive; the market 


for Gurmukhi newspapers, alter 12 years ol 
widespread Gurmukhi education in the 
schools of the new Punjab, looked inimen.se; 
and what belter way to signal to a Sikli- 
oricntcd government the willingness ol a 
notably Hindu business to make sensible 
commercial adjustments’.’ Printed on ollsei 
presses, using colour and photocomposition. 
Jag Bam in 1985 became the second largest 
Gurmukhi daily." This growth occurred 
during terrible, bloody limes for Ptiniab. but 
buoyant tunes nevertheless lor circulation 
managers. 

Punjab Kfsari'^ rise lurtlier illustrated the 
way 111 which newspajiers must rellect the 
cultures that sustain them it they are to survi vc 
and flourish. Rival editors - more serious 
editors, they would say - decry Pun/ah Kesari 
as an example of the deiei loration ol serious 
joui nalisni.’- Pun/ah Krsari buys stories I rom 
the National Inquirer, the bi/arre tabloid 
widely sold in US supermarkets Since the 
‘emergency’ ol 1975 77, morctiver, Punjab 
Ktwari has wrapped a colour magazine around 
the front of the newspaper each day What 
IS importanl is home-delivery, not street sales 
I'oi example, on May 2. 1993, the day alter 
the s|)cctacul.ir assassination ol piesideni 
RaiiasinglicPremadasaol .Sri Lanka. Punjab 
Kt-.uiri held to its normal forni.it. the 
Premadasa story was on page 3 On page I, 
the niaga/ine appeared as usual; nine colour 
photos, major cinema tittle-tattle, a Icatiirc 
on para-gliding and a column ol travel and 
leflcctioii by Vij.iy ('hopra, the editor ;ind 
eldest surviving male member ol Jagal 
Narain’s family," 

The Punjab Kr.sari lorniuladates Irom the 
‘emergency’ when, according to Ashwini 
Kumar,grandson otJagatNaiuin.it hapfiened 
by force ol circumstance. 

Dcmociacy was really shallcied my 
grandfather, with all that political hackgioiiiid 
and freedom fighting ..he lesisied the 
censorship and they were very harsh on 
us...They cut our electricity They imposed 
censorship on the papers. They didn’t allow 
us to publish news items. 

That’s how thw concept of magazine on the 
I tout page came. We told the cen.soi s, “Okay, 
if you don’t allow us to publish the news, 
please allow us to publish some stones At 
least we have to print the papet, we have to 
give something to the readers ’’ .So it |ust so 
hapiiencd we started putting the inaga/iiic 
on the fiont. News had become less iiiijiortuni 
III those days, and people knew that nobody 
was going to give the unbiased ..kind ot news 
that people wanted to read On the fioni 
page we .started giving the inaga/ine. 

And by the time when |lhej cmcrgciKy was 
finished, you’ll be shocked to hear that our 
circulation rose Fom 60.(KK) to one lakh 
and 20,000 (1.20,000) the only paper that 
got the increase during the emergency. It was 
because of a number of reu.suii.s Because my 
grandfather was arrested and then they cut 
oiireleetncity. so people knew that this paper 


IS fighting, and when we gase the magu/iiie 
on the fiont page, it was .i message to oiii 
leaders that “look here, they don’t allow us 
to publish the news, so wc aie giving you 
|u| magu/ine’’ 

When the ’emeigciicy' ended m 1977. 
Punjab Kesai i. accoiding to Ashwini Kumar, 
went b;ick to traditional newspaper style ■■ 
news on the I rout (i.igc But 
when we started doing that, mii eii dilution 
stalled coining down We did a survey with 
the leaders We said, “What is lliis '“ They 
said, “No. wc like this style Why don’t you 
cany on with il''’”l hat’s how |ii happenedi 
Finally we came to this conclusion, that the 
readeis are ol couise ihey'ie inteiested in 
news and everything but they arc also 
interested in inaga/.ines 
The tigiircs ol the Audit Bureau ol 
C’irculatioiis largely beat out Ashwini 
Kumar’s account, When the ‘eincigency’ 
was imposed in .lime 1975, Pun/nl' Ke.\aii 
was selling 51 .(KKIcopiesaday. Ill the second 
hall of 1976, |u.st belorc the end ol the 
‘emergency’, ciiculalion was 72,(KK). a use 
of 40 pur cent, at a tune when total daily 
circulations in India tell." And circulation 
did fall once tlieicaftci - in the lust hall ol 
1981, but a yeai later, it had recoveied to 
cross 2.(X).(KM). In six yeais. circulation li,id 
quadrupled. 

’The newspapci was dealing new readers, 
and Us success lay ingi ving them a newspapci 
that they wanted to buy, not one that 
neccssarilyaccorded wilhiiiteriiatioiiul ideas 
ol what a newspapei ought to lotik like In 
tnfotmal ways, the Chopra lariiily ap|ieared 
constantly to anals/c the leadership and 
potential readership in 1993, Ashwini Kumai 
said. 

. die gicjl |ihcnonieiion about Pun/ab Ki'\ai i 
IS we aie nol only coiTipeliiig with the New 
Delhi newspapers, we aie also coinpcling 
with the niaga/incs In oui louiKiy. people 
eaniiot albud to buy inaga/ines 'I he middle 
class lamihcs. they think, “We li.ive to .spend 
5 iiipecs Ol 7 rupees oi 10 lupees lor a 
niagj/ine Instead ol that, if we gel one 
Punjab Kesan. we get (a) magazine also ’’ 
livei y day there is somelhing new lor them " 
Decidedly Irugal, the larnily did nol use 
expensive marketing surveys to gauge its 
readers’ tastes but lathci depended on 
con.siant di.scussion with Us ugetils, ol whom 
there were 1,500."' Selling the newspaper 
and wi iliiig it were seen as inteil wined tasks. 
Avinash Chopra, another Jag.it Narain 
grandson and diiectoi ol sales, slre:>scd the 
value ol his daily exchanges with agents and 
his ability to take instant decisions <iboul the 
editorial content of the newspa|x:r based on 
such conver.sauons." 

In developing a rapport with readers. 
Punjab Kewri benefited from its unique 
position near the centre of Punjab’s 
in.surgcncy inthe 1980s. The murder of Jagat 
Narain in 1981 in many ways marked the 
beginning of that conflict; three years later 
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the murder of his son and successor as editor, 
Ramesh Chopra, came just weeks before a 
climax, the Indian army's assault on the 
Golden Temple in Amritsar. The Chopra 
family retreated inside the walls of the 
newspaper complex in Jalandhar, protected 
by the concrete pillboxes and sand-bagged 
sentry posts of the Central Reserve Police 
and accompanied constantly by CRP guards 
with automatic weapons. 

But the newspapers - HindSamachar, Jag 
Bani and Punjab Kesari - continued to 
appear, and their circulations grew. In 1983, 
Punjab Kesari began publishing from 
New Delhi, and by 1986 had become 
unquestionably the largest selling Hindi daily 
inlndia^InJune 1989, Khali.stani insurgents 
targeted Punjab Kesari'a agents and hawkers; 
53 were murdered in the next four years. The 
newspaper established a 'maityrs' fund’, and 
raised Rs 42 million (US $ 1.2 million) from 
readers as contributions to the bereaved 
families."' Such support demonstrated the 
way in which the newspaper had burrowed 
into the daily lives of its readers: even deadly 
enemies could not ignore it. The relationships 
seemed to embody every proprietor’s dream 
- a newspaper people can’t do without. 

Such model reader-newspaper identi¬ 
fication stood at the extreme end of a 
spectrum, (in a later instalment on Telugu 
newspapers. 1 shall focus on an example 
from the other end of such a spectrum - the 
failure of Andhra Patrika, a newspaper about 
which no one any more cared). In another 
area, Punjab Kesari typified the tiourishing 
Hindi daily press since the end ot the 
‘emergency’ in 1977. It put little emphasis 
on production standards, the training of 
journalists orthe gathering and authentication 
of news. Ashwini Kumar studied journalism 
at Punjab University and bnedy in the US: 
1 think I am the only journalist in the language 
press wh[o] has come back from America 
or has so much of prore.ssional education. 
Here what used to happen, most of the editors 
and proprietors of the language papers, they 
used to put their sons or their grandsons into 
the professiqn without any preliminary 
education. I think I was the first one [to do 
it differently]. It has really helped me to 
broaden the outlook of the newspaper, to 
broaden the policy of the newspaper.*' 
Payment to journalists, he said, improved: 
Earlier what used to happen, they never used 
topaymuch...[for]news...SOrupee$. hundred 
rupees, they were paying. So when I came 
I said, “Look, these people are working hard, 
they are journalists. We should pay them at 
least what they deserve”. So now we are 
paying 2,000, 3,000, 5,000 rupee.s to our 
reporters [and] special conespondents...ln 
certain cases we are paying more than the 
English correspondents [get].*' 

Yet a tour of the fortified production complex 
in Jalandhar did not leave an impression that 
the newspaper was put out by acorps of high- 


paid, wcH-trainedioumalists.Pitfya2>Ar«fln 
bad no training programme and hired its 
journalists as it needed them and as they 
came to hand. It did not always appoint them 
to permanent jobs, in Jalandhar, there were 
about half a dozen reporters, but a large desk 
of a dozen or more subeditors on duty each 
night. Local news came from legions of 
stringers - people who get paid for stories, 
if their stories get into the paper. Many of 
the stringers were also distribution agents 
and sellers of advertising. As for journalists, 
Ashwini Kumar said: 

We are getting people from other smaller 
newspapers, and they think that they can get 
more pay here, and they have got experience. 
We just have a look at their biodatas and sec 
if they have got four years’ experience or five 
years’ experience in that organi.saiion, then 
we feel that this man can work here. But .still 
we then give them six months’ probation, 
then another six months' probation and after 
one year then we confirm their appoint¬ 
ment...But we don’t have a training 
. [programme]'.*^ 

In the Jalandhar news room, the news editor 
sat on a raised seat, Dickensian in his 
supervision of the subcditorial desks of 
Punjab Kesari, Jag Bani and HindSamachar. 
Stories and pictures shuffled back and forth 
among the three newspapers and the three 
languages. Even though the news editor was 
a long-standing employee, the gulf between 
him and the Chopra family was vast. He was 
a supervisory employee, but by no means a 
near-equal professional.*' 

Similar principles governed the production 
of the newspaper: the goals were volume, 
speed and economy. On some days, the colour 
registration - the quality of the colour on 
the front page - could be good; on others, 
it could be out of register like an old 3-D 
movie seen without the required spectacles. 
What seemed important was the gash of 
colour, not the quality ot the reproduction. 
Ashwini Kumar identified the fashion for 
difference and brightness when he recalled 
that at the end of the ‘emergency’ before 
four-colour printing became widely available, 
we started giving the front page in blue [ink]. 
It was [a] little different from [the] other 
papers...[which were] in black, but we were 
in blue. That’s how the colour concept came. 
And we were the only one in the country to 
do this type of thing. 

Critics of Punjab Kesari, and of its rivals 
among thr expanding Hindi dailies, cast 
their eyes heavenward at the vulgarity. (3f 
Punjab Kesari’s front-page magazine, one 
critic said: 

...these [items] are taken out of some English 
tabloid [or] American tabloid and put here 
with pictures...Their mix is sex and religion 
anditsells. .:discoursesdeliveredbyretigious 
leaders; the editor writing about his visit to 
America - 347th piece last week. [Laughs] 
So this all goes there because of the peculiar 


readership...Joumalism in this country [until I 
now] had always been a very serious affair ' 

- government and politics and nation-building 

- but now I see more newspapers taking to 
the Punjab Kesari line because over the ■ 
years a semi-literate class of readership has fn 
emerged with the spread of literacy: .. 
someone who may have studied up to 8th ' | 
standard, and he may have opened a shop ' 
or may be working as a labourer .somewhere 
These are not the traditional readers ot 
newspapers in this country, those who took 

to reading newspapers because of their 
inlere.sl in public affairs. These people are 
not given to serious reading.** 

Throughout India, from West Bengal to 
Maharashtra to Kerala, ’serious’ writers and 
publishers made the same complaint in the 
1990s: the growth in the number of readers 
brought the decline of standards. A B 
Vajpayee, the short-lived prime minister 
(1996) from the Bharatiya Janata Party, is 
said to have encapsulated this view: before 
independence, journalism was a mission, 
then it became a profession; now, it was a , 
.sensation.*' 

Other major Hindi dailies such as Dainik 
Jagran based in Kanpur and Aj based in 
Varanasi were equally casual in their, 
approach to training and caring forjoumalist.s. 
Dust, noise, flaking paint and concrete floors 
charactensed the newsrooms of Jagran in 
Kanpur and Aj in Var.anasi. Neither was air- 
conditioned in 1993. At Damik Jagran. a 
1960 map of ;hc world was the only 
adornment on the cubicle wall of the assistant 
editor who supervised dozens of subeditors 
seated on well-worn chairs around tables 
covered with grimy cloths to produce the 
newspaper each night. An employee for more 
than 30 years, the assrstant editor joined 
Jagran from the Communist Party of li dia 
where he had learned his journalism, within | 
six months, he said, he was in charge of the 
news desk.** Neither newspaper had a style 
guide, and Jagran's assistant editor 
complained of the pooi general knowledge 
and spelling of young journalists, who were 
recruited by a general knowledge test and 
then put on the news desk under his 
supervision. The paper’s editor, a senior 
member of the owning family, said tnat once 
he took great pains to nurture young 
journalists: 

I used to train them like a school teacher 
I u.sed to edit their copy. 1 used to rebuke 
them sometimes. I u.sed to love them... Now 
I don’t have time...He [the assistant editor] 
trains most of them *’ 

The training therefore consisted of translati ng 
English copy from the news services, editing 
stringers’ Hindi stories and taking copy over 
the phone. In short, the expanding Hindi 
dailies seemed content to take their journalists 
where they found them and to let them learn ^ 
on the job. Trainees who failed to satisfy the 
expectations of the proprietors and their 
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supervisors were easily dismissed. The 
contrast with .some other languages, notably, 
Bengali, Malayalam.Telugu, Marathi, where 
newspapers made serious efforts to train 
staff, was striking. 

To what extent was the roughtand-rcady 
quality of the new Hindi dailies, and the 
predilections of their proprietors, responsible 
for the growth of Hindu-Muslim antagonism 
in north India in the late 1980s and 1990s? 
To a vciy great extent, some observers 
contended. The reader’s "eyes, mind, heart 
were., manipulated and ruled by the ideas 
and ideology of the newspapers”, according 
to one interpretation."* Reterring to the first 
01 L K Ad vain’s propaganda tours in 
September and Oc tober 1990, these authors 
c ontended that significant numbers of Hindi 
ncw.cpapcr.s ’’identified with the rath yatra 
Ichariot louiney] completely. It was not 
merely reporting, it was a piopaganda f.'/r) 
jinpaign which performed “the 
Mi.iineliil and horiibic work of fanning 
■ ). •ij’Un.il p isMons’’ '“Ttiehroaderoutcoine 

1 - ' ' lIi'Kiinsatnm’ ol the press" and 

■'till j'oiii.o;.! o! the upper-caste Hindu's 
view as ihc r..ih tiue reality”." 

Ihrccevcntslinked Hindi newspapers with 
micnse political e.xcitc’incrit and violence in 
north India from the late 1980s. The first was 
the “.inti-rescrvatiori agitation", the 
widespread demonstrations tor and against 
the setting aside of governiiicnt |ob'.. for 
lowei -caste people which was announced by 
ilie central govcinment in August 1990. As 
p.iii ol the s.amc political drama, Advani 
iliovc out of .Somnalh in (iu|arat in a Toyota 
\an adorned to look like a chariot from a 
television veision ot a Hindu epic. He was 
.itlemplingfoovcrcomcthedivisionsof caste 
among Hindus, which the contest over 
leservatumol jobs highlighted (jobs.set aside 
till lower castes had to mean lewer jobs for 
higher casi-s) His aim was to focus Hindus 
on what might unite them - suspicion of 
Muslims, embodied in a desire to tear down 
a mosque m the town of Ayodhya in Uttar 
I’radesh. said to be bu; It on t he site of a Hindu 
temple. 

Advam’s marathon propaganda journey 
culminated at the end ot (Xttober 1990 when 
tens of thousands of his supportcis (by this 
time he was under arrest) were thrown back 
by armed police when they tried to storm the 
disputed mosque at Ayodhya. Do/.cn.c of 
paiple were killed and injured in the fighting, 
and noting and unrest continued throughout 
north India for weeks. 

The role of some Hindi newspapers in 
spreading false infonnation and creating 
unprecedented excitement was deemed by 
the Pre.ss Councilor Indiatohe ’horrendous’. 
Dainik Jagran and Aj were among lour 
newspapers singled out for particular 
criticism: “gross irresponsibility and 
impropriety, offending the canons of 


journalistic ethics in promoting mass hysteria 
on the basis of rumour and speculation”."' 
In the most bizarre example, a zealous 
employee of Swatantra Blutrat inserted a 
handwritten ’I’m front of ’15’ in a front¬ 
page headline to inllalc (he number said to 
have been killed in police firing in Ayodhya 
from 15 to 115. In another cottage-jndustry 
example, a subeditor drew bars on the 
photograph of a religious leader to make it 
appear he had been imprisoned." However, 
perhaps more significant than either ol ihese 
examples was the fact that Aj on Novembci 
2,1990 reported different death counts: l(K) 
in Its Varanasi edition, 4(X)-500 dead and 
injured in (he Ranchi edition. 100 in the Agra 
edition. 2(K) in the Kanpur edition and 5(X) 
in the Bareilly edition." The newspaper 
lacked system, control and rellcctiun But 
that scarcely mattered; what mattered was 
that it grew. 

Six weeks later, as rioting continued in 
north India, The Agra edition of Ay reported 
that "t? patients supposedly non-Muslims" 
were killed 111 the hospital ot Aligarh Muslim 
University. Though (he story was totally 
false and was denied by various sources. Ay 
carried it on 11 December and repeated it 
on 13 December along with a leading article 
claiming that olficials had confirmed the 
deaths. The vice-chancellor ol Aligarh 
Muslim University complained to the Press 
Council, which is.sucd three summons to Ay 
The newspaper did not reply and did not 
appear when the Press Council considered 
and upheld the complaint in July 1991. The 
Piess Council, however, has no power to 
ordci redress or punishments, and in any 
case, by July 1991 tew practical remedies 
were possible.” The matter simply died. 
When in 1994 I asked a senior member ol 
Ay about the incident, he replied: 

Some of our editors, particularly |lhc| one 
[of the] Agra edition, he printed uhad headline 
- an unsupported headline - (hat so many 
people were murdered m Aliguih ..It was 
unconfirmed news That matter was taken 
up by the Press Council, and they condemned 
us "Ihe Prcss'Council unfortunately hasn't 
got any | sentence .stops) - they may just pass 
a resolution condemning - (he beginning and 
end is thcie - no further. And I think it is 
g(M)d for the freedom of the press (hat it 
should be left to the proprietors and editors 
[in this way). We ourselves discussed and 
condemned that editor . Editors en|oy 
independence, and they were (ust carried 
away by that prevailing atmosphere At the 
head office we didn’t like it 
This explanation, however, leaves 
unexplained the Press Council finding that 
the Agra edition ran an editorial on the 
Aligaih hospital story in December 1990 
Written centrally in Varanasi Ay, editorials 
were common to all 12 editions of the paper. 

Proprietors get the editors they want, and 
editors and journalistsqiiicklylearntosatisfy 


their proprietors If the evidence of /'un/uh 
Ki'suri, Dainik Jagnin and A/ is ,i guide' the 
mo.st important (ruining for .ispirtng journa 
listson Hindi dailies is to Iciu n what is wanted 
Sumetiiiies we just take 'hem in and sec il 
(hey pick up something in two or three months 
It’s |ust a (rial and cmir .If he can pick it 
up. then he is pul on the loM |a|Spoiiited as 
a regulai stafi member); oihenvisc. wc iusi 
say goiHlbye.'* 

A seminar of Hindi journalists m New 
Delhi in 1994 "agreed that 1 lindi publications 
generally receive a step-motherly treatment 
liom the managements’’.'’' Anothci view ol 
the Hindi newspaper contended that “the 
propiietor.. runs the e.st;ihlishment like he 
would a shop I’he journalists aiv treated like 
mules and the subeditors like clciks" Poor 
conditions, little training and constant 
insecurity sensitise Hindi jouriialists even 
more acutely to the dcsiies of their proprietors 
than journalists elsewhere 
The proprietoiial lamihes ol the above 
thiee newspapers - and ol Amai (jjahi ol 
Agra, Rajasthan Hainkii ol Jaipur and 
Rusliiriya Sahara ol Lucknow - all come 
from backgrgunds that might be loosely 
described as' merchant caste". They are not 
Biahmins, Thakurs or Raipiits, (hough they 
arc “foiward castes”, urban-based anil with 
stiotig commercial tiaditions. “My father 
started the newspaper”, said Naiendra 
Mohan, editor iil Dainik Jagran, "by selling 
the ornaments ol my motlici ip 19.10” " The 
families are from Ihe same background as 
many supportcis ol Ihe Hindii-ievivali.sl 
Bharatiya Janata Party (BJP) and its 
prcdecessoi, the Jana .Sangh. Their 
newspapcis are often regarded as lining up 
with Ihe BJP For example, Mulayam .Singh 
Yadav, the’back wardc.i.ste’ politician,twice 
chici tniiiislei of I lltar Pradesh and defence 
minister in the goveinment ol India' (1996), 
had a feud with Ainai U|al:i and Dainik 
Jagian that went hack at least to the lust 
conlrontation at Ayodhya in 1990''’ 
Indeed, arguments about the role of the 
Hindi and Eiigli.sh piess in the l9K0s were 
complex. On one hand, ciitics of ihc 
expiiiiding Hindi pre.ss have blamed i' lor 
having sprciid antagonism towards Muslims 
and helped thereby to provoke the rioting 
ol the early 199()s.''’ On the other hand, .some 
'inalysis have argued that the English- 
language press was little better in its standards 
of sobriety and honesty.'’" 'flic difference was 
that the Hindi press, expanding rapidly, 
brought the authority of print to large numbers 
ol people to whom Ihe experience may 
have been totally new. Would their re¬ 
actions have been greatly different from 
lho.se ol Robert Roberts' newly literates in 
Britain in the 1960s? 

On Monday mornings class talk is apt to 
begin with - “From what I .seen in Ihe News 
of the World yesterday. ” The litetate has 
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arrived! Arguments are rife through students 
reading or misreading reports of the same 
event in different newspapers. Like most new 
readers. they tend to believe that what appears 
in the Press and in books must be true."’ 
Given the need of journalists and editors to 
please their proprietors - reflect their views, 
increase their circulations - rumour, or 
“unconfirmed news’',astheAyreprescntati VC 
described it, published under titillating 
headlines was not surprising. Hindi 
journalism pushed at new frontiers. On a 
frontier, standards arc still to he set, and 
conflict IS inescapable. When Aj and Dainik 
Jagran battled for supremacy in Kanpur in 
1987-88, “the various allegations includejd] 
looting newspapcrjsj.., using criminals to 
create trouble, heating up hawkers, 
manhandling the editorial staff and even 
murder threats...”"" Running a Hindi 
newspaper was not like giving a dinner party. 

The fact that roughness, crudity and lack 
of professionalism were often attributed to 
the Hindi pre.ss provided a gnevance that 
united everyone from Hindi proprietors to 
Hindi journalists. Among them all, a sense 
prevailed that the Hindi press was a very 
poor relation of the English press.The poverty 
was exemplified in advertising rates, salaries 
and conditions. In a celebrated story. The 
Times of India Group sent corresptmdents 
from Its English daily. The Times of India, 
and Its Hindi daily. Navhharat Times, to 
cover an earthquake in Tchn Garhwal in the 
Himalayas north of New Delhi. The reporter 
Irom the English daily was sent by car; the 
reporter from the Hindi daily went by bus."’ 
The key factor lay in advertising rates. Even 
though Hindi dailies exceeded English in 
circulation, their advertising rales remained 
lowei, and. even with lower rates, they did 
not attract the most lucrative advertisements 
- forexpensive gotxls and the must desirable 
jobs. “Inadequate funding", wrote Mrinal 
Pande, “is the first signal to the language 
press of Its inferiority”."" Though this began 
to change slowly in the I99().s, even Ptinjah 
Kesaii, the largest of the Hindi dailies, still 
failed to get advertisements for important 
jobs - the “appointments vacant” section of 
English dailies."" 

Politicians, to be sure, began to recognise 
that the Hindi press provided an ever- 
widening conduit to vast numbers of voters. 
And editors like Narendra Mohan of Dainik 
Jagran and Ashwini Kumarof Punjab Kesari 
lelished the recognition they and their 
newspapers began to rccei vc c ven from prime 
ministers. But as long as big advertisers 
judged Hindi to be a poor vehicle bv which 
to promote their products, Hindi newspaper 
people would often consider themselves 
Cinderellas in a household still run by a 
wicked step-mother who read English. 

The indicators of social change were on 
the .side of Cinderella. Primary and secondary 


education pushed increasingly into comers 
of UP, Bihar, Madhya Pradesh and Rajasthan 
where it had been infirm or scarcely known 
before,’" and literacy in Hindi grew steadily 
and strongly. Impressionistic evidence was 
common. In 1992. visiting the mountainous 
Kumaon area north of Delhi after ten-years, 
a veteran English-language journalist was 
surprised to find a variety of Hindi dailies 
“with screaming headlines and pictures, 
written with neo-literates in mind".’' 
Previously, “the highly literate minority” 
read a few dated copies of Aj from Varanasi 
700 kilometres away; now n val papers came 
fre.sh at dawn from publishing centres in 
nearby Meerut and Bareilly. “The regional 


Hindi dailies", one survey concluded, “are 
the newspapers of the future”.” 

What the future held was far less certain. 
The old literate classes decried the vulgarity 
of the Hindi dailies and the gullibility of their 
‘neo-literate’ readers. No doubt there was i 
much tudeplore, just as Richard Hoggart had 
found much to deplore in thebooming popular 
newspapers of post-war Britain.7.1 But 
another British student of literacy in the 
1960s concluded that while many newly 
literate people turned to “the lowest in print 
as soon as they saw it”, literacy nevertheless 
had “conferred the power to choose”.’" In 
the Hindi areas of north India, where only 
3S per cent of thetotal population wasliterate 
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in 1991. there are vast numbers of people 
who will become ‘neo-literates’ in the next 
generation. They present markets for 
newspaper proprietors, but they will be 
approachcdincircumstancestotally different 
from anything previously seen in India. They 
will become literate at the same lime that 
television - increasingly in their own 
language - inundates their localities. How 
competing ncwspa|)er proprietors adapt to 
television, or adapt television to their inter¬ 
ests, renutins to be seen. But problems of stan¬ 
dards, expectations, ownership and control 
of information will be thrashed out in ways 
that will affect the entire Indian polity. 

Notes 

I Spreading across India after ih: end of the 
'emergency' in 1977. technological change in Ihe 
loini of the [icrsonal computci and offset press 
revolutionised Ihe newspaper industry. The 
eireidalion of daily newspapers m all languages 
ireiiled between 1976 and 1992 Irom 9 3 iiiilhon 
t(i2S. I imllionaiul the dailies per-thousand people 
ratio doubled from I .S daily newspapers |)er I ,(KK) 
people lo 32 |ier l.(XK) 

Rcgiil.'ii reading ol something called 'news’ 
hoili mdk.'ites and causes change Expansion of 
i.iiin|)etmg newspa|x:rs clearly signals the vitalily 
and growth ofcupitalism newsp.ipers have owneis 
.ind owners imisl luve advertisers 

The changes of ihe past 20 years are obvious 
vel largely iinsliidied. The essays in this scries on 
the press m Ihe major Indian languages are part 
of a largei pru|eet to map. analyse and try to 
understand the transfunnatiun of the Indian- 
huiguage newspaper industry | 
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From Beautiful ‘Small’ to Flexible 
Specialisation 

Asian Experience of Small Enterprise 
Development 

P M Mathew 

Besides physical presence of clusters and networks, a thriving 
entrepreneurial culture is necessary for effective operation of flexible 
specialisation. In most Asian countries, a conscious effort to nurture 
entrepreneurial culture is required since, given their basic agrarian 
economies, enterprise is alien to the common man. 


A STUDY initiated by the Gerinan 
Foundation for Inteinatioiial Development 
(DSFf in 1089-90 made the following 
fascinating note “...where development is 
concerned, our languages, and perhaps our 
way of lliiiiking often appear sotnewfiat 
distorted. If anything, the Asian economies 
with their most impressive and dynamic niles 
should logically be culled developing 
countries. Instead, we call them threshold 
countries, newly industrialising countiies 
tNICs), or newly industrialising economies 
(NIEs), the latter term taking into account 
Ihe Chinese argument th:it Hong Kong and 
Taiwiinshouldnoibeconsidciedcountries.. " 

During the 1980.S. when the Latin- 
American NlCs became the main victims of 
the debt crisis. NIF^s of east Asia, the little 
tigers or dragons, presented most impressive 
examples of growth through orientation to 
world trade, lilting well initi the J.ipancsc 
■flying-geese’ concept. These developments 
raised questions as to the reasons foi such 
tremendous success, the lessons other 
countiies could draw from it and the outlook 
for the future. At the .same lime, the established 
industnalised countries wanted to know what 
NIE compeliiion meant for them. .Since the 
icicase of a study by OECD, entitled ’NIEs 
- Challenges and Opportunities for OECD 
Indu.stries'.iii 1988. the newly industrialising 
countries became a fashionable object of 
rciicarch and debates. 

Despite the burgeoning literature on the 
‘Asian miracle’ and the expcitence of small 
and medium enterprise (SME) development 
in this area, it occurs to impartial observers 
that the Asian exirenence has been hugely 
viewed through European glasses. It also 
apparently gives the impression of an elderly 
teacher saying; “Well done boy. keep it up”. 
Apparently it gives the impression that most 
.scholars have not bothered to make deep 
inquiries as to “what has gone well with 
.South Korea. Taiwan. Singapore, etc", did 
nut work with countries like Indonesia, 
Tliailand. Sri Lanka and India. Gf course, 
it is easy to draw ahistorical conclusions 


ba.scd purely on economic data that is 
available; “that makes statistics, statistics 
and lies” 

What docs globalisation and liberalisation 
mean to development ul small entei prises in 
the developing countries, especially of Asia’’ 
Docs It mean that these etiterprises could 
perfomilheir muchorchc.stralcd conventional 
rtdes of employment and dcccntrali.sed 
development, uninterrupted under a regime 
of market without bounds and policies, 
without strings'.' Or docs it require a new set 
of policies and strategies which tire clearly 
directed to the spcxrific features of SMEs as 
an inalienable sub-sector of the economy'.’ 
How flexible arc Ihe developing countries 
to adapt them.selves to paradigms such as 
■flexible specialisation’ which :irecurrent in 
development literature'.’Tliesc were the prime 
questions raised by the international seminar 
on ‘ .Small and M icro Enterpri ses i n Economic 
Development’ held at Salatiga, Itidoiiesia. 
The theme of the .seminar was arranged 
broadly around tour main areas: theoretical 
and policy debates, employment, clustering, 
exports and finance. 

Duvr.i.orMi-N r Faraoioms 

The paradigms on industrial organisation 
and development have undergone subslani ial 
changes in the recent past, and the current 
status of the dominant thinking varies across 
different countries. Originally, the search for 
an appropriate industrialisation strategy led 
loadiscussiononimporl substitution strategy 
which were largely advocated as suitable for 
the situation of the developing world. Based 
on the conventional hypothesis of ‘low-level 
equilibrium trap’, it was generally viewed 
that the basic process of development was 
unilinear across the countries. The suggestion 
was that, industrialisation strategy could ju.st 
be copied from the more developed countries, 
provided investment of a critical minimum 
si/.e take place in a particular protected 
environment. 

.Subsequently, the paradigm of export-led 
industrialisation stressed the importance of 


competition in the world market as the route 
to competitiveness and earning ol foreign 
exchange. The 1990s wifne.s.sed a sea change 
in the conventional thinking on strategies oi 
development. PiorcandSabel in theirseminal 
work in 1984, argued that the history of 
industrialisation has already opened a major 
alleriiati ve to the system of mass production 
This alternative, known as ‘craft production’, 
ba.sed on flexible use of general purpose 
machinery by skilled workers, is capable of 
manufacturing a wide range of products foi 
a constantly changing market. Markets gel 
segmented increasingly. This forces 
enterprises to lollow a strategic approach 
and to go for specialisation .ind flexibility. 
Central to the concept ol flexible 
specialisation arc, multi-pui pose equipment 
and innovations, clusters of cntcrpii.ses, 
functional networking among small tirms, 
and between small and large lit ms, and efforts 
towards achievement ofcollective efficiency 

The new paradigm dales back to the 
di'-cussion on the first principles of ccoiiimiics 
by Allred Marshall in his .semina! woik, 
PrincipU’s ol liconomii-.s, in 1920 Mar.sliall 
had a deep underslundiiig ol the economic 
histoiy of the UK. Way hack during the early 
part tif the century, he could bring forward 
thecoricept of‘industrial districts' which has 
now re-emerged in the |)osl-F'otdist era c I 
today. Marshall defined an ‘industrial disii ict' 
as a group of independent mdustiial liinis 
which h.ive developed strongiclations among 
themselves, and have losteied innovation 
and contributed to highei (collective) 
efficiency Docslhis hisioiical context apply 
in the context of the developing countries 
of Asia? Does flexible specialis.ition imply 
only a lew let hiio-economic and lechno- 
managcrtal aspects, such as use ol CAD, 
mulli-purpo.se e(|uipmeni netwoikmg, etc'’ 
Or does it mean the nurturing ot an altci naii ve 
culture in tlie developing countries of today 
which facilitates them to rc-examne then 
development policy as a whole against the 
background ol new opportunities and 
challenges brought in by globalisation? Tlicse 
questions become lelevant especially in a 
situation where countries of diverging 
political and economic history such as India, 
Australia, Ihe Netherlands, lndonc.sia, .Sn 
Lanka, etc, it is not too easy to talk about 
decentralisation, which is the oxygen of 
development of small-man’s enterprises 

Asia and Inti-rnationai. .Sci-.nf 

The deliberations of the seminar were 
structured against the background of the 
international experience of small enterpri.se 
development and of the relevance of Asian 
story again.st this. However, there was a 
signi ficant focus on such experience, pol icies 
andsinitegies relevant to thcspecific situation 
of Indonesia Hall Hill examined the 
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Indonesian experience against the 
background of the similar ones of the five 
onginal ASEAN countries. Hill’s analysis, 
based on a typology of SMEs and their roles 
^in relation to the larger units, provided a 
, discussion on definitional issues and an 
overview of government objectives with 
respect to SMEs. Hill concludes that the 
relevance of SMEs lies largely in two types 
of relationships; complementarity and 
specialisation. Heoutlined various important 
policy issues with respect SMEs, of which 
the focus has been largely on the rationale 
of special (si/c specific) assistance. Though 
the basic rationale of government intervention 
IS lopromoteefficiency, intensive regulations 
are likely to lead to the prolileration of rent- 
scekiiig. often at the cost of boih efficiency 
and equity Hill looked into the findings of 
several siiidics on Indonesia which suggest 
inadequate success of even the most wdl- 
iiiieniioncd government support 
programmes Tlie failure owes largely to the 
high element of wellansm at the cost of 
efficiency, as well as pure linkages with the 
private sector, which <s the dominant sector 
of the economy. In tact, these findings are 
relevant to most Asian countries. 

The attempt of Meine Pieter van Dijk was 
to examine the broad experience of small 
enterprise development in Asia, and the 
potential inheicnt in the emerging paradigm 
ol (lexiblespccialisation. Van Dijk discussed 
the potential in terms ol the findings of 
several studies which indicate that small 
enterprises work in clusters, and 
entre|)reneurs with networks are generally 
doing better than tho.se operating individually. 
The expldiialioti given is that they gain 
information through their network about new 
technologies, new mtirkets, opiiortunities for 
subcontiacting.ctc. Across the industnali.sed 
world, dynamic efficiency considerations 
play a role .ind lead to a process of vertical 
disintegration in which new organisational 
lorms ate appearing and small (ollen 
informal) and medium enterprises get new 
opportunities The trend is such that, due ttf 
Hiiropean economic integration, vertical 
disintegration is more profitable than a 
hierarchy of integrated firms. Van Dijk 
studied the ca.se$ of countries like Burkina 
Faso, Ghana, India and Indonesia, where a 
free dynamic small-scale .sector with skilled, 
creative and innovative entrepreneurs, 
operating in clusters, make use of networks. 

Promoting the above patterns through 
conscious effortshasapotential. Considering 
the great dynamism and adaptability shown 
by small enterprises in these countries, he 
suggests that they can contribute even more 
to production, employment, and income 
generation. ITic best that governments can 
do m this context is to create an enabling 
environment for the development of small 
enterprises. 


Henry Sandee, in his paper on small-scale 
and cottage industries clusters in central Java, 
Indonesia, underlined the need for looking 
into the potential of clustering in a more 
careful way. His paper looked into the 
significant difference between clusters in 
various regions of Indonesia. He suggested 
that, though the importance of clustering has 
been recognised by the Indonesian 
government, many recent policy approaches 
are not directly applicable for cluster 
development in that country. The experience 
of central Java does not have any resemblance 
with the experience of industrial clusters in 
the industrially advanced countries of the 
west. The experience of the west reveals that 
the support agencies have been successful 
in providing the information forthoseclusters 
which were already dynamic and producing 
for growing markets. However, the majority 
of clusters in Indonesia, are virtually pockets 
of poverty which lack any dynamic 
development, as their production is geared 
to a .stagnant market. What is originally 
needed for these clusters is an enabling 
environment. The supply-side support 
mca.surcs, such as training and credit, 
underestimating the need for penetration into 
new market segments, which is vital for even 
the very survival of these small enterprises. 
Sandcc’s discussion comes down to the 
vitality ol public policy with an orientation 
for introducing new market forthe producers. 
To him, provision of access to information 
IS tlic best .support that governmental agencies 
can provide. 

Prcumar Indian Experienck 

The paper ‘Indian Experience in SME 
Promotion: Lessons for the International 
Community’ by P M Mathew suggested that 
it IS necessary to look into both the necessary 
and sufficient conditions for the flourishing 
of a strategy of flexible specialisation in 
developing countries. According to him, that 
develop! ng countries of Asia can draw lessons 
from India, which has the longest history of 
small enterprise development policy in Asia, 
as well as in the world at large. However, 
learning from another country has two main 
objectives: (1) to identify the pitfalls, not to 
be repeated, and (2) to evolve strategies 
based on a new understanding of one’s own 
situation against similar situations in other 
countries. India’s industrial development 
history facilitates this strategy of compare 
and contrast. Drawing lessons from India’s 
historical experience which dates back to 
1942, the early days of ‘Quit India 
Movement’, is likely to be rewarding. 

Mathew’s paper suggests that most 
discussion on th-: flexible specialisation 
paradigm has examined it on an ahistorical 
plane. The physical presence of clusters, 
networks, etc, are necessary conditions for 


the effective operation of a strategy of flexible 
specialisation; however, they ate, by no 
means, the sufficient conditions. The 
sufficient condition is an entrepreneurial 
culture. Such a cluster can, by no means, be 
nurtured through supply-side interventions. 
In most Asian countries, with the basic 
agrarian dominance of theii economies, 
enterprise is something alien to the common 
man. Therefore, the answer for the industrial 
backwardness of this country, as well as the 
poor impact of supply-side development 
programmes, are obvious. The solution, if 
any, is to nurture an entrepreneurial culture 
through conscious efforts. If only enterprises 
become a talk of the people, initiatives in 
these areas will become more visible. This 
possibility can be achieved only through 
decentralised initiatives. In most Asian 
countnes, the administrators decide what is 
good for the task of enterprise development. 
On the other hand, is there a possibility of 
the entrepreneurs at local level articulating 
their demands in a democratic way? If so, 
new agents of enterprises promotions, such 
as business associations, which arc closer to 
entrepreneurs themselves, are likely to 
progressively emerge as intermediaries. The 
role of the government should simply be one 
of a facilitator, and the entrepreneurs and 
their associations can he the best judges of 
what is good for them. The pity is that the 
development policy in most Asian countries 
has an erstwhile halo of Soviet planning. 
However, when it comes to reality, it does 
not serve any useful purpo.se. The countries 
should learn that decentralisation of 
administration and enterprise development 
at the local level are nut two separate subjects; 
they arc two sides of the same coin. Of 
course, the prerequisite is that planning, if 
at all there is anything, should be more 
pragmatic than ornamented. 

Mathew’s paper, though not in anticipation, 
was a critic of the popular views on the role 
of SMEs in the context of globalisation and 
free trade, as it was reflected in some papers, 
like the ones by Miranda S Goeltom, Suryati 
Herman, Soeharto Frawirokusumo, etc. To 
talk of the potential of the SMEs is easy; 
however, the social and institutional 
constraints in most developing countries do 
not permit such things to really happen. 'The 
paper by Otto Hospes on micro finance, 
provided the best illustration of these 
constraints based on hts study in Ambon, 
Indonesia. Otto calls for a demand-driven 
perspective to micro finance and micro 
enterpri.se development in general, as against 
the orthodox supply-side interventions such 
as cheap credit and inputs based on the 
assumed needs of the enterprises. Otto’s 
argument is that in the quest for providing 
cheap micro finance, the formal institutions 
failed to understand the base dynamics of 
existing institutions. For example, a major 
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Ambone.sc type of household-based 
enterprises is the jack-of-all-trades, 
combining varioussourccsof income, credit, 
food and human resources, to secure daily 
subsistence. Migrants are actual or potentially 
very important sources of credit for the local 
Amboncsc. Savings in kind and credit 
associations of economic peers aie recent 
expressions of Amboncse entrepreneurs 
eager to survive and expand their business. 
Migrant entrepreneurs lacking traditional 
entrepreneurship rights on land and trees, 
havedcvciopcd sophisticated mutual savings 
and credit associations, as well as nsk-prone 
credit contracts with the Ambone.sc. 

Piet Kictvcid and Youdi Schipper, based 
on their study in central Java, raised the vital 
question as to whether public policy really 
matters in explaining the growth of the SMfi 
.sectoi. 'lire role of public policy has olten 
been either eulogised oi decried without 
going into the details ol the same. The .simple 
fact that a particular policy laded, does not 
simply explain whether it is worthwhile or 
not. What is more important is to understand 
the specific circumstances. They concluded 
that the effects ol public assistance 
programmes for SMEdevelopmciM have to 
bccxamincd in a much wider canvas in tenns 
of a sufficient number of sectors and firms, 
pre-facio and posl-facto analysis, 
consideration of impact in terms of all relevant 
factors including employment, spill-overs 
bctw<'cn linns and the differences between 
types of assistance. 

It IS in this context that a fresh look at 
flexible specialisation paradigm in the Asian 
context emerges. Intcr-di.sciplinnry enquiries 
into the reality of these Asian countries is 
something which should piecede our 
explanations on the suitability of the flexible 
specialisation strategy. Do the diftercnt 
degrees of ‘democracy' prevailing in these 
Asian countries, and the associated 
institutions, enable these countries to move 
towards a decentralised, tianspaient and 
accountable system which considers 
enterprise development at the grass roots 
level as a mission'.' I'ree market and 
globalisation may ipsojacto bring in future 
pockets of progress fo'cvcn the most ixivcrty- 
stricken countries. However, to transform 
small enterprise as an engine ol growth 
requires an alternative set ot policies, the 
core ol which should he a system directed 
by the entrepreneur Tlic initiative should 
obviously come Irom within, but 
globalisation can probably act as an eye- 
opener. 

Socialist rhetoric has given birth to new 
jargons like ‘people-centred development'. 
But. in many cases, such jargons have failed 
to accommodate the small and tiny 
entrepreneurs as a segment of the 'people' 
In fad. they have often been painted as class 
enemies ot the toiling masses! 
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PERSPECTIVES 


Reasserting Ecological Ethics 

Bhils’ Struggles in Alirajpur 

Rahul 


As modern development threatens to displace tribal populations from 
their last fastness in the hills and forests, they have begun all over 
the world to fight for survival using modern means and melhoils. This 
.svnthesis of the traditional and the modern holds promise of survival 
not only for them hut for humanity as a whole. The historical 
experience of the hhil tribals of Alirajpur in Madhya Pradesh and 
ihtir organised resurgence in recent times may have pointers for the 
evaluation of a modern theory and practice of ecological ethics. 


I'.THICS IS ilie science of morals The basic 
, -i- il-, iiceiled lor co-existence became 
O' > r.i- •' s'.'iy early on in history Speaking 
ilieliuln 's:..'ling.Iivinglmgally,helping 
i-acli other, v. mg hard and not rc.sorting 
1.1 violence are some of the main undei- 
pinnings of morality. Nevertheless, human 
beings have tliioiighout history been immoral 
111 their behaviour The more immoral |)eop!e 
are, the mote they prosper materially anti so 
orilylip-serviee has been paid to the teachings 
ol the prophets and sages. This inmiorality 
has since the European enlightenment 
extended to the behaviour towards nature 
111 the mad rush to accumulate wealth, and 
in lighting each othcroverthis wealth, human 
beings have severely disturbed the ecological 
balance ol the planet and jeopardised their 
own luture survival. Human beings have not 
only been unethical but what is more 
'.langerous, ecologically unethical. 

One minuscule segment of humanity, 
however, has tiaditionally not participated 
III the ‘development’ race and has led a moic 
or less ethical existence m tunc with nature. 
Given the name ‘i.iJigenous people' by the 
Llnitcd Nations and in India referred to as 
tribals, these people, despitethe depredations 
and the enticements of nuxlern development, 
have mostly retained their simple, labour- 
intensive, life-styles [Redford 1991], That 
IS, the tribals have been ecologically ethical. 
They have always fought .icrccly to retain 
their uniqueness and have only been 
overcome by a combination of caprice and 
better firepower. Today, as modern 
development threatens to displace them from 
their last fastness in the hills and forests, 
tnbals all over the world have once again 
begun to fight for survival using modem 
means. This synthesis of the traditional and 
the modem holds a promise of survival not 
only for the tribals but for humanity as a 
whole. Here the historical experience of the 


bhil tribals ol Alirajpur m Madhya I-’radcsh 
and their organised resurgence inrecent times 
are first described. .Subsequently, a modern 
theory and pi aclicc ol ecological ethics based 
on them is outlined in brief. 

ViNTAOfc lieOUKiH AI ElHH'S 

The most sumpiiiotis lestival ol the hhil 
tribals ol Alirajpur is the ‘indal’. The indal 
IS unique m that it is a fe.stival hosted by a 
.single lamily as opposed to other festivals 
which are a community al l air Consequently, 
the expenses are borne by the. host family. 
The indal is held at an interval of a few years 
There is night-long singing of a paean to 
nature symbolised by the main cereal 
‘kanhan’ (jowar, a coarse millet) and the 
kalam tree. Three branches of the kalam are 
planted and bapti.sed in liquor distilled from 
mahua Howers and then nature is bcseeched 
to be bountiful into the future. The family 
t hus distributes the surpi us accumulated o vci 
a few years among the community by 
providing them with an opportunity for merry¬ 
making, while presenting itself as a supplicant 
to nature. Families arc known to sell oil their 
silver tocelcbratc the indal. The community 
responds by taking part in singing, dancing 
and the ceremonial sacritice of goats to mark 
the occasion. 

Traditionally, the understanding of the 
bhils has been that nature is munificent only 
.so long as it is not provoked. They have 
practised swidden (slash and bum) agriculture 
fora living. Simultaneously, they have hunted 
and gathered from the fore.sts to supplement 
their diet, and for medicinal herbs. A 
combination of epidemic diseases and a 
reduction in the lertility of the soil would 
make the bhils move every few years to new 
locations. Small communities, low life 
expectancy, dependence on physical labour 
and an easygoing life-style meant that a 


laiiiily'sdependciKe on the cimimiiimy was 
great, and so these small conimuiiities were 
tightly integrated by customs ol pooled laboiii 
known variously as ’las' or ‘ilhas’. Thus, the 
bhils believed ineating.driiikingimddaiicing 
to pleaselheiiiselvesaiter haul physical labour 
and avoided aceumulutiiig suipliises in 
puisuit of material wealth They have inste.id 
preteired to remain ilepeiuleni on nature anil 
the giKidwill ol their fellows. As a result, the 
bhils, while .being epicuiean, have 
neveithelcss been ecologically ethical and 
conserved then habitats The indal by 
removing the accumulated surplus cnsuies 
the continued bounty of n.iture by making 
impossibleitsovcrexploitationihiough trade, 
which accumulation invariably leads to. It 
also ensures equality and community 
togetherness through a rcdisiiibution ol 
individual surpluses iii communal mcriy- 
makiiig. The indal is thus a quintessential 
celebration ol the ecological prudence, 
cgalitarianisni and tension-liec happy-go- 
lucky attitude of the bhils 
The bhils ol Aliiaipur belong to various 
sub-tribes ol the bin I tribe which populates 
the states of Rajasthan. Gujarat, Madhya 
Pradesh and Maharashtra. Onginally, they 
were in a small area in Sindh, southern 
Rajasthan and north-westcin Madhya 
Pradesh |Nath 196()|. Ancient texts ol the 
third century AD have mentioned the bhils. 
There is evidence of the bhils having defied 
the might ol the Gupla eiiijietois on the 
strength of their superb archery skills and 
retained their independence | Kosambi I9.S()| 
Ever since, they have jealously guarded their 
habitats. Later, they aided the rajputs iii their 
fights with each ofhet and against the 
Muslims. Bappa Raval, a rajput, .set up the 
Mewar kingdom in Raja.sthaii with the help 
ol the bhils With the introduction of lircarms, 
the bhils fust came under pressure. The 
Muslims and the rajputs began to encroach 
on bhil territories and the bhils were lorccd 
south Thus started the bhil exodus which 
continued right up to the IKth ce.nlurv and 
spread to the picsent areas of habitation. This 
exodus Is desenbed in quaint stones ol its 
history, transmitted by recital and singing 
through the lenturics. Even though the 
rajjiuts ruled over them, apart from having 
to oiler ‘begaar’ Uorvee or forced labour) 
and pay some nominal taxes, the bhils, 
especially those in the remoter areas, 
remained independent and able to pursue 
their own designs. So much so that they used 
to (rcquently waylay trade caravans on the 
route from, the north ol India to the west, 
not for looting but to try and prevent what 
they considered a trespass into their territory. 

Circumstances changed drastically with 
the advent of the British Having decimated 
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their own forests to fuel industrial 
development and trade, the British began to 
exploit the Indian forests from the early 19th 
century onwards. 11iis exploitation increased 
with the laying of railways in western India 
in the 1850s. The level of extraction reached 
altogether new levels requiring deep inroads 
into tribal territories, 'fhe domain of the 
bhils, too, was encroached upon. Anothei 
practice i n the British India was the settlement 
of kanbi patidars from Gujarat and Madhya 
Pradesh in the bhil areas to increase the 
income from land revenue. Naturally, the 
bhils fought this displacement and destruction 
throughout the 19th century, and during the 
Great Bhil Rebellion from 1857-60. posed 
a serious challenge to the British rule. Khajya 
Naik, Chitu Kirar and Tantia Bhil of this 
period became folklore heroes. Outbreaks of 
rebellion continued into the 20th century, in 
the mid-1930s. a movement started i n Jhabua 
fur the emancipation ol the bhils from the 
rule of the feudal lords who demanded free 
labour and from thcclutchcsofthc'sahukars' 
(moneylender traders) who extorted, 
exorbitant interest on loans advanced. This 
movement continued into post- 
independence, and came to be known as the 
‘Lai Topi Andolan’ (Red Cap Movement) 
because of the red caps wont by its members. 

This long history of militancy to defend 
a subsistence existence is an indication of 
the tremendous satisfaction it u.scd to provide 
despite the ‘poor quality of life' bv our 
modern standards. The bhils have been 
militant enough to defend their habitats 
from exploitation for profit. The four 
characteristics of the ccologial ethics 
tiaditionally practised by the bhils are 
ecological prudence, egalitarianism, a 
tension-free, fun-loving attitude to life and 
an uncompromising militancy in defence of 
this life-style. 

Things Fall Apart 

The Alirajpur tehsil in Jhabua district in 
the south-west Madiiya Pradesh has hilly 
terrain with peaks more than l.(X)0 m in 
height, and nver Narmada flowing to its 
south. Once heavily f orested by dry deciduous 
species like teak, anjan, dhavra, kalam. etc, 
it has now mostly become barren. This aretj 
even though nominally under the suzerainty 
of the two kingdoms of Alirajpur add 
Mathwad, was in effect largely a free area 
for the bhils. Only those in the immediate 
neighbourhood of the seats of the kingdoms 
were bothered for ‘begaar*. Consequently 
right up to independence, this area remained 
relatively free of interference and the people 
continued to practise swidden agriculture. 

Madhya Pradesh was formed out of the 
Central Provi nces and an assortment of feudal 
kingdoms in 1956. Immediately thereafter, 
the Madhya Pradesh forest department was 


set up. A survey of the whole of the .state 
was undertaken. People in the Alirajpur area 
were settled on the land they happened to 
be cultivating at the time and swidden 
agnculture was banned. All forest lands were 
vested either with the forest department or 
the revenue department. The area with the 
forest department was declared as ‘reserved 
forest’ under the Indian Forest Ad, 1927. 
Soon after, the forests began to be worked 
for fuel and timber for the continuing 
industrialisation and urbanisation in the 
nearby state of Gujarat, which had already 
laid bare its own forests. Paltry wages were 
paid to the bhils and their natural resources 
and labour were exploited ruthlessly. Traders, 
too, made their way into the jungles and the 
area was integrated i nto the ex panding money 
economy INCAER 1963]. 

The timber contractors in collusion with 
the forest department staff began 
indiscriminately decimating the forests, 'fhis 
soon put the tribals in a difficult situation. 
They could not shift to newer IcKations any 
more as the fertility of their soils decreased. 
Moreover, the availability of minor forest 
produce decreased severely, curtailing their 
supplementary consumption. Integration into 
the money economy meant that some needs 
for manu factored goods were created among 
them. Thus, they fell into the clutches of the 
moneylenders. Situation got aggravated due 
to corruption in various government 
departments like revenue, police, justice, 
development and education. Not only did 
funds not reach them but bnbes were extracted 
from them. Alirajpur became a chronic 
droughl-prone area and the bhils sunk below 
the poverty line. Whatever little health and 
cducafion facilities were provided resulted 
in reduction in infant mortality and an increase 
in population. This squeezed the bhils and 
the) began degrading their habitat in order 
to survive. Today, with vast areas completely 
degraded, bhils have no alternative but to 
migrate either permanently or seasonally 
(Aurora 1972]. 

With the destruction of the resource base, 
.the culture of the bhils has come under 
pressqos. Scarcity and poverty has resulted 
in fragmentation of community bonds. The 
minions of the state, whether government 
servants or party workers, have co-opted the 
village ciders into helping them fleece the 
rest of their tribe. Education has promoted 
selfishness and competitiveness, and resulted 
in drain of .he educated into towns and cities 
for jobs and business. Those who have made 
it in the mainstream tend to flaunt their 
relative wealth but the traditional 
egalitarianism has vanished. Lastly, migration 
to the urban areas in Gujarat has created a 
taste foraconsumerist life-style driving final 
nail into the coffin of traditional tribal life. 
What can be more indicative of this 
deterioration than the fact that a majority of 


families have not been able to host ‘indal’ 
for years together. The custom is slowly 
dying or mutating into a community fc.sti val. 
liie predicament of the bhils has been more 
tragic by the continuous downgrading of 
their culture as primitive and subhuman by If 
the non-tribals. 'Phis combined with the 
torture from police and forest department 
officials has resulted in a total loss of 
confidence in themselves and conversion of 
their natural militancy into internecine 
quarrels, murderous dacoity and alcoholism. 
Old men recall with tears in their eyes the 
golden days of their youth when they had 
enough to cat and forests to hunt and gather, 
and when quarrels over land and murders 
were unheard of. 

As if this is not enough, the Sardar Sarovar 
Project (SSP), a multipurpose dam now under 
construction on the river Narmada i n Gujarat, 
will finally seal tliefateofthcbhilsof Alirajpur 
(Alvares and Billorcy 1987]. Submergence 
will cause displacement of over a thousand 
families spread over 26 villages, while 
thousands more arc threatened by ^ 
displacement due to the creation ot a wildlife 
sanctuary. The whole of the Alirajpur tehsil 
will come under pressure Irom those 
displaced. A process which had started with 
the decimation of the bhils’ forests will 
culminate in loss ot their ancestral lands and 
over their labouras grist for further industrial 
and agricultural prosperity ofGujarut A bhil 
folk-talc illustrates their understanding of 
how they arc being duped. A baiariya (non- 
tribal) once came and asked the bhil king 
for as much land as could be covered by the 
hide of a buffalo to start hts business The 
king readily agreed, 'fhe bajariya then 
proceeded to cut the hide into thin strips and 
tie them together to toriri a lung string ‘ 
covering the whole of the kingdom The tale^ 
analogically narrates the trickery by which ' 
non-tribals have disinherited tnhals. | 

Nattre’s Chilorpn Rearm 

In 1982 some activists began organising 
the people in the Mathwad area to demand 
their rights guaranteed under the (Constitution 
of India - mainly, the right against 
exploitation and the right to livelihood. 
Initially, mass action was initiated by daily 
labourers working on governme.ntal 
developmental works against the non¬ 
payment of minimum wages. The first ever 
strike in Jhabua came to a successful 
conclusion and word spread that it was 
possible to fight the all-powerful ‘sirkar’ 
(government). Soon people tegan to put 
forth their long standing problems. The most 
serious was people’s alienation from the 
forests. The problem was aggravated by tht^ 
fact that having made forests a national, 
property, the Indian Forest Act 1927 reduced 
the tribals to being trespassers in their own 
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backyard. Thus, any assertion of rights over 
forests amounted to criminal activity under 
prevailing laws. 

People made illegal use of forc.st land and 
produce for agriculture, animal husbandry 
' and other purposes, after paying hefty bribe.s 
in cash and kind to the forest department 
staff. In addition, the tnbals were subjected 
lu beatings. Naturally, the local forest 
department staff reacted negatively to the 
people’s demand for free access to forest 
land. When matters were pursued at higher 
levels of the bureaucracy tmd the government, 
compulsions of the law were advanced as 
an excuse for inaction. When people went 
ahead and laid claim to the forests forcibly, 
full force of the state came down to emsh 
ihcir challenge Crackdowns on activists and 
people, filingof false casesagainst them,and 
attempts to brand them as terrortsts, were all 
tried to thwait people in then cndeavoui to 
• >:iin control over a vital resource 

! iic l•>ngbaule,slretclledover!.ev■en years, 

< s I .' . won in 1989. Since then, apart 
".•ii '■ , CM’il • kirmishes local inhabitants 
aiL I.'; , 1 , aci.-. or.'i.'l of their fore.sts. This 
struggle ti.i an extremely educative 

one Strikes,Ml -.’.1 ..ralliesand.ononecmcial 
occasion, a mass hunger stnke were the main 
forms of ma.ss act ion. I n additi on. legal action, 
lobbying and media publicity were used for 
providing support. Bylheeaily 1980s, it was 
viewed that forests could be conserved only 
by the active participation of forest-dwellers 
IRepetlo I988|. Moreovei, .satellite surveys 
revealed only 11 per cent of the Indian 
laiulmass to be covered by dense forest as 
against the fores! department’s claim of ,10 
per cent. .So. aggressive regional, national 
and mternulionui publicity against the forest 
department' s repressi vc and corrupt practices 
was resorted to, to undermine its legitimacy. 
The courts were used by the people to lodge 
counter-cases against the lower government 
stall and sometimes to challenge the 
consiiiulionality of the government's policies 
and actions. 

This kindof politic al mobilisation required 
a wider organisation than that of the small 
tribal commumties.So,in 1987 atradeunion, 
Khediit Ma/door Chetna Sangath (KMCS) 
was formed. The requirements of the struggle 
revealed many chinks in traditional tribal 
society One major drawback was the non- 
participationof women in social and political 
matters, and their subordination to men. 
Another problem was alcoholism. A third 
difficulty was the preponderance of 
superstition compounded by illiteracy and 
unfamiliarity with the ways of the modern 
state and market. These weaknesses began 
to be increasingly realised after 1989 as 
KMCS began to intervene in development, 
education, revenue, health and police 
administration, and in the usurious practices 
of the sahukars. Thus, the need for evolving 


a new culture that combines the bc.st of the 
traditional and the modem began to make 
itself felt. 

A persistent problem throughout the 
decade-long struggle has been the opposition 
of the village elders w'ho have been co-opted 
by the state to facilitate its control over the 
people and their resources. Any assertion ol 
independenceby tribal masses means adrastic 
reduction in the influence and earnings of 
theelders. There havebeen murderous attacks 
on members of KMCS resulting once m 
death of one person. As a result, communities 
have been split between KMCS and the 
ciders. 'The elders arc invariably members 
of one or other of the mainstream political 
parties. Being shrewd political operators, 
they have often succeeded in winning over 
KMCS leaders with offers of largesse or 
threats of slate repression. The Lai Topi 
Movement too suffered from this kind of 
erosion. So, though KMCS ha.s a positive 
image among the people because its actions 
have made the bureaucracy and the 
government more responsive to the needs of 
the people, theopposition of traditional tribal 
leadership has prevented KMCS Irom 
acquiring mass base broad enough to seriously 
challenge the stale. Most people are 
calculali ve enough to associate with KMCS 
fur solving speci fic problems without running 
the risks of repression involved in becoming 
a permanent and active member. 

The problems of Alirajpur are primarily 
the result of lopsided development policies 
followed since independence. These have 
been aggravated by the tnbals’ unfamiliarity 
with mcxlcrn socio-economic systems and 
the local non-tribals’ rapaciousness. So, 
despite KMCS’ improvements in socio¬ 
cultural sphere, the continuing unsuitability 
of the larger development policies has 
maintained the condition of the tnbals 
precarious. The lack of appropriate livelihood 
opportunities in absence of adequate 
investments in human and environmental 
resources is forcing the tribals to further 
deteriorate their resource base after gaining 
control of it. The government in its bid to 
extend market economy has encouraged the 
tribals to produce for the market and not just 
for subsistence both from their fields and the 
forests. Schemes like Integrated Rural 
Development Programme and Training of 
Rural Youth in Scif-employment, have been 
introduced based on this faulty logic. The 
most glaring maldcvelopmcnt has been the 
proliferation of lift irrigation schemes on 
streams. ’These have resulted in the adoption 
of the green revolution agricultural techni¬ 
ques with the attendant problems of soil 
leaching, scarcity of water and electricity, 
and social tensions seen elsewhere (Shiva 
1991]. 

Ascarly as 1987, KMCS began formulating 
an alternative developmental paradigm. It 
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consisted primarily hamessi ng the vast labour 
resources for watershed development with 
the aim of increasing the biomass production 
of the area so as to meet the minimal food, 
energy and fodder needs of the people. Laici. 
in 1990. KMCS tried to co-o|)ciale with the 
administration aiul use govcinment lunds 
for such development, but the cxpeiiment 
proved abortive because of the 
superciliousness and ami~|K'ople attitude ut 
government servants In 1987 a ‘Jungle Mel a' 

(Forest Fair) was held by KMCS lor the fust 
time as a celebration of the new culture and 
scIf-confidcncc generated by the stmggle 
Programmes that have ongmated from these 
fairs are reseaahing and documenting the 
history of the bhils, strengthening of 
indigenous systems oi medicine and 
traditional institutions ol consensus-based 
democracy, development of innovative lomis 
of education in Rhili, publication ol literature 
in Bhili and the creation of an unique sell 
image lor the Bhils. 

'Diis process got a Iremctuioiis filliji from 
the struggle against the .S.SP which gained 
momentum in the late l9KI)s Anii-dam 
struggle broadened the horixons ol the bhils 
as people and views from all over the world 
converged on to Ihe area, and the Bhils, too. 
got an opportunity to travel widely across 
India to take part in agitations. Under intense 
inicmalional pressure, the World Bank finally 
made proper rehabilitation a condition loi 
continuance of its financial aid to the .SSP 
The government translated this into repressive 
measures forcing people to settle on lands 
not of theii choice. In January 199.L a police 
party raided one of the alfected villages, 
Anjanvara, just when the people were in the 
midst of celebrating a community indal after 
a decade. The incensed villagers fought back 
the police party and a small-scale war between 
KMCS and the government ensued. The 
administration swtiopcd down, arresting and 
beating up some .fO men and women in 
police custody, and then pariiding them in 
handcuttsin Alirajpur Nevertheless,KMCS 
came out the better in the end bccau.se the 
adverse publicity resulting from these 
excesses resulted in the World Bank 
withdrawing from the ,S.SP, and the Supreme 
Court of India upbraiding the administration 
for Ihe abuse of human nghts. 

KMCS, instead of working on 
preconceived theones, has evol ved its policies 
and .slrategies on the basis ol problems it has 
faced The only stress has been that the Bhils 
must become able to run their lives, both 
theoretically and materially, according to 
their own genius. It has neither romantici.scd 
the tribal life-style nor over-criticised 
modernism. Even in organisational structure. 
It has sacrificed operational efficiency for 
freedom so as not to suppress the traditional 
tribal culture. 'There is a loose centralisation 
under a dispersed leadership, and no 
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bureaucracy at all. Often different sets of 
members work at cro.ss-purpo.ses. Though 
there is a general .scepticism about the whole 
state apparatus, many KMCS members 
participate wholeheartedly in various 
government schcme.s I lowcvcr, all activities 
arc later subjected to analysis and lessons 
drawn from the experiences. As a result, 
KMCS is today an organisation whose 
policies and programmes arc being 
determined by the bhils of Ahirajpur, largely 
against the dominant paradigm of 
development. 

A decade of struggle has not only 
empowered the bhils to fight the modern 
state on its own terms but has also given them 
the ihcorctieal ability to challenge the very 
premises on which it runs. Simultaneously 
there has dc velo^icd a healthy trend of critical 
evaluationof thedrawbacksof the traditional 
bhil life-style and conscious attempts arc 
being made to overcome women’s 
subordination and superstition which 
somci lines combine i n the murder of women 
on the suspicionof being witches. Campaigns 
against alcoholism and illiteracy have also 
been launched. To broaden its mass ba.se, 
KMCS has tried to forge links with other 
tribal organisations in the area. The new sclf- 
coiilidence is reflected in identifying and 
(eicbraling the deeds of long-forgotten heroes 
bkc Chitu Kirar. Chilu's bungalow-cum-fort 
III Sorwa village was converted after his 
execution into a police station in the 19th 
ceiuuty by the Rntish, to subdue his rebellious 
followers, and remains so even today. This 
injustice forms the theme of the refrain sung 
by KMC,S members to revive the old spirit 
of tcbclliousncss: 

Chilu your lovely bungalow 

Has been sei/.ed by the Sirkar (government) 

One day we will strike a blow 

And restore the old glory to your Durbar 
(Court) 

Lcoi.ooical Ernies for Our Times 

The greatest tragedy in history is, what has 
come to he known as the ‘Colombian 
Encounter’ |Turner and Butzer 1992]. 
Humans had begun trading in surplus 
pioduction since antiquity and by the 12th 
century this trade had reached huge 
proportions in exotic cloths, spices, gems 
and steel brought to Europe from the East 
vi a t he M iddIc-East .This trade was control led 
by the Arab Muslims from the 9th century 
onwards, and was the real cause behind the 
crusades which were ostensibly launched to 
free the holy city of Jerusalem from the 
clutchesoftheinfutels. Things became worse 
with thcTurksoverrunning the main Middle- 
Easicrn trade centre, Constantinople. The 
Europeans, who had developed the art of 
deep sea navigation and invented firearms 
by the niid-lSth century, baulked at this 


control and sought an independent route to 
the treasures of the East. A powerful trans- 
European banking network had ahso come 
into being by this time which required for 
its expansion more and more surpluses 
monetised through trade. Thus, many 
daredevil explorers began to set out from 
European countries in search of a new route 
to the East. Christopher Columbus, and 
following him within two centuries, 
Europeans with their better firepower, 
navigational ability and downright trickery 
were not only able to gain control over vast 
areas and diverse peoples in the Americas, 
Africa and Asia but also over the world trade. 
Vast surpluses pouring into Europe pushed 
it inexorably towards inventing bcttci 
production systems rc.sultingin the indu.stnai 
revolution which set into motion a process 
that has brought us to the sorry pass we arc 
in today. The tragedy of the Columbian 
encounter is not only that it resulted in deaths 
of millions of people but that it established 
greed and profit-making as the dominant 
determinants of human behaviour displacing 
the wisdom of sustainable living based on 
ethical values and holistic knowledge systems 
that had informed earlier, mostly tribal, 
societies [Richards 1985). 

There can be no denying that modernity 
has provided scientific understanding of 
natural procc.sses. advances in medicine, and 
in thccasc of India, countered the abominable 
caste system. These are, however, far 
outweighed by the dangers of militarisation, 
unsustainable urbanisation, increasing 
poverty and unemployment, social 
breakdown, criminalisation and 
environmental degradation. This can be 
attributed to what can be called the ‘vicious 
circle of affluence ’. The cornering of rc.source 
invariably requires military powerto acquire 
and maintain wealth. The competitive ethos 
thus promoted spurs everybody to try and 
become affluent engendering more 
consumption of resources and further 
militarisation. Consequently we have today 
glaring inequalities in wealth, knowledge 
and power, and a global overconsumption 
of resources. Today, money itself has become 
a tradable commodity for speculative 
financiers whocall the shots in global political 
economy today (Clairmont 1994). 

A particularly noxious and dangerous 
consequence of this development is 
overcentralisation of power. Initially, this 
centralist ion began in the production place 
and in the market but soon it spread to the 
other social spheres as it became essential 
to control the rebellious masses when they 
protested the depredations resulting from 
development. This centralisation gave rise 
to monolithic institutions serviced by 
impersonal bureaucracies This gave rise to 
a dehumanising alienation of workers from 
their work and of individuals from society. 


The situation has become even more desperate 
today with vast billions engaged in routine 
and uninspiring work. 

Another negative phenomenon is the rapid 
spread of immorality through the media and 
advertising promoting a culture o^ 
consumerism. Things have come to a stage 
where all cultural activities aie sponsored by 
business corporations and generally aimed 
at titillating (he baser instincts in order to 
sell unnecessary goods and services. 
Consumerism has weaned people away from 
physical labour and put great stress on 
environment and social relations worldwide 
(Durning 1992]. Centralisation and 
consumerism have together meant a forced 
uni versalisation of modern European culture 
and social organisation to the exclusion and 
erosion of vernacular traditions Freedom ol 
the individual is progressively being 
circumscribed and the diverse worldviews 
and knowledge systems ol different peoples 
being destroyed. This has seriously 
jeopardised the ability of the human race to 
continue to innovate in a siistaiiiablc manner i 
into the future. 

Development ba.sed on trade, markets, 
centralisation and consumerism cannot be 
sustainable because these are all unethical 
ways of utilising the social surplus. An 
alternative developmental model must 
encompass drasiicallj dilferent modes ol 
economic activity, social organisation and 
culture to ihat being globalised under the 
auspices of the World Bank, International 
Monetary Fund, World Trade Organisation 
and the United Nations IFereira 1992] 
Beginning with the Old Testament, thinkers 
and sages throughout the ages have re|icatedl y 
warned against trade and the market precisely 
bccau.se they spurgreed and cause inequality ^ 
The ancient Indian texts, the Vedas, are- 
unique in that they do not mention trade af. 
all because they were the intellectual product^ 
of a tribal culture vci-y much in rapport with 
nature. They lay emphasis instead on the use 
of the surplus in the supplication of nature 
[Radhakri.shnan 1958].So,insteado:'seeking 
technical solutions to environmental 
problems caused by overconsumption, human 
beings should amend their unethical 
behaviour. [k)uality and sustainability will 
have to be made the determinants of 
development. Thus, how much surplu' is to 
be generated, how it is to be reinvested and 
what technologies arc to be u.sed, will be 
ethical, and not economic, decisions taken 
through con.scnsus. 

Unfortunately, in tandem with the general 
trend towards commercialisation, there has 
been a proliferation of unwanted theorisation 
of unethical behaviour by academics and 
philosophers who have become enamoured 
of consumcrist life-styles. Consequently, it 
a new ecological ethics is to evolve then a’ 
practical and simple synthesis of classical 
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c’lhii's, tribal values and science in our daily 
lives will be an absolute necessity. This will 
invariably mean a bitter struggle to overthrow 
present globalised and institutionalised 
liiniorality. Such struggles have begun 
proliferating the world over but are as yet 
marginal in their impact. In India too, in 
recent years, (here have been many small 
protests and some of thorn have been 
successful [Parajuli 1991], Yet, due to the 
lack of a clear theorelical perspective and 
honesty of purpo.se, these .struggles have not 
coalesced into .1 systematic and powerful 
I liallengctothedominanl paradigm. A serious 
drawback r>l these movements has been an 
excessive reliance on the media and 
enlightened urban support, both national and 
internatiuir.il, rather than on oiganisational 
work among the masses. Both the media and 
the urban elite pay only lip-service to Ihi 
cnviioninent and continue to puisne 
destructive iile-siylcs 

, The deprived masses, especially the irtbals, 
who arc least aficcicd by consumerism and 
who are also at the leceiving end of much 
ol Its destructive impact, aic the people most 
likely 10 ( verihrow (he prc.sent system, once 
organised. Whiil is required is a revolutionary 
peispceiive to replace the lefornust stance 
ihai IS general ly adoptetl by environmentalists 
in this country and elsewhcie Devising the 
lorm and content ol this revolutionary 
ecological praxis is an urgent need and some 
:ic,Klemic attempts are being made [Walts 
ml|. 'file woik of KMf'.S, theiefore, despite 
all Its limitations, constitutes an cxcrct.se n| 
iclevancc to our times. 
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REVIEWS 


Representing Narmada 

Krishna Kumar 

In the Belly of the River by Amila Baviskar; Oxford University Press, Delhi, 
IW. 


AMITA BAVISKAR provates what might 
well be the most succinct and unreluctantly 
partisan summary of the Sardar Sarovar 
Project given by an objective researcher to 
date: “The SSP is one ol India’s many large 
multi-purpose river valley projects that seek 
to abrogate the npariaii rights of one section 
ol the jiopulation in order to provide water 
or electricity to other people, mainly elites” 
(p 198). For a book written with con.scious 
sensitivity to words, and not just to problems, 
this is aremarkable statement of commitment 
indeed, especially in view of the fact that it 
Icavesthctcrm 'elites’ inastatcofundenned 
vagueness. In another place where Baviskar 
suggests that she has her ear closer to the 
ground, she disaggregates the term ‘elites’ 
and finds a section ot them to be among the 
losers m the SSP game. She claims that the 
interests of this section, namely the patidars 
ot Nimai, have been downplayed even as 
.'mother riparian community, that of bhilalas 
inhabiting the hilly vicinity of the Sardar 
Sarovar dam, has been ‘showcitscd’ by the 
Nannada Bachao Aiulolan (NBA). As the 
book proceeds beyond the gentle 
anthropology of the middle chapters 
de.scrihing hhilala life, it picks upan irascible 
and wordy lone. This new lone remains 
somewhat under control in the portion 
portraying the con.scientising elforts of the 
Khedut Ma/.door Chclna Sangath (KMCS), 
but gets audibly shrill towiuds the final 
sections which describe the politics of the 
NBA. Though aware and even appreciative 
ot the NBA’s pei vasivc effect on the valley, 
the book accuses it ot lacking integrity. 
Luckily, there arc limits to what can be 
proved inthccourscofadoctor.il dis.scrtation, 
even one wntten for Cornell The charge 
against NBA icmains unsubstantiated, and 
the leadens left to wonder whether Baviskar 
had attempted too much, especially with 
her ambition to sjian the vast distance that 
any student of society should know .sepa¬ 
rates the logic ol enquiry troin the logic of 
action. 

Tlie specific milieu in which Bavi.skar 
gained her insights into the Narmada stniggle 
and the life pattern of the bhilalas is 
Anjanvara, a village in the submergence 
zone of SSP. The elaborate portrayal of 
bhilala life, including its relationship with 
nature and some aspects of bhilala 


epistemology, serves as a somewhiit delicate 
peg on which Baviskar hangs her weightier 
concern articulated as a hypothesis; “I 
expected that adivasis acted politically in 
response to their experience of development 
- a process which has resulted in the alienation 
of their natural re.sourcc base and their 
subsequent cultural impoverishment’’(p47). 
At the end of the book, Baviskar says, “If 
development was the God that failed, it was 
never an adivasi God” (p 241). I tried hard 
to find the evidence which might act as a 
link between these two .statements, but I 
failed. True, the first .statement can be 
interpreted in more ways than one, and it is 
possible that I got it wrong. In iny reading, 
the clause alter the dash states an assumed 
truth, namely that development has resulted 
in two things; one, alienation of the adivasis’ 
natural resource base, and two, their cultural 
impoverishment. The book goes at 
considerable length into the first 
consequence, but deals rather .skimpily with 
the second. Maybe this is why the conclusion 
that development “wis lie veran adivasi God” 
sounds rather hollow despite its dramatic 
ring. How do we know that development 
never created any illusions in the adivasi 
mind'.' 'I’lie only answer Baviskar seems to 
oiler comes in the shape of a rhetorical 
argument after the second statement quoted 
above. “People were never enchanted by the 
myth of development; how could they be 
when they only experienced its crushing 
exploitation’.’’’ No myth could be worthy of 
Its status as a myth if it did not have the 
capacity to make people ignore the truth that 
their own experience leaches them. 

Baviskar does not notice this obvious 
problem in her argument perhaps because 
her interest in it is purely instrumental. It 
helps her make the point she wants to make, 
that tribal resistance to the state in the context 
of SSP has been appropriated by the NBA 
because the appropriation has enabled the 
NB A to pursue its anti-development agenda. 
Baviskar’seritiqueofthe NBA inthis matter 
IS harsh and clear; “the assimilation of adi va.si 
struggles into an anti-development agenda 
neglects history - that people have always 
fought against outside oppression, on their 
own terms. Their history of resi.stance long 
precedes the history of development” (p 241). 
But ‘neglect of history’ is only a theoretical 


failure. In Baviskar’sjudgment, the Narmada 
movement has done worse. It has 
’appropriated’ a specific stniggle waged by 
a tribal community in a generalised battle 
of environmentalism both in a theoretical 
and a practical .sense. In her attempt to prove 
these serious charges, Baviskar invokes 
Ranajit Cuba’s well known essay, ‘The Pro.sc 
of “ountcnnsurgency’. In this essay Guha 
had shown how the local nuances of a peasant 
rebellion were successively rcca.st into the 
generalised agendas ot colonial domination 
and later on, the fieedom struggle. Each 
time, the peasant got incorporated as a 
“contigual element in another history with 
another agenda” different from his own. In 
Baviskar’s paraphrasing of Guha, the 
historian of the freedom struggle is replaced 
by urban scholars of social encounters and 
environmentalists They arc pcrceivinl as 
rearranging a localised struggle “along an 
alternative axis of a campaign for 
sustainability and social justice". The tnbal 
people, whose struggle is thus appropriutcti, 
arc debarred from hcconung "conscious 
subjects ol their own hi.story" (p 2.19) It is 
clear that Baviskar would like to icpatrialc 
to the tribal people the right to own the image 
and memory ol their struggle. As spectators 
of this symbolic interaction. I suppose, we 
have the right to ask what sort of act this 
proposed repatnation is and what its practical 
con.scquencc.s might lie. If the locus ol this 
act is the community of scholars, the situation 
does not change much for the trihal; lor if 
they were excluded from the construction of 
the Narmada movement, as Baviskar alleges, 
they arc equally excluded from Baviskai’s 
act of repatriation, in this latter attempt, the 
tribal becoiiies a means tor a scholar to gam 
moral and methodological superiority over 
others who stand charged ol using the history 
of tribal and peasant stmggles in the.r own 
political agendas. Surely, unmaking of a 
certain kind of knowledge cannot claim any 
more selflessness than what is being denied 
in the makers of that knowledge. 

AmitaBaviskar claims that the hill bhilalas’ 
stmggle has elements that the NBA prefers 
to ‘downplay’ in its strategy of appropriation. 
She argues that the ’politics of honour’ is 
an integral part of bhilala .society. She portrays 
a few incidents which show how 
considerations of a village community’s 
honour motivate the bhilalas to engage in 
collective action. How this kind of motivation 
interferes with the adivasi’s engagement in 
resistance to the SSP is not discussed in any 
detail. 'This is very disappointing indeed, for 
such a discussion alone could have proved 
Baviskar’s point about the NBA’s 
manipulation and appropriation of adivasi 
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rcsisiance. A similar problem arises when 
Baviskar charges the NBA of “showcasing 
(it the hill adivasis and the simultaneous 
downplaying of the patidars" (p 228). That 
the NBA leadership has had two discrete 
,local audiences and orbits of participation 
m these two nparian communities is hardly 
the kind of data one needs a prize for picking 
up. The social geography of the submergence 
/one of Sardar Sarovar is quite obvious. And 
Baviskar herself says that despite the sharp 
classdiscontinuityfeaturcdinthis geography, 
the alliance brought about by the NBA 
between the hill adivasis and the plains 
patidars in their rcsisiance to the SSf* “has 
been remarkably successful, with no overt 
hostility or tension” between the two 
communities (p 220) 

Yet another argument given in support of 
the appropriation theory is that neither the 
hhilala adivasis nor the patidars present roK - 
models for the ideology promoted by the 
NBA as part of its entique of the state’s 
development policies. Baviskar’s complaint 
that the patidars' way of life, especially their 
newly acquired high-yielding agricultural 
practices, aie inconsistent with the slogan ol 
sust.nnabihty raised by the NBA is incredible. 
II Baviskar finds the NBA's entique of 


development purely rhetorical, the rhetoric 
can surely be criticised with the help of 
problems inherent in it rather than by citing 
a community’s inability to live up to the 
ideals which have surfaced in the course of 
its preparation to face a threat. Baviskar 
examines the bhilala agricultural and forest- 
use practices in a similar fashion, and she 
finds that the adivasi’s current way of life 
is not terribly sustainable either. She herself 
suggests a reason why this should be so 
(namely, because of the distortions caused 
by prolonged state repression and injustice); 
yet she treats the adivasi’s present-day life¬ 
style as a basis for judging the 
environmentalist ideology of the NBA. The 
entire argument borders on invalidity, 
especially when one considers the central 
point in Baviskar’s thesis, that both the 
adivasis and the patidars have been 
appropriated by an urban middle class 
environmentalists’ movement. If the 
Narmada Bachao Andolan is neither the 
adivasi’s nor the patidar’s own movement, 
as Baviskar suggests, then why should these 
communities provide models for the 
Andolan’s ideological stance'? But argument 
apart, I cannot sec why anyone should look 
forniodel collective bchaviouras acondition 


for acceptanceof sincerity in a protest against 
an act of aggression By applying this kind 
of criterion the book attempts to acquire a 
further edge to its striking character. Many 
readers who will not have the leisure to 
ponder on the numerous contradictions 
interspersing its attractive .style arc likely to 
be struck by its hard message. The reader's 
plight IS likely to be exaceibated on finding 
several well known names assexnated with 
the NBA on the acknowledgement page, 
without the usual disclaimer that the author 
alone is responsible for the use made of their 
help. 'I'here can be ho doubt that the hook 
inflicts what damage a bmik can inflict on 
a popular movement. It leaves one 
considerably di.sturbed about the character 
that the world order necessarily seems to 
impart to an attempt to construct knowledge 
about threatened communities and those who 
daic to fight on their behalf. As a skilled and 
arguably sensitive researcher Baviskar might 
well be aware that methodological and 
stylistic prcicrcnccs which are part of a i rend 
do not guarantee the interests of scholarship 
or ot people any better than the prclerences 
they replace. We could all do with .some 
mure self-doubt, and not |u.st those engaged 
in the battles of others. 
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Population Aging 

IS Gulati 

The Elderly in India by Kuinudini IXindckar; Sai!c Publications, New Delhi, 19%; 
pp 229, Rs 295 


KlJMUUINl DANDRKAR’S book., as Us 
iitie makes clciir, is about the aged in India, 
though the held work she uses to supplement 
her analysis of national level data available 
from secondary sources was done in 
Maharashtra, a state which very much 
resembles the average for India, Dandekar's 
study is not only extremely timely hut also 
very relevant lor poliiy purposes at the 
national level 

Although the proportion ol the elderly in 
India was ju.sl about 7 per cent in IWI, it 
"is toiind to grow lapidly in the coming 
years", as Dandekar puls it, because 
"population aging is one ol the significant 
hy-producis ol the so calleil demographic 
transition the country is currently 
experiencing”. Given the trends, while the 
pvipulation below 15 years may dcciease to 
less than 25 per cent, “the population 
above hO years might use above 10 per cent 
or so" 

Daiulekai also believes that the old will 
lend to slay more in rural areas “'I'hc old 
everywhere preler to stay in niral areas more 
than those ol other age groups”, although, 
as one can note from the example ol the IJ,S 
she herself cites, it docs not mean that the 
present sort ot rural-urban disirihulion ol the 
old, namely, 80 rural to 20 urban, will 
continue to obtain in India. All that the 
cxpcncnce ol other countries seems to suggc.st 
IS that the proportion of the rural old may 
he higher than the proportion ol the total 
rural population m. say, the year 2025. .So 
whatever problems relate to the aged may 
nut necessarily have as strong a rural 
dimension in future as they have in today’s 
India 

Dandekar is perhaps on stranger grounds 
when she says that "older populations all 
over the world arc predominantly female, 
though It will take some years before this 
becomes tnic lor India". The trend however 
IS already observable. Moreover, “the 
percentage ol widows among old women is 
much higher than the percentage of 
wulowers". In fact, already the number of 
old widows IS three to tour times larger than 
that ol old widowers. 

Dandekar’s analysis of the data thrown up 
by 42nd lound <it NSS on old men and 
women shows that "women always suffered 
from poorer health as compared to men”. 
Also, “women were more immobile than 
men" on account of ill health. 


Could health be the reason why while 
three-fourths of rural men aged 60-64 were 
reported as gainfully active only one-fifth of 
rural women were similarly active’.' Perhaps 
not altogether. Women, when old. had to 
occupy themselves mostly in attending to 
domestic duties. This is found to be true for 
both rural and urban women, indeed truei 
for urban women. This lact could not be 
uncomicclcd with the finding, again based 
on NSS data, that “82 per cent of old women 
in rural areics and 88 per cent in urban 
areas h.ad to be fully supported by others”. 
Tor rural and urban men the corresponding 
figures wcic 38 per cent and 33 per cent 
respectively. 

Ol course, the lact that the old had to be 
"lully .supported by others" in such large 
proiKirlions does not necessarily mean that 
all these old persons, especially old women, 
belonged to poor households. But Dandckai 
appears to be generally tight when she 
emphasises the lact of “poverty in old age” 
and that the main problem in old age is 
poverty; “The main problem is one of 
subsistence when one is too old to earn”. It 
IS in this context that her assertion that 
the problem of poverty in old age “cannot 
be easily solved unless old age .security 
can be ollcred” acquires considerable 
significance. 

What sort of old age security has Dandekar 
in mind'.' Her field work m Maharashtra, a 
stale which, generally speaking, resembles 
closely the Indian average, leads her to 
conclude that “nobody likes to leave his or 
her home and live in an institution” and that 
old age homes are only “the second best 
option", even through in her evaluation the 
old age homes m Maharashtra “pre.sent a 
picture of useful institutions badly needed 
for the homeless, helpless or childless”. 

In Dandekar’s view, “old age pension 
would be a much better solution” than 
old age homes. .She thinks that “the offer 
of old age pensions even at a meagre level 
can solve th-'ir problems to a rca.sonable 
extent”. 

On the basis of her evaluation of the 
Maharashtra pension scheme forthc destitute 
old. widows and handicapped persons, known 
as Sanjay N iradhar Anudan Y ojana (SN AY), 
under which the present entitlement is Rs 
10(1 per month, Dandekar feels that the 
scheme “is helping the old and the destitute 
of the expected order" and that with 


improvements “in maintenance of proper 
records” the scheme can serve “as a model 
forother states”. Rather intriguingly, in none 
of the eight villages where Dandekar surveyed 
the old. 601 in number, had they even heard 
of old age pensions. Obviously, it is no* just 
a matter of record keeping. The coverage ol 
the Maharashtra scheme of the destitute old 
also does not appear to be comprehensive 
enough. 

Still, Dandekar is satisfied if only the 
destitute old, and not all the poor old, and 
of them only tho.se in rural areas, arc covered 
by an old age pension scheme on the 
Maharashtra model. As she puts it; 

III a rural population ot about 640 niillton. 
about 45 million or 7 per cent arc above the 
age ot 60 years Half ol them arc imkh Ot 
these about 10 per cent or 2.25 million arc 
helpless, needing old age pensions An 
annual pension ofRs 1.200 per elderly person 
would amount to Rs 2.7fK) million foi rural 
India as a whole. The sum docs iioi sa'iii 
enormous 

linormous? It is a pittance. It works out 
to a little over onc-eighth of I per cent ol 
the eountiy’s current total govcinmciit 
expenditure (centre, and states togcthei) 
With the incidence ol her proposed old age 
pension scheme so small, lei us hope 
Dandekar will considei extending :l to all 
the poor old, instead of confining it to only 
the desitute old. It will then l o.sl the exche¬ 
quer Rs l3,.5fXl million or about scveti- 
tenth of I per cent ot total government 
expenditure. 

Here is a study that anyone interested in 
issues connected with population aging m 
India cannot at ford to miss. 

Lubrizol India 

LUBRIZOL INDIA, a public sector 
undertaking, isaspeciahty chemical company 
engaged in developing, tnanufactunng and 
marketing additive systems and automotive 
and industrial lubricants. While the 
government holds a 60 per cent .stake in the 
'•ompany, its technical collaborator, L,ubrizol 
Corporation of the ll.S. holds the balance 40 
per cent. For the year 1995-96, the company 
notched a 15.2 per cent higher turnover of 
Rs 348.1 crorc over the previous year while 
net profit ro.se by 55 per cent to touch 
Rs 2.3 crore. Encouraged by its performance, 
the company declared a dividend of 30 
percent and paid Rs 3.5 crore to the 
government on this account. For the first six 
months of 1996-97 the aimpany reported 
an 18 per cent rise in sale revenue and a 30 
per cent higher profit before tax compared 
to the corresponding periotl last year. Tlie 
company expects to achieve its MOU 
targets for 1996-97 
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SPECIAL ARTICLES 


Power Policies: Need for a National Debate 

Prabir Purkayastha 
A run Ghosh 

Fora healthy development of the power sector, the followhif; objectives have to he met: minimisi/if; of investment 
costs to enable better utilisation of available resources; minimisiny of net outflow oficsourccs. especiallv forciyn 
exchange; minimising of costs of energy proiduction to bring about economics in power supply and keep power 
tariffs at affordable levels without having to resort to heavy and unsustainable subsidisation, and maximising 
of security of power supply and its insulatiim from external and international developments. 

The power policies proposed by the centraf government meet none of these objectives. In parlit iilai, they have 
.seritius implications for the country in terms' of very large tat iff increases and unsustainable joreign exchange 
outflows. 


THF power policies proposed hy the ecntral 
jeovemiiicnt have serious implications lor 
the couiury in terms ol very large tariff 
mcieases and unsustainable loicign exchange 
outflows The depart mentol powerhasbeen 

(a) advocating the ‘Orissa Model' for the 
restructuring ol the Stat>. Hlectiicity Boards 
tSEBs). and (b) saiutioning/cncoiiraging 
projects based on naphtha and other 
hydrocarbons. II we are to go by the World 
Bank consultants' recommendations, 
especially in regard lothe UP Slate Electneily 
Board, the restructuring of SHBs the Orissa 
way (which is now a fail accompli) will le<id 
I o lari I f I acrea.scs of t he order of .MX) per cent. 
This may be contrasted with the Planning 
Coinniis.sion's calculations that the tarilfs 
need to be raised by only 20 per cent (on 
an average) for the SEBs to earn adequate 
returns on capital.' The Electiicity Act of 
I ‘)4K IS now also sought to be changed with 
a new Dralt Bill ’ None of lhc.se mca.surcs 
has been discussed ,'idei|uately in the country. 
Unless the policy options are debated openly, 
there is every possibility ol repeating the 
earlier liasco while trying to induct 
Independent Power Producers (IPPs) 
between l‘W2 and 1995. 

The current policies of the government 
seem to be based on the following 
a.ssumptioris:’ 

(a) Ttietotal installed capacity inthccountiy 
needs to be stepped up in the next five years 
from 83,(XX) MW to 1,33,000 MW - an 
incrca.se of 50,000 MW. The requirement in 
the next decade is projeCiCd to be about 
1,00,(X)0 MW of additional capacity. 

(b) As neither the centre nor the .states have 
the necessary resources - Rs 4,(X),000 crorc 
for generation and matching funds lor 
transmission and distribution - this 
programme can be implemented only through 
large foreign and Indian private capital 
participation. 

(c) As the SEBs are financially in trouble, 
they should be dismantled and handed over 
to the private sector - this appears to be the 


view of the department of power. The states 
will then be left with the residual 
respons ibility ol regulations - ensuring fair 
play lor all the parties including the consumer 
As the current Act places the primary 
rcspon< ability ol supplying electricity on the 
state, tl le department ol power feels the need 
to rcciiiSt the Act. 

Wec-xaminebnefly the above propositions, 
ami suggest that available data do not 
suhstaniiate the conclusions being put 
foTwand by the department ol power. 

I 

Power Needs of Ninth and 
Tenth Plans 

For a healthy development of the power 
sector, the following objectives have to be 
met 

- - M inim isc inveslmenl costs to enable better 
utili.sation of available linancial resources. 

- Minintise net outflow ol resources, 
cspeciall)/ foreign exchange 

- Minimi sc costs of energy production to 
bring aboi it economies in (Hiwer supply and 
keep powc rtanff at affordable levels without 
having to resort to heavy and unsustainable 
subsidisation. 

- Maximise- stecurity of power .supply and 
insulate iron lexicmal and international events 
and catastro phes 

The last 4i') years of power development 
in the countr y focused on reduction ol the 
unit cost of p ower. With the current basket 
of reforms, thi s has ceased to be an important 
criterion fortlhe development ot the power 
sector. 

The unii.in .ministry of power has very 
clearly inti ated I’he installed capacity requii ed 
and the ca pital costs and then pro)ecled that 
wchavc ni i matcihing resources. The ministry 
has e.stim.atcd that the requirement of power 
in the country i.^ .52,463 MW lor the Ninth 
Plan and 44,614 IvlW for.the Tenth Plan -• 
a total o< 97,07 / MW.’ Tlic basis of these 
figures has not been furnished anywheie. 


The 1.5th Electric Power .Siiivey (EP.S) has 
been prepared by the f'entral Electneily 
Authoiiiy tt'liA) though not olliually 
released The dralt 15th EPS is guilty ol 
gloss overestiniation ol powei demand. 
Without a thorough cxaminalion ol Ihe powei 
needs, such high ligures will create .i panic 
icspon.se with adverse impact < n our 
economy 

Thedralt 15lh EP.S has lurmshedesinnated 
figures for peak demand ol 1995-9(1 and 
1996-97 as 63,490 MW .ind 6X.t7) MW 
respectively. The actual lignies aie (>0.9X1 
MW and 6l,'u29 MW tup to .September 
1996) - an overestiiiiatKin ot more th.iii 50 
percent in demand growth l.'.ven though the 
15th EPS was piepaied in July 1995 ii shows 
till figures Irom 1993 onwards as estimated. 
Since these estimutes, in retiospect, aie 
grtissly in eiioi even lor the first lew years, 
no serious planning exerci.se lor the Ninth 
Plan can be carried out on the basis ol 15th 
EP.S. The 15th E.PS has piojectcd a (>e.ak 
demand ol 95,757 MW at the end ol the 
Ninth Plan. Instead, the peaking re(|inremcnt 
can at best reach K3,0(K) MW tliom around 
61.(MX) MW in September 19961 

The other flaw in the cuircnt planning 
upproac h IS the ex[>ecled system per lorniancc 
The key parameter for piniming in Ihe past 
has been the total eneiey demand an-l Ihe 
Plant Load Factor (P1.I-) The EPS also 
primarily surveys the energy demand. While 
this was appropiiate under conditions of a 
constrained power situation, this has to 
change it |iowcr availability increases and 
(here are sharp peaks in demand. With 
increasing domestic consumption, today we 
can sec sliarp daily variations. As dome.stic 
and agricultuiai load vanes with seasons, 
there arc large .seasonal fluctuations m power 
demand. In such a scenario,the key planning 
parameter is the system margin - the margin 
ol installed capacity over and above the peak 
demand, or alternatively, peak demand met 
us a proportion ot total installed capacity. 
The PLF has little meaning if there are large 
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daily and seasonal tiuctualions as the load 
cannot be controlled by the power system; 
only the supply can be increitscdordccrcascd 
to meet the demand 

Tlie question naturally arises as to what 
should be reasonable capacity norms lor 
planninj' purfioscs. A study of 24 countries 
conducted by ClClkl: regarding adequacy 
standards in generation planning shows that 
the plant margins (excess capacity us a 
piofiort ion of peak demand) arc of the order 
of 20 to 25 percent foi almost all the countries 
studied.'' The plant margins in India have 
been pegged higher tor a number of reasons, 
many of which do not hold good today. For 
instance, if the load curve is relatively flat, 
It IS ditticult to .schedule normal preventive 
maintenance without incieasing the 
probability of a loss ol load. Today, the load 
curve .shows considerable.seasonal variations, 
which would actually he even higher if the 
peak demand is not constrained by a lack 
ol installed capacity. The energy shortage is 
now more a peak demand shortfall rather 
than an absolute shortfall ol energy. 

Currently, the availability in the plants is 
of the order ol 7X per cent (for (he year 
lOO.t) 'I'he availability ol the new 2II)/5(K) 
MW units IS even bettei. It may also be noted 
that the bulk ol the 83.()(K) MW of power 
capacity loilay is from newer plants that have 
much heller availability. The system 
perforni.ince has improved Irom 49,9 per 
cent in I9S5 lo 00,6 per cent lod.ay with 
better peiloiin.ince of the units and a larger 
gi id capacity We have an installed capacity 
of K.3,(K)0 MW against a current peaking 
reqiiiiemeni of fil.lKK) MW. Therefore, we 
should he able lo meet .i peak demand ol 
73 pel cent ofoiir installed capacity provided 
we have better mechanisms ol inlergrid 
transfers, improved .wailability of better 
plants and peaking capacity. It is only due 
lo poor system performance that we have 
peak power shortages An addition of installed 
capacity of 5(),<K)(i MW * a total of 1,33.(KK) 
MW - tor meeting a peak demand of 83,000 
MV/ is .irguing that the current poor system 
pcriormance should continue. With a total 
ol 1.13,(XK) MW - an additional capacity of 
30,0(K) MW - we should be able to meet a 
peaking requirement of 83.0(X) MW. It will 
still be only 72 per cent of our installed 


capacity, a figure that countries such as 
Pakistan, Malaysia and Thailand have 
surpassed.^ I f an additional capacity of50,000 
M W is added to the current i nstallcd capacity, 
the sy.stcm perfoimance is expected to be 
only about 61 per cent, a very low figure 
indeed. 

It may be seen from the figures in Table 
1 that the system performance has improved 
in recent years with the improved availability 
of the newer units. If we concentrate on 
improved system performance as the focus 
for the Ninth Plan, it will not be difficult to 
improve system performance to the levels 
required. 

Significantly the department of power is 
not only arguing for an addition of 50,000 
MW, It believes that these additions should 
be largely as ba.se load stations. If 50.000 
MW is inducted into the existing system as 
b.Tse load stations and the .SERs have to 
guarantee offtake for a PLF of 80 per cent 
or moie, ‘he existing capacity of83,000 MW 
will have lo be backed down routinely, and 
operated largely fur peaking duty. This will 
make the ptiwer economics completely lop¬ 
sided, as the cheapest generation will be used 
tor producing small amounts of power, while 
bulk power is taken from the costliest 
generation. Unless the load profile and 
demands arc appropriately matched, the 
economics of power generation can be 
seriously impaired. 

The main constraints in the power supply 
situiitinn today iire us follows: Shortage of 
peaking capacity due to slowing down of 
hydclpowerprogramme. Inability to transfer 
power Irom surplus to deficit areas due to 
lack ol adequate tie lines. Low availability 
of the older plants. 

All ofihe above have contributed to Indian 
system performance being poor. If we 
continue lo follow (he current practice, we 
wi II have a.situation ofextremely high power 
tariffs to compensate for such poor system 
performance. The first step in improving 
system efficiency is a unified grid 
management. However, the course being 
recommended - dismantling the .SF.Bs - is 
to fragment the existing power structure even 
furthei. The example of South Korea is 
relevant here. South Korea was forced to 
nationalise its private utilities in the late 


1970s as it was unable to impose any grid 
discipline otherwise. 

‘ The lack of peaking capacity in the 
Indian grid is due to hydel power coming 
down as a proportion of the total. The Eighth 
Plan is likely to sec very little hydel power 
being added- the major shortfall in the target 
of the Eighth Plan is the lack of addition of 
hydel power. In these circumstances, the 
hydel programme needs to be speeded up. 
As we are taking the liquid fuel route for 
some part of our power programme, this 
should be re.served for exclusively peaking 
duty where the main shortfall lies today. 

The above point needs to be elaborated. 
Like hydel stations, an open cycle gas-based 
power station can be started up or shut off 
as and when desired. The technical objection 
to such power stations is that waste heat 
recovery is not possible under this system, 
.so that the overall thermal efficiency of the 
gas burnt is reduced. But, suppose peaking 
is required fur a total of eight hours out of 
24. An open cycle gas-ba.scd power station 
would use a third of the gas required by a 
combined cycle base load station. We are 
short of gas/naphlha; and it obviously makes 
sense to reduce our dependence on gas/ 
naphtha and to fully use our (lower c.sst) 
coal-ba.sed stations Furthermore, the capital 
cost of an open cycle plant is much lower 
than the capital cost of a combined cycle 
plant. For peaking therefore it makes 
economic sense to use hydel power where 
available, and to supplement it by open cycle 
gas-based stations. 

A larger gnd can work with lower margins 
as It can transfer power from one area to 
another. One of India’s problems has been 
that the grids are very weak, and that the 
transfers from deficit to surplus .systems do 
not take place due to a lack of grid co¬ 
ordination. Integrating the grid and better 
maintenance of existing capacity can bring 
down the system margins considerably, 
lowering additional capacity requirements. 
The entire western Europe has a unified gnd 
even though they are independent countries. 
However, the Indian system continues to 
find it difficult to regulate the grid and effect 
exchange of electricity between sy.stems. 

Currently, only the CEA and Regional 
Electricity Boards (REBs) have regulatory 


Tabi.f I Powen Sum.Y. Siiukii ai.i. and .Svstkm Pfrfokmance, 1985-1996 


1985 86 

1986-87 1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 1995-96 

1996-97* 

Peak (leinuiul aciual (MW) 

.30908 

33132 

35681 

39354 

41902 

44(X)5 

48035 

52805 

54875 

57.530 

60981 

61029 

Peak uvailuhilily (MW) 

2703.t 

29206 

31933 

34822 

.35175 

.37171 

39520 

41984 

44830 

48066 

49836 

51222 

Pc.ak (Iciiiund shDrtfall(MW) 

3875 

3926 

3748 

4532 

6727 

6834 

8515 

10821 

1(M)4.5 

9464 

11185 

9807 

Peak demand shortfall (per cent) 

14 3 

13 4 

11.7 

13 

16 1 

15.5 

17.7 

20.5 

18 3 

16.5 

18 3 

16.1 

installed capacil) (MW) 

Peak inei/installcd eapacily 

46424 

49048 

54030 

58915 

63603 

66379 

69997 

72612 

76750 

81164 

83288 

84500+ 

flier lentl 

49.9 

51 5 

52.2 

51.4 

55.3 

,56 

.56.54 

.57.8 

58.4 

.59 2 

59.8 

60.6 


* Up Id .Scplenibcr 1996 
+ Estiiniilcd 

Note’. Dala cuinpilcd from various sources. 
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functions. There are five regional grids and 
corresponding REBs. The REBs function 
under the CEA with representation from the 
concerned SEBs. The weakness of the REBs 
has resulted in a lack of power transfers from 
surplus to deficit states. The REBs have 
tailed to impose grid discipline on the 
generating companies and utilities leading 
to high frequency and voltages in off-|Jcak 
periods and anarchic withdrawals during peak 
periods. This has led to a lack of grid stability 
and wastage of power. However, instead of 
strengthening the regulatory set-up, moves 
arc aloot to weaken it even further. The 
Regional Load Despatch Centres (RLDCs) 
which monitor the regional grids have been 
haiuied over to the Power Grid Corporation, 
a central government undertaking. The 
R1 DCs arc integral to REBs' functioning 
and their removal from the ambit of the 
REBs severely limits their ability to pci form 
regulatory I'lmctitMis. (TiA is progressively 
being emasculated and this will further 
weaken grid management. Further 
decentralisation of total authority to states 
-- in this particular sector - is likely to lower 
the efficiency of powei distribution, with 
detrimental consequences to the states. 

One of the ma|oi problems in strengthening 
the grid is the cential govcrnmcnl's attitude 
towards grid development. In the policy 
Ir.imcwork earliei. the state to state links 
were funded by the central govcinmcnt. 
Cunciitly, the centre is channelling all fresh 
investments in tiansmission through the 
Power Grill Corporation, and is asking the 
slates to beat the expenses of building the 
state to state ties This is likely to distort the 
total grid management. The Power Grid 
Corporation has little responsibility with 
lespcct to costs and is planning very expensive 
and wholly unnecessary equipment for their 
transmission system. The states will be asked 
to bear ;’ e high wheeling charges that will 
result Ironi such investments The respective 
gnds wet e cai I icr being strengthened through 
a co-operative framework and discussions 
bet ween the concci tied .states and the centre. 
However, the Power GridCorporatton's plan¬ 
ning IS neither tn co-ordtnation with nor tn 
consonance with the needs of the states. An 
example of such expensive investment that 
has little relevance lor the needs of slates 
is the High Voltage DC fHVDC) back to 
back links under power grid'saegistncouplc 
each of the regional grids. Such extremely 
expensive HVDC links have not been 
1 nstalledc ven for much bigger power systems 
in the world Tliecntire European power trans¬ 
mission lakes place through AC only, even 
though the participating ctiuntries arc .sover¬ 
eign entities. The top down approach of 
Power Grid Corporation will not lead to cither 
strengthening of the grid or a better grid 
management. Nor will the total dismantlingof 
the authonty of the CEA and the REBs help. 


Indian power planning also needs to take 
up an active and aggressive renovation and 
modernisation programme. The Indian 
renovation and modernisation programme 
has never been taken seriously. The 
investments in the Eighth Plan for this 
programme have been only 2.5 per cent of 
the total, a very small sum compared to what 
was spent on adding new gcncralion plants. 
The plant life can be easily extended from 
the span of 25-.fO years to 40-50 years, with 
performances almost as good as new ones 
with an appropriate renovation programme. 
The Indian power plants have a sizeable 
population of relatively old plants - about 
40 |)cr cent arc mi ire than 15 years old These 
plants arc prone to repeated break-downs 
and poor performance. A renovation 
programme that identifies thc.se plants can 
help to add substantial additional effective 
MWs at far lower capital costs than building 
new power plants. This is one of the major 
reasons that the advanced countries arc not 
building new plants. With life extensions, 
the older plants arc able to deliver the same 
amount of power at far lower co.sts. In India, 
the Power Finance Corporation, which was 
set up specifically to help the SEBs to 
modernise their old plants and transmission 
systems, is now moribund because of central 
government withdrawal of even modest 
funding of the PFC and its dependence on 
World Bank funding where the 
‘conditionalities’ effeetively prevent any 
lending to the SEBs. 

If we take the above approach, the system 
margins can certainly be impnived to the 
required levels. This is where the focus in 
the Ninth Plan should he and not chasing 
of elusive private investments for inducting 
high cost power. The investments then that 
will be required for the Ninth Plan arc well 
within the capacity ol the central PSUs such 
as NTPC and the SEBs. The SEBs will, 
however, need to be put on a firm financial 
basis as we discuss in the next section 

II 

Restructuring State 
Electricity Boards 

The key issue i n the power sector is making 
the SEBs financially viable, rhe two major 
areas of concern are the lack ol internal 
resource generation within the power sector 
and the poor reliability ol the plants. The 
plant availability has risen from about 73 per 
cent in 1982 to about 78 per cent in 1994. 
and .so has the Plant I-oad Factor (PLF). 
Clearly, the pciformance ol the SEBs has 
improved in physical terms However, the 
annual losses of the SEBs have continued 
to mount and today stand at Rs. 5.436 crore.* 
An annual loss of this magnitude not only 
has an impact on future investments, but also 
the ability of the SEBs to properly maintain 
and operate their units. Con.scqucntly, the 


performance of the boards is likely in 
detcrioraic further under such losses, unless 
they are made linanciullv viable. 

If we liHik at the losses ol the EU'ciiteiiv 
Boards, we can see tha' the major los.scs aie 
due to subsiditicd powci to agriculture, 
transmission and disinbutton losses and 
interest payments. While agncullural subsidy 
may need to continue, the interest burden ol 
the boards and the transmission losses can 
be reduced substantially. The transmission 
los.scs arc largely due to tlielt ol elecirieity 
Using Planning Commission ligu'cs, it can 
be seen that the loss due to theft ol'cltxlricily 
IS a massive Rs 5,000 crore The Planning 
Commission's Annual Repoit onihe Working 
ol the .State Electncily BoariK and F.lecli icily 
Departments, 1995, shows thai iftheavciagc 
tarifl IS raised by 27 paisc, the SEBs would 
break even. With a raise of only anothei six 
paise, they will generate enough resources 
to give the SEBs a 3 pci cent retiiin on capital 
(as stipulatedinthe Electricity All) II losses 
due to thclt arc reduced and 3 per cent tale 
ol rctuin realised, the SEBs can easily have 
a power programme of 4.(MK) to 5,000 MW 
per ycai based on their intern.il lesource 
generation. Tliey would then he cunimercMlIy 
more healthy and thcrelore can even aiirait 
external financing lor a largci power 
progiamnie. 

It is absurd to expect that the .SF.Bs should 
fiinction us commeicial organisations and 
yet have no equity capital instead ol equity, 
the goveinmcnls extend loans ihiil have to 
be paid back with inlercsi. 'I'he interest i barges 
on loans extended to the .SliBs, mostly by 
the state govciiinienls, stand at 27 pet cent 
ofthc co.sts. Similaily, the repayment figures 
arc over 8 per cent. One ol the major problems 
laced by .SEBs is that even paymcni', lor 
power supplied togoverniiieni departmcnls, 
etc, ate set oil against the inietest liability, 
.so that there is no cash generation even Iroin 
part of the power supplicil. The first relorm 
ol the SEBs that should be dotie ts Ittianeial 


'IaBII 2 Wont t) iNllOSttllM AND ('oMMim tAI 
hl.ti iRtenv I’hk is ( IWS) 


Coutilry 

Prn.c IKs/Kwh) 

Australia 

1 at 

Austria . 

^ 21 

|{clgiiiin 

(.()4 

Canada 

1 28 

l-rance 

2 44 

Gcrm.'iny 

5 2S 

India 

2 (17 

Italy 

2 67 

Netherlands 

2 54 

South Africa 

1 27 

Sweden 

1 32 

UK 

2.07 

US 

2 21 

Note: Exchange rates lor April 1995 have 


been used. 


Simrie. Power Line, September 19% 
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restructuring converting the government 
loanstoequity The West Bengal government 
IS one ol' the lew that has taken this step. 
This will stihstantially reduce the interest 
burden on the boards and lead to healthy 
balance sheets loi most ot them. This will 
also enable the boards to look to the 
commercial market lor loans and raising 
necessary resources lor investments 

The cential government gave a grant of 
Rs 6.000 ciorc (iindei Manmohan Singh's 
ilircction) and yet another Ks .l.<MX) crorc 
approximately recently lor restructuring the 
capital base of nationalised banks II a total 
ol Rs 9.0(M) crore can be given by the centre 
as a one-iime grant for shoring up the capital 
base ol nationalised banks, a one-time grant 
of even half this amount, say Rs 5,(XK)crore, 
to slates specifically lor strengthening the 
equity base of SFBs would at one stroke give 
the SEBs the elbow room to reorganise their 
finances, tmd become responsible lor niiiking 
their operations viable 

The three steps outlined above - reducing 
Ininsmission losses, generating a rate ol return 
of 3 per cent and con verting the current loans 
to equity - will lead to an internal rc.soiirce 
generation ol Rs I2,(KK) to I.S.CXM) crore. II 
standaidised and economic plant designs arc 
adopted, we can support a power programme 
ol 4 .(K)0- 3,(XK) MW peryeai ba.sed on iiitcrnal 
le.sources alone The shortfall that will have 
to be met Iroin external resources can lie met 
through loans that the rcsliuctiircd boards 
can raise Iroin the mtirkct, central investments 
through NTPC. NEC, etc, and private 
mvestnicnis. 

We are unable to understand why 
tlismantiuig ol the .SEBs, its proposed by 
uiiernational.igencies, should be propagated 
by the central governnicnt when the SEBs 
can be made viable. The SEBs have carried 
out their charier ol providing clectneily to 
the rural sector. The SliBs do not have the 
authority to chiiiige then powcriariff. Today 
wearehlaniingthcniloi running inefficiently 
v-hile deliberately not ensunng adequate 
tarills. At the same tunc, we are prepared 
to issue guarantees for giving a minimum 
return of 16 pci cent to the IPPs. If the SEBs 
arc dispensed with, we will have to answer 
the question of who will provide electricity 
to the rural sector. The United Front 
government has made certain commitments 
to the rural sector regarding infrastructure 
development and other social programmes. 
Electricity is a vital input in .'iny .such 
programme. Yet the programme of the 
department ot power will .see the power 
tariffs rise to a level that will make clectn- 
city an item ot luxury consumption. None 
of the programmes committed for the rural 
sector can he undeiiakcn 1 1 power at a rca.sona- 
blc cost is not supplied to the rural sector. 

1 oday there arc large disparities between 
states in terms of electricity consumption. 


Thus Punjab has a per capita consumption 
of electricity 10 times that of Bihar. Within 
each state also there are large regional and 
tirban/rural disparities. The pnvate power 
programme is obviously going to be mtirkct- 
driven. Such proposals are, lor the most part, 
concentrated in states that are already better 
oi l in |)owcr development. '1110 more back¬ 
ward areas arc receiving very few of these 
proposals. Obviously, the market will drive 
investments to the mure developed areas. 
Giventhat comparable levcisof puweravaila- 
bility in different parts of the country and 
uniform tariff are still distant dreams, trans- 
fern ng the major responsibility to the private 
.sector and respective state governments - 
which have no financial resources - will only 
aggravate the present distortions; and the 
slates that have .suffered neglect, would suffer 
further .set-backs. Such a course will lend to 
rising .social tensions and endanger national 
unity. Central government investments and 
planned iransfcrs are required to develop 
economically backward regions of the country 
in the larger national interest. 

In all the talk of restructuring of the boards 
and commercial operation of the electricity 
.sector, the rural areas and the poor have been 
totally forgotten. The underlying philo.sophy 
of the Electncily Act was that the .state has 
a vital rule to play in assuring electricity 
supply at reaching electncity to the rural 
areas at minimal costs to the people. It was 
always affordable co.sts generally and it was 
known that rural areas would not be 
commercially attractive - this would need 
to be siibsidi.scd from selling electricity to 
industry at slightly higher costs. That was 
the logic ol starting the Rural Electrification 
Cor|)oration many years earlier as electricity 
wiis seen as a necessity for development and 
achievinu a minimum quality of life. It was 
assumed that the state would not make a 
piullt out of this. The private licensee was 
also put under a profit cap - he could not 
make exorbitant profits. Clearly, the basis 
ot the new Draft Bill is quite different. All 
we are discussing is how to give electricity 
to those who can pay Rs S per unit of 
electricity. The objective of the draft 
Electricity Bill essentially is to provide 
protection to the private producers and 
distributors of electricity. The reality of the 
restructured power sector is that those who 
cannot pay such high rates for electricity are 
not on the agenda of the policy planners. 


If the policies for rc.structuring the SEBs 
as advocated by the World Bank and the 
department of power are followed, the people 
need to know their impact on the electricity 
tariff. Four SEBs - Orissa, Haryana, UP, and 
Rajasthan - have taken restructuring loans 
from the World Bank. ThcOujarat Electricity 
Board has taken an ADB loan to the same 
effect. All the restructuring proposals worked 
out by international consultants under the 
aegis of the World Bank have recommended 
that the agricultural lanft be raised to Rs 3 
or mure, and the domestic and industrial 
tariff be raised between Rs 5-Rs 6 per unit. 
Thus the average tariff will have to be raised 
to more than Rs 4.50 from the current average 
level of Rs 1.41, an tncrcasc ol more than 
three times. The agricultural tariffs will ,scc 
increases of more than six times from their 
current levels. We do not believe that such 
increa.susoftariffsarc possible without largc- 
.scalc social unrest. Nor arc such tan ft 
increases reasonable 
'I’he Onssa case is particularly important 
as It bnngs out clearly that the people of 
Orissa are going to be net losers in such a 
restructuring. Let us take the simpleqiiestion 
of the price the consumers will have tti pay 
for electricity after restnictiiimg. Going by 
reports published in the newspapers, it 
appears that the consultants, employed by 
the Onssa government at a helty fee of Ks 
SOcrore, have suggested an agricultural tariff 
ofRs 3 and an industr.al-cuni-doniestic tanlf 
of Rs 5 to 6. The average tariff of electricity, 
considering the cuirent consumption ol 
electncity in the various .sectors works out 
to Rs 4. The current average tanlf loi Onssa 
isonly Rs 1.02. The Planning Commission’s 
calculations show that to earn a 3 per cent 
rale of return on capital in 1994-9.5, Onssa 
would have had to raise its average taritl by 
only 18 paise.'' Thus at a tariff increase ol 
only 18 paise Ori.s.sa would have been 
financially viable and able to boiiow 
commercially to set up additional generating 
capacity. Orissa .State Electricity Board has 
already raised tariff sufficiently for it to not 
make any losses in 1995-96. The increase 
in tariffs required to achieve financial health 
of Orissa .State Electricity Board is onl> of 
the order of 20 per cent. After ‘restructuring’ 
the World Bank way, the price of electricity 
will have to be increased by more than thftc 
times. And yet it is understood that the Orissa 
State Electricity Board has already been 


Tahix 3 FoRCifiN Exciianui: Outflow for Sanciioned HYi>RorARiioN-BASFa> Power Proiects 


MW 

Unii.s/Year 

(Kwh) 

PLF 

(Per Cent) 

Total Units 
Delivered 
(Kwh) 

Fuel Cost 
Per Unit 
(Rs) 

Total Fuel 
Cost Per Year 
(Rs Crorc) 

1 

876()n{X) 

80 

7008000 

1 40 

98,112 

Oil and Naphtha, 

15027.5 MW 

1 .3*10" 

80 

1.1*10" 

1.40 

14,743.78 

Oil, Naphtha and Gas, 

21,344 5 MW 

1.9*10" 

80 

1.5*10" 

1.40 

20,941.51 
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disbanded. Hie issues are not discussed even 
with technocrats in India, let alone the public. 
V iial decisions arc being taken in aclandestine 
manner, without public debate. 

That brings us to the other question - who 
is going 10 pay lor this expensive power? 
At Rs 3-4, Indian power tariffs for industnal 
and domeslic consumers arc higher than the 
US and the L'K (Tabic 2). The upper limit 
of imy tarilf regime must be the pnee ol 
electricity produced by alternative means. At 
the current cost of dic.scl and the capital costs 
of IXi sets, the cost of power from such 
source is of theorder of Rs 3. Larger industries 
can set up (heir own captive generation 
capacity at a fraction of the cost of the 
proposed tariff under the current policy 
regi me. The result would be to drive the most 
lucrative customers - large indu.stiial units 
- away and make it even mote dilficult to 
realise the necessary amounts from other 
consumers to pay for such expensive power 

III 

Fuel Policy 

Apart from increased powertarift and high 
cost plants (hat (he current policy entails, the 
lack ol an appropriate liicl policy is also 
causcfoi concern.ThecuiTentthrii.sl towards 
hydiocarbons - oil and gas - for power 
generation could ptove dangerous for the 
country from the balance of payments angle. 
The private power pl.ints will prelcr the 
liydrocailxm route as oil and gas arc far 
easier fuels to burn than coal. I•■urthcl. the 
combined cycle plants have lower capital 
costs and a shorter ge.-'tat ion period than coal 
lired boiler steam turbine units. Wc arc 
alieady short of petroleum - the oil bill is 
the largest single item on the import list, 
which IS why Indian power el forts in the past 
wcrecentredoncoal,gasbeingu.sedpnniarily 
111 Gujarat which is fai away from .sources 
ot coal supply and where gas was available. 
The switch to imported hydrocarbons has the 
twin danger of a mounting import bill and 
ot linking the power costs to international 
fluctuations of oil prices and the exchange 
rate of the rupee. Once the power tanffs are 
linked to international markets in this way, 
the entire domc.slic economy would be open 
to further pressures. 

The unfortunate part is that even where 
coal tsbeingused fur private power generation 
as in the Cogentrix plant, it will be imported 
Iiom Australia. The benefit of taking the coal 
route is^thus completely lost. Australian coal 
has a much lower ash content than Indian 
coals and equivalent Indian coals are not 
available. 'Phis means that even later, this 
plant cannot be switched to Indian coal. 
Dependence on imported fuel will be a 
permanent feature of this plant because its 
boilers arc not designed to use high ash coal 
produced in India, for which BHEL boilers 
are specifically designed. 


Anncmire ■ Sanctioned Private. Fowir Proiiits V'sinc. Msdrocariion Hiti 


Name Slate CapaeilylMWl I'onipans 


Cw! Based Projects 




Guminudi Poundi 

Tamil Nadu 

KHH) 

GVK OcncitUion 

Paguthan 

Gujarat 

hSS 

Gu|.ir.it rDiivni 

Gujarai GAs PP 

Guiaral 

M.S 

Malallal 

Pipavar 

Ciuiarat 

MS 

Ihidei itidding 

Shahjahanpur 

tUlar Pradesh 

(I'.Ml 

Osvsal Agio 

Bawaiia 

Delhi 

4S(I 

Reliance Indusiiics 

Khivpuri 

Maharashtra 

4S(, 

Tala UK Powci .Siippb Co 

Putalgaiiga 

Mah.ii«ishltu 

410 

Kcliarivc liuluNlriL'N 

Raigarh PP 

Maharastilra 

.100 

B.i|a| 

Amgurhi 

Assam 

280 

Under Ncgolialions 

Jegurupudu 

Andhra Pradesh 

21S 

GVK Indiisliies 

Baroda 

Gujaral 

U.7 

Gu|ai.il Indus Posvei Corp 

Lalru PP 

Punjab 

150 

Nahar .Spuming Mills Ltd 

Namrup TPS Ext 

Assam 

120 

As.saiii Valley ('orp 

Misc Smaller Pioiects 

Total 

Various stales 

270 

(.117 


Naphtha Based Projects 

Dhabol 

Mahar.Tshira 

2450 

nhabol P(»wei C’lHp 

Ka.sargod C'C 

Kerala 

778 

Kasargod Power Coip 

Vyiicen 

Kerala 

(.50 

Siasin Kmeigy l.id. USA 

Chcemeen TPP 

Kerala 

(.50 

lUT. Gioup 

Kannur 

Kerala 

500 

KPP Nambi.ir Assoi ales 

Kusi Kalan 

Linar Pradesh 

155 

Wasan Exporls Pvl t Id 

Maehilipalam 

Andhra Pradesh 

155 

I anco Indiisines Lid 

Kultakal 

Keiala 

.148 

Kumars Energy ('oip 

Giina TPS 

Mailhya Pradesh 

110 

S'fl Ltd 

Palakkad 

Kerala 

110 

Palakkai) Powoi Cion Co 

Gopalpur 

Orissa 

100 

Westmoni Holdings 

Medak PP 

Andhra Pradesh 

1(8) 

Besi Poweiline Ltd 

Peddapuraiii 

Andhra Pradesh 

100 

Satyam f'onslrin lion l.id 

Uolvi PP 

Maharashtra 

250 

Nippon Deiulro 

I lassun PP 

Karnalakd 

200 

1 lassun Powei Siipplv Co 

Captive PP 

Tamil Nadu 

ISO 

Madias Ahmiiniiim ('o 

Bishulini PP 

Goa 

180 

Goa Howci Gencralion aiul 
Supply C'o 

Viucswaram CC 

Andhra Pradesh 

172 

Andlira Pradesh (las Power Coqi 

Vadodara 

Gujarat 

lot) 

Guiaiat Indus Powei Co 

Bijapur 

Karnataka 

150 

Ktil Knergy 1 td 

Khcmdwa PP 

Madhya Piadush 

150 

Suhhash Protects N Market.ilg 

Valwa PP 

Gujaral 

150 

A EC Lid 

Madhya PP 

Karnataka 

145 

independeni Power Piojecis 

Nanjangudua 

Karnataka 

110 

In(Jc(K:iHlcnl Power Scr viu cs Co 

Gairaula 

Uttar Pradesh 

108 

Enpro India 1 id 

Ajmci PP 

Rajasthan 

100 

DLE Industries Lid 

Bangalore 

Karnataka 

100 

Pcenyj Power Co 

Relgaum 

Karnataka 

1(8) 

Indian Aluminium Co Lid 

Chandausi 

Uttar Pradesh 

loo 

Indian Power Parliiers Ltd 

Greater Noida 

Uttar Pradesh 

UK) 

KK; Indus Lid 

Samalkul 

Andhia Pradesh 

UK) 

SLW Consiriielion Lid 

Vemagiri , 

Andhra Pradesh 

100 

SEW ('onstiucTion Ltd 

Captive 

Guiaral 

dO 

llsha Ispal 

Miscellaneous 

Total 

Various .Slates 

4(K) 

10781 


Gas Naphtha Based Projet ts 

Dholpui 

Rajasthan 

778 

RPG 

Ptpra Chhara 

Kaiasthun 

615 

Umici llitlding 

Hazira 

Gujaral 

515 

Under Bidding 

Kasargod 

Kerala 

500 

Emolcx Hncigy Corp Ltd 

Pillai Peru 

lamil Nadu 

1.10.5 

Dynu Vision 

Bhandcr 

Madhya Pradesh 

310 

Essur Powei Lid 

Jhabua 

Madhya Pradesh 

1.10 

Kedia Distilleries 

Rajgaiii CCPP 

Madhya Pradesh 

310 

Alpine India P Ltd 

Biddai 

Karnataka 

3(K) 

Karnataka Power CTorp 

Godavari 

Total 

Naphtha/gas-naphtlja Total 
Grand Total 

Andhra Pradesh 

208 

4216 5 
15027,5 

21144 5 

Spectrum 
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For the last three years, the department of 
(lower has been sanctioning projects that arc 
following the hydrocarbon route Weean sec 
thal oil already accounts for more than 60 
[>cr cent of our ent i re 1 mport hi 11. The capacity 
sanctioned by the department of power, using 
the hydrocarbon route, is more than 20.000 
MW (Annexiire). The foreign exchange 
outnow foi these sanctioned projects will be 
mom than Rs 20,(X)0 crore per annum at 
current prices - an increase ol about 50 per 
cent Ironi the current import bill tor oil 
tTabIc 5). Since India has adeijuate reserves 
of coal, choosing the hydrcK'arbon route is 
not in the best interests of the country. 

The ministry of petroleum has already 
cautioned the department of power that 
enough petioleuin will nol he available for 
a power programme. As transport cannot run 
on coal, this sector should be the major 
consumer ol imported luel The fertiliser 
programme is also likely to he largely 
dependent on ini|X)rted fuel. II imported oil 
becomes the major source of luel for the 
(lower.sector as well, not only will the import 
bill increase drastically, the country will 
have neithei the(iort lacililiesnorthe railway 
capacity to meet this additional demand. The 
planning of the linkages has never even been 
considered, and the department of power has 
been going its own way without apparently 
even con.sulting the Planning Commission. 

It has been argued that we have a shotllall 
in coal as enough investments have not taken 
place forthcexpansionofcoal mining. Thcre- 
lore. It is being argued, some pi ejects based 
tin the 1 1 quid fuel route shi luld be considered. 
In this context, it is important to use the 
liquid luel based generation for peaking 
purposes as we arc .short primarily of peaking 
(lower. Oil can be Hied in an o(ien cycle (or 
m a combined cycle) plant for peaking duty 
This will nil a gap in our power programme 
due toslowing tltiwn of the hydcl programme 
that cuircntly exists. This will also reduce 
the lorcign exchange ouitlows as peaking 
duty IS not continuous However, ail the 
liquid fuel-bnsedplantsarecomingupas ba.se 
load plants. We will therefore lose the bcnclit 
of using liquid fuel for peaking duty as well 
as increase the outflow s ol foreign exchange. 
At the same time, low co.st coal-based plants 
will then need to be backed down. 

The capital costs of power plants can he 
loweicd by standardisation and replication 
of a basic design. The cconomic.s ol 
standardisation can lead to a substantial 
reduction ol costs, particularly if the capital 
crunch is recognised and economic de.sign.s 
chosen The above course can lead to 
reduction of costs by as much as 25 per cent. 
However, with dependence on imported 
capital, power planning is moving in the 
op(Misitcd!rcction_morenon-standard plants 
(each FIPP hiinging a new dcsign/size of 
plant) and consequently higher capital and 


maintenance costs. It is noteworthy that in 
the nuclear energy sector, US capital costs 
arc much higher than European capital costs 
precisely because of this reason. The 
European plants have been standardised while 
the US ones are not. 

IV 

Conclusion 

In conclusion, we would like to stale the 
following; 

(a) Tile target of 30,538 MW for the Eighth 
Plan now appears totally out of reach. 
However, a crash programme to reach at 
least 20,000 MW within the next 8-10 months 
should be attempted. Part of this can be 
achieved by the upgradation of existing, 
plants, which would help to raise the average 
utilisation of plant capacity. 

(b) The projections made by the department 
of (lower for the Ninth and Tenth Plans 
appear grossly exaggerated. 

(c) A realistic target of 30,000 MW should 
be drawn up for the Ninth Plan. A major part 
ol this investment will have to come from 
public finances. IPPs/FIPPs .should be 
considered only for a supplementary role. 

(d) The system margins should be reduced 
by strengthening the grids, intra and inter 
grid transfers, renovation of older plants and 
adding to peaking capacity. Addilionof Base 
Load and Peaking capacity should be planned 
carefully so as to achieve a judicious mix. 
(c) The ,SEBs need to be put on a sound 
financial footing through reforms and 
reorganisation. However, dismantling of the 
SEBs as proposed by the World Bank and 
theirconsultants and the department of power 
will lead to extremely high tariffs making 


power an item of elite consumption. 

(0 A .sensible fuel policy based largely on 
indigenous coal with liquid fuels being used 
for only peaking duly. 

It IS in this fight that there is need fur a 
discussion of the national power policies. 
The power policies ol the government 
impinge on all sectors of the economy. It is 
a concurrent subject and the stales need to 
be involved in such a discussion. The Indian 
people need to know the direction the power 
(Hilicies are taking and the impact on their 
lives. Unless there is a national con.scnsus 
behind the power policies, we arc unlikely 
to see a coherent development of the power 
sector. Let us not repeal the fiasco of the fast 
track projects which, even after four years, 
are yet to get off the ground 
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Rites de Passage of Matrescence arid Social 
Construction of Motherhood 

Coorgs in South India 

Veena Poonacha 

The cluster of rites, beliefs and distinctive practices governing motherhood are informed hv socio-political and 
economic imperatives. This article examines the social/familiat control over women's reproduction and reprodiu tive 
labour among the Coorgs of south India, and argues that the emergence pi colonial .state and the economic 
restructuring that accompanied it resulted in greater controls over women’s se.\ualityand modified their motherhood 
experiences. 


THE ambi valence that characterises feminist 
response to motherhood is because of 
women’s experiences within patriarchy. 
Women find that despite idealisation of 
motherhood, mother’s love and .sacrifice in 
religion, art and literature, they arc effectively 
alienated from their reproduction and 
reproductive labour. By constructing an 
account of reproductive biology, stressing 
male role in procreation while simultaneously 
denigrating women’s bodies as receptacles 
tocontaintheembryo, patriarchy, throughout 
history, has justified male control over women 
and children [Dube 19K6:22-.53; Krishnaraj 
199.‘i;.f4-43]. Yet undeniably, motherhood, 
the act ol giving birth ttiid nurturing children, 
is piofoundly satisfying for many women. 
Many feminists therefore contend that 
women’s cxpcnencc of rearing and nurturing 
children has cicated a unique culture, which 
luovides a counterpoint to critique 
masculinist norms of dominance (Tong 
1992:71-94). 

To understand some of these 
contradictions, it is necessary to examine the 
cultural context in which women experience 
motherhood: Assuming that motherhood is 
not just a biological process hut also a socio¬ 
cultural construct, this paper examines the 
cluster of rites, beliefs and distinctive 
practices governing motherhood among the 
Coorgs, a small endogamous community, in 
south India.' Using these rites de passage 
of matrescence as the springboard of the 
inquiry (since the.se cultural metaphors 
express societal valuation of women’s 
reproduction and define their motherhood 
experiences), the study examines the socio¬ 
political and economic imperatives that 
inform if 'The idea is to delineate the processes 
that exacerbate social/familial controls over 
women’s reproduction and reproductive 
labour (seen, for instance, in the changing 
notions of legitimatc/illegitimate children); 
elucidate women’s status as mothers and 
define, the investment they make in their 
nurturing and socialising roles. In folk 
.societies particularly, these broad contours 
of motherhood are experienced and mediated 


through the institutions of marriage and 
kinship, household and family structures.-' 
Since colonialism was a penod of radical 
change, this study examines its impact on 
the.se structures to delineate the ways in 
which the social construction of motherhood 
is altered. U is argued that the emergence of 
the colonial state, the politics ol legitimising 
that state and the economic restructuring of 
the period from rice cultivation to coffee 
plantations redefined gender relationships. 
The process resulted in greater controls over 
women’s sexuality and modified their 
motherhood experiences. This rescrip'.ing of 
gender roles and motherhood experiences 
was augmented through V ictorian ideas about 
femininity and sexual morality which the 
people imbibed through English education. 

TnrORb1ICAI AND MnTII0l>()1.0(il('AI 
CONSIDF.RATIONS 

I’he best known social anthropological 
work on Coorgs is The Religion and Society 
of the Coorgs in South India by M N Sriiii vas 
(1952). Undertaken to examine the social 
function of religion, the study presents an 
extremely comprehensive account of Coorg 
culture. Contained in this broad canvas of 
inquiry are glimpses of the pollution/purity 
norms observed by women and ritual idioms 
that mark their life cycle experiences ol 
puberty, marriage, birth, widowhood or 
divorce. It also cites to many of the ballads 
and folk songs referred here. But as a product 
of the anthropology of the time, the study 
docs not question the .social construction of 
motherhood or the prevailing sexual norms. 
It docs not elaborate, to an appreciable extent. 
on the rites of pa.s.sage governing women's 
reproduction; nor docs it focus on how the 
process of social change modi fies i nstitu tional 
definitions of motherhood, marriage and 
family. In contrast, focusing on women’s 
experience of motherhood, the rites de 
passage of matrescence, this study explores 
the complex interconnectedness between 
experience and social institutions by 
integrating ethnographic details into a 
historical framework. 


An ahistorif al approach to anthropology, 
maintaining the 'myth ol the cthnogi.ipliic 
present’ tends to coalesce customs that arc 
defunct and in currency to distort social 
reality |Lcacock 19K.T26^-K,31 The 
continuity and uniqueness ol each cultiiie, 
the ancient cultuial senpts ol a gi iup, arc 
often resenpted making it dilficull to tit 
lolklure into a time scale Moreover, lolklorc 
is not always a mirmr image of culture and 
different forms ol oral sources liavedilleicnt 
functions. But this docs not mitigate the 
importance of folklore in undcrsianditig folk 
cultures |0’l-'laherty l9KO:l-5; Ramanujan 
1992.2-15). 

The idea that historical inquiries should 
go beyond textual souices and draw from 
anthropology, linguistics, etc. is not new. It 
has been suggested by Kosanihi wav back 
in the l%()s (I9()2- 63.177-202) Oially 
transmitted folk toims arc specially useliil 
in the reconstruction ol women’s liistoiits 
because women’s concerns, work and 
contribution to civilisation are sketchily 
documented by men with the power to 
determine historical disinurses (Minault 
19«.):59.62, Kelly I9K4.1-I7; Lewis 
1981:55-70; Vardarajan 1978:1009-14) 
Also because, women who had no access to 
codified knowledge created a niche lor 
themselves in these oral cultural 'lornis 
[Webster 1986:219-26) 

To specify the methodology u.sed in this 
paper, women’s childbirili experiences 
gathered through in depth interviews and 
oral historie.s is conicxtualised in its historical 
andcullural framework. Theculltiral context 
IS examined liom ballads, folk songs, 
proverbs, etc, committexi to writing only 
recently by a few membersot the indigenous 
population. Among these is the Patole Palme 
(1924), widely accredited by the (toorgs as 
an authentic account of their customs. These 
oral traditions arc examined here, along with 
the extant written sources ol hi.siory, .such 
as the gazetteers of the 19lh and 20th century 
a.s well as the Hukkamnumas (1811 -20) and 
the Rajendranamai 1808) of the pre-colonial 
period. 
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Over the centuries, Coorg culture has been 
muintaitted through its oral traditions. Since 
there is no specialised fnoup in the cnniinunity 
eiitriisied with the ta.sk ol maintaining and 
inteipretiiig the culture, the inference is that 
these neatly structured songs (sung in 
monotonous unison to the heat ol the 
kettledrum) played a vital role in its 
iransinisMon. 'I'he language and idiom ol 
expression in these songs sung during 
festivals, weddings, as well as the luneral 
dirges attest then aniiquity 'I'hcy describe 
in details the iitcs that continue to he 
perloinied even today on tliese occasions.’ 
Hullads. on the other hand, are unadorned 
tales ol heroic deeds, probably ol the 17th 
and IKth centuries. l•Iom the. lelerence in 
them to the existing political organi.sation, 
the ruling dynasty, identiliahlegeogiaphical 
locations and clans, there is no reason to 
doubt their historical veracity. Our interest 
in them IS their picturesque descriptions of 
the everyday concerns ol the people and 
pievalent inter personnel relationships." 

Genealogies gathered during held work 
are pait of the /mine pat tindilton (song of 
the house) sung during festivals. The ones 
I have examined have been committed to 
writing by the members ol the respective 
clans These genealogies enable us to weave 
the personal narratives of lamilies with that 
of the community Iromthe pre-colonial days 
to abinit the 1950s. Proverbs reterred to as 
jHilaiijols (woi ds ol the ancient) in the Coorg 
dialect provide clues to the prevalent values, 
motes and norms governing behaviour in the 
community IPoonacha I99.T47-72|. 

Beginning with the hisioncal background 
of the community m .Section I, the study 
explicates the societal valuation of 
motherhood as seen from the ntes depussage 
ol matresccnce described in Section II 
rontcxtualismg this data against the socio¬ 
economic and environmeni;il factors that 
influence ideas about motherhood and the 
management of women’s fecundity in .Section 
III, the study goes on to examine the impact 
of colonialism on social institutions and the 
shilts in the meaning imputed to motherhood 
in Section IV. 

1 

HLstorical Background 

TheCooigs, locally known as the Kodavas, 
are ulentihed m 19th centtiry ethnographic 
literature iis a landowning community of 
warriors. Even today most ol the members 
of the community own some land and arc 
found m the Indian aniiy in large numbers. 
Tlicy regard themselves as the original 
inhabitants of Coorg, a tiny district of 
Karnataka, on the siiiiimils and eastern 
declivities of the Western Ghats. The Coorgs 
zealously guarded theii independence until 
the advent of the British in 1834 (Hunter 
1885:28-48; Baines 1917:42). 


The extant cpigraphic records and the 
writings of Fcrishta, the Mughal court 
historian, suggest that the fortunes of various 
dynasttes of the south affected Coorg. After 
the fall of Vijayanagar in 1564 AD, Coorg 
was a conglomeration of mutually warring 
petty chiefdoms. Taking advantage of the 
prevailing local conflicts, a prince ol the 
Ikkcri dynasty Irom Haleri e.stablished 
suzerainty through political strategy rather 
than milttary strength (Rice 1806:6-25; 
Kamath 1993:63; Krishnaya 1974:87-881 

The 200 years tif Lingayal rule is important 
m the evolution ol a distinct cultural identity 
as Coorgs were brought under one rule for 
the first time.. Its significance in their 
con.selousness ol group identity, different 
Irom others, is summarised fromthcirhallads 
and genealogies (manepai) detailing family 
hi.slunes fromthis point oftime The Lingayal 
rule, however, cannot be construed as a 
complete break with the past, 'fhe old order 
was re'ained and the Coorgs constituted its 
leiidal aristocracy. The song Deshakati pat 
indicates that the 35 petty principalities were 
organised as administrative divisions and 
niciiiioiis the names of clans who were its 
thaklya\ (chiefs). The Hukkamnamas issued 
by I.ingaraja, between 1811-1820, shows 
hereditary (yurmrui) land was linked to military 
service, while (he imhali land was a gilt from 
the king forexemplary service [Hukkamnama 
XIII, translated Curgenven 1911:181. The 
political history of this period was also 
characten.sed by wars, feuds and raids into 
the neighbouring lowlands (Richter 
1870:1261 

Cohesive patrilineal clans iokka) was the 
basis of thcCiKirg social organi.sation. I .anded 
property was impartible and vested on the 
ancestral hou.se {ainemane). This property, 
administered by the eldest male member, 
devolved from one generation to another. 
The Coorg households were isolated 
homesteads built amidst iheir jamim property 
consisting of paddy fields, .some forest land 
and meadows. The ainemane was a solid 
structure, marked with the design ol 
fort i fication. comparable to the tarwad of the 
Nayars. Near the hou.se lived the {xiliya, 
kuruba and yerva servants in tha'ched roof 
huts ol mud and bamboo. The nearest 
neighbour of the household lived at a 
considerable distance away perhaps on the 
other side of the hiil or valley, and was 
another Coorg family with its satellite 
families. A few such houses and their 
dependents scattered over the hills and valleys 
constituted a Coorg village (Iyer 1948:5-81. 
The mainstay of the economy was paddy 
cultivation, undertaken with the help of the 
praedial slaves {jamntadaalu) and the women 
of the household.’ According to Rice 
(1878:221-23), Coorg men did no menial 
work. Apart from civil and military service, 
there are references in ballads to men going 


in caravans to Malabar to sell paddy and 
buying salt in exchange. They also went to 
Mysore to buy cattle. They enjoyed hunting 
tigers, wild boars, elephants and warlike 
sptirt. The killer of a tigtr was entitled to 
ceremonial honour. 

Afterthe British political takeoverin 1834, 
Coorg was administered as a separate 
province by a commissioner, subordinate to 
the governor general, through the resident 
of Mysore, also designated as the chief 
commissioner of Coorg [Rice 1878:25-261. 
This was a period of radical socio-political 
and economic transformation as Coorg was 
brought under the ambit of western 
enlightenment through English education and 
into closer contact with the rest of the country. 
Under the British the economy was 
increasingly monetised. Land revenue, which 
previously was partly paid in kind was now 
converted entirely to cash payment. The 
abolition of praedial slavery in 1841 
ti ansionned the basic production relationship 
to wage labour. This encouraged an influx 
of labour from the plains, especially after the 
introduction ol coffee in 1845 The civil and 
military appomtnients sought by Coorgs led 
to the growth of self-.-icquiied property, 
undermining the cohesion and authority ol 
the clan. The reason for the continued 
existence of the okka under colonial nile am' 
after is because the law continues to treat 
jamma (ancestral) land as impartible (Baden 
1974:465-821 The division of ancestral 
property that has occurred is an internal 
understanding, recorded in the 'sixth 
column'; the sale or transfer of this property 
requires (he consent of all the male members 
of theclan. The ancestral home is also jointly 
held, though administered by ihc eldest male 
member as its pattedar 

After independence Coorg was constituted 
as a ‘C .state until its mcrgei in 1956 with 
Karnataka (Muthanna 1953:16-35; Kamath 
1993; 1041. The process of socio-economic 
change evident under colonialism has 
continued since independence; Coltcc has 
steadily outstripped (he importance of paddy 
cultivation and few people live in their 
ancestral home [Kamath 1993:2231. Many 
of them have either migrated from the district 
or have set up nuclear households olose to 
their ancestral homes. But the okka is not 
without social relevance; clan exogamy is 
ob-served; the members also get together 
during festivals, marriages, births and deaths. 

Thcdistinctive features noted in the various 
ethnographic accounts arc that, despite 
perceiving themselves as part of the 
Hindufold, the Coorgs do not utilise the 
services of brahmin priests in (heir religious 
ceremonies; nor do they owe allegiance to 
any other religious authority within or outside 
the district. There is also no historical 
evidence to suggest that there was prostitution 
in the region, or the Coorgs practised pre- 
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|iuberty marriages and polygamy [Satyan 
1965:103-20; Hutton 1931; 15-16, Emcncau 
1938; 123-471- 

II 

The Rites de Passage of Matrescence 

Marriage, birth and death among (he 
Cloorgs arc occasions for affirming 
community tics, and arc celebrated without 
elaborate religious rites. During pregnancy, 

11 woman receives a great deal of swial 
approval from lelativcs and neighbours who 
visit her with hampers of nourishing non¬ 
vegetarian tood called kupadi. A pregnant 
woman is di-scouraged trom going out aflei 
(lark, especially near graveyards, II she has 
10 go out in ihe late evening or night, older 
women geneially advise her to carry a pod 
ol gai lie ( A Ilium Sativum ) or a sprig o fa herb 
{ncivix.wY' to avoid sudden cramps. 

Women go to thi'.ir natal homes, cither in 
the lillh Ol seventh month ol picgnancy. The 
mother or an aunt (who in the Coorg kinship 
system is defined as mother) is responsible 
lor ihe well-being of Ihe pregnant woman. 
The mothei along with two or four othei 
nianii’d women ( \umanf;alics) visit her with 
a hani|'er ol lood. Alici offering medi 
(oblaiions to the ancestors) and a sumptuous 
lunch, they accompany the expeclani mother 
to her paienial home. 

P.iituniion these days takes place in the 
ho.spiials. But when Ihe new mother returns 
home with (he baby, she is given the best 
bedroom m Ihe house. She remains secluded 
lor two months. During conlincnient. the 
parturieni woman is not supposed to enter 
the kitchen or the kanni kumahra (the room 
SCI aside lor slonng weapons and worship 
of Ihe ancestors). She is expected to 
concentrate on her baby and in recouping. 
Through an elaborate system of traditional 
health caic practices, the mother and child 
are carclully nurtured to health. 

The Cooig idc.i of birth pollution does not 
seem to have been particularly ngidcompared 
with some commio.ttics of (he Hindu-fold 
(refer Jeficry cl al I985;I5; Jacobson 
1980;59-601. The rules did not prevent 
parturieni women Iroin touching vessels or 
other hou.sehold goods. Not even the older 
women. wh(> continue to live in (he ancestral 
home maintaining its ancient rites, mentioned 
strict rules of defilement. They perceived 
confinement as a period of recuperation and 
said that they haci their babies in their own 
bedrooms. 

Formerly, in the seven-day period of birth 
pollution, the members of the natal and marital 
okkas ol the parturient woman could not 
participate in communal dances during 
fc.stivals of putiutri (harvest) and kailpod 
(worship of weapons) or enter temples, 
serpent shrines and .sites of ancc.stral worship. 
The taboos, however, did not prevent the 


celebration of weddings or other auspicious 
ceremonies; nor did the breaking of the rules 
entail elaborate purification |Chinnappa 
1924;77; Biddappa I991;9I1. 

ClIII.DRIRTH ExPhRlCNCrS Rl COKOI.O 1-KOM 
Oral liisroRii s 

In the old days, to find out if the labour 
pains were real or false, the woman was 
given jeeref(c kasai (a decoction of cumin 
.seeds mixed with red sugar candy md butter). 
If the pains did nut subside, the mattress was 
rolled back and a straw mat placed on the 
cot. Assisted by experienced women ol the 
hou.sehold or neighbourhood, the woman 
gave birth, citiier squatting or kneeling down, 
holding a rope sus()cndcd Irom the rool 
Between contractions, she reclined on ihe 
mattress. After birth, she was given coflee 
sweetened with palm sugar (Borassux 
flaheiiijier). 

Women in the Coorg community do not 
seem to have made use of the services ol a 
dai to deliver babies. As mentioned by the 
older women of Nellamakkada, Kuttetira 
and Paleccanda okkas, the parturient woman 
was assisted by other women in the 
household; sub.secjuently the cleaning up was 
done by the kuruba and poliya servants 
Kuttetira Kavenamma spoke ol the ever 
present fear of maternal mortalitv in the old 
days. In the absence ol the present day concept 
of infection, maternal deaths were explained 
asyoi pallcita (hurl by fingernails ol the birth 
attendant). It sometimes happened that the 
women wniking in the fields rushed to assist 
a woman suddenly in labour, causing 
puerperal infection. 

Immediately after birth, the parturient 
woman was given cold watei to drink to 
hasten the expulsion of the placenta. If there 
was any delay or difficulty, she was asked 
to tickle her throat with her finger or hair 
so that (he retching motion would hasten the 
expulsion of afterbirth. The room was then 
fumigated with nuUd pofta (vitex negimdo), 
samhrani (hosweiUa glabra), and tdmadi 
(canarium strictum). There is today a 
synthesis of modem obstetrical practices and 
local customs of posi-partum and nco-natal 
care, to achieve what they believe, is the best 
of both worlds. 

The first three days alter birth, the partunerit 
woman is given only rice gruel with 
restrictions on “cooling” foods such as 
fenugreek Ungonella foenum grecum). 
yoghurts, etc. Preventive herbal medicines 
are gi ven during her confi nement; a decoct i on 
of galilhopu (artemesia vulgaris), a few 
cloves of garlic, two teaspoons of powdered 
cumin seeds and nanjmbeeja (corchorus 
aestuans) or kurijerriai inigrlle saliva) is 
given for three con.sccutivc days, followed 
by a juice extracted Irom two bitter limes 
{citrusmedico), mixed with garlic paste fried 


in clarified butter, from the louith to the 12Ui 
day. For a month alter the 1 .^th day. a dailv 
morning dose ot foiii icaspooiiliil (>t 
powdered pep|H"r(y>i/>(>» lugium) mued with 
honey and clanlied butler is given .Aliei 40 
days, a ‘cooling’ poiridge made Irom 
fenugreek, coconui and palm sugar is given 
lor lOdays. lollowedby a mi.vluieol loasicd 
fenugreek, rice flour, coconut .ind honey lor 
the next 10 days. II she eonipl.uns ol .lehes 
and pains, a decoction ol soK erecpei 
{rhapliidopliora pfrlusii)ts given 
Post-partum care iiu hides an clahoiate oil 
massage with medicinal oils lollovsed by u 
hot water bath daily. Buckets ot piping hot 
watci are thrown on hei lower back and 
abdomen by a tiained maid, who ,ilso 
vigorously .scrubs her body wiili a niixture 
ol mil meg and giecn giani lloui' This 
extremely exhausting though lel.ixitig bath 
takes about thiec oi loin hours daily. As 
Cooig IS a cold place, gre.it care is i.iken to 
keep her wai ill. .She IS quickly dried, wiapped 
in a blanket and brought to (lie Is dioom. 
warmed with a coal lire and liiniigated with ' 
riuJl/ci pogrr and garlic peels While she dries 
her hair with samhiam siiiokc. she is given 
cither a bowl ol hot livei .soup oi poriidge 
Home-made eollyriiini piepaied Irom Ihe 
leaves ol the nandihatala in valiimia 
divarirata) plant is applied to her eyes and 
her abdomen is corseted with ,i lull length 
sari. 

Explained liom the viewpoint ol he.ilih 
and beauty, rcstiictions are pl.ieed on the 
paituneni woiiian’s speech, inoveiiieni and 
other activities. Ke.iding and needlework is 
discouraged as she niighi ruin hei eyes in 
her delicate condition .She is asked not to 
talk too much, as she might develop buck 
teeth Drinking water, especially cold walei. 
between meals is forbidden, lor they believe 
it will give hci a pauiivli .She is expected 
to he flat on her b.ick, kee[iitig her legs 
together to prevent a prolajise ol the uterus. 

A laciating mother’s diei is extremely 
nouiishitig: her breaklasi generally eonsi.sts 
ol egg flip, rice bre.id. honey or t liiitney with 
clarified bulterand milk a; inid 'inorning For 
lunch and dinner she is given piping hot nee 
with elaiilied biittei, liied green banana ot 
other green lealy vegetables and bitter lime 
soup, sca.soned only with salt and (leppcr. 
She IS also given a bowl of hot livei or hone 
soup at noon and at night. Red chillies and 
pickles, olherthan sallcxi lime or giKisebcmes 
(emblira offu malts), are never included in 
her diet. White meat is avoided for Ihe fir.sl 
12 days and pork toi six months Betel nut 
chewing IS encouraged A sweet, siiecially 
prepared with black sesame (sesamum 
indu tun), fenugreek, poppy seeds (papaver 
sommfi-rum), honey, coconui, palm sugar, 
raisins, almonds and the milk of coconut is 
given to her as an extra snack. It there is 
insufficient breast milk, she is led a porridge 
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u( Ncinolinu, clarified butler, honey and the 
|Uice ot the thoralf {polygonum chinensie) 
leaves In the old days, in the absence of any 
sedatives, the post-parluin care included a 
pc}> ol biaiidy at night tune. These days, 
however, with greater awareness, there is an 
avoidance ot alcohol. 

I'osi Naim Cari-. oi- lilt. Baby 

In the past, when childbirth look place at 
home, the infant was placed on a plantain 
leaf and the umbilical cord was cut with a 
bamboo knife, aftei the expulsion of the 
placenta and the baby started breathing 
properly. Turmeric powder {curcuma lon^a 
domestic) was applied to the umbilicus lor 
SIX days and sub.sequently a paste ot roasted 
hiicmh (ticonis calamus) with milk lor two 
more The banrboo knile used to cut the 
unibilical cord was placed by the baby's 
bassinet till the naming ceremony, to ward 
off the evil eye The placenta was buried 
undci a milk exuding tree like soap nut, 
acacia, cmcliona. etc. These days with hospital 
deliveiies, this custom is defunct. But the 
concern lor the proper disposal of the 
umbilu.alio:dcoiitimiesaccordingtocustoni 
■file cold IS eitliei bulled on the ancestral 
land or thiown into the compound of a nearby 
educational lustilution Irom a belief that the 
child .s future will remain tied to that spot. 
In the past, immediately altci birth, the mtant 
was smeared with the white ot an egg and 
clarified butter made only fiom cow's milk 
was applied on its head. The mtant was then 
bathed, scrubbed with green gram (cigi/it/ 
radiaia) tloiii and tumigated wilh.vrmihru/n. 
The birth ot a boy was announcci.1 by firing 
the gun and celebrated as the birth of a hero 
{hira paiandalli). while a girl child was 
welcomed with the beating of the bell metaJ 
vessel in the kitchen. 

Despite the prevalence of .son preference, 
there was no custom overtly discriminating 
against daughters Tlierc is. in fact, a beautiful 
folk song welcoming the birth of girls. As 
a blessing tor long lile, the new born is 
dressed in an old frtK'k and swaddled with 
old white linen sheets.* If smgagold .sovereign 
as a spoon, a little laggery or honey mixed 
with clantied butter and powdered pepper 
IS given It) the baby with blessings of longevity 
and firm yi;t gentle character. 

The |uicc extracted from the leaves of the 
bitter gourd Unomnrdica charaniia) and 
katchunda (solanum tarvum) is mtxcd with 
ca.stor oil atid applied to the baby's eyes. 
Herbal medicines such as the extracts of eli 
ki’im ihopu {cmilia sonchifolia). 

Lake ihopu {solanum nigrum), katchunda, 
dodpatre {coleus ambiniciis). aie given to 
clean the baby's stomach. .Subsequently, other 
herbal medicines .such as the juice of the 
hrainni leaf, considered a tonic to enhance 
intelligence, is givcc.. The child is massaged 


daily with a warm mixture of sesame, coconut, 
ca.stor oils, clarified butter and peppercorn, 
then bathed in hut water. Even if breastfed, 
the baby is given honey water or sugar water. 
Fruit Juices are introduced after the 12th day 
and fresh hutter mixed with a little nutmeg 
IS given after a month. If the child develops 
green motion, a little king {asafoetida) is 
rubbed on his .stomach or a little nutmeg is 
given orally. Believing in the harmful effects 
of bnght lights on the baby’s eyes, the 
kerosene lamp was not brought into the 
baby’s room in the past. The room was only 
lit by the mellow glow of a castor (ricinus 
communis) oil lamp. Nowadays the eicctnc 
bulbs arc carefully shaded to reduce glare. 
A steady stream of relatives and neighbours 
visit the family with nourishment for the 
mother and gifts for the child. This might 
include meat, liquor, medicinal herbs, 
marmalade, clarified butter, or even biscuits 
anilHorlicks. Asablessing, visitors generally 
place .«')mc money in the hands of the child 
to help famil les to bear the additional expense. 
Men, other than family members, do not 
enter the childbirth room. 

Namino Ceri-mony and Ganoa Puia 

In the past, the aruvadu, (naming 
ceremony) look place on the 12th day. These 
days. It coincides with the ganga puja, a rite 
marking the conclusion of the confinement 
period. On that occasion, the parturient 
woman has an oil bath and drcs.scs like a 
bride. The cauldron, in which her bath water 
was heated, is filled with cold water as the 
attendant intones "may your womb remain 
as cool as the copper vessel”. Apart from her 
pay, the attendant is paid a dakshina (tip) 
along with two sans and the glass bangles 
worn by the mother dunng her confinement. 

In the naduhofle {cctATiA hall) of the house 
the cradle is placed on a straw mat. The lamp 
is lit before the ceremony begins. Both the 
mother and one of the grandmothers, i c, if 
she IS not a widow, sit on tripod stools and 
name the baby with blessings of long life. 
To ward off evil, black thread is tied on the 
baby's wrist, waist and ankles; while a gold 
pendant strung with while beads called 
palmani is put around it’s neck. The baby 
is also fed its first solid food of a little rice 
and milk from a silver plate with a gold 
sovereign used as a spoon; subsequently this 
food is shared by three older children. The 
rest of the kin group then .step forward to 
rock the cradle and bless the child with gifts 
of gold, silver or money. 

Accompanied by sumangalies (married 
women) from her marital home, the woman 
goes to the well with a coconut, three betel 
leaves (piper betole), arecanut and some rice 
placed on a plate to perform the ganga puja 
- a rite that marks the end of her confinement 
and resumption of house work. Praying to 


goddess Kavciy, she sprinkles rice eastward, 
breaks the coconut and drops the betel leaf 
along with the arecanut into the well. She 
then carries two small pitchers of water on 
her head to the kitchen, accompanied by two 
unmarried girls carrying small pitchers of 
water. 

Praying to the wall lamp, in the central hall 
of the hou.se, she takes the blessings of the 
elders by touching their feet. After the ganga 
puja, her brother carries the baby and cradle 
to the bedroom, thereby establishing his bond 
with the baby. 

m 

Factors Influencing Management 
of Women’s Fecundity 

Viewing these rites de passage of 
matresccnce from the theoretical position 
delineated by Sunday f 1981:2-3), it would 
appear that they perhaps crystallised due to 
certain historical and environmental 
imperatives confronting the group ^ Situated 
on the hilly tracts, amidst dense jungles, 
Coorg has historically been sparsely 
populated. Inthe 19th century, the population 
density was only 84.2 per square mile. The 
Coorgs constituted less than 15.6 of that 
population [Richter 1870:81 j. i iunter writes: 
... in 1836. the population of Coorg was 
returned as 65,437, in 1870 - 1.14,161, in 
1871 - 1,68,312 with persons dwelling in 
22,900 houses in 495 villages. |Given the 
approximate area of Coorg at that time as 
2,000 square miles], the persons per square 
mile were 84.2, villages per square mile - 
2; hoases per square mile II 5; the average 
number ot persons per village - .3401 Hunter 
1881:6). 

The Coorgs who constituted the dominant 
group in the area were only returned as 
26.309 in these records. In the first half of 
20th century there was a steady rise .n the 
population by about 27 per cent. In 1941, 
for instance, the density of the population 
was 106 per square mile and in 195 145 
per .square mile. The reason attributed for 
population increase in census records was 
the immigration of labour to coffee 
plantations rather than due to a natural 
increase. Even today, despite the influx of 
labour, its population density per square 
kilometre is below the average ol Karnataka 
[Hutton 1931; Census 1951:194; Kamath 
1993:114]. As indicated in the folk songs 
of the pre-colonial period the natural 
abundance of flora and fauna ensured there 
was no dearth of food supply. Even today 
Coorg is a .surplus food producing area. 

Climatically, however, the region was 
considered unhealthy, with several chronic 
diseases such as malaria and tuberculosis, 
eradicated only in Ihe 20th centuiy [Mudianna 
1953:229; Rice 1878:2101."'The underlying 
concern to populate the area is apparent in 
thoHukkamnamas (royal edicts)encouraging 
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immigrations throughconcessional land cess 
[Curgenven 1911:3].” Frontier guards, 
ukkadas were .stationed to prevent 
migration. '* At the same time, the pre-colonial 
political history of Coorg is a record of wars, 
raids and foraging into the lowlands. The 
institution of motherhood as it evolved during 
the pre-colonial peritxl was obviously a 
product of a social setup primarily concerned 
in increasing the population of the region. 
A proverb describes having children as vital 
as heavy rainfall - a matter of grave concern 
to an agricultural society. 

Considered an essential part of the feminine 
identity, biological motherhood was 
honoured. The saying was that a man should 
die in the battlefield and a woman at child 
birth, Ann poliili chemmdu; ponn pethiih 
rhavandu. Women who became mothers of 
10 children were entitled to special honour 
called the paithunda kelapa ceremony This 
ntc IS now defunct as people no longer have 
such largclamihes. In recognilionof women’s 
essential rolein the propagation ol the species. 
It IS asseited that there arc no sins without 
eyes, no people without women. Another 
proverb leiteratcs, the man who gives you 
Ins daughter in mairiagc is equal to the god 
who has given you eyes. 

.Societal alte.inpt to strengthen molher/child 
bonds can be gauged Irom proverbs and folk 
songs In a inaiti.il coinmunily which took 
interest in hunting and warlike sports, the 
bn th of sons was hailed as the birth ol heroes. 
Daughters were not looked upon as a burden 
and they were closely identified with their 
mothers As suggested in a proverb avvanu 
imn allu piinnu ondc. chatii kiulikc mannu 
ondf. a mother and daughter have the same 
traits, just as the pot and the laillc are made 
of the same mud. So deep-rooted is this 
idcntilicatinn of thedaughter with her mother 
that the mother’s temperament is scrutini.scd 
before si riding mairiage proposals even 
today Expressing the feeling is a proverb 
avva pofihalichenj^i; movak chidlenpi ikku, 
if the mother has a white tail, the daughter 
w'ill at least have a white spot. This is not 
to suggest that close mother daughter bond 
meets with approval. On the contrary, efforts 
are made to weaken the relationship with a 
proveib that warns how a mother’s love can 
destroy a girl’s marriage just as the hen’s 
excessive fondling ruined the egg. 

Despite the absence of specific folk songs 
glorifying motherhood, it is obvious that 
women’s ability to bring forth life was a 
source of prestige. The honorific terms for 
women in folk songs included hhoomi lhai 
- mother earth, and petta avva - mother who 
gives birth. The encoded message in the 
ballads of Poledevi Appayya from Boliyur 
village in Edcnalknadand and Kalyantanda 
Ponnappa is that the birth of heroes is divine 
grace. The latter ballad in particular, contains 
a rudimentary attempt to ^orify the mother’s 


self sacrifice for her son; The father in a fit 
of temper, when the son inadvertently let the 
cattle stray, broke his bow and arrow. As the 
son wept tears of frustration saying he felt 
orphaned without his weapons, his mother 
consoled him with the promise: 

listen oh .son! grieve not for an old man's 

anger The broken bow and arrow was made 

only of bamboo Soon it will be icpiaced by 

myself as a bow of silver [Muthanna 

1987:82]. 

Controls over Women's Fecunoity 

CKxscly related to the interest of the group 
in women’s fecundity is the manugemenl of 
women’s sexuality through the institution ol 
niarriagc. Societal definitions iif legitimate 
or illegitimate children are also largely 
coloured by the perceived group interests. 
There are instances in ballads ol the 18th 
century, when a liaison was considered as 
binding as marriage, lending credence to the 
proverb rajak hand awatw dora; avvana 
hrehavanne appa - the man who a.scends 
the throne is king, the mother’s protector is 
father. The ballad Avyanf>ovim Appiah, 
recounts the life of the hern Appiah. While 
leading a caravan to Malabar to sell iice. he 
was accosted by Chembavva of the Bonnira 
family, who was manuring hui paddy fields. 
Chembavva invited him home and 
subsequently propositioned him, telling him, 
at the .same ti me, that the young men of Kanta 
Murnad village were interested in marrying 
her, especially Madayandu Devvayya. Ihe 
Thakka, (village headman). They spent the 
night together. The next day. promising 
Chembavva to take her to his home in Ghuya 
on his return, Appiah proceeded on his 
journey. Unfortunately, he was ambushed 
and fatally wounded hy a poliya servant at 
the instigation of Madayanda Devvayya. 
Devising a ploy to avenge him.sclf, he 
applauded the servant’s skill in archery and 
offered him his gold bangle as reward. But 
when the servant came near, Appiah 
summoned his last ounce of strength and 
killed him. The incon.solable Chembavva 
mini.stcrcd to her loverin vain. Realising that 
his wounds were fatal, she e.scuricd him back 
to his home in Ghuya, where he died alter 
introducing her as his ‘wife’, and entrusting 
her to his mother’s caic. At the funeral, 
Chembavva diverted the alleiuion of the 
mourners by pointing to the sky and leapt 
into the funeral pyre. 

While examining customary practices 
governing marriage, it is seen that marriage 
was stresiasd for both men and wtirnen. Apart 
from the kanni man gala or primary mamage, 
the Coorgs have several other forms of 
sanctioned man lages, mo.st of which are now 
dysfunctional. Re-marriagc of a widow or 
a divorcee (kudavalimangala) do occur even 
today; but in the past considerable effort was 


made by families to ensure that a woman did 
not remuinunpartncred. A widow could cithci 
have a leviratc marriage with a el.m biothei 
of her late husband or marry soinconc else 
A divorcee eoiild not have a leviraio niarnage 
as it could pose a threat to die stiuelure ol 
the household. 

Children belongeil to itieir pain elan and 
were generally left behind unless they weie 
veiy young. The euslomary law piotecied the 
right ol the widow to visit hei ehildieii even 
if she remarried into another elan Hut wliai 
IS .significant is the instances in genealogies 
when a widow or a divoiece lelained the 
custody ol children, and got Ihcm imegialcd 
into cilhei her natal clan oi even into the 
second husband's clan The juiidieal 
priKedurcfollowedinsnchcasesweicsmulai 
to Ihe breaking ol a inairiage eoiilrael on 
di voice and redefining it on rciiiai i lage I'he 
children's inral rights were broken with then 
patri-claii Ihioiigh the kalf adntma xniniHind 
ninripa ceremony (even death docs not mean 
relationship) and retlcl'ined in then ..doplive 
clan thiough kolc adangn sambund kndiipii ■ 
(relaiioiislnpuntodcath). Once adopted, their 
rights were no dillcrem Irom biological 
children. Divan Ropu. a piomiiietil general 
in the army of Virarajcndra Wodiy.n, who 
successfully opposed Tippii .Sultan’s 
expansionist anihiltons. was horn m I76K 
On the pretext that the child was hoiii on 
Vinamk CluPurihi <lay, his lather divorced 
his mother Suhhavva ol Chemyapanda 
family, Irom Poovada village, Kadialhaiidu 
Taluk, .and married his witlowcil cross- coiism 
Kunnakka from the Jainia lamily. Chelcvala 
village in the Kadiathaiuhi Taluk Kiinnakka 
had a 12-year old .son named liollii hy hu 
first marriage to Joyappa Irom the Maiaiidol 
Mukkatira tainily. When she maiiied 
Maiappuot the Uiddanda ehui, she terminated 
her .son's relationship w ith his pain-clan and 
got him adopted by his siep-lalber’s elan 
It IS evident from the subscquciu section ol 
the genealogy that Bollu not only got Ihe 
same rights as the children horn to las mother 
alter her marriage to Medappa hut was also 
venerated as one ol the nitda puni.sha 
(l(ircluthers)ol Ihe Biddandaclan. Ironically, 
Hopii.the sonofMadiahby hislirsimainagc, 
was brought up by his mother’s family 
(Chenniupanda nkkti) until the death ol his 
lather and step-mother. It was only alter Ihe 
death ofhis luihcrthal his rights in his patri¬ 
cian were recognised by his uncle Poonacha. 

To ensure the continuity of a lineage, in 
the absence of male heirs, the daughter of 
the house was retained and her husband 
transferred to her nkka. Known as manrk 
nipu (standing lor the soil) oi as okkapareje, 
the alliance required that the man gavc.up 
his rights in his paternal home and as.sumcd 
the identity oi his wile’s okka. A slight 
variant of this custom wa.s the makka parejr 
mamage. a short-term sexual relationship 
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for the continuation of the girl’s parental 
lineage. In the okkapareje marriage, the man 
was metaphorically seen as a ‘stump’ and 
grafted on to hts wile’s clan. He renounced 
both his patronymic and patrimony in 
pa-ciscly the same way as a woman is usually 
expected to do so in virilocal marnages. In 
the makka pareji- mamage, the bridcgrcHim 
was identified with the ’.seed' and stayed in 
his wile's okka, until the marriage proved 
truitful While the marriage la.sted, he iccci ved 
maintenance from his wife’s okka, but he 
was not lequircd to give up his patronymic. 
Alter the birth ot children to ensure the 
cotilininiy of the lineage, he was Irecd of the 
obligation and could return to his patn-clan, 
take another wile and start another family. 
A childless widow, it she did not wish to 
adopt, had the option of this marriage to 
continue her husband’s lineage. She could 
not, however, raise issues lot her natal home 
so long as she claimed her rights in her 
marital home (Poonacha IdKKiWS-SD-.Sbl 

Thi' aniiqinty ol these customs is attested 
III rtih century inscriptions |Rice lKt)6, 

I eprinl 1 ‘>72; XX V |. Family genealogies also 
ictei losiichoecun ence An elderly intormant 
told me that when all the male members of 
the Mukkaiira okka, weic executed in 
Amalinadii by a loyal decicc, a member of 
the Palecc aiula clan was transferred thioiigh 
maiii.ige to continue the lineage. The 
Hiddanda genealogy mentions the okka 
pair/i' marriage entcicd by Poonacha. the 
son of Kopii and Kutlavva, after the death 
of his first wile Mudduva from Marandol 
village Manyunda clan, approximately 
around 1701 Ixaving Ins children by his 
fust niai I lage behind in the Riddandu hou.se. 
he entered into an okka pair/r alli.iiice with 
t linmavva ol Mukkanda house in the Bavali 
village and lathered two daughters It has 
also taken place tn one of the branches of 
the Patvangada clan tn the I'f.ft's. 

Attetnpis wet e made to .sec that the palcrntty 
ofachtidboin out of wedlock was recognised. 
Kclerred to as mat kanat makka, the child 
was eithei incorporated into tlie mother’s 
okka, Ol the lather's. through a beinJiipareje 
ceremony in which the girl’s lainily hosted 
a dmnei for the members of the father’s 
village and paid witness money to the village 
elders If cither of the partners died before 
the bt'iula paiTir marriage, the integration 
ol the child into the father’s clan waseffcctcd 
through kiKia pareje ceremony, requiring 
the collective payment of four pana.^ as 
witness money to the village elders. The 
ceremony also entitled the surviving partner 
ot the relationship to participate in the I'uneral 
incs anil the women to be buried in the 
husband's ancestral burial ground. 

The 'Patole Palme',", considered by the 
Coorgs as an authentic record of their 
customary laws and usages, suggests that a 
woman was inviolat*,, .She could not be fined 


for tran.sgressions of the social norms. If .she 
was with child or lactating, she and her 
immediate family could not be punished for 
any offence. What, however, is unclear is the 
nature of the offence that was condoned. 

There is a suggestion in the text, sexual 
transgressions by either a man or a woman 
with a member of the lower caste group was 
punishable. This perhaps should be seen as 
a specific attempt to maintain household 
boundaries as the Coorg household included 
praedial slaves from the kuruba and the poliya 
castes. A person accused of liaison with a 
lower caste was excommuntcated. This meant 
civil death, for the individual was cut off 
from all social interactions, entitlements and 
services of the artisans in the village. A man 
could explicate his offense by paying a tine, 
a woman did not have this option. However, 
to citcumvent the execution of this extreme 
punishment, the woman had to get a Coorg 
to step forward and accepted paternity of the 
child before the village elders (Chinnappa 
1‘724:.50.5]. 

The prc.scnt day code of sexual morality 
among the Coorgs is in consonance with 
patriarchal ideology. None of the people I 
interviewed mentioned casesof illegitimacy. 
They felt that such cases rarely came to light 
and perhaps women might have risked death 
by trying to abort themselves. Only one of 
my informant admitted that such a death had 
occurred in her tamily. It obviously differs 
fmm those that prevailed in the pre-colonial 
period or even the early phase of colonial 
rule in marked ways. Underscoring this is 
an incident narrated by Mocgling who 
established the Basel Missionary in Coorg, 
approximately IH years after the Bntish 
political takeover, in 18S2. Chiyavva the 
wife of Biddanda Ropu, was accu.scd of 
adultery with a poliya servant and was 
excommunicated, while her husband was 
away on a trip to Malabar. Rejected both by 
her natal and manial home, she turned to 
Moegling for help. On his return, Biddanda 
Bopu approached Moegling and informed 
him that his wife was a victim of a domestic 
intrigue. But as he loved her and preferred 
her above his caste and family, he was 
picpared lo renounce everything for her 
{Moegling 1855:210-141. This incident is 
brushed aside in the Biddanda genealogy 
which merely states that Bopu, the grandson 
of Diwan Bopu fmm Kadiathnadu and the 
son of Madi'’h. became a Christian and does 
not mention his wife. It is significant that 
a man did not equate his wife’s fidelity with 
his honour. 

This docs not pre.suppose that women 
enjoyed complete control over their bodies. 
It merely remains an incontmvertible pmof 
of how ideological adjustments are made to 
meet perceived gmtip interests. Viewed in 
a historical framework, the primary concern 
of the Coorgs was ensuring group survival 


in a harsh and unhealthy climate, coupled 
with the lack of stress with regard to food 
supply. So far as this was their paramount 
concern the institution of marriage sought 
to ensure that women were not unpartnered 
during their reproductive years. Towards 
this end, women were sometimes coerced 
into repeated marriages as seen in a case 
citcdbyMoeglingt 1855:210-11). Poovakka. 
from Modur village near Armeri in 
Beppunadu, married Pooviah and had a son 
named Ponappa, while, her elder sister had 
an okka pareje marriage with Pooviah’s 
brother Monayya. By this marriage Monayya 
ceased to be a member of his patri-clan in 
order to continue his wife’s lineage. 
Meanwhile widowed, Poovakka entered a 
kudavali marriage with Kambayya, who also 
died shortly. The pant:ha\al (the caste 
council) then decreed, against Poovakka's 
wishes, that she should marry her sister’s 
husband Monayya. Poovakka requested 
Mocgling to intercede on hcrbchalfto prevent 
the marriage us she was concerned about her 
son’s welfare. 

IV 

Colonial Impact on Marriage 
and Motherhood 

One would naturally expect colonial 
ethnography to reiterate these customary 
marriage practices. But there arc subtle 
differences between the colonial and 
indigenous accounts. The customary laws 
cixlificd in 1861. nearly three dci'ades after 
the establishment of British rule in Coorg 
suggests: 

The marriage ceases by ml idclity on the part 
of the wife; but no such forteiiurcof marriage 
lights occurs to the husband m the event of 
hts infidelity as long as the connection is with 
woman of his own, or some equal caslc 
Connection with one of the low caste, 
however, docs entail torlciture of caste to the 
husband as to the wife. This is in accordance 
with thecustoms prevailing in most countries, 
in which infidelity on the part of the wife 
becomes a deadly sin; on the part of the 
husband a venial olTencc. It is e\ ider.t that 
women did not assist in the framing of laws. 
The husband, according to the Coorg laws 
which are in consonance with the Hindu laws 
in this respect, is not entitled to receive 
damages from the wife [Cole 1861: chapter 2, 
para 26]. 

This manual referred to as the Cole’s 
Manual, describes makka pareje marriage, 
providing for the continuity of the lineage 
through the daughter, “as adoption of the 
daughter’s son’’. By emphasising adoption, 
a subtle shift is created in the manual from 
the existing concept of retaining the 
daughter’s potential fertility to continue the 
clan. It ignores okka pareje marriage, through 
which the man identified as a ‘stump’, was 
grafted on to his wife’s clan [Cole 1861: 
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chapter 2, para 40). The key point of such 
a marriage was that the man was transferred 
to his wife’s clan in precisely the same way 
as a woman gets integrated into her husband’s 
clan in patrilineal and virilocal marriages. 

It is not that the 19th century gazetteers 
were not aware of these marriage customs. 
Both Richter (1870:121-23) and Rice 
(1878:222)rcfei toDoddavva(Doddi Auwa) 
of Almanda hou.sc at Armen village (circa 
1650 during the reign of Muddurayya). As 
an only child, she inherited parental propeny 
and was mamed to Uttachaof the Mannanda 
clan, by which marriage he was transferred 
to his wife's clan (okka pareje marriage). It 
appears that Doddav va was not only an only 
child but also gave birth to four daughters. 
The first three were married according to the 
rites of a primary marriage, but an alliance 
(mukka pareje) was contracted for the 
youngest daughter with a member of the 
Paleccanda clan to provide heirs to continue 
the Almanda lineage. The first two sons by 
this marriage inherited the Almanda house 
and prop'jrty. The .sons born subsequently 
were incorporated into the Paleccanda clan. 
This was possible because i n a inakkupareje 
marriage the man docs not renounce his 
patri-clan and assume his wife’s family 
identity. The marriage is con.strucd as a short 
term association foi the birth of children to 
continue the woman’s lineage. But as the 
couple obviously wanted to continue (he 
marriage, they subsequently took up 
virilocal residence and had other children 
who got no share ol the Almanda property. 
The interesting addendi'in to this account is 
thatlhcmembersoflheAlmandahouse to this 
day ofler oblations to the Karonavas 
(ancestral spirits) ol also that of the 
Paleccanda clan in recognition of this 
marriage (Paleccanda Subbiah - 82 years). 

Neither Cole’s account nor any of the 
other colonial writings mention/renc/upareyc 
or kutta pareje marriages which established 
paternity of children born out of wedlock and 
were given jural rights in cither the okka of 
the father or mother. They merely assert 
'illcgitiniate' offspnngs had no right to inheri¬ 
tance whatsoever and cite ‘unfaithfulness’ 
as a suitable gmund for divorce [Cole 1861; 
chapter 1. para 158; Richter 1870:140]. 

There arc discussions in 19th century 
whether polyandry cxi.stcd among the Coorgs. 
Mocgling, writing in the early phase of the 
colonial period stated: 

The married life of (he Coorgs is disfigured 
by the extraordinary and pernicious system of 
polyandry or rather the communism of women 
in one house” IMocgling 1855:40-48]. 
Colonel Wilks in his History of Mysore 
says that on one occasion Tippu harangued 
the Coorgs on the subject of their “moral and 
political sins” in the following words: 

If six brothers dwell together in one house 
and the elder brother marries, his wife 


becomes equally the wife of the other five 
and the intercourse, far from being 
disgraceful is familiarly considered a national 
rile! Not one man in the country knows his 
father and the ascendancy of women and 
thebastardy of your children is your common 
attribute” [Wilks 1864; vol 2:103 cited in 
Richter 1870-139] 

Subsequent writers, however, argue that 
polyandry was an excrescence of Coorg 
customs and not widely prevalent | Richter 
1870:139; Medical Topography 1884:21; 
Rice 1878:219-38). Asprimfthai polyandry 
did not exist Rice argues. 

Among the Coorgs unfaithfulness is a 
recognised ground for divorce and is solemnly 
carried out by Ihc Aruvas of the unhappy 
couple and by the Takka of the village. The 
child remains in (he father's house, while Ihc 
mother returns with all her belongings to the 
hoiiscofhcr parents... shouldareconciliaiion 
take place, the husband of the restored wife 
IS looked down upon with contempt . no 
refutation of the alleged communism of 
women could be stronger than these facts 
[Rice 1878:2.38] 

Since indigenous records do not mention 
polyandry, one is tempted to argue (hat Ti ppu 
Sultan's harangue was merely justification 
for his aggressive Coorg policy. Mocgling 
was a German missionary who wrote his 
memoirs at the behest of Sir Fred Adam, the 
governor ol Madras. His account perhaps 
stemmed from hts proselytising /cal and a 
desire to justify colonial rule [Muthanna 
1953:93]."' In the absence of evidence in 
local sources it may be assumed that Icviratc 
and .sororate marriages were arbitrarily 
defined as polyandry. 

The suggestion of polygyny in Cole’s 
Manual is similarly unsubstantiated by 
indigenous accounts. The circumstances 
al lowi ng polygyny, according to the Manual, 
were similar to the grounds for divorce and 
included; 

Want of chastity, confirmed ill-hcalth. 
barrenness and one who for a period of 10 
years produced only daughters 
incompatibility of temper or habitual 
disobedience and disrespect as justificatory 
of his taking's second wife.. The wife who 
had been superceded should continue to reside 
with her husband, whether such second 
marriage was justified or not. Ncitherhusband 
nor wife ought to force on separation in .such 
an event. This is oppo.sed to Hindu laws 
which allow of separation (Cole chaptci 2, 
para 28 and 30). 

Polygyny seems to be in contravention of 
the spirit of the oral contract {samband edi/M), 
legalising marriage. The contract gives a 
woman unconditional right to return to her 
natal home on widowhood or divorce. As 
the customary practices also allowed for 
remarriage, what could be the rationale for 
a ‘superseded’ wife’s continued stay in her 
husband’s home'.’ Nor does this explanation 
resonate with the underlying principles of 


Coorg niarnage as a system ot allianu- 
between two equal cl.ms lathcr thim a 
hypergamous union as among scveial othei 
Hindu groups It must also be pointed out 
that, despite the iin\xiitaiu'e td ancesiial 
worship, there was leligious compulMon lor 
the birth of sons. A conceptual dilleience 
exists between Ihc Coorg rues ol oblaiion 
and that of mainstream Hinduism, according 
to which libalions olfcied by a son mediales 
anian's salvalion.llie mrdi I libation) otieied 
III a Coorg household d.iily eithei bv iiien 
01 women was a share ol the lood cooked 
tor (he family. It olten included both meat 
and liquor Similarly, the annual celebi.iiion 
ol karnova ter w.as to propiiiaie the lust 
ancestor of the clan [kaniowi) rather Ih.in 
their immediate geniloi. .Sons weie dcsiied 
moic to continue the lineage and loi (he 
prestige aceming troni their irarticipation in 
public .sphcics than tor any religious meiit 
Considciiiig these dilfeiciiccs one wonders 
about the process ol social change 

TraNSIOKMAIION Ol StK'ISI NoMMS .\NI) 

Ins 11II! HONS 

ApartIromthissiiblledisiorlionol 'mitivc' 
customs, there aic also indications ol direct 
.state inlervcntion to specifically ban pi.iciice.', 
that allowed women greater control over 
sexuality and UMithcrhood 'fowaiclsiheclo.se 
of the Lingayu lulc. an edict was issued by 
Lmgartija II seeking to curtail oslentatioiis 
celebration ol women's .second niairiage. 
ban sanctioned sexual liaison rciened to as 
Pachadak nadapa (mokkapareje marriage.’) 
and define children ol such maiTiage as 
illegitimate: 

llereallcr, whcnevei a girl ol the Coorg laee 
IS given in marriage she shall, il a maid, he 
wedded in accordance with the t iistoiii oi the 
Coorgs. but il she has been pieviously a wile 
she shall be united to her hushtind as the 
.Sudras marry These i wt i usages arc approved 
by the palace and thcrelorc shall all who give 
or lake III tnai i lagc in these dominion observe 
them, f-urlhei, whenever a woman of 
repulable lamily is kept as though she wete 
a concubine and laimen: given [Pathadak 
nadapa] and children aie horn of the union, 
such children are not wuilhy lo enter the 
palace nor should their laces lie looked on 
They aie luted neither loi this world nor Ihc 
next (iiHid people will never act cpl them 
in miirii.ige Having regard to these things, 
none shall prelcr or (n'Kc a woman lor raiments, 
hill exchanging this practice shall il a maid 
be according lo the custom ol Ihc caste and 
if fonncriy a wife according also lo usage 
'Hicsc are the two nic'htxls enjoined and they 
shall be lollowed [Hukkamnama XXIIl. 
translated Curgenven 1911.27)’' 

The specific questions asked here is why 
did these customs suddenly get perceived as 
deviant, when they did not pose moral 
dilemma to the 2(X) years of Lingayat rule'.’ 
Considering that the ('oorgs were powerful 
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and they had close kinship bond with the 
ruling dynasty, interferences with their 
customs might have proved politically 
injudicious. Presumably there existed certain 
powerful compulsions behind these dictates. 

Issued between IKII and 1820. these royal 
decrees can be construed as part of a totten ng 
regime's last hid etfort to stall an imminent 
takeover bv the li.isi India Company. Wars 
with .Mysore tiad lorccd Coorg, as early as 
I7‘)0, into a delensivc alliance with the 
Company leading to the stationiiigof a British 
Resident in the region. Alter the deteat of 
Mysoie, the British intrigued to set aside 
native rule The Cooig king, Viraraja, who 
died under.suspiciouscireunistancesin 1809, 
had designated his daughter Devamrna as his 
successor and entrusted her to the care of 
theC'ompany. I le had also invested dsi/.cable 
fortune with them in her name. 

Setting aside the claims ol the princess, 
Lingarajj II, his brother, usurped the throne 
in connivance with the British. Contronled 
with the need to legitimise his accession, he 
sought U> streamline the administration 
through a .senes of dccices lie also hoped 
to gain control overthe financial investments 
of the previous king with the Company 
(Riehtei 1870:29.5; Poonaeha 1995:39-64| 

This IS not to imply that customs die out 
with mere otficial decrees. The Biddanda 
genealogy, while narrating the .story of 
Karyakaia .Somiah's family provides an 
instance of such a marriage and its .social 
acceptance as late as 1861. Karyakara 
Somiah, the son of Karvakara Bojiu was horn 
in 18(H) When the transfer of power to the 
British look place in 18.34, Karyakara Somiah 
and his second wile Poovakka from 
Nadakcranda family preferring exile, 
followed their king to Kashi The daughtei 
horn tothem incxilc was given to Shi vachara 
Mult 'as chanty'. Somiah and his wite 
returned to Coorg. after the king and Ins 
daughter sai led to England to plead their ease 
belorc the parliament. When the child, 
Kunniyakka, grew up, she was named to 
Chennavuappa (a Lingayat) of Marabanda 
Mutt in Coorg. She subsequently had two 
children Her son Madvirappa contracted a 
Pachailak nadapit (nujkka pareje) marnage 
with a Coorg girl Iron the Monotira family 
and had a daughter called Seethamma. After 
Madvirappa's death, his Pactuulak imdapu 
wife went and stayed with Bolkaranda 
Ganpathy (a Coorg) along with her daughter 
who was subsequently married to another 
Coorg, Kadira lyyanna’s son Chinnappa, 
residing in Thonpgiri village."’ The jxiint 
here is that the child of a sexual liaison, who 
would in the present day context be defined 
as illegitimate, did not face social 
discrimination. 

After this period there is no mention of 
such forms of inamage. Presumably ideas 
of sexual morality began to conform to 


Victorian standards through their exposure 
to English education introduced by the 
missionaries in 1834. Theireager acceptance 
of western education was perhaps fuelled by 
a social and political expediency of 
maintaining their hegemony in the region. 
They would not have liked to adhere to any 
custom which might demean them in the 
eyes of the rulers, or prove prejudicial to 
their prospects of gaining positions of 
authority. So much so, the Cole's Manual 
of 1861 denies customs which gave greater 
rights to women over their sexuality and 
made provisions forthe integration of children 
from premarital relationships into either the 
clan of their father or mother. 

Discussion 

Apart from these instances of state 
intervention in transforming indigenous 
customs, targeting thosecustoms gave women 
greater control over their sexuality and 
children (for children of pachadak nadnpa 
liaison belonged to the mother). The overall 
economic, and political transformation of 
the period affected the household structure 
and in the process intlucnccd the prevaling 
ideas about femininity and motherhood. 
Certain customs became defunct partly from 
a need to conform to the code of the rulers 
and partly from their greater interaction with 
other Hindu groups. 

The pre-colonial household was based on 
clan organisation. The resources of the 
household were jointly owned. Even the 
head of the household had no authority to 
dispo.se of any part of the iamily property. 
All the members of the clan were only entitled 
to maintenance. In their anxiety to maintain 
clan unity, communitarian values were 
extolled and .self-interested individualism 
was firmly checked. The division of labour 
:n the household suggests a separation of 
spheres of influence rather than arbitrary 
control by men. Suggesting this division of 
labour in a Coorg household is the proveib 
‘the grandfather wields authority; the 
grandmother controls the family purse’. 

During this period women's contribution 
to the household economy was vital as men 
were away from home for extended periods 
on military service. The nature of women’s 
work gave them control over the household 
re.sourccs and also made it difficult for them 
to bring up 'heir own children. Apart from 
cooking and fetching water for a large 
household of 40 to 80 members of the okka, 
women worked on land, particularly during 
harvesting and transplanting. They were 
responsible for the supervision, payment of 
wage and the overall welfare of labour. 
Storing paddy and other provisions in the 
attic, maintaining the kitchen garden, the 
cattle shed, the poultry and piggery were all 
women’s responsibilities. While men, as 


indicated from colonial accounts, did no 
menial work [Rice 1878:221-23]. 

In the colonial period, there was an overall 
change i n men ’ s work. Wars and raids ceased 
to be their main occupation. They stopped 
going to the lowlands in caravans. The sale 
of surplus produce was undertaken through 
the Mappilas of Kerala who were the 
middlemen. The change in the male sphere 
of activity meant that they gradually entered 
into women’s areas of control They look 
over supervision of labour and land. The 
withdrawal of women from ectmomic roles 
coupled with the absence of early marriage 
and motherhood gave them access to 
education. In Coorg unlike most other regions 
in India, education for women, not even co¬ 
education, was coiiirovcrsial (Mishra 
1966:1071. But through that education, the 
social construction of femininity was 
transformed as women were introduced to 
the ideals of housewifely roles and child 
rearing practices. For instance, needlework 
which was done by both men and women 
was now taught exclusively to girls by the 
missionaries (Richter 1870:4431 

The introduction of coffee as a major cash 
crop, encouraged through concessional 
revenue rates and the clearing of large tracts 
of forest land, led to the growth of private 
property, difterent from jamma (ancestral) 
properly vested on the house As men 
undertook this eiilerpii.se (as noted from the 
genealogies) the stage was set tor an increase 
in male power. 

The anomalies created by self-earned 
propcrty.diffcrent from/wnwio land required 
the codification of the customary law. The 
judicial commission in an additional special 
appeal sun No 117 of 1858-59 pas.scd a 
decree that “division was contrary to the 
ancient custom of Coorg”. It was, however, 
felt that allowance should be made to allow 
an individual to sell his share of the joint 
family property. However, in deference to 
the ancient custom, as a first option, the 
individual had to .sell the family property and 
insignia to the coparcener. It was in the 
definition of coparcener that women lost out 
on property rights as men came to be 
considered the core members of the family. 
Property was now seen as devolving on the 
lineal descent rather than from one generation 
to another as was the ca.se in the pre-colonial 
sy.stcm. Now widows were seen as tenants 
for life with no autonomy to dispose their 
share of the property like men. Daughters 
could inherit their parental property only in 
the absence of male heirs, and the unmarried 
woman’s share of the property would revert 
back to her male kin. 

How far removed this legal revision was 
from local systems of inheritance can be 
appreciated from the fact that previously 
men too did not inherit property. All the 
members of the clan were only entitled 
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maintenance from the property vested on the 
clan. !f a man contracted an okka pareje 
marriage to continue his wife’s lineage, he 
had to renounce his patrimony. After 
marriage, he was identified through his wife’s 
clan name and got his maintenance from it. 

The growth of individualism and 
acquisitiveness created economic disparities, 
not only between the members of the 
community and the corporate kin-group, but 
also had implications for the marital 
relationships. Mmriage was now increasingly 
seen as defining the obligations of a man and 
woman to each other rather than as a system 
of establishing affinal bonds with mutual 
obligations between two okkas [Poonacha 
1993:47-721. The idea that property needed 
to be handed through .sons made women’s 
sexual punty a matter of paramount concern. 
Women were increasingly seen only as wives 
and mothers. It is true that the pre-col-mial 
system, due to several demographic and 
historical factors stressed biological 
motherhood. But the nature of her economic 
work and the division of labour in the 
household meant that women rarely brought 
up their own childicn. Older women minded 
the cradle while younger women did all the 
strenuous work. 

The normative structure of pre-colonial 
society considered the clan more important 
than the individual. The entire clan rather 
than biological parents, had a stake in the 
child The responsibility of rearing and 
nurturing children was collectively shared 
by all the women in the okka. This is evident 
Itom the classificatory system of kinship that 
prevailed. According to the system the wives 
of one’s father’s brothers (real and 
classificatory) as well as mother’s sisters 
were referred to as mothers. They were 
distinguished from each other only by the 
prefixing of a terminology indicating if they 
were older or younger to the biological 
mother. 'This meant that the mother’s older 
sister as well as the father's older brother’s 
wife was dodda vva (elder mother), while the 
mother’s younger sister and the father’s 
younger bnther’s wife was kmniavva (young 
mother). The remnants of this group 
mothering is seen in the marriage rites that 
continue even today. The bride and 
bridegroom are first blessed not just by their 
biological mothers but by their group mothers 
in a .strict precedence gi'en to age. The 
honorific given to a woman in folksongs as 
petta aw'a (mother who gave birth) was not 
necessarily by her biological children but 
also by others. Since biological paternity of 
the child was nut a matter of paramount 
concern, children born out of wedlock were 
not discriminated against contrasting with 
the present day concepts of conjugal fidelity 
and stress on p^emity ofthe child and father’s 
guardianshipof thechildobviously the fallout 
of the sweeping changes in the region. 


Notes 

[I am grateful tn Chappudira Bollamiiiu and 
KmieUra Baby for many of the details of the child 
birth practices; and to Maithreyi Knshnara] and 
Prabha Krtshnan for their comments.) 

1 As explained by Raphael (l<»75 1-4). the 
physical act of giving birth docs not 
automatically unlea.sh a previously contained 
flow of maternal love, ^hich will ensure the 
.survival of the child or its social acceptance 
in the group. A seemingly simple decision on 
when a woman should become a iiiothci is 
dependent on the roles assigned to women, 
the stake the group has in their reproductive 
labour and the consequent control exercised 
over their sexuality So integral is this 
relationship of reproduction to its social 
context, that even an intimate experience ot 
hieasi feeding goes beyond the limits of 
mother-infant relationship to include .several 
supportive kin relationships Without such 
supportive cartng for the well-being of the 
mother and providing the infant with siH'ial 
status, the natural pnx'css of hrc.asl feeding 
is affecled 

2 Thctcnii ‘folksociety’ is used here, to describe 
a society which is small, bound by traditions 
and intimate personal Imksas used by Kedfield 
(1941) cited in Robertson (1989:89) 

3 Over the post 30 years these wedding songs 
nr funeral dirges have not been sung as there 
are few people who know them But the 
customs continue on the lines desenbed by 
them 

4 The religious songs describing the migration 
of deities obviously belong to anearlier period, 
but they have not been refened to here as they 
do nut shed light on the existing social 
relationships. 

.S There are two kinds of hereditary slaves 
belonging to the Coorg households, the bhunu 
jamnuuiu alu and the iikkalu jammada alu 
The former were attached to the soil and could 
not be alienated from it. while the latter had 
no such protections. 

6 The ethno-botanicol names of all the plants 
have been clabomtcd in the appendix 

7 Older women tell me that the water had to 
be so hot that blisters appear on the woman’s 
back. Nowadays women do not submit 
themselves to such scalding baths 

8 The baby frock has to be old and previously 
used by other children who have survived the 
critical peridd of childhood. New white sheets 
are not used on the baby as it is considered 
too rough for the baby's skin and because of 
its association with death, as the shroud which 
wraps the dead is a new white sheet 

9 To understand the cultural consiniction ol 
motherhood in a given society, this paper is 
premi.sed on Sunday’s (1981 2-3) contenuon. 
as she pursues BcrK'dicl'sargumenl on cultural 
selection in Patlems of Culture (1934-35). 
Sanday suggests that a basic sex-role plan 
evolves in each culture as it responds to the 
enviro''mcnl and man’s physical neecs-sities 
From this position, specific attempt is nude 
to delineate the various compulsions that mould 
the institution of mothcrhoixl which lies at the 
core of this sex-role plan. But as these 
environmental, $ocio-economic and political 
imperatives are neither static nor unchanging 
can it be assumed that itleological definitions 


of motherhood arc sub|ccl to change ’ 

10 Huntcr(l88515)wrilcs."Thcmosiprcvaleiit 
disease was niaiana In IK73 it total oi -l.ln? 
deaths wen: reported ot which t,2S5 wore 
ascribed to fevers. 324 to bowel complaiins, 
bb to small(X)x and five 11 cholera 'flK de.ith 
rate was 24 7b pei thousand” 

11 The anxiety ol the people to popiilair the 
region and cultivate the l,mds ivsiilied in 
particularly light revenue asscssnionis duniig 
the prc-eolotiial d-iys ('ole (1861 c'laplei 
XII. para 222), writes, "11 any individii.il ot 
the several (aiorg mces .should lake .sIk'Iici in 
the house ol a C'oorg and woik iindci him loi 
a penod of 12 years in snccesMon without 
remuneration of any kind, the householder 
will have to iiicet the expenses ol his niamage 
and will have to give him the lol lowing aiticles 
gialis a pair of bullocks, one niilch cow, 10 
hallif\ o( paddy, two/xit/KM o( p,idds seeilliiig, 
<inc munuli. one kiiile called kudukatu one 
telling axe, one sickle, one tU|X'c foi yiitli’e 
jammti lee. Rs It) loi uu.'tii kanikkr, one 
inuskci, one Cooig knile called peeilu koti 
.ind OIK’ thoditngu" 

12 In the llukkunmanun, we find lelereiiees to 
the Ironlier guards' houses called Ul kudti to 
check the arrival td oulsnieis and pieveni 
people leaving Cooig l’ass|K>rl.s werc needed 
to leave Cooig The Kapis nude every cfloii 
to attract immigration ihioiigh very light taxes 
and special concessions to Ian iH-rsliom outside 
IHukkamnamus XX\'I, XI.VII cued m 
Curgenven 1911 42,50) 

13 Tlie 'I’atole PaliiK'' is the cailiesi allcinpl 
made by a member of the comniimity lo put 
together all,the customs and practicc.s ol the 
Cooigs. liven today there is widespread 
acceptance of it us ,m .nithentic .iccount <1 
their customs The book could In: seen as 
representing the doiiiniani nule voices ot the 
community What the writer has lo say about 
the folkways ot Coorg are particularly 
significant when viewed in the backdiop ol 
his other works which include the lianslalion 
of the Hhanavadlitlu into iheC'iKirg language 
and in the context ol the nationalist politics 
ol the tune 

14 Richter wiile.s, ''u|Kin caiclul cxunimalion ol 
the matin, I may stall as a fai I that whtilevei 
may have been the ciisloni in the bygone ages, 
there IS no .such thing now practiced ainong 
the Coorgs as a nalional nic That a people 
without the restraint of a moiality based upon 
piiie and holy religious ptincipics and 
enlivened by divine grace should live together 
exposed to gieat temptation wi'hout 
occasionally lalling into grievous sin is nm 
much lo exix'cl Ironi lallcii nature hut we are 
not at lilH’rly lo re-cord those solitary outbursts 
of evil passions as an established system or 
even cu.stom" [Richter ‘870 139) 

15 f/itUuni/iunKi also states "If Hrahimns. 
Kshatnyas. Vaisyas or Sudrus arc lound guilty 
o( adultery a fine ol from 3 to 12 vurahas shall 
be exacted In case of criminal intiniacy 
between persons ot different tastes or of incest 
a report shall be made to the I'ulace and effect 
given tn such orders as may be passed thereon” 
(Curgenven 1911 30) 

16 There is no reason to doubt the historical 
veracity of this account because the British 
appreciating Katyakaia .Somiah's loyalty to 
his king fulfilled his last wishes and allowed 
him lo be buried by his father Ropu another 
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proiiiincnl general dunngihe wars wilhT'.ppu 
Then: slill slands a mausoleum in the memory 
ill liicse two in Mcicara 
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Sales Taxation: Evolution and Reform 

Lessons from Tamil Nadu 

S Gunimurthi 

Both the central and state governments have embarked on a massive attempt to rejorm the commodity laxation 
regime in India, with Maharashtra and Tamil Nadu being the first .states to introduce value added irt.v. In the 
last budget Tamil Nadu has introduced several changes in the regime and a long-term taxation policy whii h 
will establish a stable sales tax regime. This paper takes a critical look at the new policy. 

[This paper is being published in two parts. This is the fust part.) 


IN India. 65 per cent of the taxc.s arc raised 
through taxes assigned to the central 
government and 35 pci cent through the 
taxes assigned to the states (Table I). 1'hc 
division of taxing ptiwers between theccntral 
and state governments is clearly set forth in 
the Seventh Schedule of the Constitution of 
India. The majoi taxes assigned to tlie central 
government include personal income taxes, 
wealth and gift taxes, capital gains tax, 
cii.stoms duties, corporate taxes and cxci.se 
duties while the ma|or taxes assigned to the 
.states include sales taxes, alcoholic excises, 
agncul.ural income lax and land revenue. 
The important taxes of theccntral government 
which yield siibstanlial revenue are union 
excise duties {26 fier cent ol the combined 
tax revenue of the centre and the slates), 
customs duties (21 per cent), corporate tax 
(X per cent) and pctsonal income tax (7 per 
cent). .SigmticaiU among the state taxes aic 
sales lax (20 per cent ol the combined tax 
revenue of the centre and the stales), slate 
excise (5 per cent) and taxes on vehicles (3 
percent)(Table I). Whileunionexci.scdutics 
reprc.sent 40 per cent of the taxes raised by 
the centre, sales lax represents 56 per cent 
of the state taxes (Table 2). Tamil Natlu 
which accounts for 4 per cent of the land 
area and nearly 7 per cent of the population 
in India was the first stale in the country to 
introduce a general sales tax in its present 
form way back in 1939, and used to account 
lor 46 per cent of the sales tux collected in 
India in the early 1960s. Over a period of 
lime the sales tax regime in the state had 
become quite complicated leading to a four- 
tier structure with high marginal rates of 
taxation. A massive reform of the sales 
taxation has been undertaken by the state 
government while furmtilating the budget 
tor 1996-97, which is the subject matter of 
this paper. 

The paper is divided into four sections. 
Section I traces the origin of sales taxation 
in the state in its historical perspective and 
covers the changes in the sales tax structure 
in the slate between 1950-80. Section 11 
deals with developments in the sales tax 
regime in the 1980s and 1990s up to 1995- 
96. Section 111 gives the features of the 


sales tax reform introduced in the budget 
1996-97 including the Value Added Tax 
(VAT) and Service Tax. Section IV deals 
with issues relating to the introduction ol a 
full-fledged VAT in the context of fiscal 
federalism operating in India. This seciion 
deals with various aspects relating to 
introduction of VAT in India and in the 
process elevates the particular to this general 
issue. 

1 

Origin of Sales Tax in India 

Sales tux is easily the most important among 
the taxes raised by the slates in India and 
hence it has an important place in the fiscal 
structure of the Indian states. In fact the 
origin of the Indian sales lax can be traced 
back to Koulilya's Arthasastra. 'I'hough it 
cea.sed to be in existence after the 18th century, 
the revival of sales tax in its pre.sent form 
in India should be attributed to the 
Govemmentof India Actof 1935 when India 
was under the British rule. Though 
Maharashtra (erstwhile Bombay Prc.sidency) 
was the first province to impo.se, within a 
very limited urban and suburban area, a 
selective tax on the sales of tobacco in 
1938, Tamil Nadu was the first state in 
India to levy a general sales tax (GST) in 
1939 through a multi-point turnover tax 
primarily to make up for the loss in revenue 
arising as a result of prohibition. It was 
a multi-point tax levied at a very low rale 
of0.5 percent; all dealers with a turnover 
in excess of Rs 20,000 were made liable 
to this tax. But there was also a provision 
for levying a slab rale ol Rs 5 per month 
on the dealers having turnover between 
Rs 10,000 and Rs 20,000 per annum. The 
tax was levied on almost all commodities 
excepting agricultural and horticultural 
commodities sold by the producers. Bullion 
and species, aittoii, cotton yam and cloth 
woven on handlooms also were exempt. 
Following the footsteps of Tamil Nadu, 
.several other stales adopled'a general sales 
tax during and after the second world war; 
live states levied sales tax in the 1940s 
and 13 states including union territories 


resorted to sales lax in tin." 1950s [('hcihah 
and Puroliii 1955] 

In 1940, the gciieial rate w.is lediued lo 
0.25 jier cent and the slab lalc to Rs 4 pei 
month But in 1943, the gi.'nei.il i.iie wa*- 
iiic'cased lo I pei cent on tur novel in excess 
of Rs 20.(M)0 and the sl.ib liite lo Rs X pei 
month lor dealers having luii iovei belween 
Rs l(),(HK) and Rs I5,(KK) aiiu' to Rs 12 per 
month tor dealers showing liirnovei in the 
laiige of Rs 15.(KK) to Rs 20,000 pci annum 
In 1948, when prohibition was extended to 
the whole state involving a loss ol levcnue 
of Rs 17 erore, the sales lax tales ivcie liii (her 
rcviscdtocompciisatedieloss ri.e slab i ales 
were abolished and the geneiai' i.ile was 
incrca.sed to 1.56 pei cent The i-xeinption 
for some of the commodities such as colion 
yarn, bullion and species and liandli >om cloth 
was wilhdiawii and they were taxed ai low 
rates ofO 25 to 0 5 pei eeni al a sing.'c point 
Also, the law was amended to pel i iiit t axalion 
of works contract |('hclliah and lAiioliit 
19551. 

In 1949, the tale ol lax on lioiei's w.is 
inciea.sed to 2.34 pci ceni on turno'«ei in 
excess ol Rs 25.000, Ihe exempli on Iro in iax 
tur cotton was withdi awn anil ii wa.ssiib)i.‘elcd 
to a lax al a single point Bciw'ei'ii 1949' and 
1953, there were only certain mi nor char iges 
but III 1954, again with a view to iiiercas ing 
the revenue, an addilioiial tax al 7.8 per ei’nt 
was charged on the first sale of supei line ai id 
line vaiielies ol cloth in the .slate. A.n 
additional lir.st poiiit lax ol I )25 per ceiii' 
was leviexl on precious s'ones. In 1956, an 
additional laxol6.25percentwasiniioduccd 
on Ihe lirsi sale ol sugai in the stale, and 
an additional lax ol 7 81 pei letil on medium 
•'loth was also levied |('helliali and Purohil 
1955], 

In 1957, in respon.se lo the l■lounl 1 ng 
pressure Ironi traders lor a change-over to 
a single-point system, a nuiiiher of 
commodities such as coflec, tea, cement, 
motorcars, rcfrigeiators, kerosene, leriili.sers 
and cane (aggery were taken out ol Ihe niiilii- 
poini scheme and taxed al a single point at 
rales varying between 3 and 6 per cent. In 
April, 1957. the goods dcclareil to be of 
special importance under section 14 ol the 
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Cc’ntral Sales Tax Acl 1956, were shifted to 
the single-point levy. The affected 
eoitinioditics were coal and coke, iron and 
steel, jute, and oilseeds. The general rate of 
the multi-point tax was incieased from 1.56 
pel teiil to 2 per cent with effect from 
August I. l957|(''helliahdndPurohit I955|. 

As the system grew complicated, the 
goveriimciit appointed P S Lokunathan in 
1957 to examine the .system ol sales tux and 
suggest metliods ol improving it On the 
basis of his repoit |Lokanalhan 1957J the 
goveiiiiiient introduced a new legislation, 
which inctirporated many of his suggestions. 
The main leatiii es ol the new legislation (i c. 
the Madras Geneial Sales Tax Act, 19.59) 
now known as Tamil Nadu General Sales 
Tax. 19 S<J n'NG.ST) were the intUHluction 
ol a single-point tax on 61 commodities and 
the revision ol the system ol appeals under 
the ,iel Further, a system ol composition 
ol l.ix was introduced in the stale lot the 
first tune 

Siihseqiienily, in 1965, the government 
invited I.A)kanathan to re-ex.imme various 
.ispects ol the sales tas svsiem |i.okan.Uhan 
1900]. Ill 1972.SPSrinivasan was appointed 
,is olficei on special duly lt> examine the 
siiiiciure and administration ol the .sales tax 
111 the state fGoverniiient ol Tamil Nadu 
1974! Again, in Novembei. 1977, a 
('’omniitlec was appointed under the 
chairmanship ol S P Kaiwar to examine the 
adminisl ran veproccduiesielaiiiigtolhe sales 
tax jGtivcrnmenl of Tamil Nadu 1979. 
riielliah and Purohit I955| 

On the basis ol the recommendations ot 
the rojKirts noted above, the list ol single- 
point I’oinmodilies registered a sieaily ri.se. 
As ol 1975, as many as 1.(9 conimodiiies 
wcie taxed at the lirsl-poim.The multi-point 
levy went up lioni 2 pei ceiuon April 1, 1959 
to 2 5 per cent (on December 1, 1965), ,5 
pel cent (on July 1. 1967),.) 5 per cent (on 
June 19. 1971) 4 per cent (on Augu.sl 15, 
1974) and to 5 per cent (on March I, I9K2) 
If'helliah and Puiohil 19551. 

As a measure ol aiigiiienting revenues, two 
new enaclmcnts were placed on the statute 
book They were, (i) The Tamil Nadu 
Additional Sales Tax Act. 1970 (AST) and 
(ii) The Tamil Nadu Sales Tax (Surcharge) 
Act. 1971. The lormcr act levierl a tax of 0.4 
to 0.7 per cent on different slabs of turnover 
exceeding Rs.) lakh. Dealers liable toil were 
specifically prohibited troin collecting the 
additional lax from customers. It came into 
lorce on April 1, 1970. Tlie rates varied from 
! 50 to .5 per cent on different slabs of 
iiirnovei ranging between Rs 10 lakh to 
Rs 10 crore. The later acl levied a surcharge 
at the late of 5 per cent on tax payable on 
all sales effected in Madras city, certain big 
towns like Maduiai, Salem, Coiinbaturc and 
Tirucliirapalli. and the suburban areas of 
Madras city. This aci was entorced in June. 


1971. The rale of the tax in Madras city till 
recently was 15 per cent. 

Sales tax on motor spirit was the first of 
the fiscal enactments introduced in 1939 by 
the then government of Madras to tax the 
sale of goods to compensate for the loss of 
revenue caused by the introduction of 
prohibition. Originally, the acl, known ns the 
Tamil Nadu Sales of Motor Spirit Taxation 
Act, 1939 (MST Act), levied the lax at a 
single point on retail sales. However, with 
effect Irom April 1, 1959, the stage of levy 
of this tax was transferred to the first sale 
in the slate. Under this acl, the tax is levied 
on items of petroleum products such as petrol. 
aviation fuel, and heavy and light diesel oil. 
These wcie initially taxed on the basis ot 
volume which caused considerable 
di fliculiies in administering the tax and made 
the lax inelastic. However, an (ul valorem 
tax was levied on the Madras Refinery at two 
rates, one tor the duty-paid goods and the 
other loi the bonded goods. The 
administration ol the acl was initially 
ciitnisicd to the exci.se department in the 
non-piohibition areas and to the police 
department in the prohibition areas The 
collection was, howevei. eilliusted to the 
revenue department. Alter the formation of 
a separate commercial taxes department in 
I94X, the administration ot this act was 
liansleired to this department From 
November 1, 1980, this levy was also brought 
under the purviewofthcTamil Nadu General 
.Sales Tax Acl 1959 (Table 3). 

In addition to the tax under the enactment 
levying sales tax on motor spirit, an additional 
lax of 5 per cent ot the lax was to be paid 
with effect Irom April 1, 1970. under the 
Tamil Nadu A.ST Act, 1970. Surcharge was 
also payable at the rate of 5 per cent of the 
basic lax on sales within the areas specified 
in the Tamil Nadu Sales Tax (Surcharge) 
Acl, 1971, with eficct from June 29, 1971. 
The MST Acl has now been merged with 
the TNGST Act and the rates are also ad 


valorem. The ASl'and the surcharge are paid 
by the MST dealers in the same way as the 
other dealers. 

The TNGST has continued in the state but 
changes have been made in the rates of tax. 
coverage of the tax, and more importantly 
in the point of levy Whereas it was basically 
a multi-point system to begin with, it slowly 
became a single-point tax: the yield of multi¬ 
point tax was one-tenth of the total revenue. 
Changes were also made both in the 
exemption limits and the scope of 
compounding. The two .separate enactments 
levying the additional sales tux and the 
surcharge were essentially apart of the above 
act but continued to be separate entities. The 
sales tax on motor spint was now being 
levied through the TNGST instead of through 
a separate enactment. 

As stated at the beginning, sales tax has 
come to occupy an important place in the 
fiscal structure of the Indian states. Its yield 
which was Rs 85 crore only in 1957-58, has 
increa.sed by leaps and bounds overthe years. 
By 1979-80, it had goneuptoR.s3.2l I crore. 
With such an increase in the yield of the lax. 
Its aggregate share in the state taxes had gone 
up from 30.64 per cent ol their own lax 
revenue m 1957-58 to 56.64 per cent in 
1979-80. Among the states, in 1957-58.Tamil 
Nadu was the only state having mure than 
40 per cent of its revenue fiom the sales 
lax; but the position has changed over the 
years. By 1979-80, six stales raised more 
than 60 per cent ol their own lax revenue 
from this lax, four states between 50 and 
60 percent, and another six .states collected 
slightly less than 50 per cent The upsurge 
in the fiscal importance of tins lax was 
icflecled in the compound growth rate ol 
the tax which was between 15 and 20 per 
cent over the years in most of the stales 
The growth rate of the other slate taxes 
was much lower than that of the sales tax 
(Purohit 1976). This increa.sed the relative 
fi.scal importance ot the tax. 


Tabi r 1: Trlnd.s in T.ix RrvrNiiF in Inoia 


Yc:ir 

Personal Corpo- 
liicoiiie ration 
Tax Tax 

Customs 

Duty 

Union 

Excise 

Duty 

Total 

Central 

Taxes 

Sales 

Tax 

State 

Excise 

Vehicles Total 
Taxes Slate 
Taxes 

Grand 

Total 

1980-31 

1440 

1377 

3409 

65(K) 

13179 

3853 

838 

699 

6665 

19844 


(7 26) 

(6.94) 

(17 18) 

(.32 76) 

(66.41) 

(19.42) 

(4.22) 

(3.52) 

(3.3..59) 

(100) 

198.5-86 

2511 

2865 

9526 

12956 

28670 

8.392 

2071 

771 

14.597 

43267 


(5 80) 

(6 62) 

(22 02) 

(29.94) 

(66.26) 

(19 40) 

(4.79) 

(1.78) 

(33.74) 

(100) 

1990-91 

5..77 

.5.).3.5 

20644 

24514 

57576 

17460 

4798 

2597 

30145 

87721 


(6 1 

(6.08) 

(23.53) 

(27.9.5) 

(65.64) 

(19 90) 

(5.47) 

(2.96) 

(34 36) 

(100) 

1991-92 

6731 

7853 

22256 

28110 

67361 

20682 

5467 

2977 

.35837 103198 


(6 .54) 

(7.61) 

(21..57) 

(27.24) 

(65.27) 

(20.04) 

(5.30) 

(2.88) 

(34 73) 

(l(X)) 

1992 9.5 

8300 

9200 

25.500 

.32500 

78782 

22835 

5952 

3462 

401.35 118917 


(6.98) 

(7 74) 

(21.44) 

(27..3.3) 

(66.25) 

(19 20) 

(5.01) 

(2.91) 

(33.7.5) 

(100) 

199.5 94 

9.5(M) 

10.500 

2t727 

34292 

85408 

26186 

6925 

4051 

46397 1.31805 


(7 21) 

(7.97) 

(21.04) 

(26.02) 

(64.80) 

(19.87) 

(5.25) 

(3.07) 

(35.20) 

(100) 


Note Figures in parenthesis indicate percentage to the total. 

Source: Coiiunodilv Taxes m India - Directions JorRefomts by Mahe.sh C Purohit and V K Purohit 
(1995). p 4 
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In Tumil Nadu, the growth of the sales tax 
has been comparable to that in any other 
advanced state in the country. Its receipts in 
the state have increased from Rs 19.12 crore 
in 1960-61 toR.s81.8Scrorein 1970-71 and 
to Rs 325.06 crore in 1979-80. The lax is 
currently netting Rs 4,{K)0 crore (Table 3). 
Alongside the growth in absolute terms, the 
relative importance of the tax al.so incrciLscd 
over the years. The contribution of the sales 
tax to state’s own tax revenue has increased 
from 45.7 per cent in 1960-61 to 66.8 per 
centin 1979-80, with a rate of growth of 16.8 
per cent per annum. During the same period, 
the growth ol the tax revenue excluding sales 
tax was around 10 10 per cent per annum. 
These percentages demonstrate the growing 
importanceof sales lax revenue in comparison 
with other sources of tax revcntieof the state. 

The trend of the share of dilferent taxes 
in the total tax revenue (Table 2) indicates 
that in 1990-91. i e. just pnor to the beginning 
of the ictoims the revenue from customs 
duty as a peicentagc of the total revenue ol 
the centre accounted lor 36 per cent, union 
excise 43 per cent and personal and 
corporation income taxes taken together 
accounted for 18 per cent. Sales tax as a 
peicciiiage of the .stales' own tax levenue 
accounied toi .58 per cent, state excise 1.5 
[lei ceiil .iiid veliicleiaxestmotor vehicletax, 
passeiigei and goods taxes taken together) 
accounied foi 8 pei cent There has been a 
slight change in the tiend after the reforms 
and in 1993-94 ihc share of income tax at 
the ceiuie increased to II 12 per cent and 
ol llic Coiporation Tax to 12 29 pel cent, 
taking the total of the tvro taxes to 23.24 per 
lent The share of commodity taxes has 
correspondingly declined The contribution 
ol the stale taxes, liowcvci, remains 
unchanged IPurohit and Puiohit 199.5J It 
should be noted that the economic retorms 
were undertaken by the centre and Ihc 
stales hardly had any rtde lo play in Ihc 
process 

SnoTioKi- Ol- .Sai.is TaxiiS in Tamii Nadu 

The cxi.sting structure of .sales taxes in the 
stale is governed mainly by the Tamil Nadu 
General Sales Tax Act, 19.59 (TNGST). 
Initially, this act provided for a multi-point 
levy only. But it has undergone several 
changes over the years, and till recently, a 
large number ol commodities were subjected 
to a single-poinl lax, most of which are taxed 
at the first-point and a few select at the lasl- 
poinl. Only the residuary category of goods 
(ie, the commodities not ciscwhereclassified) 
were being taxed at all (he points. The 
decliningimportanceof the multi-point ginxls 
in the sales tax structure of the state can be 
appreciated from the fact (hat the share of 
revenue from the multi-point goods declined 
from about 60 per cent in 1959 -60 to 24 per 


cent in 1972-73 and to a small paiportion 
-12 per cent only - by 1979-80. Subsequent 
developments in this respect have been 
covered in detail in Section 11 

In addition to the General Sales Tax (G.ST). 
as alrctuly suited earliei. the existingslructurc 
provides al.so for the levy ol an Additional 
Sales Tax (A.ST) under the Tamil Nadu 
Additional Sales Tax Act. 1970. The A.ST 
IS levied at varying rates on taxable iiiinover 
of Rs 3 lakh and above computed uiidei 
TNGST Act, 1959. It is important lo note 
here that the AST is levied on the dealers, 
but they are nut permitted to 'shill' it on to 
Ihc consumers. A.ST has undergone several 
changes over a period of time which have 
been dealt with in .Section 111 

In addition to the AST, a surcharge was 
levied with effect from June 1. 1971, under 
the Tamil Nadu Sales Tax (Surcharge) Act, 

1971. It was levietl at the rate of 15 per cent 
of the (ax payable on all sales cttecicd in 
Madras city and its suburban areas, and al 
5 per cent of the lax in Madurai, Salem, 
Coimbatore and Tiruchirapalli. 

An analysis ol the trend of revenue from 
the AST and the surcharge shows that the 
yield Irom the latter has increased in almost 
the same propoiiion as the GST, it has 
maintained its share in the G.ST al aiouiid 

3 percent The share ol the A.ST has, however, 
suhstanliially increased ovei the years. 
Whereas this share was 3.9 per cent only in 
1972-73. It increased lo 10.15 per cent by 
the year 1979-80 and to 14.5 per cent by 
1995-96 

Along with the gradual .switching ovei to 
a single-point tax, progiession was nitniduced 
in the sales tax systemof Tamil Nadu through 
variations in rates; instead of a single rate, 
diflerent rates were adopted for necessities 
and luxuries. Thus, like other slates, Tamil 
Nadu too started taxing luxuries at a higher 
rale than those applied to necessities and 
common f(X)darticles. Thus, goods generally 
bought by the allluent sections were taxed 
at higher rates. Ot course, there is a special 
trealment of,declared goods, they were 
taxed al one point al a rate noi exceeding 

4 per cent. 


A (terusal ol the rales of tax on dillcieni 
commodities as m 1981-82 would show th.ii 
in general, cereals weie exempted but ceical 
products like aita, inaida, and su)i wei c t.iscJ 
al the lale ol 2 pci cci.t Piil.ses vvcie laved 
at the rate ot 4 per cent. Other food iiems 
such as Iriiits and vegelaliles, mc.ii. tisli and 
eggs, which aie perishable, were exempted 
Also certain ikmsol d.iilv use like s,ili weie 
exempted Other IihhI iienis such as pulses, 
edible oil. vanaspati ghee, lea leal aiulcollec 
powder weic taxed al rates ranging between 
4 and 8 per cent, single-point (oi 3 .ind 5 
per cent, niulti-poini) A huge luimbei ol 
consumei goods ranging horn st.itiimeiy 
gowls, keioseiie. cinikiiig gas. toilet .uncles, 
medicines ami looiweai were taxed at 6-8 
per cent, single-point (or 5 pel icni, multi- 
point) Also, taxed al these talcs weicsevei.il 
consumei durables such as articles m.ide ol 
gold, silvei, or ivory, v.mily purses, suitcases, 
stoves, incandescent lamps and lanteins. 
vacuum H.isks, plastic goods, loiks ,uid 
musical instiiimetils. A lew consumei 
durables were t.ixed al a vciy low i.iic since 
the market forces did not pei mil .i highei i ate 
of tax. The commodiiics iailing in (Ins 
category weie cycle and its .icccssmies (3 
pci cent),and moioi i ais(7 pet cent 11('licihah 
and Purohil 1955} 

Luxury goods, in general, weie taxed ,il 
rates ranging trom lOlo 15 pei cent llowevei, 
some ol the Hems weie taxed al lowei lales 
for spccl.il treatment fhese included high 
value articles such as gold and silvct, .ind 
coins ol gold and silver i5 pei cent nuilli- 
pomt), bullion and specie (2 pci i cut). articles 
made ol gold, silvci oi ivory (5 (ici cent 
multi point). Al.so goods lhal wcie widely 
consumed by the niiddic-mcome group weie 
taxed at a lowci late 'The.se included .sewing 
machines (5 per cent). v,unum Husks, lock 
and key and Icalhei goods (8 pet cent). Raw 
matciials and otliei inpui.s weie t.ixed at 
fail ly low rates while mat hinery w.is taxed at 
6 pel cunt. I.iibricants and olhei aids in 
production cxi hiding luel items weie taxed 
at 8 per cent. Among luci items except loi 
aviation spitit il pei ceni), motor spiiit and 
crude oil (H percent), .ill othei items ii.ciiid- 


Iabii 2 .SiiAHi Ol iJimw-Ni Iaxis 

iWs III I lore) 

Year Taxes ol the (Vniii I axes ol die Stales 


(Per Cent l o the Tot al)__ _(Pe r cent to the Total) 



Personal 

Income 

Tax 

Corpn 

Tax 

C'usloius 

Duly 

Union 

f-.xtise 

lulal 
Cenlial 
T axes 

Sales 

Tax 

Stale 

lixcise 

Velllt les 
T axes 

Total 
Stale 
7 axes 

1980 81 

10.93 

10.45 

25 87 

49 12 

’“r 1179 


12 57 

10 4''/ 

6665 

1985-86 

8 7(1 

9 99 

33 23 

4,5 19 

28670 

57 49 

14.19 

5 28 

14597 

1990-91 

9..34 

9.27 

35 86 

42.58 

57576 

57 92 

15 92 

8 62 

.30145 

1991-92 

9.99 

11.66 

33.04 

41 73 

67361 

57 71 

15 26 

8.31 

35837 

1992-93 

10.54 

11.68 

32 37 

41.25 

78782 

56 90 

14.83 

8 63 

40135 

1993-94 

11.12 

12.29 

32 46 

40 15 

85408 

56 44 

14 93 

8.73 

46397 


Source. Comnwdilv Tuxe.i in India - Uirei lion\for Reforim by Mahcsli C Purolut and V K Purnlut 
(I99.5),p'5. 
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ing petrol were being taxed at the rate of 
11 per cent. 

The rates of sales tax as in 1981-82 on 
most commodities were comparable among 
the neighbouring states of Kerala, Karnataka, 
Andhra Pradesh and Orissa. However, the 
rates in the union territory of Pondicherry 
were relatively low and continue to be low 
even today. TTic territory being very small, 
and having no industrial activity of any 
con.scquence, the effect of the low level of 
duties i n that territory on t he trade and industry 
in Tamil Nadu cannot be very significant. 
Hence, unless otherwise necessary in special 
cases, the rates ol lax should be compared 
in the neighbouring states leaving out the 
union territory of Pondicherry. Besides, this 
companson was with reference to the statutory 
rates prevailing in thc.se states; in making the 
comparison account was not taken of 
surcharges and the additional sales taxes 
levied in them, Heic, it is important lo note 
that the rates of the AST were al most uni form 
in these states and the surcharge couid not 
he c.stimatcd without reference to its base. 
The comparative picture of the statutory 
rates would thus rematn valid even if the 
AST and the surcharge was not considered 
together. 

As far as loodgrains were conccincd. the 
rates prevailing in the neighbouring states 
were high as compared lo the rates til Tamil 
Nadu. All cereals including paddy were 
exempt in 'I'ainil Nadu and alta.inaida, siiji, 
etc., weic taxed at the rate of 2 per cent. In 
othei states, the rates were in the 
neighhouihood of 4 pc cent in most cases. 
The ratc.s of other food articles were more 
or less comparable with lho.se inTumil Nadu. 
The rate ol lax on edible oils (mu.stard oil, 
rape .seed oil, groundnut oil) was 4 per cent 
in Tamil Nadu and Orissa and they were 
taxed at 3 per cent iti Karnataka. .3 to 6.5 
per cent in Andhra Pradesh and 8 per cent 
in Kerala, file rates of perishable food articles 
such as fish, meat, eggs, fresh fruits and 
vegetables, curd, lassi, and butlcr-milk were 
all similarto those in the neighbouring .states. 
However, vanaspati ghee and pure ghee were 
taxed at higher rates but tea leaf and cotfcc- 
powder were taxed al relatively low rates. 
The lax rates on books, stationery articles 
and toilet articles were, in general, similar 
tothoseintheneighbouringstates. Howcvc^ 
domestic fuel items and match boxes were 
taxed at lower rates in Tamil Nadu but 
medicines were taxed at higher rates and 
lootwear at a lower rale. Prom among 
consumer durables, cycles and accessories 
were exempted in Karnataka but taxed al 3 
per cent in Tamil Nadu and 6 per cent in 
Kerala and Andhra Pradesh. The rales of lax 
on consumer durables including gold and 
silver were normally similar to those 
prevailing in Karnataka but were higher than 
in Kerala and Andhra Pradesh. Items such 


as tabulating and calculating machines, heavy 
motor vehicles,binoculars, cinematographic 
equipment, sound transmitting equipment, 
wireless reception instruments and 
refrigerators were taxed at 15 per cent in 
Tamil Nadu. Karnataka and Kerala and at 
12 per cent in Andhra Pradesh. Lifts were 
taxed at higher rates in Tamil Nadu and 
Karnataka (15 per cent) but at lower rates 
in Andhra Pradesh (12 per cent) and Kerala 
(10 per cent). Similarly, door and wall tiles, 
sanitary goods and fittings wee taxed at 
higher rates in Tamil Nadu and Kerala (15 
per cent) followed by Karnataka (12 per 
cent) and Andhra Pradesh (4 o per cent) 
Arms were, however, taxed lugher in Ketala 
(20 per cent) than ini'amil Nadu. Karnataka 
(! 5 per cent) and Andhra Pradesh (12 per 
cent). 

P'ucl items, normally referred to as the 
MST items were taxed at low rates in Tamil 
Nadu (II per cent) and Andhra Pradesh 


(10-12 |ier cent) as comparctl lo Kerala (IS- 
20 per cent), and Karnataka (12,5 per cent) 
However, the rates on all othei items m 
Tamil Nadu werconthc highci sule |('helli.ih 
and Puiohit 19551 

The comparative analysis of lates ot s.iles 
tax as in I9KI-K2 in Tamil Nadu and the 
neighbouring states piesented above shows 
thatthciatesol sales tax on most coinmixiilies 
were similar lo those picvailing in othei 
.states However, the rates on toodgrains. 
domestic as well as othei tiiel items, and 
foi'iwear were highci in the neighbotiting 
slates and the rates on medicines and 
consumer durables weie similar to those in 
Karnataka and Keiala hut high us compared 
to those in Amlltra Prailesh 

In Tamil Nadu, tlieic w.is no concessional 
tieatment loi raw mateiials and othei 
inputs in general Only the components 
used by manulactiira's were bi'tng taxed at 
the concessional rate ol 4 per cent This 


Tabif.I RrvkNi'M-RoM Sai r.s Taxi-mn Tsmii Nahc i I9(i0-(>l lo l‘>w>.V7) 



Tamil Nadii 

('eniral 

Motor 

I'oUll 

Slate’s 

Slate's 

Year 

General 
.Sales Tax 

Sales Tax 

.Spirit Tax 

Sales 1 av 
Revenue 

Own Tax 
Revenue Net 
ol Sale.s Tax 

Own T.ix 
Keveniie 
(4 1 5) 


(1) 

(2) 

(3) 

(4) 

(5) 

((») 

1960 61 

14 29 

2 28 

2 55 

19 12 

22 74 

41 86 

1961-62 

1581 

2 68 

2 77 

21 26 

25 97 

47 .■> 3 

1962 63 

18 79 

3 II 

2 90 

24 80 

31 72 

58 52 

1963-64 

20 09 

4 85 

2 08 

27 02 

42 4.' 

7)9 44 

1964-6.5 

25,66 

6.31 

3 33 

35 to 

13 14 

78 4 1 

1965-66 

29 95 

7 15 

3.85 

40.95 

51 67 

92 62. 

1966-67 

42 05 

1 93 

4 79 

48 77 

19 06 

9 7 8 3 

1967-68 

41 18 

10 16 

5 14 

56 48 

(it M 

119 SI 

1968-69 

45 22 

10.36 

5 54 

61 12 

66 88 

128 00 

1969 70 

52 91 

12 39 

6 85 

72 15 

60 17 

1 t2 ^7 

1970-71 

61 05 

13 79 

7 01 

81 85 

6 7 00 

1 18 85 

1971-72 

73 46 

15 82 

9 69 

98 97 

9.' 56 

191 53 

1972-73 

8591 

18 11 

10 00 

114 02 

1 14 63 

228 7.5 

1973-74 

98 08 

20 82 

1 3.35 

1.32 25 

140 87 

273 1 2 

1974-75 

140 44 

28.87 

18,57 

190 75 

1 14 93 

305 68 

1975-76 

1.55.94 

33 27 

19 72 

211 27 

107 8 t 

319 10 , 

1976-77 

165 06 

42 42 

21 86 

2.30 55 

1 1 5 80 

346 .35 

1977-78 

176.80 

42 90 

22 16 

24 3 04 

118 37 

361 II 

1978-79 

217 36 

49 84 

26 32 

294 18 

153 21 

447 39 

1979-80 

234 12 

6? 45 

28 20 

325 06 

161 3(' 

487. 36 

1980-81 

342 64 

85 .59 

28 65 

456 88 

18223 

7.39 11 

1981-82 

•446.22 

95 47 

1 90 

.543 S9 

298 ^ 1 

842 ''() 

1982-83 

552.18 

101 59 

0 05 

65 3 82 

357 71 

17)1 1 53 

1983-84 

583.17 

1 IK 35 


701 52 

•14 1 7.’ 

1145 24 

1984-85 

693 34 

1 30 76 


824 10 

473 43 

129 7 57 

1985-86 

845.28 

146 97 


992 48 

555 05 

|5.|7 5 3 

1986-87 

9.35 55 

165 72 

3 79 

1 105 06 

()52 00 

17.57 07. 

1987-88 

1057 27 

185 16 


1242 45 

519 51 

177.1 96 

1988-89 

1201 75 

212 59 


1414 36 

579 87 

1994 23 

1989-90 

1419 02 

235 94 


1654 98 

835 03 

2489 01 

190().91 

141902 

235.94 


1654 98 

835 03 

2489 01 

1991-92 

2112 60 

329 26 


2441 87 

1292 24 

3734 11 

1992-93 

2384 70 

358 41 


274 3 12 

141894 

1162 06 

1993 94 

2758 07 

441 .35 


3209 99 

1591 18 

4801 37 

1994-95 

3200 00 

445.85 


3645 85 

1604 00 

5249 85 

1995-96 

(RE) 

3532 00 

468 00 


4000 00 

17)94 35 

5694 35 

1996-97 

(BE) 

3532.00 

468.00 


4()(M> 00 

1694 .35 

5694.35 


Source: Tamil Nadu Government, Budget Docuincnis 
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L'onccssion was permitted (under section 
((3) of till' TNGST) only it both the 
component parts and the manufactured 
products in which they were to be used, fell 
under the Firsi Schedule of the TNGST, i 
e, it both were goods taxable at the tir.sl- 
pomi There was the lurlhcr constraint that 
the components■ had to he physically 
idcniiliabic parts ol the manulacUired 
goods; the inputs and raw materials which 
wcietiol soidenlilinhie were not exempted 
under this section. 

With a view to leducing the adverse effects 
of the tax on raw materials excepting 
components, the stale government, as a lirst 
measure, introduced with elleet from 
September .S, 1980, a new .section 3(4), 
empowering it to notify some commodities 
lo be laxcd at the concessional rate ol 4 pei 
cent. Till recently sale of niw materials and 
component parts specified in Schcdulc-I, 
meant lo be u.sed by the buying dealer m the 
manulacUireof goods (specified in Ihe. same 
schedule) was laxtible al the concessional 
r.itc of ) per cent, on luriiishmglhe rct|uisitc 
declaration in the prescribed form. II the raw 
materials and component ptirls so purchased 
were not consumed in the manufacture and 
sold as such the dealer purchasing Ihe goods 
in respect ol which he had lurnished 
dccl.iialion should pay llic ditleieiicc ol tax 
payable on the turnover relating to sale ol 
such goods al the prescribed rale, ol t per 
cent. Over a period of lime though the rate 
wasrcduceillo ) per cent, the actual incidence 
ol input lax became .‘i.fi per cent due lo the 
cumulative cfleci of surchaige. additional 
surcharge and AST. This issue has been tlealt 
with III Sections II and III. 

As III other states, in Tamil Nadu too, 
exemptions were granted lor a variety of 
reasons First, certain food items weie 
exempted, pri mari ly on equity considerations. 
Such cxciiiptions included common salt, 
khandsaii sugar, paddy, rice, cholam. 
chambu, ragi, thinai, varagsamai, kudiravali. 
lice products, millets and its products, water 
and milk. There were exemptions given for 
fresh fruits and scgetables. and meat, fish 
and eggs. Such exemptions were given partly 
because these arc perishable food items and 
paitly because there were in.surmount.ihle 
difficulties in the administration of any tax 
on these commodities. 

Second, certain non-food items were 
exempted to encourage their consumption 
by the poorer sections of society. Also, 
production of such items was encouraged 
through exemptions to achieve certain social 
objeclivcs The following exemptions tell 
uiulerthiscategory. Reading books including 
text books; students’ note books; writing 
pencils; slates and slate pencils; educational 
films and film ships; electrical hearing aids; 
diagnostic X-ray photos; junnadi goods; 
honey and bee wax; korai grass; coconuts 


and coconut husk; bangles (not of metals); 
lire wood; hay, green grass, rice bran, wheat 
bran, husk, dust of pul.scs and grams; jaggery 
and gur; hurricane lights; non-pressuie 
kerosene stoves; lawrel oil; bandage cloth 
and gauxe; and condoms. 

Third, the exemptions were granted on an 
institutional basis. This included exemption 
to goods sold to, or by, particular social (and 
cconoinic) institutions. These were 
intended to encourage certain types ol 
activities (tor example, hand made 
matches) or certain organisations (tor 
example, sale of the products of the basket¬ 
making industry). Exemptions of such kind 
granted in Tamil Nadu were of the 
following kinds; 

(I) .Sales by schools, colleges, and the depart¬ 
ment of the legimental canteens and hostels; 

(II ) Sales ol drugs and .scientific equipment 
III governmeni hospitals and public health 
centres; 

(III ) Goods pioduced by cerium grama sevak 
sanghs and village handicralts industries; 

(IV) Products of re.se;irch and I ruining centres, 

(V) Sales by co-operative societies; 

(VI) .Articles sold al service and welfare 
insiilutions; 

(VII) Sales by rehabilitation iiiduslnes and 
centres. 

tviii) Sales in between coiporations and 
boards; 

(ix) Articles for government use; 

(X) Stationery articles sold to educational 
institutions. 

Fourth, there were certain exemptions 
granted in order lo fulfil obligations arising 
hoin inter-state or international agreements 
Such exemptions in Tamil Nadu were: Sales 
made to the Deputy High Commissioner for 
Ihe 

(I) United Kingdom in India, (2) High 
Commissioner for Ceylon in Madras, (3) 
Assistant High Commi.ssioner for Malaysia 
in Madras; Sales made to World Health 
(Jrganisation and the United Nations Offices 
and agencies m India, Medical stores and 
equipment for AIIMS, New Delhi; UNICEF 
greeting cards and calendars; and Sales to 
the Royal Family of Hhutan and other 
government agencies and rcpicscntativcs 
concerned. 

lufth, certain agricultural inputs including 
producer goods used in agriculture were also 
exempted. In this category, Tamil Nadu had 
granted exemption from .sales lax to the 
following go Js: Sheep, goats, cows, bulls, 
bulltK-ks, pigs and .such animals; pnmitivc 
agricultural implements; sales of bacterial 
culture and bactericides for agricultural 
purposes; coconut thatches, screwpinc fibre 
and broomstick. 

Finally, exemptions were granted lo the 
commodities separately taxed underdifferent 
statutes. These included tobacco, sugar, 
cotton, fabrics, rayon or artificial silk fabrics 


and woollen fabrics as defined in the 
Additional DutiesofExcisefGtHxLsof Special 
Importance) Act, 1957 [ChclIiahandPurohit 
19551. 

To sum up, during the period 1950-80 the 
sales tax regime in Tamil Nadu slowly but 
steadily migrated towards a single-point 
system; most of the revenue was derived 
from the first-point sales lax. The lax was 
collected from the dealers in thc,torm of a 
general sales tax, an additional sales tux and 
a surcharge. The additional sales tax was not 
allowed to be shifted on to the consumers. 
The total of the three tuxes made up Ihe .stiles 
tax system in the state during 1979-80. 

The general level of rates ol sales tax 
(excluding the AST and the surcharge) in the 
state was compurablc to that ol Karnataka 
but It was higher than in Kerala ami Andhra 
Pradesh. Besides, there was a problem ol 
multiplicity of rates. Iiitill, there wcic 15 rate 
categories. The concessional treatment to 
raw materials wa."- limited to a few notified 
ttems. but components in general were given 
such a treatment Finally, there were a large 
number of noiilications giving innumerable 
exemptions of a varied nature. 

The following facts may be kept in view 
while studying the various changes broughi 
in sales t.ax icgiiiic by dille.iciit budgets 
picscnied duiing the relcvcnl liiiie periods 

19351947 (Biitish Rule), 1947-1907 
(Congi css government), 1967- l97(i(Dravula 
Munnetra Kaxhagam (DMK) government). 
1976-1977 (President’s Rule), 1977-1987 
(All India Anna Dravida Munnetia 
Ka/.hagam) (AIAllMK) government, 1988- 
1989( President’s Rule). 1089-1991 (Diavida 
Munnetra Ka/.hagam (DMK) goveinmeni). 
1991-1996 (All India Anna Dravida 
Munnetra Ka/hagam tAlADMK) 
government), 1996(May)(DravidaMuiinctr.. 
Ka/hagam (DMK) government). 

II 

Developments during 1980-1995 

(I) Budget I9B0-HI 

The budget 1980-81 met the longstanding 
plea of the trading community that the multi - 
point tax should he converted into a single- 
point tax, by convening the 4 percent multi¬ 
point sales tax levied on .several commodities 
like locks, combs, stationery anicles, pens, 
ballpoint pens, refills, galvanised ironbox, 
asafoctida, camphor, candles and notebooks 
into a singlc-|xunt tax. .Since the.se anicles 
underwent at least one sale before finally 
being sold to the consumers, the rate of 
single-point sales lax was fixed at 8 per cent. 
In order to reduce the burden on traders in 
the maintenance of accounts, items of low 
revenue yield were completely exempted 
from sales tax. Items used by common man 
like lemon grass oil. lawrel oil manufactured 
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by cottage industry, hurricane-lamps and 
non-pressure kerosene stoves were exempted 
from sales tax in the budget. 

Further, sales tax on sales of bicycles 
outside the state was reduced from 4 per cent 
to I per cent in order to reduce the dilTicultics 
in the sales of cycles manufactured and sold 
to other states. Further, the tax on sales ol 
component parts of cycles outside the state 
were reduced from 4 per cent to 1 per cent. 
The local sales tax on cycles and cum(K>ncnt 
parts of cycles was also reduced from 6 per 
cent to 3 per cent. 

(ii) Budget I9HI-H2 

Since sales tax of per cent on petrol 
was the lowest compared to other stales 
like Andhra (11 per cent), Kerala (15 per 
cent) and Karnataka (12.5 per cent), the 
stale budget l‘)81-K2 increased ii to II 
per cent. In the case of diesel also, which 
was lower than those in some othei states 
like Andhra Pradesh (10 percent), Kerala 
(20 per cent) and Karnataka (16 per cent), 
the rate of sales tax was increased from 
0 per cent to 11 per cent 

In iirdcr to cncouiagc industries within the 
slate, the (jcnerai Sales Tax on the supply 
ol goods to central government. Railways 
and the state government wxs reduced to the 
Central SalesTax level of 4 per cent, wherever 
the prevailing rales were highei. This was 
intended to make the local industries more 
compciittve in lenders as against bids truin 
parties outside the state as the 4 per cent tax 
would be on par with the Central .Sales Tax 
Idle of 4 pel cent. The budget lor 1981-82 
also reduced the single-point tax of 8 per cent 
to 4 per cent on lay Oat tubes, films, sheets, 
cans, blow moulded containers including 
caps and closures made of polythene, poly¬ 
propylene and poly vinyl chloride. 

Recognising the tact that ruhberi.scd coir 
was subject to a higher level of sales tax in 
Tamil Nadu than obtaining in the 
neighbouring states, the tax on this item was 
reduced from 4 pc cent to 2 percent. Further, 
to help the small ncw.spapers withacirculation 
of 15,000 and below, the 8 per cent sales 
tax at multi-point was reduced to 4 per cent. 
.Sales of appalam (pappad), vermicelli and 
bakery products without a brand name or 
with brand name not registered under the 
Trade and Merchandise Marks Act, 1958 
wete exempted completely from the multi¬ 
point sales tax. 

(iii) Budget m2-H3 

During this year, the government 
announced a major scheme to provide one 
nutritious meal a day to all the poor children 
in the age group of 2 lo 10 at an estimated 
cost of Rs 100 crore per annum. In order to 
mobli.se resources to implement this scheme 


the government introduced the following 
changes in the tax stnicture: 

(1) A singlc-|X)ini sales tax of 5 per cent was 
levied on handloom silk fabrics used mainly 
by the affluent sections of society. 

(2) The then prevailing rate of 9 per cent ol 
sales tax on electneal good.s fulling under 
Item 41 and the electrical instruincnis. 
apparatus and appliances fulling under item 
4I{A) ot the Tamil Nadu General Sales Tax 
Act was increased lo 10 per cent. 

(3) The rale of sales tax on imported lorcign 
liquor and Indian made lorcign liquor was 
increased Irom 25 per cent to 50 per cent. 

(4) .Sales lax on parts and accessoncs ol 
motor vehicles was raised to 5 pei ccni 

(5) The then prevailing multi-pomi s.iles lax 
o! 4 per cent was increased to 5 per cent 
(b) Sales tax on lyics and lubes used loi 
motor vehicles was raised from 10 per cent 
to 12 per cent. 

(7) Sales lux on hi.scuits, chocolates, loflecs 
and conlectioncry sold undei a brand name 
registered under the Trade and Merchandise 
Marks Act was raised lo 10 per cent lioni 
8 per cent. 

(8) .Sales lax on machinery operated by powei 
was increa.scd from 8 per jciil to 10 per cent 

(9) The rate of sales lax ol 10 per cent on 
cenieni was increased to 12 per cent. 

(10) The cotton yam and blended cotton yai n 
sold for use in powcriooms in the loim ol 
cones was subject to a tax ot 4 per cent as 
against the then prevailing rate of 3 per cent. 

(iv) Budget I9H3-H4 

The budget for 1983-84 resorted lo certain 
fresh and additional tax measures to bring 
down the huge gap between the revenue 
receipts and cxpcndituic. 

(1) A lax of 2 per cent ad valorem was 
levied on the entry of 13 items ol powls 
mentioned below lor use. coiisumplion or 
sale in the municipal corporations and in the 
.selection grade municipalities in the slate. 
As this tax was already in force in many 
states in the country, it was hoped that it 
would not cau.se any inconvenience to the 
traders as the levy would be on the basis ol 
returns and not by collection at the ciiliy 
point. The items which came under the levy 
of entry tax were' (I) sugar, (2) Icxiiles, (3) 
tobacco and its products. (4) cement, |5) 
petroleum products. (6) vanaspaihi. (7)drugs 
and medicines, (8) paper and cardboards, (9) 
iron and steel, (10) coal and coke mcluilmg 
Leco.( 11 )clcctricul gotxls, (12) automobiles, 
and (13) ores. 

(2) Thc rateof sales tax on the sale ol motor 
cars and light diesel vehicles wasraisc-d Irom 
7 per cent to 9 per cent and 11) per cent lo 
12 percent respecti vely, as the then pro vai I i ng 
rale, was comparatively lowei than that 
applicable in all the neighbouring stales 
except Pondicherry. 


tv) Budget I9S4-S> 

In view ol Ihe rcpic.sciii.ilions leccivcd 
from various sections ol society in regard 
to the levy of entry lax introduced in ihc 
previous year, goveiiiuienl constitiilcd a 
commiliec loexplorc Ihe possible .ilieniativos 
which could be iinplemontcJ without 
advci scly al led I ng the iiilei est s ol I he 1 1 .idiiig 
coinnuimiy and the public in gciicial The 
tion-olficial meiiilx-rs ol ilic coinmiilcc had 
suggested tli.il instead ol an ciiiiy tax. 
additional sales lax inighi be i aiscd lo gciiciatc 
rcsouucs. The ioinmillec loll dial whcicsei 
there was a .subsianiial dillcicncc helween 
the pievailing rales ol sales tax in I'ainil 
Nadu and in Ihc neighbouring stales ilietc 
was scope lo rai.se llic slate taxes in older 
to mobilise addilioii.il icsouiccs In view 
ol the laet that incieascd r.iicol .iddilion.il 
taxes pioposed weie lo be levied only 
when taxable liii novel exceeded Ks ' lakh 
It was Icll that ii would not he loo niui.li 
ol a buiden on the trading coiiimunily and 
lhai bill den need nol be passed on lo ihe 
consumers The lollowingincasuicsweic. 
ihcreloie, inirodiiccil' 

Thcialcol .iddilion.il .ales lax w.is i.iiseil 
as tollows (1) b'oi a lax.ible liiiiiover 
exceeding R;. 3 lakh lo ks 5 lakh lioiii I) 4 
to 0.5 per eeiil (2) l-oi a taxable liiiiiovei 
exceeding Rs 5 lakh to Rs 7 l.ikli O.i pei 
cenlloO 7pei.‘cnl 11) bor a lax.ible lurnovci 
exceeding Rs 7 lakh lo Rs Id lakh lioin 0.(i 
per cent to I per cetil. (4| bor a lax.ible 
turnover exceeding Rs 10 lakh lioin 0 7 per 
cent lo 1.25 iierceiii As ihe initeases weie 
proporlionalc lo the si/e ol Ihe taxable 
lurnovcni was lelllliai iheaddilioiial burden 
onthcli.idiiigcomiiuiniiy might nol he high 
These measures weie expected to geiietale 
an income ol R-. 20.25 cioic 

Recognising the lai i ili.il die existing i.iies 
ol sales I.1X in die slate weie nol more Ilian 
those ol neighhouiing stales ol Karnaluka, 
Atidhr.iPrailesh and Kerala, il w.is propo.scd 

Tabi I. A 
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8 
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10 
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6 
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to incrciisc the latc ol sales tax in respect 
of the following coiiimoclitics, mainly 
petroleum products as indicated: 

(1) Petrol from 11 per cent to 14 per cent. 

(2) Asiation I'urhan oil from 7 per cent to 

10 percent; (3) High Speed Diesel oil from 

11 pel cent to 14 per cent; (4) I.ight Diesel 
oil from II per cent to 14 per cent; 

(5) Lubricating oils. Quenching oils and 
Creases from 8 per cent to 10 per cent; and 

(6) Mineral oils from 8 per cent to 10 per 
cent 

It was also decided to incieasc the rate ol 
sales tax to 4 per cent for cotton yarn with 
the exception of cone yam and hosiery yarn. 
This measure was expected to yield Rs .3 
crorc. A bill was al.so introduced tri levy sales 
tax on transactions of hire purchase, works 
conti'iict, and leases to make use of the powers 
devol ved on the .states by the 46lh Amendment 
ol the Constitution of India Another bill was 
introduced to makellieiateol tax foi packing 
materinls and packing charge*- the same as 
that of the product. 

'I'he additional resources mobilisation 
was expected to yield Rs 51.25 crorc. It 
was also decided to extend the following 
concessions: 

(1) Exemption fiom levying multi-point 
sales tax to dealers with a total turnovei ot 
Rs I lakh as against the prevailing limit of 
Rs ‘iO.dOO. It was expected to benefit about 
20.()(M) traders and the loss ol revenue to 
goveini'ient was Rs 1 crore 

(2) The limit of turnovei tor making it 
obligatory to register under the General Sales 
Tax Act was proposed to be raised liom a 
total turnover ol Rs 30,l)()t) to Rs .“iO.OtK). 

(3) It was decided to extend the 
concessional rate of 4 per cent in rcs|iect of 
intei-stale sale to hand-made toys and art 
products 

(4) It w.is al-so decided to levy a single- 
point tax ol 5 per cent as against the then 
prevailing multi-point tax of .‘5 per cent on 
poultry leed and compound cattle feed. The 
loss ol tevenue in this regaid was to the 
extent of Rs 25 lakh. 

(."t) The budget .ilso reduced the sales tax 
on the heavy automobile chasses from 9 per 
cent to h per cent to prevent consignment 
sal's on account of rcduclion in these rates 
in the ad|oining areas of Pondicherry and 
Karnataka 

(VI) Htutgft I9>i5-S(} 

The sales tax on the country liquor was 
increased from the then prevailing rale of 6 
pci cent to 25 per cent while the excise duly 
on arrack was raised Irom Rs 4 per bulk litre 
to Rs 6 These measures were expected to 
yield an additional revenue to the tune ot Rs 
40 crorc and us the trade margin was high 
at this point ol lime, the new levy was expected 
to be absorbed by the trade. 
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Responding to the representations of the 
trading community for conversion of multi¬ 
point tax on various commodities into a 
single-point tax, the budget for 198.S-86 
propo.scd to convert multi-point tax of 5 per 
cent on certain agricultural products to a 
single-point tax of 8 per cent. These 
commodities included chillies, tamarind, 
turmeric, coriander and pepper. Further, to 
boost the agricultural production and help 
the small and maiginal farmers the budget 
proposed to exempt manures from the then 
prevailing rate of 5 per cent multi-point tax. 
Recognising the importance of computers 
and the electronic industry, the rate of sales 
tax on these products was reduced from 12 
pei cent to 10 per cent. 

(vii) liuJgei imy-S? 

In respon.se to the needs ol the industry, 
a series of concessions were announced in 
the budget. The following items were totally 
exempted from sales tax: 

(I) G I lluckels. (2) Charcoal, briquettes 
and luel (u.sed as domestic fuel), (3) Bhoora 
sugai and .sugar candy, (4) Beds, pillows and 
quills other than those nuide of foam, (5) 
Candles, (6) Frames and Pictures, (7) .Silver 
metly, (8) Sports goods, (9) All musical 
instruments, and (10) Certified cotton scctls 
for seeding purfioses 

In the following ca.se.s the then prevailing 
rates were reduced in order to help the industry 
and consumers who were mostly the common 
man. (a) 41 items of life-saving dnigs from 
8 per cent to 4 per cent, (b) Milk food 
including baby foods from 10 per cent to 4 
pci cent, (c) All kinds of trailers from LS per 
cent to 9 per cent, and (d) Poultry feed from 
.“i per cent to 2 per cent. 

The following rationalisation in the sales 
tax structure was brought about to help the 
industry and business; 

(I) A concessional rateof4 percent, instead 
ol the then prevailing rate of 10 pci cent and 
above was extended to all component parts 
and raw materials and processing materials 
used in the manulacturc of finished articles 
(except arrack blending units and Indian 
Made Forcjgn Liquor (IMFL). All kinds of 
alcoholic liquors for human consumption 
(other than those imported into India) falling 
under First Schedule of the Sales 1’ax Act 
at that point of time. 

(ii) 111 response to thedemands particularly 
fnim the smai. industry, the rate of tax on 
generators was reduced from 12 (ler cent to 
8 per cent. 

(11 i) I n order to protect electronic i ndust rics 
in the state and to provide further 
encouragement to local manufacturers, the 
rate of tax on electronic goods wasxeduccd 
from 10 per cent lo 6 per cent for such goods 
and components which were manufactured 
within the state. Tax on electronic goods and 


components coming from other .states was 
to be levied at a uniform rate of 10 per cent. 

The following further simplifications and 
rationalisations of the sales lax structure 
were announced: 

(i) The multi-point sales tax of 5 per cent 
was converted to a single-point tax of 8 per 
cent on jaggery, Jeera and .soapnut. 

(li) Similarly, the multi-point tax of S per 
cent was converted to a single-point tax of 
8 per cent on .synthetic adhesives and paraffin 
wax. 

(iii) in thcca.se of vegetable oils, the multi¬ 
point tax of 3 per cent was converted to a 
single-point lax of 4 per cent and the tax on 
inter-state sales on vegetable oils was 
propo.sed lo be reduced substantially from 
4 per cent lo 1 per cent. 

(iv) In the case ol groundnut, the existing 
levy on the first point of sale was propo.scd 
to be treated as a levy on first point ot 
purchase for indigenous production and first 
point of sale tor groundnuts coiiiirig Irorn 
outside the state. 

(v) Different rates ol taxes were being 
levied on cotton yarn It was taxed at 2 pci 
cent for hosiery yam and 3 per cent for hank 
yam and 4 per cent I'or othei lyfies ol yarn. 
In order to maintain parity in the tax on all 
these yarns, it was decided lo fix the rate ol 
tax uniformly at 3 per cent. 

(vi) Thcie was a lax of 10 per cent on 
stainless steel articles. It was decided to 
break this rale into fi percent at the first point 
of sale and 4 pe.r cent at the last point of sale 
as a measure to plug loopholes in the system 

(vii) The minimum turnover limit 
prescribed for registration of a dcalei was 
Rs 50,()()() per annum. It was ilecidetl to 
enhance this limit to Rs 75,000 The 
registration fee per annum was laiscd lioni 
Rs 10 to Rs 100 as the prevailing fee was 
very low. Similarly, lee lor rcgistciing 
branches or godowns was incrca-sed-iiom 
Rs 5 to Rs 20 per annum. 

(viii) In due appreciation of the infiatioiiary 
trend and lo enable small asscssccs, mainly 
industrialists, to manage their fumls better 
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lor capital investment, all assessees with a iiulustrially advanced states like Maharashtra 
taxable turnover of less than Rs 10 lakh were 
totally exempt from the burden of addittonal 


sales tax. Thus, the exemption limit was 
raised from Rs 3 lakh to Rs 10 lakh. 

(ix) Some marginal increases in the rate 
of additional sales tax on assessees with 
larger turnovers had to be made to make 
good the loss of revenue due to the 
concessions announced at least to .some 
extent. Asses.sees with a turnover above Rs 10 
lakh were levied additional sales tax 
uniformly at 1.25 jier cent of the turnover. 
It was decided to levy 1.5 percent additional 
sales tax for turnover exceeding a new 
turnover slab of Rs 40 lakh. 

IX) There was a system of summary 
assessment available to assessees with a 
taxable turnover of Rs 2 lakh per annum, it 
had a large number of rc.stnctions. It was also 
leprescnted by business community that they 
were experiencing a lot of difficulties under 
the present method ll was proposed to reintive 
those restrictions in tull and make the 
summary as.sessnicnt facility available freely 
to these traders and assessees. It was expected 
that the trade would respond favourably to 
the trust repti.sed in them and there would 
not be any need to reintroduce the checks 
on the ground that this trust had been mis¬ 
used. 

txi) Tamil Nadu had introduced a levy ol 
lax on works contracts Irom Ist October 
l‘)K4 But a number of practical difficulties 
had been pointed out in its implementation 
It was proposed to streamline the levy by 
prescribing suitable lales of tax on various 
works contracts and to extend concessions 
to labour-oriented works. 

Ixii) It was al.so decided to streamline the 
rates ot tax on leases as discussions with the 
representatives of the various leasing 
companies had been completed by the 
government. 

I xiii) Fmcha.se lax at the rate of 2 per cent 
on such raw or processed materials or 
consumable stores utilised in the manufacture 
of finished gotxis which were despatched 
outside the stale either by way of branch 
transfers or by way of despatches to 
commission agents had been introduced in 
Gujarat. A concessional rate of tax for such 
items which went into the finished goods 
manufactured within the state was introduced 
in im-87. 

(viii) Budget 1987-88 

Responding to the representation of both 
electronic goods industry and trade to match 
the conces.sions offered in other states and 
to sti mulate growth of the state economy, the 
government had formed a committee to study 
the representations and also to make a 
comparative analysis of the sales tax rates 
prevalent in adjoining states and other 


and Gujarat. The budget 1987 -88 announced 
the following package of concessions. I n the 
earlier years the government had reduced the 
rate of sales lax on the electronic gwids 
manufactured within the state to 6 per cent 
from the prevailing 10 per cent. The budget 
1987-88 further leduced it to 4 per cent. 

When an Export Processing Zone loi 
locating 100 per cent export units w.is set 
up at Meenambakkam near Chennai the 
government decided that the sales tax paid 
by the export units both in the matter ol 
purchase of capital goods and raw malerials 
would be reimbursed and that concession 
would be initially uttered for a peiiod ol 
three years. 

The government had earlier reduced the 
sales tax to 4 per cent on the sales ol mo.sl 
of the goods under l-Schedule to state and 
central government departments including 
the Indian Railways. This concession was 
now extended to the sale of goods made to 
departmcnt.s of otiici state governments in 
Tamil Nadu, Neyveli Lignite Corporation 
and Tamil Nadu Electricity Board, ll was 
hoped that this concession would enable 
these undertakings to purchase their 
requirements locally. 

Considering the fact that the rates ol sales 
tax prevailing in the .stale fur motor cars and 
two wheelers were 9 per cent and 15 per cent 
respectively, and to reduce the loss of revenue 
due to diversion of trade to other slates, the 
rate of tax on motor cars was reduced to 5 
per cent. The rate ol tax on two wheelers 
with 5()cc capacity engine and tnopeds which 
were manufacutured in the state was leduccd 
to 4 per cent. In respect of all other two 
wheelers, the rate of reduction was from 15 
per cent to 8 per cent. 

When the sales tax on works contract was 
introduced by the state government, the 
minimum rate was 5 per cent though for 
items not specifically mentioned in the 
Schedule, it was levied at 10 per cent. Taking 
note of the problems faced by the trade and 
industry, it was decided that the same 
minimum rate vi/., 5 per cent would be levied 
for all residuary items also. 

Reduction in sales tax rate as below was 
made on the following industrial products: 
(a) Generator parts from 12 per cent to 8 per 
cent, (b) Power Tillers from 8 per cent to 
6 per cent, (c) Napthols from .s per cent to 
4 per cent, (d) Specified plastic raw materials 
from 5 per cent to 4 per cent, (e) Packing 
materials when used to pack goods exported 
out of the territory of India exemption from 
tax at the last point of sale preceding export, 
fO Parts and accessories of motor vehicles 
and trailers from 15 per cent to 12 per cent, 
(g) Specific Items of dyestuff from 5 per cent 
multi-point to 5 per cent .single-point, (h) 
Raw and tanned hides and skin 2 |)er cent 
as raw hides and skin - and 2 per cent as 


tanned hides and skin Vhese nicasuies iseic 
intended to provide incentives .uul 
ciicouiagcniem to the indusliie'. whicli 
manufacture these products cxlcnsivclv m 
the state. 

As a concession to boost agiiciiluiial 
production, sales lax on mineral gypsum w,is 
reduced from 5 pei cent to .1 1/2 per cent 
With the present reduction in the i ate of s.iles 
lax. this Item w.is bioughi on p.ir with 
fertili.seis to increase its u.se in luliivalion 
ot cotton and groundnut 

At that point ol time a 5 pei cent nuilii- 
point sales lax was p.iy.ihle on icAcllery. 
Besides this, lr.uicrs purchasitigold jewellcrv 
had to pay a purch.ise lax ol 2 pei cent This 
was invanubly passed on loihe selling |>iibhc. 
ll was tlierelore decided that Ihe piiichase 
tax payable by the jcwclleiy dealeis, i e, on 
the purchase of old jewellery be dispen.sed 
with. 

Dealeis with a turnovei up lo Rs 5ll.(K)0 
pci annum had been exeiiipled liom the levy 
and all others were taxed at pei I'cnl In 
order to binelit the small inaiuilactiireis ol 
cottage industries, Ihe liiiiil was incieased 
to Rs I lakh, 'flic lalc of lax on the tuinovcr 
exceeding Rs I lakh and up to Rs 2.51) lakh 
ai I per cent and exceeding Rs 2 .51) lakh and 
up to Rs 5 lakh was fixed at 2 pci cent and 
exceeding Rs 5 lakh at ^ per cent. 

In addition to the concessions ottered 
above, a seriCjS of ralionahsalioii measiires 
wereaksocontemplaled The lollowingitems 
were brought under single-pouii levy at Ihe 
point ot first sale at the rale meiilioneil again.il 
each, ta) Palm latly acid 5 pei cent and tbl 
.Specified kirana goods 8 [lei ceiii 

In ordci to plug evasion, the levy on 
cardamom was converted into a muhi-point 
tux of 5 per cent. In cu.se ol jaggerv, it had 
already been hi ought iiitoasingle-poml levy 

'I AHi 1 (■ 

f/Vi lead 

Name ol Item fixisiing Rale Revised Ru 


Tunnel ic 1 ) 

Chillies 4 ) 

Coriander 4 r 

Soap nul 4 t 

Tamarind ■* 4 t 

Pepper 4 t 

Jaggery gur (> l 

Vanaspalhi 8 5 

Groiindniil oil 4 .1 

Cuconul oil 4 1 

Gingilee oil 4 t 

Relincd oil 4 .1 

Wheat prodiKIs 4 t 

Kerosene 4 I 

Colfee seeds (. S 

Codec powder 6 5 

Inslunl lea 6 S 

Kaskasa 8 S 

Nutmeg (jathikkai) 8 S 

Jeera 6 5 

Handmade soap 4 3 
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ol S per cent in the previous year. In case 
of jaggery procureil from oulsiclc the state, 
the levy ol K jier cent woiilil be at the point 
ol firsi sale ami for jaggciy procured locally 
at the point ot fust purchase. 

b'or the lollowing items, the existing levy 
was split into two parts, one at the point ol 
lirst sale and another at the last point ol sale 
imiiis again with a view to plug evasion, (a) 
Iron and steel safes, cash chests, safe deposit 
lockers, etc. at the point of first sale 10 per 
cent and at the point of last sale ,S per cent; 
(h) All kinds ot liiiniture other than those 
itieriiioned at (a) above at the point ol lirst 
sale f) pel cent; At the point ot last sale 4 
per cent; (c) Parts and accessories of niotoi 
vehicles and traileis at the point ol first sale. 
K per cent. At the point of last .sale 4 per 
cent, id) Tyres and tubes at the point of first 
sale () per cent. At the point of last sale 
pei cent. The lollowing additional resource 
mobilisation measures weic announced in 
the budget. 

11 )AehlitioiuilSales Tax. Fioni l‘>7(),Tamil 
Nadu had been levying additional sales tax 
on the turnover of dealeis In the last budget, 
some alterations m the rates had been made 
with the result that the taxable turnover ol 
dealeis lip loRs It) lakh weieexempted from 
additional sales lux and tor taxable turnover 
excecvling Rs 10 lakh up to Rs 40 lakh, a 
tax I ale of I 25 per cent and above Rs ft) 
lakh, a lax late ol I..5 (rer cent weie fixed. 
The gor.ds under the F'irst .Schedule ot Tamil 
Nadu (ieneral .Sales Tax Act were subject 
to a single-point levy. These goods were not 
taxable at any point other than the point 
piescribedin the Schedule. Hence the dealeis 
transacting these goods at points other than 
the prescribed point deduct the turnover of 
these goods from then total turnover for the 
purpose of deiernimalion of additional .sales 
tax on the ground that these goods were not 
taxable at lhe.se points. I lowever, the turnover 
of these goods was consideiable at these 
points Therelore. it was decided to redefine 
theieini ■laxablctiirnover’ under Tamil Nadu 
(ieneral Sales Tax Act as below so .ts to gel 
additional salestax on account ot thcturnovei 
ol dealers tian.sacimg in the first schedule 
goods at points ol sales other than the 
prescribed point ‘Taxable turnover' m 
ies|x*ci of the above category of dealers lor 
the pill pose of adilitional sales tax would be 
the taxable tin novel normally arrived at plus 
the sales turnover ol the.se dealers at points 
ol sale other than the point ol levy prescribed 
m the First Schedule of Tamil Nadu General 
SalesTax Act. However, the taxable turnover 
would not include the turnover of goods 
exempt by notification under Section 17 of 
the Act." However, with a view to give 
concession on additional sales lax the other 
prevailing lates of 1.2.“' per cent and 1 ..5 per 
cent were reduced to l.t) per cent and 1.25 
per cent, respectively 


Though the government had announced in 
the previous year exemption of all dealers 
with less than Rs 10 lakh turnover, it had 
become necessary to restrict the exemption 
to a slightly lower limit to prevent evasion. 
It was therefore decided to introduce a levy 
of 0.7 per cent on the traders with a taxable 
tuniovei exceeding Rs7 lakhuptoRs 10 lakh. 

(2) Surcharge on Sales Tax. Tamil Nadu 
had been having a surcharge on sales tax 
which was at that time only applicable to 
Chennai, Madurai. Coimbatore. Salem, 
Tiruchirappalli and their suburban areas and 
.511 municipalities. This was levied at the rate 
ol 5 pci cent on the sales tax. It was decided 
to extend this levy to the entire .stale lor the 
sake ot uniformity Similarly, an additional 
surcharge levied within the jurisdiction ot 
Madras Corporation and suburban areas 
extending up to 32 km, was extended to 
Mailiirai and Coimbatore Corporations and 
their suburban areas extending up to 16 km. 

Indian-made Foreign Liquor (IMFL): It 
was also decided to iniiodtice a system ol 
multi-point levy ot .sales tax with set off 
provision incorporating the concept of value 
addition on Indian Made f'orcign l-K|uors. 
Thetax rale, point of levy ami set off provision 
were to be as follows Thiity per cent at every 
point ot sale other than the last point provided 
that at any point of sale oilier than the first 
(Himtol .sale and last point of.sale, thetiirnover 
ol the goods liable to tax would be urn veil 
at by deducting the turnover ol .such goods 
on which tax had been levied at the 
immediately preceding point ot sale. 

Food and drink.'! sold in Hotels and 
Restauiants 'nie exemption from levy of 
sales lax in respect of food and di inks sold 
111 hotels and restaurants was withdrawn 
However, hotels with a turnover of less than 
Rs 2 l.ikli were exempleil Those with a 
lurnovei exceeding Rs 2 lakh and up to Rs 5 
lakh h.id the option io pay at compounded 
tales as below Above Rs 2 lakh and up to 
Rs 3 lakh turnover Rs 7,500, above Rs 3 lakh 
and up to Rs 4 lakh Rs 11,250, above Rs 

4 lakh .ind up to Rs 5 lakh Rs 1.5,(KK) 

The rates ol sales tax in respect of the 

tollowmg Items were increased as below: 
(a) Welding rods and electrodes - Irom H 
per cent to It) per cent, (b) Asbestos Irom 
8 per cent to 10 per cent, (c) Bricks from 

5 per cent to 8 per cent, (d) Timber from 
5 per cent to 8 per cent, and te) Aviation 
luelj'rom 10 per cent to 14 per cent This 
would bring toe tax rate on pat with the 
present rate of tax on petrol and diesel. 

The government of India had suggested 
to the states adoption of a floor level rate 
of 10 per cent on some commodities in order 
to have uniformity in the rale of sales tax 
on a national basis. In order to achieve this 
the lutes of lax were raised on the following 
commodities from their existing levels to 10 
per cent: (a) Precious stones, (b) Cushion 


and foam articles, (c) Vacuum flasks, 
(d) Chinaware articles, (e) Perambulators, 
and (O Ivory articles. All these measures of 
additional resource mobilisation were 
expected to yield approximately Rs SOcrorc 
per annum. 

(ix) Budget 1989-W 

This budget was formulated by the DMK 
government which was returned to power 
after a gap of thirteen years. It was pointed 
out in the budget speech that when thd'amil 
Nadu General .Sales Act had been introduced 
in I95‘) there were 63 commodities under 
single-point levy between 1959 and 1973, 
13 commodities were added to the single- 
point list and that it was in 1974 that as many 
as 59 commodities were brought over to 
single-point levy. Thereafter an additional 
38 more commodities were shiltcl Irom 
multi-point to single-point levy (duel 
ininisterM Kurunanidlu's speech pic.seriting 
budget for 1989-90). Notwithstanding a 
revenue loss of Rs 50 lakh, the budget 1989- 
90 brought 9 more comiiiodilics tioin multi 
point tax to single-|)oiiit tax. The details ol 
the commodities and rales ol smglc-poini 
levy propo.scd on them are as m Table A. 

Though the state was under the president’s 
rule during 1988-89, the central governinent 
responsible tor the state budget had 
announced quite a tew concessions at an 
estinialed revenue loss of Rs 25 ciote The 
elected government whii h i ame to powet in 
1989 decided to continue these concc.ssioiis. 
The following concessions weie also 
announced in the budget lor 1989-9()- 
(i) Following apromisemade in theelection 
manifesto, equipiiicnt used lot agiiciiltural 
purposes were exempted liom sales lax The 
most important ot these were agricultural 
pumpsets The tax of 8 per cettt on pumpsets 
ol 3 horse powet or 5 horse powet which 
are mostly u.sed for agricultural |)ur[)oscs 
was totally withdi'awn, resulting in a revenue 
loss of Rs 4 ctorc per annum 
(li) .Sales lax of 5 per cent on sand used 
for construction purposes, causing 
harassment to tho.se engaged in transportation 
of sand was scrapped. 

(lit) On humuiiitjrian grounds, it was also 


I'ahi.i D 

(Per inn) 


Name ot Item Existing Rale 

Revised Rale 

Drugs and medicines 

6 

5 

Pla.stic products 

6 

S 

Aluininium uten.sils 

4 

3 

Brick.s 

4 

.3 

Dry cells 

<) 

8 

Gunnies 

s 

3 

Blood donor set 

8 

5 

Intravenous set 

8 

5 

.Surgical instrumenls 

10 

5 


120 


Hconomic and Political Weekly January 18, 1997 



decickd lo remove sales tax on all articles 
usedby physically handica{^ed persons such 
as crutches, wheel chairs, three wheelers 
with nr withtrut motors and support sticks 
ut all materials. 

(iv) Stationery items which arc mainly 
u.scd by students, such as pens, ballpoint 
pens, pencils, refills, erasers, colour pencils, 
sharpners, blackboards, geometry and 
disstxtion boxes and rubber play balls were 
exempted from tax. The tax on combs, an 
article of mass consumption, was withdrawn. 

As petrol in the state was subject to a sales 
tax of 14 per cent while the corresponding 
rates were 18 per cent in Andhra Pradesh 
and 20 per cent in Karnataka, the rate was 
raised to 18 percent. The sales tax on aviation 
fuel was up from 14 pci cent lo 20 per cent. 
The rate of tax on industrial machinery was 
increased from 8 to 10 per cent while the 
conce.ssions given in respect of textile 
machinery and spare parts were to continue. 
This enhanced rate was still less than that 
obtaining in most other states. While the 
sales tax on hand made soaps were to remain 
unchanged, the tax on machine made soaps 
was increased troiii 6 to 8 per cent. A tax 
ol 5 per cent was levied on sales ol food 
and beverages in hotels and restaurants 
with an annul turnover of Rs 10 lakh and 
above. 

The budget also sought to rationalise the 
surcharge and additional sin charge that was 
being added on lo sales lax. These were 
consolidated into a single surcharge of 10 
per cent and made applicable to all 
corporations and special grade municipalities, 
in all other areas in the state the consolidated 
surcharge rale was fixed at 8 per cent. The 
proceeds, net ol collection charges, were to 
be passed on to the local bodies. 

The additional sales tax was levied ut 1 .25 
per cent on taxable turnover between Rs 10 
lakh and Rs 40 lakh and I..*) per cent on 
taxable lui iiover of Rs 40 lakh was increa.sed 
to 2 per cent on a new bracket of turnover 
for Rs one crorc. Only a relatively small 
number of very large companies was ut fecled 
by this measure. The net ct feet of the various 
changes in sales lax was an estimated i ncreasc 
i n revenue of Rs 30 crore during the financial 
ye-ar 1980-90 

(X) Budget 1990-91 

Around this penod. 193 comnuxli tics were 
being subject to single-point sales tax while 
all other taxable commodities were subject 
to multi-point taxation of 5 per cent at each 
stage. As traders were in favour of single- 
point levies, the government preferred 
shifting specific commodities from multi¬ 
point to single-point from time lo time. The 
government decided to implement a 
fundamental reform to the sales tax structure 
by declaring that in future, all commodities 


wouldbe subject only lo single-point taxation 
and that multi-point levy system would he 
entirely abolished. Inasmuch as tax was 
generally levied at two stages on commodities 
subjected to the multi-point levy, such 
commodities had to hear an overall tax burden 
of 10 per cent. It was announced that in 
future, residuary cominoditie.s, i c, 
commodities other than lho.se which were 
subject to single-point levies or were tax- 
exempt, would bear only a single- point levy 
of 8 per cent. The exemption from multi¬ 
point levy that was then available lor an 
annual total turnover up to Rs one lakh was 
to be continued lor such residuary items. 
The.se changes reduced the tax burden lor 
consumers as well as hardship to traders 

.Since concessions were then available to 
manulacturers of goods subject lo iniilii- 
poinl levies in respect of purchase ol raw 
materials, as part,of the transition lo the 
single-point system for all commodities, a 
concessional raleof lax was extended in such 
cases. In respect ol certain specific 
commodities, which were then subject lo 
multi point levies, single-point rales were 
being modified as in Table B. 

Tax concessions were given for the 
following commodities: 

.Sugar-cane which was directly consumed 
and 10 specific country drugs were totally 
exempted from sales lax. The country ilrugs 
involved were. Pipercubebaliiin. 
Kaempeeuria - Galanga, 1'rihulus 
Terrcstriuslinn, Woodirodia - Fruilicosa 
Kura, Aconitum Htcriophyllumwall. 
Quercus InfccloriaOliv. Magnolia - Fuscata 
Andr, Somolocis Racemosa Roxb, Indigofera 
- Tinctoria Linn, and Bocrhaavia Diflu.sa 
Linn. 

(1) In the case of products which enter 
intoesscniial consumption, namely, chillies, 
tamarind, pepper, jaggery, turmeric, 
coriander, jeera and soapnut, the sales tax 
rate was reduced from 8 per cent to 6 pci 
cent. 

(2) The existing rale of tax at 8 pei cent 
on lyres and tubes lor animal drawn vehicles 
was reduced to 4 per cent. 

I3) Then prevailing rale of 9 per cent on 
tractor space parts was reduced to 4 percent 

(4) Then prevailing rate of 8 per cent for 
hand-pump was reduced to 4 per cent 

(5) Then prevailing rale of lax of 8 per 
cent on bricks was reduced lo 4 per cent and 
then prevailing rate ol lax ol 5 pei cent «>n 
ordinary tiles was reduced to 4 per cent. 

(ti)Thcratcof taxol 5 per cent on rubberised 
coir products was reduced lo 4 per cent 

(7) In I990-9I. copra bore a lax rate ol 
3 per cent while coconuts .sold lo oil millers 
were subject to a lax rate of 5 per cent. Both 
these Items would hear a tax rale of 4 per 
cent in the liilurc. The lax exemption for 
coconuts that were directly consumed was 
to continue. 


It was decided lo increase sales taxes to 
a limited extent in respect of a few 
commodities having regard to Ihe tax rales 
picvalent in the ncighboui ing states and with 
a view to raise resources without altcclnig 
the common man. 'rhe.se changes were us 
follows: the purchase tax on petroleum 
priHhicis was increa.sed from 4 per cent to 
5 per cent though this was not likely to aflect 
Ihe consumers of these piodticls in the .state. 
There was nochungc m the sales lax applicable 
to petrol Ol diesel The rale ol lax on wheat 
products, such as atta, rava, maida and siHiji, 
was increased Ironi 2 pet cent to 4 per cent 
while the exemplioii loi wheat lioni sales lax 
was lo continue 

The rate ol lax on cotton waste, which was 
used primaiily tor making mattresses and on 
cotton yarn wa.sicuiiliscd usually loi cleaning 
machinerv. was increased from 4 per cent 
lo b pci cent Raw hides and skins wcie then 
subjccl lo a lax rale ot 2 per cent, while 
diessed hides and skins attracted a tax ot only 
one percent.'Phis had led loccrlainditticul ties 
and disputes In order to rationalise the 
position, 2 per cent tax was levied on both 
thecalegoiiesol hides and skins Low priced 
country liijuor. which was a new item, would 
bear a single point tax ot 25 per cent. The 
rate of tax on electronic teleprinters and its 
parts was lo be reduced trom I.5 per cent to 
It) per cent. All otherclecironic items would 
lH'!araumlorni,tcixratcol4[)ercenl .Similarly, 
television .sets were to bear a tax rate ol 4 
per cent. 

With a view lo augment the resources ol 
Ihe local botlics, the surcharge on sales tax 
was increased lo a limited extent. The 
surcharge ol Id per cent which was hmiig 
levied within the limits ol Madurai and 
f’oimbatoref'orfKiraiiotisandin.special grade 
municipalities was incica.sed lo 12 pci cent 
The surchaigc of 8 per cent being levied in 
oihci municipalities, town |>anchayuls and 
townships was increased lo Ml per cent. 
Thcic was however, no increase in the 
surcharge ol S per tent tliai was applicable 
to village pancbayul aicas linlil then the 
government had been appropriating the 
revenues Irom the surcharge collected in 
corporation areas othei than the Madras 


Taiii.i K 

(I'er reiil) 


Naim- ol llcin 

Existing 

Kale 

Revised 

Kate 

•ViKiis 

It) 

8 

Motors 

If) 

K 

K.aw filnis tcine) 

fi 

5 

folion waste 

6 

S 

('onduil pi|ie.s and fillings 

III 

8 

Molor vehicle tyres and lubes 9 

8 

Machinery 

lO 

8 

Welrling electrodes and rods It) 

8 

Jute Iwmc 

8 
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Corporation and from iireasintnuiiicipulilies. 
townships and lownpanchayats.lienccrorth, 
20 per cent ot the suichurgc col Icctcd i n these 
locations was to be ttiven to them as jzrants 
on a population basis. 

^s lar as the Madra.s (,'orporation is 
concerned, the then prevailing surcharge of 
10 per cent was increased to 15 per cent In 
1089, the additional sales lax was 2 per cent 
on taxable turnover exceeding Rs one crorc 
It was declared that there would he no change 
in this up to a taxable turnover of Rs live 
crorc. 'I'hc laic ol additional sales tax was 
increased to2.25 per cent lortaxabletrunover 
exceeding Rs five crorc up to Rs 10 cioie 
and to 2.5 per cent for taxable turnover 
exceeding Rs 10 crore. 

(xi) Hudffei 799/-92 

This was the lirst budget presented by the 
Al ADM K government after being elected to 
power in June 1991 (Budget speech of V R 
Nedunchc/iyan) The hutiget announced the 
appointiiient ol a High Powci .Sales Taxes 
Reforms Committee under the chairmanship 
of B Vijayaraghavan, a retired civil servant, 
to go into all relevant issues with a view to 
sunplify the tax system Since the system of 
deemed assessment intioduced in the 
previous yeai had not worked well, it was 
decided toieplace It by anew sell-assessment 
system I hidei this system any tradci with 
an annual turnovei of less than Rs live lakh 
who had a clear iccord with no ml i ingements 
and who did not use specified saleable lot ms 
could make a sell-assessment retuin which 
would he accepicti A small per centage ot 
these returns would be checked at random 
This wogid benelit KO.IHK) traders and would 
free them Irom harassment. This was an 
important step in simplifying the system 
relying on the traders to make their own self- 
assessment. 

The budget also announced reduction in 
tax rates on essential goods and lax rcitels 
to promote the locution ot new industries in 
the state as could be appreciated Irom the 
following ; 

(i) Dry leaves were taxable at 8 per cent. 
As these leaves weie sti'ched together by 
piHir women who earned a living by selling 
lhe.se stitched leaves, lull exemption Irom 
tax was given on the sales of di 7 leaves. 

lii) Barley was subject to a tax at I per 
cent. All other cereals were exempted from 
tax. Henceforth, barlcv was also to he lully 
tax exempt. 

(Ill) Sales ot cycle rickshaws without 
motors which were subject to tax at .f per 
cent, were exempt fiom tax. While bullock 
carts, which were taxable at 8 per cent, were 
also exempt fully from tax 

(ivt It was decided to reduce the tux on 
turmeric, chillies, coriandei. tamarind and 
soapnut from 6 per cent to 4 per cent. 


(v) As there was considerable evasion 
of tax in articles made of gold, the tax on 
gold bullion was reduced from 2 per cent 
to I per cent. I'lie tax on articles made 
ot gold and silver was reduced from 4 per 
cent to 2 percent. The tax on gold covering 
jewellery was also reduced Irom 8 per 
cent to 2 per cent. 

(VI) Since 8 per cent was charged on drugs 
and medicines and certain lile-saving drugs 
alone were charged at a concessional rate ol 

4 per cent, there was considerable contusion 
in interpreting which exactly were life-saving 
drugs. It was decided to charge a unilorni 
rate of 6 per cent on all drugs and medicines. 
At the same time, in order to give lull relief 
to patients who had to use expensive drugs 
III lile-thteatening .situations total exemption 
was granted for the following drugs: 
Cyclosporine, Bleomycin, Cytosine 
Arahinosidc, A^athiopiine, Nitiogiycerine, 
and Pcntoxitylme 

The sales tax on stainless steel utensils was 
reduced to 5 (ler cent from 10 per cent The 
tax I ate on paper envelopes was i educed to 

5 percent Irom 8 percent. Inordci to benefit 
farmers, sales tax on fertilisers and pesticides 
was leduccd from .f 5 per cent to .f pei cent. 
The tax on tiailer sp.ires was reduced from 
15 per cent to 4 per cent. .Similarly, the tax 
on empty gunnies was reduced Irom 8 pci 
ceni to 5 per cent The rate ol tax on three 
wheelers was 15 per cent while it was only 
8 per cent on light commercial vehicles. As 
a measure ol rationalisation, it was decided 
to reduce the late to 8 pei cent In order to 
give a boost to the automobile body building 
industry in the .state, the t.ix on fully built 
vehicles was reduced Irom 15 per cent lo 7 
percent In orderthat industrial raw materials 
were subject to a lower rate of tax it was 
tlecided to reduce the rate to 5 per cent from 
8 per cent in /anc used for galvanised steel 
tubes 

Alumiiiiiim ves.scis when sold m inter¬ 
state travle were sub|ect to 4 pei cent tax with 
‘C loriii and 10 percent without ‘C’ form. 
To encourage manufacture of such vessels 
in Tamil Nadu, it was decided that the inter¬ 
state sales of aluminium ves.scis with or 
without ■(” form would becharged uniformly 
al 4 per cent. 

Recognisiiig the tact that raw hides and 
skins were taxable at 2 per cent and dres.scd 
hides and skins separately at 2 per cent at 
different points, it was decided lo rationalise 
the tax structuiw so that the tax could be 
levied at just one point. The new rate on raw 
hides and skins was to be 4 per cent at the 
point of last purehase in the state. While the 
rale on dressed hides and skins was also to 
be 4 per cent at the point of first sale in the 
stale provided it had not suffercu tax under 
TNGST as raw hides and ski ns. Thc.se changes 
involved a loss of revenue Rs 10 crore per 
annum. 


As sales tax on diesel in Tamil Nadu was 
14 per cent while in Karnataka it was 18 per 
cent and in Kerala 20 percent, it was decided 
lo increase the rate to 16 per cent. 

Keeping in view the tax rales on paper and 
paper board in neighbouring states, the rale 
of tax was increased from 4 per cent to 6 
percent. Simultaneously to bringdown prices 
of newsprint which was liable to 10 percent 
tax without ‘C’ form, it was announced that 
al I inicr-stdtc sales would hereafter be charged 
at 4 per cent with or without ‘C form. Sales 
ol steel scrap to steel rc-rolliiig mills in Tamil 
Nadu had been exempted from tax. A tax 
of 2 per cent was levied on such sales to steel 
rolling mills ugain.st the declaration form. 
The tax on soaps was increased Irom 8 per 
cent to 10 percent while simultaneously the 
tax on handmade soaps was reduced from 
6 per cent to 8 per cent. 

Tamil Nadu is the second largest producer 
of rubber in India. In Tamil Nadu, the 
definition ol turnover for purposes of sales 
lax as.sessmeiit had excluded the sale of 
rubber. The turnover as denned under the 
Tamil Nadu General .Sales Tax Act excluded 
all agricultural produce other than tea. In 
Kerala, lea, coffee, rubber, cardamom and 
ti mber were included Thus, i n Kerala t ubber 
was taxable Since iialural rubbei in all its 
lorms was taxable at 5 pei cent al llie point 
ol last piticha.se, it was decided lo amend 
Section 2(r)ol the Tamil Nadu General Sales 
Tax Act to facilitate assessnieni of the sales 
ol rubber iindei the Sales Tax Act It was 
proposed lo exempt all planters having less 
than 8 ordinary acics so that the tax was only 
on large planters 

It was also decided lo bring forth certain 
amendments to thcTamil Nadu General Sales 
Tax Act keeping in view ceitain changes 
which had occurred. As several commodities 
which were taxed under Section 3 (3)(i) of 
the Act now bore a reduced rate of tax, it 
was propo.sed lo withdraw the concessional 


1AULL F 




(Per cent) 

Name of liciii 

F.xisling 

Rate 

Revised 

Rale 

Refrigeralocs 

15 

16 

Floor and wall tiles 

15 

16 

Lilts 

15 

16 

Marble and niarblc article.s 

15 

16 

Diamonds 

10 

!2 

Scenls/perfumes 

t5 

16 

Paints and dislenipers 

to 

12 

Aireoiiditioning plants 

15 

16 

Air purifiers 

15 

16 

Vehicle ehu.s.sis 

6 

8 

Chinaware 

10 

12 

Pile carpets 

15 

16 

Ivory articles and inlaid ivory 10 

12 

Motor car 

5 

8 

Rif1e.s and rcvolveis 

15 

16 

Duplicating machines 

15 

16 
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rate of 3 per cent applied to the purchase 
of raw materials used in the manufacture of 
these goods. Under Section 3(3) (iii) of this 
Act a concessional rate of 3 per cent was 
allowed on the purchase of materials which 
%>icre u.scd in the execution of works contract. 
^Based on the ruling of the Supreme Court 
on this issue, it had then become necessary 
to charge the normal tax rate on the materials 
going into the works contract. It was therefore, 
proposed to amend section 3(3)(iii)nf the 
Act withdrawing the concessional rate of 
tax lor such materials u.scd in a works 
contract. 

The surcharge was levied at diflerent rates 
lot different areas and the rate varied from 
15 per cent in Chennai city to 8 iier cent in 
village anti town panchayal areas. It was 
propo.sed to levy a uniform rate ot 15 per 
cent throughout the slate as a mciisure ol 
lationalisation. 20 per cent of the additional 
levcnue mobilised was to be assigned to the 
local bodies as a grant Under a sc|iai.ite act, 
an entry tax was levied on niotoi vehicles 
^ cnientig mioTainil Nadu. This lax was levied 
to prevent evasion of lax due to diversion 
ol trade. The rate ot entry tax was then linked 
It) the rat.; ol l:ix in the Tamil Nadu Geneial 
Sales Tax Act. It was now decided tti change 
this and bring forward an amendiiienl 
specifying the rale in the Kniry Tax Act il.self. 
The exemption granted frtiiti payment ol 
additional sales lax lor motor cars with a 
capacity up to 9(K) cc was alsti withdrawn. 

The ’lamil Nadu Electricity (Taxation on 
Consumption) Act, iy62 provided for the 
levy ol the tax on the sale ol electricity In 
1979 as a measure of rationlisatitin various 
levies undcf this Act were tiieiged with the 
tariff charged by the Tamil Nadu Electiiciiy 
Board On a levicw it was lound that such 
a tax was levied in most othei stales such 
as Maharashtra and Guiarat In view ol the 
extremely diHicult linancial position of the 
government a wasdccidedtoieintroducclhe 
tax on a revised basis. The rate of lax w'as 
to be 4 per cent on the sale price ol energy 
tor all consumers. Domestic connections 
including hut connections, agricultuial 
consumers and self-geneiators were, 
however, exempted. 

While the duly on the niaiiulaclure of 
Indian-Made Foreign Spirit was increased 
to Rs 70 per proof litre from Rs bO per protif 
litre, the sales lax of 20 per cent levied at 
each stage except at the las. stage in the 
transactions relating to sale of Indian-.Made 
Foreign Spirit, was increa.sed to 2.5 per cent. 

(xii) Budget 1992-93 

The budget 1992-93 extended reliefs on 
various household products as detailed below; 
. - Groceries (excluding tho.se in Schedules 
I and 11) were to be taxed at 5 per cent instead 
of 8 per cent. 


- Ghee and other milk products sold without 
a brand name rcgistcied under the Trade and 
Merchandise Marks Act, 1958 taxed at 8 per 
cent, were li> he subject to a reduced rale 
of 5 per cent 

■' The sales taxon lenugreek and cloves, tiseti 
111 daily lood was reduced Iroin 8 per cent 
to 5 pci cent. 

- The sales tax on tapioca chips was reduced 
to 5 pci cent Irom 8 per cent. 

It was also decided to bring down the tax 
on vermicelli from 8 per cent to 5 per cent. 
As 'kumkum' powder had alicady been 
exempted fiom sales tax, other kumkuiiis 
and ‘kajal’ being taxed at 8 per cent and all 
torms of kuinkum and kajal, weie totally 
exempted I rom lax. Since iniiialion jeweller) 
had become very popular among women, the 
tax on imitation jewellery was reduced Irom 

8 per cent to 5 per cent. While 8 jier cent 
was charged on lammaled jute hags, most 
othei packing materials earned a lax rale ol 
5 per cent. Noting the above dilferencc, the 
rate of tax on laminated jute bags was reduced 
from 8 per cent to 5 per cent. While the tax 
on motorcars was 5 iier cent, the tax on taxi 
cabs was 15 per cent. The lax on taxi cabs 
was I educed to 5 pei cent The entry tax on 
liactois was reduced Irom 12 pci tent to 7 
per cent. The sales tax on lear lo.aders, 
dumpers and .scrtipers was iiLso reduced from 

9 per cent to 5 per cent. 

In the budget lor 1991-92, the levy ol lax 
on raw hides and skins and that on dressed 
hides and skins hud been lationalisexl. Raw 
hides and skins were often purchased Irom 
other stales and biought into Tamil Nadu. 
To encourage the leather industry, a 
concessional rale of 1 per cent on dressed 
hides and skins was allowed. The above 
changes involved a loss ol revenue ol 
approximately Rs 4 ciorc per annum. .Sales 
lax at 25 )iei cent was ciiaigeil at every sitige 
except at (he last si.ige in I he sales tiaiisaclioiis 
of Indian Made Foreign Spirit The lax lalc 
was enhanced to 30 per cent. Under Section 
3(3) ol die Tamil Nadu General Sales Tax 
Act 1959. ,i concessional rale of 3 per cent 
was available tyr raw materials against 
declaiaiion in Fonn XVII Molasses normally 
bore a tax ol 25 per cent. As it was fell that 
the concessional rate was likely to be mistied 
by those who attempted to manulacture illicit 
liquor, the exemption available to molasses 
under Section 3(3)of the Act was withdrawn. 
The normal rate of 25 per cent was allowed 

While wheal alone had been exempted, 
wheat products like wheal lloiii. sraiji, maida 
and alta continued to be subject to ti lax ol 
4 per cent. Prior to revision, sales lax at 5 
per cent was levied on the sale of food ttnd 
drink.s by hotels and rcstaui ants, whose annual 
turnover exceeded Rs 18 25 lakh. The 
exemption limit in Karnataka and Andhra 
Pradesh was Rs 2 lakh per annum. As it was 
fell that the above exemption limit was very 


high in Tamil Nadu, it was reduced Irom Rs 
18.25 lakh to Rs 3 lakh per annum 

A new section to provide lor the deposit 
ol the lax with the goveinmcni. in cases 
where the levy ol s.ilcs lax had been 
questioned in ■■ouris. and w lieie the l.iv h.id 
actually been collected w ,i.s mtioduced. The 
TNGST Alt was also amended to piovidc 
loi poweis to the Coiiimissioiiei ol 
Commercial Taxes to c.ill lor and examine 
any orders passed by any auihonty Kiwer in 
rank to the Comniissioner, since i( was 
iieces.saiy to prevent misu.se ol |M)wei by 
suhordiiiaie ollicers A .Sales T.ix Relorms 
Committee was also constituted The leinis 
ol rcleicnco of the comiiiillee weie wide- 
langiiig including acompleieie-examination 
ol the structure and levy ol sales (axes. 

(XIII) liiidgei 1993 94 

The lepori ol the High Powei Sales Tax 
Reloims Coniniiltee headed by B 
Vijayataghavan contained seveial 
recommendations.sonieoi which h.id a ma|or 
revenue impait and some ol which involved 
signilleant proieduial changes The 
reconimendalions sugge-.liiig leveiiuc 
changes had to he iniplenicnicd as one 
p.ickage and involved a net positive revenue 
impact. This also involved complete lemoval 
ol all exemptions toall goods and in.slilulioiis 
and a majoi step up in the levy ol additional 
sales lax including a change ovei to ‘total 
turnover' instead ol taxable turnover' The 
conimillee had also leconimended ih.inges 
III the exemption limits, grouping ol lales, 
merger ol surcharge and additional siiicharge 
with basic i.ix and liirlher extension ol 
concession loi law niaierials used in 


1 xhl I Cl 


T.ixable I uinovei 
I’cr Annum 

KsO In 10 lakh 
Ks It) lakh III 40 lakh 
laxuhle 

Ks 40 l.ikh III I cinie 
Rs I croie In s cioi',- 


Thr then Pievailiiig 
Kales ol Additional 
Sales lax (I'er Cent) 

l-xenipl 

I JS (on ciilire 
liirnovei 
I S 

?. 2s 
.2 S 


K.s S rroa lo '9 crore 
Above Rs 10 iioie 


The revised lax slahs .md rales were as below. 


Taxable Jui novel Revised Kale of 

K'.' Annum Additional Sales 'fax 

(I’er Cent) 

KsO 10 lakh Exempt 

Ks 10 lakh to Ks I crore I S 

(unilorrn exemption 
lorthelirslKs lOlakh 
was given in this slab 
only) 

Rs I core lo S crore 2 

K.s 5 crore lo 10 eiore 2 25 
Rs 10 crore lo 300 crore 2 5 
Above Ks 3(M) ciorc t 
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manut'acturing goud.s. The non-inflationary 
situation might have warranlct) 
implementation of the whole package 
including withdrawal of all exemptions. But 
in view of the fact that domestic industry hud 
to become cost-compelitivc and quality 
conscious, it was felt that it was not the 
appropriate time to iiicrea.se the tax burden. 
Keeping the above facts in mind il was 
decided to implement certuin key 
recommendations which together con.stitiited 
a major package ol tux relorm 

All Items which did not figure under 
specific schedules were taxable at 8 percent 
as per section 3( I). The above section was 
deleted and more number ol items were 
spccit'ically brought under .Schedule I. This 
was a major reform following which raw 
materials used in the muiiiiluctiirc of items 
cominguiider the residuary entry wereentitled 
to the concessionul tiix ol 3 per cent under 
Form XVII. which was instrumental tn 
bnnging down prorJuction costs in industry. 
Simultaneously, the Section 3(3) was 
expanded with a view to exclude, besides 
naphtha and molasses, items such as mineral 
oils, lubricating oils and gases. As a turlhcr 
step towards decreasing the cost of 
manulacture. the concessional rate of lax at 
3 per cent was extended under Seclioii 3(3) 
to packing materials, labels and consumable 
u.scd in manufacture. 

Rligihiity of sales tax exemption up <o a 
total turn over of Rs I lakh under Section 
3( I) which benefited only .some dealers was 
made available to all rcgi.stcrcd dealers with 
a total turnover of less than Rs I lakh under 
the Tamil Nadu General Sales Tax Act. 
irrespective of the schedule under which the 
gmxis tall. Ol a total of l..S() lakh dealers 
asscs.sed. 60,000dealers dealing i n Schedule 
I goods benefited. The industry and trade 
welcomed the above reform doing away with 
assessments for a large number of traders. 
Consequently, the commerical taxes 
department was left free to concentrate on 
large cases. The .self-assessment scheme 
which benefited only 6,()()() dealers was 
liberalised so that more dealers could avail 
of the facility. It was anticipated that with 
the libcrahseil prrKedure. an additional 68,(X)0 
dealers would be benefited. 

Following the judgment of the Supreme 
Court and also the Madras High C^urt on 
the levy ol sales tax on works contracis. tt 
had become necessary to bring in certain 
amendments to set right the deficiencies 
indicated by the courts. Thus all TNG.ST- 
sutfered goixls u.scd in works contracts were 
exempted from tax. Simultaneously, while 
the rates existing tn Schedule IV weic 
continued till March 11.1993. and thereafter, 
all the taxable goods in works contracts bore 
the same rates as if they were sold, that is, 
the same rates as in other schedules. Since 
works contracts did not involve manufacture 


and full exemption for TNGST-suffered 
goods was provided, gorxJs in works contracts 
were not eligible for the concessional rate 
under Section 3(3) using Form XVII. 
Necessary amendments to the above were 
brought in that budget session of the 
legislature. In addition the facility of a 
compounding provision was extended on an 
optional basis in respect of civil contracts 
with a compounding rate of tax of 2 per cent. 
The levy of the tux in respect of civil contracts 
was considerably simplified. 

The levy of sales tax on leasing transactions 
was also simplified. Goods which had already 
sutfered tax locally underTNGST would not 
suffer tax again when on lease. The rates ol 
taxable goods under leasing contracts were 
to bear the same rates as if they were .sold, 
that is the same rales as in other schedules. 

In order to hold the price line, the 
recommeiKlations ol the commi ttce to remove 
all exemptions to goods and institutions and 
regarding mergerof surcharge and additional 
surcharge with the ba.sic tax were nut accepted 
by the government. At the same time a 
comprehensive grouping ol gowls and a 
simplification ol lax rules were implemented. 
As against the then existing number ol 17 
lax rates and the recommendations of the 
committee to bring it down to 13. it was 
decided to adopt only .3 rates, plu.s4 additional 
rales lor a few specific goods. All goods 
coming under .Schedule I and Schedule VI 
were to be subject to lax undei any one ol 
these nine categories. The new lax rates were 
as follows: 1, 3, 5, 8. 12, 16. 20, 25 and 50 
per cent. 

The gniuping had been undertaken keeping 
in mind the nature of goods such as articles 
ol mass consumption used by the piair. raw 
materials and othci common articles, 
inicrmediatcs, machinery, goods used by 
middle income groups, luxury goixls, special 
goods and foicign spirits. In this process of 
regrouping the rate of tax was brought down 
in respect of many goods. A few goods, 
however suffered a slightly higher tax in 
view of the regrouping. 

The lax rates were brought down i n respect 
of the following goods (Table C). 

Apart from the above products of household 
and daily use, the rates in respect of a wide 
range of many other goods used by the people 
were also brought down. They included the 
items in Table D 

Further, as part of the rationalisation 
process, the i,ilc of tax in respect of some 
industrial products was also reduced 
(Table El. 

The I'ates in respect of a large number of 
goods of common use were reduced, some 
upward revision of goixls used mainly by 
afthienl classes was also made. It was ensured 
that the tax on kerosene had been reduced 
and that there would be no change in the lax 
on diesel. As part of the rationalisation process 


the tax on petrol was raised from 18 per cent 
to 20 per cent as in Kerala and Karnataka. 
The following is an illustrative list of 
Items where the rates were revised upwards 
(Table F). 

In another .simplification, the spares and 
accessories were charged at the same rate 
applicable to the basic goods subject to a few 
exceptions. The revised ratesof tax in respect 
ol all goods, consequent on the major 
regrouping undertaken took effect from 
March 12, 1993. 

As regards levy of additional sales tax 
some relief particularly to smaller dealers 
and manufacturers was given and the tax 
slabs were mcxlified keeping <n mind the 
major revisions in turnover that took place. 
The first Rs 10 lakh of taxable turnover in 
respect of all dealers having a taxable turnover 
of less than Rs 1 crore was exempted. This 
benefited smaller dealers and manulacturers 
and al.so discourged suppression of turnover 
at thccros.sovcr point of Rs 10 lakh. The rales 
and tax slabs which prevailed pnur to revision 
were as indicated in Table G. 

The modification of the levy ol additional 
sales tax had been made alter careful 
con.sideration taking note of the fact that 
small dealers and manufacturers should he 
given some relief and there should be more 
transparent accounting at the Rs 10 lakh 
turnover point. The question of dispensing 
with the provision regarding passing on the 
additional sales tax to the consumers was 
also considered. As the effort was to bring 
down prices it would not be appropriate to 
allow any scope for upward movement of 
prices and hence the above question was 
dropped. The reviseil slabs and rales of 
additional sales tax took elfeci from Apnl 
I. 1993. 

As part of tax reform, the entries in 
Schedules II and III were amended bnnging 
the.se entries in line with similar descriptions 
inthcCentralExciseTariff Act 1985, leaving 
no change in the. rates in these Schedules. 
In order to prevent lax evasion and eliminate 
the leakages. Schedule VI was expanded 
with a view to include a lew items which 

Tabi.e H 

{Per ceni) 

Goods Rate of Tax 


Pre-recorded cassettes (both audio 
and video) and compact discs 3 

Instant coffee 5 

Scented nut, roasted or scented sceval 8 
Steel alinirah, office equipment, etc 8 

Bi.scuits, toflecs and other branded items 12 
Soaps I2 

Tooth pastes, tooth powders 12 

Scents and perfumes, hair oils, etc 16 

Suitcases, etc 8 

Vegetable oils 3 

Timber 8 

Cardamom 3 
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were evasion-prone. The new items included 
under Schedule VI and the tax rates were, 
aerated water and bottled or packed soft 
drinks at 8 per cent, ice-creams and ice fruits 
at 12 per cent and shampoos at 16 per cent 
I n order to prevent any ca.scading, the values 
that suffer tax at the first point were set off 
at the second point. The Supreme Court had 
since held that a section similar to the earlier 
Section 3(4) of the Tamil Nadu General 
Sales Tax Act was valid. The above Section 
was reintroduced whereby when raw 
materials were purchased within (he state 
under Form XVII and the finished product 
was consigned out of the state, the raw 
matenals would be charged an extra 2 per 
cent. Several other procedural and 
rationalisation changes suggested by the 
committee including rationalisation of 
penalties were implemented most of them 
with effect from March 12. 19‘f3. 

fxiv) Builftet IW4-95 

As part of the exercise to minimise 
ca.scading ol taxes governmcni announced 
Its decision to extend the concessional rate 
under Section 3(3) to some mineral oils, as 
notified, and gases used as raw materials. At 
the same time diesel winch is used as a fuel 
was not entitled to the concessional rate 
under Section .3(.5) With a view to prevent 
evasion nt sales taxes, some evasion-prone 
Items were added under Schedule VI (Table 
H). 

The rate ol tax on kirnitiire was stepped 
up from 8 per cent to 12 per cent and furniture 
was also included us a separate item under 
.Schedule VI. 

In the earliei year’s budget, when the 
compounding rate ol tax at 2 per cent for 
civil works contracts had been introduced, 
the time allowed to exercise the option for 
1993-94 w.is up to June 30,1993. In response 
to the representations to extend the period 
for exercising the option, it was decided to 
allow time up to June 30, 1994 to excreise 
option for the years 1993-94 and 1994-95. 

The High Power .Sales Tax Reforms 
Committee headed by B Vijayaraghavan. in 
Its report [GoTN I992| had recommended 
the complete withdrawal of almost all 
exemptions for goixis and institutions. Bven 
items of common u.se like paddy, rice, wheat 
and common salt were recommended to be 
brought within the tax net. Nevertheless in 
order to prinect the poor from any possible 
increase in prices, the government cho.se to 
continue the exemptions on a number of 
goods which were mainly used by the poor. 
Thus the following goods were to continue 
to be exempted from tax. 

- Primary Ibodstuffs which arc unprocessed 
such as cereals like rice, wheat, fresh milk, 
common salt, Iresh meat, fresh vegetables 
and fruits, etc. 


- Some agricultural and horticultural produce 

- Some agricultural inputs 

- Simple agricultural implements 

- Animals other than race horses 

- Pottery and some palm products 

- Family welfare items 

- Blood and plasma, some lilc saving 
medicines, certain country drugs and all 
physically handicapped welfare prosthetics 
and appliances 

- Non-convcntional energy devices and 
boilers using municipal waste 

- Slates, slate pencils, wrxid covered lead 
pencils and chalk pieces 

- Cloth rags 

- UNICHF Greeting caids and calendars 

- Cycle rickshaw (without motor) 

- electrical energy 

~ Bangles otherthan those madeof platinum, 
gold or silver. 

- Kuinkum and kajal 

- Readymade ’thali’ 

In addition to the above goods, synthetic 
gems, xerox copies, laser copies and computer 
printouts on papci that had been taxed, and 
niter-slate sales of coconut were also 
exempted from tax 

Industry and trailc had been rcpre.senling 
that additional sales tax (AST), suicliargc 
and additional surcharge on sales tax should 
all be merged with the basic sales tax and 
an even more sim|)le rate system be evolved, 
together with a concessional rate foi capital 
goixIs. This issue had been gone inio by the 
National Institute ol Public Finance and 
Policy (NIPFP) in the contexi ol the 
intnxluction of a Value Added Tax (VAT) 
system. Aftci the ie(X)rt ol the NIPFP was 
presented to the govcinincnl ol India, the 
liiiion finance minister held a meciiiig on 
May 27, 1994 with all the state I'liiaiicc 
ministers to con.sider the re|x>rt of the NIPFP 
It was then decided that a committee ot Id 
state finance ministers would go into the 
whole issue ol lax rationalisation fuithcr. 
The levy of Consignment Tax had also 
been referred to this committee. The 
introduction of VAT in the state during 
1996 was largely ha.sed on the committee’s 
report (Gol 1995]. 

(xv) Budget IV95-96 

The budget placed emphasis on a new 
statc-specillc action plan for industrial 
development, which included a well-lhoughi 
out fiscal policy. It was staled that the 
government would make efforts to establish 
a simplified and rational lax system in Tamil 
Nadu. As one of the main i.ssue.s aftccting 
the compelitivenessof industry among states 
was the incidence ot sales taxes on industrial 
inputs, it was decided to minimise the 
cascading of taxes. As part of this process 
the budget referred to the scope of the 
concessional rate ol tax being widened for 


inputs under Section 3(3) of the Tamil Nadu 
General Sales Tax Act for many items in 
1993-94 As noted earlier, budget 1994-95 
had announced (he extension ol the 
concessional rate ol tax under Section 3( 31 
to some mineral oils as notified, and ga.ses 
used as raw materials llowcvci this could 
not he implemented due to revenue 
considerations. Alter a review ol the whole 
issue of taxation on inputs for industries, it 
was felt that all inputs into a manufactiinng 
or iiidusliial prix'css should at iKst beai a 
nominal lax. Accordingly all mineral oils, 
lubricating oils, quenching oils, greases and 
ga.ses which were then not eligible loi the 
concessional rate of lax under Section 3(3), 
were made eligible for the coneessioiial rale 
ol basic sales lax of 3 per cent, lliis was 
meant to help .several industries relying on 
mineral oils and ga.ses as feed .stock and 
primary industrial tuel and make their 
products competitive Ifiesel would, 
however, continue to be ineligible for the 
concessional treatment as it was mostly used 
as Kiel lor vehicles Petrol, aviation fuel and 
liquor weie also not eligible since these were 
not industrial inputs. This coiKcssion 
involved a loss ol leveiuic ol about Rs KO 
cioic pel aniuini The budget also decided 
to totally do away with the 5 percent sales 
tax levied on looil and drinks .served in 
restaurants and hotels. The loss ol revenue 
on this count was estimated at about Rs 20 
crore per annum 

III an ellort to broaden the tax base, the 
previous year’s budget had reviewed the li.st 
ol goods exeiiipted Irom tax and brought 
within the tax net those goixis whtcli could 
bear the niimiiium rate ol lux. Based on 
represeiilalions received theicallci the 
govcinineni had alic.idy icsiotcd the 
exeiiipiion to the following goods coconut 
thatches, luewood, te.iding books iiicludiiig 
text books, students' note bixiks and copy 
books, poultry Iced, labbit Iced, monkey 
lecd and pig Iced, korai grass, iiidigciioiis 
products ol sericiilluie. dessicaled coconut, 
broom suck, wiiiiiig peiiials, i oloui per ils, 
eiaseis. sharpcneis, iieiis. b.ill point pens, 
relills,eboii'lepeiis,eboiiiieballpiMis, wii mg 
ink including ink tablets, black boards, 
dusters, geometry boxes, dissection boxes 
and other instiuments tor drawing or 
dissection, stitched handloom and milliiiade 
handkcrchicls, palm jaggery, charcoal, 
packed pickles weighing below .5(1 gm. and 
uppulams and vadams. 

Taking note ol lurther repicscntations and 
the needs of the common man and children, 
the budget announced exemption to the 
following goods from sales tax; candles, 
rubber play balls, hurricane lights, kerosene 
lumps (other than gas lights and petroniux 
hghts) and their wicks and glass chimneys, 
and non-pressure kerosene stoves. Manually 
operated agricultural leveller and hoe and 


Economic and Political Weekly January 18, 1997 


125 



animal drawn leveller were also declared to 
be exempt from tax It was recognised that 
caidboard boxes were being tiixcd at the 
residual rale ot 8 per cent while corrugated 
boxes were taxed at 5 per cent and the entry 
in Schedule I was amplified to include 
cardboard boxes so that they would also be 
taxed at 5 per cent. 

The electronics industry is an important 
growth industry.The rale ol tax on electronics 
goods was already at the low r;ite ot .1 pet 
cent However, nianulacturcisol electronics 
goods hud indicated that cci tain components 
ot electronics goods like small iraiislurmers 
and capacitors meant lor railio. television 
and electronic equipment weic being charged 
at a much higher rale, 'fhey htid requested 
unitorm treatment ol all com|)oncnts going 
into electronic products. The government 
decided to reduce the rate loi small 
transformers u.sed in electronics equipment 
including power and control translormeis 
(stepping down liom 2.'5<l V to le.ss than I (M) 
V power laimg not exceeding 250 V), buck/ 
boost iranslormers (230 V/less than 100 V). 
inveitei transformers, i.solaiion transformers, 
reclifiei translormers. teiro resonant 
trnnstormers, line driver transtotmers (less 
than 50 V A), fly back transformers/line output 
translonners/exlra high tension transformers, 
mam filler translormers, line driver 
Iranslormers (Icrritc core), toioidal core 
Iranslormeisaiid R-Core translormers. switch 
mode power supply translormers Irom 12 
per cent to 3 per cent. The lax on capacitors 
other than llmse to he spccilied m hem 38- 
A ol Parl-D ol .Schedule was reduced lioni 
8 pci cent to 3 per cent, while (he powei 
factor and shunt capacitors (1 KVAR to 
1(H)KVAR - 415 V to f.W) V) were to be 
spccilied in Item 38A ol I’art D ol Schedule 
I explicitly at 8 per cent. Electrical 
translormers including transmission powei 
transformerst 33 KV to232 KV),dis(ributton 
lran.slormei.s(25 KV or (hereabouts), I urnace 
transformers, resin potted iianslormcrs (11 
KVa or thereabouts), welding transtormers, 
step-up transformers (23()V/up, 5 to 50 KV 
and 415/5 to 50 KV), auto transtormers 
(variac). in.sirument transformers I ike current 
transtormers and potential transfoi niers, and 
parts and accessories were to continue to he 
taxed at 12 per cent. 

The ratcof tiix on Uilleries was 3 percent. 
LoKcrics organised by difterent state 
governments were allowed to be sold in 
Tamil Nadu.The levy ol salesiax on lotteries 
had been reviewed Lottery tickets were 
different from other goods in that their 
intrinsic value was negligible. They weie not 
ful ly tradeable or .set/able goods over a length 
of time. After a draw, except the winning 
tickets, they were of no value. 1’he dealers 
had also represented to the government the 
problem of unsold tickets. In view ot this 
they had requesteu a compounding system. 


.Such a system was in vogue in Rajasthan. 
Taking notcof these representations and also 
with a view to cn.sure that a substantial revenue 
from lotteries was realised, the government 
decided to introduce acompounding system. 
Accordingly every dcalci (which term 
includes a di.stributor) of lottery tickets in 
Tamil Nadu was allowed to compound the 
lax liability in resfiect of lottery tickets and 
pay a compounded amount at the following 
rates, namely. 

Weekly draw Rs (i.OdO 
Moiitlily Instant draw Rs 15,(K)0 
Monthly Bumper draw Rs 15,()(K) 
Festival Bumper draw Rs 2(),0()() 

This .system of compounding was to be at 
the option ol the dealer who would have to 
opt for the compounding system before 
June .30. 1W5. 

Section 12 of the TNGS'I' Act indicated 
the penalty that was to be chaiged in the 
event theie was difference in the lax assessed 
and llie lax paid as per the return The lowest 
slab rule ol jicnalty of 5<t,/ . cent was levied 
if the tax ,.. •' as per the return lell shoil ot 
the tax assessed on lltial assessment, even 
by a small amount Dealers had represented 
that there could be small variatitms between 
the tax as per the return and tlic linal 
assessment due to accounting and computer 
errors and they should not be pemihsed .it 
the very stifl rale of 50 per cent. It was 
Ihcrelorc decided that a penal rate of 25 per 
cent would be levied it the dittercncc between 
(he (ax assessed and the (ax paid as pci the 


return was not more than 5 per cent. The 
existing rate of 50 per cent of the difference 
of tax assessed and the tax paid as per the 
return would continue if the tax paid as per 
the return fell short of the tax assessed on 
final assessment by mure than 5 per cent buiT 
not more than 15 per cent The other slab 
rates of penalty would remain the same. It 
was also decided to exempt weaning food 
sold to district collectors for the free noon 
meal programme fur school children, by a 
.separate notification, in continuation of the 
exemption then available for pul.scs and oil 
sold for the programme. 

It was decided to amplify and correct the 
cxi.sting entry in Schedule 111 B lor water 
to make it clear that distilled water and 
mineral water in any fonn of container, and 
water sold not only in bottles and sachets 
but also in jugs and jerry cans would not be 
exempted. Water sold in large drums, animal 
or Iracloi-drawn tanks and lorry tankers will, 
however, continue to be exempt Trade had 
been in two minds about the inierpretatioi; 
ol the 40-day time limit given by the govern-' 
ment for "m transit’ sales under the Gentral- 
.Sales Tax Act. It was propu.scd to clanfy by 
a separate notification that this 4()-days 
limit was an overall total limit for a set 
of goods even if theie were a series of 
such sales in those goods However 
transactions piior to April I. 1005 would 
not be reopened on this issue 

(To be concluded) 
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DISCUSSION 


Maxi Devaluation and Contraction 

Ravindra H Dholakia 


countries are from all continents of the world 
and different categories of income.' The 
relevant range of trade dcl'icil in relation (o 
impotts is not a.s nartow as Sen seems to 
think 


THIS is in response to Pronab Sen’s reply 
(EPW, December 14. 1996) to my 
observations (EPW, November 23,1996) on 
his lucid exposition ‘Cooper’s Contractionary 
Devaluation Hypothesis: A Note' (£PIV. July 
27, 1996). My main argument was not to 
show that “contractionary devaluations, at 
least in the Cooper .sense, are at best a 
curiosm". In fact, 1 appreciated Sen's analysis 
that with trade deficit, if the home good and 
imports arc gross complements in 
consumption, it is possible for the small 
devaluations to he contractionary. It is al.su 
clear that I am in full sympathy with Sen’s 
objective of investigating only the necessary 
condnions under which devaluations could 
turn out to be contractionary in the Cooper 
sense. However, my main point was that 
.Sen's generalisation of these results from his 
Iramcwork to include the case of ‘maxi’ 
devaluation requires abnormal demand and 
supply conditions to be assumed. Sen (EPW. 
December 14) does not agree with this point 
because he tinds my Figure 1 to be 
"lundamenlally incorrect or, at best, 
incomplete” since I had “considered only the 
price ejfect of a devaluation but not its income 
effect". He then redraws the figure with 
exogenousexports (X„)cxplicitly introduced 
along with imports (M„) to form <i trade 
deficit. He then goes on to ‘show’ that my 
argument, that contractionary maxi de¬ 
valuations are incompatible with a U-shaped 
PCC IS not true According to him the 
gross complementarity between the 
home good and imports is not required 
over the whole range but only within the 
range defined by the trade deficit relative 
to the level of imports lor the ‘maxi’ 

Tabi-i;: Freouency Distribution of Couniries 
Having Trade Deficit IN 1991 


Trade Deficit as No of Counlr.es 

Per Cent of Imports 

(T-To 10 

11-20 II 

21-30 12 

31-40 10 

41-50 6 

51-60 5 

61-70 8 

71-80 6 

81 and more 2 

Total 70 


devaluations lobe contractionary. And argues 
Sen. “even in an inward-unented country 
like India, this proportion has rarely crossed 
20 per cent, and it is usually even smaller 
in the more open economies ot Asia, Africa 
and Latin America including those which 
have taced serious balance of payments 
crises”. 

First of all, let me correct Sen on facts. 
In 1985-86 when India barely started 
following nominal exchange rate policies 
seriously, this proportion was about 4.5 per 
cent and in 1990-91 it was about 34 per cent 
(sec Economic Survey 1995-96, p 93). Maxi 
devaluations are generally required only 
under exceptional circumstances and not 
regularly. About other countries, the Table 
is self-explanatory. Out of the 70 countries 
showing trade deficit, in as many as 49 (i c, 
70 per cent) countnes, the trade deficit 
exceeded 20 per cent of the imports, and in 
27 countries (i e, about 40 per cent) the 
proportion was more than 40 per cent. The.sc 


The most interesting thing, howcvei, is 
that the relative magnitude of the trade deticn 
is not so relevant to the argument here. In 
fact, in my figure {.EPW, November 23), 
which Sen finds incomplete, exports arc 
Ignored. If we add exports, as Sen has done 
in his reply {EPW, ITccembci 14), it only 
strengthens my position In order to appreciate 
the argument, we consider the iTguic which 
IS basically .Sen’s figure with some additions. 
If exogenous exports (X„) equalled impons 
(M„). 1 e, trade is in b.ilance, any devaluation 
(1 e, a sleeper price line through the initial 
cqu 1 1 ibn um poi nt H„) 1 .s al way s ex paiisionary 
It, at the other extreme, we assume cx(Mirts 
to he zero (as I implicit ly did i n my comment). 
the ‘maxi’ devaluations which are represented 
by pnee lines .steeper than AF., will be 
expansionary when HCC is U-shaped. 
Therefore, if the home good is a nomiiil 
good, ‘maxi’ devaluations will necessarily 
be expansionary at any level of positive 
exports between zero and M,,. This can lie 


FltiORh 



Source: World Development Report.Woild Bank, 
1993. 
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readily seen from the Figure. Point E, 
represents the point of tangcncy between the 
inditTerence curve and the price line AE,. 
The price line DF is parallel to the line AE,. 
That is how the income effect of the 
devaluation through the positive exports of 
X„ comes into the picture. The point of 
tangency (i e, new equilibrium) has to be on 
the line segment F,F if both the goods, i e, 
home good and imports, arc normal gotxis.'' 
Thus, the minimum of the |K>ssiblc ‘maxi’ 
devaluations given by the price line AE, (i c, 
exchange rate from e„ to e,) which turned 
out to be just about non-contractionary in 
the case of/.ero exports, would be positively 
expansionary with any positive level of 
exports. 

However, if the aggregative home good 
is an inferior good,' the magnitude of the 
devaluation of e„ to is not sufficient to 
avoid the possibility of contraction and, 
therefore, not a ‘maxi’ devaluation by 
definition. In such a ca.se, the higher extent 
of devaluation which would prixluce non¬ 
contraction would be considered as ‘maxi’ 
devaluation. Any way, it is difficult to 
think of the aggregative home good as an 
inferior good in a reasonably large country. 
Apart from the plau.sibility, the main 
point IS that even the ca.se of inferior home 
good is not enough to allow the possibility 
of contra'-tionary ‘maxi’ devaluations in a 
country if the PC'C is U-shaped. Thus, in 
order to identify the required additional 
restriction or assumption tor deriving the 
necessary condttinn lor contractionary 
maxi devaluations, consideration of posi¬ 
tive exports is superlluous. If PCC is 
ll-shapcd, maxi devaluations would not 
be contractionary (whether or not we 
consider exports explicitly). On the other 
hand, gross complementarity of home 
good and imports is a necessary con¬ 
dition for smaller devaluation (i c, between 
c„ to Cj) to be contractionary as demonst- 
lalcil by Sen in his paper (KPW. July 27) 
and ns can be readily seen Iroin the 
Figure. 

For contractionary maxi devaluations 
to occur. It is necessary that PCC is 
monotonically rising over the whole range, 
1 c, home good and imports arc gross 
complements over the whole range, giving 
rise to abnormal demand conditions. 
However, i f abnonnal demand or preferences 
arc assumed, the very concept of ’maxi’ 
devaluation is nut well defined only through 
imports. It can only Ik meaningtully defined 
when export .supply is explicitly considered 
as endogenous. It is only in this context that 
I suggested consideration of export supply 
function in a note in my observations (EPW, 
November 23). 


Finally, Sen’s reply only strengthens my 
position that the possibility of contractionary 
‘maxi’ devaluations dcKs not arise from his 
model unless abnormal demand conditions 
are explicitly considered. 

Notes 

1 Although Sen iEPW, December 14) has not 
staled so explicitly, if he is talking about the 
trade deficit net of autonomous imports, his 
claim cannot be verified with readily available 
data. 

2 Sen comes very close lo this point in his reply 
when he states that “once the nominal income 


raising effect of the devaluation is recognised 
the PCC cannot be assumed to remain 
unchanged. The PCC will necessarily shift 
upwards, but the magnitude of the shift and 
its position relative to the original PCC ore not 
uniquelydeurminable”. However, the direction 
of the income effect implied by the shift is 
certainly determinable, and that is all we need 
here 

3 In his n^ly .Sen has implicitly assumed that 
the home good is a normal good, otherwise he 
would not .state that “the PCC will necessarily 
shift upward". If home good was an inferior 
good, the PCC would shift in response to 
devaluation in such a way that the new PCC 
would intersect the old U-shaped PCC. 


* Arc nation-.states about to make their exit from the stage of hi.story? 
’ Wha t isgoing to be the future shape of inter -imperialist contradictions 
and what kind of dangers and potentials arc contained in them? 

* Will the Third World nation .states lose their .sovereignty to the 
imperialist countries as they had in the colonial period or is it more 
the ca.se that sovereignty of nation -.states in general is being made porous 
by the v.lobal mobility and fluidity of capital? 
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- tlm ri> Afa Is flwti tiiw P s t th i i e li i h l 

Tcasantness’ as Empowerment *' o..iJnwi*6«, 

The ‘new’ populism and the ‘new’ right, both of which emerged after 
the 1960s and consolidated during the 1990s, arc structured discursively 
by the agrarian myth and witli it the reaffirmation of peasant essentiali.sm. 

In the third-worldist di.scourse whicli the more recent and postmodern 
variants of the ‘new’ populism share with the ‘new’ right, this innate 
peasaniness is represented ideologically as the recuperation ol a cultural 
otherness/diffcrcncc that can now be celebrated. Alienation thus 
metamorpho.scs into its ‘other’, peasantness-as-empowerment. PE-27 

New Political Economy 

The new political economy is internally inconsi.stent and ahistorical, is 
oriented towards justifying market-centred economic policies under autho¬ 
ritarian regimes, is dependent on the rich world institutions for its success 
and ignores the importance of institutional factors in the development proce.ss. 

Its analysis of ‘rent .seeking behaviour’, however, has a certain relevance 
to contemporary less developed country political economy. PE-13 

A Debate Revisited 

Whether a certain process of Icchnological change along with some 
other conditions has brought about a capitalist transformation of Indian 
agriculture in the post-independence period has been much di.scusscd. 
However, the discussion has in general been characterised by a kind of 
historical imprc.ssionism which is unfortunate and indeed curious 
considering the essentially Marxist terms of the debate. PE-43 


Hijacking W'FO 

The conlentioiis issues of most 
eoni’cin to die developing eouiUrics 
- most impoiinntly, eiil.iiging their 
exports’ aceess to developed country 
maikels - were kept out of the 
deliberiitions ol the WTO ministerial 
conlerence in Singapore. Instead 
the conlerence concerned iisclt 
actively wilh bringing new aieas 
within the put view of the WTO. 
which the developed countries have 
been pushing for 152 

Calcutta as Bengal 

In spile of technological possibilities 
and the apparently incieasing wealth 
and political mlliiencc ol ruial West 
Bengal, proprietors of Bengali 
newspapers have not taken the road 
chosen by their eounicrpaits in 
much of the rest ol India. 141 

PDS and the Market 

Price fornuuion m the loodgrains 
markets cannot be understood 
without reference to eonsunicr 
switches between the open market 
and th( public distribution system 
(PDS). This IS an important as[)ect 
of the foc*d economy, lor an 
cvaluiition of state intervention must 
ctm.sider not only the welfare of its 
targeted beneficiaries but also that 
of households without access to 
the PDS who may nevertheless be 
affected if the working of the 
PDS has a hearing on the open 
market. 162 


Husain and Hindutva 

Targeting M F Husniii lor his nude 
portrayals of Hindu goddesses can 
be lead as a continuation ol upper 
caste tlii’idii preoccupation with the 
policing of female sexuality in order 
to build a ma.sciiline nation out of 
homogeni.scd hindutva. 155 

Accounting and Economy 

The discitr'-ive piacttccs of colonial 
governance rcin'eicd India within the 
framework ol modeniisl knowledge. 
The collection of statistics was 
ciucial to the regulatory practices of 
governance based as they were on a 
new kind of political raliunality. 

The discourse ol the ‘Indian 
economy’ can thus he traced to the 
discipimuiity of accounting. PE-2 

Medical Encounters 

Western medical discourse occupied . 
an important place in the process of 
colonisation. A look at the 
responses of the marginalised 
priiclitioners of indigenous systems 
to western medicine and the colonial 
di.scuursc. 166 

Hongkongisation’s Victim 

By gunning down Dalta Sarnant the 
enemies of the working class have 
succeeded in getting rid of a leader 
who. with all his limitations and 
inhibitions, could still dare to fight 
for workers' rights in these dark 
days of the Hongkongisation of 
Mumbai. 147 





LETTERS TO EDITOR 


Shy^at^ Charan Dube 

GOOD but. not great is the impression one 
gels of Shyama Charan Dube on reading the 
obituary written by Andre Beteillc (March 
30, 1996). Perhaps Dube made a forceful 
debut in sociology and anthro[>ology as a 
field worker, writer, scholar and university 
personality; even as a pace-setter with the 
first full-length monograph on an Indian 
village and with the next book. India's 
Changing Villages, “responded to the 
changes taking place around him". His 
notable contributions to the twin disciplines 
on the administrative side lay in making the 
Indian Institute ol Advanced Study in Shimla 
a “haven” for members of the profession 
“throughout the country" more or less as an 
advancement of the earlier experiment at 
Mussoorie. These were probably the best of 
the innings he played in hisschoinriy pursuits; 
and a person of such talents could have 
achieved greater heights had he realised his 
potential in that regard That is the message 
Beteille seems to convey. 

Some reflections on why and how the full 
realisation did not follow are then oflered 
at the level of societal and personality based 
factors. On the first count a mention is made 
of the relatively young age of the discipline 
“with mure spaces available then than it has 
now". Not quite. D P Mukerji, N K Bose, 
D N Majumdai and Irawati Karve hud to 
remain Readers till they had crossed the half 
century mark and already made substantial 
contributions; and Dube hud to undergo the 
embarrassment of being an ex|H:rt on the 
committee considering the appointment of 
Karve to a Professor’s position At the time 
when he became a professor in India, the 
number of chairs could be counted literally 
on one’s fingers. The paucity of professors 
in the context of the growing number of 
universities in the 1950s and the 196()s made 
heavy demands on the profcs.surs' expertise 
and lime. Dube was among those who gave 
his time “generously”, partly also because 
it enabled him to enter into interactions not 
easily available to those “placed in a remote 
provincial university". He was not averse to 
the idea of living and working in a less 
remote provincial university or moving to 
a cosmopolitan centre and had made it known 
to a few uni vci sides of his willingness to do 
so, but things did not click. The only route 
then left to him to operate in institutes of 
national significance and coverage was 
through extra-university channels. To these 
institutes Dube tried to extend the university 
culture as much as he could and in turn make 
those institutes as much hospitable to as 
many universities as was feasible. Instead of 
saying that he piayed the role of “both a 


scholar and a publici.st’’ it would be fairer 
to say that he was ‘a scholar and an ambas¬ 
sador’ for sociology and anthropology. That 
he belonged to a generation “which perhaps 
overestimated the extent to which India 
needed its services” is a matter of opinion 
expressed in an intergcncrational context; 
but he did belong to a group of scholars for 
whom the drawing room and the office 
provided ample scope for delivering insights 
through monologues to the next generation. 
To this elite belonged, among others, the 
likes of G S Ghurye and irawati Karve. Dube 
was made ample use of by persons 'with a 
real or imagined iniciesi’ both in public and 
academic pursuits. 

A few words about the personality of Dube: 
“rich and vibrant”, “which found it hard to 
cope with boredom or the routine of everyday 
academic pursuits... as endless and fruitless”. 
It relates to the primacy nr the balance one 
strikes among different facets of one’s 
personality. The two philosophies of 
education being an end in itself and being 
socially relevant in various spheres of life 
are different, and arguments on either side 
can be advanced with equal vigour. Basically, 
it is a matter of choice: Dube’s options were 
nut the same as Bctcille’s and they had 
expressed their respective positions both in 
.seriousness and lighter moments in plenty 
in their lively interactions. These have to be 
respected. A little clarification is however 
offered on the remark that Dube “wrote 
easily and seemingly without effort or 
exertion”. Me was not a soft supervisor or 
examiner and always.stressed the desirability 
of not rushing into print. Towards the end 
ol the 1950s and the beginning of the I960.S, 


it took him an effort of three years to organise 
field studies to write just one paper 
questioning the relevance of the 'dominant** 
caste’, and he chose not to publish the results 
of the full study in book form. A few 
researchers however used the material for 
theirdissertations. Helovcdspinningapaper 
several times in his mind before putting the 
same in a form that could be sent forprinting. 
I’liis is how I observed him while working 
for one year at Sagar. 

Dube was, in a cricketer’s idiom, an 
allrounder, and the areas of his operation 
were academic and administrative, he loved 
both scholarship and leadership, in being 
meritorious both in content and exposition, 
and frequently told people where their 'show 
case’ was weak. Beteille thinks that had 
Dube confined his energies to .scholarship 
in the university structure, he could have 
realised his full potential in that regard. 
generous wish of an admirer who wants to 
.see the realisation of things he values most 
in the deeds of the admired! Yet I wonder 
if the "vibrant personality” would have 
attained the heights it did without the 
combination of elements of scholarship and 
leadership in the measure that he wielded. 
Then he would have to be a diflerent Dube 
whose obituary too would have had to be 
different. Cricket lovers hesitate to respond 
to questions like ‘had this happened then...', 
but folk wisdom of rural areas in and around 
Meerut has it in its own flavour “had our 
unce.storsnol died, cots m our sleeping parlour 
would have been spread up to Delhi” 

Bail Raj Ch,.iiuan 
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Shaky Data 

T here is mounting evidence that the quality of industrial 
statistics, particularly production statistics, has deteriorated 
badly in recent years. On closer scrutiny one finds that this 
has not entirely to do with the economic libcralissttion and 
thcdeliccnsingof industries. Nodoubt the removal of licensing 
requirements may have encouraged industrial units to not 
supply the relevant data as regularly and promptly as in the 
past, but the problem has much ti) do also with the whole 
system of reporting industrial statistics anil had originated 
prior to the economic reforms. 

The current index of indu.strial production, which continues 
to have a base year as remote as 1980-81, is based on data 
collected for 352 items, of which 290 are from the 
manufacturing sector and carry a weight of 77.1 per cent in 
the general index. Of the balance, 61 items are from mining 
and quarrying with a weight of 11.5 |)er cent and the one 
remaining item, electricity, has a weight of 11.4 per cent. Of 
the 290 items of manufacturing indu.stry, from the small-.scale 
sector only in resiicct of 18 items arc production data proviilcd 
by the office of the Development Commissioner for Small 
Scale Industries (DCSSl) included in the index. These 18 arc 
out of the 83() items reserved for the small-.scale sector. In 
theircase expansion of capacity by medium and large industry 
has been prohibited. It is doubtful that production of these 
items by non-small scale units is adequately captured by the 
reporting system. It is well known that substantial production 
of the reserved items takes place in the large and medium 
sector and it is entirely likely that such prixluction goes 
unreported. This was the case even before the dcliccnsing of 
industries, though the economic liberalisation may well have 
encouraged medium and large units to be less inhibited in 
the production of items reserved for the small-scale sector 
than in the past. 

The major source of unreliability of the index of indu.strial 
production and the output series is, however, the system of 
coverage of manufacturing e.stablishmcnts for compiling 
production statistics under the Industrie.s (Development and 
Regulation) Act, 1951. Only factory establi.shments fulling 
within the scope of the IDR Act are required to file a monthly 
return of production. Under the Act a factory is defined as 
an establishment engaged in manufacturing having 50 workers 
or more if it uses ptiwer and 1(K) workers or more if it docs 
not. This definition is more restrictive than that of a ‘factory’ 
under the Factories Act where the cut-off point is 10 workers 
with the u.se of power and 20 workers without power. As 
a result, while the number of reporting units under the IDR 
Act is only about 10,(XX). the number of manufacturing 
‘fiKdories’ reporting under the Factories Act was as large as 


1,13,890 in 1992-93. Annual Survey of Industries (ASI) data 
show that some 89 per cent of all factories employed less 
than ItX) workers and accounted for about 21 to 22 per cent 
of total output. 

The supply of information by even the I0,(KX) or so units 
covered under the IDR Act has always been far from reliable. 
Even before the economic liberalisation, there were few 
instances of industrial csiablishmenLs being prosecuted for 
defaulting on the reporting of information as required under 
the Act. And now, with the winding up of the Directorate 
General of Technical Development (DGTD), the quality of 
production statistics gathered by the Data Division of the 
Department of Industrial Development has evidently 
deteriorated further, as is apparent from, apart from other 
indicators, the frequent and large revisions of the index of 
industrial production which have been found to be necessary. 
.Some revision of initial estimates is admittedly a necessary 
concomitant of any attempt to provide quick data. The rclea.se 
of quick estimates of the industrial prixluction index with just 
a three-month lag is not unimpressive. I'he September 1996 
index was thus released early this month. The ministry of 
industry also puts out two further sets of advance e.stimates 
of industrial output growth. The ministry releases data for 24 
selected industries with a weight of 50.37 per cent in the 
general index. Data for this go>?ip of industries for April- 
No vember 1996 arc thus alrcaiij a\ ai labic. Second, the ministry 
also releases prixluction dat.i for 172 selected industries at 
lea.st a month before the quick e.stimatc.s arc put out. These 
industries carry a weight of 88 per cent in the industrial 
prixluction index. As the coverage increases, the growth rate 
revealed by these advance estimates comes closer to that 
indicated by the quick estimates. In April-Scptember 1996 
the growth of the 172 industiics was 9.08 percent, which 
turned out to be close enough to the 9.8 per cent indu.strial 
growth revealed by the quick estimate of the index of industrial 
prixluction. The advance estimate forthc 24 selected indusU'ies, 
however, oftendivergesquite significantly from the subsequent 
estimate of the index of industrial prixluction. Thus during 
April-Novcnibcr 1996, the growth rate for this set of industries 
was only 5 per cent compared with the 11 per cent growth 
of the index of industrial production. This is explained by 
the fact that the infrastructure indu.stries, which have a 57 per 
cent weight in the set of 24 industries, fared badly during the 
period. The infrastructure industries account for 28.7 percent¬ 
age points of the 24 industries' weightage of 50.37 per cent 
in the industrial prixluction index and showed a growth of 
only 3.3 per cent during the April-November period compared 
with 9.3 per cent in the corresponding period last year. 
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All these factors notwithstanding, the large 
revisions in the index of industrial production 
of late do raise grave doubts about the 
reliability ofthe production data. TheCSO's 
laie.sl quick estimates prc.seni signil leant 
revisions for August 1096 and also August 
1905. interestingly an upward revision loi 
the former and a downward revision lor the 
latter The general index lor August 1996 
wasearlicrcstiitiatcdas 292.9, but it has been 
revised upward to 302.3 or by almo.st 10 
points. Tlie index for August 1995 was revised 
down from 275.3 to 268 7. These levisions 
have taken place essentially in the 
manufactiiriiig sector- an upwaid revision 
from 292.9 to 305 6 for August 1996 and 
a downward revision Irom 271 6 to 262.9 
for August 1995. In the interest of the 
credibility ol its iiidtisliijl statistics, the 
government will be well advised to come out 
with a while paper explaining the coverage 
of the data. There is. of course, the larger 
question of revision of the industiial 
production index .senes and improvement of 
Its repie.seniative character. This liiis been 
talked about for the last many years and 
committees have been appointed to make 
.suggestions without any sign ol light at the 
end ol the tunnel. 

In teims ol the uselulness ot data, two 
considerations stand out. l-'irsl. a quick 
indication of the trend ol industrial pro¬ 
duction which can be satisfactorily provided 
by a representative index. Such an index 
number need not be. indeed cannot be. based 
on full production data loi all industries. 
With the help of a scientilically-designea 
.sample the index number cun be made 
adequately representative of the various 
groups ol industries. For the index nuiiiher 
to reflect current trends reasonably accu¬ 
rately, ills necessai y to revise the base period 
more frequently now that significant 
structural changes are taking place lapidly. 
And, second, complete and accurate 
production statistics must be made available 
lor individual industries, even if with a time 
lag, so that a full industrial profile of the 
country can be constructed. 

C( IRRUPTION 

Above the Law 

THE tear-jerkmg narration of her brief jail 
expericneeby iheex-C/.arina ot Tamil Nadu, 
Jayalalitha (which will surely be laughed at 
as kindergarten stuff by the thousands of 
non-VIPinmatesofjail.sall over India) seems 
to have sent a shiver down the spines of ex- 
ministers who arc closeted in the seemingly 
proicctive environs of New Delhi's political 
circuit. Fearing a similar plight, even if brief, 
politicians of all hues in the capital have 
kicked up a rumpus over the powers of the 
CBl 


It all began with a letter from the union 
government's department of personnel to 
the CBl on December 31 la.st year seeking 
to restrain the (’Bl Irom proceeding against 
bank officers of the tank ol general manager 
and above without the permission of the 
centre. This was reportedly done at the behest 
of the Tamil Maanila Congress (a partner 
in the ruling United F'l out government) winch 
was upset over the arrest of a bank chairman 
said to be close to the party. .Soon alter this, 
aniimbcroflormci ministers besieged prime 
minister Deve Gowda and demanded that, 
if corrupt bureaucrats could be protected 
from prosecution, they should not be denied 
.simtlai pioteclion The concern ol these 
politicians IS understandable. Quite a number 
ol them arc already undei investig.'ition by 
the CBl (like Situhim Kesri, Ghulam Nabi 
A/.ad and Santosh Mohan Deb). They 
obviously do not want to share the physical 
iliscomfiture sulfeied by their comiades. 
Su’.li Riitn and Kalpiiiith Rai. While they do 
not c-aie two hoots for what the peopl..- might 
think ol their past misdeeds and continuing 
acts of venality, they are sci lously perturbed 
ovci the pio.spect ol spending a few days m 
jail and the possible loss ol their ill-begottcn 
pow ers 

.Since Deve Gowda has to depend on the 
suppoit of these Congress politicians, he had 
to knuckle down under their pressuic. So, 
soon after the December 31 letter seeking 
protect ion for bureaucrats, another letter was 
despatched from the same department ol 
personnel to the CBl on January 8 whnh 
.siigge.sted that ministers (both foimer and 
.serving) should be exempted fiom CBl 
inquiry unle.ss prior sanction was obtained 
I rom the prime minister. .Somehow this letter 
got leaked out and was published veibatim 
in a national newspaper. In the meantime 
the ludiciary had warned the government 
against cuttaihiig the powets of the CBl. A 
rallied Deve Gowda, facing awkward 
questions at the United Front steering 
committee meeting in Delhi on January 15, 
tried to wriggle out by stating that the letter 
(written by an additional secretaiy) was 
'unauthorised'. 

Although the UF steering committee did 
not pursiie lhe matter t uriher, there ;ire .several 
major issues involved which need to be 
unravelled First, if the letter was 
'unauthorised' as claimed by the prime 
minister, what steps are being taken against 
the official who had issued it'* Incidentally, 
the additional secretary in his letter of 
January 8 had clearly slated that the decision 
to consider the question of exempting 
ministers (former as well as serving) from 
CBl inquiry without prior sanction was 
agreed upon by the prime minister during 
discussions he had on December 18,1996 
with the cabinet secretary, the law 
secretary and the principal secretary to 


the prime minister. The letter that he sent 
off was apparently ‘authtiriscd’ by the prime 
minister who cannot now refute the minutes 
of (he December 18 discusstons. 

Having failed to succe.sslully disown his 
responsibility for the letter, Deve Gowda is^’ 
now seeking scapegoats. He is reported to 
have pulled up CBl chiel Joginder Singh for 
'leaking' the controversial letter to the press. 

If the prime minister is .serious about 
transparency in his actions - a claim that he 
is fond of making every now and then - he 
should not be unduly perturbed about the 
'leak'. In fact, he should have made a clean 
brea.st of the whole atfair right at the 
beginning. The public have a right to know 
about decisions being made in conducting 
the CBl investigations into the biggest scams 
that have ever rocked the nation. 

The way the politicians are trying to .scuttle 
the investigation, and the manner m which 
the government is mishandting it. suggest 
the extent of their bra/cn in.solence in trying 
to protect their sclt-interest and refusing to 
be accountable to t lie iniblic. This is i n keepi tig ’ 
with the grab-all meniality ot our elected 
representatives, from successive prime 
ministers to MPs and MLAs. Not satisfied 
witli the special iiiivilegcs and pioteclion 
enjoyed by tliem while they occupy those 
positions, even altei the end ol then 
incumbency, they shamelessly demand the 
contiiMialion of tho.se facilities, not only lor 
themselves but also for then ptogeny. Now 
these politicians want to go a step fuithei 

claiming immunity liom investigation into 
thcii criminal acts 

BLACK MONI-Y 

Yet Another Amnesty? 

THE deputy chairman ol the Planning 
Commission, Madliu Dandavate, has lor 
some time been uiging consideiation of 
measures to harness the "vast unaccounted 
money” in the economy for productive 
invc.stmcnt At the National IXwelopnient 
Council (NDC) meeting on January 16, he 
again raised this matter in the context of 
resource mobilisation so as to tinance “the 
much needed public investments in vaiious 
sectors". But (he one duel minister tn who.se 
speech unaccounted or black money was 
given particular importance as a source of 
additional resource mobilisation “for 
important infrastructural development or for 
programmes related to basic needs of 
common people” was Jyoti Basu himself. 
The West Bengal chief minister cnipha.si.scd 
how worthwhile it would be if even a part 
of the black money, estimated at “at least 
Rs 1 lakh crore per year" on the basis ofthe 
methodology used in a study by the National, 
Institute of Public Finance and Policy quite 
sometime back, could be "unearthed". The 
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prime minister is reported to have gone out 
ol his way to relerto Jyoti Basu’s observations 
and promised serious consideration of his 
concrete proposals on the subject. This is 
ominous, to say the least. 

Theconcrete proposal Jyoti Basu put forth 
the NDC meeting was “to innovate a 
scheme of bonds at a reasonable rate of 
icturn which can be Boated by IDBI and 
similar insliiutinns...with government 
guarantee and security against enquiry into 
source of income”. Basu went on to suggest 
that “this scheme can also be made attractive 
for NRIs”. 

What exactly is the West Bengal chief 
minister proposing when he suggests a 
scheme that not only offers “a reasonable 
rale ot return” on bonds purchased with 
black money but also “security against 
enquiry into .source of income"'' Does it not 
amount to yet another offer of amnesty, a 
device tried oltcn in the past, most recently 
by none other than Manmohan Singh during 
the Inst two years of his stewaidship of the 
linance ministry'.' There can be no doubt 
^ that what West Bengal was suggesting to the 
NIX” was an amnesty loi thcholdcisol black 
money on the condition that they subscribe 
to the proposed bonds Interestingly, West 
Bengal Left Front go\ ernment’s pioposal is 
pel haps the most generous to be offered so 
lar to tax evaders It does not speak of any 
penalty. Norcvcnol iccoveringtheminimum 
tax due under iiorni.il circumstances. On ihc 
contrary, it pleads lor "a reasonable rate ol 
leturn" to tax ev.iders and accumulators ol 
black money 

Jyolt Basu has understandably retrained 
I rom offering Ins esti mate of how much such 
a scheme could be expected to garner. He 
is modest in making a case loi the scheme 
even if it yields only “a part of the black 
iiioney’’.Heisobviouslyiiotinuchconcemed 
that the offer of anothci amnesty within less 
than five jsars ot the one offcicd by 
Manmohan Singh would set a bad precedent 
ol repeating lax amnesties at frequent 
intervals. Will it not undermine thccrcdibihly 
of the country's tax system and in the 
process reduce further the inducement for 
tax compliance'? The impact on lax 
compliance would he especially damaging 
if the UF government’s aiiinc.sty scheme 
were to be made more attractive than the one 
Manmohan Singh had atilhoicd. 

The only way the problem ol the 
enormous black money in our midst can 
be tackled is to take determined steps to 
enforce lax compliance together with the 
imposition ol harsh penalties as permitted 
under the law and initiation ol ciimiiial 
pfo.secution of large evaders, corporate 
as well as individual. It is ironical that 
the CPI(M) chief minister of West Bengal 
should have to be reminded of this. Or 
perhaps not, after all. 


POLITICS 

Janata Dal’s Dilemma 

UNLIKE the ex-pnme minister who is 
involved in bigger scams and piefers to be 
equivocal on Ihc allegations levelled against 
him in numerous cases. Bihai chicl minister 
Laloo Prasad Yadav is apparently yet to 
learn the ropesofthegameof national politics 
us played in India today. Although till now 
accused of links with just one murky deal 
- the Rs d50 crorc fodder scam - he is 
already losing his cool. The exjKisure ol his 
rather pathetic perlormance during his 
interrogation by the CBl joint-director. 
U N Biswas, in Patna, and the latter's 
veiled threat ofa chargcslieet against him, 
have appaicntly unnerved this neophyte 
111 national politics who was catapulted to 
power on the lollcr-coastcr of the jiolitics 
ol ‘mandalisation’. 

Soon after Biswas went public with the 
results of his interrogation of Laloo Yadav, 
the latter burst into a Burry ot ridiculous 
reactions. First, he rushed to Delhi on 
January H. and at the airport, addressing his 
followers there to receive him, thundered: 
“Maicn sab ko dekh loonga” (I’ll teach them 
all a lesson) This acted as a cue tor his 
supporters hack in Patna, who went on a 
lampage. disrupting air and rail trallic, 
burning clligies of Biswas, and calling for 
a Biliar baiidli on January l(> in support of 
the demand lot the removal of Biswas from 
the investigation of the fodder scam. But the 
more seasoned politician of his party, prime 
minister Devc Gowda, while allowing Laloo 
Yadav to let olt .steam against Biswas at the 
Janata Dal political al fairs committee meeting 
in Delhi, advised him to go slow and rc.strain 
Ins lollowers in his home .state, as otherwise 
he would be in further trouble with the 
judiciary. A humbled l.aloo Yad.iv, arriving 
at Patnaon January 10. ordered the suspension 
ol all agitations against thcCBIjointdircctor. 
Having .secured this, Deve Gowda took the 
next step to clip Laloo’s wings by getting 
CBl director Joginder Singh to send a 
message to the Bihai government to make 
arrangements for the safety and security of 
the CBl joint directoi, Laloo Yadav’s hete 
noire. His government had no option but to 
agree to provide full security for the (?B1 
team (irobiiig the bidder scam in which he 
himself is allegedly involved. Having been 
a provincial ‘satrap’ and an expert in bullying 
and bribing local bureaucrats - a trend com¬ 
mon in almost all the Indian slates - Laloo 
Yadav quite probably ex(iected an extension 
of that right of his at the centre where his 
own Janata Dal is a ruling partner. But then 
he failed to take into account the other 
imponderables - the growing diffuiillics 
laecd by Deve Gowrla in protecting him, the 
revelations about his cronies involved in the 


.scam (one among whom was a local guardian 
of his children at Ranchi), and the objections 
raised by the other partners ol the ruling 
United Front, particularly the Left paities, 
who were in no mood to placate 1 .alixi Y adav 

Meanwhile. Laloo 'YaJav continues to 
bluster, the only language he has been 
accustomed to use to ral I y his caste fol lowers 
in his home state. Posing as a champion of 
the poor and pretending to be a victim of 
con.spiracy by the rich and the BJP, he has 
been preposterous enough to brag that he 
will continue to rule Bihar even it charge- 
sheeted. In acrafly move, he is trying to whip 
iipregional chauvinism by accusing the Patna 
High Court of being aiili-Bihari .since the 
judges there ordered the withdrawal ol all 
CBl officers from the Bihar cadre Irom the 
fodilci .scam probe. This order followed the 
disclosure ihatoneofthe Bihar cailrcofficcrs, 
a DIG, was close to the chief minister and 
the latter had appointed his wife as the 
pimcipal ol a prestigious school. 

W ith mounting allegations of seedy deals 
against Laloo Yadav, it is time the Janata 
Dal called his bluff and dared him to split 
the parly - a fear that is plaguing the othci 
leaders of Ihc party. Toleration of lumpen 
values in the name ol .supporting OBCs 
acUiallyumounisioinsulling the vast majority 
of OBCs who do not share the venality of 
their political leaders 

NINTH PLAN 

Foreign Capital Trap 

THAT the National Development Council 
(NDC) chose to opt for the so-called 
accelerated 7 percent growth option instead 
ol the baseline (>.2 per cent one should not 
have suiprised anyone. Here was a growth 
scenario that promised to secure an 
acceleration in growth by 12.‘> per cent by 
stepping up total investment by just 9.3 per 
cent. The choice was not al all ditticult to 
make except that in doing so the NDC 
overlooked that the step up in total 
in vestment, as envisaged, relied con siderablv 
more on external capital inBow than in the 
ba.scline alternative woiked out in tuc 
Planning Conimi'.sion’s Approach Paper. 
The corresponding step up in the inllow of 
external capital in the accelerated growth 
sccnaiio would have to be by 44.9 per cent 
ovei that cx|x;cted to supplement domestic 
savings under the baseline growth option. 

Did the NDC overlook this aspect of the 
.icccleraled growth alternative is a question 
difficult to answer because nobody knows 
what actually look place at the meeting in 
terms of detailed di.scussion, if there was 
one. However, if one goes by the published 
speeches of the state chief ministers along 
with the Approach Paper itself, it dues appear 
that while this aspect was not highlighted 
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in the latter, none of the chid'ministers, not 
even those who were otherwise quite cniical 
of the Planning Commission's basic approach 
of continuing with the economic reforms of 
the past five years (and these included the 
chief ministers of states like West Bengal 
and Kerala), chose to question the Planning 
Commission's underlying assumptions. 

Why was it necessary to have a much 
larger injection of foreign capital in order 
to secure more accelerated growth'.’ Was it 
because the limit to domestic saving wouUI 
have been reached already and the ceiling 
of 26.2 per cent, assumed in the accelerated 
growth scenario, could not be breached'.' Or 
was it that the type of increased investment 
considered necessary for the highei growth 
had a much larger import content which only 
additional external capital inflow could be 
expected to finance'.' The answers arc just 
not there. But why did the chid ministers 
close their eyes to this important as|>cct ol 
the growth scenario they ail agreed to support'.' 

When finance minister P Chidambaiam, 
according to published reports of his speech, 
spoke of the gap of 2.4 per cent between 
projected investment and domestic saving in 
the accelerated growth scenario, against one 
of 1.7 per cent under the baseline alternative, 
and called for the necessary policy changes 
needed toattract the required foreign capital, 
it ought to have occurred to members of the 
NDC what the underlying game possibly 
was. 

True, at least one chief minister did rai.se 
the question whether the accelerated growth 
of 7 per cent was not predicated on a rather 
low rate of domestic saving. Kerala's chief 
minister asked why domestic saving could 
not be raised to 30 per cent instead of 26.2 
percent by appropriate measures, including 
those necessary to close the government 
sector's revenue account gap. but even he 
did not bring out that by working for a higher 
rate of domestic saving, it would be possible 
to achieve the projected growth without a 
larger external capital inflow. He did point 
out, somewhat tangentially though, that with 
higher domestic saving it would he possible 
to attract external capital from a position of 
strength as a supplement to domestic 
rc.sources. Perhaps he was thinking of a 
much higher rate of investment than 28.6 per 
cent and a correspondingly higher rate of 
growth than 7 percent. But ultimately it was 
Chidambaram who had the last laugh. 

PUNJAB 

Sitting Pretty? 

THE Congress has been unable to forge an 
alliance against the Shiromani Akah Dal- 
Bharatiya Janata Party (SAD-BJP) combine 
for the coming Punjab assembly polls. Nor 
is the prospective quadrangular contest likely 


to tilt the scales in favour of the Congress. 
The party has only itself to blame for the 
mess It is in on the eve of the elections. 

Though the late chief minister Beant Singh 
may have brought about normalcy in Punjab, 
he was not able to win over large sections 
of Punjabi society as was clear when, 
following his assassination, his widow got 
defeated by a huge margin in a by-cicction. 
Moreover, internal lactionaiism within the 
Punjab Congress unit assumed such 
enormous proportions under the leadership 
of Harcharan Singh Brar that his removal 
from chief ministership just tour months 
before the assembly elections became 
necessary. Though the newly in.stallcd chief 
mini.sier, Rajindcr Kaiil Bhattal, the first 
woman to hold the olfice in Punjab, has 
declared that restoring peace would be the 
prime campaign issue for the Congress, she 
loo IS not sure about its effectiveness in 
garnering voles. That is why within 15 days 
ol assuming olfice she announced a 50- 
poirtaclion plan locusingon socio-economic 
beneliis worth Rs .500 croie to all sections 
of society. But the implementation of this 
grand .scheme has hud to he put off because 
elections were announced lor February 7 
and the slate election commission ruled out 
all lianslers, promotions and appointments 
after December .30 last year. 

To add to its woes, the Congress failed 
to .sti ike a deal with the Rahu)an Samaj Party 
(BSP). Kanshiram's demand for 60 scats 
(later scaled down to 45 scats) was thought 
to he disproporlionatc to BSP’s strength in 
the state. Further, the Congress leadership 
in Punjab did not want to repeal the 


unrewarding experience of entering into an 
alliance with the BSP in Uttar Pradesh. 
Nevertheless, losing BSP, which is thought 
to have a hold over the 20 per cent Majhabi 
Sikhs, means forgoing crucial dalit votes 
especially in the Doab region. Yet the 
Congress is so desperate to enter into an 
alliance that it has left 10 seats for the CPI. 
But the CPI is unlikely to accept the offer 
given the resistance of the party's central 
leadership to a tie-up with the Congress. The 
third front comprising of the Left parties', 
the Janata Dal and the Samajwadi Party is 
al.so unlikely to pose any thicat to the SAD- 
BJP combine. Instead, a challenge could 
emerge from the BSP-Akali Dal (Amntsar) 
alliance sinccSimranjit Singh Mann's faction 
has some following among rural jat Sikhs. 
Though Mann’s faction could win few scats 
in the recent SGPC elections, it did garner 
22 per cent of votes. 

Given the disarray in the opposition 
camp, the SAD-BJP combine is in a 
buoyant mood. The success in the I.ok 
Sabha polls, the later by-elections and. most 
recently, the SGPC polls have convinced 
the Parkash Singh Budal group of its strength. 
Scaling the alliance with the BJP has helped 
It to project Hindu-Sikh unity moie forcefully 
than the Congress’s peace card. But like the 
Congress, neptUism in the allocation of tickets 
is evident in the SAD. .Sons-in-law of Badal 
and Gurcharan Singh Tohra have been 
given prclerencc over senior Dal leaders. 
But charges of nepotism and corruption 
hardly bother SAD's leadership which 
thinks It IS all set to form the next 
goveinment in Punjab. 
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CURRENT STATISTICS 


EPYf Research Foundation 


The continued edging up of the inflation rate due to rapid increase in the prices of food items, acceleration of monetary growth accompanied by sluggish 
expansion of commercial credit by banks and reduced dependence of the government on monetised deficit, vast gyrations in equity prices prompted by intense 
speculation, slow-down in industrial growth essentially because ol the poor performance of infrastructure industries, reduced growth ot exportdmport trade 
and renewed build-up of reserves as a result of the decline in non-POL imports arc some of the characteristic features of the current macro-economic scene 

Macroeconomic Indicators 


Weights Jan 4, 


Variation (PerCenI): Point-to-Poinl 


Index Numbers of Wholesale 


1997 

Over 

Over 12 Months 

Fiscal Year .So Far 

1995-96 

1994-95 1993-94 1992-93 

Prices (1981-82= 100) 



Month 

1-atest 

Previous 

1996-97 

1995-96 





All Commodities 

1000 

.319.8 

04 

7,7 

5.2 

6.8 

4.1 

50 

10.4 

108 

7.0 

Primary Articles 

32.3 

337.7 

l.l 

11.9 

3.1 

97 

3 4 

5.4 

12.7 

II 5 

3.0 

Food Articles 

174 

389.1 

1.0 

17.6 

3.6 

12 9 

5.4 

98 

119 

44 

5.4 

Non-Food Articles 

10.1 

335.0 

1.5 

4.0 

1.4 

5 5 

-0.4 

-1.9 

15.5 

24 9 

-1 4 

Fuel, Power, Light and Lubricants 

10.7 

3.33.0 

0.0 

17 1 

l.l 

12.8 

-0.1 

3 7 

2.4 

13.1 

15 2 

Manufactured Products 

.57.0 

307.2 

0.0 

37 

7.3 

4 0 

5.3 

5.0 

10.7 

99 

7.9 

Food Products 

lO.I 

301.7 

-0.3 

7.6 

2.7 

11.5 

2.9 

-0.7 

8.1 

12.3 

6.8 

Food Index (computed) 

27.5 

3.57.0 

06 

14.3 

33 

124 

4.6 

6.3 

10 6 

7 0 

5.8 

All Commodities (Average Basis) 












(April 6-January 4, 1997) 

100.0 

312.7 

•- 

5.6 

9.1 

6.0 

8 5 

78 

109 

8.3 

lO.I 



Latest 



Variation (Per Cent); Poinl-to-Point 



Cost of Living Indices 


Month 

Over 

Over 12 Months 

Fiscal Year So Far 1995-96 1994-95 1 

1993-94 

1992-93 




Month 

Latest 

Previous 

1996-97 1995-96 





Industrial Workers (1982=100) 


346'" 

0.6 

8 5 

10.4 

8.5 

8.9 

8.9 

97 

9.9 

6.1 

Urban Non-Man Empt 1984-8.5=100) (for 199.5-96) 264" 

0.4 

10.0 

9.1 

8.2 

8.1 

_ 

9,9 

8.3 

6.8 

Agri Lab (1986-87= l(X)) (Link factor 5.89) 

260'" 

0.4 

8.3 

11.6 

9.7 

8.6 

7.2 

II.1 

11.2 

0.6 


Varialion 


Money and Banking (Rs crurc)* 


Jun 3. 
1997 


Fiscal Year so far 


Over Month 


1996-97 


1995-96 


1995-96 


1994-95 


1993-94 


Money Supply (M,) 

Currency with Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to Coninil Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Centn: 

Ad hoc Treasury Bills (Jan 10) 
Scheduled Coinnicrcial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 

• Based on March 31 


663785 
128918 
529.363 
286528 
3.56.398 
88531 
190110 
•27268 
34625 


5736(0.9) 
-l2l9(-().9) 
646.3(1.2) 
1180(0.4) 
72.5.5(2 I) 
495(0.6) 
-2885( 1.5) 
2232(-1.7) 
-3435 


61949(10.3) 
10757(9 I) 
49028(10.2) 
29118(11.-3) 
1.5496(4.5) 
11374(14.7) 
-4226(-2.2) 
8500(7.2) 
5180 


4122.5(7.8) 

146.54(14.6) 

2408.3(5.6) 

2.5970(11.7) 

.31.377(10.7) 

373(0.5) 

10447(6.2) 

16533(16.7) 

9555 


70410 

17480 

52973 

.34991 

48179 

-628 

250.54 

19855 


(13.2) 

(17.4) 

(12.4) 

(15.7) 

(16.5) 
(-0.8) 

(14.8) 
( 20 , 1 ) 

5965 


79241 (17.5) 
18698 (22.8) 
.59685(16.2) 
16328 (7.9) 
480.59 (19.6) 
25159 (47.8) 
30611 (22.1) 
2130(2.2) 
1750 


73307 (19..3) 
14170 (20.9) 
57925(18.7) 
288.55 (16.3) 
17161 (7..5) 
27674(110.9) 
27892 (25,2) 
260 (0.3) 
6300 


47.5065 588.5(13) 41246(9.5) 20128(5.2) 46961(12.1) 5.3629(16.1) 52144(18.6) 

263240 .5804(2.3) 922.5(3.6) 27352(12.9) 42455 (20.1) 406.38(23 8) 11.566(7.3) 

254669 6006(2.4) 10446(4.3) 28056(14.1) 44938(22.5) 37798 (23.4) 8875(5.8) 

184985 10.56(0.6) 20202(12.3) 11231(7 5) 15529 (10.4) 14171 (10.5) 28641(26.9) 

rigures, except for 1995-96 (full year) and 1996-97 where the banking data relate to March 29, 1996 


Index Numbers of Industrial Weights Sept Fiscal Year So Far 
Production (1980-81 = 100) 1996 1996-97 


Fiscal Year Averages 


1995-96 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


10000 282.4 289.7(9.8) 263 8(12.1) 283.3(11.7) 253.7(9 4) 232.0(6.0) 218.9(2.3) 213.9(06) 212.6(8.2) 

11.46 249.3 244.0(0..5) 242.8(11.2) 266.4(7.1) 248.8(7..5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 221.2(4.5) 

77.11 278.1 288..5(12..5) 2.56.6(12.5) 277..3( 13.0) 245.4(9.8) 22.1.5(6 1) 2l0.7(2.2)206.2(-0 8) 207.8(9.0) 

11.43 344.5 343.0(2.8) 333.6(11.0) .140.2(8.2) 314.6(8.5) 290.0(7.4) 269.9(5.0) 2.57 0(8.5) 2.36.8(7.8) 


Jan 17. Month Year 1996-97 So Far 1995-96 


End of Fiscal Year 


Capital Market 

1997 Ago 

Ago 

Trough 

Peak Trough 

Peak 

1995-96 

1994-95 

1993-94 

BSE .Sen.silive Index (1978-79= 1(X)) 

.3422( 15.5) 2984 

296.3(-18.9) 

2745 

4069 

2826 

3584 

3.367(3.33 

3261(-13 7) 

3779(65.7) 

BSE-100 (198.3-84=100) 

1513(10.4) 1313 

1370(-2I.7) 

1217 

1843 

1304 

1691 

l.549(-3.5) 

1606( 12 2) 

1830(79.2) 

BSE-20() (1989-90=100) 

337(12.3) 294 

.300(-27.2) 

273 

413 

289 

385 

345 (-6.3) 

.368( -18.2) 

45(K92.3) 

NSE-.5() (Nov 3, 199.5=1000) 

l(X)2 851 

- 

788 

1196 

na 


na 

na 

na 

Skindia GDR Inrlex (Apr 15. 1994=100) 

68.2(3.8) 60.2 

65 7(-l6.3) 

51.6 

90 0 

61.6 

87.9 

78.5(0 7) 

78.0 

na 

Foreign Trade November 

Fiscal Year So Far 








1996 

1996 97 

1995-96 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 


Exports; Rs crure 8866 75544(16.4) 

US Sinn 2481 21402(7.0) 

Imports; Rs-erorc 10550 85527 (12.4) 

US $ mn 2952 24230 (3.3) 

Non-POL US $mn 2167 18228 (-5.0) 

Balance of Trade; Rs crorc -1684 -9982 


64907(26 9) 106465(28.8) 
19999(22.7) 31831(20.9) 
76106(34.7) 121647 (.35.2) 
23449 (30.2) 36370 (26.9) 


19195 (.34.1) 
-11199 


28822 (26.8) 
-15182 


82674(18.5) 
26331 (18.4) 
89971 (23.1) 
286.54 (22.9) 
22727 (29 5) 
-7297 


69751 (29.9) 
22238 (20.0) 
73101 (15 3) 
23.306 (6.5) 
17.552 (11.2) 
-3350 


.53688(21.9) 44042 (35..3) 
18.537(3.8) 17866 (-1..5) 
63.375 (32.4) 47851 (10.8) 
21882(12.7)19411 (-19.4) 
1.5782 (12.3)14047 (-22 2) 


-9686 


-3809 


US $ mn 

-471 

-2828 

-.3451 

-45.39 -2324 -1068 


-3345 

-1545 


Jan 17. 

Jan 19. 

Mar 31. 



Variation Over 




Foreign Exchange Reserves 

1997 

1996 

1996 

Month 

Year 

Fiscal Year So Par 1995-96 

1994-95 

1993-94 

1992-93 

(excluding gold) 




Ago 

Ago 

1996-97 1995-96 




Rs crore 

70351 

60550 

58726 

92 

9801 

11625 -5478 -7302 

18402 

27430 

5385 

US $ mn 

19652 

17076 

17126 

49 

2576 

2526 -3740 -3690 

5640 

8724 

731 


Notes: ii) Superscript numeral denotes month to which figure relates, eg. superscript 10 stands for October, (it) Figures in brackets are 
percentage vanations over the period specified or over the comparable period of the previous year. na = not available. 
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Foreign Investment Approvals and Actuals: A Profile 


A Foreign Collabomtion (FC) Approvals 

Tolal 19% 1995 

1991- (Up to 
1996 Sep 96) 


1994 1993 1992 


D Induslrywisc Break-up of Foreign Collaboration Approvals 
during August 1991 to September 1996 _ 


Name ol Industry 


I Total no of foreign collaborations (teehnical and investment) 


Numlier ol 
A pprovals 
Tech Fin 


Approvals by: 

9885 

1748 

2337 

1854 

1476 

1520 

(i) SIA 

2962 

335 

593 

382 

307 

585 - 

(ii) RBI 

3664 

563 

799 

702 

676 

7(6 " 

(iii) FIPB 

3259 

85')* 

945# 

71(k* 

493 

199 

No of FC appnival.s involving foreign 





investment 

4.546 

592 

982 

792 

691 

828 

(ii SIA 

2077 

255 

428 

290 

248 

342 

(II) RBI 

2459 

333 

552 

.501 

441 

485 

(iii) FIPB 

10 

4 

2 

1 

2 

1 

Tolal amount ol foreign mvesimeni 





involved (R.s er) 

86430 

26890 32070 

14190 

8860 

3890 

(1) .SIA 

2250 

690 

3(M) 

320 

160 

420 

(ii) RBI 

3480 

830 

540 

5.30 

660 

780 


(Hi) FIPB «07l() 25380* 31230# I3340<.' 8040 26‘»0 

• includes 9 proposals lor CiDK/lorcign curiency coiiveilihic bomls 
(FCCBs) involving investment ol Rs 3750 crore 

# includes 4 proposals for GDR involving investment of Rs I |90 i.rore 
w includes 22 proposals loi GIJR involving mvesimeni of Rs 5230 

crore 

B Actual Inflow of Foreign Direct Investment (FDI and NKI) (Rs cri 


1 Govt’s approval 11322.5 

2 RBI's automatic 

approval 1646.6 

3 NR I schemes 

(a) 40 per cent i 

(b) l(X) per cenlj5l81.5 

Tolal (1+2+3) 181.505 


4297.0 

3869 4 

15 ( K )8 

985 2 

478.0 

465 2 

530 2 

362 6 

241 1 

47 5 

1221 9 

1970 6 

1118 5 

560 5 

149 7 

5985 2 

6.370 2 

2981 9 

1786 7 

675 2 


C Break-up of Foreign Direct Investment Proposals Approved 


Slatewisf 
(Aug 91- 
Sep 96) 


No of 
Appro¬ 
vals 


Invest¬ 

ment 

(Rs 

Crore) 


Per 

Cent to 
All-India 


IXlhi 

412 

16556.04 

19 15 ! 

U.SA 

2.3463 12 

27 26 

Mahorashlra 

75.3 

114.37 14 

13 25 

UK 

5099 89 

.3 92 

Tamil Nadu 

483 

5006.99 

5 80 

Mauritius 

4135 86 

4 80 

West Bengal 

157 

4897 17 

5 67 

lapan 

36,39 03 

4 23 

Karnataka 

381 

4747.16 

5 50 

Korea (.S) 

3196 ,54 

3 71 

Orissa 

40 

2720 91 

3 15 

Gciinany 

319.S.86 

3 71 

Gujarat 

225 

5766 03 

6.68 

Nclhci lands 

2278 93 

2 63 

Uttar Piadesh 

198 

2407 13 

2.79 

Au.stralia 

2092.66 

2.43 

Andhra Pradesh 

268 

2207.59 

2 56 

France 

1922 52 

2.2.3 

Madhya Pradesh 

9( 

2021.12 

2 34 

Canada 

1640 10 

1.91 

Punjab 

60 

8(X) 74 

0.93 

Swil/erland 

1618 97 

1 90 

Haryana 

239 

691.73 

0.80 

.Singapore 

1 388 90 

1.61 

Rajasthan 

119 

516,75 

0.60 

Italy 

1190.39 

1 38 

Kerala 

56 

509.93 

0.59 

Hong Kong 

1108.18 

1 29 

Himachal Pradesh 20 

318 62 

0.37 

Sweden 

I0’*l 12 

1 24 

Goa 

32 

260 05 

0.30 

Snulii Arabia 61K 30 

0 72 

Pondicherry 

27 

250 75 

0 29 

UAE 

518 88 

0.60 

Bihar 

26 

114 75 

0.13 

Kuwait 

444 7.3 

0 32 

Chandig.arh 

12 

72 46 

0 08 

Belgium 

.391 21 

0.45 

Dadra-N Haveli 

14 

66.39 

0.08 

Denmark 

.317 06 

0 37 

Aninaehal Pradesh 2 

11.06 

001 

Philippines 

260 65 

0 30 

J and K 

1 

8.01 

0.01 

Bermuda 

176 07 

0 20 

Daman and Dm 

7 

5.72 

0 01 

Finland 

89 31 

0 10 

Meghalaya 

1 

2 50 

0 00 

Bahrain 

58 67 

0 07 

Assam 

4 

1 *'0 

0 00 

NRIs 

4468.59 

5 19 

Andaman Nbar 

5 

0.98 

0 00 

Huro IssucJi/FCCBs/ 


Tripura 

1 

0 68 

0.00 

GDRs 

10166.24 

11.81 

Laikshadweep 

1 

0.50 

1)00 




Others 

1615 

24928.65 

28 88 

All Others 

11.307.27 

I3..17 

All-India 

5252 

86329.05 KX) IK) 

Tolal 

86081 27 l(K).(K) 


Countiy Invcst- 

(Sourcewisc) meni 
Position (Rs 

up to Cioio) 

30/9/96) 


Per 

Cent to 
Tolal 


Herrons metals 
Non-lcrioiis metals 
.SjK’cial alloys 
jVlise (Other item.) undei 
metallurgy 
Power 
Oil rcfineiv 
Others duels) 

Hemli.sei. 

CTieiiiieuls 

Cenieni ant) gypsum prodiiels 
Capital Goods industries 
Boilets and steam generating 
plants 

Pnme movers 
nieetrieal equipment 
Kleelronies 

Others (S/W)-eleetncal 
Autoniohile iniliistry 
Trans|iort (others) 

Industrial mnchmciy 
Machine tools 
Agricultural machinery 
Eaith moving inuclunery 
Mise incehanieal and engineering 
Medical and siiigual appliances 
Industrial instrumenls 
Seienlilic msiruinenis 
Intermediate Goods Industries 
Dyesliifls 
Rubber goods 

leather, Icathei goods and [iickcrs 

Glass 

Ceiauues 

Consumer Non-Diirablc Industries 
Photographic raw lilin and paper 
Drugs and phuriiiaccuticals 
Textiles 

Paper and pulp inci paper 
products 
Sugar 

Fcnueiitaliun industries 
Food products 
Marine products 
Misc fond products 
Vegetable oils and vanaspati 
Soap;., eosincttcs and toilet prep 
Misc industries (horli/non/agn) 
Other (misc industries) 

Consumer Durable Industries 
Comm office and household 
equipment 
Passenger cars 
Services 

Computer software industry 
releeoniinunicalions. paging, etc 
Air/.Sea transport 
Consultancy seiviccs 
Financial service.s 
Nun-tlnaiicial .services 
Banking .services 
Hotel and tourism 
Trading companies 
Grand Total 


966 

154 

28 

27 

16 

I 

75 
29 
36 

574 

26 

1992 

33 

23 
613 

9(1 
12 
24 3 

19 
600 

6.3 

20 
26 

149 

15 

71 

12 

170 

T 

70 

25 

24 
48 

904 

5 

108 

83 

54 

1 

13 

97 

18 

0 

3 

8 

132 

382 

27 

26 

I 

258 

47 

76 

6 
53 

I 

8 

0 

65 

0 

4317 


Amount Per Cent 
of FDI to Total 
Approved Amount 
Rs Crore 


76(1 

27832.60 

32.24 

93 

422 . 3.82 

4 89 

30 

768.73 

0 89 

13 

25 52 

0.03 

17 

115 41 

0 13 

36 

8343 32 

9 66 

62 

7594 07 

8 80 

5 3 

1032 36 

1.20 

6 

251 21 

0.29 

428 

.5017 94 

5 81 

28 

4()0 23 

0 53 

1.399 

8611.11 

10 00 

25 

107 95 

0.13 

15 

47 51 

0 06 

388 

2052 09 

2 38 

1.57 

1374 27 

1 82 

12 

22 30 

0 0.1 

128 

1833 ( i 8 

2 15 

18 

234.99 

0 30 

293 

154 4 97 

1 79 

55 

128 11 

0 15 

7 

217 77 

0.25 

n 

12 97 

0.02 

189 

467 45 

0 54 

26 

173 .30 

0 20 

52 

103 02 

0 12 

23 

48 31 

0 06 

286 

1304 38 

1 76 

9 

.30 24 

0 04 

5 .'. 

436 36 

1)5 3 

93 

139 67 

0 19 

26 

364 24 

0 46 

99 

4.37 17 

0 53 

1292 

12062 63 

13 3)9 

(> 

25 16 

0 03 

8-3 

500 20 

0 58 

267 

1854 04 

2 1.3 

49 

1437.42 

1.(.7 

2 

53 50 

0 06 

34 

862 44 

1.00 

3.35 

5579 (15 

6 46 

65 

82 89 

0 10 

2 

8.00 

0 01 

24 

47.76 

0 06 

20 

106 17 

0 12 

165 

217.88 

0.28 

218 

1268.16 

1 47 

42 

2646 82 

3 07 

28 

448.32 

0 52 

14 

2 I 98..50 

2..55 

1467 

. 33671.25 

39.00 

346 

1641.23 

1 90 

207 

168 . 39.25 

22.98 

55 

1387 87 

1.61 

193 

659.67 

0 76 

144 

4666.07 

5 40 

180 

217 . 5.72 

2.52 

9 

114.09 

0.13 

118 

2209.14 

2..56 

202 

191 61 

0.22 

5252 

86329.06 

100,00 


Notes: Subtotals and totals include minor items not separately shown Industrywise classitication is based on available disaggregation. 


136 


Economic and Political Weekly January 25, 1997 




COMPANIES 


£PW Research Foundation 


BAJAJ TEMPO 

Preparing for Competition 

BAJAJ TEMPO, a Firodia-group company, 
performed well in 1995-96 notching a 66.2 
per cent increase in net profit on a 26.3 per 
cent increase in net sales over the previous 
year. With the continued growth of the 
automobile industry, the market for the 
company’s products was favourable. The 
company’s valueol production increa.sed by 
25,8 per cent with production of four- 
wheelers rising by 16.6 per cent to 28,027 
vehicles. Production of diesel engines, 
however, fell from 7,262 units in the previous 
year to .3,566 units. .Sale of four-wheelers 
increased from 24,050 vehicles last year to 
27,978 vehicles (up 16.3 percent) while that 
of diesel engines fell Irom 7,256 units to 
3,557 units. 

With a lower increase in operating 
expenses, operating profit rose by 110.7 per 
cent over the previous year. However, there 
were sharp increases in interest charge (up 
112.4 per cent), dcpieeiation provision (up 
115 per cent) and tax provision (up 156.7 
jier cent) and this resulted in the somewhat 
limited spurt in net profit ol 66.2 per cent 
over the previous year. 

During the year under review, the company 
exported more Lf’Vs to South Al’nca, Sii 
Lanka and the countries of East AInca. The 
market for LCVs in Egypt too continued to 
be favourable. Consequently, export leveiuic 
increased by 191 per cent over the pievious 
year 

With the entry ol many new vehicle 
manutacturers of international stature, 
additional capacity in thecountryisexpccted 
to lead to increa.sed competition. With a view 
to competing m this situation, the company 
has taken steps to improve the organisational 
efficiency of the firm, product quality and 
process technology. At the end of 1996-97 
the company’s manufactunng infrastructure 
will stand reorganised into four categories, 
namely, ‘light commercial vehicles’, com¬ 
prising the Tempo Traveller, the Matador 
range, as well as future products such as 
’Tempo Excel', which is under develop¬ 
ment; ‘Utility vehicles', such as Tempo Trax 
and the Trax Gorkha 4X4 for cross country 
and military use; Three-Wheelers', includ¬ 
ing the new generation Minidor three-wheeler 
in us various versions such as Auto Rickshaw 
and Pick-up, etc; and ‘Tractors , including 
0X45, the 45HF model now being 
productionised and other versions with 
different horse powers now under final stages 
of development. 

While creating a manufacturing 
infrastructure, thccompany has laid emphasis 
on rationalising manufactunng locations, 
between its Akurdi and Pithampur plants. In 
future, the Pithampur plant is expected to 
concentrate on LCVs and utility vehicles. 
The new press shop at Pithampur as well as 
the new body shop and (he new assembly 
facilities are expected to be fully operational 
in the third quarter of 1996. A new and 


modem paint line is also expected to be 
operational by the last quarter of 1996. 

The Akurdi plant is being completely 
reorganised to create independent plants/ 
divisions for the manufacture of multi-cylin¬ 
der engines for LCVs and tractors, automobile 
transmissions, small diesel engines for three- 
wheelers and three-wheeler assembly and 
tractor manufacture including tractor 
transmission manufacture. 

A major part of the renovation, refitting 
and shifting activity is in progress, besides 
commissioning of the new machinery and 
equipment as the reorganisation involves 
considerable shifting of the picsent 
production facilities, laying of new machinery 
and estahlishi ng new technological processes 
in theexisting plants. The process is expected 
to he completed in the current year. 

In addition to continuing its relationship 
with renowned technology consultancy 
houses such as AVL Li.st GmbH, Austria, 
and Ricardo Consulting Engineers, UK, the 
company also has technical collaboration 
agreements with Robert Bosch Germany for 
hydraulic valves (production of valves under 
collaboration is established and is expected 
to increa.se during the current year); with ZF 
Passau for synchromesh transmissions (pilot 
production is now under way and during the 
current year full scale production is expected 
to be established); and with Deutsche Perrot 
for Duo Servo brakes and callipers (regular 
production I'f these brakes is established 
while the callipers arc expected to be fully 
industrialised during the current year). Also, 
in order to increase the capacities of its two 
plants, thccompany has registeicd an increase 
in the licensed capacity from 50,{X)0to 60,000 
vehicles per annum. 

Tlic company’s stock meanwhile quotes 
at a respectable Rs 305 on the bourses, 
discounting its 1995-96 earnings per share 
by a healthy 10.8 limes. 

BIRLA VXL 

Slack Demand 

This S K Birla group company, which owns 
such brand names as ’Digjam’ and 'OCM' 
in the textile sector, pertormed pooily in 
1995-96 when its net profit fell by 25.4 per 
cent over the previous year despite a 15.2 
per cent rise in net sales. Though operating 
profit was higher by 15.5 per cent, the main 
factors responsible for the company’s lower 
botlomline were the sharp increase in interest 
charges (up 58.1 per cent) and depreciation 
provision(up 28.5 percent). Domc.stic textile 
markets (urned extremely sluggish, 
particularly the woollen sector which caters 
to the high-priced end of the market. 
Consequently, the sharp increase in working 
capital requirement tollowiiig build up of 
inventories led to higher interest outgo. 
Further, operating margins came under 
pressure with raw wool prices increasing 
even as the exchange rate declined. 

On the export front, however, the company 
managed to increase revenue by 92 per cent 
over the previous year following the thrust 


given to the export effort, especially to the 
sophisticated markets in Western Europe, 
USA, Japan and Singapore. 

Theinstallationolthc plant and machinery 
for both textile expansion and the new power 
hou.se being set up at Porbandar by the 
company saw delays due to the severe 
financial stringency and liquidity crises on 
all fronts. This again led to unavoidable 
overruns in time and cost of the expansion 
and modernisation projects currently 
underway. However, the expansion 
programmes of both the units, Digjam and 
OCM, which are under implementation are 
making steady progress with a total of 12,232 
latest generation new spindles and 30 new 
high speed looms having being installed. A 
further 12,232 additional spindles and 16 
high speed looms arc currently under 
installation. Although these will help in 
improving the unit’s technical ability to 
supply fine fabrics, in view of the depressed 
domestic market conditions, the company 
has decided to reschedule the balance of the 
expansion programme. 

Meanwhile, the company has finalised a 
tie-up with Dormeuils of Paris, the most 
respected name in the international suitings 
market, for a joint venture to market Dormeuil 
brand products in India. Birla VXL has also 
finalised an agreement with the Haggar 
Clothing Co of the US in the ready-made 
gamient business and has entered into an 
agreement with Masuxawa Co of Japan to 
set up a subsidiary company for the 
manufacture of spun silk yam meant primiu'ily 
for export. Governinent approval for the 
latter has already been obtained and work 
on the project is expected to commence 
soon. 

While most of the rebuilding woik under 
the modernisation programme of the 
company’s Saurnshtra Chemicals plant has 
been coinnleteci. work is currently going on 
for the inst.ilijtionol amodem thermal power 
station bused on lignite. This is expected to 
be commissioned in the second half of 1997. 

Meanwhile, the demand for suitings in the 
domestic market has further deteriorated in 
the current financial year even as all input 
costs, particularly the administered prices of 
coal, coke, power, railway Height,diesel and 
other petr(>lcum products have increased 
substantially. Moreover.importduty on soda 
ash, oneof the main products of the company, 
has been reduced by 10 per cent thus leading 
to increased inllow of low priced imports, 
riic extension of the Modvat benefits to 
processed fabrics in the last central budget, 
however, has been the only silver lining for 
the textile industry. 

HDC 

Upgrading Technology 

Hindustan Development Corporation, a 
diversified company engaged in the 
manufacture of engineering products, 
pctrocarbons, cyanides, chemicals, 
insulators/electricals. jute, iron and steel, 
saw a marginal fall in net profit in 1995-96. 
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The Week’s Companies 

fRi lakh) 

BajaJ Birla VXL HDC 


Cirowth and Financial Tempo 


Indicalors/Year Knding 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

liicoine/appropriation.s 

1 Net sales 

60817 

48152 

44.361 

.38502 

5.3980 

37024 

2 Value uf production 

61 176 

48619 

47047 

.39.380 

53486 

40.391 

3 Ullicr Income 

1058 

821 

.3.32 

214 

3875 

2982 

4 Total irti omr 

62234 

49440 

47.379 

39594 

.57.361 

4.3373 

5 Raw iiialcrials/slorcs and 
spares consumed 

40192 

34713 

18414 

14083 

31301 

20784 

6 Ulhcr nianufacluring expenses 

.324.3 

2974 

8947 

7627 

4624 

.3780 

7 Remuneration to employees 

5174 

3909 

4968 

4375 

5094 

3974 

8 Other cxpi-nses 

.3048 

2825 

6596 

6188 

5.3.34 

4497 

9 (>l>eratinn protn 

10.577 

5019 

8454 

7.321 

1 l(K)8 

103.38 

10 InleresI 

807 

380 

3918 

2479 

.3023 

2589 

II dross pi oUt 

9984 

4810 

4627 

.5053 

8334 

7911 

12 Dcprecialinn 

4.337 

2017 

2045 

1.591 

3600 

.3127 

13 Prolil liftoir lax 

5647 

279.'- 

2582 

3462 

4731 

4781 

14 Tax provision 

15 I'rolit a/lei lax 

2850 

2797 

1110 
1683 

2582 

.3462 

47.31 

4781 

16 Dividends 

692 

48) 

1249 

15.35 

2237 

1874 

17 Retained proOt 

2105 

1:00 

13.33 

1927 

2494 

2907 

Liabililics/a.sscts 

IX Paid-up capital 

988 

986 

9209 

7058 

II24I 

II24I 

19 Reserves and sui plus 

12789 

10659 

27916 

261.39 

72355 

69870 

20 Long-term loans 

2327 

344 

52868 

.37172 

31161 

25234 

21 .Short-lcrm loans 

?.9.36‘ 

- 

- 

- 

5896 

7535 

22 Of which hank borrowings 

2936 

- 

- 


5896 

7520 

23 Gross fixed assets 

.31931 

21181 

73217 

57937 

97756 

90439 

24 Accumulated depreeiation 

20234 

159(H) 

207.38 

182.56 

22907 

1937.3 

2S Inventories 

15486 

15357 

18662 

14510 

22652 

20552 

26 Total asscts/habilities 

.34171 

31288 

10.3018 

814.37 

1.39414 

129731 

Mfscellanenus items 

27 Excise duly 

7728 

7443 

7728 

7443 

3541 

28(H) 

28 Gross value added 

1.5462 

8815 

13.552 

121.50 

1.3266 

11954 

29 Total foreign exchange iiicoine 

1414 

4X6 

4775 

2487 

5128 

188.3 

30 Total foreign exehangc outgo 

8428 

5115 

12.322 

7814 

524.3 

4106 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (9() 177 98 

153.90 

43 06 

47 28 

38 72 

28.54 

32 .Sales to total net assets (91) 

.319 42 

401 6.3 

49 29 

.54 71 

44 74 

32 51 

33 Gross value added to 
gross fixed assets {%) 

48 42 

41 62 


20.97 

1.3 .57 

1.3.22 

34 Return on invesiment 

(gross profit lo total assets) (‘i ) 

2*) 22 

15 37 

4 49 

6 20 

5.98 

6.10 

35 Gross profit to sales 
(gro.ss margin) (%) 

1642 

9 99 

10 4.3 

13 12 

15 44 

21.37 

36 Operating profit lo sales (%) 

17 .39 

10 42 

19 06 

19.01 

20 .39 

27.92 

37 Profit before tax to sales {%) 

9 29 

5 80 

5 82 

8.99 

8.76 

12.91 

38 Tax provision to 
profit before lax (%) 

.50.47 

.39.74 


_ 


. 

39 Profit after lax to net worth 
(return on equity) (%) 

20 30 

14.45 

6 95 

10 4.3 

5 66 

5.89 

4U Dividend ('%) 

70.00 

50 00 

I5(K) 

?.5.0() 

20.00 

20 (K) 

41 Earning per share (Rs) 

28.31 

17.07 

3.49 

561 

4.22 

4.27 

42 Book value per share (Rs) 

1.39 44 

118.10 

38.93 

.39.10 

74.6.5 

72.43 

4.3 P/E ratio 

10 77 

20 62 

5 74 

.5..34 

4 03 

3 75 

44 Debl-cquity ratio 

(adjusted for revaluation) (%) 

16.89 

2 95 

188.57 

148 84 

.37.28 

.31.11 

45 ■ .Shorl-terni bank borrowings 
lo inventories (%) 

18 96 

0.00 

0 (M) 

0.00 

26.0.3 

36 59 

46 Sundry creditors to 
sundry debtors (%) 

1056.59 

207.3 70 

98.10 

91.28 

118.0.3 

130.34 

47 Total remuneration to employees 
to gross value added (%) 

33 46 

44.34 

.36.66 

.36.01 

38.40 

33.24 

48 Total remuneration to employees 
to value of produelion (%) 

8.46 

8.04 

I0..56 

II.li 

9.52 

9.84 

49 Gross fixed as.sets 
formation (%) 

.50.75 

15.48 



8.09 

12(H) 

50 Growth in inventories (%) 

0.84 

45.29 

28.61 

20.3.3 

10.22 

25.94 


- means nn( available. 


This was despite a 45.8 per cent increase in 
net sales. A sharp nse in operating expenses 
led to a mere 6.5 per cent rise in operating 
profit. Further, a steep rise in interest charges 
(up 16.8 percent) and depreciation provision 
(up IS.I per cent) saw even the ri.se i,n 
operating profit being nullified. 
Consequently, net profit fell by 1.1 per cent 
over the previous year. Despite the fall in 
the hottomlinc, the company maintained the 
dividend rate at last year's level of 20 per 
cent. 

With a 172 per cent increase in exports, 
however, the company turned from a net 
importer in the previous year to a net exporter. 

An automatic manufacturing line was 
installed at the company's engineering 
division at Rainunnri during the year. This 
line uses one of the most advanced 
technologies and produces high quality 
intricate castings with very close tolerances 
and free of internal defects. The investment 
made in an automatic moulding line, testing 
equipment and .sophi.sticated heat treatment 
facilities in die unii has helped the company 
to produce complex steel castings of world 
standards. The engineering plant at 
Santragachi received an order for manufacturr. 
of special wagons to move coal in a meny- 
go-rotind Irom the pit head to the iliermal 
power station. It al.so received substantial 
orders, despite stiff competition, both tiom 
the railways and the public/privatc .sector 
enterprises under the ‘own your own wagon’ 
scheme. The third division at Tijala managed 
to execute the order for turnouts from the 
Konkan railway. The unit has also supplied 
modern turnouts to the railways which arc 
presently undergoing I leld trial. Based on the 
satisfactory pcrforinaiicc of the turnouts in 
these sectors, it is expected that the railways 
will go lor more such modern turnouts 'To 
meet this projected requirement, the 
company's third plant has already a.ssimilated 
the advanced technology 

Meanwhile the project work at the 
company’s general engineering works lor 
the expansion ol its tyre bread wire plant a 
Faridabad is under way and the division has 
also replaced its existing patenting furnace 
with a gas fired patenting lumaee which will 
savcco.st and conserve energy Th's division 
is gradually shifting Its attention to speciality 
wires in order to achieve higher value added 

The cynuric chloride plant being set up 
by the company is expected to be 
commissioned in 1997-98. The company’s 
cyanides and chemicals division has received 
a letter of intent to incrca.se the existing 
capacity of the diphenyl guanidine plant. 

The company’s high tension insulators 
division at Mandidecp (Madhya Pradesh) 
now manufactures the entire range ol 
solidcorc and bushing insulators including 
245KVand400KV ratings.Thcstecldivision , 
at Malanpur (Madhya Pradesh) has further' 
developed different grades of high value { 
added steel. The bar mill .section of the; 
rolling mill along with its handling and 
finishing line is under implcmentatiun. 
However, the supply of power from MPEB 
has been erratic. 

Thccompany’.ssharcpricccurrcntlyhover!j5 
around Rs 17, discounting its 1995-961 
earnings per share by a mere four times. 
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OF LIFE, LETTERS AND POLITICS 


Spelling Is All 

►gpd 

Bal Thackeray knows (and so does Pramod Mahajan of the BJP) that 
the urban Maharashtrian response is overwhelmingly pro-Hindutva in 
the normal course. For them Thackeray’s irresponsible utterances are 
an avoidable nuisance. But nothing more. 


IN the beginning there was the word. Lately 
it appears history has changed. In the 
beginning there was spelling. Consider the 
following. Not so long ago there was a man 
in the land of Marathas. His name was 
lliakare. A fairly important name in the non¬ 
brahmin ('Brahmanctara') movement in 
Maharashtra. He used to edit and publish a 
journal called Prahodhan (Enlightenment) 
and, as is the practiccin the Marathi language, 
the pioneer editors are known by their 
journals, the names of which become their 
names in a manner of speaking. 'Bhatakar' 
Bhopatkar. ‘Sandeshkar’ Kolhatkar, 
'Kalkartc’ and so on - Bhala, Sande.ih, Kat 
being the names of the journals. So Thakare 
was known as ‘Prabodhankar’ Thakare. You 
can see his statue near the Portugese Church, 
Dadar, in Mumbai. This fairly important man 
in the modem history of Maharashtra has 
now a rather dubious distinction of being the 
father of Bal Thakare who unlike his father 
believes that all social revolution must begin 
with spelling. In the beginning was spelling. 

So he changed his name or rather the 
spelling of his name to Thackeray after the 
famous Bntish novelist whom he has not 
read. We cannot vouch for this, but are 
reasonably certain. Who reads William 
Makepeace Thackeray these days except 
perhaps teachers of English, what with 
Canadian and Australian literatures and, of 
course, post-colonial ity with its real or 
imaginary ramifications? When the teachers 
of English have no time for William M 
Thackeray, Bal can be forgiven if he has not 
read a single line by the famous British 
novelist. 

Clearly it is unfair to W M Thackeray. The 
native surname of the lion of Vandre (the 
original Marathi for Bandra which even the 
Maharashtrians do not any longer use) is 
phonetically very different from the British 
Thackeray.’But that is not the only point. 
Rir Thackeray, fiction was culture, for our 
native Thakare culture is fiction! 

Bat Thakare is determined to prove that 
in ways more than one. Walter Benjamin had 
said that the fascists aesthetici.se politics. 
Thakare is determined to prove him wrong. 
He is out to demonstrate that we can do 
without culture and ba.sic decencies. All this 
has a long history. But its recent episodes 
have begun with a young poet in Kalyan. 


He wrote a poem wherein Vitthal and 
Rukmini, the most popular deities (Vishnu 
and Rukmini in the local ‘avatara’) of the 
Maharashtrian masses, were described in an 
allegedly ‘blasphemous’ manner. We say 
allegedly because wc have never understood 
what is wrong with blasphemy. A couple of 
years ago a Chinese teacher of German wrote 
a hook “in defence of blasphemy”. A similar 
exercise in Marathi and in every Indian 
language for that matter is absolutely 
necessary. Anyway Sreedhar Tilwe, the 
unfortunate poet, was found by Shiv Sena 
activists turning his writer's freedom of 
expression into freedom of blasphemy. This 
happened roughly at the same time as the 
BJP and the Sangh parivar discovered 
Husain's 20-year-old painting of the nude 
Saraswati. Economics of liberal protest 
concentrated on the damage done to the 
precious(rcadcostly) works of Husain. There 
was nothing wronginthat. But the ‘national’ 
protest completely ignored the small poet in 
a small-time language. There was a news 
Item or two here and there and Tilwe was 
forgotten. Shiv Sena thought and perhaps 
rightly that while the liberals would be busy 
protesting against the treatment meted out 
to Husain by the BJP and the Sangh parivar, 
it can play its game of cultural terrorism. 
Culture is fiction but terrorism can be and 
was real. It seems to have worked. Nobody 
talks about Tilwe and the FIR filed against 
him. Even the Marathi Sahitya Sammelan 
did not remember Tilwe. They seemed to 
have succeeded* in spelling literature and 
culture differently. 

Till theotherday, that is. The ‘Yuti Sarkar', 
as the B IP-Shiv Sena government is known, 
decided to institute a Maharashtra Bhushan 
award, a kind of local Bharat Ratna if you 
will, in 1996. The first award was given to 
P L Deshpande in 1996. P L Deshpande is 
a bit of an icon for Marathi readers and 
theatre-goers who together make up a huge 
number. Deshpande went to Mumbai to 
receive the award. In the presence of Bal 
Thakare and Manohar Joshi in his brief speech 
he played on spelling again! He said that he 
was sorry that he has to .see ‘lokshahi’ 
(democracy) turning into ‘thokshahi’ (rule 
by teiTor). That change of spelling, ‘I’ being 
replaced by ‘ih’, angered archspelling- 
changer Thakare. He must have felt that in 


the beginning there was spelling, his spelling. 

P L Deshpande had no right to change any 
spellings. 

There was some controversy thereafter, if 
Deshpande felt so strongly on the question 
why did he accept the award in the first 
instance? A nd so on and so forth. That contro¬ 
versy need not detain us. Bal Thakare reacted 
to Deshpande’s criticism in words which 
were unprintable. Ever since he and his 
positions on culture have been in the news 
and also at the centre of a middle class storm. 

It has been a middle class stonn and nothing 
more. The Marathi Sahitya Sammelan, the 
annual celebration of Marathi letters, passed 
a resolution agaiast some general anti-art 
and anti-literature tendencies growing in 
India and Maharashtra. The resolution did 
not name the Yuti Sarkar or the Shiv Sena. 
Girish Kamad. the Kannada playwright and 
film-maker who inaugurated the ‘utsav’ 
(celebration) made an eloquent attack on 
those who were responsible for the current 
state of affairs, but did not name anyone in 
particular. No Marathi function is complete 
these days without film personalities. So 
Basu Bhattacharya and Gulzar, the ‘other’ 
film makers, who were there, did not name 
anyone either. Sreeram Lagoo seems to have 
been the only person who did not mince his 
words. When the innocuous resolution was 
tabled on the last day there was slogan 
shouting from both sides for about 13 mi nutes 
and some scuftles. But that’s about all. 
N S Inamdar who writes hagiographical 
fiction, was the president of the Sammelan 
this year. He seemed unperturbed by what 
has been happening in the field of culture 
in Maharashtra. 

In short, Bal Thakare got away with 
everything. He demonstrated that no 
indecency is good enough for him. Nobody 
dare attack him or the Sena. This is not to 
say that he was not criticised. Of course he 
was. From Pushpa Bhave to l.akshman Mane 
voices were raised. Angry voices too. But 
that was the end of it. 

It is reminiscent of the Emergency. The 
Sahitya Sammelan under the leadership of 
Durga Bhagavat was far more critical and 
forthright than it was this time. PL De.shpande 
had joined the election campaign in 1977. 
'iliis time no elections are round the comer 
anyway. Before long an ‘all’s wcl,\that ends 
weir situation will prevail. 

The Yuti Sarkar probably thinks that 
middle class protests do not make any political 
difference. After all wasn’t it the case that 
even with P L Deshpande campaigning the 
Janata Dal had not made much headway in 
Maharashtra in 1977. The Congress had 
romped home quite comfortably. So why 
bother? Thakare has already said that 
P L Deshpande is a great author and has 
asked to let bygones be bygones. The only 
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difference perhaps is that, unlike the 
Congress, the Shiv Sena is primarily an 
urban phenomenon. Middle class sensibilities 
do matter in urban surroundings. Perhaps 
that's where the catch lies. Thukaic knows 
(so docs Pramod Mahajjin of the BJP) that 
the urban Maharashtrian response is 
overwhelmingly pro-Hindutva in the natural 
course. For them Thakare's irresponsible 
utterances are an avoidable nuisance. But 
nothing else. At least so it seems so far. 
Pramod Mahajan of the BJP seemed to have 
that in mind when he nonchalantly said that 
P L Deshpande is not such an icon as 
everybody is making him out to be. A sharp 


It IS trite to say that a (ournalist has no more 
rights than an ordinary citi/cn. This 
proposition, surely, is subject totwoobvious 
qualiftcaiions. One is that, say like a lawyer, 
he has rights as a member of a profession 
which others do not have An ordinary cili/en 
cannot demand acccssto prisons for instance. 
The press as an institution has a valid churn 
to such access and so has a (oumalist as a 
member of that profession. As the U,S 
Supreme Court has recognised, the media 
acts as a 'surrogate' for the public. 

The second i)ualificaiion is that journalists 
face risks an ordinary citizen docs not. On 
November 26.19% the former correspondent 
of the BBC in Srinagar, Yusuf Jamcel, 
received awards from the Committee to 
Protect lournalists (CPI), along with three 
others, at a ceremony m New York. Yusuf 
JamecI sustained injuries in his oft'ice while 
a friend, Mushtaq Ali, a distinguished 
photographer died instantly when he opened 
a letter bomb addressed to Jamcel. This was 
not the first time that Jamce' had faced a 
threat to his life in the seven years of the 
insurgency in Kashmir. The three otheis 
were a Mexican, a Palestinian and aTurkish 
journalist. All four received the 1996 
International Press Freedom Award for their 
courage and integrity. 

The occasion marked the CPJ's 15th 
anniversary. Little did the American 
journalists who filed papers for its 
incorporation in 1981 realise that they were 
establishing an institution which would win 
global recognition. They dedicated it to the 
defence of “human and professional rights 
of journalists around the world”, concerned 


and arrogant comment was his, he made it 
and got away with it too. 

‘All's well that ends well’, the Sena people 
can legitimately say. They have given their 
replies. In Shakespeare's play of that name 
the clown's replies have been likened to a 
barber’s chair which fits every buttock. 
Thakare has developed the style of the 
'barber’s chair’ response to everything. He 
believes that his audiences, however 
disgusted they might be temporarily, do get 
back to him. For his ribaldry they can hardly 
do without. Some indecencies arc always 
forgiven, or so the Marathi Thackeray seems 
to think. 


as they were at the nse in attacks on journalists 
ail flvet the world. In central and south 
Amer .a, death-squads with obvious state 
backing were let loose on journalists. Yusuf 
Jamcel and another Kashmiri journalist who 
IS respected for integrity, courage and ability, 
Zafar Mcraj, faced death at the hands ol the 
government-sponsored killer squads 
composing former militants. To his la.sting 
shame, Farooq Abdullah lauded these 
elements (or facilitatingthehuldingofnggcd 
elections in Kashmir and his own return to 
power. 

The CPJ has a formidable team of 
researchers out of sheer necessity. For, it is 
pledged by its documents of mcorptiration 
to protect journalists by wielding the weapon 
of publicised truth - through ‘'thecompilation 
and verification of the actual or threatened 
violations of the professional rights of 
journalists; the mobilisation of public opinion 
throughout the world for the prevention 
of...such violations; and the dissemination 
of information concerning the status and 
treatment of journalists throughout the 
world”. 

Inoneycar, 1995 alone, theCPJ responded 
directly to inre than 250 cases of press free¬ 
dom violation and documented 500 others. 
Requests for help pour into its office which 
IS situated at 330, Seventh Avenue, New 
York, NY 10001 (Phone (212) 465-1004. 
Fax (212)465-9568; E-Mail info@cpj.org). 

Vikram Parekh is programme co-ordinator 
for Asia. The CPJ’s sheer range of activities 
is astonishing. It filed, for instance, an amicus 
brief in a famous libel case in Croatia. Besides 
an annual report and a quarterly newsletter 


entitled CPJ: Dangerous Assignments, the 
organisation puts out a steady stream of 
special reports on press freedom. Three recent 
ones covered Russia, Ethiopia and the US. 
The last is entitled Silenced; The Unsolved 
Murders of Immigrant Journalists in the 
United States. 

The Media Studies Center, sponsored by 
the Freedom House in New York, publishes 
a quarterly journal. The last issue was devoted 
to ‘Joumali.sis in Peril’ the world over and 
had excellent contributions, many from the 
CPJ including Peter Bemctt and Vikram 
Parekh. 

Like Amne.sty. International the CPJ’s 
reputation restson its impartiality and diligent 
research. The amicus brief Died in the court 
in Zagreb, Croatia in the libel case against 
two journalists cites case law, Amencan and 
European, in their defence copiously. One 
day Indian journalists would begin to draw 
on its resources as well. Strangely, little is 
heard of it in India. 

This brings to mind another area where 
the media is exposed to yet graver physical 
risks as well as to censorship - war coverage' 
as well as coverage of insurgency situations.' 
The US government and tho.se of its allies 
in the Gull War behaved disgracefully in 
imposing censorship duiing that war. This 
has a wider impact than reportage of armed 
conflict. It affects gravely reportageof respect 
for international humanitarian law during 
military operations. The only check against 
the violations is public exposure and censure. 
Journalists alone can perform this task of 
exposure. 

It IS time the International Committee of 
the Red Cross and the CPJ put their heads 
together to draw up mles for the better 
protection of journalists in such situations 
so that the ICRC’s task is also facilitated 
It is not widely known that the ICRC has 
for at least the last 20 years been actively 
seeking suc’a support. For example, the 23rd 
International Conference of the Red Cross 
which met in Bucharest in 1977 adopted 
Resolution No XX which inter alia 
“expresses the wish that governments and 
all other public and private bodies facilitate 
the mission of the Red Cross by continuing 
to provide access to tho.se information media 
which, due to their multiplying effect, will 
enable it to make its action and its needs 
better known to the public”. 

Two protocols to the four Geneva 
Conventions of 1949 were adopted in 1977. 
India has yet to ratify them. Article 79 of 
Protocol I is concerned with ‘Measures of 
protection for journalists’. It refers to 
“journalists engaged in dangerous 
professional missions in areas of armed 
conflict” and proceeds to enjoin their 
protection. Articie4A(4)ofthcThird Geneva 
Convention (on the treatment of pri.soners 
of war) provides for identity cards for was. 
correspondents. Here is a good foundation 
to build upon. 


CIVIL LIBERTIES 


Journalists’ Rights 

A G Noorani 

Journalists face risks that an ordinary citizen does not and have 
rights as members of a profession which others do not. Ensuring the 
freedom of the pre.ss in part means protecting the human and 
professional rights of journalists. 
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COMMENTARY 


INDIAN LANGUAGES NEWSPAPERS: 3 

^Bengali: ‘Professional, Somewhat 
Conservative’ and Calcuttan 

Robin Jeffrey 

In spite of technological possibilities and the apparently increasing 
wealth and political influence of rural West Bengal, newspaper 
proprietors have not followed the road taken by their counterparts in 
much of the rest of India: not one major newspaper has even a 
printing centre outside Calcutta resulting in a lack of penetration of 
the newspapers into the countryside. 

I Spreading acro.s's India after the end of the ‘emergency’ in 1977, 
technological change in the form of the personal computer and 
offset press revolutionised the newspaper industry. The circulation 
of daily newspapers in all languages trebled between 1976 and 1992 
- from 9.3 million to 23.1 million and the dailies-per-thousand 
people ratio doubled - from 15 daily newspapers per 1,000 people 
to 32 per 1,000. 

Regular reading of .something called ‘news’ both indicates and causes 
change. Expansion of competing new.spapers clearly signals the 
vitality and growth of capitalism: newspapers have owners and 
owners must have advertisers. 

The changes of the past 20 years are obvious yet largely unstudied. 
The essays in this series on the press in the major Indian languages 
are part of a larger project to map, analyse and try to understand the 
transformation of the Indian language newspaper industry. / 


IT IS a truism that Bengal once provided the 
intellectual leadershipoflndia-‘‘pioneenng 
^ in Indian journalism as well as .. giving the 
^lead tn socio-rcligious and political 
controversies."' It is a truism al.so that i'rom 
the 19.10s Bengal slid into diviston, disarray 
and political sterility. Calcutta, once the 
second city of a British empire, became a 
synonym lorurban disaster, andEast Bengal, 
today’s Bangladesh, became Henry 
Kissinger’s notorious ‘international basket- 
case’. 

The Bengali press in some ways reflects 
the mixlem political history of the Indian 
state of West Bengal. Bengali was the 
language in which the ideological struggle 
against foreign rulegenoinely began. Bengali 
was the first Indian script to have international 
companies invest in it. The Linotype 
Company delivered a hot-lead mechanical 
casting machine for Bengali in 1935, a 
technology produced for iheRoman alphabet 
in the 1880s.^ Such equipment was not 
produced for the De vanagari and other Indian 
t scripts until after the second world war.’ 

Calcutta was once India's commercial 
capital. But from the outbreak of the second 


worlu war, Bengal became a region 
traumatised. The famine of 1942-44 was by 
far the most devastating in south Asia in the 
20th century. And the partition of 1947. the 
creation of millions of refugees and the 
obvious shift of commercial activity to 
Bombay, and political activity to New Delhi, 
left the new state of West Bengal contracted, 
contracting and self-absorbed. 

Calcutta and Bengal had produced India’s 
first newspaper - James Micky’s Bengal 
Gazette or the Original Calcutta General 
Advertifer [.sic] which published from 1780 
until the confiscation of his press by the East 
India Company’s government in 1782. The 
enterprise quickly produced competitors, all 
of them concerned with advertising and. 
according to one later critic, “scurrility and 
servility..., the only two notes known to 
Calcutta journalism.’’" By 1830, the vast 
province of Bengal produced 50 ncw.spapers, 
most of them in English, with a total 
circulation of about 2,200.' Rapid expansion 
of the Bengali press came after the revolt of 
1857. In Britain itself, the 1850s marked a 
decade of press expansion as a result of the 
abolition of the paper tax, innovations in 


printing and the excitement generated by the 
Crimean war and the ‘Indian mutiny'. In 
India, by 1870 the number of Bengali 
newspapers approached 90, and their 
criticism of British rule troubled the rulers, 
who responded with the Vernacular Press 
Act of 1878. Subjecting Indian language 
newspapers to controls from which English 
language newspapers were exempt, it shaped 
the activities of one of the great Bengali 
newspaper families. It embedded a tradition 
of privilege that the English language still 
enjoyed in the 1990s, according to some 
proprietors and journalists. 

A fondly told story of the Vernacular Press 
Act holds that it was directed particularly 
against Amrita Bazar Patrika, a forebear of 
today’iiAnanda Bazar Patrika and itself still 
publishing, barely, in the 1990s. The story 
reveals ideas about the power of Indian 
language newspapers yet their paradoxical 
vulnerability; it includes too the ambiguous 
place of English- the languageof unjustified 
privilege yet little genuine influence among 
‘the people’, a category to be both exalted 
and feared. 

Amrita Bazar Patrika was started in 
Bengali in the village of Amrita Bazar in 
Jessore district of eastern Bengal in 1868 by 
a family of kayasths led by Sisir Kumar 
Ghosh. The paper was soon involved in a 
libel case, began publishing in English as 
well as Bengali and moved to Calcutta in 
1871. Its own triumphal accounts of these 
years emphasise Sisir Kumar’s reply to an 
Indian official who warned that “your 
writings...may...spread discontent and 
disaffection.” The people, said Sisir Kumar, 
“arc now more dead than alive and need to 
be roused from their slumber. Our language 
has, therefore, to be loud and penetrating.”* 
The language appears to have penetrated the 
Lieutenant Governor of Bengal. According 
to the story, the lieutenant governor. 
Sir Ashley Eden, tried to win over the 
newspaperbyofferinggovernment patronage 
in return for having the newspaper’s copy 
vetted by officials. Sisir Kumar rejected the 
proposal, made an enemy of Eden, and the 
Vernacular Press Act was the result. But 
Amnta Wazarhad the last laugh: it converted 
itself from a bilingual paper into a purely 
English language newspaper just in time to 
avoid the provisions of the act, which 
exempted English language newspapers.’The 
story became legendary, and Sisir Kumar’s 
great-grandson was still tellingit substantially 
the same way to fellow train-travellers in 
1994.* In his version, however, Eden offered 
Rs 1,00,000 to import the latest printing 
equipment - a reflection perhaps of the 
preoccupations ot Indian language newspaper 
proprictois in the 1990s. 
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The Vernacular Press Act was repealed by 
the Liberal-appointed viceroy. Lord Ripon, 
in 1881. but its enactment constituted a 
landmark in the developing racism of the 
British in India in the late 19th century. The 
rationale for the act was that material written 
in English could not inflame the ma.sscs and 
therefore the Engl ish press need not be subject 
to such tight restrictions as the uncontrolled, 
immature Indian language press. In fact, 
British officials knew they would outrage 
British newspaper owners if they tried to 
bring their newspapers under tighter control. 
At the same time, officials found the Indian 
language press hard to monitor, understand 
and, under the aval labic I aw. sue or prosecute. 
One of the surviving outcomes of the 
Vernacular Newspaper Act were the Reports 
on Native Newspapers, prepared weekly or 
fortnightly by government translators in 
every province. Continuing until the 193()s, 
these have provided the substance for 
scores of MA and PhD theses since 
independence in 1947. Most of the original 
newspapers di.sappeared or disintegrated 
long ago. 

A daily from 1891, Amrita Bazar Patrika 
by the beginning of the 20th century was re¬ 
cognised as a pillar of the national movement, 
the inspiration even tor B G Tilak and his 
Marathi language Kesari in Pune.'' In 1922, 
generational change within the Ghosh 
family led to division. A branch split off 
and started a Bengali daily Ananda Bazar 
Patrika, from which grew Hxlay’s powerful 
media group.'"The two newspapers became 
keen rivals, and in the intensity of Bengal's 
politics and the struggle against the British, 
they intruded on each other's circulation 
base. In 1937, Ananda Bazar started an 
English daily, the Hindustan Standard 
(which staggered on till 1974 in Calcutta), 
and Amrita Bazar retaliated with a Bengali 
dai ly, Jugantar. After independence, Ananda 
Bazar adapted more successfully to the 
need for management and advertising. 
Under A K Sarkar (1912-83), a chartered 
accountant and science graduate, Ananda 
Bazar Patrika in the 1960s became India’s 
largest circulating daily published from a 
single centre and the base for one of India's 
major media groups.'' Amrita Bazar Patrika 
and Jugantar declined, stopped publishing 
in 1990. and though revived, apparently with 
political help, in 1993, faced an uncertain 
future. The fate of Amrita Bazar underlined 
the cbmmercia! requirements of the 
newspaper industry after independence. No 
matter how highly old elites might have 
regarded its service in the nationalist 
struggles, a newspaper in the 1980s was only 
as secure as its latest circulation figures and 
advertising rates. 

Ten years after independence, the Registrar 
of Newspapers recorded only five daily 
newspapers in Benga'i (combined circulation: 
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1.84,000). This put Bengali seventh in daily 
circulation among India's 13 major 
languages, though Bengali is, after Hindi, 
the most widely spoken language in south 
Asia.’’ To be sure, the majority of those 
speakers now lay in a foreign and hostile 
country - East Pakistan - but even within 
India, Bengali ranked after Hindi as the 
second largest spokenlanguagc. Why weren't 
Bengalis reading newspapers? 

The answers relate to education, class and 
economics. Though the high caste elite - the 
so-cal''id 'bhadralok' -ofCalcutla had been 
intellectual leaders for more than a hundred 
years, they were far from constituting a 
majority of Bengalis. Indeed, the gap between 
the reading elite and the largely illiterate 
masses was as gaping as the gulf between 
Calcutta and the countryside. The great city 
was a sponge, sucking resources and talents 
from the rural areas and giving little in return. 
Other language regions had various centres 
- Mumbai, Pune and Nagpur for Marathi, 
Mumbai, Ahmcdabad and Vadodara for 
Gujarati, etc - but for Bengal, there was only 
Calcutta. Even in the 1990s, the only audited 
Bengali publications to originate from 
anywhere except Calcutta are two magazines 
from Allahabad in the heart of the Hindi belt. 
They publish there to cater to a dispersed 
Bengali clerical class that staffs offices 
throughout north India.'' All three of the 
major Bengali dailies sell halfof their copies 
in the city itself, even though Calcutta 
accounts for only 16 per cent of West 
Bengal's population and a quarter of the 
state's literates. 

Thc.se details illustrate the class divisions 
of Bengal. Though Bengal had a powerful 
communist movement from the 1930s and 
the state of West Bengal has had governments 
led by iheCxjinmuni.st Party of India (Marxist) 
(CPftM)) since 1977, hierarchy, distance 
and intellectual snobbery prevail. Ganasakti, 
the CPI(M)’s daily founded in 1967, was 
until the I990.S uncompromising in its 
attempts to 'improve' its readers rather than 
entertain them. Aveck Sarkar,editor-in-chief 
and part-owner of Ananda Bazar Patrika, 
the largest Bengali daily, captured this sense 


of Bengali newspaperscateringtoacultivated 
citizenry; 

The other Indian language newspapers are 
very shoddy editorial pr^ucts, and I don't 
think there is a very strong commitment to 
editorial excellence. 

There are only about three developed 
languages in Asia - Chinese, Japanese and 
Bengali.... People have attempuxl to make 
it [Bengali] as good as the English language 
at all levels. ...No educated Malayali reads 
Malayala Manorama: no educated Tamil 
reads any Tamil paper...[but in Bengal 
people from an] educated professional 
background...would all read a Bengali 
newspaper... 

I have never seen a Gujarati or Tamil paper 
in my life. We have always compared 
ounsclves with the best.... our idea has been 
essentially moulded by the quality of English 
newspapers... [and other Bengali newspapers] 
basically copy us. It's not merely us, it's a 
social heritage. ...Each and every Bengali 
civil servant will read my paper.''* 

Claims to having an influential readership 
contribute to the creation of a profitable' 
newspaper. Advertisers si ncc the 1980s have 
accepted Ananda Bazar Patrika's claims to 
a high-quality (i e, wcalthiei) readership, 
particularly since the group started the 
successful English language daily. The 
Telegraph, in 1982. In iWS, Ananda Bazar 
Patrika circulation of 4,7.S,(K)0madcit the 
largest .selling daily in India published from 
a single centre.*’ This combination of high 
advertisement rates and circulation leadership 
have discouraged Ananda Bazar Patrika trom 
trying to push its sales in the countryside and 
small towns of West Bengal - where 85 per 
cent of Bengalis live. Ananda Bazar’s nvals 
lacked the ilnanccs to do so - and the 
confidence that the advertisers will accept 
that rural readers in West Bengal have 
purchasing power v/orth cultivating. ’’ 
Newspaper struggles were therefore largely 
waged in Calcutta itself. This was leflectcd 
in the surprisingly low ratio of dailies-pcr- 
thousand-peoplc (see Table). This hovered 
just under 20; 1,000 in the 1980s. lower even 
than the ratio for Hindi (about 25:1,000). 
The gulf between Calcutta and the provinces 


Tabi-I: Population Chanof. in West Bfnoai. and Newspaper Ciianoe in Bfnoam, 1961-91 


1951 

1961 

1971 

1981 

1991 

Population (millions; 24 8 

34.9 

44.3 

.54.6 

68.1 

No literate ( iillions) 

10.2 

14.7 

22.3 

32.7 

Literacy (per cent u( total population) 

29 

33 

41 

48 

Urbanisation (per cent) 

24 

25 

27 

27 

Bengali daily circulatioas t'OOO) 

Bengali dailies-per-'OOO people 

234 

597 

1.059 

995* 

in West Bengal 

7 

14 

19 

18 


Notes: The literacy figures are based on total population numbers used in the PAYB for the relevant 
years. Bengali daily circulations are those of the Registrar for Newspapers of India (RNI), 
which fluctuate considerably. 

* The RNI's figures for 1991 seem artificially low. Bengali daily circulations for 1992 had 
bounced back to 12,42,000, and I have used that figure to calculate the dailies-per-'OOO ratio. 
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and between the educated classes and the rest 
seemed vast. Though one might scoff at the 
crudity of the Gujarati and Tamil press, both 
languages had larger proportions of their 
people reading daily newspapers. 

Calcutta’s elites appeared to feel a disdain 
f/or the countryside and the ‘lower orders’ 
which made rural West Bengal seem an 
unlikely place to find readers or consumers. 
Such a feeling seemed symptomatic of 
Bengal’sdifficulty with capitalism. The elites 
looked more to the nation and the world than 
to the backyard. The Ananda Bazar group, 
though based on a Bengali daily, looked to 
a national - even an international - audience 
and market. As well as The Telegraph, the 
group ran the English weekly Sunday, the 
English business weekly Business World 
and the business daily Business Standard. 
The ability to operate successfully nationally 
and in English lessened the compulsions to 
discover a larger Bengali market. 

Neither could rival capitalists see clear 
returns in the countryside. Circulation was 
only useful if it brought influence and 
advcitisers, and Bengali proprietors were 
not (are not'') convinced that rural West 
Bengal would bring either. Poor telephone 
and road communication and heavy capital 
costs to establish new production centres 
added to the discouragement ot any attempt 
to do in West Bengal what was being done 
in Andhra Pradesh, Kerala or elsewhere. 

The most notable attempt to change this 
pattern came in the 1990s from capitalists 
inthcchit fund industry-from which EVrwf/M 
had risen in Andhra Pradesh 20 years before 
Overland was iounded by the Overland 
Investment Company, a chit fund 
urgantsation, in 199.1, It aimed at the districts 
of West Bengal, was hailed as “a marketing 
mastcrstiokc" and claimed a circulation of 
1,20,(XK) within a few months. It focused on 
local news, emphasised education and exam 
preparation and was priced at Rs 1.50 well 
below cost for a 12-page paper with few ads. 
Overland quickly produced an imitator - 
Pratihedan, also owned and run by a chit- 
fund tycoon.'” Within a year, however, both 
proprietors were in Jail, charged with 
defrauding chit-fund investors." The 
newspapers stopped publishing.'" 

The evidence of these brief experiments 
was contradictory. To be sure, a market 
appeared to exisl;.noone denied that Overland 
was popular as non-Calcutta newspapers had 
seldom been. -But Overland lost money. 
Would small-town and rural readers pay an 
economic price for a newspaper and would 
advertiscrsdecidc that real purchasing power 
existed in rural West Bengal? Consumer 
surveys .suggested that the answer to both 
questions might be yes. One found that 
households with middle-range incomes in 
ratal West Bengal doubled between 1990 
and 1993 - from about one million to 2.2 


million.'" But the experiment of a sustained 
attempt to garner rural readers on a large 
scale was yet to be made. The Calcutta- 
centred nature of Bengali newspapers - and 
perhaps, too. of life in Bengal itself - appeared 
to result in a static, or even declining, ratio 
of daily newspapers to people. 'The figure 
was 19 per 1,000 in the early i980s and, even 
using the most favourable figures, stood at 
about the same (or even slightly lower) in 
the early 1990s. 

As well as Ananda Bazar Patnka, the 
Bengali dailies that survived and prospered 
in the 1980s and 1990s - Aajkal {1,66,000; 
July-December 1993), the CPI(M)’s 
Ganasakti (1,02,(XX): July-December 1991) 
and Barfama/i (2,34,000: January-June 1995) 
- exhibited similar characteristics. Each was 
well laid out by the standards of i nternational 
English language newspapers, and each 
moved increasingly to expand its readership 
by catering for the widest possible audience 
in and around Calcutta. Sports and finance 
became prominent news topics. Ganasakti 
provided the ultimate example of this 
homogenisation of newspaper style. Once 
the sombre - ponderous, some people may 
have said - organ of a revolutionary party, 
Gana.Kakti was remade in the early 1990s to 
compete with other newspapers: 

Defending the charge that Ganasakti was 
losing Its class character, the editor, Mr And 
Biswas, pointed out that listing stock market 
quotations, writing about companies and 
having a matrimonial column did not mean 
a sellout ■* 

Ganasakti's marriage ad vertisements were 
open only to those people who were not 
seeking a dowry, and the stock-market 
quotations provided readers with a service 
that they had said they required. The 
newspaper now aimed to sell 30 per cent of 
its space as advertising each day.'' Yet 
Ganasakti, too, printed only one edition, 
heavily targeted at readers in Calcutta. 

Aajkal and Bartaman both arose from the 
transformation of the newspaper industry in 
the 1980s. The success of Aajkal, started by 
a wealthy impoft-exporter in 1981, 
foreshadowed the founding of Bartaman, 
again by a wealthy capitalist family, in 1984. 
Introducing phototypsetting and offset 
printing, Aajkal attempted to produce a 
broadly based, widc-appeal newspaper. It 
followed a well known formula, but with 
greater verve and application than elsewhere; 
it recruited a young staff, emphasised local 
news and developed an unutiually compre¬ 
hensive sports page." The successful Barta¬ 
man appro.ach included prominent sustained 
attacks on the long-runningCPI(M) govern¬ 
ment, which came to power in West Bengal 
in 1977 and survived into the mid-1990s. 
Bartaman, according to an admiring rival, 
has taken a distinct line against the CPM 
and Mr Jyoti Basil [chief minister of West 


Bengal]. He [the proprietor of Bartaman] 
runs a tirade regularly and that has given 
him an increasing circulation from t ,25.000 
to nearly 2,00,000. 

Both Aajkal and Bartaman, journalists 
agreed, were Calcutta-focused, "very 
professional and somewhat...conservative in 
their display". 

The example of the Bengali press makes 
it tempting to generalise about the way in 
which newspapers reflect the preferences 
and cultutes of their readers. But such 
propositions could be misleading and notably 
untrue. The process is two-way: proprietors 
and their friends make newspapers; 
ainsumers accept or reject them. In West 
Bengal, Calcutta’s intellectual and economic 
dominance - or, the certainty of Calcutta 
people that this dominance exists - has 
paralysed the Bengali newspaper industry, 
in spite of technological possibilities and the 
apparently increasing wealth and political 
influence of niral West Bengal,” newspaper 
proprietors have not followed the road taken 
by their counterparts in much of the rest of 
India. Nomajornewspaperhaseven aprinting 
centre outside Calcutta. “The ones 
lneyv,fpapers] that are in the di.stricts arc no 
newspapers at all" - poor measly sheets 
selling no more than one or two thousand 
copies.” The result of the lack of penetration 
of the countryside, where 73 per cent of the 
population lives, has been that West Bengal 
has fallen well beiiind other parts of India 
in its consumption of newspapers. This raises 
two interesting questions that I shall try to 
deal with in later essays. Do newspapers 
indicate levels of political participation and 
involvement? If so, what is the connection 
between the relatively low penetration of 
newspapers and the 20-year reign of the 
CPI(M) government? And what is the role 
of purchasing power in the expansion of 
newspapers? If we judge by cainomic surveys 
in the 1990s and the apparent success of the 
short-lived Overland, rural West Bengal has 
a market that has not been tapped. Is it only 
the myopia of the Calcutta elites - and the 
newspaper proprietors who serve them and 
are part ot them - that has precluded a 
notable expansion of newspapers in the Wes' 
Bengal countryside? 
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and Industry, there was a spurt in speculative 
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inordinate ambition. After vociferously 
supporting the privatisation-globalisation 
policy launched in 1991 and hoping for an 
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especially those in power, but they also need 
the support of the .state to advance their 
interests, including by way of large public 
investment i n key ateas. Suggestions, though 
cautious, have been made, for instance, that 
the hang-up with reducing the fl.scal deficit 
may hurt both the public and private sectors 
of the economy. 

Big business, gleefully enjoying the 
discomfiture of politicians exposed to judicial 
activism, has also been rattled by the actions 
of law enforcement agencies against its own 
constituents. But whatever be their personal 
irritation, businessmen realise that the general 
trend of official policy is heartening for 
them. The as.surances of the prime minister 
that he relied on their support and good 
counsel for policy-making have visibly 
boosted their confidence. The relaxation of 
contiols of private business combined with 
the handsome fiscal and monetary 
concessions and incentives during the five 
years of economic reform have certainly 
helped to boost profits and widen the areas 
available for private business interests to 
exploit. The friendly stance of the prime 


minister and the UF government, notwith¬ 
standing thecomplexitiesof coalition politics, 
is obviously of great satisfaction to them. 
The business community had been somewhat 
nervous in the aftermath of the electoral 
debacle of the Congress. But those in business , 
are known for their resilience and are well 
versed in the art of making the necessary 
adjustments in their relationship with those 
holding the leveis of power. They are now 
assured that the 13-party coalition govern¬ 
ment and its Common Minimum Programme 
are not against their interests. The process 
of forging of linkages with the UF government 
has now been consolidated by the favourable 
moves initiated by the prime minister. 

A problem to reckon with in this context, 
however, is the lack of coherence in the 
coalition of 13 politically and ideologically 
disparate parties. The anxiety of private 
business interests is that nothing should 
happen to encourage ‘indi.scipline’ in society, 
especially in the ranksof workers in organised 
industry. They arc not worried very much 
by the populist nouses and gestures of the 
government. What they want is readiness on' 
the part of policy-makers to enlarge the scope 
of resource mobili.sation tbrprivatc cnterpn.se 
to mop up community savings through the 
stock markets and through the generous flow 
offunds from the public financial m.stitutioi,s 
and banks. It is a matter of satisfaction to 
them that in response to their demands a 
variety of measures have been taken to ease 
the much-lamented liquidity crunch faced by 
industry and more have been promised. 

The Deve Gowda government is doing its 
best, as the prime ministeris fondof claiming, 
but it is also confronted by familiar dilemmas. 
Some of these stem from deep-rooted 
economic and social circumstances and others • 
from short-term political exigencies. When 
the economic reforms were launched, loud ' 
claims were made of reorienting the entire 
range of economic priorities. But the options 
for the government - not only the UF 
government but also Rao one - have turned 
out to be severely limited. Policy changes 
in a mixed economy and a democratic polity 
are difficult to put through. What has been 
possible to achieve in the five years of 
economic reform have, therefore, been 
adjustments which, according to business 
interests, have been on the fringes only. The 
only radical initiative has been to liquidate 
the licensing system for investment and to 
open the doors for inflow of foreign capital. 
Tlie problem is that neither has domestic 
investment picked up dramatically nor has 
foreign capital been attracted on the hoped 
for scale. The upshot has been that the 
impulses foreconomic growth have remained 
stalled. The infrastructure for development 
has deteriorated in the last five years. If this 
had been honestly admitted and corrective 
measures taken by the UF government to 


Fake Reform and Populism 

BM 

The year 1996 ended with the economy in the doldrums. The prospect 
for 1997 is hardly better. Reliance on fake reforms and populist 
measures cannot but further erode the political relevance of the UF 
government. 
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improve the efficiency of the economic 
reforms, public sector industry might have 
been shored up and private enterprise too 
might have settled down to perform better. 
In fact, however, public enterpnse has been 
emasculated and the private sector has turned 
10 speculative rather than productive activity. 
Side by side, those in politics have been 
prone to indulge in competitive populism. 
The more their political mass ba.se has 
weakened, the more desperate has grown 
their search for gimmicks. This is queering 
the pilch for the economy as well as the 
polity. 

With the launching of the economic 
rclorms, the policies which had prevailed for 
more than fourdecades had after al I to undergo 
a fundamental change. Most i mportantly, the 
idea of the public sector holding the 
commanding heights of the economy hud to 
make way for the pn macy of pri vatc enterpri sc 
mthegrowth process. Any ideaot preventing 
the concentration of economic power in 
private hands was rendered obsolete. It is 
nobody’s case, of course, that as a result of 
planned development the concentration ol 
wealth had been pievented or the public 
sector had really occupied the commanding 
heights of the economy. But development 
planning had become the basis of political 
articulation of the people's sentiments and 
aspirations. The economic relorms were a 
repudiation ot Ihi s. The business-government 
relationship hud, therefore, to be set up on 
a new basis. This has not happened. Business 
mierests me no longer content with mere 
adjustments in economic policy. They want 
Its total recasting. But for politicians with 
their attention necessarily focu.sed on political 
management, economic policy issues tend to 
be hazy and undelincd and, to the dismay 
of business interests, their policy 
Commitments are still not determined by a 
serious effort to liquidate antagonisms in the 
business-government relationship and 
c.stablish a framework of co-operation. The 
prime minister and the self-styled reformers 
111 the government want \ ery much to come 
to terms with business interests, but are 
finditigthis politically thorny. InademtKratic 
order they cannot ignore totally the 
sharpening conflict of economic and social 
interests. A thin upper crust of society wants 
to be left free to save, invest, produce and 
consume. However, the people have 
democratic rights and the voting power to 
press for a fair ^are of the gains of growth. 
The .social and economic policies of the 
democratic state have to be conceived and 
operated within the tolerance limits of both 
the elite and the people. This is what planned 
socio-economic development was all about. 
Hence the snags in the way of high growth 
as well as the political tensions which have 
grown and intensified in the reform era. It 
is not surprising that the Approach Paper of 


the Planning Commission on the Ninth Plan, 
drawn up in a hurry and quickly approved 
by the union government, amounts to a crass 
negation of planning. The document skirts 
any meaningful plan-policy linkage of the 
Plan and economic policies. As in the past, 
the Planning Commission has set out 
impress! vebut unrealisable targets. Business 
interests, Indian and foreign, on their part, 
have Ireated the Approach document with 
amusement, though they arc eager to partake 
of the joys of the new ‘indicative planning'. 

The danger ahead is a further decline in 
the rate of domestic saving, investment and 
capital formation. The n.scal and revenue 
deficits of the government have grown to 
uiimai agcable proportions. Employment in 
organised industry has shrunk in the last five 
years and effective demand in the economy 
has not expanded. The sharp decline in 
agricultural production in a near normal 
monsoon year is ominous. It shows that the 
potential for growth of farm production has 
been exhausted for want of investment. 
Inflationary pressures, dormant in 1995-96. 
too have erupted in the current year. The 
working of even established production 
capacities is, therefore, coming up against 
a demand recession in the market. The 
lihcralisation-globali.sation policies have 
induced interests, Indian and foreign, to 
cater to what may be called the upmarket 
rather than the mass market. This has 
provided opportunities for profitable import 
of a wide variety of sophisticated goods and 
for the setting up of as.scmply shops based 
on imported CKD and SKD kits and parts 
and Cl niponents. But the emerging market 
conditions show that the much-advertised 
middle class boom as the ba.sis foreconomic 
growth has little relationship with economic- 
social reality. Foreign investors and their 
Indian collaborators may continue to do well 
from the upmarket of the thin upper stratum 
of affluence. They have also extracted govern¬ 
ment guarantees of high returns and secunty 
of their investment. Indian companies are 
using whatever funds they have or can raise 
from the market to ward off threats of hostile 
take-overs and for speculative trading in 
stocks and shares as well as goods and services. 

The people on their part have undergone 
noteworthy experiences in the closing weeks 
of 1996 which will influence their responses 
to economic and political policy issues in 
1997, which is likely to be an exciting year 


of realignment of social and political forces 
such as may bring about a change of 
government and a mid-term general election. 
Market forces pushing up foodgrain prices 
are making nonsense of the public distnhution 
system. The decision to import wheat is a 
pathetic admission that food security is under 
threat. The supposed decision to supply 
foodgrains at half the PDS prices to the pour 
- a bogus trade-off bclwccn the economic 
reformers and the leftists in the IIF - is not 
going to result in any populi.sl gain lor the 
government. The breakdown of the northern 
power grid has brought home to the people 
the fact that the reform policy of relying on 
foreign capital and technology to expand the 
electric power base for the growth of the 
economy makes little sense. The people in 
the capital have learnt the hard way that 
privatisation of the local transport has made 
matters worse than before. For the UF 
government to show indifference to the 
concerns of the people and to confabulate 
wit h the lobbies of corporate business, I ndian 
and foreign, is thoughtless. It is foolish to 
pander to the growing appetite of business 
interests forconccssionsandincentives which 
enhance their profits but find no retlection 
in improvement of efficiency and 
productivity. The fact, after all. is that even 
stabilisation of the economy, let alone steady 
growth on a su.stainable basis, has eluded the 
.so-called economic icforms process. For the 
government to pile up the burden of the 
reform.'! on the people and satisfy the demands 
of private business can only provoke mass 
discontent. 

The year 1996 ended with the Indian 
economy in the doldrums. The prospect for 
1997 docs not appear to be bright. The market- 
oriented liberalisation and globalisation 
policies have ruled out the emergence of 
economic, social and cultural conditions for 
innovation, competition and efficiency on a 
broad social base. On the contrary, monopoly 
rights, speculative business and unethical 
trading and corrupt practices have assumed 
dangerous pruporlions in the last five years. 
The IJF parties and their government will 
be well-advised, therefore, to review the 
imperati ves and prionties of economic growth 
which are appropriate for India at the present 
stage. Reliance of fake reform prescriptions 
and nopulist pretensions can only erode the 
political relevance of the UF and endanger 
the survival of its government in 1997. 
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Misery amidst Mineral Wealth 

Bharat Dogra 

Rich mineral wealth has become a curse /or many third world 
countries because of the highly exploitative and ruthless interests it 
attracts at the cost of people and environment. 


IT is an indication of the extent of greed and 
exploitation that exists in present-day world 
that people of many mineral rich areas are 
forced to live in distress and misery. As the 
area to which they belong has been found 
to contain enormous mineral wealth, the 
people of these areas should normally be 
expected to lead a prosperous and comfortable 
life completely free from the worry of meeting 
their basic needs. But such has been the 
violent role of the greed of powerful countries 
and corporations to grab this mineral wealth 
that local people have got embroiled in the 
conspiracies and conflicts which have left 
them shattered and unsure of what the 
future holdsforthem.Thoseamongthc local 
people who manage to get jobs in mining 
also frequently face exploitation or 
intimidation. 

In a report on the oil workers of Nigeria 
(this report was written after the execution 
of Ken Saro-Wiwa), Julius Ihonvbcrc 
wroteinAJ<’<//’t’p/Jcr(January 1996). “In the 
que:>t for huge profits, the oil companies 
have forged strong alliances with the 
government against workers in the industry. 
Besides initiating their own internal control 
measures - such as intimidation, promotion, 
dismissal of militant workers, non¬ 
recognition of unions, ban on union meet¬ 
ings on company property, and the u.se of 
training programmes abroad to remove 
militants from the scene - they’ve al.so 
relied heavily on the government ’ s draconian 
laws." 

These laws include decrees in the 1970s 
which defined the oil industry as essential 
service and oil workers as ‘es.sential workers’ 
who were prohibited from striking. The 
Petroleum Production (Anti-Sabotage) 
Decree Number 35 of 1975 also prescribed 
death by firing squad for oil workers 
(including oil tanker drivers) or any other 
person involved in any way in industrial 
actions which disrupt the production, 
refining, transportation and sale of oil in 
any way. 

Further he described the even worse 
condition of other local people of the oil rich 
region of Nigeria. “Oil-producing 
communities like the IJaws and Ogonis have 
been denigrated, abused, exploited and 
marginalised for over 30 years and continue 
to live in squalor despite sitting on wells of 
crude oil. The ‘misery of black gold’ is 
clearly evident in 'he degree of illiteracy. 


superstition, unemployment, poverty, 
decayed infrastructures and scanty basic 
amenities in these communities. The 
conditions of harassment have created a 
common ground for them and the oil 
workers.” 

In Zaire (then Congo) in the early 1960s 
when the freedom movement under the 
leadership of popular leader Patrice 
Lumumba was taking the country towards 
political independence, Belgium-based 
former colonial rulers supported pro- 
neocolonial interests leader Tshombe to 
initiate a violent secessionist movement in 
the mineral rich province of Shaba (then 
Katanga). Lumumba was killed and a large 
numbi'r of other people died. 

After some uncertain time, the transnational 
companies finally backed General Mobutu 
as the ruler who they felt will protect their 
interests. Zaire is the world’s largest cobalt 
exporter, (he fourth in diamonds and ranks 
among the top ten world producers of 
uranium, copper, manganese and tin. Ninety 
per cent of the cobalt in the US aerospace 
industry comes from Zaire. For several years 
the US extended full support to Mobutu in 
consolidating his rule despite an alarming 
record of human rights abuses and 
mismanagement of economy (which became 
increasingly indebted despite its vast mineral 
wealth). Following the earlier model of 
encouraging secession in Zaire’s mineral 
rich province of Katanga, Mobutu also 
encouraged secessionist groups in the oil- 
rich Angolan province of Cabinda. 

Although the relatively small Persian Gulf 
region has nearly 55 per cent of the world’s 
proven recoverable reserves of crude oil and 
nearly 25 per cent of natural gas, Iran, Iraq 
and Saudi Arabia arc heavily indebted 
countiie.^ today. Iraq has been badly 
devastated in the 1991 Gulf war. This war 
also placed a heavy economic burden on 
Saudi Arabia. Whi le local elites cannot escape 
the blame for the severe problems that exist 
here despite the existence of enormous 
mineral wealth, it is nevertheless true that 
at the root of many of the problems that exist 
here and much of the distress that has been 
caused here is the determination of leading 
western powers to maintain control over the 
richest oil deposits of the world. A quick 
summary of these efforts of the western 
powers was provided soon after the 1991 
Gulf war by the Commission of Inquiry for 


the International War Crimes Tribunal 
(Report on US crimes in Iraq). 

Since World War 1, the United Kingdom, 
France and the United States have dominated 
the Arabian Peninsula and Gulf region and 
its oil resources. This has been accomplished 
by military conquest and coercion, economic 
control and exploitation, and through 
surrogate governments and their military 
forces. Thus from 1953 to 1979 in the post 
World War II era, control over the region 
wasexercisedprimarily through US influence 
and control over the Gulf state sheikhdoms, 
Saudi Arabia, and through the Shah of Iran. 
From 1952 to 1979 the Shah of Iran acted 
as a Pentagon/CIA surrogate to police the 
region 

...Throughout the seventyfive-year period 
from Britain's invasion of Iraq early in the 
World War 1 to the destruction of Iraq in 
1991 by US air power the United States and 
the Un ited K ingdom demonstrated no concern 
for democratic values, military aggression, 
human rights, social Justice, or political and 
cultural integrity in the region. The US 
supported the Shah of Iran for 25 years, 
selling him more than 20 billion dollars of. 
advanced military equipment between 1972 
and 1978 alone. Throughout this period the 
Shah and his brutal ‘Savak’ had one of the 
woi St human rights records in the world. The 
US supported Iraq in its wrongful aggression 
against Iran ignoring its poor human rights 
record. 

This tragic experience of the Gulf region 
rai.scs basic questions about how rich mineral 
wealth can even become a curse because of 
the highly exploitative and ruthless interests 
it attracts who arc willing to sacrifice the 
interests of entire people and the environment 
Just to retain their grip on mineral wealth. 

Time reported (July 8,1996) about Saudi 
Arabia, “Lower oil prices, huge government 
debts, and the 60 billion dollars cost of the 
[Iraqi war have combined to cut Saudi 
Arabia’s per capita income in half. 'The 
soaring population is generating a wave of 
young, middle class urbanites who are coming 
out of strictly religious universities to find 
there are no Jobs for them. Unemployment 
among young people may be as high as 25 
per cent.” 

Another interesting example of a mineral 
rich country worth giving is that of Nauru, 
the world’s smallest independent republic 
which has the world’s highest grade 
phosphate. For several decades the joint 
colonial administration of New Zealand, 
Australia and Britain cornered almost all the 
profits. However in 1968 Nauru gained 
independence, and hence started getting 
nearly 100 million dollars annual income 
from phosphate. But meanwhile mining has 
badly ravaged this land and virtually 
everything has to be imported. When the 
remaining stocks of phosphate di-sappear 
within a few decades, these islanders will 
face an uncertain future. 
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Datta Samant: A Tribute 

Dipaokar Bhattacharya 

^By gunning down Datta Samant, the enemies of the working class 
have succeeded in getting rid of a leader who. with all his limitations 
and inhibitions, could still dare to fight for workers' rights in these 
dark days of the Hong Kongisation of Mumbai. 


IT is a sign of our times in more senses than 
one. 

On the morning of January 16 Datta Samant 
was gunned down by four ‘unidentified 
assailants' just outside his residence in 
Mumbai. Samant was about to leave for his 
office when the gunmen came in an 
autorickshaw. Despite his allegedly ‘fading 
fortunes’, the legendary trade union leader 
was still immensely popular among 
M umbui ’ s workers and also easily accessible. 
He mistook his would-be killers as just 
allot her group of workers or union activists, 
but foronce he was greeted not by the familiar 
warmth of the working class or by lusty 
cheers of ‘Datta Samant /indabad’. At work 
were professional contract killers from the 
Mumbai underworld and two days before 
Samant could observe the I5(h anniversary 
of the hi.storic Mumbai textile strike, death 
came in the form of a dozen-odd barbaric 
bullets. 

Who couid possibly be behind this 
conspiracy? The barons ol real estate and 
ilesigners of deindustrialisation, for whom 
Samant was still a ‘nuisance’ for his dogged 
opposition to I he land sale campaign? Corpo¬ 
rate leaders like the Premier Automobile 
bosses, who had grown tiicd of Samanf s 
stubborn re.sislancc to their dreamsof rationali¬ 
sation? Thackeray and his men, afraid as they 
were that Samant might add a militant working 
class dimcnsicn to the growing popular 
concern over rampant corruption under the 
Sena-BJP rule? Or was it the handiwork of 
underworld dons who are out to lumpenise 
the trade union .scene in Mumbai, dancing 
to the tune ol the lumpen bourgeoisie’s 
campaign for economic reforms? 

The truth may never be known. But for 
the scores of thousands of workers who were 
marching through Mumbai streets in 
Samant’s funeral procession, spontaneously 
raising slogans like ‘Joshi-Munde, aaj kc 
gundc’ (Joshi and Mundc [chief minister and 
deputy chief minister in the Shiv Sena-BJP 
Maharashtra government! are the thugs of 
today), one thing stood out as clear as daylight. 
The enemies of the working class have 
succeeded in getting rid of a leader who 
could still dare to fight for workers’ rights 
in these dark days of Hong Kongisation of 
Mumbai. 

This is the other dimension of the great 
Indiandismantling mission which is however 


yet to be seriously addressed by the sundry 
opponents of liberalisation. The dismantlers 
arc not only out to destroy whatever structure 
and notions of planning, self-reliance and 
public sector we might have had in this 
country in the first four decades of freedom, 
they arc al.so determined to do a matchi ng and 
thorough job of restructuring in the arena of 
workers’ rights and struggles. This is why 
laws are being amended and leaders killed. 
.Shankar Guha Niyogi wa.s assassinated in 
Bhilai in 1991 and now Samant has been done 
to death i n M u mbai. Incidcntal ly, thc.se ki I li ngs 
have both taken place under BJP rule. 

The kind of respon.se that Samant’s 
gruesome assassination has evoked in the 
media is also characteristic of our times. 
Samant wa.s of course never a sensation in 
ihceycsof the malia, which have traditionally 
.^hown scant regard for organised workers’ 
struggles. With someof hisrcccnt campaigns 
ending in failures, the process of counting 
him out had already started. The first issue 
of India Today this year listed him among 
the not-so-mighty wht) had had a fall in 1996 
breaking his back for keeps. And now after 
Samant has fallen to the bullets of contract 
killers. The Times oj India, in an editorial 
on the slain leader, does not waste a single 
word to condemn this killing. It dues not 
even useany stock expression of mock regret. 
The attempt is ratherto rationalise the whole 
incident with the argument that it has served 
to "underscore the aphorism that violence 
only begets more,violence”. If it questions 
anything, it is only the "irony that the murder 
of Mumbai ’ s militant trade union leader Datta 
Samant...should have iKcurred at atime when 
his fortunes were clearly on the wane”. Quite 
predictably, the editorial lambasts Samant 
for the marathon textile sinke of 1982 which 
‘‘petered out a year later leaving thousands 
of workers in the lurch”. In fact, since the 
strike Samant has been tlaycd times without 
number for its ‘failure’. The systematic 
destruction of the textile industry by 
proliferating powerlooms on the one hand 
and by a virtually officially sponsored 
sabotageofthe National Textile Corporation 
on the other has often been sought to be 
explained away as a fall-out of the Mumbai 
textile strike. But the cditonal does not stop 
here, it goes on to attribute the “downward 
course” of Samant’s union to his "foray into 
politic.s” and accuses him of using "the trade 


union movement as a stepping stone to a 
^litical career”. 

Was the Mumbai textile strike a failure? 
Dit it really hit the proverbial last nail into 
the coffin of India's textile industry? As 
Samant used to point out, the textile strike 
was confined to Maharashtra and there was 
no action of even remotely matching 
dimensions in the mills of Ahmedabad, 
Kanpur or West Bengal; how come then all 
over the country today the textile industry 
is said to be in a state of terminal ensis? 
Moreover, how arc we to judge the success 
or failure of a strike in the longer term? The 
19821extiIc strike had raised the all-important 
demand of granting mandatory recognition 
to the union with majority support and 
ascertaining this majority through secret 
ballot. I'his is a basic question of dcmwracy 
and even though the textile strike could not 
clinch the issue, today it has become a key 
demand ofthcwoikmgclassovcrthe country. 
It is also a promise made, though not yet 
kept, in the common minimum programme 
of UF government. 

And most importantly, the 1982 strike 
gave the textile workers ol Mumbai a new 
identity and they arc still proud of it. It was 
a protracted class battle ot the textile worker 
which received unflinching support from the 
broad mas.ses ot rural toilers in Maharashtra. 
Nut for nothing did the Mumbai woilcing 
class extend such overwhelming support to 
Samant in the Lok Sabha elections of 1984. 
Ai a time when, riding on the crest of the 
original sympathy wave, Rajiv Gandhi 
romped home with the biggest ever majority 
ever enjoyed by the Congress; when a party 
like BJP finished with a pathetic tally of two 
parliamentary scats, and CPI(M) stalwarts 
fell like ninepins in their bastion of West 
Bengal, Samant emerged tall and triumphant, 
entering parliament on an independent, anti- 
Cungress ticket on the strength of the proud 
support of the Mumbai working class. 

Samant’s was a career marked by 
success! VC progress! vc tnuisitioivs. Beginning 
as a practising physician in a working class 
colony of Ghatkopar in suburban Mumbai, 
it was his close encounter with the trauma 
of the stone quarry worker that brought out 
the trade unionist in him. Samant was no 
believer in the sophisticated doctrines of 
div .ACC between trade unionism and politics. 
The passion for politics grew naturally as he 
began to grow aware of the organic links 
between the economy and polity. But in 
politics too, Samant kept moving. He first 
made it to the Maharashtia assembly as a 
Congress MLA, but the emergency found 
him behind bars and after the iron curtain 
was lilted, Samant was never to return to the 
Congress establishment. 

The textile strike brought him close to the 
politics of the l.cft, and Samant launched a 
new organisation called Kamgar Aghadi. 
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Close ties of co-operation developed with 
the Lai Nishan Party, with LNP activists not 
only operating in his unions but even 
contesting and winning elections on Kamgar 
Aghadi tickets. Reluctant toassociatc himself 
with the IPF in the early l9K0s, dunng the 
last 10 years Samant had also overcome 
much of this earlier inhibition. In 1987, he 
shared a platform with Nagbhushan Patnaik 
in the workers’ convention held by IPF at 
Ambemath. In September 1995, he addressed 
the inaugural rally of the AICCTU’s 'ITiird 
National Conference in Patna. And since 
December 1995, his Maharashtra Girni 
Kamgar Union has been waging joint actions 
with AICCTU-afriliated textile workers’ 
unions in UP, Gujarat and Bihar under the 
banner of the Save NTC Action Committee. 
In the otherwise increasingly bipolar politics 
of Maharashtra dominated by the Congress 
and the BJP-Shiv Sena combine. Samant 
was a consistent advocate of a third front 
building bridges between the dalit. Left and 
other secular political .streams. 

In his own way and language, Samant 
appreciated the importance of the task of 
developing the working class as a distinct 


IN the last week of September 1996 .some 
places in Maharashtra were again rocked by 
communal violence, though they did nut 
result in big losses in life and property. 
Communal violence is nothing new in India. 
We have lived with it now for more than 150 
years. Even partttion, as expected, could not 
resolve the problem and India, despite its 
sound secular credentials, continued to 
witnc.ss communal frenzy year after year in 
the post-independence era. 

Communal violence, it is important to 
note, can never be explatncd in terms of 
religion alone, though some people insist on 
religion being the most important factor. If 
religion alone were to explain it. one will 
be hard put to explain near absence of 
communal violence throughout the medieval 
period when traditional religion had much 
greater role in people's lives. Almost all the 
scholars i n this Held agree that comn sunalism 
is the product of modern capitalist society. 
I have used the term 'modern capitalist 
.society’ with good reason. Both modern 
democratic politics and modem capitalism 
play great role in throwing up communal 
problem. Both democratic politics and 


political force. He was all praise for the kind 
of organisation, class political will, fighting 
capacity and con.sciou.sness he could sec in 
the poor peasants and agrarian labourers of 
central Bihar, something which he said he 
often missed in the ranks of his union. But 
perhaps he had become a pri.soner of his own 
success, it was not possible for him to break 
thniiighlhcconrinesofhisindividuulist organi¬ 
sation and trade unionist politics to graduate 
to the revolutionary communist perspective 
of worker-peasant alliance and consistent 
democracy with a socialist orientation. 

Yet with all his limitations and inhibitions, 
Samant's was unmistakably one of tho.se rare 
voices in Indian politics which vibrated with 
the pulse ol the working class. Perhaps that 
is why the bankmpt liberal framework, despite 
its seeming obsession with labour standards 
and transparency and accountability in public 
life, always exhibited such a pathological 
lack of appreciation, nay hatred, for Samant’s 
vani'ty of trade unionism and politics. And 
It is also precisely why revolutionary 
communists will continue to cherish the 
contribution of working class democrats like 
Dana Samant. 


mrxlem capitalismareessential ly competitive 
III nature and it is ihis competition between 
two groups, which could be ethnic, linguistic 
or religious, that leads to trouble. 

Most of the m.ijor riots tn pre- and post- 
indcpcndcncc India can be explained essen¬ 
tially on these grounds. I have not known 
any major communal riot which occurred 
since 19th century which was caused by what 
could be termed as theological contro-versy 
between the two communities, i c, Hindus 
and Muslims. Most of these riots were 
political in nature. Of course religion does 
play a part but only as a powerful instni-ment 
of mobilisation and emotional appeal. 

It IS not difficult to show that cither there 
was electoral politics or economic 
competition between the two communities 
behind the major riots which took place 
during the 1980s. The Moradabad riot in 
1980 was essentially caused by the economic 
competition between the Punjabi Hindu 
traders and upcoming Muslim artisans 
challenging the Punjabi monopoly of 
brassware business (though it began as 
skirmishes between the Muslims and the 
police in idgah). The Biharsharif riot took 


place on account of a land dispute between 
the yadavs and the Muslims. The Meerut riot 
of 1982 was the result of land dispute again 
at Shahnathan (though apparently it was on 
account of a maxar and a temple near a pipal 
tree). The 1984 riot of Bhivandi-Bombay^ 
region owed its genesis to the .serious bid 
for revival on the part of Shiv Sena in 
Maharashtra which was then sulking in 
hibernation. Another major riot in 
Ahmedabad in 1985-86 was direct result of 
the chief minister Madhav Singh Solanki’s 
opponents trying to pull down his ministry 
as he had won with thumping majority with 
the Muslim and dalit support. The riots in 
late 1980s - the Meerut riot of 1987. 
Bhagalpur riot of 1989 - and scores ol riots 
in 1990-9.'? (the Mumbai riots included) were 
directly a result of Ram janambhoomi-Babri 
musjid controvcisy which was, needic.ss to 
.say, essentially political in nature. It was 
BJP’s serious bid to mobilise the Hindu vole 
on a massive scale to capture power at tlic 
centre. Even the Toyota rath used by L K 
Advani carried the BJP election symbol. No 
wonticr then that the BJP increased its strength 
111 the Lok .Subha manilold. 

It would not he dilftciill to understand the 
polil'cul nature of coinmunalism if one bears 
in mind the lact that in the post-Buhn 
demolition period, the BJP's communal 
stridency has been considerably watercti 
down. In older to remain in powci, the BJP 
had also agreed to drop the issues like the 
lebuilding of the Kani lemple, enforcement 
ol common civilcoile.removalol Article 370, 
etc, 1 1 the regional parties supported it at the 
centre. Also, the Ram temple i.ssuc is no 
moie a paying proposition and hence has lost 
all Its political value, though it may be 
occasionally taken up to satisly the I f indotva 
hard core in the party. 

The communal riots also came down afici' 
peaking in 1992-93. It used to be .said before 
that India witncs.ses one communal riot a 
day. But in the posi-Bubn demolitio i period 
the number of riots came down dra.stically 
so much so that in 1995 we had only two 
riots - in Moradabad in February, followed 
by Aligarh not in March. Both these riots 
were spontaneous clashes with.iut any 
political party being involved in any sort of 
planning. The year 1996 was almost riot-free 
until the three events - in Lucknow in Uttar 
Pradesh, and in Junnar and Pen in 
Maharashtra - occurred. 

We would like to throw some light on 
the.se riots, particularly those in Maharashtra. 
The Maharashtra had also become 
communally sensitive state since late 1960.s 
thanks to the political requirements of the 
Shiv Sena. The .Shiv Sena was for the first 
time deeply involved in engineering 
communal violence in 1970 in Mahad, 
Bhivandi and Jalgaon. It was .such a serious 
communal trouble that the Madan 


Communal Violence in Maharashtra 

Asghar AH Engineer 

The riots which occurred in Pen and Junnar in September last year 
could be brought under control quite quickly because there was no 
evidence of any systematic stoking of communal tensions before the 
event nor the involvement of political party. 
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Commission set up to inquire into it, produced 
its report in seven volumes. Riots ot'equally 
serious proportion took place in May 1984 
which spread from Bhivandi to Thane and 
Bombay, and proved quite devastative. It 
look entire Bombay in its fold. Then the Sena 
was sulking in oblivion and needed highly 
emotional issue to effect its revival. Bal 
Thackeray delivered a controversial speech 
about the prophet of Islam and violence burst 
out. Similarly, the Sena was involved in 
engineering communal violence in Panvel, 
Nashik, Amravati. Aurangabad, etc, during 
mid and late 1980s. But for these riots the 
Sena would not have succeeded in 
establishing such a wide base throughout 
Maharashtra. 

However, the political needs of Shi v Sena, 
like that of the BJP, have undergone a 
considerable change. The Sena docs not find 
the communal card as uttracti vc as before foi 
mobilising votes. It has begun to take up 
various non-coinmunai issues in the post- 
Babri demolition period. Interesting to note 
IS that it contested the lOO.S elections in 
Maharashtra on non-communal issues like 
cheap rice, tree housing foi slum dwellers 
in Bombay, corruption in the Congress, etc. 
This electoral victory on non-communal 
issues enabled it to play down the communal 
issues, though it has not given up them 
completely The shift was also encouraged 
by the fact that a small section of Muslims 
also voU'd lor the .SS-BJP alliance. 

Also, the .S.S-BJP wanted to have a riot- 
free Maharashtra .as the BJP had recently 
declared m its IIP election manifesto that it 
wants to have not-l'ree stale. Towards that 
end the S,S-BJP government even showed 
inieiest in conducting training programmes 
lor de-comnuinahsing the police, and the 
centre for study of society and secularism 
played a key-role in these programmes. 
Maharashtra remained not-free until 
communal violence broke out in Pen and 
Junnai on the eve of Ganuputi Visarjan in 
the last week of September. 

In Pen which is about 80 kms Irom Mumbai, 
violence broke out when the Ganpati 
procession stopped in front of a mosque and 
began throwing ‘gulaP (red vermilion). This 
happened when the autorickshaw union’s 
Ganpati was passing near the mosque. Most 
of the processionists were drunk and threw 
gulal for a couple of hours at the mosque. 
Some newspaper reports alleged that when 
gulal was being thrown at the mosque, some 
Muslims threw stones at the processionists 
and the riot started. But when our in vciitigati vc 
team went to Pen it found no evidence of 
this. Even some RSS members maintained 
that no stones were thrown. 

Our investigations show that no political 
party, neither the BJP nor .Shiv Sena was 
involved in the violence. It was absolutely 
an unplanned affair as far as the Pen riot was 


concerned. Surprisingly, there was no trace 
of any communal tension bctorc the violence. 
Generally, communal riot follows carefully 
build-up communal tension on some contro¬ 
versial issue. Moreover. Pen has no history 
of communal violence. The relations between 
the Hindus and Muslims have been cordial. 
Muslims are just 2 per cent in the town. They, 
like others, arc Marathi speaking and much 
assimilated culturally. Some of the Muslim 
families even make Ganpati idols at home. 

Also, it was not for the first time that gulal 
was thrown at the mosque. Our team was 
told that it is every year affair. We could 
hardly find any rational clue forthe violence. 
There was no political or business rivalry 
between the two communities nor any other 
kind of dispute. The only worthwhile 
explanation could be that tho.se who were 
drunk in the procession, least conscious ot 
what are the consequences of their misdeeds, 
started the trouble. In a way this is an 
important aspect of the problem. Today, the 
so-called religious processions arc controlled 
cither by political groups or by anti-social 
elements or both. Many processionists arc 
mere revellers, usually drunk. Even .some 
minor trouble incites them beyond control 
in the drunken state. 

When the processionists rcfu.scd to budge 
and continued to throw gulal, the police fired 
killing three processionists. This lurthcr 
angered the people as all those killed in the 
tiring vvere Hindus, and the violence spread 
to nearby villages in which two Muslims 
were stabbed to death and some of their 
property looted and gutted. It must be said 
that these miscreants had no general support 
in the town. Most of the people we met, 
including those of the RS.S. did not approve 
of what happened. The police also did not 
show any communal bias and acted firmly. 


though quite belatedly. The only criticism 
one can make of the police was that it did 
not disperse the mi.scrcants throwing gulal 
for almost two hours. It acted only when 
stones began to be pelted on the procession. 

The ca.se of J iinnar nuts was little di fferent. 
It had political bearings. The Shiv Sena had 
won the MLA's election getting the Maratha 
and backward caste votes. However, it lost 
the Lok Sabha election to the Congress 
candidate as the Marathas and Muslims voted 
overwhelmingly lor the Congress. The Shiv 
Sena got worried. It wanted to again 
consolidate the Hindu vote using religious 
appeal. The Muslims of Junnar - around 30 
per cent of the population - usually offer 
I lowers and coconut to the Ganpati 
procession, which they did this lime akso. 
Howevei, the Ganpati belonging to the Shiv 
Sena pramukh Sunil Meher refused to accept 
the tribute and began throwing gulal on the 
mosque. There followed an argument on this 
and the trouble broke out. Though there was 
no loss ol life, .some vehicles and shops 
belonging to the Muslims were set ablaze. 
Some people sustained minor injuries in 
stone-throwing, etc. Here also the role of 
administration and the police was impartial. 

These communal incidents clearly show 
that no major disturbances can lake place 
unless some political parly is involved in 
creating commur(al tension and planned 
incidents. Secondly, communal conscious¬ 
ness on the part of people can lead to spon¬ 
taneous outburst of violence. Thirdly, if the 
adinmistration and the police is alert and 
plays impartial role, the.se incidents can he 
quickly put down. However, one should not 
he complacent as absence of communal 
violence docs not indicate absence of 
communal consciousness. It is communal 
consciousness which is more dangerous. 
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Shiv Sena Losing Ground 

Prakash Bal 

There is growing disenchantment with the Shiv Sena-BJP government 
as is evident from the results of the municipal council polls and the 
forthright criticism from respected cultural platforms. Yet Sharad 
Pawar’s own political calculations and internal factionalism within 
the Congress are preventing a concerted oppositional campaign from 
emerging against the alliance. 


THE process of municipal corporation and 
zilla parishad elections has started. All the 
parties arc engaged in selecting candidates. 
In a second and last round of municipal 
council polls held on January 19 Shiv Sena 
and BJ P fared badly. In the first round of pol Is 
held for 175 municipal councils SS-BiP 
could muster a majority in only 35 councils. 
Strangely this severe setback has not unnerved 
the Sena leadership. On the contrary, the 
Sena chief Bal Thackeray is his usual 
aggressive self. His son Uddhav and nephew 
Raj are also emulating him after they were 
‘invested’ with the leadership of the Sena 
at the recent meeting of district and city 
block chiefs of the patty. It seems that the 
Sena leadership - the Thackeray family - is 
blisstully unconcerned about the resentment 
that is being created because of their 
intemperate speeches and actions. They arc 
not ready to take cognisance of people’s 
sentiments. After humiliating famous Marathi 
humorist and dramatist P L Deshpandc for 
hisoutspukenne.s.s now it is the turn of popular 
film hero and one-time Sena favourite Nana 
Patekar. 

Patekar has been elected president of the 
77th Marathi Natya Sammclan, an annual 
prestigious event which attracts a large 
number of actors, directors, technicians as 
well as hordes of fans. This yearihe sammclan 
was held at Nashik in the third week of 
January. In his inspiring and eloquent 
presidential speech Nana Patekar touched 
upon the controversy created after the .Sena 
chief humiliated P L Deshpandc and 
expressed his deep hurt about the remarks 
m^e by Bal 'Thackeray. Nana beseeched the 
Sena chief not to humiliate icons like 
P L Deshpandc as that would tarnish his own 
image. He also implored the Sena chief not 
to rely too much on various welfare schemes 
like pioviding 'zunka bhakar’ for a rupee or 
giving free houses to slumdwel Icrs for getting 
people's support as their opinions, aspirations 
and viewpoints also have to be taken care 
of. Having been a Sena sympathiser for a 
long time, Patekar knows the ways of 
'Thackeray family. Hence, Patekar said that 
most probably the Sena chief would take him 
to task for making these comments and would 
try to trivialise them by calling him names. 


hut that would be counter-productive and, 
while marching forward, the Sena chief 
should try to look back, otherwise some time 
in the future he would find himself bereft 
of followers. Thc.se remarks of Nana Patekar 
drew thunderous applause from the audience. 

Paiekar’s anticipation proved correct and 
within a day Uddhav Thackeray called him 
a ’macchar' (mosquito) and berated him for 
trying to a be a ’shcr’ (tiger). This was a 
reference to the forthcoming film ’Yashwani’ 
of Nana Patekar wherein he has a dialogue 
to the cffeci that ’,'ijkal macchar bhi shcr 
hananc lage hat’. Next day the Sena chief 
publicly advised Patekar to limit himself to 
the field of acting and not to venture into 
politics. The Sena chief also warned Patekar 
to keep his mouth sliiit. otherwi.se he would 
come to grief 'Thackeray also alluded to the 
box oflice failure of Nana’s film ’Khamoshi' 
by .saying that ‘after ’Agntsakshi’ it is 
Khamoshi for Nana’. Nana was star attrac¬ 
tion ol ‘Agni.sakshi’. It was a box office hit 
and was produced by Thackeray's eldest 
son Rinda. who was killed in a road accident 
last year. 

This verbal exchange has come on the top 
ol the fracas at 70th Marathi Sahitya 
Sammclan held at Ahmednagar in the 
beginning of January. A rcsolulton to 
condemn Thackeray for humiliating 
P L Deshpandc was sought to be tabled and 
passed at the .sammclan. The text of the 
resolution had he'en earlier sent to Marathi 
Sahitya Mahamandal, the institution which 
controls the activities at the sammclan. by 
Madhukaka Kulkarni, a publisher, and 
Subhash Bhendc, a well known humorist 
and a professor. According to the rules and 
regulations of the Mahamandal, resolutions 
to be passed at the sammcl an are fi rst approved 
by the sub'ccts committee. Hence it was 
imperative for the committee lo meet and 
considerall the resolutions which were going 
to he tabled in the sammclan. This was a 
catch 22 situation for the organi.sers of the 
sammelan. They knew that any move to 
castigate Thackeray would not be tolerated 
by his followers and they would try to disrupt 
the functioning of the sammelan. 'Therefore 
the meeting of subjects committee, which 
usually takes place before the sammclan 


begins, was deliberately delayed. An atmo¬ 
sphere of suspense was intentionally created 
to keep people gue.ssing about the resolution. 
Noted drama critic and professor of 
Marathi Pushpa Bhave criticised the Marathi 
litterateurs as ’spineless’ for their ambiguity ^ 
in taking a firm stand against Thackeray's 
‘thokshahi’. A well known thespian Shriram 
Lagu also spoke in same tone. 

1'hese speeches had created an atmosphere 
of anticipation and those attending the 
sammclan were expecting some fireworks in 
the final session. The organisers as well as 
the Mahamandal had been given sufficient 
hints that any mention of Thackeray would 
not be tolerated. At the .same time, after the 
stinging criticism by Bhave and Lagu, it 
became difficult for the organisers and the 
Mahamandal to evade the resolution. 
Therefore, it was decided to table a rc.solution 
disapproving in general intolerance and use 
ofintcmpcratc and indecent language When 
this resolution was tabled it angered the 
opponents of the Sena and they vociferously 
protested. This in turn invited a counter-' 
protest from the Sena supporters and 
pandemonium ensued. The police had to 
intervene to re.store peace. 

■fhe role of |ioliticians in the Siihitya 
Sammclan and issue of politics has created 
dissensions in Marathi literary circles for the 
last few years. Over a period of time the 
samme'ans have become an ostcnialious 
atfair. requiring about Rs 60-70 lakh to 
organise. Such a huge amount of money is 
not available with any Marathi literary 
institution. So the Mahamandal has to rely 
on the munificence of local industrialists, co¬ 
operative sugar factories and educational 
institutions. Most of these arc owned or 
controlled by local politicians. In fact these 
politicians have the capacity to dole out or 
collect large amount of money. I n return they’ 
get the exposure and credit fur organising 
such events. These factors count and help 
them in local politics. I Icncc for the last few 
years Marathi Sahitya 5ammelans aic being 
organised with the hclpofsuch local political 
‘bosses’. 'I’he recent sammclan at Ahmed¬ 
nagar was organised with the financial help 
of YashwantraoGadakh, a local sugar baron. 
He has been a Congress MP and has an 
ongoingpolitical feud with Balasahcb Vikhe- 
Patil, another sugar baron. Last year the 
sammelan was held at Alandi and its mainstay 
was Viswanath Karad. who has set up an 
educational empire which has been embroiled 
in many controversies. I Ic is close lo .some 
of the Congress leaders. Another sammelan 
held at Kolhapur was organised by D Y Patil 
who has his own string of educational 
institutions and their functioning has invited 
a lot of criticism and created a nypiber of 
controversies. All thc.se politicians have nov. 
interest in literature and arc least bothered 
about any literary activity. 
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Some of the Marathi writers, poets and 
critics have been urging a change in the 
nature of these sammeians so that they can 
be delinked from politicians with money. A 
few years back an effort had been made to 
rganise a parallel .sammclan without taking 
Vielp from government and politicians. 
Barring such sblitary exceptions, the plea for 
not allowing politicians to dt)minate the 
sammeians have fallen on deaf ears. Most 
of the Marathi litterateurs do not mind the 
dominance of politicians, they arc not averse 
to taking any largcs.se from government and 
politicians and kowtowing to them. They 
abhor controversies. This tendency of Marathi 
litterateurs has naturally spawned a vapid 
and vacuous literature. Mediocrity has 
become a norm and literary excellence is 
rarely to be found. The list of names of some 
former presidents of the Marathi Sahilya 
Sammelan would hear this nut. 

As such this dismal intellectual situation 
should have been a boon to pardcs with an 
authoritarian set-up and hegenionistic 
ideologies like the Shiv Sena and BJP This 
has not happened and the credit goes to the 
common people of Maharashtra. Though 
they voted Sena-BJP to power after getting 
disillusioned with Congress, they have not 
approved of their style of governance and 
arc fast getting disenchanted. They were 
shocked by the Raincsh Kini affair and the 
bra/enness with which the Sena-BJP regime 
tried to shield Kaj 1'hackcray and his cronies. 
They were also bewildered by the F-nron 
imbroglio and the changed stance of the 
Sena-BJP government. They were ama/.ed 
by the decision of the slate government to 
exempt the MichucI Jack.son show from 
entertainment tax. The municipal council 
election results arc a pointer to this changing 
licrception ol the common people. 

^ IJnidnunaieiy the Congress is not in a 
position to take .idvantngc of the Scna-BJP’s 
slide. The state unit of the Congress is riven 
with factionalism. It is broadly divided into 
pro- and anii-Sharad Pawar factions. After 
Pawar withdrew from t!ie CPP leadership 
contest and was named a Boor leader of 
Congress in Lok Sahha, his supporters were 
jubilant. They thought that Pawar had struck 
a bargain with the party chief Sitaram Kesri. 
They hoped that m return for withdrawing 
from the leadership contest, a veto power had 
been given to him in deciding the party's 
affairs in Maharashtra. A grand reception for 
Pawar was organised in Delhi hy his 
supporters and he was proclaimed as the 
'future prime minister', "rhis enthusiasm of 
his supporters has proved detrimental for 
Pawar. Within a week Kesri allowed the re¬ 
entry of staunch Pawar foe Vilnsrao 
Deshmukh into Congres.s. This was a clear 
signal to Pawar to rein in his supporters. 
Those opposing Pawar arc happy that they 
have been able to thwart his ambitions for 


the time being. The.sc opponents have only 
a one-point agenda, viz, not to allow Pawar 
to become dominant. For this they have been 
even hobnobbing with the Sena-BJP. So far, 
Iho.sc opposing Pawar have been successful 
mainly because they received backing from 
central leadership. First it was Narasimha 
Rao and now it is Kesri. 

From Indira Gandhi onwards all Congress 
presidents have perceived Pawar to be a 
threat to their position and have tried to 
undermine him by fomenting disstdciiec in 
the state unit. Though Pawar has always been 
aware of this game, he has failed to counter 
it effectively. This has happened hccau.se of 
his changed style of functioning after 
becoming chief minister for the second lime 
in 1988. A new retinue of advisors gathered 
around him. his live contact with ground 
level political workers became more 
infrequent, persons with unsavoury 
reputations started frequenting his inner 
circle. All these had an adverse impact on 
the people's perception of Pawar as a leader. 
When Rajiv Gandhi was assassinated and 
Congresscuiild will the single largest number 
of scats in 199I elections, Pawar tried to 
make u hamhanded bid for parly leadership. 
Mis supporters launched a high profile 
campaign to woo members of the Congress 
parliamentary party and nauntedthcirmoncy 
power. This was Pawar's undoing and he had 
to hack down ignominiously and accepted 
the defence portfolio. 

lie could have availed of this opixirtunity 
to strengthen his position at the national level. 
But he wanted to keep his control on the state 
unit in Maharashtra al.so.That was his second 
undoing. I lis successor and one-time staunch 
supporter Sudhakar Naik used his position 
as chief minister to checkmate Pawar. Pawar's 
supposed links with malladons, his supposed 
illegal property deals, his efforts to protect 
jailed mafia dons like Pappu Kalani were 
used by Naik most effectively. Pawar has 
still not been able to rcfurhi.sh his image 
tarnished by Naik and later on by Sena-BJP. 

Today Pawar is the only Congress leader 
who has a semblanc'c of mass ba.se. But the 
party is not with him. Pawar himself has set 
his eyes on the prime ministership and docs 
not want to get involved in state level 
controversies. Hence, he has not launched 
a concerted political campaign against the 
Sena-BJP regime. Pawar docs not want the 
Sena-BJP government tocollapsc at present, 
because that would start an unseemly race 
forchief ministership in Congress and Pawar 
is not in a position at present to insist on 
his nominee for the top job. Hence he ts 
taking a .stance that Sena-BJP would lo.se 
power because of their own deeds and 
Congress should only highlight these 
misdeeds to enlighten the people. 

This stance of Pawar has confused his 
supporters, dissidents in the Sena who were 


expecting some sort of deal with him as well 
as those independents who are supporting 
the ml ing al I i ance. In such a state of confusion 
all the parties are entering the arena of 
municipal corporation and zilla parishad 
polls. Sena-BJP has opened its poll campaign 
with a public meeting in Mumbai. Thackeray 
was the main speaker and he targeted the 
print media. He poured scum over critics of 
Sena-BJP regime and warned them nut to 
try his patience. Sena chief threatened them 
that if ‘he gives a signal, within no time there 
will be a bonfire of his critics'. Earlier 
Thackeray had similarly warned the print 
media and threatened that ‘they would be 
crushed if he gives a signal'. Usually BJP 
tries to distance itself from such utterances 
of Thackeray. Bui this time BJP general 
secretary Pramod Mahajan also criticised the 
press. In his speech Thackeray tried to gloss 
over the dmhbing which Sena-BJP received 
at the hands of voters in municipal council 
polls. ‘We did not take these polls seriously'. 
That was the line he adopted and challenged 
his critics to try to deal with the alliance in 
municipal corporation and zilla parishad 
polls. 'This argument, his criticism of press 
and bravado did not evoke spontaneous 
response from the crowd. Slogans hailing 
Sena chief did not rend the air. Except die¬ 
hard Sena supporters' lesponse of other 
people in the audience was lukewarm and 
their altitude was indifferent. This is a sure 
indication that T'hackcray has lost touch with 
reality and is refusing to come down from 
his i vory tower in spite of a spectre of severe 
set-back loominglargeoverSena-BJP regime. 

It is likely that because of disorganised 
Congress, ineffectiveness of other parties 
and growing disenchantment with Sena-BJP, 
voters may opt for independents. Far from 
getting a decisive verdict this would create 
more confusion. Results of Mira-Bhayandar 
municipal council in Thane district is a case 
in point. No party could gather a majority 
in this council and independents are being 
herded together hy Gilbert Mendoza, a local 
mafia don. who himself has been elected. 
Similarly, HitendraThakur, younger brother 
of Bhai Thakur. a malia don and one time 
close associate of Duwond Ibrahim, has a 
decisive say in the affairs of Thane zilla 
parishad. Tliakur won the 1995 assembly 
elec'ion as an independent. Thakur was 
expelled by Congres.s after he was booked 
under TAD A. Still he commands a strong 
and loyal following in Thane district 
Congress. The coming zilla parishad elec¬ 
tions would not alter this scenario. 

As .such Maharashtra is likely to go through 
a period of political turmoil, use of rampant 
money power and increasing stranglehold of 
Mafia politics. Datta Samant's gruesome 
murder in broad daylight in a busy locality 
is a grim reminder of things which are going 
to unfold. 
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Hijacking of WTO Mimsietiaf 
Conference 

Biswajit Phar 

The contentious issues of most concern to the developing countries - 
most importantly, enlarging their exports' access to developed country 
markets - were kept out of the deliberations of the WTO ministerial 
conference in Singapore. Instead the conference concerned itself 
actively with bringing new areas within the purview of the WTO, 
which the developed countries have been pushing for. 


IT was to be a week when ministers from 
the 128 members of the World Trade 
Organisation (WTO) were to meet in 
Singapore to consider the major problems 
they had faced in the new trading regime. 
And given the wide differences in perception 
of the participating countries, very few gave 
the ministerial conference any realistic chance 
of being able to produce anything tangible 
The director general of the Hcdgling 
organisation, Renato Ruggeiro, was 
cautiously optimistic about the outcome ol 
the conference as he sought to indicate the 
main issues that were likely to be discussed. 
But despite these trepidations, the conference 
was not only able to produce a consensus 
document, it was able to pul beyond all doubt 
the predominant role of the WTO in shaping 
the new economic order. 

Thisouicomc was made possible primarily 
because the contentious is.siies were kept 
outside the main current of the deliberations 
in Singapore. The most important of thc.se 
stemmed from the functioning of the new 
trading regime and the adverse impact this 
was having on the newly liberalising 
developing countries. The problems faced 
by various countries in the WTO-determined 
trading system was to be uppermost on the 
agenda for the ministerial conference, but 
this did not find any worthwhile reference. 
In the run-up to the conference, and even 
in the submissions made by their respective 
ministers at Singapore, some of the more 
important among the developing ctiuntries 
highlighted the problems they have 
encountered. The G-IS summit at Harare 
had articulated the concerns of the developing 
countries in the new trading regime and yet 
the.se countries were found to be wanting 
in their efforts to get the WTO ministerial 
conference to deal with their concerns, 
despite the fact that most of these were in 
keeping with the basic objective of the WTO 
of establishing an open and predictable 
trading regime. Instead, the conference 
actively considered possibilities of bringing 
new areas within the purview of the WTO 
which the advanced industrialuscd countries 
have been pushing for. 

With the review of the Uruguay Round 
Agreements going out of the active agenda 
of the ministerial conference, two sets of 
issues that the developing countries should 


have raised, taking into consideration their 
interests in the trading system, were left 
unaddressed. First, the problems in obtaining 
the desired market access in the developed 
country marketsowing to a partial fuirdmcnt 
of the commitments made at the conclusion 
of the Umguay Round negotiations and, 
second, the limiting provisions of some of 
the key Uruguay Round Agreements which 
would impinge on their possibilities of 
making worthwhile gains in the new trading 
regime. The latter includes one specific to 
the Agreement on Trade Related Aspects ol 
Intellectual Pioperly Rights (TRIPs) as 
regards which India has expressed particular 
concern. 

Getting adequate market access in 
developed country markets has been the mai n 
concern of the developing countries in the 
WTO-determined trading system. This area 
has however not found adequate attention 
despite being of central importance to the 
functioningofthcmultilateral trading system, 
'fhe participation ofthc developing countries 
in the tanft-cuttmg exercise for the first time 
in the Uruguay Round negotiations had taken 
place with the understanding that these 
countnes would henceforth be provided better 
market access opportunities by the 
industriali.scd countries. There wasanexplicit 
assurance that reduction in tariffs by the 
former would be matched by favourable offers 
by the developed countries. The situation on 
the ground has however been tothc contrary. 
While developing countries have offered to 
bring down their generally high tanff levels 
in the pre-Uruguay phase by an appreciable 
margin and that too in a lelativciy short 
period of time, the reciprocal oi lers of some 
o! the developed countries have been far 
troni adequate. India, tor instance, has ofi'ered 
to bring down its tariffs in almost 70 per cent 
of the manufactured commodities that 
have consi 'tcntly figured in its import 
basket. These offers have been made in the 
tariff schedules submitted at the end of the 
Uruguay Round. 

However, the reciprocal offers by the two 
major trading partners, viz, the United Slates 
and the Euiopean Union, have been very 
discouraging. These two trading partners 
have not made bound offers in mo.st of the 
commodities in which India has major export 
interests. The European Union’s tariff offers 


cover only about 10 per cent of the 
commodities which they regularly import 
from India and in case of the US this figure 
is even lower. This implies that while India 
has offered its trading partners a predictable 
tariff regime, two of the country’s largest 
trading partners have introduced an element 
of uncertainty as far as its exports are 
concerned. Such problems arising in 
developing countries' market access 
possibilities acquire added significance in 
view of the fact that these countries had 
bartered away many of the so-called new 
areas like intellectual property rights and 
services during the Uruguay Round 
negotiations in order to increase their export 
possibilities, particularly in the large 
developed country markets. 

Increased market access in the area of 
textiles and clothing, hitherto governed by 
quota restrictions under the Multifibre 
Arrangement (MFA), has been held as one 
of the major achievements of the Uruguay 
Round negotiations. This area, which has 
been ol export interest to most developing 
countries, should have all MFA restrictions 
pha.scd out by the year 2005. However, if 
the initial reactions of some of the major 
importing countries are any indication, the 
exporting countries would have to put their 
act together to ensure that the timetable 
envisaged by the Uruguay Round Agreement 
for the removal of trade restrictions is 
respecictl. In the earlier part of the year, the 
U.S had gone buck on its commitment to 
remove restrictions on specific garments 
imported from India on the ground that its 
domc.stic industry was being put under severe 
strain because of the imports. Although the 
Dispute Settlement Body (DSH) has 
favourably responded to India’s complaint 
in its recent ruling, this case nonetheless 
indicates the difficulties that the textile 
exporters would be up against as import.ng 
countries face the obligation of releasing 
larger volumes of trade from being covered 
by quota restrictions. 

Besides textiles and clothing, one .specific 
area where several developingcountries could 
gain from a faster pace of liberali.sation is 
agriculture. This area which is covered by 
an inherently unequal agreement imposes a 
ceiling on the developing countries whose 
levels of subsidies arc at relatively low levels 
while developed countries arc allowed to 
maintain theirs at high levels. The major 
agricultural exporting countries (the so-ca! led 
Cairns group) have a sizeable representation 
of developing countries and these countries 
have been insisting on a shorter time-frame 
for the removal of the high subsidies. Support 
to such initiatives could not only help 
countries like India having limited 
agricultural exports at pre.scnt to enhance 
their market access prospects, but would also 
help i n ironi ng out the anomaly i n the subsidy 
discipline introduced by the WTO. 

The effective participation of the 
developing countries in the new trading 
regime can be seriously undermined by at 
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least two agreements which were formalised 
at the conclusion of the Uruguay Round. 
While the Tirst pertains to TRIPs, the second 
holds the key to the effective participation 
of developing countries in the new trading 
regime. This agreement provides the 
ramework of the patent system which, in the 
ultimate analysis, would determine the 
transfer of technology to developing coun¬ 
tries in the short run and also their ability 
to generate technologies in the medium to 
long run. In an era where technology has 
come to be recognised as the prime motive 
force behind trade flows, the adoption of this 
patent system would have far-reaching 
implications for the developing countries. It 
was, however, argued that countries like 
India, that had a process patent regime 
covering the areas of pharmaceuticals and 
agro-chemicals, would nut immediately be 
affected by the agreement on TRIPs and that 
they would have a 10-year transition period 
to adopt a product patent regime. However, 
in the period of transition, thc.se countries 
have to pul in place an arrangement wherein 
product patent applications can be filed and 
on the basis of such applications the applicants 
can apply for exclusive marketing rights 
(EMRs) for five years. Thus, even without 
havingobmiiicd aproduct patent, the product 
patent applicants would be able to enjoy 
control over the market for the product 
covered by the application. The lack ot an 
effective transitional period under the 
agreement on TRIPs resulting from the grant 
ot EMRs severely limits the options that 
countries like India have in the multilateral 
arrangement, but this aspect was not 
adequately brought out in the context of the 
Singapore conlererice. 

The focus on the new issues in the 
Singapore ministerial conference has brought 
to the fore the lamiliar failing of the WTO 
of being unable to addicss the concerns of 
the majority of its 128 member nations. The 
I Information Technology Agreement (ITA), 
the question of linking lalmur standards and 
the multilateral agreement on investment 
(MAI) on which substantial progress has 
been made in the ministerial conference are 
areas where must of the lesser trading nations 
have little or no interest. The manner in 
which the three issues were dealt with suggests 
a strong possibility of a carefully worked out 
deal between the newly indu.stnalising 
countries in the dynamic Asian region and 
the so-called Quad countries, the US, EU, 
Japan and Canada. What is left for the rest 
is to embark on a damagc-liipiting exercise. 

The progress on the agreement on 
information technology (IT) products 
provided the countries in the south-east Asian 
region with a very important bargaining chip. 
.Several of these countries have emerged as 
major producers of IT products and are 
especially interested in seeing as many 
products as possible included in the new 
agreement. Others are heavy importers of 
products such as computer software, micro¬ 
processors and advanced telecommunica¬ 


tions equipment. Others still import IT 
products for their manufacturing industries 
and export products. 

Countries in the south-east Asian region 
have been among the major players in the 
global trade in information technology in the 
more recent years. Of the seven countries 
that make up the bulk of the nearly $ 600 
bn exports in this sector, four belong to this 
region. .Singapore’s exports of more than $ 
41 bn in 1995 were not significantly lower 
than those that the IS-membcr European 
Union had managed in that year. And the 
remaining three, Korea, Malaysia and 
Taiwan, were rapidly establishing themselves 
in what has been regarded as one of the 
fastest growing sectors. The clinching of the 
deal in Singapore implies that these coun¬ 
tries can now look forward to making further 
gains in the emerging trading system. 

The assurance of the gams in IT trade 
consequent upon thesigningof the agreement 
should leave the countries in the south-east 
Asian region with no complaints even if the 
OECD members are able to bring in the 
regime for protecting the rights of foreign 
investors that they have been seeking. The 
main factor in the debate on this investment 
rcgimcagain.sl which countries like Malaysia 
and Thailand had been arguing in the run¬ 
up to the Singapore meet was that the regime 
would serve the interests of only the world’s 
richest nations who in 1995 owned 92 per 
cent ol the world’s .stock of foreign direct 
investment and received 7.5 per cent of the 
total investment Hows. The skewedness in 
the flows of EDI implies that the much 
advocated benefits arising out of such 
investments would acenie essentially to the 
industrialised world. 

Labour SrANOAKOS 

Linking of labour standards with trade, it 
has been widely felt, would introduce a very 
potent non-tariff barrier against developing 
country exports. Incrcitsein non-tariff barriers 
along with a lowering of tariffs has been one 
of the features of the post-War multilateral 
trading system under the GATf and the end 
of the Uruguay Round has been no exception. 
The immediaicly prcccdingTokyo Round of 
the GATT negotiations, conducted between 
1973 and 1979, contributed to significant 
towering of the tarifTlcvcIs but accompanying 
the lowertariffregime were the spate of moves 
aimed at increasing the non-tariff harriers. 

The use of labour standards in the 
multilateral trading system under the WTO 
was strongly advocated by the developed 
countries in the Marrakesh ministerial 
conference that formally clo.scd the Uruguay 
Round negotiations. 'Tliese member states 
argued that the right to bargain collectively, 
freedom oi association and workplace abuse 
(including forced labour and certain types 
of child labour) arc matters for consideration 
in the WTO. WTO rules anddisciplines. they 
argued, would provide a ptiwerful incentive 
for member nations to improve workplace 
conditions. It was maintained that lower 


rights enjoyed by the workers in most of the 
devciopi ng countries gave these countries an 
unfair advantage in trade. This position was 
in keeping with the emphasis given most 
noticeably by the United States Trade 
Administration on the need to evolve a ‘fair’ 
rather than a free trade system. 

The move to introduce labour standards 
in the WTO can be seen as an attempt to 
obtain universal acceptability of the past 
efforts made by both the US and the European 
Union of linking trade and investment policies 
withlabourstandards.TheNAFTA provides 
the most comprehensive of the frameworks 
to deal with the labour issue. The side 
agreement on labour includes disciplines 
concerning the use of child labour and the 
impositionofminimumwages. The European 
Union’s trading arrangement with the 
developing countries under the Lorn 82 
Convention contains provi.sionsagainst child 
and forced labour. But more importantly, the 
European parliament hason several occasions 
concurred with the view that labour standards 
should be introduced asaclausein multilateral 
trading arrangements. 

It is not so much the imposition of labour 
standards on countries as the linking of these 
standards with trade that the developing 
countries have raised their voice against. It 
has largely been felt that the introduction of 
labour standards in the WTO would lead to 
a clamour for wage parity across countries 
and that any tendency in this direction would 
leave developing countries with little 
competitive edge in the global market place. 
The implications of wage parity could be felt 
not only in respect of trade in goods but also 
in the patterns of investment flows across 
countries. Although there is a view that wage 
levels no longer play an important role in 
determining the flow of invcstible surpluses 
internationally, the importance of wage levels 
in trade in goods can scarcely be 
underestimated. The latter has particularly 
assumed significance in view of the fact that 
some of the more labour-intensive sectors 
in the developing countries, such as textiles 
and clothing and agriculture, are gradually 
being freed from all import controls under 
the WTO. 

The responsibility that is likely tobe vested 
on the W’TO by the ministerial conference 
in Singapore on the issue of labour standards 
has given rise to considerable speculation 
given the wide divergence of views among 
OECD members. Support forthe introduction 
of “le discipline concerning labour in the 
WTO has come from the US and Norway 
who have proposed that the ministers should 
take a decision authorising the WTO to 
undertake work on promoting core labour 
standards in the context of global trade 
liberalisation and to report back to the 
ministers at their 1998 conference. Both 
these countries view WTO work in this area 
as complementing that of the ILO, which 
they recognise has primary international 
responsibility in this field. The opponents 
of the move to include labour standards in 
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the WTO have questioned the legitimacy of 
the organisation to even discuss this issue. 

Agreement on Investment 

While the issue of labour standards is not 
likely to be immediately considered in its 
entirety by the WTO, the OECD proposal 
for a multilateral agreement on investment 
(MAI) could be up for consideration sooner 
than it is being thought. Although the is.suc 
of foreign direct investment, particularly the 
rights of foreign investors in the host 
countries, has been put on the WTO agenda 
by the Uruguay Round Agreement on Trade 
Related Aspects of Investment Mcstsurcs 
(TRIMs), its scope of applicability has 
generally been considered as limited by the 
advanced industrialised countries. 

According to the agreement on THIMs. 
countries must desist from imposing trade 
restricting measures that prevent foreign 
investors from functioning efficiently in their 
host countries. But it is argued that this 
manner of interpreting the trade related 
investment measures is ambiguous. 
Restrictions on the extent of foreign 
ownership in enterprises imposed by several 
host countries have been the most important 
issue on which considerable differences of 
interpretation exist. Thus, while the host 
countries have tended to view restrictions on 
ownership as not constituting TRIMs, the 
home countries have held otherwise. These 
contentious issues should have normally 
come up for consideration during the review 
of TRIMs which is scheduled fur the year 
2000, but with the initiative on MAI making 
progress the Uruguay Round agreement on 
investment is likely to be upstaged soon. 

Countries resisting the inclusion of MAI 
in the WTO agenda have been wary of the impli¬ 
cations of the three underlying principles 
of proposed foreign investment regime. The 
right to establish enterprises, national 
treatment in both the pre- and post-cstabli.sh- 
ment pha.se and enforcement of commitments 
made to foreign investors are seen as mea.surcs 
which would ensure that national govern¬ 
ments have practical ly no control over forei gn 
enterprises. What lends substance to this 
view is that the MAI is proposed as a frame¬ 
work providing rights to foreign investors 
while listing no obligations that can be im¬ 
posed by the host countries. This feature of 
MAI should make it stand out as a multi¬ 
lateral agreement which docs not even 
remotely provide for a balance of rights and 
obligations. 

The implications of the MAI could be lar- 
reaching: it& impact could be particularly 
significant^r the future of the multilateral 
trading system in which it is proposed to be 
lodged. Transnational Corporations (TNCs), 
it has been estimated, control directly or 
indirectly two-thirds of the global trade in 
goods and services, and if this magnitude of 
trade is under unbridled control of these 
conglomerates, nation states may have 
precious little to negotiate with in multilateral 
negotiations. Andorttantsations like the WTO 
would be rendered paxse. 
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Colonialism, Rational Calculations and Idea 

of the ‘Economy’ 

U Kalpagam 

This article traces the genealogy of the ‘Indian economy’. It argues that the discursive practices of colonial 
governance rendered India within the framework of modernist knowledge. The collection of .statistics was crucial 
to the regulatory practices of governance based as they were on a new kind of political rationality. The discourse 
of the ‘Indian economy' is thus traced to the disciplinarity of accounting. 


AN exploration of the relationship of power 
and knowledge in the colonial context makes 
it quite apparent that the new forms ol 
governance and regulatory practices 
introduced by the colonial state rendered 
India within the framework of modernist 
knowledge.' Drawing my inspiration from 
Michel Foucault who noted that the 
emergence of social science is linked with 
the rise of a modern political rationality, I 
show here how the emphasis on accounting 
and accountability enabled a discourse of the 
Indian economy. 

Measurf.mrnt ano Idea of 
THE ‘Economy’ 

In recent years thinkers as diverse as Michel 
Foucault and Louis Dumont have pointed 
out to us the constructed nature of the 
‘economy’.- In a very insightful article, 
Susan Buck-Morss noted recently, that the 
conception of the progress of civilisation 
as the unlimited increase of objects produ¬ 
ced for sale was the defining moment of 
modernity, and that this moment enabled a 
revisioning of the social body with the 
discovery of the ‘economy’, with its profound 
epistemological significance, for the 
economic realm could now be appropriated 
from the realm of political power and police 
control. 

The production of knowledge within this 
new discipline of political economy was 
facilitated with the developments in .statistical 
thinking.^ Although many other economists 
have noted that the ‘economy’ is a construct, 
few have examined the conditions for that 
possibility. 

Classtcal political economy of Smith, 
Ricardo and Marx was concerned with the 
determination of value. Of these, it was of 
course Marx who taught us the brilliant lesson 
on the transcendental genesisof theeconomy. 
By problematising the possibility of how the 
science of political economy could orientate 
itself to its object and how it could attain that 
object,* Marx sought to show that in the 
transition of status from things’ to 
‘commodities’, the significance of use-value 
is replaced by the significance of exchange- 
value; and that determining the value of a 
commodity is identical to determining the 


conditions fur its exchange. For the 
determination of value, the diverse kinds of 
labou; embodied in various commodities 
has to be equalised, and labour time that 
exists subjectively has to be substituted by 
some other entity capable of representing it 
and of being exchanged in its place. This 
process of substituting abstract labour for 
real labour entails an abstraction, and it is 
this abstraction which is the “originary 
founding act of the econqmy”.'' 

Alfred Marshall, the great synthesiser ot 
neo-classical economics, once claimed to 
have been influenced by Kant, although as 
Buck-Morss has noted, the influence was 
more the nco-Kantian concern fur grounding 
social ‘.science’, than the critical rationahty 
of the original Kantian project. For the neo¬ 
classical economists loo, such as Jevons, 
Menger and others, who sought to bring the 
so-called demand side ol the picture to 
complement the classical economists focus 
on the supply side or the cost of production 
alone 'o the neglect of demand aspects, 
measurement was a crucial aspect, as the 
fundamental laws of demand and supply in 
any economy can only be deciphered if the 
prices and quantities arc measurable and 
measured. 

An interesting anthropological question 
remains as yet unanswered, even after noting 
the constructed nature of the ‘economy’. 
How did that entity construct itself in areas 
of the world which were nut the homes of 
Quesnay, Petty, Smith. Playfair, Ricardo or 
Marx? What new practices in modes of 
cognition or governance rendered the 
‘economy’ perceptible? 

if an ’economy’ is understiKid to be a set 
of agents in a dellned space, engaged in 
activities relating to production, exchange, 
distribution and consumption of goods and 
services, ’ hich is the way every economist 
understands it, measurement is a very 
fundamental practice to these activities. 
Clearly this founding act, the abstraction 
entails measurement, measurement of labour, 
of commodities and of the monetary systems.'' 
Measurement prtictices themselves have 
historically progrcs.sed to more rational 
measures devoid of subjectivism. The 
discursive constitution of a ‘national 
economy’ would have to encounter further. 


the issue of the standardisation of units of 
measurement acro.ss regions. 

I’hc colonial state as both an agent and 
regulatorof commerce, business, and industry 
enabled the constitution of a modern 
economic di.scourse of India. Its regulatory 
practices not only set in progressively 
standardised units of measurement of monev 
and goods, and calculations that were 
considered more rational; also such practices 
generated a vast administrative record of 
commercial transactions on a scale never' 
done before, as the colonial economy was 
being integrated into the emerging capitalist 
world economy. New kinds of book-keeping 
categories and practices emerged, and an 
increasing number of goods and .services 
were subjected to normalising surveillance 
and brought within the disciplinarity of 
accounting. Procedures of accountability 
insi.sted on regularity of accounts, which 
made it possible-to construct temporal 
sequences of the volume and value of 
production and trade. 

From the time the first ship of the East 
India Company set .sail to the so-called East 
Indies, the colonial discourses arc imbued 
with the issue of the profitability of its 
operations. The preoccupation to sort the 
‘profits’ and ‘losses’ of India engaged some 
of the most brilliant minds in the IndiaOffice 
such as James Mill, John Stuart Mill and 
John Maynard Keynes. Even David Ricardo, 
whose theories of rent found ready acceptance 
and justification in the hands of the colonial 
administrators in framing the land revenue 
policies in India, though not employed at the 
India Office, had on several occasions made 
presentations to the court of directors; he 
being a stockholder had an immediate interest 
in the profitability of the Company’s 
operations. The British parliament had often 
witnessed debates on this subject by such 
men as Edmund Burke and others. 

As colonial rule was progressively 
established, the.se debates continued, and as 
the administrative .system was firmly set in 
its pl%;e, the discourses were toexhibit greater 
and greater sophistication regarding the 
manner of rendering annual accounts and the 
accountability procedures. As every single 
activity of colonial rule was sought to be 
judged by this yardstick of profitability, 
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[ ndininistrators at all levels took the issue of 
! Standardisation to the colony to be theorised 
and applied, as this is the core issue in the 
training of accounts to render commensur- 
^ablc the enormous diversities. 

. It IS in these discourses that one can trace 
genealogy of the ‘Indian economy’, as 
1 hese provide the first proto-macro-cconomic 
atcounting framework. Whatever forms of 
accounting that existed previously was only 
ai the level of household, enterprise, village, 
and the royal households. An account of the 
economy’ at a macro-level did not exist, and 
It IS difficult to see cither the village accounts 
orthc royal accounts approximating as macro¬ 
economic accounts. Cognitive limitations 
lender it difficult to move beyond a single 
village in a village account, and the royal 
accounts are very far from the idea of the 
fiscal accounts of the economy. 

Drawing insights from Weber’s framework 
for the study of capitalism and the 
development of western rationality, I will 
lucus on the relationship between accounting, 
[organisations and society that led to the 
eiiicrgence of a new kind of calculating 
rationality in the colonial period Indeed, my 
domain of analysis would be a broader one, 
dealing with the genealogies of calculations 
in geneial, fully acknowledging that not all 
forms of calculations arc accounting. 

Such an exercise will entail revealing how 
the categories of economic thinking were 
constituted, not in the abstract frameworks 
of political economy hut in the myriads of 
economic transactions that enveloped the 
colonial economy. The logic of the colonial 
economy and of its governance dictated 
lerlaiii kinds of accuunlabilily and certain 
lorms of accounting, which made It plausible 
to conceive the economy in the modern 
iconomic categories of income, wealth, 
^|iroduction, exchange, distribution and 
consumption as ilie.se acquired anev.' rationale 
in theemerging colonial and imperialist logic. 
By the end of the I9lh century a scientilic 
economic discourse of national income and 
poverty was to clearly emerge. 

The rest of the essay is organised into the 
following sections. Examining the early trade 
discourses, I argue that these contained the 
possibility of discursively articulating the 
‘economy’ even while they prepared the 
ground for a complex system of 
accountability. I then move on to discuss 
how from a situation when commerce was 
done voluntarily by the parties, colonial 
IK'wer brought about a system of forced 
commerce. Such commerce carried with the 
encouragement and participation of the 
colonial state caused such transactions to be 
enframed in a bureaucratic discourse of 
surveillance and accountability. As colonial 
interests in exploration and exploitation grew 
more obsessi vc and systematic, commodities 
came to be marked, classi fied and catalogued. 


But it was with the rationalisation and 
standardisation of the units of measurement 
of both commodities and money brought 
about by the regulatory practices of the 
colonial state that a modern economic 
discourse of the economy could be 
constituted. As new forms of accounting 
evolved, it became possible to represent the 
accounts of the nation, and thus to calculate 
the national and per capita income. 

ArCOtlNTINC AND DISCOURSES OP TraDE 

In the more than hundred years of trade 
preceding colonial rule carried on by rival 
European powers, and in which the East 
India Company progressively established its 
political supremacy and its almost exclusive 
monopolistic trade between Britain and India, 
the accounting di.scourscs relating to trade 
set the precedent, and laid the groundwork 
for what was to evolve into a complex system 
of accountability iindei conditions of long 
distance governance, once the flag followed 
the trade. The valuation of goods traded 
which included both theunitsof measurement 
as well as the prices, and the u.sc of money 
in the transactions, as well as the manner of 
accounting form the complex mercantilist 
discourse of early European trade in India, 

The notion of ‘wealth’ was the privileged 
category of mercantilist thinking, and this 
was represented in the quantity and quality 
of precious metals that could be accumulated 
through trade. The purity of the precious 
metal, the debasing of coins and the hoarding 
of good quality coins were integral to the 
mercantilist economic logic. 1'hc mercantilist 
logic of prices made it depended directly on 
the volume of money, i e, t he stock of precious 
metals as coins, and the speed with which 
they circulated and thus indirectly on the 
volume of transactions. 

The commodity character of wealth, which 
Marx was to make memorable in hisopening 
lines of Capital, had not then emerged, and 
indeed notions such as value, exchange, 
production, prices, and distribution that were 
to constitute the stuff ot classical political 
economy since the Physiocrats and Adam 
Smith were alien lothe mercantilist economic 
discourse. The wealth of a nation was the 
stock of precious metals it could accumulate 
and trade was to help in that accumulation, 
and nations were conscious to always have 
at the least a trade balance, so as to prevent 
the outflow of precious metals, though an 
export surplus was clearly the more preferable 
option.’ TTie early trade discourses provide 
insights into the thinking that undergird the 
economic transactions of that period. 

As bullion was imported from England, 
minted into coins in India for payment 
transactions, the quality of the metals was 
an important issue in the trade discourses. 
For instance, in a letter despatched from 


England in October 1684 by the ship 
Kempthom to the president and the council 
of Fort St George at Madras, there were 
careful instructions about minting the bullion 
carried by the ship into coins. These pertained 
to the manner in which the gold was to be 
assayed for Fineness, and how the accounts 
of that had to be submitted back to England. 
As the highest standards that were acceptable 
varied from place to place, they were 
instructed to submit these standards as well 
along with the local weights used in 
measuring gold with their comparison with 
the English weights. Here is an illustration 
of such instructions, 
lliat y Chiefs of y Fort and Bay and Surratt 
bee ordered to advice the Company whal is 
y highest Standard in each place that they 
Compute their gold and silver by and in what 
proporenn each .standard declines as wee in 
England do from 24 Carr fine for gold for 
4 gra and 1/4 of a grain in each grain and 
from 12 oz fine for silver by penny w and 
gr:to 11 oz 2 weights our English standard 
for silver to lower if it bee worse then staixlard. 

And that they send us an exact acco of all 
y scverall weights from each place by which 
they sell their gold and silvci by w then 
scverall denominations from the highest 
weight to y lowest viz as in England wee sell 
gold by y ounce lib is l2oz is 20 dw is 24 
grains that so they denominaic their lowest 
weights and that they advise how their severall 
weights hold out and in whal proporcon they 
are to the weights they use here m England." 
There were not only such instructions 
regarding assaying and accounting but the 
president and the council of the Fort were 
advised to make themselves “Masters in that 
knowledge of y exact proporcon between 
our Sterling and your Malt and as near as 
well as they can to gain an insight into y 
mistrey of essaying gold and silver...” in 
order to avoid being cheated by the shroffs. 

There were trequent occurrences of 
differences in the assays of imported gold 
provided by different merchants which 
caused much concern. In a letter sent from 
Fort St George dated April 1687 the authors, 
one of whom was Elihu Yale, noted about 
a particular incident of the issue of diflerenccs 
in ,\s.says as follows: 

Mr Johnson and the Braminee do not agree 
what Pagoda Mat is. The Braminee Saies’tis 
8 ."S Mr Johnson thinks iti less then 8 S/ 
8 and as compared with the Standard of 
England, to bee car l:gr l:worse then 
Standard, whereas alt the rate of 8 S/8’ti$ 
exactly car l:gr I t/S: till they agree in the 
Standard of the Coyn, they cannot agree in 
their Assays."' 

In practice, this must not have been an 
insignilicant problem, for even within a 
region there were so many different varieties 
of coins circulating, that merely testing one 
for its quality would be insufficient. Assay 
tables for different coins of different times 
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were in course of time prepared. Thus, the 
main accounting problem of mercantilist 
monetary economics was to ensure 
equi valence of gold worth, which also meant 
the quality of metal content in transactions 
round the world. 

When the Dutch first came to the ca.st they 
used the Spanish dollar and then replaced 
it with the Rix-dollar and transacted it with 
the Bengal baazar rupee, the Persian rupee, 
the sicca and Surat rupees. There were a 
number of gold coins in circulation in 1740 
such as the gold rupee or mohur, the European 
ducat of which they were a number, the 
Moorish ducat again of numerous ones, and 
the Pagodas of Ikkeri and other West Coast 
Mints; and the silver coinage were the Rix- 
dollars and the rupee again of several 
varieties. There was the ba.se metal coinage 
as well, such as the 'fanams', and the Dutch 
minted the 'Budgerooks' of lead and tin 
mixture as well as copper coins. 

With transactions being conducted with so 
many different varieties of coins, it is difficult 
to keep accounts. The Dutch therefore kept 
their accounts in guilder or florin, which was 
a silver coin weighing 1.50 grains or S/6ths 
of a rupee. Even in this imaginary accounts 
guilder they distinguished the 'light guilder’ 
from the ‘heavy guilder* with the former 
being used to enable the Company to make 
profits on salaries." 

The trading arrangements by and between 
the different factories of the company in 
India and in other parts of south-ea.st Asia 
and with China, was the purchase and sale 
of commodities. Both the diversities in 
weights and the different coinages prevailing 
for which equivalences had to be established, 
thecommi.ssion for money-changers, the rates 
of inland duties for trade in commodities, the 
accounts maintai ned by the di fferen t factories 
and reporting of such accounts to company 
offleiais in England in the case of the East 
India Company, were the other i.ssucs that 
figure in the trade discourses. Thc.se trade 
related correspondences are also indicative 
of how goods were classified and measured. 

For a long time in south India the accounts 
were kept in ‘Kas’, 'Fanams' and ‘Pagixlas’ 
with 8 kas equalling a fanam, and 42 fanams 
making a pagoda around the beginning of 
the 19th century. Ratesof land customs were 
often specified as in some instances as the 
number of fanams or kas for quantities of 
goods, such as “Gengallee every great Ox 
Load” or in terms of bundles or baskets, or 
in terms of the value of the goods. Grains 
were measured in terms of ‘small measures’. 
‘Tombs’, ‘Parra’ and ‘Garse’; and in 1680 
in Madras there were 8 ‘small measures’ to 
a ‘tomb’, 5 ‘tombs’ to a ‘parra’, and 80 
‘parras’ to a ‘garse’. Measurers were 
appointed by the governor and the council 
at Fort St George on behalf the ‘‘Govemour 
and Company of Merchants of London” to 


“measure or cause to be Measured with such 
lawfull Measures as shall have theCompanys 
Chopupon them, all and all mannerof Graine, 
Seeds, Oyle, Butter, or any other thing or 
things whatsoever, needfull, necessary, 
requisite or requested to be measured by or 
for any Person or Persons whatsoever, within 
the Fort St George”.'^ 

Measures also varied with the different 
colonial powers, the Dutch pound equalling 
1.09 English pounds and there were other 
weights such as the ‘catti’ and the ‘picol’ 
introduced from the Malayan Archipelago. 
When the Dutch traded on the west coast 
they confronted the Malabar measures of 
‘candy’, ‘parra' and 'palam' for pepper, grains 
and cloths, and there were local variations 
in these as well, as the Travancore 'palam' 
was not exactly equal to the Madura ‘palam’. 

Apart from the.se issues of measures and 
money, there was the question of ensuring 
that supplies of the needed goods were 
forthcoming. A Dutch governor, Stein van 
Gollenesse, noted around 174.5 that often 
contracts to supply the company with pepper 
made with the king and his subjects were 
not complied with, and pepper used to be 
exported outside of the region by the people 
when they considered it profitable. He noted 
in this context about the Malabar people, 
“Honour and good faith, promises and oaths 
are with them frail ties easily broken if their 
interests require it ...and nut the slightest 
trust can be put in their promises”. '-'The king 
with whom the contract was signed could 
not really enforce the contract as the king 
deriving his power from divine authority, in 
this case the laws of Cheruman Perumal, 
could not is.sue orders that were considered 
prejudicial to the interests of the whole 
community. He noted, “it is abundantly clear 
that all measures both political and 
commercial to induce the natives to trade 
with the company with loss to themselves 
are entirely useless if they have other ways 
of disposing of their merchandise, becau.se 
It would never enter the mind of the chiefs 
senously to oppose their subjects in this 
matter”.'^ The volitional character ot 
exchange was to dra.stically change into one 
of forced commerce as colonial power 
penetrated and entrenched itselt firmly. 

The English at about the same time 
competing with their rivals were trying to 
make theirtradeprofitablcinlndia. Profitable 
operations needed accurate accounts as a 
prerequisite. A general letter from England 
to Fort St David dated December 8, 1749 
brought to attention the differences in the 
method of weighing in England and in India 
which in part accounted for the discrepancies 
in the reported weights in items like lead, 
copper, iron, and elephants’ teeth at the 
importing and exporting ends. Book-keeping 
practices to maintain the accounts accurately 
were either constantly devised or were 


improved upon. The same tetter instructed 
that all the “Phirmaunds and Grants” from 
the “Several Mogulls, Nabobs and their 
Ministers” regarding the privileges the 
English enjoyed in their trading relations in 
India be collected, translated, copied am^i 
forwarded to England. It gave further j 
instructions on the preparation of accounts j 
as follows: 

We therefore direct for the future that in the 
Account of remains the several Articles be 
ranged under Distinct Heads such as Guns, 
Garrison Stores, Anchors, Grapnells. 
Cordage, Ironmongers Ware, and c 'That the 
Several Sorts, Sizes, Weights and Natures 
of each Article be particularly distinguished 
and the English Weights of all Europe Stores 
Inserted...We have transmitted You a proper 
form which must be Strictly Ob.served in 
framing all your future Accounts of Remains 
of Stores." 

Accounts of goods received and .sent by 
each ship were maintained through a complex 
manner of record keeping. Deficiencies in 
the count and weight of goods transacted is J 
a recurrent theme in these trade reiated | 
correspondences. Tbc differing systems ol 
measurement as well as account-keeping 
practices added no less to the problems An 
idea of the complexities is indicated in this 
letter from Fort Marlbomugh in 1754 to the i 
president and Govemour and Council of Fort 
St George. It noted: 

...there may arise some difference by our j 
Method of computing the Garce at Twelve 
Hundred Bamboes We have sent by Capt 
Bunnan a sealed Bamboe from our Standard 
One, that the Measurage may be exactly 
ad|ustcd thereby. 

The Reason the Endorsement on the Bill 
of Ladingdid not correspond with ihe Account 
Transmitted in the Packet must be owing to 
the Irregular method practical here, 
endorsing Bills of Lading by the Accountant, 
instead of the Storekeeper or Warckcepe' 
who receive the several Articles into charge. 
This we have now regulated...'" 

The important aspect to be noted about 
these early trade discourses is that these 
provide insights into the issue of standardi¬ 
sation arising out of accounting concerns 
Standardisation became a core issue in the 
early 19th century to be theorised and applied 
both in Europe and in the colonies. Weights 
and measures, commodity classifications and 
accounting prcKedures were to all come 
within the purview of standardisation. 

More importantly, the trade accounts ol 
the mercantilist period were to provide an 
image of order out of chaos. The underlying 
mercantilist philosophy was that the wealth 
of the world was finite, and an increase in 
any one nation’s wealth was a zero-sum 
game. The orderly movement of resources 
internally and externally was the rationale' 
for the programme of government in the 
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mercantilist era. Accounting was linked to 
practices of government in such a programme 
through the valorisation of order in com¬ 
merce that was sought to be materialised in 
Its calculative routines.'’’ The nature of the 
company commerce with India was to 
undergo a change once the Company acquired 
the control over the revenues of Bengal. 
Bullion in the form of silver was no longer 
exported to India by England and the share 
of the other European countries also 
considerably fell. A certain proportion of 
the revenues of Bengal was now set aside 
as ‘investment’ with which the company 
bought its goods for trade. As Edmund Burke 
was to note this export from India seemed 
to imply areciprocal supply by which trading 
capital employed in these lines of production 
were strengthened and enlarged, and the 
payment of tribute wore this “specious and 
delusive appearance"; and both the company 
proprietors and the British state agreed 
between them to increase theii annual 
dividends making it absolutely necessary 
loi Bengal to produce 8,00,000pounds every 
year.'" There was also a certain proportion 
committed from the Bengal levenues to the 
China trade every year. 

This new form of trade through the medium 
of power and public revenue disrupted the 
mercantile system by diverting u considerable 
proportion of native manufactures to the 
Company ‘investment’, while the exports 
from England were not to satisly the native 
demand. While I have been attempting to 
show that these Company accounts provide 
the prolo-macro-economic accounting 
framework which is crucial in the discursive 
coniilitution of the ‘Indian economy’, I 
must bring attention to the fact that the 
notion of ‘investment' which implies 
adding to the productive stock in the macro- 
■x;onomic framework, refers here toCompany 
investment that constituted the circuit of 
mercantile capital rather than productive 
capital. 

It was not merely the Company’s 
‘investment’ that was tantamount to a plunder, 
but the entire exports from Bengal even 
those carried by other European companies 
as a complex intermeshing of interests had 
evolved. A large part of the fortunes made 
hy the servants of the company were di verted 
to other companies by purcha.sing their Bills 
of Exchange, and the money that fell into 
their hands thereby was again used to buy 
manufactures. The colonial wars and the 
diversion of ‘investment’ into the private 
trade of the servants made it difficult to 
retrieve the investment and the board began 
to issue bonds to finance the trade in 1781. 
With new bonds overloading the market, the 
older bonds were subjected to heavy discount 
and interest accumulations on account of 
investments diminished the net revenues 
fuithcr. 


All these developments meant more of 
accounts and record-keeping. There was 
around this time an awareness of improving 
theaccountsoftradc.ln l7%EdwardThomas 
Jones published in Bristol hisyones 's English 
Stystem of Book-keeping, by single or double 
entry, in which it is impossible for an error 
of the most trifling amount to be passed 
unnoticed: calculated effectually to prevent 
the evils attendant on the methods so long 
established; and adapted to every species of 
trade, a pamphlet that men like Bcntham 
were to become familiar with. 

As the company trade was running into 
difficulties. Hastings and his men were to 
devise new methods of keeping up the 
investment which would also provide a 
channel for remitting the private fortunes of 
the servants in the Company ships. Burke 
who was critical of these plans and the general 
state of the Company trade, was eager to 
rcin.statc the “principles of profit and loss” 
as he considered it to he the “mainspring of 
the commercial machine’’.'*’ Pitt’s India Act 
of 1784 brought in mure regulations to support 
the Burkean position. 

Needless to say for such a principle to take 
effcct.btxik-kccping practices, amongothers, 
become important. Although at that time 
modem book-keeping practices had not yet 
appeared on the .scene, the existing accounts 
of the Company were in need of a great deal 
of mending and .streamlining. 

Around 1787 the governor of Madras found 
nothing but rampant corruption among the 
Europeans, and a situation of governmental 
insolvency and growing prosperity of the 
European and Indian mercantile community. 
Embcxzlemcnt of military stores had been 
going on for 40 years, and there were many 
inslanwes of collusive contracts. The two 
sides of the Company’s Madras ledger could 
be made to meet only by huge subsidies from 
Bengal which came in the form of the Bengal 
government’s “current rupee” which is an 
imaginary accounting rupee, bonds, bills of 
exchange and rice, and these meant business 
for the agency houses, and often when these 
transfers did not arrive on time the governor 
had to draw his support from its subordinate 
factories and residencies and the Indian 
shroffs and merchants. The nawab of Arcot 
borrowed from his European creditors and 
the Company accounts showed the remit¬ 
tances and payments on that account as well. 
The Company’s accounting problem was 
extremely complex as the Indian business 
was transacted with every kind of silver 
rupee and gold pagoda circulating in southern 
India. A large number of Indian clerks were 
employed by the Company to bring hundreds 
of trar.^actions into some semblance of order 
to enable the Company to keep its books in 
terms of ‘current’ or ‘star’ pagoda.*’ 

The Company’s books of account in 
Bombay for the mid-1780s show that the 


forms of book-keeping used in the 17th 
century were still preserved and the 
accounting methods were not revised to fit 
the new realities. In the modem accounting 
practices, a balance sheet shows the assets 
and liabilities. Fixed assets representing 
immoveables are subjected to depreciation 
as well as obsolescence. Irrespective of the 
actual wear and tear, accounting methods 
usually write-off acertain proportion of fixed 
asset values as depreciation every year, and 
this is an important aspect of capital budgeting 
in modem capitalist enterprises. This notion 
of ‘depreciation’ had not then evolved. Thus, 
the Company accounts in Bombay carried 
an asset item called ‘Dead Stock’ which 
showed that what was paid for the Fort and 
other fixed assets, was never written off as 
‘depreciation’, it similarly carried an asset 
Item in the hope of recovering it from the 
English government as ‘Expeditions’. which 
was the total military expenses Bombay had 
incurred. There was the category of ‘Old and 
Doubtful Debts’ with a long list and ‘Money 
and good Debts’, none of which were really 
recoverable: and if these fictitious items had 
been removed the liabilities would have 
exceeded the assets. It also like Madras, 
floated bonds that were subscribed by 
Europeans who had made fortunes in the 
“Country trade”.The book-keeping 
practices then in wigue were merely meant 
to provide a detailed description of pos¬ 
sessions rather than being a check on capital 
and profits. To reinstate the “principle of 
profit and loss” as Burke would have wanted 
it, first meant that these accounting practices 
had to be changed, so that the true ‘profits’ 
and ‘losses’ ofthcCompany’soperationsare 
represented in the account hooks. 

In Bengal the transition from Hastings to 
Cornwallis as governor-general was con¬ 
sidered a transition from fiscal indiscipline 
to fiscal discipline. Whereas during the 
Hastings era the private wealth of the 
Company servants were sought to be 
transferred to England through the export of 
diamonds, the Cornwallis era regulated the 
scramble for wealth through the fiscal 
di'cipline of unprecedented war financing to 
defeat Tipu Sultan, and the pages of the 
Madras account books of the Company reveal 
the pmfitability of the war to those who 
sub;>cribcd to it. 

The consolidated set of accounts were 
prepared by the Company in England. The 
account books of Bengal, Madras, and 
Bombay which supplied the information often 
mixed up the political and commercial 
accounts, nor did the Company’s statement 
of receipts and expenditures enable a 
separation of the India account from the 
China account, as the East Indies, comprising 
of the entire region, was treated as an 
indivisible economic unit. The master set of 
home ledgers andjoumalsthat were prepared 
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from the subordinate ledgers often revealed 
the fact that the idea of balancing the books 
was not clear to the clerks who prepared the 
master set. Amounts shown as "Profit and 
Loss” in the subordinate ledgers known as 
‘Calico’, ‘Dnigs and Chinaware’ and ‘Tea’ 
ledgers were brought into the main set of 
books infrequently thus vitiating the ‘Profit 
and Loss’ account standing in the main 
books.^^ Even as late as 1810 efforts were 
made to clear the many obscurities in the 
Company accounts by a committee of the 
House of Commons formed for such a 
purpose. 

British parliamentary debates of this time 
were often concerned with the profitability 
of the Company affairs. As an exemplar of 
this discursive moment, the last chapter 
entitled ‘Financial Results’ of James Mill’s 
The History of British India would stand 
out. Mill noted in no uncertain terms the 
accounting logic underlying colonial rule: 
If India affords a surplus revenue which 
can be sent to England, thus far is India 
beneficial to England. If the revenue of India 
is not equal to the expense of governing 
India, then is India a burden and a drain to 
England.^' 

Mill of course was merely trying to clear an 
accounting principle of how the expenses of 
war in the acquisitions of new territories 
should be dealt with, and in so doing provided 
a narrow view of the advantages of 
colonialism. With a trenchant for an objective 
analysis that would seek to improve the 
efficiency of colonialism. Mill’s analysis 
steered a middle path between the two 
opposing views that existed at the end of the 
I8lh century, the optimistic position of 
Dundas who saw a large superabounding 
sum every year from India while supporting 
the renewal of the exclusive privileges of 
the Company, and the pessimistic position 
of Edmund Burke who even while arguing 
for ending the monopoly privileges of the 
Company noted in his famous ‘Ninth 
Report’ that trade carried out of revenue was 
tantamount to an annual plunder. 

It is not surprising that the East India 
Company which was basically a joint-stock 
company and answerable both to its stock¬ 
holders and the British parliament should be 
concerned with accounts of its operations 
howsoever it was maintained. The more 
important point to be noted is that this was 
the first time that goods came to be reckoned 
in the calculations of values to enter the 
records of accounts both in a regular temporal 
sequence as well as being part of the global 
trading system. Although overseas trade did 
exist before, the new forms of flnancial 
arrangements in terms of bills of exchange, 
bonds, treasury certificates, specie flows, the 
role of the agency houses far exceeded 
whatever indigenous arrangements existed 
before, and brought an increasing number 


of goods within the circuit of exchange and 
international commerce. 

Ihe trade accounts, the manner in which 
they were presented, and thciraccountability 
to the Company at different levels and to the 
British parliament brought together for the 
flrst time a broad range of goods within a 
single accounti ng framework. Since accounts 
had to be submitted regularly, it rendered 
possible the construction of temporal 
sequences of the volume of trade and the 
movement of gorxls, making it possible to 
statistically repre.scntcommodity flows. Once 
again, this is an early precursor to a macro- 
economic perspective of the economy. 
Although pre-colonial administrations have 
imposed taxes on shops and establishments, 
an aggregative picture of commodity Hows 
never emerged as those record-keeping 
activities unlike the trade accounts had not 
the systcmaticity, regularity, or the aspect of 
accountability. 

The trajectory of ‘things’ as they acquire 
ihe status of ‘commodities' entails as 
Marx has highlighted an involvement in the 
circuits of money exchange, of money 
begetting more money. But the forms in 
which money, and the monetary and finan¬ 
cial systems evolved would not merely 
transform ‘things’ into ‘commodities', but 
make them into ob|ccts of knowledge and 
bring them into the discursive fold of political 
economy. 

Accounting as the “master metaphor of 
economics”-'' was to play the most important 
role both as a form of discipline and in the 
constitution of a disciplinary knowledge. 
Wc have already seen how the accounting 
discourses relating to trade emerged. The 
large volume of trade between countries could 
only be carried out with a corresponding 
volume of record-keeping, tracking the flows 
of goods. By the end of the 18th century the 
discursive practices of the company was to 
produce a new kind of accounting discourse 
fur surpassing in the scale of coverage, in 
systematicity, and in regularity any such that 
may have existed in the earlier administrations 
for we do know that treatises on statecraft 
such as the Arthashastra or Aini-Akbari did 
conccin them.sclves with the accounts of the 
state and the royal households. 

Exchange and market transactions that 
were outside the ciruits of long distance trade 
were not subjected to such monitoring and 
surveillance and therefore never generated 
such an immense quantum of records. But 
as colonial power entrenched itself firmly, 
the new kind of accounting discourse was 
to spread over many other areas besides long 
distance trade. Accounts of the government 
as well as those of the entetprises not only 
provided access to ‘practices', but as a matter 
of fact constituted those practices, when new 
forms of accounting redefined new practices 
of governance and the conduct of business. 


Aa'ouNTiNG, Administration and 
* Enterprises 

Following Weber, 1 make a distinction 
between a rational, budgetary unit and a 
rational profit-making enterpri.se. Although 
calculations arc common to both, there arc 
crucial differences in their goals. In the one 
it is efficiency and expense minimisation, 
and in the other of profit maximisation. The 
colonial state constituted by the ensemble of 
technologies and practices of governance 
was no less subject to the discursive practices 
of accounting with respect to its receipts and 
expenditures as the cnterpri.scs. 

'The colonial official di.scourse is suffu.scd 
with the problems of improving the accounts 
of the administration, although it is useful 
to keep in view that the colonial discourse 
was a derivative of such discourses in 
England. Since the most significant 
accounting practice transmitted to India in 
the 19th century was the double-entry system 
of book-keeping, let me provide that as an 
illustration of the kind of debate going on. 
in England. 

In response to a suggestion made by the 
select committee on Public Income and 
Expenditure of 1828 to the treasury to appoint 
a commission to examine the practice of 
keeping public accounts, a commission 
consisting of three members - BrcKiksbank, 
Belt? and Abbott - was appointed. While the 
first two supported a complete overhaul of 
the system using a modified version of the 
double-entry system, the last member 
supported an unqualified adoption of it. The 
douhic-entry system is one in which every 
transaction is entered twice in the account 
books appearing on both the credit and debit 
sides, and thus provides conjointly the 
pecuniary profit and loss, even as it provides 
an effective check on fraudulent practices. 

Bentham was critical of the suggestions 
on the grounds that it was incompatible with 
“rendering the state of theaccounts in question 
more effectually and extensively 
understood”, and that if introduced would 
“of itself produce deterioration, to an 
unfathomable degree, in a form of govern¬ 
ment which assuredly stands not in need of 
any such change”.^'' In his characteristic style 
he noted: 

To a universally intelligible mode of giving 
expression to the transactions of the 
functionaries of government, and in particular 
to the plan which consists in the collection 
of the produce of the taxes, and the disposal 
made of it. substitute an almost universally 
unintelligible mode; whatis the consequence'/ 
Answer-Exit Public Camion: Enter Darkness: 
such as that forms the characteristic of 
absolute government.’* 

Bentham was stating the basic principle 
of public accounting, that it be understc^ 
by all. He had in fact earlier in his 
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Constitutional Code laid out a design for “an 
all-comprehensive set of books, for the 
exhibition of the accounts, pecuniary and 
(juasi-pecuniary, for any government 
. whatsoever".^ 

From the middle of the 19th century as 
administrative procedures were streamlined, 
the discourse of correct and regular accounts 
m every branch of the government became 
more pervasive. An accurate set of both 
governmental and enterprise accounts 
recording ail transactions is a precondition 
for a modem economic discourse of the 
economy. 

Bntcrpnse accounts too were sought to be 
made more rational. The characteristic feature 
of a modern enterprise is the ability to 
calculate anticipated profits, undertake risk 
protection and investment planning. The 
growth of an enterpri se i s crucial ly dependent 
on the ex-ante and ex-post calculations of 
profits and los.scs, and for which costing 
becomes extremely important. The trading 
and mercantile classes had always kept 
accounts which certainly informed them of 
the profits and losses for each year, and were 
subjected to trading risks. But .so long as it 
was merely commerce, of mere buying and 
selling, the idcaof the growthofthcenterprise 
was not in the cognitive domain, although 
trading activities must have expanded and 
contracted accotding to the nature of the 
market. 

As banking activities developed, the idea 
of ‘double-entry’ book-keeping for enter¬ 
prises emerged. W ithout the anchor of double- 
entry, the analysis of costing would tend to 
drift aimlessly. Charles Northcoie Cooke, 
deputy-secretary and treasurer of the Bunk 
of Bengal, published in 1840 his book en¬ 
titled, The Ameru an System of Book- 
I Keeptiif; Adapted to the Commerce of India 
Comprising All the Modern Improvements 
m the Practice of the Art <md Exemplified 
III One Set of Books Kept by Double Entry 
Embracinft hve Different Methods of 
Keeping a Journal Designed for the Use of 
Schools to Which is Added Some of the Latest 
Acts of the Legislative Council and a Short 
Treatise on Banking in India (William 
Rushton and Co, Calcutta). 

It is with the development of modem 
manufacturing enterprises from the latter 
half of the 19th century that a rational 
capitalistic establishment in the Weberian 
sense emerged. For Weber, a rational 
capitalistic establishment was one that 
featured 'capital accounting', ‘that is one in 
which its income yielding power is 
determined by calculation according to 
modem methods of book-keeping and the 
striking of a balance.^* Along with this arise 
the modern notions of capital stock, 
investment, depreciation, cash flow, etc, all 
of which' enable the representation of an 
enterprise in static and dynamic tcrais.^ 


Economic hi.storians who argue that pre- 
colonial India had a thriving commerce that 
displayed all the characteristics of rational 
organisations in the business enterprises of 
the traders, the merchants and the bazaars, 
do not take into account the innovations in 
accounting, and its epistemological signi¬ 
ficance for the conception and analysis of 
the enterpri.se and the economy.”’ While 
formal and substantive rationality m the 
Weberian sense is undoubtedly embodied in 
all transactions, a scientific analysis of formal 
rationality becomes possible only with the 
disciplinarity of modem accounting methods. 
Accounting is a discipline in the dual sense, 
for accounting and accountability generally 
go together. 

As modem enterprises came up, new torms 
of accounting and accountability were 
instituted. The earliest piece of Company 
legislation was the act of 1857. Although it 
did nut contain elaborate provisions dealing 
with the keeping and making of accounts or 
of its audit and circulation, it did make it 
mandatory for companies to present, at the 
annual general meeting of its members, 
statements of their income and expenditure 
as also a balance-sheet in the prescribed 
format, and the auditors were to certify that 
in their opinion the balance-sheet was a “full 
and fair balance-sheet containing the 
particulars required by these regulations and 
properly drawn up so as to exhibit a true and 
correct view of the stale of the company’s 
affairs".” 

Once the idea of jumi-stock companies 
with limited liability began to gain accep¬ 
tance. the accountability procedures were 
sought to be made more stringent, and the 
Indian provisions were made stricter ttian the 
English ones in order to protect the mure 
ignorant public. But in order to encourage 
capital flows from the metropolis to the 
colonics, the board of trade issued in 1907 
a memorandum on the desirability of 
‘uniformity’ in the company law in different 
parts of the empire and advocated the 
‘assimilation’ of English law everywhere. 

Accounting is an act of translation, a 
process by which ‘things’ that arc different 
arc made equivalent to financial quantities 
through the creation ot homologies and 
convergences.For how else could a balance- 
sheet represent an assortment of assets and 
liabilities, of movables and immovables, of 
plant and equipment of diverse sorts in a 
unifying frame. 

If the accounts of commerce were to 
provide the image of order out of chaos and 
the inscriptions and numbers were to facilitate 
control over long distances, the accounts of 
the enterprise could make it appear as an 
entity, the activities of which could be 
manipulated, controlled and predicted. Both 
these features appear in the accounts of the 
government at all levels of the administration. 


which in its scope and coverage was far 
greater than that of the pre-colonial states. 
Although thereexisted village level accounts, 
the so-called ‘khanashumari’ records, and 
the accounts of the royal households, these 
did not enable a discourse of public finance 
of government expenditures, taxation and 
debt and their effects on the economy.” 

Numbers, measurements, calculations and 
accounts were produced by the governmental 
mechinery in such vast quantities in 19th 
century India, a true “avalanche of numbers” 
as Hacking has de.scribed in another context, 
that a scientific discourse of the Indian 
economy was soon to emerge. Colonial 
administration was not only accompanied by 
discursive practices of accountability, but as 
more and more of the internal commerce and 
exchange lost its volitional character, they 
came to be subjected to the circumscription 
of the colonial state; such regulatory practices 
producing a body of knowledge about such 
transactions as well. The density of 
accounting di.scuurses as will he shown below 
permeated over the entire economy, indeed 
providing for the first lime the possibility of 
an economic analysis of the myriads of 
transactions that engulfed the colonial 
economy; and in so doing ushered a new 
sociality for things and persons, and a 
widespread calculating rationality which 
despite its nature of Kirced commercialisation 
rendered it possible to discursively articulate 
economic transactions in a manner never 
done before. 

CoioNiAi, Life. Commodiiies and 
Rational CAtniLATioNS 

Economists generally believe that 
economic exchange is an exchange of equal 
sacrifices and look into the calculative 
element in all forms of exchange, ignoring 
the possibilities of the discrepancies of 
sacrifices between buyers and sellers. To 
think of exchange as advantageous to both 
parties represented, according to Dumont, a 
basic, change and signalled the advent of 
economics.” The colonial regime of 
commerce was not only an mtercultural 
exchange of giKKls with very widely differing 
perceptions and meanings associated with 
the value regimes, it was also one in which 
m forced commerce was rendered possible 
by forced revenue collections from the 
peasantry at large.” The pre-colonial regime 
was violently disrupted at all levels to 
accommodate the new one. The nature of 
forced commerce took on so many different 
forms at different times with the full 
complicity and knowledge of the c'olonial 
rulers, and active but often futile resistance 
from the peasants and artisans. As complicity 
transformed into policy, its administration 
was accompanied by the discursive practices 
of accounting. 
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Contrasting the destructive policy of the 
Dutch colonisers with the English. Adam 
Smith noted that the East India Company 
clerk would often order a peasant to plough 
up a rich field of poppies, and sow it with 
rice or some other grain under the pretence 
of avoiding scarcity of grain whereas the real 
motive was to curtail the supply of opium 
to obtain a higher price on the existing stocks, 
and on other occasions the order would be 
reversed when a rich field of rice would be 
ploughed up to make way for the plantations 
of poppies.^ Although the peasantry in India 
has historically been the oppressed class, 
subject to extortionary rent and revenue 
payments by the rulers, revenue farmers, 
landlords, merchants and moneylenders often 
operating in collusion, it was the first time 
that they experienced the vagaries of the 
international market through the power of 
the Company clerk working for the 
profitability of a foreign company. It seems 
unlikely that the supply responses ot the 
peasants to price and market conditions were 
ever so orchestrated by force, as under the 
authority of the Company clerk guided by 
mercantile interests on a global scale. 

The trade carried on by the Company bei ng 
part of a colonial system came under semtiny 
with respect to the privileges granted to it 
such as that of monopoly trade; the more the 
scrutiny, the greater the documentary 
evidence that were produced. William Bolts' 
(ed) Considerations on India Affairs. Parti¬ 
cularly Respecting the Present State of 
Bengal and Its Dependencies, 1772 provided, 
for instance, the source material for Adam 
Smith's reflections on the East Indies. 

Such instances as wc will see multiplied 
many times. Negotiations between the 
colonial rulers and the rival groups constituted 
a new discursive space filled with contending 
accounts of commercial transactions. Once 
the Company acquired the right after I7S7 
to carry its import and export trade in Bengal 
duty free, every Company servant and 
'gomastahs' took to private trading on a 
variety of commodities such as oil, fish, 
straw, bamboos, rice, paddy, betelnut, etc, 
prompting the Nawab of Bengal to write to 
the l^glish governor that the Company 
gomastahs 'Torcibly take away the goods 
and commodities of the Reiats, merchants, 
etc, for a fourth part of their value; and by 
means of violence and oppressions they 
oblige the Reiats. etc, to give five rupees for 
goods which are worth but one rupee...”^^ 

In the days when wovencloth was exported 
by the Company prior to the Lancashire 
products displacing the handloom weavers, 
the colonial state used many ways of threat 
and persuasion to make the weavers accept 
the orders of the Company. Here's a typical 
account of such transactions written by 
Thomas Munro to Alexander Read in 1792 
after the acquisition'<f Salem and Baramahal; 


You will see the result in the two enclosed 
accounts translated from the originals (signed) 
by the principal weavers of Tiruchengod and 
this place. The difference in the price of 
thread arises from the weavers ofTiruchengod 
being more able to advance money for thread 
and )f course getting it cheaper than those 
of Malla.sumudram. They declare that these 
engagements were not voluntary but forced 
upon them by native agents by threats of 
punishment and in some instances by actual 
confinement. Those of Tiruchengod arc 
likewise obliged to pay Mr Dashwood's 
dubash 18 rupees for every thousand 
advanced to them on account of the 
investment, and they say that were they to 
refuse to comply with this demand he would 
register cloth of the first sort among that of 
the second and by this means incur a much 
heavier loss.’* 

The Company servants often advanced 
money to the weavers that were far beyond 
their ability to repay with their goods within 
the y^ar and thus got them indebted, and the 
inability of the artisans to keep accounts 
placed them at the mercy of the same agent 
who made the advance, valued the return, 
stated the account, passed the judgment, and 
executed the process.-”' Similarly when 
manufactures needed to be stopped to 
promote the export of raw materials all 
manner of coercion was used when the price 
incentives failed at times, though in general 
the incentive of higher prices for the raw 
materials induced the weavers to refrain from 
working at their looms. 

The most well recorded instances of forced 
commerce had to do with revenue demands, 
the higher the revenue demands on peasants 
the greater the amount of produce for sale 
on the market, and the greater the pro¬ 
portion that came on to the market the 
more it was subjected to the variations in 
pnccs manipulated by the landlords and 
merchants.*" 

It was not merely that they were forced 
into commerce and exchange, even the mode 
of commerce was to undergo changes. 
Peasants and artisans in eastern India used 
to cat.ying on their petty commerce with 
cowries (sea shells) were forced to give it 
up as copper coins were substituted, when 
with the mining of copper in India, England 
fearing a surplus sought new avenues for its 
u.se and cowries were transformed into an 
export good for the African slave trade.*' As 
we will see later, metallic money was sought 
to be standardised, paper money was created, 
new financial instruments made their 
appearance along with the new institutions 
of the banking system, and new methods of 
rendering accounts were intnxluced. 

The constructions of accounts necessitates 
the classification of thing.s. Simultaneous 
with the spread of accounts, classification 
began to proliferate. Taking the cue from 
Appadurai that the link between exchange 


and value is politics and that thing$-in-motion 
illuminate their human and social context,*^ 
one can note that the colonial regime of value 
subjected an increasing number of com¬ 
modities to greater and greater surveillance. 
Soon after annexing a territory a statement, 
of the articles of trade from and to the region' 
as well as the manufactures of that region 
was generally prepared. Such a .statement 
contained in the Baramahal records after the 
annexation of Salem and Baramahal from 
Tipu Sultan enlists all the items traded in 
different directions with explanations of 
indigenous terms. 

Itemisation of commodities is the first 
step i n classi fication. Not only were the items 
listed but the lowest, highest and average 
price, the average prime cost, the expense 
of conveyance including customs and the net 
profits to merchants were all carefully noted. 
Thus, for instance, we know after more than 
200 years that in the year ‘Fasli 1202' (AD 
1792)aboul 175 1/4 gunny s or bullock loads 
of palmyra jaggery was imported from the 
Carnatic to Balaghat through the Baramahal 
yielding a net profit of .194.3 Star pagodas. 
We also know that in the Baramahal measures 
a 'padi' was a measure holding as much dry 
rice as was equal to the weight of 110 rupees 
with 46 ‘padis’ making one bullock load, and 
a 'seer' the equivalent of the weight of 24 
rupees, with 210 ‘seers' making one bullock 
load. In fact, one can consider these tables 
as the early precursor of the national income 
accounts, lor the produce and manufactures 
of Baramahal are listed itemwise and for 
each the proportion used up in home con¬ 
sumption tmd the proportion exported to the 
adjoining areas of Balaghat and Carnatic arc 
noted along with the prime co.sts, custom 
duties, sales revenues and profits.*-’ 

Preparing such statements of accounts 
entailed the British to familiarise with the' 
styles of classifications and formsof taxation 
prevalent in the pre-colonial local economies. 
For instance, in the region under con¬ 
sideration, commodities were classified for 
purpo.scs of customs duties into five sorts, 
viz, bhusa which comprehended grains and 
pulse, or whatever was covered with chaff 
or husk, rassapayar which although only 
implied tho.se producing juice or c.ssence, 
al.so included all sorts of herbs, nuts, oil, 
salts, acids, pepper, bark, etc, palasarag which 
meant various articles and included silk, 
cotton, thread, taffetas, cloths, paper, wax, 
honey, dyes, spices and perfumes, etc, singoti 
which signified only homed cattle but 
included the duties upon houses and sheep 
where they were levi^. and chillarai which 
are articles small in number or quantity such 
as metals, liquors and fruits. 

It is difficult to understand the logic of this 
classification from the nature of commodities 
grouped without knowing the local economy 
and its forms of taxation. Articles grouped 
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under rassapayar. palasrag and singoti are 
generally brought from distant places by 
Itinerant tribes called Korchavars and are 
subjected to “great road customs or 
haramarg”, whereas articles under bhusa and 
j^hillarai arc brought from short distances 
iTmd subjected to “cross road customs or 
ardhamarg". There were moreover certain 
peculiarly local features of taxation, which 
prompted those details to be recorded. In the 
levy of haramarg, it was customary to exempt 
anything between 20-60 numbers of the item 
tor every 100 from the levy and to collect 
tt only for the remainder rather than have 
.stipulated lower rates, as well as payment 
of umli arikul, a small donation to the tax 
farmer for his ‘conjee’ or gruel. In the levy 
of nakahandi, duties on goods taken out of 
town to places within the boundaries of the 
district and inclusive of road customs, the 
I ates varied not only according to the distance 
but also the caste of the purchaser.'*’’ 
Identifying things and marking out their 
utility wits so integral to colonial exploration 
I .md exploitation, as we had earlier noted in 
' the analysis of topographical surveys. Many 
of the early surveys such as the ones of 
Francis Buchanan on Mysore and Bihar'*' 
in the early 19th century contained copitnis 
references to the varieties of things found 
m different regions and their uses. The 
proliferating knowledge of commodities 
became more and more systematic with 
increasing markets for raw materials as the 
industrial revolution in P.ngland gained 
momentum, and by theend of the 19th century 
George Watt could compile a multi-volume 
dictionary on the economic products of 
India.*'’ Not only did the innumerable survey 
and statistical reports contain valuable 
information on re.sources and manufactures 
located in different regions, these were 
I systematised over time in the district, 
provincial and imperial gazetteers.'” 

As commercialisation spread over more 
and more areas, the classificatory necessiity 
extended as well. Scientific forestry that 
developed in colonial India was tt) facilitittc 
the extraction of forest products, and one of 
the first steps was classification and .stock¬ 
taking. A Ithough the schemes of classificat ion 
were to change according to how the zones 
were demarcated bused on rainfall and 
climate, the species considered important 
remained the same and these were dictated 
by commercial considerations. The 
demarcation of reserved forests and the 
specification of rc.served species were to 
follow the same logic.'*" 

As industrialisation advanced furt'ner in 
England, industrial raw materials and 
minerals came to be made the obj<ects of 
knowledge and the Journal of the Asiatic 
Society of Bengal carried accounts of many 
products and resources found in dlifferent 
parts, even before their systematic compila¬ 


tion in the gazetteers of the Hunterian 
period.** Needless to say, in every instance 
the identification, description and classi- 
f ^cation of resources and products was to .suit 
the imperatives of commerce and industry. 
With the development of modem industries 
in India, not only did classifications multiply, 
but new forms of accounting developed as 
well. 

The collection and classification of 
products became more vigorous in the latter 
half of the 19th century as agricultural and 
industrial exhibitions became a regular 
feature at provincial, national and inter¬ 
national levels. While these exhibitions 
stressed the principle of the 'function' of 
knowledge, i e, to instruct the viewers on 
improved methods of production and the u.se 
of machinery, these aspects of ‘function’ 
grew more important in the growing com¬ 
mercial world."' Exhibitions became the 
spectacle of the age of commodities, and it 
could become possible only by generating 
a vast body of knowledges about them. The 
distinctions between ‘artefacts’ and ‘com¬ 
modities’, indeed between savagery and 
civilisation, or regress and progress became 
sharper as mu.seums and exhibitions came 
on to the scene,'' with the former representing 
dead or dying cultures in which artefacts had 
only use-values and IcKal meanings, while 
the latter was to represent the formidable 
power of exchange-values deposited in the 
commodities, and the meanings and cultural 
values of things could overflow or tran.sgre.ss 
local und national boundaries. 

Indeed, such a regime of exchange-values 
is premised in a detailed knowledge of 
commodities. In fact, as ‘things’ move into 
the status of ‘commodities’ and when the 
exchange-value of the thing acquires signi¬ 
ficance. they also come within a new regime 
of knowledge. Their names, functions, 
methods of production, measurement, pro¬ 
duction, consumption, trade patterns all come 
together and cohere to form the regime of 
value. When such a value regime becomes 
widespread, more and more ‘things’ acquire 
the status of ‘commtidities’ and are brought 
within the fold of exchange, and the 
‘economy’ also gets constituted thereby. The 
knowledge of commodities is therefore a 
precondition for constituting a knowledge of 
the economy. Mea.surcment and statistics 
constitute the crucial dimensions of that 
knowledge. 

The colonial state played an important role 
in generating such a knowledge. Instructing 
the local officers to familiarise themselves 
with the agricultural commodities, the Bengal 
government noted quite clearly in 1874; 

Local officers must be able to recognise wifi 

precision the various grains and other pro¬ 
ducts of their districts, to enable them to deal 

with agricultural statistics in an intelligent 

manner. At present it is almost ludicrous to 


observe... how often the same things are called 

by different names, and different things by 

same names.” 

.Such exhortations were to result in the 
enthusiastic productions of glossaries and 
other such works. William Crooke’s 
Materials for a Rural and Agricultural 
Glossary of the North-Western Provinces 
and Oudh compiled in 1879 but never 
published untit recently,'^ and his dictionary 
entitled, A Rural and Agricultural Glossary 
for the N W Provinces and Oudh, published 
in 1888, are just two examples of a wide 
array of such materials compiled for most 
regions of the country. It contains, among 
other things, details of all implements and 
appliances used in agriculture and rural 
manufacture, domestic appliances and 
utensils, and a list of agricultural products. 

Using the English alphabet as a means of 
ordering the materials in different groups 
and overriding all other possibilities of native 
classifications that could have highlighted 
the social and economic relations of the 
region, the glossary according to its recent 
editor fitted into a positivist knowledge 
system promoted by the colonial admini¬ 
stration to make the country knowable to its 
officials. Given the territorial scope of such 
a work coinciding with the administrative 
boundary of the district rather than the lingui¬ 
stic or dialectal boundaries, the effect of such 
a glossary was to produce a homogenised 
representation of a heterogeneous rural life.-'* 
For how else could they handle the problem 
of “the same things are called by different 
names, and different things by same names’’. 
Neither were names the only problem, nor 
the problem of administering an economy 
and constituting a discourse of the ‘economy’ 
was to remain merely one of naming and 
ordering goods, or even letting the natives 
know their ‘function’, as we shall soon see. 

Measures, Money and Reckoning of Values 

Weights and measures and the monetary 
systems that are very crucial in the reckoning 
of values entered a new regime of politics 
as the colonial state and its administration 
were streamlined, and as the network of 
commercial relations enveloped the colonial 
economy. Weights and measures that were 
so diverse came to be regulated and sought 
to be^made uniform in regions not neces- 
.sarily because the state was concerned with 
honesty or fairness in exchange transactions 
between private individuals, but it was itself 
often a party to the transactions, and more 
importantly because the ‘economy’ needed 
to be administered, regulated and represented. 
Of course pre-colonial states had admini¬ 
stered their economies, but both the nature 
of administration and the representational 
requirements under an evolving imperial 
world system were vastly different from 
those of the early regimes. 
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There were enormous diversities in the 
weights and measures used in different parts. 
It was not merely one of diversities, but the 
measures themselves were deemed to be not 
rationally devised. This is nut something 
unique to India as even in Europe such 
diversities existed. The Napoleonic Code of 
the early 19th century rationalised the linear, 
capacity and weight mcasure.s for much of 
continental Europe, although England stotxi 
steadfast with its own system, refusing to be 
influenced by the French. 

The linear measures m most of India were 
founded on the length of the human arm or 
foot, just as it was with the Egyptians, Jews 
or the Greeks.'' Weights m southern India 
were deduced originally from the weight of 
some stamped or coined piece of metallic 
money, and since these tokens have varied 
in weight according to the mints which 
produced them, the pondcrary scales which 
combined them have similarly fluctuated, in 
the latter half of the 19th century, there were 
five principal pondcrary scales, each being 
used for different kinds of transactions.'*' 
From the existence of these scales it is not 
to be supposed that the weights were uniform, 
for there were many local varieties. Since 
the rupee was both the unit of value and of 
weight, it gave rise to enormous diversities. 
In a 1863 publication it was noted that the 
Assay Master at Bombay had reported more 
than 70 different rupees current in the pre¬ 
sidency with weights ranging from 72 to 192 
grains. The author also claimed he possessed 
over 300different rupees of various weights, 
all of which had been in circulation dunng 
the previous 40 years and with “every one 
of these weights being the tola weight of 
some particular district or village''. Even 
regarding the 'seer' the author could enume¬ 
rate 266 places where the 'seer' varied from 
24 to 140 ‘tolahs’. Even a government order 
noted that the ‘seer’ varied in weight for 
“every article sold, as well as for every 
market” 

The measures of capacity also differed. 
Several measures bearing “the .same name 
in the same place" had different struck 
contents, but all of them coincided when 
heaped. The standard for measures was 
generally arrived at, not by the calculation 
of capacities but by the weight of rice when 
heaped. In some in.stances, horse-gram or a 
mixture of nine sorts of grains were used to 
form the standard rather than rice. Here too 
there were variations from one region to 
anothei. 

Such enormous diversities caused pr<v 
blems when the provincial governments were 
asked to submit returns of food prices 
regularly to the government of India, for the 
bimonthly returns submitted from the district 
offices showed the number of measures of 
each commodity .sold for a rupee but the 
measures were not strictly comparable. The 


board of revenue had to work out the 
con version I aiius from capacity measures to 
measures in weight for each of the local 
measures and for all the commodities, and 
having fixed a standard ratio for the presi¬ 
dency as a whole was able to show tables 
showing their pnee lists in terms of a single 
common weight. 

The statistical rcprc.sentation of regional 
prices on a longitudinal basis is an important 
step in the discursive construction of the 
economy. The most fundamental relations 
in the study of an economy are the quantities 
demanded and supplied at different prices. 
Constituting the economy in dynamic terms 
requires a .set of time series data on quantities 
and prices. The colonial .state was not so 
much interested in the discourse of the 
economy, as with intervening in the ongoing 
economic processes. 

Attempts to reform the weights and 
measures were token up on a number of 
occasions and a proposal made by Bayley 
in 1837 to assimilate the Indian weights to 
those of the English was accepted by a com¬ 
mittee formed fur such a purpu.se in the 
Madras presidency in 1863. It was in parti¬ 
cular noted that basing the weights on the 
currency was unfavourable. Yet despite all, 
it became clear that every aspect of measure¬ 
ment could nut be standardised. While the 
commitce recommended that heaped mea¬ 
sures of capacity be replaced by struck 
measures, the president of the board of revenue 
was of the opi niun that such a measure cannot 
be compelled, and that all that the government 
could do was to stipulate the height and 
diameter of the measuring cylinders leaving 
it to the seller and buyer to “fight out the 
question of heaped or stricken measure".'" 

The i.ssue of 'he reform of weights and 
measures was not merely the adoption of the 
English system, for there was the debate 
even in lingland of the introduction of the 
metric system promoted by the French. At 
the Paris exhibition of 1837 France had 
succe.ssfully sold the idea of the metric system 
to many other countries on the basis of its 
supposed scienlificity, such as fur instance 
that its linear measure was a fraction of the 
length of the meridian rather than being 
based on parts of the human body, that it was 
soon becoming the international standard. In 
India too, while the Bengal government sup¬ 
ported the metric system both on the grounds 
that its adoption by England was imminent 
and the supr iscd convenience of the deci mal 
system, all other governments favoured the 
Briti.sh imperial system for the supposed 
convenience of the binary calculations it 
afforded, and more because trade between 
India and England was greate than with the 
other countries.'* 

The question of weights and measures is 
intimately linked to numeracy and modes of 
calculation. As Maclean noted in his ‘Account 


of the Native System of Arithmetic ml 
Southern India’*" the Tamil system was 
“defective as regards notation”. It used 
alphabetical characters iastead of numerals 
and was therefore “more liable to copyist'.s 
errors”, and the “graver defect” was that it 
had no zeros. It had an arbitrary system of ^ 
notating fractions and can only express 
fractions whose denominator contained no 
other factors than 2 or 5. Fractions .such as 
7-l3ths could not only not be notated but 
could “.scarcely be made intelligible even in 
speech”. All the south Indian languages 
suffered from similar problems. While the 
Tel ugu system had a better system of i ntegral 
notation, its fractional system being based 
on the Tamil system was defective; the 
Canarese system was similar to the Tclugu 
and the Malayalam was closer to Tamil. 
Not only were these methods more cumbrous 
and liable to error than the English rules, 
they were also not capable of “general 
application”. And the inevitable conclusion 
followed, namely, that “the same amount of 
time and labour bestowed on the western 
system of arithmetic would lead to greater 
proficiency, and that proficiency would be 
in methtxls oi'universal instead of only limited 
application". 

Money, the medium of exchange, under¬ 
went changes to accommodate the needs of 
a complexly evolving circuit of money 
exchange, although in much of rural or village 
India, non-monetury transactions were to 
predominate. We have earlier noted the 
varieties of coins that were circulating in the 
di fferent regions. As the British consolidated 
their territorial power, the imperial coinage 
system was introduced whereby gold coins 
were no more legal tender and silver coins 
represented the weight of pure silver as their 
value, and were legal tender only if their 
purity and weight were maintained. It was 
with the imperial system that it was possible 
to state the value of the total coinage, a 
crucial first step, although not a complete 
one, in understanding tran.sactions not as 
isolated events but within the context of a 
dynamic economy. With the annual fixation 
of the exchange rate between the rupee and 
the pound-sterling by the .secretary of state, 
the economy could be represented not as an 
isolated entity but as part of an integrated 
world economy. 

The most revolutionary aspect of mone¬ 
tary arrangements was the introduction of 
paper currency in 1861. The hesitant manner 
in which it was introduced, made legal tender 
in limited geographic areas and the prefer¬ 
ence of traders in certain regions to accept 
payments in gold, and the preference for 
gold over paper money have been succinctly 
analysed by John Maynard Keynes in his 
early publication after his two-year stint at 
the India Office.*' Like in the case of coinage, 
the pre.sence of paper money afforded the 
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statistical presentation of the ‘gross’, ‘net’ 
and ‘active’ amount in circulation, though 
since credit money through the banking 
system did not then appear on the scene, the 
notion of money as a ‘How’ concept rather 
than as a ‘stock’ one. so important to iindcr- 
' stand price variations did not emerge in a 
clear manner in the early economic analysis. 
Nevertheless, the presence of varieties of 
money, metallic and paper, could enable 
Keynes to unravel the nature of the money 
market in India, in particular the transactions 
demand for money in the various agricul¬ 
tural seasons, and to point out the deficiency 
of the money market cau.sed by the inelastic 
supply of money. 

The interesting point to note is that 
governmental practices in regulating weights 
and coinages could enable the possibility of 
a modem economic analysis of the Indian 
economy to emerge. In fact the crucial 
economic variables of prices and wages got 
to be recorded and analysed in their temporal 
sequences from the latter half of the 19th 
century once the administrative apparatu.scs 
were streamlined, accountability procedures 
clearly e.stablished. and district level data 
was forthcoming regularly in stipulated 
statistical forms. The annual administrative 
reports and the statistical ab.stiacts became 
important repositories of economic data, nut 
to mention the numerous other sources 
generated through the bureaucratic pro¬ 
cedures. 

Although economic historians writing 
about the earlier peiiods have pointed out 
instances of the systematic record ot price 
data, say for instance during Akbar’s time, 
such recordings in the past did not lead to 
the conception of the ‘economy’ and of ways 
of analysing it. Based on the vast amount 
of statistical data generated by the admini¬ 
stration and aided by conceptual innovations 
m accounting as well as the developments 
m statistical techniques such as index 
numbers, the latter half of the 19th century 
witnessed debates over the performance and 
progress of the economy. 

Using the vast amount of statistics 
Dadabhai Naoroji in his 187.^ paper ‘Poverty 
in lndia‘ c.stimated the per capita income of 
India around 1870 at Rs 30 compared to Rs 
4S0 for England, and could formulate his 
‘drain theory’ based on the burden of taxation, 
echoing very much what Edmund Burke 
noted a hundred years earlier.*^^ Although 
there had bceit earlier attempts to present the 
average income in India, such as that of John 
Crawfurd in 1837,*' it was from around the 
1870s when administrative accountability 
procedures were streamlined and a vast 
amount of statistics were systematically 
compiled on an annual basis that marked the 
moment when the Indian economy was 
brought into the discursive fold of mcxlem 
economics. Naoroji’s paper was soon 


followed by William Digby who had the per 
capita income of India imprinted in gold on 
the spine of his bonk published in 1901, 
“'Prosperous British India; a revelation from 
official records’. There followed a debate 
between Curzon and his supporters and those 
of Digby each group contesting the claims 
of the other ha.sed on hard .statistical facts. 
At the 1902 meeting of the Royal Statistical 
Society FredT Atkinson’s paper ‘A Statistical 
Revie /ofIncomeandWcalthofBritishIndia’ 
Wits presented and contested by Digby.*^ 
Such claims and counter-claims between 
and among British rc.searchers and Indian 
nationalist thinkers was paralleled by similar 
admini.strative discourses. As .statistics came 
forth regularly it became possible to present 
the ‘progress’ of the economy under British 
rule. 

A genealogy of the modem economic 
discourse of India such as the one attempted 
here, cannot ignore the political rationalities 
ot the colonial state and of its technologies 
of in.scription and control through numbers, 
calculations and accounts.*' 
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The New Political Economy 

A Critical Analysis 
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The literature on new political economy •'* vast and steadily growing and as one would expect, veering round 
the main theme are interesting variations and subtle and not too subtle differences within the school. Some describe 
it as neo-classical economic theory of politics, others specifically as a political cousin of structural adjustment, 
setting out political preconditions for its success. And to yet others it is a cocktail of the Marxist concept of the 
state without its class analysis and with the Liptonian theory of urban bias thrown and blended with neo-classical 
economics. Whatever the viewpoint the fact remains that the new political economy provides a powerful justification 
for the structural adjustment package of the World Bank. This paper presents an outline of the ideas emanating 
from this school of thought and attempts a political-economic analysis of new political economy itself. 


I 

Introduction 

WHILE the structural adjustment package, 
sponsored by the World Bank, has been 
subjected to a close scrutiny by the Indian 
researchers, the new political economy 
(NPE), which provides its theoretical basis, 
seems to have gone unnoticed. The main 
objective of this paper is to present an outline 
of the main ideas emanating from this school 
ot thought and then, to subject those to a 
critical examination. 

However, the literature on NPE is vast and 
is steadily growing, and as one would expect 
in case ot a school of thought, veering round 
the main theme arc interesting variations and 
subtle and not too subtle differences on some 
of the major issues within the school. .Some 
describe it as the neo-classical economic 
theory of politics (Toye 1993:324]. Some 
see It more spccincally as a political cousin 
of structural adjustment, setting out political 
preconditions for its success. According to 
some others it is a cocktail of the Marxist 
concept of the state without its class analysis, 
and with the Liptonian theory of urban bias 
thrown in and blended with neo-classical 
economics [Toye 1993; 321]. Some even 
object to its description as a new theory while 
some others, mainly political scientists, see 
in it a fudged understanding of the political 
world and its processes by ignorant 
economists. Indeed NPE contains various 
shades and colours, such as public choice, 
collective choice, social choice or rational 
choice theories, all of which attempt to 
provide explanations for the paradox of what 
they consider are irrational economic 
outcomes of rational political or .social choices 
(Grindle in Meri (cd):43]. 

Whatever view one takes about the NPE. 
the fact remains that it provides a powerful 
theoretical justification for the structural 
adjustment package of the World Bank. 
Moreover, while .some of those participating 
in it are indeed linked in one way or the other 


with the World Bank, there are also many 
others, independent scholars of high standing, 
who have come to share the main ideas of 
NPE on the basis of their own understanding 
and interpretation of the economy of the less 
developed countries. Nor would this be fair 
to suggest that those from within World 
Bank who took such a position were doing 
so because of the compulsions of employer- 
employee relationship. While basically 
disagreeing with their conclusions, this paper 
mean! no disrespect to their scholarship and 
sincenty of conviction. 

We begin our discussion, in Section 11, 
with a summary presentation of the main 
ideas of the school, followed by, in Section 
III, a critical analysis of those. In Sections 
IV and V we compare these with those of 
the development economists and the 
Marxists, the two competing schools, and in 
Section VI we attempt a political-economic 
analysis of NPE itself. Section VII presents 
the main conclusions. 

II 

The New Political Economy 

Self-Interest. Group Behaviour, 
Distributional Coalitions 

At the base of NPE is the concept of 
rationality - that choices are made in 
accordance with the perceived self-interest 
of an individual. In the formulation of Downs, 
a father figure of this school of thought, the 
type of economic reasoning applied in the 
neo-classical economic models based on self- 
interest can be applied to every institution 
run by men [Downs 19.57:283]. Transition 
from individual self-interest togroup-interest, 
a major concern of 01 son and NPE in general, 
takes place when these two are not in conflict, 
that is “if the individuals in some category 
or class had a suHicient degree of self-interest 
and if they all agreed on some common 
interest” [Olson 1982:17]. Generally 
speaking, a rational self-interested individual 


has no incentive to contribute to the provision 
of public gorxl if he can do without. This 
is more likely to be the case where there is 
no close and direct connection between his 
contribution and the social good that results 
[Hindess; 14]. He will not join a union or pay 
taxes and would rather enjoy a free ride of 
higher wages from collective action or 
contribution by others, unless not being a 
member or tax-payer confers some 
disadvantages (e g, a social exclusion or 
imprisonment) that ate, in his reckoning, 
more costly than the amount he will have 
to pay as union ’subscription or taxes. 

Perception of common interest becomes 
easier when the group is small in size and 
has a clearly defined goal. Otherwise, there 
would be an inevitable tendency to enjoy 
‘free ride’ [Olson 1982; 18]. Further, the larger 
the number involved the greater would be 
heterogeneity of interests, and the more 
difficult bargaining and negotiations among 
members within a special interest group for 
agreeing to a common position would 
become. A cartel of a very small number of 
oligopolists is likely to function more 
coherently in iLs group interest, when dealing 
with bureaucracy or the consumers, than a 
multitude of rice farmers facing mill-owners 
or traders. In other words, smallness of a 
group, which also implies a greater 
Homogeneity of interest and approach, makes 
it more effective than the larger ‘catch all’ 
types. 

An interesting feature of NPE analysis is 
its emphasis on distributional coalitions and 
their implications. An interest group, to 
succeed, would engage in various types of 
lobbying and campaigning in order to 
influence public policy in its favour. Every 
interest group is interested in raising its share 
in the national product, and for this purpose 
it is prepared to undertake any type of action, 
legsd or illegal, mtural or immoral. One way 
it can succeed in its endeavour is to form 
coalitions with other interest groups on 
specific issues, so that their aggregate strength 
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and vigorous campaign can overwhelm those 
in authority to change the rules or legislation 
in their favour. 

A major question raised by NPE is whether 
such pursuit of self-interest by individuals 
and interest groups operating in an economy, 
with conflicting aims and with unequal acccsi 
to decision-makers, brings about a desirable 
optimum allocation of resources for the 
country as a whole. Until NPE. an assumption 
underlying neo-classical micro-economics 
was that the sum of individual welfare and 
utility maximisation adds up to social welfare. 
Olson, however, disagrees. Indeed, as his 
analysis attempts to show, the former would 
lead to an irrational economic outcome. 'Ihe 
special interest groups will only cater to the 
interests of their members, and, thus, will 
reduce efficiency and aggregate income of 
the swiety as a whole in which they operate 
[Olson 1982:47). 

Coalitions, because of the diversity of 
1 nterests they represent to achieve a common 
aim. would tend to have a crowded agenda 
and. thus, would he rigid and slow in decision- 
inaking. Once a bargain has been struck, it 
will be difficult to change the terms within 
a short period, even if that becomes necessary 
because of altered market or technology 
conditions |ibid:S9]. Further, distributional 
coalitions, once big enough to succeed, will 
tend In limit diversity of interests and values 
of I heir membership, and to make themselves 
mi'rc and more exclusive [ibid:69J. In other 
words, the politically rational goals of private 
interests and public officials will “lead to 
ends that are economically irrational" 
[Grindle and Thomas 1991:25). While 
economic competition in market generates 
efficiency in resource allocation, competition 
in the political market based on self-interested 
behaviour generates a negative outcome 
[ibid:25-261. 

On balance, special-interest organi.sations, 
collusion and their coalitions will reduce 
efficiency and aggregate income and make 
political life more divisive l01son:471. Their 
lobbying will look after theirown segmental 
interest and not those of the population as 
a whole. They will induce the government 
to make rules and pass legislation that would 
benefit them exclusively. As a consequenee, 
over time, laws and regulations would tecome 
more complex; bringing lawyers into the 
field, to find loopholes in the laws for the 
benefit of interest groups or to find ways of 
plugging those on behalf of the government. 
"There can be an unending process of 
kKipholc discoveries and closures with the 
complexity and cost of regulation continually 
increasing." The coalitions will strive to 
capture the largest possible share of national 
income, at the cost of the vast majority, who 
arc poor and unorganised [ibid: 69-73). 

Only exception to this are encompassing 
organisations, such as unions representing 
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most earners in a society, or a lobbying 
organisation representing all firms, who, 
l ecause of the sheer number of those they 
represent, would have an intere.st in national 
well-being that would further their own 
interests too [ibid:63). In so me cases, a special 
interest group that is small, in terms oi the 
size of the economy of the population, can 
be quite large and significant in the context 
of a particular .society or factory or industry, 
c g, a union of all engineers in an industry. 
But in case of ‘encompassing organisations' 
the success of the organisation will depend 
largely onits ability to frame rules that benefit 
the vast majority of its members or avoids 
conflicts, e g, the seniority rule in promotions. 
To be effective, a cartel has to fix both price 
and quantity, but in this situation the 
cncon.passing organisations tend to fix only 
the price - of a product, in case of a cartel, 
or wage in case of a union - leaving the 
quantity to be determined by the market 
[ibid:48-59]. In case of the labour market 
thai would imply the presence of unemployed 
on the one hand and the prevalence of high 
wages for the employed on the other. Wage 
will not be adjusted downward to allow 
market to be cleared and to make 
unemployment disappear. 

Olson favours free entry and absence of 
all typesof barrier, as it eventually eliminates 
all shelters and monopoly profits, but takes 
the view that this by itself would nut bring 
about perfect competition or Pareto efficiency 
[Olson:60-67]. He gives the example of 
British India as a country operating fully 
according to the principles of laissez-faire. 
whose rate of growth was also one of the 
lowest among the countries, particularly when 
comp,jison was made with Japan where the 
state was interventionist. The laissez-faire 
ideology, therefore, left something out - the 
negative impact of‘distributional coalitions’ 
[ibid: 179). The larger the number of such 
distributional coalitions the greater would be 
the complexity of regulations to protect their 
interests as also the role of the government 
[01son:73J. 

Interest Groups in Traditional 
Western Poi.mrAL Analysis 

In the traditional western political analysis 
it was held that competition between interest 
groups, for a share of the .state resources and 
privileges, was desirable as it made the polity 
plural anu sensitive to diverse views and 
opinions. The outcome of lobbying by various 
pres.sure groups, formation of coalition of 
interest groups and bargaining between them 
to an've at a consensus, all parts of a 
democratic political process, was a political 
equilibrium that brought about a balance 
between those interests. Participation, in a 
broad sense, implied as much a high turn¬ 
out in elections and a choice in favour of 


parties orindividuals holding preferred views 
as membership in a variety of interest groups 
- from save the whale campaigners to 
business groups demanding ban on cenain 
imports - each campaigning, lobbying and 
otherwise trying to influence decision-, 
making in its favour. 

In this literature, such competition between 
interest groups in the political arena was 
taken as analogous to competition between 
economic agents in a marketplace in the neo¬ 
classical framework. They saw the interest 
groups - of consumers, unions, production 
groups, civil servants, political parties, 
regional, ethnic, and other political 
formations - as agents (like individual 
enterprises in the f^cld of economy) operating 
in a free political market and being involved 
in bargaining for power and access to 
resources. Liberal economic views 
corresponded with liberal political views, 
and competition - in economic or political 
markets - for a share ol GNP or some speci fic 
resources or privileges was seen as desirable 
and welfare maximising. It was held that to 
the extent a person might belong to more 
than one interest group, and these groups 
might overlap in their areas of concern, the 
conflicts would he minimi.sed [Grindle in 
Meired:46-47|. In contrast, since such free 
expression of views would not be tolcra>cd 
under an authoritarian regime, these would 
not be known to the decision-makers and, 
hence, there would be every likelihixid of 
the sum total of decisions by such regime 
being oppo.sed to the welfare of the country 
as a whole. 

Where NEP departs from the pluralist 
tradition isin its view that lobbying by intere.st 
groups with the objective of influencing 
decision-making in its favour is nut a positive 
feature of a poll ticai-economic process. Here 
rational political choice is seen as an 
impediment to achieving the collective 
economic good [Grindle in Meired: 49; Olson 
1982:47). As Olson shows, for such lobbies 
to succeed, the interest groups would have 
to be small, relatively homogeneous, and 
powerful, and the decisions in their favour 
are unlikely to be in the overall interest ot 
the economy [Olson 1982; Chapter 3). They 
are likely to form ‘distributional coalitions’ 
and seek various types of state intervention 
in the economy, e g, controls against imports 
and other competitors and licences and 
permits for themselves for more lucrative 
activities, at the cost of the welfare loss foi 
the economy as a whole [ibid: 59-73). 

'The high cost of acquiring information by 
an individual makes him vulnerable to 
lobbying. A voter is rationally ignorant 
because the cost of acquiring relevant 
information for decision-making is too high 
in relation to the impact a single voter can 
make to the electoral outcome. A lobbyist 
brings to him processed information in a 
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summarised form that an individual cannot 
easily acquire for himself by going back to 
the data source, and in the process helps to 
inlluence the latter’s decision. On the other 
hand, some individuals can gain from intimate 
, knowledge, such as politicians, journalists, 
and social scientists fOlson 1982:26], 

An important distinction is made in the 
discussion between the state and the civil 
.society. It is held that the civil society has 
a deep root in the history of the developed 
western demueracies. Articulation of diverse 
demands and intcrc.sts, by way of lobbying, 
campaigning and voting in the elections is, 
fur this reason, an important component of 
the political system in tho.se states. In this 
historical and cultural context, the interest 
groups play u positive role and help to bring 
about a balance between different interests 
as also between the ruler and the ruled, in 
contrast, “the mtxicm state can be thought 
of as a contrivance or invention of 
administrative technology, capable of being 
transported or imported into .societies that 
did not possess it”. But when .such a transplant 
IS undertaken, the states without roots in the 
history of those countries, interact differently 
with their civil societies, and tend to assume 
increasingly authoritarian character as one 
moves away from the citadels of civil society 
[Findlay: 17-18]. 

While critical of all types of ‘distributional 
coalition’, the main target of NPE are 
organised tnidc unions. Olson rai.scs the 
question: why there is more unemployment 
among the groups with lower skill and 
productivity - eg, teenagers, or disadvantaged 
racial minorities - while it is the least among 
the highly skilled workers. He then seeks an 
explanation that should be consistent with 
both boom and bust and also with substantial 
difference between societies. Then he 
concludes: “The mqpi group that can have 
an interest m preventing the mutually 
profitable transactions between the 
involuntarily unemployed and employers is 
the workers with the same or competitive 
skills". Though he also adds that “the only 
other group that could have such an interest 
would he a monopsonistic (or buyers') cartel 
or lobby of employers: it would need to block 
mutually advantageous transactions between 
individual employers and workers to keep 
wages below competitive lex els". The 
emphasis here and in many other parts of 
his study is on the negative role of the 
organised workers. They are made 
responsible for the stickiness of wages, and 
fornot letting market becleared. When wages 
are set above market clearing levels, the 
argument goes, it is inevitable that the 
employer will choo.se and attract the more 
skilled, and the less skilled and young would 
go without job [Olson 1982:195-205]. 

However, wage agreements are usually 
for a three-year period. This implies that in 


periods of inflation, wages would not rise 
correspondingly and the price will be closer 
to the level for market clearing. “An 
unexpected inflation therefore reduces the 
losses from monopoly due to cartelisation 
and lobbying and the degree of involuntary 
unemployment. In a period of unexpected 
inflatiun an economy with a high level of 
special-interest organisation and collusion 
will be more productive than it normally is." 
Unless, of course, the rate of inflation is so 
high, as also uncertainty about the future 
inflation, that workers insist on indexing 
their wages [Olson 1982:206]. The fact that 
the impact of inflation is inequitable and that 
it makes the society more unequal does not 
concern Olson. 

Rent-Seeking Behaviour 

The question then arises: what is the cost 
of such distoitions induced by interest groups 
on the economy as a whole? Disappointingly 
for those who hold special interest groups 
guilty for distortions was the finding by a 
highly respected neo-classical trade theorist, 
Arnold Harberger, that social losses from 
monopoly and tariffs and certain other 
distortions arc relatively small - only 0.5 per 
cent loss from 100 per cent distortion - in 
relation to national income [Taylor:40: Toye 
.327]. Olson, however, disputes this and 
argues that such loss can be colossal, as the 
decision-making will be slow and the 
economy will not quickly adapt to change 
and new technology [Olson: 46J. 

A more substantia] intervention in this 
debate comes from Anne Krueger, in terms 
of what she describes as rent-seeking 
behaviour. She argues that, in addition to the 
static welfare loss due to. say, import control, 
there would be another kind of welfare loss, 
from the process of lobbying for import 
licences themselves. Lobbying would involve 
diversion of manpower and resources from 
other, more prorlucti ve, activities. These rent- 
.secking activities - for licences and permits, 
for example -woujd distort allocation of 
resources and make the economy inelTicient 
[Krueger 1990: Chapter 7|. 

However, the NPE theorists take care to 
distinguish rent-seeking from rent creation: 
the latter being seen as a positive feature. 
Economic rent is, to put it simply, receipt 
in excess of opportunity cost. In other words, 
even without such economic rent the resource 
concerned would have been deployed to that 
particular employment. Economic rent is a 
genuine social surplus, over and above what 
would have attracted that particular factor 
in any case, and plays a dynamic role in the 
economy. The economic reward paid to an 
inventor for his machine is essential for 
progress. Attracted by economic rent 
entrepreneurs undertake resource relocation 
that prompt economic growth. On the other 


hand, negative economic rent induces 
resources to be converted to alterr ative use 
and will ensure that no additional resource 
is shifted in its favour. Eventually, with no 
barrier to entry, and increasing competition, 
economic rent disappears. Here economic 
rent creates added value in the economy, 
rather than diverting the value that already 
exists [Buchanan: 3-7]. 

Rent-seeking, in contrast, appears when 
entry to the m^et is restricted and the rent, 
rather than getting dissipated by way of 
competition, perpetuates. A firm seeking 
barrier to entry is rent-seeking. The presence 
of rent in such restricted market will, 
therefore, induce Arms seeking entry to invest 
efforts, time and other resources to influence 
the government in its favour. However, 
barriers necessary to protect individual rights, 
persons and property and for voluntarily 
enforcing negotiated private contracts, are 
justified and are not construed as rent-seeking 
by the protagonists of NPE [ibid:7-9j. 

The analysis of rent-seeking can be 
extended to a variety of fields, e g, preparation 
for civil service examination, spending time 
and money in acquiring knowledge most of 
which would not be relevant to the work if 
appointed. In the latter case, the temptation 
for such socially unproductive investment is 
the higher level of expected earnings - from 
both legitimate and less legitimate sources. 
In contrast, in ancien regime in France or 
in pre-1860 British army, jobs could be 
purchased. Tullock justifies such job purchase 
on the ground that the government got some 
money by selling positions and the countries 
concerned had not done badly because of 
this. The job was tradable, a person in a job 
could eventually sell the job to some at a high 
price if he performed well and got high 
enough income [Tullock: 20-22]. 

Some times, the damaging impact of rent- 
seeking can be reduced, if not entirely 
eliminated, by suitable policies, e g, when 
tariff replaces import licensing, when flow 
of information about who benefits from it 
is increa.sed, when moral sanction is applied, 
or, more decisively, when the government 
opts for liberalisation and pnvatisation. 
Enlightened technocrats insulated from the 
influence of interest groups have also been 
proposed as a solution. Some others take the 
view that cata.strophes like military coup, 
revolution, invasion or war are some of the 
major means of getting rid of rent-seekers 
[Grindle in Meir (ed):57-58]. While rent- 
seeking is directly linked with the scope and 
range of governmental activity, it is possible 
to visualise political allocation without rent- 
seeking, where all persons have an equal 
access to the scarcity value created by barrier 
to entry and state intervention, c g, by way 
of lottery or auction [Tullock:9-ll). 

Bhagwati, in his extensive work on this 
subject, ndded directly unproductive profit- 
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seeking (DUP) activities as a variation to the 
‘rent-seeking’ theme, emphasising tariff, 
revenue or monopoly seeking activities as 
well as tariff evasion anti smuggling 
[Bhagwati 1991:129]. In his studies Bhagwati 
discus.ses three types of DUP: policy- 
triggered (e g, voluntary export restraints or 
rent-seeking activities), policy evading (e g, 
smuggling) and policy influencing (e g, 
demanding tariff on certain imports). 
However, unlike the analysis of rent-seeking 
by Krueger and others. Bhagwati is willing 
to accept even wasteful acu vities as beneficial 
in certain situations, c g, in case of 
immiserisation [Bhagwati 1991:129-31]. 

Further, as his co-author in a number of 
publications, T N Srinivasan. argues, 
referring to Krueger's recommendation for 
replacing import licences by tariff in order 
to minimise rent-seeking: “to theextent open 
imd free play of interest groups in political 
arena is part of a democratic process that has 
.systemic value, the resources spent by 
individuals and groups in lobbying for their 
interests cannot be viewed as wasteful'’ 
[Srinivasan: 145]. In their work both he and 
Bhagwati disagree with Krueger’s view that 
rent- (or revenue) seeking, by its very mature, 
plays a negative role and causes welfare loss. 
Srinivasan argues that “resource-using 
political scramble for tariff revenues need 
not always result in an additional welfare 
loss over and above the primary welfare loss 
imposed by the tariff and in fact can reduce 
the latter” Unlike import quota, “a price- 
based intervention such as tariff leaves the 
quantity of import to be determined by the 
market...To the extent the diversion of 
resources to revenue seeking reduces the 
resources devoted to the production of costlier 
import-substitutes (compared to the situation 
with tariffs but no revenue seeking), clearly 
thcdcadweight loss due to the tariff is reduced. 
The reduction in the output of import 
substitutes may even be large enough to 
bring it below its level under free trade” 
[Srinivasan: 129]. In other words, to the extent 
such rent- (or revenue) seeking diverts 
resources away from efforts towards import 
.substitution it helps to avoid .some welfare 
loss. 

Ju.sTii'iABi i- Coalition of PoibNTiAi. 

Beneficiaries of Reform 

However, not all interest groups or 
coal itions are decried by NPE. Its proponents 
argue for mobilising support for structural 
reform by bringing together the potential and 
actual beneficiaries of .such reform. To quote 
the same World Bank publication again; 
“Adjustment programmes should thus be 
designed and presented with an awareness 
of the importance for political sustainability 
ot building a coalition of groups benefiting 
from and cxpandi.ig as a result of the reform 


process” (Webb and Shariff 1992:84], 

A considerable amount of literature exists 
that identifies such beneficiaries of reform 
- mainly two, not mutually exclusive, groups 
-the rural-agricultural masses and those 
producing exportables. Structural reform 
takes the position that the policies in most 
third world countries favour the urban better- 
off while discriminating against the 
agriculturists and the rural population in 
general. The policy of food procurement at 
low, state prescribed, prices and its sale at 
subsidised prices to urban consumers, 
according to this view, is a reflection of 
‘urbar bias’, the influence of urban middle- 
class and rich over the decision-making 
process. Such bias against agriculture/rural 
is inequitable and inefficient and distorts 
allocation of resources. Structural reform 
calls for withdrawal of such price regulations 
and controls and favours paying a price for 
the produce to the agriculturist that emerges 
from a free play of demand and supply. 

The second aspect of this view is that the 
policies of import control and export 
promotion operate against the tradables, 
making those costlier than these would be 
otherwise. These regulations and subsidies 
take away advantages of the commodities 
that would otherwise enjoy comparative 
advantage while pushing those items fur 
export that do not enjoy such advantage. 
What NPE prescribes is the formation of an 
alliance of ail these potential bencriciaries 
of reform - agriculturists and traders in items 
enjoying comparative advantage - to provide 
the regime with a political base [Nelson 
1988:107-18], 

NPE doe.s not take the state as a neutral 
or a benevolent institution. This constitutes 
a serious break with the pluralist political 
tradition in the west. To pluralists, .state is 
more or less neutral, and no group is 
systematically discriminated against. State 
institutions and rules help to organise 
competition between interest groups, to 
establish modes for contlict resolution, and 
to arbitrate between competitors. In this 
conception of the state, the initiative lies 
with the interest groups, who mobilise people 
form coalitions, and attempt to influence 
decision-makers [Grindle and Thomas:23]. 
The economi.sts generally looked upon the 
state as “that agency in the division of labour 
which has as its proper function the 
maximis-'tion of social welfare” (Downs 
1957:282] and, excepting for the Marxists, 
avoided political analysis. Public policy was 
given exogenously and the economy had to 
operate within it. The development 
economists went a step further than treating 
the state as neutral: to them the state was 
benevolent and had the welfareof the citizenry 
in its heart. 

The NPE, in contrast, takes a great deal 
of interest in politics, because, according to 


it, any economic policy, to be effective, has 
to be politically sustainable. In the specific 
context of NPE, the policies its protagonists 
have in mind are those incorporated in the 
structural adjustment package. The question, 
therefore, arises, what kind of politic 
regime, system or leadership is likely to t 
committed to structural adjustment, to 
vigorously attempt its implementation, and 
to ensure its success by sustaining it long 
enough through twists and turns of the 
economic and political life of the country. 

However, NPE analysis of .state begins 
with a negative premise, that elected leaders 
are principally interested in remaining in 
power (Downs 1957:28], and in deriving 
rent by providing access to public goods, 
services and regulations. They have no 
principled position on any issue, and will 
take a policy position that increases their 
chances of remaining in power [Grindle in 
Meir (cd): 49], They are no longer detached 
from the market, and arc endogcni.sed 
[Bhagwati 1991:141], While earlier the 
development economists of the 19.5()s tr 
1970s held as if stale could do no wronj, 
under NPE state can do nothing right 
[Strcctcn:176|. In contrast with the Adam 
Smithian invisible hand of the market, that 
balances demand with supply at a certain 
price, and optimi.ses allocation of rcsource.v 
the invisible foot of the stale encourages 
DUP activities that distort allocation and 
make the economy inefficient, according to 
NPE [Gnndle: 5], The slate uses the legal 
monopoly of the use of violence [l.al and 
Myint 1996:263] in favour of dominant 
interest groups. The stale is the fountain of 
privileges of all sorts, which arc marketable 
in exchange of payments to the political 
leaders and bureaucrats. 

The protagonists of NPE difler amongst 
themselves with |pgard to the form an? 
content of state power. Some see state a 
only standing for the dominant intercsi 
groups, but some others attribute a certain 
amount of autonomy to the rulers in making 
decisions and implementing those [Lai and 
Myint 1996:11]. The latter do not see the 
state simply as a passive agent of the society 
at large nor as an executive committee of 
the ruling class, as Marxists would see it. 
but as an independent and dynamic force 
With the intcre.st groups or classes locking 
their horns in an inconclusive battle, the state 
- a dynasty, a dictator, or a ruling clique 
can pursue independent policies of 
aggrandisement that may diverge from the 
interests of each of the classes themselves 
[Findlay in Meir (ed):15]. Bhagwati 
introduced a third category: puppci 
governments guided by technocrats 
bureaucrats in choosing objective function 
[Bhagwati 1991:153], But in almost all thest 
formulations, the predatory character of t. 
state is emphasised: those running the state 
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at various levels, from the political ru|er at 
[he top, through bureaucrats and technocrats, 
10 those at the bottom of state hierarchy, are 
only aiming at furthering their own specific 
(itroup interests. The interest of the country 

] the welfare of its people do not figure 
ftn their agenda. 

Between different types of states, according 
to NPE, the authoritarian ones can make 
things work, while those with too many 
competing interest groups at loggerheads 
with one another, and each indulging in rent- 
>ccking behaviour, might find decision¬ 
making slow and nearly impossible in certain 
Situations. Moreover, democracies generate 
demands on the state and tend to favour 
consumption over investment, thus stifling 
growth. Further, in most of the less developed 
countries articulated interest groups covering 
a wide spectrum of interests arc conspicuous 
hy their absence, while a small number of 
privileged minority groups arc better placed 
w impose their will on the decision-makers, 
^'adc unions of organised workers seeking 
sages that are much higher than the average 
c.trnings of the multitude of unorganised 
workers, industrial interests .seeking import 
.'ontrol to keep foreign competitors out. urban 
dwellers .seeking price control on food to 
keep their own li vingcosts low while denying 
the rural agriculturist his share of GDP, are 
some ol the more Irequcntly mentioned 
interest groups holding sway in the le.ss 
developed countries, in the NPE literature. 
In this situation, free play of interest groups 
would lead to large scale rent seeking at an 
enormous loss of welfare to the economy. 

To the extent an authoritarian regime can 
more c fleet i vcl y keep those pri vi leged groups 
in control and can rise above those, the 
welfare loss from rent seeking would be 
jiinimiscd. There would be less di.stribu- 
"Jinnist pressure and greater ability to extract 
resources for development and coping with 
short-term costs of adjustment [Hoggard 
1996:209]. Comparing authoritarian and 
democratic societies, Orindlc takes the view 
that, in case of countries with histories of 
|M)litical instability where democratic institu¬ 
tions have been recently introduced, their 
leaders face a more risky and constrained 
environment of political competition, and, 
therefore, changes arc slower to emerge 
than in the authoritarian ones [Grindle, 
pp 19.3-94]. 

Another justification for the authoritarian 
solution is the painful process of structural 
reform itself. There is a consensus that the 
process of adjustment is likely to be painful, 
involving low income and unemployment 
for a number of years. To sustain reform 
despite those the ruling elite would have to 
show a significant degree of political 
I determination or even ruthlessness and a 
capacity to withstand unpopularity foratime. 
A democratic regime exposed to public 


criticism and subjected to voting is unlikely 
to succeed in such a political environment, 
while an autocratic regime can have the 
capacity to ride over those difficult years. 
Lipsett was among the traditional political 
scientists workingon less developed countries 
who took the view that authoritarian regimes, 
by suppressing civil liberties and preserving 
distributional inequality (which promotes 
saving) help to sustain drive towards growth, 
and are more capable of curtailing public 
expenditure and using it for productive 
purposes [Lipsett 1959], 

Role of Biireaucratic and 
Technocratic Elite 

However. NPE concedes that not any 
authoritarian state is capable of rising above 
interest groups and sustaining structural 
reform in the initial difficult years. A 
precondition for the success of such a regime 
is that, not only the political rulers but the 
burea'-cratic-iechnocraiic elite too is some¬ 
what insulated from the interest-groups and 
is capable of taking an objective view in the 
overall interest of the economy. Better still, 
if those bureaucrats-technocrats have been 
exposed to global experience, e g, spending 
some time with World Bank or IMF. and, 
thus, can take a macro, global view of the 
issues involved. Their success would be 
largely based on their ability to promote 
saving and investment, to establish and 
maintain ground rules for open market com- 
(Ktition, and to set up an objective perfor¬ 
mance criteria for firms and industries. Export 
performance is adjudged as an important, 
objective criterion as the efficiency of a firm 
would be tested in a highly competitive arena 
without the comfort of stale support. 

This view regarding the role of the 
bureaucrat-technocrat elite complements the 
Fund-Bank contemptuous view of the 
politicians and the political parties as narrow¬ 
minded, sclf-.serving and rent-seeking, 
insulation from the political pressure groups 
is seen as a necessity to establish objective 
indicators of picrformance and to take a wider 
view of the issues at stake [Mosley et al 
1991.15] . 

Some proponents of NPE focus on 
competition that exists between various 
departments of the same government. The 
state is far from a unitary actor with clearly 
defined goals; much of the struggle on policies 
and implementation is within the government, 
between agencies and departments [Ncl.son 
in Meir (ed); 274], One model depicts the 
conflict between the finance and the spending 
departments; the former attempting to impo.se 
adjustment on the latter. The adjustment 
programme has a greater chance of success 
when budget authorities have a veto over 
spending, it concludes [Hoggard in Meir 
(ed): 773], 


Some studies also focus on contradictions 
that exist between the executive, taking a 
broader view of national interest, and the 
legislature in a majoritarian state, which is 
dominated by sectional inleicsts. This 
contradiction often forces governments to 
formally adopt measures that they them.sel ves 
never mean to implement. Bhagwati refers 
to porous protection models where protection 
IS not intended, but the government, for 
political reasons, does not wish to anatagnni.se 
the industry .seeking protection, e g. footwear 
and textiles in case of the US. Here it is easy 
to cheat on rules of origin, and imports can 
be passed on as products of countries not 
covered by Voluntary Export Restraint or 
Multi-Fibre Agreement, but, from the point 
of view of the government, "that is precisely 
Its attractiveness”. If executive favours free 
trade but the legislators are keen to protect 
sectional interests, the former would prefer 
porous protection I Bhagwati 1991:172-73). 
There can be other situations where the 
government itselt ditches a formally adopted 
popular policy to appease sectional interest, 
e g, non-impicmentatiun of land reform 
despite public rhetoric in its suppni t Another 
interesting example of the latter comes troni 
Ol son: government ’ s formal decision to make 
tax system progressive as it is popular, 
coupled with porous legislation that provides 
the rich with good Ivwyers to avoid tax 
payment [Olson 1982:27], 

in other words, liberal neo-classical 
economics requires, for Us success, its 
political obverse - an illiberal, authoritarian 
political structure: a ruling p<Trly (or leader) 
which can rise above interest groups, make 
decisions and .impose it on the rest of the 
society, and sustain unpopular but desirable 
policies over what is likely to be a number 
of difficult years. .Such regimes, for their 
own reasons, arc likely to be more market- 
friendly than the democratic ones As one 
observer concluded: “Wc find little 
systematic evidence from our sample of 
developing countries to suggest that market- 
oriented and economically competitive 
pricing policies are clo.scly linked to more 
politically liberal regimes" [Healey et al 
1992:18]. 

There is some dispute among the adherents 
of NPE view as to the timing and pacing of 
structuial reform. Some take the view that 
"reforms should be intrixluced as quickly as 
is economically and technically possible” 

I Webb and Shari ff 1992:84] to take advantage 
of the honeymoon period following the lake- 
overby a new regime. Two further arguments 
arc advanced in support of such a big bang 
approach. First, improvements brought about 
following temporary dislocation during the 
changc-overof the regime would be attributed 
to the structural reform and would enhance 
the credibility of the reform and the regime. 
Second, thr quicker the reform and the 
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achievement of a certain degree oi success 
the more difficult would it be for the 
opponents of reform and the regime to 
coalesce and undermine reform [ibid; 
Grindle; 84], Further, such reform should 
yield results pretty fast; a slow and painful 
adjustment process might alienate the 
population and play into the hands of the 
opposing forces. 

On the other hand, there are those, the 
gradualists, who argue that the reform, to be 
successful eventually, should be carefully 
implemented, counting every step and not 
attempting a .short cut that does not exist. 
Any failure resulting from fast-track action 
in the early stage might jeopardise the reform 
process as a whole. To quote Dombush: 
“Avoiding a key battle over immediate 
credibility and spending the political capital 
to broaden the reforms (even with moderate 
and rising inflation) seem preferable to losing 
the battle early on.” He further added: “The 
credibility, 1 would argue, comes from the 
accomplishment of reform, not from a 
decisive recession showdown” [see Webb 
and Shariff:114, comments by Rudiger 
Dombush on the paper]. The shock approach 
can work if there is excess capacity in the 
economy and the possibility of a high level 
of financial inflow within a short time; if that 
is not the case, the shock treatment might 
produce its opposite - a revolution, or a coup, 
or, at the least, a massive outburst of protest, 
perhaps leading to the abandonment of the 
adjustment programme by the leadership 
[Nelson 1988; 12S]. Longer term also implies 
opportunity for phasing and for mid-course 
adjustment, taking into account the 
performance and their perception by the 
people [NeLson 1988:84-83] . 

liie structural adjustment programmes 
suffer from a high mortality or interruption 
rate and the progress is at best patchy 
[Killick;l-2]. but “the most common of all 
the rea.sons for failure are internal political 
pressures, which lead the government to 
postpone coercive action until the economic 
crisis is acute and/or dilute or abandon pro¬ 
grammes before the necessary economic 
adjustment arecompleted" [Nelson 1988:82], 
.Structural adjustment is not understood 
intuitively, and it carries a high risk when 
It offends powerful interests including 
bureaucrats; political leaders tend to assess 
the risks from stabilisation and structural 
adjustment with possible gains and can get 
easily scared. 

One way forward, according to some 
political economists at the World Bank is to 
devise the programme in such a way that it 
is owned by the political leaders; so that no 
feeling is generated that it has been imposed 
from outside [Corbo, Fisher and Webb: 13]. 
The idea behind Policy Framework Paper 
((PFP), which incorporates the conditi¬ 
onalities as declarations or decisions by the 


governments applying for support them¬ 
selves, and which is prepared in 'consultation ’ 
with World Bank and IMF and is approved 
promptly after its submission, is to carry 
such an impression. 

Structural adjustment, given its character, 
as we have already noted, is bound to be a 
painful process. The important question is, 
how to sustain such reform over a long period 
in the face of the hostility such programme 
is likely to encounter. Further, such pain is 
unlikeiy to be distributed uniformly - for 
most it would be relatively more painful, 
while the potential long-term beneficiaries 
are likely to be in the minority, at any rate 
at the beginning of the adjustment process. 
In this situation, it is inevitable that various 
interest groups will try to outwit one another, 
if possible to secure a free or less costly ride 
than others. Such 'war of attrition’ can 
eventually reach a stage where the 
government, unable to reconcile various 
conflicting interests, would be forced to 
abandon the programme [Kiguel and 
Liviathan; 109]. One way of obviating this 
IS to provide, in the wordsof John Williamson, 
“a sweetener that will help the reformers to 
retain political support during the difficult 
and perhaps lengthy period before the reform 
starts to bear fruit [comments by Williamson 
on Corbo and Fishcr:21 ]. A wide variety of 
sweeteners have been deployed in the past, 
such a.> the safety net or renewal programme 
to help the unemployed to get retrained for 
another job. Williamson also suggests loans 
by western governments to bribe bad 
governments in order “to get off the backs 
of their long suffering citizens” [ibid]. The 
emphasis on equity, tax reform and bigger 
allocation on health and education are some 
of the others, though land reform, a more 
obvious one, is generally not prescribed by 
Fund-Bank doctors [ibid]. 

In many cases a heavy dosage of structural 
reform follows a severe economic crisis. 
Such crisis enables the regime to change 
course or for the entry of another, more 
authoritarian, regime, more determined and 
capable of undertaking and implementing 
such reform in the face of popular resistance. 
To quote an important World Bank 
publication: “Crisis can increase the 
likelihood of reform, by raising the perception 
withit. and outside the government that 
policies must change, by weakening anti¬ 
reform inte ;st groups and by increasing the 
willingness to rely on the technocrats” [Webb 
and Shariff 1992:84], 

In those situations it is possible for the 
succeeding regime to put the blame for all 
the economic ills on the previous one and 
to project its own harsh measures as ones 
that are unavoidable under the circumstances 
[Nelson:99]. To quote the same World Bank 
publication again; “When new economic 
teams or governments have come to power 


and the policies of the previous team or 
government have been discredited, there is 
more leeway to undertake reform measures... 
Often the strongest political asset of the new 
teams and governments is people's dissati.s- 
faction with previous policies and their 
willingness to try something fresh (the honey¬ 
moon effect), as exemplified in Poland and 
Argentina” [Webb and Shariff 1992: 84]. 

This, in nutshell, is what the new political 
economy is all about. It is not difficult to 
derive the link between this theory and the 
specific conditionalities contained in .standard 
structural adjustment packages includingtlie 
one operating in India. One major objective 
of these conditionalities is to eliminate or 
minimise rent-seeking. Since the latter is 
associated with controls and other restrictive 
measures, doing away with all controls in 
a liberalisation package is a major way of 
handling such behaviour. Rent-.secking, 
according to this analysis, is associated with 
the strategy of import .substitution and 
corresponding import licenses and high 
tariffs; so this should go too. Integration with. 
the global market, the entry of foreign 
competitors, and the parity between internal 
and external prices for various commodities, 
would force the interna! economic agents to 
sharpen their competitive edge and to shift 
production towards those items for which 
the country enjoys a comparative advantage. 
Globalisation or export orientation is, 
therefore, a must for success. Another added 
argument is that, such globalisation will 
provide the economy with an objective lest 
of success with various lines of production. 
If globalisation results in the closing down 
of an industry that will prove that the country 
does not enjoy comparative advantage in 
that industry. Pruning of such inefficient 
industries will help to divert resources to 
others that arc in line with that country's 
comparative advantage. 

Further since rent-seeking is promc.tcd by 
the existence of a large public sector which 
has a tendency to grow over time; privatisa¬ 
tion is a way of reversing this trend. Com¬ 
pulsion to keep fiscal deficit below a certain 
percentage point in relation to GDP would 
be another way of keeping the government 
slim and fit. Coming to distributional 
coalitions, such as trade unions or hawaia 
operators, anything that obstructs the clearing 
of a market should be done away with, 
whether labour legislation not permitting 
closure of lactorics, or directed credit or 
investment in banks or rigid exchange rates 
for the kx:al currency. Prices should be right, 
flexible in both directions, and should succeed 
in balancing demand with supply, whether 
those are for commodities, labour, land, 
foreign exchange, credit, what have you. 
Market, and not the state, should rule, in 
order to go as far as possible near Pareto 
optimality in the allocation of resources. 
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Ill 

A Critical Analysis of NEP 

Let us begin our critical examination of 
NPE with iLs most basic assumption: that 
^uman behaviour is solely guided by sclf- 
nterest, and that is what constitutes 
ationality. Through the lens of self-interest, 
Politics becomes endogenous to pol icy choice 
ind can be modelled along with more 
raditional economic variables’, according 
0 this school (Grindle in Mcir (ed): 44|. 
iVhile nut disputing the role of self-interest 
n motivating individual, group or class 
iciion, one can dispute whether it is the sole 
leterminant of human behaviour even in a 
argely selfish society. The history of mankind 
s abound with examples where people have 
isen above their own narrow interests to 
lacrilice a great deal, including their lives, 
or a cause. NPE docs not explain 
ihilanihropy, maityrdom, nationalism, 
nhnicity, giving and taking life in ugly 
•ommunal outbursts, or fights between two 
zroups of football funs not involved in 
zamhiing. People can and do go beyond their 
miTiediatc self-interest quite regularly, 
'urthei. joining ol a gioup is not merely 
irompied by the desire to get a share of the 
lational cake. Emotions, sentiments, 
jonccnis for others and enjoyment in being 
i pait ot a larger group are matters that go 
:ieyond personal book-keeping and co.st 
lenefil analysis. One can even go to the 
.■xicnt of saying that if rationality is defined 
inly in lermsofsell-intcrcst, the must rational 
'lehaviuur should be an irrational one. 

Taking the case of the ‘rationally ignorant' 
half ol the voters who do not attend the 
polling booth, mentioned above, scIf-inlercM 
Joes not explain why the other half goes, 
when their own individual vote is a miniscule 
l.ictor in the outcome. When the NPEanalysis 
talks of bureaui. i ats and technocrats who can 
sec beyond their own .self-interest, they never 
explain how this is consistent with their 
concept of rational choice; unless, ol course, 
the concept is expanded to include the 
capacity to view long-term public interest as 
individual utility maximisation. In another 
context. Olson included ‘moral satisfaction' 
•rom, say, contributing to a cause, as ‘self- 
intcrc.st’ as it provides him with some utility. 
He also mentioned, while explaining why 
people join groups, that they value 
companionshiptand respect those with whom 
they interact [Olson 1982:19-23|. However, 
in these cases, as Grindle observes, the 
concept of self-interest becomes effectively 
meaningless [Grindle in Meir (ed):60]. 

Who is to undertake reform if all politicians 
are corrupt and rent-seeking? 

Similarly, the idea that all politicians are 
coirupt and rent-seeking and are only 
interested in self-aggrandisement, is highly 
simplistic. There are indeed politicians. 


perhaps many or even most, who arc selfish, 
greedy and corrupt, but then there are also 
others who are selfless, with a vision or an 
ideology that motivates them and sustains 
them through tortures, incarcerations, 
humiliations and financial disasters. Here 
again one finds a logical inconsistency 
between this generalised characterisation of 
the political leaders and the expectation that 
the same leaders can be induced to carry out 
the reforms desired by NPE. How can the 
same narrow, selfish, amoral politicians be 
motivated to undertake policies that would 
take the country along the growth path, and 
through pains and tribulations that accompany 
structural adjustment with determination? 
Here NPE seems to have reached a dead¬ 
end [Toye 1992:323). As Streeten puts it: “if 
the will to action is absent, there is no point 
in asking for the will to have the will” 
|Srtceien:178]. Nelson more or less makes 
the same point when she says, “Either the 
government has sufficient political will or 
It docs not. If it does, political analysis is 
unnecessiiry; if it does not, there is not much 
to he done about it” |Nelson:84[. This 
negative and rather cynical altitude towards 
politics “makes the task of explaining the 
potential for economic reform extremely 
di ft icult and limits the applicability of policy- 
relevant advice” [Grindle in Mcir (cd): 44]. 

Assuming that structural adjustment is 
beneficial fur the country, why should a 
ruling elite introduce and implement it if this 
is not in line with its own self-interest? Why 
should a state, so far under the influence of 
rent-seeking urban dwellers, import 
substituting industrialists and rigid wage 
protecting trade unionists, suddenly change 
course and opt for structural adjustment? 
Why should the individuals in control of the 
state s.op milking it for their own good and 
suddenly get seized with policies that promote 
saving and investment? Or. for that matter, 
why should the people in general acquiesce 
to policies that would, at least in the short 
run. according to the protagonists of structural 
reform, involve hardship and deprivation for 
them while producing enough profit for the 
capitalist minority to make the reform a 
success? Given this interpretation, the only 
way out is, as suggested by Olson and others, 
a catastrophic event or “the appearance of 
wise statesmen or technocrats who, for 
unexplained reasons, exhibit behaviour that 
IS politically irrational” [Grindle and Thomas 
1991:26]. But even after such change, where 
is the guarantee that rent-seeking will not 
return? [Grindle in Meir (ed): 59). Some, 
including Srinivasan, put an enormous 
amount of trust in the political leaders who, 
becoming increasingly aware of the negative 
econo nic and political consequences of rent- 
seeking, would do something to contain it. 
But they offer no explanation for the 
appearance of such leaders or “their ability 


to escape the logic that binds ordinary 
mortals” [Grindle 1996:60]. 

How can an authoritarian state insutuir 
itself from rent-seeking interest groups? 

Similarly, it does not follow from the NPli 
analysis how an authoritarian state can 
insulate it.self from rent-seeking special 
interest groups ? As the experience with the 
military and other types of aulhonlarian 
regimes shows, every regime has to .seek and 
find coalitions of political support for 
survival. It has to favour some groups and 
oppose some others in order to work out a 
balanceof forces that favours its continuance 
in power. The absence of parliamentary 
institutions does not necessanly obviate the 
need for such balancing act, though the 
correlation of political forces, resulting 
coalitions supporting or opposing the regime 
and their character might be changing over 
time [Hoggard 1994:105; Toye in Men 
(ed):ll7]. In fact, regimes divorced from 
civil society become more dependent on 
external agencies, such as World bank, e g, 
Rawling's Ghana, than those with a .secure 
support base in the civil society [Toye in 
Mcir(cd): 117], Authoritarian regimes arc no 
less corrupt or allocation-distorting as other 
types of regimes [Taylor: 42]. On the other 
hand, people living under corrupt and brutal 
regimes lend to disengage themselves from 
the state, parallel markets emerge and new, 
underground relationships arc forged that 
run parallel to the formal state structure 
[Grindle;7]. 

The NPE is not consistent when it places 
high hope on a high quality, objective and 
impartial bureaucratic and technocratic clue 
forinitiatingandsustainingslructuralrelorin. 
The inevitable question is, why the latter 
should be free from concern with self-interest 
and why should not they too seek to strike 
bargain with interest groups lor .scll- 
aggrandi.scmeni? There is also some 
ambiguity in the NPE literature as to the 
question whether the bureaucracy and the 
state should be neutral between various 
interest groups or should throw their weight 
behind the ptiiential beneficiaries of reform 
in order to make the reform politically 
sustainable. Quite frequently one comes 
across NPE-based studies that do nut 
hesitate to make both the points without 
rcali' mg that these arc not consistent with 
each other. If it is pos.sible fur the elite to 
become fully insulated from interest 
groups, and for the regime to sustain its 
programme through ups and downs, then 
why should it bother to build coalition of 
supporters of reform? And if they do would 
these be simple coalitions without distri¬ 
butional implications or would these too not 
be ‘distribution coalitions’ ? In the latter why 
would this distributional coalition of 
agriculturist and traders not behave like other 
distributional coalitions, i e, slowing down 
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decision-making, not letting the market be 
cleared and seeking-rent? 

Further, as Taylor argues, if the 
authoritarian generals, because of their total 
control over the country, are so efficient in 
keeping the government out of the market, 
what prevents them from taking over the 
market too? “The record of the Third World 
authoritarian states in avoiding corruption 
and distortions is not encouraging in this 
regard” he concludes [Taylor:42]. Generals 
ousting corrupt politicians in a coup, and 
making trains tun in time at the beginning 
usually end up being worse than those they 
replace, as the experience of many countries 
- from Pakistan and Bangladesh in Asia to 
Central American Republics through Africa 
south of Sahara - confirms. 

No less surprising is the idea that the 
political leaders, being what they are 
according to NPE, would actually stand aside 
and allow the technocrats-bureaucrats to work 
on their own, free from interference. It is not 
clear why the top leaders should relinquish 
control over allocation of resources which 
is so essential for maintaining the loyalty of 
their factions, irrespective of whether these 
are majoritarian or authoritarian states 
(Nelson: 102]. As Grindie admits, NPE 
provides “no logically apparent means of 
moving from bad to better" [Grindie in Meir 
(ed):S8|. Why should the political elite 
abandon import licenses and replace those 
by tariff, as recommended by Krueger, if the 
former is in its interest? 

Not everyone belonging to the NPE school 
agrees on this point. Little et al, despite their 
overall support for NPE, are skeptical about 
the analysis of interest groups in most of the 
NPE literature. Like pre-NPE political 
scientists of the western society, they look 
upon interest groups as inevitable and 
necessary components of democratic 
societies. The function of politics, according 
to them, is to reconcile diverse and often 
conflicting interests among the citizens. 
“Who gets what, when and how?” is the core 
of the study of politics. Their implications 
for macro-economic management are 
‘surprisingly little' according to them. Most 
people want growth and low inflation, and 
get confused when growth is accompanied 
by inflation. Macro-economics is not well 
understood even by the relatively well 
informed elite (Little et al 1993:381-382]. 

Alongside ‘rent-seeking’ as deflned by 
Krueger and Buchanon, Amsden has 
introduced the concept of private rent-seeking 
which involves “buying cheap and selling 
dear, or realising proflt ‘upon alienation’ 
rather than through investment in new plant, 
equipment, and human resources.” It 
connotes speculation and arbitage in stocks 
orexisting assets (Amsden in Meir(ed): 127]. 
The ‘private rent-seeking, according to 
Amsden, stands in the way of the most stKially 


efficient use of resources, and is no less 
serious than rent-seeking associated with 
public/political patronage. Further, private 
rent-seeking behaviour forces the 
governments to offer concessions, subsidies 
and support in various other forms in order 
to induce private entrepreneurs to invest in 
manufacturing: Once the existenceof private 
rent-seeking is recognised, privatisation can 
no longer be taken as synonymous with 
efficiency (ibid:229-30]. 

Is democracy incompatible with 
development in less developed countries? 

The argument that development and 
democracy arc incompatible in the less 
developed countries has been disputed. 
Obviously, its obverse, authoritarianism, can 
not be a sufficient condition for development: 
had this been the case, Zaire with three 
decades of unpolluted authoritarianism would 
have become one of the most developed in 
the world. Is this a necessary condition? One 
detailed research, based on cross-country 
data, has actually found that not only the 
relationship between democracy and 
development is a positive one, they are 
mutually reinforcing. Further, no strong 
empirical relationship has been found 
between regime type and policy performance 
in relation to stabilisation and adjustment 
policies implemented under conditions of 
economic crisis (Healey et al 1992:3]. 

Another study, based on data for 104 
countries, concludes that developing 
countries achieving high levels of 
development are more likely to establish and 
sustaindemocracy,whiledemocraticpolitical 
institutions are more likely to facilitate 
growth. Political pluralism acts to release 
energies and foster conditions conducive to 
change, entrepreneurial risk, and economic 
development [ibid.Pourgerami 1991]. A 
detailed examination of less developed 
country budgets and policies shows that, 
since late-1970, there is no evidence that 
democratic regimes face more difficulty in 
restraining public expenditure; in fact fiscal 
defleits are smaller in the democratic ones. 

Further, the democratic regimes are less 
likely to resort to inflationary financing via 
credit from monetary authorities. However, 
at the same time, they are not so efficient 
or keen in increasing taxes or reducing the 
share of indirect taxes. On the other hand, 
they are more likely to reduce the share of 
expenditure i t defence or security, and to 
raise those on health and education (Healey 
el al: 18], Further, governments brought about 
unconstitutionally tend to be more prone to 
incur fiscal deficiu or to promote inflationary 
tendencies [ibid:9]. Hoggard takes the view 
that there is no conclusive evidence, over the 
long tun, that the economic performance of 
democracies is either better or worse than 
those of authoritanan regimes. Taking all the 
countries of the world into account, while 


poor countries tend to be ruled by 
authoritarian regimes (India being an 
exception) and the better off ones by the 
democracies, the middle layer show no 
relationship [Hoggard 1996: 200]. 

Not all the proponents of NPE favour 
authoritarianism for development. Little et 
al, in theirstudy based on 18 countries, found 
no evidence that authoritarian governments 
can quash opposition and carry out a coherent 
long-term programme. “A cursory exami¬ 
nation of our eighteen countries does not 
support this frequently expressed view. 
Neither the form of government nor the degree 
of political freedom seems to have had a 
significant bearing on the adaptability of our 
countries to external shocks and their 
subsequent performance." They found tradi¬ 
tion and history as more powerful explana¬ 
tions. However, they admitted that “New 
governments, whether democratic or 
authoritarian, are more likely to make drastic 
changes in economic policy - macro-econo¬ 
mic orstructural -than are incumbent govem- 
menU” [Little etal 1993:362-70]. Bhagwati, 
another strong advocate of structural 
adjustment and a strong opponent of DUP 
activities, also finds no correlation what¬ 
soever, positive or negative, between demo¬ 
cracy and growth rates [Bhagwati 1993:20]. 

Et'ONOMLSTlr iNTP.RPRrTATION 

The economistic interpretation of the state 
and its role has been also heavily criticised. 
Politics, according to this view, is “the central 
means through which societies seek to resol ve 
conflict over issues of distribution and 
values”, and should not be viewed as a 
constraint on economic welfare (Grindie in 
Meir (ed):4S]. Market can not be the be al' 
and end all of state policy. Nor can the self¬ 
aggrandisement be the only motivating force 
behind the action of political leaders. Hi.story, 
tradition and culture play an important role 
in their decisions, and even the most 
authoritarian or predatory regimes can find 
it difficult to overlook those. Their attitudes, 
outlook, and world view are considerably 
shaped by the values and beliefs of the society 
they grow up in. 

Further, maximising national product need 
not be the sole object! ve of a political regi me 
For a country, at a particular juncture of 
history, nation-building can be a legitimate 
goal to aim at, even at some economic cost. 
As Little et al admit: “expenditures to 
strengthen national cohesion, or to build 
political coalitions, may in the minds of 
political leaders take precedence over the 
maintenance or restoration of macro- 
economic equilibrium - as long as the 
expenditure can be financed somehow, or 
until inflation imposes risks to cohesion or 
coalition that appear to outweigh gains from 
expenditures” (Little ct al 1993:373]. 
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Similarly, external threats also usually get 
priority over economic considerations 
[ibid;374J. One has to recognise that a 
political entity like state can have multiple 
objectives, a major one, and certainly not the 
only one, of them being economic progress. 

Bates, while not averse to the application 
of economic rea.soning to politics, a la Downs, 
questions the concept of political market, 
with demand for and supply of public policy. 
The political arena does not generate 
alternative mixes of public programmes in 
response to prices, nor does that price, 
however defined, move up and down to 
eventually equalise demand for public policy 
with supply. Obviously, one can take the 
view that politics should operate like market, 
or that, while deciding on policies, the 
citizenry should be aware of the opportunity 
costs associated with particular policy 
packages, so that the decision is rationally 
made. But NPE does little to enlighten one 
as to how the preferences of citizens are 
translated into public policy. Nor is this right 
to assume that state is a single agency with 
a clearly defined objective function [Bates 
in Meir (cd);264-2651. 

Even some of the leading protagonists of 
NPE now admit that the vehemence of the 
neoclassical attack on the state has been 
carried too far [Grindie:5]. They recognise 
that state alone can provide a set of conditions 
essential to economic development - law, 
order, effective macro-economic policy, 
infrastructure development, investment in 
human capital, enhancement of equity” (ibid). 
Further, the policy elite is not merely 
interested in staying in power and in adopting 
whatever policy would make it cling to power. 
It does have some explicit notions of what 
constitutes good policy. Still further, the 
coalition partners it seeks for staying in power 
are usually historically and ideologically 
given, while it will not seek support from 
some forces even for the sake of staying in 
power. Power is a means to an end, and not 
only for the sake of it IGrindle in Meir (ed): 
54-55). 

Some have argued that NPE approach is 
ahistorical (Taylor:43). The nine proposi¬ 
tions of Olson are supposed to work, uni¬ 
versally, irrespective of the social, cultural, 
political and historical context. Develop¬ 
ment does not seem to be affected by di ffering 
initial conditions under NPE (Colclough 
1993; 110). These are expected to work as 
well in India as in UK, despite the fact that 
the former had to sfiend nearly two centuries 
under colonial rule, and had to begin, as an 
independent nation, with an enormous lag in 
economy, education, technology, share in 
world exports and institutions conducive to 
development. NEP would not be concerned 
with the concrete historical and global 
location of east Asia when the process of 
development picked up. 


The ahistorical aspect of NPE is illustrated 
by Olsons comparison of pre-independence 
India with Japan, mentioned above. Olson 
argues that lumez-Zaire alone cannot explain 
growth; had this been the case, British India 
working under laissez-fain should havedone 
better than Japan, an interventionist state. 
Then he puts forward his explanation, in 
terms of distributional coalitions working 
differently in these two countries, without 
elaborating on this highly important point. 

One wonders what kind of distributional 
coalition could have constrained India's 
growth despite free trade? Obviously, the 
organised workers - the whipping boy of 
NPE - cannot be the explanation; their 
number was small and their organisation had 
limited influence. Nor could it be the 
peasantry, which was, on the whole, passive, 
but for some struggles here and there. The 
three main ‘distributional coalitions’, in the 
Oisonian sense, in those days were - the 
British industrialists and planters, the 
landlords - an ally of the colonial rulers, and 
the newly emerging indigenous capitalist 
class. The conflict was mainly between the 
first and the third, and it was at the latter’s 
insistence, after the first world war, that 
some protection was given to Indian 
industrialists, prompted also by the 
compulsion of the British government to 
develop some defence capability within India 
in the event of another world war. As the 
history of the period shows, the Indian 
capitalists were not competing with their 
British competitors in a level playing field. 
The entire administration, culture of the raj 
and th* overall political environment made 
it extremely difficult for the indigenous 
interests to thrive. Nor were the British 
industrialists interested in building industries 
in India. The colonial market was a captive 
one for the British trumufacturers, while raw 
materialsfrom the colonies supplied the needs 
of the British industry. 

Nor is this true to say that entrepreneurs 
from all over the world were free to buy and 
sell, but for some favouritism for the British 
firms [Olson:79). The world in those days 
was run on the basis of some mutual 
understanding among the imperial powers; 
the primacy of a colonial power in its colonies 
was recognised. 'The British goods were not 
easy to sell in Dutch-held Indonesia, while 
Royal Dutch Oil Company could get entry 
into the Indian market only after merging 
with the British-owned Shell Transport and 
Trading Company. Laissez-faire mainly 
applied to theoperationofBiitish companies, 
and the public sector was largely absent, but 
it was not easy for a non-British foreign 
company to gain access to the Indian market. 

Such explanations, for limited indus¬ 
trialisation and development during the 
British rule despite a formal proclamation 
of free trade, do not find place in NPE. Nor 


does Olson find space to examine the 
‘distributional coalitions’ in Japan - like 
‘zaibatsus’, the giant industrial conglomerates 
or their rural counterparts - and then to show 
that their action was less distorting and 
damaging for growth than of those in India. 
In his study Olson favours simpler 
explanations - parsimonious and having 
power - that explain a large number of 
phenomena (Olson: 13-14), but still, in this 
case, he does not go for the one that is the 
simplest and amenable to generalisation for 
all countries subjected to colonial rule- that 
Japan thrived bwause it was independent, 
had the power to take autonomous decisions 
and to experiment with a variety of ventures, 
while India was under the thumb of the 
colonial masters and had few options of 
trade, production and development. 

Similarly, the theory lacks social 
dimension. NPE’s attitude on this is probably 
summed up in an interesting one-liner from 
Olson; “The best macroeconomic policy is 
a good microeconomic policy” [Olson: 233). 
Micro rules over macro. One can contrast 
this with the approach of the classical 
economists, from Adam Smith, whose 
concept of the ‘invisible hand’ of the market 
occupies such an important position in NPE 
theory, to Ricardo and Marx among others. 
Like NPE school they too were interested 
in the way the national product was divided, 
but they dealt, not with payments to 'factors' 
or ‘inputs’, but to ‘social classes’ such as 
landlords, capitalists and workers, and their 
shares in terms of rent, interest and wage, 
respectively. 

Like colonialism, social and institutional 
factors are conspicuous by their absence in 
most of the NPE literature. Landlordism or 
usury are not examined as senous constraints 
to growth. Land reform does not figure in 
their agenda; excepting as a way of making 
structural adjustment somewhat le.ss painful 
in some cases. Recording of tenancy rights 
appears only as a part of the process of 
privatisation of natural resources, not for 
bringing security to cultivators or to reduce 
the oppressive monopoly power of the local 
gentry. The institutional constraints to grow! h 
are not taken as relevant, nor even the factors 
that limit the role ol money and market. 
Issues like poverty, disparity or 
ur.cmploy ment are not considered as resulting 
from some structural constraints, as if the 
magic wand of market and price can produce 
anything that is needed. Such a view ignores 
the obvious, that markets can not function 
without institutions. 

Issue of Resource Aluxtation and 
Avoidance of Distortions 

The main objective of NPE is to achieve 
Pareto o|Aimality. The conditions for Pareto 
optimality, arc as follows: 

(a) fordiffeient commodities, die marginal 
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rates of transformation in production are 
equal to their marginal rates of substitution 
in consumption; 

(b) for any two factors the marginal rates 
of substitution between them are the same 
in all industries in which they are used; and 

(c) for any two commodities, the marginal 
rates of substitution between them are the 
same fur all individuals consuming both 
goods. 

In case of internationally traded goods one 
can add another condition: that their marginal 
rates of transformation through foreign trade 
are equal to their marginal rates of 
transformation in domestic trade, and both 
are also equal to their marginal rates of 
substitution in domestic consumption. 

These stringent conditions are not known 
to have worked anywhere in the world, for 
any pair of commodities or factors. They 
work in a world with perfect information, 
constant or increasing returns to scale and 
without externalities; the theory of welfare 
economics provides no guidance as to what 
happens when such conditions are only 
partially met [Mosley et al 1991: p 92]. One 
can look upon Pareto optimality conditions 
ns useful abstractions from reality because 
they set bounds within which a certain 
economic situation can be assessed. But in 
a world with some distortions, it does not 
logically follow that one should try to make 
these conditions hold as much as possible. 
Distortions have their own logic and may 
only be rectified with other distortions in 
opposite direction, and nut by conforming 
to optimality in all but those areas affected 
by distortion 

When driving in London one expects every 
dnver to conform to rules, e g, looking at 
the mirrors and giving signals before 
changing direction, not driving on the wrong 
side, not overtaking the car in front from the 
left, and so on. For a driver, not to conform 
to these rules there is always a serious risk 
of getting involved in a multiple car crash, 
as the other drivers expect him to obey the 
rules. But i* is a different matter for someone 
trained in driving in London to follow 
Ivondon driving norms in Calcutta, where, 
despite a formal similarity in norms between 
the two cities, the operation rule is not to 
obey any rule, where mirrors are irrelevant 
and where the only motto of driving is: “look 
ahead, cars behind you will take care of 
themselves”. 

If all distortions can be removed, we are 
in an ideal situation. Removing some and 
leaving others in place will not produce even 
a second be.st solution, even if all but a few 
distortions have been removed [Toye 
1995:71 ]. In such a situation a search for the 
best can be only at the cost of the good and 
optimum can become an obstacle to 
improvement [Streeten:179]. 

A country, operating in a world plagued 


with trade distortion, with scarce foreign 
exchange, and private and social costs not 
aligned, and with rampant ‘private rent- 
seeking’ in an Amsdenian sense in vogue in 
the internal market, cannot afford “the luxury 
of an unregulated transfer mechanism” 
[Taylor:44-451. As our reference to ‘private 
rent-seeking’ indicates, not all distortions 
are due to the government. However, there 
is a tendency in the NPE literature to make 
the assertion not backed by arguments or 
facts, that ‘government failures’ are more 
serious than ‘market failures’ [Taylor:40]. 
Further, as an UNCTAD study of four 
countries - Egypt, Tunisia, Morocco, and 
Turkey - countries that have been following 
liberalisation since the mid-1970s - shows, 
liberalisation alone does not succeed in 
rooting out rent-seeking. It cannot as long 
as the state collects taxes, regulates urban 
land use, spends money by using contractors, 
and sets priorities. If it is controlled in some 
areas, new areas of rent-seeking are opened 
up, e g, the privatisation deals, fictitious 
exports, etc |Boratav:10]. 

IV 

NEP and Development Economics 

We have already noted that a major 
shortcoming of NEP is its failure to 
comprehend the importance of institutional 
factors, and of distribution and participation 
to make development work. Implicit in NPE 
is the belief that growth alone takes care of 
other problems, such as di.stribution. The 
possibility that maldistribution and absence 
of popular participation in the development 
process can inhibit growth itself is not treated 
by NPE as worth considering. Nor does it 
accept that market and prices may not work 
in the institutional context of the less 
developed countries. 

These, in addition to a lack of sense of 
history, makes it difficult for NPE to 
comprehend factors that gave birth to the 
devek pment economics of the 1950s, and 
sustained it until the end of the 1970s. The 
main theoretical issue confronting the 
development economists was whether the 
same economic prescriptions were valid for 
both developed and less developed countries. 
Leaving aside a Peter Bauer here and a Harry 
Johnson there, the consensus among the 
economists in this field favoured a separate 
policy pt' kage that took into account the 
institutional and social handicaps of the 
backward countries. Exclusive reliance on 
market and price signals was not considered 
viable as these countries lacked developed 
market structures and accompanying 
institutions. 

Some asked, pointing to a low level of 
monetisation of the economy, how price 
signals alone could bring abtiut the desirable 
allocation of resources. The importance of 


prices in resource allocation was not disputed. 
'The argument was that price alone would not 
work without a proper institutional 
infrastructure. A whole range of bottlenecks, 
constraints or obstacles were mentioned that 
were hindering market functioning, some of 
them sociological or historical in orientation. 
It was admitted that, given the right 
opportunities, a farmer would show price- 
responsiveness in choosing cropping pattern, 
a la Schultz, but would landlordism, 
widespread usury, or his societal framework 
allow him to make the appropriate response? 
No one denied that even the most backward 
peasants would pick up their bags, and move 
across the border and seven seas, in search 
of better earning opportunities - but how a 
Bhojpuri rural folk was to know of a country 
call^ Guyana and its immense opportunities 
until this important piece of information was 
passed on to him, and his transport cost was 
paid in advance by a sirdar, a recruiting agent 
representing a sugar plantation in the 
Caribbean? 

Under colonial rule land, labour, credit 
and commodity markets began developing, 
replacing the feudal orprc-feudal production 
relations, but only up to a point. Private 
property in land allowed large foreign-owned 
plantations to be establi.shcd. The creation 
of a labour market enabled the colonial regime 
to procure workers for their mines or 
plantations from distant areas. The 
commodity market allowed products of their 
industries to be sold to the captive colonial 
markets. Credit market was only partially 
developed, to allow the foreign firms to 
function. Rail and road networks radiated 
from colonial ports, many of which latter 
became metropolis, for facilitating theimport 
of goods from the industries of (he ruling 
country and the export of raw materials out 
of the country to feed the latter’s industries; 
otherwise communications remained poor 
Commodity marketing boards in export crops 
met the consumption and industrial needs of 
the ruling country. Over the ruins of the old 
industries and urban centres was built a new 
urban-industrial-agriculturai pattern that 
furthered colonial interests. Indigenous 
capitalist development was not permitted in 
the colonised market. 

It was against this background that the 
newly independent countries began their 
journey towards industrialisation and 
development. Poor in capital, skill and 
management experience, in income and 
education and with a large, grossly 
underutilised labour force, many of these 
countries were rich with land, forest and 
mineral resources. But who would harness 
those for the country's interest? The richer 
classes were either parasitic landlords or 
traders interested in immediate return. 
Business and industrial classes were either 
absent or weak and small, without neces.sary 
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skill and resources or risk-bearing capacity, 
with no capability to take on the multinational 
companies in a competition. In this situation, 
the newly elected governments had two 
options: one, to become a client state of the 
erstwhile colonial country and play a 
comprador role, and two, to chalk out a path 
of autonomous indigenous capitalist 
development. The vast majority of the 
countries chose the first option, opened up 
their economy to MNCs for exploiting their 
mines and plantations, but some, mainly 
bigger among those with large internal 
markets and a wide natural resource base, 
like India or Brazil, opted for the second. 

In these countries the role of the state was 
to remove various institutional bottlenecks 
and to lead development. Their leaders, like 
Nehru, Nasser, Nyrere or Sukarno, were not 
in the business of making money out of rent- 
seekers . They had a dream which went 
beyond their own self-interest, unless sense 
of self-satisfaction for doing a good job was 
also counted as self-interest - that was to 
make indigenous capitalism flourish. The 
state undertook activities their na.sccnt 
capitalists wanted but were unwilling to 
undertake on their own account - mainly 
setting up capital- and knowledge-intensive 
industries with long gestation periods and 
protecting those from foreign competitors. 
Whereas industries evolved over centuries 
in the developed countnes and the economy 
grew slowly, these lute-comers sought to 
bridge the gap between thcm.sclves and the 
former rapidly, within a generation or two, 
with a high growth rale. 

Thu main task of development economics 
was to make that dream feasible. Issues 
discussed were: how to transform the vicious 
circle of poverty, low growth and 
underutilisation of manpower into a virtuous 
one: how not to let .scarce skill, management, 
capital and other resources dissipate without 
trace; how to fbcus on a few, selected, areas 
of growth and give a big push; how, with 
a given capital-output ratio, to mobilise 
necessary capital to produce a certain pre¬ 
determined growth rate; how to transfer 
largely underutilised surplus rural labour to 
industries and urban areas and promote 
industrialisation; what critical minimum 
effort was needed to scale some thresholds; 
how to evade the negative implications of 
cumulative causation and convert those into 
positive ones; how to promote 
industrialisation around growth poles with 
interrelated industries by way of forward and 
backward linkages and then make theirspread 
effects stronger than backwash effects in the 
hinterland? Only the state was capable of 
responding to those issues, or of 
operationalising, planning and implementing 
those. The indigenous capitalists were not 
capable, the MNCs were not wanted, the 
international agencies like World Bank did 


not wish the less developed countries to 
squander their resources on industrialisation 
when they could get what they wanted 
(provided they could pay for it) through 
trade. 

There can be endless arguments as to 
whether the alternative ofleavingeverything 
to the market would have been better for 
those countries. History cannot be recreated. 
No one can claim that public enterprises in 
action there were models of efficiency, or 
even remotely resembled those in the east 
Asia ''n those terms, but was the private 
sector any better? Indeed, a part of the reason 
why the public sector expanded and made 
losses was because many of the failed private 
sector units were pass^ on to the former. 
Comparing the like with the like, for instance, 
the balance sheet of the entire public sector 
with that of the entire private sector including 
both the efficient units and those which were 
sick or closed down, would probably leave 
the matter inconclusive, or even in favour 
of the public sector. As admitted by a major 
World Bank document; "The key factor 
determining the efficiency of an enterprise 
is not whether it is publicly or privately 
owned, how it is managed” [World Bank 
1983:50]. It adds, once barriers to entry - 
which can be created by the state, or by the 
monopolists or oligopolists - have been 
removed, there can be no a priori presumption 
as to whether better management will be 
found in public or private sector. Lessons 
from the market-friendly countries where 
public sector units maintain a low profile, 
the vast majority including India’s neighbours 
such as Pakistan or Bangladesh or Central 
American republics, are anything but 
inspiring. At least countries like India, Brazil, 
Argentine, or Egypt, pursuing import 
substitution, have managed to build some 
industries and have achieved self-sufficiency 
in quite a few, something that cannot be said 
about those following laissez-faire. 

Perhaps these economies could have done 
better but for two types of problems they 
faced. First, was (he perennial problem of 
capitalist development in a semi-feudal set 
up with a strong feudal presence in politics 
and society. The dichotomy between the 
rhetoric of land reform and its non¬ 
implementation reflected the dependence of 
the political elite on these feudal elements, 
without whose support elections could not 
be won in a parliamentary system. Even the 
authoritarian regimes could only ignore their 
importance in civil service and army at their 
peril. In India the highly influential Second 
Five-year Plan put heavy industries on the 
agenda, but not land reform. However, this 
veiy import component of development is 
conspicuous by its absence in the World 
Bank scheme of things [See comments of 
John Williamson in Coibo et al (eds):21]. 
As a consequence, agriculture was not 


modernised and not enough of agricultural 
surpluses were available for sustaining the 
working non-agricultural population or for 
exports. Most of these less developed 
countries even failed to produce enough food 
for their population, and, paradoxically, 
became dependent on the most industrialised 
countries - such as US or European 
Community - for food. 

The second was the other perennial 
problem, their relationship with the world 
capitalist system. Their quest for independent 
capitalist development brought them in 
conflict with the west, and made some of 
them dependent on the Soviet Union for 
building industries, including armament 
industries, under public ownership, for non- 
traditional exports and imports and for 
technology. Yet, despite this and their 
occasional socialist rhetoric, they strove to 
build a society that was closer to the west. 
In case of India, in the latter years, priorities 
in industrialisation shifted to consumer 
durables for the rich and middle classes, a 
small proportion of the population, but still 
a very large number in absolute terms; S per 
cent of India’s better off population being 
nearly as large as the population of UK or 
France, large enough to make industries 
producing fridges, washing machines, 
televisions and VCRs viable. Industries, 
responding to priep incentives, produced for 
the privileged minority with purchasing 
power, and not goods for mass consumption 
for the 95 per cent. Slogans such as 
‘redistribution with growth’ proliferated in 
a situation of low growth and widening 
income and wealth disparity, in India, Egypt. 
Indonesia. Brazil and elsewhere. In the 
ultimate analysis, dependence on the west 
prevailed over conflict in the relationship. 

At the same time, the east Asian experience 
conclusively proves the hollowness of a 
particular subset of Marxists: the dependency 
school. The latter, mainly inspired by the 
works of Samir Amin and Andre Gundar 
Frank, attempted to explain every policy in 
a less developed country in terms of the 
global capitalist system and its interests. 
Writing in the 1970.s, when the world marke'. 
was not as integrated as it is today, they 
treated all governments in less development 
countries as alike, as ‘compradors’ and as 
sut icrvient to world capitalism, irrespective 
of their levels and patterns of development. 
What the experience of east Asia underlines 
is that, even the politically and militarily 
most subservient and economically most 
integrated regimes are not devoid of 
nationalist aspirations and the capability to 
seize the opportunity, when it comes, for 
indigenous capitalist development [ Amsden 
1988:143]. 

While a detailed examination of the east 
Asian development experience is beyond the 
scope of this paper, let us briefly refer to 
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some of the observations contained in the 
recent World Bank study on east Asian 
Miracle, which stand in contrast with the 
NPE and the World Bank sposored structural 
adjustment package. On the issue of state 
intervention in the economy of these countries 
the document states; “In most of these 
economies, in one form or another, the 
government intervened - systematically and 
through multiple channels - to foster 
development, and in some cases the 
development of specific industries. Policy 
interventions took many foims: targeting 
and subsidising credit to selected industries, 
keeping deposit rates low and maintaining 
ceilings on borrowing rates to increase profit 
and retained earnings, protecting domestic 
import substitutes, subsidising declining 
industries, establishing and financially 
supporting government banks, making public 
investments in applied research, establishing 
firm-and industry-specific export targets, 
developing export marketing institutions, and 
sharing information widely between public 
and private sectors. Some industries were 
promoted, while others were not” [World 
Bank 1993:5-6]. 

This study also agrees that not only the 
state was interventionist, such intervention 
ineconomic matters had not inhibited growth 
and had. indeed led to “higher and more 
equal growth than otherwise would have 
occurred”, though “these interventions violate 
the dictum of establishing for the private 
sectora level playing field" [ibid; 6]. Further, 
in some other parts of the study, it admits 
that the neo-classical paradigm is too rigid, 
while the east Asians managed a high level 
of accumulation, efficient allocation and rapid 
technological catch-up by a judicious and 
flexible mix of state-led and market-led 
policies, [ibid: 10] In another part the study 
admits that there are multiple paths to growth, 
and the ability of these east Asian countries 
in trying out purposeful but varying mixes 
of policies and instruments has been a major 
explanation of their success. [ibid:87]. All 
these would come to those familiar with the 
Fund-Bank publications and theology as a 
big. perhaps also a pleasant, surprise. 
However, consistency is not a virtue of the 
Bretton Woods Institution; the implications 
of these comments for the structural 
adjustment package itself has never been 
studied, and probably will never be. 

V 

The Marxist Perspectives 

A number of scholars have pointed to a 
formal resemblance of some aspects of NPE, 
to Marxi.st analysis the state, though the 
overall thrust of its conclusions is anti- 
Marxist. For instance, like Marxists, NPE 
disagrees with the view that the state is 
benevolent or impartial. Both agree that the 
most important attribute of state is its power 


of coercion; the latter is described in NPE 
as legt.l monopoly of use of violence, though 
carry more or less the same meaning. Such 
coercive power is used to promote the mling 
class in the Marxist framework and some 
interest groups favoured by the state in NPE. 
The ruling class or interest group with 
influence operate, with state .support, for 
their own interest, and not for the welfare 
of the population as a whole. Both agree that 
individual welfare does not add up to .social 
welfare, and in both mling class or dominant 
group interest act negatively on social 
welfare. Both agree that the richer sections 
arc more aware of their interests than the 
poorer ones, and, being smaller, they are 
more cohesive and active in promoting and 
protecting their interests. 

In both, some variations of the main theme 
suggest the possibility of an autonomous 
state, independent of the classes (or interest 
groups) in certain situations. In case of the 
Marxi <ts this can happen if the major classes 
have locked horns with no clear winners in 
a transitory phase, e g, as it happened in 
France in the l8S0s and 1860s, with landed 
gentry and the emerging capitalist class 
engaged in a major battle for capturing 
political power. In case of NPE, this can 
happen more regularly, under authoritarian 
regimes, with no section of the population 
sufficiently organised to pose a threat to its 
continuation. There is even a touch of 
dialectics in the conclusion that economic 
liberalism, to succeed, needs its opposite in 
politics, authoritarianism. Or even in the fact 
that, though using Marxist jargons and 
methods quite generously, they reach just the 
opposite conclusions. It is almost like what 
Marx did with Hegel, turning Hegelian 
dialectics on its head and deriving opposite 
conclu.sions . 

Both the schools talk about the need for 
‘stmet iral change', though they mean entirely 
different things by that expression. In the 
NPE scheme of things land reform and 
forcible take over large firms under state 
control would be out of the question. 
Stmctural reform, in the NPE sense, despite 
the word stmeture, is geared to create an 
incentive stmeture that is conductive to 
production and is responsive to market 
.signals. Financial, fiscal, and public enterprise 
reform, along with changes in trade, industry 
and agricultural policies, as covered by the 
usual stm tural adjustment packages, are the 
sorts of things meant to be covered by the 
term ‘stmeture’ under NPE. Some of the 
NPE protagonists even talk of ‘revolution’ 
as a means of getting rid of rent seekers, with 
other rcHites out of a society seething in rent- 
seeking closed. 

Obviously, there are many qualitative 
differences. To start with, Marxists will never 
agree "'ith the basic premise, that self-interest 
is the driving force of human behaviour. 


They would take the view that, if a person 
is self-inteiested in a class society, that is 
precisely because otherwise he would not 
survive. But, even in a class society, alongside 
private incentives, people do respond to social 
incenti ves in many .situations. Otherwise there 
would have been no stmggles or change. A 
.socialist society is also a class society and 
IS not free from .selfishness, greed, jealously, 
and other vices of a class society, having 
been born in the womb of a capitalist society. 
But the success of a socialist regime would 
lie in transforming popular attitude and 
outlook, in making them respond increa¬ 
singly to social incentive. As the state takes 
care of livelihood, education, health, shelter 
and other basic requirements of life, there 
would be increasingly less need for 
selfishness. Why the Soviet Union failed to 
live up to that expectation is a important 
question but to discuss this will take us 
beyond this paper. 

The Marxist concept of ‘class' is a social 
category, while the NPE definition of ‘interest 
group' is a generalised one, withoverlapping 
membership. According to the rigorous 
definition of ‘class’ given by l^enin, a class 
is understocxl with reference to its location 
in the mode of production and in the 
distribution of .surplus. ‘Class’ is al.so a way 
of life and a group of people identifiable by 
their dress, attitude, beliefs, morals and 
values. One can recognise a ‘worker’ 
distinctly from a ‘peasant’ ora factory owner. 
‘Interest groups’ of NPE arc not so distinct 
or easily identifiable, nor do they depict a 
particular way of life. The only thing that 
brings together people in a special interest 
group, according to NPE, is to attain a 
common aim. WhilcMarx tookakeen interest 
in rent, his concept was land-based. The NPE 
concept of rent is of a more generalised kind, 
as the excess of receipt over opportunity cost 
for the employment of a resource. Rent- 
seeking, as understood by NPE, has no 
parallel in Marxist theory, except in the sense 
of the trend towards ‘commodification’ of 
everything in a capitalist society. 

Perhaps the biggest difference lies in the 
treatment of the working class. To NPE 
protagonists, from Olson onwards, trade 
unions of organised workers are responsible 
for most of the economic ills; for keeping 
the wages, and hence costs of production, 
high; for theirdownwardinfiexibility thereby 
not allowing the market to be cleared, and 
for disparities between themselves and the 
unorganised workers and peasants. The 
Marxists, in contrast, look upon the working 
class as one with the highest revolutionary 
potential, under whose leadership class 
struggle will be fought in a capitalist society. 
While NPE will welcome a fall in the share 
of wages in national income and rate of 
growth of wages that lags behind labour 
productivity increase, to makeroom for profit 
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and capital accumulation, the Marxists will 
be worried with the tendency for the share 
of wages to fall in a capitalist society with 
increasein the organic composition of capital. 

VI 

The Missing Link: Role of BWIs 
inNPE 

While not spoken of in the NPE literature, 
implicit in most of the discussion and 
tormulations of the NPE is the pivotal role 
of the international agencies such as World 
Bank and IMF in the economics and politics 
of the less-developed countries. As the 
'universal guardian of the rational-legal 
order’, they lurk somewhere in the shades 
[Findlay: 19]. Some times they prefer not to 
be loo conspicuous, lest this be resisted openly 
or by way of subterfuges [ibid: 191. Norwould 
they like to be too closely identified with 
the government, as that might become a 
politically sensitive issue, erode the credi¬ 
bility of the adjustment programme and 
make the govcrnineni concerned vulner¬ 
able to accusations of subservience to the 
west. 

Their role is partly fulfilled through 
indigenous bureaucrats and technocrats 
trained by and/or having worked with World 
Bank at sonic stage in their career, who arc 
now in charge of implementing strucutural 
adjustment programmes. It is more directly 
fulfilled by way of conditionalities that force 
the state to withdraw from the market and 
to refrain Irom what the World Bank sees 
usdistortingactiviiics. In this way the outside 
agencies help to prop up those in favour of 
the desired policies so that they can take 
decisions independent of rent-seeking interest 
groups. These two international agencies arc 
seen as a major determinant of the success 
of a government in neutralising rent-seeking 
wasteful activities. By coaxing, cajoling, 
brow-beating and threatening, and in 
numerous other ways they can mould the 
opinion of the political leaders and their 
bureaucrats towards wha' the Bretton Woods 
institutions would consider are desirable 
policies. As Grindle puts it: “Commitment 
to stabilisatton on the part of the top political 
leaders is indeed crucial. But the commitment 
itself is a variable on which outside agencies 
can have some influence" (Italics mine) 
[Grindle:84J. 

Nelson admits that IMF and World Bank 
“play more direct role in evolving economic 
policy, through their programmes of training 
and technical assistance and through policy 
dialogues”. She con.siders this as positive 
and useful and urges dialogue with a broader 
group of officials to allay 'misgivings' as 
also to help with designing and implementing 
adjustment programmes [Nelson:98]. Little 
et al argue that external agencies, such as 
US AID, US government and World Bank, 
play influential roles ‘by holding out carrots 


and sticks’, or through foreign experts, e g, 
the Berkeley Mafia in Indonesia or the 
Chicago boys in po.st-Allende Chile [Little 
ct al 1993:386-187]. 

Within these institutions two types of 
approaches towards less developed countries 
are discernible regarding their own role in 
the implementation of structural adjustment. 
The tougher approach recommends release 
of loan in tranches conditional on the 
fulfilr’ent of a set of performance criteria, 
and withdrawal or postponement of funding 
in case of non-compliance [Mosley et al 
1991:45]. The lenient view, shared by Nelson 
among others, is to discard such minimum 
level support and short leash in favour of 
assistance on a generous scale, so that 
institutions can be built for sustaining 
adjustment over a longer term. However, 
both approaches share a common view that 
the level and management of aid should be 
such as to retain pressure on the government, 
since otherwise things would not move, 
though the second approach would not favour 
putting prc.ssure to such an extent that it 
leaves the government with little room for 
manoeuvre vis-a-vix internal political 
opposition. They argue that the support should 
be on an optimal level, above which painful 
correctives would not be undertaken, and 
below which political nsks would “look too 
high c' economic gains too low to warrant 
a .serious stabilisation attempt”. External 
assistance should be seen as an insurance for 
the lulfiimcnt of conditionalities. According 
to this view, IMF should be responsive to 
the difficulties facing a government fol lowing 
a changed exogenous condition, but notes 
with dismay that often in those situations 
IMF docs just the opposite: it calls for more 
austerity [Nelson: 122-23]. 

Grindle argues that such pressure tocomply 
with adjustment requirements might come 
in conflict with the other pressure on them: 
to respond todiverse interests and to mediate 
over societal conflicts. The open compliance 
with the former might erode the legitimacy 
of a government thgt is essential to handle 
the pressures of the second type. Further, 
austerity budgets might also impair the 
administrative capacity of these states. In 
many such cases the governments concerned 
might not be willing or capable of sustaining 
structural adjustment in the face of such 
internal opposition. However, as some argue, 
the decline in the administrative capacity of 
the state, in this situation, while leading to 
popular disaffection in many cases, might 
not be necessarily bad - it might also help 
rcvitali.se the civil society and thcautonomous 
functioning of voluntary groups [Grindle 
1996: 180-83]. 

All thc.se views - whether tough or lenient, 
and emanating from those who are on the 
whole on the side of structural adjustment 
-confirm the overriding role of the Bretton 


Woods institutions in the formulation as well 
as implementation of structural adjustment. 
These also clarify why the NPE protagonists 
contended that structural adjustment was 
feasible despite the tendency towards rent- 
seeking among the less developed country 's 
leaders. The Bretton Woods institutions were 
expected to work on them and to put them 
in their places. They were the ‘invisible 
hands’ that would make structural adju.stmcnt 
work by alternating bullying with good 
counselling. They were the ones to force 
political commitment for adjustment out of 
those reluctant leaders and then to force them 
again to own it as their own, independently 
thought out programme [Killick 1993.1091 

VII 

Conclusions 

Without repeating what has already been 
said above - that the new political economy 
of development is internally inconsistent, 
ahistorical, is oriented towards justifying 
market-centred economic policies under 
authoritarian regimes, is dependent on the 
rich world institutions for its success and 
ignores theimportanceof institutional factors 
in the development process - let us admit 
that its analysis of ‘rcnt-.seckirig behaviour’ 
has a certain relevance to contemporary less 
developed country political economy. 
Further, though ‘rc;nt-seeking’ in a formal 
sense was nut u.scd, ‘licence-permit raj' has 
been an integral part of the Indian political 
vocabulary for many years now. And both 
expressions more or less mean the same 
thing. What ‘rent-seeking’ can do to a polity 
is amply illustrated by the Indian cxjieriencc 
over the past five years. But, paradoxically, 
this also contradicts thcNPRclaim regarding 
the virtue of an open economy; the era of 
sleaze and scam in India coincides with the 
era of structural adjustment, disinaniling of 
controls, privatisation and integration with 
the global cionomy. 

There can be no return to ‘liccncc-pcrmit 
raj’ now, nor should there bean iiidi.scriminate 
dismantling of controls and removal of all 
entry barriers. As the cast Asian experience 
shi'ws, an interventionist state can provide 
the ncce.s.sary leadership to private sector 
for building inde|x;ndcnt indigenous capita¬ 
lism, by keeping foreign predators out and 
by \ ay of a variety of subsidies, directions 
and concessions that violate structural 
adjustment norms. 
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The Agrarian Myth, the ‘New’ Populism 
and the ‘New’ Right 

Tom Brass 

It is argued here that the ‘new’ populism and the ‘new’ right, both of which emerged after the 1960s and 
consolidated during the 1990s, are structured discursively by the agrarian myth, and with it the reaffirmation 
of peasant essentialism. Whereas the earlier variants of the ‘new’ populism associated with the views of Marcuse 
and Fanon, expressed fears about alienation involving the estrangement from an ‘authentic ’ peasant selfhood, 
in the third-worldist discourse which the more recent and postmodern variants of the ‘new’ populism share with 
‘new’ right, this innate ‘peasant-ness’ is represented ideologically as the recuperation of a cultural ‘otherness’/ 
’difference’ that can now be celebrated. Alienation thus metamorphoses into its ‘other’, ‘peasant-ness’-as- 
empowerment. 


NOTING the way in which the agrarian 
myth has emerged and re-emerged over the 
past century in ideology shared by populism 
and the political right, the focus of this article 
IS on the concept of an innate ‘peasant-ness’ 
which informs the cultural identity of 
'otherness’/‘diffcrence' that lies at thecentre 
ot recent and current variantsof thisdiscourse. 
Notwithstanding the variety in contextually- 
specific discursive forms {Nohonshugi, 
‘Mcrrie England’, volksgemeinschaft, 
narodnism), both the populism of the 1890s 
and thepopulism/nationalism/fascism which 
emerged in Europe, America and Asia during 
the 1920s and 1930s (= the ‘old’ right) were 
all informed by the agrarian myth.' 

The latter re-emerged towards the end of 
the 1960s, in what might be termed the ‘new’ 
populism of Fanon, Marcuse and Foucault. 
It IS argued here that the peasant es.sentialism 
structuring the agrarian myth has been 
consolidated during the 1990s in a discourse 
about the cultural ‘otherness’/'difference’ of 
the so-called third world. In a development 
which ought to generate more concern and 
attention that it does, this discourse is one 
which the more recent and postmodern 
variants of the ‘new’ populism (ecofeminism, 
new social movement', ‘the subaltern’, 
‘everyday-forms-of-resistance’. ‘post- 
colonialism’, ‘post-Marxism’ and ‘post¬ 
capitalism’) share not just with the ‘new’ 
right but also in many instances with its 
counterpart from the 1920s and 1930s.^ 

The more recent versions of the ‘new’ 
populist agrarian myth are characterised by 
two important transformations: on the one 
hand revolutionary agency passes from the 
proletariat to the peasantry, and then ceases 
even forthelatter; and ontheother, ‘peasant- 
ness’-as-alienation metamorphoses into its 
’other’, ‘peasant-ness’ -as-empowerment. 
Accordingly, the discourse-against of 
Marcuse and Fanon is characterised by the 
domination of non-materialist concepts of 
‘alienation’ which, unlike the specifically 
materialist concept of alienation that 
•structuies Marxism, are also shared by those 


on the ‘new’ political right. Whereas the 
prefiguring discourse of both the ‘old’ right 
and ‘new’ populists such as Fanon and 
Marcuse identifies the ‘estrangement’ of the 
peasantry by capitalism as a problem, so that 
of the its more recent postmodern/post- 
colonial/post-capitalisra/’new’ right inheri¬ 
tors declare this estrangement to be at an 
end, a problem that has in effect been solved. 
Sorclian myth as a mobilising discourse has 
in process become a reality. 

Two points should be made clear at the 
outset about the conceptualisation of 
populism adhered to in this presentation. 
First, populism is theorised here as essentially 
a mobilising ideology, operating at the level 
of consciou.sness where it serves to deflect 
discourse from class to non-class identity; 
the importance of this aspect of populism is 
evident from the many texts which label it 
as rhi.oric, or a class consciousness dis¬ 
placing discourse-about.’ And second, unlike 
other texts which categorise variants of 
populism as compatible with the politics of 
either the left or the right, populism is asso¬ 
ciated here only with the political tight,'* In 
short, ‘new’ populism is not an autonomous 
thcory/practice that occasionally (and 
accidentally) overlaps with the largely 
unconnected theory/practice of the right; 
much rather it is the right, mobilising or 
mobilised politically.’ 

I 

Not Asking the (Agrarian) Question 

Generally speaking, populism is an ‘a- 
political ’/‘third-way ’ ideology that has a long 
history, and which projects itself in terms of 
a discourse-against that is simultaneously 
anti-capitalist and anti-sociali.st. In a variety 
of gui ss and forms, populism has emerged 
and re-emerged periodically as a reaction by 
(mainly, but not only) peasants and farmers 
to industrialisation, urbanisation and (again, 
mainly but not only) capitalist crisis; first in 
the 1890s, subsequently during the 1930s, 
yet again during the 1960s and now in the 


1990s.'' A potent form of ruralism with roots 
in romantic and conservative notions of an 
organic society, agrarian populism isYh many 
ways the mirror image of its ‘other’, Marxism 
(see Table). Historically, populism has 
proclaimed the necessity of an ‘above politics’ 
mobilisation on the basis of the agrarian 
myth, an essentialist ideology which in most 
contexts is defended with reference to the 
mutually reinforcing aspects of ‘peasant- 
ness’, national identity and culture.’ Among 
other things, this discourse has entailed a 
critique of industrialisation, urbanisation and 
modernity based on nostalgia fur a vanishing 
way-of-life, linked in turn to perceptions of 
an idyllic/harmonious/folkloric village 
existence as an unchanging/unchangeabic 
‘natural’ community and thus the repository 
of a similarly immutable national identity. 
Linked to the latter was the view of the 
countryside generally as the locus of myths/ 
legends, spiritual/sacred attributes, non¬ 
commercial values, and traditional virtue. 

Since it downgradcs/demes (he existence 
of class and accordingly esscntialiscs the 
peasantry, populism regards smallholding 
proprietors as socio-economicaily un¬ 
differentiated and thus casts them all in the 
role of ‘victims’, uniformly oppressed by 
large-scale institutions/monopoiies located 
in the urban .sector (the state, oig business 
and ‘foreign’ capital). As many Marxists 
have pointed out, the political anxiety that 
structures the discourse-agaiast of populism 
is an underlying fear of socialism rather than 
capitalism. For this reason, the populist 
discourse-against is directed not so much at 
capitalism per se as at its large-scale 
monopoly/f’foreign’) variant which gives 
rise to the very conditions that lead in turn 
to socialism. 

Like Marxism, populism also combines a 
pessimism about the present with anoptimism 
about the future. Unlike Marxism, however, 
populism fails to distinguish between a 
progressive/modem anti-capitalism which 
seeks to transcend bourgeois society, and a 
romantic anti- (or post-) modem form the 
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roots of which are located in agrarian nostalgia 
and reactionary visions of an innate ‘nature*. 
Accordingly, the pessimism which structures 
the discourse-against of populism in general 
and agrarian populism in particular generates 
an optimism which is not forwards-looking 
but much rather backwards-looking, and thus 
corresponds to an attempt to reinvent tradition 
in a way that has been (and continues to be) 
supportive of conservative, nationalist and 
even fascist ideology. 

Marcinality as Alienation 

The concept of alienation discharges a 
crucial role in the discourse of populism 
where, unlike Marxism for which alienation 
is a specifically materialist phenomenon 
linked to the reproduction of labour-power, 
it refers generally to a process of cultural 
marginality/estrangement and in particular 
to the impact of the latter on the peasantry 
(and through this on national identity).' The 
theoretical and political difficulty with 
alienation-as-estrangement-from-selfhood 
and concepts of marginality to which it 
gives rise is that de-objectification and re- 
subjectification can be either a materialist or 
an idealist project.” Accordingly, the very 
notionofbecoming/being-other-than-oneself 
is premissed on the existence of an innate 
‘selfhood* thatisa-historical and unchanging, 
a *naturai* identity from which the self has 
been estranged and hence transformed into 
something ‘alien’ (= ‘other*).'® Moreover, 
this definition of ‘selfhood* can extend from 
the individual through the group to the nation; 
the result is an all-encompassing concept of 
’estrangement* that includes not just the 
alienation of labour and its reification as 
commodity but also Rousseauesque/Words- 
worthian versions of conservative nationa¬ 
lism, varieties of ‘marginal’ ‘abnormal* 
identity declared rationally/socially ‘other* 
by Enlightenment discourse, and an 
‘authentic* national/ethnic/peasant identity 
declared culturally/spiritually ‘other* by 
colonialism. 

The potentially conservative political 
linkages between marginality/alienation/ 
estrangement on the one hand and 
Rousseauesquc/Wordsworthian versions of 
nationalism on the other are not difficult to 
discern. According to Rousseau, the origin 
of inequality lies in a debasement of human 
goodness, an instinctual behaviour from 
which humanity had become estranged/ 
alienated and which for him was to be found 
in its ‘natural* form in ‘Nature* itself. 'The 
object, therefore was to return to this 
‘natural*7‘piimitive* state which had been 
lost, and with it an innately democratic form 
of existence based on subsistence." Both 
this belief in and the necessity of recuperating 
the ‘natural* goodness of humanity was not 
merely shared by the romantic poet 
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Wordsworth, but formed the basis for his 
conservative theory of nationalism.'^ 

Like Rousseau, Wordsworth maintained 
that humanity was essentially ’good*, but 
that this ‘pure state* had now been io.st due 
to the imposition of an ‘artificial* (s ‘alien*/ 
alienating/alienated) existence based on 
hierarchy. To recover this lost state of 
‘goodness’, therefore, it was necessary to re¬ 
establish the context in which it thrived, 
when humanity was closer to Nature. Since 
the latter was also a context in which an 
equally pure form of ‘general will* (= absence 
of hierarchy) was exercised, this state of 
Nature for Wordsworth also constitutes the 
basis for the presence of an authentic and 
benign national identity. A consequence of 
recuperating this ‘natural* state, therefore, 
when a ‘naturally good* humanity exercised 
a political will that was equally ‘pure* and 
(hence) benign, would be to bring into being 
a ‘natural*, ‘viituous’ and thus ‘authentic* 
national spirit/identity. 

*010 importance of this specifically benign 
source/form of nationalism for conserva¬ 
tive theory is that it invites popular consent 
and thus confers legitimacy on action(s) 
exercised in its name." The same point 
about the tradition-invoking ideological 
role of ethnic and/or peasant marginality/ 
alienation/estrangement can be made with 
regard to the mobilising di.scourse not only 
of the ‘new* populism but also of the ’new* 
right. 


From Alienated to Empowered 
‘Otherness’ 

Although the subject of much debate, the 
’new* populism which re-emerged during 
the 19^ and has become entrenched during 
the 1990s encompasses - like its 1890s/ 
1920s/1930s counterpart - a number of 
recognisable characteristics. Generally 
speaking, therefore, it expresses antagonism 
towards the large-scale, and more especially 
towards politics, class, capitalism, socialism 
and the state; by contrast, it endorses the 
innate ‘peasant-ness* of the agrarian myth, 
the small-scale, and especially the idea of 
non-class-specific common interests (‘the 
masses’, ‘the people*) operating on the basis 
of grass roots/local initiatives." Antagonistic 
to Eurocentric metanarratives premissed on 
Enlightenment rationality and to Marxist 
theory/practice in particular, the romantic 
anti-capitalisir of the ‘new* populism 
influenced by postmodern theory endorses 
instead a process of ‘resistance’/’empower- 
ment* based on non-class identities that 
celebrate ‘diversity*, ‘difference* and 
’choice’." 

Such a project could be said to structure 
much recent social theory about the .so-called 
third world.'* Accordingly, the ‘new* 
populism is evident in the concept of an 
alienated/marginal ‘otherness* that informs 
the theory of Marcuse, Fanon and Foucault. 
It is also present, albeit with a radically 
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different meaning, in the tribal/peasant/ 
gender/ethnic/national ‘communities' 
implied in or disclosed by the many variants 
of postmodern theory: the discourse of 
ecofeminism, new social movements, ‘the 
subaltern’. ‘everyday-forms-of-resistance’, 
‘post-colonialism’, ‘post-marxism’ and 
‘post-capitalism’. Most of the latter 
contextualise empowerment within the 
domain of ‘popular culture’, a procedure 
which challenges the notion of passivity by 
recognising the voice and action of oppres^ 
historical categories (= ‘thosebelow’) usually 
perceived as mute and/or dominated. 
Recuperating a Rousscauesque notion of a 
‘general will’ in a state of Nature, ‘popular 
culture’ becomes identified with the voice- 
from-bclow and anything/everything 
associated with it can now be celebrated by 
postmodern ‘new’ populism as the embodi¬ 
ment of an authentically democratic 
expression.''' 

One telelogical effect of postmodern 
nominalism, whereby the meaning of 
language has no purchase on any existence 
outside of itself, is the naturalisation of 
‘culture’, a concept which consequently not 
only no longer needs to be problemati.scd 
politically but al.so (and thereby) becomes 
a substitute tor economic development.'" 
Implicitly conceding the arguments made by 
those on the political right, that there is now 
no longer a coherent al temati ve to capital ism, 
that the latter is consequently here to stay, 
and that further opposition to capital is 
accordingly pointless, much postmodern 
’new’ populist discourse now seeks to present 
the status quo in the best possible light.'" In 
order to ptit the best face on the existing 
situation, therefore, it is necessary for 
postmodern ‘new’ populists to redefine it: 
cultural identity becomes a substitute for 
economic identity, as a result of which a 
‘from below’ empowerment can be said to 
have already been accomplished. Insofar as 
all ‘those below' categories (lumpen- 
proletanans, tribals, peasants, women of any/ 
every ethnic/national identity) previously 
alienated/marginalised/estranged have 
succeeded in realising ‘selfhood’ within the 
domain of ‘popular culture', no further 
struggle is necessary. 

In the discourse of anti-Zpost-colonialism, 
alienation is linked conceptually to the 
experience of blackness, the definition of 
which whenxonstructed by (colonial) whites 
is not - cannot be - represented as an 
‘authentic’ experience. ForFanon, therefore, 
alienation corresponds to the experience of 
estrangement whereby the colonised is an 
‘alien’ in his/her own national environment.'” 
By regaining national autonomy in the act 
of violently displacing/expelling the ‘alien’ 
coloniser, the post-colonial subject realises 
a liberating selfhood: the act of decolonisation 
effected by a national liberation movement 


entails among other things the recuperation 
by the self of the respect which preened and 
was negated by the basic ‘otherness’ of 
alienation.'* 

Much the same applies to the categories 
of marginalised/estranged/’alienated’ 
subjectivity recuperated by post-modernism. 
Like Fanon and Marcuse, Foucault not only 
demonises the Eurocentric metanarrati ves of 
Enlightenment discourse but also romanti¬ 
cises marginality simply because of its 
‘otherness’. To the varieties of ‘selthood’ 
established by Enlightenment discourse 
(reason/rationality/science/knowledge = 
‘the normal’, ‘the social'), its related practices 
(gaxe/speech = rule/power) and sanctifying 
institutional effects (sanityAegality/hetero- 
sexuality/life), therefore, Foucault counter¬ 
poises de-centred ‘other’ forms of marginal 
‘selfhood’ (madness/criminality/homo¬ 
sexuality/death) which find their expres¬ 
sion not merely in a multiplicity of ‘othcr- 
nesses'/’marginality’ but ‘othernesses’/ 
‘marginality’ which arc also taboo (= ‘ab¬ 
normal’)." The latter are thus alienated by 
virtue of being discursively stigmatised as 
‘a-sociaf (= socially maiginal) and ac¬ 
cord! ngl y pol i tical ly/in.stitu tional ly excl uded 
from the realm of scientifically sanctioned 
(= ‘ rational ’) forms of social existence (=the 
‘normal’). 

Because he blames Enlightenment 
rationalism for inventing ‘normality’ and 
thus abnormality’, Foucault attacks the 
former in the namcof the latter. Theinvcntion 
of an ‘abnormality’ simultaneously licenses 
the creation of‘marginality’ and ‘alienation’, 
since the ‘non-normal’ is not merely 
consigned to the margins of ‘the social’ (and 
becomes thereby the ‘a-social’) but stig¬ 
matised as the ‘other’ that requires social 
regulation. In this process of camivalesque 
inversion, therefore, not only is the ‘normal’/ 
’abnormal’ distinction dissolved (itself an 
uncontentious procedure) but - more 
controversially - marxism is itself inculpa¬ 
ted as part of ‘scientistic’ and tainted En¬ 
lightenment discourse that constructed the 
opposition between ‘normality’ and 
‘abnormality’ in the first place.” Moreover, 
since it is considered by Enlightenment 
discourse as ‘irrational’ and thus its ‘other’, 
traditional folkloric memory - the em¬ 
bodiment of a ‘from-below’ discourse and 
the ce.itral emplacement of popular culture 
- is for Foucault part of this same category 
of ‘otherness’, and therefore belongs in the 
pantheon of stigmalised-to-hc-rccuperatcd 
voices.” 

In contrast to Marxism, which allocates 
society-transforming revolutionary agency 
to the working class, this same role in the 
‘new’ populism of Fanon, Marcuse and 
Foucault is discharged not by the proletariat 
but rather by marginal socio-economic 
elements that are similarly alienated from 


capitalism. For both Fanon and Marcuse, 
capitalism has succeeded in buying off its 
workers. The latter arc therefore dismissed 
as privileged, and hence no longer revolu¬ 
tionary. According to Fanon, It isthc colonies 
‘where a real struggle for freedom has taken 
place’, the inference being that class strug¬ 
gles in the metropolitan capitalist countries 
have either been non-existent or ‘unreal’.” 
Noting that support for political parties is 
urban, and composed not just of teachers, 
artisans and shopkeepers but also workers, 
all of whom ‘have begun to profit... from the 
colonial set-up’, Fanon concludes that 
workers in particular want no mure than 
wage increases and arc thus prepared to 
compromise with colonialism."' 

This view about the privileged and hence 
non-revolutionary nature of the urban 
industrial proletariat in metropolitan capitali.st 
contexts is in an important .sense confirmed 
by Marcuse." For the latter, as for Fanon, 
the western industrial proletariat has b""n 
co-opted by capitalism to the degree that it 
is no longer capable - and perhaps no lunger 
even willing - of realising its historical task 
of seif-emancipation by overthrowing (lie 
system in a revolutionary act.™ This j rovC^^ 
of working cla,ss incorporation (‘imroi- ■ "• 
of the subject by its master’) is .« N» ccusc 
a ‘repressive tolerance’ determined in part 
by the capacity of capital to generate .irtilieial 
(= ‘alienating’) needs; the resulting •• irking 
class consumerism is linked by Marcuse in 
turn to the technification of domination (a 
procedure not dissimilar to Foucault’s dis- 
coursc/techniques/practicc of power)." 
Indeed, in.sofar as the alienation that stems 
from the cultural alienation of the worker l= 
spiritual disenchantment with the existing) 
is not eradicabic, i t no w becomes a permanent 
obstacle to emancipation. Like Foucault’s 
‘power’, therefore. Marcuse’s ‘alienation’ 
appears to be innate and systemically non- 
transcendablc.’" 

In terms of .social compo-sition, (he element 
of ‘marginality’ covers a heterogeneous 
ensemble of 'othernesses’, extending from 
the alienated deskilled (students, intel¬ 
lectuals) in metropolitan capitalist contexts, 
through variants of the ‘abnormal’/a-social’ 
(criminals, prisoners, homosexuals, the 
insane) in both metropolitan and peripheral 
Capitalism, to the peasantry and lumpen- 
proleiartat in the so-called third world. 
Although Fanon accepts that peasants and 
a lumpen-proletariat composed of landless 
peasants arc reactionary, anti-modem, anti- 
urban in outlook, and counter-revolutionary 
in terms of action, for him the revolutionary 
potential of these alienated elements stems 
from the fact of their marginality.” Unlike 
the urban proletariat, neither the peasantry 
nor the lumpen-proletariat have been 
‘corrupted’ by colonialism; moreover, each 
retains its spontaneous revolutionary 
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tendencies that derive from its as-yet 
undiscarded background (= ‘peasant 
tradition’).'^ The ‘marginality* of Marcuse 
is a similarly all-embracing category 
composed of ‘the underprivileged’. Ac¬ 
cepting that the latter cuts across class 
boundaries, he nevertheless identifies it as 
revolutionary simply by virtue of it being 
‘the mass basis of the national liberation 
struggle against neo-colonialism in the third 
world’.” 

In terms of agency, the alienated/estranged/ 
marginal is perceived by much ‘new’ populist 
discourse to be the ‘natural’ locus of an 
equally ‘natural’ innate/spontaneous ‘resi¬ 
stance’ to capitalism. Hence, the peasantry 
is for Fanon ‘the only spontaneously 
revolutionary force’, while for Marcuse it is 
included among the ‘underprivileged’ 
sections in the third world that are the 
repository of a radical ‘pre-revolutionary’ 
political consciousness.” As with Fanon, 
therefore, the recognition by Marcuse of the 
non- or indeed the counter-revolutionary 
potential of declasse petit bourgeois elements 
or lumpen-proletariat does not prevent him 
from claiming that - simply on account of 
an ‘oppressed’ status-suchelementspossess 
an innate interest in challenging the capitalist 
system.” Again like Fanon. the potentially 
revolutionary character of this oppositional 
disposition is attributed by Marcuse to the 
fact that the lumpen-proletariat is imperfectly 
incorporated into capitalism. Moreover, both 
attribute an elemental/(non-rational) 
character to the agency of the alienated/ 
marginal in the third world. For Fanon the 
violence of the masses (= peasants + lumpen- 
proletariat) is ‘innate’, almost ‘natural’, 
thereby reproducing the stereotype of ‘native’ 
= ‘savage’, while Marcuse similarly notes 
the ‘instinctual’ nature of revolt.” At the 
centre of the ‘new’ populist discourse of 
Fanon and Marcu.se, therefore, is to be found 
a concept of pristine ‘peasant-ness’ not 
dissimilar to that which informs the earlier 
versions of the agrarian myth associated with 
the ideology of Nohonshugi, ‘Merrie 
England' and volksgemeinschaft. 

Much the .same is true of the ‘from below’ 
mobilisation which structures the ‘new’ 
populist postmodern framework of Foucault 
and others, for whom the concept of agency 
amounts to a politically non-specific form 
of individual resistance, ‘a certain decisive 
will not to be governed’.” And just as 
Foucault attempts to locate an ‘authentic’ 
system of values as essentially religious, 
non-materialist and pre-capitalist in origin, 
so he identifies an equally ‘authentic’ form 
of resistance not in Marx but ratherin religious 
dissent during the pre-capitalist era. In many 
respects, the precursor of Foucault and others 
who adhere to a postmodern concept of 
agency is Sorel, for whom the cleansing 
violence of the revolutionary act was more 


important than its socio-economic cause and 
political outcome. ” Like Foucault, Sorel not 
only questioned the possibility/desirability 
of progress but linked mobilisation to a 
Bergsonian intuitiveness based on myth.** 

The importance of myth for Sorel is its 
specifically anti-intellectual quality; since it 
is based not on analysis (= ‘facts'/’thinking’) 
but on instinct (= ’intuition’/‘feeling’), myth ' 
- like religion - is unameruible to rational 
critique and hence refutation." A significant 
resultofthisde-objectificationofknowledge 
is that action linked to it becomes contextually 
de-linked, correspondingly voluntaristic and 
thus ‘spontaneous’/’elemental’ in character.^' 
To the extent that the ‘new’ populism 
generally argues for the mobilisation of all/ 
every category of ‘marginal’ supposedly 
alienated from capitalism, therefore, it 
endorses the realisation of Sorelian myth. 
The diificulty with this is that, as in the case 
of 1920s/l 930s populism, such mobilisation ^ 
is supportive not of the political left but much 
rather of the political right. 

New ‘Right’ or ‘New’ Right? 

Inculpating liberalism for giving rise to an 
egalitarianism that prefigures socialism and 
culminates in communism (= ‘totalitaria¬ 
nism’), the ‘new’ right-like its ‘old’ counter¬ 
part - identifies as the target of its discourse- 
against the combined and interrelated pro¬ 
cesses of large-scale urbanisation, indus¬ 
trialisation, capitalism, socialism, modernity, 
and technology." Among its more significant 
pre-figuring and/or organic intellectuals are 
Alain de Benoist, Marco Tarchi, Julien 
Freund, Gianfranco Miglio, Henning 
Eichberg, Friedrich Hayek, Milton Friedman, 
Roger Scruton and John Gray." Al.so 
impoi .ant in this regard is the political theory 
of Julius Evola (1898-1974) and Carl Schmitt 
(1888-1985), each of whom not only rejected 
rationalism as the progenitorof an humanistic 
liberalism/fsocialism/communism) but also 
constitutes a link between the ‘old’ and ‘new* 
right." Central to much contemporary debate 
about political theory, both on and within the 
‘new’ right, is the extent to which the latter 
now exercises a politically unchallengeable 
hegemony (= transcendence of the left/right 
polarity), a result both of distancing itself 
from its past (= decline of the ‘old’ right) 
and of the demise of the ‘old’ left. 

Perhaps the most frequently repeated of 
contemporary myths - propagated mostly by 
those on the ‘new’ right itself - is that the 
left/riglit political divide has ceased to possess 
any meaning, since the ‘new’ right has broken 
with its undemocratic past and now shares 
many of the positions endorsed by the ‘new’ 
left w'lile the old’ left remains mired in 
irrelevancy, and increasingly endorses 
what are widely regarded as anti-democratic 
positions." Not only is the European right 


now opposed to the state, to the ‘Americanisa¬ 
tion’ of the globe, to Christianity, and even 
to specific forms of capitalism, therefore, but 
(so the argument goes) its pro-third-worldism, 
its espousal of feminism and sexual choice, 
environmentalism, the right to cultural 
‘difference’, together with its advocacy of 
economic and political decentralisation 
(= ‘small-is-beautiful’) and local self- 
determination, all constitute evidence of its 
progressive politics, its pluralism, its non¬ 
authoritarian character and hence the veracity 
of its self-proclaimed democratic cre¬ 
dentials." ft is, its supporters/apologists 
claim, not the political right of old but much 
rather an authentically new right." 

By contrast, the continued adherence by 
those on the left to Eurocentric universal 
(class, science, progress, development, etc) 
and their internationalism, their advocacy of 
an environmentally unsustainable large-scale 
industrialisation and defence of the state is 
again widely seen by those on the ‘new’ right 
not only as outmoded and correspondingly 
unprogressive, but also (and therefore) as 
anti-democratic and ultimately incompatible 
with a variety of sought-after de-alicnalcd 
‘selfhoods’. The sub-text of this argument 
is unmi.stakable; since the ‘new’ right 
possesses fresh ideas that both engage with 
and offer solutions to socio-economic issues 
which neither the ‘old’ left nor the ‘old’ nght 
have been able to address or to solve, its 
views should be taken seriously and 
henceforth incorporated into the domain of 
‘acceptable’ political discourse." Linked to 
this are claims about the fragmented nature 
of right-wing discourse itself, the sub-text 
here being that a consequence of this non- 
monolithic politics is acorrcspondingly non¬ 
threatening disposition. 

II 

Notwithstanding claims to the contrary, 
there are good reasons for supposing nut just 
that the ‘new’ populism is in a number of 
important respects indistinguishable from 
the ‘new’ right but also that a crucial element 
in this shared epistemology is the common 
endorsement of the agrarian myth." First, 
some on the ‘new’ right in some instances 
define themselves as part of the ‘new 
populism.^ A second point of overlap is 
chronology. Like that of the ‘new’ right, 
much of the ‘new populist thinking emerged 
during the 1960s generally, and in relation 
to the events of 1968 in particular.” The 
combination of an anti-American/anti- 
capitalist/anti-progress/technophobic dis- 
course-against and an environmentalistAhird- 
worldist discourse-for that characterised the 
events of 1968 and the emergence of new 
social movements linked to these issues 
influenced the political thinking of those on 
the ‘new’ right as much as those who were 
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linked to the ‘new’ populism. Third, and 
more imponantly, both emphasise cultural 
not economic struggle, whereby ‘selfhood’ 
is realised within the domain of ‘popular 
culture’. 

De Te Fabula Narrator 

In terms of practice, both the fact and the 
extent of the overlap between the ‘new’ right 
and contemporary variants of populism is 
not difficult to discern. For both the ‘new’ 
right and the 'new' populism, struggle is not 
so much economic or political as cultural. 
Central to this process of imbrication is the 
appropriation by the former from the latter 
of Gramscian theory/practice of cultural 
hegemony; like contemporary populism, the 
‘new’ right now allocates primacy to 
conducting its struggle within the domain 
not of politics but of culture.’^ Each endorses 
existing forms of ‘from-below’ discourse 
simply because it is ‘from-below’, a position 
which avoids problematising how and why 
current ideology circulates among the grass 
roots and who or what is responsible for its 
reproduction. TTie important difference is 
that, whereas populism has attempted to 
t/epoliticise its analysis of cultural struggle, 
the ‘new' right has by contrast repoliticised 
this process. While the high/low cultural 
divide remains intact, therefore, low 
(= 'popular') culture is now celebrated rather 
than denigrated. For the ‘new’ right, as for 
the ‘new’ populism, the .sole enterion for the 
acceptability of any/every view is that it 
currently circulates among (and by impli¬ 
cation enjoys the support of) the grass roots.” 

A similarity of emphasis on cultural 
practice notwithstanding, it might still be 
objected that hardly any similarity exists 
between the ‘new’ populism and the ‘new’ 
right in terms of the political content of such 
struggle. The evidence, however, suggests 
the opposite is true. In certain important 
respects, therefore, little separates the 
di.scourse-for/discourse-against of the ‘new’ 
populism and that of the ‘new’ right, parti¬ 
cularly with regard to on the one hand a 
common anti-Americanism and a shared 
distrust concerning the possibility/desirability 
of socio-economic progress, and on the other 
an espousal of ‘difference’ generally and in 
particular as this encompasses multiple forms 
of ‘otherness’ in the so-called third world. 

To begin with, the discourse-against of 
both the ‘new’ populism and the ‘new’ right 
is characterised by a nationalistic anti- 
Americanism. In a way that was subsequently 
to be appropriated almost wholesale by those 
on the ‘new’ right, therefore, the anti¬ 
capitalism of Marcuse is expressed in terms 
of antagonism towards generating and 
replicating a specifically north American 
pattern of consumption.’^ In terms of dis¬ 
course, it is but a small step from a critique 


of capitalism-as-American-consumerism to 
a critique of the latter as a threat to the 
cultural specificity of the ‘other’. This 
nationalist sub-text emerges clearly in the 
anti-Americanism of the ‘new’ European 
right.” Far from being evidence of a 
politically progressive transformation, the 
anti-Americanism of the European ‘new’ 
right in general and of de Benoist in particular 
is actually in keeping with that of the 
traditional right on this issue.” Not only is 
this anti-Americanism grounded in an at¬ 
tempt to protect what is presented as an 
innate cultural identity - which requires the 
prevention of a universalising ‘American’ 
(= capitalist) influence from undermining 
non-American cultures - but it is also rooted 
in the economic competition between 
nationally-speciflc capitals. 

Another characteristic which the ‘new’ 
populism shares not just with the European 
‘new’ right but also with its ‘old’ counterpart 
is a pessimistic view about historical pro¬ 
gress, and thus about the possibility, the 
effectiveness and even the desirability of 
social change. Like the ‘new’ right, the 
analytical approach of the ‘new’ populism 
to socio-economic transformation associated 
with Enlightenment notions of ‘progress’ is 
at best equivocal. Fanon not only rejects 
‘western values’ as Eurocentric but appears 
to associate economic development with a 
specifically European experience, the 
implication being that it has nothing to offer 
those in the so-called third world.” Because 
large-scale industrialisation undermines not 
just traditional culture, religion and national 
identity, but also (and thereby) human nature 
and Nature itself, most postmodern variants 
of the ‘new’ populism - like the new’ right 
- arc similarly technophobic and/or opposed 
to progress.’* 

'Iliis questioning of progress (= the denial 
of modernity) is itself linked historically to 
the rejection by conservative intellectuals of 
a linear conception of time, and its replace¬ 
ment by cyclical notions of time based on 
the annual cycle of birth/dcath in nature.” 
In contrast to the political left, for which 
progress involves a unilinear process of 
technical/mechanical/relational change, 
therefore, for those on the political right 
Nature/time (= paticularistic knowledge/ 
wisdom/culture) is suspended in an ’eternal 
present’, which is divinely and/or ‘naturally’ 
ordained and ordered, and its hierarchy/ 
’difference' (= heterogeneity, diversity) is 
therefore sacred and/or ‘natural’.*" For de 
Benoist ami Evola, therefore, there is no time 
but the present, into which both past and 
future are incorporated; all the central and 
interrelated elements of social existence 
(= farming/tradition/culture/ethnicity) ac¬ 
cordingly exist outside time/(history), un¬ 
changing and unchangeable in an ‘eternal 
present’.*' 
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A World of ‘Differencf.’ 

Certainly the most significant epi¬ 
stemological - and perhaps the most 
important political - component in the 
theoretical framework shared by the ‘new’ 
populism and the ‘new’ right is the concept 
‘difference’/’othemess’ on which cultural 
empowerment is based. In contrast with the 
political left, for which empowering 
universals override disempowering alterity 
(= ‘otherness’/’difference’), this anti¬ 
uni versa! istic espousal of the irreducibility 
of cultural ‘otherness’ is a characteristic of 
‘new’ populism in general, and of its 
postmodern vanants in particular. Not only 
does Fanon himself refer to the colonised 
‘original inhabitants’ of ‘native society’ as 
‘the others’, therefore, but it is precisely this 
emphasis on and endorsement of ‘otherness’ 
that exponents of postcolonial theory find 
useful in his approach.*^ Similarly, in much 
of the ‘new’ populist discourse cultu nl 
‘difference’ is presented as being at the root 
of underdevelopment in the so-called third 
world: not merely is industrialisatiom per¬ 
ceived as an inappropriate western Im¬ 
position, but its absence (= underdevelop¬ 
ment) is itself vindicated/celebruted as the 
accomplishment of a form of cultural em¬ 
powerment specific to the thud world 
‘other’.*’ 

Along with many on the ‘new’ nghl, de 
Benoist argues for ‘the right to difference’, 
a principle which is to operate across all 
areas of human activity and existence: cuitu re, 
religion, sexuality, ethnicity, politics and 
economics.** 'The significance of this is that, 
unlike the left, for which a specifically 
international identity/expenenceA conscious¬ 
ness) of class undermines national/ethnic/ 
cultural particularism, for the ‘new’ populism 
and the ‘new’ right by contrast it is precisely 
this national/cultural/(ethnic) identity which 
overrides/displaccs what is perceived by 
them as an ‘alien’/unfeasible/(undesirable) 
internationalism.*' 

The focus of this ‘difference’. it is claimed 
both by those on the political right and by 
their defenders, is no longer race but culture, 
and distinctive cthnic/national identities/ 
practices arc now perceived not as racially 
superior/inferior but merely as culturally 

other’.** Such a position is not only com¬ 
patible with but actually supportive of the 
invocation and/or exercise by the ‘other’ of 
an analogous form of particularism: the 
acceptability of the latter practice to those 
on the political right derives from the fact 
that it adheres to the same defining principle 
of ‘otherness’, and is thus to be encouraged 
so long as it does not undermine or threaten 
the distinaiveness of those - like a ruling 
aristocracy - whose culture is built on (and 
indeed symbolises) economic power. It is for 
this reason that ~ historically and currently 


pr 



- those on the political right oppose the 
‘sameness’ implied in the advocacy by the 
political left of universals. 

A number of problems confront those such 
as Taguieff who claim to identify a political 
break in the views of de Benoist and the right 
generally, I oiween an explicitly racist/ 
nationalist/anti-communist position of the 
1960s and a seemingly more enlightened 
phase during the 1970s when biologistic 
determinism has been replaced with an 
advocacy of cultural ‘otherness’. To begin 
with, in a general sense biologistic deter¬ 
minism is not the ideological nine qua non 
of the ‘old’ European right.*’ Not the least 
of the many difficulties facing those who 
deny the continuing complicity with fascism 
of non-biologistic views about ‘racial 
otheme.s$' (as d(x;s Taguieff in the case of 
de Benoist), is a failure to consider the extent 
to which views unconnected with race arc 
also a product of fasci .\m, and thus not merely 
compatible with but actually symptomatic of 
a politico-ideological project of right-wing 
reaction. Only by focusing on the single 
issue of race, and maintaining (falsely as it 
turns out) that the ‘new’ right has purged 
Itself of discredited notions of ‘otherness’, 
IS it possible for those such as Taguieff to 
claim that because a particular politics is no 
longer tainted with racism it is ipso jacto no 
longer fascist and thus acceptable. 

More importantly, the 1960s and 1970s 
were decades when throughout Europe and 
North America those belonging to the ‘old’ 
right were re-inventing the definition of 
innateness central to their political beliefs 
and in the process themselves.** And as with 
many other of its components, this particular 
element of ‘new’ right ideology has a long 
genealogy in the discourse of the traditional 
right. Thus, it is clear that for some of those 
on the political right during the 1930s the 
undesirability of the historical trend towards 
mass society was the eradication not just of 
cultural ‘otherness’ itself but - and perhaps 
more significantly -thecapacity to reproduce 
this: namely, the material base which gives 
rise to this specifica diferentia in the first 
place.*" 

Behind the defence by the political right 
of a specifically cultural ‘difference’, 
therefore, is to be found a more important 
subtext: the defence of the right to retain the 
economic power on which this cultural 
difference is based, and indeed, which makes 
it possible to be ‘different’.”’ In short, it is 
a defence not so much of cultural ’otherness’ 
as of the economic basis of class power: the 
ownership of or control over the means of 
production which enables the owning/ 
controlling subject tocommand both cultural 
resources (art, music, architecture) and - by 
withdrawing from productive labour - the 
time to indulge in the n.” Accordingly, the 
advocacy of the desirability of cultural 


‘otherness’ by those who continue to regard 
themselves as politically progressive ignores 
the fact that it is to the ^vantage of a global 
capitalism which reproduces an economically 
uniform class position to endorse precisely 
this kind of specifica diferentia by em¬ 
phasising cultural heterogeneity as the basis 
of national/ethnic ‘difference’, in order to 
disguise not merely thiselement of relational 
‘.sameness’ worldwide but also - and more 
importantly - to prevent political mobilisation 
on the basis of this economic uniformity.” 

A (Third) World of (Empowering) 
‘Difference’ 

Both the existence of and the reasons for 
the third-worldist views of the ‘new’ 
populism and the ‘new’ right derive in each 
case from the rejection of what are perceived 
as culturally-eroding universals (such as 
econom'c development/progress and its 
concomitant process of large-scale urban 
industrialisation), and a corresponding 
endorsement of what is perceived as a 
‘natural’ culturally-based form of pre¬ 
capitalist existence (= the ‘golden age’ of 
agrarian myth) which entails the reproduc¬ 
tion of those traditional in.stitutional forms 
and a peasant economy threatened by these 
universals. In short, the underdeveloped/les.s- 
dcveloped countries in general and their rural 
population in particular epitomise the 
‘othemess’/’difference’ which is central to 
the‘new‘-right/’new'-populist third-worldist 
oiscourse-for. 

Lik'' thediscourse-forof the ‘old’ populism 
and the ‘old' right, most variants of the ‘new’ 
populism subscribe to the agrarian myth and 
thus undertake a backwards looking re¬ 
cuperation of (and in the process idealise) 
non-/pre-capitalist rural society in the so- 
called third world. Although he accepts that 
colonialism ‘tribalises’ its opponents (with 
the object of dividing and conquering), that 
it ‘encourages chieftaincies’ (because 
traditional institutions are complicit with 
colonial mle),and further that ‘town workers 
and intellectuals’ who support political parties 
have no respect for and indeed struggle 
against traditional institutions (= ‘customary 
chiefs’), therefore, Fanon nevertheless insists 
that in the course of the anti -coloni al struggle 
the authority of chiefs should be supported.” 
The reasons for this are two-fold: because 
the authority of tribal chiefs is recogni.sed 
(= legitimated) by the peasantry, and also 
becau‘'e it is a source of an authentically pre¬ 
colonial national identity. Marcuse also 
comes close to idealising non-capitalist 
society in terms of already existing natural 
needs’ which do not involve having to go 
down the capitalist path.” 

Much the same is true of the more recent 
variants of the ‘new’ populism influenced 
by postmodern theory. Like the Rous- 


seauesque/Wordsworthian combination of 
a ‘natural’ state of human ‘goodness’ 
exercised as a ‘general will’ in Nature itself, 
the subaltern studies/post-colonial frame¬ 
work seeks to recuperate a similarly pristine 
pre-colonial subject who-once thedistorting/ 
occluding encrustations of an ‘alien’ 
colonialism have been erased - is, it seems, 
‘naturally’ good and therefore by implication 
also possesses a politics that amounts to an 
equally ‘authentic’ exercise of the ‘general 
will’. This attempt to identify the pre.scnce 
at the grass roots in many rural third world 
contexts of what is presented as and 
alternative, anti-capitalist and anti-socialist, 
and hence new and politically progressive 
discourse, is less than persuasive, for two 
reasons in particular. First, the very flimsy 
evidence on which the case for this 
‘alternative’ di.scourse rests. And .second, 
because important components of what arc 
identified as an ‘alternative’ discourse arc 
in fact nothing other than variants of the 
‘new’ populism. 

A similarly idealised notion of pre¬ 
capitalist society informs the work of 
Foucault. His argument both that prior to the 
16th century tho.se who were mad were 
tolerated and not incarcerated, and that before 
the modem ‘invention’ of sexuality what 
modernity subsequently reclassified as 
‘unnatural’ was accepted as ‘natural’, 
suggests that Foucault docs indeed adhere 
to a Rous.seauesque vision of primitive 
goodness.” Moreover, not only is pre- 
Christian antiquity for Foucault a source of 
a new politics, but it al.so represents a return 
to a pre-/anti-Enlightenment system of values 
corresponding to what he refers to as a 
‘political spirituality’In a similar vein, the 
backwards-looking ‘new’ populism of those 
associated with the ‘cveryday-forms-of- 
re.sistance’ framework, the Subaltern Studies 
project and the new social movements theory 
as well as texts by those such as Latouche, 
Shiva. Mies and Omvedt reproduce the 
romanticisation of pre-capitalist society that 
structures the agrarian myth. All maintain 
that economic growth per sc is an 
inappropriate and hence a disempowenng 
‘western’ imposition on less developed 
countries: in order to protect/enhance the 
position of - and thus empower - a variety 
of third world ‘others’ (women, tribals and 
peasants), therefore, such texts advocate 
instead a reversion to a subsistence 
agriculture.” 

Attempts by ’new’ populi.st di.scourse to 
present an idealised notion of pre-capitalist 
society as an empowering, new and alter¬ 
native form of non-capitalist/non-socialist 
social existence invariably overlooks its 
historical genealogy. As the third-worldism 
of the ‘new’ right suggests - this kind of 
‘alternative’ is not only not new, nor simply 
compatible with a reactionary (= tradition- 
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i.woking) form of anti-capitalism ‘golden 
age’ of the agrarian myth, but actually 
supportive of the latter. Unsurprisingly, 
therefore, the 'new' right evinces a similar 
approval of a traditional third-worldist 
‘otherness’/’difference' that is the basis of 
a distinctive national identity and - for this 
reason alone - is perceived by it as em¬ 
powering. 

Like 19th century romanticism and 20th 
century fascism, the European ‘new’ right 
invokes as its ‘golden age‘ an idealised vision 
of an ancient Indo-European/’Aryan’ 
civilisation, when subsistence-oriented and 
economically self-sufficient tribal cultivators 
lived ‘naturally’ in harmony with Nature.™ 
In the case of Evola, this third-worldist 
discourse is linked to his Orientalist 
engagement with the eastern cultural ‘other’. 
Turning away from the ‘decadent’ matcria- 
lismof‘thewest’.the 'new' right romanticises 
what it takes to be an organic and thus 
culturally pure ‘otherness’ of the east that 
is the source of its own primordial Indo- 
European past. This redemptive myth of a 
‘golden age', which structures the ideology 
of Nohonshugi, ‘Merrie England’ and 
volksgemeinschaft, is also present in the 
symbols, rites, and religious customs/ 
ceremonies of most pre-capitalist social 
formations, where it involves the ideological 
attempt to replace the mortality of profane 
time (= history) with the immortality of 
sacred time (= the eternal present in the 
Garden of Eden).™ In the discourse of the 
‘new’ right, therefore, underdeveloped 
(= ‘primitive'/peasant) societies represent a 
lost innocence, a desirable purity and an 
harmonious existence (= ‘primitive 
goodness’) that it perceives as empowering 
and thus wishes to recuperate. For those such 
as dc Benoist, such a process of recovering 
a lust past entails an alliance between the 
European new’ right and the mainly mral 
populations of the third world (where this 
‘primitive goodness’ still survives in the 
form of peasant <‘conomy) against the 
undesirable universalising/de-naturing 
processes emanating from the US.*" 

Also supportive of this third-worldist 
discourse-for is the religious pluralism of the 
European ‘new’ right, which derives from 
the perception of Christianity as part of the 
Judeao-Christian ‘other’; as in the case of 
Foucault, therefore, Christian beliefs are 
deprivileged and displaced in the discourse- 
for the European ‘new’ right by an earlier 
- and what for it is thus a more ‘authentic’ 
form of religious belief - paganism." Not 
only is this consistent with ‘new’-populi.st/ 
’new’-right views regarding the rural grass 
roots practice of an empowering form of 
‘popular culture’, but the endorsement of 
any/all religious belief also constitutes a 
negation of Enlightenment rationality. Just 
as the ‘new’ right subscribes to a form of 


ancient religious faith that predates a 
universalising Christianity, therefore, so it 
accepts that the same can be tiueof‘different’ 
pre-C..ristian mythical belief systems which 
are culturally specific to the third world 
‘other’. 

Neither is there any mystery about the fact 
that the ecological beliefs now espoused by 
the ‘new’ right and the ‘new’ populism alike 
similarly uphold theirthird-worldist views.*^ 
To begin with, ecological theory and its 
practice, environmental preservation, con¬ 
stitutes a potent discourse-for about the same 
kind of Nature-based ‘naturalness’ that 
structures the gender/peasant/national 
identity that is at the root of third world 
‘otherness’/‘difterence’. Environmentalist 
discourse is also supportive of (and licensed 
by) the powerfully combined anti-state/anti- 
industrial/anti-modem/anti-progress/techno- 
phobicdiscourse-against shared by the ‘new’ 
populism and the ‘new’ right. Accordingly, 
‘new’-populist/’new’-right discourse 
maintains that insofarasidentity/’differcnce’ 
is det, nnined by space/place, change that 
undermines ecology also threatens the 
traditional institutions/organisations/ 
‘community’ of the third world ‘other’ .*’ For 
this reason, therefore, cnvironmentalism-as- 
preservation-of-Nature confirms the ‘new’- 
populist/’new’-right view that economic 
growth is not a desirable objective for third 
world countries." 

Not only is this third-worldism compatible 
with the pluralistic endorsement of religious/ 
ethnic/national heterogeneity on the part of 
the ‘new’ right and the ‘new’ populism but 
the discourse-for of both the latter has con¬ 
verted the element of a politically unaccept¬ 
able (= economically disempowering) 
cultural subordination and economic exploi¬ 
tation associated with alienation into a neutral 
form of ‘otherness’. The distinctiveness of 
the so-called third world ‘other’ has, in short, 
been reconstructed as an empowering form 
of cu’tural ‘difference’, ^onomic ‘dif¬ 
ference’ as a form of ‘otherness‘/‘not-us’ is 
displaced by cultural 'difference' as the 
definition of identity, the consequence of 
which is that economic ‘difference’ is no 
longer perceived as alienating orexpioitative 
but merely organisationally ‘other’; not only 
does economic ‘difference’ no longer have 
to be explained or changed, but it is 
epistemologically reduced to and in effect 
becomes part of ‘cultural’ difference, 
henceforth to be celebrated as .such. The 
‘new’-populist/’new’-right discourse is 
accordingly a relativistic analytical 
framework in which it is possible to assert 
that the rich and powerful are simply 
culturally ‘different’ from the poor and 
powerless, and the economic ‘difference’ of 
the latter is not merely part of their culture 
but much rather a form of empowerment. 
Both the fact of economic ‘difference’ and 


iu cause are thereby banished from this 
discourse. 

Conclusion 

Like the ‘new’ right (and indeed the ‘old’ 
right), the ‘new’ populism subscribes to a 
number of cssentialist identities said both to 
predate and be alienated/marginaliscd/ 
estranged by the discourse of rationalism. 
Each endorses the continued cxi.sience of 
many ‘traditional’ institutional forms linked 
to a supposed ability to meet basic grass roots 
needs. Most significantly, the ‘new’ populism 
and the ‘new’ right also share a belief in the 
undesirability of change that substantially 
transforms ex isting (= ‘traditional') property 
relations. The resulting displacement of 
working class revolutionary agency effec¬ 
tively precludes the possibility of systemic 
transfoimation/emancipation associated with 
the agrarian question of Marxism. Like those 
on the political right, therefore, exponents 
of the ‘new ’ populism imply that capitalism 
cannot be transcended. 

At the centre of this shared discourse is 
the agrarian myth. The ‘new* populism of 
Fanon and Marcuse, however, expresses a 
fear about the way in which the peasantry 
expriences alienation, as a result of which 
it is deprived of an ‘authentic’ selfhood and 
reconstituted as other-than-peasants. By 
contrast, the postmodern variants of the ‘new’ 
populism announce that the recuperation 
signalled as desirable by the agrarian myth 
has in fact been realised. The same essential 
identity of ‘peasant-ness’ is now projected 
in a positive discursive mode, and celebrated 
as having survived due to its culturally 
indissoluble ‘natural’ character. Declared by 
postmodern ‘new' populists no longer to be 
under threatof alienation, this innate ‘peasant- 
ness’ is (re-) presented as an empowered 
form of cultural ‘otherness’/’difference’ 
firmly rooted in ‘Nature’. 

This overlapping discourse about the 
agrarian myth is itself structured by a similarly 
shared third-worldi.sm. Instead of a racial 
hierarchy in which the rural populations of 
the so-called third world are dismissed as 
inferior, they are merely recategorised in a 
discourse which the ‘new’ right shares with 
the ‘new’ populism as ‘other'/’different’. In 
'teeping with its espousal of inter-national 
pluralism and an acceptance of polytheism, 
therefore, this replacement by the ‘new’ 
right of racial hierarchy with a concept of 
cultural ‘difference’ is not merely not 
anomalous but in keeping with the specific 
form taken by ihird-worldism in the dis¬ 
course of the political right generally, not 
least because for it Orientalism is a re¬ 
affirmation of that mysterious ‘otherness’ 
(= the unknown, the unknowable) which is 
in fact historically central to conservative 
philosophy. 
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The politically disempowering effect of 
this discourse generally, and in particular the 
conceptual shift to a culturally empowered 
peasant essentialism, is unmistakeable. 
Hence the concept of ‘diffcrence’/'othemess' 
fuses with and is supportive of a reactionary 
'ncw’-populist/'new’-rightthird-worldismin 
contrast to the agrarian question of Marxism, 
which focuses on the way peasant economy 
changes, the agrarian myth of populism and 
the political right seeks to recuperate peasant 
essentialism by shifting the focus onto the 
way in which peasant culture (= the root of 
‘othemessV'differencc’) remains the same. 
Precisely because it operates largely within 
the domain of ‘the cultural', the discourse- 
for/discoursc-against ol both the ‘new’ 
populism and the ‘new* right recognises and 
simultaneously negates the threat that 
emanates from ‘marginality’ and ‘alienation’; 
by re-defining the latter as ‘difference’, each 
ceases to be a problem. 

Notes 

1 This article is a much shortened version of 
Brass (forthcoming). Here most of the 
quotations have been omitted, as ha.s a section 
examining the agrarian myth in the 'popular 
culture' both of populism/nationahsm in the 
latter half of the 19th century and of populism/ 
nationalism/fascism during the 1920s and 
I9.^0s The terms Nohonshugi, ‘Merrie 
England’, volksgememschajt, and narodnism 
refer to the contextually-specific forms taken 
by the agrarian myth over this period in Japan. 
England. Germany and Russia. In the longer 
vcision it IS argued that the peasant essentialism 
structuring the agrarian myth in all these 
contexts licenses what is a politically 
conservative nationalist discourse the 
continuities of which extend from the 'old' 
populismandthe ‘old’ nghttothethird-worldist 
'new' populism and the ‘new’ right. Only the 
connection between the last two is considered 
below. 

2 Given the received wisdom that postmodernism 
and right-wing theory/politics are not merely 
unconnected but antinomic, pointing to the 
existence of a connection - let alone an 
epistemological affinity - is a controversial 
undertaking Although it is obviously the case 
that cuirent exponents of postmodernism are 
not fascistically inclined, the same cannot be 
said about a number of important precursors: 
for the fascist sympathies/complicity of 
Heidegger. Blanchot. de Man and McLuhan, 
see Farias (1989), Ferry and Renaut (1990), 
Kennode (1991 102-18). Lehman (1991), 
Marchand (1989), Mehirnan (1983), 
Hamacher, Herti: and Keenan (1989), Norris 
(1990 222f0. on (1993). and Sluga (1993). 
'the following kind of ‘new’ populist/ 
postmodern argument [eg,Chakravaity 1995) 
IS typical of much recent wnting about the rise 
of nationalism and its political implications 
for so-called third world contexts. Since fascism 
is a European phenomenon and on historical 
one at that, and as it emanates conceptually 
from Eurocentnc discourse generally and that 
of liberalism in pi>rticular, for these reasons 
alone, the ‘new' popuiists/postmodemsclaim. 


it is impossible to speak of its actual/potential 
presence in non-Etm^iean contexts. Nationalist 
discourse linked to traditions and cultural forms 
which ore authentically indigenous to the third 
world, it is further claimed, ore not merely not 
inherently or potentially reactionary but 
actually a bulwark against the rise/spread in 
such contexts of fascism. The prevailing 
discursive dominance of an emancipatory 
postmodemism(advocatingdiversity/pluiality, 
upholding the rights of ‘the marginal’, and 
opposed to power in general and that of the 
state in particular), together with the vigilance 
of scholars influenced by this, it is inferred, 
is Itself a guarantee against the political 
legitimisation of fascist ideology. Among the 
many objections to this kind of complacency 
IS the fact that, while it is true that with liberalism 
comes capitalism, and with capitalism fascism, 
it is nevertheless incorrect to conclude from 
this that hankering after a traditional/ 
indigenous/(non-socialist) alternative to 
capitalism precludes fascism. Much rather the 
opposite, since it is precisely on this same kind 
of raythic/folkloric/(‘blood-and-soir) nost¬ 
algia that fascism draws in order to construct 
its own discourse-for. Another text [Vonaik 
1994] that is not postmodern but nevertheless 
similarly dismissive of the fascist label is a 
more serious approach to the issue, and an 
altogether more interesting theoretical piece, 
notwithstanding its somewhat contradictory 
conclusion that a non-fascislic ‘Hindutva 
(constiiutes) a reactionary rightwing and 
dangerously authoritarian form of populism'. 
In the view of this writer the latter definition 
is in fact perfectly compatible with (not to say 
an 'xcellent description of) fa.scism. 

3 On this point sec, for example, Kazin (1995: 
I, 2, 3, 248, 266), who defines populism as 
'a flexible mode of persuasion’, and Dolbeare 
and Dolbeare (1976- 115, 119, 121). 

4 Texts which implicitly/cxplicitly attribute a 
politically dual identity to populism include 
Dolbeare and Dolbeare (1976. Ch 7), Canovan 
(1981), Phillips (1982: 33), Lasch (1991), 
Kazin (1995) and Harrison (1995: 9f0 
Revisionist critics [such as Goodwyn 1976, 
1978. 1986, 1991; Lasch 1991] currently 
attempting to rehabilitate populism os the 
authentic giiLss roots version of North American 
democracy, discount the earlier critique of 
populism by Hofstadter (1962) because of the 
'end of ideology' context in which the latter 
was made. Hofstadter's argument was that 
populism wouldn’t work because no kind of 
utopia was possible, and that therefore one 
should stick with existing (bourgeois) 
democracy. Unsurprisingly, revisionism 
opposes Hofstadter’s claim that populism is 
conservative because this is incompatible with 
the revisionists’ own view that it corresponds 
to a non-b''urgeois/non-socialist fonn of grass 
roots democracy. Marxists, by contrast, are 
critical of both the revisionist uttcinpi to 
rehabilitate populism and of Hofstadter’s 
teleology Although .sharing with Hofstadter 
the critique of populism as conservative, 
therefore, a Marxist argument parts company 
with his over the absolute impossibility of 
utopia: unlike Hofstadter, therefore, for 
Marxism a socialist outcome is both desirable 
and feasible. For the theoretical impact on 
Hofstadter of the end-of-ideology debate, .see 
Morton (1972: l()9ff). 


5 A frequent mistake made by those occupying 
many different positions on the political 
spectrum is that populism constitutes a 
leftwards movement by the political right 
(which is what those associated with the journal 
Tetos seem to think); namely, the right is 
becoming politically more progressive. It is 
argued here that the opposite is the case: it is 
not the right that has shifted leftwards but 
much ratherthe left that has shifted rightwards, 
in the process becoming less progressive 
politically. It is important to note in this regard 
that the mere presence in new social movements 
of activists from the political left cannot of 
itself be taken as evidence for the advocacy 
of socialist policies. Much rather the contrary, 
stnee there is lots of evidence (from India and 
elsewhere) to suggest that what happens in 
these circumstances is that, rather than 
advocating a.speciflcaily socialist programme, 
those on the left (or perhaps more accurately 
‘left’) simply lock onto existing policy/ 
programmes. In other words, what is frequently 
accepted at face value os socialism is not 
actu^ly socialist but much rather a variety of 
populism, its emanation from left-wing circles 
notwithstanding [about which see Brass 
1995b]. 

6 The re-emergence of populist discourse in the 
late 1960s is of course an exception to the 
connection between the populism and capitalist 
crisis. 

7 Although the focus here is on the cultural 
discourse of populism, it must be emphasised 
that the agrarian myth is also structured by and 
indeed dependent on economic and political 
arguments Historically, therefore, the agronan 
myth has also had an important economic 
component, whereby agnculture was pre.sented 
as the basis of social organisation and peasant 
farming as the source of national food self- 
sufficiency. This discourse about the centrality 
to the national economy of the peasant family 
fanncontinues to heimpoilant, and its influence 
can be traced from an intellectual precursor 
like A V C3iayanov (1966), via neo-classic-d 
economists [Lipton 1977, Richards 1985] tor 
whom rural poverty in the .so-called third world 
is an effeci of adverse terms of trade (= ‘urban 
bias') for peasant produce, to recent and current 
populist leaders/politicians in Indio such as 
Charon Singh, M S Tikait, M D Naniunda- 
swamy and Sharad Joshi [about whom see 
Byres 1988 and the contributions to Brass 
1995c]. The same is true of the political 
component of populist discourse, which 
involved claims about the peasiuitry both as 
upholdeis of the existing hierarchy - and thus 
as a bulwark against the spread of socialist 
ideas and the guarantors of political stobili'y 
- and also as the source of military personnel 
and thus the defence of the nation. 

8 it is important to note that for Marxism the 
concept ‘alienation’ has always been 
theoretically problematic, not lca.st because 
the political nght has always laid claim to it 
[Bell 1962; Feuer 1963]. Maintaining that 
‘[s]ince the 1936$ Marx’s Early Works have 
been a war-horse for petty-bourgeois 
intellectualsintheirstrtiggleagainst Marxism’, 
Althusser (1969: iOfO dismisses the concept 
alienation as a pre-Marxist vestige of Hegelian 
idealism, an existentialist anomaly 
characteristic of the period before the 
epistemological break of 1844 that signalled 
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the emergence of the ‘mature’ Marx. Much 
the some point is made by Mattick(1978:160- 
62). 

9 In much contemporary social theory this 
process of de-objectification/de-privileging of 
attempts to construct an existence beyond the 
self amounts at times to solipsism. One effect 
is to fragment reality, which is reduced to the 
epistemological status of an cpiphenomenon 
of the ‘seir. A de-objectified ‘reality’ that 
does not - indeed cannot - extend beyond the 
perception of the individual becomes thereby 
whatever any/every subject claims it to be. Not 
only is this ‘reality’ now reducible to the 
individual, but it is also deemed to be the basis 
of a subjectively-based process of self- 
empowerment, simply by virtue of ‘being- 
mine/being-yours’. 'There is accordingly no 
longer an ‘out there’ to be perceived, only 
competing perceptions of an ‘out there’. Instead 
of objectivity, therefore, there are now only 
contesting subjectivities, each of which 
advances rival claims to truth, and between 
which one is no longer able to judge. A 
consequence of an ‘out-there’ objective 
‘reality’ being non-existent is it cannot be 
changed, a position that is so convenient for 
owners of real estate In addition to valorising 
the view of the indigenous subject in relation 
to that of the coloniser, therefore, such dc- 
objectirication/dc-privileging also confers 
political acceptability on landlords’ or 
capitalists’ view of existence, now deemed to 
be as ‘valid’ as that of a tenant or worker. 

10 Theconcept ‘alienation’ asestrangemenl-from- 
an-esscntialist-peasantiicss is central to the 
Chayanovian exegesis of Netting (1993:328ff), 
for whom capitalhst development is perceived 
as a process of (mainly cultural) dislocation 
that not only ‘threatened the stability of peasant 
cquilibnuiiT hut al.su prevented the middle 
l>ea.sanl from realising what is posited as the 
‘authentic selfhood’ of petty commodity 
production 

11 In seeking to explain this loss, Kou.sscau 
invokes the element of ‘chance’, which gives 
rise to the development that dissipates 
'primitive goodness’ inthe course of generating 
inequality fBroonie 1963. Ch III], lie 
distinguishes between what he categonses as 
a benign ‘selt-interest’ {amour de .mi), which 
IS compatible with a ‘natural’ state of 
‘goodness', and ‘selfish interest' (amour- 
propre). which IS not. According to Rousseau 
the former IS a harmless kind of seif-centredness 
(=egocentriciiy-relative-to-the-self), whereas 
the latter by contrast is an altogether less 
benign egocentricity that is exercised in relation 
to others, and thus at the root of competitive 
behaviour and the conflict it generates. The 
di.stinction is untenable, however, since the 
allegedly benign form of self-interested 
nationalism (= ‘pro-self) is in the end no 
different from less benign selfish variant 
(= ‘anti-other’): the only difference is that the 
former is implicitly exclusionary whereas the 
latter is explicitly so. a point confirmed for 
example by the ‘transformed’ utterances of the 
Klu Klux Klon (see note 68). 

12 On this point see Brinton (1926: .38), who 
observes that ‘in 1809 Wordsworth had 
sketched as completely as Maxzini ever did 
a theory of nationalism that was to become 
the political faith of the century‘. 

1.3 Both historically and contemporaneously, the 


advantage of such a discourse for the better- 
off peasantry is thot it enables them to operate 
politically and ideologically on two fronts: 
against poor peasants and o^cultural labourers 
os well os landlords and/or intemationol capital. 
The success of this hinges in turn on the 
displacement of class categories, whereby 
agrarian subjects who are defined in terms of 
ownership of or separation from given means 
of production ore redefined in populist tenns 
simply as ‘peasants’/’cultivBtors'/’fBrmeis‘. 
or petty commodity producers in contexts 
where there is actually great variation in both 
relations and the .scale of production. Such a 
discursive fusion permits agrarian capitalist 
producers to claim not only that all rural 
inhabitants experience a uniform level of 
suffering in the face of urban and/or ‘foreign’ 
exploitation but also that economic growth is 
located in and confined largely to towns/cities/ 
industry and/or other nations. By suppressing 
reference to socio-economic differentiation 
arising from the process of capitalist 
development, therefore, rich peasants can 
challenge landlords and/or imperialism in the 
name ofthc peasantry as a whole, which permits 
them not merely to reinforce and reproduce 
in discourse shared with poor peasants and 
agricultural labour the mythic yet politico- 
ideologically potent image of an homogeneous 
peasantry but also to claim that they represent 
thereby the voice of ‘the people’ (= the 
peasantry), and thus the nation itself. Two 
tmportant consequences follow from this 
nationalist discourse, each of which is 
supportive of the populist camouflage adopted 
by rich peasants. First, that empowerment is 
effected at the expense of a foreign and not 
an indigenous capitalist class: and second, that 
‘popular culture’ becomes identified un- 
problematically with the ‘voice from below’, 
and action based on this is accordingly deemed 
to constitute an authentic expression of a 
Roiisseauesquc democratic will. 

|4 Examples ofthc quasi-mystical belief by ‘new’ 
populist texts in the efficacy of any/all 
disi'ourse/action-from-below include Canovon 
(1981: 2S7). Sinha, Greenberg and Gururani 
(forthcoming), Scott (1990) and - most 
importantly - many of the contributors to 
Guha (1982-89). The subaltern studies project 
associated with tlie work of the latter is by no 
means confined to the historiography of India, 
and now extends to Africa and Latin America 
{Latin American Subaltern Studies Group 
1993; Prakash 1994; Malton 1994; Cooper 
1994]. 

15 The liberal/neo-libcral/(anii-Marxist) genea¬ 
logy of ‘choice’ in ‘new’ populist discourse 
is unmistakeable. For on existentialisi like 
Sartre (who endorsed Fanon’s argument), 
therefore, it was possible to choose a 
revolutionary agent. Because the urban 
industrial proletariat, both in metropolitan 
capitalist and colonial contexts, can no longer 
be considered a revolutionary subject 
commi'ted to self-emancipation and the 
emancipation of the ‘other’.it becomes possible 
simply to select (= choose) a replacement. 
Accordingly, for Fanon and Marcu.se, the 
lumnen-proletanat and the peasantry ore chosen 
as revolutionary agents, interested in and 
capable of accomplishing the revolutionary 
tasks which the urban working class is no 
longer willing or able to carry out. 


Unsurprisingly, in view both of its rejection 
of any/all forms of government and/or 
regulation and its emphasis on individual 
choice-making. Foucault was also sympathetic 
to liberalism generally and to that of von Mises 
and Hnyek in particular. For the attractiveness 
to Foucault of liber^ism, not least because it 
licensed choice in the domain of sexuality os 
much as in other areas, sec Miller (1993- 310- 
II, 327). The latter concludes that ‘(a]s much 
as any figure of his generation, [Foucault] 
helped inspire a resurgent neo-liberalism in 
France in the 1980s’ [Miller 1993; 315] 

16 This social theory, heavily influenced by 
postmodernism, has os its neo-liberal economic 
counterpart the similarly designated ‘new 
political economy’, the equally class-specific 
politial object of which is to theoretically justify 
- and thus contribute to the ideological 
legitimation of - the economic redistribution 
of resources from the poor to the nch [Bagchi 
1993; Leys 1996; Vieux and Petros 19%). 

17 The current dangers in endorsing what is in 
effect a de-politicised ‘popular culture' are 
clear from the following examples Right- 
wing Christian groups in North America arc 
mobilising politically on the basis ot popular 
culture, the object being to achieve ‘crossover 
into the mainstream market' in videos, pop 
music, television, films and books, all fonns 
borrowed from their secular counterparts but 
given an explicitly non-secular and politically 
reactionary content Much the same is true of 
a de-polilici.sed notion of ‘empowerment’, a 
concept which similarly can be applied to any 
and every kind of activity. It becomes passible, 
therefore, for Rodriguez (1994) to celebrate 
religious faith in Our Lady ot Guadaloupc. a 
traditional icon of conservative Catholicism 
in Mexico, as evidence of gender empower¬ 
ment. Similarly, in the case of Italy the ‘post 
fascist’ Gianfranco Fini was invited by the 
PDS (the cx-Communist Party) to its annual 
conference in July 1995, where he was received 
with rapture and applause, both the invitation 
and the reception were justified by the PDS 
leadership in terms of the fact that Cini 
represents a grass roots inoveinenl. This loo 
is a familiar argument, loved by and sympto¬ 
matic of the postmodern ‘new’ populism 
Because a view comes ‘from below’ or has 
grass roots support, therefore, this it is 
clauned is enough to make it acceptable Such 
a position, which postmodernism shares with 
the ‘old’ populism and tiu; ‘new’ right, fails 
to ask what the politkit of these grass roots 
views are On this ‘logic . it would be possible 
to endorse not only fascism but also genocide 
and racism 

18 Not only does the colonial/postcolonial duality 
signals Its nationalist epistemological under¬ 
pinnings. but it is clear from texts by its 
exponents [Bhabha 1991; Prakash 1995] that 
postcolonialism addresses mainly ~ and in 
most ca.ses only - questions of ideology; that 
is, of the way in which the colonised other’ 
IS (mis-) represented in the discourse of the 
coloniser. Because it depicts the colonised 
‘other’ as pa.ssive (= victim), postcolonial 
theory eschews the domain of ‘the economic’ 
(= '.sociology of underdevelopment' ‘depen¬ 
dency’) os this encompasses the specifically 
economiedimension of the cotoniser/colonlsed 
relatioaship. For a particularly effective critique 
o*' postcolonialism, which points out the way 
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in which it has been inflated in temporal/ 
spatial terms, see Ahmad (1995). 

9 Like all the postmodern variants of the ‘new’ 
populism, those which maintain that societies 
are now ‘post-capiMli.st' and can only be 
understood in terms of a 'post-Marxist' theory 
adhere to an analytical framework from which 
class, class formation and class stiugjtie have 
all been banished, and in whichethnic/’tribal'/ 
national identities are regarded as innate. 
Proponents of 'post-capitalisin' [Dahrendorf 
19.59:241 ff; Bell 1971, Dnicker 19931 maintain 
that, a.s production ha.s bow been displaced by 
knowledge as a sourec of value in the global 
economy, the resulting knowledge-intensive 
society is no lunger premissed on the opposition 
between capital and labour The anti-Marxist 
nature of this particular agenda was accurately 
delineated some 30 years ago by Maepherson 
(1972:18), who observed that.'there is a good 
deal of loose writing these days [1964] about 
something colled “post-capitalism". The same 
publicists and theorists who use this term ore 
apt to talk also about post-Marxism. The idea 
in both cases is the same: to suggest that the 
thing now hyphenated has in fact disappeared 
and has been replaced by something really 
quite different. If one cannot deny, in either 
cose, that something superficially similar to 
the old thing is still around, one can perhaps 
exorcise its spirit by calling it "post-". Thus, 
as capitalism, old-style, has become 
increasingly difficult to justify in terms of any 
acceptable social ethic, it becomes highly 
advantageous to find that it has given way to 
something else. And as Marxism, old-style, 
continues to give trouble, it can perhaps more 
eacily be dealt with by announcing its demise 
and replacement.' 

20 On this point, see Fanon (1968) 

21 A parallel could be made here witn the 
postmodern theory of Prakash (1992: 18), for 
whom underneath the extemally-impo.sed 
colonial encrustation there lies an 'authentic' 
Indinn-ness, a pristine identity of 'self-hood' 
which colonialism neither affected nor 
disturbed. Marcuse (1970:104-05) also implies 
that the negation of the established order will 
take place on the basis of an appeal to 
Rousseauesque/Burkean 'natural rights' 
(= ancient principle). 

22 Unlike Foucault, for Marcuse (1970:81) there 
IS such a thing as rational authority, but like 
Foucault he endorses ‘a new dimension of 
protest, which consists in the unity of moral- 
sexual and political rebellion' [Marcuse 1970: 
92j. In the light of his sadomasochism, his 
ihanatological disposition and his somatic 
reductionism [on which see Miller 1993], the 
detailed descnption by Foucault (1977: 1-6) 
of all the distressing minutiae of the execution 
in 1757 of the regicide Damiens appears 
worryingly to be more a celebration than a 
entique of this event. For Foucault, it .seeim, 
death is not just tlie ultimate hut perhaps even 
the only form of empowerment - a very 
religious sentiment indeed. Alternatively, the 
fact that his description con be read either as 
entique or as celebration is perhaps no more 
than a mea.sure of the extent of Foucault's 
postmodern apona. 

23 For the equal ion by Foucault of Enlightenment 
rationalism as the 'other' of freedom, and his 
dismissal of Marxism os a variant of En¬ 
lightenment ‘.scientism’, see Foucault (1991: 
118) and Rabinow (1984: 52-53). The 


specifically anti-Marxist epistemology of 
I^ucault was recognised by Sartre in 1966 
(Bribon 1992:164);moregenerally,Foucault's 
vehement anti-communism is well known, 
and a matter of extensive record [see Eribon 
1992; 136}. In the case of Marcuse, there can 
be no doubt about his Marxist commitment. 

The cose of Fanon is more problematic: 
although characterised by Caute (1970: .52) as 
a socialist, it is evident from what Fanon 
(1963:78) himself writes that he was as much 
anil-socialist as anti-capitalist. 

24 On the displacement of rationalism by the 
'ftom-below' discourse of uaditional folklonc 
memory, Foucault IS unambiguous: 'Unieoson 
would be the long memory of peoples', he 
observes, 'their greatest fi^lity to the past' 31 
[cited in Eribon 1992: 118]. Unsurprisingly, 
much the same kind of reification of spon- 
toneity/elementalism as a 'natural' (and thus 
non-transfonnable) aspect of human existence 

has long been the stock-in-trade of the political 
right. Like Foucault, therefore, Ortegay Cosset 
(1961) invokes the authority of Nietzsche for 
his view that rationalism is necessarily and 
always displaced by on innate irration^ism. 

25 Fanon (1963: 37). 

26 On these points, see Fanon (1963: 47). ‘It 
cannot be too strongly stressed', he observes 
(1963: 88), ‘that in the colonial territories the 
proletariat is the nucleus of the colonised 
population which has been most pampered by 
the colonial regime. Theembryonic proletariat 
of 'le towns is in a comparatively privileged 
position. [It] has everything to lose...' 
According to Fanon (1963: 48). the result is 
the emergence of on urban proletariat the 
members of which 'fight under an abstract 
watchword: "Government by the workers", 
and .. forget that in their country it should be 
nationalist watchwords which ore the first in 
the field' (original emphasis). 

27 Mareuse'sdeniolsnotwithstanding (1976:71), 
that he no longer perceived the raban industrial 
working class in metropolitan capitalist 
contexts as a revolutionary agent is clear from 
many of his texts (see Marcuse 1969:14-15: 

1970: 99-100]. 

28 On this point, see Marcuse (1976: 66). 
Ironically, this kind of thinking also lies behind 
the postmodern celebration of what used to 
be regarded os alienation: not only is social 
fragmentation (= alienation) inverted and re¬ 
presented by postmodernism as the em¬ 
powerment of identity politics, but the 
generation by capitalism of artificial (= alien) 
demands amounting to consumerism-os-the- 
nepation-of-sellhood is similarly reborn in its 
'other' postmodern form of consutnerism-as- 
the-realisation-of-selfiiood (= ‘shop-till-you- 32 
drop'). 

29 On the significance for accumulation of this 
capacity to generate seemingly endless 
demand, and its connection with tlie political 
integration of the proletariat into metropolitan 
capitalism, see Marcuse (1976: 66-67). For 
this reason, moreover, social transformation 
must be preceded by a change in the definition 
of needs (Marcuse 1969:4,18-19; 1970:80]. 

30 Since for Foucault power is everpresent, for 
this reason alone there con be no process of 
emancipation. For different reasons, the 
concept 'repressive tolerance’ is faced with 
similar problems. Hence, the pessimism of 
Marcuse(1970: lOO-IOI: l976;66)about the 
implications for working class emancipation 


of this process of incorporation stemmed in 
pan from the conjuncturol perception - also 
shared by the cnd-of-idcology theory - that 
capitalism had in the short-term solved the 
problem of crisis (z overproduction). 
Consequently,'for those on both the political 
right and left, the urban proletariat in 
metropolitan capitalist countries was regarded 
os no longer having a reason to oppose the 
capitalist system. The responses from both 
ends of the political spectrum, however, was 
difierent: those on the political right proclaimed 
the end-of-ideology (= a foreclosure on class 
and class struggle), while some of those on 
the left searched for an alternative revolutionary 
subject. 

For his views on the peasantry and the lumpen- 
proletariat, see Fanon (1963: 90-91, 93. 95- 
96, 103-5, 109). It must be emphasised that 
this kind of anti-colonial discourse associated 
with the ‘new’ populism, involving the search 
for an alternative revolutionary subject that is 
neither urban, working class nor tainted by 
capitalism, is not in fact new. Many of the 
central ideological components which re- 
emerged as Panonist, Marcustan and 
Foucauldian variants of populism during the 
1960s have a long lineage in colonial contexts: 
in the cose of India, for example, they were 
prefigured in the views expressed not just by 
Mahatma Gandhi but also by Dev (1946) in 
the late 1930s and by Kanga (1946) and Lohta 
(l%3) dunng the early I94()s. Although Dev 
and Lohia were regarded initially os socialists 
of some sort, the discourse of each was basically 
populist and nationalist. Hence, the exploiter 
is depicted by them as external, the Indian 
peasant is equated with ‘nature’ (= ‘pure’/ 
untaintcd-by-the-city) and is accordingly 
regarded as an uncorrupted and thus a 
revolutionary subject. By contrast, the urban 
worker is ‘tainted-by-the-city’, corrupted by 
colonialism, and thus no longerarevolutionory 
subject. The urban proletariat in metropolitan 
capitalism is in their perception doubly tainted: 
simply by virtue of its combined urban/colunial 
'otherness', therefore, it can no longer be 
considered revolutionary. The latter mantle 
has passed instead to 'colonial toilers’ in general 
and peasants in particular, who in the view of 
populists such os Lohia would challenge and 
destroy capitalism. It is perhaps not without 
significance that Ronga resigned from the 
Congress Party in the early l9S0s, accusing 
it of being against farmers, and went on to form 
first his own peasants' party, the Krishok Lok 
Dal. and then in 1959 the conservative 
Swatantra Pony, of which he remained leader 
until the early I97()s [Erdman 1967]. 

Hence, the view (Fanon 1963:103)that: '...the 
rebellion, which began in the country districts, 
will filter into the towns through that fraction 
of the peasant population which is blocked on 
the outer fringe of the urban centres, that 
fraction which has not yet succeeded in finding 
a bone to gnaw in the colonial system. The 
men whom the growing population of the 
country districts and colonial expropriation 
have brought to desert their family holdings 
circle tirelessly around the different towns, 
hoping that one day or another they will be 
allowed inside. It is within this mass of 
humanity, this people of the shanty towns, at 
the core of the lumpen-proletariat that the 
rebellion will find its urban spearhead. For the 
lumpen-proletoriat, that horde of starving men 
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uprooted from their tribe and from their clan, 
constitutes one of the most spontaneous and 
the most radically revolutionary forces of a 
colonised people.' Not only does this 
Toinanticisation of the urban lumpen-proletariat 
as potentially revolutionary continue to pervade 
analyses of the contemporary urban informal 
sector economy in the so-called third world 
(e g, Scott 1994], but - like the 'peasant-ness' 
of the agrarian myth as perceived by 
postmodern ‘new’ populism - this kind of 
alienated/marginal existence is also represented 
as a locus where the poorly-remunerated and 
highly exploited self-employed realise 
'empowerment'(eg.Scott 1985a: l9lfr;Nunez 
1995; Sherman 1992- 75-74, 179; Latouchc 
1995 I27ff| 

35 Marcuse (1970: 85): ‘These masses', he 
continues, ‘can perhaps now be considered the 
new proletariat and as such they are today a 
real danger for the world system of capitalism'. 
For similar claims, see also Marcuse (1970 
93. 94-95. 100-101; 1976; 72), where ht- 
recognises not just that such opposition iraght 
be mobilised as easily by the political right 
as by the left but also that asucccssful overthrew 
of the capitalist system can only be achieved 
by the combined opposition in metropolitan 
and third world contexts 

34 On these points, see Fanon (1%5: 99) ;ind 
Marcuse (1969 56-57). About the revolu¬ 
tionary role of apeasantry ignored or dtsdained 
by political parties. Fanon (1%3: 48) notes; 
‘it IS clear that in the colonial countries the 
peasant .s alone are revolutionary, for they have 
nothing to lose and everything to gam The 
starving peasant, outside the cla.ss system, is 
the first among the cxploiled to discover that 
only violence pays’. 

35 For the dental of the lumpen-proletariat as a 
revolutionary force, sec Marcuse (1969: 51; 
1970: 73) Accepting that it may ‘[regress] to 
bourgeois or. even worse, aristocratic ideo¬ 
logies'. Marcuse (1969: 52) nevertheless 
persi.sts in identifying the lumpen-proletariat 
as the bearer of ‘a new, spontaneous solidarity' 
There is much historical evidence to the effect 
that not only is the lumpen-proletariat not 
revolutionary but that it is much rathercounter- 
revolutionary In the case of Johannesburg in 
the early 20iii century [van Onselen 1977]. for 
example, the criminal activity (= ‘resistance’) 
of urban gangs whose members were a de- 
peasantised lumpen-proletariat resisting 
proletananisaiion and seeking instead a process 
of re-peasantisation, was directed agairest black 
migrant workers (from whom they stole and 
by whom they were feared). 

36 On these points, see Fanon (I955- 56-57) and 
Marcuse 0969; 9). 

37 For the epistemology of this 'resistance' based 
on what Foucault similarly categorises as a 
politically non-specific process of individual 
'critique', see Miller( 1995:501 -.505). In what 
he accepts’ is ‘a celebration of the petite 
bourge/iMie', Scott (1985a; 185, 186) places 
the agency of the latter at the centre of his 
ubiquitous 'everyday-forms-of-resistance' 
theory and similarly invokes ‘a libertarian 
reason' for believing that 'tlic petty bourgeoisie 
rcprc.scnts a precious zone of autonomy and 
freedom in state systems increasingly 
dominated by huge bureaucratic institutions’. 
The extent of theoretical/political confu-sion 
IS evident from the fact that for .Scott (l98Sa; 
I %-97) the petty bourgeoisie (=the peasantry) 


are the ‘natural* bearers of socialism, a view 
which he derives in turn from the mistaken 
beliefthat ‘the populorownership of the means 
of production’ is the same as common 
ownership. Unsurprisingly, therefore, 
socialism is for Scott simply the result of non¬ 
class-specific 'from-below' grass roots 
gnobilisation by ‘the popular', a view which 
ignores the fact that peasant smallholding 
entails (individual/pnvate) property relations 
which are incompatible with common 
ownership of the means of production. 

58 The .same is true of Bataillc (1985; 1991; 
1994). another postmodern precursor who not 
only lamented the loss of myth entailed in 
progress/modemity but also celebrated the 
cleansing effect of 'primitive' violence as a 
‘natural ‘ re-afTimiation of myth in pre-capiialisi 
soc'al formations akin to the elemental/ 
destructive force of 'Nature' itself. 

39 For his critique of progress, see Sorel (1969) 
For the link between .Sorel's theory and the 
French political nghi, see Wilde (1985). The 
descriptionof.SoreKWilde 1985.16)as‘neither 
a political or srreial thcon.sl but merely a cntic... 
his views regarding the distnhution of political 
and economic power are limited to abhorrence 
of the status quo.. he remains linniy on the 
side of intuition when dealing with the potential 
forecs tor liberation from the stranglehold ol 
democratic society’ might apply |ust as 
accurately to many ‘new’ populist/posimodem 
texts. 

40 For the importance of myth, see Sorel (1916 
22f0: for the centrality of the invocation of 
mythical/traditional/rcligious/s.'icredthemesto 
the process of fascist mobilisation, sec Mosse 
(1978) 

41 Not only does this 'spontaneous'/'elemental' 
charactensation apply also to the way posi- 
modemi.sm and 'resistance' theory interpret 
agency but, the claims to accurately represent 
an authentically ‘from below’ discourse about 
moailisation notwithstanding, both the former 
.share what is actually a patronising attitude 
towards ‘those below’ (= talking-down-to-the 
'other'). a position that is not just politically 
disempowenngbut also wrong. Much the same 
point about talking-down-to-the-'other' has 
been made by Larsen (1995; 282, 285), who 
observes; ‘Those super-exploited and 
oppres.sed at the periphery, become pegged 
with a sort of sub-political consciousness, as 
if they couldn’t or needn't see beyond the 
sheer fact of survival.. [poslmodcmismj rests 
on an intellectual distrust of the masses, a view 
of the mass os beyond (he reach of reason and 
hence to be guided by myth. The Latin 
American masses have a long history of being 
stigmatised in this way by both impenol and 
creole elites.. [I]n the era of "postmoderaiiy” 
we are being urged, in exchange for a cult ol 
alterity, to relinquish this conception ol the 
masses as (he mtional agents of social and 
historical change, as the bearers of progress 
Given the increasing prevalence of such 
oristocratism, however it may devise radical 
cre-'entials for ilseif. it becomes possible ., to 
be seduced oy the false Nictzschcan regard for 
the masses as capable only of an unconscious, 
‘instinctual political agency’. .Significantly, 
this observation about ‘instinctual political 
agency' applies with particular force not just 
to Foucault or indeed to Marcuse but also to 
the .Sorelion concept of mythand its mobilising 
role. 


42 Texts obout/by the ‘new’ right generally include 
Phillips! 1982 46ff).Levitas(I986b).0aiifned 
and Fleming (1988), Gamble (1988), Habennas 
(1989), Gunn (1989), Sunic (1990). Cheles ei 
al (1991), Hoeveler (1991), Ford (1992). 
Eatwell and O'Sullivan (1992). Basu et al 
(1993). Gray (1993), Diggins( 1994), Gingncli 
(1995), Sorkar and Butalia (1995). Marumdar 
(1995) and Eatwell (1995) 

45 For the theoretical importance and political 
influence of de Benoist. see Sheehan (1980; 
1981), O’Sullivan (1992 174ff), Sunic (1990). 
Taguicff( 1994); lorTarchi. see Sacclii (1994); 
for Freund, sec Sunic (1990 158) and Ulmen 
(1995); for Miglio, see Campi (1994) and 
Gottfried] 1994); forEichberg, .see Bodemann 
(1986) and Biehl (1995), for llayck and 
Fnediiion. see Gamble (1988) and Shackleion 
and Lockslcy (1981 53ff, 87f0. for Scruton 
and Gray, .see Gamble (1988 161-62) and 
O'.Sullivan (1992 I75fn In terms of the 
practice linked to this theory, the North 
American right has exercised influence not 
only through penodicals such as The Puhlie 
Interest. Commentary.an>iTheNev\ Criterion. 
but also via foundalions/institutcs (Heritage 
Foundation American Enterprise Imtitatci. 
de Benoist was instrumental m the foundation 
of the umbrella group forthe F,uro|x:un political 
nght, Groupement de Ret herehe et d'Etudes 
flour la Civilisation Europeeiine (GRECE) 
while Scruton (and others) exercised agenda¬ 
setting influence on Thatcheri’c discourse in 
Britain via rightwing ‘think-tanks’ (in, bich 
see Cockett 1995] 

44 For the influence on the 'new' right ot Evola 
and Schmitt, together with their general 
theoretical/political importance, .see .Sheeh’an 
(1981). Sunic (1990 45ff). Bendersky (1983), 
Ward (1992- Ch 8), Sacchi (1994 7211) and 
Eatwell (1995- 202ff) 

45 For an example of this kind of aigumenl. see 
among many others Phillips (1982). Coltfricd 
and Fleming (1988, vii-viii). .Sunic (1990 
6-7).Piccone(l994 7,9-10.1 l-l2.20).Sacchi 
(1994. 71), Latouchc (Sacchi 1994 76. de 
Benoist 199.5. 79], Benvenuto (1994). de 
Benoist] 1995.73fn.andTarchi(199.5-181ff). 
Significantly, the cl,iim that the lefl/nght divide 
no longer inform-s political thcory/practice 
emanates invariably from lexis which sub¬ 
scribe loa'ncw'-populisi/'new'-nght position. 
Equally unsurprising is the fact that in place 
of the icft/nght opposition such texts offer 
the ‘a-polilical‘/'ahove-politics‘/(‘common- 
.sense') interpretation based on (in economic 
terms a tension-free) 'community' where 
'olherness' takes the form of cultural 
'difference' 

46 The most sustained claim for the existence of 
a political/epistemological break between 
'new' and 'old' right discourse relates to the 
question of gender/sexual identity, issues over 
which the traditional right has exercised an 
authorifanan hold. Although adhering to what 
is ostensibly an enlightened view on issues of 
gender and sexual identity, the European 'new' 
right nevertheless incorporates this within the 
framework of the historical right. Accordingly, 
the European 'new' nght attributes female 
oppression and homophobia specifically to 
Chnstianity, and claims that paganism would 
result in a 'natural' process of gender/scxual 
empowerment jWegierski 1994; 59-60). 

47 Accepting the presence of continuities in the 
discouiseofthe ‘old’ and 'new' right,apologists 
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for the latter hasten to utter strident disclaimers 
which nevertheless fail to persuade Hence, 
the assertion by Picconcf 1994.22)that: '[Flar 
from con.stituting any kind of public danger.. 
the French New Right, notwithstanding its 
uKscssive opposition to any kind of admini¬ 
stratively imposed equality Iwhich may be Us 
only remaining link with the Old Right) has 
made a significant contribution (to current 
political debate] at a time when original ideas 
are hard to come by As such, it dserves to 
be taken seriously ’ Adler( 1994:26) similarly 
maintains that the 'new' right 'has nothing 
whatsoever to do with “fascism" as such’, as 
do Wegierski (1994- 69) and Gottfried 
(1990. X). while Tagiiieff (1994: 34-.1.‘i. 39) 
insists on the presence of a divergence between 
(he early/fascism and late/'anti-fascism' of de 
Henoist. claiming that (he current emphasis of 
the latter on 'othemess'-as-culture represents 
not (ust an epistemological but also a political 
break with his previous view of ‘othemess’- 
as-biology. The views of dc Benoist have 
received endorsement not only from Jean- 
Mane Le Pen. leader of the French National 
Front, but also from Raymond Aron, the cold 
wamor of old. who now defends the right 
ofde Henoist ‘to be heard' [Taguieff 1994- 
49-50, Marcus 1995: 22-24] Unsurprisingly, 
Gianfranco Fini, leader of the far-nght M.SI/ 
AN (Mnvimenw Siicialr ftalumo/Alleama 
Nazionale). now proclaims himself a 'post- 
fascist'. and Marco Tarchi. another Italian 
'new' nght leader, has aigued tliat it is necessary 
to stress the term 'new' and not the term 'right' 
[Wegierski 1994: 55|. 

48 Somewhatingenuously. Wegierski (1994.65) 
protests that the European ‘new’ nght ‘cannot 
be held responsible for the adoption of some 
of its ideas by groups such as Le ^n's National 
Fnint. or the Anglo-Amencan or German far 
right'. Just why traditionally right-wing 
political parties would incorporate the 'fresh' 
ideas of 'new' right intellectuals if these were 
in any way fundamentally opposed to or 
incompatible with the/iroyeerof the historical 
(= ‘old’) nght is a question that is rarely asked. 
Since the combined discourse-for/discourse- 
against of the nght is above all a tmibilixinf; 
ideology, what seems to have actually occurred 
IS that the politically-unacceptahic views of 
(he ‘old' right have been not so much discarded 
as hidden. This is home out by a number of 
sources, not least the observation (hat during 
(hcimd- I9‘7()sthe Italian 'new' right continued 
to endorse ‘an organicist concept of the world 
founded on a rank order among identities that 
differ because of their ongins, development 
and functions' [Socchi 1994: 74] 

49 Because the discourse of the 'new' populism 
is cloaked in the ideology of ‘common .sen.se' 
(= a 'naturalness' that denies the efficacy/ 
existence of political alternatives), the occur¬ 
rence and extent of its rightwards shift 
frequently goes unrecognised by many 'new' 
populists themselves The response of the latter 
to anyone who points out the affinity between 
(he 'new' populism and the ‘new’ right is thus 
one of incredulity, or worse. Shortly after my 
review [Brass 1995a] of the ‘impasse’ 
appeared, I was left in no doubt as to what 
‘worse’mightentail inanacademieequivaient 
of road rage, one of the exponents of the' 
impas.se’ criticised on precisely these grounds 
personally confronted me in my faculty room 
in Cambridge and, having burst unannounced/ 


uninvited through my door uttering abuse and 
threats (hts aggressive body language 
suggesting that physical assault was imminent), 
proceeded to expostulate at length about the 
review. Although he claimed (hat it had gone 
beyond (he accepted boundaries, when asked 
what these were, who defines them and how. 
he was unable to provide any answers. Agreeing 
that, as had been pointed out in the review, 
he had failed to mention the importance for 
political change of property relations, and that 
he should have in fact done so. he finally 
departed in a rather more subdued manner. 

.50 For the equation by those on the 'new' right 
of their own views with populism, see for 
example, Gottfried and Fleming (1988:21 -22, 
77ff. 92f0. Glendening (1994), and Taguieff 
(1995). This self-identification is also (rue of 
some postmodern texts, where a ‘new’ populist 
influence is tacitly acknowledged. Forexample, 
Isaacman (1993. 264), who edits and 
contributes an essay on rural social protest in 
Africa to a collection [Cooper, Mallon. .Stem, 
Isaacman, Roseberry 1995] advocating the 
replacement of Marxist theory about deve¬ 
lopment by postmodernism, acknowledges the 
influence of Boyte (1986). a prominent com¬ 
mentator on and exponent of the ‘new’ 
pO| jhsin [for details of which see Reed 1992' 
167-68. 197-98]. This is reciprocated by 
Boyte (1986: ix) himself, in an acknowledge¬ 
ment of Isaac man’s influence on hisown views. 

51 The link between the events of l%8. which 
signalled the global emergence of new social 
movements, and the ‘ new ’ populism is a matter 
ofrecord[see.forexample.Kazin l995:Ch 8]. 
On the importance of 1968 for Foucault, and 
of Foucault for l%8, see among others 
Rabinow (1984.58), Foucault (1991:135-36). 
and Eribon (1992: 122. 124, 135-36): for the 
1968/Fanon connection, see Katsiaficas 
(1987-74) and Fraser (1988:70): on the 1%8/ 
Marcuse connection, see Marcuse (1969. ix, 
22), Katsiaficas (1987; 22.126,223,229-30), 
andFra.ser(l988:49,106-7,124-25,141,143. 
144). It must be einphasi.sed (hat, unlike 
criticism of the political legacy of the events 
of l%8 which identifies it as too left-wing, 
the position taken here is that by contrast it 
was not left-wing enough. For the emergence 
of the ‘new’ nght dunng the 1960s and early 
1970s, see Phillips (1982: 46), Gottfried and 
Fleming (1988; 37ff, .59ff. 77fD, Wegierski 
(1994: 56). and Kazin (1995; 222ff). The 
conjunclurally-specific origin of (his ‘new’ 
right/'new’ populist convergence is also noted 
by Sacchi (1994: 72-73). who observes that. 
‘Evola’s philosophy became an important point 
of refcreiice... lor a younger generation of 
political activists who grew up in the middle 
of the economic boom of the late I9.5()s and 
I96()s. For these people (including most of the 
future leaden of (he Italian New Right) who 
chose the "'rong side, Evola provided an 
organic and coherent Weltanschauung to 
oppose their peers in (he mainstream culture 
in the l%()s. Of course, the fascination with 
Evola's work in esoteric eastern cultures also 
had to do with the spirit of the times - a period 
when there was a quest among the young for 
alternatives to western materialism and 
bourgeois lifestyles’. Although the received 
wisdom IS (hot (he ‘new’ right in North America 
emeiged as a reaction against the events of 
l%8. such a view overlooks the extent to 
which the fonner was able to incorporate the 


latter, insofar os it entailed opposition to the 
expansion of large-scale factory production 
and its accompanying process of urbanisation 
on the one hand, and on the other advocated 
a decentralisation to and restoration of rural, 
community-based artisan production (‘small- 
is-beautifuD, therefore, ri^t-wing libertarians 
(e g. Rothbard 1970: 291] had no difficulty 
in identifying with much of the ideology which 
characterised the events of 1968 What is 
frequently overlooked is that anarchist views 
about the desirability of political 
dccentrali.sation and individual freedom/self- 
empowennent coincide with the view of the 
libertarian right concerning the importance of 
the competitive ‘choice-making individual in 
the context of the ‘minimal’ state 

52 On the primacy of cultural struggle generally 
and the ‘Gramsciism of hte Right’ in particular, 
sec Levitas (1986a). Sunic (1990; 29ff), 
Wegierski (1994: 63). Sacchi (1994; 71) and 
Kazin (1995: 246, 248). Wegierski makes it 
clear that it is not the Marxist but the populist 
content of Gramscian theoiy which has been 
appropriated, while Siiiiic (1990 4, 35fO 
displays evident confusion about this process 
by implying that such an appropriation 
constitutes evidence of the extent to which the 
‘new’ right is politically progressive m outlook 
(= ‘European Leftist Conservatives’) 

53 The potentially reactionary political implica¬ 
tions of (his populist approach ore nowhere 
better illustrated than in the admissioii by 
Ficconc (1994; 20-21 note 19) that the 
unproblematic endorsement ol any/every 
‘from-below’ discourse may indeed involve 
the acceptuncc/advocacy of slavery and/or 
racism. 

.54 Sec, forexample. Marcu.se (1969, vii) The 
opposition by many postmodern ‘new’ 
populists to the curreni spread into the so- 
called third world ot North American or 
Euroceninc cultural universals overliKiks the 
fact that the lattei are themselves the product 
of a universal eimm/iiii proccs.s, capitalism. 

55 For the onti-Amencanism ol de Benoist and 
the European ‘new’ right, .sec Taguieff (1994 
48) and Wegierski (1994. 68) 

.56 Forexample, during the 19.3()s Oswald Mosley 
(1932. 62-60). leader of the Bntish Union ot 
Fascists, not only espoused anti-Americ:uiism 
but did so for precisely the same reasons as 
(he European ‘new’ nght docs now Just as 
the anti-Ainencani.sm of (he BUF was linked 
to increased competition from the US capital 
in markets traditionally dominated by Bniain. 
therefore, that of the European 'new' right is 
similarly linked to curreni inter-capiialist 
nvaliy in international markets. 

.57 On these points, .sec Faiion( 1963-75ff; 1967; 
125). 

58 Texts by ‘new’ populists which for these 
reasons either explicitly or implicitly ques- 
tion/dismiss (he possibility/dcsirabilily of 
progress include Shiva( 1988:1991), Latouche 
(1993) and Richards (1985). For the 
technophobia and opposition to progre.s.s on 
the part of the ‘new’ right, see Wegierski 
(1994: 56). 

.59 See Bailey (1958) for the significance of the 
rejection by Nietzsche, Spengler. Pareto, 
Ortega y Gasset and l.e Bon of a linear 
conception of history and their views regarding 
the non-achievieability of progress as 
characten.sed by the rise of ‘mass society’ and 
a civilisation in decline. 
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60 Unlike the political left, both the ‘new’ 
populism and the ‘new’ right maintain that 
since the grass roots are ‘naturally' con¬ 
servative, there is consequently little point in 
attempting to radically change the existing 
structure. The very possibility of ‘progress’ 
is thereby deemed not merely undesirable but 
unrealisable. While the political left also 
accepts that the grass roots may currently be 
conservative, it parts company with both the 
‘new' populism and the ‘new’ right in that it 
contextiialises/hisioricises this situation, with 
u view to changing it. In short, unlike either 
the ‘new’ populismorthe ‘new’ right, Marxists 
see nothing ‘natural’ or enduring about this 
conservatism 

61 For the rejection of historical linearity by Evola, 
see.Sacchit 1994 72)andFjitwell(199.S 2t)2). 

62 On this point, compare Fanon (1963: 33) and 
Bhabha (1987) The irreducibility of cultural 
‘othemcss’/’difrcrence’ was of course a prin¬ 
ciple which those on the ‘old’ nghi extended 
to colonial subjects. Asked whether he would 
imposeaculturally ‘other’ education oncoloni- 
sed India, for example, Mosley (19.36: 86) 
replied. ‘We fthc BUF] will certainly attempt 
the education of the Indian masses, hut not on 
western lines The mistake has been the 
imposition of western culture on oriental life.. 
Under Fascism. Indian leaders will ansc to 
carry forward theirown traditions and cultures 
within the framework of Empire..' (emphasis 
added) The same pnnciple informed the policy 
of ‘separate development’ that structured the 
apartheid system in while .South Africa. 

63 For examples of ‘new’ populist texts which 
alinbiiie underdevelopment in the so-called 
third worldtoanon-transcendcntal ‘difference’ 
which IS equaled with cultural einpowenneni, 
sec Latmichcl 1993), .Shiva( l988).Scutt( 1985; 

19‘M)) and those asswiated with the .Subaltern 
Studies, the new social niovements and the 
'impa.sse' framework [on which, see Bra.ss 
1991, 1993. I9‘>5a; l99.Sb]. 

64 For the views of de Benoist and the French 
National Front conceniing ‘difference’, see 
Piccone (1994-10) and Adler (1994:26ff); for 
the centrality to conservatism generally of 
‘difference’, see Epstein (1970- 115) and 
Gottfried and Fleming (1988, ix-x). In fact. 
It is difficult to think of a nght-wing discourse 
- either ‘old’ or ‘new’ - which does not imply 
tlie existence of ‘difference', it is clear, for 
example, that the ‘perspectivism’ (= ‘point of 
view' = plurality ol perception) of Ortega y 
Gasset (I % 1.86f0 is an earlier invocation of 
‘difference’. That the seemingly neutral 
concept of ‘citizenship’ which is ideologically 
central to the new social movements framework 
is similarly compatible with appeals to 
difference’ in the mobilising discourse of the 
‘new’ nght is clear from Kazin (1995: 227. 
246). who shows how the populksm of the 
Amertcan ‘new’ right has been informed 
(among other things) by a notion of white 
cili/.unship. 

65 According to Wegierski (1994:61), therefore. 
The ultimate goal (of the ‘new’ right) is the 
Europe of a Hundred Flans - a patchwork 
quilt of colourful, traditional principalities’ 
(original emphasis). His claim that such 
emphasis on small-scale a.s distinct from large 
‘homogenising’ territorial units constitutes a 
departure from the ideology of the ‘old’ right 
is wrong, since what is central to the discourse 
for of the political right is that any organisational 


unit - whether large or small - is based on 
a ‘natural’ kinship/ethnic/naiional identity. 

66 ‘Thus the “niuive French had a right to preserve 
the integrity of their culture against the 
‘invasion’ of third world immigrants, the 
primary source of all France’s ills. This was 
a new and highly effective way of rendenng 
racism (illegitimate in its biological- 
hierarchical fonn) acceptable: it became the 
basis of the (French] National Front’s 
programme” (Adler 1994: 26). For the claim 
that, with the exception of ‘extreme fnnge 
elements’, American conservatism is no longer 
racist, sec Gottfried and Fleming (1988: xii) 

67 On this point one commentator (Soucy 1995 
152) observes: ’(lit would be unhistoncal to 
make racism a litmus test for all fascism.. The 
major bonds between German, Italian and 
French fascism before 1940were anti-marxism 
and anti-liberalism, nut racism and anti¬ 
semitism’. It IS anyway necessary to note that 
'scientific' racism associated with the ‘old’ 
right has not only nut di.sappeared but is now 
m the process of making a comeback (on 
which see Kuhn 1995). 

68 In two important texts about the epistemology 
of what he termed the new racism. Barker 
(1979; 1981) attributes its (re-)formulation in 
British politics to the last of three speeches 
made by Enoch Powell in 1968. in which the 
latter stated that ‘difference’ was ‘a matter of 
culture and assimilation, not race’ (1981.39- 
40). Interviewed on British television in 1969. 
Powell denied that he was in fact a raci.st, 
since: ’[I]f by racist you mean a man who 
despises a human being becau.se he belongs 
to another race, or a man who believes that 
one race is inherently superior to another in 
civ'i.sation, then the answer is emphatically 
no’. In the US dunng the mid-1970s, the 
ideology of the Klu Klux Klan was undergoing 
a similar kindof metamorphosis (.Sargent 1995: 
142): ‘The Klan believes in England for 
Englishman, France fur Frenchmen. Italy for 
Italians, and America for Americans: Is there 
anything objectionable about thist The Klan 
is not anti-Catholic. anti-Jcw. anti-Negro, anti- 
foreign, the Klan is pto-Protestant, and pro- 
American'. 

69 Wnting in the 1930s. Ortega y Gasset (1950 

12- 13) gives classic expression to this fear of 
‘mass man’ and the loss of cultural ‘difference’/ 
‘otherness’. 

70 Both the ea.se and the significance of extending 
the pnnciple of ‘difference’ from the domain 
of ‘the cultufaT to that of ‘the economic’ 
should not be underestimated. Just as the 
relativism of ‘popular culture’ in tlie realm of 
ideology licenses postmodern aporia. so 
relativism in the realm of economics confers 
acceptability on and thus licenses the laifset- 
faire doctrine of neo-classical economic theory 
(i e, unto each his/her own - or no ‘meddling’ 
by (he state). 

71 This view is implicit in much con.servativc 
writing. In the case of Ortega y Gasset (19.5()- 

13- 14). for example, the perception of a threat 
posed by (and hence opposition to) the 
emergence of ‘mass man’ is clearly linked to 
(and indeed, a reaction by) his own radically 
aristocratic interpretation of history’ It mu.st 
be emphasised that such ‘anstocratism’ is not 
incompatible with an endorsement of grass 
ikoLs empowennent, much lather the contraiy. 
it docs, however, insist on a particular kind 
of grass roots empowerment (and thus 


discursively places liirols on this process) It 
‘others’ or ‘thosebelow’ want in turnto invoke 
andexcrcise an analogous form of‘difference’ 

- a specifically i uliui <il otic - then in the view 
of those on the political nght this is not lusi 
fine but - since it adheres to the same pnnciple 

- is actually to be encouraged, so lung as ii 
does not undermine or threaten the ‘dis¬ 
tinctiveness’ of the existing ruling chess (like 
an arisiocracy), the culture of which is built 
on (and indeed symbolises) its own ei onomu 
power. Two points can be made in this 
connection First, this is one of the reasons 
why historically the nghi has always objected 
(in terms of a culturally-eroding impu.siiion of 
‘sameness’) to the invocalion by tlaisc on the 
left of univcixals. And second, this is precisely 
the way in which the political right imbues 
its discourse with a spuriously ‘democratic’ 
vener: by invoking the right to ‘cultural 
difference’ in tins manner it not only protects 
the ecomiinie interests of the ruling class but 
docs so in a way that is apparently innocent 
politically and even disinterestedly plebeian 

- the basis of the ‘new’ populism, in other 
words 

72 It comes as no siirpnse that ‘new’ populist 
arguments about cultural ‘otherness are now 
being deployed by those on the polilic.'il nght 
to defend tlie employment of unfree lafroiii ii< 
the so-called third world Thus, for ex.iniple 
at the European union and Asian summii '.ii 
March 1996, heads of govemiiH-nt in iIh- l< iiiiiei 
were warned by lheircoun<eii..i>islioiiii miia 
Japan. South Korea and ncASI A\iouoiii>s 
not to raise as an i.ssuc the quesiion ol clie.iti 
labour, child labour and poo- woikin.c 
conditions in the latter co: :le' i < m Ihe giomid 
that these were‘cultural’Is . ,s-|<ecilii n iiic 
nations concerned (on which J'.lui I <',^cr, 
‘Talcs from Tigerland', New Sui'- , and 
Society, February 16, 19%) To aiuiiipt to 
apply universal standards on child labour, it 
was argued, was a Eurocentne imposition on 
Asian contexts of inappropriate (= ‘other’) 
‘cultural’ values In much the same vein, one 
nco-liberal econoini.st (Rhagwati 1995) has 
suggested that legislation which outlaws child 
laNiur is a discnminalory practice that is anti- 
competilive and thus an obstacle to free trade. 
Acconlingly. he endorses the use of child 
labour, which in many so-called third world 
contexts is unfrec, since in his view it rightly 
permits those employers who use it to undercut 
and outcom|K'te those who do not. a situation 
of competitive advantage which many less 
developed countnes generally -but not always 
- have over meirnpolilan capitalism What is 
particularly significant about this is the way 
in which such exploitation is justified' claiming 
that‘diversity oflabour practices and standards 
IS widespread and reflects.. diversity of cultural 
values’, therefore, Bagwati (1995. 28) - like 
the heads of government at the A.sia/EU summit 

- defends unfree labour in the name of a 
culturally-spccific form of national ’otherness'. 

73 On these points, see Fanon (1%3.73, 88-89, 
109) ‘The traditional chiefs are ignored’, he 
complains (I %3.91), ‘the old men, surrounded 
by respect inall traditional societies and usually 
invested with unque.slionable moral authority, 
arc publicly held up to ridicule.' 

74 Marcu.se (1970:75). 

75 On this point, sec Foucault (1971; 1978) 

76 Miller (1993:324. Symptomatically, in 
expres.sing support for mass mobilisation 
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against the Shah in Iran dunng 1978, Foucault 
endorsed the subsequent exercise of theocratic 
rule as a form of 'political spirituality' [Miller 
1993;306fr|. What was important for Foucault, 
therefore, was the fact that Iranians were 
attempting ‘to change not only the form of 
government but the shape of their everyday 
lives, casting off “the weight of the order of 
the entire world*' Inspired by a "religion of 
combat and sacriricc", they had forced an 
authentically “collective will" . (Miller 
1993 .309] Not only did this constitute an 
idealist as distinct f^rom a matenalist inter¬ 
pretation of the Iranian revolution, but what 
Foucault appears to have found most desirable 
in this 'resistance* was precisely its most 
reactionary element (=dealh/sacriricc/religion/ 
mysticism). Insofar as it involves for Foucault 
the rejection by those 'from below* of 
modernity in the name of a pre-modern 
ideology, this .suggests that - like Rousseau 

- Foucault subscribes to a notion of a pre¬ 
capitalist 'general will' that was both good and 
rooted in an instinclivc/elcmcnial force of 
'nature'. 

77 For more details on these points, see Brass 
(1991, 1993; l99.Sa. 199,3b) 

78 For a similarly orientalist invocation of the 
'Asiatic soul* as instinctively 'different', the 
tradition-embedded 'other' of ralionalistii, sec 
Ortega y Gasset (1961.49,64-65,68.74.79) 
‘This romanticised past is important', observes 
Wegierski (1994: 58), ‘because many of the 
(the European 'new' right) referents, such as 
paganism, naturalism, particularism, a son of 
feminism, and ecology, are predicated on it' 
That the origins of much contemporary 
academic conservative third-worldism arc still 
to be found in the agrarian myth is clear from 
many sources, not least those written by 
conservatives themselves A prominent 
exponent of con.servativc third-worldist views 
[Berger 1979'168-69] observes' 'One funny 
thing that happened to me m the third world 
was that I developed a strong sympathy with 
tribalism I gamed an enormous respect for 
tlie positive values of such intact premodem 
communities as still exist in the third world 

- communities of kinship, tnbe, locality, and 
region - and the frequently moving efforts to 
preserve these communities under the violent 
pressure of modernisation*. 

79 For the elements composing the discourse 
about a pie-capitali.st ‘golden age', .see Eliade 
(19.54) 

80 On the link between the anti-Amcricanism and 
pro-third-wnridism of the European ‘new’ 
nght, seeTaguieff (1994), Wegierski (1994:63- 
64). and Socchi (1994-72) It should be noted 
that the American ‘new* right also espouses 
what It regards as pro-third-worldist views 
[Cottfned and Fleming 1988:68] 

81 On this point, see Wegierski (1994:57-58) and 
Taguicff (1994:48). Not only does Lyotard 
equate postmodernism with paganism but he 
also appears to identify the latter os the basis 
for an instinctual/innate form of political/ 
eihical/aesthetic judgment [Lyotard and 
Thebaud 1985'15-16]. It is clear that some 
elements on the ‘old* right (eg, Mosley 
1936:# 10] alsocspoascd a form of polytheism. 
It IS nut without significance that polytheism 
is also compatible with an existentialist concept 
of ‘choice' that is not dissimilar to the self- 
empowenng choice-making subject at the 

• centre of neo-classical economic theory. 


82 For the pre-ecological/environmental-preser- 
vationist views of individuals/institutions on 
the European ‘new* right - such as Evola. de 
Benoist, GRECE. and Henning Eichberg-see 
Bodemann (1986), Taguieff (1994:35 note 7) 
and Wegierski (1994:56, 62-63). 

83 The ‘new nationalists* of the 'new' nght. such 
as Eichberg. oppose 'state centralist industrial 
[= socialist] societies [since] highly techno¬ 
logical industrial systems colonise the peoples 
in the world [and] deprive them of their national 
and cultural identity [cited in Bodemann 
1986:151]. 

84 Linked to this is the fact that, since ecological 
theoty/practice in its current form is largely 
incompatible with development, it posits 
'natural* limits toeconomic growth and thereby 
hands the control of resources to specific elhniiV 
cultural groups, also deemed 'natural'. 
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Historical Paths of Capitalist Development 

in Agriculture 

Some General Implications in Indian Context 

Sakti Padhi 

On the basis of a discussion of the contrasts and convergences in the nature of social property systems, mode 
of organisation of production, etc, for a set of cases of western countries, this article attempts to identify the 
general principles underlying the emergence of full-fledged capitalist agriculture, some of which .stem from the 
specific characteristics of agriculture. 


ONE question which has been much dis¬ 
cussed (what has come to be well known as 
the so-called mode of production debate in 
Indian agriculture) is whether a certain 
proeess of technological change (however 
explained) along with some other conditions 
have brought about a capitalist trans¬ 
formation of Indian agriculture, particularly 
in the post-independence periixi. The puqjose 
here is not to engage with the debate as such, 
but to implicitly suggest how the latter was 
in gene, al characterised by a kind of historical 
impressionism. This IS unfortunate and rather 
strange, given the essentially Marxist terms 
of the debate. In this connection, the present 
study has the following specific purpose; to 
lorm a proper historical perspective on the 
dynamics (logical conditions) of capitalist 
transformation in agriculture, it seems useful 
to analyse the historical conditions out of, 
and under, which a dynamic capitalist agri¬ 
culture grew in some countries of the west. 

It should be immediately added that the 
aim here is nut to discover a general theory 
of transition to capitalist agriculture from the 
European expencncc, but only to identify the 
kind of questions relevant for studying the 
process of transition to capitalist agri-culture 
in a concrete. non-Euorpean context. 

In the process, what I want to emphasise 
is the diversity of the paths of agrarian 
transition within the western world. For this, 
I deal with the agrarian history of a few 
selected countries in .some detail, starting 
with the classic case of England which has 
been overstudiud relative to the contrasting 
experiences ot some other western countries. 

1 

English Path vs French Path' 

Roughly by the middle of the 15th century, 
the peasantry in England, as in most of western 
Europe, was largely able, through organised 
resistance (helped no doubt by a favourable 
land-man ratio following the demographic 
collapse of the mid-l4lh century; growth of 
towns, etc), to free itself from lordly surplus- 
extraction by means of extra-economic 
coercion, including unpaid labour-rent and 


thus paving the way for winning for itself 
free mobility. This gave rise to a society of 
free peasants, some holding their land on a 
roughly contractual basis from the landlords, 
others having achieved very nearly a freehold 
status [Brenner 1976:39]. Even though 
peasant tenants, during this protracted period 
of struggle for abolishing feudal control, 
were also striving hard for full and essentially 
freehold control over their customary 
tenements it appears that there were two 
major strategies available to the English 
landlords which were successfully carried 
out for short-circuiting the consolidation of 
pcasa> t freehold [Brenner 1976:61-62]. 

First, the demographic collapse of the late 
14th and ISth centuries left vacant many 
former customary peasant holdings. There 
is a fair amount of evidence to the effect that 
it was often possible for the landlord to 
assimilate such holdings into his demesne. 
“In this way, a great deal of land was simply 
removed from the ‘customary sector’ and 
added to the ‘leasehold sector', thus 
thwarting in advance a possible evolution 
towards freehold...’’ [Brenner 1976]. • 

Second, one major way in which the 
English landlord was able to undermine the 
tendency of customary tenures towards 
freehold was to charge fines at will whenever 
pea.sant land changed hands through sales/ 
inheritance. “Indeed, in the end entry fines 
appear to have provided the landlords with 
the lever they ne^cd to dispose of customary 
peasant tenants, for in the long run fines 
could be substituted for competitive com¬ 
mercial rents” [Brenner 1976]. An indirect 
evidence for such efforts by the landlords 
was the fact that, throughout the ISth and 
the first half of the 16th centuries, there were 
a number of peasant revolts in England 
around the theme of the security of peasant 
tenure, in particular the question of arbitrary 
fines. But such revolts wcreultimaiely largely 
unsuccessful. 

Moreover, there was the fact- which partly 
explains the above successful attempts by 
the English landlords to check the growth 
of freehold peasant property after the 
dissolution of serfdom - of an advanced level 


of intra-class cohesiveness (minimal intra- 
landlord conflict), hence political self- 
organisation of the English feudal nobility 
compared to that of any European ari stocracy 
[Brenner 1982:51-554]. Perhaps the clearest 
expression of this was the nature of social 
distribution of landed property. Thus, in the 
later 13 th century (1276) (Brenner 1982:45, 
58,85], English demesnes covered one-third 
of the cultivated .surface; another one-thtrd 
was held under villein tenure and was thus 
subject to arbitrary and potentially increasing 
dues of all kinds (tallages, fines, etc); the 
unfree tenants holding under this tenure were 
regulated by a private manorial court and 
held their land at the will of the lord. In the 
eyes of the king’s courts, which would not 
afford the villein protection against eviction, 
the land held under villein tenure was the 
lord’s land. Thus, even al this early date, only 
about a third of the cultivated area was held 
under lightly taxed freehold tenures. 

The contrasting situation in (northern) 
France is striking: here, for thc..samc lime- 
point. demesne covered only one-eighth or 
one-tenth of the cultivated land and the rest 
(85-90 per cent) of the land was held under 
‘cens’ tenure, with the right to inherit and 
effectively free from arbitrary feudal levies 
and thus essentially owned by the peasants 
(who were paying only about 9-10 per cent 
of their output to the lords under this tenure, 
as against some SO per cent of the villein 
tenants’ total produce extracted by EngFsh 
lords). Such a strikingly contrasting situation 
in the social distribution of landed property 
in France was related to, on the one hand, 
the low level of political self-organi.sation 
of the feudal nobility (and a high degree or 
intra-lord conflict) (Brenner 1982:55] and 
the cohesiveness of the French peasant 
communities (Weber 1981:74-75] - the 
peasantry, in addition, being strongly 
supported by the centralised monarchy 
[Brenner 1982:59). 

The demographic collapse of the mid-14th 
century made no difference to the relative 
extent of demesne land in France. This was 
because, in France, unlike in England, the 
deserted customary lands were largely 
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protected - and in this the French monarchy 
seems to have played a major role [Brenner 
1982:79] - from takeover by the lords; as a 
result, around 1450-1500, just about the same 
amount of land remain^ under demesne 
(now subject to economic rents i n the absence 
of labour-rent) as in the 13th century [Brenner 
1982:85]. Moreover, there is evidence that, 
during the early 16th century, French feudal 
lords made systematic and powerful attempts 
to evict the peasant farmers but did nut 
succeed largely becau.se of fierce peasant 
resistance (Brenner 1982:78]. In short, then, 
both in England and France, peasants enjoyed 
freedom of disposal of their total labour time 
but mostly without land in the former and 
mostly with land in the latter. (See below 
for a somewhat more detailed description of 
the French case). 

Therefore, it is not surprising to find that, 
by the end of the 17th century, for example, 
English landlords controlled an over¬ 
whelming portion - nearly 70 per cent - of 
the cultivable land and the freeholders (large 
and small) owned only about one-third 
[Thompson 1966:513]. 

Alongside the process of concentration of 
land in the hands of large landlords and 
gentry (which, it may be mentioned here, 
must have been facilitated by the custom of 
primogeniture inheritance), there was the 
corresponding prcK ess of development of a 
variety of different leaseholdmg arrange¬ 
ments, which embtxiied a novel form of 
landlord-tenant relationship. It was because 
of the failure of freehold peasant property 
to emerge on any significant scale that English 
landlords were in a position to revise rents 
or fines to impossible levels and thus evict 
Che small tenant at the expiration of his lease 
or copyhold. They were thus able to engross, 
consolidate, enclose and to create large farms 
and to lease them to capitalist tenant farmers. 
There is evidence that the English landlords 
were doing just this as early as the late 16th 
and early 17th centuries [Bowden 1967:694]. 

But the gradual emergence of this new 
organisation of production was not based 
only on a prior concentration of land in large, 
consolidated owneiship units, though this 
was a crucial precondition. The new type of 
leasing arrangements also meant that the 
large capitalist tenants entered into a 
symbiotic/partnership relationship with the 
landlords, which displaced a traditionally 
antagonistic relationship in which landlord’s 
exactions undermined tenant initiative. Under 
such an arrangement, the tenants “...were 
assured that they [the landlords] could take 
a rea.sonable share of the increased revenue 
resulting from their capital investments and 
not have them confiscated by the landlords’ 
rent increases...” (Brenner 1986:64]. 

It seems that the emergence of such a 
system of capi talis ground-rent presupposed 
a whole lot of conditions. An initial condition 


- which (as seen above) made possible the 
concentration of land ownership and the 
undermining and elimination over time of 
the peasant possessors - of course was the 
fact that the nobility “...was faced with a 
peatiantry whose rights had been too well 
established for a return to serfdom to be 
possible (unlike in Eastern Europe] but not 
sufficiently established to enable it to 
maintain control over the land when faced 
with seigneurial pressure” [Brenner 1982:83] 

A second crucial set of conditions must 
have been that which gave rise to a class of 
capitalist tenant fanners. Here we can point 
out some broad contours of changes leading 
to large-scale capitalist tenancies (though 
the evidence relating to the details of the 
process is somewhat scanty). First of all, 
there i, .some evidence to the effect that there 
was a fair degree of systematic peasant 
stratification in England as early as the late 
I Ith century into a ’’...wealthy minority, a 
solid middle peasantry and a significant 
proportion of smallholders...” [Hilton 
I978a:272; Hilton 1975:ch ix; Macfarlane 
1979]. The origin of this predated, and hence 
went beyond, the development of commodity 
and money relationships and seem to be 
connected with the disintegration of the pre- 
fcudal lands into the ownershipof individual 
families. A straightforwarddividinglinc here, 
of course, was that which separated the 
freehold peasants from the unfrec peasant 
serfs, the former having at least the potential 
for the accumulation of land and there was 
a high degree of stratification within the 
group of free peasants as welt [Hilton 
1970:24]. It is thus known that the farming 
units operated by the big peasants and the 
smalh r gentry in late 14lh and 15th century 
England ’’...were considerably larger than 
the ti aditional average peasant holding of the 
13th century, being often more than 100 
acres in arable area; that they were 
heterogeneous in composition, including the 
farmer’s ancestral holding, fragments of other 
peasants’ lap-sed holdings, and leased-out 
demesne...”’ 

The dissolution of labour-rent brought in 
money rent on a generali.sed basis in England 
(the ovenvhelming majority of peasants in 
16th century were paying money rents), which 
.seems to have been an important condition 
in bringing about further differentiation 
within the economy of petty producers. As 
the systen. of money rent established itself, 
the peasants were able to devote all their time 
to their own holdings and the richer among 
them were able to accumulate surpluses which 
could be turned into commodities. The poorer 
peasarts, on the other hand, were ruined by 
the effect of continuous demand for money 
rent and by u.sury [Hilton 1978b: 150]. Money 
rent also facilitated the buying and selling 
of land. There is a great deal of evidence on 
the formation of an upper layer of relatively 


well-to-do improving farmers as early as the 
16th century [Dobb 1975:60], who were 
“...hiringthelabourofthe poorer ’cotter’ and 
in the 16th century pioneering new and 
improved methods of enclosed farming on 
a fairly extensive scale... adistincti ve feature 
of English development in the Tudor age was 
the ease with which these ‘kulak’ yeomen 
farmers rose to become minor gentry, 
purchasing manors and joining the ranks of 
the squirearchy... and smaller gentry and 
rising kulaks were organisers of the country 
cloth industry on an extensive scale.’ They 
also seem to have benefited greatly from the 
falling real wages and real value of money 
rents during the inflationary 16th century. 
There is thus clear cut evidence that in many 
areas of England - though by no means all - 
there was occurring a continuous process 
of build-up of larger holdings and units of 
cultivation at the expense of smaller ones 
from the middle of the 15th century (Brenner 
1982:95]. 

Such an early pattern of differentiation 
seems to have been accelerated by a whole, 
lot of competitive market conditions (an 
expanding commodity market and a 
competitive land-lease market), leading to 
cost-reducing and productivity-raising 
technical innovations which, in turn, .seem 
to have hastened differentiation by 
eliminating smaller tenant farmers. We shall 
describe these conditions of change in some 
detail below. 

First, the maintenance of wool exports in 
the ISth century at about the 14th century 
level (in the face of a 50 per cent drop-otf 
in population) and perhaps an increased 
export demand for wool in the 16th century 
gave the necessary boost to capital-intensive 
(and labour-saving) sheep farming. Tficre 
was also an impetus provided by the 
generalised commercial upturn, characterised 
by the rapid growth of cloth production for 
export from the third quarter of the 15th 
century, and accelerating rapidly from the 
1520s [Brenner 1982:87]. All this led to a 
growing shift of population into indu.strial 
employments (in England, by 1700, perhaps 
up to half the population was employed 
outside agriculture) [Brenner 1982:106] 
which, coupled with demographic expansion, 
led to the emergence of virtually unlimited 
metropolitan markets [Mandcl 1962:274]. 

'The organisational response of English 
agriculture to such favourable market 
conditions “...took place through 
characteristically capitalist processes 
conditioned by the new system ot social 
relations in which the organisers of pro¬ 
duction and the direct producers ...no longer 
possessed their full means of reproduction 
(especially the land) and were therefore 
compelled to produce systematically for the 
market” [Brenner 1982:87]. This abjective 
compulsion upon the English peasantry for 


PE-44 


Economic and Political Weekly January 25, 1997 



being fully dependent upon market 
production led to competition with one 
another and stimulated cost-cutting, thus 
specialisation and improvements. But this 
compulsion to compete - and to produce for 
the market - was also necessitated by the 
tact that a significant proportion of cultivated 
area (as we have seen, about 70 per cent by 
the end of the 17th century) was already in 
the hands of large landlords and gentry and, 
“...as a result, subjected to the system of 
competitive rents. In this system the larger 
farmers, who could produce more efficiently 
and more profitably on the market, could use 
their competitive edge to accumulate land 
directly at the expense of the smaller farmers 
- superseding them when their leases ran out 
by offering a higher and more secure rent 
or outbidding them for those tenancies which 
came on the market. In turn, the landlords 
had to compete for the best tenants if they 
wi shed to get the maximum rent from leasing 
their land - in particular by offering larger, 
consolidated holdings, some times enclosed 
and improved I Brenner 1982:91. Emphasis 
in the original]. 

A detailed study [Habbakuk 1939-40:2-17] 
of the landed estates of two countries for 
the first half of the 18th century clearly 
brings out the operation of the above process: 
“Landowners in the early 18th century were 
quite clear as to what was a good estate. It 
was one tenanted by large fanners holding 
2(X) acres or more, paying their rents regu¬ 
larly and keeping the holdings in repair. The 
three most important methods of improve¬ 
ment in this (icritxl were all devices to this 
end - consolidation of holdings, enclosure, 
and the replacing of leases for lives by 
leases for a term of years... [Habbakuk 
1939-40:1.5]. 

All cases of enclosure were preceded by 
a large-scale buying out of freeholders; but 
to the extent that the latter were already 
reduced to a small number and holding an 
insignificant portion of the total cultivated 
area (some 30 per cent at the end of the 17th 
century, as we have seen), it is the smaller 
tenants (10-.30 acres) who suffered the most: 
“A comparison of the tenants before enclosure 
and some years after shows a considerable 
diminution in those holding 10-30 acres, a 
corresponding increase in the class who hold 
only a cottage and a homestead and an 
increase in the amount of land held by farmers 
of 150-250 acres. The change seems to have 
come about in two ways. First, the larger 
farmers already holding land on .such an 
estate were because of an increased 
profitability enabled to hold more, and 
because when leases ran out the estates were 
hid for by men who had the capital to hold 
in large units. Secondly, the small tenant 
who had produced mainly for subsistence 
and not the market could not pay the doubled 
rent and could not derive the advantage of 


enclosure by turning his land to pasture” 
[Habbakuk 1939-40: I6j. 

Thus, it needs to be empha.sised here that 
a crucial precondition for the competitive 
extinction of small tenant farmers in the 
lease market and consolidation of large 
capita'ist tenancies (ie, the small farmers’ 
inability to pay as high a rent as the large 
commercial tenants) was a discrete jump in 
agricultural prtxiuctivity resulting from the 
adoption of technical innovation with 
significant economies of scale (something 
that was not true of all branches of agricultural 
production in England, as we shall sec later). 

It is therefore not surprising to find the 
predominance of large farmers in specialised 
corn growing areas because, "In the first 
place, in grain production there were 
significant economies of scale to be had in 
the use of basic infrastructure and of farm 
animals and implements, as well as in the 
application of labour. .Secondly, especially 
with the requirements fur large shecpfolds, 
a great deal of capital was required Thirdly, 
the cost of perhaps the most potent innovation 
applicable to the traditional slieep-com area, 
the “floating of the water meadows”, was 
beyor I the reach of the small farmers" 
[Brenner 1982:98]. 

Large capitalist tenant farmers also 
preduminanted “...where lands were turned 
from arable to the revolutionary system of 
up-and-down husbandry - which allowed for 
the interdependent growth of both animal 
and arable output...This was because big 
changes were required in the layout of the 
farm, in itsequipment and in the time required 
to yield returns. Not surprisingly, therefore, 
in those areas where up-and-down husbandry 
was adopted during the early modem period, 
accelerating especially from the later part of 
the 16th century - the Midland Plain, the Vales, 
the north-cast low-lands - these develop¬ 
ments were accompanied by the massive 
decline of small farmers" [Brenner 1982:981. 

Since our de.scription so far pertains to 
changes during the pre-1750 period, it is not 
difficult to see that the Enclosure Movement 
of the 'ccond half of the 18th and early 19th 
centuries was a mere culmination of a long- 
drawn-out process of erosion of freehold 
peasant property and decline of small pea.sant 
tenancies. The importance of the wave ot 
parliamentary enclosures (particularly ol 
commons, meadows and wastes) cannot 
however be denied: and this derived from 
the fact that the English landlords played an 
active role in the enclosures by way of heavy 
investments in the same. Moreover, lor the 
first time, the private Acts of parliament 
were resorted to (whereas the earlier 
enclosures of 16th and 17th centuries had 
been arranged bv .'igrccment between the 
owners concerned), whereby “...the owners 
of the large areas of land could, it ncce.ssary, 
coerce the small owners into compliance” 


(Mingay 1963:180]. Thus the parliamentary 
enclosures reflected the considerable political 
power enjoyed by the landlord class in 18th 
century England and its hegemony over the 
state apparatus. The enclosures of so-called 
common lands/wastes, in particular, did not 
mean that any kind of primitive equality of 
rights of use of such lands were destroyed, 
since such lands were also owned by the lord 
of the manor and the right of use of these 
had to be ultimately sanctioned by the lord 
[Mantoux 1968:149-511; the enclosures of 
commons/wastes were undertaken since it 
was now profitable to bring such lands under 
regular cultivation. 

Nevertheless, the parliamentary enclosures 
were to have very distinct ellecis. First, 
enclosures meant the abolition of the ancient 
open-field system of cultivation and “...made 
fur more efficient farming by making fanns 
more compact, larger and easier to work, by 
making pn.ssiblc a better balance between 
arable and pasture, by encouraging the 
adoption of alternate or convertible 
husbandry, and by allowing better care of 
animals - in short by overcoming thedefects 
of much of the open-field fanning" (Mingay 
1963:181] It is therefore not surpri.sing to 
find that the initiative in enclosure often 
came from the large farmers [Mingay and 
Chambers 1966:79], 

A .second cffcc<iofenclosurc was to convert 
land to more profitable uses: “Thus old arable 
land, which through a rigid system of cropping 
had become worn out, might be rendered 
profitable again if laid down to permanent 
grass or long leys. Commons and rough hill 
grazing.ovcrgrown with wees or bare through 
continual over-gra/ing, might be improved 
by ploughing up and putting under a suitable 
rotation; and waste could beclearcd, ploughed 
up, and made valuable by a judicious 
application of marl and manure" [Mingay 
and Chambers 1966:79). The sum total of 
these changes was to raise the output per acre 
(and per worker) on existing farm land and 
an increa.se in total output by a significant 
expansion of the cultivated area. 

Undoubtedly, the most important social 
effect ol the parliamentary enclosures was 
that it led to a redistribution of landowner- 
ship in favour of the large landowners by 
hastening thedcclincof smallholder, cottager 
ano .squatter. In short, the parliamentary 
enclosures accelcrtitcd the already strong 
tendency towards large-scale capitalist tenant 
farming. 

We thus find that, by the end of the 18th 
century, 80 to 85 per cent of the cultivated 
area was in the hands of the great landlords 
and the gentry (with a further concentration 
of land within this group since the end of 
the 17th century in the hands of great 
landlords and at the cost of the lesser 
gentry) [Thompson 1966:1.50, Mingay 
1963:25], the remaining 15-20 per cent was 
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inthehandsoffreeholders(owner-occupiers). 
Correspondingly, it is not surprising to find 
that, in 1851, 75 per cent of the cultivated 
acreage was in operational holdings of 
from 50 to 500 acres (Hobsbawn 1980:185] 
or farms of over 200 acres accounted for 
SO per cent of the cultivated area | Mingay 
1963:961. 

We shall end our description of the English 
path of development of agrarian capitalism 
with two crucial comments. First - and this 
may perhaps have been clear from the above 
description - the process of crystallisation 
of large-scale capitalist tenant farming (and 
the concentration of landownership in large, 
consolidated units which it presupposed) took 
some 300 years (1450-1750) following the 
dissolution of serfdom. Thus, the 
corresponding decline of frceholding 
peasantry and small tenant farmers was a 
long-drawn-out process rather than a 
catacylysmic fall. 

The second comment is in the nature of 
an important qualification. It still remained 
true as late as 1830 that family fanners who 
employed no labourers made up nearly half 
of all farmers (ic, capitalist tenant farmers 
plus small tenant farmers plus owner- 
occupiers) though, of course, they were 
operating no more than 25 per cent of the 
cultivated area and"...more thaneverof such 
farms were now occupied by tenants rather 
than owners" [Mingay 1963:96). 
Nevcrtheles.s, it is important to note that 
there was a real basis for the continued 
existence of such family farmers: it seems 
they held their own in precisely those lines 
of production in which there were no 
significant economies of scale to be had. 
Thus, “...in the so-called cheese country, 
which was quite suitable for dairy fanning, 
they were able to hold their own. For in this 
line the large producer enjoyed relatively 
little competitive edge” [Brenner 1982:98]. 
This was also true of market gardening clo.se 
by the towns and the pastoral regions, where 
the family farmers carried on a multiplicity 
of small commercial agncultural (eg, hemp, 
flax) and industrial activities [Brenner 
1982:99]. 

LaRCL-ScALL PEA.SANT CAPITALISM 
IN Catalonia (Spain) 

Before we go over to the stri kingly different 
case of France, we shall briclly mention one 
form of large-.scale capitalist farming which 
was substantively similar to that of English 
agriculture, though different in form. An 
essentially capitalist system based in this 
case on large-scale owner-cultivation using 
wage labour emerged in Catalonia at the end 
of the 15th century “...out of the previous 
period of agrarian struggle in which the large 
peasants had been able to win not only 
essentially freehold rights over their lands, 
but in addition, the proprietorship of large 


areas of land which had been left vacant by 
demographic disaster in the later 14th century. 
Thus, the characteristic unit of agricultural 
ownership and production in 16lh century 
Catalt nia, the ‘masia’, was typically a very 
large but compact fium. And this .structure 
did in fact provide the basis for significant 
and continuing agricultural advance 
throughout the early modem period" (Brenner 
1976:63], 

P0ST-Sl;HFDt)M FrLNCH PaTII 

The mo.st striking contrast to the English 
path of agrarian capitalism (and the accom¬ 
panying agrarian technological development) 
is provided by the French ca.se. 

We should start by pointing nut that the 
germ of this contrasting development was 
already .sown in France even before the 
dissolution of serfdom, in the nature of social 
distribution of landed property. As we have 
already seen, whereas in England, as early 
as the late I3lh century, freehold peasant 
tenure covered one-third of the cultivated 
area (the rest being covered by demesne land 
and Irnd under customary, villein tenure), 
in much of France, virtually freehold peasant 
tenure covered as much as 85-90 per cent 
of the cultivated area. This was cs.sentially 
a product of a long history of snuggles of 
strong peasant communities vi.\-a-vis “...an 
initially disorganised feudal ruling elass" 
[Brenner 1982:77]. This early pattern of 
social distribution of landed property 
remained unchanged till the dissolution of 
.serfdom. 

The intervention of the French monar¬ 
chical stale to support peasant property seems 
to have been a major factor behind the 
consolidation of freehold peasant property 
in the following ways. First, following the 
demographic collapse of the 14th century, 
large areas of customary land were left 
unoccupied. But, unlike in England, the 
French lords were not able to ab.sorb such 
deserted lands to their demesnes as the 
monarohy stood up “...for the rights even of 
long-absent peasants who could prove they 
had once been occupants of the tenures, or 
even legitimate heirs of former occupants, 
.. .in the period of reconstruction, the peasants’ 
position as holders of ‘cons’ tenures was 
further consolidated, as for the first lime 
there was a cens contract which was 
universally set in writing, thus providing for 
even stronger protection in the courts" 
[Brenner 1982:77]. 

Secondly, in the 15th and 16th centuries, 
the state actively abolished the remnants of 
serfdom, “...and in particular the scigneurial 
‘taille’ thus preventing the exaction of 
arbitrary rents” [Brenner 1982:77]. This was 
particularly true of those parts of Frar.cc 
(namely, the centre and the east) where 
serfdom had survived strongly into the 15th 
century. 


Third, there was decisive judicial 
intervention by the monarchy from the mid- 
15th century which “...issued a senes ot 
ordinances supporting local customs and. tn 
particular, published province after province 
the so-called ‘customs’, which fixed ixsasant 
rights and gave them full backing in law...It 
also became good deal caster in this penod 
to make appeals from the scigneunal to the 
monarchical courts...a trend manifested, tor 
example, in the establishment from the I S5()s 
of a new layer of royal courts, the presidiaux 
courts” [Brenner 1982:80]. 

It is of course not tnic that the French 
landlords did not desire to consolidate 
holdings by expropriating their peasant 
tenants. In fact, there is evidence that during 
the early 16th century the landlords made 
systematic and powerful attempts to evict 
their tenants with fixed dues so as to be able 
to charge economic rents; and here there 
were strong incentives to do so because of 
rapidly rising prices in the early 16th century 
which dra.sticall y devalued returns I rom fixed 
rents from the predominant cens tenure. Rut 
such attempts were ultimately largely 
unsuccessful; a detailed study of one region 
(Normandy) brings it out: “.. from 1520-30 
one cun sec the beginning ot a tendency 
towards the expulsion of peasant taimers 
(a faint echo of the Btitish enclosure 
movement), which in the end encountered 
fierce peasant resistance... This is the same 
class struggle as occurred m England, but 
the result is different hccau.se the peasantry 
in France proved to be very strong” [cited 
in Brenner 1982:78|. The only alternative 
available to the landlord was to buy up 
countless small peasant holdings in order to 
form a consolidated unit. This was difficult 
to achieve, since “on the one hand, the pea¬ 
sant hud every positive incentive to hold 
onto his holding...on the other hand, purely 
economic forces seemed to have worked to 
undermine the pca.sants’ property only in the 
very long term., the peasant did not have 
to Ih: competitive, because he did not really 
have to be able to “hold his place" in the 
world of the market, cither the market for 
tenants or the market for good.s” [Brenner 
1976:72] 

.Such consolidation of freehold peasant 
property and production based on peasant 
possessors were to have far-reaching 
CO .sequences. At the .same time that the 
(icasants united against the landlords, to win 
their freedom from serfdom and gain the 
essentials ot freehold property, the same 
development “...prepared the ground for the 
increasingly effective and ’tcrcasingly heavy 
imposition of royal, centralised surplus 
extraction, in place of the decaying 
decentralised scigneunal revenues” [Brenner 
1982:80]. 

Such divergent evolutions of modes of 
surplus extraction in England and France, it 
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has been plausibly suggested, was clearly 
reflected in the “...very different sorts of 
peasant revolts which marked the early 
modem era in both countries. In England, 
of course, peasant revolt was di reeled agai nst 
the landlords, in a vain last-ditch struggle to 
defend disintegrating peasant proprietor-ship 
against advancing capitalist encroach-ment. 
In France the target of peasant revolt was, 
typically, the crushing taxation of the 
absolutistslatc...”[Brennerl976;70-7ll.Thc 
other manifestation of the rise of the new 
mode of surplus extraction was the fact that 
“...the riseof absolutism provoked systematic, 
though sporadic and ultimately ineffectual, 
opposition from the seigneurial cla.s.s... French 
absolutism could develop more or less 
continuously, bccau.se it could absorb into 
state office many of those very same lords 
who were the casualties of the erosion of the 
seigneurial system." (Brenner 1982:80-81. 
emphasis in original]. 

The consolidation of freehold peasant 
property also meant that “...as virtual owners 
of their plots French peasants did not face 
the falling in of their leases, rising fines or 
direct competition for their tenures. So long 
as they held a plot which could produce 
enough to feed their families and pay their 
taxes they were not, as a rule, compelled to 
sell and compete effectively on the market 
to survive" [Brenner 1982:91-92]. With 
family sabsistence-oriented production and 
heritability of land, there resulted continuous 
subdi vi sion of peasant pnipert y, .so that “.. .any 
tendency to differentiation leading to the rise 
of a yeoman class was overwhelmed by the 
tendency to morccllation” [Brenner 1982:92] 
unlike in England by the end of the 16th 
century. 

Given such a (peasant-dominated) social- 
property system, the rc.sponse of French 
agriculture was drastically different from 
that of English agriculture to similar market 
conditions. There was total luck of any 
technical innovations in peasant farming from 
the 16th till the end of the 17th century “In 
consequence, almost everywhere in France, 
productivity per head was declining 
significantly by the early decades of the 16th 
century, leading to new subsistence crises, 
skyrocketing prices and... absolute ceilings 
on agricultural output (not to be reached 
again until the 18th century)” [Brenner 
1982:97]. 

it is of course true that in a few restricted 
areas of France, large, consolidated 
ownership holdings (and, sometimes, large 
tenant farms) did emerge during the 17th 
century. Such a build-up of large properties 
occurred as the pressure of rising royal levies 
of taxes, combined with the dcvastatingdirect 
effects of military conflict tended to 
undermine the peasants’ position (which was 
often already weakened by the extreme 
fragmentation of holdings) which forced them 


into debt and ultimately to sell out to local 
proprietors. 

Though such large units of property 
resembled in outward form those in England, 
the mode of internal productive organisation 
on them seems to have been entirely different. 
Here, the French landlords applied the rent- 
squee/ing methods of surplus-extraction 
which sometimes took placedircctly through 
leasing the demesne in small bundles to 
peasant tenants but often through the 
intermediary of a big tenant; the latter was 
thus allowed little .scope for accumulating 
surpluses and going in for significant capital 
expenditure. 

The above kind of productive organisation 
on large units of production seems to have 
been significantly conditioned by the overall 
structure of landholding within which such 
units were placed. In particular, they were 
surrounded by a sea of semi-landless petty 
peasant producers operating sub-subsistence 
holdings who often had to seek lea.scs and 
supplementary employment to be able to 
reproduce. But the stagnant agricultural 
productivity arrested the growth of the French 
home market and the industrial sector, thus 
constricting the growth of non-agricultural 
employment opportunities. It is in such a 
condition of endemic land hunger of a .semi- 
proletariani.scd peasantry that the rent- 
squcc^ing methods of surplus extraction 
thrived well: this was reflected in ihe secular 
rise in rents through muchof the 17th century 
even in the face of low food prices of the 
period from the 1660s. 

In England, on the other hand, “...there 
existed no mass of semi-proletarianised 
peasantry on the land - let alone one which 
could afford to pay a rent equivalent to that 
paid by the capitalist tenants” [Brenner 
1982:10.1]. Thus the landlord-tenant 
symbiosis (whereby the landlord took a fair 
share of a rising total output rather than a 
rising share of a constant or even falling total 
output as did the French landlords) which 
emerged in English agriculture leading to 
capital-intensive capitalist fanning did not 
presuppose any benevolent motives on the 
part of the English landlords (or something 
that was consciously planned out by them) 
but, under the circumstances, the best strategy 
available to the latter to protect and improve 
their incomes. 

Ti..; Prussian Paiii 

The so-called Prussian path (following 
Lenin) has been regarded as one of the unique 
historical paths of development of capitalist 
agriculture. Here we shall briefly describe 
the unique historical condit ions out of which 
the landlord-capitalist organisation of 
prcHluction emerged and the implications for 
agrarian development of this unique genesis 
of capitalist agriculture.^ 


It is appropriate to start with the unique 
organisational features of the pre-capitalist 
manorial economy, since this seems to have 
had a bearing on the speci fic kind of capitalist 
organisation which emerged. First was the 
specificity of the nature of social organisation 
of the peasantry in the villages east of the 
Elbe, compared to south and west German 
villages. 

As late as the middle of the 14th century, 
Prussia was a land of prosperous and 
relatively free peasants. Tlieir dues to the 
overlord in both money and labour were 
small and the authority of the lord in village 
affairs was strictly limited; the peasants had 
the nght to sell and inhent their lands and 
the freedom to market their produce in the 
nearby towns. .Such favourable conditions of 
the peasantry in the east Germany had to do 
with the following factors; the necessity of 
granting favourable conditions to encourage 
immigrating German colonists; the 
development of a strong central authority m 
the form of the Teutonic Order and a 
nourishing town life [Moore 1974:4611. 

Thus, the peasantry m this part of Gennany 
had not won theirfreedom through protracted 
struggles, unlike in the case of south and 
west German villages, and this had to do with 
the nature of village settlement in each case.' 
In west Germany, peasant organisation and 
peasant resistance to the lords seem to have 
been closely bound up with the very 
development of the quasi-communal 
characterof the peasant eamomy - anetwork 
of village in.stitutions for economic regulation 
and political self-government. This laid the 
basis for co-operative struggle against the 
lords to establish and to protect common 
rights and the common-field organisation of 
agricultural production and later to fixed 
rents and to ensure rights of inhentancc. in 
fact, in most cases, the peasants were able 
to oust ihe old landlord-installed village 
mayor (‘schulthesis’) by their own elected 
village magistrates. 

On the other hand, the relative absence of 
village solidarity in the east, seems to have 
been bound up with the entire evolution of 
tlie region as a colonial society - in particular, 
the leadership of the landlords in the 
colonising process. Thus, Ihe communal 
aspects of the village economy seem to have 
little developed - no common fields;... less 
developed organisation of collaborative 
agricultural practices at the level of the village 
or between villages (for example, inter- 
commoning); and little tradition of the 
“struggle for common rights” against the 
lords which was so characteristic of western 
development [Brenner 1976:58], On the 
whole, there was more of a tendency to 
individualistic farming and the villages 
formed “...artificial communities that 
received their rights in the form of charters 
from abtjve” [Moore 1974:461]. The above 
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condition was perhaps quite significant in 
facilitating the shape of things to come, 
namely, the lack of resistance by the peasantry 
to later subjugation ('second serfdom’). 

Towards the end of the 14th century, as 
the towns declined and the central authority 
weakened and, most importantly, an export 
market for grain developed, it prompted the 
lords to be much less interested in money 
dues from the peasants and turn to cultivating 
and increasing the demesne. This led to an 
extension and intensification of unpaid labour 
service and the peasants’ rights to sell and 
inherit land were abolished. The obligations 
ofthe peasants wereessentially left undefined 
and hence subject to arbitrary increases. Most 
of these changes took place during the 16th 
century - period of biximing grain prices. 

The extent of political domination of the 
Prussian junkers over the peasantry was 
reflected in the weight of the feudal burdens 
on the peasantry Thus, in the 18th century, 
the vast majority of peasants were technically 
unfrcc and corvee’s amounted to as much 
a.t five or six days a week per peasant 
household jKay 1974:72]. 

.Serfdom could take two forms in Prussia: 
either hereditary personal dependence 
(‘leibeigenschafl’) or hereditary estate 
subjection (‘erbuntertanigkeit’). A peasant 
subject to the former kind of dependence “... 
could be sold apart from the land ...he could 
not own or transmit title to property... and 
he had no nght to appeal or complain to any 
higher authority” f Landes 1970:123], Thus, 
the .status of such n peasant was hardly 
distinguishable from chattel slavery. 

On the other hand, the condition of 
hereditary estate dependence meant some 
minimum legal rights but a peasant serf under 
this condition ”... was bound to the c.statc. 
could not leave it without permission, and 
had to accept attachment to such parcel or 
parcels as the lord assigned him; he had, 
therefore, no hereditary claim to a given plot 
of land. Further, he and his children were 
required to furpish services to the lord - both 
in his house and in his fields. In return, the 
lord was obligated to assure him the means 
of subsistence, and this commitment was 
apparently real enough to deter the peasantry 
in certain places and times from taking 
advantage of the state programmes of 
emancipation” [Landes 1970:123-24]. (We 
shall see below the significance of such a 
pre-existing form of labour attachment for 
the modeoflabouruse on the junker-capitalist 
estates afterthe formal abolition of serfdom). 

In addition to the extraordinary extra- 
economic power wielded by the Prussian 
aristocracy over the peasantry, the former 
also had a number of specific features which 
set it off from major European nobilities and 
which were not unrelated to the capitalist 
path of estate organisation later followed by 
the junkers. To start with, the feudal 


commercial farms of the Prussian nobility 
were of medium size, and there was no 
stratum of great magnates with huge 
latifundia. From this fact, “two important 
consequences followed for the character of 
the junker class. On the one hand, it was 
socially less divided than many other 
European aristocracies... On the other, it 
meant that the average junker tended to 
exercise a direct function in the organisation 
of production... In other words, he was very 
often the real, and not merely nominal, 
manager of his estates... I’he phenomenon 
of great absentee landowners, with devolution 
of administrative functions on the demesne 
to bai.iffs and stewards, was uncommon... 
The discipline of the export trade doubtless 
contributed to more rational management of 
the [demesne]” [Anderson 1976:263]. 

It is into such a mode of pre-capitalist 
manorial organisation of pmduction orien¬ 
ted towards the export market that agra¬ 
rian reforms from above were introduced 
and sought to be implemented from 1810 
to 181b. I’here were four main planks to 
the reforms programmes [Landes 1970: 
160-61]. 

(1) Emancipation ofthe serfs, with freedom 
of mobility. (2) Redemption of land and 
commutation of seigneurial dues by the 
peasantry. The burden of redemption was 
generally heavy, often so heavy that the 
peasant had to pay it in terms of a part of 
his land:”ln exchange for legal emancipation, 
the peasants suffered economic dcspoilation 
of some 10.00,000 hectares [about 14 per 
cent ( f the cultivated land and 7 per cent of 
the agricultural land] and 26,00,00,000 marks 
in ‘compensation’ to their former masters for 
their new liberty” [Anderson 1979:270; 
Dickicr 1975:277]. (3)Thcdissoliition ofthe 
communal economy of the estate or village. 
Thus, communal lands - meadows, wastes, 
woods - were divided up among the 
individual proprietors, big and small, noble 
and commoner, who were thereby enabled 
to clear them and bring them under 
cultivation. At the same time, the constraints 
of the traditional three-field system were 
removed, releasing fallow forusc and freeing 
the land for new rotations, crops and 
techniques of cultivation. (4) Removal of 
traditional restraints (in the form of exclusive 
noble ownership of land) in the market in 
land and thus widening the access to land 
ownership by the bourgeoisie (who could 
now purchase c.states). 

Thi ugh the reforms initiated the transition 
to the modem estate economy, by turning 
feudal landlords into capitalist farmers and 
serfs into hired labourers, “these reforms 
look place, nevertheless, within a context in 
which the landlords were... the only real 
force in the political institutions of the East 
German statc.s. Consequently, they had the 
influence, which they used very effectively. 


to ensure their own interests would prevail 
in the reform process...” [Winson 1982..I861 
Thus, the content of the reforms was 
such as to increase the “vitality and 
versatility of the junker class... without 
any serious loss of privileges;” [Anderson 
1979:271] in fact, wliat they lo.st in terms 
of their reduced personal authority over the 
resident peasantry was "...more than 
compensated by their new entrepreneurial 
freedom...” [Landes 1970:178]. 

By freeing the land market from feudal 
constraints, the reforms not only encouraged 
theemergcnce of non-aristocraiic landowners 
and a stratum of prosperous peasant farmers 
but also the elimination of incapable and 
indebted junkers. This made it possible for 
those junkers who were left on the land to 
considerably enlarge then estates, 
"...aggrandised both by purchase from fellow 
nobles and by eviction of peasants from 
commons and small-holdings. In the 1880s, 
70 percent of the largest agrarian pmprictics 
(over 1,0(X) hectares) were owned by nobles” 
[Anderson 1979:273]. On the whole, then, 
the landlords could successfully undermine 
attempts to create a I arge cl ass of independent 
peasants and were able to consolidate the 
land into large holdings. 

Moreover, the reforms, under prc.s.sure from 
the ari.stocracy, left untouched some feudal- 
junker in.stituthms or, at any rate, the impact 
of the reforms on such institutions was felt 
after a considerable lag of time. 1'hus, the 
attempt to dissolve ihc institulion of the 
‘landrat* (who was vested with ail 
administrative, fiscal and military power in 
the rural districts and was elected by the 
junker council) was promptly scuttled by the 
aristocracy and the traditional country 
assemblies remained unreformed. “In fact, 
noble control ofthe countryside was actually 
augmented by the extension of landrat 
authority to mral towns. Seigneurial dues 
persisted long after the abolition of serfdom; 
...manorial police jurisdiction until I871; 
junker monopoly of country administration 
until 189I” [Anderson I9'79:27ll. 

But insofar as the internal production 
organisation of the junker estates undei u.. 
new conditions was concerned, the main 
problem was that the exploitation of the 
economic opportunities thrown up by the 
leforms - the cultivation of noble domains 
once worked by the serfs, of the one-third 
of the old arable that was previously fallow, 
ot the wastes, meadows, and wood now 
brought under cultivation - all these required 
a vastly increased labour force. 

Though it is not clear for Prussia as a 
whole, estimates [Dickler 1975:283, 
Table 7-2 ] of landless population for counties 
in the province of Posen suggest the 
remarkable fact that even as early as 1810, 
i e. before the major pieces of legislation of 
the agrarian reforms were passed, more than 
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■SO per cent ot the agricultural population was 
dependent on income I'rom wages. Second, 
the same estimates suggest that the average 
increase per annum in the numbers ot land¬ 
less labourers was higher during the period 
1849-61 (ic, alter the agrarian reforms 
were completed) than during 1810-49. 
Third, il has been suggested that a large part 
of the growth in the population of landless 
or near-landless agricultural labourers was 
accounted for by natural increase; c g, the 
groups showing the most rapid natural 
incrca.se were small cottagers (who were 
substantially wage-employed) and landless 
day labourers - respectively 21 and 16 per 
thousand per year from 1805 to 1867- 
whereas the number of peasant proprietors 
rose over the same period by only 3 [ler 
thousand ILandes 1970.162). 

Whereas the above (acts cast doubt on the 
view according to which an agncultural 
proletariat in Pnissia was entirely the creation 
of the agrarian reforms, at the same time, 
it is difficult to deny the role of the reiorms 
in the process ot proletarianisation. What 
seems to have been happening is that in tho.se 
provinces in which the royal policy ol pca.sani 
protection Cbaurenschit/’) had not been 
successful, there the lords - partly spurred 
by the expanding export market in grain 
before 18()0 - could carry on eviction and 
con.solidation that had already contributed to 
the growth of a class of landless labourers 
before the reforms. On the other hand, in 
tho.sc provinces in which peasant protection 
had been succc.ssfully enforced, the reforms 
had to come in to lacilitate the introduction 
of wage labour through eviction and 
consolidation [Dickicr I975;2831. 

Be that as it may. it is clear that the mass 
of agricultural labourers in Prussia was 
increasing both absolutely and relatively: by 
1849, landless and substantially wage- 
employed agricultural labourers formed 
nearly 45 per cent of the total agricultural 
labour forces;* whereas in 1871, landle.ss 
male agricultural labourers alone formed 
some 60 jicr cent of total male agricultural 
labour force.' 

An extreme example of such a polarisation 
was that of the province of Pomerania 
“...where later in the |l9th] century some 
2,000 laigc estates covered 6! per cent of 
the land, some 60,()(X) middle and small 
holdings the rest and the remainder ol the 
population was landless” [Hobsbawm 
1980.185). 

Perhaps more important than a highly 
elastic labour supply in the market was the 
conditions ol ii.se of this labour w'ithin the 
process of production, which seem to have 
been heavily coloured by the still strong 
feudal relics and forms of dependence of 
labour and cundition<'d by the continuing 
political supremacy of the junker class. The 
nature of such post serfdom labour relations 


on the junker estates dc.scrves description in 
some detail. 

As a partial survial of the condition of 
hereditary estate dependence (described 
above), the junkers mainly relied on a 
permanent labour force to effectively meet 
their heightened demand for labour. The 
permanent fieldworkcrs (‘instleute’), who 
were annually contracted, in payment 
rccci ved a certain share in (he harvest besides 
“...land in the form of a garden plot and an 
allotment... and pasture. They do not possess 
an individual contractual relation to the 
landlord, the family of the labourer is instead 
subordinated to his rule and bound as a whole 
to work with all the means at its disposal 
howsoever the lord wishes. At least two 
woi kers are required, such that in the ab.sencc 
of grown childien the insllculc had perforce 
to hire an additional hand | ‘scharwerker')”* 
The s 'cond category of labour consisted of 
day labourers who were brought in from 
neighbouring villages wherever the laboui 
of the wives of instleute was insufficient and 
were employed sca.sonally for a money wage 
under fixed contracts. 

The raison d'etre (»' above system 
Cinsten’) labour use in an otherwise 
capitalist enterprise of the junkers rested on 
a number of factors |Winson 1982:392). 
First, It allowed the landowners to meet the 
increased demand for year-round lalxiur. 
Second, the permanent labourers’ wives (and 
possibly other family members) worked at 
harvest, thereby supplying part of the seasonal 
labotirduring periods of peak demand. Third, 
landowners minimisc^dthcirsupervision costs 
since the permanent labourer supervised the 
workers he was required to provide. 

In addition, after the reforms, under the 
inslcn s> stem of labour use, “...land-owners 
were ible to enjoy an important advantage 
of the old feudal labour .services, without 
.some of its disadvantages. .Specifically, it 
did not force the landowner to remunerate 
the instmann at anything like the rate in cash 
necessary for the reproduction of him and 
his family, because a large part of the costs 
of reproduction ot the permanent labour force 
(and part of ihe seasonal labour force) were 
borne by those workers themselves on the 
land supplied by the estate owner. In addi¬ 
tion, part of the labour requirements (the 
scharwerker) were gi ven to the landowner 
virtually gratis At the same time, the clearing 
of the old ‘medieval lumber’ of feudal 
tradition in vol ving some degree of raciprocal 
obligations allowed landowners to reorganise 
estates as they wished without the need to 
respect long established rights of appro¬ 
priation of the serfs", [Winson 1982:392) in 
particular, the subsistence right of the serf 
under the condition ot hereditary estate 
dependence. 

On the whole, then the insten system 
enabled the junkers to extract the maximum 


amount and intensity of labour at minimum 
and constant labour cost, as the whole system 
was buttressed by the ability of the junkers 
to impose “...a ruthless manorial discipline 
on agricultural labourers and domestic 
servants, with imprisonment for striking 
and strict limits to mobility... 'The junker 
aristocracy thus achieved a successful 
cumulative conversion to capitalist 
agriculture, while still exploiting every 
patrimonial privilege it could keep” 
(Anderson 1979:274). 

It is with respect to such an anachronistic 
system (i e. one with ‘fcudalistic’ features) 
of labour use in (he modem estates of the 
junkers that the ‘Prussian path’ has been 
referred to as a reactionary and socially the 
least revolutionary road to capitalist 
agriculture. On the other hand, with the 
agrarian reforms removing the feudal 
constraints on control and use of land (which 
made possible consolidation, application of 
new sy.stems of crop rotation, etc) and the 
opportunities of a btHiming world market in 
gram (particularly after the repeal of the 
English corn laws), coupled with nut only 
an assured supply of cheap labour but a 
docile, subservient and consenting labouring 
class, the junker-landlords seem to have gone 
for substantial investments in land-saving 
and labour-using technical innovations, along 
with an extension of arable land (as pasture 
was being converted into tillage due to 
increasing relative profitability of grain 
exports (Dickler 1975:285). 

'Thus, roughly during the first half of the 
19th century, total agricultural output in 
Prus!>ia nearly doubled and area under 
cultivation increased by over a third so that 
productivity of land increased by about 50 
pci cent, according to one estimate 
[Hobsbawm 1980:191). A recent detailed 
study of productivity change in Prussian 
agriculture shows that both land and lal)r.)ur 
productivity was increasing; the increa.se in 
the former being large enough to offset a fall 
in land per worker during 1800-1840 
(Table 1) [Dickler 1975:286). 

Such an output and productivity per¬ 
formance was certainly impressive relative 
to the earlier backward manorial economy 
or that of the contemporary farming structure 
of fragmented small holdings that obtained 
particularly in France (and south and south¬ 
west Germany). But Prussian agriculture 
comes off less well when compared to a 
contemporary context in which large 
capitali.st farms predominated, namely, 
England. For example, both in terms of level 
of productivity of wheat and rate of change 
in the same, England was far ahead of 
Prussia [Winson 1982:393-94). 

Such a di.screpancy cannot plausibly be 
explained by factors like lack of capital or 
entrepreneurial and technical knowledge on 
the part of Prussian landowners (since there 



is little evidence to believe that it was so); 
rather it seems that the explanation can tic 
meaningfully sought in ..the main structural 
differences in the organisation of production 
...the specific historical conditions allowing 
junker landlords to tie labour to the land 
necessarily introduced a certain structural 
rigidity into the economic enterprise that 
inhibited the continual reorganisation of 
agriculture along more intensive lines” 
[Winson 1982:394]. In particular, this 
structural factor, by maintaining a .steady 
supply of low cost labour, came in the way 
of capital-intensive (labour-saving) 
innovations that would increase the social 
productivity of labour. 

The importance of the above structural 
factor became evident as new conditions 
started appearing from the middicof the 19th 
century that tended to bring about u structui al 
transformation in the internal organisation 
of the modern estate economy, |•■irst. a major 
stimulus came from the fact that the junkers 
started facing increasing competition in the 
world wheat market with low cost producers, 
especially in North America. Second, 
increasing industrialisation in Prussia itself 
and in West Germany led to a considerable 
expansion of non-agricultural employment 
opportunities (Agricultural employment as 
a proportion of Prussian labour force was 5f> 
per cent in 1871 and had fallen (o 34 per cent 
by 1907) which, coupled with rising wages 
(or day labourers, tended to " ..siphon oft 
much of the productive labour of the 
instmann's family, thus gradually reducing 
one of the important initial advantages of the 
instensystem”|Winson 1982: t9.S|. This was 
perhaps icllccted in ihe observed sharp 
decline in the number of donieslic servants, 
both male and female on the large estates 
who were probably being replaced by wage 
labourers [Tipton 1974:956], 

From the landowners’ point of view, the 
allotments of the insten became relatively 
cxiicnsive which they were not able to use 
profitably. Moreover, (he funnation of a local 
relative surplus population of migrant 
labour - which took care of the problem of 
seasonal shortages of labour - prompted 
landowners ‘‘...to introduce those 
technologies that had been previously 
uneconomical, due to their tendency to 
exaccibatc the seasonal nature of the 
productive process” [Winson 1982:396); it 
also made the maintenance of a (costlier) 
permanent workforce less necessary. 

Under the impact of the new conditions, 
the landowners seem to have gone for further 
intensidcation of agriculture involving the 
mechanical drilling of cereals (seeds), heavy 
use of artificial fertiliser, the use of threshing 
machines, and the general application of 
machinery; the new significance of labour 
- saving innovations was thus reflected 
in the fact that arable land per male agri- 


eultural worker increased during the 
period 1840-61 whereas it fell during 1800- 
40 (Table 1). 

Such a technical reorganisation ol 
production was accompanied by a change in 
labour.relations - a strengthening of the cash 
nexus for labour contract, in particular, the 
general tendency for the share rights of the 
permanent labourer to be replaced by a fixed 
money wage. In short, there was a slow 
process of crystallisation of specifically 
capitalist relations as the remnants of 
particularistic, patriarchal ties, ba.sed on 
political/social subordination, were reduced 
to wage relations. 

American Path 

The American path of development of 
capitalist agriculture, in contrast to the 
Prussian path, is regarded as the really 
‘revolutionary’ path of development of 
capitalist mode of production, ^^/c shall 
briefly describe here the unique historical 
conditions out ol which, and under which, 
such a development took place. 

I n this case. the uniqueness of the hi stoncal 
antecedents Irom the point of view of 
development ofcapitali.st agriculture derived 
from the fact that there was no feudalism. 
This meant that, first, (here was no feudal 
landlord economy and feudal landed estates 
that needed to be broken up, i e, absence ol 
all rc.ics of feudal relations; and second, 
there was no traditional peasant collectivism 
that had to he dissolved and there was thus 
no necessity of any ruthless and lengthy 
process of expropriation of the peasantry, in 
short. It was significant that the I I.S was free 
of any ‘weight ol historical tradition’, to use 
Max Weber’s apt phrase. 

The fact that there was no fcudnl landed 
aristcKracy, coupled with the facto! a virtually 
unlimited supply of free land, led to the 
unique result that absolute ground-rent could 
disappear completely, .so that land could be 
had free, on payment of a nominal tax due 
to the state. Thus, in Ihe US, under Ihe 
Homesteads Act of 1862, it was possible to 
become the ownerof 160.Tcresol uncullivaled 
land after five years of effective possession, 
some 96 million acres were distributed under 
this act [Mandel 1962:280], 'Phis meant that 
capital which had otherwise to be 
unpre Juctivciy sunk in the pureha.se of land 
(and payment ofrent) could now be diverted 
to productive investments and this came as 
a boon to the owner-occupying, purely 
commcrcial-mindcd farmer. 

In addition, the fact that there was no 
small-scale peasant properly meant that 
concentration of land could go on (within 
limits set by the fact that land is non- 
producible) without having to expropriate a 
peasantry, i e, without Ihe arduous process 
of centralisation. How this facilitated a 
continuous process of concentration of land 


is brought out in Table 2. We sec here that 
whereas the largest farms (categories 3 and 4) 
occupied, in 1920, only 33.7 pet cent of 
agricultural land, by 1959 they had already 
occupied 61.5 per cent. But such an enormous 
extent of concentration of land in gigantic 
farms wa;: not of course due solely to the 
fact that there was no widespread peasant 
property, but also the result of u priK'css of 
competitive extinction of the least profituhlc 
enterprises. 

That brings us to the obverse of the fact 
of a relative abundance of land - a relative 
shortage of a hired labour force. 1’his had 
to be made up by intensive labour-saving 
mechanical innovations, which meant that 
the level of capital investment per unit ol 
land needed for a profitable larm was very 
high.’’ 

The intensity of such labour-saving 
innovations was amply reflected in the fact 
that between 1880 and 1960, agiicultural 
output per male farm worker increased .it an 
average annual rate of nearly 7 per cent and 
land area per mule worker at an average 
annual rale of nearly 4.5 per cent fHayami 
and Kuttan 1970:1118, Figure Ij. 

II 

1’hc above account of agrarian changes for 
a few western countnes is admittedly a bit 
oversimplified and we havcthusdclibcrately 
abstracted from controversies regarding 
histoncal (acts, figures, and intcrpiclations. 
But then it should be recognt.scd that my 
purpose was not to gi vc a detailed, descripti ve 
account, particularly since many of the facts 
are well known, liqiially well known is of 
course the broad contrast of the above cases 
with the Indian situation (though one purpo.se 
of the above account was to bring this contrast 
into sharpei focus). My mleniioii was only 
to indicate, in concrete historical terms, the 
broad characteristics of the complex pnicess 
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of change (and in some cases the reasons for 
lack of change) from pre-capitalist to 
capitalist agriculture, then draw out certain 
general, analytical principles underlying such 
long-term processes of change, and finally 
pinpoint the implications of such general 
principles of change for the Indian situation. 
On this basis, all thcconcrelecases, including 
that of India, can be looked upon as concrete 
illustrations and historical variants of, and 
deviations from, certain general principles 
of agrarian change. 

We shall start with significant contrasts 
and convergences in the nature of agrarian 
changes and development within the group 
of countries described above, before moving 
over to general principles which seem to 
follow and, in turn, throw light on the.sc 
contrasts and convergences. 

To start with, the above cases of agrarian 
change suggest how there is no necessary 
movement towards agrarian capital ism, even 
less any universal tendency for a feudal 
agrarian economy to evolve to agrarian 
capitalism - as is clearly evident from the 
case of France. 

At one level, the cases of England, 
Catalonia, Prussia and France illustrate the 
very diverse paths of development of social- 
property systems and the nature of social 
organtsation of production which grew out 
of the decay of decentralised feudal surplus 
extraction relations. ,Such diversity can be 
said to be illu.strative of, and in a great 
measure due to. different outcomes of 
essenti al I y si mi lar agrari an cl ass con 11 ic t and 
struggles undcrdifferentobjcctivcconditions. 
Thus, in England, France and Catalonia, the 
(leasantry won freedom from serfdom through 
a protracted .socio-political struggle whereas 
in Prussia, .serfdom was abolished through 
constitutional reform from above. The 
peasantry in France (as well a.s in south and 
west Germany, which we have not discussed 
above) won for it.self freehold right over land 
through organised resistance; the same was 
true in Catalonia. On the other hand, in 
England, the landed aristocracy was strong 
enough to prevent the peasantry from 
claiming proprietary right over land and was 
by and large able to expropriate the peasantry 
from land through a slow process of 
enclosures which culminated through more 
open political proccs.scs in the parliamentary 
enclosures of the 18th century. In much the 
same way, the Prussian junker aristocrticy 
could extend its proprietary control over 
much of the cultivated land through en¬ 
closures, and this was evidently going on 
even before the agrarian reforms initiated 
through legislative proccs.scs - the latter 
merely accelerated the process of expro¬ 
priation of the peasantry. In the US, there 
was no traditional peasantry to be broken up. 

On the other hand, ihcrc was one outcome 
that can be said to be common to al I the cases 


discussed above: namely, the emergence of 
absolute private property in land - a system 
of unfettered landownership, free from all 
kinds of feudal and collective constraints on 
US'* and alienation of land. At the same time, 
there was no universal, automatic tendency 
towards agrarian capitalism from here. 

In France, what emerged was pre¬ 
dominantly subsistcncc-oricntcd peasant 
family farming on the basis of various kinds 
of peasant proprietorship. The reproduction 
of .such small-scale peasant production was 
predicated upon a number of favourable 
economic and technological conditions which 
obtained till the end of the 19th century.'" 
As we have seen above, large units of landed 
pro|x:rty (ownership holdings) did emerge, 
hut here land-owners went for pure rent- 
extraction, without any productive 
investments. 

Inthrccofihefourcasesinwhichcapttalist 
organisation of production emerged - 
Catalonia. Prussia and the US - there was 
one common aspect; a fusion of land 
proprietorship and entrepreneurship, though 
the hi.storical antecedents out of which such 
a similar situation emerged were different. 
Thus. 1 n the case of Catalonia, a class of large 
peasant-capitalist farmers emerged out of a 
previous struggle against serfdom and 
presumably on the basis of a prior prtKCss 
of peasant differentiation; in Prussia, the 
landlords turned themselves into capitalists 
and ran their estates as capitalist enterprises, 
producing for an export market; whereas in 
the US, a class o( large commercial farmers 
got their lands virtually free and became 
capitalist farmers (employing however only 
a limited amount of wage labour except in 
some crops like cotton). 

'('he case of England was altogether unique 
in this respect. Here, the landed aristocracy 
wa.s able to maintain its supremacy in terms 
of ownership but. through a gradual process, 
helped to create a class of gentleman farmers 
who leased in land from the owners on a 
large-scale who entered into an essentially 
symbiotic relationship with these capitalist 
tenant farmers who pioneered productivity¬ 
raising innovations. .Such a sy.*>tcm pre¬ 


supposed a high degree of differentiation 
within the pre-existing system of petty peasant 
production, through a process of competiti ve 
extinction of small peasant tenancies in those 
lines of agricultural production where there 
were significant economies of scale, and the 
emergence of tenants with large holdings 
who were in a po.sition to pay higher rent 
and still make adequate profits through higher 
productivity. The whole process, in short 
prc.supposcd competitive pressure not only 
in the product market but also in the land- 
lease market, alongside discrete jumps in 
productivity. 

What was the nature of the relationship 
between a formal capitalist organisation of 
production and technical innovation? Within 
the group of ca.ses discu.ssed above where 
fonnal capitalist organisation of production 
emerged, the pace, nature and timing of 
adoption of technical innovations seem to 
have been conditioned by a number of 
factors, such as (a) the demand and supply 
conditions in the agricultural labour market; 
(b) independent of the labour market situation, 
the ability of landowners to control labour 
power and minimise labour cost, dcjiending 
on pre-existing forms of labour use and level 
of organisation and bargaining power of 
labourers, in short, the balance of forces in 
the struggle between landowners and 
labourers, a crucial objective determinant of 
this being the rate of expansion of non- 
agricultural/industrial employment; (c) rate 
of growth of product markets and of 
competitive pressures for cost reduction and 
(d) development of chemical and 
metal lurgical industries, and of the biological 
sciences 

So long as there was a .stable supply of 
cheap labour, and industrial progress had not 
pnxxreded far enough to offer various forms 
of agricultural mechanisation, the technical 
innovations - if any - seem to have bi*en of 
a labour-using and land-augmenting nature. 
Appearance of relative labour short-age and 
rise in labour costs created initially the basis 
for adoption of labour-saving technical 
innovations. Thus, in England, roughly from 
1830s, relative labour shortage coupled with 
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the threat of unionisation of farm labour, 
prompted intensive labour-saving mechanical 
innovations: by 1874, about 57 per cent of 
cum area harve.st was mechanised (Collins 
1969:75]. On the other hand, the Prussian 
landowners, by virtue of being able to 
maintain their old ft udal privilege, were able 
10 keep down wages much lunger by various 
arrangements of tying labour, it is only with 
competitive threat from relatively low-cost 
producers in the world wheal market, coupled 
with the appearance of a labour shortage 
following rapid expansion of industrial 
employment, that labour-saving innovations 
began to be adopted around the turn of the 
century. Such a technical reorganisation of 
production was accompanied by a change in 
labour relations: a movement towards wage 
relations proper, free from all personalised 
ties between landowners and labourers. In 
the US, absolute private properly in land 
came into being in a situation of acute 
relative shortage of labour which prompted 
the landowners to go for intensive labour- 
saving mechanical innovations ultnosl from 
the outset. 

Ill 

On the basis of the above discussion of 
the contrasts and convergences in the nature 
of social-property systems, mode of 
organisation of production, etc, foi the set 
of cases of western countries considered, wc 
arc now in a position to identify the general 
principles underlying the emergence of full- 
Hedged capitalist agriculture, some ol which 
stem from the specific characteristics ol 
agriculture. 

(1) l,and IS a unique means of production, 
in that It IS non-reproducible, unlike 
machinery, raw materials oi labour power. 
Given this non-reproducible nature of land, 
concentration of land ownership in large 
units - which could form the potential basis 
for capitalist organisation of production - is 
historically cmcially dependent on how far 
the process of centralisation of land (creation 
of large unified ownership holdings by 
combining a number of existing small ones) 
can go. If small hold peasant property has 
entrenched itself historically, the extent of 
concentration would depend on how easily 
such a dispersed system of peasant 
landholding can be destroyed by a process 
of displacement and consolidation. This is 
turn would, depend on the extent of active 
resistance put up by the peasantry, its internal 
cohesiveness, the extent of state support for 
It, etc. 

A related condition is the emergence of 
a land market. This would imply that all 
feudal/collective constraints on free 
alienability and use of land arc removed and 
land acquires social mobility so as to be open 
to capitalist economic calculus in its use. 

(2) Even if a system of individualist, 


absolute private property and a class of large 
landowners comes into being, free from 
feudal/collectivc constraints of use and 
alienation of land, it does not mean that a 
system of capitalist organisation of 
production automatically follows. This is 
due to the fact that, when land becomes a 
property monopoly (in the sense of 
‘monopoly’ of a class of landowners) in 
addition to being a natural monopoly (becau.ve 
of Its non-rcproducibility), there is a possible 
divergence between property relations and 
production relations. This is because, the 
class of landowners, given its monopoly of 
ownership and the non-reproducible nature 
of land, can now charge a rent for the use 
of land by the sheer virtue of their monoptily 
of land and thus extract the entire surplus 
product as rent. Thus, surplus-appropriation 
in this case dues nut necessarily presuppu.se 
capitalist control over the process of 
production. Indeed such a system of absolute 
ground-rent could lead to the perpetuation 
of small operational (peasant) holdings and 
become a hindrance in capitalist organisation 
of production on the basis ot larger production 
units and investments required for realising 
economies of scale. 

.So what is crucially necessary fur 
overcoming the barrier of absolute ground- 
rent is a discrete jump in the productivity 
of land so that there is a surplus over and 
above the level ol absolute ground rent The 
thteshold level of land productivity which 
would make capitalist cultivation profitable 
would depend on the level of absolute ground- 
rent which, in turn, depends on (i) the extent 
of inequality of landowiiership, (ii) the rate 
of expansion of non-agncultural employment 
(>pportunitics and hence the extent of 
demographic pressure on land, and (lii) the 
extent of semi-proletarianisation within the 
class of peasant cultivators and hence the 
extent of land hunger. 

(3) Starting from a situation ol petty (lensant 
production, whether or not this will lead to 
internal dilfcrentiation in the direction of 
peasant capitahsm really depends on the 
extent of operation of .systematic competiti ve 
pressure in pioduct and/or land lease market 
toadopt cost-reducing technical innovation!,. 
This, in turn, will depend on the pattern of 
land ownership. For example, where 
organisers of production arc owner- 
cultivatois, they arc free from systematic 
competitive pressure in the product and/or 
land lea.se market, particularly in a situation 
where ‘support price' policy of the state 
could remove the element of competition in 
the product market. 

(4) Even if there is competitive pressure 
in the product/land lease market, whether or 
not this will have the dynamic long-term 
consequence of leading to an elimination of 
small peasant producers and dominance of 
capitalist organisation of production would 


depend on the nature of technological change: 
whether or not technological innovations 
embody significant economies of scale, so 
as to give a competitive edge to large-.scale 
capitalnst production. This, is turn, would 
depend on the technical charactciistics of the 
crop produced. Fur example, it has been 
suggested that the dry grain farming system 
of the west generates significant economies 
of scale, unlike the wet rice agriculture of 
much of Asia (Bray 1983]. 

(5) In a situation where there has existed 
historically a class ol landless labourers (as 
seems to have been the case of Prussia and 
was the case in India) and there emerges a 
class of individual landowners with absolute 
private property m land, what is important 
to analyse from the point of view of 
development of capitalist relations is not 
simply thequestionofaquanlitaliveincrc.ise 
in the incidence ot landlessness (say, as a 
result ot an increased extent of peasant 
differentiation), but of qualitative changes 
in earlier forms of labour use, whereby the 
earlier customary, particularistic ties between 
landowners and labourers (the obligation of 
landowners to ensure subsistence of 
labourers', hereditary attachment of labourers 
to landowners, etc) is slowly replaced by 
‘free’ wage relations. 

From the earlier historical description of 
Prussian agriculture, it is possible to discern 
two logical stages through which the nature 
of the traditional relation between landownei's 
and landless labourers changes towards ‘free’ 
wage relations. 

In the first stage of changeof the traditional 
landowner-labourer relation, there occurs 
what can be called a rcconstiliition of the 
earlier relation following a change in the 
economic calculus of landowners which in 
turn, IS caused by various objective 
conditions. |x;nelraiiun ol market relations, 
a discrete jump in land productivity which 
makes capitalist direct cultivation profitable, 
etc. 

In thi.> stage ot rcconstitutron, landowners 
attempt to remove (hose elements of the 
traditional relation (such as provision of 
.suhsistenceoflabourersandothercustoii' tr) 
perquisites) which now become uneco¬ 
nomical III terms of the new cost-profit 
calculus, while attempting tostrengthen those 
elements of the earlier relation which 
minimise the cost of labour as the demand 
(or labour on a perennial or seasonal basis 
rises appreciably (due to an incrca.se in output 
following an increase in land productivity, 
as well as an increase in >abour requirements 
per unit of land). 

Here the landowners try to use their 
traditional social and political power as the 
basis for adopting ‘extensive’ means - such 
as increasing the length of the working day, 
the intensity of labour or a piece-rate wage 
system - for keeping the cost of labour low. 
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through perhaps maintaining, or even 
strengthening, the various kinds of labour- 
tying arrangements characteristic of the old 
relation. 

(6) In the second stage of change of the 
traditional landowner-labourer relations, 
there occurs a qualitative transformation 
proper, under the impact of a complex of 
interrelated subjective and objective 
conditions. 

First, organised struggle by labourers 
against the ‘extensive' means applied by 
landowners to reduce labour cost, such as 
lengthening of the working day, increase in 
the intensity of work, etc, and the extent to 
which such struggles result in an increase 
in wages. 

Second, and this objective factor has in the 
long run a crucial bearing on the course of 
the above-mentioned struggle - the rate of 
expansion of non-agrieultural employment 
opportunities which could lead to a situation 
of relative labour shortage within agriculture 
and hence an increase in labour cost. 

A third special condition is competitive 
pre.ssurc from low-cost producers in the 
product market to reduce costs. 

The above three conditions jointly or 
.separately impose an objective compulsion 
on the part of landowners to introduce 
technical reorganisation of production along 
more intensive lines, in the form of adoption 
ol labour-saving (co.si-rcducing) technical 
innovations which increase the jiroductivity 
of labour. 

Since the earlier fomi of labour use (various 
kinds of labour-tying arrangements) had its 
basis in ensuring a steady supply of cheap 
labour, a basis which gets eroded under the 
new subjective and objective conditions, the 
abovementioned technical reorganisation of 
production is accompanied by a change-over 
to ‘freer’ forms of wage relations - a 
strengthening of the cash nexus in the labour 
contract, reduced reliance on a permanent 
labour force (which now becomes costlier) 
and increa.scd reliance cn seasonal wage 
employment (given that there exists a 
population of seasonal (migrant) labour-in 
short, crystallisation of free wage relations 
proper. 

IV 

What are the implications of the above 
pnnciples of agrarian change for the path of 
development of agiarian socio-economic 
structure in India',' My purpose here is not 
to examine this question in any detail, but 
to make a few general observations it a 
certain abstract level. 

It is in this connection that the question 
of the nature of pre-colonial agrarian socio¬ 
economic structure in India becomes 
important. We start with the implications of 
our proposition that there was no feudalism 
(in the west Kuropean sense) in Indian hi story. 


This meant that there was the absence of a 
feudal landed aristocracy, manorial 
organisation of production and feudal contnil 
(on the basis of private political, judicial and 
military powers) over land and peasantry. 
Instead, land revenue was the dominant form 
of appropriation of the surplus product, which 
accounted for, in most regions of Mughal 
India, from one-third to one-half of the gross 
prodice [Habib 1969:.38; 1983:.‘59-6I[. 
Though the organisation and appropriation 
of revenue-collection was essentially 
centralised, there were local magnates and 
potentates (/amindars) who had acustomary, 
hereditary right to a share (from 10 to 25 per 
cent) in the gross land revenue [Habib 
l969;37-.38]. Moreover, in.sofar as land 
revenue was asses.sed on the village as a 
whole in the form of a lump sum demand, 
the village headman was a crucial village- 
level li'nk in the revenue-collection 
machinery In the Mughal-ruled area, the 
village headman, like the zamindar, had a 
customary share i n the gross revenue col Iccted 
as his remuneration. After the propoitional 
claims in the gross revenue of local and 
village-level revcnue-asses.sors, revenue- 
collectors, village hcadn”*ii and zamindars 
were met, thv, ..ct revenue was predominantly 
used by a class of urban-based military nobles 
(‘marsabdars’) in the form of largely non- 
hereditary revenue assignments (‘jagirs’) 
which was not based on any permanent 
territonal claims by these nobles, since the 
Mughal rule was deeply committed to the 
practice of periodic transfers of jagir [Habib 
1969, 19831. Such a centralised mode of 
surplus extraction and surplus disposal 
presupposed a pattern of .social di.stribution 
of landed property that was predominantly 
peasant-based. Correspondingly, in the short- 
run, the dominant conflict was between 
different grades of landed interests for 
control over a share in (he surplus, while in 
the long-run, the intensifleatinn of such a 
mode of surplus-extraction led also to 
stagnant peasant-based agriculture [Habib 
1969:1983]. 

We may now contrast the above picture 
with that ol Prussia (which we have descri¬ 
bed earlier) t«i see how the path of landlord 
capitalism was ruled out in the ca.se of India 
(for those regions for which the above picture 
broadly holds good). As we have seen, in 
Prussia, the junker landed anstocrais were 
able to enserf tiie peasantry by 16th century. 
They had middic-si/cd estates (iclativc to 
the size ol ‘latifundia') which they were 
managing directly using serf labour while 
producing lor a booming export market. Even 
belorc the agrarian reforms of the early I9lh 
century, they seem to have been able to 
expropriate the peasantry on a large-scale 
through enclosures, giving rise to a large 
landless class. The reforms led to a further 
expropriation of the peasantry, rc.sulting in 


further redistribution of land in favour of the 
junkers. This happened because of the heave 
commutation dues that the peasants were 
obliged to pay which was a reflection of the 
heavy feudal burdens (as we have seen, five 
to six days a week of corvee per peasant 
household). The Russian junkers were able 
to create large-.scalc capitalist enterprises on 
the basis of effective control over a large part 
of the land which, in turn, was possible due 
to their .structural position in Prussian 
society - their complete monopoly of 
political power. In Mughal India, on the 
other hand, there was no class which could 
extend its control over land by expropriating 
the peasantry; the major beneficiaries of the 
centrali.scd mode of surplus extraction, 
namely, jagirdars, zamindars and village 
headmen, occupied a structural position 
vis-a-vis the centralised royal authority which 
could not endanger peasant-dominated 
organisation of production within the vi I lage. 
Perhaps a graphic illustration of the struc¬ 
tural position of zamindars in Mughal India 
vis-a-vis the centralised authority on the one 
hand and the peasantry on the other, is the 
.significant evidence that peasant uprisings 
were often under zamindari leadership [Habib 
1969; 1983]. The same can be said of the 
structural position of village headmen: they 
often joined the peasantry in de.serting the 
village en masse as a protest against any 
unreasonable increase in the land revenue 
demand. 

For the same rca.son that the landlord- 
capitalist path was unlikely in the case of 
India, the emergence of large-scale capitalist 
tenant farming of the English type was also 
unlikely, since a crucial necessary condition 
of the latter was concentration of land in 
large ownership units. Thus, as we have 
.seen, the English lords alieady had 33 per 
cent of cultivated land under demesne 
cultivation as early as the late I3(h century 
and another 33 per cent under customary, 
villein tenure, the latter being virtually lords’ 
land. .Such an early pattern of social 
distribution of landed property made it 
possible for the English landlords and the 
gentry to concentrate as much as 70 percent 
of cultivated land as their absolute pnvate 
property by the end of the 17th century. 

On the other hand, there were certain forms 
of private property in land in pre-colonial 
India which could form the basis of capitalist 
organisation of production. We need to 
consider two of these forms: first, home- 
farm land (variously called ‘khud-kasht’, 
‘nij-jotc’, ‘bhogra’ ,etc)of zamindars, village 
headmen, etc, and second, land grants to 
brahmins. This, coupled with the fact of the 
existence of a class of landless agricultural 
labour, meant that there was a certain kind 
of polarisation within the village What was 
the quantitative and qualitative significance 
of this? 
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The home-farm land arose out of the fact 
(hat zamindars, village headmen, etc, were 
remunerated for their revenue-collection 
service in terms of rent-free land rather than 
a share in the gross revenue. 

As regards the exent of such lands under 
direct cultivation through hired labour, there 
is little quantitative information available 
forMughal india[Habib 1969; 1983]. Insofar 
as such lands were held revenue-free, the 
extent of it would be limited by the overall 
centralised mode of surplus extraction, and 
given the structural position of zamindars 
and village headmen in such an overall 
context. In fact, there is evidence of restriction 
imposed by the centrali.sed royal authority 
on the possession by village headmen, etc, 
of land for direct cultivation. 

Moreover, capitalist production is not 
simply u matter of use of hired labour nor 
merely production for the market but also 
a question of a systematic advantage over 
peasant cultivation in terms of productivity/ 
surplus per acre. Given the nature of 
techniques of production in agnculture in 
Mughal India and the fact that the bulk of 
the surplus was absorbed by land revenue 
for revenue-paying home-farm land, it is 
doubtful whether capitalist production on 
such lands possesed such an advantage as 
to lead to a significant subversion of peasant 
agriculture [Habib 1969; 198.1]. 

As regards land-grants to brahmins, we 
have to make a distinction between grants 
of already occupied land on the one hand 
and unoccupied land on the other. As regards 
the former, the grantee merely appropriated 
the surplus previously going to the state. As 
regards the latter, there is little information 
regarding the nature of organisation of 
production on such lands, though in this case 
the grantees were using hired labour. But the 
nature of the relationship between the land 
grantee as employer and the hired labour as 
employee has to be seen in the overall context 
of the institution of caste, in particular, the 
patron-client (‘jajmani’) relationship. In any 
case, as in the case of home-farm land, given 
the level of technological development, the 
organisation of production on lands granted 
to brahmins could at best be formally 
‘capitalistic’, i e, one with a stagnant 
productivity of land and lacking any 
reinvestment of the surplus. 

In short, we could say that a crucial neces¬ 
sary condition for capitalist organisation of 
production, namely, emergence of absolute 
private property in land, had occurred to 
a very limited extent in pre-colonial India 
and the social-property system was 
predominantly characterised by what may 
be called conditional private property in land. 
This is not to speak of other crucial necessary 
conditions for capitalist agriculture - such 
as competitive market conditions (both in 
land-lease and product markets), emergence 


of capitalist ground-rent, etc, - which, as we 
have seen earlier, were emerging in England 
between 16th and 18th centuries and in 
Prussia during the 19th century in both cases 
following the emergence of absolute pn vate 
propcly in land and accompanied by large- 
scale enclosures and expropriation of the 
peasantry. 

Now it remains to be seen in what ways 
and to what extent the colonial rule brought 
about a transformation in the pre-existing 
social-property system and the nature of 
organisation of production. As for the pre- 
colonial pcricxl, here again our general 
observations have thcirempirical basis mostly 
in the two districts of our study. 

The British colonial nile in India carried 
with it the ideas of economic/legul 
individualism and liberalism; ‘enlightened 
self-interest’ and free play of market forces, 
which they sought to apply to the inherited 
agrarian society. The major impelus ol the 
colonial rule for agrarian liberalism in India 
came of course from the former’s search for 
a convenient and effective methiKl of land 
taxation. In this the colonial authorities were 
acting under the influence of the utilitarian 
ideas of James Mill and the Ricardian theory 
of rent which they thoght could be readily 
applied to Indian agranan society. 

That the above ideas were unsuitable to 
Indian conditions was to a great extent due 
to the nature of the pre-colonial system of 
land tenures. Under this system, the mode 
of surplus-extraction was essentially 
centralised and the structural positions of 
zamindars, village headmen, etc, was such 
that the latter had only some shares in the 
gross revenue collected. The peasantry was 
‘free’ in the negative sense of not being 
en.serfed and enjoyed a usufructuary, 
hereditary right in land. 

A class of zamindars was reinstated by the 
colonial administration as revenue-collectors. 
The right of revenue-collection was equated 
with absolute private property in land by 
colonial land policy on the basis of a 
comprehensive legal framework. Thus, the 
new zamindari tenure was hereditary and 
transferable and the zamindars were free to 
settle tenants on newly reclaimed lands and 
thus enjoy the profits of new cultivation. But, 
nght from the beginning, there was a number 
of constraints on the zamindari tenure 
preventing the same from effectively turning 
into absolute private property in land. First, 
the colonial land policy simultaneously 
recognised a cla-ss of village-level sub- 
proprietors as having the same set ot 
rights within the respective villages as the 
zamindars with respect to their estates. 
Second, the colonial revenue administration 
authoritatively settled the rents to be paid to 
the zamindar by individual tenant holdings 
comprising the zamindan estate and which 
were fixed for the term of the settlement. 


Moreover, in rent assessment, the caste 
differential lates of rent paid by a group of 
privileged ‘tenants’ were accepted as such. 
Thirdly - and perhaps mosi importantly - 
the colonial revenue administration, through 
restrictions on rent in its tenancy legislation, 
created a class of petty (Kcupancy tenants 
whose rents could not be manipulated by the 
zamindars, and whose nght of transfer was 
given legal acknowledgement. The essential 
effect of the above factors was to tend to 
curtail the right of the zamindars to charge 
competitive rents. This meant that the lease 
‘market’ was not such as to drive the 
inefficient out of the market thmugh a priKess 
of competition among the tenants - one ot 
the crucial processes through which large 
capitalist tenancies emerged in English 
agriculture, as we have .seen. 

In other cases, though the village headmen 
were recognised as revenue-collectors and, 
by implication, as ‘propnetors’ of land, they 
were granted ah.solute proprietary right only 
over their home-farm land. Foi the peasant- 
occupied land, the rents of individual holdings 
were authoritatively settled by the colonial 
revenue administration, and the right ot 
village headmen with respect to such lands 
was confined to the collection of rents already 
fixed for the term of the settlement. To this 
extent, the colonial land policy was a 
compromi.se w,<th the system of land tenures 
which the colonial rule inherited, rather than 
any attempt at a wholesale transformation 
of the same in a capitalist direction, either 
after the English or the Prussian pattern. 

Apart from the pragmatic land policy of 
the colonial rule (which was unable to bnng 
about the necessary institutional changes), 
there were two other conditions in the broad 
colonial context which came in the way ot 
a possible capitalist transformation of 
agnculture. First, the demographic pressure 
on land was mounting largely because of (at 
best) a stagnant non-agncultural economy. 
.Second, there was no slate-supported and 
state-subsidised supply ol those technical 
innovations which could bring about a 
quantum jump in land productivity so as to 
make capitalist direct cultivation profita;>lc. 
Underthc circumstances, pure rent-extraction 
method of surplus appropriation was 
preferred and the bulk of the net suqilus went 
owards land purchase and usurious 
moneylcnding. There was. no doubt, an 
ongoing process of stratification within the 
peasantry and growing landlessness, 
throwing up a thin stratum of rich peasants; 
this was not the result ofacapitulist dynamic; 
it was rather the result of increasing 
demographic pressure and pauperisation 
within the peasantry as a thick stratum within 
the latter was caught in a web of market 
relations. 

The broad conclusion that we would like 
to draw from the above is that there are long- 
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term historical limits (set by. wc can now 
say, the nature of the prc-coloniai agrarian 
socio-economic structure and the legacy of 
colonial rule) to specifically capitalist 
economic development of agriculture (and 
associated class divisions) in India. More 
specifically, the rules of the state and of the 
urban economy in fostering capitalist 
transformation withinagricullure-the factors 
which were crucial in the European context - 
should be addressed insofar as these have 
been historically very different in the Indian 
context. 

In the post-colonial period, the effect of 
land reforms and the state-subsidised seed- 
fertiliser technology has undoubtedly been 
to strengthen a class of rich peasant and 
landlord capitali.st farmers. But it still 
remains true that a thick stratum of small and 
middle peasant-cultivators continues to 
persi.st, which compri.scs, to give figures 
for one region, half of all rural households 
and owns up to 60 per cent of the cultivated 
land." 

Moreover, there has been an increasing 
demographic pressure on land as the pace 
of industrialisation has nut been fust enough 
to absorb the incremental population. This 
has led to subdivision of ownership holdings 
at such a late as to bring about a downward 
shift in the acreage structure of landholdings 
(see National .Sample .Survey’s Reports on 
Ixmdholdings) rather than leading to a 
concentration oi owncrship/operational 
holdings under the impact ot the new 
technology. 

Though the adoption of the new techno¬ 
logy has led to substantial growth in land 
productivity, on the other hand, the rate of 
decline in land per male worker (rctlecling 
an increasing demographic pressure) has 
been .such as to lead to a fall in male 
worker productivity in most legions, at 
least till the early 1970s [Alagh ct al 1978; 
Table 2], 

Notes 

1 In whai fullow.s, we have relied most heavily 
on Brenner 11976, 198?). 

2 .See lliltun's 'Capilali.sm - What’s in a Name', 
in Hilton (ed), (1978b), p I.S4 

.? .Sec Dobb, ‘A Reply’, in Milton (ed) (1978b), 
p 64. 

4 Here we have mainly relied on Winson (1982) 
and some of the refercnce.s cited Ihcrcin. 

5 for what follows, wc have relied on Brenner 
(1976), p 56 ff 

6 Estimated on the basis of the information that 
such labourers numbered about two million 
ml849 ' Mobsbawn (1980). p 185, and by 
using the estimate of total agncultural labour 
force for 1861 given in Tipton (1974); see also 
Dickler (1975), Table 7-2 

7 Dickler (1975), p 280; sec Table 7-2 in the 
■same place for the much higher proportion in 
1861 in some districi., 

8 Weber (1979), p 181. cited in Winson (1982V 


pp 392-9.1; see also Weber (1977), p 382. 

9 Thus, in the U.S in 1940. the investment needed 
for a profitable farm was estimated at $ 29,(X)0 
for mai/a:- growing, $ 25,000 for sheep-raising 
and $ 17,0(X) for wheat-growing. By 1958 
these figures had nsen to 97,0(K) 84,(ioO and 
81,000 respectively: see Mandel (1962). p 
292. 

10 See Grantham (1975), pp 293-326, for a 
discussion of such conditions. 

11 Th'se figures are based on data collected for 
a number of villages in Andhra Pradesh during 
1977-78 : Parthasarathy (1982) 
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PERSPECTIVES 


Reclaiming the Public Sphere 
Husain’s Portrayals of Saraswati and Draupadi 

Monica Juneja 

Explanation for why a particular work of art done 10 years ago 
gets singled out for an act of vandalism must he sought in the 
specificities of the present historical moment. Targeting M F 
Husain for his nude portrayals of Hindu goddesses can he read as 
a continuation of the upper caste Hindu preoccupation with the 
policing of female sexuality in order to huild a masculine nation 
out of homogenised hindutva. 


RECENT months have seen a medley of 
opinions expressed over what has been 
termed the ‘Husain affair’. The arguments 
and positions advanced in this debate have 
tended to posit a senes of oppositions - 
between ‘the freedom of the artist’ and ‘the 
sensibilities of the community’, between 
virtue and obscenity, between an elite of 
intellectuals and the ‘common man’, between 
a harmonious, composite definition of 
‘Indian ness’andahomogenising,exclusivist 
definition that repres.ses all strainsof cultural 
plurality. To what extent di^s the structure 
of such oppositions enable us to grapple with 
the is.sues that lie at the heart of this debate? 
Given that art is never an autonomous, 
di.sinterested activity, what is the relationship 
between artistic creation and the formation 
of communities and traditions?Through what 
mechanisms can the question of contesting 
interpretations of a work of art be 
meaningfully handled? How can anxieties 
triggeredoff by a specific work of art, singled 
out from the entire oeuvre of an artist for 
criminal assault, be explained? And finally, 
is the position, so often taken in the present 
debate, “we condemn the violence but protest 
against the outraging of faith by obscenity” 
a logically tenable one? 

Let us begin by examining the ways in 
which works of art come into being, acquire 
meanings, as also the implications of these 
processes f 9 r individuals and communities. 
Artists generally draw their ‘raw materials’ 
from their suirounding worlds, from their 
experience of those worlds, and from a 
repertoireof motifs and symbols collectively 
designated as tradition. A work of art then 
acquires specific meanings through the ways 
in which the artist reworks these materials, 
from the language he or she uses to reorder 
them on the two-dimensional surface of a 
canvas. In this process an artist could be 


drawing upon earlier meanings of a motif 
or a symbol, or could be extending, re¬ 
adapting or questioning these meanings. To 
take an example, when the painter Jamini 
Roy, at a historical moment of nationalist 
ferment, chose to paint an image of Chri.st, 
he was not simply copying a Byzantine icon. 
Rather he was assimilating the motif of the 
icon within his own pictorial idiom by giving 
Christ the face of a .Santhal peasant. In doing 
so he was delinking the icon from its ritual 
meanings, building a bridge between 
traditions by highlighting the underlying 
humanity of the motif. 

Meanings of works of art are however 
never static or fixed for all times to come. 
They grow beyond the intentions of the 
artist, according to the ways in which an 
image or a text is understood and 
appropriated. For the reception of a cultural 
product is far from being a wholly passive 
or homogeneous process. Reading, viewing, 
listening do not subject consumers of a work 
to the omnipotence of a single aesthetic 
message that they absorb and which 
conditions thenv. Rather these acts make it 
possible to reinterpret or redefine intended 
meanings, also to question, defy or resist 
them. Works of art then, assimilated by 
different individuals and communities, 
absorbed through the Filters of multiple 
identities, enter into a field of exchange and 
dialogue within a space in which contesting 
interpretations can be played out and engage 
critically with one another. 

The notion of a ‘public sphere’, an 
institution that crystallised as part of the 
transition from an absolutist to more 
democratic forms of .society, envisages an 
open civil society as offering a space in 
which a plurality of interests and identities 
could participate in ‘rational-critical 
discourse' on a range of issues and through 


a form of intercourse that disregarded 
differences of status characteri.stic of a society 
of estates.' Habermas’s enquiry, crucial for 
democratic theory, while focusing upon 
bourgeois political and social life of the 17th 
through the mid-20th centuries, aims at the 
same time to reach beyond the imperfect 
realities of this history to recover something 
of the notion’s continuing normative 
importance. The public sphere of the 17th 
and 18th centuries had developed together 
with the rise of the modern state, as well as 
on the basis of capitalist economic activity. 
Civil society emerged within market 
economies as an autonomousdomam distinct 
from the state. It included institutions of 
sociability and discourse shaped by critical 
reasoning: the print media, salons, coffee¬ 
houses, reading societies. Discussion within 
the public sphere presupposed the 
problcmatisation of areas that had until then 
not been questioned. Domains and issues 
ovci which church and state authorities had 
hitherto exercised a virtual monopoly of 
interpretation were opened to di,scussion, 
inasmuch as the public defined its discourse 
as focusing on all matters of common concern 
f Habermas 1982:70ffl. 

While the emerging publicdcscribed itsell 
as inclusive in principle, early bourgeois 
public spheres were composed of narrow 
segments of west European populations, 
mainly educated, propertied men who 
conducted a discourse that ignored the 
interests of those excluded. Moreover, the 
very emphasis on ‘raiional-critical debate’ 
proved itself unable and unwilling to deal 
equitably with concerns ol difference and 
politics o( identities.- The subsequent 
transformations of the public sphere, 
however, turn largely on its continual 
expansion to include more and more 
participants, ns well as on the development 
ol large-scale social organisations as 
mediators of individual participation. While 
Habermas suggests that this inclusivity 
brought about a degeneration in the quality 
ol di.scuur.se [Habermas 1982: chs S and 6], 
adaptation to the requirements of democracy 
do not. in the final analysis, negate the 
emancipatory potential contained within the 
iioiion of the public sphere, one which seeks 
to extend and enlarge the limits of ‘formal 
democracy’. The public sphere of civil society 
was institutionalised through the 
counterposing of state and society. It made 
its initial political mark through commitment 
to the rule of law and could and did function 
as a site for the creation ofa contestatory pub¬ 
lic opinion that would ultimately challenge 
any arbitrary cxerci.se of stale power.' 
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Viewed in Ihe above perspective, what is 
beingtoday posited as an opposition between 
the ‘freedom of the artist’ and the 'interests 
of a community' ts an artilicial one. for the 
realisation of both arc part of the same 
processes, where one is contingent t»n the 
other. The notion of artistic freedom as an 
ab.solutc qual i ty was i n fact part of a roinantic 
myth of bohemia born in the 19th century, 
that valori.scd the artist as a rebel again.st 
‘society’, enjoying the anger of tho.se in 
authority and the misunderstanding of the 
■people’. In practice, however, the ‘freedom’ 
of an artist could only find meaningful 
expression within acultural field from which 
the institution of censorship had been 
eliminated and a diversity of iiilcrpietations, 
identities and interests could proliferate, 
debate and criticise. Artistic creation, in 
fact, involves an act of intervention, one 
which effects spccillc cultural transactions, 
notwithstanding the degree of conscious 
intent on the part of the artist. 

It IS precisely out of these historical 
processes that ‘tradition’ has grown and 
continues to be creatively reworked and 
replenished. What in this debate is being 
defended as tradition has never been a static 
given,sacrosanct once and for all.That which 
we today label ‘Hindu’ has in fact grown 
over centuries through constant interaction 
with cultures coining from the outside - 
Arabic, Persian, Greek - as well as with 
myriad other ’little traditions’ - regional, 
tribal - that have interpreted gods and 
goddesses in ways that often defy and 
contradict one another. The perpetually 
contested nature of tradition makes it difficult 
to use this argument to settle the question 
of what constitutes the ‘essence’ of tradition.'* 
More important, the right to critique and/or 
creatively reinterpret tradition needs to be 
defended against the forcibleclampingdown 
of one single meaning on any dimension of 
tradition. This constitutes nut merely adenial 
of historical processes. It is also a throttling 
of that space vital to an open society in which 
dialogue, growth and enlargement of tradition 
can take place, a space which al lows complex 
identities, of artists and communities, to 
emerge and find expression. 

To turn now to the artist. Husain’s 
biography has frequently been cited as a 
testimony to the many-faceted factors that 
shape the formation of sensibilities and 
identities which cannot easily be 
accommodated within strait-jackets defined 
by religion alone, flie fact that he was born 
intheVaishnavapilgrimcentreorPaiidharpur 
and was nurtured equally by traditions of 
Hinduism and Islam, his being at the same 
time a practising Muslim in many aspects 
of his .social and relig'ous litc, are all held 
up as constituting the “esscnccoflndianncss” 


IHarbans Mukhia, ‘The Artist and the 
Ideologue’, r/ic/’ioneer. October 18,1996]. 
This is certainly an essential dimension of 
Husain’s self-image: an artist whose 
repertoire ranges from figures of Hindu 
mythology to spirited horses, from bullock 
carts, rustic figures and the burlesque of the 
bazaar to the faces and persona of 
contemporary history. Harnessed to this 
image is also the romantic talc of a poor, 
shy young man. drawn to the metropolis, 
where he began earning his li vi ng by painting 
cinema hoardings. Later he mounted the 
scaffolding to paint murals, metamorphosing 
into avant-garde painter, media hyperbole 
and showman.' Trained at the same time in 
western traditions. Husain has .successfully 
deployed the vocabulary of modernism to 
impart to his images a suggestion of 
autonomy, of irony and rebellion, all ol 
which leave viewers of his works uncertain 
about what to call his art - creative amalga¬ 
mation of genres or tinsel kitsch, expen mental 
abstiaction or gimmickry, hut have also en¬ 
sured that even a scrawl sells for (suppo.sedly) 
Rs 80,000 per sq ft (cited by Nikhat Kazmi. 
The Times of India, October l.L 1996]. 

Several of the ideas delineated above 
cluster in Husain’s rendering of Saraswati 
In his sketch the artist has endowed the 
goddess with many of the elements ot 
traditional iconography - the loiu.s, ‘vina’, 
peacock - while al Ihe same time resorting 
to a visual idiom that draws upon mtKiernist 
expressive forms. A numberot interpretative 
possi bilities becomes apparent. Husain could 
once mure be playing with a vision 
celebrating the composite lifcworld of 
‘Indian’ traditions: while the lotus and vina 
stand for the more classical symbols 
associated with Saraswati, the peacock is a 
Buddhist icon that replaces Ihe traditional 
Hindu swan. The faceless demeanour ol 
Saraswati may not he a purely rhetorical 
touch. It evokes an unmistakcable suggestion 
of the blank face of Ihe Prophet as depicted 
in early Arab and Iranian miniatures. At 
another level. Husain’s .Saraswati could also 
be interpreted as an allegory. Rendered as 
form rather than individual and identifiable 
purely tnrough her attributes, Saraswati is 
seated under water holding up the lotus in 
her hand. Her position would suggest a 
vi.sualisationo. ,he traditional symboli.smof 
the lotus in Hindu art: an expressum of 
creativity, as its stalk connects it to the womb 
of the earth like an umbilical curd. It is at 
the creative source, the centre of the earth, 
that Ihe artist places the icon of Saraswati. 
Yet all the strivings in the direction of 
traditional sources are countered by Hu.sain’s 
use of a particular expressive form in his 
rendering of the female nude: this makes his 
sketch both problematic and interesting. 


for it provides his art a route to escape 
from the populist and illusionist calendar 
genre into a more modernist space of 
questioning. 

While the female nude as a genre is firmly 
anchored in indigenous sculptural 
rcprc.sentutions of Hindu deities, Husain’s 
drawing of .Saraswati genullects in that 
direction without however assimilating or 
appropriating its expressive content. Rather 
it draws upon western definitions and 
handling of the genre, said to have been 
conceived in orderto aesthcticiseand idealise 
the male gaze and the object of delectation. 
The female nude had come to constitute a 
princi pal leitmotif in avant-garde art practice, 
from Courbet and Manet to Matisse and 
Picasso, who strove to translate the erotic 
appropriation of the body in paint, leading 
up to aesthcticisation. abstraction, even 
questioning. It is with this tradition that 
Husain attempts tocriter intocritical dialogue. 
His explicit avoidance of idealising formulae 
to rcpre.sent the female body can be seen in 
his rejection both of.the classical forms of 
Hindu .sculpture as well as of the conventional 
European iconography tif Venus and other 
mythical goddesses that proliferated in Salon 
art of the 19th century. Moreover by chixising 
to render the female nude through a .summary 
sketch rathci than a painted surface, he 
even distances himself from a more avant- 
garde art practice that chose to loregrouiid 
the painting of fcmalencss through facture. 
i e, the handling of paint perse. As a result 
Hu.sain’s drawing of Saraswati, for all its 
suggestive erotic power, resists the gaze: 
here there is no gaze to meet, or half meet 
or not to meet, ns in the myriad images 
of the female nude. While the body is 
frontally displayed, its lines are stretched 
to transform rounded curves into bony 
angles and awkward joints - as revealed 
in the handling ol an uncomfortably 
twisted foot, the emaciated breasts, 
clumsily turned wrist and kneecap, lengths 
of hair that evoke blunt rope. Sen.suou.sness 
seems to be countered by strain and 
discomfort, an effect achieved by graphic 
lorm that is not accompanied by the texture 
of a painted surface. 

Draupadi, another of Husain’s works at 
the centre of the pre.sent storm, proceeds 
in a similar vein. For all its roots in 
mythical tradition, the painting of 
Draupadi carries on its own dialogue with 
the genre of the female nude. No longer 
a frontal image, Draupadi’s masses and 
contours are re-arranged in such a way 
as to deflect and resist the pressure of the 
gaze. The gesture of the outstretched arm 
is angled so that it cancels out the inviting 
glance, yet at the same time it exposes an 
awkwardly moulded breast. Hands and 
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feci have become unfinished stumps, the 
face a quasi-obliterated patch, reaching 
out to but not quite attaining a state of 
abstraction. The humiliated earth-bound 
body, disarticulated through the violence 
inflicted on it, rejects all softness, but not 
the flesh. The painter’s facture transforms 
the figure into stark, unmodulated 
contrasts of broad, harsh areas of 
signboard-like paint, where the textures 
of substance and shadow are barely 
di.stinguishabic, and where the painted surface 
refuses the union of visuality and tactility 
.so fundamental to the impasto of many a 
‘great master’. .Seated in the isolation of her 
shame on the banks of the Ganga, the figure 
of Draupadi has been doubly distanced 
through the artist’s gesture of crossing the 
body through deploying two intersecting 
planes - a gesture which discards the figure, 
pushing it to the extremities of the picture 
frame. Husain’s Draupadi remains caught 
within a limbo of uncertainties; it is 
ambivalent to issues of patriarchal violence, 
it also shies away from more daring 
experiments with form. In this .sense a 
comparison, at times made, with the most 
notorious fonnalist of the century, Pablo 
Picas.so, IS particularly ill-suited: Husain’s 
gropings arc far removed tiom the latter’s 
pictorial language which hadevolvcd myriad 
devices ot erotic appropriation and the 
creation ot myths of virility. 

Nonetheless, Hu.sain’s experiments with 
the genre of the female nude provide him 
with a mode of exit from the realm of ideal 
and illusion into that of suggestion and 
dissonance. In doing so, they secure these 
specific works from being assimilated into 
the domainsofpopular art, despite the artist’s 
own flirtation with the world of tinsel 
goddesses and his deft mtinipulation of the 
simctures that enable the dissemination of 
archetypal images of ‘Inditinness’. At the 
same time they help explain the un.setlling 
qualities of these two \s orks, qualities which 
resist a comfortable reading by consumers 
of popular culture. By violating many of the 
codes of popular art, especially in its 
representation of female sexuality, Husain’s 
renderings, especially that of Sara.swati, 
become a catalyst which enabled the surfacing 
of deeper anxieties centering precisely on 
the question pf sexualities. 

If the Saraswati sketch is accused of 
being obscene, the charge translates the 
discomfort evoked by the work. A serious 
look at the drawing is sufficient to point 
to the untenability of this specific 
accusation. For all its ambivalence towards 
issues of the gaze and erotic pleasure. 
Husain’s drawing retains the integrality 
of the human body. It is difficult to find 
within its visual language traces of 


aggression on the dignity of that body, nor 
does its mode of representation fetishise 
elements of the female anatomy for purposes 
of cxpttsure or gratification - criteria which 
do allow us to define the often fluid frontiers 
between the erotic and the pornographic. 

The charge is however significant in that 
the issue of sexualities, male and lemalc, 
does lie at the heart of this controversy, an 
issue fed by powerful anxieties coming from 
source.s outside of the work of art. Questions 
of sexuality and gender roles are frequently 
germane to the building and deliniiion of 
identities. In a national context, notions of 
virility and masculinity tend to be associated 
with the image of a healthy nation, notions 
premised at the same time on the virtue of 
the nation's women which needs to be 
safeguarded by its male citizens. The bogey 
of the Muslim male as a ‘phallic other’,'’ a 
threat to the chastity of ‘our’ women can be 
read as a continuation of the upper caste 
Hindu preoccupation with the policing of 
femalesexualily, perceived as acemral factor 
that would guarantee the maintenance ot 
caste purity. 

The explanation for why a particular work 
of art done 10 years ago comes to be enmeshed 
with such concerns, and so gets singled out 
from the entire body of an artist’s prolific 
production for an act of vandalism, must be 
sought in the specificities of the present 
historical moment. Homogenising hindutva 
has attempted on the one hand to conflate 
caste at an ideological level by creating a 
saffron hero who.se malene.s.s is contingent 
upon thccfficacy with which he can protect 
the sexuality of all Hindu women and, by 
implication, rescue the nation itself from 
emasculation.' Its social practice, on the 
other hand, is characterised by an inability 
to handle the question of caste 
stratification and conflict within Hindu 
society, causing its particular definition 
of ’Indianness’ to disintegrate under the 
force of its own contradictions and 
repressions. Recent events in Uttar Pradesh 
are one witness to the disarray within the 
order of hindutva, in the face of which the 
creation of rallying points acquires urgency. 
A personality like Husain who throughout 
his life has shown comsummate skill in 
manipulating the media and structures that 
nurture the cult of the artist-as-genius then 
becomes an ca.sily identifiable targetto which 
anxieties stemming from a variety of sources 
can be pinned. There is in fact a logical 
connection between the compulsions of 
hindutva and an act of criminal assault on 
an individual, property and the sanctity of 
the public sphere. In this sense the official 
position of the BJP leaders as well as that 
of several .self-designated ‘moderate voices’ 
condemning the acts of violence while 


protesti ng at the same time against the ‘ attack 
on religious sensibilities’ rests on an 
untenable dichotomy." For any move to 
artificially deny and suppress plurality, 
which lies at the heart of the enterpri.se 
of hindutva, is necessarily premised on 
the use of fascist methods as an ultimate 
decisive means to destroy the public sphere 
within which multiple perspectives and 
identities can find expression, engage with, 
contest, subvert and replenish one another. 
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Towards Sustainable Growth: Essays in Fiscal and Financial Sector Reforms in India by Raja J Chcliiah; Oxtord 
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THERE was a time, not so long ago, when 
the idea was propagated that the central task 
of tax policy from the point of view of 
economic development was to mobili.se the 
economic surplus that is not being used for 
productive investment and to direct it into 
productive channels. As a surplus is deemed 
to be prevalent whenever an agent’s income 
is above the level needed to maintain the 
minimum consumption necessary for 
efficiency and for incentives, tax policy’s 
aim was to raise the savings ratio or, what 
amounts to the same thing, to prevent 
consumption from rising with income 
[Chelliah I960], In the 1960s with its 
emphasis on controlled capitalism it was 
never pointed out that such a policy of 
government control over the rate of 
investment would impair the free choice of 
an individual to decide what ponton of his 
income to consume. That such a policy of 
national growth is incompatible with 
consumer sovereignty inasmuch as 
individuals will have limited say as to the 
choice between consuming in the present 
and consuming in the future was not thought 
to be inappropriate as the promotion of 
economic welfare by a government was 
deemed to be through the adoption of an 
investment policy. 

Thirty years later it is argued that the way 
the government has used its fiscal, monetary, 
and other controls has contaminated the 
market mechanism (by, for example, 
subsidising producers at the expense of 
coniiumcrs in an import substitution regime) 
and the market is unable to provide an 
indication of consumer preferences and true 
opportunity costs since the government has 
biased its workings in one way or another. 
Promoting economic welfare is now viewed 
as promoting the preferences of citizens as 
expressed through an untampered market 
mechanism where prices reflect marginal 
social costs and thus permit a Pareto optimal 
resource allocation. The watchword now is 
efficiency and the new regime th.at the 
economic reforms seek to put in place “will 
be more consistent with normal human 
economic behaviour and will therefore be 
conducive to greater efficiency" (p 9). 
Promotingelficiency will in turn, it is argued, 
accelerate economic growth and “such 
growth is necessary lioth for ensuring our 
security and for abolition of poverty” (p 15). 


Such a momentous shift in perception 
frointhc useofaformot controlled capitalism 
to a more aggressive use of the market system 
as a means of promoting the good society 
in India is viewed by Chcliiah as natural 
given that the previous institutional regime 
did not promote .self-reliance - cither in 
terms of balance in external payments or the 
indigcnousgrowth of technology- and made 
rent seeking more profitable. He asserts that 
there arc "economic truths that only 
economists can clearly discern" (p 11) and 
the “daunting task that we economists have 
to perform [is] to promote a change in 
pcrceptionon the part of the state-level leaders 
and civil .servants” (p 15). The author’s 
objective is to promote a climate of opinion 
regarding the economic reforms and to change 
the way the economy is perceived. It thus 
needs to be emphasised that this is book 
which is involved in the construction and 
promotion of a specific ideology that orders 
the way in which we look at the social 
universe. It uses the resources of economic 
theory to argue for a world in which the 
invisible hand of the market promotes our 
interests and sees issues of distribution as 
properly being relegated to the background 
as efficiency becomes the primary objective 
of economic organisation. In what follows 
I would like to examine the nature of the 
cho.sen instrument of change, the market, 
and then to problcmatise one of the central 
concepts of the book - horizontal equity. I 
then close by highlighting the intellectual 
tradition that informs the arguments of the 
book. I go about my task in this manner 
because any good argument forchangingthc 
world - and Chelliah’s is an excellent 
argument - must engage in some sort of 
retlexivity - it must involve .sclf-disclosuic, 
i e, the intellectual exercise explains it.self 
in terms of conception and intent, it must 
highlight its value-.scnsiiivity, and finally it 
must specify tne agency through which 
change is made pos.sible 

Markkts and Effh-ienoy 

The reforms were spurred by the failure 
of the economy to function well enough. The 
previous economic regime, it isoften argued, 
failed to provide the variety, quality and 
abundance of consumer goods that successful 
market economies have provided and 


inefficiencies existed which failed to 
encourage innovations in products or 
production techniques. Even though the 
economy grew at a fa.sier rate during the 
19K0s than in the past, this resulted in a fairly 
rapid growth of external and internal debt 
and a fall in foreign exchange rc.srrve.s 
together with a high rateof inflation. Besides, 
the regulatory framework did not leave 
individuals free to pursue their own projects 
and even led to distoitions besides blunting 
incentives. The reforms through promoting 
a market economy seek to give an enhanced 
role to the values of freedom, efficiency and 
wel fare with the intention of enhancing well¬ 
being. Markets are a preferred means of 
furlhenng well-being because they enable 
individuals to satisfy their preferences. The 
ethical judgment that is treated as non- 
conlro versial by many cconomistsand which 
allows them to speak with apparent moral 
authority on policy questions is the 
identification of well-being with the 
.satisfaction of preferences. Then, other things 
being equal, it it is a morally good thing if 
people are better oil. Pareto improvements 
are moral improvements and Pareto optima 
(which arc eflicicnl outcomes) arc morally 
desirable. Hence, perfectly competitive 
equilibria as they are Pareto efficient arc 
motally good. 

In Its concern with satisfying preferences 
normative neoclassical economics 
necessarily aims to hel p i ndi viduals to pursue 
theirown projects. It accepts each individual s 
view of his or her own good and makes a 
commitment to permit people freely to act 
on their views of what is good and pursue 
their projects, unless the rights of others are 
at slake. In doing so it is neutral as to the 
various views of the good and makes no 
distinction between them. As Hahn (1991) 
argues, “the sadist’s preferences count as 
much as those of more agreeable agents”. 
Surely this is unacceptable and so to make 
the notion of efficiency useful and important 
we may need to identify well-being with the 
satisfaction of properly spruccd-up 
preferences or laundered preferences. Once 
we begin to argue in this way, however, we 
are espousing one theory of well-being and 
not being neutral among different views of 
the good. We have to then accept that there 
are no value-free notions of efficiency as 
proponents of markets would like us to 
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believe. By concentrating on the efficiency 
properties of markets economists are making 
judgments of value. 

Perhaps the most important value judgment 
that proponents who link markets with 
efficiency make is that the preference of 
individuals for their work does not have the 
same weight as the preference of individuals 
for the products that they consume. The 
fundamental proposition of welfare 
economics that markets arc efficient is a 
result that is derived in two steps. First, the 
set of efficient output vectors is found from 
the feasible set and then, secondly, that 
efficient output vector which maximises 
social welfare is determined. In order to 
solve for the set of efficient output vectors 
it is not necessary to consider preferences. 
Thequantity of manpower is allocated among 
productive uses in such a way that it is not 
possible to increase output further - i c, 
given a set of inpuis the manager ol a firm 
IS able to choose a technique of production 
entirely through the pure technological 
relationship between inputs and outputs.The 
problem of choosing the set of optimal 
techniques of production is treated as an 
engineering problem. Once this set is 
determined, then, only arc preferences 
necessary in order todetermine which output 
vector should be produced. By proceeding 
I n this tnannci. preterenccs in order todccide 
how - by the ti.sc of which techniques - 
output should be produced are ignored. That 
the use of a certain technique involves a 
certain way that manpower is used about 
which the agents tn society, especially 
workers, may have views and preferences 
is not considered. Members of society arc 
not permitted to prefer less output to be 
pioduced if they deem that this implies a 
more enjoyable quality of life. If these 
preferences were taken into account more 
efficiency could actually decrease social 
welfare and thereby imply more inelTicicney! 
Welfare economics which considers only 
the preterenccs of consumers and not of 
workers as regards the allocation of work 
is decidedly authoritarian in di.sallowing the 
preferences of workers and takes a restricted 
view ol well-being. 

FTfeciency then is not a value-free concept 
and there is nothing ‘scientific’ about the 
concept. The reliance on mixicrn welfare 
economics to promote the efficacy of markets 
paradigm is misplaced given that in the 
industrial sector of developing economics 
the competition that occurs is in the form 
of product and R and D competition, rather 
than the price competition enshrined in the 
standard paradigm. The concern with static 
efficiency where prices reflect social costs 
is nut quite appropriate and the conception 
of Schumpeter who stresses the importance 
of dynamic efficiency with temporary 
monopoliesincach market with competition 


forcing high expenditures on R and D such 
that profits would be driven down is more 
representative of markets and capitalism. 

It is not that the author docs not recognise 
the deficiencies of the private enterprise 
system. Indeed he points out that capitalist 
economies have a substantial degree of 
unemployment, that continuing high growth 
leads to the depletion of natural resources 
and ecological damage, and that governments 
have been incapable of controlling large 
international enterprises. With pervasive 
unemployment staring us in the face the 
assumptions of the basic welfare economics 
model such as that of the full employment 
of resources and the subsequent 
demonstration that a competitive economy 
is always Pareto efficient seems an absurd 
defence of the goal of efficiency. 'I'hc fact 
of the matter is that market economies have 
endemic unemployment and arc inefficient 
in that agents arc involuntarily unemployed. 
How then can we have recourse to a theory 
that assumes full employment and then hard 
.sells the good properties that emerge from 
the theory such as efficiency? Besides, 
efficiency as used here is a biased concept 
even though it is promoted as being value- 
free. 

RbOlJI.ATION OH FISCAI. DlHiriT 

Governments intervene in the form of the 
manipulation of aggregate demand through 
fiscal policy measures so as to generate 
favourable impacts on the market. What sort 
of government intervention is sustainable? 
The author argues that the regulation of the 
fiscal deficit is imptirtant as the borrowings 
by government could crowd-out private 
investment and the rapid growth ol public 
dehi beyond a point is harmful. As a large 
proportion (about 48 per cent) of the 
government’s net borrowings in Indiabcforc 
the rcforiqs was being u.scd to finance the 
revenue deficit, any reduction of the fiscal 
deficit could only be made possible through 
a cut in government capital formation which 
hampers growth, and so the author is an 
advocate for eliminating the revenue deficit 
first before pruning the fiscal deficit. 'I’hc 
ideal fiscal stance of the government for him 
is one where revenues meet subsidies, other 
tiansfers, interest payments, and the greater 
part of current expenditure and debt finance 
will he used to meet government’s non- 
remunerati VC capital formation, a proportion 
of current expenditure designed to increase 
social capital and productivity, and the 
requirements of financial investments. 
Moreover,given iheratcofdomestic savings, 
the total of domestic borrowings should he 
such that the non-government sector will be 
able to .secure for itself a due share of saving. 
The author is correct to stress that a fiscal 
regime which borrows to support 
consumption, and which cuts investment 


which could create product! vc capacities and 
future income flows, is not sustainable over 
time. 

One means of reducing the revenue deficit 
is by concentrating on controlling the major 
categories of non-intcrest revenue 
expenditures. Thus the author advocates a 
contraction of Ihe civilian staff of the 
government and a virtual freeze on 
recruitment for some time, reduction in the 
consumption expenditure of government 
through temporary withdrawal of facilities 
such as LTC and bonus, limits on the usage 
of free telephones and motor transport by 
government personnel, and the suspension 
of transfers of government servants. He would 
like to sec a phasing out of the export and 
fertiliser subsidies but is against any attempt 
tn prune food subsidies as they affect the 
poor. Alsodefencccxpenditure must be made 
more cosi-ctfectivc but can be kept constant 
in ical terms in the short run. The other 
means ol reducing the deficit is through 
slo wi ng do wn the growl h of i merest payments 
by reducing the existing stock of internal 
debt. The dividend payments by the RBI to 
the central government should be increased 
and used to retire market debt, confiscated 
gold should he auctioned, disinvestment of 
government's equity in public enterprises 
should be stepped up, and a part of the real 
estate owned by the government should be 
sold, and the proceeds from these transactions 
should be used to retire cxi.sting debt. 

The policy recommendations will help in 
making government intervention sustainable. 
However, at this juncture, keeping public 
expenditure constant in real terms and 
reallocating components of that expenditure 
so as to fiirthersustainahility isnot sufficient. 
The management of aggregate demand role 
of the government is an imixirtant aspect of 
the current economic scenario that is being 
neglected. To expect that higher exports and 
private inveslmcnl, including direct foreign 
investment, will solve the demand problem 
is to expect too much. Trade liberalisation 
which increases imports has Ihe potential of 
gcncrati ng only a small nmou nt of net ex ports 
with limited impact on aggregate demaiic. 
.Similarly, private inve.stment in the Indian 
context dcfiends on public investment (which 
has been declining) and the user cost of 
capital which has proved to be high as banks 
are recapitalising and the government 
committed tn financial liberalisation raises 
debt at increasing market rates of interest. 
In such a juncture it is crucial that government 
play an active role and not adopt a hands- 
off policy. Policies to restrict imports in 
some rule-based manner and to boost capital 
formation in the economy are as important 
as encouraging exports. This means that the 
management of aggregate demand is crucial 
and must supplement the reliance on markets 
for the allocation of resources. A policy of 
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state influence over economic activity 
supplemented with a reliance on exports and 
private investment is essential so that 
economic growth is not adversely affected. 

Tax RkI'OKM 

Whilst making projections about the 
growth of public debt (Chapter 5) the author 
had presumed that deficit reduction must 
necessarily take place through a reduction 
in expenditures as the tax-GDP ratios were 
already fairly high and there is little 
justification for relying more on tax revenues 
given an over-extended government with 
considerable over-staffing. In a postscript he 
argues that as along with the retorms the lax 
revenue-GDP ratio has declined, it is now 
necessary to raise the growth of revenues in 
addition to reducing cxticndilures .so as to 
curtail the fiscal deficit and allow the public 
dcbl-GDP ratio to stabilise at a level that 
makes adequate savings available to the 
private sector. The decline in tax-(JDP ratios 
accompanied the tax reform programme of 
the government of India which aimed at 
increasing the share of direct taxes whilst 
enhancing the income elasticity of the lax 
system. It attempted lodo this by introducing 
a tax system which is fairly simple as well 
as transparent, substantially satisfies the rule 
of equal treatment of equals, and has a 
moderate degree of progression. The author 
argues that high progression in taxation loses 
its meaning if hori/ontal equity is seriously 
violated as was the ease under the Indian 
IncomcTax Ad due to (a) many concessions 
and deductions introduced with the intention 
of promoting one objective or another, (hi 
exemption of income from particular sources, 
eg, agriculture, (c) the exclusion ol many 
perquisites, (d) treating incomes friMii capital 
gains more leniently under the notion that 
such gains do not lepreseni incomes, ;ind (c) 
the application of a progressi vc rale schedule 
on an eroded ba.se. 

The author accordingly takes income, 
defined as comprehensively as possible, to 
be the ideal lax bjisc on which to apply the 
tenet of taxation according to the ability-lo- 
pay. In defining the tax ha.sc in this way he 
would like to remove all concessions in the 
tax code as they violate horizontal equity. 
He argues that such savings incentives as 
under Section 8()-L (where dividend income 
up to a specified level from Indian companies 
or the U'n, bank interest, etc, is exempt from 
income tax) only redirect savings and do not 
in general inerca.se the rate of savings, and 
hence only introduce discnminulion against 
savings invested in other forms. .Similarly, 
conce.ssions to taxpayers with icspcct to 
National Savings Ccrtificatcs and Provident 
Fund, he believes, cannot he said to have 
increased savings. That may be true but it 
has to do with the incentive provision for 


savings not being related to net saving, and 
it tax wereon expenditure rather than income, 
then the incentive forincrcased savings would 
be direct and immediate. 

The horizontal equity principle implies 
that the lax system should preserve the utility 
ordenngof individuals - individuals in equal 
positions in the absence of a tax should be 
in equal positions with a (ax in place. 
Individuals ultimately sacrifice utility when 
they pay taxes and so the ideal lax base 
would be individual utility levels. Given the 
practical i mpossibility of (his the best possible 
surrogate for utility should be the tax base 
The problem with the horizontal equity 
principle whether we use income or 
consumption as a surrogate for utility, is that 
these lax bases will be pcrleet surrogates 
only if ircople have identical tastes, equal 
abilities and equal opportunities in the 
marketplace. As people obviously differ 
along these dimensions the correlation 
between consumption or income and utility 
is weak and there is no simple way to turn 
non-idcntical people into equals for the 
purposes of ability-to-pay taxation, f'orany 
tax ba.se and any lax system then we can 
never tell whether the horizontal equity 
pri nci pic i s bci ng promoted or not. Hx tcndi n g 
the logic of the argument, whether tax 
concessions for savings violate the principle 
of horizontal equity is not something we can 
pass decisive judgment on as the author 
projects. Horizontal equity, it seems, will 
only be possible to achieve with lump sum 
taxes and so the favouring of any lax ba.se 
along with its assiK-iuicd e.xempiions and 
exclusions must be on appeal to other 
considerations. 

One of the considerations as to why we 
may need to promote savings is that 
transactions costs and limited markets may 
cause people to save too little and that 
necessitates making special allowances that 
encourage [leople to save more. Another 
reason may be that individuals |K:rccive 
incorrectly the luture benefits of savings 
undertaken now - Pigou’s 'defective 
telescopic faculty’ - and to counler this 
myopia social policy may merit u to be 
important to providcinccntivcMo.save more. 
However, apart from these reasons, there is 
another rea.son as to why we need to promote 
savings. This is because in an environment 
of reforms wb m lax rales are sought to be 
reduced and tax bases broadened, there is the 
possibility that reduced lax rales will be 
accompanied by rising interest rates which 
has adverse consequences for economic- 
growth. This is because taxes have allocation 
cfl'cets. Tax cuts make greater resources 
available for consuming, investing, or 
acquiring claims on overseas resources 
through net exports. This consequence of tax 
reforms is ail the more likely when distributive 
conllict and inflation is high, the tax rcvcnuc- 


GDP ratio falls, the inducement to purchase 
importables is not high, the government 
capital expenditure/government expenditure 
ratio is declining, and there is a deterioration 
in the savings rate. These conditions 
charactense the Indian economy since the 
reforms penod [D’ Souza 1996a, 1996b]. One 
of the ways of mitigating the growth-reducing 
consequence of tax reforms then is todirectly 
boost savings and that calls for a taxation 
base of income which isnot saved. Moreover, 
inasmuch as those who consume arc not the 
equals oftho.se who .save, it is perfectly valid 
to treat savings from income to a lower rale 
of taxation and so more favourably than 
consumption from income. Given the 
administrative constraints, such a direct tax 
will not contribute enough of revenues and 
so will need to be supplemented by an indirect 
lax. The author plugs for an indirect tax 
structure with a full set-off for taxes on 
inputs, the VAT It is surprising that as far 
as the indirect tax goes the administiative 
ease of implementation has not been 
considered. The VAT requires information 
about each stage of production and the 
values of all inputs and output. Monitoring 
and eheck'ng and as.sessing such vast 
amounts of information is a stupendous task 
for any lax administration. Given current 
admini.siraiive capabilities a VAT though 
efficicnl would leave enough scope for 
corruption, inisreportmg and harassment and 
should not be considered currently. We need 
to modify sales taxes to something like a 
fully retail sales lax or some other system 
of taxes but a VAT at this .stage is counler- 
piixluctivc. 

Ra)a (‘'hclliah’s book covers a wide range 
of other issues as well such as the role of 
the centre and the states in a libcrali.scd 
cn viioninent. the nalurcot fiscal and financial 
reforms in Asian countries, and the effective 
rate of corporate tax. The extent ol his 
inlliicncc over piilicy-niaking in India is 
evident from the proposals tor change that 
he has espoused as being necessarily part of 
the agenda for the 1990s and which 
subsequently got executed as policy 
decisions. For instance, in September 1989 
tchaptcr on ‘Economic Strategy for the 
Nineties’) he argued for making the rupee 
convertible through a stepwise procedure 
that included an inlcrim period when a dual 
exchange rale system would prevail. This 
was introduced in the 1992-93 budget as the 
l.ihcrjlised Exchange Rate Management 
System (LERMS). In June 199.^ (essay on 
‘The Impact of the Tax on Corporate Profits’) 
he pointed out that the effective rale of tax 
on book profits is low, and even though it 
dipped in 1993-94, the profits before tax and 
the total tax paid by companies increa.sed in 
that year, and went on to argue that what 
matters is (his increase in profits as it denotes 
accelerated industrial growth. However, 
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companies disbursing substantial dividends 
accordingtohimshouldlegitimatclybc asked 
to pay a minimum tax on the base of gross 
profits minus interest on debt. As is well 
known the M AT was introduced in the 19%- 
97 budget. These and other policies the author 
espouses belong to a vision of reform that 
has long been recognised as being the IMF 
view on reforms. To that extent, there is a 
sociology of knowledge that structures and 
selects the institutional regime to he 
promoted. 

iMFORTANCb OF DEMAND MANAOEMENT 

Though there is no specific Fund approach 
to tax reform, some traditions of the 
appropriate level and structure of taxation 
have devclo|>ed within that institution. In a 
reviewof that tradition Tan/i (1994) recounts 
how Fund mi.ssions have been more 
concerned with issues ol honrontal equity 
than with those of vertical equity.The concern 
with elficicncy by the IMF results in 
recommendations to broaden bases while 
lowering rates, measures to substitute foreign 
trade taxes by domestic taxes and .so integrate 
the economy with the global economy. The 
Fund has also advocated the V AT on as large 
a base as possible, including services and 
imports but excluding exports with a 
pieference for a single late VAT. Fund 
missions have also proposed very tew rates 
of personal income laxes with a lop marginal 
rate not loexceedAO percent, the elimination 
ol most deductions, and the introduction ol 
prcsutiiplivc bases for taxation when it is 
diflicult to mea.surc income. The Fund has 
also been promoting the use of minimum 
taxes like MAT when a major erosion ol the 
tax base has greatly reduced the yield from 
the taxation ot etUcrpiises. All these IMF 
measures are cx.ictly those introduced in the 
Indian context and Clieliiah is a strong 
advocate of that type ot regime. The 
distinguishing fcatureuflhislypcof approach 
IS its excessive attention to administrative 
constraints when formulating policies in 
contrast to the literature on optimal tax theory 
which neglects this. Tlie major shortcoming 
of the IMF-Chclliah approach, however, is 
that by focusing on administrative problems 
and horizontal equity it has thrown the 
rcdistnbulivcroleof government lo the winds. 

Policies of the Fund and Bank designed 
to correct imbalances in the economy 
typically arc of three types. Demand restraint 
programmes emphasise public expenditure 
and deficit reductions, limits on credit 
expansion and real wage restraint. Switching 
policies focus on exchange rate reforms, 
devaluation, and price decontrol in specific 
sectors. Long-term supply policies arc 
efficiency-enhancing measures designed to 
increase the role of the market and reduce 
the role of public intervention and include 


sectoral restructuring, financial reforms and 
trade liberalisation. Chcliiah is for 
containment of the fiscal deficit through 
phasing out the rcvcmic deficit as well as 
shifting out of the budget a sizeable part ol 
the financing of public sector mvesimcni. 
His programme of fiscal adjustment, 
however, docs not favour any cuts in the 
level of public cx|)cndiiurc in real terms. He 
also argues for reform of the external trade 
regime and for making the rupee convertible 
by the beginning of the 21st century. The 
macro-economic implications of this have 
not been spelt out by him. His main effort 
in this book, however, is to recommend 
policies that are efticicncy-ciihancmg and 
which will have a favourable impact on 
economic growth. He believes that such 
policies “cannot in any sense be said to affect 
the pool and needy" (p 9). However, 
efficiency is not neutral. In an elficient 
economy there, can be malnourishmcnt and 
people may be involuntarily unemployed. 
A nd the experience of free market economics 
with their substantial degrees of 
unemployment is a warning that markets are 
not geared to promoting preferences for 
employment. And this means that we need 
togofunherthanjii.st dismaiitlingihe ‘ptrniit- 
liccncc-quota-raj' and making markets more 
Ilexible I Jnless the management of aggregate 
demand is .seriously integrated with the 
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supply-side micro-economic policies that 
boost efficiency, there will be reduced growth 
and employment generation. Ignoring ihe 
demand management role of the slate anuiuiiis 
to sacrificing the growth and employment 
promotion possibiliiies thal exisi. The book 
is right in arguing that the government 
budgetary policy ol the 19M)s is noi 
sustainable. Thai does not mean, however, 
that demand management and rcdisiribiition 
issues are unimportant - m lact they are 
crucial to maintaining growth and 
employment. 

Reference! 

Chcliiah, R J (1960). 'Fiscal Policy in 
Underdeveloped Countries ivith .Special 
Kcicience to India' .Cicorge Alicnand Unwin, 
I .oiidon 

D’.Sou/a. E (I99()a) ‘Hudgelary Policy and 
Economic Growth', Eiimomii mil I'oliluul 
Weekh. Vol XXXI. No XR, pp 2601-0) 

- (l‘)96b) ‘An Assessment of the Tax Reforms 
m India', mmico. Department of Economics, 
University of Bombay 

1 tahn, F( 1991) 'TheWclfaie Hconomicsot Market 
Economics' in D Vines and A A Stevenson 
iciis). Infornmlion. Slrale)(\ milPuhlii Pnhiy. 
Basil Blackwell, pp .SI -'70 
'Tan/i, V (1994)' ‘The IMF and Tax Relorm'm 
A Bagchi and N Stem (cds). Tux PoUcx imil 
I’laiininii in /2e,'c/«/>/ng Countnet. Oxford 
University Press. Delhi, pp ddS-bK 


INDIA: Economic Development in the 16**’ -18“' Centuries 
Outline History of Craft and Trade 

Demy 8vo ppiv-F230 Rs.250.00 

A remarkable work which is the result of patient research of the author 
covering an important period of India’s history The author had to work 
with the realisation that the establishment of colonial rule had destroyed 
India's productive forces and distorted her economic, political and cultural 
development. The vastness of territory and the length of the period unde,, 
study, made the author’s task difficult. But, his conclusions are ably 
argued with formidable array of facts and figures. 

This book is in the syllabi of several Indian Universities like Delhi 
University, Aligarh Muslim University, etc. 

An indispensable book for students appearing for the Civil Service 
Examination. 


Rush your orders to; 

PMIai’s Publishing House 
DB-14/A, Hari Nagar 
New Delhi > 110 064 
Tel: 540 8986 


Economic and Political Wecklv Janimrv 24 too? 



SPECIAL ARTICLES 


Quality of Public Distribution System 

Why It Matters 

Pulapre Balakrishnan 
Bharat Ratnaswami 

This paper argues that price formation in foodgrains markets cannot he fully understood without reference 
to consumer switches between the open market and the public distribution system (PDS) induced by quality 
differences. This is an important aspect of the food economy, for an evaluation of .slate intervention must consider 
not only the welfare of its targeted beneficiaries hut also the welfare of households without access to the PDS 
but who may nevertheless be affected if the w orking of the PDS has a bearing on the open market. 


ACCORDING to case studies (for ex¬ 
ample, Indrakant l9*f5,Nairand.Sivanandan 
1995] and anecdotal accounts some con¬ 
sumers prefer grain from private retail outlets 
rather than trumthc public distribution system 
(PDS). The .si/cable literature that has grown 
around the subject of evaluating the PDS 
has, however, largely ignored this issue. 
Our objective in this paper is to remedy the 
neglect First, we address the question of 
whether indeed it is correct that consumers 
perceive the quality of gram available in the 
PDS to be lower than that of gram from 
competing private sources. The technical 
issue here is how the hypothesis of quality 
differences can be tested on the basis of 
aggregate data alone. Second, even i f qual ity 
differentials exist, how do they matter? The 
implications for policy form the second part 
of the paper. As we shall argue, quality 
differentials can adversely aflect the living 
conditions of the poor. In addition, they also 
constrain the prospects of containing the 
budgetary subsidy on food. Re.storing 
efficiency to the PDS restores equity as well 
us fiscal balance. 

1 

Evidence of Quality Differences 

Let us consider the consequences for open 
market prices following a hike in the is.sue 
price. Suppose, for the moment, that the 
grain supply through the ration shop is 
identical to the supply in the market. Then, 
an increase in issue price ought to dccrea.se 
the open market priccol gram. The rcti.soning 
is as follows. So long as the issue price is 
less than the open m.irkct price, consumers 
would demand grain in the open market only 
after exhausting their ration entitlement. 
Now theopen market demand under rationing 
would depend, among other variables, upon 
the implicit subsidy ••cceived on the ration 
purchases. A small increase in the issue 


price, by icducing the subsidy, produces an 
income effect which lowers the demand for 
grain in the open market and hence the 
market price. 

I low dues this prediction square with the 
data? To answer this question, we analy.se 
the relationship between the open market 
price and the issue price of wheat. The data 
employed are monthly averages of wheal 
prices between May 1971 and April 1994. 
Withinthis peri od.consistingof 273 months, 
the issue price of wheat was changed, in all 
instances upwards, m only 13 months. Tlic 
results arc prc.senied in Table I. Column (la) 
of this table contains estimates from a 
regression of the change in open market 
prices on the change i n issue prices. In column 
(lb), the lagged change in open market prices 
IS introduced as an additional regressor to 
take account of possible autocorrelation in 
the dependent variable. In these columns, we 
choose only those data points relating to 
instances when the issue price increased. In 
columns (lla) and (Ilb) we also report 
estimates for the entire .sample period, i c, 
inclusive ol data points when the issue price 
has not been changed. As in the ca.se of the 
first set of estimates, (lib) is different from 
(lla) because of a lagged price term. 

As can be seen, the estimates in 'fable I 
provide firm evidence of a positive 
relationship between the issue price and the 
market price of grain, a rcsii It which is robust 
to the choice of sample and regressors, 'fhe 
data therefor contradict the prediction that 
an increase in the issue price would lead to 
a decrease in the open market price. The 
siippo' ition that there is noquality difference 
between the PDS and open market grain, 
upon which the prediction was based, cannot 
therefore be true. 

To explain the ob.scrvcd relationship 
between the issue price and the market price, 
we must allow tor the possibility that gtmds 
supplied in the two markets are not the same. 


Consider therefore a model whcreconsumcrs 
perceive the quality of PDS grain to he lower 
than the quality of the grain available from 
the market. We can imagine that, in addition 
to the sale price (i e, the issue price) the cost 
to a consumer of buying a unit of grain from 
the PDS also includes a money value of 
quality difference. Quality here refers not 
just to intrinsic grain characteristics but also 
to attributes ot the retailing mechanism. The 
unobserved private co.sis therefore include 
the costs of transacting in the PDS. Field 
studies of the PDS show that thc.se costs arc 
nut insignificant (Nair and Si vanandan 1995 
and Indrakant 1995(.Transactionscostari.ses 
because of the location of PDS shops, 
uncertain supply, waiting time inqueues and 
the use of incorrect weights and measures. 
As the perception ol intrinsic quality 
difference as well as the costs of transacting 
aie individual specific, the cu.sts of buying 
grain from the PDS also differ among 
consumers. Clearly, of those consumers with 
accc.ss to the PDS, only tho.se whose co.st 
of buying grain from the PDS is lowcrihan 
the open market price would purchase grain 
from the PDS. Others whose private costs 
are higher would prefer to buy from the open 
market. 

Consider now an increase in the i.ssue 
price. This has two effects on the demand 
for open market grain. First, the increase in 
the is.suc price pushes the costs of PDS 
grain above the open market price for some 
consumers. 'I'he.sc consumers switch their 
demand to ihe open market. This is the 
switchover effect, due to substitution. 
.Second, for consumers who remain in the 
PDS, their open market demand decreases 
due to the income effect from a lower impli¬ 
cit subsidy. Since the switchover effect and 
the income effect arc in opposite directions, 
the aggregate demand for open market 
grain and the open market price increase 
whenever the switchover effect is stronger 


lf.2 
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than the income effect. We can infer, 
therefore, that in the wheat market, where 
the open market price has been demonstrated 
to be positively associated with the issue 
price, the switchover effect is larger than the 
income effect. 

Can the existence of the switchover effect 
be shown directly? Since information on 
open market sales is not available, a 
straightforward exercise of relating open 
market demand to the issue price is not 
possible. Some re.searchers have regarded 
the decline in PDS offtake that follows a rise 
in issue price as evidence that consumers 
view PDS grain and open market grain as 
substitutes [Radhakrishna and Rao I9Q4|. 
To see why this is incorrect, consider the 
implications for PDS sales of an increase in 
issue price. Once again there arc two effects. 
The switchover effect leads to a decline in 
the offtake as some consumers exit from the 
PDS. However, in addition, PDS sales may 
al.so decline becau.se consumers who do not 
exit may purchase less grain because the 
reduction in subsidy makes them poorer. An 
inverse relationship between PDS .sales and 
the issue price is therefore not conclusive 
about the existence of a switchover effect 
as such a relationship could be due to the 
income effect alone. 

Switchover effects can. however, be 
investigated by looking at the relation 
between PDS offtake and the open market 
price. If the open market price increases 
(issue price remaining constant), aggregate 
PDS offtake increases too as some con¬ 
sumers switch back into the PDS. On the 
other hand, there is no change in demand 
for PDS grain from tho.se consumers already 
buy ing Irom the PDS. Hence the entire change 
in offtake would be evidence of a switch¬ 
over effect.' Indeed, since issue prices 
change only infrequently while market 
prices vary continuously due to seasonal 
and annual factors, most of the observed 
changes in offtake must be due to consumer 
switches^ between the open market and the 
PDS. 

Table 2 presents the seasonal distribution 
of PDS offtake for wheat for the years 1988- 
89. 1989-90 and 1990-91. These are years 
in the recent past during which the issue 
price remained unaltered and for which we 
have data on the seasonal distribution or 
PDS offtake. As' is well known wheat prices 
are at a seasonal low in April and then rise 
steadily to peak in March of the next calendar 
year. Corresponding to that it can be seen 
that the PDS offtake is minimum in the first 
quarter (when the difference between the 
issue price and the open market price is at 
itssmallest) and then rises as the gapbetween 
the market price and the issue price widens. 
Clearly, the observed changes in offtake arc 
entirely due to consumers switching into the 


PDS from the open market.^ A formal 
econometric analysis is not presented here. 
Readers are directed to the estimates in 
Balakrishnan and Ramaswami (199Sb) which 
support the positive association between the 
PDS offtake and the open market price seen 
in Table 2. 

II 

Why Quality Matters 

In our view, evidence of perceived quality 
differences implies an ineiricicncy in the 
public distribution of grain as it exists in 
India today. Before we proceed to speak of 
the implications of these differentials we 
deal with two issues: the precise relationship 
of quality differentials to the operation of 
the public distribution system and the validity 
of the potential argument that quality 
differential may rellect an optimal inter¬ 
vention. 

Why is PDS grain of lower quality? Wc 
believe that the lower quality of PDS wheat 
is evidence of inefficiencies in the operation 
of the public sector. As far as we are aware, 
there is no deliberate policy on the part of 
the government to procure inferior grain. In 
the case of wheat, government purchases 
take place at market prices'* which means 
that private traders acquire comparable 
quality gram at the .same prices as the 
government.* At the point of sale, however, 
consumers do not regard the grain from the 
two sources as identical. Even when the 
issue price is below the market price, some 
consumers (with access to the PDS) prefer 
to buy from the market. And the number ol 
such consumers increases as the issue price 
increases. Relative to the grain in the open 
market, consumers demand a discount on 
their purchases from the PDS which 
represents their valuation of the cost of 
transacting in the PDS. The appearance of 
quality differentials at the retail outlets must 
then he due to ineflkiencics in the marketing 
chain, such as bad purchase decisions, lack 
of care in storage and handling, and 
indifferent service at the ration shops. 
Whatever the reason, compared to private 


trade, the state apparatus produces a lower 
value of output for comparable input levels.*’ 
We now consider the second issue which 
is the argument that the differential quality 


Table 2: Seasonai DisrniBirnoN or PD.S 
Offtake of Whfjit 


1988/9 

WP 

IP 

PD.S 

Quarter 1 

259.03 

204 

1673 

Quarter II 

274,23 

204 

1912 

Quarter III 

307.17 

204 

1%9 

Quarter IV 
1989/90 

323 40 

204 

2113 

Quarter 1 

278,22 

204 

1401 

Quarter II 

288 41 

204 

1853 

Quarter III 

289 05 

204 

1886 

Quarter IV 
1990/91 

276.31 

204 

1818 

Quarter 1 

286.5 

2.34 

12.58 

Quarter II 

.309.42 

234 

1.503 

Quarter 111 

330.43 

234 

1842 

Quarter IV 

39^82 

2.34 

2409 


Niites. Qiilnicr I refers to the months April to 
June and so on. WP is u three inonlh 
average of ihe wholesale price index of 
wheat (1970/71 ST I (X)). IP isihe prevailing 
issue price (rupees per quintal) PD.S is a 
three months aggregate of wheal ofl'lakc 
fnim the public distribution (’(XKI tonnes) 


Tabif .1. Central Issur. Price 

(Rs per qmnhit) 


Month 

■ Rice 

Common Superfine 

Wheal 

January 1991 

289 

370 

234 

February 1991 

-377 

458 

280 

January 1993 

437 

518 

330 

February 1994 

537 

648 

402 

Source Eronomu Survey. I99.t-<f4 


Table 4 Fikjii SimsiiJY 




(R\ (tOOtnire) 

Year 


Current Pi ices 

1989-90 


2476 


1990-91 


2450 


1991-92 


2850 


1992-93 


2800 


1993-94 


5537 


1994-95 


51(H) 


1995 96 


5250 



Situne Ministry ot Finance, Union Budget 
Documents, Finance Accounts. 


Table I. RiiiAriONSnir between I.ssi'e Prki an"' Oeln Makkf.t Price or Wiiiat 


Var/Reg 

la 

lb 

lla 

lib 

Constant 

-4.73 

-4.46 

1 01 

0.52 


(-1.06) 

(-0 90) 

(1.71) 

(0.93) 

Aip, 

0 66 

0 65 

0.52 

0 48 


(4.73) 

(.3.50) 

(6.05) 

(5 99) 

A'P.-i 


0.08 


0.32 



(0 17) 


(5.94) 

R’ 

.67 

.67 

.12 

.22 

N 

13 

13 

27.3 

27.3 


Notes: The dependent variable is Ap,; ‘P’ is Ihe market price and ‘ip’ is the issue price; all variables 
arc in loganihms; monthly data for the period May 1971 to April 1994 has been used; ‘I’is 
based on observations corresponding to the months in which a change in the issue price has 
occurred, while ‘IT is based on the entire saniple period. 
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may be an optimal arrangement.Thcliteraturc 
on the targeting of bencllts has long ad vocatetl 
policies that induce self selection. In the 
context of the public distribution system, we 
have by now become used to seeing the 
proposal that the PD.S focuson inferior grain.s 
Could It be then that the government is 
pur.suing, albeit unwittingly, the right course 
of action by supplying a lower quality of 
grain? Such an mterprciation would be 
unjustified for several reasons. Theoretically, 
the argument lor quality diflcrence between 
the publicly provided private good and that 
available in the private sector is that by 
inducing high income households to opt out 
of the public scheme, the universal public 
provision of a private good redistributes 
income from the rich to the poor even when 
the .scheme is financed by lump sum taxation 
[Beslcy and Coalc IWIj. The argument 
applies in greatest force, though, to indi vi.sible 
goods where the individual either purchases 
from the public sector or the private .sector 
but not from both. Here, on the other hand, 
since many households supplement their 
ration quota by purchases from the open 
market, their welfare depends on the open 
market price too and hence on the quality 
diftercnce. Secondly, since the PDS is not 
universal in its coverage of the pooi, self- 
selection operates only within the groups 
with access to the PDS and not to the enure 
population. There would still be significant 
number of pooi households solely dependent 
upon (he open market who must pay a higher 
price lor grain whenever higher income 
groups exit from the PDS as the price 
differential exceeds the perceived quality 
differential. Thirdly, the fact that lower 
quality is produced by inefficiency of the 
.state marketing system, means that the loss 
in quality must be reckoned as a dead-weight 
loss which further limits the gain of 
redistribution due to self-selection. In sum, 
while a PDS that provides for self-selection 
is desirable, inefficiency indistrihution seems 
a pour way of attaining it. 

Finally, we turn to the most important 
concern of this paper, the implications of the 
inefficiency represented by quality 
ditfercntials These relate to concerns of 
equity and of macro-economic stability 
represented by fiscal balances. 

Essentially, the finding of a positive 
relationship between the issue price and the 
open market pnee means that changes in the 
issue price matter not only to consumers who 
purchase their grain from the PDS but also 
to those consumers who buy grain from the 
open market and their welfare is therefore 
worsened by sharp increases in issue price. 
An indication of the quantitative significance 
of such effects is provided by the finding 
of Dev and SuryanaraytLia (1991) that “at 
the all-India level, the dependence of the 


poor <vn the public distribution system in 
rural areas for rice, wheat, edible oils, coal 
and standard cloth is less than 16 percent". 
Clearly, then it is inadequate to view the 
equity effects of a subsidis^ system of public 
grain sales solely in terms of the benefits of 
tho.se with access to the PDS. 

In this context, the role of quality 
di ffcrenlials needs to be understood. As noted 
by us. in the absence of quality differentials 
an increase in the issue price would actually 
decrease market prices. It is the existence 
of quality differentials on the other hand that 
reverses this relalionsliipas we ha veobservetl 
from oui econometric exercise. As the 
strength of the switchover effect would vary 
inversely with the quality of PDS grain 
relative to that Mipplicd in the open market, 
the extent of the increase in market prices 
following upon the nike in the is.sue price 
is inversely related to the quality of the grain 
supplied tnrough the PD.S. Better 
management ol the PD.S leading to an 
improvement m quality is. therefore, 
desirable not only m itself but also because 
it can moderate switches-oul ot the PD.S 
which have a direct cl feel on open market 
prices. 

Our analysis has a direct bearing on sonic 
ol ihe questions ral.^cd in connection with 


the economic reforms currently underway in 
India The official point of view is that 
•‘while the PDS has to he continued to help 
the poor, the burden of subsidy on the central 
budget has also to be restricted”.’ Efforts to 
contain the budgetary subsidy on food were 
particularly prominent in the early years of 
the reform process when the issue prices of 
wheat and rice were substantially raised 
(Table .1). Yet. the desired impact on the 
budgetary subsidy never materialised 
(Table 4). As is well known, the change in 
issue prices was accompanied by an increase 
in the stock of foodgrains with the 
government which resulted in higher 
expenses in the form of carrying costs and 
interest charges. The n.sc in stocks was itself 
in large part due to a fall in PDS offtake as 
the rise in issue price led consumers to switch 
out of (he PDS. This means that in the 
presence of quality diftcrenec, the impact of 
a hike in issue price on the food subsidy 
would always be limited and perhaps even 
perverse.’' F’or the government the dilemma 
IS as follows: cither the government 
accommodates consumer valuations by 
keeping issue prices sufficiently below 
market pricesot itcanignorcthe.se valuations, 
hut at the cost of carrying larger stocks. 
Either way, the scope for reducing the food 
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subsidy isconstrainedbyqualUydiffercntials 
between the grain supplied through the PDS 
and in the open market. 

Ill 

Conclusions 

A striking feature of the food economy of 
India is that even with market intervention 
in the form of a public distribution system, 
the open market remains the principal source 
of supply to many households in the economy. 
The network of public grain sales does not 
cover all households and even for households 
with access to subsidised grain there are 
quota restrictions which would imply that 
a portion of the demand must be satisfied 
from outside the PDS. As a consequence, 
an evaluation of state intervention must 
consider not only the welfare of its targeted 
beneficiaries but also the welfare of 
households without access to the PDS but 
who may nonetheless be affected if the 
workings of the PDS have a bearing on the 
open market. This aspect of the food 
economy, which has received insufficient 
attention in the past, is our major point of 
departure from the existing literature on the 
PDS and foodgrain markets. 

The principal contribution of this paper 
IS that It identifies consumer perceptions of 
a quality difference between the grain from 
the PDS and the grain from private retail 
sources as a significant mechanism of price 
transmission from the PDS to the open 
market. Although con.sumer preference for 
open market grain is widely acknowledged, 
this feature has not been incorporated in the 
existing models of foodgrains markets. 
Similarly, while the inefficiency of state 
institutions like the FCI has not escaped 
comment, the literature has seen it as an 
independent problem rather than as central 
to the workings of foodgrains markets. This 
paper, on the other hand, has argued that 
price formation in foodgrains markets 
cannot be fully understood without 
reference to consumer switches between 
the open market and PDS induced by 
quality differences. 

Finally, we wish to point tq a wider 
implication of the existence of quality 
differentials in the context of the public 
provision of private goods, of which the 
PDS is only an instance. Note that wc are 
saying that, in the presence of quality 
differentials, consumers demand a discount 
on their potential purchases of the good of 
lower quality. As stated earlier, the discount 
represents their valuation of the loss in 
quality, defined more generally to include 
transactions costs often associated with 
public provision. This has immediate 
consequences for the supply side. Private 
suppliers of the same good can now charge 


a premium with only minor improvements 
in quality. Wc see many instances of this, 
ranging from secondary education to 
health services, in the Indian economy. 
The potential role of government in 
disciplining private suppliers and, as a 
consequence, raising consumer welfare is 
now apparent. An improvement in the 
quality of public intervention is the 
instrument. 

Notes 

[Funding from the UNDP/Gol Research Project 
on Strategies and Financing for Human 
Development is gratefully acknowledged Wc 
dedicate this paper to the late T N ICrishnan It 
was he who encouraged us In study the empirical 
relationship between the issue price and the open 
market price. His support for our work was 
unslinling even Ihough he may nol necessarily 
have shared all our conclusions.) 

1 For details .see Balaknshnan and Ramuswami 
(IWSb) 

2 Of course, to the extent that the demand for 
foodgrains is a function of other vanables such 
as income and relative prices any changes in 
these variables would also matter. 

3 Allocation of supplies, on the other hand, was 
found nol to be responsive to the seasonal price 
movements We can he sure, therefore, that 
the observed changes in offtake lenccl clianges 
in demand 

4 This IS documented in Halakrishnan and 
Ramaswaini (l99Sa) It has also been noted 
by others including Dantwala (1993) and 
Krishna and Chhibber (1983). 

5 If this is nut so, i c, if the gram purchased 
by private traders is of higher quality than 
grain bought by governmeni, it means one 
of two things. It could be that the 
government and private traders purchase at 
the same prices but the government makes 
bad purchase decisions which is itself 
indicative of inefficiency on the pan of the 
government. The other possibility is that 
although the government makes correct 
purchase decisions and although iis 
purchases are at market prices, it buys up 
all the lower quality grain so that private 
traders deal only in higher quality gram 
acquired at high prices. The evidence against 
such an outcome is considerable Note that 
since the governmeni offers only one 
purchase price, ns grain purchases must be 
of the same quality given efficient purchase 
decisions. Among other things, this means 
that annual fluctuations in procurement 
(which arc considerable) exactly mirror 
fluctuations in production of lower quality 
grain. The available evidence, on the other 
hand, confirms the anecdotal accounts of 
competition for grain supplies between 
private trade and the government 
[Balakrishnan and Ramaswami I99 Sj, 
Ramaswami 1995]. 

6 In the case of rice, the government punrhases 
the grain at below market prices by a levy 
imposed on rice mills. It would be surprising 
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if the rice mills did not tty to sell then lower 
quality stocks to the government, saving ihe 
better quality rice for the open market This 
leads us to conjecture that quality differences 
between open market and PDS rice may be 
even more severe than m the c,ise of wheat 

7 Eioiiomii Survey, IV92-V.1 

8 On Ihe other hand, an increase in issue price 
can have dramatic impacts on the eomposilion 
of food subsidy Between 1990-91 and 1995- 
96, the share of Ihe food subsidy financing 
food distribution and income transfer 
prugramiiMs fell from 70 per cent lo less than 
40 per cent. In 1994-95, us much as 60 per 
cent of Ihc food subsidy in 1994-95 went lo 
finance the buffer stock, sales on the open 
market, or export (World Bank 1996) 
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Medical Encounters in British India, 1820-1920 

Deepak Kumar 

Western medical discourse occupied an important place in the process of colonisation. It was a double-edged 
sword. Even while emphasising the intrinsic difference between the two cultures, it worked towards a scientific 
hegemony. Colonial hegemonisation precluded the possibility of interaction. Indigenous systems were so marginalised 
that their practitioners often sought survival in resistance rather than collaboration. This article documents the 
responses of Indian practitioners to western medicine, and the colonial discourse. 


Thccounirymcnof Menu (.tic (.Confucious, 
Zoroaster and Mahomet cannot be said to 
be mere imitators. Philosophy, literature and 
the sciences and ans are not unknown to 
them The difference between them and the 
nations of modern Europe is a difference of 
degree and number. When we de.scend, 
however, from the concrete to the particular, 
the difference by no means appears to be so 
great as it would at first sight... 

THU.S wrote S C G Chuckerbutty (1826-74) 
who was the first Indian medical graduate 
to join, in 1855, the coveted Indian Medical 
Service (IMS).' This was a subtle and soft 
defence of what he had inherited vis-a-vis 
what he had acquired in the course of his 
training in modern medicine. Tliis was a 
difficult project and perhaps doomed, given 
the colonial nature of the encounter he was 
witnessing. Differences were made to 
‘appear’ great (though in some cases they 
were pretty real!). Colonial hegemony rested 
upon baring the differences, real or assumed 
and stamping one’s supremacy.' Medical 
discourse was an imponant tool to achieve 
this and at the same time “a critical site of 
interaction and connict".' It was a double- 
edged weapon; it could ‘distance’ and 
‘universali.se’ simultaneously; one side 
emphasised the intrinsic difference between 
the two cultures while the other v/orked for 
a ‘scientific’ hegemony. 

India came to be described as a vast 
pathological reservoir, “overlaid perennially 
by a thick layer ol maladies". The new'code 
words’ were sudden, .severe, decline, 
decadence, deterioration, degeneration and 
the worst, putrefaction.^ Against this 
backdrop, there were signs of some 
ambivalence and some appreciation of the 
indigenous medical ethos at least till the mid- 
19th century. I n this category cirme the works 
of J Johnson (1813), B Heync (1814), H 
Wilson (1825), W Ainslief 1826). WTwining 
(1832), G Playfair (1833), J R Martin (1837, 
1856), J F Royle (1837), T W Wise (1845), 
and many others.' Ancient India received 
glowing tributes. Royle talked of'a full and 
continued stream of light, which shows that 
the ancient Hindoos, with great acuteness 
and philo.sophical discernment, turned their 
attention successfully to almost every 
department of human knowledge...’" 
Medieval I ndia came under stinging criticism. 


Decadence and Muslim rule emerged as 
synonyms. Not many Indians would have 
agreed with these perceptions. But the 
educated Indians of early and mid-i 9th 
century did show signs of restlessness and 
an acuteseaseof identity crisis. The language 
and practice of medicine was to play an 
important role in it. 

Co-opTiN(i THE New .Signs 

From the Indian point of view this was a 
period of looking for fresh opportunities and 
acquiring new knowledge. Syncretism, not 
revivalism, was their agenda. Even among 
the British officials there were some who 
wantC'^ the government to attempt a fusion 
of “both exotic principles and local practices, 
European theory and Indian experience”, 
and thereby “revive. invigortj)e, enlighten 
and liberalise the native medical profession 
in the mofussil’’.’ Similar views were echoed 
by the emerging Indian intelligentsiain ample 
mea.surc. To illustrate weeite three relatively 
less-known (though important) Indians from 
the three presidency areas. They are Raja 
Serfoji (1798-1832.Tanjore), B G Jambhekar 
(1802-1846, Bombay) and S C G 
Chuckerbutty (1826-1874, Calcutta). 

Raja Serfoji. the last Maratha ruler of 
Tanjorc, having surrendered real power to 
the British Resident, spent his time in the 
pursuit of knowledge. Father Schwartz, a 
Gciman missionary, was his friend, 
philosopher and guide. Fascinated by the 
different medical systems, he had opened an 
institution for rc.search In medical science 
and called it the Dhanvantri Mahal (abode 
of Lord Dhanvantri, the god of medicine). 
He assembled there leading physicians from 
ayurveda unani, siddha and we.siem systems. 
As a result of their interactions and 
investigation, the best among the tried and 
effective remedies were collected in a series 
of works named Sarahendra Vaidya 
Muraigal.* These were composed by the 
court poet in Tamil verse to facilitate easy 
memorising and populari.sation. With the 
help of Father Schwartz and the British 
resident, he procured hundreds of European 
medical books and even surgical instniments. 
He already had a large collection of Tamil 
and Sanskrit manuscripts. Some of them dealt 
with diseases of the animals and even birds. 
Ahead of his times, Serfoji had al.so organised 


a hand-painted herbarium of medicinal plants 
in natural colours. In the ophthalmic wing 
of his Dhanvantri Mahal were maintained 
ca.se sheets in an album, with authentic- 
pictures of the eye and its defects for research 
purpose. This is perhaps a very early example 
of “methodical clinical research" under 
‘native’ patronage, and must have induced 
the traditional mtxlical men to take cognisance 
of the new therapies and methods. 

Serfoji was not an intellectual. He was a 
man of resources with genuine interest in 
medicine, perhaps a self-taught doctor, he 
IS said to have learnt the art of cataract 
removal. In contrast. Bal Gangadhar 
Jambhekar was the first Indian to leach 
mathematics at the Elphinstone College in 
Bombay. He was also perhaps the first Indian 
to start a journal {Bombay Dutpanin 1831) 
for populansing .science and established the 
Native Education Society which later did 
a commendable job in tran.^lating some 
European works into Marathi and Sanskrit 
works (like the nosology of Madhav and the 
anatomy of Susrut) into English He wanted 
the native practitioners to improve and study 
“anatomy from the natural subject"." 
Touching the dead body was then a taboo. 
In 1837 his opinion was sought by the 
Bombay government on the desirability cf 
a medical school in Bombay and the nature 
of medical edi ication to be gi ven to the nati ves. 
In a written reply Jambhekar asked for, one, 
the education of a limited number of natives 
in all branches of the science, and two, the 
dissemination of the elements of medical 
knowledge among the vaidyas, hakeems and 
the community of the interior in general 
through the means of local languages.'" 

This was to be achieved through 
translations or writing synthetical books for 
this purpose only. Ordinary ‘vaidyas’ and 
‘hakeems’, he felt, would respond better 
than the more ‘learned’ native practitioners, 
as the latter were quite convinced of their 
own superiority and would not budge. 
Jambhekar wanted the government to go 
slow, without ruffling feelings, and be “as 
little offensive as possible". He argued that 
the repugnance of the brahmins to dissection 
and such could be overcome “by a little 
perseverance”. 

S C Chuckerbutty came from a brahmin 
family. He graduated from Calcutta Medical 
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College and was one of the first four Indian 
medicos sent to England for higher studies 
in I84S. He was so much charmed by the 
western values and people that he even 
embraced Christianity before leaving for 
England, and put his teacher’s name before 
his surname (he became Suorjo Coomar 
Goodeve Chuckerbutty). Later he found “a 
day in London” of more value "than a month 
in Calcutta”. True to his training, he lambasted 
the indigenous practitioners: "Every Boydo 
(vaidya) was a born Koberaj (physician)... 
To suppose that a Boydo could not be a 
physician unless he passed an examination, 
was to question the ruling of Menu (an ancient 
la w-gi ver)”." He was not in favour of medical 
education through Sanskrit or Arabic. He 
called it “oriental mania". He did nut mix 
with the native community. Initially the 
distance grew, and as a contemporary noted 
his 'own' people could not perceive in his 
success (at IMS) “the triumph, of the cause 
which they have so anxiously at heart”. But 
this perception later changed, Chuckerbutty 
fully .supported the vernacular medium and 
criticised the Calcutta university for repre¬ 
senting “only European opinion and interests" 
and ignoring “the national clement”.'’ 
Much before social-Darwinism became 
fashionable, he had attacked racialism: 

The inhabitants ot the colder latitudes arc 
white because the sun is less powerful in 
them... in like manner the proteus, which 
dwells in caves, when exposed to the sun, 
becomes colouied, losing its former 
u anslucency of surface. The pride of colour, 
thcrclore, is as foolish in man as it could be 
in dial humble creature.''' 

We have thus seen the views of a native 
chief, a cultural interlocutor and a 'modern’ 
doctor. The first was action-oriented, the 
second pursuasivc, and the third served the 
colonial state without being servile.” The 
emerging educated class showed great 
aptitude for change and new knowledge. But 
not the traditional vaidyas. When 
Madhusudan Gupta dissected a dead body 
in 1835, a vaidya of high repute, Gangadhar 
Ray, is said to have left Calcutta in disgust. '* 
To return to their grooves was natural to 
some extent. After all this was the age of 
Macaulay. The traditionalists were convinced 
that an alien government would not help 
them.'’ Earlier the government had abolished 
medical classes at the Calcutta Madarsa and 
the Sanskrit College. Several thousand 
signatures were collected in protest. But 
nothing could stop, or even dilute, the 
Anglicists' victory. 

in average public esteem, however, the 
indigenous practitioners retained their place. 
In Calcutta Gangaprasad Sen and Neelamber 
Sen were extremely popular.'* They 
introduced fixed consultation fees, priced 
medicine, publication of sacred texts, and 
publicity through advertisements. 


Gangaprasad started the first ayurvedic 
journal in Bengali called Ayurveda Smjivani 
and even exported ayurvedic medicines to 
Europe and America. These were the 
indications that certain European practices 
could beintemalised. Even at the conceptual 
level the then reigning miasmatic theories 
and the humoral pathology (of the vaidyas 
and hakeems) were not very incompatible. 
What the westerners were averse to was the 
oriental ‘process’, not its substance. Almost 
all of them did recognise the importance of 
and later emphasised the use of indigenous 
dmgs.'" But diagnostic procedures and, of 
course surgery, were to remain major areas 
of difference tor a long lime to come. 

DiiAi. Demands 

Apart from cultivating the higher sections 
of the Indian society, efforts were on, right 
from 1800, to win popular support. 
Inoculation was the earliest mass experiment, 
andit involved both coercionand pursuasion. 
Native‘tikadars’ and brahmins were reemited 
fur this purpose on a large scale and district 
collectors were asked to use their ‘power’ 
and ‘authority’ to break native resistance. 
Though there was reluctance and rcsi.stance, 
people, especially the propertied and educated 
classes, were quick to see its benefits. After 
all variolation was very much practi.scd 
earlier. This also gave the government an 
opportunity to have a greater grip over the 
population as the programme involved 
registering the gender and age details of the 
‘patients’.’" By the 1840s the experiment 
was institutionalised. With this came 
demands of two types. One asked for greater 
use of the western system and the other 
looked for revival and simplification of 
indigenous knowledge. In 1834 Samachar 
Darpan asked for publication of medical 
books in Bengali and condemned the quacks. 
I n 1842 Bengal Spectator felt that the country 
would benefit from the new medical 
institutions “in different ways”.’' As the 
Calcutta Medical College progressed, the 
brahmins, vaidyas and kayasthas responded 
in a big way, and in its Hindustani class, 75 
out of the total 83 students were Muslims.” 
This euthusiasm gradually led to greater 
questioning into the relevance of one sy stem's 
domination. In 1864 Somprakash enquired 
why the medical students produced ‘no new 
invention’, ‘no new medicine'. “None of 
them after knowing the former system of 
therapy (chikitsa) have tried to examine the 
medicinal matters (dravya)... they mainly 
concentrate on their fees”.” Making money 
out of disease was true of the European 
doctors as well. In 1854one of them described 
his medical practice as “killing and curing 
done by contract as it were”.” Still they were 
making steady inroads. In 1875 Revenshaw 
(the commissioner of Orissa division) 
reported that even the pandas (priests) of 


Puri, who earlier held a threat of 
excommunication, were flocking to the new 
dispensary, he wrote: 

English practice has made headway in India 
by pushing itself forward, by throwing open 
hospitals, hunting up sick-folk, and 
demonstrating to the pane nts and their friends 
that there really is a method of treatment 
superior to their own, and one which can cure 
diseases in a manner never before .seen.” 
An influential section of the Indian society 
was thus coming under western medical 
influence. David Arnold cites the example 
of Jesudasen Filial, an Indian Christian in 
charge of a dispensary in Madras, who in 
1858 reported the diminishing influence of 
‘ignorant hakeems and vitheyams.’’" 

Rut the rural mass continued to patronise 
the indigenous system in view of its easy 
availability and cheapness. In the 1860s the 
need to extend the western system to the rural 
areas attracted .some attention from the 
government. The cause of scientific medicine 
and the maintenance of a proper standard of 
medical practice required that only allopathic 
practitioners be used in government- 
sponsored programmes. But there were not 
enough men or resources nor the political 
desire. In Punjab some possibilities were 
explored, and in 1867 the commissioner cf 
Sialkot, T W Mercer, decided to use the 
native hakeems in the new dispensaries after 
giving them some training in allopathic 
medicine. The scheme succeeded to a large 
extent, and became popular. But this was 
strongly opposed by the allopathic 
practitioners and the bureaucracy. They called 
it ‘a hodgepodge exposure to western 
medicine without regard to standards of 
training or qualifications’. Mercer himself 
was not interested in revitalising the ‘Unani- 
i-libb’. Hisaim was ‘ultimately the .subversion 
of the system of medicine as practi.scd by 
the natives’ ’’Later in 1882 the government 
of India examined a proposal (from the 
governmciil of Bombay) to register all 
medical practitioners. This bill would have 
given the practitioners ot indigenous 
medicine who possessed universiij 
qualifications the same right as the allopatfac 
physicians, giving them equal rights to sign 
government certificates, and sue for fees, 
etc This created a furore to which the 
government succumbed and the indigenous 
practitioners were virtually excluded from 
government medical service. This was 
considered a victory for ‘scientific medicine', 
but the real losers were the people. 

Among the Indian practitioners of western 
medicine there were a few who sincerely 
wanted to take advantage of the indigenous 
system and practices. In the Indian Medical 
Gazette of 1876 an assistant surgeon of 
Peshawar, Chelan Shah wrote about how 
“Hakims are not soignorant as doctors believe 
them to be”. In this piece, Shah counters the 
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dismissal of'Yunani Hikmat' by one of his 
colleagues, Radha Nath Roy (assistant 
surgeon, Aligarh), point by point, citing 
extensively from the Tib-i-Akhar{ 1593) and 
other traditional texts. He concludes. 

The Y unani system of medicine as contained 
in Persian and Arabic literal ure. though very 
inferior and in some respects absurd and 
ridiculous, presents .several useful hints of 
practical suggestions which should not be 
lost sight of. We should not throw olt the 
roses because they are surrounded with thorns. 
We can pick out and learn a few good things 
even from savages.” 

But Shah obviously had few takers in an 
age in which the colonial arteries were 
hardening. In the years to come new 
bactenological rc.scarches brought about such 
paradigmatic changes that made the 
indigenous practices look even more 
primitive and outdated. A new ‘scientific' 
armoury was added to the age-old process 
of denigration and subordination. But these 
changes had a remarkable side-effect. They 
sharpened debates within the Indtan soctety. 
Henceforth health and medicine became “an 
active ingredient in indtgenous rhetoric... 
integral to an Indian drive for improvement 
andaredefmition of self’.-"Vaccines, plague, 
segregation, discrimination, and growing 
national consciousness, allcriss-crossedeach 
other and produced a scenario in which neither 
the government was comfortable (plague 
riots, etc) nor the Indian leaders appeared 
certain of what they wanted - acceptance of 
the new, revival of the old or synthesis of 
the two? Their predecessors wanted synthesis 
but could not find their way. I n the meantime 
the west achteved what it wanted. Now at 
the turn of the century the quest for identity 
(which had never disappeared completely) 
resurfaced with fresh vigour. This had 
interesting manifestations. 

One such development was the Indian 
doctors trained in modem medicine seeking 
freedom from and even parity with the 
'superior' Indian medical service and the 
army medical department. They raised this 
issue at every session of the Indian National 
Congress from 1893 to 1907. The ninth 
session of the Congress asked for the 
constitution of a civil medical service of 
India, and to thus “raise a scientific medical 
profession in India by throwing open fields 
for medical and .scientific works to the best 
talent available and indigenous talent in 
particular”.’" Later at its l7thsessionin 1907 
a delegate complained, 

Wcotten find iimilitary medical officer wiio 
has spent the best portion of his professional 
life in doing a little of everything but being 
master of nothing is suddenly at the latter 
end of his career made a professor of a 
subject of which he then becomes a learner, 
later a teacher but never a professor 
Sometimes, the order is reversed. And we 
see a professoi of surgery or midwifery 


transformed into a Deputy Surgeon General 
or a Professor of Chemistry becoming a store 
keeper to government.” 

It is difficult to find more graphic a 
description or as severe an indictment. 
Chuckerbutty himself had suffered on this 
account (see note 15). Growing demand for 
Indianisation of the medical services signified 
twothings, first, internalisation of the western 
medical system, and second, initiation of a 
counter-hegemonic process within the 
system. This brought to the fore latent 
differences and distrust on racial grounds. 
In 1909 the government of India sought 
opinions on proposals to open more superior 
positions to Indians. The IM.S was almost 
unanimous in condemnation. An IMS civil 
surgeon wrote, 

moral stamina, self-reliance and self- 
confidence are not yet ripe tor the Indian 
gentleman qualified in Europe, who has 
pas.scd his examination brilliantly falls back 
upon the primitive prehistoric treatments, 
used by hakims and others, when the pinch 
come.s.'*' 

Yet the demand for greater Indiani.sation 
continued to grow and even reputed IMS 
officials like Leonard Rogers and Col Megaw 
could not stem the tide. Health admini.stration 
gradually came into Indian hand.s after the 
act of 1919. But could this mean any change 
for the indigenous system and its 
practitioners'.’ Perhaps not The lines had 
been drawn in the previous century and the 
demarcation was almost complete. If 
ayurveda had to remain in competition, then 
it had to 'borrow' (or imitate) and ‘improve’ 
on terms .set by its epistemological ‘other’. 
Some of course worked for shuddha (pure) 
ayurveda. But the changes were 
unmistakable. How did the indigenous 
practitioners cope with the changing times'.’ 
To appreciate this let us have a brief look 
at the two pioneers who symbolised this 
struggle. They worked with two different 
systems at two distant places, yet how close 
they were in substance and method. 

Two PlONF.F.RS 

They were Hakim Ajmal Khan (1868- 
1927) of Delhi and Vaidya P S Varier (1869- 
1958) of Kottakal.” Both came from 
physician families of high repute. Ajmal 
Khan’sbrother had established a ‘Madarsah 
Tibbia’ in 1883 and the whole family was 
engaged in promoting yunani medicine. In 
1891 Ajmal Khan prepared a catalogue of 
Arabic and Persian manuscripts in medicine. 
In 1897 he wrote a booklet on plague in 
Urdu. In 1902 he started publi.shingamonthly 
journal Mujalla-i-Tibhia which contained 
useful articles on the Tib. The same year P 
S Varierorganised an Arya Vaidya Samajam, 
opened Arya Vaidyashala and started a 
journal Dhanwantari to promote and analyse 
the strengths and weaknesses of (he ayurvedic 


system. The two do not seem to have met 
or collaborated but were fired by similar 
zeal. Both had an open and eclectic mind, 
aware of the faults of their respective systems 
and willing to ‘improve’. The we.stern system 
was not an anathema to them and both were 
keen to borrow and internalise what was 
good and beneficial in the other systems 
without losing their own. Their works were 
culture-specific but not culture-blind. 

This was the spirit of the age. In the areas 
of education and social reforms similar work 
was being done. They were looking to the 
past and their tradition in order to improve 
the present, trying to take full advantage 
of the new developments. In Bengal, this 
was being done by Neelambcr Sen and K 
C Sen (who had established a successful 
pharmaceutical company in 1878). In Andhra, 
B G Devara wrote in Telugu drawing 
extensively from the western explanations 
on the origin of disease. ‘Our Telugu 
physicians have often been writing on the 
cures for the disea.ses, but not on (he causes 
for their origin’, he rued.” In Maharashtra, 
Shankar Shastri Padc had catalogued 702 
medical texts and published about 70 
books.” In Madras, Pandit Gopalchari’s 
hospital was attracting four times as many 
patients as the English hospitals. He organised 
congregations and used to conduct 
examinations for ‘ Ayurvedabhushan’ which 
inter alia tested the knowledge ot candidates 
in chemistry, anatomy and physiology.” 
In 1895 a native prince, Bhagvat Sinhjee 
wrote a history of aryan medical science. In 
his opinion, Indian medicine deserved 
“preservation andin vestigation... in the spin! 
of fairness and sympathy”.” 

This was precisely what Ajmal Khan and 
P S Varier were doing. They were deeply 
engaged in systematisation and dissemination 
of what may be called ‘traditional knowledge 
in new light’ and created institutions for this 
purpose. To this Varier added preparation 
and distribution of medicine on acommercia* 
scale, while Ajmal Khan concentrated on 
education synthesising thedifferent systems. 
The latter tried to bring both the hakims and 
vaidyas on one platform and in 1910 
organised an all India ayurvedic and tibbia 
conference which became an annual feature. 
Thc.se acti vities and their growing popularity 
made the provi ncial medical councils demand 
an all-India act for registration of ‘legally 
qualified medical practitioners'. Twiceearlier 
(in 1881 and 1887) similar moves were not 
accepted by the government of India but in 
■ 912 this act was passed which excluded the 
indigenous system from any form of state 
patronage. Indigenous medical practice now 
became purely private and voluntary (which 
in reality it had been). Discrimination was 
now de jure. Ajmal Khan toured the 
country and lobbied extensively against 
this act, but to no avail. Later in 1916 the 
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matter was raised at the central legislative 
council with the support of important 
national leaders like Surendranath Banerjee, 

C Vijayraghavchariar and Madan Mohan 
Malaviya. The government of India 
responded diplomatically by constituting a 
drug manufacture committee to enquire into 
the utility of indigenous medicine. It also 
agreed to open a few tibbia colleges. The 
governor-general himself laidthe foundations 
of a tibbia college in Delhi in 1916, and 
delivered a speech in defence of the 
indigenous system. This college had both 
ayurvedic and yunani departments, an 
allopathic section, female ward, chemical 
laboratory, botanical garden and a research 
wing called Dar-ur-Tahqeeqat. Around the 
same time in 1917 P .S Varier opened a 
‘pathsala’ at Calicut. It began on a humbler 
note than Ajmal Khan’s college, nor did n 
include the yunani system in its purview. But 
the idea was to provide a scientific education 
in uyurveda with a well-defined curriculum 
whichtncludedsurgery,anatomy,chemi.stry 
and mid-wifcry. Western and indigenous 
systems were to be studied together. It is 
difficult to gauge how successful thcseelforts 
were Conceptually they faced the same 
dilemma which Serfoji had faced a century 
earlier. Numerically the Tibbia College 
produced a large number of (over 800 Musi im 
and SOOHindulstudentsundcr Ajmal Khan's 
stewardship (1920-27). But to what extent 
they could ’modernise’ or synthesise and 
pose an effective challenge to western 
supremacy remains a matter of conjecture, 
as the college later declined. 

The ceaseless efforts of Ajmal Khan and 
P S Varier had nevertheless aroused more 
awarene.ss and presented a cultural symbol 
for national regeneration. Varier’s journal 
Dhanwaniari appeared as a powerful 
mouthpiece. It looked into thecauses behind 
the decline of ayurveda. The Raj was of 
course blamed, but the vaidyas themselves 
were not spared. It held the half-trained 
vaidyas “responsible for the present 
degradation’’."' The import of expensive 
medicines meant a drain of hard-earned 
Indian money.'" Moreover, 90 per cent of the 
populationdependedon indigenous medicine 
and their practitioners which the Registration 
Act of 1912 was seeking to destroy. 
Dhanwantati pooh-poohed the efforts of 
government commissioners to enquire into 
the utility of ayurveda: “It is from the 
opponents of Ayurveda that these officers 
are taking evidence; they do not dare to 
enquire [of] the villagers who depend on the 
indigenous system.’""’ At the conceptual level 
it fully recognised the merits of the western 
system and expected the latter to appreciate 
what was valuable in the indigenous methods 
and enrich them. The English doctors were 
requested to play a more positive role.'*' 
Similarly it asked the va'dyas to be more 


open and opposed the call of shuddha (pure) 
ayurveda as irrational. “It is not fair for us 
to think that western medical science is full 
ol ab'^minations and Ayurveda alone is 
purc’’.*^ Ajmal Khan faced a similar problem 
when some hakeems of Lucknow refused to 
accept anything from the vaidyas or the 
allopaths.*' It was with great difficulty that 
he could hold a session of his all-India 
ayurvedic tibbia conference at Lucknow in 
1911. Both he and Varier recognised that the 
future of the indigenous systems depended 
upon their opening up and coming together. 
As Dhanwantati once put it, “the native 
medical systems should be studied 
historically, discriminated critically and 
experimented scientifically”.** 

Yet both these pioneers suffered from 
certain inherent limitations. They appealed 
to landed aristocracy and enjoyed Ihe 
patronage of local rulers (like the nuwab of 
Rampur, therulcrnf Bhopal and theMaharaja 
ot Travancorc). Their elitism was deliberate. 
To quote from Dhanwantati again. 

We 'houlddo our best to convince the upper 
class. See the development of English 
medicine in our country. Rather than 
spreading among the pool. its exponents did 
their best to win the confidence of the rulers 
and the educated. The rest would lollow *' 

A very sound logic indeed. When a judge 
of Madras high court or the Maharaja of 
Baroda turned to the vaidyas for their 
ailments, it was definitely good publicity 
for ayurveda.** Unlike Ajmal Khan. P S 
Vancr .seems to have put more emphasis on 
manufacture and sale of medicines than 
teaching or research. He realised that the 
western medicine appeared more attractive 
to the people because it was tastier, gave 
quick relief and came without any restrictions 
on food. So ayurveda needed to change 
accordingly. The result ol these adaptations 
ensuring longer shell-life and quicker 
transportation was that the sale of Varier’s 
medicines rose from Rs 14,000 in 1902-06 
to Rs l,70,(XM) during 1914-18.*' It is still 
a flourishing house.ln contrast Ajmal Khan’s 
educational efforts could move only up to 
a point (his Tibbia College is now in a 
moribund state). Whatevertheir limitations, 
they enjoyed great esteem and wide 
following. The que.stion of indigenous 
medicine was not a question of medicine or 
medical science per sc: it had become a part 
of the cultural upsurge and political cmbroi Is 

CONCI.I'SION 

Western meuical discoutse occupied an 
extremely important place in the process of 
colonisation. It functioned in several ways; 
as an instrument of control which would 
swing between coercion and persuasion as 
the exigencies demanded, and as a site for 
interaction and often resistance. In its fonner 
role it served the state and helped ensure 


complete dominance. It also roused suspici¬ 
ons, rumours and even hostilit) Both ways 
the scope and opportunities for interaction 
were ratherlimitcd. Colonial hegemonisation 
(which depended more on coercion than 
persuasion)precludedsuch possibilities. And 
the indigenous systems were so marginalised 
that they sought survival more in resistance 
than collaboration. Indians accepted British 
laws without much fuss, hut not ihcir medicine. 
Moreover, coiomal hegemony itself was 
entirely different from the Gramscian 
hegemony based on ‘spontaneous consent’ 
which the ‘general direction’ impo.sed by the 
’dominant fundamental group’ elicits from 
the masses in a ‘civil’ society.**The presence 
of the.se parameter in a colonial system is 
so thin that they evaporate at Ihe slightest 
‘warmth’. The colonisers did not constitute 
a ‘fundamental group’, noi did they create 
a ‘civil’ society.Thcdirectionwasdcfinitcly 
there but the con.sent came only when a 
particular ‘direction’ was found ‘really 
useful’. For example, as early as 1804, the 
physician general at Fort,StGeorge (Madras) 
reported that the natives ‘have been sensible 
of the value of cow-pox inoculation’.*" A 
century later llaffkinc exulted over the 
massive response to his prophylactic.’" In 
between there came numerous occasions of 
withdrawal, antip’jlhy and resistance It was 
not a linear progress. Condemnation and 
appreciation moved simultaneously and in 
a complex relationship. And it is true ot both 
the sides. 

Indigenous medical systems laboured 
under .severe constraints. R ampant quackery 
had exposed them to ridicule even by their 
own people. A Malayali poet, Kunjan 
Nambiar, wrote in a poem; “Physicians 
(native) are the people who make medicines 
and sell it for money, send a paiicnt to hell 
by treating him without proper diagnosis, 
and camp themselves in a patieni’s house .so 
us to earn food from them’’." .Some called 
ayurvedic treatment “a cra/y or criminal 
act’’."Total acceptanceol the new knowledge 
.sometimes did mean total rejection of the 
olrl. Under such pressure some of the 'old 
withdrew into their own shell. But the 
majority favoured revival and synthesis. 
There were several areas in which the wc.stcrn 
and indigenous systems could collaborate 
but did not. The former put empha.sis on the 
cau.sc of the disease, the latter on nidana 
(ircalinent). Microbes and microscopes 
constituted the new medical spectacle." But 
the vaidyas put emphasis on the power of 
resistance in human body. “The improvmcnt 
of the Kshetra (body of the patient) it. far 
moic important than the microbe and its 
destruction”.’* Westerners were forced to 
take cognisance of indigenous drugs and the 
vaidyas took to anatomy, ready delivery of 
medicine*, quick relief and so forth. But the 
comparison ends here. As a recent critique 
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argues, they were inclined to borrow but 
could not “create a dialogue between the two 
epistemics’’.-'’ Borrowed knowledge seldom 
develops into organic knowledge. This was 
true also of the hundreds of doctors produced 
by thegovemment medical colleges annually. 
In the melee, some really good opportunities 
were lost. All guns were aimed at the 
government: 

Let the government renounce its special care 
for English medicines. When fought on equal 
Helds weean sec the valour of this un.scientific 
system. Then only weean understand whether 
native medicine is relevant to science and 
how far the science of English medicine is 
magnificent.’^ 

Such criticisms were never taken seriously 
by the practitioners of western medicine. 
Perhaps they were too sure of their 
competence and superiority. They conti nued 
to ridicule the ‘other'. As a professor of 
physiology at Lucknow wrote. 

The financing of Unani and Ayurvedic 
institutes by Government in the hope of 
finding some soul of goodness in them is 
precisely on a par with the same govei nment 
financing archery clubs to find out the 
possibilities of the bow and arrow in modern 
warfare.” 

Allopathy would have established itself even 
without government support. “Can it be said 
that physics, chemistry and other sciences 
01 the motor car, the cinema industry and 
the other fruits of applied .science required 
political support to become popular here?”.’* 
It was difficult to oppose the west, even more 
difficult to Ignore it. It was readily recognised 
that the cross-fertilisation of age-old Indian 
civilisation with post-renais.sance European 
culture produced “stray, bitter-sweet fruits 
at first, but gradually gave ri.se to a more 
sati.sfying and settled crop”.’'' How' satisfying 
and settled' the crop was only contemporary 
India can answer. 

Notes 

(I gratefully acknowledge the help received from 
.S Visalakshi (New Delhi). G V Rajmanickam 
(Thanjavur), Sudhakar Reddy (Gunlur) and .Sabu 
Philip (Trivandrum) in locating and translating 
articles from old Tamil. Telugu and Malayalain 
journals To Sabu Philip I owe a deep debt. The 
errors, if any, arc entirely mine.] 
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Sales Taxation: Evolution and Reform 

Lessons from Tamil Nadu 

S Gurumiirthi 

Both the central and state governments have embarked on a massive attempt to reform the commodity taxation 
rejiime in India, with Maharashtra and Tamil Nadu heinfi the first states to introduce value added tax. In the 
last budget Tamil Nadu has introduced several changes in the regime and a long-term taxation policy which 
will establish a stable sales tax regime. This paper takes a critical look at the new policy. 

(This paper has been published in two parts. This is the second and concluding part.l 


III 

Major Sales Tax Reforms 
during 1996-97 

AS stated at the very beginning, a massive 
sales tax reform has been undertaken in 
I'ormulating the budget for 1996-97 details 
of which have been enumerated in the 
following paragraphs (Budget speech, M 
Karunanidhi for 1996-97). 

(i) Tolal.shill from the multi-point to single- 
point taxation: liven though several 
ctimmodities had been removed from multi¬ 
point taxation and brought within single- 
point taxation in theearlicr yeai s as explai ned 
in Sections I and 11. quite a few commodities 
had been bi ought within the ambit of multi¬ 
point sales taxation a couple ol' years ago 
as .seen m Section II. The government 
announced its finn decision to remove all 
such Items Irom multi-puinttaxation restoring 
them back to single-point luxation. The.se 
included items like aerated water, bottled or 
packed soft drinks, ice creams, ice fruits and 
shampoos and tiirniture. 

(ii) Foimulation of a long-lenn taxation 
policy. In order to provide a clc.in and 
corruption-tree adniinisiration to the people 
ol the slate and at the same tune stimulate 
industrial growth and commerce, the 
government felt that Iheie should a stable, 
investor-friendly atmosphere devoid of any 
iincerlaint y. I n order to achieve this objecti vc 
the government formulated a long term 
taxation policy on the lines of thcLongTcrm 
Fiscal Policy introduced by the union 
government during 198.5. The elements of 
the long term taxation policy arc as follows: 

(a) In order to avoid frequent changes in 
taxation, both in policy and in rates, it has 
been decided to adopt a stable policy on 
commercial taxes with a long-term objective. 
As part of this exercise the following 
measures have been announced: (1) The 
minimum turnover limit for sales tax is to 
be raised from Rs I lakh to Rs 3 lakh per 
annum. (2) For assessees whose turnover is 
Rs 3 lakh or more but is less then Rs 10 lakh 
an optional comfxiunding sy.stem for payment 
of sales tax is to be introduced: Rs 3 lakh 
and above, but less than Rs 5 lakh: 3 per 
cent, and Rs .5 lakh and above, but less than 
Rs 10 lakh: 5 per cent. It would be enough 


if such asses.sees maintain accounts for the 
total turnoverand detailed accounts need not 
be maintained. 

(b) Hitherto the scheme ol self-assessment 
was applicable only to those assessees whose 
turnover was less than Rs .5 lakh. This ceiling 
has been rai.scd to include indiistiies and 
traders with a turnover of up to Rs II) lakh. 
U ndcr this scheme 2.S percent of the accounts 
will be .selected through the computer by the 
Commissioner of Commercial Taxes on a 
random sample basis and will be subject to 
a detailed review. The local commercial tax 
officials would not have any individual 
di.scretion to inspect the accounts of the 
remaining 75 pci cent of the as.sessces. 
Under this scheme more than 70,000 
assessees would stand to benefit and 
various ob.siaclcs faced by the small traders 
are expected to be removed. Based on the 
response ol the business community to 
this new scheme, the question ol upward 
revision of this ceiling would be examined 
subsequently. 

tiii) Tax concessions. Although the state 
government is not responsible for the incrca.se 
in prices, rcali.sing its responsibilities, the 
government, unmindful of the revenue loss 
of Rs 55 crorc, has decided to totally exempt 
from sales lax basic food commodities w Inch 
are used by people III then daily li le including 
pulses, chilli, coriander!'dhaniya'), turmeric, 
tamarind, jecra, asafoctida, jaggery and 
soapnut (‘seckkai’).* 

Apart from this, silver toc-rings (‘metli’), 
anklets, waist cords, handmade matches, 
paddy husk, broken rice and coconut husk 
have also been totally exempted Irom tax. 
The tax on cooking gas (LPG) has been 
reduced from the effective rale of 11.6 pe: 
cent to 8 per cent. 

The total incidence of purcha.se tax on 
sugarcane at the basic rale of 11 per cent, 
along with other taxes, atnounied to 14.7 per 
cent. .Sugar factories could not avail ol the 
concessional lax available to other 
manufacturers using raw materials undci 
section 3(3). Therefore, as a measure to 
encourage the sugar industry, in the new lax 
structuie, the tax on sugarcane has been 
reduced to 8 per cent. Although, the loss of 
revenue to the government as a result of this 
measure is Rs 57 croie, this concession has 


been extended in order to give a fillip to the 
sugar indu.siry. 

(iv) Merger of Sales Taxes: As explained 
earlier, there were four tiers in sales taxation 
in the stale, namely, basic salestax. surcharge 
on sales lax, additional .surcharge on sales 
tax and additional sales tax (turnover lax). 
In the budget 1996-97, the surcharge on 
sales lax and additional surcharge on sales 
tax have been totally abolished throughout 
the slate while additional sales tax has been 
abolished torall firms with a taxable turnover 
of less than Rs 1 (X) crore per year. As a result 
of this announcement, more than 70,(K)0 
dealers have bcnciltted from the substantial 
reduction in workload as well us in the number 
of tax assessment forms. 

The existing levies have been merged 
(Table I). 

It may be noticed that the new rates actually 
report on overall reduction and there has 
been no incrca.se in any of the rates. There 
has been no change in the rale ol lax tor 
petrol and liquor. The rate tif tax on die.sel 
has been reduced from 19.2 pci cent to IS 
per cent. 

(v) Introduction ol value added tax (V AT): 
The slate has taken a mu|or step in the 
intioduclion ol VAT loi the first time in the 
Slate, second only to Maharashtra slate which 
introduced VAT during 1995-96. The 
Icalures of the VATas introduced in the stale 
ol fanul Nadu arc as lollows: 

(i) As explained in Section II. though 
manutacturing inputs aie subject to only 
.) per cent sales tax. the actual tux incidence 
on inputs owing to the levy of surcharge, 
additional surcharge and additional sales 
lax works out to 5,6 per cent. With the 
mcrgei ol all the sales taxes into one 
Tabie I 
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composite tax, the government have al.so 
decided to actually reduce the sales tax on 
manufacturing inputs to 3 per cent. This 
measure would result in a lax saving to the 
tune of Rs 2(X) crore per annum for the 
manufacturers. Further, this would lead to 
reduction in pnees of products which would 
greatly facilitate the removal ol obstacles in 
competing with other .states and thus lead 
to better opportunities for industrial 
development. 

(ii) The tax on capital goods for power 
generation purchased from within the slate 
for the government-approved power 
generation projects was reduced from 12 
per cent to 3 per cent The concessional 
3 per cent rate of tax for manutactiiring 
inputs has al.so been extended to various 
iype,s of machinery, power pumps, power 
factors and shunt capacitors, oil engines, 
furnaces and boilers, generator sets and 
all the associated acccs.sorics and spare 
parts. Though the government is expected 
to lose revenue of Rs .*5.3 crore due lo ihe.sc 
measures, this would facilitate industrial 
growth and create better opporluiiitics for 
employmeni and strengthen the state's 
economy 

(iii) With a view to encourage exports 
fromTamil Nadu.all raw materials purchased 
within the .state hy registered 100 per cent 
F.xporl Oriented Units .ind units located in 
the Madras Export ProcessingZtine (MEPZ) 
have heen exempted from payment ol sales 
tax. 

A VAT has also been introduced lor 
resellers on the same lines as Maharashtra 
government. In the first stage, this system 
has heen made applicable to all dealers with 
a total turnover of more than Rs 7.3 lakh. 
This applies to only SOOO out of the total 
approximately 3,(X),0(X} registered dealers 
in ihe state. The dealers whocome under this 
system arc required to pay Value Added Tax 
at the same rate as the sales tax on the goods. 
The sales tax payable at the time of resale 
will be levied only on the value addition at 
ihe re-seller’s stage. Further, it would be 
sufficient if the Value Added Tax is paid 
after deducting the tax already paid on the 
purchases made. 

(v) Levy ol service tax: Service Tax has 
a great potential for additional resources 
mobiii/ation for the country in general and 
the stales in particular. Thcunion government 
started recourse to this important tax by levy 
of service lax on telephones a tew years ago 
and they have expanded the scope of service 
tax during the year 1996-97 to cover 
advertisement services, courier services and 
freight services. It is necessary that states 
should also be permitted to levy service tax 
on various services which arc going untaxed. 
In fact a comprehensive Constitutional 
amendment defining the sco|h; of service tax 
forthe items to be covered by Central Service 
Tax and items m be covered by state Service 
Tax is highly ucsirable. 


IV 

Value Added Tax and Fiscal 
Federalism 

Tamil Nadu is Ihe second state in India 
after Maharashtra to introduce value added 
tax. It should, however, be pointed out that 
there arc several structural problems in 
introducing value added tax, in its tiue spirit, 
in the context of fiscal federalism operating 
in India. While VAT and fiscal federalism 
arc strange bed fcllowsin general, the problem 
of introducing a full-t1cdged VAT in India 
is far mure difficult since sales tax hap()cns 
to be the only clastic source of revenue 
available lo the states. In more than one 
scn.se. VAT which has been introduced in 
both Maharashtra and Tamil Nadu, only 
touches the lip of the iceberg. This section 
deals with issues associated with itUioductinn 
of a full VAT in the context of Indian fi.scal 
fedaralisn’. 

The Tax Reforms Coinniitlcc (TRC) 
headed by Raja J Chcliiah (1991) hao 
observed that it would be ideal il one 
comprehensive VAT could replace the 
prc.sent system of central excise, slates’ sales 
taxes and indirect taxes except the state levy 
on alcoholic liquor and the state entertainment 
tax. However, it is the translation of this 
theory into practice in the context of fiscal 
tcdcralism as it operates in India, which is 
an extremely dilficult and delicate task. In 
the field of commodity taxation, as stated 
at the beginning, the Constitution of India 
has assigned the powers of customs and 
exetse taxation to the central government 
wtth the exception of excise on alcoholic 
liquor while the states have been given the 
powers of sales taxation. Before examining 
the question of introducing a VAT in India, 
it IS not merely u.seful but quite necessary 
to understand and appreciate the nature and 
import of lhe.se two levies. There is no 
essential difference between the two from 
the angle of incidence on the consumer but 
it has to be rccogni.sed that the two taxes arc 
not identical or intcr-changeable and there 
arc some basic differences between the two 
levies. In Ihe first place, an excise is a levy 
at the production point whereas a sales tax 
is levied on a commodity at one or more 
points of sale or purchase between the stages 
of production and final consumption. On the 
other hand, there could be only one stage 
at which any particular commodity completes 
its production process and therefore the 
incidenceofancxiseduty should theoretically 
be only at one point. Since, however, the 
component parts of the commodity could 
have themselves been subject to excise duty, 
an excise duty on the final product could in 
practice involve a multiple duly on Ihe 
components unless the duty is based on the 
value added components only. It was with 
a view tneliminatecascading inthe incidence 
of excise duty that the government of India 
introduced MODVAT (Modified Value 


Added Tax) in 1985. MODVAT has been 
dealt with in detail later in this .section, in 
the case of sales, the same commodity might 
pass through various stages of sales, making 
itself susceptible to sales tax at more than 
one point, depending upon the system of the - 
sales tax levy. While an excise levy ends at 
the production point and docs nut lake into 
account, even indirectly, elements of cost 
that are incurred after the production stage, 
c g, freight, insurance, distribution charges 
and the like, a sales lax is on a much more 
comprehensive concept of cost and touches 
nor merely the cost at the production point, 
but also subsequent elements including 
profits and the excise duly iLscIf. It should 
also be recognised that the excise duty in 
India, being a union levy, docs not 
d i f ferenliatc between one region and another 
and is uniform throughout the country while 
the sales tax system and the rates of sales 
lax differ from slate to stale. Again, while 
most of the excise duties are specific, sales 
taxes arc ad valorem levies with the result 
that during a period of high inllation, the 
sales tux yield automatically goes up, other 
things remaining Ihe same. In certain 
countries where excise duties are exclusively 
reserved for the federal govern mcni, the levy 
of sales tax by states has been held to be 
unconstitutional on the ground that they are 
substantially the same as cxci.se dutic:,. 
.Similarly the question has also been raised 
whether the ad valorem excise duties are not 
really sales taxes. As pointed out by the 
Fourth Finance Commission, the point that 
needs to be noted is that despite all those 
similarities both taxes have distinguishing 
features’ and both have “a positive place in 
a comprehensive system of taxation and arc 
expressly mentioned in our Con.stilution" 
IGoI 19651. 
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During the Inst SO years, union excise 
Julies and slate sales taxes have expitnded 
substantially exhibiting phenomenal growth 
and buoyancy. In 1950-51 the aggregate 
yield from the two levies was roughly Rs 128 
crore. representing I.J percentofthe notional 
income during that year. By 1963-64, this 
level went up to Rs 998 crore, accounting 
for 5.8 per cent ol the national income. By 
1989-‘K), it rose to Rs 37,466crorc accounting 
for 10.57 percent of national income. Among 
the tax receipts ofthe union government, the 
excise receipts occupy the most dominant 
position and account lor 40-41 per cent of 
the total tax receipts ofthe centre as compared 
to 16.3 per cent during 1950-51 (Table 2). 
Taking all the states together, the yield from 
state sales taxes in 1950-51 was around Rs 
60 crore, accounting for 27.5 per cent of the 
aggregate state taxes During 1993-94, the 
sales lax revenue represented arouml 56.44 
per cent ol the total yield Irom stale taxes 
(Table 2). In the slnictutcof the state linanees, 
the position of sales taxes is broadly similar 
to union excise duties in the case of the union 
finances, though the relative importance tif 
the sales tax dil'lers from state to stale. Sales 
tax is the single largest source of revenue 
to almost every state government accounting 
for about 60 to 70 per cent of the states' own 
tax revenue in the case of several stales as 
could be .seen from Table 4. That the share 
of sales taxes in the total tax revenue of the 
centre and the stales has increased from 12 
per cent in 1960-61 to about 20 per cent at 
present bears eloquent testimony to the 
growing importance ot this lax in India As 
a percentage of the total tax icvenue of the 
stales including their share in central taxes, 
the share of sales tax increased from 26 pci 
cent in 1960-61 to mound 38.5 percent in 
1989-90. Most ol the states levy tax on raw 
materials as well as other inputs. Sequel to 
the amendment to the Constitution in 1982, 
sales lax has become leviable on work- 
contracts, hire-purchases and leases though 
this has been challenged in the courts of law. 
Among the various incentives offered by 
slate governments to encourage growth of 
industries, sales lax concessions either as 
deferrals or concessional rales arc quite 
significant. Such concessional rates of sales 
tax or exemptions arc available for small 
scale and tiny industries in nine states and 
medium and large industries in 12 states. In 
addition to the general sales tax, central .sales 
tax iscollected on all inter-state transactions. 

The Fourth Finance Commission, which 
was called upon to measure the combined 
incidence of these two taxes and the effect 
ofthe incidenccon production, consumption 
orexport of the commodities taxed, examined 
the possibility of determining the proportion 
that the combined money burden of union 
excise duties and sales taxes bore to the sale 
price of each taxed commodity |Col I965|. 
The Commission found that even this limi¬ 
ted study bristled with several difficulties; 


while cxci.sc duties were mostly in terms of 
specific rales, sales taxes, being ad valorem 
levies, created the problem of converting 
the excise rales to ad valorem rates. For the 
same commtxlity, excise rales differed for 
different categories, whereas in the ca.se ot 
sales tax there was no such differentiation 
in general. Furihei' there was so much 
diversity in the sy.stcm ol sales tax levy Irom 
one state to another that the question ot 
bringing them to a uniform scale was a job 
in itsell. 

The Commission noted that wherever the 
sales tax rales were on the basis of a single- 
point levy, the piohicm was simple while 
where these rates were in terms of multi¬ 
point, double-point or a combination ol 
various systems, the conversion of lhc.se 
levies into single-point rates created several 
problems. The Commission also observed 
that the total incidence ol the excise duly 
and sales taxes on manufactured commodities 
might al.so have to include the incidence of 
exci.se duty and sales tax ontheircomponents: 
the determination of this multiple incidence 
was not alwayscasy.ThcCommission found 
that the states were not in a position to 
furnish data regarding the total valiieof sales 
and total sales lax collections under each 
Item. Had this data been made available, the 
probleinol convening other levies into single- 
p.iint levies might have been lar easier, the 
Commission felt In view ot these reasons 
the Commission found it diflicull to pursue 
even the limited study ol the proportion that 
the money burden bore to the price in each 
excisable commodity. 

Even 1 1 the Commission were able to 
dcieimine the proportion that the money 
burden ofthe two taxes bore to the total price 
of a commodity, it might not have taken 
them far in relation to the mam task betore 
them since the Commission had to as.scss the 
effect that money burden h.id or. production, 
consuiiiptionorcxportotacommodity while 
the lactor of taxation had a bearing on the 
price of a commodity and in the Com¬ 
mission’s view, this was no more than “one 
out ofahostol important factors”. According 
to the Commis.sion,.unless they were in a 
position to undertake lor each excisable item 
detailed cost-analysis studies ol the type that 
were usually undertaken by the Tarill 
Commission, they would not he able to 
determine whether its pioduction, con¬ 
sumption or exiTort was being hampeied on 
account of the excessive buiden ot cither 
these two taxes oi some otlier (actors. In 
order to recommend any ceilings on sales 
taxes, the Commission had not only to 
determine the combined incidenceof the I wo 
taxes but also the separate incidence ol each 
The Commission observed that even if data 
were available it would be “analytically 
impossible to be precise about the efiect ol 
one Ol two variables when the number of 
variables was so large” with the result the 
Commission found themselves unable to 


undertake these detailed studies |Gol lOn.S) 
Certain states had represented before the 
Commi.ssion that in judging the reason.ible- 
ness of the restraint that a tax im|iosed on 
production and consumption, it had to keep 
several factors in mind; in the case ol certain 
commodities it might well be the objective 
of ihcgoveinmeni policy loliinii the growth 
of consumption and production and in the 
caseof such comnuHlilies no con eel ive act ion 
was called for. If the combined incidence ot 
the two levies went to inhibit consumption 
ot essential consumer items to the detriment 
ol the living standards, corrective action h.id 
to be taken. .Similarly, it taxation had an 
inhibiting efiect on the pioblem ol 
intermediate and capital goods, it was 
delmitely a matter foi concern. Apart from 
the quantum of the lax there was tilso the 
mannei oi imposition and collei lion. If the 
taxes were levied or collected in a manner 
which would stand in the way ol theelficienl 
organisation and development ol industry - 
il It would prevent the diversification ir 
location ol industry on rational lines or the 
organisation ol procurement ol raw materials 
or distribution of products in the mo.si 
economic manner - there was a ca.se lor 
overhaul ofthe taxation scheme. In the then 
prevaling situation this question was also 
iniporlantlromthepointol viewol promotion 
of exports. Most states had assured the 
Commission that sp lar as this aspeil was 
concerned, they themselves were very 
conscious ot the iieeil tor exports and were 
devising suitable adjustments in sales tax 
levies with a view to reducing any 
disincentive el feel that the sales taxes might 
have on exports 

With these observations, the Foiiith 
Finance Commission proceeded to cx.iminc 
the mannei in winch beiiei co-oidmation 
between union cxci.se iluiics and sales taxes 
levied by the sl.iles could be brought about 
All the stales had conceded the point that 
“iinre.stricted -ind uii-ioordinaled taxation 
might altcc! production as well as exports 
and that there was need lot co ordination 
between the lax policies ol the union and 
the states" As to whether this co-ordination 
could be achteved through a systcinofcetlings 
on ..ales tax rales on certain commodities, 
combined with a tiiiancial sanction in the 
lorm ol the possibililv ol a cut in the stale’s 
share out ol union excise duties in case a 
state exceeded the ceilings, was a matter on 
w Inch the states had expressed strong views. 

The states drew the pointed attention of 
the Conmnsston to the fact that “sales tax 
was the only elastic source of revenue left 
with them anti any attempt to place re.strictions 
on ihcir fieedoin in this field ol taxation 
would alfect their capacity to rai.se resources 
and would thus handicap them in relation 
to the requirements ol the Fourth Five-Year 
Plan Sales tax was essentially of regional 
application and was almost the only major 
m.strumeni lelt with them tor shaping their 
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economic and industrial policy”. The 
Commission noted that the states had been 
using .sales tax along with power tariffs for 
giving incentive to industry and trade and 
any dilution of their power in this respect 
would mean a setback to their efforts for 
encouraging the gmwth of industry and trade 
within their respective areas. It was lelt that 
any ceiling on sale.s tax rates determined by 
the Finance Commission for a period of live 
years would remove the element of flexibility 
from the taxation system ol the states and 
would “cut at the very root ot the principle 
ofstates’ autonomy, thereby, weakening the 
federal structure". It had al.so been contended 
that the “mechanism of adjustmeni.s in the 
share out of an item of devolution, depending 
on the observance of specified conditions by 
the states, might well be inconsistent with 
the Constitutional provistons regarding 
sharing of taxes" (Gol 196.‘>1. 

While union excise duties were not 
compulsonly divisible, it was argued that 
once a tax was made divisible according to 
a certain formula, it had acquired all the 
elements of a devolution item and any 
conditions impirscd on the sharing scheme 
might not be legally valid. It hud also been 
pointed out that the “linking of the shares 
of excise duties with the rates of sales taxes 
might run counter to the principles that a 
Finance Commission might decide for 
distributing excise dutic.s". Certain stales 
had expressed the view that between sales 
taxes and union excise duties it was the latter 
category of levies which m the ease of most 
of the commodities imposed a higher money 
burden. According to them, if at all any 
restrictions were neccs.sary, the proper course 
would be to put ceilings on excise duties. 
The Finance Commission noted that out of 
the 68 items which were then figuring on 
the excise list, the problem of co-ordination 
between excises and sales taxes did not arise 
in 19 items, accounting for 45 per cent ol 
the aggregate excise revenue. Eight ofthe.se 
Items, namely, cotton fabrics, silk fabrics, 
rayon or artificial silk fabrics, wiKillen fabrics, 
sugar, tobacco (unmanufactured), cigars and 
cigarettes had been exempt from the levy of 
sales tax under the .scheme of additional 
excise duties tn lieu of sales lax. In respect 
of four other items common to excise and 
sales tax lists, namely, cotton yarn, jute, steel 
ingots and pig iron, there was already a 
ceiling of 2 per cent on sales tax rates under 
the Central Sales Tax Act. 1956. Then there 
were certain other items known as 'special 
goiKls' in respect of which all the states were 
then uniformly levying a sales tax at the rate 
of 10 per cent. In fact (he suggestion for this 
uniform levy had been given by the Union 
government and the states had accepted it. 
There were in all 15 items in this category 
out of which seven items, namely, motor 
vehicles, tyres and tubes, cycles and parts 
thereof, refrigerators and air-eonditioners, 
wireless receiving sets, gramophones and 
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certain iron and steel products were then in 
the excise list. In the case of these items, no 
upward revision had been envisaged in the 
near future; at any rate, since the current rates 
hud been fixed after consultation with the 
centre, in future al.so the revision would be 
after mutual consultation. Thus out of 68 
commodities it was in the ca.se ol 49 
commodities that the question of co¬ 
ordination between excise and sales tax arose. 
The stales’ view generally was that if on a 
proper .study of the facts, it was found that 
in the case of a few selected items out of 
thc.se 49, a co-ordinated tax policy was called 
for that could certainly hecffccled. According 
to them, however, the proper course, for 
such co-ordination was 'not the mechanism 
of a financial sanction i n the form of reduction 
in the share out ot a devolution item hut a 
periodic exchange of views between the 
union and the slate govemmentson problems 
of taxation and related subjects with a view 
to evolving co-ordinated lines of action. 

It had been pointed out to the Commission 
that there was no need to resort to a scheme 
of linking the share out of union excise 
duties with sales tax rates as the then exi.sting 
powers with the union government under 
Article 2K6((3) of the Constitution together 
with .Section 14 of the Central Sale.s Tax Act, 
1956 were adequate for controlling the upper 
limit of sales taxes in the case of such items 
as might be deemed to be of special 
importance. If such action was necessary 
and the stales agreed, the Union government 
could further enlarge the existing list, after 
providing lor compensation to the states for 
loss of revenue rather than resort to a financial 
sanction of the type contemplated in the 
terms of reference. Certain states had argued 
that a .scheme of ceilings on sales tax rates 
would be inequitable as between industrially 
and commercially advanced stales with a 
tairly large urban sector and the states which 
were predominantly agricultural. In the cu.se 
of the former, the sales tax yield occupied 
a much more pivotal position in their finances 
than in the latter; if ceilings were imposed 
their finances would be more adversely 
affected than the finances of agricultural 
states. As again.st this argument, the 
commercially backward states had argued 
that the sales tax revenue on inter-staic sales 
accruing to the advanced stales was largely 
paid by consumers in other states and that 
in the distribution of central sale.s tax - a 
source of revenue which the central 
government .shoiikl have distributed on .some 
equitable basis - the backward states had 
been discriminated against under the then 
existing arrangements according to which 
each state kept what it collected on behalf 
ot the central government. 

In view of the fact that adequate data for 
determining the combined incidence of the 
two tuxes and their economic effects were 
not available, the Commission could not 
proceed to the next stage, namely, that of 


fixing the ceiling and devising a formula for 
adjustment in the share out of the excises 
did not ari.se. The procedure for framing a 
scheme of ceiling on sales tax rates and for 
its implementation should be the same as in 
the case of additional duties of excise in lieu 
of sales tax. Both could beevol vedby mutual 
agreement; theirsuccessful functioning again 
depended on mutual understanding. In view 
of what has been explained above, the 
Commission did not recommend any scheme 
of ceilings on the sales lax rates of any of 
the excisable commodities and the question 
of suggesting a formula for adjustments in 
the share of the slates out of union excise 
duties did not therefore ari.se. It is important 
that the above observations and 
recommendations of the Fourth Finance 
Commission are kept in view while making 
any move to replace states’ sales taxes by 
a “centrally sponsored value added tax”. 
Further, the exchange of views between the 
states and the Finance Commission 
summarised in the above paragraphs gives 
a flavour of the reaction of the states to such 
issues aflecting centre-stale financial 
relations in India. 

VAT AND MODVAT 

One of the merits of the VAT system is 
that it helps to dispense with the cascading 
efiects of commodity taxation both under 
cither form of commodity taxation - be it 
excise duty or sales tax. 'I'his is the main 
reason why industries and trade in India have 
been urging t he government to an early switch 
to VAT. It was with a view lo minimise the 
cascading eftccts of excise taxation of inputs 
that in 1985 the government of India 
introduced a modified form of excise duty 
called MODVAT. In the following two or 
three years. MODV AT was extended to cover 
practically all chapters of the central excise 
tariff except petroleum products, textile 
products, tobacco, cincmatogiaphic films and 
matches. The fact, however, remains that 
MODVAT is not a value added tax in the 
real sense of the term; ‘The so-called Indian 
MODVAT is a not a VAT at all, but rather 
a form of modified excise duty. MODVAT 
is es.sentially a manufacturing excise tax 
with credit allowed for exci.se duty and 
customs in a limited number of industries, 
introduced mainly with a view to eliminate 
the cascading effect of multi-point excise 
levie.s’’ [Tail 1988]. It is al.so necessary for 
the purpose of our study to know the 
background in which the MODVAT .scheme 
was formulated. Chakraborty noted three 
measures attempted earlier for containing 
the inflationary impact on account of the 
excise taxation system [Chakraborty]. 

(i) In the production of an excised 
commodity, inputs belonging to Tariff Item 
68 were rendered eligible for set-off. 

(ii) Within each tariff item the duty paid 
on inputs within the same item was made 
available as proforma credit. 


Economic and Political Weekly January 25, 1997 



(lit) For several excised commodities 
provision was made for duty relief for 
specified inputs. 

It was, however, found that this approach 
of selective concessions coupled with 
exemptions granted through more than 5(X) 

I notifications had only led to .several 
complications in tax administration. Due to 
the predominance ot sales tax as the single 
most important source of revenue for most 
of the states, any assessment of the 
distribution of the sales tax burden among 
different sections of society had become 
extremely difficult. It was in this context that 
the MOD VAT was formulated “as a 
theoretically appealing way of providing 
set-offs for taxation of inputs”. The L K Jha 
Committee on Indirect Taxes (1978) had 
also recommended the levy of such a tax on 
manufactured goods. However, it has to be 
recogni.scd that “as long as credit is given 
only for excise duty and additional duty of 
customs paid for inputs and not for general 
customs duty, relief in MODV AT would not 
be available to certain category ot producers 
like automobile manufacturers who depend 
largely on imported goods.” Inasmuch as the 
MODV AT has not been followed up by a 
similar system at the stale level in sales 
taxation, MODV AT could at best be viewed 
only as a step towards adoption of a full- 
llcdgcd VATin Indiaand not a VATin itself, 
while introduction of a full-llcdgcd VAT in 
India would .seem to present "numerous 
administrative and constitutional difficulties, 
including the vexed question of union-state 
relations” [Tait 1988J, 

The Tax Reforms Committee (TRC) 
headed by Raja J Chelliah has strongly 
underlined the need to switch over to a V AT 
system in India. It is the popular perception 
that introduction of VAT will invariably 
require determination of VAT rates by the 
centre and that a centrally determined VAT 
should replat c the cascading turnover sales 
tax levied by states [Col 19.") 1 ]. l..et us assume 
for a moment lhal this theory is correct. It 
would then follow that introduction of V AT 
in India is adilTicult pr(>pasilion as the states 
would not be willing to give up even part 
of their exclusive powers of sales taxation. 
Fuither, it would be a Herculean task to 
convince the states about the superiority of 
VAT over first-point sales taxes hecau.se 
whatever experience the stales so far have 
in such related matters cannot be considered 
satisfactory to lure them into a value added 
lax system. Fof example, in pursuance of an 
agreement reached between the centre and 
the states at a meeting of the National 
Development Council in December I9S6, it 
was decided that the centre would levy 
additional excise duties on cotton fabrics, 
woollen fabrics, rayon nr aftiilcial silk fabrics, 
sugar and tobacco including manufactured 
tobacco in lieu of sales lax on lhe.se 
commodities earlier levied by the states, 
with the .states agreeing to abolish sales tax 


on these commodities. Under this tax-rental 
arrangement, the entire net priKceds from 
the additional excise duties in lieu of sales 
lax arc to be distributed to the states on the 
basis of tccommendalions of the Finance 
Commission every five ycais The stales 
have expressed Iheii unhappiness with this 
arrangement both with regard to the method 
of its implementation by Ihc centre and ihc 
scheme of redistribution rccommcndcil by 
the Finance Commissions. 

Whilethc Ninth Finance Commission was 
given a term of reference to examine the 
possibility of merging additional cxciscduiies 
in lieu of sales tax with basic excise duties, 
nut only were the slates unanimous in 
vehemently opposing the proposal hut the 
Finance Commission also strongly 
recommended iigainst any such move. The 
Commission found that much ul the 
opposilionagainsi the proposed merger con Id 
he traced to the manner in which Ihc tax- 
rental arrangement was being implemented 
by the centre. F'or example, it had been 
decided at the meeting of the National 
ITcvelopmcnl Council as early as in December 
1970 that within a period of iwo lo ihrcc 
years the proceeds from addiiional dunes ol 
excise in lieu ol sales tax should achieve a 
level of 10.8 percent of the value of cleaiance 
and the ratio between the yields from basic 
duties ot excise and additional excise duties 
on these commodities was intended to be 
brought up to 2; 1. The Commission noted 
that while the latter commitment wastulfilled 
in recent years, the tormei one which was 
required lo be done within three years of Ihc 
meeting of the National Development 
Council in 1970, .still remained lobe realised. 
Apart from the fact that the government ol 
India did not fulfil its promises in regard to 
realisation from this levy, it had unduly 
expanded the coverage of the goods by 
resorting to definitional changes precluding 
thereby more items from the levy of sales 
lax and many commodities were also 
subjected to 'nir rate of duty. These 
commodities, therefore, were free not merely 
from the levy of additional duties of excise 
but also c.scaped the liability lo sales tax 
which the slates were prevented Irom 
imposing fur fear of forfeiting then share in 
the proceeds from additional dutiesofcxci.se. 
The Ninth Finance Commission not only did 
not recommend the merger of additional 
duties of excise with basic duties ol cxci.se, 
but also proposed that the revenue loss 
suffered by the states on account of the 
exemptions of additional duties ol excise in 
lieu of sales tax allowed by Ihc central 
government should be estimated. The 
National Instituicof Piiblic Finance (NIPFP) 
which was entrusted with this rcs|Hinsibility 
found that stales were losing revenue on 
account ol exemptions in the case of 
khandsari .sugar, certain items of textiles like 
rubberised textiles, knitted or crocheted 
fabrics and fabrics of man-made materials 


coated or filamentcd with preparation ol 
LDPE.Thc NIPFP study established lhal ihe 
centre had increasingly mobilised revenue 
from yarn and the raw materials of yarn, 
cmpiiical evidence provided by the decline 
in yield from the basic excise duties on 
fabrics and increase in the yield Irom yarn. 
The NIPFP study strongly recommended 
that the divisible pool ol the addiiional excise 
duties in lieu ul sales tax should lake inlo 
account Ihe central taxbuscofruwmalenals, 
yarn and fabrics lest the ccntic should den ve 
exclusive benefit fiom the base [Purohii 
1990). .Several stales had also expressed 
their reservations regarding the economic 
criteriaadopiedhy IhcFinanceCommissions 
for horizontal redistribution ot the piocceds 
from the additional cxci.se duties in lieu of 
sales tax among the states. While many stales 
have favoured sales tax collections as the 
basis ol distribution, the adoption of criteria 
like net state domestic product, adoption ot 
1981 population figures by the Ninth Finance 
Commission as against the 1971 population 
figures stipulated in the terms ol rclercncc 
have Icit several slates dissatisfied with the 
scheme of redistribution too. Going by such 
experience, il should not be surprising if 
stales view any move lo introduce VAT not 
merely as an attempt to encroach upon their 
exclusive powers of sales taxation but could 
even question Ilic alleged superiority of the 
VAT over Ihc sales tax system. VAT could, 
in one way, be looked upon as a nuillistugc 
lax which produces a burden equivalent to 
lhal of a single stage retail sales tax. That 
It IS the First point turnover sales tax which 
causes the maximum amount of cascading 
in the absence of any provision to give .set- 
ofl toi the tux paid at production point in 
Ihe form of cilhei excise or MODV AT both 
ot which arc central levies is liindamentai 
lo any attempt at a design for an Indian VAT. 
In most of the stales, sales tax is levied 
mainly at the First point known as the single 
point sales lax. The lax is thus collected from 
the importers, manufacturers or the 
wholesalers. The only states still having 
multipoint tax on a few commodities are 
Kamalakaand Kerala. Howcver.since .several 
stales al.so apply lower rales of taxation on 
sale of Items going into manufacturing, like 
inputs, they may claim that the cascading 
etfc'-ts have already been minimised by such 
measures and that V A'F would be redundant 
in the Indian context. 

As mentioned earlier, the possibility of 
i ntriKlucing V AT in India has been considered 
carlici by Ihc L K JhaCommiUccon Indirect 
Taxation in 1978 and more recently by TRC 
headed by Raja J Chelliah. Roth the Jha 
Committee and iheTax Reforms Committee 
have been in favour of a complete change¬ 
over to Ihc VAT system. This would involve 
rcdi.stribution of tax powers between the 
centre and the states with a view to vest all 
powers Ol commodity taxation, namely. 
cxci.se and sales taxes in the central 
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govcrnmcnl, with the states settling for a 
share of revenue on tlie basts of Ibrmtilai* 
rcconimcndcil by Finance Commissions 
every live years. As already explained this 
will be hard to achieve since the states would 
not he willing to part with their exclusive 
powers of sales taxation. The TRC. in Us 
final report, has recommended an adiiiixinrc 
of VAT, vi/. MODVAT at the ceiitial level 
extending to most commodities and 
rationalising .sales tax sysieiii at the state 
level. The Tax Rcldrms Committee has also 
recommended extension of MODVAT to 
the whole.sale stage mainly to discourage 
under-valuation ol the manulactuied goods 
since the proccduies loi ,M(.)1)V.AT 
adiiiiiiisiration ici|i!ire the levy ol tax at the 
stage ol clearance anil not at the time of sale. 
While under-valuation of the manufactured 
goods at the wholesale stage is an issue 
which needs to be addressed separately, 
extension of MODVAT to die wholesale 
stage IS not the solution to the problem. 
Extending MODV AT to the wholesale stage 
which involves no manulaeturing pioccss 
would not only he unjustified but would 
amount to an infringement ol the states' 
powers of sales taxation. The tnmsaction 
between the manulactuicr and I he wholesaler 
is in the nature of sale and not an extension 
of produi lion and should be subjecl to sales 
lax and not MODVAT which is a form ol 
excuse This asjxjtl has been dealt with in 
more detail later in this section. In any event, 
VATin replacement of the sales lax through 
the whole.sale stage should be considered as 
an Intel im measure preparing the giound for 
extending the VAT lully to the retail stage. 
Mahesh Purohit has suggested that the union 
government could iiinit their powers to levy- 
excise duty on certain .select important 
revenue-yielding commodities m the n.iiiire 
of .special exci.scs which would not be set 
off against the VAT and the rest ol the excise 
dunes could he converted into a system of 
VAT and the states could be empowered to 
levy a tuil-lledgcd slate VAT in the country. 
Undei this system the tax would be levied 
on all sales beginning with production oi 
mnnulacture. the t.ix levied at the stage of 
manufacture (the existing MODVAT) could 
be given set-off at the time of levy ol sales 
tax (now VAT) and that the tax at the second 
stage, i e, at the time of sale, would be levied 
only on the value added. For rc.isons of 
administrative efficiency, howcvci. Purohit 
has recommended thiit the centre should 
continue to levy VAT at the mniiiilactiiring 
level and the revenue so collected by the 
centre could he distributed to the stales on 
the basis ol collection. Purohit believes that 
"inclusion of MOD V ATcoinmoditics under 
the state VAT would eliminate the cascading 
completely while at the .same lime allow the 
centie to retain a fixed proportion of 
MODVAT revenue as thcircost of collection 
and its own share". Purohit’s mixJel envisages 
division of VAT opeiat .ms imo VAT at the 


level of centre and also at the level of stales 
both giving set-off for the tax already paid 
on earlier transactions. Under this system, 
the inter-state tran.sactions should be treated 
on de.stination principle and each stale would 
lax the inter-state sales but the importing 
slate would give set-olf tor the tax already 
paid in the exporting slate. Undei this 
approach, the cut rent centiai.sales t.ix •would 
no longer be necessary [Purohit 197.)). 

In my view, any miKlel proposed for a 
value added tax system in the context of 
Indian fiscal lederalism should he foi ululated 
not merely w'ith a view' to eliminate the evils 
of cascading in the system of conmiodity 
taxation, be it union excise duly, state or 
central sales taxes but should be designed 
in a manner which i.s politically accc|>l,ible 
to the centie and the slates pailiiulatly 
keeping m view the delicate and sensitive 
nature of centre-state financial relations In 
other wolds the design ol a VAT lor India 
or any other ledeial economy loi that matter 
cannot be done in a political vacuum- an 
economically, ‘ideal’ model could turn out 
to be politically unacceplable. Any design 
which Ignores this aspect is bound to 
remain a text book theory w hich could never 
see the light ol the day. Viewed Iroiii this 
angle, both Tax Reloims (‘'oiiimiliee'.s 
recomniendatioiisandPurohir.s model suftci 
fioni sliorlcoiiimgs though both proposals 
have deliniie positive lealiiies which have 
been mcoiporatcd in the model sucgesied in 
Ihi.s paper. The attempt in this section is to 
pieseni ai'iiKlel which, while preseivinglhe 
economicobjectivesofa VAT. isalsoleasihle 
from the point ol implementation m the 
Indian (lohiical economy. 'Die reaction of the 
slates to the issue of pulling a ceiling on sales 
tax lates discussed earlier i.s a eleai pointei 
to the likely reaction to a central VAT 

At the outsci, for the reasons explained 
above, the model tries to preserve the existing 
division ol responsibility between the centre 
and the stales in the area of conimodily 
laxalioii III India, namely, cxci.sc duly at the 
pioduclion point to be levied by the centre 
m the foim ol union excise duty and .sales 
lax at the consiimplioii point to he levied by 
the states. It may be appreciated that it i.s 
the cascading turnover sales tax which has 
to be transformed intoa genuine value added 
lax. In other words, the model is lounded 
on the fiindaiiienlal principle dial if a value 
added lax m replacement of M.itcs’ sales 
taxes were to be introduced in India that 
value added lax 'las to be purely a stale VAT, 
while the central VAT, if any. has to be 
confined to the extension ol MODVAT 
system for the uiiioti excise duties up to the 
production point only. Even though 
MODV AT IS not a V AT and the value added 
tax is levied on a price inclusi’ c of cxci.se 
duties continuation of the MODVAT system 
fur union excise duties is recommended 
in.sufar as it helps eliminate Itie ill-effects of 
cascading in the sy.slem of excise duly The 


popular notion that value added (ax has to 
be necessarily a federal lax is not true. In 
fact, this is a misconception; as long as 
uniformity and harmonisation could be 
achieved among tiie rates, there is no need 
to transform states' sales lax to a federal 
VAT. In fact one could even go to the extent 
of suggesting that the choice to opt for a 
VAT m replacement of the sales tax should 
he left to the stales and that it is the stales 
which should exercise full powers with regard 
to the existing rates,exemptions, administrat¬ 
ion and collection in the case of VAT just 
as in the case of the present sales tax system. 

The above apjiroach could be supported 
by the experience with the VAT .system in 
the European community where the inembcr 
coiintiics run Ihcirown independent country 
VATs. It may be recalled that the VAT was 
the choice ol the member countries of the 
EC as the best way to promote neutrality and 
uniformity ol the lax burden and to provide 
incentives for inciea.scd productivity and 
industrialisation. VAT was first introduced 
in France in I‘).‘i4 when it became the fust 
European country to im|ilcmcnt VAT on a 
very large scale. “The latest innovation is 
the VAT. Its emcigencc in Fiance illu.stiates 
the process by which .1 soil of continuing 
Icrmentot improvisation now and then gives 
ti.se to an innovation ol the lust older” |Taii 
ISISKI Therecominendalionol the EC Fiscal 
and F'inancial Commilieeih.it all the inembcr- 
countrics could shill to the VAT toim was 
lormulatcd as eaily as I <)f)2. In lad meiiibcrs 
who joined the EC later had to introduce a 
VAT Ireland in 1472, United Kingdom in 
1 47 .C Pot lugal and .Spam i 11 14hb and Ciicece 
in 1987. Italy wasihelastcoiintryioiiilioduce 
VAT as late as 1988 It may thus be seen 
that V AT system m the Farroivan community 
was not intioduced overnight in all the 
mi iiiber countries at the same time but was 
introduced by them at diflereiit points ot 
lime Similarly replacement of stales’ sales 
l.ixcs by a v iluc added tax system in a fetleral 
economy like India could draw inspirati.in 
I rom the EC model by looking at the Eurofican 
community as a lederalion of states. 

The lollowiiig recommendations made by 
the Tax Relorms Committee, however, are 
endorsed for implementation in a pha.sed 
manner as part ol the lax reforms measures 
to iniioducc a value added tax system m 
India |Gol 19921 

(a) Extension ol excises to cover mo,st 
manufactured goods :it present exempt and 
.some .select .services mentioned in the interim 
report; 

(b) Reduction inihc level of rales on .some 
commodities which arc unduly high; 

(c) Gradual reduction in the number of 
rates moving them towards three rates 
between 10 and 20 per cent for all goods 
that would be covered by the VAT system; 

(d) Extension of Modval credit to all inputs 
that arc used in the production of, or 
incorporated in, taxable commodities except 
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for office cquipmcnl, accessories and 
furniture, building inatcrul and a few others; 

(e) Extension of Modvat credit to 
machinery not lully at the time of purcliase, 
hut an instalment during a subsequent period 
of years which could be laid down in the 
law; and 

(f) Extensionof V AT to the more important 
services used by productive enterprises. 

The ob.servations of the TRC that the 
existing cxci.se duty regime for the textile 
sector should be translormed into a value 
added tax system by introducing the 
MODVAT scheme till the yarn .stage in all 
sectors and applyinglhe MODVATprinciple 
in cotton textiles without subjecting grey 
fabrics to lax at the present time and that 
extension of MODVAT to the cotton textile 
sector in order to stimulate export potentials 
of cotton labrics and garments arc important 
rccommcndalions. However, there is 
difliculty with the recoitimcndaiion ot the 
TRC on the extension of VAT to the 
wholesale stage. "The TRChas recommendctl 
that a value added tax. namely, the relormcil 
central excise .system, should be extended 
to the wholesale stage, wholesale stage being 
delincd as tradeis who buy trom 
manulactuicrs and sell toother tnanulaclurcrs 
01 tradeis. The TRC! has observed that they 
should be .subject to VAT in addition to 
excises payable by the mamilactuicrand that 
only the value added at their hands should 
be subject to tax and the inanufactuteis who 
buy from these wholesalers should also be 
able to obtain credit loi lax paid earlier 
According to the committee this would 
provide adequate safeguard against the 
attempts at undeivaluation by the 
nianulacturci to reduce excise liability which 
IS I liecau.se ol many disputes in excise besides 
captuiing the value added at the hands ol 
the whole.salcrs. The Tax Reforms Cominitiee 
had recommended that the VAT at the 
whole.sale stage could be collected by the 
states’ sales t.ix de()artment concerned in 
close co-ojieration with the officers ot the 
central excise department and the ainouni ol 
V AT collected could be allowed to be retained 
by the state where it is collected: "This 
Central VAT can be levied with the co¬ 
operation of t he slates who can be pei suaded 
to accept this levy, lu’cause of Iheirown right 
to levy the sales tax on goods will in no way 
be circumscribed, and at the same time, they 
will gel the entire revenue from VAT at the 
wholesale stdge”. 

The above recommendations have been 
made keeping in view the existing 
demarcation of responsibilities in the area 
of ctimmodity taxation between the centre 
and the .states. It should be appreciated that 
the moment any product leaves the pauluction 
point after completion of the production 
pioccss in all respects, all subsequent 
transactions should be only deemed to be 
sales and they should be tinly subject tt> sales 
tax and i lot to any further form of excise duly 


in the form of a central VAT even though 
this may be collected and retained by the 
states as per the recommendations ol the Tax 
Rclorms Committee. It i\ true that sales lax 
at the first-point ol sale is of a cascading type 
and no credit is curicnily available to the 
wholesaler Idr the excise or MODVAT 
already paid. Keeping this point in view the 
TRC has recommended that the VAT at the 
wholesale stage should be a central VA T 
which would be levied only on the value 
added and could be subject to lax while no 
such credit would be available if this were 
to be a sales tax. This could be solved m 
a diflerent fashion. It has already been 
recommended that state sales taxes could be 
replaced by a slate VAT. The state VAT at 
the lirst-poinl ol sale, namely, from the 
manufacturer to the wholesale stage could 
be on the value added at the hands of the 
manufacturer and the necessary credit could 
be allowed under the state VAT. This 
procedure, of course, is fraught with vciy 
.serious problems since a .state giving set-oil 
credit to a tax paid at the central level is 
bound to lead to loss of revenue lor the stale 
This could be solved by linking the issue 
with the system of rcdistnbuiion (>f the net 
proceeds ot union excise duties among the 
stales. Presently, the net proceeds ol union 
excise duties aredistnbuled among the stales 
based on the forniula recommended by 
Finance Commissions which lake into 
account several economic indicatois like 
population, poveity index, disianee of jver 
capita income from the state with the nighesl 
pet capita income. I'oinposite index ot 
backwardness measured in terms of the 
numbei of agricultural labourers and ,SC/.ST 
population in the state and the like. F'uriher, 
part of the divisible pool also sl.mds 
earmarked lor filling the mm plan deficit 
gapsot ihe stales with posl-dcvolution del icits 
III their revenue account. If the VAT at the 
wholesale stage were to replace the cascading 
fiist-|roinl sales lax which would involve 
giving credit loi the lax already jiaid at the 
nianulacluring level in the loini of excise 
duty or MODVAT. then the scheme of 
redistribution of the proceeds of iimonexLise 
duty among the stale.s would have to cany 
a suitable weight for the collection of union 
excise duties in the state so that the states 
are assured of getting back some pan of 
union excise duly collected in their slates 
It would also be ncces.sary to dispense with 
setting apait any porlionol the divisible pool 
ofunioncxci.se duties to lill non-plan deficit 
gaps which have to be taken care ol only 
by grants under Article 215. .Since only 41.5 
per cent of the union cxci.se duly currently 
forms part of the divisible pool with the 
balance going to the central government .this 
mca.surc alone would not be adequate to 
compensate the stales tully for the credit 
allowed by them at the fit sl-poml sale against 
MODVAT or union excise duty as the case 
may be. In this connection the .luthor in 


another paper has suggested that the lax- 
sharirig between the centre and the states 
should be in terms ol a lixed perceni.ige of 
the total gross tax-tevenue ol the centre 
without restricting tax-sharing lo some 
selective tuxesand that this jiei ccniage should 
be ol the centre's gross tax-revenue 
IGuriimurlhi IW^). It this sysiem were lo 
be adopted, the lioii/oiual ledistiibuiion 
among the .states will have lo he on Ihe basis 
of a single formula which would be 
recommended by the F'lnancc f’ommissions 
for the cntiie gross tax-ievcmie ol the centre 
comprised of income lax, corporation lax. 
customs duty, surchage on income tax, taxes 
and duties under Articles 268 and 26^ ol the 
Con.slilution in addition to union excise duties 
and additional excise duties in lieu of sulex 
tax Assigning some weight to the amount 
of union excise duties collected in the state 
in the formula tor redi.stribution ol the cnlitc 
gross tax revenue may not be appropriate ■ 
In order to take care of this pioblem, it i.-, 
recommended that the powcis lo levy 
suichai gc on income tax could he delegated 
to the stales and the stales could tix this 
jierceiUagc individually subject lo a ceiling 
ol 12 pel cent depending on Iheircommiimeni 
towards allowing credits ;U the wholesale 
stage for manufacture! s’ MODVA’l 
.Supplementing a federal income lax by a 
slate income tax is picvaleni m other ledcral 
economics like the I !S lor ijuilc some lime 
In India stales have al.so been pleading with 
the centre for alroui Ihe last 30 years lor 
adding the net proceeds fiom suichaigc on 
income tax to the divisible pool It is 
recommended that siii h delegation ot powers 
lo Ihe slates will not only be an import.ml 
step in the direction ol improving the ccnirc- 
slate Imancial lelalions hui could pave the 
way for a smooth iransiiion lo mirtHhiclion 
ofa value added lax sy.slem m India. Another 
approach would be lo jiermil states lo levy 
service lax on a large numbiT ol items like 
telephones, advertising, com lei and freight 
services. 

It .should he mentioned that the above 
model diltei.. Iiom Ihe EC’ model in one 
major lespecl. In the ease ol the Etiiopcan 
community, the member countries have, in 
addition to their own VAT’s, a federal 
F,i‘ro|ican community VAT This federal 
VA T IS levied at a maximum of 1.4 per cent. 
'1 his ledcral VAT, however, is not strictly 
a V.A'I’ but IS asses.seil on a theoretical base. 
In order to ensure that all the European 
comimimiy members arc treated equally the 
ronimission defines precisely how the 
theoretical tax-base should becalculated from 
national income llguic, the ba.se equivalent 
lo that defined in the various EC VAT 
directives; all the various exemptions and 
deviations that can be useil are ignored and 
it IS on the bioadesl base that the ‘fcdcrar 
EC Commiission VAT is levied. While the 
•idvantagc in the system is that traders are 
ntrt at all involved in tax collection, the Mates 



can keep their own tax-bases and rates but 
have tn simply meet this tederal charge 
calculated on the basis ot'thc estimated value 
added. The practical pioblem in this method 
IS that it requires eomputation ot household 
consumption under various headings of 
goods and services consumed for each stale. 
In the Indian conditions when the retailers 
maintain no proper records, computation of 
any such theoretical base will almost be an 
impossible task. Moreover the federal charge 
involving all such complicated computation 
might be justified in the ca.se ol EC as the 
EC VAT IS primarily meant to tmance the 
Commission’s expenses ami ptogrammes 
and such a federal VAT would not be 
necessary in the Indian conicxt as the states 
form part and parcel ol one country unlike 
the countiies in Europe. 

Despite the fact that a fetlcriil VA Ton the 
lines of EC VAT may not be necessary m 
the Indian context, iranslorming the current 
Central Sales Tax into a fedcial VAT could 
be considered in the Indian context Though 
sales tax is a stale subjccl, the Indian 
Con.stitution has placed certain restiuiions 
under which the stales are prevented Irom 
imposing sales lux on sale oi purchase ol 
goods where such sale or purchase taxes 
place outside the state or in the course ot 
import of goods into or export of goods out 
of the territory of India. Further, there is a 
ceiling rate of 4 per cent under Essential 
GcmkIs (Declaration and Regulation of Tux 
or Purchase) Act l‘)S2 on goods declared 
es.scntial lor the life of the community. This 
covers a huge number ol items like ccicaLs, 
pulses, fresh and dried ftuits. Iresh milk, 
meal. fish, eggs, edible oil and oil seeds, gur, 
salt, all cloth woven on handlooms. raw 
cotton, cotton yarn, hides and skin and so on 

In 1956, the Central .Sales Tax (ChST) was 
enacted following an amendment to the 
Constitution which authorised the parliament 
to levy tax on sale or purcha.se of goods 
(other than newspapers) in the course of 
iniei-state trade, revenue from which was 
assigned to the stales fully by amending 
Article 269 oi’the Constitution. The Central 
Sales Tax Act has also placed the following 
restrictions on the powers of the stales with 
regard to levy of local sales tax on goods 
declared as of special import.ince within 
their respective stales: (a) The rate of .sales 
lax cannot exceed 4 per cent; (b) The tax 
cannot be levied at more than one stage; if 
the tax on the local sales has been levied and 
if such goods arc later sold in inter-state trade 
the local lax is refundable. Obviously the 
above restrictions were incorporated mainly 
with a view to eliminate cascading which 
is the ultimate objective of the value added 
tax system. 

Purohit has pointed out that even though 
C.ST is levied to avoid unnecessary movement 
ol giKids among the states it docs cause the 
phenomenon ofcasca ling. He is correct in 
his observation that the objective of the CST 


Act is to regulate the inter-state movement 
ot goods and not to raise revenue for the 
exporting states. The progressive increase in 
the rale Irom I per cent in 1956 to 2 per cent 
in 1963, to 3 per cent in 1966 and 4 per cent 
in 1975 has been done without due 
consideration to the consequences. The CST, 
at present, is levied on inter-stales sales only 
and consignments are exempt. With the 
proposal to levy CST on all these exempted 
transactions which comprise Ihrec-lourths 
of the base, Purohit feels that taxation of all 
the transactions including consignments 
would be "inflationary, inequilous and 
distortionary". I’urohit'smodel forVATalso 
dispenses with the existing central .sales lax 
altogether with each stale taxing the intcr- 
slalc sales with the importing state giving 
set-ofi for 'he lax already paid in the exporting 
stale to make the system revenue neutral 
fPurohil 19731. 

Once it is decided to switch over to VAT 
in place ot cascading turnover sales lax, the 
consequent tax reform measures should cover 
all aspects of the existing taxation .system 
including CST. Further there arc several 
loopholes under the present Central .Sales 
Tax .sy.stcm like the ‘high-sea sales’ which 
arc exempt from CST under the Act: in 
actual practice, imported products arc kept 
in customs bonded warehouse ftu 
considerable length of time and mere paper 
transtcr lakes place several times depending 
on market conditions, all these sales being 
claimed as exempt. Therefore in the evciil 
of India opting lor VAT sy.stcm it would be 
prcterahle to bring out comprehensive 
amendmetiis to the Indian Constitution 
cmhracmgall aspects of sales taxation within 
the ambit of VAT including provisions of 
the existing CST. In the piocess it should 
be possible to replace the Central Sales Tax 
by a tederal VAT removing some of the 
elements which nave contributed to 
cascading. However, the yield Irom the 
Central Sales Tax thus transformed into a 
federal VAT should be shared between the 
centre and the states. As mentioned earlier, 
the author has suggested that the share ot 
the states in the central taxes should be onc- 
third being the centre’s .share and the same 
should be Exed in the Constitution for a 
period of 15-20 years. While the yield from 
the slate VAT in place ot turnover sales tax 
will beavailablc fully tothc respective stales, 
the yield from the federal VAT in place of 
the CST shou J form part of the gross tax- 
revenue of the centre which would be subject 
to sharing between the sttiies and the centre 
on the lines suggested above, 'rheenlirequest- 
ion of inter-state sales taxation is currently 
engaging the attention of an expert group. 

If the states in India were to be given full 
powers of VAT in place of the sales tax, one 
could argue that it would lead to different 
rales in different states and there would he 
no uniformity. This can be solved by 
achieving a certain degree of harmonisation 


as in the case of EC countries, with the 
central government playing the role of the 
EC in co-ordinating the efforts of the states 
in this direction. In this connection the 
experience of the EC in the matter of VAT 
has .some valuable lesttons for India. The ^ 
VAT can be applied either on the basis of 
origin nr on the basis of destination which 
then allows replacement of the destination 
principle by the origin principle when a 
significant degree of harmonisation has been 
achieved. The EC has firmly adopted the 
dc.stination principle as the approach of the 
origi n princi pie of V AT has been considered 
not feasible in the EC conicxt. 

With the above structural changes in lax 
reforms, it should be ptissible to introduce 
a VAT successfully in India on the lines of 
the EC model. Uniformity in tax burden and 
full harmonisation could be achieved over 
a period of time with the central government 
playiiigthe roleof ihc European Commission 
without any need for a federal VAT. Fiscal 
federalism will stand m the way of introducing 
VAT only if there is an attempt to leplace > 
the state sales tax by a central VAT. The 
model recommended in this paper does not 
suffer from these problems. Itcould, however, 
be argued that a similar system in Brazil 
where under the new Constitution enacted 
III 1988, the states are to .set the state VAT 
rates themselves on the basis of their 
assessment of ’essenti.ility’ tif the goods and 
services has been criticised on the ground 
that “while in other countries there seems 
to be a general movement toward reducing 
divergencies in tax rates between .sectors and 
between countries to reduce distortions. 
Brazil .seems to be moving in the opposite 
diiection". But it is possible to solve these 
problems by the state organising themselves 
into a regional grouping or a community on 
the lines of EC or a cu.stoms union with a , 
view to bring about harmonisation and 
unifonnity in VAT rates. In fact Brazil has 
used the stale VAT to stimulate exports and 
promote certain projects of‘natural interest ■. 
Since 1975, such projects, including 
telecommunications, power, and steel have 
not had to pay VAT: exemption Cot expoits 
was supplemented by a subsidy which was 
an extra V AT credit expressed as a percentage 
of the firm’s export value. The state V ATs 
in Brazil haveawidcrba.se including services 
such as communications, consumer credit 
charges, electricity, and transport and also 
include fuels and minerals. But the problem 
in Brazil is the constant battle between the 
produced and consumer states on account of 
the vast difference between inter-state and 
intra-stale VAT rates and exclusions and 
exemptions granted by the federal authorities 
justified on grounds of the need to stimulate 
economic expansion. In one sense the 
difference between inter-state and intra-stale 
V AT rates in Brazil is not different from the 
inability of the US government to bring the 
mail order firms within the ambit of retail 
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sales tax liability. In this connection it is 
relevant to point out that in India the Report 
of the Committee of state Finance Ministers 
on Sales Tax Reform (April I99S) has 
strongly felt that 'rate wars’ among the states 
in the form of competitive rate reductions 
should be put to an end as early as possible 
[NIPFP IW51. 

There could be no two opinions on cither 
the growing importance or the advantages 
of value added tax system as could be seen 
from the phenomenal increase in the number 
of countries opting for the VAT system year 
after year, even though, at least one country, 
namely, Norway, which after having opted 
for VAT in place ot retail sales tax has 
seriously considered the possibility of 
reverting to retail sales tax system. While 
the protagonists of sales tax could atguc that 
a single-point .sales tax largely takes care of 
ihc problems which are siippsed to be solved 
by VAT, it has been the general experience 
that the single-point sales tax proves eflicient 
at relatively low rates but it becomes 
increasingly difficult to administer the same 
with the progressive increase in rate. Apart 
ii om t he advantages of cli mi nating ca.scadi ng 
assiKiatcd with sales tax regime. VAT al.so 
holds out great potentials of raising additional 
resources by bringing within its purview the 
services sector like medical, computer, 
consultancy and automobile repairs services 
and even a sector like housing. Therefore 
a country like India which experiences the 
phenomenon of a fiscal deficit might stand 
to gain by opting for V AT in the nol-too- 
distant a future. Federalism may have its 
shortcomings but the Euro|x:an community 
IS a shining example of how politically 
independent countries, by coming together 
to derive great benefits in the matter of 
inicriiational trade, have moved far ahead in 
this direction by enlarging and refining Ihc 
concept to embrace monetary and fiscal 
policies, Hven in the case of the erstwhile 
.Soviet Union, a strong ca.se was made out 
to opt for a system where the republics could 
be politically independent but couldcontinue 
to remain economically united in the matter 
of monetary and fiscal policies, "the politics 
of the time is going towards fragmentation, 
while the economics is towards integration” 
(Paul Kennedy). 

Conclusion 

Both the central government and the state 
government on the other have embarked on 
a massive attempt to reform the commodity 
taxation regime in India. Among the states, 
Maharashtra and Tamil Nadu have been 
forerunners in introducing the value added 
tax. The committee of state Finance Ministers 
on Sales Tax Reforms (April 199S) has made 
several recommendations for sales tax refonn. 
I'atnil Nadu has gone even beyond these 
recommendations and has introduced many 
revolutionary changes in formulating its 
budget for 1996-97. The .slate has set a 


record by introducing a new concept called 
the Long-Term Taxation Policy to establish 
a stable sales tax regime devoid of any 
uncertainty. The merger of basic sales tax 
with surcharge, additional surcharge and 
additional sales tax into one composite rate 
has been widely welcomed by the trade and 
industry in the state. The state government 
is also fully prepared to levy service tax on 
various services provided the required 
permission isgi vciiby thecentral government 
through necessary constitutional amendment. 
These reforms have become a pace-setter for 
other stales in India and could be of signi¬ 
ficance for other developing country tedera- 
tions as well. 

(Concluded) 

[This paper was prescnicd at cunfciencc ut tlic 
lyevciopinent Studies Assiiciutioii. I'nis'crsily ol 
Reading, UK. Sepicmbcr 18-20. I<W().] 
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DISCUSSION 

Women’s Land Rights through Tables 

l.«ela Dube 


BINA AGARWAL’s weighty work A Field 
of One's Own: Gender emd Ixind Riiibts in 
South Asia (Cambridge University Press, 
1994) has generated much debate and 
discussion in the pages of the EPW. The 
book is informative, has a wide canvas and 
an original focus. It displays evidence of 
immense hard work. 1 do not intend to 
comment here on the bulk of the work but, 
as an anthropologist, I would like to say 
something about the book’s tables, based on 
ethnographies of the region. 

In the text Agarwal demonstraies 
praiseworthy awarene.ss of the reach of the 
anthropological material and many of its 
implications. .She describes ihcste in quite 
a lot of detail. Contrary to this, the tables 
prepared for the book make me wonder 
as to their appropriateness. Indeed, there 


appear.s to be a mismatch between the two 
at many places, so that one could query the 
purpose of the tables. To make my point 
clear I will use some examples from the 
taoles. 

Take Ihc table on village endogamy 
norms m south Asia. The categories of classi¬ 
fication used - allowed/acccpied, strongly 
disapproved and not allowed - do not cover 
the field of possibilities, which should include 
mildly disapproved and not approved but 
practised. The category ‘strongly 
di.sappruved’ clearly implies that the practice 
might still prevail, though Agarwal does not 
clarify this. For instance, Madan’s (1989) 
data on Kashmiri pandits is placed in the 
categoPj ‘strongly disapproved’.' But when 
wc look at the table on women’s ptvst-marital 
location and distance from natal home we 



t ind that 20 percent of pandit marriages have 
been within the village. 

Equally, one would have to distinguish 
between stiong disapproval and *a distinct 
preference (or marrtage outside'. I think the 
latter applies locentral India, Kashmir, Orissa 
and Bengal, where strict rules ol village 
endogamy do not obtain (sec L Oiibe, 
St)cu>lof>y <>j Kinship, Delhi, 1974 (it). This 
would explain Madan’s data. 

There is another contusion here Wc are 
told that in cast Bihar, according to 
Sachchidananda, village endogamy is 
‘strongly disapproved', but in the same 
region, according to Standing, it is ‘not 
allowed’. We know that Standing's (1987) 
work IS on the munda. Reference to the 
table on di vorcc and divorcee re-niarriage, 
where the same woik (1968) of 
Sachchiilanaiida has been utilised, shows 
that he has studied the munda among other 
tribes How is it that Sianding‘s munda 
in east Bihar do not allow that which 
Sachchidananda's munda, also in cast 
Bihar, only ‘strongly disappiove'. 

In fact It becomes necessary to point out 
here that whereas in some places region and 
community have been inenlioned in the 
tables, this practice is not coiisi.stently 
followed. Again, the unitsot study or sources 
that have been used in the tables are oticn 
not siiictly cenipaiabic. l-'or instance, in the 
table on close kill marriages (A8.2) data 
relating to seven families in the Mandya and 
Massan districts of Karnataka have been 
compared with data on whole villages and, 
tn one place, 11 districts. 

In this same table (on close kin marriages), 
the categories perniiltcd' and preterred’ 
raise certain problems In the south Indiati 
context, there does not seem to be a great 
gulf between prefcircd and pcrniilled cUvse 
kill marriage. I woiiilei it Agarwal chose to 
.search tor the actual mention ot the leim 
‘preferred’ in the mulcrials. For, the ligures 
she quotes on practice belie the response 
‘n i' (no intormation) under the category 
‘preferred'. 'Hie most glaiing instance is of 
the Muslims of Shamirpet |Dube DTS.SI, 
where nearly 48 percent of the marri.'iges 
arc among cousins. Against this figure, it 
seems remarkably innocent on the part of 
Agarwal to make a statement of the absence 
of intormation on preference. It may have 
been more realistic for her to collapse the 
categories 'preferred' and 'permitted'. 

There seems to be, in general, a mechanical 
treatment of data, direct reproduction without 
sutficicnt .scrutiny or .standardi.sation. For 
instance, I’m sure A garwal knows that among 
south Indian Hindus, apart from matrilincal 
groups, ‘uncle-niece' marriage would be 
'MB-ZD' marriage. Yet both usages occur 
in the same table at different places. Under 
the category ‘type ol relationship’. we have 
‘cross-cousin’, ‘first cross-cousin’. 


‘consanguineous kin’, ‘close kin’, 'kin', 
indeed, at one place, even ‘all kin’ (such as 
BZ marriage among the Pharaohs ot Egypt, 
perhaps'.'). 

Whether it is here or in the ca.scs where 
Agarwal states that there is ‘no information’. 
this indicates that she has not gone beyond 
the surface of the materials used tor the 
tables. In the latter case, there would he 
other .studies from which Agaiwal could 
havedrawn information tor the tables, but 
she dues not do this even though her text 
shows clear knowledge of them Given 
this, the tables so suffused with ‘n i‘ do 
not convey much. 

My concern springs from the fact that the 
author nowhere attempts to make their direct 
correlation with women's land rights clear. 
It would have been more useful (and the 
extent to which this could have been done 
remains to be fruitfully explored) li she had 
tried to correlate variables in tabular and 
quantitative form (e g, close km mariiagc 
or distance ot a married woman's home (lom 
her natal home and access to land) even it 
in fewer cases. 

To give another example. The dillereni 
responses of dillereni social groups to 
adultery (Table A8.?a). ol which Agarwal 
is aware in the text, cannot be subsumed 
under all-encompassing terms as ‘loleialcd' 
Ol ‘alUiwcd’. It seciiis that in many ciscs 
(Berreman 1970, Majiimd.ar 1954. Hershman 
1981 ] she may he referring to some kind of 
polyandious relationships, which cannot 
really be called adultery at all iinlc.ss the 
woman goes beyond the pcrmitlcd fialernal 
categories 

Going hack to liable A8..^b on divorce and 
divoicee remarnage On the b.isis ofCohn's 
(1961) well known and much ci(ed article 
on the family among the chamars, Agarwal 
states 111 the tattle that there is no infoi niation 
ol any kind on divoicc, either practice or 
pel mission. All the columns have ‘n i' 

1 ler text, however, shows that she is aware 
that customary divoicc and secondary 
.sexual unions are present among chamars. 
One wonders why she uses this particular 
essay of Cohn’s (which has a distinct 
focus) for her table. Other aulhois and 
other writings of Ccihn would have served 
the purpose. 

In the same context, on the basts of 
Lu.schin.sky (1962), it is stated that there is 
no inforniatior on the practice of divorce 
among low castes. But all the other columns 
clearly indicate the pre.sence of divorce. In 
particular, the last columns on divorcee 
remarriage show that it is allowed and 
common for both. Given this, clearly divorce 
itself must not be tincommoii. 

Take the case of Mathur’s (1964) data 
on non-brahman castes which allow and 
commonly pnaclise divorce. To simply 
put 'n i’ in the case of remarriage practice 


when It is stated that remarriage is allowed 
for both parties seems a little pointless. We 
do not expect actual tlgures, but at least 
Agarwal could have inferred the presence, 
if not the degree of commonality, ot 
remarriage here. In any case, according to >■ 
my understanding (and, perhaps, Agarwal’s), 
among non-brahman low castes very often 
ilivorce IS the result of contracting a 
secondary sexual union. Parenthetically, 
the gonds mentioned under Bailey’s 1957 
study are really konds. 

It is amazing, and m sharp contradiction 
to her text, that m ruble A8.3c Agarwal 
claims to ha venom formation on the practice 
of the levirate among the jats. Even in the 
tables on norms without reference to practise 
(e g, A8.3a) there arc lapses. For instance, 
Orenstcin’s (1965) village is multi-caste but 
dominated by Murathas, wliilcCantlic (1984) 
talks ot the Assamese. To pul their data 
exclusively undci the category ‘pre-niaiital 
sex toleiated’ seems to defy the reality The 
norms are likely todiflei fordifferenl groups 
111 each region. 

From the manner in which the tables have 
been constructed, it appears less that Agarwal 
sought inlorniation that she needed tor them 
where It could be had, than that she selected 
particular studies ol parliculai authors and 
restricted licrselt to wli.it they had (oi not) 
to say. Even it we concede tlnit Agarwal’s 
tocus dictated her choices, we are hard put 
to see the coi relations net ween hot liibles and 
that focus. 

In the process, she gives us the 
misleading iinpiession I rom the tables that 
the necessary inforination is unavailable 
in the anthropological literature, though 
her text is fairly iicli. Indeed, what troubles 
me more is that somehow the authors 
themselves are unfairly made to emerge 
as deficient, when, in truth, the question 
that needs to be posed is whether their 
studies really lend themselves to this kind 
of analysis. 

Note 

1 AM references by author and year are from 
Bina Agiurwal's book The reader should rcler 
to the work for details 
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Housing, Physical 
Environment and 
Health Status 

Choudhari Appa Rao 


This book is concerned with the status of the Flouse Environment (Micro 1-nvironmeiit) and iLs elToct 
on the health status of the stum dwellers of the fastest growing city in Asia, that is Visakhapatnani 
The health status is measured by the incidence of disease (for a period of two weeks preceding the 
date of investigation of the household) Tltc status of hou.se environment is measured in tenns of (a) 
type of house (pucca, semi-pucca and kutcha): (b) open space around the house; (c) possession ol 
separate latrine and (d) kitchen and (e) type of fuel used. Ilic relationship between the morbidity 


pattern and tfie indices of house environment has been empirically tested not only by each of the indicators but also by the composite index 
It was found that the status of the house environmental factors are the major detenninants ol'thc health status of the urban poor irrespective ol 
their economic status. This book is certainly useful to the Academicians, urban planners and policj makers. 

_ 116 pages ♦ Rs200 ♦ 1997 ♦ I.SB.N 81-76n0-0(l,S-l _ 


A District Level Time 
Series Study of Indian 
Agricultural Economy 

R. Dasgupta 


Indian agriculture although to a large extent has succeeded at aggregate level ha.s failed at disagregalc 
levcl There has been imbalance among regions, scarcity ol some crops, and uiulcrnulntion iiniong 
a section of people While planning, micio a.spects ha\ e been ignored tor the sake of macro resiills 
Ihis book, thercldre, attempts to study agiicultural production along with it.s growth and produeiivii}. 
availability of foodgruins; pattern of distribution and inequality of both total product ion and loodgiains 
proiiuclum. level and distribution of physical inputs like ir.iclor. pump.sets, irrigation and fertili/Li 


ii'd tinaiicial inputs like hranch network, deposit and credit; and interrelationship among different variables at disaggregate level in different 
time points to understand the factors mlliienemg banking activity, input level and agrieulltural perlormante 
_2.f« pages ♦ Rs350 ♦ 1997 ♦ ISBN 81-7600-011-6_ 


Economics of 
Pomegranate and Ber 
Fruits 


The present study includes the computation of the arsl ol cultivation, cost of marketing and the eosi 
of production of pomegranate and ber, looks into the existing market .structure lot markciiiig of these 
Ihuts and its impact on the process ol price dclermination. and find:-; oiii the eosl-pnee relationship in 
order to judge whether cultivation of these two fruit crops has been and will continue to be a profitable 
endeavour. 


A. (;. Pujari 


218 pages ♦Rs 360 ♦1997 ♦ISBN 81-7600-006-X 


Th'S book IS an attempt to examine India's relations with her neighbours in the post cold war era In a 
New World < )rder. international relations arc fast changing. Globalisation of world econoniv- calls loi 
the members of the global eommunitj to look for stronger economic lies with the fellow members So 
a political economy approach to conduct torcign relations is the need of the hour 1 he book is planned 
witlr this approach in mind. For the last 25 yeai s the countries ol the .south Asian region have succeeded 
III avoiding any armed confrontation leading to a war. It is not .saying that they have overcome all dilTercnccs between lliem, but they have 
esiead opted for negotiated settlement of their disputes. Beginning with a chapter on India and the New World Order this book has a chapter 
each on India's relations with all of her major and minor neighbours. For the last ten years how south Asian region has a regional association 
■ ailed SAARC. ITie last chapter of tlic bi>ok discusses SAARC of length and examines the prospects of SAARC towards greater cooperation 
III a new intcniational economic order the emphasis is new economic relations. I'hc book is hacked by sufficient economic data as the 45 tables 
F of the book suggest, with a view to assure the prospects of economic cooperation and trade relations between India and hci neighbours The 
.'.ii.hors feel that .i responsible foreign policy by India calls for a more integrated approach concerning India's scrurity 

192 pages ♦Rs 3.50 ^1997 ♦ISBN 81-7600-004-3 _ 

The present study reviews tlic performance of Rural Financing Institutions (RIT) in .South Korea. 
While doing so it focusses on the macro-economic environment within which the Rural Financial 
Institutions operate; the lending costs margins and financial viability of Rural I'liiancial liistiUitinns; 
and bring about the lessons that could be learned by the Rural Credit Insuiliilious/Governiiicnts/ 
Training institutions in India. 

186 pages ♦Rs 300 ♦1997 ♦ISBN 81-7600-010-8 

Rural development bureaucracy constitutes the core concern ol 'ndian Administration C'onsierabic 
literature is available on various aspects of Indian biia-aucracy. Tlic present book, however, offers a 
different but an important concern which is influencing the development process in the country. The book 
takes up two variables viz. work environment and job satisfaction for analysis of rural development 
bureaucracy in India. It is based on research conducted in two states, namely Andhra Pradesh and Uttar 
Pradesh, one representing south and llie otlier north, to provide a comparative bast. A number of factors have been identified for lack of achievement 
in the rural development sector. The book, however, identifies two fac*.ars tocxplain the lack ol adiicvemcnt in rural development. It has generally 
been established that lack of proper work environment and job satisfaction development process got adversely affected. Unmoliv.iicd workforce 
had been the key factor to explain the lack ol achievement in this sector. It is hoped that tlic book will lie useful for people engaged in rural 
development academically and otherwise. It should help the policy planners in case they arc keen on reforming tins sector. 

__ 165 pages ♦ Rs 275 ♦ 1997 ♦ ISBN 81-7600-01.3-2 _ 
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Caste Identity and Party Strategies 

Given that ethnic identity in the form of caste, and religion is not likely 
to disappear from national politics, the key question is whether ethnic 
mobilisation can be successfully separated from ethnic polarisation. 

The Vidhan Sabha elections of 1996 in UP present a case where 
political parties attempted precisely this separation. Unfortunately, the 
conditions that led to the moderation of political party behaviour 
in the elections may not prove lasting. 214 


Tax Reform and States 

The need for co-ordinated development of domestic trade taxes has 
shifted the focus to reform of the states’ sales tax systems. A 
consensus has emerged on the need to transform the prevailing sales 
taxes into a destination based consumption type value added tax. An 
attempt to set out the strategy and stages of reform, based on the 
experience gained so far. 223 

How Peasants Addpt to Drought 

Recurrent droughts bring about substantial socio-cultural changes in the 
village set-up. Erosion of traditional occupational relationships, sale of 
land and livestock and seasonal and permanent migration are among 
the graded responses to increase in the severity of drought. A study 
of the coping mechanisms of a village community in Anantapur 
district of Andhra Pradesh. 228 
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Telugu Press 

The story of Andhra Patrika, the 
newspaper of the nationalist 
movement in the Telugu-speaking 
region, which closed down in 1991 
and the growth of Eenadu, which is 
generally accepted to have transformed 
Telugu journalism, illustrate two 
insistent themes in the history of Indian 
languages newspapers: that newspapers 
and capitalism are inseparable and 
that newspapers must have local 
roots to survive. _ 192 

Pensions: Basic Issues 

Shaped by histoncal circumstances, 
nations have tried to build their own 
safety nets for the old. A look at the 
structure, strengths and weakne.sscs 
of different types of old age 
financi al secu r ity syst ems. 205 

Smoking Kattumaram 

Motorisatinn of ‘kaltumarams’ is 
taking place at a rapid pace along 
the Coromandel coi.st with the 
encouragement of the state. While 
the main inducements are increased 
earnings and a modicum of comfort 
for the crew, the technical change is 
also altering the balance of power at 
sea by enabling the traditional 
fishcrfolk to better protect their 
catch from trawlers. 198 


Women and Political Power 

If women manage to push the 81st 
amendment bill through parliament, 
current assumptions about 
hierarchies of ca.ste, class and 
gender will be seriously un.settlcd. 
The legislation will mean large-iicale 
reorganisation of constituency 
allocation in order to accommodate 
women. It will also create the 
possibility for a scheduled caste 
woman to represent not only men of 
her own caste, but upper caste 
men and women as well. 196 

Trade and Food Security 

The plan of action adopted by the 
World Pood Summit in Rome in 
November last year stressed trade as 
the key element in achieving world 
food security. The key assumptions 
of the plan were, however, challenged 
in Rome by the NGO Forum composing 
community reprcsentatiscs from 
various countries. 201 


Clinton’s Second Term 

It is all a question of the word and 
the world. American presidents give 
the word and the world has to follow. 
For the rest, Ginton’s second term 
will be much the same. What 
difference can there be between 
Gintondum and Gintondee? 191 



LEJTJtRS TO EDITOR 
Tyranny in These Times 

ONCR more the tyrants clamour for the 
blood of artists and once more we arc called 
upon to declare our faith in argument over 
punishment, in contention over violence. 
M F Husain and Salman Rushdie arc led to 
the courts by the minister of culture for 
whom art and debate arc to be subsumed by 
the exigencies of political alignments and 
the strung arm ol the state. As Faiz Ahmed 
Fai/. wrote in 1952 (‘I.auh-o-Qalam’), “hahn 
lalkhi-c-aiyam abhi aur barhegi, hahn ahl- 
e-siiam mashq-e-sitam kartc rahenge” (‘Yes, 
thc.se biller times will .sharply increase; Yes, 
the tyrants will not renounce their tyranny’). 
Or, perhaps we might say, the tyrants will 
nut renounce their tyranny until they arc 
forced to do .so. 

The accuser of Husain and Rushdie is 
Pramod Navalkar. member of the Shiv Sena 
(SS) and the minister of culture of 
Maharashtra. Navalkar also threatened 
Rushdie in 1995 over The Moor’s Lust Sif>li: 
the SS. he said then, "will not let the book 
exist. We can destroy the book all over 
India." Now, Navalkar directs the Mumbai 
police to register cases against Husain under 
Sections 295 and 15.) ol the Indian Penal 
Code. The former Section (295-A) is directed 
at acts perpetrated with the deliberate and 
malicious intent of outraging the religious 
feelings of a class of citi/cns. Did Husain 
work with the deliberate intention ofhurtmg 
the .sentiments of an unspecified ‘Hindu 
community'? Did Rushdie work with the 
malicious intention ut hurting Bal Thackeray 
(who IS spoofed in the 1995 book as the 
leader of the Mumbai Axis)? Is Navalkar 
serious about his charge or is thisjust another 
instance of the use of the courts as theatre 
by the theocratic fascists? 

To prove ‘intent’ is notoriously difficult, 
since the tests arc rigorous and specific. 
Leaving behind the legal framework fur 
‘intent’, we might try to isolate the political 
intention of Navalkar and the SS/BaJrang 
Dal behind their recent actions. On the issue 
of Rushdie. Thackeray and the SS 
championed Rushdie’s case over the Satanic 
Verses controversy (1989). They argued, 
then, that India is a free country. When 
Rushdie criticised Thackeray, the issue was 
.iltcrcd dramatically. On the issue of Husain, 
the problem cannot be over his paintings of 
Sara.-iwati. forthi- wasdoncoverlwodecades 
ago and. besides, nudes of divinity arc rather 
common m the broadly conceived Hindu 
tradition (the 1 Oth century temple sculptures 
at Khajuiaho olfer us sufficient examples). 
The issue over both Rushdie and Husain is 
the theocratic fascists’ attempts to cicatc a 
‘Hindu bloc' in opposition to Islam and 
Muslims. Thackeray championed Rushdie 
against the Khomeini lobby in order to show 
that Islam in i no is dogmatic and 


undemocratic; Thackeray's party went after 
Hasain after a Madhya Pradesh journal, 
Vicliar Miinamsa, with known RSS links, 
rai.scd the question in a markedly anti-Muslim 
tone. The intention of the SS/Bajrang Dal/ 
RSS is not to protect the sensibilities of an 
amorphous ‘Hindu community', but to 
organise and mobilise that disorganised 
segment in oppo.siiioti to Islam and to 
Muslims. Such are the politics oftho.se who 
arc considered by many NRIs to be worthy 
of rule in India. 

To return to Faiz, our brethren dis.solve 
themselves in a fashion of indifference! ‘tar/- 
c-iaghaful’); it is ourduiy to turn indifference 
into passion so that we refuse intolerance and 
tnakc a world in our diverse image. 

VUAY Prasiiai) 

Hartford, USA. 

Kashmir: The Other Side 

K HALAGOPAL’S article about Kashmir 
and human rights, self-determination, etc 
(November 2, 1996) was very well written 
and interesting. However, certain points have 
to be kept in mind before one goes all out 
to support the right of Kashmir to be 
independent. 

First, obviously there arc Kashmiris who 
welcomed the assembly election in 
Sepienibcr 1996 and who voted for recog¬ 
nised political parties who support the idea 
ofKashmirwiihiii India. Even if one believes 
the accounts of coercion in voting, it is evident 
that tins coercion was not universal. Nor was 
Kashtniri opposition to the election. The 
voter luriioul ol 5.) per cent is not bad. Al.so. 
Farooq Abduliah is not a puppet of New 
Delhi, except in the minds of the most rabid, 
right-wing fundamctilalists. 

Second, assuming that a majority ol 
Kashmiri Muslims are di.scnchantcd with 


India, what about the non-Muslims, including 
pandits, dogras, Sikhs, Ladakhis, athetsfs, 
agnostics and persons of nun-KashmfH 
backgiound (i e, plains Indians)? Are thc.se 
people, constituting nearly 40 per cent of the 
Kashmiri populace, to be thrown to the 
.separatists, and possibly to Pakistan? And 
doesn’t India have the right to question the 
discontent of the Kashmiri Muslims? After 
all, the Indian state has not banned the use 
of the Kashmiri language or the expression 
of the variant of Islam in Kashmir. Nor has 
the rest of India massively colonised Kashmir. 
The Indian government has merely said that 
you cannot separate. 

'Third, in the eagerness to let democracy 
take its course in Kashmir and hence face 
up to a possible merger of Kashmir with 
Pakistan, let us never, never forget that 
Pakistan itself was definitely not the product 
of a secular, inclusive, democratic process. 
On the contrary it was everything opposite: 
rabidly communal, anti-secular and antir- 
democratic. The majority of people in the 
Indian subcontinent did not vote for partition 
in 1947. 

Lastly, while rightly investigating the 
situation in Indian Kashmir with respect to 
secularism, human rights, development, 
autonomy, etc. what about that other Kashmir 
- ‘A/.ad’ or Pakistan-occupied Kashmir? 
What has been its record in terms of 
secularism, democracy, human rights, 
openness and tolerance? Going by reports 
m the Indian media and elsewhere, it is a 
hotbed of fundamentalism, jingoism and 
intolerance. At any rate, it surely cannot 
claim to be more seculai, open and dem(x;ratic 
than the Indian stale, including Indian 
Kashmir, lake Pakistan it.scll, it does not 
.seem to accept the concept of secular, com¬ 
posite nationhiHxl. > 

ClIA.NORli Krisiinan 

Toronto 
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Down the Slippery Slope 


F inance minister P Chidambaram has claimed that 
tlie Iasi 30 days have been “most produclivc" in terms 
of the number of reform-oriented decisions taken by the 
government. He made this claim in respon.se to a query at 
a press conference on January 30 about the prime minister’s 
failure to announce the promised package of measures to 
boost the capital market before his departure for the World 
Fx'onomic l-'orum meeting in Davos (after having already 
gone hack on the commitment twice earlier). According to 
Chidambaram, “we have taken more decisi^ms in the last 30 
days than in the hist 30 weeks or 30 months...Together, 1 
believe, thisconsiiiulesacomprehcnsivc and cohesive package 
of reforms ’. Ignoring the finance minister's boastful tone, 
it is a fact that the l-hiited Front government has liccn particularly 
active in pushing ahead with the so-called reforms in January. 
The hall'-heartetl protests ol the left parties notwithstanding, 
the three pro-retorin enthusiasts in the government, namely, 
Deve Gowda. Chidambaram and Murasoii Maran, have 
succeeded m pushing the economy signilicantly further along 
the path ot globalisation. Those constituents of the UF who 
feel uneasy about this course have evidently been daunted 
from pressing iheir opposition by the supposed threat from 
the Congress(I) that it might withdraw support to the 
government it the latter ilid not show sufficient dispatch in 
moving ahead with the reforms. 

Prominent among the measures announced by the 
govcriiiiKiu is the permis.siim given to foreign institutional 
investors (Fils) to invest in dated government securities. The 
decision, though within the framework of the guidelines on 
Fll investment in debt funds and subject to the annual cap 
on external commercial borrowings which has been raised 
iroin $5 bn to $7.9 bn for 1996-97, will have serious 
repercussions on domestic interest rales, the burden of public 
debt, exchange rate management and the stability of the 
country’s external position. F.arlicr in November last year, 
SEBI had allowed Flls registered as a separate category of 
debt lunds to invest in listed or to-bc-listed corporate securi¬ 
ties. Tile finance minister, it seems, is pursuing step by step 
the objective of introducing capital account convertibility 
which he had promised to achieve in two years, that is, by 
the end of 1997-98. Along with the permission to invest in 
dated government securities. Fils have been allowed to bring 
proprietary funds into the Indian .stock markets. Hitherto Fils 
were allowed to invest their clients’ funds, but now they can 
deploy their own funds, including profits and surpluses 
generated by them, in the capital market. Apparently this has 
been facilitated by SF.Bl relaxing two of the three eligibility 
criteria for Flls to gel into the Indian market. Hitherto F’lls 


had to be registered with a securities regulator anywhere in 
the world, have a two-year track record and have broad-based 
funds. With proprietary funds now allowed to be brought in, 
the way has lH;cn cleared for investment by pilot or seed funds 
yet to establish a track record and prior to obtaining broad- 
based funds. 

I'he finance ministry has also effected a major liberalisation 
of the external commercial borrowing (ECD) guidelines to- 
permit companies to raise loans abroad under the $3 mn 
scheme without the prior sanction of the government or the 
RBI. Under the ECB guidelines issued in June last yetu*. a 
new facility of external borrowings up to $3 mn was introduced 
for medium and small companies and to provide greater 
flexibility for small si/.ed borrowings. I'he loan proposals 
were to be approved by the RBI, which requirement has now 
been dispensed with. This scheme has apparently been very 
popular and in the current financial year up to the end of 
November 1996 a total of 324 loans for $608 mn had been 
approved by the RBI. In the same vein the RBI has effected 
a major lil>eralisation ot current account transactions by 
scrapping the ceiling on foreign exchange remittances for a 
variety of purposes such as maintenance and service charges 
for imported machinery and software, cost of advertisements 
in print media abroad, initial expenses of opening of overseas 
non-trading or representative offices by exporters, retainer 
fees payable to overseas agents and payment for post-parcel 
imports. At his press conference referred to above, 
Chidambaram also promi.sed a review of the Foreign Exchange 
Regulation Act (E’ER A) which will take note of the economic 
liberalisation, the changes in the foreign exchange regime and 
“the need for further liberalisation in the context of the 
demand for full convertibility of the rupee". 

On the foreign trade front, the cabinet committee on economic 
affairs (CCF.A) has cleared the phasing out by 2,001 of 
balance of payments restrictions on import of even consumer 
durables. This action was presented to the WTO committee 
on balance of payments restrictions last month. The developed 
countries have been putting pressure on India through the 
WTO which ha<l asked the Indian government in October 
199.5 to present a timetable for removal of quantitative 
restrictions on imports. The time schedule now agreed to by 
the government envisages shifting of consumer durables from 
the restricted category to the special import licence (SIL) 
category from April this year and thereafter putting them in 
phases under open general licence (OGL). In fact some 
consumer and electronic goods have already been put on the 
OGL and SIL lists from the beginning of the current financial 
year. I’he items put on 0 (jL include walkie-talkie sets, pagers. 
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cellular phones, CD Roms and telephone 
equipment. That the country's balance of 
payments position is still fragile needs no 
special emphasis. A steadily growing expoii 
base is yet to be established, while impi>rt.s 
of POL products are certain to continue to 
gallop. The sharp slowing down ol non-POL 
imports, which is responsible for the current 
comfortable foreign exchange reserves 
position, is the result of the recessionary 
conditions in industry. On the other hand, 
the rise in the proportion of commercial 
borrowings in the country’s debt profile is 
bound to enlarge the annual debt .servicing 
burden. The debt redemption commitment 
iscstimatedatSI 2.5 bn in 1995-96 and $ 14.5 
bn in 1996-97. 

At this stage of our development, the 
content and pace of external liberalisation 
has to be fine-tuned to enhancing the 
country’s competitive strength; otherwise 
the economy will find itself lurching from 
one external crisis to another. By this 
yardstick, permitting I'lls tobringin portfolio 
funds in the first place was likely to prove 
costly to the Indian economy as the Fils’ 
expectations of acceptable earnings on their 
investments in capital markets such as I ndia’s 
are conspicuously high. Corporate debt 
securities which were subsequently thrown 
open to the Fils to invest in provide assured 
yields of 16 per cent plus. While for the 
present only three dedicated debt lunds have 
been approved fora total investment of .$203 
mn (Rs 725 crore), ,SEBI is expecting many 
others to move in. Most questionable of all 
is the permission now granted to Fll.s to 
invest in dated government securities. The 
move makes little sense considering that 
direct sovereign borrowing abroad would 
have been far cheaper. Countries like China 
and Malaysia have preferred direct borrowing 
which has the additional advantage in that 
it can be for long maturity periods of, say. 
30 to 100 years. In the domestic market, on 
the other hand, the majority of government 
issues are for short periods of three to five 
years and the yield rates have been 13.5 per 
cent and more. If Reliance Industries could 
borrow through 30-year and 100-ycar bonds 
at 8.25 per cent and 10.25 per cent, 
respectively, and that ttxi with put options, 
the government should be able to raise 
sovereign debt on substantially more 
favourable terms. 

HEALTH 

For Women, but Not by 
Women 

THE new reproductive and child health 
package, being put in place currently to 
replace the family welfare programme, was 
prompted, it has been stated over and over 
again, by the need to address women's real 
needs, including contraception. It is, as the 
glossy introductory document brought out 


by the department of family welfare (titled 
'A Paradigm Shift’) tells us, the outcome of 
“a refreshing air of change blowing in our 
National Family Welfare Programme” which 
recognised that a more holistic approach was 
needed. Among the components of the 
approach is the development of a ‘gender 
sensitive’ service. Towards this end. the 
ptipulation pol icy draft document now before 
the cabinet has listed: “equality of status; 
respect for the views and independence of 
the other even in situations of inter¬ 
dependence; gentle courtesy in personal and 
social relations; extending maximum assis¬ 
tance to the other to achieve full potential; 
and abjuring posscssiveness” as the ‘panch- 
shcel for gender relations’. Effectualising 
these principles presumably is the objective 
of the new ‘client-centred demand-driven 
quality services programme’ in place since 
April 1996, a move away from the target- 
bused approach in family welfare. Programme 
documents and manuals at all levels are 
emphatic about making the programme 
woman-friendly. 

Given this, it is indeed ironic that the 
crucial role played by women health func¬ 
tionaries in this exercise of making the 
programme more woman-.sensitive has been 
entirely neglected. Take the numbers of 
women health functionaries, for instance. 
There is no published data on the number 
of women doctors in the country or even in 
government .service. But according to several 
reliable estimates based on output of medical 
colleges, the proportion is cet tain to be smal I. 
In most states very few women hold the 
position of, say, district health officers 
(DHO), an important post, especially in the 
new RCH programme with the introduction 
of decentralised planning. Not a single DHO 
in Maharashtra is a woman and ot about 
3,400 MOs hardly 25 are women. 

And yet the entire network of health 
functionaries below the level of medical 
officer is dominated by women. In other 
words, while the crucial, primary level health 
functionaries arc women, the decision¬ 
makers, medical and administrative, are 
almost always men. Making the top echelons 
of the health .services more womcn-pcopled 
may not automatically make the sc rvicc moic 
friendly or woman-sensitive, especially 
because gender factors do not cut across 
class factors. However, experience and some 
rc.scarch has shown that having a larger 
number of women at the upper levels of any 
.service does make for a better perception of 
womcn-related issues and problems. How 
effective can reproductive health services 
be, for men and women, if the imbalance is 
not corrected and there is not lictter repre¬ 
sentation of women in the upper layers, 
administrative and medical, of the health 
services? 

The new approach with its emphasis on 
decentralised planning, will on papertransfer 
greater deci.sion-making authority to women 


functionaries. Unfortunately, it also ends up 
putting extraordinary burdens on the health 
services’ workhorse, the auxiliary nurse 
midwife (ANM). The ANM was a category 
specially evolved to rdl the gap between th^ 
primary curative centre and the people,), 
especially for maternal and child health care 
and family planning services. It is often 
forgotten that, unlikethemalc health workers, 
the ANM is the lowest level professional 
cadre and is registered with the Nursing 
Council, capable of handling medical and 
administrative responsibilities and owing 
allegiance to a professional association with 
its norms and code of conduct, etc. as well 
as to the health bureaucracy. Unfortunately, 
over the years, little attention has been paid 
to define her role more effectively. This and 
a combination of other factors have made 
her one of the most exploited of workers in 
the health .services. 

The superficiality of thegendcr-.sen.sitivity 
of the new approach is brought home by the 
fact that the ANM in the new programme 
IS further burdened, with no enhancement of 
her authority or status or upgrading of her ^ 
.skills; nor is she, ostensibly in charge of the 
suheentre catering to a population of 3,(XK)- 
5,(K)0, provided any humanpower support. 
As was pointed out at a recent western 
regional meeting of health workers and 
NGOs, this lack of understanding for the 
ANM’s situation and failure to drastically 
revamp her role may well lead to a collapse 
of the RCH programme. Abandoning the 
target approach should not mean putting an 
excessive burden on health functionaries in 
the course of incorporating other qualitative 
indicators of performance. 

I'AX ON DIVIDKNIXS 

Spurious Case 

FOR our businessmen and industriali.sts 
evidently there are no ill winds. They are in 
clover when the stock markets are btuiming. 
But even when the markets are down, as they 
have been for quite a while, they capitalise 
on the opportunity to plead for fiscal bounties 
for themselves. A case in point is their 
discovery of the great inequity of double 
taxation allegedly involved in corporate 
dividend! being taxed and their iirgument 
that it was imperative for the government to 
remove this terrible injustice by exempting 
dividends from tax in the interests ot reviving 
thesl(x;k markets. What could be more worthy 
of the finance minister’s attention - a measure 
which is both just and good for the economy? 

Taking their cue, economists and tax 
experts, with few exceptions, have for the 
last many months kept up an incessant din 
from pubi ic platforms and in the media calling 
for an end to ‘double taxation’ of dividends. 
And now. this week, the coasultativc com¬ 
mittee of parliament attached to the finance 
ministry has added its influential voice to the 
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demand, or so the newspapers have sought 
to suggest. Actually, having regard to the 
composition of the consultative committee, 
it is inconceivable that all its members, even 
^;ill those who attended this week’s meeting, 
*were in agreement on this matter. But press 
reports have, quite deliberately of course, 
turned what was obviously the view of some 
members of the committee into that of the 
committee as a whole. The finance minister, 
who has already given the impression of 
being convinced of the need to do something 
about ‘double taxation’ of dividends, can 
now say, when he presents the 1997-98budget 
in four weeks' time, that this was also what 
the people’s representatives had wanted of 
him. 

While those who have been arguing for 
tax exemption of dividends lake the fact of 
‘double taxation’ as self-evident, actually it 
is the very basis of the limited company form 
of business organisation that companies arc 
separate legal entities, quite distinct from 
Iheir shareholders, with a taxable capacity 
of their own. If this were to be denied then 
the only way to avoid ‘double taxation’ would 
he to abolish corporate income tax altogether 
and fully integrate corporate earnings into 
the personal income of shareholders. This 
is an obviously absurd proposition and even 
the advocates of tax exemption of dividends 
do not care to pursue their argument to its 
logical conclusion. The fact is that lax on 
corporate income is a standard comixment 
of tax systems the world over. 

If the equity argument for tax exemption 
of dividends on the ground of so-called 
‘double taxation' is a bogus one, the case 
for such exemption based on economic 
efficiency is not particularly convincing 
either. 'The argument that taxation of 
dividends 

1 ^ puts a premium on debt as oppo.scd to 
' equity financing raises the larger question 
whether, in our quest for policies to step up 
corporate and industrial investment, we arc 
not taking an exaggerated and wholly 
unrealistic view of the role that the stock 
markets and equity financing can be expected 
to play. Certainly, the experience of not only 
Japan but a number of other developed 
countries suggc.sts that such indeed is the 
case. On the other hand, high rates of 
corporate saving are a conspicuous aspect 
of the high overall rates of saving achieved 
by the so-called newly industrialising 
countries, whereas tax exemption of divi¬ 
dends, by encouraging dividend distribu¬ 
tion, can be expected to have an adverse 
impact on the already relatively modest 
, corporate saving rates in India, apart from 
discriminating against new, expanding 
companies in relation to large and well 
established ones. 

Given the pre.sent climate of discussion on 
economic issues in the country, it is perhaps 
necessary to emphasise that the argument 
about tax exemption of dividends is not a 


theological one at all, between the proponents 
and opponents of economic refonns. What 
the advocates of such exemption, notwith¬ 
standing their present confidence that they 
have managed to get the finance minister’s 
ear, can be legitimately charged with is 
lobbying for a tax measure which is likely 
to have a profound impact on the tax system 
on spurious grounds and without any regard 
for its likely overall consequences for 
objectives central to the reforms, to wit, 
corporate and indu.strial investment and 
growth. 

NUCLEAR POWER 

Old Dreams 

POLITICAL leaders of all hues and colours 
have suffered from a collective blind spot 
about the nuclear industry - they do not wish 
to hear or to utter anything but paeans to the 
glory of nuclear power. If such simple-minded 
faith was excusable .‘iO-odd years ago when 
it all began, their current chorus is not only 
disconcerting but disturbing. The mini.stcrof 
state for planning and science and technology, 
Y K Alagh, wants nuclear power to be given 
a big thrust in the Ninth Plan, considering 
the environmental cost of setting up hydro 
and thermal power plants. Nuclear energy, 
theold argument goes, is a ‘clean’ technology. 
According to Alagh, “the record of our nuclear 
plants” had proved nuclear power to be safe 
and economically viable in the long run. 

At one level of course pronouncements 
about the bright future of nuclear power may 
be dismissed us .so much hot air. The 
department of atomic energy and the nuclear 
power corporation have proved themselves 
time and again to be so inept at financial and 
technical management that there is hardly 
any likelihood of nuclear power projections 
ever being fulfilled. Some years ago the 
government and the nuclear pundits had 
outlined grand plans of installing 20,(XX) 
MW of nuclear power generating capacity 
by the year 20(X) - at a time when even a 
minuscule 1,540 \fW, less than 0..1 per cent 
of the total commercial energy being 
generated, was yet to be achieved. With 
budgetary alicKations comprising a tenth of 
the projected requirement, the NPC attempted 
to raise funds through bonds and failed 
miserably. Further, several mismanaged sites 
and accidents added to the already huge cost 
overruns. In .sum, nothing came of the 
grandiose plans which have had to be scaled 
down. The Ninth Plan too will no doubt 
further develop these chimerical visions, 
allocating reportedly four times as much as 
the previous plan for nuclear power, which 
will prove to be insufficient with the result 
that additional capacity created will be a 
fraction of the projected figure. 

However, there are at least two good 
reasons why even so thc.se pronouncements 
must he taken seriously. First, the setting of 


these targets and the intense drive to achieve 
at least a part of the projected capacities 
make for a disregard for aspects of safety 
- as illustrated by the Kaiga accident, the 
leaks in Tarapur and so on. Second, the 
attempt to achieve these objectives will lead 
to a distortion of development priorities in 
the plan which, while it may not be as 
important as it once was, will still send out 
clear messages to all concerned. Just how 
hollow and impo.s.sible these assertions about 
the future of nuclear power arc is shown by 
the mini.stcr's nonchalance regarding the 
question of private investment in nuclear 
power - for it is well known that the 
probability of the private .sector tying up vast 
funds fur long periods in the hope of distant 
and uncertain profits is small. 

What IS equally disconcerting is that such 
expansion plans should be publicly 
announced and be mure or less universally 
accepted and applauded by the political 
leadership, cdmpictely disregarding the 
periodic revelations about the lack of safety 
consciousness, poor construction and 
inappropriate design of crucial features of 
the plants and their poor upkeep. As may be 
recalled, even the parliamentary committees 
reviewing the nuclear power programme 
appear to have been so convinced of the need 
f or expansion of nuclear generating capacity 
that the departmehl’s hollow defence on the 
question of cost overruns (the review did not 
surprisingly deal with the issue of safety) has 
been accepted without question. No other 
industry could have survived the consistent 
delays in every project and the enormous 
cost overruns. 

It is, however, the question of safety in 
the short and long run which needs to be most 
forcefully reintroduced into the debate on 
nuclear power. All over the world among the 
most important issues with regard to the 
economic viability of nuclear plants has been 
the cost of mothballing these plants at the 
end of their ‘life’, the cost and the high risks 
associated with the disposal of nuclear waste 
and the additional burden of .safety measures 
as increasingly plants become larger and the 
possibility of damage to populations around 
and the employees within rises. There is no 
evidence that even the first of these issues 
has been clearly reckoned with. Some studies 
hav<' suggested that it these considerations 
arc accounted for then nuclear energy would 
never be commercially viable. 

There is also the accumulating data on the 
long-term health risks for populations around 
nuclear facilities. Quite apart from the much 
discussed (and by the industry dismissed) 
cluster studies in Britain and Europe, a more 
recent report in the British Medical Journal 
suggests the probability of children around 
a French nuclear facility being many times 
more likely to develop leukaemia. The study 
points out, for perhaps the first time, that it 
is not so much the quantity of radiation as 
the pathways through which radiation reaches 



the body and affects particular target organs 
that is important. Tracki ng of these pathways 
is necessary because not only do different 
radioactive substances have different half 
lives, but they arc distributed thmughdi t ferent 
pathways in the environment and laiget 
particular organs in the body. As the French 
study points out, smaller tish close to the 
plant’s discharge pipes are more likely to 
carry radioactivity from the large in.soliible 
particles which settle at the mouth of outlet 
pipes and so consumers of smaller lish arc 
at greater risk from radioactive substances 
such as strontium 90 which concentrates in 
the bones. This cannot be dismissed as just 
one illustration and one study, for the asto¬ 
nishing dearth of literature on the subject 
has a lot to do with the secrecy which 
shrouds the operations of nuclear plants 
everywhere. 

Given all this it is a pity that the collective 
political consciousness in this country is still 
riding on the tattered dream of the 1950s 
which has been given up in most parts ol 
the world. A grave consequence of this has 
been the almost complete disinterest in 
inquiries into other forms of power gene¬ 
ration. It is a pity that the MPs who to u 
person applauded the ‘achievements' of well- 
iunded Indian nuclear scientists in designing 
a prototype fast breeder rcjictor have never 
spared a thought for funding non-con- 
vcntional energy studies more substantiaily 

STREET CHI1.DREN 

Easy Targets 

IF Brazil has earned notoriety for forming 
death squads to kill street childien to ‘clean 
up' urban neighbourhoods, India is not 
lagging far behind in a similar pursuit. A 
recent report by an i ntcrnational human rights 
organisation alleges to have found evidence 
that at least 15 children had died in police 
custody in India between 1990 and 1994 and 
one child had died in a remand home. Most 
of these children had been picked up from 
the streets by the police who suspected them 
of petty crimes. 

India can claim to have the largest 
population of street children in the world - 
yet another piece of evidence of India’s poor 
track record of providing housing lor its 
people. It is c.stimated that at least 18 million 
children live and work on the streets of urban 
India. Those among them who are old enough 
to earn, labour as porters at bus or railway 
terminals, as mechanics in strectside shops, 
as waiters in tea shops, as vendors of food, 
tea or handmade articles, as rag-pickers, 
collecting .saleable materials from gaibage 
dumps or as that ubiquitous pavement fixture 
inevery Indian city, the shoeshine boy. While 
some among them return to their families 
(inhabiting .some ‘jhuggics’ and ‘jhopries’ 
in the city where they .iperale) at the end of 
the day, most have been cither abandoned 


by their families or have only occasional 
contact with their parents and have nowhere 
else to live but the streets. 

It is these children for whom the streets 
nie their only home, who make easy targets 
lor the police and the underworld. While the 
police beat them up to extort their ‘hafta' 
- periodic bribes that allow the children to 
sleep on the pavements - the street mafiosi 
recruit the cleverest among them loi their 
piofession. Trained initially as minor pick¬ 
pockets, they gradually ri.se to the status of 
prolessional gangsters when they grow up. 

The report referred to above, compiled by 
the l),S-based Human Rights Watch, has 
confined itself to the issue of police abu.se 
and killing ol Indian .street children, to the 
exclusion of other problematic dimensions 
like the exploitation of these children by the 
criminal underworld, their plight in Ihc 
remand homes where they are taken, and the 
trauma whicli girl street children lace as 
victims of rape and sexual molcsl.ition. 
Human Rights Watch interviewed only 1(H) 
children in India lor its report. Gf them 60 
complained ot police abuse in Ihc lorni of 
detention, heating, extortion ami verbal abuse 
The prospect ol being sent to a remand home, 
the police station or jail, coupled with the 
threat of brutal trcalmeiii, created a level of 
fear and intimidation that lorccd the.se 
chiiilren to pay the police. 


Although the report docs not capture the 
plight of India’s street children in its totality, 

It is damaging enough and should provoke 
both the goverimicnt and Indian human rights 
groups to come to grips with a problem that 
appears to have got sidetracked by the debate V 
on the larger issue ot child labour. Child 
labour in the pre.sciit Indian context docs not 
merely involve economic exploitation in the 
organised and inlornial .sectors, but also leads 
to physical and mental torture in situations 
outside their work. Two recent newspaper 
reports indicate the wider dimension of the 
problem. In Delhi some time tigo a large 
number of children escaped Irom a remand 
home III protest against the inhuman living 
conilitions there, what with inadequate and 
bad food and ill treatment by the wardens. 

At around the same time, agroupot physically 
disabled Bengali children arrived at the Delhi 
airport from .Saudi Arabia, where they had 
led a miserable lile as beggars alter having 
been sold to touts by their poor parents in 
Murshidabad m West Bengal 
It IS thus obvious that any approach to the , 
problem must be iwo-pionged - a serious 
elloit to alleviate poverty which alone can 
put an end to child labour and the home¬ 
lessness 'll children at one level and a 
determined ailcmpi at another lo curb 
crimmalisation .imong the police and othei 
sections ol the uib.iii population 


Coixa^t 
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CURRENT STATISTICS EPW Research Foundation 


It th not so much Uie dccelenitton m the gix>wth 4)t industiiuS output in the cuirent fiscnl year so far that th so ctmspicumi^ as tftc dispniaie |Hclure ctf growth tn dilfereni .'•ecton 
of industiy. Apart from the extremely |XM>r performiiiicc of mininit and electricity, the cimsumer durables gmtip lius siiffered u shai^t fall in the annual pn>wih ute tioin 12 niul 
42 pel ceitt in die previous two half-year petiods to less than 10 |«et cent in the fiist hull 4>f l<)9<i-97 Decline in the growth ol consuinei electronics stands out Consumer nun- 
durables. on the other hand, have shown a neai 9 per cent giuwth in the latest hatf-yeai following a stgmficaiii acceleration in food pioduc(.s amJ cotton textiles 

Macroeconomic Indicators 


Weights Jan II._ Vanaiinn (PerCeiil): Poini-iu-Point _ 

Index Numbers of Wholesale 19 i )7 Over Over 12 Months Fiscal Year .So Far 1995-96 I994-9.S 1903-94 IW2-yi 

Prices (1981-82= I(K)) Month Latest Pievious 1996-97 I99S-96 


AH Coinmotlities 100.0 .119.8 0.3 7.6 4 9 6 8 4.2 5.0 10.4 10 8 7.0 

Primary Articles 32.3 337 8 0 8 11.7 2 6 9.7 3 6 5 4 12.7 11.5 3.0 

Food Articles 17.4 .389.3 0.7 18 1 2.4 12.9 5 0 9.8 11.9 4.4 5 4 

Non-Food Articles 10 1 3350 l.l 27 2.4 5.5 08 -19 15.5 249 -1.4 

Fuel. Power, Light and Lubricants 107 334.0 0.3 17.4 I I 13.2 -0.1 3 7 2.4 13 1 1.5.2 

Manufactured Products .57.0 .307.0 -0.1 3.6 6.9 3 9 5.3 5.0 10.7 9 9 7 9 

Food Products 10.1 3(X).6 -1.0 7.3 2 1 11.0 2 8 0 7 8.1 12 3 6.8 

Food Index (computed) 27.5 356.7 0.2 14.6 2.3 12.3 4.3 6.3 10.6 7.0 5 8 

All Commodities lAveragc Basis) 

(April 6-January II, 1997) 1000 312.9 - 5.6 90 60 8.5 78 109 83 10 1 


Jan II. 
1997 ‘ 

Over 

Month 

Variation (PerCent); 1 
Over 12 Months Fiscal Year So Far 
Latest Previous 1996-97 1995-96 

Point-lo-Point 
1995-96 1994-95 

1993-94 

1992-93 

3I9.H 

0.3 

7.6 

49 

68 

4.2 

5.0 

10.4 

uTT 

73)' 

337 8 

0 8 

11.7 

26 

9.7 

36 

5 4 

12.7 

11.5 

.3.0 

.389.3 

0.7 

18 1 

2.4 

12.9 

5 0 

9.8 

11.9 

4.4 

54 

335 0 

l.l 

27 

2.4 

5.5 

0 8 

-1 9 

15.5 

24 9 

-1.4 

334.0 

0.3 

17.4 

1 1 

13.2 

-0.1 

37 

2.4 

13 I 

1.5.2 

307.0 

-0.1 

3.6 

6.9 

3 9 

5.3 

5.0 

10.7 

99 

79 

3(8)6 

-1.0 

7.3 

2 1 

11.0 

28 

07 

8.1 

123 

6.8 

356.7 

0.2 

14.6 

2.3 

12.3 

4.3 

6.3 

10.6 

7.0 

5 8 

312,9 

- 

5.6 

9 0 

6 0 

8.5 

78 

10 9 

8 3 

10 1 


Latest _ Variation (Per Cent): Point-to-Pcin I_ 

CiKit of Living Indices Month Over Over 12 Months Fiscal Year ,So Far 1995-96 1994-95 199.3-94 1992-93 

Month 


Variation (Per Cent): Point-to-PcinI 


Latest Previous 1996-97 1995 96 


Industrial Workers 11982=1(8)) 

346'" 

0.6 

8 5 

10.4 

1 Urb.m Non-Man Emp (1984-85=1(8)) (for 1995-%) 

264" 

0.4 

10.0 

9.1 

L \gri Lab (198(.-87-l(8)) (Link factor 5.89) 

260'" 

0.4 

8.3 

II.6 



Money and Banking iKs croie)* 


Money Supply tM,) 
f^urrency witli Public 
l-'tcposils with Bunks 
Net Hank Cieilil to Oovi 
Hank Credit to Coniinl .Sector 
Net Foreign Exchange Assets 
Keserxe Money 
Nci RBI Civdil to Centre 
Ad hoc Treasury Bills (Jan 1()> 
Schcduleil Coiiiineieial Banks 
Deposits 
Adv,inccs 

Non-Food Advances 
Invest iiienis 

* B,ised on March 31 


663785 

128918 

529.3(.3 

286528 

.356398 

88S31 

188765 

124376 

31845 


Over Month 


5736(0.9) 
-l2I9(-0 9) 
646.3(1.2) 
1180(0.4) 
72.5.5(2 1) 
495(0 6) 
-1.35.3(-().7) 
77.3(- 0 6) 
-1055 


_ Variation _ 

_F iscal Year so far _ 

1996-97 199.5-96 1995-96 


199.3-94 

1992-93 

9.9 

6.1 

8 3 

6.8 

II 2 

0.6 


61949(10 3) 
107.57(9 I) 
49028(10.2) 
29118(11.3) 
15496(4.5) 
11374(14 7) 
- 5572(-2.9) 
5608(4.7) 
2400 


41225(7.8) 
14654(14 6) 
24083(5 6) 
2.597(811.7) 
31377(10 7) 
.373(0.5) 
6762(4 0) 
17091(17.3) 
8945 


1994-95 


79241(17 5) 
18698 (22 8) 
.59685(16.2) 
1632? (7 9) 
48059(19.6) 
25159 (47.8) 
30611(22 I) 
21.30(2 2) 
1750 


475.545 4759(1.0) 41726(9.6) 2080.3(5.4) 46961(12.1) 53629(16.1) 

2(>.5.526 6116(24) 11511(45) 29489(13.9) 424.55(20.1) 406.38(2.3.8) 

2.5(i824 6432(2.6) I26(X)(5.2) .30.341(15.2) 449.38(22.5) 37798 (23.4) 

187650 492(82.7) 22868(139) 12923(87) 15529(104) 14171 (105) 

rtgurcs, except for 1995-% (full year) and 1996-97 where the hanking data relate to March 29, 


1993-94 


73307 (19.3) 
14170 (20 9) 
.57925(18.7) 
28855(16.3) 
I7I6I (7 5) 
27674 (110.9) 
27892 (25.2) 
260(0 3) 
6300 

52144(186) 
11566(7 3) 
8875 (5.8) 
2X641 (26 9) 
1996 


Index Numbers of Industrial WeigliLs ,Scpl Fiscal Year So Far 
Production (1980 81 = UM)) 1996 1996-97 1995-96 


_ Fi.scal Year Averages 

1995-96 1994-95 1993-94 1992-93 


1991-92 


(Icncrul Index 
Mining and Qu.iir}iiig 
Maiiufuciiiriiig 
Hleciriciiy 


Capital Market 


KXUM) 2824 289 7(9 8) 26.3 8(12 1) 283.3(11.7) 253 7(9.4) 2,32(86.0) 2189(2.3) 2139(06) 2126(82) 

11.46 249.3 244.(80.5) 2428(11.2) 266 4(7 I) 248.8(7 5) 231..5(3 5) 22.3.7t0.6) 222 .5(0 6) 221.2(4 .5) 

77 11 278.1 288.5(12.5) 2.56.6( 12 .S) 277 ,1( 13.0) 2454(98) 223.5(6.1) 210.7(2 2)20f. 2(-() 8) 207.8(9.0) 

114.3 .344 5 .343.0(2 8) .3.3.3.6(11.0) .340.2(8.2) ,314.6(8.5) 290 (87 4) 269 9(5 0) 2.57 0(8 5 ) 236.8(7.8) 


BSE Sensitive Index (1978-79= 1(X)) 
B,SF,-I00 (1983-84=100) 

B,SE-200 (1989-90=1(8)) 

N,SE-.5() (Nov 3, 1995=1(88)) 

Skindia CiDK Index (Apr 15. 1994=1(8)) 


Jan 31. Month Yctir 1 996-97 .So Far 1995-96 

1997 Ago Ago Trough Peak Trough Peak 

3.382(15,3) 3291 29.32(19.0) 2745 4(8t9 2826 3.584 

1482(10.3) 1442 1343( 22.7) 1217 1843 1.304 1691 

329(10.4) 322 298(-25.7) 273 41.3 289 385 

928 940 - 788 1196 


_ End of Fi.scal Year _ 

1995 96 1994-95 1993-94 


3367(3.3) 3’6I(-13 7) 
1549(-.3 5) 1606(12 2) 


Foreign Trade 


November 

1996 


64.8(-5.6 ) 65.7 68.6(-I2.l) 

Fiscal Year So Far 
l9%-97 1995-96 


61.62 87.88 


345 t 6 3) 
na 

78 .5.3(0 7) 


368(- 18 2) 
na 
77 99 


3779(65.7) 
183(879 2) 
4.5(892.3) 
na 
na 


1995-96 1994-95 199.3-94 


Exports: Ks cnire 8866 

US $mn 2481 

Imports; Rs crt>rc 105.50 

US $ Din 2952 

Non-PDLUS$mn 2167 

Balance of Trade: Rs crorc -1684 
USSmn -471 


7.‘:544(16 4) 
21402(7 0) 
85.527(12.4) 
242.30 (3.3) 
18228 (-5.0) 
-9982 
-2828 


64907 v26.9) l(8>465 (28.8) 
19999(22.7) 31831(20.9) 

76106 (.34.7) 121647(35.2) 
23449 (.30.2) 36.370(26.9) 


19195 (.34 1) 
-1119*) 
-.3451 


28822 (26.8) 
-15182 
45.39 


82674 (18 5) 
26.331 (18 4) 
89971 (23.1) 
28654 (22 9) 
22727 (29 5) 
7297 
-2.324 


60751 (29 9) 
22238(20 0) 
7.3101 (15 3) 
2,33(8. (6 5) 
17552(11 2) 
-3350 
-1(838 


1992-93 1991-92 

.5.3688(21.9) 44042 (.3.5 3) 
18537 (3.8) 17866 (-15) 
63375(32.4) 47851 (10.8) 
21882(12.7) 19411 ( 19.4) 
1.5782 (12..3) 14047 (-22 2) 
-9686 -3809 

-3.345 -1545 



Jan 24. 

Jan 25. 

Mar 31. 



Variation Over 




Foreign Exchange Keserves 
(excluding gold) 

1997 

1996 

1996 

Month 

Ago 

Year 

Ago 

Fiscal Year So Far 1995-96 
1996-97 1995-96 

1994-95 

1993-94 

1992-9.3 

Rs crorc 

70810 

58738 

58726 

-628 

12072 

12084 -7290 -7302 

18402 

27430 

5385 

US $ mn 

19751 

16516 

17126 

-173 

3215 

2625 • 4300 -3690 

5640 

8724 

731 


/Allies: iT) Superscripl numeral denotes month to which figure relates, c g, superscript 10 stands for October (ii) Figures in brackets arc percentage 
variations over the period specified or over the comparable period of the previous year. na = not available 
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Industrial Production 

Index Numbers of Industrial 

Weight 




Half Yearly Variation 



Full Fiscal Year 1 

Production: Major Groups 

Apr 96 

Oct 95 

Apr 95 

Oct 94 

Apr 94 

Oct 93 

1995-96 

1994-95 

1993-94 

(1980-81=100) 


Sept 96 

Mar 96 

Sept 95 

Mar 95 

Sept 94 

Mar 94 




(jcneral Index 

100.00 

289.7 

302.7 

263.8 

272.1 

235.3 

248.4 

283.3 

253.7 

232.0 



(9.8) 

(11.2) 

(12.1) 

(2.5) 

(9.1) 

(7.8) 

(11.7) 

(9.4) 

(6.0) 

Mining and quarrying 

11 46 

244.0 

289.9 

242.8 

279.2 

218.4 

257.5 

266.4 

248.8 

231.5 


(0.5) 

(3.8) 

(11.2) 

(8.4) 

(6.3) 

(3.5) 

(7.1) 

(7.5) 

(3.5) 

Manufacturing 

77 1! 

288.6 

298.1 

256.8 

262.7 

228 1 

239.6 

277.3 

245.4 

223.5 


(12.4) 

(I.3..5) 

(12.6) 

(9.6) 

(10.0) 

(8 6) 

(1.3.0) 

(9.8) 

(6.1) 

Electricity 

11.43 

343.0 

347.0 

3.33.6 

328.5 

,300.7 

298.9 

340 3 

314.6 

290.0 


(2.8) 

(5.6) 

(10,9) 

(9 9) 

(7.0) 

(6.1) 

(8.2) 

(8.5) 

(7.4) 

Index Numbers of 

Industrial Production: 

Use-Based Classifleation 

Basic goods industnes 

39.42 

295.0 

.306.1 

279.0 

289.6 

248 5 

272 5 

292.5 

269.0 

2.54.9 


(5.7) 

;.5.7) 

(12.3) 

(6..3) 

(4.7) 

(10.5) 

(8.7) 

(5.5) 

(9.4) 

Capital goods industries 

16.43 

387.6 

423.4 

.327.9 

349.9 

287 7 

284.9 

375.7 

318.8 

255.4 


(18.2) 

(21.0) 

(14.0) 

(22 8) 

(27.4) 

(1 1) 

(17 8) 

(24 8) 

(-4.0) 

Intermediate goods industries 

20.51 

247.1 

242 7 

223.1 

214.8 

208.1 

209 0 

232 9 

211 4 

10 


(10.8) 

(13.0) 

(7.3) 

(2.8) 

(4.6) 

(I2..5) 

(10.2) 

(3,7) 

(11.7) 

Consumer goods industries 

23.65 

249 4 

265 2 

229 1 

238 7 

200 4 

217.3 

247.1 

219.6 

202.0 


(8.9) 

(II.1) 

(14.3) 

(9.8) 

(7.3) 

(5 0) 

(12..5) 

(8.7) 

(4.0) 

a Consumer durables 

2.55 

.549.0 

616.9 

.500.0 

435.2 

379.1 

399.2 

558.4 

407.2 

369.4 



(9,8) 

(41.8) 

(31.9) 

(9.0) 

(116) 

(18.9) 

(-37.1) 

(10 2) 

(16.1) 

b Consumer non-durables 

21.10 

213.2 

222.7 

196.3 

214.8 

178.8 

19.5.3 

209.5 

196.8 

181.7 



(8.6) 

(3.7) 

(9.8) 

(10.0) 

(6.3) 

(2.0) 

(6.5) 

(8.3) 

(1 3) 

Index Numbers of Industrial 











Producilon:GroupwLse 

Code No 











20-21 Food products 

5.33 

181.7 

261.7 

153.3 

243.8 

119.5 

20.3 9 

207 5 

181 7 

1600 


(I8..S) 

(7.3) 

(28.3) 

(19.6) 

(2.9) 

(-.3.1) 

(14,2) 

(1-3.6) 

(-8 7) 

22 Beverages.tobacco and 

1..57 

178.0 

164.5 

157.3 

127.9 

141.7 

145.0 

160.9 

1.34.8 

1.37.8 

tobacco products 


(13.2) 

(28,6) 

(11.0) 

(-11.8) 

(8 4) 

(25.5) 

(194) 

(-2 2) 

(21,2) 

23 Cotton textiles 

12.31 

172.3 

161 5 

1.57.7 

156.9 

154 8 

162.3 

1.59,6 

155 8 

160 5 



(9.3) 

(2.9) 

(1.9) 

(-3.3) 

(-2.4) 

(6.1) 

(2.4) 

(-2.9) 

(6 9) 

2S Jute, hemp and mesta 

2.00 

78.3 

968 

88.4 

102.0 

81.0 

105.0 

92.6 

91 5 

103.2 

textiles 


(-11.4) 

(-5.1) 

(9.1) 

(-2.9) 

(-20.1) 

(18.8) 

(1 2) 

(-10.3) 

(18.6) 

26 Other textiles (inci wearing 

0.82 

89.9 

93.1 

86.3 

78.9 

78.3 

80.1 

89 7 

78 6 

73 4 

apparel other than footwear) 


(4.2) 

(18 0) 

(10.2) 

(-1.5) 

(172) 

(9.1) 

(14 1) 

(7 1) 

(-3.2) 

27 Wood and wood products 

045 

245.7 

242.2 

237.6 

212.0 

199.0 

202.8 

2.39 9 

205.5 

199 .3 

furnitures and fixtures 


(3.4) 

(14.2) 

(19.4) 

(4.5) 

(1.6) 

(5 4) 

(16.7) 

(3 1) 

(4 6) 

28 Paper and paper products 

3 23 

320.3 

288.8 

284.0 

268.0 

248.2 

2.33.1 

286.4 

258.1 

224.8 

and printing and publising 
and allied industries 


(12.8) 

(7,8) 

(14.4) 

(15.0) 

(14.6) 

(10.0) 

(II.O) 

(14.8) 

(6.6) 

29 Leather and leather prod. 

0.49 

327.9 

226 4 

228 5 

208 2 

215.6 

202 4 

227 5 

211.0 

204.3 



(4.1) 

(8.7) 

(6.0) 

(2.9) 

(4.6) 

(1.6) 

(7.3) 

(3.7) 

(8.8) 

30 Rubber, plastic, petroleum 

4.00 

204.1 

198.5 

194.4 

182.6 

181.6 

178 7 

196,4 

IK2.I 

176.4 

and coal products 


(5.0) 

(8.7) 

(7.0) 

(2.2) 

(4.3) 

(1.1) 

(7.9) 

(3.2) 

(1.0) 

31 Chemicals and chemical 

12.51 

383.3 

.375.7 

346,2 

336.8 

31.5.8 

306.4 

.360.9 

326.3 

297 9 

products except products 
of petroleum and coal 


(10.7) 

(11.5) 

(9.6) 

(9.9) 

(9.1; 

(6.6) 

(10 6) 

(9 5) 

(7.6) 

32 Non-metallic mineral 

3.00 

271.4 

269.7 

2.58.9 

246.8 

225.1 

225.7 

264.3 

2.36.0 

218.5 

products 


(4.8) 

(9.3) 

(15.0) 

(9.3) 

(6.5) 

(6.7) 

(12 0) 

(8.0) 

(4.5) 

33 Basic metal and alloys 

. 9.80 

245.0 

232.2 

217.8 

232.9 

196.0 

245.9 

225.0 

214.5 

224.2 

products 


(I2..5) 

(-0.3) 

(111) 

(-5.3) 

(-3 2) 

(39.8) 

(4.9) 

(-4 3) 

(33.1) 

34 Metal products and parts 

2.29 

175.9 

185.5 

165.! 

154 9 

142.3. 

129.6 

175.3 

148.7 

126 5 

except machinery and 
transport equipment 


(6.5) 

(19..) 

(16.0) 

(19.5) 

(15.2) 

(5.5) 

(17.9) 

(17.5) 

(1-5) 

35 Machinery, machine tools 

6.24 

246.2 

270.0 

2.34.5 

231.2 

182.7 

201.1 

2.52.2 

206.9 

189.2 

and parts except electrical 
machinery 


(5.0) 

(16.8) 

(28.4) 

(15.0) 

(3.0) 

(6.9) 

(21.9) 

(9.4) 

(4.5) 

36 Electrical machinery 

5.78 

744.4 

845.3 

61.5.7 

659.2 

560.6 

520.3 

730 5 

609.9 

460.1 

apparatus, appliances and 
supplies and parts 


(20.9) 

(28.2) 

(9.8) 

(26.7) 

(40.2) 

(2.4) 

(19.8) 

(32.6) 

(-4.9) 

37 Transport equipment and 

6.39 

325.7 

322.8 

269.0 

259.4 

218.9 

237.9 

295.9 

239.2 

211.2 

parts 


(21.1) 

(24.4) 

(22.9) 

(9.0) 

(18.6) 

(9.9) 

(23.7) 

(13.3) 

(5.3) 

38 Other manui'actunng 

0.90 

265.0 

313.4 

285.2 

290.9 

248.3 

255.5 

299.3 

269.6 

267.0 

industries 


(-7.1) 

(7.7) 

(14.9) 

(13.9) 

(-10.8) 

(-12.1) 

(11.0) 

(1.0) 

(-.5.1) 
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GODFREY PHILLIPS 

Resumed Market Growth 

THE liquidity crunch in 1995-96claimed yet 
another victim with Godfrey Phillips, a 
K K Modi-controllcd company, seeing a 
sharp fall in its bottomlinein 1995-96 mainly 
due to steep rise in interest charges. Philip 
Morris, the $64 billion US-based giant of 
Marlboro fame has a 36 per cent stake in this 
company which markets its cigarettes under 
such popular brand names as Four Square, 
Red & White and Cavanders. 

Though net sales improved by 7.1 per cent 
and exports increased by 30.3 per cent, the 
company saw its operating profit collapse by 
23 7 per cent over the previous year with an 
even sharper rise in manufacturing expenses. 
This wius further compounded by a 166 per 
cent rise in interest charges. Consequently, 
even with a lower increase in depreciation 
charges (up 9.2 per cent) and a tall in tax 
provision over the previous year (down 22.2 
per cent), net profit plummeted by 31.7 per 
cent. With the fall in profit, earnings per 
share fell from Rs 28.3 to Rs 19.4. Despite 
this, the company raised the dividend from 
50 per cent lo 60 per cent. 

During the year, value of production 
increased by 8.4 per cent with the company 
manufacturing 8,277 million cigarettes and 
Its subsidiaries manufacturing another 4.055 
cigarettes. However, compared to 1994-95 
overall prixluction was lower by 2.5 percent. 
Though sale oi cigarettes in volume terms 
was also lower by 2 per cent over the previous 
year, sale value improved by 4 per cent over 
the same period. .Similarly, though sale of 
umnanufactuicd tobacco was lower by 1.7 
[ler cent, sale value was significantly higher 
by 31.2 per cent. 

While all the company’s major brands 
continued to fare well, some of the lesser 
known brands were under pressure due to 
cost increase and sharper competition. An 
cncouftging feature for the company was 
that after several years of stagnation, industry 
volumes started improving. Encouraged by 
this, the company launched a new premium 
filter cigarette called Originals with an im¬ 
proved charcoal filter. It also launched Red 
& White Super 60 mm long filter cigarettes. 

A major deterrent for cigarette companies 
over the years has been the ever rising excise 
doty every year. Further, now an additional 
luxury tax has been levied by some states, 
despite cigarette companies crying 
'hemselves hoarse, claiming that such taxes 
amount to multiple and prohibitive taxation 
which is discriminatory and growth 
restrictive. The excise-burdened companies 
point out that while cigamttes account for 


only 16 per cent of tobacco consumption in 
the country, they contribute as much as 90 
per cent of total excise duties collected by 
the government from the tobacco segment. 

Meanwhile, the company’s tea division 
fared well with a 44 per cent rise in sales 
to Rs 28.1 crore. The company’s tea brands 
showed a steady growth in the market with 
both high value tea as well as branded packet 
tea exports notching an increase of 49 per 
cent over the previous year. Most of the 
exports were to hard currency areas. With 
its branded tea, which was test marketed in 
Oman in the previous year, now enjoying a 
market share of close to 3 per cent in that 
market, the company plans to launch tea 
bags in Oman. It also plans to set up a tea 
blending and packaging unit as a joint venture 
operation in Kazakhstan in {he current year. 
Godfrey Phillips plans to concentrate on the 
CIS markets in the future as this is a high 
opportunity area for further enhancing its 
overseas business. 

The company’s .share price meanwhile 
quotes at Rs 152, discounting its 1995-96 
earnings per share by 7.9 times. 

JAGATJIT INDUSTRIES 

Liquor Is Quicker 

Jagatjit Industries, a company incorporated 
in 1944 and engaged in the manufacture of 
liquor and milk products, performed well in 
1995-96 with its bottomline rising by 31.1 
per cent over the previous year despite a 
mere 1.8 per cent rise in net sales over the 
same period. Lower operati ng costs and lower 
depreciation charges helped the company 
notch a significant increase in net profit 
despite a 19.6 per cent jump in interest 
charges. Operating profit was higher by 14.2 
per cent. 'TTic company’s earnings per share 
strengthened from'Rs 4.4 in 1994-95 to Rs 
5.8 in 1995-96 and, encouraged by this, it 
decided to raise the dividend from 25 per 
cent to 30 per cent. 

The company’s value of production im¬ 
proved by only 0.8 per cent during the year 
with a fall in prixluction of liquor from 26,341 
kilolitres (kl) to 23,816 kl (down 9.6 per 
cent). Sale of liquor al.so suffered with sale 
volume declining from 26,094 kl to 23,107 
kl representing a fall of 11.4 per cent over 
the previous year. Also, as the company’s 
diversification into the food industry through 
its ‘MilkfiKxi’ division incurred continuous 
losses, the company decided to close down 
this division. 

The company, successfully completed its 
Global Depository Receipts (GDR) issue in 
May 1996 by issuing 12,60,500 GDRs for 
$13 per GDR, each representing 20 under¬ 


lying equity shares. The company has al¬ 
ready registered 2,52,10,000 equity shares 
of Rs 10 each in the name of the depository, 
Bank of New York. Consequently, the 
company’s equity has more than doubled to 
Rs 49.4 crore. 

Jagatjit Industries has sold the marketing 
and distribution assets of its Milkfood brand 
to Brooke Bond Lipton India for a considera¬ 
tion ofRs 1 crore. Repoitedly,this has resulted 
in a Rs 36.3 lakh loss for Jagatjit Industries. 
However, the company attributes the loss to 
the standard depreciation value of the 
marketing and di.stribution assets and claims 
that the loss represents the asset value 
realisation on the day of finalising the 
accounts. The company received a compen¬ 
sation of Rs 5 crore fur selling its ‘Milkfood 
100 Per Cent Ice Cream’ trademark and 
another Rs 8 crore fur signing a non¬ 
competitive pact in ice creams for 10 years. 
The sale compensation package incorporated 
an income of Rs 1.07 crore to Milkfood for 
supplying ice cream on principal-to-principal 
basis at a cost plus agreed margin for the 
period April to June. It also included Rs 12 
lakh towards lease of ice cream equipment. 
Thecompany’sMilkfood business apparently 
started showing a downtrend after the dairy 
business was delicenscd in 1993, due to 
which it had to compete with scores of milk 
suppliers who had turned into dairy 
proces.sors. 

Meanwhile, the company's joint venture 
with the British liquor multinational. Allied 
Domcq Spirits and Wine (AD.S&W), has 
been terminated with the Indian partner 
reportedly refusing the latter’s demand for 
increasing its stake from the existing 50 per 
cent to a controlling 76 per cent. Formerly 
known as Hiram Walker Group, the British 
company is however not withdrawing its 
investments from the country following the 
termination of the joint venture. Reportedly, 
it has already filed an application with the 
food processing industries ministry for setting 
up a new joint venture agreement with a new 
partner, namely. Clan Morgan Distillers 
(Rejasthan). 

Jagatjit Industry’s share price, meanwhile, 
currently quotes at Rs 36 on the Bombay 
Stock Exchange, discounting its 1995-96 
earnings per share by 6.2 times. 

ATLAS CYCLES 

Focus on Premium Segment 

Once a company that ruled the cycle 
manufacturing industry, Atlas Cycle has 
today fallen on bad times with competitors 
Hero Cycles and T1 Cycles racing ahead in 
termsof market share. Despite the company’s 
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Income/appropriatlons 


1 Net sales 

327% 

2 Value of production 

32869 

3 Other Income 

973 

4 Total income 

33842 

S Raw matenals/siorus and 
spares consumed 

11299 

6 Other manufactunng expenses 

()609 

7 Remuneration to employees 

1815 

8 Chher expenses 

10129 

9 Operatinn profit 

.3990 

10 interest 

.564 

11 Gross profit 

3719 

12 Depreciation 

190 

13 Profit hefore tax 

3529 

14 Tax provision 

1516 

1,5 Profit after tax 

2013 

16 Dividends 

624 

17 Retained profit 

Lfabililicii/a.s.seLs 

1.389 

18 Paid-up capital 

1040 

19 Reserves and surplus 

7764 

20 Long -term loans 

180 

21 Short-term loitns 

4866 

22 Of which bank borrowings 

4741 

23 Cros.s fixed as.sels 

3925 

24 Accumulated depreciation 

1904 

25 Inventories 

7886 

26 Total assels/liabilities 
Miscellaneous items 

19450 

27 Excise duty 

45633 

28 Gross value added 

6511 

29 Total foreign exchange income 

2504 

.30 Total foreign exchange outgo 

1062 

Key finaneial and performance ratios 

31 Turnover ratio 

(sates to total a.sscts) t%) 

168.62 

32 .Sales to total net a.sseis {%) 

33 Gross value added to 

236.79 

gross fixed assets 1%) 

34 Return on investment 

16-5.89 

(gross profit to total a.sscisi (%) 

35 Gross profit to sales 

19.12 

(gross margin) (%) 

11.34 

36 Operating prufti to sales (%) 

12.17 

37 Profit before lax to sales (%) 

38 Tax provision to 

10.76 

profit before tax {%) 

39 Profit after tax to net worth 

42 96 

(return on equity) (%) 

22.86 

40 Dividend (%) 

60 00 

41 Earning pur share (Rs) 

19.36 

42 Book value per share (Rs) 

43 P/E ratio (based on latesi and 

82.38 

corresponding last year’s price) 

44 Debt-cquiiy ratio 

7.85 

(adjusted for revaluation) (%) 

45 Short-term bank borrowings 

2 10 

10 iiivenlorics (%) 

46 Sundry creditors to 

60 12 

sundry debtors (%) 

47 Total remuneration to employees 

273.60 

to gross vultic added 1%) 

48 Total remuncr.ilion to employees 

27.88 

to value of production (%) 

5..52 

49 Gross fixed assc s form.tlion (%) 
.50 Growth in mveniories (%) 

14.07 
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15.58 

8417 

104.38 

9752 

2989 

2741 

5231 

4046 

3542 

1218 

1193 

212 

1075 

899 

.575 

250 

5069 

3(K)6 

2732 

657 
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6.3 

2427 

684 

599 

267 

461 

1040 

2423 

2426 

274 

274 

6377 
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bid to shake off its lethargic image by ven¬ 
turing into the high-priced premium bikes 
segment, the company ’ s bottomline suffered 
in 1995-96. The culprits were high interest 
and depreciation charges which moved u|i^ 
by 130 percent and 35.5 percent, respectively,^ 
not to mention the sharp increase inoperating 
expenses. 

Though net sales increased by 13.5 per 
cent over the previous year, the company 
managed a mere 2.1 per cent rise in operating 
profl t due to i nereased production costs. Even 
a 91.2 per cent fall in tax provision could 
not salvage the company' s plunging bottom- 
line. The only silver lining inits performance 
was the significant increa.se in exports (up 
66.1 per cent). With the fall in profitability 
and in earnings per share from R$ 21.4 to 
Rs 13.4, the company prudently decided 
against increasing thedi vidend rate and main¬ 
tained it at last year’s level of 25 per cent 

Mean while, thccoinpany’s.second bicycle 
plant, .set up at .Sahibabad. continued to 
improve its performance by manufacturing ^ 
high quality products. The di vision's recently 
introduced ‘Tango’ range of bicycles gained 
ground in the Uttar Prade.sh market. The 
company's third bicycle unit at Malanpur. 
near Gwalior, has also commenced pro¬ 
duction. This is a modern state-of-thc-aii 
plant sprawling over 16 acres and has a fully 
automatic computer-controlled debrassing. 
pre-treatment and paint plant. Ovcihcad 
conveyors, running into kilometres, have 
been provided forimproved material haiulling 
and specially designed ramps have been 
provided for loading andunlouding of trucks 
The company produced a total ol 24,61,763 
bicycles against 23,64,038 bicycles produced 
in the previous year which represents tn 
increase of 4.1 per cent. 

The company’s tube mill too saw an) 
increase in pnxluciion Irom 17,309 tonnes 
ol'tubes last year to 18,644 tonnes in 1995-% 
showing an increase of 7.7 jier cent. A number 
of new si/es were added to the existing 
product range and a godnwn for the sale ol 
tubings was also opened in Delhi. The 
company plans to open another godown 
in Pune. 

During the year under review, thecompanv 
developed and successfully launched a lull 
suspension bike incorporating a unique real 
suspension. In its quest to create n niche for 
it.self in the premium segment, the company 
also developed a 26" wheel mountain bike 
and carried out modifications of the stceiing 
geometry of the existing All Terrain Bikes 
(ATBs) and Mountain Terrain Bikes 
(MTBs). The latter has reportedly resulted 
in lighter running of the bikes besides 
improved manoeuvrability. 

Meanwhile the company’s share price 
hovers around Rs 76 on the bour.se.s.' 
di.scounting its 1995-96 earnings per shaie 
by 5.7 times. 
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Clintondum and Clintondee 

GPD 


It is all a question of the word and the world. American presidents 
give the word and the world has to follow it. For the rest, Clinton’s 
second term will be much the same. What difference can there be 
between Clintondum and Clintondee? 


BILL CLINTON begins his second term 
today (January 20). There was going to be 
a ball in the White House. Newspapers 
reported that Hillary Clinton was going to 
wear a “clinging" dress for the occasion. All 
those who wanted to attend the ball had to 
shell out a few hundred dollars for the 
occasion, one reckons. One paper actually 
f reported how much money was involved, 
but we forget the figure. But then how docs 
It matter? .\ ball is a bill. Clinton is having 
quite a ball, i.sn’t he? h'rom Arkansas to eight 
years in Washington is no mean achievement. 
Having never been to that country, we cannot 
tell you the difference between Arkansas 
City and Washington, DC. Apart from the 
size there cannot be much difference, we 
presume. 11ic same department .stores, the 
same proportion of Japanese curs and the 
same Korean or Chinese made consumption 
items. Even the same boredom. One cannot 
even tell the difference between Arkansas 
City (Arkansas) and Arkansas City (Kansas) 
except perhaps that the latter has never 
given a president to the US. The rest is 
^ boredom. 

That is the singular feature of American 
presidencies. Either they arc bombing or 
threatening to bomb some part of Asia or 
talking pious platitudes on human rights and 
democracy in some other part of the world. 
There arc enough liberals around the globe 
to buy their platitudes, apart from the right¬ 
wingers that IS. There are no leftists these 
days. So that accounts for the whole world 
or practically so. There are people in the non- 
American world to get angry on their behalf 
on the CTBT or human rights ir. China or 
whatever. While the Germans and the French 
and, of course, the Americans preserve their 
national identities, the liberals here wax 
eloquent as to how nationalism is dead. So 
open the door, open the womb for “their’ 
capital. If the Chinese still let the .state play 
a role in it, call them names (and deal with 
them nevertheless). 

All this is so simple and straightforward. 
There are a few Arabs who don’t behave. 
Found bombs on them so that they do. Again 
a fairly simple and straightforward approach. 


Some kind of American ‘avatara’ of civil 
society. All this has become .so simple and 
ca.sy ever since the end of the evil empire 
that one wonders what the American president 
docs do after all. 

Probably nothing much. In one sense 
Reagan was the last American president. His 
was a cla.ssic case of rebirth. He could very 
well go into one of our epics except that 
nobody writes them any longer. Even our 
TV producers haven’t thought of producing 
a Washington Kandai}i)iielheAyodhyaKanda 
of the Ramayana or Yuddha Parva as in the 
Mahahharat) narrating the war on the evil 
empire. But there is little doubt that he was 
the last president who achieved something. 
I li.story through its repetitions either as farce 
nr as tragedy was becoming a nuisance. So 
he created conditions that history comes to 
an end. Francis Fukuyama declared the end 
of history. Derrida and company equally 
vehemently denied the grand narrative of 
history. History was first outlawed and then 
finished. 

And the boredom began. Successive US 
presidents have very little to do. What needs 
to be done is taken care of by the reasonably 
efficient bureaucracy and the leaders of 
corporate capitalism. The only decisions that 
the American president and his secretaries 
make arc the ones related to various Saddam 
Husseins around the’globe. The evil empire 
may have gone but evil has not. Or so the 
Americans think. Battle against the evil 
empire was so interesting. It gave us the spy 
novel. Battle against evil is tedious. The 
La'in American novel exists in spite of the 
battle, rather than because of it. The world 
has become dreary, tasteless fast food. 
Kentucky Fried Chicken might be news in 
Bangalore, it cannot be in Kentucky or 
Arkansas. So what do American presidents 
do? Nothing. 

For a while, they dealt in words. Sorry to 
be going back to All's Well That Ends Well. 
In that play Parolles (the name in its French 
sense means words) says at one place: “1 
shall lose my life for want of language”. That 
seems to be the principle which American 
presidents have followed. The first major 


word (or parolle) has been the doctrine. Every 
other president has had a doctrine. We .suspect 
it all started with Truman. Following him 
every president has claimed one doctrine or 
the other. This doctrine was usually a very 
ordinary principle elevated to the standing 
of adoctrine because the American president 
did not wish to lose his presidency for want 
of a parolle or a language or a word. 

Later this was thought to be inadequate. 
Reagan, for example, was a more ambitious 
man. A doctrine was not enough for him. 
He therefore decided to use a whole social 
science. American media gave us 
Reaganomics. Manmnhan Singh or better 
still Narasimha Rao could have invented 
Narasimhonomics. But media were not 
altogether kind to him. The only other non- 
American examples that wc can think ot are 
Thatcher who also likewise claimed 
economics and Marcos of the Philippines 
who .seemed to have founded n whole system 
called crony capitalism if The Economist of 
London is to be believed. So from words to 
language to discredited systems - all 
language-play aimed at survival. 

Not that the lapguage-play necessarily 
made any sense. Consider the Barry 
Goldwater and Lyndon Johnson election 
battle. Goldwater was theonc who hod argued 
forlarge-.scalc bombing of Vietnam. (Wcare 
talking of Ho Chi-Minh’s Vietnam.) And 
Lyndon Johnson was projected as the sober, 
liberal candidate. What happened later is 
well known. An American cartoonist sum¬ 
med it up well when a gentleman in his 
cartoon wanted to know if Barry Johnson or 
Lyndon Goldwater had won the presidential 
election. 

That also made it clear that finally even 
the electoral positions do not matter. It is all 
a question ot word and the world. American 
presidents give the word, (he rest of the 
world has to follow it. The most recent 
exampicol this has been a Paki.stani journal’s 
discovery that there is a Gujral doctnne. One 
can only hope that our foreign minister and 
his reliable bureaucrats in the South Block 
do not actually believe the Pakistani 
hyperbole. 

But that’s about all. Poor Clinton has not 
even found a word, let atone a doctrine or 
a social .science. One takes it that his second 
term will be one long boring search for a 
Clinton political science or a Clinton 
.sociology. Reagan has monopolised eco¬ 
nomics. Maybe he will start off a brand new 
science, clintonology or something. 

The rest would be much the same. What 
difference can there be between one term and 
the second? Indeed what difference is there 
between Clintondum and Clintondee? 
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INDIAN LANGUAGES NEWSPAPERS: 4 

Telugu: Ingredients of Growth 
and Failure 

Robin Jeffrey 

- * 

The story of Andhra Patrika, the newspaper of the nationalist 
movement in the Telugu-speaking region, which closed down in 1991, 
and the growth of Eenadu which is generally accepted to have 
transformed Telugu journalism illustrate two insistent themes in 
Indian languages newspaper history: that newspapers and capitalism 
are inseparable and newspapers must have local roots to survive. 
[Spreading acro.\s India after the end of the "emergency” in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per-thousand people ratio 
doubled - from 15 daily newspapers per 1,000 people to 32 
per 1,000. 

Regular reading of something called "news" both indicates and causes 
change. Expansion of competing newspapers clearly signals the 
vitality and growth of capitalism: newspapers have owners and 
owners must have advertisers. 

The changes of the past 20 years are obvious yet largely unstudied. The 
essays in this series on the pre.ss in the major Indian languages are 
part of a larger project to map, analyse and try to understand the 
transformation of the Indian languages newspaper industry.} 

TO clarify the ingredients that have made treasurer of the Andhra Pradesh Congress 
Indian languages newspapers flourish in the Committee, the chief organisational body of 
1980s and 1990s, let us kwk at a newspaper the national movement in the Telugu areas.*' 
that failed. The story of Andhra Patrika indeed, Andhra Patrika became, according 
illustrates two insistent themes: that news- to a British oflicial, "the most evil influence 
papers and capitalism are inseparable and in the Telugu country”.^ Dubbed “viswa 
that newspapers must have sensitive local dulha” (“donor to the world"),* Nageswara 
roots to survive. Raoputmoneyandeffortintohisnewspaper. 

Andhra Patrika. whieh clo.sed in 1991, He introduced good quality news photos 
was the grand old newspaperof the nationalist from 1928 and is said to have distributed 800 
movement in the Telugu-speaking region. It copies of the paper free to village libraries, 
helped to .shape both modem Telugu language in 1931, in the heat of the civil-disobedience 
and an identity that resulted in the creation movement against the British, Andhra 
of the state of Andhra Pradesh.' Thu Patrika's circulation reached 10,OCX).* 
newspaperitselfwanderedovcrthe territories At independence, it was the largest, best- 

in which the Telugu language was spoken, known Telugu daily. Its proprietors joined 
It was startol as a weekly in Bombay in 1908 forces with others like them from around 
by Kasinadhuni Nageswara Rao (d 1939), India when they joined the Audit Bureau of 
who prospered as a manufacturer of patent Circulations (ABC) fonned in 1948. The 
medicines, notably ‘Amrutanjan’,' a “balm ABC was intended to certify and guarantee 
for headache.s’'.' He moved the newspaper circulation figures and thereby reassure and 
to Madras in 1914, and “after a few years" encourage adverti.sers. Andhra Patrika was 

turned it into the first enduring daily in the 33rd member, not far behind major 

Telugu.* Gaining a reputation even among English-language dailies like the Hindu of 
the British as the “most efficiently managed” Madras (No 16) and ahead of the Statesman 

Telugu newspaper,' it backed the Gandhian of Calcutta (No 57)."’ 
nationalist movcmeiit from 1920, and The formation of the ABC illustrated the 
Nageswara Rao served as president and new conditions under which newspapers in 


India would operate in future. During the 
national movement, the rationale for running 
a newspaper, and its attractiveness to readers, 
were often the same: to oppose the British 
boldly. People like Nageswara Rao put their 
private wealth into such ventures, and many 
employees work^ more for love than pay. 
After 1947, however, all governments were 
Indian governments, and a newspaper’s foes, 
as well as its friends, were Indians, not 
foreigners. Newspaper ownership now 
needed other rewards - profit or power - as 
well as a sense of “serving the people”. To 
pay the bills and survive after 1947, nationalist 
newspapers had to conduct their affairs more 
like the long-established English-language 
newspapers which were already well- 
connected to the few sources of existing 
advertising. 

Andhra Patrika and papers like it enjoyed 
some advantages. They were the leaders in 
their language; they had a sympathetic 
following of readers who remembered the 
struggles of the national movement: and the 
nationalists they had supported before 1947 
were often MLAs, MPs and ministers after 
1947. They cou Id expect government support 
in the form of advertising, concessions and 
permits. 

The relationship between newspapers and 
governments was particularly important for 
Andhra Patrika. The newspaper had moved 
from Bombay to Madras in 1914 to get closer 
to large numbers of Telugus, and it had long 
championed the cause of a state for Telugu- 
speakers - an Andhra Pradesh. The state of 
Andhra, created in 19S3, represented the 
first step in the reorganisation of India's 
federal units on the basis of the language of 
their inhabitants. But Andhra from 1953-56 
excluded the Telugu-speaking areas of the 
old princely state of Hyderabad, and the 
capital of the new state was the decidedly 
provincial town of Kurnooi. Andhra Patrika 
remained in Madras, as did the centre of 
Telugu publishing, even though a Telugu 
state now existed where most Telugu readers 
lived. Nevertheless, in 1957, the circulation 
of Telugu publications from Madras (chiefly 
Madras eity) were estimated at 3,67,000; 
from all of Andhra Pradesh, the total was 
only 2,16,000." 

What this begins to .suggest is the close 
link between a state apparatus and the rise 
of acapitalist-driven pres.s. Only in the 1970s 
after Andhra Pradesh had existed for a 
generation did aTelugu-language press begin 
to expand dramatically. Other factors - 
technology and the 1975-77 ■emergency’, 
for example - also played a part, but the 
steady expansion of state acti vities in Telugu, 
especially in government and primary 
education, were vital ingredients. 




Andhra Patrika appears to have been ill- 
prepared for the changes of the 1970s. It 
published only from Madras city until about 
1969 when it started an edition from 
Vijayawada, the rich commercial centre at 
the mouth of the Krishna river. Even 10 years 
earlier, it had been passed in circulation by 
Andhra Prabha. started in I9.'I8 by Ram 
Nath Goenka’s Indian Express group and 
published from towns inside Andhra Pradesh 
from the l9S0s. Circulations were small. In 
I960, Andhra Prahha's was 53,000 for its 
two editions from Vijayawada and Chittoor. 
Andhra Patrika's sole edition from Madras 
sold 48,000copies. ’’ Ten years later, Andhra 
Prabha, then publishing from Vijayawada 
and Bangalore, reached 1,16,000; Andhra 
Patrika remained at 48,000.” 

Andhra Patrika's founder, Nageswara Rao, 
had been succeeded by his nephew and son- 
in-law, S Satnbhu Prasad (1911-72), a 
Congress politician and an editor.” After 
Sambhu Prasad’s deal h. his succcs.sor.s closed 
the Madras edition and began publishing 
from Vijayawada and later Hyderabad, the 
capital of Andhra Pradesh. Circulation 
declined, and when the brash new Telugu 
daily Eenadii made its first a|)pearancc in the 
Audit Bureau lists in 1976, Andhra Patrika 
was down to 41,000. Eenadn, which was to 
transform Telugu journalism, was audited at 
60.000.” Ten years later, Andhra Patrika 
had fallen to 24,000: Eenadn had risen to 
2,82,000 and was publishing from four 
centres.'" 

Andhra Patrika clo.sed in April 1991. The 
story of Its downfall ilocs not take long to 
tell. With circulation at less than 20.0(X). the 
descendants of Nageswara Rao and Sambhu 
Prasad Mopped paying thcirducs to the ABC 
in 1988 and sold an indebted newspaper in 
1989. A dispute then arose over whether the 
purchaser had .icquired full legal control of 
the company. Law suits and questions in the 
legislature followed, and employees were no 
longer paid.'’ Towards the end, "the news¬ 
paper could not be brought out on certain 
days for want of money to buy newsprint”.'* 
Yet as Andhra Patrika was collapsing, 
Eenadn reached 3,43.000 copies a day from 
SIX publication centres. 

What explains these two opposite tales 
and what do they tell us about the conditions 
that produce successful newspapers? 
Obviously, commercial acumen and 
organisation are central. But in their origins, 
Andhra Patrika and Eenadn were not so very 
different. Andhra Patrika was founded and 
sustained with money from a patent medicine; 
Eenadn's origins are popularly ascribed to 
chit funds (savings funds) and pickles. 
Newspapers need capital. Even at the height 
of a nationalist movement idealists alone are 
rarely enough to maintain a substantial 
newspaper. But there are plenty of uses for 
capital. Why put hard-e-.imed. easily kxst 


money into a newspaper? Because news¬ 
papers are thought to influence people: to 
make them exponents of social reform or 
followers of Mahatma Gandhi or, after 
independence, of particular political parties 
or goals, like the creation of an Andhra state 
or prohibition of alcohol. Newspapers also 
provide a vehicle for protecting one's own 
interests and menacing the interests of one's 
adversaries. Newspapers are risky but 
exhilarating business; but above all, they 
must be business. 

Ramoji Rao (b 1936), the founder of 
Eenadn, grew up as the only son in a 
prosperous kamma family in the rich Krishna 
district. Kammas arc one of two major caste- 
categories among Tclugus. Rivalries with 
the other category, Reddy s, were gi ven added 
edge during the 1940s and t9S()s by the 
presence of a vigorous Communist Party 
engaged in bitter conflict with the Congress 
Party and its governments. "I used to visualise 
my future in politics”, Ramoji Rao said; hut 
politics in their village were “very tense", 
there was “severe fighting”, and his worried 
parents looked for ways of getting him out 
of trouble and into a career.'" In the mid- 
1950s, they found him a job in Delhi with 
All- India Radio (AIR). During the lengthy 
delays in actually getting onto the AIR 
payroll, he drifted into advertising, to which 
he took “like a fish to water”, in his own 
words, he “became an addict” of Delhi's rich 
newspaper culture, unable to live without a 
clutch of morning newspapers. 

In 1962, apparently mixleratcly well off, 
he returned to Andhra Piadcsh and its new 
capital, the old princely city of Hyderabad 
where he established a “chit lund", a 
combination of a credit co-operative and a 
lottery. Margardarsi Chit Funds became the 
base for an array of other enterprises, 
including a pickle company, hotels and 
eventually f>nadM. His work frequently took 
him to the coastal town of Vishakapatam, 
a place peculiarly ill-suited to satisfy his 
addiction to newspapers. Though it had a 
population of 1,80,000, it published no 
newspapers at all. The freshest newspapers 
were early editions - the so-called ‘dak' or 
mail editions - of Telugu dailies published 


in Vijayawada, 300 kilometres away, which 
reached Vishakapatam nearly a day after 
they had gone to press. 

Vishakapatam’s geography attracted 
Ramoji Rao. It was already a centre of a 
prosperous rural economy, and it was 
developing as an industrial centre with a 
growing naval base. But it was ill-served by 
the enterprises that expanding capitalist 
states and their people require. He canvas¬ 
sed the possibilities of starting a news¬ 
paper there. 

By the mid-1960s, though the Telugu- 
speaking state of Andhra Pradesh had been 
in existence lor 10 years, outsiders described 
the condition of Telugu newspapers as ‘poor* 
and ‘undeveloped’.’" Andhra Patrika, 
circulation slipping, still published only from 
Madras: and the biggest Telugu daily was 
Guenka's Andhra Prabha, published from 
Vijayawada (circulation 1964: 74,000).” 
Ramoji Rao wanted to start a newspaper in 
Vishakapatam, and suggested the project to 
the owner of Andhra Jyoti (circulation 1964: 

17,000).” But Andhra Jyoti's owner “I aughed 
at my idea”, Ramoji Rao recalled. Stung by 
the ridicule, he started Eenadn from 
Vishakapatam in 1974, and within five years, 
Eenadn was the largest circulating Telugu 
daily (circulation 1979: 1,67,000) and 
publishing from Vijayawada and Hyderabad 
as well as Vishakapatam. 

Elements in Eenadu's success illustrate 
important features of Andhra society and of 
the newspaper industry as a whole. First, it 
may he too easy to overemphasise the role 
improved technology in the growth of Indian 
languages newspapers from the late 1970s. 
Eenadn started with handcomposing of type 
and was printed on an ancient flatbed rotary 
press bought secondhand from Kerala. But 
Eenadn had a plan: to report the .stories close 
to the lives of its potential readers. According 
to Ramoji Rao, Telugu dailies in 1974 was 
“taking their readers for a ride” on at least 
two counts. First, they were selling skimpy 
four-page papers, 60 per cent of which were 
advertisements, for 25 paise (a quarter of a 
rupee), only five paise or 20 per cent less 
than Hyderabad's hefty English-language 
Deccan Chronicle Second, news was 


Tabu: Population Chanok in Andhka Praulsii and Nfwspapi.r Chancl in Teldou, I%I-9I 



1961 

1971 

I9K1 

1991 

Population (millions) 

16 0 

43.5 

53 6 

66.5 

Literacy (per cent of total pop) 

21 

25 

30 

38 

Urbanisation (per cent) 

I7..S 

194 

23.3 

27 0 

No literate (millions) 

76 

10 9 

16 1 

24 9 

Telugu daily circulations (‘(XX)) 

l.‘<8 





(1962) 

2.37 

439 

6(>4 

Telugu dailies per '(XX) people in Andhra Pradesh 

4 

6 

8 

10 


Note' The literacy figures arc based on loial population numbers used in the Press oiul Ailvrrti.xers' 
Year Book for the relevanl years Telugu daily circulations arc those of the Registrar for 
Newspapers of India (RNI), no doubl on the optimistic .side ifroin a proprietor’s point of view) 
hut indicative. I do not have 1961 figures for Telugu circulations: 1962 was the year of ihe 
China-India war: circulations probably rose 



anything that came in on the wire or out of million to 25 million. Though not all were ncwspaperwa-sstarvedofcapital,managerial 

the mail from places faraway. “What was Telugu speakers, most were. Thus by the skills and a sense of purpose. The contrast 

[the] relevance for local people?” Ramoji 1990s. Telugu newspapers had a potential with Eenadu is stark. Founded almo.st as a 

Rao asked. audience 30 per cent greater than the challenge by a keen capitalist trained in 

Related to the question of UkuI interests population of Australia. advertising, Eenadu had imagination and 

was local honour. It was, according to Ramoji Population does not of course determine will-power lavished on it - and as much 
Rao, “an insult to the Telugu intellect” that whether people can afford the price of a capital as Ramoji Rao felt able to deploy at 

the leading Telugu daily. A/i<y/i»a PrrtWw, newspaper. But in the 19K0s, slender any given time. By the 1980s, his investment 

was a Goenka paper, owned by a man who improvements in living .standards, reducing in the newspaper obviously far surpassed 

did not know Telugu and regarded his those living below a miserable poverty line that of any rivals. The revolution in 

newspapers simply as investments. “Media to an estimated 30 per cent of India's total technology both made such investment 

ts not business”, according to Ramoji Rao; population.al.sooccurredinAndhraPradesh. necessary and led to spectacular outcomes 

“media is a profession”. Initially, Eenadu By one estimate, the number of households - eight publication centres and di.stinctive 

had to convince old-style rc.'idcrs that local with an annual income of more than Rs district inserts for every district in the state, 

news was “real" news, but It passed A«<//ira 36.(XK) grew from 3,09,000 in 1988 to At the same time, the |)ool of potential 

P/yiWki in circulation in the second half of l.9.35,0{X) in 1993, an increase of si v-fold, newspaper readers more than doubled 

1978.*’ or from 2 per cent of all households to 13 between 1971 and 1991, and political 

To carry the newspaper closer to readers per cent.-’* liven if these figures seem too conditions, like the end of Indira Gandhi’s 

and create new readers Ramoji Rao used high to be true, purchasing power un- ‘emergency’ in 1977 and the rise of the 

techniques from advertising and marketing, questionably increa.scd. Telugu-first Telugu Desam Party in 1983 (in 

Vishakapaluni offered few possibilities for In this environment, why did Andhra which Eenadu played an important part) 

advertising, so when they launched Eenadu Patrika fail? Why did Eenculu .so outstrip its provided events that incited new literates to 

there "[we] spoiled all the walls” by hiring competitors? Why didn’t Eenadu do even turn to newspapers The Crimean War had 

scores of wall painters to paint the new better? The first two questions are related similar effects on newspaper circulations in 

daily’s name all over the town. A year later and involve management and investment. 19th century Britain 

when they began publishing in Hyderabad, Andhra Patrika had ceased to be a major If one accepts the figures from the 1996 
they divided the city up into target areas, concern ofits owners by the 1960s. Founded economic survey cited above, only about one 

recruited delivery boys three months before in a tunc when a daily newspaper demon- in three of the 1.9 million better off 

publication began and gave the paper away strated philanthropy and nationalism, the households in Andhra Pradesh was buying 

free for a week. In each succeeding town - 
Tirupati (1982), Ananthapur (1991). 

Kariinnagar (1992), Rajahmundry (1992) - 
the Eenadu marketers looked for new ways 
to launch the newspaper. 

All the campaigns shared the aim ol 
reaching new readers - and advertisers - by 
producing a .newspaper that touched them 
and their interests. In 1989, Eenmiu began 
to produce tabloid district supplements that 
accompanied every copy of the broadsheet. 

Thus, for example, a copy ol Eenadu 
produced in the Karimnagar centre and 
intended for neighbouring Adilabad district 
consisted not only of the 10- or 12-pagc 
broadsheet common to the Karimnagar 
publication centre but an eight- or 12-page 
tabloid solely fur .and about Adilabad district. 

By the early 199()s, Eenadu in all its centres 
and for all its editions was producing more 
than 400 different pages each day In 1995, 
two rivals - Andhra Patrika and Udayanf' 

- had collapsed. Eenadu commanded close 
to 75 per cent of audited circulation of 
Telugu dailies.’” and more Telugu-speakers 
v/ere reading newspapers than ever before. 

In some ways, this should not be surprising. 

As well as the transformation in technology, 
which allowed the production of faster and 
more attractive newspapers, Andhra Pradesh 
experienced striking educational changes in 
the 1970s and 1980s. For a newspaper 
proprietor, one figure in the accompanying 
table is perhaps more important than any 
other; between 1971 and 1991, the number 
of people in Andhra Pi adesh who could read 
a newspaper more than doubled - from 11 
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a Telugu daily in the 1990s. And the ratio 
of dailies-per-thousand-people wa.s 10; 1,000 
(see Table), among the lowest in india.^* 

To be sure, there were increases in Telugu 
Circulations in the 1980s, but why weren't 
Eeitadu and Telugu dailies doing better? 
One searches the social and economic 
indicators for clues. Geography appears to 
be part of an explanation. Andhra Pradesh 
has one of India's poorest ratios of roads to 
area: 50 kms of road per 1(X) square kms, 
inferior even to Uttar fh-adesh (60:100).” 
Transporting newspapers iscumbersomc and 
slow. Eenadu prints from seven different 
centres to bring the paper closer to the reader, 
but even seven centres leaves large areas of 
the state uncovered. In economic terms, per 
capita income in Andhra Pradesh stands about 
halfway in the table of Indian states; overall, 
it is not notably prosperous.Perhaps most 
signillcant is the striking stati.stic that 41 per 
cent of Andhra's labour force in 1991 were 
utricultural labourers, the highest proportion 
■^iD India, exceeding even Bihar (37 per cent). ” 
Here perhaps we get closer to an answer to 
the question of the limited penetration of 
newspapers: poor communications, relatively 
low literacy, limited economic development 
and a very large proportion of the most 
disadvantaged of people - agricultural 
labourers. The pools of consumers that drive 
ihc expansion of Indian languages news¬ 
papers is yet to be demonslruled in Andhra 
Pradesh, even il the results of the 1996 Rao 
and Natarajan survey suggest that this is 
changing. 

If that change comes - if rural Andhra 
Pradesh increasingly produces people able 
buy things and if advertisers begin to 
perceive this change - it may lead to another 
^irge in Telugu newspaper circulations. But 
a key respect, the tastes of the newly 
literate and newly prosperous will be tested 
in an unprecedented environment: for many, 
literacy and television will arrive simulta¬ 
neously. Will millions of Tclugus simply skip 
an age of print? Will newspapers attract only 
elites while the masses take their information 
and entertainment from electronic media? 

In Telugu, however, television will 
penetrate slowly, in spite of the apparent 
success of the satellite-delivered Eenadu- 
TV (and Sun-TV in Tamil).’^ Television is 
an expensive medium, and if advertisers are 
sceptical about theextent of purchasing power 
in Andhra Pradesh, the investment needed 
lor successful television will be difTicult to 
attract.''^ Eenadu-TV can be seen as an attempt 
to defend Eenadu's heavy investment in 

( newspapers by heading off television 
challenges. It raises the prospect of Telugus 
becoming as dependent for their information 
hn Ramoji Rao as Australians are on Rupert 
Murdoch and Kerry Packer. 

Television in some circumstances may be 
[ goixi for newspapers. People who watch TV. 


especially in languages they do not under¬ 
stand, want details, clarification and pro¬ 
gramme schedules in their own language.'* 
When the highly popular Hindi serial of the 
Mahahharaia was shown on national 
television on Sunday mornings in 1989-90, 
Andhra Jyoti, the Telugu daily, bought the 
rights to translate the script, ran the translation 
in the Sunday edition and gained 30,000 in 
circulation." This underlines, however, the 
degree of commitment and 'attunedness' that 
successful newspapers have to exercise. The 
genteel days, when Andhra Patrika was in 
its prime, of small elites and nationalist goals 
have gone. 
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From Social Action to Political Action 
Women and the 81st Amendment 

Vasanth Kannabiran 
Kalpana Kannabiran 

If women manaf'e to push the Hist amendment hill through the 
parliament, it will topple all current assumptions about hierarchies of 
caste, class and gender. The legislation will mean large-scale 
reorganisation of constituency allocation in order to accommodate, 
women, and thus fewer .seats for men. It also creates pos.sibility for an 
SC woman to represent not only men of her own caste, hut upper 
caste men and women as well. 


THERE has been lonsiilcrablc icnsion in Ihc 
past few weeks over the KIst aincnilincnt 
Sources (close to the horse's mouth) had 
already revealed that the bill would cool its 
heels as there was a lot ol dismay within 
political parties (even those pushing the bill) 
about Its implications The National Alliance 
of Women spearheaded a campaign where 
women’s groups across the length and breadth 
of the country sent telegrams to leaders of 
parliamentary parties to issue a whip to paity 
members to vote in favour ol the bill. This 
was to prevent the bill not being passed for 
want of quorum in the event of honourable 
parliamentarians leaving at the critical 
moment to take a snoo/e or a smoke. 
However, the OBC lobby had by then Hexed 
its muscles with members declaring to the 
press that even if a whip was issued they 
would disobey it. 

The Universal Declaration of Human 
Rights states that everyone has the right to 
take part in the government tif his/her country. 
The United Natums Economic and Social 
Council endorsed a target of .^0 per cent 
women m all levels ot decision-making by 
1995. In spite of this, globally women 
constitute only 10 per cent of legislative 
bodies and less in parliamentary positions. 
We need to ask the question why’.’ "The 
power reladons that prevent women from 
leadingfnlfillinf; live.s operate at many levels 
of society from the most personal to the 
highly public. ’’This is no feminist manitesto 
but a diiect quote from the Platform for 
Action which is the document of the Fourth 
World Conference on Womcii held at Beijing 
last year. It further points out (hat equality 
in decision-making provides the levciage 
without which an integration ol ihc equality 
dimension in government policy is not 
led.sible 

Women’s participation in the political 
process is criMcal both to the .strengthening 
ot democratic traditions and to their struggle 
agamSl oppression Political .activism (both 
as part of opposi.ional movements and as 
part of state processes) for women, as lor 


other underprivileged groups, is integral to 
social transformation. Oppositional politics 
hyitsell will define clfectivciy the limitations 
and constraints of existing political proees- 
.ses, and in the process outline alternative 
democratic structures that will transtoim 
existing social relations. The next.step would 
of course be to give aconcrete shape, dirc*ctioii 
and legitimate democratic space for the 
traiislormations to be sustained to a point 
that they take root. And that is possible only 
through appropriating spaces in mainstream 
potitical arenas and reshaping them. The 
value of legislations like the XI st amendment 
therefore cannot be understated. This is no 
simple demand for justice or democracy hut 
a critical condition for women’s interests lo 
be taken into account. The word 'interests’ 
immedi.itely lakes us to (he many conHicting 
interests that come into play, some tti prove 
that ’women’s interests’ means the ‘creamy 
layeis’ others conjuiing up the bogey 
‘leminisi’ to finally finish off all doubts and 
unite the opposition to the bill. 

The Ramhhaii Mhalgi Prabodhini, an 
autonomous research and training institution 
headed by the BJ Pgeneral secretary, Pramod 
Mahajan, released a report of a .study on the 
possible impact ol Ihc KI st amendment. The 
study inferred aftcrinlerviewing roughly 350 
women councillois from adoitcn municipal 
corporations in Maharashtra that the notion 
of political participation should Ix' inculcated 
in women’s minds Irom the rank and tile 
upwards, and not through a top down effort 
like legislation. Further, the head of the 
research >''am, a woman teacher attached to 
the Centre lor Women’s Studies, .Shivaji 
University, fell that the entire struggle over 
the KIst amcndmcnl was one between the 
state and the ‘feminists’, in which the .state 
was gradually losing ground to the lemini.sts, 
thus creating (he condi’ions for a male 
backlash. Today, any move towards pro- 
women policic.s/lcgislations leads lo direct 
confrontations between women and agencies 
of stale Thcdividinglincbctween ‘feniinists’ 
and women gets increasingly blurred, so for 


political parties of every hue, party hege¬ 
monies can only be asserted and sustained 
by splintering struggles and forcing women 
to prove their loyalty to the ‘larger cause'. 
There is an assumption on the part of thos^ 
opposing the hill that what is in fact being 
done IS a bid to take over the political arena 
by non-daht women of (he majority com¬ 
munity. What IS lo.st in (his entire process 
IS the texture of (he ongoing debates on 
the KI st amendment at the grass roots 
level where issues of representation within 
the one-third are being discussed, dalit 
women being an integral part of that 
di.scussion. 

It would be interesting to look at the 
arguments of the anti-bill lobby. This lobby 
con.sists of politicians, overwhelmingly male, 
belonging to the Janata Dal, the Bahiijan 
.Samaj Party, the .Samajwadi Party.one faction 
of the Bharatiya Janata Party led by Uma 
Bharati, the Shctkari .Sanghatana women’s 
front, the Shelkari Mahila Aghadi. and 
independent intellectuals like Madhy 
Kishwar of the women’s inaga/inc.Afiiim.Wi/ 
Put in a nuishcll, the case for blocking the 
bill IS made (a) because there is no reserva¬ 
tion t’oi OBCs within the 30 per cent; (b) the 
OBC bases needed lobe consolidated through 
a show ol solidarity; (c) the biggest fear 
however is lhai the reseivalion policy once 
implemented will signal the march of the 
"hiwi brigaile" to use Kishwar’s words 

These arguments must he considered veiy 
carefully, because, a cuisoiy look does give 
the impression that these arc alter all valid 
points that nicrii serious consideration Let 
us first take up the question of reseivalion 
loi OBCs. Nobody who lirinly believes in 
afririnalive.iction wouldoppo.se reservations 
lor OBCs. Furthei, when women arc today 
asking for proportionate representation, fi! | 
deny it to backward classes would be a grir 
self-contradiction. 

The struggle torrc.servations forlheOBCs 
ingeneral is yet to make signilicani headway, 
unlike .SC/ST reservations which arc already i 
guaranteed by the Constitution and hence 
become o|X'iati vc within the women’;, quota 
as well. Right now, the urgency is to articulate 
ademand forOBC reservations in parliament, 
which will then automatically bccomi'l 
operative in the women’s quota. The test will 
be when, if OBC quota is granted, how easily 
it will include 33 per cent re.servation tor 
women within that quota. And that really's 
the key question that nobody against the 81 s 
amendment is even thinking about. Wh.ii 
Uma Bharati and Phoolan Devi, the laitcrj 
still loo young in politics, will soon rcaliv 
IS that they too, in their defence of the rights 
ol the OBCs, will very soon have to .shill| 
their ga/.e lo (liink of how women's intcrtsi\ 
can be contained in the arguments of thq 
OBC lobby which is far loo ovcrwhclmingly| 
and self-cenircdly male. 
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To say reservations are necessary, and all 
socially deprived and discriminated against 
groups in society must have proportionate 
representation constitutionally provided for 
is one thing, and it is an ongoing struggle 
fill' one amendment after another, some 
coming before others, but all agreed to in 
principle; but to refusi; the right of one section, 

.1 major one at that, to he represented, and 
to vote against a reservation prilicy that would 
make way for a more democratic polity 
overall would only imply that this time it is 
the excuse of lack of OBC reservations (which 
women arc not responsible tor), the next 
lime it will be the desire to keep the social 
fabric intact and prevent further divisions in 
society by introducing reservations for 
women. 

The .Shcikari Main In Agliadi in a sialc- 
inenf released to the press said that quota for 
women is being pushed by "women in the 
creamy layer consisting of professional 
politicians and activists in funded non- 
ciivernmcntal organisations”. Further, the 
■^>ldtemciit went on to say, “The actual 
experience with most states has contirmed 
the apprehension that re.scrvation of .seats for 
women has resulted in the womenfolk of 
the established leaders parading themselves 
as reprcsciitalivc of women with no 
improvement in pertbrmance and no re¬ 
duction in corruption." It is .signiticant that 
precisely at the point when women’s stniggles 
gain motiientuni and move in the direction 
of concrete political gains, whether it is the 
anti-liquor struggle or the movement in 
favour of the 81st amendment, intellectuals 
with known commitments to peoples’ 
struggles move in too quickly to discredit 
the stniggles, and to deny poor women of 
any agency in it. 

Ip The “biwi brigade” argument is all too 
/amiliar. Nepotism, corruption and the 
degeneration m Indian |x>litics is complete 
without women having any part in it. The 
anxiety that these will come to typify the 
new order if women enter politics is 
lidiculous to pul it mildly. It is a fact that 
with the 73rd and 74th amendments, some 
women have gut elected to various local 
bodies through the intluencc of their men 
and communities, and they lack the political 
will or decision-making powerto be effective 
in politics. Surely the .solution to 'his lies in 
increased and diverse representation and 
greater exposure, rather than in political 
decimation. 

Individual cases cannot be confused with 
matters of principle. In asking for reservations 
for women, women arc fighting for the 
principle of representation. It can be argued 
as Oail Omvedt and others in the Shetkari 
Mahila Aghadi have done that reservations 
► cannot solve the problem of gender injustice. 
This is a matter of opinion. It cannot form 
the basis of the denial of a right. At a time 


when it is increasingly evident that women 
have the key to the future in their hands (nor 
wombs) it will not be possible to achieve a 
transparent and accountable government 
unless they are empowered and their 
autonomy guaranteed. The crisis of 
legitimacy of must governments is indicative 
of this. And examples that spring to mind 
as counter-arguments - the Soma Gandhis, 
the Jayalalithas, the Lakshmi Parvathis - arc 
actually part of ihc “biwi brigade". Ilicy arc 
not the creation of an 81 si amcndincni, but 
of the political bankruptcy of Ihcir cadre 
To imply therefore that women who enter 
politics through icservalions can only he 
"biwis” IS to be both simplistic and short- 
.sighicd. 

It IS true that a large part of the lobby in 
parliament that is pu.shing for the 81 si 
amendment consi.stsol rightwing and centrist 
forces (including the established Lett) that 
arc unlikely to assume unqualified stands on 
the issue of reservations in general on a 
matter of principle. Nor for that matter arc 
these parties lull of men who believe 
unequiviK'ally in women’s rights. These arc 
parties which have clear histones ot 
undermining women’s issues. But why arc 
lhc.se parties pushing for if.’ Who arc Ihc 
individuals within these parties that arc 
bringing the pressure? .Sushma Swaraj (BJP). 
Mamata Banerji (Cong I), Margaret Alva 
(Cong I), Jayanti Natarajan (Cong I), Girija 
Vyas (Cong I), Gceia Mukhcrji (CPI), 
Bhargavi Thankappan (CPI)-all women 
from parties that have cun.sidcrable political 
clout; all women who have considerable 
political experience and clout and have 
independent identities in the mainstream 
political arena. It is of course significant that 
a minuscule nuinbcrof women in mainstream 
politics have in fact managed to wrest a voice 
for themselves that is loud enough to be 
heard through the din of male chaiivini.st 
cacophony. It would however be unwise to 
attribute the entire strength of the demand 
foi the 8 1 St amendment to the presence of 
these women. 

Wc need to recognise the historical context 
as well. At a dec|icr level, the reason why 
this negligible group is able to speak out so 
loud and clear is because masses of 
underprivileged women have a far more 
important political prc.scnce that overruns 
and refuses to be contained by the vote bank 
politics of mainstream parties. The mas.scs 
of underpn vileged women have actually been 
able to force accountability on women in 
politics, irrespective of political affiliation, 
far more effectively and in a shorter time 
span than their male counterparts. To give 
the entire credit for .he effort to secure 
political representation for women to these 
few women in mainstream politics alone or 
to women from funded NGOs is to be blind 
to the dynamics of the movement. 
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The Beijing Conference and women's 
movements mobilisation worldwide ai the 
successive conferences preceding Beijing 
(from the UNCED at Rio, the LINCPP at 
Cairo and the G N HRC at V lenna) have placed 
gender justice firmly on the agenda States' 
parties have made commitments to unsure 
women’s share in powei and decision¬ 
making. As part of the prepaaitory processes 
to Beijmg there has been intcn.se lobbying 
with women in political parties on gender 
issues cutting across party lines. At the same 
lime political mohili.sation at Ihc grass roots 
has made women realise their capaciiy lo 
make or break governments. And it is in 
recognition of this [xiwer that party after 
party in its election manifesto has promesed 
women their political dues This is no longer 
a wellaiist measure but a concession of a 
right that women have struggled for and 
demanded. To undermine that struggle and 
that strength in the interests ol short-term 
political gams or show of strength is rank 
opportunism. 

The crux of the matter is thal if women 
actually manage to push the legislation 
through what is at stake is (a) the political 
bases of male politicians across the board, 
and (b) the socio-political hegemonies in the 
existing social order. This legislation will 
mean a large-scale reorganisation of 
constituency allocation in order to 
accommodate women and lewer seats 
available for men to contest with no guarantee 
that they will be allowed to contest in 
constituencies they have ruled in fur years. 
The real fear therefore is, not .so much that 
men will rule through proxies but that they 
might not rule at all' On the other side there 
have been cases where women mayors have 
not been able to find male deputies, so it has 
been necessary for women to be appointed 
on all the lower rungs as well Clearly the 
problem is not one that mainstream politicians 
alone face, but one that is endemic to the 
larger society. And that is what is most 
disconcerting to the opponents ot the 81st 
amendment. It topples all current assump¬ 
tions about hierarchies of casic, class and 
gender. It creates the possibility for an 
SC woman to represent not only men of 
her own caste, but upper caste men and 
won'';n as well. And that is beyond the 
parameters of ci'inprehension of our parlia¬ 
mentarians. 

Women have demonstrated their 
political will time and again in this 
country. In Andhra, women forced state 
accountability on the liquor issue in no 
uncertain terms. The failure to pass the 
81st amendment will be lar more serious. 
It is no longer a mutual bargain between 
politicians of different hues. These 
politicians have to go back to the hustings 
sooner or later and that is where the scores 
will finally be settled. 
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Changing Balance of Power at Sea 
Motorisation of Artisanal Fishing Craft 

Maarten Bavinck 

Motorisation of 'kattumarams' is taking place at a rapid pace along 
the Coromandel coast in Tamil Nadu, with the encouragement of the 
state. While the main reasons for this are the increased earnings and 
the additional comfort for the crew, it is also enabling rural fisherfolk 
to protect their catch from trawlers which ply the inshore waters and 
has led to .several direct actions aimed at limiting trawler operations. 


THE character of fisheries along the 
Coromandel coast olTamil Nadu has changed 
dramatically over the past 30 years. Although 
the kattumaram is still the predominant craft 
along its beaches and technologies such as 
the beach seine continue to function, a 
technological revolution cannot be belied. 
Many new types of nets have been introduced, 
and traditional ones practically discarded. 
Thousands of small trawlers now operate 
from newly constructed fishing harbours, 
and fibreglass beach-landing craft are starting 
to make an impact. 

One of the more recent technical changes 
is the adoption by kattumaram fishermen of 
outboard engines. The widespread motori¬ 
sation of kattumarams has consequences 
for the lives of individual fishermen as well 
as for fishing society as a whole. Not only 
along the Coromandel coast but in all mari¬ 
time states of India artisanal fishermen have 
in recent years been induced to replace hand 
and sail power by mechanical propulsion. 
This process was facilitated by government 
programmes such as the scheme for 'Motori¬ 
sation of Traditional Fishing Craft in the 
Country’, sponsored by the mini.stry of agricul¬ 
ture of the government of India since 1986- 
87. Almost 13 per cent of all artisanal craft 
in the country have reportedly been fitted 
with inboard or outboard engines by 1993.' 

The first so-called mechanised boats (24 
footers) were introduced by the fisheries 
department of Tamil Nadu in 1958, but 
trawlers (30 and 32 feet in length) of FAO 
design appeared on the .scene only in the 
early 1960s. Adoption being encouraged 
through a generous loan-scheme and the 
creation of facilities such as harbours and 
ice factories, their numbers increased rapidly. 
From the mid-1970s on, the fisheries depart¬ 
ment started dissociating itself from boat¬ 
building and distribution, and the private 
sector emerged introducing new and bigger 
dc.signs. Unlike the first generation of boats, 
many of the trawlers which arc now being 
built in Madras are fit fishing trips lasting 
several days. 

Trawlers tended to be based in uiban centres 
with facilities and trade connections. Along 
the Coromandel coast, Chennai (Kasimedu), 
Cuddalore and Nagapattinam in particular 
developed into bustling fishing ports with an 


elite group of owner-fishermen. Because of 
the opening of international markets and the 
rocketing of the prices of luxury .sea-food, 
trawler fishing became an investment avenue 
for business interests as well as affluent 
professionals and politicians (J Kurien, ‘Entry 
of Big Business into Fishing: Its Impact as 
Fish Economy’, Economic and Political 
Weekly, 13(36): 1557-65, 1978). Within a 
short period of time, a strong interest group 
with economic and political connections and 
an aura of modernity was created.^ 

According to the officials who played a 
role in the introduction of trawlers, there was 
an implicit assumption within the fisheries 
department then that all fishermen would in 
duecour.se leavetheirartisanai craft and shift 
to boat fishing. Today, it is evident from the 
beaches that a massive transformation of this 
kind did not take place. The wishful thinking 
embarked upon by the officials led them to 
overlook the conflicts which soon .started 
occurring between trawlers and kattumaram 
fishermen. 

The conflicts between trawler crews and 
kattumaram fishermen grew in intensity in 
the 1960s and 1970s, peaking in the Madras 
riots of October 1977. These conflicts had 
a ba.sis in the profession - trawlers were 
cftecting the livelihood of kattumaram 
fishermen in no mean way. 

Theoperationsof trawlers potentially cau.se 
two kinds of harm to other gear users. (I) 
Trawler crews actively seek out fishing 
grounds using mobile fishing gear. 
Kattumaram fishermen on the other hand 
generally make use of passive (fixed or 
floating) gear types. If trawling is carried out 
in the same area as kattumaram fishing, there 
is a real risk of damage to the latter fishermen’s 
gear as well as to their lives. (2) Trawler 
crews and kattumaram fishermen exploit 
identical fishing grounds and target similar 
species, the most important of which is 
shrimp. If trawler operations are dense, their 
superior catching capacity naturally effect 
the catches of kattumaram fishermen. 

There are indications, at iea.st in theChennai 
region, that dense trawling operations 
particularly in the 1970s and 1980s had 
serious effects on the state of the resource 
in inshore waters and resulted in an overall 
decline of catches, including those of kattu¬ 


maram fishermen.-' Any person currently 
observing fishing operations will verify that 
whenever a school of shrimp congregate 
inshore, small trawlers - sometimes in large 
numbers - partake in the catching effort. Th^ 
reactions of kattumaram fishermen to th(i|i 
intrusion of trawlers in what used to be 
‘their’ waters is mixed. While almost unani¬ 
mously pointing out that declining catches 
are caused by trawler fishing, they arc 
reluctant - though not adverse - to take 
action. One reason for this is that fishermen 
in Tamil Nadu traditionally do not recognise 
exclusive property rights to the resource.* 
deliberately allowing fishermen from other 
areas to participate in fishing, provided they 
follow local rules. 

The major problem between the two groups 
of fishermen in the Chennai region therefore 
ensues from damages caused to gear. Con¬ 
flicts relating to fishing gear arc not a new 
phenomenon, as they also took and take plarx 
between kattumaram fishermen. There are, 
however, substantial differences with the 
conflicts which now started occurring. A^ 
quarrel between kattumaram fishermen over • 
damages is one between equals, in the sense 
that both parties are capable of being either 
culprit or victim. Moreover, disputes occur 
relatively infrequently as both parties use 
passive fishing gear and damage is usually 
slight. Moreover, the culprit can often be 
identified and the problem solved via hamlet 
councils. 

The situation is quite different when 
trawlers are involved. The parties are unequal: 
trawlers inflict harm but rarely incur it. In 
addition, gear conflicts are more prone to 
occur due to the inherent difference between 
trawler operations and kattumaram fishing; 
the resulting damage can be substantial. 
Finally, the culprit is often not apprehended 
as he hails from a distant harbour and has 
.sufficient motor power to outdistance any ’ 
sail or hand-powered pursuer. 

The advent of trawler fishing in the inshore 
waters of Tamil Nadu therefore brought about 
an imbalance between old and new groups 
of fishermen. Often breaking established 
codes of conduct with impunity, trawler crews 
regularly impeded the operations of kattu¬ 
maram fi shermen and cau.sed serious damage. 
The lattei .with few means of defence at their 
disposal, were forced to tolerate encroach¬ 
ments of a growing number of trawlers in the 
inshore waters adjacent their hamlets. The 
tension between the two groups culminated 
in sea and land battles of a serious nature 
along the entire coastline of Tamil Nadu. In 
northern Tamil Nadu, physical violence 
peaked in the 1970$ and 198(te. In the southern 
districts, however, conflicts between the two 
groups of fishermen continue up to today. 

Attempts at Conh.ict Resolution 

An overview of the manner in which the 
fisheries department of Tamil Nadu dealt 
with the conflict between trawler operators 
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and kattumaram fishermen over a period of 
30 years is hazardous. few broad strokes 
may. however, be ventured. It is clear, first 
of all, that the government had no intention 
whatsoever of backing down on its efforts 
to modernise the fisheries sector through the 
introduction of small trawlers. At the same 
time it had little to offer the remaining large 
group of kattumaram fi.shcrmen. 

Increasingly confronted with law-and- 
order problems, the fisheries department 
developed a three-pronged strategy. The first 
and most commonly practised approach was 
one of ‘wait and see': leaving the resolution 
of contlicts to the fishing communities 
themselves. The origin of this policy is 
complex, rooted partly in the tradition of the 
fishing communities concerned to solve 
problems through their own councils.' 
Recognising the authority of these councils 
within the fishing community, and fearing 
the proverbially violent nature of fishermen, 
officials on their part have preferred to refer 
matters to them 

The second manner in which the depart¬ 
ment. in collusion with other sections of 
government, attempted to tackle the conflicts 
between trawler operators and kattumaram 
fishermen was to institute peace committees 
consisting of rcpre.scntatives of the two 
sectors as well as neutral functionaries. 
Although the first DMK government made 
an effort to .set up permanent dispute 
institutions in the late 1960s, these sixm 
dissolved. Tlie general practice has been to 
establish peace committees only when need 
arose, i c, when the law-und-ordcr situation 
deteriorated to such an extent that a solution 
was politically expedient. Crisis management 
of this type, although useful for defusing 
emergency situations, naturally has little to 
do with resource management. 

The last approach - which was followed 
throughout India as well as in other countries 
of Asia - was to introduce geographical 
zones to separate the antagonists: kattumaram 
fishermen would work the sea up to a distance 
of three nautical miles from shore while 
trawlers would carry out operations only 
beyond this limit. Introduced first as a cltiuse 
in the hire-purchase agreement between the 
fisheries department and recipients of small 
trawlers (1971), and later in a government 
order (GO 991 of 1979). this regulation was 
enshrined in law in the Tamil Nadu marine 
fisheries regulation act (1983). Due to a lack 
of political will as well as severe difficulties 
in implementation, this rule has basically 
remained unenforced. As a result, at least 
along the Coromandel coast, the government 
docs not subject fishing to .serious regulatory 
efforts. 

Fishermen along the Coromandel coast 
have a tradition of settling problems via 
hamlet councils. In a special historical 
development, trawler-owners of harbour 
towns such as Madras have set up organi¬ 
sations which take on many of the functions 


traditionally associated with such councils. 
They address the problems which arise 
between their members, but also hold sessions 
to solve disputes dealing with damage 
indicted on kattumaram fishermen. Hamlet 
councils treat these trawler-owner as.socta- 
tions as one of their own and expect them 
to try cases and arrange compensation for 
harm caused. 

Although the owner associations arc of 
early date, their dispute settlement .'icliviiics 
received an impetus through the riots of the 
1970s, when owners realised that conflicts 
could be contained only if they also made 
real efforts to redrc.ss damages. Trial sessions 
resemble the proceedings of official court in 
a number of ways: there is ajury consisting 
ot senior members of the association, both 
parlies are alternately heard and cross- 
examined. evidence (the damaged gear) is 
assessed, a binding verdict is declared and 
the proceedings arc noted in a special 
notebook. 

Kattumaram fishermen claiming damages 
must bring a letter from their own council 
describing the incident as well as the culprit 
trawler, preferably including its regestration 
number. If these conditions arc fultilled, the 
owner of the boat is tracked down and the 
case is heard. Assessing the two accounts 
and the material evidence, the jury arrives 
at a verdict in which compensation may he 
awarded to the victims on the basis of the 
value of the damages suffered. 

This is a formal description of the charac¬ 
teristics of the settlement priKcss. To a.s.scss 
Its value, however, factual procedures must 
also be considered. Other aspects then 
emerge. For one thing, kattumaram fishermen 
are often not able to describe the culprit 
trawler sufficiently in the eyes of the trawler 
owner jury. If a registration number is not 
produced, compensation becomes more 
unlikely. Secondly, the kattumaram fisher¬ 
men - who, it must be remembered, travel 
to the harbour town from their villages, far 
away - are often made to return again and 
again before a case is finalised. Even after 
verdict is pronounced, a fisherman may need 
to come back several limes to obtain his 
money. Finally, the compensation amounts 
are generally considered meagre in com¬ 
parison to the damages .suffered. 

The fundamental weakness of the owner 
associations in trying gear damage cases is, 
of course, that they are made up of repre¬ 
sentatives of the trawler group alone. Kattu¬ 
maram fishermen feci, not without reason, 
that the jury’s innate tendency will be to 
favour members of the own group. Although 
aimed for dispute settlement, the initiatives 
of the trawler owner associations arc too 
biased to form satisfactory solutions. 

Motorisation of Kattumarams 

Kattumaram fishermen enjoyed few 
technological innovations in the period 
before the mid- 1980s when the trammel net 


made its apirearance along the Coromandel 
coast, boosting catches. A second impetus 
came from the government of India schenar 
to promote the motorisation of artisanal 
fishing craft starting in the Seventh Five- 
Year Plan (1986-87). From 1992 onwards, 
motorisation started picking up along the 
Coromandel coast. 

In our sample survey (1995-96) of 18 
fishing villages along the Coromandel coast, 
motorisation rates of kattumarams vary from 
3 per cent to l(X) per cent." It is clear that 
the boom is on - in a village we monitored 
more closely, the number of outboard engines 
doubled within one year from 10 (12 per cent 
of total number of kattumarams) to 23 (28 
per cent), and fishermen all expect thisgrowih 
rate to continue. 

As perceived by fishermen today, the 
advantages of mounting engines on k,'Ulu- 
inarams arc manifold. They decrease the 
dependency on winds and currents and allow 
fishermen to chouse fishing grounds on the 
basis ofthc availability of catches Likewise, 
travel times can now be predicted, and the 
physical effort fishermen have to invest in 
moving from one point to another is 
reduced almo.st to zero. For safeguarding 
fishermen’s lives, outboard engines are of 
enormous value - if a storm comes up they 
can easily return to shore Finally, and 
most importantly, outboard engines con¬ 
tribute to a significant incrcu.se in fisher¬ 
men’s income. 

Investment costs arc naturally higher as 
well. The initial expenditure to acquire an 
engine’ as well as having a large kattumaram 
built* is presently around Rs 42,000 ~ this 
does not include the costs ot the additional 
nets almost every crew has to purcha.se to 
make operations profiiabic. A rough estimate 
of the total amount of money invested in a 
motorised kallumaram is Rs one lakh - a 
multiple of investments needed lor non- 
motorised kattumaram fishing In view of 
the large sums of money involved, it is not 
surprising that tishermen otien team up with 
others to puR'hasc the craft and gear. 

The motorisation of kattumarams has 
another benefit as well, namely, improving 
the position of rural fishermen vis-a-vis 
trawler operators. An incident in a fishing 
village in Chingicput district is given below 
as a Ctisc study. 

One early morning in August 1995, a 
motorised kattumaram crew from a village 
in Chingleput district threw out their nets at 
18 fathoms depth, well within the zone of 
three nautical miles reserved for them. A 
small trawler from Madras appioachcd and 
was hailed, but to no effect: its heavy cables 
and otter boards ripped through the nets of 
the kattumaram fishermen, destroying - 
according to their own estimate - some 15 
kg of gear with a shop value of Rs 5.0(K). 
The trawler crew did not pau.se but moved 
quickly away. Luckily, the kattumaram 
fishermen were able to note sufficient 
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characteristics of (he boat (although not its 
number) to make it identifiable. 

Equipped with a letter from one of the 
village notables, a few of the kattumarum 
fishermen made their way to (he trawler- 
owner as.sociation in Madras and registered 
their complaint. Eventually, the owners' of 
the trawler was found and (he case was 
di.scus.sed. Much to the disappointment of 
the kattumaram fishermen, however, who 
had to travel to and fro to Madras five times 
before eventually being paid, they leccivcd 
only R$ 700 as compensation - a traction 
of the cost of the damaged gear. One of the 
fishermen complained; “This was not a fair 
decision. Next time we will make the 
chairman of the trawler-owners' association 
come to our village. Only then will we be 
assured of a proper compensation.” 

A month after the first incident took place, 
a group of motorised kattumarams from the 
same village had gone for fishing at 22 
fathoms depth. A trawler trom Madras 
approached and dc.stroyed nets belonging to 
two fishing crews. The latter quickly untied 
the net ropes and gave chase, accompanied 
by others in the group. Two kattumarams 
were used to block the trawler while the crew 
members of (he other kattumarams jumped 
on board, beat up the crew ("because of their 
carelessness") and moved the boat to shore. 
The boat owner was notified. When he ar¬ 
rived later that morning a meeting was called 
and the matter discussed. Before releasing 
the boat, the owner paid Rs 5,0(X) as com¬ 
pensation for the nets which had been 
damaged. Everyone in the village later agreed 
that (his was a reasonable reimbursement tor 
the harm cau.scd. They also declared that (he 
decision to take la w into their own hands was 
inspired by disappointment about how the 
previous ca.se had been handled by the 
trawler-owners association. 

Before drawing conclusions from these 
incidents, it mu.st be pointed that events of 
(his kind are far from rare. The trawler- 
owners association in Madras meets on a 
daily basis and several hundred cases are 
settled annually. Moreover, boat capture takes 
place with great regularity.'' In many cases 
the ransom amount is far larger than in the 
incident desenbed above and also less related 
to the actual damage cau.scd. Sometimes 
kattumaram fishermen appropriate the catch 
in the hold in addition to demanding financial 
compensation. 

A few points may be highlighted; 

(1) Boat capture is the ultimate wctipon 
of kattumaram fishermen to control trawler 
operations in the waters which they are 
using. In the above case it is clear (hat boat 
capture takes place becau.se other panels for 
conflict re.solution fail to yield satisfying 
results. 

(2) Boat capture as well as boat 
identification has been facilitated by the 
motori.sation of kattumarams.Culpnts can 
be chased no matter where the wind comes 


from nor what the speed of the trawler is. 
Capture naturally depends on the availability 
of more motorised kattumarams in one 
location, as boat crews - who generally 
number six persons-cannot beoverwhelmed 
easily. 

(3) Thc threat of boat capture has a sobering 
cficct on boat owners. "Tlie inshore waters 
of villages which have the leputation of 
capturing trawlers arc often avoided by boat 
crews. 

(4) Capturing trawlers is not without risks 
for kattumaram fishermen, however. Villages 
which arc known to capture boats inordinately 
arc sometimes targeted by trawler operators: 
in retribution, lone fishermen from these 
villages may be abducted at sea and beaten 
up severely. 

Conclusion 

Trawler fishing was successfully launched 
in Tamil Nadu in the 1960s and rapidly came 
to compete with artisanal fishermen tor 
similar ecological niches. Trawler crews 
thereby regularly disrupt the operations of 
thcii artisanal colleagues, causing substantial 
damages to gear and someti mes to lives, and 
al.so affecting catches. A basic argument 
here has been that relations between trawler 
operators and rural fishermen at sea are 
governed more by power differentials than 
by mutually recognised and enforced rules 
of conduct. The fisheries department rarely 
involves itself in contlicts, doing so mainly 
- in col lusion with other sections of govern¬ 
ment - when law and order appears to be 
threatened. Even (hen the objective of inter¬ 
vention IS generally to restore peace, not to 
address the root of the problem and carry 
out meaningful rc:>ource management. 
Moreover, kattumaram fishermen consider 
(hcdisputcsetticmeni activities of the trawler- 
owner associations as prejudiced and 
inadequate. 

The main cause of the boom in motorised 
katrumarams along the Coromandel coast is 
the manifest increase of earnings in 
combination with superior comfort for the 
crew. This is also the reason that motorisation 
IS being promoted by the fisheries department 
ofTamil Nadu as well as by othergovernment 
agencies at the central and state levels. 

Motorisation has also helped kattumaram 
fishermen along the Coromandel coast to 
control the trawlers which ply the inshore 
waters adjacent 'heir hamlets. In the absence 
of an eflcctive regulatory framework 
encompassing trawler and kattumaram 
tishermen, devised cither by the .state or by 
fishermen organisations themselves, 
motorisation forms an instrument to help 
the weaker group protect itself. " Whether 
(his will make any difference to the long¬ 
term sustainability of (he rc.sourcc or the 
viability ot kattumaram fishing is, however, 
difficult to say, as many other factors are 
also involved. 


Notes 

[This article is part of an ongoing research project 
into fishing rights and fishenes munageinent in 
Tamil Nadu, carried out under the auspices of the , 
depart meat of human geography of (he University 
of Amsterdam and funded by the Netherlands 
Foundation fur the Advancement of Tropical 
Research (WOTRO). An earlier version was 
presented to Ihc second congress of traditional 
sciences and technologies of India at Anna 
University in Madras Itom December 27-.t 1,199,5 
K Karunakaran and K Subnimaniam contributed 
in large measure to the body of findings.] 

1 Oul of 1,97,219 artisanal crafi, 2.5,467 had 
been iiioturised by 1992-9.5 (ministry of 
agncuhure 199.5). 

2 In Madras, the invol vemcnl of external business 
interests in small trawler fishing seems lo have 
decreased in the 1980s for reasons which 
include declining levels of profit, conflicts 
with artisanal fishermen and protective 
measures undertaken by associations of 
fisherinen-owncrs. 

5 .Scientific conlirmation fur declining marine 
resources in this region is scarce, particularly 
because research cflorts have been limited. 
Tlie likelihixrd of overfishing is. however, 
confirmed by murine biologists with a lung 
state of service, government olTicials (off- 
record) as well as fishermen themselves 

4 There are some exceptions to this rule Private 
rights accompany the usage of some types of 
fishing gear such as beach .semes, fixed lures 
and traps. 

5 These coiiiieil.s are commonly called punchuyat. 
To avoid confusion wiih the administrative 
unit gram panchayat. we use the term council 
throughout this article. 

6 In four of the hamlets, fishermen have tended 
to adopt fibre-glass boats with engines instead 
of motorising kattumarams The argument 
brought forward here holds true fur them as 
well 

7 The fisheries department is offenng subsidies 
for engines and there are possibilities lor 
acquiring bank loans for this purpose us well 
In our research site, however, it is interesting 
to note that a l.argc percentage of engines was 
acquired through private means. 

8 Only the larger types of katiumaram [with a 
side log of 12 mulam (approximately 12 feet) 
are fit to be equipped with engines The 
motorisation of kattumarams therefore seems 
to result in an increase in the average size of 
Ihc craft 

9 The conllicls involving trawlers from Madras 
and kattumaram fishermen in Andhra Pradesh 
generally reach newspaper Itcadlines. Incidents 
of boat capture along the Coroiiiunde! coast 
are rarely publicised, however 

10 The capturing of boats was carried out with 
great regularity by kattumaram fishermen 
during the intense conflict with trawler 
operators in the 1970s. Our contention, 
however, is that boat c.tpturc (and boat 
identification) was more difficult in the pre¬ 
engine period tluit it is currently. 

11 This argument runs parallel to that of Kunen 
(1995) and others who promote the construction 
of artificial reefs in Kerala and Tamil Nadu 
with the goal of protection of inshore fcshing 
grounds ris-a-vis trawler operalnts. 
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Politics of Hunger and Right to Food 

Anuradha Mittal 
^ Ananthu Krishnan 

At Rome last month, the World Food Summit’s qlficial phm oj action 
stressed trade as the key element in achieving world food security and 
was based on three key assumptions: that increased trade resulis in 
higher national income and food security, trade-induced higher 
ineome will eventually trickle down and higher houseludd incomes 
will automatically mean greater individual food security. The NCO 
Forum in Rome comprising comniunitv repre.sentalives from various 
countries .strove to challenge these assumptions in its declaration and 
other documents. 


THE jiiant 1974 Rome food confcicnce 
ambitiously dci'lared its intention to wipe 
outstarvatiotivvitliinadccadc 'rwenty-tlncc 
\eais later, despite ilu- icelinoloeieal leaps 
made in food prodiictiun, the woild is still 
^.haractensed by over 80(1 millioiu'liionii ally 
1 iindcrnoiinshed people Last November some 
1.200 international eomnumity tepiesen- 
lativcs of farmers, human lights and anit- 
limiger groups, women'.s orgamsaiions, 
otivironmenlalist gioups, ete, liom ovci SO 
countries ag.iin assembled in Rome at the 
second Woi Id I-ood Summit (WI\S i atid N(it) 
I 'oruin. convened by the l•ood atid Agriculture 
Oigantsation of the I hilled Nations, loi the 
lirst such meeting since 1974. This time the 
buie.uicrais and politicians gathered at (he 
headquarteis of the i'ood ano Agriculture 
Oiganisation (EAO) declared their intention 
to reduce by half the number ol malnounshed 
by the year 20IS. 

Much has changed ir. the intervening 
we.irs. Today’sloweiexpcct.ations have been 
<»ilia|ied by the ascendancy of a tree market 
ideology that argues that the best w.iy to light 
global hunger is (hioiigh deregulation, 
((livatisation and economic reforms calcu¬ 
lated to encourage foreign inveslment. On 
the Summit's opening day, US .secretaiy ol 
agriculture Dan ('ilickman told (he woild. 
"Domestic market relorms have unleashed 
the full potential of Amcrici.n agrieulturc. 
Our fanners tiow plant foi worki demand 
instead of for govcinment programmes.” 
What Glickmancalled‘our larmcrs’ arc really 
the US-based transnational corpor..tions that 
firedominatc tn food commercialisation ami 
production “Free and fair bade piomotes 
global prosperity and plenty,” Glickman 
proclaimed, “The private sector is the great 
untapped frontier in the world waron hungci”. 
Driving the point home, the US insisted th,ii 
the Rome Declaration, written beloic the 
Summit opened, include Comni'tineni Foui 
(Rome Declaraiioii on World Food V/; .< ; 
and World Food Summit PI m iif ,\rit./n. 
Rome 1996, pp 23-25)'sh-- s-u., 
will slnve to ensure that fcoti i'urai 


ir.ide and t ivei all li ade policies are conducive 
to losteiing food seciiiity lor all thiongh a 
laii .mdinaikct-orienledssorldli.idesystem” 
rite Commitmenl then onlhtics loin pages 
ol ob|eclivi:s whose purpose is lost lengthen 
the hegemony of Ihe World Trade Oigam- 
s,ition (W'i'O) iner the wodd’s pioduclion 
and disirihuiioii of food James D Wolfen- 
sohn, piesident of the Woild Bank, backed 
the US position at a picss conleience held 
the same day .md said, "the governments 
should reduce heavy intervention m the i ur.il 
economy, and conccntialc on iretiling an 
economic, legulatoiy enviionmcni lh.it 
losiers agiiciilluial growth” 
(ibckmanandWolIcnsohn .iic advocating 
on hehall ol the new international hiod 
icgimc On a global scale this agio-local 
ssstem IS breaking down the national seif- 
siilliciency lood systems set up alter the 
second WOI Id w.ir Those systems wci e based 
on subsidies and l.iiilf haulers designed to 
oiolect domestic piodiiceis, parlicnlailv m 
the US. we.stern luiiope and The 

commnmsi eonniiies cieaied their ov.i 
sepaiale .Igiiciillura! systems Some tliiid 
worldcountiieslikeMesici., Bra/ilandltv''.. 
.iltenipted to subsidise .ind pioU et then '"i .il 
piodtKcis as well, althoiigU Ihe I '-, o'.' 
insisted upon dumping its looil suiphis'-' uii 
them through the so called "Food loi I'e u e' 
programme. 

The new intern.ilio'ial lood regime has 
tliieciTniitikli.iracieiisiics that mark .i break 
■iviih ihc old system; First, naliona! .igii 
cultural subsidies and pioiectivc tarills are 
being removed m accordatue with region.i! 
agieements like NAFTA and by the I Inigiiav 
lound of fiA’lT. Secondly, iransnaiioiial 
capital IS playing a greater role in the world 
lood piovisiomng system undei the guise ol 
lice f'adc and unrestneted toreign capit.il 
ric" Finailv, national economies in the 
tl' • 'rkl .ind the lormer Soviet bloc aie 
t' le lorciblyrcslructurcdunderllic.iuspices 
' tiiic ui.il adjustmeni piogrtiinmes These 
; ury i hanges arc lotiliibuling to a new 
'irienied emphasis in agiiciiltute and 


an unprecedented degree ol economic 
iuei|uality within tmd bet ween commies and 
legions. 

In response to the I'ood Siminiit's oflici.il 
I’l.iii ol Action, which siressed liade as the 
key elenietit m .icliieving. world loodseciiiity, 
the NCiOiepreseiiiatnes bioiight .u tear and 
consistent mess.igc to the woild le.iders m 
their statcnicnt. ‘F’lolii lor Few oi I'oikI lor 
Air. Their declai.ition stated that il hunger 
IS to he ciadicatcd, ciiiicnt values, piioritics 
•ind policies must Iv siuflcd to ensuie that 
lood .security thtoiigli sell stilluiency takes 
piioi'ity ovei woild in.iiket iiitegi.ition II 
im(ilic:iled the globalisation of Ihe world 
economy, along with kick ol accountability 
ol iiansiiational cotpoiations, as cau.ses of 
increased woild poverty 
In pieparation lot the Siimimt, the FAO 
piodiiccd documents that outlined key ideas 
onthe specilii iiiusnonol lood security and 
trade, nicsedoenmemslellecta fiiiulamcntal 
disagieeinent between Ihe positions taken by 
goveinments md the civil society. While 
tmillil.iicial institutions including mtei- 
ntilioiial financial msiiiulions and govein- 
mcnis Irom many indusiiialised nations 
argued that tiadc hbeialisalion is the key to 
liMid sec III ity,cili/en gioups Irom ai mind the 
world saw lood as ti b.isic Human right which 
nation,il goveinments. not the market, have 
the piimarv responsibility to provide. The 
NfiOs vveie striul b,' ilic u-niiahty of one 
spurious .iiguincni m .ill ol the official 
documents the .issnlion that the way In 
achieve lood sccmih is not by helping 
l.iiineis to giow moic loo.l lor loc.il markct.s 
but latlici by b■'•l'■l;n; ii;icin.ilional tiadc. 
I'AO h.id hased 'is .m.ilv.is on thiee iiiter- 
rel.itccl.issumplious v Inch must be .idciressed 
to show iti.' Iiinlowness ol 'he .isscitlims 
coiieerii'ng :■ 

■ 'ir 1 1,1,1c t (lllill\ lliiilicr 
,;n,! I ,>0,1 .''i t loilv. The 
i \l) doc:.., ut.s sl.iK the tollowmg 

1 i.idehas a lu.iii i lu .mii;' ou .ii '.cssto I'ochI 
via Its laisitivi vtl'-i' on ciom :iuc giowth, 
uicomcs .ind cmpio,ment 
I'adc III lood willmi .iii.l bi-tween countries 
isvit.illow,iildlooil .e. iiiity Wilhouttradc, 
(reoplc aiiil .ouniiu would have to rely 
exclusivcK on 'h. n ownpioduclioir average 
nic me wooid !» I.ii lower, the choice of 
go'ids w'oiild Ik !.ii less and huiiget would 
iiiiicasc (/'00.7 and Inlfownoiial Tiiide, 
Worl'l FockI .Summit 199(i, UN Food and 
Agiicultuie Oigamsation, "lech/X and 
/'ou'i/oA Ihiivn.s'iil l i'od Si'fiiiily Draft of 
nt'olii sSlauoiu-niaiid Plan of At liiw. World 
15i(mI Suniinn. M.uch 19%. paiagruph 43 
:ind '12 icspcetively) 

'Iiade contiibiites to in(onie giowth in a 
iiiiinbei ol ways, it is assocuiled with greater 
imssihihties loi the tiaiistci ol capital and 
ktiovs-how. paiiiiul.ulv ihiough loicign 
inve.slincnl... (Section 3 l(i of hood and 
'.ntenmuomd hndf) 
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While this may sound good in theory, a look 
at the real-life case of India provides some 
insights into this assumption. Trade 
liberalisation has resulted in an India 
where the war on pt>verty did not fail - but 
rather has been called off. This is a key 
distinction. While agncultural exports in 
India have increased by more than 70 per 
cent during the lust five years of trade 
liberalisation and according lo a recent 
report issued by Agricultural and Proces¬ 
sed Food Products Export and Develop¬ 
ment Authority of India, its agricultural 
expoils in busnuli ncc, wheat, and other 
cereals, increased 3.5 per cent from the year 
before, totalling .$1.33 billion (‘India’s 
Agricultural Exports Leapt 35 Per Cent for 
7 Months to $ 1.33 Billion’, The Wall Street 
Journal, December 14, 1906), food prices 
have increased by at least 63 percent putting 
them beyond the reach of the piMir (Shiva, V, 
Trading Our Lives Away: An Ecological and 
Gender Anaivsis of Free Trade and the WTO. 
PAN Asia and the Pacific, 1995). A survey 
by the National Institute ot Nutrition shows 
that the per capita consumption of cereals 
has dropped by 14 grams per person per day 
since the late 1980s. The intake of lentils, 
the only protejn source for many of the poor, 
dropped even more sharply (Towards Heijing: 
A Perspective from the Indian Women's 
Movement’, All India Womcn’sC’ontcrcnce, 
1995). 

F,conomic reforms in India have led lo 
further concessions to big business, such as 
freezing tax increases in the name ol 
incentives for investment. Rather the 
government has chosen to mobilise resources 
from the poor in the form of hefty hikes in 
taxes on essential commodities in the Public 
Distribution .System (PDS). Millions of poor 
people have been denied ration cards and 
family quotas have been cut. For instance 
in 1994, in Andhra Pradesh the rice quota 
was cut from 25 kg per family per month 
to only 16 kg, while at the same time the 
price was increased by more than 100 per 
cent. To fulfill the minimum food gram 
requirements fur survival, as recommended 
by the Indian Council for Medical Research, 
the government would need to expand the 
PDS to distribute over 32.4 million tons. 
However, between 1991 and 1993, the 
government reduced the total from 20.8 
milljon tons to 15.1 million tons. Large 
sections of the population arc consequently 
at the mercy of the skyrocketing prices on 
the open market. It is clear that freeing trade 
has in no way led to increased food security, 
contrary to the FAO assumptions. 

Assumption 2: Trade-Induced Higher 
National Income Eventually Trickles Down: 
The FAO documents argue that increased 
trade raises national incomes, and that this 
'trickles down’ to each household. For 
example. 


Economic growth can increase individuals’ 
command over resources and thus their 
access to ftxxl, and as incomes grow, the 
fraction spent on food declines and the 
chances of falling into food insecurity 
decrease (Food and International 
Triir/e...Section 3 15). 

In 1987-88 there were .361 million people 
in rural and urban India who were living in 
abject poverty, i c, their income lell below 
the official poverty line. Tinlay, data tin 
consumer expenditure shows that the 
proportion of hou.scholds below the official 
poverty line has increased, in both rural and 
urban areas (Alternative luonomic Survey, 
1993-94). 

According lo an alternative economic 
survey conducted in 1994, the unionised 
sector in India was estimated at about 17 per 
cent of the total workforce, which basically 
constitutes the middle class, estimated lo be 
between 150-200 million. Yet with the 
industrial rceession in the pa.st couple of 
years, plant closures, non-payment of wages, 
leniporary and permanent lay-offs have meant 
that the lower middle class has not been 
compensated for mfiation In fact the 200 
million-.strong Indian middleclass maikct is 
being restmtured. The lower end is being 
clipped off, while at the upper end incomes 
have increa.sed remarkably. Surplus is being 
transterred from the hungry population to 
the iipwardly-mobile. The evidence for 
trickle-down is thus non-existent. 

Assumption J; Higher Household Income 
Equals Greater Individual Food Security: 
1’he third FAO assumption is that increasing 
household income will lead to greater food 
security, though even in the official 
doctiments some doubts were expressed: 

.. the impact [of trickle down] may he more 
positive on the larger farmer producing cash 
crops and not ncce.ssartly on the small or 
subsistence farmcis . (Food and Intel national 
Trade...Section 3.16). 

The following FAO quote summarises the 
main contradiction; 

Fears are expressed that in areas where 
production for export inciea.ses, food 
consumption and the nutritional status of the 
IKHirest households declines. The mcchani.sm 
through which export production can 
influence consumption and nutritional status 
include' its effects on local and national food 
availability, household access to food and 
inter-household distribution to food. For 
example, if increased production for export 
reduces fixxl availability, local RkkI prices 
will rise. The nutrition of the rural poor who 
do not share (equally) in the benefits from 
export crops but purchase food in the same 
markets may suffer... (Food and International 
Trade... Section 3.26). 

The FAO d(x;uments also note the potential 
for serious gender inequity in the official 


“neo-liberal” approach: 

When the export crop income is controlled 
by male heads of households, and as men 
are usually less likely to s|)cnd this income 
on f«)d. then the food sccunty of woini^ 
and children in the household may be pul ji 
risk . (Food and International Trade 
■Section 3 26) 

Finally. FAO staff recogni.se that the 
trickle-down approach they are promoting 
may make matters worse lor key food 
producers, namely, farmers and peasants 

Because small-scale producers often lack ihc 
resources nece.ssary to grow cxport-orienicd 
crops, they may not he able to pariicipaie in 
this growth. On the contrary they may find 
that commercial expansion has an intlationary 
effect on production costs and on land iciu 
that may even make their IradilionnI 
pioduction less feasible. Small pruducei', 
may abandon their lard or he bought out by 
larger commercial interests.... mcgnlitaiian 
social relationships may picdominale and 
export agriculture may worsen the positio^ 
of poor majoiity (Food and Inlernaliona: 
Trade. . Section 3 28) 

This has actually come true m India, in 
Ihe rush loopen upagriculUire to big busine.s'. 
According to the lndi:in government’s own 
c.stimatcs, some two million small and 
marginal farmers Io.se or get alicnulcd from 
their land each year under curreni policies. 
Land reform has been removed Ironi the 
agenda and we have a sure recipe for famine 
- putting the nation's food security in the 
hands of a few giant agribiisines.ses - whiU' 
the poor are landless and unemployed. This 
will only get worse, as the new I arm policy 
will further relax niral landholding laws lor 
businesses. The states ol Kurnulaka and 
Maharashtra arc already uilowinc 
entrepreneurs to buy large tracts ol laml’" 
For almost a decade Ihe goal of majer 
national and international food and farm 
policies has been lo lower consumer food 
prices by increasing food imports, it is a well 
known fact that trade liberalisation policies 
have kept farm prices in most countries at 
below-cost of production levels. This has pul 
many farmers out of business, both in major 
exporting countrie.s and in the importini! 
countries. In the U.S, farmers were driven oil 
their lands; the tanning population fell from 
six million to two million in the post-war 
period. Labour-saving technology drove 
small farmers out of business and led lo the 
over-production which has created incentives 
to dump vast surpluses of underpriced grams 
in the third world - in direct contradiction 
to GATT rules. 

In 1996 the US, the world’s leadinii 
exporter of grains, laid plans to boos 
agricultural exports and import demand 
among the world’s low-income countric.” 
(LICs) and large emerging markets. With the 
backing of the agribusiness. Congress passed 
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the Federal Agricultural Improvement and 
Reform Act of 1996 (FAIR), which directs 
USDA to implement measures to: “increase 
the value of US agricultural exports each 
year at a faster rate than the increase in the 
value of overall world export trade in 
agricultural exports’'. The USD A’s Glickman 
vowed in January 1996 to “work closely with 
the Congress to protect the export assistance 
that helps keep (US) agriculture strong”. 
Several months later, export subsidies were 
authorised to continue through 2003. With 
the outlook for in-kind subsidies somewhat 
uncertain in the long run due to budget 
constraints, the US government plans to make 
more aggressive use of trade negotiations to 
dismantle foreign import tariffs, import 
quotas, pnnluction subsidies, and other ‘trade 
barriers' to build food import demand abroad 
and fuel agncullural export growth. 

The adverse effect of US subsidies on the 
production capacity and food security of 
LICs IS well documented. Food dumping has 
destiuyed the economic base of poor farmers 
in f(X)d importing countries. As early as 
1965, researchers concluded that dumping 
of foodgrains m India in the name of food 
aid, hud dnven down the price of domestic 
wheat and curtailed native production. The 
Mexican government has put 1.8 million 
com farmers out ot business over the past 
few years by choosing to import heavily 
subsidised corn from the US (Global Food 
Watch, lATP. Minneapolis, September 
1996). The enforced low pticcs have also 
createda highly distorted stmcturcofdemand. 
With world corn prices being set by the US 
government at about half the cost of 
production, farmers have been encouraged 
to switch from grazing cattle to industrial- 
style contlnement livestock feed operations 
where cattle arc fed grai n that would otherwise 
be fit for human consumption. Low grain 
prices have also made corn sweeieners so 
cheap that Pepsi and Coca Cola have 
abandoned cane and beet sugar altogether in 
favour of com syrup, driving world sugar 
prices to all-time lows, cutting into the foreign 
exchange earnings of many third world 
countries (Com Annual Report, I99S, 
Com Refiners’ Association). The low prices 
have also encouraged the conversion of 
com into industrial products like ethanol and 
plastic. 

The FAO’Summit documents also 
underplayed the emphasis placed by poor 
countries on the need for local food 
production and self-reliance. The third world 
has experienced embargoes, skyrocketing 
prices and uncertain supplies in the past. 
FAO asserts that the general trends in grain 
markets suggest these risks have become 
lower than before (Food and International 
Trade, Section3.IO).'niitWMrtian however, 
is at best wishful thinking, at Cuhen and 
Iraqis, among others, can tell you. In icality 


the new agricultural trade rules under the 
WTO do not prevent embargoes. Moreover 
they may lead to more effective embargoes 
because these rules have resulted in the 
elimination of national food storage 
programmes. In fact, the doubling of export 
prices for basic grains by the US in the 
summer of 1996 was effectively an embargo 
against poor countries who needed these 
supplies the most. 

Another glaring disagreement between 
governments and NGOs was on the specifics 
of what to do about hunger and food shortages. 
Most governments still projected hunger as 
a production shortfall problem and the FAO 
research bureaucrats used the Summit to 
launch the Green Revolution II. The US 
government, for example, argued that the 
solution to the problem of hunger is more 
intensive production (using more bio¬ 
technology, pesticides, artificial fertilisers, 
irrigation, etc), and greater freedom for the 
transnational food corporations. While 
countries like India are still taking stock of 
the socio-economic and environmental costs 
of Green Revolution I, FAO found it 
opportune to launch another one, of course 
with all environmental safeguards, by betting 
on the genes. 

In contrast, the NGOs stated that these 
three exact same elements - chemical and 
energy-intensive industrialised fanning and 
lack of regulation of transnationals - are the 
mai n causes of many of the current problems 
and called for reform of domestic and 
international policies and that any revolution, 
green or otherwise, must be in partnership 
with the peasants and the local society. 

Next Steps 

We tend to lose sight of right and wrong 
when hunger is described with neutral terms 
like 'food security’, when the discussion 
should really be about values, that food is 
a basic human right (Article 11.2 of the 
International Covenant on Economic, Social 
and Cultural Rights, 1976 recognises the 
fundamental right of everyone to be free 
from hunger). Reviewing the events of past 
20 years should leave no doubt in our minds. 
Since 1976 mass demonstrations in Peru in 
response to food price increases imposed by 
the Intemaional Monetary Fund, riots and 
austerity protests have taken place in dozens 
of countries as a result of similar policies 
(Walton J, D Seddon (eds). Free Markets 
and Food Riots: The Politics of Global 
Adjustment, Blackwell Publishers, Oxford, 
1994). The year 1994 began with a demand 
from the Zapatistas in Chiapas, Mexico for 
land, food and an adequate standard of living. 
The following two years have been nfe with 
social unrest all over the world. In Mexico, 
driven to desperation by food shortages 
fostered by drought, peso devaluation and 


the impact of NAFTA and GATT rules on 
peasant farmers, there were several grain 
train robberies by women and children. In 
July 1996, Jordan was rocked by public 
protests that forced the government to 
abandon IMF-imposed plans to triple the 
{nice of bread. In September, Argemines 
engaged in an unconventional protest act 
against government plans that would have 
increased the cost of food and other basic 
amenities by 10to46 per cent. Their protests 
included "blackouts” during which lights 
were turned off in homes and businesses, 
along with banging on pots and honking car 
horns. In October labour unions in Bolivia 
called a general strike after tens of thousands 
of peasants camped out in the capital city 
of La Paz. They had come from all over the 
country to protest government plans to 
expropriate their land and sell it to agri¬ 
business. Similar protests were organised 
in Kazakhstan, Pakistan, Bulgaria and else¬ 
where. The current period of widespread 
protest against hunger and austerity 
measures is reminiscent of a similar period 
in the late 18th century in western Europe. 
The French Revolution was driven not only 
by ideas of political freedom, but also by the 
lack of bread in Paris. Food riots have 
occurred throughout the history of market 
societies, typically in conjunction with other 
non-violent formsof protest, wheneversevere 
economic hardship, brought about by 
economic policies betrayed the moral basis 
of society and clashed with the basic human 
right to food. 

For most of the third world, trade 
liberalisation really means neo-colonialism 
and a dominating and hegemonic world 
capitalist .system, represented largely by the 
interests of the US and a few other powers. 
The whole world was .scandalised by the 
performance of the US government at the 
World Food Summit. The US authorities 
refused to send any ot their leaders to the 
summit; and they rejected the final document 
which pledged governments aiound the world 
to reduce the number of hungry from 840 
million today to 420 million by the year 
2015. While the G77 countries, led by Cuba, 
called this ‘shameful’, the US delegation 
refused to support even that modest 
commitment. The US also rejected language 
guaranteeing the fundamental right of 
everyone to have access to safe and nutritious 
food, consi.stent with the right of everyone 
to be free from hunger, saying, “the United 
States believes that [this] isagoal or aspiration 
to be realised progressively but dues not give 
risetoany international obligations”. Melinda 
Kimble, the head of the US negotiating team, 
stated that endorsement of the right to food 
would mean that the recent ‘welfare reform’ 
in the US that makes drastic cuts in food 
stamps and aid to families with dependent 
children, is in violation of international laws. 



Therefore, the US could noi sign such a 
declaration. Fidel Castro, president ol Cuba, 
was oneof the few world leaders locliallengc 
the participants at the Summit lo UkiK. .si|(iarely 
at the reality ot the world. “I lunger,” he said, 
“is the offspring of inju.sticc and the unequ.il 
distribution of the wealth in this world... 
What kind of magical solutions arc wc going 
to provide so that in 20 years from now there 
will be 400 million instead ol K(X) million 
starving people'.’... Let the truth prevail, and 
not hvpi>crisy and deceit " 

However, despite the U.S, there was 
consensus among governments and NGOs 
for making ‘the human right to food’ the 
chief demand and coinmitincnt to come out 
ot the summit. In the olllcial Plan of Action, 
for example, the UN Commissioner for 
Human Rights was given the task of pulling 
together all of the global agencies to tackle 
the implementation of the Right to Food. The 
chairof thcFAO’s FckxI ,Security Committee, 
Chile’s Ambassador to FAO, in his speech 
to the NCiO Forum, described the incredible 
level of support for making the Right to Food 
the central demand of a global campaign 
involving both govcrnmcnls and NGOs He 
al.sn said that he would take this concept lo 
all of the important UN forums over the next 
few years to move this agenda forwartl. Some 
aspects *»f the Action Plan are especially 
relevant, and proviUc a focus loi building co¬ 
operation for continued work on food 
security. The NCJO statement clearly al lirme.d 
first and forcmo.si the basic human right to 
f(N)d. 'Fbis was largely due to the efiorls ol 
the Food F-’irsi Information Action Network 
(FIAN), an international economic human 
rights group, along with other human rights 
organisations. FIAN had launched an 
international campaign urging the govern¬ 
ments as.semhied at the Summit to strengthen 
and implement the human right to food by 
adopting an International Code of Conduct. 
With support of thousands of (leoplc from 
over 50 countries who signed the petition, 
the Code orConduci is expressly included 
in the NGO declaration. Point 6..I of the 
declaration states: 

Negotiations should he carried out to develop 
more effective instruments lo implement the 
right to food. These instruments should 
include a Code of Conduct to govern the 
activities of those involved in achieving the 
Right lo Food, including national and 
international institutions as well as private 
actors, such as transnational corfioruiions. 
(For more information on FI A N see lit ommiir 
Humop Rights- FIAN and Food First Put 
Values into the Food Seainiy Debate, FtKid 
First Backgrounder, Vol 3, No 4. Winter, 
I9%.) 

The World Food Summit made 1 1 clear that 
the is.suc of fiwd security i.s too important 
to he left to politicians, national governments 
or the marketplace. As the NGO community 


gathered m Rome and their slalcineni made 
clear, the Summit's Action Plan with its 
focus on the Right to Food can only be 
realised with the concerted and singlc-iiiiiidod 
cn-operation of govcrnmciil.s. organisiiiioris 
of civil .society from the grass roots to the 
intcm.-itiunal level, and the mullilatcial 
agencies with a mandate in food and 


agriculture. More important, the transition 
to a restorative, sustaining democracy 
requires prolbund changes in our values 
and the w,iy wc understand human rights. 
The time has come lo make the human right 
to food a reality. If wc fail lo exercise this 
light, we may lose our human rights 
altogether. 
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PERSPECTIVES 


Pensions: Some Basic Issues 

Vishwapati Trivcdi 

Shaped hy historical circumstances, nations have tried to build their 
own safety nets for the old. A look at the .structure, .strengths and 
weaknes.ses of different types of old a};e financial .security .system.s. 


I 

Introduction 

WITH a globally aging population, the 
sc'ltcincsrL'Iatingtooklagc financial security 
.ire in iroublc all ovei the world. World Bank 
cslitnatcs indicaic that ihe number of people 
above 60 years will double in the next three 
decades. By the year 2().W. 80 per cent ol 
the world’s old people will live in what are 
today thedcvelopingeoiiiitries. Of this more 
iliaii 25 per cent will be in China alone. 

As the traditional family support systems 
break down over lime due to stiuctiiral 
changes in thc.se countiics, the need lor 
deseloping alternative systems acquires 
prominence. Shaped by historical eirciiin- 
siances. nations have endeavoured to build 
their own salely nets lor Ihe old. In the 
lollowing we will explain the siruetuie, 
strengths, weakne.sscs and other related 
issues ot old age linaiicial security sy.sieins. 

Most ol the. existing systems are publicly 
managed, related to the workers’ earnings 
and are pay-as-you-go type systems. Most 
ire also phigued by fintincial and managerial 
piohicms and will perhaps lind it dilTicull 
losurvive the piessures they are likely to face 
in Ihe future. Some innovations have been 
tried but much remains to be done. The 
World Bank has suggested that the three 
main liinciio'i' ot the old age finaneial 
security system, vi/, savings, rcdistiihution 
and insurance, be provided through a multi 
pillar approach rather than through a single 
approach that would eventually satisfy 
none of the three criteria completely f World 
Bank IW4) 

In view of the diversity of approaches 
followed and a plethora of problems no 
emphasis can be complete. In this paper the 
pension policies in Ihe world arc reviewed. 
l‘or analytical purpo.ses three important 
distinctions arq kept in mind; the economic 
history of the countries, the expectations 
Irom the policy (besides old age security) 
and finally, in light of the above two criteria, 
the difference between success and failure 
in implementation based on real life 
expenenee. 

fhe paper is divided into the following 
sections: the second section will introduce 
a review of the widely lecogni.scd and 
commonly agreed typology of pension 


schemes, the third section will deal with 
existing .systems and their weaknesses and 
.Section IV will discuss the major similarities 
and dilfercnces between the developing and 
Ihe developed economy systems. 

II 

Typology of Pension Systems 

Basically. Ihe pensions systems can be 
seen to be those with defined benefits (DB) 
and/or those with defined contributions 
(DC). But the real life .schemes, as can be 
appreciated, are often a mix. Bor simplicity 
however it may be better to think ofdifferent 
schemes primarily as belonging to one or 
the other group. This may be an over¬ 
simplification of the system as it exists but 
IS a good starling point. 

Defined Contrihutions il)C) 

All schemes which can be classified as 
‘dclincdcontribiition’type allow individuals 
anil employers to know how much has been 
or has to be contributed, but the benefits from 
these schemes are uncertain as they depend 
on the market outcome or Ihe results of yields 
on the total contribution. 

DC systems arc by definition lully funded. 
The ciiiTciit workers contribute to a bind 
which is invested and its yield is used to pay 
old .ige pensions to those same workers. The 
DC by itscll is generally not a liability on 
the public funds. 

DC system does not redistrihme income, 
since it does not change (he market outcomes. 
Individuals generally receive pensions 
according to their contributions which tn 
turn depends on* their earning during 
employment days. 

The rate ol return for the poor and the rich 
is alike, implying the market rale of return. 
Hence it is a good vehicle for savinns. 
Defined Benefits 

IJndcrthis sy.stem the benefits aie specified 
in advance, but the cost to the pension system 
of providing the benefits is uncertain. 

DB systems arc generally run cither on a 
pay-as-you-go (PAYG) basis or a partially 
funded basis. The pay-as-you-go system lakes 
the contributions from the curreni workers 
and uses them to pay the current ixinsioncr,-,. 
DB system dixis not treat today's contri¬ 
butions as .savings and docs not add to the 
stuck of savings (at least directly). Instead 
it is a sort of a premium to entitle old age 


pension to the contributors. The amount of 
this pension is known, since it is going to 
be similar to the pensions today, but the 
quantum of yearly future coniribulions are 
not known with certainty to Ihe extent they 
depend on the forecasts of work force growth. 
An example is the Canada/Quebec Pension 
Plan. This operates as a compulsory contn- 
bulory carnings-relulcd plan in all provinces 
ofCanada. It covers most working Canadians 
in the age group of 18 to 65. Contributions 
are 3.6 per cent of pensionable earnings lor 
employees matched by an equal contribution 
liom the employers (Tracy and Pampel 
1991:17). By 2011 the current rate is ex(icctcd 
to go up to 7.6 per cent. Under the DB, in 
an aging population, the contribution rates 
will go up if the bcnetils jiie held constant 
for the curreni retirees. This will happen as 
more and more retirees join the pensioners 
and the |Knsions are adjusted lor average 
industrial wage index. 

If the DB is of a partially funded ty|)c Ihe 
initial contnbuiions arc high in order to create 
a reserve fund, which through its yield keeps 
the pressure on contribution rales to increase 
under control. Coming back to the Canadian 
case, in 1965 when the original Canada 
Pension Plan (CPP,I Wius implemented, it was 
thought that tor the first 10 years of the 
operation the partial pensions would be paid 
.so that a reserve could be built that would 
make the CPP lully funded later, and inorder 
to cover the gap, a scheme known as (he 
guaranteed income supplement (GI.S) was 
introduced as a Iransilional measure. 
However the CIS came to stay and Ihe 
Canadian Pension Plan was never fully 
tunded because the partial funiling was 
abolished. So today the CPP operates on top 
ot a first tier ot benefits culled the CIS 
scheme. .Similarly in (“icrmany, the first 
comprehensive pension relorm was inlro- 
dticcd by Bismarck in 1881. It was a lully 
tunded scheme to .start with, but in 1938 it 
was converted into a pay-as-you-go scheme 
lint operates c /en today. 

Thcorelically, full funding of defined 
benefits is pos.sible and many countnes have 
fully tunded occupaiional pension plans 
whish arc also defined benefits plans, hut 
there are no /luhlic fully funded defined 
benefits plans. DB plans tend to transfer 
income, from rich to poor under some 
circumstances, and from one generation to 
anolhei, always. 

.Sweden is another interesting casein point 
since it is regarded as the epitome ot a welfare 
state (Tomasson 19841. In 1884 the Swedish 
Rik.sdag, infiucnccd by a Lutheran principles 
of the caring church, asked King Oscar II 
to consider the mutter of old age financial 
security along the lines of the Bismarckian 
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proposal. The law was finally passed in 1889. 
The subsequent revisions, amidst political 
controversy, brought into existence the 
world’s first universal and compulsory 
pension system [Coughlin and Tomasson 
1991). In 1913, the first Swedish ‘folk* 
pension’ came into existence. All citizens 
were to receive this pension upon reaching 
age 67. Bi^nning 1914, all citizens in the 
age group of 16 and 66 were to contribute 
just like in any PAYG system. The Swedish 
system also, in order to provide a system of 
incentives, soon came up with an earnings- 
idaied pension scheme. 'This was a form of 
DC system on top of a DB system and 
'folkpension' which was universal and was 
called the supplementary Pension Scheme 
(ATP). Together, the system gives very high 
levels of pension to the beneficiaries. Even 
a ‘folkpension’-only beneficiary is relatively 
very well off because of the facilities of 
subsidised housing, etc. 

Ill 

Existing Systems and Their 
Weaknesses 

In Older to provide protection against loss 
of income in the post-retirement period, 
countries with a commitment to societal res¬ 
ponsibility towards providing old age income 
suppoft have generated oneschemeor another, 
dqjimding on historical background, national 
chwacteristics and economic development 
Geneially speddng, the weaknesses of the 
pension schemes can becaiegorised as follows. 
Kising Costs 

In the pay-as-you-go systems all over the 
world the most critical problem arises with 
an aging population. Faced with the goal of 
social solidity, which makes it necessary 
and compulsory for all the earning members 
of the national community to protect their 
fellow retired citizens from the vagaries of 
old age, the burden has been going up as the 
number of retired people to those working 
goes up. Algebraically this relationship is 
termed the dependency ratio, and it measures 
the dependency of current pensioners on the 
current workers. In a pay-as-you-go system, 
an aging population and an incrcas^ life 
span imply a higher dependency ratio and 
higher contributions by the present day 
workers, through specific payroll taxes or by 
sharing with the employers. As an example, 
in continental Europe, the state-run unfunded 
PAYG systems face huge calls. In Germany 
alone, contribution rales to the state-run 
scheme vrould have to rise from 18.S percent 
of workers’ incomes to 42 per cent by 2030. 
Wehavealready noted abovethehigh rates of 
contributions in the Canadian pension plan. 
Early Retirement 

Most pension schemes provide for early 
retirement option to increase job opportunities 
for the younger population. In Canada, for 
example, the standard pensionable age is 63 


but the workers have the option of receiving 
an actuarially reduced pension as early as 
age 60. The system also rewards those who 
defer their pension receipt after 65 as the 
entitled benefits are increased at a faster pace 
for those who continue in their jobs after that 
age. Early retirement has, on the other hand, 
aggravate the problem by swelling the pools 
of retired people thus burdening the system 
and particularly, in a PAYG system, the 
present generation of workers. In Hungary, 
more than 25 per cent of the population is 
of pensioners; the average age of retirement 
is as low as 54 and the payroll taxation to 
support the pensioners is running at over 
30 per cent. 

Redistribution Issues 
Almost all pension schemes emerge out 
of the doctrine of social solidarity which 
obliges the society to look after its aged and 
poor citizens. The only way (his can be 
achieved is by redistribution from the rich 
to the po»ir and from the young to the old 
or a combination of both. We have alluded 
to the fact earlier that of the two generic 
schemes of pensionary benefits, the defined 
benefits scheme will definitely redistribute 
income from the young to the old. Whether 
it redistributes from the rich young to the 
poor old or the other way around will depend 
on the constitution of (he scheme. In other 
words, for the sake of intra-generational 
transfers we can devise a system of benefits 
where the beneficiaries receive a fixed 
percentage say ‘X’ of the average economy- 
wide wage and another ‘Y’ per cent of his 
own average lifetime wages. Both indexed 
for inflation. The resulting system could be 
such that, depending on the ’X’ and ’Y’.the 
poor pensioner can. on the average, draw a 
higher pension than the richer pensioner 
relative to his average lifetime and relative 
to the economy wide average wages, although 
on the absolute scale he may get a smaller 
amount. This looks fine throretically, and 
many nations have attempted redistribution, 
even though limited, in this manner. But 
even here inadequate indexation to counteract 
inflation and other labour market distortions 
have perhaps prevented redistribution as 
postulated [World Bank 1994). Many studies 
of the public pension schemes of the US, 
Swedeii, Netherlands and UK have found 
very little or no evidence of redistribution 
[James 1995). The redistributive impact of 
schemes in Sv ctden has often been discussed 
[Coughlin and Tomasson 1991). The ‘folk- 
pension’ does have a retrogressive impact, 
but the ATP, which is strictly an earnings 
related system, will benefit those with small 
number of years and high incomes against 
those with long subscriptions at lower income 
levels and therefore may not be high on the 
scale of redistribution. 

Also important to note, in a related manner, 
is the obvious conflict of the two goals of 


any pension scheme - savings and re¬ 
distribution. A fully funded scheme with 
defineu contributions can be helpful for the 
savings rate of the economy, but docs not 
redistribute. On the other hand, the PAYG 
scheme cannot be understood as a scheme 
that bolsters the savings of the economy, at 
least directly, but it redistributes income 
across generations. 

Evasion and Avoidance 

Although not always a result of pension 
system, evasion of payroll taxation for 
pensionary purpo.se.s is often a result of the 
complicated systems and loo.sely imple¬ 
mented laws. In countries with otherwise 
lax tax implementation, the tendency to 
operate in the informal labour market is 
intensified when the benefits are not very 
visible. Abetted by the employers and scared 
by the overbearing government functionaries 
die workers choose to stay out of the pension 
network. The average rate of return on the 
publicly managed pension plans in the US, 
Malaysia, Singapore and India is positive, 
with Indian pension funds (Government 
Provident Fund and the Private Provident 
Fund) earning almost marginal real return 
(once the benefits o( tneome tax and the 
erosion due to inflation are factored in). 
Those in Kenya, Ekjuadnr, Egypt, Venezuela, 
Zambia. Turkey and Peru arc all earning 
negative real rates of return, with Peruvian 
public pension plan at almost -35 per cent 
[World Bank I994J. 

IV 

Developed and Developing 
Economies 

As noted before, the pension systems ot 
different nations are inlluenced by (heir 
historical background. However, some of 
the issues arc common between the developed 
and the developing countries. 

Among the is.sues common in both these 
groups of countries, the important one.s are 
matters such as the lack of universal pension, 
the high cost of pay-as-you-go .systems and 
the increasing burdens due to an aging 
population. As far as the developing countries 
are concerned the old age pension systems 
arc different among them also. Some with 
the British colonial background have the 
preponderance of a provident fund type of 
system which pays a lump sum amount upon 
superannuation or retirement, primarily and 
sometimes an annuity in certain occupational 
pension plans. The examples are India, 
Tanzania, Pakistan, etc, whereas those with 
acontinental European colonial background, 
say French or Dutch, generally have a 
preponderance of a system with defined 
contribution or a pay-as-you-go system. The 
examples are Cote-d’voire and Indonesia. 
What is common to all developing countries 
is the limited coverage of its population of 
poor old. Some highly targeted schemes have 
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been tioaled in these countries, such as the 
>cheme for pension to the old destitute in 
India. But these schemes have fallen far too 
short of the demand and often the amounts 
an' so meagre that it is almost as good as 
j|iihing. Also such schemes financed straight 
(idt of the general revenues have their 
hniitalions and cannot he expected to cover 
all the needy well. On the contrary, some 
suidics have tried to convey a different 
message. A study of the pension for the 
agricultural workers, financed out of general 
u'vcnues. in the province of Kerala in India 
shows that the amounts arc enough to take 
care of the old persons' ftiod needs only, if 
these needs arc met from the subsidi.sed food 
distribution system jGuiati 1990] . While 
ihisisnolcnoughlot.akccareofolhcrsurvival 
needs siieh as shelter and clothi ng, the pension 
does enhance the acceptability of the old 
within their larger families. 

Altriciilliire Workos’ Pension in Kerala 
InKcralathcagrieulturnl workers’ pension 
V heme came into efieci in 1980. The scheme 
the first one of its kind in India. An agri- 
tultural worker lorthepurposcsofcligibility 
under the scheme is defined as "a person 
who, ill consideration of the wages payable 
to him by a landowner, works on, or docs 
.iny other work on agricultural land of such 
l.mdowner/owncrs lor a period of not less 
Ilian ten years". The .scheme applies to all 
lho.se who arc above 60 years and whose 
.innual income does not exceed Rs l..'i(X). 

le scheme provides Rs 60 per month. There 
are almost three hundred thousand 
beneficiaries in the entire state. 

Developing economics such as India with 
large populations and low per capita incomes 
lace the resource constraint in providing for 
universal coverage. The consolation is often 
, touiid via development economics and trickle 
^^jiwn effects of growth. Although universal 
overage through old age security schemes 
IS also not available in all indu.stnal economics 
except Sweden and Canada, most have 
provided for safety-nets for old and poor in 
some form or the other. 

Rconomics of the former Soviet Union 
and those in transition in eastern Europe 
have very extensive old age coverage, 
basically due to the social commitment of 
ihc .socialist regimes. The remnants of the 
system still exhibit a strong support. In the 
countries of south America very extensive 
lelorms have taken place in the pension 
systems. TheChilean example is often quoted 
as a model of success, and many other Latin 
American countries such as Paraguay and 
Bolivia have modelled their old age pension 
systcmsalong the lines of Chile. Given below 
IS a sketch of the Chilean pension system. 
Chilean Pension System 
^ Until 1981 the Chilean system was a pay- 
•is-you-g» system. It was a very complex 
tdministrative arrangement as there were 


32 social security institutions pertaining tc 
different occupational categories. Partici¬ 
pation was mandatory even for the self- 
employed. The benefits were linked to the 
participation, or later wages only and not the 
contributions, hence there was a strong 
incentive to reduce the contributions. Each 
institution ran ilsdifferent system of benefits. 
The inflation before 1981 also led to a real 
decline in the benefits as there was no 
indexing of the base, only the benefits .stream 
was indexed, and that too was partially 
indexed once the retirement started. Under 
the new system, after 1981, the contributions 
were more defined, and therefore the system 
was fully funded. Contributions were 13.5 
per cent of the wages. Thc.se contributions 
were accumulated in accounts which arc 
managed by private portfolio managers. 
These are called AFPs. Participantsj^'an 
chtHtsc any of these AFPs, withdraw only 
in annuities, no lumpsum. Men start pensions 
at 65 years and women at 60 years. An 
import ant part is the provision of government 
guarantees. The guarantees ensure that the 
difference between the minimum amount 
and the annuity available to an affected 
participant is financed from the general 
revenues. Minimum pension is not indexed: 
so It IS about 25 per cent of the average salary 
net of social security contributions. The 
government also guarantees a certain 
minimum rate of return to the as.set.s of 
the AFPs. 

Indian Old Age Social Security Schemes 

The traditional Indian social security has 
been the ‘joint family' system, the caste 
system, the village community and the 
religious endowments. An estimated 75 per 
cent of Indians may still be living with their 
children | Martin 1988], Although before 
independence, there was a workers’ 
compensation legislation to compensate for 
injury while on work, and al.so there were 
some occupational pensions for the civil 
.servants and railway workers in which lump¬ 
sum payment was made on retirement, no 
organised pensionary qrrangement existed. 
Only after the independence in 1947, some 
serious thinking was done on the subject. In 
1948 the first legislation known as the 
Employees State Insurance Act was enacted. 
A true .social insurance scheme with contri¬ 
butions from the workers and employers, it 
was also partially government financed. 
Al.so in 1948 and laterin 1952, the Employees 
Provident Fund and Miscellaneous Pro¬ 
visions Act wereenacted. These were finan¬ 
ced by the contributions of employer and the 
employees and provided a lump sum payment 
to the contributors. Some other Acts such as 
the As.sam Tea Plantations Provident Fund 
and the Seamen’s Provident Fund Act in 
1966 were also passed. 

In 1972, the Gratuity Act was enacted 
which created a fund linanccd solely by the 


employers and gave another lump sum 
payment to the retiring members..^ 

Except for some schemes such as the Kerala 
Agriculture Workers’ Scheme noted above, 
most of these schemes arc lot the workers 
in the organised sector. This itself excludes 
the entire agricultural workers population 
which is over 85 per cent, 

V 

Conclusion 

In sum. the discussion above highlights 
that the problems of old age pension schemes 
arc so varied and so specific to the countries 
concerned that no simple answer is possible. 
Rut i 1 one is tocomc up with some conclusion 
it can be .seen that the successful programmes 
have been where the target of the scheme 
is well focused and .some preparatory steps 
have been taken, .such as in Chile and 
Singaptirc. Perhaps the Chilean model was 
successful because it was a manageable one 
and Ihc variety of administered pension funds 
induced sufficient efficiency and competition 
that is generally missing in run-ot-the-mill 
publicly managed pension programmes. If 
this is a necessary, may He not sufficient, 
condition, then many bigger countries like 
India and Indonesia should start thinking of 
starting similar programmes at the pro¬ 
vincial level. Then onoe this is taken care of. 
sufficiency can be achieved by keeping these 
programmes in private sector and the 
government in vol vement to the minimum by 
laying down the ground rules. 
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REVIEWS 


informalisation’ of the Workforce 

Ravi S Srivastava 

Footloose Labour: Working in India’s Informal Sector by Jan B reman; Cambridge 
University Press, Cambridge, 1996; pp ix + 278, price unstated. 


THIS book continues Jan Brenian’sjonrney 
among the disposses.sed in south Gujarat. It 
is about “wage labour in the lower echelons 
of the non-agrarian economy of si >uth Gujarat 
towards the end of the 20lh century”. The 
picture ot the living and working conditions 
portrayed by Breman is far more disturbing 
than that which emerges from .several other 
accounts which focus on the dynamic 
elements of this region as well as the stale. 
He also draws atlcnlion to increased labour 
mobility and migration in recent years, both 
drastically understated in otficial statistics, 
and analyses the implications of this 
phenomenon 

The vertex of Breman's study are the two 
villages ot C'hilkhligam and Gandevigam. 
from where he traverses into the neighbouring 
countryside and towns in the districts of 
Surat, Valsad and Dang, and further to sites 
in the neighbouring stale of Maharashtra. 

The exp'*ctations of transition from 
agrarian to industrial labour upheld by 
theories of dualism were belied, according 
to Breman, by the continued existence of a 
large mass of unorganised and unprotected 
workers about whom little was known. 'Fhese 
were by far the largest mass ol workers in 
the landscape of south Gujarat, constituting 
around two-thirds to three-quarters of the 
non-agrarian workforce. In revisiting the 
informal sector concept [Breman 19701, 
Breman refutes the characterisation ol this 
sector as urban and non-agrarian in which 
self-employmcni was the principal intnle of 
employment His estimates show wage 
labourers (including those working under 
putting-out systems) as being twice as 
predominant as self-employed workers. 

Exploring the nature of shifts in the 
occupational slructiirc of halpati labourers 
between the early I96()s and the late l9K().s 
inhistwooriginal fieldwork villages, Breman 
finds the following main features: (I) a 
reduction in agricultural employment and a 
shift from agrarian to non-agrarian work, 
mainly as casual labour; (2) incrca.scd casua- 
lisaiion of agricultural hibour; (.1) increased 
mobility of labour; (4) a reduction in agri¬ 
cultural employment opportunities for 
women and their presence predominantly in 
lower paid, unskilled jobs. 

Three types of labour out-migration arc 
distinguished in the study region; (a) daily 
commuting; (b) seasonal circulation; (c) semi 


or permanent sclilcincnl el.scwlierc. The 
strati llcation of the job market, which restricts 
the lowest social groupsto low paid, unskilled 
and casual jobs, implies that the buidcn of 
rcprcKluction of these groups continues to be 
principally borne by the ruial areas and very 
few halpatis arc able to shill permanently to 
the urban areas. On the other hand, a 
.signilicant peiccntagc ol halpatis and other 
low caste labourers in the study villages and 
the region seasonally migrate to brickworks, 
saltpans, quarries, urban casual labour 
markets, the destinations having become 
mtirc diverse m the last few decades. The 
labourers leave ‘heir homes after harvest at 
the end ot the monstKin and return about 
seven months later, belore the onset of the 
next ratny .season. 

The tctiqiorary departure ol local labourers 
to distani destinations is caused not by dearth 
ol local employment opportunities but by il.c 
fact that “a growing number of workplaces 
Within the region are occupied by labourers 
brought in from far away destinations” (p 
48). Focusing on the inmigration brings a 
similar conclusion: (he inmigration of 
lahoiircrs i.t often matched hy outmigration, 
.sometimes to the vciy .source areas from 
ss’hich migrants hare arrived, a point al.so 
brought out lorcclully by Rensje Tcerink in 
her study of migrant cane cutters in parallel 
circuits from and to Khandesh and .south 
Guiaral |Tecrink 1990). The mass exodus 
and influx of cheap labour is an oiilstanding 
characteristic of the economy of south 
Gujarat; 

In 1984. at the end ol the country luad that 
linksChikhligam with the highway and barely 
.5 km from the village. I found a brickworks 
that had only recently been opened and whose 
workforce consisted entirely ol seasonal 
migrant labourers. In the initial years these 
were principally Khandcshis. A new ownci. 
whom 1 met on my reliiin in I9K6, gave 
picfcrenccio Ka liawadis.and had recruited 
about 100 workers fiom Bhavnagar. 
Paradoxically, the arrival of these newcomers 
was countered hy the departure of almo.st an 
equal immbci of Halpatis and Dhodias from 
Chikhligam to other destinations, including 
Bhavnagar, to seek work in the brickworks 
there! In the same way I found that the 
Kodi nagar sugar factory i n western Saurashtra 
imixirts gangs of cane cutters all the way 
from the Panch Mahal district bordering on 
Madhya Pradesh at the same lime that a huge 


army of seasonal migrants has to leave the 
peninsula in order to sut vi vc in the dry winter 
months. The mechanism that sets this flow 
of similar labour going in different and 
sometimes oppositcdircction.rcquiresfurther 
explanation (p 82). 

This two-way mobility which at rir.st sight 
perhaps makes an extremely amorphous and 
dilfu.seimprc.s.sion. proveson further analysis, 
according to Breman. not in the least chaotic 
but, on the contrary, well simetured and 
embedded in the speci l ie capitalist dynamics 
of the economy. 

An examination of the major informal 
sector industries in the informal .sector btith 
m the urban and rural milieus, brings out 
important features and changes in the 
employment structure. One important feature 
IS the replacement ol local workers by 
migrants over time. Sural city, with two 
major industries diamond cutting and 
polishing, and artificial silk production, 
together estimated to provide 40 percent of 
the w'orkforce - has according to Breman’s 
estimate 70 per cent of its one million 
workforce in the inlornial sector, hall the 
remaining being wage workers m the formal 
sector. The city attracts large mimlx:is ol 
migrants “like a magnet”, most of whom 
come trom other states - Maharashtra. I lllar 
Pradesh. Orissa. R;ijasthan or Andhra 
Pradesh. The average migrant is a male 
worker between 1 5 and 25 years td age Most 
of the migrants live m poor conditions and 
their large itillux has led to a rapid expansion 
of slums. Breman investigates two major 
informal sector industries - textiles and 
diamond cutting and polishing. The art silk 
industry in Surat (textile powcriooms ami 
the dyeing and printing industry) employs 
around 2,45,000workers. The llrst gcneraiion 
of workers in the textile industry came Iroir 
Sural ilsel fund nearly one-third were halpatis. 
but over lime migrant workers have replaced 
the Suruti workers Intermediate and low 
caste workers from Orissa alone formed jtxHit 
iwo-llfths of this workforce. The condition.i 
ol life and work of the textile labourers are 
wretched.'lltey work 12-hourshiIts, recei ved 
low w.agcs and none of the social security 
benents accruing to workers in the formal 
sector. In the diamond industry employing 
about 90,000 workers, Uxt, local workers 
were gradually superseded by workers from 
other districts. More than half come from 
.Saurashtra or the north of Gujarat and be.long 
generally to the peasant castes, while the 
landless castes such as the halpatis have 
negligible representation in the indu.stry. Most 
of the diamond cutters and powerloom 
operators arc regular (but not permanent) 
workers whose employers (but not theirtrade) 
change quite frequently. On the other, there 
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is a diverse category of workers in the 
informal sector including casual labourers 
and irregular migrants who take up a variety 
of jobs. 

Tire countryside, too, witnesses a similarly 
massive inflow of migrant labour. An army 
of workers, nearly 1,50,000, trek through the 
central plains during the canc cutting season. 
Here too halpatis employed in former times 
have over years made way for outsiders. 
Their conditions has been described by 
Brcman in detail elsewhere fBreman 1979, 

1985,1990]. The building and repairof roads 
also draws lai ge numbers of migrant labourers 
- iribals from the Panchmahal di.stricis and 
Kathiawadis from the western peninsula of 
the stale. In the stone quarries, loo, the most 
.significant change in recent years was the 
replacement of local by migrant workers, 
organised into work-gangs led by a ‘thekedar’ 
who is also responsible for the recruitment. 
The production cycle is interrupted for two 
months in the rains when work in hindered 
by lltKtding and is no lunger related to the 
local agricultural production cycle. In most 
other places, too. Brcman notes that quarries 
are often oitcrated by long-distance migrants. 
The brickyards fall into two categories 
dc|iending on the type of technology. The 
brickworks, specially the large-scale units 
follow a complicated division of labour and 
over lime specific activities have been more 
or less reserved lor migrant labour Irom 
other areas in Gujarat, Rajasthan, Khandesh. 
Uttar Pradesh, etc. There has al.so been an 
increase of migrant labourers into agricultural 
and horticultural o|terations estimated to 
increase the local labour force by one-fifth 
to one-fourth. 

The job market for Iwal workers is quite 
stratified and social groups with better access 
to resources and education are concentrated 
in relatively better jobs while the lack of 
these assets reslricts members of low-status 
social groups such as halpatis to low paid, 
unskilled and casual jobs. Thus, for locals, 
"...one's position in the agrarian order, i e. 
ownership or non-ownership of means of 
production expressed in amount of land, is 
determinant for access to employment and 
to the monetary yield that it offers in other 
sectors of the economy” (p 179). In the ca.se 
of migrants as well, horit^ontal stratifications 
are generally pre.served as workers move 
from rural to urban milieus. Schooling and 
resources again act as two important barriers 
in the poorer social groups obtaining on-job 
training and skills which could lead to the 
semi-permanent jobs. Access to formal sector 
jobs often requires payment of large 
premiums while the poorest groups require 
credit and advances to meet consumption 
and other requirements. Hence: 

In the lower echelons the labour scene is thus 

characterised by stnmg differentiation which 

is liorizontal in nature. The landscape is 


rather flat, by which I mean the absence of 
vertical .stratification. As a result, the great 
mass of people ate trapped in a work 
environment that offers almost no pro.spcct 
of improving their position (p 117). 

The informal sector, Brcman notes, is 
dominated by simple and obsolete 
technology. Most employers lace an uncertain 
market and are dependent on traders and 
mercli.mts for their orders. By keeping their 
fixed costs low, and the si/.c of the labour 
force variable, they can easily pass on the 
risks of production to this class. In the 
workforce, few workers come into contact 
with machines but those that do. or those 
who possess some skills receive higher wages. 
Few women enter higher paid jobs even in 
the informal sector, and even in the low 
category jobs they were being steadily 
replaced by male migrants. He provides 
eviilcncc of the marginalisation of female 
labour in the entire range of activities studied 
by him. The labour regime in the informal 
sector, with work hours extending anywhere 
from lUto 16 hours in most industries, seems 
to have further intensified in the recent years. 
Working conditions arc extremely difficult 
and degrading, mere so for women and 
children. 

Brcman devotes specuil attention to the 
mediatory mechanisms that bring the 
labourers into contact with the employers. 
These arc (Kcasionally informal, but more 
often than not recruitment is organised 
through middlemen - mukaddams. thekedars, 
etc. The activities of mukaddams sourcing 
laboui from the study area for brickworks 
has been studied in some detail. The 
intermediaries (the mukaddams) play a role 
not only in recruitment but also m extracting 
labour and disciplining the labour force. 
Labour commitments ate obtained for 
specified periods though ad Vances. This debt- 
bondage has some semblance to the earlier 
‘hali’ .system which however implied an 
indefinite relationship but even here the debt 
relationship may roll over into subsequent 
sca.sonsandassigilments.This 'neo-bondage' 
is less pcr.sonaii.scd, more contractual and 
monetised, withclcmenisofpatmnagc absent 
from the relationship. 

Brcman shows that rural and urban labour 
markets arc increasingly linked through 
horizontal circulation. The enormous trek of 
temporary workers may appear to be a wa.stc 
in terms of time and money but one has to 
remember that the ctist of this journey is 
borne by the labourers themselves. 

bespite the growing linkages between 
the urban and rural labour markets, the 
markets are not generalised but instead 
segmented in various ways. In focusing 
on the characteristics of the migrant 
labourers Brcman shows how segmentation 
tends to develop along ethnic and communal 
lines. The overall tendency of the labour 


market is to he broken into 'circuits of 
labour; 

With the exception of irregular mobile 
workers at the bottom of the mini hierarchy 
who move individually or in groups in search 
of work, the informal scctoi is broken down 
into various circuits of labour, which 
nolwithslanding the low degree ol skill 
required, have little linkage with one another 
(p 144-4.5). 

Only focusing on the employer-employee 
nexus, however, would not do lusticc to the 
more encompassing setting in which capital 
and labour are bi ought together over the 
boundai ics of segmented economic circuits. 
Un- or low-skilled workcis kc|>t mobile at 
the bottom of the infoimal sccioi are tietl via 
lobbers, foremen and other labour agents to 
industrialists who. in their turn, i emain bound, 
bill precai lously .so, to traders and olhci capital 
owners connected to oi even I irmly 
established in the forinul sectoi of the 
economy. The whole set ol relaiion.ships 
constitutes the essence ol nicicantilc 
capitalism which, while severely restricting 
the hai gaining power of labour, provides 
capital with maximal freedom lor manoeuvre 
(p 1.59). 

Thus the basic rationale for the growing 
inlormalisation, two-way mobility and 
segmentation, is to be found in the nature 
of entrenched iT)crcaniilc capitalism, just as 
mtcmational migration has been embedded 
in the structure of international capitalism 
{.Sassen 1988;Piore 1991)). Capitalcsts operate 
in uncertain maikets in which the capitalists 
operate, under circumstances in which they 
are highly dependent on ti aders. Casualisation 
of labour is one of the strategics favoured 
by petty commodity entrepreneurs to shift 
both risk and cost of production on to workers. 
Another reason tor continued informalisation 
IS to keep their businesses away Irom .state 
.surveilinnee 1'lius most enterpiises in the 
informal sector escape regulation of any kind 
- the informal sectoi could well be dubbed 
the unregulated sectoi. Labour control 
mechanisms favour the recruitment of 
migrant labourers, uprooted from their local 
sun'oiindings and transported hundreds and 
even thousands ol miles away to their new 
locations (cl .Standing I985|. 

Brcman goes on to explore stale’s olfoits 
at egulating work conditions in the informal 
sector and in providing a mmlicum of welfare 
incnsurcs. Measures examined include 
minimum wage legislations; measures to 
regulate working conditions in specific 
industries such as biickworks, cane 
harvesting and quarries and other labour 
legislations Both in the formulation and 
implementation stages the measures are 
heavily weighted in favour of employers. 
Nor do other welfare measures provide even 
a modicum of .social security to the workers. 

The footloose proletariat reacts to the 
control over them exercised by employers 
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by uttcmpts to csctipc it. This is done in 
vaiioiis ways Annual hirin servants show 
prel'erence lor the riskier day work. I’leee 
rates are prclerrcd also by workers because 
they imply Icssdireci e.xtemal control. Scott's 
weapon.' ol the weak (lethargy, iiuiactability. 
ricklencss. etc) are frequently employed by 
the woikeis. Opportunities to own small 
pioductive assets, particiilaily laiul, are 
valued because they give gieater nianocuvi- 
ability. liven though labour has meagre 
countervailing power capital .ind 

organising this labour has intnnsicdi 11 iculties 
but in many cases studied by Breman. 
labourers s|iecially imgranis had been in the 
forefront ol struggles to improve then 
conditions 

His investigations into wage and em¬ 
ployment conditions led Breman to believe 
that the increase m real wages have been 
countered by a ilecline in employment 
opportumliesinagritulture. Non-agi icultural 
wages are higher and as tamily piece wages 
constitute a faiily high pioportion of total 
wages. But theie is considerable hciero 
gcncity ol work and ditferencc m wage rates 
in the inloimul seetor and an t'.slimalrd 50 
per cent oj llw Uibour fonv livc'i Jar hvlow 
thepoveiiY tine. Thus, the inescapable overall 
eonelusion. 


.The de.seriplion and analysis presented 
locus on a region in India which has shown 
rapid and sustained economic growth. During 
ihe Iasi thirty years these dynamics have 
provided greal benefit to owiicis of capital 
but without Imulamcnlally tediieing the 
degtcc of exploitation of labour In the total 
pKxIuelion costs, the proportion ol wages 
has declined lather than risen during the 
pciiod. The lorce with winch the piocess of 
social II unslormation i.ssoiUiiuiinginamlcsts 
a brutal and picdaloiy type ol capitalism 
1 p 26.f 1 

Despite growing evidence of increasing 
labour mobility and inigrulion, and 
inlonnalisution of the workforce, lew other 
.studies have brought out the systematic 
features of the.se phenomenon, woven into 
capitalist dynamics m this part ol India, but 
peihaps also gcneralisable to othei pails. 
More iinporianl, Breman has locu'cd on the 
failure ol the state to piovide a modicum ol 
welfare to workers in the informal sector 
llisaeeountendsiantalismgly in l‘W2leaving 
unanswered questions relating lo the impact 
ol leccni structural adjusimom policies on 
the entire gainiil ol issues 
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For a Financial System That Works 

N J Jhavcri 

On Improving the Effectiveness and Efficiency of the Financial System 
in India by V V Bhalt and A Hasib; Indian Council for Research in Inter¬ 
national Economic Relation, New Delhi, 1^)94; pp vii + 118. price not 
mentioned. 


ALTHOUGH reformers have been at it for 
a while, the process of reforniin)’ tlic Indian 
tlnaneial system will remain centre stage for 
quite some more lime. Let alone suggesting 
temedies, even understanding its dillerenl 
elements, m all iheir complexity, is a 
challenge. What Bhatt and Hasib deserve 
compliments for is the case with which they 
have traversed a wide ground in an 81 -f. igc 
monograph (excluiling the appendices). They 
have described the main elements of the 
financial .system, highlighted its strengths 
and weaknesses and also presciibed what 
needs to be done 

Bhatt and Hasib give good marks to the 
Indian rmaiiciul sy.stem for a "well diversified 
structuie ol tinancial institutions and 
instruments" and "mobilising domestic 
resources quite well”. As evidence of this 
the authors pieseiil several indicators - 
increase in the ratio of financial assets to 
gross domestic piodiict from 02 per cent in 
lOXI 10 ‘)4 per ccni m 1990, niciease in the 
financial intcimediation latio liiet increa.se 
in financial a.sscts to net capital formation) 
Irom 0.98 in 190.'i-00 to 2 SO in 1990, which 
"maiginal tinancial mieiielalions ratio is 
comparable with the average tinancial 
inteiielations ratio m the USA”; increase in 
the household sector’s savings in financial 
assets as a proportion of GDP and in more 
banking lacilities per capita. But, the authors 
lament, instead ol building on these strengths, 
the pcrlormancc ol the commercial and 
development banks 'us been characteiised 
by inelliciency. 

While the iiietficicney and tinancial 
weakness ot public' .sector banks is by now 
a subjcclot common knowledge to customers 
and Unancial analysts, it may be a revelation 
to some that even the ICICI, “which is the 
most cflicieni development bank in Indi'.i', 
according to the authors, is beaten hands 
down when its |H^rtormancc, as measured by 
completion of projects in time and with 
minimum varianectooriginalco.st estimates, 
actual return earned by assisted projects 
compared to cx ante projections, economic 
rale of return and exports, is benchmarked 
to the Korea Development Bank. What is 
the reason? According to the authors, the 
biggest dcfieicncy of the Indian financial 
system is lack of skills in evaluation of 
credit risk.monitoringofassistance,inability 


to anticipate problems fot acting pro 
actively. In then view, part of the reason is 
that "institutions do not seem to have rea¬ 
lised the significance’’ of “appropriate 
lending eritena”. This indictment, besides 
being sweeping, is loo simplistic a diag¬ 
nosis and hence some ol ihcir prescriptions 
arc tiKi. 

The authors pre.sent their remedies ‘On 
Rc.stnicluring the I'inaiicial System’ iii 
I’art II. Some ol the.^e now form part of a 
‘standardised recipe’ of a reforms packtige 
At least one of the authors, relercnccs to 
whose work are there throughout the book, 
has made many of the suggestions earlici. 
Applicability of some of the remedies is. if 
anything, moie iloubiful now that refoim ot 
the financial sectons taking some shape. F'oi 
inst.ince. the .suggestion for selling up a 
National nevclopment Bank, particularly 
for public scctoi projects, is less relevant 
when public sector projects aic now being 
asked to join the same tjueuc as jirivaic 
sector projects seeking linancc. By itscll. a 
new institution seldom solves structural 
problems. 

While there is room for improving the 
quality ot evaluation ol piojecis, no amount 
ol sophistication in apprai.sal skills could 
have coped with tnefficient import 
subsliliitinn. erratic policies and fiscal and 
sii ucliii al imbalances, the root causes for the 
failure and high cost of Indian industry 
Having said that, one wholeheartedly 
endorses the emphasis on autonomy, private 
sector's particijlalion as sharcholdcis and 
greater Itansparcncy and more rigorous 
accountability in the lunctioniiig ol 
institutions. 

Bhalt ami Hasib rightly stress deregulai ion 
of interest rates, but one is not convinced 
about tlicii arguments f()r“admii)isleied rates 
of deposits". According to ilic authors, 
depositors Irom “low and middle incoiiic 
groups" save out of “transaction and 
precautioniiry motives" ami hence would not 
reduce their savings in the foim of deposits 
becauseofafallinrealretiiinshouldinnalion 
go beyond the secular trend, whereas 
relatively rich savers would be induced to 
“dem.md money market and capital maiket 
instruments, thus creating a favourable 
climate for the development tif the money 
ami capital markets”. The dynamics ol 


financial markets, once yon leave n i» the 
players, is not something which can be 
easily comprehended. Model ate though it is, 
the shift from deposits to securitised debt 
instruments, for instance, is not only causing 
anxiety to bankers but the ‘incentives’ 
lequired for it are quite high Despite the 
unsuslainably high return to rich and nol-.so- 
rich savers cuiiently available from debt 
iiistruincnls. there are no signs of cither a 
money miiikel or a debt iniirkel. in tuic sense 
ol the terms, being round the corner. 

The idea of two types of secuiiiies, one 
carrying sub-niiirket rate and another market 
rate, is interesting but whether this partial 
pre-emption would automatically result in 
"wisedy invested” public lunds is debatable. 
The authors' caution regarding entry ol new 
banks would have made mote sense if this 
coniinenl were a result ol obieclive analysis 
of multi-player systems and examin.ilion of 
the case ol rcoigains.ilion ami lestiuctiiring 
of the existing proliferation ol institutions 
essentially doing the .same thing 

A monograph ot this size attempting to 
deal with the entire linaiici.il sy.stem and 
making suggestions tor remedying its ills 
would have been a lailtire il less tiualified 
authors h.ul handled the subieet. Even so. al 
places there is kick of ileplh. One ol the most 
important omissions, maybe because it i'-. not 
aiiart of the institutional system, is the impact 
ol the capital market and the threat which 
the conventional system laces in the form 
ol ■disintermediation’. Ilowwilltheexisting 
financial system, with several of its 
deficiencies, cope with this as well as 
uneeilamties and volatility winch are typical 
of free markets, nil the more so in the context 
of an otx.*n economy, is a bi.e question. There 
arc several gaps in the liiiancial sysiem, for 
insi.inee. mechanisms lot linancing start¬ 
ups where the iisk-rewaid ratios are high, 
for financing distribuiion and trade, for 
I mam mg acliv ities which do noi create assets 
and soon Not only do the conventional parts 
oflhelinancial system need surgery, but «lso 
neeiled is diveisiticaiion in a number of key 
are.is. 
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Party Strategies in the Uttar Pradesh 
Assembly Elections, 1996 

Kanchan Chandra 
Chandrika Pannar 


Given that ethnic identity in the form of caxte and religion is not likely to disappear from national politics, 
the key question is whether ethnic mobilisation can be successfully separated from ethnic polarisation. 

The last Vidhan Sahha elections in Uttar Pradesh present a case wheie political parties attempted precisely 
this separation. Although each political party constructed the electorate as a collection of ethnic blocs, and .sought 
to expand its vote share b\ targeting certain blocs and ignoring others, the identification of the ethnic 'other' 
that has in the last few years proved a highly succes.sful strategy in UP politics was conspicuously absent. 

Understanding the considerations that led to this shift in UP may prove useful in illuminating the possible ways 
in which caste and religion may affect the trajectory of Indian politics at the national level. 

This article argues that, unfortunately, the conditions that led to the moderation of political party hehavioui 
in UP are not stable. An analysis of the election strategies oj each of the principal parties or groups of parties 
reveals that for all parties, except the Congress, the incentives towards moderation were a product of immediate 
circumstances that are likely to change, rather than structural conditions that can be expected to endure. 


SINCE the Mandal Commission Report 
announcement and the ‘rath yatra' of I WO. 
ethnic' identities (i e. identities based on 
caste and religion) have entered (he national 
arena through the language ol polarisation; 
a pro-Hindu stance has gone hand in hand 
with an anti-Muslim one, a pro-backward 
caste position with an anti-‘forward’ one, 
and a pro-‘Bahujan’ platform with an anti- 
'Manuvadr one. It is arguably this we-they 
rhetoric, this idcntilkation of the ‘outsider’ 
in order to build a community of ‘insiders' 
that is the most disturbing aspect of ethnic 
politics as it has come to be practised at the 
national level in India. Political mobili.sation 
on the basis of caste and religion perse need 
not be inimical to the health of Indian 
democracy. Such mobilisations, by em¬ 
powering marginalised or dissenting groups 
and giving them a stake in the continuation 
of the system, can work in practice to 
strengthen democracy. When (he mobi¬ 
lisation of one group takes the form of 
aggression against another, however, the 
resultant conflicts at the social and political 
level put serious strain on the durability and 
legitimacy of a democratic system. Given 
that ethnic identity in the form of caste and 
religion is not likely to disappear from 
national politics, the key question now is 
whether ethnic mobilisation can be succcs.s- 
fully separated from ethnic polarisation. 

The recent Vidhan Sabha elections in UP 
present a case where political parties 
attempted precisely this.separation. Although 
each political party constructed the electorate 
as a collection of ethnic blocs, and sought 
to expand its vote shai,. by targeting certain 
blocs and ignoring others, the identillcation 
of the ethnic ‘other’ Uiat has in the last few 


years proved a highly successful strategy in 
UP politics, was conspicuously absent The 
Bahujan Samai Party (BSP) tried to win over 
daliis, Muslims and backward castes, but 
without crusading against upper castes us 
their common oppressor. The Bharatiya 
Janata Party (BJP) sought votes from across 
the spectrum of Hindu caste groups hut did 
not attempt this time to cun.solidate Hindus 
by mobilising them against Muslims. And 
the Sainajwadi Party (SP), the main face of 
the UF in UP, far from deepening the wedge 
between the minority ‘forwards’ and the 
majority ‘backwards’ that it had driven 
earlier, now proini.sed to include .sections of 
the ‘forwards’ in rc.scrvations in government 
jobs and educational institutions. 

Why did political parties in UPmove away 
from their eailicr polarising election 
strategics'.' “Political parties are not a 
congregationofsaints’’, the working president 
of the Janata Dal reminds us. “We arc in 
politics to attain power’’.-’ What was it about 
the pursuit ot power in UP in lhe.se elections 
that ga''e political parties the incentive to 
moderate thcii methods of mobilising 
support’.' Understanding the considerations 
that led to this shift in UP may prove useful 
in illuminating the possible ways in which 
caste and religion may affect the trajectory 
of Indian politics at the national level. 

This article argues that, unfortunately, the 
conditions that led to the moderation of 
political party behaviour in UP arc not stable. 
An analysis of the election strategies of each 
of the principal parlies or group of parties 
in UP reveals that for all parties but the 
Congress, the incentives towards moderation 
were a product of immediate circumstances 
that arc likely to change, ratherthan structural 


conditions (hut can be expected to endure. 
Further, there are now stronger incentives 
fur the BJP to abandon the moderate strategy 
- and it needs only one party to upset an 
unstable equilibrium. 

A word is nccessc.ry on the .scope of the 
study of election strategy presented here. 
The term election strategy as we use it has 
three components: alliance behaviour, 
candidate selection and the election 
campaign. When discussing the election 
campaign, we focus exclusively on the 
generalised message that political parties 
.send out at the state level, reconstructed 
through a close reading of reports in UP and 
national newspapers of election rallies, 
manifesto releases, and other public 
pronouncements by party leaders, and 
ilcldwork during the 19Q6 Vidhan Sabha 
elections in UP conducted by Kanchan 
Chandra. Although the paper is also informed 
bv fieldwork conducted at the constituency 
level, we do not discuss here the specific 
messages transmitted in a constituency 
through the choice of candidate, door-to- 
door campaigning and the distribution ot 
patronage. This is because we arc concerned 
primarily in the manner in which political 
parlies in UPutilised caste and religion overtly 
to construct statewide ethnic constituencies. 
The hxial campaign, intended by definition 
for a re.strictcd audience, is therefore not 
addressed in this article. 

The article is organised as follows: For 
each party or group of parties (the INC, the 
BSP the BJP, and the UF) we first present 
an assessment of the initial position with 
which it approached the Vidhan Sabha 
elections by outlining its support base among 
caste and religious groups in UP in the 




preceding Lok Sabha elections. Ml data on 
caste voting patterns is taken fcom a 
nationwide post-poll survey conducted by 
the Centre for the Study of Developing 
Societies in June 19%.’ We then sketch the 
options available toeach party forexpansion. 
and describe the strategy actually employed 
by the parly. Finally, we analyse the 
considerations that guided these strategic 
choices over the alternatives. 

Indian National Conorkss 

The INC peered out at the UP Vidhan 
Sabha elections from a [xisition of weakness. 
Its shaic of the vote in UP, on a downward 
trajectory in both parliamentary and assembly 
elections since independence, had hit a low 
ofS.I percentinthe l996LokSabhaelcrtion.'' 
The most recent drop in voles, as the Congress 
itself acknowledged, was a consequence of 
the gradual dc.scrlion of Congress by each 
of ihe three groups that hud hi.storically 
constituted its electoral base in Ihe state; the 
brahmins lelt Congress I'oi the BJP, the 
schcduledcastes t'orthe BSP, and the Muslims 
for the SP,' Table 1 summarises the small 
percentage of each of titese groups voted for 
Congress in the IW6 Lok Sabha elections. 
For an umbrella party which derived us 
electoral victories by building coalitions out 
of dispaiatc social groups. Congress faced 
a basic threat to ils survival m Ihe state when 
confronted with the phenomenon of 
individual groups ducking out from undci 
Ihe umbrella to join narrowly defined ethnic 
parties. 

Although It had shrunk heavily, however, 
the (-ongress vole ba.se i etai ned I he character 
ol a rainbow coalition. Of the 8.1 per cent 
votes that it obtained in the 1996 Lok Sabha 
elections, 28 (Krcent came from upper castes, 
12 per cent from yadavs, 27 per cent from 
non-yadav OBC's, 21 percent from scheduled 
castes and 11 per cent from Muslims. Chart I 
illustrates the diverse character of its support 
base. The fact that Congress was not identified 
as the champion of the interests of any 
particular group was a mixed blessing. On 
the one hand, it was a liability in the highly 
segmented politics of UP, where several 
groups had begun to develop a strung sense 
of their ethnic identity, and were mussing 
around political parlies whom they perceived 
as representing their particular interests. On 
the other, it left the Congress free to seek 
expansion in any direction, unlike other 
political parties whose strong identification 
with one or more communities constrained 
their expan.sion among others. 

In the event, the party made a strong effort 
for the support of dalits, minorities, and the 
'weaker sections'. It courted dalits and 
backwards through the formation of an 
alliance with the BSP {Asian Age, June 12, 
1996.1 and the vigorous and unconditional 


backing of Mayawati as the chief minister, 
the central plank of its election campaign.'' 
Muslim support was sought by making ‘anli- 
communalism' a central part of its election 
campaign, and by promising a separate 
reservation quota for minority OBCs in its 
mani festo.’ Congress’ strategy towards upper 
castes was more complex. Utile effort was 
made to appeal to upper ca.stcs in ils overt 
election campaign: the election alliance with 
the BSP and Ihe unconditional backing of 
Mayawati as the chief minister was hardly 
a signal calculated to win back upper caste 
support, and not a single report on the 
Congress’ election campaign reveals any 
attempt to even address upper castes let alone 
offer them inducements to return. Although 
the upper castes weic nut pursued in the 
party’s overt campaign, however. Congress 
was careful to retain their support through 
Its distnbulion of tickets. Two-lhirds of its 
125 tickets were allotted to upper casic 
candidates," ensuring that although uppci 
castc.s may nut have been menlioned in the 
election rhetoric ol the party, they were 
strongly represented in the face that the party 
actually presented at Ihe consliluency level 

Viewed comprehensively, then. Congress 
.strategy in the UP elections remained an 
umbrella strategy, lavouring dalits, 
backwards and minorities at Ihe overt level, 
and upper castes at a less publicised level, 
giving all sets of groups a slake m a C ongress 
viciory. The incenlivesfortheovert emphasis 
on dalits and minonties rather than the upper 
castes in Congress’ strategy seem to be clear, 
A campaign that promi.sed to cater to both 
simultaneously seemed beyond the capacity 
of Congress: any attempt to portray upper 
caste interests as complementary with those 
of backwards tind scheduled castes in post- 
Mandal India would require a strong 
ideological offensive that Congress, with its 
discredited leadership and weak organisation 
was not in a position to mount. Faced with 
a choice between the two, the Congress 
understandably bet its electoral fortunes on 
scheduled castes, backward castes and 
minorities who, with their numerical 
predominance and their rapidly rising 
political consciousnc.ss. promised greater 
possibilities for statewide and nationwide 
expansion than the upper castes. At the same 
time, the Congress’ predominantly upper 
caste leadership and candidate base in UP 
ensured that, at least at the de facto level, 
the party could not jctlison the upper castes 
in its pursuit of power but had to pursue a 
strategy that incorporated their inteicsts as 
well. 

From an analytical perspective, the only 
'polarising’ option that was available to the 
Congress party war. to play a pro-Hindu card. 
Although Congress has historically been quite 
willing to swing towards a pro-Hindu image 
when it is judged to be politically prolllablc,'' 


there seem to have been tew advantages to ?; 
this course of action in the current scenario. 
In the first place, the continued potency of ^ 
the Hindu appeal in UP was by no means ^ 
clear. The BJP itself had judged it imprudent 
to rely on the Hindu card in these elections, ^ 
a signal that could hardly have Iteen lust on - 
Congress. Even if the pro-Hindu card was | 
judged to be profitable, however, the« 
Congress faced further disadvantages. As a ] 
competitor ol the BJP for Hindu voles, it ran 
the risk of sacrificing its remaining Muslim 
vote in UP and nationwide, without 
necessarily being able to project itself to 
Hindus as a better alternative. And by playing 
the pro-Hindu card in alliance with the BJP, 
the Congress would risk the stability of the 
government at the centre as well as its micmal 
unity. Such a move would almost certainly 
rob the Congress of any hope ol winning 
hack the splinter groups (the TMC. the 
Congress (Tiwari) and the MPVC) ihat were 
now members of the UF government. And 
It might cost the party the allegiance of the 
numerous leaders within Congress who are 
opposed to the pro-Hindu card on principle 
as well as the support ol its state units where 
the BJP formed the main opposition party. 
Of all the parties contesting the UP elections, 
then, the Congress was most strongly rooted 
by internal add external compulsions, in the 
centre. 

Baih'jan .Samaj P-srty 

Having more than doubled its Uik Sabha 
vote in UP. from 8.7 per cent m 1991 to 20.6 
per cent in 1996,'" the BSP welcomed the 
Vidhan Sabha elections as a party in the 
ascendant. Whtle the Congress vote was 
spread across the social specimni. Ihe BSP’s 


Tabu I PcRn-snAUi or (’asiis/RilkhouS 
GrouI'S Thai Vodh ior imi INC i.s riifc 19% 
I.OK Sabha liicfTios's in '.Ji iar Praui-sh 



No in Sample 
(Total 1.4 TO) 

Percentage 
that Voted 
for :Nr 

Upper castes 

427 

6.5 

Yadavs 

U9 

8 6 

Non-yadav OBCs 

393 

6.9 

Scheduled c.isies 

2S7 

8.2 

Muslims 

172 

6.4 

Tabu- 2' Pr-RciNTAOt or CastTiS/Relioious 

Groups That Votf.d eor ihl BSP in the 1996 

Lok Sabha Fxtn'ioNS in Uitar Pradesh 


No m Sample 

Pcrccntagi 


(Total 1,430) 

that Voted 



for BSP 

Upper ca.slcs 

427 

0.9 

Yadavs 

139 

4.3 

Non-yadav OBf .'s 

393 

16.8 

Scheduled ca.sles 

257 

63,4 

Muslims 

172 

4.7 



Chart I: INC Von- By Casit, Lok 
Sabha ELimoNs 1996 



Non-yadav 


()B(\ 

27 per tcnl 

vole in till' Lok Sablui elcclions revealed an 
extremely uneven social base. Table 2 
indicates the pciceiuajtcs of the various caste 
groups that voted for the BSP in the Lok 
Sabha elections. As the table indicates, 
scheduled castes were heavily consolidated 
behind the BSP No other caste or religious 
group gave the party such strong support. It 
also obtai ned a res(K"ctablc percentage of the 
voles of non-yadav backwtird castes. The 
party demonstrated little appeal among 
Muslims and yadavs, and among uppcrcasics, 
it had virtually no supfHirt. 

As a parly .searching for ways to increase 
its vote share in UP, the BSP's first option 
would obviously be to consolidate Ms base 
among scheduled castes. As only 21 percent 
of UP’s population," however, scheduled 
caste voters alone could nut ensure a majority 
for the BSP. The other |wtcnlially viable 
constituencies for the BSP .seem to have been 
non-yadav OBCs, who had not ral I ted behind 
any single political party, had indicated some 
receptivity to the BSP in their voting 
bchaviotir in the Lok Sabha election, and 
who were naturally included within the 
parly’s ideological ap[ieal as a party of the 
‘oppressed’. The prospects for expansion 
amongthe Muslims were uncertain. Although 
the Muslims were part of ‘bahujan’ targeted 
by BSP ideology, the BSF’’s acceptance of 
the BJP’s support to form a government in 
UP had damaged its credibility among 
Muslims, most of whom had voted lor the 
UF in the Lok Sabha elections. As for yadavs, 
who were also nominally part ol the 8.*) per 
cent majority that the BSP purported to 
represent, it would be hard for the BSP to 
compete with the SP as a delender of their 
interests. Perhaps the constituency most 
impervious to BSP penetration were the upi^cr 
castes, whose votes had already been captured 
by the BJP and who were in any case the 
ideological antagonists ol the BSP. 

Strangely enough, however the BSP’s 
opening gambit i n the V ulhan Sahha elect ions 
was to announce an al I lance with the ('(ingress 


Party, appearing tocourt through this alliance 
the very upper castes whom it had previously 
opposed (Ai/Vwi/lcc, June 12. 1996). At the 
same time, the BSP refu.sed to consider an 
alliance with the SP, which would have 
brought all parties representing the 
backwards, scheduled castes and minorities 
on the same side. Throughoui the BSP 
election campaign, little ihctoric was u.sed 
against upper castes and upper caste 
domination. Additionally, the paity allotted 
at least one-fiftli (52) of its 297 scats to upper 
caste candidates.’’ 

Rather than construct an electoral m.ajoi ity 
out ol the 85 per cent ‘baluijan’ against the 
15 per cent ‘mamivadr castes as it had in 
Its pievious election campaigns, then, the 
BSr^had cleaily chosen instead to seek voles 
Irom sections ofall castes. 1 ho B.SP’s attempt 
to attract u))pei caste voters went hand in 
hand with clloits to expand its ba.so among 
its more luiliiral conslituciuios. The central 
plank ol the BSP’s campaign m this election 
was the promise to make Mayawati the chief 
miiiisier (the other two planks were anli- 
goondaism, an attack against Mulayam Singh 
'll adav aiul the UF, and anti-comiiiiinalism, 
aimed against the BIPi This w.is a sliong 
signal of the party ’ s commitment to scheduled 
caste voters, who weie also allotted the 
greatest .share of parly tickets (50 pci cent) 
Backward c.istcs were courted by allotting 
them tickets in tilmosl equal proportion to 
the scheduled castes " Finally, Muslim 
support was vigorously .sought by making 
anli-comnuin.ilism a central part ol the 
election campaign, obtaining the enilorse- 
ment ol several religious leaders including 
the Imam ol Jama Masjir' on the assni.mcc 
that the BSP would not come to any posi- 
jioll agreement with the BJP (Asum Age, 
September 6, 1996) and by allotting onc- 
rillholitstickels(52)toMuslimc.indidalcs 

Why did the BSP refuse to consider an 
aliiance with the SP, which was idevdogical ly 
closer to it, and ally instead with a party that 
I', had publicly declared an instrument of the 
upper castes’? One reading of the alliance 
with Congress is that electoral arithmetic, by 
deinonstr.Umg to Kaiishi Ram that the BSP 
could not hope to obtain powei solely on a 
lower caste base, was driving him to make 
his party palatable to the upper castes. Such 
a reading points to the grivlualtranslormation 
of the BSP Irom n angry lower caste party 
into a benign ‘catcb-all’ patty as it is laced 
with the imperative of electoral politics. A 
closer look al the hisloiy, organisation and 
supfMirt base ol the BSP, however, suggests 
that there is a limit beyond which the BSP 
is not likely to seek upper caste support. The 
ideology of the BSP. on the ba.sis of which 
it has recruited party woikers and mobilised 
voles over a period of at least 12 years, is 
buiit anmnd the essential distinction between 
lower and upper, majority and minority. 


oppressed and oppressor. The very definition 
of the term ‘bahujan’ emphasi.scsthisdi.stinc- 
tion; the term is a negative one, including 
scheduled castes, scheduled tribes, theback- 
ward castes, Sikhs. Muslims, and Christians, 
or, as one BSP worker pul it, all those who 
are noi included in the three upper castes."’ 
The grass roots organi.sation of the party is 
constituted primarily by workers from 
scheduled and most backward castes, in 
whom anger against the upper castes and the 
idealism ol social translorination is deeply 
rooted.’’ As Chart 2 indicates, over 90 per 
cent of the party’s votes come from scheduled 
caste (66 percent) and non-yadavOBC voters 
(27 per cent). If (he BSP is to maintain its 
electoral base and its organisational 
cohesiveness, then, it cannot abolish the 
distinction between oppressed and oppressoi 
Rather than reading the BSP’s alliance 
with Congress as an indication ol the gradual 
iranstormation ol the paiiy into an inclusive 
pally with space for all social groups, then, 
It is more convincing to read the alliance as 
(1) a .shorl-iun strategy to catapult the parly 
into a position to lorm a government in UP 
and (2) .is a means to capture Congress’ 
remaining d.dit and backward vole in UP, 
and in other states. In fact, il his directive 
to Congress to give all tickets to brahmins 
IS any indication (T/ic J'iiiw.s of liulia, July 
9. 1966), it .seems Kanshi Ram s imention 
to consolidate the B.SP as a party ol the dalils 
and minorities through this alliance and 
remake Congress from an umbrella party to 
an upper caste party 
If we accept the view that the most viable 
path ol expansion tor the B.SP is as a parly 
ol minoiilies who collei lively consliluie a 
majority, rathei than as a catch-all parly lor 
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No III Sample 

Peicciitagc 


(Total 1.440) 

that Voteo 



for B.SP 

Upper castes 

427 

K7 4 

Yadavs 

1.49 

72 

Nim-y.adav OBCs 

49.4 

41 7 

.Scheduled castes 

247 

86 

Mushiiis 

172 

1 2 

TabI-I. 4 PrRCLNTAOi-. Ol Casiis/Rilioioiis 
Oroi'rs Thai Voir.i) roR im. UF (Incluijino 

(?()N(.Riss (T)) IN lilt 19% Lok Sabha 
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No 111 Sample 

Pcrceniagu 


(Total 1,4.40) 

that Voted 



for UF 

Upper castes 

427 

119 

Yadavs 

149 

72.7 

Non-yadav OBCs 

494 

20.4 

Scheduled castes 

257 

11.4 

Muslims 

172 

72.7 



Jhart 2 : BSP Vote By Caste, UP Lok 
Sabha Elections 1996 

Othci-s 



all castes, (hen it )s clear where the aniipa(h> 
to Mulayatn .Singh comes from. It is not 
simply a matter of peisonal hatred but a 
calculated attempt to weaken the BSP's 
principal political rivals as champions of the 
oppressed by dividing them. As Kanshi Ram 
candidly admits: ‘Both the SP and (he Janata 
Dal are speaking our language. So I think, 
it is very essential for us to eliminate them 
as otherwise they will cut into BSP support. 

The principal 'polarising' strategy 
available to the BSP would have been to lay 
greater emphasis on social justice and casic 
polarisation, mobilising the ‘bahiijan samaj’ 
against the upper castes, as it had done in 
previous campaigns. The principal reason 
for passing over this strategy seems to have 
been the fact that the BSP saw its main 
electoral opponent as Mulayam Singh Yadav, 
and its main electoral objective to "finish the 
Smajwadi Party" (T/ie Timt'.s of India, June 
17.1996). A backward caste leader himself, 
Mulayam Singh was nut vulnerable to attacks 
on behalf of social justice Had the tight been 
a bipolar one again.st the BJP or any other 
party not also associated with the cru.sadc 
for social justice, there is no reason why (he 
party could not have used precisely such tin 
appeal. 

Bharatiya Janata Party 

For the BJP. which was the single largest 
party in UP hut had been stuck at roughly 
one-third of the overall votes cast for four 
elections (.12.8.per cent in the 1991 Lok 
Sabha elections, 31.1 in (he 1991 Vidhan 
Sabha elections, 13.4 in the 1993 Vidhan 
Sabha elections and 33,44 in the 1996 Lok 
Sabha elections),'^ finding a way to increase 
its vote share enough to give it a majority 
of scats had become a critical matter. Perhaps 
the explanation for the plateau in the party’s 
vote share was that it had hi! the point of 
saturation among upper castes, who formed 
its core constituency in UP. As Table 3 
indicates, 87.3 per cent of the upper castes 


voted for the BJP in the 1996 Lok Sabha 
elccvirm. In order to exparrd, vhcrcWwc, the 
parly would have to loirk elsewhere, at the 
non-yadav OBCs among whom it already 
had a significant presence, but among whom 
there was still room tor expansion. The 
scheduled castes, 8.6 per cent ol whom voted 
for the BJP. were a dcsii.ible, but more 
dubious target. The identification of the BJP 
with the upper castes and the strong 
consolidation of the scheduled castes behind 
the BSP made the possibility of penetration 
into this constituency dillicult. As a party 
(hat professed (he ideology of Hindu 
nationalism, however, it was in the interest 
of the BJP to make cl forts to expand its 
support among scheduled castes and so 
enlorce its image of a party for all Hindus 
regardless of caste or creed. The two 
constituencies that may be ruled out at the 
outset as channels ol expansion for the BJP 
weic yadavs and Muslims. Although 7.9 per 
cent of yadavs had voted fot the BJP in the 
Lok Sabha election, Mulayam Singh's hold 
on yadav votes meant that the BJP' s el torts 
to make new inroads in this direction would 
be unprofitable. Muslims weic hostile oi at 
a minimum, impervious to the BJP's appeal, 
only I per cent of Muslims in UP had voted 
for the BJP in the Lok Sabha election and. 
in any case, the basic ideological identity of 
I he party did not lend it.sel f to I he championing 
ol Muslim interests. 

Whatever strategy of expansion that the 
BJP chose, however, would be constrained 
by its heavy dependence on upper caste votes. 
The bulk ol the BJP’s vote m the I ,ok Sabha 
eleciion, as Chart 3 illustrates, came liom 
the upper castes. If the party was to u in over 
new voters without alienating old ones, ii 
had to develop a strategy that successfully 
reconciled the interests of both on a single 
platform. In po.st-Mandal UP. where upper 
and lower castes have increasingly developed 
com|)cting interests, and where the perception 
of such competing interests has been 
reinforced by tlicexbitencc ol political parties 
who have in the past presented themselves 
as the particulnr champions of the lower 
castes, finding such a .strategy places a 
ma.ssivc demand on political cre.itivity. 

Alter a half-hearted attempt at forming an 
alliance with the B.SP.-’" the BJP simply 
ignored ca.ste in its overt election campaign 
It conducted a di I fuse election campaign that 
gave equal emphasis to a laundry list of 
i.ssiics (development, anti-corniption, law and 
order, a riot-free state, the anli-nalional 
activities of the ISI, constniction ol the Ram 
temple, a stable government, anti-casteism) 
and did not cater to any spcci l ie consi i tuency 
In its candidate selection, however, it did 
attempt to address caste more explicitly. 
Although there aie coiinictiiig reports about 
the precise ratio of tickets distributed to the 
upper and lower castes,’' all accounts arc 


unanimous in highlighting the impi ecedented 
casle-hascd \obbying for tickets m the BIP 
in these elections, and agree that the HJP 
gave far greater repiesentaiion to backward 
castes in its candidate selection tlian it had 
ever done in the past. 

The BJP in these elections consciously 
avoided the polarising option ol using a pan- 
Hindu, anti-Muslim banner to unite the 
various caste groups, as it had attempted to 
do in Its 1990 ruth yatra. It chose the 
unimpeachably secular .Samala Parly rather 
than the pro-Hindu Shiv Sena, as an alliance 
partner.” It did not make the construction 
of the Ram temple a central issue in this 
campaign, even in the constituency of 
Ayodhya.” There was no statewide co¬ 
ordination with the Vishwa Hindu Paiishad, 
as there had been in earlier elections.’'* and 
several prominent VHP campaigners 
including Sadhvi Rithatnbara, on whom the 
BJP had relied heavily lor mobilising voles 
m previous campaigns, were kept away from 
the party’s election meetings [Asian Age. 
September 21. 1996). Finally, Atal Behari 
Vajpayee, widely seen as the inodeiaie face 
of the BJP, was prominently tealured in 
video and audio cas.seitcs and othercampaign 
materials (The Times of India. September 21, 
1996). It would be wrong to .say that the BJP 
disowned the Hifidu card entirely in this 
election. Faint echoes of it could be heard 
Irorn the mention the Ram temple was given 
in the party’s stale manifesto (Hindu, 
September 19. 1996), and Ironi the brief 
references made to the construction ol the 
Ram temple by BJP Icadeis m then eleciion 
rallies." It could be discovered in the 
allotment of tickets, whore, although effort 
was made to give representation to a wide 
range of Hindu castes, only one out of 415 
BJP tickets was given to a Muslim The 
very faintness of us pre.scnce, however, was 
testimony totheiransfoiniationmthc strategy 
ol the BJP. The parly, which had once 
thundered 'Garv sc kaho hum Hindu hain’ 
had now regulated the mention of its own 
I liiidu identity toa barely perceptible whisper. 

formidable set of incentives and 
constraints led the HJP to avoid the strident 
Hindu Muslim polaris.Ttion that first brought 
it to power in UP. Fiisi, there were 
uncertainties about the continued profitability 
of a pro-Hindu card in UP. A pro-Hindu 
appeal had uncertain potential among an 
electorate that was already heavily mobilised 
along caste lines. It is easier to build an 
imagined community out of previously 
immobilised groups, as the BJP had been 
able to do prior to the Mandal agitations, than 
to replace one type ol mobilisation by another, 
especially in the course of a single election 
campaign. Conventional wisdom held, 
furthermore, that voters in I IP, tired of the 
communai violence that accompanied the 
pro-Hindu mobilisations, would no longer 



vote lor a party dii the basis of a hindutva 
agenda. Doubts about the electoral 
profitability of the pro-Hindu card extended 
beyond UP. As a parly trying to expand its 
base in southern and eastern India, repor¬ 
tedly less susceptible to a pro-Hindu appeal, 
the RJP could not afford the signal that a 
hindutva agenda in the UP elections might 
send. Secondly, there was the question of the 
damage that a pro-Hindu card might do to 
the image of the party. As a party trying to 
project it.self as a responsible party of 
government, the BJP could nol afford to be 
perceived as a single-issue paity or a party 
that led upon communal violence. Finally, 
as a puny trying to increase ils acceptability 
as a potential alliance partner in a multi-parly 
system, the BJP could not aftord to raise 
issues that might drive other political panics 
away. The BJP's inability to attract enough 
alliance partners to form a government after 
the 1996 Lok Sabhacleclions. in spite of the 
fact that it was the single largest party, would 
have sent a strong signal to party leaders 
about the costs that the party incurred by 
playing the Hindu card. 

While formidable, however, ihis set of 
incentives and constraints is derived from a 
subjective and contested assessment of the 
possible effects of playing the Hindu card, 
it is tar from clear what the right method of 
winning an election is. and theic is no dearth 
ofthosewiihintheBJPorothcrorgani.sations 
in the Sangh parivar that make prcccscly the 
opposite set of arguments from those listed 
above. Unlike the centrism of the Congress 
which is rooted in structural conditions that 
cannot change overnight, the moderation of 
the BJP in the UP Vidhan .Sabha elections 
arose from subjective calculations that are 
vulnerable to quick revision and reversal. 
The implications of this point will be 
developed in the concluding seciion of this 
article. 

Tilt Umtf.d Front 

The UF in the UP Vidhan .Sabha elections 
was constituted by the Samajwadi Party, 
the Janata Dal, the CPI, the CPM, the 
Congress (T), and later, the Bharatiya Kisan 
KamgarPany (BKKP). As a conglomeration 
of parties with varying objectives in the 
Vidhan Sabha elections, the UF’s election 
strategy was not the outcome of conscious 
and coherent planning, as in the ca.se of the 
BJP and BSP and to a lesser extent, the 
Congress, but evolved out of a .series of 
decisions by different groups that can be 
pieced together only in retro.spect. 

The combined vote of the UF in the Lok 
Sabha elections, if we include the iNC(T) 
which joined the Front after the govern¬ 
ment was formed, was 29.16 per cent (SP 
20.84. JD 4.26, CPI 0.38. CPM 0.66 and 
Congress (T) 3.02).’’ Table 4 depicts the 


percentages in which various caste groups 
voted lor the UF in the Lok Sabha elections. 
The Front found greatest favour among 
Muslims and yadavs, obtaining almost the 
votes of 72 per cent of each group. It had 
a weaker, but nevertheless respectable base 
among non-yadav backward castes, 20.4 per 
cent of whom voted for the UF. The front 
was weakest at the top and bottom of the 
social pyramid, with 11.9 per cent of the 
uppercastesand 11.3 per cent of the scheduled 
castes voting for ii. 

Although taken as a whole the UF 
represented a fairly broad social coalition, 
this was the result ot the aggregation of the 
votes captured by individual political parlies 
with far narrower bases. The SP. that 
contested 64 of the 85 parliamentary seats 
contested by the UF in UP." contributed 
almost all its yadav voles (66.9 |)cr cent 
yadavs voted for the SP). The SP obiaincd, 
however, a liny percentage of upper caste 
votes: only 2.57 percent of the upper ca,stcs 
voted for the SP in the Lok Sabha elections. 
More than half of the upper caste vote 
attributed to the Front in Chart 4 came from 
the INC(T). Scheduled castes loo voted in 
very small numbers for the SP. Although it 
contested the bulk of the UF scats in UP, 
the SP was able to capture only 5 per cent 
of the SC vote, while the Janata Dai. with 
only 17 .seats, obtained roughly the same 
degree of support from the scheduled castes 
(4.6 per cent). The votes of the remaining 
groups, however, were distributed between 
the UF parties in rough proportion to the 
numberofseats they contested: 56.4 per cent 
of Mu!>lims voted for the SP and 15.11 per 
cent voted for the JD: and 15.01 per cent of 
the non-yadav backward castes voted for the 
SP and 3.8 per cent for the JD. 

In order to expand its base in UP, the UF’s 
finsl option would obviously have been to 
consolidate its base further among Muslims 
and yadavs. As indicated in Chart 4, these 
two groups were its principal pillars ol support 
in UP and any expansion contemplated by 
the UF would naturally be constrained by 
the need to retain the support of lhe.secxisling 
constituencies. Beyond these two groups, 
the Front, by virtue of its di verse composition, 
could travel up as well as down the caste 
hierarchy. 

The UF’s early manoeuvres in the pre- 
campaign p'liod indicated that it was 
travelling downwards, seeking a consoli¬ 
dation of the backwards, scheduled castes 
and minorities. The Janata Dal’s initial 
strategy for the 1996 elections was to bring 
the BSP. INC and the UF together on a 
common platform. The SP. which had 
steadfastly opposed an alliance with the BSP 
prior to the Lok Sabha polls now indicated 
that it shared the preference of Janata Dai 
leaders.”’ Only when it became clear that the 
BSP had no intention of backing down on 
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its opposition to the SP and the JD was 
confronted with the stark choice of deserting 
the SP or going without the BSP did the 
alliance talks break down {Axiaii Age, July 
27. 1996; Hindu, August 10, 1996). 

An alliance with the BSP would have 
allowed the UF to define the election as a 
battle between the torces of scculansm and 
social justice against the force of 
communali.sm and upper-caste domination,'" 
thus consolidating the lower castes and 
Muslims against the upper castes, and. if the 
individual vote percentages of the BSP and 
the UF parties were anything to go by. result 
in a probable sweep in their lavour." The 
failure to bnng about a front that included 
the BSP made a change in the projected 
election campaign necessary. With the BSP 
and the UF as opposed forces in a triangular 
fight, the planks of secularism and social 
justice were no longer as effective, since 
they distinguished the parlies from the BJP 
but nol from each other. The response of the 
UF, or, more precisely, that of the pnmc 
minister who had now wrested the initiative 
Irom other leaders, was to attempt to 
restructure the debate around rural develop¬ 
ment rather than caste and rcl igion. Projecting 
himself as the succes.sor of Charan Singh, 
Gowda announced a spate of pro-farmer and 
pro-poor welfare measures at his election 
rallies, including the payment of arrears to 
sugarcane growers by the government, steep 
hikes in fertiliser subsidies, issue licences for 
25 new sugar mills in the .state, cuts in power 
tariffs, expansion of power and irrigation 
facilities and slum rehabilitation schemes in 
a series of election rallies that all ended with 
rhetoric that a.sked the people to choo.se 
between the Ram temple and development: 
”it is for you to choo.se a government which 
works for the uplift of tite poor or one only 
interested in the construction of temples”.’^ 
He capped his efforts to court farmers by 
persuading Mahendra Singh Tikait, the leader 
of the Bharatiya Kisan Union and Ajit Singh, 



Chart 4; UF Vote By Caste, UP Lok 
Sabha Elections 1996 



then in the Congress, to form the new 
Bharatiya Kisan Kamgar Party and fight the 
elections in alliance with the UF.” 

At the same time that it sought to divert 
the debate towards development, however, 
the UF also used the caste and religious cards 
in its election campaign. It made particular 
appeals to Muslim voters through an ag¬ 
gressive campaign against the BJP and the 
portrayal of the UF as the best .secular 
alternati ve. At each election ral ly. UF leaders 
described the election as a war between 
secularism and communaltsm: “Ever since 
independence the secular forces have joined 
hands against communal forces. We have 
begun a war and the last battle of the war 
will now be fought in UP."” In addition, 
Muslims were courted by specific measures 
such as delaying the government’s referral 
of the Ayodhya issue to the Supreme Court, 
a position which had attracted the opposition 
of several prominent Muslim leaders; by 
promising a separate quota of reservations 
for Muslim OBCs (Hindu, July 17, 1996); 
by seeking the endorsements of Muslim 
religious leaders (Asian Age, August 20, 
1996); and by promising increased 
government expenditure for the educational 
advancement and social welfureof Muslims.” 
The alliance with the BKKP was as much 
an attempt to obtain the jat votes of western 
UP as it was a signal of the Janata Dal’s pro- 
farmer orientation elsewhere in the state. 
The promise of statehood to Uttarakhand in 
the prime minister's independence day 
address (Hindu, August 17, 1996) was 
calculated to win the party support in the 
predominantly upper caste hill constituencies. 
And surprisingly, Deve Gowda promised 
reservations for the economically backward 
among the upper castes, seeking in doing so 
to make inroads into a community that his 
own party had alienated through its 
implementation of the Mandal Commission 
report. The SP, which had aggressively 
attempted to maintain its distinct identity 


throughout the election campaign, reiterated 
this promise.’* The party also allotted 
reportedly 60 of its 282 seats to upper caste 
candidates (18 to brahmins. 36 to rajputs, 
and 6 to vaishyas).” This effort to court 
upper castes by a leader who derives much 
of his electoral support from the OHCs who 
arc themselves jostling for an advantageous 
place in the rc.servation system was signi¬ 
ficant. Equally significant were the appeals 
that Mulayam Singh excluded Irom his 
election rallies. While reservations were 
promised for upper castes and minorities, no 
mention was made of extending quotas or 
other welfare measures for the more 
depressed sections of the backwards or the 
daiits. both groups which might have qualified 
as potential constituencies for a backward 
caste leader. 

Why did the UF, and the .SP in particular, 
which derived the core of their support from 
the post-Mandal consolidation of the 
backwards and the post-Bahri consolidation 
ot the minorities, not attempt to push the 
‘backward-forward’ divide deeper by empha- 
si.sing .social justice in this election cam¬ 
paign? One of the chici strategists ot the 
JanataDulsummedupthecalculations behind 
this choice: “The UF leadership has correctly 
assessed that the appeal of the old plank of 
.secularism-cum-social justice would nut be 
sulficicnt to give it victory. For. in any ca.se, 
the BSP-led alliance would share, in whatever 
measure, the vote bank associated with that 
appeal. Therefore, it has consciously sought 
to underline its pro-kisan (farmeri orienta¬ 
tion’’ (Hindu, August 6, 1996). The key to 
understanding the UF and SP's use of a non¬ 
polarising strategy, then, lies in recognising 
that it was a second best choice. Once the 
failure of the alliance talks with the BSP 
blocked their first choice of consolidating 
support by travelling down the caste 
hierarchy, they decided for this election to 
travel upwards instead. Should the UF be 
successful in bringing the BSP on the same 
side in subsequent elections, there is no reason 
why the caste polurisat ion that was di-scarded 
as inappropriate this time should be passed 
over again. 

Conclusion 

In the event, none of the strategies devised 
above were successful in expanding the 
parties’ electoral bases. The vole share ot 
each party in the Vidhan Sabha election, 
with the exception of the SP, stayed virtually 
the same: 3.3 per cent for the Congiess. 20.3 
per cent for the BSP, 33.3 per cent lor the 
BJP. and 30 per cent for the United Front. 
The SP alone increased its share of the vole 
slightly from 20.84 percent in the Lok Sabha 
elections to 22.7 fierccni, a marginal increase 
worth mentioning only in light ot the static 
positions of the other parties. There wcic 


clearly changes in the distribution ot the 
vote, among regions and among casic groups, 
but an increase in one direction was offset 
by a decrease in another, leaving each party 
more or less in the same position trom which 
it hud started. 

The first conclusion that might leap to 
mind from a look at the election results is 
optimistic. Faced with the stubborn limits 
that the mobilisation of a multiplicity of 
social groups in UP has placed on their 
expansion, it could be argued that political 
parties would now have even stronger 
incentives to tone down aggressive rhetoric, 
and build more inclusive social coalitions 
than before. Faced with the compulsions of 
brokering alliances in a hung assembly 
where each party needs the support of at 
least oncotherto form a government, further¬ 
more, political panics would have to moderate ^ 
their rhetoric in relation to each other. A 1 
political system that is composed ot multiple ' 
social groups and multiple parties, none of ' 
whom arc strong enough on their own to' 
come to power, would seem to naturally 
exert a strong ccntnpctal intluence on pany 
behaviour. 

The weight of the evidence, however, 
seems to .support a more pessimisiic inter¬ 
pretation. If we look closely at thecalculations 
that guided the pre-election behaviourof the . 
political parties, it is clear ihat only one 
party. thcCongrc.ss, isoperating within strong 
structural incentives to moderate. The 
Congress may ignore the up|)er castes in its j 
overt campaign in order to rebuild its base ^ 
among daiits and minorities, hui as a party j 
that still has a predominantly upper caste ] 
leadership in north India, it cannot employ ^ 
a strategy that seeks to mobilise the lower J 
against the upper castes. And it can only play 1 
the pro-Hindu card at the cost of its own ^ 
organisational disintegration The internal ( 
compulsionsof thcCongrcss.thcrcfore.place ! 
it firmly in the centre None ot the other j 
parties laces such strong incentives towards ! 
moderation, or such hard constraints against j 
polarisalion. 

For the B.SP and the SP, the incentive to 
moderaie came not fiom the multiple .social 
groups in UP or the po.ssibility of a hung 
assembly, but Irom a specific alignment of 
political forces in which they were pitted 
against each other. Had the two parties been 
on the same side, the social groups that each 
party initially targeted, namely, the daiits. 
Muslims and backwards, could just as 
effectively been mobilised as a collection of 
oppressed minnnties against the Hindu upper 
castes, represented by the BJP and possibly 
the Congress. The principal rea.son that such 
a strategy was not adopted seems to have 
been the resistance of the BSP leadership. 
Andthcsubjectivcassessmentsol politicians 
cannot in themselves be taken to be durable 
incentives towards moderation, unless they 
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arc buttressed by stnictiirnl factors, which 
scent to be absent in this case As a case in 
point, the BSP and the SP were able to co¬ 
operate with each other against the BJP over 
the election of Rajya Sabha menibcrs Irum 
UP in Novcinbci. A llhough this co-operalion 
did not extend into the formalion ol a 
government, it indicated that a rapproche¬ 
ment between the BSP and the liF remained 
within the realm of fcasibiliiy. 

The BJP, ol all the parties discussed above, 
has the weakest incentives to retain its 
moderate strategy. It was not able to win the 
additional support that it had expected among 
voters in UP and the result was a prompt re¬ 
examination ot Its strategy in ordci toidciitify 
the reasons for this lailurc Assessments of 
the factors that lead to victory and deleat are 
always subjective, anil no consensus has 
emerged on where to lay the blame .Speaking 
at the parly's first national executive meeting 
after the UP election, party president L K 
Advani highlighted organisational 
weaknesses rather than ideology us the 
principal cause of the BJP’s lailurc: “If the 
promise [of becoming a ruling party 1 
sometimes seems elusive, it is owing largely 
to our problems within And these problems 
arc not of ideology, as some of our critics, 
even well - meaning cril ics, are prone to si rc.ss. 
The problems arc organisational or 
behavioural."'* The general secretary ot 
Vishwa Hindu Pansliad, which supplies many 
of the grass roots workers m the BJP’s election 
campaign, however, laid the blame squarely 
on the party’s lailurc to play the Hindu card: 
"The voters in I IP were looking for the parly 
with iidiffcrcncc. unforlunalely the BJPcould 
not appreciate that ..If the BJPhad projected 
the hindutva with greater intensity. there was 
no reason why it should not have picked up 
225 seats” (The Ttimw of India, CX'tober 14. 
1906). The report of the five-member party 
committee chaired by BJP general secretary 
Covindacharya. to review its pcrlormance 
in UP, cited three principal points for the 
failure toexpand (poor voteriurn-out. poorly 
motivated workers, the BJP's refusal to play 
caste politics) and hinted at others. Among 
its principal recommendations for the future, 
however, were that the BJP should pursue 
the ideology of hindutva more vigorously, 
and attempt to draw in scheduled castes, 
.scheduled tribes and other lower castes on 
the basis of hindnlm tilalics addcil).™ 

The precise content of the hindutva 
ideology that the Govindach.iryaCommitlcc 
would like the party to pursue remains 
unclear. Govindacharya himscit has laid 
greater stress on new concepts such as 
'swadeshr and ‘social engineering' in his 
explication of the party's ideology rather 
than the traditional planks of the BJP 
including the Lonsiruction of the Ram temple 
at Ayodhya.*' So far, however, these concepts 
have meaning only in the think-tanks and 


higher echelons ot the party and the Sangh 
parivar. Even the president of the state unit 
of UP expresses incomprehension: “What is 
the meaning ot social engineering? You ask 
the party. We loo arc going to ask" (Asian 
Age. November 18, 1996). For the rank and 
file of the party, as for the Vishwa Hindu 
Parishad, a ‘vigorous pursuit’ of hindutva 
would mean little more than a return to the 
calls tor the Ram temple at Ayodhya, a 
unilorm civil code, the revocation of article 
370 in Kashmir, a ban on cow slaughter, and 
possibly, for tresh agitations over the Kashi 
and Mathura temples, all issues that have 
resulted in ethnic polarisation in the past, and 
arc likely to continue to do so if raised again 
in the tuture. The BJP knows well from its 
poor pcrlormance in 1984, where its attempt 
to rcdciiiic the party's traditional hindutva 
ideology to include the broad concept of 
‘Gandhian .Six'ialism', the damaging effect 
that unconvinced party workers and dcscition 
by the .Sangh parivar can have on its electoral 
fortunes. 'I’liat lesson might weigh heavily 
on the party as it attempts to reassess its 
strategy in the luturc. 

Ju.st as Its dilution of the pro-Hiiidu card 
did not win (he BJP any additional voles in 
UP, It did not attract alliance partners either. 
As is evident from the post-election 
manoeuvring to form a government, the UF 
has inicnsificd its elforts to i.solaie the BJP, 
and deepen the divide between secular' and 
‘communar forces. The BSP is currently 
.straddling the divide, but its willingness to 
entertain the possibility of a post-poll 
agreement with the BJP is in spite of the 
BJP’s ideology, rather than in response to 
the BJP’s moderation. The UF’s reasons to 
i.solaie the BJP now have little to do with 
the BJP's behaviour. The quarantine indicted 
upon the BJPby the UFis hardly apunishmeni 
for had behaviour, to he lifted when the BJP 
relorms itself. Rather, it is the outcome ol 
a calculated siialcgy who.se es.scnce lies in 
the continued depiction ol the BJP as the 
enemy to be guarded against, irrcs|icetivc of 
the actual behaviour of the BJP. As the chart 
of the UF's support b:i.sc indicated, Muslim 
support is one of the (wo pillars holding it 
up in UP. and the Front isaiicmpting to retain 
the Muslim vote through an aggressive 
avowal of secularism. The essential com¬ 
ponent of secularism, as the UF leadership 
has used the co eept .so l.ir, is determined 
opposition to the BIP. Theie arc few incen¬ 
tives for the UF to risk a weakening ot its 
support among Muslims by softening its 
stance towards the BJP. It is not surprising, 
then, that the BJP’s moderation has won it 
little reprieve from the UF. it would be 
equally un.surpri.sing if the BJP were to 
conclude that there arc few rewards to be 
had for moderation. 

The overall direction that a political party 
takes evolves from a scries of experiments 


at individual points in time - a general 
election, an assembly election, by-elections 
and agitation campaigns - at which it checks 
the profitability of old strategics and devises 
new ones. The results of the UP elections 
arc unlikely, as a single event, to reverse the 
paths taken by any of the political parties. 
What they do point to, however, is that nut 
only arc the conditions that promoted 
moderation of political party behaviour not 
stable, but that fiirat least one political party, 
the inccnlt ves forcuntinued moderation have 
been considerably weakened. Optimism 
might lead us to expect parlies to moderate 
their platforms in future elections, leading 
to ii centripetal, moderate and inclusive form 
ol politics; the evidence ol the UP elections 
warns us, however, that a centrifugal, 
polarising and cxclusivisi veisioii cannot be 
ruled out. 

Appendix 

MethodolociIcai Noie on CSD.S 
PosT-Poi.L .Survey 

The post-poll survey on the basis of which 
this ailiclc prc.scnts data on caste voting 
patterns in UP is part ol a three state 
nationwide election survey conducted by the 
Centre fortheStudyol Developing Societies 
(or the 1996 Lok.Sahha elections The authors 
would welcome comments on the 
methodology of and estimates produced by 
the [loll. 

The sample for the post-poll survey in UP 
consisted of 1,4.'I0 respondents from 17 Lok 
Sabha con.stitucncics, selected according to 
a multi-stage stratified random sampling 
procedure: the huger the elecloiatc of a 
constituency, the greater the chance it had 
of being selected. Within each Lok Sabha 
constituency, two assembly constituencies, 
within each assembly constituency tv/o 
polling biHilh.s, and within each polling booth, 
.17 respondents were chosen using the same 
prwedure. The respondents, whose names 
were selected from (he voter list, were then 
interviewed by fieldworkers in their homes 
from June 11-30,1996. Of the target sample 
of 2,499, 1.430 interview's were completed 
and these form the effective sample that (he 
results presented above are based on. 
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The following table provides a measure 
of the representativeness of the sample by 
comparing it with census tigurcs where they 
are available. It should be noted that cen.sus 
figures reveal a prollle of the population 
while the sample relates to the electorate, i 
e, that pcrccnt.'ige of the population that is 
over IH. The use of the comparison between 
the two sets of figures as a lest for repre¬ 
sentativeness of the sample relics on the 
reasonable assumption that the profile of the 
over-18 portion of the population is the same 
as that of the under-18. 



Census 

(Percent) 

Sample 
(Per Cent 1 

Hindu 

81.74 

85 1 

Muslim 

17 .33 

12 0 

Chrisiian 

0 14 

0 1 

Sikh 

0 48 

2 

SO 

21 04 

18 

sr 

021 

0.3 

Female 

46 85 

44.61 

l.ilerales lot -1-7 



populalinn) 

■11.6 

55 2 


Since the census does not provide inlor- 
mation on the remaining caste categories, it 
is not possible to lest the remaining caste 
distribution of the sample against official 
data. We report it below, however, for the 
information of other students of UP p.ilitics. 

Upper Castes 2‘f 9 jier cent 

Yiidavs 9.7 per cent 

Non-Yadav OBCs 27..S per cent 

One caveat should he adiled in inierpic- 
ting the d.iia on caste voting patterns. 
Although the actual voter turn-out in UP in 
the Lok Sabha elections was 46..‘) per cent, 
89 per cent of the respondents in the sample 
said that tiicy had voted. Although many of 
them must have lied about whether they 
actually cast their vote, it is reasonable to 
assume that they did not lie about their 
prelercnce, i e, if they had voted, they would 
have voted for the party that they claimed 
to have voted lor. 

Note.s 

|We arc giateful to Ytibaiaj Ghimirc and 
Yogendia Yadav for their connienis on cai lici 
dratis of this article, and to members ol the 
Data Unit of the USDS National F.lection Project 
19% for then co-operation and their patient 
support. Needless to say. we alone are 
res|xrnsible loi the intetpretations presented 
here. KanchanChandia would alsohketo thank 
the John D and Catherine T Macarthur 
Foundation fur icsearchsuppoi-t. and theCentre 
for the .Study of Developing .Societies foi 
providing institutional support in New Delhi.) 

I The term ‘ethnic’ as it is used here in a .sense 
consistent with the political science literature 


on ethnic pol itics to refer to identities based 
on race, language, caste or religion. Since 
language and race have not entered the 
realm of national politics in India, however, 
it can be taken throughout this article to 
refer to identities based oncasic and religion. 

2 Shat ad Yadav, in an interview published 
in Thf Hiiuhisitm 7’inier. June .^0. 1996 

^ We arc grateful to the national and UP slate 
co-oidinalois of the CSDS election pro|cct 
fur permission to u.se this data. 

4 Statistical Report on (ieneral Llei tions. 
1996 U> The Eleventh Lok Sahha, Volume 
I (National and State Ahslracis), Flection 
Commission of India. 1996. New Delhi 

.‘t V N Gadgil in an miciview with Kanvhan 
Chandra. Apiil 7, 19% 

6 .See reports of Congress election rallies in 
Asian Age. September 10, 1996 and 
September 12. 1996, 

7 A sian Age, September 10.1996; The '/ one.\ 
of India, .September 12, 1996; Hindu, 
September 21,1996 

8 Hindu, Septemlier l.f. I‘W6; Naviduirai 
Timet, September 1.5, 1996 The caste 
profiles of candidates published in 
newspapers arc not always .accurate and 
should be relied upon at most lor bioad 
piopoitions rather Ih.'in tor exact numhcis 
They often leave a sigiiilic,int poiiion of 
tickets unaccounted for. nor is it clcai what 
categories have been used to classify 
candidates as ‘uppei caste', ‘backwaid 
caste', etc. We have tiled to conlirm them 
thiough alternative souiees wheicvci 
possible, oi at a mnumiim. to use multiple 
newspapei sources foi each paity's 
candidate profile. 

9 For an analysis to this eflect. sec Piakash 
Chandra Upadhyaya, 'The Politics ol Indian 
Secularism'. Modern Asian Studies. 26.4 
(Fall I9<)2) 

10 Statistical Report on General Klections, 
1996 to The Eleventh Lik Sahha. Volume 
I (National and State Ahstiacts). Flection 
Commission ol India. 1996, New Delhi 

11 David Butler, Ashok Fahiri. Praniioy Roy, 
India Dei ides, .^rd cd. Books and fhings, 
1995. New’DcIhi 

12 This estimate is based ol a castewisc break 
up of 289 candidates published in the B.SP 
ncws|)apcr, Bahiijan Sanghatak. November 
11. I9‘J6, which we ludgc to be the most 
leliable source Foi a dilfeieni set ol 
estimates, .si'e t'PVV', October 12-19. 1996, 
p 2773 and .laiisutta. September 16. 1996 

13 Ibid 

14 Asian Age. September 6. 1996. Hindu. 
September 7. 1996 Also sec Hindu. 
September II, I99() and Scplembei 20, 
19% 

15 .See Smita Gupt.'., ‘BJP Cioes "Backwaid”. 
BSP “Forward" for Voles', the 'limes ot 
Win. Septcmbei 28.1996,and Ajit Kumai 
.tha. 'Revcisal of BSP-Congress Alliance'. 
The Tunes of Indio. July y. l996loi analyses 
to this cflect 

16 Interview with a senioi BSP workei. 


Lucknow, April 19% 

17 This assessment is based on iniei views by 
Kanchan Chandra with BSP woi kci s m the 
1996 Lok Sabha Election, coveiing 18 
constituencies in seven states, and in UP 
during the Vidhan Sahha election 

18 Interview with Yuhai aiGhimirc, in <hiilook, 
.September 11. 1996, p 10 

19 India Decides, and Statistical Report on ^ 
General Elections. 1996 to Ihe Eleventh i 
Lok Sahha. Volume I (Naiioiial and Stale 
Ahstiacts), Election Commission of India, 
1996. New Delhi. 

20 Although the BJP made some initial 
ovci till cs to the BSI*. there are no indications 
that the alliance was sei lously pursued from 
eithersidc ThcBJPwasit.selldceplydividcd , 
ovei such an alliance Paity lc,ider Atal 
Behan Vajpayee was lepoited to have met I 
Kanshi Ram on June 20 < The 7 ones of India, ; 
June 23 19%), and parly vice president 
Sunder Singh Bhandjii icimed the BSP Ihe ; 
BJP's "natural ally" and it to come to an 
ariangcmcnl loi seat sharing (Hindu,' 
July 31. 1996) fhe suggestion to ally with ■ 
the BSP. however. Inst made al Ihe BJP 
national executive meeting in Bhopal liom 
June 21 23, was opposed by. among others, 
Kalyan Singh, BJP stale jrresidciil Kaliaj 
Misra. and BJP gcneial secretary in charge 
of Ihe UP elections. Pramod Mahajan, 
(Hindu. June 21 1996; The Times of India, 
June 23. 1996) 

21 A reptii l m India Todav gives Ihe lollowing 
casiewise break-up ot BJP candidates; 71 
brahmins, 65 Ihaktirs. 71 f)BCs and 93 SCs 
(India Today. Septcmbei 30. 1996), These 
I igurcs.however, leave a signil leant number 
of seals uiiaccoimied lor A recent rcpoil 
III Economn and I'olitii al Weekly. October 
12-19, 1996 puls the number of OBC 
candidates fiom the MIP al 190, but doe.s 
nut pi ovide figures foroihci caste categories. 

22 The Times of India. August 4. 1996. The 

.Sen.i had m.ide ovciliiics to the BJP only 
to be tinned down by Ihe BJP on the ground 
that It had no base in UP The Saiiiata Party, 
with 0,93 per cent ol the vole m UP in the 
Lok Sabha elections, however. wa.s only 
marginally siiongei than the Shiv Sena, 
with 0 0 7 per cent ol ihc vote While piactical 
considciations wcie undoubtedly a factor, t 
It IS hardly (lossible that the BIP did not ^ 
consider Ihc symbolic inijract ol an alliance ■ 
with the Shiv Sena in its decision to turn 1 
down the oflei ! 

23 The Tunes of India (Lucknow edition), 
Scjnembcr 28. 1996 

24 Interview by KunchanChandia with senior ' 
Vishwa Hindu Paiishad stale leader, 
Lucknow. October 12, 1996. 

25 See, for msianec, icpoiis of L K Advani's 
sjicech al Varanasi, Hindu. September 19, 
1996 and Murh Manoh.ir Joshi's .speech 
at Kanput. The Tunes of India. September 
18, 1996 

26 'I'hiee Muslims initially awaidcd tickets by 
Ihc BJP, but two were later icpiaced by 



olher candidutcs (The Intlinn Express. 
September 2^. 19%) 

27 SmtiUircil Repon on Gcncriil Eleclioii.i. 
1996 to the Eleventh Lok Suhha. VoUnne I 
(Notional and State Ah.stroat). Klecllon 
Commission of India. 19%. New Delhi 

28 Ibid. 

29 See tor instance Yadav’s statement that he 
was ready to ally with any non-communal 
party. Asian A/e. June 6. 1996. 

30 Sec inparticulai an interview with Sharad 
Yadav in Hindustan Times. June .30. i 996. 
Yadav argued here, that seveial other 
Janata Dal leaders did. thai the battle in 
UP should have been between secularism 
and cominunalism. and lamented the 
failure of efforts to loi m a 'secular fiont' 
with the LIF and BSP He had argued 
along .similar lines when di.scussing the 
Janata Dal's Lok Sabha election strategy 
in an interview wiih Kanchan Chandra 
on April 15. 1996. saying that the Janata 
Dal did not make social justice the central 
issue in its Lok Sabha election campaign 
in part because all caste forces [the Janata 
Dal. BSP and SP) could not come 
together 

31 The Janata Dal also had olher reasons to 
put sue an aiiangemcni with the BSP and 
the INC. A party in decline in the state of 


UP and disenchanted with the terms 
offered to them by Mulayam Singh Yadav 
in UP, such an alliance would also allow 
the Janata Dal to individually rehabilitate 
Itself in UP. As a member of the UF, it 
contested only 17 seats in the pai hamen- 
taiy elections, conceding most others to 
the Samajwadi Party, won only two and 
obtained a bare 4.26 per cent of the vote 
This was a significant diop compared to 
its previous performance in UP: in the 
1991 Lok .Sabha. the JD had obtained 
22/73 seats contested and 21.3 per cent of 
the vote; and in the 1993 assembly elec¬ 
tion, they obtained 27/375 of the seals 
contested and 12.2 per cent of the vote 

32 //iw/n, July 28. 19% Also sec the reports 
on cleclion 'allies m Asian Afte, August 26. 
l9%.AwV//i Age. September 10, 1996: The 
Times of India. September 16. 1996; and 
Hindu, September 27, 19%. 

33 Sec Asia.i Age. September 5. 1996. .ind 
Asian Age. September 8 19% for an account 
of the torniation ot this party and the alliance. 

34 Laloo Yadav. at election rally in Mu/.zaffar- 
nagai. Hindii.stan Times, July 28, 19%. 

35 See assurances made to Muslims by 
welfaic tninisicr Ramoowalia in Hindu. 
August 30, 1996 

36 77ie'r«ne,vof/iK/K/.Lucknow.Oelobcr1,19%. 


37 Dainik Jagran, Septembci 16. 1996. 
Although this is the most compreliensive 
published profile we have found, it leaves 
75 seals unaccounted for. 

38 Transcript of Presidential Address, BJP 
National Executive Meeting. November 
15-17, 1996, Jaipur. 

39 Text of Review Committee Report, 
piesenled at the national executive 
meeting of the Bharatiya Janata Parly, 
Jaipur, November 15-17. 1996 i unpub¬ 
lished). There have been conflicting, and 
on occasion, misleading interpretations 
of the Review Committee’s recommenda¬ 
tions on hindutva and for this rea.son. it 
would be useful to quote the relevant por¬ 
tions text in its original Hindi; “Hindutva 
ke andolan aur uske .sumajik aayaain ko 
aagrah se prastut kiya jaye Anusuchit 
jati/Janjati ke rajnaitik bhagidari ki or 
prayu.s aavashyak. Vihhinn samajik 
samooh ki bhagidari ka aadhai Hindutva 
rahe Jatigat bhaviui main kami lane ka 
praya.s, vichardhara pc jor". 

40 Sec foi example Asian Age. Oclobei 29. 
19%. where Govindacharya argued that 
Ayodhya had lost is relevance as an electoral 
issue for the parly, but argued in the .same 
breath that hindutva remained the basic 
commitment of the party. 
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Value Added Taxation in the States 

Challenges Ahead 

M Govinda Rao 
JVM Sarma 

The need for co-ordinated development of domestic trade taxes in the Indian federal polity has shifted the focus 
to reforms in the states' sales tax systems. Detailed deliberation has led to a consensus on the need to transform 
the prevailing sales taxes into a destination based consumption type value added tax. Attempts to reform .sales 
taxes, however, have not been always in the right direction and, in addition, have met with resistance from traders. 
Based on the experience gained so far, this paper attempts to set out the strategy and stages of reform towards 
evolving the value added tax which is less distortionary and more acceptable to traders. 


1 

Introduction 

AN important component of structural 
adjustment initiated in 199! has been the 
reform of the tax system, in the first pha.se 
of reforms, the emphasis has been to simplify 
and rationalise central taxes within the 
framework provided by the Tax Rclorm 
Committee. The attempts have been to 
broaden the base, lower and simpli ly the rate 
structure, and streamline the administration 
and enforcement. There has also been an 
attempt to riitionalise customs duty in terms 
of lowering the peak and average tariff rales, 
and reduction in their dispersion, and ot 
exci.se duties in terms of the coverage of 
MODVAT facilities to larger number of 
commodities and capital goods. Though it 
IS UK 1 early to pass a judgment, these reforms 
surely have led to improvement in the 
structure ul central taxes as the share of 
direct taxes in the total increa.sed sharply 
from 19 per cent in 1990-91 to 29 per cent 
in 1995-96. 

With the reforms under way at the central 
level, the focus has now shifted to the reform 
of state taxes, particularly the sales taxes. 
This is because, the sales tax contributes 
close to 60 per cent ot the states' own tax 
revenues and almost a third of the domestic 
trade taxes in the country. Therefore, it is 
important to rationalise the sales tax systems 
prevailing in different states to minimise the 
relative price distortions and pave the way 
for co-ordinated and harmonised 
development of the domestic trade taxes. 

The recent discussions on the desirable 
direction of reforms in sales taxes have 
pointed towards the need to transform the 
prevailing sales tax systems into a 
consumption type value added tax (VAT) to 
be levied by the states concurrently with the 
VAT at the manufacturing stage leviable by 
the centre.' A number of states have already 
taken steps to rationalise their sales tax 
systems with a view to ultimately achieve 
the desired reforms. However, there arc 
considerable variations across the states both 


in the direction, content and sequencing of 
reforms and the lime is now ripe to understand 
and analyse the measures taken hitherto. At 
the same time, many of the stales have been 
facing resistance from the traders, and in 
order to make the VAT acceptable to the lax 
payers, it is necessary to go into the reasons 
for their apprehensions. 

The objective of this paper is to review 
and analyse the progress of sales lax reforms 
in the stales, and indicate the sequencing of 
the measures needed to rationalise the sales 
tax systems based on the experience of other 
countries. Section II discusses the desirable 
formof domestic consumption taxes in India. 

I n .Sect ion 111. we d iscuss, re vie w and anal y se 
the progress in rationalising the sales tax 
systems in different states. Some lessons of 
experience of introducing VAT in Thailand, 
another developing country, with a large 
number of small dealers and a complicated 
sales tax system wit h 21 rate categories before 
it was replaced by a single rated VAT is 
discussed in Section IV. In the light of the 
expel icncc gained so far and the sequencing 
of relornis in Thailand, the transitional steps 
towards achieving the VAT at the state level 
in India are suggested in Section V. 

. II 

Reform of Domc.stic Trade Taxes 
in India: Important Issues 

The complexities of and relative price 
distortions arising from the prevailing excise 
and sales tax systems have been very well 
documented by several studies and reports 
of the committees and study groups [ Burgess, 
Howes and Stern 1993; Government of India 
1992; NIPFP 1994; NIPFP 1995]. Briefly, 
the levy of manufacturing excises by the 
centre and the predominantly first point sales 
tax by the stales has created parallel systems 
of taxation with nttirow base. The multi plicity 
of rates and exemptions in both the systems 
has coniribuled to enormous complexities. 
In some stales there arc as many as 20 tax 
rates and when the rate diflcrenliation in 
turnover taxes and surcharges are taken 


account of, the number of rates would work 
out to be mote [NIPFP 1994]. Although in 
the case of excise duties the tax credit faeility 
on inputs and capital goods has been extended 
to a large extent, in most states sales taxes 
continue to be levied on inputs, capital goods 
and final consumer goods alike. Given the 
oligopolistic market structure, this has 
contributed to the levying of lax on tax, and 
mark up on tax at successive stages of 
priKluction and distribution chain. Inuddition, 
the levy of inler-.stalc sales lax, which is in 
the nature of a tax on inter-state trade has 
nullified the advantages of a large common 
market by impeding the free flow of inler- 
.stalc trade. Besides causing unintended 
relative price changes, this has contributed 
to significant inter-regional inequity. It is for 
these reasons, the National Instituteof Public 
Finance and Policy [NIPFP 1994] study team 
appointed by the ministry of finance opined, 
‘‘domestic trade taxes in India arc in urgent 
need of reform. ...The system that is operating 
at present is antiquated, complex -according 
to knowledgeable experts, the most complex 
in the world - and injurious to the economy 
in many ways" (p 1) 

It must be noted that in a tederal polity 
like India where the states enjoy significant 
tax powers, tax system lefoim involves not 
only rationalisation of the structure ard 
administration of taxes according to the 
principlesof tax |K>licy, but also co-ordinated 
and hannonised development of consumption 
taxes to minimise the distortions arising from 
centre-slate and inter-state overlapping and 
competition. Therefore, the NIPIT study 
team after considering various alternatives 
concluded that the feasible solution is to 
have a dual VAT: the centre converting the 
union excise duty into a manufacturing VAT 
and the stales transforming the existing sales 
taxes into a VAT at the retail level. 

At the central level, the recent initiatives 
have considerably simpli fled and rationalised 
the excise duties. The replacement of the 
system of gate passes with the invoice based 
assessment system, conversion of specific 
levies with ad valorem lax and reduction in 



the numlicr of tax rales, and extension of conversion proces.s. Nevertheless, a number supplementary levies with the basic rates 

MODVAT credit to most commiKlitics and ofstates have already taken steps to rationalise and simplify the rate structure further, 

more importantly, to capital goods have their sales tax systems with a view to While the intention of fixing the Ilwrratcs 

brought about significant degree of simpli- ultimately achieve this objective and others by the finance ministers’ committee was 

fication and rationalisation ol the tax. have been deliberating on the feasible intended to prevent the‘race to the bottom’. 

Nevertheless, much more remains to be done mea.sures to be taken towards levying the there is every danger that it could work as 

in terms of lationalising the siiucturc of the VAT in the near future. States like Andhra acarlcl. Therefore, it needs to be a.ssuredtttat 

lax. extending the lax credit, improving the Piadcsh, Kerala, Rajasthan and West Bengal the measure is intended only to be 

information system, and adminisiralion of h.ne attempted to introduce the VAT transitionary-to minimise the‘Ircc-riding’ 

the tax. before converting into a full Hedged pi inciple by extending the sales tax to stages effects of inter-state tax com[)etition, and 

manufacturing level VAT. beyond the liiiit point sale in respect ol eventually leading to funher rate reduction. 

selected consumer gomls and a number of Hven so, it must be noted that the states may 

in statesareconsideringreformonsimilarlines. find rationalisation difficult, if the union 

Reform of Sales 'Taxes by Stales Maharashtra, on the other hand, has intro- territories continue to undercut the tax rates 

duced a tax on resale of goods with a set off as in the past. The union home ministry is 

At the stale level, efforts are undei way on the i.ix already paid tor all dealers with not a party to the agreement reached m the 

to bring the stales together to agree for a turnover of more than Rs .SO lakh and stales’finance ministers’committee, nor have 

transforming theirexisling sales lax systems intends to extend the coverage to dealers they been involved in lurthcrdiscus.sions on 

to VA’r systems. The issues ol feasible type with smaller turnover over the years. rationalisation. As the present government 

of VAT to be levied and the Mages by which It must, however, be conceded that the at the centre represents the interest ol a 
this has to be reached have altrai tcd experience of the states that have already number of regional parties, it is eminently 

considerable attention by both academicians taken the miiialive, is not all that encoiira- placed to ensure conformity by the union 

and policy-makers in the last few years, ging. For example, in Andhra Pradesh, ihe territories in any mea.sure of rationalisation 

Towards forging a consensus, the union first point sales lax was converted into a and should act so in order to minimise the 

finance ministry appointed a committee ol VAT for 19 commodities but the move harrntul effects of intergovernmental 

states' finance ministers lioni 10 different was sttongly resisted by the traders because coinpelilion. Unless the tax systems of Ihe 

slate governments to work out the of the vagueness in the laws and pro- union territories are brought in line with 

rationalisatioiimeasures.'mdtheirsequencing cedures m respect of the ilefinilion of a those of the states, any hope of evolving a 

to achieve a rational and a co-ordinated ‘retailer’, the threshold limit, the conditions co-ordinated and efficient consumption tax 

stmctuic of sales taxation in the slates. lor claiming the .set-off on the purchases, structure m the country will be belied.* 

In keeping with its terms ot icfcrence, the and so on. In Tamil Nadu, the introduction Conceptually, the recent icforms in Ihe 
finance ministers’committee, laid down Ihe of VAT in respect of services has been sales tax systems undertaken by Ihe states 

steps to transform the prevailing slate sales challenged in the high court by .Sunilaram fall into two categories: F'lrst is extending 

tax systems into a consumption type VAT F'inanee. the tax beyond the first point of sale with 

at the retail stage. In the first stage, rationa- As mentioned earlier, Ihe finance ministers’ a .set off on the tax already paid selectively 

li.sation in tax rates are to be attempted that committee has recommended four lloor rates on specified finished consumer goods, 

would bring about a certain measure of for general commodities by including all .Second is extending the tax on all finished 

harmony in Ihe tax systems while preserving supplementary levies like the additional consumergoodsuptothc wholesaleorsemi- 

the states’ flcxihilily and autonomy. The tin novel tax and surchaigc on sales tax wholesale stages identilicd by specified 

committee, by general agreement fixed four States like Karnataka have rationalised the turnover base. In either case, the objecto'e 

floor rates, namely, 0, 4, 8 and 12 per cent levies on these lines, but have allowed the is only to broaden the tax base by including 

for general commodities and two special turnover tax and surcharge on sales tax to transactions beyond the stage of production 

llmtr rates of I and 20 (icr cent on a lew high continue. As even the turnover tax rates vary and import into the state, 

value and conspicuous items classified on depending on the range of turnovei, the It would, however, be erroneous to 
the basis of the prevailing rale stnicturcs in number of tax rales are much largei than the characterise these reforms as the introduction 

the stales. In the second stage, that IS by April rates indicated in the schedule. The of VAT as has been done by the stales for 

1997. the sales lax incentives lor industria- committee’s recommendation is only on political reasons. These measures can. at 

lisation should he done away w'iih. The fixing the floor rates and there is no reason best, be called the initial steps towards 

policies in this sphere in the past have led why the stales cannot merge these achievingtheVAT.Thisissobccause.fiistly, 

to ‘the race to the bottom’ with the slates 


competing with one another to provide in 
.some cases, ‘open ended' and ‘compre¬ 
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the principle of VAT is applied only at the 
post-manufacturing stage on the distribution 
and trade margins, and the cascading effects 
of taxes levied on inputs and capital goods 
continue to prevail. It must be mentioned in 
fairness though, that some of these states 
have lowered the tax rales on selected inputs, 
or have evolved mechanisms to significantly 
relieve the taxes on them. There is, however, 
no systematic attempt to relieve the taxes on 
inputs and capital goods. Secondly, the stales 
have been selective in their coverage, either 
in terms of commodities or the turnover 
limit. Such reforms, instead of simplifying 
the tax system, actually may contribute to 
its complexity and thereby generate a lot of 
hostility from the traders tuward.s V AT. ITie 
introduction of VAT principle on specified 
commixiities can create a lot of inconvenience 
to the traders and tax payers, for, the dcaleis 
now have to maintain separate accounts on 
the sale of commodities subject to the VAT 
principle and on tho.sc that are nut. The 
selective extension of the coverage to speci¬ 
fied commodities at |M)si-manufactunng/ 
import .stages may also create lobbying and 
.special interest groups to keep themselves 
out of the additional coverage. Thirdly, the 
tax IS confined only to goods, and services 
continue to be outside the purview of the 
levy. The extension ot the lax to services 
would require the amendment of the 
Constitution. A numberof scrviccsenterinto 
the production of goinls and vice versa and 
thcrclorc, il the dual VA I' system as 
recommended by the NIPFP study team has 
to be implemented, bruh the centre and the 
states should have concurrent powers to levy 
tax on services to relieve the input taxes. 
Fourthly, no mechanism has so far been 
developed to relieve the tax included in the 
commodities .sold on iiitcr-.statc trade. F'inally, 
as proper VA f is not in vogue, it has not 
been possible to calculate the refunds on the 
(zero-rate) exports. 

Simplification of the rale structure would, 
no doubt, reduce the vompliance cost to 
some extent, hut by. itself, this is unlikely 
to be attractive to the tax payers as there arc 
additional compliance costs of paying the 
tax, and claiming a set off on the tax already 
paid. As already mentioned, the reforms so 
far implemented merely attempt to extend 
the tax to stages subsequent to the first point 
by setting off the tax paid in the previous 
stage. Thus, the resellers who were not 
required to pay the lax earlier are now required 
to pay the tax, which naturally invokes 
resentment. They are aLso required to keep 
more detailed accounts than in the past. 
Therefore, by itself, mere rate rationalisa¬ 
tion is unlikely to convince the dealers that 
paying the tax in stages beyond the first 
point would confer any advantages on them 
until a full fledged VAT is intrixluccd. At 
the same time, extension of the lax to post¬ 


manufacturing and import stages without the 
willing co-operation of the dealers is not 
likely to succeed and it is therefore, important 
to demonstrate the definite advantages to 
them. 

IV 

Experience of Thailand in 
Introducing VAT 

In introducing the VAT, much can be 
gained from theexpcrience of other countnes 
that have successfully implemented the tax. 
Particularly, in undertaking the initial reform 
measures, the experiences of developing 
countries like Thailand have much to offer. 
This is because, Thailand, like India, has a 
large number of small dealers. Before the 
introduction of the VAT in Januaiy 1992, 
Thailand also levied a cascading type 
‘Business tax' on the producers, importers 
and dealers in various services at as many 
as 21 rate categories. This was replaced by 
the VAT at a single rate (with very few 
exemptions on unprocessed food items, farm 
inputs and educational and health services) 
on all dealers havinga turnover of more than 
6.(K).(K)0 baht. Even though the revenue 
nciilral rate wasc.stiinulcd at 10 percent, the 
tax was levied at a low'er rate of 7 [ler cent 
to ensure easy acceptability and better 
compliance.^ 

.Some importani lessons trom the. 
experience ot Thailand in introducing the 
V ATarc notable F'i rsi, t he lax was intrtxluced 
after a thorough preparation for almost five 
years. The government appointed as many 
as eleven working groups to work out the 
details, evolve necessary legal framework, 
build the information .system and com¬ 
puterisation, cater to the educational and 
training needs of the tax payers and tax 
officials and to co-ordinalc the work of the 
various working groups to ensure a smooth 
transition. In this task international advisers 
and consultants also played a very important 
role.'* The prcpar,jition also created the 
confidence to the policy -makers and showed 
that even with a low lax rale, the targeted 
revenues could be realised. The reforms 
rc.sultcd in the simplicity, lower tux rate, a 
properly worked out scheme of tax relief oti 
inputs and capital goods and the most 
important, the provisions to refund the lax 
to the exporters within a month. 

.Second, policy environment was created 
to switch over from the cascading type lax 
with the 21 tax rales to a single rale 
consumption type VAT. Of course, in India 
inter-state tax competition makes it more 
difficult to make such a radical change in 
one stroke, hut significant rate reduction and 
rationalisation is within the realms of 
feasibility as somcof the .stales like Karnataka 
have found when they reduced the number 
of (ax rates drastically last year. 


The most important feature of the reforms 
in Thailand, however, is the system of 
simplified tax assessment introduced on (he 
small dealers. Hie tax is applicable to all 
those dealers with a turnover ot more than 
6,{)0,(X)0 baht. However, all dealers up to 1.2 
million baht may opt for a simplified .system 
of as.scssmcnt by simply paying the tax at 
I ..S per cent of their lurnovei. Those above 
this limit arc required to pay the tux at 7 per 
cent with .set off provided tor the tax already 
paid. The smaller dealers who pay the 
simplified tax are not a part ot the 'ring', 
and the tax paid by them cannot be set off. 
If. however, they intend to be a part of the 
‘nng’, they could voluntarily rcgi.slcr and opt 
lor the regular assessment. As most of the 
dealers falling below 1.2 million baht are 
retailers, the cascading from the turnover tax 
IS minimum. This principle can easily be 
incorporated in the reforms in the sales tax 
sy.sicms in India. 

V 

Transition to VAT: Suggested 
Measures 

In the interest of minimising cascading 
effects and relative price distortions, and 
improving revenue productivity ol the tax 
system, there is a general agreement (hat the 
prevailing sales tax system should be 
trunstormed into a consumption type VAT. 
It IS therefore imjiortani that the reforms in 
I he sales tax systems undertaken by the states 
should facilitate a smooth switch over to 
VAT. It is also important to create a ve.sted 
interest for such a reform. Given the com¬ 
plexity ol the prevailing system and the 
large number of players involved in the 
game, this can only be reached in stages with 
well backed up re.scurch and preparation. 
However, it is necessary to lay down the 
various stages and c vol vc a definite timetable 
to be followed by all the states and Union 
Territories to ensure that the rclorms are in 
(he indicated direction and progress in 
achieving the goal is broadly unilurm. 

The first step in the introduction of the 
VAT is to rationalise the existing tax rates 
on the lines suggested by the slate finance 
ministers’ committee, and extend the tax 
beyond the first point by setting off the tax 
paid at the previous stage. Some of the states 
have already taken steps and many are 
contemplating action in this direction. 
However, il is important to ensure that the 
reform does not fail even before it begins, 
and the success of rationalisation and 
expansion of the tax base, as mentioned 
earlier, depends on three importani factors. 

First, the rate ralionalisutton into four floor 
rates should be done taking account of all 
supplementary levies like .surcharge on sales 
tax and turnover tax. If these supplementary 
levies are continued and if their rales loo are 





differentiated depending on the turnover 
range of the dealers, there will be much more 
rale differentiation than what is intended and 
the purpose of minimising rateditferentiution 
will be defeated. Once removed the policy¬ 
makers should desist the temptation to 
introduce such levies from time to time to 
meet the exigencies of revenue. More 
importantly, it must be noted that the 
rationalisation exercise cannot succeed 
unless the Union Territoiies are actively 
involved in it. 

Second, it is important to work out the 
revenue neutral rates as the lax base is 
expanded in order to demonslrale the 
advantages of the V AT to the lax payers. The 
emphasis should he on long term revenue 
productivity coming from better tux 
compliance. It must he noted that Thailand 
levied the tax at 7 ix;r cent even when the 
revenue neutral tax rate was 10 per cent, and 
this went a long way in the acceptability of 
the tax. Interestingly, this ensured a high 
overall revenue prcxiiictivily as the revenues 


increased at the average rate of about 30 per 
cent after the adoption of VAT. Interestingly, 
the reform led to significant improvements 
in the buoyancy of income and corporation 
taxes besides the VAT. With improved 
buoyancy, the task of fiscal adjustment was 
rendered easy, and the government could in 
tact, reduce the marginal rate of income tax 
from 50 to 37 per cent, and of corporation 
tax by 5 points to 30 per cent. In contrast 
to this, much of the resentment in Canada 
against the levy of the goixis and sei vices 
tax was due to the perception that the rate 
of tax levied was not really revenue neutral 
and the new lax rate did nut take into account 
the expan.sion of the tax base which included 
services. 

Tliird, It IS important to have the tax payers 
on the side of reforms. One method that can 
easily he adopted to minimise hardship to 
the dealers and signi ficantly reduce the burden 
on the lax officials is to have a simplified 
tax levied at the rale of 2 pei cent (or lower) 
on the turnover of all dealers with, say less 


than R$ 10 lakh and the regular VAT on the 
remaining. At present, the tax on their 
turnover is in the range of I.S to 2 per cent 
and even in Karnataka where in addition to 
the regular sales tax, a turnover lax and a 
surcharge on sales tax is levied, the average 
rate works out to about 2.5 per cent. The tax 
paid by the dealers paying the simplified tax 
will, however, not be deductible as they will 
not form a part of the ring. If, however, any 
of the dealers in this category want to be a 
part of the ring they could opt to voluntarily 
register and pay the tax at regular rates. In 
this way the smaller manufacturers and 
wholesalers are not disadvantaged. Most 
dealers falling below Rs 10 lakh are in any 
ca.se be retailers and the cascading resulting 
from levying the tax on their turnover will 
be minimal. This reduces the buidcn of 
keeping detailed accounts and invoices to 
significant proportion of Ihe dealers. In 
Karnataka, for example, dealers below 
Rs 10 lakh turnover constitute 77 per cent 
of the total and they account for only about 
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6 per cent of the taxable turnover and the 
tax paid (Table I). Even this arrangement 
can be reached in stages, initially having 
simplified assessment on dealers below 
Rs SO lakh and gradually extending the 
coverage todealers below that after acquiring 
the experience. This will exclude almost 92 
per cent of the dealers from keeping detailed 
record of invoices and accounts, and they 
account for just about 15 per cent of the 
turnover and tax paid. 

From this point of view the Maharashtra 
model of taxing the value added subsequent 
to the first point on all final goods by dealers 
above Rs 50 lakh turnover is preferable to 
the system of selectively extending of post 
manufacturing value added on specified 
commodities. This can help to expand the 
tax base to post manufacturing/import 
stages and minimise the resistance and 
eventually hcipthe transitiontoufull fledged 
VAT. 

The .second stage of reform involves the 
extension of the sales tax on services and 
this calls for the aniendmeni of the Con¬ 
stitution. Neutrality in taxation calls for the 
taxation of services and given that many 
services enter into the production and 
distribution ot goods, the value added t<ix 
eventually adopted will have to relieve the 
tax on services as well. As both the ecnire 
and the slates will be levying the VAT. there 
IS no reason why the taxation ol services 
should be an exclusive picrogaitvc ol the 
centre. It would be ideal to give concurrent 
powers to the states to levy tax on seivtces. 
Ol course, some merttorious services like 
social services may he kept out ol the purview 
ot taxation by both the centre and stales. 

In the third stage. It IS important to eliminate 
all forms of tax reliefs and incentives for 
induslriali.sation. Simultaneously, the .slates 
can introdiii e the system of providing lax 
credit on the purchases of inputs and capital 
goods to the manutacturers. This is a more 
neutral and better form of incentive than the 
various types ol incciitives provided by the 
states. However, as the central sales lax will 
still be in vogue, the principle can be extended 
to purchases within the slate, which, from 
the national viewpoint, is not entirely 
desirable as it can result in inter-state tax 
spillovers. However, as a transitional step, 
this may be the next best solution. 

The fourlh,stage of reform involves further 
rate rationalisation into one or at the most 
two rales estimated to ensure revenue 
neutrality by taking into account the expanded 
tax base. Simultaneously, the central sales 
lax should be abolished, the input relief 
extended to all inputs and capital goods, 
whether bought from within or outside the 
Slate. This would also require the creation 
of a clearing house mechanism to relieve the 
tax on inter-state sales to ensure that the lax 
collected by the exporting stale is returned 


to the state where the linal sale takes place. 

It is necessary to recognise that a full-fledged 
VAT cannot be achieved unletts inter-state 
sales tax is significantly brought down and 
eventually, all such sales are either /.ero rated 
or set off. 

Abolition of intcr-.state sales tax will be 
the most contentious issue in the introduction 
of VAT. Due to the fear of losing revenues, 
the states have not been able to come to the 
agreement on the issue of abolishing or even 
reducing the inter-state sales tax. Of course, 
political leadership in a number of states did 
not hesitate to lose large amount of revenues 
for populist reasons like introducing pro¬ 
hibition or initiating a number of subsidies 
and transfers. But, it is unlikely that they will 
he easily fiersuadcd by the need to reform 
the lax sy.stcm by abolishing the central sales 
tax unless a compensatory mechanism is 
introduced, though the revenue from the tax 
constitutes just about 17 per cent of the sales 
lax revenue. 'Hie centre could work out a 
scheme to persuade the states to give up the 
inter-state sales tax in return for giving them 
the power to tax services. After all. if the 
economy is fully liberalised and import ot 
consumer gmids allowed at low rates of 
tariffs, the stales would lose a lot of business 
if they |)crsisl with the intcr-.state .sales tax. 
(Import may become cliea|)erthan purchasing 
Ironi other states.) If necessary, the centre 
may also provide i compensation to cover 
a certain percentage (say 50 per cent) of the 
revenue from CSTineach stale fora sitecified 
period (say, three years) until the retorms arc 
firmly in place and revenue productivity of 
the tax system shows significant im¬ 
provement. The compensation may be based 
on the latest years’ revenue from the CST 
or the average of the last iwo/three years. 
As It IS, the introduction of the VAT, backed 
by a proper iiiforniation system is likely to 
enhance the revenue productivity of personal 
income and corporate taxes sigiiiricanlly and 
as the amount of com|ictisaiion involved is 
within the realm pf feasibility, the centre can 
certainly do .so in the interest of efficiency. 

in any case, the fear of losing revenue is 
likely to weigh heavily in any ratioruilisation 
measure leading to the introduction of the 
V AT. Unless the bureaucrats are assured that 
they will not be penalised in the case of short 
term revenue loss, they arc likely to develop 
cold feet. It is therefore imixirtant for the 
centre to create a fund to compen.sale the 
.stales in the event of a significant shortfall 
in revenue. The detailed modalities ol 
compensation can be worked out and the 
multilateral institutions can also be asked to 
assist the fund as they have shown a keen 
interest in the sales tax reform in recent 
years. 

It is important that the detailed steps 
involved arc discussed threadbare by the 
centre and the stales and a detailed timetable 


drawn up by which time all the parties 
concerned will undertake the relorm 
measures needed. Once broad measures are 
agreed upon and the timetable drawn, it is 
necessary to appoint a number of working 
groups by the .stales to work out the stnictural. 
legal, operational, and transitional details, 
the development of the required uifoi mation 
system, computerisation of the returns and 
the creation ol the clearing house mechanism. 
This will ensure a certain measure of 
uniformity and harmony in the evolution of 
the VAT and also adherence to a time bound 
plan of removing the inetficiencies and 
distortions that bedevil the sales lax systems 
at present. 

Notes 

[The authors would like to express ihcir gratitude 
to the Indian Insiilulc of Management. Bangalore, 
for providing the research facilities. Th.inks are 
also due to Kenuka Viswanathan for helpful 
discussions. I 

1 For a detailed discussion on the desirable form 
of consumption taxes, see. Burgess. Howes 
and Stern (l‘)0.t) and more particularly, the 
Report of the Study Team on nomesiic Trade 
Taxes [NIPFR 19'M| and also Joshi and Little 
(199(1) 

2 The distoitions in the slate lax structures ceased 
by tbe union tcniliorics can tie hightigbled by 
the example on the luxation of motoi cars at 

per cent by Chandigarh Adinimsiratiun This 
has forced Punjab to levy ihc lax on inolor cars 
al .) 5 per cem. lower Ihaii the lax rate levied 
on even foodgrains' .Some slates have resorted 
to the levy of entry taxes on inolor vehicles to 
iiiinimisc the diversion ol trade into union 
lerntiones having low lux rales, adding to the 
complexity and distortions 
.t For details, see NIPFP (I99S), Ap|ieiidix 
4 This was also true of Indonesia where the learn 
led by Malculiii Oilhs of Ihuvurd University 
not only provided Ihe hluepimi for the 
introduction of VAI. hui also look a lead role 
in providing naming lo the tax officials. 
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Adaptations of Peasants in a Stress 

Environment 


N Purendra Prasad 
P Venkata Rao 

Recurrent drought situations bring about substantial socio-cultural changes in the village set-up. This article 
studies the coping mechanisms of a village community in Anantapur district of Andhra Pradesh in scarcity conditions. 
Erosion of traditional occupational relationships, .sale of land and livestock, seasonal and permanent migration 
are some of the graded responses to increase in .severity of the drought. 


THE study of the relationship between 
human beings and their environment has 
been a major interest lor social scientists. 
The inleraciion between man and nature, 
presented as an ecological problem on the 
one hand, and as a soc.io-ecunonnc problem 
on the other, has been approached as if both 
components were autonomous. But, the two 
problems aic only two aspects of the same 
complex situation. As Garcia (1981:169) 
points out. they arc only ‘parts’ or ‘elements’ 
or‘components' mteractingall the time within 
the system. 

References scattered throughout ethno¬ 
graphic literature describe violent deaths, 
acute hunger, disease and property loss 
resulting from droughts, IliKids. geo-physical 
calamities and epidemics. According to Torry 
(1979:518) classical studies of several popu¬ 
lations including the Nuer, Navajo, Donu, 
Lo/.i, and Tikopia probe the sociological 
requirements ansing from environmental 
hazards. Arguing lor relevance of anthro¬ 
pology in disaster research. Torry pointed 
out that: 

Natural disasters, are having a profound and 
increasing impact on thud woild com¬ 
munities. These phenomena have .iiouscd 
social scicntinc interest laigcly because they 
create problems that draw into shaip relief 
a vaiiety of fundamental social pioccsscs 
less easy to observe or interpiet in more 
ordinary contexts. Disaster research would 
thus seem to fall well within the purview of 
anthropology (1979:517), 

COLTDRAI Et'OLOTiY Pi HsmTtvr 

In anthropology, environment is used to 
explain cultural origins and diversity and the 
best approach being cultural ecology 
(Hardesty 1977:17]. The ecological vantage 
point in anthropology was expressed as early 
as in the 1930s by Julian .Steward. Perhaps 
the most important contribution of his 
‘method of cultural ecology’ was the 
recognition that environment and culture arc 
separate spheres hut .are involved in dialectic 
interplay or what !■ called ‘feedback or 
reciprocity cau.sality’ (Kaplan and Manners 
1972:9]. Valentine (1968:5) opines that, 


through culture, men collectively adapt 
thcmsel ves to environmental conditions and 
historical circumstances. 

A part of the problem of understanding 
cultural systems and their relationships to 
the environment is that of understanding 
why a given process is carried out and what 
its .s|)ccilic impacts arc. not only on tiic 
environment but upon other aspects of the 
cultural system as well. An ecological 
perspective provides the sound basis foi 
judging social relevance and for defining 
the Iramc ol scientific inquiry. In the ecolo¬ 
gical perspective, anthropologists consider 
'culture' us accntral concept mediating man's 
relations with environment. 

Adaptation is the central concept in 
ecological studies because it is the process 
whereby beneficial relationships are estab¬ 
lished between organism and environment. 
The study of human ecology, the under¬ 
standing of how humans cope with their 
environment, must therefore use a restricted 
concept of adaptation.' The term adaptation 
connotes varied meanings in the anthro¬ 
pological literature. Adaptation refers to 
adjustments that individuals and gioups of 
individuals make to changes m their context 
of existence, including their natural, social 
and cultural enviionments. Stoll (cited in 
Alland and McCay 1973:169] was the first 
to suggest that the adaptation of populations 
to a limited cnvironmenl may include bio¬ 
logical and cultural mechanisms that bring 
populations into equilibrium before the inter¬ 
vention of disease or famine, and within the 
limitations of a particular carrying capacity. 

Cohen (1968) makes adaptation synony¬ 
mous with man's success in mastering nature. 
He ob.scrvec that 

...focusing on the role of adaptation minan's 
attempts to construct his patterns of .siKial 
rclaiions and to free himself from the 
limitations of his habitats... When we say 
that a population is adapting we mean that 
it IS altering its relationship to its habitat in 
order In make that habitat a more fit place 
to live... The adaptation of man is 
accomplished principally by cultural means, 
through the harnessing of new sources of 
energy for productive ends... (1968:14). 


Anthropological cultural ecology has 
been particularly concerned with the way 
these reciprocal relationships function in 
relatively isolated .societies, often living in 
specialised environments. Existing works 
in the field, according to Bcnnet (1976:71), 
seem to alternate between approaches that 
take the environment as the starting point 
(c g, arid lands or the tropics) and then see 
how these specialised settings have intlu- 
cnced social organisation and cultural ideas, 
and tho.se that lake the subsistence system 
(e g, pastnrulisin or swidden agriculture, 
and its social concomitants) and sec it 
similar patterns have emerged in similar 
environments. 

Berry (1976) argues that, “the term 
adaptation is an ambiguous one. However, 
It refers to thcchangcs in culture or behaviour 
which arc associated with changes in an 
environmental .setting’’. He classifies the 
varieties of changes in culture under three 
categories - adjustment, reaction, and 
withdrawal. In the case of adjustment, 
behavioural changes arc in a direction which 
reduces the conflict between environment 
and behaviour by bringing the behaviour 
into harmony with the environment. Berry 
says that this variety is the one most often 
intended by the term adaptation and may be 
the most common form of adaptation. In the 
ca.sc of 'reaction', the behavioural changes 
are in a direction which retaliates against the 
environment; these may lead to environ¬ 
mental changes, which, in effect, incicases 
the congruence between the two, but not by 
way of culture or behavioural adjustment. 
In the case of ‘withdrawal', behaviour is m 
a direction which reduces the pressure from 
the environment: in a sen.se, it is a removal 
from the adaptive arena. 

Adaptation is understood as a sequential 
process in which solutions to problems 
become in turn a part of the next problem. 
Individuals, families or communities have 
to confront the situations in which they find 
themselves at a given time, with the resource 
constraints of landj^ labour, capital and 
mobility of which they arc aware. Adaptation 
is being used not merely as a mtxJel of 
stimulus and response, but rather as an 



interpretive tool for pursuing the intricacies 
in space and time of human ecological 
behaviour. Hence, it is neces-sary to .see human 
behaviour concerning the environment as 
part of a social system. Thus anthropologists 
focus on the adaptive responses made by 
individuals and groups by means of cultural 
behaviour. 

One of the important aspects is to sec how 
people cope with occurence, intensity, 
scheduling and duration of environmental 
hazards like drought. This is because suffering 
and loss arc not a matter of physical damage 
alone, they have social and cultural basis. 
This article examines the various strategies 
people have adapted in coping with drought 
at micio-levcl and the sucio-cultural impli¬ 
cations of these adaptations. 

Meihntlologw The study is based on 
tieldwork conducted ovci .1 [icriod ol 11 
months during 1992-94. Schedules were 
canvassed for all the 192 households in the 
village, after establishing rapport lor one 
month, prior to data collection. Once the 
primary data was collected and analysed, 
indepth intciviews, case studies were 
condiKlcd during the different agricultural 
sca.sons to cover the .seasonal migrants. 
Piirlicipanl observaiion was the major 
tcsearch tool in Ihe data collcclion. Also, 
secondary sources such as oillcial records, 
gazelleers and archival mateiiul have treen 
consulted. This single \ 1 llage study has been 
eairictl oul in the background of the region 
in which It IS located. 

Previous anthropological studies on 
drought were conducted mostly in the 
societies with low level ot technology and 
deveiopmeiii (mostly poor tribal societies of 
Africa). In such societies, there arc glaring 
elfcets of drought and their main concern 
was only with regard to food rationing or 
socijil storage systems. In the African studies, 
gradation of dill'crent .sections of people is 
not necessary in the analysis of drought 
situation. However, any study on India has 
to take into account the IcK'al hierarchical and 
other divisions to comprehend the leality 
better. The present study, conducted in a 
different social and ecological setting, focuses 
on occupational and spatial mobility, a less 
frequently encountered .adaptation in the 
African studies. 

For the purpose ol analysis, various ’jaii’- 
and land categoiics arc classified in order 
to understand the differential impact of 
drought on each jali and land category. Fi ftcen 
jalis in the villiige have been classified into 
four groups,' viz.cuilivatorjatis, agricultural 
labour jatis, service jutis and .scheduled jaiis 
according to their traditional occupation 
and social esteem in the local hierarchy 
(Table!). Among these jatis, scheduled 
jati has been made a separate category only 
to make a special focus on the socially 
depiivcd group. 


The Study Village: The study was 
conducted in Anantapur district of 
Rayalasecma in Andhra Pradesh. Rayala- 
seeina region is liisiorically known as 
'stalking ground of famines'. Of all the 
drought-prone districts of Rayalascenia, 
Anantapur is the worst drought affected 
district, which ranks .second for its low 
average rainfall (544 mm) in India. 11ic 
study village Ranapuranr' shares much with 
most of ihcdry zone villages of Rayala.scciiia. 
This is a multi-jati village with .signillcaitt 
variation in land-ownership, occupation and 
income. 

Raihipuram is piedominantly an agri¬ 
cultural village inhabited by 1,1.^5 persons. 
The land use p.illern in the study village 
(Table 2) indicated (hut large area of land 
(95 per cent) was under rainfcd ugiiculturc 
Groundnut was the most cultivated. Other 
crops were jnwar, ragi, euriundcr and 
sunflower, pulses like redgram and 
greengram. 

Agriculture was the main source of livch- 
hood. Besides culiivation.otheravenucs that 
provided employment for people of the study 
village were: agricultural labour, artisan 
and other agriculturally dependent occupa¬ 
tions like cariicntry, service occupations like 
washermen, barbers, stonc-cullcrs, tailor 
work, petty trade also provide livcIiluMHi in 
addition to lew coming under employee 
category 

The landholding pattern reflects Ihe 
agrarian/soeial hierarchy in the village. 
Cull I valor jati members, who occupy llic lop 
position in social hierarchy hold 51 per cent 
of the total land. Further, 67 jier cent ol the 
irrigated land is under the control of this jati. 
On an average, cultivator juti persons own 
11 acres |)er hou.sehold whereas all the other 
jati persons together own .1.5 acres per 
household. Though economic disparities arc 
explicit from the above, there are inherent 
social distinctions also involved in tl. For 
instance, even if an agiicultuial labour, 
service, and scheduled jati person owns an 
equal amount of land on par with a cultivator 
jali Iverson, their social status is not on equal 
terms. Hence, these distinctions vary from 
one Jali to the other according to the local 
hierarchy. Most ot the hou.scholds (68 per 
cent) have less than 10 acres of land and 
many others (18 per cent) arc landlc.-..s 
farmers. The majority of the cultivator jali 
people (77 per cent) are large and medium 
farmers, whereas most of Ihe other jatis are 
small and medium tarmers. 

Aoaptatio.ns in Ijvm.iiiooij .SrRArK'ut-.s 

Agiieullural system of this village w.as 
subsistence oriented, producing essential 
food and fodder lor local consumption. 
Previously bajra (pearl mil!et),sorghum. ragi 
and korra (Italian millet) served as staple 


fond as welt as for limited economic 
transactions. These foodgrains fetched (mur 
prices because of low demand. Gradually, 
groundnut has become u predominam ciop 
in the iiKal economy. The main reason for 
It was, groundnut proved to be drought- 
resistant compared to ragi, korra and 
bajra. In addition it was economically more 
viable. 

Drought had induced farmers to think of 
innovations in the cropping puiicrti and 
accordingly farming pruclices arc well 
adapted to suit the harsh environment. For 
instance, crops with diiferent maturation 
periods arc cultivated in rotation to cope with 
criatic rainfall. Similarly, mixed cropping 
and inler-cropping are also re.sorted lo as 
adaptations to the (ircvailing condilions. Tlic 
knowledge of seasonal migranls also helped 
in shifting from one variety lo another variety 
of giuin which gives a higher yield in the 
local environmental conditions. This was 
evident in the shift from local variety of 
jowar to the ‘Raichur jowar’, which is a 
high yielding vancly, that were brought 
by seasonal migrants as part oi their wage 
labour. 

After Ihe adjustments to successive 
droughts there was some change even within 
the groundnut crop. Previously, ‘tcckkai’ (a 
variety ot groiindnut) was widely grown. 
The duration of this crop was for almost 150 
days. When drought (K'curred most of the 
agricultural labourers ot the village had to 
seasonally migrate,^ farmers had no option 
but to adapt themselves, to another variety 


TaBI.1, I (.’ATKRIRlSATUlN Oh JM(S 


Category 

Jan No ol 

Households 

Ciillivalur 

jali 

Kainma 

22(11.5) 

AgriciiltumI 

Hoya 

107 

labour jali 

Kuruva (shepherds) 

4 


Nese (weavers) 

2 


Vadde (stone-cutters) 

4 


Ediga (loddy-cippers) 

2 


Bah|a 

1 


Diidekula 
(iniillres.s makers) 

1 


Siih-total 

121 (63.0) 

.S rvice |Jtis 

(’hakali (wa.shermen) 

4 


Mangati (barbers) 

1 


Kunmiuri (potters) 

2 


Hommalala 

1 


Bliatrajulu 

2 


Suh-total 

10(5.2) 

Scheduled 

Madigiu, 

34 

latis 

Christian 

5 


Madigas 

Sub-total 

39 (20.3) 

Total 


192(100) 


Note: Traditional caste occupation is indicated 
in brackets which doc.s not necessarily 
imply their present occupational status. 



of gruundnul wiiti ;i 110 day duration 
and high yield. Ullimatcl), by the year 
1085 all the larnieis in the village adapted 
tcckkai 

Women paiiieipaicd in various kinds ol 
work geneiaiing .iddiiional iiieome in both 
normal and ensis periods, espeeiallv when 
a household migrates to dillereni places It 
was revealed that at places ol migration 
women engaged lhemselve..s as .servants 
during the evening limes aiul 72 per cent ol 
the women belonging to seasonal niigrani 
families went loi begging in the evenings 
after their routine work. Women usually got 
small interest-tree loans Irom kin and 
ncighhouis and ciedii Irom shopkeepers 
lor day-to-day needs l-uriher, children were 
initiated into the labour lorce at an early 
age parliciilaily because entire families 
migrate out. 

From Common Fro/n-ity Re\onrrf\ 
iCPRs) to Prtvatr Fropertx Rcsonn'f\ 
(I’PRs): CF’Rs are an impoitani source ol 
livelihood foi the poor people ol Ranapiiram. 
Access to (’PRs m lural Andhra Piadesh is 
not clearly defined legally but has evolved 
out ol cuslomaiy lights enjoyed by the pool 
formany generations Foi insiaiuecollection 
of dung from outside the area ol owner’s 
residence was an imicsiricted right ol the 
iwor Similarly the pool were allowed to 
collect fallen Iruils hut arc not allowed to 
climb trees to pick Iruit. Apart horn CPRs 
there was also access lor the pooi to privately 
owned resmnees ol the rich. For example, 
poor people grazing then livestock m the 
fields owned by iich was a norm. 

Due to recurrent droughts, the wi Id grasses 
that normally grow on the common pastmes 
during monsoon virtiiaily disappeared 
creating limited bidder availability. rhcH ol 
fodder was common in the village particulai ly 
during two months m the summer se.isoii. 
Apnl and May When lound guilty they are 
punished but it has become part ol their 
living pattern. 

Firewood has become scaice m the village, 
even in normal seasons. Previously tlieic 
was no restriction on the use of lirewood. 
Due to scaice siiualion. liiewood is iieaied 
as piivate pioperty For the past Icw’ years, 
people ol Kanapiiram arc going to nearby 
villages logel liiewiuKl. A limited collection 
ol lirewood is still continued by w'omen and 
children ol the |roor households. The rich 
have aduptal to alternative source of fuel. 
Mo.st of the upper jati people bought electric 
stoves, immersion heatcis and indulge in 
illegal powei utilisation. In the entire village, 
lapping ol eiectricity illegally is a common 
phenomenon This tendency is more pre¬ 
valent among large larmers Due to scarcity 
of lirewtKJd, piuir jicoplc make it a point to 
go for at least two to three weeks work to 
a nearby pl.ice, lor cotton picking. Hie 
purpo.se IS iwo-lold: one is to make a little 


money during titc slack sca.son;anuthcrbcing, 
.since cotton stalks are not u.scd by local 
[leople (a taboo), .seasonal labourers carry it 
to their villages and use it as fuel Similarly, 
sun Mower is another crop which has been 
adapted by the villagers to make income 
from sunllower seeds and u.sc sunflower 
stalks as fuel. Previously, there was lot of 
grazing land which is now gradually reduced 
bccau.se more land is being brought under 
cultivation. Moreover, there was not much 
lesiriction earlier for the village cattle 
immediately after harvest. However, it was 
revealed that during the study period, only 
the owner’s kin are allowed for grazing 
activity with prior permission from the 
owner. 

■Similarly, aloe plants wcie widely used as 
a lence demarcating fields. The elderly 
respondents revealed that aloe plants were 
common property and were never owned. 
During the siudy period peror people angrily 
remarked that even aloe plant has become 
a pi I vale pro|ierty resource. Hence, mpe 
makers who use the plant’s pulp have to .seek 
jicrmission from the owner and in return 
have an obligation to give a length of rope 
to the owner. In these ways the legitimate 
use ol certain resources by the poor declined 
A niche that c.xisted for generations over the 
iich people's lands and as.sets lo derive 
livelihood was lost 

Ailimim}>consiimi>tioninitiems' Adjusting 
consumption, particularly bwd intake, was 
an impoi lant adaptation during drought years. 
In the study village, adjustment involves 
reducing Irom three meals to two meals a 
day; switching from solid lood lo liquid 
lood. I e, rice, jowar or korra balls to ganji 
(gruel), and taking solid bxul on alternate 
days, shilt 'o coarse grains, eating various 
kimls of loresi gieens like ‘chenchulaku’. 
guriigiilaku'.aiHl baddaku’. Various types 


of ganji (gruel) made of ragi or korra (Italian 
millet) serve as food for three to four months 
during every drought year. Vegetables like 
egg-plant and tamarind are boiled and 
consumed during drought pcruKls. in a few 
large households elders had lo forego certain 
items prepared in the house or take only ganjt 
(gruel), feeding solid IcmxI (rice) to children. 
TTiese were some of the adaptations in food 
pattern among agricultural labourers, parti¬ 
cularly at the places of migration. Some 
other means ot obtaining foorl were catching 
Held rats, ’cndrakayalu’ (crabs), hunting 
birds like ‘kausulu’ and ’adavipiltalu’.These 
activities are common in normal years also 
but during drought years, they become more 
important because they providea ginid source 
ot Io'.kI. 

Scholarly accounts of droughts and famines 
have often referred lo such lood and fodder 
as ‘famine food' [Arnold I9K8|, non- 
conventional food’ [Karanth IWlj etc. 
O’shea (198*)) has argued that tailing back 
on such laminc food -- which he calls a 
dependence on ‘wild lood resources’ - is a 
simple strategy during an agriculturally bad 
year. Arnold (1988) basing his views on 
.several accounts ot droughts and tamincs in 
diftcrcnl parts ol the world and in different 
times, lists the following as laminc lood and 
fodder: llcsh of animals that are not normally 
consumcil: tree hark; unripe gram, grass, 
roots, and even earth; picking lood grains 
from animal dung, pulling out grass from 
root tops. 

Adjustment of con.sumption patterns of 
poor and rich people arc quite distinct. While 
the poor people of the study village fall hack 
on the above mentioned lood at workplaces, 
the rich arlapi quite differently. They reduce 
consumption of milk, pulses, sugar, veget¬ 
ables. and consumption of loodgrnins. lo 
cope with the situation. 
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17 
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1 

- 
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(40.6) 
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1 

lu 

9 

6 

- 
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2 

() 

5 

3 

1 

18 

take care of assets 
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- 

6 

.5 

- 

- 

II 
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Total 

21 

68 
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Dymamics of palroit-client relationship: 
Given the unequal ciisiribution of land and 
other disparities in the village, it is obvious 
that social and economic relations cannot 
exist without mutual intcrdepciiJencc in the 
village. Patron-client relations have been m 
existence over several generations. Former 
jectha.s. whoturnedintoattachedagncullural 
labourers." get fairly good amount ol credit 
tor their day-lo-day and other needs. Though 
attachment m terms of work, and mutual 
help may not be as it was in the past, some 
siill maintain stable relations. These attached 
agricultural labourers not only deploy all 
members ot their household in patron's farm 
work but serve as labour recruiting agents 
for the ilay-lo-day work. So, m graid and bad 
times, patrons and attached agricultural 
labourcis rely on each other. 'Phiis. at least 
one Ol two attached agiicullural labour 
households become linked toevery cultivator 
hou.schold. In the piocess. a certain amount 
of .seciiiity e.xists for both the households. 
F.ven during dioiighl [vriods, patrons try to 
provule some work or crcilil to one or iwo 
ali.iched agiiciiltiiial laboinei hou.scholds. 
The mutual obligatory role is well elaborated 
by Epstein. 

A good liaivesi ,ilso meaiil moic woik for 
labourcis.IS well as foi ccilani tiinclioiianus. 
loi which they icccivcdiiocxlialewaids, hill 
gel gre.iiei li inge bcncl its. ^'el a pool hai vest 
siill piovided the depciidcnl castes with a 
iniiiinium ol suhsisicnie. Since Indian 
V ill.igei s. landownet s and landless alike, wcic 
all sub|ect to the ha/aids ol ihcn climale and 
eiivitonincni. they were .ill prepared to 
pai III ipaie in a syslein ol liei edilary lelalions 
which ol Ici eti all ol them at least die niininiiini 
necessitiesol life, except in limes ol cxlieme 
lailiire and geiieial lamiiie (l%7:2.'il). 

Thus, palron-clicni relationship acts as a 
bufler, to a ceitain extern, during drought 
periods. Though land lea.se, ciedit giving, 
elf, between patron and cheni. apparently 
seem to be economic liansaciions, they have 
a lot ol social signilicance underlying them. 

Casual l.ibourers rarely have a ‘bond’-like 
relation with the cm()loyers. So, their 
niimmum siibsisience is always at stake, and 
whenever crisis siiuaiion comes, they have 
to resort to hard options like migi'alion. No 
doubt, casual labourcis may be eii|oying a 
kind ol ’Ireedom’ bin this is at the co.si ot 
their subsistence needs in limes ol cii.sis. 
They are most hard-pressed during drought 
periods. Some transactions like land lea.se 
and lending between patron ami cheni have 
a lot of social significance underlying them. 

Service jalis like niangali Ibarber) and 
chakali t w asherinan) render regular. s|x;ci fied 
services for a group ot patrons throughout 
tlic year in relurn for a fixed piiyment in kind 
at harvest lime in addition to other 
concessions. It is reported that during 1991 
drougl’l, none of the regular service jati 


relationships were sevciely affecicd. But. 
service jati people argue that droughts do 
have Iheir impact each li me. The concessions 
that servicejali members regularly get m the 
torm of food and gifts are not available. 
During thc.se times few marriages (.sonieiimes 
even ml), religious lestivals, and jatharas arc 
condiicied. Washermen, particularly during 
drought years, have to forgo many gi i ts gt ven 
by patrons on Icstive occassioin. 

In the past ‘kuinmaia' (pot-niakingl jati 
people provided then clients specified 
number of pots every ycai for an annual 
payment in kind. Pot-makingdoosnot provide 
adequate employment any more and they 
have diversi lied themselves into commercial 
svork .Similarly the carpentry work which 
wiis a heiedilary occupation came to he done 
on a contractual basts in the study village. 
This occurred hecau.se large tanners adapted 
agiicullural implements made ol steel instead 
ol traditional wooden ones to increase the 
el III lency in i he context ol shortage ol labour. 
This appaient shift had many implications 
loi the carpenter household in icrmsof repairs 
tinderakcn, and liequcnt ordering of the new 
implements, i e. it disrupted the patron-client 
bond that existed lor generations Clients 
demand cash payments for their services 
rondeied to the paiions Consequently, the 
caipcniry lamily diversilied into making 
house construction material like windows, 
doors, and tables winch has commercial value 
in the maikel 

The available hleraluic indicates an erosion 
of siK'ial lelalionships between patrons and 
clients over time, although not their dis- 
ap|iearunce. attribuiable to several factors 
includingseason.il migration. Theic has been 
an incieasc in the possibility of hiiiiig cheap 
labour seasonally from outside without 
involving patron-obligations 1 Breman 19851. 
On the other side, clients opt out of such a 
relationship where more .secure or piolltable 
alternatives (especially urban jobs) can be 
obtained [Chen 1991:lb4-651. 

Sliait'-reanns <’1 HreMock: Livestock 
raising is the most important sourceol income 
ill the study village, next to agriculture. 
Livestock use and ownership remains l.irgely 
in the hands of huge farmers. Theie exists 
an indigenous sysleni ot hvc.stock sliaring 
mainly organised by women This system is 
of considetable inieiest liecause livestock 
aie crucial tor the poor both as slock and as 
assets that c.in be sold m times ol crisis oi 
need. 

The system of share-rearing involved cows, 
go.Hs .iiid chickens beiwceen households 
usually based on the traditional p.iiion-client 
relationship. The cheni would real the animal, 
taking responsibility for feeding it. In case 
of a female, after the animal has given birth 
twice, the client household keeps the second- 
born and returns the mother and first-born 
to the patron. In case ol a male animal, the 


proceeds after sale arc divided euu.illv 
between patron and client lii the case ..I 
chickens, eggs arc shared equally between 
the two parties. 

riiere were altogcthei 22 households 
involved in share-rearing of cows (18 
households), goats (two households) and 
chickens (three households). Apart Irom 
these, there were twoolher households rearing 
livestock of an absenicc landlord. Childieii 
and women are largely involved in rearing 
ot these animals The income generated lor 
the poor households from the share rearing 
of livestock is substantial Apart Irom 
strengthening social bonds beiween the two 
families involved in share-rearing, both the 
sides gain, though on unequal terms. Irom 
the lianMcttons. These share-rearing 
arraiigenfciiis last from a few tiioiiihs to few 
years, and ifl i*mc cases, ills tor generations 
with periodiP gaps from one transaction to 
the other. All these exchanges take place 
even during drought periods bui arc not us 
effective as in normal years. It was observed 
I n the study vi 11 ,igc that this system was more 
successful III providing supplementary 
ii'.ome for people's livelihood, more 
particularly the poor. 

Sale of assets: The as.seis include livestock, 
bullock cart.s, agricultural implements and 
other saleable' commodities. Large and 
medium farmers try to sell some of the 
stressed li vestiKk during drought becau.se ot 
non-availability ot loddcr: whereas small 
and marginal farmers, and landless arc ibreed 
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2 

20 
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IV 
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(77 1 

02) 
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.1 

1 
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20 

n 
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Tabu- S .Saii hi I, and nr Diihki.ni 
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Hoiiscliolds 

Acres 

('uliivalor (all 

8(22) 

243 5 

Agricultural Inborn 

2II2I) 

7(1 

Service |ali 

-(10) 


Scheduled inti 

6 (.39) 

26.0 

Total 

16 

276 


Note: Figures in brackets imlicalo loial number 
of houscholils. 



to sell livestock lo meet their consumption 
needs or to get money tor migration. 
Incidcntly, while halt ot the medium I'armcrs 
sold assets, only onc-louith of the marginal 
and small larmers sold them at the time of 
migration (Table ^). 

Studies in drought-prone regions indicate 
that people .sold draught-animals, agricultural 
implements, jewellery and other such assets 
in drought-prone icgions (e g. .lodha l‘)78; 
Nadkarni I985|. A few in the study village 
also mortgaged jewellery in commercial 
banks. During the crisis jewellery' is the 
most favoured option by all categories of 
people for mortgaging. .Subsequently, these 
assets will be either reduced or completely 
sold off over a period ol time and hence 
women would be Icit with nothing to fall 
back upon. Ncveitheless, this is a common 
practice among the villagers of Ranapuram 
m all crisis periods, irrespective of drought 
or mm-drought year. 

Mubii.isinu S(h:iai Niu works 

in normal oi gmul years, jati neighbours 
frequently loan each other small amounts in 
cash or kind. Sometimes, kin members arc 
t(K) generous if a person is in need. The 
borrowing activity among kin and jati 
relations are not limited to the village but 
also lake place outside. The help rendered 
may be m terms of cash, foodgrains, fodder 
and other lorms. lint during drought situa¬ 
tions, it IS not possible to expect the s.ime 
kind of help Irom their jati people. It might 
get restricted to their respective lineage 
groups or even that may not be possible in 
.severe drought situations. However, it was 
revealed that kin, particularly altines living 
in non-drought conditions, offer hospitality 
to drought affected households. 'fTicse stays 
normally last from one month to six months. 
For in.Mance, two Boya and one scheduled 
jati (backwardcastes) households mentioned 
that they had gone to their in-law’s place and 
stayed throughout the drought season during 
two years, taking part in agricultural work 
there. Two upper jati landowners migrated 
to their in-law’s where they Ica.sed-m land 
to sustain themselves. Thus, km members 
act as facilitators in casing the picssurc 
during crisis periods. Further, gifts given by 
lalher-in-law and mother’s brother are an 
important source of sustenance particularly 
during droughts. Interestingly, even after l.'i 
to 20 years ot marriage, taihcr-in-law's 
support to son-in-law’s household remains 
unaffected. 

Women play a crucial role in dealing with 
droughts. I'hey adapt well to the hou.sehold 
needs. Women operate effectively in main¬ 
taining a good network of jati and kin 
relationships to help manage seasonal 
shortfalls. Women frequently negotiate loans 
or gifts from their own paicnisorkin in Iheii 


natal village, either at the request of their 
hu.sband and his family or on their own. 

/g«ofiMg social ohlif’ations'. Every 
hoiuichold head has the responsibility of 
meeting not only minimum requirements 
for all hou.sehold members but also to meet 
certain social obligations These obligations 
include getting the hou.se whitc-washcdoncc 
a year, buying new clothes lor certain 
fe.stivals, inviting relatives, particularly the 
married sislers/daughters and their household 
members, offering a sheep or goat to the 
village deity, taking all members of the 
household topilgi image centres, giving gifts 
to the sons-m-law. One has to meet these 
obligations to keep social status of a house¬ 
hold iiilact. It becomes a kind of socially 
legitimate practice even if they do not meet 
these obligations dining ciisis situations of 
drought. 

.Several forms ol .social obligations exist 
within households. Young widows receive 
support Irom their kin, though they are not 
al lowed to remarry. Widows may not get any 
support during droughts. In the study village, 
the widow having a sevcn-year-old boy did 
not receive any help from her m-laws during 
drought and ultimately she had to take up 
a job ot school assistant (aya). 

Not meeting certain obligations like giving 
gi I ts to sons-m-law arc considered as social I y 
legitimate during drought |)crnxl. Several 
.socially and culturally important occassions 
also arc deferred or postponed. Social visits 
and exfienditures are curtailed lo a large 
extent. In the study village, a hx:ul festival 
sunkalamma jat hara organised by individuals 


once in a year is usually deferred during 
drought years. Similarly, marriage functions 
get postponed and socaal visits outside the 
village are curtailed during droughts. Even 
the regular festivals, which are quite pro¬ 
minent in day-to-day life are celebrated 
with minimum possible expenditure during 
drought years. 

Sometimes people are forced to break the 
existing customs while coping with the 
drought. These may htive lasting impact on 
their living pattern. In Ranapuram, the 
practice of ‘voli’ (bride-price) exists among 
madiga jati people even during the study 
period. As part of marriage, Rs 625 is given 
as voli, Rs 385 as ‘kaikattu’ (subsidiary 
expenses) and some grain (normally 5 kgs 
and above) to the bridal party, fhe groom’s 
party also has an obligation to make available 
abundant liquor to all people present at the 
marriage, which involves a heavy expen¬ 
diture. This obi igat ion became such al labi lity 
for the bridegroom-party during droughts 
that the jati council ultimately decided to 
abandon liquor giving. 

Seasonal mif>raiion as a copinf! mecha¬ 
nism: The recurrent phenomenon of drought 
perpetuates poverty and underdevelopment 
of the region. The strategies that the poor 
adopt include seasonal migration as an 
important mechanism lo cope with the 
situation. The jieriod of migration may vary 
Irom 15 days to ten months depending upon 
the nature of work and the need for the 
income. Seasonal migratory prcK'cssdirectly 
and indirectly aflccts the .social fabric al 
local level I Prasad and Rao 19961. .Sometimes 
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the indirect effects of seasonal migration 
were serious at (he place of migration as well 
as original place of residence. 

in the study village, a significant number 
of households. 133 out of 192 households, 
i e, 70 per cent of the total households, have 
migrated seasonally to different places over 
a period of 20 to 25 years. Significantly, 
there are more seasonal migrants among 
marginal farmers (78 per cent) and small 
farmers (8.5 percent) than among the landless 
(60 per cent). This is because I and less persons 
arc relatively more dependent on landlords 
and consequently get tied up either as iceiha* 
or as attached agricultural labourers. 

Seasonal migration is not merely confined 
to the landless, marginal and small farmers 
but extends even to the hoicscholds associated 
with medium si/c farms. Itmployincnt for 
these migrants is available in sugar, cotton 
and rice fields. In addition there arc opppor- 
tunities in sugar processing, canal construc¬ 
tion, mang.'uicse mining and granite work 
.Sugar cane handling requires large number 
of workers seasonally during the cane 
crushing .season. In sugar cane cultivation, 
though the crop takes 10 months to grow, 
the ()eak season lasts for a month or (wo The 
enormous demand for laliour during this 
period which is met by migrants. 

People of Ranapuram usually niigiate to 
several sugar cane growing areas ol 
Karnataka, initially, it was ju.st to make a 
living as they were woiking as wage 
labourers. In the latei years, they realised 
that more money could bi' earned provided 
they bring bullocks and bullock-carts. 
Members ol a single household or a tew 
households staitcd forming into units 
normally based on their kin lelationships 
These units work on contract basis, working* 
for 10 hours a day and cutting about one 
tonne per person. The work lasts for 30 to 
40days. Migrant households involved in this 
type of work save Rs 2,5(X) or more per 
season. A few households invested this 
money in sheep-reaiing and subsequently 
benefited. Eiirnings fur families with many 
male members is large. 

Lower caste (leopic are more vulnerable 
and resort to seasonal migration quite 
frequently while upper ca.ste people prefer 
selling some of their assets or borrow 
money using gold, jewellery as collaterals. 
This is because seasonal migration results 
in loss of prestige and social status fur the 
upper castes. 

Significant number of households (70 
percent of the total households) migrate 
seasonally to different places, i e, intra-state 
and inter-state seasonal migration (Table 4). 
One of the notable feature i.'* with regard to 
upper jati families who preferred selling some 
of their assets or mortgage gold ornaments 
to seasonal migration because it is below 
their status to migrate and work for wages 


(Table 5). In the study village, for most of 
(he years, seasonal migration has taken place 
only fur subsistence. In (he past few years 
(1989-94), it is akso being resorted to for 
improving their income. .Seasonal migration 
is undertaken not only in drought years but 
even in normal years. It is nol only the 
landless buteven the landholding households 
that have pcrmanenlly migrated trom the 
village over a period of time. The reasons 
for permanent migration vanes from one 
household to the other. A distinction needs 
to be made among the .seasonal migrants, on 
the basis of proper utilisation ol income. The 
households in which there arc more 
dependents (I e, children and aged) and who 
tire indebted to moneylenders arc unable to 
cross the poverty trap, while (hose who are 
more enterprising, taking up activities like 
sheep-rearing, non-tarm activities, and taking 
bullocks and bullock-carts along with (hem 
to the place o( migiation. arc able to come 
out of the (rap. 

Impliraiionx of coiniiK mechanisms: The 
adaptations described above were not 
followed in any .sequential manner nor had 
every jati similar coping mechanisms. 
However, several ol these responses have 
greater implications in the long run. Seasonal 
migration process had lasting impact on (he 
social fabric of the village. Firstly, a signi¬ 
ficant change occurred in land transactions 
in lavour of backward jatis. .Secondly, lower 
strata ol people organised themselves into 
pressure groups like Rytu Coolie Sangam 
(RCS) which resulted in the effective 
utilisation of CPRs and PFRs along with 
increae in non-farm activities like sheep 
rearing, brick making and petty trade. Thirdly, 
a few families had to permanently migrate 
out unable to sustain in the study village. The 
pressure groups lormcd through culture- 
contact had triggering effect on land ceiling 
and ownership rights on 'temple lands"' in 
the study village. 'I'emple lands were taken 
over by RC.S and distributed to the landless. 
This whole process shackled the dominant 
castes, and also (he dynamics of traditional 
relations between and among the Jati groups. 

At the place ol migration, a lew married 
women and unmarried girls eloped, unable 
to cope with the situation and subsequently, 
families got divided giving severe jolt to the 
exi.siing value system in the study village. 
A few households had to resort to the worst 
means of living by begging. Though madiga 
jati people resorted lo begging initially, later 
on even other jati members, who.se social 
status was high, took to tt. Change in the 
hereditary relationships and diversification 
of occupations is an important consequence 
in the procc.ss of coping up with drought. 

The role of seasonal migratory process in 
conditioning human welfare in times of crisis 
has been clearly established IBreman 1985; 
Agarwal 1990; Bardhan 1977], It is also 


observed that hnaseholds adjust ci insumption 
patterns and resort to liquidation of assets 
to sec them through the drought. This is in 
tune with .several other micro studies in the 
Indian context |Swuininathan et al 1969, 
Montgomerry 1977;PrahladaRaoctal 1987]. 

In Ranapuram, compared to children and 
aged people, women were to suffer the most 
while adjusting the consumption patterns. 

As shown in other studies too, patron- 
client and hereditary relationships get aftccted 
over a period of time due to rcciirri ngdrought 
situation ITorry 1987; Bose and Jodha 1965; 
Chauhan 1967; Dasgupta 1987). Drawing 
upon CPRs in scarcity situations, that has 
been focused in the recent micro studies 
I Jodha 1986; Dasgupta 1987). was akso 
ob.servcd in the .study village. The cultivating 
right s over 70 acres ol temple I anil, a common 
property, were given to one priestly family 
for his services. But. in the scarcity situtalion, 
landless and other backwaid jatt jieuple- 
formed RCS and distributed land among 
themselves, each getting I 5 acres of land. 

In the study village, better cropping 
methods like rotatton of crops, mixed 
cropping, adapting lo high yield varieties, 
reducing consumption pattern, expendtture, 
social and cultuial obligalions. sale of 
livestock and .'fO on comes under ‘adjustment’, 
as observed in Berry' s (1976) model. Further, 
‘reaction’, as defined by Berry, is not found 
in the study village. However, ‘withdrawal’ 
ciin be observed in the form of seasonal 
migration, adapting lo non-farm activities 
and effective utilisation of CPRs. 

More substantial responses to drought 
occurred after ad hoc rcspon.ses had been 
attempted, as mentioned in the Minnisi 1985) 
model. Initially, ad|uslineui in consumption 
pattcins, local borrowings, reducing ex|Kn- 
diturc. were resorieil to in the study village. 
Later, sale of livestock, removal of jecthas 
by landioids. seasonal migiation within the 
district were attempted. In the latei stages, 
scasontil migration outside the district and 
the stale, and sale ol land and permanent 
assets were taken up In fuiiher stages, some 
families left the village permanently. Thus, 
the magnitude of responses became intense 
with the scsenty ol the situation. 

Rural households, both nch and ptior,adapt 
suitably to cushion themselves against the 
uncertainties ol Nature. Given the gradual 
erosion ol tradiiiun.il hcrcditaiy relationships, 
increasing pressure on CPRs, and available 
resources, and the absence of viable need- 
based gtrvcrnment programmes, residents of 
Ranapuram had to rely increasingly on their 
own initiatives in adjusting to shortages. 
Drought and related factors have tnlliicnccd 
the social fabric of the village. For insltincc, 
dominant position of upper jalis declined. 
This was also due to cl forts of government 
and NGOs jnd due to .seasonal migratory 
process. ,Signiric.ant changes have taken place 
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due lo occupnlional divcrsiricuiioi). (nins- 
lormaiion in intcr-jali rclalions and bicak- 
downol traditional socio-iHilitical authority. 
Along with the cflorts nl govciniiiL'iilal 
and non-govcininetital organisations, 
droiight-i'clatud adaptations are also playing 
a signil'ii'ant role in the shaping ot social 
dynamics 

Notes 

1 Whai IS ailaplivc lor 'X' iii.iv iiol tx’ adaplivc 
lor Y'. hill the lei III .ulapialion' hasgeiicialised 
coiinolalioii ol dcsirahilil) ils use is likely lo 
lead lo assiiinplioii dial any adaplalion is 
generally good and applic.ihle 

2 FollowingMandelhaniiiI I'I70 l•l-a()).^lK•n■llivc 
lerin 'lali' is used lliroii.ehonl die sliidy inslead 
ol the leiin 'tasle'. 

1 1'his Itiiictional classilicalion is based on hodi 
econoinic class and social Ineiarcliy ll is lo he 
made cleai thal 'euliivatoi |ali caiegory' does 
mil iiulnde all die laiidliolding lioiiseliolds 
Siinilaily 'agiicnllinallahoui lalicalegoiy'does 
not iiu hide only landless households I'liilher. 
'.he service lalis do not necessaiily lollow iheii 
iradilional service |ali oecnpalions only 

4 This IS a pseuitoiiyin given lo die sitnlv village 

5 .Seasonal iingialion liisl look place in die yeai 

l%S lo the eonsliiiclion site ol .in iiiig.ilion 
canal ai a disiance ol 2^ kiloineteis tioin die 
sludy village 

h While leelha was a peiinaneni bond helween 
a ciiliivaioi iainily aiul vvoikei's lamily eon- 
tiniiingose' geiieialions..itiacht'dagiiciiliiii.d 
lahoiii was an aiinneeiiieni developed .is .i 
iransilion phase helween leetlia and a casn.d 
lahoiiiei 

7 Jewelleiy is usually the only tangible asset 
possessed by women in rural India and these 
assume s|K'eiul sigiiiricaiice in llieii life This 
IS panictilai ly beciaise it is given hv hei paienis 
at die tune ol iii.uriage .as pail ot 'gdt giviiie 
K A kind ot lie-iip heluieii a ciillisaioi lamds 
and a labotirei's tainily exisliiig ten a leu 
gene radons 

9 In rural Andhia Pradesh, temple lands weie 
gilled by llv nch landlords or /amindars lor the 
muinlainance ol temple This pio|Ha1y is now 
considered as ihc coiiiiiion land ol the \illage 
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DISCUSSION 


Price and Non-Price Factors in 
Agricultural Investments 

B D Dhawan 


V N MISRA AND PETER B HAZELL 
{EPW, October 26,19%) have responded to 
my observations {EPW, June 22. 19%) on 
their paper {EPW, March 30, 1996). Some 
of their clarirications arc welcome. Yet, a 
response to their rejoinder would be in order, 
affording me an opportunity to clarify my 
position where I have been misunderstood. 
My observations es.scntially touched on the 
three following issues: 

(I )lhe measurement pioblems of assessing 
determinants of farm investment annually 
made by Indian larmcrs; 

(2) improvement m cITiciency ot farm 
investment in recent years: and 

(3) positive inducement cflccts of public 
investments in agriculture on private larm 
investments (the .so-called complementarity 
hypolhe.sis). 

A sub-issue arising out ol issue no (2) is 
one ot lag between investment in agriculture 
and production. M Raghavan (/TPIV, October 
26,1996) has made an important inteivcnlion 
in this regard. I lowevcr, he has not taken any 
stand on the main issue itself (i c, the issue 
of increase in ellicicncy of capital in Indian 
agriciiltuie). Eventhoiigli I havere.scrvations 
about some incidental observations made by 
him, I am not making a direct response to 
his intervention lest we should gel lost in side 
's.snes 

In their rejoinder. Misra and lla/.cll (Mil) 
have focused on issues (2) and (3), without 
indicating whether they sha'c iny views on 
issue (H. In passing, they do niention how 
bccauscofcollinearity between high-yielding 
varieties (ic, MYV) variable ami public 
investments in agri>.ulturc "part of the con¬ 
tribution of public investment may he 
captured by the technology (H Y V) variable". 
It is well known that multicollinearity 
can render the regression coefficient ol a 
variable stati.stically insignilicani. In such a 
ciix'umstance, a rescaiclier has to be very 
circumspect in interpreting such statistical 
insignillcancc. and not take it at its face 
value (as MH continue to do even in their 
rejoinder). 

In the event of nuilticullinearily in agtsen 
data .set a researcher can adopt either (or 
both) of the two routes of analysis: (a) .search 
for an alternative data set ami (b) drop one 
of the two collinear variables from the 
regression equation, c g, MH could drop 
HYV variable and then .sec if the cocITicient 
of public investment still remains statistically 
insignificant Had MH chosen route (b) and 


thus found the coefficient ot public 
investment .still stati.stically insignificant, they 
would bcquitejustified in their interpretation 
of a weak relationship. But in case this co 
cfllcient turns out to be stati.stically signi¬ 
ficant, even then one cannot lower one’s 
guard in statistical nucrpretaiion. Staiislical 
significance apart, one has now to worry 
about the magnitude of the cocificient. and 
interpret it appropriately. In the present case, 
one would have to conclude that the estimated 
magnitude of the coefficient is overstated 
because of a noteworthy specification error 
of the omitted variable (HYV m this case), 
which has iwsiti vecorrel.ition with the public 
investment variable, thereby biasing upwards 
the estimated coefficient of the latter variable. 
It IS hccau.se of .such a specification error that 
the carlieresliniatesoftheelasticity of private 
fixed farm investments with respect to 
public fixed (aim investments for India - 
gcneially placed in the range ot 0.60 to 0.66' 
- could be dccmcti to lie biaseil upwanls 
because probably the most relevant variable, 
namely, institutional credit lot larm sectoi. 
had been omitted m icgrcssion models used 
in earlier studies, vr hich wcie mostly carried 
oiii for mticro nunlellmg ol the Indian 
economy 

In a most leceiil study by Bhide ct til 
(1996) ol the N.ilional Council ol Applied 
Economic Rc.sciirch (Nf'AER). the iihove 
claslicitv turns out to be around 0 26 when 


private lixed larm mvestmenis aic regressed 
on (i) institutional credit, (li) public 
investments in agriculture, and (iii) the terms 
of trade variable. Thai institulional credit is 
a critical determinant of pnvaic farm invest 
ments IS supported by two research results. 
First, 111 the NCAER study the elasticity ot 
pnvate farm mvestmenis with respect to 
institutional credit is about 0.36. almost 
(wo-filths highci than the corresponding 
magnitude of the elasticity toi public 
mvestmenis in agriculture. The complete 
rcgiession equation ot this study is as 
lollows. 

Log 1,, = 1.933 + 0 3.S8K Log CREDIT 
(2 89) 

+ ().36()3 Log If I + 0 2307 Log AIT., 
(2.04) (0.42) 

R’ = 0.86 

where. 

I|, IS private fixed capital loinialion in 
agriculture; 

I IS public fixed capital lormation in 
agriculture: 

CREDIT stands tor mstiiiiiional credit to 
agriculture. 

A'lT .stands foragnculuiial let ms of trade. 

[I-values aic in parcnlhcses.) 

The second research lesuli th.it underlines 
the importance ol instiiulional credit W.t-fl- 
17.1 all othei determinants of privaic fixed 
larm investments IS Itom Dhaw an and Yadav 
(199.*)). In elasticity icims. the elasticity of 
private fixed l.iiiii investmenis with respect 
(o institutional credit was 0 60 as against 
().2‘i lor public inve.stmenis m canal works. 

Besides the aloresaid two problems of 
multicollincarilv and s|x'cilicaiion ermrdue 
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to omission of relevant variables, one has 
also to resolve another problem, namely, that 
of lag in each explanatory variable while 
estimating an investment lunclion for private 
fixed capital turmation in agriculture. This 
is of particular importance for the variable 
fixed farm capital formation on public account 
in whose coefficient’s statistical signitlcancc 
and absolute magnitude we arc keenly 
interested. More often than not, researchers 
in this field have u.sed oiie-yeui lug - in few 
ca.ses no lagging has been done for this 
variable - though the lag effect of public 
investments on private inveslmenls in 
agriculture could persist for several years. 
More recently, Ashok Mitra (19%) has 
experimented with one-year, three-year and 
five-year lags. Notwithstanding that he 
simply relates pnvatc f ixed capital formation 
in agriculture during t%()-9l to public fixed 
capital formation in agriculture alone, his 
results do point to lugged effects of the latter 
on the former to persist for five years as the 
linear regression coefficient remains 
statistically significant in all three lagged 
situations, though its magnitude shows a 
pcrceptibledcciine with incrcaseinlag-1 2.55 
when lag is of one year, 1.053 when lag is 
of three years, and 0.861 when lag is of fi ve 
years. How the lag effects of public 
investments in canal irrigation can persist for 
several years has been discussed by me 
elsewhere (Dhawan 19%). Since such 
investments are known to constitute a 
dominant portion of public fixed capital 
formation in Indian agriculture, one could 
as well introduce the public investments 
variable in a stock form in a private farm 
investment function. That is to say, one can 
relate this year’s private investment in 
agriculture \ocumulative public investments 
inagriculturc. In point of fact. Vasant Gandhi 
(1990) dtics prcci.sely this in his study, and 
obtains a value of 0.42 for the elasticity of 
private farm investment with rcspcci to 
government stock in agriculture. 

This is now an opportune time to take up 
issue no (2), viz, improvement in marginal 
efficiency of fann capital. MH have not got 
the full import of my observations in this 
regard. First of all. let me clarify my 
standpoint. I am willing to buy the hypothesis 
that farm capital as a whole is now u.sed more 
eftkiently than before (say, two decades 
earlier), and a number of arguments can be 
advanced in its support.^ For instance, the 
rise of water transactions among farmers 
(ie, groundwater selling and buying) has 
certainly improved the marginal efilcicncy 
of capital locked in our 14 million puni|isct- 
operated wells (including tube-wells), and 
the same would apply to capital invested iir 
tractors, harvest combines and other lumpy 
investments which, through custom .services, 
get better utilised. Likewise, increase in the 
relative share of private fixed capital within 


total fixed capital formation in agriculture 
over time, especially since the late 1970s, 
could lower incremental capital-output ratio 
(ICOR) on the plea that capital-output ratio 
for private fixed farm capital could be lower 
than that lor public fixed farm capital. All 
I suggested in my comment was that Mil’s 
empirical evidence in support ol improve¬ 
ment in efficiency needs further probing. 
While doing so. three things have to he kept 
in mind: (i) cleaning the time scries on farm 
output of its cyclical component, especially 
the one due to drought and years of abundant 
rainfall, (ii) reckoning with time lag. say, of 
two years' between farm investments and the 
resultant farm output and (iii) avoiding 
assc.ssmcnt of IGOR foriincqual sub-periods 
in tunc duration.'* 

Task (i) is best accomplished by computing 
rainfall-corrcctcd larm output scries whose 
elements are then appiopriatcly related to 
farm investments with a 2-ycar lag. U.se of 
three-year moving average technique is at 
best a second best solution to the problem 
of eradicaling cyclical elements in farm 
income/production time series, notwithstan¬ 
ding the fact that many scholars do use it. 

Let me now take up issue no (3) 
Foitunalcly, MH, unlike Mishra and Chand. 
have no( adopted a dismissive attiliidc.' 
However, they arc less than categorical on 
the issue. In short, they tend to vacillate on 
this matter Tliis arises inter alia because of 
their partial regression analysis, whereby 
private farm investments are regres.scd only 
on public larm investments tor the I96()s, 
1970s and 1980s separately (vide their 
Table 7). Po.ssibly, they could not do multiple 
regression for each of the three periods 
because of the problem of degrees ol freedom 
(i c, not havingenougli observations). Cannot 
we surmount this degrees of freedom 
constraint by using dummies for slojies of 
three (or more) explanatory variables and 
run the i egression lor the entire period, i c, 
1960-61 to 1989 90'.' 

Notes 

1 Fur more details about the csiiinalcs of elasticity 
of privute farm investiiienls with rcs|iect in 
public in\esiineiii.s in Indian agntulliue. .see 
Dhnwan (I'Wo) 

2 In the rapidly changing wurld of kHlny, apioblein 
can sometimes change Us character radically m 
a shun span of time A decade ago, students 
of Indian economic development had noted a 
sharp step-up i, capital-output ratio for the 
Indian economy, including its agriculture 
sector. .S Chakravarly (1987) tried to grapple 
with the rise in K'OK foi agriculture sector 
Today we arc discussing the decline in this 
parameter 

.1 I am suggest ing this two-year lag on l'■/o grounds 
One, five-ycur lag is assumed lor public 
invcstnicnlsinagriculltirerincluding irrigation) 
in plan exercises. Two, the lag for aggregate 
pnvate investments in agriculture is surely 


less than a year. Thus, overall tog for all 
investments in agriculture, teckoning with the 
relative shares of capital formation in agriculture 
on public and private .accuunt, works out to 
about 2.2 years. 

4 In passing. MH mention that I am fully aware 
of S N Mishra and Ramesh Ctuind's work 
relating to ICORs. Certainly. I am, after all I 
am well acknowledged in that paper. But that 
.should not be constmed as my concuirence 
with their results or the inferences drawn by 
them. 

5 Mishra and Ramesh Chand (1995). as also Misra 
and I lazcll (1996), do not mention atoll Dhnwan 
and Yadav (1995). a paper that was completed 
in January 1995. though it was publLshed in 
EPW m .September 1995 It speaks volumes for 
the disiiussive attitude of .S N Mishra that lie 
again does not reckon with my work in Mishra 
(1996). Misra and llazell’s omission is 
condonahlc - their paper is based on an earlier 
work of 1994. and they might not have been 
aware of my work while submitting llieir paper 
to EPW 
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related operational and administrative constraints and the need for essential support services to make 
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to women m piacticc Ilie study also examines various strategies of women development in order to increase their effective participation in 
decision making in various developmental programmes. 
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The specifle objectives of this esaluation study ate to ^tudy the nature and structure of DWt'RA as 
is operating in Haryana, to examine the background and liaining of the basic w.irkcrs, to assess the 
impact and effectiveness of the programme; lo understand the nature and extent ol coordinaiinn 
among the various ftinclionancs. to analyse ttie impact ol the scbeinc m tonus ol attitude and 
response of the people, components of the strategy and adequacy, and to suggest moihfu'.ations. if 
any, required in the programme. 
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137 pages ♦Rs 220 ♦lOOb ♦ISBN 81-7600-003-5 


Sneh Kumar 


Efficiency of Educationin an agricultural economy like India, education in agricuituic and nlatcd .subjects assumes 
in Agriculture special importance. Hence, agricultural universities were established. It is now lime to evaluate 

* the working of these universities. The present stud” focuses attention on one such university, 

B. C. Mehta namely, Rajasthan Agricultural University. 

in this study, the social and private costs of obtaining agricultural education and earnings streams lot different courses; RE(ag), 
ME(Ag), B.Sc. (Ag, Dairy Technology) M.Sc.(Ag), Bachelor of Veterinary Science, MVSe is calculated. Then private and social 
rates of return to different courses and levels of agricultural education are derived. The data pertain to a sample of the degree holders 
and current year students of Rajasthan Agricultural University. Equity aspects of education are also examined. The analysis brings out 
the salient features of the market for different courses otfered. The methodology developed and the results obtained arc relevant to the 
study of efTiciency of technical education in general. 
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The crisis of the 1980s in Punjab has had far-reaching implications for 

the people of the state and for the Indian polity at large. At another 

level, it has led to the institutionalising of Punjab studies in 

the global academy. A review of recent research on the Khalistan 

movement and Sikh history to identify emerging trends in Punjab 

studies and understand the nature of the shift in the ways in 

which Punjah/Sikhs are represented in academic writings. 273 

Literacy and Empowerment 

Even political organisations with the best of intentions believe in 
‘doing good’ to the deprived in accordance with their perceptions, 
subconsciously shunning community empowerment for fear of losing 
influence. This is today the reality in West Bengal which has otherwise 
made good progress on the rural front. The only viable alternative is 
to pursue a protracted rural campaign with interjinked facets 
encompassing literacy, health, land literacy and participatory 
planning and development. 280 


Internal Wars 

While India has not fought a war in 
the last 25 years, its armed forces 
have been very busy fighting 
internal wars. What are the legal 
provisions which allow the armed 
forces to operate inicmally? What 
has been the nature of debate in 
parliament and outside on the 
issue of deployment of armed 
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A major fall-out of financial sector 
reforms has been to magnify the 
vicissitudes of the financial markets 
to which the productive sectors have 
been exposed. Their access to 
traditional sources of funds having 
been restricted, manufacturing 
companies have been pushed to the 
expensive bond market in which 
private placements, short duration 
instruments and high coupon rates 
have become the order of 
the day. 247 


Language and Nation 

Categorisation of some languages as 
‘standard’ and others as backward 
or corrupt forms of standard languages 
is more a political construct than a 
linguisticexercise. Education isone vital 
area where this language hierarchy 
is strengthened in the name of 
preserving national integration. 268 


New Look at Kerala Model 

While Kerala's achievements in 
terms of the social indices of 
development have been much discus.sud, 
there is a growing realisation that 
welfare policies need to be 
redesign^ taking account of the 
emerging demographic patterns. 261 


A ‘Social* Statistician 

P V Sukhatme, who died in Pune last 
month, endeavoured all his life to 
put statistics in the service of society, 
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without fear or favour. 257 
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The demtuiising of Islam, in which 
mainstream western media has 
played such an important role, fits 
well with the west’s geopolitical 
interests in arms and oil. 264 







LETTERS TO EDITOR 
Irrel'evaift ■ Issucis 

I HAVE always been an ardent admirer of 
Bunker Roy. tiis recent wiitings (December 
7,1996) however prompt this re.spon.se. First, 
let me introduce niyselt: I am probably not 
a volunteer. I am a professional engineer 
with a skill for system design. Feeling 
unhappy about my comfortable life as a 
college professor. I gave up my job, took a 
loan, raised funds Irom within India and 
outside and created a small institute where 
I tram trihals from villages. I take up 
consultancy work and pay myself a salary 
of Rs 5,00() a month and the rest goes to train 
tribals. I need the money to pay formy house, 
my family and for my daughter’s education. 

This letter is really about FCRA and the 
problems mentioned by Roy. It would be 
gotxJ to know the distribution of Rs 2,f)00 
crore foreign money. The problem with FCRA 
as It stands today is that it solves nohxly’s 
problems. With the introduction of rupee 
coiivcrtibility, NRI facilities, open inve.stment 
policies, etc, one need not work under FCRA 
regulations at all. I feel the Rs 2.(KX) crore 
in ioreign exchange is being used to import 
oil forthe Indian rich. And the earners (NGOs) 
are certainly entitled to the benefits given to 
industries who bring in foreign exchange. I 
sugge.st that the government should double 
the amount any NGO brings in through proper 
channel in dollar form. This will settle the 
ratio of external to internal money. If these 
NGOs do not harm the country, say by 
importing eigiipment manufactured within 
India or supporting a bomb factory they are 
entitled to enjoy a good life. 

To a tribal in the remote hills of 
Chotanagpur, there is no difference between 
a Rs 10.000 per month-earning bank clerk 
in India and Rs 1 ,(K),00d per month-earning 
industrial worker in UK. They arc both 
■foreign’. Hence I do not think that $ 500 
salary has anything to do with the poor - 
whether it is a secretary to the government 
of Incliuoran NGO functionary, ail areearriing 
these amounts because .15 crore people get 
less than Rs l(X) per month. 

The government should provide soft loans 
to NGOs who desire to go abroad to gather 
foreign exchange. After ail, the government 
supports all those secretaries, subordinates, 
cooks and chaprasis who go abroad to create 
goodwill and collect foreign exchange. 
Consider the enormous service NGOs are 
doing by arranging outright grants. ’Dole’ 
one may say, but let anyone in the government 
(especially the finance ministry) say in all 
honesty that wc do nut like to have grants 
in preference to loans. 

Let us examine the situation from another 
angle; one prime minister recorded that 80 
per cent of the rural development fund is 
pocketed along the way. With a Rs 60,000 


crore budget this amounts to Rs 48,(X)0 crore. 
Even if the entire Rs 2,000crore is pocketed, 
it would still be peanuts when compared to 
this. We are in difficult times. Some .15 crore 
Indians fonn the largest chunk of the poor 
in the world and 52 million youth will roam 
the countryside in the next five years looking 
for jobs. We need many Bunkers and many 
Tilunias. How docs it matter if a few NGOs 
meet the World Bank in 5-.vtarenvironments? 
As a member of the Planning Commission, 
Roy must have had a similar experience 
many times. 

Roy has stotxl for empowerment of the 
peopleas the only way to sustain thedevelop- 
ment process. We have to work singularly for 
this empowerment. Every block in the country 
IS crying for a centre like the one in Tilonia. 
I think Roy is avoiding his re.sponsibilities 
and wasting his talents on non-essentials. 

A K Basij 

Ranchi 

Information on Surgeries 

THE health committee of the Lok Vidnyan 
.Sanghatana is a group of dtKtors working 
since 1989 to promote rational, ethical 
practice and public education towards that 
end. For the last two years, wc have focused 
on the preparation of standard health 
educational booklets on a variety of surgeries 
and medical diseases. The first batch of 10 
booklets, for now in Marathi only, on common 
surgeries - appendectomy, herniorrhaphy, 
hysterectomy, 1) and C, tonsillectomy, 
surgery for fissure, piles, enlarged prostate, 
glaucoma and cataract, is now available. 
These booklets are being distributed through 
doctors who may want to provide such 
information to their patients. The use of such 


booklets is a usual practice in developed 
countries and would in years to come become 
an indicator of ‘quality practice’ in India. ^ 
Moreover in the context of the Consumer 
Protection Act, these booklets can be used 
to provide information to the patient.s before 
obtaining informed consent for surgical 
procedures. These booklets have been 
prepared by experienced doctors followed 
by intense discussions within the group. There 
is, we believe, a dire need for this kind of 
effort because of the dearth of information 
available in an casy-to-rcad form, and doctors 
are often too busy to provide vital infonnation 
to the patients or allay their fears. 

For more information on these booklets 
please write to the address given below. 

Anant Piiadke 
Lok Vidnyan .Sanghatan Health Committee, 
759/97 D, Shanti Bhuvan, 

Prabhat Road Lane No 2, 

Pune 411 004. 

Amending FCRA 

BUNKER ROY (December 7.1996) suggests 
three amendments to FCRA. I wholeheartedly 
support the second and third suggestions; 
that there should beaceiling on administrative 
expcn.>es; and that information must be 
accessible to tnc public. I cannot see any 
sound reason to support his lirst suggestion 
ot putting a cap on the donations an NGO 
recei ves. A Lso, ex pcrience shows that getting 
matching donations in India is just asking 
for the moon. Look at the many million 
dollars worth of aid remaining unutiii.sed in 
the ab.sencc ol matching funds in rupees! 

Ari'n Kiri.oskar 

Pune 
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Fiscal Correction versus Growth 


T he central government’s budgetary operations arc showing 
an unusual and unexpected stability this year, judged by 
the monetisation of the budget deficit. Hie contrast is especially 
striking with the record ol the Narasimha Rao government 
which, for all its profc.ssions of ti.scal rectitude, left behind 
a most chaotic fiscal legacy of a galloping of revenue deficit, 
quantum jump in market borrowing and very high dependence 
on borrowing from the Reserve Bank, through ad hoc treasury 
bills and othcrwi.se, in the three years from 1993-94 to 
*995-9f). The government, it will be recalled, had entered 
into an agreement with the RB) to delink the budget deficit 
from monetisation and phase out automatic monetisation 
through the issue ol ad hoc treasury bills which were to be 
altogether done away with from 1997-98. Under the agreement 
the increase in ad hoc Treasury Bills (TBs) over 1994-9.'? 
was to be restiicled to Rs (i,0(K) crorc and the net issue of 
TBs within the fiscal year was not to exceed Rs 9.(X)0 crorc 
for more than 10 con.sccutive working days. The agreement 
was obviously unsustainable in view of the reckless 
surrendering of revenue through sleep reduction of tax rates, 
particularly excise and customs duties, which pushed up the 
revenue deficit to unprecedented levels. With the help of large 
inflows of portfolio investment by foreign institutional 
investors and eon.sequenlial expansion of liquidity, the RBI 
and the government had been able in 1994-95 to temporarily 
►ling down the budget ileficit its well as net RBI credit to 
the government, but no .sooner did the large inflows stop in 
1995-96 tfian the moneti.sed deficit shot up once again, 
outstripping the earfier peak of 1993-94. Even the u.sc of ad 
hoc TBs more often than not remained above the pre.scribed 
limit. Faced with t'.ie then government's failure to restore a 
.semblance of stability to its finances, the RBI chose’ to 
substitute form for substance and to issue TBs on auction 
at very high rates of interest (the discount rates shot up from 
9 percent to 12.97 percent for91 -day bills), itself subscribing 
to large amounts. As a result, the fortnightly average of the 
centre’sbudgetdcficitwasRs 14,722crorc in 1995-96against 
a negative figure of Rs 2,490 crore in 1994-95 and the earlier 
high of Rs 14.163 crore in 1993-94. The increase in net RBI 
credit to the government was higher .still at Rs 15,572 crore 
ill 1995-96 against a negative amount of Rs 550 crorc m 
1994-95 and Rs 10.302 crore in 1993-94. This Situation 
continued for a while after the United Front government took 
office. Between April and August 16, 1996, the fortnightly 
average of the budget deficit was Rs 15,005 crorc and the 
- n-se in net RBI credit to government Rs 13,925 crorc. 

It is the apparent easing of the fiscal situation subsequently 
that is both noteworthy and intriguing. For instance, having 


reached a peak of Rs 22.095 crorc on July 5, 1996, the use 
of ad hoc TBs has generally remained moderate, ranging from 
a low of minus Rs 1,175 crore on September 27, 1996 to 
a high of no more than Rs 8,950 crorc on December 6, 1996. 
Since September last the figure has been consistently below 
the Rs 9,(KK) crore within-thc-year limit and since December 
it has generally remained below even the year-end target of 
Rs 5,000 crore. The latest figure for January 24 is a low of 
Rs 1,685 crorc against Rs 8,065 crorc on the comparable date 
last year. What is more, unlike last year wheh the RBI 
subscribed to auction TBs on a si/eablc scale, the current 
year has .seen retirement of holdings of auction TBs by the 
RBI. Between March 31, 1996 and January 24 this year, 
RBI’s holdings of auction TBs have fallen by Rs 1,281 crorc 
against a rise of Rs 3.438 crore in the corresponding pcriixl 
of 1995-96. Thus ail hoc and auction TBs together have risen 
by Rs 404 crorc this year so far against an increase of 
Rs 11,503 crore in the corresponding period of 1995-96. More 
significantly, the si/.c ol the moneti.sed deficit (which includes 
besides RBI holdings of these TBs, also those of rediscounted 
TBs and dated securities) in the current fiscal year so far at 
Rs 6,020 crore is only slightly less than one-third of the 
comparable figure of Rs 16,657 crore last year. While there 
IS no budgetary target for the monetised deficit, the turnaround 
appears quite remarkable. Nor is it the case that this year, 
as a substitute for RBI credit, the centre has sought larger 
net market borrowings than in 1995-96. In fact, net market 
borrowings were budgeted at Rs 25.498 crore for 1996-97 
against the rcvi.sed estimate ol Rs 27,.5{K) crorc for 1995-96 
and the actual of Rs 26.790 crorc foi 1995-96. ,So far the 
government's recourse to the market has been on course 
with 97 per cent (Rs 24,732 crorc) of the budgeted figure 
achieved so far. 

This comfortable budgetary positiiin of the central govern¬ 
ment is intriguing because there have been no particularly 
favourable developments on the revenue side. Indirect tax 
collections up to the end of December 1996 show a shortfall 
of Rs 1,457 crorc (2.3 per cent). F.xci.sc duty receipts have 
grown by 11 per cent against the expected growth of 14.4 
ptTccnl and customs duties by 22 per cent against an expectation 
of 25.7 per cent. This is hardly surprising considering that 
the industrial sector has been experiencing a slowing down 
and non-POL imports have fallen by 5.5 per cent in dollar 
terms, 'flic decline in import duty collections has occurred 
despite depreciation of the rupee by at least 6 per cent over 
the average level of 1995-96. Similarly among the direct 
taxes, the budgeted 20.6 per cent rise in corporation tax 
(including MAT) and 18.2pcrccntriscin income tax collections 
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are unlikely to be achieved. Corporate profits 
were buoyant in 1995-96, but the buoyancy 
has not continued in 1996-97. An RBI study 
of the financial performance of 1,169 
companies based on their unaudited accounts 
shows a small fall of 0.4 per cent in pre-tax 
profits in the first half of 1996-97, with the 
situation expected to worsen in the second 
half. It is worth behring in mind that the 
1996-97 budget had effectively reduced that 
the marginal rate of corporation tax from 46 
percent to43 percent -against the minimum 
alternati ve tax (M AT) at roughly 12 per cent 
of the book profits of zero lax-paying 
companies, there was a reduction in the 
surcharge from 15 per cent to 7.5 per cent 
for all companies There was also a reduction 
of the long-term capital gains tax on 
companies from 30 per cent to 20 per cent. 

Among other receipts, the failure to 
mobilise Rs 5.000 crore from the sale of 
equity in public undertakings .stands out. It 
is unlikely that there have been any large 
increases beyond the budgeted figures in 
other items of capital receipts such as small 
savings and provident funds. Disbursement 
of external aid has been higher. Gniss 
disbursement was Rs 4,970 crore during 
April-October 1996 against Rs 3,239 crore 
in the comparable period of 1995-96 and net 
disbursement Rs 1,311 crore against a 
negative figure of Rs 242 crore. However, 
the budget had already anticipated a rise of 
Rs 492 crore in net aid disbursement from 
Rs 1,969 crore in I995-96(RE) to Rs 2,461 
crore in l996-97{BE)orof25percent. The 
finance minister has disclosed that aid 
disbursement in 1996-97 is expected to rise 
by 16 per cent against a fall of 13 per cent 
in 1995-96, but the fact is that the 1996-97 
budget had already taken credit fora growth 
of 25 per cent in net aid. Further, the other 
side of the higher aid disbursement this year 
is a supplementary provision of Rs 1,000 
crore from the centre to the states as domestic 
counterpart funds to encourage the states to 
step up aid utilisation. So the higher net aid 
disbursement is unlikely to have made any 
contribution to easing the centre’s budgetary 
position. 

On the expenditure side, apart from the 
demands for supplementary grants of Rs 
2,170 crore already presented, the finance 
ministry is said to be ready with additional 
demands for another Rs 2,170 crore under 
the following heads: defence services (Rs 
1,200 crore); special plan assistance for 
Jammu and Kashmir (Rs 650 crore), space 
programme (Rs 150 crore) and railways' 
capitall expenditui e (Rs 170crorc). In addition 
account has to be taken of likely increases 
in subsidies on foodgrains, sugar and ferti¬ 
lisers and the oil pool deficit, the latter 
expected to touch Rs 18,400 crore by the end 
of the fiscal year to be eventually recouped 
from the central budget. The government 
will, however, .save the Rs 5,000 crore 
provided for i mplcmentation of the Fifth Pay 
Commission’s recommendations, except for 


the interim relief of Rs l,6(X) crore granted 
to government employees. 

All in all then the apparent easing of the 
government’s budgetary position really 
reflects severe fiscal compression by the 
finance minister so as to keep the gross fiscal 
deficit close to the budgeted figure of Rs 
62,226 crore or 5 per cent of GDP. 
Considering the structure of government 
expenditure, it is next to impossible to restrain 
the growth of non-developmentexpcnditurc, 
including interest payments budgeted at Rs 
60,000 crore or 46 per cent of revenue 
receipts. Chidambaram did try to curb the 
growth of administrative expenditure by 
about 10 per cent through various economy 
measures, but the attempt was shot down by 
the political parties constituting the United 
Front. Against this background the only 
conclusion possible is that productive 
expenditure has been sharply restrained in 
1996-97 to achieve fiscal goals. An indication 
of this is to be seen in the persistence of 
recessionary tendencies in indu.stry. This may 
well .set in motion a vicious circle of slow 
growth, lower tax and other revenues, further 
fiscal compression and slower growth. If the 
emerging recession gets worse, then one 
shudders to imagine what would happen to 
the fiscal situation next year when the 
government will face gigantic demands under 
two heads-Rs 16.(X)0crorc on implementing 
the recommendations of the Fifth Pay 
Commission and a gap of over Rs 18,(X)0 
crore in the oil pool account. While large 
monetised and fi.scal deficits are certainly 
not the answer to the inadequacy of budgetary 
resources, there is nevertheless some scope 
for creatively using sources such as the ad 
hoc TBs and the monetised deficit - say, up 
to an additional I per cent of GDP (about 
Rs 10,000-12,000 crore) - to stimulate 
economic activity, taking advantage of the 
slack in the system. Chidambaram’s rigid 
pursuit of short-term fiscal restructuring is 
depriving the economy of this possibility. 

PAKISTAN 

Confident Verdict 

IT is interesting that even as the doomsday 
predictions about Pakistan’s experiments 
with democracy were being made, the coun¬ 
try’s electorate or at least the vocal sections 
of it should have registered a vote which can 
only be seen as a sign of consolidation of 
the democratic environment. Certainly there 
is little ind'^ation that the electorate has lost 
faith in an elected government, even if, as 
in so many other third world countries, it is 
suffering from election fatigue, having had 
to vote almost every two years instead of 
five. Nor were the predictions of a record 
low turnout proved right. The overall voting 
percentage of 37.1 per cent was only 4 
percentage points lower than in the earlier 
election (that is, roughly two and a quarter 
million eligible voters did not exercise their 


franchise). Besides, the voting percentage in 
Punjab and in the tribal areas which voted 
for the first time was generally much higher 
than the average as was also the case in the 
urban centres, with parts of Sindh registering 
very poor voting. While these figures are n6f 
of dramatic import in themselves, there is 
hardly any ground for making an issue of 
the legitimacy of the elected government. 

The results too have surprised most 
observers, certainly foreign observers but 
also political analystsofall persuasions within 
Pakistan. At the end of the campaigning, 
after the small doubt about the Pakistan 
People’s Party (PPP) withdrawing from the 
contest following the adverse SupremeCourt 
Judgment upholding the dismissal of the 
Bhutto government having been settled, 
Nawaz Sharif s Pakistan Muslim League 
(PML-N) was expected to be the largest 
single party in the 214-seat National 
Assembly. No one. including the party’s 
staunchest supporters, expected it to make 
a sweep of some 134 seats (out of 211 for 
which results are available), which together 
with seats won by its allies may well giv^ 
the prospective government a two-thirlls 
majority, for the first time in the history of 
the country. In fact since 1988 no party has 
had even a simple majority in the National 
Assembly. 

The PPP’s rout with only 17 seats in the 
National Assembly is not perhaps as 
significant as its mi.serable performance in 
the Sindh provincial assembly where it has 
not been able to win even a simple majority 
and is Just barely the single largest party. 
Another feature is the eclipse of the smaller 
fundamentalist outfits which had cho.sen to 
contest the elections. It may be recalled that 
the largest of them, the Jamaat-e-lslami, 
boycotted the elections in protest at the 
president’s failure to debar coiiupt 
candidates. Independents, who have playq 
a major role in past parliaments, have been 
reduced to a relatively small number, 20. The 
Mohajir Quami Movement has emerged 
triumphant with 12 scats in the National 
Assembly, most of them from urban centres 
in Sindh (making a near-clean sweep of 
Karachi), and is in alliance with the PML(N). 
The Awami National Party, another partner, 
has won nine seats, all from the North-West 
Frontier Province (NWFP), for the first time 
acquiring a national presence. The PPP 
(Shahid Bhutto) headed by Murtaza Bhutto’s 
widow as well as Imran Khan’s Tehrik-e- 
Insaaf failed to make any impact. 

The PML(N) has also done well in the four 
provincial assemblies. In Punjab it will most 
certainly be in office, as also in NWFP with 
its alliance partner ANP. It has registered a 
presence even in Baluchistan. In Sindh too 
the party could stake a claim to forming the 
government with the MQM and some 
independents. There is no doubt that suppoc\ 
for the party has been overwhelming. 
analysts featured in Pakistan TV's excellent 
day-long election special pointed out, the 
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PML(N)'s vote has improved by a million, 
whereas the PPP has lost about two million 
votes. But taking into account the poorer 
voting this time, it may not necessarily mean 
that PPP's supporters have moved away; 
iBcy may have just stayed away accepting 
that the PPP would be defeated. There is also 
sufficient indication that candidates rather 
than parties have been favoured. A closer 
analysis of the election results may also indi- 
catehowpeihapsthechangingpolitit^ economy 
of the countryside and modernising influences 
cutting across the ethnic divide, especially 
in Sindh and Punjab, have been factors in 
the changing preferences of the electorate. 

All this means that politics in Pakistan is 
likely to have a different flavour. For one 
thing, there is no dominant non-PML(N) 
party from any province. For another, it is 
no longer possible for the party in power to 
shy away from crucial issues including 
constitutional reform or the undertaking of 
the census or the restoration of reserved scats 
for women (a 13-year old reservation lapsed 
during Sharif’s term of office, but neither he 
Tnur Bhutto attempted to restore it) on the plea 
of lack of sufficient support in the National 
Assembly. Provided, of course, parliament 
and the elected government arc allowed free 
play by the army and the president who have 
virtually secured a role for themselves in the 
running of the government with the 
constitution of the Council for Defence and 
National Security. While Sharif had said in 
his pre-election rallies that this needs to be 
reviewed and reiterated the commitment on 
being prompted, after his victory, whether 
this can be done depends a lot on how the 
other two points of the Pakistani troika 
perceive the results of the elections. It has 
been said that the president is none too happy 
with a majority government, a weak coalition 
being mure pliable. On the other hand, both 
yrthc president and the army would he hard 
put to ignore the significance of the verdict 
altogether. Again, it is important to rccogni.se 
that opinion polls conducted by the respected 
f/ena/dindicatcdlhat there is popularavcrsion 
to the rising defence spending and that opinion 
is building up, albeit slowly, that security 
concerns W.r-n-vr.rindiaare being overplayed. 
If Sharif avoided playing the Kashmir card 
and talked of wanting peaceful bilateral 
relations with India, it was not merely an 
election-eve posture, but a recognition of the 
changing mood of the electorate. All in all 
the Pakistani elections have given more ftxid 
for thought to south Asia watchers than ever 
before. 

THE ECONOMY 

Magic Number Seven 

OFFICIAL statistics which were pointing to 
a setback to GDP growth in 1995-96 and an 
industrial recession this financial year are 
now virtually talking up market sentiment. 
The Central Statistical Organisation's (CSO) 


advanceestimatesfor 1995-96 had projected 
GDP growth in that year at 6.2 per cent, a 
figure which was incorporated in the 
Economic Survey /995-96.This was revised 
upwards to7 percent in the estimates included 
in the 'Update* on the Economic Survey 
presented by the United Front government 
in last July. Subsequently, in November, the 
CSO once again revised its estimate and 
scaled down GDP growth in 1995-96 to 6.5 
per cent. Now, in its quick estimates of 
national income, the CSO has reported a 
growth rate of 7.1 per cent. Simultaneously, 
the CSO has also revised its quick estimates 
for the previous year (1994-95) and raised 
the estimated growth rate from 6.3 per cent 
to 7.2 per cent. 

These figures are significant for two 
reasons. First, they point to a remarkable 
post-reform recovery, which has raised the 
growth rate of GDP, which had fallen from 

5.4 per cent in 1990-91 to 0.8 per cent in 
1991-92. to an average of 5 per cent plus 
during 1992-94 and 7 per cent plus during 
1994-96. Second, they suggest that India is 
on a 7 per cent growth track, which makes 
the growth figure set by the UF government 
for the Ninth Plan appear eminently 
realisable. 

This implicit case for the ‘magic number 
seven’ would, however, have been challenged 
if the evidence of an industrial recession this 
year had been confirmed. Figures released 
by the CSO in December 1996 indicated that 
industrial growth in the first five months of 
1996-97 (April-August 1996) was down to 

8.5 per cent, relative to the corresponding 
period in the previous financial year. This 
compared with a growth rate of 12.6 per cent 
during April-August 1995. Further, the 
monthly ycar-on-ycar growth rate, which 
had risen from 8.1 per cent in April 1996 
to lO.S percent in May, had thereafter fallen 
consistently to 9.6 per cent in June, 8.3 per 
cent in July and 6.4 per cent in August 1996. 
Ground-level perceptions of a recession 
seemed to be confirmed by the CSO's figures 
as well. However, the CSO soon revised its 
own assessment. Revised figures released 
recently .suggest that the monthly year-on- 
year rate of growth in August was in fact 

12.5 per cent (against 6.4 per cent) and had 
subsequently stood at 9.45 per cent in 
September and 9.88 per cent in October. As 
a result, the annual rate of industrial growth 
as measured by the IIP amounted to 9.76 per 
cent during April-October 1996 which, 
though lower than the 11.7 per cent recorded 
during the corresponding period of the 
previous year, was high enough for the CSO 
to put out an advance estimate of GDP growth 
in 1996-97 ot 6.8 per cent. 

This implicit case for a 7 per cent growth 
trajectory however generates unease for a 
number of reasons. First, periodic revisions 
of the GDP growth figure seem to ensure 
‘accommodating’ changes in sectoral growth 
rates to ensure an increase in the overall rate 
of growth. Thus, in the three different 


estimates of ‘actual’ growth in 1995-96, the 
agricultural sector recorded a decline in the 
rate of growth of its contribution to GDP 
from 2.4 per cent to 0.9 per cent and minus 
0.1 per cent. However, the contribution of 
services in these three estimates grew by 7 
per cent, 7.3 per cent and 8.8 per cent, 
respectively. As a result even though the 
contribution of manufacturing is estimated 
to have grown at more or less stable rates 
of 11.7,11.1 and 11.6 per cent, respectively, 
GDP growth which fell initially from an 
estimated 7 to 6.5 per cent, has now been 
revised upwards to 7.1 per cent for the last 
financial year. Similarly, industrial growth 
during the first seven months of this financial 
year has been creditable only because the 
manufacturing sub-sector is reported to have 
grown by 12.1 percentduringApril-October 
1996, ‘accommodating’ for and partially 
neutralising the collapse of growth in mining 
from 9.8 to 1.7 per cent and in electricity 
from 10.1 to 3.4 per cent. The slow growth 
in these i nfrastructural sectors does not appear 
to have created any supply-side obstacles to 
the dynamism of the manufacturing sub- 
.sector. 

Secondly, the sectoral composition of 
manufacturing growth during April-October 
1996 is also pu7.zling. Going by the ’use- 
based’ classification, while growth has fallen 
in consumer durables (from 30.2 to 9.8 per 
cent) and consumer non-durables (from 9.2 
to 7.7 per cent), it has risen in capital goods 
(from 15 to 16.6 per cent) and intermediates 
(from 7.2 to 10.8 percent). Since liberaii.sation 
has essentially involved a sharp reduction in 
protection in the case of capital goods and 
intermediates and much less so in the case 
of consumer goods, these relative trends 
which help sustain a creditable rate of 
industrial growth are paradoxical. 

Thirdly, despite growing evidence that the 
import intensity of domestic manufacturing 
has risen as a consequence ol liberalisation, 
we find that manufacturing has registered a 
near double-digit rate of growth during a 
period (April-October 1996) when figures 
released by another arm of the official 
statistical machinery points to an absolute 
decline in the dollar value of non-oil imports 
into the country. Together, thc.se figures seem 
to be arguing for a process of liberalisation 
induced import-substitution in India’s 
manufactunng sector. 

finally, the CSO’s quick estimates for 
1995-96 sugge.st that the rise in the domestic 
savings rate from 24.9 to 25.6 per cent, 
which drives a high rate of GDP growth, is 
to a large extent due to a rise in household 
savings from Rs 1,83,049 crore to Rs 2,14,571 
crore between 1994-95 and 1995-96. 
However, this increase has occurred in a year 
when household financial $avings(estimaied 
separately by the Reserve Bank of India) has 
in fact fallen from Rs 1,09,549 crore to Rs 
97,197 crore. That is, the estimated increase 
in household savings isduetothe ‘residually’ 
estimated household savings in physical 
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assets. This not only goes against the 
perceptionofa greater dcgrceol monetisation 
in the sy.stcm. but for reasons which have 
been pmvided in these columns earlier render 
the estimates themselves questionable. 

These paradoxes, among others, add to the 
scepticism that the periodic and dramatic 
revisions of the CSO’s data generate. Alter 
all. there have been instances in the past 
when developing coimtiies dcspciately 
wooing foreign capital have 'u.scd' olficial 
statistics to win ‘investor confidence’. The 
downside is that at least some ol them had 
to soon face up to the scenario where reality, 
as opposed to statistics, generated an almost 
unwarranted collapse of that conlidence. 

MAHARA.SHTRA 

Ugly Face of Civic Polls 

JVl) writes: 

THE conventional view that elections to 
local bodies are mini-general elections, that 
they reflect the continuing popularity or 
otherwise of the statc/cenlral governments 
needs to be re-cxamined in the Indian 
context. Political parties here are not run the 
way they are in other countiies practising 
parliamentary democracy and cannot be 
judged in the same manner. At the same time, 
elections to hrcal bodies do explain the way 
most political parties are run today. 

Elections to municipal corporations of 
Mumbai and other major cities as well as 
to other local bodies in Maharashtra arc 
scheduled to be held in late February. On 
the faceof It. the situation at the ground level 
in most political parties is chaotic. Even utter 
the last date for noininaiions, most panics 
were still hammering out internal 
compromises and coalitions wiih or splits 
from other parties. The picture has not 
improved even after the deadline lor 
withdrawals Bccau.sesomcofthelast-minutc 
patch-ups came after the deadline, many an 
official candidate faces the prospect of con¬ 
testing the elections without the party sy mbtil 
which is already allotted to somebtKiy else. 

The BJP-SS alliance, barely holding 
together in Mumbai, has come apart in 
Nagpur, Thane and other places. Different 
activists of the Janata Dal have put up two 
panels of party candidates in Nagpur while 
the city unit of the Congress there has decided 
not to sponsor any candidate. It has rcfu.scd 
the party symbol to all its aspirants. In Raigad 
district, the Antulay faction ol the Congress 
has joined hands with Shiv Sena to defeat 
the Pawar faction of its own party. I'he 
Samajwadi Party (SP) of Mulayam Singh 
(which has its presence in the Muslim pockets 
in Mumbai), after holding extensive talks 
with the third front of JD and leftists, has 
suddenly ditched the latter and isnowco/.ying 
up with the Congress. 

The many factions ol the RPI, carl ier forced 
together by the rant and file of the party. 


are on the verge of parting ways again. Soon 
after one member of the presidium of the RPI 
ruled out any alliance with the Congress, two 
other members promptly .started a dialogue 
with that party. Even a self-admitted 
authoritarian party like the Shiv Sena, where 
one man’s word is taken as law, has been 
unable to decide its candidates for several 
seats. There are mutinies in all the major 
parlies and hundreds of ambitious 'social 
workers’, nominally in one party or other, 
are contesting as independents, against the 
candidates of their parties. 

l,ocal bodies have travelled a long way 
from the limes of a Pherozshah Mehta or a 
Yusuf Mchcrally And so have the political 
parlies and their leaders. Unencumbered by 
any ideological baggage or scruples or moral 
authority, the leaders today can keep their 
party machine ticking and their followers in 
line only by establishing and controlling a 
gravy-iraiii of power, patronage and pelf 
Controlling municipal bodies or /.ilia 
parishads is as essential in this .scheme as 
controllingdistnct co-operative banks credit 
societies, sugar co-operatives and schools 
anti colleges. The more lollowcrs a person 
IS able to place in the.se institutions, the 
greater is his power in his region. He in turn 
expects his subalterns to bring in their vote- 
bunks on his side when his standing is tested 
at the slate or national level. 

'I'he local leader also has his own 
compulsions l,ocal elections give him the 
opportunity to demonstrate his hold in the 
ncighboiithood and the strength of his vole- 
bunk which in turn decides his bargaining 
power with the higher level leadership. This 
imiieruliveexplainsihe widespread rebellions 
m all parties. The threat of expulsion from 
the parly (always for .six years!) is hollow 
anyway, because no one stays expelled, but 
IS welcomed back with open arms as soon 
us he proves the slrenglh of his vote-bank. 
At least in some cases it is believed that the 
party label can be had lor a price. When a 
party tails to t1nali.se its li.st even alter the 
last date lor nominations, i* may only mean 
that the bidding is still going on. 

Meanwhile, problems facing local bodies 
continue to multiply. The quality of urban 
life is declining rapidly. None of the local 
bodies’ areas of major responsibility, be it 
water-supply or drainageor primary education 
or roads and transport, is being Uxrkcd after 
properly, even ax the bulk of their colleclton 


is used up for salary support. In some caiAis 
the proportion is as high as 7S or 80 per cent. 

With rapid influx into urban areas, the 
responsibilities of urban bodies keep 
increasing rapidly even while their resources 
are near-stagnant. Because of the Rent Act, 
collections from the property tax have grown 
highly inelastic. The other major source of 
income is octroi. Its collection gives rise to 
corruption at all levels and is also said to 
slow-down economic activity. The solution 
tried out in some places - of contracting out 
collection to private parties - has neither 
improved the collection nor reduced 
corruption. 

Urgent steps arc needed to improve the 
resources of local bodies but no political 
party has applied its mind to this or other 
problems facing civic bodies. Indeed, almost 
all candidates, irrespective ol their party 
label, seem to be looking upon the 
furthcoming civic election in Maharashtra as 
their chance to get a toe-hold on the gravy- 
train that passes for urban hxral politics tixlay. 
The brazen bargaining for positions of power 
between the Congress and the RPI, both' 
avowedly committed to the uplift of the 
downtrodden, only confirmed the general 
cynicism about political parties. 

In their single-minded pursuit ol power 
and pell, the political parties are willingly 
tinning a blind eye lo the increasing 
ciiininalisatum of civic politics. There is a 
visible sprinkling of criminal elements in the 
lists ol most parties. In fact, even some 
national parties have been apparently hijacked 
by persons constantly having to run to the 
courts foi anticipatory bail. A recently tloatcd 
party in Muinhai is believed to be nothing 
but a front for a notorious mafia don of the 
city. 

This is not quite new. of course. More than 
a decade ago, Haji Mastan had lloatcd a 
political party in Mumbai. What is new is< 
the increasing and all-pervading presence of 
such elements in civic alfairs. Already, civic 
bodies of .several of the dormitory towns near 
Mumbai, siicn as Vasai-Viiar, Ulhasnagar, 
Mira-Bhayander and Mumbra are said to be 
controlled by the underworld. Municipal 
corporations ofeities like Mumbai or Nagpur 
may not go their way just yet but are drift¬ 
ing in the same direction. None of the 
national parties is ready to face this ugly fact 
of life, leave alone do anything to arrest this 
drift. 


Indian .SiAii.siicAt. iNsririiTE announces 

the Seven ri I Daniei. Tiiorner Memorial Leiture 

by Dr Bina Agarwal 

Disinherited Pea.sants and Disadvantaged Workers: 
A (lender Perspective on Land and Livelihood 
Friday, February 21, 6.15 pm 

Nehru Memorial Mu.seum and Library, New Delhi. 


242 


Economic and Political Weekly Febniury 8, 1997 



CURRENT STATISTICS 


EPW Research Foundation 


De^ic sizeable debt icpayinent aiid drastic slow down of eapoits. foreign exchange leseives have remained comfortable with an juldition of $ ^ 2 hn ovei the past one ye>u Twtt 
causes stand out a decline of 5 5 per cent in non-POL imports m (he first nine months I9%>97 against a II.5 pei cent rise tn the i^vious year and the creeping depicciation 
of the rupee which is likely to have induced exporters to hasten export remittances The rei^rve build-up has been a majiM' factor in the acceleration ot muncui y grow ih. with donicvtic 
credit cx|Kinsiiat continuing to be sluggish Increase in pnees a( food items is continuing to be a inajiw factor in the slowly rising inflauon 

Macroeconomic Indicators 


Weights Jan 18, 
Index Numbers of Wholesale 1997 

l*rlces (1981-82= J(X)) 


All Commodities 100.0 320 4 

Primary Articles 32 3 338.1 0.4 H.O 3.0 9 8 4.3 5.4 12.7 11.5 3 0 

Fm)d Articles 17.4 390.4 0 3 16 9 3.2 13.3 6 4 9.8 11.9 4 4 5 4 

Non-Fot>d Articles 10.1 333.8 0.7 2.4 2 1 5 2 0.7 -1.9 15 5 24.9 -14 

Fuel. Power, Light and Lubricants 10 7 334.0 0.3 17.4 1 1 13.2 -0.1 3.7 2.4 13.1 15 2 

Manufactured Products 57.0 307.9 0.2 3.7 6.9 4 2 5.5 5.0 10.7 9.9 7 0 

Food Products lO.l 305.8 1.1 9.3 1.9 13 0 2.6 -07 8 1 12.3 6.8 

Food Index (computed) 27 5 359.3 0.5 14 4 2.8 13 2 5.1 6 3 10.6 7.0 5 8 

All Commodities (Average Basis) 

(April 6-January II, 1997) 100.0 313.0 - 5.7 8.8 6.1 8.4 7.8 10.9 8.3 10 1 


Latest _Variation (Per Cent): Point-lo-Point_ 


Jan 18. 



Variation (Per Cent): Point-lo-Point 



1997 

Over 

Month 

Over 12 Months Fiscal Year So Far 
Latest Previous 1996-97 1995-% 

1995-96 

1994-95 1963-94 1992-93 

.320 4 

0.3 

7.5 

5.0 

7 0 

4 5 

5.0 

10.4 

10.8 

7 0 

338.1 

0.4 

H.O 

3.0 

98 

4.3 

5.4 

12.7 

11.5 

3 0 

390.4 

03 

16 9 

3.2 

13.3 

6.4 

9.8 

11.9 

44 

5 4 

333.8 

0.7 

2.4 

2 1 

5 2 

0.7 

-1.9 

15 5 

24.9 

-1 4 

334.0 

0.3 

17.4 

1 1 

13.2 

-0.1 

3.7 

2.4 

13.1 

152 

307.9 

0.2 

3.7 

6.9 

42 

5.5 

5.0 

10.7 

9.9 

7 9 

305.8 

l.l 

9.3 

1.9 

13 0 

2.6 

-0 7 

8 1 

12.3 

6.8 

3.59.3 

0.5 

144 

2.8 

13 2 

5.1 

63 

10.6 

7.0 

5 8 

313.0 

- 

5.7 

8.8 

6.1 

8.4 

7.8 

10.9 

8.3 

10 1 


Cast of Living Indices 


Month Over 
Month 

Over 12 Months Fiscal Year So Far 1995-96 
Latest Previous 1996-97 1995-96 

1994-95 1993-94 1992-93 

indusliial Workers (I982=I(X)) 


346"' 0.6 

8 5 

10.4 8.5 

8 9 8 9 

9.7 

9.9 6 1 

Urbiui Non-Miui Eiiip (I984-85=I(X1) (for 1995-96) 

264" 0.4 

10.0 

9.1 8.2 

8.1 

9.9 

8 3 6 8 

Agri Lab (1986-87=I(X)) (Link factor 5,89) 

262" 0.8 

9.2 

10 1 10 5 

8.6 7 2 

II 1 

11 2 0.6 






Variation 




Jan 3, 


Fiscal Year so tar 




Money and Banking (R.s crore)* 

1997 

Over Month 

1996-97 

1995-96 

1995-96 

1994-95 

1993-94 

Money Supply (M,) 

663785 

5736(0.9) 

61949(10.3) 

4122.5(7.8) 

70410(13.2) 

79241 (17 5) 

73307(19 3) 

t'urrenL'y with Public 

128918 

-12l9(-0.9) 

107.57(9.1) 

146.54(14.6) 

17480(17,4) 

18698 (22.8) 

14170(209) 

Dcposil.s with Banks 

529363 

6463(1.2) 

49028(10.2) 

24083(5 6) 

52973(12.4) 

59685(16.2) 

57925(18 7) 

Net Bank Credit to Govt 

286528 

1180(0 4) 

29118(11.3) 

25970(11.7) 

34991 (15.7) 

16328 (7.9) 

288.55(16.3) 

Bank Credit to t'oininl Sector 

356.398 

725.5(2 1) 

15496(4.5) 

31377(10 7) 

48179(16 5) 

480.59 (19.6) 

17161 (7 5) 

Net Foreign Exchange Assets 

88531 

495(0.6) 

11.374(14 7) 

373(0.5) 

-628 (-0.8) 

251.59(47,8) 

27674(110.9) 

Reserve Money (Jan 17) 

188765 

-I353( 0.7) 

-5.572(-2.9) 

6762(4.0) 

25054 (14.8) 

.30611 (22,1) 

27892 (25 2) 

Net RBI Credit lo Centre (Jan 17) 

124376 

-773(-0.6) 

5608(4 7) 

17091(17.3) 

19855(20 1) 

21.30(2.2) 

260(0 3) 

Ad hoc Treasury Bills (Jan 17) 

31845 

-1055 

2400 

8945 

5965 

17.50 

63(X) 

.Scheduled Coiiiinercial Banks (Jaii 17) 








DeposKs 

475545 

4759(1.0) 

41726(9.6) 

20803(5 4) 

46961 (12.1) 

5.3629(16.1) 

.52144(18 6) 

Advances 

265526 

6116(2.4) 

11511(4.5) 

29489(13.9) 

424.55(20.1) 

40638(23 8) 

11566(7.3) 

Non-Food Advances 

256824 

6432(2.6) 

I26(X)(5.2) 

30.341(15.2) 

44938 (22.5) 

37798 (23.4) 

8875 (5.8) 

Invesdnents 

1876.50 

4920(2.7) 

22868(13.9) 

12923(8.7) 

15529(10.4) 

14171 (10.5) 

28641 (26 9) 


* Bu.scd on March 31 figures, except for 1995-96 (full year) and 1996-97 where the banking daia relate to March 29, 


Index Numbers of Industrial Weights Sept 
Production (1080-81 -1 (X)) 1996 


General Index 
Milling and Quarrying 
Manula^,iurlng 
Blecincitv 


I Weights Sept Fiscal Year So Far _ Fiscal Year Averages _ 

1996 1996-97 1995-96 1995-96 1094-95 1993-94 1992-93 ““l99l-92 1990-91 


10000 3030 289.7(9.8) 2638(12.1) 283.3(11.7) 253 7(9 4) 2.32.0(60) 2189(23) 21.39(06) 212.6(8.2) 

11.46 2.346 244.(K0..5) 2428(112) 266.4(7.1) 248.8(7 5) 231 5(3 5) 22.3 7(0 6) 222 5(0 6) 2212(4.5) 

77.11 .309.1 288..5(I25) 2.56.6(12 5) 277.3(1.3.0) 245.4(9 8) 223 5(6.1) 2l0.7(2.2)2(Xi 2(-0 8) 207.8(9.0) 

11.43 .3.38.2 343.0(2.8) 3.33.6(11.0) 340.2(8 2) 314.6(85) 2900(7.4) 2699(50) 2.S7(«85) 2-36.8(7.8) 


Capital Market 


Feb 7. Month 
1997 Ago 


l9%-97 .So Far 1995-96 
Trough Peak Trough Peak 


Foreign Trade December Fiscal Year So Far 


B.SE .Sensitive Index (1978-79=100) .3407(6.4) .3264 32021-10.6) 2745 4069 

BSE-100 (1983-84=100) 1489(2.8) 1444 I 449(-I6.2) 1217 1843 

B.SE-2(X) (1989-90= l(X)) 331(2.8) .322 322(-18.7) 273 413 

NSE-50 (Nov 3, 199.5=1000) 979 929 - 788 1196 

Skindia CDK Index (Apr IS, 1994=100) 67.35(-6.9) 68.1 72.3(-10.8) 


December 

1996 


Fiscal Year So Far 
1996-97 1995-% 


273 

413 

289 385 

345 (-6 3) 

788 

1196 

_ 

na 

51.6 

90.0 

61 62 87.88 

78 5.3(0.7) 

1995- 

96 

1994-95 

IW.94 


Exports: Rs crore 9858 85623(13.9) 

USSmn 27.50 24216(5.4) 

Imports: Rs crore 11263 97111 (11.5) 

USSmn 3142 27465(3.3) 

Non-POL US $ mn 2115 20432 (-5.5) 

Balance of Trade: Rs crore -140.5 -11488 

US $ mn -392 -3249 


75181(28.6) 106465(28.8) 
22967(2.3.3) 31831 (20.9) 
87071(34 4) 121647 (.35.2) 
26600(28.9) 36370(26.9) 


21621 (31..5) 
-11890 
-3632 


28822 (26.8) 
-15182 
-4539 


82674(18.5) 
26331 (18.4) 
89971 (23.1) 
28654 (22.9) 
22727 (29.5) 
-7297 
-2324 


_ End of Fiscal Year _ 

1995-96 1994-95 1993-94 


.3.367(3 3) .3261(13 7) .3779(6.5.7) 

1549(-,3.5) I6(X)(-I2.2) I8.3(X79 2) 

.345 (-6 3) .368( 18 2) 450(92..3) 

na na na 

78 5.3(0.7) 77.99 na 


1992-9.3 1991-92 


53688 (21 9) 44(M? (35 3) 
18.5.37(3 8) 17866 (-1.5) 
63.375(32,4) 47851(10.8) 
21882(12 7) 19411 (-19.4) 
15782(12.3) 14047 (-22.2) 
-9686 -3809 

-3345 -1.545 


69751 (29 9) 
22238 (20.0) 
73101 (15.3) 
23306 (6.5) 
17.5.52(11.2) 
-33.50 
-1068 



Jan 24, 

Jan 25, 

Mar 31. 


Foreign Exchange Reserves 
(excluding gold) 

1997 

1996 

1996 

M 

A 

Rs crore 

70810 

58738 

58726 

— 

US $ mn 

19751 

16516 

17126 

- 


_ Variation O ver_ 

Fiscal Year So Far 1995-96 
1996-97 1995-% 


1994^95 1993-94 1992-93 


Notes: (i) Superscript numeral denotes month to which figure relates, e g, superscript 10 stands for October, (ii) Figures in brackets arc percentage 
variations over the period specified or over the comparable period of the previous year. na = not available. 
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COMPANIES _ 

BPL 

Lower Profitability 

A PART of the Rs 2,300-crore BPL group, 
BPL, saw a 2.2 per cent fall in its net profit 
in 1995-% despite a 38 per cent inaease in 
net sales. A sharp increase in operating 
expenses restricted the increase in operating 
profit to 11.2 per cent and steep increases 
in interest charge (up 58.7 per cent) and 
depreciation provision (up 38.6 per cent) 
led to a fall in the company’s bottomline. 
The company blames the sharp increase in 
interest charges on the increase in prime 
lending rates, imposition of import surcharge 
and higher funding needs to cater to the 
increased working capital requirements as 
well as for financing capital expenditure 
programmes. 

Although the company’s exports improved 
by 57 per cent to Rs 52 crorc, imports 
more than doubled during the same period 
to Rs30l crore. The higher offtake was 
mainly due to demand for television sets 
Ixith in the domestic and export markets 
despite intense competition. The company 
commenced export of computer monitors to 
USA and alkaline batteries to Japan during 
the year under review. 

Despite the fall in profitability, the 
company doubled its dividend rate from 15 
per cent la.<it year to 30 per cent. It claims 
to have initiated several steps in key business 
areas which are expected to contribute to 
future growth. These include value engi¬ 
neering, achieving international scale of 
manufacturing and strengthening of distri¬ 
bution network. New flexible arrangements 
in the factories also reportedly had a positive 
impact on the goal to increase productivity 
and improve operations. 

Meanwhile the company has embarked on 
an export-oriented project for manufacture 
of eco-friendly alkaline batteries and is setting 
up a state-of-the-art fully automated 
production facilit) at a cost of Rs 110 crore 
at a new location in Karnataka. The project, 
the first of its kind in the country, is being 
implemented in technical collaboration with 
SANYO, Japan, and isexpected to commence 
commercial production in the last quarter of 
the fiscal year 1996-97. 

During the year under review, the company 
allotted I0,00.(X)0 equity .shares of Rs 10 
each at a.premium of Rs 120 per share on 
which 25 per cent is paid-up, to the holders 
of warrants issued along with 2,00.(X)0 zero- 
interest non-convertible debentures of Rs 10 
each, in pursuance of an option exercised by 
them in June 1996. Consequently, the 
company's equity capital has increased to 
Rs 27.7 crore. 

More recently, the BPL group has been 
restructured into six business groups. While 
the 67-year old patriarch, T P G Nambiar, 
will continue to be the group chairman, the 


operational responsibilities have been equally 
split between his son, Ajit G Nambiar (33), 
and son-in-law, Rajeev Chandrasekhar (32). 
The group’s traditional business (including 
BPL)-entertainmentclcctronics, appliances 
and components - and related new ventures, 
like batteries, have come under the 
stewardship of Ajit Nambiar. 

ATUL PRODUCTS 

Corporate Restructuring 

A part of the Rs 2,.5(X)-crore Laibhai group. 
AtuI products is engaged in the production 
of dyestuffs for the textile, paper and leather 
industries. During the year 1995-96 the 
company consolidated its position by 
amalgamating another group company with 
itself. Although the company, following the 
merger, now produces acomprehensi ve range 
of dyestuffs which includes premium high- 
end VAT dyestuffs, reactive dyestuffs and 
anthraquinone disperse dyestuffs, the strategy 
has failed to shore up the profits of the 
enterprise. While net sales did jump by a 
hefty 78 j 6 per cent during the year, the 
company’s bottomlinc fell by 28.8 per cent 
over the previous year. 

Despite a higher operating profit (up 69.8 
per cent), sharp increases in interest charge 
(up 111.5 percent) and depreciation provision 
(up 112 per cent) were the main culprits 
responsible for the company’s poor 
performance. However, in spite of the falling 
profitability, the company maintained the 
dividend rate at 30 per cent. 

The company claims that its net profit fell 
despite improved profitability in aromatics 
and vat dyestuffs because of higher input 
costs that could not be passed on to the 
customers owing to had market conditions 
and a major drop in the production and hence 
sales in the cau.stic/chlorinc group due to 
certain technical problems. Further, the 
closure of several manufacturers of 
chemicals, particularly in Gujarat, pursuant 
to court orders for violation of pollution 
control norms affected domestic sales of 
i ntermediat es addi ng to the company ’ s woes. 

The company underwent a restructuring 
during the year under review and its 
operations have been divided into four major 
heads, namely, dyestulTs, bulk chemicals 
and intermediates, aromatics, and agro¬ 
chemicals. These divisions are now operating 
as independent profit-centres, responsible 
for their own growth and profits within the 
overall framework of the policies of the 
company. Due to this restructuring, the 
company claims that it is already enjoying 
advantages such as a sharper focus on key 
business aspects, quicker response to 
customer needs and improved speed of 
decision-making and implementation. 

■But for the six months ended September 
30, 1996, the company has again failed to 
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prove its claims. While it notched net sales 
of Rs 204.9 crore representing an increase 
of 17.8per cent over thecorresponding period 
last year, the bottomline would have turned 
red but for an extraordinary income of 
Rs 15 crorc from restructuring of export 
selling arrangements. While depreciation was 
relatively stable over the same period last 
year, interest charges more than doubled and 
there was a tax provision of Rs 2.2 crore 
compared to a nil provision last year. 

Meanwhile, the company has 
aimmissioned the final phase of its acid/ 
direct dyes project. The project has a total 
capacity of 1,800tonnes per annum (tpa) and 
was .set up at a total cost of Rs 23 crore. Two 
other projects, namely, the 3,000 tpa 
paracresol project which is being set up at 
an outlay of Rs 20 crore and the 17 MW 
power project which will cost Rs 35 crore, 
arc in progress. AtuI products has also entered 
into a marketing tie-up with BASF AG, the- 
world’s largest producer of dyes foi 
exclusively distributing Atul’s vat dye range 
worldwide, except in India and the US 
(where AtuI Products is already marketing 
its products through a subsidiary). The 
marketing alliance follows the takeover by 
BASF of the worldwide dyestuffs business 
of 2^neca and the acquisition by AtuI 
Products of th'e Zeneca stakein Atic Industries 
(which was initially a 50:50joint venture of 
Laibhai and Zeneca).' 

KOPRAN 

New Products 

Kopran, which is engaged in the manufacture 
of bulk drugs and formulations, notched a 
28.6 per cent increase in net profit on a 36.5 
per cent rise in net sales during 1995-96. 
Though operating profit was higher by 46.8 
per cent during the year, a sharp increase in 
interest charges (up 193.2 per cent) and a 
steep rise in depreciation provision (up 74 
per cent) somewhat nullified the increase in 
the bottomline. The company's thrust on the 
export front saw encouraging results with 
exports increasing by 76 per cent over the 
previous year and accounting for over 50 per 
cent of total turnover. The company’s two 
subsidiaries, namely, Kopran (HK) and 
Kopran international, UK, contributed 
significantly in establishing its products in 
the export market. The company also received 
the TRISHUL award under the large scale 
manufacturer category from CHF.MEXCIL 
and a Certificate of Merit from the ministry 
of commerce for outstanding export per¬ 
formance during 1994-95. 

During the year, the company launched 
various new pttxlucts in the domestic market 
including a potent analgesic, a new anti¬ 
bacterial and an anti-allergic apart from 
various brand extensions and newer 
combinations. 
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The Week’s Companies 

(Rs lakh) 


Crowth and Financial Indicators/ 

BPL 

AtuI 

Products 

Kopran 

Year Ending 

March 

1996 

March 

199S 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

I ncome/appropriatlons 

1 Net sales 

106754 

7738.3 

36996 

20719 

28173 

20634 

2 Valae of production 

114333 

80298 

3%27 

21370 

29952 

21622 

.1 Other Income 

507 

847 

2964 

.3242 

314 

189 

4 Total ini'ome 

114840 

81145 

42591 

24612 

30266 

21811 

.S Raw materials/stores and 

89550 

62623 

18346 

8509 

16689 

13309 

spores consumed 

6 Other manufacturing expenses 

1942 

1159 

7537 

61.59 

4836 

2161 

7 Remuneration to employees 

1516 

1102 

4413 

2385 

849 

673 

8 Other expenses 

13126 

8429 

4831 

3162 

2.525 

2012 

9 Operating profit 

8706 

7832 

7464 

4397 

5.367 

36.56 

10 Interest 

1852 

1167 

.3824 

1808 

997 

340 

11 Gross profit 

68.54 

6695 

3194 

2565 

4407 

3364 

12 Depreciation 

772 

557 

2086 

984 

.541 

.311 

13 Profit before tax 

6082 

6138 

1103 

1579 

3866 

.3053 

14 Tax provision 

13.50 

1300 

- 

-30 

2.50 

240 

15 Profit alter tax 

4732 

4838 

1103 

1549 

3616 

2813 

16 Dividends 

790 

400 

871 

616 

644 

471 

■7 Retained profit 

3942 

4438 

2.32 

933 

2972 

2342 

Liabiliiies/assets 

18 Paid-up capital 

2693 

2665 

3867 

2.593 

14.30 

14.30 

19 Reserves and surplus 

2.3099 

18838 

17626 

13351 

17678 

14706 

20 Long-term loans 

23740 

7612 

31306 

10316 

3514 

1529 

21 Short-term loans 

544 

.544 

11.30 

.500 

7693 

5892 

22 Of which bonk borrowings 

- 

- 

.500 

- 

6001 

3007 

23 Gross fixed a.ssets 

20397 

11829 

40720 

23091 

9023 

.5902 

24 Accumulated depreciation 

3819 

.3044 

1.5814 

9239 

13.35 

807 

25 Inventories 

22937 

14462 

14712 

6.382 

9712 

6212 

26 Total ossels/liabililies 

74078 

46268 

63192 

.31188 

35994 

29399 

MIsceilaneous items 

27 Excise duty 

10776 

6376 

4055 

2741 

502 

223 

28 Gross value added 

10221 

8587 

I0II3 

.5746 

6320 

4471 

29 Total foreign exchange income 

5202 

3312 

.5784 

.5467 

14727 

8379 

30 Total foreign exchange outgo 

30129 

14625 

201.3 

2055 

9586 

7912 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 144.11 

167.25 

58..55 

66.43 

78.27 

70.19 

32 Sales to total net assets (%) 

21.3.18 

260.91 

68.60 

77.43 

92.93 

87..59 

33 Gross value added to 
gro.ss fixed assets {%) 

50.11 

72.59 

24.84 

24.88 

70.04 

75.75 

34 Return on investment 

(gross profit to total assets) (%) 

9.25 

14.47 

5.05 

8.22 

12.24 

11.44 

35 Gross profit to sales 
(gross margin) (%) 

6.42 

8.65 

8.63 

12.38 

15.64 

16.30 

36 Operating profit to sales (%) 

8.16 

10.12 

20.18 

21.22 

19.05 

17.72 

37 Profit before tax to sales (%) 

5.70 

7.9.3 

2.98 

7.62 

1.3.72 

14.80 

38 Tax provision to 
profit before tax (%) 

22.20 

21.18 


1.90 

6.47 

7.86 

39 Profit after tax to net worth 
(return on equity) (%) 

18.35 

22.50 

.5.13 

9.72 

18 92 

17.43 

40 Dividend (%) 

30.00 

15.00 

30.00 

30.00 

45.00 

35.00 

41 Earning per share (Rs) 

17.57 

18.15 

3.59 

5.97 

25.29 

19.67 

42 Book value per shore (Rs) 

95.2.3 

80.1.3 

66.76 

58.46 

133.62 

112.84 

43 P/E ratio 

1.99 

3.42 

9.74 

10.88 

8.50 

15.76 

44 Debt-equity ratio 

(adjust^ for revaluation) (%> 

92.57 

35.65 

151 18 

68.05 

40.26 

9.48 

45 Short-term bank borrowings 
to inventories (%) 

_ 

_ 

3.40 


61.79 

48.41 

46 Sundry creditors to 
sundry debtors (%) 

177.61 

162.48 

59.13 

73.51 

110.03 

112.86 

47 Total remuneration to employees 
to gross value added (%) 

14.83 

12.83 

43.64 

41.51 

13.43 

15.05 

48 Total remuneration to employees 
to value of production (%) 

1.33 

1.37 

11.14 

11.16 

2.83 

3.11 

49 Gross fixed assets fonnation (%) 

- 

- 

• 

_ 


- 

SO Growth in inventories (%) 

58.60 

- 

130.52 

19.92 

56.34 

66.99 


- means not available 


Encouraged by its improved performance, 
the company increased the dividend rate 
from 35 per cent last year to 45 per cent 
With its improved profitability, the 
company's book value now stands at a hefty 
Rs 133.6 per share. ‘ 

Meanwhile, the company’s two new 
facilities for manufacture of formulations - 
one dedicated for penicillin based products 
- have commenced production at Khopoli. 
Both units have been designed as per US 
FDA/UK MCA norms and will cater to the 
global pharmaceutical formulation market. 
The expansion of the semisynthetic 
penicillins plant to 1,200 tonnes per annum 
was also completed, making the company 
the second largest producer of semi-synthetic 
penicillins in the world. The new unit will 
be used for manufacturing bulk drugs and 
intermediates such as quinolone derivatives 
(Ciprofloxacin and Lomefioxacin), 
macrolides (Roxythromycin and 
Azethromycin), and sterile cephalusopurins 
(Cefazoline and Ceftriaxone). The company 
will also manufacture PHPA, CPA and other 
intermediates for new molecules. The new 
research and development centre has been 
successful indevcioping in-house the process 
for all the company ’ s bulk drugs, also making 
it the first company in the country to 
manufacture Tramadol as a bulk drag. 

Meanwhile, for the first half of 1996-97 
the company has notched a 29.7 per cent 
increase in net profit on a 28.1 percent higher 
net sales over the corresponding period last 
year. Although operating profit for the period 
improved by 38.8 per cent, as was the case 
in 1995-96, interest (up 56.2 per cent) and 
depreciation charges (up 59.5 per cent) again 
restricted the rise in the bottomline. 

The company has signed a joint venture 
with Pharmacare, the pharmaceuticals arm 
of South African Druggists (SAD), South 
Africa’s biggest healthcare company, to set 
upaprojcct forthe manufacture of penicillin- 
based products in South Africa. Both partners 
will have an equal .stake m the venture. 


Punjab Tractors 

FOR the nine months ended December 31, 
1996, Punjab Tractors saw a 27 (lercenl rise 
in sale volume with sale of its ‘Swaraj’ 
tractors touching 23,700 units. Following its 
capacity expansion, the company saw its 
maximum monthly sale of 2,911 tractors in 
December 1997. Interestingly, the tractor 
industry itself managed to notch a .sale volume 
increase of just 13.9 per cent during the same 
six months. The company captured a market 
share of 14.9 per cent during the period 
which was higher by 1.5 per cent over the 
previous year and its sale revenue crossed 
Rs 430 croie representing an increase of 35 
per cent over tte corresponding period last 
year. Net profit too increased by 39.9 per 
cent to Rs 37.5 crore. Encouraged by its 
performance, the company has issued bonus 
shares in the ratio of one bonus share for 
every equity share held. 
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MONEY M ARKET REVIEW _ 

Industry’s Growing Reliance on 
iBond Market 

A major fall-out of financial sector reforms has been to magnify the 
vicissitudes of the financial markets to which the productive sectors 
have been exposed Their access to traditional sources of funds, 
namely, equity and institutional finance, having been restricted, 
companies have been pushed to the expensive bond market in which 
private placement, short duration instruments and high coupon rates 
have bee ome the order of the day 


I 

Surfeit of Liquidity 

AS ihc financial year 1996'-97 is coming to 
a cloi>e and vanous players in the financial 
system arc awaiting the next central 
government budget, the economy is faced 
with an unprecedented surfeit of liquidity 
Interestingly the easiness in liquidity is not 
so much due to any upsurge in the growth 
of moni'taiy assets as due to a noticeable and 
persistent slow down in demand for domestic 
credit Even so, all indicators in the financial 
system suggest the presence of vastly growing 
and excess liquidity 

First the expansion in non food credit 
during the current fiscal year so far up to 
January 17 1997atRs 12 bOOcrorehasbeen 
much less than halt of the expansion in the 
comparable penod of 1995 96 (Rs 30 341 
crorc) Incremental credit deposit ratio for 
scheduled commercial banks woiks out to 
as low as 27 6 per cent while the average 
ratiosiandsat55 Spercent Of the expansion 
of Rs 12 600 ciorc as much as Rs 10,317 
crore has occurred since the beginning of the 
current conventional busy season after 
October 25 1996 Even so this busy season 
expansion has been much lower than that in 
the comparable period of the 1995 96 busy 
season (Rs 16,816 crore) To an extent, 
businesses have been obtaining funds through 
bonds and other marketable debt and banks 
have been contnbuting to them Even so the 
total increase in bank credit to the commercial 
sector as a whole (including such investments 
in debt investments) during the current fiscal 
yearsofarup to January 3,1997atRs 15,496 
crore (or 4 5 per cent) has been only one half 
of that in the comparable penod last y ear (Rs 
31,377 crore or 10 7 per cent) It is a moot 
point to what extent the existing reporting 
system captures the newer forms of banks’ 
investment in commercial bonds and 
company shares and debentures 

Secondly, though the incremental sJatutory 
liquidity ratio (SLR) is only 25 per cent, the 
increase in scheduled commercial banks' 
investments in government and other 
approved secunties in the current year so far 


at Rs 22,868 crorc for a deposit growth of 
Rs 41,726crore implies an incremental SLR 
roughly of 54 8 per cent 

Thirdly, even as lendable resources of 
banks have been augmented through 
reductions in (3RR and bankers deposits 
with the RBI have declined by Rs 19,521 
crorc by January 17 over the end of March 
1996 the same have been returned to the RBI 
in the form of slashing of the use of refinance 
facilities by banks (a minus Rs 15,349crore) 
Hypothetically, even with a multiplier of two 
the potential bank credit of as much as Rs 
70,000 crore has remained unexploited 

Finally, the use of bank credit by the 
government sector has been relatively 
moderate this year which is possibly inspired 
by the finance ministry's anxiety to contain 
fiscal deficit close to the budgeted figure of 
5 per cent of GDP The other side of this 
story of fiscal compression, essentially in 
capital expenditures, is the recession in 
industry 

ShMULUS to MARKbrABLb DbBT 

Instruments 

Despite the abundance ot short term 
liquidity in the system, the average cost of 
funds for productive sectors appears to remain 
somewhat sticky With liberalisation, banks 
have been forced to pay high rates of interest 
for short-term deposits which has pushed up 
their cost of funds Public financial 
institutions have locked themselves into high- 
cost borrowings An important fall-out of the 
financial sector reforms has been to magnify 
the vicissitudes of the Bnancial markets to 
which manufacturing firms and other 
corporates have been exposed Their access 
to traditional sourccsot funds, namely, equity 
and institutional finance, has been rendered 
difficult As a result, corporates have been 
pushed to the costly bonds market in which 
pnvate placements, short-duration instru¬ 
ments ar^ arbitrarily-determined high coupon 
rates have become the order of the day 

Excessive dependence on the bonds market 
has certain unhealthy fall-outs With yields 
somewhat aibitranly-doermined. they hinder 
the growth of the equity market More 


significantly, the marketable debt system of 
financing considerably dilutes the discipline 
in the end-use of fundsr as the need tor 
supervisions is obviated Besides excessive 
marketisation of funds leads to superfluous 
financial engineenng with remote link with 
the real sectors 

The above distortions in the financial 
markets have been spawned essentially by 
the government's dependence on portfolio 
investments from abroad which are by their 
very nature volatile and expensive In this 
light, the SEBI's announcement towards the 
end of January opening up of the government 
secunties market for investment by Fils is 
replete with unhealthyconsequences Earlier, 
in November last year, SEBI had allowed 
RIs registered as a separate category of debt 
funds to invest in listed or to-be-listed 
corporate secunties, under which three debt 
funds fora total investment of $ 203 million 
or Rs 725 crore have been approved by 
SEBi Along with the permission to invest 
in dated government secunties, RIs have 
been allowed to bnng in propnetary funds 
including their own profits and surpluses, 
and not only their clients funds 

The presence of FHs in the government 
secunties market in particular will have 
senous repercussions on domestic interest 
rates, theburden of public deix, and exchange 
rate management Such investments tend to 
dilute the fiscal regime and also create the 
fragmentation ot the investor categones on 
tax burden differentiation RIs prefer short¬ 
term papers and are therefore likely to 
encourage the government to float a higher 
amount of debt in the form of such short- 
end papers which again is not advisable as, 
with a f^allingyield curve, the strategy should 
be to move in favour of longer matunttes 
Even in terms of conventional logic, at a time 
when the fiscal deficit shows no sign of 
coming undncontrol and other fundamentals 
are not nght, converting dorflestic debt into 
external debt could prove costly, especially 
when the deployment of funds is not clearly 
defined the chances are that they will go to 
finance growing current expenditures and 
not for capital projects 

U 

Cali Money and Exchange Markets 

Apart from the underlying situation of 
excess liquidity, there were sizeable net 
inflows of funds into the banking system 
dunng January which influenced the stable 
and unduly low level of overnight money 
market rates (Tables 2 and 3) and which also 
helped to nip speculation in the foreign 
exchange market fdlowing anticipations of 
additional demand for dollars to redeem the 
Indian Development Bonds (IDBs) The 
receipt of over Rs 9,500 crorc in the form 
of interest receipts by PFs on their special 
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deposits with the government which is a 
regular feature in January and the CRR release 
scheduled of two tranches amounting to Rs 
4.300 crore, contributed to the surplus 
situation (Table I). The abundance of 
liquidity gave a boost to the secondary market 
in gilt>edged securities, reduced the yield 
rates and flattened the yield curve. The RBI 
was prompted to activate its own instrument 
of repos to absorb excess liquidity and signal 
interest rate levels. 

The call money rates which opened at a 
high rate of 10.75-11.2$ per cent on January 
I, and early hours of January 2 as a carry 
over of the year-end drying up of liquidity, 
nosedived to 4 per cent in the subsequent 
hours of January 2 following the PFs’ interest 
receipts. With the subsequent CRR releases 
of the first tranche on January 4 and the 
second on January 18, the call rates ruled 
generally around 4 per cent for most of the 
period (Graph A) as the repo auctions 
conducted by the RBI with their cut-off rates 
at 5 per cent provided the bottom. The 
reporting Fridays of January 3 and 17 and 
the whole of the reporting week ending 
January 31 .saw the call rates ruling at O.SO- 
l.(X) per cent range (Graph A). 

Forex Market 

The expected turmoil in the forex market 
in the wake of IDB redemptions was averted 
due to the comfortable foreign exchange 
assets built during the recent months and the 
RBI succeeded in keeping the rupee rate 
stabilised during the month. Earlier, the rupee 
had depreciated to Rs 35.95 towards the end 
of December but the active market 
intervention by the RBI propped up the rupee 
which was kept anchored at around Rs 35.85 
throughout the month except for occasional 
flutters during December 3-10 when some 
rupee depreciation was engineered by 
speculative forces (Graph B). A second 
round of speculative position was built up 
to hit the market on January IS when the 
first tranche of IDB redemption of $ 418 
million was due. Around the same time, a 
huge amount of FCNR(A) deposits was to 
mature and IMF debt payments were due. 
The announcement by the finance minister 
about the imminent convertibility on capital 


account also lent support to the speculative 
drive. The speculative attack, however, was 
aborted when the market realised its 
unsustainability, because, first, out of $ 418 
million, bonds worth $ 187 were converted 
into rupees and only $ 231 million had to 
be redeemed in foreign exchange and, second, 
apparently a large part of the IDB funds was 
reinvested into FCNR(B) deposits. 

Overall, in the second half of the month 
the expectations of a fall in the rupee rate 
received a set-back and the positions built 
abroad began to be unwound. In fact, the RBI 
was forced to enter the market at levels of 
Rs 35.855/875 per US dollar to prevent 
undue appreciation and of course, with a 
view to shoring up its reserves for the 
redemption of the second tranche of IDBs 
slated for Febmary IS. 

In the forward market, while the short¬ 
term premia declined due to liquidity 
overhang, the six-month forward premia 
firmed up, more noticeably during the 
beginning of the third week to touch the 
month's high of 8.5 per cent on January 13 
from around 6.5 to 6.8 per cent during the 
first week ended January 3. The rise in the 
long-term forward premia was occasioned 
by (i) importers’ paying pressure, (ii) the 
comment of SBI chairman about further rise 
in long-term interest rates in the near future, 
and (iii) the large swap of FCNR (B) deposits 
by major nationalised banks. Also belying 
the earlier expectations, banks had to assume 
exchange rate risk on their own for loan 
against FCNR (B) deposits as corporates 
refu.sed to bear the risk. Hence, banks had 
to convert the.se FCNR (B) deposits into 
rupees and then on lend rupee loans. 


However, the rising trend in the forward 
premia was reversed during the second half 
of January when the six-month premia started 
falling to touch 6.96 per cent on January 28 
mainly because the market was dominated 
by current receipts as expectational factors 
were successfully curbed. 

In January. RBI allowed banks to quote 
forward rates for over six-month period 
apparently by using “money market factors”, 
though these factors are not defined. 
Secondly, the permission granted to banks 
to fix their own open position limits with 
the approval of the RBI became effective 
with SBI and Bank of Baroda commencing 
proprietary trading in the foreign exchange 
ma^et in January. 

Ill 

Primary Market in Gilt-edged and 
Other Debt Instruments 

Dated Securities 

January saw only one floatation of fresh 
government paper. This was the third and 
last tranche of state government loan for the 
current financial year. For a notified amount 
of Rs 1,609.36crore.the 10-year loan, offered 
at a coupon rate of 13.75 per cent, received 
subscription worth Rs 2,800 crore and was 
thus oversubscribed by about 74 pci cent. 
Earlier, in May and August, the 10-ycar state 
loans, were floated at 13.85 per cent. The 
central government security for 10-year 
maturity was also offered in December last 
at 13.85 per cent The Rc.scrve Bank thus 
took full advantage of easy liquidity in the 
market and ensured full subscription for this 
paper to indicate lowering of interest rate. 
All the three tranches of the state loans issued 


Tahlf 2: Daily (Juotations of Hiishs and Lows of Call Kates in Per Cent Per Annum; Simple 

SlAlIVnCAL ClIARAlTERISTlCS 



All five 
weeks 
of the 
month 


January 1997 
Week ended 


All four 
weeks 
of the 
month 


December 19% 
Week ended 



31* 

24 

17* 10 

3* 

27 

20* 

13 

6* 

Mean 

Standard 

4.2 

1.3 

3.8 

2.9 4.6 

9.9 

62 

11.1 

8.1 

4.8 

1.1 

Deviation 

3.1 

1.7 

0.3 

1.8 i.l 

2.3 

4.0 

0.5 

2.4 

1.7 

0.9 

Co-efficient of 7.3.2 28.9 
Variation (percentages) 

7.1 

62.2 23..5 

22.8 

63.8 

4.8 

29.6 

34.9 

79.5 


* Data for reporting Fridays (RF) are omitted. 


Table 1 : Estimated Flow of Liquioity into the Financial System during January 1997 


{Rupees crore} 


Week- 


31 



24 



17 



10 



3 


\. Ended Inflow 

Items 

Out¬ 

flow 

Net 

Inflow 

Out¬ 

flow 

Net 

Inflow 

Out¬ 

flow 

Net 

Inflow 

Out¬ 

flow 

Net 

Inflow 

Out¬ 

flow 

Net 

Interest Receipts on Special 


. 

. 

. 

- 

- 

■ 


- 

- 

- 

- 

9550 

. 

9550 

Deposits of (Estimated) 















CRR Cuts 

- 



. 

- 

- 

2140 


2140 

2140 

- 

2140 

- 


- 

Interest on CRR 

- 

- 



- 

- 

- 

- 


450 

- 

450 

. 

. 

. 

91-day TBs (Auction) 

500 

500 


‘ -500 

500 

. 

500 

500 

. 

500 

500 

. 

208 

474 

-266 

364-day TBs (Auction) 

80 

6.15 

-555 

- 



122 

270 

-148 

- 

. 

. 

34 

290 

-256 

(jovt Securities Auction 

. 


. 

- 

1609 

-1609 

. 

- 

. 

. 

. 

. 

. 



Coupon Payments 

420 

- 

420 

252 

. 

252 

90 

- 

90 

70 

- 

70 

28 


28 

Net Foreign Assets 

200 


200 

459 

. 

459 

- 

272 

-272 

. 

170 

•170 

. 

228 

-228 

Total 

1200 

1115 

65 

1211 

2109 

-898 

2852 

1042 

1810 

3160 

670 

2490 

9820 

992 

8828 


Notes: A negative sign implies net outflow. - means nil. 
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Graph A; Dahv Top-End Quoiahow of Cau Mot«v Raik, 
Novhmber 1996 to January 1997 



Working Days 



during the current Itnancial year have been 
oversubscribed due to abundance of liquidity 
and the offer of relatively high coupon rates. 
Unlike the practice in the first two tranches, 
the excess subscriptions were returned this 
time as states have exhausted their budgeted 
amounts of market borrowings. 

The central government has also fulfilled 
by the end of January about 97 per cent of 
its net market boiTowing target; Rs 24,732 
crore as against the budgeted amount of Rs 
25,498 crore (or in gross terms Rs 34,447 
crore against the budgeted amount of Rs 
35,294 crore). 

91-day Treasury Bills 

The investor response to the 91-day 
treasury bills (TBs) auctions, slowed down 
in mid-December, started picking up once 
again from the second week of January. This 
provided a leverage for the RBI to lower the 
discount rate while at the same time avoiding 
further dcvolvement upon itself (Table 4). 
After maintaining the yield rate at 8.16 per 
cent at the first two auctions, it was reduced 
8.12 per cent and 8.08 per cent in the last 
two auctions last respectively. 


364-day Treasury Bills 

In the three auctions of364-day TBs during 
the month, the last auction on January 29 
witnessed a surge in investors’ response to 
touch Rs 1,857.14 crore as against Rs 320 
crore in January 1 auction and Rs 350 crore 
in January 15 auction (Table 5). This is reflec¬ 
tive of abundance of liquidity and further 
deceleration increditdisbursementsby banks. 
The cut-off yield, which was maintained at 
10.33 per cent in the first two auctions, was 
reduced to 10.10 per cent in the last auction. 
This was achieved by accepting less than half 
of the amount received in the auction. 

Bonds Market 

The primary nutrket witnessed explosive 
growth in bonds is.sues as the pent-up demand 
seems to far outstrip the supply of rated 
issues. As almokt all the bond issues were 
oversubscribed and about Rs 4,000 crore 
were mobilised during the month. A number 
ot favourable factors helped bolster the debt 
market. First, as the deposits of banks grew 
but the credit offtake was lower, many banks 
led by SBI entered into the market to buy 


bonds and debentures. This propensity was 
accentuated as there was lull in government 
securities auctions. Secondly, the fixed 
deposits rates of NBFCs declined more than 
the marginal fall in bonds yields of FIs and 
PSUs. For example, as against the fall of one 
percentage point in fixed deposits of NBFCs 
(Apple from 18.4 per cent to 17.5 per cent, 
Gujarat Leasing from 18 per cent to 17 per 
cent,and Anagramfrom 18.5 per cent to 17.5 
per cent), the coupon rates of FIs’ bonds 
fell by 0.5 percentage point (e g, IDBl 
Flexibonds-2 from 16 per cent to 15.5 per 
cent). Thirdly, much of the funds earlier 
flowing into NBFCs now got diverted to debt 
instruments due to (i) discouragement by the 
NBFCs themselves as most NBFCs had 
already achieved their targeted deposit 
growth, and (ii) large-scale default in fixed 
deposits redemption, even of renowned 
companies. Fourthly, FIls are now allowed 
to invest their clients’ and their own money 
in debt instruments. Already, three dedicated 
FII debt funds, viz, Schroeder Biuik, Chesseor 
International and Credit Swisse for a total 
amount of $ 203 million (Rs 750 crore) are 
active in the primaiy debt market. Fifthly, 


Table 3: Call Money Rates 


24 17(RF) 


10 .3(RF) 


(Ber cent per annum) 


27 20(RF) 


13 6(RF) 


Weekly range 0.10-4.25 3.50-4.25 00.50-5..50 3.00-7.00 

(0.25-12.25X12.00-14.00) (0.25-I4..S0)(l 1.00-15.00) 
Weekend(Friday) 0.10-0.25 3.75-4.25 0.05-0.25 3.50-4 50 

Weekly weighted average * na na .3.09 4.75 

UFHI fending rates (range) na na 0.I0-5..35 3.7.5-8.00 


00,10-11.30 I0.50-12..50 0.10-11.50 .3.00-8.25 0.25-2.50 

(0.2.5-35.00X15.50-40.00) (0.25-14.50) (13.00-23.00) (0.10-25.00) 
0.10-0.50 10.75-11.00 0.104)25 6.75-8.50 0.2.5-0.50 

10.44 11.01 7.10 4.60 1.05 

0..50-11..50 10..50-11.75 0.50-11.50 3.25-8.50 0.25-2.50 


* Weighted average of borrowing rates reported to the RBI by selected banks and DFHI, weights being proportional to amounts borrowed. 
Pigaies in the parentheses represent weekly range during similar period last year. 
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Per cent per annum 


CiRAPH C: Annuaiimd Daiiv I-Month, 3-MoNrH, and 6-Monih 
Forward Prsmia in Percentage for the US Dollar 
B v THE Domestic Inter-Bank Market 



2 . 

29/11/96 


27/12/% .ll/Ol/F/? 

Working Days 


Graph D: Yield Curves for 364-Day Treasury Bids and Dated 
Securities - Weighied Average for January 1997 
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3.J =|.j364-Day Treasury Bills 
(Last maturity in Jan 98) 


Period to Maturity in Ascending Order 


The current buying is also influenced by the 
expected surge in demand due to expected 
flow of infrastriicture bonds carrying Section 
88 benefit of the Income Tax Act. Sixthly, 
an active .secondary debt market has also 
encou raged the spate of primary issues. Many 
issues are now getting listed in the stock 
exchanges in order to avail of tax benefits. 
Seventhly, RRBs are now allowed to invest 
in bonds and debentures up to S per cent of 
their incremental deposits over the previous 
year. And la.stly, the demand for tax-free 


bonds has surged as the end of the current 
fiscal year is ilrawing nearer. 

Fh and Bankx 

During January, eight FIs and two banks 
floated bond issues to mobilise the targeted 
amount of R$ 2.330 crore with an additional 
greenshoc option of Rs 1,400 crore. The 
largest issue of Rs 700 crore with greenshoc 
option of Rs 700 crore was by IDBI for its 
family of Flexibonds-2 public issue. The 
coupon of the issue at IS to 13.3 per cent 


range was lower by 0.5 percentage point than 
its earlier issue, signalling a marginal casing 
in the overall cost of borrowings by FIs. E .cn 
so, the issue, which received poor response 
from public, was ultimately oversubscribed 
mainly by the banks and institutional 
invc.stors. The issue became important for 
heralding for the first time a syndication of 
up-front incentive by merchant bankers who 
charged a uniform discount rate of 1.83 per 
cent and shared the benefits equally. The 
issue also carried high liquidity due to its 


Tabuf 4- AiicnoN fif 91-Day Treasury Bills 

(Amount in rupees crore) 


Date of 

Notified 

Bids Tendered 

Bids Accepted 

Subscription Cut-off 

Cut-off 

Amount Outstanding (Rupees)@ 

Auction 

Amount 





Devolved 

Price 









I iClii 





(Rupee.<i) 

No 

Face Value 

Ni> 

Face Value 

on RBI 

(Rupees) 

Rate 

Total 

With RBI 

Outside 




(Amount) 


(Amount) 

(Amount) 


(Per Cent) 



RBI 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7)* 

(8) 

(9) 

(10) 

(11) 

(12) 

1996 












Jon 5 

500.00 

10 

22.73 

3 

6.50 

393..50 

96.86 

12.97 

6.500.00 

2895 18 

3604.82 



(1) 

(100.00) 

(1) 

(100.00) 







Jan 12 

500.00 

17 

200.70 

10 

111.70 

338.30 

96.86 

12.97 

650().(K) 

3233.48 

3266.52 



(1) 

(50.00) 

(1) 

(50.00) 







Jan 19 

.500.00 

24 

263.36 

11 

145.36 

.304.64 

96.86 

12.97 

6500.00 

3506,37 

2993.63 



(1) 

(50.00) 

(1) 

(50 00) 







Jan 2.3 

500.00 

20 

225.35 

17 

2I4..35 

135.03 

96.86 

12.97 

6500.00 

3484.42 

3015.58 



(3) 

(150.63) 

(3) 

(150.63) 







1997 












Jan 3 

.50000 

9 

I67..36 

8 

I62..36 

291.72 

98.00 

8.16 

6500.00 

1664.00 

4836.00 



(-) 

(-) 

(-) 

(-) 

(45.93) 

[98.00) 

[8.16] 




Jan 10 

500.00 

33 

592.00 

28 

.500.00 

0.00 

98.00 

8.16 

6500.00 

1930.00 

4570.00 



<-) 

(-) 

(-) 

(-) 


[98.01] 

[812] 




Jan 17 

.500.00 

17 

414.05 

9 

200..50 

0.00 

98.01 

8.12 

6500.00 

1930.00 

4570.00 



(3) 

(350.00) 

(3) 

(299.48) 


[98.02) 

[8.08] 




Jan 24 

500.00 

27 

821.25 

16 

500.00 

0.00 

98.02 

8.08 

6500.00 

1930.00 

4.570.00 



(-) 

(-) 

(-) 

(-) 


[98.03] 

[8.04] 




Jan 31 

.500.00 

84 

1979.00 

8 

463 

0.00 

98.16 

7.50 

6500.00 

1930.00 

4570,00 



(1) 

(100.00) 

(1) 

(37.10) 


[98.18] 

[7.41] 





Figures in parentheses in cols 3 to 6 repre.sent numbers and amounts of non-competitive bids which are not included in the total. 


Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in Col 7 relate to devolvement on primary dealers, exclusive of RBI. @ Outstanding amounts are estimated for last few weeks of 
January 1997. 
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marKCt making by lOBI. Such developments 
are the harfoingerof concerted issue manage¬ 
ment, availability of finer rates and develop¬ 
ment of the deep discount debt market. 

Among the private placements, ICICI 
4 collected Rs 500 crore by offering 16.29 per 
cent for 30-year issue and 16.82 per cent for 
SO-year issue, likewise IFCI Rs 300 crore 
by offering 16.34 per cent for 30 years and 
16.82 per cent for 50 years, and TFCI Rs 
30 crore by offering 16.64 per cent on 10 
years. The issue of SIDBI also with private 
placement fur Rs 200 crore with greenshoe 
option of Rs 200 crore was oversubscribed 
by four times essentially due to the hunger 
shown by banks for investment outlets as a 
sub.stitute for their loaning activity. 

Compared to FIs, banks had to pay a 
higher yield. Punjab National Bank offered 
17.29 per cent for its 5-year bonds issue of 
Rs 200 crore. .Similarly, State Bank of 
Mysore offered 18.05 percent for six years. 

The lone tax-free bonds issue was by IRFC 
for Rs 250 crore with greenshoe option of 
4 Rs 250 crore. The btrnds offered a post-tax 
return ol 12.48 per cent which was equal to 
a pretax return of 20.8 per cent. The issue 
was very successful. 

For the first time, NABARD opted for a 
private placement of Rs 200crore by offering 
tax-free bonds at 9 per cent plus an upfront 
di.scountot 1.5 per cent. The bond was called 
priority sector bond which was largely 
subscribed by banks that failed to meet the 
40 per cent target ol priority sector credit 
allocation. However, the NABARD bonds 
arc not eligible for .SLR purposes. 

PSUs 

Taking advantage of the abundance of 
liquidity, a large number of PSUs flotxicd 
the market with their bonds issues. The 
p targeted amount of mobilisation by the major 
PSUs was around Rs 1,755 crore with a 
greenshoe option of Rs 345 crore. As the 
effective yields ranged from 17.0 per cent 
for one year (HPCL) to 19.67 per cent for 
7-years (NPC), invc.stors lapped up all the 
issues. For the first lime, the debt market 
witnessed simultaneous issues of three tax- 
free bonds, c g, NPC (12.93 per cent for 7 
years), PFC (12.83 per cent for 7 years) and 
HUDCO (12.59 per cent for 7 years). The 
issue by HUDCO for Rs 300 crore was the 
first issue of infrastructure bonds enjoying 
the tax benefit of clause S4EB of the Income 
Tax Act. The investors are expecting a hoard 
of such infrastructure bonds. For the setting 
up of IDFC, some FIIs have agreed to 
contribute $ 100 million as share capital. 

However, the investors' response towards 
the non-SLR bonds issued by state PSUs 
lacked any enthusiasm amongst investors as 
some such units had in the past defaulted 
in the payment of interest and principal 
amounts. The redemption amount of 1995 
and 1996 are still due from Assam SEB, 
MPSEB, UP SEB, Bihar Housing Board, 


Bihar SFC, Bihar SEB, and Bihar State Road 
Transport Corporation. The issue by Pune 
Municipal Corporation forRs 200crore was, 
however, successful. 

CPs and CDs 

Some foreign and private sector banks as 
well as some financial institutions were seen 
to be raising three months funds through 
certificate of deposits. Compared to a high 
of 20 per cent seen during the tight liquidity 
situation witnessed last year, the cuirent rates 
on CDs were much lower at 9.75 per cent 
to 10.25 per cent for nationalised banks, 
10.50-11 per cent for foreign banks and 12- 
13 per cent for a few other banks. Financial 


institutions such as, ICICI and IFCI too came 
to the CD market to raise one-year funds at 
13.75 and 12.75 per cent, respectively. 

Similarly, rates on commercial paper too 
were seen to be moving downwards. With 
mutual funds and insurance companies being 
willing takers, companies like Reliance were 
placing CP with them at 11.90-12 per cent. 
Kotak Mahindra placed its CP for an amount 
ofRs 26crore at 13.25 percent. Interestingly, 
PNB Gilts, placed its first CP worth Rs 10 
crore at a rate of 12.65 per cent with ICICI 
Bank with the sole purpose of subscribing 
to the state loans . It was the first primary 
dealer to raise funds through CP after the 
RBI allowed them to access CP market for 


Table 5: Auctions ok 364-Day Treasury Bills 

(Amount in rupees rrore) 


Date of 
Auction 

Bids Tendered Bids Accepted 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Rate 

(Per Cent) 

No 

Face Value No 

(Amount) 

Face Value 
(Amount) 

1996 







Jan 3 

8 

34.20 8 


.34 20 

88.44 

13.07 

Jan 17 

23 

201.90 18 


121.90 

88.40 

1.3.12 

Jan 31 

22 

143.00 11 


80.00 

88.40 

1.3.12 

1997 







Jan 1 

13 

.320,00 10 


290.00 

90.64 

10.33 






(90.65) 

(10.31) 

Jan 15 

15 

350.00 9 


270.00 

90.64 

10.33 






(90 65) 

(10.31) 

Jan 29 

59 

1887.40 14 


6.35.00 

90.83 

10.10 






(90.85) 

(10.07) 

Figures in brackets represent weighted average price and the respective yield 




Tabu-; 6: Repo Transactions in Government Paper 




(Uther than with the RBI) - January 1997 



Repo Period 


Amount Involved) 


Range of 

Weighted 

in Number 


(Rupees Crore) 


Interest 

Average 

of Days 




(Per Cent 

Interest Rale 





Per Annum) (Per Cent Per Annum) 

A. Dated Securities 







3 

945.50 


2 7.5-10.75 


5.69 


4 

109.00 


4.50-8 75 


5.48 


7 

15.00 


9.3,5-10.75 


10.28 


8 

30.00 


5.25 


5.25 


10 

50.00 


5.40-8,85 


7.13 


It 

50.00 


5.90 


5.90 


12 

3.00 


5.25 


5.25 


14 

63.75 


5.50-8 00 


6.87 

All Issues 


1266.25 


1.2.5-11.00 


6.62 

B. 364-Day TBs 






(All issues) 

30 


3 75-6 00 


4.38 

C. 91-Day TBs 






(All Issues) 

8.00 


6,00 


6.00 



Table 7; Auctions of Repos by RBI 








(Amount in Rupees crore) 


Number 

Bids Tendered 

Bids Accepted 

Cut-off 


Date of 

of Days 

— 



— Yield 

Weighted 

Auction 


No Face Value 

No 

Face Value Rate 

Average 



(Amount) 


(Amount) (Per cent) (Per cent) 

(1) 

(2) 

(-3) (4) 

(5) 

(6) 

(7) 

(8) 

1997 







Jan 13 

3 

16 620 

12 

535 

5.25 

NA 

Jan 16 

3 

42 2860 

33 

22.50 

5.00 

4.3423 

Jun 18 

4 

40 2290 

17 

1195 

5.00 

4.8720 

Jan 22 

4 

45 3335 

.34 

2985 

5.00 

4.9118 

Jan 2.5 

3 

.30 3385 

28 

3330 

5.00 

4.9464 

Jun 29 

4 

72 6743 

41 

3538 

4.90 

4.7349 


Figures in brackets represent weighted average yield. 
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Ain>ENDix Table: Secondary Market Operations in Government Paper, RBI's SGL Data 


(Anuiuni in rupees, crore} 


_ Week EnilinEJanuarv 1997: Yield to Maluritv on Actual Trading _ Total for the Month 

_31_24_[7_10_3_ of January 1997 

Dcscnpuons Amt VTM CY Amt YTM Amt YTM Amt YTM Amt YTM CY Amt YTM CY 

I Treasury Bills 


A 91-Day Bills 

646.83 

7..59 


481.44 

7.09452.23 

B 364-Day Bills 

ll()8..50 

9.63 


608.10 

10.07.395.00 

1) 

Jun 20,1997 

30.00 

8.38 


10.00 

9.03 

40.(K) 

II) 

Jul 18,1997 

60.00 

8.82 


25.00 

9.95 

55.00 

iii) 

Aug 29,1997 

I2..50 

9.42 


lO.(K) 

9 97 

10.00 

IV) 

Sept 26,1997 

66 00 

9.41 


.5I.(M) 

9.98 

I5(X) 

V) 

Oct 10,1997 

294.(X) 

9.52 


113.58 

10.05100 00 

Vi) 

Dec 19,1997 

30.00 

9.77 


25.00 

10.14 

50.00 

vii) 

Jan 2,1998 

178.00 

981 


170,00 

10.21 

80.00 

viii) 

Jan 16,1998 

102 00 

9.89 


167.5,5 

10 28 

- 

ix) 

Jan .30,1998 

250 00 

10.10 


- 

- 

- 

2 GOI Dated .Securities 







A Converted (Per Cent. 

Year) 






1) 

I3..S0. 1998 

212.20 

10.75 

13 11 

168.80 

11.05 

7K80 

ii) 

12.00, 1999 

65.72 

12.31 

12.08 

65.00 

12.41 

- 

Iii) 

13 2.'S, 2(XK) 

- 

- 


- 

- 

- 

iv) 

II ,7-*). 2(K)I 

- 

- 

- 

. 

- 

4.77 

V) 

12.50, 2004 

8.81 

1345 

13.06 

17.09 

13.48 

18.14 

Sub-total 


286.73 

11.19 

12.87 

2.50.89 

II..57 

94.70 

B Regular (Per Cent: Year) 






i) 

12 00. 1997 

- 

- 

- 

10.14 

9.91 

- 

ii) 

13.25, 1997 

- 

- 

- 

40.59 

10.45 

80.00 

iii) 

I3..50, 1997 

51.5.00 

8.18 

13.11 

I42..50 

8.86170 63 

iv) 

6.00, 1998 

. 

- 

- 

0.23 

5.99 

- 

V) 

6.25, 1998 

- 

- 

- 

0.01 

6.24 

- 

VI) 

12.30. 1998 

- 

- 

- 

15.00 

12.04 

- 

vii) 

13.50, 1998 

- 

- 

- 

- 

- 

15.00 

viii) 

13.62, 1998 

.30.(X) 

11.64 

13.27 

155.tX) 

11 0.3 

15.00 

IX) 

13 65. 1998 

. 

- 

. 

5.00 

10.93 

. 

X) 

13 40, 1999 

160.43 

1278 

13.21 

229.23 

13.97181.63 

xi) 

13.65. 1999 

133.00 

II 74 

13.21 

90 tX) 

11.H8 

20.00 

xii) 

13.70. 1999 

35.(X) 

12.47 

13..38 

63.20 

12,63 

10.27 

xiii) 

14.1.3, 1999 

25.00 

13 13 

I3.,54 

- 


- 

xiv) 

10.75, 20(K) 

- 

- 

- 

1.90 

13.21 

- 

XV) 

11 64. 20(X) 

7.00 

13.40 

12.23 

- 

- 

3.00 

XVI) 

13 85. 20(X) 

.II8.(X) 

13.16 

13.57 

- 

- 

55.00 

xvii) 

12.08.2001 

1 00 

15.88 

1.3 63 

- 

- 

- 

xviii) 

13.55, 2(X)I 

10.00 

13.16 

6 70 

58.45 

13.27 

25 20 

xix) 

13.75, 2lX)l 


- 

- 

lO.(X) 

13.21 

5.00 

xx) 

13.8.5.2001 

5.00 

12.96 

13.48 

11.23 

13.04 

. 

xxi) 

11.00. 2002 

. 

- 

- 

- 

- 

10.13 

xxii) 

11 5.5, 2(X)2(1) 

- 

- 

- 

- 

- 

- 

xxiii) 

13.82, 2002 

178.34 

13.11 

12.32 

2.50 

13.17 

25.14 

xxiv) 

13.85. 2(X)2 

69 12 

13.13 

13.56 

- 

- 

- 

XXV) 

13.7.5. 2IX)5 

- 

- 

- 

- 

- 

- 

xxvi) 

14.00.2005 

13.55 

I3..39 

13..59 

11.23 

13.54 

5.22 

.\xvii) 

11..50. 2006 

- 


- 

- 

- 

5.00 

xxviii) 13 8S. 2006 

l5tX) 

13.43 

13..55 

- 

- 

31.11 

xxix) 

13.85, 200.5(INST)23.60 

13.54 

13.64 

I.(X) 

13.56 

.30.13 

xxx) 

14.00, 2006 

0.75 

13.41 

I3.,59 

10.76 

13.41 

32.55 

xxxi) 

II..50. 2007 

- 

- 

- 

15.46 

13.89 

- 

xxxii) 8.00, 2011 

- 

- 

- 

- 

- 

- 

Sub-total 


i.m79 

11.01 

13.08 

873.41 

11.95720.00 

C Zero coupon (Per Cent: Year) 






(i) 

0.00. 1999 

57.(X) 

12..S0 

8.72 

76.39 

12,76 

10.23 

(ii) 

0.00. 2000 

20.00 

13.40 

10.72 

. 

. 

15.00 

(iii) 

0.00. 2<XX)(I11) 

169.00 

13.42 

11.00 

35.00 

13..50 

15.00 

(IV) 

0.00,2000(111-11)147.00 

13..36 

12.18 

14.00 

13.50 

5.00 

Sub-total 


393.<KJ 

13.26 

11.10 

I25..39 

13.05 

45.23 

(A+B+C) 


2019.52 

11.48 

12.661249.69 

11.99859.94 

D RBI's Open Market 







Operations (P*'r Cent) 

684.57 

13.16 

13.10 

115.27 

1.3.19 

25.00 

(A+B+C+D) 

2704 09 

11.90 

12.781.364.96 

12 09 884.94 

3 REPO 








(i) 

91-Day T Bill 

- 

- 

- 

- 

- 

. 

(ii) 

364-Day T Bill 

- 

- 

- 

- 

- 

25.00 

(lii) 

Govt Securities 

320.00 

- 


1.35.25 

- 

282..50 

Sub-total 


320 00 



1.35.25 


307..50 

4 State Govt ,Securities 

39.84 

13.49 

13.64 

3.69 

12.82 

2..57 

Grand total 

4819.26 


2593.44 

2042.23 


7.11 

4.56.84 

7.04 

153.50 

7.69 

2190.83 

7.27 

9.84 

488.95 

9.67 

318.41 

10.16 

2918.96 

9.81 

9.40 

45.00 

9.49 

70.00 

10.04 

195.00 

9.47 

9..50 

15.00 

9.61 

61.88 

10.0.3 

216.88 

9.52 

9.77 

40.00 

9.80 

77..50 

10.25 

1.50.00 

10.01 

10.01 

57.00 

10.00 

. 

. 

189.00 

9.79 

10.14 

25.30 

10.04 

- 

- 

532.88 

9.78 

10.30 

82.00 

10.30 

48.00 

10.40 

235.00 

10 23 

I0..30 

119.00 

10.31 

- 

- 

547.00 

10.12 

. 

. 

. 

- 

- 

269.55 

10.13 

- 


- 

- 

- 

250,00 

10.10 


11.25 

165.66 

10.94 

85.00 

10..54 

13.14 

703.46 

10 89 

1.3.13 

. 

39.46 

12.44 

17.00 

12..53 

12.13 

187.18 

12.39 

12.09 

- 

- 

- 

. 

. 

■ 

0.00 

- 

- 

13.13 

. 

. 

0.04 

II 81 

11.78 

4.80 

1.3 12 

12,32 

13.51 

50.48 

13.47 

28.04 

13.49 

13.10 

I22..5.5 

13.48 

13.09 

11.78 

255 61 

11.67 

130.07 

11.44 

13.00 

1018.00 

11,49 

12.93 


0.06 

12.29 

6.60 

10.00 

11.97 

16 80 

9.95 

II 93 

11.10 

9.(X) 

7.82 

lO.(X) 

7 88 

12.90 

139.59 

10.47 

1.3.08 ^ 

9.24 

81 60 

9.10 

35.00 

9,06 

13.13 

944.73 

8.58 

13.13 

. 

. 

- 

- 

. 

- 

0.23 

5.99 

ft.OO 

- 

. 

. 

- 

. 

. 

0.01 

6 24 

6.25 

- 

- 

- 

10.00 

12..58 

12.36 

25.00 

12.26 

I2,.30 

11.25 

I6(X) 

11.22 

. 

- 

- 

31.00 

11.24 

13.16 

11 03 

45 00 

10.79 

5.00 

10 82 

13,10 

250 (M) 

11.06 

13.16 

- 

0 05 

10.69 

. 

- 


5.05 

10.93 

13.15 

13.07 

221.09 

12.98 

289,55 

13.20 

13.34 

1081.92 

13 23 

i;..28 

12.00 

25.00 

12.03 

15.00 

12.13 

13.29 

283 (X) 

11.85 

1.3.23 

12.74 

15.00 

12.78 

10.00 

12.93 

13.49 

133.47 

12 64 

1.3.42 

. 

- 

- 

- 

- 

- 

25 (X) 

13.13 

1.3.54 

- 

- 

. 

- 

- 

. 

1.90 

1321 

11.51 

12.92 

- 

- 

5.-50 

13 22 

12.18 

15..50 

13.25 

12.18 

13 21 

3 25 

13.21 

. 

- 

. 

176.25 

1.3.18 

1.3.58 

. 

1.90 

13.77 

1.00 

16.07 

13.73 

3.90 

14.90 

1.3.22 

13.30 

60,30 

13.26 

44.66 

13.37 

13.47 

198.61 

1.3.29 

13.10 

13.26 

. 

. 

5 00 

1.3.31 

13.56 

20.(K) 

13 25 

13 .54 

. 

. 

- 

5.00 

13.06 

I3..52 

21.23 

1.3,03 

I.3..32 

13 41 

1 50 

13..39 

- 

. 

. 

11.63 

1.3.41 

12.09 

- 

- 

- 

1 28 

I3..56 

12.55 

1.28 

13.56 

12.55 

13.18 

25.00 

13.20 

20.00 

13 27 

13.56 

250.98 

13.14 

;2.67 

. 

. 

- 

- 

. 

. 

69.12 

13.13 

13.56 , 

- 

8.33 

I3..50 

■ 

. 


8.33 

1.3 50 

I3..59 

13.-55 

2.84 

13.49 

6.52 

t3.58 

13.72 

39.36 

13.49 

1.3,66 

13 70 

- 

- 

0.14 

13.79 

13.05 

5,14 

1.3.71 

12.99 

13.49 

7.75 

13.47 

13.00 

13 47 

13.58 

66 86 

13.47 

13..58 

13.66 

80.62 

13.62 

27.30 

13.68 

13.73 

162.65 

13.62 

13.69 

13.47 

30.70 

13.47 

2.00 

13.53 

13.67 

76.76 

13.46 

13.62 

. 

. 

. 

7.60 

13.70 

13.11 

23.06 

1.3.83 

13.47 

. 

1..50 

13.82 

- 

- 

- 

1..50 

1.3.82 

12.48 

11.92 

636 49 

12.33 

520.15 

12.78 

13.32 

4089.86 

11.80 

1.3.22 

12.88 

95.00 

12.81 

65.04 

12.85 

8.87 

303.66 

12 75 

8.81 

I3..56 

. 

. 

- 

- 

. 

35.00 

13.47 

10.76 

13.49 

10.00 

13.31 

86.00 

13.46 

11.13 

315.00 

13.44 

11.05 

13.50 

40.00 

1.3.34 

70.00 

13.44 

12.79 

276.00 

13.39 

12.45 

13.37 

145.00 

12.99 

221.04 

13.27 

10.99 

929.66 

13.20 

10.72 

11.9810.37.10 

12.26 

871.27 

12.70 

12.68 

6037.51 

11.97 

12.79 

13.20 

205,00 

13.25 

35.00 

13.31 

13.60 

1064.84 

13.18 

1.3.28 

12.021242.10 

12.42 

906.27 

12.73 

12.72 

7102.35 

12.15 

12.86 




8.00 


. 

8.00 



- 

- 

- 

5.00 

- 

- 

30.00 



- 

61.50 


467.00 

- 


1266.25 




61.50 


480.00 



1304.25 



I:j.32 

36.64 

13.55 

44.35 

13.53 

1361 

127.26 

I3..50 

13.59 

2286.02 


1902.70 


13643.65 

- 

- 


(-) means no trading YTM = Yield to maturity in percentage per annum CY = Current yield in per cent per annum * Yield rates of these sub-' 
groups of t-bills and dated securities have been used for the graphs. 

Notes'. I) Yields are weighted yields, weighted by the amounts of each transaction. 

2) Current yield has not been worked out for treasury bills. 
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their funds requirements. Among other 
corporates which were expected to hit the 
CP market were Larsen & Toubro and 
Hindustan Petroleum. 

ICD Market 

^ The easy liquidity in the system has slowly 
revived the ICD market where the interest 
rates have shown a fall. Quoted at 21-2.? per 
cent last year, the rates plummeted to 17- 
i 8 per cent in Janusiry fur 90-day money and 
15-17 per cent for 45 day money. At these 
rates, medium size companies were seen to 
be re-entering the market. The toll of ICD 
market was taken al.so by the emergence of 
the debateon corporate governance. This route 
being the favourite of corporates for funds 
diversion, financial institutions in their contri¬ 
bution to the debateon corporate governance 
recommended .sorne check on the use of inter¬ 
corporate funds by corporates to strengthen 
their hold on their group companies. 

IV 

Secondary Market 

Gill-Ed^ed Paper 

TTic activity in the secondary market for 
govemtiient securities in the initial part of 
the month was onl y indicative of the feverish 
activity that was to dominate in the later pari 
ul the month as players had begun to buy 
up stocks in expectation ot a liquidity release 
through a full percentage point CRR cut. The 
first tranche ot cut in CRR al.so did not 
immediately boost up the activity in gilt- 
edged as must banks used the amounts 


released to repay export refinance availed by 
them in December. The next tranche of cut 
on January 18 gave the expected boost to 
the gilt-edged market as trading in this market 
steadily increased. This resulted in a 
substantial rise in prices of securities, though 
some securities, especially in the medium 
term, were more favoured than others. Prices 
of zero coupon bonds 1999 and 2000, for 
instance, appreciated dunng the period by 
as much as Rs 1.48 and Rs 1. 15, respectively. 
Due to increased demand, the traded volume 
of government securities, as per SGL record, 
increased from Rs 4,217 crore in December 
to Rs 6,038 crore in January (Appendix 
Table). Repo tran.sactiuns have also increased 
quite sizeably (Table 6). 

Yield Curve 

Some serious .studies in industrialised 
countries in the recent period have begun to 
consider the usefulness of the yield curve 
(defined differently to represent the spread 
between short-tenn and long-term rates, say, 
between the interest rates on the 10-year 
government papei and the three-month 
treasury bil I) to predict the course of economic 
activity, suchas the possibility of arecession, 
or expectations of future intlation and real 
interest rales. It is said that a relative rise 
in the short-term rate, for instance, tends to 
Hattcn the yield curve and to .slow real growth 
in the near term. While many complex factors 
operate in determining the direction of 
economic activity, it is significant that in 
periods when the yield curve (as defined by 
us to indicate the behaviour of YTMs by 


Tasi fc 8: Operations oi- National Stock Exchange (NSE) during January 1997 • 

AnuAL Traijeo Amount 

(Rupees crore) 


De.scriptors 


Week Ending January 

Total during 


.31 

24 

17 

10 

3 

Jan 97 

Dec 96 

Nov 96 

1 Treasury Bills 

98.5.07 

456.11 

385.29 

426.85 

326.98 

2580.30 

1062.37 

1002.40 

i) 91-day Bills 

207 .57 

116 11 

45.29 

1.59.85 

43.68 

572.50 

517.79 

548.80 

ii) 364-da> Bills 

777 .50 

.340 00 

.340.00 

267.IK) 

28.3.30 

2(K)7.80 

.544.58 

453.60 

iii) Repo 

- 

- 


- 

- 

- 


- 

2 Dated .Securities 

16.54..5f. 

89.3.19 

640 72 

687.78 

682.50 

4.558 75 

2164.25 

.3587.21 

A GOl Securities I6I7..3.S 

892.52 

640.18 

662.07 

658 08 

4470.20 

2145.11 

.3569 48 

i) ('on verted 

2M 23 222..54 

1.55.13 

215.02 

178.29 

102.5.21 

440.02 

1174.66 

ii) Regular 

9.5.t 12 

540.36 

429,65 

401.75 

310.79 

2635 67 

1482.89 

1829.40 

iii) Zero Coupon 

409.00 

129.00 

50.(K> 

45.00 

169.(«) 

802,00 

220.00 

.551.43 

iv) Floating 

Rare Bonds 

- 

- 

- 

- 

- 

- 


000 

V) GCB 

1.00 

0.62 

0.40 

0.30 

- 

2.32 

2.20 

0.50 

vi) Repo 

- 

- 

5.00 



- 


5tX) 

B Stale Govts 

Slocks 

.37.21 

0.67 

0..54 

25.71 

24 42 

88 55 

19 14 

17.7.3 

3 PSU Bonds 

91.43 

20.71 

48.6.3 

21.80 

38.73 

221..30 

91.01 

240.80 

i) Tax free 

20.7.3 

:i.86 

2 4.3 

11..30 

19.73 

66 05 

38.01 

12.3.20 

ii) Taxable 

70.70 

8,85 

46.20 

10.50 

19.00 

15,5.25 

53.00 

117.60 

4 Commercial 

Papers 

. 

- 

5.00 

2.00 

5.00 

12.00 

18.00 

17.00 

S Certificates of 

Deposits 

29.20 

10,00 

11.00 

14.(X) 

10.00 

74,20 

26.25 

14.90 

6 Debentures 

1..33 

6.34 

1.43 

11.05 

42.30 

62.45 

2.3.46 

1.3.95 

7 Floating Rate 

Bonds 


0.45 

0.05 

- 

- 


- 

20.00 

81D+IB+BB+PD+CN42.00 

25.00 

10.00 

70.98 

1.3.00 

160.98 

102.60 

li9.67 

Grand total 

(volume) 

2g0.3..591411.80 

1102.12 

12.34.46 

1118.51 

7669.98 

.3487.94 

3751.78 


- No trading. ID Non-SLR Institutional Bonds. IB SLR Institutional Bonds. GCB Government 
Compensation Bonds. BB Bank Bonds. PD Promissory Note.CN Company Notes 


period to maturity in ascending order) has 
been flat, there have been uncertainties on 
the economic horizon regarding real 
economic activity, particularly industrial 
growth and investment even in India. As 
indicated i n Graph D, this is one such period. 

Open Market O/teralions (OMOs) 

After the initial lullness, the RBI's OMOs 
indeed became active towards the last week 
of the month when the RBI absorbed sizeable 
amounts of liquidity by .selling 13.85 per 
cent 2000 and 13.82 per cent 2002 paper. 
As per the SGL account transactions record, 
the RBI sold Rs 280.27 crore worth ot 13.85 
per cent 2000 and Rs 315 crore worth of 
13.82 per cent 2002 paper. Again, Rs 201 
crore worth of securities were sold between 
January 21 and 28. During the month, thus, 
the RBI did OMOs worth over Rs 800 crore. 
The RBI continued to do OMOs in early part 
of Febmary at the same pitch with the first 
three days recording transactions worth over 
Rs 300 crore. 

Repos 

Having abandoned the instrument of repo 
auctions to absorb liquidity dunng December 
1994 when liquidity scenario contracted 
significantly, the RBI once again revived it 
full-fledged in January by announcing a 
calendar of repo auctions. Repos are an 
effective short-term instrument in the hands 
of the RBI forliquidity ab.sorption as it helps 
absorb excess liquidity at a point in time where 
there is an overhang rather than working 
across the board like CRR or even the OPO. 
Arranged in a manner as to be back-to-back, 
the repos .set out in Januaiy were for 3 or 4 
days. The RBI absorbed an average amount 
of Rs 2.500crore in each auction at an average 
cut-off repo rate of 5 per cent (Table 7). 

Other Debt Instruments 

Among the other money market instru¬ 
ments, the tradings of CPs and CDs were 
at subdued level. The secondary market yield 
rates of these two instruments were in 
alignment with those of primary market. The 
secondary market tradi ng in bonds was mostly 
dominated by speculative buying as the 
market opeiators cx|)cctcd a rise in bonds 
prices due to the drying up of liquidity subse¬ 
quent to the state loans, RBI repos and pick¬ 
up in bank credit. Further, the increase in 
demand for tax-free bonds was endangered 
by the low prices in the secondary market. 
For example, while the KRC I999C was 
available at ayield of 12.73 percent, HUDCO 
1999 was available at 17.05 per cent or at 
a pretax yield of 28.42 per cent. Though the 
NSH data do show a significant rise i n second¬ 
ary market transactions in all debt instruments 
such as PSU bonds. CDs and company 
debentures (Table 8), a large part of 
voluminous trading continues to be 
conducted through telephones which are 
hardiv reported in the exchanges. 
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COMMENTARY 


Tamil: ^Dominated by Cinema 
and Politics’ 

Robin Jeffrey 

Spreading across India after the end of the ‘emergency’ in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per~thousand people 
ratio doubled - from 15 daily newspapers per 1,000 people to 32 
per 1,000. 

Regular reading of something called ‘news’ both indicates and causes 
change. Expan.sion of competing newspapers clearly signals the 
vitality and growth of capitalism: newspapers have owners and 
owners must have advertisers. 

The changes of the past 20 years are obvious yet largely unstudied. 
The essays in this series on the press in the major Indian languages 
are part of a larger project to map, analy,se and try to understand the 
transformation of the Indian languages newspaper industry. 


INDIAN LANGUAGES NEWSPAPERS; 5 


THE newspaper industry in Tamil poses 
tantalising questions about the relationship 
between print, literacy, politics and a region’s 
’culture'. Tamil literacy rates have been well 
above all-India averages. Until the 1970$, 
Tamil daily newspapers had a higher dailies- 
per-thousand-people ratio than those of most 
other languages. Most Tamil newspapers 
were - and continue to be - remarkably 
sensational, similar in appearance to the big 
Gujarati dailies. Perhaps most striking of 
all, magazines in Tamil have had remark¬ 
ably high circulations. Tamil readers 
prefer magazines or the raciest dailies; the 
sobriety of the Malayalis in neighbouring 
Kerala, or even the disciplined professiona¬ 
lism of Telugu dailies, seems surprisingly 
absent. 

Why should this be? Let me suggest a 
socio-political explanation. Brahmins 
dominated the elite that cultivated the first 
newspapers in the Tamil region and initially 
led the nationalist movement. But from the 
1920s, an anti-brahmin movement forced 
brahmins out of much of political life and 
most government jobs by the early l9S0s. 
The old elites of Kerala and Bengal, whose 
influence still runs strong in the newspaper 
industriesof those regions, had no equivalent 
in theTamil region. InTamil areas, successful 
newspapers from the 1940s sent roots into 
other layers of society, and to do so had to 
adopt different styles and techniques, which 
may foreshadow future directions of 
newspapers throughout India. 


The largest circulating Tamil daily, Dina 
Thanthi [the Daily Telegraph] (4,12,(X)0 - 
ABC, January-June 1995), exemplified the 
distinctive character of the Tamil newspaper 
industry. Veteran observers of the Tamil 
press were both admiring and patronising 
when they discussed Thanthi. Theadmiration 
stemmed from the way in which Thanthi 
created a new class of newspaper readers, 
long before such a development was 
contemplated in other regions of India.' But 
the tactics that made this possible also 
provoked the ridicule. 

Thanthi was founded in 1942, not in 
Madras, but 400 km south in Madura, by S 
B Adityan, a lawyer trained in Britain who 
had practised in Singapore. During his British 
stay, Adityan had come to admire the English 
tabloid, the Daily Mirror, for its ability to 
reach a mass audience. He aimed to bring 
out a Tamil newspaper that would make 
ordinary people want to read it and thereby 
introduce them to the benefits, as he believed, 
of regular reading. Based in a provincial 
town, TImnthi us^ the public bus system 
to distribute >hc paper throughout the south 
of the Tamil region and capitalised on the 
hunger for war news to build a following. 
(Singapore had just fallen when the paper 
started.) Hitherto, if a Tamil daily reached 
these areas, it had been printed in Madras 
at least 24 hours earlier. Adityan brought a 
fresh paper to Tamil towns each morning - 
something most proprietors elsewhere in 
India began to do only 40 years later. 


Two other aspects make the Tamil story 
different. First, from the 1920s the rhetoric 
of ‘anti-brahminism’ resounded through <> 
Tamil politics. Tamil brahmins - perhaps 3 
per cent of the Tamil population - had been 
notably influential in government, politics, 
education and journalism under British 
rule. Attacks on their apparent dominance 
made good sense in a time of expanding 
electoral politics. The first Tamil daily, 
Swadesamitran, began as a weekly in 
1882 and became the only Tamil daily from 
1899-1917. Owned and edited by brahmins, 
Swadesamitran reflected the concerns and 
language of a sober, established elite.^ In 
1934, Ram Nath Goenka’s Indian Express 
group started Dinamani, which in the 1930s 
.seemed lively and even frivolous (though 
still edited by brahmins);-’ by the 1990s, it 
was by far the most solemn of the Tamil 
dailies (circulation 1,52,(XX); ABC, January- 
June 1995).'* 

Adityan, on the other hand, was a non-' 
brahmin, and indeed a member of the Dravida 
Munnetru Kazhagam (DMK). the party 
founded on anti-brahmin rhetonc that came 
to power in Tamil Nadu in 1967 and whose 
offshoots still ran the state in the 1990... 
Adityan was both a cabinet minister and a 
speaker of the Tamil Nadu assembly before 
his death about 1980.’ Thanthi therefore had 
a political message for its potential audience. 
But those who knew Adityan suggc.st he may 
have been at least as interested in the 
missionary aspect of the newspaper-making 
readers out of newly literate people. Thanthi 
prided itself on its prose: “not the literary 
Tamil of poets [but]...living Tamil... 
colloquial 'Tamil...Dailies...must use living 
Tamil."* Thanthi took the credit for reforming 
Tamil prose and making reading accessible 
to large numbers of people who became the 
political constituency of the DMK. The 
reform of Tamil prose was entwined with 
assertions of Tamil pride. 

Thanthi emphasised local news, especially 
crime and the courts.^ It u.sed piiotographs 
as extensively as the technology of the time 
allowed, and most memorably, it brought the 
big banner headline to Tamil journalism. 
Veterans of the period recall with amused 
dismay that Thanthi could take a broadsheet 
page to tell a single story, mostly in headlines 
that its newly literate readers could dige.st.^ 
A memorable example soon after the paper’s 
founding revolved around the murder of the 
editor of a scandalous film magazine by two 
actors. Covering the Madras trial in detail, 
Thanthi reporters phoned the story to the 
printing centre in Madura so that each day’s 
events in the court circulated throughout the 
southern part of theTamil region in Thanthi‘s 
pages the following morning.’ This 
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memorable coup owed part of its impact to 
the place the film industry occupied inTamil 
culture even in the 1940s.Crime, film stars 
and politics provoked a fascination which 
Adityan understood and from which Thanthi 
^benefited. 

Second, the prominence of film may also 
help to explain the unusual role of Tamil 
magazine press. Until the 1980s and the 
arrival of television. Tamil speakers were the 
greatest magazine readers in India, as Table 
2 shows. From the 1950s to the 1970s, Tamil 
weeklies rivalled Hindi, surpassed English 
and far out-distanced any other Indian 
language. And even in the 1980s. when that 
pre-eminence wancd.Tamil generated widely 
read, scurrilous magazines whose stories 
angered powerful politicians and endangered 
- though perhaps also enriched - fly-by- 
night publishers. 

What is the significance for modci n Tamil 
culture of weekly magazines? An analysis 
must consider literacy, the film industry, 
social conllict and competitive politics. In 
(the 1960s,literacy inTamil Nadufthencalled 
Madra.s) was 31 per cent of the total 
(Hipulation. comparable to Maharashtra and 
Gujarat but well below Kerala (47 per cent) 
and well above the Hindi states (about 20 
per cent). But weekly magtizines in Tamil 
.sold as many copies as those in English, 
nearly as many those in Hindi and close to 
three times the number in Gujarat' or 
Malayalum, the next closest languages. 

Literacy alone tells us very little, for 
Gujarati and Tamil were roughly the same, 
while Malayalam had a fai larger proportion 
of literates. The Tamil region differed from 
the others, however, in the vigorous reach 
of Its film industry, and people’s fascination 
with film helps to account tor the popularity 
of weekly magazines. One medium seems 
to lead to another. From the 1930s, only 
Hindi films exceeded Tamil in production. 
Betore independence in 1947, India produced 
more than 2,700 feature films with 
soundtracks, of which 63 per cent were in 
Hindi/Urdu. Tamil v us second with 14 per 
cent." 

Moreover, theTamii film industry became 
entwined with 1'amil politics, particularly a 
contest over ‘genuine’ Tamil identity. This 
struggle could take various forms - anti- 
Hindu, anti-brahmin or anti-Hindi/north 
India. The .stalwarts of the TMK, founded 
in 1949, came from various branches of the 
film industry, and in the 19S0s, they produced 
popular films which not only made money 
but promoted their views about the needs and 
disabilities of Tamils.' ^ From the first general 
elections of 1951-52, the dominance of the 
Congress Party was challenged, and Tamil 
Nadu experienced a style of competitive 
politics rare elsewhere. In I967, the DMK 
came to power, and the Congress Party never 
again won a state election. 


In Tamil Nadu, popular film appears to 
have blazed a trail for weekly print. From 
the I94()s, potential publishers found an 
audience more sensitised to media than in 
most areasof India. A portionof that audience 
was also attuned to political and social 
conflicts that touched them closely - the 
conflicts brought on from the 1920s by the 
‘non-brahmin’ and ‘self-re.spcct' movements. 
Weekly magazines emerged as the most 
effective means of satisfying urges for 
information and stimulation among people 
increasingly exposed to films and politics. 
’The weekly magazine was cheaper than a 
daily newspaper; it had a life of at least seven 
days so di.stribution was less urgent; and its 
format of fiction, and a little fact, matched 
the story-lines of films and was simpler and 
less expensive to produce than the news of 
a daily newspaper. 

The magazines. KimuJam and Kalkandu, 
both from the same publisher, illustrate the 
trajectory of Tamil magazines. Founded in 
1947, Kmnudam was a cheap magazine of 
stories. It quickly became the largest selling 
magazine in India, a position it held from 
the 1950s until passed by Manorama Weekly 
in Malayalam in I98l.'^ The two publica¬ 
tions exchanged the lead until 1988 when 
Manoraina Weekly surged ahead.' ■* By 1995, 
Kumudam and its news-and-features 
stabicmatc, Kalkaidu, had fallen off the books 
of the Audit Bureau Circulations.'^ In I993, 
the last time their circulation figures were 
published, Kumudwn had fallen to 3,89.000 
and Kalkandu to 1,26.000. Audited 
circulation of Tamil weeklies, which 
exceeded 1.7 million in the mid-1980s, had 
fallen to just over a million 10 years latei. 

The spread of television did not totally 
destroy a Tamil taste for weekly reading. 
Relatively staid, established publications like 


Kumudam sutTered;but fly-by-night weeklies 
achieved wide notoriety. The latter provided 
a different genre - the scandals of public 
figures, the wrong-doing ot politicians and 
the ineptitude of bureaucrats. 'Hie .short stones 
and novels on which Kumudam had thrived 
appear to have been supplanted by television 
or video. If one wanted fiction, why not 
watch it rather than read it? 

Surveying the weeklies in 1992, a Tamil 
journalist noted a new kind of flourishing 
weekly, exemplified by Tharasu (the scales) 
founded about 1982, and two succe.ssful 
imitators, Nakkeeran (1988), significantly 
named after a Tamil hero said to ha ve outrag«l 
the deity Shiva, and Kshairiyan [the warrior] 
(1991). Tharasu was thought to have a 
circulation of 2,(X),000. The proprietor and 
editor attributed its popularity to growing 
rural literacy which “has contnbuted to a 
thirst for information in the distnet towns 
and villages which magazines of our ilk try 
to cater to’’.'* Success followed a familiar 
formula. The new weeklies, according to 
another editor, focused on 

...local problems at the village-level, at the 
constituency-level, where problems are 
created or left unsolved by the politician or 
the bureaucrat... 

...People soon start identifying themselves 
and their problems with us, and we neces.sarily 
write about them. That way we fill a major 
gap, render a social service which dues not 
fall within the normal functioning of a 
newspaper, and which our so-called 
responsibility and credibility-oriented 
magazines and newspapers would nut dream 
of undertaking; also because it does not 
involve their target readership.'^ 

Criticism ot the new weeklies was also 
familiar - that they were vulgar, sensational 
and catered to the semi-educaicd. Cho 


Tabll !■ Population in Tamil Naimi and Daily Nliyspapprs in Tamil, 1961-91 



1961 

1971 

1981 

1991 

Population (r.iilltons) 

33.7 

41.2 

48 3 

55,9 

No literate (millions) 

10.6 

16.2 

22 1 

30.4 

Literacy (per cen^of total population) 

31 

39 

46 

54 

Urbanisation (per cent) 

27 

30 

33 

34 

Tamil daily circulations COOO) 

648 

9')« 

9.S6 

i.roo 

Tamil dailies per '000 people in Tamil Nadu 

19 

22 

20 

22 

Notes: The literacy figures ore based on total population numbers used in the Press and Advertisers 

Year Book for the relevant years Tamil daily circulation.s 

arc those of the Registrar for 

Newspapers of India (RNI), which fluctua . 

; considerably 



Table 2’ CiRfui.ATiON of Wf,f.rlifs in Tamil, 

English, Hindi and tik Next Highest 


Lanouac.l, 1961-92 



Language (’000) 

1961 

1971 

1981 

1992 

Tamil 

l.lUO 

l.4(X) 

2,100 

1,100 

English 

l,l(X) 

l,2(X) 

1.9(X) 

2,100 

Hindi 

l,3{X) 

l,6(K) 

4,700 

7.900 

Next highest; 





Gujarati 

400 




Malayalam 

400 

800 

1,500 

2,500 


Sources: Plf for relevant years 
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Raniaswamy, editor of the famed Tamil 
satirical magazine. Tughlak (founded in 
1970), contended that the interest of the new 
weeklies was 'only sensationalism'; friendlier 
critics suggested that “the rural reader has 
not as yet completely got out of the 30-year 
habit of reading fiction”.'* 

The new weeklies did not carry 
advertisements. They made their money off 
their purchase price and, critics pointed out, 
whatever came their way from people 
interested in seeing a .story published or 
suppressed. The purchase pnce of a magazine 
like Nakkeeran was Rs 2.50 in the early 
1990s -expensive by Kerala .standards where 
Manorama Weekly sold for Rs 1.80. 

The world of the new Tamil weekly was 
as perilous as anything John Wilkes 
experienced in 18th century London. Tharasu 
had two members of .staff killed by a crowd 
that broke up its office; the editor carried a 
gun and kept a bodyguard. The printer of 
Nakkeeran died after being released from 
police interrogation in 1992. The publisher 
and editor were said to “routinely go 
underground every Friday evening" because 
they feared arrest and getting hail was difficult 
on weekends.'’The AIADMK. government 
of Jayalalitha, who became chief minister in 
1991. encouraged grovel ling obsequiousness 
- Diostration at the chief minister’s feet was 
a form of greeting - and was ill-disposed 
towards questioning of any kind, much lc.ss 
the derisive style of the new weeklies. 
Nakkeeran in (October 1991, for example, 
put the chief minister on the cover - in Nazi 
storm-trooper uniform with a Hitler 
moustache cheekily inserted with a grease 
pencil.^^ Such techniques, and the police 
raids that went with them, were said to 
promote circulation. Thara.tu, as we have 
.seen, claimed 2,(X),()00 a week; Nakkeeran, 
1,50,000.^' 

A further ingredient must be added to 
any attempt to understand the Tamil press: 
the success of the Tamil edition, .started 
in 1990, of the fortnightly India Today. 
The Tamil edition has enjoyed the second 
largest circulation among the Indian 
languages editions of India Today?-^ The 
editor responsible believed that Tamil 
readers 

... were thirsting for something more 
substantial, and India Today came at the right 
time...There was no magazine which hod a 
comprehensive input of national news, and 
production wise it was far superior... to other 
magazines.^^ 

Circulation started at 1,23,000, reached 
2,00,000 and fell back to l,30,(X)0 after a 
price rise. 

The appeal of Tamil India Today lay in 
its contrast with other Tamil publications - 
a serious news magazine produced at the 
highest standard, including colour 
photographs. There was nothing like it. 


Though a novelist in Tamil, Vasanthi, the 
editor of Tamil India Today, had lived most 
of her life in north India. This gave her a 
notably detached diagnosis of Tamil 
readership and its connection with politics 
and social conflict. 

[In] those days [30 or 60 years ago] the 
readership (of magazines] was limited to the 
brahmin community, ...that was the most 
literate community and these two magazines 
[Ananda Vikatan, 1928 and Kalki, 1941] 
catered to that particular community ... The 
reason for so many magazines to come up 
was actually indirectly and directly connected 
to this Dravidian movement. This move¬ 
ment...gave rise also lo increase in literacy, 
so the backward communities all came up 
and a new kind of readership emerged... 

It was not sufficient to have just a few 
magazines run by brahmin editors catering 
to a brahmin readership, so a lot of magazines 
came up, started by non-Brahmins and also 
political panies...From the late '60s to this 
day every month you will see some magazine 
or the other coming up. It has become a rat 
race, but the quality is very poor. Yellow 
journalism, pure yellow journalism and 
nothing else., .all catering to the lower middle 
class, all gossip-mongering... 

Now I find each [film] actor bringing out a 
magazine of his own...like the politicians. 
The whole atmosphere is conditioned by the 
political atmosphere...[which] permcatc.s all 
sections of s(x:iety here. Actors also behave 
like politicians, and writers behave like 
politicians. 

In short, the social conflicts which charged 
Tamil politics from the I92()s had their 
expressions in media, and the most powerful 
medium from the 1930s, and one in which 
non-brahmin Tamil zealots prospered, was 
film. Thcfilm industry powerfully influenced 
popular publishing. Like a modern alchemist, 
Tamil publishers aimed to turn celluloid into 
paper. 

The contrast with Gujarati publishing is 
worth pondering. Popular dailies in Ixith 
Tamil and Gujarati scream with banner 
headlines and lurid photos. In both, 
production standards are relatively poor. But 
Tamil Nadu is characterised by long-standing 
social conflict, wide and passionate interest 
in a unique variety of politics and the existence 
since the 1930s of a virtual two-party system. 
And entwined with these .social and political 
processes is the pervasive film industry, in 
Gujarat, noncof these characteristics prevails. 
In Gujarat, it seems, people have other 
concerns, which may require a daily 
newspaper but find weekly fiction much less 
necessary. Can it be an accident that close 
to eight times more Tamil than Gujarati 
feature films were produced between 1947 
and 19937^’Tamil Nadu,concluded Vasanthi 
of Tamil India Today, is “dominated by 
cinema and politics”. Its press mirrors the 
results. 
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P V Sukhatme: A ^Social’ Statistician 

A P Gore 

P V Sukhatme, who died in Pune last month, endeavoured all his life 
to put statistics in the service of society. He used his statistical tools 
to collect and analyse information on relevant issues incisively, 
without fear or favour. He often found himself in the middle of 
controversies, but was undeterred. 


PANDURANG VASUDEO SUKHATME 
died peacefully at his home at Pune on 
January 28. With his passing away, the curtain 
has come down on a career of international 
distinction in statistics, agriculture and 
nutrition that spanned six decades. 

P V Sukhatme (PVS) was bom in Budhgaon 
in Sangli district of Maharashtra on July 27, 
1911. FIc matriculated in 1928 from Bhave 
High School and graduated in mathematics 
in 1932 from Fergusson College, both in 
Pune, In 1936 he received PhD and in 1939 
DSc in statistics from the University of 
London. He studied with three all-time great 
figures in statistics, namely, Egon S Pearson, 
Jci7.y Neym.'in and R A Fisher. From 1940 
to 1951 he was first statistician and later 
statistical advisor to the Imperial (later Indian) 
Council of Agricultural Research (ICAR). 
From 1952 to 1970 he was Head, statistics 
division, FAO at Rome. After retirement 
from FAO and a one-year stint as Regents’ 
professor at the University of California, 
Berkeley, he returned to Pune and remained 
there till the end. During this time he founded 
the department of biometry and nutrition at 
the Maharashtra Association for Cultivation 
of Science (MACS) and carried out his 
research on nutrition and allied topics. 

After completing his studies in London, 
PVS went to sec Pandit Madan Mohan 
Malaviya ,it the Benaras Hindu University 
regarding a job. This he did on the advice 
of V V Naralikar (father of the famous 
astrophysicist J V Naralikar). Pandit 
Malaviya promised to start a new statistics 
department if he could be convinced of the 
potential usefulness of statistics in nation 
building. This comment made a deep 
impression on PVS and he endeavoured all 
his life to put statistics in the service of 
society. He used his statistical tools to collect 
and analyse information on relevant is.sucs 
incisively, .without fear or favour. He often 
found himself in the middle of controversies 
but was undeterred. 

The very firstassignment of PVS in ICAR 
was scrutiny of a breeding project to increase 
milk yield of goats. His analysis of 10 years' 
efforts revealed that the observed increase 
in yield was not due to any genetic improve¬ 
ment but culling of animals. No further 
argument was ever needed for justification 
of the role of statistics in ICAR. However, 


this scrutinising was not extended to other 
projects for fear of non-cooperation from 
concerned scientitits. Partly because of this 
PVS turned his attention to training technical 
staff. He wrote two text books, one on 
statistical methods and another on sample 
surveys. These have run into multiple 
editions, were translated into Spanish and 
French and became required reading in many 
countries. 

Intheearly 1950s the Central Rice Research 
Institute, Cuttack, was engaged in screening 
and evaluating Indo-J apanica crosses of rice. 
Abraham, the institute statistician had 
identified one variety (among others) with 
high potential. This was rejected by the 
director for being too short and having too 
many tillers per plant. PVS urged him to 
include it in further evaluation but that was 
not done. PVS then advised Abraham to dry 
Its seed and save the seed in bags scaled in 
the presence of three officers, for future 
reference. Ten years later, when a high yiel¬ 
ding dwarf variety of rice was imported from 
the International Rice Research lastitute, 
Philippines, the sealed bags of Abraham 
were opened and were found to contain the 
same variety. PVS’s reaction to this was 
sadness over a missed opportunity. “A Green 
Revolution would have been ushered in the 
country at least 10 years earlier", he wrote. 
Failure to use for decision-making data 
collected and analysed at great expense is, 
unfortunately, a recurrent theme in India 
even today. 

A major thrust developed by PVS in ICAR 
was implementation and popularisation of 
random sampling techniques for estimation 
of crop areas and yields, 'hte Bengal famine 
and associated loss of about a million lives 
had focused the government’s attention on 
the lack of good estimates of food production. 
This led to a directive to the ICAR to launch 
yield estimation surveys. PVS developed 
many methodological innovations in the 
necessary sampling theory, including 
optimum stratification, allocation of sampling 
units to strata taking into consideration cost 
and precision, suitable plot size for crop- 
cutting, etc. A massive training programme 
in crop-cutting experiments was undertaken 
for field staff. Then there was the question 
of risks associated with the use of available 
infrastructure. PVS was able to demonstrate 


that notwithstanding apprehensions in many 
quarters, the crop area statistics collected by 
patwaris were serviceable and, with some 
extra supervision, could be used to generate 
area estimates with acceptable level of bias. 
He also showed that it was risky to use small 
plots marked by a portable frame as proposed 
by P C Mahalanobis. Instead large plots 
(one-eightieth of an acre) already in practice 
and hence familiar to field staff appeared 
to be free of bias. No wonder there arose a 
clear confrontation with Mahalanobis who 
wielded much clout as a trusted advisor of 
Pandit Nehru. The job of conducting actual 
surveys was taken away from ICAR. 
Further, the plans to develop a separate 
Institute of Research in Agricultural Stati- 
.stics also seemed to be in jeopardy. The 
minister for agriculture, K M Munshi, then 
advised PVS to accept the offer of a UN 
atisignment and V G Panse was appointed 
in his place. 

Panse. a plant breeder, was a close friend 
and confidant of PVS. In fact sample survey 
techniques adopted by ICAR under PVS 
were partly inspired by Panse’s crop surveys 
on a smaller scale in Akoia district of present 
Maharashtra. PVS and Panse also developed 
together sampling strategies for estimation 
of marine fish catch, which were later adopted 
by other countries as well. 

Eventually^ the Indian Agricultural 
Statistics Research Institute was established 
and soon flourished. It celebrated its jubilee 
last year. Considerable amount of research 
in sample surveys, design of experiments 
and statistical genetics was carried out here. 
It also trained a whole phalanx of scientists 
in agricultural statistics who distinguished 
themselves all over the world. PVS played 
a very crucial role in the promotion of this 
centre of excellence throughout. 

At the FAO PVS got a platform to extend 
his initiatives in agricultural stati.stics to the 
whole world. He organised training pro¬ 
grammes, sample surveys and other acti¬ 
vities on a vast scale. TTten came the next 
controversy. 

The first director general of FAO was the 
Nobel Laureate Lord Boyd Orr. He condu cted 
a world food survey and estimated that in 
countries covering two-thirds of the world’s 
population, average caloric consumption per 
person was 20 per cent below the requirement. 
Hence he concluded that two-thirds of the 
world suffered from hunger. This was 
ciiticiscd as ‘the most incorrect statement in 
human history’. It was therefore only natural 
for the director, statistics division, FAO to 
attempt an evaluation of the incidence of 
undemutrition. Some methodological in¬ 
novation had to be hammered out. Using 
these PVS arrived at the estimate of under¬ 
nourished people as 20 per cent, a far cry 
from saying that two-thirds of the world was 
hungry and starving. 
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This evaluation was unacceptable to the 
FAO top brass. Fortunately, instead of 
throwing their weight around, os happened 
in India, they asked PVS to defend his 
conclusions before a joint meeting of the 
Royal Statistical Society and Nutrition 
Society of Great Britain. This presentation 
was awarded the Guy Medal of the Royal 
Statistical Society, named after its president 
in the previous century. Sir William Augustus 
Guy. It was the first award of the Medal ever 
to an Indian scientist. 

In matters of .statistical research PVS's 
role models were R A Fisher who became 
a practising geneticist and ecologist while 
applying statistics and J B S Haldane who 
even experimented on himself. So PVS 
always participated actively in the research 
on the subject matter to which statistics was 
to he applied. He used to say that to study 
statistical genetics well one must grow fruit 
flics in milk bottles. In the field of nutrition, 
he could do this during his appointment as 
Regent’s professor at the University of 
California in 1969-70. Here in collaboration 
with Sheldon Margen he worked on nitrogen 
balance experiments and formulated what is 
now known as the Sukhatme-Margen 
hypothesis. This hypothesis proposed that at 
low levels of intake, energy is u.scd with 
greater metabolic efficiency which declines 
as intake levels rise. 

Empirical evidence suggests that 
correlation between energy intake and work 
output is negligible within a broad range of 
intake levels. Similarly, mild to moderate 
level of undernutrition in children does not 
seem to cause any enhanced morbidity/ 
mortality compared to children fed normally. 
There is also some evidence in microbes that 
a set of genes can be switched on when intake 
levels arc low to ensure more economic use 
of available re.source. in view of all thi.s, the 
notion of individuals with intake below a 
specified level being undernourished begins 
to lose credibility. 

Back in India after retirement, PVS wrote 
widely to attack the prevalent notion of protein 
gap. it was argued by some experts that 
Indian diet was protein deficient and was 
causing impairment. A remedy suggested 
was fortifying food with extra doses of protein 
(e g, lysine fortified bread). This would have 
meant purchaseof manufactured amino acids, 
etc. Instead, PVS convincingly argued that 
traditional Indian diet was well balanced and 
provided adequate protein to anyone who 
could cat a full meal. The problem is that 
a poor person docs not get enough of even 
this simple meal. In such circumstances, 
the protein consumed is broken down by 
the body and used as a source of energy. A 
diet should be called protein deficient if it 
fails to supply adequate protein even when 
it is eaten to satiation. Such is not the ca.se 
with, say, 'dal-roti'. Thus, the problem of 


undemutrition was the problem of poverty. 
Its solution lay in providing gainful employ¬ 
ment. This view received wide publicity 
and acceptance. 

The related issue of measurement of 
calorie requirement brought PVS in direct 
confrontation with V M Dandekar. The 
contentious point was the poverty line. Its 
calculation depended on the definition of 
fix)d ‘requirement’. PVS would not accept 
a poverty line based on average caloric 
requirement. He argued that requirement 
changed from person to person and even for 
the same person it varied from day-to-day, 
the so-called intra-individual variation. The 
arguments went on in EPW and other 
journals. There was even a public debate 
organised between PVS and Dandekar with 
A R Kamat as moderator. 

The dispute, however, did not lead to 
acrimony or antagonism. In fact Dandekar 
later suggested that PVS could use office 
space in Arthabtxlh, premises of the School 
of Political Economy founded by him. 

Poverty calculus has proved to be a 
vexatious issue and even today we have an 
expert group appointed by the Planning 
Cummi.ssion which contemplates revision of 
the accepted methodology. 

PVS regarded supplementary feeding 
programmes for children virtually useless. 
He argued that even with normal diet, Indian 
children do not achieve gains in weight and 
height anywhere near the Harvard Standard. 
During ages I to 4 years, children of low 
castes gain I kg in weight while children 
from high castes gain 3 kg (as opposed to 
the Harvard Standard of 6 kg). This, he 
argued, was mainly becauseof lack of hygiene 
and consequent morbidity. His pet statement 
was that safe drinking water is the most 
important nutrient. This was the motivation 
behind his launching research programmes 
for village development. 

Occasionally PVS got involved in con¬ 
troversies not of his own making. 

About 20 years ago the Bhabha Atomic 
Research Centre (BARC), Mumbai, had 
proposed use of gamma rays to irradiate 
stored wheat for minimising storage los.ses. 
National Institute of Nutrition (NIN), 
Hyderabad, had raised objection arguing that 
consumption of irradiated wheat could cause 
cell abnormalities. Their fear was based on 
experiments on rats fed on irradiated wheat. 
These rats were found to have developed 
some celii with ‘polyploidy’ (i e, too many 
copies of chromosomes). TTie experimental 
methodology of NIN was challenged by 
BARC. The fuzzy part here is that even 
normal rats have a small proportion of 
polyploid cells and a diet of irradiated wheat 
can, if at all, cause only small increment in 
this small proportion. Thus, the signal is 
weak and potential noise strong, creating a 
situation suitable for controversy. A two- 


person committee including PVS was i 
appointed to look into this issue. The ' 
committee came up with the opinion that 
NIN had a fair justification to support its 
claim. 

PVS always took keen interest in th^ 
development of statistics education in India. 

It was the initiative of PVS which led to 
the establishment of a department of statistics 
in the then University of Bombay and of a 
school of health sciences in University of 
Pune. There is one thing however in which 
PVS did not succeed. His philosophy that 
training and research on statistics must go 
hand in hand with application of statistics 
to problems of current intere.st was by and 
large ignored by academic statisticians in 
India. Even courses which use the textbook 
on .sample surveys written by PVS do not 
require any genuine practice by students 
The idea that a statistician should acquire 
reasonable familiarity with the subject to 
which his skills are to be applied is also 
ignored. The effect ot this is there for all to 
see. Armchair stati.sticians in India finik 
themselves marginalised and without any 
say in the affairs of society. 

As is only to be expected of a person ol 
such high stature, many awards and fellow¬ 
ships came to PV,S naturally The.sc include 
Padma Bhushan from government ol India, 
Fellowships of the Indian National Science 
Academy and American Statistical Associa¬ 
tion and Presidentship of the International 
Association of Survey Statisticians. 

As a person PVS was a gentle soul. He 
dres.scd simply, had no airs about him and 
was friendly as well as generous towards all 
He donated money to construct a building 
for the department of biometry and nutrition 
and gave away a plot of land very readily 
to build quarters fur the faculty of MACS 
He also donated liberally to varioui: scientifi<^ | 
societies in India and many educational 
institutions and social service organisation.s 
in Pune. If there was a need we could always 
borrow his personal car for field work. For 
him literally work was worship. He had 
attended office the day before his death and 
on the last day he was taking his customary 
rest after breakfast prior to leaving for work 
when he breathed his last. 
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In Defence of Human Rights 

Biren Roy 

The fact that certain human rights are enshrined in a formal 
document does not mean that the battle for a society free from all 
kinds of exploitation has been won. 


ON December 10, 'Human Rights Day’ is 
observed internationally in accordance with 
the decision of the United Nations General 
Assembly held in 19S0. It is well known that 
the General Assembly of UN in its meeting 
held in Paris on December 10, 1948 adop¬ 
ted a charter of “Universal Declaration of 
Human Rights” which contains 30 articles. 
The charter contains many important arti¬ 
cles which may have some moral value but 
are nut justiciable. 

Later on in 1966 two international cove¬ 
nants on economic, social and cultural rights 
and international covenants on civil and 
political rights and optional protocol to the 
latter covenant were adopted unanimously 
by the United Nations General Assembly on 
December 16. Though they arc based on 
Universal Declaration of Human Rights, they 
arc not identical. The first covenant came 
into force on January 3, 1976 and later on 
March 23,1976. By June 30.1989,92 states 
had ratified the covenants on economic. social 
and cultural rights and 87 states had ratified 
the covenants on civil and political rights. 
India is one of the states ratifying these cove¬ 
nants which are legally binding on the states. 

The covenants deal with such rights as 
freedom of movement, equality before law, 
freedom of as.sociation and expression, 
presumption of inn(x;ence before trial. They 
ensure freedom of religion and conscience. 
They prohibit arbitrary deprivation of life, 
torture, cruel treatment or punishment. They 
prohibit arbitrary arrest or detention forced 
labour or slavery, etc. 

The UN established an 18-member Human 
Rights Committee which considers reports 
submitted by the state parties on measures 
taken to implement the provisions and also 
deals with the complaints submitted by 
different states. Besiks these, many other 
resolutions were adopted by UN General 
As.sembly for protecting different human 
rights. As for example, it raJopted in 1963 
a declaration on the elimination of all forms 
of racial discrimination; in 1959on the rights 
of women and children. A declaration on the 
right of self-determination was also adopted. 
The committee on human rights and sub¬ 
committees formed by it deal with complaints 
regarding violation of those rights in public 
session. 

In our Constitution some fundamental 
rights, such as. freedom of expression and 
association, freedom of religion, etc, were 


embodied. Violation of such rights are 
justiciable; at the same time certain rights 
are embodied in the State Principle of 
Directive Policy which are not justiciable. 
Rights to work or shelter are not fundamental 
rights but are embodied in the State Principle 
of Directive Policy. 

In 1988, the international community 
commemorated the 48th anniversary of 
Universal Declaration of Human Rights A 
document has been adopted which ensures 
civil, political, economic and cultural rights. 
'This document is characterised by some as 
‘Magna CartaofHumanRights’.Thus human 
rights cover a wide variety of rights. Some¬ 
times human rights, civil rights and citizen 
rights are popularly used to convey the same 
meaning. Though therearesimilariticsamong 
all those rights, human rights have a wider 
connotation. 

Human rights are tho.se minimal rights 
which every individual must possess against 
the state or other public authority by virtue 
of his being a member of a human family, 
irrespective of any other consideration. 
Natural rights are superior to man-made laws. 

Despite all declarations and resolutions in 
international plane, human rights arc violated 
in different countries all over the world. The 
degree of violation may differ from one 
country to another but in almost all countries 
of the world irrespective of the political 
system obtaining there, these countries arc 
guilty of violation of human rights. The US 
which is very vocal about human rights, 
resorted to barbaric bombing against Iraq. 
It treats tlie blacks in its own country as 
second class citizens, it discriminates between 
American and non-American workers; so it 
is guilty of human rights violation. Even in 
erstwhile Soviet Union and China which 
claimed and claim to be socialist countries, 
there was violation of human rights. In 
countries like Indonesia, Angola and Bosnia, 
to name only a few, the violation of human 
rights has reached high degrees. 

In our country human rights are violated 
frequently indifferent states. In West Bengal, 
where a Left Front government led by the 
CPI(M) is in power for almost 20 years, there 
arc enough instances of violation of human 
rights, especially custodial death. 

Besides diffeient UN organs, there are 
many organisations which work on inter¬ 
national plane on the question of defence of 
human rights. Amnesty International is the 


best known organisation. It takes up com¬ 
plaints lodged before it and tries to mobilise 
world opinion against such violation of 
human rights. There arc other organisations 
like Asia Watch, etc. Many NGOs in different 
countries have engaged themselves on the 
question of human rights. They sometimes 
oiganise international conferences on these 
questions. 

In India also, different organisations work 
in different states. There are organisations 
tike People’s Union for Civil Liberties 
(PUCL) which claims to be an all India 
organisation but all its branches in different 
states are not so active and exi.st only in 
name, though many prominent juri.sts like 
justice V M Tarkunde, Rajinder Sachha are 
connected with it. 'There is Andhra Prade.sh 
Civil Liberties Committee (APCLC). 'There 
is the People’s Union for Democratic Rights 
(PUDR) based in Delhi, the Committee for 
Protection of Democratic Rights (CPDR) in 
Bombay and many others in different states. 
'Then there is Association for the Protection 
of Democratic Rights (APDR) based in West' 
Bengal. 

It is to be noted that outlook of all these 
organisations regarding human rights is not 
same. Some years ago when I met the 
president of PUCL, he told me that no person 
belonging to any political party should be 
a member of PUCL, while APDR’s consti¬ 
tution provides that any person believing in 
human rights can be a member of the APDR 
irrespective of any political ideology one 
may possess. 'The method of work of all 
those organisations is also different. 

'The human rights groups mainly limit 
their activities to representation before the 
government and organise fact finding 
missions and take up publications, but the 
APDR functions like a mass organisation. 
It enrols primary membership, seisupbranch 
committees, organises annual conferences 
and agitations through meetings and 
demonstrations, etc, besides organising fact¬ 
finding missions and publications. 

’Tliough ail groups are unanimous about 
protesting against state violence, there is 
difference among them, whether senseless 
violence against innocent people by the so- 
called ‘ierrori.sts’ should be condemned or 
not. There is also a difference of opinion 
whether communal violence should be 
condemned. During communal violence, 
police action to stop such violence is oRen 
criticKsed by human rights groups. It is true 
that victims of any such police action are 
always innocent people, but the aboveattitude 
demonstrated by a section of human rights 
activists creates confusion in the minds of 
common people. 'There is also debate whether 
human nghts groups should work with NGOs 
who receive foreign funds. 'The APDR does 
not take any foreign funds for its activities 
but many human rights groups in our 
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neighbouring countries like Bangladesh, 
Nepal are funded by international agencres. 
At a conference in Siliguri in 1994 I wax 
suqiriscdtoscethat Bangladesh human rights 
activists arc given a degree on human rights 
like an academic degree by Geneva-based 
human rights organisation. When I talked 
with Nepal delegates, i found that they work 
mainly among police personnel in order to 
reform them. 

Now the question arises - who violates 
human rights. Few governments have a 
genuine regard for human rights becau.se it 
is mistakenly believed that suppression of 
liberty is the measure of a good government; 
so the government uses the repressive 
apparatus tif the state - police, paramilitary 
forces, etc, to suppress the genuine struggle 
of the working masses. There are inherent 
contlicts of interest in all .societies and there 
arc inescapable tensions between the point 
of view of those who govern and those that 
are governed. The hatilc for human rights 
cannot be easily won, so vast and varied is 
their ambit and .so sharp is the cleavage of 
interest between those who claim them and 
tho.se who regard theirexistcnce and assertion 
with suspicion. 

The battle for human rights is a class apart 
and this battle cannot be easily won because 
it is not for the recognition or vindication 
of a static conglomeration of demands that 
can be encompassed in a strait-jacket. The 
horizon of human rights is ever widening. 
In the present socio-economic condition, 
there cannot be any foolproof guarantee 
against the violation of the human rights. 

Before independence the battle for civil 
liberties wasjoined by Rabindranath Tagore, 
iawaharlal Nehru and other prominent 
individuals. Even when the Communist Party 
was banned in 1948 and there were heroic 
struggles in Telengana and Kakdwip, many 
prominent individuals protested against the 
severe repression resorted to by our own 
independent government, though they did 
not subscribe to the policy of the Communist 
Party. Similar was the case of the so-called 
naxalite prisoners. Many intellectuals and 
artists joined the movement for their release, 
though they might not have been in agreement 
with the ideology of ‘naxalites’. But as days 
went by, the traditional left parties including 
the two Communist Parties paid scant regard 
to the battle of civil liberties or human rights. 
They were not only apathetic but even hostile 
to such battles carried on by different 
organisations ail over India. The common 
masses are generally unaware of their own 
rights; human rights organisations have so 
far failed to arouse eonsciousness among the 
working mas.ses about the importance of 
human rights 

It should be noted that the individual 
violence ol recent times has accounted for 
not more than a lew hundred victims. In 


contrastthe slates that havechosen to murder 
their own citizens can usually count their 
victims by thou.sands. The UN workinggroup 
on enforced or involuntary disappearances 
pointed out that ‘the Working Group’s 
experience over the past 10 years has 
confirmed the age-old adage that impunity 
breeds contempt for the law. Perpetrators of 
human rights violations ~ whether civilian 
or military will become all the more brazen, 
when they arc not held to account before a 
court of law’. This is true for our country 
also. The repressive apparatus of the state 
has been seldom made accountable for 
perpetration of crime against humanity. 
Seldom have they been punished for gross 
violation of human rights such as custodial 
rape or death. Every individual has a right 
to human rights protection; even a convict 
has a right to human dignity. A convict or 
an under-trial pri.soner cannot be kept in 
solitary confinement. They cannot be put in 
fette: s or handcuffed. But these arc frequently 
done in our country becau.se the guardians 
of law arc not accountable before the law. 
Even the constitutionality of the death penalty 
has been questioned. There arc many rights 
which citizens can enjoy but they are ignorant 
about their rights. The so-called guardians 
of law violate human rights with impunity. 

In our country, a National Human Rights 
Commission has been .set up by the Human 
Rights Protection Act, 1993 State commis¬ 
sions have al.so been .set up in many .states. 
The NHRC has practically no power. The .state 
commission in West Bengal is not very active. 


The NHRC has so far failed to take any 

remedialmeasuresagainstviolationofhurmm 

rights - not to speak of preventing it. The 
government and the parliament recogni.scd 
the violation of human rights both by the 
‘terrorists’ and the government agencies.^ 
The irony of the matter is that they enacted 
two law.s; (1) Tlie Terrorist and Disruptive 
Activities Act and the other and (2) for the 
Protection of Human Rights. The former 
gives enough power to punish the ‘terrorists’ 
but the latter merely enables the statutory 
body to report on the crimes committed by 
the states. Such discriminatory behaviour by 
the states for similar crimes shows the utter 
lack of interest of the states to protect the 
human rights of the people of the country. 

The battle for the defence of human rights 
has to be carried on with determination and 
patience and with a spirit of self-sacrifice. 
There is no romanticism in carrying on this 
battle. One has to remember that human 
rights arc elementary rights which do not 
depend for their assertion on whether they 
are codified or defined in a formal document, i 
The limited relevance of the fact that certaifi 
human rights are enshrined in a formal 
document, arc to be understood not as ex¬ 
hausting the whole universe of human rights 
but i I lustrati VC of the area and situation where 
their application can be extended. So die 
battle for defence of human rights will go 
on inside and/or outside the court until a 
society can be created truly free from all 
kinds of exploitations - political, economic 
and social. 
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KERALA 

Restructuring Welfare Programmes 

^emerging TVends 

S Irudaya Rajan 
U S Mishra 

While Kerala's achievements in terms of social indices of development 
has been much discussed, there is now a growing awareness that 
welfare policies especially with regard to health and family planning 
need to he redesigned taking account of the emerging demographic 
pattern in the state. 


SINCE Kerala may have attained below 
replacement level fertility, what is the role 
of the family planning programme in the 
state in the near future? Docs Kerala need 
an antenatal fertility policy? Since the 
scheduled tribes and castes of Kerala are 
reported to be having a total fertility level 
^ of 1.29 and 1.37 per woman, respectively, 
what are the implications for the.se minority 
gioups? Arc the planners aware of the state’s 
ever-growing older population? What are 
the policies and programmes in Kerala for 
the protection ol' tins insecure vulnerable 
group of older persons? At this juncture, the 
state needs revised policy measures for 
accommodating its rapidly changing 
population structure. 

Though Kerala ranks first among the states 
in India in terms ot literacy and educational 
attainment, it aooimds in ‘unrcscarchcd’ 
problems - the ever incrCcising incidence of 
abortions, child piostitutcs, HIV positive 
cases, suicides, accidents, etc. These and 
other issues rai.sed at the National Confer¬ 
ence on Family Health Survey organised 
> hy the Population Research Centre, Kerala 
and International Institute for Population 
Sciences, Muinhai. (with financial support 
from USAID) at Thiruvananthapuram. 

The major objective of the .seminar wa-s 
to disseminate the broad findings and 
conclu.sions of the National Family Health 
Survey (NFHS) carried out in Kerala during 
1992-93 under the auspices of variety of 
organisations in India and abroad: the ministry 
of health and ftimily welfare. New Delhi; 
the International Institute for Population 
Sciences, Mumbai; East West Centre, Hawaii, 
and Macro International from the US; the 
Centre for' Development Research and 
Training, Madras and finally, the Population 
Ke.search Centre. University of Kerala. ITic 
final report was prepared by the group of 
experts: P S Nair and V Subhadra Devi of 
the Population Research Centre, Kerala; 
D Radha Devi, Praveen NangiaandTK Roy 
of the International Institute for Popula¬ 
tion Sciences, Mumbai and Pavalavalli 
Govindasamy of the Macro International, 
US. As P S Nair in his introductory note 


emphasised, the seminar also sought to 
indicate the major thrust areas for Kerala 
which should be focused in the next round 
of the NFHS in 1997-98. 

SuRvi-.v Design and Hotisi-.Hoi.D 

ClIARACTERI.STICS 

The NFHS collected information from all 
the 14 districts of Kerala through a repre¬ 
sentative sample of 4,332 ever married 
women aged 13-49 from 4.387 households. 
Tlie survey also collected extensive health- 
related information among 1,605 children 
born to these women during the last four 
years preceding the survey. Discussing the 
sample frame, household and respondent 
characteristics, Radha Devi noted that the 
sample design was adequate for stale level 
estimates of demographic and other health 
parameters for comp3ri.son across states.This 
is the first time in the country, we have 
comparable estimates for all states and union 
territories in India. Tbe ever-increasing 
number of older people will be of great 
concern for the health planners in the slate. 
As of now, the proportion of elderly is 
around 9 per cent which is expected to reach 
16 per cent by 2020 (James 1994; 1995). 
Radha Devi also emphasised that the sex 
ratio in favour of females should not be 
taken as proxy for higher status of women. 
This is a reflection of male dominated 
migration in Kerala. In other words, the 
status of women in Keiala may be better 
compared to their counterparts elsewhere in 
India but not in contrast with males | Irudaya 
Rajan et al 1996]. 

■T he proportion of female-headed house¬ 
holds in Kerala is often .seen as according 
a higher status to women in the slate, but 
this is only due to circumstantial compulsion 
in the absence of males and not by choice. 
As the survey was designed to understand 
the rural-urban differentials, some of the 
participants pointed out that there was not 
much of a rural-urban divide in Kerala. 
P S Nair emphasised that the survey was 
done along with the other states in India so 
it followed a universal sample procedure. 
The representation of scheduled castes and 


tribes population in the sample was not very 
satisfactory. 

The 1991 census reported the sex ratio 
(females per I .{X)0 males) as 1,036 whereas 
the NFHS sex ratio was I .%8, Tlie census 
includes the in.stitutional population which 
isovcrwhelmingly maledominatcd. whereas 
as the NFHS excludes the above category. 
Though the overall .sex ratio is favourable 
to females in Kerala, there is growing 
evidence of a sex ratio imbalance among 
children. Fur instance, the sex ratio among 
children aged 0-4 was 976 females pci 1,000 
males. What are the plausible reasons for 
this imbalance? Is it due to excess female 
mortality among children’’ K C Zachariah 
is of the opinion that the first order of births 
arc more prone to be males than temales. 
As the TFR is reaching below replacement 
level in Kerala, sex ratio at birth is an exten¬ 
sion of the sex ratio of first order births. This 
is a cause ol concern which need further 
investigation. 

Nuptiai.ity and Fl RTlLirV 

The singuiate mean age at first marriage 
is very high in Kerala compared to any other 
state of India, over the lust 100 years. For 
instance, the mean age at marriage for females 
was 17.4 years in 1891, which incrca.scd to 
17.6 in 1931,21.3 in 1971 and 22.1 in 1981 
Censuses [Irudaya Rajan 19961. Surpi isingly, 
the NFHS estimates the mean age at marriage 
for females at 22 I years during 1992-93. 
No change fur the last 10 years. Another 
.study carried out in the three di.stricts 
(Brnakulain, Palakkad and Malappuram) of 
Kerala during 1991 by the Centre lor Deve¬ 
lopment Studies reports similar lindings 
(morcdctails,.scc KCZachariahctal, 1994], 
Zachariah is of the opinion that furthci 
increase in the tcmule age at marriage in 
Kerala is difficult and if the current phase 
of international migration continues, the age 
at marriage of females might decrease to 
lower levels in the future. 'I’hc highest age 
at marriage was toiind among Christians, 
among high school educated and .so on. The 
age diftercnce between brides and grooms 
was five years in India against the sc.ne 
being six years fur Kerala 

Marriage betwech relatives is a form of 
in-hreeding that has implications for 
■•lortality, morbidity and fertility. Bittles et 
al (1992) found a positi veassociation between 
consanguinity and Icrtility in 19 out of 22 
populations. NFHS results show that among 
the southern states, consanguinous marriages 
arc least common in Kerala. For example, 
nine per cent of ever married women in 
Kerala married blood relatives compared 
with 47 per cent in Tamil Nadu, 36 per cent 
in Karnataka and 35 per cent in Andhra 
Pradesh. 

The total fertility rate for Kerala during 
1990-92 was reported to be two per woman. 
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a little higher than the sample registration 
figures (1.8). Urban fertility is lower com¬ 
pared to rural, and younger cohorts have 
contributed more to the reduction in fertility 
indicating a further decline in the future. 
Over the years, the socio-economic linkage 
in explaining the reproductive dynamics in 
the state has weakened and differentials 
thereby have been minimal. 

Reading the NFHS fertility data, K C 
Zachariah has initiated a crucial discussion 
on the role of fertility policy in the stale. The 
NFHS also confirmed that Kerala's fertility 
level has reached below replacement level. 

If Kerala has achieved the dream national 
target of TFR two by 1992, what is the role 
of national population policy in this context? 
The state should have a different programme 
and policies with reallocation of budget under 
different heads like health insurance and 
social security. 

The implied demographic future of Kerala 
lies in attaining a zero population growth rate 
in the near future. The population projections 
by the senior writer with K C Zachariah 
indicates an unexpected demographic regime 
in Kerala in the next 30 to 40 years. For 
example, during 1991-96the average number 
of births in Kerala was 4,66,000 per year, 
but by 2021-26 this average will decline to 
2,05,000. Children will become a rare 
commexiity in the state. Industries catering 
to the needs of the children are going to have 
a bleak future. Already many schools are 
empty, but a much worse situation .should 
be expected [James 1995]. Between 1991 
and 2031 the number of old-age population 
will increase from about 2.6 million to 
about 9.6 million, a 289 per cent increase in 
a 40-ycar period. For every 100 people in 
the working age group 20-59 years there 
were only 16 old-age people in 1991. But 
this old-age dependency ratio would have 
increased to 60 by 2031 [Zachariah and 
Irudaya Rajan 1996]. 

During the last three decades, Kerala was 
growing at the rate of a little less than half 
a million persons per year. The highest ever 
growth in this century in Kerala occurred 
during 1961-71 when Kerala’s population 
grew at the rate of4,46,000 persons per year. 

In the last decade, 1981-91, the growth came 
down to about 3,56,000 persons [Zachariah 
and Irudaya Rajan 1996; Mari Bhat and 
Irudaya Rajan 1990]. 

Muchlarger declines and an eventual zero 
population growth (ZPG) should be expec¬ 
ted in the coming decades. Recent trends in 
fertility and mortality rates in Kerala are 
pointing to a very drastic decline in Kerala’s 
population growth. In the course of a 
generation (.30 yeats) Kerala could reach 
ZPG. From the 1991 level of 29 million, the 
population of Kerala might grow utmost to 
a maximum of 33-35 millions (Zachariah 
and Irudaya Rajan, 1996]. The latest sample 


r^istration system put the TFR figure as 1.7 
and the level has not reached the bottom yet 
with one of its district Malappuram being 
10 years behind in the process of transition. 
With similar achievement in Malappuram. 
Kerala’s TFR may drop below 1.5 by 2000. 
In these circumstances, Zachariah maintains 
that the state needs to have a respectable 
reproduction level. 

All participants of the seminar, once again, 
debated the reasons behind the lowest TFR 
of 1.3 among scheduled castes and tribes of 
Kerala. While Zachariah explains such a 
situation as being the result of promotion of 
government welfare programmes among the 
minority groups and the predominance of 
sterilisation. T N Krishnan has felt the need 
for more micro research on their marriage 
systems infertility, primary sterility and other 
biological and social factors. 

In Kerala, a major share of births lake 
place between the age 20 and 30 years for 
mothers. The effective reproductive span 
(defined in terms of the difference between 
age at first and last child) of a Kerala woman 
was 4.33 years in 1992, 8.99 in 1981 and 
13.22 in 1971. In the above reproductive 
process, birth intervals too have shortened 
over time. Thus in Kerala more women are 
available for work outside the home freed 
from the burden of maternity. Therefore, 
policy-makers of the new political front 
(Left Democratic Front) should exploit this 
opportunity to make better u.se of this vast 
female lalwur force available for econo¬ 
mically productive activities. 

Anotherfactor impinging on fertility is the 
onset of menopause. Later in life, the risk 
of pregnancy begins to decline with age. In 
the NFH.S, menopause is defined as the 
ab.sence of menstruation for at least six 
months prior to the survey for women who 
are neither pregnant nor postpartum 
amenorrhocic. Women who report thems¬ 
elves as menopausal are also included in the 
category. The survey reports 12 per cent of 
women aged 30-49 have already reached 
menopause; 2 per cent in the age group 
30-34 to 62 per cent in 48-49. 

Famii.y Plannino 

The family planning knowledge in the 
state was ’universal’ and currently 63 per 
cent of ever-married women acknowledged 
using one or the other modem contraceptive 
method. Ho\.cver, it is not different from 
any other states in India, with regard to the 
popularity of methods, (female sterilisation 
is the most popular terminal method and the 
condom is the most popular temporary 
method). The ever use of contraception 
peaks at the age group of35-39 years among 
ever-married women. The practice of family 
planning is comparatively higher among 
SCs and STs than for any other population 
groups. 


Family planning services from the govern¬ 
ment sector are used by 75 per cent of 
women and 20 per cent use the same front 
the pri vate sector. This indicates an increasing 
tendency for u.sc of family planning services 
from the private sector by Kerala women. 
This is peculiar tt> Kerala. Not only the present 
uisers but also the future intended users are 
interested in sterilisation. Probably, Kerala 
can take a lead in privatising the temporary 
methods of family planning and concentrate 
only on the sterilisation programme to im¬ 
prove the quality of family planning services. 

Having achieved a substantially low level 
of mortality with IMR of 17 per thousand 
live births and a CDR of 9 per thousand 
population, the state of Kerala has embarked 
on a fresh goal of attaining IMR of 10 per 
thousand live births and a maternal mortality 
rate of 0.3 per 1,000 deliveries by 2000 
according to the additional director of health 
services. Kerala. He also noted that the repro¬ 
ductive and child health package was intro¬ 
duced in the slate on a trial basts in one of 
the districts. Mure emphasis is going to be ‘ 
laid on safe abortion services along with 
proper follow-up as well as early detection 
of cancer of cervix and breast. Prevention 
of gender violence is an important item on 
the agenda. 

Discussing on the morbidity and mortality 
scenario, Raman Kutty emphasised the 
uniqueness of information on prevalence of 
certain diseases and morbid conditions. 
However, he felt that necessary caution 
needs to be exercised in collecting such 
information because of their definitional 
problems. For instance, the discrimination 
between partial and complete blindness is 
mo.stly due to misclassification and reporting 
errors. The data establishes the predominant 
prevalence of blindness (complete) among 
children. I.eprosy prevalence may have been 
understated in the survey. The adverse sex 
ratio at younger ages vs mortality in favour 
of females is debatable. Urban-rura' dif¬ 
ferences in mortality arc widened in recent 
times though it did not exist in the past. 
Further, Raman Kutty stressed the main¬ 
tenance of records of all infant deaths by 
cause, given the low level of IMR. The 
increasing proportion of still-births in the 
state, it was argued, was becau.se early infant 
deaths are reported as still-births. 

The role of the family welfare programme 
in bettering the maternal and child health 
situation need not be overemphasised, 
remarked C R Soman by quoting evidence 
from historical trends. The remarkable 
achievement on the mortality front should 
raise concern with regard to the sustainability 
of the curative health care system says 
Harichandran. And the higher prevalence of 
morbidity in the state was felt to be inflated 
due to self perception [more details, Irudaya 
Rajan and James 1993]. 
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Discussing MCH and nutrition levels. 
Soman remarked that Ante-natal care (ANC) 
was near universal and if at all there is a 
jctcrminant it would be education. Excellent 
uiilisation of ANC in the state accompanied 
III the information that 73 per cent of the 
ifspondents had no home visit by ANMs 
points the under-utilisation of a vast infra¬ 
structure and the immen.sc humanpower 
involved in ANC services. If Kerala women 
volunteer themselves for such services, this 
huge humanpower may be diverted for other 
purposes. The government role in providing 
ANC in tcrm.sof delivery is gradually margi- 
nali.scd. This is in accordance with the indi¬ 
vidual perception of quality of such services. 
Hence, a substantial chunk of government 
health infrastructure is under-utilised. 

To make a woman self-reliant in child 
rare, health education is a must. The more 
the number ot ANC visits, the more the 
chance for a caesarian delivery. The higher 
proportion of caesarian deliveries in the 
state is an ultimate manifestation of prollt 
'motives of the private sector rather than real 
complications, remarked .Soman. According 
to international medical norms, at most 10 
pei cent of all dcliveiies may be caesarian. 
I’roportion of low birth weight babies in the 
slate IS on the increase given the excellent 
ANC and the state is becoming spirituous 
(8.1 litres alcohol consumption per person 
per year). While assessing the caloric intake, 
It IS unfortunate to exclude alcohol as it 
constitutes about 61X) kilo calories. In the 
context of widcsprettd consumptions of 
alcoholic beverages, food availability on 
the plate of the molhci and the baby is .U its 
minimum. Low birth weight babies may be 
due to inadequate diets among expectant 
rnothcis. For instance, adult height of Kerala 
|r girls is commonly less than 145 cm in rural 
Kerala. We need further research in this 
direction. 

The state exhibits an exemplary record in 
immunisation and infection control. The 
common disease prevalence among infants 
and children is sometimes to be doubled for 
wrong categorisation. For instance, the 
definition of diarrhoea is subjective and 
likewise ARIs and fevers. And in this context, 
it was disturbing to note that more than 10 
percent of till cases of fevers were given anti- 
malarials. A substantial proportion of women 
having squeezed colostrum from the breast 
at the post-partum stage was according to 
Soman undamaging. He said that in the 
absence of convincing epidemiological 
evidence, we need not get moved by western 
impressions. In spite of low birth weight, 
severe malnourishment in the state is at a 
low. The extent of moderate malnourishment 
is due to the absence of prompt medical 
attention. 

Kerala has attracted worldwide attention 
in recent years as a major humanpower 


exporting area, especially to the oil-rich 
countries. The NFHS in Kerala has made an 
attempt to enquire into some aspects of 
international migration. Out of the 4,387 
households interviewed, 21 per cent (909 
households) were found to have at least one 
migrant, related to the head of the household, 
currently working outside the country. Some 
19 per cent of urban anil 33 per cent of rural 
households have a current migrant. An 
estimateof migrants based on survey in three 
districts of Kerala [Zachariah, cl al, 1994] 
gives a figure of 6,18.000 in 1991. 

What are the major arcus the proposed 
NFHS survey should cover in 1997-98 in 
Kerala? Some questions on family planning 
should be definitely dropped such as the 
knowledge of family planning methods. Two 
areas need major attention in the NFHS, 
1997-98. Ageing is an emerging area of 
research in the state of Kerala, followed by 
the inlemational migration. 
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How Media Manipulates Thiih 
about Terrorism 

Daya Kishan Thussu 

The mainstream western media projects Islam as inimical to civilised 
values. The demonising of Islam fits in well with the western 
geo-political interests in arms and oil. Today, after the demise of 
communist states, when Islam is being seen as a security threat to the 
west, the media in the Muslim world needs to devise ways and means 
to reduce the dependency on western news sources. 


HIZBOLLAH, Hamas, Mujaheddin - these 
names regularly appear on editorial pages of 
international newspapers and news 
magazines and continue to dominate the 
world’s television screens and its airwaves. 
More often than not the turban-clad, bearded 
members of these organisations are portrayed 
in the US-dominated western media as fanatic 
terrorist groups bent upon destroying 
everything that is dear to the ‘liberal’ west. 
'They figure prominently in any discussion 
or debate about the Islamic world and 
consequently such words and phrases as jihad 
and Atlah-o-Akber have become part of 
western lingo. 

This article looks at the role of the 
main-stream western media in projecting an 
image of Islam, one of the world’s great 
religions, as inimical to civilised values. As 
acase study, the article analyses the coverage 
in the mainstream western media of the 
‘Grapes of Wrath‘ - the Israeli invasion of 
Lebanon between April 11 and 27. 

The brutal bombardment of Lebanon, 
condoned by Israel’s friends in the White 
House, claimed hundreds of lives, made half 
a million people refugees and destroyed the 
infrastructure of acountry trying desperately 
to rebuild after IS years of civil war and 
foreign invasion, in which Israel, among 
others, played a crucial role. 

The ostensible reason, loyally reproduced 
in the mainstream western media, was that 
Israel, the supposed dove of west Asia, was 
losing patience with Islamic ‘terrorists’. As 
always, Israel used the concept of ‘terrorism’ 
to dehumanise the Arabs and justify 
aggression and colonial occupation. 'The real 
reasons, which much of the world’s media 
tended to ignore, were more complex, as this 
article will strive to show. 

Imagine the wrath of the western world 
had there been an Arab attack on Israel. As 
on previous occasions, Israeli state aggression 
was portrayed in the western media as ‘self- 
defence’ while Lebanese resistance to 
occupation was labelled its ‘fundamentalist 
terrorism’. 

’The barrage began on April 11, coinciding 
with the start of the Israeli election cam¬ 
paign. From the first day, the coverage in the 
western media was characterised by three 


main points; that the action was self-defence 
in retaliation for Hizbollah attacks; that it 
was measured and proportionate, and that it 
was evidence of great restraint - Israel would 
be perfectly justified to strike much wider, 
at Syria or Iran. 

It was repotted on the cover of the London 
Daily Telegraph the next day; “Israel 
launcited an air strike on a Hizbollah base 
on the outskirts of Beirut yesterday in 
retaliation for terrorist rocket attacks.” 

An ‘analysis’ piece headlined ‘More than 
force needed to beat Hizbollah’ by the 
newspaper’s coiTe.spondent in Beirut tried to 
rationalise the bombing; ‘The action is 
evidence of Israel’s frustration at the 
increasing boldness of the Shiite Hizbollah 
movement.” In the London Economist on 
April 13, it rated only a mention, as ‘Israeli 
revenge’ in a piece covering the election. 

Most western journalists echoed the line 
taken by the )iawkish British defence 
.secretary, Michael Portillo, who was in Tel 
Aviv at the time of Israeli blitzkrieg; “We 
look to Israel always to take measures which 
arc measured and which are considered and 
which are proportionate. I think that Israel 
is clearly facing a very substantial terrorist 
threat from Hizbollah, which is designed to 
undermine the peace process.” 

In fact, the Israeli ‘reprisal’ was totally 
disproportionate to the so-called threat from 
Hizbollah. Ranged against the tiny group of 
Shiite guerrillas (estimated to be .SOO) was 
the strongest military machine in west Asia. 
Supersonic fighter jets, equipped with the 
latest electronic devices, shared the ‘surgical 
strikcs‘ with US-made Apache attack 
helicopters. 'This was followed by the artillery 
barrage, along with ‘pinpoint’ airstrikes 
against targets in Beirut. 

But the reprisal had to be justified in the 
media reports. Most western newspapers ran 
graphics showing ‘how violence escalated’, 
looking at the events between March 4 to 
April II. Almost all mentioned how 
Hizboliah’s rocket raids had killed Israeli 
soldiers. However, while the number of 
Israelis killed by Hizbollah rockets since 
1982 in 14 years was just over a dozen, 
Israeli military attacks have cost thousands 
of Lebanese lives. Yet it is Israel that is 


always projected as the aggrieved party. 
despite its record in suppressing human rights 
of millions of Palestinians. 

As part of the justification of this latest 
invasion, many newspapers linked together 
the activities of Palestinian militant group 
Hamas and Hizbollah to imply that 
Hizboliah’s attacks were in some way a 
continuation of suicide bombings by Hamas, 
which had claimed dozens of Israeli lives in 
early 1996. The usual case was being made 
that while the Arabs engage in terrorism, the 
Israelis only retaliate. 

The US press were just as acti ve to promote 
the Israeli version of events, as in Newsweek's, 
April 22 issue, with only one page on the 
invasion. It headlined the story with a quote 
by a senior Israeli official, Uri Lubrani, “It 
is just the beginning”. The sub-heading 
framed the is.sue; ‘Israel strikes deep into 
Lebanon to retaliate against Hizbollah’. Then 
came the justification, “A seriesof Hizbollah 
attacks began more than a month ago. But 
Prime Minister Shimon Peres facing election 
on May 29 held his tire in hopes that US- 
brokered diplomacy could case the border 
tensions and keep moribund peace talks 
alive.” 

Four days after the I sraeli onslaught began, 
the Wall Street Journal (Europe) editorial, 
‘Israel’s Response in Kind' said; “Given 
what Israel has endured, the response is 
measured and justified.” As with the rest of 
the maiiistream western media it blamed 
Syria for the conflict. “Terrorists with no 
concern for human life have placed their 
arsenals and strategic centres amid.st civilians, 
leading to some of the gruesome footage 
witnessed in recent days.... Israeli incursion 
into Lebanon tike the one currently taking 
place, will be justified asa legitimate response 
to extreme provocation.” On April 16, it ran 
a report tiy'ing tojustify Israeli action, quoting 
experts (almost all Americans) tojustify that 
Israeli action did not violate international 
law. 

The Daily Telegraph, which, with a 
circulation of more than one million, remains 
Britain’s most widely read ‘quality 
newspaper’ had gone further in it.s editorial 
of April 1S to point to Israeli sell-restraint; 
“The logic of the situation would seem to 
require that Israel attack Syria itself Yet it 
is easy to see why Mr Peres, the architect 
of the peace agreement with the Palestinians, 
would balk at such a course." “A raid on 
Iran”, counsel led the conservative newspaper, 
“would cost less diplomatically, but would 
be tangential to the heart of the matter, which 
IS the attitude of Damascus.” 

As the bombardment continued, the 
London Times ran an interview with Uri 
Dromi, head of government press office in 
Israel under the headline ‘Israel sees Iran as 
next in line for punishment’. The report 
began thus: “The Israeli government’s senior 
spokesman said yesterday it was now a 
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working assumption* that a western-led 
coalition, similar to the one which drove 
Iraqi forces out of Kuwait in 1991, would 
launch a pre-emptive strike against Iran to 
prevent it obtaining a nuclear capability.” it 
dwell at length on how Israeli bombing of 
Iraq's Osirak nuclear reactor in 1981 made 
the Arab world a safer place. The article did 
nut mention Israel's own nuclear arsenal. 

On television, the coverage was 
reminiscent of the 1991 US invasion of Iraq. 
Following the example of their American 
friends, the Israeli army showed videos of 
laser guided weapons to demonstrate the 
accuracy of their targeting. This uncritical 
use of such videos was surprising, given the 
admis.sion by many journalists in vaiious 
memoirs and books written on Operation 
Desert Storm, that they were duped by the 
US military during their slaughter of Iraqis. 

Nevertheless all major TV networks, 
including the BBC, faithfully broadcast the 
fixuagc from the Israeli military videos to 
show how clean the invasion was. And their 
reporters on the ground followed up with the 
stereotypical pictures of fanatic chest¬ 
thumping Muslims vowing revenge against 
the Jewish enemy. As always, they failed to 
present an articulate Lebanese who could put 
across tire opposing view point in a convincing 
manner. 

The attitude of the media changed when 
lii-iech apparently failed the Israelis, leading 
to the massacres at a UN base in Qana which 
killed more than IfX) innocent refugees, 
including doxens of women and children. 
Israel's claim that faulty targeting was to 
blame (it was aiming at a nearby Ilizbollah 
base) was later discounted by independent 
observers. 

The bias in coverage was evident in the 
way this massacre was reported by many 
western newspapers. Take the example of 
the London Times (second largest selling 
quality newspaper in Britain with a circulation 
of more than 6()0,000). This bastion of British 
establishment - now owned by Australian- 
born Rupert Murdoch - headlined the 
massacre story thus. ‘Clinton leads call for 
|icnceafler97 die'. A line above the headline 
said ‘Attack on Lebanon will go on unless 
Hizhollah calls cease-fire'. 

The US media was even mure apologetic 
in its coverage. The Wall Street Journal 
headline about the Qana massacre tried to 
put a gloss of normality on it. ‘Israeli shel¬ 
ling of UN base kills dozens’. Newsweek's, 
April 29 cover story on the massacre called 
it ‘‘accidental killing” of 100 Lebanese 
who had died “in the crossfire.” The 
cover of April 29 issue of its rival Time 
magazine entitled ‘Wrath and Blood - Israel 
stands tough after a disastrous error’, was 
little more than an apologia for Israeli 
terrorism. 

The Daily rWegrop/i juxtaposed a banner 
headline ‘Israeli shells kill 94 refugees’ with 


a quote in bold type from Peres - ‘‘We had 
no choice but to defend our people and 
soldiers”. It again followed the standard 
Israeli tactic of deflecting attention away 
from their own actions, by blaming the Syrian 
president Hafe/.-al-Assad for Hizbollah’s 
action. 

The editorial on the massacre on April 19 
said: “If the Israelis want to goad him into 
action against Hizbullah - by making him 
pay the price of his cynical games - they 
should concentrate their fire on Syrian targets 
and, if necessary, on Syria proper. Such 
action would not only be strategically right, 
but would also do much to re.storc Israel’s 
image as the David, rather than the Goliath 
of the Levant.” The fact that the Telegraph 
is owned by the Canadian media mogul 
Conrad Black who akso owns the Jerusalem 
Post - may have something to do with this 
stridently sympathetic, pro-Tel Aviv line. 

The Sunday Times, the most widely read 
weekly broadsheet in Britain, selling over 
a million copies every week, also sought to 
divert blame away from Israel. In an editorial 
‘The Wider Terror’, in its April 21 edition 
it said: “Hizbollah's patrons and Lebanon’s 
power brokers bear a much heavier 
responsibility. Iran’s Ayatollah Ali Khomeini 
brands his own country a terror state when 
he urges Hizbullah tocontinue its campaign.” 
It continued: “Should Iran. Iraq or any other 
country where Islamic fundamentalism hold 
sway ever become nuclear powers, the world 
would move into a new age of terror.” 

That the editorial pul both Iran and Iraq 
in the same fundamentalist camp despite the 
fact that they are sworn enemies and represent 
two entirely different political ideologies 
(Iraq is one of the most secular Arab rountries) 
demonstrates that facts can be sacrificed for 
propaganda reasons. 

What Was Mostly Icnored 

As usual small lies were exposed in the 
media - whether the Israeli military knew 
that they were shelling the UN base or it was 
a mistake. But the real issue, the change in 
security enviroriment in west Asia, was hardly 
discussed. Few western media outlets even 
cared to mention that just days before its 
invasion of Lebanon, Israel had signed a 
military agreement with Turkey. 

The agreement, which the Arab league 
called “an act of aggression”, gives Israel 
access to Turkish air bases for the first time. 
The agreement violates the Organisation of 
the Islamic Conference (OIC) resolution, 
supported by Ankara, staling that all OIC 
members .>hould abstain from any form of 
military co-operation with Israel while it 
continued tooccup>' Arabland. It gives Israel 
domination frorr the Mediterranean to the 
Red Sea. By virtue of this pact, Tel Aviv has 
vastly enhanced its operational range. Israel 
can now not only strike at Syria, its most 


formidable rival, from two directions, it also 
stands in easy reach of Iran. Now there is 
talk of a US-lsracIi ‘defence alliance', the 
goal of which would be “to meet common 
threats m tlie years to coirc", US president 
Bill Clinton said. “US-lsracIi strategic co¬ 
operation”, he promised, “will grow in 
importance.” 

But for most wc.stcrn journalists this was 
not the big story. In fact. Time, Newsweek 
and the Economist failed to even mention 
the security deal in their coverage of the 
attack. 

Emboldened with this deal the Israeli 
government’s idea behind invading Lebanon 
was that Rafiq Hariri, the Lebanese prime 
minster, seeing the dcstniction of his country, 
would rush to Damascus, which in turn would 
curb Hizbollah. The balance of power in 
Lebanon was to be changed. It was an 
opportune moment. Iran and Syria had been 
isolated at the 29-nalion anti-terrorism 
summit in March, attended by Clinton and 
hosted in Egypt by president Hosni Miibariik. 

For the first time, Arab leaders from 
Morocco to the Gulf expressed solidarity 
with Israel. King Hus.scin of Jordan, having 
broken ties with Saddam Hussein's 
government in Baghdad and signed a treaty 
with Israel in 1994. was moving towards 
Israel. For Peres it appeared to be the best 
way to teach president Assad, the powerful 
influenccin Lebanon where he still has 30,000 
troops, a lesson. 

Keen to show Israelis that he was a “tough” 
leader, Peres timed the attack to make 
electoral capital out of it. He could count on 
the formidable pro-Israeli lobbies in London, 
Paris, New York and Washington - the 
Amcrican-lsracI public affairs committee 
remains by far the most powerlql foreign 
policy pressure group in the US capital. 
Clinton, the most pro-Jcwish president in US 
history, denounced on March 5 the Hamas 
suicide bombings in Israel as “desperate and 
fanatic acts aimed nut just as killing innocent 
people, including children, but killing the 
growing prospects for peace in the Middle 
East”. In stark contrast, his respon.se to the 
slaughter of the Lebanese women and 
children was not tocondemn the peipetrarors, 
but merely to call on ‘all parlies’ for a cease¬ 
fire. 

Loyalty to Israel in the US cuts across 
oaity lines, partly due to Zionist efforts to 
portray Arabs as villains. Bob Dole, the 
Republican challenger for presidency touted 
the official line. “You have to keep in mind 
It was all initiated by Hizbollah”. he told 
journal i.sts, “I dun ’ t k now what other recourse 
Israel had?” 

Not surprisingly, Washington did every¬ 
thing in its power to block the UN security 
council condemning the Israeli invasion. 
The US was the only country to vote against 
a resolution at the UN human rights 
commission on April 23 deploring Israel’s 
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altiicks on civilians in La:hanun and calling 
lor a halt to air raids. 

Despite Its violations of UN resolutions 
and international law in its routine attacks 
on Arab lands. IstacI has never been 
characterised as a "logtic” nation or a 
■■teirorist" slate the phrases routinely used 
to refer to the enemies ol Washington. In 
July I9‘J.J, during the (icace talks ju.st weeks 
bclore that famous handshake on the White 
House lawns on the Oslo Aeconl, ‘Operation 
Accountability’ mudehundicdsofthousands 
of Lebane.se civilians refugees. 

Then, as m Apiil 1996. the US blamed 
I li/bollah foi "inciting” the Israelis and urged 
"all sides” to exercise "restraint". Then, as 
now. I.sracli piemi.ses framed the i.ssues, and 
Israeli sources dominated coverage. Arab 
views were largely marginalised. 

Asa commentator wrtite after the invasion 
ol Lebanon in the Israeli daily lld'dretz: 
“We killed them with a kind ol yuppie 
efficiency. Webelicvewithabsolutceertitudc 
that right now, with the White House in our 
hands, the .Senate in our hands and the New 
York Times in our hands, the lives of others 
do not count in the same way as our own.” 

Di monisino Isl.sm 

Israeli efforts to pioject Islam as a threat 
to llie west have been well-supported by the 
western media, which continues to portray 
Muslimsas fundamentalists This demonising 
ol one of the major religions with nearly one 
billi.in adherents in the world has obvious 
political oveitones. Militant Islam is being 
manulactured by muchof the western media 
as the enemy ol scculai liberal democracy. 

Ignorance of Islam in the west leads to an 
inability to recognise the contribution ol this 
great religion to the development of the 
modern world ami provides fertile ground 
lor anti-lslamic piopagaiida. In American 
society there is a deep-seated piejudice 
against Islam, which is often identified with 
Arab terrorism and obscurantism and hence 
perceived as a threat to liberal, secular society. 
That perception ot Muslims was underlined 
during the Oklahoma bombing in April 1995 
which claimed 168 lives. This, the biggest 
act of terrorism in the US, was initially 
blamed on Islamic groups in the American 
media without any evidence. As it turned 
out, the outrage was carried out by members 
of the US far-right. 

Muslim steicotypcs are lixed in the 
American jiopular culture by Hollywood. 
Arnold Schwarzenegger in his hugely 
successful film True Lies, kills 80 terrorists, 
all of them Arabs. The latest offering from 
that citadel of global popularculturctooffcnd 
Muslim sentiments is Executive Decision, a 
film about Chechen Muslim terrorists who 
kill innocent westerners and highjack an 
aeroplane with the intention to crash it on 
Washington. 

Media images of Muslims as fanatic 
iiggressors pervade the non-Muslim world 


and especially the wc.st. In Britain, the 
symbolic burning of the novel, Satanic 
Ver.\es, by a small group of the country's one 
million Muslims was focu.scd on by the media 
to reinforce the stereotype of Muslims as 
bigots. In France, there is a cultural war 
going on over the right of Muslim women 
to wear Islamic dress. In Germany and the 
Balkans prejudice against the Turks is 
widespread. And in Russia. Muslims arc 
seen, as witnessed during the Chcchenya 
conflict, as "drug pushers and bandits.” 

Ordinary Muslims have become the targets 
of this dcmonisation when in fact Muslims 
have been worst sufferers in most recent 
aggressions - in Bosnia, in Chechenya, in 
Iraq and in .Somalia. And yet, it is the Mu.slims 
who get the blame. Ju.st a day before the 
Israeli invasion (April 10) the Wall Street 
Jounidl (Furopc) ran an editorial page 
analysis, ‘Rogue States want more than just 
Israel'. The article argued, ”.. from a 
geopolitical perspective, the Arab-Israeli 
conOict is really only a neighbourhood brawl, 
a tactical weapon in a more ambitious 
geopolitical war waged by several rogue 
states; Iraq, Libya. Syria and Iran. They want 
to undermine western allies and interests in 
the Middle Fast, and eventually control its 
oil re.sourccs and vulnerable supply lines in 
order to vanquish the Christian wc.st.” 

This line of argument has become standard 
in the post-cold war world. Islamic 
fundamentalism is projected as the new thrcitt 
to western civilisation, while other kinds of 
fundamentalism such as Christian. Zionist 
or Hindu do not recei vc the same opprobrium 
in the international mcditi. 

One rca,son lor this dcmonisation is the 
fact that Islamic world sits on three quarteis 
of the earth’s known rc.servcs of oil, crucial 
to modern industrial societies. The 
demonising of Islam fits in well with the 
western geo-political interests in arms and 
oil. It IS no coincidence that the Arab world 
continues to be the biggest market for arms. 

The west’s global economic and strategic 
interests arc reflected in the way certain 
areas and themes, such as Islamic 
fundamentalism, arc regularly covered. There 
is a clear distinction in the presentation of 
the west’s friends and foes: c g, Israel ‘good 
guy’, Iran ‘bad guy’. 

"The reporting of events in countries such 
as Iran, Iraq and Afghanistan shows this in 
relation to the acknowledged aims of the US 
and its ‘allies’ in the post-cold war world. 
And sine the west dominates the 
technological means of communications - 
both hardware and .software - its message 
becomes a global one. 

Almost invariably any story about Iran in 
the western media is about the excesses of 
the mullah rule. Before the Islamic revolution 
of 1979, Iran was one of the linchpins of US 
policy in the Gulf. During the Shah's rule, 
the country received a favourable press in 
the west. Even now, the Shah is remembered 


fondly as a ‘friend’ of the west who bought 
‘stability’ to an unstable region - a recent 
BBC documentary about the Shah put the 
best possible gloss on a man who was by 
any standards a very corrupt and ruthle.ss 
ruler. 

But Iran under an Islamic government is 
unacceptable to the west because it refuses 
to accept dictates from W<i.shingtnn and 
therefore gets a bad press. For example, it 
is impossible to find a positive sttiry about 
Iran in any western publication. In fact, few 
people know - because the western media 
would not tell them - that according to the 
UN’s 1994 Human Develnpinent Report, 
Iran was among the lop ten performers in 
human development over the last three 
decades. This was achieved despite the US 
sanctions and the huge debts incurred by the 
eight-year-long war against Iraq, aided and 
abetted by the west. 

Instead the image one gets of Iran is ol 
aggressive ‘atomic Ayatollahs' bent upon 
destroying the world. The coverage of Iran's 
atomic programme, claiming that it is 
developing the ‘Islamic bomb’, is a case in 
point. Few people know (again, because 
international media would not tell them) that 
the Vienna-based International Atomic 
Energy Agency has said that its nuclear 
programme was lor peaceful pur|Toses. Unlike 
Israel, with a nuclear arsenal ol more than 
2(K) warheads that never worries western 
‘experts’, Iran is seen as posing a grave 
danger to world peace, although the same 
experts acknowledge that it has yet to build 
a bomb. 

Just days after the Israeli bombardment of 
Lebanon stopped, the U.S state department 
released a list ol countries which it says 
sponsorterronsm. naming Iran. Syria, Cuba, 
Iraq, Libya. North Koica and Sudan. Anart 
from two 'communist’ countiics Cuba and 
North Korea, the other five arc Muslim 
nations. Most media reports uncritically 
quoted the state department posit'on, that 
Iran was the main "state sponsor of 
international terrorism", citing its alleged 
support fortcrrorist groups from North Africa 
to Central Asia. And now to the chagrin of 
his European allies, Clinton has announced 
that the US will punish even non-American 
companies trading with Iran. 

Among the ‘rogue’ states, Iraq has a special 
place. The countiy was armed to the teeth 
by both the west and the Soviet Union and 
supported in its efforts to scuttle the Islamic 
revolution in Iran, which led to the first Gulf 
war that claimed more than a million lives. 
But when the Iraqi dictator refused to accept 
the dictates of Washington the media were 
swung into action. Leading up to the second 
Gulf war of 1991, most of the western media 
did everything in their power to act as the 
public relations outlets for the Pentagon, in 
what was the world’s first media war. Rarely 
wercthareal waraimsdiscus.sed: permanent 
military presence in the Gulf to control oil 
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and the US agenda for the post-cold war 
world. 

Afghanistan is another key example. The 
Mujahideen ‘freedom fighters', once the 
heroes of the western media who fought 
a against godless communism during the dying 
days of the cold war. are today's fanatic 
'Islamic fundamentalists’. When the Soviet 
troops were in Kabul, the world’s media 
outlets were inundated with reports, many 
emanating from Islamabad and credited to 
western diplomatic sources. Stories of the 
heroic struggle of the freedom fighters, who, 
to anyone who looked carefully, were little 
more than drug-pushers and mercenaries 
financed by theCI A, dominated the coverage. 

Since the Russians have Icit, coverage of 
that hapless country is much reduced and 
different in tunc - the ‘fundamentalists’ 
fighting over Afghanistan are now .seen as 
part of the general 'threat' posed by Islam 
which is a key feature of the post-communist 
world order. 

Today Islam is being elevated not merely 
4 as an ideological challenge that has replaced 
communism as the west's enemy but also 
as a security threat. Indeed, the former 
.secretaiy-general of NATO Willy Claes is 
on record as saying that Islam is as great a 
threat to the west as communism once was. 
Already NATO has developed joint military 
strategy with countries like Israel, Egypt. 
Tunisia. Morocco and Algeria to combat 
'Islamic fundamentalism’. 

A ‘Cold War IT is being waged against 
Islam. There are conservative - and 
increasingly even ‘po.st-nKKiem’, post-Soviet 
progressive voices in the west - which 
underpin those dangerous ideas. The Islamic 
world took particular exception to an article 
by US political scientist .Samuel Huntington, 
published in the intluential journal Foreign 
^Affairs in 1993. Entitled ‘Clash of 
Civilisations', it anticipnteda world in which 
contlicts ot cultures would dominate the 
international scene. Huntington called on 
western and 'westernised' nations to ally 
against the new threat Critics saw his article 
as a cull for a new crusade against Islam, 
an idea that received a favourable press in 
the west, especially in the US. 

Media Monopoly 

If this demonisation ot Islam were only 
meant for a western audience it would have 
posed less of a problem, since the west has 
a long history of viewing Islam as a threat, 
going back to thccrusades. But the distortions 
in reporting do not only impact on western 
audiences. With the expansion of western 
electronic empires, western media have 
instant global reach through satellite and 
cable technology. Western and, more 
specifically, Anglo-American media 
dominate the world's online services, 
television, radio and print journalism. 

The bulk of international television news 
is disseminated through western news 


organisations - both raw footage from TV 
ncwsagcncics such as Reuters Television, 
Worldwide Television News and AP7V. and 
completed reports from .satellite and cable- 
based organisations such as CNN. Sky and 
BBC. The Voice of America and the BBC 
World Service, with their various language 
services, dominate the world’.s airwaves. 

Of the world's four biggest international 
news agencies - Associated Press. United 
Press International, Reuters and Agenre 
France Presse, the first three are Anglo- 
American. and between them the four 
disseminate nearly 80 per cent of global 
news. Despite having international staff these 
companies promote, consciously or 
unconsciously, a western, and more 
specifically, an Anglo-American, news 
agenda. 

Moreover, many southern ncw.spapers 
(virtually all major English-language 
newspapers in India) and newsmagazines 
proudly carry regular commentaries and 
features from western newspapers and 
magazines, thanks to syndication 
arrangements. Thus western news 
organisations wield great influence in setting 
and then building a global news agenda, 
conforming to western interests. 

As well as using the western press as the 
source for their stories, many southern 
joumali.sts, especially those belonging to the 
local elite media, mimic its language, news 
values and .styles, however inappropriate, 
which are often inimical to understanding 
the complex problems that beset southern 
societies. Witness the coverage of Islamic 
fundamentalism in non-lslamic world - in 
Africa, Latin America or India. When prime 
minister P V Narasimha Rao was visiting the 
US in 1994, India Today ran a 20-page cover 
story ‘Pan-lslamic Fundamentalism - 
Exporting Terror’ on the so-called threat 
from militant Islam that India laced. 

But why has Islam allowed itself to be 
demont.scd? Why can’t the Muslims put their 
case across professionally and persuasively? 
While western media have international reach 
and influence, thi^ media in Islamic countries 
often lack credibility even within their own 
borders. Despite heavy doses of rhetoric 
about Islamic solidarity and brotherhood, 
most Arab governments oppose open and 
informed media debate, with the result that 
the western perspective on world issues still 
dominate. 

Efforts to develop a pan-lslamic news 
organisation have failed to deliver mainly 
because they lack what western media enjoy s. 
namely international credibility, it is no 
coincidence thatsomeof the more noteworthy 
Muslim publications operate from London 
and Paris rather than from Arab capitals, 
where democratic debate and political 
pluralism is discouraged by often autocratic 
governments. 

Sadly, much of Islamic journalism remains 
obsessed with power politics and biased 


towards niling elites. There is a pressing 
need to develop a ‘public sphere' within 
Islamic societies where issues ot cultural, 
political and economic significance can be 
debated freely. 

When the Israelis were pulverising 
Lebanon, a member of the Arab League, no 
Arab government said anything beyond 
platitudes, indeed all the diplomatic work 
was being done by the westerners. Herve de 
Charette, the French foreign minister, was 
the only foreign dignitary to visit the Qana 
camp. “We must, all of us, ask why it is that 
for the past five decades we have watched 
Israel violate our sovereignty, massacre our 
civilians, humiliateuur.soldicrs and generals, 
colonise our land, even as we make speeches 
and vow vengeance”, asked the US-based 
Palestinian writer Edward Said in an article 
for the London Cwur<//rvi, while Israeli planes 
were bombing Lebanon. 

A key task of journalism in the Muslim 
world is to cultivate a sense of critical 
awareness, sadly lacking in most of the 
Islamic media. The need tor such a change 
is more pressing than ever before, at a time 
when Islam is being projected as the enemy 
number I by the west - a tendency that is 
likely to grow as the fight to control central 
Asian oil escalates between western based 
oil companies and the governments in 
Moscow and the newly independent Muslim 
countries of ceniral Asia. 

An emphasis on pan-lslamic and indeed, 
south-south news exchange, would help 
reduce dependence on western news 
sources and stop the vertical flow of 
information - from north to south to a 
horizontal and more democratic flow from 
Asia to Africa, from Latin America to the 
Arab world - thus counteracting western 
propaganda. 

However, this is a long-term goal and 
needs a good deal of political will and a 
critical understanding of how the media 
systems work, nationally and internationally. 
There is another, perhaps simpler way to 
deal with what Ayatollah Khomeini 
characterised as ‘global arrogance', of the 
west. In the final analysis, in a capitalist 
society media is a business and like any otl'.cr 
busine.ss it is driven by the profit motive. 
Since most of the wc.stcrn media operate in 
an increasingly competitive international 
b.,zaar and survive by selling information, 
would it not be more elfective to exercise 
the power of the consumei? Libraries in 
many developing countries .subscribe to Time, 
Newsweek. Economist, etc. Why should poor 
countries spend ail that money to read, what 
is at worst, western lies or at best, half-truths 
or quarter truths? 

In an age when Mahatma Gandhi has 
become fashionable once again, even among 
the people responsible for assas.sinating him, 
the good-old Gandhian idea - bahishkaar 
(boycott)- should be evoked to teach the 
western media a lesson. 
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PERSPECTIVES 


Language and the Nationality 
Question 

Sacihna Saxcna 


Cutcfiorisalion of some lanf;tiaf>es ax 'standard' and others as 
backward, crude, inferior or corrupt forms of .standard languaf’es is 
more a political construct than a linf’uistic fact. Dialects which do not 
have script and lack state patronage to develop literature in print get 
impoverished. Education is one such vital area where this language 
lueiarcin is strengthened in name of preserving national integration. 


ONIi nl the )!reai contributions ol Paulo 
Ftciie IS that he equated education with 
dialogue. In his I'amoii.s btrok Pedtifio^v of 
ilu‘ (>j>i»e\srd, he wrote, “Without dialogue 
there is no eoinnninieation, and without com¬ 
munication theie can be no true education” 
ll'reno 1980, 81). Further, “in order to com- 
muntcate eflecn vely. educator and politician 
must understand the sinictural conditions 
in vthich the thought and language of the 
people aredialcctieally rramed"|Frcire 1980; 
85-861. Although Freire does not hung the 
issue of dilTerent languages spoken by the 
people explicitly hut he definitely implies a 
noa-hierurchical. two-way coininunication 
between the educator and the cducatce. 
However, how does one apply this principle 
tn our situation, especially tn the context oi 
adult and non-l'ormal education where the 
tea.her and the taught invariably do not 
have .1 eommon language? The cx[x;ctation 
in the present system is that the cducatcc 
unlearns her language which most of the 
lime is an unwritten and 'non-standard' 
variety. In this article I discuss impact ol this 
basic inequality in the education process 
and a few related issues in the context of 
nationaliiy question. 

Let me begin with some personal ex¬ 
periences. My mother-tongue is Hindi. I am 
most comfortable in this language. However, 
despite this, I find that I am not able to 
communicate well with most of the people 
ol the .so-called vast Hindi belt! In Madhya 
Pradesh itself I cannnut manage with Hindi 
alone. To be able to talk with people in 
.southern pan ol Baslar, I needed help from 
someone who knew I'elugu as spoken in that 
area. I am told spoken I'elugu in Bastar is 
actually a mixture of Tclugu and Gondi. the 
tribal language ol Baslar. As Baslar is part 
ol Chhaliisgaih region, the s|>oken language 
in the north is Chhattisgarhi, hut again this 
Chhaiti.sgarhi is dilferent from Bilaspiiiia 
Chhattisgarhi of Raipuria Chhaiti.sgarhi. 
During one meeting with women migrant 
workers o! Chh;'ttsgarhi, 1 managed to 


comriiiinicate with women of Raipur district 
with great difficulty. But moving to Bilaspur 
district, I had to take the organiser’s help. 
APhough the women there also spoke 
Cliliattisgarhi, .still it was different 
Having spent years in one part ol 
Bundclkhand (Hoshangahad district of 
Madhya Pradesh), I used to leel proud to be 
conversant in two of the slate’s languages 
- Hindi and Rundclkhandi. A visit to another 
district of the Bundclkhand region, 
Tikamgarh, made me realise how wrong I 
was. In one village dalit women told me 
about thcii problem of drinking water and 
the corruption of the sarpanch. In another 
village a harijan womiin. an ’up-.sarpanch’ 
in fact, complained about non-payment of 
charges due to her husband for drum-beating 
during one of the literacy jathas. in both 
villages, as I am somewhat lamiliar with the 
social context, I could follow what the women 
were saying, but I missed the finer details. 
The Biindelkhandi as spoken m Bandadisinci 
of Uttar Pradesh is yet another variety. Within 
Hoshangahad district itself there are areas 
where the spoken language amongst tribais 
IS Gondi or Koru. In these areas alienation 
with Hindi is complete. In 1992 a team of 
linguists from Delhi University visited the 
tribal block of Hoshangahad district to test 
the reading proficiency of primary .school 
children. They tound a poor level of reading 
ability and could nliributc this primarily tn 
the fact that, by virtue of being located in 
the Hindi bell, Korku-speakingchildren were 
taught in Hindi lEklavya 1984:4], 
Biindelkhandi as spoken in Hoshangahad 
has actually evolved under the impact of 
Gondi and Korku. So, within Hoshangahad 
district, spoken language varies from aGondi- 
Bundcli blend in the east to Niniadi in the 
west and the adivasis of the tribal block, 
Kcsala, speak Korku. A 'rip to Dewas, a 
nearby western di.strict, requires knowledge 
of Malwi whereas tribais in Jhabua district, 
somewhat further away, speak Bhili and 
Bhilah. 


Any person attempting to communicate 
with ordinary people in any region comes 
face to face with this complex and vibrating** | 
mosaic of spoken languages. It is a 
continuously evolving reality, with dynamics 
whichencompassesall aspccisofthc people’s 
developmental history. Enriched by 
continuous interaction amongst people, yel 
these languages retain di.stinct identities. 
However, such strong symbols of people’s 
identity do not find any place in public fora 
and formal discourses, nor in administration, 
education, politics, judiciary, and so on. I 
would like to share the understandings that 
we have gained about this reality and its 
impact on education in pariicular. 

Let me now dispel Ihe impression which 
I may have created that I was incapacitated ' 
in establishing a dialogue with people 
anywhere. On the contrary, I tound that this 
bewildering diversity activated my own 
dormant cognitive ability or’knack’ to learn * 
languages. The; revelation was heartening j 
All these years I had been conditioned with 
the belief that language le.'iining means 
imbibing the ‘correct' lexicon, syntax and 
grammar of Ihe language. Further, that only 
|)coplc with special learning capabilities can 
learn more than two or three languages. The 
myth and value system that only 'officially 
correct’ languages are worth learning, and 
only through a tormal process, is what all 
of us glow up with. We al.so grow up with 
a sense ol inevitability that a ‘link language' 
is needed to deal with diversity. While not 
contesting or rejecting the issue per se, I 
would strongly slate lhal the link language 
has so far meant subiugation and repre .sion 
of other linguistic groups and nationalities. ^ 
This unstated condition ol subjugation has * 
resulted many times in contlict between the 
state and the people. Equally deeply i ngrained 
IS the ideological package ol righteousness 
of the status accorded to official languages. 
.Such status is ju.siificd m terms of either its 
'exalted cultural histoi^’, or ‘purity of form’ 
The mythical reason is given that it is the 
language of the vast majority, and nence the 
only possible link for communication. We 
arc conditioned to believe that speaking in 
so-called ‘impure’ or ‘dialed' forms is 
undesirable, a sign of backwardness labelled 
in pejorative terms like ‘ganvaroo bliasha' 
(village/countrysidc language). 

Over the years 1 have come to believe that 
most of us have this latent knack to learn 
languages, and that by nature human beings 
are multilingual. Recognition of a natural 
multilingual attitude in human life changes 
the whole approach towards the language 
I.SSUC. If the context is familiar, people tend ^ 
to become attentive even in an unfamiliar 
linguistic environment. They pick up familiar 
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words and start guessing, instead of apassive 
dependence on an interpreter, people actively 
participate in deciphering aconversation with 

I he aid of symbols and body language. This 
kind of creative activity is unthinkable in a 

Minonnlingual ambience. Listening to an 
unknown language could really act as a mental 
stimulant especially if the context, social 
milieu and the .subject is known. All of us 
know that children learn new languages 
spontaneously just by betricnding. playing 
or simply being with the children of other 
language group.^. Apart from being 
i ogniti vely beiiei ci|uippcd than adults, their 
bigger advantage is their uninhibited and 
luin-hieiaichical approach towards various 
languages. This altitude vanishes as they 
grow and start imbibing the values of 
linguistic hierarchy, so deeply ingrained in 
all social interactions. It is the politics of 
a.ssimilation under the garb ol unilication 
and integration that lias emphasised the need 
lor mono oi bilingualism, or at bcsi 

II ilingualism as III t he three-language formula 
- that, too, only with appiovcd officitil 
languages. I'his ideological onslaught has 
stunted the growth ol a unique human 
potential. It is a LOgnilivc loss with .serious 
Mieio-political implications. 

The eoneept ol the lliiuli bell, built upon 
the linguisiieally false notion ol dialects, is 
.inotlier dimensioii ol this ideology. Nobody 
evei dares (.all Mai athi orriu|araii or Punjabi 
Ol Rangla dialects ol Hindi, ot vice versa. 
Itui Mewari is e.illcd a di.ileci of Hindi, 
essentially meaning that Mewari is a 
distortion of Hindi. Tins bc(.omcs clearer if 
one looks at the dictionary meaning ot the 
vvoid ‘dialect'. According to the Oxford 
dictionary, the word dialect means: (11 a 
lorniof.speeehpeculiai to a particular region. 

, (2) a subordinate variety ol a language with 
non-standaid vocabulary, pronunciation, oi 
grammar. A dialect clearly has a lower .status 
.md by definition it is a peculiar and non- 
siaiidard language. However, there is no 
evidence, historical or otherwise, that the 
spoken languages ot the Hindi bell emerged 
out of the olTiciul Hindi. Indeed, it seems 
mure logical and true that the Hindi as wc 
know today has evolved out ol lhc.se spoken 
languages. A key question is why do 
languages like Hindi. Gujarati, Punjabi, and 
Rnngla enjoy an indc|rendcnt status while 
others like Bhujpiin, Chhattisgarhi, Mewari 
and .so on arc dubbed u.s 'dialects' ? Evidently, 
languages which have scripts and gut stale 
patronage for developing literature in print, 
emerged as standard or mainstream 
languages, while those which did nut gather 
this kind of state support became 
im|Mivcrishcd. Although .scripts do help the 
languages to grow, however it is wrong to 
equate language and sctipl, which is a 
technical aspect.external to a language. Sumi 
Krishna states historicai fact to emphasise 


this. According to her, ‘The worst conception 
is the view that the script is the language. 
The invention of writing occurred only 5,(XX) 
years ago. and the earliest alphabetic script 
developed in Phoenicia and Palestinian cities 
barely 3,000 years ago. Languages existed 
long before” [Krishna 1991:51. 

The categorisation ol some languages as 
'standard' and others as being backward, 
crude, inferior or corrupt forms of .standard 
languages, or lacking m literary richness, is 
moie of a political construct than a linguistic 
fact. Linguistically, all languages written or 
spoken have structure and arc equal in lliat 
sense. Any language can be written using 
any sciipl nr a set ot symbols or codes. And 
hciiec .so-eallcd dialects arc also developed 
languages. According to the previously 
mentioned report. 

The teacher in a typical schmil generally 
adhcics to the common belief that the 
nonstandard variety which ilic child nlrc,ady 
knows IS inlierenlly iiifeiior to the .standard 
variety. It is often assumed that the eliild 
ineiely knows a 'dialeel' and comes to school 
without a 'language' winch has to he taught 
tohiin In fact this view is actively piopagated 
by the prolagonisls of slaiidaid variety in all 
fieldsolaelivity Howcvci.liomlliclinguislic 
point of view, noiliiiig could be larther Irom 
the II util. Wli.ii tile teacher tails to iiiidersiand 
IS that all vai lelies .ii e equally systematic and 
diltei from c.uh other in a regular way in 
leiins ol sound, vucahulary and sentence 
siiucuiic. and the deviant form its pupil 
produce arc deviant only from the point of 
view ot the standard and are not mhcicntly 
wrong. A particular variety comes to be 
accepted as standard nol because ot its 
intiereni superiority but because of .social 
laetois ILklavya. I9H4;6] 

Thus, in order to understand the social, 
political and historical factors which have 
created this language hierarchy, one has to 
ItKik outside the linguistic terrain. 

LiNdt'isiK DivhRSirv A.Ni) Tiir- Eiiiiiin 
.ScHl-.DUl.t 

India is culled ajiiiguislie giant. Wc should 
all he familiar with a few facts about our 
linguistic diversity and about the 
eoivstiiutional process which has taken place 
to lame this giant. 

— The 1961 Census recorded 1,652 moilici 
tongues in India. At least 2(K) of lhc.se h.id 
lO.OlM) or more speakers each. Tribal 
languages cunstilutcd a quarter of the 1.652 
inulher longues, and some of them such as 
Santhali. Gondi and Khasi could be couiiicd 
as major languages [Krishna 1991:11|. 

—The corresponding 1971 and 1981 Census 
figures for mother tongues are 221 .iiid 106, 
respectively. The variation in llgurcs is indeed 
pu/.zlmg. It IS lound that from the 1971 
Census onwards, the census commissioner 
was advised to drop listing all languages 
with less than lO.tXXIsjK'akcrs [Krishnamurli 


in Gupta, Abbi and Aggarwal 199S ISj Suiiii 
Krishna throws some light on tins- "19K1 
Census figures were released to the peiiei.il 
public early in 1988. (’oiiduelcd in ,ill st.iics 
and union territories teseepl .\ssain), the 
latest enumeratioii i.s on the basis ol ni.nn 
language spoken in the household, .nut noi 
the mother loiiftnr (hi f/ia hii\i\ onti h\ 

Urouptiljt tiu lanniiaflfs lofii’lhci iiniln o 

dominant Iwii’iieifu’, a total ol 1 ()(> languages 
have been .separately letognised I lowevci, 
the statistical reduction aeliievcd in tin. 

Census - as many as 48 languages ai e gi oiiped 
under Hindi - does not lelleet the exieiu ol 
the prevailing diversity on the gioimd" 
[Krishna 1991; 11; empli.isis inine| 

The extent ol distortion e.iusei! hy sik I; 
statistical manipulations is importaiii to 
appieeiate. While the hroad nalioiial piciiite 
IS one ol su.stained disersiiv. some ininoiiiy 
groups ■ and their languages - give w.iy 
belore the powerlul hegemonu tendeiu ics 
ol dominant groups. This can happen either 
by eon.seious plaiinmg or by an mexoi.ible 
protvssofprogression. Inthelirsle.ise iheie 
is deliberate attempt to underplay (In Cl .Miles 
Thu eic.iresi example ol lies is the ni.ninei 
of eiuimeralion ol languages in the i ensus 
as staled above. The 1961 Census, 
rceogiiisiiig diveisitv down the line, hsied 
all mother tongues 1 1,652) lound aiming hie 
people. Yetthc 1981 ('ensus rceogiiiseU only 
u lew ol these. Hindi speakers aecouiiled lor 
30.37 per cent of the total |iopulatioii in 1961, 
declined slightly to 29.67 pereeni in 1971, 
but apparently losc dramalically in the next 
decade. In 1981, the Hindi imibrellaeMeiided 
over 39.94 pei cent ol the total population 
as a result ol clubbing so-called lelaled 
languages together Similarly, in 1961 there 
were about 15 imllioii Oiiva speakers, while 
two decades latei the imnihcr had doubled 
to an estimated 30 million In die same stale, 
speakers ol the tribal l.mgiiagfs, Kliana and 
Rhuniji, recorded in 1961 and 1971. wcic 
leduced from 1.4 lakh and 91 ,(I(X) io49 OtXJ 
ar.d 28.208, respectively [Krishna 1991. 29 
and 341 

— The teal Imgiiislie diseisiiy is obviously 
not lellecled i:i the original l-aghlli .Scliodi..e 
(l■,.S),oureonsllUlllonaldls[H•l 1 salloll It listed 
only 14 languages lAssamc.se. tiaiigla. 
Gujarati. Hindi. Kashmiri. K.iiinada. M,ii'<'ithi, 
\Lilayalaiii, (4riva, Punjabi. Tamil. 'I'elugu, 

I hdu and Sanskrit) 

- In 1967 Sindlii. and in the Lite l9K0s 
Nepali. Konkani and Manipuri were also 
incorporated, bunging the number ol FiS 
languages to 18. Given the status of National 
Olfieial Language (NOL) in 1950, Hindi in 
Devanagin seri|il was to be the language of 
the union and of the centre-state exchanges. 
It was provided that the stales would be free 
to use any ol the other languages listed m 
the ES for administrative purpo.scs, along 
with H'ndi. Though English was nol listed 
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in the ES, it would continue in use along with 
Hindi as an associate official language for 
a period of 15 years, up to the year 1965. 
This deadline has since been postponed sine 
die. As NOL Hindi was to be developed by 
assimilating elements of all other official 
Indian languages including Sanskrit, and it 
was to take over all functions that a national 
language is expected to perform (Gupta Abbi, 
and Aggarwal 1995:2], So our multilingual 
country with hundreds of spoken languages 
has only 18 official and constitutional 
languages and u single 'national’ language 
which continue to operate at tenuous ‘parity’ 
with English 

A few more facts: 

— Sanskrit, claimed as mother tongue by 
only a few hundred people, is included in 
the ES. 

—None of the tribal mothertongue languages 
such as Santhali (36 lakhs), Bhili (12.5 lakhs), 
Lammi (12 lakhs), etc, find mention in the 
ES. while Ku.shmiri (24 lakhs) and Sindhi 
(12 lakhs) are comstitutionally recognised 
(figures from 1981 Census). 

— The 1981 Census lists Hindi speakers at 
around 26 crores. This subsumes a large 
number of mother tongue languages including 
tribal languages grouped under Hindi. It gives 
rise to a fake impression that all these 26- 
crore people speak constitutionally 
recognised ‘Khari Boli’, hence the myth of 
'thcHindi belt'. Accordingtothe 1981 Ceasus 
figures wc are suppo.scd to believe that 90 
per cent of the Indian population mainly use 
one or other scheduled language (Gupta. 
Abbi and Aggarwal 1995:5J, which is not 
a fact. 

The ES has given rise to new hierarchical 
ordering of languages. There is English which 
IS not even listed in the ES. which is above 
ES and may be termed supra ES language, 
ranking higher than any Indian Language. 
Then there are languages of the ES with an 
inbuilt cleavage between Hindi and other 
languages. Within the ES. but ranked a rung 
lower than Hindi are these other 17 languages 
(the regional languages) with their allotted 
states and territories or zones of power and 
influence. The rest of the languages are what 
might be termed as infra-ES languages. There 
is lurtherdivision. While some languages are 
patronised by such agencies as the Sahitya 
Akademi which recognises 21 Indian 
languages and English, some other languages 
are co-opted as languages of education at 
primary and middle scIkk)! levels (the number 
used to be 67). Finally at the lowest level 
there are languages such as Bagri, Harauli, 
Bhojpuri. etc. which are called dialects of the 
languages of the ES or the tribal languages 
such as Kharia, Ho. Tangkhul Naga, Gondi, 
Korku, etc (Gupta. Abbi and Aggarwal 
1995:6]. 

Clearly the ideology of assimilation 
permeates the ES. A look at the constituent 
assembly debates (CAD) of 1949 and the 


report of the Official Language Commission 
(CK311957] helps us to understand the politics 
underlying the Eighth Schedule. We are at 
a loss to find any demographic, cultural or 
linguistic criteria for inclusion or non¬ 
inclusion. For example, a number of 
languages with developed literary traditions 
and large numbers of speakers do not find 
any place in the ES. Language policy having 
been inherently ambiguous, inclusion in the 
ES has evidently depended largely on the 
ability of a language group to influence the 
political process. “Perhaps the languages 
that found strung and articulated support in 
the Constituent Assembly Debates (CAD in 
1949) plus the ‘mother’ (not in the sense of 
genetic affiliation) of most Indian languages 
viz Sanskrit, got included in the ES, while 
the others were left out (Gupta. Abbi and 
Aggarwal 1995: 3(. In 1956 reorgani-sation 
of the states took place on the basis of the 
languages listed in the ES. One important 
anomaly in the process was that Urdu was 
decided as the state language of Kashmir 
instead of Kashmiri, the ES language 
universally spoken and used in the state. 

The ES takes no cognisance of various 
languages. Empowering a few has 
impoverished and marginalised others by 
exclusion. Consequently, the ES languages 
have gained power, recognition and prestige 
as ‘mainstream’ nr ‘standard’ languages. The 
others have been left to languish with 
demeaning labels such as ‘dialects’, ‘minor 
languages’, 'tribal languages’ and so on. 


Education, the judiciary, administration, 
mainstream trade and commerce, national 
communication networks and media, even 
most non-government organisations - all 
use the ES languages, totally ignoring the 
vast majority of Indian mother tongues. 
Ironically, a foreign language not listed in 
the ES enjoys maximum prestige. “Clearly, 
there is no equality - either intended or 
actual” (Gupta, Abbi and Aggarwal, 1995:4). 

Language, Education and Social 
Mobility - Enduring Myth 

By not acknowledging the multicultural 
and multilingual ethos of Indian society, and 
by imposing one ‘national official language’ 
the rulers clearly chose the course of national 
a.s.similationQverthe coexistence of multiple 
nationalities. In order to achieve this 
.subjugation of minority language groups, 
.suppression of their aspirations thmugh force 
and violence became neces.sary. Struggles 
emerged in the posl-indcpcndcncc era for 
linguistic, cultural, political and economic 
autonomy. But these have been brutally 
repressed by the Indian state. 

However, there arc more insidious, 
seemingly peaceful, methods for imposing 
dominant ideology which have wide 
geographical outreach and social legitimacy. 
Education is one vital area where various 
subtle pr(x;e.s.ses help in stiengthening the 
language hierarchy. “In the process which 
leads to the construction, legitimation and 
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imposition of an official language, the 
educational system plays a decisive role” 
slates the French sucioingist Pien'e Bourdieu. 
“He (the primary school tcacherj, by virtue 
of his function works, daily on the faculty 
of expression of every idea and every 
emotion: on language. In teaching the same, 
clear fixed language to children who know 
It very vaguely oreven speak various dialects, 
he IS already inclining them quite naturally, 
to see and feci things in the same way, and 
lie works to hui Id the common consciousness 
ol the nation." Bouidicu fuither adds, "The 
educational system, whose scale ol operation 
grew in extent and intensity throughout the 
nineteenth century, no doubt directly helped 
to devalue the popular iiukIc of expression 
dismissing them as slang’ and ‘gibberish’ 
and to impose recognition of the legitimate 
language. But it was doubtless the dialectical 
lehuioii between the school system and tlie 
labour iriaikct - or, nioie precisely, between 
the uniiication ol educational qualifications 
valid nationwide, independent (at least 
officially) ol the social or the legional 
characlerislics of their bearers, and the 
uniiication ol the labour market (including 
die developiiieni ol die state administration 
and civil service) - which played the most 
decisive role in devaluing dialects and 
establishing the new hierarchy ol lingiii.slic 
piaclices” IBourdieii Id‘J I •.49|. I'o 
understand this in our situation we shall 
discuss a couple of examples. 

In a meeting of primaiy .sciiool resource 
icachers in Bhopal, there was a session on 
le.ic!iing ol language to primary school 
childicn. The discussion was facilitated by 
a voluntary organis.ition striving to make 
piiinary education more loylul and 
meaningful lor children 

All over oui country, in spile of years of 
schooling, the level ol reading and writing 
skills achieved by school children is found 
to be horrifyingly low. Given the 
government’s alarm over low literacy rates 
and the spectre of illi'eracy ever increasing 
becau.se of the mefliciem education system, 
universalisalion of elementary education 
seems a distant reality. The principle reason 
lor low language skills is that the child is 
torced to unlearn her mother tongue and 
learn a language alien to hei milieu. Now 
widely accepted, this realisafon has led to 
reiteration of the (ledagogical maxim that 
'the mother-tongue should be the medium' 
of early childhotHi education. However, 
problem lies in actually applying this 
principle. Even progressive and sensitive 
individuals fear that getting bogged down in 
mother tongue languages would take people 
and country backwards. Clarity and 
conlldencc to deal with this issue can be 
achieved only by fathoming ideology of 
unification and assimilation and its impact 
on people’s lives. Without this it is diftlcult 


to appreciate the importance of struggle for 
regional autonomy, the concept of multiple 
nationalities and hence the need and 
desirability of retaining linguistic identities. 

In the re.sourcc teachers meeting at Bhopal 
the participants worried that it children are 
taught through their mother tongue languages, 
which in Madhya Pradesh may be a tribal 
language or a so-called dialect of Hindi, how 
would they ever learn the standard Hindi'.’ 
The implication seemed to be, if the plan foi 
leaching children the mainstream language 
is not clearly formulated, they would remain 
backward despite formal education. It 
appeared as if the participants believed that 
the primary objective of formal education is 
to leach children the mainstream language 
and bring them into the mainstream. Their 
argument seem to convey that education in 
mother tongue has already taken language¬ 
teaching one step backwards, and the main 
concern was how would the children ever 
learn the standard language. Even the teachers 
were not con vineed that learning should begi n 
in the mothcrtongue.Torclicvelheiranxiety, 
the higher-level resource pci sons had a sure¬ 
fire recipe: “We arc building up inventories 
of equivalent words and bridge language". 
Their worry thus addressed the concerned 
teachers heaved a temporal y sigh of rebel 

It IS now e.stabiished in educational lield 
that communication with children is not 
possible III standard language, that children 
do not learn messages ’transacted’ in alien 
languages. However, political compulsions 
will not allow strengthening of mother 
tongues. Issues are resolved without even 
addressing them, exactly as it happened at 
the Bhopal meeting. Preparation of 
inventories and bridge language was 
suggested as a way out. Now, the idea of 
inventory and bridge language cannot be 
refuted perse. However, since the objective 
in the present context is to make children 
leain the mainstream language and imbibe 
the language hierarchy, it has to he examined 
more carefully. Suggested as solutions, 
without even unilcrstanding the nature of the 
problem or without even identifying the 
problem, its socio-political roots and its 
implications in children's lives, serious 
educational tools can be reduced to the level 
of gimmicks. A good opportunity to discuss 
the complex issue of language with the 
resource teachers was lost. Was it ilue to 
innocence, or lack ol political will'.’ 

The literacy campaign launched under the 
National Literacy Mission also suffers from 
the same anxiety regarding people’s 
language. While ’empowerment' ol people 
is the stated long-term goal, this is often 
interpreted as the ability to properly address 
the stale machinery and comprehend ns 
directories and propaganda. Thus, 
‘emimweriiicnt’ is only possible if people 
become literate in the official language. In 


fact, both official and voluntary iinplementors 
of this line have voiced fears ili.il any alieiiii'i 
to give a central role to moihei toiigiies ui 
the literacy chive would only 'eiicouMge 
forces of national disintegraiion' I-.veii il 
pedagogical reasons are more coinpelhiig. 
people’s languages can only be given a 
controlled initialing role, the goal being 
competency in ollicial language only 
There could be .mother concern .is well, 
that ol. culluial suppression r-aicoui.iging 
spoken languages would geiiei.iie piessuies 
and demands loi printed and punlished 
resources in these languages This would 
result in respectability and status lor the 
people’s languages and then wiilers As 
African writer Ngugi Wa riiiongo s.iys, 
’’Ficonomic and political control can nevei 
be complete or eflective wilhoul mental 
control To conliol people’s ciiliuie is to 
control (heir tools ol sell-deliimion in 
relationship to olhers’’ He furlhei writes, 
’’Languages as communication and I'lltiire 
arc then products ol each other. 
Coiiiinunicalion cieates culture (’iilluie is 
a means ol communic.itiun Languages c.iiry 
culture and culture caines, paiticuhirly 
through oral and written litei attire, the entiie 
body ol values by which wcconie to pcrcei ve 
ourselves and our place in the woihl How 
peopleperccivethcmselves.illects how they 
look at theii cuhiirc, at then politics .md at 
(he social production ol wealth,.it then eiitiie 
relationship to nature and to other beings, 
l.angtiagcs thus insuperable loi omselves as 
a community ol human being:, with a specific 
lorm and chaiactei, a specific history, a 
specific relalioiiship to the woild" |Ngugi 
Wa Thiongo, /)<-t o/wii.w/ig the 

Appealing to piaclic.ililv. educalionists 
rai.se issues, such .is bringing out published 
material in.so many laiigu.iges being dillicult, 
unwieldy and hence not feasible. Inre.sponsc, 
we could ask why should education and 
supplementary reading m.iieri;il. or lor that 
matter any published material, be pioduced 
undei centralised contiol anyway'.’ Why are 
not a lot more people involved in the process 
- ol writing and publishing.’ 

Another a,pect of the le:iiiling process 
involves people's expectation and hopes. 
When childien :ire taught to use their spoken 
language, teachers oltcn repoit patents’ 
o.splcasure. People st'iid tlieir ehildien to 
schools hoping that lormal education will 
give (hem a chance lor upwaid mobility. 
Chhallisgarlii migrant women workers 
admitted to starving themselves with one 
meal a day to save money to educate their 
children .so th.it the lutiiie would be di ffereiu. 
At the extrenie is tlie widespread demand lor 
English medium schools right down to small 
town, kasha and even village level. 1'his 
hoiic generated in jicople by Ihe education 
sy.stcm is proving to be a strong factor lor 
consolidation ol official l.mguages and even 
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English. It is another matter that upward 
mobility will remain a distant dream for a 
large mtijority. Ironically, this strengthens 
the conviction for the need of struggles for 
people’s languages. 

As stated above, prixJuction of reading 
materials, mostly primers and supplementary 
reading materials, is a highly centralised 
process, and con.sequently, resources are 
utilised in strengthening the language 
hierarchy. Encouraging spoken languages in 
educational field could create a demand fur 
reading materials in these languages. This 
demand would not only influence the content 
of the books but would also result in 
enhancing the language respectability. For 
the powers that be, this is not a desirable 
situation at all. I'hcy prefer to let the myth 
pcrsi.st that spoken languages do not have 
scripts, that they are backward, lacking 
literary richness and hence arc not fit for 
formal discourse. 

Burdened both by their own social 
backgrounds and by prevailing values and 
ideology, teachers' andcducationi.sts' attitude 
towards mother tongue education is one of 
disdain for something done under 
compulsum. While ordered to communicate 
with children in a mother tongue, they are 
not expected to properly learn or speak the 
language thcm.sclve.s. Thus, education again 
serves as a tool for rea.sscrting the hegemony 
of the official languages. Obviously, this is 
consonant with the actual state policy of 
reinforcing the supremacy of certain 
languages over others. 

The conde.scending and negative attitude 
towards ‘local’ languages naturally gives 
rise to resentment. In a new scheme of things, 
such resentment can be channelised 
creatively. Simple exercises of putting down 
in .script the children’s everyday spoken 
language, oral literature and history results 
in disbelief and joy. This kicks off a proce.ss 
of experimentation with linguistic skills as 
people insist on writing whatever comes 
to their mind. Literacy acquired in this 
manner would be different from the official 
version. 

When probed, ordinary people usually 
come out with clear reasoning. They went 
to learn the standard language to deal with 
government officials, otherwise they will 
not be considered literate and their voice will 
not be heard. But never do they believe that 
standard language will replace their spoken 
language. The distinction they make is 
very clear. They want a language of power 
to acquire power, but not by suppressing 
their own languages. Obviously, this points 
to the need to building a multi-language 
milieu. 

To conclude, 1 would like to po.se a 
contradiction regarding the dominant role of 
a single language m defining nationalities 
Nationality, even if .sought to be defined 


within the existing boundaries of nation¬ 
states. is a macro concept, it u.sually docs 
violence to the cultural autonomy of minonty 
groups by imposing macro, monolithic 
parameters of defining nationality. The 
richness of the linguistic mosaic at micro 
level and the interwovenness of the 
complicated cultural tapestry contradicts this. 
Thus, national movements of liberation 
invariably run the risk of turning equally 
oppressive fur their own minorities. 
Hegemonic formations and designs arc only 
replicated in the new context. 

Much creative thinking is needed to come 
to terms with the existing reality of 
multilingual diversity. Recognition of it 
actually means mure participation - more 
writers, more teachers, more richness in 
styles, more autonomous interaction between 
people of different language groups as 
opixised to centralisation. We do not place 
ourselves with muscologi.sts seeking to 
preserve present languages and predicting 
doomsday for a number of dialects. The 
emergence and growth of languages is 
integral to the large living process of people 
and cultures. Stunted cultural growth forces 
many linguistic-cultural groups into culture 
of silence. The full might of the dominant 
cultural apparatus and state police gets 
deployed to do this under the garb of 
development and mainstream assimilation. 


How can this destructive tendency be 
countered or replaced? Can nationality 
movements, themselves growing out of revolt 
against oppression, evolve an understanding 
of this contradiction and ways to handle 
it? To accept multilingual discourse as 
something natural, that needs to be 
encouraged in all spheres of life with all its 
implications and ramifications - this, I feel, 
would be a necessary minimum condition. 

[This paper was presented at the International 
Seminar on Nationality Question organised by 
All India People's Resistance Forum, held in 
Delhi from February 16 to 19, I9<>6. I wish to 
thank Kaiiial Muhendroo for helping me in 
developing the ihcme and Mira Sadgopal for 
helping me in editing and preparing the final 
version of this paper. | 
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REVIEW ARTICLE 


‘Crisis’ of the 1980s and Changing Agenda of 

‘Punjab Studies’ 

A Survey of Some Recent Research 

Surinder S Jodhka 

Despite it having occupied the front page of Indian newspapers for more than a decade, the movement for an 
independent state of Khulistan has ended without achieving anything in political terms. However, the 'crisis’ of 
the 1980s has had far-reaching implications, both for the people of Punjab and for the Indian polity at large. 
At another level, it has led to the institutionalisation of ‘Punjab Studies’ in the global academy. 

Based on a review of .some of the recent researches on the movement and the Sikh history, this paper tries to 
identify emerging trends in ‘Punjab Studies' and understand the nature of the shift being experienced in the way 


Punjab/Sikhs are lepresented in act 

THE movemem for an independent state of 
Khalisliin that started in the late I970s/early 
1980s is. in some sense, over. Despite it 
having occupied the front pages of the Indian 
newspapers for over a decade, it has ended 
without achieving anything at all in ptditical 
terms. However, its implications are far tiw 
many to let us believe that the turmoil that 
lasted over a decade is a thing of the pa.st. 
Apart from its effects on the Indian polity 
at large, the 'crisis' of the 198()s has 
.significantly changed the Sikh image and 
brought about a shift in the way Punjab is 
rcprc.sented in popular imagination or in the 
academic wntings on the region. 

The state of Punjab was once thought of 
as a land of pro.sperity and progress, an 
example, par excellence, of the economic 
achievements of India during the post- 
independence period. Although the ‘green 
revolution’ was experienced m other parts 
of India as well, it was Punjab that acquired 
the status of a 'rcpre.sentativc sample’ of 
the economic progress that the ‘nchruvian 
model’ of development and planning could 
achieve. It was a source of pride fftr the 
national elite. 

This representation, dominant almost 
until the middle of 1980s. projected Punjab 
primarily in economic terms. Punjab, above 
ail. was a dynamic economy and it acnieved 
this dynamism thanks to the jat Sikh farmers.' 
The .social scientists working on Punjab also 
remained preoccupied mainly with different 
aspects of the development process or 
economic changes, particularly those being 
experienced in the agrarian sector. 

However, the recent literature on Punjab 
tends to focus on very different questions. 
The ‘crisis’ has not only led to a change in 
the kind of questions being addressed, but 
it has also resulted in a more fundamental 


lemic writings. 

shift in the way the region is represented 
tixJay. Hie new writings, I would like to 
suggest, tend to project Punjab largely in 
cultural and political terms with a ccnirul 
ftK'US on questions relating to thoscol religion 
and politics of .Sikh identity. 

1 

The political crisis of the 1980s naturally 
created a great deal ol curiosity and interest 
about **unjahand the Sikhs. This new interest 
also generated a fiesh demand for literature 
on Punjab/Sikhs leading to quite a large 
number of publications on various as|iccts 
of the subject - ranging from 'culture and 
tradition' of the .Sikhs, causes of the 'crisis', 
history and politics of the region, clhnic 
rclations and ‘nationality question’ to purely 
theological studies of the Sikh faith. Although 
some scholars had been working on these 
questions earlier also, the political crisis 
provided a new demand and a new context 
for the literature on the region. 

At another level, this new interest has led 
to. what can be described us. the 
institutionalisation of‘Punjab Studies' in the 
global academy. Professional journals 
focusing exclusively on Punjab or Sikhism 
have been launched and new researcl’ 
institutes specialising on the subject have 
been started.- Some western uni versi ties now 
have chairs devoted exclusively to ‘Sikh 
Studies’ and there arc courses being taught 
on ‘Sikh Tradition'.’ To put it diftercnily. 
the crisis of the 1980s gave a new visibility 
to Punjab and the Sikhs. As Hawley and 
Mann rightly pul it, ‘Ten years ago it was 
common forintroduclory textbiwks in world 
religion to dispcn.se with Sikhism by means 
of a paragraph inserted in the section on 
Hinduism. No longer. Political events of the 


lust decade have made it plain that such ah 
approach is seriously askew. And if that is 
true when the Sikhs are studieil from the 
point of vtcw of then icligion. it is no less 
true when they arc studied for their history, 
their literature, or their identity as an ethnic 
community abroad” {Hawley anil Mann 
19»).V.1.2|. 

This paper locuscs specifically on some 
recent writings by professional social 
scientists anti historians on the subject. The 
concern here is not to provide a review of 
the entire literature published .since the‘crisi.s’ 
but to identify broad trends and new di rections 
in the field of ‘Punjab .Studies' iluring the 
last decade Some of the studies reviewed 
below may not have anything to do with the 
current politic.il siiu.ition Their publication, 
however, tioes have a hearing on the issues 
raised by the Khalisian movement. In fact 
some ol the.se historical wiiiiiigs on Sikhism 
have generated strong leactions Iroin within 
the Sikh community it.>clf 

li 

The recent resean hes on Punjab can 
broadly be divided into two categories. First, 
those written diicctly in response to the 
political crisis ol the 198(K These include 
early attempts at idcntilying the ‘causes’ and 
explaining the political crisis in Punjab'* that 
wcic followed later by more analytical studies 
of the contents and context of the Khali.stan 
movement.’ 

The second .set of researches arc mainly 
historical studies or those on Sikh society/ 
religion in general without being directly 
concerned with the immediate political 
context yet inspired, to a significant extent, 
by the recent crisis.** Perhaps, the most 
xignificant contributions in this category arc 
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the works of Harjot Oberoi and Richard Fox. 
The importance of these works lies as much 
in thetr use ot new theoretical categories 
and frameworks for interpreting Sikh hi.story 
iUi in the way the.se writings have been 
received by the students ot Sikh history or 
by those who claim to speak for the 
‘community’. 

Among the ‘theories' or explanations of 
the ‘Punjab crisis’ oflcred in the early 
writings, pci haps the most popular was the 
thesis of communalism. Conceptualised 
generally as an ideology that mobili.ses 
competing intcresis and diflerent ‘classes’ 
of people belonging to a particular religious 
grouparoundsymbolsihatconceal their ‘real’ 
interest, the thesis of communalism stressed 
on the inherent lalsencss ot the Sikh 
grievance Tliusaccordingtothis fornitilalion, 
while in ‘reality’. being adiffereiitiated group. 
Sikhs as a community did not share any 
common interests, the ideology of 
communalism was used by the community’ 
leadci s to propagate the myth that all believers 
in the I aith also had common socio-economic 
and political interests and should therefore 
unite against the stale rcpiescniing the interest 
of the Hindu majority. 

F.quaiiy popular lias been the thesis that 
explains the communal and ethnic tensions 
in contemporary India by relerring to what 
could be called, ‘elite manipulations’. As 
one of the commentators writes in the 
introduction to her edited bimk on Punjab, 
“exploitation of religion for political gains 
has become a permanent fcaltirc of our 
political system, posing a serious threat not 
only to the national unity, but also to the 
puiity of religion and sanctity of religious 
placc.s’’ [Samiuddm l9K5:XIXj. 

Another set of scholars strcs.scd the 
‘determining’ role of the economic causes 
(»f the ethnic tensions in Punjab. Thc.se 
explanations liKated the communal tensions 
in the contradictions produced by the ‘green 
revolution’ and the nature of socio-economic 
changes experienced in the rural economy 
of Punjab during the past four decades or 
so. While on the one hand, the economic 
prosperity brought about by the agrarian 
changes gave rise to a new class among the 
Sikh farmers who had surplus to invc.st but 
found It difficult to compete with the well 
established trading community of the Hindus 
m urban Punjah, on the other, capitalist 
uevelopitieni in Piinjabagriculturc increased 
inequalities and created discontent amongst 
those who did not benefit from the ‘green 
revolution’.’while this argument isccrtainly 
more specific and provides useful insights 
into the nature ol changes experienced in the 
Punjabccoiiomy.lhiskindol ‘cultural materi¬ 
alism’, to use Fox's term [Fox 1987), still 
leaves many questions unanswered and 
provides no autonomy at all to the sphere 
of politics and culture. 


Yet another kind of reductionist argument 
has been offered by Vandana Shiva in her 
hook Violence of Green Revolution. 
According to her, the green revolution led 
to a destruction of community and 
homogenising of social relations on purely 
commercial criteria. This change from 
relations based on mutual obligation to those 
ot the market had far-reaching effects. 
"Atomised and fragmented cultivators related 
directly to the stale and the market. This 
generated on the one hand, an erosion of 
cultural norms and practices and on the other 
hand, it sowed the seeds of violence and 
conflict” [Shiva 199:171). Some others saw 
the communal mobilisations among the Sikhs 
as a response to the anxieties generated by 
the process ot modernisation where the Sikhs 
felt a crises of identity and the fcarof a.ssimi- 
laiion in Hinduism [Singh 1984; Bomhwall 
198.*)). 

Much of these early explanatory 
formulationsof the Punjaberisis were offered 
without any close analysis or study of the 
actual political processes in Punjab. They 
were drawn from some broad frameworks 
or perspectives oniheindian political proccs.s- 
cs in general. For example, the thesis of 
‘communalism’ or ‘regionalism’ saw the 
political mobilisations in Punjab only as an 
instance of the broader problem of 'national 
integration' The very naming ot it as ‘a 
crisis’ or ‘a problem’ rcndcicd the need 
for a serious understanding of the specific 
context and the contents of the movement 
ii relevant. 

In some sense, the early literature on the 
‘Punjaberisis’ i.s representative of the manner 
in which the questions ofethnicity and identity 
have been viewed in contemporary India. 
The dominant approach to the question of 
ethnic or communal relations has teen ‘cri.sis 
oriented', looking at them c.s.scntialiy from 
the point of view of nation building and 
modcrnisation/dcvciopinent. Much of this 
literature appears to be operating within the 
evolutionistic assumptions of a universal 
model of .social change where anything other 
than secularisation isscen merely as ‘acrisis’. 
And secularisation, in this framework, is 
.seen more as a mechanical process that must 
accompany the changes in economic sphere 
rather than a question of politics." 

Further, being preoccupied with offering 
‘solutions', such analy.ses, as Gupta rightly 
points out, "oo not provide an analytical 
foundation tocxpiain why ethnic self-images 
and perceptions are what they are...the 
problem itself is often explained away by 
putting the blame. ..on the wi iy manipulations 
and ideological machinations of the 
politically motivated leadership of the 
respective ethnic communities”. And “the 
distinctive character of ethnic images and 
the context in which they are fashioned are 
often overlooked” [Gupta 1992;223|. 


Ill 

Thedccadeofthe 1980$ not only witnessed 
a turmoil in the state of Punjab but also an 
overall crisis of the paradigm of ‘nation 
building’. Various ethnic movements in the 
north ca.stcrn states, a popular separatist 
movement in the .state of Kashmir and the 
rise of a pan-Indian Hindutva identity 
appeared almost simultaneously along with 
the crisis in Punjab. These developments 
brought the question ofethnicity to the centre 
stage of Indian politics. The political crises 
of the I98()s became a context for fresh 
debates around the ideas of secularism, nation, 
modernity and development in light of the 
cultural and historical specificities of ‘post- 
colonial’ societies such as India (Nandy 1990; 
Madan 1993; Chatterjee 1994; Dhareshwar 
1995; Chakraborty 1995]. A iliscussion of 
these debates alone could well become the 
subject matter for a separate paper! However, 
reference to these writings is made here in 
order to emphasise that the more recent 
writings on Punjab should he read keeping 
in mind these debates and the new spaces 
that have been opened up in the academic 
discourses on Indian politics duiing the last 
few years as a result ol these writings. 

Oitc of the first .systematic works on the 
Khalistnn movcincni was Jurgcnsmeycr’s 
(1988) paper on ‘The logic ot religious 
violence: The case of the Punjab’ Based on 
a content analysis ol Ihc speeches ol 
Bhindcranwale. the religious leader ot the 
Khalistan movement, Jurgensmeycr tried to 
locate the source of justification lor the use 
of violence in Ihc name ol religion in Punjab 
during the 198()s. He argues that it was not 
.siifficicnt to explain the crisis m Ihc state 
purely in socio-economic or political icrms. 
Perceptions of tho.se who participated in the 
militani movement or coniniilled violence in 
Ihc name of religion were al.so crucial. He 
argues that to a certain degree, the Sikh 
militants were right when they claimed ’.hut 
they acted out ot religious convictions and 
felt offended when their actions were 
attributed to .some other ‘secular motivc.s’. 

Viewed from this phenomenological 
perspective, violence m Punjab cannot be 
understood without giving centrality to reli¬ 
gion. Most religions, Jiirgcnsmcyer argues, 
have a notion of cosmic order and invariably 
also provide justification for the u.se of 
violence to maintain this order. Looked at 
in this perspective, he argues, the militant 
movement in Punjab was an instance of a 
religious struggle emanating from apcrcei ved 
threat to the cosmic order. It was this 
perceived threat that provided legitimacy to 
violence from within the religion [Jur- 
gensmeyer 19881. 

Das’s work on ‘the Sikh militantdiscoursc’ 
has a more sociological focus. The militani 
discourse, she claims, “is part of the political 
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language being evolved by the militant 
movement to create a politically active 
group...sought to be created out of a 
heterogencou.s community that can function 
as an effective political agency in the context 
of the .structures of the modern state in India” 
[Das 1992:245]. Language of the Sikh 
militant discourse. Das argues, should be 
viewed in the context of ‘the contemporary 
political culture in India rather than being 
a trace or remnant of the past’. Central to 
the discourse is the tisc of rigorous dualisms 
‘in which masculine and feminine, Hindu 
and Sikh, state and community, function as 
counter concepts.” 

For Das. language performs the function 
of producing a particular kind of reality rather 
than representing it. Therefore, idcniitics arc 
not fixed or unchanging but. “are produced 
anew in every period and narrative”. 

Masculinity, according to Das, is the 
defining feature in the way the Sikh 
community is constructed in the current 
militant discourse. The corresponding 
feminine, in this context, is identified as the 
‘Hindu’. And the anxiety of the coniinunity 
is articulated as the danger ol “the feminine 
other destroying the community by robbing 
it of its ma.sculinity and bestowing on it a 
feminine charactci” (p 252). 

Tills conslmcl ion of the Sikh anxiety would 
perhaps also suggest that the militant 
discourse articulates the threat to the Sikh 
community more in cultural terms rather 
than in political terms tthe fear is that of 
assimilation and not of extinction). 

One of the inieresttng observations she 
makes in her paper is regarding the shift in 
the construction of ‘the Sikh enemy’ tir the 
‘other’, Irom ‘Muslims’ to ‘Hindus’. For a 
lung period of their history, the Sikhs 
represented historical events in terms of the 
antinomies between the Sikhs and the 
Muslims in which the Hindus were the weak 
partners of the Sikhs. After the partition, ‘the 
strong opposition between Sikhand Muslim’ 
Wits neutralised because the two shared a 
minority status in a Hindu majority slate. It 
would have been interesting if Das had 
developed this point a little further so as to 
sec what implications this shift in tlie ‘relevant 
other’ from Muslim to Hindu has had on the 
Sikhself-image.Fcmiiiinity.asDas.suggc.sis, 
is con.stmctcd as an att.ibutc only of the 
Hindu and not oflhc Muslim. So, how did the 
ma.sciiline-famininc dualism work when the 
‘relevant other’ was not defined as feminine'.' 

Some other issues that Dus analyses in her 
paper include the way contemporaneity is 
created between non-contemporaneous 
events; the weaving of individual biography 
into social text through the use of local 
knowledge; and the way violence is justilled 
by referring to the compulsions of the 
contemporary political context and to 
mythological motifs. 


Joyce Pettigrew’s work (1995) also 
focuses on the recent militant movement in 
Punjab but unlike the works of Jurgens- 
meyer and Das, Pettigrew’s work is based 
on first hand field work carried out during 
the closing years of the militant movement, 
ic. 1992-93. 

Along with an analysis of the violence 
experienced by the people ol Pun)ab in their 
everyday lives during the Khalistan 
movement, her language also provides a led 
of the situation in the state during the heyday 
of militancy and the police violence in the 
state. 

Her attempt is to document the unheard 
voices of victims of state and guerrilla 
violence during the “Sikh resistance to the 
I ndian state i n t he y car 19K4-9 2... t he I ami 1 1 ar 
problems of very ordinary people m keeping 
themselves alive through limes of terror, 
while attempting in some cases, but not all. 
to retain dignity as they know it” IPcitigrcw 
1995; VII]. 

Her book. The Sikhs of the Pwtjah, has 
a very complex structure and her arguments 
arc not always free from tensions. Most of 
these tensions emanate jierhaps from her 
own location as .someone who is deeply 
disturbed by the repressive violence ex¬ 
perienced by the people of Punjab and as one 
who seems to he sympathetic towards the 
movement while at the same time being lar 
too familiar with the rcaliticsof Sikh society, 
the social dimensions and the internal 
contradictions as to be uncritical of the 
milit.ant politics. 

Pettigrew functions at two levels. First, 
she oilers a descriptive and moving account 
of the everyday violence as experienced by 
the people of Punjab. This account is 
presented with the help of life histories of 
those who became militants, statements of 
those who were tortured by the police and 
expressions of violence In the Punjabi folk 
literature. 

At the second level, she provides a critical 
analysis of the Khalistan movement. 
Summarising her assessment in the 
concludingchapter, she argues that whilcthc 
Sikh values of ‘Sarbat Khalsa’ (welfare if 
all) provides an ideological basis to Sikh 
nationalism, thejat social stnicturc and other 
divisions amongthcSikhsmanagetofnistratc 
such a po.ssibility. As she writes “ . feud., 
and factions within rural .society divided the 
resistance to the state, aiding and abetting 
their own elimination. Jat social .structure 
could not ‘carry’ Sikh values. An additional 
difference of perspective, between those in 
the rural areas and a rich urban class among 
the Sikhs, aided the reprcssioii process” 
(pp 189-90). She al.so noticed an anxiety 
among the urban Sikhs of a possible jat 
domination over them if Khalistan were to 
become a political reality. Thus for many 
Sikhs the choice, it seemed, was between 


'Hindustan' (India) and ‘Jaiisian’ - the so- 
called independent Sikh slate. 

Another work that stresses on the question 
of caste in the militant politics is that by 
Dipankar Gupta As' uggcsicd by Pettigrew, 
Gupta Uk> points to, wh.it can he described 
as. the ‘Jatisation' of the .Sikh self-image 
during the militant movement. 

The scope ol his book. The Contest of 
Ethmettx: Sikh Identilx in o ConiiHirntive 
Perspeetive, is. however, more comprehen¬ 
sive than the other works on the movement 
reviewed above. It is also quite ilispcrsed. 

He moves fmiti accounts ol the everyday , , 
experiences of the people ol Punjab living 
in interior villages ol the state to hisioncal ■ 
analysis of partition with a locus on its el- ■ 
feels on the city ol Delhi to very abstract . 
critiques oflhc ■posl-inodcinist' pcispeclives 
on ethnic identities. 

‘How could a community like the Sikhs ’ 
dcvciopaiidsustain a minority consciousness ' 
without any foicwarning T was the puzzle . 
that Gupta says prompted him to undertake 
the study. 

Like Das. he too argues that cultural 
identities arc not fised. Rathci, they arc 
“inherently malleable as they are forever 
adjusting to a dynamic and shilling world” 

(p 4). However, the disiinciion between 
ethnicity and commiitialism that he proposes 
IS not as ctsivincing as his general appioach ■ 
towards ■ascriplivc identities’. For him 
ethnicity connotes, "the signification of the '■ 
pnmordially constituted 'other’ as an ! 
outsider” while “communal mobilisations 
do not go on to designate their Iricnds and i' 
enemies as insiders and outsiders, res- 'i' 
pectivcly. within a nation-slate context. In 5 
a communal situ.ition the confrontation is 
between rivals who are both inieinal to the , 
.system, hut make coiiicnding demands on '• 
national rcsouices" (pp b-8). Thus for j 
Gupta, while eihiiic movements articulate | 
themselves around juilitical and cultural | 
terms, coininunal mobilisations are || 
concerned primarily with questions of 
distribution. 

It IS not very easy to .agree with Gupta on 
this II the deliniiig cliaructcri.stic of 
communal mobilisation was to be the 
“contending demands on national re.soua’e.s”. 
then even the regional or caste mobilisalions 
would have to be treated as communalist 
movements. Similarly, in the case of the 
Hnulu-Muslim problem in contemporary 
India that Gupta too treats as a eommunal 
problem, the rhetoric of iiisider/ouisidcr is 
very much a part of the manner in which the 
enemy is constructed in Hindu communal 
discourses. 

Contesting the posi-modernist perspective 
on identities, Gupta argues that movements 
are cither ethnic nr communal only with 
reference to a third party, i c. the nation state. 
Therefore, he suggests that such movements 
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should he approached from a triadic 
perspective "To comprehend the limits and 
potcntialiticsol such mobilisations one must 
necessarily jto beyond the level of warring 
dyads and factor in the triadic element" 
(pp I I-I2> 

Perhaps the most fascinating pan of his 
study is his discussion on the making of 
ethnic consciousness among Sikhs. Of 
paniculai interest is the crucial role that he 
attributes tothe political contingencies while 
answering the question, ‘how a regional 
movement could become an ethnic one in 
a tew short years'*' He rightly argues that 
the context of Punjab cannot be understood 
without giving primacy to the politics. What 
he writes on this is worth quoting at length: 

What Punjab has also dcmonstiatcd is that 
political choices and decisions can create 
ethnic .aid communal tensions equally 
well. The minoiitising ot Sikhs and the 
develojimcnt ot ethnicity in Ptiniab tiM> were 
the consequences ot |Mililical factors and 
calculations which did nol have ahoul them 
the marks of structural inevitability The 
cthnicising ot Puiqab was. theiel'orc. not 
doomed to happen either. Rut once such 
choices are made they have siK'ial conse¬ 
quences which arc tmi wide for any cabal 
to clfectively orchesti.ilc (p 72). 

The way Gupta deals with the whole 
procu.ss of politicisation ot the Sikhs or, what 
Gupta calls, their cthnicisation during the 
decade of the P7K()s to a complete dcpoliti- 
cisation ot the civic life in Punjab, .shows 
how closely he has been following the 
changes taking place in the state. 

Using .someol tlieposi-.siructuralist writers, 
such as Lucan and Rnrth. Gupta offers an 
analysts of. what he calls, ‘the .Sikh Imago’. 
Tlie term imago (derived li om Jacques Lacan) 
refers "to primordial ora.scriplis'c identities 
in times of slnle." oi in other words, the 
making of the .Sikh .self-image during the 
heyday of the Punjab crisis. This imago 
emerged out ot a reaction to its "jicrccivcd 
'other’, the Hindus, who the votaries of Sikh 
imago believed, had wronged them deeply, 
judged them unjustly, and treated them 
without respect" (p 107). However, the ethnic 
situation in Punjab was not just a diadic one. 
The point that Gupta makes here is that the 
‘triad’ had merged with the Hindu ‘other’. 
The Sikhs generally lelt minoritised without 
any real possibility of appealing to a higher 
quarter and reasons for such a denouncement 
are sociological ly speci He and not historical ly 
or culturally predestined.The rcfore.’‘in order 
to understand Sikh ethnicity It is imperative 
that we see the role that the state... played 
in its making” (p lO'J). 

Finally, lor Gupta, (hough ascriptive 
identities are products of .shifting lii.stoncal 
contexts andnotculturologicallydcicrniined. 
he argues against those who sugge.st that 
collective or social identities have no clear 


boundaries or they lack dctlnition and arc 
essentially tuzzy. 

IV 

Identities are obviously facts of history. 
They take shape over a long period of time 
and always in response to a combination of 
factors and a scries ofcxporicnces. Therelore, 
the questions of history arc very crucial 
for those struggling to define their sclf- 
idenlitics and draw boundaries in relation 
toother ‘cultures’. 

Responses to Harjot Obcroi’s book 
Constnictiiin of Religions Bowularies, from 
within the Sikh community isagcxxlcxamplc 
of (his where even an apparently academic 
work IS seen as a threat to their religious 
identity and an attack on the ’community’."^ 
This critical rcs|Hmsc to any attempt at 
hi.sioricisingthcseparatencssof Sikh identity 
IS to be understood, both, in context of the 
[Kiliticui crisis and also as an aspect of the 
Sikh self-tlefinition ii.scif.’® 

Using conceptual categories currently 
popular in western academy, particularly 
those ofthe post-structuralist variety, Oberoi 
advocates a new approach to the study of 
the modern cultural history of India. His 
broader project is to understand and explain, 
what hecalls, “reification of religion in Indian 
society". And he carries out this project by 
undertaki ng a hi.slorical study oft he changing 
sclf-dclinillon among the Sikhs in Punjab 
during the British colonial rule. 

Foi Oberoi, there is nothing self-evident 
about categories such us Sikh, Hindu or 
Muslim, which are but specific construc¬ 
tions rooted in a particular historical epoch. 
Unlike Europe, he argues, religions in 
India were not icificd realities. People did 
not have exclusivi.st self-delinitions, such 
as. Hindu. .Sikh or Muslim. What (hey 
belonged to wasa ‘sacred tradition’ and plural 
identities. 

It was only during the colonial period (hat 
the term religion acquired (he meanings that 
we attribute to it today. By religion. Oberoi 
means, “the whole historical process by which 
a cohesive community of believers comes 
to be produced, consolidated and reproduced 
through a cultural fusion of texts, myths, 
symbols and rituals with human bodies and 
sentiments, often under the aegis of religious 
personnel." This Judeo-Christan notion of 
religion was " rst imposed on India by the 
early Orientalist writings that projected the 
religious traditions of Indian people in a 
language that was completely alien to the 
l(x;al realities. At another level, a similar 
language was used for administrative 
classillcations of the rcligiou.s categories. 
Tlie chaos (hat answers to the questions 
relating to religion created during census 
enumerations carried out by the colonial 
bureaucracy is an empirical evidence of the 


obvious mismatch between the local realities 
and the colonial categories. 

However, Oberoi disagrees with the 
popular thesis, sometimes also articulated by 
Marxist scholars, that tends to explain the 
communal divide in contemporary India by 
referring to the colonial policy of ‘divide and 
rule’. Though he too historically locates the 
emergence of new communal identities in 
the colonial period, the explanation he offers 
for this process is very different. For him. 
the emergence of modern Sikhism, or for 
that matter, modern Hinduism that defines 
itself as a religion in the above mentioned 
sense, should be undcrsttKid as a cultural 
process and not by reducing it to some scK-io- 
cconomic factors or to the mechanics of 
colonial politics. 

Using Foucaultian category ol eptsteme - 
the totality ol lelationships aiul discursive 
practices - Oberoi tries to explain the 
emergence ol a new consciousness among 
the Sikhs during the late l‘)th century. This 
framework ol history obviously helps him 
I'lKUs his analysis of religious practices at 
a more popular level. 

Until mid-19thcentury.,Sikhism, according 
to Oberoi, was a faith with diverse and 
multiple traditions. Common Sikhs com¬ 
fortably moved in and out ol ihllorcnl shades 
ol the tMdition There was no single source 
of authority within the Sikh tradition and 
"there were several competing dclmitions ol 
a Sikh". 

He shows this through a ‘historical- 
ethnographic’ reconsliuetion ot the popular 
Sikh faith from a ‘subaltcrnist’ perspective 
Pea.sants and the common people m Punjab. 
Oberoi argues, practised multiple modes and 
ritualistic patterns Though there did exist 
a loose notion of the Sikh laith, commou 
people m their every d.iy lives identified 
themselves wth diverse traditions and sects, 
such as, the Udasi. Nirmala and Nanaiik- 
panthi. This “inherently ambiguous, 
contaminated and plural" (p421) way of life 
was called the Sanaian Sikh traditioi,. A 
Khalsa tradition also existed during the pre- 
colonial period but it was only one of the 
diverse sacred traditions that existed within 
the Sanatan Sikh tradition. 

It was with the emergence of a new Sikh 
elite under the colonial patronage that the 
social grammar of Sikhism was rewritten. 
This was an cpisteme shift - from an open 
and pluralistic Sanaiana episteme to (he 
homogenising episteme of modern Sikhism. 
The shift was brought about by the active 
cultural politics of a section within .Sanaiana 
tradition represented by the Tat Khalsa. It 
was this section that later twk the form of 
the Singh Sabha movement and pioneered 
cultural transformation in (he Punjab. 
Gradually the notion of Sikhs as an 
autonomous religious community, endowed 
with their own history, sign, space and 
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tradition, came into increasing circulation. 
As he wntes: 

...the .stK'ial forces unleashed by British 
colonial expansion into Punjab - 
communication, commercialisation, 
education, and incoiporation of the province 
into the global economy - brought about 
radical transformations in social structure 
and consciousness. Out of these changes 
there emerged new six^ial groups and new 
cultural meanings. One of these groups, the 
new elites, contiontcd by alien values and 
social woild in a lliix. began lo invent a 
subculture suiiahle foi the colonial 
environment....the new elites, convinced of 
the veracity ot their subculture, tried to turn 
it intoauniversalculturcfurallSikhstp 402). 
Through their aettve politics, they 
succeeded in injecting "new definitions into 
the everyday life of the faithful”. 

Although he initally argues thai the 
teificaiion was coininon to all religions, his 
treatment of the Sikh case gives the im¬ 
pression that it happened only to Sikhism. 
.Similarly, though at a theoretical level Oberoi 
argues that it was a con.sequcncc of socto- 
cultural and political changes introduced by 
the colonial rule, his discussion on the subject 
tends to suggest that it was a process internal 
to Sikhism, a handiwork of a small group 
of individuals, the new elites belonging to 
Tut Khalsn. Summarising Ins argument, he 
wiilcs: 

By founding u slung ol publishing houses, 
cultural b(Klics.seh(K)ls. colleges, oiphanagcs 
and clubs, the Tat Khalsa endeavoured to 
insert definition ol religion and coininumiy 
into the day lo day life of Sikhs. Through 
this piocess It became possible not only for 
a muss of people lo experience themselves 
as Sikhs in the fashion desired by the Tat 
Khatsa. hut also for non-Sikhs to visualise 
Sikhs as a distinct group... 

This iiansilion erysialliscd in three phases; 
in the fii St. members of majority of the Singh 
Sahha began to see thcm.selvcs as Tat KhaLsa, 
in the second phase many Sikhs saw 
themselves as the Tat Khalsa: and finally, 
the Tai Khalsa became accepted as Sikhs 
(pp4l6-l7). 

Much of the attack on Oberoi's work that 
has come from within the .Sikh community 
stems from his attempt at historicising the 
present day self-definition of the Sikh 
leligion. The context of political crisis 
obviously makes the questions of history 
critical for the community, a context tliat has 
made his work so controversial As Barrier 
has rightly ob.scrved. “the hook ctiuld not 
have come at a better, or from another 
perspective a worse, time” [Barrier 
IW.SrKM]. 

Notwithstanding the controversies 
surrounding Oberoi’s work, his book is 
undoubtedly a landmark in the history of 
Sikh .studies. However, the book is not free 
from problems. The most serious flaw in his 
argument lies in the way he attributes a near 


complete agency to Tat Khalsa for bringing 
about the change in the self-definition of the 
Sikh community without showing arclational 
context within which theTat Khalsa acquired 
a dominant status within the Sikh tradition. 
Most obvious is the rule that the Arya Samaj 
played in crystallising a Hindu identity that 
provided an oppositional other to the Singh 
Sahha movement. 

In fact, Oberoi himself argues in the tirsi 
chapter ofhis btxik that it was not just Stkhism 
that drew boundaries of its religion, other 
religions Uh) went through similar processes. 
"The religious community of Hindu," he 
argues, is a modern creation and “it never 
existed before” (p 17). Unless situated in this 
relational contexi, it would not he easy to 
understand why a paiticular discourse, i e. 
that of Tat Khalsa. succeeded over others. 
Part of this problem emerges Irom Oberoi’s 
reluctance to use the term' middle class’ and 
his preference for the category 'elites' to 
designate the agent that articulated a new 
identity lor the religion. 'I'his conceptual 
choice incviiahly takes Oberoi’s position 
more towards the' elite manipulation theory’ 
and away from a perspective that would look 
at the formation of ethnic identities being a 
result of some structural processes, an 
argument he .seems to .suggest in the early 
chapters of his b<K)k. 

The fact that somcofthcactivi.stsol .Singh 
Sahha initially started their career in the 
Arya Samaj is very significant here. Being 
attracted by the reformist zeal of the Arya 
Samaj, many newly educated Sikhs joined 
the movement hut. when asked to define 
thcm.selvcs as ‘Hindus’ in the sense that the 
Arya Samaj constructed it. they felt 
uncomfortahic and left the movement. The 
insulting attitude that the Samaj had towards 
the Sikh Gurus further alienated the Sikhs. 
It was at this juncture that the newly emerging 
middle class among (he Sikhs played a cmcial 
role (as argued, among many others, by 
Richard Fox.) 

Further, Oberoi seems to lake an anti- 
moderni.st position. For him Tut Khal.sa 
politics credted a new Sikh self-image at the 
cost ol earlier diversity and openness of 
tradition. While he seems to feel sad about 
this loss of plurality, he seems to be 
completely uncritical of the oppressive 
siniclurcs ot power and hierarchies that the 
earlier (radilion was marked with. Foi 
example, in his chapters on Sanutan Sikh 
(radition, Oberoi hardly makes any rctcrcnces 
to the mstitutionali.scd pr:ictiees of caste, 
gender or class. 

Though Richard G Fox’s book “Lions of 
ihe Punjab: Culture in the Making (1087). 
came out much nefore Oberoi’s bixik, theo¬ 
retically it sounds more convincing. Fox loo 
deals with the .same period of Sikh history. 
His questions arc also quite similar to those 
of Oberoi. i c, locating and explaining the 


emergence of modern Sikh identity. I; 
However, the contexts ot their studies seem j: 
lo be quite dtflcrcni While for Oberoi, the (i 
primary concern is to utidetslaiul historieally •' 
thcemergenceof’rcilicdreligiousuleiUittes” } 
in contemporary India, or more s(veifically, I 
in Punjab, tor Fox, Ihe siaitiug point is niore j 
of "athcorctical pii/zle" The puzzle concerns ; 
curly 20th century religious relbimism and > 
agrarian protest in the Puniab ; 

He spills the puzzle iiiio two historically j 
particular questions. 

(1) Why did lollowers ol Sikhism engage : 
in a mass rural proicst against Krilisli rule , 
that shook early 2()th century Ihtniab 

(2) Where did the Singh identity that provided ' 
euluiral meaning foi this social movement 
came Irom? 

Tlius, for Fox also Ihe qo. non is that of 
finding an explanation lot the political 
protests and cultural movement in (he early 
20lh century Punjab. However, unlikcOheroi. 

It IS 'the political economy ol (he Punjab 
under Brilish colonialism that sets the 
framework for the puzzle’. 

Theoretically. Fox is looking lor an 
altcnmlivc lo the jircvailing [lersiTcctivcs on 
culture. I e, ‘cultural materialism’ and 
‘culiunilogy’. "Cultural materialism conjures 
up technological, ecological and 
demographic luctors as explaining cultural 
mcuning.s and social aciion. whereas 
culturology, conversely, invokes ciillural 
meanings as determining social aciion and 
as dclimng the way in which ethnology, 
ecology, and demography materialise in a 
society ’ (p 1). 

Fox argues that bolli these positions are 
unsatislaclory, first, because cultural 
meanings and material conditions combine 
to determine or constitute any empirical 
situation and, second, both "conserve a 
conception of culture that docs not escape 
teleology tautology, docs not adequately | 
explain change, docs not comprehend 
hisioneal process, and dues not accord to jl 
individuals indcfiendcncc of social action | 
and cultural construction” (p 2). By taking ! 
up a ease study of Punjab. Fox’s "objective 
IS to go beyond both culturology and cul- 
lural iiialcrialism and, by building on the 
work of E PThompson. Raymond Williams, 
Pierre Bourdicu. and Alan Tourainc. to pul 
forward a dilTcrenl notion of culture, one 
(hat would comprehend any empirical 
situation" (p 2). 

Substantively, Fox hegin.s with a study of 
the specificities of colonial policy in relation 
lo Punjab with primary lixus on agrarian 
changes experienced in the state during the 
late 19th and early 2()th century. But his 
main concern is to find a satisfactory 
explanation tor. what he calls, the ‘TheThird 
Sikh War’, ic, the Akali movement of 
1920-25, which led to the crystallisation of 
modern Sikhism for the first lime. This 
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rnovcmcnt began as a religious rcrorm 
movcnient in the cilics of Punjab and gradu¬ 
ally assumed die eluiraclerof an anti-colonial 
revolt with its soci.il base in the Punjab 
countryside. “The conversion ol urban 
retomiist rhetoric into a rural protest rested 
on aconibination of factors that had estranged 
urban Singhs from British rule and that hud 
deprcs.sed cultivators ol central Punjab” (p 
87). 

The question that pu/.zles Fox here is not 
the happening of the jicasant jiiolesis but 
“Why the Third Sikh W'ar was fought on the 
basisof Singh identity andoverSikhreligious 
institutions" (p 106) when “no such tradition 
existed in the past." He is not convinced with 
the nioral economy ol the peasantry thesis 
becau.se “.. tlio.se who labelled Iheniselvcs 
“Sikhs" in the nineteenth century embraced 
no single cultural meaning, religious identity, 
Ol .social practice: rather, an amalgam of 
what later reformers maiie into sejiaratc Hindu 
and Sikh cullui.il principles prevailed”. He 
is equally dissatisfied with a cultural 
materialistic thesis as 
tiKrc was no absolute congruence between 
the nineteenth century Sikh j>npul.itioii and 
the haid-|)rcsscd rural cultivators ot the 
central Piinjah . lAind Sikh identity could 


not serve as simply a mechanical expression 
of agrarian protest...The prixiuct of neither 
a lungst andmg cultural code nor a mechanical 
fit between class and religion, the identity 
that informed the Third Sikh War 
(devclo|ied)...over time and through human 
action... (p 106). 

Fox argues for a class analysis, “set in the 
context of history and human intention” for 
finding an answer to the Punjab puzzle. The 
agent that brought about a cultural 
transfortnalion in Punjab was the new ‘lower 
middle class’ that emerged within the Sikh 
society and which confronted both the Arya 
Samaj and the colonial rule. “The ideology 
that it coined lor itself borrowed heavily 
from the administrative discourse of the 
colonial rulers. The British military 
selectively recruited the cultural meanings 
defining Singh identity from the past, then 
validated, spread, and most importantly, 
consiitiitcd them in the very organisation 
ol their colonial army. Thc.se cultural 
meanings, when abondoned by the British 
civil administrators, became the symbolic 
properly of Urban reformers, who re- 
enlislcd them against the Raj by actively 
inducting the rural population into new 
visions of them” (p 178). 


What Fox attempts is an explanation of 
culture which focuses on human action 
without falling prey to methodological 
individualism. And the ca.se of the Sikhs 
provides him with enough material to argue 
out his alternative framework quite 
convincingly. In a sen.se, like Gupta, he too 
argues against the inevitability thesis while 
simult.'ineously suggc.sting that ethnic 
identities, like class identities, arc real things 
and their formation or maturation is always 
context specific. 

V 

The separatist movement in Punjab that 
started during the late U)70s and lasted until 
the early 1990s was, in many ways, quite 
an unprecedented phenomenon witnes.scd 
post-independence India. Never before had 
a movement made the country feel a .sense 
of crisis .so deeply. The academic responses 
to It were, in .some sense, an evidence of this 
fact'' Never before was the paradigm of 
nation building and development susjiectcd 
so seriously and widely. Questions such as 
those of culture, identity and nation sudden¬ 
ly acquired primacy over all other issues. 
Even poverty and unemployment .seemed to 
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have become secondary problems. Punjab, 
the land of economic successes and 
hardworking progressive farmers, came to 
almost exclusively symbolise violence and 
terrorism. 

Though Punjab gained nothing out of the 
‘crisis', ‘Punjab studies' came to acquirb a 
.status that it never had before. Apart from 
studies on various aspects of the crisis, the 
history of Punjab is being rc-written, 
encyclopaedias of Sikh religion arc being 
published and there are many more people 
intcrcsied in ftinjab now than there were 
ever before. 

While the earlier literature on Punjab 
was wntten without much primary rc.scarch, 
it gave important leadings to the way the 
tirisis' could be looked at. Much of these 
writings were attempts at operationalis¬ 
ing already existing theoretical frame¬ 
works. whether that of communabsm, 
modernisation. Marxist class analysis, orthc 
‘elite theory‘. 

The later studies, particularly those by 
Das. Pettigrew and Gupta, provide closer 
insights into the movement. Common in 
these attempts is their non-tcicological 
appro.icli to the militant/elhnic movement in 
Punjab, liqually important is the tact that 
none of them tries to celebrate the move¬ 
ment or look at it uncritically. While Das 
points to how the ‘new' self-image of the 
Sikh community is constructed in the militant 
discourse, and its gendered character, Gupta 
and Pettigrew point to the centrality that 
caste has had during the militant movemnt. 
Gupta's emphasis on the jat self-image 
becoming a generalised .self-image among 
the Sikhs is an important observation.. 
Pettigrew, who offers an ‘insider' view, too 
IS not uncritical of the movement. She 
highlights the weaknesses ot the movement, 
stemming largely trom internal divisions 
within the Sikh society and the jat social 
structure. Discussion about caste is crucial 
bccau.se many believe that Sikhism does not 
have caste system. However, it may also be 
misleading to oveiemphasise caste because 
the way it is practised in Sikhism is not 
exactly the same as it is practised in 
mainstream Hindu .society. 

Another point that the studies on the Punjab 
ensis have made is the crucial role that 
political processes can play in giving a 
particular shape to ethnic relations and 
.social identities. Equally important is the 
fact that though it is crucial to understand 
the role that political contingencies can 
play in shaping ethnic identities, they are 
not reducible just to elite manipulations or 
economic factors in a mechanical deter¬ 
mination. 

Also, theuseof new theoretical frameworks 
and conceptual categoncs by some of the 
scholars have helped in iui.singfresh questions 


without falling prey to teleological 
assumptions while simultaneously creating 
a space fur the kinds of academic dialogues 
that did not seem possible earlier. On the 
other end, the crisis of the 1980s has 
marginali.sed Punjab, both politically, as well 
as, in development discourses. 

Notes 

[Much of the work tor this paper was done 
during iny visit to the IJeparlinei't of Social 
Anthropology at The Queen's University of 
Belfast as the Charles Wallace India Trust 
Fellow during April-June 1990. I am grateful 
totheTriist for the fellowship. I am also grateful 
to Eli/ahelh Tonkin, Hastings Donnan. Joyce 
Pettigrew and Dcclan Quigley for their support 
and help during my stay in Belfast Along with 
lung discussions that I had with her on Punjab. 
Joyce Pettigrew provided me with some of the 
recent writings on Punjah that were otherwise 
not available. I thank Sanjay Palshikar and 
K .Sneha Sudha for their help in finalising the 
paper J 

1 It IS quite inicresting to note that while the 
'nchruvian perspective’ on development 
discouraged casle. at len.sl in principle, 
considering It a 'traditional' institution that 
posed obstacles to economic and social 
progntss, in the case of Punjab the agrarian 
prosperity of the state was socially located 
amongst the 'rugged' jat tanners of the 
st.'itc The discourse of development thus 
celebrated the latncss of Sikh farmers and 
m many ways heliicd them capture the centre 
stage of the social and political life in the 
stiite. 

2 i-aunching of the liileinutiomil Jimrnal of 
Pwijiih Stuflies from UK in 1994, and the 
starting of the 'Institute of Punjab Studies' in 
Chandigarh during early 1990s are examples 
of this process 

3 The .Sikh diaspora seems to be playing an 
importani role in this process. 

4 .See, for example, D'Souza 19)15: Gill and 
Singhal 1985: .Singh 19X4, Kumar e/td 1984; 
.Shiva 1991: Bombwatl 1985. 

5 See.inihiscategory.woiksofPettigrew 1995: 
Gupta 1992.1996, Das 1992: Jucrgensinayer 
1988. 

5 Oberoi 1994 : Fox 1987 

7 .Singh 1987; Gill and Singhal 1985. Thapar 
1984. 

8 Even those who looked at the 'political 
mobilisations' m Pimiab with sympathy and 
viewed It as a question of idcniity offered 
only altemaiive model of national integration 
and liberal democracy and rarely felt the need 
for understanding the movement in its own 
tenns 

9 Sec, for a summary of the 'Sikh rcspon,se’ to 
some of the recent works on Sikh history and 
religion, Mahmood's forthcoming paper. 
'Weapons at the Door: On Resistive Identities 
and Radical Interlocution'. 

10 .S.'iberwal ’ s work (1986) is an obvious example 
of this. 
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SPECIAL ARTICLES 


Literacy Campaign, Land Literacy and 
Watershed Development 

Subrata Sinha 
Anin Ghosh 


Even polifircil or^anistnions with the best of intentions and honesty believe in 'doing good' to the deprived 
in accordance with their perceptions, subconsciously shunning community empowerment for fear of losing 
influence. Such groups would prefer to depend on their elected candidates hound by party discipline to follow 
their dictates. Unfortunately, this is today the reality in West Bengal, which has otherwise made good progress 
on the rural front. t 

The only viable alternative is to pursue a protracted rural campaign of various interlinked facets. This .should 
encompass literacy, health, land literacy and participatory planning and development. Such an effort is certain 
to generate confidence, articulation and the capacity of the people to press for their rightful dues. The emerging 
democratic awareness and power of the rural electorate will boost this process of empowerment and self-reliance 
substantially. Some space has also now been created by those in power, maybe for motives of theirown, for starting 
such a campaign. Socially motivated voluntary organisations and political groups with faith in secularism and 
democracy should grasp this opportunity. 


THE launch ol'thc Literacy Mission has been 
one of the in«)st sigr.iricunt event after 
independence. Although inis.sions. interalia. 
were initiated fordrinking water and oilseeds, 
it was only the one for literacy that could' 
blossom into a major campaign of .social 
significance. The trail bhuing was done by 
the Kerala Shastra Sahitya Parishad (KS.SP) 
by succeeding in achieving total literacy in 
Emakulam. Since then, the campaign has 
spread, but with mixed success, in various 
parts of India. The spin-offs from the 
campaign include the women’s antt-liquor 
movement in Andhra Pradesh; and for their 
rights in Tamil Nadu. 

In addition, there have been i.solatcd 
instances of co-ordination between different 
government agencies at the village level, 
initiated as a follow-up of the Literacy 
Programme, largely at the initiative of a few 
administrators. Worthy of mention in this 
context is the attempt made in Pune and a 
few districts of West Bengal and Madhya 
Pradesh to organise public meetings in 
villages - under the aegis of the Literacy 
Programme - where officials of different 
government agencies col Icct on sped lie days 
to li.stcn to the practical problemsof villagers 
and attempt to resolve them through co¬ 
ordinated effort. 

The programme was totally conceived as 
a part of the governmental framework, yet 
with an inbuilt structural flexibility for 
broader public involvement. The active role 
of the panchayats in West Bengal and NGOs 
in other states, apart from the formation of 
state and district level ‘saksharata samithis’ 
and resource centres with public participation, 
icsiirics to this appro:tch. 


The Bharat Cyan V igyan Samithi (BGVS) 
was lormcd as an autonomous society under 
the'chairmanship of the late Malcolm 
Adisheshiah to catalyse the campaign into 
a people's mode. The important role of Sam 
Pitroda and Anil Bordia (the HRD secretary 
at that time) in encouraging its lormalion and 
funding should be recorded. The government 
did have a vested interest in enhancing the 
probability of success of the campaign. The 
experienced Emakulam activists of KSSP 
and other Peoples' Science Network groups 
under the leadership of M P Parameswaran 
could, therefore, function without any 
pressure to conform to a bureaucracy-driven 
approach. 

The BGV S has been creatively functioning 
in several districts in many states. It is playing 
a cmcial role in inllucncing the state resource 
centres and even .^ome of the activities of 
the National Literacy Mi.ssion. Inafew states, 
the governmem - and some enlightened 
administrators - have taken up the programme 
in a positive spirit, enabling the development 
of a populai up.surge. Yet, over the decades 
certain inescapable realities have developed, 
calling for something more than literacy 
alone. 

Social inequity and Resource 
Overexploitation 

Dismal performance by state agencies 
including the gross failure of the socio¬ 
economic developmental strategy, has been 
the post-colonial track record. The result is 
an ever increasing gap between the small 
section of rich and middie classes rightly 
designated as ‘Omnivores’ by MadhavGadgil 


andRamchandraGuha(£'co/ogyunr/£.'</u<7v) 
and the overwhelming majority of the 
deprived. 

By any developmental criterion, the 
difference between the urban and rural areas 
is most glaring. This has been the prime 
trigger for social tensions. Virtually, the 
national GDP is by and targe appropriated 
by hardly a fifth of the country's population, 
lliis is a repetitive situation emerging in 
many of the developing countries of south 
Asia, and mo.st of Afnca and .South America. 
The dismantled Soviet bloc is now in this 
trap; even China is at strategy crossroads 
under global pressure, and an intense 
nationalistic urge to become a world power 
on a fast track. 

The natural resources that constituie the 
basic wealth of India arc fast getting 
decimated. These include non-renewable 
minerals, other economic deposits and fossil 
fuels. Even the stress on the renewable life 
supporting land-water-biomass system is fast 
exceeding the limits of resilience. This 
situation has been a result of improper land 
U.SC. This has not been due to efforts to 
provide the hundreds of millions ol toilers 
with their minimum needs. It is, in fact, part 
of a diabolical short-term strategy to meet 
the insatiable greed of the organised .sectors. 
Ail concerns for sustainability of resources 
for the use by future generations have been 
thrown to the winds. 

CONSUMERtSM AND GLOBAL MARKET FORCES 

Recently there has been further aggra¬ 
vation to cater to the inordinate demands of 
the global market forces that are now in 
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firm control of India’s indebtedness and 
mortgaged economy The consortium of 
highly developed countries has become 
addicted to lifestyles that cannot be sustained 
with its own resources. Hence the need for 
extorting resources from the developing 
countrie.s through compliant governments 
and the national bourgeoisie. The pressure 
on countries like India has further increa.scd 
after the economic emergence of the new 
international trade regime under the WTO, 
and the all too visible resurgence of the 
ASEAN countries. These nations are now 
increasingly refusing to provide resources to 
meet the unlimited demands of western 
consumerism, except on appropriately 
commercial terms. 

The utilisation of natural resources in the 
world today is primarily hooked to the needs 
for high calory food and luxury items for the 
wealthy consumers. The entire system is 
based on an energy-intensive (and un¬ 
sustainable) consumption pattern. For 
instance, local varieties of cheap and drought- 
resistant grains which nourished the 
overwhelming majority of the poor are no 
longer easily available. The law of 
diminishing returns and the availability of 
cheapei staples from better endowed areas, 
are tightening their grip; hut the situation 
docs not presage any means of employment 
and income lor large mas.scs of the rural 
population. The process was triggcied by 
monoculture and uthcrinappropriale farming 
practices, along with unbridled inputs of free 
oi heavily subsidised water, fertilisers and 
agrochemicals. The subsidies given to the 
required inputs have led to a situation where 
the Indian farming community is beginning 
to lo.se control over the farm economy, with 
many adverse consequences. 

EMERor.NtT OF Rurai. Df.mwracy 

Yet theic is a silver lining in the gathering 
storm clouds. This country has a unique 
political status among developing countries. 
The proliferating poverty and land problems, 
aided and abetted by social exploitation 
through caste, religion and the relicts of 
feudalism and colonialism arc undeniable. 
Notwithstanding all this, there is a perceptible 
emergence of a healthy rural democracy us 
testified by some recent trends. There has 
been a noticeable shift m the rural ethos, 
from caste and communal, to political and 
economic issues i n many parts of the country. 
The reactions to the national policy emphasis 
on structural adjustment, economic 
liberalisation of a distorted variety and .some 
conditions of entry into the World Trade 
Organisation, have created a general unease 
and unrc.st, and have indeed led to widespread 
questioning of the very premises of the 
dominant political party, the Congress, which 
has been reflected in recent elections in many 
states. 


On the other hand, the fundamentalist 
communal forces are also gaining ground, 
even to the extent of capturing power in some 
stales. However, to achieve this they loo 
have had to adopt a ‘swadeshi’ anti- 
liberalisation and anti-multinational 
electioneering facade. Scrapping the Enmn 
deal was a significant tactical stunt to won 
the electorate, though recent events go to 
prove how typically populist (and short-lived) 
that stance was. Not only have negotiations 
once again commenced, but recent 
developments indicate a worse deal fur the 
people (and the existing power generators) 
in Maharashtra than the earlier one 
renegotiated after their election victory. Yet 
there is a positive trend in the dawn of 
realisation by rural communities of their 
political prowess. 

The Congress has also been forced to enact 
a .somewhat hurried and unplanned return to 
the securing of niral equity. One major 
decision is the launching of a massive 
watershed development programme, to be 
implemented tie jure with the fullest 
involvement of the local communities and 
the NGOs, though neither the programme 
nor the motlux operandi is clear. The motive 
is presumably to befuddle and woo the rural 
electorate. The recent signals from the finance 
ministerto “go slow” on reforms and leaving 
it “to the new government to tackle the 
pniblem of public sector reform seriously” 
{A Sian Age, December5,1995) are not signals 
to a change of heart but only of tactics and 
present compulsions. 

Enshrining the elected panchayati system 
with a great potential of equity in the 
Constitution, is undoubtedly a step in the 
right direction. The reaffirmation was done 
by taking a cue from the role of the West 
Bengal panchayati system in the stability of 
the Left Front. However, a vital point was 
missed. In West Bengal it signalled the 
culmination of a protracted process of an 
organised peasant movement leading to the 
initiation of fairly effective land reforms. 
Understandably, little actual progrc.ss has 
been achieved in the direction of empoweri ng 
the panchayats(except, reportedly, in Madhya 
Pradesh) because , in most cases, the ruling 
elite is not interested in decentralisation and 
devolution of authority. 

It is in the abrivc context of a contused 
andinchoate political .scenario,and piecemeal 
attempts at decentralisation and devolution, 
that one needs to examine (a) the case for 
decentralisation, and (b) how the Literacy 
Mis.sion has been of some value in this 
direction and how it can be made more useful. 

Panchayats and Decf.ntralisaiion 

The grcate.st problem in India stems Irom 
the fact that the primary producer at the grass 
roots hardly has any control over the means 


of production nor any say in its pattern. This 
is a basic fact to he accepted without any ‘ 
political implications. The urban elite tend 1 
to think that the villager does not i oniprehend ' 
technology, that he is incapible of ; 
appreciating the need for change where 
necessary. The lad is, however, that the 
producer (in the village) not only has a deep 
understanding of past traditions hut also the 
capacity to respond to changes. But 
changes do not have to be forccil oi induced 
artificially. 

An example would clan ly this. Water being 
the source of life, the villager knows best 
how to conserve water; it is the urban elite 
who waste water. And. depending upon the 
geographic contours of each locale, the 
villager knows also how to improve the 
moisture holding capacity of the soil and to 
adopt farming techniques appropriate to the 
available rc.sourccs.This is the basic rationale 
foi both decentralisation and community 
control over, say, community resources. 

In tact, the basic tenets of both Marxism , 
and Gandhism visualise some form ol .social 
control. The Marxist practice in several 
countries had adapted democratic centralism 
in planning and development which has in 
practice led to the virtual dissolution of the 
system in eastern Europe. Gandhism has 
unfortunately nevci bcentheonsed; Mahatma 
Gandhi never had the need, or occasion, to 
work out the full implications ol his 
philosophy of demociatic decentialisation. 
Gandhiji only preached dcccntriilised, self- 
determination toi sustainable development 
of village communities. 

Both the approaches - the Marxist and the 
Gandhian - were aimed at ensuring greater 
involvement of the (loople. The fate of the 
cent rally-planned economies has been scaled 
for the present by the emergence of sell- 
ccntied vested interests in the political system, 
despite immeasurable benefits in terms of 
equity. Moreover, the system tended to ignore 
the responses (or reactions) ol nature to the 
developmental proce.ss, despite the warnings 
of Fredenc F.ngels in his classical Dialectics 
I/I Nature. Tins was done to meet the 
immcdiale goals oi mass production. 
Theretoie. despite early benefits, the system 
led to rapidly diminishing returns and final 
collapse. 

II projrerly backed up by powerful peasant 
organisatu>ns and movements, the panchayat 
concept can lead to significant benefits for 
lural areas, as has been demonstrated in 
West Bengal. Itsrclevancc has been enhanced 
by the emphasis on small industrial and 
agricultural production units. These take 
nature, the local resources and the smallest 
producer or worker into consideration. 
Therefore some of the basic preconditions 
for equitable development are fulfilled. We 
must recognise, however, that this militates 
against the concept of the vanguard role of 
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the urban proleiuriat; we need to redefine the 
concept of the proletariat, for countries with 
a large peasantry with very small holdings. 
The dialectical process calls for a dialectical 
change in our ideas and ideologies. 

Effective decentralisation has to be central 
to the efforts to rescue the socio-economic 
system. The panchayati system alone can 
ensure this, if empowered with the 
wherewithal foi participatory local level 
planning and development. What has 
happened in West Bengal so far is largely 
a financial di.saggregatiun to the panchayat 
levels, without proper developmental 
planning based on local initiatives and local 
resource availability. 

Basic Teni.ts of Kkrala PRM 

A unique panchayat level resource mapping 
(PRM) programme was initiated in Kerala 
almost simultaneously with the Ernakulam 
total literacy campaign. Its objective was to 
promote community involvement in grass 
roots level planning and development as a 
step towards economic bettennent with social 
equity. The principal dramatis personae in 
this programme were the K,SSP and the Centre 
for Earth Science Studies (CESS) and the 
state planning board of Kerala. 

An expert group consi.sting of Nirmal 
Mukarji (formerly, cabinet secretary and 
governor of Punjab) and D Bandyopadhyay 
(formerly, .secretary, rural development, GOI 
and executive director, ADB) was entrusted 
by the West Bengal government to evaluate 
the functioning of the West Bengal 
panchayats and suggest improvements. Their 
report (New Horizons for West Bengal 
Panchayats) in its paragraph 4.18 states as 
follows; 

A serious lacuna in the erstwhile 
developmental strategy was, seemingly, the 
absence of an integrated approach covering 
land and soil, groundwater and surface water, 
forestry, agriculture and pastoral 
development, urban and industrial planning, 
etc... There is also a startling cross correlation 
between availability of usable water, geology, 
landscape, soil fertility and climate. Each 
parcel of land has its optimum production 
potential. A particular type of land cannot 
be submitted to all types of uses. Land use 
has tobe planned loconform to such variations 
for sustainable productivity. A proper 
intervention strategy can only be worked out 
if the status of natural resources along with 
their spatial distribution is undersunxl fully 
by planners, the landowners and the users. 
Involvement of local people in this process 
brings out relevant, at the same time genuine, 
problems that affect productivity. I n addition, 
it would generate not only a sense of 
participation among the local people but also 
a desire to improve their land use. Thus, from 
the present ghximy scenario of total alienation 
of people from the planning and development 
process emerges a resurgent participatory 


development process at micro level. Hence, 
with the panchayats as the kingpin, the 
approach of local area planning and 
development becomes concretised and 
meaningful (Panchayat Level Resource 
Mapping - An Appntach Paper: Centre for 
Earth Science Studies and Slate Planning 
Board). Thiruvananthapurnm. December 
1991)...West Bengal should consider 
launching a land literacy programme 
involving science “for and by the people” for 
which the panchayats should mobilise the 
people, as they have so successfully done in 
the case of language literacy. 

The optimum use of land, referred to above, 
is in fact scientifically tantamount to an 
optimum use of the available land, water and 
other natural endowments (like sunshine). 
The amount of biomass produced from any 
plot of land - through the process of 
photosynthesis of sunlight - and the 
replenishment and regeneration of soil 
fertility t.hrough the recycling part of the 
organic matter available from the biomass 
produced through this process, depends 
crucially on soil properties and the quantum 
of water and sunlight available to it. 

The above paragraphs describe the core 
of the PRM programme, which was the 
culmination of an interactive process shared 
by M P Parameswaran of the KSSP, and 
Subrata Sinha (one of the co-authors), who 
was then in charge of CESS. Its concretisation 
was possible with the active support of 
I S Gulati, vice-chairman of the State 
Planning Board of Kerala and the Left 
Democratic government, then in power. The 
signilkant role of R N Midha of the NRDMS 
division of the central science and technology 
department in sanctioning a pilot project 
deserves mention. The rural development 
and the agriculture departments of the 
government of India also provided valuable 
financial support. 

In its simplest terms, the Kerala programme 
consisted of the survey and mapping of the 
village level natural resources (primarily 
land-water-biomass), not as an external 
scientific input but participatively with the 
local community. Revenue survey maps in 
the cada.strai scale, so very familiar to the 
villagers, were used to plot and record 
holdingwisc information. The objective was 
to provide the newly formed panchayats in 
Kerala with local data for participative 
planning at the grass roots level, in regard 
to the best possible land use. given the 
topography, water availability and other 
terrain characteristics. 

The high level of rural consciousness in 
Kerala is largely due to a combination of 
progressive political movements, high 
literacy and people's science movements 
initiated by the KSSP. The PRM conceptual 
planning team, including KSSP, relied on 
local community volunteers to merely 
record plotwise status of extant land use on 


cadastral maps. However, elements of new 
(and more scientific) possibilities were 
garnered from theirexperienceandtraditional 
knowledge and were incorporated by 
scientific personnel through community level 
discussions, with a focus on environment 
building, resource mapping and action 
planning. Hence, the initial approach involved 
specialists in a big way for the preparation 
of thematic maps. But the guidance of 
experts was used in tandem with the 
people's own contribution to this process of 
resource mapping. 

Importance of Community Knowledge 

While appreciating the role of the KSSP 
and other people's science groups in 
disseminating es.sential knowledge, dis¬ 
pelling superstition, and propagating literacy, 
it has to be admitted that ‘learning from the 
people' was hardly on the agenda, ah initio, 
of those who set out to draw up resource 
maps for village communities. Even the 
validity of their vital knowledge about the 
nature and useof the local land-water-biomass 
system was suspect. The campaigns were on 
a teaching and not a learning mode. Hence, 
the initial gap between the.se dedicated 
activists and the rural folk persisted. 

This is where the perceptions of Robert 
Chambers (Rural Development - Pulling the 
Last First) are most relevant: 

The links of modern scientific knowledge 
with wealth, power and prestige condition 
outsiders to despise and ignoi e rural people's 
own knowledge. Priorities in crop, livestock 
and forestry research reflect biases against 
what matters to poor rural people. Rural 
people's knowledge is often superior to that 
of outsiders. Examples can be found in mixed 
cropping, knowledge of the environment, 
abilities to observe and discriminate, and 
results of ru;al people's experiments. Rural 
people's knowledge and modern scientific 
knowledge are complementary in their 
strengths and wcakne.sses. Combined they 
may achieve what neither would alone. For 
such combinations, outside professionals 
have to step down off their pedestals, and 
sit down, listen and learn. 

Scant Functional Ri;sfonse to PRM 

Even within the limited creative 
participation of the villagers and the recording 
of a vast amount of accurate, micro-level 
terrain information, the PRM programme 
was widely acclaimed in the higher echelons 
of government. The Planning Commission 
(of the Janata government then in harness) 
gave a lot of encouragement. The union 
ministry of agriculture issued a letter to 
chief secretaries of all states to adopt the 
model as a part of the centrally-sponsored 
pro-gramme for the national watershed 
dcvelop-ment programme for rainfed areas 
(NWDPRA). Strangely, however, even this 
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letter did not evoke a single response or 
reaction outside Kerala. 

It is, however, significant that governments 
led by the BJP in UP and MP, the Congress 
in Karnataka, and the Left Front in West 
Bengal, showed some interest at the policy- 
level. Yet.nosigniflcant political acceptance 
has materialised in more than five years. 
Both political and bureaucratic indifference 
could perhaps be ascribed to the potential 
effectiveness of such a programme as a 
community empowerment tool, which could 
become a threat to the extant power structure 
and vested interests. The amplification and 
resurgence of the vox populi could crack up 
theestabli.shed edificeof power. Perhaps this 
still remains the major impediment in the 
way of generalised acceptance of the principle 
throughout the country. 

The technical content of the Kerala PRM 
model - including the preparation of multiple 
thematic maps, collection and analysis of 
formatted data through plot to plot village 
level field work, and participatory action 
planning - may have also acted as a deterrent. 
This may be due to the reluctance of many 
of the large landholders to see such 
experiments succeed. After all, vested 
interests are not limited to the arena of politics 
and the bureaucracy. The present 
beneficiaries of water allocation arc also not 
interested in any change which may be 
desirable for the community as a whole, but 
which may rebound to their disadvantage. 

The technical elements were not of the 
open ended, research and paper generating 
type. The information and maps were 
designed to be simple, and based on ground 
truth. Devoid of the safety net of remote 
sensing, these could be verified by anyone. 
This would leave no .scope for scientific 
assumptions, approximations and esoteric 
ideas. Therefore there was hardly any 
motivation for acceptance even by the 
scientific community in general, which is apt 
to theorise from a distant, safe haven rather 
than get embroiled m hard decisions at the 
ground level. 

Reorientation oi- Keraea Model 

Considering these limitations, it was 
decided to undertake an adaptive review ol 
the PRM model. A prime objective of the 
PRM-programme in Kerala was to empower 
the rural panchayats and communities to 
participate in planning and development. 
This would only be possible if the 
communities gain confidence and aiticulation 
to prioritise and decide what they want. This 
could be realised if the villagers actively use 
their knowledge and experience about local 
resources. 

Collectivism of this arsenal of information 
available with individuals in the community 
could take place through the process of survey 


and mapping by the villagers themselves. 
Thereafter they could follow it up by 
participating in local planning and 
development on an equal footing of ‘give 
and take*. For this to happen, it was imperative 
to make the programme far more user friendly. 

A factor that modified and yet hastened 
the rationalisation of the programme was the 
replacement of the LDFby the UOF in Kerala 
in 1991. The new government did accept the 
programme, but with a perceptible change 
in ethos, by excluding the KS.SP from it. At 
this stage, Satyabrata Sen (formerly adviser 
to the West Bengal chief minister) and the 
driving force behind the emergence of the 
West Bengal panchayats, found the contents 
of the programme not transparent enough to 
the villagers. He felt that the lexicon of terms 
used by the local community for land-water 
related matters should be introduced into the 
programme, making it easier for the local 
community to participate in the mapping 
prtKess. This could indeed he the touchstone 
for furthering decentralisation and 
community participation. 

In retrospect, an alternative to the Kerala 
package of technical infrastructural support 
and also the social activism of agencies like 
the KSSP had to be sought to start the 
programme elsewhere. On the other hand, 
due to the land alienated, urbanised, middle 
class milieu, and with the inllux of Gulf 
money, its social relevance would be 
margin.Tlised in Kerala today. Considering 
ail the factors, changes would be necessary 
for the programme to develop and mature 
for other areas where community ownership 
of .scarce water resources is an urgent need. 

Elements oe Land Literacy 

As a matter of practical policy, the 
programme was consciously mutated into a 
land literacy programme for and by the people 
(A Handbookfor Lund Literacy, Bharat Cyan 
Vigyan Samithi, 1994). The basic changes 
involved the usage of local terms related to 
the land-wator-binmass system, in the 
vernacular. From an urban perspective it is 
astoni.shing that local communities do have 
an exhaustive glossary of such terms. They 
also have a shell of terrain-friendly 
innovations for rational usage of the available 
resources. These, however, have been 
atrophied by disuse and aggressive 
salesmanship of external inputs and the lure 
of temporary cash gains fmm market-oriented 
production. 

The prricess under the new dispensation 
IS briefly described below. The plotting of 
not only the map .showing extant land u.se. 
butalso for terrain features and problems and 
water and community facilities, were done 
by local volunteers on cadastral revenue 
maps. Additional data and observations are 
recorded by the local volunteers on simply 


designed formats with the option to fill in 
whatever is imminently relevant. The entire 
operations arc undertaken by local teams 
selected by the hamlet or ward level 
householders. 

There arc detailed formats for socio¬ 
economic and health surveys for the villages 
or panchayats, to be exclusively conducted 
by c'ommunity volunteers to ensure reliability. 
Thereby the local volunteers ensure 
participation in the process of data gathering 
irrespective of siKio-economic tuctors. This 
process of mapping and collection of data 
generates unbounded local enthusiasm. It 
also gives them confidence and the ability 
to participate in local planning. 

However, a meaningful dialogue with 
experienced resource persons after mapping 
cannot be bypassed. It should involve a two- 
way learning process and not one-sided 
sermons and lectures by outsiders. This 
becomes easy after the unique experience of 
the villagers in being trusted with the .serious 
business ol mapping. In fact, the plans and 
schemes that emerge would generally need 
minimal external inputs and be largely ba.scd 
on local initiatives and know-how. But 
participative mapping and planning would 
entail the sharing of common resources. This 
would form the basis for community partici¬ 
pation in water use and sharing, sanilatinn and 
watershed base'.l development programmes. 

However, it should be emphasised that the 
villagers would require varying amounts of 
time and persuasion to rid themselves of the 
fetters of decades of brainw,Tshing done by 
line departments and vested interests to 
impo.se energy and water-intensive schemes 
Not all areas are equally endowed with 
plentiful water, and certainly not all the year 
round. Also different areas are .suitable for 
different types of farming, and the equitable 
sharing of common resources has not been 
propagated by departmental experts. 

Tiic piocess catalyses the community into 
collective action and enables people to 
organise themselves into hamlet or village/ 
panchayat level .societies and organisations 
that could he actively involved in thedrawing 
upandimplcment.'itionolactual programmes 
of development. They could attract 
institutional finance instead of depending 
on slate lunds. The mapping volunteers 
could lorm a standing group to monitor the 
dynamic status of renewable resources, 
update the maps and warning the commu¬ 
nity of emerging hazards. It must be added, 
however,that the experiment succeeds 
only to the extent that the bulk of the village 
population is convinced (a) of the merits of 
an equitable shanng of common resources, 
and (b) of the long-term advantage of a 
sustainable development programme as 
against the lure of short-term gains of a 
few and the consequent degradation of 
resources. 
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The avoidable and costly governmental 
infrastructure that is currently the mode for 
these purposes everywhere could be 
dispensed with, and the funds thus saved put 
to community use. Relevant social- and 
development-oriented structures like the 
watershed associations and committees and 
self-help and user groups envisaged in the 
recently launched participative watershed- 
based development programme, would be a 
logical spinoft from land literacy. It must be 
added, however, that this process could take 
time and would essentially depend on the 
extentofcummunityparticipation.lt is likely 
that the shartng oL gatns may be easier for 
future developmcitts. and less easy where 
vested interests have already been created 
on the basis of past government-funded 
programmes ut irrigation and other types of 
dcveloptncnt. 

In the present form, the land literacy 
programme could be initiated by dedicated 
social activists with experience in literacy, 
science propagation, or .social service. A 
supportive role could be played by socially 
motivated resource persons with experience 
in some aspects of the land-waler-biomass 
system. They would be helpful for initial 
orientation of mapping volunteers monitoring 
various phases of the programme, andduring 
action planning. 

Land literacy lays the foundation fur a 
permanent data bank in the village or 
panchayat, based on reliable and relevant 
micro-level terrain characteristics. It islikely 
to lead to participative planning that would 
generate a vocal demand for development 
ba.scd on lcx:al realities and data. In sum, it 
provides a multipurpose tool fur participative 
planning and sustainable development. based 
on the ground situation, soil conditions, the 
scope of sturage/retention of water, and the 
possibilities of land relormalion to make for 
sustainable land-watcr-biomass interaction. 

Information; A Doublh Edgeo Weaton 

Literacy imparts dignity to the community, 
while land literacy endows them with power 
that .stems from knowledge. An information 
explosion combined with cybernetics and 
related technology is a powei ful modern tool 
foi exploitation. To quote Robert Chambers 
once again; 

It IS a truism that knowledge is power... 
Those who are [xswerful and dominant have 
the greatest accumulations of wealth, a 
centralised and interconnected system of 
communication, an ability todetermine what 
new knowledge shall he created, and control 
over flow of information from the centre to 
the rural periphery... 

Land literacy would be the first hold step 
towards the decentralisation, collectivism 
and utilisation of locally relevant and 
available community knowledge. This may 
emerge as a bulwark of resistance against 


manipulated hiowledge from the centres of 
power that have been aiding and abetting 
exploitation and rural penury, llie fund of 
so far unutilised community knowledge could 
be the harbinger of equitable and sustainable 
rural development. In fact, this provides the 
only streak of optimism for pre.serving the 
economic independence of the country. 

The programme with its radically altered 
agenda would, if past experience is any guide, 
be highly acceptable to the people. Its 
relevance has been emphatically highlighted 
by the Arun Ghosh Committee, an expert 
group constituted by the central ministry of 
human resources development to evaluate 
the literacy campaign. To quote from para 
7.17 and 7.18 of its report {Evaluation of 
Literacy Camfmgn in India): 

...One way to link literacy to economic 
development would be - again without 
impinging on the administrative prerogative 
ot any govei ninent depaitment - to encourage 
each village (through the PL/CE) to take up 
what may bcdc.scribedas ‘resource mapping' 
for every village... Resource mapping 
programme (RM) could become potentially 
one of the most important links between 
grass roots literacy and grass roots 
empowerment for development. RM means 
basically the involvement of the village or 
local community in the mapping, survey and 
understanding of its own local level resources 
and conditions of existence. In doing so, it 
generates not only a powerful but also a 
highly informed demand tor development. 
That is to say, a demand for specific projects 
of their own choice which villagers know 
will be effective and relevant to their needs. 
The expert group has elaborately dealt 
with the concept and recommended that the 
National Literacy Mission adapt it as a part 
of the post-literacy and continuing education 
programme, and may even fund it. In fact, 
the basic objectives of the literacy campaign 
can only be fulfilled by following it up with 
land literacy, which would tie up the literacy 
campaign with the economic betterment of 
the lives of the people sought to be made 
literate. 

Equally significant is the fact of the keen 
interest shown by literacy activists of the 
BGVS and several other organisations to 
take up this programme. Having closely 
interacted with the rural people, they can 
be.st appreciate the positive value of land 
literacy as a tool fur social upheaval and rural 
resurgence. This is because the problems of 
survival, of nutrition, of better health are of 
far greater importance than the isolated 
benefits of literacy. Therefore, the 
introduction of the package of basic literacy 
with land literacy for community 
empowerment and economic self-reliance 
should be topmost in the national agenda. 

It would be pertinent to go into the initial 
phases of implementation and progress of 
what is now widely known as land literacy. 
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Close on the heels of the Kerala programme, 
P K Si vanandan, director of the Rajiv Gandhi 
National Drinking Water Mission (arid ex¬ 
director. Kerala Literacy Mission) persuaded 
the BGVS to undertake an experimental 
project funded by UNICEF. The purpose 
would be to te.st out the efficacy of land 
literacy in empowering the local communities 
to plan and manage their own water supply- 
cum-sanitation systems. The programme was 
taken up through the literacy and people's 
science networks in a block each in Bihar, 
Orissa, Tamil Nadu and West Bengal, three 
of which were already exposed to the literacy 
campaign. 

Major Spinoi-is from the Project 

This experiment generated quite a number 
of spinoffs of importance; 

(1) Demonstration of the intrinsic ability 
of local communities having varying degrees 
of backwardness, to successfully map their 
own resources, develop commuiiity 
organisations and initiate village level 
planning and development. The maps 
produced even by illiterate, tribal volunteers 
in Palamau were surprisingly accuiate. 

(2) Vindication that community knowledge 
about local resources and their use could lay 
the foundation fur formal literacy and 
education. 

(.1) Validation of the relevance and 
authenticity of the database generated by the 
local community. 

(4) Catalysis of a process leading to a 
quantum jump in community confidence and 
social integration. 

(5) Fulfilment of Planning the functional 
needs of the local community to handle more 
optimally the resources that provide the 
means of local production. 

(6) Recognition as an effective 
empowerment package by the Evaluation 
Committee for Literacy Campaign and also 
by the Mukarji-Randopadhyay Committee 
to examine the West Bengal panchayats. 

Analysis of Problems 

Quite a few issues of relevance emerged 
in the course of the experimental project; 

(a) The problem of availability of social 
activi.sts for sustained community contact 
was a serious one. In the initial stages, it was 
largely due to the haziness about the whole 
concept, including its organic linkages with 
basic literacy. This was more so becau.se 
mo.st literacy workers were drawn from a 
culture of social struggle and not in tune with 
the possibility of the link with development. 
It took time for them to realise the socio¬ 
political significance of land literacy. 

(b) Most of the conflicts emerged during 
the interactive process of defining 
development priorities in the po.st-mapping 


ic and Political Weekly February 8, 1997 



siagc. To ihc villagers, infrastructural 
provisions IWlteroruls, ^c'lVurd primacy over 
schemes linked lo land prrxluctivity. The 
concerned communities in some of the ex¬ 
periment^ bUK-ks were shackled to an entren¬ 
ched mind-set induced by the state machinery 
and even some of the political forces. 

Two issues arise herein. First, land literacy 
is essicntially a prelude to ensuring an 
equitable distribution of resources, especially 
of scarce water, and since vested interests 
in water already cxi.st in most areas, the 
problem is more easily tackled for future 
development (for which equitabicdistributiun 
can he made a pre-requisite tor undertaking 
developmental expenditure). In fact, land 
literacy in developed areas can then become 
a means of organising people in their struggle 
forgreatcrequity; for this rca.son, land literacy 
could he looked askance by extant vested 
interests. 

Second, since land degradation in most 
parts of the country is a sad fact of life, land 
literacy is in .any ca.se an essential requirement 
for any sustained effort at restoring fertility 
and moisture retention capacity to degraded 
soil. To that extent, land literacy becomes 
an essential means a{survival for vast mas.scs 
of the rural population, for we need toquickly 
redress the i mbalance that past (improvident) 
policies have created in many parts of rhe 
country. It is in this context that we need to 
view the problem of land literacy. 

Most villagers today arehardly inaposition 
to realise that sustainability of resources are 
vital for the future. The futility of technologies 
largely dependent on increasing external 
inputs is difficult for them to comprehend 
in the face of illusory short-term gains. Such 
exploitative strategies can only be controlled 
by the popular articulation against the pursuit 
of short-term gains by a few influential 
(village) beneficiaries that promote class, 
c.'iste ami communal barriers, in order to 
.subserve their individual (or small group) 
interests 

(c) Thc process of planning and preparation 
of schemes for sell-reliant water supply and 
sanitation systems was still unclear at the end 
of the project. Basically, the core of land 
literacy is empowerment-cum-sclf-reliance. 
delinked from motivations of getting funds. 
This did create an attitudinal dichotomy m 
the minds of the villagers and social activists. 

(d) The Drinking Watc,' Mission wimtcd 
community involvement in the identification 
of source, selection of means of extraction 
and managementof water supply. This called 
for assistance, co-operation and the flow 
of funds from governmental agencies like 
the PHED. This line of communication did 
network satisfactorily because of (he 
unidirectional mindset of most officials. 

However committed the mission director 
was toparticipatory development, the mission 
buieaucracy was hardly prepared to bypass 


theendlessfonnaliUesof exlanldepatlmenul 
prctogallvesandsancllonmgptocedutes.Tbe 
crucial problem of funding could hardly be 
met by local organisations, in spile of their 
high social accountability to the entire 
community. Trust in the rural community 
was lacking, insofar as the governmental 
machinery was concerned. 

Therefore, dependence on technocracy to 
draw up schemes in proper forms and norms 
started creeping in, thereby defeating the 
basic objective of the experiment. It is worth 
mentioning that many costly (even to the 
tune of crores of rupees each) rural water 
supply programmes were sanctioned despite 
the lack of adequate data of local relevance, 
by the same mission. Obviously, the 
departments were more interested in ‘money 
spinning': Accelerated Rural Water Supply 
Schemes. 

(e) Possibly, a well founded apprehension 
about the gradual redundancy of state 
implementing agencies, in the event of 
success of the experiment, inhibited co¬ 
operation of the bureaucracy. 

Crucial Roll of Local Organisations 

That land I i teracy catal ysed a chai n reaction 
towards community self reliance was 
unequivocally validated. However, maturing 
of this process calls for sustained interaction 
between the community and socially 
motivated activists and voluntary 
organisations. Once these get activated, the 
external .social workers can withdraw. 

Protracted exploitative neglect and 
religious fatalism have benumbed the 
confidence of the rural communities. For 
obvious reasons, they tend to mistrust 
outsiders, and consequently refuse to open 
up when they are ftrst approached. Breaking 
this social barrier is a crucial task that needs 
sensitive handling and persistence. Once this 
happens, it is easy to form organisations. 

Land literacy succeeds in creating an ethos 
of mutual trust as a first step towards 
community empowerment and social change. 
The follow up would depend on the vitality 
and democratic strength of the elected 
panchayats and the local community 
organisations, together with their 
effectiveness in introducing changes. This 
could in part be ensured by the level ot 
success of environment building during land 
literacy. The maps and information generated 
can also be of immense help to the panchayats 
and local organisations in the process of 
planning and development. What is crucial 
in this context is the extent of this 
empowerment. 

Land Literacy and Rural Education 

One of the disturbing social realities in our 
country is the abysmal difference in 
educational opportunities for the urban 


‘haves’ andiherural‘havenols.’.Thvs.lwtt 
reached such proporiltms vha\ thercls hardly '• 
any urban job opponuniiies except lor the ’ 
privileged few who aie trained in the English 
medium, or lor cxpLiiicd. unskilled, daily 
wage labour. Paradoxically, tor the lalte.r, 
such jobs are predominantly in the tertiary 
sector, while for the former, the opportunities 
arc primarily as sellers of borrowed 
international technology in the secondary 
sector. A major share of national wealth is 
frittered away to educate Ihc urban elite, and 
thereafter to support unsustainable 
consumerism imported from countries of Ihc 
west. 

At the other end ot the spectrum is the 
overwhelming majunty of rural land-linked 
dwellers who arc victims of the exploitative 
social system. Even the few with pnmary, 
secondary or higher levels of formal education 
hardly derive benefits since the educational 
jiackage is totally irrelevant to their basic 
needs. Proper education should enrich and 
empower for belter living. 

The rural mas.ses continue to derive their 
sustenance from land, but with a justifiable 
feeling of having got an unfair deal. This is 
nut surprising because rural life in India 
today can hardly give them, even the bare 
necessities of life. Such an attitude stems 
from social discounting of the vital 
importance pf land linked jobs and activities 
in the primary sector. In fact it is such a 
livelihood that shouid have received the pride 
of place in this country. In the past, attempts 
to redress this situation - through external 
inputs applied selectively and in large doses 
to a few areas ~ have resulted in acute 
inequality in the niial areas, only a few rich 
(ami large) landholders reaping the benefits 
at the cost of long-term damage to both the 
ecology and the .soil. Asa result, the majority 
of the producers are the victims, while the 
parasites (in the urban areas) thrive and 
prosper. 

Incorporation of a module ba.scd on 
knowledge and experience about local 
rc.sourccs as a component of the educational 
system would change the scenario. Such an 
educational input would help them .o use 
their resources (land-watcr-biomass) 
optimally and sustainably. This would 
improve their economic status and generate 
diverse other liKal bcnclits. Land literacy 
can provide the foundation for this invaluable 
alternative educational system. 

Thinking beyond the present, such 
empowerment would create demands for 
local skills and relevant institutions for honing 
local knowledge. It would also ensure the 
preservation of invaluable traditional 
knowledge about agricultural practices, water 
management, biodiversity and genetic 
re.sources. This knowledge is not only fast 
fading out with the older generation, but 
being clandestinely usurped for use abroud. 
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in the absence of community resistance. Neem 
is an excellent example. 

The expert group evaluating the literacy 
campaign evidently envisaged these 
possibilities. There is indeed a very strong 
ca.se for replacing many of the existing post- 
literacy packages, including continuing and 
universal elementary education, by such a 
resource mapping (land literacy) package 
and giving it olTicial support by empowering 
local communities to take decisions on their 
local developmental issue on the basis of 
their own knowledge and experience with 
anelcmcni of greater equity and social justice 
embedded in their plans for water use, for 
regeneration of land, for employment. This 
would have far-reaching and positive, socio¬ 
economic implications. 

All this can be centred around the 
'community centre’ recommended by the 
literacy evaluation group (para 7.1S). linked 
with the library/continuing education centre 
to be built for each village. The present 
emphasis in the literacy campaign agenda of 
conducting jathas, learning camps and 
festivals, tesidcs the supply ol externally 
composed reading material should be 
reconsidered. Rather, persistent contacts and 
village-centred activities may prove to be 
more effective. Even nco-literates should 
not merely be taught but given a chance to 
teach and share their knowledge and 
experience, in land literacy style. It is time 
for a serious review of the way the literacy 
campaign is run by the centre. 

SuSTAtNABLt LaNO UsL AND SfcRVIVAL 

The compounded adverse effects of the 
over-exploitationof natural resources during 
the last four decades to prop up the national 
strategy of ‘betting on the rich' have been 
mentioned earlier, lliis has radically reduced 
the productivity of the bulk of our usable 
lands, which are now in the firm grip of the 
law of diminishing returns. Tlie increasing 
environmental problems cover the entire 
gamut of deforestation and erosion; siltation 
of channels and consequent fIno.'Jing; over- 
irrigation and drainage congestion; salinity 
and alkalinity of soils; monoculture and high 
yielding farming .sy.stem.s dependent on 
agrochemicals; and stagnant yields at 
increasing input costs. Scarcity of water in 
large areas due to overuse is posing a threat 
to the long-term viability of the system we 
are indefatigably pursuing. 

The present scenario provides a classical 
example of the catastrophic outcome of a 
policy of promoting the rapid affluence of 
a few who arc now emerging as power- 
brokers. The plunder of India’s scarce 
resources has consolidated the power of their 
money in influencing crucially the very 
governance of the country. The other gainers 
are the multinational agribusiness 
corporations and their local agents. 


This has left millions of producers 
impoverished. It is now a vicious circle of 
using the best lands for exploitative farming 
for the wealthier, with consequent 
marginalisation of the poorer rural majority. 
They have no option but to add to the 
degradation of the marginal lands for sheer 
survival. 

For the hundreds of millions of producers, 
a dignified level of survival depends on their 
ability to control and rationally use local 
resources. Today, this is virtually missing. 
The envisaged package of empowerment 
would enable them to use their land prudently. 
Tragically, the present levels of unit 
productivity, even from well tended and well 
watered lands of the rich, is exceedingly low. 
Even though we repeat what has been stated 
earlier, it is imperative that this trend be 
arrested, and that we move on to a more 
sustainable pattern of land use. 

I .and literacy is a tested module to endow 
the rural community with easy access to all 
necessary data and create confident local 
organisations. Of course, organised 
peasantry, land reforms and empowered 
panchayats are also essential pre-requisites 
fur the process of rural transformation. Even 
if these are absent, land literacy can trigger 
off the prtKcss. 

PARriCIPATORY WATERSHED DEVELOPMENT 
Prooramme 

The land literacy model did impress many 
well meaning functionaries in the corridors 
of power. As a matter of fact, this appears 
to be rellccted in some components of the 
latest central government programme for 
watershed based participatory rural 
development. The important key elements 
ol this programme, inter alia, include; 

(a) Stress on watershed to ensure a ridge to 
valley bottom approach to rehabilitate the 
critical and hitherto neglected upper reaches 
of the catchment. 

(b) Emphasis on local knowledge, experience 
and innovations. Interventions, if any, must 
be based on local suggestions. 

(c) The items of work should lead to a 
.sustainable land use pattern and also be based 
on liKal labour and material. 

(d) The funds shall be allotted as a one-time 
intervention grant for the entire project period 
of four years, with aceiling of about Rs 5,000 
per hectare. This funding pattern obviously 
eliminates capital-intensive engineering 
works with external inputs. 

(c) Actual planning, decision-making and 
implementation of the programme is to be 
done by the community, through a watershed 
committee, selected by the watershed 
association consisting of all the householders 
of the villages/panchayats of the watershed 
area. About 85-90 per cent of the funds shall 
be directly given to the committee by the 
zilla parishad or DRDA. 


(0 The entire programme shall stress the 
involvement of non-governmental or 
voluntary agencies as project implementation 
agencies (PIA) with their role limited to 
facilitating the villagecommitteetoundeitake 
the acta! works. Such activities shall include 
training; environmental building and 
community organising; providing technical 
support through watershed development 
teams, etc. These agencies shall receiveabout 
10-15 per cent of the project funds over the 
entire project period. Even the CAPART 
(Council for Advancement for Peoples' 
Action fur Rural Technology) is funding the 
voluntary .sector, through a parallel channel. 
Massive funds are proposed to be spent for 
the programme. 

(g) The priority shall be for watersheds with 
perceptible backwardness and stress given 
to poorer groups by forming them into self- 
help and user groups. 

(h) If panchayats or governmental agencies 
decide to take up watersheds as PIAs. they 
too must play a role similar to that of PIAs, 
in an interactive, NGO mode. 

The project provisions are, prima facie, 
UH) good to be true; and may also be a 
defence mechanism to divert the onslaught 
against liberalisation. In any case, it is not 
yet quite clear how precisely the above ideas 
are to be implemented, and it is quite possible 
that there should be massi ve leakages through 
irresponsible, fly-by-night NGOs, In fact, 
many of the states arc already deviating from 
some of the basic enunciations of the pro¬ 
gramme. Moreover, there are also appreciable 
differences in the modes of CAPART and 
DROA/ZP channels of funding. 

Hereafter, this programme is .supposed to 
be the main rural development approach to 
gradually replace most other ongoing 
schemes. Perhaps, all well-intentioned forces 
with .social moti vation should utilise the space 
that has been created. Nevertheless, the spirit 
of the programme would remain on paper 
unless local communities are empowered-, 
and that is a process that cannot be suddenly 
introduced through a centrally sponsored 
scheme. It is something that has to do with 
fundamental decentralisation of governance. 

One must repeat that there is grave danger 
of hijacking of such a massive project with 
practically unlimited funding by clever 
exploitative forces (including multi¬ 
nationals). In fact, they could take control 
of the lands fortheirconsumeristic production 
interests (through NGOs set up by them). 
Basically, empowerment of the people is not 
fully consistent with untrammelled reliance 
on ‘market forces' which is the present mode 
of thought in every sphere of economic 
activity. 

While discussing such a programme, it 
may be relevant to quote from an article on 
‘Exploiting Local Knowledge: International 
Policy Implications’ by Pat Roy Mooney in 
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as interesting Intermediate Technology 
Publication of UK entitled Cultivating 
Knowledge: 

...Indigenous knowledge became a tenet of 
UNCED's Agenda 21. recognised as an 
important base for building sustainable 
development and as an input for 
biotechnology development. Recognition is 
important in that it provides technical, 
institutional and financial support for local 
knowledge. Behind this interest in local 
knowledge, however, are also more disuirbing 
preoccupations which threaten community 
interests. This paper considers some of these 
issues at the international level. 

The interest in farmers’ knowledge coincides 
with a period of the expansion of interest in 
biotechnology and international manoeuvnng 
to gain control over the industry at the expense 
of farmers. At the national level, go veriimenLs 
are also introducing policies to cut back on 
agricultural research and slash extension 
services. While NGOs and community 
development is being promoted, this may 
hide the long-term impoverishment of 
agricultural research and its implications for 
the interests of the farmer Thus the present 
interest in small-scale farmers must be viewed 
within the larger liamework of international 
agricultural and agri-business policies.... 
Unless there arc empowered panchayats 
or strong community organisations, the 
villagers can be easily manipulated by the 
forces that Pat Mooney has pointed at. In 
other words, the watershed programme has 
a high voltage even explosive potential, either 
way. If implemented as it is likely to be, in 
the pre.sent milieu and present development 
(or the lack of it) of local rural organisations 
and institutions, the programme could be a 
nice .set-up for the complete colotiisation of 
the Indian people. 

The project has been discussed in view 
of the fact that the land literacy model 
seems to be tailored to meet both the 
challenges and dangers of this new initiative. 
It really gives a contemporary contextual 
dimension to land literacy. Unfortunately, 
the programme is a reality; land literacy 
is not. 

Participatory Rural Appraisal (PRA) 
AND Land Literacy 

Community participation is mandatory in 
the watershed programme. However, various 
state governments, NGOs and other agencies 
arc preferring the western style participatory 
rural appraisal (PRA) as the tool for eliciting 
community involvement This is primarily 
an aid to the external facilitators to get a 
quick view of the village and its community. 
In some cases, it merely helps in the 
preparation of learned research papers which 
bring fame and acclaim to the authors and 
their sponsors. But there is a more insidious 
effect of this process, indeed, it provides the 
means to subtly impase their will and attitudes 


on the local community. This is because the 
exercise starts with responses to well- 
structured and leading questions by the PRA 
operators. 

The introductory chapter of the Inter- 
mediatcTcchnology publication Cultivatuig 
Knowledge offers the following significant 
comment on PRA: 

...The MYRADA project in south India 
described by Mascarenhas (part three) uses 
participatory rural appraisal (PRA) 
methods...These methods help them and 
outsiders understand the dynamics and 
envisaged development needs of their area 
and to formulate priorities and strategies. 
The methixlology has also been intioduccd 
into government planning...(emphasis 
added). 

The community point of view will 
obviously be relegated to second place; the 
strategies would be those evolved by 
outsiders. They may be well meaning, but 
they do not belong, and they are apt to 
introduce their vision of what isin the interest 
of the actual participants. It is also a reality 
that only the relatively articulate and 
privileged of the community .'ihall respond, 
and not the representatives of the majority 
groups. 

indeed, one could even doubt the intentions 
of many donors, whose philosophy of life 
is conditioned by their ways of living, without 
a genuine concern for the affected people. 
Thus, this process is likely to enable the 
functionaries of line departments and even 
NGOs to control the project for continuing 
their dominance and influence over the rural 
system. They are hesitant to use objective 
tools that are dependent on community 
initiatives to collect vital information. 

The PRA yields only selective information 
and not necessarily data relevant to the 
community, since it is at best a guided 
participation. Its basic presumption is the 
incapability of villagers to undertake accurate 
data gathering or even mapping. It assumes 
the villagers to be ignorant about what is 
good for them. The use of montessori 
level technique like simple drawings and 
models on the ground or paper, tcstirie.4 to 
this attitude. 

The land literacy model ensurescommunity 
involvement through a process of resource 
mapping and creates a data bank with accurate 
and intelligible micro-level maps. These shall 
continue to remain useful for village level 
planning and even for state-sponsored 
projects and schemes. Expenditure on survey 
and investigation would also be largely 
avoided. This is likely to undermine the role 
of the agencies with vested interests. After 
all, knowledge is the key to power and 
authority. However, PRA may have a role 
during discussions on action planning, as a 
tool for the villagers, after initial 
empowerment through land literacy. 


Tenduncy to Bypass the Community 

The role of the Watershed Association , ^ 
(similar to gram sabha, gram sansad) which 
is the forum of all householders of the | 
villages/paiichayats of the watershed pro- '! 
ject unit, is one ot the focal points of the 
programme. Even the Watershed Committee 
shall be nominated by it for all day to day 
activities, including money matters. This 
association is supposed to cn.sure total com¬ 
munity involvement. Untortunaiely, the - 
concept is yet on paper only. I, 

Two problems arise herein. As of today, . 
the extant power structure in the villages 
determines the dominant voice and view of 
the association. Secondly, even with this 
caveat, the role ot the associalion is being 
undermined in many states to minimise the 
social control of the total community. In fact, 
even in West Bengal there is a tendency to ' 
keep the gram sansad on a low key. This 
discounting tends to strengthen vested 
interests even in the elected panchayats, and 
in the process saps the democratic vitality 
of the system. In fact, panchayati raj should 
bring the community to a more transparent 
relationship withthcirelectedrepiesentativcs 
- and ultimately enable it to cxerci.se some 
social control on the functioning of the local 
government and of developmental planning. 

ExLSTiNf. Database 

Many of the implementing states seem to 
be unduly preoccupied ab<iut the database 
and technical inputs for watershed 
development. The social issues of proper j 
environment building, community 
participation and empowerment are tar more 
crucial for this programme. This is because 
the actual woiks arc supposed to be based . 
on local knowledge, experience and ; 
innovations. 

In this context, massive investments have ■ 
been made for survey and investigations by 
innumerable central and state governmental 
agencies ovci the last fi v; decades. Yet, each 
new project docs not fail to have items of 
major expenditure for data collection. Yet 
these have already been able to generate 
terrain inlormation relevant at the operational 
gra.ss roots level. This is pan of the great 
hoax being perpetuated on the country, at 
great social cost. 

For instance, even today there are hardly 
any soil maps of basic value depicting land 
capability,irTigabilityor land suitability. Data 
about the water resources arc scrappy and 
mostly approximations based on empiricism. 
Most maps and information arc restricted to 
the district and at best, block level. These 
can be of some use only in regional planning. 
Micro level terrain variations are not reflected 
in such data. 

This is indeed strange in a country with 
bulk of its economy dependent on the 
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opumum uUWsaXion of \at\d and walct 
resources. This reflects the efficiency index 
of a massive tcchn<KracyTc\atcd to iand- 
water-agricuiturc, projected to be amongst 
the largest and most elTicient in the world! 

Fear ot Ground Truth 

Even half a ccniury after independence, 
the norms and procedures for executing 
development projects are based on colonial, 
mistrust-based values. The system has hardly 
any social accountability or transparency 
and is therefore easy to manipulate. This has 
engendered a tendency to hide or mask the 
truth about terrain realities at the micro-level 
to promote or boost unsuitable or even 
harmful projects. Excessively costly remote 
sensing is also been extensively used as a 
technical garb to bypass ground truth. 

Availability of micro-level (village 
plotwisc) factual data and maps generated 
by the people during land literacy would 
marginalise such machinations. It would 
bring out the pertinent variations in nature 
and enable the matching of the land-water 
utilisation pattern with terraincharucteristics. 
Such truth would also bear .scrutiny by actual 
users. 

However, the established system draws up 
blueprints for development projects on the 
basis ol approximations and the .scaling up 
of regional information to meet project needs. 
Such incomplete and irrelevant data boosts 
the prevailing corruption and inefficiency in 
the development machinery. These arc hardly 
of any value to field level u.sers, due to the 
predominance of unintelligible scientific 
terms and exotic technological proposals. 
Such packages mystify the schemes or 
projects and put them out of the peoples 
reach. Consequently the local dwellers 
hesitate to venture suggc.stions. Deliberate 
di.scounting of rural education has dis¬ 
couraged articulation and propped up the 
vested interests who pretend to be the 
purveyors of development. 

The dismal national record of land 
degradation and proliferation of environ¬ 
mental hazards clearly negates the value of 
all past efforts at watershed development. 
The cheap, largely local and dependable 
alternative through land literacy seems to be 
the obvious solution. 

Overcoming Estabi.ishment Resistance 

Understandably, there would be both 
bureaucratic and technocratic resistance to 
the land literacy mode, because such 
empowerment would shake the very 
foundations of their influence and power. 
However, it is the mounting pressure from 
the local communities at the grass roots level 
that could gradually break down this 
resistance, provided the government i s real ly 


sincere about empowering the people. 

Strong political support of the kind 
provided earlier by Kerala to the programme 
of resource mapping certainly can counteract 
official apathy. Even political organisations 
with the best of intentions and honesty, 
believing in ready to ‘doing good' to the 
deprived according to their own perceptions. 
Yet they would subconsciously shun 
community empowerment due to the fear of 
losing influence. Such groups would prefer 
to depend on their elected candidates bound 
by party discipline to follow their dictates. 
Unfortunately, this is today the reality in 
West Bengal, which has otherwise made 
good progress on the rural front. Little 
do the powers realise that the respect lor 
positive political interventions shall increase 
when the communities start fending for 
ihem.scivcs. 

The Pi:rspi-(Tive 

III c'u'iclusion, the only viable alternative 
is to pursue a protracted rural campaign of 
various interlinked facets. This should 
encompass lueracy, health, land literacy, and 


participatory planning and development. 
Such an effort is certain to generate 
confidence, articulation and the capacity of 
the people to demand their rightful dues. 

The emerging democratic awareness and 
power of the rural electorate will boost this 
process of empowerment and self-reliance 
substantially. As a multiplier effect, the rural 
scenario may start changing towards equity 
and sustainability. Considering the 
overwhelming majority of people in the rural 
sector, there will be a critical mass effect that 
may neutralise the forces of consumerism 
and socio-economic destruction that has been 
unleashed in recent years. Models for 
empowerment are now known and tested. 

Maybe for motives of their own, some 
space has also now been created by those 
in power for starting such a campaign. The 
socially motivated voluntary organisations 
and political groups with faith in secularism 
and democracy should grasp this opportunity. 
This may perceptibly deter vested interests 
from taking advantage of the present 
weakness and inability of the rural people 
to press for and get their rights. 


NON-GOVERNMENTAL 
ORGANISATIONS IN DEVELOPMENT 

THEORY AND PRACTICE 

Noorjahan Bava 

The book reflects the adoption of inter-disciplinary approach so very 
necessary to comprehend the nature, role and the dynamics of the NGO 
world. It brings the perspectives from political science, public administration, 
social work, sociology, history, philosophy, development economics and 
environment under one roof in examining the issue of peopie’s participation 
through NGOs in rural-urban development, women’s development, 
environmental development and nation-building in India. 

23 cm Cloth 1997 Rs. 450 ISBN 81-7391-170-0 

SOCIO-ECONOMIC 
TRANSFORMATION IN INDIA 

Biswanath Ray 

This book reviews the prevalent social, economic and demographic 
features in India. Such diverse issues as internal and international 
migration, mortality, family planning, fertility transition, economic activities 
and women, maternal mortality, religious heritage, living conditions ot 
senior citizens, chiid labour and forestry and sustainable development 
ha' a been discussed in this volume. 

23 cm 1996 Cloth Rs. 595 ISBN 81-7391-150-9 

Note: We allow usual library discount with free packing and 
postage facilities in India. 

Rush your orders to 

KANiSHKA PUBLISHERS, DISTRIBUTORS 

4697/5-21 A, Ansari Road, Daryaganj, 

New Delhi-110 002 

Phones: 3270497, 3288285, Fax:011-3280028 



288 


Economic and Political Weekly February 8, 1997 



Macro-Econoimc Stabiifity, Growth and 

Fiscal Reform 

The Indian Perspective 

M S Mohanty 

This paper evaluates various fiscal policy options from the point of view of macro-economic stability and growth 
in the Indian economy. The paper notes that the current programme of bringing down the fiscal deficit ratio to 
4 per cent of GDP is expected to lower inflation and interest rates in the economy and strengthen the sustainability 
of fiscal balance in the long run. Given the greater integration between domestic and world financial markets, 
fiscal deficit assumes a great deal of significance as a policy instrument of maintaining the viability of e.xternal 
sector. In the context of growth, fiscal adjustment needs to be tailored to rcver.se the declining trend in infrastructure 
investment and basic social services and to improve the productivity of resources use in public sector. 


i 

Introduction 

THE fiscal retorm process in India, initiated 
since 1991, has a strong underpinning in the 
goals of macro-economic stabilisation and 
growth. The attempt to regain control on 
macro-economic situation through fiscal 
adjustment has been a global phenomenon 
since the beginning of 1980s, as this period 
unfolded for many developing countries the 
events of mounting external and internal 
debt with resulting loss of international 
credibility, high rates of inflation, a large 
growth in balance of payments deficit, and 
major decelerations in growth performance. 
The global context in which India was placed 
and the expediency of the situation in 1991 
were the two most immediate factors which 
led to the introduction of a comprehensive 
set of reform measures in the Indian economy, 
spearheaded by a programme of fiscal 
retrenchment and adjustment. 

The past half a decade of fiscal adjustment 
process has .seen many developments such 
as a decline in the ratio of fiscal deficit to 
GDP of centre - from about 8.4 per cent in 
1990-91 to 6 per cent in 1995-96 - a change 
in the compo.sition of financing of deficit 
with sub.stantial reduction in the reliance on 
monetary financing, deregulation of interest 
rate in government security market, a 
comprehensive programme to reform the tax 
structure, policies to restructure and divest 
in public enterprise and measures to compress 
central government expenditure, with burden 
falling high on the investment outlay. Do 
these broad features of fiscal reform meet 
the intended objectives of stabilisation and 
growth? What about the evidence on their 
success? In this paper we address the above 
questions and the related issues to argue that 
fiscal stability is a key determinant of the 
macro-economic stability and growth in the 
economy. In focusingon the macro-economic 
stabilisation the paper relocates the context 
of fiscal adjustment in the light of the 


developments in the past five years in the 
fields of inflation, interest rate and sus¬ 
tainability of deficit. This aspect is dealt with 
in Section II. In Section III the paper reviews 
the external dimensions ol fiscal deficit while 
in Section IV the discussion is with respect 
to growth and fiscal adjustment. Section V 
concludes the pairer. 

II 

DcHcit, Inflation and Interest Rate: 

Internal Balance 

In India, the transition from cri.sis to one 
ot fi.scal containment has been, by no means, 
smooth and problem-free. Table 1 provides 
a brief account of the chequered evolution 
of major fiscal and monetaiy indicators during 
the reform period. The first twounion budgets 
succeeding the crisis year undertook the 
immediate task of stabilisation and laid the 
foundation of policy reforms that were to 
follow in the tinancial, trade and industrial 
.sectors. The adjustment programmes pro¬ 
posed in 1991 and 1992 budgets achieved 
a large order of fiscal compression, .streng¬ 
thened the effectiveness of monetary 
regulation, effected the devaluation in 
external valucof rupee, created the condition 
for reform in the government security market, 
initiated comprehensive reforms in the tax 
system, and carried out distnvesiment in 
state-owned enterpri.scs. The correction 
resulted in a contraction in money supply, 
and reduction in inflation rate during these 
years. The financial scctorreform highlighted 
by deregulation of interest rate and reduction 
in statutory liquidity ratio brought about an 
increa.se in the i nterest rate in the government 
security market. With thcemphasis gradually 
shifting to stmctural reforms, fiscal deficit 
spurted again in the 1993, resulting in a 
major slippage in fiscal correction, although 
a number of reform measures proposed in 
the previous budgets were strengthened 
further. Fiscal consolidation returned as the 
principal objective in the following two 


budgets in 1994 and 1995, which was helped 
by the favourable out turn in the growth 
scene by then and improved buoyancy in tax 
collection, in response to reform. Though 
fiscal deficit declined to below 6 per cent , 
of GDP by 1995-96 expenditure rigidities 
surfaced again as the major constraints of 
long-run fiscal reform. 

The economy is now poised lor an im¬ 
proved growth performance. This will 
somewhat ea.se the constiamt on long-term 
reform in fiscal .sector hy bringing about the 
much needed buoyancy in revcnuccollcction. 
But the recent hardening ot interest rate, and 
the growth of interest payment liability in 
the budget have necessitated fiscal concctiun 
of much higher order than achieved .so far. 
The Union Budget for 1996-97 presented in 
July 1996, has estimated u lower order of 
fiscal deficit of 5 |>cr cent of GDP and has 
set a target of 4 percent delicit m the medium 
run. .Strengthening monetary regulation, 
improvtng iiiliastructiirc situation, and 
reviewing cxpendiiiiie piograinmcs by a 
commission have been gi\en piiority in the 
current programme of macro-economic 
retorm in the budget. 

Despite the reasonable success in fiscal 
icform the macro-economic scene m India 
IS still dominated hy the concern of high 
fiscal deficit. Two c|uestions immcdiitcly 
come to mind. What determines a.sustainable 
fiscal situation and how docs it matter for 
the stability ot macro-economic situation? 

Sustainability Issue 

The issue of macro-economic stability is 
linked to the sustainability of fiscal deficit 
in terms of its implications for debt burden, 
inflation, interest rate and balance of 
payments. Deficit in the current period is 
intertemporally linked to the deficits in the 
previous period. This process imparts certain 
inevitability to the fiscal situation as debt 
.servicing can grow exogenously from the 
current fiscal operation and can lead to 


Economic and Political Weekly February 8, 1997 


289 



potential unstable conditions in the medium 
to long run. Blinder and Solow (1973) showed 
that a one-shot deficit in the government 
budget could create unstable situation in the 
long run since deficit, far from being expan¬ 
sionary, may actually prove deflationary in 
its effect, which would create a vicious 
process ol debt accumulation and deflation. 
This outcome is plausible under a strict bond 
financing scenario, and market clearing 
interest rate system. In the case where the 
deFicil is moneti.scd by various degrees, while 
the dynamic adjustment process may ensure 
a stable equilibrium condition, the adverse 
price effect of money financing policy might 
operate as a constraint against this option. 
A further case of potential dangerous 
implications of public deficit owing to Sargent 
and Wallace (19KI) relates to the notion that 
deficit would have to he eventually 
monetised. This result follows from the two 
veiy crucial assumptions that real intcrc.st 
rate must exceed the real growth rate of 
output in the economy and that there is a limit 
to which private sector can absorb additional 
public debt. Thus, any financing policy that 
leads to increased debt accumulation would 
require, sooner nr later, higher money creation 
and higher inflation. This underlines the need 
for maintaining consistency and co¬ 
ordination between fi.scal and monetary 
policies, keeping in view thedynamic linkage 
between deficit, inflation and interest rate. 
Yet. another naive way of addressing the 
sustainability of ll.scal policy is to answer 
the question: at what level of debt burden 
does public debt imply an unsu.stainahle 
burden? Blanchard (1984) and Galbraith ct 
al (1993) provide an interesting answer by 
relating public debt to interest rate and an 
irreducible minimum primary deficit. If T 
is the maximum amount of taxes which the 
government can col lect and G is the minimum 
socially acceptable government non-interest 
expenditure which cannot be avoided for 
socio-political reasons then the change in 
debt: 

A D= rD + (G-T) 

where r’ is real mtcre.st rate and ‘D’ is 
outstanding debt and (G~T) is the primary 
surplus, which is supposed to be invariant 
to inflation, assuming that taxes and expen¬ 
ditures grow at the same rate as inflation. 
Given this relationship the outstanding debt 
(D) will rise when rD>(G-T), or ‘D’ will 
increase forever when it exceeds D* which 
equals 0*= r ”'(T-C). In the simplest .sense 
this analysis demonstrates that if the interest 
payment on national debt exceeds the largest 
possible amount by which primary deficit 
can be reduced then debt will necessarily 
grow ever increasingly to higher levels. This 
is a situation where government runs a Ponzi 
scheme which may ultimately force it to 


repudiate a part of its debt. If, for example, 
the immutable socially acceptable primary 
deficit is 4 per cent of GDP and real interest 
rate is also 4 per cent, the maximum 
sustainable debt turns out to be 100 per cent. 
Although this simple analysis demonstrates 
the irreversibility condition under a rigid 
fiscal policy option, it ignores a number of 
other facts such as, monetisation of deficit 
and the optimal combination of deficit, 
inflation and interest rate which arc more 
relevant matters in the real life situation. 

In the closed economy context what the 
above analysis underlines is that there is a 
need to evaluate consistent policy options at 
least in two major directions. Given the 
history of government fiscal position and the 
evolution of debt-income ratio up to the 
current period, one policy option in this ca.se 
implies stabilisation of debt-income ratio to 
a level which would be consistent with an 
acceptable inHalion rale and interest rate in 
the economy. This is a time consistent policy 
option, which assumes adjustment in all 
variables, namely deficit, money and 
intlation. An inflexible fiscal condition with 
preference for a permanent deficit in the 
primary account posits a policy option of 
different tyjic, which involves a trade-off 
between the short run and long run objectives 
of price stability. 

In India, much of the problems of rising 
government debt originated in the 1980s, 
which witnes.scd an average annual fiscal 
deficit of 7.4 per cent of GDP in the case 
of central government. As a consequence, 
this period witnessed a rapid growth in pubi ic 
debt of centre from abtrut 45 percent of GDP 
in 1980-81 to 65 per cent by 1989-90. Public 
debt for this analysis is defined as the domestic 
inicreiii bearing debt plus the rupee value of 
external debt valued at current exchange 
rate. The impact of fiscal correction on public 
debt, i f anything, has been slow and marginal 
as debt/GDP ratio almost remained static 
between 1990-91 and 1995-96 (Table I). 


Inflation rate during the 1980s averaged 8 
per cent, which was primarily propelled by 
net RBI credit to centre to ftnance an 
increasingly high proportion of fiscal deftcit. 
Inflation situation in the recent years has, 
however, shown considerable improvement, 
responding to a variety of policy measures 
including the enforcement of monetary 
discipline and buoyancy in real sector, which 
in more ways than one, reflects the policy 
induced spurt in industrial growth. With the 
inflation rate now being stabili.sed around 6 
per cent or so. sustaining this improvement 
in the long run poses an important policy 
challenge for the economy. Interest rate in 
the economy was administered for a long 
period, which insulated the causes of deficit 
from their consequences on the budget. The 
deregulation of interest rate on government 
market borrowing and the reduction in 
statutory liquidity ratio since 1992-93 have 
brought to the fore the familiar policy 
dilemmas involving high fiscal deficit and 
high interest rate, on the one hand, and the 
objectives of short-run price stability, on the 
other. In what follows, in the rest of this 
section, we evaluate a few policy options 
relating to deficit, inflation and interest rate 
in India, and put them in prespcctivc in the 
context of the ongoing fiscal adjustment 
programme. 

The analysis is focused on the central 
government deficit, although a distinction is 
made between centre’s borrowing and its 
lending operation with the rest of the .sectors, 
including states and public enterpri.scs. For 
analysing the debt dynamics of central 
government, we follow the framework sug¬ 
gested by Rangarajan. Basil and Jadhav 
(1990) and Mohanty and Kundrakpam (1994) 
and augment it with endogenous price and 
interest rate variables. The starting point of 
the analysis is the budget constraint of the 
central government which links the 
government deficit to different modes of 
financing. 


Tabie 1: Major Piscai, and Monetary Indicators 



1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 







(RE) 

(BE) 

Fiscal dcficit/CDP 

Central government 

8.3 

5.9 

5.7 

7.5 

6.1 

5.9 

5.0*» 

debt/GDP* 

61.9 

66.1 

64.8 

65.8 

63.3 

61.2 


Net KBI credit to cenire/GDP 2.7 

0.9 

0.6 

0.03 

0.2 

1.8 


Money supply 
growth (per cent) 

1.5.5 

19.6 

14.2 

18.4 

22.2 

13.2 

I5..5-I6** 

Inflation (per centi 

Interest rate on 

10.3 

13.7 

10.1 

8.4 

10.9 

7.8 

6-7** 

market borrowing 
(per cent)# 

11.4 

11.8 

12.5 

12.6 

11.9 

13.7 


GDP growth (per cent) 

5.4 

0.9 

5.1 

5.0 

6.3 

7.0## 



Noie.s: * Public debt is defined as the domestic interest bearing debt plus the rupee value of external 
debt valued at current exchange rate. 

** Estiamted/targei. 

# Weighted average interest rate on government dated securities. 

## Initial projection. 
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(OrT,) + + i*RG,_, + wNF,_, 

■KU - L,., - cl^,) = [(B, -B,.,) 
+(RG,-RG,.,) + (NF,-NF,.,)] (I) 


where t subscript refers to time period, 
G is non>interest revenue and capital ex¬ 
penditure. T is non-interest revenue receipts, 
G-Tis net primary deficit, B is gross domestic 
debt other than concessional debt owed to 
RBI in the form of ad hoc Treasury bills, 
RG is outstanding ad hoc treasury bills. 
NF is outstanding foreign debt, L is outstan¬ 
ding loans and advances of centre to others, 
i is average interest rate on B,_|, i* is interest 
rate on ad hoes, w is average interest rate 
on foreign debt and e is average interest 
rate on L,_|. 

The budget constraint at (1) shows that 
net primary deficit and the interest payment 
plus net lending in excess of interest re¬ 
coveries equal the sum of the borrowings 
from RRl.in the form of concessional finance 
such as ad hoc Treasury bills and from other 
domestic and foreign sectors. We asiiume 
that: 

(1) Outstanding loans and advances of 
central government in year ‘i-1 ’ is a fraction 
‘g’ of the outstanding other domestic debt 
in period ‘l-l’. i e, 

L,-|=SB..| (2) 

(2) The incremental net lending is a 
fraction ‘h’ of the change in other domestic 
debt, i c, 

- U.| = h (B,-B,.,) (3) 

(3) GDP grows at a rate ‘k’, which com¬ 
prises a constant real rate of 'n' and inflation 
rate of n, i c, 

Y, = (l+k)Y,., (4) 

where k = f(l+n)(l+Jt)l-l 

(4) Change in external debt is a constant 
proportion of GDP. i e. 


(NF, - NF,.,) 
Y 


(5) 


(5) Total debt equals debt owed to RBI 
by way of ad hoes, to other domestic .sectors 
and to foreign sector, i c. 

D, = B, + RG, + NF, (6) 

Substituting equation (2) to (6) in equa¬ 
tion (I) and rearranging terms we obtain the 
following equation fur debt/income ratio 


D, _ (l-h+i-eg) D,_| I G,-T, 
^"(l-hfll+kl'^'^’fTb) “yT'^ 
(i*-i+h+cg) RG,_| (w-i+cg) NF,_| 

(l-h)(l+k) Y,.,' (l-h)(l+k) YZ 

h RG, hf 
(l-h) Y, (l-h) 


It will be .seen that the first term is the 
most important constituent of equation (7) 
as this will determine the stability condition 
for the debt/GDP ratio, which is given by 
[(l-h)k + eg]>i. It shows that the debt to 


GDP ratio will converge to a stable value 
when growth rate, weighted by the ratio of 
net lending, plus the interest rate on domestic 
lending, weighted by the fraction which is 
on-lent, exceed the intere.st rate on other 
domestic debt. Since in the lung run ‘g* will 
converge to *h’, the condition can be written 
as l(l-h) k + ch]>i. Holding ‘h’ and *g' to 
7.ero. that is the condition where net 
lending is zero, we get the familiar stability 
condition k > i. 

Equation (7) is modified to accommodate 
a policy development relating to monetary 
sector. According to the agreement between 
the government of India and Reserve Bunk 
the system of ad hoc Treasury bills will be 
phased out by the end of the fiscal year 
1996-97. This implies that from 1997-98, 
RG, would remain constant, say at RG. 

RG, RG,_i RG 

—!=-Li—=-(«) 

Y, (l+k)Y,., (l+k)Y, , 

Out of the outstanding ad hoes at the end 
of March 1997, a certain portion that is RG I, 
constituting special securities issued to RBI 
in conversion of ad hoes is assumed to be 
■serviced at i’while the remaining RG-RGI 
is assumed to be converted to some stocks 
or ways and means advance from RBI and 
serviced at the rate of i**. Incorporating this 
condition equation (7) becomes: 


.Bi - Bl! + JL ^illi + 


(l-h)(l-fk) Y, 

-I l-h Y, 

(i**-i-t-eg) RG 

(i‘*-i‘)RG, 

(l-h)(l-i-k) Y,.| 

(l-h)(l+k) Y, 1 

(w-i+cg) NF,.| 

hf 

-— (9) 


(l-hKl+k) Y,,, (l-h) 

Whi le equation (9) was used for projection 
of debt/GDP ratio, interest burden (IB) on 


the budget is given by 
^g _i'D|- l^iB,.i-t-i R G ^■^■i**(RG-RG, )+wNF,_| 
R R 

where ‘R’ is revenue receipts ot the central 
government. 

DtBT, Monry .Sum y ano Infi.aiion 

Having projected the three hroad com¬ 
ponents of public debt, monetised debt is 
given by the outstanding ad hoes and the 
RBI’s holding of government securities and 
other 91-days bills. While the former 
component of net RBI credit to centre is 
directly generated in the model and is kept 
coniitant at the 1997-98 level, the latter 
component, in the base line case, is assumed 
to evolve as a fixed proportion of other 
dome.stic debt. In flow term this implies 

B,-B, ,=(BM,-BM,.,,)+(BNM,-BNM,.,) 

where BM and BNM are domestic monetary 
debt (excluding ad hoes) and domestic 
non-monctary debt, respectively Assuming 
BM,-BM,_| as a fraction y of (B,-B,_|). 
outstanding RBI credit to centre is given by: 

RBCG, = RBCG,., + 7(B,-B,.,) 
+(RG,—RG,. I) 

In the simulation the value ol y is taken 
us the average ratio of change in net RBI 
credit to centre to change in domestic debt 
during the peruKi 1991-92,1992-93 and 1995- 
96. This excludes two years i e, 1993-94 and 
1994-95 during which net change in RBI’s 
holding of government securities was 
negative due to an exceptional ri.se in net 
foreign assets of RBI. 

Reserve money comprises RBI cicdit to 
centre and 'others'. such as net foreign assets 
and KBI credit to commercial sectors and 
stales, net ol non-inonetaiy liability Relaiing 
the ‘other component to GDP we have: 

RM,=RBCG, i+ytU, H, |)+()Y, (10) 


Table 2 : Macro-Economic Siabiuty ■ ALTCRNArivi- Paois or Pi.v ai. Auiesivii .m 
(A nnual average values) 



NPD = 1 7 Pei Cent 

NPD = 0 5 Per (Vnl 

NPD 

= 0 

Critical 

Variables 
(in Per Cent) 

1997-98 

to 

99 2(KKI 

1997 98 
to 

2tK).S-(K) 

1997-98 

to 

99-2(88) 

1997-98 

to 

2(8)5 (8) 

1997-98 

III 

99 2(88) 

1997-98 

to 

2(8)5-06 

Dcbl/GDP 

60.7 

66 2 

56 4 

.56 4 

53 9 

.504 

Fiscal deficii/GDP 

8.6 

It) 1 

5.6 

6 1 

4 0 

3.8 

Inflation 

7 5 

K.O 

( 3 

5 7 

5 6 

4.4 

Interetit rate 

14.0 

15 i 

12.2 

12 7 

10 5 

102 

Interest payment/GDP 

59 

75 

5 0 

54 

4.3 

4 1 

Inicn-st payment/ 
revenue receipts 

.55.2 

63 1 

46 2 

44 4 

39 3 

32.8 


Assumpuuons (I) Interest rates on foreign debt .uid ad hoc Treasury bills an. .1 44 per cent, 4.6 per 
eeni, respeelively. 

(2) Net foreign borrowing is 0.18 per cent of GDP. 

(5) Mel lending by cenlrc is 32 per cent of change in other domestic debts. 

(4) Interest rale on net lending is same as the average intercsi rate on domestic 
borrowing. 

(5) Real GDP growth is b per cent 

(6) Net RBI credit is 15 per cent of change in other domestic debt, which is the 
average value during 1991-92,1992-93 and 1995-96. 
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where ‘B’ is RBI credit to other sectors as 
a proportion of GDP, and as envisaged 
(RG,-RG,.i), IS zero. Money supply is 
determined by the reserve money and a 
constant money multiplier. 

Mj=m* RM (ID 

where ‘m’ is the long run average money 
multiplier. An estimate of price level (P) is 
generated from a simple money demand 
function of the type; 

Md 

ln(-) = In a„ + a, In y (12) 

P 

where ‘y’ is real income. Assuming M*'=M* 
and inverting equation (12) we obtain the 
following OLS estimates of price level based 
on the annual data for the period 1970-71 
to 1995-96. 

In P, = 3.988 -s 0.294 In M, 

(2.27) (4.21) 

- 0.503 In y, + 0.724 In P,_, (13) 
(-2.49) (7.34) 

R^ = 0.997 h = 0.812 

Differentiating equation (13) with respect to 
time, yields the lollowing equation for 
inflation rate (it) : 

h M. y. 

!!,=(-—) = 0.294 (—) -0.503 {—) 

Pt M. yt 

Pt-t 

+ 0.724 (—) (14) 

P.-I 

In order to evaluate the interest burden on 
the budget we need have an idea on the 
growth of revenues. This is projected by the 
following linear regression, relating revenue 
to real output (y), price level (/i)aml adummy 
to allow for the imp.ict of reduction of customs 
tariff on revenue. 

In R = -12.984 + 2.271 In v 
(-11.710) (9.13) 

-I- 0.384 In P - 0.130 D 
(2.47) (-2.82) 

R^ = 0.996 DW=1.57 

Dehot and Interest Rate 

Interest rate deregulation and gradual 
reduction of statutory liquidity ratio on banks 
have opened up issues for fi.scal system at 
least in two major directions. First, the 
dynamic linkage between deficit, inflation 
and interest rate is much stronger now than 
everbefore. in thisenvirontnent, expectation 
is bound to play a major role in the financial 
market, with implications for government 
budget. At the same time, the signalling role 
of fiscal regime Iiils gained in importance. 
The fiscal programme of the government is 
now evaluated by market agents and rctlected 
in theircxpcctations. The second major issue 
relates to the policy contradictions and their 
outcomes in a free financial market, a specific 
case of which relates to monetary and fiscal 
policy co-ordination. Evaluating the fiscal 
and monetary policv nexus in the standard 
IS-LM framework has its own limitations. 


Continuous resort to created money to bring 
down pressure on real interest rate, caused 
by fiscal deficit, has been found to have 
driven up the nominal interest rate in case 
of many countries through a rise in inflation 
expectation. 

In India, after the deregulation of interest 
rate in government security market, the 
average intere.st rate on central government 
domestic borrowing (excluding ad hoc 
Treasury bills) has risen to about 12 per cent 
in 1995-96 compared to about 10 per cent 
in 1990-91 and about 6 per cent in 1980-81. 
This rise was led by an increase in yield or 
coupon rate on market borrowing as well as 
a substantial increase in the share of market 
borrowing in total borrowing of the central 
government. Asa result the weighted average 
interest rate on government dated securities 
rose to 13.7 per cent in 1995-96 from 11.4 
per cent in 1990-91, despite an average annual 
money supply growth of 17.5 percent during 
this period which held down the pressure on 
interest rate. Fisher's equation provides an 
useful framework to analyse the behaviour 
of interest rate in developing countries. 
According to this hypothesis, nominal interest 
rate (i) comprises of real intcrc.st rate (r) and 
inflation expectations (n*^): 

i, = r,-Eit,® (15) 

Following Edwards and Khan (1985), 
real interest rate in a closed economy 
framework can be assumed to comprise two 
parts, viz, a constant long run equilibrium 
real interest rate (p) and the other part 
accounting for (he deviation of real rate 
around the constant long-run rate, which 
is brought about by excess money supply 
(EMS) 

r, = p - X.EMS, + w, (16) 

where w, is a random error tenn and X is a 
parameter. The excess money supply is 
defined as : 

EMS, = In m, - In m,'* (17) 

where'm,' and m,** arc supply and demand 


for real money balances. Assuming a stock 
adjustment process for real money balance, 
we get; 

A In m, = p (In m,** - In m,_i) (18) 

where A In m, = In m, - In m,_| and p is 
the coefficient of adjustment such that, 
I .Equation (18) can be simplified as: 

In m, = P In m,** + (l-p)ln m,_| 
which after combining with (17) and (18) 
yields 

EM.S, = (l-p) (In m,.| -In m,'') (19) 

Substituting (12) for real money demand in 
(19) and further substituting it in (16) we get 
the following reduced form equation for real 
interest rate. 

r = i|»o + ^1 In y + ()>2 In m,.| +w, (20) 

where: 

(1)0 = p -E X(l-p)ao 

(|i, = X (l-p)ai 

(1)2 = -X(1-P) 

The above equation relates real interest 
rate to income and lagged real money supply, 
featuring both supply and demand for money. 
Fiscal deficit is indirectly represented in the 
equation to the extent that real income 
reflects the fi.scal .stance of a given year. 
This relationship is Keynesian in nature 
and is deduced from the ex post national 
income identity, linking income to expen¬ 
diture. This straight forward relationship, 
however, sufers from a limitation in that it 
ignores the interaction between public and 
private investment expenditure and the 
possibility of the ‘crowding out’ pheno¬ 
menon. In order to bring out the impact of 
fiscal deficit on real intcrc.st rule in mure 
explicit way, the above interest rate equation 
was augmented with a variable represen¬ 
ting the change in government domestic 
debt (B,-B,_|) 

Real interest rate in the model is defined 
as the average interest late on domestic 
debt minus the realised inflation rate. 
Equation (20) was estimated using the 


Tabiti 3: Exiernai. and Iniernal Balances in Inuian Economy 



1980-81 1985-86 
to to 

1984-85 1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1 Current account 

deficit GDP 

1.6 

2.32 

34 

0.6 

2.0 

Q.5 

0.9 

2 Fiscal deficit/GDP 

3 Public saving-investineni 

6.26 

[ 

7.93 

8.33 

5.9 

5.72 

7.52 

6.1 

gap/p* 6.96 

4 Private saving-investment 

8.38 

8.72 

7.24 

7.36 

8.04 

7.11 

gap/GDP* 

-4.03 

-5.19 

-7.14 

-7.33 

-4.50 

-8.06 

-8.35 

.3 Errors and 

omission/GDP 

-I..32 

-0.87 

1.82 

0.69 

-0.86 

0,52 

2.14 

6 Real effective exchange 

rate (per cent chnge) 

-0.55 

-5.2 

-12.4 

-4.0 

-11.4 

7.4 

6.8 

7 Interest rale of external 

6 08 

5.9 

5.8 

5.8 

5.3 

4,7 

4.6 

debt (percent) 

(a) Official debt 

4.52 

5.02 

4.0 

4.2 

3.9 

3.6 

3.5 

(n) Private debt 

10,66 

7.72 

8.3 

9.5 

7.2 

7.3 

7.6 


* A gap IS represented by (E) and surplus by (-). 
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annual data for the Indian economy during 
1972-73 to 1995-96. 

r =-162.93 - 31.413 In m,_| 

(-2.03) (-4.87) „ n 

+ 39.56 In y + 4.993 In 
(3.39) (2.87) P 

R^O.84 DW = 2.15 

The signs of the parameters are as expec¬ 
ted in the theoritical model. An increase in 
money supply will bring down pressure on 
real interest rate with a lag, while a rise in 
real income will strengthen money demand 
and raise real interest rate in the economy. 
Fiscal deficit, apart from indirectly affecting 
interest rate through income will also directly 
impact on it by raising the level of credit 
demand. 

A view also needs to be taken on inflation 
expectation (k*^), which in the adaptive 
framework can be specified as 

Jt*, = (l-l))) Jt|_2 + 0(t-<j))^ )t,_3 

+ ... + $ (l-ttD'-' TCo (21) 

where 0 < <ti < 1. 

Equation (21) may be written as 

= (IH)) + (tin,., (22) 

Equation (22) states that expectation is 
revised on the basis of the adjustment between 
the previous periods’ observed and expected 
inflation. As suggested by Rao (1992) the 
adjustment coefficient is computed through 
a grid search method, which provides the 
optimal value of <|i that minimises the error 
between the actual and expected intlation.' 
In our case the optimal valueof forthe periixl 
1970-71 to 1995-96 turned out to be 0.069, 
so that the expected inflation function is 
given by 

n*’, = 0.931 iri’,., + 0.069 n,., (23) 

The low value of ({i implies that recent 
developments in the economy have very 
little bearing on the inflationary expectation 
of people. What matters more forexpcctation 
formation is the history of inflation and the 


trend-setting developments in the price 
situation, than a temporary or out-of-way 
departure from the long run inflation path. 
This also throws light on the current 
developments in the interest rate, which is 
viewed by some as a phenomenon of high 
real interest rate. The expected inflation for 
1995-% according to the above adaptive 
framework is estimated at around 8 per cent, 
which on the basis of average interest rate 
of about 11.8 per cent on domestic debt 
(excluding ad hoc Treasury bills) yields an 
average real interest rate of 3.8 percent for 
the aggregate domestic borrowing of the 
central government. While considered against 
the weighted average yield of 13.7 per cent 
in the government market borrowing, the 
real interest rate can be placed somewhere 
around 5 to 6 per cent in 1995-96. 

Evaluation oi- Policy Options 

Putting the above equations together, it is 
possible to evaluate various policy options 
of fiscal adjustment, based on the equilibrium 
path of debt/GDP ratio, inflation and interest 
rate. Table 2 summarises the results of three 
policy simulations involving three alternative 
paths of fiscal stance. These three alterna¬ 
tives arc: net primary deficit of 1.7 percent 
ol GDP, which is the average value seen 
during the past five ycairs of reform process 
(1991 -92 to 1995-96). The relevant question 
is: how docs the public debt, price and interest 
rate conditions evolve, if the economy puts 
up the average fiscal effort of the type seen 
during the pa.st five years of reform? Does 
this guarantee both long run and short run 
stability in critical macro variables? The 
second scenario considers a moderate NPD 
ratio of 0.5 per cent of GDP, which is close 
to the fiscal stance underlying the 1996-97 
budget. The third alternative is a zero NPD 
target which can be considered as a bench¬ 
mark fiscal stance which will ensure stable 
macro-economic environment in the eco¬ 
nomy. The real GDP growth rate is assumed 
at 6 per cent for the simulation period. 


Table 2 provides a few striking aspects 
of the fiscal policy options. A net primary 
deficit of the order of what was obtained on 
an average in the past five years ol fiscal 
reform is likely to have adverse implications 
for the macro-economic stability both in the 
short nn and long nin More than its macro 
outcomes, what becomes crucial is the 
.stability of the debt/GDP ratio in the long 
run. which is not guaranteed with the fiscal 
options of the type obtained so tar m the po.st 
reform period. A net primary deficit ratio of 
1.7 per cent of GDP could lead to an annual 
average inflation rate of about 8 per cent in 
the medium run, which by sirenthening the 
interest rate further would place the debt/ 
GDP ratio on an unstable path. While debt/ 
GDP ratio on an average nses to above 66 
per cent in the medium to long run, it would 
have surpassed 75 per cent by 2(X)5-06, and 
quickly thereafter 100 per cent.m the next 
few years. This is a potentially unstable 
situation as intere.st rate exceeds growth 
rate in the long run. Interest buulcn in this 
scenario would have increased to a 
disproportionately high level as compared 
to tlie present positron. A moderate NPD of 
0.5 per cent of GDP demonstrates the likely 
implications of a fiscal stance, which lies 
between what could he descnlicd as the 
desirable and nol-so-desirablc option. The 
outcome under this scenario shows a 
moderate rise in inflation rate and interest 
rate over what arc observed now and a 
long run fiscal deficit of 6 per cent or so. 
On the other hand, a fiscal stance embodying 
a zero net primary deficit target demon¬ 
strates the macro implications of what 
could he considered as a desirable fiscal 
situation, in which price situation shows a 
remarkable improvement and average 
interest rate shows a considerable decline 
m the long run. This scenario seems to 
provide a consistent policy option of en¬ 
suring both fi.scal and monclary stability, 
where fiscal deficit ratio averages about 
4 per cent of GDP, infiaiion rate declines to 


Tabi£ 4: Plan Exi^DmiRR Pattern of Pdbuc Sfctor as Pfr Cint of GDP 



1980-81 

to 

1984-85 

1985-96 

to 

1989-90 

1990-91 

1991-92 

19^2-93 

1993-94 

1994-95 

(RE) 

199.5-96 

(BE) 

Intrasiructure Heads 

Energy 

3.32 

3.57 

3.19 

3.2 

2 89 

.3..36 

3.07 

3.25 

OJ which: 

Power 

1.99 

2.18 

2 .n 

2.36 

I 73 

1.84 

1.66 

1.81 

Transport 

1..56 

1.7 

1.51 

1.51 

I..52 

1 5 

1.61 

1.67 

Communications 

0.37 

046 

0.55 

0.59 

0 7.3 

0.77 

0.79 

0.77 

Irrigation 

1.21 

0.97 

0.74 

0.69 

0.67 

0.67 

0.57 

0.69 

Social Services Heads 

Education 

0.32 

0.43 

0.43 

042 

0.37 

0.39 

0.45 

0.49 

Health 

Memorandum Items 

0.37 

0.21 

0.19 

0.15 

0 17 

0.16 

0.18 

0.2 

Public sector government formation 

10.65 

10.73 

9.74 

9.17 

8.89 

8.58 

8.8 

0 

Government capital expenditure 

9.22 

8.58 

6.36 

5.9.3 

.5.15 

5.15 

4.96 

4.28 

Government revenue expenditure 

19.73 

23.96 

24.21 

24.21 

23.64 

23.89 

24.03 

23.42 

Government revenue deficit 

0.58 

2.85 

4.46 

3.55 

3.36 

4.56 

4.43 

4.24 
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4.5 per cctrt and average interest rate stays 
about 10 per cent. 


Ill 

Fiscal Reform and External Balance 

An important rational of fi.scal reform 
relates tocontaining the domestic absorption 
to a level which is consistent with the 
sustainable external balance. This view 
underscores the fact that fiscal adjustment 
is an important determinant of external 
adjustment which is nut only implied by the 
national income identity but also by the 
dynamic adjustment process in the economy, 
which in the open economy context involves 
continuous alignment ofmacro variables with 
the rest of the world [Rangarajan I994J. The 
‘twindcficit' perspecliveof fiscal adjustment 
has, however, become a contentious issue in 
India (Rakshil 1991 and Balakrishnan 
1995] and it is not surprising that this aspect 
has received much less serious emphasis in 
the reform proce.ss than it should perhaps 
dc.serve [see Rao {1995) for thcoritical ex¬ 
position of twin deficit argument). It is 
indeed difficult to pursue an argument in 
favour of 'twin deficit’ by looking at the ex 
post national income identities which are 
only axiomatic in the way the national income 
is defined. At the least, what is however, 
important to recognise is that fiscal deficit 
can affect external balance in several ways 
and not necessarily through the current 
account deficit. Allowing for the moment 
that fi.scai deficit does not matter for the 
external current account position, it can be 
easily seen that an unstable fiscal position 
can render the financeability of a given 
balance of payment deficit difficult, through 
its adverse impact on exchange rate and 
country credit risks. For, as evident from 
Rodriguez’s hypothesis (1989), for a given 
level of trade deficit, an increase in fiscal 
deficit can lead to appreciation of real 
exchange rate, since such an increase might 
imply higher private spending a shift of 
demand to non-tradables and an increase in 
their prices. To thc^extent that fiscal deficit 
is bond financed, the domestic interest rate 
effects could dominate which would 
attract capital flows and result in apprecia¬ 
tion of nominal exchange rate. The 
expectation of an imminent depreciation of 
the over-valued currency can bring down 
investors' confidence in the economy and 
may cause a sudden outflow of capital. This 
was clearly seen in the context of a number 
of Latin American countries, which have 
recently embarked upon major economic 
reforms. 

Coming lo the more fundamental i.ssuc of 
whether fiscal deficit cau.ses current account 
deficit, we begin with the exposition of 
national income identity which when 
transformed to .saving-investment identity 


reveals the following: 

(T-G) + (Sp -Ip) = (X-M) 

Although, it is apparent from the above 
relationship that government deficit (T-G) 
in excess of private sector financial surplus 
(Sp -Ip) results into current account deficit, 
much cannot, however, be said by focusing 
on such ex post accounting relationship 
because of two major reasons. First, as 
pointed out by Feldstein (1992) an increase 
in government dissaving might bring down 
the investment level in the economy, rather 
than result inincreased flow of foreign savings 
through current account deficit. The cross¬ 
country evidence presented by Feldstein and 
Horioka (1980) for a majority of OECD 
countries suggested that domestic investment 
is primarily influenced by domestic saving 
and not so much by international capital 
inflow. One interpretation of this finding is 
that adeclinc in government saving orhigher 
fiscal deficit will translate into lower level 
of national investment rather than an increase 
in flow of foreign .saving. To be sure, this 
result looks more plau.sible for countries 
which are dependent on portfolio capital 
inflow to sustain their investment activity 
and not so much for countries where 
invc.stmcnt is constrained by the trade gap. 
I n the case where trade gap is not constrained, 
an increase in fiscal deficit is expected to 
improve domestic investment by relaxing 
the external financing problem. Therefore, 
the potential trade gap due to fiscal deficit 
must be considerably higher than the case 
when trade gap is binding and domcstic 
investment has to adjust to external financing 
constraints. This was more true for the Indian 
economy during the 1980s which saw both 
fiscal expansion and imjioit control measures 
to restrict the damage on external balance. 
In the p(>st liberalisation period, with a 
significant dilution oftrade control measures, 
imports have grown at a fa.ster rate than 
before, even though fiscal deficit declined 
to a moderate level. ’This shows that the 
potential impact of domestic absorption on 
imports is much higher now than before, and 
if fiscal deficit could increase domestic 
absorption it must have implications for 
balance of payments. 

Second, the inference on the potential 
relationshipbetwecn fiscal and trade deficits, 
based on the ex (tost income identity ignores 
a basic fact that the financial balance of the 
public and .private sectors could be 
bchaviourally related to each other. That is 
why the assumption of neutrality of private 
sector financial behaviour has a great deal 
of importance for the fiscal approach to 
balance of payments adjustments, which 
was pioneered by the Cambridge Economic 
Policy Group in the mid-1960s and which 
was latter adopted in the Fund supported 
adjustment programmes in developing 
countries. Under the Keynesian type of 


consumption and investment analysis, it is 
assumed that private sector spends a fixed 
proportion of its income on consumption, 
which is invariant to the government deficit 
so that there is a direct correspondence 
between fiscal and trade deficits, given the 
propensities lo import and export. If we 
assume that private in vestment (I) and exports 
(X) arc given exogenously, private 
consumption (C) is a fixed proportion of 
private disposable income C=co+ci (Y-T), 
where taxes, T=to+ti Y; and imports (M) 
are related to domestic absorption, 
M=tnoi-m| (Y+M) the equilibrium solution 
of national income for this representative 
economy is given by: 

(l-m|) (co-C|lo+G+X+I)-m(j 

l-C|(l-t|)(l-mi) 

The equilibrium level of imports is given by 


M= 


nV) 

l-inj 


+ 


l-m| 


Y 


and the balance of payments deficit by 


X-M=X-( ■ 


nio 


m, 


l-ini l-m. 


Y) 


This simple model demonstrates that given 
the import propensity in the economy higher 
the absorption due to increased government 
spending, higher will be the current account 
deficit.^The model can be further augmented 
with the relative price variables to account 
for the impact of exchange rate on trade 
balance. This transmission process, however, 
assumes that private sector spending 
decisions are unaffected by fiscal policy, 
which is an unrealistic assumption in the 
context of intertemporal consumption 
behaviour of economic agents. Private saving 
could be signi ficantly related lo public deficit, 
if individuals discount their future tax 
liabilities due to public deficit in their 
permanent income and are guided by the 
consumption smoothing desire. Leaving aside 
this possibility, in which the Ricardian view 
of deficit dominates the analytical approach, 
it is possible to recognise a more direct 
relationship between tlnancial balances of 
public and private sectors, when private 
spending is directly substitutable with or 
complementary to government expenditure, 
or where government investment crowdsout/ 
in private investment. In India, evidence on 
private saving substitutinggovemment deficit 
is rare [Mohanty 1995] while there is a 
plethora of empirical work which have 
established that public investment crowds 
out private investment in some sectors, but 
in certain others and particularly infrastruc¬ 
ture sector, it strongly complements private 
investment, [sec for example, Sunderarajan 
and Thakur 1980, Krishnamurty et ai 1985, 
Pradhan et al 1990, Bhattacharya et al 1994 
and Rao 1995.] Therefore, an increase in 
fiscal deficit in India is expected to work on 
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private saving-investment gap at least in 
three major directions; (a) to the extent it is 
due to reduction in public saving it might 
adversely affect private saving and worsen 
the current account deficit; (b) if it is due 
to increase in public investment in non- 
infrastructure sector it might displace some 
amount of private investment, and restrict 
the damage on balance of payment; and (c) 
however, to the extent that fiscal deficit is 
due to a rise in public infrastructure 
investment it might ‘crowd in' private 
investment and raise the potential level of 
aggregate investment in the economy leadi ng 
to a deterioration in balance of payments. 
The overall impact on balance of payments 
would therefore depend on the dynamic 
interaction between public and private sector 
saving and investment decisions and the 
resulting income expansion due to a rise in 
fiscal deficit. In actual practice, it is therefore 
possible to find that fiscal deficit is 
accompanied with no change or even 
improvement in external current account 
position. 

Given the above context Table 3 presents 
a few relevant facts for the Indian economy. 
Although not in perfect tune with the 
reduction in centre’s fiscal deficit, the saving- 
investment gap of the public sector has shown 
some improvement in the post-reform period 
compared to the position in the second half 
of 19K0s. The reduction in cunent account 
deficit in the post-reform period has been 
much sharper than what could perhaps be 
explained by the improvement in public .sector 
saving-investment gap. It may be noted that 
this period also saw a substantial 
improvement in the financial surplus of the 
private sector, which was mostly led by a 
growth in household and corporate savings. 
The ‘twin deficit’ view is often contradicted 
by directly relating fiscal deficit to current 
account deficit, and ignoring the 
interrelationship that might exsit between 
the ftnancial balances of public and private 
sector. However, a deeper analysis would 
be required to identify the transmission 
channel, and explore the interaction 
between fiscal deficit and private sector 
savingandinvestmentbehaviourinthelndian 
economy. 

The absorption effect of fiscal deficit is 
related to government aggregate spending, 
which in a multiplier process affects private 
spending, and given the propensity to 
consume, private consumption is expected 
to fall faster than savings. This is one possible 
route of transmission of fiscal impulses into 
the private sector and through this to the 
external sector. A more direct relationship 
can be traced to the complementary nature 
of public consumption with private 
consumption in a number of areas of 
economic activity in India, where government 
provided basic services improves the 


consumption standard of the private sector. 
This implies that a reduction in public 
consumption will also bring down private 
consumption and promote its saving activity. 
This is evident from the fact that private 
saving ratio improved substantially from the 
average of 18.3 per cent during the second 
half of 1980's to 21.0 per cent in post¬ 
reform period till 1994-95, while the 
government consumption during this period 
declined albeit marginally as a percentage 
of GDP. 

If the Feldstien’s hypothesis were to be 
true an important question in the stabi lisation 
context is: how much reduction in current 
acount deficit was due to a decline in 
investment level rather than improvement in 
domestic savings? Clearly, m the case of 
public sector, this hypothesis seems to be 
true, since public investment declined from 
10.7 per cent of GDP during 1985-86 to 
1989-90 to 8.9 per cent during 1991-92 to 
1994-95, which could be the pnmary source 
of the improvement in current account 
balance. The picture, however, will look 
di fferent if one recogni ses the private sector’s 
role in displacing some amount of public 
investment as the former improved its 
position from the average ratio of 13.2 per 
cent of GDP to 14 per cent in the post-reform 
period, although the net outcome was a 
decline in domestic investment during this 
period. But a larger contribution to the 
improvement in external current account 
came from the dome.stic saving performance, 
which is contrary to the position explained 
by the Feldstcin’s hypothesis. The question 
which is of primary importance for the 
balance of payments outcome is: whether 
fiscal deficit affects domestic saving 
performance and the relative prices for the 
trade scctor?Thc latter effect has now become 
important because of the free float of rupee 
in trade account, which links the financing 
aspect of deficit to the relative prices of 
exports and imports through the movement 
of inflation and exchange rate. To the extent 
that deficit is not excessively financed by 
money, whichls possible only if tbe deficit 
is sustainable, the external impact of such 
a policy is going to be favourable. It may 
be observed that during the early periods of 
stabilsation the real efiective exchange rate 
depreciated at a faster rate, which not only 
reflected the devaluation effected in 1991, 
but also the general stable macro-economic 
environment during this period, notable 
among which is a low ratio of fi.scal deficit 
to GDP and tight monetary policy to control 
inflation, 'fhe strengtheningof real exchange 
rale in the subsequent years mostly reflect 
the impact of capital inflow on nominal 
exchange rale, the relatively la.sier domestic 
inflation that followed after the initial years 
of stabilisation and, above all, a rise in fiscal 
deficit in 1993-94. The general macro 


condition in India is strongly influenced by 
fiscal policy and its effect need not 
necesssarily be seen through an expansion 
in external deficit. The most immediate 
external impact could arise from a change 
in the risk perception of ihe international 
investors' due to the change m the macro- 
economic setting The decline in Ihe 
international interest rate on official and 
private credits in the recent years, shows that 
the potential beneficial effect of fiscal 
adjustment on external sector transcends 
beyond the current account deticit as 
country credit risks arc closely linked to the 
long run stability of macro balances in the 
economy. 

IV 

Fiscal Reform and Implications 
for Growth 

By 1993-94 India moved away from the 
initial stabilisation phase and entered into a 
phase of structural adjustment with the 
objective of removing various constraints 
and controls in the factor and product market 
activities which affected productivity and 
growth. .Since then a signilieani dent has 
been made in various critical sectors by way 
of policy reforms, whicli allow a greater role 
for the private sector in the growth process 
and ensures free play of market lorecs with 
a view to promoting competition and 
efficiency in the economy Within tiiisovcrall 
objective of growth how does one pljice the 
fiscal reform? The initial fear that fiscal 
retrenchment might mean a severe 
contractionary impact on the economy has 
given way to a new concern that liberalisation 
perse is not a sufficient condition for growth 
unless supported by an active programme of 
public investment in ureas which pos.sess 
large exietnal economies such as 
infrastructure it is this renewed thinking in 
the most recent phase of libcrali.sulion which 
has mcuiii strengthening the role of Ihe state 
in certain economic activities in a scale 
perhaps larger than earlier envisaged. At the 
same time, there is a concern that reforms 
have not gone deep into certain critical 
.segments of government budget, where the 
concentration should have been maximum 
from the viewpoint of removing the 
con.siraints on productivity and growth. 
Coniuinnienl of fiscal deficit in itself may 
not help the growth process vastly unle.ss the 
content i if adjustment .shows some significant 
qualitative change. 

From the standpoi nt of growth impi ications 
the progress of fiscal reform during the past 
half a decade provide certain mixed trends. 
First, the structural reform process in the 
fiscal sector has not made much headway 
in certain critical direclions, notably, 
removing the rigidities in public expenditure 
programme and reforming the uneconomical 
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public cnierpriiies. Second, the adjustment 
process has so far meant a severe cut in 
government investment outlay, which has 
been a direct outcome ul rising revenue 
deficits in the budgets of both centre and 
states. The growth constraint arising from 
the infrastructure bottlenecks has become 
prominently clear in the context of the concern 
that the recent encouraging growth 
performance of the I ndian economy may not 
be sustained for long in the absence of a 
leading role of government in the 
infrastructure sector. Third, against these 
two major disappointments of fiscal reform, 
one needs to take a welcome note of the 
substantial liberalisation that has taken place 
in the tax system in order to promote work 
incentives and remove the tax induced 
di.stortions in the pnxluction structure, both 
of which have majorimplications for growth. 
Lastly, the contribution of fiscal adju.simcnt 
to the growth process should not be seen 
merely liom the vantage point of its direct 
impact on investment level in the economy, 
but also along with the policy measures in 
other sectors, which arc directly or indirectly 
related to reforms in the fiscal sector. For 
example, liberalisation of interest rate, 
enforcement of monetary di.sciplinc to control 
inflation and a siibstantiul reduction in 
customs duties, particularly on capital goods 
imports are some of the direct outcomes of 
the adjustment effected in the budgets of 
central government and which have 
implications for saving, investment and 
growth in the economy. 

Productivity Growth and Fiscai. Policy 

The growth implications of reforms need 
to be analysed in terms of contribution of 
various policy measures to promotion of 
factor accumulation and factor productivity. 
An impact study of this type can be possible 
only after a sufficient gap when the 
liberalisation measures have fully worked 
through the system and translated into 
improvement in alltKati ve efficiency, which 
is the primary focus of the reform. However, 
until that becomes possible, the views on the 
impact of reform on growth continue to run 
in diverse directions. Studies based on the 
total factor productivity showed that though 
productivity growth in India was slow and 
marginal in the pre-reform period covering 
1960s to 1980s compared to countries in cast 
Asia and other south Asian economies, there 
was a marked improvement in productivity 
growth in the 1980s, which even .surpassed 
that of fast growing cast Asian economies 
Estimates presented by Chopra (1995) for 
the period 1980-88 showed that the 
contribution of total factor productivity to 
output growth in India was 2.3 per cent 
compared to 1.6 pci cent for the group of 
cast Asian countries. A similar finding was 


also reported by Ahluwalia (1991), but was 
contc-sted by Balakrishnan and Pushpangadan 
(1994). The results pre.sented by Ahluwalia 
also indicated that the productivity level was 
low in the case of import substituting 
industries, which could be attributed to the 
high capital-to-labour ratios in some of the 
heavy industries in the public sector. A turn 
around in the productivity growth in the post 
reform period crucially depends on the 
success in putting in place a viable reform 
strategy for the public sector enterprises, 
where the track record of reform has not been 
encouraging so far. 

The importance of fiscal reform for 
productivity growth is also traced to the 
positive impact of macro-economic stability 
on factor accumulation and productivity 
growth. Fisher’s (1993) cross-country 
analysis of the impact of macro-economic 
environment on growth indicated that a 
reasonably low rate of inflation, a small 
budget deficit and low black market exchange 
rate premium have a strong positive impact 
on capital accumulation and pnxJuctivity 
growth in cascof developing countries. High 
rates of inflation and large budget deficits 
increase macro-economic uncertainty and 
adversely affect capital accumulation, mainly 
through two channels; first, policy induced 
uncertainities reduce efficiency of price 
mechanism and bring down productivity 
levels and second, uncertainty might delay 
production decision as potential investors 
follow a wait-and-watch policy. Chopra 
(i995) produces evidences on the above 
hypothesis and reports that while budget 
deficit and government dissavings are 
negatively correlated with both capital 
accumulation and factor productivity, low 
inllation rate and improvement in primary 
school enrolment ratio positively influence 
growth. These evidences suggest that a fiscal 
policy committed to a low budget deficit and 
a low inflation rate would improve macro¬ 
economic stability and help the growth 
process by reducing uncertainty and risk to 
the potential investors. Apart from the above 
general comment, a few specific issues 
whic arc widely discussed in the context 
of fi.scal reform and growth in India relate 
to the aggregate demand implications of 
fiscal adjustment, fall in public investment 
and social expenditure in the reform period, 
and tackling the problems of public 
enterprises. 

Flscal Adjustmfnt and Aooreoate 
Demand 

The first set of issues relate to the contention 
that fiscal adjustment means a contractionary 
impact on the aggregate demand and a cut 
in public investment level in the economy. 
It may be noted that the contractionary impact 
of fiscal correction was visible only in the 


early part of .stabilisation when growth rate 
decelerated to 0.9 per cent in 1991-92. The 
improvement in growth scene since then has 
been very impressive with the economy 
presently poised for a new trend growth path 
of 6 to 7 per cent. The fiscal induced economic 
contraction has been less evident now, 
although fiscal deficit declined to S.9 per 
cent in 1995-96 and is expected to be 5 per 
cent in 1996-97, which are substantially lower 
by the standards of late 1980s. These 
developments indicate that fiscal adjustments 
may not necessarily imply adverse output 
effects as private demand and exports are 
expected to play a much greater role in 
sustaining die demand impulses in the 
economy and a programmed reduction in 
fi.scal deficit is more likely to consolidate the 
gains rather than retard it. In this evolving 
system, fiscal policy can be more 
appropriately u.sed as a counter-cyclical 
policy for demand management keeping in 
view the stable long run path of fiscal deficit 
in relation to other macro parameters. In 
other words the shon run deficit targets can 
be evolved upon a long run deficit path to 
en.sure a balance between the objectives of 
short-run output stabili.sation and long-run 
macro-economic stability. Also, as pointed 
out by Barro (1979), temporary variations 
in budget balance along a long mn sustainable 
path is an optimal policy goal which would 
minimise the distortionary implications of 
changes in tax rates implied by the output 
stabilisation obje'etive. Such temporary 
variations in public deficit will not disturb 
the intcr-temporal economic behaviour of 
productivity agents in the economy and would 
prove less di.stortionary than a policy 
favouring short-run compulsions. 

Falling Public Investment 

Coming to the investment implications of 
fiscal adjustment two issues are of primary 
concern; (I) the levels and the contents of 
public investment and (2) the productivity 
of public investment compared to private 
investment. During the reform process total 
public investment as a ratio of GDP fell from 
9.7 per cent in 1990-91 to 8.8 per cent in 
1994-95 against the average public 
investment rate of about 10.7 per cent during 
thesixth and seventh plan peri^. This decline 
is primarily attributed to a drastic fall in 
capital expenditure of government sector 
as a percentage to GDP. Capital expenditure 
in the budgets of centre and states 
declined to 4.2 per cent of GDP by 1995-96 
from 6.4 per cent in 1990-91 and from the 
average ratios of 8.6 per cent during the 
seventh plan and 9.2 per cent in the sixth 
plan. 

The adjustment burden has therefore fallen 
heavily on investment outlay in absence of 
a meaningful correction in the revenue 
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accoutt, which has shown deficits of higher 
order than what was observed during the pre- 
reform period. On the face of it, this 
development does not militate against the 
economic philosophy of reducing 
government presence in a number of 
productive activities and enlarging the scope 
for private sector. The reduction or stagnation 
has however occurred in areas such as power, 
irrigation, transport and critical social heads, 
where private sector role is expected to be 
minimum. 

Table 4 provides the plan expenditure 
pattern of public sector in the critical sectors 
in the recent years and underlines twodistinct 
aspects of expenditure adjustment. First, the 
plan expenditure on social services such as 
education and health has shown a .steady fall 
as a percentage of GDP notwithstanding 
some marginal improvement since 1993-94. 
A part of the growth constraint is therefore 
endogenous in nature and much of what is 
expected as improvement should come from 
the adjustment in the budgets of states, since 
constitutionally they have a larger role to 
play in this sphere than centre and for which 
resources are earmarked on the basis of the 
tax sharing arrangements periodically 
reviewed by the Finance Commissions. 
Reform in state finances assumes a much 
greater significance, since these entities 
operate within an effective ceiling on their 
borrowing which, more often than not, 
implied drastic cuts in certain essential social 
expenditures, when laced with resource 
crunch. From the standpoint of economic 
growth, the challenges of fiscal reform at the 
state level are many; the more essentia! ones 
relate to revamping the state tax system and 
replacing the sales tax by a less distortionaiy 
indirect tax such as VAT, differentiating the 
users of government services according to 
their income status and pricing them more 
effectively so as to ensure a balance between 
the goals ot equity and cost effectiveness of 
these services, substitution of hidden 
subsidies by more transparent expenditure 
programmes on merit basis, and improving 
the efficiency level and delivery channel of 
certain essential social services. 

The second important aspect of expenditure 
adjustment is how to account for the 
government's role in the infrastructure sector 
in the light of the decline or stagnant level 
of expenditure in some of the critical sectors. 
While private sector is expected to play a 
much largeV role than hitherto in respect of 
power and telecommunications, where 
incentive for investment has been 
substantially raised in the recent budgets by 
offering tax holidays and promoting 
infiastructure development funds, it is a moot 
point whether this would adequately 
compensate the growing gap in this area 
without a massive investment effort of the 
public sector. In the sectors like irrigation 


and road a falling trend in plan expenditure 
has been visible for a lung time, even in the 
pre-reform period. This trend has been further 
reinforced in the post liberalisation period 
on account of the regidities in the current 
expenditure programmes in the budget. 
Despite the expenditure containment 
measures a viable expenditure policy is yet 
to emerge which while reversing the 
disquieting trend of failing infrastructure 
investment will provide the necessary 
credibility to the adjustment programme. It 
is wondered whether any viable reform 
strategy could emerge without involving a 
social concensus on areas such as tackling 
the problem of huge amount of hidden 
subsidies in the budget, arresting the growth 
of establishment expenditure, and improving 
the general level of clficicncy in resource 
use in public sector, which have been largely 
left untouched in the recent of reform 
excercise. 

A question also begs itself; could a nsing 
trend in public investment alone provide the 
ia.sting solution to the long-term depressed 
state of productivity in the economy? To be 
sure, at present, there is a vast difference in 
the relative return of capital investment in 
the public and private .sector. At the global 
level the return on equity investment of central 
government in public enterprises worked out 
to a meagre 1 K2 per cent in 1993-94 
(Government of India, 199.^). The findings 
of Joshi and Little (1994) showHhat in the 
manufacturing activity the real rate of return 
on investment in public sector was 3.1 to .*5.2 
percent during the period 1976-77 to 1986- 
87 compared to that of 16.7 to 22.6 per cent 
in private sector. Whilesclcctivc privatisation 
can help improve the situation in certain 
areas, where ownership control is cited to 
be the major constraints of productivity 
growth, strengthening the technology base 
and improving labourcfficicncy need pointed 
attention in the core sectors where public 
sector will continue to play a dominant role, 
until the graduation of private sector into 
these areas of activity. 


Concluding Observation 

Rising and prolonged fiscal deficits 
create macro-economic uncertainitics, 
affect growth, erode long nin fi.scal stability 
and arc associated with current account 
deficits in the balance ol payments. The 
fiscal reform process in India during the past 
five years has brought down (he fiscal dclicit 
of the central government from the high 
levels of the late 1980s. The current 
programme of bringing it down to 4 per cent 
of GDP during the medium run is expected 
to lower inflation and interest rate and 
strengthen the sust iinabiIity of fisc al balance 
in the long run. 


Indeed, the degree of adjustment in fiscal 
operation is a direct function of the inherited 
past, as interest payments on pa.st debt provide 

certainincrtialimpactsofearlicrfiscal regime 

on the budget balance in the current |icriod. 
To overcome this, primary budget balance 
must be aligned, on a continuous basis, with 
the growth of debt service payincnis to 
maintain the sustainability of deficit m the 
long run. In the open economy context the 
macro-economic imp;icts of deficit do not 
get restricted to the domestic debt btirdcn. 
interest rate and intlation alone, hut also 
impinge on the external balance of the 
economy, where the imp.icts are often 
immediate and large. The macro-economic 
reform process during the p,ist five years has 
achieved a great deal of integration between 
the domestic and international financial 
markets, and strengthened the role of price 
mechanism, vi/.. interest rate and exchange 
rate in the determination of trade flows and 
balance of payments. In this evolving system 
fiscal deficit assumes a great deal of 
importance -as a policy instrument of 
maintaining the viability ol external sector. 

In the context of growth, fiscal adjustment 
needs to be tailored to reverse the declining 
trend in infrastructure investment and basic 
social services and to improve the 
productivity of resource u.sc m public sector. 
Thc.se long-term reform mea.surcs assume as 
much critical - importance in piomoting 
growth in the economy as in reducing the 
fiscal deficit latio to a sustainable value. 

Nate.s 

(The initial version of this paper was presented 
in the .Seminar on ‘Economic Refunns The Next 
Step organised by Ra|iv Gandhi Institute for 
Contem|)orary Studies. New t)clhi, in October 
19% I am grateful to A Vasudevan and Narcndm 
Jadhav for their encouragement and suggestions 
and to Nishita Ka|e, M T Nagpal and Uma Udare 
for tlicir competent research assistiuice I express 
my grateful thanks to S S Jogule foi this untiring 
word processing assistance in producing this 
papei 1 

1 'I he grid search inrihod involves as aeration 
procedure tor alternative values of, so that llie 
optimal iiiiiumiscs the sum of the variance 
denoted by 'J', where 

J = Z f"i- ( 'Cl'^'i I 11' 

i-i 

and the initial condition being ir,, = Ri,. 

2 For liirther exposition on this simple model see 
Artis (I9H4). 
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Internal Militarisation 

Blood on the IVacks 

Gautam Navlakha 

Although India has not fought any war in the past 25 years its armed forces remain the busiest peacetime army 
fighting internal wars. What are the legal provisions which allow the armed forces to operate internally ? What 
has been the nature of debate in parliament and outside on the issue of deployment of armed forces in areas 
declared as ‘disturbed’? 


“JUST as religion does not make man, but 
man makes religion, so the Constitution does 
not make the people, but the people make 
the Constitution-Man is not there fot the 
benefit of the law, but the law for the benefit 
of man; it is a human existence, whereas in 
other political forms man has only a legal 
existence..." In an age where capitalism has 
usurped the future and replaced utopia with 
revivalism it is important to recall these 
words of Marx because they help restore 
people to the central role i n any understanding 
of politics. Conversely, it compels us to 
explain various processes through which 
people becomeillegitimate. My purpose here 
is limited to explain how the Constitution 
ofourRepublic provides for reducing sections 
of people to a state of ‘legal existence’. 
The.se provisions have been in operation for 
years without cither the parliament, judiciary, 
or the media taking any note of it. The only 
check is democratic opinion. 

There has been a Preventive Detention Act 
since 19.^0. In 1962 it was called Defence 
of India Rules 1962 and then recast as 
Maintenance of Internal Security Act 1971 
targeted specifically against the communists. 
There was no PD Act between 1977-80. In 
1980National Security Act was promulgated 
followed by the infamous Terrorist and 
Disruptive Activities Act, 1985. Apart from 
these. Essential Services Maintenance Act, 
1980was introduced against striking workers. 
Besides central acts there are several acts 
legislated by the state governments. For 
instance, Andhra Pradesh passed the A P 
Suppression of Disturbances Act 1983 first 
to deal with the Telengana Movement and 
then against the peasant movement in 
Telengana along the lines of the Armed Forces 
Special Powers Act (AFSPA). 

There exists a body of literature based on 
various inquiries conducted by Democratic 
Rights and Civil Liberties organsiations 
which has helped shape public awareness, 
occasionally forcing parliamentary debate 
and media reports such as around TADA. 
For years the public had been misled by the 
government and the bureaucracy, with the 
judiciary stepping in to smoothen some harsh 
edges, until public pressure forced the 
government not to seek its renewal. How¬ 
ever, even within the genre of draconian 


laws, AFSPA or stale laws modelled along 
the same lines, stand out. Firstly, the act 
endows extraordinary powers on the “Armed 
Forces of the Union”, i e, the army, air force, 
navy and all the central paramilitary forces 
BSF.CRPF, ITBP, NSG, Assam Rifles, Coast 
Guard, etc, and in case of state acts on the 
armed constabulary. It is significant that the 
composition of the paramilitary and armed 
constabulary follows the infantry pattern in 
the army. Secondly, once the act is invoked, 
right toCon-stitutional remedies (Article 32) 
is denied to citizens. A combination of un¬ 
fettered powers and lack of judicial and 
legislative review are compounded by the 
indulgent attitude of the ruling and opposi¬ 
tion parties towards the armed forces and 
counter-insurgency operations. 

India has not fought any war in the past 
25 years but its armed forces remain the 
busiest peacetime army fighting internal wars. 
Officials refuse to provide exact force 
deployment. However, more than one-third 
of the army is engaged in J and K and the 
north-eastern states. If paramilitary forces 
arc added to this not less than 60 per cent 
of the security apparatus is deployed agaimst 
our own people. For ircstance, in Jammu and 
Kashmir five divisions of the armed forces, 
half of BSF's 1.85 lakh personnel, nearly 
80,(X)0 Rashtriya Rifles, 70,000 personnel 
of CRPF and ITBP, assisted by armed 
constabularies from .several states are fighting 
Ic.ss than 9,000 militants. In the north-east 
57th Mountain.Division along with Assam 
Rifles and the Rashtriya Rifles arc engaged 
in fighting 7,000 militants in Manipur and 
Nagaland, and the 4th Corps is available for 
use against ULFA, apart from unspecified 
number of CRPF against Bodo insurgents in 
Assam. While this massive deployment of 
force is part of the .strategy to saturate the 
insurgent area and overwhelm the militants 
there is a flip side. Namely, anti-insurgency 
has become the raison d’etre for manpower 
augmentation of the military forces. 

India’sarmychicfShankarRoychowdhury 
justified the employment of armed forces by 
stressing that it is “army’s job to protect the 
country from external threats" and “threats 
to our internal security have an external 
dimension" {Frontline, March 8, 1996). In 
the sameinterview he expressed Ute country’s 


inability to cut manpower because “counter¬ 
insurgency is totally manpower intensive". 
By introducing the rationale,of 'external 
dimension’ two things arc achieved. In the 
first place the internal processes that cause 
the emergence of insurgency are pushed into 
the background and thereby the search for 
political solutions becomes contingent upon 
military success against insurgents. .Secondly, 
this blurs the difference between external 
threat and internal security in which atrocities, 
civilian casualties, destniction of democratic 
institutions acquire the character of 
unavoidable collateral damage It should be 
remembered that Indian armed forces are 
raised and organised along religious and 
caste lines. To be sure there are no Muslim 
or Christian battalions. After 1947 it was 
decided that in every battalion two companies 
would be from some other religion or caste. 
Some so-called all India regiments like 
Guards, Grenadiers and Parachute were 
formed. But the progress was slow. After the 
mutiny that followed the army’s storming of 
the Golden Temple in June 1984 many Sikh 
battalions were split just as happened after 
the Gorkhaland movement began with the 
40 battalions of Gorkha troops. 

In other words in a multi-lingual and multi¬ 
religious country employment of troops 
rai.scd along religious or other ethnic lines 
fur inteinal security operations is fraught 
with danger. It can hardly be expected that 
such troops would be motivated by any desire 
to defend the secular republic. My purpose, 
however, is nut to analyse this obscuring of 
external and internal threat. Some of thi.> has 
been attempted elsewhere (‘Politics of 
Silhoutted Anger’, EPW, February 18-25, 
1995). Hcie I am interested in looking at the 
legal pro vi sions which al low the armed forces 
to operate internally. Developments in the 
north-east add urgency to this task. The 57th 
Mountain Divisionofarmybegan ‘Operation 
Sunnyvale' in November 1995 in Manipur 
without bothering to inform the state 
government. During the same period army 
jawans were discovered tapping the telephone 
of the governor of the state of Manipur (The 
Statesman, November 8, 1995). In fact an 
inquiry was ordered and on June 5. 19% 
chargesheels were filed against nine army 
personnel including Colonel D S Virak 
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belonging to the signal regiment of the 57 
Mountain brigade. And then came the report 
that 4ih Corp.s stationed at Te/pur re-launched 
‘Operation Rhino' in upper Assam districts 
without informing the state government or 
taking the civil administration, police and 
the magistrate into confidence (The 
Hindustan Times, June 7, !•)%). 

Tltli C'oNIhXT 

Introduction of economic reforms since 
1991 has meant incrca.se in rural poverty 
ratio from 39.18 per cent in 1987-88 to 44 
per cent in 1993-94 or in aggregate terms 
. from 230 million in 87-88 to 245 million in 
93-94; increase in wholesale prices by 70 per 
cent between 91 -96; and external debt rising 
to 3i99 billion or Rs 3,40,500 crore. During 
this period corporate profits rose by 200 per 
cent and their contribution to employment 
remained marginal at 0.19 per cent. Out of 
a total expenditure of central government of 
Rs 2,04,698 crorcalltKations for the military 
and central para-military in 1996-97 amount 
to Rs 36,839 crore, i c, 18 per cent. If interest 
payments, which take up 30 per cent of the 
total revenue expenditure, is added to this 
along with 17 per cent that go as grants to 
the states and the union territories then only 
33 per cent or Rs 66,000 crore is actually 
left. Of this Rs 19,812 crore is reserved to 
pay for the wage and travel bill of the 
establishment leaving only Rs 46,000 crore 
for subsidies and social welfare of the 
people. ScKial services (health, education, 
housing, etc) have risen from Rs 9,796 crorc 
in 1994-95 to Rs 12,820 crorc in 1995-96 
and estimated to be Rs 14,930 crore in 
1996-97. Food subsidy has shown a mar¬ 
ginal incrca.se from Rs 5,100 crore in 
1994-95. to Rs 5.500 crore in 1995-96 and 
estimated to he 5.884 crore in 1996-97. 
Motivated concern about si^e of the n.scal 
deficit promptly results in reducing pur¬ 
chasing power of the working people while 
profligacy and conspicuous consumption 
do not get taxed. The July 3 announcement 
of 25-30 per cent increase in administered 
prices of petrol, diesel, and liquid gas are 
the late.st examples of this. 

Defence of cla.s.s privilege and protecting 
profiteers requires conformity and order. This 
is provided in the near con.scnsus across the 
political spectrum over economic and security 
policy. TTiis enables sections of admini¬ 
stration responsible for .security as well as 
right wing organisations to place non-issues 
on the agenda such as ISI-backed internal 
security threat, propaganda about mtnority 
appeasement, etc, and translating ‘national 
intere.st' as being synonymous with building 
the war machinery and infringement of 
people’s rights. The strength of iwr armed 
forces under the ministry of defence is said 
to be 1 5 million. The central paramilitary 


forces is another 3/4th of a million (this 
includes 5,85,490 under the home ministry 
and an estimated l,50,0(X) under defence 
ministry). In addition there are 3.25 lakh 
armed policefout of an estimated total police 
strength of 12 lakh) with states and union 
territories. I'he scase of insecurity felt by the 
privilegcdclasses is noticeable in the increa.se 
in number of amied guards, government and 
private, or in the system of neighbourhood 
watch which have turned public roads into 
private property with regulated entry and 
exit in the better-off suburbs of Delhi at the 
behest of Delhi police. It is not only freedom 
of movement which is affected, but that 
anyone who appears ‘different’ becomes a 
suspect. Significantly, Delhi heads the list 
where custodial killings are concerned. Be 
that as it may. The effort placed on armed 
might to restore authority as well as contain 
and curb .social discontent has shown increase 
while winning popular con.scnt has receded 
into background. 

Constitutional Basis 

According to the Sarkaria Commission 
“the union government and a state 
government have well-defined junsdiction 
under the Constitution in the matter of 
dealing with a public disorder or internal 
disturbance which call.s for deployment of 
the armed forces of the union in aid of the 
civil power in the stale” (Report of the 
Sarkana Commission, Chapter VII, p 191). 
Under Sections 130 and 131 of the Criminal 
Procedure Code the union armed forces 
could be used in aid of civil power. The act 
places officers and soldiers called out to 
assist the civil authority under the com¬ 
mand of 'executive magistrate.s‘ and were 
directed to “use as little force and do as 
little damage to persons and property'’. All 
pci sons ‘arrested’ by members of the 
armed forces were to be handed over to civil 
police. 

The Sarkaria Commission also noted that 
the Administrative Reform Otmmission had 
concluded that Article 355 confers on the 
union government the authority to use CRPF 
and other armed forces in aid of civil power 
in any slate . even suo motu to protect that 
state against “external aggression and internal 
disturbance". The definition of ‘internal 
disturbance' is so clastic as to enable the 
union govc.nment to introduce central 
forces on its own subjective decision. The 
Sarkaria Commi.ssion says; “When does a 
situation of public disorder aggravate into 
an ‘internal disturbance' ju.stifying union 
intervention, is a matter that has been left 
by the Constitution to the judgment and 
good sense of the union government”. What 
is more, insertion of Entry 2A in List I and 
the amendments to Entries I and 2 of List 
fl in 1976 (during the countrywide internal 


emergency) enables the union government 
to encroach on the law and order jurisdiction 
of the states and suspend the fundamental 
rights of the people without any compunction. 
The Sarkaria Commission glossed over the 
matter of deciding whether the phrase “in 
aid of civil power" meant armed forces 
deployment at the request of the state 
government and subject to civil authority or 
it meant army takeover. And now the recent 
orderof the SupremeCourt (March 28,1996) 
which stopped the state of Nagaland from 
proceeding further with the judicial 
commission probing three incidents of ‘arson 
and firing’ by armed forces removes any 
ve.stige of civilian control over the armed 
forces and frees them from all requirements 
of accountability. Even emergency provisions 
(Article 352-356) are subject to legislative 
review and judicial redressal, and a subject 
of public debate. Therefore, the provisions 
of the Armed Forces Special Powers Act 
enacted by the parliament in 1958 become 
significant since they go beyond anything 
contained in CrPC' or the emcregency. 

A look at the Constituent Assembly 
(henceforth C A) debates shows that the armed 
forces could be called in for dealing with 
emergencies. Without laying down the 
procedure for imposition of martial law, 
provision is made through Article 34 which 
confers on the parliament the power to 
indemnify “any person in the .service of the 
union or of a .state or any other person" for 
acts done in connection with the maintenance 
or restoration of orders “where martial law 
was in force". Strangely the CA did not 
considerthe pros and consof imposing martial 
law. In the folklore of our independence 
struggle the Jalianwala Bagh massacre 
occupies an important place. Martial law 
was promulgated in large parts of Punjab on 
April IS, 1919 two days after the massacre, 
summary courts and special tribunals were 
appointed and. arrests, imprisonment, and 
executions on a big scale took place. It is 
curious that the CA debate do not cany any 
reference to this. 

In his ‘Draft Articles on Fundamental 
Rights’ of March 17. 1947, K M Munshi 
introduced Article XIV which indemnified 
“armed forces or forces” charged with 
maintenance of public order. This was 
accepted by the sub-committee on funda¬ 
mental rights on March 30,1947 and became 
clau.se 31 in its report to the advisory 
committee. I'his was taken up by the advisory 
committee as clause 23 of its interim report 
and accepted by the assembly without any 
discussion on May 2,1947.This wasadopted 
by the drafting committee and figured as 
Article 26 of the Draft Constitution of 
February 1948 and endorsed by the assembly 
on December 9,1948. At the revision stage 
the drafting committee numbered it as 
Article 33. At this stage a new Article 34 was 
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introduced “providingfor indemnity to public 
servants and others for any action taken by 
them for the maintenance or restoration of 
order in any area where martial law was in 
force” (The Framing of India‘s Constitution 
-A Study: B Shiva Rao (ed), p 312). In fact 
in the letter dated November 3, 1949 
forwarding the revised draft there is only the 
following remark concerning Article 34: 
“It was pointed out to us that the funda¬ 
mental rights in the Constitution might 
prevent realisation by the legislature of acts 
done during the period when martial law is 
in force and also prevent the indemnifying 
of persons in service of the union or of a stale 
in respect of action taken by them during 
such period. This new article has been 
suggested by us accordingly to cover this 
contingency" (FIC, Vol IV, p 747). It is 
noteworthy that the letter re.stricted itself 
to indemnifying public servants while the 
article indemnified not just those “in the 
service of the union or of a state” but “any 
person in respect of any act done by him” 
during martial law. 

At the November f4, 1949 discussion on 
amendments to the Draft Constitution 
Shibban Lai Saxena moved for deletion of 
Article 34 .since it was a “new article... (and) 
never passed by the assembly before”. He 
was not against imposition of martial law but 
felt that indemnification would “encourage 
officers working in the martial law area to 
commit excesses”. H V Kamath felt that 
there were “sufficient provisions in the 
Constitution for the maintenance of public 
order and peace and tranquillity in the country. 
We have also adopted Chapter I dealing with 
emergency provisions in the Constitution .. 
We are all very aware of the operation of 
martial law, and there are acts done by persons 
in charge, or in authority which strictly under 
the law of the Constitution may be illegal, 
and so those persons may have to be 
indemnified later on so as to safeguard their 
position against any undue penalty or 
punishment for acts done by them”. However 
he fell that “we may make an exception of 
person who are in the service of the union 
or of a state” but opposed indemnifying “any 
person whoever he may be”. In response on 
November 16, 1949 Amhedkar said firstly 
that “when there is a riot, insurrection or 
rebellion, or the overthrow of the authority 
of the state in any particular territory martial 
law is introduced”. Secondly, he asserted 
that “if Article 20 clause (I) and article 
remain as they are without any such 
qualification as is mentioned in Article 34, 
martial law would be impossible in the 
country, and it would be impossible for the 
state to restore order quickly in an area 
which has become rebellious”. In response 
to H V Kamath's que.stion :”May I ask 
why the indemnification of persons other 
than public servants is visualised in this 


article?” Ambedkar claimed that “when 
martial law is there it is not merely the duty 
of the commander-in-chief to punish people, 
it is the duty of every individual citizen of 
the state to take the responsibility on his 
own shoulders and come to the help of the 
C-in-C”. With this thedebateconcluded. I^t 
alone question the need for martial law no 
one challenged Ambedkar for widening the 
scope for imposition of martial law. Few 
members of the CA found anything 
objectionable in providing indeminification 
for private armies. The two amendments 
moved, one to delete Article 34 and the other 
to ie.stnct it to public servants, were turned 
down by the CA. 

This is, as far as martial law was concerned 
which when invoked means army rule and 
replaces all vestiges of civilian administration 
including police and judiciary. But it is 
nowhere made clear whether martial law can 
be imposed in the whole or in parts of the 
country. Procedure for its revocation are also 
not spelled out. However the British Raj 
invented another system whereby the civil 
administration could introduce army rule 
and remain notional iy in control of the armed 
forces of the union. In order to crush the 
‘Quit India' call of the Indian National 
Congress on August IS. 1942 British Raj 
introduced “The Armed Forces (Special 
Powers) Ordinance 1942 (Ordinance No XLI 
of 1942). It is this ordinance which was 
resurrected in 1958 by the government of 
India. The clau.ses 2-4 of the Ordinance and 
4-6 of the Act are similar and define the 
powers, lay down the obligation, and offer 
protection against any prosecution. However, 
whereas the Ordinance extended to whole 
of British India the act applies only to areas 
declared ‘disturbed’. And whereas 1942 
ordinance authorised the oftlccr of the armed 
forces the GOI Act of 1958 allowed even 
a ‘havildar’ to open fire to kill. 

LeciAI. Cover ior Oppression 

In September. 1953, the government of 
Assam promulgated a regulation in the Naga 
Hills to requisition the services of porters in 
any emergency. Under this young Nagas 
were constantly kept engaged in carrying 
loads of military personnel, clearing of foot- 
tracks, etc. Between 1953 and 1955 As.sam 
state had intnxluced two special acts, namely, 
the Assam Maintenance of Public Order 
(Autonomous Di.stricls) Act 1953 and the 
A.ssam Disturbed Area.s Act 1955. This was 
followed bv the promulgation of (a) The 
Armed Forces (Special Powers) Regulations 
1958, in April 1958; (b) The Armed Forces 
(Assam and Manipur) Special Powers 
Ordinance 1958 was converted into an act 
in September, as the .Armed Foiccs (A.ssam 
and Manipur) Special Powers Act 1958, later 
amended as the Armed Forces Special Powers 


Act 1972 to make it applicable to the nonh- 
eastern slates and union terriiones (Nagaland 
File, Luingan Luithui and Nandita Haksar; 
New Delhi 1984, pp 30-.51). 

Section 7(i) of the As.sam Maintenance of 
Public Order Act, 1953, empowers the 
government to inifKisc collective fines on the 
inhabitants of any area, “if it ap()cars to the 
state government” that they have failed or 
“are failing to render all the a.s.sistance in 
their power to discover or apprehend the 
offender ..“The Assam Disturbed Areas Act. 
1955, and the Special Powers Regulation/ 
Ordinance/Acts, each of them under .Section 
3. empowers the governor to declare any 
area as “disturbed area”, should he so think. 
According to Article 371 A(b) of the Consti¬ 
tution, “special responsibility with respect 
to law and order in the state of Nagaland” 
is vested in the governor; “governor’s 
opinion” here means “his own opinion” as 
distinct from “on the advice of the council 
of ministers” [Ibid]. 

The clauses of the Armed Forces (Special 
Powers) Regulation of 1958 and the central 
acts provide the army personnel down the 
rank of a non-commissioned officer the 
power to shoot and kill; to enter and search 
and arrest without warrant any pcr.son 
against whom rca.sonable suspicion exists 
that he has committed or is about to 
commit a cognssable offence. But the test 
of ‘reasonableness’ is precluded by the 
conditions provided in the succeeding section. 
The central act required pnor sanction of the 
government for instituting legal proceedings 
against any person in respect of anything 
done or purported to have been done in 
exercise of the powers conicrrcti by the act. 
The 1958 regulation provides that “no 
prosecution, suit or other legal proceeding 
shall be allowed against any armed forces 
officer in respect of anything done in any 
part of Naga Hills and Tuensang Area 
(NHTA) on or after December 23, 1957, 
which might lawfully have been done in a 
disturbed area”. 

In 1962, another notorious law was brought 
in, called The Nagaland Security Regulation 
1962. Its provisions made no attempt to hide 
the fact that its objective was to provide 
legitimacy to anything done against the 
Nagas Sections34( 1)and36( 1),(2),provide 
tiiat “no suit or other legal proceeding shall 
lie against any pei son or government for any 
danger caused or likely to be cau.sed by 
anything which is or is deemed to have been 
done In good faith or intended to be done 
III pursuance of this regulation or any order 
made or deemed to have been made 
thereunder”. This regulation also provides 
the governor, under Section 5 A( I), to remove 
people to any other area for any length of 
time, if he considers it necessary to do so 
in the public interest or in the interest of the 
safety and security of Nagaland. 
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Fore(xosino Dehate 

In 1958. ihe union home minister piloted 
the Armed Forces Special Powers Bill in the 
Lolc Sabha with the objective of conferring 
upon the armed forces the poweis to arrest, 
interrogate, confine and even shoot to kill 
any person or persons in such areas which 
were to be declared as 'disturbed’ by a 
notification issued by competent authority. 
By then Naga insurgency was four years old 
and the armed forces were already deployed 
in sufficient strength The government of 
India (GOI) first pa.sscd an ordinance 12 
days after Ihe parliament session, i e, on May 
22, 1958. While moving the bill the then 
union home minister G R Pant said that in 
1956 when the army was deployed “a 
regulation more or less on the lines of this 
bill was applicable to that area". He also 
argued that this was being done to "enable 
the armed forces to handle the situation 
effectively, uiwirver such inohlems arise 
hereafter". And that "It is a simple measure. 
It does not create any new oflenccs. It only 
provides for the prtiicction of the army when 
it has to deal with hostile Nagas". But he 
promi.sed the Rajya .Sabha that this was to 
be a purely ‘temporary measure’ required to 
deal with the dangerous situation created by 
Naga insurgents to be used only in the then 
states of Assam and Manipur. The state of 
Nagaland came into being on December I, 
1963. In 1972, the act was extended to all 
the seven NE states. 

During the brief debate in the parliament, 
which lasted fur couple of hours, only two 
members pointed out lacunae in the bill. One 
member (Mahanty) said that emergency 
provisions in Part XVIll of the Constitution 
have been incorporated in this legislation 
.such as suspension of fundamental rights in 
Part III of the Con.stitution (Section 4) and 
indeminifles the forces (Section 6) without 
the president declaring an emergency and 
without the constitutional remedy given in 
Article 32 along with its four clau.scs which 
give everyone the right to move the Supreme 
Court for enforcement of rights. Another 
member Krishnaswamy pointed out that 
section four of the act divests the states of 
all powers and hands over the areas to the 
armed forces. Not only docs this negate 
calling of military in aid of civil power where 
thestate authority retains the power to regulate 
the movement ot the forces hut usurps the 
powers of the state not warranted by the 
Constitution under List III (Entry I) which 
says that armed lorces will he used only in 
aid of civil power. In other words once the 
state under Section 3 of the act declares an 
area as ‘disturbed’ then it ceases to exercise 
any authority in the area. The speaker had 
said that i t the act was unconstitutional it was 
for the Supreme Cotii to decide. The debate 
ended when the deputy speaker cut short 


Jaipal Singh, who was pleading for the 
continuance of the debate, and said that “No. 

1 do not think. There is no other speech to 
be made. I only allowed Shri Jaipal Singh 
two minutes”. Thus was introduced the 
Armed Forces Special Powers Act. 

Significantly through 42nd amendment 
introduced in 1976 during emergency. Entry 

2 A was added which reduced states' authont y 
over law and order even further and enhanced 
the powers of the union for “Deployment of 
any armed force of the union or any other 
force subject to the control of the union or 
any contingent or unit Ihercot in any state 
in aid of the civil power; powers, jurisdiction, 
privileges and liabilities of the members ot 
such force while on such deployment”. No 
efforts have been made to delete this provi¬ 
sion introduced during the emergency. 
Apparently, consensus exists across the 
political s|)ectrum to arm the government at 
the expense of the citizens. 

'I’he striking feature of the act is the powers 
that it confei s on the central government and 
its forces. It merely requires the subjective 
sattsfaction of the concerned authority to 
declare an area as disturbed (,S3); as such 
no objective criteria arc laid down in the act. 
Armed Forces .Special Powers Act 1972 was 
made appitcahic to all Ihe states and union 
terntorics in the north-east. It confers on 
“the governor of that state or the adnnnis- 
trator of that union territory or the central 
government in either case”, the authority to 
“the use of armed forces in aid of the civil 
power” and to “declare the whole or such 
part such state in the IJT to be a disturbed 
area”. (Article 371 (A) which applies tor 
Nagaland and Manipur the governor can 
“cxcrci.se his indiviiial judgment as to the 
action be taken”.) In the 1958 Act such 
powers were reserved for the governor of 
Assam or the chief commissioner of Manipur. 
.Since governor is a central appointee and is 
accouniablc to them where was the need to 
incorporate central government as a .separate 
entity'.’ Was it to allow the defence ministry 
to become a party to the decision-making 
and/or to make it possible for the central 
government to arm itself with the powers to 
impose arms rule directly in ease a governor 
showed unwillingness todocentre's bidding'.’ 
l-cl us recall that in 1984 governor of J and 
K, B K Nehru refused to dismiss the Fartniq 
Abdullah government as desired by New 
Delhi. He was shifted and replaced with 
Jagmohan who in the presence of army 
officers at Rajbhawan ordered Farooq 
Abdullah to resign. 

Be that as it may. The act permits the use 
of ‘armed forces in aid of civil power’ (,S3). 
The expression ‘in aid of civil power’ is a 
misnomer. On the very second day of army 
action in Assam, on November 29, 1990, 
four police personnel became victims of army 
atrocities. When the DC and SPof Tinsukia 


intervened the next day they themselves 
became victims of army high-handedness 
and were detained for a few hours. In 
Lakhimpur the army ’ $ conduct with the local 
Information and Public Relations Officer on 
December 10,1990 invoked protest from the 
local journalists. In Jorhat, following a 
grenade attack on an army jeep the jawans 
went berserk (January 27. 1991). The local 
commandant of Home Guards along with his 
constables was detained and interrogated. In 
the firing, a DIG of As.sam Rifles was also 
injured. On December 18, SP, .Sibsagar was 
detained for a whole night and was 
interrogated. As the news spread among the 
police rank and file the government got 
alarmed and advisor to the governor 
personally intervened to get him released 
before the army’s ‘aid’ tocivil power erupted 
into a crisis. 

These instances of policemen or other 
oflicials on duty becoming victims of army 
high-handedness belie the claim on paper of 
ct)-ordination between the two authorities. 
There ts the instance from Jammu and 
Kashmir when during the Chrar-e-.Sharief 
siege differences cropped up between the 
army and state administration and this made 
co-ordination diffcult. Rcvcalations in The 
Statesman (May 24/25, 1995) and India 
Today (July 31,1995) show how neither the 
unified headquarters nor the union home 
ministry or department of Jammu and 
Kashmir were privy to certain decisions. 
And that army was given a free hand to deal 
with a situation about which little authentic 
information existed (Heat and 'Mast’ in the 
Fa/Zev. Committee for Initiative on Kashmir, 
July 1995). 

On February 7 iherc was a ‘stormy’ meeting 
between advisor M A 21aki and the officials 
of UHM When asked about the action plan 
Zaki said “The army has its own channels 
of command”. Zaki is also reported as saying 
that issues should be left to the ground level 
officers. 

On April 22 when Zaki was informed by BSF 
that die army is moving ahead of the cordon 
and brought this to the notice of the governor 
the latter said nothing. 

Army had begun ‘inching’ their way into the 
town on the evening of May 8 when over 
3.()(X) hou.ses and shops were gutted. 

The UHM and the Department of Jammu and 
Kashmir were not kept informed about the 
nature of operatton or the exact number of 
militants killed. 

There are frequent complaints by the civil 
administration that leave alone involving 
them, the army doesn’t even inform them of 
its actions. In Assam the army put up posters 
announcing R$ 2 lakh reward for a person 
already in jail. On August 24.1995 the chief 
ministerof Manipursaid that army’sdect.sion 
to launch Operation Sunnyvale was 
‘unilateral ’ and the state government became 
aware of it from newspapers. It is interesting 
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that during this operation in Manipur in 
lAingthar village (SO km south-east of Imphut) 
the 7lh ^ssam Riftes and the I4lh Garwhal 
Rifles flted on each other killing vmc captain 
of 14th Garwhal Rifles on the spot while 
three soldiers of 7lh Assam Rifles lost their 
lives. Again prolonged detentions, torture, 
rape, molestation, killing or death or ntmours 
about any of them immediately evoke .strong 
public reaction. And it is civil administration 
that has to handle the situation I'his seems 
to be a recurring source of tension between 
the two. 

The act permits the armed forces to ‘destroy 
any structure', to ‘arrest without warrant’ 
and ‘to search any premises’ (S4; (b), (c) and 
(d)). This provides the context for army 
raids. There seems to be a pattern here. A 
convoy of army vehicles descends on a 
village, the army rounds up all mules in the 
age group of 15-60 years and gathers them 
at a central place, usually school grounds. 
One lotofjawans interrogates them. Another 
set of jawans goes house-to-house searching 
for the ‘militants' A common complaint 
everywhere relates to language The jawans 
are mostly from olhci states. Their language 
is Hindi the lingii.i Iranca of Indian army. 
The villagcis from whom they seek 
‘actionable intelligence’ speak a dilferem 
language Army spokesman claim that they 
arc always accompanied by translators and 
interpreters But the people deny it. Whai is 
worse is that this coniiiuinication problem 
remains even in inierrogaiion exercises in 
army camps .Significantly, most of the 
instances ol loot, plunder, destruction and 
molestation of women that take place at this 
stage. The logic behind the massive raids is 
to .serve as a lesson. Any major incident like 
an encounter, or an ambush immediately 
provokes the army to go berserk be it in a 
town or a village. 

The act m any case gives powers to the 
armed foiccs to "arrest without warrant any 
lierson who has committed a cognisable 
offence or against whom a rea.sonablc 
.suspicion exists that he has committed... 
(such an) offence’’ (S4(c)). But it also 
specifies that the arrested persons should be 
handed over to the police 'with the least 
possible delay’ (S5). Whereas the ordinary 
law of the land specifies a defmile duration 
of 24 hours (Article 22(2) Constitution and 
S5. C’rPC), the act uses a sulficicntly vague 
expression •'least possible delay’ It gives 
army scope for detaining persons for many 
days together. The act does not explicitly 
permit the armed forces to indulge in 
interrogation. Nor arc there any material 
reasons for the delay. For instanee in As.sam 
even the farthest village in the interior jungle 
is no more than a few kilometres from the 
nearest police station. The state has more 
than 200 police stations and ISO police 
outposts. In reality the army has followed 


the dictum of ‘as much delay as possible’. 
The act empowers tlic armed forces to ‘‘fire 
upon or otherwise use force even to the 
causing of death, against any person who is 
acting m contravention of any law" (S4a)). 
The act, grants immunity to the armed forces 
from "prosecution suit or other legal 
prtK'ecdings”, except with "the previous 
sanction of the ccniral government’’ (S6) 

As it is. the armed lorces enjoy protection 
against arrest for anything done within the 
line o( duly by .Section 45 of CrPC’ and 
Section 1.59 of I PC. But Section 6 ol the act 
provides blanket immunity. 'Hie rci|iured 
permission of the central government has 
never been granted in cases where the 
magistrates or police investigations have 
indicted the army personnel. For instance, 
in two districts of Kashmir (Baramulla and 
Kupwara) between January 199()-May 51, 
1995 420 complaints filed against the army. 
RR, BSF, CRPF not a single chargcshcci was 
registered. In fact out of 15 cases where 
challan was made nothing has happened (CIK 
1995). The army points out that they have 
an iniemal mechanism (Army Rules. 180) 
to enquire into allegations. Court martial 
proceedings arc not conducted in public and 
their judgments aic not published. In a number 
ol instances in court army counter affidavits 
claimed that llicir own enquiries have 
established that the charges were baseless 
Thc.se enquiries arc not public nor are the 
rc|)orls made public (PLIDR 1991). The 
message this gives to ai my personnel is cleai 
and loud; they can gel away wiih anything. 
Interestingly, in 1985 through an amendment, 
the oiiusofpruofshiflslo the accused ‘public 
servant' involved in rape (S576, (2) (b) IPC 
and Article 114-A. Indian Evidence Act). 
The law explicitly includes army personnel 
in Its definition ol ‘public servant’ (S21. 
."second, IPO.Thus going by law it is the 
army men who arc obliged to prove that they 
arc not involved in rape. Rare is an instance 
of this law being applied to army personnel, 

Abspncf-oi- Juiiic'iai Rfvifw 

Efforts to challenge the constitutional 
validity of the act have not borne truil Courts 
have been most reluctant in cases challenging 
the constitiilinnal validity of this and other 
similar acts when they have been applied in 
the north-cast. Punjab. Kashmir and Andhra 
Pradesh. Lawyers ol Ouwahali High Court 
loiccd the government to submit the 
confidential letter of the then governor D 0 
Thakur to the president recommending 
piesidcnt’s rule in As.sam in 1990. The 
governor had rcferrcil to only six districts 
on the north bank and live distnels on the 
south bank ol Bi ahmaputra as being aficeted 
areas, a total of I! out of the 25 districts. 
Inot her words, even the pretence of subjective 
satisfaction did not exist in ease of the other 


12 districts, also declared disturbed. The 
high court struck down the notifrcalion in 
case of these districts, making the exception 
only in case of the city wl Guwahaii. As the 
PUDR report (Wf’.rf/c.v.i Frontier, May 1991) 
noted‘Toour knowledge this is the first lime 
a court has struck down, niheil partially, a 
notification is.suedundcrthiskindol disturbed 
area legislation anywhere in the country. The 
state challenged the decision and got Supreme 
Court to issue a stay on the high court order 
(April 29)". 

'There is also the PUDR and NPMHR writ 
challenging the cunstitiitional validity of the 
act pending betore the apex court since 1982 
in which hearing has not taken place. While 
Guwahati High Court provided some relief 
which were then stayed by the Supreme 
Court, the Delhi High Court took a peculiar 
approach. It found the act constitutional on 
the ground that on examining the circum¬ 
stances warranted by the historical back¬ 
ground "a social purpose is luHilled by the 
siaiulc". Therefore the parliament was 
justified in enacting the act and its action in 
doing .so "was just, fair, and reasonable”. 

However, the Guwahati High Court 
judgment is the closest we have come to 
challenging the constitutional validity of the 
act. Delivered on March 20, 1991 on the 
extension of Armed P'orccs Special Powers 
Act and the Disturbed Areas Act to the state 
ol Assam it directed that whenever the Ai med 
l•orccs .Special Powers Act and the Disturbed 
Areas Act is enforced there has to be a piopcr 
review by the government in each calendar 
month to determine whether the laws are to 
be continued for a funher period. The court 
ruled that the army is not empowered to 
detain each and every person, which may 
also include the innocent in custody and later 
release them The army according to the 
judgement, could arrest only those who arc 
involved in cognisable ollenccs. But even 
these cases should be substantiated using 
concrete evidences. The judgment also 
defined the term "least possible delay” for 
handing oier the arrested persons as being 
within the "shoric.si imssiblc time” -ind 
produced befoie a magistrate within 24 hours. 
The court luiiher observed that by enlorcing 
the AF,SPA and the Disturbed Areas Act the 
“quality ol life" of the inniKcnt people of 
the north-easi has been .seriously affected. 
It, iherefore, ordered the withdrawal of the 
two acts Irom 12 of the 25 districts of Assam 
on the ground that "there was no material 
to warrant the imposition of these acts” 
(PUDR 1991). What is significant is that the 
■Supreme Court stayed the order of the 
Guwahati High Court on April 29,1991. The 
hearing has yet to begin although more than 
four years have passed. 

The army personnel’s disregard for the 
courts has also been very brazen. In Assam 
anticipatory bail orders produced by persons 
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whom they sought to arrest were routinely 
thrown away. In J and K even the civil 
administration is contemptuous of courts on 
matters pertaining to writs of habeas corpus. 
There is the statement of the tormer chief 
justice of J and K High Court, Ju.sticc Rizvi. 
that the admmi.stration did not respond to a 
single one of the nearly 2,000 orders passed 
by his court on writs of habeas corpus. The 
extent to which the government was willing 
to go to defend the armed foiccs is illustrated 
by the Rajan Dolcy case from Assam cited 
by the PUDR report. He was arrested in 
Dhemaji on December IS. 1990. A habeas 
corpus was filed by 70-year-old Nibaran 
Bora, a well known figure in Assam since 
over four decades. Although not an advocate 
himself he has filed and argued himself 
over 400 cases. In the Rajan Doley case the 
army initially maintained that he was not 
arre.sted. Later when evidence to the contrary 
came to light the army changed its story. 
They claimed that he was arrested on 
December 26 but was released the following 
day. Bora countcrargued that under Section 
S of the act the army can only hand over the 
arrested person to the police but cannot release 
him on their own. The court directed, on 
February 22.1991. that the concerned officer 
Major A Atun should he present in court to 
give his explanation. The government 
immediately appealed to the Supreme Court 
which refused to intervene. Back to the 
Guwahati High Court the state came up with 
a new line of defence. It objected to Nibaran 
Bora arguing the case since he was not a 
lawyer and so would violate the Advocates 
Act (S39). The court upheld these arguments 
and assigned the ca.se to another lawyer. And 
Rajan Doley remains missing. In the end, it 
is the democratic opposition and not the 
courts and the judiciary that are able to restrain 
the unbridled powers of the armed forces. 

PaII.IIRB BrM’DS iNDllLUENCa 

The implication of the policy followed by 
the successive governments in India leads 
one to conclude that the unity and integrity 
of India is only the unity and integrity of the 
territory of India and not the unity of the 
people. For more than four decades different 
parts of the north-east have been under Armed 
Forces Special Powers Act. For ail these 
years wc have been told that the Nagas in 
that area must be dealt with ruthlessly and 
that there should be no slackening of the 
pres.sure on Naga in.surgenis. And yet the 
hostilities seem to continue and armed forces 
continue to divide the population of the area 
into 'black' ‘gray' and ‘white’ villages 
implying that the population of the ‘black’ 
villages have yet to be ‘pacified’. What is 
more the act remains on the statute and now 
new arguments arc forwarded to continue its 
prevalence. Arguing in front of the division 


bench of the Guwahati High Court in January, 

1991 in the case challenging the constitutional 
validity of the act the attorney general of 
India submitted that the act was justified 
because similar acts have been passed fur 
the border states of Punjab, Jammu and 
Kashmir and the union territory of 
Chandigarh. ’That is to say that the central 
government had greater powers in relation 
to thc.se .states because of their geographical 
placement. At the UN Human Rights 
Committee meeting in 1991 the attorney 
general of India said that demands for 
secession have to be fought on ‘war footing’. 
And argued that under Article 3SS it is the 
duty of the central government to protect the 
.states from internal disturbances. 

Needless to add that in fighting insur¬ 
gencies the government has taken recourse 
to a number of draconian measures. In 
Punjab beginning with NSA followed by 
TADA with all the amendments that made 
it wor.se and peaking with imposition of 
Disturbed Areas Act and the Armed Forces 
Special Powers Act in I9K3 one is familiar 
with the whole range of terror and counter¬ 
terror. In fact in I98S through S9th amend¬ 
ment emergency was declared in Punjab 
under the name of ‘internal disturbance’ and 
under which any discu.ssion on Punjab was 
banned in and outside the state, with pre- 
censorshipon news reports, non-availability 
of habeas corpus, suspension of all rights 
under Article 19-22. The J and K Disturbed 
Areas Act was enacted by the governor on 
July 3, 1990. And the Armed Forces (J and 
K) .Special Powers Ordinance was passed on 
December 19 bringing six districts in the 
valley and two border districts of Rajori and 
Poonch in Jammu under this. Even before 
these acts the governor through a notification 
issued on April 2, 1990 under Section 39 of 
the state CrPC had conferred the powers of 
the police on officers of BSF and com¬ 
missioned and non-commissioned officers 
of the army in such areas of J and K where 
they were called out to a.ssi!it the civil ad¬ 
ministration. Now the violations of demo¬ 
cratic rights of the people by the forces have 
been documented and presented at various 
forums. There arc .some instances where 
Supreme Court has taken cognisance of these 
complai nts and gi ven di recti ves for rcdressal 
and compensations. In fact in civil suit no 
228S/88 vide their order dated March 31, 
1989 Guwahai. High Court had awarded a 
sum of almost Rs 2 crore to 374 citizens of 
Mizoram as compensation for damages 
suffered at the hands of the armed forces. 
Later this judgment was upheld by the 
Supreme Court in S L P(ci vtl) No 7880dated 
February 8, 1990. However the experience 
of north-east, Punjab and Jammu and Ka.shmir 
show that such judicial interventions are few 
and far in between whereas the act confers 
unchecked powers on the members of the 


armed forces resulting in suspension of the 
fundamental rights of the people without 
declaration of a state of emergency. 

Even under an emergency since the 44th 
amendment the rights conferred by Article 
20 and 21 cannot be suspended. However 
under AFSPA right to life (Article 21) is 
suspended. Emergency rule can only be 
declared for a specified period of time and 
the president’s proclamation of emergency 
must be reviewed by the parliament. Whereas 
AFSPA can be in place for an indefinite 
period of time and there is no legislative 
review. Rcdressal of grievances or legal 
protection against such violations of rights 
by the armed forces is not available to the 
inhabitants of the di.sturbcd areas as Section 
6 of the act protects the armed forces 
personnel functioning under this act. 

SouRo-. Credibii.ity for Si-xf-Df.ience 

Sarkaria Commission had argued that “The 
Constitution framers were deeply concerned 
with the need fur ensuring peace and tran¬ 
quility throughout the country”. According 
to it “external aggression in Jammu and 
Kashmir, the emergence of disruptive forces 
and widespread violent disturbances in the 
wake of partition, demonstrated to them the 
imperative necessity of making special 
pro visions fur effectively and swiftly dealing 
with grave situations of law and order” (The 
Report, p 166). There arc two points that 
need to be considered. Firstly, the govern¬ 
ment’s assessment of threat, the degree of 
threat, as well as the extent to which various 
forces have created internal disturbance is 
not devoid of bias and prejudice and therefore 
should be examined. Secondly, experience 
of the past 49 years ought to be accorded 
at least the same weight to examine whether 
it is not time to amend certain constitutional 
provisions which enable the government to 
infringe fundamental rights. 

The nodal agency for monitoring law and 
order situation is the union home minisfy. 
It IS therefore, significant that whereas this 
ministry has cells monitoring activities of 
communists, insurgents, minorities, etc, it 
has never had a cell for the Sangh parivar; 
neither, after the assassination of Mahatma 
Gandhi nor after the demolition of Babri 
Masjid when this organisation exhibited its 
awesome muscle power and it became clear 
that it po.s.ses.scd the largest private army in 
the country. Indeed a recent report by the 
Delhi-based People’s Movement for 
Secularism documents the cavalier attitude 
of the UHM towards the judicial investigation 
and the cases filed by the CBI after the 
demolition against the leaders and various 
branches of the Sangh parivar, and demon¬ 
strates that the government has a distorted 
threat perception. In fact the act of ommis- 
sion and commission cannot be accepted at 
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face value (see Mainstream, July 13,19%). 
The point is not to argue that undemocratic 
methods should be employed without dis¬ 
crimination. but to highlight that the depart- 
ment/s responsible for 'internal security’, 
which gathers, analyses and persuades the 
government to take various measures, has 
a skewed understanding and therefore when 
it propagates that a movement poses a threat 
its perceptions are based on subjective 
criterion which are open to challenge. To 
take another example whereas hate speeches 
by forces of ‘Hindutva rarely invite pro¬ 
secution the government and its forces 
violently suppress, in the areas .said to be 
'disturbed'. even those who merely voice the 
demand for secession. Once again the point 
is not to argue for violent suppression of free 
speech rather how the government’s per¬ 
ception of internal threat ignores the threat 
to our secular republic iind inflates the threat 
posed to territorial integrity 

Some observers concede that the govern¬ 
ment's mishandling and prevarication can 
create a situation where people take up arms. 
AKso its refu.sal to resolve the problem through 
political means when it first emerges creates 
conditions whereby demand lor .secession or 
armed struggle acquire popular legitimacy. 
However people who wield guns may begin 
to trample on the democratic rights of the 
people in who.sc name they ostensibly took 
up arms. Civilians can feel terrorised. Police 
or civil authorities could become corrupt or 
become incapable of restoring its authority. 
In such circumstances 'he choice between 
terror and stability may make the demand 
for deploying armed forces necessary. 

Indeed under Sections I.W and 131 of 
CrPCcivil authorities have the powers tocall 
armed forces. They are protected against 
prosecution by Sections 45 and 475 of the 
CrPC and .Section 1.39 of IPC-. But they 
remain under the control ot the magi.stratc 
and are bound to follow his instructions. 
There is some semblance of civilian control. 
However,Section HI providesforinitiative 
being taken by the armed forces of the union. 
For instance, when a gazetted officer of the 
force finds that he is unable to communicate 
with an executive magistrate he may with 
the help of the men under his command 
disperse an 'unlawful as.sembly’ intheinterest 
of public security and arrest and confine 
persons forming part of it. Subsequently he 
is expected tocommunicate with an executive 
magistrate, “if it becomes practicable”, and 
obey his instruction. In other words the army 
which was called during theanti-Sikhcamage 
in Delhi in November 1984 or in Bombay 
during the anti-Muslim carnage in January 
1993 could have helped stop the carnage. 
That they did not intervene is in itself 
significant. But, under AFSPA blanket 
powers and immunity is provided to the 
forces when they are engaged in civilian 


conllicts. PUDR had observed “Our rulers 
by extending the concept of sovereignty 
inwards...have let the army fight 'for the 
nation' within the boundaries of the nation” 
(PUDR 1991). Since armed forces arc raised 
on religious, caste and ethnic lines with 
regiments from the north operating in north¬ 
east and those from south in Kashmir, etc, 
with littleknowledgcol local languagccntire 
civilian population becomes alien for the 
troops. In fact this seems to be the policy 
designed to pit 'alien' troops against an 
'enemy' population so that any po.ssibility 
of ordinary soldiers treating people with 
civility can be minimi.sed. There is a related 
aspect that needs to be demystified. A lot 
K written and said about the hardship faced 
by soldiers living under inhospitable and 
hostile conditions. While this is done to 
arouse sympathy no one raises the point 
whether this could not be part of a deliberate 
policy of the commanders delegated the 
responsibility by the government to 'sanitise' 
an area so that all their pent up fury can then 
be unleashed on the 'enemy'. Indeed the 
purpo.se behind pitting forces from outside 
and not the police is meant to send the 
message that no distinction need be main¬ 
tained Mween civilians and militants. And 
because ti.ey are indemnified against 
prosecution it is nol surprising that atro¬ 
cities occur. 

Time and again we have seen how 
conditions arc created where all choices arc 
reduced to calling in the armed forces. A 
classic instance is ‘Operation Hluestar'. First 
the Congress Party-led government allowed 
the situation to go out of hand promoting 
religious extremists to comer the Akali Dal. 
Then they waited until the militants had 
fortified the Golden Temple to declare that 
this posed a threat to country's unity and 
integrity and sent the army. The flip side of 
this is the inability of the government and 
its forces to stop the .Sangh parivar from 
demolishing the Babri masjid. Thereby 
projecting that whereas it will u.sc all its 
might to cruelly suppress insurgencies or 
peasant movements it will retreat before a 
fascist mob. The important thing to note is 
that it is procrastination by the government 
that turns a situation unmanageable and 
results in the demand for augmentation of 
force and more draconian laws. Another 
disturbing fact is that even after the military 
takes over an area they claim that their non¬ 
success to wipe out militancy is because they 
are fighting with one hand tied behind their 
back. Recently, the RSS has begun a 
countrywide campaign demanding that J and 
K be handed over to the army. This is knowing 
fully well that army rules J and K through 
AFSPA and that in the lasi seven years 
accoi ding to union minister of state for home 
affairs more than 40,000 persons have been 
killed. Not a single family in the valley has 


escaped being affected by 'crackdowns’, 
'cross-fire', or ’di.sappcarancc’. In other 
words the escalating cost instead ul inviting 
rc-thinking becomes an excuse for acquiring 
more power over lives and liberties of the 
people. Rarely is there a debate m the 
parliament abouttheconseqoenccso; military 
rule and none to say that it may have worsened 
the situation. 1-ct alone this no one asks why 
deployment of armed forces has to be for 
unspecified periods with complete freedom 
to engage in violence without fear of prose¬ 
cution. Should nol the people be protected 
from the criminal conduct of the government 
forces? Should not the parliament review 
AFSPA just as in the case of emergency to 
asse.ss how its law-making encourages 
lawlessness? Should the civilian authorities 
and citizens not have the right to prosecute 
armymen guilty of crime without requiring 
the prior permission of the central govern¬ 
ment? Should not the armed forces be used 
‘in aid of civil power' and therefore be under, 
the control of the civilian authorities'' 
Should there not he strict procedures re¬ 
quired for requisitioning the armed forces 
lest they become the agency for counter¬ 
revolution? 

While it is necessary that the self-pro¬ 
claimed militants who kidnap and kill he 
brought to ju.stice. it is necessary to ensure 
that the civilian population is not terrorised. 
If the armed forces are allowed to take the 
law into their hands then the stated objective 
behind the law is negated. The excesses 
committed by these forces alienate the 
musses. The government's inability to punish 
the guilty personnel of the armed forces 
compounds this process ot alienation. The 
report of the Supreme Court commissioner 
S C Deb which indicts the Tnpura government 
and the army officers tor “trying to hush- 
up” the gangrape by Assam Ri tics personnel 
of tribal women of the V 1 1 lage of Uj anmaidan 
between May 31 - June 2. 1991 is one of 
the most authoritative instance of crimesi 
going unpunished {The Indian lixpress, 
December 10, 1991). Five years after the 
report came out and seven years afte. the 
incident army personnel indicted have not 
been prosecuted. In Nagaland the inquiry 
undertaken by a retired high court judge D 
M Sen indicted the lumiy in all the three 
incidents he was asked to inquire into. The 
report was submitted to the state government 
on March 16. 1996 and placed before the 
state assembly on March 27. The very next 
day army succeeded in getting the Supreme 
Court to halt all proceedings claiming that 
in matters relating to the armed forces it is 
the central government which has the 
authority not the state under List 1, item 2(a) 
read with items I and 2, of the Seventh 
Schedule. Significantly. Justice D M Sen 
was also asked to inquire into the killing of 
nine persons by the CRiT'in imphal, Manipur. 
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The report has been made available to the 
state government which held that all the nine 
persons were killed once it became known 
that insurgents had lied from the scene. {The 
Hindustan Times. July 12). It remains to be 
seen whether CRPr too takes shelter behind 
the claim that since it is one of the ‘armed 
forces of the union’ only the central govern¬ 
ment can initiate pro.secuiion. Although 
unlike the army it cannot use the Army Act 
a$^an additional shield against prosecution 
for atriKities. 

Interestingly, the standard argument 
advanced is that punishment of the guilty 
will demoralise the lorccs. If fear of de¬ 
moralisation means that atrocious and 
outrageous behaviour ol the forces should 
remain unpunished then it also implies that 
rights and liberties of people enjoy no 
premium. Indeed, the governor of Kashmir, 
K V Kri.shna Kao recently advanced this 
doctrine. In an interview (The Indian Tlxpress. 
June 23) he said that elected representatives 
in J and K should desist from condemning 
the forces for human rights abuse hccau.se 
army will not ‘co-operate’ with such a state 
government Thus any criticism by people’s 
representative can invite the wrath of the 
army in the form of their icfusal to co- 
opertile. This is despite the overwhelming 
evidence that the failure of the government 
to provide ju.stice lends credibility to the 
perception that the state is bin.scd and will 
not do justice. As the organs of the state 
lose their legitimacy in the eyes of the 
people the masses resist and light it in 
thousands of ways. Where democratic 
opp<isition does not exist tlic ranks of the 
militants begin to swell. The government’s 
recourse to strong arm measures begets the 
response that oppression has to be met by 
violence from below. This is the 
psychological and cmoiional space in which 
militants thrive. 

St'MMmri Up 

It has been suggested that if Section 4(a) 
(power to shoot to kill) is revoked, arrests 
are made with warrants. Section 5 modified 
to state th.at persons arrested are to be handed 
over to the police within 24 hours, and Section 
6 repealed some of the abuses which How 
from this act could he curtailed. Alsu that 
there should be objective standard which is 
judicially reviewablc rather than subjective 
opinion for defining an area as ‘disturbed’. 
Also that there be a specified period for 
which such an act is invoked. The point is 
not the misuse of the act rather that when 
a law is undemocratic then abuse is intrinsic 
to it. Besides, the “problems are defined in 
such a way that ordinary people of these 
restless border regions get obscured in the 
dominant discourse, linages of violence 
devoid of their social origins arc presented 


to the public. And then army is sent as a 
solution to the ‘problem’. The consequences 
ofihc.se army operations arc, in essence, ‘the 
Indiaproblem’ that we must have the courage 
to admit" (PUDR 1991 :.32). 

There arc two jHiints I want to lay stress 
on. What stands out in the debate in the 
constituent assembly as wel I as the pari lament 
is the short duration of time required to push 
legislations which disenfranchise citizens of 
their inalienable right to live in dignity. In 
the CA when the issue of indemnification 
under Article 34 was being debated 
proponents tned assuaging the apprehensions 
of members by clai ining that since pari lament 
would exercise control there is little to fear. 
The abruptness of the debate in the CA with 
the bulk of members simply lagging along 
with the proponents was bad enough But the 
fact that the parliaitient spent no more than 
a couple ol hours in UJ.'iR debating AF'‘.SPA 
and the mai.ner in which debate was .scuttled 
belied all hopes of parliament acting as a 
watchdog lor people’s rights and democratic 
governance. In fact since then there has been 
no full- Hedged debaicoii the act, the atrocities 
committed under its cover, and the lessons 
ol using ‘armed forces of the union’ to deal 
with rebellion rcmamuiicxammed. .Secondly, 
the avenue ol judicial redressal too has been 
closed becau.se recourse to Article 32 is 
unavailable. Thirdly, there are no procedures 
estabiished lordetennining theciriiimstanccs 
under which Disturbed Area Act can be 
imposed. 

During the CA debate many members 
spoke about threat to .security of nation as 
nece.s.sitatmg martial law. This .security, it 
was then claimed, could be threatened among 
others by ‘icvolulion’. In fact revolution 
meant C'oinmunist Party-led uprising in 
Tclengana anti when the spectre of com¬ 


munism prevailed among privileged sections 
of the society. In other words security of the 
nation was read as implying threat posed by 
.secession as in developments in Nagaland 
and revolution as in Telengana upri.sing. It 
is significant that provision of Disturbed 
Area Act has been invoked not only m north- 
cast against the .so-called .secessionists hut 
also against the Left Front inTripurain 1989. 
What is more as portents of things to come 
it has been used in Punjab and J and K against 
the so-called secessionists as well as against 
(he communist revolutionaries in AP. 
F'urthermore by invoking national .security 
as an argument external dimension acquire 
a preponderant role jii.sti tying recourse to 
harsh and coercive measures. Needless, to 
say this helps divert attention from the 
problems (hat emerge out of the uneven 
.socio-economic development, concentration 
ol power, and dealing with the initial 
manifestation harshly. Against this back¬ 
ground “riot, insurrection, rebellion and 
overthrow of authority" covers practically 
every situation in which (he government can 
deploy its armed might to suppress people 
protesting against tyranny, including the 
one brought about by the economic rc- 
lornis, which is marginalising working 
people, and compelling them to oppose their 
exploitation. It is worth remembering that 
a republic is ha.scd on the concept ol popular 
.sovereignty, ami carries within it the 
democratic principle of the right to rebel 
against oppression 

[A niiiiibrrof people have helped me with various 
portions or versions o! this pa|K'r particularly the 
PlIDK activists. Dipankar Gupta, Siiiiiaiilu 
Bannerjec, Ranahir .Sainadar. and Schha Hussain 
Anil to Ashok Milra fur pointing me towards Ihc 
Sarkuria (Joiiiinission None, however, are 
Fesponsible for emus in my argument.] 
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Retooling Rural Financial Institutions 

Kishor C Samal 


1 READ with interest the paper by Kaladhar 
{EPW, September 28, 1996). He has raised 
various interesting issues such us fi) pro¬ 
ject approach to lending, (ii) financial 
services from the perspective of rural poor, 
(iii) approach todclivcry of financial .services 
by informal sector, and (iv) successful rural 
financial institutions (RFls) in other 
developing countries. This note intends to 
supplement some of the issues rai.scd by 
Kaladhar. 

It is desirable to take lesson from the 
working of both (i) rural informal credit 
market for advancing loans and their eflec- 
tive monitoring for timely lepayment, and 

(ii) successful rural financial institutions 
(RFIs) of Asia for guidelines for innovative 
practices of deposit mobilisation as well 
as for advance ol credit to retool the RFIs 
in India. 

RI'RAI iMNANflAl. iNSIIlll'IIONS 

The rural credit market has been at the 
centre of policy intervention in most of the 
developing countries over the past decades. 
One and a half decades back, RFIs were 
onginally established indcvelopingcountrics 
to promote growth in rural sectorby providing 
farmers with credit at concessional rates. But 
most of the RFIs have failed. Kaladhar points 
out that RFIs ignored manageability in the 
processofdctcrniining viability. He attributes 
the failures ol RFIs to the inappropriateness 
of the strategy, systems and procedures 
followed by them. But most of the RFIs in 
developing cnuntrics failed, unable to fulfil 
their objectives due to (i) low collection 
rates, (ii) heavy dependence on subsidies, 

(iii) use of traditional banking methods. 

(iv) occasional loan waivers, (v) a low 
outreach, (vi) lackadaisical administration 
without innovative management, and 
(vii) political interference. 

However, m some cases, the RFIs have 
been effective in providing creative finance 
to rural population. Kaladhar has men¬ 
tioned RFIs of Indonesia in his paper. 
But only two RFIs in Indone.sia, one in 
Thailand and one in Bangladesh, have 
been successful in Asia. They are (i) Bank 
for Agriculture and Agricultural Credit 
(BAAC) in Thailand, (ii) Gramecn Bank 
in- Bangladesh, (iii) Bandan Kredil Kcca- 
matan, and (iv) Bank Rakyat Indonesia 
UnitDesa in lndone.sia. These financial 
institutes are graduating to become self- 
sustaining, full-service banks for niral 
population. 


To Kaladhar the success of the RFIs in 
Indonesia and Bangladesh is due to “joint 
liability and peer pressure”. But that is not 
the whole story. The success of the above- 
mentioned four RFIs in Asia lies in (i) their 
innovative financial (xilicies and delivery 
mechanism, (ii) developing some saving 
services besides credit delivery, (iii) charging 
positive real interest rates ranging from 11 
per cent to 30 per cent per annum, (i v) using 
an array of incentives like interest rate rebate 
for efficient loan collection, (v) collateral 
requirements for big loans and joint liability 
of borrowers without collateral for small 
loans, (vi) ‘mobile banking’ as a means of 
low-cost saving and services to poor at then 
door-step, (vii) linking RFI bonus to 
quantitative performance criteria, and 
(viii) incorporating existing structure in the 
lending process. 

In India, there have been interventions by 
formal sector financial institutions with the 
strategy o* (i) expansion of institutional 
structure, (ii) directed lending, and (iii) sub¬ 
sidised credit by nationalisation of com¬ 
mercial banks at various stages and setting 
up of regional rural banks (RRBs) and 
NABARD. It is claimed that due to these 
.steps, the relative share of formal sector 
credit in total cash debt on the rural household 
increased from 7.1 per cent in 19.SI-52 to 
61.2 per cent in 1981. But as per a World 
Bank .study in Dttar Pradesh, less than 8 pci 
cent of the total cash debt of rural households 
living below the poverty line is from formal 
financial institutions. Moreover, formal 
institutional credit accounted for only 36.7 
per cent of the total cash debt of rural non¬ 
cultivating households in 1981. In Onssa 
only 29.7 per cent of total credit of foimal 
financial institutipns goes to rural nun-farm 
sector (RNFS). 

Thus, the rural poor and RNFS have not 
got the expected benefit from the formal 
sector financial institutions. Therefore the 
share of informal sources of credit has 
continued to be high. In the case of those 
who had succeeded in getti ng access to loans 
from the formal sector RFIs, the transaction 
cost is very high. 

Informm. Credit Seitor 

Directed lending has focused on low 
interest rates and subsidies rather than 
availability and .'icce.ssibility of credit. The 
main problem of credit delivery system is 
not the supply of credit at concessional rate 
or with subsidy but access to credit and 


DISCUSSION 


timely credit in adequate amount at rea.sonablc 
rate of interest. 

In the initial stage, the policy response 
towards niral credit aro.se from the prevalence 
of high interest rates. But the past 40 years' 
experience ol government intervention in 
rural credit market through RFIs has (ailed 
to drive the traditional informal credit agent 
out of the market 

According to Kaladhar, credit rationing 
by informal lenders is determined by (i) age, 
(li) numberof years of schooling, (iii) wage 
income, and (iv) head of the households 
which are relevant to India. However, his 
assumptions arc not realistic and show his 
lack of understanding of the working of the 
niral credit market, though he mentions 
elements such as (i) unit cost, (ii) repayment 
periods, and (lii )grace |ienod that characterise 
the rigid framework of Indian rural credit 
system and simultaneously inhibit its 
pcriormance. 

The other i mportant Icatures of mral credit 
market of developing couiiirics including 
India are (i) co-existence of inlormal and 
formal sectors though rate charged by formal 
sector IS lower, (li) segmentation of credit 
markets in which interest rate of lenders in 
different areas vary, (iii) possibility ol credit 
rationing and unavailability ot credit at any 
price in .some periods like those of harvest 
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failure, fiv) specialisation of formal sector 
financial institutions in areas where farmers 
have title to land, (v) inter- linkage between 
credit transaction and transaction in other 
markets in informal credit sector, (vi) low 
outreach of formal Rl'Is to people due to 
absence of collateral on account of improper 
land records to prove title to land, (vii) greater 
accessibility to informal credit sector due to 
acceptance of moveable property like gold, 
silver and utensils and as collateral, and 
(viii) a limited number of commercial lenders 
in the informal sector despite high interest 
rates. 

There are three major problems of the 
rural credit market; (i) screening problem 
.since it is costly to determine the risk of 
default of each borrower because borrowers 
differ in likelihood that they will default, 
<ii) incentive problem since it is costly to 
en.surc that borrowers take actions which 
make repayment most likely, and (iii) en- 
forcemcni problem because it is difficult to 
compel repayment. While suggesting 
retooling of RFIs, one should take these 
problems into consideration for designing 
specific intervention by formal credit sector. 
But Kaladhar docs not consider these 
problems and hence his suggestions are not 
near to realities. Rural financial institutions 
(RFIs) have many things to learn from the 
practices of informal sector lender, at least 
for advancing loan and enforcing repayment. 
They should also learn from the working of 
successful RFIs in Asia not only for advance 
and repayment of loans but also for 
mobilisation of household savings in rural 
areas. 

Poi.K Y Alti-rnaiivhs 

Though Kaladhar thinks that the working 
of successful RFIs in Asia is relevant for 
India, his suggestions for retooling RFIs 
are not based on obscrvalions from the 
working of these RFIs. His sugge.stions such 
as (i) treatment of rural household as a unit 
and central point for delivery of financial 
services, (ii) development of long-term 
relationship between RFIs and the rural 
households, (iii) linking IFS and FS, (i v) data 
on saving mobilisation, and (v) improvement 
in resource base of self-help groups, are not 
at all sufficient for retooling RFIs. 

The mtyor policy alternative, as is observed 
from the working of successful RFIs, is that 
directed credit should be timely and adequate 
at reasonable rate hut not necessarily at 
concessional rate except of course at the time 
of natural calamities like harvest failure so 
that informal credit agents like money¬ 
lenders may be driven out from the rural 
credit market. There is need of .services of 
deposit mobilisation and loan advances at 
the door-step of small I armers and rural non¬ 
farm sector (RNFS) entrepreneurs. Not 


only agriculture but akso RNFS as a source 
of employment and potential for develop¬ 
ment may be taken into account while 
considering the flow of funds for rural 
development. In this respect, co-ordination 
with post offices and self-help groups is 
desirable. 

Other factors which may make lending 
policies successful arc: (i)immcdiate change 
in credit policy if it is realised that policies 
are not functioning properly, (ii) use of 
objective performance criteria, (iii) no out¬ 
right subsidic.s/luan waivers, (iv) moni¬ 
toring self-help groups, (v) codification of 
property rights, (vi) development of com¬ 
plementary institutions like an insurance 
market, (vii) priority in advance of loans to 
the existing and operating units which are 
unable to develop due to paucity of funds 
over advance to a new person to start a new 
unit, and (viii) no collateral for small loans 
which arc to be given to self-help groups, 
medium loans through collateral and big 
loans for other than manufacturing and 
agricultural production through collateral 
as well as at the interest determined by 
auction. 

The major lacuna of Kaladhar’s analysis 
is that he has totally neglected the aspect of 
saving mobi lisation by RFIs. It is to be pointed 
out that informal credit sector does not play 
any role in mobilising household savings in 
rural areas. So no lessons can be drawn from 
rural informal credit sector. Similarly, 
existing RRs in India arc just disbursement 
windows. 

Commercial banks and post offices in rural 
arcus have been able to some extent to 
mobilise hou.sehold savings in rural areas. 
There is a positive role of postal savings. The 
advantages ot po.stal savings are: (i)sccurity, 
(ii) convenient access, (iii) no requirement 
for minimum deposit, and (iv) higher interest 
than banks. But the post office docs nut 
advance any credit in rural areas for any 
activities or to any social group, though it 
is ableto mobilise rural savings. On the other 
hand, formal RFIs advance loans but are not 
able to mobilise rural household savings 


adequately. There are various methods of 
encouraging household savings in rural areas, 
viz, (i) regulation to discourage wasteful 
consumption, (ii) enhancing safety and 
soundness of financial intermediation both 
in public and private sector, (iii) maintaining 
macro-economic stability, if not, some sort 
of indexation of interest rate of inflation, 
(iv) keeping compulsorily a certain per¬ 
centage of the loan in saving deposit while 
advancing loans, and (v) improving living 
standard of the rural people by equitable 
distribution of rural assets and land and spread 
of education, particularly primary and 
secondary education. 

Moreover, post offices in rural areas work 
for only I to 2 hours a day. The post office 
staff in rural areas is mostly recruited from 
the local area. They have intimate knowledge 
of local people and local economic and social 
conditions. But they are underutilised and 
underpaid. In these circumstances, they can 
be fully utilised with higher remuneration 
and incentive and thereby post offices can 
work as service banks without creating extra 
infra.structurc in rural areas. That is, besides 
deposit mobilisation, post offices can advance 
loans for various activities and to various 
groups in their areas. Alternatively, a certain 
percentage of deposit mobilised by post 
offices may be earmarked to be diverted to 
RFIs for disbursement of loans in the area 
so that savings mobilised in rural areas are 
not diverted to urban centres. 

Through an innovative mechanism, the 
rural savings mobilised by various agencies 
like post offices, banks and other RFIs may 
be judiciously utilised in the rural areas, 
occasionally transferring fiom one place to 
another within rural areas in some period 
like harvest failure. For this the duplication 
ot agencies may be dune away with. A 
single rural financial institution, say 
NAB ARD, in the country may be considered 
which will both mobilise savings anddisburse 
loans in rural areas to check outflows. A 
mechanism for co-ordination between RFIs 
and post offices may be formulated for the 
purpose. 
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LETTERS TO EDITOR 


Cultureand Religion 

THIS is III response to Ashok Chowgule’s 
lettcr(NovcmIwr2,19%) Chowgulcwrites: 
“What arc the distinctive features wliich 
separate them [Muslims] from Hindus...in 
this country? Obviously the main 
characteristic is their belief in Allah...which 
is the central feature of Islam." But .since the 
culture of Indian Mu.slims is different from 
that of Muslims of other countries, “the 
cultuial rotits of Muslim ciii/eiis ol India arc 
outside geographical borders". 

Cossman and Kapur (.September 21,1996) 
arc making the point that in India, Muslims 
arc “a historically disadvantaged and 
culturally distinctive group". To draw from 
this the conclusion that the cultural roots of 
Muslim citi/cns of India are outside the 
geographical borders of India is nothing but 
importing one's preconceived notion on a 
simple statement which sums up the 
multiplicity of Indian culture, l-'or that matter, 
religion IS not the only determinant of culture. 
Ii IS one of the multiple factors which deter¬ 
mine the growth of culture of a community. 
Though some aspects may be common in the 
culture of Malayalec and Bengali Muslims, 
there IS a va.st difference between the two. 
For that matter a Malayalec Muslim may 
have more in common with a fellow Hindu 
Malayalec than a UP Muslim. Again, within 
co-rcligionists ol the same region al.so culture 
of the rich elite and the poor is not the same. 
The culture ol a UP Jtilaha will have very 
little in common with culture ol a UP Ashraf 
or a Muslim Rajput. 

Cossman and Kapur’s sentence which 
Chowgtilc quotes is incomplete without its 
ptevioushalf-“n historically disadvantaged” 
group. Culture is not a static category to be 
brought nr iniporled and lived on for all the 
times to come. The interaction of social 
groups and changing socio-political scenario 
keep it constantly on the move. The Indian 
Muslim eoiiimunity has cultural riKits in this 
region only. But to understand this one h.a.s 
to understand the spread of Islam. The 
majonty of Muslims in India have thcirorigin 
in the Indian soil only. It is only a handful 
of those who might have come from the lands 
to which Chowgule is referring. Islam spread 
first in the south due to interaction with Arab 
traders. Later with different Mughal invasions 
many aristocratic families changed over to 
Islam out of fear or anticipation of reward. 
Some ol the converts to Islam were also due 
to the impact of sufi saints' but the bulk of 
conversions were from our own shudras and 
poor peasants, which made Swami 
Vtvekanand (Collected Works, Vol VIII, 
p .^.^0) remark, “Why amongst the poor of 
India so many are Mohammadens? It is 
nonsense to say that they were converted by 


the sword. It was to gain their liberty from 
zamindars and priests..." 

Like the Hindu community, the Muslim 
community is also heterogeneous and the 
bulk of both from last many centuries has 
originated from here only. The ‘import of 
culture' from outside geographical borders, 
which is a serious concern of Chowgule, has 
affected all the communities in equal 
measures. The intensification changes in 
transport, communication and media affect 
all of us and the culture of a ‘Hindu’ today 
is not the same as it was a century or a decade 
ago, it has definitely been inlluenced by life 
outside ‘our’ geographical border. Barring 
this fact which affects all of us, if Chowgule 
is hinting at Arab ‘roots’ of Muslim culture 
he is grossly mistaken as roots of majority 
of Muslims lie in the culture of our own 
imtoii.'hahles of yesteryears. 

By implication, as per Chowgule, Rama 
and Krishna and not Babar and Aurangazeb 
have to have a role in ‘our’ national life and 
they should be our heroes. Neither were 
Rama and Krishna heroes of all Hindus, nor 
do all Muslims identify with Babar or 
Aurangazeb. There is a huge spectrum of 
Hindu sects who revere multiple gods, 
multiple goddesses and even some of them 
do not believe in any of them preferring to 
be atheists. It is only during the last decade 
that Rama is being imposed on all Hindus 
unmindful of their preferences of worship. 
It is only during the last decade or .so that 
Babar and Aurangazeb are being projected 
as the heroes of ’all Muslims’. Let Chowgule 
go to the slums of Mumbai or villages of 
Kerala to find out how many Muslims identify 
with Babar and Aurangazeb. The majority 
of the minority community has its peers, sufi 
saints .scatter^ all over the country, some¬ 
thing which I am sure Chowgule is aware 
of but prefers to ignore. Right in his Mumbai 


there is a place called Haji Ali and close to 
Mumbai there is Haji Malang Dargah where 
thousands of Muslims and Hindus throng," 
unmindful of the communal interpretation 
being given to their roots by the votaries of 
the Hindu right. 

As Chowgule .seems to be taking Ambedkar 
seriously, one may suggest to him a serious 
reading of Ambedkar's ‘Riddles of Rama 
and Krishna’ before he passes the fatwa 
about their ‘role’ in our life. 

Mahatma Gandhi’s ’Hindu-Muslim bhai- 
bhai’ has all the more meaning today when, 
being bashed by the onslaught of Hindutva 
forces, the disadvantaged .sections of society 
are writhing in pain and suffering. The price 
of the polities of the elite is always paid by 
the disadvantaged of the community. I wish 
Chowgule heeds the ad vice of Swami Vi veka- 
nand “for our own motherland, a fusion of 
the two great systems, Hinduism and Islam 
- a Vcdantic brain and Islam body i.s the only ''' 
hope” (Collected Works. Vol VI. p4l6) and 
instead of using distorted logic while reading 
Cossman and Kapur, thinks of the composite, 
syncretic cultural ethos which is our heritage. 
Rather than impose Ram and Krishna on 
everybody, let us respect jieople’s faith and 
belief systems which necessarily arc native, 
changing and constantly interacting with one 
another. The time has come, after a whole 
decade of aggression in the name of Rama 
and Krishna and humiliating minorities by 
attributing to them the sins of Babar and 
Aurangazeb, that we try to understand the 
needs of the di.sadvantaged sections of our 
society (minorities included), which is not 
just the ‘ worshipol national heroes’ as defined 
by Chowgule, but the problems of daily life, 
housing, employment, freedom from hunger,' 
illiteracy and disease. 

P R Ram 
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Not Out of the Woods Yet 


O N the face of things, the government has reason to feel 
relieved that the external payments situation has remained 
comfortable even after the redemption of the India 
Development Bonds (IDBs) during January-Pebruary. Of the 
total amount of $ 2,104 mn due, apparently some $ 969 mn 
had been converted into rupees and the balance of S 1, 135 
mn has been repaid in foreign exchange to the bond-holders. 
Even so, the country’s foreign currency as.scts (including 
SDRs) have hardly been affected; they were about $ 19.7 
^ bn a month ago on January 10 and now on February 15, after 
the final redemption of the IDEs, they stand at $ 19.6 bn. 
The current fi.scal year thus bids fair to end with a reserve 
build-up of $ 2.6 to 3 bn despite debt service obligations of 
as much as $ 14.5 bn which included, apart from the IDBs, 
repayments to the IMF of a little less than $ I bn and 
withdrawals under the FCNRA scheme of around $ 3.5 bn. 
This is certainly much better than expected. 

The earlier BOP anxieties were, however, not entirely 
unfounded. Even when the reserves position had been good 
in 1995-96, there were two bouts of volatility in the foreign 
exchange market and a sharp depreciation of the rupee which 
had caught the authorities unawares. During September- 
October 1995, speculative forces were able to suddenly plunge 
the rupee from a ncar-iwo-ycar stable perch of Rs 31.37 per 
dollar to Rs 35.65 and create a panic demand for cover by 
V importers and cancellation of forward contracts by exporters. 
*lhus inducing a persistent mismatch between supply and 
demand in both the cash and forward segments of the foreign 
exchange market. The story was repeated in January-February 
1996 when the rupee touched a record low of Rs 37.95 per 
dollar in the spot market and the three-month premium in 
the forward market ro.se to 27 per cent in March. E>eprcciati6n 
of the rupee was contained subsequently, but significantly 
it was only when the authorities gave up their non- 
interventionist stance that export receipts began to speed up 
and a possible acceleration of import payments was prevented. 
Apart from stiffening the interest surcharge on import finance 
and discontinuing the scheme of post-shipment credit 
denominated in dollars, exporters were cautioned about their 
statutory obligation to realise export proceeds within six 
months from the date of shipment of goods failing which they 
would invite punitive action under the Foreign Exchange 
Regulation Act (FERA). Cancellation of forward contracts 
above a limit had now to be repotted to the authorities. 

It is a moot point to what extent the more rapid remittance 
of export proceeds and other foreign exchange receipts has 
f been induced by fears roused by the many cases involving 
politicians and industrialists in ‘hawala’ transactions and 
violation of FERA. The well known practice of fraudulent 
invoicing of exports and imports and of transfer pricing by 


multinational companies may have been given a teinporary 
jolt by the few highly-publieised actions of the law-enloreing 
agencies. It is quite likely that the improved flow ot remittances 
under different heads and the generally comfortublc BOP 
situation, the sharp deceleration of export growth 
notwith.standing, has had more to do with fear of punitive 
measures than with the so-called reforms. The kind of 
speculative outbursts that took place m October 1995 and 
January-March 1996 arc ordinarily a regular leature ol 
economic liberalisation, which is why it was legitimately 
feared that they might recur in the current financial year given 
the government’s large debt redemption liabilities. Wbat the 
recent experience has also served to underline is that the 
Rc.servc Bank has enough power to curb shady deals and 
practices in the foreign exchange market, if it only chooses 
tocnforcc the statutory obligations o! exporters and importers. 

A closer watch on export receipts, for instance, and match¬ 
ing of remittances against export bills should help improve 
recovery of export proceeds. .Similarly, better co-ordination 
with the customs authorities in the collection of pi ice data 
for the principal items figuring in our export-import trade can 
make a major contribution to curbing deliberate over- and 
under-invoicing. The stern measures taken by the RBI after 
speculative forces raised their head have played a notable role 
in improving the external payments situation It is to be hoped, 
therefore, that such measures will remain a regular feature 
of the authorities’ functioning and further that the RBI's 
watchdog role will be strengthened by paying grealer attention 
to its organisational and procedural efficiency. For it is 
necessary to bear in mind constantly that the Indian economy 
has by no means shed its vulnerability in the external sector. 
True, there has been a marked reduction in the merchandise 
as well as the current account deficit in the current year, hut 
from a broader development perspective the picture is not 
all rosy. The RBI had been projecting a rise in the current 
account deficit from the estimated 1.7 per cent of GDP 
(roughly $ 5.4 bn or ks I8,{KX) crorc) in 1995-96 to 2 per 
cent of GDP ($ 7 bn or Rs 25,(XX) crorc) in 1996-97, though 
it turns out now that the actual deficit may not exceed 1.3 
per cent ol GDP ($ 4.5 bn or Rs 16,(XX) crorc). Tliis is becau.se 
there is expected to be a sharp reduction in the trade deficit 
from $ 8.9 bn to $ 7.7 bn between the two years. This 
unexpected outcome is the combined result of a fall in the 
rate of growth of exports and an absolute decline in non-POL 
imports. The economic refonns have failed to yield sustained 
growth of exports which is the only enduring means of 
achieving external .sector stability. After touching rales of 
18 to 20 per cent per annum for three years from 1993-94 
to 1995-96, export growth in dollar terms has slumped to 
5.4 per cent in this financial year so far (April-Deccmber 
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1 W6). The average growth of exports in the 
past six years of the post-reforms period 
works out to 11.2 per cent per annum, which 
is no higher than that recorded in the second 
half ut the l9K0s. 

On the imports side, non-POL imports 
declined by 5.5 per- cent during April- 
December 1996. If, on the other hand, total 
imports had risen by 15 per cent as official 
agencies had predicted earlier, the additional 
foreign exchange outgo this year would 
have been of the order of .$ 5.5 bn. Even 
if $ 2 to 2.5 bn of the extra imports had been 
matched by additional exports, as a 
substantial part til exports are import-related, 
there would still have been an additional 
foreign exchange outgo ol about $ 3 to 3.5 
bn which would probably have been enough 
to upset the applecart. On the other hand, 
if imports in dollar terms had continued to 
rise at the annual rale of 35 per cent as in 
1995-96, the situation would have clearly 
got out of hand. The Indian economy has 
a strung import propensity which has been 
further stimulated by the economic 
liberalisation Apart from the sluggishness 
in industrial activity, it is difficult to say what 
precisely has brought about the slow down 
in non-POL imports in the current year. 

Two major changes in re.source flows 
from abroad in recent years also deserve 
attention, though neither can be attributed 
entirely to the reforms. First, thcie is the 
growth of private inward remittances from 
$ 3.8 bn in 1991-92 to $ 7.5 bn in 1995-96 
and in 1996-97 they may cross $ 8 bn or 
about 2 percent of GDP. Earlier, remittances 
had shot up in the mid-1970s aftei the 
petroleum price boom and the large 
migration of Indian workers to West Asia. 
Even so, they had touched a peak of only 
about 1.6 per cent of GDP then. However, 
the eontention that the rise in remittances 
in recent years is because of changes in 
economic fundamentals is perhaps only 
partly true. The type of jobs being taken up 
by Indian workers abroad now has changed 
significantly with a larger proportion of 
qualified professionals with a considerably 
higher earning capacity going abroad. Their 
remittances, even though they may not take 
the form of urgently needed family 
maintenance support, are likely to be 
correspondingly larger. A part of the 
unrequited transfers may also be related to 
concealed funds accumulated abroad earlier. 
Finally, the larger inward remittances may 
also be linked to the rapid external orientation 
of the economy and the rapidly expanding 
size of India’s external sector. 'Thus i f inward 
remittances have gone up by about 100 per 
cent between 1991-92 and 1995-96, travel 
payments have on the other hand shut up by 
200 per cent from $ 465 mn to $ 1.400 mn, 
transportation payments by 100 percent from 
$ 1,289 mn to S 2,700 mn and the outgo on 
account of servicing of investment by 35 per 
cent from $ 4,051 mn to $ 5,503 mn. But 


for the rise in private transfers from abroad, 
the invisible account would have shown a 
massive and growing deficit. The deficit on 
the invisibles account (net of private transfers) 
would have gone up from about $2.2 bn in 
1991-92 to $ 4 bn in 1995-96. 

The other change is the rise in inflow of 
foreign investment which has to an extent 
replaced many other forms of debt-related 
capital receipts such as external assistance, 
commercial borrowings and NRI deposits. 
Foreign investment, which was negligible in 
the early years of the reforms at a little over 
$ 100 mn, rose to $ 4.9 bn in 1994-95 and 
$ 4.14 bn in 1995-96. This has happened 
when the proportion of private capital in 
capital flows from the rich countries has 
gone up at the expense of official transfers. 
Apart from foreign direct investment, 
portfolio investment in the developing 
countnes by institutional investors has risen 
sharply. Even if India had adopted a more 
independent path of development instead of 
faithfully following the stnictural adjustment 
model prescribed by the so-called 
‘Washington consensus’, the country should 
have been able to attract foreign direct 
investment of the present mtxlcst order of 
$5 to 6 bn a year. In fact, it would be safe 
to surmise that in that event the country’s 
capacity to absorb foreign capital would have 
been significantly higher than it is in the 
present circumstances. 

What is even greater cause for concern is 
the nature of the foreign capital inflow into 
the country. More than 50 per cent of it still 
takes the form of portfolio investment which 
hardly contributes to strengthening the 
productive base of the economy and which 
besides comes with a high price lag in terms 
of servicing cost. Even foreign direct 
investment in India, it is widely accepted 
now, is markedly inward-looking with the 
focus on the domestic market, more so in 
fact than even domestic investment. Foreign 
direct investment also has a high import 
component, both of machinery and capital 
equipment to begin with and of raw materials 
and spares on a continuing basis later. Given 
these features, ri.sing foreign investment flows 
into India arc likely to be accompanied by 
significantly larger foreign exchange outgoes, 
with serious implications for the stability of 
the external sector. 

POPULATION POLICY 

Do We Need It? 

The National Population Policy now awaiting 
cabinet approval before being presented to 
parliament is the culmination of a 20-year 
process which began with the statement on 
national population policy. More recently, 
in 1991, a separate committee was appoint^ 
by the National Development Council to 
draft a comprehensive policy document. 
Given this it was inevitable that the resulting 


document would be what it is: a document 
which hopes to meet with the approval of 
all sections, and yet not quite committing 
itself to anything except of course the core 
programme of family planning in a different 
guise. In other words, the population polic^v 
under discussion currently is more or less 
a rhetorical welfare policy statement with 
the aim of achieving equity about which 
everyone agrees but which few expect to see 
implemented. In any case, within the current 
framework of economic development, 
achieving equity is not a major objective. 

The opening statement, for instance, 
acknowledges the population and poverty 
and environment degradation linkages 
seeking to stress that both the latter are 
somehow, in general terms of course, linked 
to numbers. Ominous statements unjust about 
every i,ssue ever raised in the environment 
debate then follow. And finally the grand 
conclusion: “Under such circumstances the 
loss of every gene or species limits our 
capacity to adapt to new situations. It is high 
time the limits to the human carrying capacity 
of the supporting eco-systems arc 
recogni.sed.” In other words, even while 
acknowledging the first world/third world 
consumption disparities, the reduction of 
numbers of people is still the primary 
solution. 

Gender equity and gender balance are of 
course the idiomatic core of the policy 
document. The policy even enunciates a 
panchsheel of gender relations, the 
observance of which would “emancipate men 
from their mindset of greed, encourage 
women to rise to their full potential, achieve 
genderequityandeliminate gender conflicts”. 
It will suffice here to say that the entire 
perspective on gender is a sad reflection of 
how little understanding there is of women’s 
issues and women’s problems leave alone 
of the socio-historical roots of women’s 
oppression in society. 

Gi ven that this is a pol icy with deinographic 
inputs, it is surprising that there is so little 
comprehension of the changing population 
patterns. The needs of and expectations 
from an aging population would be 
considerably different. And a sensitive 
forward-looking policy would have been 
influenced by such issues as the rights of 
older people, their livelihood problems 
and their special health care needs (which 
incidentally fall outside the current 
dominant focus on ‘reproductive health’).. 
This, of course, is another indication that 
the policy document has tried to 
accommodate vocal groups and articulated 
demands even if only in the preamble - 
older people arc not yet a vocal enough 
constituency, as women have become. 

'The policy then emphasises the need to 
create empowerment mechanisms at various^ 
levels, the lowest being the family, then the 
panchayati raj institutions, the district, the 
state and the nation. Each level through 
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various means will be in effect strengthened 
to make decisions for itself spelling out the 
financial and other support needed. After 
touching upon other ‘global’ topics, a dire 
warning is is.sued: “if our population policy 
^ocs wrong, nothing else will have a chance 
to go right.” 

So how is all this to be implemented? “A 
holistic and comprehensive approach would 
be identified and implemented" - which, 
believe it or not, entirely comprises the 
following: areproducti ve health care package 
which will be delivered through the primary 
health care system, integrating within itself 
not only MCH, reproductive and sexual health 
but also the national eradication of malaria, 
leprosy, tuberculosis, blindness, AIDS, etc. 
Why then should it be termed a 'reproductive 
health package'?Clearly the package which 
originally did not contain any general health 
care components is being sought to be 
expanded, on paper, to quieten the criticism 
about its limited character. In fact, the later 
elaboration of these services and the training 
^and support required completely ignores any 
'mention of the communicable diseases 
programme. Preparatory manuals for the new 
programme already m use have little to say 
on anything except the core family planning 
package, including now. reproductive 
illnesses. It must he remembered that 
communicable diseases programmes arc 
vertical centrally-designed programmes 
which have defied integration even at the 
primary general health care levels. Integration 
of the various services is undoubtedly 
desirable, but it requires enormous 
groundwork and structural changes in the 
entire system of delivery of health care, 
which clearly is not the intention of the 
policy-makers. 

in effect the resultant document comprises 

core of single-minded family planning/ 
icrtility control programmes under a thick 
blanket of riietoric which accommodates a 
confusion of perspectives. To foist this 
garbled document upon the people as the 
nation’s population policy does grave 
injustice to the faith placed by electorates 
in their representatives. On the one hand, of 
course, this is a badly drafted and superficial 
document, even though the insensitivity 
of the earlier draft has been eliminated, 
and so its adoption is a meaningless 
exercise. On the other, adopting a popu¬ 
lation policy at a juncture when health and 
welfare support systems are collapsing is. 
at the level of political perspective, to 
accept the need for the state to take greater 
control of people’s lives. Everything in the 
policy points to this; even while there are 
verbose statements about decentralising 
decision-making, empowerment, gender 
relations, etc, the central and well-developed 
^ focus is on change directed from the top. But 
it would not be surprising at all if our 
parliamentarians, of all shades, adopt the 
‘policy’ without even a discussion. 


BY-ELBCnONS 

Bad News for Congress 

ALONG with being trounced in the Punjab 
assembly polls, the results of the by-elections 
to 16 a.ssembly and three Lok Sabha scats 
spread across nine slates also did nut bring 
any relief to the Congress. The results, instead, 
clearly indicate that in spite of the change 
in the party’s leadership, the voters have not 
changed their assessment of the Congre.ss. 

Major blows for the Congress have been 
the loss of two Lok Sabha seats, Chhindwara 
in Madhya Pradesh and Nagaur m Rajasthan, 
which it previously held. In Chhindwara, 
Kama! Nath, former minister lor textiles and 
environment, lost to the BJP candidate, the 
former chief minister of Madhya Pradesh, 
Sunderlal Patwa, by 37,000 voles. Congress 
had never lost this seat since 19S2 and Kamal 
Nath himself had returned victorious from 
this constituency four times after 1980. In 
1996, Kamal Nath was denied the party 
ticket for the Lok Sabha elections because 
of his alleged involvement in the hawala 
.scam. Kamal Nath had then declared that he 
would not stand for election till the court 
cleared him. But. soon after the change in 
the party’s leadership, he forced the by- 
election by getting his wife to vacate the seat. 
The voters, however, .saw through Kamal 
Nath’s hypiKiisy and in spite of .stalwarts 
like Sitaram Kesri, Arjun Singh. Madhavrao 
Scindia, Digvijay Singh, and 25 state 
ministers campaigning for him, Patwa 
emerged victorious. Yct the result should not 
be read, as the BJP is wont to do, as a 
statement against Digvijay Singh’s 
government. For, on the other hand, the 
Congress wrested the Dcpalpur assembly 
scat from the BJP by 8,000 votes. 

The success in Nagaur Lok Sabha seal and 
Phulcra assembly seat in Rajasthan has nut 
only helped the BJP to extend itself further 
into the jat-dominatcd region but has also 
bolstered Bhairon Singh Shekhawat’s 
leadership as it was he who fielded Bhanu 
Prakash Mirdha, son of the late Nathu Ram 
Mirdha, to wrest the scat from Ram Nivas 
Mirdha of the Congress. These defeats, along 
with the defeats in .Sardarshalir and Jhuiijhunu 
in previous by-elections, signify the rapid 


erosion of the Congress base among the jais 
of Rajasthan. 

The BJP’s success in the north, .lugnienled 
by its convincing victory in Dcbai and 
Shikarpur assembly seals in t Itt.ir Pradesh, 
extends to Gujarat and, through its ally Shiv 
Sena, into Maharashtra. Hy retaining the 
Sakhrej as.sembly seat, the BJP has again 
proved that its base in Gujai at remains intact 
in spile of the party losing power in the stale. 
Rather, BJP’s victory, following iis victory 
in the Gandhinagar Lok Sabha scat, has 
made the forthcoming Radhanpurby-cleclion 
to be contested by Shankersinh Waghela all 
the more crucial. The Radhanpiir election 
will decide the fate of Waghela's government 
which is already facing threats ot withdrawal 
of support from 16 independents and the 
Janata Dal (Gujarat) lobby within the 
Congress. The defeat of Manikrao Boraste 
of the Congress at the hands of Shiv Sena’s 
Mandakini Kudain in the Niphad as.sembly 
constituency, a one-time stronghold ot the 
Congress, .speaks volumes for how infighting 
within the Congrc.s.s is helping ihc SS-BJP 
government in Maharashtra in spite of 
growing resentment against the coalition in 
the state. Despite Sharad Pawar camping in 
the region, the activities of Malojirao Mogal, 
a local .sugarbaron, against his rival Boraste 
helped the Sena to regain the scat by a margin 
of 5..100 votes 

The only saving grace for the Congress 
is its victories m Orissa and Karnataka. 'The 
victory of Prcmiata Mohapatra of the 
Congress in Kamakhya Nagar assembly 
constituency in Onssa highlights the depths 
the Janata Dal has touched in the state, as 
Its candidate Nagcndra Pradhan got fewer 
votes than even the Independent candidate 
in the tray. Losing the Kamanagara a.s.scm- 
bly scat m Karnataka, which hud been vaca¬ 
ted by prime minister Deve Gowda after 
his election to a Rujya Sabha seal, brought 
liirthcr chagrin to ihc JD. The scat falls 
within the Kanakpiiia Lok Sabha con¬ 
stituency presently held by Deve Gowda’s 
son H D Kumaraswaniy, and has a strong 
presence of the vokkaliga community. But 
the police tiring on agitating textile n.ill 
workers of a closed mill at HeJjale in the 
Ramanagar constituency recently seems to 
have determined the defeat of the JD 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to out notice that a large number of sub.scriptions to the £’PW 
from outside the country together with the subscription payments sent to 
supposed suh.scription agents in India have not been forwarded to us 

We wish to point out to subscribers and subscription agencies outside India 
that all foreign subscriptions, together with the appropriate remittances, must 
be forwarded to us and not to unauthori.scd third parties in India. 

We take no responsibility what.socver in respect of sub.scriptions not registered 
with us. 
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candidate and cine actor. Ambarish. JD also 
lost the Cbikkanayakanahalli assembly scat 
to a rebel candidate and the legislative 
council graduates scat to the BJP. Rather, 
it was Ajit Singh’s huge victoiy in 
Baghpat. Saniajwadi Part> s success in 
two assembly scats in 1 IP, theTDP’s clean 
sweep ol thiec assembly scats in AP and 
the success ot the DMK, though with a 
reduced margin, in the Puddukottai assembly 
seal 111 TN that has kept the UF flag Hying. 

F*oLrrics 

Misplaced Consideration 

JVD writes: 

NOT too long ago, when siK ial worker Anna 
Ha/.arc was actively pursuing corniption 
charges against two ministers in the 
Maharashtra cabinet, one of the ministers, 
.Shushikant Sutar, chose to retaliate in what 
hcthoiight wasacrushingly effective manner, 
lie publicly declared that “he had the goods 
on I la/aieand his village uplilt scheme’’ and 
would reveal all if Ha/.are did not watch his 
step. 

As minister for agriculture, Sutar oversees 
the ideal-village scheme ol the stale 
goverimicnl of which lia/arc is the honoraiy 
chan man. I f Sutar has any information about 
any irregiil.iriiies in its functioning or about 
any misuse ol public funds in Ha/.are's own 
ideal village, one would ex|H.'Ct that as a 
responsible mmistci he would at once act on 
it and not use it as a bargaining counler. But 
accepted norms of a representative 
governineiil or even of verbal restraint arc 
not exactly the strong points of anyone in 
Sular's paity. Maybe because of ihis and 
also because of the past record of Sutar, 
his utterances were not taken very 
seriously. 

ShankarraoChavan, on the other hand, has 
been a nimistei in Maharashtra and in the 
union go verninent for some .M) years. He has 
been chief niimstcr of the state and was union 
home minister in the very critical past five 
years and is certainly aware of the duties of 
a minister. He has gone on record last week 
as saying that he has a great deal of 
information about the doings of Sharad Pawar 
(presumably gathered by government 
agencies and to which Chavan had access 
as home minister), but he w,is not going to 
make it public because “that w.is not Ins way 
of doing polilKs' 

Fioiii their statcinenis, it is a,iparenl that 
the inlormation to which .Sutar and S B 
t'li.ivaii refer inv’olves .some transgression of 
law Now, It is expected that when ministers 
(or aiiv public scivant for that matter) un¬ 
cos ci misdccils. they will pursue the matter 
liiiihcr and hung the guilty to book. Instead, 
v.c have the spcciacle ot present and past 
ministers openh idniitting deliberate 
dcicliciiuu of Um> 


Though they nominally belong to the same 
political party, Chavan and Pawar have been 
adversaries of long. So the Indian public is 
supposed to admire the nobility of Chavan’s 
behaviour vis-a-vis his opponent. But a few 
questions may still be pertinent. As a public 
servant what takes precedence - personal 
magnanimity (if such indeed is the case) or 
one’s responsibilities as a minister? If 
guarding the reputation of an individual 
contlicts with the interests of the state, where 
does the duty of a cabinet minister lie? With 
the rcvciationsof the Bofors papers imminent, 
the answer to this question will .soon as.sume 
special importance. 

There is another nagging doubt as well. 
If Chavan. as home minister, can be so 
considerate towards his political opponent, 
what would he indeed not do for his friends, 
cronies and benefactors? Chavan held 
strategically an important position in the 
goveniment for over five years, a period 
which saw scandal after scandal involving 
Chavan’s cronies breaking out regularly. 
Surely Chavan would do at least as much 
for his cronies as for his rivals. Yet another 
question: Is ihis nobility ol soul displayed 
by Chavan his personal trail or pait ot the 
prevalent ('ongress culture? Is the govern¬ 
ment inaction or slow-moiion action that we 
are witnessing on the numerous .scandals - 
involving guns and sugar and shoes and 
shares and .iiiimal feed - a result of the 
gentlemanly reactions of Chavan and others 
I i ke h I III or t he result of the prevalent pol itical 
culture m the country? 

PAKI.STAN 

Limits of Change 

THE recent elections in Pakistan can become 
a watershed of sorts, not only for that nation 
hut also for the Indian subcontinent as a 
whole. This is provided scn.se dawns on the 
army generals in Pakistan and the new prime 
minister is allowed to carry out his election 
promises, which include among other things 
better relations with India. 

Belying all earlier speculation about a hung 
parliament and the emergence of a minority 
government, Nawa? .Sharif is today in a 
position to implement his plans, unfettered 
by the compulsions of dependence on other 
parties - if he wants to act independently. 
There I ics the rub. Though enjoying absolute 
majority in parliament, Nawaz Sharif seems 
to ix' developing cold feet, judging by .some 
of his gestures. For instance, soon after 
winning the elections he threatened to scrap 
the notorious Eighth Amendment to the 
constitution (which, among other things, 
empowers the president to sack an elected 
government). A day later, however, he 
retracted the statement, saying that he would 
not touch the Eighth Amendment for at least 
a year. It would be interesting to watch how 
Sharif reacts to the all-powerful Council for 


Defence and National Security (CDNS) 
which was created by president Leghari on 
the eve of the elections to oversee decision¬ 
making by any elected government In 
Islamabad. Since it was established through 
a presidential ordinance, legally it needs 
ratification by parliament. Backed by a 
majority, Sharif can nullify the CDNS. But 
will he dare to? 

But Sharif need not resort to a con- 
frontationist course in order to carry out 
some of the much-awaited reforms. He can 
at least make genuine efforts to pul an end 
to the mayhem in Karachi and other parts 
of Pakistan. While dismissing the Bhutto 
government on November5,1996, president 
Leghari referring to the killing of “thousands 
of persons in Karachi and other parts of 
Pakistan" regretted that “no meaningful steps 
have been taken...to put an end to the crime 
of extrajudicial killings which is an evil 
abhorrent to our Islamic taith and all canons 
of civilised government". This is the first 
time that the head of the state in Pakistan 
has acknowledged governmental respon- , 
sibility for human rights violations. .Sharif- 
will be only following president Leghari’s 
.idvice if he initiates concrete measures to 
stop such killings. The Accountability 
Commission - again created by the president 
through an ordinance in November last - can 
also be used as an instrument by Sharif to 
investigate all complaints of corruption and 
abuse of office bniught against public servants 
and launch pro.scculions where necessary 
Incidentally, both Sharif and Benazar Bhutto 
in the pa.st had introduced separate bills 
supporting the need for accountability. The 
new government under Sharif can expand 
the scope of the Accountability Commission 
to enable it to receive and investigate 
complaints of human rights violations in 
order to bring those responsible for such 
abuses to justice. 

Improvement of Indo-Pak relations is 
another issue which can be brought to the 
fore from the back-burner under Sharifs 
leadership. Significantly, one of his first 
statements immediately after winning the 
elections stressed his determination to resume 
the stalled dialogue between the two 
governments to settle outstanding issues. 
His promise to divert resources from spending 
on defence to the .social sector augurs well 
for both countries. The question is: will the 
powerful military establishment in Pakistan 
allow him to do this? IMF pressure on 
Pakistan to cut extravagant government 
spending has not yet affected the military 
establishment. The latter has not faced any 
popular threat on the scale of the 1968-69 
anti-Ayub mass upsurge or the later Move¬ 
ment for the Restoration of Democracy during 
the Yahya regime. In the absence of similar 
popular movements to back democratic . 
reforms and changes in foreign policy, Sharif 
may not be able to make much headway, 
even if he is serious in his attempts. ■ 
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External Sector 




.September 




End-March 




Exchange Rale of Rupee 

19% 1995 1996 1995 1994 1993 1992 1992 

1991 

1990 

1989 

Ifi-Countrv TWER (1985=100); (RBI Senes) 




Fixed Parities 


Nominal 


39.5 41.43 44.99 44.94 43,87 49.89 

64.08 

75.52 


Real 

63.05 63.58 61.93 

63.2 63.55 59.15 56.53 64.24 

72.69 

78.7 


Exchange Rale of Rupee Feb 14, Month Year 

March-end 

March 

March 

Annual Average Rotes 

(Rupees per US dollar) 

1997 Ago Ago 1996 1995 1994 

19% 

1995 

1995% 1994-95 

1993-94 

1992-93 

Oflicial/RBI Reference Rales 

.35.96 35 86 36.77 .34 3.3 .31.37 31..37 


MM 

33.28 


K KS 

25.97 

Markct/FEUAI Rates 

35 93 35,86 36.55 34 35 31.37 31.37 

■SB 

la 

33.30 


E 

30.65 

Foreign Aid (Ks crore) 

Apr-Oct 

Apr-Oct 











l9%-97 

1995-96 1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 1989-90 1 

1988-89 

1987-88 

Net Aid Receipts 

1311 

-242 

4159 

4871 

6175 

6159 

5319 

.5421 

3181 

2595 

2460 

Net Aid Inflow* 

-1357 

-2805 

-673 

463 

2124 

2188 

1514 

2717 

1347 

1101 

1218 

* net of amorlisation and interest payments 










Tourism Apr-Dee 

Apr-Dee 




• 







1996 97 

1995-96 

1995-96 1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 1988-89 

1987-88 

1986-87 

Tourist Amvals (’(XIOs) 1643.7 

15.50.5 

2190.0 

1907.0 

1871.3 

1820.8 

1781.9 

1613.7 

1765.0 

1619,3 

151.3.5 

1491.9 

(6.0) 

(16.2) 

(14.8) 

(19) 

(2.8) 

(2.2) 

(10.4) 

(-8.6) 

(9 0) 

(7.0) 

(14) 

(-) 

Foreign Exchange Earnings. (Gross) 











Rs crore 7579.0 

6668 0 

100.57.7 

7323 8 

6509.0 

6060.0 

4892.0 

2613.0 

2386.0 

2054.0 

18.56.0 

1607.0 

(13 6) 

(30.0) 

(37 3) 

(12.5) 

(7.4) 

(23.9) 

(87.2) 

(9.5) 

(16.2) 

(107) 

(15 5) 

(.35.2) 

US $ million 2147.0 

2051.0 

2928 0 

2325.0 

2074.9 

2092.5 

1984.6 

1456.5 

1433 0 

1418.5 

1431 0 

1257 4 

(4 7) 

(24.7) 

(24.7) 

(12.1) 

(-0.8) 

(5.4) 

(36.3) 

(1.6) 

(1.0) 

(-09) 

(13.8) 

(29.4) 

Bullion Prices 

Feb 14, 

Month 

Year 

March 

March 

March 

March 

March 

March 

March 

March 


1997 

Ago 

Ago 

1996 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

Bombay Gold (Rs/IOgm) 

4760 

4870 

5400 

5171 

4680 

4611 

4082 

4443 

3440 

.3140 

3140 

London Gold ($/Oz) 

342.90 

3.54.70 405 40 

396.75 

386.70 

387.35 

330.34 

344.64 

363.39 

393.66 

390.27 

Spre.ad over London (per cent) 

20.1 

19.1 

12.7 

18.1 

20.0 

18.0 

21.9 

36.1 

53.4 

44.8 

61.3 

Bombay Silver (Rs/Kg) 

7340 

6750 

7845 

7311 

6335 

7159 

5492 

8050 

666.3 

6464 

6755 

London Silver ($/Oz) 

5.16 

4.76 

5.76 

5.53 

5.18 

5.64 

3.63 

4.50 

3.97 

5.07 

5.79 

Spread over London (per cent) 

23.0 

23.0 

15.2 

19.8 

21 3 

25.9 

49.1 

88 9 

171 8 

131 5 

133.9 

Estimated Imports 


1996 



1995 

1994 1993 1992 

1991 

1990 

1989 

(Official/ Clandestine: Tonnes) 

Total 

II Half 

IHalf 

Total 

II Half I Half 






Gold. Import 












Official 

318.0 

162 0 

156 

278.0 

129,0 

149 178.4 114.0 95.3 

na 

na 

nu 

Clandestine 

103.0 

40.0 

6.3 

129.0 

78.0 

51 149.1 190.4 265.6 

na 

na 

na 

Total 

421.0 

202.0 

219 

407.0 

207.0 

2(X) 327.5 304.4 360.9 

190.0 

170 

173 

Silver: Import 

2300.0 

na 

na 

2311 0 

na 

na 2302.0 .3575.0 1750.0 

1360 0 

1300 

6.30 

BdlsnCC of P3.ymCntS: Key indicators (US $ million) 








1996-97 1995-96 1994-95 

199.3-94 1992-93 1991-92 1990-91 1989-90 1988-89 

1987-88 

1986-87 

1985-86 


* (OE) (QE) 










Exports 

.34500 

32467 

268.57 

22683 

18869 

18266 

18477 

16955 

14257 

10420 

12646 

946.3 

Impoits 

42250 

41412 

31840 

25069 

23237 

21064 

27915 

24411 

23618 

19816 

17740 

17298 

of which. POL 

10050 

7547 

5928 

.57.54 

6100 

5364 

6028 

3719 

2885 

3117 

2200 

4076 

Trade balance 

-77.50 

-8945 

-4983 

-2386 

-4.368 

-2798 

-9438 

-74.56 

-9361 

-7170 

-7320 

-7835 

Invisibles (net), inci off) trfs 

.3200 

3511 

2349 

1228 

842 

1620 

-242 

616 

1364 

2.317 

2758 

2967 

Non-factor services 

100 

94 

-371 

535 

1129 

1207 

980 

- 

- 

- 

- 

- 

Investment income 

-5000 

-4479 

-39.52 

-3270 

- 3423 

-38.30 

-3752 

-2928 

-1711 

-1337 

-978 

-776 

Pvt transfers 

8000 

7480 

6200 

3595 

2773 

3783 

2069 

2281 

2653 

2698 

2329 

2305 

Current account balance 

-4550 

-.5434 

-26.34 

-1158 

-3526 

-1178 

-9680 

-6841 

-7997 

-4853 

-4.563 

-4845 

(Per cent of GDP) 

(-1..3) 

(-1.7) 

(-0.9) 

(-0.4) 

(-1.5) 

(-0.5) 

(-3.2) 

(-2.7) 

(-2.9) 

(-1.9) 

(-2.0) 

(-2.3) 

Capital account total (net) 

7.3.50 

2515 

759.3 

10022 

42.54 

4754 

8402 

6100 

7116 

5777 

4616 

3998 

External as.sistance (net) 

1050 

780 

1434 

I90i 

18.59 

.3037 

2210 

18.56 

2216 

2258 

1414 

1369 

Comincicial borrowings (net) 

-200 

527 

1029 

607 

-358 

14.56 

2249 

1777 

1894 

989 

1%7 

953 

NRI deposits (net) 

3000 

945 

811 

1205 

2001 

290 

1536 

2403 

2510 

1419 

I29i 

1444 

Rupee debt service 

-960 

-963 

-10.50 

-1053 

-878 

-1240 

-1193 

- 

- 

- 

- 

- 

Foreign investment (net) 

4700 

4143 

4895 

4235 

555 

139 

102 

- 

- 

- 

- 

- 

FDI (net) 

2200 

213.3 

1314 

586 

344 

154 

68 

- 

- 

- 

- 

- 

IMF (net) 

-900 

-1710 

-1146 

187 

1288 

786 

1214 

-877 

-1069 

-932 

-526 

-207 

Other flows (ii^cl e and o) 

660 

-1207 

1620 

2940 

-213 

286 

2284 

938 

1442 

-731 

-101 

474 

Change in Kesefve(~dccica.se) 

2800 

-2919 

49.59 

8864 

728 

3.576 

-1278 

-740 

-1001 

-738 

-573 

-577 


Notes: (i) - means not available. * Based on informed judgment. QE Quick Estimates. 
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COMPANIES 


EPW Research Foundation 


CHAT 

Buoyant Demand 

CHAT, the flagship company of the R P 
Goenka group, witnessed encouraging 
offtake of its tyres during its financial year 
1994-96 (18 months period). Although the 
figures for the two years are not directly 
comparable, on an annualised basis, the 
company’s net sales improved by 21.5 per 
cent (all percentages on annualised basis) 
and value of production increased by 27.4 
per cent over 1993-94 (15 months period). 
However, a sharp increase in manufacturing 
expenses (up 36.1 per cent) and other 
operating expenditure led to a lower increase 
in operating profit which improved by 15.6 
per cent. Despite a mere 7.2 per cent increase 
in interest charges and a 37.8 per cent fall 
in depreciation provision over the previous 
year, the company’s net profit plunged 
drastically by 44.2 percent over the previous 
year, thanks to a 40.2 per cent increase in 
tax provision. 

During the year under review, Ceat hived 
off its tyre-cord division to SRF for a total 
consideration of Rs 303 crore and resmictured 
its business in line with its strategy to con¬ 
centrate on its core activity, tyres. With the 
upsurge in the automotive industry, from 
two wheelers to heavy commercial vehicles, 
the market for all categories of tyres remained 
buoyant throughout the year. Encouraged by 
market conditions, Ceat reinforced its market 
presence in various segments. Its ‘Endura’ 
brand firmly established itself among the 
most preferred brands while ‘Secura’ enjoyed 
growing customer from scooterists. The 
company even managed to score over its 
competitors in the highly competitive truck 
tyre market as a result of its strategy to 
segment the market and tailor products to 
specific customer needs. Ceat launched such 
focused brands as ‘CLT Nova’, ‘HCL-80 
Plus’, and 'Turbo Lug’ while in the 
specialised segment it introduced variants of 
its well established *FM Series’. The 
company’s ‘Formula-1 Steel’ tyrescontinued 
to dominate the car radial range. 

Ceat is now gearing up to launch the 
country’s latest technology carradials. These 
will be accessed from production facilities 
at the Aurangabad factory which was earlier 
transferred to South Asia Tyres, a Ceat- 
Ooodyear joint venture backed by top 
technology from Goodyear Tire and Rubber 
Company of USA. The Aurangabad factory 
has been converted into a huge state-of-the- 
art tyre factory ready to cater to equally 
shared joint requirements of Ceat and 


Goodyear India for the latest technology 
driven radial and earth mover tyres. Ceat has 
already tied up its total fund requirements 
of Rs 416 crore for its joint venture with 
Goodyear. 

On the expon front, the company saw a 

24.4 percent increase in exports to the quality 
conscious international markets, including 
the US. where it sold the large.st volume 
of its products. Its tyres also received signi¬ 
ficant market acceptance in the Far East and 
Africa. 

Keeping in mind the growing demand for 
tyres, the company has undertaken feasibility 
studies for setting up a third factory, its two 
existing factories in Nasik and Mumbai have 
a total capacity of 31.80,0(X) tyres per annum 
at present. 

Meanwhile, fur the first five months of 
1996-97, thecompany has notched atumover 
of Rs 492 crore as compared to a turnover 
of Rs 411 crore in the corresponding period 
last year, representing an increase of 19.7 
per cent. For the current year, the company 
is targeting a total turnover of Rs 1,300crore. 
Ceat’s stock price currently quotes at around 
Rs 62 on the Bombay Stock Exchange, 
discounting its 1994-96 earnings per .share 
12.3 times. 

PARKE-DAVIS 

Restructuring Programme 

Parke-Davis, a group company of Warner- 
Lambert, USA (a leading producer of 
formulation and bulk drugs with a turnover 
of $8 bn), is engaged in the manufacture of 
' cardiovascular and central nervous system 
(CNS) drugs, both in the specialised health 
care and therapeutic segments. Some of the 
company’s well known brands include 
Benadryi,Gelusil,Sloan’sPainBalm,Water- 
bury’s Compound, Listerine Mouth Wash, 
Chloromycetin, Pension, Ferradol, etc. 
Around 90 per cent of its drugs arc free from 
price control. 

The company is currently undergoing a 
massive restructuring programme under 
which it has already pulled out of the 
confectionery products segment by selling 
off its leading brands like Halls, Chiclets and 
Clorets to Warher Lambert’s 100 per cent 
subsidiary, Warner Lambert India (WLI), 
for a sum of Rs 6 crore. The company is also 
selling off its Marol plant in Mumbai which 
manufactures Benadryl, a cough syrup, and 
Gelusil, an anti-acid. In 1995-96 thecompany 
paid Rs 12.6 crore on account of the voluntary 
retirement scheme introduced earlier. Parke- 
Davis has also announced plans to introduce 


non-patented new products in its major 
therapeutic segments. It has recently launched 
two drugs, Neurotin and ('ognex. on behalf 
of WLI. 

During the year under review, the company 
saw a 2.1 per cent increase in net sales. 
However, with the sale of its confcciionery 
products to WLI, it saw a fall of 14.2 per 
cent in operating profit over the previous 
year. A sharp increase in interest charges (up 

38.5 percent) and the Rs 12.6 crort paid with 
respect to the voluntary .separation scheme 
also led to a 22 per cent fall in net profit over 
the same period. The company claims that 
if the said products are excluded from the 
prior year sales for purposes of comparison, 
its sales would show a growth of 10.1 per 
cent over the previous year. 

The company sold 1.057 million tablets 
realising Rs 36.4 crore which was a fall of 
around 10.4 per cent over the previous year. 
While sale ot liquid tonnulations too was 
lower by 4.6 per cent in volume terms, sale 
realisation was higher by 9.9 per cent at 
Rs 8,913 crore. Liquid formulations con¬ 
tributed 57.4 per cent of total turnover in 
1995-96 while tablets accounted for another 

23.5 per cent and capsules contributed 12.3 
per cent. As m the case of liquids, while sale 
volume of capsules was higher by 4.7 per 
cent, sale realisation improved marginally to 
Rs 19.1 crore. 

Meanwhile the company's share price 
quotes at around Rs 160 on the bourses 
discounting its 1995-96 earnings per share 
of Rs 6.3 by a comiortable 25.5 times. 

COLOUR-CHEM 

Modernisation and 
Expansion 

Coiour-Chem, a subsidiary of Hocchst AG, 
Germany, improved its performance in 
1995-96 with a 16.6 per cent increase in net 
sales and a 14.2 per cent increase in value 
of production over the previous year. While 
the company's net profit improved by 11.4 
per cent, operating profit was higher by 

15.5 per cent. 

The company's products can be divided 
into three categories, namely, synthetic 
organic and pigment dyestuffs and their 
dispersions; synthetic resins, binder materials 
and auxiliaries; and intermediates (including 
catalysts) for dyes, pesticides, pharma¬ 
ceuticals, etc. 'While the first category 
contributes around 50 per cent of the total 
turnover and the other two categories bring 
in another 41 percent, trading items including 
chemicals, pigment dyestuffs, etc. bring in 
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(Rs lakh} 

CEAT I'arkc- Colour-Chem 


Growth and Financial Indicators/_Davis 


Year Ending 

March 

1996 * 

Sept 

1994 ** 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

Incomc/appropriatioas 

1 Net .sale.s 

1298 It 

89013 

1.3785 

1 3.508 

268.36 

23026 

2 Value of producliun 

1.3.3941 

876.31 

13117 

14224 

26758 

2.3437 

3 Other Income 

5949 

3944 

92 

118 

1073 

980 

4 Total tin onie 

139890 

91575 

13209 

14342 

27831 

24417 

5 Raw maierials/sture.s and 

86142 

49983 

25.37 

3148 

12940 

11902 

spjre.s consumed 

6 Other inunufuclunng expcn.ses 

8322 

7861 

32.50 

3628 

4164 

31.56 

7 Remuncrulion lo employees 

9124 

6856 

2168 

1923 

2893 

2563 

8 Other ex|)enscs 

20447 

15447 

3612 

.3730 

3526 

.3066 

0 OpeialiiiK pratil 

1.5855 

11428 

1642 

191.3 

4308 

37.30 

in Inieicsl 

13112 

10193 

2.59 

187 

1060 

958 

11 (iio.ys laaftl 

50.38 

6995 

1188 

1870 

.3132 

2773 

12 Depreciation 

3229 

4328 

141 

1.35 

7.56 

649 

13 Pi a/il hefarr tax 

18()<) 

2667 

1047 

1735 

2376 

2124 

14 Tax provision 

37 

22 

290 

765 

6 (X) 

5.30 

I.S Pi of It after tax 

1772 

2645 

757 

970 

1776 

1.594 

16 Dividends 

1.372 

872 

542 

482 

524 

408 

17 Relumed prohi 

4(K) 

177.3 

215 

488 

12.52 

1186 

IJabilitic.s/ass«ts 

18 Puid-up capital 

3.508 

.3096 

1205 

1205 

1165 

1165 

19 Reserves and surplus 

.50092 

25402 

1906 

1692 

8391 

7136 

20 Loiig-lerin loans 

27855 

444(8) 

936 

1669 

4082 

43.52 

21 .Short-term loans 

17446 

1998.3 

- 

- 

41.39 

3080 

22 Of which hunk borrowings 

14149 

14786 

- 

- 

4139 

3080 

2.3 Gross fixed assets 

49875 

54563 

2491 

2140 

14045 

11711 

24 ,4ccumiilulcd depreciation 

11593 

1.3627 

1382 

1264 

5928 

5202 

2S Inventories 

17(8)5 

12649 

1991 

2693 

4569 

4552 

26 Total as.scis/liabilitics 

1.303.50 

114889 

6176 

6727 

21838 

19394 

Miscellaneous items 

27 Exci.se duty 

.34162 

22873 

17.35 

1551 

.3532 

3074 

28 Gross value added 

256.35 

27086 

3469 

4119 

6858 

6257 

29 Total foreign exchange income 

20288 

1.3.585 

835 

230 

7742 

6707 

30 'total foreign exchange outgo 

20146 

12659 

540 

47.3 

2402 

1619 

Key financial and performance ratios 
.31 Turnover ratio 

(sales lo total assets) (%) 99.,S9 

77 48 

223.20 

200 80 

122 89 

118 73 

32 .Sales lo total net assets (%) 

131.25 

95.84 

.340 62 

295.84 

1.50.96 

146.35 

3.3 Gross value added lo 
gross fixed assets (9() 

51 40 

49.64 

1.39.26 

192 48 

48.83 

53.16 

34 Return on invcslineiil 

(gross profit to total assets) (%) 

3.86 

6 09 

19.24 

27 80 

14 34 

14..30 

3.3 Gross profit to .sales 
(gross niurgiii) (%) 

3,88 

7.86 

8.62 

13.84 

11.67 

12.04 

36 Operating profit lo sales (%) 

1221 

12.84 

11.91 

14.16 

16.05 

16.20 

37 Profit before lax to sales (%) 

1.39 

3.(8) 

760 

12.84 

8.85 

9.22 

38 Tax provision lo 
profit before tax (%) 

2.05 

0.82 

27 70 

44 09 

25.25 

24 95 

39 Profit after tax to net worth 
(return on equity) {%•) 

.3.31 

9.28 

24.33 

33 48 

18,59 

19.20 

40 Dividend (%) 

40.(X) 

28.00 

45.00 

40.(K) 

45.00 

.35.00 

41 Earning per share (Rs) 

5.05 

8..54 

6.28 

8.05 

152.45 

1.36.82 

42 Book value per share (Rs) 

1.52.79 

92.05 

25.82 

24.04 

820 26 

712.53 

43 P/E ratio 

12.27 

7.96 

25.47 

14 16 

17.38 

21.93 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

51.97 

1.55.80 

.30 09 

57.61 

42.72 

.52.4.3 

45 Shun-term bunk borrowings 
to inventories (%) 

83.20 

116.89 



90.59 

67.66 

46 Sundry creditors to 
sundry debtors (%) 

116.14 

80.32 

82.00 

89.08 

44 71 

53.59 

47 Total remiineiation to employees 
to gross value added (%) 

35..59 

25.31 

62.50 

46.69 

42.18 

40.96 

48 Total remuneration to employees 
lo value of production (%) 

6.81 

7 82 

16.53 

13 52 

I0.8i 

10.94 

49 Gross fixed assets formation (%) 

-49.69 

-1.47 

16.40 

4.24 

19..32 

7.60 

50 Growth in inventories (%) 

.34.44 

-16.70 

-26.07 

47.80 

0.37 

12.42 


- means nut available * 18 tnonths period ** IS months period. 


the balance. During the year under review, 
production of synthetic organic and pigment 
dyc.sturfs and their dispersions fell by 4.3 per 
cent and that of synthetic resins, binder 
malcrials and auxiliaries fell by 2.1 percent. 
On the other hand, production of inter¬ 
mediates improved considerably by 28.5 
per cent from 5,534 tonnes to 7,111 tonnes. 
Sale of all products was higher with that of 
intermediates rising the mo.st by 33.7 per 
cent over the previous year. The company’s 
exports also increased by 84.6 per cent and 
it secured the status of a Trading House 
during the year. 

The company has diversified into a new 
business field by producing and marketing 
laminating adhesives for the packaging 
industry. Some nun-carcinogcnic products 
have been added to the range of pigment 
emulsions for the textile printing industry in 
order to comply with the requirements of the 
German Consumer Ginids ordinance. The 
company is presently augmenting its capaci¬ 
ties for azo pigments by modernising its. 
existing facilities and installing state-of-the- 
art equipment for drying and handling of 
.semi-finished pnxiucts. 

Meanwhile, Colour-Chcm is transferring 
Its textile dyes business to DyStar India, 
a wholly-owned subsidiary of DyStar 
GmbH for a total consideration of Rs 18.5 
crore which includes Rs 9.25 crore lor the 
unit, Rs 5..5 crore for goodwill and Rs 3.7 
crore fora non-complete undertaking. As per 
the toll manufactunng agreement, Dy.Star 
will supply the raw material and Colour- 
Chcm will process them into finished 
goods. An additional Rs 30 enire will be 
paid to Colour-Chem by DyStar India 
equivalent to the value of the book debts and 
inventories which will be transferred when 
the arrangement comes into effect from 
April 1, 1997. 


Hydroflex Equipments 

HYDROFLEX EQUIPMENTS, a Goa- 
based company engaged in the manufacture 
of hoses and hydraulic pnxiucts, has repor¬ 
ted improved results for the year 1995-95. 
The company earned a net profit of Rs 28 
lakh on a gross revenue of Rs 3.83 crore, 
representing increases of 56 per cent and 
47.3 per cent, respectively, over the previous 
year. Encouragi^ by its performance, the 
company has recommended a dividend of 10 
per cent for the year. The company is currently 
implementing an ambitious expansion-cum- 
di versification project to manufacture a wide 
range of hydraulic and fluid power products. 
It has already commenced trial production 
of some of the products. 
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COMMENTARY 


INDIAN LANGUAGES NEWSPAPERS; 6 

"Gujarati: ^Chequebook Journalism 
in Reverse...’ 

Robin Jeffrey '' 


Given that many Gujaratis are widely travelled, commercially 'active 
and prosperous people who once provided the backbone of Gandhi’s 
nationalist movement, why are their most widely read newspapers 
among the most rough-and-ready and lack the sophistication of their 
counterparts,say Belgali and Malayalam? Part of the answer lies in 
the advance of Gujarati capitalism and the changes in ownership of 
the newspapers. 

[Spreading across India after the end of the ‘emergency’ in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the. newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per-thousand people 
ratio doubled - from 15 daily newspapers per 1,000 people to 
32 per 1,000. 

Regular reading of something called 'news' both indicates and causes 
change. Expansion of competing newspapers clearly signals the vitality 
and growth of capitali.sm: newspapers have owners and owners must 
have advertisers. 

The changes of the past 20 years are obvious yet largely umstudied. 
The essays in this .series on the press in the major Indian languages 
are part of a larger project to map, analyse and try to understand the 
transformation of the Indian-language newspaper industry.] 


MORE than any other Indian language, 
Gujarati has produced a press with a 
reputation lor proilt-sccking, comer-cutting 
and raw vigour. It has two additional 
characteristics. The Gujarati press has 
experienced the benefits of having ‘its own’ 
- i e, a Gujarat - state government since 
I960. And since the 1970s, it has been part 
of perhaps the most economically dynamic 
region in India. The Gujarati press lacks 
sophistication and polish. Comparing the 
front pages of its two major dailies, Sandesh 
and Gujarat Samachar, with the major dailies 
of Kerala or West Bengal leaves an 
impression that one is looking at almost a 
different genre. Major Malayalam and 
Bengali dailies follow neat and sober tenets 
that make them look like their serious 
counterparts in Britain. The two great Gujarati 
dailies, on the other hand, are a cacophony 
in print: banner headlines, bright colour, 
small and often gory photographs. It is a 
mix that works, just as the Punjab Kesari 
formula works in Delhi, Punjab and 


Haryana. It is another example of the need 
to match international technology to local 
predilections, as The Tunes of India found 
when it tried to start a Gujarati daily of its 
own. 

Until the creation of a separate state of 
Gujarat in I960; the heart of Gujarati culture 
and politics had been divided; Mumbai was 
as much a Gujarati centre as Ahmedabad. 
Indeed, in the early 1960s, the largest Gujarati 
daily newspaper continued to be published 
in Mumbai. Bombay Samachar, founded in 
1822 and the oldest still-publishing 
newspaper in India, had a circulation of 
S 1,000 in 1962. and its Mumbai rival, 
Janmabboomi, 24,000. The two Ahmedabad 
dailies that came to dominate the Gujarati 
daily press - Gujarat Samachar and Sandesh 
- stood at45,000and 42,000.' Once the state 
of Gujarat was created, however, the focus 
of Gujarati life turned increasingly towards 
Ahm^abad and the provincial towns of 
the new state. Education and administra¬ 
tion in Gujarati also grew, and with both. 


the potential readers of publications in 
Gujarati. 

Theexperienceof Gujarat clearly illustrates 
the role of government - of a state apparatus 
- in creating the circumsiunces in which 
newspapers in a particular language will 
flourish. In the imt gciicratiun after the 
creation of Gujarat state 11961-81), the 
number of literates more than doubled (from 
6.3 million to 14.9 million) and literacy rose 
from 31 per cent of the total population to 
44 per cent. In the some period, the circulation 
of Gujarati dailies roughly trebled - from 
400,000'to 1.2 million. * 

"The Gujarati mind is always on the look- ' 
out for economic independence", explained 
a Gujarati journalist trying to characterise 
the forces shaping the expansion of Gujarati 
newspapers.^ The rapid growth of capitalist 
economic activity in Gujarat extends into 
publishing. In the 1970s and early 1980s, 
only another ‘new state’, Haryana (which 
surrounds the national capital. New Delhi), 
and Maharashtra (which means, in many 
ways, Bombay), exceeded Gujarat’s rate of 
economic grqwth - 4.5 per cent a year, a 
percentage point higher than the national 
average. In I960, Gujarat was the eighth 
most industrialised state in India; by the 
1980s, It ranked second, partly as a result 
of the industries that grew up around the 
offshore oil fields on the Gujarat coast which 
came into production from the 1970s.^ 

'The Gujarat coa.st and the hinterland’s 
products have attracted foreigners for 
centuries and have led Gujaratis to trade and 
travel. M K Gandhi him.self was a Gujarati, 
educated in Rajkot, but then a law student 
in London and a lawyer in South Africa. 
Since independence, Gujaratis have settled 
in large numbers in Britain, Canada and 
the US. where it issaid asignificant portion 
of the motel industry is run by Gujaraos.^ 
This overseas experience, an expanding 
economy and increasing numbers of 
literates helped to make the Gujarati press 
.,ecund only to Malayalam in terms of 
penetration of the population. By the early 
1990s, roughly 70 dailies were produced 
for every 1000 Kerala residents; for 
Gujarat and Gujarati, the ratio was about 
45:1000.* 

As Gandhi’s birthplace and the scene of 
the celebrated salt march of 1930, Gujarat 
generated a press even mure influenced by 
nationalist causes than elsewhere. Gandhi 
himself started the magazine Navjivtm in 
Gujarati at the time he broke into India’s 
national politics in 1919.^ Gujarat Samachar 
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aiitl Sandesh, the two great rivals, of the 
1990s, both onginated during the struggle 
against the British - Gujarat Samachar in 
1932 in the heal of Gandhi’s civil 
disobedience movement and Sandesh in 
1923. immediately alter his non-cooperation 
movement. The Bombay evening daily, 
Janmahhoomi (nati vclatid), carries under its 
masthead the slogan in Gujarati, ‘Mother 
and Motherland are greater than Heaven’.^ 
Founded in 1934, Jamnabhoomi is part of 
the .Saurashtra Trust, which publishes a 
variety of Gu laral i newspapers and magazines 
in Bombay and Gujarat.** These include one 
of the llrsl business magazines in an Indian 
language, Vyapar, founded in 1948, and 
Kiitcbmitra (friend of Kutch), a daily 
published from the town of BhuJ since 1955, 
which, the Trust claims, “Kutchhis, a large 
community of astute businessmen in 
MgmbiJi...land the] rest of India, make it a 
poinV to use... as their link with their home 
slate".** 

If many Gujaratis are widely travelled, 
commercially active and prosperous people 
who once provided the baekboncof Gandhi’s 
nationalist movement, why are their most 
widely read newspapers among the most 
nWigh-and-rcady in India? Part of an answer 
may he in the advance of Gujarati capitalism 
and the changes in ownership of the 
newspapers. Nandlal Bodiwalla, the founder 
of Sandesh, had started Ahmedabad’s first 
daily, idealistically called Swarajya (self- 
lule - independence) in the midst of the non- 
cooperation movement in 1921. The paper 
failed, but Bodiwalla tried again with 
Sandesh, a one-page evening daily priced at 
only one pic (I /192 of a rupee)'® and aiming 
to attract Ahmedabad’s large population of 
factory workers at the end of their day. He 
maintamed the low price until 1937, and at 
the same time improved production, 
converted it into a daily and created a public 
company, Sandesh, in 1943." By I960, 
circulation reached 30,000.'^ About 1963, 
the newspaper passed into the hands of a new 
owner, Chimanbhai Patel (b 1918), who had 
bcc6. according to one account, a policeman 
- on the British side - during the I940s.'-^ 
Gttyrt/uf5rt/»irt(7irt/appcarstohavcundergone 
a rather similar change of ownership about 
the same time.''* 

One account contends that deterioration 
began when the ownership passed from old- 
fashioned nationalists to post-independence 
capitalists who wanted the newspaper for 
influence and profit. The circulation of 
Sandesh grew from 30,000 in 1960to 98,000 
by 1970. It overtook and shot ahead of rival 
Gujarat Samachar by 18,000 copies.'-' The 
style of journalism that produced this rapid 


growth is not entirely clear. It may have been 
- as critics suggest - that Sandesh emphasised 
the sensational, trivial and local. But another 
aspect of profit-driven newspapers and 
capitalist owners was obviously important; 
distribution. Sandesh acquired the reputation 
for being the newspaper for people outside 
of the great city of Ahmedabad. In 1972, it 
outsold Gujarat Samachar by 7,(X)0 copies, 
in spite of selling 10,000 fewer copies in 
Ahmedabad. Well over half of Sandesh’s 
print-run sold outside the major city.'® The 
paper had built a distribution system that 
made this possible and a style of journalism 
that won readers even in smaller towns and 
the countryside. 

In Gujarat, as elsewhere, it is common to 
hear the analysis that the press has passed 
out of the hands of serious, educated people, 
who entered publishing to further the national 
Cituse, and into the hands of a younger, crassly 
middle-class generation concerned mainly 
with profit. Vir Sanghvi, who worked for 
Sandesh from 1962-91, much of. it as the 
New Delhi correspondent, dated this change 
to the 1980s; 

after I98S I found...that...circulation has 
become a prized consideration and not the 
quality of the newspaper. And my paper 
u.sed to be a very,... very serious political- 
analysis paper. Today they arc converted 
into tabloids 

The change comes from the drive to 
cxpanc] circulation and to carry the news¬ 
paper to cla.sses of people who have spending 
power but, in terms of the critics, no culture. 
They want useful news - in the case of 
Gujaratis, this often means commercial 


news- and they want entertainment and 
tttillation. 

Such interpretations frequently carry the 
suggestion tluit this is an aberration which 
could be corrected if only the sober, solid 
old editors were to return. It is plausible to ^ 
argue, however, that Gujarati newspapers 
point the direction other newspapers in India 
will take. Economic growth in Gujarat gave 
larger numbers of people the purchasing 
power to buy a paper, the capacity to educate 
children and an awareness of the value of 
information. Earlierthan elsewhere, Gujarati 
newspapers like Sandesh pushed out to meet 
that market. Larger audiences may have 
proved uncritical. They perhaps knew only 
Gujarati, and they had only a ponderous, 
government-controlled electronic media as 
an alternative source of information, it was 
cheap and easy to translate English 
newspapers and run a Gujarati daily a day 
or two behind the news; “the Gujarati reader 
is not going to... know that the .story has been 
picked up from some other newspaper’’.'.^ 
Timeliness was ncH so important as titillation. 
The two big Gujarati dailies matched each 
other in a contest for garish front pages and 
spectacular local stories. The prize was 
readership and, in turn, advertising revenue 
By 1995, they were among the largest and 
must prosperous newspapers in India. Gujarat 
Samachar sold 6,50,000 copies a day; 
Sandesh, more than 4,00,000."* 

Two other aspects of Gujarati journalism 
showed that it was rough, yet remarkably 
influential with large numbers of people. In 
short, it was not ‘backward’ or ‘behind’; 
rather, it may have been ‘advanced’ and 
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‘showing (he way’ - though not necessarily 
to a desirable destination, at least in the eyes 
of old newspaper elites. 

First, Gujarati magazines were almost 
unique. From 1950, the weekly Chitralekha 
' (circulation 1994, 287,(XX)), a hotch-potch 
of inoffensive stories and pictures, begged, 
borrowed, stole and translated, from a variety 
of publications from ail over the world, built 
up large circulations and advertising 
revenues. Its small staff made it a remarkably 
cheap operation. When the national English 
magazine India Today prepared to start a 
Gujarati edition in 1992, an internal analysis 
de.scribed Chitralekha as “part of [the] 
Gujarati hou.sehold”, a magazine whose 
management were .so cunning “that they can 
revamp, transform, rehash, rewrite, [and] 
redesign somebody [else’s] article in the 
most saleable fashion". It had. the analysis 
concluded, “at pre.seni only two reporters” 
and “not a single senior rcpoitcr on staff 
.since inception”. This was possible by 
using non-staff writers and translating 
many stories from the National Geographic. 
Stem. Paris Match and the Sunday Times of 
London. How royalties were paid was not 
clear.®* 

Chitralekha. and its rival, Ahhiyaan 
(circulation 1994; 1,01,0(X)), founded in i986, 
revealed how cheaply, and therefore 
profitably, periodicals in Indian languages 
could operate. Indeed, a regional language 
had the advantage of being able to trawl the 
world's media for stories and pictures, fairly 
confident that its readers would not have 
seen the material before and that payment 
might not be necessary. “The Gujarati prc.ss 
should honour Time and Newsweek from 
J whom they have stolen the most,” wryly 
concluded a Gujarati editor.^* To take a 
hypothetical example, it was unlikely that 
Paris Match would go to the Indian courts 
to try to extract royalties from a magazine 
in Gujarati. Indeed, it was doubtful if Paris 
Match was even aware of Gujarati, much 
less of a flourishing Gujarati publishing 
industry. Similarly, because Gujarati 
weeklies did not compete with English- 
language pubitcations, readers did not know, 
and therefore did not care, if stories were a 
tew days, weeks or even years late. In the 
information business, control is more 
important than timing. 

Second, Gujarati dailies by the 1980s 
were intricately enmeshed in the politics of 
the state. “No chief minister”, one news¬ 
paper is said to have declared, “could hold 
power for long without their support”.^^ 
This c'entrality was illustrated in two sets of 
' bloody riots in Gujarat in 1981 and 198S, 
each over the issue of 'reservation' - the 


earmarking of places in educational insti¬ 
tutions and jobs in the government for low 
castes, unable to compete on equal terms 
with higher castes. 

Between January and Apnl 1981, more 
than 20 people died in riots that began after 
postgraduate medical students protested 
against increases in the reserved quotas for 
lower-caste candidates in medical colleges. 
Scholars interpreted the events as a strug¬ 
gle between a chief minister from a less 
influential caste (Madhavsinh Solanki. a 
rajput) trying to win voters from among 
lower castes, who formed a majority of the 
population but who had not been notably 
powerful in Gujarat's politics up to that 
time.^' “The attitude of the press” in 
Ahmedabad - Gujarat Samachar, Sandesh 
and Jansaita of the Indian Express group - 
was “simply a reflection of the fact that the 
ownership...is largely with the higher 
castes”.^'* Inquiries accused the newspapers 
of “bias and dereliction”.^* Gujarat 
Samachar, forcxample, carried a talse report 
- presumably based on rumours - that 
untouchable gangs had attacked a temple in 
Ahmedabad. The denial i.s.sued by the temple 
prie.st was not publishcd.^^ Stories depicted 
low-caste students as dissipated layabouts 
and spread rumours about attacks on high- 
caste women. 

Because the newspapers would not cor¬ 
rect, clarify or discuss their stories, com¬ 
plainants had recourse to a remedy that would 
have won the heart of an 18th-ccntury London 
press owner: they had to buy an ad. Like 
sweets at the start of a meal (and no doubt 
just as toothsome to a Gujarati proprietor), 
the 'newsadvertisemenl' was said to be 
peculiarly Gujarati contribution to the 
newspaperindustry.^^ Governments, organi¬ 
sations and private citizens, unable to get 
their versions of events into the big- 
circulation dailies, sometimes bought full- 
page advertisements to get out 
“contradictions' corrections and polemical 
material about different events”. The 
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government, according lotlte Editttrs' Guild, 
“heaped ads and a gtxtd amount ol revenue 
on what it should have regarded ns oMetiding 
newspapers”. Thi.s was. the Hdmus' Guild 
concluded, "chequebook louinnlisin in 
reverse”.^* 

‘Ncwsadvcrtisements' may be interpivied 
in at least two ways. They may have shown 
collusion bet ween govemmcnl and the major 
newspapers: a way of directing government 
funds to the newspapers in retui n lor lavoui s. 
However, given that the newspapers were 
bitterly oppo.scd to the Solanki govcrnni.-nt 
at this lime, it is more likely that 
‘ncwsadvcrtisements’ indicated the iiiHiiencc 
the big dailies were already judged to have, 
particularly in Ahmedabad. No one wiih a 
point of view could afford to have it omitted 
from the newspapers. All three dailies put 
on circulation increases in January-June 19X1. 
Saiule.sh picked up 6,(XK) copies to 1,4X,(KK); 
Gujarat Srmwchar, ahoul 1,I)(X)U) 1,9.L(KH); 
and Jansaiia's two editions (Ahmedabtid 
and Rajkot), about 4.(XK)to Xb.(XK) .Solanki, 
thcchicf minister, complained that tliev sverc 
scnsationali.sing “to sell their newspapers 
because only .sensational news sells these 
days”.*® The only publication to have the 
law turned against tt wasAkrosh. the monthly 
poetry magazine (circulation pi:rhaps I ,(KX)) 
of a militant group of unlouchublcs, two ol 
whose members were charged with creatitig 
communal animosity ** 

In 1985, when new riots grew out ol another 
controversy over reset valion again under a 
Solanki government, renegade policemen 
attacked and burned the olliccs of Gu/arat 
Samachar. The newsp,i|x;r portiaycd itself 
as acrusadcr attacked by agents ol a de.s|)cratc 
govemtnent. Though noonc wanted lodelend 
the destruction ot properly that picvented the 
newspaper from publislnng foi two weeks, 
the issues behind the riots and the altar k were 
complex. They liiid begun as a protest agiiinst 
the government's announcemcni ol an 
increase ol IX [ler cent in the quota <if lobs 
set aside for lower castes; but the rioting 
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produced there. Press in India, 1963, p 205. 
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pcUytmfmeditselfintoHin^^^ respect them, but you could not forget 

conflict when Muslim shopkeepers refused them. 


to close their shops to support strikes called 
by high-caste leaders. Gu/anu Scunachar 
claimed that the police attacked it for having 
exposed police atrocities against high-caste 
demonstrators.^^ Apologist-s for the police 
claimed that the newspaper had been so 
unscrupulous in its attempts to di.scredit the 
government and police that it 

reported a naked police parade (i e, parade 
of naked women by police] which was not 
witnessed by a single squi in the area (where 
it was alleg^ to have taken place]. It carried 
photographs of “molestation of women”. But 
the fact is that the women who had posed 
os the victims were immediately identified 
by the young men of the area as women of 
easy virtue.-” 

An inquiry team from the All-India 
Newspaper- Editors' Conference (AINEC) 
reported that Gujarat Samachar had ‘slanted ’ 
stories and ‘doctored' photographs. The 
newspaper's supporters replied that the three 
members of the inquiry panel came from 
newspapers owned by Congress members of 
parliament.-^ 

By the 1980s, Gujarati newspapers were 
thought to be capable of bringing down 
state governments. It was ‘a known fact' 

- and clearly an important one - that “the 
owrier-cum-editor of Gujarat Samachar 
has a personal axe to grind against the 
Congress (I) and Madhavsinh Solanki''.^-'^ 
Solanki’s government fell in July I98S, 
and Gujarat Sainachar's circulation 
reached 2,97.000 copies, a rise of more 
than 1,00,000 in four years.Successful 
control of the press required more 
sophistication than spontaneous attacks 
by out-of-control police. 

As Gujarati dailies penetrated the state 
to a depth (about 45 copies per 1,000 
people in 1991) surpassed only in Kerala 
by Malayalam, any suggestion that 
Gujarati proprietors or journalists were 
second-class citizens had to be 
reappraised. The quality of the journalism 

- the objectivity, the curiosity, the 
originality, the design - may have been 
open to question by those whose standards 
came from the quality newspapers of 
Britain or the old-elite English dailies of 
a more sedate, vanishing India. “You can't 
deny the power of Gujarat Samachar. It 
can really change the trend...[it has] 
tremendous impact,” said the editor of the 
Gujarati edition of India Today.^^ In an 
increasingly literate and prospering 
society, the capacity of attuned news¬ 
papers to shape democratic politics was 
there for all to see. You did not have to 
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Uommunalism and Communal 
Violence, 1996 

Asghar Ali Engineer 

Although the year saw communal tensions and flare ups in several 
sensitive parts of the country, these did not result in large-scale 
violence. This was due partly to quietening of communal feelings all 
around which made it difficult for political parlies and vested interests 
to provoke and sustain communal violence. 


THERE is no doubt (hat communulism and 
communal violence began to decline 
somewhat in the post-Babri demolition 
period. There was a frenzy of communal 
violence in a number of places including 
Bombay, Surat, Ahmedabad, Kanpur. Delhi. 
Bhopal and other places after December 6, 
1992, But since (hen there have been few 
riots over the years. 

There is no doubt that communulism too 
has in a way received set-back in as much 
as communal forces receive littlccnthusia.stic 
response from the common people. Hindu 
communalists cannot dream of building up 
Ram fervour us they did during the late 1980s 
and early 1990s at least for a number of years 
to come. People suffered so intensely on that 
account, and its memory is so painful that 
people shudder to supixirt any such campaign. 
When the VHP launched Kashi and Mathuni 
temple movements in 1995 it was by and 
large ignored by the Hindus. They could not 
muster more than a few thousands for these 
movements as against more than hal fa million 
for the Ram Janmabhoomi movement. It 
shocked the VHP leaders. So far it has not 
repeated its call of launching this movement, 
though It keeps on threatening and holding 
‘dharmsansads’ hut without much success. 

Similarly, the Muslim leaders who had 
once launched the .Shah Bano movement 
aggressively and had formed (he Babri masjid 
Committee to arouse Muslim feelings arc on 
the defensive or have been marginalised. 
Tlie common people are thus able to breathe 
at least fur a while in peace. Movements and 
counter-movements had robbed Indian 
people of safety and security of their life. 
However, unless strenuous efforts arc made, 
peace may not prevail for all the time to 
come. 

The year 1996 opened with the VHP 
releasing a 40-point Hindu agenda for the 
poll. VHP president Dalmia and working 
president Ashok Singhal said at a press 
conference in Delhi on January 16.1996 that 
“their organisation will extend support to 
. any pany which incorporated majority of the 
issues raised in the agenda”. The issues 
Included the passage of new laws to hand 
over the Ayodhya site to the Ram 
Janmabhoomi Nyas, scrapping of the Place 
of Worship (Special Provisions) Act and 


Article 370 of the Constitution and banning 
cow slaughter. It also included exemption 
of Hindu religious activities from income 
tax. Dalmia .said that “we are mobilising the 
Hindu vote-bank. It is up to the political 
parties to encash this vote-bank.” Needless 
to say the BJP decided to include most of 
(he items on the VHP agenda in its Lok 
.Sabha election manifesto. There were of 
course no other takers. 

A large numbei of Muslims in Gujarat had 
joined the BJP thinking (hat this would ensure 
greater security to them - a desperate step 
indeed. This sent shock-waves in the 
Congress. Kadir Pirzada, the vice-president 
of the Gujarat Pradesh Congress Committee 
wrote a letter to Narasimha Rao saying that 
the need of the hour was to restore a sense 
of social security among (he Muslims. He 
also suggested that the Congress Party prepare 
an action plan to win the conridcnce of the 
Muslims. 

Again, it was in the beginning of 1996 that 
the Shiv Sena, after winning elections in 
Maharashtra trained its eyes on the Hindi 
belt. The co-ordinators of Madhya Pradesh, 
Rajasthan and Punjab were hopeful that the 
Shiv .Sena would certainly provide an 
alternative to the BJP in those states where 
people are eager to see and hear the party 
chief Bal Thackeray. However, this proved 
to be an empty boast as (he Sena could not 
make any headway in the subsequent Lok 
Sabha elections. Yet its efforts to carve its 
own niche in f)ie Hindi belt still continues. 

On the eve of Lok Sabha elections some 
Congress leaders like B P Maurya and 
Ghulam Nabi Azad apologised for the first 
time in late January 1996 in Bareilly. Maurya 
told the Muslims gathered in the meeting that 
the Congressmen were sorry forthc Ayodhya 
tragedy. It was for the first time that the 
Congress leaders expressed their sorrow on 
demolition of the mosque. Naturally it was 
not a genuine act as this apology came only 
on the eve of Lok Sabha election. 

The biggest event sending shock waves 
throughout the country was the dismissal of 
the Srikrishna Commission inquiring into 
the Bombay riots of December 1992. January 
1993 on January 24, 1996. It was only on 
May 6,1995 that Oopinath Munde, the home 
minister of Maharashtra, had said that (he 


.scope of the cominissinn woiikl be widcno .1 
amt that il would n<il be woiiml up. On 
May 1 .t, the Srikri.shii.t ('omimssuui' >. 
was widened to include die piobe iiiu> scnal 
bKists that rocked Homh.iy in March 1901 
This was condemned by many r/i< Twu \ 
of India, for e.xample. wioie cdiioii.illy on 
May 16.1995 that. "Widening llic coininis- 
sion’s scope of inquiry at this Mage, when 
it has already completed a signilic.ini pad 
of its investigations, can only fuither delay 
Its report, if not abort it altogether’. 

Even as secular forces wcie expressing 
(heir re.scntmcnt at the attempt to delaying 
the report by widening iis scope, the SS-BJP 
government stunned (hem by announcing 
the windingupof the commi.ssion on January 
23, 1996. It created even more lesentmciit 
among the right thinking people Tinaikar, 
a retired IAS officer, said that the 
governmcnt'sdecision was“mosi shocking”. 
Nani Palkhiwala, a ntiicd jiirisi, observed 
that Justice Srikrishna was an upright judge 
whose findings would have bei n totally 
impartial. It was unlortunaie lhal he was not. 
allowed to complete his work. At this rate, 
l>eople would lose theii faith in inquiry 
commissions and more importantly, judges 
tnay understandably be reluctant to head 
inquiry commi.ssions in luliire. Act (tiding to 
the correspondent of The A.\ian Akc "Shock 
and angci were among the immediate 
reactions to the Maharashtra government's 
decision to scrap the SiikrishnaComniission 
which was announced by ehiel miniiiter 
Manohar Joshi...Lawyers and activists 
suggested (hat the move was politically 
motivated and showed a clear disiegard for 
human rights.” Justice Suresh obsci ved “This 
.shows that the government has no respect 
for judicial inquiry tor the rule ol law nor 
any regard for human lights". 

But fortunately the Shiv Sena-BJP 
government backtracked and leinstatcd the 
commission at the end ot May, 1996 when 
(hcthenpnmcministcrAtal Behan Vajpayee 
appealed to (he government of Maharashtra 
to reinstate the coinmission. This clearly 
shows that the SS-BJP government in 
Maharashtra had no co.isisicnt policy in 
conducting an inquiry into the Bombay riots 
as it was afraid its own leaders and activists 
would be exposed for their rohr. 

In mid-February 1996 the Punjab and 
Haryana High Court observed that the penalty 
for cow slaughter must be enhanced In an 
order the court said that cow slaughter was 
a serious offence in the Indian context and 
any person convicted for it should be dealt 
with severely under the law. This observation 
was made by Justice M L Kaul while hearing 
a bail application filed by Ashraf Ali and 
Alif of Hardwar district who were arrested 
by the Yamunanagar police under section 8 
of the Prohibition of Cow Slaughter Act. 
Justice Kaul maintained that mere five-year 
imprisonment for this offence is quite in¬ 
adequate as cow slaughter has been treated 
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murder under Ranbir Pena/Code ta/lcing this way to 1 /k country he was saying falling short of 38 seats for majority 
ofJmmu and Kashmir which provided a to Pmc/iajamiya, a RSS mouthpiece. “We However, it retained its filing pencemage 
inwishrrmnt of 14years fm cow slaughter, willnotcompmmiseonAyodhya, Kashmir", of about 33per c^t. In toojt.coutdnoi 

This is despite the fact that Jammu and This he said in an interview on May 20, while attract memb^ from ot r parties to form 

Kashmir is predominantly a Muslim state, still a prime minister. “There will be no government. The stalemate continued for a 
tn mid-February 1996 ihe VHP tried to softening in our stance. Our goals are the couple of weeks and then tm centre impoxd 
rake up the issue of Gyanvapi mosque and same. The path that we adopt to achieve president's rule keeping the legislative 

appealed to Ihe Hindus to gather in large these objectives is part of our strategy.” assembly in suspen.sion. Recently the 

numbers for‘jalabhishek’ol ShrangarGori Allahabad High Court judgment declared 

on eve of Maha.shivratn falling on February Uebaq-E in States ,j,g president’s rule as illegal and the BJP 


17. However, the administration made 
elaborate arrangements for preventing any 
untoward incident and the occasion pas.sed 
off peacefully. What was interesting was that 
there was very poor response to the VHP’s 
appeal. In I99S also the VHP could not 
perform jalabhishek on the occasion of 
Mahashivralri. 

In mid-May the BJP which was the largest 
single party in the Lok Sahha after 1996 Lok 
Sabha elections (having won 161 seats along 
with Shiv Sena 15. Samata Party 8 and VHP 
3). was invited, by the president of India to 
form the government at the centre. The BJP 
formed the government with a hope that 
some regional parties would support its 
government and thus it would last out. For 
the first time in Ihe history of the Jan Sangh/ 
BJP it had come closest to fonning the 
government of its own at the centre. However, 
it failed to win over support of the regional 
parties and its government fell after lasting 
for merely 13 days. It was installed on May 
16,1996 and Vajpayee resigned on May 29. 
It was quite significant that despite the BJP’s 
assurances that it would not press for its 
Hindutva agenda it did not receive support 
from any regional party, The BJP was 
confident that the lust foa(towcr would attract 
regional parties across ideological lines. Its 
hardcore Hindutva agenda like the 
construclionof the Ram temple at Ayodhya, 
dropping Article 370 giving special status 
to Kashmir and Uniform Civil Code 
(abolishing the Muslim Personal Law) all 
were frozen to win support from regional 
parties like the DMK, Telugu Desam. 
MANAALl Congress, etc. But these parties 
remained firm and refused to deal with an 
essentially communal party. The BJP had to 
resign - the BJP became a political pariah 
on account of its communal ideology. 

But as soon as the BJP went out of power 
after 13 days it again announced that it would 
stick to its Hindutva agenda of building the 
Ram temple, etc. This shows utter 
opportunism on its part. It renounced its 
Hindutva agenda only to remain in power 
which clearly shows that it presses this agenda 
to exploit its Hindu vote hank and not on 
account of its convictions. Justifying 
dropping ot Hindutva agenda Vajpayee said 
that “We reali.se that we do not have a majority 
and we want that things should get on the 
basis of a consensus for a common minimum 
programme. We deliberately did not raise 
any issue which was controversial”. It is 
even more interesting to note that while 


The BJP faced revolt from a section of its 
members in Gujarat and its government in 
Gujarat which had two-thirds majority 
collapsed. This party split into two factions 
khajurias and hajurias (i e, tho.se who went 
to Khajurahe under the leadership of 
Shankarsingh Waghela to avoid being 
contacted by the leadership and those who 
remained in Gandhinagar, the capital of 
Gujarat). Those members who rai.sed the 
bannerof revolt in Apnl-May. 1996belonged 
to the backward castes and were led by 
Shankai'Singh Waghela. The BJPearlierhad 
an extremely narrow base among the twice 
bom upper castes and could not win elections 
with such a narrow ba.se. The BJP began to 
expand its base beyond the upper castes by 
taking the backwards and dalils among its 
members. However, it led to more complex 
problem called 'mandalisation' of BIP. The 
backwards were not prepared to accept 
secondary positions in the leadership 
hierarchy and ultimately Waghela walked 
away with many members of the backward 
caste and the BJP government fell. 
Subsequently Waghela formed the 
government with the .support of the Congress. 

It was for the first time that the BJP which 
was considered a highly disciplined party 
faced such a revolt from within its own 
ranks. However, its hardcore support still 
comes from the upper caste Hindus and its 
communal orientation has not changed much. 
The backwards and dalits have joined the 
BJP as in it they found an easy means of 
achieving political power. Earlier only (ho.se 
who subscribed to the Hindu agenda used 
to join the party. But now anyone having 
aspirations for power, backward or forward, 
is tempted to join BJP. 

In Gujarat the matters were so bad that 
some BJP members worked against other 
BJP members in (he Lok Sabha elections. 
This was rtaily a Congress culture. Another 
shocking event was the stripping of a BJP 
minister. According toa TiffiMo/Wia report, 
May 21, 1996, ‘The factional war in Ihe 
Bharatiya Janata Party inGujarat was reduced 
to a naked show of hooliganism on the streets 
of Ahmedabad...during a visit to the state by 
prime minister Atal Behari Vajpayee. A 
number of known dissidents, including a 
couple of ministers and senior party 
functionaries, were assaulted, and one of 
them even stripped, soon after a public 
reception to Vajpayee in Ahmedabad”. 

The BJP also lost UP elections in 
October 19%. It got in all about 177 scats 


is again trying to form the government with 
the support of BSP. However, Kaly an Singh, 
who comes from a backward caste, has aspira¬ 
tion to became chief minister and the BSP 
which represents dalit interests and wants to 
see Mayavati in the chief ministerial chair, 
is not ready to accept Kalyan Singh. The 
matter is now pending with the Supreme 
Court as the central government has filed an 
appeal against the Allahabad High Court 
ruling. The pace of forming government wilt 
intensify once the Supreme Court gives its 
verdict. 

The BJP had soft-pedaled its hardcore 
Hindutva agenda in the UP elections too. Of 
course the party was divided on the issue. 
Those with RSS and VHP connection were 
not happy with this strategy. 1'hc BJP, it is 
interesting to note, promised riol-frcc UP in 
its election manifesto. According to a Times 
of India report, July 29. ‘‘In a .significant shift 
I rum its Ayodhya plank, (he BJP has decider! 
to promise a ‘rioi-frec‘ Uitar Pradesh as one 
of the major poll pledges in its attempt to 
regain the most populous state". The report 
continues, ‘‘Looki ng fur issues to be projected 
during the assembly elections, the party 
strategists, however, have come to the 
realisation that its erstwhile temple plank has 
already lo.st its popular appeal. The three 
major poll promises considered by the party 
arc; a riot-free UP. .speedy development and 
transparent administration." 

It has not been easy going for the Shiv 
Sena in Maharashtra. The Shiv Sena has 
been up against many problems of its own 
creation. The Kini murder case in which 
some Shiv Sena bigwigs are allegedly invol¬ 
ved, has tarnished its image. Rnmesh Kini, 
a tenant from the Hindu Colony, Dadar, 
Bombay, died in suspicious circumstances 
in a theatre in Pune on July 23, 1996. The 
murder created great deal of conlro vesy for 
Shiv Sena. Kini's widow filed a petition in 
the Bombay High Court alleging that the 
close rclati vc of Bal Thackeray was involved 
in the murder The Supreme Court later on 
ordered a CBi inquiry which has already 
begun. 

‘The Shiv Sena is also facing serious 
problems from the social activist Anna I iazare 
who has accu.scd its ministers of corruption 
and demanded their resignation. The SS-BJP 
government is facing serious corruption 
charges and is greatly worried. The Anna 
Hazare movement began in late November 
when he went on fast against the corrupt 
practices of the Shiv Sena ministers. The 
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BAPHiitnllysuppoiledtheHazaremovenient 
and now its deputy chW minister Gopinath 
Mui^ is also under a cloud. Inititdiy the 
Hazare movement had created a riR between 
the Shiv Sena and the BJP Init with Gopinath 
Munde himself under a cloud, both may 
close ranks. The Anna Hazarc movement has 
certainly pased a great challenge for the 
saffron government at the end of 1996. 

December 6, the tragic day of demolition 
of Babri masjid, continues to be a day which 
excites passion on both sides of communal 
divide. While the communal forces want to 
celebrate it as a national day, the secular 
forces treat it as a day of national shame. 
This year it was the fourth anniversary of 
demolition of the mosque. 

On this occasion an obscure organisation 
of Muslims called Ali Sena gave a call for 
offering prayer on December 6 which also 
happened to be Friday, iU the Babri site in 
Ayodhya. Some youth started out in tempos 
and buses from Delhi but were arrested near 
the border of Ghaziabad, near Delhi, in 
Chenrui aMuslimactivistgroup.Tamil Nadu 
Munnetra Kazhagam (TM K), announced that 
it would take out a protest march to Rajbhavan 
on Decemberb and offei Friday prayer inside 
its mosque. However, heavy police bandobast 
prevent^ it Muslims in majorcities observed 
a bandh on that day in their areas. Their 
protest was by and large peaceful except for 
an incident in Hyderabad. 

The pnKessionists in Hyderabad city on 
December 6 turned violent and the police 
opened tire killing one person and injuring 
five others near Charminar - a Muslim- 
dominated area. One person was critically 
injured. The Charminar area observed bandh 
in response to the call given by Mqjlis-e- 
Ittihadul Muslim and the Majlis Bachao 
Tehrik. The Muslimorganisations had taken 
out a mammoth rally in Hyderabad after 
offering Friday prayers. 

In Parliament the BJP shed its moderate 
mask and went back to the aggressive 
Hindutva stance of the pre-Babri masjid 
demolition period. Shouting slogans, the party 
stalled the functioning of the House which 
then had to be adjourned for the day. Its 
members even shouted the slogan ‘Vande 
matram kehna hoga, jo is desh mein rehna 
hoga’ (tliose who want to live in this country 
will have to sing Vande Matram). Some of 
the BJP members even chanted ‘Jai Shri 
Ram'. Uma Bhaiti, the B.’P MP, went to the 
extent of demanding that December 6 should 
be declared a national holiday as it was a 
day of achievement for the Hindus. The 
former union minister, iagannath Mishra, on 
the other hand, underlined the need for ail 
secular-minded patties to jointly adopt a 
resolution to reconstruct the Babri masjid at 
Ayodhya and bring the minority community 
bKk into the mainstream of national life. 
Mishra describing the December 6 as a day 
of national shame demanded thataresolution 
to reconstruct Babri masjid at the same site 


in Ayodhya be placed before the pariiament 
No known Muslim organisation, however, 
demanded reconstniction of Babri masjid at 
the same site which is quite significant. 

Communal Riots 

In 1996 also we do not find any instance 
of major planned and organised communal 
riot. A few riots did occur but in almost all 
instances they were spontaneous outbursts 
of violence on a smaller scale. Also, in most 
ca.ses there was an attempt to control the 
violence speedily. 

Late December 1995 and early January 
1996 saw communal violence in Sirumugai 
in Coimbatore district of Chennai. 
Mettupalayam also witnessed violence. There 
were incidents of stone-pelting, burning of 
buses and showrooms. In Mettupalayam the 
army staged a flag march. Some 35 people 
were arrested. About seven were injured in 
these incidents, and one died earlier. 
Mettupalayam remained peaceful for a week 
and erupt^ again on January 9. According 
to The Hindu "After a lull of about a week, 
the communal embers were again kindled at 
Mettupalayam...and claimed one more life. 
With this toll in the communal clashes had 
gone up to two." A senes of stabbing incidents 
also took place in Mettupalayam and 
surrounding areas. One Hirian, a former 
president of the BJP in the town was stabbed 
in his dispensary. In retaliation one Bashir 
was waylaid and assaulted by a group of 
people. A little later another person Abdul 
Jabbar and S M Nagar were attacked. 
Abdul Jabbar died. Earlier one Karthik lost 
his life. 

Muzaffarnagar in Bihar came under 
communal tension when some people threw 
pork into a mosque in the Budh tehsil of 
Muzaffarnagar district on January 24. The 
police took one Pradipkumar and Pappu in 
custody for the mischief. But for the speedy 
action the town would have gone up in flames. 
As it was the holy month of Ramdan 
communal flare up was likely to have 
occurred. 

Santrampur in the I^nchmahal district of 
Gujarat saw communal flare up on February 
4 when some people turned on a loudspeaker 
near a place of worship and one of the group 
objected to loudspeaker being played. A 
heated exchange followed and when the 
groups clashed the police fired on them 
resultingin one person being killed and three 
injured. Earlierinstone throwing and stabbing 
incidents 12 persons were injured including 
five policemen. 

On January 29 Makrana town famous for 
its marbles in Nagaur district of Rajasthan 
witnessed communal trouble. The police fired 
to disperse the mob in which one person was 
killed and 11 others were injured. Curfew 
had to be imposed in the town. 

In Bijraul, 55 km from Meerut in UP 
Hindus and Muslims clashed on February 
23,1996 in which four houses belonging to 


the minority community were set ablaze and 
a mosque was damaged. Some other houses 
were also looted. 

Kolar in Karnataki is another sensitive 
spot which often witnesses communal 
clashes. On March 3 it erupted again after 
the deathofachildinapnvatcclinic. Stabbing 
incidents started in which five persons were 
injured. The police immediately imposed 
curfew to control the situation. 

Muslims are often accu.scd by the Shiv 
Sena supremo of celebrating victory of 
Pakistan in cricket match Ws-.\-vis India. But 
a strange thing happened on March 10 when 
some Muslims from Malauni and Dharavi 
areas of Mumbai were celebrating India's 
victory in the quarter final of world cup 
cricket tournament. Stones and Midawater 
bottles were thrown at each other. The shakha 
pramukh of Shiv Sena and two others were 
injured. The Shiv Sainiks were taking out 
victory procession when a Muslim lit a 
cracker celebrating India's victory in the 
match. The Shiv Sainiks thereupon objected 
to the Muslims celebrating and clashes 
ensued. Immediately heavy police bandobast 
was imposed. The police was also alerted in 
Bhivandi, Mumbra, etc. in Thane district 
Nine Shiv Sainiks and six Muslims were 
arrested by the police. 

On March 6 Bahraich town in UP on the 
India-Nepal border came under the spell of 
communal'violencc on the cx;casion of Holi. 
One person was killed in the clashes. 
Acco^ing to the report in The Hindu the 
incident occurred when an independent 
member of a local nagar panchayat, Raju 
Bhujwa. threw coloured water on Shahid. 
This resulted in an altercation and Bhujwa 
stabbed Shahid to death. However, the police 
acted promptly and averted a major flare up. 
Ahmedabad saw some communal clashes on 
March 13 on the question of India's defeat 
in the semi-final of the Wills world cup 
cricket match According to The Times of 
India of March 14 the trouble started at 
Dabgarhwad in Dariapiir, when a group of 
people burst fire-crackers and raised slogans 
in favour of Pakistani cnckcl team, following 
the defeat of the Indian team. This was 
strongly objected to and stone throwing 
started. The police fired four rounds and 
lobbed 12 tear gas shells for controlling the 
situation. Tension gripped Dariapur and the 
police had to take positions on rooftops for 
keeping a vigil. In Gomtipur too clashes took 
place on celebrating victory of Pakistan and 
police had to fire 18 rounds and lobbed 43 
tear gas shells. The police was on its toes 
preventing major incidents. 

On March 18 the sen.sitive area of Zeba 
Bagh in Hyderabad city witnessed communal 
tension and one person lust his life beginning 
with a trivial incident. Two youth groups 
belonging to different communities clashed 
when a scooterist abused someone. Members 
of both communities gathered in lanes and 
bylanes, hurled stones and chaos prevailed 
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in the legality. A person was stabbed who 
died before teing admitted to hospital. On 
seeing a blood soaked victim a fresh round 
of attacks began. The police immediately 
took control of the situation and prevented 
further incidents. The area looked like a 
fortress with eight platoons of police force 
stationed there. 

Tuticonn in Chennai witnessed riots and 
violence in the second week of May. The 
district administration took several 
confidence building measures including 
peace marches, etc, to bring the situation 
under control. Chief minister Katunanidhi 
rushed his ministers to Tuticorin to bring it 
back to normalcy. One person was killed in 
police firing during the disturbances. 

Moradabad in UPcameclosetoadisastrous 
situation on May 23 when the BJP women 
tried to capture the disputed land of Heut 
Muslim degree college. The police had 
imposed strict bandobast to prevent untoward 
incidents. When the BJP women did not 
disperse and pelted stones on the police, it 
had to resort to firing in which four persons 
were injured. As it was the occasion of 
Muharram and also elections the police 
declared a 'red alert' in all the sensitive areas 
of UP in addition to Moradabad. 

On the occasion of Muharram parts of 
Calcutta were enveloped i n communal trouble 
on May 29. Four areas of police thanas 
witnessed trouble. The police resorted to 
firing in which four persons died and 30 were 
injured. Indefinite curfew was clamped in 
these areas. The army also had to be called 
out. Trouble broke out when those taking out 
tazia procession did not follow the allotted 
route and suddenly changed it. The police 
refused permission from the changed route 
as it was surrounded by the Hindu dominated 
locality in a Muslim island. The authorities 
tried their best to persuade the processionist 
but in vain. The processionists attacked the 
rapid action force and the police. A mob of 
600 attacked Ekbalpur police station with 
stones, bombs and pipeguns. More than 2S 
policemen and officers were injured. In Alipur 
area also bombs were thrown. Curfew had 
to he imposed in Garden Reach, Ekbalpur, 
Watgunj and South Port areas. The death toll 
subsequently increased to six. The state home 
minister Budhadev Bhattachaijee insisted 
that trouble “was not communal”. It was law 
and order problem. The troubleerupted when 
a section of the mob sought to defy law and 
had to be dealt with a firm hand. 

Thisneighbourhood of Calcutta is infested 
with criminals. This area had witnessed 
trouble on the Holi day in 1984 when the 
deputy commissioner (port) V K Mehta and 
his bodyguard were set upon by hundreds 
of criminals and were murdered. This 
underworld area of Calcutta, dominated by 
Muslims, was set on fire again in December 
1992, when communal riots broke out in the 
aftermath of demolition of the shrine in 
Ayodhya. The mafia fights from the Calcutta 


port’s yards and the elaborate smuggling 
network have made the police, politicians 
and criminals laws unto themselves. 

On May 30 Darbhanga town in Bihar also 
experienced violence on the occasion of 
Muharram tazia procession. Two persons 
died in the group clashes in the Urdu market 
area of the town. However, the police denied 
that the clash was relatexl with the tazia 
procession. It described it as settling the 
personal score. The trouble also erupted in 
Kahalgaon under Bhagalpur district and in 
Jogbani Araria and Musri Garhara in 
Samastipur in Bihar during Muharram 
procession on May 29 but was controlled by 
the prompt police action. 

In Maharashtra Shrivardhan in Raigad 
district saw communal clashes on June 7 in 
which 12 persons were hurt. The fight broke 
out aftei scuftlc between some Hindu and 
Muslim youths. A motorcycle was destroyed 
and a hotel-cuin-bar was damaged. 'The 
trouble was brought under control but two 
police platoons were posted as a precautionary 
mca.sure. 

Dehradun in UP came under communal 
trouble on June 17 on the question of cow 
slaughter. There was large-scale arson in 
Majra area. A mob attacked the police injuring 
at least 17 policemen. The police arrested 
two persons for cow slaughter and 37 persons 
for attacking the police. Anil Jain, divisional 
president of Shiv Sena, and four others were 
arrested for setting ablaze 54 hutments. 

During the Ganesh festival in September 
last week several places saw communal 
violence. In the Bhensa sub-division of 
Adilabad district in Andhra Pradesh one 
person was killed on September 23 at the 
time of Ganesh ‘visaijan’ and nine were 
injured. The police had to open fire when 
the mob frenzy could not be controlled by 
lathi charge. The mob set 14 shops to fire 
completely destroying them. The trouble 
erupted when some Muslim youth threw 
stones on the Ganesh procession passing 
through an area where a mosque was situated. 
The stones were thrown as the procession 
disturbed the prayer and did not pass through 
quickly. The processionists went berserk and 
looted nearby shops and set them to fire. One 
person was stabbed to death by the mob. 

Pen and funnarin Maharashtra also erapted 
on September 26. In Pen in Raigarh district 
the Ganesh procession stopped before a 
mosque and the processionists continued to 
throw ‘gulal’ (red vermilIion)on the mosque 
and refused to move. All police efforts to 
persuade them failed and police opened fire 
in which four processionists were killed. 
Later on the trouble spread to nearby village 
Antorabunder where two Muslims were 
stabbed and some Muslim houses, a dargah 
and a mosque were damaged. Pen which has 
only a small Muslim population of l,(X)0 
among 50,000 Hindus had not experienced 
any communal trouble before. The Hindu- 
Muslim relations in the town were generally 


conHai. The trouble was mainly caused by 
the Ganesh processionists who were drunk. 
In Junnar also the trouble started when the 
Ganesh procession stopped before a mosque 
and the processionists threw gulal. Some 
people were injured in stone throwing but 
unlike in Pen no one was killed in communal 
trouble in Junnar. 

Lucknow city which also has no history 
of communal violence came under its spell 
on September 27. The trouble started when 
a mandir was sought to be constructed 
adjacent to an old mosque in the old city in 
a narrow lane. This happened on the eve of 
elections in UP Laiji Tondon of the BJP is 
alleged to have played role in causing 
communal trouble to polarise the Hindu votes 
in his favour. There are 60 per cent Hindu 
voters and 40 per cent Mu.slim voters in this 
constituency. The police fired to control the 
situation in which one Muslim woman aged 
47 was severely injured. She was hit when 
she was looking from her balcony. The 
Muslims complained that out of .563 persons 
arrested 99 per cent were Muslims though 
many of them were released within few days. 

Kolar, in Karnataka, is communally very 
sensitive. Itexpericnccd communal violence 
again in MulbagnI, near Kolar. Tlie trouble 
started when a piece of pork was thrown 
inside a mosque. It followed violent 
demonstrations and clashes. The police 
opened fire to quell the riotous mob killing 
three persons and injuring 20 others on 
December 14. Thctroubiccame undercontrol 
but curfew continued foi a couple of days. 

Communal trouble shot up in Dhar in MP 
on the occasion of ‘urs’ of a local saint on 
December 13. Stone pelting was reported 
from different localities in Dhar. An incident 
of arson also was reported. Mure than 80 
persons have been arrested by the police. 
During searches a large quantity of swords 
and knives were recovered from sensitive 
areas. Rapid action force and special armed 
force of the police kept round the clock vigil. 
Some incidents of burning of roadside stalls, 
however, continued until December 15. 

From the above account of riots it will be 
seen that: (1) All these riots were mostly 
unplanned, unorganised spontaneous out¬ 
bursts of communal violence; (2) most of 
them were brought under control speedily; 
(3) the police role was qualitatively better 
and (4) Rapid action force or army units 
were immediately applied and (5) die loss 
of life was under 10. mostly below five. 
Also, the number of riots have come down 
drastically in the post-Babri period. Before 
the Babri demolition it was said a riot a day 
takes place in India. But since 1993 this 
position has drastically changed. Also, in the 
riots which have taken place in 1996 one 
does not see the hand of any political party 
in provoking them. The.se riots are result of 
some local incidents. Organising riots does 
not seem to be a paying proposition at least 
for the present. 
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Narayan Megh^ji Lokhande 

The Father of Tr^dt Union Movement in India 

'Ikalini Pandit 


Narayan Meghaji Lokhande who pioneered the labour movement in 
India will be remembered not only for ameliorating the working 
conditions of textile mill-hands in the 19th century but also for his 
courageous initiatives on caste and communal issues. 


NARAYAN MEGHAJI LOKHANDE 
can be called the father of the trade union 
movement in India. Working for some time 
as a store keeper in a Bombay textile mill, 
he gathered flrst hand knowledge of the 
working conditions in the factories and the 
problems faced by the labourers. He edited 
the first labour weekly Deenbmdhu (The 
friend of the oppressed) from 1880 to the 
^end of his life in 1897. He founded the first 
trade union in India - The Bombay Mill 
Hands Association (BMHA) - in 1884 and 
was its president. As editor of Deenbmdhu, 
he was invited to depose before the factory 
commission appointed by the Bombay 
government in 1884. When the government 
of India appointed the factory commission 
in 1890Lokhande was appointed an associate 
member of the commission for the Bombay 
presidency, and he brought many men and 
women from the working class to give 
evidence before the commission. 

However. Lokhande is not known to the 
present-day trade union leaders in India. The 
Satyashodhak movement, to which he 
belonged, declined slowly after the first 
world war and the next generation of 
h labour leaders joined the movement to further 
the nationalist or socialist causes. They 
belonged to the upper castes and had little 
knowledge about the Satyashodhaks. A 
small biography of Lokhande was published 
some years after his death, but it is not easily 
available. A new biography written by 
Manohar Kadam in Marathi gives a good 
account of the life and work of this great 
labour leader. 

Background 

Lokhande was bom in a poor family from 
the phulmall caste, in Thane near Bombay 
in 1848. The phulmalis produced flowers, 
fruit and vegetables for the urban market and 
so lived mostly on the periphery of the towns. 
Being closer to the towns, they were the first 
amongst the non-brahmin castes to receive 
western education. Most ofthe leaders of the 
, struggle against brahmin domination in 
Maharashtra in the I9th century, such as 
Phule, Bhalekar, Lokhande, belonged to 
this caste. 


The brahmins in the past were at the top 
of the Hindu caste hierarchy. They had a 
monopoly of learning, worked as priests, and 
being the only literate caste, except the 
kayasthas, were absorbed in the bureaucracy 
of the period. They were also the first to take 
to western education and became teachers, 
clerks and officers under the British 
administration. 

Theprotestant missionaries who came with 
the British opened free schools and hospitals 
for the poor and the backward. Tliough the 
government schools were open to all castes, 
the brahmin teachers who manned most of 
these discouraged lower castes from taking 
education. On the other hand, the missionaries 
welcomed them with open arms. Unlike the 
Jesuit and other Catholic sects, the Protestants 
who came to India, not only propagated their 
own religion, but also attacked ‘sati’, 
infanticide, child marriage, caste inequality, 
untouchability and other evils of the Hindu 
society. Their emphasis on the service of the 
poor as a met hod of worshippi ng god appealed 
to many righteous persons. Phule ai^ other 
leaders of the anti-caste movement were 
influenced by the missionaries, and Phule at 
one time was even thinking of getting 
converted to Christianity. However, some 
educated people from Bombay, with a desire 
to repel the attack of the missionaries on 
Hinduism, brought into India the books of 
rationalist thinkers such as Tom Paine. 
Paine in his book The Age of Reason had 
attacked the superstitions of the Christian 
religion. Paine's revolutionary teachings 
had deepimpact on Phule, and Phuledecided 
to work for a social revolution within 
Hindu society. 

Phule made a frontal attack on the caste 
system. He asserted that at one time this 
country was ruled by King Bali who came 
from the common people. Society was 
organised on the principle of equality and 
there were no caste distinctions. The Aryans 
who came to India from outside subjugated 
the indigenous people, and to prevent them 
from combining against the new rulers, 
divided them into different castes. The 
strongest opponents of Aryans were 
declared 'untouchables*. The brahmins ate 
the descendants of the Aryans. Under 


British rule, Phule said, the shudras and the 
ati-shudras had an opportunity to over¬ 
throw the yoke of brahmin domination. 
They should liberate themselves from the 
age-old traditions and superstitions and 
unitedly fight for their religious and stKial 
rights. 

With this end in view, Phule established 
the Satyashodhak Samaj in 1873. He 
encouraged the non-brahmtn castes to 
perform religious rituals without intervention 
of brahmin priests. Phule was the first Indian, 
besides the missionary groups, to open 
schools for women and untouchables, and 
urged the British government to introduce 
compulsory primary education in rural areas 
to improve the lot of the farmers. 

In 1874 the Phulmalis of Bombay invited 
Phule to deliver a few lectures. By that time 
Lokhande had completed his schooling and 
was working as a store-keeper in a textile 
mill in Bombay. He was impressed by Phule’s 
teachings and became an active member of 
the Satyashodhak Samaj. Bhalekar, a co¬ 
worker of Phule, started Deenbmdhu in Pune 
in 1877. He published it at great personal 
loss and ultimately had to di.scontinue it after 
two years due to shortage of funds. In 1880 
the paper was brought to Bombay. Lokhande 
gave up his job to work to edit the paper. 
With help of his Telugu mail triends, who 
were builders and contractors, Lokhande 
published Deenbandhu without interruption 
till his death in the epidemic of plague in 
1897. 

Textilf. Mills 

In the 17th and 18th centuries India was 
famous in the western world for its fine 
textiles. The East India Company made a 
large profit by buying cloth in India and 
selling it in Europe. This protii was the 
source of primitive capital accumulation 
for the industrial revolution in the UK. With 
the application of science to industry, the 
cost of production of cloth in England 
came down and the competition of cheap 
machine-made goods from the UK led to 
the de-industrialisation of India in the 
19th century. 

The first textile mill using the modem 
technique was established in Bombay in 
1854. However, due to competition from 
Manchester, the growth of textile industry 
was slow. Cotton supplied to mills in England 
came mainly from the southern states of the 
US where cotton was produced with slave 
labour. There was a civil war in the US 
(1862-65) between the northern and the 
southern states over the question of slavery 
and tariff. During the war period the export 
of cotton from the southern states practically 
came toa standstill and led to a cotton famine 
in Manchester. The cotton price increased 
phenomenally and gave the Indian farmer an 
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incentive to produce cotton for export. The 
government of India also encouraged farmers 
to produce cotton. Railway.s, joining 
hinterlands of Maharashtra to the port of 
Bombay, were being laid down in the same 
period. Many farmers, to take advantage of 
higher prices, increased the area under cotton 
cultivation by mortgaging their lands to 
moneylenders. However, when peace was 
restored in the US, cotton exports from the 
US recovered, and the glut in supply led to 
a fall in international prices. The farmers 
whose income came down substantially with 
the fall in prices could not repay their loans, 
and their lands were attached by the 
moneylenders. This led to the Deccan riots 
of 1874-75. 

The depression was followed by another 
calamity, the great famine of 1877-78 in 
which about six lakh people died in the 
wholeof India. Impoverishment led to large- 
scale migration of peasants from rural to 
urban areas in search of work at any wage, 
nfhe fall in the cotton price and the avail¬ 
ability of cheap labour led to the growth 
of textile industry. Textile mills in Bombay 
increased from 10 in 1879 to 71 in 1896, 
and the number of workers from 8,553 
to 78,455. 

In addition to men, women and children 
were also employed in the factories. 
According to the 1881 Census, 23 per cent 
ot the labour force consisted of women and 
22.76 per cent of children below 15 years. 
In ab.scncc of electricity mills functioned 
from sunrise to .sunset. Naturally, the 
working hours varied from 10-12 in winter 
to about 13-14 in summer. As the opening 
time was not fixed, the workers flocked at 
dawn, while some slept outside the mill gate 
to avoid being late. A recess of half an hour 
was supposed to be given to the workers for 
their meals, but it was not at a fixed time 
and the work stopped only for IS to 20 
minutes. In some factories the machines 
operated ceaselessly and the workers had to 
take their food while at work. Everyday a 
large number of people came to the mills 
asking for work. A few were given work, 
but the rest continued to linger there. The 
mills did not provide proper sanitation 
facilities and the workers had to go a long 
di.stance for toilet. 

Since the machinery was in use con¬ 
tinuously, the temperature in the factory 
building remained as high as90-100degrees 
Fahrenheit. This affected the health of the 
workers. An average worker could not work 
for more than 5-6 years (Factory Commission 
Report, 1890, pp 22-25). The factories 
worked for all week days and remained 
closed during some Hindu festivals. Workers 
were not allowed any rest. Even on holidays 
workers had to come to clean the machines, 
work half-a-day, but were given no 
compensation. 


Those who remained absent without 
permission for a day had to pay a fine 
equivalent to one day’s wage. The perma¬ 
nent labourers were paid on monthly 
basis, but they received their salary at the 
end of the next month. 'This helped the 
management to deduct a fine in case the 
output was less or of bad quality or the 
woilcer changed the Job without giving notice 
[Morris 1965: III]. 

The growth of cotton textile industry in 
India perturbed the British textile manu¬ 
facturers. In 1874 they demanded an act 
protecting female and child labourers 
working for long hours in unhygienic 
conditions in Indian factories. The British 
labour was protected by the factory acts 
since 1818. The absence of such acts in 
India, the British mill owners tielt, by keeping 
the manufacturing costs low, resulted in an 
unfair competition to their goods. The 
Bombay government in its correspondence 
with the home department admitted the 
necessity of such an act. 'The mill owners 
of Bombay reacted to this demand by 
forming a Mill Owners Association with the 
object of opposing any such interference. 
However, despite the opposition of mill 
owners, the first factory act was .passed 
in 1881. 

The act was applicable to factories working 
for mote than four months in a year and 
employing more than 100 labourers. It 
stipulated that no child below seven years 
should be employed in the factory. Children 
between 7 and 12 years should not be made 
to work for more than nine hours a day. 
Moreiwer, they sliould be given a break of 
one hour. They must be given a holiday once 
a week. No effort was made to protect the 
adult mill worker [R K Das, Labour 
Movement in India], This act was criticised 
by many people interested in the welfare of 
the workers and the Bombay government 
appointed a factory commission in 1884 to 
look into the deficiencies of the act and make 
recommendations. 

Bombay Mill-Hands Association 

The appointment of the commission gave 
the factory workers an opportunity to put 
their grievances before the government. 
Lokhande and his associates formed the 
Bombay Mill-hands Association and on 
behalf c s the association organised a meeting 
of mill woricers in Pare! on September 23, 

1884. ’This was the first meeting of industrial 
workers in Bombay’s history. In a resolution 
adopted at the meeting thefollowing demands 
were made: 

(1) One complete day of rest every Sunday 
for all mill-hands. 

(2) Half an hour rest at noon on every 
working day. 


(3) Hours of work from 6:30 am to sunset. 

(4) Paymentofwagesbemadenotlatet thaa 

I5tb of the next month. 

(5) A workman sustaining serious injury 
in the course of work at the mill, di.s- 
abling him for some time, shoulk^ 
receive full wages until he recovers, 
and in case of being maimed for life, 
suitable provisions be made for his 
livelihood. 

As president of the association, Lokhande 
forwarded the petition to the government 
[Kadam 1995: 81]. 

Though the workers were getting conscious 
of their rights, the mill owners remained 
adamant. They were oppo.sed to the weekly 
holiday and other demands of the workers. 
In 1889 on the pretext that the demand for 
cloth had decreased due to the slump in the 
economy, the mill owners association passed 
a resolution asking their members to keep 
the mills closed tor two days in a week. The 
mill-hands association .started an agitation 
against this compulsory closing down of tiv? 
mills for eight days in a month. A meeting 
was organised on the Race Course at 
Mahalaxmi on April 24, 1890 which was 
attended by nearly 10,000 workers. The mill 
owners had to give in under this pressure. 
’The mill owners association held a meeting 
on June 10,1890 and informed that though 
the former resolution could not be repudiated, 
after the expiry of three months, the mill.s 
would be closed on every Sunday. 'The 
acceptance of the right to a weekly holiday 
by the mill owners association on June 10. 
1890 was the first victory of the labour 
movement. 

The first international labour conference 
held in Berlin in 1890 recommended 
measures for the amelioration of the condi - 
tion of child and female labour in factories. 
Taking advantage of this the British factory 
owners pressurised the government of 
India to pass another labour law. The 
government of India under this pressure ap¬ 
pointed a factory commi.ssion in September 
1890 under Lethbridge to study the condi¬ 
tions of labour in Indian factories and make 
recommendations. Sorabji Bengalee was one 
of the members of the commis.sion and 
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LokhandB was appointed as an associate 
member for the Bombay presidency. A new 
factory act based on their recommendations 
was passed in 1891. 

The act recommended measures for 
jienlilation and sanitation in the factories. 
Employment of children below nine was 
prohibited. Working hours for children 
aged 9-14 were fixed at nine and for women 
at 11. Women and children should get four 
holidays per month. The act was applicable 
to all factories employing more than 10 
females and children, and it was stipulated 
that Marathi translations of the clauses 
should be printed and displayed at prominent 
places in the factory [R K Das, Labour 
Movement in India: 54]. 

Hindu-Muslim Riot of 1893 

The first Hindu-Muslim riot occurred in 
Bombay on August 11, 1893 as a reaction 
against a riot at Prabhaspattam in Saurashtra. 
It continued tor a week. Eighty people died 
^nd about 700 were injured in the riot and 
property worth crorcs of rupees was 
destroyed. 

After the riots there was a feeling of 
insecurity amongst the workers who feared 
that their family members might be attacked 
when they were not at home. The absenteeism 
of the workers led to the closing down of 
15 textile mills. In the aftermath of the riots 
thousands of people left Bombay and went 
back to their villages. At the initiative of the 
police commissioner Vincent, Lokhande and 
other activists of the Satyashodhak Samaj 
went to the labour areas and restored 
confidence. After the riots a Maratha Relief 
As.sociation was formed to help the riot- 
affected people and appeal was made through 
pages of Deenhandhu for donations. 
Xokhande played a leading role in the 
collection and distribution of aid to riot- 
affected people of both communities 
(Deenhandhu, April 5, 1893). 

In September 1893 a meeting of prominent 
citizens of both Hindu and Muslim 
communities was organised in the Mali 
community hall at Byculla. A committee, 
with Lokimnde and Vandekar as honorary 
secretaries, was formed to take measures to 
bring the two communities together. A unity 
festival (‘Ekya Mela’) was organised in the 
Byculla zoo. The BMHA and ihe Maratha 
Ekyachee Sabha publicised it in different 
areas. Cultural events such as songs and 
dances and ‘tamashas’ were held throughout 
the day and a public meeting took place in 
the evening. About 60,000 people attended 
the event (Deenhandhu, Octoixr 8, 1893). 
In 1895 the government honoured Lokhande 
by awarding him the title 'Raobahadur' for 
this work during riot relief. 

Deenhandhu was the inouth|Mece of the 
Satyashodhak movement in M^arashtra. It 


stood against casteist and patriarchal values 
and preached equality of all men and women. 
The Satyashodhaks were against 
intermediaries in all spheres of life. A large 
percentage of these intermediaries being 
brahmins, it was natural that a continuous 
wordy duel should be engaged between upper 
caste Marathi newspapers such as 
Nihandhamala and Kesari on one side and 
Deenhandhu on the other, over questions of 
social reform. 

Lokamany a Ti lak, editor of Kesari, was 
emerging aBer 1885 as the leader of the 
extremist section in the Indian National 
Congress. He was the first Congress leader 
to realise that public opinion is a force 
which can be used to pressurise the British 
government and make them concede the 
demands of the nationalists. However. 
Tilak was against social reform. He 
defended the ‘Chaturvarnya’, and declared 
that the Greek and Roman civilisations 
declined, but the Indian civilisation has 
continued unbroken for many centuries 
because of the caste system. The upper 
caste social reformers such as Mahadev 
Govind Ranade and Agarkar were trying 
to improve the conditions of women. They 
opposed cruel customs like the tonsure of 
widows and child marriage, and worked 
for widow remarriage and female 
education. Tilak wa.s against such reforms, 
and opposed the Age of Con.scnt Bill on 
the grounds that the bill would interfere 
with the religion of the Hindus and increase 
the power of the foreign government. 
Lokhande. on the other hand, not only 
supported these reforms but urged 
members of the barber community to 
organise them.sel ves with a view to boycott 
the tonsuring of brahmin widows 
(Deenhandhu, February 23, 1890). 

When the factory act was passed in 1891, 
Kesarfs comment was, “the Factory Act 
which was passed last year for defining the 
hours of work for labourers in the factory 
is of the same type. The principle underlying 
the Act, like that of the Age of Consent Act. 
has come directly 'from the west. Wherever 
it might have come from, the loss we have 
suffered from it and will suffer in the future 
will not be made good any time” (Kasari, 
January 12, 1892). 

During the 1893 riots in Bombay, a 
meeting of Hindus was held in Pune. Tilak, 
speaking at this meeting, held the Muslims 
responsible for the riots and also blamed 
the British government for indirectly en¬ 
couraging the Muslims. He advised his 
followers to retaliate whenever the other 
community attacked them. Lokhande. 
however, held both communities equally 
responsible for the riots and made efforts for 
their reconciliation. 

The Indian Social Conference, organised 
under the leadership of Ranade. was held for 


many years in the pandal of the Indian 
National Congress. Many Congress leaders 
participated in it. In 1895, however, when 
the Congress session wa.s to he held in Pune 
Tilak’s followers threatened to bum down 
the pandal if the social conference wa.s 
allowed to be held in the same pandal Tlic 
conference had to be .shifted to a diffeicni 
venue. The movement lor polilicai relorm 
was thus separated from that of .social relomi. 
and the non-brahmin masses remained away 
from the National Congress during Tilak's 
leadership. 

Founders of the CommuniM Party of 
India such as S A Dange came from a 
nationalist background. They were in¬ 
fluenced by Tilak's extremist nationa¬ 
lism. After the first world warTilak went 
to England to fight a case against Chiroi 
who had attacked him in his book. The 
Indian Unrest. There he came in coniaci 
with the leaders of Ihe British Labour 
Party and recognised that the working 
class has a potential to he a great political 
force. Returning to India. Tilak began to 
take interest in labour problems. The 
communists arc impressed by his 
sympathy tor labour and showed great 
respect for him. However, they were, .ind 
remain even now. completely igiioruni ol 
Lokhande’s work who was not only a 
trade union Ic.idcr bui also a social 
reformer working for social justice and 
communal harmony. 

Exactly 100 years after the first riots in 
1893, there were riots in Bombay in 199.1. 
The riot of January 1993 was actually a 
pogrom against Muslims let loose by the 
Hindu communal parties. But no trade 
unions came forward to stop the not or 
to render solace to the not victims. This 
complete indifference lo caste and 
communal problems has isolated the 
leftists from the common people in 
Maharashtra and is the main ciiu.se of their 
weakness. The united Lett Front could 
not capture a single seat in Maharashtia 
in the 1996 parliamentary elections is a 
proof of the complete tailure ul leftist 
politics. It would be a genuine tribute to 
Lokhande on hi« de.ith centenary on 
February 14, 1997 if the leltist take 
inspiration from him and take a firm stand 
nO' only against economic exploitation 
but also against social injustice and 
religious fanaticism. 
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Resisting Terrorism 
Karachi Teachers’ Struggle 

Riaz Ahmed 

The struggle of teachers and students of the University of Karachi 
against the violence meted out by state forces stationed on the campus 
ostensibly as part of the campaign to quell the Mohajir Quami 
Movement in Karachi is particularly noteworthy in a political context 
where personalities rather than parties dominate. 


HAD it not been the articleof Ian Ken(EPW, 
July 20, 1996) we would not have had the 
motivation of writing our experience at the 
University of Karachi, Pakistan. Inspiration 
certainly is the engine of the struggle. In 
many senses our struggle at the U of K has 
been similar to that of Kerr's University of 
Manitoba. Indeed, as Kerr says “ the 
description of a context that, suitably 
modified, fits the situation faced by your 
[reader’s) university”, the description fits 
that at the U of K and .so is the “attack on 
public sector institutions and employees”. 

Mobilisation in any struggle requires a 
spark if the surrounding environment has 
been passive and workers demoralised. At 
the same time, the general crisis of a state 
is also reflected in the lower strata with 
instability all over and the dispensers of 
powerinflicting massive attack and retreating 
similarly when resisted. It is quite amazing 
to note that our struggle, which resulted in 
the removal of the U of K VC and reversal 
of many of anti-people decisions, was not 
ignited by a major anti-student/staff action 
even though atrocities had reached such an 
extent that there were officially run torture 
cells at the U of K campus. On the contrary, 
the administrative actions created terror and 
fear - the purpose for which torture was 
resorted to. But what made people move 
for change was a relatively small incident, 
though atrocious, of the beating of a girl 
student by the university's Campus Security 
Service (CSS). The security service was 
formed in August 1995 with the aim of 
replacing the paramilitaries posted at the 
campus since 1990. 

Protest Demonstration 

Working in a university located in one of 
the poorest countries of the third world, the 
idea of teachers joining hands with students 
and staff and bringing out a procession against 
the administration always seemed a dream. 
But the dream became reality on September 
S, 1996 when the Karachi University 
Teacher's Society (KUTS), the representative 
body of SOS teachers, called for a protest 
walk. The walk, which later turned out to 


be a procession of nearly 700 students, 
teachers and staff, was to protest against the 
beating of the girl student Bela Nawaz at the 
hands of an inspector of the CSS. 

The procession of students joining teachers 
at the staff club was a rare sight: teachers 
and students comi ng together to express their 
anger. The first of its kind in the history of 
U of K, the procession passed through the 
bus terminal where paramilitary forces, the 
Rangers (installed at the campus since 1990), 
were blocking the roads, pointing their guns 
from the rooftops of their pickups. Protesters 
passed through the cordon of Rangers, not 
quietly but shouting slogans demanding 
disbandment of the CSS. Holding placards 
demanding an end to harassment and removal 
of the U of K VC, the demonstration marched 
to the administration block and dispersed 
after raising slogans against the 
administration. 

For other universities, in the third world 
or where students are active, it may be a 
common .sight but for the U of K people it 
was the first demonstration, of either students 
or staff, after a lap.se of two years. More so 
the presence of the university teachers, who 
until now considered themselves to be a 
sacred sect let alone demonstrate for a right 
and more so with students, was a major event 
in university history. 

Way back in 1968 students had protested 
throughout the country with the teachers 
bringing out a procession, and that time 
again initially against a VC, denouncing the 
regime and the administration together. The 
day after the event the city governor, who 
until then had kept a murderous silence on 
the issues of the torture cell run by the CSS 
at the campus, reacted and an inquiry was 
initiated into what was later known as the 
Bela Nat^az incident. Within a month the 
inquiiy commission found the inspector and 
the chief of the CSS guilty of exercising 
power beyond their juri.sdiction and asked 
for their removal. A month later, and not 
before teachers protested for the second time, 
the CSS was disbanded and the VC, among 
many in the administration, was removed. 

Soon after the Bela-Nawaz-walk another 
protest (temonstration was organised by the 


KUTS. If the first was an expression against 
humiliation, the second was yet another step 
forward for the right of freedom of expression. 
The teachers were gaining confidence while 
the administration conceding and showing 
signs of desperation and weakness. Th^ 
second demonstration was organised when"' 
an associate professor of the international 
relations department, Moonis Ahmer, was 
suspended by the VC for writing an article 
in a local newspaper. The VC charged that 
the article incit^ the people into supporting 
adictatorship that is to annul the constitution 
for the next 10 years. Ahmer denied this 
accusation saying that the article only 
discussed the political possibilities for the 
Pakistani crises and did not advocate any of 
the options. Nonetheless he was suspended 
without following the university rules and 
was barred from entering the university. 
Again the KUT.S protested, an executive 
council meeting was called, the .suspension 
condemned and the right of freedom of speech 
demanded. 

Even though the dilly-dallying of they 
society leaders delayed the protest for two 
weeks, and thus weakened its impact, still 
teachers marched against the suspension of 
Ahmer and show cause notices to other 
colleagues who were targeted for writing in 
the newspapers about the torture cell and the 
behavior of the CSS. Within days other 
academic bodies began to support Ahmer. 
The administration was forced to withdraw 
Ahmer’s suspension. Speaking to a highly 
charged audience that gathered at the varsity 
staff club at a meeting called by KUTS, 
Ahmer vowed that the restoration was just 
a battle won in a war that is still continuing, 
indeed he was right as within days, with the 
announcement of the K UTS annual elections, 
another battle started. The varsity 
administration used all means to defeat the' 
group of teachers who were against torture. 
But as they say; the writing was on the wall. 

The varsity administration supporting a 
small group of opportunists soon faced 
humiliation. The KUTS elections were held 
on October 31 and all the posts plus 12 out 
of the IS executive council seats were won 
by the group opposing the administration. 

It was the first time in the history of KUTS 
that an entire panel of a group made a clean 
sweep. Out of the SOS teachers 481 came to 
vote. Their vote turned out to be a referendum 
against the varsity administration. The VC 
was removed from office on November 7. 

It was unbelievable. The impossible was 
possible - a VC was removed as a result of 
the struggle of the teachers and its 
representatives. Of course, the vital ingredient 
of campus movements - the organised 
sections of students - were missing in forcing 
a change. ^ 

The teachers, struggle thus translated 
actions into results but that is not to say that 
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both the teachers and their representatives 
in KUTS were always clear and eager to 
protest oppression. In fact most of the time 
the movement went ‘two steps forward and 
one step backward*. Like for example the 
KUTS leaders were always uneasy at the 
idea of a general body meeting, the vital 
ingredient for mobilisation, that never took 
place because of the leaders’ fear that the 
members would not turn up for such a 
gathering. The fear was nonetheless not 
completely unfounded. The administration 
in the past year had never allowed a general 
body meeting at any of the 32 ctepartments 
of Ae university. 

On July 21,1 W6 an a.s$istant professor of 
mathematics was picked up by the CSS, kept 
in detention for four hours and one of the 
non-teaching employees working on daily 
wages was given electric shocks (by battery 
operated electric shockers purchased by the 
administration via newspaper tender notice!). 
However, there were was no explosion of 
anger at this dastardly act. Instead, the 
teachers only managed a protest meeting 
though disallowed by the administration. At 
the lawns of the staff club nearly a hundred 
teachers attended. The incident was indeed 
shocking, but teacher's anger was never 
representative - 100 out of the strength of 
S()0 is indeed a small number. Hence, the 
reluctance of the leadership to call a meeting. 
But the point that was missed by the KUTS 
was that the small numbers were due to the 
harsh and intimidatory policies of the 
administration. The discontent however 
.suddenly became large when the Bcla-Nawaz 
incident occurred. 

PoLiTiCAi. Unrest in Karachi 

The whole exercise, that is, (I) the harsh 
attitude ol the VC and the administration, 

(2) the need and constitution of the CSS, 
purchase of torture equipment, illegal arrest 
and torture by the security at the campus, 

(3) the initial response of apathy and inaction 
of both the teachers and their representa¬ 
tives, (4) the slow build-up of popular anger 
but not strong enough to express itself, 

(5) the political situation particularly in the 
city of Karachi and generally in Pakistan. 

(6) the change in environment and the 
sudden outburst of teacher’s anger, and 

(7) the removal of the VC after their suppor¬ 
ters lost elections demands a thorough 
analysis.' 

Of course any government in its senses 
will not think of, let alone tolerate for a whole 
three months, a torture cell maintained by 
a university administration. But the govern¬ 
ment of that time (under the premiership of 
Benazir Bhutto) ignored the hue and cry that 
was rtused after the revelation of detention 
and torture at the hands of the CSS. The press 
published the saga with emphasis on the 


tender notice that was given in newspapers 
(on October 12, 1995) for (nirchasing the 
electric shockers. 

But the beating up of students, torture of 
non-teaching staff, arrest of teachers by the 
CSS and the collective suppression of 
freedom of speech at the campus was just 
areflectionof what was happening in Karachi 
in particular and the country in general. 
During 1995 the numbers of extra-judicial 
killings, injury and disappearance ran into 
tens of thousands as the state fought an 
unending urban war with the Mohajir Quami 
Movement (MQM) the nationalist-cum- 
fascist movement fighting foi the right.s of 
the Urdu speaking migrants from India. The 
MQM was established in the province 
Sindh in 1982. Earlier its parent student 
organisation was literally kicked out by the 
goons of the Islami-Jamiat-Tulba, the 
supporters of dictator General Zia, and a 
stu^nt wing of the right wing Jamaat-c- 
Islami. After winning two successive 
elections, at the state level in the urban cent res 
of Sindh, MQM came to power in 1988 and 
again in 1990. The sudden surge in its support 
brought upheavals in the urban Sindh’s 
political, social and cultural landscape. 
Narrow nationalism,dogmatism and narrow- 
mindednc.ss flourished as the party idolised 
its leader Altaf Hussain. 

This apparent concentration of political 
repre.sentation in the personality of one person 
was the outcome of the crises of the Pakistani 
political .system. The ruling class in Pakistan 
was faced with, and still faces, an cconomic 
criscs. The size of the cake is getting smaller 
and the number of eaters getting larger. Hence 
the advance of barbansm in the shape of 
fundamentalist and fascistic tendencies 
further exacerbated by state terrorism trying 
to control terrorism. 

The personal and authoritarian character 
of the politics is not particular to Karachi 
but is a general problem. Almost all of the 
political parties have leaders that arc idolised 
and powers concentrated into their hands. 
The largest, PPP. and its factions have 
Bhuttos, the‘Muslim Leagues have their 
Mians, Chattas and Wattos, the Jamat-c- 
Islami now idolises Qazi Hus.%ain Ahmed 
and same is the story for all the smaller 
parties that are mostly regional or religious. 
The new offsprings that openly criticise 
democracy, like Imran Khan, arc the latest 
examples of the growing fascistic tendency. 
The credibility of the idea of the concentration 
of power in a personality is due to the public 
perception, ably created by the media, that 
the political, economic and social problems 
can only be solved by personalities with 
absolute power. This authoritarianism seems 
necessary because corruption, nepotism and 
underhand dealings are rampant, and 
parliaments incompetent - bonapartism is 
projected as the only option. 


The MQM reflected this tendency to the 
extreme in its heyday, that is between 1989- 
92. In 1992 operation clean-up was launched 
with the army crushing the tei roust might 
of the MQM by end 190.5. This bunging 
down of the party that Mill h.>s the majority 
support in urban centres of Stiulh was, 
however, achieved at a massive political 
co.st. It transformed the way the ruling 
administration looked at ways of tackling 
problems. The retired General Nascerullali 
Baber (a member of the National Assembly) 
became the de facto chief ot ojicration clean¬ 
up in November 1994. He per.soriiried the 
army operation that brought the armed wing 
of the MQM to its knees. With the fust iwo 
years of the operation piodiicing not very 
significant results the arrival of the inlcnor 
minister at the helm of Karachi at fairs brought 
•he iron-fist of the law into action. Rampant 
police encounters, with majority being fake, 
resulted in 2S(X) killed in extrujtidici<il 
killing and 400 policemen losing their 
lives in 1994-9.5. 

The personification of Gen Babercnhanccd 
the anli-MQM adminisiration's and public 
idea that only the riglr. person with an iron 
fi.st could eliminate tenor. On the MQM side 
the army operation enhanced the established 
idea that the army reigns supreme and is 
unscnipuloiis and cxticmcly brutal only 
towards patriots. It also projcctai the fascistic 
bclicl that the might ol the military c.in only 
be countered by heroism, adventurism and 
icon worship in the shajic of the MQM leader. 
That is .substituting a minority toi the actions 
required of a majority. 

This personification ot terror both on the 
state and anti-state side w,is gradually adopted 
by the bureaucracy and tho.se in the lower 
echelons of power as well. The change in 
altitude, trom using the law to cm b terrorism 
to using the bullet, actually signals a broader 
change in the mcnialiiy ol our rulers. It 
signtlies the organic composition of tho.se 
who now rule society and icllects the division 
in the ruling class. I he change is actually 
the shift from the norms ol derntwracy 
towards that of adopting dictatorship. Now 
those who come to acquire power know in 
advance that the corrupt system cannot be 
abiLsed hirther by the usual means of the law 
or its modification. 

The MQM experience showed the rulers 
that law does not work in curbing terrorism, 
it is the bypassing of law that works. Now 
the rulers feel that change in the system will 
need the suppression of dis.scnt. The u.sual 
prtKcdure laid down by liberal democracy 
in a fcudal-bourgeuise society has been 
abandoned. Therefore, when ii comes to 
implementing the new economic agenda, 
and in terms of education, it means starting 
with cuts in budget and ending up with 
privatisation, the usual protagonistsofrclorm 
in education begin with three slogans. The 
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first aims at ensuringdiscipline by eliminating, 
the fake maricsheet and cheating the Mafia, 
the second aims at changing the curriculum 
so that it is more utilitarian and the third 
ensures that everyone pays for university 
education. 

From University to School 

Just as terrorism was tackled through 
terrorism, similarly corruption in academia, 
non-utility and inexpensive education 'were 
also perceived to require tough 
administration. For a university that meant 
a tough VC. These tough admini.strators take 
certain drastic measures. They, apparently, 
come down hard on corruption issues like 
cheating and fake marksheet manufacture 
(which actually are the product of the whole 
corrupt system) and generate good media 
publicity for the administrators. Then this 
pious and righteous image is used to make 
education utilitarian and commercial The 
rising inflation, which unofficially has 
remained between 14-20 per cent in the past 
six years, plus the freeze in state grants 
means that the university administration’s 
moral claim of rise in fee and self-finance 
schemes are easily justified. The out-of-date 
curriculum becomes the starting point. 
Changing curriculum theoretically aims at 
raising standards to international levels but 
the practice shows that the standards remain 
abysmal. Unmeritorious students arc 
admitted and are allowed to pass in 
examinations only because failing institutions 
would draw fewer self-financed students. 

This tendency of actually lowering the 
standards while increa.sing admission and 
tuition fee in the name of sel f-finance schemes 
means that only the underprivileged (though 
meritorious) are deprived of admission and 
hence education. Therefore when it comes 
to either implementing the World Bank/IMF 
programme on cuts in educat ion. shi fti ng the 
focus of education policy from public to 
private, diverting the resources from higher 
to primary education or the general 
maintenance of law and order .situation at the 
campuses or curbing cheating during 
examination while ignoring the lack of 
facilities in graduate education centres, ail 
had to be looked at and implemented from 
an angle different from the past. 

The result of the shifting focus from higher 
to primary has been decreased university 
expenditure. The total expenditure on 
education is less than 3 per cent of the GNP 
and university education receives less than 
O.IS per cent of the GNP. Public sector 
expenditure on education was chopped from 
Rs 2S.7 billion to Rs 9.8 billion in the last 
two Five-Years Plans. In the past six years, 
that is, since the World Bank dictates are 
being followed strictly, the level of 
expenditure has shi fted massively from higher 


to primary education. This has been 
particularly true as far as development 
programmes regarding primary education 
are concerned: primary school enrolment 
has risen from 7.6 million in 1986 to 11 
million in 1995, while university enrolment 
has only increased from 59,000 to 71,000, 
a rise of just 22,000. Perhaps more relevant 
is the surprising fact that both primary and 
university enrolments have dropped in the 
past five years with 1992 showing the 
optimum for both. As for university 
enrolments, as against 80,000 in 1990 there 
are only 71,000 university students in 1995 
indicating a worse crisis than that precipitated 
from di version of funds to primary education. 
This crisis is promptly reflected in (a) the 
stagnation in the number of state-run 
universities which have gone up from a 


pathetic 22 to 24 since 1990, (b) the rise in 
pri vateuniversities since liberaiisatitm began 
in 1990. Fbr example, there are at least five 
major private universities in Karachi, with 
college size premises, run as completely 
profit making ventures and nearly 30 minor 
ones that are school size and predictably 
present degrees on fee deposit rather than 
award them on merit in examination, etc. 

While the shift of resources actually 
re.sultcd in the land-owning class benefiting.' 
the shift from university to primary education 
has meant that an increasing burden of the 
cost of university education has gradually 
shifted to the public. This has resulted in 
higher fee charged to the students which if 
anything has discouraged many of the poor 
from applying for admissions. Under severe 
economic burden the level of .struggle, in 
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terms of industrial disputes, also reflects a 
weak working class. The shift has given rise 
to the redefinition in the approach towards 
higher education and at the same time shifted 
the focus from public funding to private 
funding. Due to the neglect of the education 
sector both the officially patronised and 
unofficial liberals seem to agree that the 
standards of the universities can only be 
raised by increasing fee cither through the 
self-finance-.schemc (in which the applicant 
pays a lump sum of b/w 0.1-0.3 million 
rupees as a total fee) or through rise in fee. 
Similarly, higher education is now regarded 
as a privilege and the post cold war idea - 
that education is a right and denying the right 
to education further divides a class-ridden 
society - has also been forgotten as a defunct 
part of past ideology by the stale and the 
liberal reformists. 

The rise in fees in the past has infringed 
the right of education of even the middle 
classes - the class which is represented by 
ethnic-based organisations in the cities of 
Pakistan. The reformists try to convince 
others that the role of the state in funding 
education is diminishing and the sooner we 
realise and raise fee to uphold standards the 
better. Thus the exercise of balancing the 
budgets began. But the question is why should 
the government be relieved of its 
responsibility? The answer by the apologists 
ot .self-financc-schemcs is that there is no 
way the government is going to share this 
burden for much longer. 

History proves this us a fact as well. And 
to review this history let us take the case of 
our place of struggle, the University of 
Karachi. The stagnated grunts never stagnated 
expenses but the latter's rise, due to inflation, 
was offset by raising fee. In the past four 
years the U of K has increased fee by more 
than 2.50 per cent. In 1992 KU collected Rs 
.30 milium in fee while in 1996 it collected 
Rs 107 million, in the same period the budgets 
of U of K also increased from Rs 240 million 
in 1992 to Rs 28? million in 1996 but this 
increase was much smaller than the inflation 
and in real terms the size decreased. The 
period 1992-96 also shows that the 
contribution from the students increased 
while that of the government decreased. A 
typical example is the BSc course where the 
fee rise is of the order of 200 per cent for 
the first semester and 94 per cent for the 
third. The burden on students in terms of the 
rise in fee has largely been resented by the 
students - has been very consi.stently 
increasing - and largely continued 
unchallenged politically. The protest on Bela 
Nawaz incident was thus prompted by the 
accumulating anger against the 
administration's excesses. 

As a re.sult of the rising fees the number 
of students admitted to the varsities has 
declined over the past four years. In 1993- 


94 the number of students at U of K wa.s 
10,568 which decreased to 6,528 in 1995- 
96 even though the official bulletins still 
show the 'expected admissions of 10,615'. 
The decline was unexpected because usually 
admissions are oversubscribed at the U of 
K but the administration adopted a new 
admission policy ot advertising only one 
merit list which resulted in seats lying vacant 
when meritorious students get admissions in 
professional institutions. The vacant seals 
are never filled. Fewer number of students 
means less expense per person and thus fewer 
admissions are an advantage to the 
administrations Clearly a correlation can be 
found between the rising fee and a stricter 
admission policy. 

The decline in the number of students 
given admissions on merit was also aimed 
at improving admissions through the SFS 
and its cheaper version, the Evening 
Programme (EP) (introduced in 1995). The 
EP runs more job-oriented courses in the 
eveningthrough the same departments which 
offer admissions on merit in the morning. 
Take the case of BSc Applied Chemistry 
(AC) and the eveninger Chemical 
Technology (CD. both run by the department 
of applied chemistry and both (icrceived as 
being job-oriented. Only 55 students 
submitted fees in AC as against the vacancy 
of 110 in the 1995-96 session; the numbers 
appearing in the year ending examination is 
just showing a waste of 85 .scats. On the 
other hand, in the evening programme, CT, 
which offers admissions on self-finance 
basis with a fee of Rs 30.(X)0 per year, the 
number of students increased from 45 in the 
first year to 64 in the second year. Same is 
the case of other courses where, jobwise, the 
morning degree is downgraded and the 
meritorious are denied admissions by a rise 
in fee and a deliberately anti-student 
admissions policy. 

Thus the depleting grants result in raluced 
admissions. When questioned the policy¬ 
makers argue that they arc more concerned 
about the deteriorating standards and not the 
declining numbers. However the 
implementation of the policy of reducing 
numbers, stagnating grants, raising fee and 
keeping all the resulting di.sconlenl requires 
an extraordinary zeal and brutal force on part 
of the administration. At the campus level, 
the establishment knew that anger can burst 
out at any moment if harsh policies were to 
continue. Indeed the last attempt at fee rise 
within the varsity led to studeni nots in the 
campus (while an army operation against the 
MQM was going on in the city) in November 
1994. Then the students boycotted classes 
and the ensuing disturbances led to closure 
of the varsity lor three months. Later the 
university opened but with total closure of 
hostels, the main hotbed of activity at the 
campus. Nonetheless the authorities knew 


that if they were to iniplcmeiu the policies 
of declining numbers, rise in lee and the sclf- 
tlnance programmes, opposition Irom the 
student bodies (oflicially banned since 1983) 
needed to be checked with a iiiighi greaicr 
than that of the already |x>sted R.ingers One 
form of this brutal lorce was cie.iicd in the 
shapeof the Campus Security .Services (CS.S) 
which came into lull action in July 1996 with 
kidnappings and torture at the loiiure cell 
both of the students and Ihc staff members. 

The creation of a security force, which was 
later to function as a terrorist wing of Ihc 
administration, should have brought iiistani 
reaction from the students and the staff but 
it needs to be noted that the political 
atmosphere in Karachi during 1992-96 was 
that of slate-terrorism where the MQM was 
being witch-hunted in the city. 1'he outburst 
III November 1 994once successlully crushed 
by the admitiisirution meant that in the 
pie.scncc of CSS nothing of that sort would 
be icpealed again by the students. The 
rustication of several students and day to day 
arrest and public beatings ot student leaders 
stnee November I994 ensured that students 
remained di.sorgani.scd This created a general 
state of terror in the campus, and dctxiliiicised 
many. But this did not mean, us the later 
demonstrations pioved. that discontent was 
not there. 

11 one scdiion of the (Hipuluec at thecampus, 
the students, wa.s the target ot witch-hunts 
the other, the teachers was beginning to be 
pushed into a corner. The neat ilc-rccognition 
of the KUT.S, relusal ot the administration 
to allow meetings at the campus, issuance 
of intimidatory show cause notices to teachers 
forexpressingthciropinionon national kssucs 
in newspapers and even to KUT,S leaders for 
public statements in press led to politicisation 
ol the teachers. Though the atmosphere 
remained very tense divt.'-ions within the 
teaching community weie cemented by the 
harsh attitude of the administration when it 
kidnapped and toiiurcdAnwarZaidi through 
the CS.S. The anger ol the teachers got 
combined with that ot the students when 
Bela Nawaz was humiliated by thr CSS. 

The total class boycott, organised by the 
KUTS, got full support from the students. 
.SiiTiilaily the protest demonstrations saw 
hundreds denouncing the administration 
together. The bourgeois distinction between 
students and teachers suddenly disappeared 
due to the actions of the bourgeois 
admi nistration. The instability i n the political 
sy.stem exacerbating on economic crisis 
provides opportunities to those organised 
against an oppressive class-ba.scd society. 
Nonetheless the desficration of the rulers to 
control the crisis pushes them into .situations 
where dictatorship as a political alternative 
seems inevitable and at times is welcomed 
by the masses and .so a reign of terror is 
unleashed on the underprivileged. 
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PERSPECTIVES 


Cuncolim: Weaving a Tale of Resistance 

Rowena Robinson 


This article narrates the zeal of the ‘gauncars ' of Cuncolim who, in 
spite of being in the forefront in killing five Jesuits in 1583 and 
subsequently subjected to conversion to Christianity, retain their hold 
over hereditary privileges in land and ritual. Not only do the 
gauncars defend their officiating role in the church rituals in face of 
rising challenge of the non-gauncars backed by the church 
authorities, they also defy the sovereignty of the church by paying 
annual visits to the Hindu deity, Shantadurga, .seeking favours. 


THIS paper explores the themes of reading 
and resistance through an examination of the 
history of Cuncolim, a village in Saiccte, 
south Goa. The theme of reading emerges 
because the paper is, fur a large part, based 
on texts: differently authored, temporarily 
apart. We are readers and interpreters of 
these texts, positioning them alongside and 
against each other to capture the areas of 
interlock and dissonance. We are also readers 
of historical events and processes, 
representing the complexity and multi- 
layeredncss of meaning they generate. Ours 
is but one rendition, of course; convincing, 
one can hope, but always open to 
reinterpretation. 

Woven into the theme of multiple meanings 
is that of resistance, which is manifested in 
the ways questions are posed and events 
read. In the history of Cuncolim, as I shall 
attempt to show, resistance is both action and 
stance, attack and position. 

Ourtale begins with a detailingof the stoiy 
of the killing of five Jesuits in Cuncolim in 
1583. It then picturiscs conversion before 
turning to an explication of recent events in 
Cuncolim, attempting to bring nut the 
different modes through which power may 
be contested. In the end we try to throw light 
on the question: how do a converted people, 
with generations of the faith behind them, 
recollect their own past? How do they 
negotiate the memory of the historical 
moment of their rebellion? 

‘DiSOBEDtENT’ Vlt.t,AOERS OF CUNCOUM 

Those acquainted with Goa’s social history 
are familiar with the tale of the killings, but 
there has been little or no attempt to analyse 
it seriously. One thoughtful inquiry by the 
historian Teotonio de Souza (1992) raises 
certain questions which must he addressed. 
In the unravelling of the event itself, the 
paper also focuses on de Souza’s analysis 
of it and attempts a critique. Later, in the 
detailing of the post-conversion history of 
Cuncolim, we examine another text written 


in 1983, the fourth centenary of the 
‘martyrdom’, by Thomas Aquinas, gauncar 
(.see below) and resident of Cuncolim. 

The many stories that have been woven 
around the events of 1583 make exciting 
reading. The main account is contained in 
various Jesuit letters and reports found in 
Wicki (cd), Documenta tndica.' Two later 
accounts, one by the Jesuit Francisco de 
Souza and the other by the lay Portuguese 
chronicler Diogo de Couto, rely heavily on 
it. Together these texts may be said to 
constitute a colonial-missionary reading. 
Tliey echo one another in form and substance, 
constituting a single interpretative mode. In 
the principal account, the Jesuit Valignani 
describes Cuncolim as “rigid and obstinate" 
in its adherence to idolatry, while Diogo de 
Couto speaks of it as the’‘worstof ail villages 
in Salcete’’.^ 

Cuncolim was a prosperous village with 
fertile land which yielded a surplus in 
agricultural production. There were 12 
'vangixJs' (clans) of gauncars in the village. 
Their names, in order of precedence, are 
recorded as MhnI, Shctcar, Naik, Mangro, 
Shet.Tombddo, Porobo, Sidakaio, Lokakalo, 
Bandekar, Rounom and Benklo [Pereira 
1978]. Apart from giving us the names of 
the clans, the records tell us that the gauncars 
were mainly Dcssais, Naiks and Porobos. 

In accordance with the gauncari .system 
found in the rest of Goa, here too the village 
land was claimed in common ownership by 
the clans of gauncars, who were the male 
descendants, in the patriline, of the original 
clearers of tht 'and. 'They claimed hereditary 
rights in the land, maintained roads and irri¬ 
gation facilities, and demarcated places for 
common use and wards for artisans. Gauncars 
paid the taxes and administered the villages. 

Importantly, for our theme, gauncars were 
also the founders of the main village temple, 
maintaining its servants and paying for its 
upkeep. It is among the gauncars that one 
would And the ‘leaders’ or village ‘elites’ 
mentioned in the Jesuit records. 


To return to the chronology of events. On 
July 15, 1583, Ave Jesuit missionaries, Frs 
Rodolfo Aquavi va, Afonso Pacheco, Antonio 
Francisco, Pero Bemo and Br Francisco 
Aranha were killed inCuncolim by the Hindu 
residents. Four converts were also killed. 
What happened? 

Valignani. in his letters to the Provincial 
at Rome, makes reference to Rodolfo, who 
is ’in glory’, martyred along with four other 
Jesuits. According to him. these Ave men 
‘offered their lives for the love of Our Lord 
Jesus Christ’ and ‘for the augmentation and 
exaltation‘ of His holy faith. They were 
‘cruelly killed’ for the ‘sole reason that they 
were involved in the conversion and 
expansion of our holy law and destroyed the 
temples and the practice of idolatry in the 
whole of the area concerned’. 

In Valignani’s report, the 66 villages of 
Salcete arc described as ‘obstinate and rigid’ 
in their idolatry They are said to have resisted 
conversion tor a long time (Documenta 
indtea, vol 14). 

Recall that we are in the 1580s. The 
conquest of Goa had begun in 1510 when 
the Portuguese captured a very small portion 
of the territory around the city of Goa. The 
conquest of Salcete and the northern district 
of Bardez was completed in 1.543. It was 
after this that efforts at conversion were 
intcnsiAcd and took on their most dramatic 
form. The Jesuits entered Goa in the same 
year, and to them was entru.stcd the task of 
the conversion of .Salcete. 

The first 20 years saw little spread of the 
faith. In the I560.s. under the viceroy Dom 
Constantino, it is .said that 'the Padres begaa 
to enter bravely j into .Salcete] to spread god’s 
word, to create a small Christendom’. 
According to Valignani. in certain villages, 
people (ell on them and on tho.se who 
accompanied them with lances. F.ven their 
horses were attacked. It was around 1567, 
then, that under the encouragement of the 
viceroy Don Antao de Noronha, it was 
decided that the ‘indecent’ reception of the 
fathers had to he avenged. The destmetion 
of all the temples and placesofidol’ worship 
in Salcete was ordered. 

Valignani does not tell about the desimction 
as it was carried out in Cuncolim. but a 
description is found in a report by Gomes 
Vaz, whoconducted the operation. According 
to him, the main temple was burnt in a Are 
dedicated to the 'name of Jesus' and the 
temple priest let out a ‘wailing’ such as one 
would only release on the death of one’s 
King. The record (Documenta Indica vol 7) 
tells us that .some time after this the Hindus 
returned to their village and rebuilt their 
temples. 

This led the Jesuit Sebastiani Gonsalves 
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to rqwit, with regard to Cuncolim, that its 
inhabitants were all Hindus 'very attached 
to their temples’ and ‘rebellious against the 
state*. Wherein lay this rebellion? According 
to Gonsalves, the village was living according 
to its own norms, obstinately adhering to its 
religion. It was disobedient to the state. The 
residents paid ot did not pay theirtaxes ‘after 
consulting their idol' and in accordance with 
the responses of this ‘devil/demon’ 
{Documenfa Indica, vol 13). 

The Jesuit accounts tell us that a courier 
from Cochin passing through Cuncolim with 
letters for the viceroy was beaten and had 
the letters taken from him. The viceroy was 
infuriated by this impudence on the part of 
the villagers. The fathers were also upset 
because the sight of the temples in the village 
dulled the ardour of the neophytes in the area 
and made the ‘pagans’ more obstinate 

The viceroy accordingly decided to make 
an example of two villages, As.solna and 
Cuncolim, and ordered the captain major of 
the coast of Malabar. Gilianez Mascarenhas, 
to enter by the river Sul on his return to Goa 
and ‘make as many ho.stilities as possible’. 
The enptam of Rachol, Figuciredo, was 
ordered to proceed by land to help 
Mascarenhas. Mascarenhas entered the Sal 
by night, went ashore at daybreak and burn* 
and laid waste all that he found before him. 
He devastated Assolna and its temples. To 
these the vicar of Orlim, who soon joined 
the forces to confess and assist in the healing 
of the wounded, set fire.-’ 

Then Mascarenhas approached Cuncolim, 
taking with him Fr Pero Bemo, who put fire 
to the famous large temple and others of less 
renown. The ‘pagans’ fled and the estates 
and houses were destroyed. The record tells 
us that our people withdrew eventually and 
the ‘pagans' stayed as ob.stinate as before, 
returned and rebuilt the main temple and four 
or five adjacent to it’. Mascarenhas came a 
second time, cut down the palm trees in 
Cuncolim. laid waste the gardens and fields 
so that the ‘enemies' understood that the 
Portuguese intended to stay, constructed 
barricades behind which his men might live. 

Frs Manuel Icyxeyra, Pero Berno and 
Afonso Pacheco, chaplains to the troops, 
pulled down the newly constructed temples 
and deformed a huge ant-hill that the people 
‘blindly adored’; and at the same spot they 
killed a cow in order to render the place 
detestable to the ‘pagans’. It appears that a 
young seminarian from the village was the 
person who, running ahead of the fathers, 
pointed out to them the locations of many 
small temples. 

We are told that with this act of oppression, 
the ‘pagans’ became more subservient 
(submissive?). They went, under royal 
protection, to the city of Goa to throw 
themselves at the feet of the viceroy, who 
received them with benevolence, and after 


absolving them of their ‘crime’, honoured 
them with broad capes, the captain-major 
withdrew from the village and the ‘pagans’ 
lived in quiet fear, always in dread that the 
fathers would return to build a church in 
Cuncolim and obstruct the performance of 
their ceremonies. 

The Fatai. Incident 

The stage has now been set for the event 
of which 1 am writing here. In May 1583 
Fr Rodolfo Aquaviva returned to Goa from 
Akbar’s court. He was received with great 
joy, for he was held in high regard for his 
rare gifts and admirable virtues. In June he 
resumed the practice of the renewal of oaths 
to saints Peter and Paul and made a general 
confession for the three years he had spent 
among the Mughals. 

S(M)n he took charge of the college and 
residences in Salcete. He was accompanied 
by the erstwhile rector, Fr Afonso Pacheco, 
who gave him useful information regarding 
the proper administration of the 
‘Christendom’. In Cortalim, in the church of 
the apostles Philip and Santiago, the fathers 
and brothers of Salcete awaited the new 
rector. Following the tradition of the Society 
of Jesus, they renewed their oaths there. 

On July 11 they all went to the church of 
Santa Cruz in Verna. There they discussed 
the efforts being made to convert the ‘ i nfidcls' 
to the holy faith, observing to one another, 
without rancour or recrimination, the 
def^ciencics they had noticed. The new rector 
made the decision to go to Cuncolim to 
soothe the spirits of the ‘gentiles’, who were 
upset due to the destruction of their temples. 
He would also assign a place for the raising 
of a church, as a result of which it was hoped 
peace would come to the area and the numbers 
of the faithful would increase. He arranged 
for the fathers who would accompany him 
to gather together on the following Sunday 
in the church of St Michael at Orlim. He then 
went to the residence of Our Lady of Snows 
at Rachol, which at the time served as the 
college. 

On Sunday, after saying mass and giving 
a sermon to the villagers and the Portuguese, 
he left fur Orlim, taking with him BrFranci.vco 
Aranha and three ‘upright’ brahmins from 
Rachol. One of these was the collector of 
the rents of the temples and was called 
Francisco Rodriguez. The second was his 
registrar, Joao da Silva, and the third Paulo 
da Costa, was father and procurator of the 
new Christians. He also took alonglwo young 
brahmin boys, Domingos and Afonso. 
Goncalo Rodriguez and Domingos dc Aguiar, 
both lay Portuguese, formed part of the 
company. 

The narrative is preparatory in .style. It 
readies us for the martyrdom. We get a 
picture of the categories being applied: the 
heathenish villagers whose response is sullen 


and reactions unpredictable. They could even 
resort to violence. Since calm has been 
established only recently, the Icar that it 
could be soon and easily broken ts in.stilled. 

A sketch is created for us of Aquaviva. 
We ae given the image of a good man, a true, 
pious and lair-minded |>cr.son, unfailingly 
thoughtful and merciful, willing to put aside 
what the villagers of Cuncolim have been 
reported to have done in the past and offer 
them again the hand of forgiveness and 
friendship. 

Towards the night, Fr Afon.so Pacheco of 
Margao and Fr Pero Bemo of Col va joined 
the party at Orlim. Together with attendants 
and other Chri.stians of the residence, those 
who volunteered for the trip exceeded SO 
persons. 

Fr Antonio Fmncisco, pansh priest of 
Orlim, had already written a letter to the 
people of Cuncolim. informing them of the 
proposed peaceful visit of the fathers and 
asking them to receive them with goodwill. 
The reply, however, was dry. From its tone 
and words it almost .seemed as if the people 
had already decided to do what was to follow 
(is what the Jesuit records tell us). 

All the vital elements of the missionary- 
colonial discourse arc set out here. The people 
have been dc.scribed as ‘tebcllious’, they arc 
built up for us’n negative terms. In contrast, 
the missionaries arc rational, fair-minded 
and charitable. The positive terms in which 
they arc described contrasts sharply with 
what is said about the villagers. 

The village leaders’ reply was as follows: 
they said that it would not be convenient fot 
them to receive the fathers becau.se of some 
disagreements among themselves. The 
fathers could come if they wished, however, 
‘since the village belonged to the King of 
Portugal’. 

The fathers conferred among themselves 
over this reply and took into account the fact 
that the villagers had recently accepted the 
sovereignty of the King, were at present 
living in peace, and had received with 
courtesy and respect the viceroy’s officers 
when they had come to collect the rents. In 
view of the harmony prevailing between the 
villagers and the viceroy, and the favours 
and mercy .shown to them by him, the fathers 
Jeeided that they did not have any reason 
to fear disrespect or danger to their lives. 

.Supposing this to be true, at around 7 or 
8am the next day, Monday July 15, the 
fathers set out for Cuncolim. They had 
said mass except for Fr Antonio Francisco, 
who did not have sufficient hosts for 
consecration. They had also sent some 
persons ahead of them to prepare a shelter 
for their lodging for it was the monsoon 
season. 

The rumour had spread through the villages 
in thr area, including Cuncolim, that the 
motive of the fathers was none other than 
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to choose a place to build a church. Hearing 
this, the CiincoJim villagers at first decided 
to u.ssaiilt the advance party of native 
Christians who had conic to build the shelter 
of palm leaves for the fathets. But then the 
gauncars decided to await the coming ol the 
fathers wlio were the thiel persons rcsjxin- 
sihlc for the rum of their temples and the 
main enemies of their faith. 

As the lathers entered Cuncoltm, one of 
the village elders came to receive them. He 
greeted them and spoke with Goncalo 
Rodriguez. Me wished him a good day and 
then told him that after dinner the villagers 
would come lo visit and greet them with the 
benevolence and courtesy due to such holy 
and rcspcctnblc guests 

When the man had returned, a ‘wizard’ 
came there and cried as if deranged to some 
men, women and children gathered together. 
He spoke in great haste, which made it 
difficult to understand him. Twice he said: 
‘War* War!’ Then he said: ‘Now is the time. 
Here they are trapped in the tent.’ From time 
to time he repeated: ‘This is a good present 
of many heads’. The fathers asked what the 
‘wizard’ was saying and the tax-collector 
answered with much grace. ‘Me says that the 
devils arc leaving the village because you 
fathers have come here’. 

The visiting group waited gathered in the 
shelter for a long while for the villagers to 
come, but none appeared. Soon, however, 
some persons came, apparently to spy on 
them. Three of them came without arms and 
.SCI them.sel ves to hear the plans of the fathers 
and succeeded in hearing that they planned 
to build a church and raise a cross. At that 
moment, the tax-collector held two inter¬ 
secting loaves aloft a palm tree branch and 
said to his companions: ‘Wouldn’t a cross 
look good here’.'’ Al this signal, the persons 
left and told the others what they had seen 
and heard. 

The Portuguese ordered that Caigo Nayque 
and SantuChatim, leaders who lived nearby, 
be called. When Nayque came they asked 
him why Chatim hadn’t come and what was 
the reason for the di scord among the gauncars. 
They further enquired about the significance 
of the cries of the ‘wizard’. Me responded 
that he was calling the people in the name 
of the temples to come and kill the fathers, 
but that he himself had stopped the rebellion. 

These speeches took place in front of Afonso 
Pacheco, to whom the attendant explained 
them, and the Portuguese then brought the 
‘gentile’ to Fr Rodolfo, who received him 
with a glad countenance and offered, with 
kind words, to put an end to the quarrel that 
had brought about discord and disunity. The 
man showed much gratitude in the face of 
such grace, courtesy and sincere benevolence, 
but said that he could not reach any decision 
without first con.sulting his brothers and 
relatives and saying this he went off. 


Goncalo Rodriguez wished to detain the 
man from a suspicion of his double-dealing 
or for some other reason, but was not able 
to. The ‘wizard’ continued with his cries and 
his devilish invocations, .so loudly and 
persistently that the prie.sts became fearful. 
They decided to leave forOrlim, when sudden 
rain delayed them long enough for them to 
eat the last morsels that they were destined 
to have in this life. 

They got up to leave but were again delayed 
by the fact that some of their party had gone 
to the bazaar to buy nee. They .started walking, 
when they heard the loud ringing of the 
temple bells and saw Iheir men running 
towards them Irom the bazaar. They found 
themselves faced with a large crowd of people 
who brandished swords, spears, bows and 
arrows The crowd was shouting: ‘Kill these 
wizards, disturbers of this region, enemies 
of our gods, destroyers of our temples and 
ceremonies’. 

Tl.e nail VC Christians of Orlim tried to stop 
the crowd, protc.sting the innocence of the 
priests. The reply was a shower of arrows 
At this point Goncalo Rodrigue/ took out 
his gun and aimed al the crowd but Fr Afonso 
Pacheco stood in front of him and said lo 
him: ‘We have not come to fight’. I Ic turned 
to the crowd and said, in the local language. 
‘Do not be afraid’. 

The crowd was not to be stopped however. 
Two yong men with long Iwks of hair were 
the first to advance on the fathers. Fr Aquavi va 
rccei ved massive wounds on the legs. Me tel I 
lo his knees and, folding the collar of his 
cassiK'k, ottered his neck for another blow. 
The account in the Document Indica lells us 
that the man accepted the ‘courtesy’ and 
wounded him twice in the neck. These 
wounds were suflicient to lake his life, but 
were apparently not enough to restrain the 
hatred of the ‘barbarous’ native, whoinflicted 
a fourth wound on Aquaviva’s left shoulder 
and cut off four oi five of his fingers. 

Fr Aquaviva also received an arrow in the 
chest. In the text, his death is compared to 
that of Christ, whose holy redemptive blood 
was, for man. like a font of everlasting life. 

At the same time. Br Francisco Aranha 
received a wound on the neck and a spear 
wound in the hack. He lay in a field of sown 
rice, not quite dead. The third victim, Fr Pero 
Berno, received a wound on the head with 
a knife. One of his eyes was put out with 
a dart am* his right ear was tut off. His 
genitals were cut off and put, with ’cruel 
insolence’ in his mouth. 

Martyr too, the text tells us, was Br Aranha 
who fell amidst the tilled fields, at the fool 
of a hedge, like a true grain of wheat which 
yields much fruit with its death. Following 
him, Fr Afonso Pacheco received a spear 
wound in his chest and was beheaded. He 
died ‘a noble of the house of God’. His death 
was ‘prtKif of the perfect and extraordinary 


ndelity with which he had watched over the 
progress of the church'. 

The last lo suffer was Fr Antonio Francisco, 
who had not offered the sacrifice of the mass 
that day. Me offered instead ‘his whole life 
for the love of God’ at the sharp edge of the * 
swordsofthe ’gentiles’. He receivedawound 
in the head and other injuries, because of 
which he lay dead. 

Meanwhile, Br Aranha raised himself from 
the place where he had lam injured and was 
seen by a shepherd, who told the villagers. 
They dragged him twice round the temple 
with much noise and lestiviiy. They made 
him stand on one foot before the image 
(‘idol’) and told him to pay. I'rotn this position, 
reverence to the temple. I le responded: ‘Am 
I a beast like you lo adore sticks and stones'.^’ 
Infuriated by this reply they threw him on 
the ground ami shot him w'lth arrows. Then 
the women and childien |um|)edon him with 
sharp sticks and darts ami. when he was 
finally dead, daubed Ins blood on the ‘idol’. 

The Donmwnta Indira tells us that the 
fathers in C’uncolim died without lesistancc 
or complaint for demolishing the temples of 
Ihe ‘gentiles’ and cndeavouiing to raise a 
church to the true god in the same village. 

Tw obrahmin boys, Domingos and Afon.so. 
were also killed. Domingos, m particular, 
had I ou.scd the anger of the vil lagei s because 
It was he who had shown ihc lathers the 
location of the temples Francisco Rodrigue/ 
and Paulo da Costa ot Rachol were also 
killed. The latter is dcsciibed as ‘virtuous 
and of pure conscience’ Goncalo Rodriguez 
was killed so that he would not he able to 
report back to the auihoriiies about Ihc 
incident. Domingos ile Agmai however 
escaped, saved by a Hindu friend who hid 
him. 

This is Jhe .sloiy ol ihe killings based on ^ 
the Doewnenta Indica. Several things are ol 
interest in the tale. For insiance, it is likely 
that the cruelly with which Pero Berno was 
treated must relate to the fact that he wu:> 
the person responsible lor the dcstriction of 
the temple in Cuncolim. Mis acts of violence 
had desecrated Ihe order and sanctity of the 
Hindus’ places of worship. The defilement 
he infiicted is now played out on his own 
body. His genitals arc cut and inserted into 
his mouth and certain injuries, deliberately 
violative of the order and dignity of the body, 
are marked on him: one of his eyes is put 
out and an ear cut off. 

On the other hand, persons not directly 
involved in the ravaging of the village could 
even be saved. The killings evidently do not 
cxcludeihe possibility offriendships between 
individuals across the religious divide. The 
escape of Domingos dc Aguiar is proof of this. 

In the story of the martyrdom an intere.st!ng 
parallel is drawn between the death of Christ N 
and that of the priests. Martyrdom is the 
trope conjoining two events that are 
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temporally remote. The death of the principal 
actor, the rector Aquaviva, is directly com¬ 
pared with that of Christ. His wounds are 
the in.scription of his martyrdom, and they 
awaken the memory of thatothergreat sacrince. 

But there is another way m which the 
analogy between the death of Christ and of 
the priests is conveyed, and that is through 
the image of the last ntcal. The final repast 
that the priests shared on earth before dying 
for ‘the love of Christ’ powerfully evokes 
a recollection of the last supper. 

As de Sou^t (1992) points out, the five 
priests were eventually beatified. The four 
‘natives' arc regarded by the church as having 
died for the faith, though they were not 
beatified. The Documenta InJicu (vol 14) 
gives short sketches of the live martyrs. 
Rodolfo was of the house of Aquaviva, one 
of most ilhisirious families of the reign of 
Naples, Afonso F’achcco is describcti as the 
son of the Duke of Alria and of the most 
noble and pure family ol the Pachecos of 
CastilleandPeroBcrno.an ‘Italian Lombard' 
and Antonio Francisco. ‘Poriuguesc’, arc 
desenbed as /.ealous and virtuous. Franci.sco 
Aranha is said to Ik: the nephew of the former 
aichbishop of Cuvi, Don Caspar. 

The lad that the liuropeans and not the 
natives were beatified, and that the 
biographical sketches stress the high secular 
.sialus ol the martyis, should be a matter ol 
no .surprise. For the Iblh century Euiopcan 
society w as hierarchical and Ihe church made 
no pretence of ignoring the lad that it ‘enjoyed 
both spiritual powers and wordly wealth and 
disiinclion' (Weinstein and Bell 1982:1951. 

At every level ol society from the village 
upwards the clerical orders were enmeshed 
in economic and social tics. ‘They were 
landlords, rentiers, owners of serfs, wicldcrs 
of temporal power, ministers ol kings, princes 
in their own right’ (ibid). 

The 16ih century Portugese society had 
two overlapping modes of social distinction. 
There were ‘rcinoes’ (those born in Portugal), 
‘casticos’ (those bom in Asia of Portuguese 
parents) and ‘me.siiCos’ (lho.se of mixed 
Asian/African and Portuguc.se parentage). 
Lowest of all came the ‘natives’. At the same 
time, there was thedivision between nobility, 
clergy and people. Ideally the two hierarchies 
merged, and nobility encompassed purity of 
blood and high rank (Pearson 1987:95]. 

This was the peritx) of martyr saints. In 
Asia and diverse regions, Jesuits, along with 
Franciscans, Dominicansandothcrs, ‘courted 
death at the handsofthc heathen, and literally 
hundreds of them won the martyr’s crown’ 
(Weinstein and Bell 1982:161]. But, as in 
our case, saints tended to come from among 
the elites and the higher clerical orders, the 
counter-reformation having given a boost to 
the position of the clergy. 

The killings of Cuncolim led to severe 
retribution. The captain-major was 


dctemiined to avenge the deaths of the priests. 
Tfio.se responsible for the massacre had fled 
to the mainland, ruled by the Adil ,Shahi 
dynasty. At the urging of the viceroy, the 
village was ra^ed again. When the gauncars 
who had fled made overtures to him. Gomes 
F.anes de Figuciredo called them to the 
As.solna fort. .Sixteen gauncars, including 
one ‘Aga Naik’ and one ‘Ramgaru’ came. 
At the fort, apart from one or two who had 
played no part in the killing, the rest were 
killed by Figuciredo and his men. 

Cuncolim lapsedtothe crown. It wasgiticd 
to Joao da Silva and his descendants in 1585 
but was later made the ‘Condado’ ol the 
Marquis of Frontiera. The 12 vangtals of 
gauncars lust thcircu.stomary administrative 
rights. 

FoRciis OF Conversion 

The story of the retribution like that of the 
martyrdom shows us the intermeshing of 
religion and politics. We understand how 
state and church were intimately connected. 
We hud also noted this during the destruction 
ol the temples. The viceroy decided to avenge 
both the attack on his courier and the 
insolently open practice of Hinduism by the 
obdurate ‘natives’ with an assault on two 
villages in .Salcele The vicar of Orltm joincd 
forces and it was he who set fire to the 
Assolna temple. Mascarenhas went with Peru 
Berno to Cuncolim and it was the latter who 
sc> fire to the temples there. 

Clearly, missionary activity under the 
Portugue.se was very clo.sely linked with the 
establishment of political rule in Goa, as in 
other regions taken over by them On the one 
hand, the Portuguese Asian ventures may be 
.seen as an extension ol the crusades. The 
conflict with Islamic forces launched with 
the first crusade in 1095 continued to shape 
the mentality of medieval Portugal. It entered 
into the creation of the nation itself, which 
took its most dclinite shape by 1250 aiul 
involved the defeat of the Muslims who had 
been raling the area since the 8th century. 

In the 1 bthceptury, the Muslims controlled 
the spice trade with Asia, and the battle to 
wrest that control from them assumed a 
religious dimension for the Portuguese. To 
gain complete control of the Asian trade 
routes, the Portuguese established certain 
key posts of political rule, such as Cioa. 

Yet another strand enters into the 
Portuguese definition of their overseas 
ventures. With the creation of the Order of 
Christ by the church in the 14th century. 
Portugal was charged with the dual 
responsibility of spreading the faith in the 
newly-discovered regions outside the 
known world and of defending Christians 
from Muslims, whether in Europe or 
overseas. 

The 16th century also saw the rise of the 
counter-reformation in Europe. In the mid- 


16lh century, with the C’ouncil ofTrent, the 
church codified its l.iws and snoiigthcncd 
il.sclf against the iclormation Poiiug.il, like 
the rc.st of Catholic Europe, was involvcil 
btith in thccounter-ictoini.iiion ai homo ami 
in the conversion of people in the new-lound 
tcrritonesol Asia, Atrieaand Ameiica What 
emerges is that the Portuguese Asian ventures 
stemmed fromamixed moiivalion involving 
religious, political and eeoiioniic aspeels 
(Boxer 1969]. 

U is 111 the light of this that we must look 
at de Sou/.a’s analysis ol the event that tmik 
place in Cuncolim in 158.1. Ills explanation 
lies in pinpointing its ccononiie basis. As he 
says (1992: 38): ”My analysis suggests that 
both the Portuguese rulers and the native 
dominant class of Cuncolim were using 
religion for their own vested inteicsls. 
Religious beliefs were not the mam issue, 
but Ihe economic and polilieal iniplicalioiis 
ol conversion were seen as a threat The 
religious leelings of ordinaly people were 
excited lo obfuscate these mam implications' 
and to kill the missionaries". 

fie points to the tact, as I have done, that 
the Portuguese were inicrestcd not just m 
gaining souls forthc kingdom ol god in Asia, 
but also in controlling the spicc trade. Tlie 
conquest ol Goa was .i means to mamtain 
their dominance overtrade routes. But while 
I have argued chat the ‘economic’ is only one 
among a clutch of motives, dc Soii/.a tends 
to give It primacy. 

I Icgi ves us someiiitcreslingdaia regarding 
the trade links of Cuncolim with other areas. 
According to hi m. the vi llage had .i permanent 
ba/aar, connecting it with the mainland by 
different passages through the Ghats Along 
the.se routes, cloth and other items travelled 
(1992: 43). 

The bazaar was situated around the temple 
and de .Souza veiy peiccpiively notes that 
Its economy was linked to tans and tcstivals 
around the temple He goes on to argue 
troni this that the gaiinc.us killed the mis- 
sionai ics because the l.iticr by destroying the 
temple had destroyed the pioduetive power 
of the bazaar around it and this had seriously 
atlecicd the ‘economic interests’ of the 
gauncars 

T(< note th.'it, traditionally, bazaars had 
centred around temples is an irnportiint 
insight. Wc recall O.stoi’s argument that 
bazaars were linked with aspects of 
redistribution, with fc.stivals, rituals, caste 
and kinship circles and ecological cyclc.s 
(1984) Intherhythmofthcbaz.aar.cxchangc 
was anchored lo ritual, festival and 
ceremonial structures. The bazaar and the 
temple were linked by ritual. There was 
intense bazaar activity .ii moments ol high 
ritual significance: temple festivals (‘zatras’) 
and celebrations. 

Unfortunately, dc .Souza’s observation is 
not lollowcd up. He retracts by locusing 
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solely on ‘economic interests’. The intimate 
connection between production, power and 
ritual is underplayed. 

In this connection, we might recall what 
has been .said earlier; that the gauncars did 
not only claim collective ownership of the 
village lands, they were also 'mahajans' of 
the main village temple.^ They regarded 
themselves as the descendants of those who 
had founded and c.stabl ished the temple. They 
retained some of the best lands in the village 
for the maintenance of the temple and those 
who served it, as the 'bhats' (priests) and the 
‘kolvonts’ (dancing girls). 

One may not also unproblematically 
ascribe ‘false consciousness' to the non- 
gauncars who participated m the killings by 
saying that they were misled by their leaders. 
Apart from the fact that this kind of rough- 
and-ready application of the categories of 
class analysis can be misleading and anachro¬ 
nistic, what little evidence we actually have 
can only enable us to suggest that the lower 
social groups (de Souza’s ‘class’) may have 
had their own grievances against the Portu¬ 
guese. For one, mention is made of ‘veth 
begari' [de Souza 1()92: 41], some amount 
of compulsory work exacted from the 
‘natives’ by the Portuguese, piincipally for 
building activities. Again, the destruction of 
the bazaar would affect arti.sans, just as the 
ravaging of the village would have affected 
all social groups. 

De Souza is a Jesuit wnting in the post- 
colonial period. The ideas of the second 
Vatican Council and ‘liberation theology’ 
will have been familiar to him. He is able 
to provideacritiqueof medieval Jesuit policy 
and open the way, perhaps, for the deconstruc¬ 
tion of the colonial-missionary discourse on 
the Cuncolim episode. His attempt to do this 
shows from his focus on the motives of the 
actors themselves. It is an attempt to find out 
the why of the killings, rather than condemn 
them outright. 

As part of such concerns, he raises the 
question of the indigenisation of the church 
calendar. He would like the four ‘native’ 
Christians killed to he also included in the 
church’s canon of saints. 

We might like to ask what the response 
of the people of Cuncolim would be to this 
suggestion, in fact, one could inquire how 
they read the martyrdom. To address such 
questions, we turn to a consideration of the 
post-conversion history of Cuncolim. 
Conversion did come to the area for a number 
of possible reasons. The last decades of the 
16th century .saw a number of laws being 
enacted to curb the position of the gauncars 
if they did not convert. Gauncars had to give 
up their lands if they refused conversion. 
Again, the performance of Hindu rites and 
ceremonies was banned. Hindu gauncars 
were forbidden to convene a general village 
council unless those converted were present. 


If they did, their dxisions in such a council 

would be declared void. 

Perhaps the gauncars found it was better 
to align themselves, through conversion, with 
those in power, to accept their overall 
‘sovereignty’ so as not to lose their own 
position within the different villages and its 
attendant privileges. Indeed, they retained 
these after conversion; thcCatholic gauncars 
were permitted a number of honours and 
privileges in church-centred rituals. 

The lower social groups might have 
converted fordifferent kinds of reasons. Some 
conversions may have taken place through 
the process of downward percolation. There 
were some attempts to convert the lower 
castes through their leaders, the village 
landowners, efforts being directed to first 
win over the latter. The vertical ties which 
bound the groups together were utilised fur 
the conversion process. Artisans and other 
groups may have in fact found it prudent to 
convert because they could nut otherwise be 
employed by Christian gauncars, or to 
produce objects of Christian worship tor the 
churches. 

On the other hand, there may have been 
some lower-caste conversions out of the ex¬ 
pectation of social mobility. Those engaged 
in polluting occupations, for instance, could 
take up some of the new employment oppor¬ 
tunities opened up by the coming of the Portu¬ 
guese. Among these were baking and wine 
selling. Both bread and wine were needed in 
the celebration of the mass and hence these 
occupations would originally have had some 
association with the church. Such neutral 
occupations, while they did not give ri.se to 
radical social change or mobility, gave some 
the opportunity to give up polluting tasks. 

in the end, mobility was not very great. 
Caste retained its hold on the converted 
population and tho.se far down in the social 
hierarchy may have lost their polluting 
occupations but remained socially inferior. 
However, the expectation of change may 
have acted as a powerful incenti ve to con vert. 

There were already churches in Salcete - 
in Orlim, Verna, Margao, fur example - and 
a body of converts by the time Cuncolim was 
drawn into the fold. In the case of Cuncolim, 
disprivileges, violence and force seem to 
have played a more active role in compelling 
people to convert. Rut the reason I stress 
other factors - the people’s own agency and 
their motives to convert - is because no 
religion sustains itself entirely through 
disprivilegc and compulsion. 

It is true that force and disprivilegc together 
ensured that the old religion could no longer 
be sustained. In such a fluctuating 
environment, then, the new religion is adopted 
not just because it is imposed, but because 
it is available, because it provides an anchor 
for the re-creation and sustenance of one’s 
socio-ritual world. 


In Cuncolim, aftar conversion, the temple 
was replaced by a church. The gauncars had 
privileges in church feasts and rituals. These 
were organised through the system of 
confraternities, lay associations with certain 
cultic and ceremonial aims centred 
particularly around Holy Week, the week 
during which the church elebratcs the death 
and resurrection of Christ. 

Confraternities implicate status 
distinctions. In each village, the gauncars 
form the major confraternity. They have the 
right to oiganise the Holy Week celebrations 
and all major church feasts. They lead the 
funeral processions. They also have the right 
to join the ‘fabrica’. the association that 
looks aftcrchurch finances and maintenance. 
They wear special capes and gowns, usually 
red and white. Villages may have one or 
more minor confraternities for non-gauncar 
groups. Their role in the celebration of church 
feasts is a somewhat more limited one. 
Though Cuncolim’s gauncars lost their 
administrative rightsaftcr IS85. they retained 
rights centred around the church. 

The story of Cuncoliin’s gauncars from 
the period of conversion to date is one of 
the attempt to jealously preserve these 
privileges and restrict ihem to themselves. 
The gauncars retain socio-economic 
dominance in the village, the basis being 
investments in various trading and service 
opcr.uions, rents I rom property, employment 
in different professions and such like. Their 
story contains a paradox. On the one hand, 
the church constitutes for them the symbolic 
centre around which they construct and enact 
their social and ritual superiority. 

On the other hand, their story is one of 
defiance and resistance to the authorities and 
the church. This part ol the tale weaves itself 
around several themes, fhe first tells ol the 
attempt by the gauncars to regain control of 
gauncaris lands. The second tells of their 
attempt to keep the non-gaunaenrs I rom 
gaining parity with them in terms of rights 
in the organisation and hosting of church 
feasts. 

Dispute over Privileoes 

There is a third thread to the story, which 
is brietly explicated here. The images of the 
de.stroyed temple of Cuncolim were trans¬ 
ported to the village of Fatorpa in an urea 
south of Salcete not at the time under Portu¬ 
guese control. Here a temple to the main 
deity, Shantadurga, was set up and all the 
ceremonies re-established. The image of 
Shantadurga is transported back to Cuncolim 
once a year during the Hindu month of 
Falguna. On this day, the festival of ‘sotri’ 
(Umbrella festival) is celebrated. 'Tliere is a 
procession led by twelve colourful umbrellas 
on tall poles Each is of different design and 
represents one Cuncolim clan.‘Thcumbrellas 
are borne by males. ‘Aarti’ is performed by 
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a spot near where the killings took place for 
Shantadurga. There are two bands that play 
during the celebration: one Hindu and the 
other Christian.’ 

Through the festival links are maintained 
between catholic gauncars and others of 
Cuncolim, and those who. despite all the 
odds, resisted conversion and fled to a safer 
place. Other links arc established, between 
the people of Cuncolim and the goddess 
Shantadurga, who is viewed as a powerful 
divinetigurc. Catholics often visit the temple 
of the goddess, particularly during the period 
of her festival (zatra), to ask for favours: 
.success, the birth of a child and so on. In 
return they may make vows of donations of 
gifts or money. 

The validation for such participation in 
rituals across the sacred divide stems from 
the stories people tell of the ‘seven si.sters’ 
who once were represented by seven temples 
in Goa [Newman 1987]. Though no-one can 
exactly identify all seven, the story goes that 
some of the sisters were converted to 
Catholicism, such as the church of Our Lady 
of Cures at Cansaulim and Our Lady ol 
Miracles at Mapusa (ibid). The Shantadurga 
temple at Fatorpa remained Hindu, but the 
tale of the ‘seven sisters' provides the my¬ 
thical justification for the participation of the 
Catholics in this sacred world of the Hindus. 

Wc know that the lands of Cuncolim were 
gifted to Captain Joao da Silva in 158.S by 
the viceroy. They were later made over to the 
Marquis of Fronteira and managed by his 
heirs and successors till 1961, the year the 
Portuguese were militiiiily expelled from Goa. 

On December 21. 1947, the gauncars of 
Cuncolim formed and registered an 
agricultural association in the name of which 
they filed a .suit to regain control of their 
lands Tlie judgment in this case was given 
in their favour but its execution was kept 
pending due to the ongoing freedom 
movement. In 1962, the property was restored 
to the gauncars. However, in 1966, the lands 
were declared to be evacuee property of their 
Portuguese ‘ev.icuee owners’ by the 
custodian of evacuee properties. 

This decision was upheld by the 
administrative tnbunal of Goa, Daman and 
Diu in 1968. Cuncolim's association 
contested the decision and the case lay 
pending for nine years, in 1975, the additional 
judicial commissioner of Goa, Daman and 
Diu set aside the custodian’s older and 
directed'him to conduct proper inquiries to 
decide the rights of the parties involved. But 
the matter was not resolved because one 
finds E D’Souza from Cuncolim writing to 
Coa Today ‘to state our resolve for the 
restitution of our usurped property’ [D’ Souza 
1981: 29]. 

One of the most interesting forms of 
resistance, and the one I shall explore in 
greater detail, is that centred around the church 


confraternities. Evidence suggests that such 
conflicts are not new but took place through 
colonial times as well [da Rocha 1973]. 

During the period of Portugue.se rule, the 
church had an ambivalent attitude towards 
such disputes over rights and privileges in 
confraternities. It held, on the one hand, that 
the laws in force did not authorise caste or 
status distinctions, or permit the establishment 
of privileges in favour of particular families 
in the admi.ssion to confraternities. 

Yet, decisions taken also show the 
acknowledgement of the principle that 
confraternities were voluntary associations 
with their particular, individual regulations 
and these constituted organic law. As such, 
one could have closed confraternities and 
deny the right of admission to anyone who 
did not satisfy the confraternities’ 
requirements [da Rocha 1973: 3031. 

After 1961 the church, no longer an integral 
part of the colonial fabric and conscientised 
to ideas of equality by Vatican II. was less 
inclined to perpetuate status distinctions. One 
finds that it tries tostop privileges previously 
allowed. 

Let us examine a major dispute that tixik 
place in the Cuncolim church in 1981. Wc 
do so through the little booklet of Thomas 
Aquinas, resident of Cuncolim. brought out 
in 1983. The IxHik begins with an examination 
of Cuncolim’s past. The author describes the 
death of the five missionancs. In fact, he 
asks; “Arc these the real martyrs or those 
killed in the A.s.solna tort, the gauncars of 
Cuncolim?"*’ 

Aquinas also goes into details about the 
dispute centring around the confraternities. 
According to him, the struggle started on 
April 22, 1980 between the archbishop of 
Goa, Monsigneur Raul Nicolau Gonsalves 
and the parishioners of Cuncolim church. 
The main cause of the dispute was the illegal 
admission of new members in the 
confraternity of Our Lady of Health and of 
the Blessed .Sacrament by the executive 
committee. When the gauncars protested 
saying that they could nut be admitted becau.se 
they did not constitute part of the original 
twelve vangors, the church’s counter¬ 
argument was that they could be considered 
a new vangor. The members held that the 
church had no authority to form new vangors. 
These had been handed down from earlier 
times and only the original ones had been 
assigned the right to u.se the distinguishing 
insignia such as the red cape and white gown. 

it is interesting to seethe kinds of arguments 
and counter-arguments being advanced here. 
On the one hand, the church wishes to expand 
membership of the confraternity and bring 
in greater equality by doing .so. B’jt when 
questioned, it attempts to defend its action 
by couching it as a reinterpretation and 
expansion of the customary rights of 
admission. 


The gauncars cenainly seem to perceive 
the church as straying into areas where it 
should not, trying to mlcivcnc m the older, 
handed-down Hindu tiadilion, which had 
been ratified by the early missionaries' policy 
of giving over to the gauiicar vangors the 
major rights in church celcbraiions The 
gauncars object to and resist this intervention. 

In response to the protest by the gauncars, 
the archbishop banned the u.se ut the 
distinctive gowns during the Holy Week 
celebrations of 1980.1 lowe vci, the gauncars 
insisted on the practice The archbishop then 
decided that until the dispute was settled, no 
nnn-liturgical ceremonies would be 
conducted in Cuncolim, and he threatened 
to suspend all liturgical ones as well Rut the 
gauncars continued to appear in their capes 
and they staged adharna while the priest was 
busy with the services He walked out. 

The church was closed by the archbishop 
on April 14, 1981 depriving, as Aquinas 
describes it. 13.(X)0 catholics ol Holy Week. 
This was done, according to him, despite the 
fact that it had been earlier decided that a 
meeting would be held on the 26th of the 
month with the Cuncolim parishioners for 
an amicable settlement ol the dispute. 'The 
parish priest was told not to administer the 
sacraments or render other spiritual services. 

On [iasier Sunday, the gauncars .said mass 
with the help of a pnest I rom anothei village, 
Chandor. On April 26. the non-gauncars 
forced the parish pric.st to say mass, hut the 
gauncars surrounded the altar and prevented 
the celebration. On June 6. 1981, the doors 
of the cemetery were closed to the catholics. 
The church was here acting in accordance 
with its self-appointed role us the sole arbiter 
of divine grace. It expressed its displca.sure 
with the lay people by withdrawing from 
them access to the channels of grace; 
sanctified burial and the sacraments. It was, 
if that IS possible, a kind of temporary 
excommunication. 

On June 21, the gauncais opened thcchurch 
.and the cemetery and with Fr Alvito Vaz, 
a diocesan priest, they established the 
Independent Church ol Cuncolim. in defiance 
of the archbishop. 

Through such practices, the people were 
clearly undermining the role of the church 
as the sole mediator of grace through its duly 
appointed priests. This becomes evident by 
the manner in which the gauncars feel free 
10 draw on the spiritual services of any priest 
sympathetic to them. It is not the priest’s 
mediating function which is at issue. But the 
priestly model in which one patronises chosen 
nr selected intermediary is not central to 
Christianity (in which parish prie.sts are 
centrally appointed for specific pcriod.s) but 
is probably more in keeping with indigenous 
traditions. 

I'he church’s function as the only channel 
of divine mediation is undermined in another 
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way as well: by the Cuncolim Catholics’ 
ptBCtice of visiting the goddess Shantadurga’s 
temple in nearby Fatorpa, participating in the 
festival honouring her and making promises 
to her in return for particular favours that 
it is believed she has the power to grant. 

On April 5. the following year, there was 
a burial in the cemetery of a non-gauncur 
parishioner, Joaquim. The burial was 
performed in the absence of the priest of the 
Independent Church. Under court direetton, 
the police broke open the cemetery doors 
that evening for the burial. The Navhmd 
Times of April 7, 1982 reported that 'some 
persons exhumed the corpse at night and 
threw it outside the cemetery’ (p I). 

Aquinas acknowledges that the non- 
gauncars blamed the gauncars for the 
desecration. According to him, though, the 
gauncars claimed that their rivals did it to 
rouse anger against them. But the general 
opinion in Goa was that the Cuncolim 
gauncars were indeed responsible for the 
incident. 

Holy Week services were conducted from 
the next day at the Maria Bambma convent 
compound by two priests sent by the 
archbishop. These were attended by the non- 
gauncars. On April 26. 1982, a court 
injunction sought by the archbishop to restrain 
the priest Fr Alvito Vaz Irom occupying the 
Cuncolim church was granted. 

This is a remarkable .story. It is not 
surprising that its episodes revolve around 
the Holy Week celebrations bccau.se these 
are central to the annual catholic ritual cycle. 
In churches all over Goa, the missionaries 
had granted the rights of organising Holy 
Week celebrations to the confraternity of 
converted village gauncars. These are rights 
still Jealously protected, any attempt to dilute 
them being strongly resisted. 

What docs this paper tell us? For one, I 
have attempted to bring to life the que.stinn 
of conversion, why people convert when 
they do and, significantly, why and how do 
they resist. 

The different texts are really different 
modes of interpretation. The dominant 
colonial-missionary discourse is contested 
by an alternative vision of motive and 
martyrdom, the one provided by de Souza. 
A third perspective is rendered by Aquinas, 
and can be read off from our account of 
Cuncolim's post-conversion history. There 
is a whole reimagining of the notion of 
heroism here. Cuncolim’s revered arc its 
gauncars, who were treacherously killed by 
the Portuguese for the ‘crime’ of defending 
their temples, houses and lands from their 
destroyers. 

Thedifferent mixics of resistance are drawn 
out. I would like to argue that the delineation 
of Cuncolim's history .shows us that resistance 
need not always come holding aloft a sword. 
It may be drmatic and explosive, the passion 


of the moment, but it may also be muted, 
low-key and persistent. 

Cuncolim's Catholics, particularly its 
gauncars, arc very critical of the methods 
that were used to convert them and, to date, 
express a deep dislike and mistrust of Jesuits. 

But we still find Aquinas talking about 
how the ‘faithful’ wcredeniedthesacraments 
and spiritual services they sought bccau.se 
of the tough stance taken by the archbishop. 
Again, the gauncars resi.st their hold on the 
parish church (and this seems to include its 
priests) being eroded. The church, they feel, 
belongs to them. And in a very real sense 
it does. For, after all, it is through funds set 
aside from gauncari lands that it would have 
been built, it is through such property made 
over to the fabrtca that it must be maintained 
today. 

It appears to me therefore that what I spoke 
of at one point as the paradox in the story 
of Cuncolim may well be only an apparent 
one. Possess!vencss about the church and 
their own modes of practice cannot be 
delinked from a certain challenge to 
institutional authority. Catholicism 
encompasses more than adherence to the 
olTicial line of the church. 

The parish church is ot focal importance 
in the village because ritual lifecentres around 
it Therefore, it is through the organisation 
of church feasts, membership of 
confraternities, use of distinctive insignia 
and leading of processions during burials 
and othci rites that the control of the gauncars 
is sought to be demonstrated. Contest, also, 
by the non-gauncars backed by the authorities, 
revolves around these issues and rights. 
Control over the parish church seems to be 
understood in a way as control over a central 
source of symbolic power. 

We'*mlght like to conclude by returning 
to a mode of resistance that is directed at the 
church’s attempt to assume complete control 
overthe practice of religion. While thechurch 
regards itself as the only source of power 
and grace, in Cuncolim these are also seen 
as emanating from divine beings such as 
Shantadurga. There is defiance written into 
this transgression of sacred boundaries, but 
it does not invoke violence to defend itself 
It is routinely registered in practice. The 
popular Catholicism of Cuncolim, then, con¬ 
stitutes itself as an unproblematic blend of 
Hindu and Christian elements. The language 
of kinship binds them in sororal conjunction. 

Notes 

1 The Documenia Indu a is a collection of letters, 
in several volumes, written by Jesuits, often to 
their superiors back in Europe. Inter alia, they 
render accounts of the ‘progress’ of conversion 
efforts. 

2 In the recapitulation that follows, 1 have mainly 
mpmduccd my translationsofthe Jesuit accounts 
without specifically declaring them to be 
quotations. My own comments ore easily 


identified. I have done this with the intention 
of making the piece easier to read. 

^ Orlim is a village on Saiccte’s coast, while 
A.ssolna lies close to Cuncolim in the interior. 
Vema and Kachol are villages some distance 
away from Cuncolim. while Margao is more 
akin to a town 

4 Mahajan is the title u.sed by incinbcr.s of 
'iiin/anias’, winch are a’iigious associations 
consi.sliog of the loiinilers of the temples and 
their descendants [Pereira 1978). 

a For a good description of the Umbrella te.slival, 
see Newman (1987) 

6 Aquinas has an interesting siibtexl to his tale. 
He goes into details of the killings saying that 
the boys who betrayed the villagers could nut 
have been hrahinin.s bccau.se there were no 
brahmins in Cuncolim This is possibly true, 
but there could have been migrant settlers from 
other parts of fioa {sec Dnivy 1908] Aquinas 
wishes to demonstrate lhal the gauncars of 
Cuncolim. who belong to the catholic chardo 
caste, are kshatriyas We do nol have luiy 
information when the chum for kshatnya status 
by tlic churdos began or was .u'cepied. but it 
possibly relates to a period not long after 
conversion [see also iteka 1989] Thechardos 
have no equivalent among the Hindus, and arc 
said to have been cunstiiuied of various trading 
and other middle-level castes. 
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REVIEWS 


Masquerading as the Masses 

Rahul 

Drafting a People’s Forest Bill: The Forest Dweller-Social Activist Alter¬ 
native edited by Waller Fernandes; Indian Social Institute, Delhi. 1996; 
pp iv + 213, Rs 250. 


FORESTS in India have been a battleground 
from the lime of the advent of the Aryans 
up to the present. At all times the tight has 
been between one set of people, who will 
be refcried to hereafter as forest dwellers, 
who have wanted to retain control of the 
forests to use them in a relatively less 
destructive manner than the other invading 
set. The development of mankind has been 
made possible by the second set of people 
always turning out to be the winners. 
Nevertheless the ambience of forests is such 
that even today there arc ixx;kets where [leople 
lead primitive lifestyles ba.scd on hunting 
and gnthcnng. grazing or swidden (slash and 
bum) agriculture The vast majonty of forest 
dwellers today, however, practise some form 
of .settled agriculture or other. All thc.se people 
are not only outcasts of modem development 
they arc also the sacrificial goats on the altar 
of this development. The balance of forces 
in this long-drawn battle has changed 
drastically from (hat prevailing up to just 
before the advent of the British to that cxi.sting 
today and generally forest dwellers arc 
hopelessly overpowered by the modern 
Indian state. 

A fascinating characteristic of forest 
dwellers is their capacity to go on fighting 
against heavy odds and forest history is 
marked by innumerable in.stances of this 
militancy. Indeed it was the forest dwellers 
who gave the British the most trying time 
during their rule, more than any other section 
of the Indian populace, even though sadly 
enough mainstream historiography of the 
freedom movement largely ignores this 
militancy. This has continued in independent 
India and the first serious challenge to the 
hegemony of the established Indian .state 
(considering the Telenganr. struggle to have 
been part of the throes of establishing it) was 
provided by the forest dwellers of the north¬ 
east and the struggle there has continually 
escalated despite all the repressive and co- 
optive measures adopted by the state. The 
naxalitc movement loo took off with this 
militancy as its mass basis and is strongest 
today in areas peopled by forest dwellers. 
Thirdly, there are a number of other 
movements of forest dwellers which while 
not questioning the legitimacy of the Indian 


stale like the above movement ncvciihelcss 
reject most of its laws and policies and call 
for their total abrogation and replacement 
with people controlled systems tor 
management of natural resources and light 
the state with all means short of armed 
struggle. While the first two are primanly 
political movements the third kind question 
the nature of political power and 
development. 

This natural militancy of the forest dwellers 
has in the present age of democratic polities 
won them a lot of supporters among the 
mainstream population These latter people 
profess to intervene on bchall of the forest 
dwellers with the state and soften its hard 
laws and policies so as to make their life 
more bearable. Even though they mouth the 
rhetoric of people's control over forests they 
are carelul not to advocate total withdrawal 
of the state from the management of forests 
and only propose cosmetic changes to (he 
manifestly anti-people statutes of (he modern 
Indian state. The book under review is a 
compilation of articles of a coterie of such 
middle of the road and essentially pro- 
establishment .scholars and researchers with 
one stray grass roots activist belonging to 
the third set of movements mentioned above 
thrown in for variety. 

The book tries at the same time to critique 
the forest policies of the state and particularly 
a draft lorcst bill that the government had 
prepared i n 1994 to repl ace the existi ng Forest 
Act and also provide a rccoid of the process 
of formulation of a so-called People's Forest 
Bill.Ibecritiquesof various aspects ol lorcst 
policy and the draft hill are mostly rehashes 
of the authors' articles published previously 
in EPW when tiK controversy was hot and 
are generally competent and so need not be 
discussed here. People not familiar with the 
nitty-gritty of forestry, forest policy and law 
arc well advised to read this book The 
alternatives proposed, being inspired by a 
collaborationist attitude towards the state, 
arc a clever charade of populism aimed at 
fooling the forest dwellers into co-operating 
with the state so as to blunt their natural 
militancy. In what follows these alternatives 
and the processes of their formulation are 
subjected to scrutiny. 


The Indian Forest \t.l 1927 csscnti.illy 
makes the Forest Oepaitment (FD) into a 
landlord in charge ot most forest land in this 
country and also provides lor the conversion 
ot any land not yet uiulci the FD into 
government forest land. This is achieved by 
structuring the act aiotind the basic concepts 
of reserved and protected (oresis where all 
and sundry arc forbidden to tiespass without 
the permission ol the FI). The dralt hill of 
1994 prepared by the govcinment retains 
this basically anti-people stiucture and 
substantially increases the preventive powers 
of the FD stal l and the penalties for violation 
of the act. Simultaneously it translers many 
decision-making powers from the states to 
the centre. It is basically a iiwil to sequester 
the country's forests for the needsof modem 
industrial development. .So the interests of 
forest dwellers cannot be protected without 
a total reiection of the act. 

Walter and company in their alternative 
draft have kept the basic structure ot the act 
intact and suggested (hat |oin( lorcst 
management (JF'M) between (he people and 
(he FD be adopted to give lorcst dwellers 
their share ol the forest resources. JF'M was 
initiated by some FD officials in the late 
1970s when it became evident that it was 
not possible to save foiests by policing 
methods. .Some illusory benefits arc promised 
to the people to entice them to protect the 
lorests. Time and again these benefits have 
not in the end matciialised because ot a 
number ol common socio-(xilitico-ecoiiomic 
laclorslhat have also bedevilled various other 
rural development schemes. Clearly JFM 
like the many single village watershed 
development succcssesol the Kalegan Shiddi 
variety is a rel orniist ploy to di vert the masses 
away from oiganising to mount a concerted 
hioadbased oflensive ug.iiiist the present 
model ol governance and development. 

All this has been brought out clearly by 
the activist Ashwtni Chhatre's article on 
JFM in the hook. Suiprismgly Ashwini. 
despite long stints in police lockups and jails 
prolcsiiiig the destructive policies of the 
W'orld Hank, fails to mention the latter's 
nefiiiioiis involvement in the promotion of 
JFM. Fhcnomcnal advances being made in 
bio technology have maile it the newest profit 
making frontier for MNC'.s. The raw material 
for this new industry is mostly to be found 
in the tropics which are rich in biodiversity 
due to a quirk of geographical history. There 
has consequently been a sudden show of 
concern by all international donor agencies 
led by the World Bank to conserve this 
tropical biodiversity for the benefit of the 
MNCs. They have picked up the JFM idea 
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and pushed it with all their strength and even 
extended it to the management of protected 
areas under the fancy name of eco- 
development. The idea is to save these 
protected areas as biodiversity niches in the 
midst of general degradation like islands. 
Experience has proved that this idea is 
impractical and almost all protected areas 
are degrading under pressureof vanous kinds. 
Thcreis now a proposal to amend the Wildlife 
Protection Act us well to further 
inconvenience the toresi dwellers. 

Coming to the process ot formulation of 
the draft itself it was not even partially 
rcprc.sentalive of the lorcst dwellers. The 
process was started by Walter. Many mass 
organisations belonging to the third category 
mentioned above took part in the initial 
regional meetings. (Needless to say the Tirst 
two kinds of movements did not take part 
in these consultations.) Then in the first 
national level consultation representatives 
of these mass organisations shot down the 
idea of amending the draft prepared by the 
government and proposed that instead it 
should be rejected in toto and mass 
mobilisations organised againstit. Thereafter 


these organisations withdrew altogether from 
the process. The process was then taken over 
by NGOs of various kinds with little or no 
mass ba.se and dominated by non-forest 
dwellers. Quite naturally the output was a 
hodgepixlge of JPM and the existing Indian 
Forest Act which will only perpetuate the 
alienation of the forest dwellers from the 
forests while fooling them into protecting 
them lor the benefit of the MNCs. To have 
submitted this draft to the government as 
being the people's draft is a gross betrayal 
of (he interests ol the millions of forest 
dwellers in this country. 

Similarly Madhuv Gadgil and Sheshagiri 
Rao have come up with a ‘People's Nature, 
Health and Education Bill' within the basic 
structure of panchayatt raj. Panchayats all 
over the country are still under the yoke of 
the bureaucracy and the state and central 
governments because there is not enough 
muss mobilisation around the issue of 
decentralised governance. When such a 
mobilisation takes place the people 
themselves will formulate their forms of 
governance and not look to Gadgil and Ran 
lor guidance. 


Several forest dweller mass organisations 
in western Madhya Pradesh which have spent 
over a decade fighting the FD and are now* 
involved in a pitched battle with the World 
Bank over its funding of a forestry project 
in the state have been forced by these 
circumstances to spell out their own forest 
policy as an alternative. When the forest 
dweller leaders sat down together they came 
up with very simple rules as follows: (I) All 
rights to the forest area in a village and the 
responsibility for its management should lie 
with the gram sabha; (2) No vehicles other 
than bullock carts and bicycles should be 
allowed into these forests. (3)The FD .should 
he left with the responsibility of assisting the 
villagers in preventing outsiders from coming 
into the forests and to check that forest 
products were not being smuggled out without 
the permission of the gram sabha. 

Simple as they are these rules are much 
mure effective than the verbose and 
complicated legal legacy of the British which 
we still carry like an albatro.ss around our 
necks. They are being implemented with, 
earnest in areas where (hc.se organi.sations 
are in total control of the lorests. 


EXPLORATIONS IN 
INDIAN SOCIOIJNGUISnCS 

edited by RA)ENDRA SINGH, 

PROBAL DASGUPTA and JAYANT K LELE 


This book is likely to affect the 
direction of sociolinguistic research 
in India...on account of clearly 
articuladng and bringing to focus 
the current reformist ideas on the 


Indian sociolinguisticscene... [It] is likely to play an influential role in the intellectual freedom 
of sociolinguistic studies in India... The book presents a clear theoretical perspective on 
sociolinguistics in the developing world. It is essential reading in that area. 

lASSI Quarterly 

Language and Development, Volume 2 
1995 • 260 pages • R$ 325 (cloth) 


In this collection of seminal articles, Lachman 
Khubchandani sets out a new agenda which 
probes thecontours of plurality consciousness 
studies of language. Focusing on the 
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strengths of complementary orientations, the volume covers a wide arena ranging 
from methodological constructs, the role of 
minority languages and diglossia, to language 
modernization and planning, and the role of 
language elites. 
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Urban Self-Government 

Beyond Financial Devolution 

Samuel Paul 

Report of the State Finance Commission (Relating to Urban Local Bodies), 
Government of Karnataka. Bangalore. 1996. 


THE relative importance of urban areas in 
the Indian economy is not well understood 
by most people. That our cities and towns 
account for only about 25 per cent of the 
population is often seen as a justillcation for 
the continued neglect of the management of 
the urban local bodies and their finances. Not 
many people realise that over two-thirds of 
ourGNPis generated in these areas. The vast 
majority of our skilled and technical labour 
force live and work in urban areas. The 
productivity of the capital and lab*'ur in our 
urban areas is in no small measure dependent 
on the adequacy and efficiency of the public 
services available in these areas. 
Nevertheless, neither the central government 
nor most of the stale governments have paid 
any attention to this problem and to the 
reform of urban local bodies and their 
finances. The 74thConstitutional Amendment 
has given a sense of urgency to this problem, 
though many state governments are vet to 
respond to the challenge. The government 
of Karnataka is therefore to be commended 
on the appointment of a FinanceCommission 
(under the chairmanship of G Thtmmaiah) 
with a focus on the finances of urban local 
bodies in the state. The report of the 
Commission was recently submitted to the 
government of Karnataka. 

There arc some important differences 
between the National Finance Commissions 
and the Slate Finance Commissions. The 
former is meant to reduce both vertical and 
horironlal federal fiscal imbalances while 
the focus of the latter is to transfer a part 
of the state revenues along with some 
functions to the local bodies. A second point 
to note IS that the scope of the Slate Finance 
Commissions is much wider than that of the 
National Finance Commission. These 
differences are adequately reflected in the 
terms of reference of the Karnataka State 
Finance Commission (KSFC) which were to 
(1) determine the principles governing the 
distribution of the state taxes, duties and 
other revenues between the state government 
and thg urban and rural local bodies, and the 
taxes, duties and fees that may be assigned 
to or appropriated by the local bodies; (2) 
lay down the basis for grant-in-aid to the 
local bodies from the consttlidatcd fund of 
the state; and (3) propose measures for improv¬ 
ing the financial position of the local bodies 
and offer suggestions to improve the Resource 
utilisation and repayment of government dues 
by local bodies. The present review pertains 
to the KSFC report on urban local bodies 
and their finances. A similar report on rural 


local bodies is expected shortly. 

KSFC’s approach to its terms of reference 
was rather unique and its methodology 
deserves to be noted. Unlike the National 
Finance Commissions which have followed 
a ‘gap filling approach'. KSFC tcit that it 
should explicitly start with the goal of 
providingaminimum level of cssential/piihlic 
scrviccs to the population living within the 
Jurisdiction of Karnataka's urban local bodies 
(ULBs), and then work out the financial 
implications of achieving this objective. 
Basically, this seems to be an iterative 
approach that took into account the 
implications of both the desirable levels of 
public services and the funds required for 
this purpose. It identi lied .safe dri nki ng water, 
sanitation and sewerage, street lighting and 
roads as the essential services that need 
priority attention and established reasonable 
norms for their upgradation in ULBs by the 
target year 2(X)I. it decided to replace the 
present system ol sharinga portion of specific 
state taxes with local hixiics with the concept 
of a share in the total non-loan gross own 
revenue receipts ot the slate. KSFC then 
estimated that 36 per cent of the non-loan 
gross own revenue receipts of the slate would 
need to be alUKated to the local bodies in 
order to achieve this objective. This was 
found to be about 1.7 percent more than what 
the ItKal bodies were getting at the present 
time. At current prices, the new formula will 
fetch Rs 377.30 crore to the ULBs, giving 
them a net addition of Ks 214.30 crore by 
21K)0-2001. Clearly, this increase is unlikely 
to place an undue financial burden on the 
state government. 

KSFC then proceeded to lay down the 
criteria for the alkK-ation of 36 per cent of 
the non-loan gross own revenue between 
ULBs and the panchayat raj instituliv/ns 
(PRIs). As we arc reviewing here only the 
ULB pan of the report, we do not propose 
to go into this matter in detail It will suffice 
to note that the three criteria proposed l-y 
KSFC arc (a) the proportion of population 
involved; (b) the extent of the area covered; 
and (c) an index of backwardness comprising 
illiteracy rate, number ol persons per bed in 
government hospitals, and road length per 
sq km of area. Fxjual weights were assigned 
to these criteria. 

The allocation of the devolution to 
individual Ui.Bs is to he in the form ol 
earmarked grants for the upgradation ot 
essential services according to specified 
standards. The balance amount is to be 
provided as a block grant. If there is a gap 


still left in the total budgetary jHisition ot a ' 
ULB. It should be filled by either its own ' 
additional revenue clforis, economy in 
expenditure or both KSFC has thus dearly 
avoided the gap filling appioacli' 

K.SFC has made a numbci of usclul 
recommendations to the govcininem of 
Karnataka, of which the majoi ones arc 
highlighted below: (I) li has pro|Hised the 
replacement ol the system of sharing a portion 
of some specific taxes of the .stale government 
by a share of the “non- loan gross own revenue 
receipts" of the state government. Loan 
receipts from the divisible pool arc to he 
excluded as they involve repayment obli¬ 
gations. As noted above, this recomniendu- 
lioit would lead to an annual iransfei ol about 
Rs 191 crore Irom the state goveinmciit to 
the urban local bodies over the next five \ 
years. (2) It has recommended that the funds 
available to urban local bodies under the 
awaid ol the Tenth Finance Commission 
should be treated as additionality and not as 
a par' of plan funds as recommeiided by the 
Finance Commission. (3) Karnataka's share 
as per the Finance Commission's recommen¬ 
dations for local biKlics should be u.sed to 
provide earmarked grants for reconstruction, 
improvement and lepairs of s|K'cific assets 
of urban local bodies ovci the next five years. 
(4) When the stale government gives loans 
to local bodies under externally aided 
programrttes, the pioeceds should be kept 
outside the purview of the scheitte of 
devolution If they are grants, the amounts 
should be adjusleil ag.unsi their devolved 
funds. (5) In luiure, state government should 
include the re(|uirements ot local bodies in 
their memorandum to the Nulioiial Finance 
Commission so that the latter gets a fuller 
picture of the financial needs of these bodies. 

(6) K.SFC has recommended that drinking 
water, .sanitation, undeiground sewerage, ■) 
roads and sheet lights must be considered 
to b(' the most essential services tor all urban 
local bodies. The standards of these services 
are proposed to be upgnided in the next five 
years, using a part of the devolved funds. 

(7) There should be a common legislation 
for all caiegoitcs of urban local bodies. 
L<Kal txidies should be empowered to levy 
tax on all slate and central government pro¬ 
perties and on properties owned by educa¬ 
tional insiiiulions and philanthropic organi¬ 
sations. Thccomnnssion, however, is against 
the leiiitroduction of octroi. (8) The .stale 
government should ap|K>int an Adminis¬ 
trative Retorms Commission to recommend 
reorganisation of the stale government's 
admunstrativc structure, including municipal 
administration. 

The thrust of thc.se recommendations is to 
.strengthen the resource position of ULBs 
and to enable them to upgrade the standards 
and quality of essential services being 
delivered by them. KSFC has rightly 
idcnlified the growing decay of urban areas 
in Karnataka as a major problem. Some of 
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its recommendations arc designed to ensure 
a fairer treatment of the dificrent types of 
ULBs. Tile commtssion has been forthright 
in its criticism of the inadequate resource 
mobilisation by local bodies, especially the 
largercity corporations. Its iccommendations 
for improving the administration of local 
bodies are also sound and timely. Overall, 
the commission needs to be commended for 
presenting a well thought out, consistent and 
balanced set of lecoimiiendations to the .stale 
government. 

The big question, liowevei, is whether the 
commission has gone far enough. Given the 
severity of the problem highlighted in this 
report, the increase in the local bodies’ share 
of the divisible pool recommended by the 
commission seems to he a rather inadequate 
response. An annual increase of Rs 214 crorc 
at current prices by year 2001 is not small, 
but still IS unlikely to make a dent on the 
problems pointed out by K.SFC. Much will 
depend on the rate of inHation m the next 
five years. Bangalore City Corporation’s 
expenditure as a share ol the total state 
government’s expenditure has declined over 
the past six years, despite the fact that 
Bangalore is the fastest growing area of the 
•State. 'ITie capital investment requirements 
of urban local bodies are substantial and it 
is the failure to deal with this issue that has 
led to progressive decay and the neglect ol 
services. 1’hc K.SFC proposal therefore docs 
not do justice to the resource needs of the 
urban arcus that .icenuni for nearly two- 
thirds of the .state’s output. It might be argued 
that there are other financial agencies to 
provide long-term funds. But we know that 
these sources are inadequate and their ability 
to supervise and enforce tiscal discipline 
leaves much to be desired. 

A basic problem is that this State Finance 
Commission has only looked at the scope 
for devolution of funds from one level of 
government to another. It is as if local bodies 
are an adjunct to the slate government, to 
be fed by .shares and doles from above. The 
spirit of the 74th Amendment that seeks to 
decentralise and empower local bodies is not 
much in evidence. The time has come for 
state governments to he told that local bodies 
should he encouraged and enabled to raise 
funds from the capital market to meet their 
long-term needs. They should be helped to 
expand and improve their services with such 
funds and to price their services so that 
borrowings can be properly .serviced. They 
.should certainly improve theirtax collections, 
and not let one-third to one-half of the 
properties go uniaxed tus seems to be the case 
in Bangalore. This will call forareorientation 
of the management of our cities and the 
conduct of their affairs in a mure business¬ 
like fashion. It will require greater autonomy 
for local governments, not only in finances, 
but also in personnel matters. At least all city 
corporations should be managed by 
professionals with a long-term commitment 


to thc.se bodies and not by deputed personnel 
from other government departments. Many 
cities around the world are run on these lines 
and do not face the kind of decay this report 
has depicted about the Karnataka cities and 
towns. In India, cities like Ahmedabad and 
Mumbai are moving in to tap the capital 
market. Improved tiscal discipline and public 
accountability will come about only when 
this approach is adopted. At least the larger 


cities could lake this route, thus reducing the 
burden on stale governments to continually 
feed the urban bodies. Perhaps, the terms of 
reference of the commission whose work is 
reviewed here did not permit it to examine 
these larger issues, perspectives and options. 
One hopes that State Finance Commissions 
in future will be asked to probe these matters 
and their implications lor the planning and 
management of our cities. 
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Social-Ecological Research in India 

A ‘Status’ Report 

Ramachandra Guha 

/•oc usiii}; on the disciplines of sociology and social anthropology, hut noting contributions /n econoini.\ts and 
historians and hy socially sensitive scientists as well, this essay studies the contributions of social science to 
the environmental debate in India, The emergence and consolidation of social scientific work on the natural 
environnu nt, its strengths and its silences, are explained with reference to broader political and intellectual 
processes in the history of independent India. 


I 

Introduction 

Tl 11S ess;iy si iiclics 1 he coni nhutions ol social 
science to ihc cnviiomnental debate in India 
The ‘enviionincntaUlebate' niiitlilbedet'ined 
as the constellation ol lolien coiniK-ting) 
views on human relations with nature, us 
they exist in the |)u-sent and as they might 
es'isl in the lutiire - the deh.itc thus having 
an empirical as well as an utopian content. 
Its participants include politicians and 
aclivisis apait lioin social scientists, hut in 
coiitiast to the other two groups, the 
orientation ol the latter is characteristically 
analytic and descriptive rather than 
ideological and prcsciipli ve. .Social scientists 
have not been lemiss in charting Ihc path to 
a greenei society, hut their primary task 
remains a ‘ccicntilic' one; viz. ihe study ol' 
the stiiicluics. values and institutions which 
legiilale ihc use and abuse ol natuiai 
re.souices. 

I locus here on the disciplines of .sociology 
and social anthropology. I also note 
conirihiitions by economists and historians, 
and by sociologically sensitive scientists as 
well. Although the text and bibliography 
provide a faiily comprehensive listing of 
important work.; including works hyloreign 
scholars), the essay is interpretative rather 
than definitive. Thus the emergence and 
eon.sohdation of social scienti fic work on Ihc 
natural environment, its strengths and its 
silences, aie explained with reference to 
bniadcr political and intellectual processes 
in the history of indept ndent India. 

In India, aselscwherc. sociologit al research 
has been closely linked lothe rise and maturity 
of the environmental movement. One might 
distinguish between two waves of 
environmentalism: an earlier period ol 
pioneering and prophecy, and a more recent 
phase when intellectual concern has been 
allied to a popular social movement. The 
first wave peaked in Ihe inter-war years, 
when an array of writers published a scries 
of now forgotten studies which foregrounded 
the ecological infrastruclurcoflndian society 


|cl Ciuha 1W2|. Alter the attainment of 
political independence in .August 1947 began 
an age of ecological innocence, when the 
urge to industrialise and ‘catch up’ with the 
developed world relegated environmental 
concern to the background. It was only from 
Ihc early 1970s that this concern re-cmerged 
in the form of a vocal and articulate social 
movement. In this second wave of 
environmentalism (which is our focus here) 
the groundswcll of public support, rather 
tha.ii developments within Ihe academy, has 
created the conditions lor the elaboration of 
an ecologically inlormcd social science.' 

II 

Environment Debate in 
Contemporary India 

In the first few months of 1973, within 
weeks of one another, occurred these three 
events; 

(1) In April, the government of India 
announced the launching of Prtijcct figer, 
an ambitious conservation programme aimed 
at protecting the country's national animal. 
Owing to human population growth, 
expansion of cultivation at the cxpcn.se of 
forests, andtcspecially) hunting for pleasure, 
the population of the .species h^ plummeted 
from an esttmated 40,000 tigers at the turn 
of the century to less than 2,(K)0 in 19‘JO. 
Indian conservationists, encouraged and 
helped along by international bodies like the 
World Wildlilc Fund and the International 
Union for the Conservation of Natur>., 
prevailed upon the government to initiate 
.systematic attempts to protect the tiger, by 
banning hunting and setting aside large areas 
as national parks, where human activities 
were to be strictly regulated. Project Tiger 
now has within its ambit some 20 sanctuaries 
spread all over the country. It has also .served 
as a model for similar scheme:, tor the 
protection of other endangered species such 
as the elephant and the rhinoceros 
[Rangarajan 1996b]. 

(2) In its issue of March 31, 1973 the 
Economic and Political Weekly publi.shcd a 


lenghty and impressively ihoroiigli paper by s 
IIB Vohra entilled ‘A Charter lor the Land’. 

The authoi, a high official in ilie ministry 
ol agriculture, drew attention to the extent ' 
ol erosion, waterlogging and other lorins of 
land degradation in the country Vohracallcd 
for the formulation ol an cficctive polity to , 
deal with these problems, and also for the 
trealion of govcrnnicnt dcpartincnts to 
monitor and manage environmentally . 
appropriate land use. While the causes of . 
degradation were many and varied, the state ‘ 
was held to be the agency most capable of 
initialing,remedial action: “the centre has no < 
option but to obtain a comiiiandina position 
for itself in the field ol land and soil ' 
management through financial and ad- ; 
mimstrative means" (Vohra 1973|. This I 
was Ihc first visible sign ol official concern : 
at the accumulating evidence of ciivirtni- ; 
mental deterioration, a modest lorerunner i 
of the creation ol a National Cominiltce j 
lor Lnviroiimcnial Piotection and Control i 
later that year, ol a dcparimcni of environ- | 
nient in I9K(), and ol a lull-Hedged ministry 
of environment and loiests five years 
later 

(3)()n March27,1973 in Maiidal, a remote ■ 
Himalyan village high up in Ihc upper j 
Ciangelic valley, a group of peasants stopped I 
a group ol loggers from felling a stand of i 
hornbeam trees. Ilic trees sUKid on land J 
owned by the state forest department; while 1 
the pc.isants had previously been denied | 
access to them lor conversion to agricultural | 
I mpicmcnis. the loggers were acting on behalf 'i 
of a sportsgoods company in distant J 
Allahabad, who had claimed a government '■ 
contract to fell the trees for ti.sc as badminton \ 
rackets. The peasants now prevented felling J 
by ihreatciiing to hug the trees. Behind their - 
protest lay the claims of justice and tradition, .J 
the legitimate subsistence requirements of - 
local villagers being set against the 
commercial interest ol out.sidcrs. Ilic Mandal ; 
episode sparked a series of similar protests 
through the 1970s, a dozen or more episodes 
whereby hill peasants stopped logging 
contractors from felling trees tor external 
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TCVWVtl?.. These protests collectively 
constitute the ‘Chipko’ movement, 
recognised as one of the most famous 
environmental initiatives of our times fcf 
Mishra and Tripathi 19781. 

Thrceevents, apparently unconnected, but 
each the harbinger of major changc.s in (he 
environmental field. All were (and are) 
signillcani in the ecological history of modern 
India, yet it was Chipko that alone captured 
a wider public, setting alight the spark of 
consciousness that was to fuel a popular 
social movement. 'I'hca- were several reasons 
for this. First, Chipko was authentically 
endogenous (and indigenous), not a product 
of international pressure but a creation of 
self-motivated peasants. .Second, its historic 
and cultural as.sociatinns were instantly 
recognisable, these were its presence in the 
valley ot the Ganges, home to some ol the 
holiest shiines in India, and its innovativciy 
non-violent techniques of protest, which 
recalled the freedom movement and Gandhi. 
Third, Chipko articulated a truly social 
ecology - where Project Tiger ftKUscd on 
wildlife, and B B Vohra on sustainable land 
management through slate control, this 
movement of Himalayan peasants raised 
questions of equity and justice while not 
failing to highlight either the threats to 
ecological stability posed by commercial 
forestry. Finally, and most significantly, 
Chipko was representative ot a spectrum ot 
natural resource conflicts (hat erupted in 
different parts of India in the I970.s and 
1980s: conflicts over access to forests, fish 
and grazing resources; conflicts over the 
effects of industrial pollution and mining; 
and conflicts over the siting of large dams. 

Chipko became famous owing to.symbolic 
resonances unique to it, but its wider social 
reprc.scntativenes.s must not be overlooked. 
For it is merely the best known of a scries 
of nature-based conflicts in contemporary 
India. These conflicts are played out against 
a backdrop of visible ecological degradation, 
the drying up of spnngs, the decimation of 
forests, the erosK>n of the land. 'ITiis has led 
in turn to acute resource shortages, and hence 
to the clash between competing claims - be 
they of peasants and paper mills over forest 
land or of countryboat owners and trawlers 
over fish stocks. Where ‘traditional' class 
conflicts were waged in the cultivated Held 
or in the factory, these struggles are waged 
over the gifts of Nature, such as forests and 
water, gifts that are coveted by all but 
increasingly monopuli.scd by some. 

The language of class is apposite, for the 
most characteristic of the.se conflicts have 
indeed opposed rich to poor: logging 
companies against hill villagcrs.dam builders 
against forest tribals, multinational 
corporations deploying trawlers against 
artisanal fisherfolk rowing countryboats. 
Here one party (c g, loggers or trawlers) 


seeks to step up the pace of resource 
exploitation to .service an expanding 
commercial-industrial economy, a process 
which often invoIve.s the partial or total 
dispossession of those communities who 
earlier had control over the resource in 
question, and who.se own patterns of 
utilisation were both less energy and capital- 
intensivc and less destructive of the 
environment. 

More often than not, the agents of resource 
intensification are given preferential 
treatment by the state (which usually claims 
formal proprietary rights over the resource 
in contention), through the grant of generous 
long leases over mineral or fish .stocks, for 
example, or the provision of raw material at 
an enormously subsidised price. The injustice 
so compounded, local communities at the 
rccci ving end of this prticess have no recourse 
except direct action, resisting both the state 
and outside exploiters through a variety of 
protest techniques. Tlicse techniques of direct 
action have often used traditional networks 
of organisation, the vi llagc and the (nbe, and 
traditional forms of protest, the ‘dhama’ or 
sit-down strike and the ‘bhook hartal' or 
hunger-fa.st. 

There has thus been an unmistakable 
material context to the upsurge of environ¬ 
mental conflict in contemporary India, 
provided by the shortages of. threats to. and 
struggles over natural resources. One can 
understand each of these conflicts sequen¬ 
tially, as an unfolding of the processes of 
dcgradation-shortagcs-protcst-controversy 
(local(-controversy (national). Applying this 
scheme to Chipko, for in.stance, we note that 
deforestation in the hills led on the one hand 
to shortages of fuel, fodder and small timber 
for local communities and also to shortages 
of raw material for wood-based industry 
(with Himalayan timber being especially 
prized, as the only .source of softwood in 
India). When the state inclined markedly in 
favour of one party to the conflict (industry), 
the other (peasants) responded through 
collective action. Picked up by a press that 
is amongst the most voluble in the world, 
the protests then gave shape to a debate on 
how best the Himalayan forests should be 
managed (by communities, the state, or 
private capital), on what species should be 
planted and protected (conifers, broad-leaved, 
or exotics), and on what should constitute 
the forest’s primary product (wood for 
industry, biomass for villagers, or soil, water 
and clean air for the community at large). 
Finally, this region-specific debate led in 
turn to a national debate on the direction of 
forest policy in the country as a whole. 

One might fruitfully apply this frame¬ 
work to other nature-based conflicts in 
contemporary India. These conflicts have 
sparked a lively, nationwide debate on the 
state of the environment, on the .sustainability 


of different technologies, ideologies and 
social .systems. The conflicts and the debate 
constitute, so to speak, the ‘private’ and the 
‘public’ faces of the environmental 
movement. We can distinguish [cf Guha 
1988] three major and competing ideological 
trends in the environmental movement: 
Crusading Gandhians, who turn their back 
on modemi.sation altogether, looking towards 
a revival of a pre-colonial vilhigc-centred 
order; Ecological Marxists, who sec social 
redistribution as logically prior to ecological 
sustainability; and Appropriate Technology, 
the must practice-oriented of the three, which 
seeks to develop and apply technical and 
institutional alternatives to the centralising, 
inequitous, and environmentally destructive 
process of development in independent India. 
These are the three most robust and 
representative strands in the environment 
debate, but two other trends should also be 
mentioned: wildlife conservationists, who 
work with a more or less single-point agenda, 
the protection of wild species and wild 
habitats; and scientific conservationists, who 
.seek to strengthen the .state, in their view the 
only biHly capable of taking a rational, long¬ 
term view on what constitutes sustainable 
development. 

Ill 

Styles and Trends in Research 

Phask I: Sii-KNCti OF Social SrihNcr- 

In 1982 appeared The State of India’s 
Environment: A Citizens' Report. Produced 
by the New Delhi-based Centre for Science 
and Environment, the report provided a 
magisterial overview of the cycle of 
degradation-shortagcs-protest-controversy 
(local)-controversy (national), with plenty 
of vivid illustrations drawn from different 
regions and resource-sectors. Its tone was 
impassioned and eloquent, its language crisp 
and uccc.s.siblc, aimed at a general public 
rather than the community of scholars. A 
more weighty .sequel appeared in I98S; the 
two citizens’ reports on the Indian 
environment |CSE 1982 and 1985] 
constituting a feat of reportage that quickly 
became a model for other countries and other 
research institutions.^ 

Both the CSE reports end with a listing 
of sources; the books, articles, monographs, 
news reports and personal communications 
that went into their writing. From this listing 
it appeared that in the decade leading up to 
the publication of the reports (roughly 1975 
to 1985) three sets of people were studying, 
documenting and reflecting on the processes 
of human-ecological change in India. The 
first were the journalists, who ranged from 
internationally renowned figures writing in 
English to lesser-known but no less engaged 
.scribes writing in Indian languages.^ 'The 
second were the social activists, some of 
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whom worked in city-based NGOs, with 
others more directly associated with popular 
movements.'* A third, to whom we may now 
devote a little more time, were .sociological I y 
informed scientists. 

The leading centre of scientific and 
technological research in India, its MIT, 
Cambridge and Tubingen so to say, is the 
Indian Institute of .Science in Bangalore. The 
quality of its research and teaching has never 
been in dispute, but its relevance to society 
sometimes has. For the world-class 
mathematicians, physicists and biologists on 
its staff are oriented largely towards 
publication in western journals tittle read in 
India; while the dozensof PhDs they annually 
produce more often us not end up in an 
American university, part of the ever-growing 
‘brain drain’. Within this milieu, an island 
of (west-centred) excellence in an ocean of 
(Indian) poverty and drudgery, arose in 1974 
a movement to 'correct the urban bias' in 
the programmes of the Institute by fashioning 
a science for the villages, a science for the 
rural poor. Thus was formed the Centre for 
Appropriate .Science .and Technology for 
Rural Areas (ASTRA), whose prime mover 
was A K N Reddy, a profes.sor of chemistry 
attheln.stitute[.scc,fordctails.Jagadish 1993]. 

In the two decades of its existence ASTRA 
has worked towards the development and 
widespread dissemination of environmentally 
sound, low cost, and decentralised 
technologies, as for example mud-block 
houses, biogas plants, and impmved cooking 
stoves. On a mure acailemic plane, it has 
conducted studies of the flow of energy and 
biomass in village ecosystems, mappinghow 
peasants do or not fulfil their material 
requirements from the local environment. 
Reddy himself has been an early exponent 
of environmentally sound development. An 
essay of 1978 identified the goals of ‘eco- 
developmcnt’as first, the satisfaction of basic 
needs, especially of the ptnirer segments of 
the population; second, endogenous self- 
reliance. both in teims of using local raw 
materials and through social participation 
and control; third, harmony with the 
environment, so as to ensure the long-term 
sustainability of the development process 
[Reddy 1978; cf also Reddy 1979], In its 
work ASTRA has akso been alert to the 
sociological dimension, viz, the interplay of 
caste and gender in the village and the factors 
that constrain or promote the social adoption 
of technology. 

An early participant in the ASTRA 
experi ment was the ecologist M adhav Gadgil. 
A scientist whose temperament took him 
away ftom thelaboratory into the field, Gadgil 
had already conducted research on sacred 
groves in rural Maharashtra, the beginnings 
of a deep-rooted interest in indigenous 
conservation .sy.stcms [Gadgil and Vartak 
1973. Gadgil 1985]. With the anthropologist 


Kailash Malhotra he then commenced a study 
of the pastoralists of peninsular India, using 
concepts of territoriality and niche 
diversification to understand the human 
ecology and foraging strategics of shepherds 
and herders [Gadgil and Malhotra 1982). In 
1982 Gadgil helped set up a Centre for 
Eicological Sciences at the Indian Institute 
of Science. The new centre combined formal 
scientific studies of biodiversity and animal 
behaviour with stKial research on modes of 
resource use and applied work on ‘cco- 
development’. 

Reddy and Gadgil, clcctrocheinist and 
mathematical ecologist, respectively, must 
be reckoned as the pioneers ol ‘social- 
ccological' research during the second wave 
of environmentalism.^ Their work had 
parallels-in intention if not in details of 
execution-in some of the contemporaneous 
writings of journalists and activists but not, 
it seemed then, among social scientists. 

PiiASi: II; AniviTY or .Sik-iai. .SciiiNn- 

The years up to and including the 
publication of the Citizens’ Reports were 
marked by the conspicuous inability of social 
scicnti.sts to recognise the existence of 
environmental degradation or the popular 
responses in it.* Prior to 1982, one finds only 
the odd example of ecologically-oriented 
research by professional scK'ial scientists. 
The three isolated exceptions that come to 
mind (thete may indeed be no more) arc an 
important theoretical critique of the inability 
of orthodox economics to come to terms with 
the ‘crisis of ecology’ [.Singh 1976]; a 
historical analysis of canal irrigation thiit 
highlighted its tangible environmental 
externalities in the form of waterlogging and 
soil .salinity [Whitcombe 1972]; and an 
anthropological reconstructionof indigenous 
irrigation sy.stcms in Bihar [Sengupta 1980; 
but cf also Ludden 1985]. However, since 
1982 social-ecologial research has been 
rapidly gathering pace, spurred into action 
by the tremendous reception and public 
impact of the tTSE reports. This growing 
body of work might be classified under three 
heads, two according to discipline, the third 
by theme: 

(1) History: The need to appraise all of human 
history from an ecological perspective 
notwithstanding, in the Indian context it is 
the peritxl of British colonial rule which has 
been identified as a crucial ecological 
watershed, in the sense that it brought with 
it novel techniques of managing and 
destroying nature, while simultaneously 
instituting laws and procedures that radically 
undermined indigenous patterns ol resource 
use. Rc-search on the ecological history of 
different regions has generally studied .some 
or all of the following variables; 

(i) the human ecology of peasants, 
pastoralists. swidden agriculturists, etc, with 


a p.micular focus on the social and cultuial 
institutions th.ti lacililatcd - oi hiiidcicd - 
‘sustainable’ use, 

(ii) the relations of powei whL!'. governed 
natural resource uiilisaiion, and the impact 
on them of changing icchnologics, 

(iii) the legal .ind scicntitic lechniqucs brought 
in by the British to manage Iop-sk fisheries, 
water, etc, several of which (such as the 
Indian Forest Act) are soil in operation today; 

(iv) The social consequences ol state 
intervention, including protest movements, 

(v) the environmental consequences of 
colonial rule, such as delorestation and 
pollution, the corning in ol new species, and 
changes in human deiiiogiaphy ’’ 

(2) Sociologw Conllicts over nature, so 
visible in contemporary India, piovide an 
ii'tcresting counterpoint to two othei types 
ot scK-'io-cconomic conllict lietter known to 
soeiologisis. Tbese are. of ctimsc, conlliels 
over land - between peasants and the stale, 
or between lantllords ami larin labtiurcrs -. 
and those within the factory - belween 
workers and capitalists, or between capitalists 
and the state. Agrarian and imlustrial conllicts 
have been the staple ol scholarly work for 
generations, by conirast, sociological 
research on conllicts over Nature and naitiial 
resources is only jusi beginning 

Protif of tjic lag belween society and 
scholarship is provided bv the tact that 
sociological studies exist only of the two 
most celebrated environmental conllicts in 
the country. Gtiha (19K9I investigates the 
sociology and mythology of t’hipko, while 
Baviskarl 1995) provides an analysisoflribal 
participaiion in the Narmad.i Bachao 
Andolan. the struggle ol people to be 
displaced by the massive .Sardar .Sarovar 
dam in central India iBoih studies also 
cxploie the ideologies used lo explain, 
advance or jusiily these soci.il inovemeni.s.) 
In time. perh.ips, .sociologists will begin lo 
systematically study the less visible of these 
conflicts, which do occur on a variety of 
scales - troin within individual villages to 
an entire district - and over a range of 
resources ■ loresis. grazing ground, water, 
fi.sh. wild animals, and minerals.** 

(3) Common Properly Studies: The third 
category comprises a set of studies by scholars 
'roin varied disciplinary backgrounds, hut 
united by an interest in the management of 
common property rcsouiccs. This work 
corrects a bias in rural sociology and 
agiicultural economics, which has tended to 
focus exclusively on cultivated land while 
neglecting the wider ecological context of 
agriculture The most famousof such studies 
is by N S Jodha, an economist with an unusual 
penchant for living in the field. In the early 
l9K0s Jodha co-ordinated a massive 
countrywide study of the dependence of the 
rural poor on common property resources, 
covering 82 villages spread over 21 districts 
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of seven states. His main interest was in 
quantifying the contribution of the commons 
to the income of rural households, 
disaggregated by ecological regmn and by 
social class [Jodha l‘)86]. Other scholars 
have been more concerned with the 
institutional framework of natural resource 
management Classilying this by now fairly 
substantial literature by .sectors, we have 
.studies ol pasture and pastui age [Braru 1987; 
KavcKin 1996; Chopra cl al 1989]; of forests 
(Fernandes and Menon 1987; Chambers cl 
al 1989; Nadkarni 1989; .Somanathan 1990; 
Sasena 1994; PolTcnbcrgcr and McGean 
1996|;ofwaterlSengiipta 1985; Wade 1989; 
Bandyopadhyay 1987; Bhutia 1992; Mishra 
1994; .Singh 1994); ofniral energy (Vidyarthi 
1984; Agarwal 1986]; and of fisheries [ Kunen 
and Achari 1990; Kurien 1993]. 

In these studies the sociological emphasis 
has varied according to researcher: some 
have .souglit to understand the functioning 
and viability ol indigenous .sy.stems of forest 
or water management: others, following in 
the tracks ol the ‘Tragedy of the Commons’ 
debate, have focused on the forces favouring 
or impeding collective action; yet others 
have highlighted the conflict between 
traditional and modern systems of resource 
u.sc. Notwithstanding their empirical depth, 
all the studies also have an applied dimension, 
being contributions both to scholarship and 
to policy debates on development 
alternatives. In the realms of forest, water, 
fisheries and energy management, then, these 
works have outlined the ‘sustainability’ of 
different technical and institutional 
alternatives, each reckoned in terms of its 
socio-cnvironmonlal costs and benefits.'-* 

IV 

From Experience to Theory 

There has been a rich and vibrant 
environmental debate in India; ami there is 
also now, despite a delayed start, a rich and 
accumulating collection of scholarly works 
on ‘social ecology’. Yet there exists a wide 
chasm between the utopian visions of 
Crusading Gandhians or Ecological Marx isis 
- with both asking, albeit in different ways, 
for a wholesale rcconstruclitm of society - 
and the fine-grained, focused, nosc-to-thc- 
gruund studies of social scientists on the 
management of water, pasture, forests or 
fisheries. The latter work is bounded by 
region or resource, the former is free and 
unconstrained, seeking to turn the nation 
(and Nature) upside down. How does one 
begin to fill the space between the utopias 
of the activists, exuberant in speculation if 
impo.ssibicorrealisation. and the monographs 
of academics, brimming over with tables and 
case studies but with little relevance to the 
next di.strict or another resource'.' How does 
one. in other woids, begin to develop a 


theoretical framework that shall provide a 
better .scientific understanding of society/ 
nature and at the same lime be lorward- 
looking, aiding the ambitious ‘search for 
su.stainability”.' 

Elements of such a framework have been 
suggested by the ecologist Madhav Gadgil, 
and developed in a book co-authored with 
the prc.scnt writer.*® This model rests on a 
fundamental opposition between two groups, 
tenned omnivores and ecosystem people, 
respectively. The two groups arc 
distinguished above all by the size of their 
‘resource catchment’. Thus omnivores, who 
include industrialists, rich farmers, state 
officials, and the growing middle class based 
in the cities (estimated at in excess of 100 
million), have the capabililily to draw upon 
the natural resources of the whole of India 
to maintain their li Icstylcs. Ecosystem people, 
on the other hand - who would include 
roughly two-lhinis of the rural population, 
say uhout 4(X) niillioii people - rely for the 
most part on the resources of theii own 
vicinity, from a catchment of a few dozen 
square miles at best. .Such arc the small and 
marginal farmers in rain-fed tracts, the 
landless labourers, and also the heavily 
re.source-depcndent communities of hunter- 
gatherers, swidden agriculturists, animal 
herders and wood-working artisans, all 
stubborn ‘pre-modern’ survivals in an 
increasingly ‘post-modern’ landscape. 

The process of development i n independent 
India has been charactcri.sed by a basic 
asymmetry between the omnivores and the 
ecosystem people. A one-sentence definition 
of development, as it has unfolded over the 
last 50 years, would be; ‘Development is the 
channcli.sing of an ever increasing volume 
of natural resource.^, through the intervention 
of the slate apparatus and at the cost of the 
stale exchequer, to .subserve the interests ot 
the rural and urban omnivores’. Some cenli al 
features of this process have been: 

(1) The concentration of political power/ 
decision-making in hands of omnivores (cf 
also Bardhan 1984]. 

(2) Hence the use of the state machinery to 
di vert natural resources to islands of omnivore 
prosperity, especially thrtmgh the use of 
subsidies. Wood for paper mills, fertilisers 
for rich farmers, water and power for urban 
dwellers, are ail supplied by the state to 
omnivores al well below market prices. 

(3) The cr'turc of subsidies has fostered an 
indifference of omnivores to environmental 
degradation caused by them, aided by their 
ability to pas.s on its costs to ecosystem 
people or to society at large. 

(4) Projects based on the capture of wood, 
water or minerals - such eucalyptus 
plantations, large dams or open-cast mining 
- have tended to dispossess the eco.system 
people who previously enjoyed ready access 
to those resources. This has led to a rising 


tide of protests by the victims ofdevelopment: 
Chipko. Narmada and dozens of other protests 
that we know collectively as the ‘Indian 
environmental movement’. 

(5) But development has also permanently 
displaced large numbers of eco.sy.stcm people 
from their homes. Some 20 million Indians 
have been uprooted by steel mills, dams, and 
the like; countless others have been forced 
to move to the cities in search of a legitimate 
livelihood denied to them in the countryside 
(sometimes as a direct consequence of 
environmental degradation ]cf Fernandes and 
Ganguly-Thukral 1988; Ganguly-Thukral 
1992). Thus has been created a third class, 
of ecological refugce.s, living in slums and 
temporary shelters in the towns and cities 
of India. 

This framework, which divides the Indian 
population into the three socio-ccological 
classes of Omni vores, ecosystem people, and 
ecological retugees, can help us understand 
why ecoiMimic development since 1947 has 
destroyed Nature but also failed to remove 
poverty. What then is the prospect for the 
future'.'Considertwo well known alternatives 
already prominent in the market-place of 
ideas: 

(1) The Fallacy oj the Ronumtic Fcoiiomisi, 
which states that everyone can become an 
omnivore, it only we allow the market full 
play. That is the hope, and the illusion, of 
globalisation, which the Indian ruling class 
has now publicly and enthusiastically 
embraced. But this is nonsense, for(althuugh 
the businessmen and economists will 
resolutely refuse to recognise it), there arc 
clear ecological limits to a global consumer 
society, to all Indians or Mexicans attaining 
the lifcstylcof an average middle-class North 
American. Can there be a world with one 
billion cars, an India with 200 million cars'.' 

(2) The Fallacy of the Romantic Environ- 
nieiitalixt, which claims that ecosystem 
people want to remain ecosystem pwpic. 
I'his IS the anti-modern, anti-western, anti¬ 
science position of some of India’s best 
known envirunmentali.s(s ]cf Bahuguna 1983; 
Shiva 1988;Nandy 1989]. But this is equally 
a fallacy, for the poor want to enhance their 
own resource consumption, to gel some of 
the benefits of science, development, and 
modernity - in the form of cheap and safe 
cooking fuel, for example, or quick and 
reliable transport, or .stable hou.scs that can 
outlive one monsoon. To prefer gas to dung 
for your stove, a carlo a bullock-cart for your 
mobility, a wood home to a straw hut for 
yuurfamily, is to move towards more comfort, 
more well-being and more freedom. These 
are choices that, despite specious talk of 
cultural difference, mast be made available 
to all humans. 

Rejecting both these fallacies, we offer 
instead a charter of sustainable development 
that works to remove or mitigate the 
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asymmetry between omnivores and 
ecosystem people. This would enhance the 
social power of ecological refugees and 
ecosystem people, their ability to govern 
their lives and to gain from the transformation 
of Nature into artefact. This would 
simultaneously force omnivores tointemalise 
the costs of their profligate behaviour. The 
chatter calls for a new development strategy 
with five central elements; 

(1) A move towards a genuinely participatory 
democracy, with a strengthening of the 
institutions of local governance (at village, 
town or district levels) mandated by the 
Constitution of India but aborted by 
succcssivecentral govemmentsin New Delhi. 
The experience of the odd states, such as 
West Bengal and Karnataka, which have 
experimented successfully with the panchayat 
or self-government system suggests that local 
control is conducive to the successful 
management of forests, water, etc. 

(2) Creation of a process of natural resource 
use which is open, accessible and accountable. 
This would include a Freedom of Information 
Act, so that citizens are fully informed about 
the design of the state, and better able to 
challenge or welcome it, thus making public 
officials more responsive to their public. 

(3) The use of decentralisation to stop the 
widespread undervaluing of natural 
resources. The removing of subsidies and the 
putting of a proper price tag will make 
resource use more efficient and less 
destructive of the environment. 

(4) The encouragement of a shift to private 
enterprise for producing goods and services, 
while making .sure that there are no hidden 
subsidies, and that firms properly internalise 
externalities. There is at present an 
unfortunate distaste for the market among 
Indian radicals, whether Gandhian or Marxist. 
But one cannot turn one's back on the market; 
the task rather is to tame it. The |>eople and 
environment of India have already paid an 
enormous price for allowing state monopolies 
in sectors such as steel, energy, transport, 
and communications. 

(5) This kind of development can. howcvci, 
only succeed if India is a far more equitable 
society than is the case at present. Three key 
ways in enhancing the social power of 
ecological refugees and eco.system people 
(in all of which India has conspicuously 
failed) are land reform, literacy - especially 
female literacy - and proper health care. 
These measures would also help bring 
population growth under control. In the 
provision of health and education the state 
might be aided by the voluntary sector, paid 
for by communities out of public funds. 

The charter of sustainable development 
outlined here (and elaborated in detail in 
Gadgil and Guha 1995) combines - 
creatively, we hope - different institutional 
options and political traditions. It envisages 


a major role for the state, which can help 
equalise life chances through land reform, 
education, hetdth and allowing the free flow 
of information. But it also acknowledges the 
contribution of the market, whose guided 
spread can enhance productivity, encourage 
resource use efficiency, remove subsidies 
and hence make omnivores internalise casts. 
Finally.it calls forarencwal and revitalisation 
of civil .society, by devolving power from 
.state to local communities, in whom would 
be vested rights of control over forests, water, 
and minerals. 

This framework synthesises the insights 
of ecology with sociology, in that it 
distinguishes social classes by theirrespecti ve 
resource catchments, by their cultures and 
styles of consumption, and by their widely 
varying powers to influence state policy. It 
brings together the interest of the sociologist 
in the forms of co-operation and collective 
action with the concern of the ecologist in 
understanding the caases and coasequences 
of environmental degradation; to move thus 
towards a social ecology which can pinpoint 
when, and how, resource use becomes 
resource abuse. 

The framework is analytical us well as 
value-laden, descriptive and prescriptive. It 
helps us understand and interpret nature- 
based conflicts at various spatial .scales; from 
the village communiiy upwards through the 
district and region on to the nation Stemming 
from the study of the history of nuidcrn 
India, it might also throw light on the 
dynamicsof scK'io-ecologicai change m other 
large, developing ‘third world’ countries such 
as Brazil and Malaysia, where too have 
erupted conflicts between ‘omnivores’ and 
‘ecosystem people', and whose cities arc 
likewise marked by a growing population of 
‘ecological refugees'. At a pinch, it might 
explain asymmetries and inequalities at the 
global level too. More than a hundred years 
ago a famous German radical proclaimed, 
'Workers of the World. Unite!’ But as another 
German radical" reminded this writer, the 
reality of our times is very nearly the reverse 
- the process of globalisation whose motto 
might very well be ‘Omnivores of the World, 
Unite!’ 


Unfinished Bwsines.s of Social Ecology 

I come, finally, to some tasks forihe future. 
The.sc might be divided into three heads; 
gaps in research, disciplinary limitations, 
and the challenge posed to social wology 
by the (one wishes) temporary victory of the 
ideology of consumerism. 

1 have already noted the tendency of 
social science to react slowly and shame¬ 
facedly to questions posed to it by society, 
in the 1970s and 1980s, studies of forestry 
and water management began in response 


to Chipko and Narmada; likewise, one 
might now expect sociologists to begin 
work on what is emerging as the most 
contentious environmental issue of the 
present decade - biodiversity. For Project 
Tiger and its epigones have spawned a 
system of park manugement deeply 
imprinted by the North American ideology 
of ‘deep ecology’, which calls for total 
protection of wild areas from human 
‘interference'.and IS in.soicntly insensitive 
to the rights of human communities who 
have lived in the forests almost us long 
as the animals themselves In a dozen and 
more sanctuaries spread across India, there 
have emerged sharp conflicts between the 
state and villagers denied access to fuel 
and fodder by guns and guards, or forced 
to shift their habitations to distant places 
in favour of greater h'henxrtwm for the 
tiger or elephant. Environmentalists have 
suggested that the present system is flawed 
both on account of its blindness in social 
justice and its ignorance of modern' 
scientific debates on biodivcrsiiy, which 
lend to de-privilege spectacular large 
mammals by instead highlighting the 
conservation of plants and their habitats 
[ef Kolhari et al I99.S; Gadgil and Rao 
1994]. We now await sociological studies 
of the origins of these conlliels. their 
iintolding over time and the paths hy which 
they may be resolved.'^ 

A second cmicavour must be to correct the 
'rural bias’ ol social ecology, in it.scif a 
reaction lo the ‘uriian bias’ ot development 
planning. Scarcely a study exists within 
Indian sociology of the ecological impact of 
a city on its hinterland, or of the state of the 
environmeni - the (.ondiiions ol housing, the 
social impacis ot pollution, etc - within the 
city Itself (but toi an eaily hut little noticed 
exception, .see Vyasiilu and Reddy 1984). 
This lack is unlortuiiaie in view of the 
existence ot a ready intellcciiial heritage - 
tlic work in colonial India ot Patiick Geddes 
- and in view of the tact that by 202.5 India 
shall have the largest urban population iti the 
world. One must additionally note a 'farm 
bias’ of.sociologistsinoppositiontua ‘factory 
bias’ of the stale, which has meant that the 
causes and consequences of industrial 
pollution also remain an under-researched 
field of study. 

Third, there is the question of gender. 
Tme, there is an energetic ideological debate 
among feminists between, on the one $i^, 
proponents of an ‘cssentialist’ eco-feminism 
[cf Shiva 1988] who think that women, 
especially Hindu women, are intrinsically 
closer to nature; and, on the other, a more 
materialist school which thinks that 
participation by women in environmental 
movements is more plau.sibly explained in 
terms of the division of labour within the 
household (Agarwal 1992]. But the empirical 
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basis for either of these positions is scanty, 
at best: wc now need careful research which 
would study (i) the division of labour in 
different peasant and tribal communities 
(itself widely varying), asking if it leads to 
different attitudes to nature among men and 
women; (ii) the rule of women in the 
elaboration of indigenous systems of 
knowledge and resource management; and 
(iii) the effects of environmental degradation 
on gender relations, whether in the 
countryside nr in the city. 

The barriers to inter-disciplinary research 
have also impeded the progress of social 
ecology. Take the di.sciplincs I know best, 
sociology and history, which have been 
scrupulously kept apart in India. They have 
been demarcated, tirst of ail. by method; the 
historians work in the archive, the sociologists 
and antimipologists arc mandated by cu!>tom, 
and their professors, to do at least 12 months 
of field work. They arc also to be distinguished 
by their characteristic emphases, with 
historians focusing by and large on the 
domains of economics and politics, and 
.sociologists and anthropologists studying 
caste and community, religion and ritual. 
Most of all, though, it has been a temporal 
division that disunites them. F<or at midnight 
on August 14/15, 1947. India became 
independent. Nowhere is that momentous 
transition fromcolonial rule to independence 
more faithfully memorialised than in the 
university, in strictdisciplinary terms, history 
ends on August 15, 1947. and .sociology 
takes over. 

But Nature did not stop to take account 
of ‘freedom at midnight' nor, in many 
respects, did society. I would hesitate to call 
India a ‘post-colonial swiety’, lor I think 
that appellation does great violence to the 
energies ol the Indian freedom movement 
and the very real independence since of the 
Indian state and the Indian people. 
Nonethele.ss. the continuities between the 
colonial and post-colonial periods arc as 
visible as the discontinuities, nowhere more 
so than in the institutional frameworks 
governing the management and mismanage¬ 
ment of nature. Encouragingly, some 
sociologists of the environment have begun 
to defy the sacred line which divides them 
from historians, beginning thciranalyses well 
before August 15. 1947 and coming down 
to the present time [cf Guha 1989; Baviskar 
l996;Sundar 19%]. Historians have thus far 
stayed their side of the divide: a pity, since 
the accelerated pace of economic develop¬ 
ment since independence, its introduction of 
new methods of energy and resource 
management. and of course the i ntensi fication 
of ecological (and srKiul) change that have 
come in its wake, all stand out as legitimate 
and important areas of enquiry. 

These divisions between individual 
disciplines arc muue more critical by a barrier 


between the social sciences, taken as a whole, 
and the natural sciences. In the Indian 
educational system, the demarcation between 
‘science’ and ‘arts’ (i e, humanities) takes 
effect from the time students are in high 
school. They then enter universities which 
follow the British rather than the American 
system, with degrees focusing on one subject 
while ruling out inputs from others, in effect, 
a sociologist or historian commencing 
doctoral research would have had no scientific 
inputs for a decade; a grave handicap in the 
case of social-ecological research, where 
a basic understanding of natural processes 
might be enormously helpful. Rather than 
pick up necessary elements of forestry, 
hydrology, geology, etc, the researcher 
usually finesses the problem by focusing 
exclusively on the ‘.social’ aspects of water 
or forest or soil management. Another 
way of dealing with the problem, followed 
by this writer, is for sociologists to 
undertake collaborative research with 
‘sociologially informed’ ecologists (cf 
Gadgil and Guha 1992 and 1995]. There 
is yet another and in .some respects more 
satisfactory method still: the one preferred 
by many European and American scholars 
(but by all too few Indians; one being 
Sivaramakrishnan 1996), which is to pick 
up and apply the necessary .scientific- 
knowledge yourself.'^ 

Last of ail, there is the gauntlet thrown 
down to social ecology by the now rampant 
ideology of global consumerism. Six years 
ago, the government of India embraced a 
policy of ‘liberalisation’ that seeks to rapidly 
integrate the country with the global 
economy, hoping to convert this poor nation 
into a Tiger to beat all other Asian Tigers. 
The sociology and the economics of this 
policy both assume that there will one day 
- in the liberaliser's view, soon - be 900 
million omnivores in one country. The 
assumption is of course without foundation, 
but the hegemonic hold of the ‘find of Hi.story ’ 
school fosters the illusion that it is. In the 
Indian context, liberalisation has been even 
more antipathetic to traditions of environ¬ 
mental research (and environmentalism) than 
wxs development in its heyday. The moment 
will assuredly pass, but while it la.sts. social 
ecologists must stubbornly forge their 
research agenda regardless of sceptic! sm and 
hostility from within the academy or outside 
it. They ••hall be sustained by these wise 
words of the discipline’s founding figure; 
‘Applied human ecology is the only guarantee 
of a permanent civilisation’ [Mukerjee 
1938:304]. 

Notes 

(This essay is based on a report written for the 
project on ‘Suslainability as a Concept for the 
Social Sciences’, co-ordinated for UNESCO 
by the Institute for Social-Ecological Research, 


Frankfurt. I am grateful to the ISC8B for allowing 
me to publish this essay in the EPW.] 

1 I believe that this framework, of two waves 
of environmentalism separated by an age of 
ecological innocence, can also be fruitfully 
applied to countries of the west - thus a first 
wave, of wilderness thinkers and scientific 
conservationists, dating from the middle 
decades of the lost century; a second wave, 
of a ‘new’ and vigorous social movement, 
starting in the early 1960$ and culminating in 
the formation of Green political parties; with 
the two waves separated by a perit^. following 
the end of second world war, when ecologism 
went underground, here submerged not by the 
impetus of economic development but by the 
rush to create a consumer society whose 
seductions (it was hoped) would wipe away 
for ever the horrors of war. 

2 To lake only one prominent example. The 
Slate tif the World Reports, issued annually 
by the Washington-ba.sed Worldwatch Institute 
since 1987 were clearly inspired by (and in 
theirsmiclure modelled upon) theCSE reports. 

3 The director of the Centre for Science and 
Environment was himself a journalist: Anil 
Agarwal, well known for his early writings on 
Chipko and for his work with Earthsraii and 
New Scientist. Some other exemplais of the 
new environmental journalism have been, in 
English, Bharat Dogra. Usha Rai, Darryl 
D'Monte and Kalpana Sharmii; in Hindi, 
Anupam Mishra, Shekhar Pathak, Kunwar 
Prasun, Mukul Sharma and Raj Kumar 
Keswani: in Kannada, Nagesh Hegde. 

4 For instance, the Indian .Social Institute and 
Kalpavnk.sh - the fitsi an oiganisaiion of radical 
Jesuits, Ibe second a collective of school and 
college students, both ha.sed in Delhi - have 
since the late 1970s produced a .steady stream 
of valuable publications on environmental 
matters. Leaders of social movemenis have 
also printed their often acute and influential 
reflections on Ihc ecological predicament, as 
for instance Bahuguna (19X3) and Bhalt (1984 
and 1992). Cf also Roy et al (1980), an “arly 
and suggestive district-level study of en¬ 
vironmental change, prepared by a group of 
engineers-turoed-social activists. 

.3 Both men have been helped by Iheir orienta 
lion towards the field, their wide reading and 
their ability to pick up soundings from a range 
of disciplines. Also relevant ore aspects of 
personal biography: Reddy was a socialist 
student activist before going up to Imperial 
College, London to do his PhD. where he came 
into contact with P M S Blackett and other 
left-wing British scientists; Gadgil ta Harvard 
PhD), is the son of D R Gadgil, one of the 
most remarkable social scientists of modem 
India. Gadgil per'e was trained os an economist 
but also made notable contributions to history 
and sociology; as a public intellectual, he 
worked closely with the co-operative 
movement in rural Maharashtra. The son has 
followed the father both in his willingness to 
look beyond his scientific discipline and in his 
engagement with public issues. 

6 One reason for this silence had been, perhaps, 
the tendency of social scientists worldwide to 
define their research agenda in terms of the 
content of professional journals rather than the 
society in which they live. 

7 Relevant regional studies produced within the 
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past few yeais include Pratap (19)17) on (tilul 
Bihar, Prabhakar (1994) on the Nilgiris; 
Rongarajon (1996a) on central India; Chelan 
Singh (1996) on the Hiinochal Himalaya; 
Dangwat (1996) on the Garhwol Himalaya; 
and Sivarainakrishnan (1996)on forest Bengal. 
These arc all conceived as explicitly 
environmental hiittones; other works which 
pay attention to the natural environment in the 
course of a more general social-economic 
onalysis include Pandian (1989) on coastal 
South India. Skaria (1992) on the Dongs in 
Gujarat. Prasad (1994) on Madhya Pradesh 
and Sundar (1996) on tribal Bastar. A 
countrywide, longue tluree analysis of forest 
history is attempted in Gadgil and Guha( 1992), 
while Arnold and Cuba (1995) and Grove et 
al (1996) both showcase regionally-based case 
studies. Cf also Guha (199.5) and Rangarojan 
(1996c) on the prospects for environmental 
history in India. 

Several of these studies [e g, Prasad 1994 
and Dangwal 1996] were carried out at the 
Centre for Historical Studies of the Jawaharlat 
Netiru University in New Delhi, one of the 
very few university departments with a strong 
interest in envimninenlal research. Three other 
dissertations at the Centre are now nennng 
completion: these will be on the history ot 
floods and flood control in Orissa (by Rohan 
D'Suu/.a). irngalion and commercialisation in 
Maharashtra (by Nili Anand). and the tribe- 
torest frontier in Assam (by Bela Malik). Also 
influenced by the JNU Hi-story Centre, but 
carried out at Yale University, is Vasani 
Saherwal's PhD dissertation (now nearing 
completion) on pusloralism and conservation 
in Himachal. 

8 A useful study of mining conflicts by a group 
of social activists is ISST (1991). Cf also 
Kurien (1993) on conflicts between artisanal 
flshcrfolk and trawlers off (he coast of Kerala. 
Also to be noted arc various investigative 
reports of the Peoples Union for Dcinocratic 
Rights. New Delhi, on subjects such as forest 
law and its discninination against tribals, the 
authoritarian orientation of national park 
management, and conflicts over pasturage 
between landlords and poor pea.san(s. 

9 To pose some of these alternatives in their 
simplest fonns: canal irrigation or tanks or 
tube wells? community forests or state-owned 
plantations or private woudlots? large dams 
or small (or none at all)? trawlers or country- 
boats? wood-fired ‘chulas’ or kerosene stoves? 

10 This section summarisesbut alsotakcs forward 
the arguments of that book (Gadgil and Guha 
199.5] 

11 The environmentalist and social critic 
Wolfgang Sachs. 

12 Here loo one must note the priority of socially 
aware .scientists, whr have in the course of 
their biological studies highlighted the conflicts 
around parks constituted for the protection of 
large mammals. See Sukumar( 1989and 1994) 
on the elephant and Chellam (1994) on the 
lion. 

13 One other obstacle might be footnoted. Where 
social ecology asks social scientists to redefine 
'materialisin’ to include, beyond the forces 
and relations of production, the biophysical 
domain, acurrent ly influential trend denies the 
reality of the material world itself. I refer of 
course to post-modernism, which privileges 
'representation' and 'construction*, signs and 


symbols, above all else. Under its (in my 
opinion baleful) influence historians have 
stopped going to the archives and 
anthropologists to the field; absorbing himself 
wholly in the world of books rend in the study 
or the library, the scholar is thus insulated from 
the lived experience of people and ignorant 
of the patterns and processes of the natural 
world. These gcnufleciors to fa.shion cannot 
be expected to constitute an audience for social 
ecology; not a worry in itself, cxcepklhat they 
have bwn able to persuade along (heir path 
- actually a cul-de-sac vast numbers of 
beginning scholars 
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Centre-State Fiscal Transfers 

Beyond the Tenth Finance Commission 

S Guhan 

The current regimen of centre-state fiscal transfers has evolved in a piecemeal fashion and iiieviiahlv lacks 
any rational design or direction. By the same token, the transition to a simple, transparent and rational system 
cannot take place in one move, but will have to be comprehensively visualised and implemented in a phased manner. 

The Tenth Finance Commission's alternative scheme of devolution, the author argues, can be used as the starting 
point for putting through a process of rationalising centre-state transfers, sequenced in an orderly manner between 
1997-98 and 2001-2002. 


THE Tenth PinaiKC Commission (TFC) had 
outlined (Chapter Xlil of its Report, 1994) 
a scheme of devolution as an alternative to 
the scheme of centre-state transfers on the 
non-plan revenue account which it had 
recommended in the main body of its 
report based on existing constitutional 
provisions, tax rental arrangements, and 
other principles and practices followed by 
Finance Commissions. The Action Taken 
memorandum on the Commission’s Report 
laid in parliament had indicated that the 
alterative scheme will be considered in due 
course. Subsequently, the finance mini.ster’s 
budget speech of July 1996 announced the 
intention to circulate a discussion paper to 
members of parliament so as to encourage 
a debate before a final decision was taken 
on it. The discussion paper has since been 
circulated in December 1996 and provides 
an opportunity to explore the scope and 
content of the alternative scheme along with 
the views expressed in the finance ministry' s 
paper. 

The alternative scheme is as follows; (I) 
A share in the total gross proceeds of all 
central taxes may be assigned to the states 
in lieu of (a) estate duty, shares in income 
tax and basic union excise duties, (b) the 
grant in lieu of the tax on railway passenger 
fares, and (c) additional excise duties in lieu 
of sales taxes. (2) The divisible pool will also 
include taxes under Article 269 except the 
central sales tax and the consignment tax 
but will not include taxes under Article 268. 

(3) Based on average shares in 1990-95,26 
percent of the divisible pool may be assigned 
towards the states’ share in income taxes. 
Union excise duties, and the grant in lieu of 
the railway passenger fare lax and a further 
3 po' cent of the divisible pool may be 
assigned to the states towards the additional 
excise duties in lieu of sales taxes through 
a suitable amendment to the Constitution 
(i e, a total of 29 per cent). This share is to 
be reviewed once in 15 years. (4) Conse¬ 
quently, the tax-rental arrangement in respect 
of additional excise duties in lieu of sales 
taxes will be terminated; the additional excise 
duties will be merged with basic exciseduties; 
and the commodities covered in the tax- 
rental arrangement (viz. sugar, tobacco and 
cotton, woollen and man-made fabrics) will 
not be subject to state sales taxes. (5) The 
centre will continue to have the power to 


levy surcharges for the purposes ol the union 
andihcsewill bcexcludcdfromtheproposed 
sharing arrangements. The TFC hud also 
recommended that the alternative scheme 
may be brought into effect from April I, 
19% after necessary amendments to the 
Constitution without affecting the inter se 
shares and grants recommended by them 
for the balance of their award period, viz, 
19%-97 to 1999-2000. 

By implication, the alternative devolution 
scheme will not cover grants under Article 
275 for purposes such us revenue deficits, 
upgradation, special problems, support to 
UkuI bodies and calamity relief. Finance 
Commissions will continue to review the 
inter se (or ‘horizontal’) distribution among 
the states of the overall tax-share to the states 
(or the ‘vertical transfer’). Grunts for plan 
schemes under central assistance for .state 
plans and for central and centrally-sponsored 
schemes will continue to be provided 
separately. 

Arouments For and Against 
Ai.ternative Scheme 

The discussion paper of the finance 
mini.stry reproduces the arguments of the 
TFC in favour of the alternative scheme, 
supplements them somewhat and, for balance, 
adds a couple of arguments that could be 
made against the adoption of tlie scheme. 
The several strong grounds in favour of the 
alternative scheme can be summarised us 
follows: ‘ 

(1) Under the proposed scheme, the .states 
will be able to share the aggregate buoyancy 
in ail central taxes. This will be of particular 
advantage in a period of fi.scal corcsolidation 
and tax reform when relative buoyancies in 
central taxes are likely to undergo changes. 
Likewise, the impact of fluctuations i n central 
tax revenues will be shared by both the 
central and state governments. 

(2) The enlargement of the ambit of tax 
sharing will make centre-state re.<iourc‘c flows 
more predictable, simple and transparent. 

(3) The centre will have greater freedom 
in choosing tax policy measures in an optimal 
manner. The scheme will remove the 
incentive to grant exemptions and deductions 
by the centre in taxes the bulk proceeds of 
which go to the states; and it will allay their 
apprehensions of bias in the centre’s choice 


of tax measures or in its entorcemeni effort 
in respect of different taxes. At (he same 
time, the centre will retain its powers to levy - 
surcharges for purposes ol the union for ' 
specific periods. Its power to levy and to ' 
collect all taxes in the union list will not he . 
diluted. 

(4) I'herc will be a greater likelihood of 
the shareable Article 269 tax sources being 
tapped. 

(5) The states have been urging over liinc 
that they should be assigned .i share in a , 
larger pool of the ccntie’s tux revenues. In 
particular, their demand for itieluding the ' 
corporation tax in the divisible (tool had been 
cither taken into account or supported by a . 
number of Finance Commissions (the Third. 
Fourth. .Sixth, Scvcntii and Eighth). The ' 
Sarkaria Commission hud also supported it. ' 
The Chcliiah Committee on Tax Reforms | 

(1991) had favoured the sharing of aggregate i 
central lax revenues with the states and a 
constitutional amendment to make it pos.sible. ' 
The ministry of finance had also suggested 
that the I'FC may examine this possibility. I 
Given this background, the alternative * 
scheme will be in the interests of better , 
centre-state long-term fiscal relations. t 

The tew arguments that the discussion > 
paper has been able to muster against the . 
acceptance of the altcrniitivc scheme have i 
been persuasively met in the paper itself. The ! 
first (para 4.1) is that the centre may need t 
to have 'exclusive command’ over certain 
taxes to meet exigencies. This has been 
answered by pointing out (para 5.2) ihat the 
centre’s power to levy surcharges, to share 
in divisible Article 269 taxes, and to levy 
and collect all union taxes should provide 
it with .adequate resources. It could also be 
added that the centre will be in a position 
to adjust discretionary transfers to the states 
outside the divisible pool in times when 
exigencies might warrant it. 'The second (para •! 
4.2) is that while a constitutional guarantee j 
of a specified share in central taxes will make | 
vertical sharing more tessured, the states will i 
still have to depend on the quinquennia! : 
awards of Finance Commissions in respect 
of inter se or horizontal shares. The 
counterpoint to this, of course, is that some 
certainty in regard to even one of the two 
components of devolution is better than both 
components being subject to quinquennial 
reviews as at present. 'This is recognised in 


Economic and Political WeeUy FOteuaty IS, 1997 


353 



the discussion paper itself (para S.3). The 
more important issue is whether Che assur¬ 
ance of a constitutionally guaranteed share 
subject to review only once in IS years, as 
suggested by the TFC, is wholly desirable 
from the point of the states. As far as they 
are concerned, such a longer-term assurance 
entails the loss of flexibility in terms of 
likely upward revisions of the share at quin¬ 
quennial intervals as obtains at present with 
the two shareable taxes. This is an issue to 
which we shall return. The third argument 
that the discussion paper presents on the 
‘con’ side is that the states might gain more 
from a larger slice in selected central tax 
revenues than from a smaller share in all of 
them. This, while being trivially true, is 
really a point that relates to the determina¬ 
tion of the actual share rather than to the 
principle of sharing in a larger pool: there 
is no reason, fur instance, why the states 
should not legitimately expect an appro¬ 
priately large slice in thelargercake. Besides, 
they cannot expect a larger share than at 
present in income taxes and the past three 
Finance Commissions have plateaucd off 
their share in excise dunes as well. In the 
longer run. therefore, the states will have to 
rest their hopes on progressively increasing 
shares in a larger pool, even if the initial 
fixation of such a share is at a modest level. 
Altogether, therefore, the arguments in favour 
of the alternative scheme - as presented by 
the TFC and in the finance ministry’s 
discu.ssion paper itself - overwhelm the 
arguments against. Accordingly, one can 
conclude that the ‘aves’ have it. One may 
then proceed to discuss the further i.ssues 
that would appear relevant and interesting if 
the divisible pcHil were to be enlarged to 
include aggregate revenues from all central 
taxes. It is to these we turn. 

Othi-.r Relevant Issues 

The first of these, which was also referred 
to earlier, is whether the vertical share for 
the states in the divisible pool should be 
entrenched in the Constitution for an exten¬ 
ded period of 1S years or more. The Chelliah 
Committee recommended an indefinite 
entrenchment “with the consent and co¬ 
operation of the states". The ministry of 
finance is reported to have suggested to the 
TFC that the share should be fixed for 
20 years. The TFC itself, while recom¬ 
mending that the share should be reviewed 
once in IS years, gave no reasons to justify 
the need for, or the duration of. the proposed 
entrenchment. It seems to have been merely 
content with toning down the recommen¬ 
dations of the Chelliah Committee and the 
finance ministry, both of whom were pre¬ 
sumably interested in freezing the share of 
the states, and thereby protecting that of 
the centre, for a prolong^ period. There is 
no reason why the TFC should have fallen 
in line with such a position. As I had poin¬ 
ted out in an earlier contribution to the 
EPW, the grounds for reviewing the vertical 


share once in five years are as follows:' 

The Constitution, as it stands, assures the 
states that both vertical and horizontal sharing 
and supplemental grants-in-aid will be 
determined by a high level constitutional 
authority once in five years. Five years are 
also the span of development plans with 
which such a determination will have to be 
co-ordinated. If this regimen is to continue, 
it is not clear why vertical sharing should be 
entrenched for IS years as recommended by 
the TFC or for 20 years as desired by the 
ministry of finance or for all time as proposed 
by theTax Reforms Committee. Any proposal 
for such an extended entrenchment is 
objectionable on three grounds: (a) it abro¬ 
gates the constitutional right of the states for 
quinquennial sharing, (b) desynchronises 
vertical from horizontal sharing ignoring the 
fact that transfers to the states have to be a 
product of the two. and (c) severs the link 
between statutory transfers and the planning 
process. It is, therefore, unfortunate that the 
Commis.sion should have flawed its ‘Alterna¬ 
tive Scheme’ by proposing that vertical shares 
should be reviewed only every 15 years. 

It may be added that at one place (para 
4.6) the finance ministry’s discussion paper 
itself recognises that there is “no harm in 
reviewing both horizontal and vertical 
sharing” and suggests that “the TFC scheme 
can be accepted with provision of review of 
both horizontal as well as vertical sharing 
by successive Finance Commissions”. 

The second set of issues relate to the 
purposes for which it would be logical to 
apply the tax sharing in favour of the states. 
'ITic TFC’s scheme, as noted earlier, envisages 
that the states’ share in aggregate central tax 
revenues will be in lieu of tax shares or 
assignments in income taxes, excise duties, 
estate duty, additional excise duties and the 
grant to replace the railway passenger fare 
tax. It thus leaves out central grants under 
Article 27S for non-plan purposes (viz, 
revenue deficits, upgradation, special pro¬ 
blems, local bodies and calamity relieO and 
grants for plan purposes, whether under 
central assistance fur state plans or in respect 
of central and centrally-sponsored schemes. 
Ihe broad question is whether it would be 
desirable, in the interests of fiscal rationality 
and simplicity, to include some of the.se 
components of central revenue transfers 
within the ambit of the overall tax sharing. 

Non-Plan Grants 

Taking up the non-plan grants, it is clear 
that grants for calamity relief will need to 
be state-specific, being related to the size of 
their relief funds in each award period. As 
such it would not be appropriate to include 
them under the overall ctevolution. In regard 
tothegrants forupgradation, special problems 
and local bodies, the basic question is whether 
it is necessary or desirable for Finance 
Commissions to recommend specific grants 
statewise for these purposes instead of taking 


them into account as part of the normativeiy 
assessed expenditures of the states. In this 
connection, it may be useful to recapitulate 
the background to these grants. 

Upgradation grants for improving levels 
of general administration in states, which 
were lagging in that respect, were included 
as terms of reference, for the first time, in 
the Sixth Finance Commission. It was 
continued with the Seventh, Eighth and Tenth 
Commissions. In the case of the Ninth 
Commission there was no such specific term 
of reference and the commission subsumed 
upgradation requirements within its 
normative expenditure estimates. Finance 
Commissions have also followed different 
approaches towards providing upgradation 
grants. The Sixth Commission took the 
requirements for upgradation into account 
while working out net non-plan revenue 
deficits while covering the latter through 
grants under Article 275. The Seventh 
Commission recommended specific 
upgradation grants subject to annual releases 
based on monitoring of actual expenditures 
by the ministry of finance. The Eighth 
Commission followed the same practice 
except that specific grants were not 
recommended for states which were 
estimated to be left with adequate post¬ 
devolution revenue surpluses. The Tenth 
Commission did not recommend specific 
grants for states with pre-devolution revenue 
surpluses. It may also be pointed out that as 
a proportion of total transfers recommended 
by Finance Commissions, upgradation grants 
have been marginal, of the order of around 
2 per cent. 

‘Special problems’ have never been 
explicitly referred to Finance Commissions. 
However, the Eighth Commission (para 12- 
48 of its Report) started the practice of 
recommending grants for so-called special 
problems in the view that “one of the 
objectives of grants-in-aid is to support the 
states in their efforts to solve special problems 
facing them". The Ninth Commission 
followed suit in its First Report for 1989- 
90 but abandoned the practice in its Final 
Report for 1990-95. The TFC spread itself 
far and wide in locating special problems but 
the grants provided for meeting them 
amounted to only about 0.5 per cent of the 
total transfers recommended by it.^ 

Given this background, there would not 
appear to be much of a case for specific 
grants forupgradation or fur special problems. 
Logically, there is no reason why outgoes 
on these laudable purposes cannot also be 
taken into account on an objective basis by 
Finance Commissions in the same way as 
other expenditure components, while 
a.ssessingstates’ estimates. Fimincia//y, there 
isnojustification for providing these specific 
purpose grants exceix to the extent that the 
relevant expenditure items contribute to 
overall net revenue deficits. The latter are, 
in any case, covered by deficit grants under 
Article 275. This in fact was the position 
taken by the Sixth Commission but. 
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unfortunately, its successors did not 
consistently follow in its footsteps. And, 
practically, as we have seen, these specific 
purpose grants have been of marginal 
significance in the totality of Finance 
Commission transfers. 

Grants for local bodies came into the picture 
for the first time with the Tenth Commission 
as a result of the 73rd and 74th amendments 
to the Constitution which added sub-clauses 
(b) and (c) to Article280(3) requiring Finance 
Commissions to recommend measures to 
supplement the resources of panchayats/ 
municipalities on the basis of 
recommendations made by State Finance 
Commissions appointed by state 
governments for local bodies. Since these 
were not available for the TFC during its 
tenure, the commission recommended for 
each state an ad hoc provision of Rs 100 per 
capitaofits 1971 rural population. Politically 
correct as they may be, the rationale for 
grants for local bodies under Article 275 is 
questionable. As the TFC itself has pointed 
out, “most of the funding requirements of 
panchayats are likely to be met by transfer 
along with functions from the states and their 
own resources”. To the extent that the states 
incur net additional liabilities for enlarging 
the role of local bodies - in the spirit of the 
73rd and 74th amendments - they will be 
reflected in their plan or non-plan accounts 
and will get covered through a combination 
of the slate’s own resources, central plan 
assistance, transfers recommended by 
Finance Commissions and non-plan loans 
and grants from the centre. Thus, there is no 
need or justification for funding of grants for 
local bodies under Article 275 except for the 
expectation that such direct earmarked 
funding is likely to augment resources 
available for them. Such an expectation, 
however, will materialise only if states do 
not take advantage of the Article 275 grants 
to reduce transfers to their local bodies which 
they would have otherwise made. That again 
will depend on the state's overall financial 
position. Accordingly, the potential for 
Article 275 grants to augment the resources 
of local bodies to the full extent of such 
grants is largely hypothetical and .speculati ve. 
This is not to say that Finance Commissions 
need not look into the resource needs of local 
bodies; only that they should as part and 
parcel of the resource needs of the states 
from whom transfers are made to local bodies 
and that they should seek to cover final net 
deficits in the revenue account after taking 
into account grants to local bodies as one 
among the other expenditures of the states. 
In principle, as well, such direct grants, 
however financially welcome to the states, 
would amount to eroding thdr autonomy; 
we can do withoutanewchapterof‘centrally- 
sponsored’ grants under Article 275! 

The foregoing arguments, if persuasive, 
will mean that, except for natural calamities, 
grants for specific purposes such as 
upgradation, special problems and local 
hrxiies are not logically sound or practically 


necessary and that the outlays for such 
purposes can be subsumed in the same manner 
as other revenue expenditures in arriving at 
the final net deficit in the stales’ revenue 
accounts. Article 275 granu can then be 
consolidated and confined to revenue deficit 
grants, apart from grants for natural 
calamities. 

Revenue Defiot Grants 

We are not in a po.sition to proceed to the 
further question of whether revenue deficit 
grants themselves need to be separately 
provided or whether they could be eliminated 
by suitably enlarging the share of states in 
the overall devolution under the alternative 
scheme. Over the years, the most important 
criticism of Finance Commission transfers 
has been that revenucdeficit grants, by being 
addressed to filling the final gap in the non¬ 
plan revenue account, have encouraged fiscal 
imprudence on the part of the stales. In other 
words, so long as the states are assured that 
their final non-plan revenue deficits will get 
coveted they arc not likely to have the 
incentive for improving revenue receipts or 
for economising on non-plan revenue 
expenditures. Also, becau.se of the gap-filling 
approach, the imprudent deficit slates gain 
at the expense of prudent non-deficit ones 
because the residual transfers to the former 
reduce the sum available for transfers to all 
states including the pmdent ones. In principle, 
therefore, it would be desirable to eliminate 
deficit grants, as a form of transfer, by assuring 
an adequate basic devolution in the form of 
tax shares and. thereafter, through a 
sufficiently progressive horizontal 
distribution that takes into account the relative 
fiscal needs of states, particularly tho.se of 
the neediest. The .states will then get fiscally 
disciplined by having to live within their 
means, determined by their own resources 
and a share in central transfers that is indicated 
a priori rather than ex post. 

One can see that such an approach, while 
attractive in theory, will face practical 
problems if deficit grants are to be cli minated 
altogether, i e. across the board for all states. 
The problems pertain both to the vertical and 
horizontal aspects of central transfers. 
Relative to past standards, either the .share 
in taxes in the ba.sic devolution will have to 
be pitched at a relatively high level and/or 
the criteria for horizontal transfers will have 
to be very sharply progressive. In the first 
case, the centre will face a large liability and 
sizeable revenue surpluses will be left with 
the more advanced states. In the second ca.se. 
they (especially the middle-income slates) 
may get pcnalisoJ to an unacceptable degree. 
We shall, therefore, have to examine whether 
a reasonable categorisation of states can be 
su^ested such that deficit grants can be 
confined to those likely to be in genuine need 
while being made ineligible for the rest. 

In this connection, we may refer to the 
classification of ‘special category’ states for 
purposes of plan assistance. This category 


currently includes 10 Mates, vi/., Arunachal 
Pradesh, Assam. Himachal Pradesh, Jammu 
and Kashmir, Manipur, Meghalaya, 
Mizoram, Nagaland, Sikkim and Tnpura. It 
has been consistently recognised that these 
states arc specially disadvantaged because 
of a number of problems; access, terrain, 
communications. di.spcrsed populations and 
so on. They have remained with non-plan 
revenue gaps despite idatively generous 
transfers from the Finance Commissions; 
their capacity for borrowings is extremely 
limited; and, consequently, plan assistance 
has also had to be significantly directed to 
them. Notwithstanding the appreciable 
increase in devolution under the Seventh 
Commission, the special category states, 
except As.sam, had to be helped with deficit 
grants in their award period, in the Highth, 

N i nt h and Tenth Commi ssions al 1 1 he special 
category states consistently ended up with 
post-devolution dct1cil.s. Also, it islliisgroup 
of states which have received a major share 
in overall Article 275 deficit grams: K8 per 
cent in the Seventh, 69 pet cent in the Highlh,' 
75 per cent in the Ninth, and 71 per cent in ’ 
the Tenth Commissions. 

On the other hand, the list of delicit slates 
among the non-special category ones has 
varied. In the Seventh Commission, ii was 
only Orissa; Rajasthan and West Bengal 
joined in the Eighth; Rajasthan and Uttar 
Pradesh in t|ie Ninth; while in the Tenth. 
Orissa. Rajasthan and Uttar Pradesh were 
joined by Andhra Pradesh. Bihar and Goa. 
Orissa has been consistently a deficit state 
during the last lour commissions. Rajasthan 
in the last three, and Uttar Pradesh in the last 
two. The iticrcasc in the number of dccificl 
states, outside the special category, in the 
Tenth Commission is to be explained by the 
widening gap over time between devolution 
via tax shares on one hand and the non-plan 
revenue gaps of the states. I1iis suggests that 
a reasonably liberal basic devolution might 
obviate the need lordelicit giants in the ca,sc 
of non-special category states, except for 
Orissa and the three odier major states who 
are poorest in terms of per capita SDP, viz. 
Bihar. Rajasthan and Uitar Pradesh. 

In the light of the foregoing analysis, a 
rea.sonablc approach would be to cimfine 
deficit grants under Article 275 to the special 
category states. Tlic four poorest major slates 
could also be made eligible for deficit grants 
but only for transitional peritxls which might 
range between, say, two and four award 
periods, i c. between 10 and 20 years in the 
future. Inasmuch as all other major states can 
be reasonably expected to live within the 
basic devolution, they can be made ineligible 
fur deficit grants. Such a dispensation will 
represent a major incremental move forward 
from indiscriminate, and often arbitrary, gap- 
filling that has emerged from the awards of 
Finance Commissions. At the same time, it 
will pul pressure on the commissions to 
casurc that the basic devolution is consi.stently 
maintained at adequate levels and that 
horizontal sharing is sufficiently progressive 
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so that non>plan revenue deficits in the low 
income major states are very substantially, 
if not fully, covered by basic devolution. 

Plan Grants 

Having discussed Finance Commission 
transfers on the non-plan revenue account, 
we can turn to plan grants and explore the 
pros and cons of bnnging them under the 
ambit of basic devolution. Grants on the plan 
account consist of two components: (a) the 
grant component in central assistance for 
state plans and (b) grants for central and 
centrally-sponsored schemes. In a purely 
arithmetical sense, subsuming both under an 
overall devolution related to lax shanng will 
not be a problem. However, the inclusion of 
plan grants under the scheme will pose a 
number of other difficulties. Firstly, on 
account of budgetary exigencies, the quantum 
of plan transfers to states will have to vary 
annually. It may not, therefore, be feasible 
to bring them under a scheme that entails 
assured flows fur five years. Secondly, the 
criteria for the horizontal distribution of 
central assistance for .state plans is different 
from those evolved over time by Finance 
Commissions fur horizontal distribution 
under their awards. Indeed, their logic has 
to be different for plan support has to take 
into account the rc.servation fur special 
category states, area programmes, additional 
assistance for cxtcrnally-aided projects and 
the differential grant component (viz, 90 per 
cent) in assistance for special category states 
compared to others (viz, 30 percent). It also 
needs to be more sharply focused than the 
Finance Commission criteria towards those 
non-special category stales which arc 
backward in terms of social and economic 
development. Thirdly, centrally-sponsored 
schemes have each of them specific allocation 
criteria consistent with the purposes of the 
particu lar scheme. Some of them al.so involve 
expenditure-sharing by the states. 
Consequently, it will not be feasible 
straightaway to lump them together, much 
less aggregate grants under them with those 
under central assistance for state plans and 
to devise appropriate, relatively simple, and 
robust criteria for horizontal distribution of 
the entire sum among the states. 

Nevertheless, central plan transfers need 
and could be rationalised in other ways. At 
present, the grant and loan components in 
a.ssistance for state plans are coupled together 
in the ratio of 3:7 for non-special category 
states and 9; I for special category ones. The 
major reform might consist in delinking the 
grant and loan components recognising that 
it is illogical to treat the two as twin 
components of a single formula. The 
aggregate sum available under the grant 
portion can then be allocated according to 
criteria ba,sed on factors related to the needs 
of states for meeting current developmental 
outlays (mainly on basic serviceafand their 
own ability to finance them. The pooled loan 
component can then be used for financing 


capital investments in thestates with reference 
to priorities, technical and economic viability, 
policy reforms and so on. Further it will be 
apprbpriate to shift capital financing to all- 
India public financing institutions in various 
sectors (such as NABARD PFC, REC, 
HUDCO and the new IDC).-^ Grants for 
central and centrally-sponsored schemes can 
remain a separate window: loans for them 
ate nut appreciable. At a subsequent stage, 
it could be examined if ail plan grants - 
whether for state or centrally-sponsored 
schemes - could be consolidate. This will 
depend on devising suitable criteria elastic 
enough to accommodate them under a single 
rubric. 

Summing up 

To sum up, the TFC’s alternative scheme 
of devolution could be used as the starting 
point for putting through a process of 
rationalising centre-state transfers. The 
process can be sequenced in an orderly 
manner between 1997-98 and 2(X)1 -2002. 
The first step, to be taken in the current year 
1997-98, would be for the union government 
to get the Constitution amended to enable 
the centre to share its aggregate tax revenues 
with the states as recommended by the TFC. 
The second step would be to implement the 
limited propo.sal of the TFC for 1998-99 and 
1999-2000, i c. the balance of the TFC’s 
award period, adopting an initial share of 29 
per cent of aggregate central tax revenues 
for devolution on the basis recommended by 
the commission.^ The third step will be to 
mandate the Eleventh Finance Oimmi.ssion 
(due to be set up in 1997) to confine its 
recommendations to 20(X)-200I and 2001- 
2002 such that its award will be co-terminus 
with the Ninth Five-Year Plan (1997-2002).' 
This is necessary to re-synchronisc Finance 
Commission award periods with five-year 
plan periods so as to enable an integrated 
view to be taken of states' needs and central 
transfers on the plan and non-plan accounts.^ 
The Eleventh Commission could review the 
initial vertical share of 29 per cent and 
recommend horizontal sharing among the 
states. There need be no separate guidelines, 
as in the past, relating to upgradation grant-s 
and grants to local bodies. The guidelines 
may, however, indicate that the basic tax 
share devolution may be such as to obviate 
the need for Article 273 deficit grants except 
forthe special category states and the poorest 
of the low-income major states. In the 
quinquennium of 2002-2(X)7, the periods of 
the IVelfth Finance Commission and the 
Tenth Plan will be congruent. The fourth and 
final step can be taken at this stage to 
rationalise plan transfers as well while the 
Twelfth Commission will review vertical 
and horizontal shares on the non-plan revenue 
account. On the plan side, the basic reform 
will be to sever the illogical link between 
the grant and loan components under central 
assistance for state plans and to administer 
them on a basis appropriate to each as 


discus.sedearlierinthis paper. Concurrently, 
the possibility of consolidating grants for idl 
plan schemes, both centrally assi.sted and 
sponsored, could be cxplon^. 

On account of various factors, the current 
regimen of centre-state fiscal transfers has 
evolved in a piecemeal fashion. Inevitably, 
the result is one that lacks any rational design 
or direction. By the same token, the transition 
to a .simple, transparent, and rational system 
cannot take place in one move. While it will 
have to be comprehensively vi.sualised, the 
implementation will have to be in a phased 
manner. The discussion paper of the finance 
ministry is narrowly confined to the alter¬ 
native devolution scheme of the TFC which 
itself is narrowly confined to only one 
aspect of what needs to be a more far-reaching 
exercise. This paper, it is hoped, may stimu¬ 
late a debate on the scope and .sequencing 
of a wider exercise. 

Notes 

1 S Cuban, ‘Report of Ihc Tenth Finance 
Commission', Efononmund 1‘oliticiil Weekly. 
Bombay, April 22, I99.S. 

2 The TFC provided grants for a bewildering 
variety of ‘special problems‘ which included 
flood conlrol and irrigation, land improvement, 
drinking water, urban development, slum 
clearance, medical rucilitics, backward area 
development, forests, fishermen. airpo>ls, 
tourism, sports, secretariats, legislative as¬ 
semblies, training, tax collection and the con¬ 
servation of plant genetic resources. 

3 NABARD: National Bank tor Rural 
Development; PFC: Power Finance Corpo¬ 
ration: REC; Rural Elecincity Corporation: 
HUUCO: Housing and Uiban Development 
Corporation. IDC: Infrastructure Development 
Corporation. 

4 The finance inimstiy's discus.sion paper has 
argued (para 2.7) on the basis of BE 1996-97 
that the ‘revenue-neutral’ .shaie of the states 
would coine to about 27 per cent nithcr than 
29 per '-ent. The argument is not acceptable 
since it will not be reasonable to fix the share 
Ml the basis of a single year's flguies and that 
too estimaies. According to the data in the 
TFC's report, 29 per cent is the share that results 
from 1990-95 actuals as well os the com¬ 
mission’s projections for l995-2(XX).Thestates 
may be justified, in fact, in asking for a higher 
shore for 1998-2000 in view of llie additional 
burden they might have to bear for pay revision 
consequent on the Cential Pay Commission's 
report. 

5 While Article 280 of the Constitution requires 
that Finance Commi.s,sions be set up once in 
five years or earlier, it does not stipulate the 
duration of their award periods, in order to 
synchronise award periods with plan periods, 
the Third Finance Commission’s award 
period was confined to four years (l%2-66) 
and that of the Fourth Commission to three 
years (1966-69). The Ninth Commission was 
requested to give two awards one for 1989-90, 
the final year of the Seventh Plan, and the 
second for 1990-95, theduration of the original 
Eighth Plan. 

6 On the relationship between plan periods 
and award periods since 1951, see S Cuban, 
op L'il. 
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Value Added Tax in a Federal Structure 

A Case Study of Brazil 

Mahesh C Purohit 

Brazil has the distinction of being the only federal country in the world with independent value added taxes 
(VATs) at the federal and state levels. This paper seeks to present the salient features of the structure of the 
VATs in Brazil and to discuss issues related to the management of the state VATs in that country. 


I 

Introduction 

ALTHOUGH more than 100 countries 
have gone in for a system of Value Added 
Tax (VAT), it is not a sheer coincidence that 
most of the federations have not adopted it. 
European Union could be considered as one 
illustration of a federal structure where VAT 
has been levied by the member states with 
regulatory controls of the European 
parliament. Canada is another example of a 
federal country where VAT has been levied 
by the federal government and sales tax/ 
VAT by the provincial governments. The 
only country that has the distinction of being 
a federal country with independent VAT 
both at the federal and at the state levels is 
Bra7.ll. In this context, this paper aims at 
presenting the salient features of the structure 
of VATs and analysing the issues related 
to the management of state VATs in Bnuil. 
The paper is structured ns follows: Section 11 
assesses the fiscal importance of the federal 
and the state V ATs in Bra7il. The next section 
presents the structure of the federal VAT. 
This is followed by analysis of the structure 
of the slate VATs in Section IV. The analysis 
in both these .sections includes fiscal 
importance, coverage, exemptions and rates 
of the tax. The following section presents a 
case study of management of the state-V AT 
in one ot the stales, viz, Sao Paulo state. 
Section VI evaluates the reforms and presents 
the future course of action necessary for a 
rational tax structure. The final section 
presents a summary of conclusions. 

The structure and operations of different 
VATs in Brazil could be an illustration of 
how the VATs arc levied by both the national 
and the subnational governments. The 
analysis of management of different VATs 
in Brazil also throws light on the problems 
related to interjuri.sdiclional aspects. 

II 

Fiscal Importance 

The existing federal arrangements and the 
structure of taxation in Brazil are based on 
tax reforms enacted as part of the 1988 
Constitutional Reforms' which were in the 
direction of strengthening the structure of 
VAT at the level of states, although there 


was a federal VAT in existence. The overall 
system of taxes on commodities and .services 
in Brazil is characterised by a variety ot 
taxes, which are levied by all the three levels 
of government, viz, (federal, state and 
municipal governments. The prevailing 
indirect taxes could be categorised into three 
major groups. The first group comprises the 
VATs - the IP! (Imposto Sobre Protiuctos 
Industrializados), a federal VAT on 
manufacturing sector and the ICMS (I mposto 
.Sobre Operacocs Relativas a Circulacao de 
Mercadorias e Servicos), a state VAT on 
consumption covering agriculture, industry 
and a number ot services.^ The second group 
consists of taxes which arc mostly .sectors 
specific. One of the important taxes in this 
group is ISS (Imposto Sobre Servicos) — 
a tax on services which is not included in 
the iCMS. It is a cascade type tax levied 
by municipalities and covets services under 
industrial, commercial and professional 
sectors with rates varying from 0.5 to 10 per 
cent in different municipalities. The other 
indirect taxes under the second group consist 
mainly of: (i) tax on financial transactions 
(lOF), (ii) tax on retail sale of fuels (IVVC) 
and (iii) tax on transmission of financial 
amounts and rights (IPMF». The third 
category compri.scs contributions to social 
integration programme (Pl.S), the public 
employees financial reserve fund (PASEP), 
and various other social contributions. 

Trends in revenue from all the commodity 
taxes in general and from VAT in particular 
indicate that the proportion of domestic taxes 
on goods and'scrvices has declined from 27 
per cent of the total tax revenue in 1968 to 
25 per cent in 1992 (Table 1). However, the 
share of value added tax in total domestic 
taxes on goods and services has increased 
from 67 per cent in 1968 to 79 per cent in 
1992. Also, the trend in tax revenue as per 
cent to GDP indicates that whereas those 
taxes contributed 16.7 per cent of GDP in 
1970, the ratio declined to 10.5 per cent in 
1988 but increased to 12.9 per cent in IWI 
(Table 2). Although the ratio went up in 
1991, it was below the 1970 mark in the later 
years. The proportion of the IPI in GDP has 
declined from 4 4 per cent in 1970 to 2.0 per 
cent in 1988 and that of ICMS from 6.9 per 
cent to 5.0 per cent during the same period. 
In 1991 there was a small increase in the 


share of both these taxes bringing the total 
to9.0pcr cent. The other major indirect taxes 
also recorded a change iii their proportion 
to GDP. Whereas their proportion was 5.4 
per cent of the total in 1970. it went up to 
6.2 per cent in 1980. However, in 1988 it 
declined to 3.5 per cent. The trends in the 
proportion of different taxes to GDP indicate 
that the fiscal role ol value added lax has 
again been on an increase, although the same 
is yet not very significant in the overall fiscal 
structure of Brazil. 

Of course, it is important to note that thef 
contribution of the ICMS varies from state 
to stale (Table 3). Among the major .states, 
the stale of San Paulo collected 38.20 per 
cent of its tax revenue in 19*) I as against 9.95 
per cent in Minas Gerais, 10.30 per cent in 
Rio dc Janeiro, 7.67 per cent in Rio Grande 
do Sul, 5.47 percent in Parana, 2 66 percent 
in Pemambilco and 1.88 per cent in Ccara. 
Thus, almost 60 per cent of the revenue was 
collected by three states and over 75 percent 
by .seven states. 

Ill 

Federal VAT 

The Federal VAT levied in Brazil is 
known as IPI (Imposto .sobre Prndutos 
Indusiriali/ados).' It is a selective tax 
restricted to the nunutaciiiring sector and is 
levied on all transactions ot taxable industrial 
products on the principle of value added. 
That is. the tax base consists of industrial 
value added defined ns sales minus purchases 
of inputs, keeping capital goods outside the 
creditable base. 

The .scope of the IPI is. however, restricted 
up to the delivery ot industrial products at 
the producer level and is levied on (i) im¬ 
porters of foreign products who subsequently 
sell them; (ii) industrial establishments 
performing any industrial process from 
which a chargeable product results even if 
it is actually exempt or subject to zero rate 
and on (iii) establishments assimilated by 
the law to indu.strial establishments. 

The coverage for the taxable transactions 
under the IPI includes those industrial 
products that have been the objects of an 
industrial process, viz, changing the nature, 
performance, completion, display or purpose 
of a product or improving its readiness for 
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consumptittn. However, agricultural and 
mineral products arc excluded from the 
purvicwoftheiPI. Also, retail and wholesale 
trade including services arc excluded from 
the scope of the IPl, making it restricted to 
a few select industrial activities only. 

Rates of IPt: The IPl has a multiplicity 
of rates with considerable variations across 
commodities. Tins is attributable primarily 
to three factors; First, on equity considera¬ 
tions nece.ssitics are taxed at low rale.s. 
Secondly, the tax rates are based on the 
degree ol processing of commodities. That 
is to say, the rates vary according to the 
content of proce.s.sing. Finally, luxuries and 
sumptuary goods are taxed at high rales. The 
rates are specified in a lengthy tariff list and 
are subject to frequent amendments. In 
general, the IPl rales are: .130 per cent on 
cigarettes, 200 per cent on beer. 77 per cent 
on perfumes, 40 to-.50 per cent on auto¬ 
mobiles, 20 per cent on wine, 8 to 10 per 
cent on chemical inputs, 4 to IS per cent on 
pa|)ci, 4 10 10 per cent on electrical machi¬ 
nery and equipment as well as non-metal 
minerals, and 4 to 6 per cent on metal. 
Altliough the intention of rate variations is 
to differentiate tax burdens according to the 
nature of ihe product, it is generally felt that 
such treatment is not easily manageable at 
the level of manufacturing; it could be better 
implemcnied only at the consumption level. 
The intermediate product (such as leather) 
could be used for a necessity (such as shoes) 
nr for luxury (such as vanity purses). In 
addition, the multiplicity of rates causes 
various .administrative problems. 

IPl levied on raw materials, intermediary 
products and packaging materials entering 
into industrial cst.abli.shmcnl.s gels credit 
againiit the tax liability of the final goixls 
provided the final goods are not exempt from 
tax. However, the credit is avaihtble with 
respect to exports and production of certain 
exempt articles specified by law. 

Tltc acquisition of goods which will not 
be part of new prtxiucts but arc consumed 
in the production of taxable articles (such 
as tools that undergo wear and tear) may also 
claim tax credit. Specific machinery, 
apparatuses and equipment produced in 
Bra/.il** forming part of fixed assets and used 
solely in the industrial process arc also eligible 
for tax credit The eligibtlity for such tax 
credit is notified by the ministry of finance 
but the co-ordinator of the tax system also 
approves additional items for such credit. 

Industrial est.iblishmcnts arc allowed to 
take credit for the payment of tax on pur¬ 
chases from the unregistered wholesale 
dealers as well.-' 

Imported goods are subject to IPl. 
However, products which under the law are 
exempt from the tmport duties arc auto¬ 
matically exempt from IPl applicable on 
imports. Also, under I^w 9000 of March 16, 


1995, the import of various equipment, tools 
and machinery (as indicated in a list attached 
to the law) is also exempt. Similarly, exports 
are exempt from IPl and taxes paid on 
industrial exports are zero-rated. 


Exemptions under IPl: The major 
exemptions or exclusions, as shown in the 
Annexure, are for; (i) some specific inputs, 
(ii) ail exports, (iii) the output of firms 
installed in Manaus Free Zone — the ZFM 


Annexure: Exclusions and Exemptions under IPl 


A Not Taxed* 

1 Mineral combustibles 

2 Petroleum oils 

3 Waste, residues and scrap iron, steel, copper, 
nickel, aluminium, lead, zinc, tin and 
magnesium 

4 Fcniliscrs 

5 Micronutnenls 

(i Books, newspapers, albums, and sheet music 

7 Arcliiicciurc de.signs and projects 
K Touristic brochures 
9 Photographs 

B Eximpted* 

1 Soft cheese 

2 Vaccines for people and animals 

3 Milk containers with capaeity of 300 litres 
maximum 

4 Shoes 

.3 Wooden dormant for railroads 

6 Iron or steel material special for fence 
constniclion 

7 Railroad tracks 

8 Railroad dormant 

9 Railroad silos 

10 Barbed wire 

11 Tractors 

12 Buses 

13 Vehicles for handicapped persons and taxis 

14 Bouts 

15 Wlieel chairs 

C 2i:i«)-iiATCi> 

1 Various food preparations 

2 .Sodium chloride 

3 Plaster 

4 Inorganic cliemical products (c g, (lour, 
iodine, poia.ssiuin nitrate, amalgam, 
-jranium. thorium) 

.3 Organic chemical products (e g, benzene, 
toluene, xylene) 

6 Pharmaceutical products 

7 Paint and varnish 

8 Candles 

9 Casein, alumina, gelatine, glue and 
adhesives 

10 Matches 

11 Lightning rod 

12 Aluminium printing foil and films 

13 Fungicides and herbicides 

14 Acrylic polymer for odontolugical use 

15 Polyvinyl 

16 Plastic fur food and pharmaceutical 
packaging 

17 Natural rubber and rubber pniducts 

18 Leather and letither products 

19 Wood and wood products 

20 Cork bark and corl products 

21 Products derived from basket-making 

22 Cellulose -ind wood paste 

2.3 ' Paper pad for letters, school notebooks, 
imprinted forms, labels, impnnied papers, 
cartographic material, stamps, checkbooks, 
postcards, publicity material.etchings, fiscal 
note ptids. pharmaceutical instructions, 
movie tickets, etc. 


24 Wool, hides and skins 

23 Cotton 

26 Cotton thread, cotton fabric fibres, etc. 

27 Natural linen, synthetic, and artificial linen 
fibres 

28 Feminine hygienic pads, cotton paste, 
synthetic, and artificial cotton fibres 

29 Fishing net and ropes 

30 Clothing made of polyester material 

31 Clothing .and clothing accessories 

32 Other textile materials 

33 Shoes 

34 Hats, helmets, and shower eap.s 

3.3 Umbrellas and canes 

.36 Feather products 

37 Stones for paving, tiles, marble, and other 
natural stones 

38 Bricks for use in construction sites, ceramic 
pipes, etc. 

39 Pie.ssed and moulded blacks 

40 Glass, tubular containers for medications, 
glass for contact lenses, blades fur 
microscopes, etc 

41 Precious stones, treated stones, raw silver, 
.semi-manufactured or powder silver, raw 
gold, platinum, palladium, radium and 
coins 

42 Iron or steel products (c g, roof gutter, 
doors, windows, products used to build 
railroad crossing and detours, cages, etc) 

43 Copper, raw copper, copper ligaments, etc 

44 Nickel and derivatives 

43 Aluminium and aluminium frames for Ihe 
shower 

46 Lead and derivatives 

47 Zinc, tin and manganese 

48 Agricultural tools 

49 Automobile warning triangles 

.30 Electrostatic filters 

51 Snow plough 

32 Printing foil 

33 Industrial ovens 

34 Reconis and tapes with educational -nalcrial 

33 Locomotives, wagons, and spare parts for 

trains 

.36 Animal driven carls 

57 Helicopters and aeroplanes weighing 
between 7,000 and 15,000 kg 

58 Transatlantic ships, fishing and cruising 
boats 

59 Optical fibres, contact lenses, and lenses 
for spectacles 

60 Prosthesis, cardiac valves, hearing aid, heait 
pacemakers, anatomic model for 
educational purposes 

61 Musical instruments and accessaries 

62 Weapons 

6.3 Nonelectric equipment for illumination 

64 Ivory, brushes, brooms, buttons, zippers. 

pencil, chalk, clay, seals, sponges for 
domestic purposes, etc 

* The items under 'Not taxed' are simply not 
coveted in the tax legislation while ‘Exempted’ 
ate excluded by law. Their economic effects 
should essentially be the some. 
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(Zona Franca de Manaus) and approved by 
proper authority and (iv) a large number of 
specific products or projects. About 60 
products are taxed at zero rale or exempted 
from the iPI. These include food items, 
pharmaceuticals, fertilisers, skins and 
leathers, and shoes. 

The bulk of the revenue of the IPI is 
generated from a few select commodities 
(Tabic 4). These include cars and other 
vehicles (16.2 per cent of the total IPI 
revenue), tobacco products (13.2 per cent), 
beverages (10.1 percent), chemical products 
(8.1 per cent), and the products of the metal 
and mechanical industry (7.0 per cent). The 
collection of revenue from different stales 
is uneven; three .stalc-s, namely, Minus Gerais, 
Rio de Janeiro and Sao Paulo account for 
75 per cent of the total collection. Since, 
a part of the revenue collected through the 
metal industry is also possibly assigned to 
cars, it may be fair to as.sumc that about one 
half the revenue is collected for three final 
product categories, viz. vehicles, tobacco 
and beverages. 


IV 

State-VAT (ICMS) 

The stale-V AT (I mposto Sobre Operacocs 
Rclativas a Ciiculacao dc Mercadorias e 
Scrvicos) known as ICMS, replaced the then 
.sales turnover taxes in I96()s. Initially, the 
law intended to have all items including 
capital goodsin its base. However, in practice, 
the actual drafting of law was such that it 
did not include nil production or consumption 
in its ba.se. First, the lax base of the specific 
taxes was explicitly excluded. Secondly, since 
1969, a large number of capital goods 
produced m Brazil were exempted from the 
ICMS. Thus, agricultural machinery and 
equipment got exemption in 1969 followed 
by exemption in 1971 lor a wide range of 
equipment and machinery for the industrial 
sector intended for the northern and north¬ 
eastern regions. 

'Fhe existing siiuclurc of the ICMS is such 
that it is levied on the sale of goods at all 
stages of the production-distribution process. 
It includes retail trade ns well as agriculture 
and cattle raising .sectors. However, it 
excludes lax on services which is levied 
separately under ISS.'* Agriculture is given 
a unique treatment. Also, no credit is allowed 
for the purchase of capital goods. As in the 
case of IPI, there arc large number of 
exemptions. These include intermediate 
imports, imports exempted from import tax, 
fertilisers and pesticides, many inputs for 
agricultural production, various other specific 
products such as vegetables, eggs, and the 
sale of agricultural equipment in the north¬ 
eastern states. 

In general, there are five rate categories 
in the ICMS^: 25 per cent for sumptuary 


consumption items such as liquor, cigarette.s, 
tobacco, electronic goods, video games, 
sports, communications, gas and alcohol: 18 
per cent standard rate (applicable to most 
items); 12 percent on electrical consumption 
between 50-200 kw energy, 8.8 per cent on 
capital goods, and 7 per cent for rice, beans, 
bread, salt, meat and food items. Indastrial 
exports arc zero-rated with some exceptions. 

The ICMS tax base is inclusive of tax. 
This implies that the effective rale of tax on 
the basic prices is in fact higher than indicated 
in the tax law. For example the standard rale 
for con.siimcr goods which is 18 per cent is 
calculated as follows; 

0.18 X (retail price (including lax)|. 

Thus for a price of $ t(X). the tax is 18, 
the retail price excluding lax is $ 82. If the 
lax IS related to the base price, i c, $ 82. the 
rate works out as: 

(l8/82)XiOO = 21.95 per cent. 

The effective tax rate could still be higher 
in some cases where the base of ICMS is 
inflated by including the estimated value 


added of later stages of proi-essing (such as 
retailers). This system of mnalmg the base 
IS referred to as .Substiiuu.uo Tribiiiaria. 

ICMS on InieriiatioiHil anil lmcnri>um(il 
Tmmartwns: Tlic ICM.S iK-inga state-VAT, 
the tax is levied on all mtiasiale sales, that 
is. the sales made within the state. However, 
in a federal country any sale within a stale 
which occasions the movement ol goods 
from one state to another does not icniain 
a purely intrastate transaciion Tlicrclore, in 
treating interregional irans.ictions Ura/.il 
follows the "origin principle’ '* where the 
tax IS levied by the exporting state The 
importing state allows ciedii foi the lax paid 
in the state of origin. 

However, to nemralisc the impact ol level 
of development of difleicnt slates in the 
country, the tax rate on mierregionul trans¬ 
actions varies according to the destination. 
While the general rate of tax on interstate 
transactions, as a rule, is 12 per cent, the 
differential interstate rate is 7 per cent for 
goods sent Irom south-easi to north-cast or 


Tabix I. TufcNos IN Tax Rcvenui in Bra/ii. 

(Heak III IliiHisitiuh) 


Heading 

1965 

1968 

1991 

1992 

IV Tax Revenue 

»l).() 

4619 7 

'1567 3 

105587.8 

1 Tax on Inc pnifils, cap gains 

2.1.4 

1530.0 

2149 9 

24909.8 

t.l Individual 

0 8 

91,7 

87 6 

8246.0 

1.2 Corporate 

5 5 

4.52 4 

•123 6 

13226.1 

2 .Social security cunlribuliuns 

27.5 

1525 5 


43198,2 

.'t Taxes on payroll and workforce 

4 9 

269 4 

621 9 

8249.5 

Social integration progroinine 

.1.6 

202 5 

569 7 

6554.9 

4 Taxes on property 

- 

2 5 . 

to 6 

31.9 

5 Doin taxes on goods and .services 

21 6 

1278 8 

2670 2 

26576.7 

5.1 General sales, turnover on VAT 

29 

227 9 

954 5 

6439.5 

5.2 Excises 

114 

811.8 

1 526 9 

15480.0 

Industrial products lax 

6 7 

615 1 

1270 6 

14677.0 

5.4 Taxes on specific services 

6 2 

217,2 

■402.5 

4575.3 

Financial transactions 

2.6 

103 3 


3948.7 

5.5 Taxe.s-use, Perm to ii.se goods 

6 

. '7 

6.1 

81? 

5.5 1 Business and profit 

- 

; 1 7 


81.9 

5.5.2 Motor vehicle Taxes 

6 

- 


- 

5.6 Other taxes on goods and services 

4 

20 2 

- 

* 

6 Taxes - internal/iradc transactions 

.1 1 

2138 

.■’92 5 

2621.7 

7 Olher taxes 

- 

- 

- 

- 

Source. IMF, Goveiiiiiieiil t'liuiiive Sunixtus 

t'frti Honk, various issues, W: 

r.liinglun. 

DC 

Tabit 2' Tklnos 

r Tax Ri.vini i 

IN Bkazii 


• 

(As Pci 

1 Ccnl ol GDPI 




Tax Heading 

1971) 

1980. 

1988 

1991 

Total Tax Revenue 

26.0 

24.6 

21.8 

24.5 

Direct Taxes 

9 2 

11 3 

tl 5 

11.5 

Indirect Taxes 

16 7 

13 3 

10 5 

12.9 

Value Added Taxes 

11 .t 

7 1 

7.0 

9.0 

IPI 

44 

22 

20 

2.2 

ICMS 

6 9 

49 

5.0 

6.8 

Olher Commodity Taxes 





I.SS 

0 2 

0.3 

0 5 

0.4 

lOF 

- 

0.9 

0 3 

0.6 

Specific and Trade Taxes 

5 2 

5.4 

1.5 

0.6 

Social contribunons on sales 





PI.S/PASEP 

- 

1 0 

0.7 

1.0 

FINSOCIAUCOFINS 


0.6 

0.7 

1.5 


Soiiire: Natnmal Airnunts Siaimics. Funducau IBGF. (Government Statistics Institute). Brazil. 
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to the central-west states.^ Thus, by levying 
a higher rate of tax (17 per cent) on sales 
and reimbursing at a lower rate (7 per cent) 
to importers, these states raise 10 per cent 
on imports. 

The equalisation mechanism operates even 
when the less developed states enter into 
such transactions by exporting to the rich 
states. In that ca.se nch states experience a 
corresponding revenue loss. For example, 
when the transaction takes place between a 
poor (exporting) state and rich (importing) 
state, (he poor state collects 12 per cent 
which is reimbursed by the rich state. 
Thus, the rich state raises only 5 per cent 
(17 minus 12 percent) on imports consumed 
in the .state. 

This ‘triangle trade' puts the exporting 
state to a definite revenue loss.’® These ad¬ 
justments are intended to act as a regional 
equalisation scheme by which southern states 
support the states in the north by reducing 
interstate tax rates selectively." 

Tax Coordination under ICMS: The 
National Public Finance Council (Conselho 
dc Politica Fazendaria - CONFAZ) plays an 
important role in co-ordinating the interstate 
tax under the ICM.S. The CONFAZ 
determines the exemptions or reductions m 
the rates of the ICMS through meetings at 
regularintervals. However, the interstate rates 
are ftxed by the enactment of the Senate. The 
CONFAZ consists of all states’ rcpre.scn- 
tatives with 27 councillors. Unanimity is 
required for any resolution to go thiough. 
The I9KK Constitution strengthened the 
legislative role of the CONFAZ. It now 
promotes treaties on tax benefits and 
harmonises rates. The CONFAZ can change 
the rates but since unanimous approval is 
e.ssential, the changes are infrequent. Under 
the agreements of the CONFAZ, some 
specific products such as vegetables, eggs 
and domestic fi.sh are exempt. Also, it has 
granted exemptions to sale of agricultural 
equipment to the north-east and to Para, 
Amapa. and Rondonia. Similarly, agricul¬ 
tural exports including specified vegetables 
and fruits are exempt. Small businesses are 
exempted on administrative considerations. 
Also, it is impoibint to note that although 
CONFAZ harmonises interstate trade, some 
of the states try to grant concessions (such 
as grant of payment deferrals to attract 
industries) that arc not permissible. Sales 
toZFM area are zeni-ratcd. AKso. all industrial 
exports arc zero-rated. However, the credits 
earned by the exporters are rarely reim¬ 
bursed in cash by the government. Export 
credits are thus nonrefundabic leading to an 
additional burden on thc-cxpoitcrs. 

Although, the Constitution grants 
immunity to exports, some semi-manu¬ 
factured goods are taxable. Such goods are 
subject to export ICMS. However, the list 
of exempted items has been gradually 


enlarged. It now includes many more items 
such as textiles and many of the primary, 
intermediate and agricultural exports inclu¬ 
ding frozen meat and fruit juice. These com¬ 
modities bear the burden of the ICMS but 
various treaties among states exempt many 
such items, especially agricultural produce. 

As provided in the Constitution, the ICMS 
is levied on all imports. The tax is collected 
by the slate where the goods are received 
for first-stage processing. The exemptions 
for the ICMS include intermediate goods. 

V 

Management of ICMS: Case Study 
of Sao Paulo 

Administration of VAT (ICMS) being a 
state subject, variations prevail among 
different states of the federation. However, 
as stated earlier, CONFAZ provides overall 
.supervision for the administrative a.spects of 
the ICMS in different states. 

Notwithstanding variations in the admi¬ 
nistrative aspects of the ICMS in different 
states, wc present in this paper a ca.se study 
of the state of Sao Paulo which would 
highlight the main features of the manage¬ 
ment of the ICMS in Brazil. The selection 
of this state may not be representative due 
to considerable variations in the levels of 
economic development among different 
states, but it does throw light on the major 
features of tax management in a slate which 
accounts for 46.6 per cent of GDP, and 21.3 
per cent of the population of Brazil.’ 

Registration of Dealers: This being the 
key factor in administration of tax, all the 
dealers are required to be regi.stcred with the 
department before the commencement of 
their business. Registration is cs.scnlial also 
for (i) co-ordination with the federal income 
tax authorities tmd for (ii) obtaining licence 
from the environmental department. 

The procedure for registration requires an 
application to be submitted by the dealer. 
However, to have properidcntifipation of the 
bona fide, the dealer is required to-produce 
documents related to his property and other 
credentials to show his tlnancial status. 

Classification of Dealers'. The ICMS is 
collected and paid to the government by the 
dealers according to their turnover. For this 
purpose, the dealers are classiried into three 
categories: (i) micro enterprises, (ii) retailers, 
and (iii) large dealers. Micro enterpri.scs arc 
exempt from payment of tax up to their 
turnover of NCz.$ 50,000 per year. There is 
aspcctal rcgi.stration number for small dealers 
which number 40,000 in all. Retailers 
(excepting super markets and departmental 
stores) arc taxed according to their estimated 
tax liability based on the sales of previous 
years. 

Distribution of dealers in Sao Paulo 
according to grades of turnover, as on 
February 1, l993,asgiveninTable5,shows 


that large dealers account for a major 
proportion. Whereas only 16 per cent of 
dealers fall in turnover group up to NC^ $ 
50,{X)0 per year, 76 per cent account for 
turnover group of NCz S 60,000 and above. 

Payment of ICMS: Every registered dealer 
is not requir^ to pay the tax. However, the 
procedure of payment of tax requires that the 
tax paying dealer .submits a form (ICMS-2) 
before the 10th of every month along with 

Tabu 3: ICMS Revenue by States and 
Regions 

(Cr 5 million)* 

ESTADOS AniuunI Share of Each 

Stale in Total 
Revenue of 
ICMS I99l(») 


Northern Region 


Acre 

8095.57 

0.07 

Amazonas 

186.341.53 

1.67 

Para 

16785702 

1.51 

Rondonia 

4876268 

0.44 

Ainppa 

91.5609 

0.08 

Roraima 

808895 

007 

Topcantins 

2438445 

0.22 

North-East Region 

Marankhao 

7890273 

0.71 

Piaui 

4946567 

0 44 

Ceara 

20931t21 

1 88 

Rio Grande 

doNorte 

621.5697 

0.56 

Paraiha 

7732753 

070 

Pernambuco 

29546507 

2 66 

Alagoas 

67627.50 

0.61 

•Scrgipe 

61186.55 

0.55 

Bahia 

47930811 

4.31 

South-East Region 

Minas Gerais 

11(K)48.349 

9.95 

Espirilo Sanlo 

22622243 

2 0.3 

Rio de Janeiro 

114646369 

10.30 

Sao Paulo 

42.5045941 

38 20 

Southern Region 

Parana 

60904988 

5.47 

Sabnla Catarina 

35942895 

3.23 

RioGmadcdoSul 

852X9755 

7 67 

Ceniral-Easi Region 


Maio Gcos-so 

14.314.395 

1.29 

MatoGros.sodoSul 18013128 

1.62 

Goiss 

29202995 

2.62 

Distrito 

126.37879 

1.14 

Federal 

Brazil 

1112.592706 

lOO.(X) 


* Preliminary Estimates, 
v Exchange rate (mean value for FKI) is 
Cr $ 404.93 = US$ KXI 


Table 4; Dlstribution ni- Revenue from the 
IPI BY SmiRci., 1991 


Items 

Cominoditywise 
Break-up of the 

IPI Revenue 

Cars and other vehicles 

16.2 

Tobacco 

1.3.2 

Dnnks 

lO.I 

Wholesalers 

10.0 

Chemical products 

8.1 

Metal products 

7.0 

Paper and paper products 

3.5 

All other industries 

27.2 
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its payment to a bank. The ICMS-2 contains 
all the details necessary to identify the 
category and features of the dealer such as 
the information on the code of economic 
activity, type of commodity purchased and 
sold, lax credit, exemptions granted, 
checkposts through which goods enter, and 
other details of the payment. The lCMS-2 
passes through four different channels, each 
one having some checks on the entries. 

Submission of Return: All dealers having 
turnover above the exemption limit of 10,000 
units'^ are required to submit a monthly 
return in Form CEC. This return form requires 
the dealer to submit all the details about him 
including the economic activity, debits and 
credits of ICMS and authentication of the 
receiving officer. The Form CEC, a two- 
page document, is thus meant to provide the 
management of the ICMS with all the neces¬ 
sary information including the summary of 
all the tran.sactions fnrcontrol, cross checking, 
comparison and auditing of the dealer. 

Auditing of Dealers: The statistical section 
of the department examines the trend of the 
turnover and tax payments by the dealer and 
compares it with the sectoral trends to which 
the dealer belongs. Drawing upon the 
variations between .sectoral trends and the 
trends of different dealers, the tax analysts 
in the statistical section draw the dealers that 
have to be audited. Since there are more than 
0.7 million dealers and only about 3,000 
auditors (having an auditor/tax payer ratio of 
1:23), it is just not possible to audit all the 
dealers. Hence, in addition to special 
selections for auditing due to reasons of 
evasion, ordinarily I per cent of the dealers 
areselected. Forthi.spurpo.se various methods 
are used. First, information is obtained from 
regional offices about the variationsin trends 
of different dealers. Secondly, the statistical 
section is regularly estimating trends for 
different types of businesses, as well as 
industries to provide the department with 
a comparative picture of the reported turnover 
as compared to the estimated trends. The 
information available fromotherpublications 
is also used in selecting the dealers for 
auditing. In addition, the information 
collected at the fiscal checkposts is also used 
to select dealers for auditing as also to cross- 
verify the documents with the help of all ihe 
states to which each one subscribes. 

Fiscal Frontiers (checkpoints): With a 
view to'controlling the inflow into and the 
outflow from the state, the ICMS adminis¬ 
tration takes recourse to establishing fiscal 
frontiers (Postos Fiscais de Fronteira) at 
various important border points of the state. 
The total number of such fiscal frontiers in 
Sao Paulo is 48. These fiscal frontiers work 
as custom posts at the state borders. All the 
vehicles passing through these frontiers are 
stopped to obtain documents concerning the 
go^s being carried by the vehicles. Thus, 


the frontiers control the inflow and outflow 
of the goods into and out of the state. The 
information so collected at the fiscal frontiers 
is sent to the concerned assessing authorities 
to cro.ss-verify payment of tax on these 
transactions, llius, the fiscal frontiers provide 
necessary information about the likely 
turnover of the dealer. 

Equalising Functions: In addition to 
yielding revenue to the state, the ICMS has 
a function of revenue sharing with the local 
bodies of the state. With a view to performing 
this task carefully, each dealer is required to 
submit a form (DiPAM-B) once a year. The 
form gives details of the total intrastate as well 
as interstate sales and exports. Also, it gives 
details for calculating ICMS liability. On the 
basis of the information so collected all the 
municipalities get their share from the state. 

VI 

Reforms in Value Added Tax 

With a view to avoiding the problem of 
multiplicity of taxes at different tiers of 
government. Brazil is contemplating another 
major constitutional reform to have a new 
VAT called IVA (Imposto Sobre Valor 
Adicionado) replacing theexisting IPI, ICMS 
and the cascade type tax ISS. The IVA 
would be an extension of the exi.sting ICMS 
at the stale level. However, unlike theexisting 
origin base taxation, the IVA would be 
collected at the destination. It proposes that 
the tax invoices for interstate transfers would 
be issued inclusive of tax. but the state would 
be compensated for the interstate transactions 
through clearing house transactions. 

With a view to having regard to equity and 
administrative expediency Ihe number of 
rates and exemptions would be drastically 
reduced, although a zero tax rate would 
prevail for items which are primarily used 
by the low-income groups. Also, all capital 
goods and exports would be zero-rated. 

Revenue Implications of the New VAT 
(IVA): The potential revenue from the IVA 
is estimated to be comparable to the yield 
from the existing ICMS'-’ (Table 6). The 
IVA would thus apply to approximately bO 
per cent of the consumption of the economy. 
The new rate is estimated to be 23 per cent 
to be revenue neutral to compcn.sate for the 
existing ICMS, IPI and the ISS. Although 
these results arc preliminary, these do indicate 
that the likely shares of the states in the 
overall ba.se of the tax will approximate to 
each other. 

VII 

Summary of Conclusions 

The existing system of taxation in Brazil 
is based on tax reforms enacted as part of 
the 1988 constitutional reforms which aimed 
at strengthening the structure of value added 
tax at the state level. 


The existing indirect uix sysicm ot Brazil 
is characterised by a vaiiciy of taxes. The 
taxes arc levied by all the three tiers of 
government. The federal govctnincni levies 
the IPI - a federal VAT on nuiiiutacturing; 
the state governments levy the ICM.S - a 
stale V AT on agriculture, industry, and many 
services; and the municipal governments levy 
ISS - a tax on services which is not included 
in the ICMS. The IPI being pnmarily a 


TAm>: .S;Di.sniiBUnirN oi Di.aichs accorimnc 
TO Turnovhii in ,Sa(' I’aiiio 
(A.S on February I, PW?) 


Turnover 

Croup (NCz $) 

Total 
Number 
of Ucalcr.s 

Mucio 

l>caleis 

Normal 

Ileaiers 

(M.S.tKK) 

.57,178 

20.202 

29,464 


(7.28) 

(t5.33) 

(51..53) 

4.'i.(XK)-.Stl.OOO 

71,032 

32,359 

37,332 


(9.0.5) 

(45.56) 

(52.56) 

SO.tXXI-.Sb.OOO 

.32,.33y 

447 

28,611 


(4.12) 

(1 38, 

(88.47) 

.“ib.OOO-bO.OOO 

27,638 

162 

21,975 


(3.52) 

(0.-59) 

(79.51) 

bO.tXX) and 




above 

596.329 

.388.179 

159,867 


(76.03) 

(65.03) 

(26.78) 

Total 

785.116 

441..379 

277,249 


(100.00) 

(.56 22) 

(.35.31) 


Nines-. (I) Figures within parenthesi.s tor micro 
.md normal dealers indicate per cent 
to total fur the low. 


(2) Figures in the coliiinii ul total dealers 
indicate per cent lo total for the 
column 


Tabi.f. 6: Rfveniie fiiom IVA and ICM.S 
IN Brazil 

(III milliiiH nf 1991 Cr$) 


State 

IVA 

ICMS Bose 

Acre 

153367 

39197 

Alaguas 

.5()*>528 

327931 

Amapa 

68491 

44.334 

Amazonas 

l(Xi462() 

906283 

Bahia 

3649920 

2320860 

Ceara 

1307944 

1013.506 

Federal Dist 

883(8)6 

611935 

Expir Santo 

1281299 

1418887 

Goias 

1887933 

14140.35 

Maranhao 

1072123 

.382052 

Mato Grosso 

499264 

693118 

Mat G do Sul 

1357489 

872214 

Minas Gerais 

9381.568 

691.5519 

Paru 

110513 

812780 

Paraiba 

463942 

374425 

Parana 

4780260 

.38065.56 

Pernambuco 

19.54217 

1430673 

Piaui 

2889(X) 

239520 

Kio de Jan 

8175135 

7146645 

R Gd do Ntc 

4791.38 

300965 

R Cd do Sul 

5211209 

53293.56 

Rondunia 

2350.57 

236115 

Roraima 

68480 

39163 

Sta Catarina 

249534.3 

2246431 

Sao Paulo 

26803714 

26.565372 

Sergipc 

319290 

296270 


Source: IBCE (Govemineiit Statistics Institute) 


and Getulio Vargas Foundation. 


Economic and PPlitical Weekly Ptimiary IS, 1997 


361 



selective tax restricted to the manufacturing 
sector with large exemptions, the basic thrust 
in Brazil is on the ICMS. 

The fiscal importance of these taxes has 
been different according to the type of levy. 
The share of the IPI has declined over the 
years. The share ot the ICMS declined in the 
1980s but over the years almost regained the 
place in the fiscal armoury. 

The IPI has a multiplicity of rates. Al¬ 
though the intention of rate variations is to 
differentiate tax burdens according to the 
nature of the product, it is generally felt that 
such treatment is not easily manageable at 
the level of manufacturing; it could be bctlei 
implemented only at the consumption level. 
The intermediate product (such as leather) 
could be used fur a necessity (such as shoes) 
or for luxury (such as vanity purses). In 
addition, the multiplicity of rates cau.ses 
various administrative problems. 

In the context of operational efficiency, 
it is important to recognise that the instru¬ 
ment of fiscal frontiers (check points) is not 
an appropriate mechanism for the scientific 
management of VAT. Such frontiers create 
hindrances in the free flow of goods across 
the .stales. Also, these give rise to corrupt 
practices at the frontiers. Estimates of loss 
of manpower and truck time at thcchcckpo.sts 
in India indicate the magnitude of such a 
loss.'** It is hoped that the proposed new 
state-V AT would take care of some of these 
problems'* when the interstate transactions 
would be settled through a clearing mecha¬ 
nism and the tux would he bu.sed on the 
destination principle. 

Notwithstanding various limitations with 
the V AT at the two levels of government in 
Brazil, it is useful to learn that as is the case 
with the European Union, where the VAT 
is levied by each Member .State according 
to its own laws with a floor level of tax rates, 
the stalc-VAT of Brazil could be followed 
by the other federations. We could also 
emulate such a model. However, the i.ssues 
of significance fur the other federations 
include(i)thc structural strengthofthe ICMS, 
and (ii) the operational efficiency of the 
.state-V AT. especially m the context of equity 
and cffictency of the tax system. As regards 
the structural strength of the ICMS, the 
mechanistn of interstate adjustments based 
on the principle of ‘origin’ creates interstate 
inequity. Also, the rate variations forinterstate 
flows (i e, to have varying rates for different 
states based on the stage of economic 
development) have given rise to malpractice 
by the rich .states (such as offering of special 
tax deferrals). Such practices have attained 
increasing importance in recent years. 

Notes 

[The author is grateful to Carlos Alberto Longo. 
fuse Teufilo Je Olivera, Richard BinI, Clovis 
Panzarini and A Bagchi for their very useful 


comments on the original draft of the paper. He 
is also thankful to vanous participanis at the 
International Sysniposium on Fiscal Rcl'urniN 
held at Sao Paulo for their valuable comments on 
the issues involved in this paper. However, the 
author alone remains responsible for errors, if 
any. Excellent secretarial assistance provided 
by Praveen Kumar is also gratefully acknow¬ 
ledged.! 

1 These refonns succeeded those implemented 
in lyb-S. 

2 The ICMS is an improvement over the 
old system of state VAT called ICM. The 
present ICMS has an extended ba.se to cover 
goods and services previously covered by 
the IPI 

3 This is levied on the strength of law 43U2 
of November .30. 1964 with subsequent 
amandments The regulations were enacted 
viile Decree No 87.981 of December 23, 
1982.’ 

4 The .Supreme Court of Brazil has upheld that 
such a subsidy lo national industry is 
|iet iiiissible It is thus not available lo iiiiportcd 
iiiachiiiery 

.8 Such a credit is based on the rale curie.s|xin- 
diiig to the product on SO per cent of its price. 

6 Pnor to the Constitutional Keforiiis of 1988. 
SOUK’ of the gixids and services (such as fuels, 
minerals, transport ami cuininunicalion) were 
excluded from the lax base. The.se have now 
been included in the ba.se. 

7 The 1988 Comslilulion delegated to the .slates 
the power to establish internal rales. 
Accordingly, there are some variations in lax 
rates among the slates. 

8 In general, two principles are followed for 
taxing inicr-rcgional trade. Them: arc ‘origin’ 
and ‘destination’ principles. According lo the 
origin-principle, the tax is levied by llie stale 
originating the movement of goods. However, 
lo avoid the double taxation of the same ba.se, 
llie importing stale allows set-off of the tax 
paid earlier In the destination pnncipic the 
exports arc ‘zero-rated’ 

9 There arc nine stales in ilic north-east, four 
111 the ccniial-wcst and seven in the north. 
These states arc regarded as less developed 
slates. In all iIk’ic are .six states which are 
regarded as developed stales. 

10 This feature is pointed out in Longo (1992). 

11 Tire arrangement is afso hencficial to the 
exporting slate, because such an arrangement 
prevents the im|)orting stale from ‘shopping 
abroad', without having to pay VAT. 

12 These units arc fiscal units defined in terms 
of New Cru/ado (NCz$). In view of tire 
double digit inflation, these units arc indexed 
Presently, a dctilcr liaving annual turnover 
ofNCzS 5(X)U() are exempt from payment 
of tax. 

13 The estimates arc based on the Family Budget 
Research Pnigramme (POF), earned out in 
1987-88 by the IBGE Foundation (FIBGE). 
The progmmme attempted to calculate lire 
average propensity lo consume for several 
slate capitals. 

14 Sec for details Purohit. Mahesh C (I99.S), 
StriH'iure imiiAdmmstnuim nfSale,\ Taxation 
in India — An Eronoiuir Analysis. Gayatri 
Publications, Post Box 849.8, Ashok Vihar, 
Delhi-! I(X>.82. 

LS SIRF (1993); A Proposal for Fiscal Rfjornt 
in BrurJI, International .Symposium on Fiscal 
Reform. .September 6-10. 
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‘Chfldren’s Work Activities, Surplus Labour 

and Fertility’ 

Case Study of Six Villages in Birbhum 

Arup Maharatna 

Real gains from a large number of children depend crucially on the amount of land owned by the family and 
off-farm job opportunities. Since both are available in negligible amount, children’s participation in productive 
work not only disguises surplus labour but also substitutes adult work-hours, thus in no wiv alleviating household 
poverty. In fact, on the basis of a survey, the article notices a concealed need for fertility regulation among poor 
couples, and suggests dissemination of knowledge and delivery of family control methods at affordable price. 


I 

Background 

A coiisideruble literature (both theoretical 
and empirical) on the possible economic 
rationality associated with ‘uncontrolled' 
fertility behaviour of poor peasants has 
developed over three decades beginning from 
the 1960s. From the standpoint of an 
individual household, the relative economic 
gains ari.siiig from 'a large number of 
children’ has been broadly grouped under 
two heads; short-term benefits arising from 
children’s contributions (both via directly 
productive and useful domestic activities) to 
the household economy (sec c g, Cain 1977; 
White l976;Nadkami l976;Mamdani 1972] 
and long-term benefits in form of parents’ 
old-age security provided by the grown-up 
children (especially sons) [sec eg, Cain 
1981, 1982,1983, l984;Neher l97l;Nerlove 
ct al 1985; Nugent 1985; Vlassoff and 
Vlassoff 1980; Nugent and Gillaspy 1983; 
Dhurmalingam 1994]. However, rearing of 
children woven in the poorest households is 
not a costless proposition.' The readily 
unquantiliable psychological and/or 
emotional gain from rearing children aside, 
a number of careful attempts have been made 
on the basis of relevant economic calculations 
to provide estimates of net economic value 
of children (especially in the context of rural 
households).^ Nut surprisingly, these 
estimates have had to rest on several major 
assumptions and approximations. In fact 
conclusions on net economic \ alueof children 
are far from unidirectional.-^ 

This approach of imputing poor parents' 
perception regarding desirable family size 
(on the basis of imputed value of children) 
has the risk of ex poitt rationalisation. That 
children, once bom in a poor family, are 
somewhat bound to work may easily be 
interpreted as if they were bom t^ause they 
would contribute to family well-being.^ 
Indeed, the existing literature docs not seem 
to have taken this possibility into account 
with sufficient seriousne.ss. Somewhat 
relatedly. a more fundamental question 


(which has often been ignored) is: how can 
a large family be a rational choice fur a poor 
couple (on the ground of children’s work 
participation) when the whole society is 
characterised by persistent surplus labour - 
both visible and disguised'.’ Tins question 
has often been bypassed simply us being an 
example of aconllicl bet ween individual and 
societal intere.sts. The argument is that an 
individual couple, while raising family size 
in their own private interest, docs not care 
for wiiai would have been better for society 
as a whole. Since children in a poor family 
are made to begin participating in work 
activities at a very early age, and they arc 
expected to provide .security and support in 
the old-age of parents, and since environ¬ 
mental damage and related social problems 
due to too many people usually remain 
external to the family well-being, poor 
couples tend to launch an unfettered 
procreation scheme, which understandably 
.seems opposed to the socially optimum level 
of fertility (see Dasgupta 1992; 11-20]. 

Such a divergence between individual 
household and societal interc.sts in the field 
of reproduction seems possible (to a certain 
extent) from a .short-term point of view. But 
from a long-term perspective this conflict 
between household versus societal re.soning 
should arguably die down. This is because 
of the possible influences of accumulated 
adverse social conditions (which should have 
developed over a fairly long period due to 
the above-mentioned ‘externalities') on 
individual decisions. Fur example, it can 
well be argued that a couple (while thinking 
of desired family size) should be intiucnccd 
by prevailing social conditions (e g. existing 
wage rate, level of unemployment) that have 
direct bearing on their well-being but not 
vice versa. 

In fact, the household welfare function 
might well involve some exogenously 
determined societal variables (eg, wage rate 
and the rate of unemployment prevailing in 
the community). Forinstance, the household- 
level migration (rural to urban) decision is 
widely recognised to be largely intiuenced 


by information (or inipre.ssioii'’) both on 
wage-gap and the amount of existing urban 
unemployment.-'' While an individual’s 
decision to migrate depends on prevailing 
social conditions (c g, wage rate and level of 
unemployment which he knows air beyond 
his inlluencc), family si/e ilecision of an . 
individual couplecould similarly hccxpcctcd 
to be intiuenced by prevailing social 
conditions including employment oppor¬ 
tunities and wage rate (which of course are 
exogenously given to them). More speci¬ 
fically. why a peasant who finds himself 
unemployed for several months of a year 
thinks that hir children would have enough 
scope for productive work'.’*’ Or. is it 
economical for the poor peasant to feed a 
large numbcrofchildien throughout the year 
in order to take their sei vices during peak 
season'.’ Or when there are surplus man¬ 
hours for the parents themselves, why do 
they still requite children’s domestic work 
activities'.’ (Rcmcmhcr that amount of 
domestic chores it.scll is a positive function 
of the lamily si/c.) 

When disguised unemploynicnt exists in 
a pciisant hou.schold, cither some portion of 
the observed work-houis can be branded 
unproductive, or alternatively the level of 
work-intensity of each working member is 
lower than 'normal’ [Sep 1962:13-15], and 
this whole situation develops mainly because 
the amouiii of productive asset, e g, land) 
at the command of the household is 
inadequate in relation to the available labour 
force (and of course in face of extremely 
limited opportunities foi wage-employment 
outside family farm). Thus, usefulness of 
children’s work activities and scope foi their 
productive contributions to the household 
should typically depend on the amount of 
productive asset (particularly land) held by 
the household. While Cain in his well known 
study m a Bangladesh village demonstrates 
economic value of children, the following 
findings contained in his study it.self seem 
to reinforce our above point (namely, that 
the existence of surplus laNnir, especially 
in disguised form, may c;iuse a lower value 
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of children's work activities than has 
generally been imputed in terms of observed 
work-hours: (1) “below age 10. boys from 
landless households work fewer hoursoverall 
than boys from landed households; and they 
also spend propoitionally less time indirectly 
productive work” (p 217); (2) “malechildren 
of landed parents engage in the more 
productive activities to a greater extent than 
male children of the landless” (p 219)7 
Thus, what is implied by these findings 
is that real gains from large number of children 
depend crucially on their productive work 
opportunities (both within and outside the 
household economy). Acute poverty within 
a household may well make children's work 
participation inevitable, but extent to which 
this would iumially ameliorate overall familial 
distress typically depends on the amount of 
family’s productive asset (e g, land) and 
overall employment opportunities.** And, in 
faceof very limited off-farm job opportunities 
some portion of observed work-hours (spent 
mostly on family farm and household 
maintenance) is likely to disguise surplus 
labour.^ Besides, there is a distinct possibility 
that children’s participation in productive 
work, in the presence of overall surplus 
labour, substitutes adult work-hours, leaving 
some adult-hours unemployed, or even vice 
versa. Indeed such substitutability between 
adult and child labour in many productive 
activities underlines the need for an approach 
which evaluates children’s productive 
contributions in light of time use pattern for 
adult as well. As Mueller (1976) rightly 
points out, “...market work may be divided 
up differently among men, women and 
children in different cultures, but there seem 
to be few peasant societies where men, 
women and children show high rates of 
labour-force participation” (p 119-20). 
Utilising available evidence in various less- 
developed countries Mueller indeed 
demonstrated that “adult men may gain 
leisure by having iarge family or women 
may be freed from the market place” (ibid: 
119). However, so far almost all time 
disposition studies concentrating on 
children’s work-participation have failed to 
take explicit account of this problem. This 
is probably becau.se the possible contradiction 
between surplus labour (both open and 
disguised) and large family seems to have 
been largely ignored on the assumption that 
a household economy (and hence a household 
decision) is somewhat insulated from the 
prevailing societal conditions.'** 

While Vlassoff attempted to assess 
economic utility of rural children’s work 
activities in the light of overall labour demand 
and unemployment, it did not look into the 
actual time use on different activities by 
individual members of a household on a 
daily basis [Vlassoff 1979]. The relevant 
information used by Vlassoff was based 


mainly on adult respondents’ recollection 
about work participation over the whole 
preceding year. Consequently, this study 
seems to have missed the phenomenon of 
disguised unemployment which could have 
been reflected in age-sex differentials in time 
di.sposition pattern. Furthermore, recollection 
errors and respon.se bia.ses are likely in 
Vlassoff s method of data collection, as 
respondents (who were mostly the household 
heads) were asked to recollect and estimate 
the time useof all family members indifferent 
activities over the whole year preceding the 
interview." 

Thus, the need for a detailed account of 
time disposition of persons by age and sex 
on a daily basis, while assessing economic 
utility of children’s work activities in face 
of overall unemployment and under¬ 
employment, is yet to be adequately met. 
And the present paper constitutes an attempt 
towarc this end. 

11 

Setting and Data of Study 

The present study is based on datacoileiHed 
through household survey of six adjoining 
villages in Birfohum district of West Bengal 
during May - August 1986. The selection of 
these viliages was influenced by one 
dominant consideration, namciy, relative 
backwardness. Backwardness of these 
viliages can he judged in terms of various 
criteria. First, all thc.se villages are relatively 
remote from urban influences. Average 
distance of the villages from a neare.st town 
is above 10 kilometres. Moreover, one has 
to walk for several kilometres through 
agricultural fields to reach the road for 
catching buses which too run quite 
infrequently towards the town. Consequently, 
villagers do not have an easy and regular 
access to income and employment 
opportunities offered by any urban centre.*^ 
Second, most of the cultivated lands in these 
villages are unirrigated except for the annual 
supply of water through a canal during the 
south-west monsoon, playing a 
supplementary role rather than as an 
independent provider of water, indeed the 
amount and even timing of canal water supply 
is largely dictated by the bountiness of the 
monsoon itself. Thus, both level and pattern 
of agricul iral activity in these regions are 
crucially dependent on the monsoon. The 
kharif paddy cultivation constitutes the prime 
agricultural activity. 'Thus, cropping intensity 
is at its lowest. None of these villages is 
supplied with electricity, and consequently 
power-driven private ground water irrigation 
(e g, tubewells) is almost non-existent.'^ 
About two months following monsoon 
(which usually occurs in late June) constitute 
a peak busy season when cultivation and 
sowing of rice takes place. Another brief 


busy period ensues along with harvesting 
activity during November-December. 'The 
rest of the months of any year are marked 
by a general slackness in productive activity. 
During slack period employment 
opportunities are very limited, resulting in 
a considerable amount of involuntary surplus 
labour among the agricultural households, 
in this regard the condition of landless 
agricultural labourers is most vulnerable. 

'The census-based information about the 
study villages is provided in Table 1. It 
shows rather very low land-man ratio in 
these villages, f^^oportion of agricultural 
labourers to total working population is also 
quite high. On these counts. Kurumba seems 
to have the largest inequality in land 
distribution, and Tilutia appears to be the 
smallest village in size. 

Three villages, namely. Barah, Dongra 
and Chandipur, were surveyed in a pre¬ 
monsoon slack period between mid-May and 
mid-June, and the other three. Belgram, 
Kurumba and Tilutia were surveyed during 
the busy so wing month of Augu.st. 'The survey. 
was restricted to oniy small peasant and 
landless agricultural labourer households. *'* 
Ten households from each study village were 
chosen for interview,*' and daily time use 
of each househoid member (i e, those above 
four years of age) has been recorded for 
seven consecutive days. ITris method should 
minimise respondents’ recollection biases. 
The detailed timedisposiiionof each member 
of a household has been recorded for each 
day under three broad heads: family-farm 
work, off-family wage employment, and 
household work.'* The time spent on the 
first two activities can be considered as 
directly productive. Given this account of 
daily time disposition, the following 
information was collected for each member: 
whether he/she was seeking or available for 
further productive work, and if yes. fur how 
many hours that very day? These latter 
questions were asked to esti mate the possibie 
‘involuntary’ surplus labour-hours for each 

Table I: Census-Baseu Information on tw 
Six Study Viu.ages in Birbiium, 1981 

Village Popu- Area Per Pemealage of 
lation Head Agricultural 
(Hectares) Labourers to 
Total Main 
Workers* 


Barah 

1768 

0.26 

45 

Belgram 

1042 

0.29 

39 

Chandipur 

1132 

0.22 

36 

Dongra 

1127 

0.28 

36 

Kurumba 

1503 

0.15 

48 

Tilutia 

603 

0.17 

37 


Mt/r; * The ‘main worker’ has been defined as 


a person whose main activity is 
participation in any econoinicnlly 
productive work (not domestic work), 
and who has worked for 183 days or 
more. 
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member. Inaddition, questions both relating 
to desired family size (large or small) and 
reasons for their preference, ideal number 
of children as well as practice and awareness 
of modem contraceptive methods were asked 
to each household head. 

HI 

Level and Pattern of Time 

Disposition by Age and Sex 

Tables I and 2 present age-sexwisc average 
work-hours per head and per day spent on 
directly productive and domestic activities, 
as well as hours of unemployment in peak 
and slack seasons, respectively. It is natural 
that household members of all age-sex groups 
appear to work for longer hours during peak 
agricultural season than in the slack period. 
However, females of all age groups seem to 
work for much le.ss hours per day on diiectly 
productive activities than meles do. In 
contrast, in almost all age groups females 
appear to share a much greater proportion 
of household chores compared to males.'* 
However, even when total work-hours 
(inclusive of time spent on domestic 
activities) is considered, females appear to 
work for less hours per day than males do. 
But it IS important to note (hat this lower 
work-duration for females is. at least partly, 
a reflection of an overall scarcity of work 
opportunities (both paid and unpaid). This 
is because females record a larger average 
number of hours unemployed (i c, “.seeking 
or available for work”) than the males (except 
for very young children who have no record 
of surplus hours). 

The young male children (i c, aged 5-9 
years) appear to do produtive work for less 
than one and half hours aday during the peak 
season, while the duration of work is even 
smaller in (he slack period. This amounts to 
only about a sixth of (he adult male labour 
time. Female young children provide almost 
negligible labour on directly productive 
activities. Considering all work activities 
(including domestic chores), young children 
seem to work for less than four hours a day 
on average in the peak season, and for about 
two hours during the slack period. Judged 
solely in terms of work hours, young children 
(who are less than 10 years of age) may thus 
be seen as distinct participants in overall 
household production organisation. How¬ 
ever. the fact of much lesser work hours per 
day during the slack period as compared with 
busy months clearly suggests that like adult 
members children, though potentially much 
pnrductive. their actual contribution to the 
economic well-being of (he household is 
largely circumscribed by the availability of 
work opportunities.'^ 

The older male children (i e, aged 10-15 
years) appear to spend about six hours per 
day on average in directly productive 
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activities during busy season, and it is four 
and half hours in the .slack period. Girls aged 
10-15 years appear to devote less than two 
hours aday todirectly productive work during 
the peak season, and it is almost negligible 
in the slack period. However, they work 
much longer hours in domestic chores.^ 
Thus, older children appear to work, on 
average, for a substantial length of time, and 
female members generally nut only perform 
less productive works than males do but they 
also work for shorter duration on the whole. 
And that this shorter length of female working 
day is not by choice is reflected in their 
higher reported hours of unemployment 
compared with males (Tables 2 and 3). Fur 
example, older female children appear to be 
seeking, or available for work for about two 
hours a day even dunng the peak season, 
while the male children do not seem to have 
much unutilised time. Indeed, the adult 
females too appear to have a greater amount 
of unemployed hours on average than the 
adult males. Whatever be the reason behind 
greater female unemployment (eg, anti- 
female rural employment opportunities, 
.social taboos against female employment 
outside household, etc) existence of overall 
surplus labour hours within an average 
hou.schold seems to be the almost inescapable 
conclusion. 

It is worth noting that adult members seem 
to increa.se the time devoted to domestic 


chores during slack period when scope for 
directly productive works is much reduced. 
And this seems to mutch with a reduction 
in child labour time devoted to domesuc 
works (Table 2). All this probably implies 
a certain degree of substitutability between 
child and adult labour, especially in the sphere 
of household activities. Children by working 

longer hours in domestic chores during (leak 
season presumably provide support, enabling 
adult members to devote longer hours to 
directly pnxJuctive work. However, during 
slack .season adult members seem to take 
care a part of domestic chores which were 
performed by children during bu.sy season. 

Table 3 presents (percentage) distribution 
of reported hours spent on different categories 
of activity by three age groups (namely, 5- 
9, 10-15 and 16-55), taking eight hours per 
day |)cr head as the norm of ‘ fu 11 employment ’. 
It shows (hat although there is a seasonal 
variation in the labour time use for all age 
groups, none of them appears to be fully 
employed even during the busiest days of 
the year. Apart from the ixissible ugc-sex 
differential in productivity of time use and 
work intensity, children do not seem to be 
much useful in terms ol their time devoted 
to directly productive activities. Nor do they 
appear to be of much help in relieving adult 
members(particularlyadullfcmalcs)of their 
household responsibilities. Abouibl percent 
of average annual (i c, both .seasons combined) 


TsniJt 2; AvaRAuii Number oi Hours Si%nt pi-.r Day on Dirtrsnt Work Acmvmils, by 
Act AND .Stx: .Slack .Slason, Thrm- Vh.la(.es. Birrhum Distrkt 


Work Category 

Children (5-9) 

Chililren (10-15) 

Adults (16-22) 

Adults (23-55) 


Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

Wage employment 

0.62 

0.00 

3 89 

0.(K) 

2.83 

0 39 

3 63 

0 85 

Family farm 

0.15 

0.02 

0.50 

0.37 

1 84 

0 08 

2.56 

0.03 

Total directly 

productive hours 

0 77 

0 02 

4.39 

0.37 

4 67 

0 47 

6.19 

0.88 

Domestic 

activities 

1.45 

1 60 

2.33 

3..59 

2.69 

4.51 

1 83 

5.24 

Total work hours 

2.22 

I 62 

6 72 

3.96 

7.36 

4 98 

8.02 

6.12 

Hours of 

unemployment 

O.tX) 

0.00 

0.68 

1 54 

0 99 

2.48 

0 59 

1.74 

Number of 

persons (N). 

IR 

II 

26 

16 

21 

23 

50 

35 


Source: Survey data (see text) 


Tabi£ 3: Average Number of Hours Spent pi-r Hr ad and plk Day on Different 
Work Aitivitik.s, by Age and Sex: Peak Season. Three Vili.agls, Hirbhum District 


Work Category Children (5-9 ) Children (lO-IS) Adults (16-22) Adults (23-55) 



Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

Wage employment 

0.77 

0.58 

3 01 

0 01 

4.34 

3.44 

4.16 

2 59 

Family farm 

0.67 

0.00 

2 92 

()..50 

4.46 

0.56 

4 4.3 

0.10 

Total directly 

productive hours 

1.44 

0.58 

5.93 

1 51 

8 80 

4.(X) 

8.59 

2.69 

Domestir 

activities 

2.47 

2 74 

1 85 

.3 08 

0.47 

2 98 

0 34 

4.16 

Total work hours 

.3 91 

.3.32 

7 78 

4.59 

9.27 

6 98 

8 93 

6.85 

Hours of 

unemployment 

000 

0.00 

0.35 

1 95 

0 07 

1.27 

0.22 

1.17 

Number of 

persons (N) 

21 

14 

24 

12 

31 

21 

46 

.38 


Source: Survey data (see text). 
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labour time of children (both sexes com¬ 
bined) seems to be devoted to work activities 
(both directly productive and domestic 
activities togeilier). while this figure tor 
directly prtKluctive activities is even less 
than a quarter.-' In fact as has been noted 
earlier, adult female members themselves 
remain partly unemployed after spending a 
considerable amount of time in domestic 
activities. Thus, the ob.served existence of 
surplus labour-hours for adult members 
should have implication for the ‘economic 
value' of children; children should be 
con.sideredeconomically less useful if parents 
and adults themselves - due to lack of 
opportunities fordirectly productive activities 
as rcnecicd in their surplus labour-time - 
generally have lime to perform a large part 
of what children are made to do. 7'his may 
bethought to represent a case where children’s 
labour is u.sed to their parents' advantage in 
the form of latter's leisure - albeit forced 
(i e. surplus labour). This can probably be 
explained <it least partly in terms of stKio- 
cultuial leatures and low social consciou.sncss 
rather than economic necessity.*^ This can 
be illustrated by the experience of Kerala - 
one ol the must poverty stricken slates in 
India - where low children's work partici¬ 
pation combines with highest literacy and 
lowest school drop-out rates. And even very 
pour parents in Kerala seem to send their 
children to schools, presumably not cotii ting 
greater economic disaster to the family than 
what their counterparts who withdraw their 
kids from schools and engage them in work 
activities, do in other regions. 

Tabic 4 presents the correlation coeffi¬ 
cient matrix involving houschold-lcvcl pro¬ 
portionate houis s|icnt on different activities 
by children and adults. That the correlation 
between children's and adults' time devoted 
to diicctiy pnxluctivc activity is po.sitivc 
(-1-0.30), together with iilinosi no correlation 
liet ween children’s domestic time and adults' 
directly productive time, docs not seem 
supportive of the hypothesis that children’s 
participation m domestic chores help adults 
in taking up income-earning activity. 
Furthermore, a positive correlation (-l•0,47) 
between adults’ time devoted to domestic 
activity and their surplus time seems 


indicative thatin face of acute ui^mployment 
a large part of household chores could be 
done by adults them.sclves. leaving 
children less valuable for this purpose. 
On the whole it seems fairly clear that 
actual value of children’s work activities 
depends largely on overall employment 
opportunities. 

Apart from the fact that a large part of 
children's work activities could presumably 
be done by adult members with their surplus 
time, children's work-intensity and pro¬ 
ductivity seem to be - not .surprisingly - far 
less than that for adults. This can be somewhat 
crudely judged in terms of wage-rate dif¬ 
ferential between children and adults. As 
Table 3 shows, market value of children's 
labour is even less than half the value for 
adults.--^ Thus, what emerges from the 
foregoing is relatively little usefulness of 
children in terms of their economic contri¬ 
bution to the total well-being «>f a peasant 
household.^"* 

IV 

Attitude to Family Size and 
Fertility Control 

In addition to assessing the level and pat¬ 
tern ot children’s work activities questions 
regarding preference for large or small fami ly 
and reasons behind this, ideal family size and 
contraceptive knowledge and practice were 
also asked to each household head. The 
frequency distribution of various responses 
to this attitude survey is prc.scnted inTablc 5. 
First, .timost .SO per cent household heads 
expressed preference for ‘small family’ and 
the remaining half supported 'large family' 


norm. Reasons advanced in favour of small 
family arc mostly economic, namely, poverty 
and the high cost of rearing children and also 
their scepticism about economic value of 
children's work activities (especially in face 
of nvcrall surplus labour in the economy). 
On the contrary, almost all who supported 
large family norm, cited low cost of rearing 
children as being the prime moti vation behind 
theirprcfcrcncc.Tliiscan probably be viewed 
to imply that parents advocating large family 
are rather interested in making their own 
children bear relatively greater hardship. 
Indeed this ‘cruel’ sort of view of parents 
towards their kids was much systematically 
inferred long back by Cassen (1978), who 
showed that “the parents procreating for 
economic gain... must be prepared for their 
children to suffer if times are hard” (p 76). 

It seems notable that 15 among 47 (i e. 32 
per cent) eligible couples hapfien to have 
admitted their ignorance about modern 
contraceptive methods. For this sizeable 
piuportion of couples the question of a choice 
between large and small family should not 
presumably carry much meaning. However, 
18 (i c, 38 per cent) eligible couples lon- 
sciously refrain from using any contraceptive 
method'., lint only six couples among them 
(i c. about 33 per cent of those who deli¬ 
berately avoid using contraceptive) the 
alleged motivation behind uncontrolled 
fertility is their preference for large taniily, 
while for large majority (i c. 67 per cent) 
the rea.son for non-use of contraceptives is 
cither religious prejudice or unaflordability 
of contraceptives. It should be noted (hat 
(he perceived cost of contraception is often 
found higher than actual monelary expenses 


Tabi-K .S- Corkci ation Coi-J->KiLN'r Matrix 




DAC 

DAA 

GAC 

GAA 

All 

1>AC 


l.(X) 

0.0.1 

-0 14 

-0.04 

0.02 

DAA 



1 00 

-0 10 

-0‘)l 

047 

GAC 




1.00 

010 

-0(Ki 

GAA 





l.(X) 

-060 

AU 






I..M) 


I>AC - Pcrcenlagc iif innnilays spcnl on duincslic nclivily by children (.S-I.S yciir.s); 

DAA = Percentage of inandays s|x:nt on duincstic activity by adults (I6-.S.S years); 

GAC = Pcrcenlagc of inandays spent on direclly pruduclivc activily by children (.S-I.s years); 
GAA - Percentage of inandays spent on directly productive activity by adults (I6-.S5 yean-); 
At) = Percentage o' inandays uneinploycd for adults (Ib-.'i.S years) 


Tabu- 4. Pirci-ntaoi [)isrRiBiiTioN or WoRK-Tisit amono Dti-it:RENT Tvrfs oi Works, bv Aoe ano .Season: Six Viilaoes in Birbiiuni Disirkt 


Village 

Season 

Percentsige of Mandays Spent 
on All Work Activities 

Percentage of Mandays 
S,.cnt on Directly 
Productive Activitie.s 

Percentage of Mandays 
Spent on Domestic 
Activities 

Percentage of 
Mandays 
Unemployed 

Per Hour 
Wage Kale 
(Rs) 

Child 

(.1-9) 

Child 

(10-1.1) 

Adult 

(16-1.1) 

Child 

(1-1.1) 

Adult 

(16-11) 

Child 

(1-9) 

Adult 

(I6-.11) 

Adult 

(16-.11) 

Child 

(1-1.1) 

Adul 

(I6-.1? 

Barah 

stack 

21.20 

.11 21 

68.19 

21.01 

17.37 

19.42 

29.47 

17.01 

0.13 

1.02 

Dongra 

slack 

16.87 

.11 41 

61.81 

18.18 

31..19 


33.83 


0.68 

1.19 

Chandipur 

slack 

16 16 

61 22 

71 40 

16.84 

37.71 

29.17 

.34,91 

12.11 

0.40 

0.99 

Belgrain 

peak 

3g..‘i8 

64 61 

86 11 

24.10 

68.20 

28.17 

18.09 

4 84 

0.73 

1.86 

Kunimba 

pe.Tk 

16.79 

68.14 

80 26 

29 97 

63.61 

21.97 

17.18 

4.% 

0.74 

1.72 

Tilutia 

peak 

30.24 

68.48 

80.90 

12.02 

61.19 

19.94 

18.14 

7.69 

1.08 

1.83 


Source: Survey data (see text). 
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required. For example, many rcspondcms 
have expressed a firmly held belief of 
long-term adverse eflects of sterilisation, 
particularly on woik capacity, making the 
terminal laniily planning method too 
expensive to them. Even the cost of non¬ 
terminal contraceptive methods, say pills 
and condoms, seem to them (i c. those are 
aware of them) to be much expensive, 
considering both their prices and the 
absence of their easy accessibility and 
availability in villages. 

Ail this seems .somewhat consistent with 
the obsei ved frequency distribution of ideal 
number of children, which indicates four to 
five as being the ideal number of children 
for the majority of population. In fact a 
careful scrutiny of the responses on the 
preference for family size (small nr large) 
and the ideal number of children suggests 
a general lack of conscious calculations and 
considered opinion on the.se matters. On the 
one hand they often admit the disadvantages 
of large family (mainly on economic grounds 
of poverty and surplus labour), but they at 
the same time consider 4/S as the ideal number 
of children. Indeed talking to the respondents 

TAWr. h' HRi-.oi'rNCY Di.siKiminoN or Various 
K bSPONSCS on AnnvDKS lo Famiiv Si/i- 
AND FaMII Y Pi.ANNING 


Tolul nuinber of rcspondcms 60 

Niinihcr of respondents who expressed 
preference foi 'small lamily size’ 2') 

Keasons 

(a) Poveily l.s 

(b) Kcariiig of cliddroa is expensive ! 7 

(c) Children's productive value is low 

(because of uneinployinent and 
.seasonal nature of childien's 
pioducnve usefulness) 10 

Number of respondents who expressed 
preference for 'large family si/e' 11 

Keasons 

(a) Low cost of rearing children 28 

(b) Old-age security 6 

Total number of couples who arc 

eligible for contraception 47 

Number of household heads who 
reported ignuranvc ahisut modem 
contraceptive methods I ft 

Total number of respondents who had 
undergone terminal method of 
contraception (ligation) 6 


Total niimher of eligible females using pills 7 
Total number of eligible couples using 
condoms 

Total number of unprotected (eligible) 
couple)! 

Reasons for remaining unprotected: 

(a) Religious 

(b) Prefer large family 

(c) Contraception expensive 
Ideal number of children; 

2 

3 6 

4 18 

5 20 

6 9 

7 ft 


the general impression one immediately 
gathers is that these poor peasants are nut 
sure and confident about what they are 
thinking and doing in their reproductive and 
family formation fronts. Therefore, in the 
face of acute poverty, landicssne.ss and 
unemployment all around they apjicar to he 
rather ready to be intiucnced by the idea.s 
and knowledge ol family planning, and as 
our conversations with them suggest they 
would probably take to these methods it they 
are available and accessible within their 
affordability. 

Given a small sample size of our study (he 
conclusions can hardly be claimed to he ol 
general applicability, and they should be 
inteqireted with caution. In tactcunservalivc 
statisticians would probably be tempted to 
di.smi.ssourtiiidingson thegroundol possible 
biases in such a small sample size. However, 
u.scfiil insights can well be derived even 
from such micro-level data set collected 
through village studies, especially if the 
villages .seem to be fairly representative 
of the region.-' 

First, considered in the light of total 
available labour hours within a peasant 
household, children’s work activities .seem 
to .add relatively small contribution to the 
overall tamily well-being. It apftcars that a 
large part of child labour could probably be 
replaced by a better utilisation ol existing 
adult surplus labour hours. This has obvious 
implication lor the economic value and 
productivity of children, and hence for (he 
fertility choice from a pixir (leasanl's point 
of view. Thu assumption that individual 
couples' decisions cannot justifiahiy he 
expected to take account of massive un¬ 
employment at the societal level docs nut 
stand valid, especially from a long-term 
perspective.^^ 

Indeed, our findings tend to cast doubt on 
the validity of the argument that uncontrolled 
(or even relatively high) fertility is a rational 
economic choice ol poor peasants in 
developing countries.^^ The results ol our 
survey of peasants' altitude towards desired 
family size, fertility control and contraceptive 
methods also reinforce this doubt. There 
ap|>cars to he both a considerable concealed 
need for fertility regulation among 
individual couples and al.so an overt need 
for dis.seminatiun of knowledge and ideas, 
as well as for an extensive delivery ol 
family control methods at an alfoidable 
price.*'* Thus, the policy implication is 
simple enough: while hcgcllitig large 
number of children is not beneficial, or 
indeed inimical, to the economic well¬ 
being of a poor peasant household (as we 
have argued above), il seems worthwhile 
on the part of family planners to try to 
convince the poor couples about this truth, 
without waiting for a change in their social 
and economic status.^® 


Notes 

{This paper was prescnicil ul the workshop on 
applied development eeinimnies organised by the 
Cenlie for IX'velopmenl Leomiiiitis al Delhi 
.School ofEconoiiucs dining Juiiiuiiy 612.19% 
The author is lhanklul lo ihc pariicipanis al the 
workshop for making a lively disaissioii on this 
paper |H)ssible However, eimrs ilial iiiav still 
reiiiain are exclusively amlior'siiwnies|x>nsibilily. 
I'he field survey repoited in lliis paper was 
supported by u gram liom Hurdwaii llnivcrsily.| 

1 .Some aulhois seem to huso a.ssumcd, 
soineliiiies iiiiphcillv. as il viiutig children 
I who participate in s annus iiseliil woik 
aclivilies) cnlJil lalher negligible cosi in (he 
householdassources jseceg,M.iMiduiii 1971). 
However, il this indeed is the case, ii is likely 
that Ihis implies a veiy cruel exploilaiion of 
young oflspriiigs by iheir own p.ireiils. 
Bvalualing ihe nel value of childn:ii in a (tour 
household. Cussen concludes Iti.il "(h|igh 
lenihly in ciicuiiiMunees ol poveny displays 
a degree ol disregard for (ho well-being ol 
children it is one ol (he huiiiaiir ing henolils 
ol economicdevelopiiieni (hat piueiKs are ab)c 
lo give due wcighi to (hen nurture, instead of 
being lorced. or ralliei leehng iheinsclves 
forced, proeieate largely in their own interests" 
lCas.scii 1982 74| 

2 Children's net eeoiioiiiie value is usually 
viewed as (heir ccononiic condibution nel of 
iIkii consuinplioii rei|uiieiiicnls For a lairly 
eoiupa'liensive and ciilieal survey ol (Ik-sc 
studies, see Chaiidhury 119821. and Krishliu|i 
1198.3). ('iLsseii (1982 (.3-76) 

.3 l( may also he noted dial em|)iiical research 
on (he long-lei III iilihly 111 eliildivii us pioviders 
ol old-age security lollioii paieiitshaspiodueed 
(|Uito conlllcting conclusions, .see e g, Cain 
(1986). Vlassolfand Vkissolft 1980). Nugeni 
11983). and also Dhariiialiiigaiii (1994) 

4 As Vlassoll writes • desire lor .ilaige family 
iii.iy also be a i.ilioiialisalioii. iK'caiise one 
alie.idy lias iiuiiy cliildieii Dix's die labour 
iiirjl children peiloriii imply th.il lliey were 
iK'gollen bn tlul puipos, <ii lli.il. h.iviiiglicvii 
horn into a pooi lamily they weic loiceil by 
circumstances to eaiii wh.ilesei Itiey can')" 
IVIassoff 1979-416J 

3 .ScX' Hat I iss .iiid Todaio (1970) and a subslunti,d 
biHly of lileraliiie di.it subsei|uemlydevelo|)ed 

6 III a lecenl NS.SO survey of employ inent and 
iinem|)loymem. aboiil 3-1 |icr cent of lural 
adull winkers have Kieii loiinil without work 
for ahoul five monlhs and more between July 
1987 and J une 1988, see Sai vrkshma. Special 
Niimbei, .September, 1990. p,S-.37l Indeed,- 
sevcial leceiii studies have eunfiriiied that 
des|iile eonsidei.ihle spiead ol inodern inputs 
and growing ilivcrsifieatioii of agricultural 
economy 'huge iinemploymeni peisisis’. bven 
III a piogressive agriciiliiiial pocket m Tamil 
Nadu, average nuniher ol days of wage 
employment for landless agiieultiiral labourers 
was found lo be only 140 m a whole year, for 
this and similar finilings in other puns see 
Kumuehandrun (I9‘t0.l 19-38) There i.s also 
evidence of a (-nnstder.ihle ainouiil of surplus 
labour even dunng peak agrieiillural .seicsulis, 
see Rtidra (1973) and .dso National Suinple 
Survey (1976) 

7 A .similar inisilivc icssoeialioii belwcen Ihc 
household resource base (c g, land in rural 
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areas) and work inputs by children (and 
adults) was found in another intensive time- 
use study in Bangladesh: see Caldwell et 
al (1984). 

8 In a survey ot rural households classified by 
size of productive asset in Maharashtra, 
children of poorest families appear to have had 
far more idle hours than the children of richer 
households. It has clearly emerged from this 
study that richer villagers can afford topmvidc 
“more opportunities for children to contribute 
productively”, while "poor villagers did not 
possess sufficient resources to take advantage 
of potential family laboui”, see Vlas.soff (1979). 
Another somewhat large-scale tiinedisposition 
study in rural Karnataka concluded that 
‘[c]ontrary to the popular belief that children 
from poor families work more, income and 
other socio-economic factors did not 
significantly affect children's work input' 
[see Kanbargi and Kulkarni 1991:132) In 
fact, this has also been confirmed in the 
context of other developing countries too; 
see e g, l>e Tray (1983). A careful survey 
on lime-use pattern in rural Botswana 
indicates clearly that ‘households which 
are well endowed with productive assets 
benefit from labour of their children, while 
this is much less true for poor households'; 
see Mueller (1984:359). 

9 In a careful study of time deployment for 
landless labourer households in a relatively 
progressive pocket ofTamil Nadu, while child 
workers appear to have constituted about 10 
per cent of the workforce, the actual work done 
by them constituted only 2 per cent of total 
labour time deployed in agricultural and non 
agricultural tasks; see Ramachandran 
(1990:13.5). 

10 This a.ssumption. for example, is clearly 
leflected in White's statement that “ we should 
not assume that the Javane.se family economy 
merely replicates in miniature the Javanese 
economy as a whole”; see White (1976.128). 
Maharatna (1987a). 

11 Indeed Vlassoff himself has warned that 
the figures derived through interviews are 
"rough” as “inost re.spondents found numerical 
thinking difficult''. However, another metho¬ 
dologically similar study in the context of 
rurnl Maharashtra largely confirmed 
Vlassoff's findings; see Jeleebhoy and 
Kulkarni (1989). 

12 This contrasts with the villages having 
proximity with some town where the villagers 
can commute regularly to cam money in 
various ways (e g, wage-employment and 
self-employment in non-agricultural acti¬ 
vities). 

13 In lost thiee years tliere has been some changes 
resulting from electrification of these villages. 
Pumpsets and deep tubcwclls are increasingly 
being u.sed by individual farnKrs, raising the 
intensity of cultivation. 

14 Majority of the peasant households inter¬ 
viewed held land below 2.6 acres. 

15 Although selection of households was not 
made strictly randomly, a considerable degree 
of randomness involved in our process of 
choosing these households. 

16 The following activities have been lumped 
together under domestic work; child care, 
washing of utensils and clothes, cooking and 
serving of food, cleaning home, bringing 
drinking water, bringing food to the field for 
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working adults, care of cattle and goat (e g, 
grazing, preparing fodder etc), making coke 
with cow-dung (as fuel), boiling paddy, 
shopping. 

17 For a useful discussion on the appropriate¬ 
ness of this criterion, namely, ‘willingness to 
work', for measuring underemployment, see 
Krishna (1973). 

18 In fact this is a very common finding id other 
similar Indian studies.- 

19 Asurveyin 1976-77 in Tamil Nadu shows that 
the work children (up to age IS years) do is 
a small proportion, only about 2 per cent of 
total labour time deployed in agricultural and 
non-agricultural tasks; sec Ramachandran 
(1990:135). 

20 It may be noted that almost all previous lime 
disposition studies too have reported a greater 
female participation in domestic chores. 

21 Note that in a large sample of pour rural 
households in three regions of Brazil in 1973- 
74 the observed annual mean percentage of 
children s time devoted to total work activities 
(both productive and domestic chores 
combined) was even less than a quarter See 
Singh and Schuh (1986), Table 1. 

22 It is notable that a similar finding, namely, 
underutilised adult male labour and ‘the 
advantaged position of adult males with 
respect to leisure' in Botswana has been 
explained as a reflection on one facet of 
male privilege of Botswana culture; sec 
Mueller (1984:3.58). 

23 It may be noted that in a comprehensive survey 
of poor rural households in Brazil per child 
income through off-farm work was found 
to be about a quarter of an adult's income; 
ibid. 

24 Stnctly speaking, this finding docs not directly 
undermine the point, advanced rather forcefully 
by Dasgupta (1992, 1993). that children 
become even more useful and valuable 
(especially in dry and agriculturally more 
backward areas, .say forest and hills) as ihc 
proce.ss of environmental degradation (which 
is caused by, among others, rapid population 
growth it.selO continues. But here again the 
question whether children’s work activities 
comhine with adult members' much surplus 
tune. lemainsimportiuitforevaluating former's 
economic usefulness within a household. 
However, it .should be noted that without 
necessary information on age-sex specific food- 
intake and other basic expenditures one cannot 
be able to estimate net economic value of 
children. Wliat emerges on balance, however, 
from various estimates of costs and benefits 
of children is that children aged below 15 years 
generally require more food thrm they can 
prmluce. Thus, given their work capacity and 
consumption requirements children should 
entail a net depletion of farm household 
resources until they reach mid-teen ages. On 
this see 8-aharatna (1987b). Moreover, 
although there is some longitudinal evidence 
showing a pasitivc effect of family size on per 
cent changes in landownership status [e g. 
Chaudhury 1989], this effect would most likely 
be eroded if measured in terms of changes in 
per capita (instead of total household) 
landownership. 

25 In fact, even if one is not sure about the 
representativeness of villages surveyed, the 
information collected from them may well be 
of much interest on its own right. It may be 


noted in this connection that many useful 
insights have often been gained from such 
small-scale but intensive village studies, 
especially in the field of social and anthro¬ 
pological demography, and inrleed this seems 
to have become a much practised metho¬ 
dological tradition nowadays. 

26 As Amin et al (1995) bos argued forcefully, 
a long-term scenarioof increasing impoverish¬ 
ment and land scarcity brought about by a 
rapid population growth seems to have 
contribute to the fonnation of a motivation 
among individual couples tor control of family 
size in rural Bangladesh. In fact a considerable 
fertility decline during the 1980s has occurred 
in Bangladesh in the absence of major social 
and economic trends (eg, reduction in poverty, 
spread of education, reduction in risk and 
insurance value of children, increased 
economic roles and activities of women), which 
arc usually thought conducive to fertility 
reduction (ibid). 'The Bangladesh experience 
provides - in consonance with our results 
above - an example of how accumulated 
societal adversities (e g, increasing unemploy¬ 
ment ond land scarcity, and declining pro¬ 
ductivity of labour) arising from overall high 
fertility in face of mortality decline can shatter 
individual couples' traditional andeven faulty 
perceptions about the value of children and 
ideal family size. 

27 It should be noted in this connection that it 
is not an established proposition beyond doubt 
that fertility is indeed higher among the poorer 
people. On this see Rodgers el al (1989), 
Rodgers (1989), ad Knshnaji (1983). 

28 Thus, our small-scale villages survey in West 
Bengal seems to lend support to the view that 
exists there a large ‘unmet need' for contra¬ 
ception in developing countries - a view that 
has been advanced most forcefully by John 
Bongaarts and his col leagues at the Population 
Council; see e g. Bongaarts (1991), Bongaarts 
and Bruce (1994). There are. however, some 
scholars who seem to be sceptical about the 
validity of this view; sec c g, Pritchett (1994) 
and Dasgupta (1995). 

29 It is noteworthy that the recent fertility decline 
in Bangladesh certainly adds strength to this 
view. In fact there are good reasons to believe 
that the emulation of Bangladesh's policy of 
placing emphasis both on using the mass media 
as well as on delivering family planning 
methods almost at doorsteps would bear similar 
fruits (in terms of extent of fertility reduction 
in rural areas) in India too. Indeed, an intensive 
and careful survey of married women of a 
village in Maharashtra at two points of time 
shows that the decline in fertility goals evident 
overthe l2yeais(l975-87)should be attributed 
primarily to ‘widespread community suppou 
for family planning and active sterilisation 
campaign'; see Vlassoff (1991:212) Indeed, 
there is also evidence of considerable positive 
impact on contraceptive use of the availability 
of family planning services per.Tr - especially 
the non-terminal methods - even in very pro- 
natalist African countries like Tanzania and 
Ghana: see Beegle (1995), and Oliver 
(1995). However, all this should not be 
construed to be suggestive that the overall 
socio-economic development - which is 
generally held to alter co.sts and values of 
children - does not play a significant role 
in lowering fertility. 
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DISCUSSION_ 

Medical Insurance for All? 

Thomas Mathew 


PROPOSING a scheme (hat provides 
financial protcciion lor the medical care of 
the poor, T N Krishnan (Hospitalisation 
Insurance; EPW, April 13, 1906) has pul 
lorward a hospitalisation insurance plan 
which is also expected to act indirectly as 
an income protection plan for the pour since 
it prevents the erosion of their already low 
incomes. While any plan that meets any of 
these two objectives should he welcomed, 
a scheme that supposedly fuHils both these 
objectives simultaneously is indeed laudable. 
Rut how far the otillincd scheme is capable 
of realising the envisioned objectives has to 
be examined. 

In the pour world, many persons are unable 
to afford the costs ot treatment for even 
ordinary illnes.scs, let alone serious illness 
episodes which require secondary or tertiary 
care. Tntho.scmircd ill poverty, food, clothing 
and the problems of daily livciihtxid arc 
stronger priorities than proper medical care. 
The costs of medical care arc today steadily 
rising and the recent trends towards 
corporatisation of care have jacked up the 
costs so high that the poor man cannot even 
think of them. In eye-catching advertisement 
in the national papers by an insurance 
company read: “He (the patient) survived the 
killer disease hut succumbed to the costs of 
treatment”! The advertisement aptly conveys 
the exorbitance and escalating nature of 
medical expenditures in the pic.scnt times. 

Even if there is a medical insurance cover 
of Rs S.IKIO for a family of five, as proposed 
by Krishnan, it docs not cover even a small 
proportion of the costs of treatment in the 
case of many serious illnesses. It must be 
en)phasi.sed that the poorer .sections are more 
vulnerable to several infectious diseasas since 
they arc undernourished (and hence their 
body resistance is low) and since they live 
in congested and unhygienic sui roundings 
(which expose them more to infections). A 
majority of TB patients, for example, are 
from the lower economic strata. In the case 
of TB one needs to take protracted treatment 
for nine months, and in .severe cases (like 
pleural tubcrc'ulosis) the treatment period is 
18 months. Not only is the treatment period 
very long, but the costs are also prohibitively 
high. Several strains of bacteria have 
developed resistance to many conventional 
drugs in the modern world. It is often 
necessary, therefore, to resort to second 
generation drugs which areoften very costly. 
The treatment costs may be many multiplies 
of RS 5,000. Therefore, if we provide an 


insurance cover of Rs 5,000 who will bear 
the remaining costs? And it is in the case 
of catastrophic illnesses that one needs real 
financial help since even persons belonging 
to the middle income groups may find it 
difficult to bear the costs. Therefore, the 
proposed insurance cover of Rs 5,000 neither 
provides adequate financial protection for 
medical treatment nor the implied income 
protection. Working out an insurance .system 
based on the average cost of treatment is 
not realistic. If a person falls ill and incurs 
an cx|x;nditurc of Rs 40-50,(XK) it is no 
consolation to him to hear that the average 
total cost (hospitalisation expenses and other 
treatment charges) comes to only Rs 600 
accoiding to an NSS survey. 

The alternative, therefore, is to provide 
free medical care to the pottr. 'fhe issue of 
free medical care has been debated by 
economists quite widely. Buchanan (1%6) 
and Lees (I % I) argued agai nsi free provision 
of medical care. Given zero price, there can 
be over consumption. Moreover, without a 
price mechanism they believe consumers do 
not get an opportunity to express their true 
choice. While these two arguments would 
hold good for mo.st economic goods, their 
extension to medical care would be flawed. 
A man with a simple stomach-ache is certainly 
not going to ask lor surgical oncology simply 
because it is offered free. Moreover, while 
the invisible hand ol the price mechanism 
is required for the efficient functioning of 
a commodity market, say the food market. 
It may not be the case in the market for 
medical care. In the food market you can 
choose the items according to your income 
levels but you cannot, unfortunately, choose 
your illness to suit your pocket nor choose 
the modality of treatment which is to be 
decided by the provider based on a clinical 
evaluation ol the case. In fact, even the 
provider himself may not have much choice 
since fer many illnesses there is only one 
line of effective treatment. As mentioned 
earlier, the pitor man has as many chances 
as (in fact, mr^e chances than) a rich man 
in contracting many a killer disease. If 
medical care were left to the mercy of the 
free market there may be the operation of 
the ‘inverse care law' - those most in need 
of medical care arc the least likely to receive 
it! Tiiis will generate a perpetual contlict of 
interests between Dr Entrepreneur and Mr 
Patient. The care you get will depend not on 
the severity of sickness but rather, on the 
size of your purse. This militates against all 


canons of equity and has adverse effects 
from the societal point of view as the skewness 
in income distribution gets immediately 
translated into social inequities. 

In the case of infectious diseases which 
have .severe negative externalities the case 
for free provision of medical care to the poor 
becomes even stronger. Inoculating a person 
against infectious diseases or curing a person 
of an infectious disease not only provides 
safety.to him but also gives increas^ safety 
to his tellowmcn who. otherwise, run the 
risk of contracting that infection, in other 
words, the welfare function would be of the 
form W* = f]t(Cx, Cy) where W* is individual 
X’s welfare and Cx and Cy rcpre.sent the 
consumption component of preventive 
medicine by individuals X and Y. In cases 
of this type where the welfare functions are 
interdependent in this way and S Wx/d Cy 
> O as would be the case in the case of 
infectious diseases there is pure economic 
rationale for providing medical care to the 
pttor at state expense. Non-provision of 
adequate care to the poor may po.se a danger 
to the solidarity of the people. This, of 
course, applies only to infectious di.seases 
and would not apply to lho.se illnesses where 
the benenis of treatment are purely internal 
and private. 

Provision of free care for the (xior will also 
help to narrow down the dispantics in real 
terms. This will lead to income protection 
and poverty reduction much more effectively 
than a mere hospitalisation insurance plan. 
Moreover, health leads to empowennent and, 
therefore, can provide a lever to the 
development of the weaker sections and. 
thereby, serve to bridge the yawning chasm 
of social inequalities. 

There arc, therefore, strong reasons why 
we have to abandon the market principle in 
the case of provision of medical care to the 
poor. Left on their own, poorer people may 
not be able to purchase proper medical care 
even if it were to lead to death. It must also 
be borne in mind that the poorer .sections arc 
mo.st unlikely to demand more and more 
expensive treatment - food and water occupy 
higher rank in their .scale of preferences. 

Free provision, however, should be 
restricted strictly to the impoverished persons. 
Those who can afford to pay must be made 
to pay. While many from the richer sections 
are able to spend large amounts even on 
fitness equipment, membership in health 
clubs, cosmetic treatment, etc, there is no 
earthly justification for providing free 
medical care to them. There is also a 
possibility that they may, given thcii 
economic position and bargaining power, 
demand more and more expensive treatment 
and ask for a battery of tests. Besides, if we 
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provide free medical care to the well-off it 
will only serve to strengthen the existing 
inequalities since the richer sections by way 
of their economic and social position are able 
to demand - and get - better care. Therefore, 
we might ha ve a t wo-tier sy .stum of healthcare 
finance consi.sting of two distinct categories 
: (1) free care for the poor, and (2) paying 
care for the non-poor. Let us examine these 
two cases. 

Though the number of persons falling 
below the poverty line is e.stimated to be 
around 300 million, only a small proportion 
may be ill at any given point of time and 
a .still smaller proportion alone would require 
hospitalisation. If the proportion to be 
hospitalised is 6 per cent of the population 
below the poverty line it works out to a mere 
18 million persons and the public hospitals 
in the country must be certainly in a position 
to cater to their needs. 

There is, of course, the ptissibility that to 
get free medical care people understate their 
incomes. This, however, cannot be an 
argument against provision of free medical 
care for the pool. It only implies that we have 
to devise a more efficient administrative 
system To prevent the misu.se. we may 
perhaps even link it with the ration card or 
some such arrangement. Studies have 
demonstrated that how health care is financed 
can itself he an important determinant of the 
health outcome [OECD 1987]. It can affect 
the distribution of health benefits and, maybe, 
even the quality and cost-el fretiveness of the 
programme itself. 

Therefore, we must enforce a system of 
paying care for the non-pcKir. .Since, however, 
the non-poor arc not a homogeneous group 
in terms of income levels, they may be 
classilled into three or four income brackets. 
While the affluent persons in the top echelon 
are made to pay fully for every penny of 
medical expenditure, people in the lower 
income brackets may he pailly subsidised, 
the extent of subsidy being in inverse 
proportion to the income levels. A certain 
degree of price discrimination based on an 
ability-to-pay approach would be essential 
to maintain inter-group equity among the 
non-poor. 

In the non-poor category, we might, in 
addition, encourage a system of voluntary 
health insurance. But we must have .some 
kind of coinsurance which implies that the 
clients pay a part of the medical expenditure 
incurred. Hie clients’ share may be made 
marginally progressive with the ri.se in the 
quantum of medical expenses so that they 
have an in-built incentive to keep the costs 
down rather than take undue advantage of 
high coverage. Even in the case of 
catastrophic illnesses they will enjoy very 
high protection but the fact of coinsurance 
implies that they have an incentive to 
economise on costs or seek the most cost- 


effective treatment. Arrow (1976) analysed 
the conditions necessary for an optimal rate 
of coinsurance and showed that even the 
optimal level of coinsurance may still turn 
out to be only the second best solution. While 
the purpose of this note is not to examine 
the theoretics of the.se issues which fall in 
the borderland of health economics and 
welfare economics, the necessity ol 
coinsurance is stressed here only to mitigate 
the emergence of a morally hazardous 
situation. 

One caveat is in ordci here. It we are 
planning to provide financtal protection 
durtng illness episodes through the 
mechanism of insurance there is no reason 
whatsoever why insurance cover should be 
restricted only to hospitalisation. Out-patient 
care should also be brought under the 
purview. In other words, we must think of 
medical or health insurance rather than 
hospitalisation insurance. Even many serious 
illnesses and several illnc.s.ses of a chronic 
nature can be treated without the patient 
being hospitalised. Indeed efforts should be 
made to encourage people to take treatment 
at home. This will case the pressure on 
hospital beds. In-patient care should be 
resorted to only tn the ca.se of those ilincs.scs 
which pose an i mmediate danger to a person ’ s 
life. 

Any insurance scheme, we must remember, 
has to cope with the two problems of moral 
hazard and adverse selection. Moral hazard 
implies that if you know that somebody else 
is paying you may like to incur as much 
expenditure as possible since you do not io.se 
anything by incurring additional 
expenditures. Inolher words, without hearing 
the additional costs you enjoy the henents. 
Marginal cost being zero, it may lead to 
overuse whether in health or in other forms 
of insurance. The situation is somewhat 
similar to the free rider problem one 
encounters in public goods theory - you 
would like to have a ‘free ride’ at others’ 
expense. In fact, in the case of medical care 
providers of .services will also be quite eager 
to provide more services (and, possibly, of 
the more expensive variety) since it may 
enhance their practice and boost up their 
earnings. Moral hazard can generate 
excessivecluims eventually Icadingtohighcr 
insurance costs and the consequent rise in 
overall health expenditures. But the fact of 
coinsurance as suggested above does impose 
.some constraint on the consumer and tends 
to limit the extent of moral hazard. 

In the case of voluntary health insurance 
there IS also the problem of adverse .selection 
- those with higher risks will prefer to join 
while others might abstain from it. This, of 
course, implies that you arc able to foresee 
the probability of falling ill. If all people with 
low risks and low anticipated medical 
expenses opt out of insurance and only tho.se 


with higher risks and higher medical expenses 
join the scheme, then insurance business 
itself might become unviable since the 
possibihty ol iisk-poolmg is the ver> rai.tmi 
d’eire of any insutani e business. ('laims are 
expected to he placed in .i random tashion 
and it is the stnchaslicity ol claims which 
makes the scheme solvent, cn,ihling the sick 
to draw from a common financi.il pool 
contributed to and supporteil by all members. 
Adverse selection can he eliminated by 
mandating compulsory health insurance for 
all. But this would, then, ucccniuaic the 
problem of moral hazard with its 
consequential effects. 

Roth moral hazard and adveisc selection 
arise, in the ultimate analysts, from the 
asymmetry tn the market for iiilormation. 
The insurance authorities cannot predict or 
observe the actions of clients, much less 
control them. Clients on the other hand can 
affect, through their individual actions or in 
collusion with the medical personnel, the 
extent of expcndtturcs. They can even aiicet, - 
through their health behaviour and li tcstylcs. 
the probability of hilling ill or meeting with 
an accident. Arnott and .Stightz 11990) have 
argued that due to the asymmetry of 
information, health behaviour and health caie 
consumption may not be optimal and 
competitive equilibrium tends tn be 
inefficient since the prices fixed by the 
insurance authorities (i e, the premia paid by 
ll ic cl ients) do not ensure any such opli mal ity. 

There arc also some inherent drawbacks 
in many insurance schemes. Many jieople 
today do not join health insurance .schemes 
because to get the benefits you have to fall 
ill. if you remain healthy the premia paid are 
lost, in order to prevent this situation which 
may have a dampening effect both on the 
health behaviour of the people and on the 
insurance business itscll purchasers of 
insurance should he provided with very strong 
incentives for every claim-free year. This 
will encourage people to adopt healthy 
lifestyles rather than lieiiig negligent of their 
health basking in the belief that if anything 
happens the insurance cover will provide 
them with ihc necessary financial cushion. 

Besides. 1 1 the aim of insurance is to provide 
succour to the people in times of need then 
the companies’ usual practice of denying or 
■educing the bcnctlts at an advanced age 
cannot be accepted. Medical care is needed 
most in old age but, paradoxically, most 
insurance companies r^uce the bcnclits in 
old age and some even limit it to some 
specified age groups. If the aim of health 
insurance is to help people against illness 
episodes, there is no rationale (much less any 
ethical basis) for reducing the benefits at an 
old age. 

The present Mcdiclaim policy offered by 
the General Insurance Corporation .suffers 
from iwo serious drawbacks from the social 
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poinl of view; (I) To be eligible for il you 
have to be between five and 70 years of age. 
Beyond 70 years, if you continue the policy, 
benefits are progressively reduced. (2) 
Mediclaim does not cover certain specific 
illnesses and di.sorders (such as AIDS) some 
of which arc of a very serious nature and 
could entail heavy expenditures. Mediclaim 
has not become popular at all as evidenced 
by Its minuscule membership. 

For profit companies have to resort to 
these two tactics - li miting cover to speci fied 
age groups and excluding certain diseases 
which may entai I high expenses - to opti mi.se 
their profits. In fact, this is adverse selection 
from the supplier's side. This supply side 
adverse selection negates, to a great extent, 
the social ideals of insurance. There is no 
reason, however, why not-for-profit 
insurance agencies should be allowed to resort 
to these perverse practices. One way of 
financing the insurance business is to follow 
the pay-a-s-you-gosystemof financing where 
the expenditure of a given period is matched 
with the income of that period, reserves 
being allowed to accumulate only for 
contingencies. 

Thepossibility of making health in.surance 
compulsory for the non-poor category 
remains. But it appears a little premature as 
of today and may also involve lot of 
administrative problems. It is, of course, 
possible tolevy acompulsory cc.ss on income 
tax as contribution towards health insurance 
but income taxpayers constitute only less 
than 1 per cent of the population. Therefore, 
it does not serve the purpose of bringing the 
entire non-ptnir {xipulation under the ambit 
of compulsory health insurance. 

While thinking of bringing the entire 
population under the insurance cover, we 
must bear in mind that the situation in India 
is quite different from that prevailing in the 
developed world. Based on the premise that 
health care is a basic human right many 
western countries have built up a strong 
edifice of health care and national health 
insurance providing fairly comprehensive 
coverage. 

In the US. for example, there are two 
national insurance schemes: Medicare, 
providing protection to the old (those aged 
6S or over) and the disabled, and, Medicaid 
providing protection to the very poor. If you 
do not fall in the.se two extreme categories 
you have to go in for private insurance. Mo.st 
Americans get their insurance cover through 
their employers. In fact, all establishments 
in the US employing five or more persons 
are required, by law, to provide insurance 
cover to their employees. Employers 
generally opt for the Blue Cross or the Blue 
Shield, the two leading not-for-profit 
insurance companies. And the two Blues 
account for roughly half the private insurance 
market. Americans also enjoy the privilege 


of joining managed care schemes such as 
Health Maintenance Organisations (HMOs) 
and Preferred Provider Organisations(PPOs). 
The HMOs and the PPOs provide a wide 
choice of hospitals and a wide range of 
services for a fixed prepaid annual sum. This 
tends to eliminate, to a great extent, 
superfluous treatment as in the case of fee- 
for-service payment system. More than 40 
percent of the Blues' clients are in fact from 
the managed care schemes. In spite of all 
these, it must be pointed out, private health 
insurance in the US has not been an unmixed 
blessing. It has nut succeeded in controlling 
costs or in providing universal coverage. In 
fact, roughly 30 million Americans still do 
not have any health insurance cover. 

The Canadian system of national health 
in.surance which has succeeded both in cost 
containment and provision of quality care 
remains the envy of everyone and many 
countries may liketocopy.dilto, theCanadian 
model The provinces run the .scheme with 
the federal government contributing to a 
good chunk of the finance. Private insurers 
are prohibited except by way of providing 
for supplementary .services like pri vatc rooms 
and additional facilities. And the Canadian 
health care .system is patient-friendly. One 
of the reasons for Canada's acclaimed ability 
to contain costs in relation to GDP is, of 
course, partly attributable to the fast growth 
rate of GDP it.self. 

As contradistinguished from the situation 
in the developed world, healthcare, 
unfortunately, does not (Kcupy a pre-eminent 
position in the politico-administrative 
landscape of this country. In the US, 
healthcare was the major plank in the election 
manifesto of Clinton who, u|H)n assuming 
the office of the president immediately 
addressed himself to the task of revamping 
the health sy.stcm. In India, healthcare hardly 
finds any priority in the platform of any 
political party. In fact, since health insurance 
contributes to only a very insignificant share 
of the income of insurance industry and since 
the claim ratio is high health insurance is not 
a priority even for the insurance industry 
itself. And due to high user frustration, it is 
not much in demand even by the consumer. 
Estimates by Chen (1988) have shown that 
insurance contributes to a mere 8 per cent 
of the total health expenditure, private 
expenditure accounts for two-thirds, and the 


rest being contributed by publicexpenditure. 

Given this scenario, it is highly 
questionable whether we should (and whether 
we can) cover the country's entire population 
with health insurance. India certainly cannot 
afford the I uxury of pro viding national health 
insurance to the entire population at the 
expense of the state exchequer. Though it 
would have been idealistic, such a step is 
simply beyond the feasibility frontier given 
the fiscal constraints and the present eco¬ 
nomic position of the country. Unlike the 
developed countries, health insurance has 
not gained much acceptability in India, and 
is unlikely to gain in the near future. Banerji 
1 1986) also noted that the past experience 
of the few health insurance schemes in India 
has not been very encouraging. Therefore, 
abundant caution needs to be exercised even 
while planning to bring the entire population 
under the umbrella of health insurance. 

On the other hand, the alternative model 
of a two-tier system of health finance 
suggested above - free care for the poor and 
paying care tor the rich based on an ability- 
to-pay approach with some additional 
refinements - has the merit of ensuring both 
equity and efficiency and serves to promote 
a just and humane .social order. 
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Judgment against Shrimp 
Industry 

CAMPAIGN Against Shrimp Industries 
tCASI) welcomes the far-reaching and 
progressive Supreme Court judgment 
ordering closure, demolition and removal of 
all aquaculture industry/shrimp culture 
industry/shrimp culture ponds in the coastal 
regulation /.ones of India before March 31. 
The decision will go a long way in saving 
vast fertile lands covering lakhs of acres of 
land, protecting mangroves, coastal ecology, 
our lagoons, creeks and the ocean and its 
resources. Most important is the concern the 
judgment has for the livelihood needs of 
lakhs of coastal people dependent on 
traditional oixupations and a pollution-free 
coa.st. We hail this judgment as a stunning 
indictment of the policies of dc.structivc 
development and specifically the package of 
the new economic policies pursued by the 
ruling regimes. 

Central to the judgment is the concept of 
inter-generation equity. While industry and 
regulators seem to conceive of infinite 
resources to be consumed and polluted 
ostensibly for the benefit of this generation, 
the judgment clearly establishes that 
resources arc finite and must be preserved 
from pollution and consumption for those 
unborn generations, especially the vast 
majority of common people. 

The judgment is significant for it estab¬ 
lishes the primacy of the right to clean en¬ 
vironment and right to livelihood of not only 
present but also future generations. It chal¬ 
lenges conventional assumptions that are 
being voiced stridently by the government 
and the captains of industry that all develop¬ 
ment should be measured only in terms of 
investment potential and foreign exchange. 
The judgment says, “the damage caused to 
ecology and economics by the aquaculture 
farming is higher than the earnings from the 
sale of coastal aquaculture produce". 

For years now our pollution control boards 
have b^n laying down short-sighted policies 
with disastrous impact on the environment 
and people. These policies have been founded 
on the erroneous assumption that ail 
development activity will pollute and that 
this pollution has to borne by the majority 
forthc benefit of a small sector (read industry). 
The judgment clearly turns this conventional 
'wisdom' on its head. Internationally well 
accepted principles of environmental juris- 
pmdence, the ‘precautionary principle' and 
‘polluter pays principle' have, with this 
judgment, been irrevocably made part of 
Indian law. These principles shift the onus 
on the industry and the regulatory authorities 
to ensure that the establishment of an industry 
would not result in any pollution andindustry 
is liable to compensate those affected by 
iheir.. operations. 

Rdfreshingly, the Supreme Court for the 
first time also took cognisance of a citizens' 


report: the Justice Suresh Committee report 
on the impact of aquaculture in Tamil Nadu. 
This report has been extracted by the Supreme 
Court in 18 pages of its judgment. 

While the judgment has implications for 
communities across the country, the 
following issues are relevant in the Tamtl 
Nadu context. 

(1) Tamil Nadu does not have traditional 
aquacultural farming unlike Kerala and 
West Bengal. Aquacultural industry in 
Tamil Nadu is commercial aquaculture, 
intensive or semi-intensive. Hence, all 
shrimp aquaculture farms will have to be 
closed. 

(2) Almost all the aquaculture farms in 
Tamil Nadu are either situated within 500 
metres from the high tide line or are situated 
next to creeks, backwaters or estuarie.s. 

(3) For the first time we have a remarkable 
opportunity to preserve and regenerate the 
world renowned Pulicat Lake as the judgment 
now prohibits any aquaculture farms within 
1,000 metres of the lake. 

(4) The judgment also prohibits the 
use/conversion of agricultural lands, salt 
pans, mangroves, wet lands, forest land, 
village common land and land meant fur 
public purpose for construction of shrimp 
culture ponds. In Tamil Nadu there has been 
large-scale conversion of the.se lands for the 
purposes of construction of aquaculture 
shrimp farms with the connivance of the 
government which has been actively 
promoting and encouraging aquaculture 
even in its Coastal Zone Management Plan. 

(5) Theroleofin.surance firms and financial 
institutions, including the World Bank, in 
this whole issue has to be examined. While 
there is talk of cash crunch and cut in subsidies 
for the common people, nothing seems to 
prevent institutions from advancing crores 
of rupees to an environmentally destructive 
industry. This amounts to a big scam and a 
thorough investigation is needed on how 
unlicensed industries were advanced large 


sums of money to perpetuate an ecologieal 
disaster. 

The Supreme Court also directs the central 
government to establish an authority under 
the Environment (Protection) Act 1986 to 
implement the ‘precautionary principle’ and 
the ‘polluter pays principle', monitor the 
closing down of the shrimp farms and 
determine the compensation payable by the 
firms for causing social destruction. Tlie 
polluter has been ordered to pay compen¬ 
sation to the affected people and the workmen 
on the farms when they are closed by March 
31,1997. We congratulatethe Supreme Court 
for ordering the establishment of an ecology 
authority to ensure constant judicial 
supervision of industry. This is a damning 
indictment of the functioning of pollution 
control boards and their inefficiency. 

The following follow-up actions arc pro- 
po.sed to be initiated by CASI: setting up 
district level monitoring cells-cum-action 
committees toensure the closure of all shrimp 
farms: monitoring of payment of com¬ 
pensation within a time-bound period to 
affected individuals, families and com¬ 
munities for the loss they have suffered; 
ensuring that the polluters/aquaculture 
industrial owners pay the workers compen¬ 
sation within a time-bound period as laid 
down in the judgment; imd monitoring 'he 
reclamation and regeneration of the land, 
common resources and water bodies held in 
possession by the prawn farms and ensuring 
that the entire cost of regeneration be paid 
by the poiluters/aqua farm owners. 

CASI will be co-ordinating closely with 
the National Fishworkers Forum to form 
a national level Joint Action Committee to 
initiate common actions to guarantee the 
complete implementation of the judgment. 

Jesurethinam 

Convenor, 

Campaign Against Shrimp Industries, 
Nagapattinam. 
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Not an Unmanageable Task 


T he backdrop to the central budget for 1997-98, to be 
presented next Friday, is one of gloom about the state 
of the government's finances and uncertainty about how the 
linance minister will meet the large expenditure demands with 
relatively inelastic revenues. Quick on the heels of the ruling 
United Front's failure to deal with the massive and growing 
oil pool deficit have come the preposterous proposals of the 
Fifth Pay Commission. But a good part of the problem has 
also been the finance minister’s predisposition to look for 
answers to budgetary difficulties within the narrow and rigid 
framework of the structural adjustment programme. A 
substantial part of the fiscal mess is in fact attributable to 
the SAP agenda which has been sought to be put through 
since July 1991. The present finance minister's attempt to 
follow the same path cannot but deepen the fiscal crisis. 

If, on the other hand, the finance minister were to keep a 
more open mind and look beyond the economic reform 
horizon, he is likely to find workable solutions to some of 
the pressing problems facing him. First of all, he must jettison 
the theology, which has already had grave consequences for 
public sector investment i n particular and domestic investment 
generally, that no matter what the cost the gross fiscal deficit 
has to be kept down to 5 per cent of GDP this year and pushcjJ 
down further to 4.5 per cent of GDP in 1997-98. Instead, he 
needs to try to expand the resource base of the coming year’s 
budget and u.sc the additional funds for investment by the 
resource-starved public sector undertakings (PSUs) so as to 
break the vicious cycle of deceleration of industrial growth, 
reduced tax and other revenues, moreexpendilure compression 
and furthci .slow ing down of industrial investment and growth. 
For this the finance minister dues not have to approach FIIs 
for sovereign borrowings or even tap the domestic market. 
Instead, there is enough scope for larger borrowings from 
the Reserve Bank it.self- once it is recognised that the inllatlon 
rate which has touched 8 per cent is not the result of a monetary 
surge. In fact (he government’s recourse to ad hoc treasury 
bills and with it the size of monetised deficit this year have 
been conspicuously small. Up to February 7, the rise in ad 
hoc treasury bills was just Rs 4,145 crore against Rs 10,745 
crore in the comparable period last year. Considering that 
even the misconceived agreement between the RBI and the 
finance ministry prescribes a limit of Rs 9,000 crore for 
within-the-year rise in ad hoc treasury bills and a year-end 
limit of Rs 5,000 crore, the government has no reason not 
to take advantage of this source when many developmental 
programmes are facing an acute shortage of funds. 

The moneti,sed deficit in 1995-96 was Rs 19,855 crore. 
whereas in the current year up to February 7 the rise in RBI 
credit to the central government was only Rs 7,811 crore. 
While Manmohan Singh's record in the finance ministry may 
not be an acceptable yardstick, there is undoubtedly scope 


for taking advantage of the slack in the system to lake i ccoui .sc 
to ad hoc treasury bills and monetised deficit to the extent 
of, say, an additional 1 jicr cent of GDP, which would work 
out to Rs l(),0()f)-12.(K){) crore in 1996-97. This may result 
in the 5 percent ceiling on gross I'i.scal deficit being pierced, 
but no matter. The developed countries too are grappling with 
the problem of rising fi.scal deficit or public debt to (iDP 
ratios, 'fhey are trying to bring down the ratio after decades 
of expansionary economic policies and after achieving high 
levels of development. Even so many EEC countries arc 
unable to meet the requirement of liscal deficit of pei cent 
of GDP and public debt to GDP ratios of 60 percent prescribed 
for entry into the proposed single currency regime. Tlic 
European debate on this against the backdrop ol raging 
unemployment in countries like Germany, Fiance and Italy 
has a parallel here. Additionally, for a vast country such as 
India with an enormous appetite for development finance 
for augmenting productive capaiities in the social and 
economic spheres, there is scope for increasing public debt 
as a percentage of GDP from the present 54 pci cent to 60 
per cent in the case of the centre and from less than 20 per 
cent to 25 per cent in the case of the stales. What is more, 
unlike in many other countries, in India in respect of both 
the centre and the slates nearly 40 per cent of debt is in the 
form of .small savings and provident and pension funds which 
constitute additional savings mobilised from the public. As 
part of prudent public policy, these need lo he jiromoted - 
and, of course. u.scd productively. 

In sum, at this stage of the country’s development, the 
finance ministry has to get rid of its phobia of fiscal deficits. 
While more productive use of resources is undoubtedly 
necessary, surrendering poteniial resources required for 
development is no way to achieve this end. There is a strong 
trade-off between growth and inflation, as seen in the initial 
phases of adjustment in the east Asian countries. The inflalion 
rate, in South Korea parlicularly, remained at the two-digit 
level for about a decade and a half, hut the character of 
inflation was such that it provided an incentive for industrial 
goods even as prices of farm products ro.se moderately, 
keeping pace with cost increases. This strategy, while it has 
great potential for promoting growth, requires deliberate state 
action to curb increases in the prices of basic consumption 
goods and provide incentive prices for industrial goods. It 
is necessary to .start a broader debate, beyond the structural 
adjustment framework, on the level and nature of fiscal 
deficits that may be considered sustainable, the circumstances 
in which they would indeed be so and the necessary precautions. 
An important prerequisite is that the coupon rates on 
government securities should he kept at realistic levels and 
not at so-called market rates which have turned out to be 
ruinous for the central and state governments. 
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In the 1997-98 budget, apart from the 
creative use of public borrowing and debt, 
there is substantial scope foi mobilising lax 
xcvenues at least by three means: (i) bringing 
Into the income tax net all professionals and 
businesses who either escape paying taxes 
through evasion oi who under-report 
incomes, (li)ensuring that the corixiratc sector 
pays a minimum of 20 to 25 per icni on 
profits before lax as corporation tax. and (lii) 
increasing selectively the incidence of 
indirect taxes. It is necessary for the 
department o( direct taxes to rapully widen 
Its coverage ol urban and semi-urban areas, 
appoint grass roots level inspectors to detect, 
identify and book income tux asscssecs. 
computerise the whole operation and adopt 
modern methods ol checks and balances in 
tax assessments. It should be possible to 
divert the surplus staff of some departments 
to I he direct taxes wing. Tlic number of i neome 
tax assessces can he multiplied at least four 
times from the present 2.5 million to lU 
million ifaeoncerledelYorl ismadetodclcel 
tax avoidance and evasion. The central 
government's income tax rcccipt.s today 
constitute only about 1.4 per cent of GDP; 
even u half percentage point increase in it 
will fetch an additional Rs 6.0(X) crore or so. 

In Ihc case of corporation taxation, the 
issue is one of taking a clear stand that all 
economic activities yielding taxable incomes 
must bear a minimum burden of taxation. 
While promotion of industrial investment 
through accelerated depreciation and other 
incentives is necessary lor rapitldcvclopincnl, 
these cannot he entirely open-ended. 
Unfortunately, the government has queered 
the pitch for ii.scif by encouraging capital 
market expectations of abolition ol the 
minimum allei native lax I MAI') on zero-tax 
companies. In the first place, it has failed 
to inform the cupilnl market players that the 
unification ol the depreciation provisions of 
the roinpames Act and the Income Tax Act 
is unlikely to eliminate the minimum tax 
burden on profit-making companies. 
■Secondly, the excessive focus on the volatile 
capital market in I'hseal policy formulation 
has curtailed Ihc governmem’s freedom of 
action. Onc>* the long-tcnn reform of the 
functioning of the capital market is put in 
place, the inaikcl should be left to fend for 
Itself, essentially it should retlccl the state 
of the real ectrnomy. The government’s logic 
in imposing MAT on zero-lax companies 
was impeccable. Apart from sonic of the 
largest and most profitable companies 
escaping the corporate lax net. the average 
incidence of corporate taxation has come 
down sharply from over 40 per cent in the 
second half of the 1980s to around 15 per 
cent 111 1995-96. For a group of 1,335 
companies lor which 1995-96 data are 
available, a minimum 25 per cent company 
tax would have telched Rs 3.969crore against 
the present Rs 2,416 crore, or over 60 per. 
cent more. On this basis, the gross revenue 
from corporation taxation in the centra! 


budget should have been Rs 26,000 crore in 
1995-96 against the revised estimate of 
Rs 16.250 crore - an increase of Rs 10,000 
crore. While more precise calculations may 
bring down the figure somewhat, it 
nevertheless gives some idea of the revenue 
potential that exists. While trade and industry 
lobbies have mounted pressure for abolition 
ofMAT, there is al.soihe realisation all round 
that unless public investment is pushed up 
.significantly tocrowd-in private invc.stmeni, 
the growing slack in industrial demand cannot 
be dealt with. 

There is similar .scope for raising additional 
revenue from indirect taxes, particularly 
excise duties, by improving tax compliance. 
But apart from plugging loopholes and 
evasion, there is a .strong case for correcting 
some of the distortions that have crept into 
the excise duty structure, say, between 
producer goods and inessential goods or 
between goods produced by small-scale and 
large units. For instance, in the case of motor 
vehicles, the exislingduty structure conipri.scs 
15 per cent on large vehicles lor transport 
of people or goods, 20 per cent on passenger 
vans designed to carry 6 to 12 persons and 
40 percent on passengercars. There is aclear 
case for raising the duty on ordinary pas¬ 
senger cars to 50 per cent and on the luxury 
varieties even higher. In the last budget 
P Chidambaram had reduced the cxci.se duty 
on tooth paste from 20 to 10 per cent, on 
glassware from IS to 10 per cent and on 
ceramic articles, other than glazed tiles, from 
20 U) 15 per cent; glazed tiles thcm.sclvcs 
attract u duly of only 20 per cent. In the 
previous budget Manmohan Singh had 
reduced the duty on glazed ceramic tiles 
from 40 to 30 per cent, on glazed ceramics 
other than tiles, as also ceramic wares and 
ceramic articles from 30 to 20 per cent and 
on tahlew.-irc. kitchenware and toilet articles 
and other articles of porcelain or china from 
30 to 15 per cent. He had also reduced the 
duty on essential oils, perfumes and toilet 
waters, antiseptic perfumed cream, etc. and 
perfumed hair oil in unit containers from 30 
to 20 per cent and on cosmetic and toilet 
preparations and travel sets for personal toilet 
from 50 to 40 percent. These examples bring 
out the scope for rationalising the excise duty 
structure and mobilising additional revenue 
for development. The government claims 
that because of the deficit in the oil pool 
account it has little choice but to rai.sc Ihc 
prices of kerosene and diesel oil, but surely 
a socially preferable alternative would he to 
raise rcsoi'fces by stepping up excise duties 
on the luxury items mentioned above and 
others. Also, .so-called simplillcation of the 
duty structure must not be allowed to come 
in the way of proper gradation of luxury items. 

Interestingly, the actual duty rates 
prevailing now after the 1996-97 budget in 
respect of many luxury items are even lower 
than those recomm^ded by the TRC. For 
instance, among the electrical machinery 
items, the TRC had recommended a rate of 


50 per cent for air-conditioners to be reached 
by 1997-98, whereas the duty for air- 
conditioners including car air-conditioners 
was reduced from 60 to 40 per cent in the 
1995-96 budget itself. Similarly, on saloon 
cars the duly recommended was 50 per cent 
whereas that now prevailing is 40 per cent 
without gradation of the vehicles in terms 
of engine capacity or comfort. For glazed 
tiles the duty recommended was 30 per cent 
whereas the last Chidambaram budget 
brought it down to 20 per cent. The revenue 
loss from the drastic reduction of duties has 
not been properly evaluated. For instance, 
between 1991-92 and 1996-97 (BK) excise 
duty collections from motor cars and other 
motor vehicles for transport of persons rose 
from Rs 779 crore to Rs 1,856 crore or by 
138 per cent, whereas production of passenger 
cars alone went up by 109 per cent and their 
sales in value terms would have jumped 
nearly fnur-lold. Reform enthusiasts and 
industry and business lobbies cannot claim 
that the increased production of passenger 
cars in the post-rclorm |xiriod has been in 
response to the reduced excise duties, tor ii. 
has occurred despite massive increases in car 
prices. There has, in fact, been a signillcant' 
shift in favour of high-priced luxury cars. 
TTie quantum jump in the demand for luxury 
cars and other consumer durable goods in 
the post-reform period reflects a sharp rise 
in the incomes of the ncli and the upp?r 
middle clas.ses. the tux potential of which 
must not be allowed to be whilticd away. 

A similar exercise in regard to customs 
duties will bring out the vast scope for 
readjusting duties and moderating the pace 
at which they are .sought to be lowered. 
Significantly, Raja Chelliah, chairman of 
the TRC, has himself now called for 
rescheduling the programme of reducing 
import duties, postponing the target 
deadline from 1997-98 to 2(XX)-()I orc/cn 
2001-02 on the ground that “the domestic 
manufaclu''ers need some breathing space". 
He has argued that Indian industry facing 
very high interest costs and infrastructural 
bottlenecks will be deprived of a level playing 
field if the cuts in import duties were effected 
as suggested by the TRC. Actual import duty 
reductions have been drastic aheady: peak 
import duty rates which in several cases were 
around 300 per cent prior to the reforms had 
been brought down to 50 per cent by the 
1994-95 budget, whereas this was to be done 
by 1997-98 according to the TRC. Official 
data also show that average collection rates 
defined as the ratioof realised import revenue 
(including additional customs duty) to the 
value of imports of a commodity arc a better 
indicator of the rate of protection than the 
declared tariff rates. It is found that the actual 
incidence of duty is invariably lower than 
that notified in the tariff schedule. It was on 
average47 percent for 1990-91 and had been 
steadily brought down to 29 per cent by, 
1994-95. Though the peak duty rate was kept 
at 50 per cent in the next two budgets, the 
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average incidence is likely to have been 
reduced further to 28.5 per cent in 1995-96 
and 27.5 per cent in 1996-97. There arc many 
cases of unjustifiably drastic duty reductions, 
particularly among chemicals, metals and 
capital goods, whereas better calibration of 
^he duty cuts would have provided an impetus 
to growth. 

If larger public investment in siKial and 
economic infrasiructurc is the objective, then 
the centre’s tax revenues as a percentage of 
CiDP have lo be i ai.sed. The ratio was around 
11.2 jierccnt in Ihc quinquennium 1985-90, 
bui now ii has conic down to about 10.2 per 
cent. Even its restoration to the level that had 
been reached a decade hack would fetch 
about Rs 12.500 crore in additional tax 
revenue or roughi y 10 per cent of the centre's 
present total tax collections. Rough 
calculations such as these show that a 
significant increase in the centre's lax revenue 
is certainly not beyondthe realm of pos.sihiliiy 
provided ihe government extricates itself 
fiom Its SAP mmdscl. 

r PUBLIC lNTERr..S I LITIGA TION 

Government Is Scared 

THE reported decision ol the United Front 
govcrnmciil to mtioduce a Public Interest 
Liligaiion (PIL) Bill m parliament should be 
of concern lo all those human rights gioups 
in the. country which have been fighting the 
cases ot the {kioi and the underprivileged in 
Ihc law courts. The hioad space ol /</ciis 
staiuli for initiating oi intervening in civil 
01 cnmmal proceedings that they have been 
enjoying as mediaiors between the poor 
masses and Ihc expensive and elaborate 
judicial process may now shrink to a 
considerable extent li certain provisions of 
the proposed bill arc implemented. 

The draft of the bill suggests a mandatory 
t intcrcsl-lrce deposit of Rs 1 lakh for every 
PIL 111 the Supreme Court and Rs 50,0(K) in 
the high com' The deposit shall he refunded 
- at thcdiscrciion ol the court - if the petitioner 
wins the case. If the court considers a petition 
frivolous, the petitioner will not only forfeit 
the deposit, but also attract a punitive fine. 
Among other provisions, a ptuir person is 
defined as one whose annual income docs 
not exceed Rs 6,000, and a litigant has to 
be a ixtrson who has some direct personal 
interest m the litigation. Defending the 
enactment of the bill, a cabinet note blames 
the judiciary fur “digressing from its tradi¬ 
tional duties and functions as an inteipreter 
of the Constitution and the laws and entering 
into a field in which it has no cnm|>ctence 
or safe standards fur judicial action”. 

A revealing sentence in the note suggests 
that the immediate provocation for 
introducing the bill is the judiciary's recent 
active role in bringing to book corrupt 
politicians and top businessmen who had all 
these years escaped prosecution. The note 
.says that Ihc judiciary cannot be a “substitute 


for the failure or Ihc irresponsibility of other 
branches of the government and start 
delivering increasingly legislative or 
administrative judgments”. 

On the plea of restraining the judiciary, 
the proposed bill is planning to virtually 
clamp down on social activists who have 
been lighting for the rights of effective access 
lo justice and enabling the weaker sections 
to secure justice. How many from among these 
groups of .social activists and human rights 
organisations can afford to deposit Rs I lakh 
as deposit? The definition ol poor person 
leaves out many daily wage labourers whose 
annual income often exceeds Rs 6.(XX) and 
yet who being illiterate may have lo depend 
on some sympathetic petitioner to initiate a 
PIL on their behalf. If the petitioner is not 
himself a daily wage labourer, he or she will 
have no locus standi to initiate Ihc litigation. 

It may be recalled that the PIL came into 
operation because it was fell that the system 
of justice is tixi expensive, protracted and 
pyramidal lor the weaker .sections lo seek 
and .secure justice, and that Ihc niceties and 
lormalilies of the sophisticated system must 
be relaxed lo enable these .sections to receive 
the much-needed attcnlion and jti.slice at the 
judicial doorsteps. It was because of this 
widely accepted need that even a postcard 
was treated adequate enough by conscientious 
judges 10 intervene in cases of violation of 
fiindamcnlal rights. Suchjudicial intervention 
was in keeping with the spirit of Article 39A 
of Ihc Conslilulion which says; “1'he Stale 
shall secure that the operation of Ihc legal 
system promotes justice, on a basis of equal 
opportunity, and shall, in particular, provide 
Ircc legal aid, by suitable legislation or 
schemes or in any other way. to ensure that 
opportunities for .securing ju.sticc are not 
denied to any citi7.cn by reason of economic 
or other disabilities." 

Any people-oriented public interest 
litigation thcicfore automatically bases ilselI 
on people’s causes - ranging from socio¬ 
economic grievances of the ptHirer classes 
to corrupt deals by politicians and industrial 
interests (since such deals ultimately drain 
the exchequer and affect the publii in 
general). No ampunt ol olTicial sophistry 
about conventional needs lo compart¬ 


mentalise judicial and administrative orbits 
can hide the government’s despcr.iie move 
lo .scuttle trends among sections ol the 
judiciary to give a sympaihetic heamig lo 
these populai causes and demands. The 
government is alarmed Iv e.uise the judiciary 
IS moving beyond its conventional lole ol 
an umpire, and is cutalysmg collection ot 
evidence, gi vingdirections beyond traditional 
modes and taking measures lo ciisuic that 
effective remedies reach the taiget gioup. 

DRUG Rn.SEARCIi 

Irresponsible Move 

THE union minrstry of health is lepoiied lu 
be all set lo dismantle at one stroke the 
internationally accepted and WHO approved 
structure of drug testing built over decades 
A proposal, no doubt by phainiaceiitical 
industry interests, lo be allowed concurrent 
clinical testing of new drugs is being 
considered lavouiably foi adoption by the 
ministry This is liciiig done o.sicnsibly to 
facilitate the introduction ol new drugs which 
will not now have to be pul through the long 
drawn out clinical trial phases App.ticiilly 
the drug industry, Indian companic.s and 
MNCs. have been arguing that new drugs, 
appropriate to the disease protile in the 
country, were noi being introiliiccd here 
hccau.se it now takes four to five vc.irs foi 
a drug to be put ^through all the consecutive 
phases of testing. 

Clinical trials are generally in ihicc phases 
- in Ihc First pha.se the drug is admini.sicied 
to healthy volunteers to enable the 
manufacturers to assess the .s.iletv ol the 
drug; in the second phase the product is 
administered to a narrow siiectrum of people 
suffering from the illness to test the ellicacy 
and drug dosage, etc, and in the thud phase 
multiccntric trials arc conducted involving 
larger numbers. The (ourth jihase is a post- 
marketing Inal, hardly cvei (otidiuied in 
India by drug companies, to elicit and 
document all adverse reactions In other 
words, each phase ol tnal produces 
information and cnsuics p,iiieiils’ s.dety for 
Ihc next stage ol the Inal. II Ihc new 
regulations become applicable, it would be 
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possible for a new drug to be tested for 
efficacy even without ensuring that the drug 
is safe. 

The format and structure of testing 
proccdure.s have hecn evoJvcd over decades 
and have been the cumulative icsponse to 
drug tragedies in the past. In the I9.S0s, for 
instance, the thalidomide disaster led to 
stricter regulatory procediiiesin the I I.S. while 
an earlier disaster in France had already 
strengthened the Fiiiropcan proccdiiies such 
that these countries were able to avoid the 
thalidomide tragedy. Belweeiithc 1960s and 
1970s .several other inechanisms were pul in 
place including the Committee on Salely of 
Medicines in l970iiithcllK. .Since the 1960s 
the World Health Assembly has adopted 
many resolutions directed at ensuring 
subjects’ salcty during the introduction of 
new drugs. Clinical trial procedures as well 
as laboratory procedures have been evolved 
with the consent and approval of the 
international community ol researchers. To 
overturn it in the interest ol the drug com¬ 
panies is to make a mockery of international 
regulations on the rights ol patients. 

It IS true that the escalating cost of putting 
a new drug on the market has prompted 
.serious review of drug registtation require¬ 
ments including trials and testing. For 
instance, the pharmaceutical industry has 
sponsored moves to ‘harmonise’ new drug 
registratton in Japan, the F.uropean countries 
and the I I.S and arrive at minimum guidelines 
aimed at eliminating what has been termed 
‘waste of rc.sourccs’ by diug companies. 
According to a report in the Lancet, some 
.^8 aspects of testing efficacy and quality and 
of regulatory coiiimuiucation between 
authorities have been idcntilicd and are being 
deliberated upon by experts at a scries of 
meetings. But it would be very surprising if 
these support concurrent trials as a norm. At 
another level, the U.S FDA concerned about 
the lack of re.scarch in therapeutics in 
emergency because of stringent patients’ 
con.sent requirements made a very narrow 
exception in I99.S which will now allow 
testing ol therapeutical interventions on 
patients who are unable to consent for 
research. However, it has stipulated approval 
by a mandatory institutional regulatory board 
which will ensure that the first principle of 
all such measures, the patient’s welfare, is 
not violated. This change in the norms, 
evolved after peer discu.ssion, is .still under 
muchdehate in the US. In the circumstances, 
it IS quite irresponsible of the ministry of 
health to seek to consider changing clinical 
trial requirements without any attempt to 
first seek medical/.scientific opinion on the 
matter. The suggestion by a spokesperson 
from the union health ministry that the use 
of ’gtKHl clinical piactice’ la^ls in places 
where the trial is conducted will ensure the 
safety of patients and the ctliicality of the 
trials clearly indicates that little thought 
has been given to the issue. In the current 
scenario of unregula'cd private medicare 


and inefTicicnt public infrastructure, good 
clinical practice is followed more in the 
breach. 

The fundamental principle of all drug trial 
norms is the welfarcof the patient even while 
advance of scientific knowledge is en¬ 
couraged. Not just the subjects in a trial, hut 
all those who will ultimately be the potential 
users of a drug have the right to seek the 
state’s a.ssurancc on the safety of the drug. 
That is the task of the drug control authorities 
everywhere. By attempting tochangc clinical 
trial norms without discussion to 
accommodate indu.stry interests the health 
ministry is abrogating the rights of the subject 
as well us people at large. In no circum.stances 
must this be allowed. 

.STORTS 

Ill-Considered Decision 

IT IS strange that at a time when decentra¬ 
lisation is the theme of the government, the 
centre should propo.se to legislate to move 
sports from being a state subject to the 
concurrent list. The bill, according to S R 
Bommai. minister for human resource devel¬ 
opment. is meant to ensure the effective 
implementation of the national sports policy 
which IS directed at bringing about 
"discipline, order and uniformity in the 
management of s|)orts at the national level". 

It is meant as an ‘enabling’ provision directed 
at "bringing greater accountability in the 
working of the national level bodies, 
especially in the context of our performance 
in major international events”. While 16 
states have approved the bill. Kerala, 
Rajasthan and Jammu and Kashmir arc 
opposed to It and Karnataka, West Bengal 
and Gujarat arc reportedly still examtning 
the issue. 

Kerala, a state whtch has been relatively 
successful in bringing sports into the 
mainstream of education and nurturing talent 
which has made a mark at the international 
level, has vehemently opposed the proposal 
on the ground that this would adversely affect 
the state’s sports programme aimed at 
encouraging mass level participation. Tlicrc 
is much truth in this contention. If sports is 
to become a mass level activity, then it has 
to be integrated with the .school cuintulum, 
which in fact was the recommendation of the 
K P Singh Deo Committee. Given that .school 
education is a state subject, it would be 
logical for sports too to remain a state subject. 

On the other hand, there is no doubt that 
national sporting bodies have often been 
functioning to the detriment of the con¬ 
cerned sport and some have become so 
embroiled in petty politics that sport.spcr.sons 
genuinely committed to sports have cho.scn 
to drop out of national and international 
competitions in di.sgust. There are scores of 
tales about the shabby treatment meted out 
to sportspersons who represent the country 
in tournaments abroad. But has this to do 


with lack of appropriate legislation or are 
there other more fundamental reasons 
which are rooted in the ground realities of 
why sports ha.s not become a mas.s activity, 
except in certain fields? In fact greater de¬ 
centralisation of the authority of the various 
sporting federations has been suggested a.s 
a means of reforming the corruption-ridden 
iastitutions. 

Bommai‘s contention that the new bill will 
enable the centre to allocate more resources 
for sports is not particularly credible. Central 
budget allocations for sports now go to the 
•Sports Authority of India (SAI), as grants 
to sports federations and to universities and 
colleges, for the creation of infrastructure 
and development of synthetic tracks and 
surfaces and towards the sports talent search 
scholarships scheme. The SAI is an autono¬ 
mous body which is charged with the 
re.spon.sibility of spotting and nurturing talent, 
creating a central pool of sports equipment, 
promoting women’s sports, rural sports, 
conducting national coaching camps, mana¬ 
ging stadia and developing physical education 
institutions. For all this the centre allocated 
a meagre Rs 68.76 crorc in 199.‘5-96. Budget 
allocations for sports and for the entire 
department of youth affairs and sports have 
recorded decreases since 1994-95. .Surely 
there is ample opportunity lor the centre to 
channel funds to thestates through theexi.sting 
btxiics and .schemes, it that was really the 
intention. Kerala’s minister for health and 
sports (perhaps the only state tniiiistcr with 
such a combinatton of authority) has rightly 
pointed out that Kerala desperately needs 
specialised equipment, trained coaches and 
sports fields and tracks in order to nurture 
the abundance of talent which its mass-based 
sports development programme has created. 
Other states may not need this level of inputs 
and a uniform policy would act to limit the 
states’ potential rather than develop it. 

Bommai’s stress on harnessing talent in 
the rural areas is another indication of the 
prevailing distorted perspective on sports 
development. In developing countries like 
India with their sharp class disparities, sfiorts 
development must not be thought of on.y in 
terms of nurturing talent for national glory. 
The first objective of a sports policy should 
be to encourage physical education and sports 
for people’s well-being. This is the base on 
which talent can be nurtured and it can be 
created only if the development of sports 
becomes a local level activity. The proposed 
bill will only make such a change more 
distant. 

It is also interesting that the bill is being 
proposed at a time when the state is generally 
shedding its welfare responsibilities. Just 
what the ramifications of this move on the 
part of the centre to take control of sports 
management are in the context of the rapidly 
expanding international sports goods (includ¬ 
ing fitness, physical education and leisure 
equipment) industry, therefore, needs to be 
watched closely. 
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CURRENT STATISTICS 


EPW Research Foundation 


Fiscal compression is distinctly reflected in the flnances of the state governments, albeit in a conventional fashion Gross fiscal deficit lo GDP roiiu 
has been gently declining, but not so the revenue deficit. While growth of aggregate expenditure has decelerated, ihc deceleration has btx'n iniich 
sharper in developmental expenditure than in non-dcvelopmental expenditure. Capital expenditure for development purposes has shown the sliar|icsi 
deceleration. 

^Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82= 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power. Light and Lubricants 
Manufacture Pioducts 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 6-Fcbruary I. 1997) 


Cost of Living Indices 


Weights 


Feb 01, 
1997 

Over 

Month 

Variation (Per Cent)' 
Over 12 Months Fiscal Year .So Far 
Utesi Previous 1996-97 1991% 

’oint-io-Point 

1995-96 1994-91 1993-94 1992-93 


03 

77 

47 

7 0 

4.3 

50 

10 4 

10 8 

7 0 

.337.8 

0.0 

11.7 

2.4 

97 

3.6 

54 

127 

11 5 

3 0 

391.3 

0.6 

17.8 

3.6 

135 

18 

9.8 

11.9 

4.4 

1.4 

331.3 

-l.l 

2.9 

-0.3 

44 

-0.5 

-1 9 

15 1 

24 9 

■1 4 

3.34.1 

0.3 

16.8 

1.7 

13.2 

0.5 

3 7 

24 

M 1 

112 

.308 3 

0.4 

.3.8 

6.6 

4.3 

1.1 

5.0 

10.7 

99 

79 

307.7 

2.0 

11.5 

0.3 

137 

1.3 

-0.7 

8.1 

12.3 

68 

.360.6 

1.0 

1.1.7 

2.5 

13.6 

4.3 

6.3 

10 6 

7(1 

18 

313.4 


5.9 

8.6 

6.1 

82 

7.8 

10 9 

8.3 

10 1 


Latest _ Variation (Per Cent): Po int-to-Point __ 

Month Over Over 12 Months Fiscal Year .So Far 199.1-96 1994-91 1993 94~I99:-9.1 
Month Latest Previous 1996-97 1991-96 


Industnal Workers (1982=100) 3.10'- 

Urban Non-Man Emp (1984-81=100) (for 1991-%) 264" 
Agri Lah (1986-87=100) (Link factor 1.89) 262'" 



Money and Banking (Rs crure)* 


Money Supply (M,) 

Currency with Public 
Deposits with Banks 
Nel Bank Credit to Govt 
Bank Credit to Coinml Sector 
Net Foreign Exchange Assets 
Reserve Money (Fen 7) 

Net RBI C!redit to Centre (Feb 7) 
Ad hoc Treasury Bills (Feb 7) 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 

* Based on March 31 


Jon 31. 

1997 Over Month 


_V ariation _ 

Fiscal Year .so far 

1996-97 1991-96 1991-9(> 


671667 

128706 

138464 

283716 

361279 

88962 

191179 

126179 

33190 


7882(1.2) 
-2l2(-02) 
9101(1.7) 
-28I2(-I 0) 
4881(1.4) 
431(0.1) 
147(0 1) 
-2233(-1.7) 
-1031 


69831(11 6) 
10145(8 9) 
.18129(12.1) 
26306(10 2) 
20377(6.0) 
11805(15.3) 
-2757(-1.4) 
7811(66) 
4145 


46477(8 7) 
15562(15.5) 
58129(13 6) 
282.19(12.7) 
36460(12..1) 
474(0 6) 
16.1.17(9.8) 
18922(19.1) 
10745 


70410(13 2) 
17480(17.4) 
52973(12.4) 
.34991 (11.7) 
48179(16.5) 
-628 (-0.8) 
250.14 (14 8) 
198.11(20 1) 
5965 


79241 (17,5) 
18698(22 8) 
1968.1(16 2) 
16128 (7 9) 
480.19 (19 (.) 
25159(47 8) 
.306l<! (22.1) 
2130(2 2) 
17.10 


483338 8273(1 7 ) 49519(11 4) 24767(6 4) 46961 (12.1) .13629(16 1) 

267288 4048(1.1) 13273(5.2) 3018(814.3) 42455(20.1) 406.38(23.8) 

2.18618 .3949(1.6) 14394(5.9) 31615(15 7) 44938(22 5) 37798(23.4) 

190690 5705(3.1) 2.1908(1.17) 12864(8.6) 15529(10.4) 14171(10.1) 

figures, except for 199.1-96 (full year) and 1996-97 where the banking data relate to March 29.' 


73307(19 3) 
14170(209) 
17921(187) 
28855(163) 
17161 (7.1) 
27(>74(ll()9) 
27892 (21 2) 
260 (0.3) 
6.100 

12144(18 6) 
111(>()(7 3) 
8875(5 8) 
28641 (26 9) 
1996 


Index Numbers of Industrial Weights Oct 
Production (I980-81=I(X)) 1996 


_Fi scal Year So Far _ 

1996-97 199.1-96 1995-96 1994-95 


Fiscal Year Average s 
199.3-94 1992-93 


General Index 
Mining and Quarrying 
Manufacturing 
Elcclriciiy 


Capital Market 

BSE Sensitive Index (1978-79=100) 
BSE-KX) (1983-84=100) 

BSE-2(X) (I989-90=I(X)) 

NSE-.10 (Nov 3, 199.1=1000) 

Skindia GDR Index (Apr 15. 1994=100) 


301 3 291.2(9,8) 
263.7 247 9(1.7) 
298.6 289 7(12,1) 
3.17 I 345 (X3.4) 

Feb 21. Month 
1997 Ago 


3439(-().4) 3383 
1498(-6.0) 1491 
332(-.1.9) 332 
992 %! 
70.0(-9.9) 66.6 


265.3(11.7) 28.3.3(11.9) 2.13.7(9.4) 232.(K6.0) 2189(2 3) 2139(06) 2126(8.2) 

243.8(9,8) 266.4(7.0) 248.8(7.5) 231..1(3.5) 223.7(0 6) 2221(06) 2212(41) 

2.18.4(12.3) 277,3(13.0) 241.4(9.8) 223.5(6.1) 2107(2 2)2(X>.2(-0 8) 207,8(9 0) 

.3.337(11.1) 34()..3(8.2) 3146(8.5) 290.0(7.4) 2699(50) 21/0(8 1) .’368(7 8) 


l9%-97 So Far 1995-96 


End ol Fiscal Year 


Ago Trough 


.34.14(5.3) 2745 
l.194<-0.2J 1217 
353(-3.3) 273 


3367(3 3) .1261( 13 7) 
1549(-3.1) I(X)6(-I2 2) 


77.8(4.8) 


61.62 87.88 


.345 (-6 3) 
iia 

78 13(0.7) 


Foreign Trade 


December 

1996 


Fiscal Year So Far 
1996-97 1995-96 


Expofts: Rs crorc 
US $ mn 
Imports: Rs crore 
USSmn 

Non-TOL US $ mn 
Balance of Trade: Rs crore 
US $ mn 


85623 (13.9) 
24216(5.4) 
97111 (11.1) 
27465 (3.3) 
204.32 (-5.5) 
-11488 
-3249 


75181 (28.6) 
22967 (23.3) 
87071 (.34.4) 
26600 (28.9) 
21621 (31.5) 
-11890 
-.3632 


1995-% 

'iO^I (28.8) 
31831 (20.9) 
121647(31.2) 
36370 (26.9) 
28822 (26.8) 
-11182 
-4539 


82674(18.1) 
26331 (18 4) 
89971 (2.3 I) 
28614 (22.9) 
22727 (29.1) 
-7297 
-2.324 


1993 94 

697.. 1 (29 9) 
222,38(20 0) 
73101 (15 3) 
23.306 (61) 
175.12(11.2) 
3310 
-1068 


.3(.8(-18 2) 
na 
77 99 


1992-93 


3779(61 7) 
1830(79 2) 
41(K92,3) 
nu 


53688(21 9) 44042 (3.1.3) 
18.1.37(3.8) 17866 (-1.1) 
63.375 (.32.4) 47811(10.8) 
21882 tl2.7) 19411 (-19.4) 
11782(12 3) 14047 (-22.2) 
-9686 -38(X) 

3.345 -1.14.1 


Foreign Exchange Reserves 
(excluding gold) 

Feb 14. 
1997 

Feb 16, 
19% 

Mar .31, 
1996 

Month 

Ago 

Variation Over 

Year Fi.scal Year So Far 1995-96 

Ago 1996-97 1995-%’ 

1994-95 

1993-94 

Rs crore 

US S mn 

69502 

19331 

58245 

16037 

58726 -849 

17126 -.321 

112.17 10776 -7783 -7302 

3294 2205 -4779 -3690 

18402 

5640 

27430 

8724 


Notts-, (i) Superscript numeral denotes month to which figure relates, c g, superscript 10 stands for October (ii) Figures in brackets arc percentage 
variations over the period specified or over the comparable period of the previous year na = r.ot available. 
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Finances of State Governments 






(Rupees Crorei 


1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 


Budget 

Revised 

Accounts 

Accounts 

Accounts 

Accounts 

Account-s 

1 1 Corisoltilaicd Budgetary Position ot Stales 

(Annual percentage variations within brackets) 



Revenue Account 








A Receipts 

I.‘>20I9 !H.8) 1)973.1(14.3) 122284(15.8) 

105.564(15.9) 

91091(13 D 

80536 (2!.2) 

66-167 0 7.6) 

a Tax Revenue (A+H) 

106715(14.7) 

93065(15 4) 

80619(17 1) 

68819(13.8) 

60448(69 1) 

357.5(h-,9.8) 

44586 0 4 1) 

1 Taxes on incoiiic 

971(19.9) 

810(13.0) 

717(10.3) 

650 (8.0) 

602 (-6.7) 

64.5 (1 7) 

634 0 7) 

2 Taxes on property .ind capital 

8102(12.2) 

7218(14 8) 

6288(45.5) 

4323(19 2) 

3626 (9 4) 

1314(20 9) 

2742 (7.4) 

transactions 








1 ) Stamps and registraliuns 

6863(16.7) 

5879(15.5) 

.5091(43 2) 

3555(30 8) 

2978(12 2) 

2654(25 7) 

211204.5) 

II) L,and revenue 

ll80(-8 3) 

1287(12 8) 

1141(55.9) 

732(18 6) 

617 (-1.0) 

636 (4,8) 

W)7(-12.0) 

Taxes on commodities and service 

63343(1,3.6) 

55779(14 S) 

48729(17.6) 

41451(16,3) 

.1.5640112 1) 

31798(17 9) 

26970 07.3) 

i) Sales lax 

444.52(24 3) 

.35763 (7 9) 

33154(20.0) 

27638(18 0) 

23349(10 8) 

21(8,4(19 2) 

17667 0 7.3) 

II) .Stale excise dulics 

8980 (8 0) 

8316 t7..3) 

7747 (9 0) 

7106(13 4) 

6265(15 ?i 

5439(13 4) 

4795(24 1) 

4 .Share m ccnital lax 

34299(17 2) 

29259(17 6) 

24885(1 l.l) 

22395 (8.8) 

20580(22 2) 

16848(18 3) 

14242 (8.7) 

b Non-tax revenue 

453041-2.9) 

46668(12 0) 

41665(13 4) 

36745(19 9) 

30643 (9.7) 

?''9.32(27.7) 

21881(2.5.5) 

i) Grants from centre 

25729 (2.8) 

2.5025(25 1) 

20(8)4 (-5 5) 

21176(19 2) 

17759(16 6) 

1.5226(20 4) 

12643(48 7) 

ii) Slates' own non-tax revenue 

19.574 (-9 6) 

21643 (-0,1) 

21660(39.1) 

15569(20 8) 

12884 (1 4) 

12706(37.6) 

9237 (3.4) 

B Expenditure (inci others) 

162044 (9 2) 148372(15 5) 128440(17 3) 

1094.56(1.3 8) 

96205(11 6) 

86186(20 1) 

71776(19.2) 

a Developmental 

98.345 (6 7) 

92193(17.2) 

78638(10.9) 

70918(11 7) 

(..3465 (9 7) 

.57871(1X 5) 

48855(19 8) 

b Non-dcvciopinental 

61787(13 ?) 

54559(12 5) 

48499(29.8) 

37167(18 6, 

.1|5()(.(1.S3) 

?73|5(234) 

2213707 5) 

Revenue Surplus!-t-l/DcriciK-) 
Capital Account 

-I!X)25 

-8639 

-6156 

-3813 

-5114 

5651 

-5 30') 

A Receipts 

42735 (8 7) 

39329(-l() 1) 

4.37.38(52.8) 

28621(-4 8) 

30073 lit; !) 

27 2 38 ( 9 6) 

24847(23 5) 

a Market loans gross 

5299 (3 6) 

5111(24.5) 

4105 (-2 6) 

1216(14 2) 

.3()92)l 1 5) 

.3.310129 2) 

2.561 (■ 1 3) 

b Small savings. PF. elc 

5157 (6 0) 

4863 (1 9) 

4779(10 4) 

43.30(19.51 

3622(24 5l 

29,)9(-.5 2) 

.3069(33.0) 

B Disbursements 

3.S666 (9 4) 

32596 ( 16) 

1.1114(31 0) 

25272 (9 3) 

23129 (6 4) 

21713,11 7) 

19466 0 7.3) 

a Developmental 

17833 (4,9) 

16997 (0 4) 

16932(40 5) 

121151(16 5) 

1()>.4I (4 9, 

9862110 1) 

896106.0) 

b Non-developmenial 

8.37(24 6) 

672(60.0) 

420 (.5 3) 


3| 1 (.32 9) 

234( 11 0) 

26101 4) 

c Discharge of internal debt 

I6.3()(.53.8) 

1060(-42 8) 

18,54(55 4) 

1193(~4 6( 

1251(15 9) 

I488(.34 1 5) 

3 37(-22 4) 

d Repayments of loans to centre 

5646(28 7) 

4.388 (-2.1) 

4492(-7.9) 

48/7(16 7) 

4178(130) 

3696 (- 7 5) 

.1997 0 9.6) 

e Loans and advances by stales 

9721 (2 6) 

9479 (0 7) 

9416(39 5) 

6752 (-4.2) 

7046 ( 9 0) 

6464(12 3) 

.57.55 0 9.2) 

Capital Surplus!+)/Dericii( -) 


3T.733 +10624 

+3351 

+6944 

+5495 

+5381 

Aggregate receipts 

1947.54 ( 8.8) 179062 (7 9)166022(23 7) 

1.34187(10.7) 

121164(12 4) 

107774(18 0) 

91314(19.1) 

Aggregate disbursements 

197709 (9.3) 180968(120) 161554(20 0) 

1.34649(12.8) 

119335(10 6) 

I0'’929(18 3) 

9124208 8) 

Overall surplus!-O/DcliciH-) 

-2956 

1905 

-4468 

-462 

■11829 

+ 156 

*•72 

II Oevelupmentnl and Non-IXrvelopmental 

(Annual percentage variations wdhin brackets) 



Expenditures ! Revcnuc-i'( 'apital). 








Aggregate 1 )isbursemcnl 

197709 (9.3) 180968(12.0) 161.5.54(200) 

1.34649(12.8) 

119335(10.6) 

107929(18,3) 

9124208.9) 

A (}cvelopiiiental 

12.5477 (6.3) 118045(13 1) I(M349(I6.6) 

89388(11.0) 

80567 (8.9) 

7.39.5306 7) 

61370 0 9 2) 


163 51 

|65 2) 

[64.61 

[66.41 

[67 5] 

(68 61 

169,51 

a Oirccldevelopmentalcxpondiluiv II6I7K (6 4) 109190(14.3) 

95570(15 2) 

82969(12 4) 

73809 (8 0) 

677.3208.3) 

.57815 0 9 2' 

i) Bconoimc services 

53300 (4.3) 

51082 (4 7) 

48364(14.9) 

42099(12.5) 

V431 (6 7) 

3.5081 (22 7) 

28596(22.6) 

ii) Social .services 

62878 (8.2) 

58107(23 1) 

47206(12.1) 

40871(124) 

.36378(1 1.4) 

32651(11 7) 

29219 0 6 0) 

b Loans and advances for 

93(K) (5 0) 

8855 (0.9) 

8779(35.2) 

6495 (-3.9) 

67.58 (8 6) 

6221020) 

.5.5.55 0 9 7) 

dcvelupincnial purposes 
i) Fx'onomic services 

7(¥)6(- 0.3) 

7024( 1 3) 

7113(33 8) 

5318(-5 4) 

5623 (6 4) 

5274 (9.6) 

4X1408.7) 

ii) Social services 

2294(25 3) 

1831 (9 9) 

1666(41 5) 

1177 (3,7) 

1135(19.7) 

948(27.9) 

741(26.50) 

B Noii-dcvelopmeiital expenditure 

6.3045(12.9) 

5.5856(12 7) 

495.56 (.10 3) 

.38020(18.4) 

.32104(1.5.5) 

27793(23 0) 

226(X)(I7.4) 

C Others 

9187 (.30.0) 

7068 (-7 6) 

7650 (5.6) 

7241 (9.0) 

6664 (7.8) 

6183(17.3) 

5272(19.7) 

III Key Deficit Indirators of Slate 


(Percentages of GDP within hracket.s) 




Governments 

Gross fiscal deficit 

36498 (?,9) 

.3.3746 (3.1) 

31767 (3.5) 

27697 (3.5) 

20.596 ( 2.9) 

20891 (3 4) 

I89(K) (3.5) 

Net fiscal deficit 

28394 (2.3; 

26,308 (2.4) 

26398 (2.8) 

23507 (2.9) 

16263 (2.3) 

15769 (2 6) 

15746 (2.9) 

Net primary deficit 

7674 (0.6) 

10141 (0.9) 

9.306 (1 0) 

9458 (1 2) 

5188 (0.7) 

6497 0.1) 

10122 (1.9) 

Conventional deficit 

2956 (0.2) 

1905 (0.2) 

2033 (0 2) 

- 4468( 0.6) 

462 (O.D 

-I829( 0..3) 

156 (neg) 

Revenue deficit 

10025 (0 8) 

86.39 (0.8) 

10019 (l.l) 

645b (0.8) 

3813 (0..5) 

5114 (0 8) 

5651 (l.l) 

IV .States' Outstanding 


(Percentages of GDP within hracke(.s) 




Liabilities (End-March) 

Market Loans 

40031 (3.2) 

34982 (3.2) 

.30108 (3.2) 

260.56 (3.3) 

22424 (3.2) 

18923 (.3.1) 

1.5618 (2.9) 

Loans and advances from centre 

1.50692(12.0) 13.3252(12.1) 116684(12.2) 

101945(12 7) 

92412(13.1) 

83491 (13,.5) 

7411703.8) 

Total S 

243160(19.4) 212972(19.4) I84378(I9..3)) 

I6(X)75(20.0) 

142178(20.2) 

126338(20.5) 

110289(20.6) 


Figures in square hraekeis are percentage to aggregate disbursements. $ Include internal debt, loans and advances from the central government 
and Provident Funds, etc. 

.Snuii-f RBI. Rcporl on Currency mid Uniince and Annual Report (various issues). 
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COMPANIES 


EPW Research Foundation 


GUJARAT ALKALIES 

^Rise in Profitability 

ONE of the largest producers of caustic soda 
in the country, Gujarat Alkalies and 
Chemicals saw a sharp spurt in its net profit 
in 1995-96. Promoted by Gujarat Industrial 
Development Corporation (GIDC) in 1973, 
the company caters to industries such as 
paper, pulp, textiles, detergents, dyestuff and 
pharmaceuticals. The company's main 
products include caustic soda, caustic soda 
flakes, caustic soda prills, caustic potash, 
potassium carbonate, methyl chloride and 
methylene chloride which it manufactures at 
its plants in Vadodara and Bharuch in Gujarat. 

While net saic.s and value of production 
improved by 40.5 per cent over the previous 
year, the company'sbottomlinc jumped 159.1 
over the same period. With lower operating 
expenses, the company’s operating profit 
' incrca.sed by 81.7 per cent. Comparatively 
lower increases in depreciation and interest 
charges, which rose by 22.7 percent and 23.1 
per cen! rcspcctivelv. led to a sharp increase 
in the company's net income. 

Following the steep increase in profit¬ 
ability, the company’s earnings per share 
(EPS) improved from Rs 10.9 to Rs2l.6 
and encouraged by this, the company 
increased the dividend rate from 30 percent 
last year lo .35 per cent during the year under 
review. 

The company's equity capital increased 
from Rs 28.8 crorc to Rs 37.5 crore following 
the conversion of partly convertible 
dcbemure.s (PCD) which were issued by way 
of nghis earlier in the year. The conversion 
I also added Rs 78.9 crorc to the company’s 
' reserves. Consequently, book value improved 
considerably from Rs 84.1 per share to 
Rs 104.4 per share during this period. The 
Rs 174 crore PCD issue was made to part 
finance the setting up of phosphoric acid, 
hydrogen peroxide and caustic prilling plants. 

However, the company aiuld not sustain 
its growth in the first six months of 1996-97 
and net profit tor the penod fell to Rs 38.6 
crore from Rs 39.9 in the corresponding period 
last year. Net sales and operating profit were 
higher by 23.8 per cent and 12.4 per cent, 
respectively, during this period. Hie main 
culprits responsible for the lower bottomline 
were the sharp increases in depreciation 
provision, interest cost and tax provision. 
Moreover, the company’s margins were 
under pressure and its operating profit margin 
for the half year period fell from 39 per cent 
last year to 35.6 per cent. Net profit margin 
too fell from 26.6 per cent to 20.8 per cent. 
^ Meanwhile, the company is on the verge 
of completing its 350 tonnes per day (TPD) 


caustic soda plant and is also setting up a 
90 megawatt co-generation power project 
with an aggregate cost ofRs630crofe. Being 
set up in the Dahcj district, the350TPD plant 
is expected to be commissioned in 1996. In 
addition to caustic soda, the plant will produce 
chlorine, which when mixed with ethylene 
produces PVC. While these projects are in 
an advanced stage of completion, the benefits 
will only be visible in the full year working 
results of 1997-98. The self-sufficiency drive 
by means of the power plant is likely to 
improve thecompany’sprofitability margins 
as power is a major item in its total cost 
structure. The company had earlier planned 
to part finance these projects through a global 
depositary receipts (GDR) issue but due to 
bad market conditions it was fqtced lo 
postpone the$50mn issue. It is now exploring 
the idea of tapping the Euro convertible 
market. 

UNITECH 

Growing Operations 

THE Delhi-based construction and real estate 
company. Unitech, has notched up net sales 
of Rs 253.4 crore in the year ended March 
31, 1997. The company’s areas of activity 
encompass construction projects in such 
diverse fields as steel plants, power plants, 
cement plants and other industrial projects. 

After having bagged the single largest 
civil contract ever to be awarded to a private 
sector company in India in 1994-95 - the 
much coveted Rs 240-ciore road building 
contract in Haryana - Unitech seems to have 
further consolidated its position with a 19.3 
per cent rise in net profit in 1995-96. The 
company’s turnover increased by 55.1 per 
cent during the period. However, a somewhat 
sharper increase in operating expenses led 
to a lower increase in operating profit (up 
36.9 per cent). Similar steep increases is 
interest charges (up 16.2), depreciation (up 
128.4 per cent) and tax provision (up 63.8 
per cent) restricted the increase in the 
company’s bottomline. 

The company’s earnings per share 
improved from Rs lO.Sin 1994-95 loRs 12.6 
in 1995-96, while its book value increased 
from Rs 60.3 to Rs 68.8. Despite the 
respectable increase in its bottomline, the 
company maintained the dividend rate at last 
year’s level of 40 per cent. 

The company launched its mini-township, 
christened Sourh-City-II, on the Sohna- 
Gurgaon Road and reportedly received en¬ 
couraging response in the sale of plots in tnis 
complex. Another township is in progress 
at Lucknow where posses.sion of plots and 
houses is continuously being hand^ over to 


the owners. Constmetion and development 
of the company’.s condominium. Heritage 
City, on the main Mehrauli-Gurgaon Road 
is dso in progres.s and possession of flats 
in the first phase has already been handed 
over to the owners. Most of the independeni 
bungalows in another of the company’s sues. 
Solitaire Residency, in Greenwoods City 
have also been sold. 

During the year under re view, the company 
completed several projects including a 
hydrocracker project of the DP Petio 
Chemical Complex at Etawah; educational 
media facilities at IGNOU, New Delhi; a 
100 mtr RCC chimney for a captive power 
plant at Panipat; construction of 1,048 flats 
and infrastructure for CIDCO, Mumbai; 
modernisation of air control services at 
Bombay airport; constmetion of August 
Kranti Bhavan, New Delhi; a casting shop 
in SMS-2 of RSP, and modernisation of 
Rourkela. An indoor sports stadium at 
Madras was completed in record time and 
steady progress is reportedly being made in 
different project sites including a 220 mtr 
RCC chimney at Kottagudem, Andhra 
Pradesh; a 190 mtr RCC chimney at Kutch, 
Gujarat; a hydrocracker lab at Fandabad; 
MTNL’s corporate office and exchange 
building at New Delhi; and a spinning unit 
at Baroda. 

Among its overseas projects too, the 
company completed the Mufraq sewage 
treatment plant and the housing project at 
Al-Silla in Abu Dhabi; a 40-man housing at 
Samahe for Waha Oil Co; a 220 KV T/line 
foundation at Baniwaiid Shwayrif, a220KV 
T/lineTripoli South forGEC; and dismantling 
of 30 KV work for GEC. It also managed 
to secure several projects from Libya. 

In line with its strategy to focus on 
Bangalore for future business expansions 
Unitech has recently bought a 50 per cent 
stake in Bangalorc-hascd Chaithanya 
Properties (CPL) which is developing a 
I40^acre integrated iown.ship in the garden 
city. CPL is owned by entrepreneur D K 
.\udike.savulu. Both companies will invest 
about Rs 25 crorc each in the constmetion 
of the township which will come up near the 
propu.scd site for the new international airport 
at Bangalore. The township will include a 
hotel, a shopping centre, a school, a hospital, 
a club and commercial space apart from 
4,{K)0 apartments. 

KANORIA CHEMICALS 

Capacity Expansion 

THE Calcutta-based Kanoria Chemicals 
performed well during 1995-96, notching a 
56.5 per cent increase in net profit over the 
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It Week’s Compaiilcs 

(RsUM) 


Growth and Financial Indicators/ 

Gitjarat 

Alkalies 

Kanoria 

Chcmkali 

UnItech 

Year Ending 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

Income/appropriations 

1 Net sales 

.3.3745 

24033 

21089 

18387 

25335 

163.33 

Z Value of production 

34171 

24279 

20823 

19078 

25221 

16965 

3 Other Income 

1267 

294 

597 

476 

423 

.333 

4 Total infome 

35438 

24573 

21420 

195.54 

25644 

17298 

S Raw matenals/stores and 

6299 

.5079 

6907 

6698 

3520 

2963 

spares consumed 

6 Other manufacturing expenses 

10006 

7921 

6021 

.5814 

17488 

10781 

7 Remuneration to employees 

1703 

1246 

1451 

1287 

581 

465 

8 Other expenses 

4077 

2977 

2708 

2280 

754 

678 

9 Operatinft profit 

13353 

7350 

4333 

3475 

3301 

2411 

to Interest 

2377 

1932 

1269 

1281 

588 

.506 

II Cross profit 

11086 

5.503 

2865 

1991 

2628 

1927 

12 Depreciation 

2605 

2124 

662 

583 

201 

88 

13 Profit before tax 

8481 

3379 

2203 

1408 

2427 

1839 

14 Tax provision 

375 

2.50 

- 

- 

860 

525 

15 Profit after tax 

8106 

3129 

2203 

1408 

1.567 

1314 

16 Dividends 

12.57 

865 

418 

320 

500 

462 

17 Retained profit 

6849 

2264 

1785 

1088 

1067 

852 

LiabUitics/assets 

18 Paid-up capital 

3750 

2883 

1673 

1673 

1248 

1248 

19 Reserves and surplus 

35389 

21.370 

15.520 

14130 

7343 

6276 

20 Long-term loans 

.34188 

1858.3 

12271 

8486 

5954 

7504 

21 Short-term loans 

1780 

6077 

- 

- 

1055 

775 

22 Of which bank borrowings 

1780 

6077 

- 

- 

- 

- 

23 Gross fixed a.sscts 

78620 

52733 

31292 

229% 

.3073 

2251 

24 Accumulated depreciation 

1.3663 

11090 

7569 

6509 

937 

780 

25 Invenioncs 

2557 

1619 

2654 

2890 

1404 

1518 

26 Total assels/liabilities 

83315 

53884 

33491 

27476 

51148 

4(X>4I 

Miscellaneous Items 

27 Excise duly 

28 Gross value added 

6141 

14115 

4219 

8575 

3345 

.5072 

3062 

4242 

3751 

2831 

29 Total foreign exchange income 

1488 

1518 

2036 

1266 

4347 

6537 

.30 Total foreign exchange outgo 

9399 

5174 

462 

593 

II 

63 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 40..50 

44.60 

62.97 

66.92 

49.53 

40.79 

32 Sales to total net assets (%) 

44.9.3 

49.13 

71.58 

75.70 

162.40 

103.35 

33 Gross value added to 
gross fixed assets (%) 

17.95 

16.26 

16.21 

18.45 

122.06 

125.77 

34 Return on investment 

(gross profit to total assets) (%) 

I.3..3I 

10.21 

8.55 

7.25 

5.14 

4.81 

35 Gross profit to sales 
(gross margin) (%) 

32.85 

22.90 

13.59 

10.83 

10.37 

11.80 

36 Operating profit to sales (%) 

39.57 

.30.58 

20.55 

18.90 

13.03 

14.76 

.37 Profit before tax to sales {%) 

25.13 

14.06 

10.45 

7.66 

9.58 

11.26 

38 Tax provision to 
profit before tax (%) 

4.42 

7.40 

_ 


35.43 

28..55 

.39 Profit after tax to net worth 
(return on equity) (%) 

20.71 

12.90 

12.81 

8.91 

18.24 

17.46 

40 Dividend (%) 

35.00 

30.00 

25.0 

25.00 

40.(X) 

40.00 

41 Earning per shore (Rs) 

21.62 

10.85 

13.17 

8.42 

12.56 

10.53 

42 Book value per share (Rs) 

104.37 

84.12 

77.94 

67.18 

68.84 

60.29 

43 P/E ratio 

3.24 

12.72 

2.66 

7.72 

4.54 

10.45 

44 Debt-equity ratio 

(adjust^ for revaluation) (%) 

87.35 

76.62 

94.10 

75.50 

69.31 

99.73 

45 ShoH-lcrm bank borrowings 
to inventories (%) 

69.61 

375.36 

_ 



_ 

46 Sundry creditors to 
sundry debtors (%) 

106.72 

71.58 

91.71 

I(».I9 

72.85 

77.06 

47 Total remuneration to employees 
to gross value added (%) 

12.07 

14.53 

28.61 

30.34 

15.49 

16.43 

48 Total reinuneration to employees 
to value of production (%) 

4.98 

5.1.3 

6.97 

6.75 

2.30 

2.74 

49 Gross fixed osseu formation (%) 

49.09 

24.12 

- 

- 

36.52 

58.41 

SO Growth in inventories (%) 

57.94 

121.48 

-8.17 

.39.01 

-7.51 

71.33 


pfcvious year. I994-9S, on a 14.7 per cent 
higher net sales. Controlled by the S S Kanoria 
group, the company is currently 
implementing several schemes to strengthen 
and expand its production facilities at a total 
cost of Rs ISO crore. The schemes include 
a 25 MW coal-based power unit to support 
the caustic soda facility at Renuknot in Uttar 
Pradesh; a captive power unit which is to 
cost Rs 110 crore and is scheduled to be 
commissioned towards the end of 1996-97. 
While the power unit will enhance the 
competitive capacity of the company’s 
power-intensive caustic .soda plant, the 
surplus of 3 MW will be purchased by the 
UP State Electricity Board. In order to 
optimally utilise chlorine at its Renukoot 
chemicals works division and also earn 
valuable foreign exchange in the bargain, the 
company is setting up a 6,875 tonnes per 
annum (TPA) anhydrous aluminium chloride 
plant at Renukoot at a total outlay of Rs 7 
crore. 

Kanoria Chemicals is also expanding its 
lindane capacity from 660 tonnes to 875 
tonnes at an investment of Rs 5 crore. With 
this expansion, the company will figure 
among the largest producers of lindane in 
the domestic market. Lindane is a high value 
pe.sticide used in the treatment of soil and 
seed and in the preservation of wood. The 
company plans to export the bulk of its 
li ndane production to the US. western Europe 
and other foreign markets. Further, capacity 
at its other chemical works at Ankleshwar 
(Gujarat) is also being expanded from 3,()(X) 
tonnes to 5,(X)0 tonnes for pentaerythritol 
and from 1,650 tonnes to 3,250 tonnes for 
sodium formate at a total cost of Rs 8 crore. 
Reportedly it is al.so considering adding to 
the product range of these units. 

Meanwhile for the first half of 1996-97. 
the company posted disappointing results. 
Though sales improved by 7.4 per cent over 
the corresponding previous period's level, 
profits as well as profitability were down. 
The company blames this on the sluggish 
market for its main product, caustic s^a. 
Unit realisation of caustic soda, which 
accounts for almost one-third of overall 
turnover, dropped by 15 per cent during this 
period. Prices of pentaerythritol were lower 
following the cut in duty during 1995-96. 
The only silver lining in the company's 
performance was the exceptional 
improvement in exports as the lower prices 
enabled it to compete with imports and do 
well in the intemationid market. The upward 
revision of power prices by about 25 percent 
by the Gujarat government added to the 
company's woes. However, with November 
to March being the busy season for lindane 
sales, the second half of the year could be 
better and the company claims that 
contributions from lindane could grow up to 
30 per cent during the current year. 
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OF LIFE, LETTERS AND POLITICS 


A Kind of State-Centre Relationship 

GPD 


Some myths are typical Chinese myths. One of them is that after a 
good half a century of virtual independence Taiwan can be and is a 
part of China. But is it possible that we are about to witness Act Two 
of the Taiwan Drama? The KMT government of Taiwan seems to be 
gradually giving up its pretension to being the government in exile of 
the whole of China. 


WHAT happens when a governor of a 
provincial government which niles no one 
in particular has resigned? Well, last month 
in Taiwan this is precisely what happened. 
There is a ‘provincial’ government there 
which does not rule anyone. The government 
in Taipei is supposed to be the government 
of the Republic of China. Now there is a 
province called Taiwan which this govern¬ 
ment thinks is a part of the Republic of 
China. All provinces of the Republic of 
China have their govcmmeribi. (TTicy have 
not been elected because the 'communists' 
have illegally occupied them!) The only 
'province' where the provincial government 
could be and is elected is Taiwan, lames 
Soong is its elected governor, a kind of Bill 
Clinton of the Republic of China, a com¬ 
parison which is more than apt. Arkansas is 
a very small state in comparison with the 
other states of the US. Taiwan is a very small 
province in comparison with other provin¬ 
ces of China. Clinton was ambitious. So is 
James Soong. 

But the comparison ends there. A 
governor of Adcansas is still a governor of 
Arkansas. The governorofTai wan, however, 
is governor of nowhere.The province and the 
country are the same. In other words the area 
under control of the ‘central’ government 
and that of the ‘provincial’ government is 
absolutely the same. The provincial govern¬ 
ment has no job to do except what is allot¬ 
ted to it by the central government. The 
provincial government has a California- 
style town in central Taiwan for its capital. 
A neat little town with wide broad boule¬ 
vards lined with trees. It does control a 
bureaucracy of three hundred thousand 
peopleinordertoachievenothing Abizarre, 
almost post-modem situation It may not be 
a bad exercise to deconstruct this existing 
non-govemment. 

This anomaly was possible because the 
kuomintang which once ruled China and 
was driven to Taiwan had to maintain an 
illusion that it was the government of the 
whole of China and was only temporarily 
on the Taiwan island. This illusion required 


that there was a provincial government of 
Taiwan as well. Hence the anomaly. 
Whatever the reason, an expensive and an 
expansive set-up was maintained in centra) 
Taiwan and lately James Soong has presided 
over it as the province’s elected governor. 
This provincial government operates an 
annual budget of $ 13 billion. Whatever 
taxes it collects cannot account for this budget. 
So the central government, which is also a 
provincial government of sorts, pays for 3.5 
per cent of that budget. So you have there 
a provincial government which is financed 
by a provincial government which calls itself 
a central government! 

Normally all this could have been forgot¬ 
ten as a curiosity of international politics, 
Chinese style. But this is not to be. The KMT 
government is gradually giving up its 
pretension to being a government in exile 
of the whole of China. Although it has not 
yet taken the position that it is a government 
of a sovereign republic of Taiwan, it is 
preparing to do so or so it would appear. 
Peihaps as a part of this move, it has decided 
that elections to provincial level posts will 
remain suspended. James Soong will lose the 
job he has held since 1994. Obviously he 
does not wish to. A non-job is also a job and 
he wanu to stick to it. He has resigned his 
job because he does not wish to preside 
over thcdismanllingofhisown(non)govem- 
ment, throwing the KMT into a crisis of a 
kind. 

It is a crisis because James Soong is not 
only the governor of the province of Taiwan 
but also a major leader of the KMT itself. 
He has obviously seen the entire move as 
an effort to knock him out of the leadership 
role. Lee Teng-Hvi, the president of the 
Republic of China (read Taiwan) would 
clt^y want his vice-president and premier 
Lien Chan to succeed him. Soong wanu to 
as well. He wanted to hold on to the 
governorship of nowhere in order to gain the 
presidency of everywhere, almost like Jyoti 
Basu who had stuck it out in Calcutta with 
a view of getting to New Delhi, the only 
difference being that West Bengal isareality; 


the province of Taiwan is a myth. This has 
plunged the KMT tnh> an extraordinary and 
intere.sting crisis. NoKnly can say just yet 
what is in store for the KMT. 

That's not all there is to this peculiar centre- 
state problem. In this particular case these 
arc effectively two centres. Taipei is one. 
Beijing is the other. And the early non- 
official reactions are quite meaningful. A 
Taiwan specialist at the Centre for Peace and 
Development in Beijing read this move as 
“creating a legal foundation tor imlcpen- 
dence” (of Taiwan). Another re.searcher at 
the Chinese Acatfemy of Social .Sciences 
speculated that one of pre.sident Ixe's political 
purposes in eliminating the provincial 
government was “to transform citizcas of the 
provinces into the citizens of a nation". 

One can easily sec that some myths are 
typical Chinese myths. One of them is to 
believe that after a good half century of- 
virtual independence Taiwan can be and is 
a part of China. It is arguable that the Chinese 
on the mainland can prevent Taiwan from 
acquiring an independent status in terms of 
aUN seat or diplomatic recognition from the 
international community. Rut it is not 
arguable that they can actually incorporate 
Taiwan into the People’s Republic. The PRC 
leddership docs hope and believe that the 
political and administrative pattern adopted 
for Hong Kong would provide the model for 
Taiwan’s unification with the mainland. This 
possibility cannot be ruled out; except that 
the PRC logic docs not account for the KMT 
attitudes and, no le.ss important, the opposition 
DPP attitudes. The latter has already moved 
away from the ‘one China', position, if it 
ever entirely shared it. But Soong’s losing 
his job would suggest that the KMT is also 
moving away from it or is at le.'isl preparing 
to do so. 

It is, therefore. po.ssible that we are witness 
to Act Two of the Taiwan Drama. There is 
a lot of sympathy and support for Taiwan, 
especially in the US. Much would depend 
upon American attitudes in the end. This 
is not limited to attitudes alone. China 
cannot act militarily in the Straits of Taiwan 
as long as the Americans mean to defend 
Taiwan. 

So it is a centre-state problem in a third 
sense inasmuch as the US is the centre of 
the world; the other states being a mere 
periphery. Either Lee Kwan-yu’s ideas on 
the ‘Confucian world’ have to work them¬ 
selves out in a way in which the elder brother’s 
(PRC’s) wish has to override that of the 
younger brother (Taiwan) or the wishes of 
the eitter brother (US) have to override the 
wishes of both the younger brothers (PRC 
and Taiwan)! A neat dilemma of the 
Confucian world, one must say. 
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COMMENTARY 


INDIAN LANGUAGES NEWSPAPERS: 7 

Marathi: Big Newspapers Are 
Elephants 

Robin Jeffrey 

Mumbai and Pune represent two facets of Marathi journalism. Pune’s 
Sakai, in spite of its recent shift towards new marketing and 
management .strategies, still remains imbued with idealism of the 
nationalist period and its emphasis on wide-ranging local-level 
reporting. On the other hand, in Mumbai's highly segmented market, 
smaller newspapers claim popularity due to their unpredictable mix of 
business sen.se, technical mastery and cultural intimacy. 

(Spreading across India after the end of the 'emergency' in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per-thousand people ratio 
doubled - from 15 daily newspapers per 1,000 people to 32 per 
1,000. Regular reading of something called “news" both indicates 
and causes change. Expansion of competing newspapers clearly 
signals the vitality and growth of capitalism: newspapers have owners 
and owners must have advertisers. The changes of the past 20 years 
are obvious yet largely umtudied. The essays in this series on the 
press in the major Indian languages are part of a larger project to 
map, analyse and try to understand the transformation of the Indian- 
language new.spaper industry, j 


TO understand the Marathi press, one needs 
to appreciate two cities - Mumbai (Bombay) 
and Pune (Poona). Mumbai is the Manhattan 
of India - a buzzing, multi-lingual magnet 
on an island. As well as the industrial and 
commercial focus of India, it is the base for 
the advertising industry and for India's two 
biggest newspaper chains. The Times of India 
and the The Indian Express. Pune, on the 
other hand, is Maharashtra's Boston (indeed, 
both have brahmins) where history, culture 
and more cultivated waysof lifearesuppo.scd 
to prevail. 

Mumbai's magnetism has meant that it is 
not a solely, or perhaps even predominantly, 
Marathi city. Migrants come from all over 
India to seek their fortunes in what ought 
to be called, if New York is the Big Apple, 
the Big Mango. Virtually, all of India’s 
languages are spoken in Mumbai, and daily 
newspapers in Gujarati, Hindi, Urdu, Sindhi, 
Tamil and Malayalam are published here.' 
Marathi journalism, on the other hand, first 
flowered in Pune under the renowned patriot 
Bal Gangadhar Tilak (1857-1920) in the 
1880s, and Marathi's dowager daily, Sakai, 


began in Pune in 1932, another product of 
nationalist ideidism. 

Mumbai's dominance distorts any attempt 
to take simple snapshots of ‘Maharashtra’ 
as a whole. Though Maharashtra in the 1990s 
was India’s most urbanised major state with 
39 per cent of the population living in cities, 
one-third of those urbanites lived in Mumbai. 
After Kerala and Goa, Maharashtra was 
India’s most literate state, but 17 per cent 
of literates lived in Mumbai, though it 
accounted for only 12.5 per cent of the 
population. Maharashtra appeared as India's 
most industrialised state, but most of that 
industry was concentrated in Mumbai and 
its immediate neighbourhood. In rural 
Maharashtra, particularly the dry districts of 
the cast, literacy and urbanisation were below 
all-India averages.^ 

As a consequence of these contrasts, 
Marathi journalism acquired two distinct 
styles. One is embodied in Sakai, the other 
in the intensely competitive commuter 
newspapers of Mumbai like Navakal, 
Mahanagarand the Shiv Sena’sSdmno. The 
two styles also capture two of the motives 


for publishing a newspaper; idealism and 
profit. 

In some ways, Sakai was a classic 
newspaper of the nationalist period. But its 
ideali.stic founder, N B Parulekar had been 
influenced by American papers during his 
years at Columbia University, and though 
he started Sakai (morning) to advance 
Gandhi's movement for independence, he 
also introduced genuine daily journalism to 
Marathi. Previously, as a veteran Sakai 
journalist recalled, Marathi journalism had 
amounted to opinions published two or three 
times a week; the staff went home at 7 pm 
Parulekar's Sakai hired reporters, paid 
stringers in small towns and covered cmcial 
local topics like fluctuations in the pnee ul 
mangoes.-^ In its first years, Sakai appears 
to have been ridiculed and deplored in much 
the same way that old elites scoff at the 
expandingpopuiarpressofthe 1990s. “People 
used to joke about its lSakar.i:] di.strict and 
talukacorrespondents’ reports about village 
fairs, pilgrimages and crops.”^ But Sakai 
built a place in the hearts of the people ol 
Pune and its neighbourhood - and a 
circulation. By the early 1960s, Sakai sold 
69,000 copies a day. The Mumbai-based 
Marathi dailies of the two chains (TYie Indian 
Express and The Times of India) sold 1,22,0(XJ 
and 75,000, though Mumbai had a population 
five times greater than Pune.* 

Sakai in the 1960s represented “a real 
success’’, according to a widely travelled 
editor, and “a standing testimony to the 
viability of the provincial press”.*’ Though 
begun as a part of the nationalist cau.se, il 
established itself as a successful business b> 
making day-to-day concerns, not just of Pune 
but its rural neighbourhood, a preoccupation. 
By the 1980s. this became a recognisec 
essential for any Indian language newspapei 
seeking circulation. But Panilekar brought 
such techniques to Sakai from the 1930s and 
showed that they complemented, rather thar 
detracted from, the goals of the nationalist 
movement. By the 1960s, Sakai kept full¬ 
time correspondents, each with a telephone 
in every town in its neighbourhood. It rar 
training camps for its journalists, promotion! 
and cultural events for its readers and letten 
to the editor on its front page.' 

Parulekar converted Sakai into a private 
limited company in 1948, with himself, hi! 
French wife, their daughter and one or twe 
other shareholders.^ When he died in 1973 
he left the paper with practices and tradition! 
that wore well. It survived the First shock! 
of the India’s revolution in newspapei 
technology -and carried on for more than If 
years. But he also left a complicated 
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ownership structure: a minority of shares 
went to his wife and daughter but most went 
to individual trustees and to a trust. Widow 
and daughter do not appear to have got on 
well with the trustees and the trust, which 
put their shares on the market at the end of 
1984. The Pawar family, whose best known 
member was Mahara-shtran politician. Sharad 
Pawar (chief minister. 1978-80. 1988-90. 
1993-95), bought them over the opposition 
of Parulekar's wife and daughter who went 
to the courts. At the same time, the rapid 
changes overtaking the newspaper industry, 
and the death of the long-serving editor. 
S G Mungekar in 1985. reinforced the sense 
that Sakai was at a turning point.^ 

The sate and renovation of Sakai illustrate 
the increasingly tight interlock between 
capitalism and newspapers. In the early 
1980s. Sakai’s circulation fell when news¬ 
papers elsewhere in India, including its 
Mumbai rivals the Maharashtra Times and 
Loksatta, were recording rapid increases.'” 
llie Pawar family turned the paper into a 
public limited company in 1989. and P G 
Pawar. a brother of the politician, became 
managing director. Emphasising marketing, 
he sent representatives around India to 
promote the paper and overseas to study 
marketing techniques." Prior to the acqui¬ 
sition by the Pawar family. Sakai had 
been competently run, but old-fashioned 
and perhaps over-staffed. The new owners 
took it in the same direction as renovating 
newspapers around India; towards market¬ 
ing surveys, new management practices, 
aggressive selling of advertising and im¬ 
provement in labour-saving technology, ‘i 
sell my news and views to the reader”, 
P G Pawar said, “and 1 sell iny readers to the 
advertisers”.' ^ Saka! ‘s annual turnover grew 
by five times in eight years - from Rs 60 
million to Rs 300 million. 

The emphasis on selling and marketing 
was in keeping with the trend at successful 
newspapers throughout India. But the process 
could not be straightforward and simple. 
Some employees had joined Sakai when 
Parulekar was alive, and one felt in the offices 
and newsrooms of Pune in 1993 a sense of 
transition - of new brooms brushing up 
against old dogs. There was a sense, too, of 
attempti ng to learn, or defi ne, a new business. 
For example, one of Sakai’s corporate 
advisers, who.se job was to promote adver¬ 
tising. was “a housewife until three years 
ago” and a former classmate of the managing 
director. In the hunt for advertising, “we 
experimented”, she said. Prom 1990, Sakai 
began to look for advertisements outside of 
Maharashtra, and she and her colleagues 
travelled India to promote Sakai and “learnt 
as we went along”.'-’ India’s economic 
‘liberalisation’ that began in 1991 greatly 


aided the hunt. Between 1990 and 1993, 
Sakai raised its advertising rates three times, 
but the ads kept flowing in as Sakai told 
advertisers about the purchasing power of 
rural Maharashtra, and television manu¬ 
facturers and financial houses looked for 
ways to sell products and raise capital. 
Sakai co-operated with financial institution 
to turn its small-town offices, promotions 
and good name, which in Parulekar’s time 
were deployed for drama festivals and 
grow-more-food campaigns, intoinvestment 
seminars and introductions to the stock 
market. Every meeting in a district or even 
a taluk town was said to draw 200 or 3(X) 
people. 

The emphasis on advertising surpri sed and 
annoyed some of Sakai’s readers and 
employees. “The concept [of selling ads] 
didn't exist” previously at Sakai, if a reader 
wished to place an ad, a reader was welcome 
to do so; but to go touting for ads was thought 
to be demeaning; and a newspaper employee 
whose job was simply to sell advertising 
would have been seen as a wastrel who 
simply roamed around performing no useful 
service.'^ Such views had no place in an 
expanding daily newspaper in the 1980s. 

Sakai dtd, however, harbour characteristics 
of earlier times when commercial concerns 
were important yet less insistent, and the 
new management could turn older ways to 
new ends, sometimes with fruitful effect. 
Sakai’s circulation manager in 1993 had 
been with the newspaper for 32 years, and 
circulation manager since 1985. Circulation 
records were kept in ledgers, the department 
was still to be computerised, and his methods 
stres.sed the need for intimate knowledge of 
the newspaper’s agents.'^ His white, long- 
sleeved, heavily ironed shirt, carefully clipped 
moustache and standard-issue hom-rimmed 


spectacles captured the placid civility found 
in the best Indian offices of the pro-1991 era. 
And Sakai had been a successful newspaper 
during that time. By 1993, the knowledge 
of agents, distribution and market towns had 
to be exploited urgently. "The com|ictitiun 
is growing so severely”, said Sakai ’s young 
deputy general manager, formerly a college 
lecturer in Engli.sh, a purchasing officer and 
assistant secretary of the Pune Chamber of 
Commerce and Industries. 

|This] must of course he welcomed. It 
appears that only the papers that arc at 
No I and No 2 will really survive...Only by 
way of increasing circulation can I push my 
paper to No I position, and...for the last two 
years we have been all the more aggre.vsive 
on the circulation-promotion-suhscription 
point of view. 

But that aggression, he said, had to be 
married to the sobriety that long-ti me readers 
associated with Sakai. Sakai would not 
print its name on balloons, kites and T-shirts. 
Sakai aimed to educate, inform and improve 
as well as sell.'^ 

The Marathi newspaper industry in .some 
ways provides a microcosm of Maharashtra, 
both geographically and stKially. Geo¬ 
graphically, four major newspapers divide 
the state among them. Sakai dominates Pune 
and through its edition in Kolhapur, the south 
(circulation all editions 1995; 2,57,000). 
Loksatta (circulation all editions 1995: 
3,24,000) of the Indian Express reigns in 
Mumbai, a clear leader over its rival from 
The Times of India, the Maharashtra Times 
(1,58,000). Based in Nagpur, Lokmat 
(circulation ail editions 1995; 2,64,000) led 
in the east of the state. Founded as a weekly 
in 1952 by Jawaharlai Darda (b 1923), a 
Congress politician and minister, Lokmat 
became a daily in 1971. Darda’s .son, Vijay 


Tabu-; Pomjlation Chance in Maharashtra and Newspaper Chaniu- in Mahaihi 1961-91 



1961 

1971 

1981 

1991 

Population (millions) 

.W.6 

.50.4 
(Marolhi 
sneakers. 42.0) 

62 8 
(Marathi 
speakers' 52.0) 

78.9 

No of literate (millions) 

11.8 

19.7 

29.7 

42.9 

Literacy (per cent of total population) 

30 

39 

47 

54 

Urbanisation (per cent) 

28 

31 

35 

39 

Marathi daily circulations (‘000) 

4.56 

910 

1.4 

2.0 

Marathi dailies per ‘000 Maharashtrians 

12 

18 

(To Marathi s 
peakers: 22) 

22 

(To Marathi 
speakers. 27) 

25 

(To Marathi 
speakers: 31 


Note'. The literacy figures are based on loul population numbers used in the PAYB (or the relevant 
years. Marathi daily circulations are those of the Registrar for Newspapers of India (RNI), 
which flucluaie considerably. Mumbai (Bombay) is estimated to have 4 million Gujarati 
speakers, os well as a substantial population of Hindu and Urdu speakers. The unit ‘Maharashtra’ 
is therefore on especially crude measure for Marathi- language newspapers We have language 
figures only fiom the 1971 Census, and the above table shows the greater dailies-to-people ratio 
when Marathi newspapers are measured against Marathi language. Marathi speakers for 1981 
and 1991 have been estimated by increasing their number by the decadal peicentage of 
population increase for Maharashtra (i e, by roughly 25 per cent in each decade). 
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Jawaharlal Darda (b 1950) became the 
managing director in the 1990s.It is 
perhaps not fanciful to suggest that the 
readiness ot the Pawar family to acquire 
Sakai in 1985 may have had something to 
do with the advantages that ownership of 
Lokmai appeared to have given the Darda 
family. 

Competition in the i990s was intense, and 
the newspapers jumped, like moves in a 
game of checkers, into towns of rural 
Maharashtra. Lnksatta put editions into Pune 
(1988) and Nagpur (1992) to challenge the 
two rivals in their strongholds. Sakai started 
an edition in Nasik (1989) toconfront Lolvnuf, 
which itself began publishing from 
Ahmadnagar (1988) to encroach on Sakai 
territory. 

Soi:ial ly, however, Maharashtra's contrasts 
glared nio.st strikingly in Mumbai. The 
sprawling city’s commuter railways, 
bubbling economy and swelling population 
created a newspaper market unrivalled in 
India. Morning dailies in Hngli.sh, Hindi, 
Gujarati and Marathi rubbed shoulders with 
an array of evening newspapers aimed at 
commuters. Among both categories were 
tough, scrappy papers that conjured up i mages 
of semffy, broken-nosed street-fighters. .Such 
newspapers aimed for difierent audiences, 
and the old elites deplored them; but they 
won readers and were capable of provoking 
riots and demomstrations - at least against 
themselves, if not among citizcnsof Mumbai. 
Navakai, Aapia Mahanagar and Samna, 
much of what even the new managers at 
Sakai deplored. 

Navakat's circulation in the 1990s often 
exceeded 3,50,000, which in Canada or 
Australia would have made it one of the 
biggest papers in the land. In India, it ranked 
in the top ten. But Navakai was produced 
by one family in premises no bigger than an 
average Canadian or Australian family home, 
and Navakai was the olde.st continuously 
publishing daily new.spaper in Marathi. Its 
editorial offices stood on the second door 
of a yellow-washed three-storey building 
with three roller-doors at ground level. The 
presses and storage area for newsprint took 
the ground floor, rather like a garage under 
a house. Navakai was run by a peculiar 
genius, both ridiculed and admired in the 
journalism of western India. His family 
had been in the business since the first 
world war. 

Navakai was founded in 1923 by K P 
Khadilkar, a Chitpavan brahmin, “one of the 
trusted lieutenants of Tilak”. twice editor of 
Tilak's Kesri and a noted playwright, “the 
Shakespeare of Maharashtra". The paper 
was said to have “reached the zenith of its 
popularity” when the British convicted 
Khadilkar of sedition in 1929 and the father 
Of the current (1996) owner became editor.' * 


Circulation fell sharply after independence, 
and when Nilakantha Khadilkar (b 1934) 
joined his father in the publication in 1956, 
it was, he said, down to 800 a day.'^ It 
staggered to 5,000-6,000 where it remained 
through the 1960s, limited by ancient flatbed 
presses that could not produce mote than 
10,000 copies a day. 

Nilakantha Khadilkar’s journalistic 
tecipe captured essential elements of news¬ 
paper success, a complex blend of attention 
to detail, business sense, idealism and art. 
First, a newspaper had to pay its bills, and 
in Navakai's position, with little capital, it 
could only do this by making money on its 
sales, something very few newspapers do. 
Navakai was always a four-page broadsheet. 
In 1993, it .sold for 75 paisc, less than a third 
of the price of many dailies and half the price 
of most; but they ran to 10 nr 12 pages and 
their per-page cost was therefore less than 
Wavaifl/’s.“SoA(flvaAo/bccomesthect)sllicst 
newspaper to purchase", Khadilkar con¬ 
cluded. But people do not carry a pocket 
calculator when they buy their newspaper. 
Navakai ’s notably cheap price gave it a huge 
advantage among poor people who wanted 
to read. With any other Mumbai daily at Rs 
1.50 or more, you had a newspaper to read; 
but with Navakai at 75 paise, you had a 
newspaper and half the price of a cup of tea 
still left in your hand. 

But how could a brahmin of the old elite, 
grandson of ‘the Shakespeare of Maha¬ 
rashtra'. attract readers for whom such trif¬ 
ling calculations were important? In part, it 
was because Navakai showed textbook 
attention to newspaper economics, pro¬ 
duction and cheap distribution. 

Big newspapers are elephants; they can’t 
move quickly. I move quickly. For instance,... 
for newspapers there are S[tatc] Tjransport] 
buses right from 10 o’clock at night so I 
catch the first ST bus which travels long 
distance... all of them reach (distant towns 
in Maharashtra] bclore 6 o’clock [in the 
morning]. 

On Mumbai island, Navakai's five 
motorised three-wheelers beat the big dailies 
because the latter used the same truck to 
transport two or three different newspapers. 
If one was late in production, the truck waited 
and everything was delayed. People must 
have their newspaper when they want it - 
early, in the case of a morning daily. Navakai 
got the paner out quickly because it printed 
only one edition which it sent throughout 
Mumbai and Maharashtra. 

Readers then were not buying Navakai for 
the latest news. The “local news coverage 
of Navakai cannot compare with a paper 
with 12 pages", Khadilkar admitted. “We 
select [and highlight] one news [item]... and 
that is the news about which people discuss”. 
In short, Navakai's choice was intended to 


provide the day’s teashop conversation for 
hundreds of thousands. The editor’s 
inspiration was something no capitalist, 
according to Khadilkar. could buy. 

A good headline will at least make a dif¬ 
ference of five or 10,000 [copies]. Everyday 
I have judgment that this headline will bring 
me so much. If you write it in this manner, 
my circulation will increa.se so much. Out 
of 10 judgments. 9 will come true. 

The paper had also to be readable. Navakai 
was set in notably large type - 14 points,^® 
or about a quarter larger than the normal 
body type of other dailies in Marathi or 
Hindi, f^nt clarity was crucial. 

...with offset, even with the first offset 
machine, pnnting will be as gtxxl as that of 
The Times of India because...attention to 
printing.. .[is] more important than the price 
you pay for the machine. In offset attention 
is more important, in the old days, [with the] 
best machinery you get best result. Not so 
now. 

See this “g” [he said, examining a muddy 
character in The Times of lndia\. is that the i 
way for the biggest c.-ipitali.sl newspaper to 
print a “g”? I am taking care of this letter 
also. Because now.. .1 can heat them in quality 
of writing...[and] also [in printing]. 

I know what it means to be without money, 
knowing all the tunc that I am better than 
you, but you have [more equipment]. 

Navakai had to reach readers early; it 
h.'id to be easy and inviting to read. But why 
did readers want a four-page paper with a 
great many lottery results and cinema 
advertisements and not a lot of news? Much 
of the answer appeared to lie in the unique 
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resonance that Khaditkar’s long front-page 
editorial essays achieved with a wide range 
of readers. 

The deft style was said*' to appeal both 
to the values of a once-gentcel but now 
^ypassed high-casteeiite and tothecynicism 
^of the Marathi working class. Poor readers 
welcomed the allusions toclassical literature 
and religious themes as a window on, and 
an invitation to be part of, a world of ‘high 
culture’. Migher-caste readers accepted such 
devices as natural. Navakal played on the 
theme that the rich and powerful sy.stema- 
tically exploited the poor and deserving and 
that Nav^al was one of the few voices able 
and unafraid to speak. 


I am honest - that is the only extraordinary 
thing about me | Khadilkar .saidj. And people 
believe that 1 am honest - that is mure 
important. People believe that everybody 
else is dishonest. The editors (of the big 
papers! arc paid editors. They arc wiiting to 
the tune ... of their owners, which is part of 
my pnipaganda - that they are hired... hired 
. by whom? By the big capitalists to serve their 

interests They cannot write the truth; only 
I can write the truth. 

One |)ur cent of the population ... rules this 
country by deceiving; they are exploiting 99 
per cent, |UM by deceiving... From where 
i dol they bring (get J money"’ From the people 
on the stiecls ... 

(The| piKir aic exploited...! put all the.se 
things with all my heart, because .here is a 
newspaper which renccts our values, reflects 
our anguish and which attacks the government 
and the big shuts and people now love it 
(the paper]. 


Outsiders might describe Navakal as a 
“down-market paper meaiu for the coolies",** 
but a ciiculation of 3.50,(K)0 (ABC, July- 
December 1994) fora four-page newspaper 
. demonstrated (hat newspapers were mure 
^ than simply printing presses and management 
systems. 

Navakal represented inspired demago¬ 
guery. It was often stridently anti-Muslim 
and frequently in tune with the Shiv Sena, 
Mumbai’s Hindu-rhauvinist political 
movement. But what the paper demonstrated 
so well was the unpredictable mix of business 
sense, technical mastery and cultural intimacy 
central to successful newspapers as they 
struggle to become part of people’s routines 
of life in newly reading societies . 

Two other Marathi newspapers ofMumbai 
strengthen this impression that sensitivity to, 
and reflectioh of, popular interest and pre¬ 
judice are cniciai in spreading the newspaper 
habit. Samna is the daily of the Shiv Sena, 
the aggressive political organisation built 
around Bal Thackeray and a programme of 
Hindu and Marathi supremacy. Thackeray, 

. who is listed as Samna's editor, himself 
|^ worked for many years as a cartoonist in 
English-language newspapers.*-' The paper 


was founded in 1989 as the Shiv Sena moved 
away from its original Mumbai-for-Marathis 
focus, which regarded south Indian immi¬ 
grants as important foes, to an anti-Muslim, 
India-for-Hindus emphasis which had wider 
electoral potential. In the mid-199(^ Samna 
had an audited circulation of 96,(XX).** In 
1990, during the first round of the campaign 
to destroy the mosque at Ayodhya in Uttar 
Pradesh, Samna was at the forefront of the 
familiar newspaper war. On November 3, 
1990, Navakal had brought out an early 
edition with a front-page headline that 20 of 
the wouid-bc stormers of the mosque liad 
been killed. It re-plated - Khadilkar usually 
brought out only one edition - for a new 
edition that raised the number of headline- 
dead to 100..Somn£ialsadecidcdnn lOOdead 
“in an eight column headline in reverse types 

- above which the paper cordially invited 
the prime minister and chief minister of Uttar 
Pradesh to black their faces in shame’’.*' 
Neither paper of course had a correspondent 
in Aytxihya. 

In the second and successful attack on the 
mosque in Ayodhya in December 1992, 
Samna and Thackeray declared ‘‘this is 
Dharma Yudh Ireligious war] and not 
contined to Mumbai alone, and in the whole 
country you [i e, Muslims] will have to pay 
the price for it’’.** Samna in December 1992 
and January 1993 played a textbook role in 
disseminating fears and stereotypes. In 
creating awareness of larger sticiai groups 

- in transcending neighbourhood and word- 
of-mouth communities - newspapers are 
fundamental. Samna in the 1990s did not 
create Hindus and Muslims oreven suspicions 
between them. But it embedded in Mumbai 
exaggerated tales of indignities done far away. 
It gave such talcs the dignity and durability 
of print. And its calls for “redress” - “It is 
time for Hindus to act... The next few days 
will be ours”** - profited from the stamina, 
“authority” and transportability that is the 
essence and strength of print. 

Samna had a privileged position which 
grew out of the way in which newspapers 
and Journalists c'ontrol themselves and are 
controlled by others. As the voice of the Shiv 
Sena, Samna was protected by the most 
aggressive bully-boy operation in Mumbai. 
According tocritics, no newspaper in Mumbai 
enjoyed the same degree of free speech us 
Sanuia. Even the biggest organisations like 
The Timeso/Indialook pains to avoid falling 
out with the Shiv Sena. A turgid piece on 
Indian heroes written by a graduate student 
and published in the lUusirated Weekly of 
India, the venerable magazine of The Times 
of India group, brought threats against the 
group and abject apologies from the 
magazine’s editor. The article had made the 
mistake of trying to discuss the documented 
history of Shivaji, the Marathi hero of the 


17th century from whom the Shiv Sena takes 
its name.** 

More telling, however, for the nexus 
between political gangs, newspapers and 
urbanisation were the attacks on another 
Mumbai evening daily Aapla Mahanagar. 
Foundedin I990byayoungjoumalisl,Nikhil 
Wagle, Mahanagar was wrecked and its 
staff attacked by niffians from the Shiv 
Sena in October 1991 for "criticising 
Thackeray".*’* Mahanagar was on the street 
the next day with an editorial saying that it 
accepted “the challenge" throw n tiown by 
the Shiv Sena. "And . these people, the 
Shiv Sena,... arc so fascist”. W agic recalled, 
that 

...after my editorial...it was a comic thing; 
their entire office was protected They got 
police protection, because they thought that 
(when] I wrote ... “we will accept the ... 
challenge", that I will attack you |i e, that 
we were going to attack (hem] It was so 
f(X)tish! 

Politically, Wagle and his colleagues 
were independent journalists, committed 
more to putting out a paper people would 
read than lo any particular line. Indeed, he 
confessed a grudging admiration for 
Khadilkar and Navakal for their ability lo 
read the mind of the people and to be many 
things lo many different groups. In terms of 
newspaper ecoiioniics. the confiici with the 
Shiv Sena was beneficial: within three years, 
Mahanagar was selling more than 1,2(),(XX) 
copies a day, and its Hindi counterpart, 
60,000. Mahanagar continued to light: 
Wagle was jailed for tour days by the 
Maharashtra legislature in 1994 for ridicu¬ 
ling its procedures.'" And the evening 
newspaper market in Mumhai grew to well 
over 3,00,(XX) copies in the mid-1990s, by 
far the largest evening tnnikel in India. 

The success of evening newspapers in 
Mumbai contrasts with the reiaitve lack of 
importance of weekly magazines in Marathi. 
It IS as if the life of the city Imiks for news 
- accounts and explanations of what is going 
on in the .streets - while in less frenetic, more 
rural parts ol India (Tamil Nadu. Kerala or 
even Gujarat, for example), people have the 
leisure to absorb the fiction of weekly 
magazines. Only one weekly in Marathi, 
published by the The Indian Express group, 
e.- cecded 1 ,(K).000 copies (1,0.3,(X)0) in the 
mid-1990s: Sakai’s weekly managed only 
37.000." 

What docs this examination of the 
Marathi press tell us about the dynamics 
and ramifications of the newspaper busi¬ 
ness in India? It leads irresistibly tow8rd.s 
considerations of influence and control. 
Perhaps nowhere in India is the press 
judged to be more capable of influencing - 
inciting - people in the street than in 
Mumbai. Perhaps nowhere too are the 
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efforts to control the press - to intimidate, 
to muzzle - more pronounced. Such efforts 
extend from the attacks on Aapla Mahanagar 
and the imprisonment of Wagle by the 
legislature to the threats to The Times of 
India group after publication of the article 
on Shivaji. 

Outcomes of these struggles do not 
necessarily confirm one proposition about 
newspapers under threat: that “if officials do 
not resort to extreme coercion and civil 
associations have some room for manoeuvre, 
it is the large one (i e, big newspaper organi¬ 
sations] that can put up the best fight".^^ 
Wagle and Khadilkar make more waves in 
Mumbai than The Times of India’s 
publications. "The Times of India has lots 
of things to lose”, said Wagle. “They have 
big building(s], they have big office[si”.’-’ 
A few big newspaper chains are easier to 
control and mould than a dozen Wagles and 
Khadilkars. Size - central locations, large 
inve.stments in presses and offices - can 
make big newspaper organisations vulner¬ 
able. In the short-term at lca.st. it is easier 
for a hostile state to turn off the power to 
two or three big newspaper plants (as 
Indira Gandhi's officials did in New Delhi 
on the night her “emergency” began on June 
25-26. 1975) or throw a police cordon 
round their offices than to close a score of 
Khadilkars and Wagles scattered round a 
large state. 

This raises a second area in which the 
Marathi press provides illustration. Individual 
genius and imagination are fundamental in 
the newspaper business. To flourish, a 
newspaper must be integral to the culture in 
which it lives, 'fhe operations of Khadilkar 
and Wagle - and, indeed, Samna of the Shiv 
Sena as wel I - are subtle, constantly changing 
responses to the Marathi-readers of Mumbai. 
Market research aims to achieve the same 
goals and no doubt sometimes can; but the 
intuition of the inspired editor are inimitable 
- and far cheaper. 

Marathi offers greater scope for small 
newspapers and peculiar geniuses because 
Mumbai dominates Maharashtra y^ Mumbai 
is not an overwhelmingly Marathi city. 
Because various languages - Marathi, 
Gujarati, Hindi, Tamil and Malayalam - are 
all heard and read on the streets of Mumbai, 
concentration of newspaper ownership has 
gone less far. The market for the Marathi 
prc.ss is more segmented - between the 
regions of a great state, between Mumbai 
and Pune, between them and the rest of 
Maharashtra and in Mumbai itself, between 
Marathi and other languages. In these 
segments, various newspapers and pro¬ 
prietors can survive and even thrive. On the 
other hand, in regions where a single language 
prevails almost alone - Kerala or Andhra 
Pradesh, for example - consolidation of the 


industry may come quickly once the 

compulsions of capitalism arrive in earnest. 

In such regions, one or two organisations 

may soon eclipse all others. 
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Ethnic Unrest in the North-East 

Hiren Gohain 


^The current ethnic ferment in the north-east can only be understood 
against a background of historical changes like the withdrawal of old 
style of colonialism from the region, the rise of popular democratic 
forces that are yet to find impropriate political forms and the neo¬ 
colonial intrigues of contemporary imperialism. 


THE discussion of ethnicity and ethnic 
issues has nowadays acquired an essentialist 
bias. It IS as though ethnicity is a substance 
that vested interests have suppressed all 
knowledge of it for centuries until, today, 
thanks to propitious circumstances, it has 
been allowed to come out of the shadows 
into the full glare of daylight. This attempt 
to uproot the worldwide ethnic upsurge from 
Its soil in given and definite historical 
circumstances is itself a dubious move. We 
f proposeinlhefollowingdiscussiontoobserve 
the current ethnic ferment in the north-east 
against a background of epochal histoncal 
changes like withdrawal of old-style 
colonialism from the scene, rise of popular 
democratic forces that arc yet to find 
appropriate political forms, and neo-colonial 
intrigues of contemporary imperialism. Any 
attempt to obscure the historical character 
of this phenomenon under such labels as ‘the 
fourth world', etc, is bound to help ideolo¬ 
gical reaction. 

All earlier movements of civilisation 
from barbarism in history had involved a 
merger and assimilation of diffetent races 
and cultures into new types of cultural 
formations. Traditional customs, beliefs and 
institutions had given way to new elements 
of cultural life. The rise and spread of 
Buddhism, the development of political 
society, the rise of Islam, even the growth 
of modem industry, all of them presupposed 
a sacrifice of narrower ethnic identities and 
loyalties. To be sure, the loss had not been 
one-sided, as it inevitably led to the con¬ 
stitution of a new and broader identity. An 
unprejudiced observer would also say that 
the process known as ‘Sanskritisation*. 
though marred by integration into a caste- 
hierarchy based on a notion o^ graded ritual 
purity, had been a similar process. However, 
the consequent release of productive forces 
did not imply a greater advance towards 
human freedom. In fact it also led to the 
honor of untouchability. This perhaps is the 
reason why so-called 'rude tribes’ felt little 
enthusiasm for the glories of orthodox 
Hinduism. Of all the regions in the Indian 
1 subcontinent, the north-east had been the one 
perhaps least affected by Sanskritisation, 


even though in Assam, ManipurandTripura, 
it did have a broad impact under the patro¬ 
nage of Hinduised tribal monarchies. 

The period of colonial rule witnessed a 
native resurgence leading to the struggle to 
forge new national identities on the ruins of 
old ethnic and caste identities. The western- 
educated elite made a conscious effort to 
construct and propagate through language, 
literature, education, culture and social work 
new socio-political group-identities like 
Assamese, Bengali, Oriya, Maharashtriyan, 
and .so on. There was also an attempt to 
transcend such regional identities in forming 
an overall Indian identity. Traditional local 
cultural mores and religious loyalties were 
subordinated to what has been misleadingly 
termed ‘imaginary community’. An attempt 
was made to build bridges over deep-seated 
divisions through the construction of a 
standard language, and a national culture 
composed out of selected local items from 
different areas. A public space was carved 
out in such spheres as education, literature, 
culture, social reform, economic develop¬ 
ment, and political progress inorder to ensure 
and promote the co-operation and joint effort 
of groups that did not entirely renounce their 
older group-identities. Western science and 
rationality helped in imposing a uniform and 
universal model on incommensurable and 
heterogeneous social components. 

But both the stagnation and inertia of old 
forms and the constraints of colonial 
conditions hindered and interrupted theclear 
demarcation and consolidation of such public 
space. Thecolonial bourgeoisie in India failed 
to carry through the entire project of the 
western bourgeoisie which was so tanta- 
lisingly presented to them as an achievable 
goal in their curricula in western-type colleges 
and universities. By and large it was the 
systematic and consistent suppression of 
native capitalist aspirations in the economy 
and politics, except in meagre doses, by 
imperialism and the colonial slate, that 
enfeebled the constructive nation-building 
efforts of the colonial bourgeoisie. Native 
capital lacked the drive to transfrom society 
into forms more favourable to modern 
commerce and industry. 


There was nothing in our tradition that 
raised insurmountable obstacles to such a 
development. True, caste was a major hurdle. 
But the ‘bhakti’ movement had helped to 
liberalise caste-rules to some extent, and 
even to bring Hindus and Muslims closer to 
each other during its dynamic pha.se. But 
under colonialism the universal ideals of 
liberty, equality and fraternity could not be 
realised except in a superficial way In fact 
the colonial bourgeoisie itself compromised 
on such issues. No wonder, on the eve ot 
independence, Indian society found itself 
deeply divided on caste and communal lines 
in spite of the integrative power of the 
freedom-struggle. 

In fact the colonial state indirectly promo¬ 
ted an alternative cosmopolitan route out of 
ethnic narrowness by encouraging pro¬ 
selytising activities of various church 
missions. The missions certainly outstripped 
Hindu social reform by offering health- 
service and education at grass roots level and 
enabling tribal youth to adjust better to 
modem civilisation. But we should not be 
blinded by false scculari.sm to the collabo¬ 
ration between the missions and imperialism. 

It must also be said that the foreign 
mi.ssionaries did all they could within their 
power to drive a wedge between their converts 
and the re.st of nati ve population, with certain 
consequences for the struggle for national 
liberation. 

Anthropologist G S Ghiirye argued soon 
after independence that the scheduled tribes 
in India were only a vast reservoir out of 
which Hindu society tapped its human 
material. It had apparently no other raison 
d'etre an impossibly complacent view 
oblivious of the feelings and responses of 
the tribes vts-a-vis traditional Hindu society, 
which weredoubtle.ss much more ambivalent. 
The same myopia seems to have affected the 
perception of A.ssamese delegates to the 
constituent assembly, when they argued that 
the benefits of the Fifth Schedule of the 
Constitution should not be extended to the 
plains tribals in Assam, as the latter wen; 
allegedly keen to assimilate with the greater 
A.ssamese society. This in the face of bitter 
criticism of the caste- Hindu Assamese an 
emergent tribal elite who mobilised the tribal 
masses under the banner of the Tribal League 
from the 1930s onwards. 

At this point we have to consider the 
question whether, if any, exploitation of 
tribals followed the end of colonial rule and 
the coming of independence. There is no 
doubt that in the decades following inde¬ 
pendence, the democratic constitution and 
the welfare state whetted the appetite of the 
masses for a better life, while the actual 
functioning of the Constitution in the grip 
of the ruling classes in India did nut pro- 
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vide sufficient means for fulfiUing such 
aspirations. Awakening to a new level of 
consciousness, both the dalits and the tribals 
began to organise and clamour for better 
opportunities for development. Remaining 
outside the pale of the labonously construc¬ 
ted nation or nationalities during the colonial 
phase, they now started demanding an active 
political roic for themselves. In this new 
environment ethnic movements found a 
tremendous fillip. 

In Assam which in the l9S0s and early 
1960s comprised the greater part of what is 
known as the north-east today, both the vocal 
tribal movements led by a small tribal elite, 
and the comparatively liberal atmosphere 
following from incomplete Sanskritisation 
and the work of Christian missions promo¬ 
ting welfare and development in tribal areas 
saw to it that the alleged exploitation of 
tribals was much less than in other tribal 
regions of India. Literacy in tribal areas, 
while far below the level of the advanced 
Assamese areas, fell only a little short of 
the average rate lor the state by the 1971 
Census, and both educational facilities, 
health services and roads served the tribals 
almost to the same extent as in the areas 
inhabited by the dominant Assamese com¬ 
munity. But it must also be said that the 
Assamese leaders did not show as much 
alaenty and despatch in in solving the basic 
needs of the tribals. A few instances may be 
quite in order here. 

Because most tribals were attached to a 
mode of shifting cultivation, migrating from 
one area to another as the land they cultivated 
Imit its natural fertility and failed to yield a 
good crop under their light ploughs, the 
colonial government did not grant them 
permanent land-rights. As the population 
increased, partly because of influx of refugees 
from east Paki.stan, partly because of illegal 
and legal migration from across the borders 
of the state, and partly owing to a natural 
rise in the state's population as a result of 
improvement in health services, scarcity of 
land became an acutely distressing problem 
for the small tribal peasants who formed the 
large bulk of the tribal population. In fact 
this had become a major issue even before 
independence. As.samese Congress traders 
won over tribal support and prevented them 
from joining the movement for Pakistan in 
return for a promise to secure land-rights for 
them. A system of tribal belts and blocks, 
to be demarcated by legislation, was to be 
introduced, with the provision that in such 
areas nun-tribal.s would not be allowed to 
purcha.se land. But actual operation of the 
system under Schedule X of the Assam Land 
Revenue Regulations was far from 
satisfactory. Sweeping exceptions to the rule 
had been left in the systc n, allowing the state 


to de-recognise areas under such belts and 
blocks, allot large plots of Itmd to non-tribals 
for orchards and industries, and leaving the 
final decision in the hands of deputy 
commissioner of the district, who more 
often tlian not belonged to the dominant 
communities, and in any case remained 
under the control of Assamese politicians. 
A former director of tribal research. B N 
Bardoloi, himself an Assamese, has clearly 
demonstrated that most of the industrial 
projects in the state after independence 
were granted land out of tribal belts and 
blocks, and further, that the evicted tribal 
peasants did not receive compensation even 
one or two decades after their eviction. 
After G N Bardoloi, the first chief minister 
of the state, no other Assamese chief 
minister seems to have addressed the 
problem of tribal destitution, exacerbated 
by so-called development, with energy, 
zeal and sympathy. Such an attitude was 
unlikely to win the loyalty of tribal masses, 
while the educated sections of the tribals 
became frustrated as they were kept out of 
the narrow field of employment. At this 
juncture the powerful popular movement in 
Assam to install Assamese as the official 
language of the state deeply disturbed the 
tribal elites. 

Assamese was the mother tongue of 57 per 
cent of the population, and the Assamese felt 
that the secure existence of the Assamese 
nationality in a state besieged by heavy and 
incessant immigration depended on such a 
move. But it struck the tribal elite as a move 
to establish a permanent monopoly of power 
in the state for the Assamese, reducing the 
tribals for good to poor relations. Thus both 
rising expectations and actual injustice led 
to increasing militancy and fanned the flames 
ot separatism of all hues. Most ethnic groups 
reconstructed their past so as to constitute 
j national heritage. Movements for 
development of native language and literature 
to meet the needs of modem times were 
organised. A demand for a tribal state to be 
carved out of Assam and named ‘Uday achal' 
gained ground, and in the 1960s it was led 
by the Mains Tribal Council of Assam in a 
rather turbulent manner. Before that Assam 
Hills People’s Conference had succeeded in 
challenging As.samese h^emony and carving 
out the state of Meghalaya for the khasis 
and the garos. The Nagas did not accept 
integratiqn - ith India even at the time of 
independence, and gave Nehru perhaps the 
only taste of total boycott of public meetings 
addressed by him during his visit to what 
was then a district of Assam. Some time later 
the Mizos in the southern-most part of Assam 
at that time, rose in revolt t^ainstthe Indian 
state aiming at secession. As is well known 
the Naga iasurgency still remains the most 


serious in the entire region, and other 
secessionist outfits tbnw both inspiration 
and material support from the Naga 
underground. ASCiC in Karbi Anglong and 
ABSU and BNSC in the Bodo autonomous 
council area do not favour secession from 
India and press only for separate states to 
be carved out of Assam, l^us the ethnic 
upsurge has clear political objectives inspired 
by the course of bwrgeois nationalism in the 
rest of the country earlier leading to the 
formation of linguistic states. In fact the 
union of several different tribes under the 
umbrella of Plains Tribal Council of Assam 
fell apart in the 1980s as militant Bodo 
nationalism increasingly antagonised other 
tribes in the alliance. The 1980s saw the 
emergence of a movement for a separate 
Bodo state as the consolidation of Bodos as 
a nationality encouraged them to raise a 
demand for a separate state for the Bodos 
alone. 

It must therefore be plainly stated that the 
ethnic upsurge in the north-east has specific 
features which may not be confound^ with 
the slogan for ‘empowerment’ in the US, 
where state policy as well as past history 
have confined small aboriginal groups to 
isolated and scattered pockets called 
‘reservations’. Their heterogeneity and 
numerical insignificanrx make the language 
of nationalism unavailable to them. Hence 
their resort to law courts and liberal pressure 
groups seeking safeguards and rights within 
the ambit of American law. In India and 
particularly in the north-east, tribal proto¬ 
bourgeoisie have organised and led mass 
movements for various forms of national 
autonomy, even when neither the numbers 
nor the actual development of the tribe in 
question justify a national label to such a 
movement. Hence theorists of the ‘fourth 
world’ who argue that the tribals are asking 
for a moratorium on development or that 
they arc profoundly hostile to western 
notions of progress and modernity are si mply 
putting their own words in the mouth of the 
tribals. By and large it is a reaction to the 
hegemonic designs of the more advanced 
and politically more powerful elements of 
the dominant community to comer fur 
themselves the crumbs of development. The 
victim imitates the method of the oppressor, 
and in his turn displays similar intolerance 
and hegemonic aggression against the non¬ 
autochthones. 

One intriguing consequence of these 
trends is a growing threat of disintegration 
of the dominant Assamese community or 
nationality itself. Various ethnic castes within 
the fold of Assamese Hindu society, waking 
up to the benefits to be garnered by tribal 
status, are mustering support for recognition 
as separate tribes, and for that purpose 
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cultivating thdr exclusive cultural features, 
rites and customs, forgetting in the process 
the tumultuous emotions to which they had 
surrendered in movements of Assamese 
nationalism. The Ahoms in the t960s, and 
Hthe Koch-Rajbangshts and the Chutiyas 
today, all ethnic castes of Assamese Hindu 
society are in the throes of ethnic revivalism. 
On theother hand, the older non-Hindu tribes 
are watching the scene with unease and 
bitterness as these new claimants may cut 
into the concessions they have wrested from 
the state. The Assamese caste Hindus have 
also read those danger signals, and are 
beginning to identify with tribal brethren 
whom they used to hold in some contempt 
not so long ago. 

The rise of the ULFA as a militant seces¬ 
sionist outfit had received some impetus 
from the union of caste Hindu and OBC as 
well as tribal youths against such a 
background. While the idea of seceding from 
India and forming an independent state has 
had maverick supporters in different periods 
of modem Assamese history, it had never 
been an influential trend. Right from the 
days of non-cooperation to the August 
uprising of 1942, the rural masses in Assam 
had been solidly in the Congress camp and 
had acknowledged Gandhi and Nehru as 
their leaders and guides. But since the 1960s 
even among Assamese caste Hindu circles 
the feeling grew that the Indian rulers had 
been less than fair to Assam and the 
Assamese. While the rulers in New Delhi 
seemed keen to take the side of the tribals 
against the non-tribal Assamese, they seemed 
unwilling to invest in Assam to quicken a 
sluggish economy and bring about indus¬ 
trialisation. Both oil royalty and revenue 
i from tea were pegged down deliberately at 
a low level, and resources were pumped out 
of the state for utilisation elsewhere. Even 
the few industries in the public sector like 
the refineries were after all the result of mass 
movements. It was thus that certain sections 
of the Assamese came round to redefining 
their identities from an advanced nationality 
to a backward and neglected semi-tribal 
group. That is why it has become possible 
tor the Assamese youth to make common 
cause with tribal brethren in spite of the 
earlier estrangement. Ethnicity tiius has a 
Protean character, and is no immutable 
substance. - 

Two factors seem to have been responsible 
for the transition of ethnic movements to 
armed militancy. First, it was naxalite theory 
that in tlw late 1960s identifled the Indian 
state as a 'prison-house of nationalities* and 
encouraged armed revolt among such 
, oppressed tribal groups against the Indian 
state. In Manipur the FLA seems to have 
been inspired l^suchideas. whereas in Assam 


the UU’A also seems to have borrowed such 
notions from different splinter-groups of the 
CPI(ML). Secondly, as with the determined 
armed opposition of the state to the most 
overwhelming mass movements, tribal 
leaders came to the end of their tether. The 
Assam movement appeared to have won 
success by combining the tactics of armed 
struggle with peaceful methods. The Bodos, 
especially after the imposition of TADA on 
Bodo areas by the first AGP government, 
naturally felt inclined to armed struggle. 
Ever obliging, the secret agencies of the 
centre stepped in to offer training in the 
manufacture and use of arms, according to 
a protest letter written by several officers of 
the RAW. Two trends have emerged in 
insurgency: terrorist attacks on innocent 
civilians with bombs and firearms in order 
to wrest concessions from the centre or the 
state; and full-scale guerrilla war as waged 
by the MNF in its heyday and the NSCN 
even now, targeting units of the Indian army 
and security forces. Concomitantly there are 
periodic extortion drives enforced by threats 
to life and property. In many areas a vicious 
circle is forming with extortion aiming at 
procurement of arms, and arms leading to 
more extortion. 

It is evident that the discontent of un¬ 
employed educated youths and the suf¬ 
ferings of the destitute subsistence farmers 
of different ethnic groups have been fuel¬ 
ling various ethnic uprisings in the north¬ 
east. Economic and political packages, like 
the ones recently announced by Deve 
Gowda in Assam, have failed to resolve the 
problem as under the present conditions such 
packages can do little to alter the state of 
things. Most of such funds are diverted by 
corrupt elites to their private bank balances, 
and a centre dependent on such elites in 
backward and tribal areas is compelled to 
turn a blind eye to such plunder. Consider 
for example the current state of investigation 
into the LCKI scam, which is unlikely to 
touch powerful and guilty local politicians. 
In this nightmare situation the centre finds 
it easier to play the habitual trick of 
encouraging rifts and divisions through its 
seerti agencies. There is reason to believe 
that during the Rajiv Gandhi regime the 
Kukis were equipped with arms to fight 
i^ainst the Nagas in a bid to weaken the hold 
of NSCN in certain areas in Manipur. 
Likewise Bodos were incited against the 
Assamese. While the savage campaign for 
ethnic cleansing undertaken by certain 
militant Bodo groups leading to hundreds of 
deaths even in protected refugee campr of 
immigrant Muslims feeling for dear life have 
provoked widespread condemnation, it is 
not yet clear how much of it had been rendered 
possible by state connivance. There is reason 


to believe that certain armed Bodo gnmps 
who are gunning down ihcir own hrcihrcn 
by the scores have links with the home 
department. 

If, as is frequently alleged, the ISI chooses 
to fish in such troubled waters, it is hardly 
a surprise. What, however, is more worth 
pondering is the scKio-cconomic origins of 
such unrest, and the overriding need for a 
political solution to such problems, to be 
discovered not by mere rhetoric but by an 
open-mindol approach and a frank admission 
that our present political set-up may not 
provide a sound solution. 

Thus capitalist development within 
colonial constraints during the colonial 
period, and the intervention of the welfaie 
state after independence, gave the initial 
impetus to the ethnic movements. As the 
hopes aroused were undermined by the new 
siKio-economic set-up, while thedemocratic 
constitution provided scope for ventilating 
grievances, various ethnic groups in the north¬ 
east gravitated towards militancy. (In 
Arunachal Pradesh, thanks to liberal pro¬ 
tectionist measures and the lavish pumping 
of money militancy failed to strike rmit. It 
is only now that the Chaknia issue has started 
fraying tempers.) It is also evident that most 
of the ethnic movements have been fired by 
sub-national .aspirations, even though 
infrastructure for natioal-type development 
is often lacking. It is perhaps this lack that 
explains coercive hegemonic moves within 
given areas. Any assertion by a different 
group within that area of parallel rights 
provokes fear and rage, sometimes leading 
to,^rutal drives for ethnic cleamsing. *^6 
drive for domination in such under-developed 
areas in echoed in the fierce rivalry for 
leadershipof the movements, leading to splits 
and vendettas. Culturally it sometimes finds 
expression in exclusiveness and xenophobic 
intolerance. 

But the waves of migration before and 
since independence and the retarded 
infrastructure stand in the way of sub-national 
ambitions. Any further steps in that direct'on 
will only increase social and political anarchy. 
The existence and rights of other groups in 
the same territory as that claimed as its own 
by the ethnic group in question will have to 
be respected. But various degrees of 
autonomy may be thought out in consultation 
with different ethnic groups that arc in 
ferment. The vital matter is to ensure the 
practice of federal principles at alt levels. 
But all that will remain a pipe-dream until 
the behemoth of the central government that 
has arrogated to itself so much power is 
tamed. It is a disturbing sign of our times 
that in spite of the crisis that stares everyone 
in the face only lip-service is being paid to 
that overriding necessity. 
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Industrial Research and Scientific 
Workers 


S R Valluri 

Applied research and technological development are means to an end 
and not an end in themselves and unlimited basic research in these 
agencies is a luxury that the country cannot afford. Unless the 
government, through a dialogue with S and T agencies and the 
industry defines its priorities, investment in R and D is unlikely to 
produce relevant outcomes. Many of the issues raised by the Scientific 
Workers’ Association in its current dialogue with the CSIR need to be 
given serious attention. 


AS a part of the continuing dialogue with 
the Council ul' Scientific and industrial 
Research (CSIR), the Scientific Workers 
Association (SWA) of CSIR made (The 
Hindu of December 29) (he following points: 
(a) that there arc irregularities and anomalies 
in recruitment which vitiate cultivation of 
scientific temper: (b) of lateral recruitment 
on ongoing projects and is undesirable; that 
lateral recruitment at higher levels is only 
to hoodwink the government reservation 
policy and entry should be only at the lowest 
level of the promotion ladder; (c) the absorp¬ 
tion of temporary appointees such as research 
associates, pool officers should be as and 
wnen vacancies occur; (d) outsiders should 
not be appointed as directors; (c) objection 
raised to the directive to the labs to cam at 
least 30 per cent of their expenditure, lest 
they become only testing and consulting 
organisations and not be ‘centres of innova¬ 
tions and discoveries’ to meet the ruthless 
international technological competition. 
These js.sucs deserve critical examination in 
the context of the history of CSIR. 

The CSIR was created in 1942, at a time 
when there was hardly any indigenous 
indu.strial research base or indigenous 
industry. The expectation was that with 
independence, the CSIR laboratories would 
grow and interact with the industry and vice 
versa, to establish a self-generating tech¬ 
nology base to support the industrial manu¬ 
facturing base. The CSIR, unlike space, 
atomic energy and the DR DO which came 
later, has not been a mission-oriented 
organisation in its own right. Indian industries 
which are its primary clients, continued to 
depend mostly on licence production, based 
upon imponed production know-how. The 
CSIR laboratories ined to sell the techno¬ 
logical know how developed by them to the 
industrialists, with uneven success. In the 
absence of close interaction, laboratory level 
technological know-how in many instances 
could not be forged and proven in the tire 
of industrial practice. For technology transfer 


to be successful, it should be tried and proven 
at the pilot plant scale before any transfer 
to the industry is attempted or jointly 
developed with the industry. 

Questions about the credibility of CSIR 
as an organisation that could help the Indian 
industry were raised from time to time. The 
industry did not appreciate the role it has to 
play in CSIR-industry co-operation. Mostly 
it did not even bother to establish its in-hou.se 
R and D base, which would have been the 
appropriate interface with external R and D 
institutions. Indian industries were operating 
in a protected (sellers') market. Being 
relatively small in size, with limited sources, 
most of them wanted on a platter, the so- 
called ‘proven technologies', imported from 
abroad. They did not realise that more often 
than not, such technologies would be obsolete 
in the countries of their origin. Their 
compulsions about the short-term bottom 
lines of the balance sheet, did not permit 
them to take any long-term view and risks. 
It costs money to develop such know-how 
to manufacturing level technology, more so, 
if they have long gestation times. Indian 
industrialist, instead of looking upon impor¬ 
ted technologies as a stepping stone to 
establish a self-generating know-how base 
made a habit of continuing such imports. 
Government was naturally unwilling to 
support such research through large plan 
allocations unless it was in the larger national 
interests, .such as infrastructure augmentation, 
defence and other nationally important 
programmes. 

In the absence of market pull, the CSIR 
scientist > who were largely drawn from 
academic institutions became more involved 
in open ended basic and competence building 
research, and on their own initiative some 
preliminary technology development 
activities. This was also sanctified by the 
awards and promotion systems (and their 
committee structures), wtere the number of 
research publications counted more than any 
technology development till recently. The 


result was that over the years, “industrial 
research” got signillcantly downgraded in 
CSIR, not without ‘help’ from the industry. 
Hie economic liberalisation now forces the 
issue on the industry, CSIR and its labs and 
SWA. 

The scientists and their representative, 
the CSIR SWA, by and large, were com¬ 
fortable in this scenario, as nothing was 
really expected of them, except that they do 
‘good’ work, and bring ‘credit’ to CSIR. If 
this ‘good work’ was measured by the 
references in the Science Citation In^x, a 
world standard reference for the importance 
of any scientific research, CSIR cotributions 
did not rate high. 

The procedures for fixation of budgets by 
the CSIR for their labs were like those of 
any other government department, with 
previous year actuals forming (he basis for 
the following year allocations, with little real 
understanding at (he headquarters level about 
the R and D activities in its labs. Nothing 
was demanded. In return, not enough of 
societal relevance was given except by a few' 
labs for establishing industrially viable 
technologies. I'he question as to who is to 
be benefited by their in-housc R and D was 
not always raised nor answered before taking 
up the projects. It is nut to say (hat there 
should not be any exploratory/competinre 
building/futuristic research but these cannot 
be the primary focus of research in CSIR 
labs, in any case at least some of these must ; 
result in some benefits to society. This has | 
not happened to any significant extent | 
con-sidering its intrinsic potential. ! 

The internal financial adviser of the CSIR 
fixes the lab budgets, with the planning and 
technology utilisation groups playing a 
subordinate role. While a few labs on their | 
own initiative were involved in ‘nationally. | 
important projects', CSIR at the headquarters j 
level did not indent upon the capability of 
its laboratories towards achieving any 
‘nationally important mission objectives’. 
Neither were there any inter-laboratory 
programmes specifically funded and 
monitored by CSIR that could have drawn 
upon its enormous scientific research 
capability, it must be noted in passing that 
the budget allocations for R and D in the US 
are mostly mission-oriented and highly j 
project specific with only about IS per cent 
in the funds allotted for forward looking 
open ended research. 

The procedures of the Planning Com¬ 
mission for fixing the CSIR budgets were 
no better. This writer recalls a meeting with 
the representatives of the Planning Com¬ 
mission held about a couple of decades ago I 
to discuss CSIR budgets, CSIR staff went 
with detailed budget proposals from 40 labs, 
each one perhaps having a hundred pagen 
or more of documentation, and containing ' 
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financial implications. A few provided 
information on the R and D programmes 
which they proposed to undertake with the 
resources requested. The present principal 
secretary to the prime minister who was then 
in Planning Qrmmission chaired the meeting. 
He remarked in an aside to this writer, “what 
do I do with all this information? What are 
the focal points for your activities? If you 
have a few specific and nugor proposals like 
those from space, we can take a view. But 
we are unable to take a view on your pro¬ 
posals”. He was of course right. The dis¬ 
cussions were then taken over by a bureau¬ 
crat who opened his file and noted how much 
was given for that year and how much they 
proposed to give for the following year. The 
meeting which was held to discuss proposals 
worth pertiaps Rs SO to 100 crore was>i^ver 
in less than an hour. The fact of the matter 
was that the Planning Commission re|h)e- 
sentati ves were looking for some major pr^ 
grammes which they could accept or reject 
but without really knowing what they wanted. 
CSIR representatives thought that they could 
convince them of the sincerity of their pur¬ 
pose with hundreds of R and D proposals. 
There were no meeting grounds for any 
meaningful discussion. CSIR remained so to 
say, a foot note in planning instead of being 
integrated with the planning process as a 
whole. In fact, the sanctioned plan funds 
were utterly inadequate for any major 
objectives. 

When this writer went to make a 
presentation in 1981 to the then finance 
secretary of the government of India on a 
comprehensive career planning proposal for 
CSIR staff, the secretary wryly remarked 
that the government of India did not mind 
giving Rs 100 crore or so to non-mission 
oriented S and T agencies as an act of faith 
to keep the scientists happy, but it did not 
expect much from them in return. Clearly 
this was a sad state of affairs. Scientists in 
non-mission oriented agencies (such as CSIR, 
DST and DBT, etc) took it for granted that 
the govemmoit owed them a living and the 
government, in turn, felt that it was all right 
to spend some money on them to keep the 
scientists happy but should not expect much 
from them, liie result was that the faith in 
scientists that they could help raise the 
standards of living, which resulted in 
increasing investments on R and D since 
independence, as a percentage of GNP, started 
going down in recent times. It is to be noted 
in this connection that massive investments 
in R and D by the US government were a 
post second world war phenomenon offer the 
US scientists during the war, had been ^le 
to establish their credentials to serve national 
purposes. After the end of the cold war, these 
investmenu in research, even in the US. have 
started going down. 


In a sense, as far as the Indian government 
perception is concerned, the CSIR came to 
symbolise (for all non-mission oriented 
S and T agencies), the country's inability to 
obtain a measure of self-reliance through 
their efforts. In a sense, the issue was pre¬ 
judged with CSIR becoming a whipping boy 
without an active and purposeful dialogue 
among the Planning Commission and the 
industry as to how to mould it to serve 
societal purposes. Government did not seem 
to really know how to use the non-mission 
oriented S and T agencies it has created. In 
fact, Indira Gandhi, at a CSIR directors’ 
conference in 1981 expressing her un¬ 
happiness about progress in R and D 
establishments stated that she would not 
mind closing some laboratories, if they did 
not shape up. There is no reason to suspect 
that the government perceptions changed 
much in the intervening years. 

The CSIR has the largest concentration of 
PhDs among the S and T agencies, with 
virtually every fouuh person among its 
scientific staff of about 6,000 belonging to 
this group. Its internal estimates indicate that 
in spite of inadequate plan aliocatioas, and 
lack of mission specific funding, the present 
annual turnover of the Indian industry based 
upon products and processes developed by 
CSIR last year was Rs 3,0(X) crore and that 
at the rate of 15 per cent tax on them the 
income to the government from CSIR 
contributions were more than the government 
annual funding to it. It is clear that with more 
directed inputs it can achieve very much 
more. 

Such was the background in which the 
Abid Hussain committee was set up, to see 
if something could be done to improve the 
accountability in the CSIR operations. 
Apparently it was this that promised it to 
propose that the tabs should earn about a 
third of their expenditure from external 
sources. They left it to the labs to devise their 
own ways instead of making any broad 
suggestions as to how to achieve this 
objective. Some of the labs apparently tried 
to take the easy way out and interpreted this 
requirement as taking up testing and 
consultancy tasks to earn money ,vand which 
did not indrat upon their inherent capabilities. 
The progress in earnings was uneven, with 
some labs doing well. The important thing 
to note is that, in order to build accountability, 
but not really knowing how to'do it, the 
government imposed this condition. 

The SWA, b^me more concerned with 
its rights and faivilcges and promotional 
opportunities forthestaff than with improving 
quality of S and T. The assessment system, 
merit and normal assessment scheme 
(MANAS), was more designed to provide 
liberal promotion opportunities rather than 
with the necessity of maintaining any high 


standards, particularly at senior levels which 
alone could attract sponsored R and D work. 
The SWA did not seem to be concerned with 
what the scientists could do help the .society 
that is supporting them in the tiue spirit of 
a scientific workers a-s-sociation. True, they 
are not entirely to be blamed for the present 
state of affairs. But the lact remains that the 
efforts of the labs in this direction tim. leave 
something to be desired. Even the CSIR 
headquarters, at its level did not make any 
serious and sustained attempts to change this 
situation, by taking up nationally important 
mission-oriented projects, which could 
involve inter-laboratory collaboration, to 
achieve major objectives and deliberately 
build accountability. One .searches in vain 
for any major programmes mounted by 
CSIR. It is understood that there are now 
proposals to fund some major mission- 
oriented projects through the technology 
development funds (TDF) set apart in DST 
for such purpo.scs. 

These issues raise some fundamental 
questions for the SWA. the laboratories and 
the CSIR headquarters. It need not be .strcs.scd 
that these questions arc no less relevant to 
other non-mission onented S and T agencies 
of the government. These agencies and their 
R and D institutions have been .set up primarily 
to serve natiqnal purposes and not for the 
pleasure of the scientists to do what they 
please except possibly in a few mstiluttons 
such as TIER. II A. JNCASR, RRl, etc. which 
are more research than technology oriented. 

The following questions arise. At 
laboratory level: (a) What would the country 
lose if a particular laboratory were to be 
closed for not pulling its weight to contribute 
toanational purpose in its Held of professional 
competence in a tangible manner? Fur various 
reasons it is a cure worse than the disease 
to transfer a CSIR lab to .some other agency. 
Above all, such transfer denies the essential 
freedom needed for research when it comes 
under the contnil of a government department 
primarily concerned with administration, (b) 
For every rupee spent on them by the 
government, now much benefit should they 
be expected to give back to the nation - more 
than a rupee or less than a rupee? (c) Would 
they care to make a performance assessment 
v>f their labs and quantify the benefits to the 
nation, say during the last two to three 
decades? (d) Have the labs taken up projects 
for their own sake, without identifying a 
potential beneftciary and without a realistic 
forecasting about the needs of the industry 
in their areas of S and T endeavour? (e) 
Should the SWA be concerned only with the 
privileges of the scientific community or 
should they also in the spirit of their 
organisation’s name look into the professional 
problems of the community including the 
ethics in practice and management of science? 
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Should they not grow out of a trade union 
mentality and set a new trend by contributing 
to the growth of the scientific community 
in their professional endeavours? 

At the headquarters level (a) Does it have 
a real scientific and technical secretariat 
(SATS) which has a broad understanding of 
what is going on in its constituent labora¬ 
tories and undertake a critical review to 
ascertain the relevance of the projects 
undertaken to the potential users and take 
initiative to fund, and monitor major mission- 
oriented S and T programmes instead of 
arbitrarily allotting plan funds? Less than 
Rs 5 crore worth mission-onented projects 
specifically sanctioned currently by the 
Planning Commission out of a plan allocation 
of about Rs! 30 crore is not a good measure 
of the CSIR’s commitments for mission- 
oriented projects nor a good way for the 
Planning Commission to take advantage of 
CSIR. (b) If not, what difference would it 
make if a civil servant is asked to look after 
CSIR affairs? It has to be appreciated that 
the primary justification for having a .scientist 
nr a technologist to head these S and T 
agencies as secretaries is that it is only they 
who can give a scientifically and techno¬ 
logically oriented direction to the work of 
these agencies and monitor them. If the 
CSIR headquarters does not give such direc¬ 
tion (as indeed the headquarters of any other 
S and T agency) appointment of a scientist 
or a technologist loses much of its relevance, 
(c) What were the contributions of the 
technology advisory hoards (TAB) and the 
advisory board (AB) of the CSIR created as 
a follow up action of the Abid Hussain 
Committee recommendation in transforming 
the CSIR as an organisation? (d) Is the present 
style of fixation of budgets for the labs based 
upon previous years' actuals, (and arbitrary 
plan allocations) conducive to bringing out 
the best of the labs? Is not this procedure 
tantamount to budget allocations unrelated 
to performance? (e) Would it be better foi 
the CSIR technology advi.sory boards/ 
advisory body to be wound up or should they 
be required to plan major laboratory and 
inter-laboratory ‘mission-oriented’ research, 
that would result in making a direct input 
to the technological requirements of the 
country? The CSIR SATS can then be 
responsible for the relea.ve of these funds, 
and monitoring progress and use bulk of the 
CSIR allocations for such purposes in.stcad 
of distributing them arbitrarily. In fact, should 
not the Planning Commission ask for and 
provide for more mission-oriented plan 
allocations for these purposes? With this 
atrangement, the non-plan budget allocations 
and other sponsored research programme 
funds can be spent by the labs with the 
approval of their Research Councils in their 
own right, (f) Should not the CSIR as a 


matter of routine, appoint an independent 
review committee headed by a reputed 
scientist or technologist, preceding each 
(ive-year plan, for each lab, to assc.ss the 
strengths, weaknesses, opportunities and 
threats (SWAT analysis)? The report of 
such a committee can helpevolve guidelines 
which will form the basis for the labs to plan 
their R and D and mission-oriented pro¬ 
grammes of greater national and societal 
relevance. 

These are some of the crucial problems 
facing the CSIR and SWA as they approach 
the much talked about 21st century. A time 
has come for them to function as partners 
for progress and face the realities for what 
they are. The proposals of Mashclkar, DGSIR 
(Vision 2001) are clearly an attempt to 
transform the CSIR into a more purposeful 
and result-oriented organisation. Assuming 
that the government provides CSIR with the 
necessary financial support, Mashclkar's 
attempt to achieve Vision 2001 objectives 
will succeed only if CSIR scientists and 
SWA give active support to it. Otherwise we 
will be inviting not simply the closure of a 
few CSIR laboratories, but sidelining the 
organisation as a whole, resulting in a major 
catastrophe for the cause of S and T in India. 
It will be a first rate tragedy for the country 
if this were to happen, for CSIR has come 
to symbolise the intrinsic .scientific potential 
of the country. 

Now for some clarifications about the 
specific complaints and demands of SWA: 

With the rapidly advancing scientific and 
technological developments and with the 
average age of the CSIR labs tending to 50 
years with all their implications, it is 
unreali.stic for the SWA to insi.st that in the 
scientific cadres, scientists should be reemited 
only at the entry level. In fact, for people 
with a proven record of talent, entry should 
be possible at any level, subject to the provi.so 
that a departmental candidate too can compete 
for an advcrti.scd position. This freedom for 
direct reemitment at any level is a must if 
the labs are to survive and rapidly remove 
scientific/tcchnological ob.solescence and 
thrive in the highly competitive global 
S and T environment, and become ‘centres 
of innovation and discoveries' in their own 
right as CSIR prepares itself to enter the 
next century. Certainly procedures must be 
evolved to examine irregularities and 
anomalic where warranted. 

When highly qualified ‘research asso¬ 
ciates, pool officers' and fellows are 
available, one would imagine that they too 
would compete against an open advertise¬ 
ment. It is really up to the selection com¬ 
mittees to determine how ‘inexperienced’, 
the ‘imported’ or the ‘pool officers, research 
associates and fellows’ are. It has to be 
appreciated that the appointment or the 


promotion of a second rate person today will 
inevitably lead to progressive lowering of 
standards of promotion. As CSIR labs are 
not vertically integrated, each having their 
own messions, their ability to attract spon¬ 
sored work from others, is crucially depen- y 
dent upon the excellence of its staff, 
particularly at senior levels. The CSIR can 
only be built by recruiting the best of talent 
and nurturing it. 

The question of appointing outsiders as 
directors is arguable. Every organisation over 
the years tends to grow a culture of its own. 

It it is a healthy culture, it makes sense to 
seriously consider a departmental candidate 
as a director, provided s/he has a proven 
record of achievements as a scientist/ 
technologist and showed an aptitude for 
research management and administration and 
ability to give a sense of overall direction, 
and not continue to be concerned with analysts 
indepth of a specific research problem. It is 
in these, that s/he faces real challenges as 
a director. 

There cannot be hard and fast rules about 
who should be thcdirector. The basic problem 
is that all good scientists may not necessarily 
make good administrators and managers ot 
re.se-irch. Appointing a gcKid scientist as a 
director may well destroy a good scientist 
and in the bargain produce an indiffcient 
director. There is already a provision m the 
CSIR for outstanding scientists to draw the 
salary of the director while carrying out 
research work. Perhaps the CSIR should 
even consider paying salanes higher than 
those of the directors to the truly exceptional 
scientists/tcchnologists who continue with 
R and D and not make .such appointments 
as one more step m the promotion ladder. 
Unless the directors are willing to subordinate 
their rc.scarch interests for the larger welfare • 
of the organisation and devote themselves 
towards that end, a lab may well suffer due 
to ‘unintended’ neglect. Directors who foster 
their own research and look upon R and D 
management as a subsidiary task may still 
make interesting scientific contributions. Yet 
they cannot compensate for the deteriorating 
performance of the large number of scientists 
and therefore of the lab as a whole. There 
are only three or four labs in CSIR where 
the major emphasis is on forward looking 
research and in which the director may be 
able to spend time on it without compromising 
^is responsibility as director. 

The position of a director does involve 
public relations in the best sense of the 
concept. A director has a tremendous respon¬ 
sibility in this conte.vt. Experience of this 
writer as a member of the search committees 
for a number of CSIR directors indicates 
that it is desirable to ascertain the views of 
management experts also, as R and D ^ 
management and administration and * 
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humin resource development have become 
important responsibilities of a director. It is 
also desirable to ascertain the opinions of the 
senior scientists of the concerned I aboratories. 
Perhaps there is a ment for the search com¬ 
mittees to short-list the potential candidates 
K.ind ask them to visit the labs; talk to the 
scientific staff and let them also give their 
inputs about the short-listed candidates. After 
all, they have to live with one of them when 
he lakes charge. Such an input, along with 
the assessment of the managerial and 
administrative capabilities of the potential 
candidates, would be very valuable to the 
search committees. If there are goixl directors 
now. it would .seem to be in spite of the 
present system. It is time that the CSIR 
reviews its search committee procedures. 
The DGSIR has the ultimate responsibility 
lor the selection of the director. 

Finally , the SWA of the CSIR complains 
about the requirements of the laboratories 
earning money from external .sources as 
unrealistic. The Abid Hussain Committees 
ilid not tell the laboratories to turn Ihem- 
seh’cs into mere tcsiing and con.siiltingorgu- 
nisatiniis it they could become ‘centres of 
innovation as proposed by the SWA. By 
defini'ion, innovation serves a societal 
purpose If they had done so, or produced 
research which g«)t cited in the Science 
Citation Index, or were able to attract 
sponsored research based on their in-housc 
research, there would have been no necessity 
for this rccommendiition. What the country 
IS asking from the CSIR and its labs is a 
measure of accountability. 

The issues rai.scd here aie equally relevant 
to the other non-mission-oricntcd S and T 
agencies of the governiiieiu such as D.ST, 
DBT. etc. In research laboratones of such 
agencies. R and D is primarily the metins to 
an end and not an end in it.sclf. The privilege 
of conducting open-ended research is 
available piimarily to the academic system 
and a few research institutions specifically 
established for that purpose. But it is a 
known fact that applied research and 
technology development also open up 
many challenging avenues for ba.sic research. 
It is to make the R and D of the labs more 
user-oriented and purpo.seful and for an 
appropriate projection of its ability to help 
the industry, that the CSIR headquarters is 
now requiring its constituent labs to cam 
money through sponsored research. Perhaps, 
apart from mission-oriented funding it is a 
better procedure for the government (and 
CSIR in turn) to match savings from 
sponsored research income, each year in 
each lab, as a performance-related incentive, 
unlike the present incentive procedures which 
seem to penalise consistently high performers 
and let the labs use these funds to make 
themselves ‘centres of innovations and 


discoveries to meet the ruthless imeraational 
technological competition' as proposed by 
the SWA. 

While the issues have been discussed in 
the background of the current dialogue 
between CSIR and SWA, they go far beyond. 
In a sense, they touch the core problem of 
the extent of control on the economy the 
government proposes to exercise. The 
setting up of the various S and T agencies 
by the government is an assertion of its 
intent to achieve a measure of self-reliance 
in some critical areas and its faith that the 
scientific community can n.sc to the occasion. 
The economic liberalisation now in force 
raises .some fundamental questions as to 


where it wishes to draw the line in this regard 
and what are its priorities. We aic not nch 
enough to attempt complete self-reliance or 
leave the S and T agencies alone to do what 
they please with government fund.s. for the 
simple rca.son that applied research and 
technological development arc moans to end 
and not an end in themselves and iihmitcd 
basic research in tlic.se agencies is a luxury 
that wc cannot afford. If the end purpose is 
not defined by the government through a 
dialogue with the S and T agencies and the 
industries, resulting in pnontisation of our 
requirements, this exercise of invc.simcnl in 
R and D becomes irrelevant us fur as a 
national purpo.se is concerned. 
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Picture of Women’s Health 

Three Stories 

Krishna Soman 

Although official surveys are yet to substantially capture the poor 
health status of women, there is increasing evidence that the interplay 
of a number of social forces, outside the health sector, combine to 
limit women's opportunities for improving their health status. 


POVERTY and ill-health are two major yet 
interrelated problems of concern for India, 
like many other third world societies. 
According to various estimates in the 1990s, 
at least onc-third of the Indian population 
live in poverty and the situation is worse in 
the rural areas as compared to the urban 
settlements. Despite sharing similar picture 
of morbidity with the urban counterpart, the 
rural population carry a higher burden of 
chronic illness. Even in the 'international 
showpiece', state of Kerala, not only is mor¬ 
bidity inversely related to social class but 
also, the load of reported-chronic illness is 
higher among the women compared to men. 

Despite experiencing growth in the 
infrastructural facilities of the government 
health services in rural areas, around half the 
people living in the villages use the services 
of private practitioner for outdoor treatment. 
As reasons to why people do not seek 
treatment for illness, ‘non-availability of 
medical services’ (12.86 per cent) rates 
lower as compared to 'financial reasons' 
(15.27 per cent) or 'reasons related to 
recognition of severity of illness’ (74.61 per 
cent). While a clear class differential exists 
in all these categories of responses, the 
reasons offered are more true for the poorest 
than those who are at the top of the socio¬ 
economic hierarchy. This actually suggests 
that the infrastructural development of the 
government health services alone does not 
necessarily ensure treatment of illness for 
the poor. Instead, seeking treatment is mostly 
associated with their 'recognition of severity’, 
which is rooted in the material and cultural 
basis of life.' 

Given the lower social status of women 
in multiple facets of life, the harsher impact 
of poverty on their existence within and 
outside the household, however, is an 
accepted reality. Although the large-scale 
official surveys are yet to highlight the 
relevant data,^ it has already been pointed 
out by social research that, in the families 
where there is a constant interplay of the 
constraints of poverty and other social forces 
processes influencing health in poor 
households push women to marginalised 
position. 

We present here a sketch of the life 
processes of three women from two villages 


of Bolpur block in Birbhum district of West 
Bengal, who had died during 1994-95 after 
suffering from illnesses of different nature 
andduration. It is based ondirect observation 
and close interaction with the people living 
in their communities. 

Gayatri Bauri of the scheduled caste 
community of Surul village had ended her 
life in a morning of October 1994, by hanging 
herself from the roof of their thatched hut. 
She left her SO-yearold husband and a married 
daughter behind. Around six months later. 
Thanda Bauri of the same community was 
murdered while asleep with children, by her 
husband Kalipado in the night of April 2, 
1995. In contrast, Bali Murmu, a widow and 
mother of five children who lived in the 
Santhal community at the fringe of Binuria 
village, had to die a slow death in the month 
of May 1994 despite expressing a strong 
desire to live. These women came to cease 
their lives in late 30s or early 40s - much 
ahead of the estimated average life span of 
Indian women. 

The households to which the women 
belonged shared a similar socio-economic 
environment. They were poor, survived on 
wage labour and represented the deprived 
section of the society. Women’s physical 
labour was critical for their survival. For 
instance, Bali worked mostly as an 
agricultural wage labourer while Thanda 
worked as a regular domestic help to better- 
off households in the village and seasonally 
as agricultural labourer too. Gayatri, though 
earlier worked as a domestic servant, later 
used to prepare liquor at home for her 
husband’s illegal business in the locality. 

Though neighbours and friends agreed that 
it was the pain of cancer that forced Gayatri 
to lose hope in life, some also blamed her 
husband for often abusing Gayatri after 
gettingdrunk. Thanda’s death, however, drew 
less attention than that of her husband, who 
after murde; ng her, hanged himself from a 
Babul tree in the neighbourhood. The gender 
insensitive media reported it as merely an 
incident of'starvation and family feud’. The 
plight of women like Thanda, who live the 
most degenerating existence within such 
family situations,andultimatelydieapassive 
death, remained neglected. Neighbouring 
women accepted her death philosophically. 


saying. ‘Womenarebomtodte...’. However. 
Bali, despite expressing her intense desire 
for a fast recovery to get back to wage- 
earning work.dieddueto ‘severe malnuuition 
with anaemia’, as diagnosed at an NGO 
clinic which she had visited only once. Her 
relatives and neighbours, however.associated 
her death with the ‘dissatisfied spirit* of her 
husband, who died six months earlier from 
pulmonary tuberculosis. 

Health action for these women meant little 
or no interaction with the qualified health 
care system. Gayatri, who earlier was 
suffering from irregular menstruation, 
primarily handled it herself as she did not 
want to bother her husband who wasa patient 
of hypertension. She consumed some herbal 
roots as prescribed by a local religious healer. 
But within few months, the suR'ertngs went 
well beyond the level of her tolerance and 
she started expressing problems of ‘vaginal 
bleeding, deadly pain and the stinch!’ 
Following this hw husband took initiative, 
sought medical care from the local medical 
shop, the primary health centre (PHC), a 
private gynaecologist, and ultimately, visited 
the outdoor clinic of the subdivisional. 
hospital. From medical consultations, 
Gayatri's husband and the neighbours came 
to know that she was suffering from ‘cancer 
of reproductive organ’ which was ‘not 
curable’. As pain and sufferings increased, 
the husband offered best affordable meals 
to Gayatri. Finally, Gayatri chose to end her 
life. 

For Bali the situation was even worse. The 
symptoms of occasional blackouts that Bali 
was earlier suffering from, were what the 
womenofhercommunity generally live with. 
Over the past two years, 'it became serious’ 
when the ‘monthly event’ (menstruation) 
stopped. But it was impossible for Bali to 
take care of her ill-health as she had to nui sc 
her ailing husband and earn extra for the 
family. As a result, soon after husband’s 
death, Bali’s health deteriorated rapidly. She 
could not even physically move to the nearest 
field for defecation. 

Bali had experienced the irrelevance of the 
PHC services on more than one occasion, 
and preferred to visit a private practitioner 
even though the treatment was expensive. 
Considering the economic and physical 
constraints, Bali pleaded to the self-trained 
practitioner of the village for treatment on 
loan. Believingstrongly thtf Bali had received 
infection from her husband who died of 
pulmonary tuberculosis and knowing fully 
well about her economic misery, the 
practitioner advised a single dose of vitamin 
B-compIex. This, however, did not improve 
the situation. Later, due to the help of a social 
researcha, Bali was able to gain access to 
the physician of an NGO clinic located at 
the fringeof the town. Due to non-availability 
of free facilities of laboratory investiption, 
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the physician diagnosed Bdi merely on the 
basis of case history, clinical signs and 
symptoms. On his prescription. Bali got 
some pills of iron-folic acid from the adja¬ 
cent sub-centre. However, there was no 
follow-up as Bali’s village was not covered 
^■y this sub-centre. There was also no co¬ 
ordination between the sub-centre and the 
PHC which Bali had previously approached. 
The NGO, too. was devoid of any such 
provision. As a result. Bali was left under 
the care of her nine-year-old daughter, who 
not only gave the mother pills on time but 
also gave the only egg the hen laid everyday; 
She also gave her juice of a locally grown 
plant which was told to be good for her 
mother’s health. 

Bali started recovering fast and within a 
month she was able to go back to her 
household routine with an immense desire 
for survival. The agricultural season was 
coming closer, Bali was becoming restless 
to go back to wage labour and earn .some 
cash as it was critical for the survival of the 
family, after her husband’s demise. She had 
r already sold out the last brass vessel during 
her husband's illness. At the advice of her 
mothcr-in-law, Bali took recourse to a 
religious healer hoping for a magic cure. But 
after consuming the roots given by the healer. 
Ball’s health once again started deteriorating. 
Within few days, dark circles appeared around 
her eyes. The neighbours had never seen her 
in such pathetic condition before. .She .stopped 
e.'iting, and fluid got accumulated in her 
body. Ultimately, she died uncared. 

The other woman Thanda, however, did 
not have any opportunity to .seek treatment 
for her problems of frequent blackouts, 
giddiness and chronic constipation. Once, 
talking to neighbours, she expressed that 
'often the world around her starts moving, 
. leaving the body in a state of nothingness’. 
* .She hardly had time to care for herself. 

While the health system was to prove 
irrelevant to the ill-health of these women, 
the village panchayat was also not in a position 
to extend support to these women. Gayatri’s 
husband and neighbours felt that the 
panchayat had little role in an individual’s 
illness except in emergency situation, 
necessitating hospitalisation. Moreover, they 
thought there is little scope for the panchayat 
in providing information on the implications 
of any particular illness or helping the poor 
choose sources of effective health care. 
According to them, this was the job of the 
‘sarkari’ health and welfare workers. In Bali’s 
case, the village level panchayat workers 
were aware of her i ll-health, but were reluctant 
to voluntarily intervene. In their opinion, 
though the Santhals in their village were 
poor and needed support in seeking health 
care, they al.so had their own way of healing, 
1 mo.stly through religious healing. Thanda’s 
ill-health did not come to the notice of the 


village panchayat at all. As a consequence, 
caring for the ill became responsibility of the 
family. 

Besides the lack of support network at the 
village level, women’s ill-health was also 
shaped within the family primarily by the 
state of health of their husbands and other 
members of the family, and also by the status 
these women were offered in the family. For 
instance, Gayatri's only daughter Dhuli 
mentioned how her mother's tuberculosis 
and father’s hypertension had created 
mental pressure on her mothci as their 
respective health problems meant good 
food and expensive treatment including 
hospitalisation. While Gayatri ended her life 
without even receiving a confirmatory 
investigation of ‘cancer’ from a hospital 
located in Calcutta, her husband continued 
his search for better treatment till the last day 
of his life. To the husband, her suicide was 
a ‘sinful act’. The women in the neighbour¬ 
hood, however, considered it as the only 
measure which woman of their community 
could take, if they had to suffer like Gayatri, 
who never grumbled and was .subservient to 
her husband. 

Bali,despite beingill.could not seek health 
care for herself, as she had to nurse her ailing 
husband. In order to cope with his illness as 
well as to nurture five young children, not 
only had she to take up additional tasks, but 
also often deprive herself of two cut-short 
meals of 'conjee' and .salt. As far as the 
treatment was concerned, Bali was m a much 
worse situation than her husband. Even 
though they had to .sell few vcs.scl.s and 
chicks, Bali’s husband could at least interact 
with the PHC and with the qualified private 
practitioner in the town. 

Thanda’s husband Kalipado was known 
in the village as an introvert, laxy person. 
He was often seen engaged in gambling. 
Hence, Thanda had to singly bear the 
household burdens. Despite living separate 
from the in-laws, she never refused to extend 
financial, physical or emotional help as and 
when they needed. In crisis, .she did not even 
hesitate to skip meals at home, giving an 
excuse of lack of appetite. According to the 
women neighbours, feuds and fights are 
common in their communities where people 
struggle for mere subsistence, and specially 
in case of women whose men lack ‘sense 
of duties’. As per ‘.he media, the whole 
incident of Thanda’s murder and Kalipado’s 
suicide was u result of poverty accompanied 
by starvation and family feud. Moreover, 
Kalipado was ‘insane’ according to the 
doctors. How does one explain the passive 
death of Thanda? How does one explain 
Gayatri’s decision of ending her own life? 
What could be the explanation for Bali’s 
death? 

The verdict given by the Supreme Court 
of Indiain 1994 recognised attempted suicide 


as an act of mental disarrangement and not 
crime.* According to the verdict, Gayaui’s 
suicide seems to be ethical; so may be the 
explanation of Thanda's murder by her 
husband, who, soon after ended his own life 
too. And, Bali's natural death does not need 
any such legal clanfication of ethics. Though 
the legislature rationalises these deaths as 
ethical, the underlying social processes 
highlight adifferent reality ot women’s health 
altogether. A common feiUitrc in the lives 
of the women discussed above is the gross 
irrelevance of the prevailing health service 
system in rural areas to the conditions of the 
poor.lt al.so highlights that gender differential 
determine availability and quality ot health 
care at the family level. 

The narrative al.so reveals that the health 
service system as a whole has kept the poor 
from exercising their right to health care. 
Women’s access to quality health care is 
much piwir. While the government health 
service network is marked by pemr outn'uch 
and lack of co-ordination within, the few 
unevenly distributed NGOs offer limited 
services to the sick. As a consequence, the 
poor, ready to sell their last resources, take 
resort to private practitioners in town. In 
poverty, health care turns out to be irregul.ar 
and inadequate. Under such circumstances, 
the self-trained healers who arc avaihibic at 
the doorstep at a much lower cost, often 
seem to be a practical answer - more .so for 
the women. Such a .social siiuaiion where 
the disadvantaged are deprived of their 
rights to quality health care is no doubt 
a violation of the norms of social ethics. 
The village panchayat as a siKio-political 
institution is .supposed to keep an eye on 
various aspects ol people’s existence. It 
provides organisational support in emer¬ 
gency cases only. But, the responsibility of 
taking care of the sick eventually gets 
transferred to the family which offers women 
a poor deal. 

In the family, women confront ill-health 
within the boundaries of restrictive .social 
norms. These norms, internalised by the 
members of the family including women, 
create asuiiation where variouscnmplexitics 
and limitations are accommodated and 
absorbed by the women at the cost ot their 
own right to expres.Mon. Besides, women 
also provide emotional support and extra 
pt'ysical labour whenever their hu.sband or 
othci members of the lamily lall ill. In 
addition, they practice ‘.sell•denial’. While 
Bah and Thanda gave up their minimum 
share of food in the family, they also did not 
want to bother their family with personal 
needs for health care. Gayatri could 
unquc.stioningly accepting her subordinate 
status in family only up to a point. She 
decided to seek some care which would not 
bother her husband either economically or 
emotionally and opted for religious healing. 
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However. Bali’s resort to similar religious 
healing shows yet another dimension of the 
scenario. For her. it was an alternative to get 
back to her economic activities in order to 
fulfil her respon.sibilitie$ as the head of the 
household. ITje gender restrictive social 
norms thus act as critical factors in 
determining women's health at family level. 
Its importance to social ethics is often 
overlooked in the discourses of socio¬ 
economic development. In the case of 
Thanda’s death, the local media failed to 
reach beyond the issues of poverty and family 
feuds. For this a gender sensitive inquiry, in 


addition to the analysis of hierarchical and 
exploitative society, is needed. 
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Kumbakonam Encounters 
Subaltern Studies 

MSS Pandian 


A recent congregation of 123 Tamil intellectuals, mostly non¬ 
academicians, at Kumbakonam in Tamil Nadu, to discuss the 
subaltern studies project, was characterised by a marked refusal to 
allow concerns of history to marginalise issues of the present. 


KUMBAKONAM is more than a town. For 
generations of Tamils, it has been a sign of 
brahminical orthodoxy and deceit. But, like 
everything else, Kumbakonam too has 
changed. On November 16-17,1996, a con¬ 
gregation of 123 Tamil intellectuals from 
different political locations, met in a tin- 
roofed ‘kalyana mandapam’, few metres 
away from the imposing Kumbeshwarar 
temple, todiscuss the subaltern studies project. 

As though It was a willed decision to free 
subaltern studies from its academic confines, 
wherein production and circulation of 
knowledge has its own moments of exclusion, 
mo.st of the participants in the meet were 
non-academics. There were fictionists like 
Bhama, Pablo Arivukkuyil, Konanki, Marku 
and Kumaraselva, poets like Pazhamalaai 
and Kanal Mainthan alias Agni Puthiran and 
civil right activists like Kalyani. As much 
as the participants, the presentations and 
discussions too differed from the mainstay 
of subaltern studies. There was a marked 
refusal, particularly in the discussions, to 
allow concerns of history to marginalise 
issues of the present. The meet was organised 
by Nirappirigai, a Tamil journal which 
articulates the interests of new social 
movements and is increasingly identified 
with the new wave of dalit consciousness in 
Tamil Nadu. 

Inaugurating the meet, A Marx, a member 
of the Nirappirigai editorial collective, 
argued that conventional histories - both 
nationalist and colonialist - are histories of 
centres of power and authority, and they 
exclude the margins which function as sites 
of subaltern resistance. Emphasising the need 


to recover such margins which elude the 
centralising desire of power-holders, he noted 
that the meet was organised to critically 
introduce subaltern studies among those 
Tamil writers who are already upsetting and 
transgressing the established norms and 
modes of writing. 

Bhama and Abhimani responded to Marx’ s 
presentation by posing whether the invocation 
of the term subaltern (Adithallu MakkaU 
Vilimbu Makkal) is a ploy to deflect attention 
from the emerging dalit identity in the Tamil 
context. While Po Veisamy denied any such 
agenda, Rajankurai argued that it is in keeping 
with Nirappirigai's long-standing character 
as a platform for discussion. He noted that 
questions of feminism, caste, politics of media 
and a host of other themes have been discussed 
by Nirappirigai in the past. 

The presentation of papers began with 
Azhagarasan’s passionate critique of 
subaltern studies as a brahminical project 
dominated by brahmins from Ben^ and 
elsewhere. He claimed that in subaltern 
studies, there is a l^k of engagement with 
caste as a defining feature of subaitemity 
in the Indian context. Even when subal- 
temists analyse caste, they distance them¬ 
selves as outsiders and conduct their 
research ii. a clinical fashion. For him, any 
intellectual agenda which does not endorse 
modernity can only lead to neo-brahminism. 

In the course of the discussion, MSS 
Pandian agreed that the subaltemists need 
to subject their own social and power 
locations to senitiny and critically intenogate 
who are/should be their audience(s). 
However, he disagreed with Azhagarasan 


that hne cannot bnish aside the whole of 
subaltern studies as brahminical and added 
that subaltemists have rather effectively 
challenged the meta-narrative of nation 
which, in the Indian case, is complicit with 
brahmin hegemony. 

Anandhi S prefaced her paper on ‘Ideal ^ 
and Other Woman in the Nationalist 
Discourse inTamil Nadu’ with how subaltern 
studies had a clandestine existence among 
the history students of Jawaharlal University 
during the 1980s, without surfacing in term 
papers forfearof some nationalist historians. 
Her paper, through an analysis of the writings 
of S Satyamuithy and Thini Vi Kalyana- 
sundara Mudaliar, argued that Indian 
nationalism privileged the monogamous 
sexual norms imposed on upper caste women 
as the ideal, elicited such women’s com¬ 
pliance with nationalist patriarchy by giving 
them a sense of pride and participation, and 
rendered illegitimate other possible subject 
positions available for women based on 
alternate visions/practices of sexuality as in 
the case of devadasis and prostitutes. 

Bhama suggested that Anandhi’s paper 
needs to deal with dalit women speciflcdly 
so as to be adequately described as belonging 
to subaltern studies. 

Po Veisamy's paper dealt with the way 
in which Tamil literature constructed 
pathiyillaar or women not bounded by 
marriage. He mobilised a wide array of Tamil 
literary sources to show how these women 
were not treated as victims of patriarchy, but 
as temptresses who endangered men’s 
honour. He showed that only literature 
belonging to the Jain and Euddhist traditions 
looked at pathiyillaar with sympathy. 
Turning to contemporary Tamil literature, 
he argued that even Jayakanthan’s novella 
Ulakanam Meeriya Kavithai was no 
exception though it contains a sympathetic 
portrayal of a prostitute. 

E Muthaiya’s paper detailed the struggle 
by Piranmalai Kallars against being classified 
as criminal tribes. Based on extensive field 
work and oral histories, his paper narrated 
the story of how the Kallars of Perun- 
kaamanallur village mobilised themselves 
against the forcible registration of theirthumb 
impressions by colonial authorities and how 
19 of them, including a woman Maayakkaal, 
were killed in police firing. 

Muthaiya’s portrayal of inter-caste 
relations in the study uea as amicable was 
questioned by A Marx. He pointed out that 
only in contexts where caste norms were 
transgressed, one would get to know whether 
the apparent unity across castes in 'normar 
times was real. MSS Pandian referred to 
the celebration ofKallars’ valourin the paper 
and noted that it is important to unpack the 
category as it comes overiaid with notions 
of power and closely connected with the 
category of masculinity. 

A Sivasubramaniam, the editor of Tamil 
research quarterly Aaratdchi, analysed in 
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detail Tamil folk narratives dealing with folk 
deities. He argued that those who had 
transgressed caste and other norms and 
become victims of super*onlinate classes in 
the feudal order, were deified by the 
subalterns as deities. Illustrating with his 
^own rich field experience imcollecting folk 
material, he showed how folk narratives and 
oral history are important sources to 
rtxonstruct subaltern histories. 

The second day of the meet began with 
a paper by To Paramasivam on dissent in 
Tamil Vaishnavism. He argued that 
Vaishnavism in Tamil Nadu, unlike Saivism, 
had questioned caste, religious rituals, etc, 
and drawn non-brahmin communities 
including the 'untouchables' towards it. He 
located the reason for this difference bietwee.n 
Tamil Vaishnavism and Saivism in the fact 
that Saivism aligned itself with the rulers as 
a state religion during the Chola period, 
while Vaishnavism was suppressed during 
the same period. 

Kanina Manoharan contested the claims 
of Paramasivam and noted that the so-called 
f radicalism of Vaishnavism was merely a 
strategic move by it to meet a survival crisis. 
He argued that nothing other than a 
programme of miscegeny is worth being 
designated as anti-brahminical. Kanal 
Mainthan intervened to say that Ramanuja, 
in performing thread ceremony for the 
‘untouchables', had only affirmed the 
brahmin as the norm. 

V Arasu's paper on the Gana songs of 
Chennai slumdwellers (sung during times of 
death throughout the night by groups of 
ganja-smoking men) combined an analysis 
of the political economy of Chennai's 
informal labour market and its cultural 
articulation in the form of these songs. The 
first part of his presentation detailed the 
economic and social context of slumd wel iers' 
k lives. Moving on to Gana songs, he aigucd 
that these songs, unlike the folk ones, did 
not exhibit a sense of confidence. However, 
they reject and ndicule the norms of the elites 
by refusing to accept categories of crime, 
cleanliness and morality. Also these songs 
portray their real life .situations by celebrating 
the pleasures of country liquor and ganja and 
decry police harassment. Both Marx and 
Muthaiya raised questions about how women 
figure in these songs. Arasu, in reply, noted 
that these songs are saturated with patriarchal 
values and women normally keep away 
from these singing sessions. 

S Shanmugam's paper was devoted 
entirely to theoretical issues. He argued 
that one needs to free the language of the 
subalterns from the discourse of the nation; 
and instead, one should evolve a new 
discourse which would not foreground 
culture. Shanmugam’s complex presenta¬ 
tion was read as opposed to any identity- 
based politics, and Kanal Manithan charac¬ 
terised it as opposed to any radical political 
initiative. Karuna Manoharan added that 


denying the truth of everything would 
render identities impossible and hence 
politics as well. Shanmugam replied that 
he was not opposed to identity politics, 
but his was a plea for multiple identities 
instead of any one. 

Rajankurai's informal presentation 
interrogated the politics of literary 
representation in contemporary Tamil fiction. 
Through a reading of Ka Na Subramaniam's 
Poithevu and Sundara Ramasamy's Oru 
PuUyamarathin Kathai, among other works, 
he showed how Tamil fiction exhibits a strung 
desire for the feudal past and regresses into 
nostalgia. Though subaltern characters 
populate these fictions, their voices are rather 
stifled/silenced, and arc represented from 
the subject position of the brahmin. 
Rajankurai also expressed his doubts about 
the utility of rejecting realism completely as 
in recent Tamil writings and cited Perunial 
Munigan's fictions written in realist mode 
as an instance of how realism can aid in 
recovering hitherto silenced aspects of 
subaltern social life. 


IN the recent past, our newspapers featured 
two items entitled ‘Incorrigible doc recom¬ 
mends another pig-heart transplant' 
(Namboodri Udayan, T/ie Indian Express, 
January 3, p 4) and ‘Parents say their son 
died due to negligence' (Kailmee Aboozar, 
Bombay Times, January 3, p S). These 
episodes raise vital issues. 

In the first instance, called a fraud by the 
state government, Dhani Ram Baniah with¬ 
drew his fantastic claim that he had ‘success¬ 
fully transplanted the heart of a pig in a man'. 
His ‘guinea pig’ is 32-year-old Puma Saikia, 
whom he advertised as the recipient of a pig's 
heart. Today, Saikia lies unconscious in ‘Heart 
City', Baiuah’s heart care centre at Sonapur, 
20 km from Guwahati. Bamah has got the 
family to sign another ‘bond' which permits 
him to perform a .second transplant of a pig's 
heart. According to his relatives. Puma was 
quite hale and hearty before the mysterious 
12-hour operation that Baruah conducted on 
December 15. “On December 15. we were 
treated to a meal of pork and rice”, recalls 
Someshwar. ‘The hospital cook told us the 
meat was from the pig killed for the heart”. 

The Saikias are middle class farmers from 
Golaghat in Upper Assam. Puma is the third 


The last paper that was presented in the 
meet was by Marthandum Kumaraselva. His 
longish paper deconstructed Ncela 
Padmanaban s novel Puthiya Tbansonanf’al. 
With inimitable humour, he savaged the 
novel' s claim to left politics and showed how 
it articulates the voice of the upper caste 
Nairs/Velialas md suppresses that of the 
Nadars, large sections of whom continue to 
be the Kirmer's victims. 

It was a sense of openness and bon¬ 
homie which pervaded the general dis¬ 
cussion which followed the presentation of 
papers. While Sundar Kali summed up the 
proceedings of the meet, others asked for 
more such meets. With ram slashing down, 
the discussion spilled into informal late 
night sc.sstons in hotel rooms and wayside 
re.staurants. 

Indeed Kuinbakonam has changed. Yet it 
needs to change further. A number of 
participants missed the beef which is normally 
served during lunch in Niroppirtaai 
discussions. Kumbakonam is still a difficult 
town for such transgressions. 


of five brothers. Afflicted with a congenital 
heart problem, he seems to have been the 
victim of typical apathy with winch doctors 
regard poor p.itients. It was a newspaper 
advertisement which drew the .Saikias to 
‘Heart City'. Curiously, Baruah did not think 
it neces.sary to explain to the .Saikias what 
a ‘pig heart transplant' meant. 'Hie .Saikias 
.say they paid Baniah Rs l,(K),(KX) lor the 
operation. Despite several attempts Baruah 
could not becontacted. His hospital is heavily 
guarded and no outsider is allowed access, 
.Stibsc()uenlly Puma died. A rc|xirt in The 
Indian Express, January 13, icvcals that 
Dhani Ram Baruah obtained Rs 45,(X),(X)0 
•A Deutsche Marks from Medos Medizin- 
technik GmbH based in Dresden. Attempts 
by the reporter to get in touch with this 
organisation failed. 

The u.sc of a pig's heart for transplant into 
a human being is yet to pass trials in animals 
and has not been cleared by any authorised 
agency for u.se in man anywhere in the world, 
including India. The use of a pig's heart in 
man is justified only when the pig has been 
so bred that it carries genes identical to those 
in the patient in whom it is to be transplanted. 
Such a heart, it is proposed, is less likely to 


Bizarre Medicine 

Apathy of Monitoring Bodies 

Sunil K Pandya 

Several recent incidents in the medical world, such as the pi^ 
transplant case in Assam, highlight the extraordinarily lax attitude of 
monitoring authorities and their callous disregard for human 
suffering. 
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be rejected by its recipient. The entire 
operation of establishing genetic identity 
between the donor pig and recipient human, 
eniiuring that the surgeon does not transfer 
infections within the pig to the recipient in 
the process of transplantation; and other 
attendant problems have proved so 
formidable that to date no surgeon elsewhere 
in the world has dared to perform such a 
transplant. 

As Baniah rushes in where the world's 
best cardiac surgeons have feared to tread, 
our watchdogs sleep. And here we have a 
surgeon in poorly developed Assam, who 
has twice claimed to have carried out such 
a transplant without any enquiry into his 
credentials, experimental work, organisa¬ 
tional facilities, laboratory expertise, peer 
review and official sanction! Were it not for 
its tragic aspects, such a claim would have 
verged on the ridiculous. The lea.st that is 
expected of the regulatory agencies is an 
immediate halt of all Baruah’s activities. 
The Medical Council of India and that in 
Assam should have investigated all 
aspects of his activities before he started 
his transplantations. Instead, even after the 
events, we see no signs of any activity on 
their part. 

The statement by health minister Kamla 
Kalita, to the state assembly - that the 
government “was examining ail legal pos¬ 
sibilities so that adequate action can be t^en 
against him for trying to sensationalise the 
issue” is even more pathetic. This bureau- 
cratese iseasily translated. “We have decided 
to do nothing for the present as regards the 
scientific aspects of Baruah’s acts. At best 
we may'administer a gentle tap on his 
knuckles fur promoting himself. 

Medical Ethics Flouted 

Baruah has compounded his felony by 
llouting all tenets of medical ethics. The 
news report states that the patient. Puma 
Saikia, .sought treatment from Baniah after 
reading advertisements inserted in local 
newspapers. Everything that Baruah does is 
shrouded in secrecy. The report also suggests 
that truly informed consent was not obtained. 
No medical bulletin has been issued on the 
process undertaken before undertaking this 
sensational surgery, no details on surgery 
and pmgress of the patient after surgery has 
been provided to the medical fraternity or 
the lay public. And our watchdogs continue 
to snore in bliss. 

Theother recent story is equally disturbing. 
Three-and-a-half-year-old Altamash Shaikh 
swallowed a 30-paise coin whilst playing 
with his friends. His parents panicked 
although Altamash did not complain of any 
uneasiness. They rushed him to a general 
practitioner who advised an x-ray. Which 
confirmed that there was acoin in the stomach. 
Shehnaz, Altamash's mother, says she asked 
the docter whether giving their son bananas 
or an enema would nelp bring the coin out. 


He turned down their suggestion and insisted 
they go in for endoscopy. The parents hadn’t 
yet decided what to do and were stili waiting 
for their relatives to advise them when the 
doctor went ahead with the procedure. He 
was an aesthetised after coercing the parents 
give to coiLsent. 

The operation started at 10 pm. At about 
I am the doctor came out of surgery and 
informed the parents that Altamash had died 
on the operating table. The doctor reportedly 
said that he had performed the operation in 
good faith and didn’t know what had gone 
wrong. The father approached the Oshiwara 
police station to register acase of negligoice. 
But according to Oshiwara police officials, 
no case can be registered until the post¬ 
mortem report is out and the cause of death 
is known. 

Examples similar to that narrated in this 
news report are to be found in most news¬ 
papers in different parts of India throughout 
the year. Such reports highlight tragic and, 
unfortunately, common failings: (1) Doctors 
seldom listen to what patients and their 
relatives arc saying. (2) The wishes of patients 
and their relatives are often disregarded. (3) 
Informed consent is the exception. (4) No 
one keeps the patient’s relatives informed on 
complications as soon as they ate noticed 
and on the measures taken to treat them. (5) 
The announcement of death is made in a 
nonchalant manner, no attempt being made 
at explaining what went wrong, what was 
done to avert tragedy and conveying sorrow. 
(6) When there is a case for investigation, 
regulatory authorities - the police and the 
medical councils - avert their faces and do 
their best even to prevent relatives from 
registering a case. (7) There is hardly ever 
a follow-up analysis offered to society at 
large on the eventual outcome in such cases. 
As far as the interested reader can tell, 
everyone lives happily ever after except for 
the family and loved ones of the deceased, 
who must deal with sorrow without any 
consolation or hope of justice. It is not our 
case that accidents can always be prevented 
in medical practice. Vaso-vagal attacks, 
sudden collapse of the patient under 
anaesthesia from unavoidable causes such as 
massive myocardial infarction or pulmonary 
embolism are recorded from time to time in 
all centres throughout the world. 

What disturbs us is the total apathy towards 
such incidents displayed by those agencies 
that have been statutorily created to safeguard 
the interest of patients. Were we to demand 
an account of sudden, unexplained deaths in 
a metropolitan city such as Mumbai, a state 
such as Maharashtra or in the country at 
large, investigations into each and every 
such death and the final conclusions after 
detailed scientific enquiry, we are certain we 
will face a blank w^l. To the best of our 
knowledge, there is not even the post-mortem 
examination on such victims in the vast 
majority of cases! It is not uncommon for 


’cardio-respiratofy fnlure' to be the stided 
cause of (kath entered on the mandatoiy 
certificate. Any attempt at determining whtt 
‘cardio-respiratory foilure’ implies and 
understand what brought on such failure - 
so that steps could be taken to try and 
minimise, if not eliminate them - would 
meet with failure for records are poorly 
maintained and seldom accessible. 

Who will regulate when regulatory bodies 
have proved hopelessly incompetent? When 
such problems are posed to those whose 
business it is to solve such conundrums - 
legislators and bureaucrats-one gets answers 
similar to those provided by the health 
minister of Assam. Catch-22 is very much 
in evidence. Here are three examples we 
have often encountered: 

- Hiere has been no complaint, so how 
can we investigate? And there cannot be a 
complaint for those who should be registering 
it do everything possible to turn away the 
complainant. 

- ‘We are appointing a committee to look 
into this matter', 'nic eternal refuge of the 
procrastinators! The committee report is 
never presented to the public and actions- 
taken on it are shrouded in secrecy. Certainly 
this expensive exercise results in no punitive 
action against the rich, mighty and politically 
well-connected and no improvement is 
evident. 

- ‘Do what you like. If you wish, you can 
even go to court. ’ When multi-million-rupee 
corporations do all they can to avoid any 
appearance in the court of law, knowing of 
the delay not of months or years but of 
decades, how is the average citizen with 
meagre funds to fight against individuals or 
organisations (such as hospitals) with 
immense resoures? 

But all this bypasses the fundamental 
question that begs an answer: Why do those 
in power - governments, bureaucrats, the 
judiciary - permit the continuation of 
regulatory agencies that do not deli ver? Why 
are the fonctionarics in these statutory 
regulatory agencies never hauled up and 
severely penalised? Why are hopelessly 
inefficient and apathetic medical councils 
permitted to survive? Why are they not 
scrapped or recreated in such a manner that 
their existing failings are never allowed to 
prevail? Instead, newer regulatory agencies 
are created. The National Human Rights 
Commi.ssion - in its role as regulator of 
health care malpractice - is an example. We 
are driven to the state where we draw 
consolation from the occasional dig the 
Commission has against the Medical 
Council of India. That the pinprick may not 
even penetrate epidermal layers protecting 
the Council members does not seem to worry 
anyone. And, as you might expect, tire 
government that d^ not feel it important 
to ensure that its original watchdogs^ their f 

duties efficiently, cannot be expected to | 
nurture this new watchdog. 
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Gujarati Entrepreneurship 

Historical Continuity against Changing Perspectives 

Hein Streefkerk 

The transition from pre-machine manufacture to capitalist industry in south Gujarat - between Tapi and Vapi 

- shows important lon^-term and short-term continuities. The first refers to the prominence of the Jain and Vaishnava 
banias from at least the 16th century, in the emergence of manufacturing industry to the present-day. The short¬ 
term continuity pertains to the other group which became involved in the industrial transition during this century 

- petty producers, local artisans who were the first to change to engineering and profited from state-sponsored 
industrialisation. These continuities contrast markedly with the changing perspectives on entrepreneurship in the 
last 30 years. 


I 

Introduction 

AT a distance of 25 km south of the town 
ofBulsar.on the Gujarat-Maharashtra border, 
lies the small industrial town of Vapi. To 
travel from Rulsar to Vapi by train or by car, 
which requires some courage because of 
dangerous traffic, several rivers arc to be 
crossed. The changing colouring of their 
water, ranging from brown, red, blue, and 
purple, announces that Vapi is close. It is 
commonly believed that birds flying over the 
water drop dead as soon as they reach the 
other side of the river. A fact is that in 1994 
‘sarpanches’ (village heads) of about 50 
villages m the neighbourhood of Vapi’s 
industrial estate held a meeting to dtscuss 
the serious chemical pollution of their wells. 
In other words, Vapi is one of the most 
spectacular and at the same time one of the 
most distressing manifestations of the long¬ 
term transformation from pre-machine 
industry to capitalist manufacture of south 
Gujarat on India’s west const. 

For hundreds of years the production of 
cotton fabrics constituted the major pre- 
machine industry of .south Gujarat. During 
the second-half of the 19th century south 
Gujarat witnessed the rise of cotton textile 
mills. Between the early 20th century and 
I960 textiles and its related industries, like 
the production of dyes and the manufacture 
of wooden bobbins and spools, remained 
a major industry in south Gujarat. From the 
1960s onwards, and after 1970 in parti¬ 
cular. its industrial base widened. Plastics, 
engineering products, and chemicals 
became main industries during the past 20 
years. 

In this contribution i will substantiate flie 
idea that the mobilisation and organisation 
of capital, skills and labour, i e, entre¬ 
preneurship, in the long-term transition from 
pre-miichine industry to capitalist manu¬ 
facture in the southern part of south Gujarat 
show important sociological continuities. 
This persistency contrasts strikingly with 


changing perspectives on entrepreneurship 
during the last 30 years. These variations 
are the second topic to be discussed. 
1'heoretical implications and the formulation 
of future research themes conclude the 
contribution. 

II 

Gujarat Plains between 1600 
and 1900 

The present district of Bulsar and its 
administrative headquarters with the same 
name, belong to the south Gujaiat plains 
which spans between the northern riverTapi 
and the former village of Vapi in the south. 
The plains are part of the west coast of 
Gujarat which was, and is one of India’s 
major economic regions. The area achieved 
a considerable degree of commercialisation 
long before the establishment of British rule. 
Its inhabitants had developed long-distance 
trade with Africa. Europe and other parts of 
Asian countries long ago. 

(C)ourse while, striped and checked cotton 
woven in the innumerable villages and small 
towns of Gujarat clothed a large part of the 
population in the Middle East IChaudhuri 
1990:308). 

Initially, economic life gravitated towards 
the cities of Cambay and Broach at the 
northern end of coastal Gujarat. They were 
mam ports and centres of manufacture before 
the city of Surat rose to prominence. Cambay, 
at 130 km north of Surat, was a major centre 
of overseas long-distance trade and one of 
the richest and greatest cosmopolitan cities 
in south Asia in ancient and medieval times, 
and during the Muslim period unto the 17th 
century. Haidiman (1990:30) describes the 
city as a vast emporium which had emerged 
in the 10th century. The goods brought there 
for exchange were cotton textiles and 
foodstuffs from India, silk and porcelain 
from China, spices from Indonetiia, horses 
from Arabia, and woollen cloth from Europe. 
Gold, silver, copper and other precious goods 
were used to pay for these commodities, in 


the city naoney could be changed, and banking 
and shipping services were provided. The 
importance of the city started to decline in 
the early decades of the 16th century when 
the Portuguese took over from Gujaratis the 
control over sea-trade along India’s west 
coast. 

At the mouth of the Narmada river at 60 
km north of Surat, stands Broach. It was the 
other major ancient commercial and industrial 
centre on India’s west coast. It also suffered 
from the silting up of its port and the rise 
of Surat. In thcHoman empire the town was 
known for its Fine textiles. Itscloth remained 
famous in Europe later on [Gokhale 1979:73]. 
The Italian traveller Della Valle reports in 
1663 that Broach weavers supplied textiles 
to places as far as Aleppo and Italy [Chaudhuri 
1990:356]. The manufacture, bleaching, and 
dyeing of cotton cloth of various kinds, and 
shipbuilding were its major industries 
fGokhalc 1979:74). The urban location of 
the textile industry in this region was 
facilitated by the flat plains of wes,em 
India. Wheeled vehicles used as industrial 
transport could easily travel over these 
plains and roads, were not difTicult to con¬ 
struct (Chaudhuri 1990:312]. Chaudhuri 
[ibid: 134-128] uses the ^counts of Fryer, 
an English physician employed by the East 
India Company’sfactory in Surat, todescribe 
Broach and its environments in the I7th 
century, after 100 years of Moghul rule. 
The physician travelled to Broach in 1679 
and compared the south Gujarat plain with 
the thinly populated Iranian plateau, from 
which he had just returned. “Fiyer set out 
on horseback with a retinue of guards and 
a carriage in case riding proved tiring...(He 
was struck by) the busy industrial and 
agricultural scene in south Gujarat. On Persian 
roads there were neither carts, nor coaches 
and wains. Here in India the way was clogged 
and jammed with ‘cafilos’ (caravans)of oxen 
and camels. Teams of bullocks in pairs of 
eight. 12 and 16. were yoked to heavy wagon 
loads with merchandise.. .But here protection 
was needed against marauding soldiers from 
the regular army itself and the outlawed 
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irregular cavalry squadrons...The most 
striking contrast between the two areas was 
the frequent sight of broad rivers and great 
tanks of water in India and their absence in 
Persia...” 

After a few days’ march Fryer reached 
Broach ;”Beyond the plains and the broad 
swift, deep river rose the whitewashed houses 
of Broach. Large sea-going vessels were 
brought right up to the town by skilled pilots 
with cargo of com and salt. The locally- 
grown wheat and cotton contributed in no 
small measure to the industrial and 
commercial prosperity of the area..." 

Fryer also observed the annual Red Sea 
Fleet... which (apart from pilgrims who had 
returned from the hai)) brought back five 
million rupees’ worth of treasure in gold 
and silver. 

In IS73. when the Moghuls replaced the 
sultans as rulers of Gujarat, the region became 
a province of the Moghul empire with the 
provincial capital at Ahmedabad. The 
political consolidation under the Moghuls 
encouraged the expansion of Gujarat’s 
overseas trade in the 16th and 17th centuries 
which generated a greater volume of specie 
in the region. Perlin (1983:48) calls south 
and central Gujarat the most ‘proto- 
capitalised’ of all India’s regions in the 17th 
century. During these two centuries Sural 
developed into a major city and commercial 
centre. It became the chief port of Moghul 
India and its merchants and bankers played 
a central role in the commercial life of south 
Gujarat. 

The establishment of factories of the British 
and Dutch East Indian Companies in Surat 
from 1610 onwards contributed to the city’s 
commercial prominence. This happened after 
the Dutch and English succe.ssfully contested 
Portuguese claims to the monopoly of the 
Asian trade. Between 1618 and 1687 Surat 
was the headquarters of the British East 
Indian Company in western India.' The 
Company rapidly expanded its import of 
Indian cotton textile in this period. It sent 
its agents to purchase the cloth directly from 
weavers in small towns and large villages 
of western India. 

Among these small towns were Navsari, 
Gandhevi and Bulsar, located south of Surat. 
Navsari and Gandhevi were known for their 
fine textiles and heavy cloth used for sails. 
English merchants bought textiles from these 
places because the products were better and 
cheaper than in Surat. Furthermore, both 
towns were centres of shipbuilding. Able 
artisans used the excellent timber from 
surrounding areas to build vessels used for 
the coastal trade. The English and Dutch too 
had theirfrigatesbuiitin these towns[Gokhale 
1979:80,811. 

Bulsar, situated at 60 km south of Surat, 
was less accessible than the other parts of 


south Gujarat [Breman 1974: 27; Gokhale 
1979:81,184). The small town was a local 
trading centre and port, and its inhabitants 
too produced textiles. In 1671 the Frenchman 
Abte Carre described Bulsar as 
(a) .small town peopled with Parsecs, Hindus 
and some Moors. It has tine manufactures 
of cotton and silk stuff... We marched through 
a fine countryside, flat but covered with low 
thick brush wood. I pa.s.sed a pleasant lime 
here in shooting game, with which this part 
of country abounds, viz. peacocks, partridges, 
hares, gazelles, tigers and wild boars 

The town served as a market for cotton and 
silk cloth. Bulsar Banias acted as brokers for 
the Dutch and Engl ish East I ndian Companies 
in Surat (Gokhale 1979.81,118). 

The social and ideological framework of 
caste was the base of pre-machine textile 
industry. In the countryside weavers, and 
other artisans, were assigned a modest place 
in the village hierarchy. Their families 
provided ritual and economic services against 
a yearly reward in kind. Tliese relations were 
exploitative, mitigated however by their 
moral content and they allowed for a basic 
.subsistence at the same time. Often, weavers 
had access to small pieces of land which 
guaranteed them some security as well. The 
commercialisation of the plains of south 
Gujarat meant that weavers in accessible 
villages also produced gotxis for urban and 
overseas markets. 'That’s why they received, 
apart from kind, also cash payments made 
in advance. 

Compared to the villages urban textile 
industry employed many Muslims and it was 
much more specialised.^ These specialists 
included carders, spinners, bleachers, 
printers, and weavers. These, and other 
artisans formed the basis of the urban social 
hierarchy. They worked in their houses made 
of mud and straw, and lived in wards almost 
wholly occupied by members of their own 
occupation. 'ITteir conditions were very poor 
and described as “the home of stark want 
and the dwelling place of bitter woe” (ibid: 
45.46,99). Weavers were the first to suffer 
when calamities such as drought or famine 
occurred. They regulariy left their urban 
localities in search of food. 

At the centre, or rather at top, of the 
organisation of pre machine textile industry 
were Muslims and Parsts and, above all, 
Hindu and Jain banias.^ The latter pcrfomied 
all sorts of mercantile functions including 
shopkeeping, trading, insurance, and banking. 
A system of advance payments governed the 
relations between baniu and weaver. After 
having received from the merchant an 
advance payment the weaver had to produce 
acertain quantity of cloth of specified quality. 
This arrangement can be* taken as a sign of 
the poverty of the weavers, who were unable 


to raise sufficient money to buy IwkI and 
yam during the time they w«»ve the cloth. 
To mcrchiints the contract .system lucaiit that 
they could count upon liu ge enough quanliiics 
of a certain quality. I’liey were thus assiiicd 
of cloth on the arrival of the .shipping season 
[Chaudhuri I990..^2I1 Cash advances were 
made to enable weavers to buy yarn. 
Advances in kind were meant fur subsistence. 
Sometimes weavers were given not more 
than “old worm-eaten decayed corn” 
[Gokhale 1979:451 Yet, also in towns 
production relations were not without moral 
content, they used to overlap with non¬ 
economic bonds [Haynes 19‘)1:39|. 

During the 16th, 17th, and I8ih centuries 
Hindu and Jain banias, consisting of 
numerous endogamous groups, played a 
central role inthccommercial liveot Gujarat. 
1'heir inlluence depended on then networks 
based on ‘kinship and caste’, which stretched 
all over, and beyond south Gujarat. 
Furthermore, they owed their prominence to 
their partnership with Moghul princes and 
British rulers later on. 1'hc.se noblemen 
(‘mansabdars’) were engaged in pennanent 
battles for power and iniluence and needed 
support of moneyed and inllueniial local 
persons. Bania 'sheths' (commercial 
magnates) could provide these funds and 
enabled the nobleman to procure gilts and 
services that c^isured his advancement in the 
imperial hierarchy. Even the emperor himself 
relied heavily on finance from prominent 
Gujarati capitalists. These princes, in their 
turn, provided the banias protective .services 
and tax exemptions. The result was long 
standing ties between Gujarati sheths and 
and powerful Moghul noblemen [Haynes 
1991:2461. Haynes (ibid:24.l) observes that 
maintenance of their ‘ubru’ was a man 
concern ot the banias. The word both suggests 
reliability ot the family business firm and 
its .social, high caste, reputation. 

Socially, business families established their 
reputation through adherence to an austere 
set ot community behaviour .standards: 
restraint and frugality in personal lifestyle, 
observance of ahim.sa (non-harm to li/ing 
creatures), control over the sexuality of female 
family members, abstention from public 
conflicts, avoidance of polluting contacts 
with low-castc persons, and the engagement 
in religious patronage to Vaishnava or Jain 
deities (ibid:244). 

The establishment of factories of the British 
and Dutch East Indian Companies in Surat 
from 1610 onwards contributed to the city's 
commercial prominence as well. This 
happened after the Dutch and English 
successfully detested Portuguese claims to 
the monopoly of the Asian trade. 

Hindu and Jain banias were indispensable 
to English, Dutch, or Portuguese traders. 
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They had intimate knowledge of quality and 
prices of commoditi^ such as indigo and 
textiles; they controlled the weavers; they 
had their own representatives in inland 
markets, and they knew the transportation 
specialists [Gokhalc 1979:1181. Their 
exclusive rights to assay and change money, 
necessitated by the many currencies and coins 
used in the Moghul empire, and their 
investments in imports of bullion into Surat 
contributed to their prominent position as 
well. However, the growth of power of Dutch 
and English traders in coastal Gujarat also 
meant that Surat banias lost a major source 
of theireamings; the overseas trade. Its profits 
were increasingly going to the Dutch who 
gained control over the trade with south-east 
Asia, and over the coa.stal trade with Malabar. 
Later on, in the late 17th and early 18th 
centuries the profits of the coastal trade went 
to the English, who had established 
themselves in Bombay. Hardiman (1990:38) 
argues that as their incomes out of overseas 
business declined merchant capitalists of 
Gujarat, i c, Surat banias, turned their money 
increasingly to internal enterprise. Tbey 
invested their capital in financing rulers; 
controlled trade, brokerage and money 
lending in western India; and they built up 
a vast network of banking houses all over 
India through ‘hundis' (paper money). In the 
17th century agency houses of Gujarati banias 
were found in all principal trading centres 
of the subcontinent such as Lahore, Agra, 
Murshidabad, and, of course, in Gujarati 
towns like Broach and Baroda. The hundi 
network enabled merchants, administrators, 
soldiers, and even European travellers to 
satisfy their financial needs whenever 
necessary fSubramanian 1987:478]. 

During the weakening of Moghul powgr 
after 1700 and the ascendancy of mar^a 
warlords, Surat and its hinterlands suffered 
seriously from plundering and fighting 
marathas. The northern and southern parts 
of coastal Gujarat were the battle-ground 
of two competing maratha families, the 
Peshwas and the Geakwads. In 1734 the 
Geakwads re-captured the town Of Baroda 
and succeeded to establish their hegemony 
insome parts oftheGujarat. Baroda remained 
in their hands and became the capital of 
Baroda state later on. The administrative 
and economic chaos caused by looting 
marathas and struggling local Muslim 
noblemen, together with the transferof British 
foreign trade to Bombay from Surat after 
1680, caused the decline'of the city's pros¬ 
perity after 1700.* 

Ihe collapse of the Moghul political 
system in Surat and the maratha raids against 
the province led to insecure trade routes with 
the hinterland and disruption of bania 
dominated inland trading and credit networks. 


PurthermoK, Sum’s marchaat population 
was under ruthless pressure for revenues 
dictated by struggling Moghul aristocracy. 
Diflicultcommerciai conditions together with 
growing political influence of the British 
East Indian Company in western India, led 
to the emergence of what Subramanian calls 
the Anglo-bania order, which lasted between 
I760and 1860. The British-baniapartnership 
was based on financial support by banias of 
British expanding political and commercial 
ambitions and the banias’ need of stable 
political conditions. Merchants sought 
protection of the East Indian Company against 
Moghul mobility. When the Company took 
over Surat's castle from its Muslim ruler in 
1759, Ihe English were helped by some of 
the city’s traders. The governor-general of 
the East Indian Company acknowledged the 
Company’s duty “to protect the persons and 
properties of that city (Surat)’’ [Haynes 1991: 
254, 255]. The hostilities between the 
Peshwa’s and Geakwads enabled the British 
to reach a definitive agreement with the 
Geakwads over the division of authority in 
Gujarat. They expanded their administrative 
control over a large part of Gujarat’s coastal 
area, including Broach, Surat, and Bulsar 
after 1800. 

‘Pax Britannica’ meant that the people of 
south Gujarat became more firmly 
incorporated in the, British dominated, 
expanding world-economy. The British 
expanded their trade from Bombay with 
China in raw cotton, grown in the present 
district of Broach and in Saurashtra. It led 
to the increased importance of the trade 
connection with Gujarat and renewed the 
commercialisation of the economy of the 
region’ and it also further strengthened the 
British-bania partnership (Subramanian 
1987:485-93,501]. By 1820 Bombay, with 
about l,70,0(X) inhabitants, had become the 
main port of western India. Round 1850 the 
city grew into the major distributing point 
for manufactures in Asia, and the chief 
entrepot for transhipment of raw short-staple 
cotton to Europe. British railroad construction 
after mid-century and certainly the line 
between Bombay and Ahmedabad, 
connecting Bombay by rail with the cotton 
growing areas of south and central Gujarat, 
enhanced still further Bombay’s role as the 
hub of cotton transhipment from Gujarat and 
Nagpur in Maharashtra. Indian cotton 
boomed as American supplies were cut off 
during the American Civil War. 

British rule meant prosperity for a small 
section of the peasantry. However, the 
condition of the majority of the peasants and 
tribals deteriorated, lliey suffered from 
excessive revenue demands, market 
fluctuations, and became uprooted. The Surat 
District Gazetteer (GSGSD:422) writes that 


between 1820 and 1860 the years 1824 and 
1825 in particular were marked by general 
dearth because grain prices rose abnormally 
high. The same Gazetteer(ibid:I89)maitions 
that between 1870 and 1876 agricultural 
prices began to fall, reducing the profits o£^ 
farmers, who had to abandon their lands. The 
clearest testimony of the plight of peasants 
and tribals of south Gujarat are the recurring 
famines between 1800 and 1900. They 
occurred in 1824,1831, 1838,1864, 1871, 
1877 and during the period between 1899 
and 1902 [GSGSD:422,423] 

Another consequence of India’s 
incorporation in the British empire has been 
its deindustrialisation.* I^e-machine textile 
manufacture in Gujarat too was hit by the 
exports of machine-made textiles 
manufactured in Britain. It suffered less when 
compared to other parts of India, e g, Bengal. 
It is true that in Gujarat the production of 
fine cotton goods was damaged by the refined 
material imported from England, but coarser 
varieties were able to withstand British^ 
competition. These goods were considerably 
cheaper and stronger than those produced in 
England. In 1872 Ihe Bombay government 
repotted that the majority of the ‘lower 
classes’ in the Bombay province - to which 
the greater part of Gujarat belonged - still 
wore handspun and handwoven textiles. 
Haynes (1991:41) points to the persistence 
of ariisanal textile production in Surat, like 
‘jari’ and other luxury manufactures such as 
silk. This was partly bccau.se the old ruling 
and landed groups retained .some prosperity 
and because newly emerging elites emulated 
the aristocratic lifestyle of conspicuous 
consumption. In the long run, handloom 
weavers in Gujarat probably suffered less 
from British imports, than from machine- 
made textiles produced in India itself. 

The rise of modem Indian textile industry 
in western India and the emergence of an 
urban industrial labour force began round 
1850. In Bombay the first textile mills, using 
English technology and financed mostly by 
Parsi capital, came into existence between 
1854 and 1857. The number of mills, owned 
by Indian entrepreneurs, increased from 27 
in 1872 to 82 mills in 1900. Bombay’s 
population expanded from 6,44.000 
inhabitants in 1872 to' more than one million 
in 1921 [Kooiman 1978:3, Wolf 1982. 
288,289]. 

In Gujarat, in Ahmedabad at 500 km 
north of Bombay, the first mill financed by 
Indian capital was started in 1861. Abrahmin 
undertook this enterprise. 

The Nagar Brahmin Ranchhodlal had been 
a civil servant in the British administration 
in Gujarat for some time. He was suspended 
from government service on charges of 
corruption. During his service he already 
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Med to esubiish a textile mill and continued 
hit eflbrtt alia hit tutpention. To realise his 
plant he initially contacted a British planter 
and cotton merchant from Broach to help 
him to procure the machines from England. 
These ventures failed but he succeeded when 
he was assisted by Dadabhai Naoroji^ who 
was a partner in the first Indian owned 
mercantile firm in England, which uoded in 
opium, wines, spirits, textiles, and machinery. 
Ranchbodlal’s machinery was shipped from 
London but the vessel carrying the machines 
was lost at sea. In the mean time, the English 
engineer who had arrived earlier in 
Ahmedabad died of cholera. Fortunately, the 
machine was insured and new machines 
were sent from London and reached Bombay 
safely. Because the railway connection 
between Bombay and Ahmedabad was not 
yet completed, the machines were shipped 
from Bombay to Cambay. Buliockcarts 
brought the machinery from this port to 
Ahmedabad. To assemble the machinery he 
used the technical skills of another Nagar 
Brahmin. The machinery was finally installed 
by an English expert, with the help of a 
Portuguese youth. The Englishman also 
taught the labourers, illiterate and ignorant 
of the process of production, the rudiments 
of the new skills required to operate 2,500 
spindles [Mehta 1982:35-53]. 

The city would become one of India's 
leading centres of textile industry. Banias 
became the dominant group of millowners: 
Out of the25 mills in 1898,21 weiecontrolled 
by Jains or Vaishnava banias [Tripathi and 
Mehta 1^)90:88]. Surat saw its first steam- 
driven spinning and weaving mills round 
1890. 

Ill 

Manufacture from Tapi to Vapi, 
1900 and 1995 

Navsari and Bilimora were the first towns 
located south of the river Tapi and the city 
of Sural with machine industries. Unlike the 
southern-most part of south Gujarat, ie, 
Bulsar region, areas situated more to the 
north, including the towns of Bilimora and 
Navsari, belonged to the princely state of 
Baroda. Its Maharaja Sayajirao III (1875- 
1939) was a relatively progressive ruler. He 
tried to modernise the system of levying land 
taxes, introduced - for the first time in India 
- compulsory and free lower education, and 
he attempted to promote industrial develop¬ 
ment in his state. He established, as the first 
state enterprise, a sugar factory near Bilimora. 
Later he started an ice factory and a cotton 
mill elsewhere in the princectom. To attract 
outside industrialists and encourage his 
citizens he started an industrial fund to give 
financial support. His administration granted 
significant tax concessions to industrial 
enterprises and offered at favourable rates 
water, land, rpw materitdi belonging to the 


state; machines, and - at a later stage- 
electricity. An industrial arts and training 
centre was founded, and in 1910 the Bank 
of Baroda was inaugurated. The state 
guaranteed the bank an interest-free minimum 
capital fund of Rs 5,50,000 meant for 
industrial development in the state. In 191S 
a government department of trade and 
industries was established. Its major task 
was to advise manufacturers, traders and 
artisans about industrial development and to 
explore the possibilities forindustnalisation. 
In addition, the state opened several railway 
lines and a workshop for building wooden 
coaches and a repair shop. 

During the first two decades of this century 
these efforts led to the establishment of the 
‘GeakwarTextile Mill' in Bilimora by banias. 
In Navsari a few cotton ginning and pressing 
factories were started round 1900. Thirty 
years later two textile mills and a distillery 
were set up. The mills were owned by 
businessmen from Ahmedabad an Bombay, 
who were attracted by the facilities offerBil 
by the Geakwar. 

The early industrial development in the 
Bilimora-Navsari region of south Gujarat 
consisted of enterprises set up by the Maharaja 
or by people attracted to the region from 
outside the state and of workshops started 
by local entrepreneurs, primarily members 
of artisan castes. In the 1920s ‘suthars’ 
(carpenters), 'luhars' (smiths) and ‘kansaras’ 
^coppersmiths) were able to profit from the 
Raja’s attempt to industrialisation. They were 
engaged in the maintenance of, and 
production for factories in the region. They 
became involved in engineering work, and 
some of them were able to build up a solid 
financial base for later industrial careers. 

Textiles and related products remained 
chief components of the industrial production 
of south Gujarat. Around 1940 the industrial 
production of wooden spools and bobbins 
used in the textile industry became an 
important industry in towns like Bilimora 
and Navsari [Streefkerk 1985:48,51, 
II3.I23.I241'. 

Before the second world war wocxien bobbin*' 
were imported rather cheaply from England. 
Germany and Japan. The European supply 
rapidly fell off after 1940. Opportunities for 
native production increased sharply when 
Japan entered the war in 1941 since it had 
about SO per cent shore of the Indian market 
(Kapadia 1966]. Furthermore, the production 
of Indian textiles increased enormously 
during these yrais due to declining imports 
and the demand from the army. 

For two reasons the bobbin industry 
developed in urban south Gujarat. First, wood 
could be easily obtained from the forested 
eastern parts of district. Second, these towns 
were located along the railroad connecting 


major textile centres in Bombay. Surat and 
Ahmedabad. The sharp increase in demand 
for these articles led to ihc establishment of 
many enterprises owned by artisans from 
Bilimora and Navsari in the 1940s and 19.50s. 
From the late 1950.s onwards, alter the 
saturationof the bobbin market, the industrial 
expansion in Bilimora continued, but into a 
new direction. Artisans like suthars and 
luhars, who had entered Ihc small town's 
political elite, remained in the toreground. 
Engineering remained the base of the town’s 
industrial development but it changed from 
modelling wood to processing metal. Artisans 
improved their lathes and used to manufacture 
products such as drilling ngs. turbines pumps 
for irrigation, lathes and textile machinery 
like power looms. The latter wefc meant for 
the rapidly expanding 'decentralised' 
pnxiuclion of synthetic fibre fabrics in Surat." 
Some of the most successful enterprises 
belonged to fairrilics who started 
manufacturing bobbins in the l9'W)s. In the 
1970s there were more than 1.50 ‘small 
scale’ and ‘medium-scale’ factories in tlie 
town of Bilimora and its immediate 
.surroundings. 

The most remarkable feature of Hiliinora’s 
industrial expansion dunng the 1960s and 
1970s has been the proliferation of agro- 
indu.stries, like the factoncs puxlucing pumps 
for irrigation or manufacturing agricultural 
implements. The post-1950 industrial 
expansion in the town and among local 
artisans has been closely related to Bilimora’s 
favourable location vis-a-vis one of Ihc most 
fertile agricultural regions of south Gujarat, 
known as the ‘garden of Gujarat'. This area, 
located to the north of Bilimora, accounted 
for more than 70 per cent of the district's 
irrigated land in the I9.50.S |Streefkerk, 
1985:117]. However, water supply was 
mainly dependent on well irrigation (GSGSD 
I962:.306,391 ]. Water was lifted from wells 
by leather bags, by persian wheels and by 
pumps worked by oil engines and .sometimes 
by electricity. Rural electrification advanced 
in Ihc 1950s and 1960s [Hommes 1970; 196] 
and it was precisely in the early 19S0s that 
two pump factories in Bilimora began 
producing modem deep-well turbine pumps. 

Industrial machines came to the southern¬ 
most part of south Gujarat, i e, Bulsar area, 
in the 1950s. Between 1900 and 1940 Bulsar 
remained an important centreof timber trade, 
which was controlled by Anavil brahmins. 
Furthermore, it was a major market for 
agricultural products like grass, raw sugar, 
and rice. Banias, Parsis and Muslims 
dominated this trade, exporting products to 
Bhavnagarin Saurashtra, Bombay and Surat. 
Cottage industry was a main part of the 
town's economic life as well. Round i9(X) 
many families were engaged in hand- 
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weaving, making coarse saris, petticoats, 
quilt covers, sheets, etc. 

The ‘bobbin-boom' of the 1940s reached 
Bulsar as well, and here suthars also were 
the first to start manufacturing them. These 
ventures heightened their .social pre.stige and 
led to temporary political prominence of 
some suthars in the town. However, after a 
steady increase during I9S0s and early 1960s 
the number of enterprises fell from 1965 
onwards. Competition increased and profits 
declined. By the 1970s and 1980s some 10 
artisan-owned workshops survived. They did 
not grow, nor prosper, but subsisted 
IStrcefkerk 1985:89]. 

Time and context of emerging machine 
industry in Bulsar area differed from the 
northern Bilimora-Navsari region. Artisans, 
playcdaminorroleinthe transition in Bulsar. 
However, there are major similarities. The 
first is that artisans took advantage from 
changing agricultural conditions in the area 
as soon as thc.se occurred. Initially, agriculture 
in Bulsar area did not encourage local 
entrepreneurs like it did in Bilimora (ibid: 
78,79,117,124). Bulsar district's soil is less 
fertile, water supply was insufficient, and 
villagers less prosperous. 

In the 1970s and 1980s canal irrigation 
expanded in Bulsar district and farmers 
switched to cultivating sugar cane. From 
then onwards, artisan families from Bulsar 
successfully changed to producing heavy 
agricultural implements; and to repairing, 
maintaining, and selling of tractors. 

Ute other similarity is the support by the 
state of the industrialisation in the southern 
parts of the present Bulsar district. After 
I960, with the bifurcation of the Bombay 
state into Maharashtra and Gujarat, the .state 
of Gujarat adopted the role of industnal 
promoter like the Maharaja of Baroda had 
done earlier in his state. It encouraged local 
indu.strial entrepreneurship and it deliberately 
aimed at attracting, or rather bringing back 
to Gujarat, Gujarati capital and 
entrepreneurial expertise from Bombay. It 
provided Gujarati businessmen with 
accommodation as near as possible to 
Bombay, like Bulsar. It envisaged “new , 
rapidly expanding growth points...on the 
southern border of the state at Vapi and 
(Jmbergoan...close to Bombay...’’[GIDC 
1971]. I'he Gujarat Industrial Development 
Corporation (GIDC) became one the mo.st 
important government agencies to promote 
and implement industrialisation policies. The 
establishment of'small-scale industries’was, 
and .still is, one of its main objectives. The 
agency’s duties include the construction, 
financing, and administration of industrial 
c.statcs built in government-chosen locales. 
Bulsar district became an important focus of 
the GIDC in the late 1960s, The largest 


single share, 25 per cent, of the money 
dispensed throughout Gujarat till the end of 
1970was spend in the south of Gujarat (ibid:5). 

The first major industrial establishment 
south of the town of Bulsar, however, came 
beforetheGujarat-Maharashtrasplit.Textile 
magnates from Ahmedabad, the Laibhais - 
a bania dynasty - decided to start the 
production of their own dyestuffs, which till 
then had to be imported. Today the plant 
produces dyes, and large variety of chemical 
products including pharmaceutical, in 
collaboration with American and European 
companies. The choice of the locale of the 
AtuI Company was, apart from the presence 
of water and the railway connection between 
Bombay and Ahmedabad, based on the 
decision of the prime minister of the then 
Bombay state. He, an Anavil brahmin, 
belonged to Bulsar and had his political roots 
in this part of south Gujarat. With the coming 
of AtuI there was a sudden increase in 
employment opportunities; the majority of 
Its more than 3,000 workers came, and still 
comes, from surrounding villages. 

In 1960 one of the first enterprises to be 
shifted from Bombay was established a few 
miles outside Bulsar, which was the native 
place of its bania owners. Between 1970 and 
1990, and certainly during the 1980s 
industrialisation in the region accelerated. 
For instance, opposite the first GIDC estate 
east of Bulsar and built in 1970, a second 
GIDC estate was started in 1985. After a 
modest start in 1970 - only four out of the 
16 pioneering firms in 1971 had survived 
into 1990 - the two estates together now 
accommodate almost 190 small-scale units. 
They are owned largely by Bombaywallas 
and manufacture textiles, plastics and 
engineering products. Furthermore, small- 
scale, and medium- sized industries came up 
along the roads leading out of the town. One 
of these enterprises is a co-operative sugar 
cane factory, signifying the importance of 
canal irrigation and the related increa.se in 
the cultivation of cane by villagers in the 
district. 

By far the most drastic change occurred 
near the present small town of Vapi. on the 
Gujarat-Mahara.shtra border, at 25 km south 
of Bulsar. In 1971 the Gujarat state started 
the construction of Vapi industrial estate. 
1994 the area, which is officially marked as 
a chemical zone, accommodated circa 1,700 
smaller 'id larger factories. This number 
makes Vapi the largest estate in Gujarat. The 
majority of these enterprises are chemical 
industries [Gorfer 1994:98]. 

According to estimates of the Vapi 
Industrial Association these 1,7(X)enterprises 
employ 75,000 workers. This probably is 
conservative estimate, Desai (1995) gives 
the number of 1.25,000 workers, of which 


a nfinority belongs to sumunding villages. 
The majority of the workers is from states 
all over India such as Maharashtra, Orissa, 
Uttar Pradesh, or Kerala and even Nepal 
(ibid:40). They live in ‘colonies' located 
outside the estate; at its fringe; or inside the 
estate, where rents are higher. Others are 
given some shelter by the owners at the 
factory premises. Many have settled in 
surrounding villages, where their presence 
leads tensions between “settled and 
outsiders”. 

Living conditions in colonies are bad: 
Houses and rooms are small and badly built, 
and hygienic conditions are miserable: Tlie 
absence of sewerage causes waterlogging 
which breeds mosquitoes and thus malaria; 
safe drinking water is scarce due to chemical 
contamination; and pollution of air by daily 
emission of all kinds of chemicals threatens 
people’s health in yet another way. Living 
in Vapi is hard to imagine, let alone working 
for 10 to 12 hours in its chemical enterprises. 
Attempts to describe the stinking, steaming, 
and dirty collections of boilers, tubes, pipes, 
electrical wires and open drains wrong the 
harsh reality of unprotected workers. To a 
foreigner, used tostatecontrol over conditions 
of production, work, and living, Vapi is an 
inferno. Even those who are accustomed to 
it, however, do not take Vapi for granted. 
Workers docomplain, but they cannot escape. 
Owners and managers who can afford to 
commute, spend their week-ends in Bombay 
or reside in Bulsar. 

IV 

Theoretical Discus.sions and 
Entrepreneurial Practice 

The historical outline in the previous 
section shows that overseas trade has 
connected south Gujarat with other parts of 
the world since long and that its population 
has been incorporated in a ‘proto-capitalised’ 
economy from at least the 17fh centuiy 
onwards. Pre-machine textiles played a 
central role in the commercialisation of the 
area and its exports. 

During British rule, from the middle of the 
19th century onwards, the area between Tapi 
and Vapi became part of theexpandmg world- 
economy dominated by the British. Again, 
textiles, i e, exports of raw cotton and the 
imports of machine-made textiles, were south 
Gujarat’s main connection with (he 
international market. Round 1880 industrial 
production began in the northern parts of the 
region. It had a modest start in the princedom 
of Baroda. The industrial transition in the 
directly ruled southern parts of the coastal 
area happened later on, from the 1950$ 
onwards. The state supported 
industrialisation in the southern part of the 
district accelerated between 1970 and 1990, 
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to culminate in the Vaplarea. The western 
part of the district thus became integrated 
inone of India’s major industrial belts, which 
includes the booming city of Surat, and 
stretches along the railway-line between 
Bombay and Baroda. 

Vapi exemplifies the unrestrained course 
of this process. The exploitation of labour 
and nature happens in a most crude way, 
unmitigated by a surveying state or a militant 
labour force, in its oppressiveness the 
industrial transition is similar to agricultural 
capitalist transformation in the villages of 
central and south Gujarat, described by 
Breman (198S). The culture of hierarchy and 
structure of inequality, together with the lack 
of sufficient rural and urban sources of 
income, determine the character of capitalist 
transformation in Gujarat and local capitalist 
modernity. 

The transition from pre-machine 
manufacture to capitalist industry in south 
Gujarat - between Tapi and Vapi, shows 
important long-term and short-term 
continuities. 

The first refers to the prominence of the 
ever-present Jain and Vaishnava banias in 
the long-term poKcss from at least the 16th 
century onwards. They were central in the 
organi.sation of pre-machine textile industry 
and played a major role in the emergence 
of manufacturing industry from 1880 
onwards. For instance, they were the first 
owners of the ‘Geakwar Textile Mill' in 
Bilimora; they established the large 
chemical plant of Aiul near the town of 
Buisar; and they owned onc-lhird of the 
almost ISO ‘small-scale industries’ in Buisar 
in 1971 [Streelkerk 1985:56]. At present 
they are among the leading industrialists 
at the industrial estate of Vapi [Goiter 
1994:54]. 

Short • term continuity pertains to the other 
groups which became involved in the 
industrial transition of the region during this 
century. A major category consists of ‘pelty- 
producers’, local artisans like luhars, suthars 
and kunbars, who were the first to change 
toengincering as soon as opportunities arose. 
They profited from state-sponsored 
indu.strialisaiion and state- supported 'green 
revolution’. 

The absence of weavers, whose skills for 
a long time determined the excellent quality 
of Gujarat textiles, is conspicuous. Probably, 
a combination of economic and social 
circumstances stood in the way of their change 
from craft to industry among these artisans. 
Due to the competition of Indian powerlooms 
and British imports their poverty increased. 
Furthermore, their ritual position in the local 
castehieraichy was very low. In south Gujarat 
villages weavers, like Dheds, performed 
ritually unclean services in their villages. 


'The combination of poverty and social 
marginality could explain their absence.” 

The transition from craft to engineering 
happened between 1900 and 1940 in town.s 
such as Bilimora, located in the former 
princedom of Baroda. where they 
consolidated their industrial entrepreneurship 
from the 1950s onwards. I.ater on, though 
in a far more mrxiest manner, artisans of 
Buisar changed to manufacture as well. In 
1971 they owned 20 per e'en! of the ‘small- 
scale industries' of the town. In the l98Us 
and 1990s, after the introduction of canal 
irrigation in the area, some of them became 
successfully engaged in the production ot 
heavy agricultural implements (Streelkerk 
1991]. Nowadays, at Vapi’s industrial estate, 
artisans are an important category of 
entrepreneurs owning neither very small, 
nor very large engineering enterpri.ses. They 
are suthars, kunbhars and kansaras, pi educing 
vessels, pumps and machinery parts for other 
Vapi factories. 

Another short-term continuity is the 
participation in the industrial transition of 
the Anavils brahmins who unlike banias and 
artisans, had and still have a solid agricultural 
base. The area south of Surat, between Tapi 
and Vapi, is "the land of (their) our fathers". 
Even more important, they consider the area 
to be their ‘realm'. In many villages and 
small towns of the coastal plain Anavils, 
former tax-farmers, have been the dominant 
land owning caste since long. 1'hcy formed 
a *rurat-cum-urban caste', engaged also 
outside agriculture, eg, in administration 
and commerce. In the towns and cities of 
south Gujarat, and in Bombay Anavils 
were the first to take advantage of new and 
lucrative opportunities in trade, industry, 
administration, railways, professions and 
education during British rule. After inde¬ 
pendence they kept on dominating south 
Gujarat's political, economic and social life. 
In I97I they owned 12 per cent of the 'small- 
scale industries’ in Buisar, of which the 
majority produced chemicals. In 1990 
Anavils too were among the important 
industrialists at Vapi [Gorter 1994:77, 115, 
117]. Like banias, their ‘primordial reach' 
stretches far beyond south Gujarat into the 
UK and US.'" 

The continuities in early and recent 
entrepreneurial history of south Gujarat 
contrast markedly with the changing, 
ideologically informed, academic debates 
on entrepreneurship in countries like India 
during the last 40 years. The common theme 
of these debates has been the problematic 
nature of industrial transition outside the 
'west', and of Asian and African industrial 
entrepreneurship in particular. The two main 
strands in the debates I will call the cultural 
and the structural perspectives. 


The supportersof the first perspective draw 
their inspiration from Max Weber, who 
formulated the thesis about the connection 
between the rise of Calvinist values and the 
emergence of capit.dist incntaltiy - homo 
cconomicus' - and capitalist enterprise He 
argued that I liiidtiism, because of itsdocti ine 
of 'other-worldly' snlv,ttion and its ulcology 
of caste, offered little scope for c.ipitalist 
mentality to develop and ‘ homo cconomicus’ 
to emerge in India. 

During the 1950s and 19fi0s the cultunil 
perspective governed the study of 
entrepreneurship. It was a cential tenet vil the 
then dominant theory ot 'modernisation'. 
This theory maintained ihai the post- 
independent .socio-economic situation in 
India and elsewhere in Asia and AI nca asked 
lor economic growth to break through the 
deadlock of .social backwardness, rural 
poverty and industnal stagnation. Growth 
required the passing of traditional society, 
that IS. amongst others, the croUing ol the 
primacy of primordial ties and loy:iliics 'li'c 
latter would disappear through lunctional 
differentiation, accompanied by more 
universalistic ideals and norms. 
Entrepreneurs were expected to play a key 
role in this prtKcss. I lowever, the emcipence 
of sufficient and adc(|uale ~ industrial -- 
entrcpreneijrship was said to be h.iinpi'red 
by traditional values and psychological make¬ 
up of enlreprcnciirs-to-be. Actidcmic energy 
was aimed at finding cultuial, social, and 
psychological conditions which created 
proper entrepreneurship; at findings groups 
which through their marginal .social position 
already were culturally and psychologically 
well equipped to play the role of ‘agents in 
development’; and at stiinulaiing them to do 
so." 

There arc at least two rca.sons for the 
popularity of modetnisation theory in the 
19.5f)s and 1960s. The lirst one is its optimism 
about the malleability of social phenomena 
and proce.sses of 'development'. The second 
is its scholarly Icgiiiiiialion ol ‘western’ 
policy lo ‘contain conmuinism’ and »o keep 
newly independent Asian and African 
societies outside the Russian and Chinese 
spheres ot inlliicnce. 

Rc.search in Gujarat in the 1970s showed 
that modernisation theories on entre¬ 
preneurship en-voguc then could not be 
applied there [Streelkerk 1985]. Owners of 
small industrial enterpri.ses in south Gujarat 
did not belong to minorities or culturally 
marginal groups who, therefore, had been 
able to break through “traditional ways of 
doing things”. Neither did they originate 
from groups experiencing changing social 
status which, due to ensuing social and 
cultural ambiguities, could create innovative 
personalities. 
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Those who dominate industrial transition 
in south Gujarat since the early 1970s belong 
to groups who have been in the centre of 
south Gujarat’s urban and rural economic, 
political, social and cultural life since long. 
It is precisely their predominance which 
provides access to finance, administration, 
skills, raw material, labour, and customers, 
required to set up and run industrial 
enterprises Artisans, who arc of a more 
modest social origin, are also well integrated 
in south Gujarat’s towns and villages. They 
could participate because of their technical 
skills. 

For all groups participating in the industrial 
tran.sition it is clear that entrepreneurship is 
a collective phenomenon, which cannot be 
understood in termsof individual motivations 
and actions. Caste and kinship provide 
business people the .social capital required 
for .successful entrepreneurship. Primordial 
ties offer access to and control over skills, 
administration, markets, capital and labour. 
The ideas and stmeture of caste are. instead 
of being eroded, crucial in the mobilisation 
and monopolisation of rc.sourccs, and the 
recruitment and control of labour. 

From the 1970s onwards the quality of 
industrial entrepreneurship became the major 
i-ssue; its supply, i c. its volume was no longer 
considered to be a major bottleneck. The 
.second main strand in the debate on the 
question of industrial entrepreneurship, the 
structural perspective, made itself felt. 

This changed perspective leaned heavily 
on the emerging Marxist inspired critique of 
the ‘modernisation’ approach. The critique 
maintained that worldwide capitalist 
expansion during the last two to three 
centuries brought underdevelopment to 
Africa, Latin-America and Asia. In the 
international academic milieu ‘the 
development of underdevelopment’ became 
common knowledge. In other words. India's 
political economy had to be explained in 
terms of structural dependency and 
subordination which hampered long-term - 
industrial -- capital formation and gave way 
to handicapped or ‘deformed’ industrial 
entrepreneurs. 

I called the ‘deformed’ nature of industrial 
entrepreneurship “commercialism” and used 
the concept to analyse industrial transition 
in south Gujarat. The term refers to the 
inclination of entrepreneurs to invest 
successively and simultaneously into wide 
range of disparate commercial and industrial 
ventures. This attitude implies extreme 
exploitation of labour and redirecting of 
investments as soon as industrial profits 
decrease. Betting on several horses is a 
rational entrepreneurial behaviour, but it 
results in industriali.sation without much 
continuity. 


This attitude had often been perceived as 
part of the transition “from merchant capital 
to industrial capitalism” which, indeed, has 
been the dominant transfer in Gujarat. 
Commercialism was, thus, reduced to the 
business tradition of the new industrial 
entrepreneurs who had been used to “easy 
profits on a short term”. However, the 
commercial style of industrial 
entrepreneurship could not be sufficiently 
explained by the tradition of a specific group. 
Among successful artisan entrepreneurs, 
whose background might suggest otherwise, 
the same tendency could be observed. 
Generally artisans lacked finance and social 
contacts to widen the .scope of their 
investments. Commercialism had to be .seen 
as the consequence of the overall .sikio- 
cconomic structure which, because of the 
iasccurc .supply of raw materials and the lack 
of constantly expanding markcts.cncouragcd 
rather than prevented diverse investments 
and spreading of risks (.Strccfkcrk 198.^1. 

Dining the 1980s and 1990s authors 
challenged the applicability of the 
commercialism thesis and the distinction 
between merchant capitalists and productive 
capitalists.'^ A recent visit to south Gujarat 
forced me to do the same and to rc-apprai.sc 
industrial entrepreneurship. The reasons were 
the enormous increase in the number of 
industrial establishments in the former 
research area. And. perhaps even more 
important, concerns during the last two 
decades. One of these concerns belonged to 
a bania family whose owners I considered 
to be prototypes of commercial industrial 
entrepreneurs. The family was one of the 
main examples to exemplify the style of 
commercial entrepreneurship and the relation 
between commercialism and unstable 
indu.strial development. At present the family 
concern is the largest producer of plastic 
switches and allied products in India. And, 
.still, it owns other commcicial and industrial 
enterprises as well. The family employs 
thousands of workers in more than 40 
establishments .spread all over south Gujarat 
and the western part of Maharashtra. This 
example shows that coupling between style 
of entrepreneurship and the quality of 
industrialisation cannot be taken for granted. 
The first can still stand empirical test, it is 
suitable in contexts characterised by 
economic insecurity and an emphasis on 
social dependability, the capacity to honour 
obligations to family, relatives and other 
primordial relationships. However, the 
conclusion that this sty le of entrepreneurshi p 
neces.sarily leads to uncertain and unstable 
industrialisation needs further re¬ 
examination. 

The former example, together with the 
industrialisation of the southern part of south 


Gujarat, confirmed doubts about the earlier 
conclusion on the connection between style 
of entrepreneurship and long-term 
industrialisation in south Gujarat. They show, 
again, that the ideal of ’objective’ scientific 
research is bound to remain an ideal. 
Anthropological-sociological fieldwork 
articulates this question in particular because 
the researcher is its own research instrument. 

It combines the different stages of research 
within one person, whose perceptions 
inevitably will colour his theoretical 
perspective, the collection of data, and their 
interpretation. In this case, theory, collection, 
and interpretation were informed by the 
structural view that the style of entre¬ 
preneurial prixluction could hardly answer 
India’s quest for long-term industrial capital 
formation. Entrepreneurs were considered 
‘agents in underdevelopment' rather than 
‘indispcn.sabic modcrni.sers’." 

V 

Reflections and Future Research ^ 

Despite their ideological differences and 
related distinct theoretical perspectives the 
cultural and stmclural approache.s arc similar 
in their questioning of the possibility of long¬ 
term employment of capital and labour for 
industnal purposes in countries like India. 
The overall similarity can be explained by 
the common background of the originators 
of these ideas. Marx and Weber were inspired 
by what happened in Europe during their 
lifetimes. Furthermore, orientalist cliches 
permeate their discourses: Capitalist 
modernity is the prerogative of the west 
[Sayer, 1991:14. I09|. However, to blame 
these two founder-fathers of western 
sociology and anthro[x>logy would be too 
easy an excuse for scepticism about long- 
term industrial enterprise in countries like 
India. In a recent treati.se on entrepreneurship 
in Asia and the west Rutten (1994b:46) argues 
against the danger of ‘mirroring’ Asian 
capitalist against their European counterparts. 
The perceived “pseudo- or non-genuine 
capitalist nature of the present south and 
south-east Asian entrepreneurs are partly 
based on postulates about the origins and 
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nature of European industrialists of which 
the validity is seldom questioned”.'^ By 
challenging the theoretical and empirical 
validity of the a.ssumptions of European 
capitalists he points to the distorted view on 
these entrepreneurs and he simultaneously 
shows theethno-centric perspective on Asian 
entrepreneurship. 

The history of south Gujarat since the past 
300 years reveals long- and short-term 
continuities in the transition from pre¬ 
manufacturing industry tocapitalist industrial 
enterprise. This tran.sformation owes its 
specific nature to the dependency of south 
Gujarat and India within the expanding 
capitalist world economy since 1800. Its 
specific nature has been determined, 
furthermore, by local cultural, social and 
political conditions. 

The first conclusion to be drawn from the 
retrospective is the ‘not-so-mystcrious’ and 
‘non-probiematical’role of entreprencurship 
in this transformation. Actually, the 
phenomenon shows a striking social 
continuity over time. Those situated 
strategically in terms of social influence, 
finance, and skills, have been abletocombinc 
Nature, labour and capital in an efficient 
manner. They have certainly been able to do 
so dunng the last three decades of industrial 
transition. 

The other conclusion, largely hidden 
behind the main theme of this essay, pertains 
to persistency in the subordinate manner 
through which labour has been employed in 
pre-machine industry and in capitalist 
enterprise. Histoncal evidence quoted before, 
and recent anthropological and sociological 
research reveal the extremely poor and 
inferiorconditionsof workers in south Gujarat 
then and now.'’ The appalling, unprotected 
living and working conditions of labour at 
the industital estate of Vapi are the most 
recent manifestations of, what I called earlier, 
the unrestrained nature of capitalist 
exploitation in the area between Tapi and 
Vapi. 

Last, but not least, early and recent history 
in particular show the importance of rulers 
and administrators, i c, the state, in protecting 
and supporting entrepreneurship and being 
careless about labour. 

These three conclusions, which probably 
apply to other regions in India and Asia as 
well, must direct future research on capitali.st 
industrial transformation in Asia. The main 
purpose of the research is to determine the 
nature of this process in Asia. Or, in other 
words, to expose, analyse, and explain the 
anthropological-sociological dimensions of 
“capitalist modernity” in Asia from 
comparative perspective. In order to do so 
the study of entrepreneurship and entre¬ 
preneurs per se must be abandoned. The 


example of long-term capitalist trans¬ 
formation of south Gujarat suggests that the 
triangle entrepreneur-labour-slale has to be 
the main focus of future research instead. 

The themes of such a programme should 
include: 

(a) Lifestyles, social and political per¬ 
ceptions, and admini.strativc connections of 
emerging industrial capitalists. 

(b) The relation between state, i c, the 
perception and socio-cultural background 
of administrators, and industrial entre¬ 
preneurship. 

(c) The mode of employment of industrial 
workers. 

(d) Lifestyles, and social and political 
perceptions of workers. 

(e) The relation between state, i e, the 
perception and socio-cultural background ot 
administrators, and industrial labour. 

Notc.s 

[This IS a revised version of ihe paper I delivered 
at the workshop on ‘Asian Entrepreneurs in 
Comparative Perspective’ organised by theCentre 
of Asian .Studies (CASA), University of 
Amsterdam, October .S-6. IWS1 

1 Around 1685 (he English decided to transfer 
the chief seat of the Company’s trade from 
Surat to Bomb.ny The safety of the English 
coniinercial inlcrests could no longer be 
protected due to the turmoil in wc.slcm India 
caused by marauding inarathos. The actual 
tran.sfertookplacein I687(G.SG.SD l%2:1211 

2 In his article ‘The Rural-Urban Networks in 
India*. A M Shah (1989) argues (hat urban 
growth in Gujarat since (he 16th century, ied 
to a greater occupational diversity in cities and 
smaller towns. There were rulers, officials, 
soldiers and clerks; cultural specialists, like 
scholars, priests or dancet s; merchants, traders 
and bankers: artisans and craftsmen, and 
specialised servants. The occupational 
diversification meant the existence of castes 
mainly found in (owns. Apart from the 'urban 
castes‘ Shah distinguishes “castes mainly found 
in vitllagcs”,ond “castes found both in towns 
and villages”. 

3 Subramanian(l992' 165) writes that the tetm 
bania essentially indicated an iK-cupational 
category comprising Hindu and Jain castes 
specialising in commercial activities ,She 
maintains that it is certain that their specialised 
occupation was the key delemiinaiK in the 
building up of the conglomerate bania caste 
structure. 

4 Maratha raids and natural catastrophes 
regularly caused serious famines in and around 
Surat during tte I6lh century. For instance, 
a Dutch account written in 1631 reports'“going 
ashore to a village called .S wally, we saw there 
many people perished of hunger ..as we 
travelled from thence to the city of .Sural, many 
dead bodies lay upon the highway...when we 
came into the city of Surat, we hardly could 
see any living persons...there Is (so) great a 
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stench of dead people at the corner streets the 
dead lay 20 together, one upon the other, 
nobody burning thcin“tGokhalc 1979 22,2.71 
The plague which raged in the city without 
interruption between 1684 1690 has 
contributed tothc decline ol Surai‘s prospenty 
as well (GSGSI) 1962 II 3| 

5 Chua (1986) argues that improved com¬ 
munications hastened comiiMidily production 
in the villages of Gujamt Koarls and bndges 
were constructed and by late 187()s only a few 
villages were no lurther than <0 miles from 
a railway In Broach district, loi instance, 
cotton cultivation compnsed 44 |ier cent of 
total agricultural production Togcihei with 
other crops generally charocteiised as ‘cash‘, 
almost half of tlie cultivated acres were devoted 
tocosh crops in 1874-1875 Furtlicriiiore.liKKi 
crops were meant not only lor MibsiMeiicr of 
those growing (hem, hut also to Iced the large 
number of people involved in cotton culti¬ 
vation 

6 In 1968. M D Moms published a reinici 
pretation of I9lh century Indian economic 
history, claiming that it is unlikely that the . 
traditional .sector geneially speaking did decline 
ahsoliilclyincconomicsignific.ince Hisorticle 
prompted sharp discussions and .still the 
economic effeclsofRnlishimperialismallr.icl 
scholarly interest. In any case it is safe to 
conclude that there is a giMid deal of vaniition 
in the harm done by Hriti.sh iiii|ieria1ism Foi 
instance, urban handicrafts were affected earlier 
than villagt- ones, different types ol village 
crafts were damaged in varying degrees, and 
there were important regional difterences 

7 Dadabhai Naomji, who hod been a I.ilxtral 
member of the British parliainent, would 
become the sci:ond president of the Indian 
National Congress 

8 Sural is one of llic largc.sl centres in the world 
for the production of synthetic fibre l.abncs 
through “individual" looms powered by 
electricity. Since late 1950s the decentralised 
powerloom sector, the city's traditional 
industry, has been growing at a plwnomcnal 
rate [.Shah 199.3] 

9 The danger of generalising is proved by the 
example of the kiiuiiies fioni Bulsar and its 
environments Originally they were weavers 
wlio migrated from the Piiiijah .some 4(X) yean 
ago I Juriiig the first four decades of this ceituiy 
(hey were still engaged in weaving tind 
eiiihroidery work in Bulsar. They were poor 
and enjoyed little social prestige However, 
during the 1940s some changed to “trade and 
service" Others migrated to Africa and the 
Fijis to ama.ss considerable wealth there. At 
present, some of the Bulsar khotnes are quite 
well off. Relatives from a nearby small town 
are the owners of a company in Bombay 
manufacturing a well known brand of biscuits 
and mineral water. 

10 Patidars are such a category in central Gujarat. 
Rutten (1994a) analyses their .share in the 
industrialisation of tlietr region. 

11 See, e g, Robert E Kennedy Jr. ‘The Protestant 
Ethic and (he Parsis' in: Neil J Smelser (ed). 
Readings on Economic Sociology, Prentice 
Hall, Englewood Oiffs, 1965. J W Elder, 
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Industrialisaiim in Hindu Snciety: A Case 
Study in Social Change, Cambridge, 
Massachusetls, I9TO. David C Mi.Clelland 
and David G Winlcr. Monvalmg Economic 
Achievmenl.lhc Free Press, New York, 1969. 
K William Kapp, Hindu Culluie, Kconomic 
Develo/mieni, and Ecimomii Planning in liulia 
Johan Guheen, M N Snnivas, DG Karve. and 
Milton Singer, ‘India's Cultural Values and 
Economic Development; A Discussion’, 
Economic Development and Cultural Change, 
Voi 7. No I, I9,S8; 1-12 Milton B Singer, 
Peligion and Social Change in India: The Max 
Weber Thesis Phase Three. Economic 
Development and Cultural Change, Vol 14, 
No 4, 1966; 497-50.';. 

12 llamss 1982, Holiastioin 1984, Rultcn 1991 
and 1994. Gorier 1994. 

13 This theme is treated mure extensively in 
.Sirecfkcrk 1993. 

14 In their recent publication on the economic 
history of the Netherlands hclwccn 1.500-1815 
De Vnes en Van tier Woude (1995: 205 0 
argue that the Weberian connection between 
Calvinism and capitalist-rational ethics is 
difTicult to prove for the Netherlands in this 
period. 

15 Brcinan 1985 and 1993, Desai 1994, Shtih 
1993, Streeikerk 1985. 
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Eliron in India: Developing Political Capability 


An Imperative for Multinational Enterprise 
in an Era of Globalisation 


Frank L Bartels 
Barry H Pavier 

This paper examines the consequences for political economy and multinational enterprise in the aftermath of 
the resolution of the Uruguay Round for economies such as India. The culmination of the GATT process occurred 
in circumstances which were altogether unexpected when negotiations commenced in 1986. The collapse of the 
Eastern Bloc and the disintegration of the Soviet Union produced a deterioration, during the period of the 
negotiations, in the confidence of advocates of planned socialism in terms of .state regulation of the economy 
which was to prove decisive. This erosion of confidence permitted a comprehensive victory for the promoters 
of global free trade, in the context of capitalism, at Marrakech in 1994. The paper scrutinises how a comhinuiion 
of events unlooked for in December 1993 have altered the state of affairs reflected in the Marrakech Agreement. 

The paper also investigates implications (discipline research and niullinational entcrpri.se operations} for 
international business in the context of states, abandoning command approaches to managing their economics, 
under encouragements from the Bretton Woods Institutions, and expecting that, in a relatively short period, 
unfettered market mechanisms would produce results comparable to even modest indices posted by OECD countries. 
The perceived failure of market reforms to meet objectives of growth and the inability of transition processes 
to lift these countries to competitive levels has begun to shift the balance of argument away from the advocates 
of global free trade back towards the supporters of state intervention at the micro-economic and enterprise levels. 
Taking the example of India, the paper explores prospects Jor multinational enterprise with respect to the state 
in the altering circumstances of international business. 


THIS papcrfocuscs on international business 
and political behaviour - the dynamic co¬ 
existence of corporations and states - in the 
context ot national regulation of the wealth 
generation impacts of multinational 
enterpnses (MNEs) sttategics. The business 
environment post-Uruguay Round pro¬ 
mises increased globalisation. Caution is 
required however because “in the post- 
Uruguay Round era. with tariffs at histori¬ 
cally low levels and disciplines on other 
governmental barriers to trade, public and 
private enterprises will be subject to greater 
international competition. Under such 
circumstances, some may attempt to insu¬ 
late themselves from increased competi¬ 
tion through engaging in private anti compe¬ 
titive practices. This process could well 
contribute to undermining the liberalisation 
negotiated in the Uruguay Round" (Lloyd 
and Sampson 1995:693]. In other words, 
extensive asymmetries developing within 
the global economy after GATT may render 
the modem international political system 
of territorially sovereign states, which 
assumes control over internal affairs, 
unstable. 

For MNEs in Less Developed Countries 
(LDCs) there are some implications which, 
in our view, depart from those of received 
theory and literature on MNEs and business 
strategy. These implications provide a rich 
agenda for future research in managing 


international business in the 21st century, 
tor example, at the interface between 
competition and trade policies as multi¬ 
lateral and unilateral reductions in barriers 
to trade intensifies integration of markets 
across .sovereign and internal borders. In 
exploring the case of the foreign involvement 
in India by Enron Development Corporation 
(EDC), we attempt to add to such a framework 
for research.' 

July 24, 1991 marked a hiatus in the 
relationship India, as a host to foreign direct 
investment (FDl), has with MNEs^ in its 
efforts to generate wealth. Turning from 
hostility to FDl through a constricting 
industrial regime - the ‘license raj’, which 
has led to “negative investor perception... 
of national comlnitment to foreign capital” 
(UNCTAD 1992:82],-^ towards a market- 
oriented and externally focused posture. 
Manmohan Singh - then India’s finance 
mini.stcr - stated “for India to aspire to 
sustained growth at 7 to 9 per cent over the 
next two decades, we have to be prepared 
to encourage a rapid increase in foreign 
direct investment (FDl) to levels com¬ 
parable to China’s $30 billion or more per 
year”(Nicholson l996:29|.MNE.s’ reaction 
to the new Indian policy atmosphere is 
somewhat mixed^ and recent events in¬ 
volving EDC and local government, the 
subject of our analysis, have added to the 
ambivalence by MNEs towards India as a 


host to FDl [Nicholson 1995:23; McCnrk 
1995:16; Clifford I996;37|. 

We propose that, in the aftermath of the 
Uruguay Round and m the context of the 
dynamics of globali.sation and political 
behaviour where the political system ol a 
state is but several sub-systems | i xiwi 19641 
“each with its own distinctive arena of 
power with distinclive patterns in the 
combination ol actors, interactions, and 
outcomes” (Brewer 1992.302|. a legisla¬ 
tively favourable IT)I policy Iramcwork 
docs not equate necessarily with a propi¬ 
tious climate for FDl by MNEs.^ This 
dichotomy is due primarily to the I act that, 
m response to government induced maikct 
failure^ the initial (and subsequent) inter¬ 
national business behaviour (by MNEs) 
“has to be a political one because, with aiit 
thc.se actors' explicit or implicit permission, 
no subsequent economic behaviour is 
normally possible” (Boddewyn and Brewer 
’994:126). 

Hence, in consideration of governments 
as active factors of production or economic 
agents, MNEs need to specifically develop 
a capacity for dialogue and a capability for 
managing successfully present and, more 
importantly, future governments l)cfore they 
have fully taken shape. This organisational 
skill IS necessary so that costs of maintaining 
legitimacy, while exploiting structural maiket 
failure, is less than costs of avoiding or 
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circumventing goventmenl policies in 
ciicumstances when the FDI has strategic 
impoitance. 

It is our contention in examining EDC that 
the MNE in this case faltered in developing 
such a necessary skill and failed to adopt the 
posture of an adequate 'political manner* 
according to Boddewyn and Brewer (1994) 
with the result that changes in the political 
landscape threw into jeopardy not only its 
specific FDI but also other targets of FDI 
(Nicholson 1995:41. Such changes were not 
entirely unexpected given prevailing 
sentiment.^ This paper explores underlying 
issues and proposes a framework for 
researching the prcKcss, and outcomes, of 
MNEs* engagement with political actors 
other than incumbent governments. 

Background 

The .significantly historic* Uruguay Round 
of GAIT [Williams 1993:7], ratified by 111 
out of 125 participants on April 15, 1994 at 
Marrakech, Morocco, in its conclusion in 
December 1993 [Dodwell and Barber 1993:11 
for ambitious global trade (and investment) 
liberalisation promises an enrichment of 
world commerce to the tune of some US 
$270 billion at the onset of the next century.^ 
However, the process of the Round was 
accompanied by an interplay of tensions and 
unprecedented events in international 
political economy as well as major currents 
in international business. The reverberations 
of some (the collapse of centrally planned 
economies of the Soviet Union) are still 
being felt while the implications of currents 
in the environment of international business 
are yet to be experienced altogether or 
anticipated lully. 'Diese major currents may 
be summarised as comprising firstly, the 
maturing of the debt crisis (Dooley et al 
1994:1], its Bretton Wood:s in.'^titutions 
initiated structural adjustments and 
ramifications'^ of market orientation, 
deregulation and pressures tor privatisation.'' 
Secondly, critical changes within 
international competitiveness brought about 
through the global acliviliesof‘Triad’MNEs 
in their relocation search for low factor cos ts' ^ 
as a strategic respon.se to the ‘stagllationary’ 
ensisofthe 197t)s and early l98()s.'^Thirdly, 
the emergence ot international firms based 
on export platforms in the high performance 
Asian economies (HPAEs) resulting from 
the priK’ess of international relocation of 
production [Chen 1996:181-214; Nakarmi 
and Neff 1994] and attendant advances in 
technology. Fourthly, the rcgionalisation of 
the global economy'"* [Emmerij 1992:9-10; 
Petri 1994:5-8]. 

These dynamics have created ditTcrent 
degrees of strategic anticipation and reaction 


in, and among, different regions and 
countries. Sub-Saharan Africa and Latin 
America have felt the brunt of structural 
adjustment. Central and eastern European 
countries in the process of transition have 
been coming to terms with the debilitating 
uncertainties of industrial restructuring 
coupled with the new unsettling experience 
of privatisation and a .sense of, at least in the 
short term, the failure of market reforms 
[Fairlamb 1990:173: Fogel 1995]. 

The autonomous and dependent inter¬ 
mediating HPAEs'^ which are hosts to, and 
increasingly regional sources of, mounting 
FDI Hows [UNCTC 1994:79; Fidler 1996:8; 
Cooke 1996:6] have witnessed the selective 
use of macro-economic instruments 
(comprising a mix of deregulation, 
liberalisation, and reregulation policies) by 
their governments with regard to FDI and 
MNEs. The policy objectives have been 
primarily economic and industrial 
development to prixluce gains in corporate, 
and thereby national, advantage in global 
competitiveness [Lim 1995:205-38]. 

By the late 1980s convergent pressures 
and major currents in international business 
culminated in the marketplace, in its capitalist 
or market socialism configuration, being 
perceived as the solution tocrisis in command 
economics by almost every shade of political 
opinion. In eastern Europe, for instance, in 
1988 a statement by a leading member of 
the Polish .Socialist Party (PPS) - a small 
revolutionary Marxi.stbutanti-Stalinist group 
gave concrete expression to the perception: 
“What we hear is that England's economic 
situation under Thatcher has very much 
improved. I assume that it's not for everyone, 
that there are groups in society that arc losing 
out. But in genera! the social system that 
functions in the west has proved itself to be 
far better than the one which functions in 
the east. And the standard of living of the 
people, the civil liberties, the observance of 
the law, all that is better in England than it 
is here.”'* 

The prominent Soviet Marxist dissident 
Boris Kagarlitsky said much the same at the 
same time, although making a prescient 
qualification. He stated: 

It is necessary to recognise the laws of the 
market, just as any other objective law.s, but 
not simply in order to humbly submit to 
them. Only by recognising the universal laws 
of gravity is it possible to construct a plane 
which will rise into space. The most important 
paradox of the market idea lies in the fact 
that under present Soviet conditions the 
measures proposed by its advocates would 
most likely lead to consequences precisely 
the opposite to those expected - inflation 
running out of control in combination with 
a growth in the numbers of 'temporarily 
unemployed’. The costs of modernisation 


ara not negligible. An unaveidMe fUl in 
living standards and purchasing power of a 
significant part of the population would be 
directly reflected in the market situation. A 
fall in demand, including demand for goods 
of comparatively high quality would give 
rise to a cutback in production and a new 
reduction in employment, and consequently 
also a worsening of the economic situation. 
At the same time monopolistic prices in 
certain fields would still continue to increase 
as before. To put it briefly, measures 
concerned with introducing the principles of 
a free market can lead to such turmoil and 
confusion that the mo.st probable result of 
it would not be a market economy but a 
‘restoration of basic order', by the most rigid 
and archaic administrative measures, from 
which we dreamed of escaping so much. 
‘Market reform’ disorganises the market and 
restores the objective social need for 
bureaucratic centralism.'^ 

Kagarlitsky’s words of seven years ago 
not only illuminate succeeding events in 
eastern Europe with the universal electoral 
success of nco-Stalinist parties, but also 
provide a means for understanding the 
resistance to globalisation that is taking place 
both within and outside the former command 
economies.** 

These countries which have been 
isolationist and nationalistic and whose 
economic policies have e.schewcd, by and 
large, the subsidiary activities of MNEs"* by 
adopting a statist and classic import- 
substituting development trajectory now find 
themselves increasingly having to 
accommodate, and adapt to. the changing 
circumstances of the global economy. This 
world IS characterised nowadays by 
‘borderlessness’ (Ohmae 1990], deregulation 
(Brittan 1992]. and increasing influence, in 
the domestic arena, of traditional and 
emergent MNEs [Vernon 1992]. India, the 
setting of our paper, until recently (1991), 
has typified such countries in significant 
ways.^ Another conspicuous example, in 
contrast, is Vietnam [Bartels and Freeman 
1995:98-100]. However it is in India that 
signs of resistance at cultural and political 
level.s^' appear most prominent. 

Review of Literature 

Theoretical and empirical research 
literature on the foreign involvement of 
MNEs and strategy registers convergence. 
Two strands are evident in established FDI 
literature. The first [Hymer I960] has 
provided a platform for the development of 
transaction costs as lateral determinant of 
firm integration hierarchies (both domestic 
and international) [Williamson 1975] and 
internalisation as a strategic option [Buckley 
1988; Denekamp 1995] forsafeguaiding firm 
specific advantages, to explain, in part, 
internationalisation. The sinews of the second 
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sira^, which may be thought of as 
comikrising process oriented theories 
embraces three different dynamic models 
accentuated internationally - product life 
cycle (Vernon 1979], behavioural theory of 
firm organisation [Cavusgil 1980; Anderson 
1993], and incrementalism [Aharoni 1966; 

^ Johanson and Vahine 1977; Root 1987] to 
account forthcproccssofintemationaiisation. 

This tradition is mirrored, in strategic 
literature, by the change in focus from 
management of international busine,ss to 
global upcratioas [Caves 1971; Bartlett and 
Ghushal 1989] and strategic networking 
[Nohria and Garcia-Port 1991; Hintcrhuber 
and Levin 1994]. It may be argued that the 
nexus between these two literatures is 
provided concisely by the eclectic paradigm 
of PDl which, developed from its original 
(simplistic) trilateral structure [Dunning 
1977] through its reconfiguration [Dunning 
1981], in its most recent version integutes 
not only hierarchies and networks but also 
the “trilogy of extant economic and 
behavioural theories - viz, the theory of 
industrial organi.sation and market entry, the 
theory of location and the theory of the firm" 
[Dunning 199,5.474). 

The structurally interdependent impli¬ 
cations for M NEs in globalisation are exposed 
III an earlier work.^^ The theory of alliance 
capitalism, which parsimoniously accounts 
for some aspects of globalisation (Kobrin 
1993; Wendt 1991], paradoxically calls for 
harmonious interaction between firms and 
governments. However as Barkcma ct al 
(1996:164) sugge.st. not only do "firms 
cniering the global game of FDl face cultural 
adjustment costs, especially when they 
engage in double layered acculturation” but 
also that joint international business 
associations [Oviall and McDougall 1994] 
“reduced cultural barriers through learning” 
[Barkema et al 1996:16.3]. 

The hotly ot theory would sugge.st that 
decision-making in international 
involvement, involving conflict and 
commitment [MinKcs 1994], should have 
resulted in EDC engaging with India via 
some form of intermediation, not only to 
reduce risk but to leverage their learning 
capacity. This does not appear to have 
occurred to any significant extent. 

The case of EDC cannot be divorced 
entirely from India's economic trajectory of 
central planning, with attendant factionalism 
and centre versus state tensions within the 
federal bureaucracy. At independence from 
Britain in August 1947, the Indian economy 
exhibited typical features of colonial 
economies - exemplified by the 'old 
international division of labour’. These 
included piecemeal incorporation of 
agricultural production into the world market 


(cotton, jute, tea, and oilseeds); conspicuous 
backwardness in branches of agriculture not 
so incorporated; limited, although significant, 
industrial sector development; and a very 
high level of primary sectorexpoit orientation 
[Mohan 1992:87-88]. This structure was the 
predominant mechanism which enabled 
capital surpluses to be transferred readily to 
the metropolitan centre, often in the form of 
hard currency to compensate for deficits run 
by the UK [Bagchi 1972:48-49]. 

However India, unlike mo.st other British 
colonies, possessed a signilicanlly interlinked 
domestic industrial infrasiructua'. principally 
although not exclusively, bused in and around 
Bombay and Calcutta. Given that the 
constraints on this sector dunng the colonial 
penod arose from the policy of commercial 
crops export promotion, it is not surprising 
that the dominant figures in private industry 
shared the anti-export bias of nationalist 
politicians who came to power in 1947. This 
phenomenon was most famously expressed 
in the Bombay Plan of 1944, whtch set out 
objectives and guidehnesforeconomic policy 
in an independent India. Under such 
circumstances it is not surprising that the 
dominant economic paradigm became that 
of tlie command economy of the Soviet Union 
[Ranga 1945]. 

This policy created the peculiarly Indian 
version of import substitution - the ‘license 
raj’. It is interesting to note that the 
mechanisms employed were essentially 
extensions of war-time controls introduced 
by the colonial government [Mohan 1992: 
93-94]. Establishments or expansions of 
productive capacity were subject to a series 
of approvals from three ministries- industry, 
commerce and finance. This was linked to 
a policy of allocating foreign exchange which, 
us an expression of the hostility to 
international business, underpinned 
economic strategy. Perversely, this strategy 
suited firms which managed to penetrate the 
licence wall, eitherby themselves or through 
technology joint ventures with an Indian 
collaborator, since they could then exploit 
the protected domestic market via inherent 
monopolistic-oligopolistic advantages [Lall 
and Strecten 1977]. To date, despite 
liberalisation in 1991, the reality of this wall 
is evoked by the expressed frustrations ot 
MNEs doing business in Indiaand is reflected 
in the Indian Constitution which provides 
“three lists for demarcating areas of 
jurisdiction: the union list, the state list, and 
the concurrent list" [Kumar and Thackcr- 
Kumar 1996:11]. 

India’s economic development strategy 
produced an annual average industrial growth 
rate of 7.7 per cent for the period 1950-65, 
but performance dropped to 4 per cent for 
the period 1965-80 [Mohan 1992:103]. A 


H, I ^ 

balance of payments crisis in 1980-81 led 
to an agreement with the IMF for a loan 
facility of SDR .5 billion. In the event only 
SDR 3.9 billion was drawn. The move away 
from the ‘self-reliance’ strategy lollowed 
from 1947 can best be understood by 
appreciating the sigmticam shift m policy by 
the political and bureaucratic elite in central 
govenimcnl. 

In 1947 the new regime had rested upon 
two economic layers tn society - large, 
nationally-based industrial capital and 
regional rich farmer and commcicial elites. 
The latter provided the majority ol Congress 
Party activists and legislatois at lugiunai 
level. In India, astate with adcvolved system 
of government, these groups pos.sessed 
considerable political influence. Alter 
independcnccathirdelemenl wasintroduccd 
- the bureaucracy comprising a managerial 
cadre overseeing state-owned cntcipri.scs and 
paiastatal organisations, supported by their 
auxiliaries in the academic and prolcssionul 
spheres. 

In the .severe political ciisis ot the 1966- . 
75 period, the regional elites exhibited a 
centripetal effect on .state .stiuctuies which 
the govcrninenl of lndir.i Gandhi atiemptcd 
eventually to suppress during the 1975-77 
Slate of Emergency The collapse of the 
emergency revealed the insufficient social 
weight of the state to dominate the national 
polity. The strategic rc-evaluaiion ot this 
failure resulted in the limited hheialisation 
policies of successive ('otigi ess governments 
in 1981-89,^' and then the full-scale 
liberalisation of the new government in July 
1991 heralding the ‘abolition ol the licence 
Raj’. This move, accompanied by majoi 
reservations about the likelihood ol a swift 
increase in FDl, was eiulor.sed by some of 
the domestic industrial entei prises which 
had detended the original strategy. For 
instance: 

My |K-isonul expericiiLe of the licensing 
system has often lieen a nightmare In fact, 
from 1968 we had great diificuliics We 
always gut 30 |X’i cent ot what wc asked for. 
Rajiv Gandhi came in 1984, and brought 
with him the winds of liiierulisation. Even 
then I gul to expand only alter three years. 
The government made all kinds of funny 
conditions How export? Why export? It 
took three years for the capacity in my 
Auiangabad plant to be raised fioin three to 
10 lakhs. And of course wc lust out, because 
wc were not allowed to expand. What the 
government did nut think is that the world 
is not going to wait for you Three bloody 
years. Imagine what could have been done 
in that lime. .We are going to try to be more 
internaiionally compciilive. wc arc going to 
get in foreign collaboration and increase what 
wc already have [Bajaj 1991:16). 

Five years into the reform programme, the 
high expectations of 1991 have only been 
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partially fulfilled. Of the 19,000 PDI 
proposals valued at some US $ 130 billion 
lodged with the government between 1991 
and end of 1994, only a fraction have been 
implemented (Kumar and Thacker-Kumar 
1996; lOJ. GDP, having exceeded 6 per cent 
in 1994-95. was expected to fall to 4.7 per 
cent in 1995-96. inllalion had fallen from 
17 percent in 1991 to 3 percent in February 
1996, hut only at the expense of a credit 
.squeeze so severe that it was having a negati ve 
effect on investment and thus on growth.^** 
Above all. government expenditure and the 
fiscal dcficii were accelerating and state 
.subsidies were still 15 per cent of GDP. This 
meant that stale electricity hoards were still 
financially enviable because their ability to 
inve.st in new capacity to meet the chronic 
problem of power shortfalls and hence 
outages was severely constrained.The 
government's solution to this perennial 
problem - contracting MNEs to construct 
large-scale projects - produced the ENRON 
crisis of 1995-96 which is the subject of the 
diticussion below. 

The government signalled its commitment 
to major change in economic strategy by 
appointing a technocrats*^ Manmohan Singh 
as finance minister, effectively ring-fencing 
him and his policies from the inlcr-play of 
Congress Party factional politics. However, 
this could not prevent the economic 
liberalisation strategy being assailed by a 
change in party control of government at the 
state level. The attempt by India to ameliorate 
its image as a viable investment location is 
encapsulated by N K PSaIvc-India’s power 
minister - "Ennin is not simply another 
power project, the credibility of our refonns 
depend on it” [Nichol.son 1995:4]. And so, 
in the post-1989 world, MNEs find 
lhem.selves in unfamiliar territory. Here 
where they need stability (Pfel fermann 19921 
and a prcdictabilit y that is essential lor pn vate 
sector activity [Fortin 1994:75] they obtain 
instead a challenging combination - the 
fusion of markets on the one hand (which 
they welcome unreservedly) and fission in 
politicsonthcothcrhand.^^ Notwithstanding 
the weakening of the nation-state and the 
advantages to scale of access to larger markets 
that these two forces represent, inherent 
dynamics may lead to such an atomisation 
of sources of political will that economic 
antagonism isinvariable. A possibicoutcomc 
of this contraindicativc process of 
fragmentation and agglomeration is that 
without the state - tangible operating 
institutions and structures - there cannot be 
FDI.“ 

Prospects in the foreseeable future for 
MNF.s arc much less alluring than they 
appeared to be in the halcyon days between 
the collapse of the USSR in December 1991 
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and the GATT Agreement in December 
1993.^** The fusion of markets, associated 
with globalisation, has been accompanied by 
lission in political structures and this 
contraindicativc process heralds an unstable 
future. Most dangerously there has been a 
disintegration of states themselves - Lebanon, 
former Yugoslavia, Somalia, Liberia, and 
Rwanda-Burundi and Zaire. With the partial 
exception of Ixbanon, these have not really 
affected MNEs. However, only two years 
ago there was a serious possibility that the 
failure of the Italian state could lead to a 
Yugoslavia style situation at the heart of the 
European Union. This threat has not 
evaporated. The two mosit aggressive political 
players were the Northern League, whose 
Icadci Umberto Bossi articulates in an 
increasingly persuasive manner wishes to 
jettison the whole ot southern Italy,*'’ and 
the National Alliance which reflecting its 
fascist origins aspires to a centralised all- 
itulian state. A collapse of the Italian state, 
even without civil conflict, would have 
extensive and damaging consequences 
throughout Europe and al.so for MNEs in 
general. 

To reiterate, international business is 
amcemed with how MNEs deal with endemic 
and structural market failure. However, the 
benefits from creating and projecting overseas 
an attractive FDI climate" and so attracting 
MNEs may not be valued according to 
uniform criteria and thus may be apparent 
only.’^ 

In the literature, there are ample 
prescriptions of actions governments have 
to take in order to be successful in attracting 
and retaining FDI, as well as behavioural 
norms '-^ and dispositions to animate policy. 
In general, and in respect uf Kumar and 
Thacker-Kum.'ir (1996; 11) who indicate that 
"although negotiating bureaucracy at the 


central level may not he difficult, the going 
can be very arduous at the state level”, there 
is scant attention to how MNEs may develop 
a posture of dialogue with other than 
incumbent authorities.This incapacity is 
the kernel of the Enron debacle in India and 
shapes an agenda for analysis and research 
in international business. 

The assault took place in 1995 and, in a 
spectacular fa.shion, had a severe impact on 
the Dahhol Power Project investment in the 
state of Maharashtra. The FDI (the most 
significant in India since the 1991 economic 
reform) was planned by EDC with minor 
equity positions of 10 per cent each for 
BECHTEL and General Electric. The US $ 
2.8 billion investment was negotiated and 
agreed in 1991 with the central government 
and the Congress (I) government ol 
Maharashtra, as the first part of competitive 
tendering for eight power projects. This 
initiative was intended to address the 
perennial pivihicm of the Indian economy, 
a power shortfall, which registered a national 
figure of 16 per cent in April 1995 with even 
Maharashtra, the most developed state, facing 
a 8.2 per cent deficit in power (Nicholson 
1995:23], The inability of MNEs todeal with 
other than incumbent governments was given 
vivid illustration through dramatic events in 
the politics of India. Whatever the strategic 
capability of EDC, it was unable to position 
itsorgani.sation in such a manner that political 
changes would not jeopardise valuable 
investments. 

Problems arose after the victory of the 
opposition coalition of two ultra-nght Hindu 
nationalist parties in the March 1995 state 
elections. Hie Maharashtra regional party, 
the Shiv Sena (SS) (the major coalition 
partner), and the nationally spread Bharatiya 
Janata Party (BJP)-^-^ had made vigorous 
resistance to foreign capital a central plank 
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ot their election campaign. By the begin¬ 
ning of April 199S, the new government 
was talking about ‘corrective measures 
against Enron’ [Sidhva and Nicholson 
1995:7]. By the end of June a ministerial 
committee had recommended cancellation 
of the FDl. This cancellation was effected 
on August 4, despite some critical evalua¬ 
tion in anti-BJP/SS sections of the Indian 
press^* following some blood-curdling 
threats from some foreign governmental 
sources, and dire warnings from central 
government ministers about the damage 
that would accrue to India’s chances of 
attracting further inward FDl.-^^ 

In a volte-face and amid deepening 
confusion, the state government suddenly 
indicated that it had not terminated the 
contract, and was open to ‘re-negotiation’.^* 
This was de.spite EDC having another project, 
under negotiation with the BJP government 
of the .state of Rajasthan, being placed open 
to competitive tender. 'The re-negotiations 
with EDC resulted in a revised agreement 
with the Maharashtra government being 
concluded on January 8,1996. Some cynical 
press comment noted that the revisions did 
not address the criticisms originally made by 
the SS-BJP combine.-^’ 

These events came evidently as a complete 
surprise'*^ to EDC (who immediately started 
a cay: for damages), and a nasty shock to 
both foreign and the Congress (I) 
governments all of whom were hoping to 
push forward the limited amount of inward 
FDl. However, despite evident political 
machinations in a pre-election period, there 
arc long-term factors at work which will not 
only affect future FDl in India but which also 
may have more genera! application. MNEs 
may have to develop better their 
organisational ‘wherewithal’ to deal, not with 
incumbent authorities, but with latent and 
nascent political forces in a world of two 
fundamental movements of fusion of markets 
and fission in the body politic. Subsequent 
events have conrirmed the ‘invitation to 
power’ presented to the BJP after the April 
1996 elections.'*' Exit poll data from the 
elections indicates how a significant 
proportion of the social elite - tlie segment 
of the population who would normally be 
considered to be the most favourably inclined 
towards deregulation - .supported a party 
which emphasised hostility to globalisation 
in general and towards MNEs and the 
‘baggage’ that they bring along in FDl 
operations in particular. 

The Congress (I), a party in power for 44 
years since independence, captured only 25 
per cent of graduate voters as against 36 per 
cent for the BJP. Even mote strikingly, the 
social group which above all embodies elite 
characteristics - high caste graduate Hindus 


- registered a 52 per cent vote for the BJP 
as against 25 per cent for Congrc.ss(l).'*^ 

Current concepts in strategic planning** 
(scenario planning, gap analysis, PEST and 
SWOT analysis) would seem insufficient to 
cope. Is it conceivable that in the era of ‘the 
end of history’ [Fukuyama 1992] the kind 
of model organisation (economic 
management and corporate culture) which 
may best fit dealing with fissionable politics 
is that of KMT?**Corporations have financial 
relations (funds support, donations) with 
political parties. What is being examined is 
the potentiality of MNEs becoming political 
entities in the next century and the 
requirement to perform research into this 
area. 

Political formations such as overtly 
regional parties like the SS, but also the BJP, 
represent interests that do not necessarily 
perceive globalisation or liberalisation as 
conferring any benefits. Their social base 
typically rests upon state employees or 
parastatal employees (who obviously 
perceive liberalisation as a threat) and 
industrial and commercial intcie.sts with local 
or regional (i e, state level) markets. In classic 
style, Uiey perceive the entry of MNEs as 
crowding them out of a potential local 
market.** Even worse they see themselves 
being marginalised by favoured col¬ 
laborators. One reason for the increase in 
the SS/BJP vote in Mumbai City in March 
1995 was seen this way, “they (the urban 
middle-class) noticed the numerically 
insignificant new middie-class becoming 
spddcniy enonnously rich through kick-backs 
from multinationals and bank scams 1'his 
middle-class which is numerically larger, 
feels relatively deprived and completely left 
out from the fast channels of kick-backs and 
security scams.’’** 

These reactions to a specific consequence 
of liberalisation extend beyond the ranks of 
those who actually recorded a vote for the 
SS/BJP alliance. The favourable comment 
from sections of the press, not historically 
aligned to such parties, indicates that their 
agenda possesses an extensive legitimacy 
among the Indian middle-clas.scs. Indeed, it 
overlaps with part of the agenda of the Indian 
left, which thereby provides a kind of 
ideological insulation, even though the left 
opposes the Hindu nationalist parties perse. 

In other words, the Enron affair was not 
an ‘accident’. It was a consequential outcome 
of the strategy of liberalisation, since there 
were social forces in existence which per¬ 
ceive the strategy as a threat, and which 
had appropriate political organisations to 
articulate their opposition. Both Enron 
(who.se ignorance is perhaps explicable) and 
the central government (whocertainly should 
have known beitei) were lulled into a feeling 


of complacency based on an assumption that 
the policies of liberalisation and globalisation 
are unstoppable.*’ They arc not. because 
despite the conipromisc cobbled together in 
January 1996, the ho.siility of large sections 
of the Indian population will not evaporate 
because of the inviKation of unstoppable 
impersonal forces. Since these sections have 
the potential to propel into office parties 
rcUccting their aspirations, and which 
possess, in the last instance, an alternative 
to globalisation - autarky. Prospective 
investors need to take these elenicnts into 
account. For it is nut simply the case that 
this is a purely Indian phenoniciiun. In that 
case, investment would simply How else¬ 
where. It is a potential res[HMise m diverse 
circumstances and regions, which, in 
certain circumstances, could uhdcrminc 
globalisation. 

The approval of the revised agreement 
concerning EDC by the short-lived BJP 
cabinet in May 1996 only remlorccs this 
ptiint. Far from dcmon.straliiig the victory of • 
global realities over local parochialism, it 
may be seen as a routine cynical manoeuvre 
by the BJP in an unsuccessful attempt to 
repudiate the charges of unfitness to govern 
that were being made against them pnor to 
the confidence debate. It remained, there¬ 
fore, a provisional rather than substantive 
decision. 

As MNEs continue to be the drivers of 
world prospcnty**amongtheirorganisational 
attributes .should be not only the ability for 
their production chains to span national and 
regional boundaries, but also their capacity 
for intermediation between the future 
apparatus of the state and the market! It 
may be argued that Enron (an engineering 
project-oriented firm) could not deal with 
other than central government because it had 
not internally available an organisational 
mechanism or mandate to deal with any 
utherl(x:usof power. Ina world of tragmented 
polity, this is precisely what MNEs need to 
develop. Enron’s view of the host location 
could be said to be distorted by its perception 
of relations with central authority. The 
question an.ses - how does the strategic centre 
of MNEs deal simultaneously and in a 
meaningful way. with incumbent govern¬ 
ment and their oppositions? MNEs by their 
very definition maintain simultaneous 
engagements with spatially differentiated 
.sovereign authorities across economic 
borders. Learning to manage concurrent and 
spatially differentiated relationships with 
authorities within borders may be required 
increasingly in a future “world of a 1000 
countries’’.*^ One example ot the suggested 
requirement has been, within acircumscribed 
domestic setting, that of MNEs in South 
Africa during the apartheid era.*'' In a very 
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ditferent context, the careers of Armand 
Hamn^ of Occidental and ‘Tiny’ Rowland 
of Lonrho, demonstrate the long-term 
advantages to be gained from this pro-active 
approach.^* 

'The Enron case demonstrates clearly that 
the position of even the most powerful 
MNEs appears precarious (not only because 
of the fragile articulation of integrated 
international sourcing and production)-''^ 
when FDI and foreign involvements ate 
approached with organisational structures 
incapable of dialogue with none other than 
centra] government. The approach to a high 
context business and cultural environment 
exemplified by India with the mind set of 
low context culture (that of the US) fKeegan 
1984:110] without capacity for dialogue of 
an essentially political nature would appear, 
on the strength of this case, to carry a risk 
of failure. While insiders may consider the 
managerial organisation of MNEs poli¬ 
tically capable, it is not fit particularly when 
dealing with situations in which clients 
are not yet the government of the location 
of their FDI. In October 1996, it was repor¬ 
ted that Enron's FDI was “still mired in 
controversy. With the Bombay High Court 
having just concluded its hearings in the 14th 
PIL (Public Interest Litigation) filed against 
the company* s Indian subsidiary, the Dabhol 
Power Company (DPC), it is hardly surprising 
that DPC’s director Joseph Sutton was 
provoked to say that PILs are an abuse of 
the judicial process, a weapon of harassment, 
and actually harm public interest since they 
cau.se uncertainty for foreign investors.’’*-' 

The world of international business in the 
21 century shall probably not have the hues 
or thinking of the Anglo-Saxon world. 
Paradoxically, contrary to the perspective of 
maximising MNEs shareholder values, the 
localisation of subsidiaries within a locale 
in which welfare issues are a primary con¬ 
cern of groups aspiring to government, 
increasingly becomes of paramount im¬ 
portance to the operations of MNEs.*^ In 
much of the world, despite the ‘triumph of 
capitalism' and the failure of markets to 
organise efficiently economic allocation-** 
the separation of state and market is not 
dichotomous and the boundaries are being 
contested continuously. MNEs in 
intermediating between these two modes of 
social organisation may have to become even 
mote social in their relations. 

Conclusion 

The case of Enron in India stimulates a 
persuasive call for new departures in 
international business - research and 
operations - along the dimension MNEs 
organisational management and emergent 
(or nascent) political movements because of 


the trends in global deregulation udiich add 
new complexities, hitherto unimagined, to 
the critical process of internationalisation.*^ 
Due to political fission and nunket hision, 
MNEs at headquarters (whether geo-centric 
or regional) require the development of an 
increasingly sophisticated ability to engage 
with a wide range of political actors (future 
government makers, for instance the 
Refondazia Communista in Italy to give an 
example form a developed country).*This 
should not be in terms of just funding 
‘favourite sons’ or destabilisation. The South 
African precedent indicates benefits which 
may accrue from developing such a 
capability. However, it also indicates the 
necessary long-term nature of such activities. 
The South African enterprises recognised 
that the long-term prospects for the apartheid 
regime remained unviable. Therefore their 
survival depended on accommodating the 
ANC via a dialogue. Most MNEs hitherto 
have not operated on such a time scale as 
far as political-economy and legitimisation 
processes are concerned. In a world 
characterised by intensifying social tensions 
caused by disruption consequent upon the 
reduction of barriers, MNEs face the potential 
of losing substantial assets if they fail to 
engage in this activity of political 
legitimisation. 

In these circumstances, it is reasonable to 
propose that there are returns to value on the 
development by MNEs of high political 
capability in order to gain maximum 
legitimacy in prevailing conditions of hostile 
host attitudes to globalisation. In the case of 
EDCit would appear that the MNE possessed 
a low political capability in an environment 
with an increasingly hostile attitude towards 
globalisation and an explicit anti-MNE. 
Therefore, EDC managers risked moving 
the organisation into a position in which thei r 
Indian internationalisation process would be 
one in which net benefits would accrue to 
the host. 

We would suggest that this analogous to 
the problems experienced by companies 
which fail to take into account the dynamics 
of recontextualisation and internationali¬ 
sation. “If... culmral hegemony were the 
case, however, one would expect products 
transferred cross-culturally to retain their 
original meanings in their new environment. 
But...they don’t. More often than not there 
is a kind 7f skidding of the meanings of 
these products when placed within new 
environments”.*’ 

The complex interweavings of the trends 
of declining bloc discipline and a 
strengthening dynamic for world trade and 
investment combined with frequently 
increasing hostile host attitude to 
globalisation arc introducing situations where 


MNEs require high polHicid c^sabliity to 
manoeuvre through the process of cross- 
border transactions. An inability to develop 
this capability can lead to spectacular failure 
with concomitant financial loses (as EDC 
now faces). At the very least net benefits will 
accrue to the Indian legal profession. An 
alternative strategy for EDC might havebeen 
to negotiate with all the local interests over 
a longer time to produce a consensus that 
they were ‘a good thing’ - in other words 
so that they would not be perceived as being 
part of the globalisation process at all. Thus 
they could insulate themselves from any 
general hostility to globalisation that might 
have been generated within the Indian polity. 

Our paper sought to acknowledge that in 
keeping with theory, firms confront a variety 
of barriers when operating internationally as 
demonstrated by the case of EDC. While 
Hofstede’s work (1984) indicates some of 
the dimensions of this variety, the location 
and internalisation theories of international 
business point to how specificities of firm 
advantage assist in overcoming obstacles. 
However the situation, with India as .a 
metaphor for targe power distance- 
collectivist behaviour within the space 
bounded by power distance and 
individualism/collectivism, and EDC, as an 
internationalising firm from a small power 
distance-individualist behavioural space, 
falling short in its sensitivity to developing 
high context (civil society rather than 
contractual) relations with actors in the 
political system (other than central authority), 
warrants increased research attention. 
Employing the model - political capaNlity 
imperative-expressed diagramaticaily future 
studies of MNEs could add to identifying the 
processes and structures required by MNEs 
to attain legitimacy in circumstances of 
fragmenting polity. Such studies on MNEs 
could add also to case methodology firstly 
by scrutinising non-economic, non-financiai 
performance variables such as level, 
frequency and intensity of cross-cultural 
engagements, ‘surfacing assumptions’ 
[Minkes 1994:81] and interactions by 
management operatives and location-bound 
organisational decision-making to ascertain 
learning. Secondly, by looking anew at the 
variables which capture cultural separation. 
Hofstede’s four variables may form but one 
subset of factors which encapsulate the issues 
towards which MNEs should be acquiring 
proactive sensibility. Other factors could 
include the etymological effects of socio¬ 
linguistics on managerial behaviour in 
international business at the interface of MNE 
managers and hosts, and the emergence of 
oppositional social forces which overtly 
perceive MNEs as malign in intent and 
outcome, to be eitherconstrained or rejected. 
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Sartlett and GKoshal (1991:13) point to 
the paucity of attention to research dealing 
with "the roles and tasks of managers in 
the new environmental, strategic and 
organisational context” (which is now 
recognised as globalisation) and go on to 
state “herein lies one of the key challenges 
and most important opportunities for 
(strategy) research in the 1990s”. Our task 
has been to draw to the attention of 
practitioners and researchers the need for 
managers to develop applications from a 
sophisticated view of functions in thebusiness 
enviromnent, especially political ones in the 
lig^t of political-economic consequences of 
the post-1989 political environment and the 
1994 GATT accord. From an operative and 
strategic perspective, the boundaries of the 
firm as an organisation have become 
increasingly fuzzy and permeable. While 
MNEs have adjusted well to immediate 
operational implications, they have barely 
begun to grapple with the task of developing 
the new skills and capabilities called for in 
this paper and alluded to by Kcnnedy.'^^ 
Research has not begun to address 
comprehensively this issue and so it is not 
unreasonable for research agendas to light 
on this area given the lack of coverage 
described eloquently by Doz and Prahalad 
(1991; IS7-60). Having made this call it must 
be said that the difficulties inherent in 
researching this area cannot be dismissed 
easily. It has to be appreciated that even the 
ground-breaking I-R framework [Prahalad 
and Doz 1987] docs not address the issue 
adequately. 

Notes 

[This paper is an amended version of one first read 
at the Second South China International Business 
Symposium. Macao, November 4-7. 19%.] 

1 While concern for this field was given 
considerable impetus by. Boddewyn (1988) 
and Behrman and Crosse (1990), Vernon 
(19%:.S69) expresses eloquently the rationale 
behind our paper - "The role of the TNC as 
an actor in international relations is a badly 
neglected subject that may well gain in 
importance in the years ahead.” The political 
activities of MNEs ore less well comprehended 
than the behaviour of governments whose 
differentiated economic .and territorially 
sovereign choracteiistics MNEs endeavour to 
exploit in FDI notwithstanding the political 
(external linkages) perspective approach to 
strategic decision-making in organisations 
indicated in Granovetter (1973) and Eccles 
and Crane (1987). 

2 For a comprehensive account of the new 
economic and industrial policy unveiled by 
the Indian finance minisier Manmohon Singh 
to parliament July 24, l99l,seeSChakravati, 
R Jagannathan, 1991, pp 10-19. 


3 In a eelebrated care Coca-Cola nnd IBM were 
eviaed in effect from India in 1977 through 
a requirement for them to dilute equity 
positions. 

4 WheicasGoldar(l9%:l33)assessesthepolicy 
as providing “a big stimulus to foreign direct 
investment (FDI) in India”, others notably 
Singhal. Kaushal and Khanna (1991-16) 
indicated earlier that MNEs were not in a 
hurry to get to India. The UNCTC (1992:84) 
estimated that some 760 FDIs had been 
approved by the end of 1991. However, the 
equity and hence the capital component 
had not lived up to expectations. FDI to 
India in 1990 totalled US $ 0.13 billion but 
has since risen to US $ 2 billion only by 
1995-% in comparison with FDI to high 
perfoimonce Asian economies (HFAEs) and 
even other Asian states (Vietnam in-flow of 
FDI approvals exceeds US $ 17 billion since 
1990). 

5 For an insightful analysis on the factor 
conditions, variables and type of conditions 
that attract FDI see Jackson and Marfcowski, 
1995, pp 159-79. 

6 For a discussion on the transactional cost and 
investment implications of structural and 
endemic market failure, see Dunning 
(1993:332-40) in which the distinction between 
production and transaction costs, because 
investment and market access is controlled by 
political actors at source and in the host, 
provides a basis for analysing the spatial 
organisation of MNEs. 

7 See Busiiuss Week, April 29, 19%, p 3 for 
a summary of changing attitudes to the new 
environment in which protectionist sentiment 
has been growing and where there is visible 
opposition to the power of MNEs in their being 
able to take nuyority ownership positions in 
joint ventures under the new dispensations. 

8 The multilateral trade negotiations of GATT 
have expanded from the 23 participating 
countries in 1947. through the Kennedy and 
Tokyo Rounds (62 participants 1964-67 
and 99 participants 1973-79 respectively) to 
the ambitious Uruguay Round (125 states 
1986-93). 

9 See D Buchan. A Hill, 1993. 

10 See Kennedy (1987:101-31) for various 
perspectives on the international debt cases 

11 See UNCTC (1992, pp 86-89) for a view on 
the trend in regulatory changes affecting many 
countries os diverse os India, Saudi Arabia. 
Vietnam and the number of privatisations 
which posted a figure of approximately 130 
by 1990. 

12 See Dunning (1993:51-101 and 285-310) for 
a discussion on the theory of MNEs and 
empirical evidence on the business of 
international investments which at present 
animate global business. 

13 Sec B Campbell, t K Mytelkn, 1975, 
‘Petrodollar flows. Foreign Aid and Inter¬ 
national Stratification’ .Jottranl o/Wortd Trade 
Law, Vol 9, No 6, Noveiriter-Decemher, pp 
597-621, for a discussion of consequences. 

14 .See Dicfcen (1992) for a comprehensive 
treatment on the impact of regional economic 


integruion ond behaviour of traditional and 
HPAEs MNEs. 

15 The six leading sourtes ol FDI in Vietnam are 
Taiwan, Hong Kong. Japan. .Singapore, South 
Korea, Malaysia with approximately tH. 14.5, 
I0.9.7and4 5perctnl of approved FDI 1988 
95(mid-May)ieiipcciivclyofau«alo(approxi¬ 
mately US $ 13 8 billion [h'lnamial Times, 
January 16. 1996. p 6. Financial Times. 
Ffebiuary 21, 19%, p 6] 

16 Sec Inurnalional Sin-ialism. 1988, Vol 41, 
Winter, p 85. 

17 See Inienuumnal Sociati.sm. 1989, Vol 45, 
Winter, pp 97, 104 

18 Sec N Acherson, ‘lli!>lory m The Remaking’, 
June 9, 19%, Independent im Sunday, p 5 for 
a vie w on how "Russia, embmered by ihe costs 
of market reform and the loss of empire, may 
be about to elect a Commumsi president". 
Acherson reports the opinions of the general 
director of a profitable and tcclinologically 
advanced enterprise in Saratov. Russia. 
Notwithstanding Us eompetilivencss, the 
enterpnse has been undennined by the markei 
reforms and this silualion lias prtipelled the 
general director to supporting the Communi.st' 
Party presidential candid.iie Gennady 
Zyuganov 

19 The government of India p.-issed six FDI 
expropriation acts alTccting 48 international 
firms between l%7and 1975 coinciding with 
the era of antagonistic relations between LDC 
hostgovemmentsandMNEs Thiscrarcached 
Its zenith in 1975 when 28 expropnaling UX!!s 
pa.sscd 83 acts Kobnn (1984) presents an 
informative analysis oi host MNEs relations 
during this period 

20 For an historical appraisal, sec The Indian 
Economy: Problems and Prospects. Biinal 
Jalan (ed), 1992, Penguin, l.oiidun 

21 .Sec T McGirk. 1995. Rushdie tackles 
iiiiprobahlc Mr Big', Independent on .Sunday, 
September 3. p 1.5 For an account of how 
fundamentalist Hindu politics is casting a 
shadow over the Irunsinisstun of so-called 
western values to India via FDI. The vividness 
of resistance lo Ihc cultural atliludcs, 
propensities and values transmuted b]( MNEs 
and FDI is found in Mark Coles report on India 
and how MNEs arc being coerced into 
'becoming Indian' (BBC Radio 4 Today 
programme Apnl 30. 1996) 

22 Sec J H Dunning, l')94-95. 'Globalisation. 
Economic Restructunng and Development’, 
discu.ssion papers in International Investment 
and Business Studies, Senes B, Vol VII, 
No 187, University of Reading, Department, 
Economics, for a discussion on implications 
of globalisation for national governments in 
which the three keys: reducing the power of 
the nation-stale; governments competing as 
oligopolist; direct impact of governments on 
firms in their territorial jurisdiction; and role 
of government in economic activity, ore 
contrasted with Ihe conclusion that Ihe 
‘renaissance of the market system' has not 
reduced the role of government lo a minimalist 
one, especially in LDCs in most of which 
“there is a history of strong interventionist 
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(ovemiMiiii” (p 44). R thouM be noted tiutt 
these MntiniBnts.inafraginenting polity,apply 
equally os well to local authorities. 

23 D D Shamu and H Janson, 1991, ‘Direct 
Foreign Investment - Indian Industrial Policy 
and Transnational CorporationsDepartment 
of Business Studies, Uppsala University, 
Reprint Series. No 3, p 72, indicate the resulting 
co-operative investments involving MNEs 
increasing from under 200 in 1979 to 
appmximately 1,000 by 1986 

24 For an account of the crisis which ha.s affected 
business see K Bose. 1996, ‘Loan Crisis 
Deepens’, Financial Times Survey m Indian 
Banking and Fmmce. April 12. p 31. 

25 See ‘Too good to be true', India Today, March 
31. 19%. 

26 But not an outsider - Monmohan Singh had 
been a governor of the Reserve Bank of India, 
chairman of the Planning Commission and 
most recently, economic adviscrto theotugoing 
Chandrasekhar goveniment. 

27 For on invigorating discussion on the reality 
and implications of this dual process see Becker 
(1991 ;8) and Naisbitt (1995; 11 -13 and 33-40). 

28 The disinvestment by UK and French MNEs 
from .SSA during the 1980s con be ascribed 
in good measure to the collapsed nature of the 
state in Africa. See Bennellf 1990,1994)and 
Baynham (1994) for discussion on the con¬ 
sequences of the breakdown of states. The 
absence of the slate in the Lebanon, Somalia, 
Liberia, Afghanistan. Zaire, and to someextent 
Ex-USSR (at least in terms of transparent legal 
and regulatory frameworks), accounts, to a 
considerable extent, for the absence of FDI at 
sectorwide levels. 

29 See Financial Times, December 16,1993. p I. 

30 See A Gumbel, 'Enter the Independent 
Republic of Padaiiia’, in Independent on 
Sunday, June 9, 1996, p 12 for an illustration 
of the antics of the Northern l^gue. 

31 See Jegalhesan (1996:1-13) for a discussion 
on key issues to be addressed by governments 
in frameworking factor costs, business 
convenience, infrastructure capacity and 
economic concessions into the macro¬ 
economic reception regime for FDI. 

32 See Dicken (1992, Chapter 12) for a 
comprehensive discusttion on the costs and 
benefits of MNEs and their FDI. 

33 Jegathcsan (19%) graphically describes the 
kind of behavioural norm which is not 
conducive to attracting FDI in recounting the 
exchange between the immigration ofRcer of 
a developing country and a visiting German 
investor. The statement by the investor “I am 
looking at the possibility of investing and 
doing business in your country" was met with 
the retort from the immigration officer ‘‘Why, 
vvhat is wrong with your countiyT* 

34 Despite extant strategic literature which 
evokes environnaentai scanning and similar 
responses to an uncertain world (for example 
H Mintzbcrg, 1994, Rethinking Strategic 
Planning, Long Range Planning, Vol 27, No 3. 
pp22-30] research which addresses this critical 
issue is limited. Notable exceptions to this 
lacunae are Boddewyn (1988), Behrman and 


Orosse (1990). Das (l99ffS2-53) limits his 
address to MNEs already established in host 
location. 

35 The difference between these potties comes 
from competing conceptions of Hinduness. 
While the BJP essentially works from the 
existing social order, and so is perceived as 
a brahmin patty, the Shiv Sena emphasises the 
unity of all Hindus, as ^Wnogeneous group, 
against everyone else, who are perceived as 
a threat simply by their existence. This has a 
particular appeal in Maharashtra where certain 
areas are dominated by non-brahmin rich 
farmers. 

36 For instance ‘The Enron Mess', India Today, 
July 31,1995. This publication is committed 
to the secular tradition in Indian politics which 
is pitched against the ‘Hindutva’ (Hinduness 
objectives of Hindu nationalist organisations 
such as the BJPand .SS). See also the Financial 
Times, August 7, 1995, p 4, for a summary 
of Indian daily press comment. Significantly, 
while some of the business press denounced 
the cancellation, others fell into a nationalist 
position supporting the decision. Opposition 
had also come from traditionally left-wing 
sources - sec for instance P Puikaya.stha P, 
1995, ‘The Enron Caper', in Economic and 
Political Weekly, April 22. 

37 .See Financial Times of June 6,1995. p 6, and 
June 16, 1995, p 4 . 

38 See Financial Times of August 16,1995, p 4. 

.39 See ‘Victory More lllusionary Than Real', 

India Today, January 31. 19%. 

40 See M Nicholson (1995), ‘International Press 
Review: Saffron Nationalists Show Colours 
- India’, Financial Times, August 7, 1995. p 
4 for indications on the view about the 
misconception of equating government will 
with that of the people. 

41 Sec M Nicholson (19%). ‘Vajpayee to be 
India's PM'. Financial Times, April 26. p 5 
and May 16, p 6 for a report on how the BJP 
are forming the country’s first Hindu 
government of 'cultural nationalism' having 
campaigned on a platform of "cultural and 
economic nationalism” and promising "free- 
markel economic policies with curbs on some 
foreign investment”. 

42 India Today, May IS, 19%. 

43 See Strategies in Global Competition, 1988, 
Neil Hood and Jon-Erik Vahine (eds), Croom 
Helm. 

44 See Julian Baum (1994). 'The Money 
Machine’, in Far East Economic Review, 
August 11,1994, pp 62-67 for an analysis of 
KMT and discussion on the traiuifonnation of 
political patty into on economic entity and 
itiqilications for MNEs and FDI. 

45 HcnceforinstancelhesmashingofPepsibottles 
and boycott of Kentucky Fried Chicken in 
Bangalore in Financial Times. August 21. 
1995, p 3. 

46 See Gopal Guru, 1995, ‘Assembly Elections 
in Moharastra - Realignment of Forces’ in 
Economic and Political Weekly. April 8,p 735. 

47 See D C Koiten (19%) ‘The ‘Truth about 
Global Competition; The Economic Myths 
behind Globalisation’, Development and Co~ 


operation. No 3. May-Juue, 4-5 for on 
analysis which challenges the conventional 
viewof the inevitability of globalisation. Koiien 
observes that founders of the World Economic 
Forum, inadmitting that severe socio-k'onomic 
dislocation andinstabilityasaresull ofgloboli- 
sation has the potential to unleash a reaction 
which could de.«tabilise western democracies, 
have conceded that the manifest oligopolistic 
powerof MNEsin major industries worldwide 
undermines the process by which benefits may 
accrue from efficient allocation of resources. 

48 See Fortin (1994) for an analysis of the role 
of MNEs in the post-war age. 

49 .See Naisbitt (1995:33-40) for a vision of 
atomistic polity. 

50 Perceiving that apartheid, even in a refonned 
version, was not viable in the long-term, 
sections of South African industry, led by 
Gavin Relly (CEO of Anglo-American 
Corporation) conducted a series of not very 
covert engagements with the African National 
Congress (ANC) in Lusaka. Zambia. This 
pruce.ss paved the way for a settlement which 
has proved to be acceptable, and legitimising, 
for South African MNEs. This proce.ss, limited 
to the domestic arena of the MNEs culminated 
in the establishment, in February 1995, of the 
National Economic Development and Labour 
Council (NEDLAC). This is a Cierman-style 
social bargaining forum “to achieve a consensus 
between government, employees, unions, and 
community organisation over various 
economic and social issues" [Callinicos 
19%' 12 j. Whereas Anglo-.Aracncan had local 
competencies in dealing with the local situation, 
Enron, as an rxtcnuilly ha.sed MNE would not 
have possessed such advantages. Furthermore, 
it would not have perceived a need to acquire 
such capability 

51 See J Moore, R Dowden (1993), ‘Tiny 
Rowland’s Private Empire’, The Independent 
tm Sunday, pp 14-15. for a fascinating insight 
to the application of astute political skills and 
ruthless judgment at work in inleroational 
business in environments which typify 
fragmi nted polity encapsulated by the accolade 
- “One of Rowland’s great skills is his ability 
to ride the political roller-coastei^'. 

52 Due to high intensities in the interlinkages in 
globalisation, the international value chain 
can be subject to damaging disruption by small, 
seemingly insignificant, groups of employees 
(for example the April 19% strike by 3.5(X) 
General Motors stafO- 

.53 India Today, October 15, 19%, pp 66-67. 

54 This is not a new idea as denK>n.strated 
clearly by I A Litvak, and C J Maule, 1975, 
Foreign Corporate Social Responsibility in 
Less Developed Economies’, Journal of 
World Trade Law, Vol 9. No 2, March-April, 
pp 121-35. 

55 See R Peet (1991:43-54) for a critique of 
conventional theories of modernisation and 
allocation within the centre-periphery context 
of development. 

56 See S I Kobrin (19%), ‘Globalisation and 
Multinationals' in Mastering Management, 
Financial Times Series, Part 19, pp 13-14, for 
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a (fiscussion on the socio-political context of 
globalisation. Kobrin states that “managets of 
multinationals will have to deal with an 
economic and political environment of in- 
erasing ambiguity and uncertainty for some 
time to come. While political risk has always 
been of concern, typically it involved a single 
company and a single government. The ‘new' 
political nsk is likely to involve multiple 
companies and multiple governments- alliance 
partners with diffeient strategic objectives 
caught between three, four or five governments 
with different policy objectives and economic 
philo.sophies". 

^7 Mary YokoBnuinen and JainesM Wilson III, 
‘Recontextualisation and Internationalisation 
Stnuegies: Lessons in Tmnscultural Materia¬ 
lism from the Walt Disney Company'. CEMS 
Suidness Review. Vol I, Nos I and 2, 19%, 
p98. 

.*18 For a discussion dn effects of globalisation and 
consequences, including Iheshift of electorates 
to the right (viz, India and the BJP/SS), Paul 
Kennedy in his 'Globalisation and its 
Discontents' - The Analysis Lecluie for the 
BBC, Radio 4. 20:(X), May 30, 19% - states 
that while MNEs an: being economically active 
by the ‘rules of the competition game' and 
dynamically relocating, governments have not 
gra.spcd the need to addtess the issues on a 
world international scale 
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Debt, Where Is Thy Sting? 

Leverage and Corporate Performance 

Sumit K Mi^umdar 

This paper examines the relationship between the debt-equi ty ratio and performance for a large sample of 
Indian firms. Extant theory posits a positive relationship between leverage and economic performance and this 
relationship is found to be valid in western economies. Analysis of data for a very large and representative sample 
of Indian firms, however, reveals the relationship for these firms to be significantly negative. The structure of 
capital markets in India, where both short-term and long-term lending institutions are predominantly government- 
owned, is postulated to account for the finding of this relationship, and it is shown that corporate governance 
mechanisms which work in the west will not work in the Indian context unless the supply of loan capital is privatised. 


A MAJOR corporate governance issue is 
the relationship between the level of debt in 
firms’ capital structure and economic 
performance. Though the main Modigliani 
and Miller (1958) theorem, which revolu¬ 
tionised corporate finance, suggested that 
the relative level of debt or equity was 
inconsequential from an economic view¬ 
point, following the postulates of agency 
theory, as originally articulated by Adam 
Smith (1776) and re-aiticulated by Jensen 
and Meckling (1976). a number of quali¬ 
fications have been made to suggest that 
the level of debt has a non-neutral and in 
fact a positive impact on firms’ behaviour 
and performance. 

This paper reports the results of a study 
examining the relationship between the levels 
of debt in firms’ capital structures and their 
performance, for a large and representative 
sample of Indian firms. From the point of 
view of enhancing awareness and under¬ 
standing of corporate governance issues, a 
relevant question is; do the canons of the 
contemporary governance literature also hold 
in the context of a transition economy? ’The 
ideas in the governance literature have 
evolved against a backdrop of contemporary 
capitalist institutions, and their development 
has been heavily influenced by the nature 
of the political and economic environment 
firms face in the west. While there is a large 
literature evaluating the behaviour and per¬ 
formance implications of debt in a western 
context [Bradley, Jarrell and Kim 1980; 
Titman and Wessels 1988] little is empirically 
known about such issues in developing 
economies. Therefore, a point at issue is: are 
western corporate governance ideas valid in 
transition or developing economy contexts, 
or do they need to be re-assessed in light of 
what data may reveal about these different 
economies? 

The Indian economy is in the throes of a 
major economic transition, since 1991, and 
India is very much in the news as a location 
of contemporary economicconsequence; yet, 
extremely little factual data and evidence 
about corporate governance issues with 


respect to Indian firms exists in the literature, 
though much is made in the popular press 
about these issues. This paper makes a con¬ 
tribution by attempting to fill the gap that 
exists between interest and evidence, ex¬ 
ploring the relatively narrow governance 
issue described to do so, and the paper unfolds 
as follows. In the next section theoretical 
issues are discussed and details of the study 
are described in thereafter. The following 
part reports the results obtained which are 
discussed in detail, while the final part 
concludes the paper. 

Theoreticai. Issues 

Why might the level of debt have a non¬ 
neutral, and positive, impact on firms’ 
behaviour and performance? Three ideas, 
in increasing order of importance and 
application are relevant. The first is the 
incentive signalling approach. If two firms 
have differing prospects, which are known 
by the management but not discerned by 
investors, debt can be used to signal the 
fact that prospects differ. Ross (1977) argues 
that a firm with better prospects can issue 
more debt than one with lower prospects, 
because the issue of debt by the latter will 
result in a higher probability of bankruptcy 
because of debt-servicing costs which is a 
costly outcome to management. Therefore, 
a higher level of debt will be associated 
with a higher level of performance. The 
second idea, one of resource constraints, is 
advanced by Jensen and Meckling (1976). 
Where an entrepreneur has limited resour¬ 
ces, then should capital be raised as equity 
or debt becomes an issue. The placement 
of equity dilutes an owner-manager's share 
of profits, and thereby entrepreneurial 
incentives, motivating on-the-job con¬ 
sumption. Raising debt avoids the sacrifice 
of incentive intensity since the entrepreneur 
can internalise to a greater degree the bene¬ 
fits of superior profitability. Therefore, more 
highly leveraged firms will be more 
profitable, since the entrepreneur or owner- 
manager will not have undertaken on-the- 
job consumption. 


As Williamson (1988) contends, how¬ 
ever, the modem corporation with no single 
owner-manager, with diverse ownership, and 
where there is separation of ownership and 
control, is more ubiquitous in the con¬ 
temporary industrial landscape Thercrorc. 
what is the duty that debt peifornis when it 
is a part of the capital structure ot a large 
corporation, an organisational form .seen very 
much also in the Indian context, is a mote 
germane issue The relevant idea with which 
to address it, articulated by Grossman and 
Hart (1986) and Jensen (1986). is one ot 
bonding. The behavioural assumpiion 
underlying the idea of bonding one of is 
managenalisnfi, and the bonding idea com¬ 
bines the idea of both incentive signalling 
and resource constraint. 

Assuming that management owns little 
equity, as a result of which a switch from 
debt finance to equity finance does not 
change managements' benefit from an 
increa.se in profit directly, the incentive 
effect of debt is to avoid bankruptcy. 
Grossman and Hart (1986) and Jensen 
(1986) assume managerial discretionary 
behaviuor, arid deb! serves both as a signal 
as well as a check on managerial di.scretion. 
The issuance of debt, a fact which is easily 
observed, permits the market to make 
inferences about a firm’s strategics, thb 
quality of projects and iis likely perfor¬ 
mance, something more difficult to fathom 
out, and these influences are reflected in the 
market’s valuation of a firm. Thus, a firm 
may issue debt to persuade the market that 
the management will pursue profits rather 
than undertake managerial discretionary 
behaviour. By issuing debt, management, as 
agent, deliberately changes its incentive 
structure so as to bring it in line with those 
of shareholders, the principals, because of 
the resulting impact on market value; or, in 
other words, management bonds itself to act 
in the best interest of its shareholders. 
Therefore, again, higher levels of debt in the 
firms capiud structure will be associated 
with higher performance levels [Grossman 
and Hart 1986]. 
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Empirical Analysis 

An extensive firm-levei data set, containing 
information for over 1,000 Indian firms, 
forms the basis for empirical analysis. These 
data were obtained from the Center for 
Monitoring the Indian Economy (CMIE) and 
supplemented by Bombay Stock Exchange 
data. Guidance in data collection was also 
provided by officers of the Department of 
Statistical Analy.sis and Computer Services 
of the Rc.scrve Bank of India. The data are 
cros.s-sectional for each fl rm and are col lected 
for one of the years between 1988 and 1994, 
depending on the availability of all key 
variables for that year, with missing value 
problems being sought to be avoided as far 
as possible. 

To asse.ss the impact that leverage has on 
corporate performance in the Indian context, 
debt equity, which is a ratio of the debt to 
equity in the capital structure of the firms 
studied, is used as the principal explanatory 
variable in a model where the dependent 
variable is profitability. Profitability is 
measured as the percentage of pnrfit to sales, 
following precedence in the literature 
(Cowling and Waterson 1976]. A number of 
other factors are also controlled for. 

The regression results are obtained using 
the heteroscedastic-consistent covariance 
matrix estimation [White 1980] to correct 
for the pre.scnce ol heterosccdasticity. 
Debt equity is found to be negative and 
significant. The magnitude of the coefficient 
that is estimated is also substantial, and the 
significance of the relationship is at the 
p < .001 level. These are counter-factual 
findings which go against the postulates and 
assumptions of received theory in the 
corporate governance area. Explanations as 
to why the presence of a greater level of debt 
in the capital structure of firms have to be 
rooted in the Indian context, and applicability 
of concepts of corporate governance to 
transition economies needs re-appraisal in 
light of institutional factors that arc com¬ 
monly noted in such economies, such as 
India. 

The supply of debt capital in India is 
primarily in the hands of the public sector, 
though equity capita! is supplied by private 
individuals, and every conceivable instihition 
in the Indian financial sector is owned by 
the government [Jalan 1991]. In 1956 the 
life insurance business was nationalised, 
followed by the nationalisation of the 
general insurance sector in 1973. While 
insurance companies are not primarily lenders 
of debt, the objective is to highlight the 
pervasive hand of government in financial 
operations. 

In 1969 commercial banks, which make 
short-term working capital loans to industry, 
were almost fully nationalised, followed by 
a second wave of nationalisations in the 


1980$ wbichlefilallbut the smallest andmost 
insignificant banks in the hands of the 
government. Institutions making long-term 
loans were also established, de-novo, by the 
government. For example, the Industrial 
Finance Corporation of India was set up in 
1948 and the Industrial Development Bank 
of India in 1964. These are the two major 
suppliers of long-term debt to Indian industry. 
There arc also a number of specialised long¬ 
term lenders, ail owned by the government, 
such as the Industrial Reconstruction Bank 
of India, the Small Industries Development 
Bank of India and the Shipping Credit and 
Investment Corporation of India which has 
been promoted by the Industrial Credit and 
Investment Corporation of India. 

Apart from these central government- 
owned financial institutions, almost every 
major Indian state, there being 25 .states in 
India's fixicral structure, hasa State Financial 
Corporation, a State Industrial Development 
Corporation and a State Industrial Investment 
Corporation. Notable examples of each 
category are the Gujarat State Financial 
Corporation, the State Industrial and 
Investment Corporation of Maharashtra and 
the West Bengal Industrial Development 
Corporation. These corporations are also 
major long-term debt suppliers to industry. 
The only major private sector financial 
institution in India is the Industrial Credit 
and Investment Corporation of India; on its 
board of directors, however, the government 
has a very noticeable presence and in reality 
it is a semi-private organisation. In all Indian 
long-term oriented financial institutions, the 
granting of loans to the extent of often twice 
the level of equity capital in firms has been 
the norm unlike in the US where .such high 
leverage ratios are rarely noted, and in India 
commercial banks have been very liberal 
with their lending. 

The financial sector in India is almost 
completely state-owned; therefore, what 
arc some theoretical implications that arise 
from this pattern of ownership? Why might 
leverage be negatively related to per¬ 
formance? Explanations based on analysing 
distinctions between privately-owned and 
state-owned enterprises follow. Property 
rights, which are rights over the enjoyment 
and disposal of assets, get attenuated in 
state- or government-owned institutions 
because a market for corporate control is 
absent. Unlike in the west, where financial 
institutions themselves are subject tocapital- 
market discipline and control, in India 
financial institutions do not face any such 
constraints, and there is one major con¬ 
sequence as a result of the existence of such 
a situation. 

Because Indian banks and financial 
enterprises are not subject to the discipline 
of their owner-principals, which is the 
government, firms which have taken loans 


from these financial institutions do not feel 
the need to change their own incentive 
structures by the bonding behaviour that 
Grossman arid Hart (1986) posit happens in 
the west. The banks and financial institutions 
which arc owed debt by firms are not likely 
to be called upon to suffer from making bad 
loan decisionsby theirown principals because 
the government, in theory, has deep pockets 
and the encouragement of industrial 
development has been one of the policy 
goals of the Indian government. Therefore, 
banks and financial institutions have re¬ 
duced incentives for monitoring their debtor 
firms. From the debtor firms’ point of view, 
the knowledge that debt-holders' presence 
is inconsequential or irrelevant, then, en¬ 
courages managers towards undertaking 
discretionary behaviour, with negative per¬ 
formance consequences. 

In a practical sense, the above situation 
ought not to exist because banks and finan¬ 
cial institutions’ ownership is normally 
vested in one government department which 
holds all the shares on behalf of the 
government. Thus, ownership is not diffused 
but vested in one owner who or which can 
exercise control. From the debtor firms’ 
perspective, this fact ought to encourage 
bonding because theirdebt suppliers are likely 
to face strong monitoring and performance 
pressures themselves. However, this is not 
the case since the fuzziness of owners’ identity 
crops up. The government department 
owning shares in financial institutions is 
itself an agency for citizens who are, therefore, 
ther/cjure owners of the financial institutions. 
This implies that the control of Indian 
tinancial enterprises, being undertaken by 
civil servants of the concerned government 
department is vested in persons who are 
themselves agents of the citizens of the state 
monitoring other agents: the banks and 
financial institutions' managers. 

Following Majumdar (1995), the con¬ 
sequences of the above situation can be 
articulated as follows. As a collection of 
many principals, citizens of astate face severe 
agency problems. Citizens in a democracy 
neither have the incentives, because of free¬ 
riding problems, nor do they find it easy to 
control managers in state-owned enterprises 
such as financial institutions. The very 
diffuseness of public ownership implies that 
citizens acting individually have very small 
probabilities in influencing outcomes, or in 
expressing their voice. As a result, financial 
enterprises become proprietary organisa¬ 
tions owned de facto by civil servants or 
politicians, who seek theirown tents [Bardhan 
1984], while managers in such institutions 
know that they are free of both market 
discipline or sanctions from the ultimate 
principals, the cktzensof the state. For debtor 
firms’ managers, debt is felt to be owed to 
the public-at-large who can effectively do 
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Thus, the greater the quantum of 
debt in the capital structure, the greats is 
the profligacy, or the lack of effort, on the 
part of Indian managers and corporate 
performance is significantly negatively 
impacted. 

From the point of view of policy-making 
in the Indian context, but also from that of 
many other transition economies, there is 
one critical policy implication. India, in 
common with many other transition 
economies, is opening up her hitherto-closed 
markets and industries to large-scale entry 
by domestic and foreign firms. Attempts are 
being made to privatise commercial and 
industrial Indian state-owned enterprises, as 
in other transition economies, though not 
very seriously or very successfully. Simi¬ 
larly, little detailed attention is being paid 
to reform of the Indian financial sector. 
Itiough a number of foreign and domestic 
financial institutions have entered the Indian 
capital maiket, they have entered as port¬ 
folio investors in equity and have only 
recently been allowed to become debt sup¬ 
pliers. If the canons of corporate governance, 
as commonly understood in western eco¬ 
nomies, are to apply in India then a 
fundamental policy-switch necessary is the 
privatisation of Indian banks and financial 
institutions. Only then might the presence 
and size of debt in the capital .structure of 
firms have a disciplining impact on Indian 
managers. 

With regard to the privately-owned supply 
of capital to Indian industry, additionally a 
contemporary phenomenoivthat is occurring 
in the west may have positive impact. That 
is the entry and increasing presence of 
foreign institutional investors in the Indian 
capital market. If their role as a supplier of 
equity capital is increa.sed over time, these 
institutions may be able to bring in 
disciplinary pressures on the behaviour of 
firms’ managers. The increasing presence 
of institutional investors has had a salutary 
impact on controlling managerial dis¬ 
cretionary behaviour in the US in the 
1980s. The repetition of this trend in India 
might force discipline on the Indian capital 
market as well as on Indian firms, as 
foreign financial institutions exercise their 
financial muscle in forcing firms in India 
which use the capital market as a source of 
funds to meet the standard norms of beha¬ 
viour that are commonly accepted in the 
west. 

Other than an agency reason, the evidence 
docs suggest that the capabilities of Indian 
banks and financial institutions arc not quite 
up to par, since a high debt-equity ratio is 
associated with low performance. The 
appraisal skills of the government-owned 
Indian banks and financial institutions 
should be called into question, since pro¬ 
moters with inherently-unsound projects may 


have obtained large sums of money from 
these institutions. Also, as the Indian finan¬ 
cial sector becomes more open to global 
players who pay very large salaries the 
superior performers in these institutions are 
going to leave; hence, with respect to their 
employees the government-owned Indian 
financial institutions arc going tc lose the 
best and be left with the rest, thus further 
hampering the development of superior 
human capital who pos.sess high quality 
apprai.sal skills. 

To many borrowers large polcntially- 
unrecoverable sums, however, may have had 
to be lent because of political considerations; 
thus, banks and financial institutions may be 
merely serving as a conduit for the channel 
of govemmcnt-largcssc to specific parties. 
Also, even if many of the projects arc not 
up to at par, banks and financial institutions 
may have no options but to continue funding, 
as an agency of government, because the 
political consequences of calling in low- 
performing loans is likely to be fraught with 
significantly negative political consequences. 
It is. however, public money that is lost in 
the pniccss. 

'The role of financial institutions' nominee 
members on the Iwards of firms which have 
significant borrowings has also to be 
questioned, since their presence in highly- 
leveraged firms may not matter in any critical 
way. Such nominees who arc financial 
institution managers know that their 
performance as corporate directors is no 
way going to have an impact on their 
subsequent careers within the financial 
institutions where seniority, above all else, 
matters; and if these nominees arc retired 
executives or government servants they arc 
aware that a lucrative post-retirement cash 
flow source could dry up if they start to take 
on an activist role. 

Simultaneously, the role of the department 
of banking in the ministry of finance, which 
is a full-fledged government department with 
a secretary (or an additional .secretary) at its 
head, is also required to he called into 
question. Assuming that the department has 
a role to play as an overseer of the banking 
sector in the Indian economy, that role doc>- 
not seem to have been fulfilled in anjr 
meaningful manner if the firms in which its 
charges have a larger exposure are the ones 
which display a relatively Ic’w quality of 
economic performance. 

Nevertheless, there may be a great deal of 
variation in the quality of capabilities that 
the state-owned banks and financial insti¬ 
tutions posse.ss. There may be a number of 
highly capable state-owned financial 
institutions and banks, and a number of 
these banks and institutions whose per¬ 
formance is considerably below average, 
given the very large number of such insti¬ 
tutions that do exist in India. Thus, more 


detailed empirical research which identi¬ 
fies the Tclaiionshtps that the explicit sources 
of loan capital have with profitability of 
firms in the corporate sector is warranted. 
Also, in future the increasing presence of 
foreign financial in..titutions may serve to 
enhance the capabilities of all financial 
institutions operating in the Indian capital 
market through the operation of a spill over 
process where observable skills and strategics 
of successful firms are copial by others. 
Whether this phenomenon occuis or not is, 
of course, questionable. If it dws, then 
western concepts of coiporate governance 
may begin to be applicable to the Indian 
context. 

Finally, the high cost of boi rowing in 
the Indian context may also, in part, 
account for the results obtained The real 
cost of borrowing in India is phenomenally 
high by international standards. Where 
investors are presently being otfered rates 
of interest of between 15 |ht cent and 20 
per cent per annum by financial institutions, 
the cosi to borrowers of funds from banks 
and financial institutions is considerably 
more given the risk premiiini and the 
administrative spread llvit arc added on. For 
highly leveraged firms to service such high 
interest rates means that the gross niargm on 
sales has to he enormously high The 
reali.sation of such margins in lompctition 
with firms ’vhich arc less highly leveraged 
is nut feasible in India where demand 
constraints arc substantial and where the 
benefits of liberalisation has not icachcd the 
mass which is actually the m.iiket. llic 
con.scqucnce is th.it highly Icvciagcd firms 
are, thcrelorc, considerably less profitable 
than films with a greatci level of equity in 
their capital sinictiire 

f'oNl'l I'OINC. Kl MARKS 

Using conlemporaiy dai.i in resjvct of a 
large and representative sample of Indian 
firms, this paper has invesiigated the 
relationship between the level ol debt in the 
capital structure, and performance. The 
results obtained indicate a negative and 
significant relationship, which is not in 
accordance with the assumptions of 
commonly accepted theory. In India, 
suppliers of both shoit-ierm and long-term 
debt are government-owned, and the 
postulates of agency theory, as applied to 
contemprnary corporate governance issues 
in the west, have to be re-assessed in light 
of state-ownership of banks and financial 
institutions. 

The fact that suppliers of short-term and 
long-term debt capital to firms in India are 
primarily state-owned has major behavioural 
ramifications which impacts on whether the 
presence of loan creditors induces managers 
in firms to strive for superior corporate 
performance, l^c nature of the in.stituttonal 
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environment in India has had a strong impact 
on the behaviour of firms, and the tenets of 
cotporate governance that apply in the west 
may not be relevant in the Indian context 
However, these tenets may begin to apply 
in the future as foreign financial institutions 
progressively enter the Indian capital market 
and exeit pressure on the behaviour of Indian 
firms. Additionally, the very high real cost 
of debt capital in India is also likely to have 
ramifications on the economic performance 
of firms. Privatisation of state-owned 
financial institutions is suggested as a 
fundamental policy change which may ensure 
that debt-holders exercise a disciplining 
influence upon Indian managers and ensure 
superior corporate performance. 
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Human Face of Industrialisation 

A Case of Wool-Based Industries in Rajasthan 

Sunil Ray 

The small and decentralised sectors of woollen textile have grown in the state of Rajasthan over the years at 
the cost of impoverishment. Economic liberalisation does not seem to have brought about any change in the wage 
structure, which is supported by the existing form of production. The payment of very low wages, discrimination 
against female workers who work in an unhealthy atmosphere without being provided social security against 
occupational hazards and deployment of children to cut down manufacturing cost in the production of export- 
oriented products such as hand-knotted carpets are some of the indications that show how deplorable the human 
face of industrialisation is. And yet, legitimacy is lent to it by employment generation for the survival of the poor. 


IMMENSEcomparative advantage has given 
a special place to the wool-based industries 
of Rajasthan in the national economy of 
woollen textiles. Compared to theotter wool 
producing states, the state, being endowed 
with availability of raw wool in abundance, 
has vast potential for the growth of the 
processing sector. The .spatial implications 
of the growth of the industry are important 
in that optimisation of linkages yields a 
systemic change in the demand structure by 
meansof generating employment and income 
for the local labour force. 

The growth of woollen textile industry in 
Rajasthan, especially in the small and 
decentralised sector, is unique. While some 
sub-sectors have undergone substantial 
improvement in their operational processes 
through the adoptingof improved technology, 
some others arc still continuing with the 
traditional production process. Four sub¬ 
sectors, by and large, constitute the small and 
decentralised sector, viz, (i) yarn, (ii) felt, 
(iii) fabrics and garments, and (iv) hand- 
knotted carpets. The decentralised sector of 
the state, which enjoys comparative 
advantage, isnotonly local resourceintensive 
but also local skill intensive, and benefits 
equally from labour market flexibility. 

The state has witnessed steady growth of 
almost all sub-sectors except hand-knotted 
carpet. A large number of men, women and 
children are employed in the sub-sectors 
located mostly in the tural areas. Fm, instance, 
only six spinning mills were located in 
Rajasthan during 1968.However, the number 
of mills went up to 100 during 1992, out of 
which 67 units were located in Bikaner alone. 
Similarly, the number of felt manufacturing 
units in the state was few until 1970s. It 
increased to 7S units over the years, and, at 
present, the largest concentration of felt 
manufacturing units is found in the state. 
Coming to the production of fabrics and 
garments organi^ by the khadi institutions, 
it increased in value terms from Rs 696.69 
lakh in 1977-78 to Rs 2,088 lakh during 
1992-93. The total number of spinners and 
weavers for the institutions was 70,809 and 


2,880respectively during 1981-82. However, 
it increas^ to 1,11 ,S80 and3,305respectively 
during 1992-93. 

It is in this context that the article seeks 
to examine employment and wage structure 
being adopted by the woollen industnes of 
Rajasthan in the small and decentralised 
sector. Italsoexamines the formof production 
that exists in the respective sub-sectors of 
the industry. The paper is divided into five 
sections. While Section I of the paper explains 
different forms of production. Section II 
examines employment generation and wage 
income accruing to the workers. How female 
workers are discriminated against is also 
shown in this section. A bnef attempt is 
made in Section III to highlight the child 
labour syndrome in the hand-knotted carpet 
industry and suggests a possible way out. It 
ends with a few conclusions. 

I 

Form of Production 

*Sub-contracting', a type of intcr-firm 
linkages is the dominant form of production 
of yam (spinning mills), fabrics and garments, 
artistic felt and hand-knotted carpet 
manufacturing in the state. The felt 
manufacturing especially in (he mechanised 
sector is an exception to it. The different 
contractual arrangement, according to which 
one party exercises control over the other, 
establishes the linkages between the firms 
[Wong 1991J. However, the degree to which 
control is exercised and the manner in which 
contractual arrangements arc made 
operational differ between the sub-sectors. 
Accordingly, wage and employment 
structures differ. 

For instance, contractual arrangements 
operatioruilised in yam spinning are made 
by the job workers. Depending on the 
requirements of the carpet producers, job 
workers decide the number of counts, ply, 
colour of yam, etc. Accordingly, they 
purchase raw wool from the open market and 
enter into a contract with the yam spinning 
mills for getting yam manufactured. There 
are, of course, spinning mills that do not 


enter into contract with the job workers to 
produce yam, but, they produce on their 
own. They employ labour on the basis of 
their own production plan rather than that 
of the job workers. However, the system of 
‘own production' docs not seem to be the 
dominant one in the spinning mill cluster in 
Bikaner where largest number of spinning 
mills are concentrated.' 

Similarly, sub-contracting is the only form 
of production through which tabnes and 
garments are manufactured. In this context 
job work is provided by the parent firm such 
as a khadi institution. The khadi institutions 
regularly receive grants from their apex 
organisation KVIC that, in turn, receives 
huge sum of money from the government 
of India in each successive plan. The khadi 
institutions provide raw material to the 
spinners, and yam to the weavers, who return 
these materials after turning them into (he 
required form as per the specifications gi ven 
by the institutions, at a pre-determined wage 
rate. 

Eiach institution, located at Bikaner, has 
its production centres in the rural areas. The 
individual artisan units registered with the 
institutions operate under the management 
of the respective production centres. The 
employees of the production centres are 
salaried, while the individual artisans, who 
come under contractual arrangement with 
the institutions, obtain employment on job 
work basis. Here, in this context, those 
institutions which provide carded wool to 
the individual spinners and yam to the 
weavers, through the production centres, can 
be regarded as the parent firms. 

The industrial structure of felt manu¬ 
facturing is somewhat different from that at 
the other woollen goods producing sub¬ 
sectors. It is to be understood not only from 
the viewpoint of regional agglomeration and 
sectoral specialisation, but also from the 
technological dichotomy. The manufacturing 
of artistic felt with traditional technology is 
concentrated mainly in Tonk district of the 
state, while mechanised felt manufacturing 
for industrial uses is concentrated in and 
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around Isupur. The inter-finn linkage in 
artistic felt manufacturing are made through 
job work. Felt is manufactured by way of 
making use of the wool waste. While waste 
of merino wool, synthetic fibre and shoddy 
wool are used in the machanised sector, local 
wool waste is used to the maximum in the 
traditional (artistic felt) sector. The artistic 
felt is mainly dominated by job work system 
which is again practised in various forms. 
It is shown later. 

Hand-knotted carpets manufacturing is 
another .sub-sector in which sub-contracting 
is the only mode through which the entire 
production is organised. It is almost UX) per 
cent export-oriented in that the private 
exporters, most of whom are located m Jai pur, 
play a crucial role in organising the 
production. It is a highly traditional skill- 
intensive industry, in that children and adult 
men and women together contribute to its 
production. They work on job work basis 
under the sub-contracting system in which 
contractors remain in the middle between the 
exporters and the workers. The process 
through which production is organised is as 
follows; 

Step I: Money is gi ven by the manu fac turer- 
cum-exporters to the contractors to purchase 
looms. Yarn, both cotton and woollen, are 
normally given to the contractors along with 
the designs and other technical spcci licalions. 
An agreement is struck between them about 
(i) wage payment [nonnally per square foot 
of carpet), (ii) period within which the 
produce is to be returned, and (iii) technical 
specifications given by the exporters/ 
manufacturers to be followed strictly. 

Step II: The contractors organise 
production of carpels in two ways. They 
organise (i) either through the hou.seholds 
who arc traditionally engaged in carpet 
weaving and employ their own household 
labour, including children, or (ii) by em¬ 
ploying a master craftsman and a supervi.sor 
on contract basis, who organise carpet 
weaving in production sheds located in 
different places outside the households. The 
form of production of the first system can. 
therefore, be categorised as 'putting out 
system', and the second one as ‘workshop’. 

It is only in the second fomi of production 
that child labour, both male and female of 
different age groups, is employed at different 
wage rates. Money is given to the parents 
of the children in advance and a contract is 
struck between the parents and the contractor. 
The children work as per the terms of the 
contract. The supervisor is employed to 
supervise and co-ordinate the manufacturi ng 
activities taking place .simultaneously in 
different production sheds. Although the 
master-^r^lsman and the supervisor are paid 
a salary at the end of the month, an agreement 
is made between the contractor, the supervi.sor 
and the master-cratrsman about the period 
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within which production is to be completed. 
Agreement is also made between the 
households and their contractors about wage 
payment, the period within which production 
is to be completed, etc. The accompanying 
figure illustrates the production linkages 
between the exporters/manufacturers and the 
workers. The modes of wage payment to the 
workers working in the two channels shown 
in the Figure are different from each other. 
While the workers working in the production 
shed are paid on a monthly basis, household 
workers are paid on piece rate basis. 

Step III: Once the production of the carpet 
is complete, the contractor returns it to the 
exporter. If the facilities for the final stage 
of the processing [finishing] are available to 
the exporting units, it is done in the unit 
itself. Otherwise, it is .sent to the finishing 
centres for final processing. 

II 

Employment Generation and Wage 
DLscrimination 

Yarn Manufacturing (Spinning Mills) 

The employment pattern in the spinning 
mills may be seen as a sort of division of 
the workforce in terms of skill and gender. 
Almost all who work on the machines are 
found to be male workers, while those 
employed in cleaning and grading of raw 
wiwl arc female workers. Almost all workers, 
whether male or female, aic employed on 


daily wage basis, although the wages are 
paid at the end of the month. 

Wage differentials are maintained on the 
basis of the type of processing work the 
workers are engaged in. In other words, skill 
required to produce yam varies across 
different stages of processing. Accordingly, 
the wage rate varies. For instance, those who 
are engaged in higher stage of processing, 
viz, carding, spinning, etc. are paid higher 
wage rates than what arc paid to those who 
are engaged in the primary .stage of 
processing, viz. scouring, cleaning, grading, 
opening, etc. Workers engaged in the higher 
stage of processing are considered to be 
skilled, while the rest of the workers are 
classified by the manufacturing units as 
unskilled. For, complications involved in the 
processing at the primary stage are less as 
compared to those at the higher stages of 
processing. 

In each manufacturing unit, one or two 
workers with higher level of .specialisation 
arc treated as master skilled workers. Not 
only are they knowledgeable about the work 
they are assigned, but are supposed to be 
good mechanics with thorough knowledge 
about ail the processing activities. They arc 
normally paid higher than average skilled 
worker. Female workers, who are engaged 
in cleaning and grading, arc treated as 
unskilled workers like other male unskilled 
workers, but they arc paid less. This is shown 
in Table I. 


TABir 1. Waol Structure of the Workers Working in .Scourinc., Yarn MANUFAaiiRiNo and 
Composite Units [Scouring and Yarn Manufacturing Together!’ 


Average monthly wage payment per 

Scouring 

Yarn 

Manufacturing 

Scouting 
and Yarn 
Manufacturing 

skilled worker (Rs) 

Average monthly wage payment per 

1243.00 

1773.00 

1,466.00 

unskilled male worker (Rs) 

Average monthly wage payment per 

900.00 

899.(M) 

980,00 

unskilled female worker (Rs) 

- 

538.00 

825 (X) 

Wages paid per manhour per skilled worker (Rs) 
Wages paid per manhour per unskilled 

6.22 

8.87 

7.39 

male worker (Rs) 

Wages paid per manhour per unskilled 

4..50 

4.50 

5.00 

female worker (Rs) 

- 

2.69 

4.00 

Manhour generated per rupee of value added 

0.06 

0.03 

0.03 

Wages paid per rupee of value added 

0.19 

0.14 

0 22 


Tabie 2. Employment and Income of Spinners Working for Khadi Institutions 


Institutions* in Tenns of Size 

A 

R 

C 


Average number of spinners per institution 

1287 

1613 

5333 

1329 

Raw wool (carded) allocated per spinner per year (kg) 

3.14 

6.53 

10.42 

6.12 

Wages earned per spinner per year (Rs) 

99.04 

136.93 

286.38 

131.85 

Manhours generated per spinner per year 

88.00 

182.84 

291.76 

171.36 

Average number of days a spinner works in a year 

22.00 

46.00 

73.00 

43.00 

Wages earned per spinner per manhour (Rs) 

1.12 

0.74 

0.98 

- 


Notes: Croup A = institutions producing goods woith Rs I-10 lakh. 

Group B = Institutions producing goods worth Rs 11-20 lakh. 

Group C = Institutions producing goods worth Rs 21 -50 lakh. 

Group D s Institutions producing goods worth Rs 51 lakh and above. 
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•biven the working pattern of the 
manufacturing units, the average wages paid 
to each category of workers is estimated in 
respect of all three categories of units and 
shown in Table 1. Man-hours spent were 
estimated on the basis of man-hours spent 
per month, man-days in a month, and active 
months in a year. The net value added of each 
sample unit was estimated by subtracting 
conversion cost from the gross valueof output 
obtained, at the existing price. Conversion 
cost includes cost on basic raw material, 
depreciation of the tools and machinery, 
electricity, water, chemicals, transport, 
storage, etc. The methodology of estimating 
man-hours and value added for other sub¬ 
sectors taken into consideration is same as 
the one explained above. 

Table I shows that skilled workers are 
paid higher wages in those units which are 
engaged only in yam manufacturing than in 
the other two categories. They are paid Rs 
8.87 per man-hour in yam manufacturing 
units while only Rs 6.22 is paid per man¬ 
hour to the workers engaged in scouring 
units and Rs 7..W in the com[K)site units. The 
interesting aspect of the wage stmeture is 
that the wage flexibility across the three 
categories of manufacturing units in respect 
of unskilled male workers is almost nil. 
However, for skilled workers who are male, 
wages are Ilexihic and higher. This is because 
of the relative .scarcity of skilled labour with 
respect to its demand being highci than that 
for unskilled labour. As the field survey 
reveals, the units manufacturing only yam 
have been able to attract more skilled labour 
from outside Bikaner, by paying relatively 
higher wages. This is why, labour pro¬ 
ductivity in this category of units is higher 
than in the others. The relative efficiency of 
this category of units is also higher. Hence, 
even though there exist collective efficiency 
in an industrial agglomeration like the one 
understudy, some firms could achieve higher 
level of efficiency as compared to others by 
means of exercising better control over the 
market of the skilled labour [Smith 1992]. 

The other aspect of wage differentials is 
between male and female workers. The 
female workers are paid, on an average, Rs 
2.69 per man-hour in the yam manufacturing 
units, while unskilled male workers are paid 
Rs 4.50 for the same working time. One can 
see a similar difference in respect of the 
workers engaged in the composite units. The 
reason why such wage differential is 
maintained, appears to be that the female 
workers areengaged, by and large, in cleaning 
and grading, which do not require as much 
skill as the unskilled male workers require 
while working with the machine. Even in the 
units which are exclusively engaged in 
cleaning and grading of raw wool, one finds 
such discrimination. Those who work with 
the ginning machine in those units, by and 


large, are male woikers and are paid around 
Rs 30 per day. while the female workers, 
who clean and grade raw wool are paid 
between Rs 18-22. 

One might justify the wage differentials 
on the basis of thedifferences in skill intensity 
required in each stage of processing. How¬ 
ever. in view of the worse working con¬ 
ditions of female workers, one docs not sec 
any reason why they should face such wage 
discrimination. Female workers come from 
the adjacent areas of Bikaner town, both 
from the Hindu and Muslim communities. 
However, the male workers both skilled and 
unskilled, come from other states as well as 
from the local areas. 

Hie working conditions of the female 
workers arc found to be worse. 'Fhey work 
in a dusty atmosphere, and fine dust particles 
and wool fibres affect their health adversely. 
Many of them suffer from various ailments. 
They work under the strict supervision and 
control of management. In view ol the 
contribution made by the female workers to 
yarn pnK'cssing at the cost of their health, 
the payment of low wages to them shows 
that they arediseriminated against [Pye 1988). 
This is especially so, as no provision exists 
to provide social security against occupational 
hazards. 

It may be true that excess supply of leinalc 
labour pushes down the wage rate to the 
subsistence level. But, that when there is 


excess demand tor female labour, wage rate | 
is not pushed up. Dunngtho monsoon season, j 
when relative scarcity of female labour Is 1 
higher, the wage rate hardly increases, and I 
even it docs, the increase is insignificant. | 
Hence, it is obvious mat the laboui market ' 
ol female workers is such that market forces 
operate in the interest of the spuming mills. 

F'ABRICS ANO GaRMI-NIS MAMII AnilRING 

It is difficult to estimate and standardise 
the labour time required lor a processing 
activity like spinning at the household level. 
The labour time allocated to such activity 
vanes between the households of the same 
cluster, and between clusters and legions. It 
depends on the supply elasticity of household 
labour, in the context of the relative 
opportunity cost ot agriculture and other 
non-agricultural activities, and the time 
allocated for household work. Although 
woollen yam spinning is. by ami large, an 
activity ol women, they peiloim other 
household jobs tor which they havv'to allocate 
their labour time. They also allocnle some 
lahourtimcforagriculturcanduihcractivitics. 
In view ol all these various preoccupations, 
the same quantity of ra w wool could generate 
man-hours at dilfcrent rates in different 
households 

A sample survey was conducted on 19 
khadi institutions located at Bikaner, dunng 
1994-9.5. The institutions are divided into 


Tabi.0 3 : GcNi-RA-noN or Employmi-nt ano Incumk cor WrAvi KS with 1)1111x1.10 AiiKiciii TnRr 

BA.srs 

Weaving Households with Different Levels of Income 


Earned through Agriculture 

Al 

A2 

A) 

A4 

Manhours generated per worker per year in weaving 

1609 


1245 “ 

1285 

Wages paid per manhour (Rs) 

2 23 

2 15 

2.IIJ 

2 76 

No of days in a year 

201 

1.57 

155 

160 


Notes: AI = Weavers who do not have agriculture as a source of income 
A2 = Weavers who earn Rs 500 to 2,.5(K) from agriculture annually 
A3 = Weavers who earn Rs 2,.50l to 4.(XX) from'ugriculture annually 
A4 = Weavers who earn K$ 4,(X)I and above Irutn agriculture annually 

Tablc 4 ; Incomt GrncRATtoN cm- tin- Workirs EMii'ivro in Diiiircni l•'■o^.•ls or Prohoctkin 

CM' Fei I Manoeactiirim, 


Average monthly payment per worker (Rs) 

1227 

1892 

1188 

658 

Average monthly payment per male worker (Rs) 

1160 

1088 

1125 

- 

Average monihly payment per female worker (Rs) 

713 

1088 

846 

- 

Wages paid per manhour fur male worker (Rs) 

7.46 

5.20 

8.36 

3.08 

Wages paid per manhour for female worker (Ri' 

4 83 

.5.20 

5.33 

- 

Wages paid per rupee of value added 

0 51 

1 00 

0.61 

0.26 


Notes- A = Unitsmanulacluringsheelsonlyinlheirownfaclorypremiscsbyhinnglabouronconlract 
basis. They sell fell sheets to B and C groups of units 

B = Units using only household labour and manufacturing artistic fell by cutting, stitching, 
pasting, etc, independently. 

L s Units manufacturing arttsitc felt but through job work system. The difference between A 
and C group of units is that although both groups are getting their output produced through 
job woik, workers come to the factory piemi.se of A group of units while workers do not 
come to the factory premise of C group of units. They do all processing jobs in their houses 
by using their household labour 

D = Units manufacturing felt through mechanical processing in which workers come to the 
factory premises to work on monthly payment basis. 
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four size groups, in terms of the size of their 
output. The total number of spinners and 
weavers working for the respective khadi 
institutions are taken into consideration and 
average wages paid to them per man-hour 
are estimated on the basis of the Findings of 
the survey conducted in a village as explained 
below. Since estimating employment was 
intricate, the survey was conducted in a cluster 
of spinning households in Sinthal village, 1S 
km away from Bikaner town. The average 
time taken to spin I kg of raw wool varies, 
not only on the extent to which women are 
preoccupied with household work, but also 
the quality and count of the raw wool. For 
instance, given the labour time allocated for 
household work, women take 15 to 20 hours 
on an average to spin 1 kg of local wool for 
lOto Ucountyam, while mixed wool takes 
20-2S hours for the same count range, and 
merino wool 30 to 35 hours for 30 to 40count 
yam. On an average, therefore, I kg of yam 
can be spun in 25 to 28 hours. Since the 
women can afford to allocate 4 to 5 hours 
a day, this quantity of wool is spun in 6 to 
7 days. On the basis of the estimation that 
1 kg raw wool, on an average, generates 28 
man-hours, the employment generated by 
the Khadi institutions for spinners is estimated 
and shown in Table 2. 

Table 2 shows that the size of employment 
of spinners expands with the size of the 
institutions. However, bigger institutions, 
like those that belong to group D, do not 
seem to employ more spinners in proportion 
to their size. It is possible that they purchase 
y ani/woollen products from other institutions 
and sell them. This is evident from Table 3, 
which indicates that this group of institutions 
consume maximum yam for weaving. 

It is seen from Table 2 that the maximum 
wage income a spinner earns in a year, varies 
between Rs 100 and Rs 286. To a 'great 
extent, the earning depends on the quantum 
of job work provided. The khadi institutions, 
as evident from the table, do not give more 
than 10.42 kg of lefa (carded wool) to a 
spinner in a year. It is also obvious that wage 
earning declines as the allocation of carded 
wool per spinner goes down. Even if the 
maximumquantity.ie, 10.42 kg is considered 
an average situation (which it is not), it can 
fetch Rs 286.38 in a year, and generate 
employment for two and a half months in 
a year. A similar observation has been made 
in the context of hilly areas of the country, 
where khadi institutions provide carded wool 
to women for spinning. These women could 
cam only Rs 154 a year, at current prices 
[Sinha and Sinha 1984]. 

In terms of employment and earning, the 
conditions of the spinners, who woric for the 
relatively smaller institutions that belong to 
group A ate much worse. A spinner in this 
category is able to earn only Rs 88 in a year, 
and obtain employment for only 23 days - 


less than a month in a year. Owing to the 
low volume of job work received, and hence, 
low wage payment (not wage rate) in a year, 
the wages per man-hour vary around Re 1. 
Itcould be further lowerin respect of spinners 
who allocate less labour time for spinning 
than what is estimated here, for the same 
quantity of card^i wool. The condition is so 
bad that, even if they work for 7 to 8 hours 
a day, level of their income would be much 
less than that of coolies [Sinha and Sinha 
1984]. 

Coming to household weaving, the sample 
household units receive job work from four 
different organisations, including (i) khadi 
institution, (ii) RHDC, (iii) Weavers’ Co¬ 
operative Society, and (iv) private traders. 
Since all these organisations give them job 
work, it is fair to expect that the weavers 
obtain employment round the year. The 
sample weavers' households aredivided into 
four categories (Table 3), on the basis of the 
incomes earned from agriculture. The reason 
why agriculture has been taken as the base 
is its major influence on the pattern of 
allocation of household labour, especially 
during the monsoon and harvest seasons. 
Table 3 shows employment and inconK of 
the household weavers, while their 
agricultural bases differ. 

Tpble 3 shows that the weavers who do 
not earn anything from agriculture obtain 
employment for 201 days, i e, around six 
months a year, while the rest of the weavers 
obtain employment for five months. At least 
two persons are required to cany out weaving 
operations at the household level. They 
include the weaver himself and a winder. 
The winder may be a housewife, or child or 
old man of the household. The number of 
days of employment is estimated on the basis 
of average number of hours weaver works 
in a day, i e, 8 hours. As can be seen from 
Table 3, wage earned by the weaver is around 
Rs 2.50 per man-hour. It is too low for them 
to continue this activity at the household 
level. Its importance is likely to go down, 
when it is seen against the higher relative 
rate of return per unit of household labour 
in the competing activities. 

Felt MANUf-AcruaiNb 

Three forms of production exist in tradi¬ 
tional processing (artistic felt manufac¬ 
turing). The sample units are distributed 
according to their allegiance to their 
respective -'orm of production and shown 
in Table 4. 

Table 4 shows the extent to which income 
is generated for the workers working in all 
forms of production. Italso shows the income 
differential that exists between male and 
female workers. Since female workers are 
not employed in the mechanical processing, 
only income earned per worker is estimated. 
As it appears from Table 4 wages paid per 


wwker permonth in mechanical procesrii^ 
are Rs 6S8 whidi is much lower than what 
is paid in uiy form of production of traditional 
processing. One of the important reasons for 
this is that the workers prepared to work in 
the mechanical processing are more, leading 
to excess supply of labour. However, in the 
traditional processing, workers are gradually 
becoming scarce, since the work is hazardous 
to health. It seems to have pushed up the 
wage rate in traditional processing while the 
wage rate has been pushed down in the 
mechanical processing of felt. The situation, 
as it exists in felt manufacturing, seems to 
beopposite to what has been found in respect 
of spinning mills. In spinning mills, although 
the working conditions are hazardous to 
health, the workers are prepared to work 
even at low wi^e rates, especially in the 
primary processing stage. Those who work 
on the machines, are paid higher. 


Table S: Income and Employment Generation 
OF THE Hand-knotted Household Weavers 



Hand- 

Knotted 

Carpet 

(Single 

Weft) 

Hand- 

Knotted 

Carpet 

(Double 

Weft) 

Average monthly wage 
coming per worker (Rs) 

491 

471 00 

Average manhour required 
to produce one square 
fool of carpet 

29.52 

33.61 

Wages paid per 
manhour 

2.83 

2.77 

Wages paid per rupee 
of value added 

0.39 

048 

Average wage rate per 
square foot of 
carpet (Rs) 

65.00 

80.00 


Table 6 ; Production, pRODUcnviry and 
Employment of tic Household Workers of 
Different Ace Croups 

Age Group Average Duration Produc- 
Production of Work lion Per 
Per Day in a Day Manhour 
(Sq Inch) (Hours) (Sq Inch) 


Below 14 years 

2.00 

5.30 

0.4 

15-25 years 

3.82 

6.67 

0.6 

26-35 years 

2.78 

7.67 

0.4 


Table 7 : Estimated Wage Earninci of tic 
Children Working as Hired Labour 


Size of the carpet to be weaved (sq foot) 


108 

Duration of time lequiied to weave 
of carpet (months) 6 

No of hired children 6 

Average salary per month per child (Rs) 

567 

Earnings of all children in 
6 months (Rs) 20412 

Wages paid per child per sq foot (Rs) 31.50 
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There ii. however, dmilarity with regard 
to wage discrimination againstfemaleworicer 
in both spinning mills and traditional 
processing of felt manufacturing. As it 
appears from Tabled, female workers receive 
Rs 700 to Rs 8S0 each per month in both 
forms of production of A and C in which 
job work is the mode of manufacturing 
operation. However, male workers earn more 
than Rs 1,000 a month. Group B units, which 
ate also household units, organise production 
on their own. However, imputed wages 
received by male and female workers are not 
estimated separately. 

Until 1981-82, ‘9/16’ quality carpet (144 
knots) used to be made in Jaipur. Ttey used 
to be woven both in single and double wefts. 
While single weft carpet of 144 knots still 
continues to be woven, carpets of double 
weft have switched over to 140 (’1(VI4' 
quality) knots. Now carpet of’10/14* quality 
for which Rajasthan is known, is available 
in double weft. 

The difference between single and double 
weft is that single weft uses six ply cotton, 
while in double weft the use of cotton yam 
goes up to 18 to 20 ply. The number of knots 
may vaiy. Of course, as the number of knots 
per square inch of area in the carpet increases, 
the quality improves. Kitotting is an intricate 
process in that woollen pile carpets of 
complex design cannot be produced by 
machine [Poddar 1993]. However, it is 
considered to be a further improvement, if 
the carpet is woven in double weft. Hence, 
it is not the number of knots alone that 
improvesthequalityofacarpet. Whatmatters 
more is the weft of the carpet. In double weft, 
requirement of cotton especially is naore. Of 
the total produc*tion of carpet in the state, 
30 per cent is estimated to be produced in 
single weft, while the remaining 70 per cent 
is woven in double weft 

Income and Employment Generation 

It is found to be difficult to capture nitty- 
gritties of cost calculations while estimating 
the economics of weaving. However, based 
on the information available from the 
exporters, household weavers and 
contractors, value added per square foot of 
carpet in both single and double wefts is 
estimated. The employment and income 
generation at the household level are also 
estimated. 

The value added shown in Table $ is 
^imated on the basis of the value of carpet 
per square foot in the international market 
and the cost of raw material that includes 
both cotton and woollen yam. Depreciation 
cost of weavingisnot taken into consideration 
because of the obvious problem of 
measurement. During the survey (199S) 
enquiry with the exporters reveals that the 
price at which carpets are sold in the 
international market varies betweem 8-9 


dollars per square foot. If we take the 
average, then, it can be estimated to be 
Rs 264 per square foot, given the exchange 
rate 1 dollar = Rs 31. 

The sample households receive job work 
almost throughout the year. The number of 
workers in most of the households does not 
exceed three. As it appears from Table 5, 
monthly wage earning per worker is around 
Rs 5(X). Although the wage rate per sq foot 
of carpet is higher in respect of weaving of 
double weft, it takes a longer time than for 
weaving a carpet of single weft. Table 5 
shows that 29.S2 hours are taken to produce 
one square foot of carpet in single weft, 
while 34 hours are taken to weave the same 
in double weft. This is why wages per man¬ 
hour in double weft carpet weaving ate found 
to be almost the same as for single weft 
carpet weaving. 

CARPEr Weaving at Household Level 

An issue worth examining in connection 
with the employment pattern of household 
labour in carpet weaving is the extent to 
which child labour is deployed at the 
household level vis-a-vis workers of other 
age groups. 

For this purpose, household workers are 
divided into three age groups. Man-hours 
spent, on an average, by the workers of each 
age group are shown in Table 6. The pro¬ 
ductivity of a worker of each group is also 
estimate in respect of single weft carpet 
weaving and shown in the table. 

Table 6 shows that the children below 14 
years are engaged in carpet weaving for five 
to six hours a day, which is less than the 
working hours of the two other age groups 
who work for 8 to 9 hours a day. In Bhado- 
Mirzapur (Uttar Pradesh) also, one observes 
a similar pattern of allocation of time at the 
household level [Vijayagopalan 1993]. The 
interesting aspect of the employment pattern 
is that the workers of the age groups of 
15-25 years seem to be more productive 
than the workers of the other age groups. 
They weave 0.6 sq inch per hour while the 
childrenbelow 14years and the adult workers 
above 25 years weave 0.4 sq inch an hour. 
It shows that as the ageof the workers exceeds 
25 years productivity gradually goes down. 

Although the adult workers above 25 years 
can afford to spend more time on weaving, 
their productivity is lower because (i) their 
fingers become thicker aixl that reduces the 
capacity for fast knotting, and (ii) they require 
more space while weaving than the adult 
workers below the age of 25, resulting in 
lower production. The children of the age 
group below 14 years, of course, have a 
relative advantage in this respect, but their 
contribution to production in the household 
context is relatively less. This is due to (i) 
pressure on them to work is less as compared 
to the pressure under which they woik as 


hiiedlabour in woikshedsoutside their houses 
on a monthly payment basis, (ii) at the early 
stages, they remain m what is called icaroing 
by (toing stage' str that productivity goes up 
only when they grow up. It continues to 
increase up to the age of 25-26 years and 
thengraduallygoesdown Hence, the workers 
who belong to the age group of 15 to 25 
ycare, appear to be the most productive in 
carpet weaving, in all these age groups, both 
male and female workers are included. It is 
observed that nearly 80 to 90 per cent of the 
workers are adult male and female workers 
of whom the percentage of male workers is 
higher than that of the female workers. 
However, at the household level, children 
constitute around 10 to II |)er cent ol the 
workforce. 

Carmsi Weaving at Workshfo Level 

As has been noted in the preceding section, 
the other form of carpet production is the 
one where only child labour (8 to 15 years 
of age) is deployed on monthiv payment 
basis, it is also a contractual torm of 
production, but the difference from the 
household one is that the children ate hired 
in the workshed for a specified ]icnod and 
payment is made on a monthly basis. It has 
also been noted earlier that the money which 
is paid in advance to the parents is deducted 
as monthly salary of the children, in order 
to estimate the comparable level of earnings 
of the children working on monthly payment 
basis with the earnings of the households, 
a few worksheds in Buranpura village (Jaipur 
district) were surveyed. On the basis of the 
data collected from the master weaver and 
thechildren, the wagesearned by thechildren 
have been estimated in respect of one such 
workshed and shown in Table 7. 

Table 7 clearly bnngs oul that if child is 
paid on monthly ba.sis. he actually earns Rs 
31.50 per square fool, whereas Rs 80 is paid 
when the carpet is given for weaving on job 
work basis to the households. Hence, it is 
not merely the nimble fingers ideally suited 
tor faster knotting, but, the larger .scope for 
underpayment and exploitation which is the 
reason for hinng children for carpet weaving 
[Vijayagopalan 1993J. 

Ill 

Child Labour 

Owing to adverse publicity regarding the 
deployment of child labour in the hand- 
knotti carpet industry, the export per- 
fonnance of India has gone down. It it 
estimated that exports worth Rs 300 ciore 
were affected due to the campaign during 
the past three months (The Indian Express 
June 1995) India will continue to lose itt 
market, if international pressure, as ai 
outcome of the campaign, builds up further 

The deployment of child labour Mow thi 
age of 14 years is undeniable. It is essential!; 
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a survival iftrategy of the marginalised poor 
who are left with no ofrtion but to deploy 
their children for earning a livelihood. The 
stiff competition in the international market 
is also compelling the producers of cxpuri- 
orienled goods in the third world countries 
toexplore avenues to reduce production costs. 
The easiest way to cut down cost in the 
production of export oriented products such 
as carpets is to employ children from the 
vulnerable scction.s fVijayagopalan 1993]. 
The additional rca.son for deploying child 
labour in the carpet industry is the child 
workers’ greater dexterity, the ‘nimble 
fingers’ theory [Gupta 1993]. It has been 
noted in the preceding section that looms 
which are run by deploying only child labour 
pay less than what is paid to the household 
weavers. Although the involvement of child 
labour is not much, the campaign might 
continue unabated leading to shrinking of 
the export potent iai, so long as children below 
the age of 14 years, no matter to what extent, 
are deployed. 

How is it to be resolved? The ILO pro¬ 
grammes, being funded by the German 
government such as (i) International 
Programme on the Elimination of Child 
Labour (IPEC) and (2) Child Labour Action 
and Support Programme (CLASP) are under 
implementation to seek redressal of the 
problem [Gupta 1993]. It is intended, through 
the first programme, to focus on NGO 
activities, training and awareness, and 
strengthen the government’s capability to 
deal with the problem by providing technical 
support and assistance. While one does not 
underestimate the impprtance of these 
programmes, their efficacy in helping to 
achieve an appreciable impact on eliminating 
child labour needs to be re-examined. For. 
so long as alternative arrangements for 
increasing the income of the marginalised 
poor are not made, implementation of the 
education programme for the children would 
be a futile exercise. 

The child labour controversy needs to be 
addressed in a different way. It has been 
observed in the preceding section that the 
workers of the 1S-25 years age group are the 
more productive workforce in the carpet 
industry, as compared to workers of the age 
groups below 15 and above 25 years. What 
is then to be done is to reorient the fortri of 
production of Type il as indicated in the 
preceding section in which workers of the 
age grdup of IS (or above 14) to 25 years 
could be deployed, while keeping the 
household form of production undisturbed. 
Discussions with the contractors, master- 
craftsmen and the household weavers reveal 
that children below 14 years learn the art of 
weaving fast, but take some time to achieve 
perfection. In spite of being less productive, 
as compared to workers above 14 years of 
age, children below 14 years are deployed 


becitose the contractors can get away with 
paying much less to them. 

Therefore, what is suggested is to bring 
the children below 14 years of age under the 
network of carpet training centres. They may 
get entry to the weaving centres only after 
completion of the training. Thus, the form 
of production of the second type is to be 
transformed into registered Imnd-knotted 
carpet weaving centres/complexes, which 
should be linked with the carpet training 
centres. The weaving centres may be 
regi.stered following the proposal of the 
Joint Action Committee for Carpets without 
Child Labour [Sharma 1993]. 'The children 
who receive training informally may obtain 
employment in such complexes only after 
they cross 14 years of age. Once linkages 
between tbe carpet training institutes and 
the weaving centres, as visualised above, are 
established, parents will be motivated to 
send their children to the carpet training 
centres instead of sending them to work in 
the woiKshed. The only way to do this is to 
raise the amount of money given to the 
trainees as stipend to the level at which 
children earn wages while working in the 
workshed on contract. The ILO programmes 
for the elimination of child labour in carpet 
industry may be redesigned in the light of 
this suggestion. 

The growth of small-scale labour-intensive 
industries continues to be one of the most 
important development approaches of 
countries like India. A renewed emphasis is 
being laid on the growth of this sector, 
especially in the present context when the 
economy has been left open to the forces of 
liberalisation. However, the distributive 
impact of the growth of such industries may 
not necessarily be developmental in all cases. 
What is necessary to understand is the ‘form 
of prcKluction’ through which such industries 
organi.se their production. An intervention 
by the development agent may not yield any 
desirable result, if the form of production, 
as explained in the preceding section, remains 
unchanged. Such a form of production while 
ensuringgrowth, fails to ensure development. 
Hence, such growth is involutionary, raising 
employment and output without being 
accompanied by increase in wage income 
[Schcndel 1995). 

Besides the very low wages paid to the 
workers, the paper shows that the female 
workers arc discriminated against in terms 
of wage piyment. No system exists to 
compensate the female workers for the 
extreme form of drudgery and occupa¬ 
tional hazards they face. Nor is there a 
system to compensate the children who 
have been turned into human machines. 
The human face of industrialisation is 
deplorable; but, legitimacy is lent to il by 
only employment generation for the survival 
of the poor. 


Notes 

(The paper is one of the results of a large project 
on ‘Inter-Sectoral Linkages: Wool ond Wool based 
industries in Rajasthan’ which was funded by 
NABARD. I am grateful to V S Vyas for his 
valuable suggestions in the preparation of the 
report. I am thankful to Jogdish Prasad Sharma, 
for the assistance], 

1 Survey was undertaken on a considerable 
number of spinning mills located at Bikaner 
during 1994-95. 

2 Three different types of processing units os 
shown in Table I ore taken into consideration. 
They are separate categories of units owned by 
different owners. 
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Import Intenaty of India’s Exports 

Some Fresh Evidence 

Dhanmanjiri Sathe 

This paper examines the export intensity of a sample of Indian industries, the import intensiiv of their exports 
and the direct cost of technology imports. An attempt is also made to < las.sify industries on the ha.u.\ of their 
export and import intensities. 

The study brings out decreasing import intensity of exports and import substitution in the use of imported inputs. 
The export intensity of the selected sample has gone up while import intensity has come down. The export 
performance of traditional exports, which have low import intensities, is found to be much bettci than that of 
non-traditional exports. 


Introduction 

THERE is a fear in some quarters that the 
liberalisation process undertaken in the Indian 
economy may lead to a rise in the demand 
forimported raw material without equivalent 
rise in exports, which would worsen the 
balance of trade situation. The purpose of 
this paper is to explore the relationship 
between the imported raw material and 
exports for the Indian economy, for 1,521 
manufacturing companies, fur the period 
1989-90 to 1992-93. 

The performance of exports de^iends on 
many factors (c g, exchange rate, world 
market conditions, policy regime, etc) along 
with availability of imported raw materials, 
it has been claimed that one of the reasons 
for exports stagnating for the Indian economy 
is that adequate and cheap imported raw 
materials were not made available to the 
exporters due to the restrictive trade policy 
regime. However, in some cases where 
imported raw materials have been allowed, 
the export performance has been noteworthy. 
The diamond industry is a case in point, 
where exports have increased substantially 
as imports of raw material were allowed. 
Howevei, if the import requirement of this 
industry is high, then the pertinent question 
is: how much foreign exchange is the 
economy gaining out of this industry, when 
adjustments for import demands arc made, 
in this paper, we would be examining this 
question also. 

Liberalisation of imported raw material is 
expected to serve two purposes. First of ail, 
such a step is expected to make available 
those raw materials which are not 
domestically supplied. In such ca.ses, 
imported raw materials are complementary 
to the domestic raw materials. Secondly, 
when the raw materials which arc allowed 
to be imported are also dome.stical ly supplied, 
the former arc expected to be of better quality 
and also cheaper. In such a situation, imported 
raw materials improve the international 
competitiveness of exports, besides providing 
competition to the domestic suppliers. 


Data 

In this study, our sample consists ot 1,521 
manufacturing companies with sales higher 
than Rs 5.4 crore in 1989-90 and higher i han 
Rs 28 crore in 1992-93. These companies 
have been aggregated into 96 industries and 
4 sectors (use-based classification). The data 
is available through ‘Infotech’ computer 
package and has been compiled by Dart(l) 
Ltd for companies listed in Bombay stock 
exchange and is based on audited annual 
reports published by the companies. 

As IS well known, 1991 was the year of 
crisis for the Indian economy. The balance of 
payments situation became critical and many 
short-term measures had to be taken to avert 
theensis. Along with it. several policy changes 


Sales per cent change over preceding year 

Exports per cent change over preceding year 

Export Intensity of the sample industries 
Imported raw inaierial consumed 
Per cent change over preceding year 
Imjiort intensity of the sample industries 


were also inlnxluccd to addicss tlic basic 
imbalanccs m the ccrinomy. The stmcuiial 
adjustment programme (as the new policy 
initiatives are called) led to both mieriial and 
exiemal liberalisation ol the econimiy. In the 
external field this meant a regime more 
favourable to cx^Hirts and lessening ol thitisl 
on the import suh.stilution polici'*s 'Hius 
libcralis.v.ion ol imports was imriKluced. the 
mpcc was depreciated, along with cenain 
other meu.sures. Howevei, m 1991-92 severe 
import compre.ssion mea'urcs were inlrtxluced 
to control imports, which were lalei withdrawn 

A Brief Review of Literature 

The relationship between export 
performance- and imported raw material 


198*1-90 

1990-91 

1991-92 

l9«>2-93 

iTn,436" ~ 

130.293 

'’154,148 

172,164 


17 98 

18.31 

11.69 

4,816 

S,882 

8,155 

10,807 


22.13 

38.64 

32.52 

4.36 

4.51 

5.29 

6.28 

12,643 

14,443 

15.819 

173,95 


14 24 

9.53 

9.96 

II.45 

11.09 

10.26 

10.10 


Tabii- I SiiAKl. (H-Sampi I Vaii'I Aodi i> in Nri Domisik Pniiiii-i-i 


1 Sample Value Added 

2 Net Domestic Product* 

(for reg manu) 

3 I as per cent of 2 

* Soune: National Accounl.x Stali.xiii.x, CSC) 




(R.x 1 line at, iiiienipro e.x) 

1989 90 

1900 91 

1991 92 

1992 93 

~76,6t»r~ 

20.251 

25.21 \ 

~2^iT 

41,076 

47.184 

so.oto 

56.109 

40 S7 

42 9.) 

49 80 

57 17 


Table 2 : Shari or Sampli Exporis in Inoia's r-'xitiRis 

{Kx I loir III I uneni prii c.v) 



1989 90 

l<»90 91 

1991-92 

1992-93 

1 Sample exports 

4,816 

5.882 

'fi.ISS 

" iW)r 

per cent change over preceding year 


22 11 

<8 64 

.32 52 

2 India's Exports of Goods* 

27.681 

.<2.558 

44.042 

53.351 

per cent change over preceding year 

17 62 

17 62 

35 27 

21 14 

3 1 as per cent of 2 

17 40 

18 07 

18 52 

20 26 


* Soul ee:Report an Currency and finante. Reserve Bank of India 

Tabm' ^ Pbohli- ol mi Samh.l 


(R.x I line ,11 ( urrenlprices) 
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requiretnem has been estimated by Sarma 
(1990) in an input-output framework. He 
finds that the rank correlation coefficient 
between sectoral export growth and their 
rcspcciivc import intensities to be very high 
at 0.94 for the period 1983-117. Siddharthan 
(1989) has fitted a regression equation 
estimating the causality between export 
performance and iniporicd raw material 
requirement. Large public limited companies 
have been considered using Reserve Bank 
of India data tor two periods, \ii, 1982-83 
to 1984-8.^ (representing pre-liberalisation 
period of the mid-1980s) and 1985-86 to 
1987-88 (representing post-liberalisation 
period of the mid-1980.s). However, he finds 
that the impact of import liberalisation 
policies on export performance among large 
firms to be "at best mixed" (p 110). A study 
by the Export Import Bank of India (1991) 
shows that the index of import intensity of 
exports increased from 21.2 per cent in 1980- 
81 to 41.7 per cent in 1988-89 but declined 
to 38 per cent in 1989-90, for the 
manufacturing sector. Sathc (1995) working 
in an input-output tramework finds that the 
import intensity of exports has incrca.scd 
from6.7iii 1951-52to I2.4in 1983-84. Her 
analysis reveals that this rise has been mainly 
due to change in (he composition of exports 
in favour ot non-traditional exports. 
Bhaltacliarya (1989) finds that for the period 
1973-74 to 1979-80 the import intensity has 
increased for many .sectors and that the policy 
of export-linked import liberalisation has 
been succcssfiil in India. The Net Foreign 
Exchange Inflow Rate (NFIR) has been 
astimated by Mani (1991) for large public 
limited companies (data taken from RBI 
publications). He finds that the dependence 
of exports on imports has increased 
substantially, between pre-liberalisation 
period (1982-83 to 1984-85) and post- 
libcralisattun penod (1986-87 to 1988-89). 
Thus, on the whole, these studies point 
towards an increasing dependence of exports 
on imported raw materials, especially in the 
1980s. A recent study by ICICI (1994) is 
based on the ICICI sample companies (455) 
for the period 1988-89 to 1992-93. Some of 
the results of this study have been di.scusscd 
in the next section. 

II 

Imported Raw Material and 
Exports 

Characteristics of the Sample 

Wc begin the analysis by placing the sample 
in the context of the economy. Table 1 gives 
the .share of sample value added in the net 
domestic product (NDP) for the registered 
manufacturing sector. The share of sample 
value added in NDP for registered 
manufacturing sector was 40.5 per cent in 
1989-90 which increa.scd to 52 per cent in 
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Table 4; CoMPOsmoM of $albs 

(Ks crare at current prices) 


Sectors 

1989-90 

1990-91 

1991-92 

1992-93 

1 Basic goods 

27,043 

30,367 

37.063 

41,014 


(24.48) (23.30) 

(24.04) 

(23.82) 


2 Inteniicdiate goods 

29,626 

33,665 

39.348 

44,346 


(26.82) (2.5.83) 

(25.52) 

(26.82) 


3 Capital goods 

18.933 

22,571 

26.720 

27,658 


(17.14) (17.32) 

(17.33) 

(16.06) 


4 Consumer goods 





(a) Durables 

5,785 

7,225 

7,744 

8.406 


(5.23) (5 54) 

(5.02) 

(4.88) 


(b) Non-durables 

29.049 

36.465 

43.274 

50.741 


(26 30) (27.98) 

(28.07) 

(29.47) 


Total 

110,436 

130.293 

154.148 

172.164 


Note: Figures in bracket indicate share in the total. 

Table 5; Comisisitiun of Exports 

(/?r t-rore at current prices) 


Sectors 

I989-90 

1990-91 

1991-92 

1992-93 

1 

Basic goods 

978 

928 

1,461 

2,-341 



(20.30) (15.77) 

(17.91) 

(21 66) 


2 

Intennediate goods 

7I9 

1,040 

1.241 

1.843 


(I4.93) (17.67) 

(1.5.21) 

(17 05) 


3 

Capital goods 

I.018 

1.240 

1,635 

1,614 



(2I.14) (21.07) 

(20.04) 

(14.93) 


4 

Consumer goods 
(a) Durables 

2.52 

243 

374 

506 



(5 23) (4 13) 

(4..59) 

(4.67) 



(b) Non-durables 

1,849 

2,432 

3.445 

4.503 



(38.39) (41.33) 

(42 24) 

(41 66) 



Total 

4.816 

5.882 

8.1.55 

10.807 

Note' Figures in brackel indicate share in the total 





Tabie 6: CoMPosmoN of 

Importf.o Raw Matfrial 

Consumlo by Exisirt.s 





tRs irore at current prices) 

.Sectors 

1989-90 

1990-91 

1991-92 

1992-93 

1 

Basic goods 

70.07 

79.94 

96.35 

99 26 


(I3..33) (13 44) 

<13.15) 

(10.22) 


■y 

Inierinediate goods 

104.95 

111.59 

13681 

173.71 


(19.97) (18 76) 

(18.67) 

(17-88) 


3 

Capital goods 

.30 48 

38 02 

41 67 

52.82 



(5 80) (6.39) 

(5.69) 

(5.44) 


4 

Consumer goods 
(a) Durables 

3 92 

5 32 

6.39 

7 (.5 



(0.74) (0.89) 

(0 87) 

(0 78) 



(b) Non-durables 

316 02 

359 67 

451.42 

637 71 



(60.14) (60.49) 

(61.61) 

(65.66) 



1 'otal 

525.45 

.594.53 

732 65 

971.15 


Note: Figures in bracket indicate share in the total. 


Table 7; Import Iniensiiy of Sample Exports 

(Rs crore at current prices) 



1989-90 

1990-91 

1991-92 

1992-9.3 

1 Impurtcu raw material requirement of exports 

525 

594 

732 

971 

2 Exports 

4.816 

5,882 

8,155 

10,807 

3 Import inicnsily of sample 

10 90 

10.10 

8.98 

8 98 


Table 8; Import Intensity of Sampi.e Expcwts 
(at sectoral level) 


.Sectors 

1989-90 

1990-91 

1991-92 

1992-93 

1 Rosie goods 

7.17 

8.61 

6..59 

4.24 

2 Intermediate goods 

14.59 

10.73 

11.03 

9.42 

3 Capital goods 

2.99 

3.07 

2.55 

3.27 

4 Consumer goods 
(a) Durables 

1..56 

2.19 

1.71 

1.51 

(b) Non-durables 

17.09 

14.79 

13.10 

14.16 


Note: Figures in bracket indicate share in the total. 
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1992>93.’I^U5asizeableportionof registered 
manufacturing is being examined in this 
study. The share of sample exports in the 
total exports have been presented in Table 
2. The share of sample exports in total exports 
of goods was 17 per cent in 1989-90. This 
.share has been consistently rising for the 
period under observation. In 1992-93 the 
share of sample exports to total exports 
became 20 per cent. Titus, the rate of growth 
of sample exports has been higher than that 
of total exports. 

In Table 3. we have given the profile of 
the data being .studied. It gives us the sales, 
the exports and imported raw material used 
by the industries. We find that between 1989- 
90 and 1990-91, the sales increased from R$ 
1,10,436 crore to Rs 1,72,164 crore. If the 
percentage change over the preceding year 
is considered, we find that between the first 
two sub-periods (ic, 1989-90 to 1990-91 and 

1990- 91 to 1991-92), the increase was of an 
order of 17-18 per cent. However, bcl ween 

1991- 92 and 1992-93, the rise was 11 6 per 
cent only. In case of exports, the rate ol 
change has been quite high. While for the 
first sub-period, the percentage change over 
the preceding year was 22 per cent, for the 
later two sub-periods the ri.se was of an even 
higher magnitude at 32-39 per cent. The 
percentage change over the preceding year 
for the imported raw material consumed by 
the indu.stnes was Mpercenl in the first sub¬ 
period, which fell to 10 per cent (approx) 
in the next two sub-periods. This fall was, 
probably, a result of import compression 
measures initiated in 1991-92 and later 
withdrawn in the same year. However, the 
fall seems to have persisted in 1992-93 also 
when import compression measures were 
not operative. In this table, we have also 
presented the expon intensity and the import 
intensity for the sample. The export intensity 
of the sample industries, has been defined 
as exports to sales ratio expressed as 
percentage, and import intensity of the sample 
industries as imported raw material to sales 
ratio expressed as percentage. It can he 
observed that the export intensity of the 
sample indu.stries has increased from 4.3 to 
6.2 in the period 1989-90 to 1992-93. The 
import intensity of the sample industries, on 
the other hand, has decreased from 11.45 to 
10. While some reduction in imported raw 
material used is to be expected as a result 
of import compression measures, the 
decreasing trend has continued in 1992-93 
also. The ICICI .study (1994) mentioned 
above shows a rise in export intensity from 
6.1 in 1988-89 to 10 in 1992-93. However, 
it shows a fall in import intensity between 
1990-91 and 1991-92 (7.1 to 6.2) but a rise 
between 1991-92 and 1992-93 (6.2 to 7.4). 

Next, we examine the composition of sales 
presented in Table 4. For the purpose of 
manageability, the 96 industries have been 


Table 9(A); Expobt Intensitv, Impokt lureNsiTv At Inductbv Ltwi. km l9g4-«io 


(m ttexcendiiiK iirtlerl 


Scr 

No 

Ind 

No 

industry 

Export Ser Ind Industry liiiimn 

Intensity No No Intensity 

1 

70 

Diamond cutling/tiading 

24.22 

1 70 

Diamond cutting/irading 

72.90 

2 

55 

Ferro alloys 

23 42 

2 60 

ElecIronics-inslruincmalKui 







and process cuntrni 

65 94 

3 

95 

Aluniiniuin 

22.42 

3 27 

Photographic lUid allied pmducts 48 16 

4 

67 

Dyes and pigments 

17 80 

4 26 

Plastics 

37 13 

5 

36 

Offiec equip 

17 25 

5 63 

Elcctrunics-coinpulers 

30 39 

6 

13 

Tea/eulYec manuf 

14.43 

6 39 

Melal-lcrrous 

29 83 

7 

12 

Texiiles-machincry 

13 87 

7 89 

Auto ancillaries-shnck ab.sodH'rs 29 74 

8 

22 

Solvent cxtraction/vegetabie 

12.80 

8 21 

Special steels 

28 49 

9 

10 

Textiie.s-coUon-silk 

12.06 

9 62 

Electronics-consumer 

27 01 

to 

63 

Fleet ronics-coinputers 

II 85 

10 80 

Cabics-lclephonc cables 

26 72 

It 

4 

Textiles-woollcns/woisted 

10 85 

II 36 

Office equip 

26 23 

12 

57 

Engines 

10.30 

12 17 

Stecl-gp/gc sheets 

25 76 

13 

58 

Engineering-heavy 

10 25 

13 18 

Steel-cr strips 

25.09 

14 

48 

Health eare 

It) 23 

14 20 

Stcel-mini 

24 02 

15 

28 

Pharmaceuticals 

9 85 

15 81 

Cables powci/diversificil 

22 79 

16 

25 

Pumps/eompressors 

9.83 

16 75 

Cement products 

21 .50 

17 

93 

Auto ancillanes-aulo springs 

9 56 

17 24 

Rubber and iiibher products 

19.71 

IK 

31 

Pcslicides/agrochciiiicals 

8.73 

18 .34 

Packagiiig-plasiiL 

18 75 

19 

64 

Electrodes 

8 27 

19 .54 

Ferulisers-nilrogenous 

IK 19 

20 

44 

Leather and allied products 

8 19 

20 38 

Metal-nnii Icrious 

I7.>)9 

21 

.50 

Granite 

8 17 

21 45 

Laminates and decurulives 

16 75 

22 

8 

Texliles-processing/icxiunsing 8 07 

22 29 

Petroleum 

1656 

23 

26 

Plastics 

7 49 

2.3 93 

Auto aucillancs-aulo spiings 

16 21 

24 

il 

Textiles-collon/blendcd/ 


24 9 

Tcxlilcs-inuniiiadc libres/ 




yarn/fabnes 

7 35 


filament yarn 

15.94 

25 

73 

Chcmicals-inurganic 

6 65 

25 88 

Auto ancillarics-wheels 

15 80 

26 

35 

Packaging-ineiallic 

6 64 

26 28 

Phaiinaccuticals 

15.57 

27 

7 

Textilcs-spmning-cotton/hicndcd 6 33 

27 56 

Fasteners (hg tensile) 

15 27 

28 

90 

Auto aneillarics-general 

5 78 

28 4 

Textlles-woollcii.s/worslcd 

15 25 

29 

81 

Cables power/divcrsificd 

5 56 

29 40 

Medical eqiiipincnt 

15 17 

30 

2 

Tyres, lubes 

5.52 

30 96 

Abrasivcs/grindiiig wheelers/ 







refraetonc.s 

15 II 

31 

5 

Texiiles-synthetic/silk 

5 40 

.31 68 

Dry cells 

15.02 

32 

61 

Electronics-general 

5 28 

32 31 

Pesticide s/agrocheiutenls 

14 88 

33 

78 

Castings and forgings 

5 22 

33 35 

Pacl^gmg metallic 

14.31 

34 

86 

Autoinobile-car/jeep 

5.U 

.34 12 

Texliles-inachinery 

14 28 

35 

84 

Automobile-tractor 

4 97 

35 94 

Auto aiicillaries auto lamps 

1421 

36 

52 

Food, dairy products 

4 93 

36 7.3 

Cheinicals-inuiganic 

14.04 

37 

.14 

Packaging-plastic 

4 82 

37 1 

Vanaspati 

14 02 

38 

91 

Auto ancillaries-gears 

4.69 

38 57 

Engines 

13 79 

39 

92 

Auto ancillaries-battcries 

4 55 

39 83 

Bearing 

13 77 

40 

60 

EIccironics-instruinentation 


40 33 

Painls/viunishes 

13.55 



and process control 

4.19 




41 

14 

Tea processing and trading 

3 84 

41 .5.1 

I'citilisers-phosphalic 

13 10 

42 

3 

Tobacco/cigaieltes 

3 82 

42 10 

TcAUlcs-cotton-siik 

12 83 

43 

82 

Breweries 

3 64 

43 72 

Cheinicals-oig.iiiic 

1 i 99 

44 

72 

Chemicals-organic 

3 58 

44 67 

Dyes and piginenis 

11 80 

45 

59 

Engineering-general 

.3 51 

45 87 

Aiiloniohilc 3 and 2 wheeler 

11.48 

46 

21 

.Special steels 

.3 46 

46 85 

Automobile luv/ks 

II 47 

47 

38 

Mctal-non-rerroiis 

3 .16 

47 91 

Auto ancillarics gears 

10 87 

48 

74 

Ceramics/tilcs/sanilarywarc 


48 16 

.Sicel/spoiige non 

10 38 



marble 

3 28 




49 

71 

cycles and acce.ss 

2 77 

49 25 

Pumps/compressor 

10.-37 

50 

19 

Stecl-luhes/pipe.s/wires 

2 71 

.50 61 

F.lcclronic.s-genural 

10 24 

51 

66 

Electric and ciectronic equip 

2 70 

51 19 

Steel -1 ubcs/pi|ics/wires 

10.11 

52 

16 

Stecl/spongc iron 

2 64 

52 90 

Auto ancillarics-gencrul 

9.86 

53 

51 

Glass and allied products 

2 59 

53 55 

Ferro alloys 

9 78 

.54 

9 

Textiles-muninadc fibies/ 


54 66 

Elccinc and cleclronic equip 

9.71 



filainent yarn 

2.49 




55 

42 

Machine tools 

2 45 

55 58 

Engineering heavy 

8.75 

56 

6 

Textilcs-spinning-synthetic 


56 2 

Tyres, lubes 

8.44 



blended 

2.39 




57 

1 

Vanaspati 

2 25 

57 59 

Engineering-general 

8.02 

58 

62 

Elect ronics-consunicr 

2 09 

58 71 

Cycles and access 

7.97 

.59 

96 

Abrasives/grmding wheelers/ 


59 .32 

Paper and pulp 

9.94 



refractories 

1 96 




60 

23 

Soda ash/cau.stic soda 

1.94 

60 86 

A utumobi Ic-car/jecp 

7.65 

61 

30 

Petrochemicals 

1.90 

61 51 

Gla.ss and allied pixiducts 

7.17 

62 

69 

Domestic appi 

1 87 

62 30 

Petroehemieals 

7.06 

63 

87 

Automobile 3 and 2 wheeler 

1.81 

63 23 

Soda ash/caustic soda 

6.66 

64 

45 

Laminates and decortuives 

1 63 

64 84 

Aiitoinobilc-tractor 

6.65 

65 

.56 

Fasteners (hg tensile) 

I..55 

65 37 

Moulded luggage 

6.62 

66 

47 

lndu.stnal explosives 

1 51 

66 7 

Tcxiiles-spinning-cntton/blended 6.58 

67 

15 

Sugar 

I..37 

67 69 

Domestic appi 

6.47 


(Contd) 
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ctassiried into four sectors based on the ASI 
classiricationfuse-based classification). The 
four .sectors consist of basic goods, 
intermediate goods, capital goods, consumer 
goods - which are further divided into 
durables and non-durables. As is to be 
expected, the internal composition of sales 
has not changed much over the four-year 
period being considered here. While basic 
goods (section I). intermediate goods 
(section 2) and consumer non-durables 
(section 4(b)) account for around 23-29 per 
cent each tor all the years, capital goods 
(section 3) accounts for 17 (lerccnt (approx). 
Thesharcofconsuinerdurables (section 4(a)) 
accounts for .*) per cent only 

The scctorwise composition of exports is 
presented in Table 5. Exports .seem to have 
undergone important changes for the pcritxl 
considered. The share of consumer non- 
durables IS the highest followed by that of 
basic goods. The share of consumer non- 
durables has increased from 3K per cent to 
41 percent while the share of capital goods 
has decreased from 21 percent to 15 percent 
in the period 1989-90 to 1992-93 Consumer 
durables are only a small portion of the total 
exports. Basic gixnls have slightly increased 
their share in the total exports and 
intermediate goiHis have increased their share 
by 2 pcrcenlage points. 

The composition ofiinjxirtcd raw materials 
consiiincd by exports is presented in Table 
6. The imported raw material consumed by 
exports has been defined as (imported raw 
material in the ith indiistry/sales ol the ith 
industry)* exports made by the ith industry. 
It can be noted that il is the nun-durable 
coasumer goixls which coasume a substantial 
part of imported raw materials. This sector 
coastimcd 60 per cent of the imported raw 
material in 1989-90 and this share increa.sed 
to 65 per cent (approx) in 1992-93. 
Surprisingly, capital goods consume only 5- 
6 per cent ot imported raw materials though 
(heir share in total exports is much higher. 
The share ot basic and intermediate goixis 
in consumption of imported raw materials 
has fallen by 2-3 percentage points (hough 
theirexports have slightly risen for the periixl. 

Import Intensity of Exports 

We find that the import intensity of exports 
(defined as imported raw material require¬ 
ment of exports as a percentage share of 
exports) has fallen in Ihe period considered. 
Table 7 indicates the import intensity of 
exports. We find that it has decrea.scd from 
I0.9in l989-90to8.9in 1991-92. Itcontinued 
to be 8.9 in 1992-93. (The observed fall 
could be due two reasons, vi/, change in the 
composition of exports in favour of goods 
with lower import intensity, decrease in (he 
import intensities of the indu.stries. However 
we have not estimated (he relative importance 
of each separately). 


Table 9A: (CimiX * 


Scr 

No 

Ind 

No 

Industry 

Export Ser Ind Industry Import 

Intensity No No Intensity 

68 

89 

Auto ancillorics-shock absorbers 1 30 

68 48 

Health care 

6.07 

69 

79 

Caibon black 

1 20 

69 5 

Textiles-syndietic/silk 

5.99 

70 

29 

Petroleum 

1.15 

70 64 

Blecirudes 

5.-53 

71 

24 

Rubber and rubber products 

1.03 

71 92 

Aulo ancillurics-batienes 

5.27 

72 

32 

Paper and pulp 

I.OI 

72 78 

Castings and forgings 

4.80 

7,t 

85 

Aulomobile-licv/lcv 

1 01 

73 49 

Halcheries 

4.57 

74 

94 

Auto ancillanes-aulo lamps 

0.90 

74 82 

Breweries 

4.I4 

75 

40 

Medical equipment 

0 88 

75 42 

Machine tools 

3.11 

76 

33 

Paints/varnishes 

0 79 

76 65 

Electric lumps 

3.I0 

77 

88 

Aulo ancillaries-whecls 

0.77 

77 74 

Ceramics/tiles/sanitaryware/ 

marble 

.3 07 

78 

68 

Dry cells 

0 74 

78 95 

Aluminium 

2.88 

79 

37 

Moulded luggage 

0.65 

79 8 

Tcxiilcs-processing/iextunsing 

2.63 

80 

83 

Rearing 

0.53 

80 79 

Carbon black 

2.57 

81 

20 

.Siccl-inmi 

0.35 

81 44 

Leather and allied products 

I 76 

82 

27 

Ptioingraphic and allied producis 0.32 

82 15 

Sugar 

I..57 

83 

77 

Cement 

0.28 

83 II 

Textilcs-cotton/blendcd/yarn/ 

fahnes 

I..56 

84 

75 

Cement products 

0.27 

84 13 

Tea/coffee maniii 

I..55 

85 

53 

Fcnili.scrs-phosphaitc 

0 13 

85 47 

hidusinal explosives 

1.44 

86 

18 

.Sleel-cr strips 

008 

86 77 

Cement 

1.24 

87 

39 

Metal-ferrous 

0 05 

87 22 

Solvent cxiracliun/vegetahle 

0.97 

88 

54 

Fertilise rs-nilrogenoiis 

0.04 

88 43 

Lubricants 

0.94 

89 

43 

Lubricants 

0.03 

89 46 

IndiLstrial gas 

0.79 

90 

17 

Steel gp/gc sheets 

0.01 

90 6 

1 'exiiles-spinning-synthciic/ 

blended 

0.65 

91 

49 

Hatcheries 

()fX) 

91 52 

Food, dairy products 

0.30 

92 

65 

Electric lamps 

0 .(K) 

92 3 

Tobacco/cigarelles 

0 29 

93 

76 

Cement (mini) 

().(X) 

93 14 

Tea processing and trading 

0.28 

94 

80 

C.Tbles-lcIcphonc cables 

().(X) 

94 50 

Granite 

000 

95 

46 

Industrial gics 

0 (X) 

95 76 

Cement I mini) 

0.00 

96 

41 

Marine products 

NA 

96 41 

Marine products 

NA 


Tabi> 9(B); Export iNiiNsirv, Import Inilnsiiv At Inou.strv Ltvri. tor 1990-91 


(in ili si eiulmg order) 

Scr 

Ind 

Indu.siry 

Export 

Ser Ind Industry 

Import 

No 

No 


Intensity 

No No 


Intensity 

-- 

70 

Diamond culliiig/trading 

27.09 

1 70 

Diamond cutting/lruding 

78 50 

2 

41 

Murine producis 

23.02 

2 27 

Pltolographic .and allied pnxliicls 48.74 

3 

67 

Dyes and pigments 

18 II 

3 53 

Fertilise rs-phosphalic 

33.97 

4 

55 

Ferro alloys 

18 05 

4 18 

Sleel-cr strips 

33.60 

5 

50 

Granite 

15.W) 

5 26 

Plastics 

32.20 

6 

II 

Texliles-cotton/blended/yurn/ 


6 17 

Sicel-gp/gc sheets 

31 .30 



fabrics 

14 64 




7 

95 

Aluminium 

14 18 

7 21 

Special steels 

27 62 

8 

13 

Tea/cotl'ce iiianuf 

1.3.76 

8 39 

Metal-ferrous 

26 72 

9 

58 

Engineering-heavy 

12 73 

9 20 

Stcel-inini 

25 72 

lO 

12 

Textiles-machinery 

12.33 

10 75 

Cement products 

24 45 

II 

10 

Tcxtiles-woollens/worsled 

II 58 

II .36 

Office equip 

24.44 

I2 

4 

Textiles-woollcn.s/worslcd 

I0..54 

12 40 

Medical equipment 

2.3.65 

I3 

94 

Auto ancillarics-auto lamps 

10.40 

13 63 

Electronics-computers 

23.40 

I4 

22 

Solvent cxiraction/vegetabic 

10.22 

14 42 

Machine tools 

20.40 

15 

57 

Engines 

9 83 

15 24 

Rubber and rubber products 

19.97 

16 

60 

Electronics-insirumcnintion 


16 73 

Chcinicals-inorganic 

I9..59 



and process control 

9.78 




17 

25 

Pumps/compressors 

9.71 

i7 81 

Cables power/diversificd 

19.31 

18 

28 

Pharmaccutic.Tls 

9 51 

18 62 

Electronics-consumer 

19.10 

19 

92 

Auto ancilluries-baticries 

9.16 

19 29 

Petroleum 

19 04 

20 

8 

Texlilcs-processing/texturising 9.(X) 

20 35 

Packaging-metallic 

19.04 

21 

26 

Plastics 

8.86 

21 34 

Packaging-plastic 

18.33 

22 

31 

Pesticidcs/agrochemicals 

8.66 

22 88 

Auto ancillanes-wheeis 

17.91 

23 

64 

Electrodes 

8.18 

2.3 68 

Dry cells 

17.86 

24 

81 

Cables powcr/divcrsified 

8.06 

24 80 

Cables-telephnne cables 

17.49 

25 

44 

Leather and allied producis 

7 88 

25 96 

Abrasives/grindingwhcclers/ 







refractories 

16.84 

26 

7 

Texlilcs-spmning -coltoii/blendcd 7.73 

26 38 

Mctal-nonfeirous 

16.64 

27 

.36 

Ofriee equip 

7.70 

27 45 

Laminates and decoralivcs 

16.41 

28 

91 

Auto ancillaries-gcars 

7.44 

28 57 

Engines 

16.27 

29 

2 

Tyres, tubes 

7 10 

29 8.3 

Bearing 

16.08 

30 

5 

Tcxiiles-synthetic/silk 

6.91 

30 56 

Fasteners (hg (ensile) 

14.51 

31 

3 

Tabacco/cigaiettes 

6 78 

.31 54 

Fertili-sers-nitrugenous 

14.07 

32 

48 

Health care 

6.67 

32 28 

Pharmaceuticals 

14.00 

.3.3 

52 

Food, dairy products 

6..30 

.33 12 

Textiles-machinery 

13 95 

34 

6 

Texliies-spinning-synthelic/ 


34 90 

Auto ancillarics-general 

13.07 



blended 

5.91 





(Cimid) 
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TABI.F 98; (ConiJ) 


The import intensity of expoits at sectoral 
level has been presented in Table 8. We find 
that consumer non-durables had the highest 
import intensity at 17 per cent in 1989-90, 
followed by intermediate gixids which had 
the import intensity of 14 per cent. All the 
other three sectors had much lower inten¬ 
sities in the same period. However, between 
1989-90 and 1992-93, most of the import 
intensities of exports had fallen except for 
capital goods. 

Industrywise Export Intensity and 
Import Intensity 

In Table 9, we have presented the 
industrywise export intensity and import 
intensity for the four years under 
consideration, in a descending order. The 
first column gives the i anking of the industries 
and the second column give.s the industry 
number. The third column gives the export 
intensity of the industry. It can he seen that 
all the industries were exporting less than 
2.*! per cent of their sales in 1989-90. The 
export intensity of some of the industries has 
increased substantially over ihe period. 
Marine products (ind 41) whose export 
intensity was 23 per cent m 1990-91 (data 
for 1989-90 are not available) inereased its 
cxptirt intensity by 74 per cent in 1992-93. 
Similarly, diamond cutting/trading (ind 70) 
and granite (ind 50) more than doubled their 
export intensities. When the top 20 industries 
are considered (i c, top 25 per cent of the 
sample), wc find certain important changes 
over the period. Besides the fact that, on the 
whole, the export intensities increased for 
this group, the number of traditional and 
new-traditional exports in top 25 per cent 
was six in 1989-90.' This number increased 
to 12 III 1992-93. Thus, it is the traditional 
industries (old and new) which have benefited 
by the liberalisation of the economy. Ihe 
export intensity of ferro alloys (ind 55), 
aluminium (ind 95), office equipment (ind 
36), electronics-computers (ind 63), engines 
(ind 57) engineering-heavy (ind 58), health 
care (ind 48), pharmaceuticals (ind 28), 
electrodes (ind 64). auto ancillarics-auto 
springs (ind 93) experienced a fall in the 
period. While the fall is substantial in the 
case of office equipment, electronics- 
computers, engineering-heavy, electrodes, 
auto ancillaries and spares, it is less severe 
in case of other industries. Thus it is basically 
the engineering industry which has not been 
able to expand its exports in the liberalised 
regime. However, the export intensity of 
pcsticides/agFochemicals has in fact increased 
overthe period. Besides the above-mentioned 
industries which experienced an increase in 
the share of exports, dyes and pigments (ind 
67). tea and coffee manufacturing (ind 13), 
varieties of textiles (ind 10. II, 7, 8, 6,4). 
tyres and tubes (ind 2), auto ancillaries-auto 
lamps (ind 94) al.so increased their export 


Ser Ind Industry Export Svr ind Industry Impon - 

No No Intensity No No lnlr.nsily 


78 Castings and roiging.s 5 Hi 


;tf> 

72 

Chuinicals-organic 

58I 

.17 

34 

Packaging-plasiic 

5 53 

38 

14 

1 'ea processing and trading 

5 42 

39 

<)0 

Auto ancillancs-gcneral 

5.11 

40 

59 

Engineering-general 

4 95 

41 

82 

Breweric.s 

4 94 

42 

35 

Packaging-nielullic 

4 47 

43 

62 

Electronics-consumer 

4 42 

44 

85 

Aulomobile-hcv/lcv 

4 40 

45 

89 

Auto ancillancs-shock ahsorbeis 4 37 

46 

63 

Electronics-computers 

3 98 

47 

71 

Cycles and access 

3 78 

48 

88 

Auto ancillanes-whccls 

3 67 

49 

21 

Special steels 

3 61 

.50 

6 T) 

Electric and electronic equip 

3 29 

51 

16 

Stccl/sponge iron 

3 01 

52 

30 

Petrochemicals 

2 84 

53 

38 

Melal-non ferrous 

2 83 

54 

73 

Cheiniculs-iiiorganic 

2.82 

55 

9 

Texiilcs-nianinadc fibres/ 




filaincnl yarn 

2 67 

56 

56 

Fasteners (hg tensile) 

2 67 

57 

42 

Machine IihiIs 

2 SI 

58 

‘)6 

Ahrasives/gniiding wheelers/ 




refractoiics 

2 49 

59 

23 

Soda ash/caiistic soda 

2 42 

60 

•19 

Sleel-tubes/pipes/wircs 

2.38 

61 

1 

Vanasputi 

2 35 

62 

87 

Automobile 3 and 2 wheeler 

2 35 

63 

93 

Auto ancillaries-aulo springs 

2 15 

64 

74 

Ceramics/iilc.s/saniiaryware/ 




marlile 

l.‘)6 

65 

51 

Class and allied products 

1 87 

66 

45 

Laminales and dccoialives 

1 85 

67 

47 

Industrial explosives 

1 77 

68 

61 

Electronics-general 

1 71 

69 

86 

Automobile-car/jeep 

1 65 

70 

33 

Paints/varnishes 

1 60 

71 

15 

Sugar 

1 58 

72 

29 

Petroleum 

1.57 

73 

46 

Indusirial gas 

1 .50 

74 

80 

Cahles-tclephoiic cables 

1 33 

75 

32 

Paper and pulp 

1 '3 

76 

69 

Domestic appi 

1 II 

77 

24 

Rubber amt rubber products 

1 07 

78 

68 

Dry cells 

0 79 

79 

83 

Beanng 

0 70 

80 

27 

Photographic and allied products 0 so 

81 

75 

Cemeni products 

0 48 

82 

76 

Cement (mini) 

0 46 

83 

53 

Fertilise rs-phosphatic 

0 40 

84 

37 

Moulded luggage 

0 35 

85 

77 

Cemeni 

0 33 

86 

20 

Sieel-mmi 

0.32 

87 

39 

Melal-ferrous 

0.29 

88 

18 

Sleel-cr strips 

0 25 

89 

54 

Fcrtiliscrs-nilrogcnous 

0 24 

90 

84 

Auloniobile-tractor 

0 10 

91 

43 

Lubricants 

0 03 

92 

79 

Carbon black 

0 01 

93 

49 

Hatcheries 

OIX) 

94 

65 

Electric lamps 

O.(X) 

95 

40 

Medical equipment 

O.tX) 

96 

17 

Stcel-gp/ge sheets 

0(X) 


,t.S ,U Peslicides/agiochcniUiils 12*12 


.36 55 

Ferro alloys 

12.86 

37 .33 

Paint s/variiishes 

12 61 

38 9 

Textiles manmade fibres/ 
filiiK'ni yarn 

12 44 

.39 58 

Engineeimg heavy 

11 63 ‘ 

40 92 

Aulo ancillaiies halleries 

11 53 t 

41 60 

Elcctronii. s-insli unienlalion 
and process control 

11 52 * 

42 4 

■| exIiles-wiKillens/worsted 

10‘)7 

4.3 67 

Dyes and pigmenis 

1061 ■ ■ 

44 16 

.Sicel/sponge iron 

1053 ■) 

45 49 

Hatcheries 

10 23 L 

46 66 

Eleciiic and elecirunie equip 

9<M 

47 19 

.Slecl-iubes/pipcs/wiies 

9.21 

48 25 

Pump.s/coinpressors 

9 16 « , 

49 72 

CheiiiicalS'Oig.iiiic 

9.10 ■' ■ 

.50 86 

Aulomobilc-car/|eep 

9.01 

51 to 

Textiles-colloii-silk 

8 62 

52 37 

Moulded luggage 

8 61 

53 87 

Automobile - 3 and 2 wlieelei 

8 10 

54 93 

Aulo ancillaries aulo springs 

7 81 . 

55 6‘) 

Domestic appI 

7.80 

56 85 

Aiiloiiiobile hcv/lcv 

7 78 

57 2 

Tyres, lubes 

T76 „ 

58 89 

Aulo anrillanes-shoik absorbers 7.25 • 

59 5 

Tcxtiles-synlhclic/silk 

7 23 \ 

60 32 

Paper and pulp 

7.15 ; . 

61 91 

Auto aneill.iries-gcars 

6 .*i() 

62 51 

Class and allied prodiicis 

^23 1 

63 64 

F.lcclrodcs 

6,21 *3 ' 

64 82 

Breweries 

1 ; 

65 23 

.Soda asti/caiislic soda 

5.80 f'l 

66 61 

Eleciroiiu s general 

5 35 i’’ i 

67 6 

Texliles-spinniiig-synthetic/ 
blended 

%' 

5.05 

4.69 1 
440 f, 
4.34 ‘.1 ■ 

68 59 

bngiiKcringgeneial 

69 30 

Pcirocheiiiicals 

70 78 

Castings ami torgings 

71 71 

Cycles and access 

4.31 Vi; 

72 8 

■|exliles-processing/lexlurising .3.77 

73 95 

Aluniiiuiim 

3..52 

74 48 

Hc.dih care 

3.47 )'-■ 
3.47 iU 

75 79 

Caibon black 

76 7 

Tcxliles-.spirining-collori/hlended 3..39 fe - 

77 74 

(■craiiiics/liles/sanilarywaie/ 

marble 

2.83 I 

78 65 

Eleclric lamps 

2.57 p 
2.50 |(1 

79 II 

Texlilej, collon/Mcnded/yarn/ 
fabrics 

80 46 

Indoslrial gas 

2.46 II 

81 84 

Auioinoliile-iruclor 

2.39 If 

82 44 

l-eathcr and allied pnsducis 

Ij 

1.97 fl 

83 22 

.Solvent exiraction/vcgetable 

84 1 

Vanaspati 

1.69 |! 

85 13 

Tca/coffcc manuf 

1.57 1* 

86 94 

Auto ancillancs-auto lamps 

1-49 

87 77 

Cement 

1.14 1 

88 4.3 

Lubricants 

0.93 dj 

89 15 

Sugar 

0.62 1 

90 3 

Tobacco/eigarettes 

0..56 1 

91 47 

Industnal explosives 

0.49 1 

92 14 

Tea processing and trading 

0.33 1 

9.3 52 

Food, dairy prmlucts 

0.30 1 

94 76 

Cement (mini) 

0.00 1 

95 SO 

Granite 

0.00 1 

96 41 

Marine products 

0.00 |. 
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Ovi\. ot \\vftsfc, ot\\^ 

ignenis, tyres and tubes and auto tamps are 
ton-ttadtttona\ exports. On the other hand. 
\t Chttbe seen that some o( the \owcsi export 
intensities are shown by chcmical-hascd 
industries (eg, fertilisers, paints and 
varnishes, lubricants, etc), cement, paper and 
pulp, etc. 

The next step is to examine the import 
intensitie.s of industries which have been 
presented in the same table. It can be ob.scrved 
that the highest import intensities belong to 
the category of chemical industries, electronic 
industries and a few mining industries. 
However, the first rank and import intensity 
of more than 70 per cent for three out of four 
years is observed in case ot the diamond 
cutting/irading industry (ind 70). Out of top 
20 industries (i lop 25 percent of industries ) 
in 1980-90,12 arc repeated in 1992-93. The 
new entrants t vix, pharmaceuticals (ind 28), 
fcrtilisers-phosphatic (ind S3), engines (ind 
57) etc, however, al.so belong to the chemical 
industries and engineering goods category 
mentioned above. An important result which 
emerges is that mo.st of the industries have 
experienced a fall in the import intensities 
for the period considered. .Some rise in the 
import intensities can be observed in case 
of photographic and allied products (ind 27), 
rubber and rubber products (ind 24), cement 
products (ind 75), stcel-cr strips (ind 18) and 
diamond cutting and trading (ind 70). Metal- 
ferrous (ind 39) has had a sixeablc fall in the 
import intensity from 29.83 in 1989-90 to 
11.75 in 1992-93. Incase of other industnes 
the fall has been much less steeper. Most of 
the consumer non-durables have very low 
import inicnsities except pharmaceuticals. 
This probably explains the high import 
intensity of consumer non-durable exports 
seen in Table 8. 

Another way of looking at the depen¬ 
dence of cxpoils on imported raw material 
is by using the measure Net Foreign Ex¬ 
change Inflow Ratio (NRR), which has 
, been definedasNFIRs {(exportsofindustry 
i - imported raw material consumed by the 
exports of industry i)/cxports of industry 
i}*100. 

It can be noted that the NRR for an industry 
falls as the import intensity of the industry 
rises.^ Thus as the import intensity of exports 
has fallen over the period (as we have shown 
in the above section), the NFIR has risen. 
NFIR at an aggregative level has been 
presented in Appendix Table Al. In 1989- 
90, the NFIR was 89.1 which increased very 
slightly to 89.9 in 1990-91. In 1991-92, the 
ratio became 91.02 and decreased slightly 
to 91.01 in 1992-93. 

The NFIR at industry level have been 
presented in Appendix Table A2. At the 
industry level we find that many of the con- 
.sumer non-durables have high NFIR, e g, 
sugar (ind IS), marine products (ind 41), 


Taiiie 9(C); Export Intensitv. Import Intensity At Industry Level for 1991-92 

(in descending order) 


Scr 

No 

Ind 

No 

Industry Export Ser Ind 

Intensity No No 

Industry 

Import 

Intensity 

1 

41 

Marine products 

60.64 

1 

70 

Diamond cutiing/trading 

66.25 

2 

70 

Diamond cutiing/trading 

40.72 

2 

27 

Photographic and allied products 57.41 

.3 

50 

Granite 

39.24 

3 

53 

Fertilisers-phosphatic 

.39.79 

4 

67 

Dyes and pigments 

19.80 

4 

18 

Steel-cr strips 

31.75 

5 

55 

Ferro alloys 

19.45 

5 

26 

Plastics 

30.85 

6 

94 

Aulo ancillaries-auto lamps 

18.57 

6 

17 

Sieel-gp/gc sheets 

22.92 

7 

13 

Tca/coffee manuf 

16.40 

7 

75 

Cement products 

21.48 

8 

It 

Textiles-colton/blcnded/yam/ 

fabnes 

16.06 

8 

81 

Cables power/diversified 

20.78 

9 

95 

Aluminium 

15.97 

9 

40 

Medical equipment 

19..56 

10 

to 

Texlilcs-coiton-silk 

15.53 

10 

.34 

Packaging-plastic 

19.31 

II 

22 

.Solvent exiractioa/vegelable 

13.11 

II 

54 

Fertilisers-nitrogenous 

19.17 

12 

92 

Auto ancillanes-batteries 

12.63 

12 

62 

Electronics-consumer 

18.91 

1.3 

6 

Texliles-spinning-synlheiic/ 

blended 

12.30 

13 

21 

Special steels 

18.77 

14 

7 

Texlile.s-spinning-collon/biendcd 

12.24 

14 

29 

Petroleum 

18.62 

IS 

12 

Tcxiiles-machinery 

12.19 

15 

80 

Cables-lelephone cables 

I8..56 

16 

4 

Tcxtiles-woolicns/worsted 

11.94 

16 

63 

Electronics-computers 

18.53 

17 

8 

Tcxtiles-proccssing/textursing 

11.79 

17 

24 

Rubber and rubber products 

18.21 

18 

44 

Leather and allied products 

11.41 

18 

42 

Machine tools 

17.89 

19 

31 

Pe.sticides/agrochemicals 

10.76 

19 

20 

Steel-mini 

17.67 

20 

64 

Electrodes 

10.13 

20 

83 

Bearing 

17.55 

21 

25 

Pumps/coinpressors 

10.10 

21 

73 

Chemicafs-inorganic 

17.22 

22 

.3 

Tohacco/cigorelles 

9.98 

22 

36 

Office equip 

16.58 

23 

28 

Pharmaceuticals 

9.80 

23 

39 

Metal-ferrous 

16.46 

24 

58 

Engineering-heavy 

9.20 

24 

35 

Packaging-metallic 

15.97 

25 

52 

Food, dairy products 

9.04 

25 

57 

Engines 

15.47 

26 

5 

Tcxtilcs-synthelic/silk 

8.66 

26 

28 

Pharmaceuticals 

14.15 

27 

57 

Engines 

8 47 

27 

96 

Abrasives/gnnding wheelers/ 
refractories 

1.3.89 

28 

26 

Plastics 

7.68 

28 

90 

Auto ancillaries-gencral 

13..55 

29 

.36 

Office equip 

7.51 

29 

88 

Auto ancillarics-whcels 

13.35 

30 

91 

Auto ancillaries-gcars 

7.24 

.30 

45 

Laminates and dccoralives 

13 26 

31 

85 

Auloniobite-hcv/lcv 

6 84 

31 

12 

Texiiles-machincry 

12..36 

32 

62 

Electronics-consumer 

6.81 

32 

31 

Pesiicides/agrochemicals 

I2..33 

33 

2 

Tyres, tubes 

6.81 

33 

25 

Pumps/compressors 

12.28 

34 

14 

Tea processing and trading 

6.79 

34 

38 

Metal-non ferrous 

11.68 

35 

78 

Castings and forgings 

6.45 

35 

60 

Elecironics-instru mentation 
and process control 

11.43 

.30 

48 

Health care 

6.43 

36 

68 

Dry cells 

10.97 

.37 

72 

Chemicals-organic 

6.28 

.37 

16 

Steel/spongc iron 

1067 

38 

90 

Auto ancillanes-general 

6 27 

38 

56 

Fasteners (hg tensile) 

10 42 

39 

39 

Metal-ferrous 

6.23 

39 

89 

Auto ancillaries-shock absoibers 10 42 

40 

60 

Electronics-instrumentation 
and process control 

6.06 

40 

66 

Electric and electronic equip 

10.16 

4i 

59 

Engineering-general 

5.80 

41 

69 

Domestic appI 

9.91 

42 

21 

Special steels 

5.66 

42 

33 

Paints/vamishes 

8.80 

43 

34 

Packaging-plastic 

5.36 

43 

37 

Moulded luggage 

8.79 

44 

81 

Cables power/diversified 

5.28 

44 

2 

Tyres, tubes 

8.26 

45 

71 

Cycles and access 

5.10 

45 

67 

Dyes and pigments 

8.23 

46 

56 

Fasteners (hg tensile) 

5.08 

46 

49 

Hatcheries 

8.08 

47 

88 

Auto ancillarics-wheels 

4.93 

47 

72 

Chemicals-organic 

8.05 

48 

93 

Auto ancillaries-auto springs 

4.47 

48 

86 

Autoinobilc-car/jcep 

7.95 

49 

16 

Sieel/sponge iron 

4.47 

49 

58 

Engineering-heavy 

7.85 

50 

73 

Clwmicals-inorganic 

4.43 

.50 

93 

Auto ancillaries-auto springs 

7.69 

51 

66 

Electric and electronic equip 

4.09 

SI 

9 

Textiles-maninade fibres/ 
filament yarn 

7.14 

52 

35 

Packaging-metallic 

3.92 

52 

19 

Steel-iubes/pipes/wires 

7.10 

53 

19 

Steel-tubc.s/pipes/wires 

3 86 

53 

87 

Automobile - 3 and 2 wheeler 7.04 

54 

42 

Machine toots 

3.76 

.54 

85 

Auiomobile-hcv/lcv 

6.61 

55 

23 

Soda ash/caustic soda 

3.63 

55 

61 

Electronics-general 

6.52 

56 

74 

Ceramics/tiles/sonilaryware/ 

marble 

3.16 

56 

10 

Texiiles-cotlon-silk 

6.46 

57 

89 

Aulo nncillories-shock absoibers 

3.12 

57 

4 

Texliles-woollens/worsted 

6.45 

58 

87 

Automobile 3 and 2 wheeler 

2.94 

58 

51 

Glass and allied products 

5.98 

59 

63 

Electronics-computers 

2.94 

.59 

32 

fhiper and pulp 

5.46 

60 

.30 

Petrochemicals 

2.80 

60 

22 

Solvent extraciion/vegeiable 

5.40 

61 

46 

Industrial gas 

2.76 

61 

91 

Anio ancillaries-geors 

5.33 

62 

38 

Metal-non-ferrous 

2.6.5 

62 

64 

Electrodes 

5.07 

63 

47 

Industrial explosives 

2.58 

63 

46 

Industrial gas 

.5.01 

64 

9 

Textiles-inanmode ribre.s/ 
Filament yam 

2.51 

64 

79 

Carbon black 

4.93 

65 

69 

Domestic appi 

2.33 

65 

48 

Health care 

4.92 

66 

96 

Abrasives/grindingwhcelers/ 

refractories 

2,25 

66 

55 

Ferro alloys 

4.80 

67 

45 

Laminates and decoratives 

2.18 

67 

59 

Engineering-general 

4.50 


(Contd) 
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Tabu: 9C: (Could) 


food and dairy products (ind 52). tea pro¬ 
cessing and trading (ind 14). Granite (ind SO) 
which belongs to the basic goods category 
al«) has high NFIR. Out of the intermediate 
and capital goods, industrial explosives 
(ind 47), auto ancillaries-auto lamps 
(ind 94), castings and forgings (ind 78) have 
high NFIR. By and large, it is the chemicals 
and electronic industries which have low 
NFIR. However, pharmaceuticals (ind 28) 
belonging to consumer non-durable sector 
have very low NFIR. As is to be expected, 
diamond cuiting/trading (ind 70) has one 
of the lowc.st NFIR ranging between 26 to 
33. Thus this industry is one of the lowest 
foreign exchange earners per Rs 100 of 
exports. 

Forex Intensity of Industries 

From the point of view of policy 
implications, it is very important to kn»w the 
indusirywise cx|mrts and theirrelati vc shares. 
However, we fitcc a difficulty here. For 
example, if the total exports for the economy 
arc examined, we would find that the share 
of diamond cutting/irading industry is very 
high and thus policy initiatives should be 
taken to b(M>st the exports in this industry. 
However when NFIR is considered, the 
ranking of the same industry is amongst the 
lowest and hence the implication follows 
that this industry is not important from the 
forex point of view and hence need not be 


Scr 

No 

Ind 

No 

Industry 

Export Ser Ind 
Intensity No No 

Industry Import . 

Iniensuy 

68 

61 ’ 

Elccltonics-gencral 

2.17 

68 5 Tcxtilcs-syntbcticlsitw 

4,43 

69 

51 

Glass and allied products 

206 

69 30 Pctmcbcnticals 

4.42 

70 

32 

Paper and pulp 

193 

70 23 

Soda ashicaustic sod,i 

4.31 

71 

86 

Autoinobile-car/jecp 

1 83 

71 92 

.Auli) aiKiUanes-battcnes 

4 19 

72 

15 

Sugar 

1 Kl 

72 71 

Cycles and access 

3.82 

73 

82 

Breweries 

1.74 

73 95 

Aluiiunium 

3.41 

74 

37 

Moulded luggage 

1..57 

74 82 

Breweries 

2.86 

75 

29 

Pclrolcum 

1 24 

75 84 

Automobitc-lr.>ci»r 

2 78 

76 

49 

llalcheries 

1.16 

76 43 

LubnCtinls 

2 78 

77 

24 

Rubber and rubber products 1 14 

77 65 

Elocinc lamps 

2 78 

78 

68 

Dry cells 

1 11 

78 44 

Leather and allied pniducls 

2 68 

79 

33 

Painis/vamishes 

0 84 

79 6 

Tcxiilcs-spmnmg-syni belie/ 
blended 

1.96 

80 

40 

Medical eqiiipmenl 

0 84 

80 8 

Tcxillcs-processing/irxlunsing 1 94 

81 

27 

Phulogiaphic and allied products 0 65 

Kl 78 

Castings and forgings 

1 91 

82 

83 

Bearing , 

0 55 

82 74 

Ceramics/liles/.sanilarywaiv/ 

marble 

1,87 

83 

77 

Ceineni 

0 50 

81 13 

Tca/coffee inanuf 

1 56 

84 

17 

Stccl-gp/gc shcels 

046 

84 7 

Texlilcs-spinning-eoilon/bleiided 1 35 

85 

1 

Vanaspaii 

0 41 

85 II 

Tcxiiles-cotton/bicndeil/yani/ 

fubric,s 

1 34 

86 

53 

Fertili.scrs-phospalic 

0,41 

86 94 

Auto .mcillancs-autn lamps 

1 10 

87 

75 

Ceineni products 

0 39 

87 77 

Cement 

1.04 

88 

18 

Stcel-cr .strips 

0.31 

88 1 

Vanaspati 

1 (X) 

89 

20 

Stcel-niini 

0.31 

89 3 

Tohacco/cigarellcs 

0.90 

90 

4.3 

l.ubrirants 

0 10 

90 50 

Granite 

0.56 

91 

54 

Fertilisers-nitrogcnous 

0 10 

91 47 

Indii.strial explosives 

0 52 

92 

80 

Cables-lelephone cables 

o.tw 

92 52 

Food, dairy products 

0.47 

93 

79 

Carbon black 

0 06 

93 14 

Tea processing and trading 

0.46 

94 

84 

Aulomobile-iraclor 

0 01 

94 15 

.Sugar 

0 25 

95 

65 

F.lcctric lamps 

0 00 

95 41 

Mamie products 

0.11 

96 

76 

Cement (mini) 

0.00 

96 76 

Cement (mini) 

0 00 


encouraged by the government. Similarly, 

industries like vanaspati (ind 1), cement (ind noted that the measure is defined in the 
77)havcveiyhighNFIR(asAppendixTablc context of sales (both intensities are with 
A2 shows) but their share in total exports respect to sales) and docs not consider 
IS very low and hence in some sense their relative share of industries in total exports 
export potential is also very low. Any (the share in total exports has not been 
governmental support for these sectors considered because we arc dealing with 
probably will not lead to improved export sample data). 

pcrfonnancc.Toavoidthisparadox.wehavc The high and low have been divided 
developed a new mca.surc called ‘Forex according to the following norm. Top 25 per 
Intensity’ of industries which gives a more cent have been defined as high intensities, 
realistic picture of contribution of various BetwecnlSandSOpcrcenthavebecndefined 
industries to the foreign exchange earnings, as medium level intensities. The rest arc low. 
The measure is explained below. Tims we compare the two intensities and 

We divide thi’ industries into four cla.s.sify the industries according to above 
categories. The first category consists of scheme. 

those industries which have high export The following industries have high forex 
intensity but do not require high amounts of intensities- marine products (ind 41), granite 
imported raw materials per unit of sales, i (ind 50), lea and coffee manufaciuring (ind 
e, low import intensity. Thc.se industries 13 ), dyes and pigments (ind 67), aluminium 
have been called ‘high forex intensive’ (ind95),ferroalloys(ind55).autoancillary- 
industries. The second category consists of auto lamps (ind 94), solvent extraction (ind 
those industries which have high or medium 22), leather and allied products (ind 44), 
export intensities and also have high or stecl-tubes/pipc.s/wires (ind 19), pumps and 
medium import intensities Such industries compre.ssors (ind 25) and certain textile 
have been called 'low forex intensive’ industries (viz, 5,6,7,8,11). Industries with 
industries. TTie industries which have low low torex inten.sities are diamond cutting/ 
export intensities but have high import trading (ind 70), pharmaceuticals (ind 28), 
intensiticshavcbcentermed’forexdrainers’. engines (ind 57), pesticides and 
Finally, the last category consistsof industries agrochemicals (ind 31), tyres and lubes (ind 
which have low export and low import 2) and certain textile industries (viz, 4, 10, 
intensities. 'Fhese industries do not have any 14). Industries fertilisers (ind 53,54), cables 
substantial forex implications. It needs to be (ind 80, 81), plastics (ind 26), medical 


equipment (ind 40), rubber and rubber 
products (ind 24) arc lorex drainers. 

Correlation Coefficient for Exports and 

Imported Raw Materitd Requirement 

The relationship between export 
performance and imported raw material 
requirement ol exports for industries has 
been presented in Tabic 10. While the 
coefficient has been quite high lor most of 
the period, it shows a declining trend. Thus 
the cocllicienl has decrea.sed from 0.64 in 
1989-90 to 0.59 in 1991-93. This result 
buttres.scs our findings that over the period 
therclalionshipbetween exports aiidimportcd 
raw material has got weakened 

Import Intensity of Sales 

The import intensity of .sales (less exports) 
has been presented in Table 11. It shows that 
the imported raw material required by 
domestic sales has also been fulling from 
11.47 to 10 for the penod 1989-90 to 1992- 
93. It can also be noted that the import 
intensity of domestic ‘ ales has always been 
higher than that of exports. Since the ratio 
of imported raw material to sales is the same 
in both cases, it is the composition of domestic 
sales and exports, which has led to this result. 
In fact, the fall in import intensity of exports 
has been higher (i e. 17.6 per cent) than that 
of domestic sales (i c, 11 per cent). 
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Import Substitution in the Use of 
Imported Raw Material 

To estimate whether import substitution 
in the use of imported inputs has occurred, 
a simple mcthtxl has been used. We have 
estimated the share of imported raw material 
in total raw material consumed (i e, sum of 
imported and domestic inputs)at aggregative 
level. A decreasing share points towards 
import substitution having occurred. Table 
12 shows that the share has decreased over 
the period from 29 per cent to 26 per cent 
in 1991-92. However, in 1992-93 there has 
been one percentage point rise to 27 percent. 
Nevertheless, import substitution seems to 
have occurred to a certain extent in the periixl 
considered The ICICI study (1994) 
mentioned above corroborates this result. 

Direct ('ost of Technology Imports Rate 

In this section, we examine the expen.ses 
incurred by the industries towards cost of 
technology imports, royalty, dividend and 
other payments, including interest payments, 
made to the foreigners. The Direct Cost of 
Technology Imports Rate (DCFR) has been 
defined as, DCTR = (Amount paid as 
technology fees + royalty payments + 
dividend payments -f other payments 
(which would consist of interest payments), 
made by the ith industry/salcs of the ith 
industry)* 100. The results at aggregative 
level ha«e been presented in Table 13. It can 
be observed that though there was a fall in 
the DCIR between 1989-90 and 1990-91, 
the rate Siam picked up in 1991-92 to the 
initial level of I IS and increased to 1,65 in 
1992-93, 

The results at industry level have been 
presented in Table 14. We find that the 
number of industncs spending more than I 
per cent of their sales on technology imports 
has increased from 29 in 1989-90 to 44 in 
1992-93. Diamond cutting/tradmg (ind 70) 
has one of the highest DCTR for most of the 
years, though the rate has decreased over the 
period. Indu.stry marine products (ind 41) 
which was spending only 0.21 per cent of 
sales as technology imports in 1990-91 
(earlier data not available), increased the 
expenditure to 3,21 per cent in 1992-93, 
Similarly, granite (ind SO) has also increa.scd 
its expenditure on technology imports from 
0.05 in 1989-90 to 2.07 in 1992-93. As has 
been mentioned before, these two industries 
have increased their exports substantially in 
the said period. Thus, the DCTR and export 
pertormance could be related in thc.se cases. 
However, another important export, leather 
and allied products (ind 44) has not increased 
its expenditure on technical imports. The 
same holds true for the industry tobacco/ 
cigarettes (ind 3). The expenditure of some 
of the electronics industries on technology 
imports seems to have decreased substantially ^ 
over the period (electronics-instrumentation 


Tabu 9(D): Export Intensity, Import Intensity at Industry Level for 1992-93 

(in descending order) 


Ser 

No 

Ind 

No 

Industry Expon 

Intensity 

Ser 

No 

ind 

No 

Industry 

import 

Intensity 

1 

41 

Marine products 

74.00 

1 

70 

Diamond cutting/trading 

73,75 

2 

70 

Diamond cutting/trading 

46.77 

2 

27 

Photographic and allied 


3 

.50 

Granite 

42.00 



products 

53.47 

4 

13 

Tea/corfee inanuf 

23.02 

3 

53 

Fertilisers-phosphatic 

36.22 

5. 

10 

Textiles-coiton-silk 

21.83 

4 

18 

Steel-cr strips 

30.40 

6 

67 

Dyes and pigments 

20.86 

5 

75 

Cement products 

28.I7 

7 

95 

Aluininiuin 

20,45 

6 

17 

Steel-gp/gc sheets 

27.34 

8 

II 

Tc xtiles-cotton/blended/ 


7 

21 

Special steels 

22.44 



yam/fabrics 

19.0.3 

8 

24 

Rubber and rubber products 20.65 

9 

55 

Ferro alloys 

18.48 

9 

29 

Petroleum 

20..52 

10 

94 

Auto ancillanes-auto lamps 

17.90 

10 

80 

Cables-telephonc cables 

I9.63 

It 

7 

Texliles-spinning-cotton/ 


II 

81 

Cables power/diversified 

19.60 



blended 

15.70 

12 

40 

Medical equipment 

I8..34 

12 

22 

Solvent extraction/vegetable 

l.5.(X) 

13 

63 

Electronics-computers 

16.70 

13 

44 

l.cather and allied products 

13.47 

14 

62 

Electronics-consumers 

16.65 

14 

8 

Tcxtiles-processing/ 


15 

73 

Chemicals-inorganic 

I6.6I 



lexiurising 

12 80 

16 

34 

Packaging-plastic 

16.59 

I.S 

6 

I'extilcs-spinning-synthelic/ 


17 

83 

Bearing 

I6.22 



blended 

11.90 

18 

57 

Engines 

15.98 

16 

12 

Textiles-machinery 

11.77 

19 

28 

Pharmaceuticals 

14.83 

17 

2 

Tyres, tubes 

11.17 

20 

60 

Electronics-instrumentation 

18 

19 

Stccl-lubes/pipes/wires 

11.14 



and process control 

14.40 

19 

25 

Puinps/compmssors 

10.80 

21 

54 

Fertilisers-niirogenous 

13.92 

20 

4 

Textilcs-woollens/wnrsted 

10.73 

22 

38 

Mclal-non ferrous 

13.75 

21 

5 

Textiles-synihetic/silk 

10.59 

23 

36 

Office equip 

13.66 

22 

.59 

Engi neeri ng-gencral 

10 31 

24 

26 

Plastics 

13.55 

23 

3 

Tobacco/cigaiettcs 

10.25 

25 

90 

Auto ancillarics-general 

13.38 

24 

M 

Electrodes 

10.12 

26 

89 

Auto ancillaries-shock 


25 

28 

Pharmaceuticals 

9 77 



absorbers 

13.31 

26 

57 

Engines 

9..58 

27 

20 

Steel-mini 

13.30 

27 

31 

Pesiicides/agrochemicals 

9.41 

28 

88 

Auto ancillaries-wheels 

1291 

28 

52 

Food, dairy products 

9.38 

29 

96 

Abrasives/grinding 


29 

91 

Auto ancillaries-gcars 

8.92 



wheelers/refractones 

12.89 

.30 

71 

Cycles and access 

8.88 

30 

79 

Carbon black 

12.08 

31 

85 

Automobile-hcv/lcv 

8.20 

31 

35 

Packaging-meiallic 

12.01 

33 

21 

Special siecis 

7.91 

32 

12 

Textiles-machinery 

11.93 

33 

14 

Tea processing and trading 

7.64 

33 

39 

Melal-ferrous 

11.75 

34 

78 

Castings and forgings 

7.44 

34 

25 

Pumps/coinprcssors 

11.26 

35 

66 

Electric and electronic equip 

7.27 

35 

33 

Paints/varnishes 

10.86 

36 

74 

Ceramics/tilcs/sanitarywarc/ 


36 

2 

Tyres, lubes 

10.28 



marble 

7.22 

37 

31 

Pesticide s/agrochcmicals 

10.23 

37 

.56 

Fasteners (hg tensile) 

7.05 

38 

16 

,Steei/spongc iion 

10.14 

38 

26 

Plastics 

6.80 

39 

9 

1 'extiles-mnnmade fibres/ 


39 

72 

Chcmicals-organic 

6.35 



filment yarn 

9 42 

40 

16 

SteelAspongc iron 

6.16 

40 

58 

Engineering-heavy 

8.90 

41 

34 

Packaging-plastic 

6.14 

41 

43 

Lubricants 

8.87 

42 

60 

Electronic-instrumentation 


42 

66 

Electric and electronic 




and process control 

6.01 



equip 

8.87 

4.3 

39 

Metal-ferrous 

5.97 

43 

72 

Chcmicals-organic 

8.64 

44 

88 

Auto ancillaries-whcels 

5.89 

44 

93 

Auto ancillaries-auto 


45 

48 

Health care 

5.86 



springs 

8..3K 

46 

93 

Auto ancillaries-auto springs 

5.78 

45 

49 

Hatcheries 

8 17 

47 

58 

Engineering-heavy 

5.75 

46 

10 

Textiles-cotton-silk 

1.9‘l 

48 

46 

Industrial gas 

5.75 

47 

56 

Fasteners (hg tensile) 

7.75 

49 

35 

Packaging-metallic 

5.62 

48 

4 

Tcxtiles-woollens/worsted 

1 7.74 

50 

73 

Chemicals-inorganic 

4.87 

49 

86 

Autoinobile-car/jeep 

7.33 

51 

62 

Electronics-consumer 

4.65 

50 

67 

Dyes and pigments 

7.31 

52 

90 

Auto ancillancs-general 

4.43 

SI 

61 

Electronics-general 

7.07 

53 

.30 

Petiochcinicals 

4.07 

52 

69 

Domestic nppl 

6.93 

54 

23 

Soda ash/caustic soda 

3.63 

53 

55 

Fetri) alloys 

6.91 

55 

87 

Automobile-3 and 2 wheeler 

3.52 

54 

19 

Steel-tubdpipes/wiies 

6.88 

.56 

49 

Hatcheries 

3.38 

55 

45 

Laminates and decoratives 6,61 

57 

96 

Abrasives/grinding wheelers/ 

56 

87 

Automobile-2 and 3 




refractories 

3.27 



wheeler 

6.56 

58 

63 

Electronics-computers 

3.07 

37 

32 

Paper and pulp 

6.12 

59 

32 

Paper and pulp 

.91 

58 

SI 

Glass and allied products 

6.07 

60 

51 

Gloss and allied products 

2.79 

59 

30 

Petrochemicals 

6.07 

61 

9 

Textiles-monma^ fibres/ 


60 

68 

Dry cells 

6.02 



filment yam 

2.77 

61 

85 

Automobtle-hcv/lcv 

5.97 


(CoHtd) 
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Tabu 9(D): (Cmiul) 

(in descending order) 


Ser 

No 

bid 

No 

Industry 

Export 

Intensity 

Ser 

No 

Ind 

No 

Industry Import 

Intensity 

62 

36 

Office equip 

2.65 

62 

92 

Auto oncillanes-batlcries 

5.74 

63 

92 

Auto ancillaries-batteries 

2.61 

63 

5 

Textiles-synihetic/silk 

S..39 

64 

47 

Industrial explosives 

2.58 

64 

48 

Health care 

4.95 

65 

69 

Domestic appl 

2.57- 

65 

59 

Engineering-general 

4 93 

66 

89 

Auto ancillaries-shock 


66 

64 

Electrodes 

4.93 



absorbers 

2.56 

67 

95 

Aluminium 

4.91 

67 

77 

Cement 

2.38 

68 

23 

Soda ash/caustic soda 

4.82 

68 

I 

Vanospati 

2..34 

69 

71 

Cycles and access 

4.32 

69 

61 

Electronics-general 

2.27 

70 

42 

Machine tools 

4.01 

70 

86 

Auloinobile-car/jeep 

2.18 

71 

91 

Auto ancillories-geors 

3 07 

71 

38 

Metal-non-ferrous 

2.02 

72 

8 

Textiles-piocessingAextunsing 

3.04 

72 

42 

Machine tools 

1.95 

73 

6 

Textiles-spinning-synthetic/ 


73 

17 

Steel-gp/gc sheets 

1.83 



blended 

3.03 

74 

24 

Rubber and rubber 


74 

84 

Automobile-tractor 

2.92 



products 

1.48 

75 

37 

Moulded luggage 

2.89 

75 

83 

Bearing 

1.42 

76 

7 

Textiles-spinning-cotton/ 


76 

68 

Dry cells 

142 



blended 

2 89 

77 

29 

Petroleum 

1.41 

77 

46 

Indusjrial gas 

2.85 

78 

15 

Sugar 

1.20 

78 

82 

Breweries 

2.71 

79 

18 

Steel-cr strips 

1.20 

79 

65 

Electric lamps 

2.70 

80 

27 

Photographic and allied 


80 

74 

Ceramic s/tiles/sonitarywarc/ 




products 

0.94 



marbles 

2.44 

81 

82 

Breweries 

0.93 

81 

II 

Tcxtiles-cotton/blended/ 


82 

37 

Moulded luggage 

0.70 



yarn/fabnes 

2.29 

83 

33 

Pumts/vamishes 

0.69 

82 

44 

Leather and allied products 

2.25 

84 

45 

Laminates and 


83 

78 

Castings and forgings 

2.22 



decoratives 

0.62 

84 

94 

Auto ancillaries-auto lamps 

1.90 

85 

8 ' 

Cables power/diversified 

0,62 

85 

13 

Tea/coffee manuf 

1.52 

86 

75 

Cement products 

0.54 

86 

77 

Cement 

1.03 

87 

53 

Fertilisers-phosphatic 

0.53 

87 

3 

Tobacco/cigaiettes 

0 98 

88 

20 

Steel-mini 

040 

88 

47 

Industrial explosives 

0.97 

89 

40 

Medical equipment 

0.32 

89 

50 

Granite 

0.93 

90 

54 

Fertilisers-nitrogenou.s 

0.29 

90 

1 

Vonaspati 

0.83 

91 

84 

Automobile-tractor 

0.18 

91 

14 

Tea processing and trading 

0.60 

92 

79 

Carbon black 

0.12 

92 

22 

Solvent exiraction/vegetable 

0 55 

93 

43 

lubneants 

0.09 

93 

52 

Food, dairy products 

0.38 

94 

65 

Electric lamps 

0.04 

94 

41 

Marine products 

0.36 

95 

80 

Cables-ielcpho,ie cables 

0.00 

95 

15 

Sugar 

0.13 

96 

76 

Cement (mini) 

0.00 

96 

76 

Cement (mini) 

0.00 


Tabu 10. CoRRUATiaN CoEinaENT for Exports and Imported Raw Material 


1989-90 


1990-91 

1991-92 

1992-93 


r 0.6486 


0.6301 

0.6134 

0.5909 


Table I 

1: Imknit Intensity of Sales (Domestic) 

(R.S crore at current prices) 



1989-90 

1990-91 

1991-92 1992-93 

1 Sales (doinestic) 


105620 

I244H 

145993 

161357 

2 Imported raw material required by 





domestic soles 


12118 

13849 

1.5087 

16424 

3 Import intensity of sales (1/2)* 100 

11.47 

11.13 

10 33 

10.18 


Tabu 12; Share of Imported Raw Mafbrial in Total Raw Material Consumed 

(Rs crore at current prices at aggregate level) 



1989-90 

1990-91 

1991-92 

1992-93 

1 Imported raw material 

12643 

14443 

1.5819 

17395 

2 Domestic raw material 

30554 

36834 

44122 

46475 

3 (l/(l+2))*100 

29.27 

28.17 

26.39 

27.24 

Table 13; Direct Cost of Technology iMroRTS Rate 


1989-90 

1990-91 

1991-92 

1992-93 

Direct cost of technology imports rate 

1.15 

0.88 

I.IS 

1.65 


and process control (Ind 60), electronics* 
consumer (ind 62)), though for electronics- 
computers (ind 63) it ha.s increased. The 
number of textiles industries which fall in 
the top 25 per cent has increased from one 
(ind 9) to four (ind 4,5,9.12). The industries 
which fall in the lop 25 jier cent for both the 
end periods arc engines (ind 57), aluminium 
(ind 95), engineering - heavy (ind 59), ferro 
alloys (ind 55), petrochemicals (ind 30). 
Thus they have been having continuous 
technological upgradation over the period 
considered. 


Ill 

Conclusion 

In this paper we have examined the export 
intensity of sample industries, import inten¬ 
sity of their exports (the net foreign exchange 
inflow rate (NFIR)) and the direct cost of 
technology imports rate (DCTTR) for the 
period 1989-90 - 1992-93. We have also 
developed a measure called ‘forex intensity' 
of industries. This measure classifies the 
industries on the basis of export and import 
intensities. Due to the non-availability of 
data after 1992-93, we are essentially dealing 
with the immediate impact of liberalisation 
and the possibility that the trends may have 
changed since then needs to be borne in mind. 

It can be claimed that the whole pre¬ 
occupation with the question of import 
intensity of exports betrays a ptc-libera- 
lisation mind-sbt and in the po.st-liberalisation 
period this question is not pertinent. It is 
further argued that as long as the exports are 
increasing at a .sufficiently high rate, tlwre 
IS no need to worry about the import 
requirement of exports. However the position 
is untenable for the following reasons. The 
demand for imported goods is bound to be 
high and increasing in a developing country 
like India. The imports are mainly required 
for domestic consumption or production and 
only a part of the imports go into export 
production. Thus, if the import intensity of 
exports becomes very high then even if the 
exports rise at a phenomenal rate, the BoT 
problems will continue toafflict the economy. 
For example, gems and jewellery has had a 
tremendous rate of export growth in the last 
decade. Its share in the total exports stands 
at I6perccnt(in 1992-93 according to RBI) 
and around 20 per cent in the current year 
(The Economic Times, April 28,1995). How¬ 
ever if the import intensity of this sector is 
75 per cent as the above study shows, then 
the share in total exports becomes 4-5 per 
cent only. To that extent the capacity of this 
sector to support other imports (i e, not nee¬ 
ded by itself) gets diminished. Thus expan¬ 
sion of exports in this sector has only limited 
BoT implications. 

The main conclusions of this study can be 
summarised as follows: 

(*1) Our sample consists of 1,521 
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manufacturing companies, which were 
aggregated into 96 industries and also into 
foursectors forthe purpose of analysis. These 
companies contributed around 40 to SO per 
cent in the net domestic product for register^- 
manufacturing for the said period. 

(2) The sampleexportscontributed around 
17-20 per cent to the total exports of goods 
made by the economy. The sample exports 
showed high rates of growth and the 
performance of sample exports has been 
better than the performance of total exports 
by the economy, for the period considered, 
llie share of exports of consumer non¬ 
durables in the sample exports was initially 
high at 38 per cent in 1989-90 and it has 
increased further to 42 per cent in 1992-93. 
On the other hand, the share of exports of 
capital goods has decreased from 21 per cent 
in 1989-90 to 15 per cent in 1992-93. 

(3) The import intensity of exports has 
declined from 10.9 per cent in 1989-90 to 
8.9 percent in 1992-93. The import intensity 
of sales (domestic) has also decreased from 
11.4 per cent in 1989-90 to 10 per cent in 
1992-93. It has also been observed that, 
though there was a fall in import intensities 
(export and sales) associate with import 
compression measures of 1991-92, the 
withdrawal of these mea.sures does not show 
any corresponding rise in demand for 
imported raw material. Rather the decreasing 
trend seems to have continued in 1992-93 
also. The share of imported raw material in 
the total raw material consumed has fallen 
over the period. This points towards import 
substitution/indigenisaiion having taken 
place. The correlation coefficient between 
exports and imported raw material consumed 
by them, though high, has decreased from 
0,64 in 1989-90 to 0.59 in 1992-93. Thus 
the relationshipbetweenexportsand imported 
raw material seems to have weakened over 
the period. 

(4) The export intensity of the sample has 
increased from 4.3 in 1989-90to 6.2 in 1992- 
93 The industry level analysis shows that 
theexport intensities of most of the industries 
have been on a nse for the period considered. 
The increase has been quite substantial in 
case of marine products, diamond cutting/ 
trading and granite. Generally speaking, the 
expansion has been quite perceptible in the 
traditional and new traditional industnes. 
However, the export intensities of many of 
the non-traditional goods (e g, electronics - 
computers, engines, engineering-heavy, etc) 
have decreased. Thus liberalisation seems to 


have affected the exports of traditional 
industries in a more positive way. 

The import intensities at industry level 
have fallen i n most ca.ses, except for diamond 
cutting/trading. The falling trend can be 
observed even in the post i mport compression 
period. As is expected, }iigh import intensities 
are observed in chemical industries and 
capital goods industries for all the years. 

(5) The net foreign exchange inflow ratio 
(NFIR) has increased for the sample from 
89 per cent in l989-90to91 per cent in 1992- 
93. The NFIR for diamond cutting/trading 
is one of the lowest and ranges between 21 
and 34. The NFIR has been high for traditional 
exports like sugar, food and dairy products, 
marine products, granite, etc. 

(6) The forex intensity of industries 
measure developed m this paper classifies 
the industries on the basis of export and 
import intensities. Some of the industries 
with high forex intensities are marine 
products, granite, tea, coffee manuf, dyes 
and pigments, aluminium, ferro-alloys and 
certain textiles industries. The policies .should 
focus maximum on expansion of exports of 
the.se commodities. Low forex intensity is 
observed in case cf diamond cutting/trading, 
pharmaceuticals, engines, pesticides and 
agrochemicals and these industries .should 
also be encouraged. 

(7) The direct cost of technology imports 
rate (DCTR) has increased slightly from 
1.15 in 1989-90 to 1.65 in 1992-93. The 
number of industries spending more than I 
per cent of their sales on technology i mports 
has also increased over the period. 

To conclude, a preliminary study of the 
most recent data available reveals a 
decreasing import intensity of the sample 
exports and import substitution in the use of 
imported inputs. It also shows that the export 
intensity of the sample examined has 
increased (especially for the traditional 
exports) when its import intensity has been 
falling. This is in spite of the fact that 
sample consists of precisely those companies 
which are likely to take more advantage of 
import liberalisation policies. Finally, the 
export performance of traditional exports, 
which have low import intensities, has been 
much better than that of the non-traditional 
exports. 

Notes, 

I While discussing the export performcnce of a 

developing country, iciscommon todisiinguish 

between tniditionai and non-traditional exports. 


Genmiiy qieaking, traditional exports are 
those exports which in some way, are related 
to the natural resource advantage and factor 
resourceendowmeni advantage of an economy. 
Besides extractive industries, they would also 
include tea, textiles, jute, leather and leather 
products, etc. for the Indian economy. New- 
traditionalcxpofts would consistofthose natural 
resource based industries which were not being 
exported earlier, but are being exported now, 
e g, marine products, granite, etc. Non- 
traditional exports consist of machinery, 
chemicals, etc. 

2 It needs to be noted that import intensity and 
NFIR arc inversely related and add up to 100 
though import intensity is with respect to sales 
and NFIR is with respect to exports. 

Proof: Import intensity of industry i 
+ NFIR for the ith industry 
ss (imports,/sales,)*lfl0 -f ((exports, - imparted 
raw material consumed by exports,)/ 
exports,)* 100 

= (imports,/sales,)* 100+ ((exports, 
-(imports,/sale.s,)*cxports,)/expoiTs,)* 100 
= (imports/sales,)* 100+ t((exports, *sales, 

- imports, *cxports,)/sales,)/exports,)*100 
(impons/sales,)*100+ ((exports, (sales, 

- imports,Vsales,)* (I/exports,)* 100 
= (imports/sales,)* 100+ ((sales, 

-I mports, )/sales,)* 1 00 
= (sales/snies, )*I00 
= 100 
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ArrcNDix Table A-I: Net Foreign Exchange Inflow Raie 

(Its cr at current prices) 


Year 

1989-90 

1990-91 

1991-92 

1992-93 

1 Imported raw material requirement of exports 

525 

.594 

732 

971 

2 Exports 

4816 

5882 

8155 

10807 

3 Net foreign exchange inflow rate 

89.10 

89.90 

91.02 

91.02 
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PERSPECTIVES 


Approach to Science and 
Technology Plan 

N S Siddharthao 


India needs to develop a plan of action to participate in the current 
technological revolution that tc^s into account the nmin features of 
the current technology and the changed international environment that 
emphasises protection of intellectual property and free trade in goods 
and services. 


I 

Introduction 

THIS note argues that the current 
technological revolution which is 
information, knowledge and skill based 
unlike the earlier revolutions which were 
founded on material and physical resour¬ 
ces has vitally changed the industrial 
structure and altered its organisational 
forms. The nature, scope and role of the 
R and D establishments have also under¬ 
gone drastic changes. Under these trans¬ 
formed conditions, plan strategies that 
worked fairly well under earlier technolo¬ 
gical regimes may not perform satisfac¬ 
torily during the current technological 
scenario. Accordingly the approach to the 
science and technology plan or strategy during 
the coming years has to be different from 
the conventional ones followed during the 
previous decades. In particular, this note 
advocates strategies aimed at creation and 
strengtheni ng of new institutions like venture 
capital, encouragement to high tech venture 
firms that are launched and managed by 
technologists, promotion of close linkages 
between banks, financial institutions, 
industry, and R and D units, support for 
collaborations between R and D units in the 
public (national labs) and private sectors (in- 
house R and D units), and advancement of 
international networking of R and D units 
in India. A prerequisite for the success of 
this strategy will be India’s effective 
participation in the information technology 
revolution and provision of easy access to 
internet facilities to Indian scholars, 
technologists and firms. 

Section Ildiscussesthemain characteristics 
of the current technological revolutions, 
namely, micro-electronics, information 
technology, and bio-technoI(^ revolutioi». 
It also brings out policy imperatives foracti ve 


participation. Section III presents the salient 
features of the approach to the science and 
technology plan. 

n 

ClwnKteristics of Current 
Technological Revolution 

The current technological revolution 
possesses seemingly paradoxical 
characteristics of globalisation as well as 
decentralisation. All that an individual or a 
firm needs for globalising are a personal 
computer, a modem, a telephone and e-mail 
facilities. With these instruments an 
individual can have access to computers in 
any part of the world. E-mail and internet 
facilities will grant ui individual access to 
diverse information channels dealing with 
numerous fields and disciplines. However, 
to gain entry to global information flows, 
one need not seek affiliation with large 
organisations. One can globalise through the 
computer in the privacy of one's home. In 
this sense the information technology is 
decentralising. This outstanding feature of 
information technology has encouraged 
several small and medium firms to take 
advantage of the computer and e-mail 
facilities to globalise (develop linkages with 
other firms, jointly develop or obtain designs, 
adopt computer aided designs and computer 
aided manufacturing) and enhance their 
international competitiveness. 

Furthermore the current technological 
revolution is not confined to a given sector, 
product, or a process. It cuts across nations 
and sectors. Its range of influence could 
extend from marginal dry land farmers and 
handloom weavers to giant multinMionals 
and sophisticated aircraft manufacniring 
Arms. Bio-technology has the potential to 
transform drought prone dry land areas in 
Rtyasthan to greener pastures through 
genetically engineered plant varieties that 


can withstand adverse weather conditions. 
Gmcunently it is also likely to affect giant 
multinationals who have been dominating 
the pesticide and fertilisers maiket, as bio¬ 
technology has the capability to develop 
plant species that are less dependent on 
petrochemical pesticides and fertilisers. 
Likewise the introduction of computer aided 
designs and computer monitoring of looms 
and yarns could make the handloom and 
powerioom units globally competitive. 
Similarly, the introduction of flexible 
manufacturing systems, and robots could 
drastically alter the manufacturing con¬ 
figurations in all industries rmiging from 
textiles and clothing to aeronautics and 
missiles. It is difficult to conceive a sector 
that would not be influenced by the current 
technological revolution. 

Yet another feature of the current tech¬ 
nology is the absence of scale economy 
advantages in several spheres of manu¬ 
facturing. The earlier technologies favoured 
mass production of a product with a given 
specification. This feature favoured large- 
scale production and consequently promoted 
the growth of giant corporations. The current 
technology favours flexible manufacturing 
systems, support frequent changes in the 
product specifications and product mix. 
These consumer-oriented manufacturing 
applications of the computer aided tech¬ 
nology favour small- and medium-sized high 
tech firms. The growth and proliferation of 
small and medium high tech firms in the 
engineering, auto components, electronics 
and instruments sectors have transformed 
the industrial organisation of these sectors. 
The share of the smaller firms in value added 
and in employment has grown significantly 
evrni in the developed countries. 

Furthermore, the current technology has 
made it possible for small firms to contri¬ 
bute to R and D and their share in patents 
has been growing. These small siz«! high 
tech R and D firms are launched and managed 
by the technologists themselves. They are 
supported by venture capitalists who 
participate in their equity. Till recently India 
did not allow equity paiticipation by the 
corporate sector in small-partnership non¬ 
corporate firms. This thwarted the deve¬ 
lopment and evolution of genuine venture 
capital. So far Indian policy has mainly 
relied on term lending, project finance and 
subsidy to develop small-scale high tech 
firms. However, studies show that the 
dominant instrument of growth and 
proliferation of the small sized high tech 
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firms has been the institution of venture 
capital. 

The current technology differs from the 
earlier ones in yet another aspect. Product 
life cycles, in this case, are very short. For 
earlier technologies, the product life cycles 
varied between 30 and 40 years. For micro¬ 
electronics, the life cycles could be as short 
as one year. This extraordinarily short 
product life cycle will have implications 
for technology transfer, role of innovative 
activities, and product development. 

Apart from these technology and product 
specific characteristics, the current 
international economic and legal scene is 
also significantly different from what it was 
before the new GATT regime came into 
existence. Protection of intellectual property, 
patents and trade in technology has become 
prominent. An approach to the science and 
technology plan should also take into account 
the changing international trade and legal 
arrangements. 

Ill 

Policy Imperatives 

The earlier technology was mainly 
material based. In particular it was coal, 
iron and petroleum based. On the other hand, 
the current technology is information, 
knowledge and skill based. The main 
resources that could contribute to its 
advancement are human resource and the 
skill content of the population. Given this 
premise, it is meaningful to link if not to 
integrate, the human resource development 
programme and in particular manpower 
planning programme with the science and 
technology programme. It is vital to for¬ 
mulate specific physical targets relating to 
the proportion of literates, matriculates, 
graduates, and science and technology 
personnel to the total (adult) population. 
Successful participation in the current 
technological revolution will critically 
depend on the success achieved with regard 
to human resource development. 

Evidence indicates that the Indian policy¬ 
makers, technologists and scientists have 
not been giving sufficient importance to the 
role of patents and other concerns relating 
to the protection of intellectual property 
rights. Tlw debate at the philosophical level 
regarding the desirability of protecting 
intellectual property could continue in the 
decades to come. Notwithstanding that, at 
the ground level, in order to fully partici¬ 
pate and benefit from the world trading 
system, India needs to take certain urgent 
measures. The urgency is mainly because 
of the changed international scene and 


the establishment of the World Trade 
Organisation. Without prejudice to the 
outcome of the debate and negotiations at 
the international organisations, ground 
could be prepared so that India does not 
become a victim of the international trade 
system. In this regard China has taken several 
major steps as a result of which they have 
succeeded in patenting most of their 
inventions. Thus in 1991 China filed 4.5,395 
indigenous patents while India succeeded in 
grantingonlySSl indigenous patents. Despite 
not being a member of GATT and WTO 
China has undertaken impressive steps and 
is much better prepared than India to face 
the emerging world environment. This 
tremendous achievement of China in the 
field of patenting was mainly due to the 
following measures taken. China intro¬ 
duced the theme of intellectual property as 
a subject in their technical and engineering 
curricula. This subject was also introduced 
in the post-graduate science education. 
Furthermore, in addition to the master of 
business administration programmes, China 
also started science and business admini¬ 
stration programmes. These programmes 
also had a course on intellectual property. 
So far, India has not introduced the.se courses 
in any technology and science degrees. It is 
important to introduce such courses in all the 
technology, engineering, science and law 
degrees so that the Indian creators of 
technology will be aware of the intellectual 
pioperty issues. In all the major R and D 
establishments and factories, China has also 
established an intellectual property cell. 
Research papers and findings arc first sent 
to that cell to look for patenting possibilities 
by the experts and papers are sent to journals 
after patenting. In addition China uses e-mail 
facilities for prompt patenting. India has not 
taken even initial steps in this direction. 
Even the Indian business schools do not 
offer science management programmes. 
Science management, including the 
management of intellectual property should 
be included as a compulsory course in the 
technology, science, management and law 
institutes. Cells relating to intellectual 
property should be created in all major 
R and D units and manufacturing enter¬ 
prises. Procedures to patent should also be 
simplified andiacilities to filepatents through 
e-mail should be established. 

Indian technology policy has been 
concentrating mainly on the national labs 
and other large establishments. Such a policy 
could be justified in an era where large 
establishments mattered. However, in the 
current information age, small sized firms 
have emerged as significant players and are 


making notable contributions to technology 
creation. Future technology policies diould 
therefore concentrate more on these small 
firms. Their ability to play a prominent role 
wilt depend on institutions like venture 
capital, banks and the ability to network 
through internet facilities. For the first time 
the union budget for 1995-96 took note of 
the important role of venture capital and 
introduced certain steps to promote it. Several 
measures need to be undett^en by other 
departments and ministries like the ministries 
of company affairs, industry and science and 
technology to promote venture captial. 

Short product life cycles and the pro¬ 
liferation of organisations engaged in 
technology creation ranging from large 
public institutions and multinational enter¬ 
prises to small sized high tech venture firms 
have made it nece.ssary for the different 
technology creating organisations to network 
with each other. In addition these orga¬ 
nisations should also work in close col¬ 
laboration with the manufacturing units. So 
far, with the exception of a few national labs 
like NCL, most of the other labs have not 
established durable linkages with other 
Indian and international institutions. An 
innovative science and technology plan 
should evolve a strategy to lacilitatc inter- 
institutional networking and close inter¬ 
action between the R and D units and 
industry. In addition to providing easy 
access to information technology tools, the 
government should also modify the legal 
and administrative structure of these orga¬ 
nisations. The present structure of the national 
labs does not encourage networking. 

India needs to develop a plan of action to 
participate in the current technological 
revolution that takes into account the main 
features of the current technology and the 
changed international environment that 
emphasises protectionof intellectual property 
and free trade in goods and services. Vlost 
of the technology in the coming years is 
likely to be developed by the private sector 
and comsequcntly the role of the government 
in directly developing scienceand technology' 
is likely to diminish. Nevertheless, the 
government will have a major responsibility 
in developing technologies relating to 
defence, space travel and other sectors of 
national importance. In several other areas 
what the government should do is to provide 
an environment, and build an infrastiucture 
conducive to creativity and growth. This 
would encourage the growth and proliferation 
of small sized technology firms, owned, 
operated, and managed by technologists, and 
thus enable India to participate in the 
decentralising revolution. 
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REVIEWS 


Poverty, Surplus Labour and 
Development Strategies 

Aran Ghosh 

Economics of Collaboration: Indian Shoemakers between Market and 
Hierarchy by Peter Knorriga; Sage Publications, New Delhi. 1996; Rs 295. 


ONE should commence with a brief personal 
note. When 1 was persuaded to review abook 
on the (small scale) shoemaking industry in 
Agra, I had no idea that I was being asked 
to review a fascinating study which, on the 
one side, examines the hypotheses of modem 
micro-economic theory - of rational 
expectations, of transaction costs, of 
organisation theory - and on the other, 
examines (in some depth) the economic- 
cum-sociological impediments to economic 
development in a world of both increasing 
opportunities and increasing uncertainty. For 
that is what Peter Knorriga's study, full of 
deep empathy, is all about. It is an attempt 
to analyse the process of actions and 
operations, the motivations, theopportunities 
and the compulsions, in the small-scale 
shoemaking industry in Agra. The 
opportunities are clearly there: but then, so 
are the compulsions. One could differ as to 
the final conclusions - we would revert to 
that issue later - but one is left admiring the 
painstaking manner in which both 
quantitative data and qualitative as.sessments 
have been combined to get into the heart of 
Agra’s small-scale shoe industry. The 
behaviour pattern of different ‘agents' is 
examined in terms of the theory of rational 
expectations; the ‘transaction costs’ of 
different organisational modes are analysed. 
The compulsions of highly skilled workers- 
cum-entrepreneurs (belonging to the jatav 
community) - in a situation of unrelenting 
labour sutplus, and a background of social 
‘exclusion’ -emergeclearly.from Knorriga's 
deep understanding of the sociological 
barriers to greater (and more productive) 
interaction between the ‘market agents' and 
the skilled artisans (the producers-cum- 
household entrepreneurs). Finally, the 
procedures adopt^ for data collection and 
analysis must serve as a model for future 
studies of this type, relating to the myriad 
'entrepreneurial workers’ in diverse 
occupations in all developing countries. 

A teief word about the subject matter of 
the study may be useful at the outset. Agra 
has long been a centre for shoemaking, 
particularly of the cheaper varieties; and this, 
despite Agra not being a centre for leather 
supplies (in the mannerof Kanpur, orClaicutta 
or Chennai). The reason has been the long 
tradition of a plethora of skilled workers 
belonging to the jatav community, in and 


around Agra. Knorriga started his enquiries 
without any idea of the ‘population’ he was 
studying; nor did he have the rcsouices - 
even if he could procure a picture of (he 
population of shoemakers, which was just 
not there - to devise a proper random sample 
survey. But Agra city has a number of 
concentrationsof(small-scaie)shoe factories, 
and hou.sehoid shoemakers (or makers of 
patts of shoes and other footwear). Knorriga 
attempted to pick a sample, a purposive 
one, and over two extended periods (over 
1990-91 and 1992-93), visited (he same 
(sampled) workers/factories. The limitations 
of the data arc acknowledged at the outset; 
as a rc.sult, all quantitative data compiled are 
relegated to Annexes. The c.stimates used in 
the text are brave; but the validity of the 
conclusions docs not rest on the accuracy of 
the quantitative estimates. Repeated visits, 
qualitative questions, and the use of best 
possible estimates give a solidity to the 
conclusions derived which is no less than 
those that emerge from aggregative national 
parameters such as one obtains from, say, 
the National Sample Survey. Patience, the 
policy of gaining the confidence of the 
interviewed persons first, with repeated visits 
and observations, lend authenticity to the 
conclusions. The full explanatory note on the 
statistical methodology adopted should also 
be useful for future studies in regard to 
economic issues pertaining to industry studies 
in specific locations. Both Knorriga and the 
spon.sors of the study - the Netherlands 
Foundation for the Advancement of 
Tropical Research (WOTRO) - deserve 
thanks and coftipliments for the in-depth 
study under review. 

Knorriga estimates the number of workers 
in the footwear industry in Agra at around 
60,000. The validity or otherwise of the 
estimate is irrelevant, as indeed of his esti¬ 
mate of the value of output - at around 
Rs 3.2 crorc annually (1992-93 prices) - of 
the industry. What isof value is his penetrating 
analysis of the different segments in this 
industry. There arc approximately 3,000 
household units (working in or around the 
home, using exclusively - or primarily - 
family labour, and traditional technology) in 
about 35 jatav ba«ed localities; some 1,250 
small workshops (with primarily wage labour, 
mainly on piece-wage rate.s); around 500 
larger workshops (employing more than 10 


workers each, using a mix of modem and 
traditional technology); some 200 registered 
small-scale units (often with some modem 
electrically powered machines); and five 
large enterprises. (The la.st mentioned are 
usually composed of a number nt separate 
SSI units, ail under one central manage¬ 
ment.) The shoemaking trading community 
in Agra is fairly well-knit, though divided 
into three clear categories, the jatav (and of 
late, some non-jatav women) workers; the 
local (elitist, non-jatav. higher caste) entre¬ 
preneurs and traders; and of Late - especially 
since the l9S0s - traders and entrepreneurs 
from Punjab and Sind, who emigrated after 
the partition of 1947, and who .set up as 
entrepreneurs in this industry because of the 
ample availability of skilled jatav workers 
in this industry in and around Agra. 

Herein begins the fa.scinating story of this 
industry. The jatav worker is highly skilled; 
a skil I handed down from generations, young 
ladsworkingas ‘apprentices'. But he belongs 
to one of the lowest of castes, and hence is 
socially ostracised. In fact, the tragedy of the 
Agra shoe industry is the total lack of 
interaction between the skilled workers/ 
household entrepreneurs and the marketing 
agencies - the elitist entrepreneurs who get 
orders from Delhi and all manner of other 
places. And though agents from large, all- 
India manufacturers (of shoes), exporters, 
wholesalers from other parts of India also 
place orders for shoes in Agra, they com¬ 
municate only with the higher caste traders 
or elitist entieprcneurs and marketing agents. 
There is, somehow, no interaction with the 
traditional, (skilled) jatav artisan. This 
remains a deep harrier to the technological 
transformation ot the industry and for (he 
production of higher quaiily shoes by the 
bulk of the shoemakeis; tor the required 
‘marketing information' - let alone the 
changing designs, fashions - does not get 
transmitted to (he highly skilled jatav 
shoemaker. Interestingly, 72 per cent of the 
manufacturing units arc located in the jatav- 
predominant localities, some of which have 
been predominantly leather-working a:cas 
from medieval times. As a result, traditionid 
working methods - with wooden lasts as the 
only ‘equipment’, and sometimes (though 
'ess frequently) manually operated leather 
stitching machines-are still widely prevalent 
even in the (smaller) workshops and small 
industrial units, with the skill of the jatav 
workers the basic asset of the Agra footwear 
industry. 

Three or four other characteristics of the 
Agra shoemaking industry are worth noting. 
The most striking feature of the Agra 
shoemaking industry is that the humber of 
effective working days (in a year) in the 
shoemaking industry in Agra is approxi¬ 
mately ISO, give or take another 10 days. 
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AKMECABJW 


Centre for Management in Agriculture 

Indian Institute of Management, Ahmedabad 


Announces 

Third Summer School for College Teachers 

on 

Management of Common Property Resources 
June 4-13,1997 


An inter-disciplinary course with special emphasis on Ecological Economics perspective 
IS organized to equip young teachers in theory and practice of Common Property 
Resources. The course will also deal with special sectoral areas such as forestry, fishery, 
grazing lands, water, etc., apart from conceptual issues in transactional costs, political 
theory of institutions, organizational theory, etc. 

Who Can Apply 

College teachers with background in economics, sociology, political science, anthropology, 
agnculture, ecology and related disciplines having strong interest in teaching and research 
in common properties with post-graduate degree and some evidence of independent 
work. Preference will be given to teachers from the colleges located in ecologically 
disadvantaged regions such as hill areas, drought prone areas, forest regions, flood 
prone areas etc. International candidates are also welcome to apply. 


How To Apply 



The selected candidates will have to pay Rs. 2500/- towards the cost of boarding, lodging 
and a set of teaching material. There is no course fee. Participants will bear their own 
travel expenses. Candidates may apply with a two page note on their plans to pursue 
research and teaching in this area, along with (a) a case study of any local/indigenous 
Institution for Common Property Resource Management, (b) a copy of bio-data and 
(c) list of publications, to the Programme Officer, Cer)tre for Management in Agncufture, 
Indian Institute of Management. Vastrapur, Ahmeaabad - 380 015, Gujarat, latest by< 
April IS, 1997. Waiver of charges is possible for deserving candidates. 
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There is a wkte variety of festivals when 
work comes to a standstill; and these (un- 
foriunalely) fall, by and large, during the 
busy working season, fromOctobcrto March. 
There are, in any case, two closed days 
(Sundays and Mondays) every week. The 
duration and intensity of the hot and wet 
.seasons (commencing late April and ending 
in September) cause work interruptions; and 
in any case, during wet, rainy days, work 
suffers. There are, additionally, di.sturbances 
beyond the control of the industry, strikes, 
demonstrations and rallies which block all 
traffic, communal riots (and the resultant 
curfew), etc. 

Apart from the above, there is the essential 
instability of demand for footwear, which is 
not only highly segmented but also volatile. 
Apart from ‘chappals’ and the cheapest 
varieties of closed footwear, changes in 
style are communicated by the retailers/ 
exporters/agenis of foreign buyers to the 
elitist wholesalers/traders/entrepreneurs; 
but this information is never communicated 
to the jatav shoemaker. He, therefore, relies 
entirely on traditional footwear manufacture; 
the jatav household entrepreneur - using 
family labour primarily - sticks to the 
production of traditional shoes he has been 
making and selling. And, to cap it all, the 
most popular way of marketing is sale of 
hcadloads of shoes (for ca.sh) to ‘traders’ in 
one or other of the markets (mainly in ‘Hing 
ki Mandi ’), where the trader makes the artisan 
sell shoes for a bare pittance, becau.se he is 
always short of cash and cannot hold up sales 
as he needs to feed his family and buy raw 
materials for the next lot of shoes to be 
produced by him. The traditional jatav 
shoemakers of Agra are thus a disorganised 
lot, the diverse associations (of manufacturers 
or traders or of exporters) being entirely 
those of elitist entrepreneurs. Interestingly, 
even among smaller workshops, there are 
frequent failures; but new establishments 
come up ever so often, generally set up by 
the same persons (though in some other 
house or location), under a different name. 
Insecure employment is the dominant 
characteristic of the industry, with immigrant 
jatavs from rural areas augmenting the supply 
of labour all the time. 

Although most .small-scale units produce 
iiill shoes. 69 per cent of hou.sehold units and 
19 per cent of household workshops simply 
cannot produce full shoes as they do not 
possess any ‘lasts'. Thus, they have tocontent 
themselves with either the production of 
chappals or uppers. Households that do 
possess lasts are able to perform all five 
operations; cutting, upper making, lasting, 
bMtoming and finishing. (Cutting is the most 
delicate job, not only for securing the 
maximum use of leather but also for ensuring 
proper sizing and stitching; while lasting is 
the most laborious process.) 

Inevitably, subcontracting is widely 
prevalent; and apart from household 


units (that do not possess lasts), some 500 
small-scale workshops depend predomi¬ 
nantly on subcontracting work. (Sometimes, 
even full shoes arc produced by the sub¬ 
contractors.) 

Again, for obvious reasons, the hiring of 
workers is by piece rates; with so much 
uncertainty, all those who need hired workers 
find it to theiradvantage to hire on piece rates 
basis except for a few large, mechanised 
units (where women are employed at lower 
monthly wage rates). 

The above, rather lengthy, background is 
given here to emphasise why insecurity and 
exploitation (of the jatav workers) are all- 
pervading in this industry in Agra. 

In two (longish chapters, dealing 
exclusively with producer-trader relations - 
one in respect of production activity and the 
other in respect of marketing activity - 
Knorriga has sought to examine the validity 
(or applicability) of transaction cost 
economics in the .shoemaking industry in 
Agra. In theory, such an approach revolves 
around the concept of 'opportunism', and 
focuses on the ways that entrepreneurs seek 
to minimise total costs - with the cost of 
monitoring set off against risks of oppor¬ 
tunistic behaviour by some producers. The 
build-up of trust, for getting repeat orders, 
is an essential ingredient in this process; and 
that would certainly be true in respect of 
those who cannot. or do not produce complete 
shoes. In this context, production and 
transaction costs arc minimi.scd simul¬ 
taneously. This would also be true of the 
entrepreneurs who seek eitherexpurt markets, 
or in instances where orders are placed by 
large Indian footwear firms. 

But, the scenario is obviou.sly quite 
different in respect of the traditional jatav 
shoemaking family producing complete 
shoes. It faces the worst kind of exploitation; 
its lack of ‘staying power' forces it to sell 
even high quality products for a pittance to 
the trader in Hing ki Mandi (or Chakipat or 
some other market in Agra). The rationality 
of collaborative behaviour’ applies only in 
respect of one segment of the shoemaking 
industry in Agra; and to quote Knorriga, "the 
extremely poor tannot take the risk of a 
longer-term maximisation strategy...” The 
‘auction regime' in its worst form informs 
a large part of the marketing of franwear in 
Agra; and this segment reflects quite closely 
thcMarxianconceptof maximum ‘realisation 
of surplus value’ except that the surplus 
value is realised, in this case, not by the 
‘entrepreneur’ but by the trader, who happens 
to have capital or resource power. 

Knorriga has, following traditional theory, 
distinguished between six transaction 
regimes. He has - while extending and 
applying the basic principles of transaction 
of cost economics - made allowances for the 
relative unenforceability (in practice) of 
property rights and of contracts in a regime 
of enormous delays in (and costs oO legal 


enforcement. The assumption of a proper 
‘institutional framework' for a functioning 
market economy, does not quite obtain in the 
market for shoes in Agra; though it is always 
possible for the different 'economic agents' 
to make suitable allowances and make 
rational judgments as to the behaviour of 
other agents. But. in this context, the different 
market channels make fur wholly different 
calculations and operational framework. The 
Hing ki Mandi (type) market - which accounts 
for SO per cent ot the total sales of arti.san 
- entrepreneurs - is typically an example of 
the 'trader' appropriating the entire ‘surplus 
value' of output; and theorists who talk of 
rational expectations guiding economic acti¬ 
vities need tocarcfully go through Knorriga' $ 
analysis (or, maybe, pay a visit to the Hing 
ki Mandi shoe market in Agra any evening, 
and observe how bargains arc struck between 
the producers and traders, which Knorriga 
has described in graphic detail). 

It is only in respect of the other (relatively 
higher priced) segment of the industry that 
a rationalisation of activities can be properly 
examined in terms of the tenets of transaction 
cost economics. 

It is time to turn to Knorriga’s conclusions 
and recommendations. Well meaning as they 
arc, and consequently likely to appeal to both 
policy-makers and enlightened ‘elitist’ 
entrepreneurs, there arc severe limitations to 
their practicality. 

There arc two possible routes that 
entrepreneurs in this indu.stry in Agra can 
possibly adopt. The first is a ‘sweat shop’ 
strategy. The second is to promote ‘premium- 
artisanal employment' by fiKusing on both 
the export market and the premium-segment 
of the domestic market. To quote Knorriga, 
“...a visit to any ot the premium-aili.sanal 
suppliers employing jatav artisans shows 
that they can deliver high quality output 
when given high quality inputs". .Signi¬ 
ficantly, Knorriga adds that ‘‘here jatav 
artisans tend to work more conscientiously 
and come more regularly", which is not the 
dominant charailcnslic ot the jatav artisan 
in Agra. 

Knorriga has made several worthwhile 
recommendations in this context; hut these 
are also qualilicd by him. According to 
Knorriga. “even in the most optimistic 
scenario only a small traction of Agra's 
jatavs would enjoy the higher-road 
employment conditionsof premium-artisanal 
manufacturing. Agra’s labour surplus hangs 
over them like a sword of Damocles”. And, 
Knorriga's final conclusion-cum-recom- 
mendation reflects the unrealism of his 
suggestions; “...any attempt toachieveoverall 
higher-road employment conditions must be 
supported by polieies to lessen the labour 
surplus because a continuing labour surplus 
may well thwart the thrust towards improved 
employment conditions”. 

Is that feasible? How does one reduce the 
surplus of jatav labour in the shoemaking 
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industiy in India? Particularly in the context 
of globalising the Indian economy? 

It is, in this context that one realises the 
futility of the ongoing structural adjustment 
policies. It is in this context that one realises 
the importance of a structural transformation 
of the economy, through sustained (and 
planned) economic development for which, 
to begin with, more labour-intensive 
methods of production (a/a Michal Kalecki) 
must be pursued. 

There is certainly need for - as well as the 
possiblity of- a major shift of focus in regard 
to the traditional shoemaking indu.stry in 
Agra. There is certainly need for policy 
changes to achieve the objecti ve of premium- 
artisanal employment in this industry. But, 
apart from the traditional (free market- 
oriented) recommendations of Knorriga, 
three important policy measures would 
involve: (a) measures to improve the quality 


Derrida and the Political by Richard 
New York, 1996; pp xviii + 174. 

WE are witness to. if not complicit in. a 
growing paralysis of political thought and 
practice For instance, in Somalia, Rwanda 
and Bosnia, there is a tragic, violent conflict 
between transnationalisation or globalisation 
and territorial differences. There is also the 
problem of increasing tcchnicisation of 
human life - a technicisation. which, to say 
the obvious, cannot be sensitive to human 
suffering. 

For dealing with this problem of growing 
‘depoliticisation', tcchnicisation and vio¬ 
lence, wc need to engage ourselves in a 
reinvention of political concepts. There can, 
however, be no reinvention of political con¬ 
cepts without the reinvention of the Helds 
in which they are discursively organised. 
Political concepts arc neither the mere repre¬ 
sentations of any antcrioi reality of politics 
nor the mere blueprints of an altogether new 
political order. Descriptive political concepts, 
when they are dccon.structed. i e, rclea.sed 
from their metaphysical de-tcmporalisation 
or transcendentalisation, clearly appear as 
justificatory or prescriptive even as pre¬ 
scriptive concepts appear as partaking of 
description. This is what Dcmdcan decon¬ 
struction IS all about; it is a fundamental 
critique of our present political imagination 
and an intervention in the cnn.struction of a 
political future. By untying the aporiasof our 
political situation from their so-called logical 
determination, Derridean deconstruction, as 
insightfully brought out by Richard 
Beardsworth, brings about a "transformation 
of the vectors of modem political thought”. 

Beardsworth shows how Derrida’s 
transformative or mventive thinking about 


of leather available to the artisans; 

(b) measures to improve (and facilitate) the 
availability of credit to the artisans; and 

(c) measures to improve marketing channels. 
Knorriga does not believe that government 

intervention as to (c) is likely to help. (He 
has not even considered the first requirement.) 
But is(b), which is a cracial parameter, likely 
to be achieved under the ongoing programme 
of financial sector reform? 

This is where the present United Front 
government, which has a well articulated 
‘Common Minimum Programme*, needs to 
sit back and reflect; is the ongoing financial 
sector reform consistent with the CMP? 

What, in other words, are the options open 
to the government today for combining a set 
of well designed government interventions 
in the economy with a greater Ihrast towards 
an orderly development of a (properly 
functioning) market system? 


Beardsworth; Ruutledgc, London and 

the political is articulated through his 
deconstruction of the conventional, meta¬ 
physical or logncentric approach to political 
thought and political organisation. For 
Derrida, the metaphysical i.sation or trans- 
cendentalisation of political concepts and 
the organisation of political communities on 
the basis of such concepts entails the violent 
disavowal of our irreducible finitude as 
political agents and of the irreducible 
temporality of our political judgments and 
political organisations. In other words, the 
political organi.sation of a society on the 
basis of the so-called metaphysical logic 
of human affairs is a violent, log(x;entric 
arresting oi freezing of the temporal and 
contingent relations of identity and difference 
between the self and the other, the insider 
and the outsider, the citizen and the alien/ 
exile. 

Derrida does seem to think that in politically 
ordering or organising any community or 
society, some degree of conceptually 
determine'! violence is perhaps inevitable. 
He however, believes - and hopes - that a 
re-imagining or re-invention of politics as 
a field of the temporal, and, often, undccidable 
or aporetic concerns of finite humans would 
render it at a field or play of what I would 
call relative violence rather than of absolute 
or invariable violence based on de-tempora- 
lised, transcendental, non-negotiable cate¬ 
gories or metaphysical certainties about the 
self and the other of any given political set¬ 
up. Hence, for Derrida, thr deconstruction 
of the metaphysical logics through which the 
order and stability of societies is conven¬ 
tionally secured is a fundamental form of 


political intervention. This is correctly 
acknowledged by Beardsworth, who argues 
that “every strategy in which Derrida's 
thought is engaged carries political impli¬ 
cations” and that his “itinerary concerning 
the political is exemplary of a certain style 
of philosophy, or of philosophising, from 
which wc still have a great deal to learn”. 

Beardsworth offers a penetrating and 
interpretative treatment of Derrida’s decon- 
siructivisl negotiations with the thought of 
Kant, Hegel, Husserl, Saussurc, Kafka, 
Heidegger and I^evinas. In his reading of the 
similarities and differences between Derrida 
on the one hand and Kant and Hegel on the 
other, Beardsworth argues that whereas the.se 
latter phito.sophcrs understand the political 
in terms of ‘logics’, the former’s aporetic 
thinking of the political “works between 
the universal and the singular, never happy 
with cither, refusing the ontologisation of 
both”. It is also suggested that Derrida’s 
aporetic thinking of the political is marking 
a certain type of departure from Marx’s 
ontologisation of violence as a principle of 
class struggle. 

In his treatment of Hedegger’s innucncc 
on Derrida, Beardsworth shows that while 
adopting the former’s thinking of being in 
terms of time and of time in terms of aporia, 
the latter departs from the former m so far 
as he failed “to think aporia aproretically”. 
Here Derrida is shown to be influenced by 
Levinas’s ethical thinking on alterity and 
violence. He, howevei, according to Beards¬ 
worth, avoids the trap of oppositional think ing 
in which Levinas is caught, namely, the 
opposition between the Jewish thinking and 
practice of law and the Greek thinking and 
practice of being. Given his privileging of 
ethics to ontology, Levinas places the other 
outside being, where it becomes another 
being. Dcrnda, in contrast, thinks of the 
other in aporetic relation to heing-in-time. 
For Derrida, in other words, as Beardsworth 
writes, the altenty of the other is “nowhere 
else than in being, but it is nut reducible to 
being either, the alterity of the other ex cccds 
the forms of temporality but it is not outside 
these fonns - existing somewhere else - 
either, etc” (p 136). F'arfrom being apolitical, 
anti-democratic or merely liberal, Derrida’s 
deconstruction, according to Beardsworth, 
points in the direction of a radicalisation of 
democracy beyond its Kantian and non¬ 
liberal (Hegeiian/Marxian) forms. 

This book offers an authoritative and 
original interpretation of Derrida’s project 
of releasing politics from its so-called meta¬ 
physical foundations and logical deter¬ 
minations. Those interested in political 
philosophy cannot afford to miss this book. 
Its author, who teaches philosophy and 
literature at the American University ofParis, 
has also published the text of a wide-ranging 
interview with Derrida in Journal of Nietzsche 
Studies, Spring 1994. 


Towards a Radicalisation of Democracy 

Thomas Pantham 


406 


Economic and Political Weekly February 22, 1997 



SPECIAL ARTICLES 


The Governance Agenda 

Making Democratic Development Dispensable 

Niraja Gopal Jayal 

Democracy and development must he seen as intimately relatedfunctioning under similar constraints, and equally 
subject to political negotiation. Thus for instance, social inequality in India both retards balanced development 
and distorts the logic of democracy. It is precisely this distorting logic of democracy in an unequal .society that 
necessitates state welfare for the protection of the vulnerable, for the concerns of distributive Justice cannot be 
fulfilled by governance alone. The answer therefore is not to look towards the state hut at different ways of 
approaching and defining democracy and development. 


THIS paper seeks to examine the ideology 
and politics ol the project ol' 'good 
governance' that has, in recent years, quite 
insidiously ini'iltrated into the discourse and 
practice ol development assistance. As part 
of the project ot globalising democracy, this 
agenda also has an important hearing on the 
ways hi which questions of development and 
democracy arc currently being understood 
and coiiceptuali.scd. In the post-cold war era, 
the im|)crative to subsidise, for geopolitical 
reasons, the development of markedly 
undemocratic third world states has receded. 
The thawing of the ideological frost between 
east and west has, however, been replaced 
by the logic of another cold reason - wearing 
the mantle of virtue - which now dictates 
that development aid be tied to political 
reform in order to effectuate the project of 
the ‘new international order’. If the 
suspension or withdrawal of such aid was 
once used punitivciy, it is now sought to be 
deployed proactively through the instrument 
of ‘political conditionality’ [Landcll-Mills 
and Scrageldin 1W2; 308J. 

I'lioiigh the IMF has for long u.sed political 
conditionality as a le verofcontrol over debtor 
governments, the World Bunk’s Articles of 
Agreement formally rule out interference in 
the affairs of recipient nations.' This explains 
why the project of ‘good governance’ appears, 
on the Bunk's deFinition of H, to he a chiefly 
technical instrument. The more political 
definition of it is to be found in the aid and 
foreign policies of the OECD countries. Very 
much a creature of its times, the European 
Bank of Reconstruction and Development, 
established in 1991, is the first multilateral 
financial institution which is statutorily 
obliged to take governance criteria into 
account. Not merely the European Com¬ 
munity, but even the Commonwealth, the 
OECD and the OAU have sent out the clarion 
call of governance. There is thus little doubt 


but that development assistance today is 
increasingly suffused with the discourse of 
governance. 

It becomes nece.ssary. at this point, to 
examine the rationale offered for the project 
of governance in recent years, and the 
definitions - both managerial/tcchnical as 
welll as political - of the term, preliminary 
to unpacking its contents.^ Governance was 
first probiematiscd in a World Bank document 
of 1989 on Sub-Saharan Africa, which 
suggested that the Bank’s programmes of 
adjustment and investment in that area were 
being rendered ineffective by a ‘crisis of 
governance’. Good governance, on this 
account, came to be equated with “sound 
development management”, and was defined 
as “the manner in which power is exercised 
in the management of a country's economic 
and social resources for development” (World 
Bank 1992:3 ]. Its four key dimensions were, 
further, specified as follows; 

- public sector management (capacity and 

efficiency) 

- accountability 

- the legal framework for development 

- information and transparency 

In its di.scussion of the symptoms of ‘poor 
governance’, this document identified the 
following: the 'failure to make a separation 
between public and private, thereby faci¬ 
litating the appropriation of public resources 
for private gain; the failure to establish a 
predictable framework of law and govern¬ 
ment conducive to development; excess! vel y 
regulatory rules which impede the functioning 
of markets; misallocation of resources 
following from priorities not consistent with 
development; and non-transparent decision¬ 
making [ihid:9]. 

While an evaluation of the governance 
capacities of individual countries fonti a part 
of the confidential Country Assistance 
Strategy documents, the World Bank has 
compiled data from455 projects across three 
regions during the fiscal period 1991-93, to 


show the extent to which governance is a 
component in it.s lending operations (see 
Table). 


TAHli-. 


Category 

Proportion of lAinding 
tjperations with 
Governance Content 
(Per Cent) 

Legal framework 

6 

Participation 

10 

.State-owned enterprises lefonn .1.1 

Economic management 

49 

Capacity building 

68 

Democrat isation 

68 

Source. World Bank (1994) xv. 


The specifically political meaning of 
governance came to be elaborated in the 
policy pronouncements of leaders of OECD 
countries, and there is enough evidence to 
show that the US, France and Japan have 
explicitly built political conditionality into 
their policies of bilateral assistance [Uvin 
1993:65-67). The documents of the OECD 
Development Assistance Committee draw 
upon the World Bank’s definition of govern¬ 
ance and proceed to link it with the partici¬ 
patory development, human rights and demo- 
cratisation. This conception of governance 
enjoins legitimacy of govemment: acccunt- 
abiiiiy ol political and official elements of 
government; competence of governments to 
make policy and deliver services; and respect 
for human rights and the rule of law. The 
last category includes individual and group 
rights and security, a framework for economic 
and social activity, and participation (World 
Bank 1994;xivl. Within this framework.good 
governance refers to a liberal-democratic 
state, with a pluralist polity, in which repre¬ 
sentatives to the legislature arc chosen by 
regular, free and fair elections. Further, such 
a system should protect and guarantee human 
rights, and exemplify the doctrine of the 
separation of powers, with legislators having 
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the capacity to check executive excesses. 
These political requirements are, of course, 
assumed to subsist within economic 
structures that arc essentially capitalist, and 
the “democratic capitalist regime, presided 
over by a minimal state...is also part of the 
wider governance of the New World Order” 
(Leftwich 1993:611]. 

It is no suipri.se that the governance agenda 
should express, and be perfectly consistent 
with, neo-libcral principles of politics and 
economics. At the heart of these lies a strong 
case for the 'rolling back of the state', and 
its withdrawal from redistributive 
commitments which are seen to be morally 
unacceptable. It is not a coincidence that the 
1980s were also the years when the nco- 
liberal agenda in politics and economics - 
as expressed in the writings of political 
philosophers like Robert Nozick and 
economists like Milton Friedmanand Murray 
Rothbard - was the regnant influence on 
public policy in more than one advanced 
capitalist society of the western world. 
Richard Falk has appropriately described, as 
a powerful type of contemporary funda¬ 
mentalism, the tendency of "market-driven 
interpretations...to reduce democratisation 
to empty forms of state/society constitu- 
ticnali.sm in contexts of enthusiasm by pre¬ 
vailing elites for the unbridled logic of 
capitalism" (Falk 1995:112]. 

On the neo-liberal account, the withdrawal 
of the state .should make way for the voluntary 
sector(viz, non-governmental organisations), 
on the one hand, and free market forces, on 
the other. The shift to NGOs has frequently 
been justi fled as an expression of the emphasis 
on ‘popular participation’ or 'participatory 
development’, and has been much favoured 
by multilateral agencies. The parallel 
emphasis on the market has.of course, tended 
to satisfy the demands of global capital and 
transnational corporations, even as it has 
been consistent with the demand for the 
retreat of the state within western societies. 
'This two-pronged strategy of the state making 
way, simultaneously, for NGOs and market 
forces, is noticeably coherent with the 
argument in the Approach Paper to the Eighth 
Five-Year Plan in India, which makes a 
strong, though apparently contradictory, plea 
for a greater role for the voluntary sector - 
through strategics of decentralisation and 
people’s participation - as well as for market 
forces [Government of India 1990J. 

The widespread recognition of India as a 
democracy, with regular elections, high voter 
participation and a multi-party representa¬ 
tive system, has meant that India has enjoyed 
relative immunity from political condi¬ 
tionality. The programme of economic 
reforms has also entailed changes in the 
regulatory regime, better known as the 


licence-permit raj. On the question of human 
rights, however, it has come to be regularly 
pilloried, especially in the annual reports of 
Amnesty International, and even the Euro¬ 
pean Community has entered a human rights- 
based caveat in its commercial negotiations 
with India (Pedersen 1993:102]. 

II 

In what follows, we shall attempt an 
evaluation of the ideology and politics of the 
project of good governance, in terms of its 
implications for the role of the state; the 
understanding of politics; democracy and 
development; and issues of participation and 
citizenship. These themes will be explored 
through the resources of political theory, 
which suggest that the agenda of 'good 
governance’ is inescapably burdened by four 
internal contradictions, the first of which is 
methodological, while the remaining three 
arc emphatically political in nature. 

(i) UN1VER.SAL Goals, Particular 
Constraints 

The First, essentially methodological, 
contradiction is that between the universa- 
lising and particularising elements of the 
governance discourse. Good governance, as 
a condition of development, is recognised 
as a universally valid project, rather like 
modernisation was in the development theory 
of the 1960s. This follows from the conviction 
that failures in development efforts have 
largely been the result of poor governance, 
i e, political factors that are uncontrollable, 
and democratic processes that induce 
inefficiency. 

In one rather more enlightened account, 
the idea of cultural relativism is invoked to 
argue that the modem state has undergone 
processes of both universalisation and 
indigenisation in non-European societies, 
processes that have been significantly 
influenced by cultural factors, and ethics of 
values, which account for the differing state 
forms to be found in Africa, India and Japan. 
It follows that good governance cannot be 
introduced from the outside, but must address 
itself to questions such as: What do people 
consider good? Does the law embody the 
idea of good? What are the most trusted and 
effective types of social organisation? What 
is the basis of local ideas of accountability? 
How should those .s^king good governance 
deal with the pervasive distrust of power and 
the state? [Martin 1992:336-39]. 

This argument, even as it recognises 
cultural diversity and specifleity, does not 
radically interrogate the project of good 
governance, or its relationship with deve¬ 
lopment (viewed as synonymous with and 
equivalent to economic performance). By 
reducing the question of political constraints 


on development to differences of culture, it 
needs to address itself merely to the task of 
working out the content of good governance 
in a culture-specific way. 'That culture (a 
shared ensemble of ethical values) is sought 
to be related to political culture, but culture 
itself is treated as a static given, rather than 
one that changes in its dynamic interaction 
with modern political processes. In 
attempting to make the project of gover¬ 
nance more sensitive to particularities in 
the form of cultural differences, it fails to 
question whether cultural specificity also 
demands different ways of conceptualising 
development. 

'There is a striking continuity between this 
discourse of the aid regime, and the con¬ 
struction of ‘otherness’ that feeds into com¬ 
mon sense western understandings of the 
third world and its ‘problems’. In a penetrating 
analysis of some such cultural processes, 
John Gabriel has shown how, underlying the 
western media’s coverage of the Bhopal 
disaster (or indeed of famine in several 
African countries) is a perva.sive myth about 
the third world, viz, that “it is peopled by 
victims, rather than by active participants in 
struggle" [Gabriel 1994:134], Further, such 
victims are inevitably constructed in 'mass' 
terms, rather than as individuals. This is in 
sharp contrast to media coverage of disasters 
in the west, where viewers are encouraged 
to individualise suffering. It is hardly 
surprising then that redress should take the 
fonn of charity, rooted neither in rights- 
claims nor in a sensitivity to potential rights- 
claims. but rather in a neocolonial sense of 
philanthropy. If these popular western images 
of the third world can be said to constitute 
a form of orientalism, the recent discourse 
of development aid - with the project of 
‘good governance’ at its core - may be seen 
as constituting an attempt to institutionalise 
orientalism. 

(II) Putting the State Out Again 

The second contradiction this paper seeks 
to identify relates to the conception of the 
state in the project of ‘good governance’. 
Even as it favours market-oriented soci^es, 
the World Bank endorses the role of 
governments in providing two sorts of public 
goods: (i) the creation and enforcement of 
rules to make markets work efficiently, in 
the absence of which production and invest¬ 
ment would be deterred and development 
consequently hindered; and (ii) compensa¬ 
ting market failures through corrective 
interventions which includes, where neces¬ 
sary, a key role in providing education, health 
and essential infrastruaure. The rationale 
offered is that a well-educated labour force 
and good infrastructure are crucial to the 
quality of private investment. In order to 
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provide these public goods, the state needs 
to raise revenues and deliver services, and 
it is these that necessitate accountability, 
transparency, clarity about rules, and 
adequate information [World Bank 
1992:6]. 

The argument for governance introduced 
an element of messiness in the otherwi.se 
neat fit between the advocacy of neo-liberal 
principles of politics and economics for the 
countries of the developed as well as 
developing world. The source of this 
me.ssiness was the simultaneous insistence 
on the minimal state and on good governance. 
Of course, good governance was not treated 
as being important in its own right, but only 
instrumentally, as a means to the achievement 
of better economic performance. Thus, the 
reforms entailed by structural adjustment 
programmes included a retreat of the state, 
to be effectuated - ironically and para¬ 
doxically - by the slate personnel. It also 
implied that while a scaling down in the 
sir.c and scope of the state was required, 
an expansion in state capacity was 
necessary to give effect to the reforms 
process. This in turn required a measure 
of state autonomy from powerful interest 
groups in society, to preclude the 
possibility of its ‘capture'. 

The governance agenda’s account of the 
slate thus recommends a model found in 
cla.ssical liberal political theory,-^ with astrong 
Weberian overlay in the emphasis on rules, 
institutions, and an efficient bureaucracy, all 
characterised by impersonality, motivated 
by considerations of efficiency, and di vorced 
from any normative concerns. Such an 
exercise of political model-building was 
faced, however, with the embarrassing 
challenge of the ‘developmental states’ of 
east Asia, which had sustained efficient and 
prodiicti ve economies in combination with 
essentially authoritarian governments, some 
of which have enjoyed the requisite autonomy 
from social interests. 

In sum, the conception of state-society 
relations advanced with the package of 
governance is, in one authentic version, as 
follows: 

positive governance in developing countries 
depends on the state’s capacity to provide 
a meta goal or meta idea that serves ns the 
organising principle of a changed society and 
endows'the state with the power to withstand 
capture from private interests. This 
conception of governance suggests that the 
capacity to enforce law and order and promote 
effective policy is contingent on state 
autonomy, which in turn is contingent on 
sources of state power distinct from those of 
the major economic players in society, which, 
finally, is contingent on the state's ability to 
project a culturally bound vision of a 
reorganised society [Frischtak 1994:25]. 


This conception is manifestly governed by 
the efficiency criterion. It demands a lean 
state, with expanded governance capacity, 
though without expanded government. Even 
as it recognises society as the only latent 
source of power, and recognises also the 
embeddedness of the state in .society, it 
suggests that governance is premised on the 
state’s capacity to deploy power from society, 
and therefore ultimately on its autonomy. 
Only transcending societal constraints can, 
on this account, create .state capacity and 
render governance possible. 

There are, thus, two contradictions here, 
one internal and the other external. The 
internal contradiction is the paradox between 
a reduced state, in terms of size as well as 
scope of intervention, and greater state 
capacity. The external contradiction 
expresses itself in the consequences of this 
formula for the project of democracy. At one 
level, the good governance package explicitly 
includes democratisalion, respect for human 
rights, a plupal polity, a multiparty system, 
and accountability and transparency. But 
how does autonomy relate to the minimal 
requirements of accountability and 
transparency? Indeed, the east Asian example 
provides a good illustration of this. Abstrac¬ 
ting core elements from the developmental 
states of cast Asia - a high degree of state 
autonomy, an effective ruling bureaucracy, 
control of labour, non-interference by popular 
groups in the setting of development 
priorities, and the outlawing of political 
pluralism - it has been argued that these 
states exemplify a non-democratic bias. On 
this basis, then, it may even be possible to 
conclude that “ ‘soR authoritarianism’ is the 
optimum political form for the developmental 
state” [Sorensen 1993:13-14]. For those to 
whom such a political solution is anathema, 
good governance carries with it the suspicion 
of providing the shell of democracy, without 
its substance. 

A final aspect of the conception of 
state contained in the project of good 
governance is the role envisaged for non- 
state players, chiefly non-governmental 
organisations. Though NGOs are mure 
central to World Bank policies on poverty 
and the environment, than to its 
governance agenda, it is appropriate to 
point out that, between 1988 and 1991, 
NGOs were involved in 27.6 per cent of 
all new approved projects. This contrasts 
sharply with the corresponding figure of 
5 to 6 j>er cent for the earlier period 
between 1973 and 1988 [Gibbon 1993:57- 
58]. Using and idealising NGOs as having 
state-substituti ve capacities, has a certain 
ideological and practical value for 
multilateral agencies that cannot be 
underestimated.^ 


(Ill) Politics Outi.awed 

The (laws in the account of the state offered 
by the governance agenda are anchored in, 
and premised on, its definition of politics 
and our third contradiction therefore is that 
between governance and politics, which are 
implicitly posited as mutusdly exclusive. Even 
as cultural specificities are recognised as 
playing a role in giving effect to the project 
of governance, perhaps even allowing for 
indigenous definitions of governance (Martin 
1992:326], it appears to preclude the pos¬ 
sibility that the demand for good governance 
be seen to emerge from the political process, 
its form and definition politically articulated 
by the citizens of a particular society. 

While some accounts of political condi¬ 
tionality do enumerate the practical con¬ 
straints on the effectiveness of such condi¬ 
tionality, there is relatively little normative 
and political interrogation of the governance 
agenda. Arguments against external inter¬ 
ference have taken a variety of forms. 
Recipient nations have mostly defended their 
case by invoking arguments of national 
sovereignty, economic and pol ideal. In India, 
this argument of the moral unjustifiability 
of political conditionality has been appro¬ 
priated equally by political parties of the 
right and left. Some other developing 
countries have either followed the .strategy 
of finding alternative donors, or have evaded 
conditionality by enacting some policies that 
appear to fulfil it even as they take other 
measures to subvert it. On the donors’ side, 
the principle of interdependence of members 
of the community of nations, with mutual 
and legally binding obligations, is sometimes 
invoked to argue that constraints on 
sovereignty, as embodied in international 
conventions, do not constitute infringements 
of sovereignty, and that governance may be 
seen to belong to this category of constraints 
[Landeli-Mills and Seragcldin 1992:308], 
Hence, it i s said, the development community 
can and should persuade and assist countries 
in improving governance without intruding 
on their sovereignty.^ An acfditional 
argument, ostensibly couched in moral terms, 
is that if the citizens of a country are poor 
but badly or undemocratically governed, 
holding back assistance on account of the 
poor governance record of their rulers, 
unjustly punishes them. 

It is being argued here that the project of 
good governance is simultaneously a project 
for the elimination of politics, for its 
banishment from the nation-state. It is guilty 
not only of seeking to uni versalisc a particular 
set of choices of regime form, but also of 
ruling out the generation of a governance 
agenda thm is a product of democratic politics, 
rather than a condition of it. The question 
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of whether governance can be effectively 
imposed from the outside has been asked 
[Leftwich 1993; Uvin 1993J. Butthequestion 
of whether demands for governance - good 
or efficient or equitable - should emanate 
from the citizens of a polity, and exclusively 
from them, is not generally raised. This 
paper is concerned to argue that governance 
criteria arc both culturally and politically 
specific; that the definition of good 
governance in a particular society must be 
the product of consensus - or perhaps even 
the outcome of effectuating a project of 
good governance and sustaining it requires 
a certain kind of political negotiation, 
which can only be the product of democratic 
politics. In the absence of such a view, an 
emphasis on governance will provide 
nothing more than “an analysis of a dys- 
functioning elite system" [Kothari 1995:627]. 
As such, it will ignore the mismatch between 
the institutions of governance and ^genuine 
social demands. 

(iv) Democracy, Development and Good 
Governance 

A restnetive definition of democracy - in 
terms of formal institutions and procedures 
alone - necessarily follows from the out¬ 
lawing of politics. Governance without 
politics forces us to question the centrality 
accorded to audit and accountability. Does, 
that is, gotKl governance entail account¬ 
ability to the citizens of a democratic 
policy, or are the lending institutions its 
chief auditors? Conversely, if the formal 
conditions of democracy are fulfilled - as, 
say, in India- does good governance logically 
follow? 

It is outside the scope of this paper to 
consider the question of the extent to which 
good governance is - factually or empirically 
- the or even a critical variable impacting 
economic performance in developing 
countries. There are, however, two important 
challenges to the as.sumption.s that link this 
triad of concepts: democracy, development 
and good governance. The first challenge 
relates to the relationship between democracy 
and development, while the second pertains 
to the value - instrumental or intrinsic - of 
governance as a goal. 

It is apparently no longer assumed, as it 
was perhaps in the 1960s, that democracy 
is an inevitable consequence of processes of 
modernisation and development. In fact, as 
already noted, the east Asian experience has 
presented an cmbarras.sing challenge to the 
proponents of good governance, showing 
that there is no necessary or inevitable 
relationship between democracy and 
development. If the weak patrimonial and 
undemocratic states of Africa were 
dcvclopmentally ineffective, the equally 


undemocratic, ‘soft authoritarian’ states of 
east Asia were highly effective in bringing 
about economic development (the notion of 
development that lay at the heart of these 
debates being, of course, an uncomplicatedly 
denvative one). 

The obvious counter-example to this is 
that of states like India which enjoy the 
conditions of formal democracy - a pluralist 
polity with an elected legislature, regular 
elections, a free press, and soon - but without 
realising a spectacular record of economic 
growth. Indeed, the uniquely democratic 
mechanisms of accommodation and com¬ 
promise have been effectively deployed by 
political elites to prevent demands for 
radical economic change from acquiring 
greater political charge. Sarwar Lateef, one 
of the chief authors of the World Bank 
publication Government and Development, 
has elsewhere commented on Indian 
denuKracy as follows: 

The experience of India illustrates the 
difficulties facing even flourishing 
democracies. It also illustrates that no clear 
relationship exists between the form of 
government and the attributes or dimensions 
of good government: accountability, 
predictability and the rule of law. 
Accountability exists in the formal sense in 
India. We have the option to “throw the 
rascals out”, and frequently do. But 
accaunmbilily is eroded by the lack of true 
choice for voters; the high cost of elections, 
which makes elected representatives 
dependent on the corporate sector and is at 
the heart of much of the corruption in 
government; the cynicism of the elite; the 
nexus between criminals and politicians; a 
vast bureaucracy pursuing its own agenda; 
and over-centralised political structures that 
put a distance between the rulers and the 
ruled (Lateef 1992:297). 

To assume, further, (hat economic 
liberalisation is the key to democratisation 
IS also problematic. As AtuI Kohli has argued, 
this may result in the creation of “two-track 
politics”, which restrict democratic practices 
to the political (i e, electoral) arena, even as 
they insulate governmental decision-making 
from popular pressures. This cannot but 
render economic policy devoid of social 
content, an exercise in technical efficiency, 
conducted behind closed doors [Kohli 
1993:683], The unimpeded logic of 
democracy, un the other hand, and surely its 
very rationale, should be to undermine class 
and other forms of social inequality, and 
nudge or even push policy in a redistributive 
direction. 

Secondly, if the value of good governance 
is seen to lie exclusively in its instrumental 
purpose - of facilitating a better economic 
performance - then the east Asian states 
meet the requirement more than adequately. 


and the task of governance is reduced to its 
technical component (as po-the WoridBaiik’s 
definition of it). If, on the other hand, good 
governance is inherently valuable, it is a 
political value which must be negotiated by 
the political community in question, and 
speak to the relations between citizen and 
state. To accomplish this independently of 
democratic political processes is impos¬ 
sible. The maintenance and consolidation 
of democracy, moreover, requires not ex¬ 
ternal as.sistance or pressure, but indigenous 
initiatives for democracy. Such a concep¬ 
tion of democracy will, of course, be less 
than meaningful unless it is part of an 
egalitarian strategy, in both economic and 
political terms. 

An allied concept which frequently makes 
its appearance in World Bank discourse is 
that of participation. Participation, in this 
literature, is to be treated both as a means 
and as an end. Its inherent desirability is seen 
to lie in the fact that it enlarges human talents 
and potential which is the goal of development 
[Uphoff 1992:135]. But its more practical 
advantage, for p.oject effectiveness and 
sustainability, is the fact that it gives people 
a stake in the project, makes them willing 
to support it, and thereby reduces waste in 
resources. There are, however, certain costs 
entailed by participation, viz, it is time- 
consuming, difficult, allows for free riders 
to take more than their share, and so forth 
(Dichter 1992:89]. 

In this perspective, then, participation in 
development is a component of project 
design, and as such confined to the details 
of project implementation. By implication, 
it is outlawed from democratic discussion 
about the model of development, the 
determination of development priorities 
(local or national), the acceptability or 
otherwise of particular development 
initiatives, and so on. It is also, as a conapon- 
ent of externally-assisted development 
projects, definitionally insulated from 
political processes and political concerns. 
In this sense, it is entirely coherent with 
the agenda of ‘good governance’ which, 
as we have seen, is also concerned to 
marginalise politics. 

Despite its apparent affinities with the 
western liberal-democratic model of govern¬ 
ment, therefore, the governance agenda 
appears to espouse definitions of politics, of 
democracy and of participation that are quite 
distinct from those that have historically 
evolved in western societies. Thus, the citizen 
is transformed into a subject; a passive 
recipient of rights, enjoycr of governance, 
beneficiary of development. At best, s/he 
is a citizen-in-the-making of a well- 
governed society, equally in the process 
of becoming. 
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The ar^menis thus far suggest not only 
that governance is objectionable as a com¬ 
ponent of aid conditionality, but also that its 
content is contradictory, and deserves inter¬ 
rogation from both the methodological and 
the political standpoints. Implicit in this paper 
is the idea that an alternative conception of 
governance is possible, but that such a 
conception can only be the product of political 
contestation and negotiation within a society. 
A well-ordered society, in which (a) the 
political framework is determined and 
sustained by popular con-seni, with adequate 
avenues for the free expression of rational 
disagreement and dissent on particular 
issues; (b) economic organisation provides 
for the creation and equitable distribution 
of wealth; (c) the individual and group 
rights of citizens - rcgardle-ss of religion, 
region, ca.ste, and gender differences - are 
respected, with thc.se differences not for¬ 
ming the basis of discrimination in cither 
society or public policy. The rule of thq state 
(in the sphere of welfare for instance^ and 
the nature and extent of citizens’ pailicipatlon 
mu.st also he coherently integrated into such 
a conception. 

In a third world context, the idea of 
governance as a more or less technical 
facilitator of development, delinked from 
conceptions of democracy and welfare, is a 
highly impovenshed notion. The western 
recognition that the simple equation between 
governance and demiKracy, and of both these 
with economic prosperity, is belied in the 
experience of many countries of the third 
world, has led to the application of a different 
set of standards tor the latter, whereby 
demrKracy and development are seen as 
possibly incompatible, and democracy is 
sought to be sub.stituied by governance. This 
notion of governance partakes of some of 
the elements of classical liberal-democracy, 
incorporated into a mimimalist institutional 
design. In fact, development appears to 
require more governance, and less 
democracy. This assumption suggests not 
only a restrictive view of democracy, but 
also an uncritical acceptance of the priority 
of developmental goals, defined in a 
universalistic manner. In this perspective, 
then, development is not open to political 
contestation. Both development and 
democracy (in the minimalist sense, 
encapsulated in the idea of good governance) 
are implicitly defined in ways that ensure 
conformity with an essentially western 
ethos. 

Even those scholars who are critical of the 
World Bank’s project of good governance 
on the grounds that it purges development 
of its political content, lend to fall into a 


similar trap. Possibly the most signifleant 
critique of this kind has been developed by 
Adrian Leftwich, over several important 
cssays(1993,1995a, 199.Sb). Leftwich argues 
that what matters for development is not 
the sy.stem of government, but the type of 
state, irrespective of whether it is democratic 
or not (I995a:5). It is in this sense that 
development is political, rather than ad¬ 
ministrative or managerial, as the World 
Bank and IMF assume it to be. This is why 
even the success or failure of structural 
adjustment programmes has varied across 
different countries. 

...good governance and democracy are not 
mere components which can be inserted into 
any society at any point in its development, 
like a sprocket or valve. On the contrary, both 
good governance and dcmcK'racy depend 
crucially on the character and capacity of a 
state which, alone, can institute and insist on 
It. And the capacity of a state to deliver gcKid 
governance and protect democracy is in turn 
a function of its politics and its developmental 
determination...The only social process that 
can both institute and sustain both gtuid 
governance and democracy is the process we 
know as politics which I defined earlier as 
consisting of all the processes of conflict, co¬ 
operation and negotiation involved in the 
use, production and distribution of resources 
(Leftwich 1995a: I7J. 

Tile capacity of the state is here highly 
parasitical on a particular definition of 
p^itics, which in turn has a purely descriptive 
character, completely isolated from any 
normative conception of its substance. It is 
precisely this profound absence of norma- 
tivity that sustains the emphasis on the 
facticity of politics, allowing for it to be 
democratic or non-democratic, as the case 
may be. Politics is a given, a factor that will 
determine the character of the state, and 
together with it the capacity of the slate to 
effect development as well as provide 
governance. 

Leftwich clearly privileges development 
above any other goal, such as democracy or 
welfare. He isolates developmental states 
from the non-developmental states of the 
third world, explicates their features, then 
examines more closely such of these as are 
democratic, in howsoever limited a fashion. 
His most preferred option is for democratic 
developmenlalist states (even with limited 
democracy, such as Botswana and Malaysia); 
his sccoikI preference is for non-democratic 
developmental states, such as Korea.Taiwan. 
China and Indonesia; and his third and final 
preference is- for democratic but non- 
developmental states, such as Jamaica and 
Costa Rica [Leftwich I995b:2821. The 
decisive, and normati vely preferred, variable 
for which explanation is being sought is thus 
development, rather than democracy. In the 


search for the factors which optimise 
developmental outcomes and possibilities, 
democracy becomes a purely instrumental 
criterion. What is important is the factors 
that make development hapiicn, and the 
presence of even some elements of formal 
demiKracy are .sufficient to approve the 
model, llius, l,eflwich argues, democratic 
developmental states may he thought of as 
“authoritarian democracies", because they 
fall short in some respects of the full 
requirementsof liberal deinotTacy(ibid:290). 
Such states arc led by determined 
developmental elites, and these elites and the 
state institutions they command enjoy a 
relative autonomy from special interests. 
Consequently, these states have powerful 
and competent bureaucracies who can shape 
development policy. Civil society is often 
weak or controlled by the state and human 
nghts records may therefore be very poor 
(ibid; 28510. 

Even as Leftwich argues passionately for 
putting politics into development, for 
recognising the importance of politics as a 
factor determining development, he shies 
away trom any explicit reference to the need 
to demtK-ratise development. He seems to ’ 
lake as given the politics of a society, as it 
impacts the nature of Ihc state which in turn 
influences the success of the developmental 
project. He fails to consider the possibility 
that there are multiple ways o( conceiving 
development, not merely through measurable 
indicators like thcGDP. It is (irecisely bccau.se 
the costs of development are different in 
different societies, that it becomes both 
necessary and desirable that the nature and 
substance of development he subject to 
political contestation, and determined by 
it. Any delinking of politics and democracy 
is artificial. Thus, while Ixitwich’s critique 
of Fukuyama for suggcsling that liberal- 
democracy is Ihc ideological terminus of 
history is entirely apposite, the same 
searchlight needs to be turned on Leftwich's 
notion of development, which conforms to 
the western industrial model, and suggests 
an economic (but not for that reason my 
the less ideological) terminus of human 
history. 

Privileging development - whether as 
explanation or as policy prescription - may, 
as we have-seen, result in having to accept 
non-demtxrratic outcomes. On the other hand, 
the cost of exclusively privileging democracy 
may arguably be development (as 
con ventionally defined), i f democracy cannot 
be made to order, nor can development. The 
literature on governance had at least realised 
this much. They must be seen as intimately 
related, functioning under the same or at 
least similar constraints, and equally subject 
to political negotiation. Thus, for instance. 
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social inequality in India both retards 
balanced development and distorts the logic 
of democracy. It is precisely this distorting 
logic of democracy in an unequal society that 
necessitates state welfare for the protection 
of the vulnerable, for the concerns of 
distributive justice cannot be fulfilled by 
governance alone. The answer therefore is 
not to look towards the state, but at different 
ways of approaching and defining both 
democracy and development: a view of 
democracy, for instance, that goes beyond 
the procedural to seek the substantive 
democratisation of not only the state, but 
also society and social relations; and a 
view of development that possibly departs 
from the conventional ways of measuring 
this goal by focusing not on GDP and 
GNP, but on the enlargement of human 
capabilities and the enhancement of the 
quality of life for all citizens. The multiple 
meanings these concepts have acquired in 
particular societies have emerged out of rich 
histones of political practice and discourse. 
Concerns of governance must nece.ssarily be 
deeply imbricated in these meanings and 
definitions. 

Notes 

1 Currie (1996) suggests that there is some 
ambiguity about the extent to which the World 
Bank's articles of agreement actually disallow 
interference in the internal politics of a country, 
os the Bonk generally justifies its exercise of 
the rigitt to advise borrower countries on policy 
intermsof'goodeconomics' ratherthon political 
principles, to ensure the success of the projects 
it finances. 

2 Crook and Manor have argued that the 
emphasis on 'good government' was initially 
associated chiefly with the bilateral aid 
policies of particular western countries, 
which insisted on multi-party democracies 
replacing the corrupt and inefficient regimes 
which were seen as obstacles to the 
emergence of free-market capitalist 
economies in the third world. The shift to 
the term 'governance', adopted by 
multilateral agencies such as the World Bank, 
was intended to be a more apolitical, 
technical term descriptive of the institutional 
factors involved in managing development 
(199.^:310). The term 'good government', 
however, continues to be in active use. Thus, 
a recent statement of British policy on 
overseas development states that, among 
the four key aims of the Overseas 
Development Administration, is 
“encouraging sound development policies 
efficient markets and good government” 
(Foreign and Commonwealth Office 1996]. 

3 It has been argued that the World Bank 
constructs governance at least partly from 
liberal theory, and in doing so reproduces 
the ambiguities and tensions inherent in that 
theory, e g, the problematic distinction 


between the right and the good which is 
echoed in the supposed neutrality of 
the refomns process, or the assumption of 
the universal liberal self that is necessary 
for the kind of civil society that is sought 
to be fostered (Williams and Young 
I994;92ff]. 

4 On the limited usefulness of developmental 
NGOs financed by donor agencies, and on 
the relationship between NGOs. on the one 
hand, and the state and local society on the 
other, see Hadenius and Uggla (1995). 

5 One attempt to address this question has 
taken the rather peculiar form of suggesting 
a contractarian basis for governance as a 
conditionality, such that donors and 
recipients are equally seen to be parties to 
a contract intended to enhance the benefits 
of social co-operation between theircitizens. 
On this account, “each party may reasonably 
ask the other to consider conditions it 
believes to be conducive to this end, and 
some of these conditions may be political" 
(Hawthorn and Seabright 1995:81] This 
argument does not, however, take cognisance 
of the obvious inequalities of status and 
power between the so-called contracting 
parties. 

References 

Crook, Richard and James Manor (1995): 
'Democratic Decentralisation and Institutional 
Performance: Four Asian and African 
Experiences Compared', Journal of 
Commonwealth and Comparative Politics. 
Vol 33, No 3. November. 

Currie, Bob (19%): 'Governance. Democracy and 
Economic Adjustment in India: Conceptual 
and Empirical Problems' in Third World 
Quarterly (forthcoming). 

Dichicr, Thomas (1992)' ‘Demystifying Popular 
Paiticipation. Institutional Mechanisms for 
Popular Paiticipation' in Bhuvan Bhatnagar 
and Aubrey C Williams (eds). Participatory 
Development and the World Bank, World Bank 
Discussion Paper 183, World Bank, 
Washington, DC. 

Falk, Richard (1995): On Humane Governance: 
Towards a New Global Polilic.s. (Report to the 
World Order Models Project), Polity Pie.ss. 
Oxford. 

Foreign and Commonwealth Office, UK (1996): 
‘British Policy on Oveiseas Development: 
Chongs and Continuity', Background Brief, 
London. 

Frischtok, Leila L (1994): Governance Capacity 
and Economic Reform in Developing 
Couniries, World Bank Technical Paper 254, 
World I'jnk, Washington, DC. 

Gabriel, John (1994): Racism, Culture, Markets, 
Routledge. London. 

Gibbon, Peter (1993): ‘The World Bank and 
the New Politics of Aid’, The European 
Jimmal of Development Research. Volume 5. 
Number I. 

Government of India (1990): Towards Social 
Transformatim: Approach to the Eighth Five- 
Year Plan 1990-95. 


Hadenius, Axel and Fredrik Uggla( 1995); Making 
Civil Society Work, Uppsala Studies in 
Democracy No 9, Uppsala University. 
Hawthorn, Geoffrey and Paul Seabnght (1995): 
‘Governance, Democracy and Development: 
A Contractualist View' in Leftwich (ed), 
DemiK-racy and Development, Polity Press, 
Cambridge. 

Kohli, Atul (1993); ‘Democracy Amid Economic 
Orthodoxy: Trends in Developing Coun¬ 
tries', Third World Quarterly, Volume 14, 
Number 4. 

Kothori, Rajni (1995): ‘Globalisationand Revival 
of Tradition'. Ecomimic and Political Weekly. 
March 25. 

Landell-Mills. Pierre and Ismail Serageldin( 1992): 
‘Governance and the External Factor', 
Proceedings of the World Bank Annual 
Cmference on Development Economics 199J, 
Washington, DC. 

Lateef. Sarwar K (1992): ‘Comment on 
‘Governance and Development’ by 
Boemnger', Proceedings of the World Bank 
Annual Conjerence on Development 
Economics 1991. World Bank, Washington. 
DC 

Leftwich, Adrian (1993)- ‘Governance, 
Democracy and Development in the Third 
World’, Third World Quarterly, Volume 14, 
Number 3 

- (1995a). ‘On the Primacy of Politics in 

Development' in Leftwich (cd). Demo¬ 
cracy and Development, Polity Press, 
Cambndge. 

- (1995b). ‘Two Cheers for Democracy? 

Democracy and the Developmental .State' in 
(.eftwich (ed), Demm racy and Development, 
Polity Press. Cambridge. 

Martin. Denis Constant (1992)- ‘The Cultural 
Dimensions of Governance’. Prmeedings of 
the World Bank Annual Conference on 
Development Economics 1991. World Bank, 
Washington. IX: 

Pedersen, Jorgun Dige (1993) 'The Complexitie.s 
of Conditionality: The Ca.se of India', The 
European Journal oj Development Ri search. 
Volume 5, Number I. 

Sorensen, Georg (1993). ‘Democracy, 
Authoritarianism and State Strength’. The 
European Journal oj Development Research, 
Volume 5, Number I 

Uphoff. Norman (1992): ‘Monitoring and 
Evaluating Popular Participation in World- 
Bank Assi.sted Projects’ in Bhuvan Bhatnagar 
and Aubrey C Williums (eds). Participatory 
Development and the World Bank. World Bank 
Discussion Paper 183, Washington, DC 
Uvin, Peter (1993): ‘Do as I Say, Not os 1 Do’: 
The Limits of Political Conditionality', The 
European Journal of Development Research, 
Volume 5, Number 1. 

Williams, David and Tom Young (1994): 
‘Governance, the World Bank and 
Liberal Theory’, Political Studie.s, Volume 
XLII. 

World Bank (1992): Governance and 
Development, Washington, DC. 

- (1994): Governance: The World Bank’s 

Ejqperience, Washington, DC. 


412 


Economic ami Political Weekly February 22, 1997 



Corporate Income and Incidence of 
Corporate Taxation 

Sandip Sarkar 

This paper examines the responsiveness of corporate tax to income in India with a view to assessing the 
justification for the imposition of the minimum alternative tax. 


THE minimum alternative tax (MAT) which 
came into operation in the last budget (1995- 
96), has been a point of contention between 
the corporate sector and the government. 
The corporate sector have argued that they 
contribute significantly to the national 
exchequer in terms of taxes and there is no 
need of an extra mechanism called MAT 
which must be withdrawn immediately. The 
government, on the other hand, has a feeling 
that several large companies hardly pay any 
tax and therefore imposition of MAT is not 
only justified but also in the better interest 
of the nation. The present paper examines 
the responsiveness of corporate tax to income 
in India and makes an assessment of the 
justification of imposition of MAT. The study 
is divided in two parts. In part one, the 
buoyancy and elasticity ol Indian corporate 
tax is analysed. In part two, corporate tax 
buoy anc y i s anal y sed at a more disaggregated 
level. 

I 

Buoyancy and Elasticity of 
Corporate Taxation in India 

The response of tax sy.stem to increase in 
income (national income or a part of income 
in case of specific taxes) can he classified 
under two broad categories. The first one is 
the elasticity of the tax system. It is the extent 
to which tax system gives an increased return 
with every increase in income without any 
changes in either tax base or the rates of 
existing taxes or the addition of new taxes. 
This is the built-in flexibility of the tax 
system, i c, the proportion of the increase 
in the tax yield to that of the increase in 
income only. The other category of increase 
in tax yield is the result of changes in the 
rates and structure of the tax system, involving 
its widening and deepening by way of 
extension ofba.se, addition to the number of 
taxes and increase in the rr.tes of taxation. 
These two categories taken together account 
for the total increase that takes place in the 
tax receipts; when linked to every increase 
in income, it is called as buoyancy of tax 
system. In other words, tax yields are not 
only related to increases in income but also 
to increases in taxation by way of either 
higher rates or expansion of tax base or 
imposition of new taxes. The effect of the 
two taken together is called buoyancy of tax 
system. 


Methodology and Data Base oe 
Corporate Tax 

Calculation of buoyancy is straightforward. 
It can be measured as the percentage change 
in the tax revenues over the percentage change 
in income. If the ratio is above unity, revenues 
are said to be buoyant. 

Calculation of elasticity of tax system is 
more complex. It requires to make adjust¬ 
ments in the actual tax revenue figures to 
remove the effects of the changes made in 
the base and the rates through legislative 
measures- ‘discretionary changes’ -during 
the period. This calls for estimating revenue 
effects of all discretionary changes made by 
government from year to year. It is known 
as ‘cleaning the series'. Only after eliminating 
the impact of discretionary measures on actual 
tax yield, we arrive at adjusted tax revenue. 
Elasticity of tax system is calculated as the 
percentage changes in the adjusted tax 
revenue over percentage change in income. 
If it is above unity, it is considered cla.stic. 

Corporate tax revenue figures arc actual 
corporate tax collections.' Adjusted tax 
revenue is calculated from actual tax 
collection.^ For that the following formula 
is used [Bagchi and Rao 1982]; 

T - D 

ij w, 

Tlij = where 

i|(j = tax revenue in the j'*'year according 
to the rates of k™ year; 

Tj = tax revenue of the j* year; 

Ti_i = tax revenue of the preceding year; 
Ti,(j_|)= cicanpd tax yield series of the 
previous year; 

Dj = estimated yield from discretionary 
measures introduced in the j"* year. 

In this study estimated yield from 
discretionary measures has been collected 
from Budget at a Glance in budget document 
of the central government presented each 
year which gives ‘estimated yield from 
additional tax measures'. 

There exist some limitations of this 
estimation; 

(i) It needs to be admitted that the additional 
yields from discretionary changes in the 
budget documents are based on certain 
assumptions and anticipation which may not 
materialise when thc.se come into effect. 

(ii) More than that, the general practice has 
been that when rates of taxation were 


substantially reduced, revenue loss on that 
count was not considered to be substantial 
on the reasoning that it would be made good 
by accomplishing better compliance. But, 
when rates are raised or new surcharges were 
imposed, no account was taken for possible 
adverse effects on taxpayers' compliance in 
estimating additional yields [Bagchi and Rao 
1982]. These factors are likely to lead to a 
downward bias in elasticity estimation. 

(iii) Further, several incentives in corporate 
taxation system in India were introduced from 
time totime. It includes investment allowances,. 
tax holiday in respect of new industrial under 
takings, deduction in respect of scientific 
expenditure, export promotion allowances, 
depreciation allowances,ctc(see I43idreport, 
Public Accounts Committee, 1983). Till date, 
no in-depth study has been undertaken on 
their impact on corporate tax collection. 

All these factors are likely to make 
estimation ot adjusted corporate taxes quite 
susceptible to errors. 


Table 1 ; Actual and Adjusted CoRfORATE 
Tax Rfyenok. IV70-7I to 199 . 7-94 

{In Rs rmre) 


Year 

Gross 

Tax 

Revenue 

Yield from 
Uiscietionory 
Mea-sures 

Adjusted 

Tax 

Revenue 

1970-71 

371 

0 

371 

1971-72 

472 

16 

456 

1972-7.7 

.558 

13S 

526 

1973-74 

583 

11 

539 

1974-75 

709 

0 

656 

1975-76 

862 

:o.5 

788 

1976-77 

984 

0 

899 

1977-78 

1,221 

55 2 

1.065 

1978-79 

1.251 

29.8 

1,065 

1979-80 

1.392 

4.5 

1..82 

1980-81 

1.377 

0 

1,169 

1981-82 

1,970 

0 

1.672 

1982-83 

2,185 

0 

1,855 

1983-84 

2.493 

104 

2,028 

'984-85 

2,5,56 

-20 

2,095 

1985-86 

2.865 

251 

2,143 

1986-87 

-3.160 

13 

2.354 

1987-88 

3.433 

85 

2,494 

1988-89 

4.407 

49 

3,166 

1989-90 

4.729 

255 

3,214 

1990-91 

5.335 

800 

3.082 

1991-92 

7,853 

1304 

3.783 

1992-93 

8,899 

325 

4.131 

1993-94 

I0,.500 

0 

4,874 


Sourres (I) Chandok and Policy Group (1990). 
(2) Govemment of India. Ministry of 
Finance. Budget at a Glance, 
various issues. New Delhi, Budget 
Division. October 1994. 
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Table 1 presents actual tax revenue, yield 
from discretionary measures and adjusted 
corporate tax revenue over the years. It can 
beobserved from Table I that the cumulative 
impact of yield from discretionary measures 
made the difference between actual tax 
revenue and adjusted tax revenue larger as 
we move forward from mid-1980s into 1990s. 
It is likely to make elasticity of corporate 
taxation much smaller in later periods. 

The elasticity of a tax in relation to GDP 
(overall elasticity) can be considered as a 
product of two elasticities. Ela.sticity of a tax 
with respect to GDP=elasticity of a tax with 
respect to appropriate ba.se x elasticity of 
base wrt GDP. 

Base means the source from which tax is 
colldcted. Such calculation can identify 
whether overall elasticity (elasticity wrtGDP) 
is the result of sustained increase in the tax 
base in relation to GDP or the coasequence 
of improvement of tax elasticity in relation 
to tax base. 

Tax Base for Corporate Taxe.s 

The appropriate base for corporate tax is 
corporate profit since tax is levied on it. In 
National Accounts Statistics {NAS) it is not 
available. Shome (1988) acknowledged the 
difficulty in obtaining appropriate base from 
NAS. He .suggested for usage of proxy base 
in place of proper base. Use of proxy base 
has its own limitation. ’ In absence of data 
on corporate profit in NAS, corporate income 
is chosen as proxy base. Even, it is not 
directly available. Net value added (or net 
domestic product) originating in corporate 
sector is considered as corporate income. It 
is calculated as follows: First, net domestic 
product (NDP) originating in organised sector 
isobtained. Organised sector contains private 
organised sector and public sector. Public 
sector has three components: administrative 
departments, departmental enterprises and 
non-departmental enterprises. Only nun- 
departmental enterprises can be considered 
as part of corporate sector.^ Then, from NDP 
originating in organised sector, NDP of 
administrati vc departments and departmental 
enterprises are dixiucted to obtain corporate 
income. In other words, in the corporate 
sector, from public sector only NDP 
originating in non-departmental public 
enterprises has been included. Whereas whole 
of NDPoriginating in private organised sector 
has been included in the corporate income. 

Two questions can be raised on equating 
private organised sector with private 
corporate sector: 

(1) Whether there is any possibility of 
existence of corporate sector in unorganised 
private sector. Prom the ownership pattern 
of own account enterprises (OAE) and non¬ 
directory establishments (NDE) in 
unorganised manufacture in the 45"* round 
of NSSO survey (July 1989-June 1990) it 
can be observed that only two per thousand 
non-directory establishments had ‘other’ 


ownership. The ‘other’ ownership consists 
of public/private corporate bodies and co¬ 
operative societies. The major segment of 
unorganised manufacturing, i e,own account 
enterprises did not have any ‘other’ 
ownership. Therefore, the existence of 
corporate sector, if any, can be considered 
to be virtually negligible in unorganised 
manufacture. 

(2) Whether non-corporate sector exists in 
organised private sector as well. From the 
organisation pattern of factories from Annuo/ 
Survey of Industries (ASI) 1990-91, it can 
be observed that corporate sector contri¬ 
buted 88.63 per cent of net value added 
(N V A) of organised sector with far less share 
0(30.39 per cent in all factories. The factories 
included in ASI belong to the category of 
manufacturing: electricity, gas and water 
supply and repair services. It shows that 
around 11 per cent of NVA in organi.sed 
sector in these categories were accounted for 
by non-corporate entities.-^ 

Interr-stingly, NAS even includes co¬ 
operatives and limited liability partnerships 
under the category of corporate sector (see 
Sources and Methods, 1989). 

The Figure presents the importance of 
corporate sector in national income. It can 
be observed from the Figure that the share 
of corporate income in GDP rose from a low 
share of 14.11 percent in 1960-61 to 20.96 
per cent in 1992-93. But the actual increase 
was observed only during the period 1970- 
71 to 1982-83. In indicates that elasticity of 
corporate income in relation to GDP would 
be high only during 1970s. 

Eistimation 

Presented in Table 2 is the buoyancy and 
elasticity of corporate taxes over the decades. 

Estimates of corporate tax in relation to 
corporate income just managed to be buoyant 
during decanal periods 1960-61 to 1969-70, 
1970-71 to 1979-80 and 1983-84 to 1992-93. 
However, during 1980-81 to 1989-90 it was 
not so. As a result, at overall level, corporate 
tax was not buoyant only during this period. 
Elasticity of corporate tax in relation to cor¬ 
porate income was calculated from 1970-71. 


In contrast to buoyancy estimates, the elasti¬ 
city estimates were inel^tictluring all periods. 
Further, this elasticity continued to be less 
and less elastic in each subsequent periods. 
As a result, the overall elasticity of corporate 
taxes to GDP showed persistent fall from 
being elastic in 1970s to really in-ela.stic 
during the period 1983-84 to 1992-93. 

Let us compare the results with other 
studies. The study by Sahota (1961) was 
undertaken for the period 1951-52 to 1957- 
58 and he calculated tax buoyancy as well 
as tax elasticity. The buoyancy of corporate 
taxation w r t national income for the period 
was 1.473. He found that the elasticity of 
corporate taxation to national income and 
urban income were 1.25 and 1.44, 
respectively. The second study by Jain (1969) 
done for the period 1955-56 to 1965-66 
observed much higher values of tax buoyancy 
and tax elasticity. The buoyancy ofeorporate 
tax to national income was 1224and elasticity 

Table ,1- Shari: of Private ani> Pubuc 
Corporate Sector in Corporate Incomf. and 
Tax Revenue 

{hi per lent) 


Year 

Shore of 
Private Sector 
in 

Share of 
Public Sector 
in 

Corp 

Taxes 

Corp 

Income 

Corp 

Taxes 

Corp 

Income 

1975-76 

79 47 

64 27 

20 53 

35 73 

1976-77 

75.91 

62.18 

24 09 

37.82 

1977-78 

79 44 

62 56 

20.56 

37 44 

1978-79 

82.01 

62 25 

17.99 

.37 75 

1979-80 

78.52 

60 83 

21 48 

39 17 

1980-81 

83 88 

.59 12 

16.12 

40.88 

1981-82 

70.61 

56.34 

29,.39 

43 66 

1982-83 

.57.53 

55 23 

42.47 

44 77 

1983-84 

50.26 

53.91 

49 74 

46.09 

1984-85 

53.44 

53.22 

46 56 

46 78 

1985-86 

65.10 

53.35 

.34 90 

46.65 

1986-87 

57.66 

.50.76 

42..34 

49 24 

1987-88 

64.70 

51.47 

35 30 

48.5.t 

1988-89 

67.89 

49.51 

.32 II 

.50.49 

1989-90 

69.47 

50.71 

30.53 

49.29 


S<>ttr<'M:(l) Government of India. National 
Account .1 StatcKtics, various issues. 
Deportment of Statistics. Ministry 
of Planning, New Delhi 
(2) Same as Table I. 


Table 2: Buoyancy and Built-in Flexibility of Corporate Taxation 

Period Tax to Base Base to GDP Ovetail Adjusted Tax Overall 

Buoyancy Elasticity Buoyancy to Base Elasticity 

Buoyancy 


(1) 

(b,) 

(2) 

(b,) 

(3) 

(b, • b,) 

(4) 

(bj) 

(5) 

(bj*b,l 

(6) 

(1) 1960-61 ,j 1969-70 

1.027 

0.983 

t.oto 



(2) 1970-71 to 1979-80 

1.083 

1.218 

1.318 

0.961 

1.170 

(3) 1980-81 to 1989-90 

0.858 

1.087 

0.933 

0.676 

0.734 

(4) 1983-84 to 1992-93 

1.019 

1.025 

1.045 

0.576 

0.590 


Note: The estimates are hosed on double logarithmic least square model, Y = ax*’ 

(1) Tax to hose buoyancy (b,). where Ln (tax) = a, + b, In(base) 

(ii) Adjusted tax to base buoyancy (bj), where Ln (adjusted tax) = Oj bj In (base). 

(iii) Bose to GDP elasticity (b,), where Ln (base) = a, -f b, In (GDP). 

(iv) Overall buoyancy = b, * b^ and overall elasticity = bj * b 

SnurcM:(t) Government of India, National Accounts Statistics, various issues, Department of 
Statistics, Ministry of Planning, New Delhi. 

(2) Some os Table I. 
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FteiuiiE ; Share of Corporate Income in GDP 



of corporate tax to national income was 2.721. 
One reason for the higher estimates could 
he the difference in methodology adopted.^ 
It has Keen observed that, although 
corporate taxes almost managed to remain 
buoyant for all decades during the period of 
present study, it was mainly due to 
discretionary measures undertaken since 
1980s. The elasticity of corporate tax fell 
drastically. However, the quality of elasticity 
estimates leaves much to be desired due to 
all these discretionary measures and 
introduction of several tax exemptions and 
deductions impact of which, it was not 
possible fur us to incorporate. The analysis 
at a more disaggregated level will be confined 
at buoyancy level only. 


Year 

enterpri.ses would result in underestimating 
the tax paid by public sector. In contrast, 
corporate tax paid by private sector would 
be overestimated since it is obtained by 
subtracting corporate tax paid by public 
enterprises from total corporate tax. The 
amount of error on this count would be small 
but it is difficult to quantify. 

Table 3 presents the trend of the share of 
public and private corporate taxes in total 
corporate tax collected and share of public 
and private corporate income in total 
corporate income for the periixl 1975-76 to 
1989-90. It shows that the share of public 
sector in corporate taxes rose from 20.53 per 
cent in 1975-76 to 30.53 per cent in 1989-90. 


Interestingly it had its lowest share of 16.12 
per cent in 1980-81 and the highest share 
of 49.74 per cent in 1983-84.'’ As a whole, 
over the period its share in corporate tax 
showed a rising trend. In contrast, share of 
private .sector in corporate tax showed a 
declining trend. Again, the share ol pnvate 
corporate income in total corporate income 
for the said period also showed an almost 
consistent fall from 64.27 percent in 1975- 
76 to 50.71 per cent in 1989-90. 

Presented below is the tax buoyancy for 
the period 1975-76 to 1989-90 of 
(i) Corporate lax to corporate 

income 0.866 

(li) Private corporate tax to 

private corporate income 0.820 
(lii) Public corporate tax to 

public corporate income 1.149 

The corporate tax was not buoyant for the 
whole of corporate sector. In ca.se of private 
corporate sector it was even lower. However, 
for public corporate sector it w.is buoyant 
having value of 1.149. 

Next, let us examine tax buoyancy of 
private corporate sector at a more 
disaggregated level. 

The ISID database provides data on 
corporate sector from 1975-76 to 1989-90. 
Its coverage is limited to selected non-govem- 
ment non-financial public limited companies 
(NPULC). The number of companies coveted 
by it rose ffom 1,720 in 1975-76 to reach 
2,593 companies in 1989-90. The buoyancy 
of corporate tax between NPULC companies 
and private corporate sector excluding 
NPULC will be compared,* Before doing so, 
it will be worthwhile to examine the trend 
of share of the NPULC companies in private 
corporate sector as well as in total corporate 
sector in terms of income and taxation. 


Table 4: Importance of NPULC in Corporate Income and Tax 


II 


(/« K .1 crore) 


Analysis of Corporate Tax 

Buoyancy at Disaggregated Level 

First, the corporate sector is bifurcated 
into public and private sector. 

The data on corporate tax paid by public 
sector have been collected from several 
issues of Public Enterprise Survey of 
department of public enterprises. It is the 
‘tax provision* of central public sector 
enterprises. The Survey covers only non- 
dcpartmental enterprises and further it 
excludes bankingestablishments/enterpriscs. 
State level public enterprises are much larger 
in number but very few of them earn profit 
consistently. A study by Shankar, Misra and 
Nandgopal (1991) showed that out of 250 
manufacturing state level public enterprises 
only 33 earned profit consistently during 
1980s. The overall net profit of state level 
public enterprises fell from [-86J crore 
rupees in 1985-86 to [-863] crore rupees in 
1991 -92. However, the non-inclusion of taxes 
paid by proflt-making state level public 


Corporate Share of NPULC Corporate Share of NPULC 

Income _ fPer Cent) _ Tax of_ (Per Cent) 


Year 

NPULC 

Cos 

Pvt 

CorpY 

CorpY 

NPULC 

Pvt 

Crop Tax 

Corp 

Tax 

1975-76 

* 4182 

54.25 

.34.86 

4,50 

65 76 

.52.26 

1976-77 

4532 

51.37 

31.94 

486 

65.12 

4).44 

1977-78 

4937 

.50.61 

.>1 66 

510 

52.59 

41.78 

1978-79 

5596 

50.81 

31.63 

.563 

54 90 

45.03 

1979-80 

6.547 

53.29 

32.42 

665 

60.84 

47.77 

1980-81 

8339 

61.48 

36 35 

733 

6.3.45 

53.22 

1981-82 

9023 

56.33 

,3' 73 

703 

50,50 

35.66 

1982-83 

9752 

52.48 

28.99 

570 

45..34 

26.09 

1983-84 

10,819 

52.98 

28.56 

644 

51..36 

25.82 

1984-85 

12,484 

53.73 

28.59 

773 

56.60 

30.23 

I98.S-86 

15,204 

58.45 

31.18 

881 

47.23 

30.74 

1986-87 

16..540 

57 60 

29 24 

771 

42.34 

24.41 

1987-88 

18,102 

56.21 

28.93 

843 

37.96 

24.56 

1988-89 

23,092 

64.31 

.31.84 

1.113 

37 21 

25.26 

1989-90 

27,728 

64.11 

32.51 

1,556 

47.37 

32.91 


Notes: (I) Private Corporate Income is Net Domestic Product originating in Private Organised 
Sect jr. * 

(2) Pnvoie Corporate Tax is Corporate Tax Net of Corporate Tax Provision in Public 
Sector 

(3) Corporate Income of NPULC is the Net Value added. 

Stmrees: (I) ISID database. 

(2) Same as Table 3. 
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Tabic 4 shows the impoitance of NPULC 
companies, h gives interesting picture. On 
one hand, the share of NPULC in private 
corporate income rose from 54.25 per cent 
in 1975-76 to 64.11 percent in 1989-90. On 
other hand, the share of NPULC in private 
corporate tax fell from a high 65.76 per cent 
in 1975-76 to a low 37.21 per cent in 1988- 
89although reaching a higher figureof 47.37 
percentin 1989-90. It seems to be the outcome 
of minimum tax on book profit under section 
115-J with effect from the assessment year 
1989-90 which led to an increase in tax 
collection of39.80per cent over a single year 
period for NPULC companies. The above 
analysis reflects that NPULC increased their 
share in private corporate income over the 
years whereas their share i n pri vate corporate 
taxes fel I significantly during the same period. 
In 1970s, these companies share in corporate 
taxation was larger than its share in private 
corporate income but from 1980s it reversed 
and the share of these companies in corporate 
taxation fell much below their rising share 
in private corporate income. The share of 
NPULC companies in total corporate income 
and taxes also reveals similar picture. These 
companies almost maintained theirone-third 
share in total corporate income throughout 
the period. But the share of NPULC 
companies in total corporate taxes fell from 
more than half to less than one-third during 
the same period. 

This also gets reflected in their low tax 
buoyancy to income which was 0.501 for the 
period 1975-76 to 1989-90. Even the tax 
buoyancy in relation to corporate profit before 
tax (PBT) was as low as 0.693. 

In contrast, for the private corporate sector 
excluding NPULC companies, the buoyancy 
of corporate tax to corporate income was 
quite high at 1.253 during the same period 
1975-76 to 1989-90. 

However, this is not an isolated pheno¬ 
menon observed in India. In US and UK lax 
incentives like accelerated depreciation, 
depletion allowances, preferential treatment 
of specific industries were vigorously 
introduced from early 1980s. It resulted in 
many large corporations paying little, if any, 
tax (Eatwell 1987J. 

Ill 

Conclusion 

This study has found that the corporate 
income (using widest coverage) constitutes 
one-fifth of national income. The buoyancy 
of corporate taxation in relation to corporate 
income/GDP were observed to be hovering 
around unity. Value of unity in buoyancy 
estimates indicated that considerable 
discretionary revenue measures are needed 
to maintain corporate tax to GDP ratio. It 
calls for urgent requirement to improve the 
built-in flexibility of corporate taxation. In 
this regard, the study observed that corporate 
tax in relation to public corporate sector 


was buoyant during the period 1975-76 to 
1989-90. However, for private corporate 
sector it was not buoyant. Within private 
corporate sector, for selected non-govem- 
mentnon-financial public limited companies 
(NPULC) tax buoyancy was as low as 0.501 
in relation to income. But, in case of private 
corporate sector excluding NPULC corporate 
tax was buoyant. It seems that NPULC 
companies were able to take advantage of 
depreciation allowance and other deductions 
in better fashion than other categories of 
corporate sector.^ It can also be observed 
from the 40 percent increase in tax collection 
of NPULC in one year after imposition of 
minimum tax on b<x>k profit in the assessment 
year 1989-90. Thus, the overall corporate 
taxation system is no more progressive. The 
alternative is to reform theexisting corporate 
taxation system and move to a more neutral 
system of depreciation and eliminate other 
deductions [Eatwell 1987]. 

Notes 

[I am thankful to $ K Goyal. K S Chalapati Kao 
and P C Singh for making useful comments on 
this paper. Usual disclaimers apply.] 

1 Obtained from Chondok (1990) and vanous 
issues of NAS. 

2 Sahota (l%l) described it in the following 
fashion. Elimination of the effects of changes 
in tax rates and tax hoses is undertaken in such 
a way that the changes in the yields due to 
changes in lax rates or tax base, in a year, arc 
accounted for only in that particular year. 
ThetcaAcr. the changed tax rale structure and 
the altered base fonn part of the overall tax 
measure, so that for subsequent years the new 
rate and the new base ore allowed to wield their 
relative influence on the elasticity of the tax 

3 He mentioned that taxes involve exclusions, 
exemptions and deductions. Theiefore data on 
bases obtainable from NAS is required to be 
modified by including factors that cause base 
erosion. Further away the proxy base from the 
proper, more imprecise would be the elasticity 
estimation. Another shortcoming mentioned 
by him was that in elasticity calculation, it is 
assumed that discretionary tax measures do not 
affect the tax base. In r^ity, an increase in 
the tax rote could enhance tiie incidence of lax 
evation and thus reduce the tax base. Quality 
of elasticity estimates are likely to be affected 
due to thew shortcomings. 

4 Since it is comprised of govemmeni companies 
and other public corporations or corporate 
bodies. 

f The non-corporate entities comprise of 
individual proprietorship, joint family (HUF), 
partnership and co-operative societies. The 
private corporate entities are private and public 
limited (joint stock) companies. 

6 Jain as.-'imed that “the new imposts be 
considered nfler a lag of one year” in order “to 
provide the requisite time to the administration 
to gain the required experience and knowledge 
of the implications of the new lax and to the 
tax payers to adopt themselves to the new levies’'. 
Still, the huge differences between studies of 
Sahota and Jain remains unexplained. 

7 This is mainly due to rise in corporate profit 
before tax for Oil and Natural Gas Commission 
(ONGC). Its profit before tax rose from Rs 46.57 
croie in 1980-81 to Rs 574.47 crore in 1981- 
82 and further to Rs 1,607.66 crore in 198.3-84. 


8 The income of NPULC is the net value added 
of these companies whereas corporate tax is the 
‘tax provision' of these companies. 

9 As early as in 1983, Public Accounts Committee 
noted that it is very obvious that substantial 
incentives are enjoyed by companies, 
particularly large expanding companies which 
alone can take advantage of concessions by 
regular expansion and floating new undertakings 
which necessarily result in the substantial claims 
of depreciation, development rebote/investment 
allowance, etc, and such companies by and 
large are owned by the monopoly houses. The 
fully developed companies owned by monopoly 
houses with a large capital base and availability 
of substantial institutional finance can derive 
most of the benefits. 
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Corporate Tax Policy: Issues and Options 

K CSharma 

This paper examines the need for and revenue potential of the Minimum Alternative Tax (MAT) levied on the 
book profit of companies against the Alternative Minimum Tax (AMT) which is leviable on their total assets as 
suggested by the World Bank and argues for the enforcement of either of these two measures. It further makes 
out a case for reduction in corporate, tax rates coupled with reduction in fiscal incentives which are prone to 
misutilisation. It also suggests a reduction in the depreciation rates admissible under the Income Tax Act for 
bringing about their harmonisation with the corresponding rates admissible under the Companies Act. which would 
also neutralise the loss of revenue from abolition of MAT if it is so decided in the next budget. 


INDIAN corporate tax structure has the 
dubious distinction of being one of the most 
complicated in the world. While corporate 
tax rates are seemingly high, the effective 
tax rates after utilisation of various fiscal 
incentives and tax concessions turn out to 
be so paltry in many a case that many large 
and profitable companies go out of the tax 
net. Therefore, the government was con¬ 
strained to make concerted attempts at least 
on three occasions in 198.i-84. 1987-88 
and 1996-97 to bring zero-tax companies 
into the lax net, albeit with little .success and 
with such vehement opposition from the 
affected quarters that this provision was 
dropped on the previous two occasions and 
a similar fate seems to await this measure 
this time as well. Even Uxlay companies 
are allowed to avail of innumerable tax 
concessions which frequently overlap and 
invariably either substantially reduce or 
wipeout tax liability. This piquant situa¬ 
tion has legitimately raised questions of 
equity in taxation and led the government 
to levy the Minimum Alternative Tax 
(MAT). 

I n the recent pre-budget meeting of leading 
economists with the finance minister, they 
have urged him to continue with the MAT 
till the time the depreciation provisioning 
norms in the Companies Act and IncomeTax 
Act, respectively, were hannonised. The 
World Bank in its country economic memo¬ 
randum has suggested levy of an asset-based 
tax called AMT in place of MAT as it is 
more efficacious and is designed to yield 
higher revenue. 

In this connection, the findings of this 
author’s paper ‘Depreciation Restriction ; 
Revenue Potential and Impact on Corporate 
Sector’ {Economic and Political Weekly, July 
20,1991) are relevant even today and provide 
an answer to the current controversy about 
MAT and depreciation rates. It was pointed 
out therein that: (i) The provisions permitting 
companies to charge one set of rates of 
depreciation under the written down value 
method under the Income Tax Act (which 
are higher) and another set of rates under the 


Companies Act (which are lower) have 
been used ingeniously by the companies to 
reduce their overall lax liability. Therefore, 
rationalisation or harmonisation of such 
divergent provisions, which enable the 
companies to escape their tax liability, is 
called for. This has now been emphasised 
by leading economists and rightly so. (ii) A 
number of zero-tax companies escape the tax 
net and that the scrapping of Section 115J 
of the Income Tax Act in the Central Budget 
for 1990-91 which required the companies 
to pay tax on at least 30 per cent of their 
book profit was unwarranted and should be 
reintroduced. 

Although belatedly, the 1996-97 Budget 
has implemented that suggestion in the 
form of MAT. However, powerful industrial 
interests whieh have either enjoyed zero- 
tax status in respect of their companies or 
have borne nominal tax burden have, as in 
the past, managed to orchestrate a hue and 
cry against this measure through their 
representative bodies and other forums. 
Even on the two earlier occasions, when a 
similar measure was introduced in the 1983- 
84 and 1987-88 Budgets under Section 
80VVA and Section 115J, respectively, it 
had met with stiff resistance from the business 
lobbies and organisations and had to be 
abolished quickly each time for no valid 
economic reasons. The war of attrition is 
now on for the third time. One may, therefore, 
dwell on the justification of MAT and what 
MAT is all about. 

An attempt has been made in this 
paper to examine the issues involved and 
present the options available. For this 
purpose, the paper has been divided into 
tour sections. Section I sets out the impli¬ 
cations of MAT as levied in the 1996-97 
Budget and AMT as suggested by the World 
Bank. Section II dwells on the rationali¬ 
sation of corporate tax rates and fiscal 
incentives. Section III deals with the issue 
of harmonisation of depreciation rates 
under the Income Tax Act and the 
Companies Act. Section IV summarises the 
conclusions. 


I 

MAT and AMT 

The MAT introduced in the 1996-97 
Budget under Section IISJA provides for 
tax on 30 percent of the book profit in respect 
of those companies which have total income 
of less than 30 per cent of their book profit. 
It may be recalls] that on the earlier occasions, 
the 1983-84 Budget had required companies 
to pay tax on at least 30 per cent of their 
assessable profit and the 1987-88 Budget 
had imposed a minimum tax on 30 per cent 
of their book profit, but the.se provisions 
proved short-lived. The definition of book 
profit under MAT and the earlier Section 
115J incorporated in the Finance Act 1987- 
88 arc identical. Book profit means the net 
profit in the profit and loss account prepared 
in accordaiKe with the provisions of the 
Companies Act, as reduced or increased by 
certain adjustments. 

The need for introducing such a provision 
time and again in the Income Tax Act has 
arisen because some highly profitable large 
corporates have been able to reduce their tax 
liability to nil ora nominal level consistently 
overa long period through asiulclax planning 
by utilising of innumerable tax concessions 
and fiscal incentives available under the 
corporate tax structure. Introducing the 
minimum lax provision in the 1983-84 
Budget, the tjKn finance minister Pranab 
Mukheijee hlU justified the levy of such a 
tax as profitable but non-tax paying large 
companies also owed it to the nation to pay 
a certain minimum tax and contribute to tlw 
exchequer. After all the government could 
collect revenue only from those who have 
the resources and the capacity to pay. It was 
ail the more necessary since smaller 
companies were already doing so. 

The results of the studies on the financial 
performance of non-government non- 
financial public limited companies published 
by the Reserve Bank of India in its monthly 
Bulletin and also those published by the 
other quarters have repeatedly shown that 
the larger corporates pay lower effective tax 


Economic and Polirical Weekly February 22, 1997 


417 



rates as compared to companies having 
lower paid-upcapital. For instance, the RBI 
study on the ‘Financial Performance of the 
Private Corporate Sector, 1995-96’, pub¬ 
lished in the October 1996 issue of the RB! 
Bulletin showed that non-govemment non- 
financial public limited companies in the 
size of paid-up capital up to Rs SO lakh 
paid effective lax rales of 33,9 per cent in 
1994-95 and 33 percent in 1995-96 against 
14.7 percent and 13.8 per cent, respectively, 
in the size-group having paid-up capital from 
Rs 5 crorc to Rs 25 crore. Several large 
companies are also able to reduce their tax. 
liabilities to zero, albeit quite legally, by 
availing of several lax concessions. The 
multiplicity of concessions needs to be 
reviewed and contained within desirable 
limits by prescribing some suitable para¬ 
meters. Pranab Mukherjee, in his 1983-84 
budget speech, had observed: “Our corpo¬ 
rate tax structure is riddled with a large 
number of different kinds of deductions. 
While each deduction may seem to have a 
merit, the aggregate effect is to complicate 
tax administration, provide opportunities 
for misuse and reduce the growth of 
revenue.” 

A study sponsored by the finance ministry 
last year has revealed that out of 1,500 
companies covered in the study, as many as 
1,047 or close to 70 per cent did not pay 
any corporate tax although these com¬ 
panies had logged a huge profit of Rs 14,040 
crore. Against the statutory corporate tax 
rate of 46 per cent in 1995-96, the com¬ 
panies have borne, on an average, about 
19-20 per cent. 

Revenue Potential oh MAT and AMT 

As regards revenue raising capacity of 
MAT, a sample study covering 4,352 profit- 
making companies in the CMIE database 
released in Augii.M 1996 estimated that the 
government would collect net additional 
revenue of Rs 2,625 crore from this measure 
from 2,178 zero-tax companies and 839 
companies having tax incidence below 12.9 
per cent. However, the companies would 
save Rs 548 crore due to reduction in 
surcharge from 15 per cent to 7.5 per cent 
in the 1996-97 Budget. After netting out 
saving of Rs 548 crore to these companies, 
their net additional tax burden on account 
of MAT would amount to Rs 2,077 crorc 
which is quite modest in terms of either their 
large profits of over Rs 13,050 crore or huge 
total net assets (total assets minus depre¬ 
ciation) of over Rs 4,40,000 crore or net 
fixed assets (gross fixed assets minus 
depreciation) of over Rs 3,00,000 crore. 

The World Bank in its country economic 
memorandum on India, released in August 


1996, has doubted the efficacy of MAT in 
gamering reasonable revenue from the 
companies as it does not address the issues 
involved regarding under-repotting of profits 
due to manipulations in transfer pricing 
and ability of the tax administration to 
detect sophisticated tax evasion. 'The World 
Bank has suggested introduction of an asset- 
ha.sed tax called ATM as it is easy to 
administer because physical assets are more 
difficult to under-report. Besides the pos- 
.sibility of on-the-spot evaluation, verification 
is easy as the corporates have to publish their 
balance sheets and report the value of these 
assets to banks and financial institutions to 
offer security against borrowings from 
them for their operations. Therefore, the 
chances of tax evasion, if the alternative 
minimum tax is based on the value of assets, 
are minimised, although some other issues 
like double taxation may be raised which can 
be sorted out. 

The revenue potential of AMT on gross 
assets after depreciation or net worth, the 
World Rank reports, similar to that in place 
in Argentina and Mexico, is quite high as 
it can increase the corporate lax revenue by 
72 per cent and substantially raise the ratio 
of direct taxes to total tax revenue from the 
low level of about 29 per cent It can yield 
additional corporate tax revenue ranging 
between Rs 10,000 crore and Rs 17,0(X) 
crore based on its coverage and the pre¬ 
sumptive minimum rate of return on total 
assets which may be taken between 1.6 per 
cent and 2 per cent of the book value of 
assets. The corporate tax revenue which was 
1.3 per cent of the GDP in 1994-95 would 
go up to over 2.3 per cent of GDP by the 
introduction of this measure. 

An estimate can also be made on the basis 
of net capital stock of pri vate corporate sector 
and non-departmental public sector 
enterprises published by the Central 
Stati.stical Organisation (CSO). According 
to the latest data released by the CSO, the 
value of net capital stock (gross capital stock 
minus depreciation) (at current prices) of the 
private corporate sector .stood at Rs 4,35,812 
crore and 'hat of non-dcpaitmental enter¬ 
prises amounted to Rs 4,65,558 crore, 
together totalling Rs 9,01,370 crore as on 
MarchSl, 1995, which was morethandouble 
the figure of Rs 4,09,532 crore as on March 
31, 1990. At the compound annual rate of 
growth (CARG) of 17.1 per cent during the 
quinquennium 1990-95, net capital stock 
should be in the region of Rs 12,3S,000crorb 
as at the end of March 1997. Even if a 
presumptive minimum rate of return of 2 per 
cent on half of this capital stock, excluding 
the remaining half as that belongingtonormal 
tax-paying companies which do nrX fall under 


the minimum tax provision, could yield tax 
revenueofRs4,940crore to the government 
at the basic corporate tax rate of 40 per 
cent (without surcharge) or Rs 4,320 crore 
at the presumed tax rate of 35 per cent in 
1997-98 or Rs 3,700crore at the presumptive 
tax rate of 30 per cent. The Worid Bank’s 
suggestion of tax collection on the basis of 
. alternative minimum tax on total assets is, 
therefore, feasible although its estimate of 
the amount of tax collection by this method 
is far too high. 

In yet another scenario of AMT, tax may 
be levied on the presumptive minimum rate 
of return on net fixed capital stock (i e, net 
capital stock minus inventories) of the private 
corporate sector and non-departmental 
enterprises which amounted to Rs 3,43,089 
crore and Rs 4,07,466 crore, respectively, as 
on March 31, 1995 as compared to 
Rs 1,16,816 crore and Rs 2,01,692 crore, 
respectively, as on March 31, 1990. Thus, 
the net fixed capital stock of the private 
corporate sector and non-departmental 
enterprises taken together amounted to 
Rs 7,50,555 crore as on March 31, 1995 
again.st Rs 3,18,573 crore as on March 31, 
1990. If this amount of net fixed capital stock 
is projected at the compound average rate 
of growth of 18.7 per cent, witnessed for the 
five-year period from 1990 to 1995, the net 
fixed capital stock at end-March 1997 would 
be valued at over Rs 10,57,500 crore. Even 
if alternative minimum tax is levied at the 
rate of 2 per cent presumptive minimum 
rate of return on half of this capital stock 
which may belong to zero-tax or low-tax 
paying companies, tax revenue of over 
Rs 4,2(X) crore would accrue at the basic 
corporate tax rate of 40 per cent (without 
surcharge) or Rs 3,700 crorc at the presumed 
basic corporate tax rate of 35 per cent in 
1997-98 or Rs 3,170 crore at the presumpti vc 
tax rate of 30 per cent. 

The World Bank economic memorandum 
further opines that corporate tax collection 
could be further improved by 25 to 50 per 
cent by other concomitant measures such as 
rigorous accounting procedures, repealing 
of tax incentives, reduction in tax breaks and 
reduction in the rate of depreciation to more 
economic level consistent with the useful 
life of the asset. Tax compliance should also 
be improved by lowering corporate tax rates, 
rationalising fiscal incentives and tightening 
tax administration. 

The existence of zero-tax companies 
among the large corporates militates against 
the principles of equity and justice in the tax 
system which collects a good chunk even 
from less prosperous individuals and 
companies. Therefore, any statutory 
provision which makes it incumbent on 
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companies to pay a certain minimum tax is 
eminently desirable. 1116 question as to 
whether this tax should be in the form of a 
certain minimum tax on book profit or on 
total assets is a matter of convenient and 
effective tax administration, and the 
government can examine its efficacy in those 
countries where it has been implemented. 
The contention that companies which are 
huge economic entities should pay tax and 
yield some reasonable revenue is well 
considered by the government for over a 
decade-and-a-half and deserves to be 
implemented without giving in to the pressure 
exerted by business lobbies which have 
obviously deep-rooted vested interests in 
pressing for abolition of this measure each 
time it is introduced. 

II 

Rationalisation of Tax Rates 
and Incentives 

It is widely accepted that it is desirable 
to have an optimum mix of lower statutory 
tax rates with lowerfiscal incentives to induce 
greater tax compliance and to reduce tax 
eva.sion. Even a marginal reduction in the 
statutory lax rate is vivid and direct and 
generates a far more positive psychological 
response than a large number of fiscal 
incentives which are conditional and of 
indirect nature, remaining at best 
camouflaged. Lower tax rates together with 
few fiscal incentives attuned to. say. new 
investment, area development, export 
promotion, etc, can serve a more practical 
purpose than a plethora of tax reliefs 
combined with high lax rates which have 
adverse demonstration effect and also yield 
reduced revenue to the government. 
Moreover, liberalised rates of depreciation 
allowance confer large tax benefits on the 
cot poratc sector. Thus, the tax rationalisation 
policy has to be so designed as to serve the 
twin objectives of not only promoting 
industrial growth coupled with social 
objectives but also of ensuring accrual of 
reasonable tax revenue to the exchequer. 

Further, the balance sheets and annual 
reports of the companies do not provide full 
details of the fiscal incentives availed of by 
them in computing their taxable income. 
Since the availability of this information has 
important implications both for obtaining a 
clearer picture of the companies' accounts, 
operations and tax management practices 
and also for enabling the government and 
shareholders to find out the nature and types 
of fiscal incentives utilised by them for 
drawing appropriate inferences for the proper 
formulation and rationalisation of the 
incentive schemes, it is desirable that a 


statutory provision is introduced making it 
incumbmt on the com|MUiies to disclose the 
.schemewisedetailsoftax concessions availed 
of by them. 

There is ample scope for leakage of 
revenue, for instance, in the provision 
regarding donations for scientific research 
and rural development al lowed under Section 
80 GGA. Under this section, deductions arc, 
inter alia, allowed to an a$.sociation or 
institution for rural development or training 
of persons for lural development programmes 
and to an as.sociation or institution for 
programmes of conservation of natural 
resources or afforestration and also to 
universities, colleges or institutions approved 
for social science or statistical research. These 
provisions should be confined only to 
uni versitiesand institutionsof national stature 
to prevent their misuse. There are also several 
other provisions under various sections of 
the Income Tax Act which need to be 
tightened and loopholes plugged. 

There is generally an agreement among 
economists and experts that with an increase 
in the number of fiscal incentives, their 
ultimate impact is weakened and to bring 
about the desired impact each new incentive 
has to be propped up with supplementary as 
well as complementary incentives, as in the 
ca.se of rural development programmes in 
India. Secondly, there is no certainty about 
cither the ultimate i mpact or the effccti veness 
of fiscal incentives as the implementation 
allows large-scale mi.sutilisation. Therefore, 
the system of fi.scal incentives should be 
brief, unambiguous, simple and effective. 

Tax Rates in India and Other 
Countries 

Domestic companies in India are levied 
a basic corporate tax rate of 40 per cent and 
surcharge at the rate of 7.5 per cent. This 
results in a statutory tax rate of 43 per cent 
on them against the actual tax incidence of 
19 to 20 per cent, on an average, due to the 
availability of several tax concc.ssions and 
fiscal incentives. 

It was in the 1996-97 Budget that the 
surcharge payable by the domestic com¬ 
panies was reduced from 15 per cent to 7.5 
per cent. As a result, the statutory tax rate 
on domestic companies got reduced from 46 
percent in the accounting years 1994-95 and 

1995- 96 to 43 per cent in the accounting year 

1996- 97. 

The statutory tax rates were .still higher at 
51.75 per cent for domestic public limited 
companies and 57.50 per cent for domestic 
private limited companies during the 
accounting years 1991-92 to 1993-94 
(accounting year being the year previous to 
the income tax assessment year). The practice 


of distinguishing between public limited 
companies and private limited companies 
for tlie purpose of taxation and levying higher 
tax rates on the latter, which was prevalent 
since decades, was discontinued by then 
finance minister Manmohan Singh in his 
1994-95 Budget and the public as well as 
private limited companies were required to 
pay uniform tax rates which were lower. 

The income of foreign companies has a 
two-tier tax structure with income derived 
from royalties and fees from technical 
services from government being taxed at the 
rate of 30 percent and the remaining income 
at the rate of 55 per cent with effect from 
the accounting year 1994-95. Earlier, the 
‘other income’ of the foreign companies was 
taxed at the rate of 65 per cent and that from 
royalty and fees at the rate of 50 per cent 
up to 1993-94. Foreign companies, like 
dome.stic companies are entitled to tax 
concessions and fcscal incentives and they 
are also able to likewise reduce their tax 
liability substantially. 

The tax rates on companies in India may 
be compared to corporate income tax rates 
prevalent in some Asian countries, 
particularly the east Asian economic miracle 
countries, with which India has to compete 
for inflow of foreign direct investment and 
also some western countries which are the 
.source of the capital inflows. 

Corporate income tax rate is 30 per cent 
in Singapore, Indonesia, Thailand. Malaysia 
and South Korea, and 33 percent in Pakistan 
to he reduced to 30 per cent in 1997-98, 
Similarly, the corporate income tax rate is 
.34-35 per cent in the US, 33-35 per cent in 
the UK and 35 per cent in Sri Lanka. The 
corporate income tax rate in India should be 
fixed in close proximity to the corresponding 
tax rates prevalent in countries which are 
either emerging as economic powers or are 
the source of capital inflows. Gi ven the major 
advantages of a vast market and low-cost and 
large trained labour, India offers a special 
attraction for higher foreign direct investment. 
It has, however, been having a high tarff 
structure and infrastructural constraints. 

SuctcnsTioNs FOR Policy 

In order to attract more foreign direct 
investment, corporate income tax on foreign 
companies should be lowered from 55 per 
cent to 45 per cent inclusive of income from 
royalty and fees which are levied tax at the 
rate of 30 per cent presently. This would 
simplify the tax structure as also eliminate 
the possibility of any arbitrariness in the 
classification of income as that accruing from 
royalty and foes, and ‘other income’ for the 
purpose of taxation. Moreover, the tax reform 
process in the form of reduction of tax rates 
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and rationalisaiion of tax structure should 
continue till it is completed. 

In the case of domestic companies, three 
options may be considered with regard to 
corporate tax revision which may be carried 
through preferably at one go in the 1997-98 
Budget or at the most in the next two budgets. 

Firstly, basic corporate income tax rate 
may be lowered from 40 per cent to 3S per 
cent. Surcharge, which is fixed at the rate 
of 7.5 percent, may be abolished as promised 
in some of the earlier budgets and also as 
recommended by the Chelliah Committee 
on Tax Reforms. This would bring the 
corporate tax rate in India in line with rates 
which are prevailing in the above-mentioned 
countries. Viewed from another angle also, 
the corporate income tax rate in India needs 
to be reduced in order to induce greater tax 
compliance and to reduce tax evasion. 
Reduction in corporate tax rate to 35 per cent 
in one go would inspire greater tax- payers’ 
confidence and tax administration’s 
credibility. 

’The second option is to lowerthe corporate 
tax to 35 per cent and retain the surcharge 
which would result in statutory tax rate of 
37.6 percent. Or alternatively, the corporate 
income tax rate may itself be fixed lower at 
37.5 percent and surcharge may be abolished 
with the ultimate aim of fixing tax rate at 
35 per cent in the 1998-99 Budget. 

liie third option is to retain the tax rate 
at 40 per cent and abolish the surcharge 
and reduce the tax rate to 35 per cent in the 
1998-99 Budget. The Chelliah Committee 
had also observed that “a corporate tax of 
35 per cent would be attractive to foreign 
investors”, although it added that “a rale of 
40 per cent could not be considered un¬ 
reasonable, given the spread of rates found 
in different countries”. The scenario has 
changed since the committee submitted its 
report five years ago and a corporate tax rate 
of 35 per cent is in order in the existing 
conditions. 

Ill 

Harmonisation of Depreciation 
Rates 

Depreciation implies diminution in the 
value of assets due to wear and tear cauised 
by their use over a period of time and as .such 
depreciation allowance is intended to meet 
the replacement cost of assets. The amount 
of depreciation provision to be made by a 
company depends, inter alia, on the scale 
or method of its calculation, i e, writtendown 
value method and straight line method and 
the period over which it is to be written off, 
which may generally extend over the useful 
life of an asset. 

Much higher rates of depreciation are 
admissible under the Income Tax Act as 


compared to those under the Companies Act. 
Arguments we ad vaiKcd both for and against 
this practice on theoretical as well as practical 
premises. 

Theoretically speaking, the logic behind 
higher rates of depreciation allowed under 
the Income Tax Act is to enable larger cash 
flows In the early years of the life of the 
asseu so that renovation and the ultimate 
replacement of the asset is well provided for 
at an early stage. The purpose of lower rates 
of depreciation al lowed under the Companies 
Act is to fairly spread the charging of the 
company’s income over the useful life of the 
as.sct. TTtus, the company’s performance 
presents a picture of higher profitability to 
the investors due to lower provision for 
depreciation deduction in the company’s 
accounts under the Companies Act and, 
therefore, it keeps up and even spurs 
investors’ interest. 

Hicre is some truth in the above argument 
btit not the entire truth. Actually, by artificially 
jacking up the cash flow of the company in 
the initial years, it builds up unrealistic 
expectations of higher dividend pay-outs 
among shareholders and thus acts as a drain 
on the resources and savings of the company 
which are otherwise meant to be used for 
reinvestment in the company for the 
replacement of as.sets. Instances abound 
where loss-making companies continue to 
disburse dividends from their reserves and 
thus fritter away corporate savings instead 
of channelising them to restore the companies 
to good health and profitability. Thus, the 
original purpose of providing higher 
depreciation in the initial years has been 
obliterated over time due to the ingenious 
practices pursued by the corporates. 

Companies are also allowed to revalue 
their assets periodically and charge higher 
depreciation on revalued assets in their 
accounts under the Companies Act but 
historical cost has to he taken into account 
for the purpose of computing depreciation 
and the subsequent income tax liability under 
the Income 'Tax Act. In case an asset is 
disposed of in the course of its useful life 
span, it tetches a market price which is related 
to the price of the new asset and not its 
historical price and. therefore, a company is 
compensated to an extent for the rise in the 
replacement cost of assets. 

It is further argued that since companies 
are allowed to prepare two sets of accounts 
- one for the income tax purpose and the 
other for the shareholders and the general 
public - it reduces transparency in the 
companies’ accounts and leaves room for 
manipulative practices. Bypresentingabetter 
picture of corporate performance to 
shareholders under the Companies Act and 
by playing it down to the tax authorities 


under the Income Tax Act for income tax 
purpose, a confusing situation arises. The 
positive aspects of having two different sets 
of depreciation rates under the Companies 
Act and the income Tax Act are counter¬ 
balanced by the negative aspects. 

Incidentally, at the Euromoney Conference 
held in New Delhi last year, foreign 
institutional investors (Fils) were highly 
critical of corporate practices in India and 
raised the issue of the quality of corporate 
governance, pointing to the lack of trans¬ 
parency in company accounts and the absence 
of consolidated group accounts. This 
highlights the need for removing or at least 
reducing such provisions in the Companies 
Act which facilitate questionable practices 
in corporate governance. 

Genrral and Specific Ratf-.s 

Both the Companies Act and the Income 
Tax Act provide for a general rate of 
depreciation for plant and machinery and 
specific rates for selected blocks of assets 
in various industries. The general rate of 
depreciation on plant and machinery 
according to written down value method 
stands at 25 per cent under the Income Tax 
Act and 15 per cent under the Companies 
(Amendment) Act, 1988. The general rate 
of depreciation under the Income Tax Act 
was moderate at 10 per cent for the accoun¬ 
ting period from 1970-71 to 1982-8.3 and 15 
per cent from 1983-84 to 1986-87. This rate 
was hiked to 33 V 3 per cent in 1987-88 by 
then finance minister V P Singh. Justifying 
the steep hike which was more than double 
the previously admissible general rate of 
depreciation, the finance minister had 
observed that it would help modernisation 
of industry by allowing the wntc-ofl of over 
80 per cent of the value of assets in the first 
four years. Tl<is high rate of depreciation 
remained in force from 1987-88 to 1990-91 
but was lowered to 25 per cent from 
1991-92 onwards due to excessive deprecia¬ 
tion claims which were totally out of tune 
with the economic life of the assets and were 
having adverse impact on the generation of 
revenue. The depreciation rate of 25 per cent 
was also recommended by the Chelliah 
Committee. 
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Some specific blocks of assets in plant and 
machinery enjoy still higher depreciation 
rates. For exanipic, motor buses, lorncs, 
laxies, aeroplalle^ and moulds used in rubber 
and plastic goods factories have a higher rate 
of depreciation at 40 ficr cent. Yet another 
block of assets, viz, energy .saving devices, 
air pollution control equipment, water and 
solid wa.ste control equipment, co-generation 
equipment, electrical equipment, sugar and 
iron and steel mill rolls, etc, enjoy a depre¬ 
ciation rate of 100 per cent. 

RhvcNur Imim.k'aiions 

A precise estimate of the impact of change 
indcpreciatioii rates on the actual depreciation 
provision to be made by the companies is 
dilficull in view of the applicability of 
ditferent rates of depreciation on different 
hlock.s of assets. Moreover, there is no exact 
synchronisation of blocks of assets as 
provided in the Companies Act and the 
Income Tax Act. However, a rough scenano 
of the impact of change in the general rate 
of depreciation on the corporate sector and 
on the generation of revenue for the 
government may be gauged from the data 
on depreciation provision in respect ot the 
private coiporatc sector and non- 
departmental public sector enterprises 
published by the CSO, since the general rate 
of depreciation is applicable to the bulk of 
plant and machinery. 

According to the latest data released by 
the CSO, depreciation claims of the private 
corporate sector and non-dcpartmcntal 
enterprises at current prices amounted to 
Rs 21.368 cioie and Rs 25.604 crorc, 
res|x:ciively. in 1994-95 against Rs 7„305 
crore and Rs 12,121 crore, respectively, m 
1989-90. Thus, the depreciation provision 
of the private corporate .sector has grown 
by almos’ three-fold, and that of non- 
depaitmcntal entcrpri.ses has gone up by more 
than two-fold during the first quinquennium 
of the 1990s from l‘>90-91 to 1994-95 which 
give compound annual rates of growth of 
23.9 per cent and 16.1 percent, rc.spectivcly. 
Projecting the depreciation provision at these 
growth rates, the total depreciation may be 
estimated at around Rs 32,8(X> crorc for the 
private corporate sector and Rs 34,5(X) 
crorc for the non-dcpartmc.ital enterprises 
in 1996-97, together adding up to Rs 67,300 
crore. This may further go up to over 
Rs 80,000 crore in 1997-98. Even if about 
one-tenth of this total depreciation of about 
Rs 67,300crorc in 1996-97 had been brought 
into the taxable profits by reducing the general 
rale of depreciation admissible on plant and 
machinery from 25 per cent to 20 per cent, 
the government could have realised addi¬ 
tional revenue of around Rs 2,780 crore in 
1996-97 at the current rate of taxation. This 


amount is higher than the additional revenue 
of Rs 2,625 crore from MAT as estimated 
by the Centre for Monitoring Indian Economy 
(CMIE). Reduction in the general rale ol 
dcpieciation by 5 percentage points can, 
therefore, more than offset the io,vs of revenue 
from abolition ot MAT, if at all it is so 
decided in the forthcoming budget. Abolition 
ol MAT. however, is unjustified as its 
incidence tails only on /cro-tax or low lax 
paying companies. As an altemati veto MAT. 
accriain presumptive minimum tax on assets 
of similarly placed companies could be 
considered. 

IV 

Conclusions 

In the ultimate analysis, it is desirable that 
7ero-tax companies and low tax paying 
companies coiitrihule adequately to the 
exchequer either through the retention of 
MAT or through the introduction of as.set- 
based lax to be levied at the presumptive 
minimum rate of return on total assets which 
may actually turn out to be more revenue 
yielding than MAT. as suggested by the 
World Bank in its country economic 
memorandum in terms ot experience in 
Argentina and Brazil. As.sct-based tax seems 
to be simple, more elfcetive and higher 
revenue earning. 

Implementation of any of the above 
suggestions of reduction of corporate lax 
rale on domestic companies from 40 per cent 
to 35 per cent, together with reduction in lax 
rate on the foreign companies Irom 55 per 
cent to 45 per cent, would not only induce 
better tax compliance but also have a 
favourable impact on industrial activity and 
investment as also on the capital market. 
This would also be in consonance with the 
recommendation of Chelliah Committee that 
the differential between tax rates on domestic 
companies and foreign companies should be 
kept between 7.5 and 10 per cent. Reduced 
corporate tax rates combined with a lew 
selective ri.scaHnccntivcs bereft of leakages 
would spur mobilisation of larger revenue 
to the government from the corporate sci tor 
It would also make tax administration simpler 
and more effective. 

It isalso equally desirable to sirikea balance 
between the high ralcsofdepreciation allowed 
under the Income Tax Act and low rates of 
dcpieciation admissible under the Companies 
Act and fix a common general rate of 
depreciation at 20 per cent with lurthcr 
harmonisation of the depreciation rates 
admissible in respect ol specitic blocks of 
assets. This step alone would hnng in at 
least as much additional revenue to the 
government as is contemplated under 
MAT. The impact of this reduction on the 
savings of the corporate sector is estimated 


at about 5 per cent of their total internal 
surplus. This fact was discussed in detail in 
the earlier study by this author referred to 
earlier. 

Although the Chcliiah C'oiiiniiilee on Tax 
Reforms had recommended a geneial rale of 
depreciation at 25 per cent on plant and 
machinery, the reiliiciion in this rate to 20 
per cent would be quite lustillcd since the 
manufacturers have more or less fully mopiKd 
up the benefit of a sizeable reduction in the 
excise and customs duties over the last five 
years which was meant to be passed on to 
the consumers through reduction in prices 
as repeatedly emphasised by successive 
finance ministers in Ihctrbudgel pieseiualions 
and thereafter. 

There is, however, a neeil lor lowering the 
corporate tax rates further in ordei to bring 
them in conformity with similar rates 
pievalent in emerging cast Asian econo¬ 
mics with which India has to compete for 
iittraclmg foreign direct investment. It is- 
considered ideal to have a cor|Kiraie income 
lax rale of 35 per cent for domestic com¬ 
panies, without any surcharge, and 45 per 
cent for foreign companies on their entire 
income, which is 8 percentage points lower 
than the pre.scnl rate of lax on doinc.stic 
eompanics and about 10 percentage points 
lower than the prc.sent rate of tax on foreign 
companies Such a step would not only give 
a thrust to industrial activity and domestic 
as well as foreign investment, but also help 
in reviving the capital market and inspiring 
greater confidence in the ongoing reform 
process 

The 1997-98 Budget should, therefore, 
enunciate .i corporate policy st;itcmcnt which 
should, inirr aliii. address issues pertaining 
to taxation of /ero-iaxcoiiipanies which owe 
It to the nation to contiibule iea.sonably to 
the national exchequer either iliiough MAT 
or AMT or any other alternative tax system 
or in combination with alteration in the rates 
ot depreciation admissible under the Income 
Tax Act. Besides, it .should also tackle the 
issue of harmonisation between deprecia¬ 
tion rates admissible under the Income Tax 
Act and the Companies Act as the present 
system ol a large differential between the 
Iwo sets of depreciation rates has given rise 
to leakages i n corporate tax revenue. Further, 
It should aim at imparting greater competi¬ 
tive strength to the indiistnal sector as a 
whole in order to enable it to withstand 
foreign competition in an increasingly free 
market environment and facilitating larger 
foreign direct investment by bringing the 
corporate tax rates more or less in alignment 
with similar rates prevailing in east Asian 
countries. 

(This paper expresses the personal views of tlie 
author.) 
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ONGC’s Decline and What Should Be Done 

Kannan Srinivasan 

India's demand for petroleum products is rising sharply even as domestic production declines. The Oil and 
Natural Gas Commission was set up with the national priority of making India increasingly self-sufficient in 
hydrocarbons. It was run down by subordinating the geo-scientists in the Commission and their procedures to 
the goal of immediate production at the expense of the long-term. Today nearly every department of the ONGC 
is mismanaged and corrupt. The company (as it now is) should revert to its original role of the national oil company. 
Output can he greatly increased in producing fields, and production should be commenced in other areas such 
as the Assam-Arakan. 


INDIA’S purchases of petroleum crude and 
products account lor 25 per cent of every¬ 
thing she buys abroad. ’Fhey constitute the 
largest item of our imports. Maximising the 
domestic output of hydrocarbons is critical 
to this country's survival and growth. But 
India is not finding any more oil. Explora¬ 
tion has been neglected. Production- 
shanng agreements have provided contrac¬ 
tors such as Enron the right to burn an 
unlimited amount of gas to maximise their 
immediate cash How; and poorly com¬ 
pensated the national oil company for its 
investment in developing these fields. Its 
project management is poor, and main¬ 
tenance of its facilities abysmal. So though 
Rs 96.25,t bn has recently been invested 
in major capital works - Rs 19.749 bn on 
L-11 Bombay High North, Rs 41.085 bn on 
L-III Bombay High South and Rs .15.418 bn 
on Neclam - ONGC’s production in 
1989-97 would show an absolute decline, 
from 31.99 mn tonnes to 31.63 mn tonnes 
per annum. All producers, public and 
pnvatc, should deliver 36.31 nin tonnes ot 
oil in 1997. 

But the demand for petroleum products - 
on which India is increasingly dependent 
though It has vast reserves of coal - is set 
to increase sharply The Draft Report ol the 
Ninth Plan Group on Demand Projections 
for the Petroleum Sector has estimated 
that it could go up from 607.5 mn barrels 
in 1996-97 to as much as 1.10 bn barrels by 
2001 if. among other factors, .some of the 
new fast-track power projects are .set up. 
There should be a 13 per cent annual rate 
of growth in liquefied petroleum gas, 10.6 
per cent in motor spirit, 17.3 per cent in 
naphtha, 3 per cent in kerosene, and 9 per 
cent in diesel. Petroleum imports would go 
up nearly 300 per cent over the next 5 years. 
Petroleum products this financial year are 
expected to account for $ 10 bn of India’s 
$ 40.40 bn of import. They could cost $ 20- 
$ 30 bn by 2001, depending on the avail¬ 
ability of sufficient refining capacity. Yet 
India’s exports - which have lagged to pro¬ 
duce a tra^ deficit of $ 4.54 bn in 1995-96 
-cannot pay for this. This could precipitate 


the next balance ot payments crisis - or a 
sharp decline in the rate of growth. 

Expt-.RT.s: No Oil. IN India 

Indian basins have been less prospective, 
and exploration and production consequently 
more expensive than elsewhere in the world, 
such as the west Asia, where international 
petroleum companies have preferred to 
produce at higher margins rather than India 
But it makes sense for an Indian exploration 
and production company to produce virtually 
any oil that it can below the international 
price. The oil majors were invited to India 
soon after independence. Experts from Royal 
Dutch Shell, Standard Oil and Burmah Oil 
consistently maintained that no commercial 
dcpositsof petroleum existed in Indiaoutsidc 
Assam. Stanvac drilled some dry holes, then 
abandoned Bengal. ,So the Oil and Natural 
Gils Commission (ONGC) was set up as in 
its original form in 1956 to go into areas 
which neither Oil India nor any oil major 
thought prospective. Since its front-end 
activity was exploration, the discipline of 
geology enjoyed great prestige in the early 
years and was central to strategic planning 
in the company. Quality control on drilling 
and reservoir depletion during production 
was exercised by the Directorate of Geology. 
This and the Directorate of Geophysics 
concerned themsci ves with where oi I lay and 
at what rate to produce it. Through the 
Cambay di.scovcry in 1958, and after the 
Ankleshwar oil discovery in I960, till 
Bombay High in the 1970s, ONGC’s esprit 
de corps flourished under the leadership of 
geologists such as Nikolai Kalinin and 
Samarendra Nath Talukdar - an eminent 
geologist who once headed ONGC’s 
exploration Md production divisions and 
was responsible for several world-class 
discoveries - and a strong sense of national 
purpo.se. 

ONGC has worked abroad since almost 
its inception. In the 1950s it participated in 
offshore Persian Gulf exploration, which led 
to the discoveiy of the giant Rustam and 
Raksh oil fields; and in Tanzania, where the 
Songo Songo gas field was discovered. When 


the Persian Gull di.scoverics were made, its 
joint venture partner Phillips Petroleum 
wanted to terminate the joint exploration 
contracts, saying the exploratory drilling on 
the Rustam and Raksh structures had been 
unproductive. But ONGC’s Geology 
Directorate independently examined the data; 
and, recalls Talukdar, “Philips’ bluff was 
called”. ONGC lifted its share of oil in 
accordance with the joint venture contract; 
but none of the refining firms operating in 
India, such as Burmah Shell or Esso, would 
handle it. citing their contractual obligations 
to their principals. 

Oil India (OIL) goes hack to the Digboi 
oil ficld’sdiscovcry in 1889.The government 
of India increased its stake over the years, 
from 33 per cent in 1959 to l(K) per cent by 
1981. Although It has large reserves, OIL’S 
timid management has produced the same 
2 to 3 mn tonnes annually for decades before 
and after the government took it over. 
Increasing production in Indiadid not fit into 
the plans of its overseas owners. Generations 
of managers trained by Burmah Oil per¬ 
petuated this very strategy of under¬ 
production, so It has continued to function 
as though it were the subsidiary of a 
multinational. This is not mere abundant 
caution. Fur the business of an exploration 
and production company is neither to milk 
production dry in the short term, nor to build 
up a vast hank of reserves, but to maximise 
the total output overthe lifeof a field. Whether 
to do that in five years or 50 is an economic 
decision, not a technical one. The technical 
decision is the management of the reservoir 
- in terms of rc-pressurisation, water, gas or 
polymer injection, which wells to shut down 
or produce from - appropriate to each level 
of drawdown. With one-fifth the geological 
reserves of ONGC - I billion tonnes against 
5.3 bn -OIL produces less than oiie-fifteenth 
the nil. This is bccau.se it has fai led to upgrade 
its re.serve.s. A billion tonnes of geological 
reserves should generate at least 300 mn of 
producible rc.scrves - or 500 mn they were 
to be developed by an efficient operator. But 
OIL’S producible reserves have remained 
constant at around 145 mn tonnes. And for 
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the last few decades, it has added to pro¬ 
ducible reserves at a very leisurely pace. For 
instance, from 199(){o Tws, while ONGC’s 
addition to producible reserves grew by 1.235 
bn tonnes, a growth rate of 44 per cent - 
oil’s grew by only 2i) percent adding only 
114 inn tonnes. OIL has avoided high risk 
areas. It has preferred to operate in the very 
Upper As.sam areas which were developed 
more than 100 years ago. It has been 
producing oil at a constant rate from 3 fields 
- Nahorkatiya. Hugrijan and Moran - which 
it took a quarter-century tode vclop and which 
have produced for more than 40 years. 
Kharsang was ‘'under exploration” for half 
a century. Moreover, while ONGC operated 
a great deal in totally unknown sedimentary 
basins as well as basins with only indications 
o( hydrocarbons, OIL put 90 per cent of its 
drilling activity in the know’n petroliferous 
basins of Upper Assam. In fact ONGC 
began exploration in Gujarat only after OIL 
refused to work there in I95fv. and produced 
2{K) mn-odd barrels annually for years from 
here. Its target should now be to upgrade its 
geological reserves to generate 3(X)-600 mn 
tonnes of pnxiucible re.scrves; in order to 
actually produce up to 30 mn tonnes of 
hydrocarbons every year. 

Dl-STPl'ITlON or GhOSClfcNfTS AND 

Milkino oi ONGC 

The huge reserves discovered by ONGC 
geologists paradoxically led to the eclipse 
of the geosciences in the Commission. 
Production engineers who could deliver 
immediate increased output - no matter the 
long-term cost - were now at a premium. 
The gcoscientists' planned approach, which 
maximises the ultimate recovery over the 
life ot each re.scrvoir, was abandoned. 
Exploration strategy ceased to exist. The 
fiKus switched to immediate production with 
no thought of the future. Puffed up by the 
consequently increased output of Bombay 
High, chairman N B Prasad abolished both 
the Geology and Geophysics Directorates. 
Geo-scientific exploration - the key activity 
in an E and P company - suffered a great 
loss in importance. Now the practice was 
that the Geology and Production Sections 
jointly prepared a monthly production plan 
for each project. That indicated how much 
was to be produced from each well: which 
one was to be shut down for testing, and 
which wells were to undergo specific repair 
jobs (because, for instance, water had 
encroached and pressure had dropped). But 
the Production section found this discipline 
irk.somc. 

With the collapse of the prestige and 
authority of the geologists, it became easy 
fur a subsequent chairman. Col S P Wahi, 
to abandon this production plan entirely. The 


stage was set for a major disaster. The only 
priority of the chairman and the production 
group now became the meeting of oil 
production targets set for the Bombay High 
reservoir, which ensured tltc promotion of 
production officers, and the extcn.sions given 
to the chairman by the governments of Indira 
and Rajiv Gandhi. 

These production targets had been .set on 
the assumption that schemes for in)ccting 
water through massive marine plallorms in 
order to maintain the appropriate pressures 
and bitlanccs of oil. gas and water would 
have been installed prior to the increased 
production. Because of the opportunities to 
make money in the award of thc.se contracts 
for water injection platforms (WIN, water 
injection north and WIS, water injection 
south) their installation was delayed. 
Nevertheless, the production was .stepped 
up. With the failure to maintain the pressure 
regime, the L-llI reservoir was damaged. 
Bombay High production - responsible for 
M per cent of ONGC’s total - collapsed. 
ONGC’s overall production declined 
dramatically, from 31.99 mn tonnes in 1989- 
90 to 21.22 mn tonnes in 1992-93. An 
expensive programme to improve output from 
Bombay High must now he undertaken. 
Although proposals to produce an additional 
38 to 69 mn tonnes of oil - and 14.5 mn cubic 
metres of gas - from Bombay High have 
been pending for years, ONGC has shown 
no sense of urgency in getting down to 
business. 

Once ONGC used to mobili.se re.sourccs 
efficiently. Traditionally, its dry-hole ratio 
was half the world average. Reserves 
discovered per metre drilled - another 
important ratio - were high. Today leaking 
valves and pipelinejoints are left unattended. 
It IS customary to surreptitiously change the 
bean in the production casing - to obtain, 
in the short run, a higher rate of flow. The 
refineries have frequently complained that 
they receive water mixed with oil because 
fluid separation, has been incomplete. The 
difference between the amount of oil ONGC 
claims to prcxluce and what the refineries 
receive is substantial. Water injection 
schemes have been characterised by exe¬ 
cution delays', pumps have failed because of 
poor maintenance; the treatment of the water 
injected has often been sub-standard. There 
has been poor reporting of prrxluclion matters 
such as the number of sick wells at any one 
point of time in a field, and an unwillingness 
to stop production from wells for testing or 
repair. All this runs contrary to accepted 
international practice. Eight years ago I had 
pointed out that: "Many ngs drilling on 
contract...in the Western Offshore region 
have been...idle lor inexplicably long 
pcriods...The charter rates of $ 21 ,(X)0 a day 


must be paid whether or not they arc actually 
drilling...exploratory cycle speed - the daily 
meterage drilled averaged over ihc year - 
has dropped sharply, from 969 in Ihc |x;nod 
June 1985 to May 1986. to 894 in 1986, to 
664 in 1987-88. Essar Explorer has been 
idle since August 23, Kcdarnath from 
August 4toSeptember IZ.Chichcnltrafrom 
August 2 to September 11 Although these 
are operated by private contractors. ONGC 
specifics the work they must do and provides 
all supplies. The...Daily Progress Report...lor 
September 20...shows that with 10 per cent 
of the quarter left, nearly 40 per cent of the 
work - 6.074 metres of exploratory drilling 
- remains incomplete.” Not much has 
changed since then. 

Recently for instance, at Bombay High 
South’s L-lll Field, 7 gas comprcs.sors have 
been installed inorderto pnxluce power. But 
ONGC seems to have overestimuted the gas 
from this field. Only I compressor is in use. 
Six compressors commissioned at vast cost 
arc idle. ONGC is now trying to find any 
use for these compressors. Ouolalions in 
excess of $ 9 mn to shift a compressor have 
been received from Engineers India and 
Kawasaki.SoovcrSIOOmnhasbeen written 
off in a fit of absence of mind. Such poor 
planning - possibly associated with cor¬ 
ruption - IS typical ot the manner in which 
ONGC functions in its procurement of 
equipment and .services. A glance at the 
board of pending litigation against ONGC 
shows how poorly this company organises 
its contracts. ONGC has been in the offshore 
oil and gas business since 1976. Yet its 
standard lerni.s and condit ions of contract are 
nowhere near international practices. The 
bid evaluation criteria, contract clauses and 
technical .spccificalinn.s are deliberately kept 
onerous resulting in the issuance ot numerous 
addendums in clarificatory mcciings, in the 
delay in finalisaiioti of cuniraci.s. and 
opportunities to create change orders and 
cases for arbitration. OnONGC’scnginccring 
and coast ruction contracts alone, forcxampic. 
there arc about 12 pending arbitration ca cs 
involving every known service company - 
McDermott. Hyund,ii. Saipcm. .Siiimpru- 
gctti, ETPM, Sotonord. Sumitomo, Nippon 
Steel Corp. Essar, Punj, to name a few. 
Pending arbitration cases plus awards already 
made but pending in the high court arc in 
excess of US $ 100 mn. 

Mukia Panna: Damaol Causi-.d by 
Reckless Production 

A unique provision in its agreement with 
the petroleum ministry permits Enron Oil 
and Gas to flare freely at the Mukta and 
Panna oil and gas fields in the proli fie Bombay 
Offshore Basin to the east of the massive 
Bombay High field. More than $ 600 mn of 
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hydrucartMins may ik)w be destroyed. Thc.se 
fields were discovered by ONGC and 
handed over to a joint venture ol Hnron. 
Reliance and ONGC to produce around 2.5 
mn tonnes of oil annually (I4*i mn barrels 
of oil. 12 mn barrels of condensate and 216 
bn cubic metres ol gas) at an investment cost 
of $ 1.2 bn. Tliis was in addition to the 
investment of Rs 7.75 bn by ONGC until 
1994. But the designated operator is Rnron 
alone. Gas-oil latios in Mukta Panna now 
approach 7(X). up from .^00+ when Enron 
took it over. This should be compared with 
GORs between .150 and 380 tor the tield.s 
managed by the ONGC, which arc thought 
to be high enough to merit concern. By way 
of comparison, wells which reached GORs 
of 700 in Bombay indicated that something 
was senously wrong; these producing wells 
had to be closed down. This flaring of gas 
is possible because of certain terms m the 
contract which would be inconceivable in 
any country in the world - including the U.S, 
where Enron is based. The “Production 
sharing Contract among the government of 
India and Oil and Natural Gas Corporation 
and Reliance Industries and Enron and Gas 
India with respect toContract Area Identified 
as Panna and Mukta Fields” states at Section 
21.4.2; "...If an Existing Discovery is 
determined to possess Excess ANG, and 
such Existing Discovery is producing or 
capable of producing as of the Eficcti ve Date 
of thi.s Contract. Contractor is granlrd the 
right to flare, without penally or limitation, 
such Excess ANG until Gas transportation 
facilities, it any. can be provided for. and 
such right shall be extended to such future 
time or times as such Gas transportation 
facilities may become unavailable or their 
capaci'y would restrict or limit pri>ductioii 
of Crude Oil. Government will use its gcHid 
offices to effect early reduction and/or 
elimination of such flaring by causing Gas 
transportation to be made available at 
rea.sonablc rates if a pro/msal to that effect 
is propo.sed by Contractor or acompany and 
approved by the Management Committee 
(emphasis added)." 

This provision permits Enron to flare gas 
in order to get quickly at the oil that it can 
transport and tiadc in order to maximi.se its 
immediate returns. Thi.s makes it possible to 
overproduce rcckic.ssly. Indeed, under Article 
13. these companies can recover their entire 
expcndituie at the very outset, that is, within 
the first year. For the next 24, it is money 
forjam. “13.1.1. DcvelopmentCostsmcurred 
by the Contractor in the Contract Area shall 
be aggregated, and the Contractor shall be 
entitled to recover out of Cost Petroleum the 
aggregate of such Development Costs at the 
rate of one hundred percent (l(X) per cent) 
per annum.' Any contractor can offer better 


terms than this: and defer payment by a few 
years. “Section 13.1.2. For the purposes of 
this Article 13.1 .Contractor’s ‘Cost Recovery 
Limit’ means costs incurred after the Effec¬ 
tive Data relating to the construction and/ 
or establishment of such facilities as are 
necessary to produce, process, store and 
transpoit Petroleum from within the Exis¬ 
ting Discoveries, in order lo enable Oil 
production of thirty-eight thousand three 
hundred barrels per day (38,300 BOPD) in 
accordance with the Development Plan lor 
the Panna and Mukta Fields.... The P.irties 
agree ihat for the purposes ot this Article 
13.1 the Contractor’s Co.st Recovery Limit 
shall he the sum of Five Hundred Seventy- 
seven Million f'ivc Hundred Thousand US 
Dollars (US$ 577.5()0.(XX)).” But not only 
can Enron burn gas at the outset in order to 
maximise its immcdi.atc returns, it can do so 
indelinitcly The choice is lelt lo Enron and 
nol the govcrninenl lo con.servc and pioducc 
this scaree resource. Asa consequence, Enron 
can keep priKlucing the associated gas in 
Mukta and Panna fields until it is satisfied 
that It will meet its short-teim profits - 
indefinitely. Rut this field was given out 
specifically because the government claimed 
that it did not have the resources to develop 
It - and Enron-Reliancc saul it did. How 
much gas can be Hared in this lashion? 
Between April 1995 and March 1996 last 
year, these fields produced -t()9.153 mn 
cubic metres of a.s.sociated gas. Multiplying 
that by 35.315, as I cubic metre ol gas is 
equivalent lo so many cubic feet, we get 
10.917 bn cubic feet of gas. At .$ 3 per mn 
BTU (discounted since Qatar LNG has been 
traded at $ 4) x 936 to convert to cubic feet 
we gel a price of 5 28()8/inn cubic feel. 
That would mean lhat $ .30.657 mn worth 
of gas was destroyed by Enron last yeai And 
$ 2808 X 216 X KKK) = $ 606.528 mn is the 
value ot the 216 bn cubic feet of gas Enron 
is entitled to destroy. The ministry of 
petroleum has treated more than half-a-bn 
dollars of gas as a tree good; i I F-nron produces 
it, it can sell it and make money; if it destroys 
it, there is no penalty. Is it lawful for the 
government of India to permit such wastelul 
Haring of gas; and such complete discretion 
to the contractor, in abdication of its own 
responsibility as the guardian of the country ’ s 
economic resources’.' The .Supreme Court or 
an Indian hic.h court could conceivably dircd 
the government to cancel the award of this 
contract. 

The second issue on which there can be 
a legal challenge is independent of the first. 
Assuming for the .sake of argument that the 
dc.stmction of gas is lawful, nevertheless 
there is a separate and distinct consequence 
which ari.scs out of this production of 
associated natural gas. It was made evident 


to the contractor and the consortium that 
Mukta and the Panna were fields with poor 
natural recovery; and thciefore require 
specialised re-pressurisation of reservoir in 
order to maintain the How which will result 
in the complete production of the recoverable 
rc.serve of oil. The a.ssociaied natural gas 
which lurms the gas cap fur this field is, 
along with the mi.scible gas di.ssolvcd in oil. 
and the water in these wells, one of the three 
natural drives of Mukta-Panna. The 
destruction of any part of this g.as cap will, 
as was discovered at great cost during the 
inismanagemcni of Bombay High during 
the 1980s, make it expensive and difficult 
to recover oil troni thi.s field As Wood 
Mackcn/,ic points out; "Due lo the un¬ 
spectacular nature of the reservoir charac¬ 
teristics, recovery from the Mukta held by 
natural depletion was predicated to be a very 
pool 7.8 per cent. The latter necessitaies a 
water injection programme fioni the outset 
of development in older to raise recovery lo 
aiound 25 per cent.” In that case, it is a 
distinct possibility that the reckless 
prixluctionofoil from Mukta-Panna- without 
the compensatory re-pressiiiisation ol 
reservoir is doing damage to ihc fields and 
bringing down their production litc. 

Production from tbcONf iC'sgiam Neelam 
oilticid, the largest in the lounlrv .ittci 
Bombay High, has declined Irom 95,tXK) 
barrels ol oil per day lo 56.(HK) The oil in 
place IS believed to have been seriously 
overestimated. Ncclam,45kmsoiith-wcsi ol 
Bombay, was discovcied m Jaiuiaiy 1987. 
The Neelam Process Complex was com¬ 
missioned III July 1994 Unlike Bombay 
High Development, in Neelam watci in|ec- 
tion lacilitics to ensure the uppiopnalc 
secondary recovery aic installed at the vciy 
outset. The Neelam complex was designed 
to handle 1,2(),(KK) barrels ol oil pci day and 
2.6 mn cubic metres a day of gas. It is grossly 
underutilised - by at least 50 percent. GNGC 
has initiated steps such as hiring of coiisaltant, 
independent rc.scrvoirstudy, lilt gas scheme, 
etc, but no notable progress has been achieved 
on jiroduction improvement. Currently, inten¬ 
sive lobbying is going on to enrol multi¬ 
national oil majors or service companies for 
profit-sharing based on an incremental 
incrca.se in production through Joint venture. 
On this basis, ONGC has cancelled their 
international tender for Neelam lift gas 
pipeline network project floated in October 
1996. Any action being initiated now will 
nol bring results for at least 24 months. The 
process involves detailed study; the 
recommendations will need to be evaluated; 
the implementation is bound to involve 
additional drilling. ONGC geologists claim 
that this is because the Neelam’s reserves 
have been seriously overestimated. The 
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strong increase in ONGC production which 
was expected in the second half of 1994-95 
would haw been significaiti on account of 
90.(X)0 barrels a day from this Held - instead 
something like 45.()0() bopd is proiluced. 
Rs 35.418 bn invested in Ncelam is a gross 
overdesign: resources invested here will not 
provide any attractive icliirn; Ncclam’s 
prixluction could have been met at half or 
less of that invesimonl. 

W'liAi ONCIC Snot 'I o Do 

ONCiC’s job Ilicielore should be to 
maximise the domestic production of 
hydrocarbtins This can be done almost 
entirely from inteinal cash flow if a 
remunerative price lor its oil is allowed. But 
a great deal ot rcoiganisation including 
restoring the central role of geology will be 
necessary. ONGC s production - of 30 mn 
tonnes of oil and 18 mn of gas equivalent 
to oil appears to be too Kiw. The company 
has geological rescn'cs of the ordei ot 5.3 
bn tonnes. Ot that 1.25 bn tonnes has been 
upgraded to rci'o\ci.\ble teserves - of which 
around 3(X) mn tonnes has been produced 
already, leaving around 950 mn tonnes as 
balance lecoveiable resen'e\. So the job 
bi'torc ONGC is to upgrade its geological 
rc.serves to producible reserves to the order 
of 3 bn tonnes over the next 15 years - a 
recovery laclor a|iproaching 6t) per cent. 
This would make possible a step up in 
production to over i (K) mn tonnes every year 
withinthe lOyeais l995-2tX).5-andtherealtcr 
up To 170 mn tonnes oi .so annually. This 
raising ot protluclion would require (a) 
increasing recovery laclors from existing 
reserves and (b) lowering the reserve.'' to 
production ratio to 15:1. Gross mis¬ 
management the last 20 yeais: the diversion 
ut ttinds from ex|)loration to production; 
and luciativc tnllated contracts to service 
companies havcensuiedthatONGCs reserve 
replacement ratio has steadily declined. So 
the key job today is to upgrade its geological 
reserves - locateil in basins with proven 
hydrocarbtin rc.serves, but where there has 
been little commercial production - tif 5.3 
bn tonnes. ONGC should lower its R/P ratio 
from 20;I to 15; I and embark on a .strategic 
plan to upgrade its geological reserves to 
recoverable reserves. Instead ofa 20 per cent 
recovery ratio, if the policy .'equirement be 
high long-term production, ONGC should 
aim at a recovery ratio of 60 pc cent with 
primary, secondary and tertiary recovery - 
the norm in high quality American oil 
companies. 

Higher recovery should be possible in, for 
instance, fields such as Cambay, argues 
Talukdar. where another 25 per cent should 
still be produced. And in Ankicshwar, where 
carbon dioxide (CO^) injections could still 


produce another 10 per cent. So Ux> North 
Kadi in Gujarat, where substantial additional 
pioduction should be possible And Bombay 
High should, most geologists are agreed, 
produce .substantially more. In lact, 
Occidental, Amoco,Chevron and Arco made 
detailed investment estimates ranging Irom 
$ 1.46bntoS 1.93 bn to pnidtice an additional 
38 to 69 mn tonnes of oil - and 14.5 bn cubic 
metres of gas from Bombay High, liach 
sublayer of Bombay High has a ditferent 
jiermeabiliiy from the next; the gi.inl field 
1,3 has 4 or 5 sublayers. Bombay High will 
have to change over to patterned Hooding 
rather than to line Hooding so that oil is 
driven only into some layers from which it 
can be recovered and. says Talukdar, the 
major rccompletion ol many wells will have 
to be done. Additional wells will have to be 
drilled, new plat forms, pipelines and process 
pliitlorms installed, and sick wells tepaired. 
The. present pattern of reprcssurising the 
teservoir and maintaining the How of oil 
would be modified by injecting water, gas, 
or polymeis. In two areas of tbe country, the 
north-cast and Kashmir Valley, the Indian 
goveriimonrs inability to arrive at an equit¬ 
able political arrangement ensures that 
atractivc reserves of hydrocarbons are not 
prtKJuced. In Kashrniracunsidcrablequantity 
ol biogenic meth.ine gas occurs at shallow 
depth. 

In imiKirtant instances. ONGC does not 
develop attractive prospects because there 
are no transportation facilities lor the 
hydrocarbons produced, and no proximate 
consumers. When ONGC discovered there 
were substantial reserves of hydrocarbons 
within lour years of beginning exploration 
in the areas adjacent to Nahorkatiya in the 
B rahmaputra Val ley of Upper Assam it could 
not develop them because ot the lack of 
additional pipeline capacity for a long time. 
This delayed ONGCs cash flow and 
increased unit costs. And in the As.sam- 
Arakan fold belt, gas discoveries take too 
long to provide revenues because of the 
delay in layingpipelines to West Bengal and 
the Gaiigetic Valley where potential 
consumption centres arc located. It may make 
scn.se to locally process this gas to high- 
value end-products which can be conveyed 
by existing surface transport to wherever 
there arc maikcts - less what can be sold 
locally. Products such as carbon black high 
density petrochemicals can also be sold in 
neighbouring Myanmar and Bangladesh. 
Similar investments could be undertaken 
producing gas in the Andaman and Nicobar 
Islands. Several decades have elapsed 
since gas discoveries in Tripura and Surma 
Valley were made, but no revenue has 
accnicd from them to ONGC (or to GAIL) 
bccau.se pipelines have not been laid and 


downstream consumers have not been firmed 
up. Perhaps GAIL could compress the 
waiting lime between the di.scovery ol gas 
and Its exploitation, liven the eai best hydro¬ 
carbon discovery, that ol J.iwalatiiiikhi-I in 
Kangra district of HP has not been utilised 
liom the lime it was unearthed by drilling 
in 1957. 

ONG(' has to date o[)er.iietl m relatively 
less extreme conilitions Much exploration 
and pioduction h.is ceiuicd round the 
relativelybettei knoyyn shallow watersol the 
western offshore region, and onshore Gujarat. 
ONGC has functioned al a depth ol no more 
th.in 150 metres. Newer areas such as Kerala- 
Konkan will require depths of I .(XX) metres 
and more and costs pet barrel lound and 
produced arc bound to rise significantly. The 
Deccan Trap basins arc dilficult to explore 
by geophysical means. This is why there 
have been no takers when they have been 
offered for exploration to both OIL and the 
MNf’s Yet .should imjirovcd techniques 
show significant oil and gas iii these' 
sedimentary basins in central India, drilling 
in the Krishna Godavari and Bengal basins 
might have to be abandoned in order to work 
here instead. 

The Assam-Arakan geological province 
has difficult logistics. Oil occurs at great 
depth, making productioncxjicnsive. Drilling 
IS difficult and slow; individual [>ay zones 
where ml is concentialed arc less pro¬ 
ductive; and any hydrocarbons produced 
have a high transportation cost. But this 
region represents the largest sedimentary 
tract in India and holds promi.se of enormous 
oil and gas deposits. .Sarat Roy Choudhary, 
former director of the ONGCs Institute of 
Petroleum Kxploralionsays; “...TheEocenc- 
Oligoccnc reservoir-source equivalents of 
the Assam area may be within drillable depths 
furthci cast, 'fhcrc are numerous oil seeps 
and shallow (biodegraded) oilfields in the 
area have been sourced Irom Assam- 
equivalent souiccd rtH'ks. 'Ibis may indicate 
there is deep oil play in the region with very 
significant potential.” Indeed the north- 
cast IS coiKiguous with producing or pros- 
jiective areas m Bangladesh and Myanmar 
where ONGC could perhaps operate as a 
lorcign oil company albeit with the advan- 
.age of a neighbour. In Myanmar for in¬ 
stance, “seven proved and two indicated 
gcncnc hydrocarbon plays m the basins of 
Hukawng, Chindwin, Eastern platform. 
Central Burma and Aycyarwady Delta/ 
Offshore Basins comprising the Central 
Burma Tertiary Trough yield a mean 
expectation of about 1,930 mn barrels of 
oilcquivalcnt and oil...a range of reasonable 
certainty of 425 mn barrels...” ('Production 
Sharing Contracts’, Ministry of Energy. 
Myanmar, 1995). 
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Nature of the Task 

The government of India, ONGC’s 
largest shareholder, should hold it account¬ 
able to quantitative and qualitative per¬ 
formance relevant to upgrading reserves 
and increasing production, lliis should be 
the nature of it accountability; not only 
profits obtained by playing the money 
markets or buying derivatives. For explo¬ 
ration will not rise in a straight line correla¬ 
tion the moment ONGC gets a market price. 
Production has meant jam today. Even after 
substantial production fields such as Mukta 
and Panna were taken away, there were fewer 
immediate production jobs in the early to 
mid-l99()s. These funds were not directed 
to exploration. Instead the reserve 
replacement ratio declined. This is because 
the focus was immediate profits; not 
ONGC's long-term role as the national oil 
company. Today the job of monitoring the 
performance ot the national oil company 
lies with the directorate general of Hydro¬ 
carbons; lamentably this is an ineffectual 
body. 

Efficiencies in production engineering 
coupled with major investment can result in 
significantly greater production in A-fB+CI 
category reserves, which comprise tlic known 
producible reserves. And a great deal has to 
be done in upgrading Cj category reserves 
to producible reserves in the next 3 years or 
so at the least cost per field. Mr. It should 
be possible to upgrade at least 30 per cent 
of D and E categories of Indian sedimentary 
basins - the so-called ‘prognosticated’ 
reserves over 10 years and continuously add 
to India’s total production from them. Now 
the important condition precedent for this 
level of production is intensive andexpenst ve 
secondary and tertiary recovery. Such a 
focused programme will have high 
investment costs. The lower price available 
for indigenous crude has made it necessary 
for ONGC to go in for a version of 
development with widely-spaced production 
wells in the first phase. 'This minimises 
investment costs so investment is recovered 
faster during this pei iod of ‘self- Hows’ (when 
oil rises without any other inducement). 
Today only after this investment has been 
recovered in these production wells is 
secondary recovery by the injection of water 
or gas or polymers begun. And only after 
these secondary costs are recovered from 
revenues from production can tertiary 
recovery - by drilling more infill wells, 
injecting fluids under pressure to increase 
sweep efficiency from production - be 
installed. E;K:h stage finances the next; a 
slower and less efficient process than setting 
up all necessary facilities at one go. The 
more appropriate choice which would mean 


an higher and speedier recovery is to drill 
closely spaced production wells at the outset. 
This will have more than twice the drainage 
radius. Producing at the maximum economic 
rale from the outset, this will deplete the 
reservoir at a faster rate, and pattern flooding 
to Hush out more into producing wells will 
be necessary. The opportunity costs will be 
loo high for an investment in drilling and 
production unless the return to ONGC is 
sufficiently attractive for such intensive 
production. Investment costs in tertiary 
recovery arc especially high. Higher returns 
would enable closer spaced wells and 
pallcmcd Hooding. This has so far been too 
expensive. Presently pnmary, secondary and 
tertiary are .segregated into distinct stages of 
investment in order that there is full cost 
recovery at each stage to pay for the next. 
A programme of high investment by ONGC 
will require either that government subsidise 
Its investment or that it cut its own ‘take’ 
by w ly ol royaity/cess/production sharing. 
The higher the level of self-sufficiency 
expected, the lower should be the profit to 
shareholders and the return to the government 
by way of taxation. This would release 
invcstihle rc.sources to ONGC for increased 
exploration and production. Most of the 
global increase in production today does not 
come from large additions to geological 
reserves by new discovery but from incFea.sed 
recovery Irom existing reserves. 

The focus should be to do most of the work 
with re-invcslcd profits. Such a coherent 
focus in accretion to rc.servcs-and poxluction 
from di.scovered fields at the greatest 
efficiency and lowest cost are specific targets 
which arc attainable. This is a much more 
specific goal tor ONGC than vague 
management hu^z-words such as 
‘globalisation’. ONGC’s priority should not 
simply be the short-term maximisation of its 
share price but rather the long-term 
maximi.sation of indigenous production. The 
conceptual brain of an E and P company is 
its geology. An E and P company does 
exploratory surveys and drilling - not to 
fulfil coverage and meterage targets but 'o 
obtain the best po.ssible data in order to 
develop its geological model of sedimentary 
basins, to narrow the search area for traps 
(which should have formed prior to the 
geological time when the migration of 
hydrocarbons is most likely to have occurred). 
Only highly trained gcoscientists can 
conceptuali.se this. .Similarly the withdrawal 
of hydrocarbons from a reservoir on 
commercial exploitation of a discovery 
depends on an understanding of the Huid 
regimes of layers above a^d below the pay, 
and the supervision of the drilling and 
production teams by geologists. 1116 poor 
state ot drilling and its complete 


disorganisation during the Prasad-Wahi years 
has resulted in the fact that drilling activity 
in ONGC has often little to do with 
exploration. Drilling is meant to be a source 
of information for exploration by reason of 
the geological information that feeds back 
to the geologists. But because in the I980.<> 
ONGC developed a whole culture of ‘bogus 
drilling’ to merely satisfy drilling meterage 
targets unrelated to actual exploration 
requirements. So this ceased, by and large, 
to be a source of information for the process 
of discovery of the geological reserves and 
accretion thereupon, to the producible 
reserves. So core samples have not been 
available from a good deal of drilling. ’The 
quality of information to ONGC geologists 
from this expensive activity has been poor. 
So has well completion. Depths to be drilled 
have often have not been specified. Since the 
costs per metre drilled are very high if wells 
are in any unknown area or great depths, 
there has generally been tremendous 
expenditure without result. The different 
stages before drilling have to besystemati!>ed 
so that drilling output is coherently related 
to thc.se. For over a decade. ONGC drilling 
meterage has been an end in itself The same 
prospects arc drilled again and again. And 
necessary exploration and production work 
is ignored. Because the only indicator .if 
drilling performance is the numbei of metres 
drilled - the most expensive single activity 
in oil production It affords the most lucrative 
opportunites for corruption. In the US, fiscal 
incentives such us the depletion allowance, 
foreign tax credit and the expensing of 
intangible drilling costs have ensured that 
the corporate federal tax bill forthe 19 largest 
domestic oil companies averaged less than 
a per cent of their income before tax. Mad 
the US followed comparative advantage, it 
would not have created such a regime of 
fiscal tienefits which has made it one of the 
most intensively explored areas in the world. 
Likewise ONGC's and OIL’S market price 
for their crude should not simply reward 
investors but be directed towards a specific 
programme of investment in increased 
production. 
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DISCUSSION 


Arguing against Inclusion 

Anupama Rao 


IN a recent piece ‘Gandhi-Ambedkar 
Interface: When Shall the Twain Meet?’ 
(EPW, August 3.1W6). Suhas Palshikar has 
suggested that we locate Gandhi and 
Ainbedkar within a common discursive 
field by highlighting their [Gandhi and 
Ainbedkar's I intense commitment to eman¬ 
cipatory ideologies. He notes; “The 
discourses of Gandhi and Ambedkar were 
not aiuiiheiical. Therefore it is possible to 
think in terms of common concerns and 
potential grounds for dialogue between the 
two discourses" tp 2072). He argues that the 
pmblein of caste and the analysisof capitalism 
- commonly perceived to be the two sites 
of major disagreement and divergence in 
Gandhiati and Ambcdkarite thought - might 
actually contain nodes of convergence 
between the two thinkers. Palshikar asks that 
we go beyond the “assumption that Gandhi- 
Ambedkar clashes resulted from their 
personalities, as well as their respective 
positioning in the contemporary political 
contexts" (p 2070), to focus on the 
'[visuahsationjol acomunily based onjusticc 
and fraternity" (p 2072), that underwrote the 
Gandhian and Ambcdkarite project(.s). In 
brief, the author asks us to ignore the 
conditionx of prodiiclion that made these 
di.scourses possible, asking instead for a 
reading of Gandhi and Ambedkar as 
ideologues of emancipation. In this brief 
response, I suggest that Gandhi and 
Ambedkar's thought was situated within a 
historical and political context, and that 
evaluating them in terms of an abstract notion 
of emancipation is distorting. Further, 
Palshikar docs not offer his re-evaluation in 
the spirit of proposing their interventions as 
viable for political action today. His interest 
in bringing these thinkers together is often 
confusing and contradictory, and docs not 
serve to emphasise the political commitments, 
.ind the historical context, that underwrote 
their struggles. 

A major problem with Palshikar's call for 
convergence lies in arguing fur it at an abstract 
level, without a clarification as to what was 
concretely shaicd between Gandhi and 
Ambedkar’s emancipatory ideology. Hence 
an emancipatory ideology is perceived in 
broad humanist strokes as a commitment to 
social justice, equality, the communitarian 
good, etc. In fact, the essay is full of attempts 
to cover over ideological stances that were 
actively antagonistic to each other. Take for 
instance the discussion of satyagraha where 
Palshikar maintains first, that it was not 


extended to the struggle against “caste and 
caste-based inequality”; .second, the satya¬ 
graha "as a political weapon is adequately 
demonstrated by Gandhi's thought and 
practice”: and third, that while Gandhi argued 
that the moral responsibility of eradicating 
caste lay with caste Hindus, it was curried 
as stigma by the untouchable body (p 2070). 
Through each of these instances, the lack of 
fit between a radical agenda for the annihi¬ 
lation of caste such as Ambedkar’s, and 
Gandhi’s moral condemnation of caste 
hierarchy and oppression becomes evident, 
and disallows the charting of a common 
agenda. There is also a problem with the way 
Palshikar reads Gandhi as “not trapped in 
formulating anti-west nationalism", yet en¬ 
gaged in a devastating critique of capitalist 
relations of production (p 2071). The con¬ 
nections between nationalism and theentique 
of capital are not at all clear, and confuse 
the reader as to whether we arc to concen¬ 
trate on the problem of nationalism and 
modernity at alt. since nothing mure is said 
of the matter in the rest of the essay.' What 
IS meant really by ‘anti-west nationalism"? 
In the context of colonialism can there be 
another sort? Again, in the reading of 
Ambedkar, it would .seem as though Palshikar 
contlatcs the problem of modernity for 
Ambedkar with his understanding of the 
work of the economy. He writes “He 
[Ambedkar] might have looked upon forces 
of modernity as cutting at the root ol caste 
society and therefore was not convinced of 
the ‘evils’ involved in modernity”. But the 
next paragraph begins with “...it would be 
wrong to hclicvc that Ambedkar upheld 
capitalism uncritically” (p 2071). In making 
a connection between capitalism and 
modernity ■ without arguing about their 
connections in the historical context of 
colonial India, Palshikar elides the entire 
problem of nationalism, what the discourse 
of modernity can kwk like in a colonial 
situation, and the problem that caste raises 
for the project of modernity in particular. 
Palshikar has argued for a theory of reading 
which is blind to the particularities of the 
socio-political production ot personalities 
and ideas. He suggests that to support the 
commitment to social justice and emanci¬ 
pation inevidencctodayneceMan/)’involves 

the attempt to bridge the differences between 
Gandhi and Ambedkar. But clearly, serious 
historical analysis and political critique docs 
not proceed from the assumption that 
‘personalities’ and great men make history; 


history is not merely the product of factional 
nvalries and pci.-<oiial clashes 
The attempt lo read as emancipatory 
ideology the political analyses that mark 
these discourses is rather disturbing in other 
ways as well. For instance, our understanding 
ol the historic conlrontation between caste 
struggles and nationalism as played out in 
the Poona Pact, for example, is com¬ 
promised.'^ (Oddly, Palshikar suggests that 
the problem of separate electorates is an 
unim(>ortant point, since it “jdidj not torm 
the core of Ambedkar’s thoughts” (p 2()70).-' 
There can be no denial of the problem of 
caste for representative democracy. The 
entrance of this historically and culturally 
speci Tie form of inequality tor caste disability 
as Ambedkar understands it) into the sphere 
of unmarked and disembodied citizenship, 
iscritical for Ambedkar’s thinking regarding 
the problem of representation.'* The question 
for him is, who will represent the depressed 
classes, rather than who will represent the 
nation at large? 

It IS difficult lo see how the problem of 
separate electorates becomes incidental when 
in fact Ambedkar's demand pointedly 
critiques the abstract and empty notions of 
representation animating upper caste elites. 
Ambedkar asks for rethinking the very space 
of prilitics when he suggests that for tnily 
representative dcinocriKy.comjiensation for 
historical injustice mu.st exist alongside 
received notions of cilizcnship.'The moment 
one asks how Gandhi and Ambedkar 
understood their respective emancipatory 
ideologies to be jMliiical. one will have to 
make a distinction between their discourses. 
In fact, I would go so far as to suggest that 
in Palshikar’s own analysis of the Gandhian 
and Ambedkantc agendas, there is a great 
effort to reconcile radically different 
ideological premises; that the exercise 
.succeeds only at the level of some notion 
of ‘the common good’ that braid together 
these discourses. The content o* these 
discourses (ic, Palshikar’s exposition of 
Gandhi and Ambedkar’s actual analysis of 
caste and capitalism) it.velf reveals the gulf 
that separates the two thinkers. 

To return to the problem of politics. The 
difference in the understanding of caste is 
fundamental since it underpins Gandhi and 
Ambedkar’s understanding of capital, Hindu 
society, historical priKcss, and modernity. 
Palshikar notes Ambedkar’s crucial under¬ 
standing of untouchability as bodily stigma. 
The presence of the untouchable signals the 
existence of untouchability as practice, and 
caste as critical to constituting personhood. 
In contrast, as Palshikar hi mself notes, Gandhi 
opts for a view of Hindu society as a system 
where the main contradiction happens to be 
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the non-inclusion of Harijans in the Hindu 
fold. While Gandhi's analysis rests on a 
scn.sc of Harijan deprivation, it is tunda- 
incntally unable to incorporate the elements 
of structured violence and coercion thal 
characterise Ambedkar’s an.ilssis, 
Ambedkar's analysis of caste as lived prac¬ 
tice grounded in violence contrasts with 
Gandhi’s understanding of caste as absirac 
ted system, whose (negative) ellctls aie to 
be ameliorated through the moral re¬ 
education of the upper castes. 11 we arc 
asked to see thc.se two discouiscs as being 
complementary, it is only by risking a 
historical amnesia regarding the various 
challenges loa homogeneous national identity 
posed by struggles around various markers 
of difference (caste, gender, region and so 
forth), which have contributed to a difleren- 
liated entry into the domain of citizenship. 
If we are to talk aboui a rapprochement 
between Gandhi and Amhedkar. it is 
necessity to work through this fundamental 
contradiction, between an abstract notion 
of the citizen bearing tinivcrsalised values, 
and the diverse and discrepant parts it con¬ 
tains in practice. 

How might we differently position the.se 
thinkers as debating the problem of politics 
and citizenship, rather than engaging them 
in a di.scussion of emancipation which does 
not ask concrete questions lor the present? 
f want to suggest that it might he more 
fruitful to look into the interests that might 
be served by eliding the significant dif¬ 
ferences between Gandhi and Ambedkar; 
tliat we stiuggic to maintain the tension 
between their political agendas. It is in the 
space between them that we might find an 
answer to the problems of caste, culture, and 
democracy that continue to haunt us. 

Notes 

t For oiic arguiiieni about Gandhi's location 
outside the discourse of colonial modernity, sec 
Partha Chatter jce. Niitumalisi ThouKhi and the 
Cohnud World: 4 Dtrivalivf Dm oiir.se'' Zed 
Books. London and New York. 1986 
2 I am arguing against the Candhian reading of 
caste as a .social evil, and for a deeper 
understanding of the politics animating his 
construction of the category of ‘society’. It is 
only hy understanding the problem of ca.sle as 
political, as Ambedkar does, lhal we can 
illuminate his view of repiesentulive demo¬ 
cracy as an inslilution of iiiodcmity crucial for 
the annihilation of caste and caste disabilities. 
We can. of course, critique Ambedkar's 
comniitmeni lo parliamentary process and lo 
the law as a key locus for the arbitration of caste 
identity. One thinks especially of (he 
contradiciory and prnbiemalic ways in which 
the history ot the Unlouchability Offences Act 
of 1955, and Us successors, have interacted 
with the history of policies of ‘com|>en.sa(ory 
discriminulion', as Marc Calanter calls them, 
culminating in Mandal. Here the legal apparatus 
has both sought to erase casle sligiiia through 


us decisions on caste enme. i e. untouchabiiily, 
and reify it in the game of idcniirication and 
numbers (hat is reservation, for instance. Bui 
siii'h a review of seiccled aspects of Ambedkar's 
ihoiighi IS fmiighl with risk, in that it might 
iiH) easily become gri.st for a dominant anti- 
dalil and anti-Aiiibedkarilc sensibility 
iininicrcsied in exploring the problematic sphere 
01 polities created by acoloniai and brahmimcal 
order. For an excellent critique of “casteism 
from the left”, see .Sharod Palil, ‘Oemocracy 
Brahmimcal and Non-Brahminical', f 'loniier, 
.September .fO-October 21, 1995: 42-46 
.See Jayashree Gokhale, f-'rom Concessions to 
Confronlahim: The PolilUs ol an Indian 
Uninuchahle Comniunilv. Popular Prakaslian. 
Bombay. 1993; M S Gore. The Soi-ial Contest 


ofa/Hdeolof(y:Ambedlcar'sPoliiicalandSorial 
Thought, Sage. New Delhi. 1993; Eleanor 
Zelliot, ‘Dr Ambedkar and the Mahar 
Movement’ (doctoral dissertation. University 
of Pennsylvania 1969). 

4 See Elienne Balibar, ‘Subjection and 
Subjccti votion' in Joan Copjee (ed). Supposing 
the Subject, Verso, London, 1986:1-15. Also 
Micsses, Cluyses, Ideas: Studies on Politics imd 
Pliilo.sophy Before and After Marx, Routicdge, 
New York, 1994 

5 The tenii ‘compensatory discrimination' is a 
term used by Marc Galanter in his important 
work on casle and the law Marc Galanter, 
Competinn Hijualities- Law and the Backward 
Castes in India, University of California Press, 
Berkeley, 1984. 
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LETTERS TO EDITOR 


Fiscal Refortti 
and Growth 

M SMOHANTY deserves high apprtTiiidon 
lor his in-depth technical analysis ol inacio- 
cconomtc stability, giowth and fiscal tcloint 
(February K). It is concluded lliat in the 
context ol growth, fiscal adjuslinent needs 
to be tailored to reverse the declining trend 
in infrastructure investment and basic social 
services and to improve the productivity ol 
resource use in the public scctoi These long- 
tenii refonn measures assume as much critical 
importance in promoting growth in the 
economy as in reducing the fiscal deficit 
ratio to a sustainable value 

It might not he out ol contexl to highlight 
the comments of Y V Reddy, deputy 
governor, RHI (Ihscounl and Unaiur, 
February I). According to him, Iheconslraints 
to the growth of the Indian economy mainly 
.stem from the slow rale of increase in capital 
St oc k. Th i s const rai lit won Id be great ly cased 
if there were a .simultaneous improvement 
in productivity. 

Conventional thinking about Iiscal refoim 
says that fiscal corrections should have a 
strong positive impact on capital accumu¬ 
lation and producitviiy growth ol the 
economy concerned. A t.|uc.slion that arises 
in this context is whether the ical cost ol 
borrowings or the real rale of interest matteis 
in developing economies like outs. 

It IS implicit from Vtohanty’s Table 1 
(p 290) that real interest rate on market 
borrowing increased from l.l per cent in 
1990-91 to 5.9 |)cr cent in 1995-96 while 
real giowth increased from 5 4 per cent in 
1990-91 to 7 per cent in 1995-96. On three- 
year average during 1990-91/1992-93. the 
real rate of interest was iiround 0.53 [icr cent 


(growth rate +3.8 per cent) while during 
1993-94/1995-96 it was around 3.7 per cent 
(growth rate +6.1 per cent) which was lower 
than the implicit simulated real rateot interest 
even in the path of liscal adjustment of 
NPD = 0 ('fable 2, p 291). How would a 
higher real rale of interest be conducive to 
promoting giowth in the economy'/ 

F'iscal correction is needed hut the quality 
of correction is much more important 
Resolution of this problem will require more 
effective and equitable taxation of a growing 
tax base, combined with systemic refotms 
of government spending patterns. The 
targeted reductions tn selected avoidable 
expcndituic should be the main pattern ol 
future coasolidation. Consideration should 
also be given to select revenue enhancement 
measures 

.Speiuling pressiiies from subsidies and 
rising annual ptiyouls cannot be avoided by 
any government. The cx|rcnditure hike could 
be linked with productivity gain. Culture 
might play an important role to help society 
adapt to ecorioniic reform. Altitudes towards 
political, economic and judicial institutions 
aie deeply rooted in historical experience 
and arc often slow to change. When atliiudcs 
do not supikirt icform and the new msl iliitions 
It bungs, the sustainability of the lelorm 
comes into question. 

T K ClIAKK.MIARIY 

M.unilius 

Remedy Worse Than 
Disease 

ALL those who know Biinkei Roy will not 
be smpri.sed by his anguish over some 
degenerating trends in the voluntaiy sector. 


particularlyonaccountoftheeasy availability 
of funds from foreign funding agencies 
(December?, 1996). 

However, Roy is recommending the killing 
of the patient to save him from disease. For 
every one agency growing big due to these 
funds, there are 10 doing good work with 
these funds. There arc tour or five important 
areas m which many voluntary agencies in 
the country are working, namely: 

(1) self-help groups of women for income 
generation: 

(2) non-formal education for children who 
did not go to schools or had ilropped out very 
early; 

(3) projects for the eradication of child 
labour: 

(4) water harvesting projects and other 
environmental projects like |omt lores! 
m.inagemen;. and 

(5) last but not the least, training camps 
lor me:nbets of village pancliayats from* 
dalit, ad'.vasi and other backward com¬ 
munities and in particular women. Many 
of these are funded bv foreign funding 
agencies and their impact will be visible 
aftei .sonic years 

Bunker reconiincnds a tighter FCRA to 
control malpractices in tlie voluntary sector. 
He loigets the pre.seiil political siliialioii - 
that at incsent the central goveinment and 
all the stale governments are unstable and 
there is growing corruption in the bureiui- 
ci.icy. Any attempt to enhance the powers 
of the bureaucracy will do more harm than 
pood. 

Rather than enhancing the power ol the 
FCRA bureaucracy, it is better to update the 
law governing societies. The present St/cicties^ 
Act of 1860 IS outdated. What is needed is 
an act o.i the lines ol the Ktirnataka .Societies 
Act 

It is also necessary that the olftces of the 
.Societies Registration Act pubit.di an annual 
re|iortlislmgall societies with expenses above 
a certain limit, say, rupees one million. This 
will bring some transparency m the working 
of the concerned departments and will also 
inform the people of what Roy calls the 
■monsters' in the voluntary sector. 

In the prevailing socio-econoiMc and 
political atmosphere volimtarj' agencies are 
not likely to accept any code of coiuliict m 
spite ol the glib talk of having a self-imposed 
code of conduct. 

I hope Bunker will be more realistic and 
reasonable without relying on the bureau¬ 
cracy. Ixt him not throw the baby away with 
the bathwater. 

SlIARAD KuLKARNI^ 
Centre for Tribal Conscientisation, 

Pune. 
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Putting Growth at Stake 


F INANCt minister Chidambaram's second central budget 
exposes how linn a grip over public policies industry and 
business, the rich peasantry and the middle classes, constituting 
between themselves some 20 per cent of the population at 
best, have acquiied. The focus of the budget is quite 
unabashedly the capital inaiket. N'irtually every one of the 
pre-budget pleas ol the market players has found favour with 
the finance minister. There aie ihe measures which directly 
concern the capital market .such as permission for buy-back 
of shares by companies, the unified limit of 60 per cent for 
inlcr-corporatc investment and loans, one-time lax exemption 
on capital gains for stock biokcrs who corporati.se their 
open'ions, exemption of all dividend income from direct lax. 
leduction of capital g.'iins lax on NRl investment Irom 20 
to 10 per cent on par with Fils, incrca.se in the limit on Fll 
portfolio investment m a company from 24 to .10 per cent. 
mcrca.se from .S to 20 (ler cent in respect ol venture capital 
inve.stiiienls in new ventures and the modification of the 
minimum alternative tax to exempt profits Irom exports and 
introduce a system of tax credit which can tie earned forward 
for five years. Hut llic.-.e apart, the drastic leduction of direct 
tax rates effectively by as much as one-lhird in personal 
taxation and one-fourth in company taxation, the live-year 
tax holiday lor iiifraslriictiire piojects. the liberalisation of 
rules forinvestmentof incremental provident fund collections 
and the decision to go ahead with disinvestment of P.SIJ shares 
as per the recommendations <4 the Disinvestment Commission 
have all been served up with an eye to slock market sentiment. 
Without doubt the capital market is being treated us the engine 
of industrial and economic growth. 

The thrust of the budget is on advancing the economic 
reforms, though the finance minister repeatedly invokes" the 
United Front’s Common Minimum Programme (CMP; in his 
budget speech. The broad objectives of his budget, which 
according to him aie inspired by the CMP, are listed as growth, 
minimum basic services, employment, macro-economic 
stability, inve.stmcnt particularly in infrastructure, human 
development and a viable balance of payments. The con¬ 
tradictions between some of these v'bjectives and the economic 
reforms are glaring enough and arc rellectctl in the budget 
speech. The finance minister announced the exclusion ol 14 
major items from the list of those reserved for the small-scale 
sector; he promised to introduce a new law to replace FHRA 
which would be consistent with full current account 
convertibility and pave the way for capital account converti¬ 
bility; price incentives for oil exploration, where many foreign 
oil majors have been given licences underthe new exploration 
policy, have been made more attractive; and health insurance 


is to he selectively opened up for private investment Some 
of the items taken out of the list re.served for small-se.ile units 
are clearly intended to benefit multinational companies besides 
large Indian companies and the move is likely to have sei lous 
employment implications. Likewise, in opening up health 
insurance the gosernmeni has focused on the needs of the 
rich and the middle classes and ignored the rural areas and 
Ihe weaker sections. The Malhotra Committee had recom¬ 
mended the rejuvenation of postal insurance towards this end 
but the possibility has failed to attract the attention of the 
authorities. 

The budget also iK-ars ample te.stirnony to the govei nnicnt’s 
altitude of dependence on foreign capital. Manyol the measures 
cited above such as the easing of the rules goveiiiiiig r‘II 
investment, liberalisation of oil exploration licensing policy, 
enhanced mceniives lor investiiieni m iiiliasirucluie, opening 
of the health insurance sector to the private sector aic directed 
at attracting lorcign capital, riiere has been great pressure, 
particulaily from US insurance companies, lor opening the 
insurance sector and what has been announced is likely to 
be just the thin end of the wedge. 'Ihe hankeiiiig alter foreign 
capital reHects the government’s fear, acknowledged in the 
Fxonomic Sun ev. that domestic .saving will continue to lie 
insufficient to sustain the growth of the economy. That this 
attitude is shared by Indian business and industry is evident 
from the continued reliance on foreign poitlolio investment 
to sustain the buoyancy in sluiie prices, despite the very 
capital-markct-fricndly budget. 

The quality ol fiscal adjustment proposed in the budget is 
noteworthy The locus should have been on expanding the 
govermnent’s resoiiicc base, in particular laising the lax to 
GDP ratio, to avoid excessive cx|K'iiditure compie.sshm. 
However. C’hidambcram has succeeded in doing preei.scly the 
opposite.'Pie centie's gross tax revenue vvilliemaiii unchanged 
at 10.6 perceni ol GDP m iOM? OX, On the other hand, market 
bonowing is slated to rise with Ihe interest outgo on public 
debt budgeted to go up further to Rs 6X,0(M) crorc from 
Rs 58,500crorc in I‘»6-y7(Rli). Inevitably the likely extent 
of expenditure coiiipies.>ioii will be such as to hurt industrial 
growth in particulai and the expansion of social and physical 
infrastructure in general Ihe finance minister has been 
preoccupied with bringing down the gross fiscal deficit to 
5 per cent ol GDP m 1W6 07 and 4.5 per cent in 1997-98 
- goals set under the structural adjustment programme six 
years back - timiiindful that these arc lower than the levels 
in many developed countries and that the required expenditure 
compression is liound to have serious conscquence.s for the 
giowlh procc.ss. Chidambaram pats him.self for reducing the 


Economic and Political Weekly March 1-8, 1997 



revenue dcricit liom Rs 31,47.*) cnire (2..5 
per ceni of GDP) in the lOOh-O? budget to 
Rs 28,20.*) crorc (2.3 per cent) as per the 
revised esttntates. The reduction of Rs 2,571 
ciore in non-plan expenditure occuired 
largely because ol the saving ol ihc provision 
of Rs 3,(XK) crore made in Ihc budget (or 
implementing the Filth Pay Commission’s 
awaid. Tliere have also been savings in 
interestpaymcnisiRs l,5(X)crore),subsidies 
(R.s48.3 ciore) and loans to state governments 
(Rs 330 crorei The reduction m Ihc levenue 
dcfieil would have been laigei hut loi the 
provisionot an additional Rs 1,7(X)crore (or 
dclence in the rcvi.scci estimaies (the outcome 
o( excess expenditure of Rs 2,1.30 crore on 
revenue account and a sluuitail ol Rs -130 
croie Ml capital expeihliiurc) Taking non¬ 
plan cx[)endiluru as a whole, ii is sigiitficani 
that the larger decline (Rs 842 crorc) has 
taken place in non-plan capital expenditure 
than III non-plan revenue expenditureexclud- 
ing interest payments (Rs 220 crore), with 
the cut in non-plan social sector cx|)cnditure 
being the severest 

What IS curious is that Cliidainbaram 
should leel .so elaied ahoui die shorllall m 
plan expenditure in lOOfi-07 - he describes 
it as his '‘greatest .salislai lion" in his budget 
speech. Though he has provided an additional 
Rs 2,5(X) crore to the states and foi externally 
aided projects and Rs 663 crore to Jammu 
and Kashmii, the drastic cut in the central 
planouil.ivm 1006-07 by as much as Rs 0,.568 
crorc horn Rs87,()86crore (HI :)(o Rs77..518 
crore (RFi) siands out. '['he ie\ ised outlay in 
1006-07 turns out to be just 3.0 |km cent 
higher than that in 1003-06, lellecting a 
sharp contraction in real teims. riic cut in 
the revised estimate of centr,il plan outlay 
m 1006-07 comparedwuhthcbudgclcsliinale 
has occurred under bolluhrcct budget support 
(Rs 2,609 ciore or 8 percent liom R.s.32,71 3 
crore to Rs 30,104 ciore) and internal anil 
extra-budgetary resources of PSl is (Rs 6,0.50 
crorc or 13 per cent liom Rs 54,373 crore 
to Rs 47,414 crore). Within direct jilan expen¬ 
diture, theie is a reduction in both revenue 
and capital exiienditure, of Rs 2,101 crore 
and Rs 410 crore, respectively. Apart Irom 
lowcrexpendUureon agriculture (by Rs 211 
croic), rural development (Rs 856 ciore) and 
irrigation and Hood control (Rs 433 crorc), 
significant shnnialls haveoccurred inenergy 
(Rs 4,6()0 crore), industry and minerals 
(Rs 1,681 croic) and trarispoil (Rs 1.588 
crore). aggregating Rs 7,038 crorc or 15 2 
per cent. The plan outlay on social services 
too shows a shoitlall (Rs 538 ciore), though 
in this sector the gap m non-plan expenditure 
has been much larger Within the social 
sector, there has been a large shorttall in tola! 
expenditure on education (Rs l.:J02 crorc 
from Rs 5.232 crore to Rs 3.730 crore) For 
the mid-d.iy meal scheme. Rs 1.400 crorc 
was provideil but only Rs 8(X) crore are 


expected to be s|)cnt. Ot the special provision 
of Rs 0(X) crorc for accelerated irrigation 
.schemes, the government is likely to spend 
only Rs 5(X) crore. Despite the large short- 
lull indirect plan and non-plan expenditure, 
the gross fi.scal dclicit in 1996-07 has 
remained at Rs 63,13! crore (5 pel cent of 
GDP) because (he sale of the goveinment's 
equity holdings in P.SUs which was bud¬ 
geted to realise Rs 4,.5(X) crorc (ailed lo 
materialise 

The same accent on fiscal compiession 
marks the budgetary allocations lor 1007-08 
The government’s aggrcgaieex[K;ndilure will 
remain around 16 I per cent ol GDP as in 
the revised estimates foi 1906-07. bul the 
proportion will be lowei than m l00*i-06 
(16.2 per cent) and in the budget eslimatcs 
for 100()-07 (16.3 per cent). Total plan outlay 
IS budgeted to move up by 5.5 per cent Iroin 
Rs 87.086 crore to Rs 01,886 crorc, the 
increase being distinctly lowei than the 
expected mllaiion rate ol 7 to 8 per cent As 
a prop iition of GDP, the plan outlay will 
come down from 6.9 per cent lo 6 4 per cent. 
The revised estimates place the plan outlay 
111 1906-97 .It 6 2 pel cent of GDP. Withoui 
a significant ri.se in plan outlay in real terms, 
the threat ot recession looming over huge 
sections of indu.stry, to which the shortfall 
of nearly Rs 1(),(KX) ciore m plan outlay m 
1096-07 has contributed significantly, is 
unlikely to be lifted. Comparing the budget 
estimates for 1006-07 and 1907-08, the plan 
outlays under diflercnt heads in the coming 
year au seen to be only slightly higher, il 
at all. Ill nominal leims and in teal lei ms are 
.signilicantly lowei The outlay on agricultuic 
is budgeted lo use liom Rs 2,831 crore lo 
Rs 2.060 crorc |4.‘) per cent) and on rural 
development IromRs7,520croieU)Rs7.601 
ciore (2.3 per cent), bul the outlay on energy 
will actually decline Irom Rs 24,270 crorc 
to Rs 24,2.34 crore, on industry and minerals 
IromRs 11,826 croic to Rs I l,2(X)croic(5.3 
(x-r cent) and on transport Irom Rs 15,072 
crore to Rs 15.016 ciore (6 pei cent). In 
irrigation and Hood control, the provision 
for the accelerated iriigation benefit pro¬ 
gramme. a Hagship piograinme of piime 
minister Devc Gowda, has been enhanced 
from Rs 9(X) crorc in 1906-07 to Rs l,.l(X) 
crore in 1 997-98. This is a non-plan 
progr.'inmc. On the other hand, the plan 
outlay on irrigation and lloixl control has 
been diasticallv sla.shcd from Rs 1,248 crore 
(BE) to Rs 813 crorc (RE) in 1996 97 and 
lo Rs 323 crorc in 1997-98, thus niorc than 
neutralising the higher alloc.ition for the 
accelerated iiiigaiion programme. The only 
sccloi for which a substantial increase in 
plan outlay has been provided in 1997-98 
IS telecommunications, from Rs 9,879 crore 
lo Rs 1.3,354 crore (35 per cenO 'I’he larger 
outlay IS (o be financed entirely oul ol extra¬ 
budgetary resouiecs. 


As in the case of the accelerated irrigation 
benefit programme, iheallocation fbranother 
of the prime minister's pet schemes, the 
basic inintmum services programme, has 
been raised from Rs 2.466 crorc in 1996-97 
to Rs 3,3(K) crore in 1997-98, but the 
substantive programmesofhealth,education, 
rural development and rural employment 
and poverty alleviation gel no significant 
increase The al location for rut al development 
remains static at Rs 2.195 crorc, while'that 
lot the ruial employment and poverty 
alleviation programme is lo go up troin Rs 
6.437 crorc to Rs 6,806 cioie or by 5 7 per 
cent. Within social .services,the only sircable 
incic.isc IS lor cducalion, Irom Rs 3,388 
crorc to Rs 4,03)5 crorc or by 21 9 per cent. 
But of the increa.se ot Ks 707 crore, as much 
as Rs 200 croic is for the golden jubilee 
celebrations of the country’s independence 
which has been included in plan expenditure. 
Elementary education has been allotted Rs 
278 crore more than the budget estimate tor 
1996-97 and Rs 975,20 ciore nioie than the 
revised estimate lor the year The mul-day 
inea! scheme tor primary school childien 
was piovidcd Rs ’:,4()() cioie m (he 1996- 
97 budgol hut the ' evised estimate ol aclual 
e.xpcndiUue is only Rs 8(X) ciore and (he 
budge* tor 1997-98 provides for an 
expenditure ol Fls 9()0 crorc Relatively 
.subsianlial iiiereoscs ol Rs 1(>7 ciore and R.s 
41 3 croie have been piovidcd lor non- lormal 
cclucalioii and Ihc disiricl |)rimary education 
pro|ccl,rc.spcclivcly,in 1997-98. Inilicca.se 
ol health and trunily w'cllarc. the increase in 
outlay liom R\ 2.350 cioie to Ks 2,784 or 
by 18.5 per cc-nl appeals si/eabic, bul it is 
scaltercdovei .i largeiiuinbci ol piogrammes 
Besides, central expenditure m any ca.se 
constitutes only about 10 percent ot the total 
health expeiiditiiic in the country (R.s 1.4t'() 
(.tore oul i)( Rs I4,(KI() crorc). and so it is 
dillicult to. judge to what extent health 
programmi.'s will be stimulated by ihc laigcr 
alhuation in the cenlial budget The same 
IS true ol expenditures on education where 
Ihc centre’s share ol loial expenditure is 
about 11 per cent (Rs 4,tXX) crorc out of R.s 
37,000 crore). 

The meagre allocations tor devciooment 
progrummes m the 1997-98 budget apart, 
serious doubts about Hie .sustainability of the 
whol-e expenditure programme set oul in the 
budget cannot be avoided given the fragility 
ol lire assumption of large resource buoyancy 
despite Ihc drastic reduction of direct and 
indirect tax rates. The eifectivc reduction of 
tax rales would work out to as much as 33 
per cent in personal income tax and about 
2 5 per cent in corporate tax. Among indirect 
I axes, the average reduction in customs duties 
would be about 10 per cent, though the 
fm.'ince minister has claimed that thcchanges 
III exci.se duties would be revenue neutral. 
'I'he Hnanec minister's approach lo reform 
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of personal income tax and corporation tax 
betray s complete disregard of the experience 
ofoihsrcouniriesandofthelndianeconomy’s 
own development needs. Even the Tax 
Reforms Committee had not seen a case for 
^’Ushing the marginal tax rale on either 
pensonal income or corporate profits below 
40 'per cent as has been done in this budget. 
The committee had considered a personal 
income tax regime with a marginal rate of 
40 pet cent as a model ate one and for corporate 
taxation it had concluded that "a rale of 40 
per cent could noi be considered 
Ufireasonahlc, given the spread of rates found 
in different countries”. 

The budget docu inci it provides no estimate 
of the fwssiblc loss of revenue due to llic tax 
icduction.s,exceptmrc.s|)ectofcustonisdutic.s 
where it is placed at Rs 2.62.'5 crorc. All the 
same the budget expects an increase of 19 1 
|icr ceni m cusloms levenuc in l997-9^ on 
the assumpiion ol a revival of non-POL 
imports whieli have expeiicnced an absolute 
I fall in 1996-97 The ''vtiinaled increase of 
2.1 7 per cent in cusloms revenue in I9‘)6- 
97 is explained by tliiee factors, the 2 [ici 
cent levy on all iinpoits except gold and 
.silvc.i which was estimated to yield Rs 1,600 
crorc. the sh.irp rise in POl. impoits and the 
depreciation ol the rupee vi.\ a-vi\ some of 
the niajoi current les. The hudgcl estimate 
ol cusloms revenue in I‘>97 98 tails Ivii an 
clicclivc lilt reuse ol ilie oitler of Rs 11.000 
i roreot 2.“! pet cento\or Ihc revisedesimialc 
tor 1996-97 - a tall oidci considering the 
largeacioss the-boardicdu' lioiisincusioins 
diitie.s. Inihecascol ext isediities.i'iicinciease 
in revemie ciivi.saged is aboiil 13 pc. eenl 
which may be achieved pros uletl the tempo 
of industiuii growth does mil slacken below 
8 per cent oi so. 

It IS, howevei. the buoyant y expccicd in 
icceipts from corporation lax and personal 
income lax v- inch evokes the in(«sl sccpiicism 
The rise in receipts from peisonal income 
tax in the last lew years has been altrihuiahle 
to the rationalisation and even curtailment 
of a number of cxcrnplions for different 
saving schemes as a result ol which there 
had been practically no change in the cflcell ve 
incidence of [xirstinul income tax since the 
initiation of the reforms. The budget for 
1997-98 has, on the other hand, effectively 
cut personal income lax rates by one-third 
and company taxation by one-fourth; all the 
same it expects an incrca.se of Rs 2,857 crore 
(15.2 per cent) in receipts from personal 
income lax from Rs 18,843 crorc in 1996- 
97(RE) to Rs 21,700 crorc m 1997-98 and 
of Rs 2,850 crore (15 per cent) from Rs 
19,010 crore to Rs 21,8^ crore in receipts 
from corporate taxation. Rough calculations 
sugge.s( that improved tax bunyancy will 
have to yield additional revenue of about 
Rs 7,500 crore under corporate taxation and 
Rs 9,000 crorc under personal income tax. 


implying improvement of 40 per cent and 
50 per cent, respectively, over the revised 
estimates for 1996-97. The chances are that 
thc.se two heads of revenue togethei may 
face a shortfall of about Rs 7,000 to Rs 8,(XK) 
crore in 1997-98, which would be enough 
to jeopardise the entire expenditure pro¬ 
gramme and other budgetary calculations. 
Even without considcnng the likelihood of 
shortfall in tax leccipls, there are laciors 
such as the dcncil on the oil p.iol account 
(Rs 15.5(K)crorc) and thec.xpcndiiuro arising 
out of the Filth Fay Commission'.s award lot 
which a provision of only Rs 4,205 crorc has 
been made in the budget, in addition to 
Rs 3.620cioreprovidcdinthederencebudgct 
and Rs 3,500 crore in the railway budget; 
the total ol these at Rs 11,325 eroie may lull 
short by at least Rs 2,5(X) crorc to Rs 3,IXM) 
crorc unless govcrnmcni employees agree to 
the ancars due to them being deposited in 
their piovidcnt fund 
F.vcn aliei taking ciedit for a high level 
ol'idx buoyancy, 'he government has had to 
budget lor an increase of Rs 8.322 crore in 
net market borrowing from Rs 25,498 cioie 
III 1996-97(RE) to Rs 33,820 crore Of the 
propo.scd budget deficit of Rs 6.9(K) eroic 
tor 1996-97, it the [lossihle size of ,id hoc 
treasury hills or the auctioned bills oi TBs 
held oiilsidc the RBI arc excluded, ihc 
estimated uddilional net borrowing reqiiirc- 
nieiil w'll slill work out to nearly Rs S.fXX) 
cro.e Whether government boiiowing o( 
this order can be absorbed by Ihc market will 
depend on whether the portftilio inflo'vs and 
inflows iindei the voluntary disclosure 
scheme generate sulficient lu|uulity in the 
money market. Therefore, a cushion in the 
form o( RBI conliihution to market 
bon owing, or the so-called monetised deficit, 
of Rs I6,0(X) crorc has been provided. 
However, even this limit may have to be 
exceeded because of tlic large rise in market 
borrowing envisaged and the possible 
icstrictions under the new system ol ways 
and means advances which is to replace ad 
hoc and tap treasury bills. Of course, the 
liquidity situation may remain somewhat 
easy for two reasons: first, the existence ol 
sizeable latent liquidity due to Ihc recent 
releases of cash reserves with the RBI; and, 
second, possible inflows of additional 
liquidity via portfolio invc.simenl and the 
voluntary disclosure scheme. Considering 
these factors, the fulfiimcni of the market 
borrowing programme in 1997-98 may not 
create the problems it did in 1994-95 when 
banks’ lending tothegovcrnmenl wassiiniu- 
latcd in preference to lending to the com¬ 
mercial sector because of capital adequacy 
considerations. The manufacturing soettir, 
however, continues to face both a credit 
crunch and very high rales ol inicrcM Also, 
because of the large amount of gross borro¬ 
wing by the government of Rs 45,328 crorc 
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budgeted loi 1997-98, the rate ot inicrcM 
on governnicni paper under the .luction 
system is likely to coniinuc to rule high and 
in turn this nia> havi l(^ lepcrcussions on 
the coninieicial interest i.iic siruciiirc. 
Fressure on market iniciesi r.Ucs is afso 
likely to emanate liom the new system of 
ways and means atlvamcs uiidci which the 
Reserve Bank will iiiggci lloialion ol 
government seeuiitics once 75 |h-i cent of 
the waysand means adv.uucs limit isutihscd 
by the centre. 

Indi.ui industry has faced a lecessioiiary 
sttuulion in 1996-97 essenti.illy beeaiKse of 
high rates of interest on commercial 
borrowings from banks and liiijMciul 
institutions undthc res iiltaiiiciedii.stringency 
Tins sitiiution is likely to contiiuie and. to 
that extent, the chances of a revival of 
industrial activity remain uncertain If 
Minultancously public secioi expenditure and 
investment do not expand, demand lor a 
wide range of indusitics will leinuin slack 
and the finance minister’s supply-side 
measures will prove a damp S()uih. 

THE FX'ONOMY 

Constructing a Case 

DEFENf'E of the so-called ‘reform prtK'c.ss’ 
clearly takes precedence over prudent eco¬ 
nomic judgment in the finance ininisliy under 
the United From. In a no-hitlds-barred exer¬ 
cise in propaganda, the Etonomu- Survey 
IWb-97 virtually manufactures u case that 
Ihc reform has delivered high growth To the 
extent that inconvenient elements of the 
evidence cannot be accommodated by such 
an argument, they aie seen as consequences 
actually of a slowing ot rc-iorin on account of 
the distractions caused by tfic elections that 
arc inevitable in a parlianientarv democracy. 

Central lothisaigunienl IS not performance 
inlhefmancial year 1996-97, but pertonnance 
IP the previous two years when GDP is 
cslimaicd lo I’.ave grown by over 7 jicr ccn'., 
driven in Lirgc measure liy a high rale of 
indu.stnul giowth The .Von-evaiiribulcs this 
lo the reforms m'roduced during 1991-92/ 
1993-94 which, il is aigiicd, have finally 
begun to deliver results after an ineviiablc 
pc lodol ',iil|iisimcnl'and slow growth. The 
diftiniKy is die evidence in 1996-97 that the 
boom IS pioving short-lived. While an agri- 
cnll oral -.cclor starved of i n vest ment is show- 
ing signs ol stagnation, much ol indu.stry is 
Jaced with recessionary conditions that should 
lesult in a sigmficani fall in indiistnal growth. 
With the locomotive of growth in the inid- 
!'>9()s losing steam, this should result in a 
fall in GDP growth as well. If the case that 
the reform is delivering rc.sults has lo he 
defended, this iikeliluMKi ha.s lobe considered. 

Thcie are two ways in which the .Survey 
deals with this ‘problem’. First, n argues that 



it was precisely during the years of high 
growth that the elections intervened, provided 
a source of distraction and slowed down the 
pace of the reform process. As a result, a 
minor setback to growth was inevitable. 
Second, this setback, while pronounced when 
looking at industrial growth based on the 
index of industrial production, has not 
affected manufacturing which during the first 
seven months of 1996-97 registered a growth 
of 12.1 per cent compared with 12.3 (wr cent 
in the corresponding period of the previous 
year. It was only infrastructure which has 
performed disa.strously, partly because the 
reforms needed to infu.se funds into this 
sector have not been completed. However, 
argues the Survey, with the elections behind 
us and the reform once again ‘on track’, 
growth would resume, placing India on a 
7-8 per cent GDP growth trajectory in the 
coming years. 

The first of these arguments is of signi¬ 
ficance, since it seeks to dissociate economic 
policy from politics. According to it. the 
growth strategy ‘framed’ by a group of 
advisers in the finance ministry based on 
models purveyed by the IMP' and the World 
Bank, with which institutions they have had 
and continue to have a close association, is 
seen to be the best and only recipe for growth 
with equity. Unfortunately, the complexities 
of democratic politics in a backward society 
preclude the single-minded pursuit of that 
strategy. 

The arrogance of this assessment, which 
comes from little else but the backing of the 
world’s powerful, is obvious. A langc of 
experience across the developing world has 
established that the strategy in question not 
only debilitates economies and renders them 
externally vulnerable, but is also inequity- 
creating in a double sense. It promotes the 
interests of powerful international prrxluction 
and financial cartels at the expense of 
domestic economic agents. It also sub- 
.stantially increases internal inequality. It is 
for this reason that the Economic Survey has 
to Ik converted into a propaganda tract in 
defence of what is presented as a ‘techno¬ 
cratically’ correct policy regime. 

The propagandist tenor is visible in both 
the excessive emphasis on a selected set of 
figures, which themselves are suspect and 
in the conscious underplaying of evidence 
that IS ‘inconvenient’. Consider the evidence 
marshalled just in time for the budget that 
GDP grew by 7.2 per cent in 1994-95 and 
7.1 per cent in 1995-96, which render 
‘normal’ a predicted 6.8 per cent rate of 
growth in IW6-97. The CSO has .irrived at 
these figures through a long process of 
periodic ‘revisions’ which should suggest 
that the figures are suspect. GDP growth in 
1994-95. initially placed at 5.3 per cent and 
then revised to 6.2 and 6.3 per cent, has now 
been ’rc-c.stimate(]’ at 7.2 percent. Similarly, 
the figure for 1995-96, which was initially 


revised from 6.2 to 7 percent and then scaled 
down to 6.5 per cent, has now been placed 
at 7.1 per cent. Combine this with the facts 
that foodgrains pnxiuction, which had fallen 
in 1995-96, shows no signs of recovering 
sufficiently toeven match its 1994-95 record, 
that much of i ndusiry complai ns of a recession 
and that non-oil imports in a liberali.scd 
environment have fallen by more than 4 per 
cent - and the reasons for scepticism will 
be seen to be more than adequate. 

In fact, there is an obvious lack of 
correspondence between the claim that 
manufacturing growth in 1996-97 is almost 
equal to its 1995-96 record and the collapse 
in non-oil imports. Whileunderplayingthese 
contradictory ‘trends’. the Economic Survey 
in fact aigue.s that all of a sudden in 1996- 
97 Indian industry is pmving to be inter¬ 
nationally competitive, especially in the pro¬ 
duction of capital goixls, intermediates and 
components A clu.se examination of the 
available figures indicates that in fact the 
proximate ‘determinants’ of high manu¬ 
facturing growth arc the ‘performance’ of 
four sectors (textiles, chemicals, basic metals 
and alloys and electrical machinery) which 
arc the only ones among the 38 two-digit 
industry groups that did not registci a fall 
in production during April-October 1996 
compared with the corresponding (leriud ot 
the previous year. Their performance matters 
because they account for a more than 40 per 
cent weight m the index ol indu.strial pro¬ 
duction. In some of these sectors, such as 
cotton textiles, factory production has in fact 
fallen, so that the growth recorded is osten¬ 
sibly due to increased production in the de¬ 
centralised sector, who.se output is ‘derived’ 
rather than measured. Faced with these 
anomalies, there is no rea.son why the olficial 
Index of industrial pioduction should be 
allowed to override the inference of reces¬ 
sionary tendencies bu.scd on the collapse in 
non-oil imports, which is besides corrobora¬ 
ted by business perception. 

What is more, on the trade account it is 
not merely the fall in imports that provides 
cause for concern but the virtual collapse ol 
the growth of exports, the primary target of 
reform, from 24.2 per cent to 6.4 per cent 
in dollar iermsduring April-December 1996. 
Rather than recognise this as a major failure, 
the Economic Survey focu.scs on the fact that 
the deficit on the trade account would be 
lower in 1996-97 when compared with the 
previous year, .ind the current account deficit 
is likely to decline from 1.7 per cent of GDP 
to 1.4 per cent. These developments, which 
are a result of the fall in imports rather than 
a sign of improved performance, however 
do allow for a rise in the foreign currency 
assets of the RBI which ro.se from $17 bn 
at end-March 1996 to $ 19.8 bn at end-January 
1997. The other elements contributing to the 
rise in reserves, in a year when repayments 
on past debts were high, are a small rise in 


foreign direct investment flows, from $1.500 
mn to $ 1,710 mn during April to December 
1996 and a sharp rise in ‘portfolio flows', 
predominantly in the form ofFlI investments 
which went up from $1,121 mn to $2,343 
mn. This buoyancy of financial flows when' 
there are signs of a slow-down in most other 
sectors points to the only real ‘success* of 
the reform; that in attracting ‘hot money’ 
flows. But given the volatility of those flows, 
a turnaround in the balance of payments 
could occur even more quickly than the im¬ 
provement in the post-reform period. 

While the Survey sweeps all these incon¬ 
venient elements of economic performance 
under the carpet in its unabashed, propagan¬ 
dist advocacy of ‘rcform‘. there are signs of 
the likclihoiKJ of a new onslaught on India’s 
already marginalised poot. Even while sharp 
increases in the prices of essential goods are 
driving up the rate of inflation, administered 
prices of a number of commodities are slated 
to be raised as part of the prevailing 
‘marketist’ ideology. If the current situation 
of political ambiguity is utilised by the' 
mandarins of the finance ministry to push 
ahead further with the inequalising market- 
oriented strategy, soon they may be faced 
with too many inconvenient numbers to 
defend their ca.se. But, on the other hand, 
such numbers can always he reconstructed. 

TRIPURA 

Growing Schism 

THE spate of monstrous killings since last 
December has ultimately forced the Left 
Front government in Tripura to invoke the 
Disturbed Areas Act (DAA) in six police 
station areas in west Tripura and four police 
station areas in south Tripura. As late as. 
February 11, the union home minister.Indrajit 
Gupta, during his visit to Agartala, had ruled 
out the im|X)sition of DAA. But Ihc grisly 
massacre of 16 non-tribals in Baganbari 
village of Bishalpur subdivision of South 
Tripura district on February 12. and of 36 
more in Gonda Basti and Ramchandraghat 
Colony of Khowai subdivision of West 
Tripuradislrict on February 16, lefl no option 
but to clamp the DAA so as to combat the 
galloping insurgency in the state. 

There is a noticeable spurt in the activities 
of militant outfits operating in the state since 
December 13 when 26 non-tribals were 
mowed down at Kalyanpur in west Tripura. 
A further attack took place on January 31 
at Taidu in South Tripura district, which 
claimed the lives of seven non-tribals. Tire 
sudden stepping-up of insurgency has 
occurred against the backdrop of recent 
political developments in the state. With the 
Tripura assembly elections due next year, * 
four regional tribal parties formed a united 
front. Indigenous Tribal Peoples Front 
(ITW), in September last. Besides Tribal 
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Upjati Juba Samiti (TUJS), Tribal National 
Volunteers (TNV), Tripura Tribal National 
G)uncil (TTNC). ITPFalso includes Tripura 
Hill People’s Party (THPP) which has been 
an ally of the Left Front since 1983. The 
^TPF demanded an upgradation of Tripura 
Tribal Area Autonomous District Council to 
a separate state, and idcntirication and 
deportation of persons who entered Tripura 
after March 23.1971 as per the Indira Gandhi- 
Mujibur Rehman pact. These demands are 
also very much on the agenda of tribal militant 
outfits like the All Tripura Tiger Force 
(ATTF) and National Liberation Front of 
Tripura (NLFl'). The ATTF had called a 10- 
day bandh in June last year to drive out post- 
1949 immigrants. The growing 
marginalisation of tribals in the state is at 
the root of the strife. The various tribal ethnic 
groups which formed more than half the 
population of the state before independence, 
have now been reduced to around 23 per cent 
of the population Both the major political 
parties in the state, the Congress and the 
* CPKM), have raised the bogey of non-tribals 
to play on the susceptibilities of the tribals, 
and dislodge the party in power. 3he state 
is now reaping the disastrous consequences 
of the trihal-nun-trihui schism promoted by 
the parties for electoral gain. 

The ethnic tlare-up in the state is all the 
more alarming as it follows the visit of prime 
minister Devc Gowda to the north-east in 
October last year in which disbursement of 
Rs46.37 crorc by the centre for basic services 
in the region was announced, and foundation 
of a railway line between Agartala and 
Kuinarghat was laid. The Left F-ront 
government kept on postponing any army 
action amid deteriorating law and order 
situation, fearing its adverse impact on its 
base among the hill tribals. But when its 
deadline to the rebel groups to surrender by 
January 26 received a pour response, 
alienation oi a certain section of tribals was 
evident who, with easy access to arms across 
the Bangladesh border, have resorted to 
violence in suppttrt d' their demands. 

INDO-PAK RELATIONS 

Hopeful Signs 

JAMMU AND KASHMIR chief minister 
Farooq Abdullah’s outspoken ''emarks about 
the need to accept the reality and come to 
terms with theexistenceof Pakistan-occupied 
Kashmir (PoK) have quite understandably 
raised the hackles of obdurate politicians. 
While the hostile reactions of the BJP and 
ofher members of the fanatic Sangh parivar 
were predictable, the socialist minister in the 
union cabinet, Mulayam Singh Yadav, has 
also joined the chauvinist chonis. Reacting 
to Abdullah's suggestion that the Line of 
Control (LoC) that divides the Indian and 
the Pakistani parts of Kashmir be accepted 


as an international border, he has thundered: 
“Not a single inch of PoK wraild be conceded 
to Pakistan". 

This belligerent outburst sounds a bit 
discordant, coming as it docs from a politician 
whose party, the Samajwadi Party, favours 
arestructuringofthesubcontinem by forming 
a friendly confederation of India. Pakistan 
and Bangladesh. Maybe, being the defence 
minister, Mulayam Singh thinks that he mu.st 
make the right noises in order to please the 
army. But being also a novice in the politics 
of national and international diplomacy, he 
may not be aware of the similar senseless 
rhetoric that his predecessors had indulged 
in and which ultimately turned them into the 
laughing stock of world politics. Generations 
ot Indian defence and foreign ministers had 
bragged about rcoccupying every inch of the 
territory under Chinese occupation which is 
claimed by India as its own. Even after more 
than three decades and a parliament resolution 
binding the country to the recovery of that 
territory. New Delhi has been willy-nilly 
compelled to accept during all the.se years 
the line of actual control that separates the 
Indian and Chinese armies on the northern 
borders. Neither world nor Indian public 
opinion (barring the lunatic fringe of the 
Sangh parivar) now .sets much store by the 
possibility of India ever recovering that patch 
of land. Even Mulayam Singh'sown political 
comrades, who at one time used to be the 
must vociferous in demanding its 
rcoccupation, would not now surely urge the 
defence minister to order Indian troops to 
march into Aksai Chin. 

If New Delhi can chouse to ignore the 
territorial sacrifice that it was forced to make 
following its humiliating defeat at the hands 
of the Chinese in 1962 and can reopen trade 
and commercial tics with Beijing, one fails 
to understand why it refuses to initiate a 
similar move in its relations with Islamabad 
and give the go-by to its claim to PoK. Unlike 
its relations with Beijing, which arc marked 
by an inferiority complex, relations with 
Pakistan can be much more friendly, now 
that the new government there seems to be 


holding an olive branch, with it offering to 
discuss the issue of withdrawal of rnmps 
from Siachen. If Nawaz Sharif is serious 
about this offer, by responding to it in a 
positive manner New Delhi could strengthen 
his hands against possible Pakistan army 
pressures to reverse even the few healthy 
initiatives that he is prepared fur to improve 
Indo-Pak relations. 

Farooq Abdullah's suggestion to the centre 
to accept the status quo on the borders in 
Kashmir appears to be the most reasonable 
stance that the Devc Gowda government 
should adopt in its forthcoming dialogue 
with Pakistan. By such agesture of .sacrifice. 
New Delhi can. as a quid pro quo, persuade 
Lslamahad to abandon its spiteful policy of 
providing military aid and training to the 
militant groups. After all, succc.ssi vc Pakistan 
governments had been patronising these 
groups, not out of any genuine concern for 
the desire for independence that most of 
these groups entertain, but from a vengeful 
sense of retaliation that got reinforced within 
the Pakistan army after its humiliating defeat 
in the 1971 war with India that led to the 
secession of East Pakistan. 

In the new scenario that is likely to open 
up in Indo-Pak relations, the militant 
groups in Kashmir will also have to face up 
to the reality. Total dependence on military 
support from m foreign power can never 
sustain a national liberation movement, since 
such support waxes and wanes according to 
the priorities of the patron, in its domestic 
and foreign policies. Already disillusioned 
with Islamabad’s prevarication on the 
Kashmir issue (with its policy of treating the 
Kashmiris m PoK as second class citizens), 
even llic pro-Pak elements in the Hurriyat 
(which is a conglomeration of all the mili¬ 
tant groups) arc now veering round to the 
view which supports a dialogue with the 
centre. 

The configuration of the dispositions in 
Islamabad and Srinagar appeal s to augur 
well for an immediate end to the violence 
in Kashmir. It is up to New Delhi to take 
the initiative and seriously test the waters. 


Call for Papers 


Papers are invited from Social Scientists for a 3-day National 
Seminar on “Industrialisation in India: Capital Formation and 
Cultural Adjustment” to be organised by the Indian School of 
Social Sciences, Calcutta, 66, Acharya Prafulla Chandra Road, 
Calcutta-700 009, in the last week of April or first week of 
May, 1997. Papers should deal on one of the following themes: 
(1) Political dimension of capital formation; (2) Political economy 
of capital formation; (3) Impact of capital formation on culture. 
Synopsis of a paper consisting not more than five hundred words 
should be sent in advance - positively before 15th March, 1997 
and the paper should reach our office before 15th April, 1997. 
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OF LIFE, LETTERS AND POLITICS 


A Chinese Reading of China’s History 

GPD 


It is quite often forgotten that Deng Xiaoping was one of those who 
had made the 1949 revolution in China. He did not suddenly rise on 
the Chinese horizon in December 1978. The famous third plenum of 
that month did not discover him. He was there. He had made a 
revolution. Now he was out to unmake it. 


WHEN it comes to the orient generally and 
toChina particularly, there are cliches galore. 
Deng Xiaoping's death on February 19 has 
given yet another opportunity to use them 
all. From the la.st Emperor to Kissinger's 
‘Nasty Short Man’, practically everything 
has been used. The Times also speculated 
on the adverbial phra.se ‘when Deng dies...' 
The meanings and the non-meanings. Derrida 
does not write on Asian men, otherwise he 
would have punned something out of thi.s 
'State of the Lie and the Lie of the State’. 
After all the Chinese have announced that 
Deng Xiaoping's body will not ‘lie in state' 
- not a very different pun from Derrida's 
‘err-or’. Isn't that .so? Deng Xiaoping is 
dead. It .seems that since 1949 meteorites 
have hit China five times. To match these 
meteorites, five deaths have struck China 
too. After Mao 21cdong, Liu Shaoqi, Zhou 
Enlai and Zhu De. It is now '.he fifth most 
important death in the history of the Chinese 
Communist Party. Five very different men. 
Five most important men in modem China's 
history. 

This short man (five feet or a shade tallcri 
has had more than one 'avatara'. He was 
purged thrice. And thrice did he sprang back 
to life. His earliest purge was in the 19.30s. 
He did not only lose his position then, his 
second marriage broke as a consequence of 
the bad patch in his political career. Some 
thought that Deng was a remarkably 
humourless man. Some others found his 
laughter meaningless. Everyone seems to 
suggest that he was not the man for humour, 
laughter on mirth. But then the China of the 
early 20th century had very little to laugh 
about. Humour and war do not go together. 
Do they? Readers' Digest style ‘humour in 
uniform' is possible perhaps when, like for 
the Americans, the business of war is a tew 
continents away. For the Chinese and most 
of the Asians this has not been so. For Deng 
and several like him it is a dual battle, one 
within the party and the other without. In the 
case of Deng there was a battle on the domestic 
front too. 

This enigmatic man was bom in western 
Szechuan in 1904, son of a landlord and his 
concubine. Prince Sihanouk of Cambodia 
had once told Zhou Enlai that all Cambodian 
students who went to Paris came back as 


communists. This was certainly true of Deng 
Xiaoping. He joined the CLP while in Paris 
in 1924 within three years of its foundation. 
Zhou Enlai brought him to the Communist 
Party. A long innings of stmggle began. One 
should recount this because it is quite often 
forgotten that he was one of those who made 
the 1949 revolution in China possible. He 
did not suddenly ri.se on the Clune,se horizon 
in December 1978. The famous third plenum 
of that month did not discover a man called 
Deng Xiaoping. He was there. He hud made 
a revolution. Now he was out to unmake tt. 

The problem was and is the Stalinist legacy. 
Many believed that Mao Zedong was 
different. He did nut inherit that legacy. Did 
he not? Well, yes and no. In some fundamental 
ways he could not shake it off. There were 
no alternatives to some form of Stalinism. 
Rosa Luxemburg was dead even bcfoic the 
rise of Stalinism. The Fourth International 
went the way of Marxology rather than 
Marxism alterTrotsky. Mao tried to fashion 
an alternative m the pastoral idealism of the 
Cultural Revolution. Like all idcali.sms, his 
alternative ttui attracted hordes and hordes 
of young people. The student struggles of 
Paris of the l.itc 19r)0s are celebrated. The 
Chinese students of the Cultural Revolution 
are now uniformly condemned. The difficulty 
perhaps is that historians usually have names 
like Smith and Wilson. If in the 1960s they 
had had names like Huang and Zhang the 
verdict might have been different. 

But they were not. Two failures were 
Judged differently. Both had similar results. 
Con.solidation of expansionist capitalism in 
Europe and return to capitalisn* in China. 
Deng presided over and, indeed, organised 
this return. It was not even a return. China's 
capitalism was about the lca.st developed 
capitalism in Asia. Its middle classes were 
a small, barely articulate social group. (This 
was different in India.) Deng knew a way 
out or thought he did. Stalinist piilitical struc¬ 
ture and corporate capitalism could be 
married. That was the way out. 

Many people thought and still do that this 
marriage cannot work. Deng demonstrated 
that in early capitalism only this marriage 
works. The east Asian economies have shown 
that. But perhaps more importantly Stalinism 
had reduced socialism to the ratios of 


investment and production, technology and 
distribution. Therefore the shift was not 
difficult. The Chinese experiment could still, 
be called socialism. Deng Xiaoping became 
a Stalinist with a vengeance. Mao Zedong 
was a reluctant Stalinist. Deng was or became 
an enthusiastic Stalinist. He was also clever 
enough to see that Stalin is not a popular 
name. The western mind equates Stalin and 
Hitler. It is not history's verdict but historians* 
verdict. So do not talk about him (or even 
Lenin for that matter). Talk instead of 
‘socialism’ withChinesecharacteristics.This 
was his version of socialism in one country. 
Whatever it was, he pushed it with relentless 
zeal. And nearly succeeded. One says nearly 
because in the present euphoria of 
globalisation and liberalisation it is near- 
impossible to argue that there may not be 
light at the end of the tunnel. The Stalins of 
capitalism arc even mure ruthless! 

Be that as it may, Deng seems to have 
understoiKl it very well. On Deng's death 
Gorbachev’s comment was that his. 
(Gorbachev’s) fate was the same as Deng 
Xiaoping’s. Nothing could he more arrogant 
and nothing more removed from reality. 
Russia IS in dire straits. Gorbachev is reduced 
to visiting professorships. Deng and hisChina 
are in a different hi.sturiciil .stage. It does not 
take much to see that. But lately the Russians 
do not see anything very clearly. 

This quality oi Deng's China has made 
many admirers ol China turn around and see 
great virtues m the post-1978 experimentation 
in China. They would grant to Deng and his 
men the credit which they would never do 
to. shall we say, the Narasimha Raos of India 
or various South Korean presidents, whether 
within jails or without. It is difficult to see 
why. But it is also Deng's achievement to 
have turned a corrupt transition to capitalism 
into an awe-inspiring spectacle with no less 
awe-inspiring rales of growth. A man without 
a vision, maybe adark vision, cannot achieve 
that. 

Deng was no emperor. Was no Henry 
Puyi, the Last Emperor, who was removed 
by the Republicans in 1912. One has to say 
this because this imagery has been trade so 
popular that Harri.son Salisbury really 
believed it when he was told that Deng might 
be yet another Pu Yi. We live in days and 
times when the east would probably be never 
known. A cliche in the west and a metaphor 
in the east can easily be confused. Asians 
need empires and emperors, monarchs and 
monarchies, so goes the western myth 
although there are more monarchs and kings 
in Europe than in the whole of Asia put 
together. And Yeltsin is toying with the idea 
of bringing the Romanovs back in Moscow. 
Deng fought this stereotype of the east. But 
failed. Little did he realise that the west has 
technology and, mOre importantly, it has a 
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monopoty of ideas. In an alleged age of *the 
end of history’ they issue the historical 
judgments. 

That was and still is the problem between 
the US and China. The Americans and the 
^westerners generally have decided that they 
shall be the arbiters of idea-s and concepts. 
What is liberalism? What are human rights? 
They will decide. If the Chinese or any other 
people argue that the break-up of existing 
stateslunsatisfactory amalgamations though 
they might be) leads to more killings than 
their survival would, as the partition of India 
continues to demonstrate to date, they are 
scoffed at. The almost fanatical insistence 


COMPANIES 

DCL POLYESTERS 

1.4>wer Margins 

DCL POLYESTERS is engaged in the 
manufacture of pol yestcr ti lament yam (PFY) 
and polyester chips. The major raw material 
consumed hy the company includes purified 
terephthalic acid (PTA). dimethyl 
tcrephthalate (DMT), mono ethylene, glycol 
and polyester chips. The rationalisation of 
excise duty on polyester oriented yam (POY ) 
and processed yam and customs duty on 
import of PT A and DMT in the Union B udget 
for I99S-96 proved inadequate against the 
abnormal increase in the CIF value of these 
raw materials. Over the past two years, theCIF 
value of PTA and DMT has risen three limes. 

In 1993-96 the company’s profitability 
fell drastically mainly due to the constantly 
escalating price of raw materials from around 
Rs 57,000 per tonne to Rs 76,500 per tonne. 
The shortage of raw material added fuel to 
fire, forcing the company to import its 
requirements at very high costs from global 
spot markets. 

While net .sales rose by 25.1 per cent over 
1994-95, following the operational effect of 
four addittonal spinning lines, operating profit 
fell by 10.6 per cent over the same period 
due to a sharp increase in operating expenses. 
Steep increases in interest cost (up 66.8 per 
cent) and depreciation provision (up 36 per 
cent) did not help matters and consequently 
net profit plunged by 76.5 per cent. 

The company's attempt to cut costs led to 
a month’s loss of production when it switched 
over to the use of DMT in May 1995 and 
then re-switched to PTA in December 1995 
after prices of the latter first rose and then 
fell. This management strategy also led to 
extra costs in the form of process charges. 

'The company's exports too fell drastically 
by 72 per cent while imports declined by 10 
per cent over the same period. 

Disheartened by its poor performance, 
DCL Polyesters decided to plough back its 


on the integrity and integration of China 
within China springs from a certain reading 
of Asian and Chinese history. Whether it is 
Mao or Deng, the Chinese leadership has 
believed that the problem between tlw US 
and the west on the one hand and China on 
theother is about the legitimacy of the Chinese 
reading of history. Deng rejected the inter¬ 
nationalism of capitalism in this limited 
but important sphere. A westernised or a 
chauvinist Indian cannot understand this. 
Deng has bequeathed this legacy. He 
defended a Chinese reading of China’s 
history. Few statesmen can clainr to have 
done that. 


entire net profit and did not declare any 
dividend for 1995-96. 

In 1996-97 the state of the industry 
continues to remain depressing with rising 
cost of production and falling domestic price 
realisations. However, the company has tied 
up its raw material requirement by balanced 
procurement methods between import and 
indigenous sources in addition to taking steps 
to ensure regular supply. 

The industry is reeling under excess 
capacity which rose from about 3,(X),(X)0 
tonnes in March 1994 to around 4,50.000 
tonnes in March 1996. Exports, too. remain 
unviabic with the recession in the inter¬ 
national market continuing. 

The company has received pcrmi.ssion lor 
the scheme for acquisition of the yarn 
processing divisions of Deccan Polypacks at 
Nagpur and in Andhra Pradesh. Conse¬ 
quently, with effect from March 1.1995 all 
the assets and liabi litics of the above divisions 
have been transferred to the company. In 
consideration, the company allotted and 
issued 16,62,500 equity shares to the 
shareholders of Deccan Polypacks at an 
aggregate fair value of Rs 6.1 crorc taking 
the farmer’s equity capital to Rs 64.7 crore. 
DCL Polyesters is considcri ng di versi ficat ton 
and has alieady selected some areas, e g, 
electricity, telecommunications, infra-struc¬ 
ture development, steel.chcmicals.fertilisers 
and pesticides. 

Meanwhile, the company’s stock quotes 
at around Rs 9 di.scounting its 1995-96 
earnings per share by eight times. 

FINOLEX INDU.STRIES 

Higher Capacity Utilisation 

Finolex Industries, a company belonging 'o 
the Finolex group, is engaged in the manu¬ 
facture of polyvinyl chloride (PVC). PVC 
pipes andPVC fittings. Thccompany’s main 
raw materials include ^hylene and EDC of 
which it imports approximately 90 percent. 


F^w analysts can understand it either. Not 
because they cannot, but because the west 
is so lost in its view of history since Hegel's 
days that it has little time for anything else 
So it has to deal in cliches when it comes 
to the non-western world. 

Back to cliches, one was struck by the 
fact that on one day (Friday, February 21, 
two days after Deng's death) two national 
newspapers published articles on 
‘manipulators'. For one, Deng Xiaoping 
was the ‘manipulator*. For the other 
Charles Sobhraj (a cnminal with a French 
passport) was the ‘manipulator’. Cliches 
galore! 


EFW Research Foundation 

Consequently, imports account for a signi¬ 
ficant part ofPinolex Industry's input cost. 
In 1995-96 the company saw an 18.1 percent 
rise in net sales and value of production. 
While manufacturing expenses increa.sed by 
21.9 per cent over 1994-95. operating profit 
improved by 16.4 per cent over the same 
period. Net profit increa.sed by a lower 
10.1 per cent. 

With the commissioning of the company’s 
PVC plant in 1994-95, the plant saw its first 
full year of production in 1995-96. Conse¬ 
quently, production of PVC improved from 
85,840 tonnes to 1,06,506 tonnes while that 
of PVC pipes rose from 20,994 tonnes to 
21,758 tonnes. Sale volume of PVC and 
PVC pipes also improved from 63,679tonnes 
and 20,281 tonnes to82,269tonnes and 21.792 
tonnes, representing increases of 29.2 per 
cent and 7.5 percent over the previous year. 

For the first five months of the current 
year, the company recorded a 12 per cent 
nse in revenues from Rs 199 crore to Rs 223 
crore. PVC sales improved by 20 per cent 
over the corresponding period last year and 
accounted for Rs 177 crore of turnover. The 
company has targeted a year-end turnover 
of Rs 600 crore in 1996-97. 

Meanwhile, the company is planning to 
partly lease out its Ratnagiri jetty to Bharat 
Petroleum Corporation (BPCL) and Bharat 
Shell. 

The company's share price currently rules 
at around Rs 13 on the Bombay Stock 
Exchange discounting its 1995-96 earnings 
per share by 5.3 times. 

MYSORE CEMENTS 

Infrastructure Problems 

A part of the S K Birla group of companies, 
Mysore Cements, notched an impressivc61.7 
per cent increase in net profit for 1995-96. 
While net sales improved by 9.5 per cent and 
value of production increa^ by 14 per cent 
over 19^95, a lower increase in operating 
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(RsUMi) 


^ ^ DCLPolyMten Flnoin Industries Mjrsore Cements 

Grawth end Financial 


Indlcalott/Year Ending ] 

March 

March 

March 

March 

March 

March 

Incomcrappropiiallom 

1996 

1995 

1996 

1995 

1996 

1995 

1 Net soles 

28617 

22878 

377% 

.32011 

32147 

29366 

2 Value of production 

26430 

24454 

38788 

32849 

32770 

28747 

3 Other income 

671 

461 

798 

537 

602 

.310 

4 Total income 

5 Raw materials/Stores and 

27101 

24915 

39586 

.33386 

3.3372 

29057 

spores consumed 

16617 

14028 

17315 

14082 

8940 

7805 

6 Other manufacturing expenses 

2291 

2511 

.5086 

4299 

11709 

10138 

7 Remuneration to employees 

542 

.383 

873 

728 

1828 

1525 

8 Other expenses 

2440 

2165 

3393 

3177 

4732 

5457 

9 Operating profit 

5211 

5828 

12919 

11100 

6163 

41.32 

10 Interest 

3012 

1806 

4833 

4827 

12% 

975 

11 Grosi profit 

2234 

4198 

6893 

6286 

4541 

3151 

12 Depreciation 

1509 

1110 

3246 

2949 

13.59 

118.3 

13 Pn^it before tax 

725 

3088 

.3641 

3.331 

3182 

1%8 

14 Tax provision 

- 

- 

- 

- 

- 

- 

l.S Profit uper tax 

725 

3088 

3641 

3.331 

3182 

I%8 

16 Dividends 

- 

945 

1476 

1.392 

1209 

940 

17 Retained profit 

Liabililles/avicts 

725 

214? 

2165 

1939 

197.3 

1028 

18 Paid-up capital 

6469 

6303 

14711 

14701 

6719 

6.591 

19 Reserves and surplus 

10227 

9080 

2.5625 

2.3511 

30995 

28488 

20 Long term toons 

16937 

18895 

29424 

29892 

II6I2 

11484 

21 Short lenn loans 

2939 

18.57 

6617 

6385 

1412 

- 

22 Of which bonk borrowings 

2939 

1857 

4867 

6252 

1412 

- 

23 Cross fixed assets 

32230 

29976 

67.375 

62988 

62.330 

58849 

24 Accumulated depreciation 

8245 

67.39 

7087 

.3859 

2.52.54 

2.3090 

2.3 Inventories 

6552 

11298 

10239 

.5901 

4964 

3826 

26 Total assets/liabilities 
Mbccllancous items 

39388 

42003 

9.3726 

84040 

.57160 

52169 

27 Excise duly 

14282 

1.3.314 

10243 

7483 

6467 

6238 

28 Gross value added 

5258 

6242 

10882 

11755 

7070 

5578 

29 Total foreign exchange income 

686 

2446 

2580 

3868 

- 

3 

30 Total foreign exchange outgo 3733 

Key financial and pcrfoimance ratios 

31 Turnover riUio 

4010 

18.547 

10257 

1229 

67 

(sales to total assets) (%) 

72.65 

.54 47 

40.33 

.38.09 

.56.24 

56.29 

.32 Soles to total net assets (%) 

.33 Cross value added to 

78 25 

6.3.31 

49.49 

42.97 

6.3 36 

63 07 

gross fixed assets (%) 

34 Return on investment 

16 31 

20.82 

16.15 

18.66 

11.34 

9.48 

(gross profit to total as.sets) (%) 

.35 Gross profit to soles 

5.67 

9 99 

7.-35 

7.48 

7.94 

6.04 

(gross margin) (%) 

781 

18.35 

18.24 

19.64 

14.13 

10.73 

.36 Operating profit to sales {%) 

18.21 

25.47 

.34.18 

.34.68 

19.17 

14.07 

37 Profit before tax to sales (%) 

2 53 

13.50 

9.6.3 

1041 

9.90 

6.70 

38 Tax provision to profit before tax (%) 

39 Profit alter tax to net worth 

- 

- 

— 

- 

- 

- 

(return on equity) (%) 

4..34 

20.07 

9.03 

8.72 

8.44 

5 61 

40 Dividend (9i) 

- 

15.00 

10.00 

10.00 

20.00 

20.00 

41 Earning per share (Rs) 

1 12 

4.90 

2.48 

2.27 

6.09 

4.31 

42 Book value per shore (Rs) 

43 P/E ratio (based on latest and 

25 81 

24.41 

27.42 

25 99 

75.68 

74.15 

corresponding last year’s price) 

44 Debt-equity ratio 

8 0.3 

— 

5.25 

12.80 

2.96 

9.27 

(adjusted for revaluation) (%) 

45 Shon term bank borrowings 

101 44 

122.8.3 

72.95 

78 2.3 

30.79 

32.74 

to inventories (%) 

46 Sundry creditors to 

44 86 

16.44 

47..5.3 

105.95 

28.44 


sundry debtors (%) 

47 Total remuneration to employees 

.53.26 

12.3.18 

68.67 

2076 

180.04 

238.0.3 

to gross value added (%) 

48 Total remuneration to employees 

10.31 

6.14 

8.02 

6.19 

25.86 

27..34 

to value of production (%) 

2.05 

1.57 

2.25 

2.22 

5..58 

5.30 

49 Gross fixed assets formation (%) 

7.52 

3-3.02 

6% 

-1.25 

5.92 

5.23 

50 Growth in inventories (%) 

-42.01 

I9I..34 

73.51 

14.81 

29.74 

-6.57 


- means not availabir. 


expenses led to a spint of 49.2 per cent in 
opetating profit forthesame period. Although 
interest charges were higher by 32.9 per cent 
and depreciation provision incteasedby 14.9 
per cent, the company profitability and 
bottomline improved significantly. Dnpite 
the improved performance, the company 
maintained the dividend rate at 20 per cent. 

The company had to contend with 
persisting problems in the three major areas 
of infrastructure support, namely, trans¬ 
portation, coal supplies and power. On the 
transportationfront,theavailability of railway 
wagons for movement of clinko’ and cement 
from Damoh and Jhansi to onward desti¬ 
nations further deteriorated during the year 
compelling the company to adopt the costly 
route of road transport. Supply of coal 
remained restricted despite a 20 per cent 
increase in its price and supplies got further 
reduced due to non-availability of coal at the 
pit-heads and shortage of wagons. The 
company had to resort to open market 
purchases resulting in increased cost of 
manufacture. To take care of the pour power 
situation, the company is installing an 
additional 5.4 MW Wartsiladie.sel generator 
(DG) set and also replacing the engines of 
the existing two DG sets. Also, a 15 MW 
turbine is proposed to be installed at the 
clinkerisation plant in addition to two 
3.5 MW DG sets. 

Despite the constraints, the company 
managed to produce 18,53.731 tonnes of 
cement which was only marginally lower 
than last year’s production of 18,79,230 
tonnes. Sale volume too was lower at 
18,35,180 tonnes against 18,85,542 tonnes, 
representing a fall of 2.7 per cent. The 
company's capacity utilisation which stands 
at 88.48 per cent compares favourably with 
the industry average of 81.86 per cent. In 
fact the industry average was lower by 3.57 
per cent over the previous year due to the 
infrastructural constraints. 

The company’s earnings per share 
improved from Rs 4.3 to Rs 6.1 during the 
period under review while its book value 
increased only marginally from Rs 74.2 per 
share to Rs 75.7 per share mainly due to the 
higher equity capital. During the year under 
review, of the 1.10,00,000 equity warrants 
allotted in the previous year, the option to 
subscribe for equity shares was exercised 
against 27,75,000 warrants taking the 
company's total equity capital to Rs 47.2 
crore. 

Follow up action in respect of prospecting 
and mining lease, etc, has been initiated for 
the company's new cement project. The 
project, which will have a capacity of 1.5 
mn tonnes per annum, will be set up in 
Gulbarga distnet of Karnataka. 

The company's share quotes at around' 
Rs 18 discounting its 1995-96 earnings per 
share by three times. 


438 


Economic and Political Weekly March 1-8^ 1997 



CURRENT STATXSTf CS EPW Research Foundation 

Ha anmial rite in the wholewte price index hm lonched t per cent, with icuie pressure on prices of primary wiicla. Despite moderate increases in adjusted 
primary money, M. growth has been accelerating and threatening to cross the target of 15.5 to 16 per cent set for 1996-97. Growth of scheduled commereiol 
biOks' deposits is also likely toexceedthe working estimate ofRs68.000crore(l6 percent) forthe year. RBI’s foreign exchai^e assets have gone up by over 
Ra 11.000 crare since March 1996, but the ’hawala' rate for the dollar has been firming up. having touched Rs 39.60 against the official rate of about Rs 35.85. 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82 3 100) 

All Commodities 
Primary Articles 
Food Articles 
Non-Pood Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Pbod index (computed) 

Ail Commodities (Average Basis) 
(April 6-Ftf)ruary 8. IW7) 

Cost of Living Indices 


Weights 


_ Vanation (Per Cent): Point-to-Pomt 

Over 12 Months Fiscal Year So Far 1995-96 199' 
Latest Previous l9%-97 1995-96 
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Variation (Per Cent): Point-to-Point 
Over 12 Months Fiscal Year So far 1995-96 1994- 
Uiest Previous 1996-97 1995-96 


Industrial Workers (1982=100) 350” 

Urban Non-Man Emp (1984-85=100) (for 1995-96) 263^ 
Agri Lab (1986-87=100) (Link factor 5.89) 263” 


Variation 


Money and Banking (Rs crore)* 

Money Supply (M,) 

Currency with Public 
D^sits with Bonks 
Net Bank Credit to Govt 
Bank Credit to Coinmi Sector 
Net Foreign Exchange Assets 
Reserve Money (Feb 14) 

Net RBI Credit to Centre (Feb 14) 

Ad hoc Treasury Bills (Fbb 14) 
Scheduled Commercial Banks (Feb 14) 
Deposits 
Advances 

Non-Food Advances 
Investments 


Jan3i, 

1997 Over Month 


Fiscal Year so far 


671667 

128706 

538464 

283716 

361279 

88%2 

191997 

126605 

32.525 

482648 

266991 

258826 

1871.33 


7882(1.2) 

- 212 (- 0 . 2 ) 

9101(1.7) 

-2812(-I.O) 

4881(1.4) 

431(0..5) 

3232(1.7) 

-7.229(-1.8) 

-680(2.1) 


69831(116) 

10545(8.9) 

.58129(12.1) 

26.306(10.2) 

20377(6.0) 

11805(1.5.3) 

2340(-l.2) 

7837(6.6) 

3080 


46477(8.7) 

1.5.562(15.5) 

29207(6.8) 

28259(12.7) 

36460(12.5) 

474(0.6) 

13637(8.1) 

17263(17.5) 

9090 


1995-96 

70410(1.3.2) 
17480(17.4) 
52973(12.4) 
34991 (15.7) 
48179(16.5) 
-628 (-0.8) 
250.54 (14.8) 
198.55 (20.1) 
5%5 


1994-95 

79241 (17.5) 
18698 (22.8) 
.5%85(I6.2) 
16328 (7.9) 
48059(19.6) 
25159(47.8) 
30611 (22.1) 
2130(2.2) 
17.50 


* Based on March 31 figures, except 

Index Numbers of industrial Weights Oct 
Produc(ion(l9gO-8l=IOO) 1996 


710.3(1.5) 48829(11.3) 26003(6.7) 46961 (12.1) .53629(16.1) 

1465(0.6) I2976(.5.l) 32795(1.5.5) 42455(20.1) 40638(23.8) 

2002(0,8) 14602(6.0) .34197(17.2) 44938(22 5) .37798(23.4) 

-517(-0..3) 22.3.50(13.6) 11322(76) 15529(10.4) 14171(10.5) 

for 1995-% (full year) and l9%-97 where the banking data relate to March 29, 


1993-94 

73307(19.3) 
14170(20.9) 
57925(18.7) 
28855(16.3) 
17161 (7.5) 
27674 (110.9) 
27892 (25.2) 
260(0.3) 
6.300 

.52144(18.6) 
11566 (7.3) 
8875 (5.8) 
28641(26.9) 
1996. 


Fiscal Year So Far 
l9%-97 1995% 


_ Fiscal Year Averages _ 

1995 % 1994-95 199.3-94 1992-93 1991-92 


General Index 100.00 

Mining and (Juarrying 11.46 

Manufuturing 77.11 

Bectricity 11.43 

Capital Market 

BSE Sensitive Index (1978-79=100) 
BSE-lOO (1983-84=100) 

BSB-200 (1989-90=100) 

NSE-50 (Nov 3. 1995=1000) 

Skindia GDR Index (Apr IS, 1994=100) 


301.3 291.2(9.8) 265.3(11.7) 283.3(11.9) 253.7(9.4) 232.0(6.0) 218.9(2 3) 213.9(0.6) 212.6(8.2) 

263.7 247.9(1.7) 243.8(9.8) 266.4(7.0) 248.8(7.5) 231 .5(3.5) 223.7(06) 222.5(0.6) 221.2(4.5) 

298.6 289.7(12.3) 2.58.4(12.3) 277.3(13.0) 245.4(9.8) 223..5(6.1) 2I0.7(2.2)206.2(-0.8) 207.8(9.0) 

357.1 .345.0(3 4) 333.7(11.1) .340.3(8.2) 314.6(8.5) 290.0(7.4) 269.9(5.0) 2.57.0(8.5) 236.8(7.8) 


Mar 6, Month 
1997 Ago 

3876(13.2) 3403 
1683(6.9) 1488 
374(6.9) 3.30 
1127 %8 
75.8(-.37) 68.4 


Year l9%-9- 
Ago Trougl 

342.5(-'3.3) 2745 
l574(-7.7) 1217 


l9%-97 So Far 


1995-96 
'rough Pei 


End of Fiscal Year 


350(-l0.5) 

273 

413 

289 

385 

.345 (-6.3) 

- 

788 

11% 

- 

- 

na 

78.3(-0.9) 

51.6 

90.0 

61.62 

87.88 

78.53(07) 


3.367(3.3) 326l(-l.3.7) 
I549(~3.S) I606(-I2.2) 
.345 (-6.3) 368(-l8.2) 

na na 

78.53(07) 77.99 


Foreign Trade 


December 

19% 


Fiscal Year So For 


1995% 


Exports: Rs crore 9858 

US $ mn 2750 

Imports; Rscrore 1126.3 

USSmn 3142 

Non-POL US $mn 2115 

Balance ofTraderRs crore -1405 
US S mn -392 


9858 85623(13.9) 75181 (28.6) 106465(28.8) 

2750 24216(5.4) 22%7(23.3) 31831(20.9) 

126.3 97111 (11.5) 87071 (.34.4) 121647(35.2) 

3142 27465(3.3) 26600(28.9) 36370(26.9) 

2115 20432 (-.5..5) 21621 (3I..5) 28822(26.8) 

1405 -11488 -11890 -ISI82 

-392 -3249 -36.32 -4539 


26600(28.9) 
21621 (3I..5) 
-11890 
-36.32 


36370(26.9) 
28822 (26.8) 
-15182 
-4539 


1994-95 

82674(18.5) 
263.31 (18.4) 
89971 (23.1) 
286.54 (22.9) 
22727 (29.5) 
-7297 
-2.324 


1992-9.3 


3779(65.7) 

1830(79.2) 

4.50(92.3) 

na 

na 


1991-92 


69751 (29.9) 
222.38(20.0) 
7.3101 (15.3) 
2.3306 (6.5) 
175.52 01.2) 
-3350 
-1068 


53688(21.9) 44042 (3S..3) 
18537(3.8) 17866 (-1.5) 
63375(32.4) 47851 (10.8) 
21882(12.7) I94ll(-I9.4) 
15782(12.3) l4047(-22.2) 
-%86 -3809 

-3.345 -1545 



Feb2l, 

Feb23. 

Mar 31. 


Fweign Exchange Reserves 
(excluding gold) 

1997 

19% 

19% 

•rassis — 1 

Ago i 

Rs crore 

69530 

58194 

58726 

-1280 1 

USSmn 

19385 

16056 

17126 

-366 


Varimion Over 


10804 

-7783 

-7302 

18402 

27430 

5385 

2259 

-4779 

-3690 

5640 

8724 

731 


N»ur. (i) Superscript ttumenil denotes month to which ngure relates, e g. superscript 10 stands for October, (ti) Figures in brockeuare percentage 
variotions over the period specified or over the comparable period of the previous year, na = not available. 
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COMMENTARF 


Curbs on Public Interest Litigation 
UF Goyemment’s Evil Designs 

S PSathe 


The reasons advanced for the UF government’s proposed move to 
curb public interest litigation are altogether unconvincing. The real 
reason is the government’s anxiety to reassure members of the 
Congress Party and the Janata Dal that the government will put an 
end to judicial activism which has been causing many of them much 
embarrassment. It is not the courts which will be the poorer if they 
are divested of the power to entertain public interest litigation, but 
the people of India. 


THE United Front government proposes to 
. bring forward a constitutional amendment 
* bill to curb the facility of public interest 
litigation by making high deposits as a 
condition precedent to the filing of such 
petitions. The reason being given is that PIL 
has been abused by some litigation crazy 
people and that the courts have overreached 
themselves by entertaining matters whih 
clearly fall beyond their judicial function. 
We doubt whether these are the real reasons. 
If these are the real reasons, remedies other 
than curbing that facility could be explored. 
But wc strongly suspect that the real i mention 
behind such legislation is to rea.ssuie the 
Congress Party members and also the 
members of the Janata Dal that the 
government would legislate to stop judicial 
activism which is causing some of them 
. much embarrassment. The law minister is 
' a lawyer and he must know that such a bill, 
if ever made a law. would be struck down 
by the courts. Further, he must also know 
that the chances of such a legislation being 
passed in the present circumstances are 
minimal. Not only will the BJP oppose it. 
but I am sure even the Left parties will 
oppose it. Various social action groups 
sharing the Leftist ideology have been die 
beneficiaries of the PIL and any curbing of 
it would worsen the position of the 
downtrodden people. 

Judicial activism means judicial 
interpretation of the text of the law or the 
Constitution in such a way as to expand the 
powers of the people. Powers of tlw people 
are expanded when their tights are enlarged 
and facilities forseeking justice are increased. 
Judicial activism is not judicial usurpation 
of the power of the other organs of 
government. In England, when the welfare 
state emerged, the courts adapted the policy 
of judicial restraint for along time. Increased 
state intervention on behalf of the 


disadvantaged sections of society was 
considered legitimate and the courts did not 
want to embarrass the executive. But after 
the welfare state had settled down, the 
possibility of the executive riding roughshod 
over the people's rights, became more 
imminent. Since the early 1960s. the courts 
in England started examining the actions of 
the executive with greater jealousy. Ridge 
V Baldwin (1964) AC 40 was a decision 
where the House of Lords held that the 
principles of natural justice were applicable 
where an executive act resulted in an adverse 
effect on somebody's intere.st. In .sub.sequcnt 
years, the courts in England have developed 
various rules for examining the exercise of 
discretionary power by the executive 
[Padficld v Minister of Agnculture, Fisheries 
and Food (1968) AC 997]. Judicial activism 
is not entirely of Indian origin. The English 
courts have been activist for the last three 
decades, England has had a well developed 
body of administrative law entirely through 
the efforts of the courts. They have even 
libcrali.sed the rules of loci4s standi and 
permitted the usa of writ jurisdiction for 
combating various types of abuses of power, 
which included action as well as inaction. 
Formerly, a public interest petition could be 
filed only by the attorney general on the 
request of a public-spirited citizen. This was 
known as Relator suit. However, in recent 
years, the courts havcallowed public-spirited 
citizens to come to court on their own. To 
that extent the rules of locus standi have been 
liberalised there also [Wade and Forsyth, 
1994]. Many innovations which our courts 
have made in India through PIL were also 
made by English courts while reviewing the 
acts of the administration. 

Since the courts in India have the power 
of judicial review of not only the acts of the 
executive but also of the legislature, the 
scope of judicial power in India is bound to 


be greater as compared to that in England. 
The makers of the Indian Constitution made 
the provisions for judicial review with great 
meticulousncss. They took care to ensure 
that the courts in India while issuing writs 
were not unduly constrained by the 
technicalities which had been the part of the 
English law of writs. Some such technicalities 
were removed from English law by legislation 
enacted in the 1970s. llic courts tn India 
were less inhibited bccau.se the Constitution 
used the words “in the nature of before 
mentioning the writs .such as habeas corpus, 
certiorari, mandamus, prohibition and quo 
warranto. The Supreme Court in one of its 
earliest decisions had observed that the 
above words liberated the courts in India 
from the technical restrictions associated 
with those writs in England ]T C Basappa 
V T Nagappa AIR 1954 SC 440]. The anxiety 
and endeavour of the courts has been to 
remedy the injustice brought to their notice 
and not to deny relief to the petitioner on 
technical grounds. Judicial activi.sm was 
therefore inherent in the very nature of the 
writ jurisdiction conferred on the high courts 
and the Supreme Court by the Constitution. 

Therefore while referring to Article 32, 

B R Ambedkar’said: 

If I was asked to name any particular 
article in the Constitution as the most 
important - an article without which this 
Constitution would be a nullity -1 could not 
refer to any other article except this one. It 
is the very soul of the Constitution and the 
very heart of it (7 C A D. pp 9.50-53; Rao 
1968:311]. 

The growth of the present judicial activism, 
which is not only processual hut also 
substantive, can be traced to the end of the 
emergency of 1975. Alter the emergency, 
the Supreme Court reinterpreted the scope 
of Article 21 of the Constitution which says 
that no person shall be deprived of his life 
or personal liberty except according to the 
procedure eittablished by law. By giving 
expansive meanings to the words 'life and 
personal liberty’ in that article, the court 
articulated so many aspects of lifeandliberty 
such as the right to privacy, the right to live 
with dignity, the right to fresh air or drinking 
water or the right to shelter and the right to 
education. Through adynamic interpretation 
of the words ‘procedure established by law' 
the court articulated so many processual rights 
such as the right to legal aid, the right to a 
speedier trial, the right to humane treatmertt 
of prison inmates, etc. 

The most significant contribution of the 
Court has been to recognise that (here were;, 
several disadvantaged people who had neither 
the will northcresourcesforseekingiedressal 
of their grievances. On their behalf some- 
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penonorasodal action organisation itupired 
by public interest could come to the court 
and seek redress. The court liberalised the 
rules of locus sumdi so as to facilitate access 
to justice for the socially and economically 
disadvantaged sections of society. Normally, 
a person who petitions the court has to prove 
tiw his own tight is at stake or that he has 
suffered some injury. No one can invite the 
court to decide matters involving somebody 
eise’s right. But where the victims of social 
lyraimy or political oppression have neither 
the resources nor the will to fight for their 
rights, such a rule of locus standi makes 
justice and their fundamental rights illusory. 
The courts allowed in such situations a thi^ 
person inspired by public interest to 
vicariously raise issues pertaining to the rights 
of such unfortunate people. The courts also 
entertained petitions from representative 
bodies against threats to the independence 
of the judiciary or environmental degradation. 
This became known as public interest 
litigation. The judges even responded to the 
letters written by or on behalf of the victims 
of injustice. Justice Krishna Iyer responded 
to a letter written from the prison by an 
intrute complaining that another prison 
inmate in his neighbouring cell was being 
physically tortured by the authorities [Sunil 
Batra v Delhi Administration AIR 1978 SC 
I67S]. The court took up the question of 
undertrial prisoners when an article 
describing their plight was published in a 
newspaperjHussainara Khatoon v Bihar AIR 
1979 SC 1360]. This was an attempt of the 
court to reach the victims of injustice by 
liberalising and informalising the processual 
aspects of the justice delivery system. A 
number of public-spirited persons and 
organisations have reached the courts and 
have helped several persons or classes of 
persons who were in great distress and 
who could not have come to court on their 
own. 

PIL has made justice accessible to the 
small persons of India. Before the advent 
of ML. who went to court?They were mostly 
the landowners who wanted to oppose land 
reforms, industrialists who wanted to oppose 
nationalisation and higher castes who 
challenged reservation in favour of the 
backward classes. After the emergence of 
the PIL, the beneficiariesof judicial decisions 
have been bonded labour, unorganised labour, 
undertrial prisoners, prison intiuites, women 
in protective homes, children in remand 
homes, child labourm, street vendors and 
dam evictees. Through PIL, the court has 
promoted human rights, environmental 
justice, gender justice and social justice. 
Further, PIL has also gone into the area of 
good governance. Human freedom is 
meaningless unless there is good governance. 
Issues such as the independence of the 
judiciary, increasing the access to grievance 


redtessal, abuse of discretion in respect of 
distribution of largess were also the subject 
matters of PIL. 

We do not want to give a rosy picture of 
judicial review or PIL. It is not my claim 
that ML is faultless or that the courts are 
never wrong. One complaint which is often 
heard is that the courts give indiscriminate 
stay orders and injunctions and hold up 
important developmental works. The 
Supreme Court itself is not unaware of such 
an objection. Ithasclearty laiddown apolicy 
which will avoid such obstruction to 
development. In M P v M V Vyavasaya 
(1997) I see IS6,theSupremeCourtclearly 
advised the high courts to be slow in granting 
interim .stay or injunction which will have 
adverse effect on public revenue. In 
Ramniklal N Bhutta v Maharashtra (1997) 

1 sec 134, the Supreme Court said that 
where land had been acquired under the 
Land Acquisition Act for creating 
infra.struaural facilities for development, the 
court .should not quash such acquisition if 
justice could be rendered without doing so. 

There might have been some excesses ol 
actions on the part of the courts. At times 
they might have tread on the toes of the other 
organs of government. Such aberrations do 
take place everywhere and the best way to 
weed them out is to build a strong tradition 
of juristic critique of judicial decisions. 

It is .said that PIL is undertaken at the 
behest of the self-seekers who are interested 
in cheap publicity. Such a statement does 
injustice to those socially conscientious 
persons or organisations who have taken 
great pains for securing justice for the under 
privileged sections of society or for the people 
in general. Can it ever be said that persons 
like M C Mehta. H D Shouric or Swami 
Agnivesh were mere busybodies? Can it be 
said about organi.sations such as PUCL or 
PUDR or Bandhua Mukti Morcha? It cannot 
be denied that a few petitioners may be of 
that category. But such petitions can be 
weeded out if the courts apply stricter scrutiny 
at the threshold stage of admission. The 
Supreme Court has discouraged such 
petitions and they are often rejected. But 
even if we concede that some such petitions 
get admitted and cause some nuisance, it is 
asmall priceforthebiggainof greater access 
to justice which the people enjoy. 

What the government is contemplating to 
do is to throw the baby of PIL away with 
the bathwater of occasional excesses. Such 
a bill, whose successful passing itself is 
doubtful, is bound to get struck down by 
courts. The bill proposes to impose a deposit 
of Rs 50,000 on a petitioner who wishes to 
nie a petition in the high court and Rs I lakh 
on a petitioner who wants to file a petition 
in the Supreme Court. In case his claim is 
not sustained or found spurious, his deposit 
may be forfeited. Every petitioner therefore 


will have to niae a large amount of money 
before heembarks upon a PIL He vrill always 
havetobe prepared for the forfeiture of the 
amount in case a court finds that his claim 
was not sustainable. This will deter even 
genuine people from filingaPIL. This makes 
justice inaccessible to people who cannot 
raise such sums. This is totally against the 
spirit of the Constitution. 

The Supreme Court has held that judicial 
review wasabasic feature of theConstitution. 
In Keshavanand Bharati v Kerala. AIR 1973 
SC 1461, the Supreme Court struck down 
the last clause of Atticle31-Cwhichexcluded 
judicial review as being destructive of the 
basic structure of the Constitution. Article 
31-C inserted by the Constitution (Twenty- 
fifth Amendment) Act, 1971 provided that 
no law enacted for giving effect to any of 
the directive principles of state policy 
embodied in cl (0 or cl (g) of Article 39 shall 
be attacked in any court on the ground that 
it violated any of the fundamental rights 
guaranteed by Articles 14,19 and 31 of the 
Constitution. The last clause said that when 
the president of India gave a certificate that 
a law gave effect to the directive principles 
mentioned above, no court could examine 
whetherit really gaveeffect to such directive 
principles. This restriction on judicial review 
was held to be bad. The Constitution (Forty- 
Second Amendment) Act. 1976 amend^ 
Article 3 i -C and provided that no law giving 
effect to any of the directive principles of 
state policy contained in chapter IV of the 
Constitution would be open to judicial review 
on the ground that it was violative of the 
fundamental rights contained in Articles 14, 
19 and 31. The Supreme Court held in 
Minerva Mills v India [AIR 1980 SC 1789] 
that such omnibus protection to the laws 
resulting in exclusion of judicial review was 
against the basic structure of the Constitution. 
The Supreme Court has said on a number 
of occasions that judicial review and 
independence of the judiciary were part of 
the basic structure of the Constitution. 
Therefore any attempt to impose curbs on 
PIL is bound to be struck down because PIL 
has grown through interpretation of the 
provisions of the Constitution contained in 
Articles 226 and 32. 

The United Front government should 
refrain from undertaking any such exercise 
which will erode the powers of the courts. 
It is not the courts who would be poorer if 
they are divested of the power to entertain 
Pill It is the people of India who vrill really 
be impoverished. The bill seeks to take away 
their power and therefore it is anti-people. 
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INDIAN LANGUAGES NEWSPAPERS: 8 

Pui^abi: The ‘Subliminal Charge’ 

^obin Jdllrey 

When India became independent, the Gurmukhi script was confined to 
Sikh religious writing. It got a fresh lease of life when it was wedded 
to the demand for a separate stede of Punjab. Yet, Gurmukhi 
flourished as a newspaper language only when computers and offset 
presses made Gurmukhi newspapers fast and cheap to produce and 
more attractive to read. 

[Spreading across India after the end of the 'emergency' in 1977, 

. technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per-thousand people ratio 
doubled - from 15 daily newspapers per 1,000 people to 32 per 
1,000. Regular reading of something called ‘news’ both indicates and 
causes change. Expansion of competing newspapers clearly signals 
^ the vitality and growth of capitalism: newspapers have owners and 
owners must have advertisers. The changes of the past 20 years are 
obvious yet largely unstudied. The essays in this series on the press in 
the major Indian languages are part of a larger project to map. 
analyse and try to understand the transformation of the Indian 
languages newspaper industry. / 


THE growth of the Punjabi press in the 
Gurmukhi scnpl poses a scholar's delight - 
complexity compounded by subtlety, yet 
yielding remarkable insights. Those insights 
relate to the connections between the modem 
state, religious and spoken languages, the 
making of political identities and the spread 
ol capitali.sm. 

When the state of Punjab was created on 
November I, 1966 as a Punjabi-speaking 
A and Sikh-majority unit of India's federa- 
~ tion,' the largest daily newspaper written in 
(lie Gurmukhi script had a circulation of 
8,(XX) copies a day. All Gurmukhi dailies 
totalled 39.000, a f^all from the 69,000 they 
had claimed five years earlier.^ And the 
ratio of Gurmukhi dailies to speakers of the 
Punjabi language was no more than five 
dailies to 1,000 people, less than a third of 
the national ratio of 16:1,000 and less than 
a lOth of Malayalam. the nation's highest 
at 51:1,000.-' When the new state of 
Punjab was created, no Gurmukhi daily was 
large enough to merit a listing in the Press 
and Advertisers’ Year Book. The substantial 
daily newspapers published in the new state 
of ^njah were either in Hindi or Urdu.^ 

An immense change occurred in 25 years. 
By 1991. more than 6,50,000 newspapers in 
Gurmukhi circulated each day, and the ratio 
of Gurmukhi dailies to speakers of Punjabi 
was roughly 30:1,000 comparable to the 
figure for India as a whole. What had 
happened? 

Prakash Tandon in the 1960s elegantly 
described Punjab's complexity of language: 


Our language, Punjabi, has no scripi and 
hardly, until lately, any except religious 
liteiature. For centuries the Muslims had 
used Persian which die Sikhs continued as 
their court language. The Sikhs had evolved 
the Gurmukhi script for writing Punjabi by 
moditying the Sanskrit alphabet, but this 
they did to avoid the sacrilege of recording 
their holy book, the Granth Sahib, in Persian... 

The British brought Urdu...and English...By 
the age of ten I was learning English and 
Persian, my curriculum was in Urdu and I 
spoke Punjabi at home and outside... 

Hindi, in the Devanagori script, arrived later 
and was confined at the beginning to the 
brahmins and to our women...' 


Thus when India became independent in 
1947, the Gurmukhi script was confined 
almost entirely to Sikh religious writing; 
official coirespondence was carried on in 
Urdu or English; Punjabi when it was written 
for non-religious purposes (usually by non- 
Sikhs) used the Urdu script; and Hindus, 
especially women, identified themselves by 
using Devanagari script and the Hindi 
language. 

Printers and publishers recognised these 
realities: there was little money to be made 
in Gurmukhi printing. Typography in 
Gurmukhi was therefore rudimentary. Metal 
fonts for Gurmukhi appear to have t^n cast 
by missionaries in Bengal at the beginning 
of the 19th century and again by missionaries 
in Punjab 40 years later, but the experiment 
does not seem to have taken root, and 
“whatever was published in Gurmukhi had 
to be printed on litho presses” until the late 
19th century.* When the ‘new’ Punjab was 
createdin l966,Gurmukhitypewasavailable 
inonly one size-12-point. 'There was nothing 
larger or smaller; “and no types in italics are 
available”. Neither Linotype nor Monotype 
companies had developed a hot-metal 
mechanical typecastcr lor Gurmukhi; it 
could be set only by hand.^ In contrast, 
Bengali, the first of the Indian scripts to 
get hot-metal typecasting, had Linotype 
machines from 1935. 

The First Press Commis.sion in l954round 
that “the [two] leading papers advocating the 
Sikh cause are published in Urdu”, one of 
them recently acquired by Master Tara Singh 
(lKKS-1967), the protagonist of a separate 
Sikh state.* This observation highlights a 
key element in understanding languages, 
printing and politics; the langiiageonc speaks 
may be written in many ways, and the script 
will change to suit political conditions. The 
separate Sikh state - “Punjabi suba” - sought 
by Master Tara Singh and achieved in 1966, 
had to be justified not on the basis of having 
a Sikh majority but on the basis of having 
a majority of Punjabi-speakers. In post- 
I ndcpendcnce I ndia. seared by the experience 
of partition, demands for statehood based on 
religious majorities were regarded as illegi¬ 
timate; demands on the basis of language. 


Table: Puniab, Pumabi, Gurmukiu - Potiilatiun, Speakers and Newspapfrs, 1961-91 



1961 

1971 

1981 

1991 

Population (millions) 

11.1* 

13.6 

16.8 

20.3 

No of literates (millions) 

3.0* 

4.2 

6.8 

10.0 

Literacy (percentage of total population) 

27* 

33 

41 

49 

Urbanisation (percenuge) 

23* 

24 

28 

30 

Punjabi speakers (millions) 

14 2 

164 

18.6 

21.1 

Punjabi daily circulations ('000) 

(estimaied) 

69 

73 

231 

(estimated) 

654 

Punjabi dailies per ‘000 

Punjabi-speakers 

5 

5 

12 

31 


* For the new state of Punjab, formed November 1,1966. PAYB, I967-6S. cxiii-exv. 

Noter. The literacy figures ore based on total population numbers used in the PA YB for the relevani 
years. Punjabi doily circulations ore (hose of the Registrar for Newspapers of India (RNI), 
which fluctuate considerably. Punjabi speakers in 1971 and 1981 ore from the census. 
SitUisUcal Outline of India, l9Hlt-89, Tata Services. Bombay, 1988, p 45 and SOI. 1986-87. 
1988, p 45. The 1961 and 1991 figures are esiiinaies based on the increase between 1971 and 
1981. 
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nouu : MAmt Punjabi Dmlies, 1978^ 
(ABCCireulntionSn’OOOi) 



a - Jonuaiy'Junc 

—BH Ajit -^-/ag Bani -if-Punjabi Tribune 


however, were not. The Gurmukhi script 
became the symbol of a state in which Sikhs 
would be a majority.’ 

From 1966 onwards, Punjabi in the 
Gurmukhi script became both the chief 
language of instruction in schools and the 
basic language of administration throughout 
Punjab. For enterprising printers, orders for 
textbooks and government stationery were 
now assured. Investment in Gurmukhi 
printing equipment began to make sense. By 
the late I970j, as the “green revolution” 
brought growing prosperity and some leisure 
to many families in rural Punjab, the number 
of students in Punjab's high schools grew 
to nearly a million, each one a consumer of 
textbooks, a market forGurmukhi printing. 

Astute publishers foresaw opportunities. 
Lala Jagat Narain (1899-1981), the founder 
of the Hind Samachar group, came to 
Jalandhar asarefugee from Lahore andstaned 
an Urdu daily. Hind Samachar, in 1948. 
Urdu thtm was the language of the salaried 
uiban men of Punjab, the people who could 
afford the time and money for a newspaper. 


But Urdu in independent India lacked 
government support. IntheschoolsofPunjab, 
Devanagari and Gurmukhi became the 
languages and scripts of instruction. Urdu 
could be depicted as somehow an “enemy” 
language, a language that had fostered 
partition and Paki.stan. In 1965, Jagat Narain 
founded Punjab Kesari, a Hindi daily. In 
1978. after 12 years of extensive use of 
Gurmukhi in education and government and 
in the aftermath of Indira Gandhi’s 
‘emergency’, the Hind Samachar group 
began a Punjabi daily, Jag Bani. The time 
span in each example reflects the creation 
of a pool of students and administrators 
schooled fin.' in Hindi, then in Gurmukhi. 
Such people constituted a market for 
newspapers in the scripts in which they had 
been educated and now worked. Such a 
market for Urdu was lost. 

Other newspaper people shared Jagat 
Narain's awareness that a market for 
Gurmukhi now existed. The Tribune Tnist, 
publishers of the dowager English daily of 
Punjab, The Tribune, started Pimjabi Tribune, 


abo in 1978. The cUefedilor.Frrallhtda 
(i91l-9S), exulted in the ‘^y, relief and 
congratulations” the-Punjabi newspaper 
elicited from reatters. It leapt to acirculation 
of 30,0(X) in the first week of publication. 
“There it clearly”, Bhatia concluded, “an 
untapped reservoir of Punjabi readendiip 
which has been waiting to be wooed”." 

It is possible to read a political history of 
modem Puqjabinto theaccompanyinggiaph, 
based on the figures of the Audit Bureau of 
Circulations for Ajit, Puiyabi Tribune and 
Jag Bani from 1978. Punjabi Tribune joined 
the ABC from 1979; Jag Bani, from 1980. 
'The steady rises for all three newspapers 
from 1980 until 1984. correspond not only 
with the discovery of Prem Bhatia’s 
“untapped reservoir" but with the beginning 
of the Khalistan insurgency. Each newspaper 
had a position. Ajit, which went from 40,000 
to nearly 1,00.000 copies a day between 
1978 and 1984, sympathised - as much as 
a substantial and therefore vulnerable 
newspaper could - with the challenges to 
Indian federalism. Jagat Narain’s Jag Bani, 
in proclaiming the sanctity of India in l^njabi 
language and Gurmukhi script, still found 
a following and went from fewer than 20,000 
to close to 50,000 copies in the same period. 
It will probably never be clear whether the 
bulk of such readers came from Khalistan 
sympathisers seeking to be outraged, from 
India-loyalist Sikhs or from Gurmukhi- 
reading Hindus, who had come through the 
schools in Punjab since 1967. Punjabi 
Tribune, sober and playing safe, showed its 
sharpest increase (exceeding 60,000 copies) 
in the second half of 1984 in the aOermath 
of the Golden Temple battle and Indira 
Gandhi’s assa.ssination. It then fell sharply 
for four years as its two main rivals feasted 
on the intensity of Punjab politics: state 
elections in 1985. a crisis-ridden .state govern¬ 
ment. (Resident’s rule in 1987 and then a 
growing insurgency. 

In the second half of 1989, Jag Bani’s 
circulation appears to collapse - from90,000 
to ju.st over 40,(XX) in a year. The reason was 
chillingly simple; Khalistan insurgents 
targeted agents ant) hawkers, killing more 
than 60 people connected with the paper 
between 1989-93.'* This crippled distri¬ 
bution, powerfully discouraged sales (who 
would carry a newspaper.that might lead to 
one's being shot?) and left the Jalandhar 
offices of the Hind Samachar group under 
the fortified guard of central para-military 
police. What is pertiaps more interesting is 
the recovery of Jag Bani 's circulation - from 
30,000 to more than 1,00,000 in three years 
- after state elections in 1992 brought a 
Congress government and relative tranquillity 
to I^njab. 

This exercise of assigning reasons to 
‘spikes’and ‘valleys' in circulation statistics 
is dangerous, of course. First, what is the 
quality of slatistics?Careful proprietors know 
with considerable accuracy how many news¬ 
papers they sell each day, and these calcu¬ 
lations should, in theory, be those provided 


Economic and Political Weekly March 1-8. 1997 




to dw Audit Burau of Circulations. Inside 
the newspaper industry, however, it is easy 
to And people who will question the rdiabi- 
lity of ABC statistics and assert that 
proprietors manipulate their circulation 
figures before releasing them to the ABC. 
Nevertheless, ABC figures are as good as 
we have. 

Second, dramatic events do not alone 
account for people's willingness to buy news¬ 
papers or for their choice of newspaper. 
Ajit’s steady rise through the i 980s and early 
1990s no doubt owed much to its sympathetic 
approach to the causes of militant Sikhs. But 
it also changed as a newspaper. Baijinder 
Singh Hamdard (b 1944), son of the founder, 
returned to the newspaperin 1984after having 
been founding editor of Punjabi Tribune 
from 1978. He was credited with bringing 
‘professionalism' to the paper at a time when 
newspapers throughout the country were 
taking advantage of computer compo.s>tion 
and offset pre.sses to produce far more 
attractive newspapers.'^ People may have 
increasingly bought Ajii, not because of its 
politics, but because it became a more 
generally interesting, attractively produced, 
readily available newspaper. 

The Punjabi press in Gurmukhi illustrates 
impor'ant aspects about literacy, "identity” 
and the role of the newspaper business. 
First, newspapers are vulnerable institu¬ 
tions, not just to terrorists who kill hawkerr 
and proprietors, but to the apparatus of the 
state. If the people who control the state .sec 
a particular newspaper as ‘dangerous', they 
have many ways of breaking or bending 
such a paper. People as.sociatcd with Jag 
Bani and the other Hind Samachar 
newspapers were murdered. But AJit was 
hara-ssed by the police. And in the more 
peaceful years since 1992, when AJii hotly 
criticised the Congress state government, the 
latter retaliated by denying it advertising and 
tearing down its billboards.''* Both sides m 
a contest can target a newspaper, and because 
it has a centralised investment (its produc¬ 
tion plant) as well as hundreds of scattered 
agents (its reporters and sellers), it is doubly 
vulnerable: a large sitting duck with flotillas 
of ducklings. 

Second, newspapers and their owners 
become symbols. Many observers would 
date the beginning of the Punjab insurgency 
from ScptembeT9,1981, theday Jagat Narain 
was murdered on his way back to Jalandhar 
from Patiala.'-^ The Hind Samachar news¬ 
papers had taunted the suppt'rters of Sikh 
separatism. What more effective way of 
proclaiming .the deadly seriousness of the 
demand for Khalistan than by murdering 
the owner of the chief opposition news¬ 
paper'? Thereafter, the Hind Samachar 
newspapers tended to symbolise either a 
hated Indian state or the steadfast loyalty 
of Punjab to the idea of India. Except for 
1989-91 period when agents were mur^red, 
circulation benefited from the fact that the 
group’s newspapers were at the heart of life- 
or-drath events. 


The third aspect of Punjab's newspaper 
wars relates to the place of a script. In spite 
of its growing use in schools and offices from 
1967 onwards, Gurmukhi did not flourish as 
anewspaperlanguage-alanguagcofpopular 
written consumption - until computers and 
offset presses made Gurmukhi newspapers 
fast and cheap to produce and more attractive 
to read. Once a script is removed from chiefly 
religious use. as Gurmukhi was when it was 
vigorously propagated in schools and offices 
after 1966, it is open for everyone to use it 
and for individual readers to decide what 
publications they buy. Thus Jag Bani, though 
stridently opposed to Khalistan-style 
demands, has more than 90 per cent of its 
circulation within the state of Punjab, spread 
across the state, and not concentrated - as 
one might have surmised -in major towns. 
Gurmukhi, once virtually the sole preserve 
of Sikhs, and which Khalistan proponents 
might have hoped would help mark off them 
and their people from others, became 
promiscuously available to anyone educated 
in Punjab. And even bitter foes of Khali.stan 
could use Gurmukhi to sell newspapers, 
entertain readers and make money. I'he sacred 
script wasn’t sacred any more. 

What role then haveGurmukhi newspapers 
played in the making ofthc Khalistan demand 
and the insurgency? From the first serious 
clashes in Amritsar during the Baisakhi 
festival in 1978, the ‘Jalandhar press’ was 
held responsible for ‘partisan prejudices' 
and ‘trading half-truths and blatant lies’ aimed 
at ‘rousing of communal passions’.'^ These 
events (Kcurred just as the technological 
revolution in newspapers was beginning, 
and as Jag Bani and Punjabi Tribune were 
about to be launched. The expansion of the 
Punjabi press spread stories wider and faster, 
and in that way, may have embedded iden¬ 
tities, and the perceived injustices on which 
they were often based, more deeply. But the 
expansion of newspapers did not by itself 
generate such identities, which had political, 
bureaucratic and cultural routs. 

We should not ovcrc.stimatc the extent to 
whtch political concerns motivate people to 
buy a newspaper. Part of the rea.son for Jag 
Bani’s relative succc.ss lies in the facts of 
the newspaper industry. As part of a sub¬ 
stantial newspaper publishing house, it 
benefits from scores of correspondents, who 
serve ail the Hind Samachar newspapers, 
and a wide distribution network maintained 
for all three publications - including Punjab 
Kesari in Hindi, the largest Hindi daily in 
India, and Hind Samachar in Urdu. It has 
speedy access to a wide range of .sources for 
news. It also has good prcs.ses, type fonts, 
and photo reproduction; it uses colour. In 
short, it is a modem newspaper trying to be 
many things to many people, and no doubt 
many of its readers arc unconscious of its 
politics. 

The growth ofthe Punjabi/Gurmukhi press 
was an indicator, not a cause, the mercury 
in the thermometer on a hot day, not the heat 
itself. Marshall McLuhan has an insightful 


sentence: “Programme and ‘content’ analysis 
offer no clues to the magic of these media 
[print and television] nr to their subliminal 
charge”.'* What he meant, I think, by 
‘subliminal charge' is the way that fami¬ 
liarity with print raises particular, un- 
prcc^cnted expectations of regularity, of 
repetition, of durability, of transpoitability. 
They raise the expectation that events in 
other places influence one’s own life and 
one's own life may influence the lives of 
people unknown. The outcomes of this 
process are open. They do not necessarily 
make people into nationalists, revolu¬ 
tionaries, vegetarians or flat-earthists. But a 
range of possibilities open out that were 
previously impossible. 'The growth of the 
Punjabi/Gurmukhi press from the late 1970s 
indicated that this process had arrived 
inescapably in Punjab. 
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Surangi Irrigation Project 
Oustees Left in Lurch 

Ramesh Sharan 

Though the rehabilitation process of the oustees of the medium size 
irrigation project at Surangi in south Bihar is as shoddy as at other 
dam sites, lack of outside support and the relatively small number of 
oustees has meant that the agitation of the dam-affected people for 
proper resettlement remains weak. 


SURANGI is a medium-sized irrigation 
project under construction on the Ghatdwar 
Nadi (Surangi Nala in ofncial records) at 
Vijaigiri villageundcrTamarThanain Ranchi 
district of south Bihar. The project iscxpccted 
to acquire 454.7 acre.s of raiyali land and 
136.9S acres of government land. Out of 
raiyati land acquired 306.9 acres of land is 
in the submergence area, 122.S acres will be 
used forcanals and 2S.S acres for staff quarters 
and rehabilitation site. The proposed length 
of the right canal is 13.33 kms and the left 
canal in 8.78 kms. Ever since the work began 
in 1987, the project has been embroiled in 
controversies. There has been charges of 
rampant corruption and irregularities in the 
construction work, projection of exaggerated 
irrigation benefit proHle and improper and 
callous rehabilitation of the oustees. Besides, 
recently the project has been in news because 
of the struggle and opposition by the oustees 
and sub.sequent attack on the mediamen 
allegedly by henchmen of the contractors. 
Surangi, although a medium-sized irrigation 
project suppo.sedly with a small number of 
oustees, has created as many problems as 
being faced by oustees elsewhere. 

Hie project diKumcnts make interesting 
reading. The local population claims that 
there is no river named Surangi in the area. 
The rivulet on which dam is being con.structcd 
is Ghatwar Nadi joined by Nuridih Nala. 
One of the dams drawing mentions Surangi 
in .Singhbhum district of Bihar. The project 
was .started in 1987 to be completed within 
Rs 4 6 crore which was revi.scd to Rs 14.16 
crorc later on. The latest appraisal report puts 
the estimated cost of the project as Rs 21.49 
crore. Thus, there has been around 4.67 times 
escalation in the cost of the project within 
10 years. On the other hand, the irrigation 
capacity which was envisaged in 1986-87 as 
3,095.95 hectares of kharif and 2,024.29 
hectares during rabi season has been revised 
downward to be 2,105.26 hectares of kharif 
and 496 hectares of rabi crop (Table I). 
Interestingly, while cost has escalated by 
4.67 times and the catchment area increased 
fromSsqkmin 1987 to 20.72 sq km in 1996, 
there has been a downward revision of 
potential irrigation capacity which works 
out to be 68 per cent for kharif and 24.5 per 


cent of rabi crop of the original irrigation 
potential. The height of the dam (105 ft) and 
the length of thedam (709 ft) however remain 
the same in both 1987 and 1996 estimates. 
The discrepancies in the figures give rise to 
serious doubts about the feasibility of the 
project when started. The topography of the 
area is not suitable for channel irrigation, 
hence the water will have to be pumped to 
the upper level fields (fields are more or less 
terraced in the region). Even with the most 
optimistic estimates, the revised irrigation 
potential is highly unlikely to be met. 

Further, happenings since the inception of 
the project and the fate of similar projects 
in Jharkhand hardly give any hope about the 
success of this project. There have been 
charges of corruption and irregularities, and 
many news items appeared in the newspapers 
leading to enquiries, the fate of which are 
not known. It was alleged that two lakh bags 
of cement were purchased even before the 
iand acquisition and the project work. This 
was kept in hired godowns paying un¬ 
necessary rentals. Besides payments were 
made for rearranging of stocks of cement, 
which is to be done every three months so 
that It does not decay. 

There were also allegations of cement being 
sold off illegally in black market during 
1989-90. Given the quality of cement being 
u.scd, the dam and its distributary canals may 
collapse when the project is commissioned. 
The fate of Nandini Jalayasaya, where the 
dam started leaking and canals collapsed 
when irrigation started, awaits this project 
too. 

Improper Rehabiutation and Resettlemeot 

Like many pojccts, rehabilitation and 
resettlement (R and R) planning and imple¬ 
mentation is unsatisfactory, causing immense 
hardship and trauma to the oustees. There 
is a large gap between the official and un¬ 
official estimates of the extent of displace¬ 
ment. fhe visit to the site clearly shows that 
apprehensions of the oustees are quite justi¬ 
fied. Table 2 gives official and unofficial 
estimates of number of families and the 
population to be affected by the project. 

As per the official estimate the project is 
expected lodisplacc43 families! latcrrevised 


to 59 families). The unofficial estimates, 
however, put the figure to 338 families. Hie 
submergence area is a valley surrounded by 
hills, and once the dam is closed, people 
living in the foothills as well as at higher 
levels will beequally affected. Many hamlets 
are likely to be surrounded from all sides by 
water and although their homes may not be 
submerged, they will be physically cut off 
from rest of the area losing all their means 
of sustenance. Besides, in case of some 
oustees while their agricultural land (‘bari’: 
adjoining land to their homestead plots) has 
been acquired, their houses have been left 
in fact, thus deleting them from official 
estimates of oustees. It seems that the official 
estimates are based on the mean water level 
in the dams, and only houses/population 
submerged up to this level have been con¬ 
sidered as oustees. It is also interesting to 
note that in spite of the increase in the 
catchment area by almost 2.5 times, there 
has been only a marginal increase in the 
official numberof oustees, which strengthens 
oustees’ apprehensions. 

The raiyati land as well as the house 
structure is compensated under the land 
acquisition act. Most of the land is first class 
don land for which the rate of compensation 
has been fixed at Rs 18,000 per acre. 
Apparently, almost all land is tribal land, and 
under Chottanagpur tenancy act (CNT), it 
cannot be alicnat^ to non-tribals. Moreover, 
the project is in an isolated region where the 
market price of land, on which the compen¬ 
sation is based, is too low. The officials claim 
that the oustees arc getting more than three 
times the prevailing rate in the area. Out of 
the compensation paid only a few have been 
able to buy land in the command area. Be.sides, 
the iand prices fur the oustees have gone up 
to Rs 24,000 to Rs 30,0(X) per acre. 

This compensation is quite low compared 
to the one paid to oustees of Subarnarckha 
multipurpose project (SMP) barely 30 kms 
away from present project site. In SMP, Don 
1 was given a compensation of Rs 40,000 
per acre during 1986-87 based on the potential 
capital output loss of 15 years. The 
compensation so paid takes care of loss of 
common properly resources. The rate of 
interest from the compensation was sufficient 
to give the oustees income equiavalent to 
loss of crop and the use of common property 
re.sourccs. The .same principle was proposed 
by government of Bihar in Koel Karo pro¬ 
ject also. There is no reason why such a 
compensation packet cannot be paid to 
Surangi oustees. Further, there is no provision 
for compensating the 'Khuntkati' rights 
(rights of the original founders of the village) 
of the ‘Khuntkatidars’ in the area. Signi¬ 
ficantly, the rights of Khuntkatidars to 
collect cess from the raiyats have been 
recognised in the CNT act, and the practice 
still continues. 
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Funhcr, in like other projects, no com¬ 
pensation is being paid for the loss of income 
from common property resources (CPR). 
Also, there have been allegations of non¬ 
payment, defective measurement of the 
* ■ houses and less payment of the compensation 
amount. The uu.stces also complained (hat 
if for some reason they have been unable to 
take the compensation, it is kept in (he revenue 
deposit of the government, from where it is 
difficult to retrieve the money. 

Like other projects, there is hardly any 
rehabilitation action plan foroustees. Around 
14 oustees have been given jobs in earlier 
phases. The project started in 1987 and in 
10 years many children become adult and 
are rightly demanding economic rehabili¬ 
tation. With the expected rise in irrigation 
facilities, the people in the command area 
are not willing to .sell their land to these 
oustees. The prospect of future resettlement 
of the oustees looks bleak. Besides, as 
mentioned earlier, targe gap remains between 
^ official and unofficial estimates of persons 
eligible for rehabilitation. A committee fur 
R and R has been formed composed of deputy 
commissioner. Ranchi, rehabilitation officer, 
medium iirigaiion project, Ranchi, SDO 
Khunti. excciit i VC engineer, irrigation, special 
land acquisition officer. MP. MLA,‘mukhias’ 
and sarpanrhes. But as it usually happens 
with such big committees, they seldom hold 
meetings. The rehabilitation officer sits in 
Ranchi which is inconvenient for the oustees 
to approach. Theic seems hardly any effort 
to economically rehabilitate the oustees 
although the officials claim that some more 
jobs may be given. 

The project authorities have proposed to 
settle the oustees by giving them 2S decimal 
^ of land at Kubasal, a village falling in the 
^ command area. They have proposed to 
construct road, temple, children park, well, 
electricity, community latrine, afforestation, 
etc. The authorities claim that they have 
acquired 21.37 acres and the plots have been 
demarcated. But from the enquiries it was 
revealed that although the compensation of 
this land has been paid to most of the 
landowners, some of them arc refusing to 
accept payment as they now feel that land 
would give better return after irrigation starts. 
Even if the authorities are able to acquire 
the land it will take time before it is made 
habitable. Moreover, until the number of 
oustees is Tinalised, rehabilitation site cannot 
be decided. 

Although there is provision forcunstmetion 
of temple at rehabilitation site, there is no 
mention of Sama places and Hadgadi, the 
tribal cultural sites going to be submerged 
in the catchment area. The oustees are sore 
that Sama trees have been indiscriminately 
cut by thecontractorsand someof the Hatgadi 
have been destroyed during the construction, 
amounting to sacrilege. 


People’s Struogle provided by the government: (4) Resettlement 

at a place where the oustees can have access 
The work on the project stopped in 1990 to common property resources; (5) Payment 
primarily due to paucity of fund. However, of compensation and revision of coinpcn- 
the project work re-started in March 1996 sation amount; and (6) Proper relocation of 
when the fund was provided by NABARD. cultural sites in consultation with the village 
Sincethenthcoustcesareup-in-armsagainst priests, headmen and the traditional leaders, 
the project. Most of the displaced people Inthisconnectionnothingtobedonewithout 
belong to munda tribe and the agitation is their consent. The sanctity of these sites be 
being supported by Jharkhand Janadhikar maintained. 

Manch. Jharkhand Organisation for Human Rather than negotiating with the people. 
Rights (JOHAR), Munda Development FIRs were lodged against the ou.stecs by the 
Action Committee, Sama Navyuvak Samiti, project administration. This led to further 
Kendria Sarna Samiti, Kendriya Sangharsha intcnsit'ication of the agitation culminating 
Samiti,etc.Thcmundasunderthcleadcrship into a protest rally of oustees on July 25, 
of Dari Kocha Parha Sabha ghcraoed the 1996. It was attacked allegedly by hired men 
project office and forced the authorities to of the contractors. The attack, however, was 
stopthework.Theirmajordcmandsofoustccs planned and only media persons were 
have been: (I) Proper identification of the targeted. The contractors were .spiteful over 

number of oustees; (2) All the identified the newspaper reporting. The attackers tcxik 

displaced families be given hou.ses under care that none of the oustees were attacked, 

Indira Awas Yojana; (3) Jobs to all eligible which would have made it impossible to 

persons - in case jobs arc not available, continucthework. In the melee Giri Shankar 

suitable land for agriculture should be Ojha of Asian News International and Shri 

Tabio^ I: Ktv PAKAMiniRs or Suranoi Project 


As Given on Report As Given on Report 
August 5, 1987 June 8. 19% 


Cost (Rs crore) 


4.603 


21 488 

Irrigation kharif 


.309.S.95 


2105.26 

(Hectares) rabi 


2024.29 ■ 


496 

Catchment area sq km 


8 


20 72 

Land submergence (acres) 


254 24 


332 73 

No of oustees families 


43 


59 

Population 


234 


Not given 

Height of the dam (It) 


105 


105 

Length of the dam (ft) 


709 


709 

Length of the left canal (kms) 


8,78 


8.78 

Length of the right canal (kms) 


I3..328 


13.28 

Table 2; Estimahs of .SuKANcii Dam (Xistees 



Official 


1 

Jnofficial 

1 

Families 

Population 


Families 

Population 

Buruhatu 20 

120 

Matikocha 

15 

85 



Ichapidi 

13 

64 



Buruhatu 

53 

245 



Nimdih 

13 

.52 



Kodomkocha 

7 

35 



Buraikocha 

16 

97 



Nonidih 

12 

65 



Somdomdiri 

2 

IS 



Ghatkocha 

3 

14 



Busudih 

14 

.50 



Sindun hudug 

10 

43 



Ongojora 

2 

12 

Mukrumdih 10 

47 

Silping 

II 

49 



Paprahutup 

12 

69 



Sirkapidi 

20 

115 



Khcmaa 

1 

. 02 



Bakrabera 

6 

27 



Patigutu 

13 

85 



Singara Kocha 

13 

76 



Horupdiri 

9 

43 



Mukrumdih 

49 

225 

Kuda 1.7 

67 

Kuda 

24 

115 



Ukpidi 

7 

22 



Comeokocha 

II 

52 



Edclkocha 

02 

08 

Total 43* 

234 

Total 

338 

1668 


Note: * Revised to 39 later on. 
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Prakash, a local filin-maker were injured. 
The FIR of the former was accepted by the 
police, the latter's was not. This attack led 
to largc-.scale prote.sts, particularly by the 
fraternity in the print media. Though the 
senior SP promised action, a few days later 
the deputy commissioner, Ranchi, said in a 
press conference that nothing serious had 
happened at Surangi. The groups supporting 
the oustees planned a massive demonstra¬ 
tion at the project site as well as at the statue 
of Birsa Munda near Ranchi airport on 
September 25. However, both the protests 
turned out to be damp squib. Meanwhile, a 
writ petition was tiled in the Ranchi Bench 
of Patna High Court to stay the work on the 
project on the ground that, the Sama land 
and the other cultural sites are inalienable 
under CNT act. hence, cannot be acquired 
under land acquistion act. The court rejected 
the petition. Now an attempt is being made 
to file SLP in the Supreme Court. However, 
the failure of the proposed rally in September 
1996 and the non-acceptance of writ 
application by the high court has emboldened 
the project authorities and the contractors. 
The construction work has re-started on a 
full swing. 

The happenings at the Surangi project arc 
quite disturbing. Firstly, a deliberate illusion 
of benefits has been created by the project 
authorities and the contractors for people 
living in the proposed command area. This 
has put these people against the dam oustees. 
In the process, the malpractices in dam 
construction are being ignored. No attempt 
seems to have been made by the group sup¬ 
porting the agitating oustees to educate the 
so-called beneficiaries about the real benefits 
and the quality of construction of the dam 
and the canals. Secondly, the contractors 
have employed local youth from among the 
oustees and the command area either as 
petty contractors or ‘munshis’ (managers) 
thus creating a short-term pecuniary interest 
in continuation of the project. Thirdly, after 
the physical assault on the press, the en¬ 
thusiasm of outside groups has dampened 
and people have been left to fend for 
them.selves. 

Fourthly, while the movements against 
Koel Karo project and Netarhat field firing 
range were .successful primarily owing to 
their magnitude of displacement and strength 
of people, a small number of oustees at 
Surangi are hardly in a position to withstand 
the machinations and manipulationsof vested 
interests. Finally, there is hardly any detailed 
feasibility study and search for alternatives 
for such low cost projects. Hence, money 
received as compensation is being spent 
recklessly. 

The worst fears arc that a beautiful valley, 
rich in biodiversity, will be lost forever, 
bringing hardly any benefit to the people in 
the command area. 
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The IVansnational Gulag 
Reflections on Power Inc 

Frederic F Clairmont 

The current movement of capital accumulation is occurring at one of 
the most critical junctures of capitalism's history since the Great 
Depression and the advent of the world economic crisis that erupted 
in the 1970s. The swift deceleration of world GDP has heightened 
national and imperialist antagonisms. Where are the promised glories 
of 'market freedom’? Indeed what are the social, political and 
economic contents of these freedoms’? 


THE frantic tempo of capital accumulation 
inanifestcd in the sheer power of capital con¬ 
centration is one of the glaring traits of con¬ 
temporary capitalism. It is not the subject of 
bourgcoiseicctorul discourse; and one, under¬ 
standably, sedulously e.schewcd in the sterile 
theoretical apologetics of neoclassical theori¬ 
sing. Accumulation not for consumption but 
for enhanced accumulation, the permanent 
aggrandisement of capital, is an historic con- 
.stant, thccentral ovemding goal of capitalism; 
this mode of aggrandisement remains its 
systemic quinicsscniial component for the 
perpetuation of itsclass rule andcxploitation. 

Accumulation is investment plus savings. 
The rale and volume of inve.stment and 
disinvestment decisions arc alarmingly 
conccntrulcd in all TNCs notably in thcTop 
200. It IS precisely the workings or rather 
the exploitative mis-workings of the trans- 
nationalisation ol capital with its cataclysmic 
consequences for human .survival that I have 
designated the transnational corporate gulag 
(TCG).’ numerically larger than the Top 
200. They are organically inseparable from 
the machinery of state power and its political 
retainers. Tlie ramiUcntions of international 
corporate capital is now an integral part of 
the mounting criininalisation of the world 
economy. 

Growth and .strategic deployment of 
tran.snational capital has become a wholly 
unaccountable and destructive phenomenon 
with all the trappings of an unbridled 
totalitarian monster, a reality unaltered by 
the public relations palaverings of its 
ideological engineers so brazenly touted in 
the Davos World Economic I'nixim; the TCG 
has made a mockery of formal democratic 
political engines which it harnesses to 
perpetuate itsintciminahlecorporatc aggran¬ 
disements. In its sustained class war against 
the world of labour it has been transmogrified 
into the uncompromising liquidator of private 
property, democracy and human rights. 

Trajettory of Accumulation 

This unrelenting assault of the corporate 
univers concentmtionnmre has been accen¬ 
tuated over the last two decades, markedly 


so in the last five years. The rush of this 
avaiiuiching juggernaut is the theme of this 
highly compres.scd contribution. Distres¬ 
singly. for reasons of space, much statistical¬ 
ly relevant computations have been omitted. 

Hypertrophied concentration and the 
colossal unregulated international expansion 
of the speculative and non-spccuiative Hows 
of finance capital shape investment and 
disinvestment policies; and hence determines 
the dc.stinics of the world of labour, and of 
civilisation itself. TCG accumulation takes 
the form of corporate annexationism and 
mergers; one of the salient traits of its 
trajectory since tlie mid-1970s. 

This current movement of capital 
accumulation is occurring at one of the most 
critical junctures of capitalism's hi.story since 
the Great Depression; and the advent of the 
world economic crisis that erupted in the 
1970s. Seven years after thcfull of the Berlin 
Wall, demolition of the Soviet Union, the 
mass coloni.sation of cast Europe, the swift 
deceleration of world GDP. heightened 
national and imperialist antagonisms. 
Where are the promised glories of ‘market 
freedoms’? Indeed, what are the social, 
political and economic contents of these 
‘freedoms’?. 

Toanalysethc ‘market’ divorced from the 
totality of its socio-class relations is ab.surd. 
Markets arc not simply a set ot abstract 
mathematical functions between buyers and 
scl lers, consumers and producers, borrowers 
and lenders working in idyllic competitive 
markets. They arc not economic agents 
endowed with equal bargaining power. 
Markets are power romplexcs, as the Top 
200 pinpoint, dominated by rinance capital. 
They arc massive configurations of sectoral 
muscle enmeshed in a web of manipulated 
and corrupt modes of shareholding and 
interlocking directorates. They arc nourished 
by the collaborative thuggery of Political 
Power Inc with South Korea exhibiting one 
of the grimmest historical records. The 
glowing depictions of these 'markets’ dis¬ 
played in their blatantly mendacious balance 
sheets, arc designed not to instruct but to 
dissimulate. 


One of the celebratory pieties of Big 
Capital’s ideological prestidigit ators has been 
their insistence on the market’s role as 
dynamic acti vat or and signalman of corporate 
decision-making, indubitably, such an 
institution as the world market exists, but its 
complex transactions such as inira-firin 
pricing,^ embracing 60 per cent of 
international trade, cannot be grasped by the 
fatuous nostmm of globalisation which is 
analytically meaningless. 

As again.st the measurable magnitude of 
the transnationalisation and internationali¬ 
sation of capital, globalisation is unmeasur¬ 
able. assimilable to a journalistic cliche which 
means all things to all creatures. Por theo¬ 
retical concepts to illuminate reality they 
must explain the inherent logic of the system; 
that is the compulsive driving force of ac¬ 
cumulation. Like the no less feeble notions 
of ‘competitive’, ‘monopoly’ and ‘mature’ 
capitalism, globalisation is conceptually 
worthless; stripped of any an.-ilytical 
coherence. 

Markets and market relations arc class- 
determined and thus can never be neutral 
between landlords and peasants, workers 
and capitalists, exploiters and exploited. The 
unbending goal of market fetishism has 
always been to mask the exploitative 
.stranglehold of cla.ss power. As an alibi of 
impcrialismgl^alisation tills the ideological 
bill admirably. Hence its acceptability and 
respectability in the lexicon of the WTO, the 
World Bank, IMF and their comprador 
publicists in the Big Media and academia. 

Tiif Hoax op Economic Reixivp.ry 

The vaunted economic ‘recovery’ whose 
tremulous apparitions were glimpsed at the 
end of the 1980s have vanished. How can 
one invoke the promise ot ‘economic re¬ 
covery’ when world manufacturing capacity 
(minus China) is operating at 70-75 percent 
of capacit y ? When world debt - government, 
corporate, household - has outstnpped $ 
.33.1 trillion surging at a compound rate of 
6-8 per cent’’ More than thrice the growth 
of world GDP. ’ When real wages everywhere 
- and in all sectors - are tumbling under ihe 
mighty onslaught of corporate downsizing, 
plant clo.surcs and relocation abroad in their 
omnivorous quest loi lower and lower 
s»hsi.stencc wage rates? Sanctified under the 
rubric of ‘re.structuring’ and ‘labour flexi¬ 
bility'. When unemployment in the 
‘advanced’ capitalist economics alone 
outstrip 41 million with more to come. 

But the world of the TCG has escaped the 
crisis (hat batters the hundreds ot millions 
that comprise the world of working peoples, 
in Its homage to the achievements of 
Fortune’s Global 500 its compilers gloated 
“that they pushed across borders to seize 
fresh markets and swallow up local com¬ 
petitors. More countries meant more profits 
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too. Earnings at the world’s SOO biggest 
coiporations grew IS per cent, on revenue 
growth of just II per cent” (Augusts, 1996). 

At the onset of the 1990s there were around 
37,(XX)TNCswith 1,70,000affiliates whose 
tentacles bestrode the international economy 
The locus of effective power, however, lay 
elsewhere. Two decades ago. The Bangkok 
Bank Monthly Review presciently pinpointed 
that “approximately 200 of them arc the 
fearsome giants clutching world business in 
theirgrip”(November 1981) more accurately 
by its throat. 

The Top 200. however, have undergone 
a gigantic metamorphosis since the 1980s 
illustrating the orbits of their meteoric 
ascendancy.’* The hostile acquisition has 
ceased to be a rarity. So is the one billion 
dollar takeover. The arresting characteristic 
of the Top 200 has been its non-stop steady 
expansionism through mergers and 
annexations as meaiiured in the Table. 

The velocity of the transnationalisation of 
capital measured as a share of world GDP 
is stunning: from 17 per cent in the mid- 
1960s to 24 per cent in 1982 and over .32 
per cent in 1995. The Top 200 arc conglo¬ 
merates spanning the classical tripartite 
divisions of primary, secondary and tertiary 
sectors: from manufacturing to financial 
services, from largc-.scale plantation agri¬ 
culture to trading. 

The Top Ten arc geographically located 
in 10 nations: Japan (62), US (53). Germany 
(23), France (19), Britain (II), Switzerland 
(8), South Korea (6), Italy (5), and the 
Netherlands (4). When we abstract the joint 
ventures (the Shell Group and Unilever) of 
Britain and the Netherlands there are in fact 
eight countries. They embrace 96.5 per cent 
of the Top 200 firms, and 96 per cent of their 
revenues. 

Concentration is much larger than the data 
suggests. All of the Tup 2(X) are by no means 
autonomous firms seen, amongst others, in 
the illustrous examples of Mitsubishi, 
Sumitomo and Mitsui. They arc by no means 
unique. There five Mitsubishi corporations 
within the Top 200 have aggregate sales 
outstripping $ 320 bn. The feudalities of the 
Mitsubishi Empire, admittedly endowed with 
a large degree of autonomy, are .strategically 
imbricated through common administrative, 
pricing, marketing and output policies; as 
well as in their unified economic and political 
intelligence networks. Their political agent 
is the Liberal Democratic Party. 37 per cent 
of whose operating expenditures emanate 
from the Mitsubishi Empire. 

Shifts in Relativf. Distribution 
OF Power 

Not merely have the Top 200 grown 
luxuriantly over the last two decades, but 
disparities in thedi.stributionof poweramong 
them have also grown. What we are witnes¬ 
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sing is therefore, imperialist antagrmisms of 
which one facet is the war for larger and 
larger market .shares worldwide. The data 
quantitatively depicts the altered mutations 
of power within the TCG over time. 

llie number of US firms has slipped from 
TO (1982) to 53 (1995) whereas those of 
Japan rose from 35 (1982) to 62 (1995). 
Noticeable has been the slippage of the UK. 
the once paramount imperial power, from 18 
to 11 and the surge of the geo-demographic 
dwarf that is Switzerland. Most astounding 
of all has been the swift strides of South 
Korea that soared from 1 to 6 in a relatively 
short span. Leading the pack is Daewoo, one 
of the most aggressively expansionist TCG 
members, the iron fist of Korean imperialism. 
With sales exceeding $ 52 bn. it ranks higher 
than such TCG colossi as Nichimen, 
Kancmatsu. Unilever and Nestle. 

Daewoo's planetary expansion is sympto¬ 
matic of the ‘chaebol's’ power. The assets 
of the top 30 chaebols rocketed from $ 223 
bn in 1992 to $ 367 bn in 1996 and now 
engulfs over four-fifths of the nation’s GDP 
(The International Herald Tribune January 
18-19, 1996). But the Big Four alone - 
Dacw(x>, Ssandgong, Samsung, and Hyundai 
- possess half (S 184 bn) of these assets. It 


is improbable that the powerful working 
class revolt in January against the chaebols 
ruthless exploitative practices, that smashed 
the myth of the Korean miracle, will slow¬ 
down its expansion at home and abroad. 

The Fair Trade Commission. Seoul’ ■ 
ostensible anti-trust watchdog, commented 
that “they arc the main culprits of economic 
concentration raising thequestion of whether 
their wealth was accumulated in a just 
manner”. This is hypocrisy. There’s no need 
for brainless moralising as to whether these 
levels of accumulation are just or unjust. 
Such accumulation that partner the most 
repulsive of inequalities defines the very 
e.ssence of Korean capitalism. 

Thc.se patterns of accumulations 
inseparable from their oligarchic class 
foundations would have been inconceivable 
without American billions of dollars in the 
crucial period of Korean growth. 1947-55, 
and the tens of billions of state subsidies 
since that era. Where the chaebol ends and 
the state begins (as in Japan Inc) is impossible 
to determine.*’ 

Such levels of accumulation and concen-. 
tration would have been inconceivable 
without a parallel development; the merciless 
sustained repression of its working peoples. 


Table: Tor 200 WoKi.u Corporations 


Country 

Number of 

Revenues 

Profits 

Per Cent of 


Firms 

(Million $) 


Top 2(K) 

Japan 

62 

3196127 

45985 

40 7 

18.3 

U.S 

53 

1998.576 

98440 

25.4 

.39 2 

Germany 

23 

786576 

24535 

10.0 

98 

France 

19 

572420 

15720 

7.3 

6.3 

Britain 

11 

275204 

20066 

3.5 

8.0 

Switzerland 

8 

244930 

9705 

3 1 

3.9 

South Korea 

6 

18.3257 

3527 

2.3 

1 4 

Italy 

5 

I7II4I 

6159 

22 

25 

Brit/Nelh 

2 

1.59572 

9229 

2.0 

37 

Nethcrland.s 

4 

118545 

51.32 

1.5 

2.0 

Venezuela 

1 

26041 

3103 

0.3 

1.2 

.Sweden 

1 

24022 

1297 

0.3 

0.5 

Bclgiuin/Netherland.s 

1 

22695 

817 

0.3 

0.3 

Mexico 

1 

22330 

1523 

0.3 

0.6 

China 

1 

19278 

867 

0 2 

0.3 

Brazil 

1 

18570 

4374 

0.2 

1.7 

Canada 

1 

179.39 

570 

0.2 

0.2 

Total 

2(X) 

7857224 

251049 

100.0 

100.0 

World GDP 


25223.5IK) 




Top 200 as per cent of GDP 


31.2 




Ten major countries 

183 

7706348 

238499 

98.1 

95.0 


%.5 






1982 

1992 

1995 

1982/95 


GDP 

12600 

21900 

25223 

5.5 

25223 



5.7 

4.8 



Sales of 200 finns 

30457 

5862 

7457.2 

7.6 

7857.2 



6.8 

10.3 



Growth, Annual Average 


1982/92 

1992/95 

1982/95 


Per Cent hosed on Values in Current $ 





World GDP 


5.7 

4.8 

5.5 


Sales of 2(X) firms 


6.8 

10.3 

7.6 



Source: Computed from company annual reports. United Nations data base and Forbes. Fortune and 
Business Week. 
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the liquidation of every vestige of human 
rights. All the prominent politicos, without 
exception, and membersof thehighermilitary 
caste are major shareholders enscounccd in 
the chaebols’ corporate boardrooms. The 
chaebol is a fraternity whose members know 
each other; who.se sons and daughters 
intermarry within the club. 

The direction of the chaebols and their 
interactions in the sea of Big Capital recalls 
the wisdom of the legendary German 
induslriali.st. Walter Rathenau in 1909: 
“Three hundred men, all of whom know one 
another, direct the economic destiny of 
Europe, and chouse their successors from 
among thcm.selves”.* What has changed in 
the intervening decades is that the numbers 
of this whol ly unaccountable caste oligarchy 
have shrunk. 

Helmut Mauchcr, Nestle's CEO and 
Davos showhir. impresario, is the chaiiman 
ofthc European KoundTablcoflndustrialisls, 
the elite club of 47 corporations that figure 
in the Tup 200. He is an implacable enemy 
of the Eli Social Charter, a militant 
protagonist as all members of his caste, of 
Oexiblc labour markets. 

Over the decade, the cost s ot these corporate 
annexations burgeoned at a yearly compound 
rate of 15 per cent. There are no indications 
that this stunning puce of corporate annexs' 
tionism is flagging. On the plausible as.sum' 
ption that this growth (15 percent) is sustained 
until 20(K) this implies that the cumulative 
costs of these transactions would then be 
around $ 10 hn. The sheer magnitude of these 
numbers - abstracting momentarily from 
their lethal political and economic rever¬ 
berations - can belter he grasped by a com¬ 
parison with the 199611.S GDP: .S 7.6 trillion.^ 

In our detlationary world of decelerating 
economic growth, chronic under-capacity 
working and rising equity markets. TCG 
expansion can best be achieved not by 
building new plants and Job creation but by 
gobblingup competitors and hence acquiring 
larger market share. 

What this show' once again is that 
'markets' in themselves are powerless ab¬ 
stractions. Rather what TCG corporate 
annexationism demonstrates is that it is the 
mu.scled leveraged class relations of which 
markets arc fabricated, and to whose interests 
they arc anchored, that are the alpha and 
omega of real TCG market power. It is this 
exponential power that detciTnines the fates 
of hundreds of millions. 

By corporate annexations many of the 
TCGs are positioned to maximise economies 
of scale on the world market, and have already 
done so. These comprise Boeing, the US Big 
Three auto producers, Japanese and Korean 
auto, electronic and shipbuilding titans. Five 
mega TCGs have grabbed over half the world 
market in several key sectors: aerospace and 
electrical equipment, electronic components. 


soflware; in fast food two; in the soft drinks, 
tobacco and beverage sectors five. 

Not only are the TCGs buttres.sed by their 
national governments but their strides have 
been spurred on by host governments .seen 
in the colossal subsidies and super tax 
privileges accorded by such governments as 
the UK and Ireland, not to speak of the 
colonised governments of east Europe that 
are abjectly selling the national patrimony 
by Indiscriminate privatisations and fiscal 
stimuli of every conceivable kind, it is 
imperialism whose remarkable profit rates 
are being achieved this time with the explicit 
and bountiful support of the victims of 
imperialism thcm.seivcs. 

Uninhibited mergers and corporate 
alliances (c g, .SIkII and B P) arc pait ot a 
totalitarian complex perpetrated under the 
refurbished rationalisations of 'liberalisa¬ 
tion', 'privatisation' ‘deregulation’ and a 
‘free multilateral trading system' One of the 
major propellants of these mergers arc the 
laigc investment banks, pension and mutual 
funds. Pressure from Wall Street to lift 
earnings,or 'shareholder value' inthecurrent 
jargon, spurs enormously corporate concen¬ 
tration. These mergers arc not only being 
vigorously pushed by Wall Street investment 
banks but its promoters arc being lavishly 
rewarded. 

Earnings of Goldman Sachs, one of the 
world's biggest investment bankers and the 
world leader in TCG consolidation reveals 
the El Dorado of M and A mega deals. In 
1996, its profits doubled to $ 1.9 bn from 
$ 931 m in 1995. What it preaches it practices; 
It is not burdened by ‘excessive’ labour costs 
since in recent years it has shed 20 pci cent 
of its workforce. TCG annexationism has 
paidlavishdividcnds. Its 175 general partners 
each arc paid more than $ 2,00,000 yearly 
as bonuses in addition to the piolits on their 
capital. 

The chairman of Morgan Stanley received 
a bonus of over $ 14 m in 1996; a 30 per 
cent increase over last year. Increasingly 
these banks are not only pushing these 
mergers but are themselves trailing in the 
annexationist wake ofthc TCG. The merger 
of Morgan Stanley with Dean Witter has 
engendered one of the biggest investment 
and securities firms m the world with a 
market value of over $ 24 bn (Financial 
Times, February 6, 1996). This has already 
.set in motion a chain reaction of consolidation 
of investment banks and retail brokers. 

When I asked a sca.soncd chartered 
accountant in the city how long he believed 
the party would last, he answered frankly, 
and on that score he was right: "I frankly 
don't know. No one knows. But what I do 
know is that the banks are pulling in very 
big sums. We are pushing the mergers like 
mad and we’re feeding on these mergers". 
What this seasoned professional obviously 


recognises is that this annexationist 
extravaganza is financed by debt. And so is 
the world economy. 

The birth of Novartis in 1996, stemming 
from the merger of Sandiv. and Ciba-Geigy. 
is the biggest merger in the TCGs history, 
creating the world’s second largest 
pharmaceutical company. Its dossier is 
important because it pinpoints the dynamics 
of corporate expansionism. Who get what 
and why; and their consequences. There was 
something in corporate binge for all members 
ofthc financi.'il gulag. But the working class 
as usual paid the price. 

'The pickings of the banquet exceeded the 
dreams of avarice", exclaimed one stock 
analyst in London. The biggest of merger 
deals earned, in legal and commission fees, 
around $ 95 m split between J P Morgan, 
Morgan Stanley and the Union Bank of 
Switzerland. Overnight its capitalisation 
vaulted from $ 63 bn to $ 82 bn. To discourse 
on capitalist crisis given such gargantuan 
manna, that Hows overwhelmingly into the' 
coffers of a minuscule number of finance 
capitalists, is simply foolish. 

The other side of the coin unmasks the 
killer propensities of the piiwers of BigCapital 
unleashed in its class war. flic birth of Novatis 
was followed by mass labour liquidations - 
the authentic face of the corporate gulag. But 
Novartis is noaberration; if is the proverbial 
drop of water that gave us the clue into the 
chemical composition ol the corporate sea. 
As with other TCG constituents, lalwur 
liquidations were promptly executed in the 
name ofthc familiar claptrap of ‘cost savings 
and re.structuring’. The happy end is that 
such mouth watering prospects engendered 
by labour liquidations triggered unpreceden¬ 
ted rises in both companies’ shares. 

Ten per cent of the workforce will be 
chopped but that is only a .starter. In sum, 
the advance of human misery perpetrated by 
one of the leading echelons of the Swiss 
gulag IS hailed us the vindication of market 
rationality by financial ‘markets' worldwide. 

As in the case of Novartis Wall Street and 
all financial markets were jubilant at Boeings 
gobbling up of McDonnci Douglas. Also, as 
in the case ot Novartis, the .scif-rcinforcing 
upward spiral of the TCGs power are 
manifest. 1'hcre are nonetheless differences 
■n annexationist strategies. McDonnel 
Douglas's acquisition ($ I4 bn) was not only 
I he brainchild of Boeing’s board of directors; 
It had been robustly promoted over the last 
year by the Pentagon and the Department of 
Commerce on the grounds that it would 
enlarge the conquest of the American aero¬ 
space sector on international markets. This 
has spelt mass labour liquidation. Since 1992, 
32 defence establishments were slashed to 
nine with more than a million jobs wiped 
out (The KconomisI, December 2I, 1996), 

Strategic considerations are wedded to 
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corporate (mjfltability. What Boeing’s bosses 
covet and the Commerce Department and 
the Pentagon is panting for is more than a 
boost in world market share for US exports. 
The military aeronautical duo has dictated 
that the hour has struck not only to further 
marginalise Airbus but ultimately to annihi¬ 
late even the vestiges of its market power. 

Reinforced by McDonnel Douglas, 
Boeing’s market sh^e has climbed to 64 per 
cent. Hiis upward self-reinforcing spiral does 
not stop there. Boeing’s power will be boosted 
by McDonnel’s marketing leverage in 
defence. In 1997. Boeing’s anticipated 
revenues will be $ SI bn with defence orders 
providing 40 per cent. The McDonnel seizure 
trebles Boeing’sdefence orders and augments 
considerably its access to Federal public 
sector sponsored funding. 

What this exposes is the barefaced lie of 
Boeing that its policies have been guided by 
market criteria. Ibis acquisition, and others 
of its genre that will inevitably follow in its 
wake, bestows on Boeing a huge subsidy and 
raises its capacity to cross subsidise civilian 
aircraft. Boeing has been selling its goods 
and services well below market costs. Its 
R and D were subsidised by the Pentagon 
since the end of the war to the tune of tens 
of billions of dollars, as well as by the pur¬ 
chase of its aircraft. 

The corporate aggrandisements of Novartis 
and Boeing, each with theirown specificities, 
highlight the universal trajectory of the self- 
reinforcing upward spiral of concentration 
inherent in the transnationalisation of capital. 

The thrust of this contribution is that we 
shall be unable to comprehend the convul¬ 
sions, degradations, cultural regression of our 
alarmingly unaccountable international 
capitalist order without reference to its epi¬ 
centre: the transnational corporate gulag and 
its political appendages. This is, in sum, the 
crux of imperialism. But for the moment the 
TCG remains universally unchallenged 
politically. 

What will be the fate of thc.se Frankenstein 
aggregations of power and their ideological 
ventriloquistdummies in the coming century? 
Will they be able to sustain their totalitarian 
structures of domination and exploitation 
that have been the arresting institutional traits 
over the last three decades? Obviously, there 
can be no such thing as infinite growth in 
a finite environment. A law that applies no 
less so to the mega corporation. 

None can say when the upper limit of 
capitalist concentration will be scaled or if 
it will be scaled. In my view, despite its 
unbridled to gobble up all and sundry the 
TCG has not scaled the upper limit of that 
historical process, but it appears to be fast 
approaching that limit. Its pretensions to 
tackle the burning issues of our time arc 
singularly irrelevant. 

Indeed, it could well be that well before 
the la.st bricks of mergers and acquisitions 


will have been inserted into die edifice of 
corporate capitalism it will be cracked wide 
opoi by the battering ram of the social and 
politick pressures that it has created. 

Notes 

(I thank iny collaborator Zedenku Fialova of (he 
Unclad secretariat and (he Transnational Centre 
for their considerable statistical assistance.] 
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PERSPECTIVES 


Is Gender Justice Only a Legal Issue? 
Political Stakes in UCC Debate 

In the context of the current debate on the Uniform Civil Code, there 
is a need to rethink the women’s question and rework currently 
accepted notions of gender justice in the light of contemporary 
political developments. Given the political nature of the UCC debate, 
a reconceptualisation of our political and legal institutions, is called 
for in such a way as to make them more responsive to diverse claims 
for justice. 


THE Indian women's movement in the 1970s 
and the early 1980s was characterised by t 
broad ideological consensus on a number ot 
issues and approaches. Some fault-lines, 
however, became evident in 1985-86 during 
the di.scussions around the Shahbano case. 
This cikse, which revolved around theque.stiun 
of maintenance foi a divorced Muslim 
woman, apparently a gendei-ju.st demand, 
becanc the tallying point tor Hindu groups 
which were aggressively targeting Muslims. 
Certain sections ol the women’s movement 
began to feel a sense of uncase bccau.se what 
appeared to he self-cvidcntly beneficial for 
women in the lorm of common, secular, 
national laws were also equally self-evidently 
articulated us a communal demand. As Madhu 
Kishwar (1986) pointed out, the demand for 
the UCC was not a pro-woman demand but 
an anti-Muslim one. There was also the 
growing realisation that justice was not 
available foi women despite the activism of 
the women's movement which had rc.sultcd 
in a number ot legislative reforms on issues 
such as rape, dowry, domestic violence, and 
sail.' These laclors in turn led to the awareness 
that the whole issucof legal justice forwomcn 
had to be carefully re-thought. 

A decade latct, however, this cautiousness 
of approach has given way to impatience. 
Attempts to investigate the complexity of the 
issue .seem to have been deliberately set 
aside in favour of a move that allows us to 
demonstrate that women's problems can be 
sharply delineated in any situation, over and 
above anything else, as women's problems. 
There appears to be among some groups the 
growing confidence that a solution has been 
found, not just to the fact that the UCC 
demand has been co-opted by the BJP, but 
also to the vexed problem of gender justice 
itself. 

. The 'solution' is envisaged as a process 
in which feminist and left groups will involve 
themselves in the task of drafting gender- 
just common laws. While there are many 
differences among the groups with regard to 
the timing, formulation, legislation and 


implementation of common laws, most of 
the groups engaged in the UCC discu.ssion 
appear to share the opinion that the women’s 
movement should be working towards 
'better' laws which will effectively articulate 
our sense of ‘gender-justice*. 

The Delhi-based Working Group on 
Women’s Rights (WGWR), for instance, 
has suggested that an entirely new set ot 
national, secular civil laws be drawn up. It 
has at the same time argued for a 'reverse 
optionality’ which would allow women to 
switch from secular law to personal law if 
they felt it more advantageous to do so. 
WGWR has assumed that the ‘new package 
of gender-just laws’ has to be drafted by 
feminists and left secular groups (WGWR 
19961. The Bombay-based Forum Against 
Oppression of Women (FAOW) has proposed 
specific ‘gender-just’ legislations in several 
areas such as marriage, inheritance, social 
security, etc. FAOW contends that in the 
context of the demand for a UCC by the 
hindutva parties on the pretext of bringing 
about ‘national integration’, feminists need 
to emphasise that they want laws which arc 
“based on gender justice” [FAOW 1995). 
Among human rights groups, the Human 
Rights Law Network (HRLN) has been 
actively collaborating with other groups in 
promoting the idea of drafting common 
legislations. 

The Ail India Democratic Women’s 
Association (AIDWA), which had initially 
supported the call for a uniform civil code, 
retracted on this po.sition after the 1995 Sarla 
Mudgal case, stating their opposition to the 
‘fundamentalist’ demand for a UCC. The 
shifting stance of AIDWA perhaps 
characterises the uncase that many of us 
within the women’s movement experience 
today in relation to the demand for new 
legislations. Even while AIDWA suggests 
bringing about legislations “with immediate 
effect” in certain specific areas in order to 
ensure gender justice and to strengthen 
‘secularforces’ (AIDWA 199S],thcdemand 
is tempered by the recognition that ‘‘(G]ender 


justice and the fulfilment of constitutional 
guarantees of equality need not necessarily 
be linked to an umbrella legislation ‘...[and 
that] within the present legal framework an 
umbrella legislation could well be counter¬ 
productive” [Karat 1995). 

Groups that had earlier favoured 
legislations in certain specific areas, such as 
right to marital residence or regarding 
domestic violence, have now come out more 
strongly against initiatives fur legislative 
reforms in the context of the prevailing 
communal situation and in the light of the 
women’s movement’s experience with state- 
centred action. Majlis, a women’s legal-aid 
group in Bombay, for instance, has 
categorically opposed the drafting of uniform 
family laws at this point in time and has 
instead emphasised the importance of 
initiatives for change within religiousi 
communities. Individuals such as Madhu 
Kishwar, editor of the journal Manushi, have 
also criticised the enactment of uniform laws 
and have supported local and community- 
based initiatives. Vimochana (Bangalore), 
Sanchetana (Ahmcdabad), Arrmita 
(Hyderabad), and Anveshi (Hyderabad;, have 
frequently expressed concern over the haste 
with which some strands of the women’s 
movement have chosen this moment to press 
for uniform common laws that will cover 
areas such as marriage, di vt>rce, maintenance 
and inheritance. 

in what follows, we wish to elaborate our 
position by re-examining the political 
significance of the issues that impinge on, 
as well as shape, the debate reg^ing the 
UCC. We hold that the women’s question 
cannot be separated from the notions of 
‘democracy’, ‘equality’, ‘secularism’, and 
‘modernity’ which are under contestation at 
prericnt. We also believe that the women's 
movement will have to evolve a new form 
of politics that will, among other things, 
seriously engage with issues of caste and 
religious community that have arisen today. 
Otherwise feminist practices will willy-nilly 
end up becoming an accomplice to the 
endorsement of existing class/caste 
hierarchies and the communal targeting of 
Muslims. We feel that though no easy 
solutions are available, we need to begin by 
addressing the obvious impasses we have 
reached both in our politics and our theorising 
instead of simply reiterating the demand for 
‘gender justice’ as though the stakes for all 
Indian women were the same. 

Rethinking Frame of Gender-Justice 

The emergence in the last few decades of 
different social and political movements, 
especially the Dalit movement, has raised 
many questions for feminism. This includes 
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ihe questiun dt the nature of the unity that 
the women’s movement has project^. By 
and large, the manner in which feminists 
have sought to engage with issues of caste 
and community has been to incorporate them, 
but by blunting their political edge such that 
theseissuesdonot radically affect the analysis 
of the women’s question. The move has 
often been one that says it will “not attack 
or humiliate the minorities’’ and will remain 
“committed to their right to a peaceful, 
dignified iife”[Sangari 1995]. 

This manner of co-optation is reminiscent 
of the treatment that women’s issues them¬ 
selves often find in mainstream agendas. 
Today, ’gender studies’, ’gender justice’, 
’gender politics' and 'gender development’ 
are in danger of becoming mere appendages 
to importiuit policy resolutions. In relation 
to women, policy and administrative 
initiatives .substitute for political activism 
and critique. The underlying argument for 
refusing fundamental changes is that since 
all men and women are after all human 
beings (where the ’human’ is understood as 
somehow remaining prior to and outside of 
structurings of gender, class, caste or 
community), developmental approaches for 
them cannot be vastly different. Within this 
discourse, the women’s movement itsei f ends 
up being characterised as a pressure group 
that insists unnecessarily on being aggressive 
and divisive. 

Some amount of reflection might show 
that unless the women’s movement is careful 
about its response to the que.stions being 
< raised by the dalit movement or by Muslim 
^ups, it will endup similarly labelling their 
concerns either as marginal and secondary, 
or subversive and disruptive. This approach 
from within the women’s movement will 
then be remarkably similar to the attitude of 
tho.se within the mainstream who claim to 
sympathise with the women’s movement but 
are uneasy with its politics. This group allows 
the validity of feminist demands to a certain 
extent but not beyond that, especially when 
the demands threaten to radically destabilise 
existing structures of privilege. To 
summarise, the attitude of the women’s 
movement, normed as urban, Hindu, and 
upper caste-class, has been to address the 
concerns of the Muslims or the dalits by 
making some space for the dalit woman and 
the Muslim woman even while insisting that 
their ’primary’ identity is neither dalit nor 
Muslim, but woman. 

This is in keeping with the manner in 
which the women’s movement has articu- 
la'cd its goals as well as its modalities for 
achieving them. In the 1970s and I98()s the 
women’s movement was able to press for 
the inclusion of ’gender’ in the conception 
of what constituted a modem, post-indepen¬ 
dence nation-state. Feminists were able to 
achieve this by invoking tlic language of 


liberal secularism in which the notion of the 
‘citizen’ wasaniculated. In asociety claiming 
to be modem, the citizen is precisely the 
figure that can demand rights. Working within 
the language of rights and of secularism that 
creates the citizen, feminists implicitly 
accepted that caste and community represent 
that which is backward, pre-modem. In direct 
contrast with this denial of caste and 
community is the fact that in the nationalist 
period it.self. ‘woman’ in India had acquired 
the markings that made her Hindu, urban, 
upper-caste and middle-class.^ Overa period 
of time, through processes of consolidation, 
these specific markers become invisible, and 
this norming of the woman comes to be seen 
as natural. Only the normed woman can lay 
claim to being truly ‘Indian’. 

As a result of this historical trajectory, 
there have been elisions of two kinds. One, 
the feminist concept of ‘gender’ which was 
introduced to refer to the differential 
socialisation of sexes and to systemic and 
relational inequalities, now signifies only 
the female sex. Consequently, gender 
differences that arc linked to the differences 
of class, caste, culture, community, etc, are 
overlooked in order to construct a universal 
feminist subject in the image of the secular- 
modem. Second, principally as a consequence 
of the obscuring of community and caste us 
dimensions of the gender question, the 
women ’ s movement today has not developed 
the analytical tools to distinguish between 
patriarchies or to relate to the specificity of 
historical conjunctures. Therefore, it is lorced 
to equate the patriarchal a.sscrtions of the 
majority Hindu community with that of the 
minority Muslim community and adopt a 
similar stand of denunciation in relation to 
both. The enasiirc of factors that allow for 
critical distinction between these patriarchies 
is made possible by an approach that 
privileges an cssentialist understanding of 
woman. 

Essentiamsing Women: Privieeging 
Biology? 

It is a fact that the women’s movement, 
as it has developed historically in India as 
well as in the West, has found it difficult to 
acknowledge difference and plurality. This 
has largely to do with the manner in which 
the problem of women’s subordination was 
figured for, and by, the women’s movement. 
One of our main objectives in the movement 
has been to tight discrimination against 
women; a di.scnmination that is often, in the 
discourse of patriarchy. sought to be justified 
on the grounds of biological difference. In 
the process of resisting discrimination within 
this already existing framework, certain 
strands within the women’s movement have 
implicitly endorsed the universality of 
woman’s identity. As a result, significations 
around biology are placed in the realm of 


the uniform, the mttural and the unchangeable. 
This approach appears to discount the fact 
that women are subordinated not simply 
because of their biological difference but 
due to the cultural meanings of that difference. 

In contrast to (his bioiogistic analysis is 
the position that focuses on social and cultural 
significations of femininity. 'This position 
seems to valorise the category of gender over 
other categories such as community, caste 
or class. Therefore even as the stress is on 
the social construction of the category of 
‘woman’, a commonality across caste, class 
and community is assumed, suggesting 
thereby that the unwitting point of reference 
is perhaps an ahistorical and decontextualiscd 
notion of the body. The necessary insistence 
on the stK'ial and cultural designation of 
femaleness, when made in a purist fashion, 
dc-emphasises all other markers of identity 
but gender, and paradoxically lapses into the 
very biologism that it denounces.-' The 
biological identity of the woman therefore 
seems to be privileged even by those who 
would accept that ’woman' i.s madu. not 
born. 

There has been a great deal ol feminist 
work that has contested attempts to 
csscntialise women. Given the complex 
historical processes by which cssentialist 
notions have become established, there is no 
quick and easy way of sidc-.stepping them. 
Hence, even those who attempt to critique 
csscntialism find thcm.selves veering close 
to It. Two kinds of culturalist arguments, 
which have the appeal of thccommon.scnsical, 
in effect consolidate the notion that biological 
description and diftcrence is at the root of 
women’s problems. The implication is that 
class, caste and community only tangentially 
contribute to configuring woman’. One 
argument is that irrespective of the 
specificities of the context or the cultural 
meanings attached to bodies, women as a .sex 
are more oppressed in all cultures, albeit in 
varying degrees. Another argument is that 
with the global spread of capitalist culture, 
different politico-cultural contexts are being 
represented as the same, and therefore the 
cultural specificity of women’s lives may 
nut retain their significance. 

The logic of these two arguments seem so 
powerful that we are forced to conclude that 
what women need is a singular and 
universalisabic set of uniform laws. The 
notion of ‘woman’ today also derives from 
global articulations of the woman's question. 
Recent international conferences, such as 
those held at Cairo (1994), Vienna (1994) 
and Beijing (1995), have focused on issues 
of human rights and women's rights. The 
apparent existence of similar concerns across 
the globe gives credibility to the local 
struggles by women’s groups and human 
rights’ groups. These international initiatives, 
however, have al.so have a contradictory 
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kind of impact. The homogenising impulse 
.of the global articulations have obscur^ the 
specificities of micro-level situations. The 
ripple-effect created by the globalisation of 
women’s rights has carried with it a 
conception of justice which is static and 
singular corresponding to the perception of 
woman as a universal category. 

By focusing on discriminations that women 
universally face, these formulations also 
make a strong plea for retaining the unity 
of the women's movement. Whilenot refuting 
the fact that the claim of unity has indeed 
energised the women’s movement, fhe 
context in which this value is loday upheld, 
for instance in the Indian context, needs to 
be examined. When wc contend that it is no 
longer possible to theorise gender’ as a 
homogeneous category, our intention is not 
to undcnninc the women’s movement but in 
fact to strengthen its clforts by working for 
a rethcorising ol ihc concept of gender iisclf. 
Wc propose lliai by treating gender 
suboidmation as .siruetiirally similar to caste 
and community-based subordination linsiead 
ofimplying that the fn st is somehow primary 
- pci hiip-. biological - and Ihc rest are cultural 
Ol soc.al) we can begin b> rcthcorisc 
gender away from bioUtgy and into the 
realm of .social signilicalion. Theapproaeh 
which claims Ihat women “also” belong 
to a particular casto-class and community 
posits a lacilc distiiiclum between 
categories that does not really help us 
understand questions of gentler as they 
exist in our everyday world. 

In their preoccupation with unity, many 
in the women’s movement seem to be 
regarding as willully disruptive any attempt 
to raise questions relating U> identities other 
than apparently biological ones. We refer 
here to those who continue to insist on the 
pure category ot “gender” justice. We would 
argue that (hc.se dissensions within the 
women’s movement need to be seen as 
positive upheavals that will help feminists 
analyse the manner in which women are 
formed through multiple sources of self- 
dcscriplion. Tlic existence of these multiple 
identities also ic.sults in diftoientiul notions 
of justice which perhaps cannot he easily 
squared with Ihc singular conception ot justice 
that the women’s movcntcni has been 
working with. 

Contraiy' to the apprehensions lhat diflcrcnt 
conceptions .of justis'e or the means of 
attaining it will lead to political confusion 
and a paralysing relativism, wc feel lhat 
efforts to appreciate these differences can in 
fact make us more alert and sensitive to Ihc 
various claims for ju.stice that arc emerging 
from different sections of our society. We 
need to investigate more carefully what we 
are claiming in the name of gender justice 
and what it entails. We also feel lhat however 
risky and difficult the enterprise may be. 


loday we need to question the notions of 
‘secularism’ as well as ‘rights’ - notions that 
once promi.sed emancipation for women.^ 
Given the present impasse that faces the 
women’s movement, a critical rethinking of 
these concepts may yield a way out of the 
crisis that the UCC debate represents. 

Political Nature of UCC Debatt; 

It is perhaps a sign of our times and a 
consequenccofaclivisi spaces being rendered 
problematic that the fight against injustice 
to women is today being totally collap.scd 
into Ihc question of law and legislation. 
Increasingly, the manner in which the issue 
of justice for women is being framed implies 
that the modem legal system is the principal 
site where feminist intervention can take 
place. Furthermore, and significantly enough, 
it is being .seen as Ihc only site where is.sucs 
of justice may be articulated. A lot of effort 
is therefore ftxtuscd on using legislation and 
law itself to solve the diverse problems of 
women. 

The increasing validation in recent limes 
of the role of law in ensuring gender justice 
can perhaps he traced to certain legal 
pronouncements which themselves 
established an equation between gender 
justice and law. The rulings in the 1985 
.Shahbaiio case (where a divorced Muslim 
woman was granted maintenance by the court 
in a gesture which laicrcamcln he recognised 
as anti-Muslim, leading to the withdrawal 
by Shahbano of her court-petition) the 1994 
Tilhari or triple talaq judgment (where the 
ruling on a land ceiling case involved the 
assertion that a Muslim man - who was 
claiming exemption from the ceiling on 
account of his having divorced his wife 
according to the .Shariat law of triple talaq 
- was not really divorced hecau.se the court 
did not recognise Shariat law), and Ihc 1995 
SarlaMudgaIcasc(whcrc three Hindu wo men 
had petitioned the court that their husbands 
had entered into bigamous marriages after 
conversion to Islam, and where the court 
ruling vindicatedtheir plea by invalidating 
the .second marriage and holding the Muslim 
personal laws responsible for “open 
indiicemcni” to Hindu husbands) offer 
examples where the judiciary has seemed to 
assert itself on behalf of women. 

The loicc of these declarations of the legal 
system have the effect, although in a rather 
circular manner, of once again legitimising 
the dominance of the judiciary. While many 
feminists have criticised the court rulings for 
their anti-Muslim bias, they seem to have 
accepted the underlying assertion that Ihc 
solution to women’s problems can be found 
within the legal system. The corollary of this 
assertion is: if women loday continue to have 
problems it is only because the legal system 
has not been adequately pressed, in spite of 
its willingness, to address the women’s 


question. Such a formulation suggests a neat 
separation between the legal system and other 
social institutions. The promise is of a set 
of gender-just laws that will ensure justice 
for women, bypassing a whole network of 
relations within which women function. It 
is precisely the setting aside of these inter¬ 
related issues which make possible the 
reduction of the numerous questions that the 
UCC debate has raised to a single one, that 
of law. 

In this context wc need to remind 
ourselves that Ihc questions thrown up by 
the UCC discussion arc aclualty political. 
In fact, we might argue that the issue of 
the UCC has contributed in a major way 
to our sense of discomfort with categories 
of political theory in India today. Concepts 
such as ‘citi/enship’, ’.secularism’, 
‘modernity’, ‘community’, ’identity’ and 
even ‘women’s movement’ have come in 
for a new round of questioning in the 
wake of the UCC discussion. And these 
arc issues relevant not just tor gender 
analysis but for analyses of other kinds 
as well - class, caste, democracy, etc. To 
ignore these questions and to interpret 
and respond to the current crisis merely 
as a legal one that can be resolved by 
drafting laws or setting up a common code 
is to short-circuit these questions at our 
peril. 

The uncase with existing political and 
juridical concepts and institutions; the sense 
that wc arc up against contradictions that 
make it tricky to continue with the old 
certitudes; a whole new generation of claims 
to equality and justice that arc emerging: in 
sum. the political issues that arc being raised 
by the UCC controversy, it would seem to 
us, are critical aspects of the situation that 
Ihc women’s movement finds itself in today. 
Given this .situation the ntovemenl is faced 
with two options - and these 0 |iiions also 
reprc.sent the faultlines that have appeared 
in the wake of the recent UCC demand. 
Those who consider gender justice a.s 
.something for which wc have been fighting 
for .several years, and therefore sec it as by 
and large a known entity, feel that we must 
demand legislation that will assure justice, 
incommon, for all Indian women.They want 
to ensure that the common laws will be 
discu.ssed and drafted by .secular feminists 
and not by a communal organisation such 
as Ihc BJP. 

On the other hand, those - like us - who 
feci that given the new que.slion$ that confront 
the women’s movement, it is ill-equipped at 
this point to decree on gender ju.stice, argue 
lhat the call for legislation is nut merely ill- 
timed, it is hegemonic. This is because (i) 
it simply reaffirms a feminist subject 
(feminist, rather than simply female, because 
the subject lhat will be affirmed in laws lhat 
will be drafted at this point is one radicalised 
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by tte feminist movement) whose upper* 
caste, Hindu norming has been put at issue 
both by the dalit movement and by the anti- 
Muslim nature of the call for the UCC; (ii) 
it refuses to confront or work through the 
tricky issues that today attend key political 
and juridical concepts such as citizenship, 
secularism, the family and so on; (iii) it seeks 
to draw on the force of the law and the power 
of the state to subdue new political claims 
to egality and justice. 

Laws that unproblematically embody 
familiar notions of gender justice will 
exacerbate divisions among women, and 
between the women's movement and other 
oppressed and marginalised groups. 
Legislation cannot be a substitute for 
democratic politics. Further, to resolve in 
terms of the law what is in fact a political 
conflict is to invoke the law only in the 
service of the state. 

The problem with the current demand for 
legislation is that solutions are being sought 
within the existing logic and dynamics of 
law. Attempts are being made to bring about 
justice for women either through piecemeal 
changes in legislation or through a totally 
revamped set of laws. Though the modem 
approach to law requires that it be regarded 
as secular and democratically instituted, in 
their demand for a common code even 
socialist feminists seem to regard the law as 
having a sort of transcendent efficacy. What 
is ignored here is the cultural or ideological 
ground that provides the basis for the law 
and determines the actual working, not only 
of laws but also of legal institutions, practices 
and personnel. Also ignored are the larger 
“extra-legal" contexts -c g. of everyday life, 
of media reportage and analyses - within 
which jurisprudential conte.sts and the pi ocess 
of adjudication takes place. Many of the 
conflicts that confront us today are conflicts 
about the terms, the assumptions, the logic 
and indeed the political force and orientation 
of our ideological ground. They cannot be 
resolved by simply rcinvoking the certitudes 
of this ethico-political ground. 

For example, the culture of law derives 
from and also shapes, as we have been 
suggesting in different ways, the processes 
by which citizenship is historically 
conceptualised, institutionali.sed and normed. 
Ail these determine who can be the bearer 
of rights. One of the major achievements of 
the feminist movement was to expose the 
patriarchal nature of citizenship. Yet today, 
it is clear that when women claim rights as 
women, they have often to do so in such a 
way that. markers of class, caste and 
community become invisible; otherwise 
when the markings of one who does not fit 
the norm becomes revealed, she cannot any 
longer claim her rights as female citizen 
without in turn allowing her caste or 
community to be singled out for attack.^ 


Shahbano could claim maintenance as 
woman,but inthc very grantingofher petition 
she stood revealed as Muslim. 

Any number of cases will show that it is 
not everyone that the law will recognise as 
the bearer of rights. What sorts of assertions, 
then, is the law equipped to hear? What kinds 
of conduct or behaviour will the law permit? 
What sort of language will it allow? How 
does the law regulate all these, and how is 
this related to the obtaining of justice? Those 
of us who have had to deal with the judiciary 
in any way will recognise that these questions 
have some obvious answers. Take the recent 
case in Rajasthan of the 'sathin' Bhanwari 
(a poor lower caste woman who through her 
work for the WDP programme had protested 
against child marriages). Her accusation 
against the wealthy upper caste men who 
raped her was dismissed by tlie court as 
going “totally against Indian culture”. The 
defence coun.sel had argued that since one 
of the accused was a brahmin, he could not 
have raped a lower caste woman. 1'hc judge 
agreed, and added in the verdict that an 
"innocent, rustic man” brought up in the 
‘Indian culture’ would not .stoop so low as 
to indulge in “evil conduct”. Hence it had 
to be the victim, Bhanwri, who was 
‘abnormal*. The establishment of the 
accuser’s abnormality by the judiciary 
automatically absolves the accused from 
guilt. 

As far back as the Mathura rape ca.se, 
around which the women’s movement 
mobilised in the late 1970s. it was evident 
that the legal system could recognise as the 
bearer of rights only one that it denned as 
a chaste and virtuous upper caste-class 
woman. Any other kind of woman ran the 
risk of being designated as a pro.stitute, and 
not entitled to redress from the court’s ruling. 
Although rape law does not come under the 
purview of personal laws, the rulings in rape 
cases should alert the women’s movement 
to the ways in which culture and ideology 
determine the interpretation of law and the 
nature of what is regarded as justice. 

These examples draw attention to the 
conflict between class/caste/community and 
gender identifications which can only be 
grasped when wc consider the entire process 
of adjudication as governed also by the 
culture of law. Ethnographic studies of 
adjudication expo.se many other issues that 
emerge from this ideological ground on 
which law.: are drafted, interpreted and 
enforced (Mukhopadhyay forthcoming]. 
When citizenship is invoked as an abstract 
category - which is what a common civil 
code seeks to do - the workings of this 
culture are driven underground. 

If we look back on the experience of the 
women’s movement, it seems clear that 
feminist interventions in this broader ter- 
litoiy have had far more effect on popular 


understanding of legal issues, the legal 
process and the form of judgments, than 
changes in the law have ever achieved. 
Interventions in the culture oflaw, we suggest, 
opens up new questions for us to addre.ss, 
while attempts to add laws only serve to 
close off questions even before they can be 
asked. 

Multipucity of Laws: A Problem? 

The anxiety that underlies the discussion 
about the UCC is not just regarding the 
blatantly sexist natuieof laws. The overriding 
fear of a large section of the women’s 
movement seems to be that women’s access 
to justice is hindered by the existence of a 
multiplicity of laws. Consequently, many 
groups believe that a single set of gender- 
just laws will resolve women’s problems 
within the legal system. Even groups such 
as WGWR which support optionality 
(between separate personal laws and a 
particular set of secular civil laws that 
supposedly have gender justice in.scnhcd in 
them) endorse the demand lor a single set 
of universally applicable laws. The personal, 
laws arc then sought to be prc.ssurcd into 
approximating the ‘secular’ model. This 
conception tits in neatly with the modern 
legal system whose very stiuctiiring prevents 
It from envisaging a heterogeneity of laws. 
The common sense of law regarding an 
unquestioned and authoritative homogeneity 
makes the very idea of a multiplicity of laws 
seem ridiculous. 

A politiciscd/historicised understanding 
of law reveals that the modem legal system 
has evolved as one ot the strategies of the 
state toorganisc relationships of power within 
its boundaries (and also to demarcate tho.se 
boundaries themselves - as through the 
question of citizenship, etc). The ahstuct 
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concept of justice is linked to the liberal 
notion of the state. The developmmt of law 
is connected to the discourses of progress 
and modernisation which aim at shaping and 
re-forming the citizen. The unilinear con¬ 
ception of progress and modernisation 
necessitates a single system of law which by 
its very conceptualisation excludes the 
interests of some sections while serving that 
of others. Interestingly, the legal system 
which is seen a.s an arm of the state (and 
therefore concerned with constitutional 
matters, belonging to ‘political society') 
constantly intervenes in the supposedly non¬ 
political civil society to which the “pre- 
modem'' customary laws are relegated. 

The existence of different sets of personal 
laws, a legacy of colonial rule, are generally 
perceived as an anomaly within the Indian 
legal system. The majority opinion is that 
it is largely aquestion of time before separate 
personal laws can be done away with. This 
is often the stand even of those who believe 
that there should be “reform within 
communities”. The legal recognition of the 
personal laws notwithstanding, judicial 
pronouncements, such as the one in the Sarla 
Mudgai case, that denounce the existence of 
different laws lor different religious 
communities have caught the attention of a 
wide range of gioups. A large section of the 
media and the hindutva forces have sought 
to emphasise the ‘truth’ of the.se pronounce¬ 
ments. More cau.se for concern is the fact 
that the left and some women’s groups too 
have implicitly conceded the logic of these 
denunciations by themselves offering to 
draft a common set of laws, as evident in 
the initiative ot the groups that organised 
the workshop to draft laws at Bombay in 
May 1996. 

It is important to note that the tension 
today is built around the different meanings 
of the very concept of personal laws. The 
point that often gets missed is that though 
personal laws were recognised within the 
Indian legal system as a result of the colonial 
policy of non-intcrferencc in religious 
matters, the meanings attached to personal 
laws have been historically changing. They 
have been perceived differently at different 
times by the media, the judiciary, the personal 
law boards, the right wing force.< as well as 
the women’s groups themselves. A historical 
study of the responses of these different 
groups to discussions about codification of 
laws in 1936, ■195.5-56, 198.5-86, and 1995, 
for instance, would amply demonstrate the 
shifts in positions. 

The women’s movement seems to face an 
impasse today because, among other things, 
it is constrained to work within a system that 
recognises only singularities of law and 
justice. Moreover, the dominant notion of 
gender justice (over and above other notions 
of justice) today obtains from the hindutva 


logic which characterises Muslims as 
unchangeably pre-modem. The hindutva 
agenda as electoral rhetoric may have ceased 
to be effective, but hindutva common sense 
has become well entrenched - culturally as 
well as institutionally. 

The women's movement, which is normed 
as urban upper caste and Hindu, has also 
given tacit support to the hindutva arguments. 
As Plavia Agnes has pointed out, certain 
issues (such as polygamy and maintenance) 
tend to be highlighted by the women’s 
movement as the problems of Muslim 
women, but the problems of the upper 
caste Hindu women (regarding proof of 
marriage and dowry, for instance) arc 
characterised not as the problems of Hindu 
women but as women’s problems [Agnes 
1994]. As a result of the spotlighting of 
Muslim identity in the instances that the 
women’s movement has taken up, the Muslim 
man has become marked as the archetypal 
oppressor and therefore as the legitimate 
target of feminist anger. This response is 
dangerously close to the BJP’s charac¬ 
terisation of the situation as well. 

The women's movement today often finds 
itself, on a number of issues such as those 
of legal justice, anti-obscenity campaigns, 
etc, on the same side as (he BJP. We need 
to reflect on why this con vergenceof positions 
has come about. The BJP version of 
modernity has popularised a model of 
emancipation and justice for women that 
partly borrows from the women’s movement 
but derives predominantly from an ethico- 
moral and political conception that is 
acceptable to the upper caste, middle class, 
urban Hindu woman. The existing culture 
of law therefore hegemonically designates 
alt other notions of justice as barbaric and 
primeval. Attitudes towards marriage, 
divorce, property rights, adoption or other 
aspects that arc a part of the personal laws 
are judged by the yardstick of a notion of 
justice that is not easily separable, in the 
present communal context, from the hindutva 
one. 

In making an appeal to a secular model, 
certain analyses from within the women’s 
movement seem to be suggesting that the 
state and the judicial system are truly secular 
and that the hindutva formulations regar¬ 
ding nation, community or gender are alien 
to these institutions. Tbe judiciary is seen 
as ‘neutral’, even vis-a-vis the state. Even 
complaints about ‘bad judgments' bear out 
this authority we grant the legal system. 
Instances of support to the hindutva ideo¬ 
logy by the courts arc seen as exceptions 
to the norm of integrity and impartiality 
that the state and the judicial system 
represent.* 

In our efforts to confront the influence of 
hindutva common sense, we also need to 
recognise that the notion of secularism that 


was invokedbyus in the 1970s and the 1980s 
is no longer a viable onc.^ Moreover, hindutva 
notions are not only a part of the the legal 
processes through which the abstract figure 
of the citizen is formed but is a part of the 
common sense of the women’s movement 
as well. 

In response to the challenge of the crisis 
posed by the UCC debate, we will have to 
envisage different sorts of interventions, not 
all of them in the traditional realm of the law. 
As we have pointed out, the women’s 
movement has been involved in earlier cases 
where we worked in the domain of the culture 
of the law and were able to investigate and 
open out the formation of the subject of law, 
criticise legal concepts and procedures, effect 
changes in the popular understanding of the 
issues involved, and broaden out the whole 
issue of gender justice. 

To give just a few examples: in the Mathura 
and Rameeza Bee rape cases, we were 
successful in breaking the hitherto ‘‘natural" 
connection judges made between rape and 
the past sexual history of the victim; in the 
Net-Oen(injectablecontraceptive)campaign 
where science was invoked as a powerful 
mode of control over women, feminists 
showed through their legal and other 
interventions that the drug had a political 
protllc, not simply a technological one; in 
the innumerable dowry death cases taken up 
by the women's movement, what we have 
shown up is the precariousness of marriage 
as an institution, so much so that many parents 
today are willing to acknowledge that their 
daughter has a right to give upon the marriage 
when conditions become unbearable, in all 
these different cases, regardless of whether 
or not we obtained new legislation, we made 
possible a rethinking of what justice for 
women might involve. 

Drawing on this experience, we should 
carefully plan our strategics in the present 
historical conjuncture so as to address the 
different kinds of political conflicts that 
have emerged. If we simply ask for new 
legislations for women, we are reducing major 
political issues to those the law should resolve. 
While continuing to engage with the law in 
terms of filing wnt petitions and public 
interest litigations, challenging benchmark 
cases, etc, we need to radicalise that engage¬ 
ment by questioning the common sense about 
gender justice that often informs such 
initiatives. 

Notions of justice and rights do not merely 
arise from the legal system, just as the culture 
of law is not restricted to the courtroom. 
Consequently, feminists need to engage not 
only with the formal procedures of the courts 
but also with processes of conflict resolution 
that exist outside the established legal domain, 
such as those initiated by caste panchayats, 
forums of religious communities, and the 
informal adjudicatory processes which exist 
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in families and different kinds of com¬ 
munities. We in the women's movement 
must remind ourselves that intervention in 
adjudication covers a wide range of loca¬ 
tions, including the intluentiat one of print 
and electronic media where discussion of 
case-related issues often shape the extra- 
legal contexts which influence Judicial 
pronouncements. 

We have been arguing that we need to 
rethink the women’s question and rework 
our notions of gender justice in the light of 
contemporary political developments. In 
emphasising the political nature of the UCC 
debate, we are demanding no less than a 
reconceptualisation of our political and 
legal institutions, in such a way as to make 
them more responsive to diverse claims for 
justice. 

Notes 

[This paper has been prepared by the Anvesht Law 
Committee in the context of the current debate 
on Uniform Civil Code.] 

1 For on analysis of the aiicmpis by the Indian 
women's movement to bring about legislative 
reforms, sceFlavia Agnes, ‘Protecting Women 
against Violence?:Review of a Decade of 
Legislation, 1980-89', Economic ami 
PiMlical WeeUy.XXVILl.StApril 11.1992). 
WS 19-3.^. 

2 See in particular UmaChakravaiti. 'Whatever 


Happened to the Vedic Dost?: Orientalism, 
Nationalism and a Script for the Past' and 
f^haChattetjee, "The Nationalist Kesolution 
ofihe Women'sQuestion' in KumkuinSangari 
and Sudesh Void (eds). RecwtUuft Women: 
Exxiiys in Colonuil History (Delhi: Kali for 
Women, 1989) and the introduction to Susie 
Tharu and K Lalila (eds). Women Wrilinn in 
/iii/io:600BCio ilie Present, Vol II, New York 
Feminist Pre.ss. 1993. 

3 See for example Kumkuin Songari, 'Politics 
of Diversity: Religious Communities and 
Multiple Patriarchies', fcoMo/tm anil Political 
Weekly XXX:51 (December 23. 1995), .3287- 
33l()),and XXX:52 lieccmber.lO. 1995), 3381 - 
3389. 

4 For a cnliquc of ‘rights' see Susie Tharu, 
"Slow Pan Left: Feminism and the Problematic 
of ‘Rights'" in Ja.sodhara Bagchi (ed). Imliaii 
Women: Myth and Reality, Orient Longman. 
Hyderabad. 1995. 

5 For a further elaboration of these aiguments 
see Susie Tharu and Tejaswini Nironjana, 
‘Problems for a Contemporary of Gender'. 
Social Scientist. Vol 22, Nos 3-4 (March-Apnl 
1994). 93-117. 

6 For an instance of this manner of analysis, 
sec Brenda Cossman and Ratna Kapur. 
'.Seculansm: Benchmarked by Hindu Righi'. 
Economic and Political Weekly. XXXI.38 
(September 21. 1996), 2613-2630 

7 For a recent critique of the use of 'secularism' 
III India, see Partha Challerjce, '.Seculansm 
and Toleration' Economic and Poliitial 
Weekly, XXIX:28 (July 9. 1994). 1768-77 
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REVIEWS 


Reforms in the Balance 

A Vaidyanathan 

India’s Economic Reforms 1991-2001 by Vijay Joshi and 1N D Little; Oxford 
University Press, Delhi, 1996; pp 282 including Bibliography and Index, Rs 395. 


THE economic reforms initiated in 1991 
continue to be the focus of controversy and 
debate. The main features of the reform are 
well known. So is the fact that the progress 
of its different elements has been uneven; 
that the momentum has slackened; and that 
it has generally fallen short of what was 
originally envisaged. Much has been, and is 
being, written on particular reform measures. 
But there are few comprehensive assessments 
of the rationale, articulation and 
implementation of the package as a whole. 
The btHik under review belongs to the latter 
genre and deserves .serious attention for 
several ieu.sons. 

Joshi and Little arc noted and widely 
regarded for their scholarly contributions on 
.several aspects of the Indian economy. Even 
as thc^/ assess the strength and weaknesses 
of spccitic measures and offer suggestions 
for improvement, the interrelations between 
different elements of reform and the extent 
to which success of one set of measures is 
contingent on measures in other areas are 
highlighted. This leads them to emphasise 
the need for gradualism. The assessment is 
explicitly based on their acceptance of the 
market economy model based mainly on 
private ownership and a minimum of direct 
government involvement, or even inter¬ 
ference. in production and trade. At the 
same time, the need for effective public 
legulatioti in several areas of the economy, 
and the responsibility of the government to 
ensure a minimum living standard to the 
poorest segments arc also an cs.scntial part 
of thcirconception o> the desirable economic 
regime. 

Reducing the H.scal deficit to a sustainable 
level as an essential prerequisite to restoring 
macro-economic stability is among the central 
concerns of the relorm. This perception 
finds strong endorsement in this book. The 
centre’s efforts to contain the fi.scal deficit 
is considered to be a moJerate success. 
However, the quality of the adjustment - 
achieved not by increasing public savings 
hut by reducing public investment expen¬ 
diture - is worri.some. The level of deficit 
is ‘unsustainably large’: inilation rate still 
too high. The authors warn that the future 
of reforms in many other directions “...will 
be endangered indeed brought to nought by 
the continuing failure to grew up to the 
macro-economic equilibrium’’ (p 249). ’The 


attempts at rationalising the tax system - 
reducing rates and simplifying their structure 
-arecommended but judg^ to be inadequate. 
The need for strict lax enforcement is also 
emphasised. With all this tax revenue 
increases alone cannot take care of thedcficit. 
Containment of expenditures - and 
particularly on subsidies and salary bill of 
government employees- is therefore crucial. 

Most of the discussion relates to the centre. 
The treatment of the states’ problems is both 
brief and perfunctory. The near constancy 
of the fiscal deficits of states has been 
accomplished essentially by squeezing 
development expenditures. The share of the 
states in approved public .sector plan outlays 
has steadily declined over the years, the 
decline in actual outlay.s being even greater. 
This expenditure .squeeze has impeded 
expansion of basic social services and 
infra.structurc and in turn adversely affected 
growth in other sectors. There is insufficient 
recognition that .states arc not autonomous 
entities and that their finances arc strongly 
conditioned by the centre's policies. 

'I'he dismantling of quantitative restrictions 
on foreign trade, simplification of tariff 
structoru. reduction of tariff levels and a 
more welcoming attitude to lorcign 
investment during the last five years add up 
to a significant improvement in the foreign 
trade and investment regime. However Joshi 
and Little sec the need for further relaxation 
of export restrictions (especially on 
agriculture and animal products); a faster 
reduction of tariff levels to a uniform 10 per 
cent on all imports, progressive liberalisation 
of consumer goods imports and phasing out 
of special export promotion schemes. 

They however recognise that the pace of 
tariff reduction depends on the speed of 
fiscal reforms on the side of both expenditure 
and taxation. 'The nature of the interrelations 
between fiscal, monetary and foreign 
exchange management is well brought out 
in the discussion. More importantly, while 
favouring full convertibility as a desirable 
ultimate objective, a preciptatc move in this 
direction is .teen to be undesirable. Financial 
investments are apt to be destabilising partly 
because they may lead banks to take up 
ri.skier investments and hence result in 
deterioration in the quality of their poilfolio. 
And partly because of the consequences of 
short-term liquid funds being invested in 


long-term, less liquid assets. The nsks are 
the greater in a situation - as in India - where 
the regulation apparatus is weak. 

The lack of adequate regulation, it is noted, 
clearly played a major role in causing financial 
crises in several liberalising countries, 
especially in Latin America. Putting in place 
a strong and effective system of supervision 
over financial institutions with clearly defined 
rules about income recognition, provisioning 
and portfolio concentration, audit and 
disclosure requirements, is therefore essential 
for successful liberaii.sation of the financial 
sector. The steps taken by the government 
of India in this direction are commended but 
judged to be inadequate. 

With an effective regulation system, it is 
argued, there is no justification for directed 
credit (except in very special, clearly 
identified cases), subsidised credit or 
regulation of interest rates. Privatisation of. 
public sector banks and allowing new private 
banks are advocated as being essential to a 
competitive and healthy financial system. 
These desirable reforms cannot however be 
viewed in isolation. Their success is 
contingent on the progress in .setting up the 
regulatory system, in creating a widespread 
and efficient market for financial instruments 
and containing the fiscal deficit. Deregulation 
of interest rates without measures to reduce 
the fcscal deficit can destabilise the budget. 
Withdrawal of the RBI from the primary 
market for public debt cannot be 
accomplished without reducing the public 
sector's dependence on borrowing and a 
more efficient market lor debt instruments. 
The counsel is for gradualism in reform, 
making sure that different elcmcntsof reform 
are carried out in tandem. 

Progress in dismantling of controls on 
domestic industry, along with import 
liberalisation and tariff reform is .seen as 
significant but again inadequate. The authon 
.see no rca-son why consumer goods imports 
should be restricted; and would like to see 
tariffs lowered much more than they laive. 
Legal impediments to closure and 
restructuring of uneconomic enterprises are 
still numerous and pose serious problems. 
Disinvestment of equity in privatisation of 
public enterprises is strongly commended 
but the authors are sceptical whether the 
present disinvestment policy will accomplish 
much unless the private sector is allowed to 
acquire majority shareholding and the 
freedom to rcstrucure the cnterpri.ses. 

The brunt of their attack is on public 
enterprises which arc inefficient and cause 
much strain on the budget. The problem of 
finding a good compromise between public 
control and management freedom, they argue 
with justification, has been settled in Itidia 
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mwe in Givour of detailed and often perverse 
political intervention than anywi^ else 
(p 178). But their assertion that the problem 
il inherently insoluble is contestable 
especially in the light of the recognition that 
“...some countries have achieved a b^ter 
compromise than others...”. Surely one 
should look at what lessons these more 
Bocoessfiil compromises may hold for India. 
For instance, subjecting public sector 
undertakings in the field of electricity, water 
and transport to independent regulatory 
authority would make for greater trans¬ 
parency in their pricing policy, reduce the 
government’s ability tod^ermine prices and 
create pressures for greater efficiency. 

Privatisation is favoured even in areas 
(like telecommunication, electricity, gas, 
water and railways) involving an element of 
natural monpoloy. They point out that 
“...iimovations in technology and better 
understanding of the problems has made it 
feasible for many competitcHS to provide 
services using the same network". Several 
caveats ate however entered; (1) Those 
segments of utilities - like railway tracks and 
transmission networks-which areinherently 
monopolies should be legally separated from 
the potentially competitive elements in 
production (eg, generation and terminal 
distribution of electricity); (2) maximising 
competition in the appropriate segments 
should be a part of the privatisation pro¬ 
gramme; and O) regulation of monopoly for 
ensuring safety and environmental health is 
necessary. Th^ go on to add "... however 
much competition can be engineered, the 
need for regulation will remain even if core 
monopoly activities ate not privatised. There 
should be a separate regulatory authority for 
each industry, independent of government 
and the regulated industry, and information 
regarding the industry’s performance as well 
regulators’ reports made available in the 
public domain”. 

The criticisms of the recent attempt at 
attracting private investment in infrastructure 
are well taken. The criteria and procedures 
for negotiating the terms of such investment 
leave much to be desired. In many key areas 
(power, road, ports) regulatory arrangements 
simply do not exist. The design of appropriate 
regulatory regimes have not even been 
thought through. These aspects, one would 
think, deserve as much attention and emphasis 
as privatisation. 

Recognising that fiscal stabilistaion 
measures could have - and in many other 
countries did have - adverse effects on the 
poor, Joshi and Little devote a whole chapter 
to examine whether this has in fact happened 
in the case of India. These effects arc due 
in part to the deflation of the economy in 
the wake of fiscal adjustment and in part to 
reduction of subsidies and of outlays on 
basic social services and poverty alleviation 


programmes. They note dial in the Indian 
case, after an initial sharp dip, the growth 
rate has quickly recovered to levels reached 
in the 1980s. If nevertheless rural poverty 
levels rose in 1990-91 and 1992-93 - as the 
NSS data suggest - the explanation is seen 
to lie in the relatively poor performance of 
agriculture. 

They make the valid point that in assessing 
the impact of the reform, it is important to 
make a clear distinction between st^ilisation 
measures and structural reform. While the 
former may have adverse effects on the poor 
initially, succe.ssful structural reform should 
benefit the poor in the long run by raising 
the overall rate of growth and stimulating 
more labour-intensive forms of production. 
How significant and rapid this impact will 
be is debatable. Little and Joshi, wisely, do 
not make any prognostication on this account. 

In any event, they see poverty alleviation 
programmes as essential to protect the 
interests of the prxirest segments. Much of 
the discussion is focused on the efficacy of 
various ongoing poverty allevalion pro¬ 
grammes. That they leave much room for 
improvement is common knowledge. The 
policy of subsidised supply of food and other 
essentials through the PDS is criticised as 
both costly and ineffective. They would prefer 
employment programmes and s<x;ial security 
for those who cannot or should not be 
employed. They ai.so recommend senous 
consideration of food stamps as an alternative 
to PDS. The need to improve targeting 
efficiency and cost efiectivencss of all these 
programmes is rightly emphasised. 


Much of what Joshi and Little have to say 
may not be new; but they do present a 
consistent and well argued case feu' their 
viewpoint. Their arguments however are 
incomplete and contestablein sonic important 
respects. The treatment of agricultural 
subsidies in a ca.se in point. That subsidies 
are fiscally unsustainable and that they 
encourage wasteful use of water, fertilisers 
and other scarce inputs are unexceptionable 
propositions. However, the argument that 
subsidy reductions would be more palatable 
and acceptable if accompanied by a policy 
of free trade in agricultural products and that 
such a change would result in more efficient 
use of agricultural' resources is an 
oversimplification. 

In the first place, input subsidies do not 
benefit all classes of farm-s and all regions 
in the same degree. The likely increases in 
overall output prices will be accompanied 
by large changes in relative prices with the 
price of some crops declining and those of 
others increasing. Since the patterns of crop 
production vary greatly between classes and 
regions, the incidence of net income 
redistribution effects from higher ouput 
prices and reduction of subsidies will vary 
greatly between regions and cla.s.ses. The net 
impact on intra-rural income distribution 
cannot be asse.s$ed with much confidence, 
in these circumstances the prospects of 
getting farmers as a class to lend united 
political support to this policy arc very dim 
indeed. 

Second, given that the possibilities of 
growing vanous crops is constrained by agro- 
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cliROtic conditions and that these conditions 
vary greatly, the potential gains (via 
reallocation of land and water) in response 
to relative price changes tend to be 
exaggerated. All availableevidence suggests 
that the aggregate supply response to changes 
in TOT is low. This perhaps is the reason 
why Joshi and Little do not make strident 
claims about the growth effects of these 
reforms. 

Third, reduction in subsidies need not, and 
should not, be accomplished entirely through 
increases in the price of inputs. Since part 
of the unrecover^ costs on inputs is due to 
inefficiency in their production and 
distribution, measures (including incentives 
and additional resources) for improving 
efficiencies on the supply side must receive 
as much emphasis in policy reform. Improved 
efficiency and quality of .service of the public 
systems would moderate the extent of price 
rise needed to break even and make them 
more acceptable to consumers. (The more 
so if measures arc taken simultaneously to 
facilitate more efficient use of inputs in 
ugriciilturc.) 

Pri vatisation and market competition could 
be effective in some cases (e g, fertiliser and 
credit). But in the case of water, electricity 
and research - which arc and will remain 
mostly the responsibility of the public sector 
-efficiency improvements depend critically 
on internal restructuring of public .systems. 
The principal ingredients for this purpose - 
autonomy, hard budget constraint, strong 
independent regulatory agcnciesand potential 
involvement of private enterprises - are all 
mentioned. While these create the 
environment and pressures for efficiency 
improvement, major changes in the internal 
management structures, procedures and 
incentive systems arc e.sscntial to ensure that 
such improvement in fact takes place. 

Joshi and Little recognise that there is 
room for improving efficiency of poverty 
alleviation as well as other programmes, but 
this aspect does not receive as much attention 
or emphasis as i* deserves. Greater 
transparency in approval and award of 
contracts for large investment projects and 
monitoring their implementation is part of 
the solution. In the case of poverty alleviation 
programmes there is much avoidable 
fragmentation (re.sulting in duplication and 
difficulties of monitoring performance); an 
excessive emphasis on loans and subsidies 
rather than ereation of physical productive 
assets: and poor targeting. There is much 
scope tor rationalisation of these programmes 
into fewer, functionally homogeneous 
categories. Greater attention to ensuring that 
spatial allocation of resources is better aligned 
with the spatial distribution of the poor and 
the unemployed rather than classwise 
targeting alone would improve the efficacy 
of targeting. The transfer of the responsibility 


for deciding andimplementing these schemes 
(and indeed all local development works) to 
democratically elected local bodies would 
make for a significant improvement in the 
quality of the programmes and their 
effectiveness. 

A third area where the Joshi and Little's 
treatment is weak relates to the problems of 
state finances. That the states contribute 
significantly to the fiscal woes is obvious. 
But the space devoted to discussing the 
problem bears no relation to its importance. 
States account for nearly two-fifths of 
government expenditure and have the major 
re.sponsibility for infrastructure. Of course, 
measures to raise more revenues, contain the 
salary bill and reduce subsidies - discussed 
at length in the context of the centre - are 
also relevant to the states. That the fornmla 
for sharing of central revenues with the states 
produces a “crazy set of incentives for levying 
and collecting different taxes” is also now 
recognised. The Tenth Finance Com¬ 
mission’s recommendation to include all 
central taxes in the divisible pool is intended 
to address this problem. The importance of 
a harmonised VAT system at the centre and 
the states, leaving reasonable autonomy to 
the .states in deciding actual rates currently 
under discussion are rightly endorsed by the 
authors. 

The discussion however shows insufficient 
awareness of the extent to which the centre's 
policies (administered prices, pay and 
allowances, indirect taxes, exchange rate and 
monetary policy) impinge on .state finances; 
the limited flexibility that states have in 
respect of development programmes spon¬ 
sored by the centre which now account for 
a substantial part of the slate plans; failure 
on the part of centre to take the states into 
confidence about the rationale and impli¬ 
cations of major reforms not to speak of 
consulting them or striving to evolve joint 
iTKasures to cope with their consequences. 

Joshi and Little argue that the centre is in 
a strong position to harden the budget 
constraint of the states (by restricting budget 
.support and market borrowing) to enforce 
greater financial discipline on the latter. But 
they arc quick to note the political con¬ 
straints on using these instruments. In the 
long run, they conclude, an overhaul of centre- 
state financial relations is needed to give 
incentives for resource mobilisation and 
expenditure control by both tiers (p 43). Far 
too anaemic and general a prescription to be 
of much use. 

Moreover many of the measures needed 
to restore fiscal stability, whether at the centre 
or the state, are subject to compulsions of 
competitive elector^ politics. One cannot 
realistically expect, nor ask for, unanimity 
of views on all matters concerning resource 
mobilisation and expenditure priorities. But 
given the gravity of the situation, a degree 


of consensus, cutting across parties and 
between centre and states on a minimal set 
of mca.sures is imperative if any significant 
progress is to be made in reducing the fiscal 
deficit. The centre made no attempt even to 
keep the states informed about its reform 
intentions, much less to initiate a process of 
forging a wider consensus during the last 
five years. The centre was not only 
remarkably reluctant to take any initiative 
in this respect but actually threw away an 
opening given by the report of a subcommittee 
of state chief ministers appointed by the 
NDC to study austerity measures. This must 
rank as one of the most serious and costly 
omissions on the part of centre incngincering 
the reform process. By contrast the 
appointment of the Pay Commission was a 
conscious act of commission despite its 
obvious adverse impact on the budget. There 
is no sign that the centre’s attitude and 
approach is about to change. 

This raises a deeper que.stion concerning 
the debate on reforms. Joshi and Little have 
done a u.scful service by looking at different 
elements ot reform; and their interrelations 
in the framework of a well defined vision 
of the desired regime. There are obviously 
differences over what the regime should be. 
Meaningful debate on the reform package 
would be facilitated if we had alternative 
visions of the desirable regime and the 
institutional ‘and policy arrangements 
consistent with it. In its absence, debate 
centres on particular policies ignoring their 
wider ramifications. 

Preceptions of reform packages arc one 
thing and determining the strategy and the 
sequence by which one moves from the 
current position to the desired end stale quite 
another. The task is fundamentally political 
inasmuch as it requires a clear understanding 
of how the costs and the benefits of existing 
arrangements are distributed among different 
clas.ses and regions, how changes in these 
arrangements would aficet this distribution 
and (hen to sec what kind of alliances and 
coalition should be promoted and in what 
sequence in order to engineer the process. 
These aspects .seldom figure in the acade‘ nic, 
or for that matter political, debates on reform. 
Joshi and Little al.su pretty much throw up 
their hands when they say: “It is obviously 
only the nature of the political system and 
its balance of forces that prevents India from 
regaining its erstwhile fiscal discipline. We 
do not know by what combination of political 
forces this deadlock is to be broken. It may 
need another crisis” (p 249). Those interested 
in getting reforms implemented cannot rest 
content with technically correct solutions; 
they need to think of the political .strategy 
as well. That this is not happening makes 
even the mild pessimism regarding the 
prospects of the reform sound far too 
optimistic. 
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Contested Nation 

A G Noorani 

The Nation, The State and Indian Identity edited by Madhushree Dutta, Flavia 
Agnes and Neera Adarkar; Samya 16. Southern Avenue, Calcutta 700026; Rs 250. 


THE editors are the moving spirits behind 
Majlis, a legal and cultural resource centre 
committed to human rights in its widest 
sense. Unlike many of the publicity-seeking 
human rights activists in Delhi, they do not 
regard it as particularly brave to stick their 
necks out to stand up for the rights of Muslims 
- 'the minority' to large sections of the 
media. (The Sikhs arc, of course, ‘a minority’ 
in their lingo.) Nor do they regard the uniform 
civil code as the only means of protecting 
the rights of Muslim women, unlike the 
Sangh parivar which, however, never sheds 
a tear when the husbands, brothers and sons 
of Muslim women are butchered by the 
parivar’s goons. Tlic Majlis is strongly for 
reform of Muslim personal law which has 
been opposed by almost all the Muslim 
politicians. The few who pay lip-sympathy 
join hands with the rest in practice. The 
Muslim Women's (Protection of Rights on 
Divorce) Act. 1986 provided a good test. Not 
one Muslim politician came up to it. 

Madhushree Dutta is a documentary film 
producer. Her film ‘I I^ive in Behrampada' 
on the nuts in that Bombay suburb won an 
award. Flavia Agnes is a lawyer and writer 
while Neera Adarkar is a designer and an 
architect who specialises in space designing 
for women and the urban poor. The pogrom 
against Muslims, in the wake of the demo¬ 
lition of the Babri masiid, prompted these 
sensitive .souls furiously to reflect. They 
organised a seminar on the theme which 
bears the title of this book. It is a collection 
of papers read there. 

'Hiree papers, sadly, could not be included 
“for rea.sons of space”. Justice .Suresh com¬ 
mented on the Bill to delink religion from 
politics, drawing from his experience of 
dealing with election cases in the Bombay 
High Court. Nalini Pandit presented a paper 
on 'Manufacturing Faith: A .Study of the 
Mass Appeal of the RSS' and examined the 
extent of women's role and the extent of their 
participation in this mobilisation. Anuradha 
Kapoor spoke of the dynamics of homogeni¬ 
sing Hindu culture through domesticating 
the epic heroes and warrior gods in her paper 
'Mahabharat in the Homes'. I1iis is mo.st 
untortunaie. Tliesc papers arc more relevant 
than at least three others included in the 
volume. 

Among the seven papers included for 
publication, thrceslandout.Thcdistingui.shcd 
historian Gyanendra Pandey's paper 
■partition and the Politics of History', Ravia 
Agnes’ on 'I'he Hidden Agenda beneath the 
Rhetoric of Women’s Rights' and Nandita 


Haksar and Gautam Navlakha’s paper on 
'The People's Movement of Self-Assertion 
in the North-East and Kashmir*. 

The Indian identity will be shaped by how 
Indians perceive their history, especially 
recent history preceding the partition. The 
stereotype goes like this - ‘They’, Muslims, 
asked for partition, got a state of 'their own’ 
and therefore live in India on sufferance or, 
more politely, ‘tolerance’. Of course, it was 
the Muslim League which propounded the 
pernicious ‘two-nation’ theory and demanded 
partition. But as Jawaharlal Nehru noted in 
his Autobiography, “many a Congressman 
was a communalist under his national cloak". 
It was not only Nehru who sabotaged the 
Cabinet Mission‘$ Plan, as is commonly 
supposed, but the entire Congress leader¬ 
ship. Gandhi himself took the lead and main¬ 
tained his opposition till the end of 1946. 
He asserted the right to “interpret” the Plan 
his own way. A close examination of his 
stand on partition, since his endorsement 
of Rajaji’s proposals, would suggest that it 
was far more complex and inconsistent than 
many imagine. 

in truth, the Congress was averse to sharing 
power. Nehru wrote as early as on December 
28. 1943 in his prison diary: “Instinctively 
I think that it is better to have Pakistan or 
almost anything if only to keep Jinnah far 
away and not allow his muddled and arrogant 
head from interfering continually in India’s 
progress”. The Mission’s Plan, based on 
India's unity, envisaged sharing of power. 

Gyanendra Pandey makes an extremely 
important point which bears quotation in 
extenso: “all hi.sto'y-writing since the 19th 
century has been nationalist history. The 
frame has been nation, nation-states, nationa¬ 
lism. There is a larger frame - of progress, 
of human advance towards modernity, and 
so on. But for the moment, the paiiicular 
division that has been accepted and will 
continue to be accepted tor a very long time 
to come as appropriate, is nations, and with 
that, nationalism. Interestingly, this is so in 
spite ot the fact that loi lO years or more 
colleagues in India and elsewhere have 
cmpha.sised the fact that nations are not given: 
they arc not automatic; they do not spring 
from the earth; they arc not eternal. A 
scholarly consensus has emerged on this 
point, and on the point that nations arc made 
in struggle and are always contested. 
Interestingly we still assume somehow that 
the Indian nation has already been made, 
somewhere along the line between the later 
I9lh century and 1947. but long before 


V * 

Paititton. The lines of our national history 
and culture had already been laid down. As 
against this. I wanttoemphasise that Partition 
is centrally constitutive, not only of Ptdtistani 
nationhood and Pakistani nationalism, 
Bangladeshi nationhood and Bangladeshi 
nationalism but also of Indian nationhood 
and Indian nationalism. That is something 
we need to think about". We certainly were 
not ‘two-nations* but, truly, anation-in-the- 
making. I n a real sense, the process of nation¬ 
building is still on. 

Nandita Hak.sar and Gautam Navlakha’s 
able analysis of the ferment in the north-east 
and Kashmir, respectively, show that the 
task is being executed none to well. Are we 
fostering a sense of belonging among the 
alienated peoples in these regions?Thc paper 
is very well documented. 

A uniform civil code is a .symbol of 
'national' unity, we are told. Even little Britain 
has two criminal law systems, English and 
.Scottish. But the Sangh parivar has its own 
agenda, it regards Muslim personal law as 
a symbol of Muslim identity. Ergo, it must 
go. Flavia Agnes exposes their cant in 
merciless detail as also the cant of Muslim 
leaders: “The women’s movement might have 
to consider other options to break the current 
deadlock on the issue of UCC and work out 
strategies which will take the initiative out 
of the hand.sof Hindu fundamentalists. While 
confronting this issue there are three options 
which have been pul forward by various 
organisations: (a) Reform within religious 
code, (b) Piecemeal legisltttions that will 
protect women's economic interests and 
provide safety against domestic violence, 
tilling the existing loopholes within matri¬ 
monial statutes. (c)OptionalCivilCode.The 
options are not mutually exclusive. It is my 
argument here that perhaps these options 
may help as a short-term strategy." Of these, 
the first is the most promising. Nothing in 
the ‘sharia’ (Muslim law) sanctions the 
wrongs to which Muslim women are 
subjected. 

All this hinges, in the last analysis, on our 
concept of Indian nationhood and the 
character of the Indtan state. This book is a 
good effort at a better understanding of both 
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SPECIAL ARTICLES 


Labour Markets, 'Aude Patterns and Workers’ 

Living Standards 

Dipak Mazumdar 

This article reviews the first three of the four parts of the World Development Report 1995 (WDR). No comments 
have been made on the last part because it was felt that the limited space given to the labour market problems 
in transition economies was simply not sufficient for an informative assessment of these problems. 

In its first part, on Labour and Development Strategy, the WDR 1995 fails to articulate and discuss a model 
of the labour market specifically applicable to developing countries. It does not give adequate emphasis on 
development policies that might improve the living standard of workers in the third world. Some basic aspects 
of the labour market scene in developing countries, like segmentation, surplus labour and the informal sector 
have just been treated as additions to the story, instead of occupying the central stage. The implicit model of 
a homogeneous labour market leads to an overemphasis on the formal sector, which constitutes only a small 
part of the labour market in developing countries. As in textbook models of a homogeneous labour market with 
an inelastic supply of labour, the conditions for an improvement of wages are seen to he increasing the demand 
for labour in the formal sector. Hence the WDR's emphasis on export growth, particularly of manufactured goods.' 
With a vast reservoir of surplus labour in agriculture and the informal sector in the developing world, the key 
to raising workers' earnings in these economies is to increa.se the supply price of such labour - and this can 
only he done with policies that augment labour productivity in agriculture. In many cases overemphasis on export 
growth might detract from this objective. 

Other aspects of export growth and labour incomes dealt with in this article include the continued importance 
of e.xports of primary commodities for developing countries, and the impact of the fall in the terms of trade of 
such products in the 1980s. The evidence of globalisation leading to growing inequa)ity in the distribution of 
incomes between regions and within individual countries nr regions is also discussed. 

Finally, the impact of labour regulation on both the formal and the informal sectors in developing countries 
is taken up. 


I 

Introduction 

THE World Development Report 1995 
I World Bank 1995; liercaftcr referred to as 
the Report or WDR) covers a large range 
of topic', in the area of employment. It 
impre.sscs by width rather than the depth of 
Its coverage. There arc four parts: 

(1) development strategy and increase in 
workers’ incoincs; 

(2) international integration and its 
implications for workers’ standard of 
living; 

(3) labour standards and the regulation of 
labour markets; and 

(4) problems of adjustment and transition. 
Section 11 of this article is devoted to a 

critical assessment of the implicit model of 
labour rriarkets within which the WDR 
operates. 

In .section III. the impact of trade, 
particularly current patterns of ‘globali¬ 
sation’. on workers’ standard of living will 
be examined. The WDR gives pride of place 
to export-oriented development strategy as 
the most effective way to raise the standard 
of living for workers around the world, it 
expounds the virtues of this strategy as the 


current alternative to what it considers to be 
the outdated and disgraced strategy of i n ward- 
looking development with state-supported 
industrialisation. In part 2 of the WDR the 
picture ot an integrated world economy, with 
countries linked by trade and factor mobility, 
is pre.scnlcd as an established .scenario of 
contemporary development. It is interesting 
to see that World Employment 1995, the first 
employment report of the International 
Labour Office [ILO1995), published almost 
simultaneously, opens its discussion with a 
long chapter on ’globalisation’ and its 
implications for employment and labour 
earnings. However, the analysis of trade 
patterns and globalisation in both reports - 
but perhaps more so in the WDR - sutlers 
from overenthusiasm about the emerging 
trends in the international economy. As a 
coasequence, some basic problems of then 
impact on employment and labour incomes 
in the developing world have been glossed 
over or not mentioned at all. 

Finally, in section IV we discuss critically 
the WDR assessment of issues of labour 
regulation. Paradoxically, of the two reports, 
it is the WDR that pays more attention to 
this set of problems. ’The ILO document 
treats the problems only briefly in the separate 


chapters on developing countries and the 
formerly socialist economics. 

The WDR discusses labour market 
problems of adjustment and transition in its 
last part. We have deliberately refrained from 
treating these issues at any length. A proper 
evaluation requires an extended assessment 
of the experience with adjustment and tran¬ 
sition policies pursued in diftcrent parts of 
the world. The WDR itself did not have 
sufficient space for suet, an exercise.’ We 
make brief rcicrcnccs to the more impor¬ 
tant labour market cxiicricnccs under these 
policy regimes at appropriate places in the 
levicw. 

II 

Labour and the Development 
Strategy 

The WDR is really concerned with the 
issues of employment rather than the 
functioning of labour markets. The latter is 
touched upon at many points, but since it is 
not placed at the centre of the stage, the 
Report is not distinguished by any serious 
consideration of the prevalent and peculiar 
characteristics of laNiur markets of deve¬ 
loping countries. This omission. which indeed 
might have been a deliberate decision taken 
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early on by the group overseeing the 
preparation of the WDR, hu.-> implications 
for some of the analyses and conclusions 
presented. In the absence ofaspecified model 
of labour markets for developing countries, 
the Report has had to fail back, time and 
again, upon a simple model to be found in 
standard textbooks. This is the model of a 
homogeneous labour market with an inelastic 
supply of labour, where demand conditions 
atone determine the price of labour (wage). 
It will be seen in the subsequent discussion 
that the possibly unconscious adoption of 
this paradigm has at several points led to 
imperfect and even misleading conclusions, 
and to an inadequte presentation of key factual 
information on the employment scene in 
developing countries. 

NoN-HoMOGbNrous Labour Markets 

The WDR begins with a .succinct dc.scrip- 
tion of labour market outcomes in econo¬ 
mies with different levels of income. The 
shift in the structure of employment from 
agriculture towards industry and services is 
well known and is re-established in Figure I. I 
on the basis of cors.s-scction data from 
high-, middle- and low-income countries. 
The figure hides some important issues in 
the differences in the structure of employ¬ 
ment. Of greater interest is Figure 1.2 (p 11) 
which portrays the difference in workers’ 
earnings in a tew occupations in selected 
cities of the world. The figures in local cur¬ 
rency are converted to dollars at purchasing 
power parity. Ibis is all to the good and 
shows the enormous difference in earnings 
between cities even when the conversion 
rate allows for differences in cost of living. 

But apart from making this general point, 
thediscussion falters when it comes to suggest 
an explanation for the observed pay 
differences. “Differences in labour market 
outcomes”, says the WDR, “can all be traced 
back to the productivity of labour - 
productivity relciring to the quantity and 
value of labour's contribution...Within 
occupations, pay di ft'erenccs across countries 
reflect the average level of economywitle 
prodiKlivily" (italics in the original). A 
question immediately arises about the 
meaning of‘economywidc’ productivity. One 
could, of course, assume away the problem 
by thinking in terms of a single, homogeneous 
labour market - and this is what the authors 
of the WDR have presumably done. 
Otherwise, the level of economywidc prtv- 
ductivity has to be thought of as a weighted 
average of productivity in different sectors 
of the economy, in which case the di ffercnces 
in relative intersectoral productivity between 
countries is of central impoilance. In parti¬ 
cular, the occupations referred to in Figure 
1.2 are those found in the modem formal 
sector. Countries would differ in the extent 
of the gap between the level of earnings in 


this sector and those in agriculture and in 
the urban informal sector. The level of 
earnings per worker in agriculture would 
reflect the incidence of underemployment or 
'surplus labour’ in this sector, given the state 
of (tevelopment of agricultural technology 
in the economy. The earnings in the informal 
sector outside agriculture would be influenced 
both by the extent of underemployment in 
agriculture as it affects the supply price of 
labour spilling over into the former, and by 
industrial and other policies which define the 
role of the modem formal sector in the non- 
agricultural economy of the country 
concerned. The extent of the earnings 
difference as between the three broad sectors 
is of major imponance both for labour market 
outcomes and for policy. 

The is.sues could be illustrated from the 
differences in the experience of countries of 
south-east Asia - a region which the WDR 
has identified as being characterised by 
policies which “mostly avoided sharpdi vides 
between modern-sector and rural workers” 
(WDR, p 13, para 4). Table I sets out the 
relative income per worker in the three broad 
sectors, agriculture, industry and services, in 
.selected countries of south-east Asia in 1991. 
The distinction between industry and servic&s 
do not in fact coincide with the division 
between the formal and the informal sectors. 
Bui since a great deal more of the workforce 
in the services sector is in the small-scale 
inlormal enterpnses than the workforce in 
the industrial sector, the serviccs-indu.stry 
distinction is often used as a rough proxy 
for the informal-formal divide to indicate 
orders of magnitude in the absence of readily 
available data. 

Rough as these flgures arc. they do point 
to important differences between countries 
of the region in terms of labour market 
outcomes, industry generally uses a good 
deal more capital per workerthan agriculture, 
and the use of capital in services is probably 
in between the levels in the other two sectors. 
Thus, income per worker (which includes 
payment to capital) can be expected to 
increase frtim agriculture to services and 
from services to industry in most economies. 
But the differentials are substantially larger 
for some countries than others. 

Taking the relatives for the Republic of 
Korea and Malaysia as being near to the 
average or the norm, Thailand and Indonesia 
had particularly depressed levels of income 
per worker in agriculture in 1991, showing 
the greater incidence of surplus labour in 
agriculture. Indonesia, or rather its most 
important island, Java, has long been con- 
sictered to be chat acterised by the high density 
of population on land, with significant 
underemployment of labour in agriculture. 

The situation in Thailand, although less 
known, is consistent with accounts given by 
Thai economists [Sussankarn 1989). The 


problem in the agricultural economy of this 
country is accentuated by the prevalence of 
regional pockets of underemployed rural 
labour. In the Philippines, a major problem 
would seem to be the enormous gap in income 
per worker between the services (informal) 
and industry (formal) sectors. This is also 
consistent with the judgment that the 
incidence of ‘dualism’ in the non-agricultural 
economy of the niilippines, as in many Latin 
American countries, is high because macro- 
economic and industrial policies favoured a 
capital-intensive industrial sector with limited 
absorption of labour, so that a large part of 
the growing labour force had to find 
employment in the informal service economy, 
pushing incomes down in this sector 

In this small example, we already sec 
points that should attract the concerns of 
policy-makers. In spite of agricultural pro¬ 
gress in recent years, in 1991 both Thailand 
and Indonesia required policies directed at 
absorbing underemployed labourin theirfarm 
sector. A special task for policy-makers in 
the Philippines would seem to industrial 
and other policies which would improve 
income conditions in the non-farm informal 
sector. 

The WDR would have done a service by 
setting out. even with such simple statistics, 
the position ot different regions and countries 
in sheltering underemployed labour in 
agriculture and services at low earnings 
relative to the modern sector. But the pre¬ 
sentation of global statistics of employment- 
related issues is weak in this document. Wc 
will come back in more detail to this rather 
serious deficiency of the WDR. as indeed 
of other international reports on employ¬ 
ment issues. 


Table I: Sectoral Income and Employment 
Indicators for .Selected Couni rifs, 1991 




Agri¬ 

culture 

Industry Services 

Republic of 

(1) 

0.4.S 

1.21 

0.84 

Korea 

(2) 

16.7 

.35.6 

47 7 

Thailand 

(1) 

021 

2.38 

1.66 


(2) 

63.2 

1.5.5 

21.3 

Malaysia 

(1) 

0.61 

1.46 

0.73 


(2) 

26.0 

27.5 

46.5 

Indonesia 

(1) 

0.38 

1.87 

1.17 


(2) 

53.9 

14.6 

31.6 

Philippines 

(1) 

0..50 

2.43 

0.98 


(2) 

46.0 

16.6 

37.4 


Note: Row (I) gives Ihe relative income per 
worker, row (2) the sectors’ employment 
in per cent of total employment. 

Source: The distribution of employment figures 
ore calculated from the data published in 
the ILO Yearbook (199.^), Table .3. They 
are combined with the percentage 
distribution of GDP reported in the World 
Bank’s World Development Report 1992, 
to obtain the relative income for each 
.sector with respect to economy wide GUP 
per worker. 
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Model of Intersectoral Earnings 
Differentials 

A crucial issue for policy and other 
concerns is, of course, what causes the per¬ 
sistence of the types of earnings differential 
noted above. Implications for policy will 
vary depending on the diagnosis. 

TTic WDR provides noextensivediscussion 
of the issues and hypotheses which have 
been suggested in the literature. But given 
the importance of the topic, it has to take 
a stand on the question. The hypothesis it 
favours is suggc.sted in chapter 4 of the 
Report under the section entitled “Labour 
regulation, labour dualism and the informal 
.sector”. The Report states: “Policies that 
favour the small groups of workers in high- 
productivity activities lead to dualism 
(segmentation of the labour force into 
privileged and underprivileged groups) and 
tend to clo.se the formal sector off from 
broader intluenecs from the labour market, 
at the cost of job growth” (p 34). The Report 
provides no evidence for this view, but 
suggests that a labour regulation that protects 
formal sector workers occurs when output 
markets are “sheltered from competition by 
trade protection or public ownership”. 

Extensive research and experience cxi.st to 
suggest that the view that the formal sector 
is created by labour legislation is a very 
restneted view of this widespread feature of 
developing economies. Large wage dif¬ 
ferentials between the formal sector in modem 
industry and the informal and rural sectors 
existed well before the era of labour laws 
and institutions in Mumbai at the turn of the 
century (Mazumdar 1973). Large formal- 
informal wage gaps areohserved in countries 
with weak labour legislation or trade unions. 
It is clear that the extreme view propagated 
by the WDR is based on a simplistic theo¬ 
retical model rather than on facts. In parti¬ 
cular, thi.s hypothesis ignores the impact of 
the introduclionof high productivity mtxicm 
technology on an economy characterised by 
traditional mixlcs of production. 

Although there is some substitutability 
between labour and capital in the spectrum 
of modern technologies, there is generally 
a minimum level of a capital-to-labour ratio 
which is operationally feasible. Since this 
level of capital-labour ratio is often higher 
than that found in traditional agriculture or 
the craft economy, labour productivity is 
established at a higher level in the modern 
sector. The wage levels in the high- 
productivity sector arc also established at 
higher levels relative to the traditional sectors, 
partly because of efficiency wage considera¬ 
tions as employers try to establish a com¬ 
mitted industrial labour force, and partly 
through profit-sharing motives affecting 
worker morale and productivity. This is not 
todeny that institutional distortions in specific 


markets do accentuate the segmentation 
initially due to technology, but again it is 
wrong to single out labour market distortions 
as being the only or even primary factor. 

This is borne out by research done in the 
evolution of east Asian economies, ironical ly 
a region which is excluded in the WDR from 
being in the purview of distorted differentials. 
Segmentation within the manufacturing 
sector, inthesenscof acontinued coexistence 
of large and small firms at different levels 
of productivity and wages, has been a feature 
of the Japanese economy since the beginning 
of its industrialisation, and has in fact been 
accentuated over time. Detailed studies by 
Japanese and western scholars have shown 
that the development of large oligopolistic 
firms with .strong connections to the financial 
institutions accentuated the differentials in 
capital intensity and labour productivity 
between small and large firms. The high- 
productivity large sector found it efficient 
to superimpose a labour system on this 
industrial scenario which offered high wages 
to workers who were recruited at a young 
age and enjoyed lifetime job security in 
exchange for commitment to the firm. 

Shinohara (1962) considered that each of 
the markets for labour, goods and capital, 
wa"' indispensable to a full understanding of 
the dualistic aspect of the Japanese economy, 
but that the segmentation of the capital market 
played the most critical role. “We may safely 
speculate that capital conccntration...can be 
expected to be at the top in the following 
chain of causation: differential in capital 
intensity, productivity difference, wage 
differential” 

The authors of the WDR probably felt that 
it was inadequate fur a report on employment 
to consider distortions in capital markets. 
But this is ignoring the importance of 
interrelated factor markets in any diagnosis 
of economic phenomena. And if, indeed, 
capital-market distortion is the driving force 
in the accentuation of ‘dualisin’, the report 
could be seriously misleading in focusing as 
it does on labour market distortions. We will 
come back lo this point in our policy 
conclusions below. 

Economic Growth and Returns to Labour 

The message of the WDR is that economic 
growth, meaning growth in GDP per capita, 
is the surest means of increasing wages. It 
suggests that this is almost a truism: “Gro.ss 
dome.stic product (GDP) measures the value 
added by all factors of production - land, 
labour and capital - and wages measure 
value added by labour. If GDP per worker 
is growing, then value added per worker 
must be growing and under most cireum- 
stances so must wages.” It will be recognised 
that the truism holdsina homogeneous labour 
market with an inelastic supply of labour. 
The level of wages is determined solely by 


the demand for labour. With capital 
accumulation the demand curve for labour 
is pushed upwards, lending to an increase in 
the average and the murgi'-.ai |>roduct of 
labour. Unless there is a signiricant fall in 
the share of labour in tot.Tl value added (which 
is theoretically possible if technological 
progress is persistently ‘not. pcuiral’. but 
which has not happened in the long run in 
the history of mtxiern economic growth), the 
wage per worker would increase /wri passu 
with the average productivity of labour. 

Alternative models of the labour market 
which have been diseus.sed in the literature 
suggest more interesting questions and seek 
to elicit more uselul data for tracing the 
evolution of labour markets and labour 
incomes in developing countries. Ibc well 
known Lewis model of development of the 
modern sector, for example, predicted that 
there will be a period of con.stant real wages 
in the modem sector until surplus labour was 
exhausted in agriculture, and only then would 
wages begin to increase, presumably at the 
same rate as average productivity of labour. 
Unlike the implicit model of the WDR, the 
l^wis model emphasised the importance of 
the supply cuivc of labour in wage deter¬ 
mination in the modern sector. Other models 
of segmented labour mai kets discussed above 
would predict that labour earnings in ihe 
different segmenis of the market, in agri¬ 
culture, the Informal and the torinal sectors, 
could move at different rates and even 
different directions, depending on the pattern 
of cconumic growth. It is important lo obtain 
information on these possible trends in labour 
earnings, not only to judge the functioning 
of labour markets, but also to throw light on 
the changes in the economic welfare of dif¬ 
ferent segments of the working population. 
One looks in vain in Ihe WDR for any attempt 
to obtain information on such key issues of 
labour market evolution. 

Figure 2.2 on p 19 oi the Report purports 
to demonstrate empirically the close 
asstK'iatinn of GDP growl h and wage growth. 
Although little detail is given in the relevant 
appendix about the iiaiuie and sources of the 
data. It seems clear that the statisi’cs on 
manufacturing wages refer to organised 
(formal)cntcrpiises reporting to the UNIDO 
database, while the agricultural wage rates 
cover a mix of plantation (again formal) 
.sector and field-worker wages. The material 
docs not cover the informal sector at all. 

Furthermore, agricultural labour earnings 
are only partly a function of wage rates, the 
olhec signillcant variable being the number 
of days of work secured by a labourer over 
a period of time.^ Statistically, Ihe trend line 
shown in the scatter diagram is heavily 
intlucnced by the extreme values, as indeed 
are the individual observations plotted in the 
diagram. Evidently, the WDR team made a 
heroic effort at presenting some catchy 
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statistical exea'ise rather than embark on a 
major effort to gather data on labour earnings 
in the developing world. The cop-out is 
serious, rctlecting a deficiency in the work 
of international agencies concerned with 
collecting and reporting labour statistics in 
these countries. In the mind of this author, 
it merits emphasis. 

Wasteland oe Labouk Data in 
Developing Coontbies 

in terms of the discussion of the laboui 
market scene in developing countries, it is 
imponant to know the struciure of employ¬ 
ment and earnings of labour in at least three 
sectors: the farmeconomy, the informal sector 
and the formal manufacturing sector. As 
explained above, unless one makes the 
extreme a.ssumption that labour markets are 
homogeneous, one cannot infer trends in 
employment and wages just from information 
on ope sector. It is now possible to obtain 
information on the three sectors mentioned, 
and possibly .some subsectors of them, from 
labour force surveys undertaken by national 
statistical offices in many countries. 

Not all of these surveys arc done on a 
predetermined regular basis, but it is possible 
to obtain information for a large number of 
countries by stringing together the results of 
labour force and household surveys over 
time. The WDR itself makes one such half¬ 
hearted attempt to look at earnings trends in 
the period 1973-1989 for some selected 
occupations for one country (Malaysia, 
table 2.2 p 18). Rut the exercise was not 
comprehensive enough and is subject to 
criticism for ignoring the surveys of inter¬ 
vening years in the period considered. In any 
event, the example of a few selected occupa¬ 
tions in a single country cannot be generalised 
to make a point about homogeneous trends 
in labour earnings in different sectors 
throughout the developing world. The WDR 
would have done a great service in pointing 
to the exi stcncc of such material and the need 
for systematic analysis on a worldwide scale. 

To my knowledge, no attempt is currently 
being made by any international agency, nor 
by their regional offices, to track the trends 
in labour market variables in the way 
suggested. Tlic Yearbook of Labour Slatisiics 
is the most important regular publication of 
the ILO. but the bulk of the data presented 
in this voluminous publication refers to the 
formal sector. There is a companion publica¬ 
tion that collects and reports the statistics on 
wages and earnings in .selected (Kcupations 
in a large number of countries. Tlieorctically, 
it provides the possihi lity to study thcchanges 
in earnings differentials by skill, occupation 
and industry, over time. But little guidance 
has been given to the National Statistical 
Offices for the coverage of the labour market 
on which they have been rc|K>rting, and it 
seems that must of the material again refers 


to Rk formal secior. Puithermore, in the 
absence of adequate resources provided to 
the ILO Statistical Department, it is not 
possible to monitor the returns closely, so 
that the dataset is marred by numerous 
missing values. As far as the World Bank 
isconcerned, there has never been any attempt 
at a systematic collection of labour data in 
any of its depanments. 

it is no wonder that neither the WDR nor 
the ILO have provided much of a statistical 
annex to their respective reports on employ¬ 
ment. The WDR has not addol any new tables 
to their standard col lection of World Develop¬ 
ment Indicators available in other years. 

Given (his situation after so many years 
of data gathering, by the ILO in particular, 
it is regrettable that neither of the two reports 
drew attention to this remarkable informa¬ 
tion gap. 

Policy Implications and Country 
Experience 

Wc now turn to a critical evaluation of 
some of the major policy conclusions which 
the WDR draws from its review of world 
trends in employment and wages. 

(I) Growth Strategy 

While economic growth is diagno.sed in 
the WDR to be the dominant factor in the 
improvement of workers' standard of living, 
it goes on to outline its evaluation of what 
is (or has been) a successful growth strategy. 
It distinguishes between "three patterns" of 
economic growth (p 13); (a) the east Asian 
paticrn with “a strong export orientation 
I which) reduced economic rents and a labour 
policy (which) did not favour privileged 
groups of workers"; (b) the inward-oriented 
development strategy, allegedly “pursued to 
varying degrees" by most countries in sub- 
Saharun Africa, Latin America, west and 
south Asia, which “benefited a limited 
number of 'insiders’, capital holders and 
workers employed in the protected sector”; 
and (c) the centrally planned economies 
which “were fur decades exemplars of an 
economic model antithetical to the market 
model ol the high-income industrial countries". 
The Report singles out the .strategy of east 
Asia as being so much superior lor ensuring 
sustained growth in incomes and wages. 

It will he seen that the Report implicitly 
assumes that several different elements of 
economic policy arc bound together in the 
'strategy' pursu.^d. Although this might have 
been tnic for some countries’ export orien¬ 
tation, non-participation of the state in eco¬ 
nomic enterprise and labour regulation 
favouring protected workers are logically 
and empirically separate packages of policy. 
Their relative importance in affecting the 
growth rate would be very different in dif¬ 
ferent economies and indeed might not be 
in the same direction at ail. 


The weakest link in thechain of associated 
policies suggested is labour regulation. Wc 
have seen above that to suggest that labour 
market dualism is created by labour legis¬ 
lation is probably incorrect in most situations. 
In any event, labour regulation, if significant, 
isoften secondary toother regulatory policies, 
for example, those affecting capital and 
product markets, and does not exist indepen¬ 
dently of them. There is no evidence given 
in the WDR that (he east Asian strategy 
“mostly avoided sharp divides between 
modem secior and rural workers” (p 13). Our 
own re.scurch .suggests that the intersectoral 
differentials in earnings are of similar 
magnitudes in India and Indonesia. 

As far as the role of (he state is concerned, 
adistinction has to be made between the state 
as a direct producer of goods and services, 
on the one hand, and guiding economic 
policies of the government, on the other. 
There is ample empirical evidence to suggest 
that the state is a grossly inefficient prtnluccr. 
However, it is debatable il the role of the 
state in guiding the private economic agents 
was less important in east Asia than in .sotith 
Asia. East Asian governments in general 
seem to have created rents for entrcprcneuis 
through direct subsidies, while .south Asia 
created rents through import-substitution 
policies. The two forms of rent creation had 
quite dificrent effects on growth rates because 
of the different orientation and effeed vcncss 
of state policies. 

Export promotion was certainly an element 
in thedistinctivc policy orientation of several 
cast Asian countries, even (hough in most 
cases there was a periodof import-substitution 
strategy to lay the foundations for indu.stiia- 
lisation.** But it is not clear if it was the search 
for markets abroad per .«■ rather t han openness 
to foreign technology which was the major 
mover of the economic dynamics. Wc shall 
further discuss the relationship of exports to 
growth in Section II. Here it is sufficient to 
make the point that, except in small eco¬ 
nomics, export growth by itself would not 
have a sustained upward impact on wages 
in different .sectors of the economy. In his 
masterly analysis of economic growth in the 
‘golden age’ of non-European growth, 1870- 
1913. Art hur Lewis contrasts the di ffcreiitial 
impact of trade on the standard of living of 
the temperate countries and the tropics. The 
rate of growth of trade, mainly m primary 
commodities, from the tropics was nearly as 
high as from the countries of recent 
.settlement, and both almost equalled the rate 
of growth in trade of the “core” industrial 
countries. Yet the standard of living of 
workers was much higher in the temperate 
countries than in the tropics and increa.sed 
over time relative to that in the latter (Arthur 
Lewis 1978: chapters 7 and 8). This was 
because the supply price of labour, reflecting 
the level of productivity in food production. 
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was much higher in the temperate countries, 
and continued to increase over time relative 
to the levels in the tiopics. "The tropics were 
held back by their need for a technological 
revolution in agriculture such as has been 
occurring in western Europe over two 
centuries [which supplied labour to the 
temperate regions]” [Arthur Lewis 1978; 
202; phrase in purentheses not in the original]. 
The essential point is that when a targe portion 
of the labour force is employed in food 
production, it is the productivity in this sector 
which sets the supply price of labour to the 
rest of the economy, and unless exports are 
large relative to GDP, wages in the economy 
will not incrca.se, except in some enclave 
sectors, unless (he supply price increases 
through an increase in forvl prirductivity. 
Given the importance of the agricultural 
sector in wage growth, it is unfortunate that 
the WDR devoted only a limited amount of 
space to policies affecting agriculture. 

(2) Af^ricullural Policy 

The V/DR docs discuss agricultural 
policies in the section on "policy mistakes” 
(chapter 4, pp 33-34), but the eraniples cited 
are made to support a [xrlcmical point that 
iinport'Suhsiituling regimes suffered from a 
pro-industry and anti-agriculture bias. Both 
south and east Asia, for example, supported 
agriculture through price support fur farm 
products and subsidisation ofinputs. It is nut 
clear that the net impact of policies was more 
adverse in south Asia. 

The major difference between the two 
regions probably lies in the effectiveness of 
technological progress in foext production. 
The WDR rightly draws attention to the 
importanccofthc ‘green revolution’ in raising 
labour incomes, but the reasons for the slow 
development of this revolution in some parts 
of the developing world, including south 
Asia, are not adequately discussed. 'Fhe reader 
IS left with (he misleading suggestion that 
a pro-indu.stry bias was responsible for this 
relative stagnation in all regions.-^ 

The report righ'iy stresses the peculiar 
situation m the agricultural sector of most 
developing regions in which production and 
technological progress has been hampered 
by the coexistence of small farms with a 
pressure of labour on land, and large farms 
with a significantly low labour-land ratio. 
This phenomenon has itsoriginin the unequal 
distribution of land. It is not recti fied by large 
farms either hiring more labour, or leasing 
their land to the smaller farmers, to the extent 
required to attain similar levels of a man- 
land ratio on different size classes of farms. 
.This is due to the imperfect working of 
interrelated factor markets for land, capital 
and labour.^ Thus the marginal product of 
land and labour are at widely different levels 
in large and small fanns leading to produc¬ 
tive inefficiency. This phenomenon is 


particularly serious in Latin America, and 
cries out for intervention on both equity and 
efficiency grounds. The first-best solution is 
redistribution of land through land reform. 
The WDR seems to recognise this but spends 
little space and time commenting on the 
enormous problems of political economy 
which this entails. Nor is the success, and 
to some extent the political luck, of cast Asia 
in going some way towards the redistributive 
solution stressed, in the absence of the first- 
best solution, .strong intervention in favour 
of small farmers is called for to address this 
serious problem of the agricultural .sector. 
But all too often political will and rc.so(irccs 
are lacking. 

The problem has worsened in large parts 
of (he developing world in the last IS years 
or so. In Latin America, agricultural GPD 
fell in 11 of the 19 countries in the 1980s. 
This can hardly be as.sociated with import- 
substitution policies which had largely been 
abandoned during the decade. Along with 
the falling rural incomes, "there was also an 
increasing share ot employment in the tradi¬ 
tional agricultural sector accompanied by 
falling average farm sizes, increased landless¬ 
ness and falling real wages” [ILO 1995:94). 

A '•"rious deficiency of the WDR is its 
very limited treatment of African is.sucs. 
This is also rctlected in the discussion of 
African agricultural policies: “Much of this 
inequality [between rural and urban incomes) 
has its origins in decades of policies that 
favoured cities over the countryside. While 
in many countries these have been partly or 
fully abandoned, in others, especially in 
Africa, they remain in place” (WDR. p 45). 
Very lew serious analysts would treat this 
diagnosis as a helpful contribution to Africa’s 
massive agricultural probIcmtoday.ThelLO 
estimates (hat during 1987-1991 the median 
growth rate of food production per econo¬ 
mically active population was -8 per cent, 
while that of agricultural exports -20 per 
cent. This was in the period in which various 
structural adjustment policies had signi¬ 
ficantly improved the terms of trade in favour 
of agriculture.Thc ILO employment report 
is much more on the right track in suggesting 
that the failure of African farmers to respond 
to improved price incentives is partly due 
to “the termination of subsidised sales ot 
inputs and distribution programmes...state 
credit programmes have also been cut back 
and private credit has not yet moved in to 
fill the void...In addition, fiscal pressures, 
brought about by the economic decline and 
the reform process itself, have led to reduc¬ 
tions in public investment in infrastructure” 
[ILO 1995:941. 

In sum. the image of the predator^' state 
taxing agriculture mercilessly can be over¬ 
done. Sustained public intervention in favour 
of the small farmers is almost certainly a 
prerequisite of agricultural growth. If, in 


some ca.ses policies have had perverse effects 
on the small farm sector, the correct line of 
approach is to expose the political economy 
of the particular states whi, h permitted such 
abuse. 

(3) Informal Sector 

The analysis and policy conclusions about 
the informal sector in the WDR can be 
considered to be generally weak. There are 
many comments on the sector scattered 
throughout the Report, and some of them, 
for example those referring to mtormal 
arrangements for labour standards in (he 
.sector, arc quite perceptive. But one looks 
in vain for a clear statcnicni of possible 
approaches to helping the sector. This is 
unfortunate, gi ven (he enormous i inportance 
of (he sector in the developing countries. 

Perhaps (he WDR position is that the 
informal scctoris really a product of economic 
backwardness, and will "shrink with 
development” (Figure 4.3. p 45). There can 
be no doubt that a significant part of 
employment in the sector is a direct result 
of low incomes and low rates ot growth in 
the economy. The demand for some of the 
guixis and services produced by the sector 
comes from poor households and has a low- 
income elasticity. On (he supply side, the 
informal sector serves us a ‘sponge’ for (he 
growing labour force which cannot find 
productive employment cither in agriculture 
or in the formal sector. The pixir economic 
performance of Latin America and Africa in 
the 1980s seems to have led to a large increase 
in the si/e of this sector. 

There is. however, another pan of the 
informal sector which d(K‘s not consist of 
dead-end survival activities, hut where (here 
IS considerable poteniial lor growth and 
technical upgrading. Government policies 
need to be oriented lowaids cncoiiiaging this 
sector. This approach could be justified both 
on efficiency and equity grounds. We have 
already argued in the discussion above that 
distonions in factor markets, more so in 
capital than in labour markets, lead to a bias 
against small-scale enterprises in many 
economic'. .Support for such units thiough 
appropriate policies which compcn.satc for 
the.se di.storiions would increase overall 
efficiency It would al.so rc.sult in a more 
equitable di.stribiition of both entrepreneurial 
and labour incomes. In this context the 
contrast between Taiwan Province of China 
and the Republic of Korea as models of 
development within the cast Asian experience 
of export-oriented growth is of particular 
importance. The Rcpublicof Korea opted for 
a package of policies which encouraged kugc- 
scalc enterprises with the aim of exploiting 
economies of scale. Policies in Taiwan 
Province of China were much more oriented 
to the development of small- and medium¬ 
sized enterprises through innovative insti- 
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tutiolu which provided venture capital as 
well as technical help to small entrepreneurs. 
Taiwan Province of China achieved as 
successful a record of GDP growth as the 
Republic of Korea, and at the same time has 
been able to avoid the problems of over- 
centralisation and concentration which have 
been plaguing the Republic of Korea in recent 
years. 

While help with credit and technical know¬ 
how occupy the pride of place in the package 
of policies to suppt>rt the .small-scale sector, 
there are other areas which require the 
attention of governments. In many econo- 
,mies. regulations often work against this 
sector. It has been reported by de Soto (1989) 
that the acquisition ot a licence to operate 
a street kiosk takes a month and a half and 
costs five times the minimum monthly wage. 
The illegal activities which such regulations 
encourage hamper the healthy growth of the 
informal economy. Infrastructural facilities 
such as power, telecommunications, water 
and transport, are typically bia.sed against the 
sector. Urban limd policies often fail to 
provide adequate property rights to settle¬ 
ments of the poor, making it impossible for 
them to produce titles to assets which might 
be used fur collateral purposes. 

Ill 

Globalisation and Growth of 

Labour Incomes 

Pan 11 of the World Development Report 
1995 is devoted to the demonstration of the 
increased globalisationof national economies 
through a massive increase in international 
trade and factor movements, and the impli¬ 
cations of this development for labour 
incomes in both the ‘north’ and the 'south’. 
In .some ways this topic is given the centre 
stage as the subtitle of the report ‘Workers 
in an Integrating World' suggests. The ILO’s 
employment report similarly starts off right 
in its chapter I with a detailed analysis of 
‘Globalisation and Employment'. The treat¬ 
ment of the issues in both documents is 
masterly. The authors of the two reports are 
to be congratulated in bringing to the focus 
of public discussion a variety of issues which 
will be closely watched in the coming years, 
it is not easy to range over this wide canvas 
and pinpoint the mo.st important points in a 
short space. Inevitably there will be dis¬ 
agreement on the emphasis and conclusions, 
not the least because the relevant issues are 
continuously evolving. It is not possible to 
haveacomprehensivediscussion of all topics 
in this short essay; in the following, a number 
of issues which appear to be the most contro¬ 
versial will be discussed selectively. 

Expansion of Trade 

The WDR starts with a very useful 
demonstration of the dramatic fall in transport 
and communication costs since 1920, and 


the reductitm in barrien to trade which have 
fuelled the massive increase in world trade 
since the second world war. This recognition 
of fast growth in trade is not new. It has been 
in the concern of observers and a large number 
of policy-makers in developing countries for 
at least 25 years. But there has also been a 
long-term concern about the ability of the 
world economy to sustain this high growth 
rate of trade without serious periodic dis¬ 
ruptions (as, for example, after the oil crisis 
of 1973). In his famous Nobel Lecture of 
1980, Arthur Lewis had the following to say 
about trade as an ‘engine of growth’: 

The extraordinary growth rates of the two 
decades before 1973 surprised everybody. 
We know that the world economy experience 
long swings in activity; that world trade, for 
example.grew faster between 1830and 1873 
than it grew betwen 1873 and 1913, that is 
to say between 4 and S per cent before 1873. 
compared with between 3 and 4 per cent after 
1873. But a jump to 8 per cent was in- 
cunceivable...The fact that world trade was 
growing rapidly was not recognised until the 
second half of the 1960s. Then nearly every 
country discovered the virtues of exporting. 
Now wc are in danger of being caught out 
again. Since 1973 the growth rate of world 
trade has halved and nobody knows whcthci 
this is temporary or permanent [Lewis 
1980:555-561. 

As it turned out. the interruption after the 
oil shock was indeed temporary, ^ftcr a 
decade of slow growth between 1974 and 
1983. the rate of growth of the volume of 
trade recovered to 6.4 per cent pa in the 
second half of the 1980s. But in the 1990s, 
the growth rate has slowed down again, to 
around 4 per cent. It is expected that further 
trade liberalisation through the Uruguay 
Round and other measures would restore the 
growth rate to the higher trend level of the 
I960.S and 1970s. But against this much 
vaunted prediction is thespecireof prolonged 
recession in OECD economies. These 
remarks arc not meant to revive fears ot the 
"slowing down of the engine of growth”, but 
only to guard against the undiluted optimism 
of both the WDR and the ILO report. 

In any event, it is rather odd for com¬ 
mentators to talk about globali.satiun as a 
strangely new phenomenon of the contem¬ 
porary economic world. The growth rate of 
world trade has no doubt been unprecedented 
(barring the bouts of slow down) since the 
second world war. But so has been the growth 
rate of GDP and to some extent the rates 
of growth observed in this period are 
recoveries to earlier levels interrupted by the 
disruptions ushered in by the rirst world war. 
Pritchett (1995) reports that the ratio of 
exports of GDP for 17 developed countries 
for which historical data are available was 
twice as high in 1991 as in 1950, but only 
one and a half percentage points higher in 
1993 than in 1913. 


Chances in PATTEitN of Trade 

A point of greater concern which can be 
demonstrated with existing facts is the 
imbalance in the growth of trade affecting 
the developing world. There has indeed been 
a break in the traditional dependence of 
developing country trade on primary com¬ 
modities. The developing countries’ share of 
manufactured exports to the developed 
countries increased from 5 to 14 per cent 
between 1970 and 1990.^ This is all to the 
gorxl, but the less optimistic side of the 
picture is that much of this growth is realty 
due to the growth in one region, primarily 
the east and south-east Asian economics and 
China. In Asia as a whole, manufactured 
exports in 1990 accounted for as much as 
65.5 per cent of total exports, only around 
12 percentage points below the share of 
manufactures in the exports of developed 
countries. But in spite of the increase of 
manufactures in their exports. Africa and 
Latin America remain predominantly ex¬ 
porters of primary commodities. 

A major critique of world trade in the 
context of north-south development issues 
was the classic statement made by Nurksr 
(1959) in his Wickscll lectures. The essence 
of the argument was that world trade was 
dominated by the exchange of goods 
among the developed countries. The flow 
of trade thus bypassed the developing 
countries. In terms of its quantitative signi¬ 
ficance, trade could indeed be u handmaiden 
of growth for the developed countries, but 
could scarcely have a major i mpact on growth 
in the developing world.** Has the pattern 
changed in the phase of rapid expansion of 
trade in recent decades'.’ The ILO report 
provides the answer, unfortunately in the 
negative; 

The share of Asian developing countries 
increased from 4.6 to 12.5 per cent between 
1970 and 1991, but those of L.atin America 
and sub-Saharan Africa fell The overall 
developing country share increased only 
slightly as a result of this divergence in 
performance. Over the same period the share 
of the former $ociaii.st countries fell from 10 
to 5 per cent. 'The upshot is that the share 
of thedevelopcd market economies remained 
unchanged at 71 per cent. Thus the major 
shift was a redistribution among the non- 
industrialised counties, with Asia gaining 
relative to the rest [ILO 1995:32]. 

The WDR has at many points recognised 
that the ‘golden age of trade expansion’ has 
largely benefited the east and south-east Asian 
regions disproportionately in the developing 
world. But it would have been appropriate 
to devote more attention to the trade-related 
problems of Africa and Latin America. In 
particular, the deterioration in recent years 
of the conditions of trade in primary com¬ 
modities, which as we saw are still critical 
to the performance of Africa and Latin 
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Amdlca, regrettably have not been discussed 
very much. 

This is not the place to discuss this 
importantsetofissuesinany detail. Excellent 
reviews exist. Maizels (I99S) points out that 
“a dramatic change occurred at the beginning 
of the 1980$ in the international markets for 
non-oil primary commodities. Whereas the 
dominant feature in previous post-war 
decades had been abnonnally short-term price 
fluctuations for a wide range of commodities, 
as from the early 1980s the dominant feature 
has been the persistence of exceptionally 
depressed price levels for a relatively pro¬ 
longed period” (p 82). Real commodity 
prices, that is, the ratio of nominal price 
indices for commodities and manufactures, 
declined at an annual rate of -3.3 per cent 
between 1979-81 and 1983-85 and at the rate 
of-5.4 per cent between 1983-85 and 1989- 
91. Maizels calculated that on “a cumulative 
basis, the loss over the whole period was 
equivalent to over 2.5 times the value of all 
non-oil commodity exports from developing 
countries in 1980” (p 85). Factors on both 
the demand and .supply side of the equation 
seem to ha ve been responsible for this massi vc 
lo.ss. They include the slowdown in theOECD 
growth rate and a sharp reduction in the raw 
material content of industrial production on 
the demand side; and farm stipport pro¬ 
grammes in temperate-zone agriculture and 
the pressures of structural adjustment pro¬ 
grammes on the supply side. Furthermore, 
the trends arc seen to be more serious when 
we take account of regional disparities. In 
terms of purchasi ng power over manufactured 
imports. sub-Saharan Africa fared the worst 
with a massive decline of 35 per cent during 
1980-1991. The decline in Latin America 
was 14 per cent, while Asia .seems to have 
had an improvement of the index by about 
8 per cent [MaizcLs I995:table 2]. The loss 
in terms of commodity trade has fallen 
disproportionately on the poorest region of 
the world, the region which has also seen 
the least diversification of exports into non- 
primary products. 

The WDR does devote a .sentence or two 
to this major issue in the evolution of world 
trade in a short section on 'countries left 
behind' (p 60). But given the seriousness of 
the problem and the long discussion in the 
development literature of the many complex 
issues in commodity trade, the throwaway 
suggestion that “most sub-.Saharan com¬ 
modity exporters were not able to keep up 
with the competition”, seems singularly 
hollow and inadequate. It is worth noting 
that the ILO report also says next to nothing 
about commodity trade in its long chapter 
on globalisation and employment. 

One cannot help concluding that in both 
reports globalisation has been implicitly 
associated with the increase in manufacturing 
trade, foreign direct investment and the 


activitiesof multinational corporations. These 
are the more recent phenomena, and they 
have dominated the attention of the authors 
of the two reports. But globalisation, in a 
more basic sense, has been present for a 
century or more, ever since the countries of 
the 'periphery' were opened up to trade by 
the developed countries. The welfare of 
primary producers has been tied to the 
fortunes of the developed economies for all 
this time. By focusing UK) much on manu¬ 
facturing, both the WDR and the ILO rcprirt 
have neglected the older problems of trade 
in primary products which continue to he of 
major importance. 

Exk)rt Growth and Wage Increase 

The WDR makes a big point about the 
virtues of increase in trade in augmenting 
labour incomes. In.sofar as the growth of 
cx|)orts increases the demand for labour, its 
potential impact on labour incomes, both fur 
wage earners and the self-employed, is clear. 
There are other indirect effects which arc 
instrumental in raising incomes in the 
economy as a whole, and often labour shares 
the benetlls of growth. The WDR message 
will be acceptable in large parts; very few 
policy-makers will disagree with the main 
thrust of the argument. After all. as the 
quotation from the Lewis Nobel lecture given 
above shows, this message had been accepted 
in place of the import-sub.siitution and 
autarchic paradigm of the 1950s quite some 
time ago. The development of south-east 
Asian countries round the growth pole of 
east Asia, and the collap.se of the former 
closed socialist economies, have given a new 
lease on life to the export-orientation mes¬ 
sage. But it is unfortunate that the argument 
is sometimes bolstered with foaed empirical 
illustrations which can only detract from the 
value of the message. An example is the 
supposed statistical proof of the rise in real 
wages with export intensity (export-to-GNP 
ratio) in figure8.1 (WDR, p55).Tliestatistical 
association, which docs not appear to be 
particularly strong, cannot be used to support 
any causal relationship. Observations on real 
wages in formal manufacturing are related 
to the economywide export/GNP ratio; and 
the mixing of small and large economies in 
the .scattergivesthcexcrcisc an airof polemic. 
The WDR might have been well advised to 
note some of the cautionary points about the 
impact of export growth on labour incomes. 

First, the pattern of trade matters. The 
issue of trade in primary products and terms 
of trade loss have already been discussed. 
Secondly, even within manufacturing, 
overexpansion in exports can lead to wel fare 
loss, especially if it is achieved with directed 
subsidies and deliberate devaluation. Tlie 
domestic economy could be, and in .some 
countries has been, .severely taxed to support 
export expansion. Thirdly, it is worth 


repeating that, except in small open eco¬ 
nomies, the demand impact of export growth 
is not sufficient in achieving an economywide 
increase in labour incomes It is important 
to increase the supply price ol labour by 
increasing productivity in the sectors i n which 
much labour is engaged, especially in food 
production. We could cite the example of a 
large economy within the much-vaunted 
south-east Asian economies, Indonesia. The 
green revolution ushered in by intelligent 
use of oil revenues in infra.stnicturc invest¬ 
ment and seed-fertiliser price subsidies was 
instrumental in raising farm incomes and 
labour earnings in other sectors. This develop¬ 
ment preceded the export gniwth of the late 
1980s. 

Trade and Ineoi'amiy 

A major concern of recent discussions on 
the impact of globalisation is inequality in 
the distribution of labour incomes. Discus¬ 
sions have all focu.scd on the development 
of new technology in industry with its 
requirement for more skilled latxiur. Tlierc' 
are at least three distinct topics in this area: 

(i) The impact on earnings inequality in the 
developed countries resulting from the re¬ 
location of industry on the basis of the 
worldwide distribution ol skilled labour; 

(ii) the regional distribution of 'good jobs' 
within the third world; and (iii) the impact 
of libcralisafion and increased trade in 
manufactures on etirnings inequality in the 
exporting developing countries. T'hesc issues 
arc of topical concern. The WDR rightly 
devotes a good deal of attention to them, as 
docs the ILO report, but the .styleof treatment 
in the two reports differs. The WDR is 
probably more accessible in its di.scussion 
ofthc.se topics. The ILO report devotes more 
space to them in an analytical way, but at 
the same time its Ireqiicnt reference to the 
academic literature makes the chapter heavy 
going. 

The authors ol both rc|)orts are to be 
congratulated on taking the trouble to digest 
the evolving literature on complex issues 
and bringing the issues to public attention. 
The comments that follow are not mcent to 
detract Irom the major contributions made; 
they should be regarded as supplementary 
points which we believe need to be 
emphasised. 

(I) Impact on Developed Countries 

'fhe empirical facts arc clear; there has 
been a sharp increase in the last decade in 
the earnings of skilled workers relative to 
those of unskilled workers in the US and 
many OECD countries. Mo.st indices of 
earnings inequality have shown an upward 
trend after many decades of narrowing 
differentials. The diagnosis of these trends 
is, however, not yet clear. The controversy 
ranges round the relative importance of trade 
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and technological change in causing these 
trends. On the one hand, there has been some 
work done suggesting that the most profitable 
location fur labour-intensive manufactured 
goods has shifted to the newly industrialising 
countries of the .south, such that the north 
is increasing it.s imports of these goods at 
the cost of reduction of its own manufactunng 
employiiicnt. The alternative hypothesis 
highlights the importance of the new tcch- 
nology, particularly that based on informa¬ 
tion and communications technology, which 
is ‘skill-intensive’, The spread of this revolu¬ 
tion, which is likely to gather speed in the 
immediate future, has allegedly led to u fall 
in the labour-output ratio in manufacturing, 
and further to the exclusion of large groups 
of workers who arc unskilled or not readily 
trainable in the new technology. Empirical 
evidence based on partial analysis has been 
produced to support both the hypotheses.'^ 
Probably there is an clement of truth in both. 
Some qualificaiinns, however, need to be 
made on the impact of trade on unskilled 
employment in the north even if there is a 
significant negative effect. 

First, manufactured imports from deve¬ 
loping countries still account for only 14 |ier 
cent of the total manufactured imports ol 
OECD countries [OECD Ithe figure is 
lor 19921. 

Secondly, one must take into account the 
feedback of southern growth on the north. 
'The exports of the north to the south increa.se 
with faster growth in the south. The con¬ 
sumers gain in the north. The multinational 
corporations in the north gain from enlarged 
investment opportunities in the south. Thus, 
a possible short-term negative effect on 
northern employment must not detract 
Irom the strong long-term gams, fhe WDR 
very rightly comes out with a strong position 
against protectionist sentiments in the IIS 
and other OECD countries. In particular, it 
warns against the strategy of pmlcction taking 
the form of demands for ‘adequate’ labour 
standards in southern manufacturing. This 
point is discus.scd further in connection with 
the general issues of labour regulation in the 
next section. 

(2) Regional Distribution of 
Manufacturing in the South 

The second major issue in trade expansion 
is concerned with regional inequality in the 
benefits of trade within the south. We come 
back to the point already made above that 
the growth in manufacturing exports has 
been regionally concentrated in cast and 
south-east Asia. Employment in manu¬ 
facturing creates ‘gmnl’ jobs with higher 
wages, and it leads to skill acquisition which 
pushes upwards lifetime wage profiles. Tradi- 
tionally, expansion of the share of employ¬ 
ment in manufacturing has been seen in the 
development literature as the way econo¬ 


mies would shed surplus labour and increase 
labour incomes. ’The east Asian countries 
have indeed done so. Expansion of manu¬ 
factured exports in these economies has been 
closely associated with the increase in the 
share of employment in manufacturing. But 
why has this development been most marked 
in cast and south-east Asia so far? Inadequate 
trade and macro-economic policies, as well 
as political instability, havcoften been pointed 
out as being responsible for tlie relative 
stagnation of manufacturing in south Asia. 
Latin America and Africa. The WDR has 
repeated the traditional explanations. 
Recently. Adrian Wood (1994a and 1994b) 
has gelled together into a coherent model 
some concerns about a more fundamental 
economic reason for these regional dif¬ 
ferences. This line of reasoning gi ves a some¬ 
what different slant to policy options than 
what has been advocated in the WDR. 
Interestingly, the WDR reproduces the 
empirical basis of Wood’s model (Box 8.2, 
p 59) but stops short of drawing or even 
discussing the implications of the model. 

Brielly. Wood modifies the Heckscher- 
Ohlin (ll-O) model of factor proportions in 
the country defining its compiuativc ad¬ 
vantage in trade, by simply reconsidering the 
key factors of production which help to 
determine comparative advantage. In parti¬ 
cular. Wood differentiates labour into ski lied 
and unskilled labour and assumes that their 
relative stocks differ from country to country 
and arc not that easy to change in the short 
nin. The reasons for this key assumption wil I 
be given shortly.'® 

Comparative advantage in manufactures 
is determined not so much by the ratio of 
capital to labour as in the classical H-O 
model (capital is indeed internationally 
mobile today, unlike in the H-O world) but 
by the ratio of the country’s stock of skilled 
labour to that of its natural resources. Un¬ 
skilled labour, without any formal education 
or training, is nut suitable for the formal 
(large-scale) manufacturing .sector. Skilled 
labour, of course, varies in levels of training, 
and the degree of skill can be approximated 
by the average years of education. Wood 
measures the skill intensity of a country by 
the ratio of average years of education per 
adult population (above 25) to the amount 
of land per adult. Taking a cross-section of 
114 countries with a population of mure than 
a million. Wood obtained a significant re¬ 
lationship between the ratio of manufactuicd 
to primary exports and the skill ratio. .The 
regression accounted for 57 per cent of the 
variance. The same strong relationship is 
found when, instead of individual countries, 
six regions of the world are used as units of 
observation." Wood takes this ratherstriking 
rc.sul( to justify his hypothesis about the skill 
intensity of the labour force determining the 
comparative advantage in manufacturing. 


The WDR reproduces the graphical 
presentation of this regression, but seeks to 
draw different conclusions than Wood. It 
writes; “Although [the scatter diagram] was 
estimated on the basis of cross-sectional data 
for 1985. it can also be used to determine 
the dynamics of development. Progress in 
the diagram consi.sts of a movement upward 
to the right." That is to .say, the implication 
is that countries gradually increase theirskill 
intensity with human capital accumulation 
and improve their comparative advantage in 
manufactures. 

Wood, on the other hand, is concerned 
with theimplication for manufacluredexpoits 
of the differences between the different 
regions of the world in skill intensity, as it 
exists today. The east Asian experience is 
one of employment creation in high-wage 
sectors through rapid expansion in 
manufactured exports. Its replicability is 
severely limited by the low skill intensity of 
other regions. The closest to east Asia is 
.south Asia, but even here the skill intensity 
ratio as measured is only one quarter of the 
ratio in the high performers of east Asia. 
Latin America and the Caribbean have a skill 
ratio of one eighth of the east Asian high 
performers, while sub-Saharan Africa reveals 
extreme deprivation with a skill ratio of only 

4 per cent of the level of the latter. If Wood’s 
hypothesis is correct then the chances ot 
development oi manufactured exports, in a 
significant way in the near future, is low in 
Latin America and almost negligible in 
Africa. 

To clo.se the argument. Wood needs to 
c.stablish that it is difficult fur low-skill 
countries to travel swiftly up the skill ladder. 
He has done a great service to the debate by 
showing that the quantitative gap between 
regions in skill intensity is enormous. It has 
probably increased in the recent decade of 
structural adjustment with the slashing of 
public spending for education. But the quality 
and contents of education al.so matter. We 
know too little about the speed with which 
the stock of relevant skills can, or even has 
been in the past, augmented. WDR's chapter 

5 on human capital is not helpful in the 
absence of specific research on the nature 
of skill accumulation. One suggestion for 
research would be a comparison of the 
evolution of the education and training 
systems in the successful countries of east 
Asia with the laggards in other parts of Asia. 
Wood merely makes the point that “skill 
acquisition is at best a slow process for a 
country, largely because each person’s 
learning depends on the skills of those around 
them (parents, teachers, colleagues)” [Wood 
1994a:24]. 

He also draws attention to the perverse 
effect of international migration, in which 
highly skilled labour migrates from low- 
skill to high-skill countries, an effect which 
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Wood ascribes to the external econoroie' of 
“clustering” of skilled labour. Finally, he 
suggests that the classical “infant industry 
protection” theory had a substantial message, 
veriried by histoiy.about the useof protection 
from external competition of specific indus¬ 
tries. as one of the instruments for raising 
skill levels in the economy. The fact that 
imperfect states have abused the power of 
tn^e restriction, at great cost to the welfare 
of their population, does not destroy the 
validity of the point. 

(3) Impact of Trade Expansion on 
Inetiuality in Developing Countries 

In the last decade a number of developing 
countries have pushed through important 
measures of liberalisation of trade and other 
areas of their economies. The WDR recog¬ 
nises that many of these measures have led 
toadeteriorntion in thedistributionof income. 
The upheaval in economic institutions and 
restructuring has, of course, led to large 
increases in unemployment and falling real 
wages in the formerly socialist countries, 
and also in many African economics. Even 
in Latin America where redeployment of 
labour across sectors and the decline in GDP 
have been moderate (WDR, p 99). the “poor 
certainly suffered during the macro-economic 
crisis” (p 104). But the WDR position is that 
this result “was a prtxiuct of past policy 
mistakes and not aconscquencc of adjustment 
imlictcs per se". After referring to divergent 
movements in the indices of inequality in 
different countries of Latin America, it 
remarks; “Fur the region as a whole, trends 
in inequality appear more closely tied to the 
economic cycle than to reform, with income 
inequality and poverty rising during re¬ 
cessions and falling after recovery” (p 104). 

This result was bused on the data of the 
1980s. The hope cxpressctl was that the 
renewal of growth following adjustment 
would lead to a reduction in inequality and 
poverty. Mure recent research, still not 
formally published, casts serious doubt on 
this optimistic asse.ssment.'^ 

The focus of that study is on the impact 
of economic reforms, principally liberalisa¬ 
tion measures, on distribution. Thus, the 
empirical evidence has been based on obser¬ 
vations, from household surveys, at points 
before and afterthewholecrisis-stabilisation- 
adjustment sequence. Countries differed in 
the time period when tne reforms were 
undertaken. “In Argentina, Chile and 
Uruguay, the main events ixicunrcd in the 
1970s; in Mexico and the Dominican 
Republic in the 1980s, and in Colombia, 
Ecuador, Peru imd Brilztl at the end of the 
1980s ;md the early 1990s“ (Berry 1995: 
56-57]. The methodology thus differs from 
that underlying Figure 16.1 of the WDR, 
which considers only the period from 1980 
to 1991. 


TtME mrun results are summarised by Berry 
as follows: 

The country experiences reviewed above 
suggest that the 'normal' observed increase 
in inequality accompanying reforms is 5-10 
percentage points us measured by the Gini- 
coenicientofprimaryincome...ltseems likely 
that this increase is typically the result of a 
Jump in the share of the top decile, most of 
this accruing to the top 5 per cent or {icrhaps 
the top I per cent (as in the case of Colombia 
and Ecuador, households) while most of the 
bottom deciles lose...In Ecuador where the 
percentage decline for the bottom decile was 
sharper (from 2.2 per cent to 1.5 per cent), 
nearly 20year.s of distribulion-neulral growth 
at 2 per cent per capita would be needed and 
about eight years at 5 per cent (to recover 
the lost ground) (Berry, p 55). 

Tradc liberalisation seems to shi ft the price 
vector in favour of higher-income families, 
primarily because the comparative advantage 
of the region docs not lie in unskilled labotir- 
intensives products. In terms of the Wood 
model discussed earlier, if libcrali.sation 
encourages mostly industrial exports, it is 
the more skilled workers who would benefit. 
The process is encouraged by foreign in¬ 
vestment and the associated transfer of new 
skill-intensive technology. Although the 
optimistic expectation was that opening up 
of trade would increase the relative income 
of agricultural workers, a signiricant pari of 
the increase in income inequality has been 
due to the widening gap between rural and 
urban incomes, p.'irticularly in Mexico and 
Colombia. “It is clear that in such countries 
there is a major part of the agricultural sector 
which cannot compete with an onslaught of 
imports, and whose labour resources are 
unlikely to bcquickly mobilctoothcrsectors” 
(Berry 1995:57-58]. 

Similar warning signals about the adverse 
distribution effects of liberalisation have 
come from other regions of the world as well. 
The ILO employment report warns that, “in 
India, concern has been expressed over the 
likely impact of the New ^onomic Policy 
on agricultural development...If these 
changes are intrtxiuccd then, together with 
improved incentives to agribusiness as ■; 
result of liberalisation, they could well 
undermine the survival of small farms”. 

These warnings arc not meant to detract 
from the growth-oriented liberalisation 
programmes, but only to make policy-makers 
aware of emerging problems which need to 
be closely monitor^ and analysed. The WDR 
could well have drawn attention to ihc.se 
important concerns. 

IV 

Labour Regulation 

Part 111 of the WDR deals with institutions 
which have a regulatory or interventionist 
impact on lalxHir markets. These include 


government legislation directed to labour 
matters; unions and theii role; and the public 
sector as a direct employer. Wc start the 
di.scussion with legislation, but reference to 
workers’ organisations and the public .sector 
will inevitably come into the discussion at 
appropriate points. 

PrIN('IPI.I;S of RkClU.ATION; Eoiiity and 
Efficifncy 

The WDR discussion begins with an 
analysis of the principles which undcilie the 
logic of labour market intervention. These 
include uneven market power which tilts the 
balance of the outcome in favour of capital 
owners in the absence of intervention: dis¬ 
crimination against particulai groups of 
workers; imperfect information on the piiit 
of employees, as well as many employers, 
about the work cnvironmciii. paiticularly 
that relating to safety and health standards; 
and lastly, the inadccjiiate iinancc available 
to workers to adequately insure against 
unemployment, disability and old age. The 
WDR points out that in must of Ihcsc cases 
intervention could be justified both on 
efticiency and equity grounds (p 70). Inter¬ 
vention, however, need not be necessarily 
or primarily by the slate. 

The WDR rightly points out that in the 
rural and informal sectors which account fur 
the vast majority of workers in many 
developing countries, numerous social 
arrangcmenis exisi for controlling labour 
market outcomes. But it is somewhat naively 
optimistic in suggesting that “such informal 
arrangements are by far the mo.st important 
type of solutions to labour market problems” 
(p 70, para 6). Some types of inlormal 
institutions arc clearly beneficial to workers, 
for example the exiended latnily taking over 
much ol the burden oi insurance against 
sickness and old age: the downward rigidity 
of wage rates during the lean .season; and 
the customary attempts ol .some transfers to 
the poorest sections through consumption 
supplements during .six ial and religious 
occasions. But other forms of social arrange¬ 
ments arc detrimeiiial to both equity and 
cITicicncy, for example, discrimination by 
caste, ethnicity, or gender. In this way, a 
society, through its inlormal institutions, acts 
in much I he same way us the state. Sometimes 
they bolh act with welfare augmenting 
intentions, but at other times they can be 
instrumental in pursuing obvious policies 
detrimental to welfare. 

For a meaningful discussion of labour 
market policies, wc must as.sumc that the 
intentions tif government action arc not 
deliberately welfare reducing. Only then can 
wc consider the question whether particular 
types of action arc successful in increasing 
welfare. 

The First point to note about government 
action affecting labour markets is that in a 
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developing country most measures can be 
enforced only in a narrow segment of the 
market, viz, the formal sector. Much of the 
WDR discussion turns on the legitimate 
concern that administrative costs arc simply 
prohibitive in any attempt to impose labour 
legislation on a large number of small 
enterprises, and, of course they just do not 
apply to the self-employed sector. If we 
assume the general prevalence of competitive 
labour markets, then the imposition of labour 
legislation on a narrow segment would be 
detrimental to both equity and efticiency 
goals. Any attempt to increase the .share of 
labour in output, for example, through 
legislation imposing minimum wages or non¬ 
wage benefits, would merely increase the 
welfare of a small segment of the labour 
force that are already earning a higher wage, 
and would also reduce growth in employment 
in this sector. The predictions of the simple 
competitive mtxJcl are clear. The WDR docs 
make somequalifications to .such predictions, 
but the exceptions to the simple model could 
have been presented more etTcctivcly. The 
two principal exceptions are the prevalence 
of monopsony and considerations of external 
economies in labour markets. 

(1) Monopsony in Labour Markets 

(a) The Formal Sector: A monopsony 
situation exists in a labour market if the 
individual cmployens faced with an inelastic 
supply of labour. The theory of institutional 
imposition of a wage above the competitive 
level is well known in such a labour market. 
Both employment and wages could increase 
provided the employer has been earning 
excess profits and is not threatened with 
bankruptcy by the imposition of the higher 
wage. This was indeed the situation when 
English economists first conceived of mini¬ 
mum wages in 'sweated' industries during 
the industrial revolution. These industries 
typically made use of pockets of geo¬ 
graphically immobile labour, often women 
workers or children, who had little alternative 
opportunities of employment, and were there¬ 
fore in inelastic supply to the few employers 
operating in the locali.sed labour markets. 

How general is this situation in labour 
markets in developing countries? At first 
sight, it might appear that with a large pool 
of surplus labour available from the mral 
sector, industrial enterprises in the urban 
markets would generally be faced with an 
elastic supply of labour, as in the Lewis 
model, especially if there is a wage differential 
in favour of the urban areas to cover the costs 
of migration. But enterprises, making use of 
high-priced capital equipment, often tend to 
develop theirown lirm-spcciftc, stable labour 
force. Individual firms within the formal 
sector may indeed be faced with an inelastic 
supply of committed labour force, of firm- 
specific skills, even if untrained labour or 


temporary workers are in elastic supply. The 
high labour productivity attained in these 
firms, aided by capital and product market 
imperfections, would in many cases provide 
a rent to be shared with labour. This is indeed 
the reason why wages arc established at a 
much higher level than alternative earnings 
m the rural or the informal sectors. 

The real problem of establishing minimum 
wages in such labour markets is that 
technology, capital-intensity and labour 
productivity vary widely among enterprises 
even within the formal sector. Thus it is 
extremely difficult to determine the level of 
a uniform minimum wage which is high 
enough to capture a significant part of the 
rent for the workers, but not so high as to 
make a large number of low-productivity 
enterpnscs bankrupt. A related difficulty is 
that if a cut-off (loint is adopted < as is gencralfy 
the case) ba.sed on employment size below 
which the minimum wage is not applicable, 
it provides a serious disincentive to entre- 
preneur.t to grow beyond this size. Long-run 
growth in productivity might be hurt in this 
ca.se with firms being unwilling to exploit 
economics of scale or of technological 
progress. 

There is thus considerable merit to the 
WDR case that unions based on enterprises 
rather than economy or industrywide unions 
should be the ideal organisation forcollccti vc 
bargaining on wages (p 84). The problem is 
often that low-pnxJuctivity and small units 
with low wages, arc often the ones where 
unions are absent. There might be a case for 
the state providing some leadership by en¬ 
couraging tripartite wage negotiation by 
establishing wage boards. Wage boards are 
sensitive to the wide interfirm productivity 
differentials which typically exist in the 
indu.strial .sector of developing countries, 
(b) The Rural and Informal Sectors: Studies 
of rural labour markets have surprisingly 
revealed that the dominant pattern of wage 
determination is based on local labour 
markets, often dcllncd by the boundaries of 
the village. With the general prevalence of 
underemployment or surplus labour one 
might have expected that village wage rates 
would have shown some uniform level in the 
same district, with a strong mode at the wage 
rate reflecting a notion of subsistence. In 
fact, the intervillage variation in wage levels 
is large. Variation in the productivity of land 
explains a substantial part of the observed 
variationin wace rates for agricultural labour 
[sec Mazumdar 1989, for a selective survey 
of the literature). Tiie localised village-based 
labour market is not due to co.sts of migration 
since large differences arc often observed in 
adjacent villages. Rather, it is the consequence 
of strong social relationships prevailing 
within the village. This type of situation 
suggests that labour would be in inelastic 
supply within the village, and the labour 


market might resemble a monopsony 
situation particularly for thelarger employers. 
Institutional intervention in wages might 
easily be successful in raising both wages 
and employment, with a larger share of the 
pie transferred to the workers. The analysis 
extends to the employment of wage labour 
in rural industries. Labour employed for 
wages in food processing, construction, brick¬ 
making, etc, found coexist! ng with agriculture 
in the village economy, is al.so generally 
drawn from a local pool. Such markets are 
often monopsonistic with excess rental 
income. 

In our view the case for minimum wages 
is conceptually strong in these sectors of the 
labour market. The problem is the absence 
of organisations which can implement a 
feasible scheme of wage intervention. Orga¬ 
nisation.*: of agricultural labour are rare in 
the social conditions of the rural .society. 
Minimum-wage legislation is difficult to 
define at a realistic level, and implementation 
is costly unless the administrative apparatus 
is supported by grass routs political or social 
organisations. The few cases of attempts at 
minimum wage determination, for example 
in some Indian states, have not been 
adequately studied in the WDR orelsewherc. 

If minimum-wage legislation for rural 
workers is i mpraciicabic, the case for public- 
works programmes becomes stronger. The 
WDR treats the public-works strategy as 
being "particularly appropriate during 
recessions, when other job opportunities un¬ 
available” (p 87). But the longer-term aspects 
of such programmes in increasing the demand 
for labour across localised labour markets, 
and breaking up monopsonistic arrange¬ 
ments, arc as i mportant. The WDR comments: 
“Low labour mobility makes these pro¬ 
grammes less effective - .some studies have 
indicated that obstacles to mobiittv in 
China have made it more difficult for that 
country’s public works programmes to reach 
the poor” (p 88). The difficulty, in fact, is 
the challenge. 

(2) External Economies and Labour 
Market Intervention 

Intervention on wages or the conditions 
of work could sometimes be justified ferthe 
purposes of augmenting labourproductivity. 
It is generally expected that a freely operating 
labour market would find the level of wages 
and associated working conditions which 
minimi.scs the cost of a standard unit of work. 
If this were the case, an increase in wages 
through intervention might increase effi¬ 
ciency somewhat, but the increase would be 
less than proportionate to the wage increase. 
It is. however, possible to conceive of situa¬ 
tions in which entrepreneurs acting in a profit- 
maximising way would be stuck in a labour 
market equilibrium with low wages and low 
productivity. This is because an individual 


472 


Economic and Political Weekly March 1-8, 1997 



employer acting on his own would, in the 
short run, incur higher wage cost if he 
increased wages. The labour system could 
be changed to a high-wage high-productivity 
one only if all employers were induced to 
act in unison, and nobody got penalised in 
the short run. 

The point can be il I ustrated by the example 
of east and southern African countries which 
inherited the migratory labour system in the 
urban labour market developed in the colonial 
era. The urban wage level was sufficient to 
attract only individual migrants who sought 
urban employment for short periods to 
supplement the farm income of their 
households. The very high rate of turnover 
which this wage policy induced led to low 
Icvelsof skill retention and lew productivity. 
A number of Commissions of Enquiry 
including the Royal Commi.ssion of Labour 
of 1954 reported that there was no ctiancc 
of African Inbourattaining reasonable levels 
of skill and efficiency needed in modern 
industry, unless wage levels were raised to 
attract stable lahourwhichonlylaboursettled 
in town with their families could provide. 
It was not realistic to expect individual 
entrepreneurs to change the wage .system, 
because t he transition to a stable labour sy.stcm 
would take time, and would work only if all 
or large numbers of employers increased the 
wage together to levels which would attract 
family migrants [ Mazumdar 19931. This was 
the basis of the large increases in minimum 
wages which took place in several African 
countries in the late 1950s and early 1960s. 
The wage increase had the desired effect in 
reducing labour turnover drastically. It is 
possible that the minimum-wage increase 
might h.tvc overshot its mark, but on the 
basis of the research available it cannot be 
said whether the productivity increase fell 
short of the wage increase. 

For the present purposes it is sufficient to 
note that the principles of wage increase 
through intervention discussed above create 
a conflict between cfricicncy and equity, at 
least in the short tun. The objective is to 
increase efficiency in modem industry, but 
it does so at the cost of reducing employment 
growth. With higher productivity and lower 
wage cost, the conllict might be reduced in 
the long run if industry becomes competitive 
and increases its rate of output growth. 

Recent history of African labour markets 
have been quite different from that of the 
period of wage increase through minimum 
wages in the 1950s and 1960s. In the last 
two or three decades. African economies 
have witnessed a sustained fall in real wages 
in the urban formal sector [Mazumdar 1994]. 
Concerns have been expressed that in .some 
economies wages might have fallen to levels 
which would again bring to the fore the 
problems of unstable labour and low effi¬ 
ciency. It might be argued that in the private 


sectoriecognitionof efficiency wages would 
provide a floor to the fall in wages below 
which the wage cost of a unit of work 
increases. But when firms operate in a 
financially deteriorating environment and a 
reduction of real wages is induced by high 
rates of inflation, firms may not have the 
financial capacity to keep money wages 
chasing prices, even when they recognise the 
costs of real wage increase. Ibc problem, 
of course, is much more serious in the public 
sector, where there is no objective way of 
measuring labour productivity, and the 
pressures to maintain employment are 
strong. Real wages could be, and most likely 
have been, allowed to fall to levels which 
inflate the real labour costs of public services. 
Since the supply of public services at reason¬ 
able costs is essential for economic growth, 
it is imperative that the short-run conflict 
between equity and efficiency be boldly 
recognised, and that governments act to 
increa.se real wages. Similar situations may 
exist in other regions, though not as seriously 
as in Africa. 

Recognition of external economics arc 
important in a variety of possible inter¬ 
ventions in labour markets, particularly those 
relating to the working conditions of weaker 
demographic groups. Two important ex¬ 
amples relate to child labour and the con¬ 
ditions of employment of women. 

The long discussion of policies tor child 
laboer in the WDR is very useful. However, 
it might have mentioned the important point 
that the restriction of child labour would 
surely have an important effect on shifting 
the emphasis from quantity to quality of 
children - by increasing the hou.sehold cost 
per chi Id - and on long-run economic growth. 
The question of enforcement, of course, 
remains, and so does the problem of the 
immediate costs to poor households. Histo¬ 
rical I y, the provision of an effccti vc cducai ion 
system, backed up by suitable legislation for 
compul.sory schooling, has been the most 
successful method of control ling child labtrur 
in the west as well as in east Asia. Parental 
co-operation ihight be sought through suitable 
schemes of education subsidies paid to poor 
households. 

As far as women woikers are concerned, 
their effectiveness and acceptability in the 
urban economy ate much reduced by the lack 
of provision of nialcmity leave. It is very 
likely that the external economies associated 
with a successful implementation ot 
maternity-leave provisions would be very 
high, given that there is a significant wage 
gap in favour of male workers in most 
economies. The crucial problem might be 
the impact of the costs associated with 
such legislation in the short run. One pos¬ 
sibility is the help of trade unions or non¬ 
governmental organisations in the informal 
sector to sell the scheme to employers, as 


seems to have been done successfully in 
.some urban areas in India. 

V 

Conclusions 

The WDR deals with a large number ot 
i.ssues in the areaof cinploymcni. This review 
of the WDR might read as a sustaincil attack, 
but this is only because it has tocused selec¬ 
tively on those topics which the author fell 
needed reassessment. 

On policy issues, the WDR lumped together 
three elements which arc logically and 
empirically separable; expon-oneniation; 
minimum participation of the state m eco¬ 
nomic activities; and absence of labour 
regulations creating a privileged section of 
the labour force in the formal sector. In its 
most naive sections, the WDR seems to 
suggest that an ideal combination of these 
disparate elements constitutes the essence of 
the c,a.st Asian success story of development, 
which tends to he taken as a model for 
increasing labour incomes in the developing 
world. 

This review has sought to provide u note 
ofeautiononthe 'expon-orientated' strategy. 
The discussion draws attention to; (a) the 
exaggerated notions of the extent and recent 
increase in globalisation'; and (h) the major 
problems in (he patterns of trade which 
continue lo^ be important factors in the 
persistence of inequality. Too much attention 
on the few .success stories ol manufactured 
export growth in c.'iM Asian countnes dis¬ 
tracts from the serious traditional issues of 
trade in primary products, which are still 
dominant in the economics of Afnca and 
Latin America. We believe that it is not 
unfair to criticise Ihc WDR for a regional 
bias in its concerns and prescriptions. 

In any event, except tor small open 
economics, growth in the ex|H)rt .sector is 
unlikely to he a sufficient or even major 
factor in (he incrca.se iii labour incomes 
throughout the economy. What is needed are 
policies that increase Ihe supply price of 
labour spilling out of the agricultural sector 
-and ihiscould only be achieved by su-stained 
increase in productivity m this .sector. Hence 
the importance of government suppoit for 
policies which increase technological 
progress and incomes in the small farm 
economy. Indonesia is a classic case of 
successtui .state policies which achieved this 
well before manufactured exports started to 
increase in the second half of the 1980s. 

1 he identification in the WDR of active 
involvement of the state in economic 
development with import-sub.stitution 
strategy is not helpful. First, the state has 
hi.storicany been an active agent in export 
promotion in the successful south Asian 
economies. Secondly, it distracts attention 
from the essential role of the state in the 
development of the small farm sector. 
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Similarly, holding labour legislation 
responsible for the creation of a privileged 
formal sector of workers is incorrect. In 
fact, intervention is often necessary to 
correct the inequity and inefficiency resul¬ 
ting from labour market segmentation 
caused by a variety of factors in developing 
economies. 

The WDR's treatment of labour market 
segmentation and the informal sectors of the 
labour market are weak, partly because of 
the lack of a realistic model of the labour 
market in developing countries, and partly 
because of the large gap in available st.-itistical 
information on the non-formal sectors. Time 
and again the WDR had to full buck on labour 
data pertaining to the formal sector, when 
the argument clearly needed attention to the 
facts of the non-formal ectmomy. Given that 
the informal .sectortincluding agriculture) is 
the dominant part of the lubour market in 
most developing countries, more effort is 
clearly called for in the collection and 
organisation of labour data for this part ot 
the market. The mi.sdircction of effort in 
international organisations, including the ILO 
and the World Bank, is partly responsible 
for this deficiency. Lalwur force surveys 
which include the informal sector have 
become increasingly common in the work 
of national statistical offices. But. at the 
international level.organisations rc.sponsible 
for disseminating information on labour 
matters have a long way to go to build on 
these efforts. 

Notes 

1 However, ihc World Bank has prepared a 
separate lepon. AJjustmem i/i /t/ncri ' Relornis. 
ResullsimdllieftmulAliead.OxfnrdVmvennty 
Press. New York. 1<W4. 

2 Typically, wage labour in peusaiil agriculture 
is hired on daily contracts os required 
Permonenl year-round employincnt is only a 
small propuniou of wage employment on 
family farms, and is more typical of plantations. 

3 As far as the II.O is concumed, we were 
informed that a statistical appendix to the 
employment repon had been planned, but the 
tables had so in.-iny gaps that it was finally 
decided not to publish them. 

4 Most east Asian countries adopted iinpon- 
substitiition strategies m their initial phases of 
development after the second world war The 
Republic of Korea went through an import- 
substituting phase in the middle of its growth 
process as well. After the success of its export- 
oriented strategy with light industry, there 
was a deliberate attempt, following the first 
oil crisis, to lay the foundations for heavy 
industries for the future. An imporl-subslitution 
strategy promoting such industries was 
pursued. Although cnticised at tlie time, many 
scholan believe that these policies laid the 
foundation fur the country's success in 
developing newer types of export industries 
in the I9g0s. 

3 It might seem ungracious to expect the WDR 
to discuss all questioas adequately. But the 
food sector in which a large proportion of the 


labour force works surely deserves a chapter 
nsore than trade unions which are relevant only 
for a narrow .segment of the labour market in 
most developing countries, and even then their 
importance is probably not very great. 

6 Fora fuller discussion of this phenomenon and 
its causes see Mozunidar (1989). 

7 These and other figures in this paragraph are 
taken from ILO (I99.S), p 33 (derived from 
UNCTAD, various years). 

8 This idea, indeed, was one of the elements of 
the import-substitution strategy of develop¬ 
ment which dominated policy-making in 
much of the third world in tte 1950s and 
1960s. 

9 .Some examples have been cited in Ihc ILO 
report For example, .Sachs and Schat/ (1994) 
calculate that imports from developing 
countries have caused a 6 per cent reduction 
in the demand for unskilled workers in 
manufacturing between 1978 and 1990. On 
Ihc other hand. Lawrence and Slaughter) 199.3) 
suggest that if trade patterns have reduced the 
deniund for unskilled labour, one wouldexpeci 
the ratio of unskilled to skilled labour to rise 
across the board in all industries as Ihc latter 
.adjust to the new compositionof labour supply. 
Hut in Ihc US the opposite seems to have 
happened. There has been an across-the-board 
dectea.se in the ratio of unskilled to skilled 
labour. The forces from Ihc demand side, 
transmitted by the technological revolution, 
has overshadowed the pressure from the supply 
side. OECD (1992) has provided an analysis 
of employment changes by industry, which 
shows that in the member countries the 
relatively small gains in high-technology 
indu.siries have been overshadowed by falling 
III employment in others. 

10 In fact, Wixid considers three types of labour' 
unskilled workers with no schooling, more 
.skilled workers with a basic general education, 
and highly skilled withpnifessional or technical 
qualification. For our restricted purposes, it is 
not necessary to consider the distinction 
between the last two. 

11 The SIX regions are. the developed countries; 
east Asia (total); east Asia (high performing); 
Latin America and the Caribbean; south Asia, 
and sub-Saharan Africa. 

12 The research was carried out under the 
auspices of F'CCAL (Canadian Foundation 
for liic Americas) and executed by the Centre 
for International Studies, University of 
Toronto. The data used were household sur¬ 
veys carried out at discrete dates between the 
1970s and the mid-1990s. The countries 
included arc Argentina. Brazil, Chile, 
CoFoinbia. Costa Rica, the Dominican 
Republic, Ecuador, Mexico and Uruguay. The 
account in the text is bused on the overview 
by Berry (1995). 
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Addressing Women’s Reproductive Health Needs 

Priorities for the Family Welfare Programme 

Shireen J Jejeebhoy 

A growing recognition that population dynamics, quality of life and women’s status are closely uiterrelutcd 
argues strongly for afresh look at India’s population programme. Strategies to broaden the narrow focus of 
services, and more important, to put women’s reproductive health .lervices and information needs in the forefront 
are urgently required. What are the gaps in women’s reproductive health care? What are the constraints women 
face in accessing quality health care? 


INDIA’S national family welfare programme 
has two stated objectives: to address the 
needs of families, notably women and 
children, and to reduce population growth 
rates. In reality, the programme has not lived 
up to Its title of ‘family welfare’. The thru.st 
of the programme, as is well known, has been 
disproportionately focu.sed on achieving 
demographic targets by increasing 
contraceptive prevalence and notably female 
sterilisation. In this priKess, women’s needs 
have been generally overlooked by the 
programme and the consequences of this 
neglect, in terms of poor reproductive health, 
arc disturbing. There is an urgent need to 
reorient programme priorities to focus more 
holistically on reproductive health needs and 
on woman-based services, that is, services 
that respond to women’s health needs in 
ways which are sensitive to the socio-cultural 
constraints women and adolescent girls face 
in acquiring services and expressing health 
needs. 

What are the gaps in women's reproductive 
health and what arc the priorities for reshaping 
the family welfare programme in a way that 
better responds to women’s needs? Before 
going further into a description of the situation 
in India, and given the focus on reproductive 
health, it is appropriate, here, to define what 
is meant by reproductive health: a 
reproductive health orientation means that 
people have the ability to reproduce as well 
as to regulate their fertility; that women are 
able to undergo pregnancy and childbirth 
safely; that obstetric and gynaecological 
disorders are addressed; that the outcome of 
pregnancy is successful in terms of maternal 
and child health and well-being; and that 
couples are able to enjoy sexual relations 
free from the fear of disease. Reproductive 
health is affected by a variety of socio-cultural 
and biological factors on the one hand and 
the quality of the delivery system and its 
rc.sponsiveness to women’s needs on the 
Other. A woman-based approach to 
reproductive health is one which responds 
to the needs of adult women and adolescent 
girls in a culturally sensitive manner. 

Women’s unequal access to resources, 
including health care, are well known in 


India, in which stark gender disparities are 
a reality. While dispantics in life expectancy 
may be narrowing, unequal sex ratios and 
higher female infant and child mortality rates 
in large parts of the country continue to 
reflect the general devaluation of women. In 
other areas also, women remain at a 
considerable di.sadvantagc in many areas in 
the quality of that life both within the home 
and outside it. For one, female literacy and 
enrolment rates lug far behind that of males 
in most stales: enrolment ratios for females 
arc lower and gender disparities in school 
enrolment arc wider in India than in almost 
every other region of the developing world. 
Gross enn.lment ratios suggest that even in 
the 1990s, only 88 per cent of all girls aged 
6 to 10 (compared to over l(X) per cent of 
all boys) are enrolled in school; by the upper 
primary stages, fewer than half of all girls 
(47 per cent) compared to three quarters of 
all boys arecnrollcd. Of even greater concern 
is the fact that only about one in three girls 
aged 6-14 actually attended school, compared 
to about three in live boys. 

Women’s lack of control over economic 
resources is widespread. While the majority 
of rural Indian women are economically 
active, their work goes largely unrecognised 
and poorly remunerated. No more than one 
in five women arc reported to be worktng 
and no more than one in .seven working 
women is in the organised sector. Where 
women work, they arc about six times as 
likely as men to be marginal workers, they 
work fewer days per year, earn lower wages 
including a lower cash to kind ratio than that 
awarded to men. While there arc several 
government-sponsored poverty alleviation 
schemes (e g. Integrated Rural Development 
Programme), women arc underrepresented 
among the benericiarics. For example, in 
1987-88, against a target of 30 per cent 
female beneficiaries anticipated by the IRDP, 
Rajasthan achieved as little as LS per cent. 
Women are considered unskilled, ignorant 
and poor debtors and hence unqualified, m 
practice, for credit facilities or for the 
upgrading skills. 

The above inequalities severely constrain 
the ability of women and adolescent girls to 


acquire good health and woman-centred 
health services. At the hou.schold level, these 
disparities translate into a luck ol autonomy 
and control over hou.schold resources - both 
material and knowledge. Women have little 
decision-making authority iind freedom of 
movement: few women, including working 
women, have any control over the 
household's economic msources. Seclusion 
practices and other behavioural norms further 
reinforce women’s lack of freedom ot 
movement, self-confidence and their 
acceptance of self-denial, including in matters 
relating to health seeking and lood intake. 
Violence against women, ra|H'. and incest are 
all part of women’s lives and yet remain 
invisible in (hat there are tew services that 
address these fksucs. 

In short, women’s poor rcproducii vc health 
in India is aflectcd by a variety ol socio¬ 
cultural and biological lactors Underlying 
poor reproductive health among Indian 
women is their poor overall .status on the one 
hand and an inadequate delivery .sy.stcm to 
cater to the needs ot secluded, shy and 
devalued women on the other. Thus, elToits 
to improve women's education, raise 
enrolment and attendance rates of girls in 
school and reduce the drop-out talc on the 
one hand and enhance women's income 
autonomy on the othei arc tundamcntal, 
in the long run. for impiovenients in 
women's and family health: no less 
important aie improvements in thcquality 
and breadth of services catering to 
reproductive health needs. 

1 

Gap.s in the Programme 

India's family welfare programme, as is 
well known, has been disproportionately 
focu.sed on achieving demographic targets 
by increasing contraceptive prevalence and 
notably female sterilisation. Woman-based 
.services, or those responding to women’s 
health needs in ways which are sensitive to 
the socio-cultural constraints women and 
adolescent girls face in acquiring services 
and expressing health needs, have been 
largely lacking. .Since 19S2,thelndianfamily 
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pluming programme has evolved through a 
number of stages, has changed its focus and 
has vacillated in termsof intensity and manner 
of commitment to it. In the earty years, the 
[Kogramme witnessed a period of caution 
and its impact was hardly felt; in the decade 
196S-7S. the programme was strengthened 
and consolidated and the integration of family 
planning with maternal and child health 
services was introduced. It was also during 
this decade that abortion was legalised and 
the ratio of health workers to population was 
increased. At the same time, the minimum 
needs programme was formulated which 
combined health and nutrition with fertility 
reduction and the incentive system was 
stepped up. Following the declaration of 
national emergency in 1975, family planning 
and politics became closely linked and, as 
is well known, the programme became 
aggressive and highly coercive. Subsequent 
governments have cautiously stressed the 
voluntary nature of the programme; however, 
despite its commitment to a cafeteria of 
methods and integration with maternal and 
child health, it continues, in practice, to be 
heavily biased in favour of sterilisation, 
financial incentives (frequently 
supplemented by additional incentives in 
cash and kind) and target achievement. More 
recently, there has been a recognition that 
the singular focus on sterilisation neglects 
the contraceptive needs of young couples, 
on the one hand, and the health needs of 
women and children. The health sy.stem 
operates through a network of 20,847 primary 
health centres and over 1,30,000sub-centres; 
domiciliary services are expected to be 
provided by the large numl^r of health 
workers (ANMs) attached to the various 
centres; despite this, outreach continues to 
be poor. 

Health and family planning services in 
India have nut been sensitive to the situation 
of women or to the constraints they face in 
seeking services or even expressing health 
care needs. Two major shortcomings of the 
programme are that it is designed centrally 
and that it is based on demographic targets. 
Women at the grass roots are the programme’s 
main clients, but the programme all but 
ignores them in its priorities, in its service 
delivery and communication strategics. What 
is urgently required is a greater client focus, 
and* more spccirically a health and family 
planning programme that is based on what 
women want and need and appropriate and 
culturally sensitive ways of addressing these 
needs. By this we mean that such needs of 
Indian women as domiciliary services, 
sensitive probing of obstetric and 
gynaecological problems, interaction with 
service providers which is not threatening 
and above all, a more holistic approach to 
their health rather than the current stress on 
family planning. 


India’s maternal moitality ratio isestimated 
at 5SS per 1,00,000 live births [Mari Bhat 
et al 1992] - about 50 times higher than that 
of many industriali.sed nations and six times 
as high as that of neighbouring Sri Lanka 
[UNICEF 1991; Aesadi and Johnson-Aesadi 
1990]. Within a global perspective, it is 
estimated that India accounted for 19 per 
cent of alt live births worldwide, and for as 
much as 2/ per cent of all maternal deaths. 
Comparative data on maternal mortality are 
limited but what is available underscores 
wide regional disparities. For example, the 
maternal mortality ratio (maternal deaths as 
a proportion of births) is almost twice as high 
in the four large northern states (823 per 
1,00,000 births) as in the rest of India (457). 
Maternal deaths account for about I percent 
of all deaths and 2 per cent of all female 
deaths annually - but this translates into over 
10 per cent of all deaths among women of 
reproductive age and 13.2 per cent among 
rural women in 1987 [UNICEF 1991]. A 
large proportion of these deaths - up to two- 
thirds by some accounts - are preventable 
[Agarwal ct al 1982; Bhaskar Rao 1980; 
Panat and Mehendale 1987; Roy Chowdhury 
et al, 1982; Mitra and Khara 1983; Sinha 
1986; Rhatia 1988]. Leading cau.ses of death 
include haemorrhage (which accounts for 
16-22 per cent of all deaths), toxaemia (10- 
12 per cent), sepsis (8-13 per cent) and 
complications of abortion (10 per cent). A 
major related cause of death is anaemia, 
which accounts for 17-25 per cent of all 
maternal deaths [Registrar General 1987; 
Bhatia 1988], 

Much more pervasive is reproductive 
morbidity and lack of care during pregnancy 
and childbirth, including both the obstetric 
conditions listed above and gynaecological 
conditions, such as reproductive tract 
infections, cervical cell changes and genital 
prolapse. Data on reproductive health and 
constraints to good reproductive health are 
notoriously limited. Generally, data on 
mortality and morbidity come from hospital 
studies, but little is known about their levels 
and patterns in community settings. Estimates 
based on hospital studies tend to overesti mate 
maternal mortality, since hospitals are often 
seen as a last resort for women with difficult 
pregnancies ordeli veries. On the other hand, 
estimates based on hospital studies will 
underestimate morbidity, because they miss 
(he high proportion of women who endure 
poor health and especially poor reproductive 
health as their lot in life. It is difficult, 
hence, to assess the magnitude of and the 
factors underlying women's reproductive 
morbidity. 

There arc a few community-based 
studies which have tried to fill this gap in 
our knowledge of reproductive tract 
infections and other aspects of reproductive 
health. For example, the Bang et al (1989) 


investigation of rural, tribal women in 
Maharashtra, reports a high incidence of 
reproductive tract infections. Physical 
examinations found that some 92 per cent 
had one or more gynaecological diseases; 
infections of the genital tract, including pel vie 
inflammatory disease, vaginitis and 
cervicities, contributed halfofthis morbidity. 
Despite this high prevalence, only 8 per cent 
had undergone gynaecological examination 
and treatment in the past. High levels of 
reproductive tract infections have also been 
observed in other studies in rural and urban 
Gujarat [SEWA-Rural 1994; Baroda 
Citizen's Council 1994; niral and urban West 
Bengal [CINI 1994] and Bombay slums 
[Streehitkarini 1994]. 

Unsafe motherhood is still a reality in 
much of India and particularly in its rural 
areas [Jejeebhoy and Ramarao 1993]. Few 
women have access to antenatal care, high 
risk cases go undetected, anaemia is acute 
during pregnancy, deliveries are conducted 
largely by untrained attendants in unhygienic 
conditions and knowledge of health and 
nutrition needs during pregnancy and the 
post-natal period are poorly understood. 
Disparities in women’s access to care at 
delivery are evident from the fact (hat 
nationally, only one in three births are 
delivered by trained attendants; and thir 
proportion ranges from 21 per cent in the 
four large northern states to over two in five 
(43 per cent) in the rest of the country 
(sec Table). The official programme for 
maternal and child health reaches few 
pregnant and lactating women. Maternal 
health activities arc unbalanced, focusing on 
immunisation and provision of iron and folic 
acid, rather than on su.stai ned care of women 
or on the detection and referral of high risk 
cases. 

Urgently needed is greater insight into 
underlying risk factors, into why women’s 
reproductive health needs remain unmet. 
Equally important is the need to structure the 
reproductive health services to respond to 
the gynaecological and obstetric conditions 
women experience, and which take into 
consideration the social, cultural and 
economic constraints that women face in 
expressing these conditions and in accessing 
services for them. What are the leading 
reproductive morbidity conditions observed 
in community settings? What are the leading 
conditions observed for different age groups 
- those in the reproductive ages, adolescents, 
women beyond the reproductive ages? What 
are the socio-cultural constraints women face 
in acquiring good reproductive health and 
safe pregnancy and delivery? What kinds of 
interventions can be designed to respond to 
these needs? 

Health facilities at the community ievel 
are poorly equipped to deal with gynaeco¬ 
logical and obstetric morbidities, since they 
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hilWneMier the diagnostic fiKilitiesnorthe 
drugs to treat them. Moreover service 
providers are not hained to detect such 
morbidities; nor to provide sensitive 
counselling. The prevention and treatment 
of common RTIs is not complicated and can 
be treated at the first level of caw. What is 
needed at the primary health centre level are 
facilities for routine diagnosis of 
gynaecological conditions, improved 
obstetric care, sensitive counselling and 
sound refeiral services. 

Improving access to safe abortion should 
also form pan of an overall reproductive 
health strategy. Despite the fact that abonion 
has been legal for over 20 years, limited 
availability and poor quality tmve kept safe 
abonion teyond the reach of most poor 
women. Roughly five million abortions 
continue to be performed annually; of these, 
only about half a million abortions are 
performed under the health services network 
while another estimated 4.5 million occur 
illegally [UNICEF 1991]. And the growing 
tendency to misuse sophisticated prenatal 
diagnostic techniques to abort female foetuses 
suggests the diisturbing possibility of 
increased abortions and repeat abortions. As 
a result, complications resulting from unsafe 
abortion exact a heavy toll, and constitute 
a major .source of reproductive mortality and 
morbidity: over 10 per cent of all maternal 
deaths are due to abortions. Safe abortion 
services are available only in urban areas 
since registered practitioners are rarely 
available in rural areas; in 1984 for example, 
only about 1,000 physicians of a total of 
roughly 15,000 du(;|ors trained to perform 
abortions worked in rural area.s. Nor is 
information and counselling about legal 
termination services available to rural 
women; there is limited publicity about the 
law and there is a widely held perception that 
abortion is illegal. Also, abortion can involve 
a cost to the patient, and this cost can be 
prohibitive 4dr the average rural woman. 
And finally, the quality of abortion services 
and care at approved centres can be 
impersonal andjntimidating. Frequently, for 
example, women who seek abortion arc 
denied confidentiality or arecoerced to accept 
an lUD or sterilisation as a precondition for 
the abortion. 

Despite this, little attention has been paid 
to re.search, advocacy and programme issues 
concerning abortion in India. Little is known 
about abortion practices and behaviour. There 
is. for example, a paucity of rigorous social 
science research outlining poor women's 
perceptions, needs and decision-making 
process with regard to abortion, as well as 
their actual abortion behaviour and 
experiences. Also absent has been strong 
advocacy from women's groups, in large 
part because of their concerns for its misuse 
in relation to sex selection. Also, little 


attcHiion has beenpakltooperationai research 
on lacunae in current abortitHi services. Most 
disturbing, the programme has failed to 
integrate safe abortion into its family welfare 
services. 

In short, much more attention needs to be 
paid to the context in which abortion occurs, 
and to the provision of safe and affordable 
abortion services as a part of primary health 
care. As far as underatanding the context of 
abortion is concerned, we need to know why 
women resort to abortion, and especially 
illegal abortion, in large numbers; we need 
to have a socio-cuitural profile of abortion 
seekers, the constraints they faceinobtaining 
legal abortions in the one hand and 
contraception on the other and a woman's 
perspective of the qual ily of abortion services 
available. As far as services are concerned, 
above all, we need a reproductive health 
approach which incorporates the need for 
ready access to reliable information, 
sympathetic counselling and safe abortion 
services. 

Little evidence is available on the levels 
and patterns of infertility in India. Evidence 
from the 1981 census (Ministry of Health 
and Family Welfare 1990] and a village level 
study in Maharashtra [Bang et al 1989] 
suggest that infertility may be more prevalent 
in India (6-7 percent) than in other developing 
countries [2-3 per cent, Sai and Na.ssim 1989). 
Factors underlying infertility include, among 
other things, women’s poor health and 
nutrition status which can lead to repeated 
miscarriages and foetal wastage, unhygienic 
obstetric and abortion procedures and even 
such debilitating diseases as tuberculosis. 
And infertility can have serious consequences 
for female well-being in a culture which 
prizes reproduction - preventing her from 
achieving her desired family size and 
q|(posing her to various kinds of emotional 
harassment or marital disharmony. 

Again, little is known about the levels, 
patterns, determinants or consequences of 
infertility in India. And health services are 
rarely comprehensive enough to provide 
access to reliable information, sympathetic 
counselling and services to infertile couples. 
What is required is a sound referral system 
for infertile couples, along with primary 
health care which can provide basic 
information and counselling. 

Information on levels and patterns ot 
sexually transmitted diseases, which have 
severe implications for the reproductive 
health of both women and men, come 
predominantly from studies of patients of 
STD clinics and rarely from community- 
based investigations. The limited community- 
level evidence available suggests a relatively 
high prcvaicnceof STDs: an intensive village 
level investigation of 650 women in 
Maharashtra (Bang etal 1989] suggests that 
a disturbingly large proportion of women 


were suffering from syphilis (10.5 per cent) 
and gonorrhea (0.3 per cent). Othcrestimates 
suggest that about a million men and women 
are suffering from HIV/AIDS with dangerous 
potential for its wider spread. In studies of 
patients attending STD clinics, as in the 
Bang study, syphilis accounts for the highest 
proportion of patients, male and temate - the 
difference is that while the majority of male 
patients had primary syphilis, the large 
majority of women (over 75 per cent) had 


Table. Matcrnal Mortautv and HbAim 
Indices 



Maternal 

Mortality 

Ratio 

1982-86 

Percent Population 
Deliveries Served 
Assisleil hy 

hy Health Dircior 
Professionals 

1992-93 1990 

India 

555 

34 2 

5848 

Andhra 

Pradesh 

402 

49.3 

1924 

Assam 

1028 

179 

.35.16 

Bihar 

813 

19.0 

8750 ‘ 

Goa 

NA 

88 4 

3411 

Gujarai 

3.55 

42 5 

2523 

Haryana 

435 

30.3 

13976 

Himachal 

Pradesh 

NA 

25 6 

II705 

Jammu and 
Kashmir 

NA 

31 2" 

5350 

Karnataka 

415 

509 

1884 

Kerala 

- 234 

89 7 

1457 

Madhya 

Pradesh 

535 

300 

7213 

Maharashtra 

393 

.53 2 

6803 

Manipur 

NA 

404 

1179 

Meghalaya 

NA 

36 9 

2629 

Mizoram 

NA 

61 5 

5357 

Nagaland 

NA 

22 2 

5123 

Onssa 

778 

20 5 

.5401 

Punjab 

NA 

48 3 

6985 

Rajasthan 

938 

21 8 

5642 

.Sikkim 

NA 

NA 

.3295 

Tamil Nadu 

319 

71 2 

4297 

Tnpura 

NA 

33 5 

1165 

Ultar Pradesh 9tl 

17 2 

3822 

West Bengal 

551 

33 0 

1.5438 

Four large 
northern .slates' K23 

20 8 

5997 

Rest of India 

457 

43 4 

57.50 


Notes * Bihar. Madhya Pradesh, Rajasthsii and 
Utlar Prade.sh 


•• Jammu Only 

SouKfs Man Rhait, P N, K Navancctham and 
S Irudaya Rajan (1992) 'Maternal 
Mortality in India Estiinaies from on 
Econometric Model'. Populalion 
Research Centre. Dhorwad. Working 
Paper 24, January (col I). 

International Institute for Population 
Sciences (11 PS) (1995): Notional Family 
Health Survey (MCH and Family 
Planning), India 1992-93. Bombay, 
(col 2) 

Minisiiy of Health and Family Welfare 
(1991); Family Welfare Pmitramme m 
India: Yearbook 1990-91, Minisuy of 
Health and Family Welfare, New Delhi, 
(col 3). 
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Mcondary syphilis. And over the five-year 
period 1986-87 to 1991, there has been a 
steady rise in HIV prevalence among men 
and vromen attending STBciinics. reportedly 
from 1-5 per 1,000 to S-SO per 1,000; in 
Bombay, seropositivity rates among 
commercial sex workers rose from 2 per cent 
to 30 per cent within a span of two years 
(1988-90) [Ramasubban 19921. Even so. 
awareness of HIV/AIDS remains cursory; 
misperceptions abound about its transmi ssion 
and even about whether or not it is curable 
[Mane and Maitra 1992]. 

There has been a tendency for bot h research 
and .services to focus on high ri.sk groups - 
commercial .sex workers, men partners, truck 
drivers, and within them, on high risk areas 
(Maharashtra, Tamil Nadu, the north eastern 
states and metropolitan areiLs). Relatively 
neglected are a potentially very high risk 
group - monogamous women with non- 
monogamous partners. While community 
level data are unavailable, studies of patients 
of STDclinics suggest that while the majority 
of male patients were infected by commercial 
sex workers and casual contacts and not a 
single male was reportedly infected by his 
wife, one-third of all female patients were 
reportedly infected by their hu.sbands 
[Ramasubban 19921. Also neglected arc 
another high risk group - adoic.sccnt and 
young men, who, although sexually active, 
tend to be largely ignorant of sexually 
transmitted diseases, their modes or 
transmission and prevention, and the extent 
to which they arc life threatening. 

Urgently needed is a primary health care 
system which caters to the growing problem 
of STDs: counselling and referral at the 
peripheral level along with improved 
diagnostic facilities at the primary health 
centre level. Also needed arc rigorous studies 
of the socio-cultural aspects of .sexual 
behaviour and the context of high risk 
behaviour and transmission of infection. At 
the same time, not enough has been dune to 
educate the larger population- and especially 
secluded, invisible and powerless women - 
about STDs and HIV/A1DS, their pic vent ion. 
symptoms, modes of transmission and 
treatment. On the one hand, strategics need 
to be devised, which arc .sensitive to women's 
lack of control over sexuality and which can 
provide information at the doorsteps of 
secluded women. On the other hand, 
strategics need to be devised to intorm, 
sensitise and communicate with men. and 
particularly young men. Men arc an important 
audience tor such communication, both in 
their own interests and because of the role 
they play in conveying information - and 
disease - to women. Young and adolescent 
males area highly vulnerable group, generally 
ignorant of STDs and their prevention and 
information strategies need to include these 
groups. 


II 

Rbk Elements Affecting 
Reproductive Health 

(a) Malnutrition-. Underlying reproductive 
morbidity and exacerbating women’s 
vulnerability to obstetric, gynaecological and 
sexually transmitted morbidity is poor 
nutrition, and such consequences as anaemia 
and physical immaturity. Disparities in 
feeding patterns are evident from infancy 
(Das Gupta 1987; Khan et al 1988]; and 
studies which have monitored growth and 
nutritional status among children [Srikantia 
1989; Government of Maharashtra and 
UNICEF-WIO 19911 confirm gender 
disparities in growth and severe malnutrition 
from an early age. Poor adolescent weight 
and height result: it is estimated (Gopalan 
1989J that 47 per cent of 15-year-olds in 
India have body weights less than 38 kg and 
39 per cent have heights less than 145 cm, 
rccugni.scd as obstetric risk tactors. Another 
consequence is high levels of anaemia 
(Chatterjee 1989]: between 40 per cent and 
50 per cent of urban women and between 
50 per cent and 70 per cent of rural women 
arc estimated to suiter from anaemia 
[UNICEF 1991: Kapil 1990; Mathai 19891. 
While nutrition and iron supplementation 
programmes for pregnant and lactating 
women do exist, the little available evidence 
suggests that they neither reach their intended 
populations, nor have been successful in 
reducing the prevalence of anaemia among 
those they do reach (Ministry of Welfare, 
Department of Women and Child 
I'tevelopmcnt 1991: UNICEF 1991). 

(b) A</<>/e.«m/gir/.v: Adolescent girls, most 
of whom are out-of-school, constitute a 
sizeable proportion of the female population. 
They arc particularly vulnerable and 
neglected, coming under the purview of 
government programmes only once they are 
pregnant - the majority are out of school and 
arc neither .serviced by educational or schtMtl 
health programmes nor by child health and 
nutrition services. At the family level too, 
girls arc highly vulnerable: son preference 
is pervasive, rc.sulting m gender disparities 
in health care, food intake, .school attendance 
and labour contribution of children, from an 
early age. Moreover, typically, marriage and 
childbearing arc early and universal. There 
arc strong cultural pressures on parents, 
especially in the northern .states, to marry 
their daughtc.s early; in addition, few 
economic advantages accrue to parents in 
delaying their daughters’ marriages. Asmany 
as 6.2 per cent and 43.4 per cent of girls aged 
10-14 and 15-19, respectively, were already 
married in 1981 (higherin the northern .states). 
India has been notoriously unsuccessful in 
raising the age at marriage of its females: 
between 1971 and 1981, for example, the 
mean female age at marriage increased from 


17,2 to 18.3 and six of the 14 mqw states 
recorded average ages of marriage below the 
legal minimum age at marriage. Early 
marriage leads to early onset ofchildb^rig: 
10-15 per cent of all births annually occur 
to women in their early teens [Mathai 1989; 
Kapil 1990], occurring before the female is 
physically fully developed. Complications 
of pregnancy, peri-natal and neo-natal 
mortality and low birth weight are much 
higher among adolescent women than among 
older women. And not only does early 
childbearing further deplete the already 
malnourished adolescent, butital.so can result 
in severe damage to her reproductive tract 
[Ramachandran 1989]. 

The sluggish pace of increase in age at 
marriage is an important factor underlying 
both the slow fertility decline and the poor 
reproductive health situation in the country. 
Efforts to raise age at marriage have to take 
a holistic perspective on adolescent girls - 
their education, enhancement of work- 
oriented skills, as well as measures to delay 
their marriages and enhance their autonomy 
and sense of self-worth within their families. 
Mca.surcs to reduce drop out of school among 
adolescents, and to provide non-formal 
education and training to school drop outs 
arc fundamental for enhancing women’s 
control over their own lives and ability to 
have a say in marriage choices. And 
recognising the link of early marriage and 
childbearing to both reproductive health risks 
and social development risks, measures to 
delay marriage or enforce the law pertaining 
to minimum age at marriage need to be taken 
more seriously. In short, adolescent 
childbearing can best be prevented through 
innovative and indirect interventions which 
cater to the health, educational and 
employment needs of adolescent out-of¬ 
school girls. 

There have been few systematic efforts in 
India to address the needs of adolescent girls. 
What is essential arc programmes which 
l(X)k to the overall development and ‘value’ 
of the adolescent girl to her natal family. 
There have been few programmes aimed at 
retaining girls in school or giving them 
employment. In particular, the development 
needs of out-of-school adolescent girls have 
rarely been acknowledged or addressed: there 
are few programmes that ensure basic 
education, a vocational skill and the potential 
for income, and, at the same lime, exposure 
to new ideas regarding family life and health 
[sec, for example, Bose 1987]. In the 1990s 
forthe First time, one government programme, 
the Integrated Child Development Scheme 
(ICDS), extended its activities, although on 
a limited scale, to include adolescent girls. 
ThelCDS programme originally intended to 
provide nutritional supplementation and 
health and nutrition education for pregnant 
and lactating women and nutritional 
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i<ipj|illeaie»tation Md early childhood 
edii^on for their pre-school-aged children. 
It has recently expanded its services to 
incoqxirate programmes for out-of-schooi 
adolescent girts aged 11-18 years. This 
programme operates through girls’ clubs 
(balika mandate) and its activities are limited 
to the provision of nutritional 
supplementation and health check ups. along 
with some health education. There is, 
however, little attention paid to enhancing 
literacy, skill development or income 
generation. Adolescent programmes 
currently operate in 507 blocks, are well 
attended, and are expected to be extended 
to additional blocks. Although its activities 
aielimited, the programme isnotablebecau.se, 
for the first time, the health and nutrition 
needs of adolescent girls have been 
specifically addressed. 

A comprehensive focus on adolescent girls 
- to improve their nutritional levels, access 
to health services and increase their ages at 
marriage - would thus address an important 
reproductive health need at an early stage 
in the life cycle. Gisen the particularly 
constrained situation of out-of-school 
adoie.scent girls, such a focus would cater 
directly to the service and information needs 
of adolescents and their parents, as well as 
indirectly through measures to enhance 
literacy, health and reproductive health 
education and vocational skill development. 
Such measures are fundamental forenhancing 
the .situation of adolescent girls both within 
and outside the household and for enabling 
them a say in theirown lives. And recognising 
the link between early marriage and 
childbearing to both reproductive health and 
social development risks, measures to delay 
marriage or enforce the law pertaining to 
minimum age at marriage need to be taken 
more seriously; both direct measures such 
as information campaigns directed at parents, 
as well as more indirect measures, such as 
providing acceptable earning opportunities 
for adolescent girls, need to be considered. 
Finally, enhancing ridolescent girls’ control 
over economic resources is a fundamental 
means by which this vulnerable group can 
attain some say in their own lives on the one 
hand and become perceived as more valuable 
by parents on the other. 

Sexual activity of unmarried young people 
is rarely considered a concern in the Indian 
context; neither research nor action hence 
focus on 'the sexual information and 
contraceiMi ve needs of young unmarried men 
and women. Yet there is a growing body of 
evidence which suggests considerable 
ignorance of sexual matters on the one hand 
and considerable sexual activity on the other, 
among young unmarried youth in both rural 
and ur^ areas. There is evidence, for 
example, of tremendous lack of awareness 
of their bodies and sexual behaviour, both 


among girls and boys; dieie is ctmsiderable 
interest among them in filling this gap in 
knowledge [Bhende 1993]. As far as sexual 
activity is concerned, a study in a rural and 
tribal settingofMahareshtra(Bangand others 
1989] reveals, on the basis of physical 
examination, that nearly half of all unmarried 
girls had experienced sexual activity. While 
these high levels are probably atypical for 
rural India as a whole, they arc certainly 
suggestive of .sexual activity among 
unmarried girls in rural areas. And in urban 
India, a recent study among students at elite 
schools in New Delhi finds that a large number 
of students ate involved in high risk sexual 
activities - about 60 per cent of the male 
students, for example, ate in vol ved in sexual 
activities with commercial sex workers or 
older women in their neighbourhoods. Even 
girls are observed to be sexually active, 
though considerably fewer than boys. As 
many as 80 per cent of all students are aware 
of AIDS/HIV and its modes of transmission: 
however, much fewer girls than boys are 
aware of the u.se of condoms in minimising 
the risk of infection. And even though a large 
proportion of boys are aware that use of 
randoms can minimise infection, few boys 
use condoms (Chaudhary and Francis 1994]. 

What is ttetefore urgently required for 
both adolescent girls and adolescent boys 
arc programmes which help deal with their 
own well-being, their health, their bodies 
and their sexual lives. This is particularly 
important in light of the HIV epidemic and 
in light of growing evidenceof both ignorance 
in sexual matters on the one hand and 
considerable sexual activity among young 
unmarried people on the other. 

(c) Contraceptive patterns: Though 
contraceptive prevalence rales have been 
increasing (over the decade of the 1980s 
(1980-81 to 1989-90) there has been a virtual 
doubling of the couple protection rate, a 
measure of contraceptive prevalence using 
service statistics), and 42 per cent of all 
currently married women in the reproductive 
ages or 61 million women, practice .some 
form of contfaception. Again, regional 
disparities are wide: whereas about one in 
three currently married women of 
reproductive age currently practices 
contraception in the four large northern stales 
(32.6 per cent), about half of all women in 
the rest of the country do (50.3 per cent). 

The emphasis is on terminal methods and 
female methods; few (only 12 per cent) use 
a non-terminal method, reflecting the 
unbalanced focus of the family planning 
programme on terminal rather than reversible 
methods. As many as 30 percent (42 million) 
were protected by sterilisation (mostly 
female), 6.3 per cent (9 million) by lUDs, 
5 per cent (7 million) by condoms and under 
2 per cent (2.7 million) by oral pills. As a 
result of the emphasis on terminal 


contraceinion. young and low parity women 
remain unprotected from repeated and closely 
spaced pregnancies: only 16 per cent of 
women below 30 practice any form of 
contraception, compared to 55 per cent of 
all women aged 30 to 44 years. TTie average 
age of sterilisation acceptors is over .10 years 
and parity is over three; these have declined 
moderately at best over the last 15 year.s. 
This .selectivity by age and parity is one 
reason why the relatively high overall rates 
of contraceptive prevalence have not been 
translated into correspondingly low Icvelsof 
fertility for the population as a whole. And 
the resulting repeated and closely spaced 
pregnancies at younger ages enhance chances 
of reproductive morbidity. 

Many barriers to contraception remain even 
among women who have the number of 
children they want. First awareness of non¬ 
terminal methods is generally poor, and 
correct knowicdgcof their use worse. .Second, 
though a cafeteria of methods is theoretically 
available, most women do not have the wide , 
choice that the list of theoretically available 
methods implies. For the most part, the 
prospective acceptor is informed only of 
methods considered appropriate by the 
service provider and docs not participate in 
the selection of the methods she will use. 
Third, male involvement is weak and needs 
to be more actively .sought in terms of both 
male method utilisation - even though 
vasectomy is simpler, cheaper and safer than 
tubectomy, it continues to be neglected by 
men, women and service providers - as well 
as a greater sensi ti vity to the effect of repeated 
pregnancies on mother and child. Fourth, 
services tend to be poor, impersonal, 
threatening or simply unavailable to women; 
domiciliary visits to secluded women or 
village-level outlets for them have been, in 
practice, irregular and unresponsive to the * 
needs of women; personnel have been 
observed to be quite uncaring of women’s 
dignity i Khan and Ghosh Da.stidar 1985] and 
quite lax in offering cither prc-acccptance 
counselling or post-acceptance follow-up. 
So it is not surprising that there is considerable 
unmet need for family planning (currently 
married women who want no more children 
but arc not using a method of contraception). 
Estimates of unmet need for India are of the 
-rrder of 20 per cent: if women who wanted 
no more children were able to avoid another 
pregnancy, it is estimated that maternal 
mortality ratios would fall by up to 40 per 
cent in India [Aesadi and Johnson-Acsadi 
1990]. 

As of 1990, there were 141.9 million 
eligible couples in the country of whom 
about6l million are protcctedby some means 
of contraception, in another 10 years, India 
expects to have 170 million eligible couples 
and if an NRR of one is to be achieved, it 
is estimated that as many as 102 million 
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eligible couples will have to be using some 
form ot contraception by the year 2000 In 
other words, over the next 10 to 11 years, 
India aims to double the number of its 
protected eligible couples Given the current 
thrust of the programme and the socio¬ 
economic and demogra|4iic situation, this is 
an ambitious target, one unlikely to be met 

Today, awareness ol the fact that tertility 
can be controlled is almost universal, 
unfonunatcly, only one method is widely 
known and that is stenlisation Also, a large 
majonty of the population approvesot family 
planning These two criteria are necessary 
but not sutficicnt conditions to raise the 
demand for family planning services More 
impoitant, the extent of demand for any form 
of contraception is linked up with family size 
preferences And in India, a family size of 
at least two sons and a daughter is considered 
essential to most parents (and some three to 
four children and two to three sons in the 
northern states) Sincctheconipositioncannot 
be made to order, actual fertility can be much 
higher than desired and, though awareness 
IS nearly universal and attitudes positive, far 
fewer couples are motivated to actually limit 
family size, especially in the lour large 
northern states in view ot the large preferred 
family si/e 

In short though a large proportion ot Indian 
women arc motivated to limit or space 
childbearing theyareconstrainedfromdoing 
so lor reasons which are rooted in the 
inadequacies of the programme on the one 
hand and by socio-cultural factors on the 
other The focus on sterilisation target 
fuirilment and incentives has resulted in 
obscuring the spacing needs of women and 
their right to exercise informed choice 
Service delivery siratcgies and quality of 
care have been largely insensitive to the 
needs of women, the constraints the average 
woman faces in seeking services, in voicing 
fears and side-effects and their nght to have 
complete pre-acceptance counselling 
including information on potential side- 
effects and complications and post¬ 
acceptance follow-up 

{c)Qualtt) oftepioducitve health services 
Little systematic evidence exists in India 
idiout standards ot care in the family welfare 
programme or specific steps which can be 
taken to improve It More attention has been 
paid to physical infrastructure, personnel 
and equipment than on quality of care 
especially from the woman's (client’s) 
perspective (^ality care comprises several 
dimensions (I) availability ot a wide range 
of contraceptive, MCH and other services, 
(2) accessible, complete and accurate 
information about contraceptive methods, 
including their health nsks and benefits (3) 
safe and affordable services, along with high 
quality supplies, (4) well-trained service 
providers, with ski'Is in interpersonal 


comaninlcatioit and counaelling, (5) 
appropriate follow-up care, and (6) regular 
momtormg and evaluation of performance, 
incorporating the perspectives of clients and 
bcneficianes Thus far, these elements of 
quality of care have been largdy missmg 

The little available evidence on utilisation 
ot maternal health services attests, for 
example, to the poor outreach of maternal 
health services no more than 40-50 per cent 
of all pregnant women in India are estimated 
to receive any ante natal care {Singh and 1^1 
1988, Staas and Measham 1990, Aesadi and 
Johnson-Aesadi 1990] and at the time of 
delivery, no more than 20 per cent of all 
women have some contact with medical or 
paramedical personnel Deliveries are largely 
conducted by untrained personnel and in 
unhygienic conditions, both of which 
contnbute significantly to poor maternal 
health Matcmitybcnefitsarewoefullyahscnt 
for the large majonty of women in the 
unorganised sector, a factor which 
compounds maternal ill-health, the recent 
talk ot restneting maternity benefits in the 
organised sector to two children has senous 
implications for both maternal and child 
health 

The health deli very system has been largely 
insensitive to the reproductive health care 
needs ot women and the constraints they face 
in expressing these - let alone the constraints 
they face in obtaining services Doorstep 
services are essential lor secluded women 
and these are rarely undertaken and where 
undertaken, tocus largely on contraception 
latherthan on reproductive health in general 
Health workers themselves are poorly 
informed about reproductive morbidity 
(especially gynaecological conditions), can 
be insensitive in probing and recognising 
symptoms and are preoccupied with meeting 
contraceptive targets rather than offering a 
range of reproductive health services And 
given women's lack of autonomy and 
dccision-making authonty, it is unlikely that 
sick women will take the initiative in 
obtaining health care for themselves In 
particular there is a tendency to endure 
obstetric and particularly gyaccological 
morbidity as a foct ot lile and a shyness to 
reveal these conditions to or discuss them 
with health care providers 

Despite the fact that the large majority of 
births continue to take place and arc attended 
by untrained personnel the incorporation of 
trained traditional dais (TBAs) in the 
provision of ante natal and natal services has 
not been a pnority in the health system Since 
younger generations are unwilling to become 
dais, there is the likelihood of a senous 
shortage of delivery attendants While there 
have been programmes to train traditional 
dais and provide them with materials and 
satedcliveiy kits, there has been littlengorous 
assessment ot the impact of this training, and 


from all accounts, success has baen liinRed. 
The SEWA (Ahmedabad) experience, 
however, suggests that dais can be 
realistically brought into the health service 
network Dais are trained for ante-and post¬ 
natal care and delivery, as well as primary 
healthcare, child health and family planrang 
At the same time, dais have been trained to 
provide tee-based services, resulting not only 
in enhancing the status of thedai, but making 
her more accountable Even so, there is a 
paucity ot evidence on the impact of services 
delivered by trained traditional birth 
attendants 

The persistence of an unmet need for 
contraception is further evidence of the poor 
quality of services and care, since women 
are inclined to prefer an unwanted birth rather 
than accept available contraception services 
A cafeteria of methods is rarely provided to 
the potential user, nor iscounselling or advice 
on side-effects - despite the fact that study 
after study has shown that method accepunce 
and continuation depend largely on thequality 
ot care Moreover, morbidity ansing from 
contraception is cause for concern In 
particular, the camp approach to stenlisation 
and the increasing tocus on lUDs have been 
associated with a variety ot side effects 
More serious conditions ranging from 
excessive bleeding to pelvic inflammatory 
disease have also been reported and point 
to a need lor more hygienic service delivery 
conditions ingeneral and a programme which 
IS sensitive to the needs of and constraints 
facing women, in particular 

At the service delivery level, there are few 
examples of sensitive, client oriented family 
planning and reproductive health services 
The government programme remains focused 
on fertility reduction, with reproductive health 
remaining ot secondary concern There are 
a few examples of client-centred se'vice 
programmes in the NGO sector, these 
examples remain undocumented and offer 
few clear cut strategies lor replication lor 
service programmes In short, there is a need 
for a rigorous quality of care perspective to 
be incorporated into both interventions tor 
service provision and research 

As far as service delivery is concerned, we 
need to learn from successful small 
reproductive health programmes on the 
one hand and expand the programmes of 
other NGOs to include comprehensive 
reproductive health programmes based on 
the needs of women on the other These 
include (I) quality outreach services delivered 
in ways which are sensitive to a cultural 
milieu which inhibits women from expressing 
their reproductive health needs or seeking 
health services, (2) services which go beyond 
the current exclusive focus on contraceptive 
method acceptance to a morecomprehensive 
programme which includes safe motherhood, 
treatment ot gynaecological and obsMne 
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infe^om, abortion and infintility services 
Bs well as peaier attention to continuity of 
care,sensitivecounselling, screening, follow¬ 
up and treatment of complications as well 
as access to a wide range of services; (3) 
more attention to women'sinformation needs 
through culturally acceptable media and 
messages; and (4) more attention to the quality 
of service provider-client interaction. 

The recent controversy about provider- 
dependent methods including norplant and 
injectables raises concern about the 
implications of introducing these methods 
into a programme whose quality raises doubts 
about adequate counselling and follow-up. 
Introduction of these new methods has 
therefore raised fears about their safety, the 
health consequences for women of poor 
follow-up or loss to follow-up and of the 
potential for coercion and abuse. 

As far as research is concerned, little is 
available from the perspective of individual 
clients and women in particular on the kiitd 
of services and care they receive; on the 
I inkages between how women perceive health 
care services and their utilisation of these 
services; on how women's perceptions of 
quality of care affect their lives. Social 
scientists tend to have a narrow interpretation 
of reproductive health, rarely addressing, for 
example, the user’s perspective of health 
care services. Moreover, it is increasingly 
clear that in order to document women's 
perceptions, experiences and needs, what is 
requited is a blend of both in-depth qualitative 
research as well as the more familiar 
quantitative survey methodology. 

Finally, there is concern about how new 
economic policies will affect mea.sures to 
improve quality of cate. First, if social sector 
spending is reduced, resources for the health 
sector will certainly becurtailed. And second, 
the trend toward increased privatisation of 
health may also have implications for both 
access to health care among the poor as well 
as to accountability in terms of the kind of 
services and care provided. This is of 
particular concern for preventive and 
promotive care activities which are almost 
entirely provided through the public health 
system, rather than for curative health care 
where about 70 per cent of all services are 
already in the private sector. 

(0 Women's health seeking behaviour. 
While poor quality of cate can inhibit women 
from seeking health care, women's lack of 
autonomy in decision-making or movemem 
is also an important constraint on women’s 
health seeking. Women are, by and large, 
taught self-denial and modesty ^m an early 
age and are hence unlikely to acknowledge 
a health problem, and particularly a 
gynaecological problem, unless it is very 
advanced [SEWA-Rural l994].Forexample, 
large numbers of women experience white 
discharge but consider it as part of their lives 


and rarely seek medical care for such a 
problem. Lack of decision-making, freedom 
of movement and time can restrict visits to 
health centres, even where a health problem 
has been recognised. Moreover, pelvic 
examinations arc strongly resisted by women. 
And even if a problem has been diagnosed, 
treatment is frequently not followed through 
because it is seen as an unnecessary expense 
or too demanding. Often, in addition, the 
focus on allopathic medicine has tended to 
alienate women, generally more exposed to 
traditional medicines; more needs to be 
known about the.se traditional treatments, 
their health benefits and the way they arc 
percei ved by women. There is, unfortunately, 
little rigorous research on women's 
constraints to health seeking in the area of 
reproductive health. Moreover service 
delivery strategies remain oblivious to the 
real constraints women face in acquiring 
good health care. 

(g) Health information needs: Com¬ 
municating new ideas to poor, illiterate and 
secluded women is no easy task. We have 
already seen that literacy and school 
enrol ment levels are generally low and school 
drop-out rates are relatively high in India, 
especially among women. Given these low 
literary levels, it is not surprising to observe 
that relatively small proportions of rural 
women are exposed to the media. 

Activities promoting communication about 
population issues have been undertaken as 
part of the Indian population programme. 
Once again, however, the aim of the lEC 
component of the family wcl fare programme 
is limited to raising awareness of the small 
family norm [Ministry of Health and Family 
Wei fare 1993]. Extension education has been 
given little priority or importance and as a 
result workers have not maintained regular 
contacts, domiciliary or otherwise, with the 
communities they are to serve. Messages 
have been a regular feature of radio (radio 
programmes on family welfare have appeared 
somc7S,(XX) times during the year) and more 
recently on television; their content has 
traditionally related to contraception and 
more recently to such issues as immunisation, 
antenatal care, age at marriage and dowry. 
A near complete revamping of communicat¬ 
ion strategies took place after studies 
highlighted a high degree of awareness of 
contraception among the population: new 
strategies were designed which began to 
stress other issues such as lactation, 
immunisation, age at marriage, safe 
motherhood and equal treatment of daughters 
and sons. The family welfare programme 
also promotes messages through traditional 
folk media which are widely accessible to 
much of rural India. 

Poor, rural women are the least likely to 
be exposed to the electronic or the print 
media. For them, traditional mr^ia continue 


to be the major source of information and 
most important among these is interpersonal 
discussions, at theirdoorsteps. In recognitiim 
of this, not only health workers, but also 
'anganwadi' workers arcexpecied toconvey 
health and family welfare messages to rural 
women on a regular basis. In addition, 
women’s groups (mahila swasthya sanghs) 
have been created; these groups arc expected 
to assist ANMs in their activities while at 
the same time provide a forum for discussion 
of family welfare istsues. In addition, there 
is the I ink women scheme ai med at promoting 
greater participation of village women in the 
delivery of family welfare messages. There 
arc now almost 30,(XX) link women, who are 
chosen from the village community and 
trained by health workers to communicate 
family welfare messages in their villages. 
The success of these schemes. I ike the success 
of the interpersonal contacts, is unclear, hut 
what is clear is their singular f<Kus. thus far, 
on family planning and child survival. 
Another limitation is the fact that messages, 
and media tendto be uniform throughout the 
country and arc rarely tailored to respond to 
diflcrenccs in culture, language and needs 
at the lixral level. 

(h) Sex education: There is a glaring lack 
of attention to sex education in the official 
programme. What little education exists is 
imparted largely through the formal school 
curriculum and text books. As a result, large 
segments of out-of-school youth are 
excluded. Sex education, turd even knowledge 
of menstruation or of AIDS for example, is 
extremely limited and vague, especially 
among youth and females [Rhendc I993j. 
If even well educated adolescent girls and 
boysdo not haveacompicliensi vc knowledge 
of AIDS, its severity and how to prevent it 
[Chaudhary and Francis 1994), the levels of 
ignorance and risk taking among poorly 
educated slum and rural adolescents must be 
much higher, making a focus on innovative 
sex education programmes all the more 
urgent. 

Although the NGO .sector has tried to fill 
the gap in attention to sex education for some 
time, thcii efforts have, by no means, been 
sufficient. For example, the activities of the 
Indian Health Organisation, the Family 
Planning As.sociation of India, the Parivar 
Seva Sanstha, which have focused on family 
life education and sex education for both in 
and out-of-school youth, are hardly adequate 
given the cultural diversity in the country 
and the generally limited knowledge of the 
most basic aspects of reproduction and 
reproductive health, especially among 
women. There is also the problem that few 
people acknowledge that there is much sexual 
activity among adolescents and young 
unmarried people or approve of sex education. 
Chaudhary and Francis (1994) for example 
encounter^ considerable difficulty in even 
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gaining access to ntimy schools in the New 
Delhi area for their study of sex education 
and awareness of AIDS at the high school 
level. 

In short, there is a need to reorient 
communicatiun and education activities to 
incorporate a wider interpretation of 
reproductive health; to focus attention on the 
varying information needs of women, men 
and youth and to the media most suitable to 
convey information to these diverse groups. 
This kind of re-orientation of prionties 
requires not only a fresh look at messages 
and media but also at training of com¬ 
municators. 

IV 

Developing a More Woman-Centred 
Focus on Reproductive Health 

The Indian family welfare programme 
continues to be driven by demographic 
objective.s, notably increasing contraceptive 
prevalence rates and reducing fertility. 
Women remain one of the most underserv^ 
segments of the Indian population and a 
focus on their health and other needs is of 
special importance. A woman-centred 
approach is necessarily holistic, looking 
broadly at women’s health needs, as well as 
their poor economic status, their lack of 
decision-making autonomy and their limited 
access to new knowledge. 


the singular focus of the Indian iamiiy 
welfare programme on female sterilisation 
has meant the neglect of many areas of 
women’s reproductive health. As the earlier 
sections have shown, there is an urgent need 
to expand the focus of services, referral 
systems, lEC and research beyond FP to 
include safe motherhood, abortion services, 
services for gynaecological and obstetric 
morbidity; infertility; sexual behaviour and 
STDs; and even non-terminal contraception. 
Little is known for example of the extent of 
gynaecological morbidity among women; 
the little known suggests that the majority 
of women suffer from one or more RUs. 
Similarly, although abortion is widespread, 
It continues to be performed under illegal 
and unsafe conditions. With the growing 
HIV epidemic, while high risk groups such 
as commercial sex workers (CSWs) and their 
clients have been studied, little has been 
accomplished in the larger population, and 
particularly among women, regarding STD 
and HIV Question. 

Improvementinthequality of reproductive 
health care is acritical need. We need to learn 
from successful small-scale reproductive 
health programmes on the one hand and 
expand the programmes of other NGOs to 
include comprehensive reproductive health 
programmes. These include quality outreach 
services deli vered in ways which ate sensitive 


to a cultural milieu which iidiibita women 
firom expressing reproductive health needs 
or seeking health services. Viable service 
delivery models which can be held up to 
government need to be supported. Grass 
roots level programmes need to be 
strengthened so that they become models for 
provision ofservices. More needs tobeknown 
on how women perceive the service delivery 
system as it currently exists. A more in-depth 
understanding of traditional medical 
practitioners, the use of traditional medicine 
and local health traditions in catering to 
women’s health needs to be taken seriously, 
its advantages incorporated into health 
service strategies and its limitations widely 
discussed. 

Quality of care concerns extend also to the 
incorporation of new contraceptive 
technologies into the programme and to 
redressal mechanismsfor poor contraceptive 
or reproductive health care. The implications 
of introducing new technologies, usually 
highly provider-dependent into a programme 
whose quality raises doubts about adequate 
counselling and follow-up need to be better 
assessed. At the same time, there is a need 
for greater accountability in the programme 
and one means of achieving this is to evolve 
and strengthen redressal mechanisms for 
complications which arise from poor quality 
of services and care. 
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A focus on tiw health needs of adolesceni 
girls - their reproductive health needs, their 
nutritional status, the risks of early marriage 
and childbearing - is urgently required. At 
the same time, the health information needs 
of adolescent girls are rarely addressed and 
adolescent girls remain particularly ignorant 
about their bodies and about sexual behaviour 
and pregnancy; filling these gaps is a critical 
need. More generally, efforts to enhance the 
status of adolescent girls, through measures 
to keep them in school, to provide non- 
formal education to drop-outs and provide 
skill development and income generating 
opportunities is an integral part of a really 
holistic approach. While boys are more likely 
to be in .school and more likely to receive 
health and nutritional care than their sisters 
are, the health and .sex education needs of 
adolescent boys are about as neglected. 

There is .surprisingly little social science 
research which reflects the range of issues 
included under the rubric of reproductive 
health. There is, for example, little 
understanding of the .socio-cultural context 
of reproductive health, of women’s actual 
access to health care and the constraints 
women face in acquiring good health. 
Whether we consider the prevalence of RTIs, 
or abortion, or the prevalence and 
consequences of infertility, or the needs of 
adolc.sccnts or constraints to women's health 
seeking or even the context of demographic 
change or unmet need lor contraception, we 
are confronted with a glaring paucity of 
rigorous evidence on either their prevalence 
or their socio-cultural context. Nor is there 
solid empirical evidence in support of 
successful NGO projects. NGOs have been 
particularly lax about maintaining baseline 
and follow-up data tracking change in the 
communities which they serve and this 
can be a major stumbling block when it 
comes to holding up viable service delivery 
models to government. Finally, there is a 
need for more action re.scarch. We need to 
know, for a start, the current .service delivery 
system and its approach to women's needs. 
Second, where innovations are introduced 
in terms of quality of services or care or 
the incorporation of a woman's perspective, 
or more integrated services, we should 
like to know whether they have succeeded 
in encouraging more clients to avail of 
services; and above all, whether they have 
succeeded in improving women's health 
situation. 

First, recognising that poor, rural women 
are largely unlikely to be exposed to the 
electronic and print media, it is important 
-that communication activities directed to 
them continue to rely on traditional media 
and interpersonal, door-step contacts. It is 
important that communications becomes part 
of the holistic approach recommended above 
and that model service delivery projects 


incorporate locallyappropriatecommunicat- 
ions activities as an integral part of their 
reproductive health services. Training or re¬ 
training of communicators is es,sential. 

Finally, there is an urgent need to support 
programmes of sex and HIV/AIDS education 
both for adolescent girls and boys and for 
adults. It is time that sex education 
programmes became more realistic in terms 
of information needs of adolescents and 
youth, both in and out of school. Equally 
challenging are strategics to inform adults, 
and particularly .secluded women, of STDs 
and HIV/AIDS and more generally to get 
men involved in such issues as sexual health 
and safe sex on the one hand and re.spon.sibility 
in sexual matters and contraception on the 
other. 

A growing recognition that population 
dynamics, quality of life and women's status 
are closely interrelated argues strongly for 
a fresh look at India’s population programme. 
In thcoiy, India has a model population 
programme which aims to provide family 
planning within a broad framework of 
maternal and child health care, with emphasis 
on voluntarism and informed choice. In 
practice however, the programme is 
characterised by a singular focus on 
sterilisation, by poor quality of services, and 
an insensitivity to women and their broader 
reproductive health needs. Strategies to 
broaden the narrow ftKUS of services, and 
more important, to put women’sreproducti ve 
health service and information needs in the 
forefront are therefore urgently required; at 
the same time, men’s information needs, 
especially in the area of STDs and AIDS 
cannot be ignored. In the long term however, 
the pace at which improvements in quality 
of life in general and women's health in 
particular occurs is powerfully con.strained 
by low levels of education and control over 
material re.sources among Indian women. 
The importance of programmes to promote 
universal pnmary education for girls and 
non-formal education, skill and employment 
generation for women cannot be sufficiently 
emphasised. 

(I am grateful to the MarAithur Foundation for 
permilling me to use parts of a piiper prepared for 
the Foundation on reproductive health. I would like 
to acknowledge comments and suggestions made 
by Elaben Bhali and Miroi Chatterjee of SEWA, 
Ahmedabad, Connen Batrosn, Kavita Ramdas and 
Lxni Silverstcin of the MacAtihur Foundation. 
Michael Koenig of the Ford Foundation, George 
Marline of ISPN, Brazil and the participants at the 
Ahmedabad Workshop; and research assi.stance 
provided by .Shaniha Rajgopal.J 
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Tenetration by Invitation’ 

A Lecturer at Nanyang: A Memoir 

Michael Thorpe 

In Singapore many of our prized shibboleths - academic freedom, democracy, multiculiuralisni, the welfare 
state - have been trimmed and shaped by a pragmatic hand in a very .small, viable city-.state peopled largely 
by a traditionally hardworking race disposed, by long tradition, to accept an enlightened paternalism. While it 
cannot serve as a model for larger countries with greater populations divided among regional interests, it is a 
signal demonstration, microscopically, of the limits and art of the possible. 


1 WENT to Singapore in February 1962 as 
a lecturer in the department of modern 
languages and literature at Nanyang Univer¬ 
sity, the university for students who had come 
through the island’s Chinese (Mandarin) 
language schools. This university was also 
the poor relation of tlie University of Singapore 
which catered for the relatively advantaged 
products of the English-medium schools, 
established to serve the needs of the colonial 
system and, in its turn, the post-colonial 
regime of the autocratic Lee Kuan Yew. 

Tlic University of Singapore had been 
founded by the colonial power and was 
supported by the state, established in spacious, 
verdant grounds just on the edge of the main 
city. Many of its faculty, and most of its 
professorate, were highly paid, mostly British 
expatriates. They resided in spacious, airy 
houses and bungalows, cosseted by platoons 
of .servants, and lived the kind of expatriates’ 
life you can read of in Somerset Maugham, 
Graham Greene or Paul Scott. However, 
things were changing. Government inter¬ 
ference was complained of at parties, the 
Indian vice-chancellor was being ‘leaned 
upon’, and one heard of the still fresh con¬ 
frontation between I) J Enright and the 
ministry of culture, arising from his inaugural 
lecture, inoffensively entitled ‘Robert Graves 
and the Decline of Modernism’, delivered 
in November I960. 

Enrioht Akfair 

Enright has given his own account of this 
in the ‘Yellow Profe.s.sor’ chapter of his 
Memoirs of a Mendicant Professor 0969). 
He had digressed in his lecture to criticise 
the government’s campaign against ‘yellow 
culture’, that is. what was officially seen as 
a degrading and demoralising flood of 
western pop culture threatening government- 
sponsored attempts to foster indigenous 
culture in the cause of building a new nation. 
The Straits Times reported Enright as talking 
of “juke boxes and pantuns [Malay oral 
poetry]’’ and urging “let the people make 
their own choice”. Although his plea for 
cultural openness was well received by his 
students, Enright was called to the ministry 
for labour and law and lectured, in his turn, 
as to how “mendicant profe$.sors” should 
behave in the post-colonial world: 

The days are gone when birds of passage 

from Europe and elsewhere used to make it 


a habit of participating from their superman 
heights of European civilisation. 

If you bear this in mind your stay in this 
country may be mutually prontable (Memoh.i. 
p 129). 

Among the many piquant ironies of the 
Enright Affair is the fact that an avowedly 
anti-communist government, which had 
imprisoned leaders of the Communist Frotit 
Parly, the Barisan Sosialis, was itself 
behaving like a Maoist Chinese government 
bent on regulating and authorising what was 
culturally acceptable. This fact provides a 
link with the significance of Nanyang 
University where I found myself, 20 miles 
out of Singapore. Its political significance 
had by then (1962) reached far beyond the 
purpo.se originally embodied in the name, 
‘Nanyang’, which the Chinese who had 
cmigratedsincc the 18th century from China's 
poverty and corruption called their south¬ 
east Asian lands of exile, or hope. 

I would find in ‘The Sparks’, a mimeo¬ 
graphed periodical from the students’ Engl ish 
Society, this kind of thing: 

Keep on Fighting against the Yellow Culture 
bySLC 

Though the so-called self-government of 
Singapore launched an anti-yellow culture 
campaign when it took over office, it is to 
be regretted that it had nut been carried out 
successfully. The campaign turned out to be 
a failure. Obviously, the government's 
attitude towards the anti-yellow culture 
campaign now stands exposed and 
discredited. 

After the lapseof nearly four years, bad films 
and immoral literature have still not been 
uprooted. This yellow culture demoralises 
the youngsters who are at the impressionable 
age. Having been exposed to the influence 
of such poisonous thought, they become 
gangsters, thugs or morally corrupted people 
Students give up their studies and roam about 
the streets in parties of three or four. 
Gangsterism and juvenile delinquency aie 
the direct results of such .sexy pictures in 
which robbers, smugglers and rescals become 
heroes; beastly and barbaric acts are described 
as courageous, and perverted sexual 
behaviour is patnted as the sole and normal 
lifeof mcnand women. The morally cxirruptcd 
people are the troublc-makci s and p.'irasitcs 
of society. They cause a loss of man-assets 
to Singapore which is badly in need of them 
for national-building. 


We Ic.'irn from hiiilory that it is the colonialists 
who were the patrons of yellow culture, wlio 
caused us to fall into the cultural traps set 
by them. They were scll-inicrcstcd: they 
li led to prolong thetr conn ol over the people. 
While it is true that the previous colonial 
government enabled yellow culture to have 
tree pl.iy in the past, it is equally true that 
the pre.sent progressive culture still has to 
struggle tor its exi.stcnce Besides, producers 
ot bad films, publishers of immoiul literature 
and unscrupulous b<K>k-dealers must also be , 
responsible for the spread of yellow culture. 

Though today those stooges have betrayed 
the cause of unti-ycllow culture, yet history 
has taught us that yellow culture and the 
progressivcculturcnrcconnictingones.And, 
we are ful ly confident that progressi vc culture 
will be in victoiy if. and only it our people 
wage the campaign against yellow culture. 
Friend.s, let vis uphold the banner to crush 
yellow culture tii out coming .struggle. 

The langu.ige and totic are familtar. They 
have their origin in the China of ‘the Great 
Helmsman' Mao 2^dong and in the sayings 
of his Little Red Book. By the tune I read 
this I would have rcali.scd the Nanyang was 
a ‘hotbed’ of Maoism, that its politicised 
students saw themselves as the banner-bearers 
of an orthodoxy that the Lee govcniment, 
many of whom including lx» were former 
communists of Icllow-travcllcrs. had lapsed 
from. The government retatned from its past 
the Maoist Puritanism, Its antipathy to western 
popular culture, but was in matters economic 
west-inclined. 

Foros 01 Poi.iiu'Ai Opr>osittoN 

Nanyang was the focus of what political 
opposition remained. That was not its 
apparent original purpose. It was established 
in 19.51 to provide a seemingly legitimate 
university education fur the many thousands 
of Singapore Chinese whose education in 
Chinese .schools excluded them from the 
education and economic privileges enjoyed 
by the Anglo-Chincsc and the small 
politically courted Malay community 
educated in English. Nanyang University 
Limited was founded in the Chinese tradition 
of communal effort by a group of Hokkien 
rubber millionaires led by one Tan Lark Sye; 
its site, like Rome upon several hills, was 
aptly the SCX) acres of an old robber plantation. 
It was described as a “philanthropic orga¬ 
nisation”. whose objects were to “serve 
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promises that would have followed from 
making her home there. 

In the' 1960s and even as late as her iV(>u/ 
I/I the Tower (1976) Han Suyin was a mouth¬ 
piece for the hyperbolic official propaganda 
of the Great Cultural Revolution. Only in My 
House Has Two Doors (1980) did she reveal 
the ugly truths of persecution and torture, 
claiming to have lacked hard evidence earlier. 
This is simply incredible, from a person with 
such privileged access to Chinese leaders as 
well as ordinary Chinese, and indeed she 
admits she had known the reverse of the fair 
image she projected in the ‘ 1960s at the time. 
Her claim to have suppressed such evidence 
to protect members of her family hardly 
suftices; she was under no compulsion to 
sing the regime’s prai.ses. Her political shrewd¬ 
ness is evident in the thinly rictiunali.sed 
...And the Rain My Drink, which indulges 
neither the colonialists, nor their collabora¬ 
tors, nor the communists. There she com¬ 
ments "there is no secrecy in Asia”, yet she 
would for many years hush up the truth about 
China. Now her self-contradictions arc 
largely forgotten: she is feted again outside 
China us happened in 1990 at an 'Asian 
Voices in English’ conference organised in 
Hong Kong by the British Council. There, 
she spoke with characteristic disingenuous¬ 
ness about the Rushdie affair; on the one 
hand, India was right to ban a book that 
instigated violence, on the other, since she 
did not herself understand it. s'ne forbore to 
comment on its implications. 

It was refreshing to find in John Fraser’s 
shrewd study. The Chinese: Portrait of a 
People (1980), adebunking assessment; “I Ian 
Suyin gave all official ‘friends of China’ a 
bad name: they seemed to be toadies to 
whatever faction or party had power in 
Peking”(Chapter 11 ;ThcForeign ‘Experts’). 

To return to her role in Singapore and, for 
that matter, in relation to China: this pas¬ 
sionate romantic novelist, who made her 
name and fortune with Love Is a Many- 
SplendoiiredThing would represent, if looked 
at tooclosely, the evil of ‘personal life coirup- 
tion’ that thieatened the love of state: a 
perversion of natural human feeling perfectly 
anticipated in Orwell's Anti-Sex League of 
1984. This, so apt to Communist China, was 
in fiction registered impassively by my 
students. Communi.st or not they would not, 
in any case, give way to public display of 
affection; no hand-holding, arms about 
waists, lying close upon the grass, whatever 
their political stripe. 

Han Suyin’s romance, hud she actually 
been read, would not have been judged 
ideologically correct; 

Now let us discuss (writes a contributor to 
Sparkt] the difference between the sound 
and unsound literature. In our society, it is 
not hard to find people reading sensual stories 
and becoming sensualists. Weean also easily 
find people who turn to be pessimistic under 
the influence of unhealthy books which have 


a pessimistic theme...unhealthy literature 
diiitotts the facts and truth in real life, and 
propagates unhealthy pessimistic ideas, 
making the readers unable to distinguish 
between right and wrong. As for healthy 
literature, it exerts good influences upon the 
readers. It is the true and actual reflection 
of real life, and the demonstration of truth 
in life. Itenrichesourknowicdge and broadens 
our eyesights. It enables us to discriminate 
good from evil, and it propagates progressive 
notions and lofty ideals. In one word, healthy 
literature is the guidebook of life. 

‘Reauity I.S Ideoloaical’ 

‘Reality’, then, is ideological: so is truth. 
In Suloh Nantah, the English .Society’s 
journal, one Toh Pec Chiang makes the 
onhodox position, which justified the perse¬ 
cution of decadent writers in China, explicit. 
He begins by deploring views expressed at 
the Pan-Malayan Writers’ Conference in 
March 1962, to the effect that “literature 
does not necessanly ‘set out to serve humanity 
•Since a writer's views on what was good for 
society may contradict the view of the society 
Itself further, it was not enough to affirm 
that "although the writer is not required to 
serve specific social needs, he should be 
aware of the society in which he lives". This 
was to advocate a liberal individualism such 
as Enright’s position had represented in his 
provocative criticism of the Singapore 
government's campaign against yellow 
culture. However, that government and the 
Maoist students were clearly not at one. Toh 
goes on to define his ideal writer as one who, 
not separated from other s(x;ial beings for a 
single moment, must possess the common 
sense that an individual can feel the collective 
consciousness of the masses...it is the duty 
of the writer to unleash the war against the 
blood-suckers on the one hand and to educate 
or edify the musses on the other. Negatively, 
he IS to awaken them to the grim realities 
of life, to their poor living conditions; 
positively, he is to kindle their enthusiasm 
for a social reform through concerted efforts. 

Some people may say that the type of 
writings! advocate is nothing but propaganda. 
It /.V propaganda! Arts is nut an end in itself 
but a means to on end...arts is a means while 
life is an end. 

It is tempting to sympathise with this, 
especially if naive assumptions as to purity 
of means arc involved: dangerous naivete 
underlay dogmatic righteousness, at Nanyang 
justi lying the beating of dissidents, in Beijing 
their humiliation, torture and even execution. 
Mao’s ‘hundred flowers’ would, seemingly, 
allow breathing-space for differing views, 
but the critical ‘voices’ would be rooted out, 
detected as “poisonous weeds”, as advocated 
in the Helmsman’s notorious article, “On the 
Correct Handling of Contradictions Among 
the People’ (Febniary 1957). One such 
‘contradiction’ was pointed out by Chou 
Yang, without irony; 

He had just left the eneiny (Kuomintang) 
concentration camp, but he did not show the 


least bitterness toward the class enemy ...On 
the control y. he emphatically preached so- 
called “Friendly love of vast humanity”, 
maintaining that it was the only basic charac¬ 
teristic of mankind. This is diTK nil enough 
to understand, but, mure (.tinously still, he 
particularly emphasised “friendly love” and 
“loyally to one's friends” (Robcri Elegant, 
The Dragon's Seed (1958), pp 1 I*-I6>. 
Again, one is reminded of Orwell’s crucial 
crime, in 1984, of ‘Ownlife'. There could 
be no doubt of the doctrinal .source of such 
views as this, from an article praising a 
Malayan Chinese story, “Sun and Mist”, for 
its ideological correctness in portraying the 
.social character of love; 

From a historical point of view, love in a 
class society is endowed with aclass character. 
Each .social class has its own view on the 
thing called ‘love’. The bourgeoisie's con¬ 
ception of love means the .selfish relationship 
between a man and a woman on the basis 
ot sexual pleasure. The working class has a 
different conception of love To them, love 
means something richer than just the sexual 
relation between a man and a woman Tlieir 
conception of love includes the spiritual 
association. Besides individual iclationship, 
love has a much richer content. To the working 
class love is a stimulus to active social work 
and it is due to this that love is endowed with 
s(x;ial content (Martini Lee, Suloh Nantah, 
November 23, 1963). 

The ‘selfish ^relationship' is, in Maoist 
jargon, ‘personal life corruption’. It was a 
prime source of decadence in the traditional 
Chinese literature burned and destroyed by 
the Red Guards. What more trivial and 
despicable than the happy married couple of 
Shen Fu, soul-mates who “talked of ancient 
times, analysed the miHin, and discussed the 
flowers"?' Ifa student asked whether Robert 
Graves was not a ‘decadent’, you knew very 
well what he had been reading. ‘The Master’, 
Confucius, is rcpoitcd to have said: “I have 
never yet seen anyone whose desire to build 
up his moral power was as strong tes sexual 
deme" {The Analects. IX, 17). In the popular 
opera of the revolution. The Red Lantern 
(1965 version) the heroic martyr. Li sings: 

Men say that family love outweighs all 
cl.se. 

But class love is greater yet... 

‘Working class’ love, its ideology, dis¬ 
placed from a vast country with its poverty- 
fated masses, would not have winningappeal 
in a city-state destined to become one of the 
Asian ‘dragons’ of capitalism. The financial 
and moral support lent the student activists 
by Tan Lark .Syc the rubber magnate can only 
be understood in the context of a still insecure 
relationship between a potentially expan¬ 
sionist or hegemonic China and the nascent 
independent states of the region. Tan and his 
followers were seeking to ensure their survi¬ 
val in a region dominated by Red China. A 
crucial election in September 1963 streng¬ 
thened the Lee government, which moved 
against Tan. He was publicly critici.sed by 
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the minister of education; “You cannot nin 
the University from Tanjong Rhu [the 
Millionaires’ Club] - playing inah-jong, 
selling rubber...” Meanwhile, a communist 
minoatty group wa.s. "by silent intimidation 
and actual physiical terror”, holding captive 
students and faculty. With supreme irony. 
Students' Welfare was the organisation desig¬ 
nated to enquire into the beatings of students. 

Studhnt Pboiest 

On September 26 the dawn-chorus of 
mynah birds was obliterated by confused 
shouts and screams and the clamourof trucks 
around the student residences below my hill. 
Twenty students were dragged from their 
dormitories and driven away, almost before 
their fellows could react. Presumably because 
the leadership was depleted, there was no 
organised reaction until the next week. 
Lectures were boycotted, the main gates 
picketed and union house converted into a 
fortress, now the centre of campus. Trade 
unionists poured in in a convoy of over a 
hundred lorries and buses; one expected 
an assault and a hopeless light to the finish. 
But the government was too astute for that. 
The demonstrators were allowed to demon¬ 
strate, with Tannoyed speeches and musing 
martial music, day and night, impishly, I 
wrote protesting to the vice-chancellor 
that my sleep and hours of study were con¬ 
stantly disturbed. His solemn reply, Ref 
CCL; RS 989/6.1, ran: 

Thank you for your letter of 9th October. 
1963. complaining of exce.ssi VC noise nightly 
in and around the Students' Union Building. 
I have felt the di.sturbance myself and would 
assure you that steps .are being taken to 
restrict this. 

Not so. of course: the dcmon.strations on 
their i.solated hill-top, 20 miles from the city, 
and thus unheard there, were left to burn their 
indignation out. 

The vice-chancellor’s rcsptmse to the 
boycotting of classes is also piquant; 

The students' study has been adversely 
affected as a result ut their recent absences 
from class. You (the registiarj arc requested 
to ask all members of the staff to give extia 
lectures to the best of their ability so as to 
cover the full syllabus. 

It is highly improbable that anyone did. 
Somehow the examinations were carried 
through and when the long vacation began 
at the end of November a students' ‘fighting 
force’ remained on campus to guard again.st 
an occupation by the police. This was the 
hemic period. A mcltxlramatic article. 'Blood¬ 
shed in Nanyang University’, in Suloh Nantah 
evoked the dawn raid in these terms: 
Conrsecudgels fell on the students like heavy 
rain. Roars of pain stH>n shook the cradle of 
Chinese culture - Nanyang University. The 
sounds of moaning rang high in the starry 
sky. Sorrows dominated the University 
established by people of all walks of life in 
south-east Asia. 
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Bjr the following February, when the new 
term was to begin, a students’ fellowship had 
been formed to resist the Reds, protesting 
at the existence of a “one hundred strong 
shock brigade...Stalin’s secret police” 
(Maoism was not yet equated with Stalinism). 
Doubtless the fellowship had the govern¬ 
ment’s backing. They contested the 
students’ union elections in March 1964, 
but these were ‘fixed’ infavour of the NUSU 
candidates, so that although winning less 
than 60 per cent of the total votes they took 
all the .scats on the executive committee. 

A second raid took place in June and SI 
students were arrested. A five-week vacation 
followed, but not the threatened stay-in and 
hunger-strike at the union building. The 
union itself was dissolved and over a hundred 
more students expelled. The vice-chancellor 
was doubtless given no option but to retire, 
though in announcing it he pleaded ‘old 
age’. Suddenly, things went on in a relaxed 
atmo.sphere and students felt free to talk of 
(he feai and tension under which they had 
lived. Yet what would now prevail would 
be a rudderless, drifting mediocrity. What 
spirit there had been wa.s ideologically 
motivated, attached to the Great Chinc.se 
Master; it was the spirit I had felt at the choral 
and musical concert, of peopls who knew 
where they belonged, it was the spirit, totj, 
of the ‘beautification campaign’ around a 
union house financed as much by trishaw 
drivers as rubber barons. Students toiling on 
(be slopes must have really meant to "help 
eradicate the outmoded traditional thinking 
that manual labour is a low and undignified 
type of work unfit for the educated” (editorial, 
Suloh Nantah, November 21, 1962). 

Lost Purpose 

With the student activists gone, what was 
good as well as the evil of their method was 
lu.st. Nanyang was now clearly without ideal. 
purpose or point, the assault would be turned 
to its academic shortcomings, and for the 
sake of the greater good of a progressive, 
wcsiemising .society, the ‘cradle of Chinese 
culture' would in a few years cca.se to exist. 
‘Communism’ ut Nanyang meant, as it has 
elsewhere, large numbers of naive young 
idealists seeking a spiritual outlook and 
finding it, -dmost blindly, in conforming to 
an ideology ruthlessly applied by their 
leaders. They were no match for a govern¬ 
ment some of whose members, like the 
prime minister, Lee Kuan Yew himself, 
scarcely dis.'.nguishabic from their former 
communist allies, prepared to play the 
democratic game only so long and so far as 
it would keep them in power. In 1964 one 
was inclined to be no less cynical about the 
PAP one-party government’s claim to 
rectitude than about the students’, whom 
they had neutralised with minimal force. 
Today Singapore rivals Hong Kong, a 
‘Dragon’ of Chinese enterprise, social 
stability and public wcifarc. Ttere have been 


no tanks in the streets, no miiitaiy take-over, 
no flagrant atrocities; Lee’s sonhas succeeded 
him, but it is not a greedy Philippines-style 
dynasty. We are told that Singaporean 
businessmen are incorruptible; surely some 
among them had been pure-minded young 
communists at Nanyang and now find 
virtuous outlet in the probities of an enviable 
materialism. ‘Freedom’, ‘the human spirit’, 
‘dissent’, ‘free speech’ - these have their 
price too: a multi-racial, numerically weak, 
tiny island among giant, bellicose states, 
nc^s above all the arts of survival, exacting 
from its freer spirits a voluntary restraint or 
limitation. Of course, the students at Nanyang 
demanded their freedom in conformity to the 
ideology of one of those overbearing states: 
they threatened the exquisite balancing act 
and the birth of the distinctive city-state 
Singapore has become. 

In a nation-state dominated by the Overseas 
Chinese, Confucian values, deferential 
public-service, ‘filial’ piety in public as in 
private life, have returned - rather than 
questioning what is good - the we.s(em or 
communist (which is after all western in 
origin) way that fosters individualism and 
dissent: 

The state above all else. 

Above extremes of personal liberty. 

(Edwin Thumboo, ‘The Interview’) 

Lee’s Pragmatism 

Lee’s pragmatism had a larger context. In 
1964 Malaysia was about to be bom out of 
the hard travail of the communist insurgency. 
Singapore’s communist Chinese fraction 
could not be allowed to persist as the 
peninsula’s sore toe. In a chapter entitled 
"What Became of What-was-his name”? 
Enright has described the desertion of the 
secretary-general of the Singapore National 
Union of Journalists, M, for the sake of 
‘public security’. He denied being a com- 
monist, so ref^used the option of public 
recantation; he became a martyr forgiven by 
almost everyone but Enright, it seemed, who 
published a poem about him. Such cases, 
Enright al.so points out, did arouse thepualicly 
expressed sympathy of the then vice- 
chancellor of Singapore University (a 
stiffer-spined being than his counterpart at 
Nanyang) who, of course, attracted govern¬ 
mental disapproval, not only to himself, but 
to the university he headed. He too had to 
go - although, since he was an Indian, a 
member of a tiny racial minority whose 
intellectuals tended to have liberal leanings, 
even members of his faculty were relieved 
at his departure. In 1963-64 the pressures 
upon everyone, the government, university 
administrations and faculty, journalists, 
could seem to compel the sacrifice of certain 
‘rights', ‘abstract’ notions of justice, to the 
greater good (necessity and a unified multi¬ 
racial Malaysia where Singapore’s thrusting 
and acquisitive Chinese would not hustle the 
easy-going Malays across the Johore Straits 
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-orib the stereotypical opposition ran. Lee's 
warning to students after the purge then was; 
“The futureofNanyang depends on the future 
of Singapore. The future of Singapore 
depends on the future of Malaysia”. 

In 196S Singapore, owing to irreconcilable 
political differences, seceded from Malaysia 
and became a republic. Its pro.sperity has 
benefited its Malay minority, whose birth¬ 
rate is high. Three years ago the government, 
compromising its birth-control policy, 
offei^ financial incentives to its Chinese 
middle class to encourage working mothers 
to take more time off to increase their rate 
of births of presumably higher quality. This 
area of ultimate governmental control seems 
to have been stubbornly resistant to change: 
large lower-clas.s families dilute prosperity. 
The ironic outcome, some generations on. 
may be the Malayisation of Singapore, or 
will race matter less and all have become 
‘Chinese’ in values and way of life? Or, as 
is also probable in the revolutions of human 
behaviour, will a disruptive ‘western’ indi¬ 
vidualism disturb the carefully engineered 
stability, with its spoken and unspoken checks 
on the claims of free action and expression? 
If .Singapore continues to work, it may prove 
amodel for a future of lowered denominators, 
of attenuated ethnic, political and religious 
demands - but such an outcome posits a 
fundamental and unprecedented alteration in 
human behaviour. 

Soon after independence, Nanyung was 
closed. There had been further student unrest 
in 1966, as a former student, who had 
graduated before I left, reported to me. By 
that time the cultural revolution had begun 
in China, and Mao’s Red Guards had been 
let loose. At Nanyang, the disciplinary 
committee expelled 100 more students. They 
had been accused of vandalism, possibly 
mimicking the Guards, red-painting the 
buildings with slogans, plugging the keyholes 
of classrooms with cement and smashing the 
giant bell on the library roof; this was 
intended, as on the campuses of mainland 
China, to prevent lectures from taking place. 
My former student was writing wounded 
poems in which intellectuals ‘flounder in a 
world/Devoured by carnivorous sects’. Later, 
writing bitterly from Kuala Lumpur, where 
he was slaving in Chinese prtvate school, he 
called him.self‘a nigger’; his Nany:mg degree 
was still unrecognised. I hope things have 
changed for the better for his like today. 

In 1968 the department I had taught in 
ceased to exist. Nanyang was later recreated 
as The Nanyang Institute of Education, to 
become a Technological University, where 
all students’ would become proficient in 
English and where Chinese language and 
culture would not be allowed to become a 
fetish and a political instrument. Foreign 
professors were again welcome, to raise 
standards and to work as profc.ssionals, not 
as members of a campus union which could 
foment political opposition. If, for political 
reasons, Malay is the official first language, 
the working language, common to all races, 
is English - the language the Chinese- 


educated called ‘dog-faits'.English literature 
will enjoy licensed existence as a university 
subject, but its chief value is to reinforce 
pragmatic literacy. Science, not the arts, is 
what matters in such a s<x;iety, and ‘academic 
freedom’ knows its limits. “It is a wishful 
academic myth”, observed the education 
minister, Tony Lam (a significantly hybrid 
name), “to believe that students enter the 
university seeking to be taught how to think 
critically and independently. They must 
worry about making a living” Scientia et 
labor. Lam’s plain speaking expresses a bold 
truth academics every where prefer to ignore. 
Indeed, in Singapore many of our prized 
shibboleths - academic freedom, democracy 
(‘the will of the people’), multiculturalism. 
the welfare state - have been trimmed and 
shaped by a pragmatic hand in a very small, 
viable city-state peopled largely by a tradi¬ 
tionally hardworking race disposed, by long 
tradition, to accept an enlightened paterna¬ 
lism. It cannot serve as a model for larger 
countries with greater populations divided 
among regional interests, but it is a signal 
demonstration, microcosmicully, of the limits 
and art of the po.s.siblc. 


DISCUSSION 


Ci'RISTOPHE JAFFRELOT (CJ) has 
responded (December 7, 1996) to my criti¬ 
cism (April 6, 1996) of his analysis of the 
Madhya Pradesh assembly elections of 
1993 (January 13-20, 1996) and my later 
analysis of the Lok Sabha elections of 1996 
(June 29. 1996). 

Let me clarify at the outset that I am not 
a psephologist but a grass roots environmental 
activist who believes that the Marxist 
framework of thought and action, suitably 
modified from first principles to accord with 
local conditions, still remains the best 
available tool of socio-political analysis and 
ideology of revolutionary social change. 
Consequently I view first-past-thc-post elec¬ 
toral politics as a manifestation of bourgeois 
democracy which will inevitably give way 
with time to a more participative form of 
democracy. .So I study the results of elections 
which are anything hut fully representative 
of the wishes of the masses to see to what 
extent they do or do not reflect the deeper 
processes of siKio-pirlitical change that are 
afoot in a particular area instead of engaging 
in the topsy-turvy activity of inferring about 
these processes from these necessarily partial 
results as psephologists and CJ try to do. 

Coming to the points raised by CJ, the 
major disagreement is about how to break 
up the state of Madhya Pradesh into swing- 
zones. The first point that I had made in this 
regard is that the swing-zones have to be as 
small as possible to reflect local specificities. 
This is a generally accepted pscphological 


Note 

(The experiences and ubservations here descrihed 
date back over 30 years, but contribute. 1 believe, 
a .still relevant histoncal and anecdotal diiwnsion 
in undersuuiding Iheongoing'huiu.ii, rights' issues 
- fiecdum of speech, dcnuKracy imd dissidence. 
oppressive stalism ihal suit afflict Singapore and 
China) 

I In the coiIy Eighties. Shen f'u's Sur .<et ordx o/ 

<1 Floalmg Ufe, fromtlte first liccude of ihe IDlh 
century, was the first nunantic work to have 
been reprinted in China, by the People’s 
Utcralure Publishing Society, fur soiih; decades 
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norm and it is indeed .surprising that CJ 
chooses to disregard it without providing 
any justification tor doing so. .Secondly, I 
had made the point that the tribals and dalit.s 
in Madhya Pradesh have over the last decade 
nr so become extremely active politically 
and arc organising on sccianan lines thus 
posing a serious threat to the mainstream 
parties. Thus it is necessary to create swing- 
zones in a manner that can cast some light 
on the dynamics ot this important develop¬ 
ment. When I said thal the people of the 
Gondwana region hud not made much of a 
mark with their ethnic organi.sation I was not 
making an absolute evaluation but only 
comparing their efforts to that of their much 
more active bhil brethren who have posed 
a serious challenge to the upper caste 
leadership. Incidentally in the recently held 
by-elections to the assembly a member of 
the Gondwana Gunatantra pary has won from 
tiic lanakhar (.ST) assembly .segment of 
Janjgir parliamentary constituency which is 
situated on the border with the Raigarh 
pai liamentary constituency of the Gondwana 
region. .Similarly, Sagar is a constituency 
reserved for the SCs and has an overwhelming 
similarity withthcrestofBundelkhand which 
is emerging as a happy hunting ground for 
dalit politics. Why should it be lumped with 
the Mahakoshal region just because the British 
thought fit to do so? 

My review of the history of the central 
Indian region clearly brought out the past 
militancy of the tribals and also the colla- 
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borationist nature of both the princes tuxi the 
Congress politicians during British rule. Not 
being a liberal democrat, I do not attach 
much importance to the charade of repre¬ 
sentative politics that the British enacted in 
the central provinces and refuse to charac¬ 
terise the political climate there as having 
been more progressive than in the princely 
states. The very fact that the princes and the 
Congres.s politicians got together alter 
independence to pursue patently anti-pcopic 
policies by putting to use the experience of 
repressive governance gained under British 
tutelage proves that there was not much of 
a ditTcrcnce between them. CJ quotes me 
partially where I talk about upper class 
Congress politicians from Chhnttisgarh being 
traditionally dominant in state politics as a 
consequcnceofthcirexpericncc from British 
times, while ignoring the lengthy discussion 
that follows about their subsequent 
marginalisation to being reduced to being 
almost nonentities today. The 19% Urk Sabha 
elections have as never before brought out 
the resurgence that has been taking place 
among the oppressed classes in Madhya 
Pradesh over the past decade and the pro¬ 
gressive decline of the degenerate princes 
and sundry other upper classes. My analysis 
of the voting behaviour across the last few 
elections since 1984 according to iny “map” 
of Madhya Pradesh in my later article clearly 
brings out this development. In the circum¬ 
stances I fail to understand why CJ wants 
to persist with the traditional division of 
Madhya Pradesh which rcllccts to obsolete 
reality of a bygone reactionary era iicstcad 
of creating a new one in tunc with the aspira¬ 
tions of the masses many of whom would 
be only too happy to sec it breaking up into 
smaller .states. 

Finally, CJ goes to the extent of charac¬ 
terising this outmoded division as 'political' 
as opposed to the 'socio-economic' onedonc 
by me. Being a diehard Marxist I cunsidci 
‘political economy' to be the only valid mode 
of social analysis. This versatile inode has 
been considerably enriched in recent times 
by thecontributionsof.some brilliant Marxist 
analysts and al so .some except ional bourgeois 
theoreticians. Thus political economic ana¬ 
lysis as it stands today incorporates not just 
politics but a whole gamut of other factors 
including gender, ethnicity and ecology. 
Anyway in iny article I did enter a caveat 
that my division of Madhya Pradesh was a 
tentative one based on a.s.sumption$ that are 
challengeable. CJ, however, has failed to 
challenge those assumptions in any worth¬ 
while manner and has only rooted doggedly 
tor matntaining the traditional division of 
Madhya Pradesh as n mcmonal to British 
colonialism. 

Despite having written a book on Hindu 
mobilisation in central India, CJ's over- 
e.stimatiunof the BJPand the Sangh parivar's 
strengths in political terms in his article speaks 
poorly of his political understanding. In my 
entique I had dcvoteil a great amount of 
space to showing hu'v hollow his statement 
regarding the BJP having achieved urban 


consolidation was and only remarked in a 
sarcastic aside about the weight he had given 
to its welfarist strategy. Once again he has 
ignored this substantive critique which 
obviously he is not able to contradict. As 
made abundantly clear in my later article on 
the Lok Sabha elections, it is the RSS’s 
political strategy which involves both Hindu 
mobilisation and action around basic socio¬ 
economic demands and not its welfarist 
activities, which CJ values above the former, 
that has been responsible for the BJP’s 
ascendancy. Anyway in tune with the fate 
of the BJP all over India, in Madhya Pradesh 
too bickering over the pickings of public 
office and the ubiquitous forward march of 
the backwards has put the BJP in total 
disarray. It has fared miserably in the recently 
held by-cicetions to the assembly. 

Any impartial observer of the Indian 
political scene will have to testify to the 
political significance of the non-party 
political process in Madhya Pradesh which 
has not only forced the Indian slate on to the 
back foot but has even made the World Bank 
backtrack. This strength is not in any way 
reduced by the fact that these mass 
organisations have been marginal in their 
impact in electoral terms. I had mentioned 
that the reasons for this anomaly form the 
subject matter ol a separate article altogether. 
Nevertheless it may be said here that it has 
something to do with the fact that the alterna¬ 
tive politics practised by these organisations 
has nothing in common with the kind of 
wheeler-dealer pol iticki ng necessary for elec¬ 
toral success. CJ’s obstinate refusal to look 
beyond electoral politics lead him to arro¬ 
gantly dismiss this process which as a conse¬ 
quence of its militancy and formulation of 
alternatives is a sourceof inspiration to many 
all over the world in these discouraging times. 

I had initially joined issue with CJ for 
having presented a wrong picture of the 
political scene in Madhya Pradesh on the 
basis of a faulty analysis of the 1993 assembly 
election results. Especially galling was his 
fa.scination with the mainstream parties and 
their corrupt upper class politics and his 


fiulure to note the significance of the tribal 
and dalit upsurge. I had said that with time 
this mobilisation would inevitably lead to 
the splintering of the state and the evolution 
of a more participative and just polity. This 
hackwardclass mobilisationismuch stronger 
than the OBC mobilisation in the state and 
in my discussion of the latter I had at no point 
referred to the table giving the population 
segmentwise break-up of seats won over 
time. This table is a hodgepodge, as a result 
partly of typical activist impatience with 
academic niceties and partly of a desire to 
give as much data as possible without wasting 
space and paper. After having tomlly ignored 
women in his own analysis of the assembly 
elections, it ill befits CJ to comment on my 
understanding of the gender situation in the 
state, the analysis of which once again has 
been done without reference to the 
controversial table in question, by drawing 
arbitrary inferences from my having clubbed 
women together as a category. I had also in 
my earlier critique expressed surprise at his 
having ignored the substantial influence that 
the industrialists have on the mainstream 
political parties. 

In my later article I have considered all 
these above factors at length and .shown how 
their importance is borne out by the Lok 
Sabha election results which vindicate the 
existence of marry of the trends that I had 
drawn attention to in my earlier critique. 
Instead of trying to refute my basic analysis 
and understanding of politics on the basis 
of facts and analysis, CJ chooses to selectively 
pick sentences out of their context in my later 
article to prove, quite unsuccessfully, that I 
have contradicted my.self and supported his 
highly reactionary understanding of politics. 
He concludes feebly by saying that I have 
made a number of questionable statements 
but gives only one example wherein I have 
staled that the princes of the Bundeikhand 
region are far more repressive than the 
.Scindias. I stand by this assessment which is 
based on firsthand reports of activist 
colleagues who have been working in those 
areas. 
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A Good Business Collaboration Is Like A Handshake. 
There Is No Upper Hand. 



Totlay's businc.ss environment is 
one of global interaction and cro.svlx)rder 
affiliatioas. Companies with a common purpose 
and direction, quick to join forces. And yet, 
what defines a perfect business collafxiration ? 

At Colour-Chem, we lielievc it is a relationship 
of equals. Just as the one we share with our 
global a.sscx:iates-Hcx;ch.st AG, (Germany. 

As a result of this relationship, Colour-Cht.n has 
acce.ss to world-cla.ss technologies, a reach into 
international markets and radically different 
management .styles 


Styles that emphasise on quality of 
the highe.st order. That lay stress on beiiiig 
concerned on the cu.stomer's liehalf, for 
his time ami money. And that inculcate 
professionalism within the organLsation. 

Today, Colour-Chem is a Company that is 
on the move. With an established pre.sence 
in domestic and foreign markets, and new 
horizons to conquer. 

We are confident that we will make it happen 
with our partner in progress-1loechst AG. 
Because ours is a relationship of equals. 


i Colour-Chtm 


Hoechst B 
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‘The present volume is another major source of reference for anyone who wants to get familiar with the 
economics of development issues. IIk book gives a broad synthetic overview of dm historical contributions 
in the Reid, with a particular view on their theoretical substance. Then it moves on to a presentation of 
various models and methods for empirical analysis which have been developed and applied in the past 
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Resource Mobilisation 
by Universities 
M. M. Ansari 


This study makes an attempt to develop an understanding about the nature and types of higher 
Education Institutions in the country and their relationship with economy and the society. Against 
this backdrop, the ways and measures for resources mobilisation have been discussed the indict 
and guide the policy on funding higher education, especially under the aegis of on going Economic 
Reforms and the changing context of development. 

74 pages ♦ Rs 60 ♦ 1997 ♦ ISBN 81-7600-016-7 _ 


The current focus of development planning in India is to involve stakeholders in the planning 
process, right from designing tomonitoring through execution so that the beneficiaries could identify 
themselves with the programmes. This book is a modest attempt in this direction, where the proces.s 
of evolution o' decentralised planning has been bouglit under one cover. To strengthen the theory, 
quite a few field studies are reviewed where the Peoples’ participation is the key for the success of 
C. Chakrapani & D. Vasudev Rao thcprogramine.Thisbookwillbequiteusefultodeveiopmcntpractitioners(planncrs,administrBtors, 
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financing; the is.sue of State vis-a-vis market in the provision and funding of education and health 
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Discourse of Disaster 

Disasters, both natural and man-made, result in violence against 'the 
people’, especially in an environment that is impoverished, post¬ 
colonial and served by an entrenched bureaucracy. What are the 
connections between these seemingly independent classes of calamity - 
the natural and the denatured - and how is 'the moment’ of people’s 
suffering to be captured in the writing of history? An exploration of 
three types of disaster narrative - the ofricial, the popular and the 
academic - each of which interprets an underlying nominal/natural 
kind divide differently. 535 

Employment in Service Sector 

Many countries all over the world - mostly developing and some 
industrial - are implementing stabilisation and structural adjustment 
programmes. A cross-country analysis of the effects of deregulation 
and more particularly globalisation shows that these developments will 
affect not only the overall share of the tertiary sector in total employment 
but also change (he .structure of employment within this sector. 529 

Citizen as Soldier 

Given that our armed forces have helped preserve democracy by their 
strict neutrality to the political scene, it is strange that we today see a 
proliferation of political parties and philosophies that hold up the 
soldier as a model for the ordinary citizen. The citizen is told that he 
has to be a soldier in some cause or the other; lar^uage, religion, state 
or whatever. It is ‘we’ against ‘they’. The pronouns are always plural, 
for plurals make violence easier. 523 
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the replacement of the system of 
ad hoc treasury bills by ways and 
means advances. Given the 
economy’s flscai imperatives, this 
change is likely to push up the 
average interest cost for the 
government and preclude any 
significant fall in high interest 
costs for commercial borrowers. 504 
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Economic reforms have posed a 
dilemma for beedi workers in 
Telengana in Andhra Practesh. While 
the beedi barons have used the 
emergence of mini cigarettes to reduce 
wages and the quantum of work, the 
workers have been forced to make 
common cause with the owners in 
the campaign against mini 
cigarettes. 515 
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The growth of Oriya newspapers 
has been spectacular after the late 
1980s. Docs the willingness to pay 
for local information in the form of 
newspapers indicate the growth of a 
genuine 'public sphere’ of which 
more and more Oriya-speakers see 
themselves as part? 511 
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Feminist perceptions of law have 
helped to generate several redeeming 
strategies in different countries. An 
examination of changes in rape law 
in India and a comparison with law 
reforms in Canada to understand the 
impact of the feminist movement 
and ideas on law reform. 543 
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While the methods of recruitment of 
cheap migrant labour from Bihar for 
agricultural operations in Punjab have 
changed over time, the persistence of 
the phenomenon underlines the necessity 
of impoverished hinterlands for the 
growth of capitalist enclaves. 518 
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The reference points for the elite in 
Bangladesh are increasingly South 
Korea, Malaysia and Thailand. 

But cellular phones and modem 
'development* projects 
notwithstanding, the country's 
poor are getting poorer. 521 







LETTERS TO EDITOR 
; T^i^lUiiginlge Press 

I HA^^vcadVith interest the commentary 
on Tamil newspapers by Robin Jeffrey 
(February 8), but I am disappointed. The 
piece is shallow and outdated. It fails to 
provide any new insight and has not made 
any attempt to understand the socio-political 
currents that have led to the decline of the 
dominance of the elitist, brahmin press. It 
is more a rehash of what has already been 
said elsewhere . 

But 1 am writing this to bring to the notice 
of your readers some factual errors in the 
article. 

Jeffrey's comment; “...f>in«mani which in 
the 1930s seemed lively and even frivolous 
(though still edited by brahmins)”, llie fact: 
Dinanmni was edited by one T S Chocka- 
' lingam when it was founded in 1934 and he 
was not a brahmin. He was known for his 
fieiy editorials, but not for ‘frivolous’ comments. 

Jeffrey’s comment: “...the success of the 
[India Today] Tamil edition, started in 
1990...” The fact; The Tamii edition was 
launched on September S, 1989 (it hit the 
stands in the last week of August 1989). 

Jeffrey’s comment: “Circulation started at 
1,25,000, reached 2,00,000 and fell back to 
1,30,000”. The fact: Circulation started at 
61,500 copies, reached a peak of 2,25.000 
copies by its seventh issue. (An advertisement 
which appeared in IT T amil of December 20, 
1989 will bear evidence of this. There is 
no ABC report to support the claim that it 
reached 2,00,000.) 

Jeffrey's comment: “....the editor 
responsible believed...” (implying Vasanthi 
was responsible for the success, as it follows 
the details of success of the IT Tamil and 
also goes on to refer to Vasanthi' s i nterview). 
The fact: Vasanthi joined India TodayTamW 
edition in January 1993 after my exit and 
was not “responsible” in any way or in any 
capacity for ils initial success. Her name didn’t 
appear on the masthead at that time. She was 
reporting ‘soft stories’ on art and culture for 
India Tamil as a freelancer at that time. 
I was editing the Tamil edition from its 
launch till January 1993. ArunPurie himself 
has acknowledged my contribution to India 
Today's initial success in one of his letters. 

Jeffrey’s comment; “Circulation... 
fell back after a price rise...” Tlie fact: India 
Today Tamil had its first ever price hike after 
nine issues and it is the highest increase (20 
per cent) it has ever experienced so far. But 
there was no appreciable drop in the 
circulation even after that hike. India Today 
Tamil edition’s circulation in January 1993 
(after three years of its launch and two price 
hikes) was 1,65,206 copies. But by July 
1993 the circuiation had dropped to 1 ,^,000. 
The drop in circulation was not due to price 
rise, but may perhaps have been due to the 
change in the editorship. 

Some facts regarding Kumudam: 
Kumudam lost its founder-editor who was 


also its proprietor in April 1994. He served 
the magazine as editor for 47 years (out of 
the 50 years of the paper’s existence). It was 
reeling under the trauma caused by his demise. 
Now Kumudam has come back to its old 
premier position and finds it place in ABC 
reports from Juiy-December 1995. The Indian 
Readership Survey (ref The Economic Times) 
has placed Kumudam as the most widely 
read magazine in urban India in any language 
and has placed it above Malayala Manorama. 

Maalan 

Editor, 

Kumudam. 

Robin Jeffrey writes: 

I AM grateful for Maalan's details about the 
starting date, circulation movements and price 
increases of the Tamil India Today. I was 
writing from my interview notes and I should 
have confirmed what I was told in interviews 
against the ABC figures. Nevertheless, the 
trends that I described approximate to the 
pattern that emerges from the ABC figures 
(see table.) 

Maalan is right to chide me if 1 have wrongly 
given credit for his work on the Tamil litdia 
Today between 1989 and 1992 to someone 
else. The following is, I think, an accurate 
picture of the circulation movements. Hie 
figures are based on the ABC’s 'A Preli¬ 
minary List of Circulations’ certified for six- 
monthly audit periods during 1990-96. The 
Tamil India Today, under Maalan’s charge 
as he points out. first appeared in the ABC 
lists for January-Junc 1990 when its circu¬ 
lation was given as 2.28 lakh. When Maalan 
departed at the end of 1992, the circulation 
was given as 1.45 lakh, a fall of 83,000 
copie.s or 36 per cent. The pattern was: 

(iMkh) 


Jan June 1990 

2.2K 

July-Dee 1990 

‘not received' 

Jan-June 1991 

not listed 

July-Dee 1991 

not listed 

Jan-June 1992 

1.65 

July-Dee 1992 

1.45 

Jan-June 199.1 

1.45 

[Maalan's sueccssur 

in charge] 

July-Dee 1991 

1.17 

Jan-June 1994 

1.28 

July-Dee 1994 

1.28 

Jan-June 1995 

1.10 

July-Dee 1995 , 

1.18 

Jan-June 19% 

I..17 


The fall of 8,000 (5.5 per cent) copies 
between 1993 and 1996 (after Maalan’s 
departure) may well be the result, as he 
suggests, of the change in editorship; but 
might not the growing popularity of satellite 
television also be worth considering as a 
cause? Sun-TV in Tamil began, I believe, 
in April 1993 [Business India, Jmutry 31- 
February 13, 1994, p 143). 

On the editorship of Dina/mvu in the 1930s, 
I based my statements on A Ganesan, The 
Press in Tamil Nadu and the Struggle for 


Freedom, 1917-37 (Mittal, Delhi, 1988, 
p 144). GanesansaysDinomom'wasfounded 
in 1934 by K Santhanam who appointed 
S V Swamy as editor. T S Chockalingam t 
Pillai, according to this account, became 
editor only in 1935. 

It is interesting to learn that the Indian 
Readership Survey ascribes to Kumudam the 
large.st readership in urban India. The ABC 
for January-June 1996 puts Manorama 
Weei(/y'scirculationat {].%\3k)\,Kumudam's 
at 4.1 lakh. Perhaps this shows the amazing 
readiness of Kerala people to buy their own 
copy of a popular magazine — and also the 
blurring of the rural-urban divide in Kerala. 

It may be worth pointing out that a full-page 
advertisement in Manorama Weekly was 
listed as costing Rs 40,(X)0 in 1995; a full 
page in Kumudam, Rs 18,000. Such figures 
are usually a revealing guide to the beliefs 
of the advertising industry. (Press and 
Advertisers Yearbook, 1994-95 INFA.New 
Delhi, 1995, pp 210c-21 Ic and 226c-227c.) 

In these es.says on Indian-language 
newspapers, one of my aims has been to pull 
together and analyse “what has been said 
el.sewhcre”. Though people in various 
branches of the industry know a great deal 
and fragments of this knowledge sometimes 
get a wider airing, there have been very few 
attempts to provide an overview of the 
newspaper industry in the Indian languages 
today or to think about what it means for 
social proces.ses. Wc do not yet, forcxampic, 
have a biography of Ramnath Guenka or a 
detailed history of The Indian Express and 
all its ancillaries; or an account in F.nglish 
of Thanthi, the remarkable Tamil daily, or 
a dozen similarly important newspapers; or 
of a half dozen other institutions - news 
agencies.equipment manufacturers,Jouraal- 
ists’ unions, advertisers’ and proprietors’ 
associations - that have carried print 
throughout India in the past 50 years. And 
we have nothing approaching a systematic 
analysis of what it means for large numbers 
of people- for the first time-to read regularly 
about themselves. 

Scholars from McLuhan to Habermas and 
Anderson make a great deal of 'print 
revolutions’; but what does this 
transformation mean on the ground? Where 
docs the sweating pressman watching the 
web roll on a hot night in Rajahmundry or 
Calicut fit into scholarly theories about pri nt, 
capitalism, nationalism and ‘modernity’ ?Try 
to find a book or article that dciils with the 
nature of printing and the newspaper business 
in Austria-Hungary or Italy in the 19th 
century. 

One reason I have been grateful to publish 
these early essays in the EPW has been my 
hope that they would provoke discus.sion ot 
this most fascinating of topics - the Indian 
print media. I am grateful to Maalan for 
contributing to our general knowledge of the 
subject and for making me consider the 
problems from other angles. 
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For Kicking Around 

A S yet there is imperfect understanding of how exactly the 
^patterns of economic and social disparities arc likely to 
change as a consequence the extensive economic restructuring 
under way all over the world. While it is freely admitted that 
the sort of economic growth engendered by structural 
adjustment programmes sharpens disparities in the transition 
phase - an admission forced by extensive studies in several 
countries - a disaggregated picture of how these increasing 
disparities will affect social categories - caste, class, gender, 
religious communities, regions - is yet unavailable. 

There is some evidence, for example, that in particular 
phases of economic growth not only do health disparities 
widen but, more importantly, what may be called the social 
distribution of disease changes, giving rise to unexpected. 
morbidity and mortality patterns. The Black Report of the 
1980s in the UK is perhaps the nlost vivid depiction of relative 
deprivations against the background of dynamic economic 
growth. More recently, longitudinal studies in Uttar Pradesh, 
among other states, have shown that economic growth and 
rise in incomes at certain levels affect different class, caste 
and occupational categories differently and aggravate already 
existing regional variations in health indices. In other words, 
there is no linear association between health (and welfare) 
status and overall economic growth. In the circumstances, 
it is imperative that programmes aimed at the welfare of the 
people, including health policies, must incorporate flexibility 
to suit particular emerging conditions, which in practical 
terms means enormously enhanced decision-making, planning 
and implementation as well as people’s participation at levels 
of administration close to the people. 

There is little in>lication in the 1997-98 budget that our own 
government has come to grips with the range of social, 
demographic and economic consequences of the economic 
‘reforms’ it has committed itself to implementing. The complex 
linkages between economic growth and welfare are evidently 
eitherbeyond the policy-makers’ grasporare being deliberately 
ignored, jeopardising the gains of the early years of planning. 
The attempt here is to put in place ad hoc distress alleviation 
measures combined with inert social sector programmes, 
which are in fact not so much a re.sponse to people’s distress 
as they are a public relations exercise intended to keep 
criticism in check. For instance, the new public distribution 
scheme fpr those below the poverty level will, even at its 
ineffleient worst, offer some relief to the poorest, though the 
greatest benefits are unlikely to go to those who need them 
most. Similarly, the midday meal scheme, which has formed 
a part of the primary education budget for the last three years, 
undoubtedly feeds stomachs which would otherwise remain 


starved, but is hardly a long-term alternative to the availability 
of food in the kitchens of the poor. As long as over 60 per 
cent of household expenditure goes towards buying food at 
the expense of everything else, including rudimentary health 
care, and in the absence of economic policies which promote 
long-term growth of incomes, these will increasingly become 
doles which can quickly be abandoned with the changing 
needs of the state. The robustness of a welfare-oriented 
approach, especially necessary at this stage of structural- 
adjustment, is to be seen in its long-term outcomes, which 
means there must be a conscious attempt to tailor programmes 
to suit changing needs. The norm, however, seems to be to 
incrca.se or decrease proportions of budget allocations for 
health care and welfare schemes to suit the fiscal exigencies 
as perceived by the ruling parties and classes. 

This is best illustrated by the remarkable consistency in 
the increases in an area like the disease control programmes, 
although disease patterns have registered sharp changes over 
time and among regions. Programmes for eradication or 
control of malaria, filaria, leprosy, trachoma and blindness, 
tuberculosis, sexually transmitted diseases and AIDS have 
together accounted for about 35 per cent of the total union 
health budget for the last five years. Even the proportions 
going to the different programmes have not shown significant 
changes related to their incidence and spread. Fur instance, 
malaria control accounts for 35 per cent of the disease 
programmes budget, TB 17 per cent and AIDS 18.4 per cent 
in the 1997-98 which arc only marginally different from the 
proportions in previous years. The only sharp changes that 
have occurred have been due to financial inputs from external 
agencies such as the World Health Organisation or the World 
Bank in certain years for certain components such as AIDS 
or tuberculosis control or in 1994-95 for plague. On the other 
hand, under the head of medical research, allocations to 
neither the ICMR nor cancer research have shown any sub¬ 
stantial increase over the same period, although there is 
clearly a grave need for research into emerging morbidity 
clusters accompanying developmental and environmental 
change. In fact, in real terms there has been a decrease in 
allocations to these areas. Given that a scientific approach 
to communicable diseases would entail the creation of a 
strong research base, this is surprising. Again even though 
malaria has registered a resurgence in recent years and has 
especially affected certain states, the anti-malaria programme 
continues to be funded on a 50-50 matching grant basis, 
making no accommodation for the poorer states which may 
well be also the ones which are worst affected by the 
di.sease. Thus the increase of 33.8 per cent for the programme 
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in 1997-98 over this year's revised estimate 
against the rise of only 10 per cent between 
1995-% and 1996-97 makes little sense. 

Moreover, recent analyses of the response 
of state budgets to reduced devolutions from 
the centre show that, with some variations, 
states tend to protect public health expenditure 
at the cost of medical services. Between 
1990 and 1993 while there was a fall of 2 
to S per cent in the states' total health 
expenditure, there was not an equivalent fall 
in public health spending, although the pattern 
of depressed expenditures was not the same 
under all the heads. Therefore, only a 
substantial increase in the Plan allocations 
for vertical centrally-funded public health 
programmes will offset the attenuation of the 
entire medical and health care fabric as a 
result of the state governments' financial 
constraints. This has not happened over the 
last five years. Overall the allocations for 
public health programmes have shown 
increases ranging between a high of 23 per 
cent in 1995-96. partly accounted for by the 
plague control programme, to a low of 10 
per cent in the 1997-98 budget. This also 
substantiates the arguments against vertical 
disease programmes and in favour of lump 
sum allocations for health to the states to be 
spent on programmes most in keeping with 
different regions' requirements. 

There is reason to believe that in the current 
environment changes in .social services are 
being used to legitimise the operations of the 
capitalist state - on the one hand, there is 
the obvious need to create tolerable 
environments with adequate housing, water 
supply and sanitation and visible health care 
programmes; on the other, it is also necessary 
to sustain the support of an expanding and 
hi.storically unreliable middle class. With the 
World Bank’s helping hand there is today 
a greater understanding of the most cost- 
effective measures to be taken in the area 
of welfare. According to the Bank, India 
loses 30.5 million disability adjusted life 
years (DALYs) each year because of poor 
water quality and sanitation; this is the toll 
taken by diahoerral diseases, hepatitis, 
tracoma and intestinal helminths, none of 
which is covered by the vertical disease 
control programmes. These need to be tackled 
through the provision of safe drinking water 
and sanitation. Unfortunately persistent lack 
of vision has affected this area as well. Central 
funding for the accelerated rural water supply, 
a 100 per cent grant-in-aid scheme linked 
to a matching expenditure, has shown only 
small increases since 1993-94 and an actual 
fall in 1996-97. The allocation of Rs 1,402.95 
crore for rural water supply and sanitation 
for 1997-98 is nearly 20 per cent more than 
the revised estimates for the current year. A 
pertinent fact here is that the largest increase 
in the proportion of rural households having 
water supply was in the last decade. Water 
supply and sanitation .schemes need to focus 
heavily on the 45 per cent of rural households 
which do not have safe drinking water, 
distributed unevenly as it is among the 
different states whereas the actual 


proportions are a surprising 78 per cent in 
Kerala, 44 per cent in Bihar and 8 per cent 
in Punjab. Budget allocations for rural 
housing have risen from a mere Rs 10 crore 
in 1993-94 to a massive Rs 1,190 in 1996- 
97, at variance with the data which show 
declining .shortages in rural housing over the 
last decade, if numbers are to be believed 
- it must be remembered after all that social 
welfare programmes arc more open to 
leakages than most others. It is in this context 
that the move to open health insurance to 
select private companies must be viewed. 
The vast majority of the users of the public 
health system are the very poor who arc 
unlikely to be alTccted by any changes in 
health insurance. But they will offer the 
rising, volatile and very vocal middle classes 
a means of ensuring and expanding their 
access to sophisticated health care at 
affordable prices. 

An interesting example of how .schemes 
and changes in programmes are announced 
and even implemented through ad hoc 
provisions not always followed up as Plan 
allocations is the new reproductive and 
child health programme which has been in 
place since April last year. A budgetary 
allocation of a mere Rs 150 crore (or 8 per 
cent of the total family welfare budget of Rs 
1,844.81 crore) has been assigned to a pro¬ 
gramme which the department has des¬ 
cribed as incorporating a total 'paradigm 
shift'. 

The budget allocations for the social sectors 
are not of course the whole story since these 
areas mostly fall in the states' .sphere. But 
they do indicate the centre's perception of 
the development needs of the people. The 
latest budget, as those before it. underlines 
once again the subtle manner in which the 
state is shifting its welfare responsibilities. 
On the one hand, certain welfare activities 
that do not create assets as, for example, 
nutrition supplement programmes, disease 
control programmes and a large part of MCH 
and primary immunisation are increasingly 
acquiring the nuances of doles and not 
entitlements, as evidenced by thei r haphazard 
and unriKited status and their vulnerability 
to being easily abandoned or 'privatised'. 
Others such as the housing, water supply and 
health are spread so thin and are so poorly 
planned that they make little real impact 
even though they arc politically high-profile 
mea.sure.>. In short, one may view the budget’s 
welfare allocations as indicative of either a 
diabolical state or a very confused ruling 
class which has yet to arrive at a workable 
balance between external pressures and its 
own aspi' itions. 

POLITICS 

With Such Friends... 

WHILE the Vohra Committee’s report on 
the criminal-politician nexus continues to 
gather dust, the United Front government at 
the centre is drifting into acquiescence with 
some of its coalition partners in the 


perpetuation of the worst forms of crime and 
corruption in the states ofUttar Pnt^sh and 
Bihar. In the former state - which is at 
present under direct central rule - the union 
government seems to be held to ransom by 
the Samajwadi Party (SP) leader and union 
defence minister Mulayam Singh Yadav. It 
was at his behest that the controversial 
bureaucrat Romesh Bhandari was appointed 
governor of that state in the face of stiff 
opposition by the CPI leader and union home 
minister Indrajit Gupta. 

Matters have now come to a head with a 
disgruntledGupta-smartii^all these months 
under a series of humiliations by the prime 
minister who had been steadily marginalising 
him in policy decisions concerning his home 
ministry - finally choosing the crime-ridden 
and centre-ruled state of UP as a test case 
for the prime minister to prove his sincerity 
in fighting crime and corruption, in a public 
gesture of utter desperation, he told 
parliament that UP was heading towards 
“anarchy, chaos and destruction” - not a new 
discovery, but a grim reality being faced by 
the common people of that state for years 
together, thanks to the mafia gangs patronised 
by the main political parties there. In fact, 
an official report sometime ago had identified 
at lea.st 23 mafia groups in UP alleged to be 
backed by Mulayaip Singh Yadav’s SP. 15 
by the Congress, eight by the Bahujan Samaj 
Party and five by the BJP. 

Indrajit Gupta's blunt assessment of the 
UP situation immediately drew an arrogant 
response from governor Romesh Bhandari, 
who boasted that the law and order situation 
had improved under his regime and even 
went to the extent of claiming that the prime 
minister was satisfied with his explanation 
of the situation in UP. Baffled by this 
unprecedented instance of a governor of a 
state publicly rebutting a union minister's 
statement and snubbing him by invoking the 
name of the prime minister, political 
commentators in the capital are indulging in 
a variety of speculation, some of which may 
hold water. Governor Bhandari could have 
probably dared to snub Indrajit Gupta because 
of his obvious proximity to the prime minister, 
through the conduit of his patron Mulayam 
Singh Yadav. This speculation fits into the 
other, which envisages that the SP leader 
probably hopes to protect the mafia, alleged 
to be his proteges in official reports, as long 
as Bhandari - whom he brought to UP and 
whom he continues to defend - remains 
there. This again entwines with another 
crucial factor: prime minister Deve Gowda 
cannot afford to antagonise Mulayam Singh 
Yadav and his party’s support to his tenuous 
coalition by allowing the home ministry to 
take independent steps that might jeopardise 
the mafia-support of his defence minister in 
UP, 

In Bihar also. Janata Dal chief minister 
Laloo Yadav, already enmeshed in a web of 
scams, has allowed parts of his state to be 
taken over by mafia dons, who tun a parallel 
administration by extorting money, 
kidnapping people and murdering them. 
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Almost every day armed dacoits raid trains 
passing through Bihar, the latest incident 
being the killing of a Delhi policeman on 
a running train by dacoits. This has led to 
a tug of war between Laloo Yadav and the 
union railway minister Ram Vilas Paswan, 
with each passing the buck to the other. 
While the former blames the railways for 
their failure to protect pas.<iengers, the latter 
accuses the Bihar government of failing to 
provide security in its territory through which 
long-distance trains pass. Asa matter of fact, 
Laloo Yadav himself acknowledged the 
lapses of his administration, when he told 
the state legislature recently that almost all 
the train robberies were done in connivance 
with the police. But then, as thechief minister, 
why is he not taking steps against the guilty 
policemen and cleansing his police 
department? As in UP, in Bihar also 
politicians like Laloo Yadav depend on and 
patronise gangs of criminals, who are 
necessary for them to terrorise opponents, 
extort money from traders and capture 
booths during elections. The administration 
therefore will never lay a finger on these 
gangs. 

Meanwhile, at the centre, the United Front 
has to depend on these unscrupulous 
politicians and their parties for its survival 
and therefore cannot afford to take a firm 
stand against their crimes and corrupt acts. 
The plea that is often trotted out is that the 
BJP will take advantage of divisions within 
the Front, if any precipitate action is taken 
against any leader of the constituent parties, 
however serious his crimes might be. The 
BJPhas indeed swungintoaction.by bringing 
in a motion in parliament seeking the recall 
of the UP governor - a move that has created 
an awkward situation for the United Front 
government. It is not as if the BJP is an 
innocent babe. Its sudden concern over the 
deteriorating law and order situation in UP 
is politically motivated. Undcrits rule, things 
[ were no better in that state. In fact, it was 
the BJP government that brought down the 
Babri masjid and unleashed one of the worst 
communal riots. The United Front’s fears 
about any mileage that such a pernicious 
party might gain arc therefore quite genuine. 
But it cannot - and should not - fight the 
criminality of the BJP by pitting against it 
the criminality of the likes of Mulayam Singh 
Yadav and Laloo Yadav. 

THE ECONOMY 

Selective Wisdom 

THE govejnment’s annual pre-budget 
Economic Survey has become, in the era of 
theeconomic 'reforms’, aself-congratulatory 
document devoid of serious discussion of the 
major issues facing the economy. True to 
type, the latest Survey seeks to establish an 
instantaneous link between the reforms and 
the growth rates achieved in recent years. In 
the process, the many serious misgivings 
which the particular brand of stabilisation 
and structural adjustment policies adopted 


here have given rise to are casually brushed 
aside. 

It is revealing how the Economic Survey 
makes no more than passing reference to the 
development strategy and priorities set out 
in the Approach Paper to the Ninth Plan 
submitted to the National Development 
Council in January. The Approach Paper, 
while recognising that the economy had done 
reasonably well in the Eighth Plan, notes that 
“the growth pattern has not benefited the 
poor and the underprivileged” and stresses 
the need for the Ninth Plan to be so designed 
that the benefits of growth reach the poor. 
It argues for the creation of employment 
opportunities through a broadbased 
programme of development and further 
reiterates that growth and employment 
opportunities in thcm.selves may not be 
sufficient to improve the living condition.s 
of the poor; they need to be accompanied 
by del iberate measures to enhance the quality 
of life. 

The central theme of the Economic Survey 
by contrast is that fa.ster growth is the most 
effective way of addressing poverty and 
unemployment: at the most, some sup¬ 
plementary measures to deal with extreme 
economic and social deprivation may be 
necessary. Not surprisingly, control over the 
fi.scal deficit and expansion of economic 
infrastructure services with sustainable 
financing and pricing policies top the list 
of its priorities. The Survey docs talk of 
science and technology development, but 
the Approach Paper specifically argues 
against the system which has resulted in 
repetitive import of technology and attaches 
the highest importance to indigenous 
development of technology and enhance¬ 
ment of technological .self-reliance. While 
the Economic Survey harps on decontrol, 
industrial restructuring and market- 
orientation as the instruments of develop¬ 
ment. the Approach Paper points out that 
reliance on the market is unlikely to lead to 
the technological dynamism required to 
meet the long-term needs of the economy 
and achieve global competitiveness. 

Even in dealing with current developments 
the Economic Survey betrays a blinkered 
perspective. The hi^ growth scenario it 
presents is less* than convincing. There is 
enough circumstantial evidence that the 
statistical system has tended to boost growth 
rates, .sectorally and overall, in the past three 
years. The authors of the Survey are aware 
of the problems with the data, but they give 
expression to their misgivings selectively. 
For instance, referring to thclargedownward 
revision of agricultural production in I99S- 
96, they say that “the revision was unexpected 
and unexplained, because the average rainfall 
in 1995-96 was quite normal" (emphasis 
added). Again, while dealing with the need 
to calculate theindex of industrial production 
with a more recent base, the Survey points 
to industries which have grown fast, such as 
automobiles, electronics and leather goods 
or the SSI sector as a whole. While the 
argument for better coverage of the industrial 


production index is well taken, what about 
the declining industries where output, 
employment and investment have suffered? 

A more representative index number scries 
will have to take into account all these 
changes. 

The Economic Survey underestimates the 
.seriousness of the current near-recession in 
industry. The reason for this coyness is, of 
course, that the roots of the recession arc to 
be found in the reduction of the centre's Plan 
expenditure to satisfy the primary macro- 
economic goal of bringing down the centre’s 
Fiscal deficit to S per cent of GDP. Given 
the persistence of high rates of interest and 
inadequate availability of bank credit, 
industrial production in the second half of 
1996-97 is unlikely to accelerate sufficiently 
for industrial growth to touch 10 per cent 
in the year as a whole. 

In dealing with the factors responsible fm 
the high 7 per cent GDP growth in the pa^ 
three years, it should he acknowledged that 
a significant contribution has come from 
agriculture, with GDP originating in this 
sector growing at historically high rales of 
between 3.6 and 6.1 per cent since 1992-93, 
except for the fall of 0.1 per cent in 1995- 
96. On the other hand, the growth in the 
majorindustrial groups in I994>95and 1995- 
96 only made up for the loss of output in 
the first three years of the reforms and the 
deceleration in 1996-97 if it persists will 
confirm that a decisive uptrend in industrial 
growth is yet 3o be established. During the 
five-year period 1990-91 to 1995-96, the 
general index of industrial production 
showed a growth of 6 per cent per annum 
whereas the comparable growth during the 
preceding five-year penod was 11.4 per cent. 
All inpul-based industrial groups show 
significantly lower growth rales in the 
latest period: capital goods down from 15.7 
per cent to 5.5 per cent, basic goods from 

7.4 per cent to 6.5 per cent and consumer 
durables from 12.1 per cent to 9.4 per cent. 
Likewise, growth of output of non-electrical 
machinery declined from 7.5 per cent to 6.1 
per cent and electrical machinery from 
22.9 per cent to 8.9 per cent in the two 
quinquennia. Even the acceleration in the 
growth of transport equipment has been 
marginal, from 7.2 per cent in the second 
half ot the I980.s to 8.9 per cent in the first 
half of the 1990s. 

The same is true of the rise in domestic 
saving and investment of which much is 
made in the Economic Survey. Grossdomestic 
capital formation as per cent of GDP reached 

27.4 in 1995-96 but was still below the level 
of 1990-91 (27.7 per cent). This may not 
have been so significant if the tempo of 
investment had been maintained in 1996-97, 
but this is unlikely to have been the case. 
Aggregate domestic saving touched 25.6 per 
cent in 1995-% against 24.3 per cent in 
1990-91 due to an improvement in the saving 
rates of the corporate and public sectors. 
Household sector saving wax lower at 19.5 
per cent in 1995-% against 20.5 per cent in 
1990-91. Once again, ail indicators point to 
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a decline in the retained earnings of the 
piivate corporate sector and government 
companies in 1996-97. The Survey shows no 
recognition of this. The improvement in the 
revenue deficit of the central government in 
1996-97, a surrogate for the dissaving of 
public administration, is marginal. 

Finally, the Economic Survey is pleased 
with the sharp reduction in the current account 
deficit from 1.7 per cent in 1995-96 to 1.4 
percent in 1996-97, but fails todraw attention 
to the other side of the story which is the 
large reduction in non-oil imports accom¬ 
panied by an estimated foreign exchange 
build up of $3.3 to 4 bn, which shows that 
after five years of the economic reforms the 
economy's absorptive capacity has hardly 
improv^. The Survey takes the smug view 
that probably the coming of age of the 
consumer durable goods industries affer the 
reforms, has been responsible for the 
reduction in non-oil imports. In fact the 
economy’s lack of absorptive capacity stands 
out. not only in terms of the physical 
infrastructure but also the failure of domestic 
financial saving to supplement the meagre 
foreign capital inflows in the form of FDI 
and portfolio investment, which are likely 
to have been about $5 bn in 1996-97 against 
$ 4.3 bn in 1995-96. 

RAILWAYS 

Stop-Go Policies 

THE railways, despite being .such a vital 
lifeline of the economy, get relatively little 
media attention except when there are 
accidents or passenger fares and freight rates 
are raised. What is overlooked, most 
importantly, is that the railways’ progress is 
being severely hamperedby the government’s 
failure to formulate and implement a coherent 
multi-modal transport policy. While the 
overcrowding of passenger services and 
pressure of freight traffic on the high-density 
routes come in for comment, the fact is that 
in many other sectors and in particular years 
the capacity created in terms of rolling stock, 
track and other physical infrastructure as 
well as manpower is poorly utilised. This is 
true particularly of freight traffic, which 
provides over 70 per cent of the railways’ 
gross earnings: Rs 19.822 crorc out of Rs 
27.855 crore, according to the 1997-98 
railway budget. 

The Eighth Plan had anticipated an annual 
5 per cent growth of goods and passenger 
traffic. In the event, the volume of revenue 
earning goods traffic stagnated between 350 
and 358 mn tonnes for three years from 
1991-92 to 1993-94. In the next three years 
the rise in industrial and agricultural 
production led to growth of railway freight 
movement, so that in 1996-97 the railways 
arc expecting to move 410 mn tonnes of 
freight traffic, which is close enough to the 
Eighth Plan target of 418.4 mn tonnes. A rise 
of 5 per cent to 430 mn tonnes has been 
targeted for 1997-98, the first year of the 
Ninth Plan. However, the slump in passenger 


traffic in the first three years of the economic 
reforms was so severe that the 346.73 bn 
passenger kilometres likely to be achieved 
io 1996-97 is way below the Eighth Plan 
target of 377.7 bn. The estimate of 351.3 bn 
for the first year of the Ninth Plan again 
reflects a growth of just 1.3 per cent and is 
still some 26 bn below the level that was 
expected to be reached by the end of the 
Eighth Plan. At this rate passenger traffic at 
the end of the Ninth Plan will no higher 
than what had been expected to materialise 
by the end of the previous Plan. 1*66 large 
gap between traffic expectations and 
actuals has put severe pressure on railway 
finances. 

The National Transport Policy Committee 
had in the early 1980s envisaged a modal 
split in which the railways, as the energy- 
efficient and environment-friendly preferred 
mode of transport, was expected to carry 72 
per cent of the long distance freight traffic, 
with the balance 28 percent being transported 
by road. In reality the relative shares of 
railways and road transport have moved in 
quite the reversedirection. As acknowledged 
in the Ninth Plan Approach Paper, the 
railways’ share in freight traffic declined 
from 89 per cent in 1951 to 40 per cent in 
1995, while its share in passenger traffic 
dwindled from 72 per cent to 20 per cent. 
The disproportionate growth of road transport 
has led to a rapidly growing fuel import bill 
as well as severe aggravation of urban 
pollution. The sy.stem of administered prices 
of petroleum products, in particular diesel, 
has contributed to this growth. And in the 
economic climate generated by the reforms 
the demand for automobiles has been further 
stimulated. 

As a result of the severe competition from 
road transport and the ab.scnce of a level 
playing field, it has been progressively more 
difficult for the railways to mobilise 
additional revenue by raising tariffs. The 
sluggishness in passenger traffic in particular 


has been acknowledged to be the result of 
the steep hike in passenger fares in tte 1992- 
93 railway budget. Road transport has enjoyed 
distinct advantages, most important of all in 
regard to labour practices. Ram Vilas Paswan 
as railway ministerhastakenapolicy decision 
to regularise all casual labour employed by 
the railways. He has regularised 16,000 
workers so far and the figure is estimated 
to reach 30,000 by the end of this month. 
All the 56.000casual workers in the railways 
are expected to be regularised by the end of 
March next year. The railways also bear 
major social obligation^in the form of losses 
on coaching services and uneconomic lines 
as well as subsidised commodity freight. The 
1997-98 railway budget estimates the loss 
on coaching services on suburban and non- 
suburban passenger traffic, parcel, luggage, 
etc, at Rs 2,804 crore and that on low-rated 
commodities at Rs 411 crorc in 1996-97, up 
from Rs 1,884 crore and Rs 124 crore, 
respectively, in 1993-94. 

Considering their many constraints, the 
railways’ financial performance has not been 
unimpressive. For instance, they have 
discharged their entire liability to general 
revenues in the fotm of defeiml dividend 
and loan out.standing in 1992-93. Since theii 
they have been fulfilling their dividend 
obi igations to the general revenues as per the 
recommendations of the Rai I way Convention 
Committee. The dividend has gone up from 
Rs 1,361.71 crore in 1994-95 to Rs 1.575.25 
crore in 1996-97 and is budgeted to be Rs 
1.629.72 crore in 1997-98. 

A major hurdle in the way of the railways' 
development has been the persistent decline 
in their Plan outlay in real terms because of 
inadequate budgetary support which has 
declined sharply from 75 per cent of the 
railways’ Plan outlay in the Fifth Plan to 42 
per cent in the Seventh Plan and further to 
just 19 per cent in the Eighth Plan. The 
railways’ Plan outlay as a percentage of the 
total Plan outlay has fallen steadily from 8.5 
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per cent in 1992-93 to 6.3 percent in 199S- 
96. The outlay for 1997-98 has been fixed 
at Rs 8,'300 crore, which is the same as in 
the previous year in nominal terms. In the 
six years from 1991-92 to 1997-98, the 
railways’ annual Plan outlay has gone up 
^ from Rs 5,393 crore to Rs 8,300 crore - an 
increase of 55 per cent, whereas the rise in 
the wholesale price index would have been 
easily 65 percent. Though budgetary support 
to the railways' Plan in 1997-98 has been 
raised to Rs 1,831 crore from about Rs 1,400 
crore as a special case to meet the needs of 
the north-eastern region and Jammu and 
Kashmir, the total outlay has remained 
unchanged because of the huge increase of 
Rs 3,500 crore in working expenses due to 
the impending implementation of the Fifth 
Pay Commission’s recommendations. 
Nevertheless the railways hope to generate 
internally Rs 3,419 crore in 1997-98, with 
Rs 1,800 crore coming from higher fares and 
freight rates. 

tIjc railway network spans 62,000 route 
km and 1,07,000 track km. Apart from 10 
per cent track renewal, 20.000 wagons (in 
. terms of 4-whcelers), 2,0(X) coaches and 
’ many ItKomoti ves arc required to be replaced 
every year. The decline in budgetary support 
combined with fluctuations in the railways’ 
own revenue has forced erratic policies in 
regard to acquisition of rolling stock and 
construction of new tracks and building of 
other infraiitructurc. With the large revenue 
mobilisation in 1992-93. as many as 26,129 
wagons, 2,659 coaches and 318 locomotives 
were acquired that year. But the pace could 
not be sustained thereafter and in 1995-96, 
for in.stance. only 17,950 wagons, 1,721 
coaches and 274 l(K.-omolives were added. 
An attempt has been made thereafter to step 
up the pace of expansion of rolling stock and 
planned acquisitions have been raised to 
.30,000 wagons, 2,213 coaches and 337 
locomotives in 1996-97 and 26,000 wagons, 

; 2,030 coaches and 328 locomotives in 1997- 
98, though it has to be seen what the actual 
outcome will be. 

Apart from concerted effort to improve the 
efficiency of its capital-at-large and 15.9 
lakh-strong manpower, the railways have to 
adopt long-term policies and clear priorities 
in regard to line expansion, track renewals, 
gauge conversion and electrification of key 
routes. Two major instances of capricious 
action by the authorities stand out. First, in 
1992-93 there was a sudden and sharp 
reshuffle of priorities in favour of gauge 
conversion. Ilie target of gauge conversion 
was overnight pushed up from 185 km in 
1991 -92 to 1,2{X)km in 1992-93 and remained 
in the l,50Ci^l,6()0 km range thereafier till 
1995-96 and actual conversion ranged from 
1,351 km to 1,805 km. Despite many technical 
objections to this distortion of priorities, the 
rai I ways persisted with the emphasis on gauge 
conversion at the cost of other programmes. 
The electrification programme, for instance, 
which aims to achieve saving of energy and 
environment-friendly operation of the 
railways, was downgraded. From 1,040 km 


in 1990-91, the electrification target was 
brought down to 500-6(X) km in the next five 
years and the actual achieven^t came down 
from 831 kmin 1990-91 to an annual average 
of473 km during 1991-96. Similar debacles 
have occurred in the construction of new 
lines and track doubling. 

The second instance relates to introduction 
of new lines and undertaking of surveys for 
new lines. Bias in the intrc^uction of new 
lines has been a feature under every railway 
minister, but of late it has become especially 
blatant. Of the 38 surveys for new lines 
pro[)osed in Ram Vilas Paswan's latest 
railway budget, eight each are for Bihar, 
Karnataka and Andhra Pradesh and the 
remaining 13 are essentially for states in the 
eastern region. In his first budget last year, 
Paswan had announced six zonal offices 
with a pronounced bias for Bihar and 
Karnataka. It is time that an institutional 
arrangement is put in place toensurc a degree 
of fair play, regionally-speaking, in the 
railways' development programmes. The 
continuously dwindling market share of the 
railways is not the result only of capacity 
constraints, but also of failure to anticipate 
the growth of markets and to reorient 
expansion plans accordingly. The railway 
budget for 1997-98 brings out how trans¬ 
portation needs are getting affected by 
reduction of distances between the centres 
of production and conisumption, by changes 
in the pattern of development of industries 
and by formerly foodgrain deficit areas 
becoming self-sufficient. But there is hardly 
any evidence of corresponding efforts by the 
railways to anticipate these and other 
developments and to safeguard and expand 
their market. A strategic blueprint for the 
long-term growth of the railways, which 
goes beyond general i tics such as that rai I ways 
have to function "not only as a commercial 
institution but also an efficient and public 
welfare organi.sation for the development of 
backward regions”, is clearly lacking. 

TAX SHARING 

States at Losing End? 

I'HE finance minister’s announcement in 
his budget speech that the government 
intends to implement the recommendation 
of the Tenth Finance Commission to pool 
all the tax revenues of the cential govern¬ 
ment and allocate 29 per cent thereof to 
the state governments raises quite a few 
questions. 

First and foremost, have the state 
governments, in response to whatever they 
were asked on the subject by the finance 
ministry, rc.spondcd positively to this change? 
After all, the proposed change can become 
effective only through a constitutional 
amendment. 

The point is not merely one of form. The 
much more substantive que.stion that the 
states must ask themselves is whether this 
is a once-for-all replacement of the sharing 
of revenue from specific taxes by a sharing 


out of the total pool and whether the share 
thus fixed is to be frozen for all time to 
come or it is to be subjected to review 
every five years by a Finance Commission. 
This is extremely important to ascertain. 
Freezing the share for a period longer than 
five years goes against the original intention 
of the Constitution-makers of a five-year 
review in the light of the changing relative 
expenditure requirements of the centre and 
the states. The Tenth Finance Commission 
itself concedes that with the coming into 
effect of the constitutional amendments 
73 and 74. the expenditure commitments 
for transfers to local bodies arc bound to 
increase. 

Also, it cannot be overlooked that implicit 
in the suggested share of 29 per cent for the 
states is the surrender for all time to come 
of the power to levy sales tax on sugar, 
textiles and tobacco. It is relevant to recall 
in this connection that at the recent meeting 
of the National Development Council some 
states specifically asked for the immediate 
reversion to the states of this power. Kerala’s 
chief minister made the point that his 
government could have collected almost three 
times more revenue from sales taxation of 
these three commodities than what the state 
government was currently getting by way of 
itsshare of the revenue from additional excise 
duties. 

So the argument that the states would be 
favourably placed if they agreed to the 
propo.scd new,arrangement may not hold 
water. Nor can the more substantive point 
be overlooked, namely, the consequential 
surrender of the right to impo.se .sales taxa¬ 
tion on three major items of con.sumption 
which are ideally suitable for consumption 
levies. 

There also remains the question whether, 
when such a major change in the manner of 
tax-sharing between the centre and the state 
is being considered, it is nut necessary to 
keep in mind the need for a linkage between 
the centre’s tax effort and the states’ share. 
This question is particularly pertinent in the 
light of the experience of recent years during 
which the centre’s tax/GDP ratio has declined 
from 11.8 per cent on 1989-90 to 10.5 per 
cent in 1996-97 and might decline even 
further in view of the substantial giveaways 
in the budget just pre.scnted. Under lac 
proposed sy.stcm of sharing, the states will 
be entitled to the same fixed share of central 
tax revenues even though the centre’s lax 
effort may continue to decline. And this will 
he .so even i f the expenditure responsibilities 
of the states are on the rise even as their 
taxing powers remain unaugmenled. In fact, 
they would be actually eroded if the power 
of taxing sales of sugar, textiles and tobacco 
is taken away from the states permanently. 
Unfortunately, the Tenth Finance 
Commission’s recommendation on the 
subject was made far too casually without 
deep thought, perhaps under pressure from 
the central ministry of finance. But why 
should the states surrender so very 
mindlessly? 
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CURRENT STATISTICS 


EPW Research Foundation 


t in non-POL imports and continuously hi^h increase in POL 


January data show persistence of export siugcishness accompanied by slight improvement in non-POL imports and continuously high increase in POL 
imports. During Ihe first 10 months of 1996^7. POL imports at $ 7,870 mn were 36.5 per cent higher than in the corresponding period of 1995-96. All 
other major imporu have suffered a setback between the two periods; chemicals (-13.7 per cent), capital goods (-4.6 per cent), project imports (-24 per 
cent). In exports, the largest fall has occurred in gems and jewellery (-10 per cent), but capital goods exports have registered a 14.6 per cent rise and 
so have chemicals (>23.7 per cent) and food items 016.5 per cent). 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82 s 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power, Light and Lubricants 
Manufacture Products 
Food Products 
Food index (computed) 

All Commodities (Average Basis) 
(April 6-February 22, 1997) 


Cost of Living Indices 


Weights 


!%b22. 

1997 




1995-96 1994-95 1993-94 1992-93 


Latest 
Month Over 
Month 


Latest Previous 19%-97 1995-96 


7.9 

4.8 

7.5 

4.6 

5.0 



7.0 

10.2 

4.0 

9.6 

4,9 

5.4 

12.7 

11.5 

3.0 

14.6 

7.4 

12.9 

8.1 

9.8 

11.9 

4.4 

5.4 

3.8 

-1.8 

5.2 

-0.6 

-1.9 

1.5:5 

24.9 

-1.4 

19,9 

0.5 

16.2 

0.5 

3.7 

2.4 

13.1 

1.5.2 

4.5 

6.1 

4.7 

5.3 

5.0 

10.7 

9.9 

7.9 

13.5 

0.3 

14.7 

0.4 

-0.7 

8.1 

12.3 

6.8 

14.3 

5.0 

13.5 

5.5 

6.3 

10.6 

7.0 

5.8 

6.1 

8.1 

6.3 

8.0 

7.8 

10.9 

8.3 

10.1 


tion (Per Cent): Point-to-Point _ 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Latest Previous 1996-97 1995-96 


Industrial Workers (1982=100) 

3.50'^ 

0.3 1 

Urban Non-Man Emp (1984-8.5=100) (for 1995-96) 

26.3’ 

0.4 

Agri Lab (1986-87=100) (Link factor 5.89) 

263'’ 

0.4 1 



Feb 14. 

Money and Banking (Rs crore)* 1997 Over Month 


Money Supply (M,) 67.5033 9501(1.4) 

Currency with Public 1336^ 241.5(1.5) 

Deposits with Banks .537873 7855(0.6) 

Net Bank Credit to Govt 288715 1841(0.6) 

Bank Credit to CommI Sector .361162 2286(0.6) 

Net Foreign Exchange Assets 87215 -I423(-I.6) 

Reserve Money (Feb 21) 190464 963(0.5) 

Net RBI Credit to Centre (Feb 21) 123865 -923(-0.7) 

Ad hoc Treasury Bills (Feb 21) 31015 -ll.5(-0.4) 

Scheduled Commercial Banks (Feb 14) 

Deposits 482648 7103(1.5) 

Advances 266991 1465(0.6) 

Non-Food Advances 258826 2002(0.8) 

Investments 187133 -5l7(-^.3) 


Fiscal Year so far _ 

1996-97 1995-96 1995-96 


73197(12.2) 
1.5499(13.1) 
.57.538(12.0) 
31304(12.2) 
20261 (.5.9) 
10059(13.0) 
-3873(-2 0) 
.5097(4.3) 
1570 


49953(9.4) 
18.54.3(18.4) 
.31105(7.3) 
2676.3(12.0) 
384.32(13.1) 
-158(-0.2) 
16858(10.0) 
18227(18 4) 
9375 


70410(13.2) 
17480(17.4) 
.52973 (12.4) 
34991 (15.7) 
48179(16.5) 
-628 (-0.8) 
2.50.54 (14.8) 
19855(20 1) 
5965 


79241 (I7..5) 
18698(22.8) 
.59685(16.2) 
16.328 (7.9) 
480.59(19.6) 
251.59 (47.8) 
30611 (22.1) 
2130(2.2) 
17.50 


* Based on March 31 rigures, except 


7I03(I..5) 48829(11.3) 26003(6.7 ) 46961(12.1) 53629(16.1) 

1465(0.6) 12976(5.1) 32795(15.5) 42455(20.1) 40638(23.8) 

2002(0.8) 14602(6.0) 34197(17.2) 44938(22.5) 37798(23.4) 

-.5l7(-0.3) 223.50(13.6) 11322(7.6) 15529(10.4) 14171 (l()..5) 

for 1995-96 (full year) and 1996-97 where the banking data relate to March 29, 


73.307(19.3) 
14170(20 9) 
57925(18.7) 
288.55(16.3) 
17161 (7..5) 
27674(110.9) 
27892 (25.2) 
260 (0.3) 
6.300 

.52144(18.6) 
11.566 (7.3) 
8875 (5.8) 
28641(26.9) 
1996. 


Index Numbers of Industrial Weights Oct 
Production (I980-8I=I(X)) 1996 


Generalindex 100.00 .301.3 

Mining and Quarrying 11.46 26.3.7 

Manufacturing 77.11 298.6 

Electricity 11.43 .357.1 


Weights Oct Fiscal Year So Far _ Fiscal Year Averages _ 

1996 1996-97 1995-96 1995-96 1994-95 199.3-94 1992-9.3 1991-92 1990-91 


100.00 .301.3 291.2(9.8) 265..3(11.7) 28.3..3(11.9) 253.7(9.4) 2.32.0(6.0) 218.9(2.3) 213.9(0.6) 212.6(8.2) 

11.46 26.3.7 247.9(1.7) 243.8(9.8) 266.4(7.0) 248.8(7.5) 2.31..5(3..5) 223.7(0.6) 222..5(0.6) 221 2(4.5) 

77.11 298.6 289.7(12.1) 258.4(12.3) 277.3(13.0) 245.4(9.8) 223..5(6.l) 210.7(2.2)206.2(-0.8) 207.8(9.0) 

11.43 .357.1 .345.(K3.4) .3.3.3.7(10.1) 340.3(8.2) 314.6(8.5) 290.0(7 4) 269.9(5.0) 2.57.(K8.5) 236.8(7.8) 


Capital Mailtet 1997 Ago 


Foreign Trade January Fiscal Year .5 


March 6, Month Year 1996-97 So Far 1995-96 


End of Fiscal Year 


BSE Sensitive Index (1978-79=100) .3876(13.2) 340.3 

BSE-100 (1983-84=100) 1683(6.9) 1488 

BSE.200 (1989-90=100) 374(6.9) 330 

NSE-50 (Nov 3, 199.5=1000) 1127 968 

Skindia GDR Index (April 1.5, 1994=100) 7.5.g(-3.2) 68.4 


Ago Trough 


3425(-.3..3) 2745 
1574(-7.7) 1217 
.350(-l0..5) 273 

na 788 
78.3(-0.9) 51.6 


2826 .3584 
1304 1691 
289 385 

na na 
61.62 87.88 


3367(.3..3) 3261(-I3.7) 
1.549(-3.5) 1606(-I2 2) 


345 (-6,3) 
nn 

78.53(0.7) 


January 

1997 


Fiscal Year So Far 
l9%-97 1995-96 


1995-96 


Exports: Rs crore 
US $ mn 
Imports: Rs crore 
US S mn 

Non-POL US S mn 
Balance of Trade: Rs crore 
US $ mn 


(excluding gold) 


Rs crore 
US S mn 


95876(1.3.2) 
27074 (5.6) 
111069(12.0) 
31365 (4..5) 
23495 (-3.1) 
-15193 
-4290 


84664(28.7) 106465(28.8) 
2.5629(22.3) 31831 (20.9) 
99142 (37..3) 121647 (.35.2) 
300P.(30.4) 36370(26.9) 


2424/(.32.2) 
-14477 
-4383 


28822 (26.8) 
-ISI82 
-4539 


1994-95 


82674(18.5) 
26.331 (18.4) 
89971 (2.3.1) 
28654 (22.9) 
22727(29.5) 
-7297 
-2324 


1993-94 


69751 (29.9) 
22238 (20.0) 
73101 (1.5..3) 
23306 (6.5) 
17.552(11.2) 
-.3350 
-1068 


368(-l8.2) 

na 

77.99 


1992-9.3 


3779(65.7) 

1830(79.2) 

450(92.3) 


1991-92 


53688(21.9) 44042 (.35 3) 
18.537(3,8) 17866 (-L.5) 
63375 (.32.4) 47851 (10.8) 
21882(12.7) I94ll(-I9.4) 
1.5782(12.3) 14047(-22.2) 
-9686 -3809 

-3345 -1545 


Feb28. March l,Maich3l. 


1997 

1996 

1996 

Month 

Ago 

Year 

Ago 

70714 

55942 

58726 

-.597 

14772 

19697 

15961 

17126 

-179 

3736 


Variation Over 


Natty, (i) Superscript numeral denotes month to which figure relates, e g, superscript 12 stands for December, (ii) Figures in brackets are 
percentage variations over the period specified or over the comparable period of the previous year, na = not available. 
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Foreign Trade 

_ Aoril-December _ _ Full Financittl Year 


Commodity Composition of 1996-97* _ 1995-96* 1995-96 1994-95 _ 1993-94 


Imports ami Exports 

Rs Or US $ mn 

,Rs Cr US $ mn 

Rs Cr US $ mn 

RsCr US Smn 

Rs Cr US $ mn 

Imports 

Fo^ and live animals 

1331 (1.4) 

376 

1590(1.8) 

486 

2084 (1.7) 

623 

4034 (4.5) 

1285 

1651 (2.3) 

526.0 

chiefly for food 











Pulses 

510 (0.5)' 

144 

530(0.6) 

162 

631 (0.5) 

189 

593 (0.7) 

189 

567 (0.8) 

181.0 

Casbewnuts 

405 (0.4) 

114 

461 (0.5) 

141 

749 (0.6) 

224 

691 (0.8) 

220 

483 (0.7) 

154.0 

Crude materials.inedible oils 
except fuels 

5086(5.2) 

1438 

6011 (7.0) 

1836 

8031 (6.6) 

2401 

6748 (7.5) 

2149 

4273 (5.8) 

1362.0 

Fertiliser crude 

301 (0.3) 

85 

333 (0.4) . 

102 

500 (0.4) 

149 

479 (0.5) 

153 

388 (0.5) 

124.0 

Metallifoous ores and 

1834(1.9) 

518 

1862 (2.2) 

569 

2627 (2.2) 

786 

2349 (2.6) 

748 

1411 (1.9) 

450.0 

metal scrap 

(0.0) 










Mineral fuelsjubricants and 

28311(29.2) 

8003 

19189(22.3) 

5862 28221(23.2) 

8438 

20837(23.2) 

6636 

19508(26.7) 6219.0 

related materials 











Petroleum,crude and 

25934(26.7) 

7331 

17124(19.9) 

5231 25211(20.7) 

7538 

18613(20.7) 

5928 

18045(24.7) 5753.0 

products 

Animals and vegetable oils. 

2204(2.3) 

623 

1842(2.1) 

563 

2186 (1.8) 

654 

626 (0.7) 

199 

168 (0.2) 

54.0 

fius and waxes 











Chemicals and related products 

12489(12.9) 

3531 

13398(15.6) 

4093 18442(15.2) 

5514 

10386(14.5) 

4168 

9317(12.7) 2970.0 

Organic chemicals 

4365 (4.5) 

1234 

4132(4.8) 

1262 

5747 (4.7) 

1718 

4350 (4.8) 

1382 

2783 (3.8) 

887.0 

Fertiliser manufactured 

1916 (2.0) 

542 

.1320(3.9) 

1014 

4422 (3.6) 

1322 

2399 (2.7) 

764 

1983 (2.7) 

632.0 

Manufactured goods clossifled 

16010(16.5) 

4526 

13886(16.1) 

4242 

19361(15.9) 

5789 

14163(15.7) 

4511 

14619(20.0) 4661.0 

chiefly by materials 











Pearls.precious/$emi- 

6108 (6.3) 

1727 

4948 (5.8) 

1512 

6972 (5.7) 

2084 

5117 (5.7) 

1630 

8294(11.3) 2644.0 

precious stones 
iron and steel 

.3511(3.6) 

993 

3223 (3.7) 

985 

4596 (3.8) 

1374 

3397 (3.8) 

1082 

2347 (3.2) 

748.0 

Non-ferrous metals 

2772 (2.9) 

784 

2239 (2.6) 

684 

3037 (2.5) 

908 

2254 (2.5) 

718 

1504 (2.1) 

480.0 

Capital goods 

20112(20.7) 

5686 

19512(22.7) 

5961 27865(22.9) 

8331 

19989(22.2) 

6366 

16630(22.7) 5301.0- 

Klachincry except electrical 

9573 (9.9) 

2706 

8637(10.0) 

2639 13242(10.9) 

3959 

8565 (9.5) 

2728 

5902 (8.1) 

1882.0 

and electronic 

Transport equipment 

2735 (2.8) 

773 

2649(3.1) 

809 

3619 (3.0) 

1082 

3497 (3.9) 

1114 

3981 (5.4) 

1269.0 

Project goods 

4759 (4.9) 

1345 

5806 (6.7) 

1774 

7528 (6.2) 

2251 

5820 (6.5) 

1854 

5062 (6.9) 

1614.0 

Others 

11569(11.9) 

3270 

10592(12.3) 

3236 15456(12.7) 

4621 

10488(11.7) 

3340 

6934 (9.5) 2211.0 

Total 

97111(100.0) 

27453 

86021(100.0) 26279 121647(100.0) 

36370 

89971(100.0)28654 

73101(100.0)23306.0 


Exports 

Food and live animals 

15182(17.7) 

4292 

1206.1(16.2) 

3685 18343(17.2) 

5484 

12036(14.6) 3833 

108.51(15.6) .1459.0 

chiefly for food 

C^shewnut 

1036(1.2) 

293 

949(1.3) 

290 

1231 

(1.2) 

368 

1245 (1.5) 397 

1045 (1.5) 333.0 

Oil-meals 

2167 (2.5) 

613 

1924 (2.6) 

.588 

2351 

(2.2) 

703 

1798 (2.2) 57 

2324 (3.3) 741.0 

Marine products 

3078 (3.6) 

870 

2503 (3.4) 

765 

3384 

(3.2) 

1012 

3337 (4.0) 1063 

2552 (3.7) 814.0 

Beverages,tobacco and 

197 (0.2) 

56 

76(0.1) 

23 

118 

(0.1) 

35 

117 (0.1) 37 

1.19 (0.2) 44.0 

tobacco irumufoctures 

Crude materials.inedible oils 

5735 (6.7) 

1621 

4319 (5.8) 

1319 

6624 

(6.2) 

1980 

4895 (5.9) 1559 

4901 (7.0) 1563 0 

except fuels 

Iron ore 

1256(1.5) 

355 

1230(1.7) 

376 

1735 

(1.6) 

519 

1297 (1,6) 413 

1374 (2.0) 438.0 

Mineral fuels.lubricants and 

1.126(1.5) 

375 

1156(1.6) 

3.53 

1518 

(1.4) 

454 

1309 (1.6) 417 

1248 (1.8) 398.0 

related materials 

Petndeum crude and products 

1326(1..5) 

375 

1156(1.6) 

353 

1518 

(1.4) 

454 

1309 (1.6) 417 

1248 (1.8) 398i) 

Animal and vegetable oils 

494 (0.6) 

140 

S68 (0.8) 

174 

798 

(0.7) 

239 

491 (0.6) 156 

3.57 (0.5) 114.0 

waxes and fats 

Chemicals and related products 

8632(10.1) 

2440. 

7308 (9.8) 

2233 

10210 

(9.6) 

3053 

8034 (9.7) 2559 

6000 (8.6) 1913.0 

Drugs.phormaceuticals 

2999 (3.5) 

848 

2364 (3.2) 

722 

3366 

(3.2) 

1006 

■ 2512 (3 0) 800 

2010 (2 9) 641.0 

and fine chemicals 
Dyes.intermediates and 

1446(1.7) 

409 

• 

1155(1.6) 

35.1 

1631 

(1.5) 

488 

1.506 (1.8) 480 

IISI (1.7) .i6ro 

coal tar chemicals 

Plastic and linoleum products 

1447(1.7) 

409 

1442(1.9) 

441 

1946 

(1,8) 

582 

1502 (1.8) 478 

1053 (1.5) 336.0 

Manufactured goods classified 

42965(50.2) 

12146 

39962(53.8) 

12208 56269(52.9) 

16823 

46185(55.9)14709 38223(54.8)12186.0 

chiefly by materials 

Leather footwear 

884(1.0) 

250 

798(1.1) 

244 

1951 

(1.8) 

5«3 

1725 (2.1) 549 

1793 (2.6) 572.0 

Gems and jewellery 

11955(14.0) 

3380 

12289(16.5) 

3754 17645(16.6) 

$m 

14131(17.1) 4500 

12532(18.0) 3955.0 

Cotton yara.fabrics. 

8076 (9.4) 

2283 

6263 (8.4) 

1913 

8645 

(8.1) 

2585 

7014 (8.5) 2234 

4821 (6.9) 1537.0 

madeups.ctc 

Monmilde yam.fabrics. 

1814(2.1) 

513 

1834 (2.5) 

560 

2483 

(2.3) 

742 

1928 (2.3) 614 

1335 (1.9) 426.0 

nuuleups.etc 

RMG cotton and accessories 

7443 (8.7) 

2104 

6362 (8.6) 

1944 

9478 

(8.9) 

2834 

7856 (9.5) 2502 

6173 (8.9) 1968.0 

Capitol goods 

7860 (9.2) 

2222 

6348 (8.5) 

1939 

9105 

(8.6) 

2722 

7214 (8.7) 2298 

6166 (8.8) 1966.0 

Metal manufactures 

2525 (2.9) 

714 

1951 (2.6) 

596 

2812 

(2.6) 

841 

2217 (2.7) 706 

2080 (3.0) 663.0 

Machinery and instruments 

2714(3.2) 

767 

1937 (2.6) 

592 

2841 

(2.7) 

849 

2282 (2.8) 727 

2004 (2.9) 639.0 

Transport equipment 

2313 (2.7) 

654 

2179 (2.9) 

666 

3104 

(2.9) 

* -928 

2422 (2.9) 771 

1857 (2.7) 592.0 

Others 

3232 (3.8) 

914 

2545 (3.4) 

777 

3478 

(3.3) 

1040 

2392 (2.9) 762 

1866 (2.7) 595.0 

Electronic goods 

2137(2.5) 

604 

1572(2.1) 

480 

2174 

(2.0) 

650 

1294 (1.6) 412 

952 (1.4) 303.0 

Total , 

85623(100.^ 

24205 

74345(1000) 22712106465(100.0) 

31831 

82673(10a0) 26330 

69749(100.0)22237.0 

Figoiei in brackets are percentages to respective KMals 

• 

provisional 
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COMPANIES 


EPW RcMardi Fonndatioii 


JAIN IRRIGATION 

High Interest Cost 

JAIN IRRIGAITON, the flagship company 
of the Jain group, manufactures micro- 
irrigation systems (MIS), plastic sheets and 
solar water heating systems. As the drip 
irrigation system of MIS was a relatively 
new and expensive concept in India when 
the company began manufacturing the same, 
it faced an uphill task in marketing the system 
to Indian farmers. The process of installing 
the MIS is relatively simple. The company 
first undertakes a study of the soil, climate, 
water source, crop and then installs the MIS 
which delivers water through a network of 
PVC pipes having emission points near 
individual plants. Each emitter delivers a 
controlled application of water, nutrient and 
'^liquid fertiliser to the root of the plant. 

» The company saw a major fall in 
profitability in 199S-96. Although net sales 
and volume of production were higher at 
4S.6 per cent and SS.2 per cent respectively, 
Ihp company’s bottomline fell by 21.4 per 
cimt over 1994-95, mainly due to sharp 
iiicreases in manufacturingexpenses (up 62.1 
percent),interestcharges(up 183.6percent) 
and depr^iation (up 47.1 per cent). The only 
silfcer lining was the fact that operating inofit 
increased by 46.6 per cent as the company 
managed to keep total operating expenses 
.under check. While exports increased by 
•42.1 per cent during the year under review, 
imports rose at a slightly faster pace at 13.3 
per cent. Despite a sharp fall in the earnings 
per share from Rs 14.4 last year to Rs 10.8 
due to the fall in profitability, the company 
main^ned the dividend rate at last year’s 
30pefcent. The company ’ s book value which 
stands^tahefty Rs 126.1 per share, improved 
marginally to Rs 133.8 per share during this 
periorit 

Hie rampany ’ s solar water heating system 
has reportedly received encouraging response 
and additional investments made in plant 
and machinery will reduce dependence on 
imported components and improve 
profitability. The division is expected to 
improve capacity utilisation in 1996-97. 

, The sheetdivision introduced larger width 
' multiwaUPC sheets which were well rece? v^ 
in the market and these are expectedto bririg 
in substantja) revenues. Further, the prices 
of polycarbonate resins ate on a decline and 
\vill resylt io'vnproved margins for the sheet 
division w^e the improved credit terms 
from raw rithterial suppliers will help in 
eating the casttflow and reducing financing 
cost. The comlpany entered into a ’Tolling 
Agreement' with world leader Geneni 
Electric SPE, Holland, on a ‘Take or Pay’ 
basis for polycarbonate corrugated sheets 
for strengthening its position in the PVC 
sheet business wd consolidating the same 
in polycarbonate sheet markets. 

The green hoiues set up by the company 
on eXperimehllit basis have shown 


encouraging results with the computer 
controll^ green house (area ,20,000 sq ft) 
yielding )4.Stonnesoftomato^strawb^ 
crops and the uncontrolled grehn house (area 
24,000 sq ft) yielding over 2.1 tonnes ot 
capsicum. Whileover 1,00,000tissue culture 
plants were hardened and 60,000 mango 
grafts were made, about 3,00,000 papaya 
seedlings were raised by the company. 
Ordinary tunnels spreading over 4,(XX) sq ft 
yielded about4,000kgsof watermelon which 
attracted good off-season prices. 

Meanwhile, for the first six months of 
1996-97, the company saw a fall in net profit 
to Rs 2.5 crore - nearly a third of the figure 
during the corresponding period last year. 
While net sales for the period touch^ Rs 
84.5 crore, a nse of 20 per cent over the pre¬ 
vious corresponding period^ exports were al- 
moststagnantatRs41 3 crore. The mam cul- 
pnt with regard to the fall in profitability was 
a sharp nse in interest charges which more 
than doubled to Rs 13.3 crore as compared 
to Rs 6.1 crore in the first half of 1995-96 

KINETIC ENGINEERING 

New Ventures \ 

This Pune-based compimy performed well 
with net sales and value of p^uction nsing 
by 40 per cent in 1995-96 Although the 
company’s operating margin came under 
pressure with a sharp nse in manufactunng 
expenses (up 48.4 per cent) and other 
operating costs, lower interest (down 14.2 
per cent) and depreciation (down 4.6 per 
cent) helped the company post a 51 2 per 
cent nse in net profit for the penod under 
review. Exports too increased by 73 7 per 
cent over the previous year The company 
maintained the dividend rate at last year's 
level of 40 per cent While its earnings per 
share rose from Rs 22.7 last year to Rs 34.4 
during 1995-96, book value during the same 
penod jumped from Rs 127 per share to 
Rs 157.4 per share 

A pioneer in moped manufacture in the 
country, this Firodia group company is 
currently diversifying into the manufacture 
of elevators and cars. The Kinetic Pnde, a 
73 cc vano dn ve scooter which was launched 
in the previous year in south India, was 
introduced in other paits of the country dunng 
the year under review ,in a phased manner. 

The compa^ has embaric^ upon a project 
to manufacture a 500 cc ’city car’ which it 
claims will provide the much needed safe 
meansoftour-wheeler transport to the Indian 
urban population While the production of 
this car is expected to commence in October 
1997, the prototype will be ready in the first 
quarter of 1997. However, the new car may 
notbeavailableforRsl-I 25 lakh as promised 
earlier as the company’s plea for providing 
excise duty level of 15 per cent for a small 
car, as in the case of three wheelers, is yet 
to get the nod of the centre. The car boasts 
'of an automatic transmission and has been 


developed with technology inputs from 
compmiies in the US, Ftance and Italy. 

The company has also developed a four- 
stndcetwo-whedernamedK4atitsKoregaon 
Bhima plant The prototype of K4 is ready 
for demonstration. 

Meanwhile, Kinetic Engineering has 
formed a separate company. Kinetic 
Transportation Products, in collaboration 
with Hyundai Corporation, to manufacture 
elevators, escalators and auto parking 
garages. The products which will be sold 
under the Kinetic brand name will hit the 
market by mid-1997. The company plans to 
invest Rs 30 crore as initial capital in this 
new venture which will also be getting into 
mechanised parking systems by building 
multi-storied parking spaces which can park 
up to 25 cars (one above the other) in the 
same space required to park one car. Hyundai, 
with whom Kinetic Engineering has a 
collaboration, will be the second multi¬ 
national to plan a manufacturing facility for 
vertical transportation systems and escalators 
in the countiy , the first being Otis. Although 
other leading companies such as Mitsubishii 
Schindler and Kine already have a' presence 
in this segment, their products are sourced 
from abroad. The new company plans to sell 
at least 2,000 elevators in five years as it 
envisages a growth rate of around 20-25 per 
cent in the building construction industry. 
While the market leader, namely, Otis, sells 
around 2,500 elevators per annum, the 
demand for vertical transportation systems 
in the country is estimated at around 4,500 
units per annum offering tremendous 
potential especially when compared with 
Chinaand Kc^ which have an annual market 
of more than 15,000 units. 

Asa part of rationalisation of its operations, 
the company has hived off its electronics 
business into a new company, christened 
Kinetic Communications. The new company 
will manufacture television sets, monitors, 
auto electronics, etc. 

SYNTHETICS AND CHEMICALS 

E;xpansiQn Delayed 

The country’s 1,'rgest iiiami/a.cturer of 
synthetic rubber. Synthetics and Cbem<cals, 
saw a smart spurt in its bottomline in 
1995-96. While net sales' and value of 
production were higher by 14.7 percent and 
34 per cent, respectively, the company's net 
profit increased by 37.3 per cent over 
1994-95. Operating profit increased even 
more steeply by 75.9 per cent with the com¬ 
pany successfully managing to keep tabs on 
operating expenses. Exports saw an en¬ 
couraging growth from Rs 6 lakh in 1994-95 
to Rs 98 lakh in the year under review. 

There was a steady growth in the demand 
for the company’s products in both the tyre 
and non-tyre sectors. However, the company 
failed to satisfy the growing demand owing 
to bottlenecks such as the continued 
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Growth and Financial Indicators/ 
Year Ending 


Jain 
Irrigation 


March 

1996 


March 

199S 


KlncUc 
Enrincering 
ircn Mw 


Mai 

1996 


March 

1999 


Synihetica and 
Chcmlcris 
March March 
1996 1995 


Income/appropriatlons 

1 Net sales 21015 

2 Value of production 22096 

3 Other income 155 

4 TomI income 22251 

5 Raw matcrials/stoies and 12199 

spares consumed 

6 Other manufacturing expenses 1660 

7 Remuneration to employees 431 

8 Other expenses 3471 

9 Operating profit 4490 

10 Interest 2087 

11 Gross profit 2353 

12 Depteciation 890 

13 Profit before tax 1463 

14 Tax provision 

15 Profit after tax 1463 

16 Dividends 458 

17 Retained profit 1005 

LiabiUties/assets 

18 Paid-up capital 2236 

19 Reserves and surplus 16045 

20 Long-term loans 15920 

21 Short-term loans 8805 

22 Of which bank borrowings 8805 

23 Cross fixed assets 26624 

24 Accumulated depreciation 2189 

25 Inventories 7734 

26 Total assets/liabilities 48916 

Miscellaneous items 

27 Excise duty 2346 

28 Cross value added 4831 

29 Total foreign exchange income 8442 

30 Total foreign exchange outgo 7847 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 42.96 

32 Sales to total net assets (%) 48.87 

33 Cro.ss value added to 

gross fixed assets (%) 18.15 

.34 Return on investment 

(gross profit to total assets) {%) 4.81 

35 Gross profit to sales 

(gross margin) {%) II .20 

36 Operating profit to sales (%) 21.37 

37 Profit before tax to sales (%) 6.% 

38 Tax provision to 
profit before tax (%) 

39 Profit after tax to net worth 

(return on equity) (%) 8.(X) 

40 Dividend (%) .30.00 

41 Earning per share (Rs) 10.76 

42 Book value per share (Rs) 133.80 

43 P/E ratio 4.65 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 87.08 

45 Short-term bonk borrowings 

to inventories (%) 113.12 

46 Sundry creditors to 

sundry debtors (%) 32.72 

47 Total remuneration to employees 

to gross value added (%) 8.92 

48 Total remuneration to employees 

to value of production (%) 1.95 

49 Gross fixed assets fonnation (%) 41.79 

50 Growth in inventories (%) 13.82 


14438 

17553 

12543 

18244 

15905 

14235 

17810 

12637 

19195 

14329 

74 

476 

303 

171 

448 

14309 

18286 

12940 

19366 

14777 

8177 

10585 

6989 

10855 

8021 

.373 

802 

683 

2198 

1913 

363 

1721 

1372 

1561 

1433 

2333 

2490 

1887 

1835 

1752 

3063 

2688 

2009 

2917 

1658 

736 

283 

330 

1124 

971 

2467 

2443 

1909 

1.305 

924 

605 

7.33 

768 

265 

261 

1862 

1710 

1141 

1035 

658 

- 

325 

225 

- 

- 

1862 

1385 

916 

1035 

658 

389 

161 

1.58 

- 

- 

1473 

1224 

758 

1035 

658 

1296 

403 

403 

2605 

2506 

15040 

.5940 

4715 

9217 

8291 

II141 

1.304 

11.59 

11868 

11459 

3646 

1783 

1129 

.3892 

3643 

2146 

1648 

1129 

3229 

2605 

18777 

13029 

10442 

33449 

30644 

1302 

7876 

7150 

14358 

13979 

6839 

.3416 

2686 

4411 

3227 

3.5494 

12723 

9798 

3441.3 

32218 

1799 

2346 

1799 

3606 

3289 

.3716 

4405 

.3748 

3537 

.34.30 

7530 

1471 

848 

98 

6 

6717 

1561 

494 

9297 

5618 


40.68 

137.96 

128.03 

53.01 

49.37 

46.39 

186.14 

169.36 

66.14 

61.41 

19.79 

33.81 

35.89 

10 57 

11.19 

6.95 

19.20 

19.49 

.3.79 

2.87 

17.09 

13.92 

15.22 

7.15 

5.81 

21.21 

15.31 

16.02 

15.99 

10.42 

12.90 

9.74 

9.10 

5.67 

4.14 

- 

19.01 

19.72 

- 

- 

11.40 

21.84 

17.90 

8.75 

6.09 

30.00 

40.00 

40.00 

- 

- 

14.37 

34.37 

22.73 

3.97 

2.63 

126.05 

157.39 

127.00 

41.85 

.38.91 

5.57 

6.26 

12.98 

3.52 

6.28 

68.20 

20.56 

22.65 

108.86 

117.52 

31.38 

48.24 

42.03 

73.20 

8073 

41.46 

129.51 

66.83 

52.34 

29.96 

9.77 

39.07 

36.61 

44.13 

41.78 

2.55 

9.66 

10.86 

8.13 

10.00 

50.95 

24.77" 

14.73 

- 

- 

62.45 

27.18 

9.23 

36.69 

-28.72 


congestion at Kandia Port, resulting in 
disniption of supply of the principal raw 
materials, especially butadiene and styrene, 
causing a loss of 10,000 mt of synthetic 
rubber (SBR) production. Thectedit squeeze 
imposed by Ihe banking system and delayer) 
payment by customers for goods supplied 
compounded the situation. The company 
managed to post a healthy bottomline mainly 
due to better sales realisation, improved 
operational efficiency and a more re¬ 
munerative product mix. 

The adverse circumstances prevailing, 
however, especially the financial stnngency, 
delayed the expansion of capacity from 
40,000 mtpa to 70,000 mtpa. llie company 
has received the technical know-how for 
nitrile rubber from its technical collaborators, 
Nippon Zeon Co, Japan, and is in the process 
of selecting coasultants for implementing 
this project, which is expected to be completed 
in the first quarter of 1997. The government 
has already approved the technical know¬ 
how agreement for cartioxylated latex with 
the collaborator. 

Meanwhile, the company’s request for 
deferment of the repayment of loan insul-' 
ments has been acceded to by the financial 
institutions (Fls)andthecompany’sloan repay¬ 
ment has been extended by two years. This 
will lessen the interest burden on the company 
and will help rebuild its position in the market. 
In terms of the loan agreement, the FIs 
exercised their option to convert 20 per cent 
of the overdye interest amounting to Rs 1.3 
crore Into equity shares. The balance part of 
the overdue loans will be convert!^ into 
optionally partly convertible debentures at 
their option. The company has also made a 
proposal to the non-convertible debenture 
holders for the extension of repayment and 
fundingofoverdueintercst. For the time being, 
at least, the proposed issue of rights shares 
in the ratio of three shares for every five held 
(aggregating Rs 1S crore) has been deferred. 

This Kilachand group - company has now 
acquired management control of Hilton 
Rubbers, a conveyor and industrial rubber 
products company based in New Delhi. 
Although figuring among the market leaders 
till a few years back, Hilton Rubbers has 
fallen on bad times withits operations running 
into losses. SBR forms a significant portion 
of the raw material required for the 
manufacture of conveyor belts and other 
industrial products in the Hilton range like 
mill lining, .screen panels, liners for hopper 
and chutes required in metal mining and 
mineral processing. As Synthetics and 
Giemicals hasexpertisein thenibber industry 
and produces SBR rubber, the overall 
operations of the two companies could prove 
to be synergistic in the long run. As per the 
arrangement with the Khannas (the previous 
owners of Hilton Rubbers), the Kilachands 
will be acquiring the 40 per cent stake held 
by them in due course. Hie Kilachands have 
also worked out some arrangement with the 
Khannas which entails the latter’s continued 
support to the company’s marketing function 
until they get entrenched in the various 
businesses pursued by Hilton. 


Md rtoWcrf WceUy Mack 13.1997 
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MONEY MARKET REVIEW 


EPW Research Foundation 


Budget Likely to Keep Interest 
Rates High 

Foremost among the many policy changes introduced by the union 
budget for 1997-98 is the replacement of the system of ad hoc 
treasury bills by ways and means advances. Given the economy's 
fiscal imperatives, this change is likely to push up the average 
interest cost for the government and also prevent any fall in the 
already high interest rates for commercial borrowers. 


I 

Policy Developments 

Replacement of ad hoes with WMAs 

THEunion budget for 1997-98 has introduced 
several policy changes which will have a 
significant impact on the money and financial 
markets. The foremost amongst them is the 
announcement relatingtothe abolition of the 
system of ad hoc treasury bills and its 
replacement, effective from April I, by a 
system of ways and means advances (WMAs) 
to accommodate temporary mismatches in 
receipts and payments of the central 
government but not to be used as a source 
of financing the budget deficit. While the 
government and the RBI will have to sign 
an agreement on the limit of WMAs and the 
rate of interest to be charged, the budget has 
already provided for Rs 1,00,000crore toward 
gross turnover under this system in the 
1997-98 with an equivalent amount of 
redemption during the year; the budget has 
also shown interest outgo on this count at 
Rs 730 crore during the year. 

Unlike in the system of ad hoc treasury 
bills, the use of WMAs will have to be 
periodically vacated and redeemed entirely 
by the end of each fiscal year such that they 
ate not shown as a source of financing in 
the budget. Secondly, the use of WMAs will 
be against an agreed limit and drawals in 
excess of the limit will be permissible only 
for 10 consecutive working days; when 7S 
per cent of the agreed WM A is utilised, the 
RBI would trigger fresh flotation of 
government securities. However, during a 
transition period of two years up to March 
1999, there may be overdrafts exceeding 10 
consecutive working days but such excess 
will carry a higher interest rate. Finally, 
whereas the ad hoc TBs (like tapTBs) carried 
a discount rate of 4.60 per cent, the rate of 
interest to be charged on WMAs as well as 
the temporary overdraft will have to be 
mutually agreed between the RBI and the 
government. 

Auctioning of 91-day bills will continue 
and they will constitute a part of the gross 
fiscal deficit. The government will announce 


in each budget the size of RBI support 
anticipated to part finance the gross fiscal 
deficit, called the monetised deficit. The 
budget for 1997-98 has provided for 
Rs 16,000 crore as monetised deficit. The 
switch over fromad hoc to WMAs is expected 
to induce fiscal discipline on the part of the 
government and also provide greater 
autonomy to the RBI in the conduct of 
monetaiy policy. The question is whether 
this will happen and at what cost. One possible 
consequence of this measure, at the current 
stage of the economy's fiscal imperatives, 
would be to push up the average interest cost 
for the central budget, and also prevent any 
fall in the already high interest rates for 
commercial borrowers in the economy. 

Capital-Indexed Bonds 

The government has also announced the 
introduction of capital-indexed bonds in the 
budget, with the details to be announced by 
the RBI at the time of initiating the flotation. 
The government has kept its options open 
by offeringonly the repayment of the principal 
amount indexed to inflation and not interest 
payments. Though such an indexed bond to 
provide investors with the facility of hedging 
against inflation, has been introduced for the 
first time, there have been issues of floating 
rate bonds linked to the discount rates on 
364-day TBs which are supposed to reflect 
also some notion of short-term inflation. 
These FRBs, as also some similar private 
FRNs, are yet to become popular. 

Abolition of TDS on Dated Securities 

The finance minister has announced 
abolition of tax deduction at source (TDS) 
on government securities. This phenomenon, 
know as voucher in the securities market, 
had created quite a few anomalies resulting 
in distortions in yield calculations. Earlier, 
due to the practice of TDS follovved by the 
RBI at the time of paying interest, the market 
had developed another system for 
reimbursing proportionate TDS amount to 
the seller. While trading in government paper, 
the buyer and seller would make adjustment 
for interest and TDS elements for the part 


of the year for which the seller would have 
held the security. The buyer would rei mburse 
the seller for part interest and the seller 
would reimburse the buyer for TDS. The 
trading would thus pick up unnecessarily 
towards the time interest payment on a 
security would become due or the security 
would come up for redemption. Called 
‘voucher trading', this practice had created 
a distortion in the yields of gilt-edged paper 
as the market would calculate price ‘cum- 
voucher' whereas the Reserve Bank prices 
were always ‘ex-voucher’. Furthermore, there 
was always confusion as different tax rates 
prevailed for different classes of traders in 
the market. Although the RBI had fixed a 
uniform rate of 23.112S per cent for TDS 
(21.S per cent basic rate and surcharge of 
7.50 per cent) in the recent past, it had 
reduced the rate for public sector banks with 
the result that other players were at adisad van¬ 
tage. By abolishing this element, the 
government has brought in more transparency 
in pricing the government security and has 
thus removed one more hurdle in the healthy 
development of a secondary market for gilt- 
edged paper. The finance minister has also 
included gilts for the higher deduction limit 
of Rs 15,000 under Section SOL of «hc 
Income-Tax Act as is available in respect of 
income received from the units of UTI or 
other approved mutual funds. 

Change in Investment Rules for PFs 

The budget has also announced abolition 
of the requirement of employees provident 
funds (PFs) investing 20 per cent of their 
incremental funds in the Special Deposit 
Scheme with the government at 12 per cent 
rate of interest and instead allowed them to 
invest this amount in any of other three kinds 
of permissible securities, namely, central 
and state guv ernment or government- 
guaranteed securities; PSU bonds; and 
certificates of deposits (CDs) of public sector 
banks. This announcement is likely to boost 
PF investment in government securities as 
they fetch attractive yield rates and as an 
amount of at lea.st Rs 2,400 crore will now 
be released from PFs. 

Fll Investment in Government Debt 

Afterthe SEBI announcement of permitting 
foreign institutional i nvestors (FI Is) to invest 
in government debt, the RBI came out with 
operational guidelines for this purpose. As 
per these guidelines, Flls will be permitted 
to invest in central and state government 
dated paper through primary and secondary 
markets but not in treasury bills. It is repor¬ 
ted that SEBI has already cleared $ 403 
million (about Rs 1,450 crore) worth of debt 
funds to be invested in government paper 
by five Fils. 
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Macro Monetary Scene 

As the current financial year is coming to 
aclosc. the economy isexperiencingasurfeit 
of liquidity as a result of sluggish credit 
growth and improved inward remittances of 
foreign exchange. During the current fiscid 
year up to the first week of March, RBI's 
gross foreign currency reserves have expand¬ 
ed by over Rs 12,000 crore. The year would 
stand out for niggardly commercial bank 
credit growth. So far up to February 14 (on 
March 31 basis), aggregate deposits of 
scheduled commercial banks have expanded 
by Rs 45,570 crore (or by 10.4 per cent), 
whereas bank credit has increased by only 
Rs I l,272crore(4.4per cent), which implies 
an unprecedentedly low incremental errxiit- 
deposit ratio of 24.7 per cent. If the extant 
incremental CRR and SLR are considered, 
the incremental credit-deposit ratio ought to 
have been at least in the range of 60 to 65 
percent. The slower increa.se in credit should 
be all the more surprising as this period 
covered the major part of the conventional 
busy season of 1996-97 (October-April). On 
the other hand, during the same period, the 
expansion in banks’ investment in 
government .securities at Rs 24.702 crore 
was more than twice the credit growth, 
constituting 54.2 per cent of the increase in 
bank deposits whereas the statutory 
requirement would not exceed 25 per cent 
(including investment in other approved 
secunties. with the ratio related to aggregate 
demand and time liabilities) In fact, during 
the current fiscal year, the potential loss in 
commercial credit is considerably more than 
what is indicated in the above cr^it-deposit 
ratio. As a result of the reduction in CRR, 
hanks’ cash reserves with the RBI contracted 
by as much as Rs 16,924 crore between 
March 31, 1996 and February 21, 1997, In 
addition, hanks (including NABARD) 
contracted their refinance facilities from the 
RBI by Rs 15,570 crore. thus surrendering 
as much as Rs 32,494 crore of primary 
resource back to the RBI. Even with a very 
conservative multiplier of two, banks could 
have potentially advanced as much as 
Rs 65,(X)0 crore of additional bank credit 
and stimulated productive activities all round 


i n medium and large-scale i ndustries as much 
as in small-scale industries and agriculture 
alike. 

n 

Cali Money and Forex Markets 

Though thecall money rates moved broadly 
on an inverted ‘V’ shape curve during the 
month except forthe dips on reporting Fridays 
(Graph A), their behaviour was less volatile 
as compared to the previous month. The size 
of fund flows were also sluggish during the 
month (Table 1), giving rise to an impetus 
to repo operations based on the already 
prevalent excess liquidity. Till the final 
payment of the second tranche of Indian 
Development Bonds on February 15, the call 
money rates turned firmer as the SB I became 
more aggressive in acquiring rupee funds to 
purchase dollars for redeeming IDBs. 

Opening at 5 per cent in the morning of 
February 3, call rates moved higher to 6.5 
per cent on the day and stayed in the range 
of 5.50-7.00 per cent on February 5. With 
the Reserve Bank’s four repo auctions in the 
first fortnight absorbing up nearly Rs 7,000 
crore and the expected 10-year paper’s 
auction scheduled for February 20, call rates 
hardened and touched about 10.50/11.0 levels 
on February 13 (Tables 2 and 3). 

However, the second half of the month 
witnessed call rates consistently de.scending 
from about 9.0 per cent on February IS to 
2.0-3.0 per cent on February 26. basically 
reflecting the inflow of liquidity on the forex 
front. The call rate did show some rise to 
6.75 per cent on February 27, before stumb¬ 
ling to 0.10-0.50 per cent on February 28 
(RF). essentially as reporting Friday/post¬ 
reporting Friday phenomena. 


Standard 

Deviation 1.7 I.S 1.3 2.4 

CoefTicient of • .30.9 .31.2 2.3.6 39.2 

Variation (percentages) 


The foreign exchange maricct, however, 
showed remarkablcstabilityduringthe month 
despite the market knowledge of the 
repayment schedules of IDBs. FCNR(A) and 
IMF obligations. In fact, in sharp contrast 
to February last year when large-scale 
speculation on rupec-dollar front caused by 
the ensuing budget announcement had 
resulted in sharp volatility in the rates, the 
current year saw the rupee-dollar rate 
exhibiting no volatility; at best the rupee rate 
depreciated 2 to 5 basis points in the first 
half and recovered the lost ground in the 
second half (Graph B). Unlike last year, the 
corporate sector was seen to be hedging their 
near-term exposures to avoid any risks. 

The forex market activitiesduring February 
were more dominated by the RBI’s inter¬ 
vention of buying spot and selling forward 
six-month (August) dollar. The purchase of 
dollar by RBI in the first fortnight was geared 
towards redeeming IDBs and in the second 
fortnight, towards ensuring that the rupee 
did not appreciate in the wake of an unanti¬ 
cipated inflow of foreign exchange. On 
February 15, the second tranche of IDBs 
worth of S 1.65 billion was redeemed thus; 
$ 906 million paid out in foreign exchange 
and the equivalent of $ 782 million in rupees. 
In fact, despite an additional amount of 
approximately $ 2,019 million pay-out 
towards FCNR(A) and $ 1,006 million 
towards IMF Erpayments. the rupee-dollar 
rate did not reflect any anxiety. At $ 20.086 
billion as on March 6, 1997, the foreign 
currency reserves showed an increase of 
$ 284 million over the cnd-Decembcr level 
of $ 19.802 billion. 

During the major part of February, the 
forward premiayield curve remained negative 


.3.4 
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1.3 
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4.6 

9.9 

0.9 
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1.7 

0.3 

1.8 

1.1 

2.3 

16.7 
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7.1 

62.2 
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* Data for reporting Fridays (RF) are omitted 


Table 2; Daily Quotations of Hiohs and Lows of Call Rates in Per Cent Per Annum: Simple 

Statistical Characteristics 


All four February 1997 All five January 1996 

weeks Week ended weeks Week ended 

of the-of the- 

month 28* 21 14* 7 month 31* 24 17* 10 3* 

Mean 54 4T 


Tabi e I : Estimated Flow of Liquidity into the Financial System durinu February 1^7 

^ {Rupees crore) 


Week- 


28 



21 



14 



7 


Ended 

Inflow 

Out 

Net 

Inflow 

Out 

Net 

Inflow 

Out 

Net 

Inflow 

Out 

Net 

lienris 


flow 



flow 



flow 



flow 


1 91-day Treasury Bills Auction 

IS6 

488 

-.332 

111 

173 

-62 

417 

500 

-63 

.500 

500 

- 

2 364-day T bills (Auction) 

7 

435 

-428 

- 

- 

- 

47 

III 

-64 

- 

- 

- 

3 Govt Securities Auction 

- 

_ 

_ 

- 

1000 

-1000 

- 

- 

- 

- 

- 

- 

4 Coupon Payments 

594 

- 

594 

189 

- 

189 

- 

- 

- 

.381 

- 

.381 

5 Net Foreign Assets (Variation) 

1183 

- 

1183 

28 

- 

28 

- 

1899 

-1899 

90 


90 

Total 

Memo Items 

1940 

923 

1017 

.329 

1173 

-844 

484 

2510 

-2026 

972 

5a) 

472 

1 Open Market Operations (RBI) 

- 

899 

-899 

- 

215 

-215 

- 

- 

- 

- 

207 

-207 

2 Repos by RBI 

3080 

.5634 

-2.*'.54 

1880 

2140 

-260 

4815 

4715 

100 

.3665 

5145 

-1480 

Notes: A negative sign implies net outflow. 

- means nil. 
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Oraph A: Daily Top-End Qootationi of Call Money Ratee, Graph B: Spot Quotations for the US Dollar in the 

December 1996 to February 1997 Domestic Inter-Bank Market 




as short-term forward premia increased but 
the long-term premia decreased. In order to 
avoid Che last year’s volatility in exchange 
rate witnessed in February-March 1996, 
almost all the importers booked one-month 
forward for March 1997. With increased 
demand resulting in paying pressure, the 
one-month forward premia firmed up. On 
the contrary, the six-month forward premia 
fell from 7.4 per cent on February 1 to 6.7 
per cent on February 19 as the RBI sold six- 
mcmth forward dollar of about $ 700 million 
during the first fortnight. However, as RBI 
stopped selling dollar forward, the six-month 
forward premia started edging up to touch 
7.6 per cent on February 26 before easing 
to 7.3 per cent in the last 2 days of the month 
(Graph C). 

Ill 

Primary Markets 

Gilt-Edged Poper 

On February 20, the Reserve Bank auc¬ 
tioned the last tranche of the central govern¬ 
ment’s market borrowings for 1996-97. ’The 
yield rate for the ten-year paper was 


deliberately fixed on auction to let the market 
find its own level of interest rate as the fiscal 
year drew to a close. In last August, the ten- 
year paper of the central government was 
float^ at 13.8S per cent. Subsequently in 
January, the ten-year state loans were offered 
a coupon rate of I3.7S per cent, a drop of 
ten basis points. It was, therefore, expected 
that the central government loan would be 
easily auctioned at I3.60(6S per cent. 

Having received signifleant amount of 
oversubscription - bids worth Rs 2.915 crore 
for a notified amount of Rs I ,(XX) crore - the 
Reserve Bank reduced the coupon rate on this 
paper by 10 mote basis points and fixed it at 
13.65 percent. The reduction in the yield rate 
works out to only 35 basis points over the year 
which may neveitheless provide some relief 
to banks as the 14 per cent coupon rate fixed 
last year had result^ in massive depreciation 
of their investment portfolios. 

91-day Treasury Bills 

The Reserve Bank raised Rs 2,000 crore 
in four auctions of 91-day TBs during 
February. Out of this, Rs 338.97crore devol¬ 
ved on the RBI while the primary dealers 


took a devolvement of Rs 53.36 crore and 
non-competitivebidders were allotted 749.45 
crore. An amount of only Rs 858.22 crore 
or 42.9 per cent was thus subscribed for by 
the market. 

IThe market response to 91-day TBs was 
mixed. While the first auction sailed 
smoothly, the later auctions faced difficul¬ 
ties as the banks, having locked in their 
funds in tap bills and RBI repos, came to 
participate in these auctions with smaller 
amounts. Another interesting development 
was that the auction on February 21 .saw an 
amount of Rs 4(X) crore coming from just 
one non-competitive bidder and the bid was 
allotted. The latest auction also had only one 
non-competitive bidder with a bid of Rs 4(X) 
crore but with better response from the 
market, the bid was only partially allotted. 
'The yield on this paper was increased in the 
second auction from 7.75 per cent to 7.96 
per cent and then kept constant throughout 
the month (Table 4). As compared with the 
corresponding period last year, cut-off yields 
on 91-day TBs have fallen by 5 percentage 
points as a result of a significant improve¬ 
ment in short-term liquidity. 


Table .7: Call Money Rates 


(Per cent per unnum) 


Rems _February 1 997 _^_JMiwafy,19a7_ 

28(RF) 21 I4(RF) 7 3I(RF) 24 I7(RF) 10 .3(RF) 


Weekly range 

0.10-6.75 

3.50-8.50 

0.10-10.90 

3.00-6.50 

0.10-4.25 

3.50-4.25 

00.50-5.50 

3.00-7.00 

00.10-11.30 

(0.2S-S8t)0) (20.0(MO.0O) (11.00-2100) (I3.2S-1S.50) 

(0.2S-I2.2S)(I100-I4.00) 

(0.25-14.50) 

(11.OO-iS.OO) 

(0.25-35.00) 

W*dcend(Fiiday) 

0.10-0.25 

5.00-6.50 

0.10-0.25 

3.00-4.25 

0 10-0.25 

3.75-4.25 

0.05-0.25 

3.50-4.50 

0.10-0.50 

Weekly weighted average * na 
DPHI fending rale.s(range) na 

5.80 

4„36 

4.74 

2.02 

3.87 

3.22 

4.97 

10.52 

4.00-9.00 

0.20-10.50 

275-6.50 

0.15-4.25 

2.75-5.75 

0.10-5.35 

3.75-8.00 

0.50-11.50 


* Weighted average of borrowing rales-reported to the RBI by selected banks and DFHi. weights being proportional to amounts borrowed. 
Figures in the parentheses represent weekly range during similar period last year. 
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Per cent per annum 


GRAm C: Annuaused Dao-v I-Montn. 3-^klNTH. and 
Forward Premia in Percbntaoe hr the US Dollar 
av THE Domestic Inter-Bank Market 


Gram D: Yield Curves for 364-DAy Treasury Bills and Dated 
SECinuTiES - Weiohtbd Averaob for FErruarv 1997 

ler 



Dated Securities 



Period to Maturity in Ascending Order 


364-Day TBs 

The response to two auctions of this paper 
was moderate and remained in line with 
response in earlier months. The Reserve Bank 
raised Rs S4S.9S crore through this paper 
(Table S). Interestingly, a large number of 
bids were received but the total amount 
received was not very signiftcant. The cut¬ 
off yield rate was kept unchanged at 10.10 
per cent during the past three issues; in the 


preceding fourissues the rate had ruled 10.33 
per cent. 

Bonds and Other Debt Instruments 

The private debt market continued to 
remain highly buoyant and hectic. During 
the month, approximately Rs 6,(XX) crore 
had been mobilised by FIs and PSUs 
includinggreenshoeoptionof about Rs 2,350 
crore. The month also experienced many 
innovations in the form of introduction of 


money market debt fund, priority-sector- 
related bonds, infrastructure bonds, re- 
visitation of book-building method, and 
floating rate blinds. 

A large number of public sector 
undertakings and financial institutions, which 
were in the market in February, essentially 
preferred the private placement route. All tlw 
issues were received well by the market due 
to a peculiar situation of abundant liquidity 
and poor credit expansion. Notable among 


Table 4: Auctions of 91-Day Treasury Bills 

(Anumni m rupees enrre) 


Date of 

Auction 

(1) 

Notified 

Amount 

(Rupees) 

(2) 

Bids Tendered 

Bids Accepted 

Subscription Cut-off 
Devolved Price in 
on RBI (Rupees) 
(Amount) 

(7)* (8) 

Cut-off 

Amount Outstanding (Rupees)€I 

No 

(.1) 

Face Value 
(Amount) 

(4) 

No 

(5) 

Face Value 
(Amount) 
(6) 

Rate 

(I^r Cent) 
(9) 

Total 

(10) 

With RBI 

(11) 

Outside 

RBI 

(12) 

1996 












Feb 2 

.300.00 

13 

161.80 

10 

• 154.80 

294.67 

96.86 

12.97 

6500,00 

3626.49 

2873.51 



(2) 

(50.53) 

(2) 

(50.53) 







Feb 9 

500.00 

10 

53.26 

6 

36.26 

385.87 

96.86 

12.97 

6500.00 

3588.97 

2911.03 



(3) 

(77.87) 

(3) 

(77.87) 







Feb 16 

.500.00 

9 

97.98 

7 

87.98 

361.18 

96.86 

12.97 

6500.00 

3692.27 

2807.73 



(2) 

(50.84) 

(2) 

(50.84) 







Feb 23 

500.00 

6 

37.10 

4 

30.10 

369.90 

96.86 

12.97 

6500.00 

3883.09 

2616.91 



(1) 

(100) 

(1) 

(100) 







1997 












Feb 7 

500.00 

33 

807.96 

21 

500.00 

0.00 

98.10 

7.75 

6500.00 

1930.00 

4570.00 

- 







[98.I5J 

17.54] 




Feb 14 

500.00 

22 

186.86 

11 

121.25 

327.24 

98.05 

7.96 

6500.00 

1867.22 

4632.78 







(51.51)* 






Feb 21 

500.00 

15 

152.42 

5 

86.42 

11.73 

98.05 

7.96 

6500.00 

1805.66 

4694.34 



(1) 

(400) 

(1) 

(400) 

(1.85)* 

198.05] 

17.96] 




Feb 28 

500.00 

13 

245.10 

6 

150.55 

- 

98.05 

7.96 

6500.00 

1473.52 

5026.48 



(1) 

(400) 

(1) 

(349.45) 


[98.05] 

17.96] 





Rguies in parentheses in cols 3 to 6 lepicsent numbers and amounts of non-competitive bids which ore not included in the total. 

Figures in the square brockets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in Col 7 relate to devolvemeni on primary dealers, exclusive of RBI. 9 Outstanding amounts are estimated for last few weeks of 
Febtuary 1997. 
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the issues were those of NPC, HUDCO md 
Power Grid Corporation which offered 
infiastrocture-ielated tax concessions to the 
investois. Issues ofMTNL, Indian Renewable 
Energy and Development Agency and state- 
guaranteed HPSFC and MPEB were 
reportedly doing well, with banks, NBPCs 
and housing finance companies showing 
considerable interest. BPCL came to the 
market towards the end of February with a 
book-building portion and was mxiving 
good response. The yield range of all these 
issues had dropped at least by one percentage 
point and were quoting at around 15.5 per 
cent. Almost all financial institutions were 
also in the market during the month and were 
doing well. 

Financial Institutions (FIs) 

After collecting Rs 1,400 crore through 
public issues of Plexibonds-2 in January, 
IDBI once again entered the market to 
mobilise Rs 1,000 croie through pnvate 
placement of 5-year floating rate bonds at 
14.75 per cent and r^lar bonds at 15 per 
cent with an upfront incentive of 1.5 to 1.75 
per cent depending upon the size of the 
subscription. The market also saw entry of 
ICICI, NABARD and IRFC ICICI intended 
to borrow Rs 750 crore with a greenshoe 
option of another Rs 750 crore, NABARD 
offered tax free bonds of Rs 1,500 crore. 
Similarly, IRFC offered tax free bonds of 
Rs 200 crore. Both the tax-free bond issues 
were successful, 

PSUs 

The market was dominated by a spate of 
tax-free bonds by NPC at an effective yield 
of 12 72 per cent, Indian Renewable Energy 
and Development Agency for Rs.59 crore at 
12.48 per cent, HUDCO for Rs 250 crore 
at 11.8 per cent and PFC at 12.48 per cent. 
Among the taxable bonds, the issues by GI 1C 
for Rs.30 crore, IFCI for Rs 50 crore and 
SAIL for Rs.200 crore were completed 
successfully. The issue by NHB for Rs.200 
crore with a higher greenshoe option of 
Rs.SOO crore was also successful as these 
bonds wereeitgible for pnonty sector advance 
status for banks. The month also witnessed 
success of two SLR bonds by MTNL for 
Rs.1,000crore at 15 per cent and by HPSFC 
for Rs.7S crore at a coupon of 17 per cent 
with an upfront incentive of 2.5 percent. The 
book-building method introduced in the 
market for BPCL issue of Rs.200 crore for 
3-year bonds at 16.1 per cent was not highly 
appreciated. The distinctive feature among 
the PSU bond issues was the high success 
of infrastructure bonds by NPC at around 
17 to 19 per cent. As these infrastructure 
bonds provide benefits of Sections S^A 
and S4EB under the Income Tax Act, the 
debt market is expecting inundation of such 
bonds in the near future. Already, the market 
has received the intimation of such 
infrastructure-relaied bond issues by IDBI, 


NHAI, PFC. NHB, Hydro Power and 
Ahmedabad Bectricity Crenpoiy. 

Private Sector 

Spumed by banks.alarge number of private 
corporates have taken recourse to the (tebt 
ma^et. Almost 90 per cent of debt issues 
wee of shorte maturity of 18 months and 
mostly dominated by dwp discount bonds. 
The increase in supply of private debentures 
kept the effective yield still perched at higher 
levels of 20.5 pe ceit to 22.5 per cent. 

CPs, CDs, and ICDs 

Commercial paper (CP) market received 
a boost with easy call money conditions. 


WiOi abundant liquidity Iwt reiuettnee to 
render convention^ loans, cash credit and 
banks were willing to land through this 
instrument. Garden Silk Mills, Ahmedabad 
Electricity, SAIL. Bombay Dyeing, Ashok 
Leyland and Reliance were among the few 
prominent corporates which raised small 
amounts through this paper. A distinct 
downward trend was observed in interest 
rates on CPs. from about 14 per cent in the 
beginning ofthe month to around I2percent 
towards theend of the month. Mainly foreign 
banks were investors in this paper. 

The primary CD market has turned 
bipolarised wherein the demand for CDs by 
nationalised banks became virtually negli- 


Tabi.e5 Auctions of 364-Dav Treasury Bius 

(Aimtunl in rupees crore) 


Dale of 
Auction 

Bids Tendered Bids Accepted 

Cut-off 

Price 

[Rupees) 

Cut-off 

Yield 

Rate 

(Per Cent) 

No 

Face Value No 

(Amount) 

Face Value 1 
(Amount) 

1996 







Feb 14 

12 

.94 50 7 


47 00 

88 40 

13 12 

Feb28 

3 

900 2 


7.00 

88 40 

13 12 

1997 






. 

Feb 12 

39 

51248 8 


11095 

90 83 

1010 






(90 84) 

(10 08) 

Feb 26 

23 

57000 14 


435 00 

90 83 

10 10 






(90 85) 

(10 07) 

Figures in brackets represent weighted average pnee and the respective yield 



Table 6 Repo Transactions in Government Paper 




(Other than with the RBI) -l^bruary 1997 



Repo Period 


Amount Involved 


Range of 

Weighted 

in Number 


(Rupees, crore) 


Interest 

Average 

of Days 




(Per Cent 

Interest Rate 





Per Annum) 

(Per Cent Per Annum) 

A Dated Secunties 







3 

1176 40 


400700 


5 16 


4 

473 60 


5 00-6 50 


5 79 


8 

500 


4 50 


4 50 


10 

500 


500 


500 


14 

20 50 


4 50 


4 50 

All Issues 


1680 50* 


4 00-7 00 


5 31 

B t64-Day TBs 






(All Issues) 

135 00 


4 00-6 50 


5 54 

C 91-Day TBs 






(All Issues) 

160 00 


4 50-5 50 


4 92 



Table 7 Auctions of Repos by RBI 







(Amount in Rupees crore) 


Number 

Bids Tendered 

Bids Accepted 

Cut-off 

Weighted 

Date of 

of Days 

. M .. „ 



Repo 

Average 

Auction 

Repo 

No Face Value 

No 

Face Value Rate 

of Repo Rate 



(Amount) 


(Amount) 

(Per cent) (Per cent) 

(1) 

(2) 

(3) (4) 

(5) 

(6) 

(7) 

(8) 

1997 







Feb 1 

4 

59 4890.00 

44 

3665.00 

4.90 

478 

Feb 6 

4 

48 294000 

14 

1480 00 

500 

4.92 

Feb 8 

3 

44 3510 00 

37 

3335 00 

5.00 

4.92 

Feb 13 

3 

17 1750.00 

9 

1.380.00 

500 

4 97 

Fbb IS 

3 

6 600.00 

4 

.50000 

5.00 

4.97 

Feb 19 

4 

17 1660.00 

14 

1640.00 

5.00 

4.95 

Feb 22 

3 

9 1460.00 

8 

1440.00 

5.00 

4.99 

Fab26 

4 

.36 4204.00 

.35 

4194 00 

5.00 

4.92 

Total 


236 21014.00 

165 

17634 00 

498* 

4.90* 


weighted by cols 6 and 4 lespecuvely. 
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AmNMX Tahjk SecoNPARV MAkKcrOmAiiONi in Govbrnmint Pakr. RBI's SOL Data 

(Ami)uni in rupees crort) 


Desct^iiom 



Amt YTM CY Amt YTM CY Amt YTM CY Amt YTM CY 



1 Tmasuiy Bills 


A9l-0ayBilis 295.44 

B364-OiiyBiUs* 2214S 

2 COI DaiM Securities 

A Converted (Per Cent: Year) 

i) i3i0.1998 215.36 

6.66 

8.90 

10.61 

13.11 

367.75 

12455 

51.50 

6.97 

9.54 

10.70 

13.11 

168.60 

82.75 

30.02 

6.14 

8.81 

10.61 

13.10 

381.72 

569.10 

160.04 

7.38 

950 

10.68 

13.10 

121351 

99755 

456.92 

6.91 

952 

10.64 

13.10 

ii) 12.00,1999 

115.00 

12.06 

12.02 

51.00 

12.14 

12.04 

54.00 

12.11 

12.03 

55.oor 

12.13 

12.03 

275.00 

12.10 

1203 

iH) 11.75,2001 

47.50 

13J9 

12.42 

• 

. 

. 

2250 

13.01 

12.27 

27.00 

12.96 

12.25 

97.00 

13.18 

12.34 

hr) 12.50.2004 

17.13 

13.28 

12.96 

36.17 

1352 

12.98 

22.11 

13.33 

12.99 

53.73 

13.37 

13.02 

129.13 

13.34 

13.00 

Sub-tMd* 

394.98 

11.48 

12.70 

138.67 

11.91 

12.68 

12853 

12.13 

12.49 

295.77 

11.64 

12.81 

958.05 

11.68 

12 70 

B Regular (Per Cent: Year) 
i) 6.25,1997 


. 

. 

. 

. 





. 






ii) 13.25, 1997 

15.25 

9.40 

13.08 

. 

. 


• 

- 


• 

- 

- 

15.25 

940 

13.08 

in) 13.50, 1997 

. 

. 

. 

172.00 

7.82 

13.12 

62.86 

7.89 

13.11 

208.00 

7.83 

13.09 

442.86 

7.84 

13.10 

iv) 6.00,1998 

0.26 

6.08 

6.01 

. 

• 

• 

• 

• 


- 

• 

• 

0.26 

608 

6.01 

V) 13.50, 1998 


• 


3650 

10.63 

13.11 

15.00 

1059 

13.09 

15.00 

1052 

13.08 

6650 

10.60 

13.10 

Vi) 13.62, 1998 

20.00 

11.56 

13.27 

15.00 

1153 

13.26 

25.00 

11.39 

13.23 

275.00 

1152 

13.25 

335.00 

1152 

13.25 

vii) 1365.1998 

39.00 

11.77 

13.32 

47.03 

11.81 

13.32 

• 

• 


25.00 

10.76 

13.13 

111.03 

1156 

1358 

viii) 13.40,1999 

172.63 

12.63 

13.17 

1.38.10 

12.70 

13.19 

122.81 

12.71 

13.19 

220.14 

12.76 

13.21 

653.67 

1271 

13.19 

ia) 13.65, 1999 

58.00 

12.26 

13.34 

27.00 

12.33 

13.35 

30.00 

1257 

1353 

75.00 

12.27 

13.38 

190.00 

12.27 

13.36 

X) 13.70, 1999 

69.72 

12.27 

1354 

60.00 

12.29 

1354 

35.08 

12.28 

13.33 

60.00 

12.35 

13.35 

224.81 

12.30 

13.34 

xi) 5.50, 2000 

0.46 

5.50 

550 

- 

- 

. 

. 

. 

• 

. 

. 

. 

0.46 

550 

550 

XU) 6.50,2000 

0.06 

650 

650 

0.01 

650 

6..50 

• 

. 

. 


- 

- 

0.07 

6.50 

650 

xiii) 10.75. 2000 



. 

. 

- 

. 

1.00 

13.05 

11.45 

- 

. 

- 

1.00 

13.05 

11.45 

xiv) 11.64,2000 

25.55 

13.22 

12.16 

0.10 

12.98 

12.08 

0.90 

13.15 

12.14 

1.25 

13.18 

12.15 

27.80 

13.21 

12.16 

XV) 13.85.2000 

25.00 

12.97 

1351 

25.88 

13.01 

1352 

3652 

13.04 

13.53 

107.10 

13.05 

13.53 

19450 

13.03 

13.53 

xvi) 5.7.5. 2001 

0.42 

5.75 

5.75 

. 

. 

. 


. 

. 

- 

- 


0.42 

5.75 

5.75 

xvii) 13.31. 2001 

- 

. 

. 

. 

. 

• 

- 

- 

- 

5.00 

13.11 

13.22 

5.00 

13.11 

1352 

xviii) 13.55.2001 

25.00 

13.06 

13.32 

40.30 

13.11 

1.1.34 

150 

13.14 

13.37 

18.10 

13.16 

1357 

84.90 

13.11 

13.34 

XIX) 13.85. 2001 

.35.00 

12.76 

13.40 

10.00 

12.87 

13.45 

15.00 

12.89 

13.45 

50.00 

12.92 

13.47 

110.00 

12.86 

13.44 

XX) 5.75. 2001 

0.16 

5.75 

5.75 

- 

- 

. 




- 

. 

- 

0.16 

5.75 

5.75 

XXI) 11.00.2002 

0.75 

13.16 

11.96 

. 

. 





1.76 

13.42 

11.29 

251 

13.34 

11.49 

xxii) 11..5.5.2002(1) 

1.73 

13.19 

12.35 

- 

- 

. 




255 

13.20’ 

12.36 

3.98 

13.20 

1256 

xxiii) 13.82. 2002 

40.00 

13.04 

13.42 

55.00 

13.09 

13.44 

3600 

13.10 

13.45 

109.75 

13.10 

1345 

240.75 

13.09 

1364 

xxiv) 5.75, 2003 

0.16 

5.75 

5.75 

. 

. 





. 


- 

0.16 

5.75 

5.75 

XXV) 9.50,2004 

. 


. 

- 

- 

- 




5.00 

13.70 

11.74 

5.00 

13.70 

11.74 

xxvi) 11.30.2004 

1.00 

11.29 

11.30 


. 

. 




- 

- 

. 

1.00 

11.29 

11.30 

xxvii) 6.50, 2005 

. 

. 

- 

- 


. 




- 


- 

- 

- 

- 

xxviii) 14.00, 2005 

1.58 

13.96 

13.98 

33.65 

13.42 

13.62 

11.39 

13.44 

13.63 

69.63 

13.45 

13.64 

116.25 

13.45 

13.64 

xxix) 6.75, 2006 


. 

. 

0.02 

6.75 

6.75 




. 

. 

- 

0.02 

6.75 

6.75 

xxx) 11.50, 2006 

0.35 

13.35 

12.74 

. 

. 

. 




10.00 

13 65 

12.94 

10.35 

13.64 

12.94 

xxxi) 13.85.2006 

0.80 

1358 

13.66 

5.00 

13.85 

13.85 

4.00 

13.32 

13.47 

1.50 

13.39 

13.53 

11.30 

13.58 

13.66 

xxxii) 13.85,2005(INST) 

8.00 

13.49 

13.60 

25.00 

1357 

13.66 




10.63 

13.54 

13.63 

43 63 

13.55 

13 64 

xxxiii) 14.00, 2006 

20.00 

13.33 

13.54 

6.00 

13..35 

13.55 

22.00 

11.37 

13.56 

5.00 

13.41 

13 59 

53.00 

13.36 

1355 

xxxiv) 6.75, 2007 




0.00 

6.75 

6.75 




- 



0.00 

6.75 

6.75 

xxxv) II..50. 2007 



. 

050 

13.67 

11.07 




- 



0.10 

13.67 

1307 

xxxvi) 13.65.2007 

.5.54.35 

13.61 

13.62 

. 

. 

• 




- 



5.54..15 

13.61 

13.62 

xxxvii) 7.00, 2009 



. 

0.08 

7.00 

7.00 




. 



0.08 

7.00 

7.00 

xxx viii) 7.50,2010 



. 

0.01 

750 

7.50 







0.01 

7.50 

750 

xxxix) 8.00,2011 



• 

0.01 

8.00 

8.00 

- 



. 



0.01 

8.00 

8.00 

xxxx) 9.00,2013 



. 

0.04 

9.00 

9.00 




- 



0.04 

900 

9.00 

xxxxi) 10.00.2014 



. 

0.01 

10.00 

10.00 

• 



- 



0.01 

10.00 

10.00 

xxxxii) 11.50, 2015 



. 

0.01 

1150 

• 11.50 



. 

. 



0.01 

1I.S0 

1150 

Sub-total* 

1115.22 

13.04 

13.42 

697.05 

11.40 

13.29 

419.07 

11.90 

13.29 

1275.11 

11 70 

13 29 3506.46 

12.09 

17.33 


C Zero coupon (Per Ont: Year) 


(i)0.00.1999 

11.18 

12.45 

8.65 

87.39 

12.47 

8.67 

10.00 

12.42 

8.68 

30.00 

12.24 

8.67 13857 

12.42 

8.67 

(ii) 0.00,2000 

11.20 

13.26 

1052 

5.00 

13.17 

9.97 

5.00 

13.10 

9.99 

- 

- 

- 21.20 

13.20 

10.16 

(iii)0.00. 2000(111) 

25556 

13.24 

10.84 

148.00 

1354 

10.90 

33.00 

13.27 

10.90 

125.00 

13 12 

10.66 561.26 

1354 

1052 

(iv) 0.00,2000(111-11) 

35.00 

13.25 

12.45 

. 

. 

. 

22.00 

13.25 

1253 

45.00 

13.22 

1256 102.00 

1354 

1251 

Sub-total3l2.64 

13.22 

10.9224059 

13.02 

10.07 

70.00 

13.13 

11.03 

200.00 

13.01 

1079 8Z1.03 13.10 

10.65 


(A-i-B+Q 

1822.84 

12.73 

12.83 1076.11 

1153 

12.49 617.70 

12.08 

12.87 1770.88 

11.84 

12.92 528754 

12.17 

12.80 

D RBI’s Open Market 















Operations (Per Gent: 

899.18 

13.04 

13.41 

215.15 

1252 

13.44 

. 

- 

- 

207.25 

1358 

13.60 132158 

13.06 

13.44 

(A+B4C+D) 

2722.02 

12.83 

13.02 1291.26 

11.99 

1265 617.70 

12.08 

12.87 

1978.13 

12.00 

13.00 6609.11 

1255 

12.93 

3RBPO 















(i) 91-Day TBiU 

50.00 

- 

. 

100.00 

. 

. 

10.00 

- 

- 

- 

- 

- 160.00 



(ii) 364-Day T Bin 

85.00 

. 

- 

. 

. 


50.00 

- 

- 

- 

- 

• 135.00 



(iii) (jovt Securities 

699.40 

. 

• 

225.00 

. 

. 

725.60 

- 

• 

30.50 

- 

- 168050 



Sub-mial834.40 



325jOO 


785.60 



30.30 



197550 



4 Stale Govt Securities 

950 

13.12 

13.00 

2.34 

1352 

13.37 

1755 

1356 

13.47 

40.02 

1354 

1358 69.01 

13.48 

13.47 

Grand total 

4082.61 



2110.60 


1672.00 



2999.48 


10864.68 

- 

- 


(•) means no trading YTM > Yield to maturity in percentage per annum CY s Current yield in per cent per annum * Yield rates of these suh- 
groupc of t-bills and dated securitiee have been used for the graphs. 

Nous.. (I) Yielib are weighted yields, weighted by the amounts of each transaction. (2) Current yield has not been worked out for treasury bills. 
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gible ac these banks were flu^ with huge 
liquidity, while tt the same time the demand 
remained high ftom private and foreign 
banks and financial institutions who offered 
higher interest rates. While the nationalised 
banks offered rates of 9.75 per cent to 
11.9 per cent, the private banks offered 13.0- 
13.5 per cent and IDBI offered 13.0 per cent 
for l-year Q> apid 14 per cent for 3-year 
CDs. 

The ICD Market which remained dormant 
till recently, became somewhat ’active. 
However, as the syndrome of defaults and 
downgrading of ratings continued, lenders 
becamecautious to lend only to creditworthy 
borrowers evoi at lower rates rather than 
falling into the trap of high interest rates and 
large defaults. As a result, the ICD rates 
charged to top-grade (AAA) companies fell 
from 17.5 per cart at the beginning of the 
month to a range of 16-17 per cent in the 
second half of February. 

Fixed Deposits 

The FD rates of some companies fell 
recently. While HDIC reduced one-year 
deposits rate from 13.0 per cent to 12.5 per 
cent, Birla Global Finance reduced similar 
dqiosit rate from 17.0 per cent to 16.0 per 
cent. However, the maximum band of I -year 
deposits for 'AA’ rated companies remained 
higher at 17.8 per cent and for‘AAA’rated 
companies at 19.0 per cent. 

MMMF 

The month also witnessed first private 
sector money market mutual fund by (TI 


Pioneer AMC which started in operations 
lilOm Febniaiy 28. 

Money Market Debt Fund 

During February, an innovative debt 
tnstrument,cailedopen-ended money market 
debt fund was intn^uced by Citi Bank and 
Alliance Capital. The units of the funds are 
liquid as the repurchase at NAV basis exists 
at any time. The deposit in these fiinds can 
be operated like a bank deposit, which also 
offers credit card facility and chequingfiKility 
on such deposits. 

IV 

Secondary Markets 
Gilt-Edged Paper 

The upsurge in secondary market 
transactions for dated paper, which began 
in January persisted throughout February 
with daily volumes avoaging over Rs 450 
crore in both the months. NSE trading in 
debt instruments also shows these intensi¬ 
fied transactions. During the first fortnight 
of the month, uncertainty prevailing in the 
call market resulted in some drop in the 
trading volumes. As a result, prices rose and 
yields dropped. The volumes, however, 
picked up in the second fortnight as call 
rates eas^ and returned to 4.(VS.0 per cent 
levels. 

The secondary market transactions cove¬ 
red papers across all the maturity span, 
though theYTMsformedium-termandlong¬ 
term papers remained generally the same 
(Appendix Table). Very short-term paper 


Table I: Operations of National Stock Exchange (NSE) during February 1997 - Actual 

Traded Amcx/nt 


(Rupees crore) 


Descriptors Week Ending February _ Total Dunng 



28 

21 

14 

7 

Feb 97 

Jan 97 

Dec 96 

1 Treasury Bills 

134.00 

328.50 

114.00 

301.00 

877 50 

2580.30 

1062.37 

i) 91-day Bills 

119.00 

122.30 

45.00 

134.00 

420.30 

.572.50 

517 79 

ii) 364-day Bills 

15.00 

206.20 

69.00 

167.00 

457.20 

2007.80 

544.58 

iii) Repo 

- 

- 

- 

- 

- 

- 

- 

2 Ctated Securities 

1092.11 

927.14 

424.26 

855.92 

3299.43 

4558.75 

2164.25 

A GOI Securities 

1086.81 

926.11 

418 65 

833 98 

3265.55 

4470.20 

2145.11 

i) Convened 

280.02 

160.95 

97.00 

209.00 

746.97 

1025 21 

440.02 

ii) Regular 

.507.53 

.565.97 

261.65 

534 98 

1870 13 

2635 67 

1482.89 

iii) Zero Coupon 

299.26 

199.19 

60.00 

90.00 

648.45 

802 00 

220.00 

iv) Floating Rare Bonds 

- 

- 

- 

- 

- 

- 

- 

v)OCB 

• 

- 

- 

. 

. 

2.32 

2.20 

vi) Repo 

- 

- 

- 

- 

- 

- 

- 

B Stale Govts. Stocks 

5..30 

1.03 

.5.61 

21.94 

33.88 

88.55 

19.14 

3 PSU Bonds 

47 08 

73.57 

44.75 

54.99 

220.39 

221..30 

91.01 

i) Tox free 

22.58 

34.00 

15..30 

12.34 

84 22 

66.05 

38.01 

ii) Taxable 

24.50 

39.57 

29.45 

42 (.5 

136 17 

155.25 

53.00 

4 Commercial Papers 

5.00 

10.00 

- 

- 

15.00 

12.00 

18.00 

S Certificates of Deposits 

10.00 

- 

15.00 

- 

25.00 

74.20 

26.25 

6 DebenUiies 

10.70 

1.65 

19.03 

34.00 

65.38 

62.45 

23.46 

7 Floating Rate Bonds 

- 

- 

5.00 

1.55 

6.55 

. 

- 

8 II>fIB4.BB+PD-fCN4ZU 

32.48 

5.52 

54.00 

59.35 

151.35 

160.98 

102.60 

Grand total (volume) 

1331.37 1346.38 

676.04 

1.306.81 

4660.60 

7669.98 

3487.94 


• No trading. ID Non-SLR Institutional Bonds. IB SLR Institutional Bonds >008 Goveroinent 
Compensanon Bonds, BB Bonk Bonds. PD Promissory Note. ZU Units of UTi. 

CN tympany Notes. 


such as, 13.50 per cent 1997 (transaction» 

^ of Rs aturtiy, such as 13.40 per cent 1999 
< 0B4.6S4 crore), 13.85 per cent 2000 (Rs 194 
ciT>ih),'T3.82 per cent 2002 (Rs 240 crore), 

, 14 per cent 2005 (Rs 116 crore), and 2006 
(Rs 53 crore) commanded substantial inter¬ 
est. Zero Coupon Bonds 200 (11 and HI 
Series) also saw significant trading interest 
(Rs561 crore). Repotransactionsoutsittethe 
RBI were equally sizeable (Rs 1,975 crore 
against Rs 1,304 crore in January) and 
generally for 3 days at a weighted yield of 
5.16 per cent (Table 6). . 

Yield Curve 

As observed in the previous month, the 
yield curve showed some relative flatness 
probably reflecting selling pressure on 
short-term and medium-tom securities in 
periods of uncertainties on the economic 
horizon regarding real economic activity, 
particularly industrial investment and 
output (Graph D). 

Repo Auctions and Open Market 
Operations 

Simultaneous repo auctions and open 
market operations by the Reserve Bank 
kept call rates largely in alignment with 
other rates in the money market. They 
absorbed temporary liquidity to the extent 
of Rs 17,634 crore through eight reno 
auctions; bids offered in fact were worth 
Rs 21,014 crore (Tabic 7). Repos were for 
three/four days and the repo rate remained 
5 per cent after it was increased from 4.90 
per cent in the first auctionof February. This 
compares with a weighted average repo rate 
of 5.31 per cent in repo transactions outside 
the RBI. 

On the open market operations front, the 
Reserve Bank mopped up liquidity to the 
extent of Rs 1,322 crore, of which the bulk, 
overRs l.lOOcrore. weremoppedupinthe 
latter half of February. The Reserve Bank 
sold 14 per cent 2006,13.65 per cent 1999 
and even 11.50 per cent 2015 paper through 
OMO' (Appendix Table). It has done 
OMOs worth over Rs 5,790 crore since 
the activisation of this window in October 
1996. 

Bonds Market 

The secondary market in bonds 
continued to be very active as in January 
as many investors came to the market with 
buying interest. Trading in PSD bonds 
aggregated about Rs 220 in each of these 
months (Table 8). Lack of sellers who 
held on to their stock in anticipation for 
a further rise in prices, however, pushed 
up the costs and put downward pressure 
on the yields. Both taxable md tax-free 
bonds were in demand. The secondary 
market forother instruments also remained 
active as in January, all reflecting the 
situation of surplus liquidity. 
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COMMENTARY 


INDIAN LANGUAGES NEWSPAPERS: 9 

Oriya: ^Identifying... with Newspapers’ 

Robiii Jeffirey 

The growth of Oriya newspapers after the late 1980s has been 
spectacular. Does the willingness to pay for local information in the 
form of newspapers indicate the growth of a 'genuine public sphere’ 
of which more and more Oriya-speakers see themselves as part? 
[Spreading across India after the end of the ‘emergency’ in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies'per-thousand people ratio 
doubled - from IS daily newspapers per 1,000 people to 32 per 
1,000. Regular reading of something called “news” both indicates 
and causes change. Expansion of competing newspapers clearly 
signals the vitality and growth of capitalism: newspapers have owners 
and owners must have advertisers. The changes of the past 20 years 
are obvious yet largely unstudied. The essays in this series on the 
press in the major Indian languages are part of a larger project to 
map, analyse and try to understand the transformation of the Indian 
language newspaper industry.] 


WE learn a lot from what once was the least 
developed newspaper industry in a major 
Indian language. Oriya did not get hot-metal 
typecasting (from the Linotype company) 
until the mid-1970s, 40 years after it had 
been introduced for Bengali and by which 
time tfw technology was obsolete.' The Oriya 
press, the Press and Advertisers’ Year Book 
told readers in 1965, was “inhibited by 
illiteracy, lack of proper communications 
and industrial backwardness”.^ Circulation 
of Oriya dailies in 1961 was 60,000, the 
lowe.st ot 12 major languages, trailing 
Punjabi/Gurmukhi by 9,000.-^ With a 
population of more than 17 million, the ratio 
of three dailies per 1,(X)0 people was the 
lowest in India for a major language. 

There were obvious reasons why this was 
so. Orissa was the least urban of the major 
states. In 1961, only 6 per cent of the popu¬ 
lation lived in towns or cities, and the 
population of Cuttack, the largest town and 
the state’s printing centre, barely exceeded 
1,00,(XX). The whole state had only 11 cinema 
halls,^ though literacy at 22 per cent of the 
total population was somewhat higher than 
elsewhere.^ Two interrelated aspects of 
Orissa, however, seem crucial in under¬ 
standing the slow yet spectacular change in 
thepenetiationofnewspaperssincethe 1980s. 
First, the difficult hilly tetrain meant that the 
British left much of what constitutes today’s 
stateunder Indian princes ftom ISOOto 1947. 
The Orissan states were one of the largest 


clusters of petty rulers in India, but no state 
was large enough to become a centre for 
printing presses or literary activity. The terrain 
no doubt also contributed to the fact that 
Onssa has one of the highest densities of 
scheduled tribes in the country, its 22 per 
cent only just exceeded by Madhya Pradesh 
(23 per cent) and the small states of the north¬ 
east. When Orissa’s scheduled caste 
population (16 percent) is included, the two 
categories constitute 38 per cent of the 
population, the largest proportion of 
‘scheduled’ groups in the country.^ Such a 
large, socially oppressed segment has 
guaranteed high levels of poverty, and 
immediately makes an advertising or 
marketing manager regard Orissa as an 
unpromising target. 

Until the 1980s, Oriyan newspapers fell 
starkly into-a particular category; they were 
put out by people of influence to demonstrate 
and bolster that influence. “Unlike the other 


stat«”. wrote the journalist Awn Sinha, 
“Orissa has a Press managed by politicians, 
and not businessmen”.'^ Some newspapers, 
it seems clear, were tun at a loss because 
their proprietors valued the prestige and 
leverage within the tiny elite that dominated 
Orissan politics from the 1930s. Circulation, 
technology, advertising and profit were not 
the key considerations of owners; status, 
influence and ‘education’ were. 

But in the 1980s. this began to change. 
Between 1981 and 1991, daily circulations 
quadrupled and the proportion of Oriya 
newspaper readers went from roughly 7 per 
1,000 to 22 per 1,000. By 1992, Oriyan 
circulations had gone from being the lowest 
of 12 major languages to being eighth, ahead 
of Tclugu, Kannada, and Punjabi.^ 

The ownership of the major dailies in 
Oriya did not change. No outside chains 
began publication in Orissa. The state, even 
in the 1990s, is not seen as a pulsating market 
for consumer goods and advertisers. But 
notable growth in literacy and a trebling in 
the length of sealed roads,’ coupled with 
cheaper production technology, began a 
familiar cycle of competitive newspaper 
growth. One publication acquires offset 
presses and computer typesetting, which 
enables it to {irint more copies of a more 
attractive-looking newspaper faster than its 
rivals. Circulation rises. Major advertisers 
begin to be attracted to the significantly 
larger circulation, and if the paper is already 
making a small profit on its selling price 
(which is possible though by no mefUis 
certain), revenue increases along with readers. 
And with readers, influence and prestige for 
the proprietor also grow. 

In Oriya, this process began about 1982. 
Until then, there wereonly twonotabledailies. 
The largest, and the only member of the 
Audit Bureau of Circulations (ABC), was 
Saimj (circulation 1982 79,000). founded in 
1919 by the .Servants of the People Society, 
as a public trust. Even in the 199()s it was 
still under the symbolic direction of a 
legendary figure of the national movement. 
Radhanath Rath (b 1897), a minister in a 
number of Orissa governments from the 
1940s to the I970s.'^ The main rival was 


Tabu I: Population in Orissa and Daiiv NtwspAPtRS in Oriya. 1961-91 



1961 

1971 

1981 

1991 

Population (millions) 

17.6 

22.0 

26.4 

31.7 

No literate (millions) 

.3.8 

5.7 

9.0 

12.9 

Literacy (per cent of total population) 

22 

26 

34 

41 

Urbanisation per cent 

6 

8 

12 

13 

Oriya daily circulations (dOO) 

60 

90 

178 

697 

Oriya dailies per *000 people in Orissa 

3 

4 

7 

22 


Naier. The literacy figures ore based on total population numbers used in ihe Press md Advertisers 
Year Book for rhe relevant yean. Onya daily circulations are those of the Registrar for 
Newspapen of India (RNI), which fluctuate considerably. 
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Mum Onya Dmuo, 197B-96 
ABCCifeulathw ’OOOi 



Bra s Brahmapur; Bhu s Bhubaneshwar 
Dharitri — - Prajatanlra -W* Samaj 

Sambad, Bra Sambad, Bhu 


Pniiatantra (ciicutation 1982 48,000), 
founded in 1947, alio as a tnitt comrolled 
by the redoubtable Hareknishna Mahtab 
(1899-1987), chief minister of Orissa from 
1946-SO and 1956-61. 

Between 1982 and 1984, Samaj’s 
ciiculmion grew from about 80,000 aday to 
1,15,000. peaking in the second half of I 
presumably on the strength of interest 
generated by the battle at the Golden Temple 
and Indira Gandhi’s assassination. 
Pnyatantra’sdrcuMoB also rose, reaching 
S7.000inthesecondhalfof 1984." Between 
1980 and 1992. circulation of all Oriyan 
dailies went from about 1,50,000 to more 
than 7.50,000. 

Personal rivalry characterised these 
growing newspapers. J B Patnalk (b 1927), 
Congress chief minister of Orissa from 
1980-89 and again in 1995, began his public 
life as a protege of Harekrushna Mahtab and 
an editor of Prajaumira.*^ When be became 
chief minislM in 1980, he also enjoyed the 
backing of SamaJ.*^ Within 18 months, 
however.SoMKp and thegovemment collided. 
Samaj expos^ bungling of anti-poverty 
programmes. The police then allegedly 
targeted Sonuf/Joumalists, and in one case, 
acoirespondent arrested on acriminal charge 
was allegedly marched through the streets 
of asmall town in shackles and made to drink 
his own urine while in detention. The 
distribution of the paper was disrupted: 
bundles of newspapers were ‘lost’ or 
destroyed.'* By 1986, J B Patnaik and the 
elderly Rath were bitter foes. Government- 
backed toughs were said to have attacked the 
editor in his car. and he in turn denounced 
the l^aik ministry as being “run by rapists, 
crooks and murderm’’.'^Sanui;attack^ the 
chief minister with stories about illegal land 
transactions and photographs of him “in an 
intimate pose with an unidentifled woman 
during the AICC-I’s Bombay jamboree’’.'* 

This personalised politick conflict was 
.reflected in the ownership of newspapers. 
Virtually every aspirant to political power 
in Orissa had felt the need to have a news¬ 
paper. and journalists considered this need 
for newspaper ownership to be symptomatic 
of essential features of the state’s political 
landscape.'^ Five of Orissa's 12 chief 
ministers since 1947, whose terms span more 
than 35 out of SOyears, have run or controlled 
newspapers (see Table 2). It is a record 
unrivalled elsewhere in India. Why should 
newspaper ownership by active politicians 
be both so desirable and possible in Orissa? 

Answers are bound up with the 
fragmentation of Orissa as a political entity, 
the tiny elite that has dominated its affairs 
and the technology of and controls over 
newspapers in India from the 1950s. Because 
Orissa was economically undeveloped and 
politically unfocused (it lackeda majorcity), 
there was little money toinvest in newspapers 


and almost no financial incentive to do so. 
No outside chains have started newspapers 
in Orissa, as Tike Indian Expnss or dm The 
Times of India groups have tried, to do in 
other regions, including relatively un¬ 
promising areas like Andhra Pradesh and 
Karnataka. It is significant that the two oldest 
Oriya newspapers were started as trusts - 
Samaj and Prajaiantra. 

Why then would anyone start a newspaper 
atallTSomajoriginatedas aclassic newspaper 
of the nationalist period: founded in 1920 
with support from LalaLajpat Rai’s Servanu 
of the F^le Society to foster the movement 
for independence. By 1947, ’samaj’ 
(‘society’) had become synonymous with 
‘newspaper’ forthousandsofOriyas. English 
language newspapers were refmed to as 


‘angrezi samaj’.'* Since there was no 
alternative to Samaj in 1947, aspiring 
politicians like Harekrushna Mahtab had to 
start their own newspapers to present 
themselves and their followings to the small 
public that influenced Orissa’s affairs. 

Most people would regard starting a daily 
newspaper as a major undertaking requiring 
vast investment and immense experience. 
How were Orissa’s politicians able to 
establish irewspapers with such apparent 
ease? The primitiveness of technology was 
an advantage. Print runs in the 1960s were 
10-12,000, except for Samaj which reached 
close to 30,000.^ Only Samaj produced 
anything larger than a six-page paper. A 
flatbed rotary press, becoming obsolete in 
most press rooms in India by the 1960s. 
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would do to ^nt the paper. There waa no 
mechanical composition of Oriyan type until 
the 1970s, so every newspaper had to be 
composed by hand. Only one edition was 
necessary, a^ it travelled in a leisurely way 
throughwt the state, arriving in some ^aces 
' Ovedaysoraweekafteritleftthepressroom 
in Cuttack. (Newspapers began to publish 
from the new capital, Bhubaneshwar, only 
from the 1970s.) Copy could be taken from 
a news service, from English language 
newspapers from Calcutta, from All-India 
Radio broadcasts and from handouts from 
the state government press office. Editorials 
could be the indulgence of the owner. Hie 
only scarce commodity, one might have 
guessed, would have been compositors - 
people skilled at assembling Oriyan type by 
hand. However, with cheap labour and gentle 
production schedules, if such a scarcity 
existed, it was a small inconvenience rather 
than a serious deterrent to those setting up 
a newspaper. 

Finally, government regulation of 
advertising and newsprint made it possible 
to run adaily at a small profit. Thegovemment 
of India ended free import of newsprint ip 
19SS, the same year that India’s first news¬ 
print factory - the notorious one at Nepa in 
Madhya Pradesh - went into production. 
Thereafter, imports were organised through 
the central government, and newspapers 
applied annually for a quota of newsprint 
based on their previous circulations and 
expected rtsesandfalls.^' Newspiintbecamc 
a scarce commodity, often traded on the 
blackmarket. .Sometimes a newspaper sold 
for more as wastepaper than it did as a 
newspaper on the day of publication. In the 
1960s. three Oriya dailies and two weeklies 
received new.sprint under the quota. Their 
allotment amounted to less than two per cent 
of the national newsprint quota. But the 
value of newsprint meant that even a few 
tonnes of surplus could be sold for a profit 
that would help to underwrite other aspects 
of the newspaper.^ 

Advertising offered similar opportunities. 
Advertising in Orissa in the 1960s and 1970s 
was scanty. The state government’s 
advertising budget in the early 1960s was 
Rs 50,000, a mode.st sum even in times 
when newspapers sold for 7-10 paise.^^ 
Nevertheless, state government advertising 
was a reliable and undemanding source of 
revenue, and newspapers founded by 
politicians were almost guaranteed of such 
advertising. “Those who do not offend the 
right persons sell much of their space’’, a 
jouro^ist wrote in 1982. “A ‘source’ for the 
politician-publishers is not one who whispos 
news-leaks but one who coughs up cash”.^ 
Even if one’s foes were in power, they had 
to calculate whether it was less trouble to 
feed a moderately hostile paper with 
government advertising rather than provoke 


it by editing off the flow. That flow could 
be cut off, as the Patnaik government did to 
Samty in the 1980s. But such action was a 
sign of the changes coming over the 
newspaper industry, even in Orissa. 

Offset presses arid computer composition 
arrived in Orissa in theeariy 1980s. Sambad 
was started in 1984, edited by a son-in-law 
of J B Patnaik, and no doubt intended to 
provide the chief minister with the reliable 
voice that he could no longer count on from 
either Samaj or his own journalistic starting 
point, Prajatantra. Though PrajaUmtra had 
acquired a secondhand Oriem offset press 
in 1980,^ Sambad appears to have been the 
first newspaper to use the new technology 
comprehensively.^^ Others were forced to 
follow, and the transition began, which has 
gone on throughout the printing world, from 
“raised letters in metal” to computer- 
generated “laser-printed stories in column 
form [pasted] into full pages easily made 
[photogra|rfiically] into printing plates”.^ In 
Orissa, the transition was still going on in 
1993. Though Samaj had gone fully to 
photocomposition on computers two years 
before, Prajatantra continued to use hand- 
composed metal type for inride pages because 
of reluctance to dismiss long-serving 
handcompositors.^ 

The changes that brought rapidly rising 
circulations involved news and advertising. 
In the 1960s, Oriya newspapers “almost 
ignored even significant happenings in rural 
areas”, and even by the early 1980s. interest 
in and penetration of the countryside was 
judged to be slight.^ Prior to abexjt 1980, 
reporting consisted “only [of] .some alle¬ 
gations, some statements”, but thereafter “we 
experimented”, said Bhartruhari Mahtab, 
editor of Prajatantra, who joined the 


newspaper after graduating flom college in 
1980. The goal was “on-the-spot reporting, 
to give a subjective angle. This was slowly 
developing dunng the early 1980s’’.“ In a 
celebrated example in 1986. a photograNwr 
and reporter walked 20 kms into Kalahandi 
disurict to get a picture of a small girl who 
had been sold as a chattel for Rs 20. The 
resulting newspaper campaign went on for 
six months, brou^t prime minister Rajiv 
Gandhi toOrissa and helped lift Prajatantra‘s 
circulation from 57,000 in 1984 to 77.000 
by the second half of 1986.-^' 

Local stories sell newspapers. “No national 
newspaper.” Bagdikian wrote of the US. 
“can tell the local citizen what he needs to 
know or wants to know”.^^ Does the growth 
in Oriya newspaper circulauons suggest that 
‘citizenship’ and ‘participation’ were taking 
hold as ideas in Orissa in the 1980s? Such 
speculation merits consideration. Editors 
themselves detected profound change: 
“government misdeeds”, the working editor 
of Samaj said, “are the capital on which vre 
grow”.-'*The weekly magazineSomq/started 
in the early 1990s quickly rose to 65.000 
copies on the strength of a spinted exchange 
of letters between two former chief ministers. 
At one point, the magazine was said to be 
in such demand that it sold for more than 
its cover pricc.-^ Prajatantra had similar 
experience: the weekly it started in 1993 was 
selling I JOOjOOO copies within a year, in spite 
of three price increases that brought its price 
toRs 3 in 1994. “Advertisements are flowing 
in. That initial investment... is now hanging 
us return.”-^* 

A community of readers, keen to read 
about themselves, developed in Orissa in the 
1980s. Overall, circulation of Onya dailies 
rose from 1,50,000 a day in 1980to 7,60.000 


Table 2; Obiva NewsrAKiis Connecied with PounnANS 


Date 

Newspaper 

Founder 

Political Office 

Slopped PubI 

1920 

Samaj (Cuttack) 

Dr Nilakanta Rath 
(Servants of the' 
People Society) 

Minister, Onssa 

governments, 

1940s-70s 

Continues 

1947 

Prajatantra (Cuttack) 

Har^rushna Mahtab 
(1B Patnaik and 
Nilomoni Routray 
once editors; Biju 
Patnaik once a 
director)" 

CM. 1946-.50. 
1956-61 

Continues 

19.51 

Maibnibhumi (Cuttack) 

Said to be business 
family 


1990s7 

1956 

Gonotantra (Cuttack) 

R N Singh Deo 
(Raja of Palna) 

CM. I%7-71 

c 1966 

I960 

Kalinga (Cunack) 

Biju Patnaik 

CM. 1961-63, 
1990-95 

cl972 

1966 

Jana Sakthi (Cunack) 

Biren Mitra 

CM, l%3-65 

c 1970 

1973 

Pragativadi 

(Bhubaneshwar) 

Pradyumna Bal 

Ex-MP 

(Continues 

1974 

Dharitri (Bhubaneshwar) 

Nondini Satpathy 
(edited by husband) 

CM. 1972-76 

Continues 

i9M 

Sambad (Bhubaneshwar) J B Patnaik 

(edited by son-in-law) 

CM. 1980-89. 1995 

Continues 


Sources: PAYBs for relevaal yean. 
Delhi: IB«iS, 1972). 


Indian and Eastern Newspaper Society Handbook, 1972 (New 
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WQWl^ Hie pool of potential readers 
incieMed by more than 40 per cent between 
1981 and 1991 - from nine miiiton liteistes 
in Onisa to nearly 13 million. Urbanisation 
was sUH low at 13 percent of the population, 
and transport, difficult It took 10 hours to 
getanewspaperfiromCuttack to the industrial 
town of Rauiiela tn the west of the state, 
though Raurkela was only four hours by rail 
from Calcutta The few newspapers that 
reached Kalahandi district one of the poorest 
in India, took nearly 24 hours ^ 

National advertisers began to enter this 
picture, encouraged by the newspapers 
themselves Samaj joined tlw ABC in the 
1950s, and until 1987 was the only member 
from Onssa But between 1987 and 1995, 
Pnyalantra (1987), Sambad (1994) and 
Dhantn (1995) brcame members, and 
audited circulations of Onya dailies reached 
4,2^000 m 1996^ 

In sum, three processes were at work in 
the circulation explosion. First, literacy and 
urbanisation had increased, and the pool of 
accessible readers had grown Second, 
technology made It possible to produce better¬ 
looking newspapers faster Third, as 
circulations began to nse, advertisers saw 
potential buyers* a person who could afford 
to buy a newspaper might also be able to buy 
a tube of toothpaste or a jar of Horlicks 
National Reade^ip Survey IV (NRS-IV), 
carried out in 1990, estimated that 27 per 
cent of the urban population of Onssa (1 I 
million people) now read an Onya daily 
In 1991, Horlicks, the food dnnk, launched 
specially designed campaigns m a number 
of Indian languages through the advertising 
agency Hindustan Thompson The Onya 
version used the same visuals as Assamese 
- a boy and two girls playing chess - but 
the copy was carefully tailored in Onya The 
campai^ underlined thegrowingimpcKtance 
of national advertisers in the previously 
undemanding Onya newspaper industry ^ 

The changes in the penetration of Onya 
newspapers from the late 1980s are the most 
rapid in India, and managers expect them to 
continue as mass literacy campaigns begin 
to produce even larger pools of potential 
readers Though there was little growth in 
the proportion of better-off people tn Onssa 
in Ais penod,** people willing to buy a 
newspaper increased “Now people are 
identifying themselves with newspapers", 
Bhartruhan Mahti^ asserted.*^ Land-based 
and satellite television intensified the 
competition for advertisements, but did not 
lessenreadeis'mterestinnewspapeis Indeed, 
television may increase such interest as people 
look for fuller information in their own 
language about incidenu of which they may 
havecaughtaglimpse and heard commentary 
malanguagenottheirown Though managers 
claim Onssa does not have the capital to 


make ngioaal printing ceittres powible, 
Simbad’s launch of an edition from 
Brahimpur in the more heavily populated 
south in 1995 marks the bt^miingof another 
stage in the development of the Onya 
newspaper industry. 

The spectacular growth of newspapers in 
one of India’s most isolated and untouched 
states raises fundamental political and social 
questions. Does the willingness to pay for 
local information in the form of newspapers 
indicate the growth of a genuine ‘public 
sphere’ of which more and more Onya- 
speakers see themselves as parf' Does the 
simultaneous amval of television mean that 
the promise of vigorous public discussion, 
earned on through the nvaliy of newspapers, 
will be quickly drowned by the effects of 
national and global entertainment and 
advertising crashing down from electronic 
media'* In short, will television make reading 
almost unnecessary** 

The demand for the local, charactenstic 
of the development of newspapers all over 
the worid,*^ makes the answers to the last 
two questions, I believe, “No” Because 
television in Onssa is unlikely in the near 
future to satisfy the craving for local context 
and local information which both it and the 
spread of literacy and of pnnt engender, 
Onyanewspapercirculationswillgrow And 
competing ^vertiscrs, conscious of a market 
of 13 million-plus literate (and therefore 
likely to be somewhat better-ofO Onyas, 
will continue to make some newspaper 
businesses profitable as well as influential 
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Impact of Liberalisation on 
Beedi Workers 

K Srinivasulu 

The production of cheap mini cigarettes by many manufacturers has 
posed a dilemma to the beedi workers' movement. Faced with the 
threat of a wage cut introduced by beedi barons on the pretext of 
beedi sales going down, they have been forced to wage a battle 
against the mini cigarette manufacturing units and their workers, thus 
diluting the workers' movement. 


DURING the last two years, the northern 
Telangana districts have witnessed a mas¬ 
sive mobilisation of the beedi workers, 
predominantly comprising of women, as part 
of the national campaign against the cheap 
mini cigarettes manufactured by the big 
cigarette i ndustries, which ha ve posed a threat 
to the .survival of this vulnerable section. It 
may be its illcctcdthat in the 1994-95 central 
budget the exci.se duty on cigarettes of less 
than 60 mm length has been reduced from 
Rs 120 to Rs 60 per thousand sticks. This 
step has been hailed by the cigarette industry 
lobby and the pro-reform financial press as 
a move towards the rationali.sation of the tax 
structure seen as part of the tax reforms 
initiated by the liberalisation regime. 

The beedi industry is a major informal 
sector in Andhra Pradesh. Bihar, Gujarat, 
Karnataka. Kerala, Madhya Pradesh, 
Maharashtra, Tamil Nadu, Uttar Pradesh and 
West Bengal, employing around 60 lakh 
workers inbeedt-makmg. In addition, another 
40 lakhs are ciitimatcd to be seasonally 
engaged in tendu leaf collection. While 90 
per cent of the worit-force in beedi industry 
comprise ot women and children, the tendu 
collection is dune predominantly by the 
tribals. 

In Andhra Pradesh that the Telangana 
region comprising of 10 districts has a 
significant concentration of both the beedi 
manufacturing and tendu collection activity. 
This region during the last decade has 
witnessed a series of struggles of these 
workers against the beedi barons and tendu 
forest contractors for wage increase and 
implementation of the legal provisions. It is 
a testimony fo the success of these struggles 
that a significant section of the largely 
unorganised and predominantly home-based 
women beedi workers have realised a sense 
of solidarity and could forge unity against 
the powerful beedi barons. 

It is against this background that the 
movement of the beedi workers in Telangana 
against the mini cigarettes during the last 
couple of years has to be viewed. The context 


of liberalisation has clearly posed a paradox 
for the beedi workers’ movement. While the 
phenomenon of mini cigarettes, on the one 
hand, has come in handy for the beedi barons 
to cut down the wages and work of the beedi 
workers on the pretext that the beedi sales 
have come down drastically, on the other, 
the beedi workers, by the very logic of the 
circumstance, are made to wage a straggle 
against mini cigarettes, which is no less the 
problem of the beedi factory owners. 
Importantly, the specific impact of 
liberalisation on the beedi industry has been 
the shift in the terrain of the struggle, 
contributing to a perceptible dilution of the 
workers’ struggle against the immediate 
exploiter, and making the beedi workers 
fight along with and on behalf of the owners. 

The rise of beedi industry as a major source 
of employment in Telangana is historically 
related to the decline of the handloom 
industry. Tlicre has been a steady and periodic 
migration of the handloom weavers from the 
Telangana districts to the textile centres of 
Bhiwandi, Sholapur and Surat in western 
India. With the rapid decline of the handloom 
industry, since the 1960s, as a result of the 
stiff competition from the proliferating 
powerloom sector, with the economy of scale 
and the market preference turning in the 
latter’s favour, there has been a large-scale 
displacement of weavers. While the weavers 
producing specialised handloom varieties 
continue to find regular work thanks to the 
elite patronage, it is the common weaver 
producing the coarse varieties of cotton dhotis 
and sarees. and selling in the local weekly 
markets who were affected by the flow of 
the cheap powerloom cloth into the rural 
markets. With the survival of the handloom 
weavers seriously threatened, the male 
weavers in this region tended cither to migrate 
to the textile centres in western India or to 
shift to other vocations. Interestingly, the 
historical connection of the weaver 
community of padmashalis (a major weaver 
caste in Telangana) with the western India 
sustained for over a couple of generations 


through migration, and kinship teutKmSIlUl 
only facilitated migration of the weavers to 
work in the mills and on powcriooms there 
but also encouraged the master-weavers to 
shift to powerlooms. The growth of the 
powerloom sector in Telangana, as a chain 
reaction, furthered the decline of the 
handlooms. 

The early migrants to western India used 
to be usually accompanied by their families; 
while the men worked on the mills and 
powerlooms, the women made bcedies. (This 
has changed after the textile agitation of 
Datta Samant: now the powerloom workers 
prefer to migrate season^ly and leaving their 
Emilies back at home).' When faced with 
heightened political awareness and increasing 
unionisation of the beedi workers in their 
native states, the beedi barons of Gujarat and 
Maharashtra decided to shift their operations 
to the northern Telangana districts primarily 
because of their previous contact with Telugu 
weavers and the geographical proximity of 
Telangana. The decline of handluom 
weaving, in which the entire weaver 
household used to be engaged, created a 
huge labour market, consisting primarily of 
the displaced weaver women, for their shift 
to beedi-making. This transition was fairly 
smooth thanks to the experienceof the earlier 
generation of migrants inbeedi-making who. 
as the women iKsedi workers would narrate, 
were in.strumental in initiating the younger 
women into beedi-making. Thus, it is no 
mere coincidence if more than 60 per cent 
of the beedi workers in this region hail from 
the displaced weaver community; the other 
major communities being dalits and Muslims. 

With the shifting of the major beedi 
factories from western India to Telangana 
districts, beedi-making has emerged as a 
major occupation. Most ot these industries 
conduct theiroperations in the entire northern 
Telangana, with Nizamabad as their 
headquarters. To illustrate this process, for 
instance, Sircilla in Karimnagar district, 
which was a gram panchayat with a 
population of 23 thousands in 1971, has in 
the last couple of decades grown into a major 
industrial township resulting in a three-fold 
increase in the population. According to 
Rudra Shankaraiah. who was sarpanch of 
Sircilla for a decade, while there were 6,000 
working handlooms in 1976, their number 
has fast declined due to the expansion of 
powcriooms and periodic crises due to the 
pnee hikeof hank yarn. The local co-operative 
society, one of the oldest in the area and once 
a large co-operative with an active 
membership of 1,400 from 32 villages, 
according to its secretary, now attracts hardly 
any visitor.Thecoupleofdozenframeiooms, 
most of them in a dilapidated condition, the 
cobwebs and thick layers of dust that have 
got accumulated over them indicating that 
they have been lying for long unused, stand 
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out as an evidence of the gloomy scenario 
handloom sector presents. In contrast, with 
around 200 powcriooms in the early 1970s 
this town (benefiting from the liberal grant 
ot permits for setting up powcriooms in the 
1970s) has grown into a bustling powerloom 
centre with an estimated 8,000 powcriooms. 
With this transformation, it has attracted the 
displaced handloom weavers not only from 
neighbouring Jagityal, Manthani, Pcddapalli 
and Huzurabad in Karimnagar district but 
also from Mcdak and Warangal districts. 
While the men of these migrant families 
have settled in the powerloom sector, the 
women have shifted to the bcedi industry. 
Thus, there are, according to the local activists 
of the beedi workers' union, estimated to be 
10,000 home-based beedi workers in the 
town. They together with the powerloom 
workers compri.se 70 per cent of the total 
population. The growth of the beedi industry 
in Telangana is thus closely related to this 
specific historical process of handloom 
decline-weaver displacemcnt-migration- 
occupational shift. 

In the bcedi industry the following systems 
of productioncan be identified: a) 'karkhana' 
(factory) system; b) out-work or home-based 
system. 

In the karkhana production system, the 
entire process of beedi manufacturing - 
cutting tendu leaves as per the specifications, 
rolling them into beedics with required 
quantity of tobacco - takes place at the factory 
site itself under the supervision of the factory 
staff. Though the wage payment is made 
piecewise (that is, for a thousand bcedies), 
each worker is required to turn out a fixed 
minimum quantity of beedics. 

in the out-work sy.stcm. the home of the 
worker is the production site. In this system 
the distribution of raw materials, collection 
of beedics and disbursal of wages is made 
by the managcment,either through a ‘munim’ 
(manager), who iscmployed by the company 
or through a 'commissiondar', who is not a 
regular employee of the company but is paid 
a commission on the basis of production. 
The large bcedi companies have generally 
preferred to operate through the commission 
agents, for this system entails lesser 
accountability and risk, and contrarily greater 
manoeuvrability and profit. 

In the initial period, production at the 
factory site was generally preferred by the 
beedi owners apparently to ensure the quality 
of production. The shift to the out-work 
system began in a big way in the 1970s. 
lliough the proliferation of the beedi i ndustry 
and its emergence as a major employer were 
important factors, what was crucial for this 
shift was the enactment of the Beedi and 
Cigarfeonditionsof employment) Act, 1966. 
This act stipulated that no worker shall be 
required or allowed to work for more than 
nine hours in any day or more than 48 hours 
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in any week. In addition, she shall be entitled 
to a paid weekly holiday and an annual leave 
at the rate of one day per every 20 working 
days and maternity leave for three months, 
and .so on. This act was challenged by the 
beedi barons, but was upheld by the Supreme 
Court in January 1974. 

Thus, the reasons for the shift to the out¬ 
work system are not very difficult to find. 
Firstly, the karkhana system meant the 
regularisation of the conditions of work and 
payment of minimum wages and benefits as 
per the law, the avoidance of which would 
be difficult in the factory production; 
secondly, it involved a substantial 
expenditure on the space, especially so in the 
urban centres; thirdly, since the factory site, 
where the workers gathered and worked 
together, held the possibility of interaction 
and solidarity, hence of collective action, 
the beedi barons from Gujarat and 
Maharashtra learqing from their experience 
in their home states, sought to avoid this by 
shifting to out-work system. In this system, 
in which the workers are removed from 
each other, such a possibility is a distant 
one. 

The beedi management, thus, increasingly 
inclined to prefer the home-based 
manufacturing. Through this, it was not only 
possible to reduce the production cost by 
cutting expenditure on factory site and 
maintenance, and by paying lower wages to 
the workers but also to keep them 
di.sorganiscd by pre-empting the possibility 
of unity among them. The women workers, 
who constitute about 90 per cent of the labour 
force in the beedi industry as well found it 
convenient to work at home as it facilitated 
them to attend to their domestic chores while 
rolling the beedies. 

In the out-work system, there is a iarge- 
.scale violation of the legal provisions. A 
large proportion of the workers possess 
neither an appointment letter nor a passbook 
that would entitle them to the benefits under 
the law. Thus, the conditions of the workers 
are extremely insecure for they are entirely 
at the mercy of the commission agent for 
both the work and wages. As the workers 
are treated as casual labourers, they are left 
with no option but to work for a wage offered 
by the agent which is invariably far lower 
than the legally prescribed one. 

Besides being paid low wages, the workers 
arc also subjected to diverse forms of 
harassment and exploitation. One form of 
harassment that the workers often complain 
about is regarding the underweighing of 
tobacco and leaves. The deficit has to be met 
by the worker by purchasing the raw materials 
either from the market or as most often from 
the commission agent. Moreover, quality 
bcedies are to be returned regardless of the 
quality of beedi leaves. In addition, the 
workers arc customarily required to offer 


certain number of bundles known as ‘gutia 
katta’ (extra bundles). This amounts to a 
substantial loss to the worker. 

Another widespread practiceis the arbitrary 
rejection of beedies at the time of collection 
on the pretext of their being qualilywise not 
up to the specifications. As the beedi workers 
in Hyderabad and Sircilla would narrate, on 
an average 4-5 per cent of beedies as a matter 
of routine are rejected, for which not only 
the wages will nut be paid hut also the workers 
would be required to pay for the loss. This 
results in a substantial wage-cut. The rejection 
of beedis, according to the workers, is used 
as a principal weapon by the management 
and their agents to subjugate them. 

Another important form of harassment is 
the irregular payment of the wages. Though 
the payment of wages is done periodically 
on a specific day or date as agreed upon by 
the management, it is more often than not 
violated. Since most of these agents have 
stakes in other local ventures like money- 
lending, they divert the money to these 
ventures by resorting to long delays in the 
wage payment. 

Mini CiCARETTiis and Beedis 

The government licensing and taxation 
policy has hitherto been in favour of extend¬ 
ing protection and support to the employ¬ 
ment generating small-scale industries .so 
that they would withstand the unequal 
competition from the organised industrial 
sector. In correspondence with this policy 
guideline, as a measure of safeguarding 
the bcedi industry, in almost every budget 
the tax on the cigarettes has been on an 
increase. 

Against this background, the impact of the 
gesture made, though belatedly, to the 
cigarette industry in the 1994-95 central 
budget by the then finance minister 
Manmohan Singh as part of his much 
publicised liberalisation drive initiated in 
1991. has to be assessed. In this budget, 
excise icduction from Rs 120 to Rs 60 was 
announced for cigarettes less than 60 mm 
in length. 

The cigarettes available in the market can 
broadly be categorised into filtered and non- 
filtered segments. The excise duty varies 
according to the size of the cigarette in both 
the segments. In the 1994-95 budget when 
the duty on mini cigarettes was halved, all 
other brands attracted an increase. For 
instance, on filter cigarettes of 70 to 75 mm 
length, it was raised to Rs 950 from Rs 850 
(for thousand sticks) in 1993-94; on non- 
filter cigarettes of 60 to 70 mm length, the 
duty hike was by Rs 80 from Rs 200 per 
thousand sticks in 1993-94 (The Economic 
Times, May 17. 1995). 

With the reduction of excise duty by half 
in the 1994-95 budget, most of the cigarette 
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companies like FTC (contributing almost 65 
per cent of the total production), GTC, VST, 
Goddftey Phillips jumped into the fray to 
produce 59 mm length non-filter cigarettes 
on a large scale, which have come to be 
known as mini cigarettes. The enthusiasm 
in the big business circles at this measure 
could be gauged by the fact that around a 
dozen low-priced mini cigarette brands were 
soon released into the market. This enthu¬ 
siasm has also generally been shared by the 
pro-liberalisation press as a step in the 
direction of globalisation. Thus, for instance, 
the leading business daily, 77 m> Economic 
Times editorially (‘Phase out Biris’, May 
1995) acclaimeJithis measure as "a greater 
incentive for ugarettc companies to use 
India as a global production base. The 
odium that tobacco use carries in the west, 
as well as higher prixiuction costs, will 
gradually prompt the relocation of substantial 
chunks of the cigarette industry from 
developed to developing countries. This 
means an opportunity for countries like 
India to expand production and export of 
cigarettes", 

It may be noted that the long-term policy 
of protection to the bcedi industry from the 
powerful capital intensive cigarette industry 
has been followed |cceping in view the 
former’s large-scale aniployment potential, 
relatively weak capital base and organi¬ 
sational vulnerability in the face of competi¬ 
tion from the latter. The protection given to 
the beedi sector through heavy excise duties 
on cigarettes has demarcated the consumer 
market more or less along class lines: the 
higher income groups going for cigarettes, 
the lower middle and labouring clas.ses for 
beedis. This income-based demarcation of 
consumer preference is likely to be blurred 
with the entry of the minis. 

A packet of 10 minis priced between 
Rs 1.75 and Rs 2 equal to the price of a 
bundle of 16 beedis. The price difference 
between cigarettes and beedies becoming 
negligible, and the cigarettes also being 
‘associated with a superior social status', the 
minis may pose a serious threat to a vast 
section of the beedi workers. 

Though it may be early to ‘measure’ the 
full impact, it should not be too difficult to 
gauge the portents of the so-called level 
playing fields thus aimed at. A glimpse of 
the emergent scenario car, be obtained by 
looking into the following issues: 

(i) the response of the cigarette industry and 
its prospective projections for the cigarette 
production in general and for the minis in 
particular; 

(ii) the changes in the work availability and 
wages of the beedi workers. 

The significance ofthe duty reduction on 
the minis for the industry could be deci phered 
from the latter’s response. The euphoria in 
the industry circles apparently is not so 


much because of the profits from this 
sector, which would anyway be only 
marginal, but seems to be mainly because 
of the prospects it holds for the industry. This 
gesture, seen as an indication of a beginning 
towards a new tax regime, is expected to be 
extended to the higher brands as well, not 
only to boost the domestic demand but also 
the exports. 

What is of immediate relevance is the 
increase in the volume of the minis pro¬ 
duction. While it was 100 million sticks a 
month at the end of 1994, by the middle of 
1995 it increased five-fold, i e, 500 mn sticks 
a month. According to the industry sources, 
the target of one billion a month was expected 
to be reached during 19% [The Economic 
Times, May 17, 1995). The phenomenal 
growth of this sector could also be gauged 
from the increase in its contribution to the 
national exchequer from Rs 7.4 crore in 
1993-94 to Rs 90 crore in 1995-96. (Speech 
by Y C Deveshwar, chairman, ITC,al the 
85th Annual General Body meeting, August 
22, 19%, Calcutta.) 

What has been the impact of the minis on 
the beedi manufacturing? If there is a fall 
in beedi sales, how far is it reflected in the 
persondays/quantum of work available and 
wages of an average beedi worker? At the 
very outset, it is necessary to note that since 
a majoriy of the bcedi workers arc engaged 
by the commission agents and aLso that the 
latter are known for their irregularities in 
providing work for a variety of reasons, it 
is difficult to establish with any precision as 
to what extent the irregular/ ‘r^uced’ work 
is due to the minis. Yet it is interesting that 
both the agents and beedi workers suggest 
that the minis have led to the reduction of 
the work. Asa result of the fal I in the demand 
for beedis, according to the munims and 
agents, the beedi companies are reluctant to 
continue the production on the same scale. 
As a consequence, the raw material supply 
has been reduced leading to the reduction 
of the number of days work is available (i e, 
from six days a week to three to four days) 
and the reduction of the supply of individual 
worker's quota of raw material to evenly 
distribute the effect. 

What emerges quite clearly from the 
women workers’ narratives is that the threat 
of the minis has been used as a pretext by 
the management and the commissiondars to 
harass the women and to force them to accept 
the wages offered by the former. In this sense 
the minis have fuithw increased the insecurity 
of the already vulnerable workers. The 
insecurity emanating from the prospect of 
displacement among the beedi workers - 
for most of whom displacement has 
already been an experience-appears to have 
prepared them for resistance. What seems 
to be curious about the emergent scenario 
is that the beedi workers who have all along 


found the beedi barons as their opponents, 
by the logic of liberalisation, have found 
themselves opposing the liberalising and 
globalising government by entering into an 
understanding with their immediate 
oppressors. 

This dilemma is perhaps logically reflected 
in the beedi workers' unions and movement 
as welt. The Andhra Pradesh Beedi Workers 
Union (APB WU) and the APBWU (Shramik 
Shakthi), two major unions in the northern 
Telanganafaffiliated to the IFTU and AIFTU, 
respectively), have different perception of ^ 
the issue. 'The APBWU (SS) has generally <4 
viewed the mini cigarette impact on beedi- '] 
making with .suspicion and viewed it as being 
not only projected out of proportion by the 
beedi barons but also us«i as a pretext to 
deny the workers' demand for the imple¬ 
mentation of minimum wages. PF act. issue ' 
of passbooks, regularisation of the service, 
etc. The APBWU, on the contrary, has ; 
considered it to be a potential threat to the 
survival of beedi industry and therefore te 
the workers dependent on it for their liveli¬ 
hood, if not in the immediate context then 
at least in the longrun. Thus, in the view of 
APBWU (SS), the minis, so far as they pose 
a threat to the bcedi industry, are a problem 
to the beedi barons and their clout with the 
powers-that-be can be made use of to 
resolve it;, the APBWU has found it 
necessary to fight the minis. The liberalisation 
process, by leading to a shift in the tenain 
and focus of the struggle, has posed new 
challenges to the movement as in other 
sectors.^ It would not be too difficult to see 
a setback, at least in the near future, to the 
articulation of minimum demands of the 
workers. 

Notes 

[This occouni forms part of a larger ongoing siiidy 
of 'Liberalisation and its Impact on the Traditional 
Occupational Coininunities'.) 

1 The migrant workers expcrtinential narratives 
bring out vividly the subhuman conditions of 
life, insecurity of employment and 
inaccessibility of living space at affordable 
rents - the leosoii why they leave Iheir families 
bock in their villages - in these major powerloom 
centres overcrowded with migrant woikers from 
different parts of the countiy. These workers 
work on the powerlooms, live (rather sleep) in 
extremely congested spaces and eat in the messes 
that ore hardly known for any hygiene. The 
recent food poisoning tragedy in Bhiwandi has 
brought out the gravity of the vulnerability of 
these single migrant weavers due to the poor 
civil amenities and grossly inadequate public 
health care. 

2 For on analysis of a similar situation faced by 
the handloom weavers in the context of 
liberalisation, sec K Srinivasulu, 'Handloom 
Weavers' Struggle for Survival’, EPW, 
Saptember 3, 1994. 
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Bonded Migrant Labour in Punjab 
Agriculture 

Maqjit Singh 

Though the modus operand) of recruiting cheap, coerced, migrant 
labour from Bihar for agricultural operations in Punjab has changed 
over time, it continues to underline the need of impoverished 
hinterlands for growth of capitalist enclaves. 


UNEVEN development, whether in terms of 
economy or culture, is at the rout of capitalist 
growth. Capitalism grows out of disparities 
and, in the process of its expanded 
reproduction, it further accentuates those 
disparities, precipitating the amorphous social 
reproduction into the small enclaves of high 
capital activity connected to the far-flung 
hinterlands for the purpo.se of both labour 
and product market. This ‘enclave- 
hinterland’ relation is tnie fur the industrial 
as well as agricultural development under 
the dominant impul.se of capitalist rule. Bihar 
and Punjab constitute the two ends of this 
relation. While Punjab stands at the top of 
the s(K'io-economic index, Bihar touches the 
bottom (see Table). This is the reason that 
while Punjab supplies agricultural produce 
to the rest of the country, Bihar supplies 
labour. 

I'he enclave-hinterland relation is not 
merely economic, it is social too. There is 
generally no dispute about the capitalist 
character of social relations of production of 
Punjab agriculture. But Bihar agriculture, 
according to Bhaduri (1973), is still 
dominated by the 'semi-feudar social 
relations of production. Whatever 
commercialisation has taken place isdeemed 
as 'forced' under the internal and external 
structural constraints. In other words, the 
behaviour of capital in relation to its internal 
forces is totally different than that to the 
external one. This is true of history as well 
as present. The success of industrial 
revolution in Britain strengthened the 
backwardness of her colonies. Similarly, the 
succe,ss of the green revolution enclave in 
the Punjab region is instrumental in 
reinforcing 'semi-feudalism' in Bihar. 

On the other hand, history is also full of 
instances where capitalist enterprises used 
slavc/coerccd labour. If tobacco and cotton 
barons from south America did fatten on 
black slave labour during the early 19th 
century, the organised recruitment of 
indentured labour from Chhotanagpur region 
for the British sugar cane and tea plantations, 
at around die same period, is the Indian counter¬ 
part experience of the use of unfree labour 
in otherwise capitalist enterprises. History 
repeats itself and this time the place is Punjab. 
Punjab farmers know that green revolution 
would not have been as green, right from 
Ihe beginning in the late 1960s, as it is found 
today, had there been no u,se of migrant 


1 abour from Bihar. There is nothing unconsti¬ 
tutional about the use of migrant labour from 
the other parts of the country. What is 
heartening is the use of coercion and various 
types of bindings tocurtail the free movement 
of the migrant labour in gross violation to 
the various acts, such as, Inter-State Migrant 
Workmen Act, 1979, Bonded Labour 
(Abolition) Act, 1976, Minimum Wages Act, 
and also Child Labour Act. Why capitalist 
economy faults its own rules at the level of 
social relations of production is the question 
which I am trying to understand since 1980- 
81 in the case of Punjab where employment 
of migrant bonded labour go hand in hand 
with the growth of capitalist agriculture. 

The first field study was carried out in 
1980-81 in two districts of Punjab, namely 
Ludhiana and Hoshiarpur [Singh 1995]. It 
was found that there were two different 
streamsof migrant labour flowing from Bihar 
to Punjab. From the districts of Monghyr, 
Saharsa, Darbhanga, Muzzafarpur and 
Samastipur in north Bihar seasonal migrant 
labourers visited Punjab to work on peak 
agricultural operations. Their total number 
ranged between four and five lakhs. Socio¬ 
economic background of the labourers 
showed that it were not the poorest who 
migrated; rathei a little above the lowest 
rungs were more inclined to migrate. 
Ca.stcwise. 14 percent were .scheduled castes. 
84 per cent from backward castes, and only 

2 per cent belonged to upper castes. They 
worked mainly for three agricultural 
operations, that is, wheat harvesting, paddy 
transplantation and paddy harvasting. The 
meticulous calculations of earnings brought 
home the fact that, if both the lean and peak 
period of employment is taken into 
consideration, the average daily earning of 
a seasonal migrant labour ranged between 
Rs 4 and Rs 5. On an average migrant labour 
was paid 35 per cent less than the minimum 
wages fixed by the state labour department, 
and that too at a time when there was peak 
season labour demand. Except for the 
scramble at the different railway stations to 
capture these free flowing migrant labourers 
and whisk them away in the tractor-trolleys 
waiting outside, the farmers generally did 
not use any coercion to extract work from 
this category of migrant labour. 

The second stream hailed from the tribal 
belt of Chhotanagpur, what Nirmal Sengupta 
calls 'Fourth World’. Though the number of 


labourers were far less than the seasonal 
migrants from north Bihar, their mode of 
recruitment and wages and working condi¬ 
tions in the district of Hoshiarpur reminded 
the export of indentured labour from the 
same region of Bihar during the early 19th 
century. Independence or no-independence, 
that does not make any difference to the 
tribal world, the ‘wretched of the earth’. 

The modus operandi of recruitment was 
that some of the rural Punjabis who had some 
knowledge of the Chhotanagpur area would 
go all the way from Punjab to Bihar and lure 
the tribals for giving them highly lucrative 
jobs in Punjab. Tl^r rail fare ahd other 
expenses on the way were borne by the recruit¬ 
ing agent. After alighting at Punjab the whole 
group, generally of between 20 and 50 
labourers, was ts^en to some secluded farm 
house where they were handed over to 
different farmers individually in an open 
‘auction’ against advance payment. 'The 
Tanda block of Hoshiarpur emerged as a 
major centre for tribal labour trade. Once the 
labourers were disposed of in competitive 
bid, the rc.sponsibility of the recuriting agent 
gut over. The farmers, fearing that the labourer 
might flee away at night, kept a close vigil- 
on them. Some of them, true to their traits 
of slave driving, would lock them at night 
along with the cattle in thcircattlc shed. They 
were physically assaulted by the employer to 
make them submit to the i nhuman conditions. 

The interviews in disguise with 35 tribal 
labourers (kharia, oraon, munda and nagesia) 
revealed that most of them were promised 
wages between Rs 60-80 per month which 
was almost half the amount of the statutory 
minimum wages. What surprised me was 
that there were labourers visiting Punjab for 
the second or third lime, despite the slave 
like treatment meted out to them during their 


Table; Comearlsun of Socio-EajnoMir Inmces 
BETWEEN Bihar and Punjab 



Bihar Punjab 

A/friculiure 

Percentage of net irrigated 
area tu dci sown area (1985-86) 

36.5 

87.9 

Per c.'iinia gross cropped area 
hectares (1986-87) 

0 17 

0.60 

No of tractors per hundred 
hectares of cultivated area (1982) 

1.37 

15.37 

Per capita power consumption 
in agncullure, KWH (1986-87) 

12.2 

189.9 

Infrasiruclure 

Index of relative development of 
infrastructure (1988-89) 

96 

210 

DemoKraphy and Employment 
Urbanisation (1981) 

12.5 

27.7 

Percentage of agnculiuni 
labourers to total working 
force (1981) 

35.50 

22.17 

Statutory minimum wages of 
agricultural labourers 
(Rsday: 1989-90) 

10.00 

33.30 

Percentage of population below 
poverty line (198.5-84): 

Kitr^ 

51.4 

10.9 

Urban 

37.0 

21.0 


Source: CMIE, New Delhi 
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eailier visits to the state. There was an answer 
to this puzzle with one of the respondents 
who was working with one employer for the 
last lOyears without wages. He was satisfied 
with the two square meals and some pocket 
money for bidis. He told that back home in 
Ranchi he canimt have even food just to live 
on. For the tribals the question was not of 
wages and working conditions but of struggle 
between survival and death. 

My visit to the same villages in 1990-91 
revealed that slowly the gap between the 
wage rates of local and migrant labour was 
being bridged. But there was a clear hierarchy 
in the direction of changes. The local 
labourers completely withdrew from the 
labour-intensive agricultural operations and 
left the same for the migrant workforce. 
However, during the same period, the rale 
of increase of wages for the local labourers 
was 186 per cent and for the migrant 138 
per cent. The llux of migrant labour from 
Bihar could never be deterred by the bullets 
of Sikh 'militants’ despite their ma.ssacre 
during the turbulent period of 1981-91. Also 
during this period the triangular competition 
amongst the local labour, migrant labour and 
machinery became more intense. Migrant 
labourers, on the one hand, were displacing 
local labour and started working even as 
attaciicd labour; on the other, were being 
displaced by combine-harvesters in paddy 
harvesting-cum-ihreshing. 

However, much more surprising was the 
vanishing of the well-organised trade in tribal 
labour from south Bihar. The whole network 
caved in to the joint pressure from media, 
workshops, labour department and, above 
all, to the efforts of Bihar state government. 
Our .study of 1980-81 was instrumental in 
providing facts for this collective assault on 
the medieval method of labour use. The 
abolition of bonded labour in Punjab turned 
out to be a myth when recently a complaint 
was lodged by Pappu Yadav, MP. whereby 
the demand for justice was made for ail those 
10 labourers from Bihar, belonging to 
musahar caste (SC), who worked for an 
employer Pritam Singh, village Bibipur, 
district Fatehgarh Sahib (Punjab) but were 
denied wages. Whenever the labourers dared 
to ask for the wages, they were threatened 
with physical assault. At last, the labourers 
escaped to their village in Bihar and begged 
for justice through the MP. The union labour 
ministry promptly constituted an enquiry 
committee headed by Arvind Risbud (IAS), 
director, ministry of labour, government of 
India, with members from the state labour 
department. K Copal Iyer and myself were 
associated with the committee due to our 
past research experience on the subject. The 
enquiry started from the district 
administration itself, before visiting the 
particular villages mentioned in the 
complaint. The district collector, on 
explaining the migrant labour problems, 
showed a deep interest in streamlining the 
anomalies in the payment of wages. However, 
hepveus an understanding that non-payment 


of wages is not a phenomenon in Puryab. 

When the committee went to the actual 
affected villages to make on the spot enquiry, 
the facts which came to light were shocking. 
The three-hour intensive questioning from 
the fanners, members of village panchayat. 
and the existing migrant labourers working 
in the village disclosed the phenomenon of 
organised labour trade, reminiscent of the 
early 19th century coolie trade from the same 
state of Bihar. We found that the cancer of 
bonded labour to capitalist agriculture of 
Punjab had not been cured, as we believed 
since 1990-91. It had rather extended to 
those vulnerable rungs of rural Bihar which 
are worse than the tribals from south Bihar. 
The recruiting agent, unlike in the case of 
tribals in the past, was not Punjabi. Chhataru 
Sada was their own kinsman who worked as 
intermediary between the poor labourers from 
Bihar and the well-to-dofarmcrs from Punjab. 

The modus operandi of these labour 
recruiting contractors is to take huge amount 
of casih advances from rich farmers of Punjab 
and with that amount lure labourers from 
various parts of Bihar. Though generally the 
contractor buys only railway tickets for such 
recruited labourers, in rare cases he also 
advances loans to the potential immigrant 
labour, before their departure for Punjab, at 
the rate of 16 per cent interest per month, 
which comes out to be 192 per cent per 
annum. At arrival in Punjab those bands of 
rag-cladded, barc-foot labourers arc handed 
over to the anxiously waiting rich farmers 
against who.se advance money they have 
been brought from Bihar. Here starts the 
travails of the hapless labourers on alien 
lands. They arc physically assaulted by the 
recruiting contractor to plead to the farmer 
for advance wages to the tunc of 6-12 months 
and the same is requested to be paid not to 
the labourers themselves hut to the recruiting 
contractor who promises them to deliver the 
amount personally to their families at Bihar, 
which hardly happens. The whole system 
runs at such a mutual trust between the farmer 
and the recruiting agent that, in case of 
escaping away of a labourer, the agent is 
obliged to replace him immediately with the 
new one, often with some other relative of 
the absconding Jabourer. In the course of our 
enquiry we detected two cases of severe 
bondage, namely, Napus Ahmed bunded for 
10 years and Sikandar Sada bonded for IS 
years. And that too when the whole village 
knew in advance about the visit of the enquiry 
committee. Both of them were handed over 
to the district administration for their release 
order and rehabilitation. 

Why the capitalist farmers of Punjab have 
to depend upon bonded migrant labour in 
one oV the other form? Whether the 
explanation is structural or cultural ? Further, 
if structural, whether the determining factors 
are only internal to the agrarian structure of 
Punjab or they extend outward beyond the 
boundaries of the state? It is neither easy to 
answer these questions nor it is the place to 
debate on. Yet, some tentative reflections 


perhaps would be useful, at least to 
reconstitute the questions in a more proper 
perspective. 

Taking the last question first, the factors 
which favour bondage arc both internal and 
external to the structural dynamics of Punjab. 
Over the past two and a half decades, there 
is a radical reconstitution of economic and 
political relations within the boundaries of 
the village. The intervention of migrant labour 
from outside hastened up the process of 
social metamorphosis. Not only certain 
tenures such as siri or local attached labour 
has vanished from the scene, their 
reconstituted forms are progressively being 
filled up by the alien migrant labour which 
suits better to the demands of new labour 
process. The local labourer, for instance, 
being part of the village social system was 
better equipped with the knowledge ahoiit 
the demands of the farmerclass. Being nx>tcd 
in the same social milieu he was also in a 
better bargaining position. Accordingly, the 
strategy evolved by the farmers was to 
advance cash to the vulnerable families 
amongst the local labour and bind them to 
work as attached labour in the near future. 
The same logic has now been extended to 
the migrant middlemen who can arrange 
many more labourers, much hard working 
and ready to work at much lower wages. This 
marriage of mutual convenience between 
the farmer and the labour contractor 
(middleman) who lures groups of labourers 
from north Bihar, leaves the labourers 
mortgaged to the farmer. The need to secure 
cheap and readily available labour has always 
tempted the Punjab farmers to look towards 
Bihar, where the sub-human conditions of 
rural poor can easily lure them to the 
'dreamland' of Punjab. Absolutely ignorant 
about any labriur legislations, only Bihari 
labour can be used as dumb chattel and made 
to live along with the cattle. 

Bondage as such is never an anathema to 
capitalist enterpnscs. The glaring example 
is the brick kiln labour m India. Bondage or 
no bondage is determined by the labour’s 
organised power ot resistance on the one 
hand, and the nature of demand for labour, 
dictated by the determinate labour process, 
on the other. However, if the report on rural 
labour from north Bihar, published b> the 
United Nations Development Programme 
which mentions that 90 per cent of the male 
population in the age group of 18 to 35 have 
migrated from mo.st of the villages from 
north Bihar is to be taken into account, it 
is a long way to go before the chaias of 
bondageof Bihari labour can finally he broken 
(The Times of India, August 4. 1995, p 9). 
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How Useful Is Pulse Strategy for 
Polio Eradication? 

Manu N Kulkarni 

The second phase of the pulse polio immunisation programme is due 
to begin next month. What are the lessons to he learnt from the first 
phase of the programme, conducted last year? 


THE Universal Immunisation Programme 
(UIP), launched in 1985 by the government 
of India has come a long way. After a decade 
of experience in managing this programme, 
theCOI launched the National Immunisation 
Days for Polio (NIDs) in December 1995 to 
achieve polio eradication in the country by 
the year 2000. In the words of ministry of 
health “In India UIP has been able to increase 
the oral polio vaccine (OPV) coverage levels 
among infants to over 90 per cent for four 
successive years, which is a commendable 
achievement and the number of polio cases 
have dropped significantly”. Hence, the GOI 
decided to implement NIDs beginning in 
December 1995 to achieve polio eradication 
by the year 2000. There can be NIDs for 
.measles also which is another killer disease 
for children. The last NID for polio which 
was officially called pulse polio immuni.sation 
(PPI) (December 9, 1995 and January 20, 
1996) was the biggest ever operation 
conducted by the Indian states in recent times 
fortacklingthecripplingdisea.se called polio. 
Generally PPIs are organised during low 
transmission season of polio viruses between 
November and February in India. The peak 
transmission is from May to September. 
Besides the cold months are preferable 
because cold chain problems arc less 
intractable in winter months for handling 
heat sensitive polio vaccine. The pulse polio 
was in addition to the normal immunisation 
schedule that has been going on in all parts 
of the country on fixed days in each month. 
The term pulse has been used to describe this 
sudden, simultaneous, mass administration 
of OPV on a single day to all children of 
0-3 years age group. 

Initial reports from all states in the country 
have indicated that millions of 0-3 kids have 
been admini.stered with polio do.ses on these 
NIDs. The NIDs were marked by the fervour 
and enthusiasm of the local community 
leaders, Rotarians, Lions, politicians in 
mohallas. villages, towns, district, state and 
national capitals. The Indian bureaucracy 
wakes upon twooccasions: (I) when disasters 
strike and (2) when elections arc ordered. 
The NIDs were treated as a polling event, 
although conducting poll and administering 
OPV are two different operations with 
differing results. But the bureaucracy 
understands the language of a poll more than 


that of the OPV. Hence, whoever invoked 
the parallels between polling and putting 
OPV dose in the mouth of crying kids should 
be complimented. But for this sincerity on 
the part of workers, the NIDs would not have 
been so successful and would have remained 
the lacklustre business of doctors and nurses. 
If India is to eradicate polio and such NIDs 
are to be repealed in the coming years at least 
till the year 2000, then we have to find out 
what were the lessons learnt from the I99S 
NIDs and how can the coverage levels and 
.surveillance systems be improved to track 
the last case of polio in the country? 

There arc at least six major areas of 
operation in NIDs: (1) administration and 
organisation, (2) enumeration of the eligi¬ 
ble kins, (3) logistics and cold chain, 

(4) information and communication, and 

(5) evaluation and assessment and con¬ 
tinuous surveillance. In a typical poll event 
all the manpower and transport are pooled 
by the collectors of the district and polling 
booths are set up. In many states such OPV 
booths were set up and manned by a couple 
of people. Unlike the poll where there is a 
threat of rigging and false voting, there is 
no such threat but the danger is that of 
improper administration of doses and wrong 
handling of heat sensitive OPV vials. Some 
collectors had put leachers/rcvenue 
inspectors/villagc patwaris for administering 
doses. They had never done this work and 
they were scared also. I saw in one OPV 
booth an industrial inspector trying to mix 
OPV of two vials in one and then administer. 
When I asked him why he was doing it he 
said he had taken two vials from the vaccine 
carrier without knowing and hence, he wanted 
to mix in one when both vials were half. In 
this process of mixing the temperature of the 
vaccine gets affected. He was not aware that 
VKcine mixing will lead to temperature 
distortion and also lossof vaccine efficiency. 
Hence, the be . t strategy would be to entrust 
dosage administration only to male/female 
health workers and anganwadi workers who 
have been doing regular immunisation on 
fixed days in their areas. Luckily, there are 
no reported vaccine-related disasters. In many 
areas the large number of private urban 
clinics, which regularly offered routine 
immunisation, were not allowed to open 
their clinics. Some families are attached to 


certain clinics and they did not quite trust 
a school teacher giving polio drops. In one 
city nearly 70 private clinics were denied 
the facility of providing pulse polio. More 
polio booths would have served more 
children without any extra cost to the 
government. All that was needed was extra 
doses of polio vaccine which they were 
getting anyhow in the normal course for 
their regular immunisation from the chief 
medical officers of the district. 

Enumeration of the eligible kids of 0-3 
for PPI was attempted by different collec- 
lors/CMOs in different ways. Some 
administrators insisted that there should be 
wardwisc/villagewise enumeration- So 
school teachers and children were asked to 
enumerate the eligible kids from house-to- 
house. Unlike the voters list where voters 
come forward to register their names, very 
few mothers take the trouble of informing 
the PPI booths in advance and get their 
names registered. Even when the 
enumeration was done, names of children 
were often found to be mis.sing when the 
actual immunisation was done. Some 
vaccinators even turned down the child/ 
mother when this happened. Despite 
instructions nut to refuse any child the polio 
drop. The whole exercise of enumeration 
was a waste of time, effort and stationery. 
But then how would we have known the 
vaccine requirements? There is an 
established norm for this, 9-10 per cent of 
the population is in the age group 0-3 years. 
The CMOs are well aware of this, but 
enu meraiion exercise was made compulsory 
before theNIDs due toburcaucraticpre.ssurc. 
Enumeration was al.so found useless when 
in bus/railway stations PPI booths were set 
up and anyone could take the child and get 
polio drops. 

Logistics and the cold chain is the heart 
and soul of :\ny immunisation programme 
- whether fixed day schedule or campaign 
mode like the NIDs. OPV is highly heat 
sensitive and has to be kept at +2®C to +8®C, 
when it is taken out from the main storage 
where it has to be kept at -20“ C. Over the 
years Indian primary health care system has 
built a fairly efficient cold chain system to 
maintain perfect temperature of the vaccine 
from the manufacturer till it reaches the 
mouth of the child. The GOI mobilised extra 
cold boxes and vaccine carriers through the 
UNICEF and other bilateral agencies for the 
NIDs. All vehicles were mobilt.sed to carry 
vaccine from the district store to all the PPI 
booths (they ranged from 3.(X)0 to 6.(X)0 in 
a typical district). Some of the vaccine 
carriers supplied by Blow Kings were of 
substandard quality - the lids did not close 
properly. As a result the ice-packs in the 
vaccine carriers were melting fast affecting 
the temperature inside the vaccine carriers. 
Lakhs of ice-packs were to be frozen. Some 
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CMOs/coilectofs showed their managerial 
skills by adopting very ingenious ways of 
making ice-packs. Raw ice melts fast but ice¬ 
packs retain their temperature much longer. 
Hence, ice-packs are used in all routine 
immunisation. One has to be careful in the 
selection of vaccine carrien. It is unfortunate 
that India still does not manufacture all the 
cold chain equipment required for the 
country' s immunisation programme although 
we boast of manufacturing sophisticated 
aircraft. 

The vaccine itself is more important than 
the vaccine carriers. In the present NIDs. by 
and large the OPV was supplied by Rcdicura 
Pharma (a private sector unn^ «nd Hafikine 
Institute (a public sector unit). In the course 
of my whirlwind visit to many PPI booths, 
I found the vaccine of Redicura Pharma not 
only short of declared do.ses (supposed to be 
20 -dose vial) but also, the aluminium cap 
was difficult to open without a sharp knife. 
How can the vaccinator open it with her/his 
finger nails? I had to help a vaccinator open 
the vial with my ball point pen with great 
difficulty. Many others who ob.scrvcd 
Redicura Pharma vials had the same story 
to narrate. Our quick assessment of the 
quantity of the do.ses in these Redicura 
Pharma vial was around IS-17 doses. If we 
allow for wastage then each vial had just 
12 to 14 doses. Manufacturers cannot take 
the vaccinators who are mostly health workers 
and anganwadi workers fora ride and blame 

BANGLADESH 


BANGLADESH celebrated the 2Sth 
anniversary of its liberation during December 
1996. It was 25 years before, that Bangladesh 
with the help of the people of India, decided 
to sever its links with Pakistan. What was 
once called East Pakistan, became the 
independent Republic of Bangladesh. Some 
of us visited Bangladesh at the invitation of 
Gonoshasthaya Kendra (GK),lhe well known 
NGO headed by Zafrullah Cliowdhury, to 
Join in their celebrations. It was also the 2Sth 
anniversary of the founding of GK. 

Bangladesh, we learn on arrival is indeed 
agog with the spirit of celebration. At least 
Dhaka is. The nation takes pains to render 
praise and tributes to its freedom flghters and 
the martyrs - something we in India seem 
to have forgotten. In this process of 
celebration, some history is being rewritten 


them for their reckless wastage. We do not 
know whether lot quality assurance sampling 
(LQAS) was done or not. Vaccine quality 
and quantity is a crucial element of such a 
vast operation like the PPI. Perhaps the GOI 
may take up the vaccine production and 
quality issue with the manufacturers. 

The high point of the NIDs were the 
massive publicity and media exposure 
provided to the event both by the press and 
the NGOs like the Rotary International. By 
now Rotary’s contribution to the polio 
eradication programme globally is well 
known. Their caps and T-shirts were popular. 
But tho.se mohallas/slum/hamlet level 
community leaders like an elderly person or 
a sarpanch or a councillor played remarkable 
roles by bringing kids on their cycles and 
on their shoulders. A final concern is that 
as children grow into adulthood, we keep 
adding ‘new stock of kids’ to the pool and 
we should not neglect the regular 
immunisation programme that is already on 
the ground. I heard some women saying “ 
‘Phoien’ polio drops have come, better give 
it before it is finished. You may not get it 
again”! The personnel of our health system 
have to educate people so that the regular 
immunisation goes on round the year and the 
goal of polio eradication is achieved. PPI 
cannot substitute the legular fixed day 
immunisation, but can at best supplement it. 
[These are the personal views of the author and 
not of his orgibisation.] 


as new historical spaces arc being legitimised. 
In India, at least Ibr the under-40 generation, 
freedom fighters are a distant memory, 
freedom itself now having been replaced 
with the painful awareness of chains of 
servitude and bondage still fe.stering. Far 
from being ’sampoorna’, our swaraj is 
woefully incomplete. 

The people of Bangladesh despite their 
much talked of poverty and repeated natural 
calamities have chosen to retain their 
memories of 1971. They wrested freedom 
with guns; and many of the gun-wicldcrs arc 
merely middle-aged now. As an Indian, I 
strainto hear any acknowledgement of India’s 
role. India’s contribution is rarely if at all 
mentioned, if only by default, by speakers 
trying to be objective. But if you are a poli¬ 
tician or one of the many in the NQO/pro¬ 


fessional circuit, striving to jump on the 
passing chance of a gTea[er political role for 
yourself, you assiduously avoid India Part 
of the problem, we discover, is also the 
identification of the Bangla elite; their 
globalising reference points are South Koiea. 
the US, China. Malaysia and Tliailand. India 
is bothersome. And anyway, whoever talks 
of one's poor cousins? Especially if they are 
people like yourselves, cacophonic, 
argumentative, cantankerous, straining to 
hold on to respectability through the figicaf 
of a fractured democracy. 

Our hosts, Gonoshasthaya Kendra, is 
typical of an NGO archetype peculiar to 
Bangladesh; big, ma.ssivc. heavily foreign 
funded, apparently unwieldy, led by one 
(and rarely two) charismatic person and trying 
to wipe the tears of its people with a giant 
handkerchief as it were. These NGO lexers 
as much as their NGOs continue to wield 
awesome reputations and extraordinary 
influence locally and in the international 
development circuit. GK for instance has led 
from the front in its advocacy of a rational 
drug policy. In fact, it is doubtful whether 
it would have happened at all but for GK 
and its leader Zafrullah Chowdhury. Some 
of us wonder the reason for the size of these 
NGOs, thc.se states within the state. 
Obviously, the problems of Bangladesh are 
big. But so arc oyrs. They have had success! ve 
governments that hardly worked. But then 
.so have ours. I.,atcr we learn that the scheduled 
.sessions on ‘NGOs - Innovators or Contrac¬ 
tors’ is cancelled because some of the big 
NGO leaders backed out at the last moment. 

Wejoin in the last week of the celebrations. 
The days are full of high-minded speeches, 
recollections of a tremulous past, and the 
evenings are devoted to .some delightful 
cultural programmes. Nobody of course 
speaks in anything except Bangla. Not for 
them the mi.scrics of translating the fervour 
of freedom in a multi-lingual .setting. Not for 
them the agonies of a single language from 
north being thrust on unwilling others. Not 
forthem al.so the doubtful Tapans, Amitsand 
Sudiptos talking about the invention and 
construction of the nation slate. Bangladesh 
is bloody real, and not an affectation of the 
mind, thank you. 

We sit through several hours and days of 
.s; sechc.s. The food is simple but well 
organised The guests, who include some 
veteran warhorses like David Werner and 
the Banerjccs (Naresh and Dehabar), are 
well taken care of. There is little if any 
distinction between white and non-white 
guests. Our hosts cook for 2,(XX) persons 
three limes a day. Freedom is a celebration 
that needs a grand gci-togethcr of staff, 
workers and their families and parents. Such 
concelebration allows you to retain memories 
of the 25th anniversary for years thereafter. 
Like the time you visited the Kumbh Mela. 


Nehruvian Temple Worship 

S Srinivasan 


The reference points for the Bangla elite are South Korea, the US, • 
China, Malaysia and Thailand. But cellular phones and modern 
‘development' projects notwithstanding, its poor are getting poorer. 
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The speeches are full of subcontinental 
pathos, of poverty, of unemployment and of 
hunger. There are of course the inevitable 
references to challenges ahead. But one 
refrain one picks up is the joy of a people 
being alive and free under their own sonar, 
golden, Bangladesh, and they are not bartering 
away their freedom for anything. Freedom 
needs a fiesta. Lest you forget, there are 
constant references to the massacres, the 
traitors, the refugees, the pogrom of the 
Hindus by the Pakistan army, and the 
suffocation of the Bangla spirit. But now wc 
stand on this, our very own ‘jonmabhoomi’, 
strains of poet Jibanando (‘he is from there, 
but was bom here’). 

An Indian friend, and a fellow guest - a 
Bengali whose family did a lot for the 
liberation - however remarks that all this is 
a chimera, and construction of a myth, that 
is necessary for the nation to survive. The 
poor do not have bread or purchasing power, 
so let them drink the wine of freedom. Let 
them be reminded of the hard times in the 
past and the glorious future. Others remind 
us that it is the same civil service that aspired 
for postings in Islamabad, that now runs the 
country. Well not really. The last remnants 
of the erstwhile Pakistan civil service are on 
their way out. But there i$ still hushed talk 
of the traitors, of those who supported the 
Pakistani army, of those who killed Mujib 
and of those who were hand in glove with 
successive presidents, all of whom were either 
removed unceremoniously or killed. Political 
correctness changes with presidents and 
prime ministers. The new bureaucrats arc as 
expert as any in selling pipe dreams. We 
were subject to the selling of the Jamuna 
bridge by a senior civil servant during a two- 
hour afternoon presentation. We later visit 
the bridge site. 

The Jamuna is a more than 9<X) km-iong 
river flowing from the north to south ot 
Bangladesh, cutting the country into two. 
The bridge being built is to be four km 
arching from bank to bank, and expected to 
cost US $ Spo million. The Jamuna itself is 
atemperamental.iftempestuous river, 10 km 
wide at places. 3-4 km wide for most part. 
Like all nature's great rivers, it refuses to 
be tamed, wildly shifting even within a space 
of 10 years, as we saw from satellite pictures. 

In the presentation of the civil .servant, the 
chief of the Jamuna Multipurpo.se Bridge 
Authority, one detects a fascination with 
figures, with what an engineering marvel it 
is going to be, how deep the piles (83 m 
incidentally and a world record) are going 
to be, and so on. Chie can see almost a 
Nehruvian temple worshipper. The 
enthusiasm of the audience matches the 
enthusiasm with which the Bhilais. the 
Bokaros. the Muckunds and the Bhakia 
Nangals were greeted. Indeed Bangladesh is 
at the Nehruvian temple stage. Itsbureaucratic 


as well as NGOelite are relatively uninhibited 
temple worshippers of the Nehruvian kind. 
The bureaucrat for instance glosses over the 
1 ,00,000 people going to be displaced by the 
Jamuna bridge. There is not a whole lot of 
sweat over jobs and livelihoods lost. 

In another session, Kcayla from Delhi 
expounds, undertime constraints, on TRIPS/ 
TRIMS/WTO and patents. His efforts to 
alertthe learned Banginaudience, that joining 
WTO and the new patents regime will dump 
the Bangladesh drug policy by the wayside, 
hardly make a ripple. The Banglagovemmcnt 
appears to be even more indifferent than the 
government of India on this issue. Who in 
the bureaucratic elite wants a rational drug 
policy anyway? And who among them would 
like tooppose the WTO and sacrifice possible 
postings? 

The final day is devoted to expositions 
about Bangladesh, the next 25 years. The 
session is chaired by Mohammed Younus of 
Gramecn Bank. Mid-way through, a speaker, 
wh'i happens to be the head of the Bangla 
equivalent of India's Mussoorie-based 
academy for administrators, prefaces his 
remarks by claiming to be an Islamic 
fundamentalist, and that is how he likes it. 



A similar proclamation in India by his 
equivalent would probably lead to his 
suspension. Or at least some flutter with the 
CAT. We sit through several versions of 
Bangladesh in the next 25 years. The session 
concludes with the eagerly awaited remarks 
of Mohammed Younus and his vision of the 
next quarter century. He talks about national 
boundaries vanishing, of computers and the 
communications revolution. Heespousesthe 
cellular phone. How every village in 
Bangiade.sh will be connected by cellular 
phones; farmers need to press a tew buttons 
only, and they will have access to the latest 
prices of commodities, etc. Mohammed 
Younus is not a dreamer. He has the reputation 
of a doer. And thanks to his vision, the first 
cellular telephones are going to be in 
operation, courtesy Grameen Bank and a 
Scandinavian telecom MNC, from March 
1997. 

As another guest who happens to be an 
activist academic remarked: “it is great to 
access the internet from my hovel in the 
village. But what is the point if my family 
has to shit outside on the ground next to my 
hut'.'”. No basic needs, never mind. Eat your 
kilobytes, bit by bit. 
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PERSPECTIVES 


Citizen as Soldier 

Girish Kamad 

Given that our armed forces have helped preserve Indian democracy 
by their strict neutrality to the political scene, it is strange that we 
today see a proliferation of political parties and philosophies that 
hold up the soldier as a model for the ordinary citizen. The citizen is 
told- that he has to be a soldier in some cause or the other: language, 
religion, state or whatever. It is ‘we’ against ‘they’. The pronouns are 
always in plural, for plurals make violence easier. 

AS a playwright I have had the good fortune Marathi. First is humour. We Kannadigas do 
to be closely associated with some of the laugh but rarely on paper. We therefore look 
most gifted people on contemporary Marathi enviously upon the tradition that gave you 

stage.Butbeyondthat.becauseofmyparenis, Gadkari, Atre, Kolhatkar, Chi Vi Joshi and 
I have always looked upon the AfaratAiA/nrya of course Pu La Deshpandc. Pu La. in fact, 
parampara as my personal heritage. My has dominated both theatre and humour and 
father had seen the original Sharada and combined these achievements with a large 
Samshay Kallol and talked about them all and generous heart. I should like to use this 
with great love. And my mother often opportunity to say what a.privilege it has 
demonstrated to us how in her teens she been for me to have known him personally, 
would twirl her padar round the tips of her The other tradition is that of committed 
fingers in imitation of Bala Gandharv - social and political thinkers of stature - 
needless to add, when no adults were Agarkar, Phule, Gokhale, Tilak, Ambedkar, 
watching! I only saw the Kannada Natak Karve - who built a fearless tradition of 
Mandalis in the post-warera when they were questioning, debate, argument, reflection, 
already in a bad shape, but they still carried and criticism. The brusque and often 
enough of the stamp of their great Marathi impatient but stimulating letters I get from 

models to excite and inspire me. my friend Sharad Patil of the Phule- 

Being at the confluence of two such Ambedkar Marxwadi Party as.sure me that 
immensely rich cultures is a very fortunate the tradition is alive and well in Marathi even 
position for any writer as the output of the today. I am aware that if I were to talk of 

great Kannada poet Da Ra Bendrc or the Maharashtra rather than of Marathi only, the 

scholar Sham Ba Joshi will prove. They list of thinkers would have to include the 

spoke Marathi at home. They were many Parsi, Gujarati, Muslim and other 

neighbours in Dharwad, and like all good intellectuals to whom this state has given 
neighbours, they quarrelled. But they birth or shelter. 

quanelled in Kannada. Historians tell us that Modern Karnataka lacks this tradition 

the Bhakti movement originated in Tamil entirely. Kannada has produced no thinkers 
Nadu, spread to Karnataka, where it produced of national stature in the last couple of 
the great Vacana literature of the Lingayat centuries. That two languages so clo.sely 
Sharanas, then flowed on to Maharashtra to related cats be so strikingly different in this 
blossom out in the works of Dnyandev (who respect calls for comment, 
wrote his Dnyaneshwari here in this region) One reason for this difference is that with 
and his colleagues, then took a U-tum to the fall ofVijayanagar. Karnataka splintered 
come back to Karnataka to inspire the into little pieces. When I examine the history 
Vaishnava saints, and then spread northwards, of Karnataka since then, I can see only one 

In religion, in literature, in the performing political thinker of consequence and that is 
arts, in thinking itself, the give-and-take Tipu Sultan. Only he, among his 
between these two languages has been so contemporaries, realised the direction in 
complexastobealmostimpossibletoanalyse. which British mercantile adventurism was 
If one were to look for contrasts, one heading. At the same time, only he made the 
would notice that the main .strength of effort to learn and apply the principles of the 
Kannada is its Epic tradition. Epics have new brand of trade, indeed, of the new 
been writteninKannadasincethe^century economic organisation, which the European 
and continue to be written today. They have powers had brought to India. And he paid 
given the language an unique robustness. the price for his perspicacity. Under the 
Conversely, there are two fields in which British, the Kannada region was arbitrarily 
a modem Kannadiga has to look up to divided into four parts. These four parts 


looked in different directions. There wasV 
little communication between them. Though V 
the court at Mysore patronised the arts and! 
helped the spread of education, it was too' 
much under the thumb of the British masters 
to encourage radical thinking. It is only since 
1956 when the four parts came together to 
form the present-day Karnataka thu a new 
intellectual energy became evident. But the 
new border has certainly weakened thew 
healthy exchange of influences between the 
two languages. 9 / 

I mention this fact to underline the point 
that a language may produce poets, writers, 
artists in isolation. But an intclleciual tradition 
needs an environment conducive to its 
growth. Thinking rarely happens in isolation. 

It needs debates, quarrels, even love affairs.! 
As the great Russian thinker M M Bakhtin ■ 
has argued, dialogue is the stuff with which ^ 
the fabric of living cultures is woven. In the 
traditional Indian philosophical debate, the 
purvapaksha was stated first: the debater had 
to first prove that he understood his rival,; 
could refute his arguments and only then 
proceed to state his own arguments. The ' 
height of intellectual activity in Karnataka I 


was reached in the era of thw Lingayat 
Sharanas who publicly debated issues of 
important: in \\vaxAnuhhavoMantapa. From 
their public discussions emerged a distinctly 
Kannada intellectual tradition as well as a 
literature which rejected traditional structures 
and s))oke of every aspect of the Sharana's 
life (spiritual, social, political) with equal 
ease. This tradition of thought simply cannot 
be separated from its literary or artistic 
manifestation. Only an art or literature rooted 
in the intellectual currents of its age can have 
such powerful relevance for the future 
generations. 

The word 'Intellectual' like so many words 
of our discourse comes to us from the west. 
So we should perhaps begin by looking at 
the history of the word. It originated in France 
at the end of the 19th century during the trial 
of Dreyfus. I hope I shall be forg'ven for 
repeating what most of you may be familiar 
with. But Dreyfus was an officer in the 
French army and he was Jewish. The Jews 
had been a conspicuous minority in Europe 
for centuries. They had refused to become 
integrated in the majority culture or get 
converted to Christianity. They imiisted on 
their separate identity. So they had been 
persecuted, segregated into ghettos, kept out 
of the educational system, indeed .rut of 
public life itself, mocked, derided or even 
killed in organised communal riou. Anti- 
Semitism was a widespread and fashionable 
prejudice. 

So when a scandal in the French army had 
to be hushed up, it was convenient for all 
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Loncemed to tte the blame around the neck 
of Dreyfus Since he belonged to a minonty 
community, it was easy to call him ami- 
national, unpatnotic and treacherous The 
public happily believed the accusations A 
tnal was held in secret and Dreyfus was 
condemned 

But a group of young French writers, 
teachers andjoumalists-including the Nobel 
Prize winni ng Anatole France - rose to defend 
Dreytus They argued that every French 
citizen was equal before the law regardless 
of his birth or religion and that the rational 
application of justice and law was more 
important to tlw health of the nation than 
catch phrases like ‘national security’ and 
‘patriotism’ They condemned religious and 
communal prejudice Emile Zola, the 
novelist, wrote his famous tract, J’Accuse, 
accusing the government and the military ot 
deliberately misleading the public ‘Thisgroup 
was called the ‘Intellectuals’ r,ol in 
admirationorflattery but, as you can imagine, 
in dension The term was meant to be a 
pejorative label for the young men’s lack ot 
national pnde The government even issued 
a warrant of arrest against Zola, who saved 
himself by escaping to England 

But as a result of this agitation, Dreyfus 
was ie*tned, exonerated of the charges against 
him and reinstated in the army with honours 
And France, which until then had Chnstianity 
as the state religion, became a secular state 
The state and the church separated 

’This bnef story clearly shows how the 
word ‘Intellectual’ isinextncably bound with 
concepts ot equality and scculansm To an 
‘Intellectual’, a person in any circumstance 
IS First and toremost a human being, an 
indi vidual It* s immaterial to what community 
or class he belongs 

What place such a conviction has in our 
society IS a question that must exercise us 
all 

India IS a democracy We have one ot the 
best Constitutions in the world Alter half 
a century of independence, we can say with 
pnde that, except for the two shameful years 
of the emergency, the country has been ruled 
by the elected representatives of the people 
We have to rejoice that at least in pnnciple 
we accept the nght of every citizen to think 
tor himself, persuade others of his opinion, 
and to live the kind ot life he sees as the good 
one 

For this slate ot affairs we must also give 
credit to our armed forces For so many of 
our neighbours Pakistan. Bangladesh, 
Myanmar, have demonstrated to us that a 
military, rule can only be more disastrous 
than the chaos ot democracy 

Given that our armed forces have helped 
preserve Indian democracy by their smet 
neutrality to the political scene, it is strange 
that we today see a prolitetation of political 
parties and philosophies that hold up the 


soldier as a model for the ordinary citizen 
’The citizen is told he has to be a ‘soldier’ 
- in some cause or other language, religion, 
stateorwhatever Andweseeciuzensdrcssed 
up in uniforms marching up and down the 
streets like protessional soldiers What is the 
reason for the attraction ot this martial role'' 

The answer normally given is that we need 
discipline our society needs disapline We 
have become too lax, too directionless 

But then it’s not only the soldier who has 
to have disapline 'The scientist, the architect, 
the tarmer - they all need to have discipline 
So what IS so special about the soldier*' 

The answer is a soldier does not think 
He IS not expected to think ’The musician 
the housewife, the engineer - they all need 
discipline so that their thought can be made 
productive Butasoldierisdisciplined keeps 
himself fit and in readiness - only so that 
he can carry out orders given by others He 
lets someone else think for him 

In a situation of warfare tor which the 
professional soldier is trained this *not 
thinking’ may make perfect sense If every 
soldier on the battlcfleld started thinking for 
himself and acting on his independent 
decisions, it may be argued, he would 
endanger his own life and the lives of hts 
colleagues 'The entire operation would be 
in jeopardy 

But here we are talking of lite in an open, 
democratic society And democracy requires 
every citizen to think tor himsell or herself 
This IS why we argue that the prime 
responsibility of a democratic government 
IS to provide education tor all - so the citizens 
can learn to think logically, clearly 
independently Each one of us has a vote so 
that we can weigh the factors before casting 
It We can change even the pnme minister 
pull down the party in power A citizen is 
empowered as a thinking member of the 
society 

The model of a soldier negates this basic 
democratic responsibility of acitizen A man 
puts on his uniform so he can look lute 
everyone else in that unilorm When he 
marches, he tnes to move precisely in step 
with everyone else He ceases to be an 
individual He becomes part of a machine 
In fact, he becomes a machine He does not 
talk He responds only to orders ‘Theirs not 
to reason why there’s but to do and die’ as 
Tennyson wrote in a poem which was about 
one of the most stupid military disasters ot 
his lifetime 

Language becomes a push-button exercise 
Push one button the platoon stops Push 
another it salutes Push a third It starts 
marching in perfect unison 

Each person is blissfully free of the 
responsibility to use his own language 
meaningfully K in a democratic society 
which offers each one of us a chance to 
develop our own individual personality and 


our own judgments, there are people who 
prefer to avoid being human beings and 
would rather be machines, something is surely 
amiss' 

The psychological advantage fortheatizen 
of acting as a soldier is that it absolves him 
ot all responsibility - particularly in social 
life As the Existentialist philosophers kept 
reminding us, my greatest asset as a human 
being IS my freedom to chrxise I create my 
own moral values As the great saint poet 
Basavanna said What point is there in 
bahirang (external) action if there is no 
conviction in the aniatang (within)’' If as a 
citizen, I’m told to slap my neighbour. I'll 
ask why I should do such a thing I’ll say, 
“Convince me” But when I become a soldier 
I’ll beat, burn or destroy it that’s what I’m 
ordered to do, even though I may know that 
the neighbour is innocent As so many Nazis 
said at the end of second world war regardi ng 
their pan in the Holocaust, ‘Those were our 
orders’ 

It’s not just the orders that are made of 
push-button words ’Theentiie mental process 
IS worked out in terms of them It’s ‘we’ 
against ‘they’ Don t even ask it ‘we’ are 
nght We are always nght They’arc always 
wrong, so ‘they’ should be punished and 
made to accept our terms of thought Who 
then arc this ‘they”' The interesting thing is 
that this space is always vacant and capacious 
All those whodisagrec with us’can be made 
to fit in there 

The pronouns are always in plural for 
plurals make public violence easier 

We know that an economy that depends 
upon the production of armaments needs to 
create wars so that opportunities can be 
created tor the utilisation of then products 
The civilian soldier too needs to be similarly 
utilised Since these soldiers will never go 
to war with an outside enemy an inner enemy 
has to be found and enses have to be created 
within one’s society Smaller social groups 
which arc in no position todelend themselves 
become the targets 

As wc know violence rarely vanishct It 
grows, seeks new outlets new enemies And 
because as we have seen the basic pnnciple 
ot any militaristic philosophy is the 
suspension of all thinking those who dare 
to think become the ultimate enemy ‘They’ 
arc different and should be disciplined 

A tyranny can face another tyranny It can 
handle brute force But it cannot tackle 
thought or creativity which resists control 
Inevitably therefore the violence which was 
justified by pointing to an outside enemy 
gradually turns against its own people and 
ends up by trying to chastise its own 
minorities, anyone who wants to be different, 
and finally its journalisU, waters, artists 
thinkers 

Field Marshal Hermann Goenng, the head 
of Hitler’s secret police, once said ‘When 
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I hear the word ‘culture’, I reach for my 
Browning”. By Browning he did not mean 
the English poet but a brand of revolver. 
Goering quite correctly understood that a 
rich, energetic cultural scene will oppose and 
mock tyranny. Hitler, Stalin, Mao - it’s the 
same tale - a nuclear bomb in the possession 
of an enemy is less dangerous than a sketch 
drawn by an artist in your own society. He 
is the mote immediate enemy. 

Gurudev Rabindranath Tagore has a 
beautiful poem 

Where the mind is without fear 
and the head is held high; 
where knowledge is free; 

Where the world has not been broken up 
into fragments by narrow domestic walls; 
Where words come out from the depth 
of truth; 

Where tireless striving stretches iu arms 
towards perfection; 

Where die clear stream of reason 
has not lost its way 
into the dreary of desert sund of dead 
habit: 

Where the mind is led forward by thee 
into ever widening thought and action 
Into that heaven of freedom, my Father, 
let my country awake 
This poem was written during the British 
regime. But the British didn’t object to it. 
But do you know when it got into trouble? 
During the emergency, when newspapers 
were not allowed to publish it. It was 
dangerous. It was also during theemcrgcncy, 
that a whole gathering of film-makers 
including Satyajit Ray. Hrishikesh 
Mukherjec, Shyam Bencgal and I was told 
by the ministry of information and 
broadcasting that there were no known cases 
of atrocities against the dalits or women in 
India. We were a tolerant society. So film¬ 
makers should keep off those subjects. 

Since a soldier’s philosophy is that of 
obedience and his leader's philosophy that 
of power, Che military mentality, entangled 
in politics, seeks to justify itself by using 
what is sacred or emotionally close to the 
people: our history, our religion, our 
language. 

What then is the future of our culture? 
Ancient Greece provides us with twodistinct 
models of political organisation: the states 
of Sparta and Athens. Every citizen in Sparta 
was brought up to be a soldier. Separated 
from his family in his childhood, he was 
relentlessly drilled by the state to become 
a warrior. In Athens, citizens fought wars, 
certainly, and bravely, when their country 
was in danger. But in normal times, they 
lived in an open, democratic society, in which 
every citizen had a responsible, public 
position and public debates were held to 
solve major issues. 

Today we admire Athens for the glonous 
architecture it produced, its philosophers, its 


historians, its dramatists, Sparta simply 
disappeared. It left nothing in its wake. 

StKial tyranny, after destroying all its 
targets, can only turn on itself. It's like a 
dragon that has nothing left to eat but itself. 
So it consumes itself. 

Let me conclude with a parable which the 
film-maker Mrinal Sen told me. He got the 
story from a book by Charlie Chaplin. 

A political prisoner was condemned to 
death and a firing squad was standing ready 
to execute him. (As you know, a firing squad 
consists of about 10 people, .so that no single 
soldier need feel personally responsible for 
the deed.) 

But there was hope of reprieve, so the 
officer in charge of the firing squad was 
eagerly waiting for a messenger to bring the 
orders for pardon. But no messenger arrived. 

At the appointed hour, the officer gave the 
order: ‘Ready’. And the firing squad, like 
a well-oiled machine, got their rifics ready. 

The officer gave the next order: ‘Aim’. 
And the firing .squad like a well-oiled 
machine, took aim. 

When suddenly, a rider was seen on the 
horizon, desperately waving the orders for 
pardon. 


Elated at his arrival, the officer shouted: 
Halt!’ 

And the firing squad, like a well-oiled 
machine, fired. 

'This is not a mere parable. If we arc not 
careful, this could be an accurate picture of 
society in future. 

(This anicle is the text, with the omission of a 
few tnlroduciory lenuirks. of Ihe author's inaugural 
lecluie at Ihe 70th All-India Marathi Literary 
Conference ai Ahmednagor on January .1. 1997. 
Girish Kamnd adds in a teller; “At Ahmednagor, 
the immediate background of Die Pu La Deshponde- 
Bal Thackeray coniroversy created fur my speech 
a very specific context, further sharpened by ihe 
fact that I spoke in Marathi and ‘sainik’. the 
Marathi for soldier, has come to mean only Shiv 
Sainik in Mahancshira today. But I had meant to 
draw attention to a much more pervasive danger 
- not mere goondaisin bul Ihe ideological 
glorification of the role iiwdct of the soldier for 
the civilian which has been figuring so 
conspicuously in recent political discourse in our 
country. In fact, this lecture was based on a more 
inlormul speech I gave at ameeting of the Karnataka 
Sahitya Academy, chaired by Baragur' 
Ranmchandra, some three years ago. The response 
to my speech in Tarun fiJHinrr (January 12,1997) 
shows that ihe RSS al least did nut miss my 
point.”! 
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The Centre for Enquiry into Health and Allied Themes (CEHAT), is a non¬ 
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REVIEWS 


Close Questioning 

Madhura Swaminathan 

Review of the Indian Economy 1947>92, Volume 2. Population, Poverty and 
Employment by V M Dandekar; Sage Publications, 1996; pp 40S, Rs 37S. 


THIS is a collection of essays written by the 
late V M Dandekar over the last 40 years; 
most of the essays were revised and updated 
in preparation for this volume. The papers 
ate organised under the three broad themes 
of population and education, poverty, and 
employment. 

The first section has two essays on 
population and fhmily planning and one on 
education. The first is on the hi.story of fami ly 
planning policy and it is a useful 
documentation of the changes in family 
planning administration and policies from 
the First Plan to the Eighth Plan. The second 
essay is on family planning performance. On 
examining the data on birth rates statewise, 
using Sample Registration Surveys, for the 
two periods 1970-78 and 1979-90, Dandekar 
finds that the rale of decline in the birth rate 
is lower in the second period in a majority 
of states. This is matter of concern and calls 
for further investigation. 

Dandekar also documents the changes in 
contraceptive use over the same period and 
estimates the proportion of eligible couples 
who arc “currently and effectively protccicd". 
(To c.stimatc currently protected couples, he 
cumulates annual performance over the 
period and adjusts for attrition, that is for 
couples exiting the reproductive age group 
of ISto44 years hecuascof aging or mortality. 
As all contraceptives do not give full 
protection, this estimate is also adjusted for 
to arrive at ‘effective’ protection.) The 
proportion of eligible couples currently and 
effectively protected was 10.4 per cent in 
1970-71.22.8 percent in 1980-81 and 44.1 
per cent in 1990-91. Sterilisation was the 
main contributor to protection during the 
1970s, and the contribution of other 
contraceptives increa.scd during the 1980s. 
Next, the statewise expenditure on family 
planning programmes is examined and this 
is related to the number of births averted, 
that is the number of births that would 
have occurred to a cohort of acceptors. 
The worrying finding here is that the cost 
per birth averted increased irom Rs 290 in 
1980-81 to Rs 870 in 1989-90. After adjust¬ 
ing for inflation using the GDP deflator, 
the real rise in cost was of the order of 147 
per cent. 

Many readers may be surprised by 
Dandekar's views on education (chapter 3). 


Dandekar begins by charting India's lailure 
on the literacy front over the last 40 years. 
TIk reason for this failure, according to him, 
is “that a disproportionately large and 
increasing part of the available resources, 
both public and private,... [is] .spent on higher 
education than on primary education" (p73). 
I think this portion needs close examination. 
Among the many factors underlying the 
failure to improve literacy - they include 
entrenched caste and gender discriminations 
- is that of inadequate resources. However, 
a mere redistribution of existing resource 
allocation from higher education to primary 
education is unlikely to solve the problem. 
Even a conservati veestimateof the minimum 
expenditure required to school all children 
in the 6 to 11 age group shows that we do 
require a major increa.se in resources allocated 
to primary education. At present, about 3.7 
per cent of GDP is spent on education. Our 
estimates suggest that around 3 per cent of 
GDP would have to be spent on primary 
education alone to ensure universal primary 
schooling.' Without an increase in total 
expenditure on education, this allocation is 
not feasible as the public sector has some 
responsibility for secondary and higher 
education too. What is needed is both a big 
increa.se in total expenditure on education, 
and a rise in the share of primary education 
in that total. 

In a section on the reform of higher 
education, Dandekar argues, quoting from 
Adam Smith, that competition is essential 
for survivaland.suggests that higher education 
in India be ruled by market forces. The 
present system of “security from cradle to 
grave” provides no incentive for “effort and 
diligence on the part of teachers” (p 82). 
According to him, the present system is run 
for the benefit of teachers and not students. 
The reforms he suggests are that (a) salaries 
be made only a small part of the total 
emoluments of teachers, (b) that students be 
left to choose colleges and within them 
teachers, and (c) that students bear the full 
cost of education. In concrete terms, Dandekar 
proposes a freeze on public assistance to 
higher education. Dandekar admits that in 
the system he proposes “only those subjects 
and courses of economic value will survive 
and thrive” (p 91). It is ironic that in such 
a system there may be little support for those 


engaged in the study of poverty and 
unemployment, subjects to which Dandekar 
himself dedicated much of his professional 
life. 

While some public resources can be saved 
in the short run by withdrawing support for 
higher education, in the long nin the ^sence 
of non-profit making centres of higher 
learning and excellence will deeply affect 
society and the economy. Dandekar tends to 
take an instrumental viewofhighereducation 
and gives less importance to the intrinsic 
value of education. India has made a big 
public investment in, for example, basic 
research in agriculture and this has resulted 
in both a strong research base in the country 
as well as in benefits to cultivators and the 
economy. A reliance on market forces is 
uni ikely to have produced the same outcomes. 
There is little incentive for private investors, 
for example, to support research on dryland 
crops. 

The second .section of the book, chapters 
4 to 6, gives a detailed and meticulous analysis 
of poverty as measured by data on consumer 
expenditure. Chapter 4 examines data from 
the Agricultural Labour Enquiry (ALE) of 
19SO-5I. Dandekar first identifies thr 
proportion of the agricultural labour 
population in different regions with annual 
expenditure per consumer unit that is less 
than required to meet the daily calorie norm 
of 2,812.5 calories. At I9S0-S1 prices, this 
norm was Rs 225. By this criterion, 95.8 per 
cent of the agricultural labour population 
lived on “diets inadequate even in respect 
of calories” (p 144). A useful exercise follows. 
First, he estimates the difference between 
current expenditure and the “desired 
minimum” expenditure, that is. the 
expenditure if every family spent Rs 200 per 
consumer unit. At the all-India level, this 
difference amounts to Rs 460 crore. Next, 
he asks whether this additional income could 
be earned if all earners in a family worked 
for 365 days at the going wage. At the all- 
India level, the additional income would 
amount to Rs 436 crore, and thus 95 per cent 
of the shortfall could be met by generat¬ 
ing year-round employment. This analysis 
brings out both the dimension of ex¬ 
penditure-poverty and the scale of employ¬ 
ment required to raise incomes up to the 
poverty line level. 

In chapter 5, there is a careful and critical 
analysis of different rounds of National 
Sample Survey (NSS) data. As these data 
form the backbone of much analysis on the 
state of poverty and unemployment, it is 
important to assess the quality of the data. 
Dandekar rightly makes the point that the 
“sharpening of tools [has been] 
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dispropoitionate to the quality of data being 
us^” (p 178). For example to conveit data 
on Individuals into consumer units according 
to age and sex, the 26th round of the NSS 
identified 12 age groups. By contrast, the 
ALE used only four age categories (Lusk's 
coefficients). Is the former level of 
sophistication justified? Dandekar thinks it 
is not. Dandekar also questions the use of 
the 28th round (1973-74) as the base year 
for the identification of a poverty line by the 
Planning Commission’s Task Force. The 
sample size was relatively small in this round 
(15,467 rural households and 7,881 urban 
households) and the coverage was nine 
months rather than a year. These data were 
further disaggregated to construct state- 
specific poverty lines. In comparison, the 
27th round had a sample of 72,270 rural and 
52,820 urban households. As the estimates 
of poverty do depend on the choice of the 


IN the public mind bureaucrats today occupy 
a place only slightly higher than politicians. 
The press and the public are united in the 
belief that these two arms of the executive 
collude to share the spoils of office and 
harass ordinary people. Figures are tossed 
around and assumptions made that mo.st civil 
servants are dishonest and incompetent. But 
those who have lived through the pressures 
of administrative life are aware of the plight 
of capable and honest civil servants caught 
in the toils of unprincipled politics. Their 
travails aie rarely recognised, for bureaucrats 
are expected to be seen and not heard. When 
people like Khairnar or Alphonse go public 
with theirexperiences and opinions andevoke 
sympathy, bureaucratic dogma is that they 
have no right to talk while still working for 
the government. Those who opt out and 
write their memoirs are however often 
castigated for not having spoken up while 
in service. 

The dilemma is difficult to resolve for the 
bureaucrat as well as for the larger public 
interest. Isn’t it better for an honest public 
servant to continue in the system enduring 
its trials and indignities and do his best to 
improve it? Or is it mute desirable for him 
to leave and expose the corruption and 
venality? Those who have chosen the latter 
course have not often made the impact that 
they should have. Rir even when the murky 
happenings in the corridors of power are 
brought to light, few care to understand how 


base year, the use of the 28th round is 
unsatisfactory. 

The last section of the book has a set of 
papers on employment. They deal with the 
choice of techniques (chapter 8), planning 
for employment (chapters 9 and 11), and the 
measurement of unemployment and 
underemployment with reference to the NSS 
surveys (chapter 10). 

To conclude, this volume brings together 
some known and some less known writings 
of the late V M Dandekar. A notable feature 
of most essays is a careful and systematic 
analysis of empirical matenal, a feature 
characteristic of Dandekar’s work. 

Note 

I SeeVKRainachandran.VRawalandMadhura 
Swoininathan, ‘Invesiment Caps in Primary 
Education: A Stalcwise Study’, Economic and 
Political Weekly, January 4-11, 1997. 


decisions are made or responsibility 
exercised. 

These reflections were prompted by 
Madhav Godbolc's recently-published 
autobiography. His reminiscences following 
in the wake of the memoirs of N K Singh 
(the upright CBI officer who arre.stcd Indira 
Gandhi and was victimised by prime minister 
Chandrashekhar for his revelations against 
Chandraswami) icconstnict insliocking detail 
the goings-on in government and reveal the 
helplessness of committed, honest and 
capable bureaucrats. 

Godbole’s story is not the run of the mill 
tale of subdiviiiional, district and secretariat 
li fe of mo.st retired civil servants. This is both 
because of hi j close association with several 
crucial public happenings throughout a 
successful career (culminating in the 
Ayodhya incident of December 1992) 
as well as because of his effective 
narrative style that evokes a total picture of 
various incidents. 

The topicality of Godbole's subject matter 
comes from his involvement at different 
points of an illustrious career with many 
areas which are at the centre of public interest 
today. Alter a long tenure with both the 
Chavans, Godbole was associated with the 
powersector(aschairmanoftheMaharashtra 
Electricity Board), finance department (as 
finance secretary of Mahaiashtra), urban 
development and petroleum ministries in 
Delhi and the Babri masjid episode (as union 


home secretary). Each area isexplosi vc front¬ 
page news today. This fact alone should 
make his autobiography compu''-; ve reading 
for all tho.sc concerned with contemporary 
affairs. 

Godbole’s treatment of his past is neither 
dry as dust nor pedantic, especallv when he 
speaks of the events leading to the fateful 
Dccembcrb, 1992. In dealing with his subject, 
he avoids the pompous first person singular, 
a popular failing of civil servants. Instead, 
he packs his experiences with a fully 
researched picture of the event or sector so 
that its immediacy and complexity are 
realised. An innate sense of truthfulness also 
leads him to confess the occasions on which 
his judgment or understanding were at fault. 
All this makes his story extremely readable; 
it is particularly riveting when he speaks of 
the events that led to the destruction of the 
Babri masjid. 

Godbole approached each of his tasks with 
a clear vision of what should and could he 
achieved. 'These qualities are the hallmarks’ 
of an effective leader and manager. What is 
most impressive is hi.s scrupulous honesty 
in public life, which is revealed in little 
touches throughout the narrative, as for 
example when he describes the several 
aborted attempts to obtain decent 
accommodation during the many transfers 
of his carc&r. His record contradicts the 
publicly perceived image of today’s 
bureaucrat as un.scrupulous and self-seeking. 
And his personal integrity led him on two 
occasions to even offer his resignation when 
he felt himiiclf unfairly attacked although he 
was doing the right thing. 

It is fascinating to tollow the initiatives 
of Godbole to encourage private .sector 
participation in the power sector a decade 
before the idea was widely accepted. As 
finance secretary of Maharashtra, his focus 
on subsidies, returns on investment in public 
sector undertakings and zero base budgeting 
anticipated the measures that were taken 
much later when liberalisation ofthe economy 
became popular. In almost every job, his 
approach was innovative and farseeing. 

Godbole’s later career was spent in 
departments which have since become highly 
controversial. His despairing description of 
the goings-on in house allotments (even 
before the scandalous tenure of Sheila Kaul) 
is in tune with the recent findings of the 
Supreme Court. When he talks of his battle 
as petroleum .secretary to replenish the (Ml 
Pool Account which was being appro¬ 
priated to reduce the budget deficit of the 
central govemmeitk or of his attempt to 
regulate the investment decisions of the 
mammoth PSUs under the ministry, we 
discover that the subsequent oil price bikes 
could have been controlled and the ONGC 
scam averted. 


Pains of Office 

RV 

Unfinished Innings: Recollections and Reflerlions of a Civil Servant by Madhav 
Godbole; Orient Longmans, Hyderabad, 1996; pp xviii + 460, Rs 400. 
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Hie central port of the book concerning 
the incidents that led to his retiring after an 
unfinished innings is the Babri masjid 
episode. Nowhere does Godbole write with 
greater conviction or passion. At last what 
was happening withiA the government 
unfolds in painful detail. We learn bow 
politicians and bureaucrats pursued their 
personal agendas and took or delayed 
decisions .so that the destruction of the mosque 
and of secular India became inevitable. This 
portion of the memoir deserves to be widely 
publicised and discussed. Those exposed by 
Godbole should be required to answer his 
charges and the conspiracy of silence around 
the destruction broken. 

Many of the mysteries connected with the 
December 6 episode are resolved at last in 
Godbole’s reminiscences. What were the 
central government's plans to protect the 
masjid? Why was the mob allowed to gather 
at .Ayodhya despite prior notice? Why did 
the authorities not act to prevent the 
destruction of the mosque on that fateful 
day? What transpired at the decision-making 
levels on and after the 6th? What was the 
BJP’s line before and after the destruction? 


These questions are answered in Godbole’s 
meticulous recital of the sequence of events 
and his description of the behaviour of 
different individuals. The damage control 
exercise of the ruling party included 
sacrificing the upright home secretary. But 
hardly anybody was fooled. As press reports 
of the time indicate, Godbolc’s principled 
resignation was widely .seen as an attempt 
by politicians to cover their tracks. 

Godbole's and N K .Singh’s experiences 
are repeated throughout the executive in 
incidents of lesser significance. Tales of the 
travails of hone.st administrators can be 
multiplied many times. But, as Godbole has 
pointed out, there is no avenue for ledressal; 
the judiciary has repeatedly upheld the 
unlimited power of the political executive 
to shuffle civil servants (the judgment in 
N K Singh’s case is the latest of such 
depressing judgments), the press knows little 
and can be told even less (what with our 
antiquated Official Secrets Act and Conduct 
Rules) and there is no scope for collective 
action. Unless safeguards are developed to 
shelter courageous individuals like Godbole 
and Singh, we will continue to helplessly 


read about dishonest and anti-national actions 
within the government months after they 
happen without being ever able to prevent 
them. 

Godbole complains of the indifference of 
sevice associations in protecting their 
members from unjust treatment. Collective 
action, to be effective, requires the continu¬ 
ing commitment of individuals. Today, 
however, it is initiated in a sporadic manner 
at moments of crisis. Many civil servants 
ignore the need to publicly support wronged 
colleagues and turn to the association and 
accuse it of inaction when they suffer the 
same fate. Such behaviour can ha^ly produce 
an effective mouthpiece that is heard and 
respected. 

And for the bureaucracy as a whole, the 
larger question remains. Should a civil 
servant’s moral responsibility be restricted 
to the narrow canvas of his official task alone 
or should he as an important participant in 
executive decision-making also be sensitive 
to the legitimacy of the political sy.stcm and 
its ideology? Unless this issue is faced, we 
cannot hope to radically alter public 
perceptions about the bureaucracy. 
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SPECIAL ARTICLE 


Changing Composition of Employment 

in Tertiary Sector 

A Cross-Country Analysis 


B B Bhattacharya 
Arup Mitra 

A large number of countries all over the world - mostly developing and some industrial - are at present 
implementing stabilisation and structural adjustment programmes. Deregulation and more particularly globalisation 
in many of these countries are likely to enhance the share of foreign trade in the economy. The domestic production 
structure is also likely to undergo radical change in the process of deregulation. All these would have a significant 
effect on the employment structure. The authors’ empirical results suggest that these will affect not only the overall 
share of the tertiary sector in total employment but will also change the employment structure. The implications 
of these changes deserve careful analysis. 


1 

Introduction 

TERTIARY sector accounts for a 
considerably large percentage of employment 
not only in the developed but in the urban 
areas of the developing nations also. In some 
of the developing countries rapid growth of 
employment in this sector is accompanied 
by a perceptible decline in the growth rate 
of manufacturing sector workforce. This 
process can be explained in terms of (a) a 
structural shift in production behaviour 
towards the tertiary sector, and (b) increasi ng 
specialisation leading to a shift of tertiary 
type activities in the manufacturing sector 
to the tertiary sector proper. Similarly trade 
openness resulting from globalisation may 
also promote the employment growth in tte 
tertiary sector and affect its composition. 

The purpose of this paper is to analyse the 
nature of transformation of employment in 
the tertiary sector in relation to economic 
development and trade openness. The cross- 
country evidence on tertiary sector 
employment by industrial and occupational 
classification, published by the ILO (1992) 
is utilised for this purpose. The growth is 
defined both in a narrow sense (GNP per 
capita) and a wider sense (Human 
Development Inctex, HDI). Section 11 reviews 
some of the studies on tertiary sector 
employment and lists alternative hypotheses 
explaining its growth and structural change. 
Section III examines the nature of data on 
tertiary sector employment across countries 
and its relative size and composition in 
poor, middle and rich countries. Section IV 
presents and analyses the cross-section re¬ 
sults on tertiary sector employment. The 
broad findings are summarised in the last 
section. 


II 

Alternative Hypotheses 

That a large percentage of workforce 
particularly in the developing countries is 
loca'ui in tertiary activities is attributed to 
a lack of employment opportunities in 
manufacturing or agriculture resulting from 
labour saving technological change, factor 
market imperfections and rapid increases in 
the labour force [Meier 1970]. It is also 
occasionally argued that only a small 
proportion of tertiary employment in the less 
developed countries is a function of the 
income elasticity of ctemand for services, 
and a large majority of it is believed to be 
a manifestation of excess supplies of labour 
relative to demand. In other words, every 
supply of labour is taken to create its own 
employment in this sector by sharing out a 
given amount of work [Bhalla 1970]. 
Although this appears to be one of the extreme 
views there is no doubt as Udall (1976) 
points out, that the demand for service 
employment is usually taken in the literature 
to be relatively elastic (with respect to price). 
He, however, cites evidence from Bogota 
labour market to refutethis view and suggests 
that service employment is not necessarily 
a reflection of excess supplies of labour in 
the urban job market. On the other hand, 
Udall (1976) lends support to Kuznets (1966) 
and Galenson (1963) in suggesting a shift 
in the demand for labour in the long run 
toward the tertiary sector. According to 
Kuznets (1966), with economic development 
the share of tertiary employment in the labour 
force increases mainly because of slow 
^wth of technical progress in services, a 
high income elasticity of demand for some 
of the tertiary activities and increasing 
urbanisation resulting in rise in the demand 


for services like transport and distribution. 
Besides, the increasing role of government 
in implementing the objectives of growth, 
employment generation and poverty 
amelioration, the historical role of the urban' 
middle class in wholesale trade and 
distribution and the demonstration effect ini 
developing countries creating demand' 
patterns sjmilar to those of high income' 
countries have been highlighted to justify the' 
dominance of the tertiary sector in the recent | 
period [Panchmukhi, Nambiar and Mehta! 
1986]. Galenson (1963), in addition, viewed.! 
that increases in manufacturing activity lead 
to a rise in tertiary employment as income 
growth originating from the expansion of 
manufacturing activity raises the 
consumption of services and also the demand 
for service inputs into manufacturing. On the 
whole, the growth of employment in tertiary 
activities is viewed mainly fromtwodifferent 
angles: (a) treating it primarily as a ‘supply 
push’ phenomenon, and (b) rationalising its 
growth in terms of ‘demand induced’ 
hypothesis. 

It is quite evident from the literature that 
the tertiary sector comprises of highly 
heterogeneous jobs which responds 
differentially to demand and supply factors. 
Moreover, the degree of responsiveness to 
a particular set of factors also varies 
depending upon the nature of jobs within the 
tertiary sector. Greenfield (1966), for 
example, by dividing the services into 
consumer and producer categories, noted 
that ‘producer’ services grow as industrial 
corporations in order to reduce their costs 
and use the knowledge of the experts shift 
some of the tasks previously performed by 
them, to the producer service firms. Thus, 
in a growing economy, with increuing 
specialisation and capital accumulation, the 
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I demand for producer services is expected to 
rise. Similarly, with a shift to a predominantly 
service economy the service organisations 
in various countries have become large users 
of information technology, and this has given 
rise to a large demand for service functions 
allied to the operation of the computer 
hardware [Elfring 1989], On the other hand, 
rising female labour force participation rate 
isexpected to havcapositiveeffect on tertiary 
sector employment since women workers 
prefer tertiary type employment, or, in other 
words this sector is more conducive to the 
absorption of female labour entering the Job 
market (Warren and Gilroy 1976. Wheat 
1977J. 

The relationship between workforce 
participation rate and tertiary sector 
employment share has, however, been 
subjected to much debate and discussion; for 
details one may refer to the studies by 
Thompsem and Black (1975), Mitra (1992) 
and Nord (1989). In particular, as Fuchs 
(1980) and Gnibel (1987) argued, with rising 
female labour force participation rate the 
demand for personal services grows since 
employed women spend a higher proportion 
of their income on services which they 
themselves would have rendered within the 
household had they not been employed. 
Similarly, with certain demographicchanges, 
like population aging, the purchase of 
personal services shows an increasing 
tendency [Silver 1987]. All this tends to 
suggest that different components of the 
tertiary sector draw theirgrowth stimuli from 
different sets of factors, and it would 
therefore, be quite inappropriate to merge all 
these components in one single category. 
Realising the importance of this very fact. 
Elfring (1989) studied in detail the service 
sector employment in seven OECD countries 
under four broad categories; (a) the producer 
services (defined as activities whose output 
is purchased mainly by enterprises or, in 
other words, which are intennediate or 
auxiliary to the production process in other 
activities), (b) the distributive services (those 
which involve the distribution of 
commodities and information and 
iransponalion of persons), (c) the personal 
services (which cover hotels, bars and 
restaurants, recreation and amusements, and 
domestic services, repair services, barber 
and beauty services, laundry and cleaning 
services and miscellaneous personal 
services), and (d) the social services (provided 
largely by government, non-profit 
organisations, private businesses and 
professions). 

Ill 

Structure of Tertiary Employment 

Keeping in view its diversified nature the 
present study proposes to analyse the tertiary 
sector employment at a disaggregated level 


in developing and developed countries across 
the globe. We are, however, severely 
constrained by the data available to us. The 
intettoational sources are not adequate for 
attaining such a level of disaggregation as 
done by BIfring (1989). (He, in fact, 
supplemented the international sources with 
the national sources for the seven OECD 
countries for delineating the tertiary sector 
employment into four categories.) We have, 
however, made an attempt in an indirect 
manner to arrive at the disaggregated 
estimates of tertiary sector employment. 

The International Labour Office (ILO) in 
its Year Book of Labour Statistics, 1992, 
provides data on industrial classification of 
labour force, cross-classified by the 
occupational categories. The mqjor industry 
divisions comprising of the total tertiary 
sector are: (i) wholesale, retail trade, hotels 
and restaurants (here after TIEL); (ii) 
transport storage and communication 
(T2EL); (iii) financing, insurance, real estate 
and business services (T3EL); and (iv) 
community, social and personal services 
(T4EL). 

It may be noted that the workers in a 
particular industry division do not carry out 
a single type of activity. For example not all 
the workers in agriculture and manufacturing 
sectors areengaged in commodity production. 
Similarly, the tertiary sector workers can 
also be decomposed up into vuriou' categ< Ties 
depending upon the nature of ao'ivities ihey 
perform. The cross-classification of the 
workers by industry divisions and occupation 
classes enables us to delineate the tertiary 
sector workers into various broad categories 
formulated by grouping some of the major 
occupation classes. 

The occupational clas.ses are combined 
into four major groups: (a) ‘bureaucratic 
services’ (here alter BTEL), defined to include 
professionals, technical and related workers; 
administrative and managerial workers; and 


clerical and related workers; (b) distributive 
services (DTEL) which includes all sales 
workers; (c) 'consumer services'(CTBL) 
which corresponds to the service workers; 
and (d) ‘producers services’(PTEL) 
comprisingof workers engaged in agriculture, 
animal husbandry and forestry; fisher men 
and hunters; production and related workers, 
transport equipment operators and labourers 
in the tertiary sector. This classification of 
tertiary sector employment is different from 
that of Elfring’s (1989). Although this kind 
of classification does not adequately represent 
the differential behaviour of various types 
of tertiary employment, this at least, envies 
us to discern some of the broad features of 
the tertiary sector employment at the 
disaggregated level. 

Table I presents the proportion of 
employment in different categories in tertiary 
sector to total labour force in poor (defined 
as per capita GNP of equal to or less than 
$1,000), middle income (per capita GNP 
between $1,000 and $10,000) and rich (per 
capitaGNP above $10,000) countries during 
the 1980s. The sample consists of 48 countries 
of which 10 arc pour, 21 middle income and 
remaining 17 are rich. The detailed informa¬ 
tion on tertiary sectoremploymeni is available 
in the ILO Year Book of Labour StaiLtlics 
(1992). The data mostly correspond to late 
1980s. The data on per capita income (in US 
dollars) and the percentage share of trade in 
GNP are taken from the World Bank, The 
World Tables 1993. The data on Human De¬ 
velopment Index (base KX)) arc taken from 
UNDP, Human Development Report 1993. 

It may be seen that the percentage share 
of tertiary sector in total labour force tends 
to increase with development. The average 
size corresponding to the rich countries is 
almost twice the size located in the case ot 
poor countries. In rich countries, the tertiary 
sector accounts for more than three-fifths of 
the total employment. 


TABLb I: RSLAIIVb SHARES OF EMPLOYMElrT IN DIFFERENT COMPONENTS IN THE TERTIARY SECTOR 
(As percentage of tola) labour force) 



Poor 

Middle 

Rich 

Total Tertiary Employment (TTEL) 

31.13 

47.74 

62.27 

Industry Divisions 

Wholesale, re'ail trade, hotels and restaurants (TIEL) 

11.14 

16.35 

18.10 

Transport, storage and communication (T2EL) 

3.44 

5.03 

6.70 

Financing, insursince, real estate and business services (T3EL) 

1.07 

4.60 

8.50 

Community, social and personal services (T4EL) 

15.49 

21.73 

29.92 

Occupational Divisions 

Professionals, tr<;hnical and related administrative and 
managerial and clerical and related workers (BTEL) 

9.42 

17.10 

31.23 

Soles workers (DTEL) 

9.21 

10.09 

8.25 

Service workers (CTEL) 

S.ll 

9.99 

11.15 

Agriculture workers, production and related workers, transport 
•-qiiipment operaiots and labourers (PTEL) 

5.90 

9.66 

10.37 


V.iim; (I) The occupational shams may not odd up to the total tertiary employment share mainly 
because .some of the workers, in the tertiary sector fall into the category of 'unclassified 
workers’. 


(2) The figures of average shores ore simple mean; not the weighted mean. 
Saurte: The International Labour Office Year Book im Labtmr Statutics, 1992. 
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Figure 2; Share (Per Cew) of Tertiary Employment in Total Employment (TTEL) Against 



Among the four industry divisions, 
community, social and personal services 
account for the largest proportion of tertiary 
employment in all income categories. 
Similarly - occupation wise 'bureaucratic 
services* turn out to be the single largest 
category, especially among middle and rich 
income countries. Since ‘bureaucratic 
services' includes professional and technical 
workers as well, the rise in employment in 
this category may partly reflect the increasing 
specialisation likely to occur in the process 
of development. As mentioned above 
specialisation shifts workers engaged in 
tertiary typeoccupations in the manuracturing 
sector to the tertiary sector proper. 

Theaverage share ofsales workers is higher 
in the case of middle incoirw countries than 
that in the poor countries. However with 
further developmem it lends to decline as 
would be evident from a lower share 
corresponding to the rich countries. Among 
the four industry divisions in the tertiary 
$ector,rinancing,etc.(T3EL)andcommunity, 
social and personal services (T4EL) recorded 
a steady increase in all stages of development, 
whereas for the other two divisions the rise 
in the share has been rather modest at a 
higher stage of development. Similarly in the 
case of occupational categories the ri.se in 
the employment shares of ‘consumer’ and 
‘producer’ services tapers off at a’ higher 
stage of development. 

Figure I shows the relationship between 
the share of tertiary sector employment in 
total labour force (TTEL) and per capita 
income (PY) in 48 developing and industrial 
countnes. To condense the vanations in PY 
we have taken Us log values. It may be seen 
that though there is a positive relationship 
between the two, it is not motiotonic. At 
higher levels of per capita income TIM. 
tends to stabilise. The tertiary sector 
employment is likely to be related closely 
to the overall socio-economic growth, which 
may be better represented by Human 
Development Index (HDl). Figure 2 shows 
that the relationship between TTEL and HDI 
is also generally positive, but there is a great 
deal of variation in TTEL at a given level 
of HDI. Although at the aggregate level the 
relationship appears to be positive, it is quite 
possible that different components of the 
tertiary sector may behave differentially with 
respect to development. 

IV 

Regression Results 

In the previous section we have seen that 
while the share of tertiary sector employment 
in total labour force tends to increase in 
general from poor to middle and to rich 
countries, the relationship, as the graphs 
show, is not monotonic. It may be, therefore, 
interesting to examine more carefully the 
nature of relationship between the share of 


tertiary scciui employment and economic 
development through regression analysis. 
Some of the countries are excluded in the 
regression analysis due to certain gaps in the 
employment data (for details .see, appendix). 
We shall represent the level oi development 
by per capita GNP, measured in US dollar 
(PY). Alternatively, we may also consider 
the Human Development Index (HDI, ba.se 
is taken to lx s 100) as a measure of overall 
socio-economic development which may 
promote employment in the tertiary sector. 
In the present context of structural reform 
it is also worth examining the impact of 
globalisation (TRD, measured by the ratio 
of the sum of exports and import.s to GNP) 
on employment in the tertiary sector. In 
general, the trade openness is likely to 
enhance commercialisation and speciali¬ 
sation and thereby shift labour from other 
sectors to the tertiary sector, pantcularly in 
the developing countries. 

In relation to economic development we 
consider here three alternative hypotheses 
conoeming the share of tertiary sector: 

(a) the share of the tertiary sector, and that 
of its components in total employment, may 


rise (fall) monolonically with respect of PY 
or HDI, which can be tested by estimating | 
a linear function : Y s a -t- b X, where 
Y reprc.scnts the employment share and 
X represents either PY or HDI, and a and 
b arc parameters; 

(b) the share may have a ’U’ shape or an 
inverse ‘U’ relationship with PY or HDI, 
which can be tested by estimating the 
function: Y = a + b X + c X^; 

(c) thesharemayinitiallyincrease(ikcrease} j 
but Anally stabilise asymptotically, which | 
can be tested by estimating the function: 
Y=a -I- b 1/X 

The evaluation of alternative hypotheses 
are made on the basis of the usual yardsticks 
of g(K)dne.ss of fit, ‘t’ ratios and the 
hcicro.sccdasticity test (WT which represents 
White’s test). Preliminary investigation 
shows that the simple linear relationship 
gives a very poor At in comparison to 
alternative hypotheses whether with PY or 
HDI. This is quite understandable because 
the share of tertiary employment cannot 
increase monolonically beyond a certain 
limit. In view of this we have not reported 
the results for the linear functions. Further, 
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t at the dtsaggiegated level only the important 
I results are reported although all the three 
I functional formsrdatingtodifTeient variables 
I mentioned above have been tested. 

Table 2 presents the regression results of 
ahemative hypotheses for the total tertiary 
sector employment (TTEL). From this table 
we may infer that TTEL is more closely 
related to PY than HDI. Although both 
inverse’ll* and asymptotically stabilising 
fimctions are statistically ^mficant, the latter 
is a better fit in terms Moreover, the 
inverse-’U’ shape curve is not free from the 
heteroscedasticity problem. An examination 
td the residuals shows that TTEL in Peru is 
abnormally high and that in Vanuatu is 
abnormally low in relation to PY. We have 
dierefore introduced a dummy variable to 
neutralise the noise by these outlier. Table 
2 shows that with an inuoduction of the 
dummy variable the inverseofPY can explain 
almost two-thirds of the vanations in the 
share of tertiary sector employment across 
countnes However, the trade share (TED) 
does not seem to have any impact on the 
tertiary sector employment. 

Similar exercises involving all the 
explanatory variables mentioned above are 
earned out for tour different industry 
divisions (TIEL, T2EL, T3EL and T4EL) 
and tour occupational categones (BTEL, 
DTFl„CTELandPTEL) However, for want 
of space we have reported only the best-fit 
functions tor each division and category (in 
Table 3 for industry divisions and Table 4 
for occupational categones) For wholesale 
and retail trade and hotels and restaurants 
(Tl EL) we observe that it is likely to stabilise 
rather than fall at a higher level of 


(tevelopnwnt. Since TIEL for Cdombia is 
abnormally high in relation to its PY, we 
have introduced a dummy variable for 
Columbia. However.despite the introduction 
ofthedummy variable the overall explanatory 
power of the equation is less than 40 per cent. 
It is even less when PY is replaced by HDI. 
Further, we may note that contraiy to the 
general expectations, an increase in the share 
of foreign trade in the economy does not 
seem to have a significant impact on the 
employment in this sector. The coemcient 
of TRD is positive but not highly significant. 

Theemi^oymentshareof transport, storage 
and communication (T2EL) is better 
explained by PY than HDI. As observed in 
the case of TIEL. T2EL is also likely to 
increase initially and then stabilise rather 
than failing after a threshold level. There 
seems to be a strong positive relationship 
between TRD and the share of employment 
in transport, storage and communication. 
Since Vanuatu happens to be an outlier, a 
dummy variable is incorporated in T2EL 
function to capture its abnormal behaviour. 

Employment in financing, insurance, etc, 
(T3EL) seems to increase in relation to foreign 
trade, as would be evident from Table 3. 
Almost two-thirds of the variations in T3EL 
can be explained by the broad indicators of 
development. It appears thatT3EL is likely 
to increase initially and then fall, rather than 
stabilise. This could be due to extensive 
automation in financing and insurance at the 
advanced stages of development. The fourth 
activity namely, community, social and 
personal services (T4EL) can be explained 
almost equally by per capita GNP as well 
as human development index. Interestingly, 


T4EL seems to rise and, thereafter. ttabHise 
with respect to PY. On the other hand, it 
increases monolonically in relation to HDI. 
Since HDI represents not only growth of 
income but also improvement in health and 
education services, it is quite possible that 
an increase in HDI would continue to gene¬ 
rate employment in these activities. 
Further, we may note that T4EL tends to 
decline as the share of foreign trade rises. 
Presumably, higher trading activities shift 
workers from community, social and personal 
services to more specialised commercial 
activities. 

Wehave observed that among occupational 
categories, boijmucratic services (BTEL) 
dominate the employment in the tertiary 
sector. One would have expected BTEL, 
which includes health and education, to be 
closely related to HDI than PY.The empirical 
results, however, conundicts this. But the 
share of BTEL falls after the threshold level. 
It is presumably because the demand for 
certain administrative services, which 
account fora large percentageofemployment 
in this category in the initial stages of 
development, starts declining at a higher 
stage of development. There is hardly any 
relationship between trade openness (TRD) 
and BTEL. which is quite expected. 

The share of labour force in distributive 
services (DTEL) does not have a strong 
relationship either with PY or HDI in any 
of the equations. Four countries namely. 
Nigeria, Rwanda, Panama and Peru seem to 
be the extreme cases for this category. After 
an appropriate dummy adjustment for these 
countries we could explain 60 per cent of 
the variations in DTEL in terms of PY. Quite 


Table 2: Regression Resulis for Total Tertiary Sehor Employment 
(Dependent Variable: TTEL. N = 48) 


Intercept and Independent 




Eaualion Nos 





Variables 

1 

2 

3 

4 

5 

6 

7 

8 

9 

Iniercepi 

.36.02 

.58 68 

.58 67 

57.38 

11.89 

2041 

6*3.66 

12.06 

60.96 


(13.45)* 

(30 75)* 

(35.06)* 

(23.07)* 

(2.22)* 

(1.87)** 

(21 1.3)* 

(2.49)* 

(16.76)* 

PY 

0.(K)2 

(3.60)* 


— 

— 


ft 

“ 

— 


PYi 

-O.IXXXX) 

(-2.05)* 

— 

— 


“ 

— 

- 



l/PY 

— 

-159004 

(-7.68)* 

-1.5882.6 

(-8.74)* 

-1.5529.0 

(-8.20)* 


— 

— 

“ 


HDI 


— 


— 

0.491 

(7.31)* 

0.16 

(0.44) 


0.47 

(7.52)* 

• 

HDP 


— 

“ 

“ 

— 

0.003 

(.90) 

— 



l/HDI 

— 


— 

— 


— 

895.34 

(-5.73)* 


-850.59 

(-5.78)* 

TRD 

“ 



0.20 

(070) 


— 


0.22 

(0.74) 

0.04 

(1.09) 

DUN 



24.46 
(3 85)* 

24 76 
(3.87)* 


“ 

— 

23.56 

(3.49)* 

24.40 

(3.18)* 

R* 

0.45 

0.55 

0.66 

0.66 

0.53 

0.53 

0.40 

0.62 

OSO 

WT 

8.12(a) 

1.79 

0.51 

0.87 

4.SS(a) 

6.46(a) 

0.57 

2.57 

0.39 


Notes: (I) Figures in paicniheses below the coefficients give the *1' ratios. * and ** represent significance at S and 10 per cent levels respectively, 

(2) WT is while’s test statistic used lo check heicroscedasticity. This follows a chi-sduaie distribution. *a’ represents significance M 10 per cent 
level, r 

(3) Dum is the country dummy for the extreme outliers (peru and vomuatu). 
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coktrery to the behaviour of other 
components, the share of employmeiu in 
distributive services iititially falls and theii 
rises in relation to economic development. ^ 
The decline in the share of empioymmit in 
the distributive services in the earty stages 
of devdopment is understandable because 
economic development offers better job 
oppoittmities to workers engaged in some 
of the low productivity tertiary activities, 
like petty trade, in developing countries. 
However, it is not clear as to why its share 
again rises in the advanced stage of 
development. Although one would expect 
the domestic distributive services and 
international trade to move together, the 
rdationship between the two turns out to be 
statistically insignificant (Table 4). 

Shareof employment in consumer services 
(CTEL) initially rises and then stabilises in 
response to both HOI and PY; the vaiiations 
in CTEL is. however, better explained by PY 
than HDI. Columbia once again turns out to 
be an outlier and, hence a dummy variable 
is necessary to neutraii.se its abnormal 
behaviour. Almost a similar behaviour is 
observed in the case of employment in 
producer services (PTEL). However, 
international trade does not seem to have any 
significant impact on PTEL although in the 
case of CTTEL its impact is positive. Not 
withstanding the limitations pertaining to 
data on industrial and occupational 
classification of workers, the empirical results 
tend to suggest that there is a distinct 
relationship between economic development 
and employment in the teitiary sector. In 
general employment in the tertiary sector, 
at both aggregate and disaggregated levels, 
is more closely related to level of per capita 
income than HDI. At the aggregate level the 
share of tertiary sector employment rises in 
the early stagesof development and thereafter 
stabilises at a critical maximum level. Trade 
openness as such docs not have an impact 
on the total employment in the tertiary sector. 
At a disaggregated level, however, it raises 
employment in consumer services as per the 
occupational classification, and transport 
storage, etc, and financing, insurance, etc, 
as per the industrial classification. But the 
share of labour force in community, social 
and personal services tends to cfecline with 
increasing foreign trade. Structural 
adjustment leading to globalisation and 
increasing share of trade in GDP is therefore 
likely to change the composition of 
employment in the tertiary sector. 

V 

Conclusion 

Although the impact of per capita income 
on the percentage share of tertiary sector in 
total labour force is found to be positive, it 
tends to stabilise at higher stages of 
development. At a disaggregated level the 


results are. however, quite diverse. Among 
the four industry divisions, wholesale and 
retail trade, etc (TIEL), transport, storage 
and communication (T2EL) and also 
community, social and personal services 
(T4EL) follow more or less the same pattern 
as observed at the aggregate level. On die 
other hand, the proportion of labour force 
engaged in financing, insurance, etc. (T3EL) 
starts declining after increasing in the initial 
stages of development. Possibly at an 
advanced stage of development extensive 
use of autortiafipn results in a decline in its 


relative size. 

Across occupational categories it is noted 
that employment in- both consumer and 
producer services (CTEL and PTEL) rise 
initially and then stabilise asymptotically at 
higher levels of per capita income and/or 
HDI. Bureaucratic services (BTEL), on the 
other hand, follow .an inverse ‘U‘ shape 
curve. This isprcsumably because thedemand 
for certain administrative services which 
account fora large percentage of employment 
in this category, starts declining after a 
threshold level. Quite contrary to the 


‘’Table 3; Rrubsssion RasuLis for Various Inoustry Divisions 
(Na47) 


Intercept and 
Independent 
Variables 

DepVarTIEL 

Dep Var 
T2EL 

1 

DepVarT3EL 

DepVarT4EL 

1 

2 

1 

2 

1 

2 

Intercept 

17.99 

16.89 

5.41 

1.34 

2.25 

29.55 

6.03 


{20.33)* 

(I2.85)* 

(15.90)* 

(2.53)* 

(1.09) 

(If4l)* 

(2 04)* 

PY 




0.0005 

(4.18)* 



- 

pyJ 

— 



0.00 

(-2.07)* 


; * - 

- 

l/PY 

-2048..3 

(-4.21)* 

-.3718.2 

(-3.77)* 

-1308.7 

(-5.10)* 

- 


-7861.6 

(-6.51)* 

- 

HDI 




“ 

-0.13 

(-1.74)** 


0.25 

(6.46)* 

HDP 

- 


- 

“ 

0.002 

(3.24)* 

— 

- 

t/HDI 

- 


- 

- 

- 

- 

- 

TRD 

- 

0.02 

(1.13) 

0.013 

(3.44)* 

0.01 

(2.28)* 

* 0.02 
(2.50)* 

-0.03 

(-1.75)** 

-0.03 

(-1.69)* 

DUN 

17.51 

(3.67)* 

17.88 
13 75)* 

-3.41 

(-2.76)* 


- 



R* 

0.37 

0.37 

056 

0.66 

0.66 

0.47 

046 

WT 

1.94 

2.67 

0.28 

0.75 

2.1 

2 46 

0.57 


Nines: (I) and (2) same as Table 2. 

(3) The country dummy (DUM) in equations for TIEL refers to Colombia and for T2BL, 
Vannalu. 


TABin 4; Regression Results for OmiPATiONAL CATEniRiriS 
(N = 44) 


Intercept and 
Independent 
Variables 

Dep Var BTEL 

Dep Var DTEL 

Dep Var CTEL 

Dep Var 
PTEL 

1 

1 

2 

1 

2 

1 

2 

Intercept •- 

11.87 

11.47 

11.09 

10.87 

9.3 

10.59 

10.72 


(8.57)* 

(6.33)* 

(1.5.01)* 

(11.2.5)* 

(9.73)* 

(8,06)* 

(10.00)* 

PY 

0.002 

0002 

-0.0004 

-O.IKXVt 

- 

- 

- 

PYJ 

l/PY 

(4.65)* 

-0.00000 

(-2.18)* 

(4.42)* 

-O.IXXXX) 

(-2.06)* 

(-2.00)* 

0.00000 

(1.90)** 

(2.01)* 

(XXXXX) 

(L9lj 

(2.06)* 

-2878.9 


-2048.5 

HDI 





(-468)* 

_ 

(3.00)* 

HDP 

- 


- 

- 

- 

- 

- 

l/HDI 

- 

- 

- 

- 

- 

-199.8 

- 

TRD 


0.01 


0.005 

0.03 

(-3.80) 

0.034 

-0.01 

DUN 


(0..34) 

11.72 

(0.36) 

11.74 

(2.35)* 

8.10 

(2.31)* 

7.51 

(-0.85) 

14.27 

R* 

, 0.69 

0.68 

(8.11)* 

0.61 

(8.03)* 

0.60 

(3 03)* 
0.49 

(2,46)* 

0.42 

(A81)* 

0.45 

WT 

0.03 

0.10 

0.05 

0.05 

1.13 

0.09 

..p^o 


Notes: (I) and (2) same as Table 2. 

(3) The country dummy (DUM) in equations for dTEL corresponds to Nigeria, Rwanda.' 
Panama anil Peru. In equations for CTEL and PTEL it refers to Colombia. 
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behaviour of these categories the propor¬ 
tion of labour force in distributive services 
declines initially and then rises in relation 
topercapitaincome.This is possibly because 
economic development offers better job 
opportunities for workers engaged initially 
in some of the low productivity tertiary 
activities like petty trade, in developing 
countries. On the whole economic 
development seems to change the com¬ 
position of the total employment in the 
tertiaiy sector and, more importantly, ite 
relative size stabilises instead of increasing 
monotonically in the process of develop- 
mem. This, indeed, suggests that a steady 
and rapid growth of employment in the 
tertiary sector in some of the developing 
countries in particular, is a matter of serious 
concern. 

Although trade openness does not seem 
to have any significant effect on the relative 
size of the total tertiary sector, at a 
disaggregated level we, however, observe 
that it raises employment in consumer 
services as per theoccupational classification; 
and in uansport, storage, etc, and financing, 
insurance, etc, as per the industrial 
classification of the tertiary sector workers. 
On the other hand employment in community, 
social and personal services tends to decline 
as the share of foreign trade rises. Presumably 
increasing international trade shifts workers 
from these activities to more specialised 
commercial activities. 

A large number of countries all over the 
world - mostly developing and some 
industrial - are at present undergoing 
stabilisation and structural adjustment 
programmes. Deregulation, and particularly 
globalisation, in many of these countries are 
likely to enhance the share of foreign trade 
in tlw economy. The domestic production 
smicture is also likely to undergo radical 
change in the process of deregulation. All 
these would have a significant effect on the 
employment structure. Our empirical results 
suggest that these will affect not only the 
relative size of the tertiary sector but will 
also change the employment structure within 
the tertiary sector. Whether these changes 
are desirable in the long run is. however, 
beyond the scope of the prcs«tt study. To 
assess the implications of these changes one 
would have to undertake a more in-depth 
analysis. Availability of more disaggregated 
data on employment and wage structure may 
allow one to pursue on these lines. 

Appendix 

All 48 countries listed below have been 
included in our analysis of tertiary sector 
employment. Although information 
pertaining to cross tabulation of labour force 
is available for more number of countries not 
all of them have uniform classification, e g, 
Poland and Hungary 


Due to data incompatibility four countries, 
namely, Sudan, Inn, Singapore and Vanuatu 
had to be excluded from the disaggregated 
level analysisof fouroccupational categories. 
Fbr these countries the estimates of workers 
across occupational categories are not 
available. Pbrexample, in thecase of Vanuatu 
service workers are not reported. Similarly 
Brazil had to be excluded from our analysis 
of four industry divisions since employment 
figures for financing, etc, and community, 
social and personal services are not reported 
separately. 

The list of countries (witii year for which 
dau are collected) are as follows; Africa: 
Egypt (1986), Nigeria (1986), Rwanda 
(1989), and Sudan (1983). 

Asia: Hong Kong (1991), Iran (1986), Israel 
(1990), Japan (1990), Republic of Korea 
(1991), Malaysia (IW8), Pakistan (1990- 
91), Singapore (1991), Syria (1989) and 
Thailand (1980) 

Europe: Austria (1990), Cyprus (1989), 
Denmark (1990), Spain (1991), Finland 
(1991), Germany (1989), Greece (1989), 
Ireland (1989). Luxembourg (1991), 
Netherlaiids(1991).Norway(l99)). Portugal 
(1990), Sweden (1990) and Turkey (1990). 
America: Barbados (1991), Brazil (1980), 
Canada (1990), Colombia(l99I), Costa 
Rica (1991), Chile (1991), Ecuador (1991), 
El-salvador (1991), Guatemala (1989), 
Honduras (1991), Mexico (1990), Panama 
(1989), Peru (1991), Trinidad and Tobago 
(1990), U S (1991) and Venezuela (1990). 
Oceania: Australia (1990), Fiji (1986), 
New 2^land (1991) and Vanuatu(i989). 
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Acts of Agency and Acts of God 

Discourse of Disaster in a Post-Colonial Society 

Rukmini Bhaya Nair 

At the beginning of this decade, newspapers the world over reported the UN general assembly’s declaration 
of the last segment of the 20th century as the international Decade of Natural Disaster Reduction (IDNDR), 
beginning January 1, 1990 There are, broadly speaking, two categories of disaster - the natural (floods, fires, 
earthquakes) and the manmade (riots, wars, industrial accidents) Both types result in considerable violence against 
‘the people’, especially in an environment that is impoverished, post-colonial, smd served by an entrenched 
bureaucracy This paper, which partly addresses the subalternist historiographer’s problematic of how ‘the 
moment’ of people’s suffering is to be captured in the writing of history, explores connections between these 
seemingly independent classes of calamity - the natural and the denatured It does so by examining three sorts 
of disaster narrative - the official, the popular and the academic - each of which interprets an underlying 
nominal/natural kind divide differently More specifically, the paper uses the philosophical concepts 'nominal 
and natural kind’ to analyse narrative strategies in women's accounts of disaster so that the beginnings of a 
‘feminist critique of bureaucracy’ might emerge, not merely out of academic theorising, but from within the 
discourse of those who have survived incredible assaults and yet lived to 'tell the tale’ 


Narrativity constitutes an immanent 
sinictuie of action As H Arendt has it. it» 
in stories that the 'who of action* can be said, 

I e, has to be told Historical nairatives, in 
the sense of histonography and fictional 
narratives are grafted on to this immanent 
narrativity which equates a human life with 
one or many ‘life stones’ The self -1 e the 
‘who of action does not merely consist in 
the self designation of humans as the owners 
and authors of their deeds it implies also 
sell interpretation in terms of the 
achievements and failures of what we call 
practices and plans of life the ethical 
evaluation of oui actions Self-esteem is itself 
an evaluation process applied to ourselves 
as selves The phenomenon which deserves 
to be underscored here is that, by acting 
someone exerts power over somebody 
else this asymmetry within action as 
interaction between agents and 
patients constitutes the basic occasion for 
using the other as an instrument, which is 
the beginning of violence, murder, and still 
more torture My claim then is that it is 
violence and die process of vicumisation 
generated by violence which invite us to add 
a deontological dimension to the teleological 
dimension of ethics 

- Paul Ricoeur, 'The Human Being as 
the Subject Matter of Philosophy*' 

VIOLENCE, and more specifically the 
violence inflicted by an alienated modem 
sute on Its poweiless citizens, has been the 
focus of much recent sociological enquiiy 
in India [Nandy 1988, Das 1990, Pamley 
1991 ] ^ On the basis of this sort of work and 
the research of the subaltern school of 
histonans, it appears that the post-colonial 
Indian state has taken over intact many ot 
the working presuppositions of its former 
rulers, both in its institutional discourses and 
Its governmental praxis A subalternist 


perspective on India’s colonial inhentance, 
wh«i extended to a reading of the current 
political scenario in India, would seem to 
suggest that the notonous ‘mai-bap* mode 
of transaction between the homogenised 
entities ‘the state* and ‘the people* -in which 
the government is hailed as both mother and 
father, an absolute donor - still persists from 
coloiitai tiines Patronage figures in such a 
relationship, but not identification 
Any simplistic understanding of notions 
like ‘agency’, ‘subjectivity* and 
‘responsibility tor suffering* has thus become 
deeply problematic in the wake of an 
influential histonography that is based on 
the belief diatapost-colonial suteisdesigned 
to disinherit, and very possibly actively 
assault, the very people who are its supposed 
proteges I begin this paper by accepting in 
full the ideological imperatives that dnve 
such a subaltern histonography but contend 
further that it too sharply differentiates 
‘manmade* from ‘natural* violence, focusing 
almost entirely on the former My argument 
will be that,af the marginalised narratives 
of the people who suffer the traumas of 
floods, earthquakes and fires are actually 
compared to thoseot the victimsof communal 
nots, terronsm and police brutality both kinds 
ofevents are treated as’acts of god ,breaking 
inexplicably and temfyingly upon their 
heads God orgovemment, in both cases the 
violence these entities inflict has an 
unpredictable quality 
The cultural repertoire on which ’the 
people* draw to cope with the effects of both 
categones of violence is, as I hope to show, 
the same Strikingly similar also is the post¬ 
tragedy intervention of the governmental 
’higher-ups’, the gods, in each set of cases, 
for example, the handing out of ex-gratta 
payments, verification of ‘claims* by 


officials, the callinginof the Central Reserve 
Police, army and so forth For these, and 
other more complex reasons which I shall 
shortly outline, the argument is developed 
here that a subalternist reading ot peoples’ 
suffenng should cease to rely so heavily on 
theclassic philosophical distinction between 
nominal and natural kinds that seems to 
underpin iifany of even our most radical 
post-modernist insights 
For a better historiography it is important 
not only to recognise marginal discourses 
but also long-standing and deep cultural 
affinities between those discourses In order 
to grasp the full force ot the violence 
perpetrated today against large segmenu of 
the Indian people, it is cracial to concede the 
relationships that exist between seemingly 
independent categories of calamity - the 
‘natural* and the denatured I will try to 
illustrate the extreme complexity of these 
connections by examining in this essay three- 
levels of narrative - the official, the popular 
and the academic - each of which interprets 
an underlying nominal/natural kind divide 
differently, and almost irreconcilablv 


CONTI-MroRARY POLITICAL STANCES 
TOWARDS DiSASTFR 


Eiarlier this decade, several newspapers 
the world over earned a small item which 
said that the UN general assembly had 
declared this last segment of the 20th coitury 
an Intematirmal Decade of Natural Disaster 
Reduction (IDNDR), beginning January I, 
1990 India, of course, immediately 
responded by setting up a National Advisory 
Council on the IDNDR, as well as, for good 
measure, a cabinet committee on national 
calamities 'to examine, direct and control 
programmes for reducing the adverse impact 
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of natural calmntties, direct and imploinent 
relief measures in the wake of a calamity, 
and supervise implementabon of programmes 
togiveeffect to theobiectivesof the IDNEHR'. 

The decision of the UN and the Indian state 
to arrange programmes that ‘control disaster’ 
exemplify attitudes that enlightened modern 
administrations must hold towards large* 
scale muural calamities They put within the 
purview of official governmental 
responsibility the damage resulting from 
sources that conventionally have been 
regarded as ‘acts of God’ - floods, 
earthquakes, droughts, fires, cyclones 
Although no human agency can be blamed 
for the suffering inflicted by a nsuural disaster, 
insofar as these incidences are (a) increasingly 
predictable and thus preventable, and (b) 
traumatic in the extreme for large numbers 
of people, any modern government which 
do« not work to ameliorate their effects is 
a morally indictable agent 

Similarly, and more obviously, elected 
governments are held responsible when they 
fail to prevent, and sometimes promote, those 
kinds of suffering where human instigation 
is necessanly involved, such as communal, 
race and language riots Government 
intervention seems therefore a normative 
expectation in a modem state, in all cases 
where suffering assumes epidemic 
proportions However, the olftctal 
management of such disparate forms oi 
violence in India today seems to have 
extended, rather than eliminated, those 
colonial discourses which objectified 
calamity by homogenising its causes Very 
diflerenl kinds of agency are involved in 
‘natural kind’ and ‘nominal kind‘ disasters, 
yet the responses of a post-colonial state tend 
to reduce them to one format, thereby 
strategically reaffirming its 'impartiality', or 
indifference, while simultaneously absolving 
Itself of guilt 

One of my goals in this paper then is to 
demonstrate how governmental narratives 
exploit the ‘nominal kind/natural kind 
distinction in the representation of disaster, 
but that IS only one part of its purpose More 
generally, the paper will examine the 
philosophical categories ‘nominal and natural 
kind' in relation to three inter-related levels 
of narrative, in order to develop what might 
be thought of, rather grandly, I admit, as a 
‘feminist entique of bureaucracy' ^ 

It IS almost superfluous to add that the 
mammoth supersiructurc of the bureaucracy 
in India constitutes an almost perfect token 
of an Althussenan ISA (ideological state 
apparatus) concerned with the production 
and maintenance of a hegemonic - i e, in 
theGramscian sense of not merely repressive 
but necessanly collusive - interdependence 
between the government and ‘the people’ 
My argument is that, given the conventional 
pietistic stances required, the state is forced 


iilih patristic confrontatioii with Ms usually 
most distant victims, for example, with 
women as widows and mothers, or children 
as unclaimed orphans - categories ttf the 
dispossessed that it would normally never 
come into contact with. At least thiM sorts 
of narrative agency ‘tangle’ (another 
Althussenan word') at such a time, severely 
complicating those questions of power and 
Its embodiment as speech, gender and its 
marking of a subaltern status, and suffenng 
and Its histoncal representation, lie at the 
heart of this paper 

The three intersecting levels of narrati vity 
that I have in mind are 

(i) The official or grand narrative of 
disaster, constructed in order to distance the 
state from the pamculanties of pain, which 
has already been mentioned. Here, the main 
thematics of the narrative seems to concern 
power and patronage, the allocation of 
resources 

(ii) The people's own accounts, in the 
form of oral reports, poems, conclaves or 
emergency meetings, responses to the 
questions of activists, government oflicials 
and so on, form country-narratives to the 
received history While such stones are often 
suppressed in the national context, the work 
of subalternist histonans has convincingly 
demonstrated that they constitute a grave 
potential hazard to the health of otficial 
documentation In this sort of narrative, the 
chief problematic, in my view, is for tellers 
to adapt age-old and familiar cultural 
community repertoires to the descnption of 
calamities that now happen in a post-colonial 
context where the idea of community has 
Itself severely changed 

(iiOThenarrativeof the concerned histonan 
for whom such a period of ensis is arguably 
one where the ‘interpellation’ of the subaltern 
subject by the state, as Althusser would call 
It. shows up most clearly At such times, I 
suggest, that peremptory ‘Hey you’’ from 
I state-official, does not just summon the 
invisible subaltern onto the stage of history, 
giving her the mere illusion of individual 
agency, as Althusser implied It does more 
Disaster-time is that estranging time when 
history is forced to recognise the special 
character of those victims to whom the state 
IS handing out its ‘aid’. Only true victims, 
after all, are to be granted aid, not all subalterns 
are in these special circumstances equally 
privileged For the histonan, seeking to 
determine •. le complex ways in which ‘truth’ 
IS rendered when a community goes into 
ensis, the important question naturally is - 
how does one wnte history, especially the 
history of events as submerged in the current 
of affective memory as, say, a communal 
not? What counts as history, as histoncal 
matenal, and what can legitimately be 
excluded’’ Could some kinds of accounts, 
normally excised from a ‘historical’ 


icpresbntatKm. like poeaM written by riot 
victiins, or fictions, to be pnvilt^ed when 
the histonan isseeking to accurately describe 
‘the moment of suffering’? 

Before I go on to exaimne how these three 
narrative strands - the offiaal, the localised 
and the historical - plait, and then curl away 
from each other, some more detailed 
discussion of nominal and natural kinds is 
perhaps in order 

Nominal and Natukal Kinds, Exp&rt 

Knowledge and Story of the State 

Among philosophers, Knpke, Putnam, 
Davidson, ikhwartz, Puiman and Burge have 
in recent times contnbuted to the discussion 
of a pair of concepts which seem to possess 
a certain intuitive simpliaty Natural kinds 
exist in the worid independent of human 
creativity They are entities like mountains, 
bgers, cactus plants, gold, or events like 
storms, fires and earthquakes Subjects of 
empirical investigation and inductive 
generalisations, natural kinds, as a rule of 
thumb, are discovered rather than invented , 
Nominal kinds are artefacts like monuments, 
thermos flasks, cold cream, governments, or 
processes like steel-smelting, story-telling 
or typing Objects of deductive reasoning, 
nominal kinds can apparently be analytically 
reduced to the sum of their parts, being 
human creations However, philosophical 
difficulties arise because there are several 
areas where the categones are not clear-cut 
Knpke, for example, has suggested that since 
It IS not ordinanly possible to tell simply by 
looking whether something is, say, truly 
gold or not, we need expert knowledge within 
a community to appeal to in ambiguous cases 
But Knpke’s ‘expert knowledge'^ is not 
always apolitical scientific know-how, ..nd 
It IS here that the problem begins to get 
knotty, tangled 

In must real life situations in our country, 
‘expert-knowledge’ is assigned lo ‘the 
authonttes’ - a faceless phrase we Indians 
recognise only too well Charged with 
handling and handing down expertise to the 
‘masses are these ubiquitous ‘authonties’, 
the institutional representatives of the state 
-clerks,judges, compounders, IAS officers, 
politicians This is especially so when large- 
scale calamities suddenly afflict a population 
such as in the case of the Bhopal gas tragedy, 
or the Latur earthquake They decide, more 
or less absolutely, who is a victim and to 
what extent, how much state compensation 
IS owed, between ‘fake’ and ‘real’ suffenng, 
and even whether to declare incidences 
calamitous or not Thus, you can have a 
Lalloo Yadav in Bihar brushing off reports 
of a Kala Arar epidemic in Bihar, a Kalyan 
Singh in UP hushing up nots in his state, 
since theirpolthcal poweroiables ‘ministers’ 
to assert expert status in most matters relating 
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#thepeo(dewidiwhoaewdi-beingtlieyaf« 
(Aflinted. The misqipropriation of 'expert 
knowledge’ is most evident in the totalising 
narratives that the state wid the metiia put 
out on the effects of disaster. As the PUDR 
and other records of, for example, the 
Bhagalpur riots reveal, there are many ways 
in which a biased press and a callous 
government can misrepresent ‘news’ but this 
pqier will Concentrate for now on just one 
aspect of that wide spectrum. Whenever the 
government is implicated in tragedies such 
as the 1990Sura liquor poisoning orthe 1991 
October fire in the Govindpuri slums, it 
reduces the scope of its responsibility by 
representing these nominal kind happenings 
where the agency is definitely human, as 
natural kind ‘acts of God*. For instance; 

Govindpuri Jhuggi Fire Toll 16 

Police and fire servicemen extricated 16 
bodies, mostly of children between one and 
ten years old... Sunday’s fire shook the city. 
Two ministers of state, Mr M M Jacob (Home 
Affairs) and Mr Arunachalam (Urban 
Development), accompartied by the local 
MP, Mr Sajjan Kumar, inspect^ the relief 
work personally. Mr Jacob had visited the 
spot last evening too, and instructed Delhi 
Administration officers to provide adequate 
relief and medical facilities to the displaced. 
Talking to reporters, Mr Jacob expressed 
concern at the deteriorating conditions of the 
capital's slums. He was non-committal on 
the ddhnand of the local MP to provide 25- 
yard residential plots to each family. Mr 
Jacob, along with the Urban Development 
minister assured the victims that adequate 
measures would be taken to ameliorate their 
condition. The Prime Minister is likely to 
visit the site today (Tuesday). According to 
reports, Mr Narasimha Rao had originally 
planned to visit Govindpuri on Monday 
afternoon, but could notduc to some ‘pressing 
engagements’. Meanwhile, a Joint team of 
the Ccnual Forensic Science Laboratory, 
Hindustan Petroleum and Delhi Fire Service 
were conducting an enquiry to determine 
what had caused the fire. The Hindustan 
Petroleum experts were called in to check 
reports that the fire was caused by a gas 
cylinder explosion (Staiesman, October I, 
1991). 

Several features of this report illustrate my 
thesis. Note that the fire, a natural kind, is 
the main agent, the baddie. Foregrounded is 
the presence of politicians and police, the 
goodies; in contrast, we do not hear the 
narrative voice of a single parent, yet it is 
their children who have died so terribly. The 
jhuggi is referred to as a ‘site’, and the 
‘deteriorating condition of the Capital's 
slums' appears as a self-perpetuating 
phenomenon, a natural growth with which 
it would be absurd to connect either Mr Jacob 
or the party he represents. The use of verbs 
like ‘in^ructed’ further emphasise the 


distance between Mr Jacob who is just 
‘visiting’ and the ‘victims’. ’TIk fact that 
Jacob, despite his ‘concern’, can be 
nonchalantly 'non-committal' when it comes 
to a specific ‘demand* shows how the powers 
of decision rest entirely with some distanced 
administration that belongs elsewhere and 
has endless non-specified ‘pressing 
engagements’. And tten of course there is 
the routine presence of ‘experts' - the 
backbone of Kripke’s expert knowledge 
systems - who will act on behalf of the 
authorities, to trace the cause of the fire to 
a faulty gas-cylinder, or some such source. 

True, fire is a classic nauiral kind, but is 
a faulty cylinder the real cause of the 
Govindpuri fire? By under-playing human 
agency and emphasising the physical aspects 
of the disaster, i c, quite deliberately using 
a bureaucratic discourse that blurs the natural/ 
nominal kind distinction, the narrative of the 
state, as presented in the media, manages to 
erase 'suffering' from its text. And where 
suffering is so successfully deleted, questions 
of re.sponsibility for this suffering no longer 
remain relevant. 

In the case of the Sura tragedy, similar 
reporting was actually supported by an 
earthquake epicentre type map showing 
‘places where Sura casualties were reported'. 
Again, Sura is the main agent, treated as a 
natural kind: 

Excessive drinking of methyl alcohol was 
stated to be the cause of death. As doctors 
sought hard to save as many lives as possible, 
the mounting death toll sent shock waves 
through Raj Niwas and the Nirman Bhawan 
office of the Cenural Excise Ministry. The 
Excise Commissioner. Mr R Narayanan, was 
reported to be huddled in a meeting with the 
Lieutenant Governor, Mr Markandey Singh, 
just as his police counterpait, Mr Arun Bhagat 
was. Officials at the directorate of health 
lamented that the Government's policy to 
help, encourage and support traditional 
medicinal systems had pav^ the way for the 
production and sale of illicit liquor ostensibly 
as sura. Officials blamed courts for taking 
away their enforcement rights by passing 
injunction orders to allow the sale of sura 
without a licence (Friday, November 8,1991). 

Once more, disproportionate narrative 
attention is focused on officials who lament 
that their good intentions have somehow, 
quite wtihout their knowledge, beef 
circumvented. The police and judiciary are 
again a felt presence on the front page, while 
the narratives of the bereaved are relegated 
to the back of the newspaper - protocols of 
reportage that make suffering a secondary 
issue, government activity primary and Sura 
■the main criminal rather than the complicity 
of (he state agencies. And an uncanny 
resendilance to the subaltern historian David 
Arnold’s archival mhtcrial on ihclate colonial 
response to the Indian Plague of 1896-1900 


is accentuated when one reads in thl 
newspaper reports of the Sura deaths tli 


There were rows and acrimony when 
police moved in at the Anand Parbat h„^| 
Adarsh Nagar Ctcraatoriums to retrieve thjl 
bodies of victims from the fir- -(s warrantedl 
under thelaw in the ca.se of unnatural dead^l 
Mortuaries at the Hindu Rao Hospitals Bn<' 
the nearby old Sabri Mandi in North Delhi 
remained clogged with scores of bodies at 
doctors tried hard to conduct post-mortems' 
Heart-rending scenes could be witnessed at 
grieving relatives wailed outside th^ 
mortuaries. .* 


Arnold's description of colonial procedurej)97 
runs: '—. 


In the Bombay Presidency it was decreed 
that bodies could not be buried or cremated 
until they had been inspected by a qualified 
doctor to ascertain whether plague had bee^ 
the cause of death. With scores of deaths) 
occurring daily in towns and cities this might) 
entail a delay many hours before funeral rites; 
could be proceed^ with... The carrying out! 
of post-mortems on plagued victims was 
widely resented. Interference with customary 
funeral rites... gave rise to several; 
demonstrations of def ^ance(attackon plague; 
camp at Hardwor. etc).^ i 

i 

The point of Arnold’s subalternist argument! 
is that during (he plague years the human: 
body became a metaphoric as well as physical j 
site of conflict between the colonial state and' 
a subject people. If this analysis seems) 
plausible,then similarsccncsinpost-colonlal 
India may warrant a similar interpretation of ’ 
(he relation between oppressive state agencies | 
and the people affected in a disaster. j 


Peopi-e’s Narrative.s, Gender and 
Cultural Repertoires 


It was the feminist Madhu Kishwar who 
made the point some years ago that cold 
waves do not kill people, what kills is not 
having adequate shelter or protection. That 
is. not a natural cau.se but a denatured society 
must be held responsible for such deaths. 
Disasters, natural and nominal, seem to affect 
the same segments of Indians repeatedly - 
the economically deprived urban lower 
classes, often migrants from an Indiawide 
hinterland, and the niral poor. Their narratives 
are the narratives of a brave and stubborn 
survi val against great odds, and are structured 
entirely differently from official accounts, 
yet they too blur the nominal/natural kind 
dichotomy in accordance with quite another 
set of cultural norms. 

The partition of 1947 was a man-made 
calamity that affected millions in Bengal: the 
very severe floods of 1978 rendered 
thousands homeless in West Bengal. 
Howevo', in archival accounts of both types 
of disaster, the people’s narrative seems to 
make use of a basic vocabulary, an 


Eccmomic and ^litical Weekly March 15, 1997 


537 



, Brnmgement of vertni stiucturcs that dnws 
on a repeitoire of stoic attitudes towards 
, suffering cultivated over time. These 
. constitute a durable set of coping strategies 
that can. if called upon, also cleverly express 
resistance to external, i e. olTicial pressures. 
Another feminist writer, Urvashi Butalia, 
has extensively recorded, for example, 
women’s narratives of partition.^ Her 
transcripts illustrate some of the strategic 
conversational moves possible in 
narrativising memories of anguish. 

Prom this sort of primary material, an 
initial feature, so obvious as to go unnoticed, 
that must be registered about people’s 
recountings of disaster is the fact that they 
are usually couched in the ephemeral, oral, 
resistant-to-inscription conversational 
medium. This is a chief source both of their 
on-the-record meekness and their off-the- 
record subversive potential. A brief summary 
of some of the strategic conversational 
positioning(s) which my own recordings of 
' flood narratives in the Midnapur district of 
West Bengal reveal might help me elaborate 
on this point.^ Noacademic summationcould 
do the tellers of these narratives justice, 
especially withintheconvoitions of academic 
discourse where one has perforce to select 
and dissect. The description I offer now will 
of necessity focus on just one aspect of a 
startlingly rich and resilient corpus - this 
aspect concerns the ways in which women’s 
narratives differ from men’s in their 
reconstruction of a lost world. 

As we know, the place of women in a 
subalternist history is currently contentious 
because while some critics like Spi vak’* have 
critiqued the subaltern project for a certain 
degree of insensitivity to the problematic of 
women, others like Chatterjee^ have 
optimistically contended that women’s 
writings, as well as their sheer presence, in 
(their own and other’s) letters, 
autobiographies and Actions - preserved a 
crucial place for traditional values during a 
period of embattled nationalism. But where 
Chatteijee focuses on the largely introspective 
struggle of middle-class Bengali women in 
the 19lh century to make their hard-won 
literacy speak for them, I am concerned with 
the oral accounts of rural women in a post- 
colonial state, whose agency can never be 
recovered in the written medium because 
they are. and have always been, kept at a safe 
distance from any kind of even elementary 
literacy. 

Their subjectivity is narrativised around 
a thematics of survival rather than of self- 
expression. These voices seem to be heard 
only in times of dire calamity, when they are, 
of a sudden, as I have suggested earlier, 
historicised by a self-serving interpellation 
on the part of the state. In my understanding, 
the genderlect of women in contemporary 
rural Bengal confronting the kind of 


archetypal act of god that a flood is, 
exemptifies distinctive linguistic features. 
These characteristic linguistic markers, I 
argue, enable us to make connections between 
affect or emotivity in the causal structure of 
narrative and the cultural role that women’s 
narratives have, or may have in controlling 
others’, including the state’s, attitudetowaids 
suffering. My own extensive tape-recordings 
of women’sspeechhave displayed, in contrast 
to men’s idiom, the following features; 

(1) more exclamatives (ore baba, ma go. Id 
bhishon, bap re bap); 

(2) morecomparators (khub, bhishon, boddo); 

(3) mote silences, breaks, reformulations; 

(4) more interruptions resulting in more joint 
tellings; 

(5) mote politeness forms, address and 
agreement markers {ki didi, boshben naki, 
ektu jol Idian); 

(6) more deictics (e/o, ekane, eidje). 

Apart from having less of everything, I 

noted that men’s speech in the same fraught 
context showed a greater degree of proneness 
towards generalisation (“disaster seems to 
.strike us in nine-year cycles”, “no one knew 
where the next meal was coming from”) and 
the use of external place-names (Calcutta, 
Diamond Harbour, Delhi, Birbhum). And it 
should be emphasised here that these 
linguistic features do not refer directly to 
‘topic’; of course the women talked about 
different things from the men as wcl', but 
the characteristic speech-markers that 
differentiated men from women were, in a 
sense, independent of the topic being 
discussed, in this case, the recent floods. 
This ‘independence of topic’ has the 
consequence that the bundle of conversational 
features identified here, given the fact that 
rural women have, with rare exceptions, 
always been denied access to literacy codes, 
make up a chief means of identifying women 
as social objects. They are a cultural guide 
to woman, and the role she plays in 
narrativising her community. 

How do you recover a lost past? Only 
through words, words that recall and 
sometimes enrich and amplify the memories 
of the imssessions, emotional as well as 
physical, that one held in the antediluvian 
past. In the case of a flood or fire, the physical 
evidence has vanished forever. AH has been 
devoured by calamity In this tabula-rasa 
world, therefore, infinite imaginative 
possibilities are opened up - one can, so to 
speak, theoreti' ally remake oneself through 
one's narratives. Yet, the situation is fai from 
being one of painless make-believe. The 
calamity itself is historically attested. State, 
institutions, news agencies all work it into 
theiroperations Thus, when the bureaucracy 
descends to ‘assess* the situation, it is most 
natural that the primary narrators, men or 
women, use deictic references to the 
devastated scene around them as gestures of 


witness. In the specifle cases that I'm 
reporting on. the reality of the damage 
wroughtby the floods was painfully apparent 
in visual terms. It spoke for itself. The urgent 
business at hand thus became not so much 
to ‘ prove’ that the floods had caused damages 
as to ensure .that the government would 
provide substantial and speedy assistance. 
This resulted, often, in a shift of narrative 
focus and theme from the emotional to the 
economic, from the personal tothe pragmatic. 

Here is a fragment of an actual letter, 
written by a flood victim in Orissa, Nand 
Kishore Barik, to his employer in a 
metropolis, reproduced here with his 
permission; 

Respected Sir, 

You will take my namoskars 
I am very sorry due to the terrible evil. On 
the 26th May latst a violent storm (cyclone) 
with .showers of rain and its companions 
(thunder and lightening) had took place in 
our Area. As a result, many a house, many 
a tree were destroyed by blowing of tte 
cyclone. The roof of my house has blown 
away and a palm tree, a bamboo bush has 
broken on account of the blowing of heavy 
rain and wind. So, I have lost the amount 
of Rs 1,300/- in my own wealth for the effect 
of the cyclone. Before it happened, I had 
already sown the seeds in my fields. Now, 
those have sunk m the flood water. I don't 
know what to do? I think fifteen days I shall 
spend my tune to repair it... 

Although this letter is in the wntten rather 
than the spoken mode, it demonstraie.s aptly 
that .shift from the almost poetic medium of 
personal turmoil tothe hard facts of economic 
deprivation. Natural kind disaster (cyclone) 
shifts gear into nominal kind (loss of wealth). 
Part of the ‘poetic’ effect of letter is no doubt 
because it has been translated from colloquial 
Oriya into a slightly archaic English (‘many 
a house, many a tree’, etc) by the village 
scribe - English still being the language of 
official communication and this particular 
inheritance of colonial plantation having 
clearly ‘sown seeds' dm;p. However, perhaps 
an even more striking aspect of the idiom 
employed by Nand Kishore Bank’s scribe 
is its derivation from a tradition of i0ter- 
writing that begins with a respectful 
invocation to a deity (srisri charaneshu) and 
the folded-hand gesture of respect 
(namaskar). Precisely because these 
inscriptional gestures impute to Bank’s 
employer not only of a social but also of a 
moral supenority, they possess implications 
for a more general analysis of the relationship 
between disaster victims and the 
governmental elite who control state funds. 

The narratives of both partition and flood 
that constitute a community’s fragile 
resources for recuperating historical agents 
and agency, display one common 
characteristic - narrators invariably treat the 
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govenmient, even when it has been elected 
by them, as a power as unpredictable and 
unknowable as God. For example, in 1978, 

I myself witnessed government ofTtcials from 
Calcutta being surrounded by the villagers 
and importuned as if they had descended 
from above, in many cases they were 
explicitly compared to ‘devatas’ (literally 
translated as gods). In other words, the 
narrative vocabulary of disaster was flexibly 
adapted to both flatter the god-like 
representatives of the government who had 
kindly come down to rescue the people from 
their plight, and at the same time strip them 
of a common humanity. 

This strategy, which I will call the trope 
of deification,'^ recalls Ricoeur’s 'claim', 
quoted at the beginning of this chapter, that 
“it is violence and the process of victimisation 
generated by violence which invite us to add 
a deontological dimension to the teleological 
dimension of ethics”. It is precisely that 
'deontological dimension’ which, combined 
with other ploys of discourse where narrators 
loudly blame their own fate, or their sins in 
past lives for their current suffering.enabicd 
victims to launch a bitter verbal attack on 
a callous ‘system’, without offending those 
on who.se whims they depended. The ‘simple’ 
narratives of the people thus turn out to be 
extremely sophisticated in their modes of 
subversion. They express anger, pain and 
frustration while at the same time managing 
to contain and conceal these wrenching 
emotions. On this depends their precarious 
survival. 

Thk Wound in the Text 

Disa.slers are unpredictable, if not by 
definition then at least by implication. They 
constitute a sudden violent disruption of the 
even tenor of exi.stence. Textually, then, an 
event of disaster could be trivially matched 
in an essay like this one by some intervention 
that destroys the continuity of argument, in 
this section, there occurs such a textual event, 
which does not fall in docilely with what 
came before and what will come after. 

First, a wrenching of style. It is a well- 
established stylistic convention of academic 
essays that they eliminate an authorial 
persona. The writer’s ‘who of action’, as 
Ricoeur puts it, is hardly ever the subject of 
critical ‘evaluation’, and it is this convention 
1 begin by breaking with, not dramatically 
perhaps, bUt at lea.st in subdued mutiny, 
changing initially just the background of the 
essay, so that academic complicity stands 
revealed. 

Scene-setting: No longer rural Bengal. 
Instead, I am in the University Bookstore in 
Seattle a few days after I have delivered a 
version of this article at the Jackson School 
of International Studies. Meandering 
tumlessly through the aisles, a book. glo.ssily 


red, glistening with the preternatural 
significance of blood, catches my eye. It is 
called The Writing of the Disasterby Maurice 
Blanchot. 

I remember the name Blanchot because I 
have just walked over from an ‘installation’ 
at one of the University’s museums which 
has enigmatic quotations from Blanchot 
magnifieda thousand-fold and projected onto 
the walls as a bemused audience passes from 
room to room. (Rotations are therefore very 
much on my mind, because having seen 
them in so gigantic a form recently, 1 am 
struck by their power to humble the reader 
and to speak in the authoritative deificatory 
voice that I have been struggling to identify 
as the hallmark of superior bureaucrate.se. 
Blanchot’s book is devoted to understanding 
the horror of the inexplicable, namely, the 
Nazi pogroms, which offer perhaps the most 
incontrovertible evidence in modem history 
of the terrors which result when the state 
plays uncompromisingly at being God. 

How exactly do Blanchot's comments fit 
in with my own reading of disaster narratives 
in a po.st-colonial state'.' I confess I do not 
know. What 1 do know is that they had a 
powerful effect on my earlier interpretation 
of disaster - for whereas I’d so far thought 
in terms of a plurality of disasters, nominal 
and natural, Blanchot condensed all disasters, 
past and future, to this one event in history 
- The Disaster. 

Concentrated in this fashion, disasters 
seemed to be entirely a nominal kind, a 
cultural focal point for the analysis of the 
power of evil, human evil, institutional evil. 
I remembered again Nand Kishore Batik’s 
unselfconscious sentence at the beginning of 
his letter - ‘I am sorry due to this terrible 
evil’. For Barik ‘evil’ resided without, it was 
a cosmic quirk of nature. Ordinary humans 
were never meant to coniprehend it. For 
Blanchot, on the contrary, evil lay within, 
a twi.st of conscience, explicable with 
reference neither to an all-powerful god nor 
to the laws of nature. In short, inexplicability 
was differently assigned in the two cases. It 
was thisdiffcrenCeinconceptualising disaster 
that seemed to give Blanchot’s own ‘writing 
ofthedisaster' its peculiar force. Furthermore, 
in attempting to describe the incomprehens¬ 
ibility of the human soul, his words 
themselves seemed to resist easy assimilation: 
they would not alter to fit in with the relatively 
standard format of my essay. 

So in the event, the best I can do here 
is to quote directly from Blanchot,'' without 
explanation, as the walls in Seattle’s museum 
did. This literal ‘writing on the wall' will, 
1 hope, enable the reader make what 
connections s/he will between my argument 
and his. And here i. occurs to me. ironically, 
that quotations, inserted forcefully into the 
body of a text, as in the present instance, 
can themselves be regarded as repeated 


metaphors of violence - both violating the 
text, as it were, and gendering it. It Althusser’s 
fiKus was on interpellation, then Blanchot’s 
might be said to he interpolation. In this way 
discs Blanchot, a cultural etrangrr, enter my 
post-colonial narrative, woundingly: 

>f quotations, in their fragmenting torcc, 
destroy in advance the texts from which they 
are not only severed but which they exalt till 
these texts become nothing but severance, 
then the fragment without a text, or any 
context. IS radically unquotable 
The disaster rums everything, all ilie while 
leaving everything intact. It docs not touch 
anyone in particular. T am not threatened 
by It. but spared, left aside. ...There is no 
reaching the disaster, out of reach is he whom 
It threatens, out of reach or close up. It is 
imixissihle to say: the infmitcness of the 
threat has in some way broken cvciy limit. 
There is a disaster only because, ceaselessly, 
it falls short of disaster, the end of nature, 
the end of culture. 

We are passive with respect to the 
disastei ..Thr disaster lakes rare of 
everyr/i(iig...Thc disaster docs not allow us 
to enlcrtain this question cither' what have 
you done to gain knowledge of the disastci'’... 
Not to answer is the rule - or not to receive 
any an.swer. This does not suffice to stop 
questions. 

'The disaster is related to forgetfulness, 
forgetfulness without memory, the motionless 
retreat of what has not been treaud - the 
immemorial, perhaps To remember 
forgetfully: again, the outside. 

I will not say the disaster is absolulc, on the 
contrary, it di.soricnts the absolute. It comes 
and goes, errant disarray... 

The disaster is the gift...it would liberate us 
from everything. 

A non-religious repetition, neither mournful 
not nostalgic, a return not desired. Wouldn’t 
the dLsastcr he, then, the repetition - the 
affimiatinn- ofthe singtilaniyoriheextreme. 
The disaster or the iinvcrifiablc. the 
improper.. Repetition is un-power 
The calm, the burn of the holtKaust, the 
annihilation of ntxin - thccalm of the disaster. 
Concentration camps, annihilation camps, 
emblems wherein the invisible has made 
Itself visible forever* 

The disastc!, unexperienced. It i.s what escapes 
the very possibility of experience - it is the 
limit of writing. Tiiis must be repeated' the 
disaster de-scribes... Boneyard of names never 
empty...Beyond seriousness, there is play, 
but beyond play, and seeking that which out¬ 
plays (the way the disaster de-scribes), there 
is the gratuitous, from which there is no 
escape. It is what by chance befalls, and falls 
beneath it, having always fallen already. Days 
and nights go by in silence. Such is the word. 
Detached from everything, including 
detachment... hut without language, nothing 
can be .shown. And lobe silent is .still to .speak 
. Silence is impo.ssible. That is why we desire 
it. Writing (or Telling, as distinct from 
anything written) precedes every 
phenomenon, every manifestation or show... 
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if there is a relationship between writing and 
passivity, it is because both presuppose the 
effacement, the extenuation of the subject; 
both presuppose a change in time... This is 
what IS strange: passivity is never passive 
enough. It is in this respect that one can speak 
of an infinite passivity... Passivity. We can 
evoke situations of passivity: affliction; the 
final crushing force of the totalitarian State, 
with its camps; the servitude of the slave 
bereft of a master, fallen beneath need; or 
dying, as forgetfulness of death. In all these 
coses we recognise even though it be with 
falsifying, approximating knowledge, 
common traits; anonymity, toss of self: loss 
of all sovereignty but alsoof all subordination: 
utter uprootedness, exile, the impossibility 
of presence, dispersion (separation). 

Thus does the patience of the disaster lead 
us to expect nothing of the ‘cosmic’... if we 
succeed in disengaging it from the idea of 
order, of regularity guaranteed by law. For 
tlK ‘disaster’, a rip forever ripping apart, 
seems to say to us: there is not, to begin with, 
law, prohibition, and then transgression, but 
rather there is transgression in the absence 
of prohibition, which eventually freezes into 
Law. the Principle of Meaning. 

To write one’s autobiography, in order either 
to confess or to engage in self analysis, or 
in order to expo.se oneself, like a work of 
art, to the gaze of all. is perhaps to seek to 
survive, but through a perpetual suicide - a 
death which is total inasmuch fragmentary. 
When all is said, what remains to he .said 
the disaster, ruin of words, demise writing, 
faintness faintly murmuring: what remains 
without remains (the fragmentary). Learn to 
think with pain 

FimONMITY AND THE HISTORIAN'S 
Dilemma 

Blanchot speaks of the di.saster as ‘the 
ultimate experience’ because it is 
indescribable, it is beyond poetry, beyond 
words, beyond the power of human agents 
to render except in tattered verbal fragments. 
Although his tone is vastly different from 
Blanchot’s, Pandey (1993) makes a 
somewhat similar point in a recent article on 
the historiography of communalism entitled, 
unsurprisingly. ‘In Defence of the Fragment’, 
Pandey argues that frameworks of academic 
analysis, such as Marxism, which show how 
riots, epidemics, etc, result from the play 
of larger economic and social forces, rub 
‘the people’ of ’agency’, a hand in their 
own fate. In other wo^s. it makes them 
precisely the subjects of what Blanchot calls 
‘an infinite passivity’ perpetuated through 
writiq^. Furthermore, it seems to me that the 
positioning of the historian itself mimies in 
some ways that of the government official, 
i e, s/he is as distanced from the real pain 
and agony that the victims of disaster have 
felt and thus in no position to provide an 
adequate representation of it. Hence it is 
crucial, Pandey thinks, for historians to 


include the marginalised narratives of 
individual victims in their description, so as 
to achieve a more textured ‘truth’. 

However, at least two problems 
immediately arise. One. the people’s 
narratives are generally told to outsiders, to 
activists or ofllcials, for obvious reasons. 
Within your own community, your suffering 
is already ‘known’, experienced; there is 
thus no need to ‘tell’ shared pain. When you 
do ‘tell’ your pain, to the activist or the 
official, the cultural repertoire on which you 
draw is deliberately fashioned, as I have 
tried to show, to minimise both pain and 
agency, to distance the teller from her tale, 
and the tale from the listener. 

No naive conception of the immediacy 
and particularity of pain will serve the 
historian well here. People suppo.sedly robbed 
of agency by historical forces and by 
historians’ representations, can produce 
subtle narratives which in their turn rob their 
oppressors of personhood and individualism, 
by the ironic device of turning them into 
pseudo-gods. Such complex narrative 
strategies require that the cultural coding of 
disaster in a post-colonial society, and the 
uses to which traditional vocabulary is re¬ 
adapted, must first be carefully considered 
(e g, references to the gods, fate, kinship 
paradigms, etc). 

The second difficulty has to do with 
extending the analytical domain of history 
to include poetry, as Cyan Pandey has 
suggested, in cases where affect is obviously 
an important part of circum.stantial ‘truth’, 
but the historian is unable by the very terms 
of his profession to attempt a description of 
that sort of ‘truth’. And if poetry is admitted 
as historical evidence, why not fictionalised 
history? Should short stories, novels, dcicu- 
dramas about the Bhagalpur blindings, the 
Partition, the Latur earthquake, be privileged 
as ‘history’ because they describe affect, in 
a manner the historian cannot avail of? Most 
historians would protest that their discipline 
is committed to producing narratives where 
causality isempha-sised. Academic histories 
are motivated by explanatory concerns;'^ 
representing suffering ‘artfully’ thus comes 
a poor second to marshalling evidence that 
establishes the agencies responsible for that 
suffering. This may be so, but the vexed 
- and decidedly post-modern - question that 
Cyan Pandey has raised remains - how is 
the historian to give due weight to affect in 
his work? 

In another but related context, the 
philosopher Richard Rorty has discussed 
how philosophical writing might deal with 
affect. Rorty’s position is that concepts like 
freedom, solidarity and suffering are best 
understood not by philosophical works but 
by literary ones.'^ With the best will in the 
world the philosopher cannot ‘explain’ these 
notions, at most he can conduct a dialogue 


with writers, argues Roity. Indeed it might 
be said that Roity’s line in this matter is - 
‘the statement shall wither away and be 
replaced by the subjunctive’. Or to put it 
in anotherway: ‘if-then’ clauses-the classic 
structures of causality - will yield to ‘if-’ 
- the classic structures of fiction. Now, the 
alleged ‘failure’ of the philosopherto produce 
satisfactory deductive generalisations about 
emotion, and that of the historian to produce 
empirical generalisations about ‘suffering’ 
ate, in my view, comparable because they 
centre on the same paradox. 

'The paradox has the following shape. 
Fiction can and indeed must describe 
individual protagonists, i fit is to move hearts. 
Dicken’s canvas is the French revolution in 
his Taie of Two Cities, Rabindranath Tagore’s 
subject in Cora is India’s relationship with 
Empire, Bhisham Sahni's theme the nobility 
and terror of partition in Tomas. Tolstoy’s 
War and Peace, but they all work through 
characters whom we meet face to face. 
Disaster as.sumes identity in a creative text, 
comes to have what Shakespeare called ‘a 
local habitation and a name’. 

History, on the other hand, necessarily 
involves numbers. It was E H Carr who said 
in effect, in What Is History?, that had 
Caesar crossed the Rubicon alone, the 
incident would have passed unnoticed. When 
he cros.scd it with an army of soldiers - that 
became a ‘fact of history’. Numbers make 
history, as every historian recognises - so 
many hundreds killed m an earthquake, so 
many murdered in a riot. But in order to 
render emotion, you need the individual 
mode, which cun only be literary and artistic. 
That is the paradox. 

To be a player in the grand narrative of 
state, even as a lead actor, you need to be 
part of a larger whole. And huge numbers 
tend towards homogetiisajion/hcgcmonics. 
It is for this leason that die historian can 
never, given the nature of his professional 
domain, individuali.se his narrative, nairow 
it down to the poignant story of one or two 
individuals from the inside. That interior, 
individual aocount would not then be history, 
even if it involved historical personages. It 
would tend towards fiction. 

* The tension that exists between hvstoiy 
and literature involves generic differences of 
scale, anther intcriority. The result is that 
one is centrally concerned with the 
description of mammoth events, and the 
other with representation of individual 
emotion. Perhaps this is too simple a turn, 
but it does show why the dilemma of ‘the 
historian with a heart’, is inherent, it can 
never be completely resolved. I want to 
emphasise, however, that this u$e of a 
vocabulary which resonates with the 
emotional connotations of the wordMieart’ 
should not be taken to imply that we are 
returning to the bad old subjective/objective 
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division of labour between literary and 
historical depiction. 

Disasters, natural and nominal, by reason 
of their scale, are the stuff of history. Yet, 
of the three kinds of narrative that I have 
discussed in the paper it is historians alone 
who strictly keep these kinds apart, privileg¬ 
ing nominal kind calamities over natural 
kinds in their writings, not only because they 
possess analytic minds, but because agency 
seems much more attributable in thcsecases. 
This could be a fallacious judgment. 

Given the distanced nature of the post¬ 
colonial state, and its agency erasing 
narratives, as well as the fragmentary 
narratives of the people which al.so avoid, 
often with prescient wisdom, directly 
condemning anyone, historians have a greater 
duty than ever to analyse agency more 
thoroughly. It is clearly the case that agency 
is a slippery customer, which goes 
underground in most available narratives. 
Further, as the blurring of nominal/natural 
kind categories in these narratives 
demonstrates, neither ‘the state' nor ‘the 
people' arc so naive as to suppose that the 
one involves only the victims of viciousness 
and the other the victims of fate. Punishment 
is deserved by some in both these cases, and 
in both the capacity and willingness of‘the 
state' to identify and judge the culpable is 
more than a little suspect. 

Hence, the ‘burden’ of historians, to reu.se 
again a word which Kipling and latterly 
Gayatri Spivak,''’ have both utilised, must 
be to expose the trahison des clercs, and 
to document the ways in which these agents 
of the state manage to hoi.st themselves into 
a position ot godlike control over all kinds 
of suffering - the natural as much as, maybe 
even more than, the nominal. Perhaps this 
goal can be achieved by first conceding that 
while suffering is a palpable phenomenon 
where disasters are concerned, agency is 
neither palpable nor singular, and it is in 
tilling out this concept that the skill of 
historians is most urgently needed. Everyone 
with any 'voice' at all weeps for‘thesuffering 
of the people' in India, and it is hard to 
differentiate between the crocodile majority 
and the concerned minority in this area. 
Therefore, it is my belief that if there is any 
point at ail in historians taking on board the 
idea that it is the ‘moment of suffering' that 
they are charged with ret'ording, then that 
point has to come from a recognition of the 
fact tha^ a supposed 'moment' of suffering 
has complex causal antecedents, requiring 
a more nuanced analysis of agency. Unlike 
the subaltemists in this matter, 1 see a crucial 
problem for the historian not in the fact that 
the ‘suffering'is so refractory a phenomenon, 
but in the fact that 'agency' is so elusive a 
concept. 

It is the tragedy of our post-colonial 
inheritance that so-called ‘moments of 


suffering* - a term blithely used by post¬ 
modern historians even though Wittgenstein 
argued very plausibly a long time ago that 
‘momentary grieP worked like a linguistic 
oxymoron precisely because it was a 
psychological impossibility'^ - stretch so 
far into narrative infinity. 

Notes 

(This paper was first presented at the national 
seminar on ‘Post-Modernism: Narration and 
Difference' held at the University of Delhi in 
November 1991. A somewhat revised version wa.s 
subsequently delivered os a lecture at the Jackson 
School of Intemalionai Studies. University of 
Washington at Seattle, in May 1994.] 
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Q; What arc you cooking Didi? 

Ans: Just cooking egg curry, .spinach, dal. 
fish curry and chapati. 

Q: What is your memory of childhood from 
Barisal? Say. just before you left Barisal? 
Ans: We stayed on. We meant to stay and 
stayed on. ^nre people suggested not to 
keep the girls back and to send them away. 
Then after efforts for day tickets were 
procured on the third day in the mail steamer. 
Father got me and my sister aboard the 
steamer. We started Wc reached Khulna. 
It was terrible situation in Khulna with huge 
crowds. We had no hope to get any chance 
on the train. We were two poor sisters. 
People were asking us who was 
accompanying us, we told them we were 


with our brother who hod just gone to fetch 
some food. We didn’t want to let them 
know that we were all alone. After the 
departure of tliree trains, wc iiianagcd to 
get on to the fourth. After much trouble we 
amved at Senldah at 2 o'clock at night 
Where could we go at such an hour ' We 
spreadablanketontlrepluiiuiiiiundwaited ' 
Again we were asked who was | 
accompanying us. We gave them the same 
reply that our elder brother was with us and 
that he had gone to fetch some food We 
ate some food the next morning Mother 
advised us not to ask anybody for anything 
and that wc could only ask the police. The 
police asked us where we had come from 
and where we were going. Wc gave our 
address The one in Baligon). The police 
officer pul us III a bus for B.’iliganj. We 
went up to Baliganj station From the station 
we hir^ a nckshaw. We kept asking people 
fordirections and finally wc found the place 
opposite the tnangular park. And then wc 
stayed there. It was a painful expenence 
We were very unwanted and they dtd nut 
like our presence. 

One night .some policemen c.'imc to our 
room and told us to leave the camp because 
we had been allotted a place m Naktala f 
refused to leave as it was still mid-term and 
it would be disruptive for my school-going 
brothers and sister. I agreed to leave in the 
next term. There was no end to our sorrows 
al that lime. There were also some ruffi.ms 
who would pe.ster us and insult us 
continuously. Young giiis were at their 
mercy. A man used to follow me every day 
when fgoi offt he bus I told my .scsier about 
It and one day she caught hold of him and 
accused him of following me There was 
a big scuffle in the camp. 

Afterwards we moved to Naktala Camp It 
was only because we had ‘free rations’ that 
we managed to keep alive in that camp. I 
used to go to Howrah station godown in 
the morning to collect the fiee ration. In the 
evening I would return with a truckload of 
goods for the people in the camp because 
most of them were illiterate. I had some 
special favours because the man in charge 
of the distribution held me in high esteem 
hecau.<ie I belonged to a high caste. I was 
given finer .sarees I don’t know what you 
think of such things but I regard them to 
be dc.stiny. Becau.se of this good fortune we 
received those fine cUnhcs which wc .shared 
aiiKing ourselves. Life in Naktala was veiy 
hard. After my brothers and sisters had 
eaten their meal I would have the leftovers, 
that IS how I survived. There wasn’t any 
more free rations. 

The majority have suffered for the benefit 
of a few This is how I see it as an ordinary 
person. I never participated in any party 
politics. But I always stood in protest to 
what Iconsideiedbod. Leaving a.sidc politics 
and parties, I strongly believe that partition 
happened for a small section of society. Do 
you think it would be good for the common 
people? I cannot say who all those people 
are whom it affect^. I can only say this 
much that it has happened solely for the 
benefit of a small section of society. But 
who they are? I understand well that it is 
for the benefit of a few and not of ait. If 


Economic and Political Weekly March IS, 1997 


341 



ii was for everybody then we would not 
have suffered so much. 

Q: From your own experience what do you 
consider to be the best lesson for the next 
generation? 

Ans: I have learnt from life that no struggle 
is in vain and no pain is a waste. Everybody 
should Tight and .stand on one’sown. Labour 
is never lost. All sorrow stems from the 
dependence on others. Know your own 
limits and your own capacities to make the 
best use of them. Then all problems will 
disappear. 

Don’t wait for others to do what you wont 
to do. Rely on yourself and try to gain 
success. I never expected anything from 
others, nor did I receive anything. I never 
felt sorrow in particular. I have accepted 
everything as duly. I tell all my friends, 
relatives, and children not to consider 
“hardship" as pain and to “work". The results 
will show. Happiness and sorrow run 
parallel. However. I lived my life in my 
office and working with the family. I had 
no chance to cultivate an interest in art and 
literature. It is hard for me to explain things 
in a very orderly manner. 

7 My own records of narratives of disaster 
were initially documented as a callow 
student, attached to a party of government 
of West Bengal officials and CPM party 
cadre visiting villages in the aftermath of 
the extremely severe floods of 1978. Even 
after all these years, that experience lives 
vividly for me. I would also like to 
acknowledge here Sujit Poddar's help here 
in guiding me at that time - it is a debi I 
can never adequately repay. An extract from 
the transcripts of my recordings, taken with 
the permission of the villagers of Midnapur 
and Diamond Harbour, follows: 

A: What you - um - feel worst about is 
...those who’vc grown old...for them. A 
neighbour of ours...he went ..he was 
working theie, (and] on the Kolagliat bridge 
stood nn old - very old - what hapjicned 
to this per-son was - he stoixl a long while 
in the - um -- he's standing in the water 
- the rain (constantly) dnps down on him 
from the roofto the shelter, his whole back 
is covered with sores., tlic water keeps 
dripping...there's no way one can move... 
he's hanging on by holding on to a stoke... 
what suffering! Things continued like this.. 
B. What suffering people have togothrough! 
A: It was like this for two whole days - 
that means he stood there for five days in 
this condition. His hands were covered with 
watery, watery ...sores. That's exactly what 
was happening - desiniction of the liands 
and lect 

K .See, for instance. Spivak's 'Introduction' to 
the volume mentioned in footnote .S, pp 26- 
32 and .several subsequent pieces, most 
famously in ‘Cm the Subaltern Speak?' in 
Marxism and the Inlerpreiatian af Culture 
edited by Cary Nelson and Larry Grossberg, 
University of Illinois Press, Urbana. 1988. 
followed by a couple of essays in Outside in 
the Teaching Machine, Roiitlcdge. London, 
1993 and chapters ten and eleven of A Spivuk 
Reader. Routledge, 1996. 

9 Partha Chatterjee, The Nation and Its 
Fragments: Colonial and Postcolonial 
Histories. Oxford University Press. Delhi, 


1994. See especially chapter six ‘The Notion 
and Its Women’ and chiqiter seven ‘Women 
and the Nation’. 

10 A question by Raimonda Modiano prompted 
me to think in terms of deification being a 
powerful trope in the conduct of conversations 
with officialdom. I am grateful to her for the 
insight. 

11 MaanceBlmchoi.TheWritingoftheDisaster 
or l.'Ecriture de Desastre, translated by Ann 
Smock, University of Nebraska Press. Lincoln 
and London, 1986. All quotations from this 
source. 

12 On the issue of explanatory concerns, we may 
refer to Paul Ricouer's remark on narrative as 
‘the keeper of human time' that preface this 
essay. As Maria Villela Petit points out in her 
article on Ricouer in the volume mentioned 
in footnote I. one of his central themes is the 
relation.ship of the fictional narrative to the 
historical archive. Indeed, Ricouer shows a 
special consciousness of the work done by 
the Annalcs school of historians in France, 
whose work in turn has influenced, as we 
know, the subaliemist historiographers of the 
subcontinent. For example, Ricouer writes 
explicitly: 

. .histonans are not simply narrators, they 
give reasons why they consider a parti¬ 
cular factor rather then some other to be 
the sufficient cause of a given course of 
events... Placed In the teal or potential 
situation of a dispute, they attempt to prove 
that one explanation is better than another 
(Time and Narrutive. Volume I, p 186 and 
p I7.S). 


13 Richard Rorty, Contingency, Irony and 
Solidarity, Cambridge University Press, 1989. 

14 E H Carr, What Is History? Penguin Books, 
Honnondswotth, 1990, pp 11 and 49-50. 

It is the historian who has .decided for his 
own reasons that Caesar’s crossing of that 
petty stream, the Rubicon, is a fitet of history, 
whereas the crossing of the Rubicon by 
millions of other people before or since 
interests nobody at all... These nameless 
millions were individuals acting more or 
less unconsciously, together, and 
constituting a social force. The historian 
will not in ordinary circumstances need to 
take cognisance of a single discontented 
pca.sant ordiscontented village. But millions 
of discontented peasants in thousands of 
villages are a factor which no historian will 
ignore. 

15 Gayatri Chakrabony, Spivak, ‘The Burden of 
English’ in The Lie aj the Land: English 
Literary Studies in India, edited by Rajeshwari 
Sunder Rajan, Oxford University Press, 1992. 

16 Ludwig Wittgenstein, Philosophical 
Investigations, translated by G E M Anscombe, 
Basil Blackwell, Oxford. 1976. p 174. 

‘GrieT describes a pattern which recurs, 
with different variations, in the weave of 
our lives. If a man's bodily expression of 
sorrow and of joy alternate, say with the 
ticking of a clock, here we should not have 
the charactcri.stic formation of the pattern 
of sorrow or of the pattern of joy “For a 
second he felt violent pain” - [but] why 
docs it sound queer to .say: “For a second 
he felt deep gneP’? 
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Gender, Law and Sexual Assault 

MP Singh 

Feminist perceptions of law have generated several redeeming strategies in many countries. To understand the 
impact of feminist ideas and the movement on law reform in India an attempt is made here to look at changes 
in the rape law and compared it with the law reforms undertaken in Canada. 


FEMINIST consciousness has influenced 
jurispmdence, leading to a demand for new 
juristic precepts moulded in the experience 
and image of women to emancipate them 
from continued oppression due to preferential 
socio-cultural construct of gender. Feminist 
approaches to law have developed in various 
phases generating dominant ideological 
paradigms and redeeming strategies. In 
developed societies, among other things, its 
impact on the law of rape has. however, been 
concrete. A comparative study of the legal 
approach to this problem would lead to 
signi Hcant conclusions. First, it could explain 
the impact of feminism on law reform, and 
secondly, the Comparative nature and inten¬ 
sity of patriarchy and the male resistance to 
any attempt to limit traditional male sexual 
rights. A study of the Indian law of rape is 
attempted here to understand the phenomenon 
with reference toCanadian instatKes wherever 
appropriate. The assumption is that patriarchy, 
as a system of value and practice, is weakening 
more in Canada than in India. Reasons for 
the difference may be found in the cultural 
milieu of developed and developing societies. 

Feminist issues have emerged due to 
recognition of the fact that while sex is bio¬ 
logically determined, gender and the role 
attached thereto is socially and culturally 
constructed in the context of specific histories. 
Gendered oppression of women is common 
and has a cross-cultural dimension. But sub¬ 
ordination of women under patriarchy and 
the strategies for emanci pation invite specific 
consideration of class, religion, race, ethnicity 
and quality of economic and political develop¬ 
ment. Feminists have adopted different 
paradigms of change ranging from liberal to 
Marxist and radical feminism. Law, with its 
structural limitations, haS been Considered 
*by ^tne to be an instrument of transformation 
[Smart l994f.t%rexamplc, ‘result-equality’ 
liberal feminist approaches to law without 
challenging the existing social, economic 
and political structures including the Ifegal 
system, recognise that these structures are 
gendered, therefore, strategies of law reform 
must be carefully designed to take into 
account theiractual andoften different effects 
upon women and men [Shropel 1985], 

It is important to mention that the Con- 
, stitution of India has guaranteed equality 
before law and eqal protection of laws 
(Article 14) and prohibits discrimination on 
the ground of sex and it has empowered the 
state to make special provision for women 


and children (Article IS). It has made 
provisions to prohibit traffic in human beings 
and for just and human conditions of work 
and maternity relief (Articles 23 and 42). It 
is a constitutional duty of every citizen to 
renounce practices derogatory to the dignity 
of women (Article 61 A). One-third of seats 
in local bodies for women are reserved 
(Article 243D). There is a plethora of 
legislations in the form of affirmative action 
to protect, ameliorate and empower women 
which could be brought into the ‘result 
equality' approach of legal feminism. Law 
reform dealing with women’s issues in India 
has been the result of social reform move^nt 
starting since the beginning of 19th century 
during the national movement of challenge 
and resistance to imperialism (Jayawardena). 
This social movement to reform male- 
dominated traditional structures, which is 
generally studied as growth of feminism, has 
been mainly the humanist component of 
Indian renaissance and freedom struggle. 
The legal campaign to ameliorate the 
conditions of women in India, now, is the 
extension of humanism into law rather than 
incorporating the niceties and nuances of 
.western feminist consciousness emerging 
from a particular stage of capitalist develop¬ 
ment. Feminism in India, however, could not 
transcend the history-specific patriarchy 
continued in some form or the other (Baxi 
1987]. Though law reform in India, is quite 
visible, less attention is paid to legal femi-^ 
nism, which argues for the necessity of 
incorporating women-centred orgynoccntric 
values in all major social institutions in¬ 
cluding law [Miles 1985; Boyle et al 1985]. 
While women’s demands for formal equality 
have, however,'been met and legal systems 
have even recognised protective discrimina¬ 
tion in their favour, for majority of women 
the role of law has been very limited in terms 
of .women’s problems of domination and 
genderdiscrimlnation. This has led feminists 
to argue for the study of patriarchal instances 
of law’s oppression of women. Reference to 
the value and practice of the dominant 
patriarchal social order, therefore, may be 
relevant to understanding gender issues in 
the Indian context. 

Indian Patriarchy' 

The western impact on Indian middle class 
during the colonial rule in early 19th centuiy 
evoked a response of social reform. Certain 
aspects of patriarchy’ attracted the attention 


of social reform. The reform campaign was 
focused on widow remarriage, polygamy, 
women’s property rights, education, the 
system of ‘sati’ and child marriage. The 
reformers introduced a bill in 1891 raising 
the age of marriage of girls to 12 years. The 
supporters of partiarchy opposed the bill in 
the name of religion and Hindu traditions. 
In order to be brief, we select the Indian 
patriarchal response to the Age of Consent 
Bill, 1891 as the test case showing values 
and practice of patriarchy in India. According 
to conservative opinion the primary function 
of a woman was procreation and therefore, 
she should be married at the first occurrence 
of puberty .They made nodistinction between 
girlhood and womanhood. Some of the British 
lady doctors who treated injured‘girl wives’ 
appealed to the British government against 
this kind of brutality upon girls below 12 
years of age. This brutal marital rape resulted 
in various grievous iiyuries like haemorrhage, 
ulceration andparalysisoflowercxtremities. 
The instance of tlw Age of Consent Bill 
presented in 1891 is indicative of the rigid 
and exploitative nature of patriarchy in India. 
Patriarchy, true to its definition in the Indian 
context, prevails in the form of domination, 
a mode of family coercion and cultural 
construct of property ownership. It is a form 
of appropriation of women's labour, sexuality 
and fertility and it is a form of the right of 
the male which should be enforced by 
physical violence - including rape which is 
the ultimate and grossest form of violent 
expression of patriarchal and class oppression 
[Gandhi and Shah 1991] or socio-economic 
sanctions or both. The components of 
patriarchy corresponding to ideology and 
institutional practices were as follows 
[Kosambi. 1991]: (i)The most important 
goal of life of woman is to act as vehicle 
for procreation of sons. The seed (male) has 
primacy over soil (female).' Even in the act 
nf reproduction man is superior to woman. 

(ii) The ‘samscaras’ (religious sacraments) 
lead to spirtTual excellence but woman is 
entitled to only one of them, Ke. marriage. 

(iii) Women could be owners of propeKy but 
they could not dispose it of not even the 
‘stridhan’ (bridal wealth) whereas man has 
full property rights over house, land, 
livestock, sons, wives and maids. Thus, she 
was deprived of participation in economic 
process, (iv) Woman was also excluded from 
public life as she was alleged to have 
uncontrollable sexuality and she could. 
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(hertfore. be polluted, (v) Man is the insider 
in kinship relations whereas woman is the 
outnder having loyalty only to her husband. 

These elements manifested through various 
institutions like child marriage and enforced 
widowhood. A woman's status was deter* 
mined in terms of her usefulness. She was 
used - from early childhood by early con¬ 
summation in child marriage; afler the death 
of her husband she becomes ‘unuscful’ soul 
[Altekar 1991]. Widowhood was enforced 
upon her as a harsh iastitulional practice. 
During the national movement, along with 
legal reform in-spired by humanitarian and 
liberal values, the woman was elevated to 
the myth of 'mothcr-lndia' and a social 
philosophy of deprivation and sacriflcc 
covered up the motives of patriarchy in India. 

We shall examine the current problematic 
of gender diiicrimination and sexual assault 
through two basic concepts. One, that there 
are patriarchal structures in all areasof society 
including law. These structures are to be 
demolished.Two.victimologically speaking, 
the impact of crime differs in intensity and 
.social consequences genderwise, for instance, 
.sexual assault has very wide and devastating 
effects on women whereas it is not so 
consequential to men. We shall study, further, 
with special reference to law of rape, the 
operati veaspects of the alxwe concepts taking 
Canadian law as a reference model. A 
deviance from the Canadian model provides 
knowledge of the gaps in the Indian context 
which may provide a meaningful discourse. 

Rape; Law REFtjRM 

We have taken the statutory reform in rape 
law in Canada as the model of comparison 
with the Indian conditions in terms of judicial 
trends and limited law reforms. The early 
1980s, particularly 1983, is important for 
this comparative study in the sense that both 
in India and in Canada the law of rape went 
through significant changes. In Canada it 
was the result of a prolonged campaign by 
feminist writers and women's organisations 
and also due to the incorporation of the 
Charter of Rights and Freedom in the 
Canadian Constitution in 1982. Section IS 
of the Charter granted right of equality without 
discrimination on the basis of sex. Such 
rights and freedoms are guaranteed under the 
Constitution of India from the beginning. 

In India a massive campaign including 
public protests and wide media publicity was 
launched after the infamous Mathura judg¬ 
ment by the Supreme Court in 1979. The 
principal gain of the campaign was that rape, 
which was hitherto a taboo subject emerged 
as a problematic. The eampaign in India had 
two major demands. One, shifting of the 
burden of pcoof of theemnent on the accused, 
and two. in a rope trial victim’s past sexual 
history should nut be excavated. The Law 
Commission of India, appointed to suggest 


amendments, came out with various positive 
recommendations both substantive and pro- 
ccssuai [Agnes 1992]. However, the bill pre¬ 
sented to die parliament excluded all those 
demands and recommendations which could 
have made an impact on the power relations 
based on patriarchy and also on ideas such 
as that women are morally underdeveloped 
and female sexuality is complementary to 
male sexuality. 

Some important features of the 1983 
amendments in the law of rape were (i) 
criminalisation of custodial sexual inter¬ 
course by policemen, public servants, 
managers of public hospitals, remand homes 
and wardens of jails even if sexual inter¬ 
course is with the apparent consent of women, 
(ii) provision for minimum sentence of 10 
years in cases of custodial rape, gang rapes, 
rape of pregnant women and girls under 12 
years of age and seven years in all other 
cases. A regressive provi.sion was added 
making media publication of rape-trials a 
bailable offence, and (iii) now, consent 
became invalid when a woman, by reason 
of unsoundness of mind, or intoxication, 
was unable to understand the nature and 
consequences of the act. to which she gave 
hercon.scnt. Declaring such consent as invalid 
seems to be a futile legislative exercise in 
view of Section 90 of the Indian Penal Code 
if it is known to be given under fear or 
misconception; consent given by an insane 
or intoxicated person; or consent given by 
a child under twelve years of age. Although 
the aiTicndments were inadequate in view of 
feminists' demands, the 1983 enactment was 
an indication ot some measure of success to 
the campaign and was welcomed as a pro¬ 
gressive step - a beginning [Agnes 1992]. 

In Canada, extensive changes to the old 
law of rape by the 1983 amendment, and the 
symbolic me.ssagcs contained therein are as 
follows: 

Violence vs Sex 

A number of crimes including rape and 
indecent assault were removed from part IV 
of the Criminal Code dealing with sexual 
offences, public morals and disorderly 
conduct, and added to part VI relating to 
offences against the person and reputation. 
Now, gender-neutral sexual offences are 
divided into three categories; sexual assault, 
sexual assault with weapon or threat to third 
party causing bodily harm and aggravated 
sexual assault [Boyle 1994]. The change of 
nomenclature from rape to various categories 
of sexual assault was an attempt to focus on 
violence rather than sex. The offence of 
sexual assault, now. includes male homo¬ 
sexual rape also and is not limited to the 
traditional derinitional areas like meaning of 
consent, mistaken belief and fraud. The 
discrimination still exists yet symbolically 
sex discrimination has been attempted to be 


eliminated fromdefinitionof sexual violation. 

In August. 1991 the Supreme Court of 
Canada in Scaboyer and Gayme (bOCCC 
(3d) 321 (SCO) struck down S276 of the 
Criminal Code which limited the questioning 
of pa.st sexual history of the victim ol .sexual 
assault as violative of the rights of the accu.sed 
to a fair trial. This decision was considered 
"by women’s groups across the country to 
strike a devastating blow to women's rights 
in Canada". The decision to admit or exclude 
the evidence of victim's past sexual history, 
thus, was left largely to the discretion of 
individual judges. However, the Scaboyer 
decision inaugurated an active new phase of 
rcderining and restructunng the law ot sexual 
assault. Taking help from the dis.senling judg¬ 
ment in Scaboyer and perhaps the strongest 
and most effective and historic lobby effort 
by women's groups in Canada, in August 
1992, bill C-49 was introduced which f(x;used 
on three main issues: First, bill C-49 set out 
a new test to determine whether a complai¬ 
nant’s sexual history may be admitted; 
second, it provided a definition of “consent- 
for the purpose of sexual assault offences, 
and third, it restricted the defence of mistaken 
belief on consent". 

Bill C-49 made an advance in defining 
consent as “the voluntary agreement of the 
complainant to engage in the sexual activity 
in question”. 

TTic proof/if consent is negated when it 
isobtained:(i) Where complainant is'Mncap- 
able of consenting to the activity”; (ii) When 
the agreement is expressd by a person other 
than the complainant; (iii) Where “the com¬ 
plainant expresses by words or conduct, a 
lack of agreement to engage in the activity”, 
i e, a “no means no provision”; (iv) Where 
the accused abused a “position of tnj.st, power 
or authority”: (v) The pa.st .sexual hi.story of 
the victim is not admissible to show consent 
or lack of credibility; and (vi) A judicial 
discretion would bcexcrcised in admissibility 
on the basis of its probative value in the 
interest of justice. 

In sum, tte law on sexual assault, in Canada, 
refrains from the overt sexism charateristic 
of the former rape law. Married women are 
no longer presented as the sexual properly 
of their husbands. Neither arc sexually 
liberated women assumed to be a common 
male property. Although the new law 
continued to allow some evidence as to the 
sexual conduct of the victim, complainants 
are not presumed a priori to be mendacious 
and morally suspect. Victims of sexual 
aggression are not automatically assumed to 
be female. And female sexuality is no longer 
defined exclusively by male sexuality. 

Rape: Judicial Construction 

Legislative reform in the law of rape had 
progressive symbolic messages and the 1983 
amendments, in India, could be said to be 
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I some measure of success to the feminist 
i campaign following the Mathura case. But 
I it is the judicial construction of the offence 
' which really matters to the victim, to the 
offender and to the society. We wi 11 examine 
here, the role of courts from a feminist stKio- 
legal perspective. In the analysis of judicial 
decisions the misogynic treatment of rape 
victims by the police and prosecutors could 
also be di.scerncd. 

Content 

The major component of the feminist 
campaign after the Mathura case was 
regarding the construction/dcconstruction of 
consent in the definition of rape. Mathura, 
a 16 year old tribal girl was raped by two 
police constables in a latrine situated within 
the compound of police station. The Supreme 
Couil, in its turn, however, held that the fear 
was not the fear of death or hurt as required 
by clause thirdly of Section 375 of the Indian 
Penal Code.^ And any fear not amounting 
to fear of death or hurt dties not vitiate the 
consent in the offence of rape. In.si.sting upon 
the circumstancial evidence, it was held: 
The circum.siancial evidence available, 
iheieforc, is not only capable of being 
con.sirucd in a way different from that adopted 
by the high court hut actually derogates in 
no uncertain measure from the inference 
di awn by it (Tukarain vs Suite of Maharashtra 
AIR I97VSC 185 at 189). 
lire Supreme Court, throughout.disbelicvcd 
the tribal girl and acquitted the accused on 
the basis of a priori judicial construct of 
consent: 

Her failure to appeal to her companions who 
were not other than her brother, her aunt and 
lover and her conduct in meekly following 
(Ganpat) apiiellunt and allowing him to have 
his way with her lo the extent of satisfying 
his lust in lull, makes us tcci that the con.sent 
in que.stion was not a consent which could 
be brushed aside as 'pniiiiive submission'. 
The concept of ‘consent’ constructed in the 
Mathura ca.se has. however, been reinlorccd 
by requiring the proof of ‘utmost physical 
resi.stance'. In Vijayan v State (1993 (CrU 
2364 at 2373) there was a gang rape of a 
married woman wherein the consent was 
presumed on the ground that: 

...if two persons one by one had sexual 
intercourse, there would have been injuries 
on her priv.ntc part, ...her body and abrasions 
on the ankle and on the back. 

The requirement of serious or utmost 
physical resistance to prove ‘non-consent’ 
in the offence of rape is based, perhaps, on 
the Freudian conjecture that women’s lack 
of resistance stems not from fear but rather 
from an unconscious need to be ravished or 
from some clement of masochism or self- 
hate. It may be submitted that the victim's 
behaviour may be relevant, sometimes, only 
to deciding the appropriate treatment of the 
offender but not for the proof of guilt for 


conviction where only the intention of the 
accused is relevant. Those who require proof 
of physical resistance must be aware that it 
is likely to lead to permanent injury or murder 
of the victim [MacNamarra 1977]. 

In the year 1983 by the Criminal Law 
Amendment Act, Section 114-A was inserted 
in the Indian Evidence Act, 1872 wherein 
non-con.scnt shall be presumed by courts 
where sexual intercourse by the accused is 
proved in the cases of custrxlial rapes, 
pregnant women, women under twelve years, 
and gang rape. The symbolic message 
incorporated in such provisions is being 
reflected in judicial decisions. For example, 
in Sheikh Zakir v State of Bihar (1983 CrU 
1285 Supreme Court), it was held that ab.sence 
of any injuries on the person ot the prosecutrix 
may not by itself discredit the statement of 
the prosecutrix, and she cannot be disbelieved 
merely because she was a helpless victim 
who was by force prevented from offering 
serious physical resistance. In Balwnnt Singh 
(AIR 19.87 SC 1080), a .school-going girl 
aged about 19 years was gang-raped. It was 
argued in appeal, before the Supreme Court, 
that the absence of injury on the back of the 
prosecutrix or any part of her body falsifies 
the ca.se of forcible rape and suggests that 
the prosecutrix did not offer resistance. The 
court found the argument devoid of any 
merit and observed that a teenage girl in the 
presence of accu.scd persons, four in number, 
was not expected lo offer such resistance 
as would cause injuries to her body. 
Contextual isiition and perspccti vity [Razack 
1991; Sandel 1982] in cases of rape arc being 
gradually accepted by courts and consent is 
judicially defined to mean active will in the 
mind of a person to permit the doing of an 
act and knowledge of what is lo be done or 
of the nature of the act. Consent supposes 
a physical pttwer to act, a moral power to 
act and a serious, determined and free use 
of these powers. Every consent toad involves 
submission, but it by no means follows that 
a mere submission involves comsenl (Vijan 
Pillai vs State of Kerala 1989 Kel U 234). 
Rabinarayan Das vs The State (1992 CrU 
269) is a case where the accu.scd committed 
rape on a blind girl after her abduction. It 
was argued on behalf of the accu.scd that the 
ab.sence of injuries on her person and also 
lack of physical resistance c.stablishcd 
con.scnt. 'flic court, di.sagreeing with the plea, 
defined coasent to mean; 

...agreement community of feeling and 
opinion, unanimity, to agree not to resist or 
prevent, to acquic.scc in... obviously consent 
involves no denial, no resistance. It cannot 
be equated to inability to resist out of 
helplessness. 

It was observed, further, that absence of 
violence or stiff resistance may even suggc.st 
helpless surrender due to sheer timidity and 
would not amount to consent. This line of 
thinking is manifest in the judgment of the 


Supreme Court in State of Orissa vs 
Gangadhar Behuria (1992 CiU 3814). In 
this case the accused, above 40 years of age. 
raped a teenager twice in the daikness of the 
night under the threat of disclosure to the 
police and others nearby. On the issue of 
consent it was observed: 

Taking into consideration the dominant 
position of the accused, helpless situation in 
which PW I (victim) was situated and belief 
that police is near about, disclosure of event 
immediately afterwards to those who were 
present.... and disclosure of the event to her 
mother on her first meeting with her after 
the event, are circumstances to come to a 
conclusion that she had neither consent nor 
was she willing for sexual intercourse with 
the accused and accused has sexual 
intercourse with her against her will as well 
as without her consent. 

In spite of the repeated demands by 
feminists, an important aspect of rape law 
which remains more or less unchanged is 
that lack of consent must be proved beyond 
all reasonable doubts by the prosecution. 
Here, the socio-cultural factors in the 
construction of a woman become very 
important and any dccontcxtualiscd inter¬ 
pretation in the name of objectivity may 
result in serious inju.stice to the wnrnged 
woman. In contrast to the social ecology of 
the western world, a girl or a woman in the 
tradition-bound non-permissive society of 
India would be extremely reluctant even to 
admit that any incident which is likely to 
reflect on her chastity, had even occurred. 
In the specific context of the Indian social 
milieu, its social mores, its non-permissive 
values and its code of life, the complainant 
of rape is generally truthful and. thus, non- 
consent is implied in it. Even though ‘non- 
consent’ is presumed in custodial rapes, the 
definition of consent as “the voluntary 
agreement of the complainant to engage in 
the sexual activity in question” incorporated 
in bill C-49 of Penal Code of Canada may 
be more functional in the law of rape in the 
Indian context.'' Feminist writers have 
questioned the consent clement of the 
definition of sexual offences on the basis that 
it is derivative of male rather than the female 
perspective and it has been observed: 

If we are not at the point where it is appropriate 
for the law to presume non-consent from 
silence... at the very least the criminal law 
ought to say clearly that women who actually 
say no must be respected as meaning it; that 
non-consent means saying no; that men who 
proceed nonetheless, claiming that they 
thought no means yes. have acted 
unreasonably and unlawfully [Esuich 1989]. 

Penile/Non-Penile Rape 

One of the objectives of criminalising only 
the penile rape has been to protect patriarchal 
marriage. Heterosexual penetration was the 
exclusive domain of the husband due to his 
desire to maintain sole access to a woman’s 
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vagina arising from his need to govern 
impregnation, progeny and inheritance rights. 
The woman was everywhere regarded as a 
species of property, which passed into the 
husband's family on her marriage (Altekar 
1991], In India also marriage was made 
obligatory sothatmenmay leave their lineage 
behind them through procreation.* 
Historically, the criminal act of rape, as 
viewed by men, was not sexual assault, but 
a trespass against his right to control vaginal 
access to ail women who belonged to him. 
Many western countries have already 
abolished the distinction between penile and 
non-penile sexual assault (Section 2 Crimes 
Amendment Act p9). In Canada, for example, 
the .structure of sexual assault, through the 
Criminal Law Amendment Act, 1983, has 
done away wit h all requirement forthe Crown 
to prove penetration of the vagina by the 
penis due to the fact that all the sexual assault 
offences now share a common definition of 
assault contained in Section 244(1) which 
refers in general terms to the application of 
force or the threat of it. Penetration by other 
objects may be more painful, offensive and 
disfiguring and may involve a risk of social 
.stigma and psychological harm | Brounmiller 
1975j.Thc patnarchal and pregnancy-centred 
definition of rape has lost its relevance for, 
the law of rape, in modem times, covers 
prepubescent. menopausal, sterilised, in¬ 
fertile women and also tho.se practising 
contraception (Temkin 1982]. 

In India, penis penetration continues to be 
the governing factor in the offence of rape. 
According to the Supreme Court of India, 
in.scrtion of linger into the vagina of a girl 
of the age of seven years and half causing 
severe injury may be an offence of assault 
hut notrape(Statcof Punjab vs MajorSingh, 
AIR 1967 SC63). Assault or use of force on 
any woman with an intention to outrage or 
knowing it to be likely that the accused will 
thereby outrage her modesty is punishable 
with two years' i mpresonment or tine or both 
under Section 3S4oriPC. InRavindra Dinkar 
vs State of Maharashtra, a young girl was 
sexually assaulted by the accused by forcible 
penetration of his finger leading to rupture 
of girl's hymen and bleeding. The Bombay 
High Court held that forcible penetration of 
finger docs not amount to rape nor does it 
amount even to assault. In a recent case a 
five-ycar-old girl was raped by a youth of 
around 18 years of age. Tfie girl was made 
to lie on-her stomach and was sexually 
assaulted from the back. The girl suffered 
severe injuries. At the police station the five- 
year-old victim stated that finger was inserted. 
Ironically, the police expected from the girl 
to have known the difference between penis 
and finger even when she was assaulted from 
the back. The offence was registered as 
indecent assault only under Section 354 of 
the Indian Penal Code having a nominal 


punishment (Agnes 1992]. Definition of rape 
in ‘male genital terms' suggests that priority 
of law is to retain exclusive control over a 
woman's vagina than to protect woman's 
sexuality or personal integrity. 

In the beginning the emphasis on the 
requirement of other evidence apart from the 
testimony ofthe complainant .seems tocontain 
the idea that women are morally 
underdeveloped and their testimony should 
not be irasted. Courts followed the English 
law that the advisability of corroboration 
should be present in the mind of the judge 
except ‘where circumstances make it safe to 
dispense it'. For example, in Pratap Mishra 
vs State of Orissa, a 23-yeur-old woman was 
raped by three persons in their youth. The 
accused were acquitted by the Supreme Court 
on the grounds that first, there was an absence 
of marks of injury on her body suggesting 
the absence of stiff physical resistance and 
second, corroborative evidence, being an 
imperative component of judicial credence 
in rape cases was also absent. In Gurucharan 
Singh vs State of Haryana, it was held that 
although a prosecutnx is not an accomplice, 
her evidence, as arule of prudence, is viewed 
by courts unfavourably unless reinforced by 
corroboration so as to satisfy the court's 
conscience that she is telling the truth and 
that the person accused of rape has nut been 
falsely implicated. 

However, the social and cultural specificity 
of women, in India, is now being gradually 
recognised by courts. Judges have shown 
concern regarding the indignities of women 
in different forms, the ultimate being rape. 
It has been observed that the prevailing 
Common Law standard of proof must take 
into account the fact that sexual aggrc.ssions 
against women arc generally committed on 
the sly so that very rarely direct evidence 
of a person other than the prosecutrix is 
available. In Chandra Prakash Kcwalchand 
Jain, the Supreme Court held: 

Couils must also realise the fact that ordinarily 

a woman, more so a young girl, will not stake 

her reputation by levelling a false charge 

concerning her chastity. 

Generally, cases of rape involving bad 
reputation and social ostracisation, if at ail 
brought to the court, are done so with greatest 
reluctance. Therefore if a girl docs come 
forward and alleges that she has been raped 
her evidence should carry more weight than 
thecvidcnceof an ordinary witness. A woman 
or a girl in India will rarely make false 
allegations on fabricated grounds. The 
statement is generally true in the context of 
the urban as also rural society. It is aLso by 
and large true in the context of .sophisticated, 
not so sophisticated and unsophisticated 
society [Bhagwada Bhoginbhai v State of 
Gujarat 1983 CrU 1096 at 1099], The court 
further observed that requirement of 
corroborative evidence and cross-examina¬ 


tion must have logic firmly planted on the 
Indian soil and judicial eyes focused on the 
Indian horizon. If the evidence of a woman 
or a girl are viewed with lenses tinged with 
doubt, disbelief or suspicion, the charge of 
male chauvinism in a male-dominated .siKriciy 
will be justified. It can be discerned that 
according to the emerging judicial opinion, 
a statement made by the wrongcrl woman 
carries more weight than the evidence of an 
ordinary witness and in absence ol strong 
militating circumstances corroborative evi¬ 
dence is not required. 

The earlier judicial demand of substantial 
corroboration was forcefully refuted in 
Krishan Lai's Case. Justice V R Krishna Iyer 
of the Supreme Court, observed: 

The court must bear in mind human 
psychology and behavioural probability when 
assessing the testimonial potency of the 
victim's version. The inherent hushlulness. 
the innocent naivete and the feminine 
tendency to conceal the outrage of masculine 
sexual aggression arc factors which arc 
rclevani to improbabilisc the hypotheses of . 
false implication. 

The above line of thinking on the relevance 
of corroborative evidence seems to he settled 
when the same judge in anothet case 
continued to observe in strong feminist voice: 

When rapists arc revelling in their 
promiscuous pursuits and half of human kind 
- wumankidd - is protesting its hapless lot. 
when no woman of honour will accuse another 
of rape since she sacrifices thcicby what is 
dearest to her. the court cannot cling to a 
fossil formula and insist on ciuroborativc 
testimony, even if, taken as a whole, the case 
spoken to by the victim siiikcs a (iidicial 
mind as probable. Hardly a scnsiti.scd Judge 
who sees the conspectus of circumstances in 
Its totality rejects the testimony of a rape 
victim unlc.ss there ate very strong circum¬ 
stances militating against its veracity [Rafiq 
vs State of UP I98(K4) SCC 262 at 265]. 

Apparently, ii seems that the testimony of 
a rape victim is acceptable becau.se no woman 
of honour would accuse another of rape in 
the Indian context but later on the stereotyping 
of honourable woman has been done away 
with and it has been observed that even a 
woman of easy virtue is entitled to privacy 
and no one can invade her (.State of Haryana 
vs Prcmchand and Others, AIR 1990SC 538). 

The requirement of recent complaint by 
the victim generally referred to as the ‘hue 
and cry' doctrine in the criminal justice 
systems, reflects the prevailing moral double 
standard which lent credibility to the sus¬ 
picion that to avoid stigma and allegations 
of consensual extra-marital sex the woman 
would rather cry rape. Recent complaint has 
been emphasised on the basis that no time 
should be given to fabricate the incident ol 
rape. So any delay in filing the complaint 
invalidates or dilutes the charge (Polla K 
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1961]. Courts increasingly seem to be 
informed of the .social milieu in which women 
in India arc hesitant to make complaint of 
sexual as.sault immediately but the judicial 
mind is not still unequivocal regarding the 
issue of recent complaint. In Suman Rani 
(State of Haryana V Prcmchand and Others), 
the Supreme Court, in appeal, reduced the 
statutory minimum punishment from lOyears 
imprisonment to live years in view of the 
conduct of the victim. In reviewing the judg¬ 
ment, after massive femini.st criticism, the 
court explained that ‘conduct’ was used in the 
lexigraphical sense to show how the victim 
Suman Rani had behaved or conducted hcrsci f 
in not telling anyone fur about five days 
about the sexual assault perpetrated on her. 

In Harpal Singh vs State of Himachal 
Pradesh (AIR 1981 SC 361), one Saroj 
Kumari, below 16 years of age, was raped 
by the accused on August 20. 1972 but the 
complaint was made on August 31, 1972, 
i e. after about 10 days. Regarding the delay 
in filing the complaint the girl stated that as 
honour of the family was involved, its 
members had to decide whether to take the 
matter to court or not. The Supreme Court 
upheld the conviction considering the 
explanation to be rca.sonable. 

In State of Maharashtra v Chandraprakash 
Kcwalchand Jain..a Muslim girl in her teens 


was raped by a police officer in uniform. The 
Supreme Court took into account the 
psychology of an Indian woman belonging 
to the traditional orthodox society, moreover 
when the semi-literate prosecutrix comes 
from an orthodox Muslim family. The bench 
deciding the case included a female judge. 
It was observed; 

I'he Court must not be oblivious of the 
emotional turmoil and the psychological 
injury that a pro.secuirix suffers on being 
molested or raped. She suffers a tremendous 
sense of shame and the fear of being shunned 
by the society and her near relatives, including 
her husband. Instead of treating her with 
compassion and understanding as one who 
is an injured victim of crime, she is. more 
often than not, treated as asinnerand shunned. 
It must, therefore, be realised that a woman 
who is subjected to sex-violence would 
always be slow and hesitant about disclosing 
her plight. 

If the prosecutrix, particularly teenagers, 
arc from a rural background, the victim and 
her relations will think twice before giving 
a complaint to the police and this, naturally, 
results in delay. This is especially so in 
vi llages because it involves the social prestige 
and reputation of the victim and the whole 
family. In spite of sensitive observations 
made in perspective, in some cases decided 
by the .Supreme Court, thejudicial mind still 


seems to be uncertain regarding application 
of the doctrine of hue and cry. For example, 
in a gangrape of a tribal girl the rapists were 
acquitted b^ause the prosecutrix could not 
explain the delay of about seven days in 
making the report (Satrugar vs State of 
Madhya Pradesh 1993 CrU 120 at 121). 

Chronologically, the judicial opinion on 
the issue of past sexual history of the 
prosecutrix as mitigating or extenuating 
circumstances in the sentencing policy is 
quite uncertain. In 1990, the Supreme Court 
of India, in Suman Rani case reduced the 
minimum pre.scribed punishment of 10years 
under Section 376(2) of the Indian Penal 
Ckide to five years referring to the conduct 
of the prosecutrix. This led to countrywide 
feminist prote.sts. In a review petition the 
court defended itself and said that it is second 
to none in upholding the decency and dignity 
of womanhood and it had not expressed any 
view in the judgment that character, repu¬ 
tation and status of a raped victi m is a relevant 
factor for consideration by the court while 
awarding the sentence to a rapist. But in 
evaluating the “peculiar facts and circum¬ 
stances of the case” coupled with conduct 
the court obviously considered the fact that 
Suman Ram was a woman of questionable 
charactet and easy virtue with lewd and 
lascivious behaviour. 
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In another case (Slate of Maharashtra vs 
Madunkor Narayan Mandikar, AIR 1991 
SC 207), the Supreme Court observed that 
even a woman of easy virtue is entitled to 
privacy and no one can invade her privacy 
as and when one likes. So her privacy is not 
open to any and every person as and when 
he wishes. She is entitled to protect her 
person if there is an attempt to violate it 
against her wish. She is equally entitled to 
the protection of law. Past sexual history 
seems to be emphasised on a concocted basis 
that matured girls and women experienced 
in sexual behaviour level the accusation of 
rape on account of the instinct of self- 
preservation. Even an aboriginal prose¬ 
cutrix being extremely simple and non- 
manipulative, could nut be believed when 
she is experienced and accustomed to sexual 
intercourse. This approach has created a 
myth that rape can be committed only 
against virgin girls and women inexperien¬ 
ced in .sex. 

The judicial zig-/.ag discussed above is 
al.so due to Section 15.S(4) of the Indian 
Evidence Act which says that when a man 
is prosecuted for an offence of rape or an 
attempt to rape, it may be shown that the 
prosecutrix was of generally immoral 
character. This provision is not confined to 
past sexual relations only with the accused 
but also covers sexual immorality with others. 
The Law Commi.ssion oflndia recommended 
that this provision should be confined only 
to the previous .sexual relations with the 
accused where consent is in issue. But this 
recommendation did not find place in the 
198.^ law reform. 

Crimes against women are on the increase 
everywhere. Statistics reveal that in India, 
one woman is being raped every 54 minutes, 
in this context feminists arc arguing for stern 
punishment to .sex violators. On the other 
hand, liberal criminology hacked by 
behaviouiul sciences gives priority to 
individualisation of punishment with an 
objective to reforming criminals under the 
therapeutic treatment framework. These 
trends are di.sccrnibic in judicial decisions 
also. Justice V R Krishna lyerof the Supreme 
Court has argued against stern punishment 
particularly long incarceration for often that 
remedy aggravates the malady due to 
criminogenic influences prevailing in Indian 
prisons (Phul Singh vs State of Haryana AIR 
1980 SC 249 at 249-250). 

Courts have taken a lenient view in cases 
of young offenders; in cases of absence of 
utmost physical resistance and protest of 
prosecutrix; in cases of absence of ‘hue tgid 
cry ’; in cases of questionable character, easy 
virtue, lewd and lascivious behaviour of the 
victim. Surprisingly, courts have reduced 
sentences even in cases of premeditated 
violent rape followed by murder without any 
cogent penological explanations.’ 


In contrast to the above a new trend is 
visible according to which sexual offences 
deal with decency and morality in public life 
and touch the honour of womanhood, the 
offenders are to be dealt with strictly, more 
so because in Indian society respect for the 
dignity of woman is on the decline and rapes 
and other .sexual aggressions are on the 
increase (Chidda Ram vs State 1992 CrU 
4073 at 4074). Punishment should be a 
deterrent and should be considered in the 
socio-cultural context of the victim. For 
example, in Lakhminarayana vs State, a 
young man raped a lO-year-old girl while 
she was tending the crops. The high couit 
took into account the agrarian context of 
Indian women and observed on the issue ot 
sentence: 

No sympathy cun be shown to an accused 
of this type. It should be remembered that 
in the rural areas .solitary women would be 
doing the normal agricultural chores in the 
fields. If this type of accused arc not dealt 
with properly there is no safety or security 
for the single woman who would be doing 
work in the fields. 

Courts have shown concern about the rising 
crime rates in recent years - particularly 
violent crimes against women. Courts are in 
favour of severe punishment to restore the 
weakened criminal justice system and tor 
general deterrence. A significant dimension 
of judicial determination of punishment has 
been that ap.art from protecting the nghts of 
the cnminal, the courts have emphasised the 
rights of the victim of crime and society at 
large." Thu.s, judicial decisions on sexual 
assault and the approach to punishment show 
that courts, in India, are informed of the 
gender issues and have taken therapeutic and 
deterrent stands in view of the specific 
individuali.sed circumstances ol the case. 

Criminal law may perform educative and 
symbolic functions but criminal sanctions 
have a limited and restrictive role in 
transforming society. Demand for increu.scd 
punishments may, perhaps, be attributed to 
a weak feminist movement [Agnes 1992] at 
the moment and also to lack of its theoretical 
firmness in addressing structural issues 
relating to patriarchy and gender- 
discrimination. It is essential to concentrate 
more on the ameliorative and empowering 
struggle to demolish oppressive patriarchal 
stnictures and institutions rather than cl inging 
to the idea of increa.sed repressive powers 
of the state. 

CoNCl.USION 

In this article, we derived the gender issues 
from various approaches to legal feminism. 
Our findings suggest that feminist 
consciousness is pervasive all through the 
developed (Canada) and developing (India) 
societies. The Canadian reference model, for 
companson, which has been operationally 
used here shows that there arc positive 


changes in the statutes of Canada. It has 
attempted gender-neutrality by redefining 
rape as sexual assault with a symbolic 
message that rape is a crime of violence and 
domination rather than lust or passion. The 
issue of con.senl has been considerably 
resolved by emphasising “ihc voluntary 
agreement of the complainant to engage m 
the sexual activity in question". Other 
important progressive gams are in te.ims of 
removal of spousal immunity, abrogation of 
the rule ot recent complaint, dilution of 
requirement of corroborative evidence, new 
legal parameters and removal of distinction 
between penile and nonpenilc rape. 

In India, a massive Icminist campaign 
including public protests and wide media 
publicity led to reforms in rape law in the 
year 1983.The principal gainol the campaign 
was that rape, which was hithcrio a taboo 
subject, emerged as a problematic - the 
jversonal became political. Though the major 
demands regarding consent and past sexual 
history were not met in the 198.1 amendments, 
there was some measure ol success parti¬ 
cularly intermsofcriminalisaltonol cu.stodial 
rape with the apparent consent ol a woman 
and provisions for minimum sentence in 
cases of custodial rape, gangiapes. rape of 
pregnant women and rape of girls under 12 
years of age. Courts, in India have tried to 
make a dent in the patriarchal hold. In femi¬ 
nist perspective 'contcxluaii.sation' andpers- 
pectivity injudicial decisions is a significant 
advance. Positive judicial trends arc also 
evident regarding the issues ol con.senl, cor- 
roborativcevidencc, ‘hueamlciy ’ orieccnl cxim- 
plaint, past sexual history and punishment. 

Our major assumption was regarding the 
hold ol patriarchy on Indian society, and 
when compared with Ihc Canadian reference 
model, we lind that the labnc ol patriarchy 
have become weaker in Canadian .society 
whereas m India the patriarchal regime still 
exercises its hold through social and cultural 
institutions, values and practices. The 
difference in legal approach to gender issues 
Irciween a developing society (India) and a 
developed society (Canada) can lx: traced to 
diflerence >n the level of development. 
Existing institutions in the patriarchal- 
hicrarchal Indian society still maintain the 
male superordination which prevails ail 
ihrough socio-cultural milieu, whereas the 
insiitulions in Canada have provided much 
social space for emancipation of women. 

Notes 

[This article is an Indu-Canadian comparative 
study on sexual a.ssault based on the study of the 
.subject at the Faculty of L.iw. U H C. Canada os 
a visiting Iclluw sponsored by the Shastri Indo- 
Canadian Institute under the supervision of Susan 
B Boyd. I am thankful to Chn.stinc Boyle and 
Susan Boyd for their valuable fcinark.s dunng 
discussions and their comments on the carlierdral't 
of this paper.) 
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1 This IS mainly derived from H C Snvastava. 
‘Ideology and Practice of Indian Patnarchy’. 
Coinmemoraliim Volume, University of Agra. 
India. I99S (to be published) 

2 PatndK'hy. unlike its earlier usage as father 
nghl, IS now understood more os a distinct 
system of control men have over women’s 
labour, feiiility. sexuality and miAiliiy in the 
family, workplace and society in general 
Palnorchy as a syslem operates both at the 
ideological and material levels' [Gandhi and 
•Shah 1991] The Issues at Slake, Kali tor 
Women. New I)elhi.l99l. 89 

3 ‘This symbolism also implies that women have 
become 'external nature' for men They arc the 
eunh. the field the furrow (sita) upon which 
men sow their seeds (semen)”, Mana Mics, 
Veronika Benniioldt-Thomsen and Claudia Von 
Wcrihof, Women The Last Colony, Kali for 
Women. Delhi. 1988,77 SecJsa,MiskaiAI- 
Masasi, Part I, p 662 for position of women 
in Islam 

4 Under Section 37S, Indian Penal Code, a man 
IS said to commit 'lape' who has a sexual 
intercourse with a woman with her consent, 
when consent has been obtained by putting her 
or any person in whom she is mteresied in fear 
of drath, or of hurt 

5 See, 84th Report of the Law Commission of 
India 2 9 ‘‘Consent should be substituted by 
‘free and voluntary consent’ so that it would 
not be open to the court to draw an inference 
of consent on the pari of the woman from her 
silence due to timidity or mccknesss or that the 
woman kept silent and did not shout or protest 
or cry for help" 

6 See 84th Report of the Lass Commission of 
India, “In Christian perspective the purpose of 
sexual iniercouise is procreation and as the 
conception of new life and inoiherhuud is so 
important the law should show reverence in 
condciniiing penile rape”. Fnel. “Knights of the 
Southern Cross” in Christine Cameron. A 
Feminist Critique of the Distinction between 
Penile Rape and Rape with an Object” 1994, 
Amklaiid Um\ri sits Lass Reviess, 647 at 632 

7 Sec Raju v .State of Karnataka AIR 1994 SC 
222. State of Haryana v Premchand, AIR 1990 
SC 518, Mukhera Belakota Reddy v Slate of 
AP. 1992 Crl J 2236 

8 Dhananjoy Chatleijee v State of West Bengal, 
(1994) 3 .see where murdei preceded by rape 
of a seven-year old girl was considered to be 
rarest of rare case where death penalty should 
he awarded 

References 

Agnes, Flavia (1992) Protecting Women Against 
Violence’, Lioiiomii and Poliinal Weekh, 
April 23 

Altckoi, A S (1991) The Position of Women in 
Hindu Cnilixalion, Moti Lai Banarasidas, 
Delhi, 162 63 

Baxi, Upendia (1987) ‘Towards the Liberation 
of Women’s .Studies’. ICSSR Nessslettei, 
Volume XVI11(3). pp 6-12 

Boyle Christine (1994) 'Recent Developments 
in the Canadian Law of Sexual Assault' in 
Saras Jagwanth Pamela Jane Schwikard and 
Brenda Grant (cds). Women and the Lass 

Boyle, Christine L M Mane-Andree Benrand, 
Celine Lacertc-Lamoniagne and Rebecca 
Shamai (1983) A Feminist RcviewofCnminal 
Law’, Ministerof Supply and Service. Ottawa, 
Part II in Elraheth A Sheehy and Susan B 
Boyd, Canadian Fenuni stPerspei Use on Lass 

Brownmiller, S (1973) Aguiiisr our Will Men, 
Wimien and Rape 

Jayawanlena Kuinon, ‘Women Social Reform 
and Nationalism in India’, hemmism and 
Nationalism in the Third World, Kali for 
Women, Delhi at 73 

Kosainbi, Mcera (1991) ’Age of Consent Bill, 

I gw ’, Stonomit and Politu al Weekh, August, 
Mumbai 


MacNamarra. Donol, E J and Edward Sagann 
(1977) Sex Crime and the Lass, The Free 
Press, London, pp 36-37 
Miles, Angela R (1983) ‘Feminism Equality and 
Liberation’. Canadian Journal of Women and 
the Law, Vol I, No I, pp 42-68 
Rarack, Sherene (1991) Canadian Femini smand 
fAe/ain..Sccond.SloiyPress„SandelJMichacl, 
LiberalismandlhelMmlsofJuslHe,Catvhndge 
Univeisily Press 

Shrofel, Salian M (1983) ‘Equality, Rights and 
Law Reform in Sask.itchewan An Assessment 
of the Character Compliance Process’, 


Canadian Journal of Women and the Law, 
Vol I. No I, pp 108-18. 

Smart, Carole (1994) ‘Law, Feminism and 
Sexuality From Essence to Ethics', Canadian 
Journal of Law and Smiety, Vol 9, No I 
(Spnng), p 15 

Smith, Lynn (1989) ‘What is Feiiiinisl Legal 
Research"* in Winnie Tomm (ed). The Effects 
oj Feminist Approathes on Research 
Methodologies, Wilfred University l^ss, 
Wolerloom 

Temkin( 1982) ‘TowaidsaModemLawofRape’, 
43. Modern Law Review 


HAVE YOU READ THESE BOOKS? 


CHARLES BETTELHEIM 


CLASS STRUGGLES IN THE USSR 

THIRD PERIOD:1930 - 1941 

PART I: THE DOMINATED 

ISBN 81 - 85427-47-X 1994 328 PAGES HARDBACK 

RS.190.00 

CLASS STRUGGLES IN THE USSR 

THIRD PER10D:1930 > 1941 

PART H: THE DOMINATORS 

ISBN : 81-8S427-77-1 1996 3S7 PAGES HARDBACK 

RS.190.00 

B.R. BAPUJl 

UNIVERSITY OF HYDERABAD 


ESSAYS IN THE SOCIOLOGY OF LANGUAGE 

ISBN 81-85427-70-4 95 PAGES 1994 PAPERBACK 

RS. 60.00 

SOCIOLOGICAL’ THOUGHT IN MARX’S WRITINGS 

A SUMMARY OF HIS FORMULATIONS 

ISBN 81-85427-72-0 110 PAGES 1995 PAPERBACK 

RS. 70.00 

PERSPECTIVES IN SOCIAL STRATIHCATION 

The problem of cluses 

ISBN 81-85427-44-5 141 PAGES 1993 HARDBACK 

RS.140.00 

ANATOMY OF MODERN SOCIETY 

EXCERPTS FROM MARX & ENGELS 

ISBN 81-85427-46-1 149 PAGES 1993 HARDBACK 

RS.145.00 

SOCIETY, STATE AND EDUCATION 

Essays in the political sociology of Language Education 

ISBN : 81-85427-53-4 83 PAGES 1994 

RS. 55.00 

CONCEPTION OF SOCIAL CLASS IN MARX 

Towards a Reconstruction 

ISBN : 81-8527-45-3 206 pages 1993 HARDBACK 

RS.16S.00 

COPIES CAN BE HAD FROM 

T.R. PUBLICATIONS PVT.LTD., ALSO AT 

PMG COMPLEX II ND FLOOR, E-280, FIRST FLOOR 

57 SOUTH USMAN ROAD, GREATER KAILASH PART-I 

T.NAGAK, CHENNAI: 600 017 NEW DELHI: 110 048 

PHONE NO; 4340765 FAX 4348837 PHONE : 011 6451927 

E-MAIL: tiftectha (^giasndOl.vsnLaeLin 


550 


Economic and Political Weekly March 15, 1997 




DISCUSSlONl 


In Pursuit of Scholarship 

A Vain Endeavour? 

Kushal Deb 


Ihcrelorc be highly fnisirating for deJicatcdl 
leathers, given the general disinterest and' 
apathy among the students. Morcim|xittamly, 
post-graduate departments in :..i.<st regional 
universities arc not autonomous. They have 
affiliated post-graduate branches in mofussil 
areas where both library and staff are 


BEING involved in teaching sociology in a 
regional university with mofussil affiliated 
colleges, one shares Hiren Gohain’s concern 
(in Search of Scholarship’, EPW, January 
4-11) about the drugged incuriosity and 
intellectual paralysis which seem to mire the 
atmosphere of many regional universities in 
India. But instead of diagnosing the reasons 
behind such a state of affairs, Hiren Gohain 
ends up lashing out at the so-called ‘colonial 
situation’ (most forms of knowledge in 
universities have a western origin); brushes 
away feminism, Marxism, post-modernism 
as intellectual fashions whose existence is 
as ephemeral as swings in market trends and 
criticises academic disciplines for not being 
able to sol vc the country ’ s endemic problems. 

The western origin of most forms of modem 
thought does not by itself lead to a situation 
of colonisation of the intellectual arena. D 
D Kosambi’s monumental works, which are 
cited by Gohain as cxcmplitying original 
thought, have been shaped by Marxian theory. 
Western feminist theories have played a major 
role in the growth of feminism in India. 
Amidst the intellectual stupor which grips 
many Indian universities, if any original or 
stimulating work is being carried out, it is 
mainly tn the field of women’s studies. The 
subaltern school ot historiography which 
has played a major role in reinterpreting 
Indian history and culture has been strongly 
intlucnccd by both post-structuralism and 
Gramscian thought. Partha Chailerjcc is no 
expatriate Indian scholar. His use of both 
Gramscian and Foucaullian theoretical tools 
in analysing Indian nationalist thought 
exemplifies original work. In fact in that 
very issue of EPW in which Hiren Gohain 
expresses his anguish on the slate of 
scholarship in India. Partha Chailerjcc 
(‘Beyond the Nation? Or Within?’, EPW, 
January 4-11) makes a scathing critique of 
the works ot an expatriate Indian scholar 
(Arjun Appadurai). 

It is also highly unfair to blame academic 
disciplines for being unable to remove 
regional -disparities in food production, 
reducing ethnic strife of disproving religious 
superstitions. Most social science disciplines 
aim at comprehending the complexity of 
various social phenomena. They have not 
emerged to serve the needs of HRD 
departments or of crises management centres. 
Personally one views sociology as a 
subversivediscipltnc whose aim in analysing 
any social reality is to unravel the hidden 
stnictures of power and domination. Coming 


to the main issue of intellectual paralysis in 
mofussil universities and colleges,especially 
in the field of ‘social sciences’, one should 
first comprehend the constraints under which 
these di.sciplincs operate. This has to be 
understood mainly in terms of the quality ol 
students which these departments attract and 
secondly in terms of the problems faced by 
motivated teachers aiming to maintain a 
balance between the two essential compo¬ 
nents of academics, i c, leaching and research. 

In an era of global capitalist economy, 
most social science disciplines, especially in 
regional and mofussil universities, arc 
increasingly facing the prospects of a bleak 
future. One main rca.son being that not many 
bright students arc attracted to these 
departments as they do not offer job-oricnled 
courses. Those who are politically sensitive 
and have a passion for social sciences usually 
gravitate towards elite universities like JNU 
or Delhi .School of Economics. Many others 
join because these subjects happen to be one 
of their op'ionals in either union or slate 
public service examinations. Such students 
have a very in.strumcntal approach towards 
the di.scip>incs. 

Except for avenues opening up in the NGO 
sector, job opportunities for social science 
students arc shrinking. The few jobs that arc 
available are either in colleges or in research 
centres. Many new colleges in mofussil 
areas arc hesitant to open .social .science 
departments because there arc few takcis. 
Even mediocre English medtum, middleclass 
students prefer to do a diploma in cither 
management or computers from any of the 
numerous institutions which are cropping up 
all over the town. 

Intelligent and sensitive students from the 
regional medium are handicapped by the 
non-availability of books in their mother 
tongue. Translations of important English 
classics or modern texts are hardly available 
and most regional textbooks are in the form 
of examination guides. These students, in 
spite of being more rooted than their urban 
counterparts are u.sually unable to exploit the 
facilities available in post-graduate 
departments, do not pursue further studies 
for doctoral degrees and join mofussil or 
rural colleges as lecturers. Given their limited 
exposure to works in the social sciences due 
to structural con.straints, they in turn are 
unable to cither imparl adequate knowledge 
or inspire their students to pursue higher 
education in the stKial science disciplines. 

Teaching in mofussil universities can 


inadequate. They also cater to stu(<cntsdoing 
their post-graduation externally. Such an 
external examination sy.stem is encouraged 
by the universities to make the courses 
financially viable. Syllabi in most 
departments remain outdated. Changing such ' 

outdated sy 1 labi becomes an arduous process 
being vehemently opposed by the affiliated 
centres. Secondly, new syllabi have to be 
approved by a board of studies, consisting 
of elected members ol affiliated colleges. In 
most cases the main post-graduate centre is 
hardly represented in such boards except by 
the head of the department. New syllabi sent 
for approval are therefore either scrapped or- 
inordinately delayed, iheofficial icason being 
the lack of material in the regional language 
(although no material was otherwise available 
even for the previous syllabi). 

Motivated teachers wishing to undertake 
research arc caught between reading 
uninteresting, routine material for classes 
and attempting to read recent journals and 
texts in their spare lime. Teachers in such 
rcgional/mofussi) universities can ihcrelorc 
undertake any vain attempts towards 
‘scholarship’ only during the vacation 
period which proves inadequate, given the 
denseness of modem texts orlhelimc rerjuired 
for serious field work. No wonder they end 
up becoming cither cynical and dismissive 
of modern western theories as intellectual 
fashions, or manage to retain their pndc and 
self-esteem by acquiring half-baked 
knowledge of recent western theories. 
They thcrel'orc throw around in workshops 
and seminars jargon or concepts like 
‘deconstruction’, ‘di.scourse’. ‘genealogy’, 
‘liegcmony’. ‘meta-narratives' without really 
ct)nlcxluali.sing them and attract either the 
admiration or ridicule ol tlicir collciigucs. 

Many of us leaching m regional/mofussil 
universities end up photocopying tons of 
material on post-modernism, post- 
structiirali.sin, hermeneutics, critical theory, 
etc, hoping to master the.se theories in the 
near future. Probably the day would never 
appear. But whtim would one blame? Surely 
not the western theories for our so-called 
‘colonial situation’. One would therefore 
have to understand the “odd co-existence 
between starry eyed reverence for foreign 
learning and a sort of drugged incuriosity 
andmtclicctuul paralysis’’, about which Hiren 
Gohain writes .so contemptuously, in terms 
of the structural constraints under which 
most social science departments operate in 
regional and mofussil universities. 
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IVends in Farm Land Prices in Haryana 

Mohinder Kumar 


IN a recently published article (EPW, 
September 28,1996) Kailas Sarap has drawn 
some interesting conclusions about the 
behaviour of farm land prices in Haryana 
during 1960-91 which approximately 
corresponds with the green revolution period. 
He has concluded that farm land prices in 
Haryana (I) did not rise during the decade 
of 1960s; (2) rose only moderately during 
the 1970s: and (3) started rising again after 
the mid-1980s. These conclusions he seems 
to have drawn from his graphic presentation 
of farm land prices. His conclusions, 
therefore, are merely impressionistic and 
may not be very reliable. He .seems to have 
done no systematic statistical analysis of 
the trend, as the results of any .such analysis 
arc not reported by him in the paper. Only 
a systematic stati.stical analysis of time 
series data can reveal the nature of trends 
in farm land prices in Haryana during 
the three sub-periods between 1960 and 
1991. 

Furthermore, Sarap's conclusions about 
the behaviour of farm land prices are di fficult 
to accept in view of the rapid growth of 

Tabije 1: Growth in Farm Land PRitiiS in 
Haryana, 1%0-91 

(Estimated Growth Model; log Y =: a + b Time 

Depcndcnl Variable : log farm land price) 

(Rs per acre) 


Coefficient 

Estimated 

Value 

Rank Test 
for Trend 

Intercept (n) 

3 410.S 

Kendall’s Tau 


(20.282) 

Statistic = 0.47 

Slope (b) 

0.0224 



(7 319)» 

Z-Score=3 80* 

R-SQR 

0.64 


Growth rate per 
cent per year = 
lAntilog 6-11x100 2 26 



Notes: (I) Figures m parentheses are i - values 
(2) * Meanssigniricanlat I percent level. 
Two tailed test. 


agricultural production and land productivity 
in Haryana resulting from the introduction 
of gieen revolution technology during this 
period. As is well known, the new HYV 
technology was introduced in the Punjab- 
Haryana region in 1965-66, but districts 
comprising the new state of Haryana, 
especially the southern Mewat region, 
.somewhat remained laggards in adopting the 
new agricultural technology compared to the 
Punjab districts. However, such a situation 
did not last long and by the early 1970s the 
integrated package of new high yielding seed 
vaneties, chemical fertilisers and mechanical 
technology was being extensively used by 
Haryana farmers also. This led to tremendous 
growth in agricultural production and land 
productivity also rose considerably. It is also 
well known that increases in land productivity 
get capitalised soon into higher farm land 
values. But, .somehow, Sarap does not find 
any increase in farm land prices during 1960s 
and only a very moderate rise is reported for 
the 1970s. 

Whereas economic theory suggests that 
the rising land productivity in Haryana 
agriculture mu.st have got capitalised into 
higher farm land values. Sarap has not 
rcportc,3 original time series data on farm 
land prices in his paper. But we were able 
to regenerate his data after tracing it out Irom 
the graph of land prices given by him and 
have subjected that data to a systematic 
statistical analysis in order to Find out the 
nature of the trend in tarm land prices and 
its shift during the three sub-periods 
mentioned by him. For this purpose initially 
we analysed the trend and estimated the 
growth in farm land prices for the entire 
1960-91 period with the help of standard 
semi-log trend model (log farm land price 
= a+bxTime). The results of this statistical 
exercise arc reported inTable I which clearly 
show that there was a steady growth in farm 
land prices in Haryana over the 1960-91 


Tablh 2; Search for Shift in the Trend in Farm Land Prices 
(Estiiiiaied Growth Model: log Y = a,, + b„ Time + (a,-a,,) D + (b, - b„) 1) x Time 
Dependent Variable; log farm land price) 

(Rs per acre) 


Base Period 

Shift Penod 

Shift Penod Coefficients 
Differential Diffen'ntial 

Slope Intercept 

R-SQR 

I960 to 1969 

1971) to 1991 

-0.0065 

0.22.59 

0.67 



(0.365) 

(1.417) 


I960 to 1979 

1980 to 1991 

-0.0231 

0.51.37 

0.67 



(I..576) 

(1.418) 


I960 to I9KS 

1986 to 1991 

-0.0369 

0.9917 

0.66 



(0.954) 

(0.871) 



Note: Hgures in parentheses are t-values 


period. It may be observed from the table 
that the slope coefficient of time variable has 
a positive sign and is significant at I per cent 
level. The per cent per year growth in farm 
land prices computed from (he estimated 
slope coefficient of time is also given in the 
table and indicates that farm land prices in 
Haryana were rising at the rale of 2.26 per 
cent per year over the 32-year period. It may 
also be observed that the R-SQR value of 
0.64, though fairly high, indicates that there 
were considerable fluctuations in farm land 
prices around a steadily rising upward trend. 
In order to check the results suggested by 
the semi-log trend model, we have also used 
a non-paramctric test for trend. The results 
of rank test for trend are also given in Table 

1 and they leave little doubt about our earlier 
conclusion of a statistically significant 
upward trend in farm land prices in Haryana 
over the study period. The advantage of this 
non-parametric test is that it is not only 
distribution free but al.sn no assumptions are 
made about the specific form of the upward 
trend. 

We further tested the breaks in trend.s 
reported by Sarap with the help of intercept 
and slope dummies. For this purpose, the 
semi-log trend model mentioned earlier was 
extended to the form: log farm land pnee 
= ao + bo Time + (aj - ao) D + (bi - bo) D x 
Time. Here, D denotes dummy variable that 
takes value zero for each year in the base 
period, and value one for each ot the 
subsequent years. Differential intercept 
coefficient (aj - ao) and differential slope 
coefficient (bj - bq) with their attendant t- 
valucs indicate the nature, size and .statistical 
significance of a .shift in the trend in farm 
land prices in the sub-periods under 
consideration. The results of thisexerciscarc 
reported in Table 2. It may he seen that in 
none of (he three equations reported in Table 

2 are the differential slope and differential 
intercept coefficients significant, clearly 
indicating that over the period of 1960 to 
1991 farm land prices in Haryana kept 
growing at a steady rate and showed no 
difference in the trend between the decades 
of I960.S. 1970s and post-mid l9K0s as 
asserted by Sarap. 

Our statistical analysis, therefore, suggests 
that farm land prices in Haryana during the 
green revolution perirxl rose steadily at the 
rate of 2.26 per cent per year without any 
shift or break in the trend. Hiis conclusion 
also seems theoretically more plausible since 
it is in conformity with the proposition that 
the enhanced land productivity resulting from 
new technology adoption in Haryana was 
slowly but surely being capitalised into higher 
farm land prices. It is, therefore, clear that 
Sarap’s impressionistic conclusions about 
trend in farm land prices in Haryana are not 
valid. 
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The Institute approved the development of the Achutha Menon Centre for Health Sciences Studies, the 
third wing of the Institute, as a Premier School of Public Health in South Asia. The Centre has drawn up 
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The pay scales offered are likely to be revised upward on the award of the Central Pay Commission Report 

The Institute is also interested in receiving the bio-data of persons interested in Visiting and/or Adjunct 
appointments. 

GENERAL CONDITIONS:- The Institute reserves the right to appoint persons of exceptional merit by nomination 
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Persons working under Central/State Government or in a Public Sector Undertaking should submit their 
application through proper channel. 

Any attempt to influence the Selection Committee or the Institute directly or indirectly will disqualify the candidate. 
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will be entertained from the applicants in this regard. 
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Karnataka’s power sector uses the irrigation pump-sets package to hide 
many of its technical and commercial shortcomings, in particular its 
transmission and distribution losses. The growth of demand for ’free' 
electricity has outstripped the availability of expensive supplies and 
true demand has had to be suppressed for lack of back-up and 
equipment giving rise to power ‘shortages' and a ‘justincation’ for 
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power situation in Karnataka and what can be donc'.^ 585 
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agencies. The play of caste, 
communal and criminal forces has 
been such that radical and 
democratic forces are unable to 
contend with it. 571 
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higher than m any other country. 
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Notwithstanding the phenomenal 
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historical advantage of having 
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pminpted him to conceive of leisure 
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health care costs and is not an 
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LETTERS TO EDITOR 


ISRO ^Espionage Case* 

AS individuals associated with the countiy's 
space programme over the last 20 years and 
mure, we arc deeply concerned about what 
has happened and is continuing to happen to 
one oi'our fellow scientists S Nambinarayanan. 
We arc chexising this route to express our 
concern because of our inability to intervene 
meaningfully in the complicated chessboard 
of moves and counter moves that seem to 
make inevitable the continued persecution 
and traumatisation of a valued colleague. 

Many of us have known ‘Nambi’ for over 
20 years. He was the leader of the team of 
engineers sent to France for acquisition of 
liquid rocket technology. He led with great 
ability ISRO teams vested with the respon¬ 
sibility of delivertng the second and fourth 
stages of the PSLV project. He was also for 
a while the leader of the cryogenic engine 
project. Like all of us Nambi may have his 
share of virtues and faults, but wc have always 
appreciated his deep commitment to 
technology development in the interests of 
ISRO and the nation. The arrest and 
interrogation of Nambi in the so-called ISRO 
espionage case and the attendant newspaper 
publicity have done immcn.se damage to his 
morale and even more damage to his inniKcnt 
family. The CBI investigation completely 
absolving S Nambinarayanan of any wrung 
doing and the verdict of the chief judicial 
magistrate, Lrnakulam discharging all the 
accu.scd in the ISRO ‘espionage case' arc now 
on record. However the clearance recently 
accorded by the Kerala I ligh Court to further 
investigate the case will drag N ambinarayanan 
and his family through another period of 
mi.scry. 

The major allegation against Nambi¬ 
narayanan was that drawings and documents 
relating to the Viking engine and cryogenic 
technology were handed over to foreign/ 
enemy countries in exchange fur large amounts 
of money in US dollars, and that these tmrk 
place at three different locations (Madras, 
Bangalore, Tliiruvananthapuram) in January, 
June and September 1994 on spcctficd dales 
and times. The detailed investigation by the 
CBI established; that the alleged meetings 
between the various accused never look place, 
and the various accused were present 
elsewhere on the specified dates and times; 
that no documents were handed over; that no 
documents were seized from anyone; that an 
indc|rendcnt ISRO investigation also revealed 
that in the case of both the cryogenic and the 
Viking engines no original drawings or 
documents of any significance were lo.st or 
are missing; that no documents of any kind 
or computer compatible tapes of any kind 
were shipped out of Thinivananthapurain; 
and that no money transactions took place. 
The CBI investigations also reveal; that 
Nambinarayanan never met Ramon 
Srivastava,S K Sharma or the two Maldivian 
women; that accusations against Nambi¬ 
narayanan regarding financial gains from 
espionage are baseless and as a matter of fact 
his lifestyle is very close to that of a poor 
person; that a lie detector (polygraph) lest 


administered to Nambinarayanan by the CBI 
validates that he was speaking the truth. In 
view of the evidence on record, oral as well 
as documentary, it seems clear that the 
allegations of espionage have been found to 
be false, and that the espionage story, both 
in its genesis and subsequent development 
had no basis in reality. 

As people who have been associated with 
technology development in India, we have 
not been able to understand the logic of what 
is supposed to have happened in the ‘espio¬ 
nage case'. Clearly the acquisition of 
technology by any foreign power is quite a 
complex process. Experience indicates that 
even when drawings arc acquired under open 
technology transfer agreements, their trans¬ 
formation into working hardware takes time, 
expcrti.se and large financial outlays. The 
Maldivian women involved, their mode of 
entry into India or their activitie.s, seem to be 
inconsistent with the aim of acquiring sensitive 
technology by any interested foreign power. 
ISRO does not classify working level 
documents as secret, tup secret or confiden¬ 
tial. An internal investigation carried out by 
ISRO has shown that there arc no original 
drawings related to the Viking or cryogenic 
engines missing. In fact, in this case, even 
fabrication drawings, which ISRO routinely 
passes on to industry, arc not missing. 

In order to make out an offence under 
Section 3 of the Official Secrets Act of 1923, 
there must be sufficient evidence on record 
to show that any person acts in a manner 
prejudicial to the safely or interest of the 
stale. Subsection I of Section 3 goes on to 
elaborate what these ‘acts’ arc. Wc presume 
that the alleged offence involves; approach¬ 
ing, inspecting, passing by or being in the 
vicinity of a pr^ibiied place; making sketches, 
plans, models or notes which might help the 
enemy directly or indirectly; obtaining, 
collecting, recording, publishing or com¬ 
municating to any other person any .secret 
code, password, sketch, plan, model, article, 
note or other documents or information that 
is of direct or indirect use to the enemy or 
which relates to the matter the disclosure of 


which is likely to affect the sovereignty and 
integrity of India, the security of the state or 
frier^ly relations with foreign countries. The 
conclusions of the CBI investigation men-^ 
tioned above have shown no evidence of any 
such acts. Indeed searches made by both the 
Kerala police and the CBI have revealed no 
incriminating material or receipt of money 
from or by Nambinarayanan. It is clear, that 
in this case, in view of the facts and circum¬ 
stances and the legal position, no offence has 
been committed under the Official Secrets 
Act by Nambinarayanan. 

Like many large organisation.s, the space 
organisation tends to suffer from petty 
jealousies and professional rivalries that get 
translated into personal animosities. These 
‘internal' problems have so far not spilled 
over into national scandals involving personal 
lives and reputations. The ‘espionge case' 
reveals that the country’s space programme, 
or for that matter other strategic programmes, 
may no longer be immune to outside inter¬ 
ference. These dangerous trends, if allowed 
to continue, can demotivate and demorali.se 
the many hardworking and dedicated profes¬ 
sionals who have made Indian achievements' 
in these areas possible, usually for paliry 
compensations. Such actions arc likely to 
derail these programmes and adversely affect 
the national interest more severely than any 
foreign hand. 

The espionage case has now been going on 
for more than two years. The personal life of 
an important contributor to the .space effort 
like Nambinarayanan has been given a rude 
jolt if not ruined. IIis family has been 
victimi.sed and socially ostracised. Clearly, 
he has suffered greatly and it is time that this 
'charade' is brought to an end so that a hapless 
victim of the so-called ‘espionage scandal' 
can get on with what is lefi of his life and 
career. We trust and hope that good sense will 
prevail and that further harassment of a valued 
scientist will cca.se. 

S Dhawan, T N Seshan, U R Rao, 

Ya.sh Pa!, R Narasimha, 

S Chandrashekar 
Bangalore 
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An Embarrassment of Riches? 


T he finance minister and the Reserve Bank governor 
have both recently expressed anxiety over the problems 
that may be caused by the inflow of foreign exchange into 
the economy. Together with hinting at measures to deal with 
the excess supply of dollars, the finance minister has suggested 
further liberalisation of import of consumer goods. This 
reflects a very limited perspective stemming from a monetarist 
stance on monetary and fiscal matters. In the first place, the 
^ current and anticipated levels of foreip exchange reserves 
’cannot be said to be exceptionally high by any standard. 
Second, the external sector is far from acquiring resilience 
and strength enough to be free of periodic bouts of volatility. 
Finally, what in fact should be worrying policy-makers is the 
economy’s lack of capacity to productively absorb foreign 
capital and larger liquidity. Neither the anxiety about the 
monetary implications of the rising reserves nor the proposal 
to use the reserves for current consumption suggests the 
existence of a well thought out strategy to deploy the foreign 
exchange assets productively. 

Foreign currency reserves (including SDRs) have touched 
$21.18 bn as of March 21, surpassing the earlier peak of 
$20.82 bn reached towards the end of March 1995. What is 
more, the current valuation of foreign assets is in terms of 
a stronger dollar which has appreciated by about 10 per cent 
in tradeweighted terms since March 1995. In terms of import 
cover too, the current level of reserves, equal to some seven 
months’ imports, compares favourably with the earlier peak 
level of March 1995. Despite the discharge of large debt 
obligations, including the India Development Bonds (IDBs) 
and IMF repayments during January-February, official reserves 
have been rising and this trend received an impetus after the 
1997-98 budget with its amnesty scheme for unaccounted 
money held in India or abroad. The rise of $ 1.48 bn in reserves 
in three weeks from $19.7 bn on February 28 to $21.18 bn 
on March 21 is indeed impressive. This may continue and 
in fact the pace of foreign inward remittances may pick up 
further once the budget is passed by parliament. In addition, 
there arc signs of a quickening of portfolio inflows as well. 
All told, 1996-97 may end with the reserves at about $21.5 bn. 

From the monetary point of view, however, it is not so much 
the level of reserves as the addition during a period that 
matters. The monetary implications of expansion of reserves 
will also depend on the various forces impinging on the 
functioning of the economy. The rise in reserves in 1996-97 
is likely to be about $4.5 bn, whereas in 1993-94 and 1994-95 
they had risen by as much as $8.72 bn and $5.64 bn, respec¬ 
tively. The large inflows had then helped to generate substan¬ 
tial liquidity, bring down domestic interest rates and raise 


industrial output and investment. Increa.ses of 9.4 per cent 
in 1994-95 and 11.9 per cent in 1995-96 in the index of 
industrial production were facilitated by easy liquidity. The 
domestic investment rate improved from 23.6 per cent in 
1993-94 to 26 per cent in 1994-95 and 27.4 per cent in 1995-%. 
The centre’s gross fiscal deficit rose from 5.7 per cent of GDP 
in 1992-93 to 7.4 per cent in 1993-94 and remained at 6 per 
cent in 1994-95 and 5.5 per cent in 1995-96. These expan¬ 
sionary impulses all originated in the large foreign inflows. 
Industrial activity revived and the rate of growth of scheduled 
commercial banks’ non-food advances went up from 5.8 per 
cent in 1993-94 to 23.4 per cent in 1994-95 and 22.5 per cent 
in 1995-96. In these respects there is a qualitative difference 
between the situation in 1993-94 to 1995-96 and that today. 
First, interest rates are much higher now than then. Second, 
commercial banks have been reluctant to expand credit, 
except to the better rated companies. Credit to the priority 
sectors, particularly the small-.scale sector, has been squeezed. 
Finally, it is well established now that the finance miniister 
has been able to contain the gross fiscal deficit at 5 per cent of 
GDP in 1996-97 only by sharply reducing government 
expenditure, particularly Plan expenditure. It is this single- 
minded pursuit of fiscal compression in 1996-97 and that 
planned fur 1997-98 that is at the root of the build-up of 
foreign exchange reserves. 

For another reason as well, reserves of $22 bn or the increase 
of $4.5 bn in them in the current year cannot be considered 
very large. This is that, so long as the balance of payments 
position is not fundamentally sound, destabilisation of the 
foreign exchange market can occur even with .seemingly large 
reserves which can very quickly vanish into thin air, as 
happened during January-February 1996. 'fhat the balance 
of payments is far from acquiring the required resilience and 
enduring strength is indicated by a number of pointers. In 
the first place, after three years of high growth ranging from 
18 per cent to 21 per cent, c ;-.ports in dollar terms have grown 
by a measly 5.6 per cent in the first 10 months of 1996-97. 
TTie picture is even less reassuring if the quality of exports 
is considered. It is obvious that Indian industry has not been 
able to make a dent in the iniernational markets for capital- 
intensive, high-technology products. The apparently im¬ 
pressive export growth of 1993-94 to 1995-96 represented 
very largely a recouping of the momentum lost in the first 
two years of structural adjustment, 1991-92 and 1992-93, when 
export growth was -1.5 per cent and 3.8 per cent, res¬ 
pectively. Second, there has been a sharp fall in imports this 
year. Non-POL imports have declined by 3.1 percent in the 
first 10 months of 1996-97 compared to a rise of 32.2 per cent 
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in the corresponding perirxi of 199S-96 or 
an average growth of 28.2 per cent per annum 
in the previous two years. The tenuousness 
of the reserves position becomes clear when 
it is considered that even if non-POL i mpoits 
had ri.scn by 20 per cent in the first 10 months 
of 1996-97, the additional foreign exchange 
outgo would have been more than $5.5 bn, 
wiping out the entire increase in reserves in 
the whole year. Third, the likely decline in 
the current account deficit from 1.7 per cent 
ofGDPto 1.3 percent in 1996-97 is the result 
of a fall of $1.5 bn in the deficit in the 
merchandise balance from $9 bn to $7.5 bn. 
Net invisible rcceipt.s, on the other hand, are 
likely to be the same in the two years, that 
is. about $3.5 bn. thi'ugh pnvate inward 
remittances are likely to have gone up 
from about $7.5 bn in 1995-96 to $8.5 bn 
in 1996-97. This rise in pnvate remittances, 
which were just $2.78 bn in 1992-93, has 
made a major contribution to the improve¬ 
ment of the balance of payments and the 
build-up of re.scrves. 

Finally, net capital receipts may turn 
out to be si7x:ablc - a.s much as $7.4 bn in 
1996-97 against only $2.5 bn in 1995-96. 
Net capital inflow has been on the nse in 
the post-reform penixl. It rose from an average 
of .$4.5 bn in 1991-92 and 1992-93 to $10 
bnm 1993-94 and $7.6 bn in 1994-95, slipped 
somewhat in 1995-96duc to IMF repayments 
but picked up again in 1996-97. The official 
claim that there has been a qualitative change 
in capital Hows in favourof non-debt capital, 
in contrast to the large debt build-up in the 
pre-reform period, is not very convincing. 
Of the total capital inflow of $27.5 bn in the 
four-year period from 1993-94 to 1996-97. 
about $11.8 bn were portfolio investments 
and about $6 bn NRI deposits, between them 
accounting for nearly two-thirds of the total. 
Also, the cost of portfolio inflows and even 
NRI deposits is significantly higher than that 
of commercial debt. The potential balance 
of payments implications of FDI, which has 
amounted to only a little over $6 bn in the 
four-year period, too have to be carefully 
reassessed If the I'ckus of FDI continues to 
be the domestic market and it does not 
.strengthen the technological base of Indian 
industry, the potential burden on the external 
sector is likely to be sizeable, for the FDI- 
based enterprises are marked by large import 
dependence and relatively low export 
earnings. 

Thecxternal sector thus remains vulnerable 
in the present macro-economic policy regime 
of dear money, free markets and fiscal 
compression. The accumulation of foreign 
exchange reserves through costly capital in¬ 
flows represents in a sense wasteful use of 
invcstible funds and has a high cost attached 
to it. In effect a capital-scarce economy is 
acquiring costly capital and then investing 
it in tb| Internationa! money markets at low 


yield rates because, for a variety of reasons, 
the capital cannot be productively absorbed 
in the economy itself. The absorptivecapacity 
of the economy can be augmented only if 
aggregate domestic savings rise, which un¬ 
fortunately is not taking place in a sustained 
way. Mo.st policies, including those relating 
to reduction of direct and indirect taxes, im¬ 
port of gold and si I ver and general encourage¬ 
ment of consumption, militate against any 
worthwhile improvement of domestic 
savings. While corporate tax reductions may 
raise corporate savings, it is likely to be at 
the cost of government savings. TTie 10 per 
cent tax on distributed profits is unlikely to 
induce a signillcant increase in corporate 
savings. The economy’s capacity to absorb 
foreign capital flows has been curbed also 
by the severe fiscal compression enforced 
in 1996-97 and propo.scd to be continued in 
1997-98. It hardly needs to be emphasised 
that given the private .sector’s limited ability 
to mobilise investibic resources and take on 
large industrial and infrastructural projects, 
public invc.slmcnt really crowds m, rather 
thancrowdsout, private investment. Sounle.ss 
a large increase in public sector investment 
is aimed at. particularly in physical infra¬ 
structure, absorption of foreign capital will 
remain tardy. Fixed investment in the public 
sector which usetl to be 10 to 11 per cent 
of GDP in the 1980s. steadily declined in 
the i99()s and reached a low of 8.3 per cent 
in 1993-94; it improved fractionally to 8.9 
percent in 1994-95 but again fell to 8.3 per 
cent in 1995-96; m 1996-97, considering the 
sevcrccxpcnditurccompression noted above, 
it must have slipped further. 

The very high rates of interest and reduced 
bank lending to industry are another major 
factor which has undermined the economy’s 
capacity to absorb invcstible resources. The 
sharp reduction in the growth of non-food 
credit by .scheduled commercial banks is 
very unusual in a period just lollowing high 
industrial growth. Despite repeated lowering 
of the CRR and abundant liquidity, bunks 
have failed to effect a significant reduction 
in lending rates with the result that real rates 
ot interest on commercial advances have 
been at among their highest levels ever. 

Against this background, instead of 
worrying about the monetary implications of 
the large foreign exchange rc.servcs build¬ 
up (which can be sterilised to an extent by 
temporary measures), policy-makers should 
be showing more concern for productive 
deployment of the reserves. While the 
experience of China and the other high- 
performing cast Asian countries may not be 
entirely replicable here, there arc some 
lessons to be learnt. 'There have been years 
when China added as much as $10 bn to its 
foreign exchange reserves, but it took 
advantage of the favourable circumstances 
to step up investment dramatically. China’s 


international reserves have reached astro¬ 
nomical levels, rising from $ 18.5 bn in 1989 
to $44 bn in 1991, $76.8 bn in 1995 and 
finally touching $104.3 bn in November 
1996. But instead of worrying too much 
about their monetary implications, that^ 
country has raised its domestic saving rate 
from 37.1 per cent of GDP in 1989 to 42.2 
percent in 1995 and thus sustained a domestic 
capital formation ratio of 40 to 44 per cent 
of GDP throughout the period. To achieve 
anything even remotely comparable here, 
the finance minister and the governor of the 
Re.scrvc Bank have to be persuaded to bury 
the ghost of monetarism which has haunted 
the government’s monetary and fiscal 
policies. Rut there is little hope of anything 
of the son happening. At times they may be 
compelled to take some interventionist 
measures - for instance, in regard to the 
exchange rate or the coupon rate on 
government .securities - but overall they 
remain faithful to their narrow perspective, 
with the inevitable consequence that the 
Indian economy will continue to move in 
circles, unable to make productive use of' 
available liquidity and foreign exchange 
resources. 

VIP SECURITY 

Waste of Public Funds 

THE sheer wastage of public money on the 
protection of political bigwigs is highlighted 
again by the hike in the current budgetary 
outlay fortheSpccial Protection Group (SPG) 
and the home ministry’s reported plans to 
inerea.se the annual budget of the National 
Security Guard (NSG). 

The allocation for the SPG - which was 
.set up in 1984, after the assassination of 
Indira Gandhi, to protect prime minusters, 
former prime ministers as well as their 
families - has shown a steady increase 
from Rs 34 crorc in 1995-96 to R:. .54.39 
crore in 1996-97 and Rs 75.59 crorc m the 
1997-98 budget. The SPG is providing 
security to some 60-odd people, including, 
besides the present prime minister, four 
former prime mini.sters and their families. 
Among the prominent beneficiaries are Soma 
Gandhi and her children. The Deve Gowda 
government bent over backwards to Sonia 
Gandhi’s daughter with a special hou.se. when 
she got marriexl recently, under 24-liour SPG 
cover. Of the four former prime ministers 
who arc enjoying the cover, V P Singh and 
Atal Bchari Vajpayee arc reported to have 
rcquc.sted the government to .scale down 
security for themselves and their families. 
If a newspaper report is to be believed, even 
Deve Gowda, to be fai r to hi m, has expressed 
an opinion in favourof reducingthc expensive 
security cover for his four sons and two 
daughters, who live in Karnataka. They at 
present enjoy not only the SPG cover, but 
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also security provided by the state police. 
But senior SPG officials, who have obviously 
developed major stakes in the continuation 
and further expansion of their elite force, are 
in no mood to allow any move that may curb 
their influence and reduce their control. 
t^Barring V P Singh and Vajpayee, the other 
ex-prime ministers and their progeny also 
are not apparently willing to give up the 
privileges and the status symbol that they 
have come to acquire, thanks to the SPG. 
Pressures from this self-seeking fraternity of 
a new generation ot Icudal .satraps and their 
rctinueofbodyguardsallowihecontinuation 
of a VIP security system in India that is 
unthinkable in any other dcmiKracy. 

Not to be left behind, other politicians, 
who had had the misfortune of missing the 
bus that leads to the prime minister's office, 
arc determined to have their share of power 
and privileges in thehicrarchically organised 
system of security for VIPs. Since no special 
security group is there to look after them, 
they arc now imposing thcm.scives upon the 
NSG - a group that was set up in I98.S to 
exclusively coiinicricrrorist attacks and cairy 
out hostage rescue operations. But. because 
ol pressures lioiii these VIP politicians, the 
N.SG personnel have been deployed to 
provide security covci to this farrago of 
MPs, MLAs. discredited politicians and 
notoriou:; gooiiN. who claim to 'lace thieal’. 
The list includes names ol characters like 
H K L Bhagai. Sajjan Kumar (both facing 
charges ol mass minder of Sikhs during the 
I9S4 dislurb.inccs in Delhi) and Jayalalitha 
(who is undergoing tiial on charges ot 
coriuption). One is bcmu.scd by this para¬ 
doxical spcci.'tclcol the Indian state spending 
crores on huirouring the whims, and indul¬ 
ging ihc paranoia, of a bunch of politicians 
whom the same state is pro.secuting. 

But such policy decisions by the home 
ministry (headed by the CPI veteran Indrajil 
Gupta, who had to bite the dust after his 
proposal for withdrawing security cover from 
undeserving candidates was turned down by 
the prime minister) involve is.sucs which 
rjiseunpalat.'ibleque.stions. Piist, why should 
the taxpayers contribute to the maintenance 
of special .security cover for certain indi¬ 
viduals of dubious reputation who arc yet 
to prove their innocence before the courts? 
Why should such cover be extended to the 
families of certain other individuals who by 
their own misdeeds invited vengeance upon 
themselves? Why must the Indian people go 
on paying for the security of the widow and 
children of Rajiv Gandhi, who became a 
victim of his own misadventure in Sri Lanka 
- an intervention for which he never cared 
to seek sanction fmm the Indian public? 
Secondly, why must a security organisation 
(NSG) that isofficially requir^ only to fight 
terrorist attacks and rescue hostages (during 
hijacking .ind similar mishaps) and trained 


for these specific purpo.ses. be diverted for 
the personal security of a coterie of privileged 
VIPs? As a matter of fact, out of the NSG's 
current annual budget of Rs 6S crore, the 
daily expenditure on the protection of just 
one VIP is Rs 11,000. In places like New 
Delhi, this protection is also backed up by 
the deployment of the ItKal police - who 
complain that they do not have enough time 
and personnel to combat crime, since most 
of both arc taken up in providing services 
like cordoning off roads (whenever these 
VIPs travel), frisking citixcns who happen 
to enter any public place that these V IPs may 
choose to visit; barring ordinary visitors from 
public art exhibitions whenever these 
specially protected politicians descend upon 
them (as happened recently in the National 
Museum m the capital which had mounted 
an exhibition of ‘Padshahnama’ - acolicction 
of Moghul miniature paintings - but was 
forced to close it to the public tor a couple 
of days, due to the visit ol some VIPs). 

Incidentally, the NSG is reported to have 
protested against the deployment of its 
ficrsonnel lor VIP security - a task which, 
undents service conditions, it is not required 
to carry out. There is .ilso a Public Interest 
Litigation petition pending before the 
Supreme Court, fileil by a retired |X)lice 
olficial. seeking a ban on ilu: ii.se ol NSG 
l(.r VIP protection. The Hilih Pay Com¬ 
mission also IS said to have recommended 
the withdrawal ol the NSG Irom VIP duties. 

While the NSG is piotcsting against the 
misuse of its personnel, ii is sad that none 
of the numerous human rights organisations 
and consumer foiuins has as yet taken up 
the issue of the Indian government’s policy 
of VIP security - which apart Irom draining 
public financial resources and abusing 
government inaclonery to protect dis¬ 
reputable VIPs. IS primarily violating 
every day the fundamental rights of Indian 
citizens. 

INFORMATION TECHNOLOGY 

Tinsel Dreams 

"IF there is one science that will dominate 
the 21 st century it is information technology. 
If there is one industry in which India can 
emerge as a world leader, it is information 
technology." Finance ministcrChidambaram 
cannot be faulted for letting himself get 
carried away. After all, in the course of the 
same week Bill Gates too said much the same 
thing; "What’s happening in India is but a 
small part of what’s possible...India if it is 
handled properly should be a major 
beneficiary of this new environment.” 
Linking the expansion of the computer 
industry to export earnings or to the creation 
of jobs is not new. In the past much has been 
said about India’s potential for developing 
custom software and there were certainly 


some developments with companies setting 
up software development units with 
uploading lacilitics. But these have been few 
and have not given rise to any large-scale 
software research centres. Nor clearly arc the 
major players in the field interested in 
establishing such centres. Even Microsoft, 
for instance, proposes to .set up a “small 
rc.search centre” with less than 25 people. 
And then again it is not as if there has been 
tremendous expansion of the cumputci 
industry: the PC penetration is just one per 
1.000; the size of the hardware industiy is 
about $1.25 bn, and the software indusiry 
is also of the same size. The number of 
branded software packages developed and 
created by Indian industry is too small to be 
even listed. With this as the base, why is 
there so much ha(x: riding on the sector? 

According to the Manufacturers' Asso¬ 
ciation of Infunnation Technology (M AIT), 
one of its main objectives is to expand sub¬ 
contracted manufacturing, which wui Idwide 
is on a rising trend. This would be a feasible 
option fur India because of the well known 
factors of low labour payments, well trained 
engineers, large domestic market and 
pioximity to Europe. But iflhcsc were indeed 
sufficient conditions, why has there been 
hardly any investment in the area? As the 
MAIT has pointed out. after all these years 
we "make nothing but the box”. 

The situation therefore is as t'olli ws; a 
small computer assembly subsector. .i tiny 
specialist software development .irea, an 
impressive number of computer hardware 
and .software engineers a gocxJly .section of 
whom go abroad and the rest are absorbed 
in assembly and sales and .service units of 
the computer indusiry. It is in this context 
that Bill Gates’ visit and his pronouncements 
become significant. Gales was not intcrc.sied 
in setting up a research and development 
centre here. The $37 mn investment is to 
be for various educational enterprises. Now 
why would Gates he interested in creating 
further potential for coinpulercducation. with 
hardly any local industry loabsorb the output? 
If one takes into account (a) that the US 
infolech industry has some 1.90,000 
vacancies, more than half in the information 
industry and almost all at low levels of the 
industry, (b) that third world country- 
educated professionals, a large number of 
their from India, make up nearly half the 
professionals in the US, and (c) that US 
colleges and educational institutions have 
been producing decreasing numbers of 
computer professionals over the la.st decade, 
a different picture emerges. Fur Bill Gates, 
among those whodid not support the changes 
in US immigration laws which make it more 
difficult for prolcssionals to find jobs in the 
US, India offers the ideal environment for 
producing humanpower for the US intotech 
indusiry. As it is, the proliferating Indian 
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computer education industry is turning out 
millions of potential users and operators with 
a minimum familiarity with the packaged 
software that Gates and his colleagues are 
selling all overthe world. And by ail accounts 
this education is not directed at producing 
people who will create sophisticated software. 
Significantly, the government’s attempt to 
regulate computer education and introduce 
some uniformity through its ‘recognised’ 
diplomas has hardly been taken note of by 
the computer teaching-shops. In Mumbai, 
for instance, only a handful of institutions, 
.only one of them a major one, offer the 
’recognised’ course. And interestingly, most 
of the large institutes attract students because 
oftheir placement links with companies doing 
‘subcontracted’software development either 
here or abroad. 

Another consideration to be kept in mind 
while examining the industry’s growth or 
potential for growth is that its expansion 
in isolation can only be of a limited kind. 
Without a concomitant growth and moder¬ 
nisation of the manufacturing sector as a 
whole, the computer industry cannot put 
down roots or provide the necessary impetus 
forindigenousdevelopmentof software and, 
at some point, even ht^ware. The computer 
industry has so far received attention as a 
potential creator of jobs or as having an 
expanding export market or as capable of 
technologising the services sector (from the 
health sector to business applications). With 
the worldwide boom in the industry and the 
sharp drop in prices, there is bound to come 
a time, and soon, when the industry can no 
longer grow, leaving behind an excess of 
trained professionals. A parallel, though a 
limited one, is the sharp increase in the 
production of medichl graduates in the 60s 
and their exodus to a welcoming US, the 
changes in qualification requirements over 
the late 70s and 80s and the problems they 
created given the inadequate growth of the 
health care sector jhen. While this scenario 
is at variance with the grandiose futures 
being predicted, it is worthwhile giving 
some attention to grounding the dreams in 
reality. 

PUNJAB 

Crime and Punishment 

THE dispute over the prosecution of S,000- 
odd policemen in Punjab reveals the tangle 
of past administrative irregularities and 
present political compulsions in which the 
new state government there is caught. These 
policemen have been charged with atrocities 
like extra-judicial killings, torture and arson 
during the anti-terrorist operations in the 
state in the 1980-90period. Ilie most heinous 
crime of which a large number of them are 
accused is the cremation of thousands of 
unidentified bodies of those killed by the 


police. The intervention of the judiciary has 
compelled the administration to initiate 
criminal proceedings against the guilty. 

But senior police officers in Punjab are 
pressurising the government to defend the 
accused and bear their expenses on litigation. 
Their plea is that the acts which they are 
being accused of were committed in the 
"discharge of duties’’. It may be recalled that 
this catch-all phrase is also used in the 
provisions of infamous repressive acts like 
theTADA, in order to provjde immunity to 
the police and security forces, who can get 
away with murder and other crimes - all in 
the name of carrying out their duties! 

The advocate-general of the Punjab 
government is repotted to have recommen¬ 
ded that all the accused policemen and officers 
should fight their cases on theii own by 
engaging private lawyers. If they are acquitted 
later, the government could reimburse 
expenses incurred by them on litigation. 
Although this, under the circumstances, 
appears to be the most reasonable sugges¬ 
tion, the Punjab police officers are up in arms 
against it. 

The atrocities indulged in by the police in 
Punjab for more than a decade now in the 
name of anti-terrorist operations, which have 
been well-documented by human rights 
groups in India and abroad, could not have 
been possible without .sanction from the 
highest authorities at the centre. KPS Gill, 
who earned notoriety for the use of brute 
force and extra-judicial killings against both 
terrorists and innocent citizens, was known 
to have enjoyed the support of senior central 
ministers. While he issued orders from the 
state headquarters at Chandigarh, his sub¬ 
ordinates in the field did the dirty work 
faithfully following his orders. The majority 
of the policemen who are facing ca.ses of 
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excesses in various courts in Thinjab belong 
to this category of junior minions. Coming 
from the poorer classes, they naturally do not 
have the means to engage in long drawn-out 
litigation. Since it was their.seniors in the 
police force who gave them the orders 
(who in turn took them from the policy- , 
makers in the government), they may have 
a point in expecting the government to own 
up its responsibility by defending them in 
the courts. 

But this opens a Pandora’s Box, which a 
conscientious and sensitive judiciary should 
act upon. Judicial activism cannot stop 
merely at pointing an accusing finger at the 
henchmen, but must move beyond by locating 
their commanders - the senior officers and, 
behind them, the politicians who were 
originally responsible for unleashing the 
demoniac plans in Punjab. 

As for the subordinate cops, they are 
pleading that they merely carried out the 
orders. But they also cannot escape punish¬ 
ment on this tlimsy giound. Policemen are 
expected to be aware of the penal code and 
the duties to which they are bound under it. 
During the worst period of terrorism in 
Punjab, there were a handful of policemen 
who refused to carry out illegal orders that 
violated the penal code, which cost them 
their jobs. At least one senior police officer 
dared to protest against indiscri minate aaestr 
and killings, as a result of which he was 
shunted out of Punjab. If the policemen who 
are facing trial today lacked the guts to protest 
against illegal orders, and willy-nilly agreed 
to take part in the widespread atrocitiesagainst 
the civilian population, they will have to pay 
the price for it. At lea.st, some sort of 
exemplary punishment for them is essential 
in order to warn the police against repetitions 
of such crimes. 


CALL FOR PAPERS 

SEMINAR ON 

WORK AND WORKERS IN MUMBAI: 1930s TO 1990s 

As a follow-up to the workshop ‘Evolving Cultural Identity of Bombay’, 
held in 1992, papers from which have been published as ‘Bombay: 
Metaphor for Modem India’ and ‘Bombay: Mosaic of Modern Culture’, 
1995, we propose another seminar in Mumbai, November 27-29, 1997. 

Alice lltorner. Centre for the Study of South Asia (CEIAS), Paris 
Sujata Patel, Department of Sociology, University of Pune 
Darryl D’Monte, Journalist, Mumbai 

Scholars, journalists and activists welcome to contact: 

Darryl D’Monte, 29-B Carter Road, Bandra West, Mumbai 400 050. 
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CURRENT STATISTICS 


EPW Research Foundation 


Weights Mar 1, _ Variation (Per Cent): Poin>-io-Poini _ 

Index Numbers of Wholesale 1997 Over Over 12 Months Fiscal Year So Far 1995-% 1994-95 1995-94 1992-95 

Prices (1981-82=: 100) Month Ulest Previous 1996-97 1995-96 


_ Variation (Per Cent): Point-io-Point _ 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 1995-94 1992-95 
Latest Previous 1996-97 1995-96 


The moneury system is flush with liquidity. Cunency with the mbiic and deposit money with banks are both expanding tanidly With the large release of Ka 17.850 
crore ihniugh CUR reductions in 199^97 so far against Rs 7„S25 crore in 1995-96, the adjusted incremenlal multiplier of 9.52 Ihis year against 2 22 last year exposes 
tile spuriousness of the money multiplier process, particularly when domestic credit growth has been halved from 16 per cent to 8 per cenl hciwern the two ycuis 51ic 
share of net bank credit to the commercial sector in increnientai domestic credit has fallen from 75 per cent in 1994-95 to 61 per cent in 1995-% and further to 58 
per cent in 1996-97 so far, while thoi of net credit to the government has shot up from 25 per vent to .59 per cent and further to 62 per cent. 

Macroeconomic Indicators 


All Commodities 100.0 

Primary Articles 52.5 5.57.5 -0.1 10,4 4.4 9.6 4.7 5.4 12.7 115 5 0 

Food Articles 17.4 588.9 -0.6 14.7 7.7 12 8 8.0 9.8 119 4.4 5.4 

Non-Food Articles 10.1 554.6 1.0 4.4 -1.4 5.4 -0.9 -1.9 15.5 24 9 -1.4 

Fuel, Power. Light and Lubricants 10.7 545.0 2.7 16.2 5.7 16 2 5 7 5.7 2.4 15.1 15 2 

Manufactured Products 57.0 510.5 0.7 4.7 5.9 5.1 5 4 5.0 10.7 9.9 7.9 

Food Products 10.1 514.6 2 2 15.1 0.5 16.2 0.5 -0.7 8.1 12.5 6 8 

Food Index (computed) 27.5 561.6 0.5 14.8 5.2 15.9 5.5 6.5 10.6 7.0 5 8 

All (rominodilies (Average Basis) 

(April 6-Mar I, 1997) 100.0 514.2 - 6.1 8.1 6.2 7.9 7.8 10.9 8 5 10 1 


Latest 

Cost of Living Indices Month Over 

Month 


Variation (Per Cent): Poiiil-lo-Poinl _ 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 1995-94 1992-95 
Latest Previous 1996-97 1995-96 


Industrial Workers (I982=I(K)) 

5.50' 

0 0 

11.1 ! 

Urban Non-Man Einp (1984-85= ItX)) (for 1995-%) 

265= 

04 

82 ' 

Agri Lab (1986-87=100) (Link factor 5 89) 

265'= 

0.4 

10,5 1 



8.9 

97 

9.9 

6.1 


9 9 

8.5 

6.8 

72 

II 1 

112 

0.6 


Money and Banking (Rs crore) 
(Based 011 March 51, after 
closure ol guvcriiment accounts) 


Money .Supply (M,) 

Currency with Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bunk Credit In CommI Sector 
Net Foicign Bxchunge Assets 
Reserve Money (Mar 7) 

Net RBI (?icdit to Centre (Mar 7) 

Ad hoc Treasury Hills (Mar 7) 
Scheduled Commercial Banks (Peb 28) 
Deposits 
Advances 

Non-Food Advances 
Invest inenis 


Feb 28, 

1997 Over Month 


_ Variation _ 

Fiscal Year so far _ 

1996-97 1995-96 1995-96 


678577 

151048 

.545768 

284599 

.562218 

88054 

191578 

122886 

55610 

488860 

267928 

2.59715 

195041 


6710(1 0) 
2.542(1.8) 
5.504(1.0) 
885(0 5) 
9.59(0 5) 
-928(-l.()) 
-20l(-() 1) 
-5695( 2.9) 
2020 ( 6 . 0 ) 

.5.522(1.1) 

64(K0.2) 

1097(0.4) 

2.551(1.2) 


74499(12.3) 
15528(11..5) 
60951(12.6) 
29124(11.4) 
1799.5(5.2) 
10877(14.1) 
-29.58(-l.5) 
4I18(5..5) 
6I6.5(2().9) 

51782(11.8) 
12210(4.8) 
15788(5 6) 
29746(18.2) 


55848(10 I) 
17444(17.5) 
54498(8.1) 
50087(15.5) 
40277(15.8) 
-2495(-5.2) 
19972(11.8) 
19410(19 6) 
8675 

29.446(7.6) 
.54.5.5.5(16.5) 
.56244(18.2) 
15512(8 9) 


50220(15.0) 
44158 (20.9) 
46641 (23.4) 
14042 (9.4) 


1994-95 


79241 (17 5) 
18698 (22.8) 
59685(16.2) 
16.528(7.9) 
480.59 (19 6) 
251.59(47.8) 
.50611 (22.1) 
2150(2.2) 
17.50 

55629(16.1) 
40058 (23.8) 
37798 (23.4) 
14171 (10.5) 


75507(19.5) 
14170 (20.9) 
57925(18.7) 
28855(16.3) 
I7I6I (7.5) 
27674(110 9) 
27892 (25.2) 
260 (0 .f) 
6500 

52144(18.6) 
11.566 (7.3) 
8875 (5 8) 
28641(26.9) 


Index Numbers of Industrial Weights Oct 
Prndnetinn (1980-81 = I (H)) 1996 


Fiscal Year .So Far _ 

1996-97 1995-96 1995-96 1994-95 


Fiscal Year Averages _ 

1993-94 1992-95 1991-92 1990-91 


General Index 
Mining and Quarrying 
Manufacturing 
Hiccincity 


ltK).00 5015 291.2(9.8) 265.3(11.7) 283..5(l 1.9) 2.53.7(9.4) 252.0(6.0) 2I8 9(2..5) 213.9(0.6) 212 6(8.2) 

11.46 265 7 247.9(1 7) 24.5.8(9.8) 266.4(7.0) 248.8(7.-5) 251..5(.L5) 225.7(0 6) 222..5(l) 6) 221 2(4 5) 

77.11 298.6 289.7(12.1) 2.58 4(12.5) 277.3(15.0) 24.5.4(9.8) 223.5(6 1) 210.7(2 2)206.2(~0 8) 207 8(9 0) 

1145 557.1 345.(K5.4) 555.7(10.1) .540.5(8.2) 514.6(8.5) 290.0(7.4) 269,9(5.0) 2.57 0(8 5) 256.8(7.8) 


Capital Market 


BSE Sensitive Index (1978-79=100) 
BSE-100 (198.5-84=1(X)) 

BSE-2(X) (1989-90=100) 

NSE-.SO (Nov 5. 1995=1000) 


March 14. Month 
1997 Ago 


5745(10.6) 3522 
1622(4 I) 1532 
561(4.6) .540 
1070 UK)9 


Skindia GDR Index (Apnl 15. 1994=100) 74.55{-4 5) 69.98 


Foreign Trade January Fiscal Year S 

1997 1996-97 


Year 1996-97 So Far 1995-96 
Ago Trough Peak Trough Pt 


5.586(-0.7) 2745 4069 
1558(-6.3) 1217 1843 
.54.5(-l0.2) 273 415 

na 788 1196 
77.88(-0.8) 51.6 900 


2826 3.‘ 
1217 1843 1304 1691 

273 415 289 385 

788 1196 na na 

51.6 90 0 61.62 87,88 


_ End of Fi.scal Year _ 

1995-96 1994-95 1993-94 


.5367(15) 526I(-I5.7) 
1.549(-.15) I606(-12.2) 


ExiwrlS'Rs crore 10195 95876(15.2) 

US $ inn 2842 27074 (5 6) 

Imports: Rs crore 1.5468 11 i(X)9 (12.0) 

USSmn 3755 51565 (4.5) 

Non-PGL US $ mn 2917 23495 (-3.1) 

Balance of Trade: Rs crore -3275 -15193 

US $ mn -912 -4290 


Fiscal Year So Fai 

1996-97 1995-96 1995-96 


84664 (28.7) 106465 t28.8) 
25629(22.3) 51831(20.9) 
99142(57.3) 121647(35.2) 
.50012(30.4) 36370(26.9) 


24247 (52.2) 
-14477 
-4383 


28822 (26.8) 
-15182 
4539 


1994-95 


82674(18.5) 
26331 (18.4) 
89971 (25.1) 
28654 (22.9) 
22727 (29.5) 
-7297 
-2324 


.545 ( 6.5) 
na 

78.55(0.7) 


1993-94 


568(18 2) 
na 
77 99 


1992-95 


5779(65 7) 
1810(79.2) 
45(K92 3) 
na 
na 


1991-92 


69751 ;29.9) 
22258 (20.0) 
75101 (1.5.5) 
23.506 (6.5) 
17552(11.2) 
-55.50 
-1068 


March l4,March l5,March 51, 


Variation Over 


5.5688(21 9) 44042 (35.5) 
18537 (3 8) 17866 (-1..5) 
6.5575(32 4) 47851 (10.8) 
21882(12.7) I941)(-19.4) 
1.5782(12.3) l4047(-22.2) 
-9686 -3809 

-3345 -1545 


1992-95 



/Vo/es: (i) Superscript numeral denotes month to which figure relates, e g, superscript 12 stands for December, (it) Figures in brackets are 
percentage variations over the period specified or over the comparable period of the previous year. na = not available. 
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Money and Banking 


Monetary Variables Outstanding Fiscal Year Variations 

as on 

Mar 31. 1996 1996-97' 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 1986-87 







(Rupees Crore) 






Money Supply (M,) 

603878 

74499 

72451 

79242 

73.307 

50916 

.503.59 

.38419 

38939 

3597(1 

22643 

22041 


(12.3) 

(1.3.6) 

(17.5) 

(19.3) 

(15.5) 

(18.1) 

(16.1) 

(19 4) 

(21.9) 

(16.0) 

(184) 

Currency with the public 

117720 

13328 

17039 

18698 

14170 

7111 

8111 

6491 

8029 

4512 

5177 

3.323 


(II..3) 

(16.9) 

(22.8) 

(20.9) 

(11.7) 

(1.5.4) 

(I4.ll 

(21.1) 

(13,4) 

(18.2) 

(1.3.3) 

Deposits with banks 

482817 

wt95l 

5,5455 

.59685 

.57925 

43.377 

420.37 

318.52 

3l(XKi 

3II6I 

17378 

18698 


tl2.6) 

(13.0) 

(16.2) 

(18.7) 

(16.3) 

(18.7) 

(I6..5) 

(19.2) 

(23.9) 

(1.5.4) 

(19.8) 

Net bank credit to 

255475 

29124 

33056 

16.328 

28855 

186.57 

1720/1 

23280 

20720 

13003 

123.50 

13699 

governiiieni 


(11.4) 

(148) 

(7.9) 

(16.3) 

(II 8) 

(12.2) 

(19.7) 

(21.3) 

(15.4) 

(17.1) 

(23.5) 

Bank credit to coinincrcial 

344225 

17993 

51.502 

4X059 

I7I6I 

.30187 

18.582 

21969 

24102 

25176 

12746 

119.38 

sector 


(5.2) 

(17 6) 

(19.6) 

(7.5) 

(15.3) 

(10 4) 

(14.0) 

(18.2) 

(23 4) 

(1.3..5) 

(14.4) 

Net foreign exchange assets 

77157 

10877 

-628 

25159 

27674 

372(1 

10645 

3763 

18 

1128 

857 

943 

of the banking sector 


(14 1) 

(-0.8) 

(47.8) 

(110.9) 

(17.6) 

(100 6) 

(55.2) 

(0 3) 

(19.9) 

(17 8) 

(244) 

Reserve Money (RM) 

194336 

-1(8)23 

2.5054 

30610 

2789.3 

11274 

11726 

I0I8K 

14634 

9459 

8681 

6643 


(-5.2) 

(148) 

(22.1) 

(25 2) 

(II .3) 

(13.4) 

(1.3 1) 

(23 2) 

(17.7) 

(19.4) 

(17.4) 

Bankers deposit with RBI 

68544 

-22993 

7326 

10467 

12611 

3258 

3059 

3116 

6.562 

4175- 

.3.384 

3234 


(-33.5) 

(12.0) 

(20.6) 

(.3.3.1) 

(9 3) 

(9,6) 

(10.9) 

(29.6) 

(2.3.2) 

(23 2) 

(28.51 

Net RBI credit to 

121349 

-3735 

19871 

2178 

851 

44.)3 

5168 

1516.5 

14068 

6928 

6402 

7607 

govemmeni 


(-3 1) 

(19.6) 

(2.21 

((1.9) 

(4 7) 

(58) 

(20.(1) 

(2.3 6) 

(1.3.1) 

(13.8) 

(19 7) 

Net RBI credit to centre 

118768 

-1966 

19855 

21.30 

260 

42.57 

5.508 

14745 

1381.3 

6.503 

6559 

7091 



(-1.7) 

(20 1) 

(2.2) 

(0.3) 

(4 6) 

(6.3) 

(20.5) 

(23.7) 

(12 6) 

(145) 

(18.6) 

RBI credit to cnmiiiea'ial 

6855 

-927 

262 

148 

225 

-1040 

918 

-7 

825 

1734 

.396 

342 

sector 


(-13 51 

(4.0) 

(2.3) 

(3.6) 

(-14.3) 

(14 5) 

(-0.1) 

(14 9) 

(45.8) 

(11.7) 

(11.2) 

RBI credit to banks 

21955 

-15199 

8485 

7919 

-4334 

4783 

-4905 

2535 

.393 

2638 

1681 

298 

inci NABARD 


(-69 2) 

(63 0) 

(142.7) 

(-43,8) 

(93 7) 

(-49 0) 

(.33 9) 

(.5.6) 

(.59 4) 

(60 9) 

(12 1) 

Net forex assets of RBI 

74092 

10877 

-628 

2.3298 

28775 

.38(»‘) 

10855 

1915 

-132 

784 

795 

880 



(14.7) 

(-0.8) 

(45.3) 

(127 1) 

(20.2) 

(1.36.0) 

(31.6) 

(-2.1) 

(14.5) 

(17.2) 

(23 5) 

Net non-inonetory 

32301 

1801 

2943 

3.321 

-2209 

831 

393 

9486 

6(K) 

2711 

781 

2737 

liabilities of RBI 

Monetary Ratios 


(.5.6) 

(10.0) 

(128) 

(-7,8) 

(3.0) 

(I..5) 

(54.1) 

(3.5) 

(19.1) 

(5.8) 

(25.6) 

End perit^ 





In perccncigcs (except money multiplier) 




Currency/Deposits 


24 1 

24.4 

23.6 

22 3 

21.9 

22 8 

23.4 

23 9 

23 6 

25 8 

25 1 

Currcncy/M, 


19.3 

19.5 

18.9 

IS 1 

17.9 

18.5 

189 

19 3 

19.0 

20 4 

20 0 

Deposit^M, 


80.2 

80 0 

80.4 

81 3 

Xt.8 

81.2 

80 8 

80.5 

80 6 

79.3 

79.7 

Money muliiplicr (M,/RM) (in multiples) 

3.68 

3.11 

3.14 

3.26 

3.42 

3.30 

3.16 

.3.08 

3.18 

3.07 

3 16 



(3.36)$ 

(2.99)$ 










As proponion to dotnestic credit** 
a) Net bunk credit to goveninicnl 


44 0 

42.6 

43.2 

45 7 

4.3.8 

44 6 

44.2 

4.3.0 

42.3 

44.0 

43 2 

b) Bank credit to commercial sector 


56 0 

.57.4 

.56.8 

.54.3 

.56.2 

.55 4 

.55 8 

.57.0 

57.7 

56.0 

56,8 

Incremental 

Currency/Deposits 


21.9 

30 7 

31.3 

24 5 

16.4 

19.3 

20 4 

2.5 9 

14.5 

29 8 

17.8 

Currency/M ^ 


179 

23.5 

23.6 

19.3 

14.0 

16.1 

16.9 

20 6 

12.5 

22.9 

15.1 

Deposit^M, 


81.8 

76.5 

75.3 

79 0 

85.2 

83.5 

82.9 

79 6 

86.6 

76.7 

84.8 

Money multiplier (M7RM) (in multiples) 

-7.43 

2.89 

2..59 

2.63 

4.52 

4.29 

3.77 

2.66 

3.80 

2.61 

3.3? 



(9 52)$ 

(2.22)$ 










As proportion to domestic credit** 
a) Net bank credit to goveniment 


61.8 

39.1 

25.4 

62.7 

38.2 

48.1 

51.4 

46 2 

.34.1 

49.2 

53.4 

b) Bank credit to commercial sector 


38.2 

60.9 

74.6 

37.3 

61.8 

51.9 

48 6 

53.8 

65.9 

.50 8 

46.6 

** Domestic credit is the total of net bank credit to Eoverniiient and hank credit to commercial sector 

$ Adjusted multiplier. 



Scheduled Commercial Banks 






(Rupees Crore) 





Aggregate deposits 

437078 

51782 

50219 

53630 

.52144 

.39017 

37294 

29333 

28281 

28907 

15315 

n2.34 


(11.8) 

(1.3.0) 

(16.1) 

(18.6) 

(16.1) 

(18.2) 

(16.7) 

(19.2) 

(24.4) 

(14.9) 

(20.1) 

Demand deposits 

80845 

809 

3942 

8176 

I4KI9 

2168 

II2I8 

611.3 

6488 

7148 

1040 

3641 


(1.0) 

(5.1) 

(11.9) 

(27.5) 

(4.2) 

(27.7) 

(17.8) 

(23.2) 

(34.4) 

(5.3) 

(22.6) 

Time deposits 

356233 

.50')72 

46277 

4.54.54 

.37325 

36849 

26076 

2.3220 

21793 

21759 

14275 

13593 


(I4..3) 

(14.9) 

(17.2) 

(16.4) 

!l9.4) 

(15.9) 

(16..5) 

(I8..3) 

(22.3) 

(17.2) 

(19..S) 

Total advances 

255718 

12210 

44158 

40638 

11.566 

23757 

12164 

16770 

17295 

I7I2I 

7492 

7715 



(4.8) 

(20.9) 

(23.8) 

(7.3) 

(I7..5) 

(9 9) 

(15.7) 

(194) 

(23.7) 

(116) 

(13-5) 

Food credit @ 

9791 

-1.578 

-2484 

1.368 

4164 

2073 

164 

2.500 

1229 

-1413 

-2914 

-431 



(-16 1) 

(-20.2) 

(12.5) 

(61.8) 

(44.4) 

(.3.6) 

(124.6) 

(158.2) 

(-64.5) 

(-57.1) 

(-7.8) 

Non-food credit 

245927 

13788 

46642 

39270 

7402 

21684 

12000 

14270 

16066 

18534 

10406 

8146 



(5.6) 

23.4 

(24.5) 

(4.9) 

(16.6) 

(lO.I) 

(13.6) 

(IH.I) 

(26.5) 

(17.4) 

(1.5.8) 

Investments 

163295 

29746 

14041 

14172 

28435 

16820 

13751 

10887 

9499 

8702 

8118 

8276 



(18.2) 

(9,4) 

(10.5) 

(26,7) 

(18.7) 

(18.1) 

(16.7) 

(17.1) 

(18..S) 

(20.9) 

(27.1) 

@ Food credit data is on the last Friday of March of each year 










Credit-deposit ratio 






(In percentages) 





End-period 


.54.8 

58.5 

54.7 

51.3 

56.7 

56.0 

60.3 

60.8 

60.7 

61.1 

62.9 

Incremental 

Investment-deposit ratio 


23.6 

87.9 

75.8 

22.2 

60.9 

32.6 

.57.2 

61.2 

59.2 

48.9 

44.8 

End-period 


.39.5 

.37.4 

38.6 

4()..5 

37.9 

37.1 

37.2 

37.2 

37.8 

.39.7 

37.8 

Incremental 


.57 4 

28.0 

26.4 

54.5 

43.1 

36.9 

37.1 

33.6 

30.1 

53.0 

48.0 

(Monetary data are based on March 31 figures both for RBI and Scheduled commercial banks, after closure of government accounts) 


* Upto February 28 
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COMPANIES 

SRF 

Quality Improvement 

SRF manufactures synthetic niament yam 
including industrial yam/tyre cord, nylon 
tyre cord fabric/industrial yam fabric, nylon 
moulding powder, leather auxiliaries, fluoro¬ 
carbon refrigerant gases, polyester film, 
hydrofluoric acid, gypsum, hydrochloric 
acid, halons, chloromethanes and opthalmic 
lenses. Raw material consumed by the 
company includes caprolactam, fluorospar, 
chloromethanes, sulphuric acid, monomer, 
initiators, polyester chips, chlorine and 
methanol. 

The company’s takeover of Ccat’s nylon 
tyre cord unit last year (1994-95) helped the 
company strengthen its competitive position 
and became a medium size global player in 
the nylon tyre cord business. Consequently, 
during 1995-96, the company's net .sales and 
value of production more than doubled while 
operating profit shot up by 167.3 per cent 
over the same period. Exports increa,scd by 
48.2 per cent and the company’s net profit 
surged by an impressive 56 per cent over 
1994-95. With this encouraging jierformance, 
the company’s earnings per share (EPS) rose 
from Rs 6.9 to Rs 8.3 and book value 
.strengthened from Rs 55.5 to Rs 58.6. Tfie 
company declared a dividend of 30 per cent 
for the year. 

The company claims that its nylon tyre 
cord unit in Madras saw significant 
improvement in performance as a result of 
focused effort in the last few years in 
improving quality, reducing cost and 
strengthening employee involvement. The 
acquisition of Ceat’s unit reportedly enabled 
integration in marketing, materials and other 
areas in both the units resulting in synergies. 
Moreover, there was a significant improve¬ 
ment in the market for tyre cord which 
witnessed a growth of over 15 per cent 
resulting in improved price realisation. 

The industrial fabrics division of the 
company, which commenced exports of 
coated fabrics, performed well as did the 
engineenng plastics business. Production and 
sales at the flurochemicals division increased 
by 21 percent and 11 percent, respectively. 
With most of the production facilities for 
flurocarbons based in the developing 
countries slowly clo.sing down, refrigerant 
gas producers in developing countries like 
India are bound to play an important role 
in meeting the requirements of the non¬ 
producing countries. The company’s strong 
international distribution network is expec¬ 
ted to keep it in good stead. 

The chloromethanes division which was 
commissioned in March 1995 stabilised its 
operations during the year under review. 
Although there were initial teething problems. 


these have reportedly been resolved with the 
help of the collaborators. The 100 per cent 
export-oriented uAit for plastic opthalmic 
lenses which was also commissioned in 
March 1995 is undergoing programmes to 
improve its manufacturing efficiencies. The 
amalgamation of Flowmore Polyesters 
with SRF was completed during 1995-96 
and the unit re-commenced production in 
September 1995. In the first seven months 
of operations, the division recorded an 
operating profit. 

SRF plans to focus on nylon tyre cord and 
refrigerant gasses in the future because of 
the rapid growth projected for the these. In 
line with this strategy, the company plans 
to double its capacity for nylon tyre cord by 
the year 2000. 

GUJARAT HEAVY CHEMICALS 

Consolidating Gains 

Part of the Sanjay Dalmia group, Gujarat 
Heavy Chemicals has further consolidated 
its operations during 1995-96 after being in 
the red ju.st a few years back. Nothing seemed 
to go right for the company then. When it 
undertook to set up a capital intensive 4.2 
million tonne project for manufacturing soda 
ash. it was soon saddled with a heavy debt 
burden and a growing equity-ba.se following 
conversion of loans into equity. The company 
found it difficult to make the project viable. 
Added to its woes was the fact that growth 
rate in the user industry itself had stagnated 
to a mere 8 to 9 per cent. 

A look at the industry shows that there arc 
a few major players such as Tata Chemicals, 
GHCL, Tuticorin Alkali, Punjab National 
Fertilisers and DCW. The industry caters 
mainly to the detergent segment (gniwing 
at a rate of 15 per cent) and the glass industry 
(growi ng at a more sedate pace). The sluggish 
nature of the industry has resulted in low 
price to earnings ratios for the players. Nimia 
is also reportedly considering a foray into 
the soda ash industry. 

The company seems to have finally 
emerged from this mess as is evident in its 
performance in the last couple of years. 
During 1995-96, while net sales and value 
of production improved by 17.3 per cent 
and 26.3 per cent over the previous year, 
1994-95 the company’s operati ng profit rose 
by 20.4 per cent. A marginal increase in 
interest charges (up 1.3 per cent) helped the 
company post a 27.7 per cent higher 
bottomline. While its earnings pershare (EPS) 
improved from Rs 4.1 to Rs 5.2 during this 
period, book value increased from Rs 14.9 
per share to Rs 18.6 per share. Encouraged 
by its performance, the company raised the 
dividend rate from last year’s level of 10 per 
cent to 15 per cent during 1995-96. 


EPY/ Research Foundation 

Production of soda ash. dunng the year 
under review, increased by 10.8 per cent 
from 3,52,080metne tonnes (mts)to 3,90,271 
mts, while sale volume increased from 
3,70,660 mts last year to 3,74,603 mts. 
Production of marine salt, too, improved 
from 3,78,324 mts to 5,57,644 mts (up 47 
per cent). Following the cut-back in 
production last year, the company’s 
operations have stabilised afterthe conversion 
of one of the boilers into a fluidised bed 
circulating boiler. 

The company successfully experimented 
with the usage of undersized coke and 
limestone in its kilns and this operation is 
expected to result in substantial savings over 
the years. The third elcctro.static precipitator 
and the first pha.se of the dedusting systems 
in the lignite and limestone areas were 
commissioned as part of the pollution control 
programme. While the soda ash industry’s 
domestic sales increased by 5.44 per cent 
during the year under review, the company’s 
sale volume grew faster mainly due to the 
fact that it is the preferred supplier of dense 
soda ash to the more sophisticated float glass 
and container glass manufacturers. 

The company is increasing its soda ash 
capacity by 1,90,000 mts and in the first 
phase, an addition of 50,000 mts capacity 
is under implementation. The expansion is 
to be financed through internal accruals and 
loans. It is also considering the feasibility 
of manufacturing and marketing edible salt 
in consumer packs and exporting industrial 
salt. 

GNFC 

Poor Performance 

The Bharuch-based fertiliser and chemical 
manufacture!, Gujarat Narmada Fertiliser 
Company (GNFC), saw an unsatisfactory 
year in 1995-96 when its net profit increased 
by a mere 3.7 per cent on a 13.6 per cent 
increase in net sales over the previous year, 
1994-95. Sharp increases in manufacturing 
costs (up 26.8 per cent) and depreciation (up 
33 percent) were the main culprits responsible 
for the company’s dismal performance. 
Further, exports plunged by 67.3 per cent 
over the same period. 

The company manufactures ammonia- 
urea, methanol, formic acid and nitro- 
phosphates. 11 also has an electronics di vi sion 
which manufactures printed circuit boards 
(PCBs) and DSS. During the year under 
review, the company produced 5,20,810 
metric tonnes (mts) of ammonia and 6,91,461 
mts of urea representing capacity utilisations 
of I I7pcrcentand 116 per cent, respectively. 
Production of methanol also increased to 
1,19,857 mts taking capacity utilisation to 
99.8 per cent. GNFC’s captive power plants 
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The Week’s Companies 


(Rs lakh) 


Growth and Financial Indicators/ 
Year Ending 


SRF 


GHCL 


GNFC 


March 

1996 


March 

1995 


March 

1996 


March 

1995 


March March 
1996 1995 


Incomc/approprlalloiui 

1 Net sales 49679 

2 Value of production 48719 

3 Other Income 1321 

4 Tntiil iiirome 50040 

5 Raw malerials/storcs and 24099 

spares consumed 

6 Other manufacturing expenses 4098 

7 Remuneration to employees 2608 

8 Other expenses 4452 

9 Operating pnifii 14783 

10 Interest 9085 

11 Gross profit 5727 

12 Depreciation 2455 

13 Profit before tax 3266 

14 Tax provision 

15 Profit after tax 3266 

16 Dividends 1076 

17 Retained profit 2190 

Liabllltles/asseis 

18 Paid-up capital 4425 

19 Reserves and surplus 28224 

20 Long-term loans 42785 

21 Short-term loons 5720 

22 Of which bank borrowings 5000 

23 Gross fixed assets 72838 

24 Accumulated depreciation 12465 

25 Inventories 6982 

26 Total assets/liabilities 102963 

Miscellaneous Items 

27 Excise duty 10726 

28 Gross value added 16742 

29 Total foreign exchange income 6455 

30 Total foreign exchange outgo 8379 

Key nnancial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 48.25 

32 Soles to total net assets (%) 61.22 

33 Gross value added to 

gross fixed assets (%) 22.99 

34 Return on investment 

(gross profit to total assets) (%) 5.56 

35 Gross profit to sales 

(gross margin) (%) II .53 

36 Operating profit to sales (%) 29.76 

37 Profit before lax to sales (%) 6.57 

38 Tax provision to 
profit before tax {%) 

39 Profit after tax to net worth 

(return on equity) (%) 10.00 

40 Dividend (%) .30.00 

41 Earning per share (Rs) 8.28 

42 Book value per share (Rs) 58.64 

43 P/E ratio 3.26 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 183..39 

45 Short-term bonk borrowings 

to inventories (%) 71.61 

46 Sundry creditors to 

sundry debtors (%) 136.55 

47 Total remuneration to employees 

to gross value added (%) 15.58 

48 Total remuneration to employees 

to value of production (%) 5.35 

49 Gross fixed assets formation (%) 77.70 

50 Growth in inventories (%) 19.99 


24403 

27076 

23084 

76277 

67144 

23743 

27485 

217.54 

77972 

66765 

1.3.32 

471 

1.31 

3094 

1623 

2.5075 

279.56 

21885 

81066 

68388 

12804 

73.32 

5361 

20974 

19818 

2128 

3645 

.3101 

17835 

10785 

1627 

989 

854 

4678 

3958 

2986 

6414 

4614 

1.5697 

13370 

5530 

9576 

7955 

21882 

20457 

.3156 

2998 

2961 

8225 

7722 

2410 

6992 

.5424 

13686 

12315 

179 

2123 

1611 

4151 

3122 

2226 

4868 

3812 

9533 

9192 

132 

- 

- 

- 

- 

2094 

4868 

.3812 

9533 

9192 

833 

1399 

93.3 

3223 

267.3 

1261 

3469 

2879 

6.310 

6519 

.3369 

9325 

9.325 

14648 

14648 

2.3587 

7988 

4518 

.50550 

44230 

20012 

13290 

16808 

.56148 

43353 

61.30 

2758 

1939 

1135 

16738 

.5210 

2758 

1939 

1135 

16738 

40989 

37340 

36350 

134840 

124240 

8732 

II8S3 

10026 

63380 

59237 

.5819 

4307 

2461 

14604 

13405 

62645 

38746 

36426 

137868 

131625 

.3836 

.5606 

4269 

4238 

2996 

6.304 

111.54 

9786 

243.37 

22242 

4357 

588 

1.372 

.590 

1830 

527.3 

1781 

1416 

8197 

9301 


.38.95 

69.88 

63.37 

55.33 

51.01 

45.96 

81.16 

70.83 

62.28 

56.44 

15.38 

29.87 

26.92 

18.05 

17.90 

3.85 

18.05 

14.89 

9.93 

9.36 

9.88 

25.82 

23.50 

17.94 

18.34 

22.66 

.35.37 

34.46 

28.69 

.30.47 

9.12 

17.98 

16.51 

I2..50 

13.69 

5.93 

- 

- 

- 

- 

7.77 

28.12 

27.54 

14.62 

15.61 

30.00 

1.5.00 

10.00 

22.00 

20.00 

6.88 

5.22 

4.09 

6.51 

6.28 

55.45 

18.57 

14.85 

44.51 

40.20 

7.63 

3.83 

3.55 

4.00 

8.37 

116.73 

■/6,76 

121.42 

86.12 

73.63 

89.53 

64.04 

78.79 

7.77 

124.86 

68.86 

18.48 

26.23 

78.61 

60.24 

25.81 

8.87 

8.73 

19.22 

17.80 

6.85 

3.60 

3.93 

6.00 

5.93 

32.98 

2.72 

13.79 

8.53 

10.90 

6.21 

75.01 

-44.06 

8.94 

-6.33 


generated 3,41,773 MWH power compared 
to 2,99,664 MWH power generated during 
the previous year and catered to up to 97.34 
per cent of the company’s power 
requirements. 

The company's PCB plant, which obuined ^ 
the International Electro Technical Com-' 
mission Quality Assessment System’s 
manufacturer approval certificate from the 
Indian Bureau of Standards during the year 
under review, saw a signilicant improvement 
in the production of PCBs at 12,096 sq m 
compared to 6,139 sq m in the previous year. 
However, the production of RAX was 
required to be curtailed to 4,372 lines 
compared to last year’s 12,272 lines because 
the expected orders did not materialise. 

The company is now setting up a synthesis 
gas generation unit with a capacity of23,500 
NM3 per hour. The synthesis gas will be 
utilised as a feedstock for producing 90 mts 
per day of methanol in the methanol-l plant 
and additional ammonia of about 127 mts 
per day in the ammonnia plant. The project, 
which will cost Rs 45 crore, is expected to 
be commi.ssioned in October 1997. GNFC 
is also implementing a co-generation power 
and steam unit to produce about 31 MW 
power and 60 mts per hour high pressure 
steam to improve the reliability of the existing 
steam and power system as also to meet the 
future requirements of steam and power. The 
project, which is estimated to cost around 
Rs too crore, is slated to be completed by 
September 1997. 

The company is considering setting up a 
polyacetals project with a capacity of 10.000 
mts per annum. Polyacctal is an advanced 
engineering plastic with versatile uses. The 
required raw material for the project, will 
be available from the company’s methanol 
plant. This project is estimated to cost 
Rs 230 crore. 

Meanwhile, GNFC has bagged the Rs 400 
crore mandate to market over 12 lakh tonnes 
of imported urea in the country. This is 
expected to boost the company’s 1996-97 
turnover beyond the Rs 1,000 crore mark. 
The imported nutrients will be marketed 
under the brand name ‘Narmada Urea’. As 
the company presently produces about seven 
lakh tonnes of urea annually, the revenue 
earnings from marketing and distribution of 
the imported urea is expected to surpass the 
sale of GNFC’s own products. 

For the fist six months of the current year, 

1996-97, the company has rrotched a turnover 
of Rs 488 crore representing an increase of 
24 per cent over the corresponding period 
last year. The revenue includes the proceeds 
of marketing imported urea. However, due 
to a longer planned annual shutdown for 
maintenance (25 days) taken during the year 
as compared to last year (nine days), the 
company’s profit before tax fell from Rs 
46.16 crore in the corresponding period last 
year to Rs 40.99 crore during the first half 
of the current year. 


- means not available 
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COMMENTARY 


Piped Music and Telephone Attendants 
Report of Fifth Pay Commission 

K P Joseph 

The disparity between the average salary of government employees 
and per capita income in India is far higher than in any other 
country, except a few in Africa. The question that has to be asked is 
whether the people of India should be asked to pay more for getting 
the same services on the basis of the recommendations of a Pay 
Commission whose report is amateurish, partial to senior officials and 
ill-considered. 


THE report of (he Fifth Central Pay Com¬ 
mission is bulky and controversial. It is in 
three volumes with a total of 2,1 IS pages. 
The cost of the set is Rs 900 and that of 
individual volumes, Rs 350 To read and 
I digest all this will need enormous patience. 
Mercifully, the government got a brief 
summary in 20 pages prepared by the Pay 
Commission itself which was madeavailable 
to the public at the end of January. 

In the government press note 
accompanying the summary there is some 
disturbing news for the public - Rs 11 ,.500 
crore would be needed in 1997-98 to 
implement the recommendations of the Pay 
Commission. The Fourth Pay Commission’s 
recommendations cost only about a tenth of 
this. 'The government has provided the entire 
amount in the 1997-98 budget (Rs 4,20S 
crore for civil, Rs 3,620 lor defence and the 
rc.st for railway employees). Each Indian will 
be paying about Rs 125 for implementing 
|lhe recommendations. 

' The Fifth Pay Commission had only three 
members, a retired ,Suprcmc Court judge, a 
professorof economics from the Delhi School 
of Economics and an ofFiccr of the Indian 
Administrative Services. No other pay 
commission before had os lew members as 
this one. Of the members, Suresh Tendulkar 
has in a well argued note of dissent differed 
trom the views of his two colleagues on 
several important issues. His colleagues have 
not been able to deal with his arguments 
satisfactorily. 'This is how they dispose of 
the dissenting note; “We would nut like to 
rebut all the poiitis made by our esteemed 
colleague, nor is there time to do so." How 
casually the dis.senting note has been hand¬ 
led will be clear from the recommendations 
about increasing house rent allowance. The 
annuafadditionai cost due tothis isestimated 
at Rs 2,(XX) crore and Tendulkar believes that 
“landlords will hike the rents in order to reap 
f (he additional rental incomes”. This is quite 
possible. But this is how the other two 
members answer him: “As far as the hike 


in rents is concerned, this is a function of 
the overall demand and supply situation, 
which we hope will improve by the multi¬ 
pronged strategy sugge.sted by us.” 

Thus, in effect two members of the 
commission have been responsible for most 
of the recommendations. But a closer look 
at the report will .show that the IAS official, 
M K Kaw, played a dominant role. Paragrah 
1.41 of the report says that “in a major 
departure from the procedure followed by 
previous Commissions, this Commission 
decided to take expert opinion of research 
institutes of excellence". The report men¬ 
tions 19 such studies; the summary says 
there were 20. How the studies made by the 
expert groups were made use of will be clear 
from paragraph 1:59: 

To ensure objectivity and impartiality in 
decision making rccomincnUations made by 
Team Leaders were submitted to a Core 
Gioup set up under the chairmanship of the 
Member Secretary [Kaw] and with four senior 
officers as mcmbeis. All proposals finally 
went to the Commission in accordance with 
the recommendations of the Core Group. 

The Core Group functioning under Kaw 
had a major role. This may perhaps explain 
why more benefits have been recommended 
for the I AS than for the rest of the employees, 
making the report unbalanced and creating 
discontent, especially among the lower-paid 
employees. The report does not show how 
much money was paid to the expert groups 
for the studies orif it was done aftercoasulting 
government. 

The report can be broadly divided into two 
parts. The first300pages contain suggestions 
to improve public services management 
which in the opinion of the commission is 
poor now. The rest of the report deals with 
pay, which is considered low. Making use 
of a study on Restructuring oftite Government 
Q07ce prepared by Tata Consultancy Service 
and Indian Institute of Technology, New 
Delhi, and another study on Governance and 
Government: Emerging Scenario in the 21st 


Century by Strategic Management Group of 
New Delhi, the first part of the report recom¬ 
mends sweeping changes to transform 
government into a modem, professional and 
citizen-friendly one, by adopting methods 
used in recent years by countries like Britain, 
Canada, New Zealand and Malaysia. There 
is also the recommendation to reduce the 
number of government employees by about 
a third over the next 10 years and abolishing 
3.5 lakh vacant posts immediately. 

For any organisation to suggest major 
changes in the working of government based 
on foreign models (as the expert study groups 
have done), it would be necessary for it to 
have a thorough knowledge of the problems 
faced by government of India now, besides 
familiarity with the working of reforms in 
other countries which are proposed to be 
adopted by India. There are some 
organisations in our country with experience 
of Indian conditions or of reforms abroad but 
it is doubtful if there is any expert group 
familiar with both. The result has been that 
the first part of the report compiled from the 
studies from the expert groups supplemented 
by trips abroad by members of the com¬ 
mission is vague, woolly, naive, self-con¬ 
tradictory and impractical. 

A few examples will show that the first 
part of the report is a bundle of absurdities. 
The commission says that the public thinks 
(hat government employees now work only 
for one to two and a half hours a day. It 
therefore tries to improve productivity by 
restoring the six-day week, reducing gazetted 
holidays from the present 17 to 3, ensuring 
punctuality with the help ol time-clocks, 
asking canteens “to serve tea right on the 
lables" of the employees and giving gene¬ 
rous transport allowances which will make 
employees hurry to work in (he morning. 
These measures are to be supplemented by 
seating employees in “large ergonomically 
designed halls in furniture of modular design 
in an aesthetically pleasing environment", 
“provisions of piped music/art galleries 
in (he corridors/rcception area, utilisation 
of space on the ground flrmr for small 
museums displaying articles relatihg to the 
histori'.u' background of the particular 
depaniiicni", etc! 

The Fourth Pay Commission had pointed 
out to the government that productivity in 
government offices was low but government 
did nothing about it. It is unbelievably naive 
for the Fifth Pay Commission to think that 
the present minority government will be able 
to cut down holidays or convert government 
offices to resemble those in rich countries 
or that the government employees will work 
more if they occupy their chairs for longer 
periodseveryday.The remedy lieselsewhere 
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and is very simple. There arc plenty of rule.s 
already to deal with employees who do not 
attend office in time or who do not work. 
Apply thc.se rules occasionally; the im¬ 
provement in productivity will be quick and 
substantial. Piped music is certainly not the 
answer. 

The second example is the recommenda¬ 
tion to set up Citizen’s Chatter to reduce 
delays in government offices and improve 
accountability. The idea is borrowed from 
Britain. The report describes Citizen's 
Charter as a 10-year programme designed 
to raise the standards of public service. It has 
six key principles - setting standards, in¬ 
formation and openness, choice and consul¬ 
tation, courtesy and helpfulness, puttingthings 
right and value for money. In paragraph 
24.16 of the report, the Pay Commission 
makes the following recommendation: 

We recommended that the cenual government 
.should draft a suitable Citizens' Charter for 
this country, invite a national debate on it 
and then implement it promptly and 
effectively. 

In Britain theCharteris known as Citizen’s 
Charter; in India it is to be called Citizens’ 
Charter. Apparently the Pay Commi.ssion is 
unaware of current public opinion in Britain 
about the charter. The present British attitude 
has been well summarised by two 
distinguished scholars. Colin Campbell and 
Graham K Wilson in a recent book. The End 
of Whitehall; “Put simply, the Citizen’s 
Charter amounted to a brilliantly crafted 
campaign slogan and nothing more.” 

An Indian doctor working in Britain for 
the last 35 years and who is familiar with 
the working of the Charter when shown 
during a recent visit to India, the recom¬ 
mendations for a similar Charter in the Pay 
Commission's report burst out laughing. 
There are several studies of the working of 
the Citizen's Charter in Britain which the 
Pay Commission has apparently nut seen. A 
Charter in Indian conditions is impractical 
and expensive. There arc enough rules in 
government manuals requiring government 
employees to answer letters and to attend to 
other work within a specified time, none of 
which is now enforced. It will take only a 
few weeks for the central and state govern¬ 
ments to reactivate the existing machinery 
for speeding up work, without any extra cost 
or charters. How appalling the state of affairs 
in government now is will be evident from 
the fact that SO letters addressed personally 
to senior government officials six months 
ago, produced only one reply in one line 
acknowledging receipt of the letter. 

One docs not know what to make of 
recommendations like the ones in para¬ 
graph 6.39; 

The Core functions of government should 
first be defined. 

There should be a sound legal architecture 


that redefines the rules outright. 

The government office itself will need a 
heavy dose of restructuring. 

The financial management and budgetary 
system will have to be totally re-written. 
There will have to be a simplification of 
procedures and formulation of accountability 
norms in government. 

Or again, recommendations like. “Files 
may be replaced by floppies, queries and 
letters by phone calls, fax messages and 
electronic mail. Officers may be given the 
freedom to destroy all useless paper im¬ 
mediately on receipt” (paragraph 10.9). In 
paragraph 12.6 the commission recommends 
“the creation of the paperless office or the 
almost paperless office”. But papcr.shredders 
arc also to be retained. 

The first part of the report is filled with 
such pious wishes and platitudes, often 
borrowed from other developed countries. 
Buzzwords like reinventing government, 
corporatisation, pri vati.sation, contracting out, 
etc, abound. The following is a typical 
proposal: 

The first exercise we must have is to survey 
the entire gamut of government functioning 
and ask the three usual basic que.stions: 

— Docs this need to be done? 

-- Docst this need to be done in government? 
— Does this need to be done in the central 
government? 

The Pay Commission and its consultants 
seem to have been naive in putting too much 
faith in the recent efforts at reform in 
government in the countries they visited, like 
the Rayncr scrutinies, the Next Steps 
programme and Financial Management 
initiative in Britain, Public Service 2000 in 
Canada, etc. Some of these reform eftorts 
have been short-lived and us Allen Sloan, 
an expert in the field said recently, they 
should be called - No Action, Talk Only 
(NATO). Henry Mintzberg of McGill 
University has an excellent article on 
'Managing Government and Government 
in Management’ in the Harvard Business 
Review of May-Junc 1996 which, if the 
members of the Pay Commission and the 
consultants it employed had read it carefully, 
would have spared us a few hundred pages 
of impractical and silly recommendations. 

The recommendations of the Pay Com¬ 
mission to reduce the number of government 
employees by about a third over the next 10 
years and to abolish 3.5 lakh vacant posts 
immediately have justifiably caused anger 
among all employees. Past history shows 
that reduction of the number of government 
employees is not easy in India. The Fourth 
Pay Commission had recommended reducing 
proliferation of posts at the senior level. 
Government did just nothing about it. It is 
simplistic for the Fifth Pay Commission to 
think that overstaffing is broadly uniform 
throughout government. The tmth is that 


some departments have far more surplus 
staff than others. Instead of abolishing all| 
vacant posts overnight, careful studies arC' 
needed to determine the areas and the extent 
of overstaffing. The Pay Commission would 
have certainly noticed that in the countries 
it visited, departments do not have multipfe 
heads as in India. It is easy to find out which 
arc the departments where the most serious 
abuse is taking place and take measures to 
reduce the number of departmental heads. ^ 
The Pay Commission should have noticedi 
that the reckle.ss use of cadre reviews initiated 
by government itself is mostly behind the 
proliferation of posts at senior levels. So 
instead of attempting across-the-board cut.s. 
major pruning at top levels is immediately 
needed. 

The recommendation of the Pay 
Commission to raise the retirement age froir 
58 to 60 is most unfair and irresponsible ii 
a country with such a large number of un 
employed people. It also will automaticall; 
result in giving two mure years of scrvici 
to all the hundreds ot unnecessary depantfl 
mental heads in government. 

It will be wrong to think that the Pay 
Commi.ssion is motivated only by the desin 
of reforming government. The report has il 
sellish and mundane side also. Its recom 
mcndation that all executives of and abov 
the rank of deputy secretary and equivalen 
may be provided with a residential telcphon 
attendant on a salary of Rs 1.5(X) a mnnii 
does not go well with the rc.st of its suggestion 
to modernise government. Tcndulkar is quit 
right in objecting to this crudity and the repi 
of the other commission members to hir 
sounds ridiculous; 

A large number ol otficers m the milimr; 
police, railways, district administration uii 
other centrul/stnie government departnieni 
have at least one attendant at their residence 
whether he is called a batman or an order 
or a telephone attendant oi a khala.s; t 
whate*’cr. The Telephone Attendai 
Allowance is meant to cover only those fe 
senior otficers, mainly posted in Sccretan 
Jobs, who do not have such assistance 
home. .Such a facility will only result < 

‘ making the life of such Secretariat office 
a little more tolerable and reverse the prese 
trend of IAS officers nut wanting to con 
to the centre or to Slate Secretariat jobs 
That (he Pay Commission is far fro 
serious and sincere in some of its recoi 
mendations will be evident from the fact ih 
though it talks of the time having come" 
give a decent burial to the present systen 
of classification of government employe 
into four and recommends calling peons I 
other fanciful names, more than 10 per ce 
of its own .staff were peons, , three drav 
from the Supreme Court and anoth 
whose appointment is coterminous wi 
the appointment of the chairman (pag 
80-81). 
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Early in the report the Pay Commission 
has made it very clear that the generous 
improvements in pay and conditions of 
service it has recommended are conditional 
on government accepting its recom- 
ietcndaiions about public service management 
Hf^tained in the first 300 pages of the report. 
It is not possible to have one without the 
other. It is a package deal. The first pan is 
in several ways bitter as it involves reduction 
m government employment; the second part 
is juicy as its gives away money right and 
left. This is what the Pay Commission says 
about how to implement the report: 




The whole idea of having public service 
management first and pay scales later is that 
we should first decide what we are going to 
do with our bureaucracy, its size, efficiency, 
productivity, elYectivcncss and accountability 
before we lake up the question of what it 
should he paid Wchopc that the government 
will appreciate the nexus that we seek to 
e.stablish between the utility of the public 
servant to the nation and the payment he 
receives for his woik. Our report should be 
implemented as an integral whole in its 
entirety, as a complete package (paragraph 
1.58J. 


Later in paragraph 5.28, the commission 
■inphasi.scs the point again: 




11 


I 


It IS only afici discussing how we can have 
a compcieiU, prorcssional, productive, 
motivated band ol people in the employment 
of the government that we move to the other 
major task of devising an appropriate .structure 
of compensation packages j'nrlhcm. We want 
to emphasise that our report should be taken 
ns a single document and the inter¬ 
connectedness ol the various elemenis of the 
report should he borne in mind while taking 
individual decisions, in particular the size of 
the bureaucracy has income down drastically 
and the public servant has to be much more 
productive and accountable than he is itxlay. 


But surprisingK in the 2()-page summary 
of the report that the commission itself 
prepared, there is no mention at all of this 
important condition in the report. This can 
mean that the commission has softened its 
stand in the report and has no objection to 
government implementing its recommenda¬ 
tions about more pay without carrying out 
its suggestions to reduce the numhci of 
government employees and make them more 
productive. This is unfortunately what the 
government seems to bo trying to do now. 
Annexure 7 of the Expenditure Budget for 
1997-98 gives the estimated strength of 
government employees in 1998. Not only is 
there no reduction in numbers as lecom- 
mended by the Pay Commission but it is 
estimated that there will be 12,306 more 
employees! 

. A look at Chapter 29 of the report about 
'Vthe railways will show that there is 
fW disagreement between the Pay Commission 
I and the railways not only about the size of 


the workforce but the need to have six new 
railway zones. The rail ways have been prompt 
to provide funds in full in the budget for 
1997-98 for implementing the pay increases 
recommended by the Pay Commission 
though they refuse to cut the costs suggested. 
Paragraph 29.13 of the report summarises 
the situation; 

A further increase in the wage bill of i ailway 
employees is inevitable after our recom¬ 
mendations are implemented by the govern¬ 
ment. Remedial action should also be simul¬ 
taneous. The railway administration con 
Ignore the writing on the wall only at its own 
peril. 

The railway administration unfortunately 
cannot sec far enough to read the writing on 
the wall. 

Nut only in the railways, but all across the 
government the pay increases recommended 
by the Pay Commission would most probably 
be implemented in full and suggestions for 
improving productivity and cutting costs 
ignored. The taxpayer will pay very much 
more for getting exactly the same services. 
The state government employees would also 
naturally demand pay parity with the central 
government employees and the familiar 
pattern of strikes to enforce their demands 
would follow. The effect on inflation is 
predictable. ^ 

Ciovernment employees are now fully 
compensated for the rise in the cost of living 
unlike in many other countries. An IMF 
study made .some years ago found that the 


disparity between the salary of government 
employees and the per capita income in India 
is far higher than in any other country except 
a few in Africa. The question that has to be 
asked is whether the people of India should 
be asked to pay more for getting the .same 
services, based on the recommendations of 
a Pay Commission whose report is ama¬ 
teurish, partial to the ,senior officials and ill- 
considered. In their own interests, the 
employees should wait till the numerous 
flaws in the report are carefully examined 
and satisfactory answers found. The Pay 
Commission has called for transparency and 
accountability ingovemment.Thc parliament 
and the people have every right to be told 
what are the issues in the Pay Commission’s 
report that the committee of secretaries now 
considering the report have been asked to 
examine. Instead of trying to implement the 
bizarre recommendations of the Pay Com¬ 
mission, it would be far belter to grant all 
government employees and pensioners 
another generous interim relief and get the 
Pay Commission's report carefully examined 
by a broader-based, professionally qualified 
group of experts, including representatives 
of the unions of government employees. The 
Fifth Pay Commission’s report cannot 
certainly form the basis for a just pay 
settlement that is fair to all sections of the 
employees and also to the taxpayer who pays 
for it. Increase in fuck prices and pay in the 
same year can turn out to he the proverbial 
last straw that can break the camel’s back. 
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INDIAN LANGUAGES NEWSPAPERS:10 

Kannada: “We Fake It There Is 
Competition” 

Robin Jeflk«y 

The rapid growth of Bangalore since 1970s and the peculiar history 
of Karnataka may have been as much hindrances as propellants to 
the development of Kannada newspapers. 

[Spreading across India after the end of the ‘emergency’ in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
r^wspapers in all languages trebled between 1976 and 1992 from 9.3 
million to 28.1 million and the dailies-per-thousand people ratio 
doubled - from 15 daily newspapers per 1,000 people to 32 per 
1,000. Regular reading of something called “news” both indicates 
and causes change. Expansion of competing newspapers clearly 
signals the vitality and growth of capitalism: newspapers have owners 
and owners must have advertisers. The changes of the pa.st 20 years 
are obvious yet largely un.studied. The essays in this .<!enes on the 
press in the major Indian languages are part of a larger project 
to map, analyse and try to understand the transformation of the 
Indian-language newspaper industry, j 

OFthemajorIndianlanguages,tlienewspaper placing Kannada scvcmlpiniong 10 major 
industry in Kannada is perhaps the least languages (See Table 2). 
recognised or discussed. The reasons help This index roughly indicates the level of 
us to understand the complex, organic coinniercialisaiionoftheprcssinaparticular 
relationship between newspapers and the language - the degree to which capitalist 
societies and governments in which they practices have spread in the industry. If a 
grow and on which they fiKus. Kannada very large proportion of claimed circulation 
newspapers for many years had an air of is controlled by members ot the ABC, it 
complacency; slow, steady circulation .suggest.s that newspapers have entered an 
growth.satistactoryrctumstocxistingnews- established capitalist stage, in which 
papers but few innovations and no substantial opportunity for small-time publications 
new new.spapers or editions. In the mid- backed with little capital will rapidly 
1990s there arc signs that the popularising diminish. It should also mean that the 
and broadening-out processes, which have remaining larger newspapers compete 
characteri.sed newspapers in other languages, Fiercely for readers and by extension for the 


journalist of the dominant daily, Prajavani, 
could reply, only partly in jest, to a question 
about the extent of competition among 
newspapers; “We fake it [that] there is 
competition."^ 

A casual observer, ‘familiar’ with stories 
of the ‘progressive’ princely slate of Mysorei 
before 1947 and of the rapid growth of 
Bangalore since the 1970$, might have 
expected the newspaper industry in 
Kannada to be one of the most buoyant in 
any Indian language. In 1991, urbanisation 
in Karnataka at 37 percent was considerably 
higher than the all-India average (about 2S 
per cent); and literacy, at 47 per cent was 
roughly the same as the national average 
(See Table I). Why then has the Kannada 
press appeared passive, even complacent? 
Bangalore, and Karnataka’s peculiar history, 
may have been as much a hindrance to the 
development of Kannad-i newspapers as a 
propellant. 

For a language to flourish - in the sense 
that people wnte and read it, that it has a 
publications industry and that its speakers 
and readers reproduce thcm.selvcs - it needs 
the support of the apparatus of a modem 
stale. Perhaps the proposition should be put 
another way: once the apparatus of a modem 
state is inesr ^able, languages that lack 
its support aie vulnerable. Languages that 
have such support will adapt to the market 
and the capitalism that such states nurture. 
Newspapers are probably the single-most 
important vehicle in this process, in which 
language moves from being diverse, 
momentary speech to becoming a standardi¬ 
sed preserver and propagator of the law and 
the commerce that states require. 

The example of Punjabi/Gurmukhi (see 
EPW. March 1-8). illustrated this proposition: 
Gurmukhi publishing grew when a state 
government began to educate children and 
transact business in the Gurmukhi script. 
The position of Urdu in India, which is the 


have begun to affect Kannada as well. major advertising that accompanies high subject for the final essay illustrates the 

The contrast between the figures of the circulations. Until recently in Kannada, plight of a“languagewithoutagovemment”. 

two monitors of the press-the Audit Bureau however, one had capitalism but little Kannada represenks an intriguing mid-point: 

of Circulations (ABC) and the Registrar of competition. As late as April 1993 a senior a language with a state of its own since 19S6 

Newspapers for India (RNI) - is always 

instructive. Sponsored by majornewspapers, Tabce I: Karnataka and Kannada—Population, Speakers and Newspapers, 1961-91 


advertisers and advertising agencies, the ABC 
was set up in 1948 to provide reliable data 
on circulations. The RNI is the government 
agency established in I9S7 after the first 
Press Commission to monitor newspapers 
for the government of India.' The RNI’s 
figures, which arc supposed to include every 
newspaper in the country, arc considered to 
be lustily inflated. In 1991, the RNI reported 
total circulation of Kannada dailies at 
6,78,(XX}.^ In the same year, the four Kannada 
dailies that were members of the ABC 
recorded combined circulations of 4,73,(X)0 
- 70 per cent of the RNI figure.’ The 
proportion was low by national standards. 



1961 

1971 

1981 

1991 

Population (millions) 

23.6 

29.3 

37.1 

45.0 

No literate (millions) 

6.0 

9.2 

14.2 

21.1 

Literacy (per cent of total population) 

25 

31 

38 

47 

Urbanisation per cent 

23 

24 

29 

37 

Kannada speakers (millions) 

16 

22 

27 

33 

(estiiiuted) 

Kannada daily cirvulations (’000) 

187 

314 

556 

678 

Kannada dailies per *(X)0 Kannada-speokeis 

12 

14 

21 

21 


Niite.\: The literacy figures are based on total population numbers used in the PA YB for the relevant 
years. Kannada doily circulations are those of the Registrar for Newspapers of India (RNI), 
which fluctuate considerably. Kannada speakers for 1961 atcfmmPAYB, y965.pcxi;for 1971 
and 1981 from the census: the 1991 figure is an estimate based on the increase between 1971 
and i9Hl. SiaiMical Ouiliiu of tndiii. / 908-89 (Bombay; Tata Services, l988).p4.SandSO/. 
7986-87 (Bombay; Tata Services, 1988), p 4S. 
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}Ut a state with a variety of social 
;haracteristics, pressures and commitments. 

During British rule, the core of the 
Kannada-speaking areas was Mysore, one of 
he great princely states. Kannada-speaking 
;oastal areas - the Konkan region - were 
livided between the Madras and Bombay 
Presidencies. Kannada speakers also lived 
in the Hyderabad princely state, in the British- 
administered coffee district of Coorg and in 
districts of the Bombay presidency in what 
Is now northwestern Karnataka. Bangalore 
was the largest city of the region, but 
Bangalore was nut the cultural centre of 
Mysore state - Mysore city was - nor was 
Bangalore solely a 'Kannada city.’ It was 
among other things an adininistrati ve centre, 
a Britiiih cantonment and a ‘pensioner’s 
paradise' for the British who retired in India, 
it attracted administrators, merchants and 
skilled artisans from throughout south India. 

Kannada co-exi.sted with other languages 
in all the administrative units. In Bangalore, 
forexample,'ramil,Tclugu, Urdu and English 
all had pockets of inllucnce.-' If ideali.stic 
nationalists - the .sort of people who founded 
Indian-lunguagcs newspapers elsewhere in 
India from the 188()s to the 1940s - wanted 
to reach ‘the people’. Kannada was not 
necessarily the most effective language. 

From the four major Kannada dailies of 
the 1990s. we can extract a thumhnai I hi.story 
ot the modern state of Karnataka as well as' 
an explanation for some of the limitations 
of the Kamiiida press (Sec Table 3). Since 
immediately alter independence in 1947, 
the leading Kannada daily has been 
Prujavwii, the Bangalore-based sibling ol 
the English-language Decani Heuilil. The 
other Bangalore-based newspaper, Ktmmula 
Pmhha, part of the Indian Express group, 
was stalled when the group began an edition 
of the English-language liuliiin lixincss in 
Bangalore in 1967. Kaniuulti Pnihliti can he 
seen as part ot the arrival of all-India 
capitalism in Karnataka, a process that led 
to the rapid growth of Bangalore from the 
1970s. 

The other two major dailies originate in 
areas of today’s Karnataka that were not part 
of theold princely statcof Mysore: Samyiikia 
Karnataka from the town of Hubli, part of 
the Bombay presidency when the pa|)cr was 
founded as a weekly in 1924: and Utlayavani 
from the flourishing educational and 
commercial town of Manipal near the coast, 
part of the old Madras slate until 1956. 
Samyukia Karnataka is the only surviving 
major Kannada publication founded before 
independence. Started as a trust by national ist 
activists in Belgaum in the Bombay 
presidency, it became a daily in 1933 and 
moved to Hubli in 1937.* The paper's name 
(‘united Karnataka') and the location (the 
Bombay presidency) illustrate the problem: 
Kannada speakers lacked a patron 


government and an urban focus. The 
newspaper's name proclaimed the goal of its 
backers - ‘united Karnataka’, achieved with 
the linguistic reorganisation of the Indian 
states and the creation of a large Kannada- 
based Mysore state in 1956 (renamed 
Karnataka in 1973). 

The segmentation of Kannada speakers 
into a number of administrative units before 
1956 has been reflected in the way Kannada 
newspapers tacitly divided up Karnataka’s 
readers until very recently. Samyukta Karna¬ 
taka served the old Bombay areas of the 
north; Prajavani catered for Bangalore and 
the My.sorc region, gently challenged by 
Kannada Prahlia and an edition of Samyukta 
Karnataka'^ and Udayavani, founded in 1970 
by members of the influential Pai family of 
Manipal,^ dominated the coastal areas once 
part of Madras. Indeed, more than 70 percent 
of Udayavani’s circulation in 1992 came 
from a single district, its own Dakshin 
Kannada, the most literate di.strict in 
Karnataka, which bordered Kerala and shared 
some of the latter state's social charac¬ 
teristics.'* 

Kannada's dominant daily, which is part 
of one of the most prolitable newspaper 
organisations in India,' ** had classic capitalist, 
not nationalist, origins. Prajavani (the 
people’s voice) was founded in 1948, the 
year after independence, by a successful 
I i(.|uor contractor who “hud intide some money 
in the war”. K N Harikumar (b 1952), grand¬ 
son of the founder and today’s managing 
director of the printers and editor-in-chief of 
Prajavani and the English-language Deccan 
Herald, said; 

Ancestrally we belong to a caste of toddy 
ta|)|)crs - |ihc| Idiga community. So being 
the toddy tappers we were. mayl>c my gieat- 
great-grandfathcr was a business man.*' 

In spite of its substantial English-speaking 
population. Bangalore when the British left 
did not h:ivc its own English-language daily, 
and Mysore state was not the home of the 
largest circulating Kannada daily. In 1948 
this was Samyukta Karnataka from the 
Bombay presidency.'^ Encouraged by 
Ramaswamy Mudaliar. Dewan of Mysore. 
K N Guruswamy. the successful liquor 
contractor, invested some of the money made 
during the .second world war in an English 
and a Kannada daily newspaper.'-^ He had 
already dabbled in small newspapers in the 
I93()s. but the investment of 1948 

was a big investment by those ... suindards. 
almost ten lakhs of rupees were invested, and 
oui of that six to seven lakhs came from my 
grandfather himself. 

There was irony in such beginnings for an 
English and a Kannada newspaper: Guru¬ 
swamy himself was a Tclugu speaker, and 
the family’s home was in Bcllary in the 
TelugU'Kannada borderland of northeastern 


Mysore state. In 1993, Harikumar, titular 
editor-in-chief of Prajavani, said that he did 
not consider himself accomplished in 
Kannada: 

I didn’t identify directly (with Prajavar ' 
like I know |thej Deccan Herald, and even 
now, even the amountof interest or knowledge 
I [have] in [the] Deccan Herald is markedly 
more than what I do with Pnyavani. But I 
have been involved in Prajavani in many 
ways and I do read it fairly often and have 
a lot to do with it.'-' 

In 1948, the commercial - and political - 
decision to start the two newspapers also 
produced two non-Kunnada-speaking, 
though distinguished, editors: Pothan Jo.seph 
(1892-1972) and C G K Reddy (1921-94). 
Joseph stayed with the newspapers until 1957, 
though he seems to have regarded Prajavani 
as sonrething of a nuisance designed to 
deprive him of a share of the organisation’s 
profits.' * Reddy, the general manager, viewed 
the launch of Prajavani as a challenge. With 


Table 2: CtacuLATinN of ABC Member 
Dailies as a PKRcr^AOE of Daily 
C lRCULATtONS REniKDFU BY RNI. 1991 


Language 

ABC Daily 
Circs as 
Per Cent of 
RNI Circs 
1991 

Number of 
ABC Daily 
Newspapers 

1 Bengali 

. 96 

5 

2 Malayalain 

86 

6 

3 Tamil 

83 

4 

4 Marathi 

82 

21 

5 Guianiti 

75 

13 

6 Tuhigu 

74 

3 

7 Kannada 

70 

4 

K Punjabi 

48 

4 

9 Hindi 

37 

22 

10 Oriya 

27 

2 


Sources: 4 Preliminary List nj Circulations 
Certified for the .Six Mimtlily Audit 
PerimI [sided .ttst December 1991 
(Bombay ABC. 1992). pp 4-8. Pf«.m 
ill India. 1992 (New Delhi' Ministry 
of Inforinaiion and Broadcasting, nd 
{7I99.7)). p 39. 


Table 3; The Four Major Kannada Dao-y 
NF.W$PAM:RS, 1996 


Newspaper 

Base 

ABC Pounded 
circ 

1996 

Prajavani 

Bangalore 
(Hubli edition 
c. 1900) 

279.000 1948 

Kannada 

Bangalore 

81.000 l%7 

Prabha 

(Hyderabad 
edition c I99S) 


Samyukta 

Hubli 

116.000 1924 

Karnataka 

(Bangalore 

(daily 


edition 1959) 

1993) 

Udayavani 

Manipal 
(Bangalore 
edition c 1992) 

120.000 1970 


Sources: PAYBs, ABC Preliminary Lists of 
Circulations. 
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Graph: Kannada DAn.iE.s m ABC, 1978-96 
Circulation in ’OOOs 


was relatively lower,... [and] the ad revenue 
was much lower. 



—•— Kan Prah 
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their own vans, they aimed to get the 
newspaper out of Bangalore and into the 
small towns of Mysore .state. Within a few 
months, according to Reddy, Prajavani'& 
circulation, based on these new, small-town 
readers, outstripped all its Kannada rivals, 
and within a year, the newspaper was the 
largest seller in Bangalore and Mysore as 
well.'^ 

It was the mid-1950s, however, before 
Prajavani’s circulation passed that of the 
Deccan Herald, though the Kannada paper 
had a potential market of more than 1S million 
speakers while the English daily had only 
some tens of thousands. The disparity of 
course affected advertising: it confirmed the 
belief of Indian advertisers and agencies that 
the only worthwhile purchasing power in 
India lay with people who read English. For 
his part, C G K Reddy believed that a 


—■— Prajavani 
—t— Udayavani 

combined advertising rate for the English 
and Kannada newspapers helped to bring 
reasonable levels of advertising to Prajavani 
well before this happened with other Indian- 
languages newspapers.'^ However, the 
proprietors - though not Pothan Joseph - 
believed that the combined operation ran at 
a substantial loss: 

[There were] very heavy losses for the first 
almost ten years ... And my grandfather 
pumped in more and more and more money 
and at one point everybody told him... [to] 
close it down ... 

I don’t know if they really costed it and all 
that, but I am sure that Prajavani was making 
more losses. Even now Prajavani makes 
much less money than Deccan Herald and 
even too recently wasn’t making much money 
in ... costing terms. Even though the 
circulation was very high, the selling price 


Prajavani and Kannada publications faced 
even greater disdain from major advertisers 
than other Indian-languages newspapers. Not 
only were Indian-language readers thought 
to have little spending power, but in Mysore 
state other languages co-cxisted and 
competed with Kannada. If advertisers were 
to consider advertising in an Indian-language 
newspaper in Mysore, which would they 
choose? Even in the 1960s, Prajavani’s 
advertising rates were the lowest of any 
major Indian-language daily.^ 

The uncertainty over the nature of the 
audience for Kannada newspapers was 
reflected in the content, not merely of 
Prajavani but of its competitor from the 
Indian Express group, Kannada Prahha. C 
G K Reddy insisted that in his two years at 
the newspaper (1948-50), it aimed for a 
simple, readable Kannada and foran emphasis 
on local news.^' Ifthis were so, these practices 
appear to have lapsed after Reddy’s departure. 
According to Harikumar, even in the early 
1990s, Prajavani .struggled to break out of 
a highly elite mould; 

Prajavani is ... probably incomprehensible 
to the ordinary man - highly Sanskritised. 
very difficult language, lung sentences. It’s 
not a popular kind of paper ... 

The old editorsof Prajavani, they were totally 
non-local. They had this [practice] for 
example to put only international news on 
page one. 

Prajavani ... is so national, international, it 
is not local at all. Even now the latest monthly 
report from [the] circulation department says 
that local coverage is not adequate in 
Prajavani. 

Since Prajavani became the training 
ground for rising Kannada journalists, it was 
not surprising that the same sense of what 
a newspaper ought to be, and for whom it 
should be produced, came to prevail at 
Kannada Prahha from its inception in 1967. 
In 1993, the cditoi of Kannada Prahha, 


Table 4: Dailies per Thousand Speakers, 1991 


Language 

Dailies Per ’(XX) 
Speakers 

1991 

Malayalam 

71 

Gujarati 

45 

Marathi 

31 

Punjabi/Gurmukhi 

31 

Hindi 

25 

Tamil 

22 

Oriya 

22 

Kannada 

21 

Bengali 

18 

Telugu 

10 

All-India 

29 


Sources: Pll and SOI. We need to recognise 
the roughness of these estimates, 
but they are indicative. 
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himseif a product of Prajavani, admitted - 
almost ruefully7 - lliat Indian news had slowly 
taken over the front page of the paper and 
that local news was growing in importancc.^^ 
The most perplexing aspects of the 
|Kannada press are the contrasts with 
^Kannada's close relative, Telugu, in Andhra 
Pradesh. ThcTclugu press February I 
suggested)conveysa vitality, which probably 
results from the extraordinary vigour of the 
dominant dai ly, EenaJii. The Kannada press, 
on the other hand, seems complacent by 
comparison. Unlike the bustling Eenadu, 
Prajavani when it started an edition from the 
northern town of Hubli in 1990 to challenge 
Samynkta Karnataka, produced the entire 
paper in Bangalore and .sent the pages by 
facsimile to a prtxiuction centre in Hubli. 
The number of reporters in Hubli was 
increased, but editorial control remained 
completely in Bangalore, even of the local 
pages of the Hubli edition.^’ This strikingly 
contrasted with the heavy emphu.sisof Eenadu 
and its competitors on local news and local 
editions in Andhra Pradesh. It .seemed also 
to leave readers unimpressed: the Hubli 
edition managed only 35,000 copies (out of 
total sales of 2,09,0(X)) in the northern half 
of Karnataka by 1992.^“* 

Having alluded to a ‘complacency' of 
Kannada newspapers, I mu.st point out that 
the penetration of Kannada daily newspapers 
in 1991 was roughlytwiccas high asTclugu's 
-about 21 newspapers per thousand speakers 
to Telugu’s 10:1000. Indeed, among 10 
major languages in India in 1991, Kannada 
stood at mid-point at roughly 20:1 (XX) (See 
Table 4). Yet rural prosperity in the 1990s 
appeared to be greater in Karnataka than m 
some other states with higher daily- 
newspaper penetration. Raoand Natarajan's 
study of“thcconsumerclas.se.s,''forcxample, 
estimated more than 11 per cent of rural 
households in Karnataka to have incomes 
exceeding Rs 36,000 a year in 1993, roughly 
the same as for Kerala and notably higher 
than the estimates (around 7 per cent) for 
Andhra Pradesh and Tamil Nadu.^* On the 
face of it, Kannada newspapers should have 
been selling more copies. 

There is, however, more involved in buying 
a newspaper than simply being able to afford 
it. In 1961, for example, literacy in Kerala 
was roughly the .same as it was in Karnataka 
in 1991; but the penetration of daily news¬ 
papers in Kerala in 1961 was 60 per cent 
higher (34:I0(X)). even though production 
and distribution of newspapers were much 
more difficult and ponderous in the 1960s 
than they became in the 1980s. (£P)Y.serics). 
A combination of the following attributes is 
necessary to sustain daily newspaper reader- 
ship: (a) people must have the ability to read 
a newspaper; (b) people must have the 
capacity to buy a newspaper, (c) people must 
havea rea.son to buy a new.spaper for political 


information, commercial information iind 
entertainment; (d) newspapers must be 
available widely and promptly; and (e) 
newspapers must be enticing to read. 

How does the example of Kannada 
newspapers help to clarify such matters? On 
(a) and (b) of the above criteria. Kannada 
stands reasonably high: a substantial 
proportion of Kannada-speakers arc able to 
rciid and afford a newspaper. But on (c). 
demand .seems to lag: the intense political 
competition ofKerala in the 19.50s and 1960s, 
or of Punjab or north India in the 1980s. is 
less obvious. 

Criteria (d) and (c) depend on the producers 
ofncw.spapcrs-on the ability and willingness 
of capitalists to invest in the production of 
newspapers. Here lies a key clu.stcr of reasons 
why Kannada does not .stand higher in the 
table. Financial return is one reason for an 
owner to seek to expand his newspaper: but 
newspapers have strange effects on their 
owners: some seek expansion to extend what 
they see as their influence or to spread a 
mc.s.sage. Such passion - notable in the case 
of Telugu and Malayulam and in the history 
of Tamil dailies in the 1940s and l9S0s - 
has been largely absent, it appears, in 
Kannada. 

Commercially, advertisers from 1947 
believed that Kannada lacked large enough 
numbers of wealthy Kannada-only speakers 
to make it a worthwhile medium. The vanous 
languages spoken in Bangalore reinforced a 
sense that Kannada was not an important 
language for commerce. For 20 years - until 
the arrival of all-India capital in the form of 
the Indian Express group’s Kannada Prahha 
in 1967 - Prajavani (ABC circular 1966: 


63.000) and Samyukta Karnataka (ABC 
circular 1966: S6,(X)0) comfortably divided 
the Kannada-speaking world into south and 
north.-® The segmentation of Kannadaelitcs. 
divided on the lines of the units that existed 
before the formation of the linguistic state 
in 1956, meant there was little point in trying 
to increase readership. Even the ariival of 
the new technology in the early 1980s did 
nut provide a sustained impetus for aggres¬ 
sive expansion (See Graph). 

Since the start of economic ‘ liberalisation’ 
1991, however, such expansion, similar to 
what has gone on in other regions, has begun. 
The national advertising industry expanded 
immensely from the late 1980s. F^blications 
in most languages stood the chance of 
gamering more advertising once advertisers 
recognised that purchasing power did not 
rcsidconly with English readers. In the 1990s, 
the major Kannada dailies have begun three 
new editions, and their circulations have 
risen from 4,35,000 in 1992 to 5,96,000 in 
1996, an increascof 37 per cent. Prajavani ‘.r 
basic advertising rate went from Rs 130 per 
column centimetre in 1991 to Rs 240 in 
1995, an increa.se of 85 per cent.™ 

But there is mure to this story than changes 
in the all-India economic environment. By 
the early 1990s, Kannada was. I believe, 
experiencingthcouicomesol a ‘patronstate'. 
In 1982, Kannada was designated the sole 
first language of KiAnataka. Bitter contests 
followed during the next five years over 
whether the language was being used widely 
enough, with the result that Kannada 
became more widely written and read than 
ever before.™ The violent protests against 
a hastily introduced prime-time television 
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news bulletin in Urdu prior to state elections 
in late 1094 resulted partly from indignation 
that “what little time was available for 
Kannada programmes has been snatched 
away”.’® The generation educated since 
1082 had come into media-consuming 
adulthiKid, the hugest cohort of Kannada- 
rcading people in history. In a time of 
increasing consumerism, the struggle for 
advertising will force existing Kannada 
newspapers to reach out to this waiting 
generation of Kannada-rcaders. It will no 
longer be necessary for newspapers to 
"fake it there is competition”. 
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UTTAR PRADESH 

Growing Social Unrest 

Amaresh Misra 

Criminals first entered state politics on the back of politicians; they 
then became politicians themselves and now they are trying to capture 
the institutions of civil society. Thus, there is indeed a breakdown of 
law and order, at all levels including the law enforcing agencies. 


THE political row sparked off by the state¬ 
ment of the home minister, about the state 
of Uttar Pradesh sliding into anarchy and 
chaos, promises to reveal more than meets 
the eye with each passing day. The rather 
unexpected outburst of Gupta was followed 
by the BJP’s motion in parliament on recalling 
the governor admitted by the speaker for 
vote. This was followed by a confrontation 
between Indrajit Gupta and the supporters 
of Mulayam Singh Yadav, the current defence 
minister, former chief minister of UP and the 
best political bet of the United Front in UP. 
Soon Gupta began toeing the official line 
saying that there was no connection between 
his statement and the recall of the governor. 
The stand of the Congress too kept on 
lluctuating - it was ambivalent about the 
home minister’s statement but then gave its 
support to the UF government on the issue 
of the BJP’s motion. At the same time, its 
UP unit stepped up its opposition to the UF 
government without committing itself 
explicitly on the is-sue of support or opposition 
to the governor. The BSP also contributed 
its bit by announcing its support to the motion 
introduced by the BJP. 

The apparent confu.sion which this issue 
has generated actually exposes the contra¬ 
dictions in which the ruling establishment 
is caught over UP. Since 1989, the state has 
been under president’s rule as many times 
as there were elections to the state assembly. 
The present spell has the added feature of 
being unprecedented as it comes after, and 
not before, a popular election which failed 
to throw up a decisive mandate. It was 
expected that following the verdict of a hung 
assembly, the major political parties would 
somehow resolve their differences and get 
together to form the government. There were 
many efforts in that direction but all of them 
failed, one by one. The last one. which saw 
the BSP and the BJP coming together, died 
without a whimper - things passed tamely 
and abruptly not to raising much interest in 
the,final outcome. 

It is now clear that government formation 
is becoming increasingly difficult. Even after 
repeated attempts the three major parties, the 
SP, the BJP and the BSP. have failed to 
expand their base and attract MLAs from 
other parties. 'They have also failed to form 


alliances which break the deadlock thu exists 
as regards the present equation in UP over 
the state of social forces. In the struggle for 
power no one is ready to bow down 
irrespective of the fact that the three-way 
split in power groups and social forces has 
exposed the irreconcilable nature of the 
current crisis. It is a struggle to fill the vacuum 
created by the decline of the Congress and 
the old conservative-liberal elite - hence it 
is so bitter. The group which is wielding 
power at the centre - the one headed by 
Mulayam Singh - is making sure that if it 
does not come to power no one else does 
and has succeeded so far in this objective. 
A similar game is being played by other 
major players and they too seem to have been 
successful' by the present yardstick. But 
this classic American situation where 
‘everybody wins’ has a catch - instead of 
everyone gaining something, everyone is 
beginning to lose not only their cards but part 
of the bet itself. 

The current hue and cry over anarchy and 
chaos actually possesses a hidden subtext. 
The three major formations cannot form a 
government. They cannot order ot afford 
fresh elections cither- the suspended MLAs 
do not want to face the electorate and there 
is no guarantee whether or not things will 
be back to square one with another hung 
as.sembly. In fact much more than Mulayam 
Singh, it is the BJP which is coming forth 
as a party with a gap in theory and practice. 
Mulayam Singh is of course open about 
wanting president’s rule to continue under 
the leadcrshipof governor Romesh Bhandari 
who is considered close to him. The BJP 
makes a big hue and cry about the absence 
of a popular government. It opposes the 
extension of president’s rule and demarcates 
itself from other parties. But it limits its 
moralist postures to passing strictures against 
the governor who is apparently not under its 
control. The BJP’s aim is to have a shot at 
government formation on the basis of the 
existing assembly or a new, more favourable 
governor rather than the end of president’s 
rule and the ordering of fresh elections. 

In the current controversy which culmi¬ 
nated in the statement of Gupta, the real issue 
at stake was not only the breakdown of law 
and order under president’s rule. This of 


course is a major issue - in real terms UP 
is carrying a crippled administration with a 
divided bureaucracy, a trigger happy police 
force, a partisan governor and a climate of 
uncertainty where no one has any sen.se of 
direction. Adding to the caste and communal 
divisions in the bureaucracy has been the 
spectre of corruption. This has further 
demoralised its ranks leading to the famous 
attempt by the IAS officers’ association to 
identify the three most corrupt officers in 
their ranks. It seems that the whole moral 
order on which the administration rested, 
which accounted for its brutalities, stupidities 
and achievements in the past, has collapsed 
without a new one anywhere close to 
evolving. A fourth dimension has been added 
with the surrender before, or the co-option 
of, criminals - at many places the adminis¬ 
tration has simply become impotent before 
the as.sertion of criminal forces. At others it 
is in league with them - it has yet to come 
out from the alliance of the ’daroga’ (sub¬ 
inspector) and the criminal which Mulayam 
Singh Yadav, along with the rest of the 
political class, had given shape to in the 
SiTiall towns of UP. 

The breakdown in law and order thus is 
inherent in the very way the law enforcing 
agencies have come to be structured. The 
administration is a tool in the hands of the 
assertion of the political class - beyond that 
it has become enmeshed in the conflicts of 
civil society and thus lost its neutrality and 
objectivity. That is why it is helpless when 
ransom kidnappings, murders of 
industrialists, doctors, school principals, 
politicians become the order of the day in 
broad daylight in all the major kaval towns 
of the state. The administration is facing an 
internal breakdown due to the nature of the 
polity where a desperate power struggle is 
on among the ruling power groups. Rule of 
law can only work if it serves the interests 
of the dominant forces - if it doesn’t it can 
easily be dispensed with in such ingenious 
ways as to make a veteran political scientist 
look like a raw recruit from graduate school. 
But a mere breakdown of the administrative 
machinery or nse in criminalisation would 
not suffice for the severe heartburn that 
apparently prompted the outburst of the home 
minister. The real problem is that in UP these 
manifestations are getting out of hand; that 
is, they are exceeding the bounds of the three 
major formations. The killing of a BJP leader 
in Farukkhabad which became a national 
issue was apparently a result of inner gang 
rivalry within the BJP. Criminal forces are 
operative in every political party but they are 
showing a tendency to operate beyond the 
limits set by their political patrons. Many of 
the recent murders (the first two months of 
1997 have seen a rise of 20 per cent in the 
rate of murders in the state) show two trends. 
One, they are increasingly spilling out into 
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the civil society. In Lucknow a teacher of 
La Martinierc Convcni, which has not .seen 
a murder since about 100 years, was gunned 
down and in Mu/.urfurnagar u cardiologist 
became a victim ot a professional, contract, 
‘supuri’killing. Secondly, they have acquired 
a character where the political patrons, remote 
and away dealing with (op level politicking, 
are losing control over the dons who have 
come to wield enormous power in villages 
and cities. 

Unresolved Srx'iAi. Issues 

Thcrulingestablishment isedgy for another 
reason too. It is losing control not only over 
the administration and the ciiminals but a 
growing chunk of the .social forces as well. 
During phases of acute polarisation people 
do turn out to vote for their political parties 
bordering around their old equations. But 
when it comes to action on social issues, an 
amazing restlessness is visible which extends 
all bounds imposed by political parties. It is 
iKconiing clear that in UP, the ruling estab¬ 
lishment is failingto handle the contradictions 
at the grass roots level leading to an increase 
in turbulence at that level. Mulayam .Singh 
is a representative of the 'kulak' lobby. If 
there is any interest with which he was 
identified it is the interests ot the rich and 


the middle farmers. Now in UP there is this 
ever prc.ssing issue of sugarcane farmers - 
most of them belong to the rich and the 
middle category and they are locked in a 
.severe confrontation with the state and private 
mill owners over the issue of non-payment 
of bills and the increase in rates per quintal 
of cane. The private and state mills owe 
crorcs of rupees to the farmers the non¬ 
payment of which IS prompting the destruc¬ 
tion of this most lucrative cash crop. There 
is tremendous unre.st on this issue which the 
Congress, BJP and Mulayam Singh tried to 
encash. But they all fai led one by one in spite 
of organising dhama, demonstrations, etc. 
they were unable to provide anything sub¬ 
stantial to the farmer. Mulayam Singh is in 
government but even he could not prompt 
a decision on the rates to be paid to the 
farmers. It is amazing that on such an issue 
which concerns the vital constituencies of 
parties like the SP. there was a complete 
failure on part of its leadership. Now the 
farmer's agitation is threatening to spill out 
of Ixninds - there have been ca.scs of a 
number of police firings on the farmers, a 
few people have actually died and a person 
like Mahendia .Singh Tikait has been forced 
to express his disillusionment with the Deve 
fiowda government. 


This failure over the sugarcane issue marks 
(he failure of the kulak politics in UP. It 
shows how forces like Mulayam Singh Yadav 
and Mahendra Singh Tikait are incapable of 
.serving even their own class interests - how 
they are, after all. unable to break with the 
nexus of sugar mill owners, bureaucrats and 
the landed gentry created by the Congress 
in the countryside. The class structure created 
by the Congress endures where traditionally 
even the well-to-do farmers have had little 
role to play. There can he no la.sting solution 
to this issue without breaking this cordon. 
And this the likes of Mulayam Singh and 
Tikait are singularly ill-equipped to do. 
Besides, the BJP is too caught up in these 
interests to do anything meaningful with 
credibility. 

The unrest amongst the farmers is taking 
place amidst a scenario of unprecedented 
turbulence on the students' front. The fact 
that the present education system is on the 
point of breaking down is now becoming 
part of a larger realisation; what is not being 
communicated in newspapers and magazines 
IS the desperation and unrest this crisis is 
unleashing. And here it is the old centres of 
excellence of UP, the Oxfords of the east, 
which arc in the forefront of both the 
breakdown and the response. Since the onset 
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of governor’s nile, there have been at least 
six or seven cases of police firing, lathi 
charge on students in aii the major campuses 
of the state. In nearly all the casses of student 
agitations two trends were clearly visible - 
one was the attempt by powerful vested 
interests and the caste-criminal forces to 
asscrtthcm.scl ves more in face ofacollapsing 
iniititutional order. The other was the outburst 
of students against the denial of democratic 
rights, the increasing autocracy of the vice- 
chancellor and the lack of minimum facilities. 

Both these processes arc going on 
simultaneously - the first one squares with 
the general feature of lawlessness and the 
bid by the criminal-caste forces to take over 
the institutions. The .second is part of the 
grass roots respon.se of students to an acute 
cnsis. The general crisis of lack of resources 
and mismanagement is being exacerbated by 
the corruption headed by vice-chancellors, 
the encouragement to criminal groups by the 
authorities themselves and the increasing 
concentration of powei in the hands of this 
very corrupt ndiiiinistraiion. Recently, the 
maior agitations of the AKSA. the student 
wingoftheCPI-ML.in Allahabad, Varanasi 
and Lucknow wcie all directed against the 
V(.' and the corrupt, autocratic cliques they 
have clioscn as associates. The .igitation in 
the Banaras Hindu University tHI lU) led by 
the AI.SA acquired tuithcr urgency in the 
context ol the army-likc contingent which 
the proctorial board gatliered around itself 
to suppress and intimidate the students. 

The proctorial hoard concentrated power 
on the plea ol restraining anarchy when its 
chief enjoys a record ol being hand-in-glove 
with the powerful casie-criininal cliques on 
the campus who have a history ol dc.stabi Using 
Bill', 'hie .idministration in the BHII has 
allcriiaicd between giving political asylum 
to these forces and trying lo suppress the 
deinociatic rights of the students in the name 
of combating anarchy. It has also a history 
ifa heavily politicised administration backing 
political ideologies like the RSS. 

The students' union elections were slated 
for February 24 and for all practical purpo.scs 
the AI.SA was ex|x'cted lo win. This would 
have meant the victory of a backward caste 
candidate ilhe AISA nominee lor the post 
of president) lor the first time in the nistory 
of the BHU and in a university with still a 
very insignifieunt percentage of backward 
caste and dalit students. More importantly, 
it would have meant a chiingc in the ;iower 
equation and the status quo. To pre-empt this 
the ABVP (the .student wing of the RSS and 
the BJPlnnd allied forces let loose the spectre 
of violence which the administration, instead 
of controlling, instigated further. The VC is 
a known RSS man and in the incident which 
led to police firing and the death of three 
.students his role, and that of the district 
admin.stration. was highly .suspect. He 


declared the university closed sine die 
following the death of a student and 
suspended the elections. There are fears that 
he will use the opportunity, as other 
administrators have done in the past, to 
abolish the students' union altogether. The 
whole IS.SUC however got blown up and 
became a general police vs students thing 
with an upsurge of sorts being witnessed in 
certain parts of east UP. 1'his is also an 
cxampicof the 'chaos' in UP- how acomplex 
of circumstances, including the throttling of 
democracy, are giving birth to unrest at the 
grass nwts level. 

The BJP u.sed the Varanasi incident to 
further its own tirade against the governor 
But the BJP is not prepared to touch the nerve 
of the situation which rests in the unrest both 
at the top -cnminal, caste, cormpt, communal 
- and the grass roots level exceeding the 
boundaries of the existing social equations 
This even the BSP has learned to its cost 
It may bca hyped-updalit party at the national 
level, but its ground-level support is now 
.sustained mainly in a vacuum. This none ol 
the political parties and sectionsol the media 
are willing to recognise. 

In the Allahabad Univcisity elections 
which look place alter the BHU incident a 
backward casie candidate won. Despite 
belonging formally to the .SP. he got the 
votes of nearly all the castes - something 
unprecedented in the history of the university. 
Old caste equations are breaking down even 
as the political agenda is moving fast either 
towards a quasi fascist nr a revolutionary 
solution. The centrist parties will of course 
try lo muddle through a middle path and 
succeed for sometime but that would only 
increase the instability. Moreover, the 
differences between the right and the centre. 
BJP and Mulayam dis.solve at the level ol 
thccivil society. InUP.lirslcriminalsentered 
politics on the hack of the politicians; they 
then became politicians themselves; now 
they are trying to capture the institutions ol 
the civil society And right under the nose 
of woolly secularists, Mulayam Singh has 
been as guilty in this endeavour as othci 
forces. 

in fact, the very project of Mulayam Singh 
has bccunie meaningless worth not even 
political support against the BJP 'niis is the 
hard reality of UP which even democratic 
and radical forces arc linding it hard to come 
to terms with. The time has come for a radical 
rupture with the centrism of your and start 
formuiating a revolutionary critique of the 
system. Both in LlPand Bihar (following the 
spate of train dacoiics and rise in rural 
violence) cries of breakdown of law and 
order, the collapse of the system, etc, arc 
replacing the bogey ol'caste war. communal 
tiouhle. etc. which formed so much ol an 
important part of the national discourse on 
these regions m the past. This shift means 
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that in both these areas the Mandal phase 
IS well nigh over ami they are facing a potential 
class struggle which is going to be open, 
bitter and without any quarters given or taken. 
This tact ol UP was admitted covertly by 
Indrajit Gupta who is the most articulate 
spokesperson ol the present system today, 
as regards Bihar it was ;idmitlcd ovcitly by 
the lust Gandhian and Lohiaiie. the lu.sl 
conscience keeper ot centrist politics. Laloo 
Prasad Yadav. In an interview given to The 
Tunes of Indio on the March IK. he said that 
the central problem faced by Bih.ar was a 
"potential class struggle between the 
Naxalites and the BJP. the rural poor and the 
urban rich... 'and I am holding the state 
together’ ”. There could have been no better 
statement of the class position ot the chief 
minister (though he left out. dclibcratelv one 
presumes, the niral rich and the urban poor 
from (he class divide that is threatening to 
lip apart Bihar society) and the admittance 
on (he pan of the greatest spokesperson ol 
backward politics of (he real natuie ol that 
politics and (he lact that its days are clo.se 
to being over. From l•cbruary to March three 
rallies were organised in Bihar and ol the.se 
the lirsi (wo were organised by the BJP and 
I he CPI - M L (Liberation) who from two poles 
of the class sirugic. the third-one was Janata 
Dal's 'maharailla' occupying the middle 
ground. One wonders how the left-liberal 
intellectuals who made such a tetish of Laloo 
being (he harbing\:i ol a .social revolution 
would be reacting to this turn ol events 
I ndecd. one of the weak nesses of (he A I.S A 
has been i(s failure to perceive this shill in 
mood and rhetoric During the present spate 
ol the student movement, ii was unable to 
link Its an(i-VC agitations with Ihc crisis of 
the educational system and ihc iiemendous 
lurbulcncc it is generating It got caught up 
inlhcoldcomradictionsot VC vsthc students 
or (hat ot the Mandal |K*riod without seeing 
dial these arc being ir.inscended even at the 
top level. Because of this ii led liehind in 
the next pliase. which txigan alter the BHU 
incideni and saw sponlaneoiis niovemcnl by 
students against liic police and state 
adinimstialion (leading lo (he death of three 
inoic siiidcnis in police nring). and lost the 
Allahabad University elections. 

(This was wiiilen belure the forinaiioii of iIk’ new 
governincni in UP 1 
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MAHARASHTRA 

Victory By Default 

Prakash Bal 


The Shiv Sena-BJP alliance, which had swept the elections to 
municipal corporations in Maharashtra, has not been able to repeat 
that performance in the elections to the zilla parishads and panchayat 
samitis. However, the results of these elections show that these two 
parties have made political inroads into the countryside. 


CONGRESS is claiming victory after the 
zilla parishad and panchayat samiti elections 
in Maharashtra and at the same time the Shiv 
Sena-BJP ruling alliance is also claiming 
that it has secured a foothold in the rural 
areas of the state. Earlier after routing 
Congress in the municipal corporation 
elections the Sena-B JP al liance was expecting 
a repeat performance in these elections and 
the Congress was waiting for another 
dnibbing. 

Instead the Congress could retain 14 out 
of 29 zilla parishads and the Sena-BJP won 
in three districts. In the remaining zilla 
parishads no party has been able to secure 
a majority. There are 1,762 seats in 29 zilla 
parishads. Out of these, results for 1,758 
seats have been declared and the Congress 
has won 858. Sena candidates were elected 
to 263 seats and BJP could bag 222. Out of 
3,524panchayat .samiti scats, results for 3,512 
were declared. Congress .secured 1,521, Sena 
565 and BJP 488. Congress had won in all 
the zilla parishads in 1992 elections and had 
a majority of panchayat samiti seats. 

A week earlier Congress was humiliated 
in the municipal corporation elections and 
could retain only Pune and Pimpri- 
Chinchwad Corporations. In Mumbai 
Congress lost heavily. It had to be satisfied 
with a meagre 49 seats compared to Sena- 
BJP alliance’s 129. Samajwadi Party 
surprised everyone by winning 21 scats. In 
Thane Sena and BJP had fought the 
corporation elections separately. Out of 91 
seats in the; corporation, Sena candidates 
secured 39 and BJP 11. Now after the results 
the tu o parties have decided to come together 
to capture the posts of mayor, deputy mayor 
and chairman of standing committee. In 
Nagpur also the two parties could not enter 
into an alliance because of differences over 
seat sharing. In spite of this. BJP secured a 
majority by winning 64 out of 129 scats and 
the Sena had to remain content with just two 
seats. In Nnshik, Sholapur, Amaravati and 
Ulhasnagarthc alliance has secured amajority 
with the help of independents. 

The victory of the ruling alliance in seven 
municipal corporations, particularly in 
Mumbai and* Thane, has confounded its 
critics. The critics had predicted a rising tide 


of resentment against Sena-BJP after the 
Ramesh Kini affair and were talking about 
declining influence of Sena. How and why 
did the prediction prove wrong? On the other 
hand, how should we analyse the inability 
of the alliance to repeat its winning streak 
in zilla parishad and panchayat samiti 
elections? Does this inability also mean that 
the Sena and BJP arc mainly urban based 
parties? Or can we look at these results and 
say that the ruling alliance has struck roots 
in the rural areas of Maharashtra also? The 
critics of Sena-BJP must answer these 
questions. 

First of all, it should be straightaway 
conceded that the opponents of Sena-BJP 
failed to consolidate the resentment of the 
people which was starting to crystallise after 
the Ramesh Kini affair. The news that a 
lower middle class family was harassed by 
people close to the Sena youth leader Raj 
Thackeray and later on the head of the family 
was found dead in suspicious circumstances 
in a Punecinema hall had stunned the people. 
The efforts by Sena chief and his aides to 
derail the investigation and pres.suri.se state 
administration by organisingdemonsirations 
in a way confirmed the people's suspicions. 
The vilification campaign launched by Sena 
mouthpiece Samana against Sheiia Kini and 
her supporters was not liked by the people. 
This affair was followed by the verbal clash 
between Sena chief and Anna Hazarc. The 
campaign against two ministers in the Sena- 
BJP government on grounds of corruption 
also drew large, but silent support from the 
people. 

The atmosphere was reminiscent of the 
campaign against Sharad Pawar. But the 
vital di ffcrence was that there was no political 
party to guide this rising lesentment into 
effective political channels. Congress leader 
Chhagan Biiujbal tried to create a political 
stonn over the Kini affair, but he was a lone 
warrior and being a defector from the Sena 
his credential was suspect in the minds of 
the people. Pawar refrained fiom taking up 
this issue and other parties also failed to 
launch an effective political campaign. Their 
emphasis remained on taking recourse to the 
judicial process and atucking the Sena-BJP 
through the media. This political apathy of 


Congress and other parties was glaring in 
comparison with the vigorous agitation 
launched earlier by Sena-BJP against Pawar. 
The Khaimar epi^e was used by Gopinath 
Munde, who was the leader of opposition at 
that time, to take out a ‘Bhrastachar Virodhi 
Yatra' all overthe state. Itdrewlargecrowds. 
This did not happen after the Kini affair. 
Congress could have organised at least district 
level public meetings and fielded prominent 
leaders as speakers. After the Kini affair 
came into limelight the Sena-BJP alliance 
was on the defensive. A powerful campaign 
would have helped to convince the people 
about the misdeeds of the Sena chief s family 
members and the protection provided to them 
by the state government. Other parties also 
did not make any concerted move. They 
remained content with holding press con¬ 
ferences and filing petitions in the high 
court. Since these tactics were not followed 
up with political canvassing they became 
ineffective in the tong run. 

it should have been borne in mind that the 
Sena-BJP could secure a majority in the 
1995 assembly elections because a sizeable 
percentage of voters, which wasdisillusioned 
with Congress and was in a mood to teach 
a lesson to the party, backed the alliance. 
These voters comprised the urban middle 
class and salaried people m the cities and 
towns of the state. This section of society 
was stunned by the Kini affair and was ready 
to distance itself from the Sena-BJP. It was 
necessary to convince them of the importance 
of defeating the Sena-BJP politically and it 
was essential to motivate them to vote in the 
municipal corporation elections to show their 
resentment against Sena-BJP. This required 
a sustained political campaign with 
transparent honesty. This was nut done and 
hence this section of the voters did not go 
to cast their votes. The low percentage of 
voting - about 40 to 45 per cent - in the 
corporation elections is a pointer to this failure 
of Congress and other parties. 

The defeat in the municipal corporation 
elections has not spurred Congressmen to 
introspect and find out the reasons for the 
party's third defeat in two years. Instead the 
leaders are indulging in extreme forms of 
groupism and one-upmanship. A case in 
point is infighting which has now come into 
the open in Mumbai Pradesh Congress 
Committee. After the party's defeat the 
president of Mumbai Pradesh Congress 
Committee, Murli Deura, re.signed and the 
high command appointed a two-member 
committee to oversee the working of the 
Mumbai Pradesh Congress till the 
organisational elections arc completed with 
Sharad Dighe as the convenor of the 
committee and Gurudas Kamat as its member. 
Both arefotmer Congress MPsfrom Mumbai 
and were defeated in the 1996 Lok Sabha 
elections. Dighe is a supporter of Deora and 
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Kamat is from Pawar's camp. The 
composition of the committee was a move 
to checkmate Sharad Pawar. His followers 
in Mumbai Pradesh Congress have been 
clamouring tor Murli Dcora’s removal for 
a long time. They saw their opportunity after 
^/he party's rout in the corporation elections. 
To pre-empt them Deora resigned and took 
re.sponsibility for the party's defeat. 
Thereafter the high command moved swiftly 
and appointed the above mentioned two- 
member committee. When Dighe started 
acting a.s dc facto president of MRCC, it was 
expected that Pawar’s followers would strike 
hack and that happened with an open 
challenge by Gurudas Kamat to Dighe. Kamat 
warned Dighe not loiakeany decision without 
cosultiiig him and warned that he would have 
to approach the high command if Dighe kept 
taking decisions without consulting him. 

In Thane the newly-elected Congress 
corporators arc up m arms against the party’s 
district chicl Subhash Kanade, a Pawar 
follower. Some of them have threatened to 
leave the party and function as a separate 
group in the corporation Kanade is being 
blamed lor the party’s poor performance in 
the elections. It is inic that in Thane Sena’s 
image had taken a drubbing because of 
widespread allegations of bribes in giving 
municipal contracts. There was also a tussle 
between Anand Dighe. the district chief of 
Sena, and Ganesh Naik, guardian minister 
lorThanedisinci. who is from New Mumbai. 
Sena’s Rajya Sabha MP and former civic 
leader Saiish Pradhan was also against Dighe. 
This internal wrangling and the Sena’s poor 
pcriormance in the previous corporation had 
provided an opportiiiiily to the Congress and 
with pro|ter selection of candidates and well 
organised propaganda the party would have 
been able to relegate the Sena to the .second 
position. In fact after the results were declared 
Anand Dighe him.sclf admitted that people’s 
support was beyond their expectations. 
Congress is similarly divided in all other 
districts 

Much is being made of the Samajwadi 
Party winning 21 scats in Mumbai. The party 
is proclaiming itself as the only bulwark 
against Sena-BJP. This is an empty boast. 
The party could succeed only from Muslim 
dominated areas of Mumbai. Samajwadi 
Party is being looked upon as ‘Muslim Party' 
by the common man and unfortunately the 
party’s leaders are also not averse to this type 
of projection. In fact they have rarely tried 
to gamer support from any other section of 
society and have limited themselves to i.s.sues 
which affect the Muslim community. Along 
with this, many leaders and workers of the 
party are involved in criminal activities. Last 
year the treasurer of the party’s Mumbai unit 
was killed in a gang war. Another of its 
leaders is an accused in the 'cobblers scam’. 
There was a shoot-out in one of the offices 


of the party in Mumbai after the results of 
the corporation elections were declared. This 
image of the Samajwadi Party has been 
effectively used by the Sena to inflame 
passions. The typical example being the 
controversy about the newly started express 
train on Konkan railway route. The train 
starts from Kurla. an eastern suburb of 
Mumbai. There has been a persistent demand 
that the train should start from Dadar, but 
the rail way authorities have refused to accede 
to thisdemand. During theelcction campaign 
the Sena chief took up this issue and in one 
of his speeches at Kudal, a small town in 
Konkan region, he thundered that the train 
was for the people of Konkan, not for the 
followers of Mulayam Singh Yadav. 
Thackeray ’ s reference was to the constituency 
in Kurla from which a Samajwadi Party 
candidate was elected during a bye-poll held 
few months back. There are many such 
instances and because of the Muslim image 
of the Samajwadi Party and its unwillingness 
to approach other sections of the society, the 
common man is inclined to believe the 
propaganda of the Sena-BJP against it. 

Yadav is convinced that he and his party 
are a natural choice for any Muslim. How 
politically naive this attitude may prove to 
be has been brought out by voters of 
Behrampada in Mumbai. This locality is in 
Bandra, a wc.stern suburb of Mumbai, it is 
near the Sena chiefs residence and most of 
its inhabitants are Mu-slims. Behrampada 
was ravaged during the communal riots which 
shtKik Mumbai after the destruction of Babri 
ma.sjid. But a Sena candidate was elected 
from Behrampada this time and Muslims 
have voted for him overwhelmingly. 
Youngsters from the community worked for 
the Sena and have argued that if Sena-BJP 
IS going to rule then it is better to have peace 
with them. They also contend that since both 
the parties came to power, there has not been 
any communal clash, they have been able 
to live in peace and Sena is eager to solve 
their problems. Something similar has also 
happened in Nagpur 

Same is the ca.se with various factions of 
the Republican Party of India (RPI). The RPI 
groups have an amoeba-like tendency to 


merge and split continuously. It has now 
become difficult to keep track of h<iw many 
times thc.se groups have come together anil 
then unchecked personal ambitions have 
driven them to split again. The leaders of 
these factions have repeatedly betrayed and 
literally sold the interest of the daliis to the 
highest bidders, sometimes to BJP 
clandestinely and many times to Congress 
in the garb of fighting ‘communal forces’. 
In the name of Mahatma Phulc and Ambedkar 
these leaders gather support from dalits and 
then run their own ficfdoms. 

Congress could not strike a bargain with 
RPI this time and it is being argued that this 
was one of the main reasons for the party’s 
rout. Some of the RPI leaders are alleging 
that one of their colleague, Prakash 
Ambedkar. grandson of Babasaheb 
Ambedkar. has clandestinely struck a deal 
with the ,Scna-BJP and hence was not serious 
about seat-sharing with Congress. Prakash 
Ambedkar’s political whecling-dcaling and 
manoeuvring have been such that one would 
tend to believe such allegations which have 
started Hying thick and fust after municipal 
corpoiation elections, with noted dalit poet 
Namdeo Dhasal resigning Iromthc RPI after 
criticising Prakash Ambedkar. The.sc dalit 
leaders arc not ready to admit that they have 
failed miserably'in attracting other 
disadvantaged sections of .society. Their RPI 
has become a party of dal its and that too only 
of neo-Buddhists. Ddlitsof other castes have 
kept themselves away from RPI. 

Janata Dai, CPI and CPKM) have also 
been reduced to the status of marginali.scd 
panics. In spite ol all these parlies being a 
part of the ruling United Front in Delhi and 
all of them proclaiming their total opposition 
to Sena-BJP ideology, they did very little to 
campaign effectively in the corporation and 
xilla parishad polls. Some leaders of these 
parties came to Mumbai, delivered a few 
speeches and went buck to Delhi. There was 
no attempt to organise a sustained campaign 
to focus on the misdeeds <if the Sena-BJP. 

In such a situation is it any wonder that 
Sena-BJP sailed smoothly, could capture 
.seven out ofninc municipal corporations and 
could make inroads in rural Maharashtra'? 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscriptions to the EPW 
from out.side the country together with the subscription payments .sent to 
supposed subseription agents in India have not been forwarded to us. 

We wish to point out to subscribers and subscription agencies outside 
India that all foreign sub.scriptions. together with the appropriate remittances, 
must be forwarded to us and not to unauthorised third p.irtics in India. 

We take no responsibility whatsoever in respect of subscriptions not 
registered with us. 
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PERSPECTIVES 


Chasing a Monetarist Will-o’-the-Wisp 

EPW Research Foundation 


The finance minister has described his move to replace ad hoc 
treasury bills with ways and means advances as a “bold and radical 
change” which will “strengthen fiscal discipline” and provide 
“greater autonomy to the RBI in the conduct of monetary policy”. 
Will it really - and at what cost to the real economy? 


IN the budget fur 1997-98, the union finance 
minister has made a landmark announcement 
which will have far-reaching implications 
for the operation of monetary policies and 
their interlinkages. The announcement relates 
to. the abolition of the system of ad hoc 
treasury bills carrying a discount rate of 4.60 
per cent since 1974 and its replacement, 
effective from April I, 1997, by a system 
of ways and means advances (WMAs) only 
to accommodate temporary mismatches in 
receipts and payments of the central 
government and not to be used as a source 
of financing budget deficit as hitherto with 
the help of the ad hcK TBs. In fact, the very 
concept of budget deficit, which until now 
reterred to changes in the amount of treasury 
bills net of changes in the government's 
deposit balances with the Reserve Bank of 
India (RBI), has been dispensed with. These 
TBs may have been held by RBI and outside 
the RBI and in any type - ud hiK;, tap and 
auction. Apart from discontinuing the ud hoc 
TBs, the system of tap TBs also issued at 
the same 4.60 percent discount rate to allow 
parking of surplus funds with banks and even 
with state governments, has been dis¬ 
continued. The issue of 91 -day treasury hills 
by the RBI on auction basis will, however, 
continue. 

WMAs vs Ad Hots 

While the government and the RBI will 
have to sign an agreement on the limit of 
WMAs and the rate of interest to be charged, 
the budget has alieady provided for Rs 
1,00,000 crore toward gross turnover under 
this system during the 1997-98 with an 
equivalent amount of redemption during the 
same year; the budget has also shown interest 
outgo on this count at Rs 730 crore during 
the year. 

There are three distinct differences between 
the system of ad hoes and that of WMAs. 
First, while the outstandings of ad hoc TBs 
were allowed to be cumulatively carried 
forward with the implication of automatic 
monetisation of the budget deficit, the use 
of WMAs will have to be periodically vacated 
and redeemed entirely by the end of each 
fiscal year such that they arc not shown as 


a soiirccof financing in the budget. At present, 
the state governments enjoy such WMAs 
from the RBI in the form of normal (clean) 
WMAs and special WMAs (secured against 
central government .securities); each of them 
is granted for 90 days and generally retired 
by the end of each fiscal year except a few 
state.' which carry forward Irom one year to 
the next the WMAs pending their maturity 
of 90 days; in such cases, the budget deficits 
include annual variations in the use of WM As. 
As per the consolidated budget figures of all 
stales together available for 1995-96, there 
was a deficit of Rs 2,650.7 crore. .some por¬ 
tion of which would have included the spill¬ 
over of WMAs used by at least some states. 

Secondly, while no limit was prescribed 
nor observed under the ud hoc TB system, 
the use of WMAs will be against an agreed 
limit. In the case of the slate governments, 
what began as the limit equivalent to the 
minimum cash balance that each state was 
required to hold with the RBI in the first half 
of the I95()s. has been gradually expanded 
to take account of the growing operations 
of state governments. While the total 
minimum balances of all stales together .stand 
at Rs 1.3.3 crore today, their normal WMA 
limits aggregate Rs 2,234.40crore (168 times 
the minimum balances) and special limits 
Rs 851.20 crore (another 64 times) together 
aggregating Rs 3.085.60 crore (232 times). 
Thus, with expansion in states' activities, the 
link between minimum balances and the 
WMAs has been rendered remote as it should 
be. 

If the debit balances in a state's account 
with the RBI exceeds the limit, the concerned 
state government is said to have an 
unauthorised overdraft, which, if it continues 
for 10 continuous working days, will attract 
punitive action by stoppage of payments by 
the RBI. In the new scheme for the 
government of India also drawals in cxce.vs 
of the limit will be permissible only for 10 
con.secuti VC worki ng days; when 75 per cent 
of the agreed WMA is utilised, the RBI 
would trigger iresh flotation of government 
securities. As the change over to the new 
system requires sophisticated cash 
management by the government including 


the Railways, P and Tandotherdcpartmental 
undertakings, a transitional period of two 
years up to March 1999 is envisaged and in 
this period, there may be overdrafts exceeding'^ 
I Oconsecuti ve working days but such excess 
will caify a higher interest rate. 

Finally, the ad hoc (and tap) TBs carried 
a discount rate of 4.60 per cent, whereas the 
rate of interest to be charged on WMAs as 
well as the temporary overdraft will have to 
be mutually agreed between the RBI and the 
government. In the case of the states, normal 
and special WMAs arc charged the Bank rate 
(12 per cent) and overdrafts at 2 per cent 
above the Bank rate. 

Jump in Borrowings 

With the renunciation of the conventional 
budget dcticit as a .source of finance, the 
government has been forced to budget fur 
a substantially higher amount of gross as 
well as nei market borrowings. Net market 
borrowings will go up from Rs 25.498 crore • 
in 1996-97 (RE) to Rs 33,820 crore in 1997- 
98 or by about 33 per cent; earlier net market 
bomiwings fell from Rs 28,537 crore in 
1993-94 to Rs 26.791 crore in 1995-96. The 
argument that the net market borrowing of 
1996-97 should include the budget deficit of 
Rs 6,9(X) (as per the revised estimates) for 
comparison with the budget of 1997-98 is 
not entirely valid. In the first place, such an 
argument misses the import of moving into 
a situation without conventional budget 
deficit. Secondly, the entire part of the budget 
deficit cannot be equated with market 
borrowing. Even on the basis of alternative 
assumptions such as the exclusion of ad hoc 
TBs or auctioned bills and tap TBs held by 
the RBI, there would still be a rise cf about 
Rs 5,000 crore in net market borrowings as 
compared with an absolute decline of 
Rs 1,293 crore in 1996-97 over 1995-96 
(Table 1). 

More significantly, it is the proposed 
massive increase in gross market borrowing 
from Rs 27,911 crore in 1996-97 (RE) to 
Rs 45,328 crore in 1997-98 (BE), that is. by 
as much as 62 per cent, excluding 364-day 
TBs, or from Rs 35,294 crore to Rs 52.554 
crore, that is, by 49 per cent, including such 
TBs. that will have significant implications 
for the level and structure of interest rates for 
the government securities market in particular 
and for commercial borrowings generally. 
The only saving grace in this respect is the 
large provision of Rs 16.()(X)crore as increase 
in net RBI credit to government as again.st 
probably one-half of it in 1996-97. This 
should go a long way in providing the 
necessary cushion whenever there is a 
shortfall in public subscription to government 
securities as well as 91-day TB auctions. 
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Such a high-level of nuirket burrowing at 
Rs S2,S44 crore includes also (he amount of 
Rs 7,831 cture due tor redemption of 364- 
day TBs outstandings as at the end of March 
1997 and their possible replacement by new 
, issues of the same instrument. The Imdget 
takescreditforagross borrowing of Rs 7,226 
crore during 1997-98 under this instrument, 
tinis anticipating a negative borrowing of 
Rs 605 crore. This will have to be entirely 
subscribed for by the market as the RBI does 
not subscribe for 364-day bills. 

In addition, after funding about Rs 35,000 
crore of ad hoc TB.s, there will still be left 
an amount of Rs 12.911 crore of outstanding 
91-day auction and tap TBs which have to 
be recycled entirely with the help of auction 
TBsin 1997-98. The RBI has been auctioning 
this instrument for a notified amount of 
Rs 500 crore per week which will aggregate 
a gross issue of Rs 26,000 crore in 1997-98 
and hence the process of recycling of 
Rs 12,911 crore may appeal easy. Even so, 
it may also impose some pressure on interest 
rates depending upon the emerging money 
market situation. 

Incidentally, the central budget hardly 
enjoys now any financing support from the 
auctions of 3M-day and 91-day treasury 
bills except for recycling and redeeming past 
outstandings at new discount rates. It is a 
moot point if .such indulgence of active 
primary issuesof TBs without any net benefit 
tothe budget except recycling is not inhibiting 
the growth of primary and secondary 
transactions in commercial bills. 

Monetary Target Setting 

With the discontinuance of the practice of 
showing conventional budget deficit in 
budget papers lollowing the eschewing of 
ad hoc and tap TBs, the key indicator of 


deficit will be the borrowing requirement of 
the government or gross fiscal deficit. In 
TBs. as refeired to earlier, auctioning of 91 - 
day bills will continue and they will constitute 
a part of (he gross fiscal deficit. A major 
departure from tte past will be that under 
the new system, the government will 
annoumte in each budget the size of RBI 
support expected so as to pan finance the 
gross fiscal deficit, called the monetised 
deficit. The budget for 1997-98 has provided 
for Rs 16.000 crore as monetised deficit. 

What has been accomplished now both in 
terms of abolishing the very notion of a 
conventional budget deficit and reintroducing 
the concept of monetised deficit as part of 
the budgetary exercise though possible only 
as a memorandum item, has a history 
beginning in the 1980s when the Reserve 
Bank of India slowly turned its back on the 
earlier perception that inflation in India was 
not a monetary phenomenon and that 
significant structural features of the economy 


had an overriding influence on the extent, 
nature and general course of inflation in 
India. This new-found monetary philosophy, 
which gave primacy to money supply as the 
dominant determinant of inflatiim in India, 
was blessed in April 1985 by the 
recommendations of the Committee to 
Review the Working of the Monetary System 
appointed by Manmohan Singh as RBI 
governor, in December 1982, under the 
chairmanship of Sukhamoy Chakravany. In 
a subsequent lecture, the late Chakravarty, 
conceding that statistical analyses such as on 
the relative stability of the demand for money 
functions were hardly conclusive, defended 
the recommendations on a philosophical note 
on ground of the softness of the state in India 
which basically failed to curtail the 
consumption of upper income classes to the 
required extent and to release resources for 
development purposes. Such ageneral macro- 
economic structure, even if class divisions 
within it influenced inflationary process and 


Tabu 2 ; Budget DEFim and Monetised Deficit ; A Comparison of Budgets with them 

Pinal Outcome 


(Kupeet Cntret 


Year 

Buda 
As Per Budget 

et Deficit 

Pinal Outcome 

Monetised Deficit 

As Per Budget Pinal Outcome 

1989-90 

7,337 

10,592 

7,337 

13,813 

1990-91 

7.206 

11,347 

7,206 

14,746 

1991-92 

7,719 

6,855 


5.508 

1992-93 

5,389 

12,312 

5,389 

4.257 

1993-94 

4,314 

I0,%2 

4,314 

260 

1994-95 

6,000 

%l 

» 

2.130 

1995-96 

5,000 

9,807 

* 

19.855 

1996-97 

5,000 

6,900 

• 

8.000 

1997-98 

« 

« 

16,000 



# Wilh ihc discontinuance of ad hoc and tap TBs, the concept of budget deficit is said to have lost 


Its relevance. 


* Discontinued the practice of piescming the monetised deficit figures in budget document; it has 


again been started in 1997-9X 


Tabu I; Market Borrowings of Central Government; Cross and Net 


(Rupre.'i in civref 


Nature of 
Borrowings by 
Cental 


1995-96 Accounts _ 1996-97 Budget 1996-97 Revised _ 1997-98 Budget 

Cl OSS Less Re- Net Bor- Gross Less Re- Net Bor- Gross Less Re- Nel Bor- Gross Leas Re- Net Bor- 

Borrow- payment rowings Borrow- payment rowings Borrow- payment rowings Borrow- payment rowings 


Government 

mgs 


(1-2) 

ings 



(1) 

(2) 

(3) 

(t) 

(2) 

(a) Market loans 

.5,210 

1,510 

3,700 

4,675 

975 

(b) Medium, long-term 





Borrowings 
(c) Short-term 

33,425 

4.046 

29..379 

30.619* 

6,946 

Borrowings 

I.87S 

8.163 

(6,288) 

S 

1.875 

(d) Internal debt-market 





borrowings 

(n+b) 

38.635 

5,556 

33,079 

S 

7,921 

(e) Short, medium. 






long-term 
■borrowings (b4c) 

35.300 

12.209 

23,091 

.30,619 

8,821 

(f) Total borrowings 






(o+bK) 

40,510 

13,719 

26,791 

35.294 

9,796 


(1-2) 

(3) 

mgs 

(1) 

(2) 

(1-2) 

(3) 

ings 

(1) 

(2) 

(1-2) 

(3) 

3,700 

5,(X)0 

976 

4,024 

14,973 

10,90.3** 

4,070 

21,798* 

22.911 

6.946 

15.965 

30,355 

$$ 

30..355 

$ 

7,383 

1,875 

5,508 

7,226 

7.831 

(605) 

$ 

27.911 

7.922 

19,989 

45,328 

10,903 

34,425 

21,798 

30,294 

8,821 

21,473 

37,581 

N.A 

29,750 

25,498 

35,294 

9.797 

25.497 

52,554 

18.734 

.3,3.820 


$ Por budget estimates 1996-97. the sum has been assumed under other medium and long-term borrowings and 364-day TBs. 
S$ Por budget esltmoies l9%-97, the sum has been assumed under other medium and long-term borrowings and market loons. 
Note: These exclude all borrowings through 91-day TBs including ad hoes. 
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were in turn influenced by it, called for 
according un important role to monetary 
policy within an overall framework of 
economic policy to preserve price stability. 

The Chakravarty Committee advocated 
what has come to be known as ‘monetary 
targeting with feedback’ which, though 
couched in many caveats like flexibility, 
range rather than a precise target, feedback 
from the real sector, facilitating the smooth 
functioning of other sectors of the economy 
and inflation hurting the poor the most or 
helping the broader objectives of removing 
poverty and achieving growth with social 
justice and equity, was essentially inspired 
by an analytical framework that postulates 
the stability of tliedemand function for money 
as given and closes the model with a supply 
function based on the money multiplier 
process that relates the increase in nominal 
money supply to an increase in the high- 
powered money, of which an important 
element is central bank credit to government. 
It sought to assign “to the monetary authority 
a major role in promoting price stability, and 
also to accord price stability a dominant 
position in thespcctrum of objectives pursued 
by the monetary authority". In their scheme, 
the objective of growth with social justice 
could be achieved in the context of rea.sonablc 
price stability only when the compulsions of 
demand management arc translated into 
redefining the concept of budget dcUcit by 
a measure that captures the monetary impact 
of fiscal operations, that is. the net RBI credit 
10 government over which limits should be 
set and the agreed limits adhered to. Though 
the committee was generally silent on the 
system of ad hoc I rcasury bi I Is, the suggestion 
to reconstitute the definition of budget deficit 
by nel RBI credit to government and to treat 
the instrument of treasury bills us an effective 
money market instrument and not ns a long¬ 
term source of funds for the government 
obviously meant that it be dispensed with. 
Subsequently, through the public speeches 
of their spokespersons and in their Annual 
Reports the RBI has been currying un a 
crusade against automatic monetisation 
through ad hoc TBs and for replacing it by 
a system of ways and means advances 
(WMAs). 

The RBI has used the Chakravarty 
Committee report to apply the system of 
monetary targeting when the world over the 
instrument was being replaced by a more 
eclectic approach to conducting monetary 
policy with the help of diverse indicators. 
The monetary targeting exercise which began 
in 1989-90 was supported by an indication 
by the government of the likely amount of 
the increase in net RBI credit to government 
along with the figures of budget deficit, but 
interestingly the cxerci.se was done more as 
aritual than with a;iy meaningful seriousness. 
The figures initially given in the budget 


documents for increase in RBI credit to the 
government have always been the same as 
the .sixe of conventional budget deficit and 
yet it satisfied the ideological moorings of 
the RBI. This ritual was continued for five 
years up to 1993-94 but discontinued in the 
budget documents for 1994-95 forthcobvious 
reason that it served no useful purpose; the 
final outcome has had no relationship with 
what was indicated at the time of budgeting 
(Table 2). The RBI has also apparently been 
undertaking the initial monetary targeting 
exerci.se based on such tenuous projections. 
Bui, interestingly, the experience has 
imparted no lesson and the process of 
indicating the possible size of monetised 
deficit has been again resurrected. But. it 
should be admitted that the new arrangement 
may appear more sophisticated, for there is 
no conventional deficit any mure. But, it is 
unlikely that in actual operation, the 
experience can be any the different. 

Under this new arrangement effected in 
the laie.st central budget lor 1997-98, the 
government will announce in each budget 
the si/e of RBI support anticipated to part 
finance the gross fiscal deficit, called the 
monetised deficit. However, as was the 
scenario hitherto as depicted m Table I, the 
ex post si/e of monetised deficit at the clo.se 
of each year will in all probability be dif¬ 
ferent from the RBI support mdicalcd ex ante 
in the budget. Broadly, there arc three motives 
which drive the central bank operations in 
government paper which contnbutc to an 
expansion in net RBI credit to the central 
government; of course more otten than not 
the distinction between these motivations 


get blurred. These are; planned or forced 
support to government’s borrowing 
requirements including borrowing through 
91-day TBs; grooming the market tor new 
government paper issues as part of the debt 
management strategy; and the RBI’s own • 
open market operations constituting an 
important instrument of monetary 
management - all depending upon the 
prevailing market conditions. 

Incri-ased Volatility 

The contention that the eschewing of 
budgetary deficit and its replacement by a 
system of ways and means advances 
(WMAs), followed by aprior announcement 
of the propo.sed size of monetised deficit 
(Rs 16.(X)0 crore for 1997-98), will provide 
the RBI with greater autonomy in formulating 
and implementing monetary policy, is replete 
with many imponderables and if monetary 
and budgetary experience in India and the 
world over under similar circumstances and 
stage of development holds any le.s.son. the 
chances are that the RBI effort may 
tantamount to catching a will-o’-the-wisp. 
Some of the lacts regarding the behaviour 
of budgetary variables, money supply trends 
and inflation rates speak for the extremely 
elusive and deceptive character of this new 
approach. As shown in Table 3, the monetised 
deficit has behaved in such an extremely 
fluctuating manner precisely in the post- 
reform period of fiscal compression - ranging 
from Rs 260 crore (or 0.4 per cent of GFD) 
in 1993-94 to Rs 19,855 crore (or 33 per cent 
ofGFD) in 1995-96- that it would be virtually 
impossible to conceive of a situation where 


Tabll 3: MrAsiiRfcs of DhHnr of thl Cesttral Governmeni 

(Rs i riire) 


Ycai 

Gross Fiscal 

Monetised 

(3) As 

Con- 

Year-End and 


Deficit 

Deficit 

Per Cent 

ventional 

Fortmuhtlv Averaces of 




ot (2) 

Deficit 

Conventional 

Monetised 






Deficit 

.deficit 

(1) 

(2) 

(3) 

(41 

(.5) 

(6) 

(7) 

1980-KI 

8,299 

.3.551 

42.79 

2,477 

997 

- 

1981-82 

8.666 

3,207 

.37.01 

l,4(K) 

4.510 

- 

1982-83 

10,627 

3,.368 

31.69 

1.6.56 

2,624 

-- 

1983-84 

13.0.30 

3,949 

30.31 

1,417 

3.981 

- 

1984-85 

17,416 

6.055 

.34.77 

3,745 

6.508 

- 

1985-86 

21.8.57 

6,190 

28..32 

.5,315 

7,339 

- 

1986-87 

26,342 

7.091 

26.92 

8,261 

7,499 

4,432 

1987-88 

27,044 

6.559 

24.25 

.5,816 

6,790 

5.326 

1988-89 

30,923 

6,503 

21.0.3 

5,642 

8,114 

7,309 

1989-90 

35.6.32 

1.3.813 

38.77 

10,592 

10,947 

10.635 

1990-91 

44.632 

14,746 

33.04 

11,347 

10,818 

10,337 

Decade Average: 






(1981-82/90-91) 23,617 

7,148 

.30.61 

.5.519 

6.913 

3,804 

1991-92 

.36.325 

5,508 

1.5.16 

6,855 

II..508 

10,209 

1992-93 

40,173 

4,257 

1060 

12,312 

11.811 

6.718 

1993-94 

60,257 

260 

0.43 

10,960 

14,163 

10,302 

1994-95 

57,704 

2,1.30 

3.69 

961 

(2.490) 

(5.50) 

1995-96 

60,243 

19.855 

32.96 

9,807 

14,722 

15,572 

1996-97 

63.I3I(KE) 

8.0(X)* 

12.67* 

6,900(RE) 

17,300** 

14,026** 

1997-98 

65.4.54(BE) 

16.0(KKBE) 

24.44 

$ 

$ 



' Estimated; ** For the first two quarters; - means not available; $ Replace by a system WMA. 
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the monetisation of deficit can he reasonably 
anticipated around the budget time. What is 
more, it is found that the figure of year-end 
monetised deficit appears to have no 
relationship whatsoever with the foitnightly 
Average of monetised deficit because of the 
unusually high levels of RBI credit used 
intra-year, that is, in different periods within 
a year. In 1993-94, the year-end .size of 
monetised deficit was Rs 260crore, whereas 
the fortnightly average of the u.se of this 
source by the central government during the 
year was Rs 10,302 crore. The very next two 
years saw diametrically opposite 
performances. While in 1994-95 when the 
liquidity bulge was supported by foreign 
capital inflow and the market absorbed the 
bulk of government borrowings, both the 
year-end monetised deficit (Rs 2.130 crore) 
and fortnightly average (minus Rs SSOcrore) 
were low though divergent and fluctuating. 
In 1995-96the corresponding figures reached 
dizzy heights - Rs 19.855 crore and Rs 
15,572 crore. respectively. The latter 
happened because the government’s 
borrowing requirements were kept high but 
the liquidity in the market had dried up. 
Again, in 1996-97 the first half .saw very 
high levels of conventional budget and 
moneti.scd deficit (ranging from Rs 14.000 
crore to Rs 17,000 crore. see Table 3), only 
to be dropped to equally low levels of Rs 
6.9(X) crore and Rs 8,000crore, respectively, 
in-the second half. 

It is worth reiierati ng that the data presented 
in Table 3 for the pu.st 15 years do not suggest 
any discernible and predictable link (a) 
between the original budget e.stimatcs of 


conventional deficit and its final outcome: 
and (b) between the final outcome of the 
budget deficit and that of the monetised 
dcficit-both compared with year-end figures 
or the fortnightly averages. It may be argued 
that the past experience may not be relevant 
any more as we are moving into a new 
arrangement of a relying on WMAs as a 
restrictive instrument and some pre-declarcd 
size of monetised deficit. Even so, it is 
improper to ignore the very structural and 
sca.sonal features of the economy and neglect 
certain inherent tendencies in fiscal opera¬ 
tions and the bchaviourof monetary variables. 
Thc.se would be compounded by the policy 
of reducing tax rates as part of the reform 
process. The grossly tluctuating nature of the 
numbers of budget and monetised deficits 
after the reforms began as compared with 
the experience of the 1980s, as shown by 
data in Table 3, speaks for the growing 
uncertainty introduced for the real sectors. 
One probable outcome of the system of 
WMAs will be for their average use to be 
close to the average ceiling throughout the 
year and when, around the close of the 
financial year they have to be brought down 
to zero, die same would be replaced by RBI 
credit to government through other 
marketable instruments. One important 
consequence of all of thc.se will be, again, 
to push up the average interest cost for the 
central budget, which may in effect go to 
neutralise the benefits of reduced debt 
liabilities, if any. 

Though the Chakravarty Committee had 
recommended specific norms and ceilings 
on yield rates on government securities and 


treasury bills, they have been completely 
ignored under the new dispensation. The 
committee hud suggested that a 15-year 
security should carry no more than expected 
long-term inllation rate, plus a positive real 
rate of return of 3 per cent per annum. On 
the other hand, by any measure of long-term 
inflation rate, the real rate of return for 
government securities of shorter maturities 
of five to 10 years would have ranged from 
5.75 per cent to 6 per cent during the past 
two years. Such a free-for-all policy on yield 
rates on government .securities has made the 
nominal size of interest burden gallop three¬ 
fold from Rs 21.498 crore in 1990-91 to 
Rs 68,000crorein 1997-98. dcspitcarelativc 
reduction in GFD to GDP ratio from 8.10 
per cent to 4.50 per cent during the period. 

Score R)R Deficit-Spending Ignored 

The new arrangement, including thcswitch 
over from ad hoc to WMAs. has been 
described by the finance minister as “a bold 
and radical change which will strengthen 
fiscal discipline and provide greater 
autonomy to the RBI in the conduct of mone¬ 
tary policy”. The question is whether this 
will happen and at what cost. An essential 
ingredient of the new arrangement is the 
attempt to induce fiscal discipline on the part 
of the government through high interest cost 
and hence reduted borrowing. The 
behavioural premise on the part of the 
government is, however, not ixime out by 
experience. Such a forced discipline, linked 
to a rigid, monetarist stance of inonetary- 
fi.scal linkages, may in the end result in both 
interest burden and borrowings outstripping 


TAi)i.b 4 : Vakiaiiuns in Moniiy .Stuck and Wholesale Prilt. Index 


(Rupees crore) 


Annual 

Variations 
during the Year 
(April-Maich) 

Broad 

Money 

Nel Bank 
Credit to 
Government 

Nel Claims 
on Central 
Government 

Bunk Credit 
10 CoiniiK'rcial 
Seclor 

Net Foreign 
Exchange 
Assets of 
Bunking .Sector 

Banking Sector's 
Nel Non- 
Monelary 
Liabilities 

Nel Non- 
Monclary 
Liabililie.s 
ofKBI 

Inflation Kale 
Percentage 
Increase in WFl 
(Average) 

1980-81 

8,659(18.5) 

.5.845(29.1) 

3..5.5I (19,5) 

.5,645(18.4) 

-613 (-11 5) 

2.245 (22.7) 

802(17.6) 

17.7 

1981-82 

7.068(12.8) 

.5,408(21.9) 

3,120(21.3) 

6,^.50(I8.3) 

-2,086 (-44,7) 

2.969 (27.3) 

1,-375 (29.0) 

9.8 

1982-83 

10.442(16.7) 

4.734(1.5.7) 

4,298 (24.2) 

8,796 (20.5) 

-895 (-34.7) 

2.218(16.0) 

2.39 (-3.9) 

4.9 

198.3-84 

13.031 (17.9) 

5.7.57(16.6) 

3.323(15.1) 

8,8.30(17.-3) 

■104 (-6.2) 

1.489(9.7) 

-460 (-8 3) 

7.5 

1984-85 

16.0.58(18.7) 

8,445 (20.8) 

2,635 (10.4) 

10,809(18.0) 

1.467(89.1) 

4.720 (27,8) 

2,581 (.50.6) 

6.5 

1985-86 

16.381 (16.1) 

9,.572(I9.6) 

10.900 (38.9) 

11.051 (15.6) 

195 (5.9) 

4.600(21.1) 

2,991 (.t8.9) 

4.4 

1986-87 

22,295(18.8) 

12.776(21.8) 

4.5,513(16.9) 

11,294(13.8) 

1,314(37.8) 

3,341 (12 6) 

2,183(20.4) 

5.81 

1987-88 

22.027 (15.7) 

12,811 (18.0) 

7,(M9(I.5..5) 

12,389 tl3..3) 

682(14 2) 

4,043(1.3 6) 

1.019(7.9) 

8.2 

1988-89 

29.425(18.1) 

12.771 (15.2) 

7,310(13.9) 

21.687 (20.5) 

1,146(20.7) 

6.274 (I8..5) 

2.415(17 4) 

7.5 

1989-90 

37,866 (19.6) 

19,630(20.3) 

13,031 (21.7) 

12,672 (21.2) 

69(1 1) 

5.096(13.2) 

1,930(11.8) 

7.4 

1990-91 

34.878(15.1) 

23,042(19.7) 

14,745 (20.5) 

20,065(13,2) 

1,854(27.2) 

10,149(21 9) 

9.486 (54.1) 

10.3 

Decade Average: 
(I98l-82m-9l) 

20,947 (17.0) 

11,495(19.0) 

11.192(19.8) 

12,424(17 2) 

673(11 0) 

4.490(18.2) 

2,422(21.8) 

7.2 

1991-92 

51,653(19.4) 

18.070(12.9) 

.5..508 (6.3) 

16.225 (9.4) 

11.291 (106.7) 

-.5.984 (-10.3) 

393(1.5) 

13.7 

1992-93 

49,776(15.7) 

17.975(11.4) 

4.2.57 (4,6) 

32,142(17.1) 

.3,726(17.6) 

4,187(8.0) 

831 (3.0) 

lO.I 

1993-94 

67,582 (18.4) 

27,680(15.7) 

260 (0.3) 

17,639 (8.0) 

28.183(11.5.3) 

6.086(10.9) 

-2,209 (-7.8) 

8.4 

1994-95 

97,019(22.3) 

18.501 (9.10) 

2.130(2.2) 

54,949(23.1) 

2.3298 (42.8) 

118(0.2) 

3.321 (12.8) 

10.9 

199.5-96 

70,410(13.2) 

34,991 (15.7) 

19,8.55(20.1) 

48,179(16.5) 

-628 (-0.8) 

12,139(19.0) 

2,943(10.0) 

7.7 

1996-97* 

I/)2.660(I7.0) 

- 

16,000(13.2) 

- 

12.000(15.6) 

- 

- 

6.5 

Average for 
the 1990s 

7.3.183(17.7) 

2.3,443(12.9) 

8,002 (7.8) 

3.3,827(14.8) 

13,188 (49.5) 

3,309 (5.6) 

1,056(3.9) 

96 


* Expected 
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the desired levels. In this rc.spect. it is 
extremely illuminating to quote a statement 
which the RBI itself made in its Annual 
Report for 19*>2-93 when it strongly 
advocated the inlriKluciion of WM As in place 
of ad hix; TBs. To quote: “While there is 
ment in the move to inarket-dctcrinincd rales 
of interest on government .securities, the 
adjustment can be successful only if the 
government's borrowing requirement is 
moderated. If the borrowing requirement is 
execs.Mve, undera market determined interest 
rate system, the rate of interest would move 
up to such high levels that the entire 
programme of reform becomes eountcr- 
produclivc as there would emerge a vicious 
spiral of rising interest rates and growing 
fiscal imbalances. It is, therefore, imperative 
that the borrowing requirements are kept 
within reasonable limits.” The economy has 
already fallen into this vicious circle. 

A more .socially-desirable approach, 
considering the imperatives of public 
expenditure fur social and physical in¬ 
frastructure programmes, would have been 
not to completely eschew the conventional 
budget deficit, but rather to apply the same 
principle of limilation of borrowings to 
it at say I per cent of the previous year’s 
GDP or roughly about Rs 12,500 crorc for 
1997-98 and deploy it for exploiting the 
developmental slack in the system. 

Pl.F.A l-OK ECLECTIt’ISM 

Even a crude comparison of the basic 
monetary variables for the period ol the 
1990s, with those tif the 1980s, as shown in 
Table 4, should provide a telling les.son to 
the authorities regarding the general failure 
ol their monetary targeting cserci.se. Tlic 
size of the centre’s monetised deficit was 
growing at an annual rate of nearly 20 per 
cent dunng the whole of the 1980.s, whereas 
the corresponding growth during the 1990s 
so far has wtirked out to less than 8 per cent 
per annum. M ^ growth differences as between 
the 1980s (17 per cent per annum) and the 
1990s so far (17.6 per cent) have been 
fractional but the differences in annua! 
inllation rale has lieen significant (7.2 per 
cent and 9.6 per cent, respectively). 

By its very nature, the above is a crude 
comparison, but it appears fairly certain, 
based on the macro-economic .scene prevalent 
in the country today, that any sophisticated 
cxerci.se based on these numbers cannot dispel 
the gloom that is writ large in (he minds of 
those who use the financial system. There 
is disenchantment all round; commercial 
borrowers arc acutely dissatisfied with a vast 
numbers of unsatisfied borrow ers not just on 
the fringe; even the government and public 
institutions, if they were not under the thumb 
of bureaucrats administering reforms inspired 
by the so-callc J structural adjustment 
programme, would have questioned the basis 


of their cost of borrowings; savers face 
considerable uncertainty, particulaily in the 
context of the unfulfilled pronii,ses from the 
capital market and the puncturing of the 
much-promised diversification of the 
financial system in favour of mutual funds 
and such other para banking institutions; and 
finally, the bank employees, particularly in 
public sector banks, are nursing the absence 
of a sense of direction. All this has happened 
because the sy.stem has been pushed to the 
free market environment without an anchor; 
the sailing has been rudderless. 

An important drawback of the new system 
ol governance relating to the financial sector 
is the notion that central banking 
independence should be essentially related 
to .some preconceived idea about inllation 
control through monetarist instruments and 
that the central bank has no accountability 
if the financial system fails to achieve more 
lundamcntal objectives ol institutional 
spread, saving mobilisation, credit expansion 
and distribution, and narrowing of regional 
disparities; it is enough if the central bank 
concerns itself with mere free market driven 


concepts of capital adequacy, prudential 
norms and the bottomline. 

Instead, it is time the RBI takes a fresh 
look at various iastrumcnis it has deployed 
or it seeks to deploy which have an inherent 
tendency to prevent the banking and financial'; 
system Bom rendering their traditional role. 
Nicholas Kaldor’silluminating words uttered 
in the first Chimaman Deshmukh Memorial 
Lecture organi.sed by the RBI way back in 
January 1984 have been quoted repeatedly, 
but the central banking authority in India has 
no value for them. Even so, they bear 
repetition if only for their succiiiciness and 
relevance even today: "In my view, the proper 
test of competence of a central bank is how 
far it succeeds in cn.suring that the hanking 
system grants sufficient credit at the disposal 
of industry and commerce .so that the true 
economic potential of the economy can be 
reasonably fully exploited without being 
over-exploited. In other words, bank credit 
should expand at the right rate, neither more 
nor less. This is neither ensured nor prevented 
by attempts to control the vagaries ol the_ * 
money supply.” 
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REVIEWS 


Not a Gramsdan Pantomime 

D Bandyopadiiyay 

Development, Devolution and Democracy: Village Discourse in West Bengal 
by G K Licten; Indo-Dulch vStudies on Development Alternatives 18; Sage 
Publications, New Delhi, 1996; pp 252, Rs 250. 


THE term ‘cummuni.st' even today cither 
evokes adulation or priKluces vitriol. .Sidney 
and Beatrice Webb acclaimed the erstwhile 
Soviet Union as a ‘New Civilisation’, while 
Ronald Regan condemned it as an ‘evil 
empire’. To a lesser extent the Left Front 
government (LFG) in West Bengal also 
generates similar contradictory responses. 
Hence, it is a hit dilTicult to make an objective 
appreciation of a rare phenomenon of a Left 
Front dominated by the CPl(M) continuing 
in power for 20 years uninterruptedly 
renewing its popular mandate regularly every 
five years through general elections. 
Literature on this unusual political event 
olten betrays a high degree of subjectivity. 
Those who try to explain the consecutive 
electoral success of the Left F'ront since 1977 
as the pi'oiiuct ot perfection of the ‘art of 
scientific rigging’ know very well the 
hollowness ol their assertion. They do so 
mainly to cover their own miserable failure 
at the polls. On the other hand, the litcratiirc 
al.so contains a lot of sycophantic babble 
which strains the credulity of a neutral 
ob.server. Licten in this book has attempted 
to serve the academia and the interested 
readers by a sympathetic and a fairly objective 
analysis of the correlation of social and 
political forces to explain this unique 
occurrence of a marxist communist-led left 
group of parties being in power in a stale 
for such a long time in a country where forces 
of the right are so dominant not only in other 
states but also at the cn-tre. 

A commendable feature of this hook is the 
survey of current literature on the subject. 
With the detachment of a scholar the author 
has documented in the Introduction the most 
critical and unfriendly as.sessmcnt of the 
LFG’s performance with the appreciative 
ones. The author has profound sympathy for 
LFG and morc.particularly for the CPl(M). 
He is justifiably irked by .some of the 
reproachful remarks of unfriendly critics. 
But instead of ignoring, he confronts them 
head on with his counter arguments. The 
dcbhte has become lively and engrossing. 
The bibliography is thorough and updated. 
It provides a rich source of material for 
scholars and rc.searchcrs who would like to 
pursue the subject further. 


There is. however, one deficiency. I did 
not find any mention of the Statistical Reports 
published by the Board ol Revenue, West 
Bengal, periodically throughout the duration 
of the ‘Operation Barga’ (OB) from the 
middle of 1978 to early 1982. There were 
seven reports. The last one was published 
in 1982undcrthc signature of Benoy Krishna 
Chaudhiiry, the then niinistcrof land reforms. 
It is important because the entire ‘OB' was 
thought of. planned and implemented 
between the middle of 1978 and the first 
quarter of 1982 very largely by the 
bureaucracy under the leadership of the 
chief minister and the land reforms minister. 
The first panchayat under the LFG came into 
being in early 1978. Panchayats coped with 
the devastating floods of September 1978 
iiiagnificcntly. They were still finding Iheii 
feet by the lime the main thrust of OB was 
over. They did play a supportive role 
generally, though veiled opposition lor the 
sake of protecting the interests ol ‘widow’, 
‘invalid’ and ’young’ landowners had to be 
encountered in many places. Since these 
reports were contemporary documents, they 
might have helped the author to get a deeper 
insight into the social and political dynamics 
of OB which had had such a profound impact 
on the class character of subsequent 
panchayats. An analysis of the class charac¬ 
ter of the 1978 panchayat members showed 
that agricultural labourers and share¬ 
croppers constituted less than 5 per cent 
of total members (p 118). Obviously, quite 
a few of the other 95 per cent were not 
mightily amused by the rcgi.stration of 
sharecroppers from whom they exacted undue 
surplus. It was quite natural for them to try 
to subvert the OB to protect their class 
interest. 

The book has nine chapters. The first two 
chapters and the last one deal with major 
issues. I found them highly thought- 
provoking and stimulating. Thcothcr chapters 
contain the results of field surveys conducted 
in three rounds in two blocks, one in the 
district of Barddhaman and the other in the 
district of Medinipur in the coastal area. Two 
gram panchayats in each block and two 
hamlets in each gram panchayats were 
covered in tlie field .study. 


The results ol the sttidy ot such a minuscule 
sample can be valid for the areas covered. 
To draw any general conclusions covering 
the stale would not he correct Though the 
author has not said it in so many words, there 
is ollcn an attempt to justily some of his 
basic posttilates Irom evidence gathered 
through such a limited field survey. For 
example, about Ramnagar region in 
Medinipur (one of the areas covered by the 
survey) the author writes: 

The Panchayats remained a siructure which 
was superimposed on the ongoing social and 
economic structure The liaditional key men 
were replaced by new key men. with new 
names and new party labels but by and large 
also by similar operational methods and 
interests. The panchayats have hence been 
characici ised as ‘The Pictcndei Panchayats’ 
(P 92) 

Docs the author think that panchayats in 
Mcmari block (the oibcr block covered by 
the field survey) came into existence alter 
a revolution thoroughly dismantling and 
overhauling “ongoing social and economic 
slruclurc'.'’’ There was no such event in 
Mcmari. Hence, the mode of production in 
Memari remains much the same as in 
Ramnagar. With that the 'ongoing social and 
economic structure’ continues to be similar 
m both the places. The term ‘Pretender’ has 
a.specific connotation in the political lexicon. 
It signifies an attempt to usurp legal power 
through false claim and illegal means. To 
describe a duly and lawfully elected 
panchayat as a ‘pretender panchayat’ just 
because the party in power there is not to 
one’s liking is. to say the least, unfair. The 
use of the idiom of polemics in a .serious 
book tends to detract Irom its scholastic 
value 

The authoi has dealt with some very 
pertinent issues like the impact of land relorins 
on agricultural production and the .social 
mobi lity of classes; the impact of panchayats 
on gender justice and caste and the like. In 
doing so he has delved into the past and tried 
to iciale historical situations to the present. 
Relating the past to the present and 
representing it as a discrete continuum of 
progress is a hallmark ol the book. In this 
context It would have been desirable if the 
author had analysed the methodology of the 
first phase ot land reforms in West Bengal 
during the two spells of United Front 
government in 1967 and 1969-70 under the 
leadership ot the late Hare Krishna Konar. 
About one million acres of land kept illegally 
by the landed gentry were vested in the state 
entirely by the quasi-judicial process with 
the supportive mobilisational role of peasant 
organisations. This line was consciously 
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abandoned by the LFG leading eventually 
to the politics of consensus and conciliation 
which the author has noticed. The Hrst phase 
of land reform broke the economic power 
of the ‘uppers' leading to the rise of the 
‘middles’. The current ascendancy of the 
‘middies’ in the rural West Bengal owes its 
origin to that event. 

Of the various interesting and important 
issues discussed by the author, I would com¬ 
ment on two - one relating to land reforms 
and agriculture and the other relating to 
consensual politics virtually giving up the 
‘class struggle’ line. 

A number of scholars have commented 
that the surge in agricultural production in 
West Bengal has been the result of 
concentrated application of technological 
inputs, particularly the emphasis on minor 
irrigation. The author quotes John Harnss 
who wrote, "The point that I think does 
emerge is that the successful change which 
is ub.servcd (in the village) cannot be shown 
to have followed at all directly from the 
agrarian reform programme of the Left Front 
government” (p 45). 

The author has contested this point 
.successfully and I endorse fully his line of 


argument and findings. No one denies the 
impact of technology on production and 
productivity. One would also accept the 
positive impact of favourable terms of trade 
for agriculture on total production. But 
biochemical technology, though scale neutral, 
is not resource and motivation neutral. In the 
absence of land reforms the traditional landed 
elements who have access to resources could 
use new technology. In the non-land reform 
areas the spread effect of new technology 
would be limited. Informed rcserchers’ 
opinion is that the relatisc rate of growth of 
foodgrains production is higher in West 
Bengal than in north Bihar and eastern UP 
though all the three areas are experiencing 
accelerated growth. Secondly, vested land 
which has been distributed (though in small 
areas) among the landless and land-poor 
peasantry constitutes about 8 per cent to 9 
per cent of the total arable area of the state. 
Total land under registered sharecroppers 
would be around 18 percent to 22 percent. 
Thus 25 per cent to 30 per cent of the arable 
land which was being cultivated indifferently 
under various exploitative systems prior to 
land reforms, is now being cultivated more 
efficiently and diligently, the impaci of which 


on the total production cannot be 
insignificant. Thinlly, as large segments of 
poverty groups are participating as core 
elements in the production process, the 
diffusion effect is much more marked in 
West Bengal than in north Bihar or eastern ^ 
UP. Fourthly, since public investment in ' 
agriculture has been coming down ail over 
India, the rateof grou ih of private investment 
has also slackened creating an adverse 
ambience for agricultural growth all over. 

In contrast the West Bengal experience is 
slightly different. Because of the first phase 
of land reforms, the panchayats have been 
underthe control of middle peasantry.Middle 
peasants are productive agents and not 
parasitic rentiers. They spend a significant 
portion of the enormous amount of moneys 
that they receive for wage employment 
(earlier NREP/RLEGP, and currently JRY. 
etc) for micro irrigation, water harvesting 
structure, soil conservation, watershed 
management, contour bunding and similar 
activities to enhance the productivity of soil. 
They do so in their own cla.ss interest. As_ 
these expenditures are shown under the head 
of wage employment no disaggregated 
figures of public investment in public works 
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supportive of agriculture is available. Thus 
a combination of favourable factors - (i) 
access to land gained by the poor through 
land reforms, (iil massive transfer of 
resources to the rural sector from the Sixth 
Plan onwards through centrally-sponsored 
poverty alleviation programmes and their 
partial utilisation by panchayats dominated 
by the productive agents for public works 
supportive of agnculture. and (lii) diffusion 
and acceptance by the poorer peasants along 
with others of biochemical technology - 
created a sustainable bratin in agricultural 
production since the mid-1980s. I agree with 
the findings of the author that though poverty 
remains both in relative and absolute terms, 
visible signs of dc.stitution arc disappearing 
from Wc.st Bengal’s rural areas. A major 
achievement of the LFG in West Bengal by 
any standard. 

The author feels uneasy about comments 
of some scholars whom he quotes copiously 
on the issue of dilution or disappearance of 
revolutionary ardour and visible 
abandonment of the 'class struggle’ line, 
particularly by the CPKMj.’TItcauthorquolcs 
Webster who remarked in 1990. ’’further 
consolidation ot political power has 
necessitated a toning down of the 
revolutionary politics. There has been a shilt 
away from 'class struggle’ to institutional 
management. This has avoided the danger 
of alienating the middle peasantry and of 
further alienating a section of rich peasants. 
It is a change that has dcfii.scd tensions in 
agrarian relations and directed activism into 
institutional work” (pp 62-63). The author 
also quotes Kirsten Westergaard who also 
came to same conclusion. 

That the LFG has decided as a matter of 
policy not to rtK'k the boat violently is apparent 
in Its actions and ns inaction. The West 
Bengal Land Kefonns Act was amended 
radically after LFG came to power with the 
objective of getting an additional half a 
million to three quarters of a million acres 
of land. Nothing much has happened there. 
About 1.5 million sharecroppers have been 
registered. There is no thinking about 
conferment of ownership right on them, 
though this was recommended more than 
half a century ago by the Floud Commission 
in 1940. Liirge-scalc alienation of barga and 
patta lands has taken place in north Bengal 
for expansion ot tea plantations. No measure 
seems to have been taken cither to restore 
the illegally alienated lands or to regularise 
the tea plantations. The author has diligently 
prepar^ an excellent glossary of 139 local 
terms which he came acro.ss in his field work. 
I wonder whether he came across the term 
‘mutual’. 'Mutual' is an English word adopted 
in the colloquial language of rural West 
Bengal. In its local nuance it means 


consensual agreement. It is through .such 
'mutuals’ (local lingo) that about 40 to 45 
per cent of registered sharecroppers still 
receive 50 percent of the crop. It is through 
these 'mutuals’ that reverse leasing is taking 
place on a fairly wide scale during the 'rabi' 
and 'boro’ seasons. And all such ‘mutuals’ 
have the sanction of the panchayats and the 
party apart from contracting parties. 
Obviously, radical redistributive land reform 
is not on the agenda of action of LFG at 
present. 

Objective realities have changed radically 
both inside and outside the country since the 
LF came to power in 1977. In consonance 
with such changes i f the LFG and particularly 
thcCPKM) reshape their tactical and stratcgic 
lines, no one can take any objection to it. 
Revolution is obviously not on the cards 
currently. But if one laboured hard to prove 
in Gramscian categories that the revolution 
was still on, one would get into grave 
theoretical problems, making one’s stance 
rather untenable. 

I am afraid the authoi has got into that 
situation. The dominance of the ‘bhadralok' 
in (he parly and the panchayat hierarchy is 
sought to be justified as the 'emancipatory' 
pr(x:css under the leadership of 'organic 
inicllcctual.s' in the Gramscian term. Then 
he goes ontoaGramsciandi.sliiictiun between 
bureaucratic centralisin’ and 'democratic 
centralism’. While the latter is “characterised 
ns a continual adaptation of organisation to 
the real movement, a matching of thrusts 
Iroin below with orders Iroin above, the 
former is characterised as the usurpation and 
pcrpeiuaiion of function independently of 
the representative system and even by stifling 
oppositional force.s” (p 142). 

On these criteria the author finds that 
panchayats in Ramnagar arc practising 
'bureaucratic centralism’, whereas 
panchayats at Meinari represent 'democratic 
centralism’. The reason given by the author 
is worth quoting: 

Practically all the CPI(M) supported council 
members are organisationally involved in 
one or more social activities in addition to 
time bound programmes .such as the aduli 
education programme. Whereas 35 per cent 
were involved in one organisation only 
(mainly krishok sahha or trade union). 31 per 
cent were involved in at least three among 
the following organisations: school 
committee, health centre, rural library, local 
club, mahila sainity, krishok sahha, youth 
federation, co-operative society, sportingelub 
and, quite often the masjid or mandir 
committee (pp 143-44). 

One docs not know whether one should 
take this statement seriously. If one were to 
do so. the Maharajadhiraj of Burdwan. before 
the abolition of the zamindari. would have 
been not only the apostle of the pristine 


feudal mtxicof production but alsouncpitome 
of organic intclicctualism being the putrtin 
or chairperson of countless clubs, societies, 
educational institutions, religious and 
charitable tru.sts. The author fails to appi cciatc 
that persons in power always lend to extend 
their inllucncc through ihcir a.ssociation with 
such entities in civil .society. It is an extension 
of the patron-client relationship. There is 
nothing 'organic’ or ‘revolutionary’ about it. 
And what about mass movements which 
sustain ‘democratic ccniralism"’ In the 
last two decades We.sl Bengal did not 
witness any mass movement. All that it 
experienced were a few ‘baiulhs’ called 
either by the ruling l.cft Front or the 
Congress!I) and which the people here 
enjoyed as holidays under the Negotiable 
Instruments Act. 

The LFG led by CPI(M) should bejudged 
by what it has done and what it could have 
done within the given constraints but has Icit 
undone. In a fair balance sheet its bottomlinc 
will be black. One million ucrcsof agricultural 
land have been distributed among two million 
landless and land-poor households. One and 
a half million shurccroppeis have been 
registered. About hall a million homeless 
households have received hou.se sites. 
Conservatively, about 3.5 million households 
received direct benefits from land reliirm 
measures of the LPG. Assuming 2.5 voles 
per hou.schold, 8.75 million voters would 
feel comfortable under a (TI(M)-lcd L.cft 
Front government One can easily atld another 
million or a million and a half voters who 
also received some benefit or other fiom the 
activities of decentralised panchayais Thus 
over 10 million voters, i e. over one-third 
of the total rural voters would like to vole 
lor CPKM) and the LF in preference to any 
other party or party combination. This is the 
simple urithnietic of the stability ol (^PKM) 
and the Left Front in Wesi Bengal. 

A lairly large segment of the remaining 
(wo-thirds also received indirect benefits from 
the prolonged peace in the rural aretes and 
from (he conliniiing agricultural prosperity 
for over a decade. This is not a mean 
achievement. And (his achievement has made 
CPI(M) and the LF elcciorally almo.st 
unassailable in rural Wc.st Bengal. 

Ill dicchanged and difficult circumstances 
both inside and outside the country, it the 
Left Front and the CPKM) displayed 
attributes of social democracy and sinceiely 
and authentically implemented some social 
democratic policies and programmes for the 
benefit of the poor and the exploited 
underclasses, they would deserve 
commendation and not denigration. One does 
not have to forcibly inject revolutionary 
hormones when revolution is not on the 
cards cither here or cLscwherc. 
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AntonioGramsci was a serious writer who 
believed, that any “Socialist revolution in 
Italy required a national popular perspective 
and an alliance between the working class 
and the peasantry” (A Dictionary of Marxist 
Thought edited by Tom Bottomore et al, p 
193). In a totally difTerent political context 
and socio-economic milieu if the consensual 
and conciliatory politics of panchayats in 
West Bengal were interpreted as a 
revolutionary alliance of different classes 
for the socialist transformation of the state, 
one would be making a grave mistake. One 
should not also trivialise Gramsci by 
describing the peace-loving babus of Memari 
panchayat, joyfully pursuing their own 
avocations in life and trying to climb a notch 
or two on the social ladder through their 
membership of the party, panchayats and 
other bodies in the civil society including 
'masjid' and ‘mandir’ committees, as organic 
intellectuals with revolutionary potential. The 
CPI(M) and the Left Front can .stand on their 
own by their performance. There is no need 
to justify them by posing them as pseudo 
actors in a Gramscian pantomime. 

The notes at the end of each chapter provide 
interesting reading. But as these do not form 
part of the text the author seems to have 
exercised less care and diligence in making 
assertions and expre.ssing opinions some of 
which do not have factual basis. Note No 


3 on page 25 contains a printing error. The 
Ogure ‘1966* is wrong. It shcxild be *1996'. 
Note No 9 on page 26 contains an amusing 
but incorrect reference to me. To put the 
facts correctly, I did nm retire in 1980. In 
fact from the middle of 1978 to theend 1981 
I was in the thick of OB and continued 
merrily thereafter in the government ofindia 
till the end of 1991. There is a difference 
between a sycophant and a friend. I am not 
a sycophant. But I was a friend then and 
continue to be one even now. So all the good 
things did not cease in 1980. Note No 26 
on page 107 contains another mistake of 
fact. Surya Kamo Mishra was never the 
president of Birbhum Zilla Farishad. He 
was the Sabhadhipati of Medinipur Zilla 
Parishad till he became a minister. Perhaps 
a few spots add to the beauty. 

It is an immensely enjoyable book with 
insights into the functioning of panchayats 
at tlw gra.ss roots and the complex and broad 
political processes above which make West 
Bengal such a lively and interesting subject 
of social and political study. It is a serious 
contribution to the current political discourse 
in West Bengal and I commend this book 
to scholars and students who want to study 
and understand the strange phenomenon of 
communists and their allies enjoying 
political power for over two decade.s through 
the electoral process. 


The UTI Story 

V V Bhatt 


Unit Trust of India and Mutual Funds 
Markets, Bombay, 1996. 

IN this book, R S Bhatt, the founder chairman 
of UTI, provides a review of the performance 
of the UTI and eight other mutual funds 
started after 1987 - six by nationalised banks, 
one by L1C and the one by GIC. In addition, 
in the annexes, he presents the main features 
of the UTI Act, SEBI Mutual Fund 
Regulations. Unit Trust and Mutual Fund 
Regulations in the U K and the US. Quite 
fittingly, he has dedicated this book toTTK, 


by R S Bhatt; UTI, Institute of Capital 


who was responsible for setting up UTI and 
the Industrial Development Bank ofindia in 
1964. 

The author provides a fa.<>cinating account 
of the UTI in its early years and the process 
by which it initiated its first Unit Scheme 
1964. He describes the variety of schemes 
(59 in all), dcvi.sed by the UTI to attract 
different groups of in vestors; no mutual fund 
in I he world has such a wide variety of 


CoMPAKA-nvE Pexfoiimance of UTI AND OriffiR PitBur Seodk Mutual Funds. 1994-95 


Name 

Investment 
Funds 
(Rs Crore) 

Number of 
Schemes 

Investors 

(Lakh) 

Inco.Tie 
Distribution/ 
Capital 
(Per Cent) 

Expenditure/ 
Investment 
Funds 
(Per Cint) 

Appr .11 ion 
ol irtfolio 
ilcrCeni) 

UTI 

.49.000 ■ 

.49 

.400 

18 

0.79 

15.65 

SBI 

3..568 

20 

28 

- 

14.68 

44.00 

Canani Bank 

.4.000 

II 

- 

5.42 

3.59 

33.49 

Lie 

1.600 

20 

to 

3.26 

9.54 

18.71 

GIC 

I..400 

10 

7.68 

17.38 

1.85 

27.22 

Indian Bank 

750 

14 

6 

14.4.4 

4.76 

13.22 

Bonk of India 

1.020 

6 

6 

I..40 

I..32 

89.31 


schemes, to suit the diverse preference 
patterns of different groups of individhials. 
The UTI has so far attracted 48 million 
investors, increased its business to a level 
of about $20 billion and induced the 
household sector to invest its savings to the 
tune of 3 per cent of GDP in its various 
schemes. 

This is doubtless a succe.ss story, well 
presented by the author. However, with its 
growth, the UTI's size did become almost 
unmanageable and it does not appear to have 
thought of decentralised operations and 
management until early 1996. Some of its 
investment decisions have attracted public 
criticism and there has been widespread 
dissatisfaction with its customer services. 
The author himself mentions on page 146 
the necessity for a Unit Trust to computerise 
its operations for providing quick and efficient 
service to its customers as well as lor effective 
and efficient decision-making. So far the 
UTI does not seem to have done so. The 
author could have drawn attention to such 
problems that tremendous success itself 
creates. 

The critical review of performance of the 
UTI and other eight public sector mutual 
funds is based on several criteria, which arc 
presented i n a comparative framework in the 
accompanying table: this table is designed 
on the basis of information provided by the 
author in this book. Had he himself designed 
such a format, it would have, at a glance, 
indicated the relative performance of these 
institutions. 

The UTI fares well on two founts; income 
distribution as a percentage of capital is the 
highest at 18 per cent and its expenditure as 
a percentage of investihle funds is the lots e.st 
at 0.79. The Bank of India fund has the 
lowest income distribution to capital ratio 
(1.30 percent) hut has the highest appreciation 
of portfolio. The SBI fund has the highest 
expenditure to investibic funds ratio at 14 68 
per cent. 

Few founder chairmen of institutions 
reflect on retirement on the teething problems 
of the new institutions in their initial years 
and how they were overcome. R S Bhatt is 
an exception; even in his late KOs. he has 
found time and energy to reflect on his 
experience at the UTI during its early years. 


Subscription Numbers 

Subscribers are requested to note 
their Subscription Numbers 
mentioned on the wrappers and 
quote these numbers when' 
corresponding with thccirculation 
department. 
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Karnataka’s Power Sector 

Some Revelations 

Amulya K N Reddy 
Gladys D Sumithra 

Karnataka's power sector uses the irrigation pump sets (IPS) package to hide many of its technical and commercial 
shortcomings, in particular its transmission and distribution losses. It can also allege 'shortages' and even ‘crises' 
which are fertile ground for malpractices in the provision of connections, connected load and (legal and illegal) 
electricity consumption. They also 'justify' the invitations to private power with all the associated benefits, 
particularly in the case of foreign private power. 

This paper analyses Karnataka’s power sector - the present situation and trends of electricity demand and 
supply, the Karnataka Electricity’ Board's financial problems, the important policy ahd technical milestones in 
the development of Karnataka's power sector and the winners and losers from the pattern of development of this 
sector - and charts the way forward. What is required, the authors argue, are not only realistic and small measures 
on the institutional, demand and supply sides for the immediate and near-term, hut also a vision of a sustainable 


future. 

THEaoalystsofthc Karnataka's power sector 
by the International Energy Initiative has 
resulted in the revelations presented in this 
paper. 

Sections II and ill describe the I994-9S 
situation and past trends of electricity 
utilisation (demand) and generation (supply) 
in Karnataka. Even though as much as 58 
per cent of the 1994-95 consumption was 
unmetered, only the total quantity of this 
unmetered consumption was known: the 
individual constituents - particularly, 
irrigation pump sets (IPS), Transmission and 
Distribution (T and D) lo es - have to be 
guessed every year by the Karnataka 
Electricity Board(KEB). It appears, however, 
that KEB overestimates IPS consumption as 
a result of which the T and D losses are much 
higher than those reported by KEB. The IPS 
consumption in 1994-95 must have accounted 
for only 26 per cent of Karnataka's 
availability, and the and D losses, as much 
as about 30 per cent, compared to KEB's 
value of 37.3 per cent for IPS and 18.6 per 
centforT andO. iftheupper limit of technical 
T and D losses is 20 per cent, then the 
balance, which is up to 10 per cent of 
Karnataka's electricity, is commercial loss 
(theft). 

Section IV describes electricity supply- 
demand matching in Karnataka. In 
comparison with the total available firm 
capacity of 3,172 MW, the observed peak 
demand was 3.155 MW. Similarly, the rirm 
-net energy available in 1994-95 of 20,124 
million units (MUs), was more than the tnie 
energy requirement of 19,542 GWh in that 
year. Thus, in 1994-95, when there were no 
power and energy cuts on any consumer, and 
no scheduled load shedding, there was neither 


a ‘power crisis' nor an ‘energy crisis' in the 
.state. This is confirmed by the fact that the 
operational hours of the hydro stations in 
1994-95 showed 6.2 per cent idle hours - 
the hydro stations were turned off when 
available capacity exceeded demand. 

Up to 1985. Karnataka only had hydro 
stations, but the first units of the Raichur 
coal-bascd thermal station came on stream 
in 1985. and diesel-based generation started 
in 1993. However, there appears to be no 
clearly and transparently formulated, and 
preferably computerised, strategy for 
deploying the hydro-thermal-diesel gene¬ 
ration mix. Such a strategy should reckon 
with Karnataka's hydroelectricity being a 
renewable resource only on a year-to-year 
basis; within any particular year, it is a non- 
rencwabledepletablercsourcc-this requires 
that a water cost be imputed to the water 
stored in the reservoir. 

Section V is devoted to an analysis of 
KEB's financial problems. Because of the 
differential pricing, high-tension (HT). 
commercial, low-tension (LT) and All- 
Electric Homes (AEH) connections (in that 
order) provide cro.ss-su|)sidy to IPS (about 
Rs6,9()0 subsidy pc: IPS). Non-AEH homes 
receive a trivial subsidy. 

Contrary to popular belief, subsidies are 
not the main cause of KEB's financial 
problems because the losses on account of 
IPS are more than compensated by surpluses 
from the HT, commercial and LT consumers. 
But, the surplus could not offset the T and 
D losses; hence, the deficit in KEB’s balance 
sheet. Some reductions in technical losses 
arc possible with system improvements such 
as straightening lines, reducing low-voltage 
distribution, etc, but, the real opportunities 


lie in reducing commercial T and D losses 
(pilferage, etc). 

Section VI sketches how it all happened 
bused upon an identification of the important 
policy and technical milestones in the 
development of Karnataka's power sector. 
Tlic most important policy decisions include 
(1) the de-metering of IPS, (2) the tariff 
revision pr(x:c.s.s starting in 1981 giving 
electricity to IPS on u HP basis and ending 
in 1990 with virtually ‘free’ electricity, and 
(3) capping of supplies to power-intensive 
HT users and shifting the emphasis of KEB 
to the energisation of IPS. The basic technical 
milestones in the supply system involve 
changes in the sources of supply - starting 
with a purely hydro sysicm. and inirnducing 
thermal in 1985. and then diesel in 1993 - 
with KEB's average cost entering a higher 
regime with each new type of source. One 
can foresee what will happen when 
independent power producers (such as 
Cogentrix) enter the picture with still higher 
costs. And when independent private power 
is rewarded in proportion to the PLF above 
a certain minimum PLF, the cheaper base¬ 
load thermal plants of Raichur may have to 
he backed down, and the still cheaper peaking 
hydro plants may have to be idled, to provide 
profits for the expensive counter-guaranteed 
independent power plants. 

Section VII lists the winners and the losers 
from the pattern of development of this sector. 
The list of winners begins with the farmers 
owning IPS and the politicians and political 
parties championing (knowingly or 
unkmiwingly) the intere.sts of these farmers 
- the farmer-politician nexus in the matter 
of electricity. Some sections of KEB soon 
found that grid connections for IPS could 
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Figure I: Power SEcroR Growth 
(Karnaiaka) 
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become a lucrative personal proposition. The 
manufacturers and suppliers of captive 
generation sets, uninterruptible power 
supplies, back-up supplies, voltage stabi¬ 
lisers. etc. have thrived on the shortcoming 
of the power sector. 

Karnataka’s power .sector uses the IPS 
package to hide many of its technical and 
commercial shortcomings, in particular its 
commercial T and D losses. It can also allege 
'shortages' and even 'cri.ses' which are fertile 
ground for malpractices in the provisions of 
connections, connected load and (legal and 
illegal) electricity consumption. They also 
’justify’ the invitations to private power with 
all the asscKiated beneHts, particularly in the 
case of foreign private power. 

The direct lo.sers are primarily the HT, LT 
and commercial consumers who cross- 
subsidise the ‘free riders’ and/or suffer 
because their demand cannot be met. The 
category of non-AEH households, receive a 
very small amount of cross-subsidy, and the 
unelecttincd households that could belong 
to these categories are indirect losers. It was 
estimated in 1990 that roughly half the 
population of the .state did not benefit directly 
from electricity. Thus, the power sector has 
been expanded in the name of the poor, but 


the pattern of its development bypasses the 
poor. Obviously, these unelectrified house¬ 
holds lack a political lobby and leaders to 
press for electrification of their homes. 

Finally, Section VIII attempts an indication 
of the way forward. Institutional, demand- 
side and supply-side measures have to be 
implemented. 

The institutional mea.surcs fall into four 
categories: (I) reduction of KEB outflows 
through the reduction of (a) IPS subsidies, 
(b) KEB’s debts, (c) commercial T and D 
I0.SSCS (theft) and (d) arrears; (2) increase of 
inflows to KEB through (a) grants from 
government to reimburse IPS subsidies. 

(b) an increase of wheeling revenues; and 

(c) season-of-year pricing so that the 
electricity price is higher in high-demand 
pre-monsoon months and lower in the post¬ 
monsoon mon;:is; (3) improvement of the 
database re: (a) the census of IPS in open 
wells, borcwellsand canal beds, (b) the annual 
con.sumption of IPS in open wells, borewells 
and canal beds by metering transformers 
serving IPS clusters, (c) the technical 
component of T and D lo.sses; and (4) load 
management methodology with regard to (a) 
the rationale for, and the extent of, load 
shedding, and (b) load dispatch from the 


Figure 2: 1994-95 Metered Sales (MUs) 
Total = 8,272 MUs 
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hydro-thermal-diesel generation mix. 

The various measures listed above involve 
.some of the elemcnLs being urged today such 
as (I) an independent autonomous regulatory 
agency, (2) tariff revision so that the net 
revenues are positive, (3) corporatisation .so 
that KEB runs on commercial lines rather 
than as a departtnent of government, and 
(4) involvement of independent private 
power generation. But, they do not appear 
to require the whole.sale restructuring package 
being forced by the World Bank as a sine 
quo non of electricity board revival, in 
particular, removal of all subsidies to users 
and privatisation of transmission and 
distribution does not .appear to be essential. 
And, leaving utilities to the market without 
imposing on them the obligation to serve the 
community will deprive the poor of the 
privilege of electrieity. 

The demand-side measures include 

(1) time-of-day metering, (2) compact 
tluorcscent lamps, (3) solar water heaters, 
(4) efficient IPS, and (5) efficient motors. 

The supply-side measures include 

(1) cnvironmcntnlly-sound hydel projects, 

(2) reduction of technical T and D losses, 

(3) hamc.ssing the captive generation that 
has already been installed in the state, 

(4) cogeneration of surplus power from sugar 
factories and other industries, (5) Rural 
Energy and Water Supply Utilities 
(REWSUs). (6) small hydel. (7) wind and 
perhaps, (8) photovoltaics. 

From a long-term point of view, the real 
solution to the problems of the power .sector 
lies in a shift to the new energy paradigm 
the es.sence of which is an emphasis on 
energy services (rather than energy 
consumption) and the pursuit of Integrated 
Resource Planning. 

What is required therefore i.s, not only 
realistic and small measures on the 
institutional, demand and supply sides for 
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the immediate and near-term, but also a 
vision of a sustainable future. 

I 

Structure of Paper 

The Asian Regional Initiative of the 
International Energy Initiative has been 
studying Karnataka’s power sector with the 
spirit that its Information.Traming. Analysis. 
Advocacy and Action (INTAAACT) 
activities must begin at home in Bangalore. 
A very detailed data-gathering exercise, 
initiated in July 1095, was followed by critical 
analysisof the data. This analysis has resulted 
in a number of revelations, many of which 
arc contrary to iwpular beliefs, however well 
known they may be to ‘insiders'. It is these 
revelations that are being presented in this 
paper. 


II 

Electricity Utilisation 


2.1 Categories of Electricity Users: 
Karnataka's electricity is utilised by several 
categories of consumers; high-tension (HT) 
industry, low-tension (LT) industry, 
commercial establishments. All-Electric 
Homes (AEH),' domestic lights and fans for 
non-AEH homes,^ irrigation pumpsets (IPS), 
Bhagya Jyoti jiomes,^ public lighting and 
water supply. 

2.2 Connections, Connected Load and 
Consumption: In 1994-95, there were 7.42 
million connections, the connected load was 
I0,40K MW. and the energy utilised was 
15.907 million units (MUs).^ The number 
of connections, the connected load and the 
energy consumption have grown at roughly 
10 per cent per year (compound) since 1960- 
61 (Figure I). 

2.S Categorywise Metered Consumption: In 
the ca.se of HT, LT, Commercial, AEH and 
domestic lights and fans (Non-AEH) 
connections and IPS (up to 1980-81), the 
consumption of electrical energy has been 
metered and revenue realised. The 1994-95 
metered consumption of 8.272 MUs. which 
is only 42 per cent of the total availability 
of 19.542 MUs, consists of the following: 
4.405 MUs HT. 1.296 MUs AEH, 1,026 


MUs domestic lights and fans, 1,080 MUs 
LT (including water supply and temporary 
supplies), 387 MUscommercial and 77 MUs 
rural co-operatives (Figure 2). The growth 
of con.sumption in the state is shown in 
Figures 3a and 3b. 

2.4CutegorywiseNon-MeteredConsiunptum: 
IPS wcrcdc-meteredin 1980-81 -asaresult, 
the consumption by this category of 
consumers has not been measured since then. 
The other categories of consumption that get 
non-meteted electricity are Bhagya Jyoti. 
Public Lighting and KEB Master Unit Sub¬ 
station (MUSS) connections. 
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Figure 4- Metered and Unmetered Usa<®; 1994-95 



Availability Mcicrcd Sales Unmetered 


Figure 5a: Unmeti^ked Consumition (KEB) 
1994-95 Toial= 11,271 MUs 



rrm ip sets Hi T and D 


I I Bhagya Jyoii HB Pub Light 

KEB is responsible lor the transmission 
and distribution (T and D) of the electricity 
available which is the sum of KEB's own 
generation (to the extent of about 6 percent), 
the amount purchased from Karnataka Power 
Corporation (KPCL) and the amount 
imported (from the centre and other stateit). 
But, KEB is also a consumer of electricity, 
in a minor way through its employees who 
get freeelcctricity. and in a major way through 
its T and D lines. 

The difference between the total 
availability (the energy purchased from KPC 
plus KEB's own net generation plus the 
imports) and the total energy meicred and 
sold is the total non-metered energy which 
is tltc sum of the consumption by IPS, T and 
D. Bhagya Jyoti, Public Lighting, etc 
(Figure 4). It is only ‘his total non-metered 


Figure 5b; Unmi.terid CoNsiiMrnoN (lEI) 
1994-95 Total = 11,271 MlJ-s 



energy, which was 11,271 MUs or 58 per 
cent of the available energy in l‘)94-95, that 
is known. It is not |K)s.sible to extract from 
this total energy its individual components. 
Every ycai. these components - the 
consumption by IPS, T and D, Bhagya Jyoti, 
Public Lighting, etc - have to be guessed or 
‘alltKatcd'. 

In 1994-95, KEB allocated the total non- 
metered encigy of 11,271 MUs in the 
following way; 7,298 MUs IPS (37.3 per 
cent of electricity available), 3,635 MUs T 
and D (18.6 percent). 180 MUs Bhagya Jyoti 
(0.9 per cent) and 157 MUs Public Lighting 
(0.8 per cent) (Figure 5a). 

The consumption by IPS is the product of 
the number of IPS and the annual 
consumption per IPS. The KEB a.s$essmeni 
of the total number of IPS has been validated 


by a recent KEB-IEI independent survey, 
lire survey has also yielded information on 
the sources from which the IPS draw water 
- in 1994-95, only about 31 per cent of 
Karnataka's total of 9.60,165 IPS were in 
borewel Is as agai nst 64 per cent i n open wells 
and 5 per cent in river beds. If instead one 
considers the additional open and bore wells 
installed between 1991 and 1996. the 
distribution turns out to be 33 per cent open 
wells and 67 per cent borcwells, i c, there 
is growing trend towards borewells. 

There are problems, however, with the 
KEB value of the annual consumption per 
IPS.* The two-and-a-half year lEI study of 
a small sample of 21 IPS to which meters 
were fixed showed that the consumption of 
IPS attached to borcwells is about 12.000 
kWh/year/IPS. This is in contrast to the 
observed consumption of IPS in open wells 
and in river beds where the consumption 
figures are about 2,000 kWh/ycar/IPS and 
about 5,000 kWh/year/IPS. respectively. 
With these consumption norms and the 
observed fractions of the three categories 
of IPS, It turns out that the weighted 
average consumption is about 5.250 kWh/ 
year/IPS. 

Interestingly, this wcightal average annual 
consumption of 5.250 kWh/IPS is close to 
the values of5.100,5,749 and 5,702 obtained 
in a recent Andhra Pradesh study* by three 
methods of estimation - (a) making a 
computation from the cropping pattern and 
cropwise water requirements, (b) from a 
.sample of metered data on IPS consumption, 
and (c) multiplying the average HP of the 
entire population ol IPS by usage hours. 

On the basis of the weighted average 
consumption of 5,250 kWh/year/IPS, it 
follows that the total annual IPS consumption 
in 1994-95 must have been only about 5,040 
MUs (again.st KEB'salliKatcd figureof7,298 
MUs)’ and accounted for only 26 per cent 
of Karnataka's availability (compared to 
KEB’s allocation of 37.3 per cent). 

Since this conclusion depends crucially on 
the reliability of the estimate of the weighted 
average annual consumption, it is extremely 
important and urgent that KEB (and all other 
SEBs in states where IPS have been de- 
metcred) publishes its unpublished studies 
so that they can be subject to independent 
technical scrutiny.* Alternatively, they could 
sponsor independent bodies to carry out 
studies and/or make measurements and 
surveys of the consumption norms, and then 
publish the.se studies fur peer review; the 
data on the annual consumption of IPS is too 
critical a number to be taken on trust. 

The overcstimation of IPS consumption 
by KEB means that the T and D losses must 
have been much higher than those reponed 
by KEB. The T and D losses must have been 
as much as 5.946 MUs or about 30 per cent 
of Karnataka's availability compared to 
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KEB's value of 3,635 MUs or 18.6 per cent. 
Unfortunately, the technical losses have not 
been measured or derived from the T and 
D systems diagram by standard electrical 
engineering computations. Instead, all theT 
and D losses (including the technical losses) 
are being obtained as a residue. That KEB's 
assignment of T and D losses is suspect 
follows from the fact that, from 1984 to 


1994, its reported T and D losses are 
decreasing even though the ratio of LT loads 
is increasing even though electrical engineers 
know that, in the absence of major system 
improvcments,T and D losses should inciease 
with an increase in the share of LT loads. 

In T and 0 lines, there are largely (but not 
wholly) unavoidable technical losses 
(because of the periodic building up and 


collapsing of electromagnetic fields and 
because of resistive heating up of the wires) 
and avoidable commercial losses, which is 
the euphemism for theft. International 
comparisons of technical T and D losses are 
misleading because of the lengths of LT lines 
which account for the bulk of the los.scs. but 
the T and D losses are as low u.s ') per cent 
in South Korea. It should be po.ssiblc to 
measure technical T and D losses in 
Karnataka; it should also be possible to 
compute them from the systems diagram of 
Karnataka's T and D system. In the absence 
of either measurements or computations, it < 
will betaken that the technical T and D losses 
cannot be more than about 20 per cent. 

Taking the upper limit of 20 per cent 
technical losses, it means that the balance. 

I e. up to 10 percent of Karnataka's electricity, 
is commercial loss (theft). The .strong 
evidence for theft is that, if it is assumed that 
there is no theft at all, or negligible theft, 
then the values for IPS consumption and/or 
the technical T and D losses become 
unreasonably high. The suspicion of theft is, 
therefore, arrived at by a process of 
elimination, i e, if other unmetered usage is 
proved to be lower than reported, there must 
have been some thett. 

Thus, a more realistic 1994-95 allocation 
for the unmetered component of the 
consumption u as follows: 5,()4() MUs IPS, 
5,946 MUs T and D (3.900 MUs technical 
T and D and about 2,050 MUs commercial 
T and D or theft), IKO MUs Bhagya Jyoti, 
157 MUs Public Lighting (Figure Sb). 

2.5 IjMtl Curve: An important feature of 
the consumption of electricity in a power 
system is that the utilisation of energy and 
the demand for power is not uniform either 
during a day or during a year. The changing 
nature of demand is reprc.scnted by a load 
curve. The daily load curves (Figure 6) show 
two peaks - a morning peak and an evening 
peak.'* 

The serious situation is .that KEB has not 
disaggregated its daily load curve into the 
constituent load curves of the electrical 
devices (motors, water heaters, lights, etc) 
responsible for the load. In this matter, KEB 
would do well to emulate the electricity 
utility in a country like Thailand where, in 
the past few years, the daily load curve has 
oecn di.saggrcgated by device (Figure 7). 
Thus, KEB, with an expenditure of 
approximately Rs 2,000 crore/year, does not 
know what makes up its demand. However, 
some studies by academic researchers suggest 
that the evening peak is due to lighting and 
its morning peak due to water heating and 
the morning shift of factories. 

The daily load curves for March and 
October (Figure 6) show that the March 
curve is higher than the October curves. This 
difference is also present in the annual load 
curve which, after requisite smoothening. 
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shows one peak in March and an October 
trough. In this case too, the underlying basis 
has not been established by KEB, but there 
is a suspicion that the annual load curve 
matches, toalargeextent. the annual variation 
in energy consumption by IPS. Thus, by 


installing meters in an experimental study 
of small sample of farmers and recording the 
monthly energy consumption, the 
International Energy Initiative has obtained 
indications that the annual load curve of an 
IPS is as shown in Figure 8. 


J./ Capacity - Installed: The installed 
capacity of Karnataka state was 3485 MW 
in 1994-95 having grown in Ihe manner 
shown in Figure 9. 

The mix of the .statc’scapacity has changed 
overthe years, it wascompletcly hydro before 
1985. In that year, the first units of the 
Raichur coal-based thermal station came on 
stream giving Karnataka a hydro-thermal 
mix with a 83:17 ratio. Since 1993-94, die.sel- 
based generation has come into the picture 
resulting in a hydro-thcrmal-diesel mix 
(77:19:4). In the current mix, there are 17 
hydro stations, one coal-based thermal station 
(the Raichur Thermal Power Station) and 
one dicsel-ba.sed generating station. 

3.2 Non-firm Capacity, Outages and 
Maintenance and Available Capacity: All 
the installed capacity is not, however, 
available for utilisation. In the first place, 
some of the hydro stations are also meant 
for irrigation which means that part of the 
water stored in their reservoir.: is not available 
for electricity generation - it is non-tlrm 
capacity. On the basis of the actual design 
of the hydro stations, 8.72 percent is the non- 
firm I 0 .S.S. It is also necessary to have a 
.spinning reserve of 5.47 per cent to allow 
for unforeseen outages, and a inaintcnance 
protection of 11.47 per cent. Only the 
remaining 74.34 per cent can be considered 
as the available capacity. Thus, Karnataka’s 
1994-95 3,485 MW installed capacity 
decreases to 3,181 MW firm installed 
capacity. 3,007 MW outage-protected 
capacity and a 2,662 maintenance-protected 
or firm/availabic capacity. 

3.3 Cafttive Generation: It is customary to 
restrict the discussion of installed (and 
available) capacity to the generation that 
feeds into the grid. There is, however, another 
generation resource that is unfortunately not 
hames.sed by the state’s electrical .sy.stem - 
captive generation sets. The total installed 
capacity of captive generation sets was about 
I ,i(X) MW in 1994-95. i e, over 32 per cent 
of cenlrali.sed installed capacity. 

The following are some important features 
of this captive generation: (I) 48 per cent 
of Ihe captive generation consisted of units 
of500kV A and above; (2) cement, fcrtiti.ser, 
sugar, paper, texti les and chemicals accou nted 
for 91 per cent of the total energy generated 
by captive generation. Despite the heavy 
investment that has been made in these captive 
plants, the plant load factor for their use is 
only 27 per cent, which means that they 
remain idle for as much as 73 per cent of the 
time. If they are connected to the grid or to 
selected lo^s. then a large fraction of their 
capacity can become available to the state. 

3.4 Genemtion Performance - MU/MW and 
PLF: An indicator of the functioning of the 
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Figi'RE 10: Load-Duration Curve 
(Karnataka: April 1993 to March 1994) 



Figure 11: Variation in Daily Rainfall 
(Average for (he period 1961-1984) 



generating stations is the energy generated 
fruin the installed capacity, i c, the MU/MW. 
The MU/MW in 1994-95 was 4.82. In 
addition, one can look at the plant load factor 
(PLF), i e, the hours of utilisation of the 
generating station(s) as a percentage of the 
8,760 hours in a year. The H.,F in 1994-95 
was 55 per cent. 

The time-series data on the MU/MW and 
the PLPin Karnataka is interesting-itappears 
tliat the average MU/MW was about 4.7 in 
the 1960s and 1970s. but it dropped after 
1980 fj 3.9. And the PLF which was over 


60 per cent before the 1980s reduced to 30- 
50 per cent after 1980. 

£>espite these facts, it is important to avoid 
jumping to the conclusion that the generation 
performance has deteriorated in the 1980s 
and 1990s compared to the ‘good old days' 
of the 1960s and 1970s. TTic point is that, 
in an electrical generation-transmission- 
distribution-utilisation system (without 
facilities for storing electricity in pumped 
storage or other storing schemes), supply has 
to be adjusted to demand. In fact, gcncratton 
may have to be reduced to match demand. 


So, supply must not he as.scsscd in isolation 
of the context of demand, and judgment on 
generation performance must await discus¬ 
sion of supply-demand matching. 

3.5 Quality of Supply lUuervupUons. Low 
Voliafte and Low Frequency): In the 
industrialised countries, there arc severe 
llnancial penalties imposed on the utility for 
dcticicncies in the quality of eicctiicity 
supply. Rut, in Karnataka (and inother Indian 
stales), there are several defictem-ies - 
interruptions (scheduled and unscheduled) 
in supply, under-voltage below the speciUcd 
220 volts, and drop in frequency below the 
specified 50 cycics/sccond. 

Every one of these deficiencies in supply 
has negative impacts on the consumer. 
Intel ruptions play havoc with devices like 
boilers, furnaces and computers thiil must be 
operated continuously, or shut down in an 
orderly manner, for effective functioning. 
Under-voltages mean that devices involving 
resistive components operate below design 
efilcicncics or even fail to function. Tlie 
inability of lluoresccnt tubelight to light up 
when the voltage falls below about 170 volts 
IS well known; and farmers suffer consi¬ 
derably from the burning out of IPS motors 
because of low voltage supply. What is not 
.so well known is the drop in efticiency of 
motors when the trcquency of supply drops 
below the specified 50 cycles/second. 

3.6 Con.Mimer ILxpenditure to Compensate 
for Poor Quality Electrical Supply: 
Consumers respond to prxir quality electrical 
supply with various strategics many of which 
involve investments on their part that would 
he avoided in a sy.stem with reliable supply. 
To protect themselves against interrup¬ 
tions in supply, consumers install captive 
generation sets, uninterruptible power 
supplies (UPS) and back-up supplies. A very 
high proportion of gadgets .such as refrige¬ 
rators, TVs, VCRs, computers, etc, have to 
be opcraicd with voltage .stabilisers. All this 
protcction/auxiliary equipment represents 
unnecessary expenditure incurred because 
of the failure of the KEB to maintain quality 
supplies. The social cost of this expenditure 
lias yet to be conipuicd. but it is obviously 
very large. 

IV 

Supply-Demand Matching 

4. / Installed Capacity. Connected Load and 
Peak Demand: Time scries data on the 
growth of the Karnataka power sector shows 
that the connected loud is about 2.5 times 
the installed capacity, and the peak demand 
is about one-third the connected load, with 
the peak demand being about 75 per cent of 
the installed capacity. 

4.2 Energy Consumption vs True Energy 
Requirement: The actual energy consumed 
or utilised (in MUs or million kWh or GWh) 
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recorded by the KEB in energy meters is not 
a measure of the true requirement for the 
following reasons: (1) unmetered 
consumption, (2) energy cuts, (3) non- 
electricity induced reduction in consumption, 
(4) restriction-induced conservation, (S) 
(unscheduled) load shedding, (6) low- 
voltagc-induced reduction in consumption 
and (7) low-frequency-induced change in 
consumption. These factors lead effectively 
to a suppression of true demand. Thus, a 
distinction must be made between the true 
(un-suppressed) energy requirement and the 
actual energy consumed, the former being 
more than the latter. 

4.3 Actual Load vs True Demand for Power. 
Likewise, the actual load or demand for 
power (in MW) felt by KEB is not a measure 
of the true demand for power forthe following 
reasons: (1) power cuts, (2) non-electricity 
induced reduction in load. (3) restriction- 
induced conservation. (5) (unscheduled) load 
shedding, (6) low-voltage-induced reduction 
in power and (7) low-frequency-induced 
change in demand. These factors lead 
effectively to a suppression of true demand. 
Thus, a distinction must be made between 
the true (un-suppressed) demand for power 
and the actual load, the former being more 
than the latter. 

4.4 No shortage of Power and Energy in 
1994-95: Based on the non-firm loss, a 
spinning reserve and a maintenance reserve, 
Karnataka’s I994-9S 3,485 MW installed 
capaeity decreases to 2,662 MW 
maintenance-protected firm or available 
capacity. This 2,662 MW firm capacity, along 
with SIO MW as the state’s share of central 
capacity, gives a total available or firm 
capacity of 3,172 MW in 1994-95. 

This total available >.apacity of 3,172 MW 


must be compared with the observed peak 
demand of 3,155 MW. But, 1994-95 was a 
year when there were no power and energy 
cuts on any consumer,"* and no scheduled 
load shedding. Hence, in the year 1994-95, 
it appears that there was no real shortage of 
firm (and installed) capacity. 

Taking the generation potential of 
Karnataka's hydel stations as given by their 
design, and the generation potential of 
Karnataka’s thermal and diesel-powered 
stations as given by their Plant Load Factors 
of 61 per cent and 68.4 per cent, the firm 
net energy available in 1994-95 was 20,124 
GWh. This was more than the true energy 
requirement of 19,.542 GWh in that year 
when there was no restriction of demand. 
Thus, it appears that there was also no real 
energy shortage in 1994-95 with the firm 
available energy being more than the true 
energy requirement. 

4.5 Idle Hours of Hydro Stations: The fact 
that the available capacity and the available 
net energy exceeded the true demand for 
power and the true energy requirement in 
1994-95 can be confirmed by the fact that 
hydro stations were sometimes shut off and 
rendered idle by management decisions. 
Thus, during 1994-95, planned outages were 

10.5 per cent of operational hours, forced 
outages. 3.4 per cent, and idle hours, 6.2 per 
cent. It appears that because Karnataka did 
(and does) not export its electricity to any 
significant extent, the hydro stations were 
turned off when available capacity exceeded 
demand. When they were made idle, their 
MU/MW and PLFdeclined, but this decline 
was due to inadequate demand - it was not 
due to the inefficiency of the generating 
stations. Under these situations, plant 
performance is better judged by the 


availability of stations, rather than by MU/ 
MW and PLF. 

4.6 1993-94 Excess of Cafiacity: Whether 
the availability was in excess of demand can 
also be understood from a detailed analysis 
of load duration curves. For instance, it has 
been shown'* that, in the whole of 1993- 
94,' ^ compared to the trttal installed capacity 
of 3,760 MW (or about 2,800 MW allowing 
for a 25 per cent reserve margin), the 
maximum peak demand was only2,939MW. 
Also, the peak demand went above 2,900 
MW for only about six hours (0.07 percent) 
in the whole year and was between 2,800 
MW and 2,899 MW for 97 hours (1.11 per 
cent). If entering the reserve margin regime 
of above 2,800 MW is critical, then the 
system was in the critical region for less than 
about I per cent of the time (Figure 10) - 
this is a very far cry from the raucous claim 
of power crisis. 

Whether the excess capacity situation is 
valid in other years, for example in 1995-96, 
must be checked with transparent updated 
analysis by KEB. 

4.7 Strategy for Generation Mir. Given a 
certain pattern of demand indicated by the 
daily and annual load curves, the question 
arises; what pattern of generation should be 
adopted to meet this varying demand? Before 
1985, Karnataka’s generation was 100 per 
cent from hydro stations, and therefore, the 
answer was simple, vi/., generate from hydro 
stations. Of course, there was the additional 
detail of which hydro .station! s) to generate 
from. Since I98S. when the first units of the 
Raichur coal-based thermal station came on 
.stream, a decision has to be made as to the 
ratio of the hydro-thermal mix. And since 
1993 when diesel-based generation started, 
the options have increased to involve a hydro¬ 
thermal-diesel share mix. 

The strategy forthe generation mix .should 
be clearly and transparently lormulated, 
subjected to peer review and preferably 
computerised. It appears, however, that 
Karnataka’s power sector does not have such 
a strategy document, or if there is one. it is 
not available to the public. 

Some broad principles for such a strategy 
for the generation mix are obvious. Above 
all, the fundamental feature of Karnataka’s 
hydroelectric reservoirs is that they are by 
and large rainfall-fed; they are not 
continuously replenished by perennial rivers. 
And the rainfall from the south-west monsoon 
flowing into the reservoirs is distributed so 
that it occurs within a limited period of a few 
months (Figure 11 ).'-^ Once the monsoon is 
over, there is no possibility of further 
replenishment until the south-west monsoon 
the next year. 

Hence, Karnataka’s hydroeiectricity is a 
renewable resource only on a year to year 
basis; but within any particular year, it is a 
non-reiwwable depletabie resource. In fact. 
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the quantity of this water resource varies 
from year to year depending on how "good” 
the monsoon has been in the catchment area. 
So, a water cost has to be imputed to the 
water stored in the rc.servoir. perhaps ba.sed 
on the electricity generation that is forgone 
by discharging the water through the turbines. 
In other words, the water in Karnataka’s 
monsoon-fed hydroelectric stations must be 
treated like coal for its thermal power plants. 
But, there is a distinction - whereas (given 
the co-operation of the coal-mines and the 
railways) coal supplies can be ordered and 
procured at any time, in the case of water, 
only an anhual "procurement” from the 
monsoon is possible. 

Another fundamental difference between 
hydio and coal-based thermal .stations is the 
well known fact that hydro stations can be 
turned on and off far more easily and to a 
greaterextent. in contrast, in the case of coal- 
based thermal plants, the boilers cannot be 
switched off with impunity. This means that 
coal-based thermal stations must, apart from 


maintenance requirements, be run round the 
clock to meet base loads, whereas hydro 
stations can be tnvoked to meet (teak loads. 

One tnust also consider minitnising the 

u. se of hydro durtng the low-demand months 
just after the south-west mon.soon and 
maximistng it during the high-demand pre- 
monsoon months perhaps with the instrument 
of scason-of-year electricity pricing. This 
may al.so require inter alia measures to reduce 
evaporation in the reservoirs. Also, the 
exploitation of the state’s share of central 
power, as well ns maintenance schedules and 
coal inventory control for the Raichur units, 
should be integrated into this strategy. 

4.f{ Decision-making Regarding Load 
Shedding: Many of the issues rai.sed above 

al. so come into decisions regarding whether 
to impose load-shedding. The current process 
of decision-making regarding load shedding 
is to first work out a supply scenario up to 
the next monsoon (June IS) with a safety 
margin of 15 days. This supply scenario 
consi.sts of adding estimates of imports from 


other states and central stations to the 
generation that can be expected from each 
.station (hydro, thermal, etc) in the state. This 
grand total divided by the number of days 
left to the next July I yields an average daily 
availability in MU/day. 

This availability must then be compared 
with the expected daily requirement up to 
the same target date (July I) of the next year. 
It appears that an approximate method is 
being u.sed to estimate this requirement. The 
previous year’s average daily consumption 
is used in conjunction with a 10 per cent 
iinnual escalation to get at the ex|)ected daily 
requirement in MU/day which is then 
compared with the daily availability. 


KEB’s Financial Problems 

.5. / ‘Causes’ of KFAi’s Financial Problems: 
It is well known that KEB - like most other 
stale electricity boards - is in the ‘red’. KEB 
ascribes its financial problems to reasons 
such as (I) the fact that it is providing tree' 
power to irrigation pump.sets thereby losing 
revenue, (2) this loss is not being fully 
compensated for by the government even 
though it is at the behest of the latter that 
the ‘free’ power is being supplied, and (.3) 
there are huge arrears because many large 
companies, including public scctoruniLs such 
as Kudremuk’h Iron Ore Company, 
Visvesvaraya Iron and Steel. Bangalore 
Water Supply and Sewerage Board, owe 
KEB large amounts. 

The other side of the story, sircs.scd by 
critics of KEB, is that (I) KEB itself owes 
large sums, for instance, to KPC from which 
it purchases electricity. (2) it has huge T and 
D losses (technical and commcrcial/theft), 
(3) KEB’s expenditure is excessive becau.se 
it is over-staffed and therefore operates at 
low efficiency. 

It is important ihcrclbre to understand the 
magnitudes cot responding to these factors 
in order to develop a .strategy tor rc.scuing 
Karnataka’s electricity distributor. 

5.2 Differential Pricing and Cross-Suhsidv 
When utilities serve different categories of 
users, it is customary to have differential 
pricing. The iundamcntal basis for this 
approach is that, in tlie context of income 
inequality, the pour must be protected with 
lower prices, whereas the rich, who can afford 
It, pay higher prices. The .sy-stem is invariably 
designed so that the users paying higher 
prices cross-subsidisc the pooi who pay lower 
pneesand thereby ensure the overall financial 
viability of the utility, it is. therefore, 
customary that differential pricing and cross- 
subsidisc go together in order to guarantee 
financial viability. Against this background, 
the Karnataka situation must be examined. 

Table 1 provides information on (I) the 
revenue realised (in Rs million) from the 
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Fit'.iiRfc 14: Karnataka’s T and D System 
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Figure 15; KEB’s Cost/kWh 
1994-95 Cost = 101 paisc 
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A rigorous calcululiun would require the 
eicciricity utilised by each category to be 
multiplied by the actual co.st per unit (kWh) 
incurred on that category, which is more in 
(he case of lower-larilT IP Sets with higher 
T and D losses compared lo higher-tariff HT 
bulk power with lowerT and D losses. Instead, 
an approximate idea of the expenditure 
incurred on each category is obtained by 
multiplying the electricity uiilt.scd by that 
category by the average expenditure per unit 
(total expenditure divided by the total 
electricity). A negative net revenue means 
that the category is receiving a sub.sidy, and 
a positive net revenue shows (hat thccategory 
is extending a cross-subsidy. 

Figure 12 shows thai HT. commercial, LT 
and AEH connections (in that order) provide 
cross-subsidy to the receivers ol subsidies, 
mainly IP Sets. Lights and Fans in non-AEH 
hcrmcs and B J connections arc also subsidised, 
but only to a trivial extent. Thus, each non- 
AEH home gets an annual subsidy of about 
Rs 16 per HH and each BJ home Rs 234 per 


supply of electricity to various categories of 
users, (2) the amount of electricity reported 
by KEB to be supplied to these users, and 
(3) the price ol electricity for these users. 
It is obvious that there is diftcrential pricing 
to a striking extent - whereas the maximum 
price was Rs S.W/kWh for temporary con¬ 
nections, the minimum price. Rs ().02/kWh 
for IP.S owners, the price for HT and LT, 
Rs 2.29/kWh and Rs 2.14/kWh. res¬ 
pectively. and the weighted average price 
was Rs 1.06/kWh. 

Given that there is differential pricing, the 
next questions arc (I) whether there is cross* 
subsidy and (2) whether this erns.s-subsidy 
is adequate to achieve financial viability. To 
answer the.se questions, it is necessary to 
compute a net revenue (revenue realised 
minus expenditure incurred) for each user 
category. 


Tabu- t. EiLCcrRiriTY .Supply anu Ri-.vinul by CoNsuMhR Category in Karnataka (1994-95) 



Revenue 
(Rs millions) 

Eleclncity 
.Supplied 
(Million Units) 

Price 

(Rs/kWh) 

Domestic lights and fans 

889.56 

1.026 

0.87 

All-elccmc homes 

1.744.54 

1.296 

1.35 

Blkngya Jyoti 

39.09 

180 

0 22 

Commercial 

1,5.35,29 

387 

.3.97 

Irrigation pump sets 

1.54.12 

7.3.52 

0.02 

Water supply 

160.28 

1.50 

1.07 

Public lighting 

162 24 

1.57 

1.0.3 

Low tension induitry 

1.960.67 

915 

2.14 

High tension industry 

9.976.21 

4,3.52 

2.29 

Temporary 

81..39 

16 

5.09 

Rural eiccinc cu-o|)cratives 

17.29 

76 

0.23 

Sub-total 

16.270.68 

15.907 


Transmission and distribution 

0 

3.635 

0 

Total 

16,270.68 

I9..542 



S’liir. Revenue is net of electricity duty collected from the consumers and payable to the government. 
Souirr : Kanwtuku F.lei tririty Board - Annual Acrounts. /W4-9S. 
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Per cent tevenue/pcr cent GWh supply indices: 1981-82= 100 


FtoiiME 16: KEB’s Estab CnsT/EMn.i>VGE 
(Compared with the WPI) 



—t“WPI-all comm 


-Q-Estab cost/cmp 


Figure 17: Cross-Subsidies 



—^ IPS LT HT 


HH in comparison to about Rs 6.‘J(X) per IPS. 

Contrary to popular belief, subsidies arc 
not the main cause of KEB's financial 
problems because the losses on account of 
IPS arc more than compensated by surpluses 
from Ihe HT. commercial and LT consumers. 
That is, the cross-subsidy from HT. 
cummcrcial.LT.AEH.Temporary and Public 
Services connections totalling Rs 8,874 
millions is more than adequate to compensate 
for the outflow of subsidy from KEB of 
Rs 6,910 million (with IP Sets accounting 
for Rs 6,666 millions). In fact, there should 
be an excess of Rs 1.964 millions. What 
happened to this “surplus" is explained below 
in Section 5.3 (and Figure 13), but a simple 
answer is that it could not offset the T and 
D I 0 S.SCS after which there was a detlcii 
which is exactly as in KEB's balance sheet 
for Ihe year. 

However, the fact that subsidies to IPS arc 
not mainly responsible for KEB’s financial 
problems is no ju.stification at all tor 
continuing with this exorbitant subsidy. The 
real challengeisto implement realistic pricing 
of electricity based on the long-run marginal 
costs (LRMC) of generating, transmuting 
and distributing electricity. Utesc LRMC 
costs indicate what it would cost the system 
to make available the next unit (kW) of 
capacity, and to generate, transmit and 
distribute the next unit (kWh) of energy with 
new plant. Economic efficiency argues for 
pricing electricity on the basis of the.se 
LRMCs which, of course, must not include 
the costs of inefficiencies. Table 2 includes 
some values of the LRMC from which it is 
clear that the weighted average 1994-95 price 
was far less than the LRMC. This is the root 
cau.se of KEB's financial problems. 

5.3 A Pictorial Rpi>re.\eniaiion o] KEB's 
1994-95 Finances: To identify the various 
factors responsible fur KEB' s luck of financial 
viability, a simple diagram (Figure 13) 
has been constructed to represent KEB's 
1994-95 hnances.’** In particular, the main 
items are repre-senicd by blocks with numbers 
indicating the annual Hows (in Rs million) 
froin/to the items. A plus sign indicates an 
intlow to KEB, and a minus sign, an outflow 
from KEB. 

The top part of Figure 13 dealing with the 
net revenues from the various categories of 
users supplied by KEB shows that the cross- 
subsidy should result in KEB coming out 
with an excess of roughly Rs 1,974 million 
despite the virtually free electricity to IPS. 
The figure also shows several important 
features: 

(1) government subsidies and grants to KEB 
arc only about Rs 2.693 million or 4() per 
cent of the KEB losses ot Rs 6.666 million 
on IPS as per KEB's e.stimate; hence, the 
KEB .subsidy to IPS of Rs 6,666 million is 
not being reimbursed to KEB; 

(2) KEB’seamings from wheeling electricity 


595 


Economic and Political Weekly March 22, 1997 




from independent producers to purchasers, 
etc. arc quite substantial - about Rs 973 
million which is about one-third the amount 
received from government grants, subsidies, 
etc; 

(3) the arrears of payments to KEB have 
increased by Rs 662.IS million which is a 
significant amount affecting KEB's finances, 

(4) the outilow from KEB towards loan 
repayments (Rs 4.152 million) is about 2.25 
times the carningstrom bonds,etc,(Rs 1.847 
million); hence, if KEB does not reduce its 
net repayments, it may land in a debi trap 
where it cannot service its debts. 

5.4 hicoriMi-alinit KEB’s estimated Tand D 
Ltsses m its Fiiuinees: Figure 13 has an 
unconventional feature - it has a box for the 
financial implications of KEB's T and D 
losses. The usual KEB balance sheets do not 
incorporate its T and D losses explicitly and 
therefore hide them. 

What has been dune in Figure 13 is to 
assign a monetary value to KEB’s estimate 
ol Tand D losses by multiplying (lie electricity 
lost between available energy and the energy 
supplied (3.635 Mils) by (he average 
expenditure per kWh of available energy, i 
c, Rs 0.93 fierunil. This implies that KEB’s 
T and D system is being treated as another 
user category from which no revenue is 
realised despite the large expenditure incurred 
on It. This T and D system provides KEB 
with a net revenue of Rs -3.372 million, the 
minus sign showing that it is an outHow from 
KEB. 

in fact, the outflow from KEB on the 
T and D system becomes even larger if the 
IPS consumption is correctly estimated by 
replacing KEB’s estimate with realistic IPS 
consumption norms. As indicated curlier 
(Section 2.4), a realistic 1994-95 allocaliun 
forT and D is 5.946 MUs consisting of 3.9(K) 
MUs technical losses and about 2.050 MUs 
commercial losses or theft. 

The structure ot T and D losses m 1993- 
94 is shown in Figure 14 from which it is 
seen that the bulk of the technical losses 
occur m the LT pait of die T and D system. 
.Some reductions in technical losses arc 
possible with system improvements such as 
straightening lines, reducing low-voltage 
distribution, etc. and international T and D 
norms (say 10-15 per cent losses) can be 


aspired for. But, the real opportunities lie in 
reducing pilferage, etc, because technical T 
and D losses cannot be reduced below an 
unavoidable minimum which can be 
conservatively taken here as 20 per cent. 

But, huge savings of about Rs 1,900 
million arc possible in KEB’s outflow on 
its commcrctal T and D lo.s.ses that arc 
responsible for making KEB’s net revenue 
negative; by avoiding them. KEB can become 
financially viable. Increasing the revenue 
from IP.S con.sumption will improve the 
viability even further. 

5.5 KEB's Expenditures’. Though KEB’s 
expenditures arc not explicit in Figure 13. 
they are implicit in the net revenues from 
the various u.ser categories. These net 
revenues arc obtained from the revenues 
reahsed by subtracting the product of the 
units utilised by the category and the 
expenditure (including KEB’s internal 
expenditure on its establishment) per unit of 
eleclri-'.ity. Since this expenditure is a subject 
of criticism by KEB critics, it is worth 
examining. 

A preliminary examination shows several 
features of these expenditures (Figure 15). 
(I) The costs arc primarily determined (to 
the extent ot about 54 per cent) by the costs 
of KEB purchasing power which have 
increased considerably after 1990-91. (2) 
I'hc costs of interest and finance charges arc 
about 10 per cent of the total costs. (3) The 
costs incurred by KEB on its employees arc 
only about 18 per cent of the total co.sts. 

Most impiiitantly. the output (productivity) 
ol KEB’s employees has increased between 
1972-73 and 1993-94.Thus, the number 
of connections .serviced per employee has 
increased 3.04 times from 42 to 128, the 
eonnccled load per employee, 3.65 limes 
from 49 kW to 179 kW, and the energy 
supplied to users per KEB employee. 2.37 
from 1.08.000 kWh to 2.56.000 kWh, This 
observation is nut meant to discourage .still 
lurlhcr improvements in productivity that 
arc possible through computerisation, 
electronic metering, etc. 

However, the costs incurred by KEB per 
employee (including salaries, etc) rose in 
step with the whoic.salc price index (WPI) 
until about 1983-84(Figurc 16), but thereafter 
rose much more rapidly than the WPI 


particularly after 1988-89. But, the reasons 
for this rise are not clear - salary increases 
with freeze on the number of employees? 

VI 

How Did It Happen? 

6.! Important Policy Milestones in the 
Development of Karnataka's Power Sector. 
An understanding of the development of 
Karnataka’s power sector requires an 
identification of thecmcial policy milestones 
in this development. 

Perhaps the most imprwtani policy decision 
was the decision to dc-meter IPS thereby 
abandtming hope of knowing precisely how 
much electricity was being ulili.sed by the 
IPS. Iii.sotar as no other decision has hud 
such a far-reaching impact on the power 
sector, not only of Karnataka but the rest of 
India, it is interesting to note that it was taken 
to meet a short-term shortage of meters. It 
was accepted by decision-makers on the 
grounds that metering was unnecessary for 
‘free’ electricity. No heed was given to 
objections that, even when charity is being 
given, the givers must know how much 
charity is being given. .And pumpsci-owners, 
hoping that there would be long-icrm benefits 
from de-metering, avidly suppoitcd the 
measure. De-meicring spread like wildtirc 
to other slates, and it soon became clear that 
such benefits to politically powerful groups 
are not easily reversible - once given, these 
gifts cannot he easily withdrawn. 

Another important development on the 
policy side was the t.irilf revision pioccss 
starting in 1981 giving electricity to IP.S on 
a HP basis and ending in 1990 with virtually 
‘Irec’ cicctncity. This decision, which was 
really an insinimentality for the decision to 
emphasise IPS. resulted m the tremendous 
differential in pricing and the cross-subsidy. 

! 983-84 was probably the most significant 
yeaf in the history of Karnataka's powei 
sector. A decision was taken at the highest 
levels rcs|M)n.siblc for the energy sector of 
Karnataka to cap supplies to power-intensive 
H7' users and to shift the cmphtisis of KEB 
tothc energisation of IPS. Perhap.-. eventually 
KEB may have formally “approved" the 
decision, hut it was by and large “imposed” 
from the top. 


Txair 2’ Indicaiivi.. Lonc.-Kun Maroinai. Co.sts tor Dhtcri-nt Voltaof.s 


Supply Voliagu 
(Consiinicr 

Capacity 

Cosi/Year 

Coinci¬ 

dence 


Fu^l Costs 



Total Energy Costs (Rs/kWh) 

<—System Load Faclo. , •—> 


Peak) 

(Rs/kW) 

Faclor 

Base 

Peak 

Average 

0 50 

0 60 

0.70 0,80 

0 90 

EHV 

6,64.1 

0 9 

0 8K 

75 per cent 

2.59 

25 per cent 

1.31 

2.67 

2.45 

2 28 2 16 

2 07 

HV 

7.799 

0.9 

0.92 

75 per cent 

2.80 

25 per cent 

1.39 

2 99 

2.72 

2.53 2.39 

2.28 

MV/LV 

I4.2IK 

0.7 

1 11 

50 per ceni 

4 18 

.50 per ccnl 

2 65 

4 92 

4..54 

4.27 4.07 

3.91 


This estimation is an uiHlated version of the Project Report on Electricity Pneing by Chandrappa Gowda at the University of Pennsylvania. 
* .'tysicm Load Fucioi - Average Load/Pcak Load of System. 
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Unfortunately, energisation was only 
thought off in terms of grid electrification. 
It was pointed out in the Economic and 
Planning Council, an advi.sory body of 
experts, that grid electrification was only one 
of the options for energisation of IPS, a mote 
sustainable option being energisation through 
dccentral ised sources .such as wood gasifiers 
and PV modules. But. the time may not have 
been ripe to make the distinction between 
energisation and grid electrification because 
wood gasifiers became a proven technology 
only a decade later and PV mtxlulcs were 
still loo prohibitively uxpen.sive. Genuine 
concerns were also expressed regarding 
the deforestation implications of wood 
gasifiers. 

The anti-HT and pro-IPS decision, made 
perhaps with an eye on the powerful vole 
bank that brought the then government to 
power, advanced the interests of pumpsei- 
owning farmers at the expense of large 
industry. KEB’s nexus with large industry 
was adversely affected by the decision. So, 
KEB hadtohcforccd ‘kicking and screaming' 
to implement the decision. But, KEB could 
not resist the political will to make the power 
sectoi .serve the interests of IPS owners rather 
than HT'Using large industry, it was a case 
of ‘consolidating and strengthening political 
power ihrough electrical power’. 

The IPSet promotion package (consi.sting 
of a bias towai ds I PS eicctri fication amplified 
by ‘fcec’ electricity and by de-metering) has 
had a profound impact on Karnataka's power 
sector. The number of connections, the 
connected load and the energy utilised all 
show marked increases beginning with the 
package. A demand fur 'free' electricity has 
been reica.scd which is tar above the demand 
for realistically priced electricity. T'he plot 
(Figure 17) of the yearwise ratio of revenue 
realised to the electricity supplied shows the 
development ol cross-subsidy. 

Tlic ‘theft’ component off and D losses 
may or may not have increased with de- 
metering. but it definitely became possible 
after the package for thi.> ‘theft’ component 
to be disguised by KEB as IPSet consumption 
- in any case, it is not easy to question the 
magnitude of what is nut being metered. In 
this way, the T and D losses could be kept 
to limits that would not attract alarm. 

Popular belief has it that the IPS package 
IS the origin of KEB’s financial problems, 
but It has been established above that the 
‘free’ electricity for IPS is being more than 
compensated for by the cross-subsidisers 
(HT, etc). Hence, the financial burden of the 
IPSet package has been thrust on other 
electricity users. It is doubtful, however, if 
this cross-subsidy is sustainable. 

6.2 ImfMtrtaiU Technical Milestones in the 
Development of Karnataka ’ »• Power Sector. 
The basic milestones in the supply system 
involving changes in the sources of supply 


have also had financial implications for 
Karnataka’s power sector. The ftrst milestone 
was the ending of the completely hydro 
system in 1985 with the Raichur thermal 
power system coming on line with electricity 
that was high cost relative to the cheap 
historical costs of hydro power. With this 
change in supply mix. KEB's average cost 
entered a new regime. 

Yet another milestone was the intrtxluction 
of diesel generation into the mix, leading to 
a still higher cost-regime fur KER. One can 
foresee what will happen when independent 
power producers (such as Cogentrix) enter 
the picture with still higher costs. 

The source-mix milestones in the supply 
system have had serious implications for the 
performance of Karnataka’s power sector. 
It has been pointed out that the parameters 
such as the MU/MW and the PLF of the 
system have declined with the intrixiuction 
of new elements into the source mix. 

They have also introduced complications 
into the load dispatch problem, i e, which 
source to u.se for matching the daily load 
curve and the annual load curve. And it 
appears that Karnataka’s power .sector has 
not yet evolved a computerised system for 
supply management. 

And the situation is going In get even more 
complicated when independent private power 
comes into the picture and is rewarded in 
proportion to the PLF above a certain 
minimum PuF. Then, the cheaper base-load 
thermal plants of Raichur may have to be 
backed down, and the still cheaper peaking 
hydro plants may have to he idled, to provide 
profits for the expensive counter-guaranteed 
independent power plants. 


VII 

Who Are the Winners and 
the Losers? 

7. / The Winners: Before discussing the way 
forward, it is crucial to know who are the 
winners and losers from the past development 
of Karnataka’s power sector and ns present 
situation. 

The list of winners must begin with the 
farmers owning IPS and the politicians and 
political parties championing (kp<«ving)y or 
unknowingly) the interests of these farmers. 
It appears that there is a farmer-politician 
nexus in the matter of electricity. These 
politicians and political parties have plea.scd 
the IPS-owniiig farmers, and obtained the 
support of the vote-banks under the aegis of 
these farmers. They have even ensured that 
government dews not compensate fully the 
.stihsidy to IPS owners. In.stead, government 
has arranged through tariff revisions to get 
some users (HT, LT, commercial and to a 
small extent AEH users) to pay the htll for 
the ‘free’ electricity government has ordered 
for the IPS. 

It is also alleged that some sections of KEB 
.stKin found that grid connections fur IPS 
could become a lucrative personal 
proposition. Karnataka’s power sector may 
have been initially unhappy with the IPS 
package, but gradually discovcied that it 
could use the IPS package to hide many of 
its technical and commercial shortcomings, 
in particular its commercial T and D losses. 

The growth in the demand for ‘free’ 
electricity has ouLstripped the availability of 
expensive supplies. As a result, true demand 
has been suppressed to match available 


Tabll 3; Promimno Dsmano-Sidi Managimi-.ni (IXSM) Miasckcs 


DSM Measure 

Potential 

Potential 


Power Saving 

Eneigy Saving 


(MW) 

(MU.S) 

Coinpael fluorescent lamps - dumc.stic sector 

no 

210 

Compact nuore.scenl lamps - coinmeicial sector 

10 

.50 

.Solar water heaters 

270 

250 

Efficient IPS 

320 

780 

Efficicni motors 

no 

410 

Total 

X40 

1,700 

Table 4; l)r.c'ENTiiAi.isi:u/RENi.WAi)Lr Soiirci s ior 

Bi-<-iri(iiy Sowly 

Renewable Source 

Poiential 

Potential 


Capacity 

Energy Output 


(MW) 

(MUs) 

Sarapodi, S Kanara District (Run of ihe River) 

90 

215 

Krishnapur, Mahadayi River. Belgaum (Underground Power House) .^K) 

720 

Shivasainudram. Mysore Disinci (Underground Power House) 

• 270 

1..59() 

Alinatti Dam Power House. Bippur 

268 

715 

Tamankal. Raichur/Giilbarga (Underground Power House) 

8(K) 

2.5(K) 

Sugar Factory Cogeneration 

200 

9(M) 

Captive Generalion .Sets 

270 

l,2(M) 

Small Hydel Schemes 

2(K) 

460 

Wind Energy Schemes 

50 

100 

Total 

2,448 

7.2(X) 
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supplies and/or back-up and protective 
equipment has to be installed. The manu¬ 
facturers and suppliers of captive generation 
sets, uninterruptible power supplies, back¬ 
up supplies, voltage stabilisers, etc, have 
thrived on the shortcomings of the power 
sector. 

AI.SO, the power sector can allege ‘short¬ 
ages' and even ‘cn.ses’. Such ‘shortages* and 
‘crises’ are fertile ground for malpractices 
in the provisions of connections, connected 
load and (legal and illegal) electricity 
consumption. They also ‘justify’ the 
invitations to private power with all the 
associated benefits including junkets, 
particularly in the case of foreign private 
power. In fact, an uiLsubstantiatcd ‘conspiracy 
theory’ is floating around to the effect that 
load-shedding is taking place (even though 
supply can manage demand) just to create 
a favourable case for mega-projects. 

7.2 The Direct and Indirect Losers: The 
direct losers from the past development of 
Karnataka’s power sector and its present 
situation aie primarily those categories of 
users who cross-subsidisc the ‘free riders’ 
and/or suffer because their demand cannot 
be met. Foremost among these direct losers 
are the HT. LT and commercial consumers 
with 1994-95 tariffs of Rs 2.29,2.14 and 3.97 
per unit, respectively. Probably as bad as the 
high tariffs are the .severe energy and power 
cuts which these categories have suffered, 
forcing them toeithercut production/services 
or install captive powergeneration. The AEH 
users arc also direct losers because they 
provide a minor amount of cross-subsidy. 

The category of Domestic Lights and Fans 
and the Bhugya Jyoti connections, i e, the 
non-AEH households, receive a very small 
amount of cross-subsidy - Rs 362 million 
and Rs 180million. respectively, which works 
out to about Rs 16 and Rs 234 per household 
or 0.23 per cent and 3.4 per cent of the Rs 
6,900 subsidy per IPSet. 

But, all the households that could qualify 
for t hese categories have not been electri fied. 
Thus, the unelectrified households that could 
belong to the.se categories are indirect losers. 
In fact. It was e.stimatcd in 1990'^ that roughly 
half the population of the .state did not benefit 
directly from electricity. Thus, the power 
sector has been expanded in the name of the 
poor, but the pattern of its development 
bypasses the poor. Obviously, these 
unelectrified households lack a political lobby 
and leaders to press for electrification of 
their homes. 

VIII 

Some Immediate Remedies 

H. I The Good News Is That There Was No 
Crisis in 1994-95: A crisis in the power 
sector may be defined as a situation - a ‘no- 
solution.regime' - in which no immediate 
measures avill remedy the situation, and no 


long-term projects will have any immediate 
impact. In this sense, the good news is that 
the Karnataka power sector was not in a 
crisis in 1994-95. There arc a number of 
immediate measures that can have a beneficial 
impact on the situation. 

«.2 What Next?: To start with. KEB’s 
financial picture can be used to rank the 
problems in order of magnitude. It emerges 
that 

• Outflows on the following items have to 

be reduced; IPS —Debts —T and D 

—Arrears 

• Inflows on the following items have to be 

increased: Grants from Government — 

Wheeling 

The reduction of outflows on IPS requires 
tariff revision. Fortunately, the supply of 
‘free’ electricity to IPS is so unreliable that 
compared to this unreliable ‘free’ electricity, 
farmers may prefer priced reliable electricity 
particularly when energy costs arc a small 
fraction of total agricultural co.sts. The 
problem is that the credibility of KEB is so 
low that farmers are unlikely to believe that 
it can ever deliver reliable electricity. This 
situation may necessitate demonstration 
projects to show that KEB can supply 
electricity reliably at times chosen by the 
consumers followed by pilot experiments to 
prove that priced and metered reliable 
electricity benefits farmers more than 
unreliable ‘free’ unmetered electricity. 

It is clear that the required revision of IPS 
tariffs is not possible within the present 
framework of a tariff committee: (a) that is 
subordinate to government, (b) that does not 
hold public hearings, and (c) whose 
procedures are not open and transparent. A 
different typeof tariff committee isnecessary. 
It is vital that it includes representation of 
various user groups - HT, LT, commercial, 
domestic, etc - to ensure balance of interests. 
In addition, a strong mea.sure of independence 
from government is necc.ssary, particularly 
when the government acts as a spokesman 
of the interests of one particular user group. 

The reduction of outflows on debts requires 
a higher equity-debt ratio achieved for 
example by a government decision to 
capitalise part of the KEB’s debt. 

The reduction of commercial T and D 
losses (theft) is a complicated issue. On the 
one hand, it would be unwise to legitimise 
dereliction of duty and robbery of public 
revenues. On the other hand, it is essential 
to create an environment in which the urge 
of the typical employee of KEB is to be 
scrupulous and honest. Such an environment 
would have a component of reward for 
honesty, for example, incentives for billing 
and collection with an appropriate 
commission. It would also have severe 
punishment for dishonesty based, perhaps, 
on criminal proceedings. 

Both the incentives and punishments are 


necessary, but they may not be sufficient. 
Associated institutional changes may be 
required such as distribution co-operatives 
involving consumers, employee-owned 
distribution companies and private-sector 
distribution companies, perhaps in that order. 
Clearly, careful thinking and resolute 
implementation are vital for this 
overwhelmingly important issue. 

As far as reduction of arrears is concerned, 
many of the outstandings are from major 
public-sector undertakings. On the other 
hand, the debts of KEB are very much to 
other public-sector undertakings like KPCL 
and Coal (India). Hence, it may be necessary 
toinvolvegovernment through agovemment- 
moderated conference of power-sector 
debtors and creditors 

The increase of ini ,mv,s on grunts requites 
government to be scrupulous about 
reimbursing losses that it initiates through 
its tariff instructions. This is a matter of 
financial discipline on the part of government. 

Finally, to increase revenues due to 
wheeling, a major emphasis on wheeling is 
necessary. For instance, power can be tapped 
from the approximately 1,0(X) MW capacity 
of captive generation .sets now being used 
at a low PLF of only about 27 per cent. 

It IS worth noting that the incorporation 
of decentrali.sed generation capacity (from 
cogeneration equipment, windmills, etc) into 
electricity planning has made great strides 
in the industrialised countries. In the US, for 
instance, the Public Utilities Regulatory 
Policy Act (PURPA) has made it mandatory 
for the electricity utility to buy-back 
decentralised electricity generation at avoided 
co.sts. It is even possible tor a household to 
run a small 7.5 HP engine-gcn.set, use the 
waste heat for heating the home in cold 
weather, and make the generated electricity 
run the house meter backwards - all with 
the approval and blessing of the utility. 

The various measures listed above to rescue 
and revive electricity boards are primarily 
rruinagerial and institutional. They involve 
some of the elements being urg^ by the 
World Bank such as (1) an independent 
autonomous regulatory agency, (2) tariff 
revision so that the net revenues are positive. 
(3) corporatisation .so that KEB runs on 
commercial lines rather than as a department 
of government, and (4) involvement of 
independent private power generation. 

But, they do not appear to requite the rest 
of the wholesale restructuring package being 
forced by the World Bank as a sine quo non 
of electricity board revival. In particular, 
removal of all subsidies to users and 
privatisation of transmission anddistribution 
does not appear to be essential. And. leaving 
utilities to the market without imposing on 
them the obligation to serve the community 
will deprive the poor of the privilege of 
electricity. A more thorough analysis of the 
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institutional aspects of the changes required 
is in preparation.'^ 

IX 

A Way Forward 

A number of realistic and small measures 
are possible, both on the demand and supply 
sides. Each of these measures may not 
contribute more than tens or hundrr^s of 
megawatts, hut the whole package can yield 
as much as, if not more than, oneof the mega- 
projects being talked about. 

9.1 Demand-Sitle Meti.sures\ A Hat daily 
demand curve without peaks is an ideal, and 
therefore steps are required to move towards 
such a curve. 

(1) Peak Shaviiif! could be achieved by 
liaving higher electricity prices todiscourage 
utilisation of electricity during peak hours. 
This would involve tiinc-of-the-day metering 
and differential tariffs. In West Bengal, for 
instance, the peak-hour tariff for HT industry 
is about 30 per cent higher than the normal 
tariff. 

It IS also worth considering season-of-year 
electricity pricing with lower prices in the 
low-demand months just after the .south¬ 
west monsoon, and higher pnees in the high- 
demand pre-monsoon months. This would 
flatten the annual load curve. 

(2) Efficient Lighting is an important way 
of reducing the evening peak which is very 
much due to the lighting load that comes on 
in the evening hours. The new lighting 
devices, fur example, compact tluorescent 
lamps, can play a major role in this task, 
particularly m the ca.se of lamps that arc left 
on for several hours, forcxampic, in hospitals, 
hotels, offices, industries, etc. These efficient 
lamps have higher initial costs but they 
consume only about one-quarter of the 
electricity used to conventional lamps, and 
also last much longer. A saving of about 140 
MW IS possible in the domestic and 
commercial sectors with thc.se efficient lamps 
which fortunately are now being 
manufactured in India by a number of firms. 

(3) Solar Water Heaters are an important 
way of reducing the morning peak which is 
to a large extent due to the heating of water 
for bathing purposes. Apart from the 
installation of solar water heaters in homes 
and apartment buildings, there is considerable 
scope for solar water heaters in hospitals, 
hotels, restaurants, canteens, and other 
establishments. A I0C> litre per day capacity 
solar water heater can save about I ,tX)0 units 
per year of 330 days sunshine. Even if a 
conservati ve 2,50,000 houscs/apart ments are 
fitted with 100 litre per day solar water 
heaters, the saving in peak capacity is 270 
MW (one Kaiga-type nuclear reactor is 235 
MW). 

(4) Efficient IPS are a major way of saving 
energy. By installing frictionless foot-valves 
and HDI%-piping in.stead of GI delivery 


pipes, as much as about 35 per cent of the 
energy can be saved. This could be quite 
substantial considering the major share of 
energy going for this end-use. Even if only 
l,(X).000 IPS arc fitted with HDPE pipes at 
about Rs 20,000 per IPS, the resultant saving 
will be about 780 MUs annually 
(corresponding to about 320 MW). 

(5) Efficient Motors arc also an important 
way of saving energy particularly because 
about 70 per cent of the energy used in 
industry goes for drives, pumps, compressors, 
etc. and about 25-35 per cent of the energy 
can he .saved with efficient motors. Since 
industry accounts for about 30 per cent of 
the consumption, and it can be assumed that 
10 per cent of the motors are made more 
efficient, the saving can be as much as about 
410 MUs corresponding to about 110 MW. 

If all the above efficiency improvements 
and electricity-substitution measures arc 
implemented, an approxim.itely 840 MW 
can be saved in a manner that is 
environmentally sounderthun a mega-project 
(Table 3). 

9,2 Supply-side mea.suies: On the supply 
side too, a number of measures are possible. 

(1) Environmentally Sound Hydroelectric 
Projects: There is still considerable 
hydrcHslectric potential left in the state. In 
fact, over 1,6()0 MW can be obtained from 
projects that have been considered to be 
‘environmentally benign’ (Table 4). 

(2) Reducing T and D Technical Losse.c. 
Comparison with industrialised countries 
shows that considerable reduction is possible 
in the technical component ofTand D losses. 
.Straighteningof otherwise higgledy-piggledy 
lines, minimising of the low-tension lines, 
etc, are measures that arc essential. 

(3) Captive Generation: Attention has 
already been drawn to the significant capacity 
installed in captive generation sets that are 
used to a small extent. With suitable 
incentives, such us wheeling, a large fraction 
of this investment can he harnessed into the 
grid. For instance, if only 25 per cent of the 
l.lOO MW captive generation installed 
capacity is available to the grid, that would 
represent about 270 MW. 

(A) Sugar Cogeneration: If the bagasse left 
after extracting the sugarcane juice is burned 
in high-pressure boilers instead of the cur¬ 
rently u.sed low-efficiency boilers, more elec¬ 
tricity than can be used by the sugar factory 
can be produced. Roughly about 10 MW of 
surplus electricity can be produced per sugar 
factory, which means that about 200 MW 
of .surplus electricity is available in Karnataka 
alone. What is needed is that the KEB offers 
wheeling arrangements and long-term 
guarantees to offtake the surplus powci. 

(5) Cogeneration in Other Industries: 
Similarly, cogeneration of sin plus power is 
possible in several other industries, such as 
cement, etc. 


(6) moma.s.<!-hased Rural tnergy and 
Water Supply Utilities I REWSUs): Karnataka 
has pioneered in demonstrating biomass- 
hased rural energy and water supply utilities 
(REWSUs). By providing decentralised 
alternative supplies for electricity for lighting 
and domestic water, they can relieve the grid 
of the burden of supplying villages. With 
futuristic biomass-based electricity- 
generation technologies (fuel cells for 
example), it is even possible for villages to 
export base-load clcctriciiy with grid 
transmission from villages to cities. 

(7) Small Hydel: It is reported that there 
is considerable potential for small hydel in 
Karnataka - as much as 2(K) MW. 

(8) Wind: There is also considerable scope 
for wind turbines and estimates of a potential 
for 50 MW have been mentioned. 

(9) Photovoliaics: Ultimately, there may 
also he a niche for photovoltaics for irrigation 
and systems for isolated homesteads. 

All these supply-side measures can 
contribute a substantial amountof power and 
energy. .Some of the decentraliscd/rcncwablc 
sources can yield about 2,5(K) MW (Table 4). 

9.3 A New Ejiergy Paradigm - the Solution 
for the Long Term: From a long-term point 
of view, the real solution to the problems of 
the power sector lies in a shift to the new 
energy paradigm. In this paradigm, firstiy, 
the emphasis piiist shift from energy 
consumption to energy services as an index 
of development. What human beings want 
is not energy per se in the sense of kilowatt 
hours, joules or kilocaloi ies. but the services 
that energy provides in the sense of heat tor 
conking, illumination, warmth, mobility.etc. 

The shift in emphasis trom energy toenergy 
services is not a .semantic trick; it ushers in 
a new dimension because energy services 
can be incrca.scd by increasing energy 
supplies and energy consumption and/or by 
impmvingefficieiicy. Which IS a heller option 
dependsupon the relative costs, convenience, 
etc, hut the important point is that ellicicncy 
improvements must be brought into the scope 
of increasmgenergy .services. The discussion 
must not he restricted only to expansion of 
energy supplies. 

Whereas there are ‘fundamentalists’ who 
argue solely in favour of one of the following 
categories of interventions-conventional or 
fuiuri.stic centralised technologies or non- 
con ventional renewable decentralised 
technologies or energy saving options 
through cMiciency improvements, the most 
sensible approach is to identify a least-cost"* 
mix of these three potential contributions to 
the expansion ofencrgyscrviccs.lt invariably 
turns out that decentralised renewables and 
cnd-usc efficiency improvements, singly or 
together, cannot meet energy requirements, 
i c, centralised sources are required, but the 
incorporation of decentralised renewables 
and cnc'-usc efficiency improvements in the 
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supply mix reduces the need for centralised 
sources. 

The methodology of identifying this least- 
cost mix is based on Integrated Resource 
Planning which regulatory commissions had 
made mandatory fur 40 out of SO states in 
the US. Incidentally, lEI is reFining the first 
least-cost electricity planning exercise for 
Karnataka that was done in 1991. Hopefully, 
this updated effort will not be ignored as the 
first one was. 

It is this emphasis on energy .services (rather 
than energy consumption) and the pursuit of 
Integrated Resource Planning that is the 
essence of the new paradigm necessary to 
provide the long-term solution to the capital, 
|)criurmancc, equity and environmental crises 
threatening the electricity system. 

9.4 The Power Sector h Too Important to 
Be Left to Power Engineers and Power Sector 
Organisations: Electricity is too important 
as a way of improving the quality of life, 
asan input to industrialisation and agricultural 
development, and as a provider of services 
to be left to electrical engineers and electricity 
organisations (KEB, KPC, Energy Ministry, 
etc). Education, science and technology 
institutions, legislators, media, public interest 
groups. NGOs, user groups from industry, 
commerce,etc, village-level institutions must 
also be involved. 

The moral appears to be; Look after the 
|ieoplc and electricity will look after itself! 

Notes 

(Glayds Suinilhni purlicipoled in this study dunng 
tier depulaiion with ihc International Energy 
Initiative. The Intcmational Energy Initiative would 
like to thank V Bulu for hi.s help in this study 
during his deputation with Inleroalinnal Energy 
Initiative which ended on July .^1, 1996. The 
authors would also like to thank the following for 
reading through and/or coinincnting on the first 
draft of the paper and influencing its finali.saiion: 
Zarir Balliwala. Praiul Bidwai. K Jairaj. P R 
Nayak. C Rammanohar Reddy, Rongainoni, N 
Rath. S N Roy, A Vaidhyannthan. Girish Sant, 
T R Satish Chandran, Seshadri and Robert 
Williams. Special thanksarc due to B R Prahhakara 
and K P Singh for their coininenis ai a presentation 
kindly organised by K Jairnj at Karnataka Power 
Curpomtion on February 3,1997. Finally, special 
thanks arc due to Antonette d’.Sa lor her liclp with 
tlic figures, tables imd the LRMC estimation.] 

1 These connections ore for non-coitimcrcial 
healing and lighting with a limit of 13 amperes. 

2 These connections are limited to a current of 
S amperes. 

3 Bhagya Jyoli connections are singic-bulb 
connections provided to poor households al 
a flat rote. 

4 A unit III the terminology of Indian electricity 
hoards IS a kilowatt hour; hence. .i million 
units (MU) IS a mi llion kWh or a gigawall hour 
(GWh). 

3 B G Rudrappa. ex-chairman KEB. did not 
represent the situaiioi correctly m hks The 
Times oflinlui, (Bangalore Edition), aiticlc of 


December 28. 19%. page 13. when he said 
that KEB’s estimati; of the IPS consumption 
was corroborated by the independent I^B- 
lEI survey In fact, only KEB's figure for the 
number of IPS was validated: KEB’s figure 
for the annual consumption per IPS was not 
accepted by lEI's independent study. 

6 Estimation of Agrirullural Consumption, 
Andhra Pradesh Electricity Board, 19%. 

7 Instead of dealing with the distribution of the 
total population of IPS in the state. KEB seems 
to have worked with the distribution of the 
additional open and bore wells installed 
between 1991 and 1996 - 33 per cent open 
well and 67 per cent borewells. 

Weighted average=(33 per cent x 2.(XX) kWh/ 

yeor/IPS in open wells) -i- 
(67 per cent x I0.4(K) 
kWh/year/IPS in bore- 
wells) 

= 7.610 kWh/IP.S/year) 

If KEB had taken the distribution of the total 
population of IPS in the state, KEB would 
have got its value of about 7.610 kWh/IP,S/ 
year only if the average annual consumption 
in borewells had been as high as about 20.2.30 
kWh/IPS/year. 

8 It is reported that KEB currently analyses load 
curve changes before and after the onset of 
rainfall (lowered energy demand during rainy 
days) 10 e.siimatc IPS consumption. KEB also 
has some unpublished figures of metered usage 
from Its study of the consumption of 
transformer centres .serving selected IPS 
clasters. and this study leads to values that are 
different from lEI's values. By the end ot 
1997. the KEB study will be increased to I .(W 
centres (connected to 10-12 IPS each). Such 
studies are most welcome pending the metering 
of IPS consumption. But. it is imperative that 
the data and analysis has to be published by 
KEB and scrutinised by independent bodies 

9 Incidentally, the morning peak is lower than 
the evening peak Hence, if the .system can 
meet the evening (leak, it sliould have no 
problem meeting the morning peak But, KEB 
has sometimes resorted to load-shedding m 
the morning and not in the evening, staling 
that It cannot meet tlie morning peak - which 
docs not make sense. It has also been stilted 
that the purpose of load-shedding is to save 
energy (rather than power), but if the load¬ 
shedding is at published times, then consumers 
just shift their consumption (for cxiimple. 
electric water healing) to mher limes without 
reducing theirenergy consuiiiption. Of course, 
this shifting of consumption cannot he done 
for I ighting dunng the evening and night houis 

Id However by virtue of the Power Supply 
Agreement, HT and LT industries were 
restrained from using power between 1800 
and 2I(X) liours In tlic extent of 90 per cent 
of the sanctioned load. (The permitted 10 per 
cent was meant for meeting lighting and 
auxiliary needs ) Also, by statutory require¬ 
ment. one-third of the required load of a HT 
unit laid to be met by captive generation (LT 
units do not have this stipulation). Thus, HT 
units were expected to meet their demand 
hetween I KOOand 2100 hours with their captive 
generation capacity Wiihtliconly mechanism 
for implemeiitalion being manual policing of 
2,30.()(K) LT connections and 2.600 HT 
connc'ctions by KEB staff, it is unlikely that 
the policy led to any reduction of demand. 


11 P Balochandra. 'Analysis of Supply. Non¬ 
supply and New Supply Options for Electricity 
Demand-Supply Matching; An Integrated 
Approach’, MSc (Engineering) Thesis. 
Department of Management Studies. Indian 
Institute of Science. 1997. 

12 A detailed analysis has not been carried out 
for 1994-95. 

13 Vissa Raghavenra Sai. 'Statistical Models for 
Rainfall Data Analysis of Reservoir Systems’, 
MSc (Engineering) Thesis. Deportment of 
Management Studies, Indian Institute of 
Science. August 1986. 

14 lErspictorialrepresentationofKEB’sfinances 
is ba.sed solely on the data in KEB’s balance 
sheet. However. lEI’s representation is 
different in two ways; (I) whereas KEB lists 
revenues frumeach user category. lEI uses net 
revenues which are given by the following 
formula whereas KEB docs not include T and 
D losses in its balance sheet. lEI monetises 
the T and D lo.s.ses thus: Net expenditure on 
T and D = |T and D kWh losses x Average 

expenditure/kWh). 

15 A comparison of Karnataka’s employee 
productivity with that in other Indian states, 
as well as a comparison with other neighbouring 
countries, but. the fact remains that the 
productivity of KEB’s employees has increased 
over a 20-year period between 1972-73 and 
1993-94. 

16 Ainulya K N Reddy, Gladys D .Sumtthra. P 
Balachandra and Antonette d’Sa, 'A V 
Development-Focu.sed End-Use-Oriented 
Energy Scenano fur Kamataka', Eiononur 
andPoliticol Weekly, Volume XXVI. Special 
Issue Nos I4and 1.3. April 6-13.1991, pp 891- 
910 and 98.3-1001 

17 Sudhir Chella Rajan and Amulya Reddy (in 
preparation). 

18 Not merely financial costs to the corporate 
entity but economic coststo.socicty. In addition. 
cnvironiiKiilal costs that do nut appear in the 
balance sheets because they are ‘externalities’ 
should be included in the accounting. 
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Educational Ideals of Tagore and Gandhi 

A Comparative Study 

Poromesh Acharya 

The fundamental difference in their attitude to life gets reflected in the educational writings of Gandhi and 
Tagore. If Tagore's artistic bent of mind prompted him to conceive of leisure as the core of meaningful life. 
Gandhi's value of manual labour made him emphasise work as the fruitful way of harnessing energies. 


I 

AT the outset I should make it clear that this 
is only an humble attempt for understanding 
the significance of the educational ideals of 
the two greatest Indian educationalists, 
Rabindranath Tagore and Mohandas 
Karamchand Gandhi. A comparative study 
of the two may he quite intere.sting in the 
present context ot changing Indian economy. 
It may allow us an opportunity to find how 
different is our system of education from the 
ideals of our great educators. The distance 
between the ideals and the reality may 
disappoint us but we should not be totally 
dejected a.s it is evident from the hi.slory of 
educational ideas that the course of education 
in a country is determined ultimately, not by 
the thoughts of great educators but by 
expediency, in other words, by market forces. 
This is not to deny any role of educational 
ideas of great educators in shaping the system 
of education of a country. In fact, one may 
find traces of influence of a number of great 
educators on any system of education. After 
all no idea is wholly lost. However, it is true 
at the same time, that the models of 
educational developments visualised and 
experimented by great educators like 
Rousseau, Dewey, Tagore and Gandhi, have 
not been pursued by any country as the 
mainstream ol education. 

An objective study of educational ideals 
of Tagore and Gandhi, particularly, in the 
context of prevailing popular notions and 
beliefs, seems to me rather difficult. In fact, 
Tagore appears to me, more difficult than 
Gandhi, may be because of his charming 
style of writings. His style of writing is more 
metaphoric than analytical. As a result it 
appeals more to our heart than to our brain. 
After all he is a poelper.se and his educational 
ideas arc essentially products of a poetic 
mind and naturally a little eclectic. No 
wonder, he is open to different interpretations. 
On the other hand, Gandhi, a champion of 
ethical politics, whose frame of mind was 
perfectly tuned with needs and aspirations 
of the people, and who was quite used to 
think in people's idiom, did not have any 
ambiguity in his di.scourse on education. For 
him, education was an integral part of his 
ethics based political programme. Without 
any fear of being contradicted, it may be said 


that no other Indian educationalist or 
politician, before him, ever had dealt with 
politics of education in the way he did. May 
be, here lies the crucial difference between 
Tagore and Gandhi. However, similarities 
may not bedilTicult to find in their educational 
ideas, particularly, at the philosophical plane. 
But to miss the glaring difference is to miss 
the raison d’etre for basic education. In fact, 
they themselves expressed their differences 
on occasions. 

It may be tnie that those who have dealt 
with the subject so far, emphasised more on 
similarities between the two than on their 
differences. In 1947, The Visva-Bharati 
Quarterly, in response to the challenge of 
education for ‘free India’, published a special 
education number ‘with the idea of posing 
the quc.stion rather than suggesting answer...'. 
It carried a number of important articles by 
eminent scholars from all over India, on 
educational ideals and experiments ofTagore 
and Gandhi. To my mind, the discourse started 
at that time was quite preceptive and should 
have been continued in the interest of bui Iding 
our national system of education. 
Unfortunately, the educational discourse in 
India was changed in the wake of Nehruvian 
modernisation programme. Both Tagore and 
Gandhi lost their importance in the national 
discourse hut were remembered more by 
•Street names and ‘bhavan’ names. In every 
city wc have streets in the name of Gandhi 
and ‘aRabindraBhavan’.The national system 
of education however, still remains the legacy 
of colonial system, turning more and more 
segregative and bookish. 

II 

By the end of the 19ih century the charm 
of English education was no longer as strong 
among the Indian bhadraloks as it was in the 
early days of the century. Indian bhadraloks 
were getting somewhat disenchanted about 
the glory and enlightening role of English 
education, though they did not forsake it 
completely. In fact, by the turn of the century 
educational discourse in India took a different 
turn. Macaulay no longer had the sway over 
the Indian mind, rather national pride took 
over. Mother tongue and national culture 
now got recognition and the pride of place 
in the educational discourse. It was no wonder 
that both Tagore and Gandhi had .started thei r 


discourse on education with a critique of 
colonial system of education. An urge for 
building the national system led both of them 
to develop their educational ideals. This is 
quite evident in their early writings on 
education and society. Tagore's essay on 
‘Swadeshi Samaj’ written on I90S and 
Gandhi’s ‘Hind Swaraj’ written on 1908. 
may be referred in this connection. In both 
we find an urge for rejuvenising the self- 
sufficient village society. Both emphasised 
on ‘atmashakti’ as the essence of ‘swaiaj’. 
Both of them discussed about the ill-effect 
of English education and the neglect of mother 
tongue.' Tagore a poet essentially, however, 
as we will see afterwards, would discard 
nationalism altogether, for going beyond the 
national limit. Gandhi, on the other hand, us 
a political personality who dedicated his life 
to uphold the cthi^'ul cs.sence of human life 
as he believed, would overcome the limit by 
duly recognising the hi.storical role ol 
nationalism in the Indian context. It should 
be remembered that both of them ro.se to 
fame during the period of great national 
awakening. Strangely, both have been 
reduced to silent museum pieces after 
independence. 

Tagore wrote more than KK) pieces on 
education. Besides, there are other writings 
where reflections on education may also be 
found. It may not be difficult lo trace 
semblance of ideas of many great educators 
particularly, Rousseau, and Dewey in some 
of his writings. Yet, he was different. He had 
his own ideas which he developed and created 
a niche for hi msel f in the world of educational 
ideas and ideals. It is almost impossible ever 
to touch all of his ideas on education in one 
short article like this. I shall therefore try 
only to elaborate those points which to my 
miiid are most important for understanding 
his educational ideals and for making a 
comparati ve study with Gandhi in this respect. 

Tagore’s writings on education can be 
classified in three broad groups. In the first 
group wc may include tho.sc of his writings 
where he made a critique and showed the 
limits of the colonial English system of 
education in India, like, ‘Shikshar Her Fer’ 
written on 1893, ‘.Shikshar Bahan’ written 
on 191S, Calcutta University addressof 1933, 
on ‘Shikshar Bikiran’ or. New Education 
Fellowship address of 1936, on ‘Shikshar 
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Swangikaran’, and a few other writings. In 
these writings he mainly dealt with the 
question of medium of education, particularly 
in relation to the problemsof uni ver.salisation 
of education and also discussed the other 
limits of colonial system. He reprobated the 
use of English as the medium instead of 
mother tongue. With deep emotion he 
forcefully held brief for mother tongue. He 
wrote, ‘Shikshaya matribhashai 
matridugdha' (in education, mother tongue 
is like the breast mitk).^ In fact, he was in 
favour of introducing mother tongue as the 
medium up to the highest level of education. 
He even would teach English through mother 
tongue and wrote a primer called ‘Ingraji 
Sopan' for this purpo.se. Many scholars 
considered the method to be the best for 
Bengali speaking children. He dreamt of a 
Bengali University. The prevailing system 
of education he thought, was like the bright 
compartments of a train running through the 
vast darkness outside. A privileged few are 
being educated leaving out the vast multitude 
of people.^ According to him. education 
cannot be universalised unless the mother 
tongue was the medium. He llrmly believed 
that it was not possible through the medium 
of English. He was also against the 
examination-oriented bookish education, 
which encourages rote learning. According 
to him. there was hardly any difference 
between cramming and copying from hooks 
as crammers only reproduced whatever was 
in the biMiks.^ 

It may be noted that Gandhi also held 
similar views on must of the above points. 
He was also against the prevailing 
examination-oriented btmkish education and 
condemned the cramming and rote learning. 
He advi.sed not to prc.scribe too many books 
in our schools. He was of the opinion that 
in a poor country like ours, books should be 
prescribed judiciously and must be few in 
number; otherwise, poor children will be 
deprived of educational opportunities.-’’ Like 
Tagore, he was also of the opinion that 
medium of education up to highest level 
should necessarily be mother tongue. 
However, there was a major difference of 
opinion between the two regarding the place 
of English in school system. Gandhi would 
not allow teaching English till a child was 
14 years old. Even afterwards not all should 
learn English. In fact, there is no place for 
English in his scheme of education called 
‘Nai Talim' .*Tagore, on the other hand, was 
all in favour of teaching English as a subject, 
even right from the beginning. In fact, English 
was taught from class I in 'Shiksha Satra' 
of Shriniketan, a school for vi Mage children.^ 
This no doubt, in a way, contradicts his own 
advice as stated in ‘Shikshar Swangikaran', 
where he said, “In education mother tongue 
is like the breast milk". Elsewhere also citing 
his own childhood experience, he advised 


for introducing English after a child 
became somewhat proficient in mother 
tongue. In fact, 'Tagore himself was 
introduced to English when he was 12 years 
old and had already made good progress in 
Bengali." 

Gandhi, however, was quite radical in this 
respect. He was categorical in his opposition 
to English as medium or as a compulsory 
subject. He wrote, “Of all the superstitions 
that affect India, none is so great as that a 
knowledge of the English language is 
necessary for imbibing ideas of liberty and 
developing accuracy of thought".’' According 
to him. English must not be the medium of 
thoughtunless we wanted to commit national 
suicide. It may be interesting to note the gulf 
between Gandhi'*' and renaissance Bengali 
bhadraloks in this regard. Rajendralal Mitra, 
a noted scholar and a true repre.scntalivc of 
that tribe ot gentlemen, once said that giving 
up English would mean committing 
'intcllcrtual .suicide'." Gandhi on the other 
hand, thought, “Rammohan Roy would have 
been a greater reformer and LokamanyaTi lak 
would have been a greater scholar, if they 
hud not to start with the handicap of having 
to think in English and transmit their thoughts 
in English... No doubt they both gamed from 
their knowledge of the rich tieasures of 
English literature. But thc.se should have 
been accessible to them through their own 
vernaculars. No country can become a nation 
by producing a race of translators".'^ This 
difference in the attitudes between Gandhi 
and Tagore widened during the period of 
non-cooperation movement in 1921. Tagore 
did not approveof Gandhi's all-out opposition 
to English education and the call for non- 
cooperation with the colonial system of 
education. Tagore in fact, denounced 
nationalism as a ‘geographical ghost’ in a 
letter to Jagadanunda Roy. He wrote. 
"...Entire world is now terrified by this ghost. 
Time has come to get rid of this”.'’ It is in 
this context he wrote his famous essay on 
‘Shik.slnir Milan'. In this essay he emphasised 
on reciprocal relations between East and 
We.st, which was the kernel of his idea of 
‘Visva-Bharati’.'*' 

Tagore wanted to learn from the wc.st the 
knowledge of modem science and technology 
while enriching the west with the spiritual 
wisdom and sacrificial attitudes of the cost. 
He disapproved of western consumerism. 
He thought Gandhi's call fur non¬ 
cooperation. particularly, the call for giving 
up English education a retrograde step as that 
would turn our house into a prison by 
preventing fresh air to blow into the national 
life.'-" Gandhi responded, “I do not want my 
house to be walled on all .sides and my 
windows to be stuffed. I want the cultures 
of all the lands to be blown about my house 
as freely as possible. But I refu.se to be blown 
off my feet by any of them".'* He made it 


clear that he was not against learning English 
as such, but would not like it to dominate 
over our system of education. He neither 
would like English to be the medium of 
education nor a subject compulsory for 
everybody. 

Ill 

At that time Tagore's ‘Sikshar Milan’ 
became a subject of controversy. Others also 
took up the issue. Novelist Sarat Chandra 
Chattopadhya in response to Tagore’s essay 
wrote ‘Shik.shar Birodh'. The main contention 
of his essay is that the reciprocal relation as 
desired by Tagore cannot be realised. 
According to him, the west would never give 
us their latest knowledge of science and 
technology nor would inculcate the sacrifical 
attitude and spiritual wisdom of the east; 
rather they would like us to remain dependent 
on them forever, in regard to modern science 
and technology so as to enable them to exploit 
us.''* He argued in favour of Gandhi’s call 
for non-co operation with colonial education 
and said, “there are times when it may be 
more educative to boycott schools rather 
than joining them”."* It may remind us of 
the ‘Dc.schooling Society’ ol Ivan lllich."' 
Satyendranath Roy who edited a book of 
educational writings by Tagore, considered 
that both Sarat Chandra and Tagore were 
correct in their own context. According to 
him, Tagore developed his idea on education 
at a philo.sophical plane and discussed it in 
universal context, while Surat Chandra had 
before him the immediate political context.^" 
This does not appear to be convincing enough 
an argument. 'Shikshar Milan’ in a way was 
Tagore's response to the burning political 
issues of the time. Present trend of Indian 
economy no doubt vindicates Sarat Chandra's 
contentions m his essay ‘Shikshar Birodh'. 
Satyendranath Roy also admitted that our 
immediate experience tends to support Sarat 
Chandra’s apprehensions.-' Since 
independence India has been suffering from 
dependency syndrome in all spheres of 
cultural and economic life. It is no wonder 
that India could not even develop the 
technology of making a shaving blade let 
alone other sophisticated electronic 
products. In the name of globalisation India 
is being made the permanent colony of the 
so-called developed countries like the US 
and other European states. The electronic 
media has been able to ruin our national 
culture and promote the most uncivilised 
capitalist culture of the so-called developed 
countries. 

Gandhi perhaps was the only Indian leader 
who apprehend^ the eventuality of a course 
on which we would not have any control. 
He had the foresight to anticipate the logical 
consequence of treading the path of 
developmentalism based on modernisation 
theory. He was quite aware of the error of 
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regaiding the process of development as an 
evolutionary continuum He could anhcipate 
the inadequacy and tyranny of modemi sation 
process followed in Europe and Amenta He 
was also perhaps the only leader who could 
think of an alternative instead of copying 
blindly the process followed in those 
countnes His idea of village-based economy 
and work-based education were conceived 
as alternative course tor the future of 
humanity Education for Gandhi was really 
a component of his overall political 
programme Gandhi believed that politics 
was a process which should atm at liberating 
the human values 

For Gandhi, swaraj did not mean mere 
political freedom By swaraj he meant ‘Self- 
rule in terms of the masses’ As bv patriotism 
he meant the welfare ofthe whole people' ^ 
According to him swaraj cannot be attained 
in an exploitative society For him, a national 
programme of education for masses was a 
must for attaining swaiaj tor the masses In 
his own words The pilgrimage to Swaraj 
IS a painful climb It requires attention to 
details It means vast organising ability it 
means penetration into the villages solely tor 
the service of the villagers In other words 
It means national education that is education 
of the masses It means an awakening ol 
national consciousness among the masses 
Educational ideals of Gandhi arc implicit in 
his concept of Swaraj 

IV 

Tagore also wanted the emancipation ol 
villages and to rouse the villagers with 
atma^aku Intact he gave much importance 
to c onsiructi ve work and vi II age wel fare, and 
emphasised self-confidence and self- 
sufficiency The very tact that Tagore started 
his educational experiments in the lap of 
nature and far Irom modern township at 
Bolpur, indicates his preference Tagore 
develops his concept of education in the 
second group of his wmings like. ‘Tapoban’ 
wntten in 1909, A Poet's School’ written 
in 1924, Ashrame Shiksha' of 1936, 
‘Ashramer Rup-O-Vikash' published in 
1941. the year of his death, and a tew other 
addresses included in the booklet, Virvo- 
Bhaiaii The third group of writings includes 
the writings which have been included in the 
book. 'Santtnikelan Vidyalayer 
Shikshtidai r/ta, and many other tetters wntten 
to ashramites, relatives and fnends, on the 
question of how to run the Santtniketan 
Ashram 

To my mind, the basic tenets of Tagore’s 
concept of education may be found in his 
essay‘Tapoban’ Hiseducational ideals were 
basically moulded by his philosophical ideas, 
particularly by his Upanishadic moonngs. 
There is no doubt, Tagore was much 
influenced by the ancient brahminical mode 
of teaching-learning as is evident in Sansknt 


literature, particularly in kavyas of Kalidasa 
The words like ‘Tapoban', ‘Tapashya’, 
'Ashram' ‘Sangam’. etc, are the key words 
tor identifying his trend of thought He did 
not use them casually, but with definite 
purpose The kernel of his educational 
concept IS the spintual union between man 
and nature Tagore envisaged that children 
should be allowed to grow in an atmosphere 
of freedom in the tap of uncorrupted nature 
One may trace influence of Rousseau and 
English romantic poets like Shelley and 
Wordsworth on him Tagore also, like 
Rousseau and Gandhi, believed that village 
was more suitable than town lor the purpose 
of education In this respect, he was a romantic 
pat extellente Education he said was not 
only tor acquiring factory skills, nor for 
passing the examinations in school and 
colleges, true education can be had in 
Tapoban, through the union with nature, by 
being pure with Tapashya He further said, 

‘ in our school it would not be only the 
cducalion of sense organs nor fur know¬ 
ledge only but education ol ‘bodh’ should 
also have a place -^Hewntes ‘Theluunding 
ol my school had its ongin in the memory 
ol that longing tor freedom Perfect 
freedom lies in the perfect harmony ol 
relationship which we realise in this world 
- not through our response to it in knowing 
but in being About his educational 
mission the poet wrote, ‘I established my 
institution in a beautiful spot tar away from 
the the town where the children had the 
greatest possible Irccdom undei the shade 
of ancient trees, and the field around open 
to the verge of honzon From the beginni ng 
I tried to create an atmosphere which I 
considered 'o be more important than the 
class teaching" ^ 

However, Tagore was disappointed with 
his Santiniketan school as he thought that 
It failed to cany on his ideas He opined, 
Tlie importunity of guardians had been 
responsible for the introduction of 
examination" which in a way spoilt the 
atmosphere of freedom and spontaneity ^ 
He was compelled to admit children from 
affluent families so as to cope with the 
problems of finance The guardi.ins were 
womed of the career of their children and 
insisted on introducing examination In order 
to continue with his experiment Tagore 
founded another school in 1924, “with a few 
buys who were orphans or whose parents 
were loo destitute to be able to send them 
to any school whatever" Because of 
financial constraints he did not enrol many 
students initially Tagore had high hope tor 
this school In fact, Tagore in a letter to 
Elmhirst on December 19, 1937, “attached 
much more significance to the educatioiul 
possibilities of Shiksha Satra than to the 
school and colleges at Santiniketan, which 
are every day becoming more and more like 


so many schools and colleges elsewhere in 
this country borrowed cages that treat the 
students minds as captive birds, whose sole 
human value is judged according to the 
mechanical repetition of lessons, presenbed 
by an educational dispensation foreign to the 
soil" ™ Tagore thought that Siksha Satra 
would vindicate his concept of education 
Unfonunately, it did not happen as he 
expected 

According to Sunil Chandra Sarkir, the 
departure’ (in Snniketan school) consisted 
in giving a prominent place to practical 
occupation through which the students were 
expected to gain direct expenence of the 
world around” It may be noted that L K 
Elmhirst had already started the lural 
reconstruction programme as the director ol 
theinstitutioncalled ‘School of Agnculture’ 
Tagore was the chairman ol the institution 
Community development through co 
operation and self-help based on the specific 
need of the village society received his 
attention during the phase of Srinikctan 
experiment It appears that Tagoic was 
exposed to the ideas and expenments of 
Dewey dunng this time, may be through 
Elmhirst, who was a student of Dewey s 
school Tagore might have been the souicc 
of inspiration but Elmhirst was the brain 
behind the Snniketan experiement It is 
interesting to note that the Snniketan 
experiment notviAthsianding, the basic tenets 
ol Tagore s educational ideals as stated in 
his early essay Tapoban did not change 
much over tfie ycais There is hardly any 
basic difference between the two essays 
Tapoban' written in 1909 and Ashramer 
Shiksha' wntten in 1936 ll is no wonder 
cither that Snniketan expenment has not 
been perceived to be the crucial component 
ol Tagore s educational expenment rather. 
It IS generally considered an appendix by the 
people at large 

V 

Interestingly the Brahmacharya Vidyalaya 
was founded at Bolpur in 1901 when'Tagore 
was wnting the poems called ‘Naibedya’, 
which carried the spirit of Upanishad 
prominently It was at this time in 1902 
that Tagore was called 'Gurudev' by 
Brahmabandhab Upadhaya, and he remained 
‘Gurudev’ throughout During this time 
Tagore even wanted to abide by the norms 
of ‘Samhita’ in framing the rules for his 
school In a letter to Manoranjan 
Bandopadhaya, he categoncally stated that 
whatever was against the Hindu religious 
codes should not have a place in the ashram 
school He further wrote, “the students in 
accordance with the norms stipulated in 
Samhita, should salute their brahmin 
teachers by touching their feet while to non- 
brahmin teachers they would only say 
namaskar with folded hands” ” In 1909, he 
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wrote 'Tapuban’. developing his ideas and 
concepts of education. No doubt, the 
spirit of IJpanishad is the essence of the 
essay. A few years earlier, in 1904, he 
expounded his Social philosophy in the 
essay ‘.Swadeshi Samaj'. In this essay he 
expressed his anxiety and analy.sed the cause 
of the disintegration of village life. He also 
made concrete suggestions for village 
reconstruction. 

A change, however, in his attitude towards 
the ritualistic aspects of brahminism may he 
noted since 1911 when he wrote the drama 
‘Achalayatan*. In this drama he ridiculed the 
ritualism observed by die-hard pncstly (laiple 
at the cost of the true spirit of the religion. 
Lest he is misunderstood, he clarified his 
position in this respect in a rejoinder to a 
criticism by Lalit Kumar Bandopadhaya, 
regarding the me.ssagc of the drama.'Tagorc 
said that he should nut be misunderstood as 
being against mantras or rituals as such. He 
maintained that rituals obstructing the quest 
for knowledge .md intellectual exercise were 
surely reprehensible but rituals helpful to 
enhance the mental horizon and urge for 
knowledge were no doubt laudable.One 
finds expansion of this attitude in the ptK'ms 
written during the period of ‘ Balaka' in 1916. 
In ‘Balaka'. he sang loryoiith and adventure, 
in a way discarded the idea of nationalism 
as geographical ghost, and eulogised 
humanism as universal ideal. At the same 
time, he disapproved of the pettiness of 
western culture and did not deviate from the 
spirit of Upanishad.’-^ 

It is all the more interesting that during 
mid-l92()s when .Sriniketan experiment 
was in progress, he wrote two ol his 
famous plays, ‘Muktodhara' in 1922 and 
‘Raktokarabi‘ in 1924. One may notice his 
reservation regarding ‘machine civitisalion‘ 
in these plays. In both the plays he is 
concerned about domination of machine 
technology over nature. His disapproval ol 
the exploitative character of the technocratic 
.society is quite evident. He went to Russia 
in 1930 and wrote two of his famous arti¬ 
cles. ‘ShiksharBikiran'in l933and‘Shik.shar 
Swangikaran' in 1936. In ‘.Shikshar.Swangi- 
karan‘. he repe.itcd many of his earlier ideas 
which according to him were still relevant. 
In fact, most of the famous quotes used by 
scholars arc from thc.se two essays. One may 
not find any basic difference between his 
earliest essay ‘Shikshar Her Per’ and these 
two, as there is no basic shift from his famous 
c.ssay ‘Tapobaif to ‘Ashramcr .Shiksha' 
written in 1941. It is difficult to find “a 
philosophical paradigm change in Tagore’s 
thinking on education” as stated by a former 
Upacharya of Visva-Bharati.’^ It may be 
true however that as his ideas on education 
developed, emphasis shifted from one aspect 
to other in response to the demand of the 
context. 


VI 

The special number of Visva-Bhamii 
Quarterly published in 1947, carried two 
articles on comparative study of educational 
ideas andexperimentsofTagore and Gandhi, 
by Anathnath Ba.su and Sunil Chandra Sarkir. 
Both the studies are illuminating but the 
points of differences between Gandhi and 
Tagore have been underplayed. Sarkir wrote, 
‘A comparative study of the two systems 
reveals similarities which almu.st amount to 
blood-relationship and differences which 
however, are not irreconcilable...”.”* Basu 
tried to reconcile the main points of di ffcrence 
thus: "As far as the principle of activity is 
concerned the two philosophies are 
unanimous: but whereas the activity principle 
has been mure con.sciously exploited and 
integrated throughout the basic curriculum. 
Tagore docs not elaborate the principle and 
build upcoherent cumculuin round it. ...Here 
perhaps the dilference is due to the fact that 
Tagore was laying down a philosophy of 
education and not • he principle of curriculum 
construction".**’ The argument is not at all 
convincing. For Gandhi it was not mere 
activity principle or question of curriculum 
construction based on it. It was much more 
than that. Gandhi wanted education through 
profit-yielding productive work and 
according to him. the crux was sclt- 
sufficicncy. According to Gandhi, “The 
manual training will not con.si.st in producing 
articles for a school museum, or toys which 
have no value. It should produce marketable 
articles. The children will not do this as 
children used to do under the whip in the 
curly days of the factories; they will do it 
because it entertains them and stimulates 
their intellect.’‘‘**’ForGandhi. basic education 
was a component of his political programme. 
He believed that existing system of education 
was defective in three important matters. 
First, it was based upon foreign culture to 
the almost entire exclusion of indigenous 
culture. .Second, it ignores the culture of the 
heart and the hand, and confines itself simply 
to the hc.id; and third, real education is 
impossible through a foreign medium.'" In 
1921 he wrotein ToM/ig/m/Ki that the scheme 
of education he envisaged would “ful fi I three 
purposes: make education self-supporting, 
train the bodies of the children ns well as 
their minds, and pave the way for a complete 
boycott of forci n yarn and cloth. Moreover, 
the children thus equipped will become self- 
reliant and independent.”'*^ He further .stated, 
"In such schools, s|)orts for the boys will 
consist in ploughing the fields. I1ic idea that, 
if our hoys and youths do not have football, 
cricket and such games, their life should 
become too drab is completely erroneous.’”** 
Gandhi wrote, “My plan to impart primary 
education through the medium of village 
handicrafts like spinning and carding, etc. 


is thus conceived as the spearhead of a silent 
.social revolution fraught with the most far- 
reaching consequences”.'*'* 

Tagore, however, could not agree with 
Gandhi’s basic thrust on self-supporting 
school and discarded the idea as unacceptable 
in a written message sent to the meeting of 
New Education Fellowship held at the Senate 
House of Calcutta University on December 
29, 1937. It appeared to him that the basic 
education scheme emphasised more on 
material needs than individual development. 
He was unable to support a system which 
replaced sports and games by productive 
work, and allowed the teachers a share of 
the profit earned by the labour of the 
children.^* One can notice a fundamental 
difference in the attitude towards life and 
work between Tagore and Gandhi. It is all 
the more interesting to note that even Zakir 
Hussain, in his deliberation at the Wardha 
conference, feared, “Teachers may, in 
consequence, become slave-drivers and 
exploit the labour ol poor boys. If this 
happens, 'Takli' would prove even worse 
than books. And we shall be laying the 
foundation of hidden slavery in our 
country.’”**’ K T Shah also said, "... instead 
of the prc.sent evil of cramming, the evil of 
over-work and undue extraction of labour 
from the .students would silently but surely 
creep in. and the real aim of education would 
recede into the background”.'*^ In fact, both 
of them differed with Gandhi regarding the 
course of development to be followed in our 
economic system. Shah noted, “It is all right 
to emphasise on manual work, but we should 
not forget that we arc living in the Machine 
Age. If you, therefore, lay too much emphasis 
on hand-work and keep the machine at a 
distance it would be detrimental to the 
economic well-being of the country”.'*'* It is 
no wonder that Wardha committee report 
watered down Gandhi’s thesis of self- 
supporting education. This was despite 
Gandhi’s warning, “If you think that machines 
arc really indispensable vou must reject my 
scheme and suggest a new one”.'**' 

VII 

A few words regarding self-supporting 
education may be necessary for 
understanding the significance of Gandhi’s 
scheme. Gandhi, and perhaps Gandhi alone 
among the Indian leaders, attempted to look 
at education from labouring people’s point 
of view. And here lies the difference between 
Gandhi and others. Gandhi correctly believed 
that children from labouring families work 
willingly to help their parents, to make both 
ends iTieet. They know that no work means 
no food.-'** In fact, Gandhi’s scheme of 
education through ‘profit-yielding productive 
labour’, if implemented universally, would 
have abolished child labour in the agrarian 
society. It would have strengthened the 
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position of agrarian workers in production 
relations. It could have built an economic 
base for them to fall back upon during their 
struggle against their landholding employers. 
Gandhi, however, did not spell out this aspect 
of his scheme of education, perhaps because 
of his ideology of non-violence, which 
apparently cannot allow sharpening of class 
conflict. But he noted that “children thus 
equipped will become self-reliant and 
independent. It would allow continuity 
between home and school. ** 

However. Gandhi’s opposition to machine 
civilisation though understandable, was not 
practicable. In fact, even Gandhi, as is evident 
from many of his other writings, was aware 
of this, and was agreeable to limited use of 
machine, particularly, machines like sewing 
machine which would enhance the 
productivity of manual labour without 
replacing it or reducing it to subordination. 
He was against domination of machine over 
human labour and natural forces. It may he 
tnic that Tagore also had some reservation 
against machine civilisation, as is evident in 
his plays ’Muktodhara’ and ‘Raktakarnbi’. 
Philosophically, both disapproved of the 
machine civilisation, particularly, its 
exploitative and consumerist characters. 
Tagore, perhaps, was more responsive to 
expediency, and as a result, was agreeable 
to mndernisatiun, though to a limited extent. 
After all he was a poet and political 
(ihilosophy was not his forte. Gandhi, on the 
other hand, was to develop his political 
philosophy based on ethics of manual labour 
as an alternative to colonial politics of 
economic and cultural aggrandisement. 
Gandhi had an uncanny sensibility to 
labouring (lenplc’s mental world. He wanted 
to develop his political philosophy in 
rc.sonance with the labouring people’s needs 
and aspirations in an agrarian society. His 
emphnsison manual labourisquitcsignificant 
as manual laliour is the only capital possessed 
by the labouring people. Large-scale industry 
is built by appropriating other’s labour for 
furtherappropriatioit. Labour is dchumani.scd 
by being reduced to commodity. Gandhi 
thought that modern machine civilisation 
was unethical and would ultimately lead to 
doomsday. 

Not all will agree with Gandhi in this 
respect, but the degeneration ofhuman values 
ami cultural decadence as are evident in 
industrially developed societies, cannot be 
wished away either. Even if we skip the 
larger questions involved, the need for a self- 
reliant system of education in a country like 
ours has been aptly proved by history and 
-recent developments. The main reason why 
Tagore failed in his Santiniketan experiment 
was that he had to concede to the importunate 
demands of the affluent parents whose 
children he had enrolled forfinancial reasons. 
Interestingly, for launching his Sriniketan 


experiment, he had to depend on financial 
support brought by Elmhirsi from abroad, 
which C F Andrews apparently did not 
endorse.*^ However, the reasons for the 
failure of Sriniketan experiment have not 
beendtscussed thoroughly as yet by scholars. 
No doubt, village reconstruction was the 
main agenda of Sriniketan experiment. In the 
words of Tagore. ’’ I had said in my article 
entitled ‘Swadeshi Samaj’ that we have to 
reconstruct our national life with the village 
as the centre’’.'*^ Sriniketan. however, could 
not become self-reliant despite all the 
schemes of improved poultry, dairy and 
agriculture, etc. ’Shiksha Satra’, the second 
educational experiment by Tagore, was 
reduced to ordinary school within a short 
period. Contrary toTagore’sexpcct'ation, the 
Santiniketan school, though lost its innovative 
and experi mental character, long ago. retained 
some glamour, maybe through its elite (read 
Calcutta) connection, while 'Shiksha Satra’ 
passed into oblivion. 

Incidentally, after 49 years ol 
independence, India had to go with begging 
bowls to fetch fund for primary education. 
India’s education policy is being allowed to 
be shaped by the World Bank. It is no wonder 
cither that the Bengal marxists, who once 
upon a time painted all the walls of Calcutta 
with graffiti denouncing World Bank, calling 
names, and demanding its top official to go 
back, now with a voltc-facc. roll out red 
carpet tor tii? same Bank officials and .seek 
patronage, it is strange that they did not feci 
any qualm to jump unto the bandwagon and 
join the District Primary Education Project 
(DPEP) funded by foreign agencies. The 
poverty of mind of Bengal marxists becomes 
apparent when even for preparing English 
primers for elementary classes, they .seek 
British expertise. It is ndiculous to think that 
foreign fund will be able to bail them out 
of the rot of state-run primary education. 
There is every chance that sudden pumping 
of .so much of fund will only accelerate the 
process of corruption which is embedded in 
the education system, and spread to the grass 
roots level. 


VIII 

It may be relevant in this context, todiscuss 
in brief, how Gandhi envisaged his scheme 
of self-reliant education. An attempt was 
made to calculate how much a student could 
earn while learning through producti ve work. 
It w.'is estimated that from the second year, 
a .student could earn one anna per hour through 
his work, which meant woiking fur four 
hours daily during 26 days a month, he 
would earn a total of six rupees eight annas 
a month.*^ In the basic education scheme 
monthly .salary of a teacher was fixed at Rs 
25 only. The salaries of two teachers could 
be met if 25 students paid two rupees each 
from their monthly earnings. Still they will 


be Icit with four ru|rec.s eight annas each 
every month. During 1930s in Bengal, an 
agricultural worker would earn about Rs 20 
a month. The highest wage rate during peak 
season ufjute cultivation was 11 annus daily. 

In the lean season it would come down to 
three annas daily. An agricultural worker 
would have to work from sunri.ic to sunset, 
with half an hour to one hour recess for 
lunch. At that time in cast Bengal, rice was 
available at seven seers a rupee and in 
Burdwan it was 11 seers a rup^ It can 
safely be said that a student could easily earn 
a maund (38 kgs) of rice a month. It was, 
no doubt, a great help for a family of an 
agricultural labourer. The children of these 
families would be able to come to schmil 
having a meal of pantha (boiled rice snaked 
in water), if they could earn the amount of 
rice. Those who are acquainted with the 
economic life of rural Bengal will understand 
the significance of such earnings. Children 
from labouring families would gladly work 
if provided with sufficient quantity ol food 
to cat. They arc nut shy of labour, rather, 
they arc quite used to it. In agrarian society 
labour is a way of life, nut only, a means 
of livelihood. 'Without an understanding of 
the work culture of an agrarian society, it 
would not be possible to appreciate Gandhi ’ s 
scheme of education. 

I'o my mind, cult ot play and adventure 
was an imporrunt component of Tagore’s 
concept of education while Gandhi adhered 
to the cult of producti ve work. Tagore wanted 
to turn work into play while Gandhi tound 
the spirit of play in work. Nature, cicative 
activities like music, drama, paintings, and 
dance, etc, had a prominent place in the 
process of education envistigcd by Tagore. 
Gandhi also gave importance to music and 
drawing but searched for bcauly in manual 
dexterity and productive work. Social, 
economic and political problems were always 
interwoven in his thought process. Tagore, 
true to his tcmpcramcnl. extolled the culture 
of leisure while Gandhi, true to his nature, 
upheld the culture ol wrirk. In this respect, 
there was fundamental difference in their 
attitudes towards lilc. However, both attached 
supreme value to love and freedom. Both 
discarded western consumerism. Austerity 
and manual labour constituted the basic 
components of Gandhi's human values. 
Tagore also appreciated the austere mode of 
living and dignity of labour but leisure was 
the core of his concept of meaningful life. 
It may be true as has been put by a scholar, 
that Tagore treaded on the ‘bhakti marg’, 
while Gandht opted for ‘karma marg’. 
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Bureaucracy and Urban Improvement - Can It 

Made to Last? 

Post-Plague Scenario in Surat 

Ghaashyam Shah 

The city of Surat has undergone a facelift in the post-plague period. Today it is acclaimed as the second cleanest 
city of the country. How has this sudden change come about? Whose and what kind of intervention made this 
change possible? Besides cleanliness, what other changes in the spheres of sanitation and hygiene have taken 
place? What are the constraint and limitations of such an intervention? Such, and other questions are explored 
by the article as it delineates the relationship between administration and politics, the state and the civil society. 


SURAThas improved its iinagcin the country 
in the post-plague period, particularly during 
1996. From one of the dirtiest cities, it is now 
acclaimed by the Indian National Trust for 
Arts and Culture (INTACH), the Bangalore- 
based NGO as the second cleanest city of 
the country. Chandigarh occupies the First 
position, llie acclamation was based on the 
survey of 80 cities of the country by the team 
of INTACH. The teams from various cities 
visit Surat to see the miracle and find 
possibility for replication. Any casual visitor 
of the city in the pre- and post-plague period 
would endorse the view of the INTACH. The 
visitors from Vadodara, Ahmedabad, 
Mumbai. Delhi, Nasik, Hyderabad, etc, in 
November-December 1996 observed that 
Surat was much cleaner than their cities. In 
fact, some groups in Mumbai have started 
a campaign to follow the path of Surat; to 
create Surat in Mumbai. Theye changes have 
both theoretical and policy relevance. 
Questions arise: besides the cleanliness - 
collection and disposal of garbage - what 
other changes in the spheres of sanitation and 
hygiene have taken place in the post-plague 
period? How has this happened? Whose and 
what kind of intervention made this change 
possible? What constraints and limitations 
do .such intervention have? How far arc 
these changes being in.stitutionalised and arc 
they sustainable? It also raises quc.stions 
related to the relationship between the 
administrative and the political wing, between 
civil society and the state. To what extent 
and how is the new culture in the city 
evolving? These and many other questions 
need a more detailed study than what is 
attempted here. This is an exploratory inquiry 
to delineate changes in the city and to probe 
into the possibility and scope for intervention 
in the given system. This brief note is based 
on a quick, two-week field investigation in 
December i996-January 1997. 

The World Bank evolved the new policy 
on \he urban sector, spelled out in Urban 
Policy and Economic Development: An 
Agenda for the 1990s. Later the United 
Nations Development Programme (UNDP) 
prepared a strategy paper. Cities, People and 
Poverty: Urban Development Co-operation 


for the 1990s. The new agendas emphasise 
on management of the local government fur 
enhancing productivity. While delivering 
‘opening address’ to the workshop on ‘Cities 
in the 1990s; The Challenge for Developing 
Countries’, Tim Lankester. secretary of the 
Overseas Development Administration, 
observed. “Governments the world over - 
nut just the donor agencies - arc now 
emphasising the importance of better 
administration, better governance if there 
is to be sustained economic and .social 
development. Nowhere is this more impor¬ 
tant than in cities. The people of large cities 
are arguably the worst affected by bad 
government. They arc usually the most 
politically conscious and therefore well 
capable of causing political difficulties at a 
national level if city government fails” [Harris 
1992]. The World Bank and other inter¬ 
national agencies have built up pressure on 
Indian government for taking steps towards 
improving urban management. As a part of 
the structural refonn process, the Indian 
government initiated ‘The Mega City 
Programme’ in 1993-94. The plague in Surat 
shocked everyone, raising a question: can 
liberalisation succeed with the present state 
of affairs in urban area? To improve the 
image of the country, the union and state 
government began to take steps to improve 
urban areas. Along with Ahmedabad, 
Vadodara and Surat municipal commis¬ 
sioners were given relatively ‘free hand’ to 
take measures for improving city life. The 
case of post-plague scenario needs to be seen 
within this context. 

During the plague the Surat Municipal 
Corporation (SMC) had no elected body as 
it was superseded in 1993. The city was 
waiting for the local government elections; 
though, except for political parties, parti¬ 
cularly the BJP, there was no upsurge in the 
city to gel an elected body. On the other 
hand, there was protest in the city against 
SMC officials in general and the deputy 
commissioner for health, the administrator, 
north-zone officer, etc. Their resignations 
were demanded. In the midst of emotionally 
charged atmosphere, a few'sensitive and 
committed senior officers were disturbed by 


all that happened in the city during the plague 
- particularly the tarnished image of the 
SMC in the public eye. They were feeling 
guilty that they could do very little to improve 
civic life. These officers arc known in the 
city for their uprightness, sincenty and com¬ 
mitment. They wanted to do .some-thing for 
the city but were feeling helpless. 

The government, soon afier the atmosphere 
cooled down and the city became normal in 
its business activities, changed the admini¬ 
strator. Like the predecessor, the new admini¬ 
strator was also part time as he was the 
municipal administrator in Ahmedabad. But 
there was a significant difference between 
the two. The latter was keenly interested in 
the development of the city. He was familiar 
with Surat as he was the municipal com¬ 
missioner during 1989-91. On the very first 
day of resuming duty, he said to us in personal 
conversation that he would like to take 
measures which could not be undone by the 
populist priorities of the politicians. He 
made efforts to involve local citizens and 
NGOs to launch a cleaning campaign and 
development of the city. Because of his 
involvement, health surveillance system was 
strengthened, and procedures for planning 
infrastructure facilities, particularly sewage 
and water, expedited. Though he could not 
do much which left a visible impact, however 
as an additional secretary, urban aftairs, he 
facilitated work of all municipal commis¬ 
sioners of Gujarat. He provided vision and 
leadership. 

Meanwhile, political changes took place 
in Gujarat. The Congress was badly defeated 
in the February 1995 state assembly elections. 
The BJP won power. With this, re-shuffling 
of the officers followed. The SMC commis¬ 
sioner Balwantsingh who completed his 
tenure, was replaced by S R Rao who was 
then joint managing director of the State 
industrial Investment Corporation. Earlier 
as the municipal commissioner, RajktA, and 
district development officer, Bharuch, he 
performed his duties sincerely and made 
impact but his work did not receive wide 
publicity as it has today. Rao was not keen 
on taking this new responsibility as it in¬ 
volved risk - to get discredit - as the city 
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had experienced the plague and was facing 
many problems. But he had no option. He 
a.ssumcd duty on May 2, 1995. In the first 
week, he visited zonal offices unannounced 
and made certain changes in the staff 'flic 
changes were appreciated by the local media 
as some of the officers were discredited in 
the public eye during the plague. Simulta¬ 
neously, the ongoing programme ol demo¬ 
lition of unauthorised buildings on Aswini- 
kumar Road, East Zone on May 4, as planned 
by his predecessor was carried out. 

Administrative Set-Up 

The municipal commissioner, under 
Bombay Provincial Municipal Corporations 
Act (BPMC), 1949, is the head of the 
administration He enjoys wide powers 
including formulation of the budget and 
proposals for various projects, subject to the 
approval of thcGencral Board (Corporation). 
The commissioner is empowered to prescribe 
the duties of exercising supervision and 
control overall the staff of the administration 
except the municipal secretary and the 
municipal chief auditor. Tlie first thing that 
Rao did was invigorating the administra¬ 
tion. He initiated certain measures to make 
the administration effective. The .steps 
were related to (a) motivating the staff; 

(b) structural changes in administration; and 

(c) decision-making process. 

Motivating the staff: (DFirst of all,instead 

of abusing and finding faults with the 
colleagues, he induced confidence that they 
had the capacity to meet challenges as they 
tackled the plague by reducing the death rate. 
“Even WHO has appreciated the performance 
Of the SMC staff during the plague”, the 
commissioner said. He appealed to the staff 
to work more for the welfare of the city and 
their own children. (2) It was repeatedly 
emphasised that though staff members of 
di fferent categories belong to di fferent salary 
structure, they are equal partners in the 
administration to serve the city. 'There is no 
CZAR there is no serf, we have one to one 
rapport on personal as well as administrative 
lines” [Surat Municipal Corporation 1996|. 
(3) Repeated emphasis was laid on senior 
officers visiting the field along with ward 
level sanitary inspectors (SI) and sanitary 
sub-inspectors (SSI). All senior officers, 
including the commissioner and deputy 
commissioners, were asked to be in the field 
in the morning from 7-.30 to 12-30 or even 
for longer periods to supervise the work, 
understand the problems of the citizens and 
also of the staff. Their visits were un¬ 
announced. ”1 urged my colleagues to 
temporarily sacrifice the comfort of their AC 
chambers”. Rao said. The commissioner is 
considered by his staff a workaholic. He 
generally leaves home early in the morning 
at six or even earlier, and visits various areas. 
The field visits of the senior officers have 
alerted the middle and tower staff. They fear 
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that at any time the boss, including the 
commissioner, would inspect their work. It 
has also brought a feeling among the tower 
staff that the officers do not merely sit in 
office but also share dirt, drudgery and 
di fdcultics of the field. “We felt enthusiastic 
during the last monsoon when Rao saheb in 
his jean trousers was standing in the midst 
of water with us and directing for pumping 
out water from the roads”, amunicipal worker 
recalled. “The switch from AC to DC (daily 
chores) culture proved rather traumatic. After 
all my senior colleagues were not used to 
the heat, exertion and filth”, Rao observed 
(The Times of India, Delhi, November 17, 
1996). The officers learnt the pmblems of 
the field through firsthand observation. 
During this period some of them visited the 
areas which they had not seen in the past 
several years of their career. (4) Work ethics 
and discipline have been emphasi.sed. 
Disciplinary action varying from show cau.se 
notice to termination from job, was taken 
agnimst around 1,200 employees (roughly 10 
percent of the total stafO including sweepers 
as well as senior officers. Initially, a few top 
officers were induced to take voluntary 
retirement. Initially, disciplinary action was 
taken against those employees who were 
known for their blatant violation of duty. The 
trade union leacters were taken intoconfidence 
in advance. At the second stage, the authority 
took action on the ground of negligence or 
irregularity on duly or insubordination to the 
higher officers. The action varied from 
stopping increment, fine, show cau.se notice, 
suspension to termination. Some were 
transferred from one department or zone to 
another. Though the union did not openly 
oppose the actions, one of the leaders 
protested against the action alleging that the 
SMC officers were treating the corporation 
as a personal firm and abusing their power 
to victimi.se the workers (Gujarat Prahha, 
February 20, 1996). But as the municipal 
employees had lost sympathy from the 
citizens, there was no support within the 
corporation or from the citizens to the 
suspended employees. In fact the action of 
the authority was hailed by media. Such 
action sent clear signals that indiscipline 
would not be tolerated. 

Structural changes in administration: 
(I) ThcdecentralisalionoftheSMCstructure 
by creating six zones that took place in 1993 
was strengthened. Under Section 68(2) of 
BPMC Act, tb'; commissioner may with the 
approval of the standing committee, 
“empower any municipal officer to exercise, 
perform or discharge” any powers which are 
his. By using this provision of the act, Rao 
delegated all his financial and administrative 
powers. (2) The staff has beer added at all 
levels in the .sanitary department varying 
from l9pcrccntto 114 per cent. The number 
of the chief sanitary inspectors has increased 
from 7 to 15; and of the ‘Safai kamdars’. 


sweepers, increased from 3.085 to 4,397 in 
1995 and 1996. In every ward there are 50 
or more sweepers. Each one of them is 
expected to cover approximately 33,(XX} sq 
ft area. Their work is supervised by the 
‘mukadams’ (supervisor). SSIs and Sis. 
(3) To facilitate the work of the officers, 
most of the senior officers arc provided 
vehicles fitted with high frequency wireless 
set. When they move in the field they are 
supposed to pass on information to the 
concerned zonal commissioner as well as 
concerned officer to take a quick action on 
complaints. If they find anything wrong they 
visit the nearest ward office and instruct the 
SI, who is the head of the ward, or sub¬ 
inspector to attend to the problem. (4) In 
order to avoid red-ta|x: and delay, direct 
communications between the departments 
and zones have been encouraged. “In the 
past as and when an officer of one zone 
wanted a particular machine, truck or 
something else from the other zone, he had 
to write to the concerned zonal officer with 
a request. The latter would supply the material 
after seeking permission from the 
commissioner. Such procedures used to take 
sometimes two to threedays. Now, one zonal 
officer can directly talk on phone to the other 
zonal officer or other officer and can procure 
the machine or get work done”, a senior 
officer said. The commissioner advi.sed that 
the ordcr/demand on the telephone should 
be executed without delay. (5) Though 
watertight divisions among the departments 
have been reduced, each officer - from the 
zonal officer to mukadum - Is made solely 
responsible for a particular area and the 
related work. Hence nobody could shirk 
responsibility. 

Decision-making process: (1) All senior 
officers meet everyday at 3.00 pm over tea, 
and discuss the performance of the previous 
day and plan for the next day. Apart from 
policy decisions, common problems faced 
by officers and experiences are discussed. 
They take decisions on important issues, 
breaking down interdepartmental barriers. 
These meetings keep every one on their toes 
and develop team spirit, though some of 
them feel that it has increasingly become a 
routine ritual. It is expected that such exercise 
develops ‘higher commitment' to 
implementation of their decisions. (2) In 
order to bridgethe gap between theexccutive 
and elected wing of the SMC, an informal 
co-ordination committee consisting of the 
commissioner, deputy commissioner 
(general), director of planning and other 
divisional heads from the administrative wing 
and the leaders of the elected wing - the 
mayor, deputy mayor, and the chairperson 
of the standing committee - meets everyday 
to discuss several issues. The committee 
takes decisions and the instructions are passed 
on to the zonal officers and concerned head 
of departments for implementation. The 
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iormula of informal committee came into 
existence in early July with the formation 
oftheelected body, inrespon.sc to the demand 
of the office bearers - mayor, deputy mayor 
and the chairperson of the standing 
committee. They complained that they come 
to know about the action of the SMC only 
through newspapers. They were not consulted 
by the officers in advance. “How can we 
explain to the people when we do not know 
what is done by us?”, a corporator said. 
(3) Rao has developed a modus operandi of 
decision-making in which all scni«r officers 
feel they are consulted. Rao has a knack to 
manage smoothly various factions among 
the officers. “Before taking major and 
sensitive and difficult decisions such as 
transferring persons from one department to 
another or launching a particular programme, 
he would individually talk to three-four 
colleagues and know their mind. Then he 
would handle the meeting in such a manner 
that all the members led that their opinions 
were considered and the commissioner took 
decisions with thcirconscnt”. a senior officer 
explained. Such a .style develops collectivity 
among the senior staff and weakens factional 
pulls. (4.i It is generally believed that 'the 
perfect bureaucrat’ is one who “manages to 
make no decisions and escapes all respon¬ 
sibility". Rao does not lit in this prototype. 
Unlike several of his predecessors, hchclievcs 
in taking decisions and owning them. Not 
only docs he encourage his senior colleagues 
- deputy commissioners, ional officers, city 
engineer, director of town planning and town 
planner - to take decisions, but be himself 
also owns responsibility for the decisions of 
the colleagues befoic the elected represen¬ 
tatives and the media. Senior officers gave 
us a number of instances in which they took 
certain tickli.sh decisions on the spot, which 
to their mind were necessary in a given 
situation as the best solution. The commis¬ 
sioner defended such decisions and main¬ 
tained that the particular decision was taken 
with his approval. This raised the morale of 
the higher level officers. 

Collection oe Garbage ano 
Cleaning Campaign 

During the plague, people were scared of 
garbage, it was almost believed that the 
garbage in the streets was the cause of the 
plague. According to cross-sections of 
society, dirtiness was the main problem of 
the city. The authorities and the media 
supported and projected this belief. And, 
during the plague and its aftermath, .several 
individuals and voluntary groups launched 
cleaning of the areas, though these efforts 
were localised, scattered and temporary. Rao, 
before coming to Surat as the commissioner, 
also believed that Surat was the dirtiest and 
filthiest city in the country. Therefore to 
clean the city was on his agenda. In the very 
first week of his as.signment, he reprimanded 


his staff in the office for throwing small 
plastic bags in the corridor of the corporation 
olllce. In the second week of May, thccomratn 
was given to a private party for cleaning the 
eastern bank of the river Tapi and silt in the 
south-west zone. In the third week, he 
announced that the SMC would recruit 675 
sweepers before the onset of monsoon (the 
second week of June) to intensify cleaning 
the city. Cleaning of the sewage lines and 
septic tanks was undertaken on a war footing 
before the rain started. With this the SMC 
launched Health Care Operation in the last 
week of May. As a part of that, intensive 
thorough inspection of hotels and shops 
selling sweets and other eatables was 
launched to prevent diarrhoea which is a 
major disease in the city. In Surat, besides 
water, fmxi is also responsible for the disease. 
It is called Surat diarrhoea. Tlie commissioner 
himself with the .sanitary staff began sudden 
inspection of the big known hotels and found 
stale and unhygienic tinxl and fmxlstuff in 
large quantities. The owners were not only 
pcnali.scd but also compelled to keep their 
establishments closed for periods varying 
fnima wcekto iOdays forcompletccleaning. 
A similar campaign was started against 
known confectioneries particularly shops 
selling .sweets, meat and fish. The details of 
the nature of fmxlstuff delected in these 
restaurants and shops were given wide 
publicity in the media. This was scn.sational 
news lor the city as the Suratis arc fond of 
eating. Surat is famous for delicious fond. 
Rcspon.se from the public for the drive was 
overwhelming. Several letters to the editors 
of different newspapers, praising the action 
of the commissioner were published. One of 
them said, “the peace-loving, tolerant, 
innrx'cnt and cultured people of Surat are 
with You (Rao)” [Gitjarai Mitra, June 14, 
I99S|. Another citizen wrote, “Rao Saheb 
go ahead, people of Surat arc with you" 
\Gujaral 14,1995|. People were 

appealed to support Rao's campaign for 
cleaning the city and making it beautiful 
|A^«v Gujarat Times, June 22, 19951. Some 
wrote on the ballot papers for the SMC poll. 
“Do not remove Rao from Surat” [Gujarat 
Mitra. June 14, 19951. The campaign for 
inspection of hotels and shops continued for 
six to seven months. A .system of routine 
quarterly checking of hotels and restaurants 
has been systematised. 

As a part of the campaign, two activities 
have been simultaneously undertaken; one, 
closely supervised and regular cleaning of 
the streets and disposal of garbage; two. 
broadening roads. Forrcgularcicaningof the 
city, the SMC not only recruited more staff 
but also added vehicles and garbage 
containers. There were 26 trucks and 70 
dumper placers in 1994-95; 25 tractors have 
been added. The number of containers 
remained unchanged at 600 though some 
were replaced as they were not useable. The 


SMC. during this pcritxl put 445 garbage 
bins, relatively smaller than the containers, 
which can be manually removed and can be 
kept in narrow lanes where trucks could not 
enter. Moreover, the work of construction 
of small f(K>tpaths paved with rough Kota 
stones (smooth hard stone from Rajasthan, 
used for floori ng which can be cleaned easi ly) 
not only on the main roads but also in lanes 
and by lanes which began in 1991 has been 
continued on priority basis. Such fiKitpaths 
though not useful fur pcde.strians, facilitate 
cleaning the roads and collection of gaibagc 
and also work as natural drains. 

The city is divided into 52 .sanitary wards, 
headed by SI. The detailed micro-planning 
fur sanitai 7 purpose containing placement of 
the garbage containers and bins, nuisance 
spots, name of .sweepers and suiiervisors. 
distribution of responsibi lity, etc. is prepared, 
in each ward, the sweepers work in two 
shifts: from 6.30 am to 11 .(X) am in summer 
or 7.(X) am to 11.30 am in winter; and from 
2.30 pm to 5.30 pm. Whenever there is 
necessity for more input of staff, the private 
agency is hired fur brushing, scraping and 
lifting the solid waste to the final dis|xisal 
sites. The sweepers sweep and collect 
garbage, put it in the trolley given to them 
and carry it to either the garbage bins or 
containers at the nearest spot. On an average 
one sweeper covers the distance of l.tXX) 
yards from the place of collection of garbage 
to the containers or garbage bins. The cleaning 
is done in the morning whereas in the 
afternoon a special dri ve is launched to sweep 
the main road*- ' 'or identified roads/ 
pockets. Moicovcr. high tialfic and density 
areas and vegetable markets are cleaned 
during the day and at night. The SMC has 
idantificd 415 nuisance spots (gaibagccollec- 
tion p<iints) which arc specially attended. 

Sweeping of the city is largely carried out 
by the staff of the SMC, except the areas 
which require special attention and more 
staff. For in.stancc, the work of ‘janjaru gali’ 
- service alley - in the old city is given to 
private contractors who work under the 
supervLsiun of the SMC sialf They are 
cleaned once a week or twice a month, 
depending upon the need. Janjaru gali is a 
narrow lane, hardly three to four feet wide, 
between two rows of hou.ses. In the past, 
sweepers u.sed to collect baskets containing 
human excreta from toilets in these lanes. 
Now the toilets arc converted into Hush toilets 
so manual col lection and disposal of nightsoil 
IS not ncccs.sary. People u.sc the.se lanes for 
throwing garbage. Open plots - private, 
corporation or government-owned - which 
have become garbage dumps and squatting 
nuisance spots are cleaned daily. Moreover, 
industrial waste fromthrecestates. Pandesara. 
Udhana and Katargam are dumped into 
plots identified or at the final disposal site 
at Bhatar and are covered immediately 
with earth. 


609 


Economic and Political Weekly March 22. 1997 



' The containers and garbage bins arc lifted 
and carried to the disposal sites every day 
by dumper placers and trucks. Except for the 
western zone this work is done by the SMC 
staff. At the disposal sites an electronic/ 
mechanical weigh machine is placed and the 
total waste is weighed by the SMC staff. 

The intensive drive for cleaning streets 
was launched phasewise in June-July l<)95. 
First of all, around 20 main roads ot the 
central /.one ol the city were identified to 
create zero garbage roads. The work for 
those roads was distributed among the 
sanitaiy sub-inspectors and each ol them 
was responsible for a sped tic road. S weejK'rs 
were asked to clean the roads before 7 to 8 
O'clock in the morning. They were again 
cleaned in theevening. Later, the shopkeeticrs 
located on thc.se roads were persuaded to 
keep a bin to collect garbage and give the 
collected garbage to the sweepers cither in 
the morning or late evening. They realised 
that their roads could remain clean. Slowly, 
other areas were adsled. As a result of the 
drive, the collection of solid garbage has 
more than doubled from 4()0 MT |icr day 
before May 1995 to 850 MT per day during 
1996. During the rainy season the collection 
of .solid garbage was l,HX) MT per day. 
During our visit to different parts of the city, 
we observed that nearly 95 per cent contni ners 
and garbage bins arc emptied everyday. 
According lo a recent study, 82.5 per cent 
of the garbage is cleared in Surat, as against 
74 per cent and 69.5 per cent in Ahinedabad 
and Vadodara, respectively |Parikh 19971. 

Several small platforms ofheight and 
6'xlO' width are constructed on road sides 
for garbage containers. It facilitates cleaning 
of the area near the containers as people often 
throw half the garbage inside the container 
and half outside. After replacing the container, 
gamaxinc is sprayed on the platlorm. 
Insecticides were indiscriminately used 
during the plague. This has continued. On 
an average II7.2.< kg gamaxin, 4,0.59 kg 
lime dust, .LI00 (ml) AFM, 31799.511 (ml) 
DDVP and 2.57 (ml) fly-bait arc sprayed by 
SMC everyday. They arc toxic. The 
employees who spray these in.sccticidcs do 
not use masks and hand gloves provided by 
the SMC. Long-term impact on health of 
indiscriminate use of insecticides need 
examination. But the people are happy with 
this. Several persons, in middle class as well 
as slum localities, have shown the spray with 
pride. And, according tooncSMCofficcr. who 
is aware of the dangers of reckless spraying, 
“this IS for public relation, this is what |7Coplc 
appreciate”. However, this spraying of 
gamaxine is reduced considerably nowadays. 

Once the system of regular collection of 
garbage and sweeping of the streets was in 
operation and began to make an impact on 
public eye, the SMC introduced what it calls 
‘administrative charge', in public parlance, 
penalty, on those whosp taps leaked and 


water overflowed on to roads, on factories 
discharging effluent on the roads, and also 
on those who do not dispose their garbage 
in garbage bins or containers but throw it 
in the streets. The shopkeepers, hotel owners, 
etc, arc expected lo keep garbage collection 
bi ns i n thei r premises and dispose the garbage 
in the containers. The hoteliers arc expected 
to keep the leftover food in polyethylene 
bags so that the liquid waste does not wet 
dry garbage, and reduce flies us well as 
nuisance of dogs and pigs. I^irgc hotels arc 
expected to dispose of their garbage at the 
garbage disposal place at their own cost. 
Those who fail tocomply with the instmetions 
have to pay ‘administrative charge' as the 
corporation has to make special effort to 
clean the streets. The charges so tar collected 
are arbitrarily decided by the officers In 
order to ailitin targets to show 'elficicncy', 
some officers tend to misuse the power by 
penalising the innocents. The charges vary 
from Rs 50 to Ks 1.25 lakh. During 16 
months from .September 1995 to December 
1996, the corporation collected more than 
Rs 39 lakh from 27,556 persons. On an 
average 1,722 persons per month paid these 
charges for throwing or leakage of water or 
throwing garbage in the street. 

In 1991, the .SMC began paving the internal 
roads of the slums with Kota stone so as to 
lacihtate cleaning. By 1996, 75 percent of 
the slums are paved with rough-Kota stones. 
Moreover, recently surface drains have been 
constructed in each slum so that water docs 
not get dispersed hither and thither or docs 
not accumulate and get logged outside the 
dwellings. These slums are cleaned every 
day by a sweeper and drains are cleaned once 
a week. We visited some of the worst slums 
observed by the C.SS during the study in 
1990-91, and found them cleaner than in the 
past. My two colleagues who did the study 
of Surat slums observed that it was difficult 
forthemin 1991 to enter these slums as water 
with unbearable odour flowed everywhere; 
but it was at least not so in December 1996 
when we visited them. Maya Vaicchha of 
Fadkar and Father Amalraj of Navsarjan, 
working in slum areas, feel that in compuri.son 
with the past, the slums are more clean. 
“Sweepers do come and clean the slum, but 
the garbage containers arc not properly 
maintained''. Vaicchha observed. 

The SMC launched a programme of 
construction of toilets in slum areas in early 
1995. By the ei. J ol 1996,40toilet complexes 
were constructed through two NCOS; 
Sulabha and Paryavaran. On an average each 
complex has 20 scats, with water, electricity 
and sanitation facility. They function on the 
basis of ‘pay and u.sc' principle. The women 
and children under 12 years may use it without 
payment whereas males are required to pay 
Rs 15 per month or .50 paise per use. This 
facility is not yet fully u.sed, partly becau.se 
it is a matter of time to develop the habit. 


But a habit does not develop automatically 
with mere provision of facility. It also requires 
a campaign involving local persons motiva¬ 
ting their neighbours to use the toilets. More¬ 
over, the toilet block in a slum is, as per norm, 
meant for maximum 1,000 persons (50 
persons per scat). At many places this is 
inadequate particularly in morning hours. It 
may be mentioned that some of the toilet 
blocks visited by us, were not regularly main¬ 
tained. At one place water was not available 
during the visit; at another place a water tap 
was broken and had not been repaired after 
two days. At one place effluent of the nearby 
I actories had accumul ated near the compound 
wall ofthc toilet complex, giving filthy smell. 
No mechanism for supervision by the users 
has .so far been evolved. 

Road Widi-.ninci and Di-.moi.ition oh 

IJNAUTHORISbl) CoNSTRIKTIONS 

As land prices skyrocketed, illegal or 
unauthorised construction activities have 
mushtoomed in all cities of the country. 
.Sural IS no exception. A large numbei ol 
builders constructed cither whole or parts of 
buildings without the approval of the SMC; 
or they constructed buildings for ditlercnt 
purposes than the approval specified. Some 
constructed buildings on land marked as 
‘reserved' lor roads, public parks, playground 
or other public purposes under the town 
planning .schemes (TPS). A few consti actions 
al.so came up cither on municipal or govern¬ 
ment land. Some extended Iheir area and 
encmached on public land Such unauthorised 
or illegal constructions arc found in all parts 
of the city. No data is available to ascertain 
Its scale. Such construction, more often than 
nut, has continued m the city with the con¬ 
nivance of the municipal officers and political 
leaders irrespective of their political colour. 
We have often heard in the past from builders 
that “no plan is approved by the S MC without 
giving money”. The officers used lo advise 
that “get approval for a particular plan as 
required by rules but then do whatever you 
want to do”. Several builders believed mat 
“we should not care for approval and should 
go ahead with the construction. If the SMC 
ulficers come fur inspection, we can buy 
them. They take money and go away”. In 
the past, every year a few illegal or unautho¬ 
rised constructions have been demolished 
here and there but there was never any 
sustained operation. The officers used to 
carry out the work to show their authority 
and also to go on record that they were doing 
something. Sometimes the builders either 
u.sed to get stay order from the court and/ 
or successfully exert pressure on the com¬ 
missioner and the party in power to stop the 
demolition. 

Demolition of unauthori.scd buildings in 
TP schemes area in east, north and south 
zones went on intermittently for the last 
several years. Rao, after taking charge of the 
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office, gave the green signal to the town 
planning staff to continue the demolition 
work which was in process in the north zone. 
Similar work continued with speed in the 
south zone, Udhana. Initially people were 
apprehensive of Rao’s enthusiasm for 
demolition. Many took it as a routine, which 
according to them, all the commissioners 
used in the beginning “to impress people". 
Therefore, when along with the demolition, 
the operation of the inspection of the hotels 
and sweet shops began, some said in early 
June, “Commissioner Saheb! let this not 
be 'Char din ki Chandani fir Andheri rat’ ” 
[NewSural Times, June I, 1995], i c, little 
gain and more pain. Rao first targeted big 
and powerful builders who enjoyed lot of 
influence in political circles. Several buil¬ 
dings which were constructed without 
permission or raised the floor or encroached 
on public land were pulled down. They 
include a building worth R$ 12.5 million, 
illegally constructed by a powerful political 
leader. This was hailed by the local popula¬ 
tion, who had voted for him five years before 
for the state assembly as an Independent 
candidate, with unprecedented ovation. The 
Congress leaders alleged that the commis¬ 
sioner was .Jcmolishing buildings of the Con¬ 
gress men and did nut take similar action 
against the illegal construction of the BJP 
politicians. Some builders mobilised the 
affected people and other business establish¬ 
ments to protest against the demolition by 
organising demonstrations and bandhs for a 
day or two. 

Demolition of the buildings for widening 
the roads so as to reduce traffic congestion 
had been going on at snail’s pace in Athawa, 
Randcr, Varachha and Udhana areas lor the 
last few years. Under Rao’s leadership the 
work continued with vigour and speed. He 
is the first commissioner who gave priority 
to widening roads in the central zone. It may 
be mentioned that the standing committee 
prescribed and the general board approved 
in the mid-1970s, the line called “the regular 
line of the street”, particularly for the main 
roads of the central city As a consequence 
some portions of the buildings required to 
be demolished. But the decision of the 
.standing committee remained on paper for 
nearly 25 years. Rao was determined to 
implement the decision. To accomplish the 
task, the commissioner used the additional 
power vested in him under sections 211,212. 
and 213 of the BPMC act, 1949, to acquire 
pait of those buildings which come in the 
street line and demolish them. The pro¬ 
gramme for widening the main roads by 
eight feet width between the Chowk and the 
railway station of the old city called Raj 
Marg, was launched in August. Initially, the 
BJP leadership was lukewarm on the 
proposal. Some of the leaders wanted to wait 
for a few months. The party had undergone 
a great tension within. This was the time 


when the power struggle within the party at 
the state level, and consequently at the local 
level, was simmering. 'Tbere was mounting 
public pressure for demolition and the com¬ 
missioner was determined to carry out the 
work. A large numberof the BJPeorporators, 
nearly 77 per cent, 28 out of 36 whom we 
interviewed soon after the elections in late 
June, believed that traffic and roads are the 
major problem of the city. They believed that 
illegal construction should be removed to 
widen the roads. “We should not get influ¬ 
enced by the vested interests and the decision 
of the street line must be implemented without 
further delay”, a number of the corporators 
said to us. In such a situation, the party 
leaders had no other option but to give in 
to maintain the image of the party. As the 
demolition began, several shop-owners who 
were adversely affected by the demolition 
asserted to the BJP leaders that “We are BJP 
supporters, we voted for you and now you 
arc penalising us”. To them the leaders said, 
“you belong to the BJP and now the party 
asks you to make a sacrifice for the party. 
You should come forward for voluntary 
demolition”. And, according to the leaders, 
shop-owners, despite the protection, as most 
of them got the stay order from the court, 
agreed to pull down the required part of their 
buildings. However, this spirit did not 
conti nuc for long as the demol i t ion progressed 
further. The jewellers in the central zone 
made a hue and cry when their turn came. 
They said that the jewellery market “is the 
nose ol Surat, did we give armloads of votes 
to BJP for this (demolition)?” | Gujarat Mura, 
August 30, 1995]. Some BJP leaders also 
publicly opposed demolition of illegal 
construction. A top BJP leader .said that, “wc 
will not toleiatc the activities (of the 
commissioner) for creating terrorin the city” 
[GujaratSamachar, .September I, 1995). A 
faction of the ruling party, the BJP. went to 
the extent of initiating a campaign of ‘Rao 
Murdabad’, (down with Rao) [Sandesh. 
September 4,1995). At one time as reported 
in the press, he was ordered not to demolish 
the jewellers’ shops [Gujarat Samachar, 
September 1, 1995). Pressures were built 
upon him to spare certain areas or property. 
But he did not buckle under the threat. He 
had already declared a month before that he 
would prefer to resign or get transfered rather 
than succumb to pressure [Gu/aratSamoc/iar, 
June 5, 1995]. In his drive for demolition 
and cleaning the city, he received un¬ 
precedented public response which made 
him overnight the saviour of the city. Media 
supported his efforts. A large number of 
intellectuals and social activists of the NGOs 
supported thecommissioner’s action. Seven'll 
people said that “Kashirain Rana, the Member 
of Parliament who opposed Rao’s action, 
was not the Supremo of the city. He is an 
elected representative of the people and the 
people have the right to call him back” 


[Gujarat Mitra, September 6.1995). Number 
of ‘Rao Fan Clubs’, squads called ‘Rao Sena’ 
were formed to support the commissioner. 
Hisactions were acclaimed: “Rao was giving 
birth to new Sural”, “New horoscope of the 
city was being written by him”; “the operation 
of Vir (brave) Rao is ‘n bhuto n bhavishyati’ 

(i e, such thing had never happened in the 
past and would not happen in future)” 
[Gujarat Mitra, August .30, 1995- Sandesh, 
September I. 1995, and January I. 1996]. 
One person wrote that “Rao Saheb! do .such 
a thing that people begin to say, ‘Tuje chaha 
hai, tuje paya hai, ab ja ke Rao me yakin 
aya hai’ ”. (We love you, wc have got you 
and now wc have faith in you.) [Nav Gujarat 
Times. August 7, 1995]. With this support 
he executed the implementation of the ‘the 
regular street line’ in the central city. All 
tactics - threat, persuasion and public 
pressures - were used to accomplish the task. 
It was unprecedented in the history not only 
of Surat but any city of the country that more 
than 78.5 thousand sq metre area was acquired 
by demolishing fully or partly illegal or 
unauthorised constructions in a year's time. 
Roads 45 kms in length were added, demo¬ 
lishing 45,000 shops and some dwellings, 
notwithstanding the fact that nearly 70 per 
cent of these buildings hud stay order from 
thecourt | Surat Municipal Corporaiton 1996). 
Thu owners of such buildings volunlccrcd 
for demolition of t^icir own buildings. Only 
in the central zone the SMC paid Rs 23.7 
million as compeasation. Of course, all iho.se 
whose property was demolished were not 
rich traders. The compcn.sation that they 
received was meagre. It is less than onc-third 
of the current market price. Moreover, the 
compensation was given after deducting' city 
improvement’ charges. Their business came 
to complete standstill for more than three 
months; and they took six to seven months 
to renovate the remaining part to start the 
establishment again. Most of them have 
somehow managed the crisis and restarted 
the business. But a few of them who have 
completely Inst sources ot livelihtnid are in 
great trauma. Several landlords used this as 
an opportunity to evict the tenants. This has 
affected mental and physical health of the 
victims. Five hundred such families have 
been offered, by the SMC. alternative land 
for construction. But very few have availed 
of it The offer is not attractive as they have 
to pay market price for the land and to spend 
money for construction. Moreover, the 
alternative place is not only away from the 
present place, but it is on lea.se for .30 years 
and not on ownership. However, what is 
surprising is that their agony has not sensi¬ 
tised any poet and painter of the city. No 
newspapers have considered their story 
worth covering. Their problems have not 
been even mentioned, not to speak of being 
discussed in any public forum. They seem 
to have been forgotten in the debris of the 
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demolition. Why? Thi.s requires a separate 
study. We have at present no answer to 
offer. 

Twenty-four slums and around 3,200 
dwellings have also fallen victim to the 
construction of the new Surat. They have 
been removed from their settlements as they 
were “obstacles in widening the roads". This 
is not the first time that the slums have been 
removed. This has been happening for the 
last many years. There was initial resistance 
and the Congress Party organised 
dcmon.straiion of the slum dwellers. Some 
Congress leaders accused Rao as ‘mafia’ for 
taking law in his own hands. But there was 
no response from the public, in fact, the 
middle class and the press ridiculed the 
Congress. On the other hand, some slum 
dwellers volunteered tor the demolition of 
their dwellings and expressed willingness to 
shin to the new site. Almost all - nine out 
of ten - affected households of these slums 
were given alternative sites at distances 
varying from Ic.ss than a half km to five kms 
from their place of residence. Mo.st of the 
new sites have been provided, before shi fting, 
with levelling of land, street electricity, water 
stand-post, roads and public toilets and 
drainage, though open, where water could 
flow. 

A handful of individuals opposed ihc 
demolition. They charged that Rao was taking 
the law into his hand and intimidating the 
citi/cns. A squad against demolition has 
been formed. Rui such atlcmpis not only did 
not receive any significant public response, 
but were hooted out as agents of vested 
interests. Tlic media and the vocal sections 
of society stream rolled all opposition; us if 
tliere was no place in .society for dissent. 
However, during the same period. August 
19%, religious leaders, saints and sadhus 
who supported Rao when the Congress Party 
took up the cause of slum dwellers, opposed 
his dcci.sionprohihitingdiggingpilson public 
roads to build mandap (a temporary struciurc 
erqcled on festive occasions) for the l.ord 
Ganesh. The Gancsli celebration committee 
organised rally and dhama to protest against 
the decision of Rao. They challenged that 
“let Rao put behind the bar as many persons 
as he could do but we shall dig pits for the 
‘mandap’ of Ganesh...it is shameful that the 
people elected as many as 98 corporators 
belonging to Hindu-vadi. (pro-Hindu BJP) 
party and yet they have to organise morchu 
on the issue of construction of ‘mandap’ for 
Lord Ganesh" [Sundesh, August 24, 1996], 
'The SMC could not prevent the sadhus 
from digging pits on the roads for the 
Ganesh festival. Recently, a religious Iciulcr 
publicly cnlici.scd Rao as Ihc SMC tried to 
remove a part of the construction of the 
ashram built on ‘reserved land’ for water 
works on the TP scheme. His efforts were 
countered by the C'ti7.ens in general and 
intelligentsia in particular. The BJP leaders 


have opposed the saint and supported Rao's 
action. 

Rao survived the pressures of the vested 
interests - political, economic and even 
religious-largcly bccauseof public support. 
The support is unprecedented. People tom 
cross-sections of society - powerloom 
worker, hawker, physician and the factory 
owner - .said to us that the city wanted such 
a person otherwise “we will have the plague 
again”. “He has come at the right lime as 
a saviour", a school teacher said. Intra-party 
faction fight within Ihc ruling BJP has also 
helped him. When one faction wanted him 
to be transferred, Ihc other faction prevented 
it. .Several BJP leaders arc uncomfortable 
with him. They feel that Rao gets credit for 
everything and the party gets 'di.scredil' if 
anything is wrong. Recently, in a TV 
interview, the BJP leaders look all the credit 
for the new image of Surat and completely 
ignored Ihc contribution of the commissioner. 
There was hue and cry in the newspapers 
against the political leaders \ Gujarat Mitra, 
F'cbniary I7and 18. )9')l\GujaraiSamachai, 
February 17, I997J. Moreover, often 
priorities of the elected and executive wings 
clash. But at present the party bosses would 
not like to touch Rao because of public 
prc.s.sure.Tliey willy-nilly .support him. How 
long this alliance will continue is dilTicult 
to say. The Congress tried to discredit him 
by mobilising the slum dwellers but could 
not succeed partly because the corporation 
provided infrastructure facilities at the new 
sites where the slum dwellers were shifted. 
Secondly, the Congress was a discredited 
party even among the slum dwel Icrs as under 
Ihc Coiigicss regime slums in the city were 
removed in the past and they were not given 
adequate infrastructure facilities as offered 
by the present regime. 

While evaluating his work at the end of 
the first year Rao said, “We might have 
succeeded in demolishing only one per cent 
of the illegal conslmclion of the city. In this 
city there arc several thousands of 
unauthorised and illegal con^ructions. We 
have largely targeted big persons because we 
wanted to establish that in this city law exists, 
and we wanted to remove the i mpression that 
one cannot buy everything and build 
unauthorised buildings with money. People 
now have realised that not only law exists 
but before buying property people tom poor 
and middle class started inquiring whether 
the construct, m was legal or not. This is our 
success” IS R Rao’s interview, Gujarat 
Prahha. May 6. 1996], 

RhOKF.ssAL OF PiiuLir Grif.vances 

In order to make the administration 
responsive to the people and redress their 
grievances, reply card system was introduced. 
11ie grievances arc divided into two broad 
categories: one related to sanitation and the 
other related to engineering. The complaints 


related to .sanitation are classified into two 
groups: those which arc expected to be 
disposed of within 24 hours and others to 
be disposed of within 48 hours. The former 
includes complaints regarding removal of 
dead animals, leakage in water pipes, 
overflow of drain, removal of garbage pit. 
etc. The latter include complaints such us 
cleanliness in the .street, cleanlinessof public 
toilets, overflow and cleanliness of septic 
tanks, stale food served by hotels, etc. The 
various zone offices together recei ved90.000 
complaints between September 1993 and 
December 1996. Thus, on an average 5.651 
persons regi.stcrcd complaints in a month 
related to the first category. The total 
complaints of the second category during the 
same period were nearly 26,(X)0. That comes 
to an average of 1.618 complaints per month. 
Moreover, the complaints related to 
engineering work such as removal of fallen 
trees or electricity poles, etc. arc expected 
to be attended to within a day; whereas the 
complaints regarding non-functioning of the 
street lights are required to he rectified within 
three days. 1’hc zonal offices send replies to 
the complainants regarding the disposal of 
Ihc complaint. The SMC cluin.s i. ii all the 
complaints have been disposed >f tihin the 
stipulated period. Though this .seems to be 
by and large valid, nonetheless, we have 
come across quite a few cases in which the 
complaints, particularly ol Ihc lower strata 
of .society, have remained unattended. Maya 
Valecha showed me a garbage bin in a slum 
on Varachha road which had many holes and 
garbage was coming out of it. A resident ol 
the slum requested the /one officer to change 
Ihc container, but nothing hud happened fur 
a month or .so. “Rao saheb. whenever we 
approach him, immediJlcly gives in.structions 
to his subordinates to attend to our problems. 
But you cannot bother him too often. And 
the local officers at the zone level do not 
pay attention to our grievances. Their 
attitude upwards us. the slum dwellers, has 
remained unchanged”, Janaki. aslum dweller 
told us. 

The chairperson of the health committee 
forced one factory to shut down in March 
1996 for throwing effluent on the road and 
creating pollution. The factory was fined and 
allowed to operate. Pollution by chemical 
effluent still continues. In June the 
commissioner warned all the factories that 
within 15 days they should create a system 
as per the guidance of the Gujarat Pollution 
Control Board for treatment of the effiuent 
water before throwing it in the municipal 
scwagc”(Ciyartif Wif/w, June 18.19961-“If 
they do not comply the SMC has power to 
close them down”. Rao threatened the factory 
owners. However, the threat has so far not 
worked and the situation has remained the 
same. The factories continue to throw 
untreated effluent either in sewage, river or 
creek.* Similarly, the working condition of 
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powerloom and diamond workers has 
remained as unhygienic as before. Labour 
laws continue to be violated. And the workers 
of the informal sector continue to live in 
wretched condition. In fact their hardships 
have increased with beautiftcation of the city 
as their dwellings have been shilled, a number 
of small petty shopkeepers lost sources of 
livelihood, hawkers get increasingly harassed 
by the police and municipal staff. Housing 
conditions of the lower middle class and 
slum dwellers have not improved. Many of 
these problems, closely related with the health 
situation, are beyond the juri.sdiction of the 
municipal commissioner to tackle. To expect 
him to do everything is not only a.sking for 
the impossible from a bureaucrat but it is also 
gravely dangerous for democratic system. 
What is striking is that these iiisues are not 
on the agenda of political parties, trade unions 
or NGOs. At present every one is 
overwhelmed by the beautification of the 
city. 

The .SMC oflicers have learnt a hard lesson 
during the plague that the local media could 
magnify their lapsus and could find fault 
even with well-meaning actions. This could 
tarnish their image. Therefore, at the initial 
stage it was decided that the local Journalists 
have to be won over to carry out effectively 
the programme of demolition and cleaning 
of the city. The commissioner and his team 
of officers have successfully cultivated 
friendly relations with the leading journalists. 
This has so far worked quite well in favour 
of the executive wing of the .SMC. The local 
newspapers have all along supported all 
action.^ of the commissioner. The opinions 
through sponsored interviews of the cross 
sections of society, letters to the editors 
complimenting Rao have been prominently 
projected; and the critics have been ridiculed, 
quoted out of context, or ignored. 

Ovr.RVipw 

The .Surat municipal commissioner S R 
Rao has indeed done an exceptional work 
in changing the image of the city. The city 
is much cleaner than the past. Roads have 
been widened. A large number of illegal 
constructions big and small, have been 
demolished. Of course, there is a long way 
to make the city healthy. The performance 
of Rao is exceptional becau.se most of the 
bureaucrats holding similar positions arc 
not involved in the job - which they arc 
expected to perform. The major lesson that 
Surat gi ves; it can be done i f one is determi ned 
to carry out the job with sincerity. There is 
a space within the system for remedial 
measures. 

Rao could do it because of his personal 
commitment, priorities, and .style of 
functioning. The objective situation of the 
city facilitated his task. Political parties have 
been utterly discredited. After the communal 


riots of 1992, and flood and plague of 1994 
people of Surat though fragmented on caste, 
religious and class lines, were in desperate 
need to have someone as messiah to tackle 
the problems of the city - to make it liveable. 
The middle class and the nch who cherish 
a dream to live in a beautiful city of the 
western model, having fly-overs, bridges, 
wide roads and cleanliness, supported Rao’s 
project. 

On the whole, citizens of Surat, except the 
victims, arc happy with all that has happened 
in the last onc-and-a-half years. They arc 
swept away by the beautification of the city. 
They feel that their health has been improved, 
llie medical practitioners both ot private and 
public health system support this view. The 
Suratis - local and immigrants who have 
settled in the city - are now proud of the city. 
Their earlier self-image of happy go lucky 
and docile, is in the process of being 
remoulded as being confident that “we can 
alsodo!''Thcy spontaneously protest again.st 
all powerful political leaders, builder lobby 
and other vested interests, including religious 
leaders, who try to harass or pressurise the 
commissioner. But this support and 
enthusiasm have not been channelled through 
institutional mechanism in monitoring or 
supervising cleaning and health operation. 
The .SMC workers function directly under 
the supervision of the olTiccis. Hence 
whenever Rao is absent from the city for a 
penod loiigcr than eight to ten days there is 
a lendency among the workers to be slack 
in their work. In June 1996, when he had 
gone on leave, one of the newspaper reported 
that the sanitation services of the SMC had 
broken down and an epidemic seemed to 
appear again in the city [Gujarai Mitra, June 
12,1996). Another newspaper reported that 
“Beware! The Municipal Commissioner has 
come back and once again ail activities of 
the Corporation have come to I i fe” {SanJexh. 
June 16,19961. And, Rao himself is reported 
to have exprcs.sed anger that in his ab.sencc 
nobody had worked ICiijaraiMitra, June 18, 
19961. 

Participation of the citizens in civic affairs 
IS absent. People feel that whatever changes 
have taken place inthccity were only because 
of Rao. They do not know, except by changing 
their personal habits, how could they 
contribute in sustaining the change. “We 
should not through garh.agc on the roads, and 
should not create filthiness”, they say. “But 
docs that ensure that the city will continue 
to remain as clean as today?" They arc not 
optimistic about this. “What would you do 
if others throw garbage on the roads or 
sweepers do not clean roads and garbage 
containers?”, wcasked. Thcirinvariabletcply 
was: “what can we do?” Scn.se of hciplc.ssncss 
is expressed by educated and uneducated, 
middle class and working class persons. 

The NGOs which initiated cleaning and 
other programmes during the epidemic and 


thereafter consider that Rao’s administration 
“is doing good work and therefore they need 
not do anything”. The intellectuals who 
organised public meetings in Rao’s support 
whenever the latter was in trouble, have 
hardly addressed the question ot developing 
institutional mechanisms to keep watch on 
the functioning of the civic auministration. 
In February 1996, the standing committee 
appealed to the NGOs and other service 
organi.sations of the city to adopt slums fur 
improvement. Almost a ycai h'o pa.s.scd but 
no one has so far come forward to adopt even 
one slum and provide facilities. 

A number of times during the last IH 
months rumour floated in the city regarding 
the transfer of Rao. Whenever he had gone 
out of the city, speculations started that he 
would not return. There is almost a .scare in 
the city that “what would happen to the city 
after his transfer’.^” People by and large feel 
that the city would return to .square one ot 
the pre-plague situation. People have 
apprehension that once he goes, the other 
officers of the .SMC would not be attentive 
to the grievances of the citizens. 
Depol iticisation persists. Though the garbage 
irom the streets is being collected regularly 
and the city looks beautiful, living and 
working condition of the majority of the 
people have remained unchanged. Poverty 
persists and slum dwellers arc treated by elite 
and a majority oMicers of the .SMC as an 
obstacle in beautiUcaiion of the city. Illegal 
construction of the buildings has not come 
to an halt. Chemical cfllueni continues to 
How in the river polluting water and air. 
Most of these problems are beyond the 
jurisdiction of a bureaucrat. This calls foi 
political action. 

Note 

(This IS a pust.scnpl in ihc book. I’iiMh- Heiilih 
And Urinin Developnirni ■ A Case of Sural Pla/tue. 
to he published by .Sage Piihliculmiis ll is a revised 
version of the paper presented in ihc seminars at 
die Depumnent of Sociology, Pune Universily. 
and al.so at the Centre lor Social Studies, Sural 
I thank ihe purlicipants of iIhsc sciiiinars foi 
their cnlieal comments I am particularly thankful 
to Anjana I)esai lor her cuiiiiiicnis and ediinnal 
help.) 

1 Recently, (on February 21, 1997) the Oujarat 
High C.'oiirl ordered to close down 43 processing 
units which do not have effluent tieatincnt 
plants, (tiiiaial Milia, February 24, 1997. 
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DISCUSSION _ 

On Hospitalisation Insurance 

Aiex George 


RECENT research has shown clearly lhal 75 
per cent of the per capita health expenditure 
in our country is borne by the people 
themselves [Berman 1995] as what is 
terminological ly nomcnclatured as household 
health expenditure, out pocket expenses and 
sometimes even private (!) health 
expenditure. Having arrived at that figure the 
thinking in policy-making circles, proceeds 
in two directions. One line of thinking sees 
in this the capacity of the people to pay for 
health care, and goes about building up a 
case for privatisation of health care and the 
introduction of user charges in one or the 
other form. The other secs this spending by 
the people ns far loo high compared to several 
other countries [Abel-Smith 1995] and gets 
concerned about the fact that the people have 
no other way but to mortgage or sell their 
meagre lamily property ot jewellery or take 
loans when they arc conironted with serious 
health problems. T N Krishnan who had 
been initiating a campaign for the introduction 
of a state funded .scheme of hospitalisation 
insurance towards the last part of his life 
belonged to the latter category. This note is 
a rather belated comment on Krishnan’s 
article 'Hospitalisation Insurance. A 
Proposal’ (Economic and Political Weekly, 
April 1.3, 199(1). 

According to a study on household health 
care utilisation and expenditure conducted 
by the National Council for Applied 
Economic Research (NCAHR) households 
spent nearly 5 per cent of their income on 
curative health care [Sunder 1995]. In two 
other studies conducted on household health 
expenditure in Maharashtra and Madhya 
Pradesh, it was found that health ex|icnditurc 
constituted 7.54 per cent and 8.44 per cent 
of per capita consumption expenditure in 
thc.se two states respectively [Duggal and 
Amin 1989 and George ct al 1994]. Being 
collected item by item the consumption 
expenditure data is likely to be more reliable 
than income figures where chances ol wider 
undcrcstimations and approximations arise. 
A further break-up of the data of the Madhya 
Pradesh study by classes showed that while 
the share of health expenditure in con¬ 
sumption expenditure was the lowest for the 
uppermost class at 3.9 per cent, it pro¬ 
gressively increased to 9.9 per cent up to the 
lower middle class and dropped slightly to 
7.9 per cent for the lowest class possibly due 
to poverty-induced underspending [George 
et al 1994). In the NCAER survey also it was 
found that while the poor spent 7.7 per cent 
of their income on health care, the rich had 


to spent only 2.7 per cent [Sunder 1995]. 
Though the rich may be spending more in 
absolute terms, still their health spending 
amounts to only a small percentage of their 
overall consumption expenditure which is 
naturally very high. 

People's health spending has to be seen 
also in association with their food 
expenditure. As perthe45th round of National 
Sample Survey conducted in 1989-90, food 
constituted 64.5 per cent of consumption 
expenditure in rural areas and 55.25 percent 
I n the urban areas. I n the 46th round conducted 
in 1990-91. these figures had increa.sed 
slightly to 66.02 per cent and 56.79 per cent 
[NS.SO 1991 and 1993]. This data further 
disaggregated by classes, show lhal the 
percentage of food expenditure of the poor 
in their consumption expenditure would be 
far higher than thcovcrall figures. This being 
the case, increase in the health expenditure 
of the poor would mean ultimately a cut back 
on their fixid expenditure, thus leading to the 
malnutrition-morbidity spiral. Studies in 
other Asian countries such as Sri Lanka and 
Indonesia al.so showed that 70 per cent and 
71 per cent of coasumption expenditure was 
spent on food [ITcaton and Case I988|. 

While mo.st countries in Europe. Australia, 
and Japan have universal or near universal 
coverage for health, only the US has a limited 
compulsory coverage for aged and disabled 
who arc about 15 |)ci cent of the population 
and certain sections of the ptxir estimated 
at 10 pci cent. In the developing world, 
nearly all Caribbean countries attempt at 
universal health coverage through taxation. 
In Latin America universal health coverage 
is provided in Cuba and Nicaragua. Costa 
Rica and Chile also provide quite substantial 
coverage. In Asia, apart from Japan. Korea 
and Hong Kong have universal health 
coverage and Taiwan is planning tor it. The 
Chinc.se health insurance scheme covers civil 
servants and .students of universities and 
colleges. Those working in state and 
collective enterprises arc covered by each 
enterpri.se’s welfare fund. In addition there 
is co-operative medical services in rural areas 
fur which funds aic collected from farmers 
and local government [Abel-Smith 1995]. 

In India, although the government has 
given priority to programmes providing 
health care to the rural people such as 
c.stahli.shing PHCs and subcentres, these 
programmes arc under funded, inaccessible 
in many cases, poorly managed and suffer 
from lack of physicians willing to serve in 
the rural areas. Many nations such as 


Indonesia and China have found solutions 
to these problems by community-based and 
community-financed health schemes, where 
funds come fromhouseholds the government 
and industry and are managed by 
communities themselves [FM-UNDP 
Workshop I995J. 

Proposed Scheme 

The health insurance scheme suggested by 
Krishnan is mainly for the rural areas though 
it gives some suggestions about handling the 
urban situation also. The attempt is to put 
together an in.surancc plan for the families 
below the poverty line to cover the cost of 
medicines, tests and a modest consultation 
fee. 

According to the NSS Survey of Morbi¬ 
dity and Utilisation of Medical Services 
(1986-87), the average cost per episode per 
year was Rs 320, while the total cost of the 
treatment including the cost on tests and 
medicines incurred out of the hospital was 
Rs 600. The number of persons who were 
inpatients in the bottom 40 per cent of the 
population constituted 12.5 million which 
works out to be 4 per cent ot that section. 
It is estimated from these that the proportion 
to be hospitalised will be 6 per cent of the 
total population below poverty line which 
would be a 50 (icr cent increase over their 
population of 1986-87. The total number of 
persons below the poverty line is put at 300 
million, which is higher than the poverty 
ratio reported by the Planntng Commission 
during the previous Congress government’s 
tenure. The average total cost of treatment 
per person is put at Rs 500. The assumption 
is that they would be admitted to the free 
ward and that therefore they would not have 
to pay room rent. Krishnan calculates on the 
basis of these assumptions that it would be 
possible to provide in.vurance cover of Rs 
5,000per family per annum for hospitalisation 
at a cost of Rs 30 per person. This was based 
on the fact that Mediclaim Policy for one 
peison was available at a premium ot Rs 70 
and that they were offering a substantial 
discount. It would be expected that risk 
pooling on a larger scale as was possible on 
such a large scheme, could bring down the 
premium further. On this basis coverage of 
300 million persons could cost Rs 900 crore 
annually which Krishnan suggested should 
be funded by the central government as part 
of the anti-poverty programme. 

Krishnan further pointed out that due to 
the benefits of risk pooling the protection 
provided to a family against hospitalisation 
would be far greater under the insurance 
scheme rather than if the amount was 
directly offered to a family. For example, in 
the latter case a family of five would get a 
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benefit of only Rs ISO whereas under the 
insurance it was ensured at least Rs S.OOO 
for hospitalisation. 

The institutional set up suggested to 
implement the scheme include the conversion 
of the health units of the four subsidiaries 
of GIC into four separate health insurance 
corporations (HICs), which would compete 
among them and also have the freedom to 
work out their own premia structure. An 
insurance regulatory authority was suggested 
to monitor the functioning of HICs and lay 
down maximum limits for the administrative 
expenses. In the case of policies of the poor 
the pay out ratio should 100 per cent with 
no deductions fur administration costs. The 
HICs should meet their overhead and 
administrativecosts by enrolling otherbetter- 
off population groups. It would be the 
responsibility of the panchayats to identify 
the poor and enrol them for the policy. Each 
poor household was to be is.sued an identity 
curd with all its members listed on it. Such 
lists at tlic panchayat level were to be 
con.solidatcd at the blcK'k level and then 
forwaidcd to the ministry of finance or rural 
development, who would make the payment 
to the HIC To prevent abii.se by hospitals, 
each time hospitalisation is required, it should 
be referred by the physician in charge of the 
local PHC. The HIC should directly settle 
the bills with the provider hospital and record 
It in the health card so that the concerned 
tamily knows about the amount drawn and 
the credit remaining. 

In order to control cost escalation, the 
HICs must periodically conduct cost surveys 
and lay down thestrucUircof reiinbursenicnts 
for various proccdutcs. A provider chosen 
by the patient should not be allowed to 
overcharge beyond the rates already fixed 
by the corporations. Those hospitals engaged 
in malpractice should he blacklisted and 
their names should he published. Block 
level monitoring comniiltees consisting of 
representatives of block level panchayats, 
HICs and the government may be estab¬ 
lished to monitor quality of care, hospital 
charges, etc, and this committee could also 
look into complaints of the insured family 
on quality and charges. 

It is interesting to note that if calculated 
on the basis of the 1991 Census, the 300 
million which Krishnan projected under the 
poverty line comes to 35.46 pci cent, i c, 
close to the 35.97 per cent of the population 
recently estimated to be under the poverty 
line based on the Lakdawala Committee’s 
recommendations. The present Planning 
Commission’s estimates of the population 
below poverty line (BPL) which is in tune 
with the l,akdawala Committee’s recom¬ 
mendations is 320 million. However, its 
estimates of rural BPL population is 244 
million, which will be very much within 
Krishnan’s estimates for quite sometime, 


and the scheme itself is initially meant for 
the rural poor to start with [Mahalingam 
1997]. 

As has already been mentioned the main 
advantage of the scheme is that due to risk 
pooling the families under the poverty line 
would beneftt far higher than the amount of 
premium if given directly to them. Though 
the introduction of such a scheme in India's 
unorganised sector has various problems 
attached to it, being a country with a large 
unorganised sector, we also .stand to gain by 
the economies of scale as well in the risk 
pooling exercise. 

The proposal to make the HICs as not for 
profit organisations but at the same time 
workingtowardscconumiccITicicncy is well 
thought out, ba.scd on the experiences in the 
US where the percentage of uninsured and 
undcrinsured has been rising. The number 
of uninsured in the US has risen from 35 
million in 1993 to 40 million in 1996 [The 
Lancet 1996]. Considering that the total 
population of US was 261 million in 1994 
(World Development Report 1996) and the 
high costsof health care there, the proportion 
of uncovered population is quite high for a 
developed country. However if we go by the 
figures of population without inadequate 
insurance including both the uninsured and 
the underinsured which was put together by 
Bill Clinton and Al Uorc during their 
presidential election campaign in 1992. it 
was as high as 60 million persons |Greenberg 
1993; Clinton and Gore 1992. The Utneet 
1996]. One of the main reasons lor this is 
the reluctance of the insurance companies 
to insure for high risk cases, even though it 
IS antithetical to the concept of insurance 
itself The othei reason could be that a section 
of the employers also were shirking otf their 
responsibility. It was pointed out in 1993 that 
25 per cent of the uninsured were working 
poor [The Lancet 1993). Al the same iime 
it has also been noticed that the average 
premiums for the .self-insured people, i c, 
those who did not have employer provision 
had increased by K-15 per cent in the past 
decade [The luincet 1996). Given this 
background of experience of health in¬ 
surance in the US, the proposal to keep the 
HICs as not-for-profit organisations as 
far as this scheme is concerned would 
only ensure that the coverage reaches the 
needy. 

The suggestion to set up an insurance 
regulatory authority (IRA) to put upper limits 
on administrative expenses, and to cross 
subsidies that part of the expcn.ses by 
collecting it from the upperclass consumers 
to ensure l(X) per cent payout to the poor 
is laudable. However, saieguards should be 
incorporated to make sure that the IRA does 
not become another bureaucratic heavy 
weight on the HICs robbing them of their 
desired autonomy. 


The case for the HICs themselves to 
conduct cost surveys to prevent the patients 
from being overcharged would ultimately 
mark a small beginning towards a radical 
reordering of the private health sector, if it 
is implemented as p.ni of this scheme. It is 
equally important to insist on certain basic 
quality standards in the hospitals which are 
used by the in.surcd families also. Thereby 
the scheme will have ramifications outside 
the insurance sector as well, and this is 
important since insurance itselt, is unlikely 
to be the dominant health suppoii system in 
India. At the same time we should be aware 
that cost escalation has been the banc of all 
insurance schemes (Abcl-.Smith 1995). In 
orderto prevent this the HICs must in addition 
to conducting cost .surveys also lay down a 
list oi necessary diagnostic and treatment 
procedures for takingcareofvariousdiseascs. 
Tins will prevent lo some extent the po.ssibili ty 
for cost c.scalation. though ultimately it 
depends on the social sensitivity of doctors. 
The suggested block level monitoring 
committees also could u.sc this information 
to act upon. 

Though It sounds a good idea lo make the 
reference from a PHC doctor compulsory for 
hospitalisation, hoping that this would put 
some pressure on them to be available, 
chances are that they would .still continue to 
stay away from the PHCs and the patients 
would have to meet them where they stay 
and may lie pay some bribes also lor rctcrriiig 
them. While a PHC doctor should be given 
the option to refer cases to the insurance 
scheme his/her reference need not be made 
compulsory. Any qualified medical practi¬ 
tioner whom the patient is consulting should 
be able lo rcicr palienls. 

A majoi iwint which .sceptics oi the scheme 
iai.su is the mode of identification of pour 
families. Example .such us that ol the while 
card .scheme of Andhra Pradesh iindei which 
rice was supplied at Rs 2 per kg and is now 
given at Rs 3.50 |)er kg arc cited. It seems 
that there arc a number ol bogus while cards 
are being used. Now the question lo ask is. 
has the rice scheme been abandoned because 
of the bogus cards and it not why so! While 
all attempts need to be made lo guard against 
the misuse of the scheme by the better-off 
.sections, it must also be accepted that there 
cannot be any completely foolproof scheme 
for identilying the poor. At same lime, the 
.scheme could be inude available to certain 
occupational and .social categories, such as 
landless labourers, marginal peasants, the 
scheduled castes and scheduled tribes, etc, 
who are known to be economically and 
socially the must deprived in our society. 

A grey area which remains in the proposal 
is rcgardihg the participation of public 
hospitals in the scheme. At one point m the- 
writc-up - it is mentioned that the scheme 
is proposed to be implemented only for 
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patients of free ward. This gives the 
impression that the scheme was proposed to 
be a means to enhance the funds of public 
hospitals, which is one of the options 
suggested by certain authors also [ Abcl-Smith 
1995]. Rest of the write-up - particularly 
when it deals with cost escalation, implies 
that the scheme is meant for the private 
sector. This aspect needs clanfication before 
it isprojcctcd further, since we need difterent 
sets of strategics for getting it implemented 
through the private sector/public sector or 
through both. 

The proposed scheme will certainly make 
a beginning in enhancing the inadequate 
spending on curative care and in mcieasing 
its outreach substantially to the rural areas. 
However the fact still remains that Rs S.OOO 
per annum for a family of five, would still 
not cover the expenses of .serious health 
problems with complicated procedures 
[Mathew 1997]. The illness assistance funds 
announced in the Union Budget for 1995- 
96, is supposed to cater to such needs, but 
in a very small way. The implementation of 
the proposed scheme, however, .should not 
become an alibi for the government to 
withdraw from direct funding of hospitals 
for curative care. Insurance is unlikely to 
emerge us thedominant health support system 
in India, with our large unorganised sector. 
Since the scheme is primarily meant for the 
rural ureas, it needs to be pointed out again 
that our primary health care system needs 
to he geared up and made fuiu litmal to take 
cure ol the communicable diseases, whi Ic the 
discu.se loud on non-communicable diseases 
could in the long run be considered as the 
mam thrust areas for public hospitals and the 
pru|X)scd insurance scheme. 

As suggested, the scheme could he tried 
out in selected districts in a few slates. 
Districts where a minimum amount of social 
mobilisation has taken place should be chosen 
for the scheme. There is no substitute for 
what people's pressure can achieve 
particularly when it comes to utilisation of 
the benefits without getting cheated and al.so 
in keeping a check on cost escalation. Some 
of thctlistncts where the adult literacy and 
post-literacy movement have been active 
and where it has enkindled a certain amount 
of social awakening could be chosen for 
introducing the scheme giving also due 
weightage to the history of social activism 
in those districts. The adult literacy pro¬ 
gramme in certain districts of states such as 
Andhra Pradesh and Tamil Nadu, not to 
speak of Kerala, had in its outreach and 
outcome actually crossed the conventional 
thresholds of such government-supported 
programmes and has been able to instil a 
basic awareness of their rights among the 
people, particularly women. As part of the 
programme of planning from below which 
is undertaken in Kerala, the village level 


participation in social movements is also 
being documented [Krishnakumar 1997], 
which would give an idea about the level of 
fresh awareness building that is required at 
the ItKal level to enlist community involve¬ 
ment. Similar secondary data on districts of 
other states can also be gathered and used 
in the selection of di.stricts. But unfortu¬ 
nately such socio-historical information is 
hardly made use ol in our planning process. 

The introduction of theJanArogya Scheme 
by theGIC, Ashadeepby theLIC and Senior 
Citizen's Unit Plan by the UTI in association 
with the New India Assurance Company in 
addition to the already existing Mcdiclaim 
of the GIC are also to be read as the govern¬ 
ment's responses to the need to implement 
supporting schemes to take care of the health 
of the middle and lower middle classes which 
also is not adequately catered toby theexisting 
government delivered health system. They 
need to he seen in the context of the rising 
health care costs which have already become 
unat fordable even to the middle classes. The 
degree of concern over health care costs 
among the middle classes is very well reflec¬ 
ted by the fact that in the last six months of 
operation, the Jan Arogya Scheme has 
attracted four lakh persons while the total 
number of persons with health insurance in 
India is only 20 lakh. Though the opening 
up ol health insurance to the private sector 
IChidumbaram 1997) may introduce the 
problems of adverse selection and has to be 
read as the ftrsi step to open the Indian 
insurance industry to the private sector, the 
opening up of health insurance is al.so 
indicative of the current need to bring in 
more players into the health insurance sector, 
to cater to the demand to bear the rising 
health care costs which has been widely 
articulated by the middle classes in the medta 
in recent years. It is needless to add however 
that all the abovementioned schemes and 
measures also are not within the reach of the 
poorer sections ot the society. It is in this 
context that the proposed .scheme needs to 
be considered seriously, to make a begin¬ 
ning, even though the coverage proposed is 
small. 
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Growth and Change in Agriculture 

Analysis of state-level data on area and output of 43 crops for 30 years 
from 1962-65 reveals that there was a marked acceleration in the 
growdi rate of output between 198&-83 and 1992-95 as well as 
cropping pattern changes away from coarse cereal towards rice and 
wheat on the one hand and oilseeds on the other. A-2 

Can the high growth rates repotted for rice and wheat in the 
Gangetic and trans-Gangetic plains be sustained? A-26 

Designing Reforms 

There is no alternative to each country developing its own optimal 
economic policies. And yet such a country-specific perspective seems 
to be totally missing in the design of the economic reforms in India. 

A discourse on the technology of economic policy-making. 657 

Mo.st protagonists of liberalisation are baffled by its failure to 
achieve the desired results. A probe into the theory and practice 
of liberalisation. 645 

Agriculture has been playing a major supportive role in the economic 
reform programme in the country and there has been a persistent 
demand for the removal of regulations and restrictions on this sector 
on the grounds of market freedom. How strong is the case for 
.such liberalisation? * A-19 


Essential Provisions 

How effective is the revamped PDS 
launched in the backward roraJ areas 
of Uttar Pradesh in June 1992 with 
the objective of ensuring adequate 
supplies for the most deprived? 629 


Understanding Technology 

Inadequate theoretical elaboration of 
the institutional forms in which 
technological knowledge is 
commercialised has created the space 
for the growth of arcane theories 
of technology which attribute 
to it a malignant agency. 651 


Illness and Healdi 

Morbidity patterns of a population, 
though difficult to capture, are 
sensitive indicators of health 
status. Morbidity trends in 
Andhra Pradesh. 663 


Lunches on the Run 

The complex distribution network of 
Mumbai’s chibbawalias forms a unique 
sector of the informal economy. 637 


Deng’s Doctrine 

There is a big question mark over 
Deng’s legacy: Is his doctrine of 
‘one country, two systems' tenable 
in the long tun? 642 


Equity and Irrigation 

The shift to high water-consuming 
crops, the failure of dug wells 
and policy instrumenu like soft 
loans have contributed to the 
rapid harnessing of groundwater, 
but have also increased inter- 
and intra-generational inequity 
in the use of water 
resources. ’ *■ A-41 


Secondary Concern 

There is a definite trend in India, 
both in government and outside, 
to subordinate disarmament 
matters, even of a global kind, 
to what is perceived as security 
interests. 627 


Awaiting a Murdoch 

Urdu is a language awaiting its 
Murdoch or Citizen Kane - its 
reading public is being renewed 
and there is a growing middle 
class keen on consumption. 631 


In Need of Change 

Gujarat’s agriculture seems to 
have lost the initial gains of 
the green revolution. This 
misdirection needs to be corrected 
by an emphasis on non-price 
factors. A-31 















LETTERS TO EDITOR 


Appeal to Save Lives of 
Dalit Youth 

INDIAN human rights activists, academics, 
jurists and authors are trying to save the lives 
of two dalit youth, Ganteia Vijayawardhan 
(25) and Satuluri Chalapati (24). who were 
sentenced to death for killing 23 bus 
passengers during an attempted robbery in 
1993. The youth have no previous criminal 
record. In their attempt to rob the passengers 
of a local bus in Guntur district of Andhra 
Pradesh, they had set fire to a can of petrol. 
In the ensuing fire, 23 bus passengers were 
killed. 

The two were arrested in 1993. They were 
sentenced to death by the Guntur District 
Court in Andhra Pradesh. The sentence was 
upheld by the suite high court and the Supreme 
Court, dttpitc appeal for leniency by Amnesty 
International and UN Human Rights 
Committee. 

The mercy petitions submitted to the 
president of India by Peoples’ Union for 
Democratic Rights (PUDR), a Delhi-based 
human rights organisation, and eminent 
citizens of the country were also rejected. 
Mahasweta Devi, a highly respected Indian 
author, Rajni Kothan and many other Indian 
intellectuals and the PUDR have again 
appealed to the president of India to commute 
their death sentence. The two youth were to 
be hanged at S am on March 29. The hanging 
has been stayed at the last minute till April 
S by the Supreme Court of India to allow 
the Indian president to hear the latest mercy 
petition. 

The two condemned youth have been held 
in solitary confinement in the conttemned 
cell at Rajamundn Jail since August 1993. 
This is in violation of the Supreme Court’s 
order in Sunil Baira Case (1978) when the 
court had held that no convict should be sent 
to the condemned cell till all the judicial 
processes and appeals to constitutional 
authorities have bMn completely exhausted. 
In the court’s view keeping a person in the 
condemned cell for a long period of time 
amounted to punishing her/him twice for the 
same offence. This, the court declared, was 
a violation of Article 20 of the Indian 
Constitution. Rao and Chalapati have been 
kept in the condemned cell for the la.st 19 
months, their lawyers have learnt. 

In their appeal, PUDR and others have 
pointed out that die two dalit youth have no 
previous criminal record. “Poverty and de¬ 
privation led the two to attempt robbery. 
'Their attempt failed and they panicked since 
both were not professional criminals.” The 
mercy petition has urged the president to be 
“generous in the exercise of gentle com¬ 
passion and commute the death sentence”. 


TIk petitioners request that these two be 
given a chance to reform themselves. 

As a human rights organisation committed 
to the abolition of death penalty, we request 
you to appeal to the president of India to 
commute the death sentence of Ganteia 
Vijayawardhan Rao and Satuluri Chalapati 
and to give these two youth a chance to 
reform themselves. They arc not known 
criminals or terrorists. 'Tlwir existence does 
not constitute a threat to society. 

Tapan K Bose 

South Asia Forum for Human Rights, 
Kathmandu, Nepal. 

Festival of South Asia 

IT is proposed to organise a Festival of the 
Subcontinent involving Pakistan, India and 
Bangladesh to commemorate SO years of 
freedom of the subcontinent from colonial 
rule. Celebrations spread over four days are 
being planted from August 14. Organisations 
and groups all over the world are being 
contacted and it is hoped that at least SO 
cities/towns all over the world will have 
combined celebnttions. Already seven cities 
in India (Hyderabad, Bangalore, Chennai, 
Mumbai, Ahmedabad, Delhi and Calcutta) 
have started planning and six cities in Pakistan 
and four in Bangladesh have shown keen 
interest and will be starting work soon. A 
number of cities/towns in England, Canada, 
USA and west Asia have started work on 
the project and more cities/towns from the 
subcontinent and other countnes are expected 
to join soon. 

The prime goal of the combined cele¬ 
brations IS to promote understanding, good¬ 
will, co-operation and collaboration for 
progress in the subcontinent through cultural 
exchanges and massive mobilisation of 
common people to participate in the festivities 


and assist them to intem^ise the process of 
securing cordial and amstructive relations 
with the neighbours as their own agenda tgid 
objective, and not just that of the state or the 
governments of the day. 

In order to formally initiate the process of 
conception and planning of the fiatival in 
Delhi, a meeting has been arranged on 
Match 29 at the India Social Institute, New 
Delhi, to which representatives of NGOs, 
voluntary organisations, student bodies and 
specialist theatre, music, arts, etc, have been 
invited. 

Mazhes Hussain 

COVA and Deccan 
Development Society, 

Hyderabad. 

Political Quotas for 
Women 

THIS is a brief response to Vasantha and 
Kalpana Kannabiran’s article (February 1). 
I have not opposed the 81st Amendment 
Bill: only I am not enthusiastic about it and 
believe the rotation system of choosing 
women will have very negative effect, both 
for women and for the stability of the 
parliamentary system. Nor do 1 think it is 
correct tocall quotas a ’right’.'Thedemocratic 
process and equal participation in it is aright; 
but women have been excluded from taking 
advantage of this due to deep-seated social 
causes. Remedying these is certainly a matter 
of gender justice - which can be called a right 
- but whether any particular method of 
doing so IS effective is an empirical matter. 
Quotas are of much less use than, foi ex¬ 
ample, campaigning for land and othf.) 
property .ights. 

Gail Omvedi 

Bhubaneshwar 
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- 
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Air Mail_Surface Mail_ 



Institutions 

Individuals 

Institutions 

Individuals 

Pakistan, Bangladesh and Sri Lanka 
USA, Canada, UK, Europe, Japan, 

80 

50 

65 

30 

New Zealand, Austndia and Russia 

ISO 

100 

90 

65 

All other countries 

too 

70 

70 

50 
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Not Impressed 

H oist by his own petard, the finance minister has been. 

Having made a fetish of bringing down the fiscal deficit 
and claiming, as a sort of crowning gloiy at the end of his 
speech presenting the 1997-98 budget, that he “had not 
wavered in [his] commitment to continue on the course of 
fiscal correction”. P Chidambaram must have expected his 
efforts to be warmly received by his ideological b^feilows. 
But whereas his budget, to begin with at least, seemed to be 
^mte well regarded by communist party members of the 
^Hian parliament, IMF-World Bank circles in Washington 
do not appear to have been overly impressed. 

In a speech to the Wharton Economic Forum in Philadelphia 
this week - in which both the Indian finance minister and 
the governor of the Reserve Bank participated, so seriously 
are such occasions now taken by New Etelhi - the director 
of the IMF's Asia and Pacific department was quite bluntly 
sceptical about the finance minister’s claims on the fiscal 
deficit front. True, the trend rate of growth of the Indian 
economy was higher than ever before, inflation was moderate 
and the balance of payments was much stronger than could 
have been imagined in 1990-91. And yet, the IMF official 
was constrained to point out, “the large fiscal deficit and the 
unbalanced allocation of a large part of the economy’s 
resources throws a shadow over the future...” Directly ques- 
^^ing the figures bandied about by the finance minister and 
^^ftr government spokespersons here, he argued that the 
fiscal deficit was not just the deficit in the central government’s 
budget but also that of the states and the public enterprises 
as well as that in the accounts of the Oil Co-ordination 
Committee. This consolidated public sector deficit was' 
over 9 per cent of GDP in 1996-97 and was the relevant 
macro-economic variable according to him, not the centre’s 
deficit which the finance minister claimed in his budget 
speech he had superhumanly managed to contain at 5 per cent 
, of GDP. 

^ Taking the entire period of theeconomic reforms, according 

to the IMF official, there had been only “a small reduction” 
in the central government’s deficit which had been offset by 
a higher deficit in the states and in the oil pool account, so 
that there had been “practically no change in the overall public 
sector deficit over the past six years”. A public sector deficit 
of this order, he then argued, would eventually put a break 
on the growth of the Indian economy because it would absorb 
a large share of private savings, pushing up interest rates and 
tfifwding out private investment. It would also contribute to 
the deficit in the external current account and since this dericit 


would reflect government consumption rather than invest¬ 
ment, it would make the external position vulnerable. Further, 
in the face of a large fiscal deficit, to control inflation and 
maintain a viable external position the government would be 
forced to overly tighten monetary policy to the detriment of 
growth. Finally, with public debt already very high and the 
transition to market-determined interest rates on government 
debt, interest costs have risen sharply, to 6.5 per cent of GDP 
or one-third of total revenue, and are pre-empting other 
essential government expenditures. 

These views are worth noting because they reflect how, 
in terms of the logic of structural adjustment and economic 
liberalisation itself, the government’s management of the 
economy is storing up serious problems which are already 
beginning to manifest themselves. Wliat is even more note¬ 
worthy was the response of the Indian finance minister and 
the Reserve Bank governor to the IMF official’s sharp com¬ 
ments - or rather the fact that they had none. Chidambaram 
lumely repeated yet again how he had brought down the 
centre’s fiscal deficit to S per cent in 1996-97 and would bring 
it down further to 4.5 per cent in 1997-98 and 3 per cent by 
the year 2000. The Reserve Bank governor entered the half¬ 
hearted caveat that ‘he did not think’ that the states’ deficits 
were more than 2 per cent of GDP; that the toul deficit of 
the states and die centre was about 7.5 per cent. But takin g 
also the deficit of public enterprises and that in the oil pool 
account, was he even seriously disputing the IMF’s figures? 
On the substantial issues - the high interest rateievels r^ar- 
ding investment and growth, the inescapable imperative of 
tight monetary policy, the fact of the fiscal deficit reflecting 
government consumption rather than investment since so- 
called fiscal correction has amounted essentially to cutting 
back the latter in the name of controlling the fiscal deficit, 
the potential vulnerability of the external position, the crowd¬ 
ing out of essential government expenditures by the interest 
burden on public debt - the govemment’stwoleading spokes¬ 
persons on economic matters were completely tongue-tied. 

It is not as if a single one of these developments was 
unanticipated. Every one of them has been in the m^ing 
from the very beginning of the structural adjustment and 
economic liberalisation programme. Now, six years on, the 
distant high priests of the programme have decided it is time 
to warn the government about them. But the government’s 
response typically is to quibble about decimal points and 
otherwise bury its head in the sand and pretend that all’s 
the best in the best of all possible worids. 
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PROHIBITION 

Full Circle Once Again 

ANDHRA PRADESH chief minister 
Chandrababu Naidu’s decision to amend the 
Prohibition Act to permit manufacture and 
sale of so-called Indian-made foreign 
liquor(IMFL) is indicativeof crisesof several 
kinds. At one level, the decision brings to 
public notice the severe distortions of the 
welfare principles that have occurred over 
the past decade or so. At another more 
mundane level, it underlines the fact that in 
a federal structure no single state can in an 
isolated way successfully bring in change in 
either its welfare or its economic policies. 
And at a third level, it prompts serious 
consideration of the political fall-out of anti¬ 
liquor movements. 

Two decades ago when Gujarat brought 
in prohibition it was in the wake of the 
widespread Nav Nirman movement. The 
political ethos was different then, the social 
and political milieu in Gujarat was markedly 
better prepared fur prohibition and its 
consequences than either in Andhra Pradesh 
or certainly in Haryanaand, most importantly, 
the economic fall-out of such a decision was 
far less significant than it is today. In Andhra 
Pradesh it was in 1993 that the Congress 
government conceded the demand for a ban 
on arrack, ademand well-articulated by wide¬ 
spread agitations in villages, spearheaded 
largely by women who were directly affected 
by the increasing consumption of arrack. 
The January 1995 ban, however, was clearly 
a populist move by the late N T Ramarao, 
newly returned as chief minister. The set of 
moves included the fulfilment of several 
election promises: cheap rice and rate cuts 
on electricity for irrigation, among others. 
And every one of these moves could only 
be implemented by dipping deeper into the 
state’s depleting coffers. With the other two 
promises broken, it was only a question of 
time before the prohibition law was amended. 
Moreover, it is well known that the TDPsplit 
engineered by Chandrababu had the backing 
of several industry lobbies, including the 
powerful liquor lobby. For Chandrababu then 
prohibition made neither economic nor 
political .sense. 

According to the Andhra chief minister, 
one of the reasons fra* reversing the prohibition 
policy was the failure of the state agencies 
to monitor the state's long and very porous 
borders. Illicit brewing apparently has gone 
up by 20 to 30 times and some 500-1,000 
litres were being brewed daily in the villages. 
Smuggling of liquor from other states had 
become rampant and. interestingly, even sales 
of liquor from defence canteens which are 
exempt from the liquor law went up by Rs 
30 crore over last year. While these figures. 


which have after all been produced to sup¬ 
port the repeal of sections of the earlier 
law, must be taken with a pinch of salt, 
Haryana too has reported similar problems 
and has made several appeals to neighbouring 
Punjab, Rajasthan and Delhi to monitor the 
borers, but to little effect. Punjab, one of 
the largest consumers of liquor, has refused 
to help out and has not even considered a 
similar ban, while Delhi appears to be 
benefiting from increased excise collec¬ 
tions on liquor after tlie Haryana ban. It is 
also significant that states which have adop¬ 
ted prohibition laws have had no help at 
all from the centre at any time, either in 
terms of recompensing them for the loss of 
revenue or industrial licensing policies 
(there is, for instance, an installed capacity 
for liquor of 2,824 mn litres per year against 
the estimated ‘requirement’ of about 1,200 
mn litres). 

Clearly, prohibition laws without on the 
one hand neutralising the influence of the 
liquor manufacturers by formulating well- 
grounded economic policies including such 
instruments as taxes of various kinds, and 
on the other creating and promoting a social 
ethos which organically prompts individual 
limits on consumption of alcohol (or for that 
matter narcotics) arc unlikely to be successful. 
It is in this context that the anti-liquor 
movement must be reviewed. The movement, 
most often led and mobilised by women who 
are directly affected - by the frittering away 
ot wages on liquor, by the ensuing vioicnce 
which perpetrates itself on the must vulner¬ 
able of victims, women and children - is 
prompted by a worsening economic situation 
and a lealisation that a people’s movement 
alone can bring about change. Inevitably, the 
state has used such upsurges to refurbish its 
rapidly tarnishing welfarist image. Thus the 
adoption of such extravagant and apparently 
radical policies comes most often at election 
time. Their repeal is always projected as 
being a result of structural defects - lack of 
co-operation of agencies of other states, 
corruption at lower levels, etc. And as in the 
case of the liquor law, loss of revenue is 
never presented as the main reason, because 
by doing so the economic logic of allowing 
the spread of the liquor industry becomes 
apparent - a distorted and faulty logic- 
evidenced also in the licensing of the pro¬ 
duction of banned toxic pharmaceuticals, of 
gas grizzling private automobile vehicles, of 
agro fo^xl industries which often prompt 
changes in cropping patterns to commercial 
crops, etc. 

'Fhe fact, of course, is that even those states 
which have not adopted prohibition laws 
have manipulated the production and 
consumption of liquor through different 
means. As James Manor’s excellent analysis 
ofthc 1981 liquortragedy in Karnataka point¬ 


ed out. a combination of government 
policies, the varying rates of excise duties 
on sale and manufacture of alcohol, 
distribution policies with regard to denatured 
spirit (and molasses) and the rampant cor¬ 
ruption reaching up to the highest eclj^ons 
of government, which allows the illegal 
operation of in(ricate systems of procuring 
raw materials, production of h^h. the 
underworld of distribution and sales outlets, 
determines who consumes liquor, how much 
and of what kind. Thus prohibition laws need 
not be the most effective way of comrolling 
consumption of alcohol, even if the state 
were genuinely iiKlined to affect such a 
change. 

Undoubtedly, the demand for a ban on 
liquor, especially country-made liquor, who 
acceded to has had a dramatic effect od 
society, whether in the villages of Andhn 
Pradesh or in Gadchiroli in Maharashtra 
Moolampally in Kochi in Kerala o 
Uttarakhand in UP. But the very fact tha 
these arc often short-lived episodes indicate 
the need to restructure the demand, to pij|^( 
changes which cannot easily be reversed'an 
which simultaneously affect not only seven 
layers of government but several sectors t 
the economy. It is a tall order, but given tt 
fact that the demand has found echoes i 
every part of the country and has bee 
projected most often as a women’s demam 
of political import no doubt but notessentiall 
as an issue in the arena of parliamentai 
politics, it is possible to envisage new forn 
and contours. 

WMAs FOR TBs 

High Hopes 

THE agreement between the governbe 
and the Reserve Bank signed on March 1 
to put an end to the four-decade old syste 
of ad hoc treasury bills and replace it wi 
a new scheme of ways and means advana 
is an event of some importance. The Reser 
Bank, which had been pushing hard for tb 
change, is obviously pleased as Punch. I 
a special statement issued on the occasifl 
its governor has explained that 'Ihe ad hoc 
which found its way as an innocuous) 
ministrative arrangement for convenience! 
enable the government to maintain its cs 
balance to a required minimum level, assum 
in course of time a larger than life proportb 
posing a threat to monetary stability b 
curtailing the Reserve Bank’s freedom 
operating instruments of moneuity poll 
for price stability”. Unfortunately for it, f 
Reserve Bank is likely to find out sd 
enough that price stability is too compld 
matter to be secured through an agreetm 
of the sort just concluded even if it tsk 
in an era of monetary stability. 


620 


Economic and Political Weekly March 29, 



What is more, the total eschewing of 
conventional deficit financing may put the 
interest rate stracture under continuous strain 
such that what is perceived as a means to 
monetary stability may prove a serious dam¬ 
pener of real economic activity. Instead, a 
reaUkablecapon the sizeof deficit spending 
each year would have been a more practical 
way of dealing with the situation. Of course, 
the cap of Rs 12,000 crore for the first half 
of 1997-98 and Rs 8.000crore for the second 
half may turn out to be, on an average basis, 
not very different from the average intra¬ 
year deficit spending so far. What is cause 
for worry is the likely pressure on government 
finances and interest rates when the 
government vacates outstanding ways and 
means advances, paiticularly at the end of 
the year. 

The new arrangement will also suffer for 
having been introduced without tax revenue 
buoyancy and fiscal stability being put on 
a firm footing. No one doubts that the 
government has used the conventional deficit 
as ^substitute for raising real resources or 
Ih^the system needed some disciplining. 
But financial instability is inherent in the 
new dispensation because di.sciplining of 
deficit spending is sought to be combined 
with large reductions in tax rates and possible 
revenue losses. A chain of adverse causation 
running from fiscal compression, reces¬ 
sionary conditions in the economy, reduced 
, tax revenues, larger borrowings and higher 
I interest rates is a distinct possibility. Hie 
< government is unlikely in such a situation 
1 to be able to obtain higher amounts of foreign 
' capital toshoreupthedomestic money maikei 
and its own borrowing programme. 

Also, the attempt to link the rate of interest 
on ways and means advances to some notion 
of« market rate (3 per cent below the average 
cutoff yield for 91 -day TBs in the preceding 
quarter) may seem a clever way of using 
market-related rates of interest to achieve 
financial discipline. But if the experience of 
the past few years is any guide, high interest 
rates have not curbed government borrowing. 
A reasonable fixed rate of interest would 
have provided a degree of certainty about 
the government's interest burden to be 
provided for in the budget. 

Finally, there is the appearance of 
discrimination again.st state governments, at 
least in the current year when the> bear an 
interest rate of 12 per cent (that is, the Bank 
rate) on their ways and means advances and 
14 per cent on their overdrafts, whereas the 
rate fixed for the central government’s ways 
and means advances for the first quarter of 
1997-98is just 4.5 percent, which is expected 
to continue for some time. True, the cut-off 
yields in the auctions of 91 -day treasury bills 
}ui$ crossed 12 per cent; even if it were to 
happen now the central government would 


still pay only 9 per cent, fror the centre to 
bear the same rate as that paid by the states, 
the cut-off yield on 91-day treasury bills 
would have to reach IS per cent and that too 
on an average basis. 

UTTAR PRADESH 

Opportunist Alliance 

TRUE to its tradition of political fitfulness, 
Uttar Pradesh has once again opened its 
doors to a bunch of unscrupulous politicians 
who have knocked together yet another 
coalition government on the mins of a similar 
experiment that collapsed in disaster two 
years ago. The BJP and the BSP which 
parted ways in 1995, and were hurling abuses 
at each other till only the other day - as late 
as Febmary 13 this year, the BSP leader 
Kanshi Ram had accused the BJP's ‘hindutva’ 
as 'manuwadi’ and expressed his inability 
to work with that party because of 'their 
status quo on the social and economic front’ 
- have suddenly made a volte face, hugging 
each other. 

It is not any common economic programme 
or any agreed plan to save Uttar Pradesh 
from “anarchy, chaos and destmetion’’ (the 
terms used by union home minister Indrajit 
Gupta which will stick like mud to the state 
till it redeems its honour) that has brought 
together the feuding politicians of the two 
parties, but the single-minded devotion of 
both to capturing privileged positions in the 
corridors of power that has prompted them 
to shelve their past feuds. Nothing can better 
testify to this selfish design than the deal 
stmek between the BJP and the BSP which 
allows chief ministership by rotation - the 
BSPleadcr Mayawati being thechief minister 
for the first six months to be followed by 
the BJP leader Kalyan Singh who will take 
over for the next six months. It seems to be 
a one-year arrangement, with both the BSP 
and BJP leaders keepingtheirfingerscros.sed, 
not knowing when, and due to what 
imponderables, the shaky alliance may 
collapse. It may be a fine working arrange¬ 
ment for the coalition partners to help them 
to stick to power as long as possible, but how 
does it help the people of Uttar Pradesh to 
escape from the mafia rule of criminal and 
corrupt politicians? 

Chief minister Mayawati has of course 
made the right noises, threatening to take 
action against mafia dons and corrupt 
politicians. But then. a.s with many other 
parties in UP, her own BSP also is reported 
to be patronising at least eight mafia groups, 
according to police reports. Given her partisan 
record during her short tenureof four months 
in 1995, one cannot expect her to take action 
against her own proteges, even when they 
are booked as history-sheeters. She has 


already started shifting and transferring 
officers, appointing her chosen bureaucrats 
to key posts, according to reports. It is quite 
evident that her first target will be the 
Samajwadi Party chief and union defence 
minister Mulayam Singh Yadav, who had 
irked her in the past when his party goons 
held her and other BSP ML As captive for 
hours in the stale guest house on June 2, 
1995. Anofficial inquiry had already indicted 
Mulayam Singh’s party men for the incident. 
Besides, Mulayam Singh is also suspected 
to be involved in the multi-crore Ayurveda 
scam, where one of his proteges, Balram 
Yadav, a former minister in the Mulayam- 
headed government in UP, has been named 
by the CBI for prosecution. 

While no one should shed tears for 
Mulayam Singh Yadav if he is prosecuted 
for misdeeds that are proved in the courts, 
one wonders whether the new UP chief 
minister will institute similar prosecutions 
against the gangster politicians of the BJP, 
her political partner in her government. 
According to the same police reports, at least 
five mafia gangs in UP are supported by the 
BJP. As a matter of fact, the recent murder 
of the BJP MLA, Brahm Dutt Dwivedi in 
UP, is being traced to the complicity of a 
section of the BJP itself in gangster politics 
to eliminate rivals, according to preli¬ 
minary CBI investigations. While BJP MPs 
in parliament took up this issue of the 
murder of their MLA in UP as a sign of 
deterioration of the law and order situation 
and demanded the removal of governor 
Romesh Bhandari, are they willing to face 
a probe into the murder of the MLA, which 
might reveal theirparty’s complicity ingang- 
warfares? 

If the BSP leaders plan to utilise the six- 
month period given to them to wreak 
vengeance on Mulayam Singh Yadav and 
get rid of other opponents, the BJP leaders 
hope to make use of the next six-month 
tenure allotted to them by operating in a field 
which had been cleansed by Mayawati of 
all opposition groups, and by establishing 
their authority - through another bureau¬ 
cratic reshuffle that will bring back their 
favoured officers and policemen who are 
committed to the politicsoftheSangh pari var 
(who had acquiesced in the demolition of the 
Babri masjid under the BJP regime in UP 
in 1992). 

By paving way for the return of the BJP 
to the helms of power in UP. th( BSP leaders 
have not only exposed their personal 
ambition, but have also betrayed the cause 
of the dalits whom they claim to represent. 
For all the rhetoric of Mayawati to stop 
‘atrocities on weaker sections’ (an euphe¬ 
mism for upper caste exploitation and op¬ 
pression of dalit labourers in the UPcountry- 
side), during her six-month tenure will she 
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take itepi against the upper-caste landlords 
who perpetrate 'atrocities’ on members of 
her dalit community and yet etyoy the 
protection of the BJP politicians who will 
be her parmers in the UP government? 

BIHAR 

More Bloodshed 

ON the night of March 23, thugs of the 
Ranveer Sena shot dead 10 dalit Musahars 
in Haibaspur Musahari village 65 km from 
Patna. ’Though the killings have been 
portrayed as a retaliation against the alleged 
murder of four bhumihars by CPI (ML) Party 
Unity on February 1, the killing of the 
Innocoit daliu who had no links with the 
CPl(ML) highlights the anarchy prevailing 
in Bihar. Last year the Ranveer Sena 
committed 113 murders and already 25 have 
been killed in five major incidents this year. 
Chief minister Laloo Prasad, who has tried 
to blame the BJP,cannot escape responsibility 
for his government's failure to take action 
against the pro-landlord armies. 

The Man^ 23 outrage has once again 
exposed the biased functioning of the state 
police. Though informed immediately, the 
police took six hours to arrive at the scene 
of the crime and that too only after receiving 
information of thechiefminister’simpending 
visit. The slackness of the policemen was 
evident as they failed to beef up their vigilance 
in spite of knowing that the Ranveer Sena 
had issued a pamphlet saying that it would 
play ’holi’ with the blood of Naxalites to 
avenge the Jalpura killings. The state 
intelligence had also alerted the home 
department of a possible attack and a red 
alert was sounded in the sensitive districts 
of Bihar. This negligence of the police is in 
sharp contrast to its behaviour when a member 
of die Ranveer Sena was murdered. When 
SankhSingh of the Sena was killed inOctober 
last year, the inspector-general of police from 
Patna and other topofficials promptly reached 
the spot, launched a drive to nab the culprits 
andputupapermanent post. No such security 
has been provided to the victims of Haibaspur 
Musahari despite their pleadings. In fact, in 
at least six cases of dalit killings in the past 
two years police pickets had been quite 
close to the scene of the crime, indicating 
that the police has been hand-in-glove with 
the private armies. 

Tte roots of the spate of killings in Bihar 
lie in the highly skewed land ownership and 
the failure of successive state governments 
to implement the land ceiling act. enforce 
minimum wage laws and carry out other 
developmental programmes for the poor. 
The oppressed, who grew militant under 
the leadershipoftheCPI (ML), began taking 
over and forcibly tilling fallow land, govern¬ 


ment land and surplus land of private land- 
owners. To counter their growing assertion 
the landowning upper and middle castes 
formed their respective caste-based private 
armies and recently have joined hwds to 
form the Ranveer Sena. Composed mostly 
of poor bhumihar and rajput youth, the Sena 
enjoys the support of the middle castes and 
the local district administration. Laloo Prasad 
who describes himself as the messiah of the 
poor and organises so-called garib rallies 
from time to time, has shown little interest 
in curbing the growing aggressiveness of the 
private armies and pulling up the police force 
for abdicating its duty to protect people’s 
lives. Rocked by various scams and with the 
basic amenities of life in a state of breakdown, 
the repeated bloodshed in rural Bihar 
completes the grim picture of Bihar under 
Laloo Prasad Yadav. 

INDO-PAK RELATIONS 

Spokes in the Wheel 

IN one of those odd historical quirks in the 
subcontinent, whileall the three governments 
in New Delhi. Islamabad and Dhaka, after 
all these years of squabbling have finally 
agreed to improve relations and take steps 
in that direction, various quarters within these 
countries are trying their best to thwart the 
process of reconciliation. 

One of the first steps towards the re¬ 
establishment of friendly relations with 
Bangladesh was the Indian external affairs 
minister IK Gujral’s attempt to find a solution 
to the tricky problem of sharing the Ganga 
waters, with the help of the newly installed 
Awami League government there. Soon after 
the signingof the water sharing treaty between 
the two countries, the Indian opposition 
parties - the BJP and the Congress - started 
a campaign accusing the United Front 
government at the centre of betraying the 
interests of the country. In Bangladesh also, 
the Bangladesh National Party (BNP), led 
by former prime minister Khaleda Zia, 
looking for an opportunity to avenge its 
defeat in the polls, pounced upon the treaty 
and charged prime minister Sheikh Hasina 
of selling out to India. While in India, the 
BJP and the Congress have not yet been able 
to create any law and order problem over 
the issue, in Dhaka the BNP has succeeded 
in organising a ‘bandh’ and inviting police 
retaliatibn leading to casualties which augur 
ill for the ruling Awami Party there. 

In Pakistan,'the opposition to the new 
prime minister Nawaz Sharif s proposal for 
better relations with India has come from 
forces within his own government - presi¬ 
dent Leghari and the army top brass. Any 
statement made by Sharif, or any of his 
ministers, suggesting a thaw in Indo-Pak 


relations is immediately contradicted by the 
ptesidem. As soon as his foreign office made 
a statement that Pidcistan was willing to 
discuss witJtdrawalofits troops from Siachen 
along with that of Indian troops (a proposal 
made earlier by India), the Pakistan chief of 
army staff insisted that his country wqttld 
never quit the Siachen glacier. Even feeble 
conciliatory gestures by Sharif on the 
Kashmir issue have been met by hostile and 
hawkish postures by president Leghari. 

In India, efforts by Gujtal and other people 
- both official and non-official - to resume 
a dialogue with Islamabad and ease tensions 
have always been greeted with either sceptical 
sneers or hysterical vituperation by the 
opposition as well as by political commenta¬ 
tors in newspapers. Minor gestures like the 
relaxation in the rules for issuing visas and 
reporting at police stations for visitors from 
Pakistan are being seen by these critics as 
a conspiracy to open the floodgates for the 
entry of ISI agents into India. 

It is becoming obvious that the opponents 
of the goal of much-needed peace and 
reconciliation in the subcontinent Ire 
primarily guided either by vested political 
and military interests or by pathological fear 
and suspicion. The first category includes 
those out of power and in desperate need to 
invent some issue to whip up mass hysteria, 
like the Congress, the BJPand similar political 
parties in India, the BNP and the Jamaat in 
Bangladesh, Benazir Bhutto's PPP in 
Pakistan, and the military establishments in 
both India and Pakistan who have developed 
stakes in the continuation of armed con¬ 
frontation between the two countries. The 
second category consists of the fanatic com¬ 
munal groups and xenophobic individuals 
in all the three countries, who may be in a 
minority, but can become a malevolent 
force when supported by members of 
first. 

In the face of these ominous signs of 
organised opposition to the nascent attempts 
at building peace and friendship in the 
subcontinent, proponents of the latter cannot 
merely depend on their re.spective govern¬ 
ments (which change their policies according 
to their priorities and the pressures they face), 
but must mobilise public opinion in a mass 
movement in the threecountries. The majority 
of the people in these countries (including 
businessmen and traders) are keen on 
travelling across the borders to visit their 
friends and relatives and want an eiul to 
hostilities for better trade relations, as evident 
from their spontaneous warmth and 
enthusiasm whenever they have a chance to 
meet. It would be a pity if the present 
governments in New Delhi, Islamabad and 
Dhaka allow themselves to be held to 
ransom by a handful of selfish politicii^ 
and fanatic bigots. 
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CURRENT STATISTICS 


EPW Research Foundation 


Practically eveiy societal goal set for the banking system is being eroded The share of rural and semi-uiban branches in total deposits and credit has stagnated 
Rural branches now show a credit-deposit ratio of only 46 I per cent against the stipulation of 60 per cent, semi uiban branches have only 38 per cent The 
credit-deposit ratios of the moat underdeveloped regions like the north-east and the central regioo have declined more shaiply than the all India ralui All these 
are m addiUon to the drastic reduction in the share of the pnoniy aecton in total advances for some yean now 

•Macroeconomic Indicators 


Weights Mar 8 . 
Index Nnmbera of Wholcaaic 1997 

Prices (1981-82 s 100) 


All Coimnodities 

Pnmary Aiticles 32 _ 

RiodAitictes 17 4 3882 -II 141 80 126 83 98 119 44 34 

Non-Fbod Articles 101 333 1 16 49 -10 56 -1 3 -19 ISS 249 -14 

Fuel, Power, Light and LubnuuiU 10 7 343 0 0 0 16 2 3 7 16 2 3 7 3 7 2 4 13 1 IS2 

Manufactured noducts 37 0 310 3 0 7 4 8 3 7 3 1 5 3 5 0 10 7 9 9 7 9 

Food Preducis 101 3129 20 147 07 156 01 -07 8 1 123 68 

Food In^x (computed) 27 5 3M5 -01 14 3 36 13 5 56 63 106 7 0 3 8 

All Commodities (Average Bnsis) 

(ApnI 6 Mar 8 1997) 1000 3143 - 62 80 63 79 78 109 83 101 


Latest _ Vanation (Per Cent) Point-to Point 

Cost of Living Indices Month Over Over 12 Months Fiscal Yw So Par 1995 96 1^94-^< 1^^'^ §4 li>92 93 

Month 


Vanation (Per Cent) Poin t-to Point 
hs Fiscal YwSo Fw 1993 96 1994- 


Lalest Previous 


1 t-ulusinal Workers (1982=100) 

350* 

00 

11 1 ' 

IJlMian Non Man Emp (1984 83=100) (for 1993-%) 

263* 

04 

82 ' 

■Kgn Lab (1986-87=100) (Link factor 3 89) 

262' 

-04 

II 0 



Money and Banking (Rs troie) 
(Based on March 31. after 
closure of government accounts) 


Vanation 


Feb 28. 

1997 Over Month 


Fiscal Year so far 


1995-% 


1994 95 


1993-94 



Index Numbers of Industrial Weights Nov 
Production (1980 8 I 3 IOO) 1996 




General Index 

>flg and Quarrying 
ifiKiu^tunng 
Elecincity 


10000 2% 9 292 1(9 1) 267 8(11 7) 284 1(12 1) 253 7(9 4) 232 0(60) 218 9(2 3) 213 9(06) 2126(8 2) 

1146 281 8 232 3(25) 2464(89) 265 7(69) 248 8(7 3) 231 3(3 5) 223 7(0 6 ) 222 5(06) 2212(45) 

77 11 291 I 290 0(110) 261 2(124) 278 9(13 7) 2454(98) 223 3(6 1) 2107(2 2)2062(-08) 2078(90) 

1143 331 1 345 8(37) 3333(97) 3400(8 1) 3146(8 3) 2900(74) 2699(30) 2370(83) 2368(78) 


Capital Market 


SE Sensitive Index (1978 79 b| 00) 
BSE-100 (l983-84s|0U) 

BSE-200 (I989-90::|00) 

NSE-30 (Nov 3 1995=1000) 


March 21 Month Year 1996-97 So Far 1993 96 


3730(13 3) 3439 
1609(3 6 ) 1498 
358(6 2) 332 
1061 992 


Skindia COR Index (Apnl 13. 1994=100) 73 44(-3 3) 77 75 


Ago 


329l(-2 3) 2745 
l323(-7«) 1217 
337(-l08) 273 
na 788 
73 94(19) 31 6 




2826 3584 
1304 1691 
289 383 

na na 
61 62 87 88 


End of Fiscal Year 




3367(3 3) 326I(-I3 7) 3779(637) 
l349(-3 3) 1606(-I22) 1830(79 2) 

343 (-6 3) 368(-l8 2) 430(92 3) 

na na na 

78 53(07) 77 99 na 


Foreign Trade 


January 

1997 


Fiscal Year So Far 


1993-% 


Exports Rscrore 

US $ mn 2842 

Imports Rscrore 13468 

USSmn 3733 

NonPOLUSSmn 2917 

Balance of Trade Rscrore -3273 
US S mn -912 




-^ 8 ) 

2842 27074(3 6 ) 25629(22 3) 31831(209) 

13468 111069(120) 99142(373) 121647(33 2) 
3733 31365(4 5) 30012(30 4) 36370(269) 

2917 23495 (-3 1) 24247(32 2) 28822(26 8 ) 

-3273 -15193 -14477 -15182 

-912 -4290 -4383 -4539 


1994-93 


82674(1 
26331 (184) 
89971 (23 1) 
28654(22 9) 
22727(29 5) 
-7297 
-2324 


1993-94 


1992-93 


1991-92 




22238(200) 
73101 (15 3) 
23306 (6 3) 
17352(11 2) 
-3330 
-1068 


18537 (3 8 ) 17866 (-1 5) 
63375(324) 47851 (108) 
21882(127) 194II(-I94) 
13782(123) l4047(-222) 
-9686 -3809 

-3345 -1545 


Borelgn Exchange Reserves 
(excluding gold) 


Rscrore 
USSmn 


Mor2l. 

Mar 22. 

Mar3l, 


1997 

1996 

19% ■ 

Month 

Ago 

76012 

59013 

38726 

6482 

21162 

16812 

17126 

1777 


Vanation Over 


FiscaTYear So Far 
19%-W l'W3:95‘ 




-4004 -3690 


Notes (i) Superscnpi numeral denotes month to which figure relates, eg supersenpt I stands for January ( 11 ) Figures in brackets are percenuge 
vanations over the period specifted or over the comparable penod of the previous year na = not available 
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Banking Data 

Diftribution of Agfr^ate Depositi and Gron Bank Credit by Population Group for Scheduled Commercial Banks os on Last Friday 


Sept 1996 Mar 1996 Mar 1995 Mar 1991 

hlo of bepoiiti Credit No of Deposits Credit No of {leposits Credit No of Deposits Credit 
Officea Offices Offices Offices f 


Riml 

33033 

67734 

31206 

33092 

61106 

29122 

35008 

57399 

28183 

.35134 

31010 

18599 


(52.3) 

(14.8) 

(11.9) 

(.52.7) 

(14.3) 

(11.1) 

(56.2) 

(153) 

(12.7) 

(56.9) 

(15.4) 

(14.9) 

Semi-urban 

13547 

90437 

34455 

13399 

82425 

33444 

12270 

74224 

28665 

11566 

41439 

20307 


(21.4) 

(19.8) 

(13.1) 

(2I..3) 

(19.3) 

(12.7) 

(19.7) 

(19.7) 

(12.9) 

(18.7) 

(20.6) 

(16.3) 

Urban 

9161 

101073 

48551 

9025 

94672 

48716 

8982 

88716 

45758 

8833 

49140 

27773 


(14.5) 

(22.1) 

(18.4) 

(14.4) 

(22.2) 

(18.5) 

(14.4) 

(23.6) 

(20.6) 

(14.3) 

(24.5) 

(22.3) 

Metropolitan 

7456 

198470 

148944 

7333 

187870 

152251 

6004 

155.525 

119901 

6191 

78979 

57.524 

(11.8) 

(43.4) 

(56.6) 

(11.7) 

(44.1) 

(.57.8) 

(9.6) 

(41.4) 

(53.9) 

(10.0) 

(39.3) 

(46.3) 

Total 

63197 

457714 

263156 

62849 426073 

263533 

62264 

375864 

222507 

61724 

200568 

124203 


(100.0) 

(100.0) 

(100.0) 

(100.0) (100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


Figures in brackets ore percentage to total. 

State and Population Group-wise Distribution of Aggregate Deposits and Gross Bank Credit - All Scheduled Commercial Banks 


Region/Stote/UTs _ Rural _ Semi-urban ___ Urban Metropolitan _ Total 


1 Deposits 

Credit Deposits 

Credit Deposits 

Credit Deposits 

Credit 

Deposits 

Credit 

Northern Region 

14589 

5546(38.0) 

1.5.185 

4665(30.3) 

September 1996 
20838 12119(58.2) 

49.192 

.1.1604(68.0) 

100203 

5593.1(55.8) 

Haryana 

2169 

896(41..3) 

2755 

980(35.6) 

477.1 

2064(43 2) 

- 

- 

9697 

3940(40.6) 

Himachal Pradesh 

2109 

547(25.9) 

1140 

269(23.6) 

- 

. 


- 

3249 

816(25.1) 

Jammu and Kashmir 

1536 

2.19(15.6) 

491 

107(21.8) 

2202 

I.110(59..5) 

- 

- 

4229 

16.5.5(39.1) 

Punjab 

5226 

2432(46.5) 

6809 

2011(29.5) 

6849 

21.59(31.5) 

2284 

2126(93.1) 

21168 

8728(41.2) 

Rajasthan 

2788 

1235(44.3) 

3780 

1226(32.4) 

3806 

1726(45.3) 

2662 

1463(55.0) 

1.10.17 

.5650(43.3) 

Delhi 

702 

■156(22.2) 

238 

25(I0..5) 

- 

- 

44446 

.1001.5(67.5) 

45.186 

.10196(66.5) 

North-Eastern Region 

19.56 

855(43.7) 

2349 

670(28.5) 

2873 

857(29.8) 

- 

- 

7178 

2382(33.2) 

Assam 

1160 

579(49.9) 

1622 

458(28.2) 

1815 

652(35.9) 

- 


4597 

1689(36.7) 

Others 

796 

276(34.7) 

727 

212(29.2) 

1058 

205(19.4) 

- 

- 

2581 

69.1(26.9) 

Eastern Region 

12816 

4795(37.4) 

11934 

3111(26.1) 

16046 

4877(.10.4) 

18512 

1.1145(71.0) 

.59.107 

25927(43.7) 

Bihar 

60.55 

2080(34.4) 

5896 

1.198(23.7) 

7330 

2303(31.4) 


- 

19281 

.5781(30.0) 

Orissa 

2004 

llll(.55.4) 

1764 

776(44.0) 

2415 

1296(51.7) 

. 

- 

618.1 

318.1(51..5) 

West Bengal 

4643 

1583(34.1) 

3980 

893(22.4) 

6.101 

1278(20.3) 

18312 

1.114.5(71.0) 

3.1436 

I6899(.50..5j 

Central Region 

17287 

6397(37.0) 

16414 

5394(32.9) 

20676 

72.16(35.0) 

10356 

5221(50.4) 

64733 

24248(37.5) 

Madhya Pradesh 

4964 

2739(55.2) 

5943 

2034(34.2) 

5209 

2711 (.52.0) 

3630 

2731(75.2) 

19746 

10214(51.7) 

Uttar Pradesh 

12322 

3658(29.7) 

10471 

.1360(32.1) 

15467 

4525(29.3) 

6726 

2490(37.0) 

44987 

14034(31.2) 

Western Region 

8976 

4059(45.2) 

13235 

5IOI(38..5) 

14054 

5546(39.5) 

89840 

64808(72.1) 

126104 

79514(63.1) 

Maharashtra 

3511 

2097(59.7) 

5199 

2453(47.2) 

71.50 

3556(49.7) 

79419 

57396(72.3) 

95280 

65502(68.7) 

Gujsrat 

4293 

1775(41.3) 

.5496 

1946(35.4) 

6904 

1990(28.8) 

10421 

7412(71.1) 

27113 

1.1123(48.4) 

Southern Region 

I2II1 

9.554(78.9) 

31120 

15515(49.9) 

26589 

17917(67.4) 

30369 

32167(105.9) 

100188 

7.51.53(75.0) 

Andhra Pradesh 

3568 

3170(88.8) 

5644 

3429(60.8) 

7229 

4252(5838) 

74.12 

7.196(99.5) 

2.1873 

18247(76.4) 

Konutoka 

3767 

2737(72.7) 

4979 

2815(56.5) 

5105 

2521(49.4) 

10342 

9102(88.0) 

24192 

17175(71.0) 

Kerala 

1104 

587(53.2) 

13984 

5014(35.9) 

5949 

3811(64.1) 

- 

- 

21037 

9412(44.7) 

Tamil Nadu 

3565 

3022(84.8) 

6.151 

4207(66.2) 

7771 

710.5(91.4) 

12595 

15669(124.4) 

.10281 

.1000.1(99.1) 

All-India 

67734 

31206(46.1) 

90437 

3445.5(38.1) 

10107.1 

48551(48.0) 

198470 

148944(75.0) 

4.57714 

2631.56(.57..5) 

Northern Region 

6957 

3343(48.1) 

6988 

.1044(43.6) 

10825 

March 1991 
6582(60.8) 

18681 

10179(55.6) 

4.14.50 

2.1349(53.7) 

Haryana 

992 

667(67.2) 

1332 

670(.50.3) 

1676 

1072(64.0) 

- 

- 

4001 

2409(60.2) 

Himachal Pradesh 

975 

366(.17.5) 

449 

184(41.0) 

- 

- 

- 


1425 

550(38.6) 

Jammu and Koshmir 

.590 

I9.1(.12.7) 

224 

72(32.1) 

1081 

77.5(71.7) 

- 


1896 

10.19(54.8) 

Punjab 

28.50 

a54(44.0) 

3259 

1326(40.7) 

.1891 

1930(49.6) 

- 

. 

10000 

4510(45.1) 

Rajasthan 

1184 

781(66.0) 

1616 

776(48.0) 

2774 

1600(57.7) 

- 

- 

5574 

31.57(56.6) 

Delhi 

331 

72(21.8) 

67 

9(1.1.4) 

• 

- 

18681 

10379(55.6) 

19079 

10460(54.8) 

North-Eastern Region 

873. 

533(63..1) 

1191 

490(41.1) 

1.164 

.565(41.4) 

- 

- 

3428 

1608(46.9) 

Assam 

520 

339(65.2) 

801 

340(42.4) 

878 

414(47.2) 

- 

- 

2200 

1093(49.7) 

Others 

353 

214(60.6) 

390 

1.50(38.5) 

486 

151(31.1) 

- 

- 

1228 

51.5(41.9) 

Eastern Region 

5698 

2895(50.8) 

6297 

2191(34.8) 

7198 

2743(38.1) 

11993 

7729(64.4) 

31186 

155.58(49.9) 

Bihar 

2809 

1337(47.6) 

28.50 

993(34.8) 

3750 

1273(33.9) 

. 

- 

9410 

3602(38.3) 

Orissa 

761 

627(82.4) 

734 

44260.2) 

1276 

847(66.4) 

. 


2770 

1917(69.2) 

West Bengal 

2090 

922(44.1) 

2585 

706(27.3) 

2172 

623(28.7) 

11993 

7729(64.4) 

18840 

9980(.53.0) 

Central Regitm 

7354 

3809(51.8) 

7179 

.140-1,47.4) 

12244 

619.1(50.6) 

1494 

806(53.9) 

28271 

14212(50.3) 

Madhya Pradesh 

1667 

1147(68.8) 

2120 

1163(54.9) 

3971 

2706(68.1) 

- 

- 

7758 

5016(64.7) 

Uttar Pradesh 

5687 

2662(46.8) 

5059 

2241(44.3) 

8273 

3487(42.1) 

1494 

806(53.9) 

20513 

9197(44.8) 

Western Regimi 

4189 

2578(61.3) 

6624 

3212(48.5) 

6848 

351.5(51.3) 

34023 

25670(75.4) 

51684 

34974(67.7) 

Maharashtra 

1737 

1298(74.7) 

2361 

1201(50.9) 

2863 

1484(51.18) 

31365 

23731(75.7) 

38326 

27714(72.3) 

Gujarat 

1973 

1183(60.0) 

3173 

1655(52.2) 

3985 

2031(51.0) 

2658 

1939(72.9) 

11789 

6807(57.7) 

Southern R^on 

5939 

5421(91.3) 

I3I6I 

7966(60..5) 

10516 

7931(75.4) 

12934 

13184(101.9) 

42550 

34502(81.1) 

Andhra Pradesh 

1919 

1825(95.1) 

3194 

2109(66.0) 

2868 

1773(61.8) 

3082 

3123(101.3) 

11063 

8829(79.8) 

Karnataka 

1681 

1478(87.9) 

1998 

1376(68.9) 

2178 

1470(67.3) 

3920 

.1407(86.9) 

9778 

7731(79.1) 

Kerala 

617 

402(65.2) 

4929 

2283(46.3) 

2240 

1915(85.5) 


- 

7786 

4600(59.1) 

Tamil Nadu 

1662 

1687(101.5) 

2995 

2180(72.8) 

3012 

2663(88.4) 

5932 

66.54(112.2) 

13601 

13184(96.9) 

All-India 

31010 

18599(60.0) 

414.19 

20.107(49.0) 

48995 

27529(56.2) 

79125 

57768(73.0) 

200568 

12420.1(61.9) 

1 Figures in brackeu ore credit-deposit ratios. 
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COMPANIES 


EPW Research Foundation 


USHA MARTIN INDUSTRIES 

Expansion and 
Modernisation 

USHA MARTIN INDUSTRIES, a part of 
the Jhawar group, saw an encouraging 
pcrfonnance in I99S-96 when it earned a 
26.2 per cent higher net profit over the 
previous year. A leader in wire and wire 
ropes, the company achieved a 20.1 per cent 
rise in net sales and a 14.9 per cent increase 
in value of production during the same period. 
At a time when the economy suffered from 
an acute liquidity crunch, the company 
managed to keep its interest cost (up 10.5 
per cent) under control. A lower increase in 
depreciation (up a mere 4 per cent) helped 
the company post a favourable increase in 
its bottomline. 

UshaMartin'sdi vision at Ranchi produced 

* 56,769 tonnes of wire and wire ropes 
compared to 45,332 tonnes manufactured in 
the previous year. Improved product quality 
helped the company forge ahead in the 
international markets and consequently 
exports of wire and wire rope increased by 
more than 70 per cent over the provious year. 
The company’s .steel plant at Jamshedpur too 
pcrformi^ well, producing 75,835 tonnes of 
billets. Production of wire rods, however, 
was affected due to several shut-downs on 
account of the continuingdi versification and 
expansion programmes. While the working 
of the mini blast furnace improved, the new 
3 MW captive power plant designed to run 
on blast furnace gas was commissioned 
and the company claims to have taken 
the necessary steps for making further 
improvements to increase productivity and 
luring down costs. Moreover, while the steel 
melting shop i.s in the process of stabilisation, 
the company is now capableof making billets 
of up to 12 metres in length. It has already 
begun making one metric tonne coil with 
better surface finish and dimensional 
tolerances to meet international quality 
standards. 

Meanwhile, new infrastructural facilities 
and equipment have been added at the 
company's machinery division at Bangalore 
and the extension of the factory has also been 
undertaken and is expected to be completed 
during 1996-97. The company's Usha Ismal 
division, which increased its turnover 
significantly in 1995-96, has received an 
order for anchorages and sheathing for the 
Bhagalpur bridge, one of the largest pre¬ 
stressed bridges in the country. 

•The modernisation and expansion 
programmes at Ranchi and Jamshedpur are 
reportedly nearing completion and the 
^ Jamshedpurunithasalreadybecomethefirst 
^ in thecountry to successfully use substantial 
quantity of pig iron in its electric arc furnace. 
As the plant is an integrated type, the full 


benefits of the modernisation and expansion 
schemes will only be avtulable once the 
stabilisation process has been completed and 
commercial production begins. 

'The company’s public issue of 45 lakh 
equity .shares of Rs 10 each at a premium 
of Rs 70 per share was fully subscribed and 
the allotment was made on May 2, 1995. 
Further, the company allotted another 
58,80,785 equity shares of Rs 10 each at a 
premium of Rs 25 per share to the holders 
of 16 per cent non-convertible debentures 
agaiast the second warrant exercisable by 
them. Consequently, the company’s equity 
capital has surged from Rs 30.6 crore to Rs 
40.9 crore during this period. In order to 
finance the normal capital expenditure and 
augment its long-term resources, Usha Martin 
Industries also issued and allotted cumu¬ 
lative redeemable preference shares of 
Rs 100 each for an aggregate value of Rs 14 
crore in addition to issuing and allotting 
debentures amounting to Rs IS crore on 
private placement to financial institutions 
and others. 

The company’s share pricecurrentlyquotes 
at around Rs 24 on the bourses, discounting 
its 1995-96 earnings per share by 4.3 limes. 

KALYANI STEELS 

Integrated Steel Project 

Kalyani Steels has performed well in 
1995-96, notching a 32.8 per cent increase 
in net sales and a 31.2 per cent rise in value 
of production. A lower increase in operating 
expenses helped the company post a 59.1 
per cent rise in operating proflt over the 
previous year. The year was characterised 
by a sharp increase m interest and depreci¬ 
ation charges which rose by 179.3 per cent 
and 82.2 percent, respectively. Consequently, 
the sharp spurt in operating profit could 
not be maintained and net profit increased 
by only 22 per cent. Further, while the 
company's imports surged by 59 per 
cent during the period, exports fell by 16.3 
per cent. 

During the year under review, the 
company’s equity increased from Rs 39.1 
crore to Rs 45.1 crorc mainly due to exercise 
of entitlement attached to warrants issued to 
the promoter group, allotted on September 
12,1994. As a result, the company ’ s earni ngs 
per share fell from Rs 6.2 last year to Rs 
5.8. Prudently, the company decided to 
maintain thedi vidend rate at latit year’s level 
of 30 per cent. Book value per share, in the 
meanwhile, has risen from Rs 88.2 to Rs 96. 

The company produced 86,401 tonnes of 
mild steel/carbon/alloy steel ingots/billets as 
compared to 83,681 tonnes produced in the 
previous year, representing an increase of 
3.3 per cent. Sale, in volume terms, also 
increased by 3.6 per cent from 81,992 tonnes 


to 84,975 tonnes while sale realisation 
increased sharply by 35.2 per cent. 

The company claims that this was due to 
the fact that both productivity and effici¬ 
ency of the plant was at its optimum. The 
mo^misation and rationalisation of the plant 
proved fruitful in the form of reduced power 
and fuel consumption and the plant continued 
to perform at over 100 per cent capacity 
utilisation. 

In line with its strategy to focus on its core 
competency in steel manufacturing, the 
company has embarked on an integrated 
steel making project with a total outlay of 
Rs400crore. The project will ha ve a capacity 
of 2,90,000 tonnes per annum (tpa) and is 
being set up in the Raichur district of 
Karnataka. Being set up in two phases, this 
project will use Korf technology from Brazil. 
The first phase of the project will involve 
setting up manufacturing facilities for 
2,40,000 tpa of pig iron/hot metal and is 
expected to cost around Rs 120 crore. This 
phase, which has been appraised by ICICI 
and is being financed by leading financial 
institutions, will commence commercial 
production by May this year. 

The second phase of the project involves 
setting up a more cost effective carbon and 
alloy steel plant with a capacity of 2,90,000 
tpa. This plant will use the output of the first 
phase (hot metal) as its raw material for 
prtxiucing billets and rounds. The company 
has already spent around Rs 37 crorc on the 
project which is expected to go on stream 
by the end of 1997. The company has been 
approached by other steel majors to share 
investment and production facilities in this 
project and it is reportedly considering these 
proposals. If accepted, the proposals are 
expected to considerably reduce investment, 
thereby ensuring the project’s long-term 
viability. 

Meanwhile, the company’s .share price 
currently quotes at around Rs 27, discounting 
its 1995-96 earnings per share by 4.6 times. 

UPCOM CABLES 

Rise in Interest Cost 

Upcom Cables manufactures jelly filled 
telecommunication cables (JFTC). A Sanjiv 
Goenka group company, Upcom Cables 
suffered a .setback in 1995-96 when it saw 
a 15.5 |>cr cent fall in iu> bottomlirte despite 
a 23.2 per cent rise in net sales and a 20.1 
per cent increase in value of production. 

The major culprit was a sharp increase 
in interest cost of 106.1 per cent. This is 
confirmed by the fact that the company's 
operating performance was not so bad as 
operating profil increased by 23.4 per cent. 
Ptoduction of JFTC rose by 23.1 per cent 
from 9,84.473 conductor kilometres (CKM) 
to 12,12,014 CKM while sale in volume 
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Tlw Week's Companies 

(Rslakh) 


Growth and Financial Indicators/ 

Year Ending 

Usha Martin 

KalyanI Steels 

Upcom Cables 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

iDoome/approprlntloiia 

1 Net sales 

29145 

24275 

19187 

14454 

9425 

7649 

2 Value of production 

28905 

25168 

19195 

14634 

9270 

7717 

3 Other Income 

1213 

927 

878 

621 

496 

46 

4 Ttrtal inciime 

.30118 

26095 

20073 

15255 

9766 

7763 

5 Raw materials/stores and 

14864 

13208 

11282 

10945 

6469 

5132 

spares consumed 

6 Other manufacturing expenses 

.3079 

3511 

2718 

-61 

348 

314 

7 Remuneration to employees 

2950 

2439 

1022 

841 

258 

230 

8 Other expenses 

4275 

2853 

1516 

1308 

593 

387 

9 Operating profit 

4950 

4084 

3535 

2222 

2098 

1700 

10 Interest 

1585 

1434 

796 

285 

816 

396 

II Grass profit 

.3056 

2540 

2723 

2017 

1156 

1293 

12 Depreciation 

700 

673 

798 

438 

266 

257 

13 Profit before tax 

2356 

1867 

1922 

1576 

890 

1036 

14 Tax provision 

- 

- 

- 

- 

15 

- 

15 Profit after tux 

2356 

1867 

1922 

1576 

875 

1036 

16 Dividends 

1127 

643 

994 

780 

156 

- 

17 Retained profit 

1229 

1224 

928 

796 

719 

1036 

LlaUlUics/asscts 

18 Paid-up capital 

.5493 

3061 

4507 

3911 

1394 

884 

19 Reserves and surplus 

20549 

14841 

25864 

188.50 

1263 

756 

20 Long-term loans 

29310 

22646 

17765 

16701 

5344 

2808 

21 Short-term loans 

4277 

7165 

3172 

2056 

1156 

796 

22 Of which bank borrowings 

4277 

7165 

3172 

2056 

11.56 

796 

23 Cross Fixed assets 

43452 

34036 

21814 

16979 

.5014 

4822 

24 Accumulated depreciation 

6794 

6093 

3963 

3181 

3062 

2584 

25 'Inventories 

9771 

8557 

3068 

2856 

824 

1077 

26 Total assets/liabilities 

70383 

60237 

65956 

54003 

10765 

6454 

Mbcellancoiu Items 

27 Excise duty 

3644 

3839 

2969 

2195 

2332 

1913 

28 Cross value added 

6454 

5679 

4100 

2780 

1625 

1877 

29 Total foreign exchange income 

7501 

3967 

44 

49 

45 

- 

30 Total foreign exchange outgo 

6.347 

6769 

2446 

1544 

2631 

1482 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 41.41 

40.30 

29.09 

26.77 

87.55 

118.52 

32 Sales to total net assets (%) 

48.88 

50.88 

37.40 

34.81 

102.93 

145.86 

33 Cross value added to 
gross Fixed assets (%) 

14.85 

16.69 

18.80 

16.37 

32.41 

38.93 

34 Return on investment 

(gross proFit to total assets) (%) 

4..34 

4.22 

4.13 

3.73 

10.74 

20 03 

35 Cross proFit to sales 
(gross margin) (%) 

10.49 

10.46 

14.19 

13.95 

12.27 

16.90 

36 Operating proFit to sales (%) 

16.98 

16.82 

18.42 

15.37 

22.26 

22.23 

37 ProFit before tax to sales (%) 

8.08 

7.69 

10.02 

10.90 

9.44 

13.54 

38 Tax provision to 
profit before tax (%) 


_ 


_ 

1.69 


39 ProFit after tax to net worth 
(return on equity) (%) 

9.05 

10.43 

6.33 

6.92 

.'2.93 

63 17 

40 Dividend (%) 

27.00 

27.00 

30.00 

30.00 

15.00 

- 

41 Earning per shore (Rs) 

5.62 

6.10 

5.83 

6.19 

9,54 

11 72 

42 Book value per share (Rs) 

60.21 

58.48 

96.01 

88.18 

20.46 

12.43 

43 P/E ratio 

4.27 

5..S7 

4.63 

7.43 

1.68 

2.56 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

1I2..55 

126.50 

58.49 

73.38 

229.45 

255 51 

45 Short-term bank borrowings 
to inventories (%) 

43.77 

83.73 

103.39 

71.99 

140.29 

73.91 

46 Sundry creditors to 
sundry debtors (%) 

100.72 

86.08 

43.92 

42.27 

12.01 

30.89 

47 Total remuneration to employees 
to gross value added (%) 

45.71 

42.95 

24.93 

30.25 

15.88 

12.25 

48 Total remuneration to employees 
to value of production (%) 

10.21 

9.69 

5.32 

5.75 

2.78 

2.98 

49 Gross Fixed assets formation (%) 

27.66 

79.84 

28.48 

-43.42 


- 

50 Growth in inventories (%) 

14.19 

45.80 

7.42 

-10.16 

-23.49 

7.27 


- means not available. 


terms improved by 23.9 per cent from 
9,83,034 CKM to 12,17,S93 CKM. During 
the year under ieview,thecompanyincrcased 
its installed capacity from 12.5 lakh CKM 
to I S.S lakh Ci^ and it has plans to further 
increase capacity to 24 lakh CKM. This is 
to meet the growth of demand whicif is 
expected to be around 1S-20 per cent as pei 
the latest indications from the department 
of teiecommuniemions. 

Meanwhile, the Board of Industrial and 
Financial Reconstruction (BIFR)delisted the 
company in January 1996 under the 
provisions of the Sick industrial Companies 
(Special Provisions) Act, 1985. 

In order to Finance its long-term working 
capital requirements the company issued ■ 
Five lakh r^eemable cumulative preference 
shares ofRs 100 each during the year. Further, 
one lakh equity shares of Rs 10 each were 
allotted to Financial institutions, namely, 
IFCI, IDBI and ICICI in view of the con¬ 
version option exercised by these institu¬ 
tions pursuant to the terms and conditions 
agreed to in the BIFR package. 

The increase in capital and the sitn( > 
taneous fall in net profit led to a decline in 
the company’s earnings per share from 
Rs 11.7 last year to Rs 9.S. Book value, on 
the other hand, increased from Rs 12.4 to 
a healthy Rs 20.5 during the same period. 
Encouraged by this, the company, which had 
failed to declare a dividend last year, declared 
a 15 per cent dividend for 1995-96. 

Thecompany has been continuously trying 
to develop indigenous raw material. It claims 
to have already replaced the imported melt 
and succeeded in achieving improvements 
in process controls and parameters as a result 
of which it has enjoyed cost reduction by 
way of reduction in waste and an increase 
in productivity levels. I n future the company 
plans to apply its efforts for developing large 
size cables for international markets. 

As the technology for production of JFI^ 
up to 1,200 pairs has been reasonably 
absorbed by the company, substitution of 
imported indigenous raw material, wher¬ 
ever possible, has reportedly resulted in 
consistency in product quality, cost reduction 
and saving of foreign exchange. The com¬ 
pany claims that it has also successfully 
developed popular size cables for its 
customers. 

However, a glance at its import figures 
shows that the import content in the 
company’s raw material consumption has 
increased from 46.1 per cent in 1994-95 to 
53.8 per cent in 1995-96. The main ra» 
material consumed by the company arc 
copper, polyethylene compounds and 
galvanised steel tape. Moreover, the com¬ 
pany’s imports (on CIF basis) in 1995-96 
surged by a hefty 79.7 per cent from Rs 14.1 
crore to Rs 25.3 crore. 

Meanwhile, the company’s stock price 
currently hovers around Rs l6ontheBomI^ 
Stock Exchange, discounting iu 1995-96 
earnings per share by a mere 1.7 times. 
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Moving beyond the CTBT 

Achin Vanaik 

India’s responses in the CTBT debate reflects the emergence of a 
more cynical nuclear elite, both inside and outside government which 
has prompted a greater inclination to subordinate disarmament 
matters, even of a global kind to what it perceives as its security 
interests. The chances of bringing India into the global disarmament 
process by appealing to some sense of reasonableness in the South 
Block are receding. 


IT was not merely the Indian rejection of 
the CTBT but its manner and justification 
for doing so that augurs ill for the future. 
It is now quite possible that when the 
Conference on Disarmament (CD) at Geneva 
attempts to pursue its existing mandate to 
negotiate a fissiles materials cut-off treaty 
tt^CTT) that India might not even let this 
process gel off the ground by insisting from 
the beginning that it be tied to the establish¬ 
ment of a time-bound disarmament schedule 
on the part of the nuclear weapons states 
(NWSs). Incidentally, India like the NWSs 
and unlike most non-aligned states, does not 
want existing stockpiles to come under the 
scope of any such FMCT. 

What all this reflects is the emergence of 
a more cynical nuclear elite in India both 
outside and inside the government which 
thinks more and more like the nuclear elites 
of the other countries and less and less like 
the India of old. In short. New Delhi is now 
more firmly inclined to subordinate 
disarmament matters, even of a global kind, 
to what it perceives as its security interests. 
iMIhis means one should nut be optimistic 
about the possibilities of bringing India into 
theglobal disarmament process by appealing 
to some sense of supposed reasonableness 
in the South Block. One can, of course, 
continue to try. After ail, the prime culprits 
for the global mess we are in are still very 
much the NWSs not India. 

But one should also be more prepared for 
a new Indian intransigence on what are called 
step-by-step or incremental approaches to 
global nuclear arms restraint and disarma¬ 
ment. In those cases of such incremental 
measures which do not invoke Indian parti¬ 
cipation one should expect silence or indif¬ 
ference or even expressions of contempt at 
least by those belonging to the bomb lobby 
outsideof government. These would be those 
kinds of unilateral, bilateral or regional 
measures such as continuing arms reduction 
by Russia and the US, efforts to set up 
^^gional nuclear free zones in places other 
Than south Asia, etc. In regard to those incre¬ 
mental measures which arc of a fully multi¬ 
lateral naturefe g, the FMCT) and thus imply 


participation of and a possible sacrifice on 
India’s part, itcan now beexpected to serious¬ 
ly consider blocking such ef^forts in the name 
of an ultimategoal, total nuclear disarmament, 
with which everybody can agree but the 
pursuit of which is hampered precisely by 
such an Indian all-or-nothing stand. 

However. Indian intransigence does raise 
the issue of how wc should take up this 
matter of incremental versus the absolute 
approach. The most important embodiment 
of the latter is the effort to set up a Nuclear 
Weapons Convention (NWC) to establish a 
time-bound schedule for complete and 
permanent global nuclear disarmament 
along the lines of what has already been 
pursued forchemical and biological weapons. 
This is a proposal, which the Indian govern¬ 
ment has publicly endorsed as well as being 
welcomed by Indian hawks. Certainly, the 
time has come for pursuing such a measure. 

Already, concerned NGOs and expert 
lawyers, scientists and others have made 
strenuous and sy.sicmatic efforts to 
continuously refine a model draft of a NWC 
treaty. They have been able to move in this 
direction precisely because they have based 
themselves on the lessons already learnt in 
previous elTorts at drawing up the chemical 
and biological weapons convention drafts as 
well as on the widqarniy of various treaties 
of an incremental type such as the START 
treaties, other arms reduction efforts, the 
CTBT, the nuclear weapons free zone treaties, 
etc. [For a discussion on what the basic 
parameters of such a treaty involve, see our 
Testing Times book on the CTBT published 
in 1996; Box 7, pp .“iS-Sg.J In short, both 
the incremental and absolute approaches 
must be pursued because both have their 
advantages and disadvantages. Pursuit of 
incremental benefits must not become a 
substitute for constantly postponing or 
ignoring the final goal which is the game, 
the NWSs, particularly the US, most want 
to play. Nor should pursuit of the latter 
ignore the need to make progrc.s.s and create 
a momentum towards realisation of the final 
goal precisely through achievements of 
limited but concrete benefits. 


NUCLEAR NOTEBOOK 

One obvious way of reconciling these two 
approaches is to see the NWC as embodying 
a framework of protocols which 
acknowledges and endorses the pursuit of 
all positive incremental measures in various 
fora, be they bilateral, unilateral or 
multilateral. In this way not only is the NWC 
considered very important to pursue in its 
own right but it is also not counterposed to 
incTemental efforts elsewhere and indeed 
brings it into its own aegis as an all-en¬ 
compassing yet flexible structure of 
negotiation and discussion. 

To begin with, it is pointless to make 
acceptance of the principle of time-bound 
disarmament, let alone a precise date or 
schedule for it, a precondition for partici¬ 
pation in such a Convention. The NWSs will 
not agree to such a stipulation to start with. 
But it is .something that can and should 
emerge fairly early on once discussions and 
negotiations begin. 'The principle of time- 
bound disarmament will be accepted first 
before a date is agreed upon. In December 
1996, a Malaysian resolution at the UN 
which endorsed the findings of the World 
Court 0.1 disarmament called precisely for 
efforts to prepare for complete and perma¬ 
nent elimation of^ nuclear weapons, found 
favour with a very large number of countries 
including some European members of the 
Western bloc precisely because it was seen 
as both realistic (in not yet specifying a 
time-frame) and as correctly and urgently 
calling for the immediate initiation of a 
process and forum for negotiating total 
disarmament. 

'fhe CD is one such strong candidate as 
an appropriate forum in this regard. An Ad 
Hoc Committee to begin such discussions, 
whose logic could ultimately lead to the 
culling of a NWC, needs to be set up. Russia 
and China arc amenable to this but France, 
Britain and the US have so far opposed this. 
However, there are already cracks amongst 
their European al lies i n reg^ to this proposal 
with an increasing number either supporting 
or willing to accept the idea. So pressure on 
it to concede such a body (at least with a 
discussion or deliberative if not immediately 
a negotiating mandate) ran certainly be 
organised with good chances of early success. 
It was pressure, for example, mounted by 
non-nuclear weapons states (NNWSs) to 
have a Partial Test Ban Amendment Con¬ 
ference which eventually led to the setting 
up in the CD of an Ad Hoc Committee to 
discuss and negotiate a CTBT; and then 
pressure at the NPT Conference that led to 
the fixing of a specific deadline for comple¬ 
ting negotiations for a CTBT. 

Furthermore, had India been prepared to 
seriously consider signing the CTBT 
provided it got a good bargain (and not 
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simply adopt a negative and intransigent 
posture for the purposes of preparing an 
excuse for itself in advance) then it could 
have taken the lead in demanding just such 
an Ad Hoc Committee. There would then 
have been very high chances of India getting 
a commitment by all the N WSs to accept an 
Ad Hoc Committee in the CD with at least 
a deliberative mandate. This would have 
been a veiy important gain. 

Undermining the authority of the CD then 
only plays into the hands of the anti- and 
reluctant disarmers. Yet this is what India 
did in the course of the CTBT negotiations 
and it is what it might well further exacerbate 
if it stymies the efforts to make progress in 
negotiating a FMCT. It is one thing for India 
to disassociate itself from the CTBT or 
FMCT. It is another thing for it to block CD 
efforts in this regard because of the procedural 
principle (a good one despite its possibility 
of abuse) of consensus being required among 
all CD members for passage of any final text 
or treaty. 

India’s initial re-sponse to the CTBT 
negotiations in end June 1996 was to 
disassociate itself from it. Unfortunately, 
Russian, Chinese and British determination 
(not incidentally, that of the US) to make 
the CTBTs entry into force contingent on 


Indian ratification pushed India into 
reconsidering its longer term diplomatic 
strategy and in it deciding to adopt a mme 
active policy aimed at undermining the 
authority of the CD itself. This 
reconsideration led India to block passage 
of the CTBT in the CD although it knew full 
well that its ostensible reason for doing this 

- to change the entry into force provision 

- was not on. 

Is there rea.son then to expect that India 
might be persuaded to make its own serious 
contribution to the ongoing efforts to pursue 
global measures and efforts at disarmament? 
Can it or will it propose the kind of measures, 
like the Rajiv Gandhi Declaration of 1988, 
that were examples of serious disarmament 
diplomacy? The honest answer is probably 
not. in that case those concerned about 
strengthening and further institutionalising 
the process of global disarmament would do 
well to put their efforts where it will count 
more. This is to push for more and rapid arms 
reduction by the NWSs, to mobilise other 
NNWSs to take the lead individually and 
collectively in this regard, and perhaps most 
important of all, focus efforts on getting a 
CD Ad Hoc Committee on global dis¬ 
armament institutionalised into existence in 
some way. 


As for India, it would be better if we 
clearly recognise the now more cynical face 
of the Indian nuclear establishment - its 
relatively greater indifference to pleas for 
reasonableness, and the strengthening of the 
global momentum towards moderation - 
make it mote difficult for India to behave 
immoderately, i e, go openly nuclear. Two 
approaches should be avoided. Any effort 
by the NWSs to pressurise India to bdiave 
more ‘responsibly’ will not only be grossly 
hypocritical but will also be counter- 
pn^uctive. The only pressure they should 
put is that of their own example of better 
behaviour. Secondly, one cannot hope that 
India can be prevailed upon to take a lead 
among non-aligned countries (which include 
most NNWSs) in the pursuit of realistic 
measures of global disarmament. 

India did not take any such lead in the 
course of the CTBT and confined itself to 
(a) making criticisms which were partially 
valid but also made in a more balanced 
fashion by other forces, both govemme# 
and non-government; and (b) in playjn; 
an essentially negative and obstructive 
role. India will surprise many if it sud¬ 
denly reverses the newly acquired rede- 
xcs that it has developed over the last two 
years. 


Jadavpur University 

Calcutta - 32 

Employment Notification No. A2/C/2/97 

Professor in the Area ‘Planning and Development’ 

The University is currently looking for an outstanding and recognised scholar for the Planning 
Commission Chair in Planning and Development to head the Planning Unit to be housed in the 
Department of Economics of the University. Applicants should, ‘apart from an excellent academic record’ 
have a Doctoral Degree or an equivalent professional qualification from an Indian/Foreign University, 
adequate working experience in Senior academic/research/management position and an outstanding 
record of research and publications. The Chair Professor is expected to undertake research in Planning 
and Development of the highest quality and relevance and to provide leadership for developing the 
Planning Unit which will have research and supporting staff and other modem facilities. He/She is 
also expected to give special lectures. The selected expert would be on a contract, renewable on 
satisfactory performance and on negotiable terms. Interested candidates may apply with complete 
biodata with copies of the important publications, names and addresses with contact telephone numbers 
of three referees to the Registrar, Jadavpur University, Calcutta - 700 032, within 30 days from the 
date of publication. 

Registrar. 
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Revamped Public Distribution System 
Who Benefits and How Much? 

Kripa Shankar 

When it was found that in the backward rural areas people were 
getting no supplies from the Public Distribution System, a Revamped 
Public Distribution System (RPDS) was launched in 1992 for tribal, 
arid, hill and remotely located areas. The scheme now covers 2,496 
blocks all over the country. Findings of a survey of RPDS in 21 tribal 
villages in Minapur district in UP. 


THE Public Distribution System (PDS) is 
a corollary of the procurement scheme for 
if foodgrains are procured it will have to be 
sold. Government procures about 10 per cent 
each of wheat and rice produced in the 
country. In the absence of this procurement 
market prices of wheat and rice would have 
mien much lower, which would have 
Rnefited the poor most. Dantwala was the 
first to point this out. The bulk of the procured 
grains comes from the top 2 per cent of 
landowners and nearly 90 per cent of all 
wheat is procured from Punjab and Haryana. 
Likewise Punjab and Haryana account for 
two-thirds of the rice that is procured. Thus 
it is the large farmers in thedeveloped regions 
who are benefited by procurement, although 
It is paraded in the name of farmers in general. 

PDS also benefits certain areas and certain 
segment of the population. It is largely an 
urban affair where the bulk of the supply 
goes. And in urban areas it is the metropolises 
which are largely benefited. For example. 
Delhi with I per cent of the population and 
living the highest per capita income accounts 
HirS per cent of the grains distributed through 
PDS in the country. 

The National Sample Survey 42nd round 
has reported that at the all-India level rice 
purcha.sed from PDS formed only 16.7 per 
cent of the total rice purchased by the 
households. In the case of wheat it was 12.6 
per cent only. In a state like UP in the rural 
areas, wheat and rice purchased from PDS 
accounted for only 2.4 and 4.4 per cent, 
respectively, of the total purchase of these 
foodgrains by the households. In case of 
sugar and kerosene the same was 29 per cent 
and 7 per cent, respectively. A study by Kint 
S Parikh based on the above mentioned NSS 
study has shown that in states like UP, Bihar 
and Orissa where the bulk of the rural poor 
arc concentrated, 98 per cent of the rural 
population dues not make any purchase from 
PDS. For the bottom 20 per cent of the rural 
population in UP, purchaseof wheat and rice 
^ from PDS formed I per cent each of their 
purchases. Significantly for the top 10 per 


cent of the rural population in UP, PDS 
accounted for IS per cent of the wheat and 
14 per cent of the rice purchased by these 
housholds while for the bottom 10 per cent, 
the percentage was 0.9S in the case of rice 
and 0.63 in the case of wheat. Thus the 
benefit of PDS actually goes to richer 
households in the rural areas. Even in urban 
areas of UP, 93 per cent of the households 
do not make any purchase from PDS. Parikh 
has found that in rural UP per capita subsidy 
(difference between PDS prices and open 
market price) for a period of 30 days was 
Re I or say Rs S per household per month. 
For UP as a whole, per capita supply of 
foodgrains from PDS was less than 3 kgs 


per year and in the rural areas only 2 per 
cent of the population got any supply of 
foodgrains. Thus for the rural population 
PDS is irrelevant so far as UP is concerned. 
The picture in the other backward states is 
no b^er. 

When it was found that in the backward 
rural areas people were getting no supply 
from PDS, RPDS was started in June 1992 
for tribal, arid, hill and remotely located 
areas. The scheme now covers 2.496 blocks 
in the country which also have Employment 
Assurance Schemes. The issue price under 
RPDS for foodgrains is lower by Rs 50 per 
quintal than the price in normal PDS and it 
is further stipulated that retail price of 
foodgrains in RPDS should not be higher 
than the central issue price by more than 25 
paise per kg. 

We conducted a survey of RPDS in 21 
remote tribal villages of Hallia block in 
Mirzapur district bordering Madhya Pradesh. 
There were in all 1,569 households out of 
which 599 or 38 per cent were landless. 
Marginal farmers formed 13 per cent of the 
households and accounted for 7.6 per cent 
of the land while those owning more than 
2 ha accounted for 11 per cent of the house¬ 
holds but owned 44 per cent of the land. 

The data was collected mostly by resi¬ 
dent investigators as they could get reliable 


T.xble I: PsR Household Foodgrain Purchased n«OM RPO.S and the Market 


Size 

Category 


Landless 
Less than 1 .00 
1.00-2.00 
2.00 and above 
All 


No of 
Households 


Per Household 
Purchase from RPDS 


Per Household 
Foodgrains Purchased 
from Market (kgs) 

4 


Table 2: Sizewisi Percentaoe Distribution of Purchase from RPDS and Market 


Size of Land 


Foodarain 


Holding (ha) Households RPDS Market Total 


_ Kerosene _ 

RPDS Market Total 


_ Sugar 

RPDS Market Total 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

Landless 

.599 

Nil 

100.00 

100.00 

23.89 

76.11 

i 00.00 

8.27 

91.73 

100.00 

Less than l.(X) 

213 

Nil 

100.00 

100.00 

29.58 

70.42 

100.00 

17.11 

82.89 

100.00 

1.00-2.00 

581 

Nil 

100.00 

100.00 

53.95 

46.05 

100,00 

34.72 

65.28 

100.00 

2.00 and above 

176 

Nil 

100.00 

100.00 

.56.24 

43.76 

100.00 

.36.19 

63.81 

100.00 

All 

1.569 

Nil 

100.00 

100.00 

4l.i5 

58.75 

100.00 

22.07 

77.93 

100.00 


Table .1: Sizewise Per Household Purchase from RPDS and Market 
Kerosene (Litre) _Sugar (Kgs) 


Size 

Kerosene (Litre) 


Category (Ha) 

RPDS 

Market 

“Spd5 

I 

2 

3 

4 

Landless 

0.44 

1.40 

0.16 

Less than 1.00 

0.69 

1.64 

0.33 

1.00-2.00 

1.23 

1.05 

0.59 

2.00 and above 

1.72 

1.34 

0.84 

All 

091 

1.30 

0.42 
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information. Purchase from RPDS and the 
marketduringthepreviuus30dayswas noted 
down during October-November 1995. 

Under RPDS in Hallia block 2.3 kgs of 
wheat and 820 grams of rice, respectively, 
aregiven perunit per month while 200 grams 
of sugar is given per unit per month. For 
kerosene the same is 3 litres per month per 
household. In Hallia block 30,510 ration 
cards have been issued having 1.32 lakh 
units. The monthly allocation is 2,920 
quintals of wheat 1,000 quintals of rice, 236 
quintals of sugar and 83,000 litres of 
kerosene. Wheat is to be sold at the fair price 
shop at the rate of Rs 3.77 per kg, rice at 
Rs S.I2 per kg (common variety), sugar at 
Rs 9.05 per kg and kerosene at Rs 2.95 per 
litre. In normal PDS wheat is .sold at Rs 4.50 
and common rice at (he rate of Rs 6 per kg. 
In Hallia block sugar was actually supplied 
at Rs 10 per kg to the card-holders and 
kerosene was supplied at the rate of Rs 4 
per litre or even higher depending upon the 
exigencies of the situation: 

The fair price shop dealers get wheat at 
Rs 374.50 per quintal whereas they are 
supptrsed to sell it to the consumer at the 
rate of Rs 377 per quintal. Their margin is 
Rs 2.5 per quintal in case of both wheat and 
rice and Rs 5.5 in case of sugar. The same 
is 17 paisc per litre in case of kerosene. The 
.sack which sells at Rs 25 per unit in the 
market is the additional benefit. 

The shopkeepers whom we could interview 
were unanimous in reporting that they have 
to pay to the inspector at the rate of Rs 10 
per bag or drum of kero.senc. Besides the 
clerk has to be paid at the rate of Rs 5 per 
bag. The porter has to be paid at the rate of 
Rs 2 per bag. Transportation cost is to be 
met by the shopkeeper and the village 
‘pradhan’, on whose recommendation licence 
is given, has to be kept in good humour, 'lire 
shopkeepers maintain that after meeting these 
charges they just cannot afford to sell at the 
stipulated prices. 

Table I shows the sizewise per household 
purcha.se of foodgrains for RPDS and the 
market in the reference month. The most 
staitlingfact is that no foodgrains were distri¬ 
buted in any village in the reference month. 
We had specifically enquired as to when in 
the past the households had got any food- 
grains from PDS. No such supply was ever 
made. The only occasion that foodgrain was 
supplied to some households was about a 
decadebackwhenon«;countofdrought some 
charitable agencies had distributed food- 
grains but the PDS was nowhere in the picture. 

As our survey was confined to 21 villages 
we sent our investigators to other villages 
to find out if ever foodgrains were supplied. 
It was blank everywhere. From know¬ 
ledgeable and other persons we got the same 
answer. In Hallia market, which is the main 
centre of this block and where block head¬ 


quarter is situated, the same situation pre¬ 
vailed and so was the case in the adjoining 
villages. We enquired from sundry persons 
in the weekly market if in their village 
foodgrain was distributed. People reported 
(hat kerosene and sugar are occasionally 
distributed but not foodgrain. The conclusion 
is inescapable that the entire foodgrains go 
to the black market and alarge part of kerosene 
and sugar also meets the same fate. 

As regards open market purchase of 
foodgrains it will be seen from the table that 
the same was 35 kgs for the landless 
households but declined progressively to 19 
kgs in case of those having 2 ha and above 
of land. Market dependence was inversely 
related to size of landholding. 

Table 2 shows the sizewise percentage 
distribution of purchase from RPDS and 
market. As already noted, RPDS did not 
supply any foodgrain to any category. As 
regards kerosene, for the landless RPDS 
accounted for only 24 per cent of the supply. 
In the case of marginal farmers it account^ 
for 30 per cent of the kerosene purchased 
by this category. The share increased to 54 
per cent in case of small farmers and further 
to 56 per cent in case of medium and large 
farmers. Similarly, in case of sugar, RPDS 
accounted for 8 per cent of the total sugar 
purchased by the landless. The share of 
marginal farmers was 17 per cent which 
further went up to 35 percent in case of small 
farmers and was 36 per cent in case of 
farmers in the category of 2 ha and above. 
For all the categories taken together, RPDS 
accounted for 41 per cent of the total supply 
of kerosene and 22 per cent of sugar. TTius, 
the hou.seholds' dependence on market for 
kcro.scne was nearly 60 per cent and the same 
was still larger at 78 per cent in case of sugar. 
The dependence on market for both the 
commodities was inversely related with the 
size ot landholding. 

Table 3 shows the per household purchase 
from RPDS and the market. It will be seen 
that on an average a household got 0.91 litre 
of kerosene from RPDS in the reference 
month while they had to purchase 1.3 litres 
of kerosene on an average from the market. 
What is significant to note is that, by and 
large, RPDS purchase increased with an 
increase in the size of landholding. Whereas 
the landless on an average purchased 0.44 
litre of kerosene, the marginal farmers 


purchased 0.69 litre, small farmers pur¬ 
chased 1.23 litres and those in the size 
category of 2 ha and above sizes purchased 
1.72 litres. 

A similar picture emerges in case of sugar 
as well. On an average, the households 
purchased 0.42 kg of sugar from RPOS 
while they purchased 1.48 kg from the nuuket. 
Here also the purchase was positi vely related 
with the sizeof holding. Whereas thelandless 
labourers purchased 0.16 kg of sugar on an 
average in the reference month from RPDS, 
the marginal farmers purchased 0.33 kg, 
small farmers 0.59 kg and medium and others 
0.84 kg. Significantly, the market purchase 
of sugar was 1.8 kg in case of the landless 
which was highest for any group. The bigger 
categories depended on the market in a lesser 
manner as they could get relatively more 
from the RPDS. 

In order to find out how the situation 
differs in non-RPDS blocks in a developed 
region we selected two villages, Moham- 
madpur in Faizabad district which has the 
highest productivity in eastern UP anfS 
Hirdyapur in Kanpur Dehat of central UP 
which among other things was at a distance 
of 25 kms from Kanpur and was well con¬ 
nected with it. It was found that although no 
cereals were distributed through the PDS in 
the two villages, yet per household distribu¬ 
tion of kerosene in Kanpur village was highest 
at 3.44 litres, almost four times that in Hallia 
block. Likewise per household supply of 
sugar was over six times that in Hallia block 
(2.72 kgs as against 0.42 kg in Hallia). In 
Mohammadpur village of Faizabad the 
average supply of kerosene was 1.81 litres 
which was twice that in Hallia block. Sugar 
supply from PDS was 1.43 kgs in this village 
which was more than three times that in 
Hallia block. 

Significantly, access to PDS was highet*:: 
in the two villages as compared to Hallia. 
In the latter RPDS accounted for41 percent 
of the kerosene consumption but in 
Hirdayapur the PDS accounted for 77 per 
cent of the total consumption of kerosene. 
Similarly, in caseof sugar, the PDS accounted 
for 58 per cent of the total consumption as 
against 22 per cent in Hallia. This was so 
in Faizabad village also. By and large, per 
household supply from PDS was positively 
related with size holding as was the case in 
Hallia block. 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscriptions to the EPW from outside 
the country together with the subscription payments sent to supposed subscription agents 
in India have not been forwarded to us. 

We wish to point out to subscribers and subscription a^ncies outside India that oil foreign 
subscriptions, together with the appropriate remituinces, must be forwarded to us and not 
to unauthorised third parties in India. 

We oike no responsibility whatsoever in respect of subscriptions not registered with us. i 

Manager 
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INDIAN LANGUAGES NEWSPAPERS: II 

Urdu: Waiting for Citizen Kane? 

Robin Jeffrey 

• _ 

According to government statistics the circulation of Urdu dailies 
shows a phenomenal increase in the last two decades, higher than the 
total rise for Indian dailies in all languages. Is the rising circulation 
trend reported genuine? Is the Urdu reading public in India being 
renewed? 

[Spreading across India after the er^ of the “emergency” in 1977, 
technological change in the form of the personal computer and offset 
press revolutionised the newspaper industry. The circulation of daily 
newspapers in all languages trebled between 1976 and 1992 - from 
9.3 million to 28.1 million and the dailies-per-thousand people ratio 
doubled - from 15 daily newspapers per 1,000 people to 32 per 
1,000. Regular reading of something called “news” both indicates 
and causes change. Expansion of competing newspapers clearly 
signals the vitality and growth of capitalism: newspapers have owners 
^nd owners must have advertisers. The changes of the past 20 years 
are obvious yet largely unstudied. This series of articles on the press 
in the major Indian languages are part of a larger project to map, 
analyse and try to understand the transformation of the Indian 
languages newspaper industry. This e.ssay concludes the series.] 


OF all the Indian language newspaper 
industries, Urdu poses the most intriguing 
questions, and, ultimately, best highlights 
the way in which capitalism, and its 
companion, the modem state, affect the way 
people speak, read and wnte. Fmm one 
perspective, the place of Urdu in India can 
be seen as a distorted reflection of the place 
of English. Both are used all over India. Both 
arc sometimes portrayed as the languages of 
conquerors or traitors. But where English is 
Considered to be the language of the wealthy, 
^rdu is now regarded as primarily a language 
of the poor, particularly of poor Muslims. 

As a foreigner, I wrestle with the questions 
of -What is Urdu?’ and ‘What is Hindi?* 
What I know is that when fellow travellers 
on a train or bus in north India want to be 
kind to me, they will generously but falsely 

say: “You speak very good_,” and 

they will fill in the blank with the name of 
_the language, they esteem - either ‘Hindi’ 
or ‘Urdu’. My halting remarks about the 
price of papayas or the punctuality of trains 
will have been scraped from the pigeonholes 
of my mind where they were deposited 30 
years ago through study of a grammar book 
called Conversational Hindi-Urdu. Ob¬ 
viously, I am speaking both languages. (Some 
might say 1 am torturing both.) Mahatma 
Gandhi made the distinction in a way that 
I can understand: “Hindi, Hindustani and 
Urdu aredifferent names for the same speech 
fjust as dialects of Cornwall, Lancashire and 
Middlesex are ditTerent names for the same 


language".' Speakers and writers of ‘High 
Urdu’ and ‘High Hindi’ no doubt can make 
themselves as unintelligible to each other as 
a Scot from Glasgow to a Black American 
from Harlem; but they can, if they choose, 
also make themselves readily understood. 
As I understand it, ‘Hindi’ and ‘Urdu’ have 
the same grammar and a common basic 
vocabulary; differences in pronunciation of 
some sounds begin to mark one from the 
other (‘j’ and ‘z,’ .for example); and for 
more sophisticated vocabulary, those who 
would speak ‘Hindi’ reach into Sanskrit 
and those who would speak ‘Urdu’, into 
Persian and Arabic. The most contentious 
difference - over script - has been made 
acute by the printing press and bureaucratic 
government. Akbar and Ranjit Singh were, 
we are told, illiterate. At the beginning of 
the 19thcentuty,anumberof writing systems 
were available in which the language of 
north India could have been recorded, but 
by the early 20th century only two were 
realistic candidates - Devanagari and Perso- 
Arabic.’ 


The story of Urdu in India after inde¬ 
pendence illustrates the role of governments 
and capitalists in language evolution. 
NationaJ and state governments have been 
cruelly kind to the Perso-Atabic script. At 
one level, they have patronised it;. Urdu 
newspapers fairly readily get government 
recognition and the perks that go with it 
because this has seer^ a painless way to 
please Muslim voters. But no government 
did what is crucial to make a script flourish 
under capitalism: use it as the chief script 
of schttols and administration. At the same 
time, the association of Perso-Arabic with 
Muslims has led capitalist advertisers to 
associate it with people who are mostly poor. 
Thus commercial advertising for Urdu 
newspapers does not come easily. Part of the 
outcome is the intriguing paradox examined 
below: according to government figures, the 
circulation of Urdu dailies has risen steadily 
over the past 20 years;’ according to com¬ 
mercial figures, circulation of Urdu dailies 
has declined noticeably. Strangely, both 
may be correct. 

Virtually everyone who writes about Urdu 
and Urdu newspapers contends that the 
language and the industry arc failing fast. 
Yet according to the government of India’s 
figures, the circulation of Urdu dailies grew 
from about 4,00,000 copies a day in 1974 
to I.S million a day in 1994, an increase of 
27S per cent, higlier than the total rise for 
Indian dailies in all languages.* In 1991, the 
ratio Urdu dailies to Urdu speakers was 
about 30 daily newspapers to every thousand 
speakers (30; KXX)) - about the same as the 
national average and better than the ratio 
for, say. Bengali or Tamil (both roughly 
20:1000. See the Table in this essay and 
Parts 3 and 5 in this scries). 

However, the figures of the Audit Bureau 
of Circulations (ABC), the figures of 
commerce, tell a different story. The total 
circulation of Urdu dailies affiliated to the 
ABC fell in the 1977-94 period - from 
l.28,0(X) copies to 1,13,000.’ The number 
of Urdu dailies belonging to the ABC also 
fell - from five in 1976 to four in 1994.* 
The accompanying graph illustrates the 
puzzle. The strong rising line depicting 
circulation of Urdu dailies registered by the 
government (the Registrar of Newspapers 
for India (RNI)) contrasts strikingly with 
the flat, slightly falling line of the ABC’s 
figures. 


Table; Population Change among Urou-Speakers and Newspaper Change in Urdu, 1961-91 



1961 

1971 

1981 

1991 

Urdu speakers (millions) 

22.00 

estimate 

28.6 

35.3 

43.0 

estimate 

Urdu daily circulations (000) 

303 

376 

734 

1,440 

Urdu dailies per 000 

14 

II 

21 

33 


Sources: Statistical Outline of India, I9S9-90 (Bombay: Tata Services, 1989), p 44 and SOI, 1984, 


p 42. Press in India for relevant years. 
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What was happening? Observers of the 
Urdu press have long proclaimed that it was 
going through “the process of a slow, painful 
death”.’ Equipment was ancient, journalists 
poorly paid,andownersunscrupuious.'Urdu 
newspapers, according to a Muslim critic, 
were “prone to reinforce a sectarian and 
emotional outlook among readers”.*7116 main 
task of the tiny, threadbare staff of most 
Urdu newspapers was “to select., .stories from 
various newspapers and mould them...so 
that they appear provocative and anti- 
Muslim”.'" And the numbers of people who 
could read the Perso-Arabic script were said 
to befalling fast since it was neitho-a language 
of business nor a first language of education 
in any state. 

Could the rising circulation trend reported 
by the Registrar of Newspapers therefore be 
genuine? Is the Urdu-reading public in India 
being renewed?Theanswertobothquestions. 
I think, is yes. Even though Urdu in the 
Perso-Arabic script is not a first-language 
of instruction ingovernment schoolsin Indian 
states, tens of thousands of Muslim children 
still learn the script in an elementary way 
in religioas school s." These st udents become 
the readers of Urdu dailies and weeklies - 
“the lowly educated and politically ill- 
informed poorMuslims",as a Muslimanalyst 
characterises them.” Such a socio-economic 
category may not make an advertising 
manager's heart beat faster, but it may well 
result in the sale of hundreds of thousands 
of small, cheaply produced newspapers. 

To be sure, the RNI circulation figures 
probably exaggerate the number of Urdu 
dailies and theircitculations, because people 
keenly seek such recognition - it brings 
rewards. Even in the 1990s, up to a third 
of Indian newsprint is imported, and .since 
1962government has control led its allotment 
through the Registrar of Newspapers for 
India.” A robust black market quickly grew 
up. A newspaper with more newsprint than 
it needed has often been able to sell the 
excess at a premium. If a newspaper is a 
virtual phantom, printing only afew hundred 
copies but drawing a newsprint quota for 
thousands, money can be made by selling 
newsprint. Similarly, a newspaper recognised 
by state or union government draws regular 
government advertising. Circulation claims 
are rarely checked, particularly for small 
newspapers, and a proprietor need print only 
a few score copies to satisfy government 
authorities that the ad has appeared. A reliable 
income results. Journalists and proprietors 
also enjoy travel privileges, admission to 
buildings and events and sometimes the 
opportunity to acquire land or accommoda¬ 
tion at bargain rates.'^ Finally, a small 
newspaper can be used forblackmail: officials 
or politicians or political parties may be told 
thtt unless particular actions are taken, certain 
stories will appear.” 


These practices are found in newspapers 
in all languages.'" but they are more 
significant forthc Perso-Arabic script because 
Urdu is seen to be the language of Indian 
Muslims. Politicians of ail parties have seen 
virtue in keeping 11 percentoftheclectoratc 
quiescent and sympathetic. If newspaper 
proprietors, claiming to represent “the 
Muslim community”, could be kept happy 
with adv(itisements and newsprint, this 
was a price many politicians would gladly 
pay. What was written could not be read by 
the vast majority of non-Muslim voters, and 
this was therefore a far less provocative way 
of 'supporting' Urdu than using it widely 
for administration or in schools. Thus we 
may guess that the Registrar of Newspapers, 
and state governments generally, have been 
under steady pressure for many years to be 


lenient when examining the existence and 
circulation of Urdu newspapers. We should 
perhaps add to this a further ingredient. 
Because Perso-Arabic has little commercial 
value in India today, there is an incentive 
for those who know it to cash in on it in 
one of the few ways they can: the advantages 
available to newspapers. 

To analyse the Urdu press - and tease out 
wider hypotheses from the Urdu experience 
- let me look at four newspapers, each with 
particular characteristics. Two examples 
illustrate Urdu newspapers that will, I believe, 
eventually close or, if they survive, transform 
themselves radically; but the other two 
provide evidence of why Perso-Arabic is not 
in imminent danger of disappearing from 
India, in spite of its lack of commercial value 
or meaningful - as opposed to condescendii^ 
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-state support. Overall, the evidencesuggests 
that Perso-Arabic newspapers - though 
perhaps not dailies - have a future and, 
indeed that there is market waiting to be 
catered for. 

0 Themostwidelycirculatedandfinancially 
successful Urdu daily in India is Hindu- 
owned and published in Punjab. Hind 
Samachar (ABC January-June 1996: 
44,348), founded in 1948, was the first 
newspaper in Lala Jagat Narain’s empire. 
(See Parts 2 and 8 in this series). As late as 
the partition, Perso-Arabic was the script for 
educated, employable males in north India, 
which is why Jagat Narain’s first newspaper 
was in Perso-Arabic - he knew who his 
readers were. It was also his only paper until 
1965, and it still gives its name to the Hind 
SamacharGroup.Today, theCroup produces 
Punjab Kesari, the country’s largest .selling 
Hindi daily, and the Gurmukhi daily, Jag 
Bani. In 1996, the circulation of the Urdu 
daily Hind Samachar was 15 per cent lower 
than it had been twenty years earlier (ABC 
>January-June 1976: 51,000), and its 
advertising rate was a quarter that of Punjab 
Kexari's:^ Lala Jagat Narain (1899-1981) 
started Hind Samachar to cater to the Hindu 
and Sikh elite of old Punjab - men (seldom 
women) who had learned Urdu particularly 
because it was the language of government.'* 
In the l99Qs. that audience is fast 
disappearing: Hindu and Sikh children have 
generally not learned thePerso Arabic script 
in north Indian schools for more than 40 
years. Hind Samachar's circulation has been 
partly sustained by sales in Jammu and 
Kashmir where the script is taught in schools 
and used in offices. In 1992, 17 percent of 
circulation went to Jammu and Kashmir: the 
rest was dispersed over Punjab, Haryana, 
I^Himachal Pradesh, Delhi, Chandigarh and 
western Uttar Pradc.sh.”' 

The Hind Samachar Group perhaps 
maintains its Urdu newspaper partly out of 
.sentiment- in memory of the founder whose 
bust .sits in the office of the present editor- 
in-chief. But it is also a commercial decision. 
Hind Samachar siiW makes money because 
it IS cheap and easy to produce. The same 
newsroom in Jalandhar prepares all three 
newspapers - the Urdu, the Hindi and the 
Gurmukhi. In 1993, the news editor sat on 
a raised platform, the horseshoe-shaped desk 
of the Punjab Kesari (Hindi) staff im¬ 
mediately asound him and with the sub¬ 
editors for Hind Samachar on his left and 
those for the Gurmukhi paper (Jag Bani) on 
his right. Stories were translated and passed 
back and forth among the three desks; one 
news-gatheringsystem served all.Similarly, 
the technology, production and advertising 
staff that served one newspaper could with 
only a little mote effort produce another, 
particularly if, as is the case of Urdu, the 
deadlines were less tight and the business 


less competitive.^" 

Thus in the I99fls, India’s largest-circu¬ 
lating Urdu daily considered Muslims to be 
a minor segment of its readers.^' Yet its 
advertising rate was SO per cent greater than 
that of the second largest Urdu daily in the 
ABC, Siasat of Hyderabad. It cost Rs 5S to 
buy a column centimetre in Hind Samachar 
in 1995, and only Rs 36 in Siasat The 
contrast highlighted the different styles of 
the two newspapers, and the way in which 
the Indian state and Indian capitalism 
profoundly affect, often unwittingly, the 
languages and scripts that people use. Hind 
Samachar survives as part of a burgeoning 
commercial enterprise, characterised by a 
market-consciou.sncss that has led the Group 
to start new newspapers when state spon¬ 
sorship of particular languages makes it 
profitable (i e, when there is a substantial 
readership in those languages). Given the 
Group’s close attention to commercial con¬ 
siderations, it seems likely that Hind 
Samachar m\l be closed when its circulation 
and advertising revenues fall below an 
acceptable level. 'This appears inevitable as 
the older generation of Urdu-reading Sikhs 
and Hindus dies oft. 

Where the Hind Samachar Group's head¬ 
quarters in Jalandhar conveys a sense of 
brash bustle, Siasat in Hyderabad has an air 
of gentility. It also has a rising circulation. 
Where the circulation of Hind Samachar has 
fallenby 17 per cent between 1976andl996, 
that of Siasat has ri.sen by 330 per cent - 
from 10,000 to 44,000 copies a day. The 
difference lies inthe tact that Hyderabad and 
Andhra Pradesh have a large Muslim popu¬ 
lation and a relatively large network of 
government-run Urdu primary schools. Large 
numbers of Muslim children are also taught 
the Perso-Arabic script in ’madrasas’ and 
‘maktabs’.^’ 

The contrast between the two newspapers 
is instructive. Both were founded im¬ 
mediately after independence in places that 
had experienced upheaval. Jagat Narain was 
a refugee of the partition. Hyderabad state, 
when Abid Ali Khan (1920-92) founded 
Siasat in 1949, had just been absorbed into 
India through the Indian army's 'police 
action’. Both newspapers were family 
companies, and bothoffereddistincti ve view 
of the world based on the experience and 
interests of their founders. Hind Samachar 
presented that of male, upper-caste, com¬ 
mercial and official, Sikhs and Hindus of 
Punjab. Abid Ali Khan, on the other hand, 
came from the Progressive Writers Asso¬ 
ciation, of which he had been secretary from 
1943 - 47 . He belonged to a strand of Urdu 
writing and writers associated with Icfti.st 
causes and Soviet sympathies. “After the 
advent of Siasat", a company brochure 
declared, “he kept himself aloof from active 
politics, but infused the progressive spirit. 


secular thinking and nationalism through his 
paper...Hc always looks on the profession 
of the Pre.ss as a mission.’’” This sense of 
a civilising mission lingered at Siasat in the 
1990s. Advertising was not pursued with the 
relentless enthusiasm that it was elsewhere; 
rather than 'run promotions' ~ campaigns 
aiming to do public good and boost circulation 
- Siasat supported demure literary trusts; 
and, unlike the Hind Samachar Group, the 
Siasat family company had not started 
newspapers in other, more profitable 
languages. “We arc clapped," Zahid Ali 
Khan, the editor-owner said in 1993, “in 
only one shell. Thi% is a self-sufficient, 
independent Urdu paper coming out from 
India. We don’t have anybody to go out of 
our office to beg for the advertisements.’’-' 
A new reporter at Siasat in 1993, a young 
Hindu woman, hired to cover commercial 
and financial stories though unable to write 
Urdu (her copy was translated at the news 
desk), spoke of the friendly, family-like 
atmosphere of the Siasat newsroom.” This 
contrasted with the large size and Dickensian 
discipline of the newsroom at the Hind 
Samachar Group in Jalandhar. 

In one respect ,5<ar<» represents something 
that is not uniquely Urdu; a disappearing 
type of Indian newspaper, which has not yet 
been swamped by commercial requirements. 
Siasat has been Able to afford such gentility 
because of pains-taking management - “I’ve 
been train^ [since 1964] for keeping [an] 
eye on the complete administration’’^’ - and 
the singular position of Urdu in Hyderabad. 
The city still has the remnants of a cosmo¬ 
politan population able to read the Perso- 
Arabic script; and at the same time a large 
Muslim population means that writers of the 
script and speakers of the language are being 
renewed through government and religious 
schools. Because it is efficient, well-produced 
and has thorough news and picture services, 
Siasat has also acquired a wide reputation 
and points proudly to subscribers all over 
India and in more than 30 countries from 
Japan and Russia to the US.” 

Astute management and the speci-tl 
circumstances of Urdu in their regions help 
explain why Siasat and Hind Samachar are 
the two most successful commercial Urdu 
dailies in India. But what of the scores of 
small Urdu newspapers that rise, fall and 
.scrape along? And what are the grounds for 
arguinglhat Urdu and the Perso-Arabic script 
have a vigorous long-term future? 

Siasat Jadid (new politics) of Kanpur 
represented in 1993 an example of a news¬ 
paper in decline, suffering both from the 
absence of a supporting state, which affects 
all Urdu newspapers, and the tnability to 
adjust to the commercial conditions imposed 
by the spread of capitalism. Founded in 1953 
by K G Zaidi (1916-92), a strident advocate 
of Muslim concerns, Siasat Jadid was 
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sufTiciently commercial to join the Audit 
Bureau of Circulations between 1971 when 
it had a circulation of 9,000 and 1983. For 
a time too Zaidi ran a newspaper in Deva- 
nagari script totry to cater for young Muslim^ 
who could not read Perso-Arabic; it lost 
money and he closed it in 1992. By the time 
of his death in October 1992, circulation of 
Siasat Jadid had fallen to 7,300, and the 
paper’s office gave the appearance of a small 
cottage industry, but instead of pickles or 
pappadams, it produced a newspaper. 

Zaidi's son, Irshad llmi, who became editor 
after his father’s death, recognised that the 
paper was poorly distributed: “We are partly 
responsible...for the falling readership, 
because we don’t supply (people) with the 
newspaper." Where Siasat of Hyderabad 
and Hind Samachar had used computers to 
create Perso-Arabic script in camera-ready 
form since the late 1980s, Siasat Jadid still 
had only “three calligraphers, just three. And 
each writes two full pages." This hud 
advantages because “the calligrapher, who 
writes the paper,...is an editor by himself, 
he knows what he has to give”. In that sense, 
the slow-moving, hand-written Siasat Jadid 
maintained a link with an earlier time when 
the reporter may have - literally - written 
the story for the lithographic stone that would 
print the newspaper. The small staff had 
known whatZaidi wanted: passionate stories 
of pointed concern to Muslims. ’The [Guil] 
war [of 1991] was a big hit” with readers, 
llmi recalled. Similarly, Zaidi’s ardent 
campaign to preserve the Babri masjid in 
Ayodhya had been good for circulation; 
but after the building was destroyed on 
December 6, 1992, the paper looked as if 
it had tacked foresight, and it was left bereft 
of purpose.*'’ 

In spite of rudimentary technology and 
apparent disorganisation, Siasat Jadid in 
1993 seemed to make a small profit on its 
selling price of Ks I.SO for a four-page 
broadsheet. Given the low salaries of the half 
dozen employees, and allowing for the cost 
of newsprint, ink and commission to hawkers, 
I calculate that there was a possible surplus 
of up to Rs 10,000 a week. Such circum- 
.stanccs, however, left the paper vulnerable 
nut only to the decline in the number of 
Urdu-rcading people but also to the pos.sibility 
of a more efilcient and attractive publication 
supplanting it. 

Such prospects existed. The New Delhi 
weekly Nai Dwnya (new worldjexemplifies 
a fourth category of publication, one which 
suggests the strengths of Urdu in India and 
the potential for developing Perso-Arabic 
publications. There is nothing unique to Urdu 
about two aspects of Nai Duniya. First, the 
family that produces it has made what ap¬ 
pears to be a successful transition from one 
generation to the next. Second, in doing so, 
they have intFodcced new technology and 


experimented with different genres of 
publication. In short, unlike Siasat Jadid, 
they appear to be adapting to the peculiar 
circumstancesof Urdu in India.’The'lessons’ 
of Nai Duniya help to clarify those circum¬ 
stances. 

The first Nai Duniya was founded as a 
daily in 1930 by Abdul Waheed Siddiqui 
(c 1893-'.'), a journalist and political activist 
whom his youngest son describes as “a 
nationalist Muslim who fought the Muslim 
L.cague’’. Intended to promote Muslim 
interests, the paper often ran afoul of 
authorities in the l9S0s. Though it closed 
in 1964,thefamily meanwhile had developed 
popular and profitable magazines or ‘digests’ 
in Urdu. These were printed on an offset 
press - much faster than lithography - more 
than 20 years before offset became widely 
used in India. Shahid Siddiqui (b 1931) 
started his first Urdu magazine in 1970 when 
he was a college student and a member of 
the Communist Party of I ndia (Marxist). The 
paper failed, largely, he believed, because 
of its treatment of the Bangladesh struggle 
of 1971: 

I went to Bangladesh at that time...I wrote 

the truth which was not acceptable to 

Muslims, because for them the creation of 

Bangladesh was a turning point, because (it 

was) the destruction of the idea of Pakistan, 

the two-nation theory.'" 

Circulation fell and the papercloscd in 1972. 
The perceived effect of the Bangladesh war 
on circulation confirms the view of other 
Muslim editors that Muslim affairs 
internationally fascinate readers and rapidly 
affect circulations. In the following year, 
Siddiqui and family staned Nai Duniya 
weekly, and it benefited from a similar 
chance: the Arab-lsracli war of 1973. 
Circulation reached 25-30.000 within a few 
months. 

Over the next 20 years, circulation 
fluctuated widely: down during the ‘emer¬ 
gency’, up to 2,{)0,0(X)during the overthrow 
and trial of Zulfiqar Ali Bhutto in Pakistan, 
down thereafter to 50-60,000 and up to 
3,50,000 during the Gull war of 1991. By 
1993, it had settled at about 1,20,(X)0. {Nai 
Duniya is not a memberof the ABC. In 1992, 
it claimed a circulation of 4S,(XX).)'' Unlike 
mn!>t major newspapers in India, Urdu 
pubitcations u.sually make a proftt on their 
selling price. Priced in 1993 at Rs 5 for 20 
tabloid paqes (the equivalent of 10 broadsheet 
pages), Nai Duniya left a considerable profit, 
even after salaries, commissions and other 
expenses were accounted fot. During the 
Gulf war, Nai Duniya introduced full colour 
for its front and back pages, and “once we 
started we couldn’t go back”. Photocompo- 
sing came later in 1991, and calligraphers 
who had previously written the paper were 
retrained as computer operators. In 1992, to 
attract Muslims who had studied Hindi in 


Devanagari at school and did not know the 
Perso-Arabic script. Shahid Siddiqui began 
Nai Zameen, a weekly that was heavily, 
though not exclusively, a Devanagari version 
of Nai Duniya. The ability to experiment 
helped to explain Nai Daniya’s apparem 
vitality. And unlike Siarar/ndid’sexpOTment 
with a Devanagari version. Nai Zameen was 
a weekly - able to circulate at a leisurely 
pace around the whole country. 

Siddiqui contended that Urdu weeklies 
like Nai Duniya prospered because they were 
suited to the fact that Urdu speakers were 
dispersed throughout India. In that sense, 
Urdu, even more than Hindi, isacountrywide 
language bccau.se it elicits little opposition 
in the towns of the south where it is read 
and studied - provided it is an option not 
a compulsion.'* These dispersed populations 
are rarely .so concentrated as to sustain a 
daily newspaper, but they can be reached by 
a weekly. And a weekly can make a profit 
on its selling price alone: it docs not have 
to depend on advertising, of which Urdu 
newspapers get little. 

We don’t get ads. The reason is that in the 
ad agencies, the Muslims belonging to the 
upper strata...are there. Or those who are 
there...have gut friends among the Muslims 
who belong to the upper strata...They tell 
me. “Can your paper have any innucn<.e? 
Because I know so many Muslims and they 
tell me they don’t read Urdu at all." 
Even if advertisers believed that large 
numbersof Urdu readersexisted. they would 
discount their purchasing power. “My paper,” 
Siddiqui said of Nai Duniya. “is mainly 
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popular among Anaaris, weavers, lock- 
makers, all kinds of artisans all over the 
country.” These are not the people that most 
big-spending national advertisers ate trying 
to reach. 

• The fate of Urdu i n the Perso-Arabic script 
highlights important propositions about 
languages. Urdu retaJers in Indiaare dispersed 
across the country, and Urdu is a language 
without a state apparatus to support it. 
Languages and scripts need state support - 
tirst-language status in administration and 
education - if they arc to become embedded 
in a capitalist world. The sheer number of 
small Urdu dailies and weeklies - close to 
250recorded by the Registrarof Newspapers 
for 1994” - suggests that Urdu experiences 
a certain moth-eaten patronage; concessions 
to small newspapers encouraged by 
politicians with the goal of keeping Muslims 
happy for the next election. Such patronage 
helps to sustain haphazard publications; but 
it is not the kind of state support that embeds 
languages under capitalism. 

* Government inducement alone, however, 
is not enough to propagate a language 
successfully or undermine it completely. As 
David Laitin writes in a book about Africa, 
“the sum of incenti ves to develop individually 
rational language repertoires can override 
the best-laid plans of ideologues and 
planners.”” Tho.sc 'incentives' may well be 
religious. It may be 'rational' to teach one's 
children a script and a language that brings 
them closerto god, nut the secretariat (though 
proximity to both is desirable and may require 
learning another language). 

The RNI’s figures for Urdu circulations, 
though probably intlated, suggest that the 
pool of Urdu readers in India is being 
renewed. Such renewal assures the future of 
script. In thousands of schools throughout 
' TSdia, students of all religions may study 
Urdu us an optional language. Because in 
noith India it is .sometimes .seen as an ea.sy 
option - one has only to learn the script, not 
the vocabulary or grammar - non-Muslim 
students choose to study it. They may not 
learn well; they may not become readers of 
Urdu publications; but some will have the 
ability todo so. And Muslim students in such 
schools study Urdu as a desirable choice. 
Moreover, 

there are thousands of nuidrafas all over 
India whcreachild is sent...In the villages...a 
child goe.s to the government school in the 
daytime and in the evening he goes to 
madrasa for two hours. Everywhere you 
have this network of madrasas and in the 
madrasti they learn Urdu. But the children 
of the...middle classes and upper clas.ses, 
they are not learning Urdu. If you talk to 
most of these people they wilt tell you, that 
' nobody is learning Urdu.” 

The students who come from the madrasa, 
or who have .studied Urdu as a second 


language in government schools, are the 
audience for Urdu periodicals like Nai 
Dimiya. Numbering in millions, such people 
provide the new generations of Urdu 
readers and exemplify the social support 
that secures the survival of the Perso-Arabic 
script.’" 

Popular desire - in the case of Urdu, of 
Muslims to have their children study a script 
a.ssociated with the Koran - can maintain a 
language even without much government 
support. Urdu in Perso-Arabic, however, 
has a predicament; the social factors that 
ensure its .survival - primarily the madra.sa 
education available to Muslim children - 
have so far limited its potential as a vehicle 
for capitalism. Depending heavily on madrasa 
education makes Urdu the language of 
Muslims, which means that publishers in 
Urdu produce magazines and newspapers 
geared overwhelmingly to Muslim interests. 
And since major advertisers regard 
Muslims as among India’s poorest people, 
they decline to commit the large sums of 
advertising money that would encourage 
mure widely focu.scd, news-gathering 
publications capable of eliciting the interest 
of non-Muslims.” 

The modem history of the Irish language 

- surviving under British imperialism yet far 
from nourishing under a free government 
dedicated to propagating it - highlights 
contrasts between government support and 
scKial support for a language. Contrast the 
experience of Irish with that of Hebrew in 
Israel or Punjabi in the Gurmukhi script, 
bothof which have taken firm holdin popular, 
commercial, capitalist ways in the past two 
or three generations. They have had both 
scK’ial and government support, and that 
social support came initially from religious 
association. The Perso-Arabic script and Urdu 
in India since 1947 have had powerful social 

- but only token government - support. As 
in Punjab and in Israel, the social support 
has stemmed primarily Irum areligiousbase. 
(Would the Irish laijguage have gone deeper 
into modem Ireland if Catholic scripture had 
a tradition of being written in a distinctive 
Irish script?) The paradox, as I see it, is that 
the combination of government and social 


backing that embeds a language may 
ultimately reduce the religious emphasis - 
may ultimately secularise the language - as 
it becomes a vehicle for capitalism. 

Today, the structure of Urdu newspaper 
publishing - .scores of small operations 
scattered all over India and surviving chiefly 
on their selling price - insulates it from such 
capitalism and accompanying non-religious 
tendencies. But as capitalists awaken to the 
fact that the Urdu-reuding public ir being 
renewed and that “Ansaris. weavers, lock- 
makers. [and] all kinds of artisans” now arc 
part of a lower middle class keen on 
consumption,’* Urdu in India is, I suspect, 
a language awaiting its Northcliffe, Murdoch 
or Citizen Kane. 
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Mumbai’s Dabbawalla 

Omnipresent Worker and Absent City-Dweller 

Alexandra Quien 

it----- 

The dabbawalla is an integral part of Mumbai's urban scape. What 
are the cultural and social features of this community which have 
enabled them to construct and run this complex distribution network, 
which forms a unique sector of the informal economy. 


WHOEVER takes a stroll at lunch time in 
the centre of Mumbai cannot help noticing 
men carrying impressive loads of metal 
containerscalled ‘tiffins’. These are the tiffin- 
carriers or ‘dabbawallas’. This profession 
had its origins at the beginning of the century. 

The profession' is mainly reserved for 
men. The dabbawalla is either a simple 
delivery man (‘gaddi’) or a foreman 
(‘mukadam’). The dabbawallas’ association 
includes 3,000 gaddis and 2,000 mukadams, 
who arc the employers of the gaddis. When 
Kkiey begin in this profession, dabbawallas 
are between IS and 20 years old. Most come 
from far-off villages and are recruited by one 
of their family members (father or paternal 
uncle) who are already operating in Bombay. 
The only condition on hiring is that they 
should come from the villages of other 
dabbawallas: there arc no particular 
qualifications. They do not have to go through 
an intermediary, called jobber, a process 
found frequently in the Indian informal sector. 
The opportunity for a job lies in the pre¬ 
existing social .structure. When the newcomer 
does not have enough customers, he often 
complements his new job with other tasks 
such as making flower garlands or selling 
fruits. If the fact of belonging to the same 
wligious and regional community is a de¬ 
ciding factor in recruitment, it is not as one 
might believe an illustration of the ‘force of 
tradition', but rather a manifestation of 
lack of work opportunities. SeeCFJ Breman, 
‘A Dualistic Labour System? A Critique of 
the Informal Sector Concept’, Economic and 
Political Weekly, November 27, December 4, 
11, 1976. 

In the beginning, the apprentice follows 
the routine of an already established dabba¬ 
walla for a few days. He observes how the 
system functions and has to memori.se the 
marks pained on the lids of the tiffins. Each 
tiffin is distinguished by a colletion of 
particular signs painted in different colours 
(letters in Devanagari script, numbers, 
geometric figures and symbols). These signs 
form an assembly of independent codes. In 
fact, each group of carriers involved in an 
itinerary defines his own code which 
corresponds to the part of journey of which 
1 ^ he is in charge, whether on the way in or 
out. The address of the customer is, however. 


not fully transcribed by these codes, and 
only the gaddi who collects the tiffin at the 
re.sidence knows exactly where to return it. 
Yet the gaddi, as opposed to the mukadam 
who employs him, docs not usually know 
the name of his customer nor the name of 
the street. In fact, the mastery of the route 
is solely visual. The training period is over 
once the apprentice has familiarised himself 
with the .signs and has full control over the 
route of which he is in charge, in other words 
when he follows all the procedures auto¬ 
matically. The solidarity and trust among 
individuals plays an important role in this 
training. The method used is typical of the 
informal sector in which experience con¬ 
stitutes a training in itself. 

The tiffin-carriers’ evaluation of their 
profession is ambiguous, they often express 
pride in having devised this system when 
they were at the outset all illiterate. A few 
acknowledge other advantages in this work, 
such as independence and f^rcedom as well 
as comfort and support to be found in worki ng 
within a network of relatives. By virtue of 
this claim, the dabbawallas arc not envious 
of the position of mill-hands and prefer their 
own status. Yet no one has the wish to pass 
this profession on to his progeny. They fed 
that the job is not adequately remunerative 
for the amount of physical exertion that it 
entails. They do not even express any regret 
in the face of an eventual suspension of this 
service; they only hope that the work lasts 
long enough for their own lifetimes. It is 
interestingtocomparcthesc testimonies with 
the results of the study carried out by Joshi 
and Joshi in 1976, which showed this pro¬ 
fession as a precursor to another activity 
which might have belter prospects [H Joshi 
and V Joshi (1976), Sttrphis Labour and the 
City, A Study of Bombay, Oxford University 
Press, Delhi, p 135). This profession was 
perceived as transitory employment in the 
hope of subsequently obtaining a job in the 
organised sector. This notion, however, is 
no longer present in the dabbawallas’ minds. 
However, if they cannot give themselves 
another future, they hope that their children 
will be able to study 'vith the aim of earning 
their livings “sitting behind a desk in air- 
conditioned offices". They are aware that a 
successful school education can offer their 


progeny better opportunities so that they can 
get out of this economic situation. Although 
it is often want of choice which determines 
entry into the profession, the tiffin-carriers 
are nevertheless quite lucky to be able to get 
into the informal sector as this is not always 
simple. 

The working day of a delivery man is 
hectic, as shown by Dhamu Tharpude’s 
schedule which I followed thoroughly. He 
wakes up at seven am, and after performing 
puja leaves his home at about eight o’clock 
carrying his own tiffin. He reaches the 
meeting-point situated in a rear courtyard at 
Mulund, a suburb in north Bombay, at 8.30 
am. Then he goes off to pick up tiffins. Once 
he has collected about 10 of them from 
different houses, he fetches his big hamper 
that he had parked the previous evening 
along the compound wall of a building. 
Collection of the tiffins takes him on an 
average an hourand a quarter in the morning. 
He arrives at the railway .station at 10.10 am. 
The first sorting out begins before the arrival 
of the train. A second sorting out continues 
in the luggage compartment where the 
hampers arc stacked. 

Dhamu gets off at a station for 10 minutes 
in order to help sorting out the tiffins and 
gets on to the next train bound for Sandhurst 
Road, his last destination. Having reached 
the station, he waits on the platform for the 
arrival of anothel batch of tiffins. He then 
goes with his co-workers to a refreshment- 
stand. It is now 11.30; he takes a five minute 
break to have a cup of tea with the other 
dabbawallas. Dhamu then leaves to get his 
big wooden cart parked and chain-locked in 
a small street, on which he places all the 
hampers. The bulk of the cart-load is meant 
for the local hospital’s doctors and nurses; 
the tiffins are deposited in stacks at the 
entrance of various buildings. It is 12.30 
when Dhamu takes a break for lunch and 
rests with a few other tiffin-camers in a 
disused part of the hospital. There Dhamu 
cats the dal and chapati prepared by his 
sister-in-law. At about two o'clock he sets 
out again on the same journey as in the 
morning, but in the reverse direction* 
however, this time the tiffins are empty and 
the compartments of the trains are not so 
crowded. Once he has reached Mulund 
station, Dhamu has to wait for about half 
an hour with his co-workers to receive a new 
consignment of tiffins. A last sorting takes 
place in the rear courtyard at a particular 
meeting point before he hands over the 
tiffins to their owners. Dhamu ends his day 
at about 6.00 pm and reaches home an hour 
later. 

Dhamu works in this manner for six days 
a week, but certain tiffin-carriers work only 
five days for example, when their customers 
arc bank employees. Dhamu earns Rs 1,100 
amonth. His salary isespecially low because 
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his daily run is considered easy. The 
remuneration for a delivery man is usually 
around Rs 1,500 and can go up to Rs 3,000 
for a mukadam (foreman). Some dabba- 
wallas, in order to increase their incomes, 
also do night shifts for factory workers who 
cannot return home for dinner. It is difficult 
to specify whether working as a tiffin-carrier 
affords a better socio-economic status than 
that in the village. Even if the dabbawallas 
manage to save on their salaries, the cost of 
living is often too high to allow the family 
to come and settle in the city. Most of the 
tiffin-carriers live together in chawls, which 
are collective lodgings of mediocre quality 
built during the first half of this century for 
workers. 

Although the dabbawallas’ working 
conditions have the characteristics of the 
unorganised sector (paltry income, no social 
security), community dynamism provide 
workers a certain degree of job security. The 
tiffin-carriers do not find themselves in as 
precarious a situation as other workers 
belonging to the unorganised sector, such 
as beedi workers. It is tnie, however, that 
their work is becoming harder with the 
increase in urban traffic. 

The internal organisation of the tiffin- 
carriers u.sed to be marked by a systematic 
hierarchy between mukadams and gaddis. 
This distinction gave rise to great tensions 
because some of the gaddis felt that they did 
not receive enough. The latter therefore 
decided to become in their own way 
mukadams by sharing among themselves all 
responsibilities and work. Since then the 
ratio of the mukadams to gaddis has increased, 
the relations have been smoothed out. 

Whereas traditionally the gaddi’s duty is 
only to deliver the tiffins, the mukadam’s 
is mainly to ensure the efficient functioning 
of his sector and to commit himself to 
adhering to the rules imposed by the asso¬ 
ciation. Thc.se rules are; never to miss the 
delivery of a customer’s meal, to ensure that 
the tiffm-carriers are always polite, to pay 
the travelling expenses, not to steal a co¬ 
worker’s customers, etc. Meanwhile, the 
essential condition to become a mukadam 
is to muster the funds needed to buy a collect 
zone (i e, clientele); this requires at the outset 
a large investment of about Rs 8,000. 

'The traditional teams, structured around 
the mukadam-gaddi relationship, usually 
consist of four to six members. In this type 
of contract, the gaddi’s salary is fixed. The 
mukadam always pays the same sum to the 
gaddi, whatever the total income and 
expenditure for the month. In recent times, 
teams comprising an average of 15 members 
have attempted to overcome the hierarchy 
of mukadam-gaddi relation by o|x:raling on 
a profit-sharing basis. Once the monthly 
income of all the tiffins is collected, they 
withdraw from this amount expenses for 


bicycle repairs, travelling and even health; 
the remaining sum is then shared equally 
among them. In this kind of team, the 
personality and the character of each one 
plays a decisive role within the group. For 
example, the one who knows how to count 
well becomes the accountant. Each work 
team functions in its own way, yet this 
diversity does not present much of an obstacle 
to the etTicicncy of the delivery service. 

The association founded by the 
dabbawallas reveals to what extent they have 
been able to institutionalise their profession. 
The earliest meeting.s used to take place in 
the open air. From 1943 onwards, they took 
up premises. In 1962, the association’s 
hcadquaters .settled at Dadar. The site, which 
isonthefirstfioorofabuilding, IS remarkably 
wel l-indicated from the outside by wrought- 
iron letterings; ‘Bombay Tiffin Box Suppliers 
Associiition’, written in Marathi. It consists 
of a larpe blue, simply furnished room. The 
four paintings hanging on the wall confirm 
thedabbawallas’sattachmcnt to local religion 
and history. A big mirrored painting shows 
Saint Dnyanc.shwar of Aland! with Vithoba. 
the Pandharpur gtKl, painted in blue, in one 
comer. The second one is a portrait of Tilak. 
The last portrait is of the founder of the 
association, K Mahadu Havji Bache. 

The association is said to have been started 
following an incident in which ill-treatment 
was inflict ed on a dabbawalla by acustomer. 
Asa rc.sult, the ti ffin-carriers decided to form 
a 'united Ifroni' in order to deal better with 
injustices and occasional difficulties (for 
instance, I'he financing of funerals). The 
association helps to deal with legal matters, 
and also has the function of tippcasing i ntcrnal 
conflicts which may erupt between 
mukadams and gaddis. In fact, every conHict 
must he resolved in the pre.scnce of the 
committee composed of 20 mukadams, 
elected every six years. A meeting takes 
place on tv>io Saturdays in a month where 
citch one is allowed to express himself. 
Usually there arc 60 or fewer dabbawallas 
present. In tact, this a.s.sociation does not 
seem to gi\'e support to tiffin-carriers at the 
lower rungs of the ladder, the gaddis. The 
latter do not have any representati vc to uphold 
their rights. vi.s-a-vis the mukadams. How¬ 
ever, the tensions generated by this situation 
have been reduced since the new scheme 
allows mnre and more gaddis to become 
mukadamii, as mentioned above. 

Thechariry trust consists of nine members 
who are also elected for five years. Its main 
role is to collect funds for the dharamshalas, 
whether for the cost of their construction or 
for their upkeep, or for the meals provided 
there during the pilgrimage. In reality, the 
dabbawallas do not appear to make a 
distinction between the charity trust and 
their association. Thus, the tiffin-carriers 
have established their own legitimacy with 


duecredit to their association and theircharity 
trust; they do not represent a mere resurgence 
of the traditional world, but embody the 
logic of an urbanisation process which is 
expressed in part by the extension of a market 
economy. 

Exclusivity and Monopoly 

The activity of the dabbawallas is specific 
to Mumbai and is not found in any other city 
in India, at least in this form. The dabbawallas 
whom one can meet else where, such as those 
in Pune, do not work within the frame of 
a network. They complement the activity of 
the khanawallas. people in charge of pre¬ 
paring meals. In Mumbai, what is unique is 
that the tiffin passes through the hands of 
at least four dabbawallas. This exclu.sivity, 
unique to Mumbai, can be explained in two 
ways; the longitudinal shape of the city 
(40 km in length and 10 km in breadth) and 
the presence of the railway network, both 
of which have facilitated the creation of this 
delivery .service. It also rests on the identity 
of the tiffin-carriers, who have been able to, 
use their family ties in order to create ove^-^ 
time a complex network. The musings of one 
of the dabbawallas shows to what extent he 
could not envisage theexistcnce of this system 
outside his own community. “It is the work 
of our ancestors, and we, we will not go 
anywhere el.se’’. 

The dabbawallas have their own 
undenstanding of the system and are aware 
of how much their fate is bound to it. Even 
if just one is not conscientious enough, the 
whole chainbreaks down. Such an individual 
had belter not act in this way, as he would 
lose his job and compromise his position 
within his native village. Trust, co-operation 
and co-ordination arc essential. Relations 
rest upon a kind of tacit understanding. The 
community is a founding element of the. 
remarkable functioning of this delivery^' 
.service, which explains its monopoly of the 
market. It would .seem that only two stran¬ 
gers. a Sindhi and a Gujarati, have been 
incorporated in the group, but for this they 
had to observe the dabbawalla lifestyle 
completely. Through this job, the dabba¬ 
wallas have made best use to their own 
advantage of the tendency toward profes¬ 
sional specialisation of social groups, which 
has structured Indian society for such a long 
time. 

The dabbawallas belong to a community 
which extends over a number of villages 
around the city of Pune and which identifies 
itself with this locality; they wearthe common 
dress of the region. Very often they have 
around their neck a rosary called a ‘tulsi 
mala’ When a dabbawalla puts it on, he 
abstains from consuming alcohol and meat. 
This rosary not only represents a kind of 
protection against evil, but also a commitment^.' 
to follow a way of life in regard to the 
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religious code. In themiddleoftheirforeheads 
they wear a vcrmillion mark, *kumkum'. 
Some mukadams, while maintaining the 
traditional dress, use various means to 
distinguish themseives:ashimmering fabric, 
watch, a pair of glasses, etc. 
w It isdifTicultloderinetheirsocial affiliation. 
Generally dabbawallas claim to belong to ' 
the maralha caste (‘Transitional Urban 
Economy and Urban Transport: A Case of 
Tiffin Box Carriers in Bombay’ Transports 
en sursis? Quelle politique des «petits 
transports urbains> > dans le Tiers Monde! 
ENDA, document Tiers Monde, n"l3, 
1981:99.) In fact, the term ‘maratha* is not 
precise enough to really define their status, 
in any case, the dabbawallas do not belong 
to the so-called higher castes, although some 
claim that this work could not be done by 
a person whose low caste would lead to 
pollution of food. In fact, the study of 
.surnames has often shown that they possess 
a close link with the land; in the name Kanshc 
for instance, one finds the word ‘cob’ (‘kan’). 
Jhey would thus belong to the kunbi caste. 

The arrival of the dabbawallas in Mumbai 
in great numbers dates from the 1950.s. The 
growth of the city during that period was 
in full progress, and it resulted in a rise in 
the number of potential customers with the 
development of the tertiary sector. The tiffin- 
carriers essentially explain their migration 
in terms of the poverty of their lands, as the 
general .secretary of the association cxpre.s.scs 
it: ‘Our people come from a mountainous 
region. Our livelihood isdependenton nature. 
But, life IS hard there. It is difficult to find 
the means for development. Our region is 
backward’. Most dabbawallas still have a 
few fields of rice and millet which arc 
cultivated by a member of the family. They 
return to the village on an average twice a 
year for two to three days. The few who are 
financially better off return once a month. 
Not only is the journey expensive, but a 
dabbawalla has to settle an agreement with 
colleagues to replace him during his leave. 
Family reunions such as weddings or births 
are opportunities to return to the village. 
However, the visit does not necessarily mean 
rest for him. When the demand for work in 
the fields is high, the dabbawallas return 
specially to the village to give their 
indispensable help. They therefore preserve 
solid rural lies, in this case, the migration 
does not mean a rupture. 

The dabbaw’allas represent a community 
in which so-called traditional values remain 
strong. Often authority is vested in the eldest 
person in the group. This persion is then 
considered the one who best represents the 
community and so has the privileged right 
to speak. Respect for others also has an 
important place in relationships. The city has 
' f not ‘desocialised' them, as might have been 
expected: the dabbawallas retain their 


identity. The tiffin-carriers have preserved 
their identity and integrity mainly through 
their adherence to the local manifestation of 
Hinduism. It is this .sense of religion that 
informs every aspect of their lives. They 
have built four 'dharamshalas' dedicated to 
religious ends and which arc used by devotees 
as lodgings during pilgrimage. According to 
the general secretary of the asisocialion, the 
first one was constructed in the mid-1930$ 
with the funds collected by their charity 
trust. 

The.se dharamshalas are located in places 
of pilgrimage in Maharashtra known for 
their temples dedicated to local divinities. 
For instance, one of the dharamshalas was 
con.structed at Alandi, the sacred site of 
Dnyaneshwar. This poet saint, considered 
the first in Maharashtra, lived in the 13th 
century and is well-respected for his 
commentary on the Bhagavadgita. He made 
the Bhagavadgita accessible by translating 
it from Sanskrit, the priviledged preserve of 
the brahmins, to Marathi, the language of 
the common people of Maharashtra. How¬ 
ever, for the dabbawallas, Dnyaneshwar is 
above all revered for miracles which he is 
suppo.sed to have performed. He is said to 
have made a buffalo recite sacred Vedic 
verses in front of brahmins who had refu.scd 
to give him a brahinanical education, thus 
showing that spirituality is open to all. He 
rejected all social harriers imposed by 
brahmin hierarchy, which makes him part 
of the bhakti movement.. At Pandharpur, 
another site chosen by the tiffin-carriers, 
there is a temple dedicated to the god who 
is considered to be the most important in 
Maharashtra, Vithoba. The latter, a local 
form of Vishnu, is also called Vithal and is 
often depicted as an adolescent boy sitting 
on a brick with his two hands akimbo. This 
divinity is worsliipped by the followers of 
the bhakti cult. Taking inspiration from this 
movement. Dnyaneshwar founded the 
religious sect known as varkari, consisting 
mainly of people belonging to low castes. 
The tulsi necklace, which is often worn by 
the tiffin-carriers, al.so comes from this cult. 

Their religion, I ike their vil lage, represents 
an important ‘landmark’ which regulates 
their lives. The rare breaks from work which 
the community as a whole permits itself arc 
in most cases directly associated with 
religiouscvemsorwiihpilgrimages. A tiffin- 
carrier can also decide individually to take 
leave in order to go on a particular pilgrimage. 
During the ‘dassera’ festival, which symbo- 
li.ses not only the triumph of good over evil 
but also the day when one pays homage to 
work tools, that the dabbawallas paint on 
their hamper signs such as the ‘swastika’, 
the emblem of Ganesha. 

The religious sentiment of the dabbawallas 
is strongly .set within a regional context. The 
tiffin-carriers root their identity in two 


sources.both of which are equally important. 
The first is the religious identity which is 
inspired by the varkari. The second takes its 
sustenance from regional history in the 
personages of Shivaji. Today, the sense of 
maratha ’patriotism’ is being co-opted by 
certain ultra-nationalistic Hindu groups 
such as the Shiv Sena. Although the dabba¬ 
wallas are proud to be marathas. they do not 
seem to identify themselves with this or any 
other party. 

With the exception of a few who have 
spent their childhood holidays in Mumbai, 
many dabbawallas are total strangers to the 
place when they first amve. Having hardly 
visited the city a couple of times, they arc 
suddenly faced with having to live in a 
totally different environment compared to 
the simple village life they have left behind. 
A few confessed to having been afraid, but 
the support of their relatives has enabled 
them, in time, to overcome their initial fears. 
Some did not like the city because of over¬ 
crowding and lack of space. Paradoxically, 
it is the village anchorage which makes them 
accept the city. Initial enthusiasm for the 
city, when it exists, is quickly lessened and 
the longing to return and resettle permanently 
in the village clearly dominates. The 
dabbawallas, unlike ihemajonty of the Indian 
villagers, do not consider the city as a kind 
of ‘Eldorado’, as .opposed to certain Latin 
American or African countries. The city is 
used by the dabbawallas as a work ‘tool’ 
indispensabiefortheirliving.Itoften appears 
in their words as a necessary evil from which 
they cannot escape. The dabbawallas have 
learned how to cater to the specific demands 
of a metropolis and have had the intelligence 
to use the test the city offers, such as its rapid 
and modern means of transport. In this 
profession punctuality is essential, which is 
not the case in village life. Their ability to 
get used to the city and its space, their total 
mastery over it, is nothing short of remark¬ 
able. They skilfully nip in and out of the 
traffic and use multiple means of transport: 
can, train, bicycle. They trace in this way 
almost the entire urban space. For a sector 
to be profitable, it is necessary that the 
clientele be grouped closely together and 
live near the railway stations. Without any 
difficulty, they enter adminisirativebuildings 
othci wise strictly forbidden to the public or 
go into big hotels to deliver tiffins to em¬ 
ployees. Yet. although they have access to 
places they would otherwise never have 
been able to get into as simple city-dwellers, 
they seem to know Bombay essentially 
through their own itinerary. Their know¬ 
ledge of the urban space appears fragmen¬ 
ted, particularly for the delivery men. The 
appropriation of the space of the city is 
therefore strictly functional. The dabba¬ 
wallas expect nothing from it, other than 
a job. 
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With their traditional costumes and their 
tiffins, the dabbawallas are part of the 
Mumbai landscape. When they set out 
together on a pilgrimage, their absence leaves 
a vacuum. They are usually appreciated by 
the population ivhich considers them cour¬ 
ageous workers. The majority of the citizens 
state that if they disappeared, a part of 
Mumbai’s identity and soul would disap¬ 
pear too. However, this expression of social 
‘appurtenance’ is not synonymous with 
insertion in the sense that the dabbawallas 
remain deeply foreign to the city. They only 
occupy the space: they do not recognise 
themselves as city-dwellers and do not even 
try to become city-dwellers. They do not 
look at the city as a place where they can 
free themselves from the social and cultural 
constraints of their birthplace. To settle in 
the city is just a question of survival and of 
escaping from poverty. So reference to the 
village continues to regulate their lives, 
whether culturally, emotionally or socially, 
and is not questioned at all. However, they 
have to wait until retirement in order to 
resettle permanently and have a comfortable 
position within the village. All their savings 
are thus invested in the purchase of land, 
cattle or mill equipment. 


THEprime minister has attemptedonceagain 
to dismiss with his characteristic smugness 
the widespread impression that his govern¬ 
ment is more concerned with surviving than 
with performing. He said at a public meeting 
in the capital that the UP government had 
suddenly acquired"stability"by aggressively 
pursuing a pro-poor policy while sustaining 
the momentum of the reforms initiated by 
the Narasimha Rao government. As proof 
of his pro-poor credentials he flaunted the 
R$ 8,000 CTore subsidy allocated in the budget 
for 1997-98 to "make foodgrains available 
to 23 crore Indians" which, he claimed, was 
something“unprecedented’’. The momentum 
of the economic reforms will, of course, be 
sustained by the cuts in taxes, in particular 
direct taxes on incomes which will give 
unprecedented relief to 1.2 crore privileged 
Indians paying ince me tax. 'Hiosc hoarding 


The dabbawallas have, up to now, known 
how best to make use of the city: will they 
still be able to continue to adjust themselves 
to the new constraints imposed on them by 
its evolution, and will they be able to sustain 
their profession? 

Note 

(This article is derived from my thesis done in 
1994 for my first year ofPhDatEHESS (Paris), 
‘Les dabbawalla de Bombay. Le service des 
porteuis de gamelles. Strategies d’odaptation au 
processus urbain'. 

This papaer is based on fieldwork conducted in 
Octoter and November 199.1 during which I 
established a close relationship with 10 
dabbawallas, in their workplace and dunng their 
working hours. Having only a rudimentary 
knowledge of Marathi, I had to take the help of 
an interpreter.] 

I This profession represents circumscribed 
field of observation which enables one to 
understand how actors, in this case, the tiffin- 
corriers. handle themselves in the urban space 
My intention is not to study this delivery 
service os an autonomous cultural object but 
to analyse through it the implicit social logic 
which organises the practices of the actors, by 
laying stress on the study of social 
interrelations. 


black money in India and abroad, numbering 
a few thousands have been offered a special 
bonanza. The finance minister has not cared 
to estimate the revenue loss on tax reliefs 
and incentives but unofficial calculations 
show that it will far exceed the foodgrain 
subsidy. It is a queer coincidence, therefore, 
that the general secretary of the Communist 
Party of India, A B Bardhan, in a press 
interview on the same day as Gowda was 
making the claims about his government, too 
argued that the cohesion of the government 
had suddenly improved. He had earlier 
expressed satisfaction that the budget was 
“realistic”. For Bardhan to make these 
statements is remarkabley considering that 
the pro-rich orientation of the budget is so 
blatant and that the lack of coherence, col¬ 
lective functipning and democratic account¬ 
ability of the UF government has been so 


ruthlessly exposed during the debate in 
parliament on president’s rule in UP. This 
was indeed the burden of the Lok Sabha 
speaker’s ruling admitting the BJP motion 
for removal of the UP governor. 

It was belatedly, after much heat and din 
had been generated by his statement that UP 
was heading towards “anarchy, chaos and 
destruction" under president's rule and his 
denunciation of the poor performance and 
bad manners of Romesh Bhandari, that home 
minister Indeijit Gupta, the nominee of the 
CPI in the cabinet, ruefully admitted that the 
trouble in UP - economic stagnation, social 
tensions and break down of law and order 
- had stemmed from the blocking of the 
formation of a popular government after the 
election to the assembly. So far as Bhandari 
is concerned, he was the personal choice of 
Deve Gowda and was appointed governor 
without consultations with, let alone the 
concurrence of, the home minister for his 
own purpo.ses, which have now become an 
open secret. Bhandari has been repeatedly 
iipplauded in public by Mulayam SinghA\ 
Yadav, the defence minister, who is deeply 
embroiled in UP politics. Mulayam Singh 
has admitted openly that Bhandari was 
guarding his stakes in UP and he would not 
brook any change in this arrangement. 

The extension of the president's rule by 
another six months, the third in a row, is 
obviously not likely to mend matters in UP. 

It is bound to further queer the political pitch 
for the cential government and exacerbate 
the social and political tensions and bring 
about further deterioration in law and order 
in the state. The repercu.ssions are not likely 
to be confined to political alignments in UP 
but may have a ripple effect at the central 
level as well. Duringthe six-monthextension 
of president's rule, Deve Gowda will 
feverishly try to get the Congress Party to-s 
join the government headed by him. While 
this may aggravate the ongoing factional 
tussle in the Congress Party, Gowda too will 
have to pay a price to the Congress. Mu <ayam 
Singh is evidently not very comfortable as 
defence minister and is more concerned with 
safeguarding his political position in UP. He 
too is looking around for allies, including 
in the Congress, and is trying to bring about 
friction in the ranks of even the left parties. 

But what must not be missed, when manipu¬ 
lative politics has become more and more 
sordid, is that mass support not only of the 
Congress as well astheUFpartners, including 
the left parties, is getting eroded. 

The fact is that all political parties are in 
the throes of inner convulsions. The UP 
imbroglio has brought this squarely before 
the public gaze. Hence Gowda’s lament that 
UP has overshadowed his government’s 
“good budget”. Among the political parties, 
BJP which is the biggest party in parliament '*'1 
is enjoying the spectacle since it has much 


NEW DELHI 

Neither Growth Nor Equity 

BM 

Finance minister Chidambaram's first full-year budget contains few 
measures or policies calculated to achieve sustainable, let alone 
equitable, growth of the economy. For the left parties to identify 
themselves, directly or indirectly, with the budget and the economic 
philosophy it embodies will be suicidal. 
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to gain from the political turbulence in the 
UP parties, it is disconcerting that, once co¬ 
opted into the power structure, the left parties 
are either unwilling or unable to make a 
break with power politics without ideological 
principles and social commitments, though 
* their mass support is shrinking. The parties 
which claim to favour changes, especially 
in economic policy, are being marginalised 
in the power structure by the ruling clique 
headed by Deve Gowda. They are so inti¬ 
midated by the threat of BJP that they are 
allowing themselves to be politically emas¬ 
culated. The leaders of the left parties seem 
to be more and more concerned about the 
stability of the Deve Gowda government and 
are no longer averse to making peace with 
the Congress and associating it with the UP 
and its government. They arc relying more 
and mure on administrative and legalistic 
measures to prevent the BJP from coming 
to |)ower. 

Together with their awkward retreat during 
the explosive interlude on UP affairs and the 
Gupta-Bhandari stand-off, their retreat on 
the budget has been even more remarkable. 
The left parties which had been pressing for 
inconsequential populist crumbs in the 
budget have been brusquely rebuffed by 
Chidambaram who has gone ahead far more 
vigorously than they had anticipated. Their 
demand for taxing the upper clas.scs, es¬ 
pecially the big business corporations, to 
raise resources for development and social 
welfare has been rejected. ITic BJP, on its 
part, has been agile enough to push the left 
parties out from the entire opposition space 
in the political arena and gain mass influence 
in a critical period of Indian politics. The 
left parties made the conventional protests 
about Chidambaram'sbudget and thcCPI(M) 
general secretary criticised the budget for its 
elitist character and oneof the party politburo 
members publicly advocated moving cut 
motions on the budget. But this ‘risky* move 
was retraced hurriedly, indeed sheepishly. 
Interestingly, some Congressmen have now 
started talking about cut motions. But the 
party is likely to be persuaded not to push 
the cut motions to vote. In these conditions 
the left parties are conceding the political 
advantage to the BJP. 

Some left intellectuals seem to have been 
stampeded into a defensive ^corner by the 
hoopla of the managed media on the budget. 
They are trying to dish out alternatives to 
the budget philosophy and proposals which 
arc really no alternatives. The left parties 
should take into account the fact that second 
thoughts on the budget are being voiced 
even in business quarters about its promise 
of an upsurge in economic growth. The 
welfare sops prod aimed in the budget speech 
^ asahomagetocoalitionpoliticsarealtogether 
inconsequential. What is stark are that cuts 
in the rates of direct and indirect taxes which 


have made India the least taxed country. 
Leading lights of the chambers of commerce 
and industry are themselves sceptical about 
a step up of growth when the cost of invest¬ 
ment is not likely to decline and infrastruc¬ 
tural constraints are becoming more severe. 
It is indeed not axiomatic, as the self- 
styled economic reformers like to believe, 
that 'reasonable* rates of taxation neces¬ 
sarily result in more savings, efficient 
investment, high growth and eventually 
trickle-down benefits for the mass of the 
people. Chidambaram's claim that the 
provisions for planned investment, mass 
wet fare and rural development are the largest 
ever in the budget for 1997-98 does not carry 
conviction. There have been large shortfalls 
in expenditure on plan account, minimum 
needs and poverty alleviation and the in¬ 
crease in the budget allocations in these 
areas compared to the budget estimate for 
1996-97 are marginal. These shortfalls could 
not have happened bccauscof administrative 
inefficiency. 

So far as the post-reform economic growth 
profile is concerned, i ndust ry and agriculture 
have admittedly lagged far behind the growth 
of the services sector. In the case of agn- 
culturc, a crisis situation has developed with 
an average annual growth rate of 1.7 per cent 
in the last six years. The growth of industrial 
production has been grossly overestimated 
by the official agencies. Wor.se still, it has 
tilted heavily in favour of the effective 
demand of the elite rather than the needs of 


the mass of the people. The surge in the 
services sector to inflate the growth rate too 
needs a close scrutiny. Prosperity in the 
developed countries may be reflected in the 
high growth of the services sector once 
production and productivity levels in the 
industrial and agricultural sectors have 
touched a high plateau. But in India at the 
present stage of its industrial and agricultural 
development, the higher growth rate of the 
services sector cannot be an authentic basis 
for sustainable economic growth and 
improvement in the living conditions of the 
people. It indicates aggravation of economic 
and social disparities. The much advertised 
first full-year budget of Chidambaram has 
not really thrown up any novel instruments 
for the economy to grow on a sustainable, 
let alone equitable, basis. The priority given 
to revival of trading on the stock market will 
not restore the confidence of the ordinary 
saver. This has been emphasised by the 
speculative spurt in the secondary market 
afler the presentation of the budget. But the 
impact on the primary market and invest¬ 
ment intentions in the private sector remains 
highly problematic. It is also remarkable that 
the foodgrains stock has been recklessly 
depleted by large-scale open market sales 
and exports which has necessitated import 
of foodgrains. For the left parties to identify 
or even associa& in any way, directly or 
indirectly, with the budget and the economic 
policy and philosophy it embodies will be 
suicidal. 
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Legacy of Deng Xiaoping 

Nimul Kumar Chandra 

Having lived through the Great Leap Forward and the Cultural 
Revolution. Deng abhorred ‘turmoil’ and was a great believer in 
‘stability’. The Tiananmen Square incidents convinced him that he 
had made a wrong choice in pinning his hope on the liberals. He 
decided to put his weight behind the Zemin-Peng team and did not 
budge even when his own progeny came under a cloud. Yet there is a 
big question mark over Deng’s legacy: Is Deng’s doctrine of ‘one 
country, two systems’ tenable in the long run? 


WITH Deng Xiaoping passing away, the 
first generation ofCommunist revolutionaries 
have disappeared from the centre-stage of 
Chinese politics. Though he never acquired 
the charisma of Mao Zedong, or even of 
ZhouEnlai, Deng was the ‘paramount’ leader 
after HuaGuofeng.Mao’schosen successor, 
was dethroned. 

When Deng assumed power, the socialist 
countries, despite the IS-year-old Sino- 
Soviet .schism, were in an upbeat mood 
following the ignominious retreat by the US 
imperialists from Vietnam. In today's world 
Uncle Sam rules the roost. As a ruling party 
the Communists survive in a handful of 
countries, appending to socialism ever newer 
characteristics that horrifies the old faithful. 
Deng’s successes and failures should be 
assessed against this global perspective. 

Everyone is speculating whether president 
Jiang Zemin, handpicked by Deng, will 
remain firmly in the saddle, or be engulfed 
by an intense power struggle leading to 
systemic instability. If one looks upon China 
as a textbook case of totalitarianism with all 
power vested in the Leader, the personal 
equations among the chief subordinates must 
undergo a sea-change once the former 
disappears, and some instability cannot be 
avoided until a new leader emerges. After 
Lenin, it took some time for Stalin, who was 
by no means the obvious successor, to seize 
the mantle. Similarly, Khrushchev was not 
tipped by many as the First Secretary after 
Stalin died. It is also true that Stalin, and 
later Khrushchev, brought about momentous 
changes in theeconomic and political spheres 
after rising to the top. The same may said 
of the reforms under Deng. Yet these did 
not amount to a systemic rupture, if the 
‘system’ refers to rule by a Communist Party 
paying ol^isance to Marx, Engels, Lenin 
(and Mao Ziedung Thought). 

But then a simple extrapolation from the 
past can be misleading. Indeed, Gorbachev 
appeared to be the undisputed leader for over 
^ve years, became thedarling of official US, 
«w the USSR crumble, and was uncere¬ 
moniously dumped by the west in favour of 
Yeltsin, lliough it does not seem likely in 


the near future, it would be rash to dismiss 
altogether the possibility of China disinte¬ 
grating like the USSR. 

In one .sense Deng was unique among all 
the Communist leaders. Having lived through 
the Great Leap Forward (GLF) and the 
Cultural Revolution (CR), fortified by his 
reading of the Soviet Union since the 1920$, 
Deng abhorred ‘turmoil’, and was a great 
believer in ‘stability’, but not in maintaining 
a Brezhnev-style status quo. Within a few 
years of assuming power, he delegated far 
more authority to his followers than was 
customary dther in China or elsewhere. The 
liberal duo of Hu Yaobang and Zhao Ziyang 
seemed to be well settled despite opposition 
from the radicals. Hu’s death in April 1989 
triggered off mass student demonstrations at 
Tiananmen Square, Beijing, and some other 
cities for nearly six weeks, demanding an 
end to corruption in high places, and demo¬ 
cracy a la Gorbachev’s ‘glasnost’. Reports 
of divergence between party leaders strongly 
encouraged the protesters. Eventually, Deng 
took a clear position, and the Square was 
cleared with the help of the army and some 
bloodshed. I was highly critical of the Chinese 
leadership at that time when 1 wrote 
(Economic and Political Weekly, November 
18,1989). But on hindsight, and looking at 
the course of events, first in cast Europe later 
in the same year, and shoitly thereaftei in 
the USSR, I would now concede that Deng 
was correct in apprehending the worst if the 
party had accepted the students’ demands. 
I am still not convinced that the military 
‘bandobast’ was the only way to handle the 
crisis. As a matter of fact, Jiang Zemin was 
then in charge of Shanghai and managed to 
disperse the far less numerous demonstra¬ 
tors peacefully after engaging in a serious 
dialogue. Besides, after all these years no 
one has come forth with any clinching 
evidence that the movement enjoyed wide¬ 
spread support among the working classes 
or the peasantry. 

Evoiduring theirheyday the liberal leaders 
had to face stiff opposition, not only from 
party handliners, but also from workers and 
managers in the SOEs. Following the precepts 


of ultra-conservative western economics, the 
bankruptcy law was enacted to close down 
enterprises that ran at aloss; there was another 
law scrapping the existing system of lifelong 
employment in the SOEs, and stipulating for 
everyone a renewable contract employment 
for no more than five years at a stretch. Nonb 
of these could be implemented thanks to 
resistance from below. One can easily see 
why the western media was so enamoured 
of the liberals, and why Tiananmen Square 
crops up so often in the discourse of western 
politicians. That the workers could resist an 
‘unjust’ law would normally signify the 
existence of a vibrant civil society even 
within the straitjacket of single-party rule; 
but western lib^alism since Reagan and 
Thatcher is of an esoteric kind where workers 
must remain content with the right to shout 
or strike, but cannot wield any power to 
intervene in the affairs of the state. 

After Tiananmen the liberals were eclipsed 
in the Party, and Deng promoted the centrist 
Jiang Zemin as the Party chief, and prime 
minister Li Peng who had consistently takeg'.^ 
a ‘hard line' found his position reinforced.'* 
Deng gradually retired from the limelight, 
relinquished all formal power by 1990; and 
gave strong but not uncritical support to his 
successors through these years; it enabled 
the new team to be groomed under the benign 
surveillance of the paramount leader. Deng 
retained, however, an unmatched authority. 
The must notable example was his trip to 
the coastal areas of .south China to provide 
active support to the local leaders in their 
drive towards greater marketisation, privati¬ 
sation and opening up to the world economy. 
But it was done in a manner that did not 
undermine the incumbent leaders in Beijing. 

In the last few years Jiang Zemin and Li 
Peng appear to have inflected the course of 
overall development. While the privateseetdn 
was not put under fetters, the new regime 
has emphasised collective over private 
enterprise. Privatisation of SOEs or COEs 
has been ruled out, serious efforts are made 
to turn around the loss-making units, and 
‘dynastic’ rule by ‘princelings’, ie, the 
progenies of top leaders, over the SOEs is 
on the wane. The SOEs include many like 
CITIC with large foreign assets comparable 
to the large western multinationals. Indeed, 
two of Deng’s progenies were not only eased 
out of office but also faced investigation ] 
on corruption charges. Just as Deng himseli 
never came out in theopen against Mao even 
while he was uking many U-lums in policy, 
and the Party formally declared!!) that Mao 
was 70 per cent correct and 30 per cent 
incorrect, the present leaders have unfailingly 
been reverential towards Deng. 

Two recent reports merit .special attention. I 
The first relates to a seminar at the Beijiii|f j 
University attended by top officials from tbel 
Central Party History Research Centre to| 
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commemorate the CR. While speakers 
denounced as usual the dark side of it. they 
also hailed its positive aspect, namely, that 
there was “a popular desire to destroy the 
legacy of tyrannical dynastic rule” (For 
Aurem Econonuc Review, December 19, 
^>96). The second is a report on Dazhai, the 
model village, that shot into the limelight 
during the CR. After decollectivisation of 
agriculture a numbo' of articles appeared in 
China debunkingtheachievementsofDazhai. 
The famous American writer, William 
Hinton, who has been consistently critical 
of the reform as well as the Gang of Four, 
personally visited the area in the mid-1980s, 
and showed in his well known book. The 
Great Reversal, how the Chinese media were 
then distorting facts. The Beijing Review, 
(December 9, 1996) has just corroborated 
Hinton, stating that Dazhai was, indeed, a 
success. 

All these buttress my contention on the 
uniqueness of Deng as a paramount leader. 
Anembryonicsystemlike socialism requires 
||onstant re-invigoration. Having erected the 
command economy, Stalin in his Economic 
Problems of the Soviet Union was groping 
for a way out of the accumulating tensions; 
but he di^ soon after, and Khrushchev carried 
out some of the compelling reforms. He was 
dethroned by Brezhnev for a variety of 
reasons, the most powerful one being that 
the smooth life of a loyal party cadre was 
threatened by Khruschev's proposal to 
revamp the leadership every few years. 
Brezhnev wasaquintessential ‘statusquoist’, 
perhaps more responsible than anyone else 
for the distintegration of the USSR. As for 
Mao, he was responsible for the GLF, but 
went into reverse gear when the social costs 
became prohibitive. He launched again the 
iCR, but had also the courage to rein in the 
*ot-headed radicals and reinduct into 
leadership men like Deng, because of the 
enveloping anarchy. Whether he wanted it 
or not. Mao left in a state of power vacuum 
that fortunately did not last very long. 
Conscious of the succession problems, Deng 
tried to settle it fairly early in his paramountcy 
period. The Tiananmen Square incidents 
convinced him that he had made a wrong 
choice in pinning his hope on the liberals. 
He decid^ to put his weight behind the 
Zemin-Peng team, and did not budge even 
when his own progenies came under a 
cloud. I find it an extraordinary act of 
statesmanship rising miles above petty 
personal considerations. It also shows the 
flexibility of the avid bridge-player Deng's 
mind, a phenomenon all too tare among 
power-hungry politicians. His much-quoted 
indifference between a black cat and a white 
cat may have other implications unexplored 
'tby analysts. 

* * * 


What was the personal equation between 
Mao and Deng? During the Gt Doig was 
declared as thenumbertwo, after Uu Shaoqi, 
among the ‘capitalist roaders* inside the 
Party, was denigrated by the Red Guards 
and banished to a remote area; his elder 
son was badly injured trying to escape the 
Red Guards chasing him. Henry Kissinger 
(Newsweek, March 3,1997) who met Mao 
several times during his official visits to 
Beijing between 1972 and 197S. tells a 
somewhat different story; it was Mao who 
recalled Deng to Beijing in 1972, personally 
apologised for the insults heaped on him, 
and entrusted him with the very important 
task of rebuilding the Patty and admini¬ 
stration. Deng was virtually.but not officially, 
the leader of the Chinese delegation to the 
United Nations on the historic occasion 
when China regained her rightful status. 
Deng was deposed for the second time, 
following the demonstrations (stage- 
managed. according to some, by the Gang 
of Four) after the death of Zhou Enlai; as 
Mao was already seriously ill, one does not 
know if Mao had concurred. 

Did Deng overturn Maoism? The CR as 
a whole was declared a fiasco. Higher 
education under Deng got back into favour, 
urban intellectuals returned from their exile 
mrural areas, agriculture was decollecti vised, 
individuals were exhorted to become rich, 
and the doors were open to foreign capital 
since the early 1980s reversing the ftve- 
decade-old policy of‘existing socialisms' in 
Europe, Asia or Cuba, it ishi^ly improbable 
that Mao would have personally endorsed 
these changes. If these taken together 
constitute the hallmark of Maoism, then it 
was certainly repudiated. 

And yet there was nothing comparable to 
de-Stalinisation in Deng's era. (}uite apart 
from the personal factor pointed out by 
Kissinger, the Chinese Party since the CR 
continues to claim that its political philo¬ 
sophy is derived from Marx, Engels, Lenin 
and Mao Zedong Thought; it was not a 
case of 'tokenism'. Quite a number of 
key Maoist ideas have been reaffirmed 
and carried forward to acquire a new flesh 
under Deng. 

First, natiomd self-reliance was enshrined 
as a cardinal principle when China paid off 
all her dues to the USSR in the mid-1960s. 
Under the ‘open door' regime, China has 
borrowed abroad heavily, the outstanding 
debt currently exceeding SlOO billion; she 
has also welcomed foreign investments 
aggregating neariy $150 billion so far. But 
she has not sacrificed an iota of economic 
sovereignty. All through the period her 
domestic savings equalled or surpassed 
domestic investments. She has been very 
selective about the nature of foreign capital 
inflows, maintained a positive trade balance. 


kept the extonal debt service ratio (against 
exporu of goods and services) at under 10 
per cent, and amassed in the process huge 
foreign asseu. The most visible part of it. 
the official reservet, amounts to over $100 
billion which is among the highest in all 
countries, developed or developing; she has 
also offered sizeableloans to other countries, 
and some of her own SOEs have enormous 
sums invested alnoad, the exact sum being 
shrounded in mystery. Thanks to her 
enormous imports of about $138 billion in 
1996,Chinahasbecome the‘principal engine 
of growth' for her trade partners in the most 
dynannc Asia-Paciflciegion. Chinais already 
a major economic power, althou^ her per 
capita income or consumption is way below 
that of South Korea or Taiwan, not to speak 
of the west or Japan. While trying to enter 
the World Trade Organisation, China has 
kept a tough posture; she prefers to remain 
outside rather than be admitted on American 
terms. 

Militarily, China is not a superpower in 
the same league as the erstwhile USSR, but 
she cannot be dictated to by the US. This 
is most evident in her relations with what 
US imperialists call the ‘rogue states' like 
Cuba, North Korea, Iran, Iraq, etc. Fbr the 
tirtK being China is resigned to her second- 
order status like west Europe, and is most 
reluctant to get intda confronution with the 
US. But that policy, Kissinger reminds us. 
took shape under Mao as early as 1972. 
Economically, it paid rich dividends: 
although the vdume was quite small, China's 
exports increased at a phenomenal rale 
between 1972 and 1976. As the Soviets got 
enmeshed in the Afghan war. and China 
attacked Vietnam almost at the same time 
as Deng was visiting the US, the Sino- 
American alliance against Soviet 'hegemo- 
nism' was cemented. China's foreign trade 
prospered as never before. Ironically, it 
was China that in the late 19S0s attacked 
Khrushchev'spolicy of peaceftil co-existence 
with the west, alleging an underhand deal 
at the cost of the third world, especially 
China. 

Secondly, for all the encouragement 
provided to private capital in diverse areas, 
the overwhelming part of manufacturing 
remains with the SOEs and COEs. 
Individually owned firms, although growing 
at astronomical rates over the last IS years, 
still occupy a small comerof the anna. More 
significant are the ‘joint ventures' (JV) 
between theSOEs/COEs and privatecapital, 
mainly foreign; only in rare cases are the 
latter allowed a controlling block of shares, 
and in virtuidly all cases the JVs are headed 
by a Chinese from the SOE/COE partner 
firm, in banking, insurance, telecommuni¬ 
cations, etc, foreign private capital is at an 
incipient stage. In trade and distribution. 
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there isfreeentry fordomestic private capital’ 
but the major firms that dominate the markets 
are all state-owned. This is also true for 
agriculture; despite decollectivisation, even 
in these markets there is no scope for the 
anarchy of ‘atomistic competition'. Thus 
Deng and his followers did not let the 
‘commanding heights of the economy' 
(Lenin’s phrase) to slip out of the state's 
control. If Stalin’s overcentralised planning 
system is conflated with the socialist 
paradigm, then China became a deviant as 
early as 1938; during the GLF, and more so 
during the CR, the lower echelons of 
administration from the provinces down to 
the communes enjoyed far greater power 
than Stalin would have sanctioned, or even 
Khrushchev under his scheme of decentrali¬ 
sation to create over one hundred ‘autono¬ 
mous regional councils' (‘sovnarkhozy’) to 
clip the wings of the central ministries in 
Moscow overseeing different branches of 
industry. 

Thirdly, the decentralised systemlnitiated 
by Mao has been carried much farther since 
1978. The provincial and lowerlcvel govern¬ 
ments have acquired a major voice in the 
running of large SOEs in their territories. 
Most spectacular has been the growth of 
township and village enterprises (TVE) 
owned mainly by the township and village 
governments (TVG), the successors to the 
communes. Quite a few of these TVEs were 
started during the GLF. languished for a 
while, were rejuvenated during the CR, and 
reached new heights in the last IS years. The 
rural TVEs now account for nearly 40 per 
cent of the nation’s industrial production, 
and employ about 123 million rural persons, 
bringing to fruition Mao's cherished dream 
of industrialising villages rather than building 
factories in mammoth urban centres. Thanks 
to the profits made by the TVEs, transformed 
into extra-budgetary revenues for the TVGs, 
the latter can now provide more social 
.services, and assistance in various forms to 
the agriculturists. As a result, the number 
of rural poor in China has dwindled from 
230 million in 1978 to 63 million at the 
end of 1993. Further, the assistance to agri¬ 
culture has partly offset the decline in agri¬ 
cultural investments when the communes 
were abolished in favour of the family 
responsibility system. In short, the TV^ 
have helped the TVGs to pursue local self- 
reliance. 

There is, however, a big question mark 
over Deng's legacy. How can socialism be 
compatible with the existence of thousands 
of millionaires in contemporary China most 
of whom built fortunes through ‘primitive 
accumulation’ like theft, violence, nepotism 
and corruption? The Soviets faced a similar 
situation in the course of the NEP in the 
1920s when rich kulaks and NEP-men were 


in abundance much to the dismay of old 
Bolsheviks. But the former were not strong 
enough to challenge Soviet power, and few 
have labelled the USSR of that period as 
capitalist. Mutatis mutaiulis the same may 
be said of contemporary China. 

But is Deng’s doctrine of ‘one country, 
two systems' tenable in the long run? In the 
first place, he had in mind capitalist Hong 
Kong as part of socialist China; it was 
extended to the Special Economic Zones like 
Shenzen. Economically, the gamble paid off 
handsomely; these zones are islands of 
prosperity attracting hundreds of thousands 
of workers. Deng's doctrine also justified 
private capital in the mainland as a 
complement to the socialised sector. But 
if private capitalists worm their way into 
the interstices of the Communist Party 
and government, the state encourages 
highly differentiated salaries and benefits 
for the professionals, and if Mammon wor¬ 
ship becomes the rule rather than an ex¬ 
ception among the elites, polarisation of 
Chinese society is likely to be accelerated. 
The Central (Committee Plenum of Sep¬ 
tember 1993 explicitly took note of this 
danger. 

Different Bolshevik factions in the 1920s 
agreed that kulak power had to be curbed. 
Unfortunately, Stalin launched (without 


much forethought) forced collectivisation of 
peasant farms, and installed a command 
economy. At one stroke the capitalist forces 
were eliminated. Such an option does not 
exist today for China or any other country. 
The Chinese have to find a more civilis^ 
and humane way to root out predatory form/ 
of capitalism, introducesomekind of income 
policy (or rather, some acceptable income 
ratio between the rich and the average), 
widely discussed among social democrats in 
west Europe in the 1960s, and so on. But 
the international situation is far less propitious 
now. Since the Chinese at home and abroad 
work closely with the multinationals which 
pay enormous salaries and benefits to higher 
executives, it will be difficult to impose a 
meaningful incomes policy. But it is not 
impossible. Akiro Morita. the legendary Sony 
chief, observed In Made in Japan that the 
R and D personnel in his company preferred 
.security of job combined with opportunities 
for creative work, to contract employment 
with much higher pay; besides, the Japanese 
salaries until the early 1980s were a fraction 
of what the same scientists could cam in the 
US, but few emigrated. 

Will Chinese socialists succeed in 
thwarting the capitalist forces? Or will 
capitalism finally triumph? 1 dare not hazard 
a guess. 
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Recent Developments m Indian Agriculture 

A State Level Analysis 

GSBhalla 
Gnnnail Singh 

This paper presents the results of an analysis of state level data on area and output of 43 crops for the 30 
years from 1962-65 to 1992-95. It reveals that there was a marked acceleration in the growth rate of agricultural 
output in India during 1980-83 to 1992-95 as compared with the earlier periods. Furthermore,.agricultural growth 
had become regionally much more diversified. The period 1980-83 to 1992-95 was also characterised by important 
cropping pattern changes away from coarse cereals towards rice and wheat cultivation on the one hand and 
towards oilseeds on the other. Finally, the 1980s also witnessed a widespread acceleration in per male agricultural 
worker productivity in many Indian states. If sustained, high labour productivity growth is likely not only to result 
in higher wages but also to trigger growth in the non-agricultural sector through input output and consumption 
linkages. 


A vast countiy of subcontinentai size like 
India with marked regional diversities in 
agro-climatic environment, resource eitdow- 
ment and population density is likely to be 
characterised by uneven economic and agri¬ 
cultural development among various regions. 
The regional differences in agricultural 
development arising out of varied physical 
resource endowments tend to get farther 
accentuated because of varying levels of 
investment in rural infrastructure and in 
technological innovations. Hence, the impact 
ofyieldnisingnewseed-fertilisertechnology 
during the mid-19608 on the regional pattern 
of agricultural developmrmt in India attracted 
a great deal of attention. During the early 
phase of the green revolution from 1962-65 
to 1970-73, the new HYV technology which 
led to appreciable increases in the yield of 
wheat and rice was more or less confined 
only to Punjab, Haryana and western Uttar 
Pradesh in north-western India. The un¬ 
precedented increase in yields and output of 
wheat and rice in the north-western states 
not only resulted in increased labour absorp¬ 
tion in agriculture in these states, it also 1^ 
to apprcdablfe increases in labour fxoductivity 
in agriculture. However, except for these 
states, the other regions were h^ly able to 
derive any benefits from new technology. 
Duringthe 1970s, the gremi revolution spread 
to new areas like coastal Andhra Pradesh 
and Tamil Nadu, eastern Uttar Pradesh and 
parts of Rajasthan. But during 1970-73 to 
1980-83, thm was adistinct decline in labour 
'absorption in agriculture. A major develop- 
mertt duringthe 1980s was the spread of new 
technology to the eastern Indian states of 
Bihar, West Bengal, Orissa and Assam. This 
has, for the first time, increased the pro- 
du^vity and output levels in the densely 
populate eastern slates of India. Another 
importantdevelopmentduringthe 1980s was 
that unlike the 1970s, higher growth in 


agriculture was associated with a visible 
acceleration in the growth rate of male 
agricultural workers in almost all the states 
of India. As a consequence, the regional 
pattern of taiid and labour productivity in 
agriculture has further undergone a change 
in venous regions during the 1980s. 

The main purpose of this paper is to 
undertake a brief review of the regional 
patterns of levels and growth of agricultural 
output in India since the mid-1960s, in general 
and during 1980-83 to 1992-9S,in particular. 
The main components of output growth being 
yield increases, area increases and cropping 
pattern changes, an attempt is also m^e to 
study the contribution to agricultural growth 
in various regions made by these components. 
Finally, an attempt is also made to analyse, 
overtime, therelationshipbetweenthegtowth 
of male agricultural workers and the growth 
of output, on the one hand and the behaviour 
of male agricultural labour productivity, on 
the other. 

Cropwise data on area and output of 43 
reporting crops for 17 major states have been 
obtained from government of India (GOI) 
publication Area and Output of Principal 
Crops brought out by the Economic and 
Statistical Adviser (ESA), ministry of agri¬ 
culture. For all the crops, triennium averages 
of area and output have been worked out for 
all states for 1962-65,1970-73,1980-83 and 
1992-95. Value of crop output has been 
obtained by using all-India prices for 
triennium ending 1993. Growth rates are 
annual compound growth rates. 

The paper is divided into VIII parts. After 
the int^uction in part I. part II is devoted 
to a brief review of levels and grovrih of 
agricultural output at the regional level. This 
is followed in part III and part IV by a 
discussion of the regional pattern of levels 
and growth of yield and of gross cropped 
area, (under 43 crops) respectively. Part V 
is devoted to a brief discussion of association 
between yield levels and growth with the 


level of use of modem agricultural inputs. 
Changes in cropping pattern over the study 
period are discussed in part VI. Part VII then 
deals with the regional pattern of changes 
in male agricultural worker (MAW) pro- . 
ductivity. Finally part VIII brings together' 
the main findings of the study. 

II 

Growth Rate of Crop Output 

Table 1, which gives levels and growth of 
aggregate crop output at the state level during 
1962-65 to IW2-9S, brings out several inte¬ 
resting features of the regional pattern of 
agricultural development in India since the 
mid- 1960s (see also Fig 1). For purposes of 
analysis, the 1962-95 period has been divided 
into three sub-periods, namely 1962-65 to 
1970-73 (first period), 1970-73 to 1980-83 
(second period) and 1980-83 to 1992-95 
(third period). Levels and growth rates have 
been worked out by taking triennium averages 
for 1962-65.1970-73,1980-83 and 1992-95. 

The new agricultural technology which 
was introduced during the mid-1960s was 
confined only to north-western region of 
India during the beginning. It spread widely 
across the countiy over time and has led to 
significant growth in agricultural output. 
Despite considerable inter-state variations, 
most of the states in India shared the gains 
of new technology. Taking the entire period 
1962-65 to 1992-95, total agricultural output 
in India at constant 1990-93 prices, increased 
at a compound annual growth rate of 2.71 
per cent. During this period, the highest 
growth rate of output of 3.35 per cent per 
annum was recorded by the north-western 
region ofIndia,followed by the central region 
and southern region. The lowest growth rate 
of only 1.98 per cent was registered by the 
highly populated eastern region. 

There were important changes during the 
various sub-periods in the pattern of 
agricultural development. Firstly, during the 
first phase of the green revolution, that is 
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from 1962*65to 1970-73. thenew technology 
was only confined to wheat and the main 
bowficiaries were theinigatednoidt-western 
states of India, in particular Punjab. Haryana 
and western Uttar Pradesh. Another state 
that benefited from wheat revolution was 
West Bengal. The new technology had hardly 
any impact on rice, the main foodgrain crop, 
with the result that the rice growing eastern 
states were not able to derive appreciable 
gains from the new technology. Tire southern 
states of Karnataka, Kerala and Tamil Nadu 
also registered medium to high growth, but 
in their case also the new technology could 
make any appreciable contribution only in 
limited areas. Crop output in the dry rainfed 
States in the central region was hardly 
influenced by new technology and agricul¬ 
tural production in that region was charac¬ 
terised by sharp weather-borne year to year 
fluctuations. WhileRajasthanrecordcdahigh 
growth rate of 4.29 per cent. Maharashtra 
recorded a negative growth rate of 3.64 per 
cent with Gujarat and Madhya Pradesh 
recording a growth rate of nearly 2 per cent 
per annum. Since only a few states were able 
to derive substantial gains from new techno¬ 
logy. the regional inequalities tended to get 
accentuated during this period. 

An analysis of incremental output during 
1970-73 over that in 1962-65 given in Table 
2. confirms the above findings. As much as 
44.33 per cent of the incremental output of 
Rs 101 billion during 1970-73 over that in 
1962-63 was accounted for by the north¬ 
western region, Uttar Pradesh and Punjab 
alone accounting for 35.27 per cent of 
incremental output. Another big contributor 
to incremental output during this period.was 
the southern region which contributed 32.12 
percent, 20.7 per cent haviiigbeen contributed 
by Tamil Nadu and Kerala. The contribution 
of the eastern and central regions to increase 
in output during 1962-65 to 1970-73 was 
only 14.58 per cent and 9.34 per cent, 
respectively. 

The second period from 1970-73 to 1980- 
83 is characterised by the extension of new 
seed-fertiliser technology from wheat to rice 
and its spread from Punjab and Haryana not 
only to eastern Uttar Pradesh but also to the 
rice producing states in the southern region. 
The north-western states of Puqjab and 
Haryana maintained their high rates of 
growth, although at a slightly lower level. 
Uttar Pradesh also slightly accelerated its 
growth from 2.54 per cent during 1962-65 
to 1970-73 to 2.77percent perannum during 
1970-73 to 1980-83. However, like in the 
earlier period, the eastern states were unable 
to'adopt the new technology. There was a 
significant deceleration in the growth rates 
in West Bengal because of the petering out 
ofareaunderHYV wheat Bihar also recorded 
significant deceleration in its growth rate 
although Orissa showed a hi^rer growth rate 


during 1970-73 to 1980-83 than that recorded 
by it during the first period. As earlier, the 
production.in the central region was charac¬ 
terised by wide fluctuations. For example, 
Maharashtra which had a negative growth 
rate of 3.64 per cent during 1962-65 to 
1970-73 recorded a growth rate of 6.37 per 
cent during 1970-73 to 1980-83. Anodier 
notable feature was that Gujarat substan¬ 
tially increased its growth rate from 1.78 per 
cent during 1962-65 to 1970-73 to 3.12 per 
cent per annum during 1970-73 to 1980-83. 
On the otho’ hand, Rajasthan registered a 
sharp deciine in its growth rate during this 
period. The performance of southern region 
was rather mixed during 1970-73 to 1980- 
83. While Andhra Pradesh registered a sharp 
acceleration in growth rate and Karnataka 
almost maintained it nearly at the earlier 
level, there was a perceptible deceleradon 
and negative growth in b<Xh Tamil Nadu and 
Kerala because of the vagaries of weather. 

An analysis of incremental output during 
1970-73 to 1980-83 confirms the above 
findings. The north-western region alone 
contributed as much as 38.24 per cent to 
incremental output of Rs 176.7 billion during 
1980-83 over that in 1970-73 compared with 
44.3 per cent of incremental output during 
the earlier period. Because of favourable 
rains the contribution of the central region 
jumped to 34.13 per cent compared with 
only 9.34 per cent during the first period. 
On the other hand, the share of the southern 


region in the incremental oittput in 1980-83 
over 1970-73 declined from 32.12 per cent 
during the first period to only 13.33 percent 
and that of the eastern region declined from 
14.38 per cent to only 8.18 per cent. 

In tire matter of growth of agricultural 
output, the period 1980-83 to 1990-95 marks 
a turning point in India’s agricultural deve¬ 
lopment. At the all-India level, the growth 
rate of crop output accelerated from 2.38 
per cent during 1970-73 to 1980-83 to 3.40 
per cent during 1980-83 to 1992-93. An 
intereMing feature of the 1980s was that 
agricultural growth permeated to all the 
regions in India. In the north-western repon 
the period 1980-83 to 1992-95 saw a slight 
slow-down of growth in Punjab but a 
significant acceleration in tire growth rate in 
Haryana and in Uttar Pradesh. 

lire most significant development was a 
notable acceleration of growth in the eastern 
region. Specially, creditable was the perfor¬ 
mance of West Bengal where the growth rale 
increased to an unprecedented level of 3.39 
per cent per annum. Bihar also recorded a 
significant acceleration in growth rate from 
-0.41 per cent during 1970-73 to 1980-83 to 
2.08 per cent during 1980-83 to 1992-95. 
However, there was a deceleration in growth 
rates in Assam and Orissa. The acceleration 
of the growth ip the highly populated but 
hitherto agriculturally stagnant states of 
eastern India was a deveiopmoit of major 
significance. This is because of the fact that 


Tabis I: State and Reqionwise Levels and Gbowth of Outtut ousino I%2-6S, 1970-73, 
1989-83 AND 1992-9S - Maios 43 Cxofs 
(At 1990-93 Constant Prices) 


State Average Value of Output Per Om Annual Compound 


(Rs Million) _ Growth Rate* 



1%2-6S 

1970-73 

1989-83 

1992-95 

(A) 

(B) 

(Q 

(D) 

Haryana 

16303.27 

23444.90 

31555.32 

54992.26 

4.65 

3.02 

4.74 

4.14 

Himachal Pradesh 

2487.94 

3233.31 

3556.61 

4615.92 

3.33 

0.96 

2.20 

2.08 

Jammu and Kashmir 

2428.39 

3690.43 

5191.71 

5400.74 

5.37 

3.47 

0.33 

2.70 

Punjab 

22078.87 

36897.73 

58654.10 

92549.04 

6.63 

4.74 

3.87 

4.89 

Uttar Pradesh 

93627 51 

114460.68 

150372 86 

210249.47 

2.54 

2.77 

2.83 

2.73 

North-west region 

136925.97 

181727.06 

249330.60 

367807.43 

3.60 

3.21 

3.29 

3.35 

Assam 

15038.60 

17419.20 

22964.29 

29653.92 

1.85 

2.80 

2.15 

2.29 

Bihar 

39332.22 

42992.89 

41275.92 

52833.26 

1.12 

-041 

2.08 

0.99 

Orissa 

24391.37 

26389.44 

34267.97 

39316.62 

0.99 

2.65 

I.IS 

1.60 

West Bengal 

32535.94 

39230.06 

41979.78 

78813.53 

2.37 

0.68 

5.39 

2.99 

Eastern region 

111298.14 

126031.59 

140487.96 

200617.34 

1.57 

1.09 

3.01 

1.98 

Gujarat 

33174.29 

38208.81 

51959.23 

65591.11 

1.78 

3.12 

1.96 

2.30 

Madhya Pradesh 

48072.93 

56214.33 

63846.36 

110907.96 

1.97 

1.28 

4.71 

2.83 

Mohamhtta 

52069.34 

38697.71 

73149.00 

102677.41 

-3.64 

6.57 

2.87 

2.29 

Rajasthan 

24153.65 

33787.85 

38276.32 

68884.69 

4.29 

1.26 

5.02 

3.56 

Central region 

157470.21 

166908.69 

227230.91 

348061.17 

0.73 

3.13 

3.62 

2.68 

Andhra Pradesh 

49877.56 

53717.65 

76565.78 

110201.62 

0.93 

3.61 

3.08 

2.68 

Karnataka 

33176.34 

40854.31 

51372.41 

81473.82 

2.64 

2.32 

3.92 

3.04 

Kenda 

25168.76 

34678.10 

31651.54 

41296.50 

4.09 

-0.91 

2.24 

1.66 

Tamil Nadu 

47006.87 

58441.34 

55208.95 

94652.60 

2.76 

-0.57 

4.59 

2.36 

Southern region 

I55229..52 

187691.39 

214798.67 

327624.53 

2.40 

1.36 

3.58 

2Sl 

Ail India 

C V (percentage) 

565642.79 

666706.42 

843474.10 

1260430.47 

2.08 

85.46 

2.38 

86.43 

3.40 

45.30 

2.71 

34.17 


Notes-. * Per cent Annual Compound Growth Rate. (A) 1970-73 over 1962-65; (B) 1980-83 over 
1970-73; (C) 1992-95 over 1980-83; and (D) 1992-95 over 1962-65. 

Source: Government of India. Area luul Production of Principal Crops in India (various issues). 
Ministry of Agriculture, New Delhi. 
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rapid growth in their agriculture is likdy to 
percolate to large population dependent on 
agricultuic, thereby nuking a significant dent 
on rural poverty. 

The central region also recorded an 
acceleration in its growth rate during this 
period although there was a mixed picture 
regarding growth performance of individual 
states. While there was a significant ac¬ 
celeration of growth in Madhya Pradesh and 
Rajasthan, growth rtte recorded a sharp 
deceleration in Maharashtra and Gujarat 
primarily as a result of persistent drought for 
several years during the iMe 1980s. 

Among the southon stales, the growth rate 
accelerated very significantly during this 
period and the southern region recorded even 
a higher growth rale than the north-western 
region. But most interesting development 
was an unprecedented rate of growth of 4.S9 
per cent recorded by Tamil Nadu during 
1980-83to l992-9Scompared withanegative 
growth rqiisiered by it during the earlier 
decade. Again, while Andhra Pradesh had 
a slight deceleration, Karnataka registered 
a big acceleration in its growth rate during 
this period. 

In absolute terms, the output during 1992- 
95 over that during 1980-83 also registered 
anunpreoedentedincreaseofRs416.9billion, 
nearly three times the increase recorded 
during theearlier period. An important feature 
was a sharp rise in the contribution made by 
both the southern and the eastern regions to 
incremental valueof output and their recovoy 
from the losses they had suffered during the 
1970s. Thus, the contribution of eastern and 
southern regions to total incremental out¬ 
put recorded during 1992-95 over that in 


1980-83 increased to 14.42percent compared 
with 8.18 per cent during the second period 
and that of the southern region increased 
from 15.33 to 27.06 percent duringthe same 
period. On the other hand, during 1980-83 
to 1992-95, the contribution of the north¬ 
western region to total incremental output 
declined sharply from 38.24 per cent during 


the second period to 28.41 percent and that 
(rf'ceniral region from 34.13 percent to 28.98 
per cent, respectively. The 1980s, therefore, 
reriored to a large extent the imbalance that 
had been generated during the t970s. 

The main components of growth of value^ 
output are growth of yield, growth of area' 
and changes in cropping pattern. The 


Table 3: Stats and Rbokinwise Levels and Growth op Crop Ywlo ouRiNa I962-6S. 1970-73, 

1980-83 AND 1992-95 
(At 1990-93 Constant Prices) 


State 

Average Value of Yield 
(Rs Hectare) 


Per Cent Annual Compound 
Growth Rale* 

1962-65 

1970-73 

1980-83 

I992-:95' 





Haryana 

3927.21 

5090.01 

6229.13 

10128.73 

3.M 

2.04 

4.13 

3.21 

Himachal Pradesh 

3048.15 

3733 76 

3917.69 

519563 

2.S7 

0.48 

2.38 

1.79 

Jammu and Kashmir 

2986.95 

4481.40 

5758.75 

5567.01 

5.20 

2.54 

-0.28 

2.10 

Punjab 

5395.62 

7476.29 

9707.65 

13597.22 

4.16 

2.65 

2.85 

3.13 

Uttar Pradesh 

3970.10 

4589.98 

5805.13 

8656.20 

1.83 

2.38 

3.39 

2.63 

North-west region 

4092.75 

5024.54 

6422.63 

9582.50 

2.60 

2.49 

3.39 

2.88 

Assam 

5727.97 

6241.20 

7906.69 

8196.82 

1.08 

1.02 

1.44 

1.20 

Bihar 

3679.55 

4009.73 

4048.56 

5678.08 

1.08 

0.10 

2.86 

1.46 

Orissa 

4114.37 

4072.70 

4374.84 

5979.16 

-0.13 

0.72 

2.64 

1.25 

West Bengal 

5074.57 

5614.56 

5943.81 

9958.45 

1.27 

0..57 

4.39 

2.27 

Eastern region 

4338.30 

4671.31 

4944.00 

7318.50 

0.93 

0.57 

3.32 

1.76 

Gujarat 

3673.01 

4326.57 

.5693.43 

7460.09 

2.07 

2.78 

2.28 

2.39 

Madhya Pradesh 

2603.49 

2835.86 

3069.65 

4773.12 

1.07 

0.80 

3.75 

2.04 

Moharashtro 

2898 61 

2343.57 

3794.68 

5176.94 

-2.62 

4.94 

2.62 

1.95 

Rajasthan 

1740.45 

2217.10 

2334.77 

3715.22 

3.07 

0.52 

3.95 

2.56 

Central region 

2653.78 

2763.12 

3464.09 

4943.84 

0.51 

2.29 

3.01 

2.10 

Andhra Pradesh 

4064.96 

4363.05 

6276.23 

9390.64 

0.89 

3.70 

3.41 

7.83 

Katnauika 

3207.56 

4267.23 

4989.92 

6969.70 

3.63 

1.58 

2.82 

2.62 

Kerala 

11375.65 

12957.56 

12333.85 

15625.96 

1.64 

-0.49 

1.99 

1.06 

Tamil Nadu 

6689 49 

7899.75 

8756.47 

14073.94 

2.10 

1.03 

4.03 

2.51 

Southern region 

4873.34 

5872.68 

6848.20 

9990.63 

2.36 

1.55 

3.20 

2.42 

All India 

3738.19 

4256.79 

5090.42 

7388.05 

1.64 

1.80 

3.15 

2.30 

C V (percentage) 

56.86 

58.19 

48.12 

46.30 

91.34 

85.20 

.39.05 

29.26 


Nous: * Per cent Annual Compound Growth Rate. (A) 1970-73 over 1962-65, (B) 1980-83 over 
1970-73; (C) 1992-95 over 1980-83; and (D) 1992-95 over 1962-65. 

Source: Some as Table 1. 


Tasu 2; Incremental Value op Output and Its Per Cent CoNTRiRimoN by States and Regions during 1962-65. 1970-73. 1980-83 and 1992-95 


Slate 

\ 

Averaxe Value 


Incremental Valyc of QuUmiI 

Peicenliwe nisirihutinn nf Incmmentiil Value of OulniU 

of Output 
1960s 

1970s Over 
1960s 

1980s Over 
1970s 

1990s Over 
1980s 

1990s Over 
1960s 

1970s Over 
1960s 

1980s Over 
1970s 

1990s Over 
1980s 

1990s Over 
1960s 

Haryana 

16303.27 

7141.63 

8110.42 

2.3436.94 

38688.99 

7.07 

4.59 

5.62 

5.57 

Himachal Pradesh 

2487.94 

745.38 

323.30 

1059.30 

2127.98 

0.74 

0.18 

0.25 

0.31 

Jammu and Kashmir 2428.39 

1262.04 

1501.28 

209.03 

2972.35 

1.25 

0 85 

0.05 

0.43 

Punjab 

22078.87 

14818.87 

21756.36 

33894.94 

70470.17 

14.66 

12.31 

8.13 

10.14 

Utuir Pradesh 

93627.51 

20833.18 

35912.17 

59876.61 

116621.96 

20.61 

20.32 

14.36 

16.79 

North-west region 

136925.97 

44801.09 

67603..53 

118476.83 

230881.46 

44.33 

38.24 

28.41 

33.23 

Assam 

15038.60 

2380.59 

5545.10 

6689.63 

14615.32 

2.36 

3.14 

1.60 

2.10 

Bihar 

39332.22 

3660.66 

-1716.97 

11557.34 

13501.04 

3.62 

-0.97 

2.77 

1 94 

Orissa 

24391.37 

1998.07 

7878.53 

5048.65 

14925.25 

1.98 

4.46 

1.21 

2.15 

West Bengal 

32535.94 

6694.12 

2749.72 

36833.75 

46277.59 

6.62 

1.56 

8.83 

6.66 

Eastern region 

111298.14 

14733.45 

14456.37 

60129.37 

89319.20 

14.58 

8.18 

14.42 

12.86 

Gujarat 

33174.29 

5034.51 

1.3750.42 

13631.88 

32416.81 

4.98 

7.78 

3.27 

4.67 

Madhya Pradesh 

48072.93 

8141.39 

763204 

47061.60 

62835.03 

8.06 

4.32 

11.29 

9.04 

Maharashtra 

52069.34 

-13371.63 

34451.29 

29528.41 

50608.07 

-13.23 

19.49 

7.08 

7.28 

Rajasthan 

24153.65 

9634.20 

4488.47 

30608.37 

44731.04 

9.53 

2.54 

7.34 

6.44 

Central region 

157470.21 

9438.47 

60322.22 

120830.25 

190590.95 

9.34 

34.13 

28.98 

27.43 

Andhra Pradesh 

49877.56 

3840.09 

22848.13 

33635.84 

60324.06 

3.80 

12.93 

8.07 

8.68 

Karnataka 

33176.34 

7677.97 

10518.10 

30101.40 

48297.48 

7.60 

5.95 

7.22 

6.95 

Kerala 

25168.76 

9509.34 

-3026.56 

9644.96 

16127.73 

9.41 

-1.71 

2.31 

2.32 

Tamil Nadu 

47006.87 

11434.47 

-3232.39 

39443.65 

47645.74 

11.31 

-1.83 

9.46 

6.86 

Southern region 

155229.52 

32461.87 

27107.28 

112825.86 

172395.01 

32.12 

15.33 

27.06 

24.81 

All India 

C V (percentage) 

5^5642.79 

101063.63 

176767.68 

416956.37 

694787.68 

100.00 

116.93 

100.00 

117.96 

100.00 

68.88 

100.00 

69.98 


Source: Estimated from Table I. 
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following sections ate devoted to a discussion 
of the contribution made to growth of output 
during 1962-65 to 1992-95, by yield growth, 
area growth and cropping pattern changes 
at the regional level. 

► m 

Changes in Crop Yields (Vidue of 

Output of 43 Crops/Area Under 
43 Crops) 

This section briefly deals with the state 
level changes in the level of growth of land 
yield in India during 1962-65 to 1992-95. 
Historical data show that before the advent 
of the green revolution during the mid-1960s, 
white area growth was the major source of 
growth of output, the contribution of yield 
was comparatively less important. One of 
the most important impact of new technology 
was to bring about significant changes in 
yield levels of major cereals namely, wheat 
and rice and of some other crops in many 
regions of India. 

With yield raising new technology 
gradually spreading to mote areas, yield rather 
than area growth has become the predominant 
source of growth in Indian agriculture since 
the mid-1960s. Table 3 which gives the nature 
of changes that have taken place in the levels 
and growth of aggregate crop yields during 
1962-65 to 1992-95, brings out that at the 
all-India level, while value of output grew 
by 2.71 percent per annum, land yield (value 
of output per hectare of total crop sector) in 
India registered a growth rate of about 2.30 
per cent per annum, accounting for as much 
as 85 per cent of growth of output during 
this period. Increase in yield was recorded 
by all the four regions in India, the highest 
increase having been registered by the north¬ 
western region followed by the southern, 

^ central and eastern regions, in that order. 

To begin with during 1962-65, yield levels 
more or less reflected the impact of agro- 
economic factors like weather, rainfall and 
soils. The yield levels were quite high in the 
deltaic coastal .states of Kerala, Tamil Nadu 
and West Bengal, with Kerala having the 
highest level of land yields. Because of 
development of irrigation, yield levels 
were also quite high in the north-western 
states. On the other hand, these were quite 
low in the rainfed central region of India 
(Figure 3). 

By 1970-73, the relative position 
underwent » signiftcant change with the 
introduction of new technology. At the all- ’ 
Indialevel, yield increasedatarateof 1.64 per 
cent per annum during 1962-65 to 1970-73. 
V cry high growth rates of yield were recorded 
by Jammu and Kashmir, Punjab, Haryana, 
Rajasthan and Karnataka and moderately 
high growth rates by Himachal Pradesh, 
Uttar Pradesh, Gujarat and Tamil Nadu. By 
1970-73. yield levels in Punjab had almost 
reached the levels obtained in Tamil Nadu. 


Rouse I: Statewise Gkowth Rate or AosiaiLTimAL Oirmrr 
43 Major Craps 
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The southern region as a whole showed higher states except Jammu and Kashmir. Very 

productivity than the north-western region high growth rates in productivity were also 
followed by eastern regions which had fairly recorded by Gujarat and Maharashtra in the 
low yield levels in the states of Bihar and central region and Andhra Pradesh and 
Orissa. The productivity levels continued to Karnataka in the .south. Kerala was the only 
be the lowest in the dry central region. st.ite where growth rate ofyield was negative 

With the extension of wheat and rice duringthisperiod.Theperformanceofeastem 
technology to eastern Uttar Prade.sh and rice region was quite dismal, with Orissa, West 
technology to Andhra Pradesh during the Bengal and Biharrecording very low growth 
period 1970-73(01980-83 and the continued rates in yield per hectare, 
spread of wheat-rice combination in Punjab During 1980-83 to 1992-95 at the all-India 
and Haryana, many more areas started level, a high rate of output growth of 3.40 
recording notable gains in crop productivity, per cent per annum was associated with a 
As a result, during 1970-73 to 1980-83, at yield growth at a rate of 3.15 per cent per 
the all-India level yield recorded a growth annum. Like output, all the regions experi- 
rate of 1.80 per cent compared with a yield cnced a high growth of yield during this 

growth rate of 1.64 per cent per annum period. Specially, the eastern region made 

during the earlier period. The growth rate of a remarkable turn around and recorded a 
yield was quite high in all the north-western high yield growth rate of 3.32 per cent 
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compared with only 0.S7 per cent per annum 
acMeved (hiring the earlier period. West 
Bengal achieved an unprecedented yield 
^wth rate of 4.39 per cent per annum 
during 1980*83 to 1992-9S, a growth rate 
that was the highest among all the states in 
India. Another feature of the 1980s was that 
growth was shared by all states with the sole 
exception of Jammu and Kashmir. 

However, as would be discussed in detail 
later on, during 1980-83 to 1990-93 as 
compared withtheeariier periods, the sources 
of yield growth in various regions were 
different. In the eastern region, it was 
primarily the rate of growth in rice pro¬ 
ductivity which was the man vehicle for 
development. In the central region and also 
to some extent in the southern region, the 
main source of growth was cropping pattern 
changes involving shift from low value coarse 
cereals to oilseeds. In the southern region, 
rapid increase in both rice as well as oilseeds 
production played a nugor part in agricultural 
development. However, in the north-western 
region except for Haryana, the main growth 
was because of growth of rice, wheat and 
cotton and to some extent sugarcane. 

The extent of disparity in the regional 
levelsof agricultural developmoit is brought 
out by the coefficient of variation of state 
level yield levels during the various periods 
in agricultural development. The coefficient 
of variation (CV) which was 36.86 per cent 
during 1962-63 increased marginally to 
38.19 per cent in 1970-73. Howevw.theCV 
declined perceptibly to 48.12 per cent during 
1980-83 and further declined to46.30during 
1992-95 [also see Bhalla and Alagh 1979; 
Bhalla and Tyagi 1989]. It is important to 
underline that the disparities continue to be 
very high and are a product of more rigid 
structural factors like variations in the level 
of infrastructural and technological 
investments in various regions. 

IV 

Levels and Growth of 

Gross Cropped Area (43 Crops) 

and 

Net Sown Area 

In addition to yield growth, another source 
of agricultural output is growth of cropped 
area. This section deals with the statewise 
pattern of growth of cropped area during 
1962-63 to 1992-93. Area undn- crops can 
grow either through increase in net area 
sown, or through increase in intensity of 
cultivation. The latter is brought about by 
irrigation and through the introduction of 
short duration crops. There were contra¬ 
dictory forces operating with regard to area 
expansion after the advent of green revo¬ 
lution. While net area sown had ceased to 
grow at a significant rate primarily because 
most of the cultivable area had already been 
brought under cultivation, the introduction 


of short duration crops in the wake of green 
revolution led to increase in cropped area 
through notable increases in intensity of 
cultivation. 

Area expansion has ceased to be a 
significant source of growth of crop output 


in India since the mid-1960s. At the all-India 
level during the period 1962-65 to 1992-93, 
cropped area (area under 43 err^) recorded 
a growth rate of 0.40 per c«it contributing 
only 9 per cent to total growth of output 
during 1962-63 to 1992-93 compared with 


Table 4; State and Reoionwiu Levels and CROwm of Area during I962-6S. 1970-73, 1980-83 

AND 1992-95 - Major 43 Crofs 


State Average Area Percent Annual Compound 


fin 000 Hectares) _ Growth Rate* 



1962-65 

1970-73 

1980-83 

1992-95 

(A) 

(B) 

(C) 

(D) 

Haryana 

4151.37 

4606.07 

5065.77 

5429.33 

1.31 

0.% 

0.58 

0.90 

Himachal Pradesh 

816.21 

865.97 

907.83 

888.42 

0.74 

0.47 

-0.18 

0.28 

Jammu and Kashmir 

813.00 

823.50 

901.53 

970.13 

0.16 

0.91 

0.61 

0.59 

Punjab 

4092.00 

4935.30 

6042.05 

6806.47 

2.37 

2.04 

1.00 

1.71 

Uttar Pradesh 

23583.17 

24937.10 

25903.44 

24288.90 

0.70 

0.38 

-0.53 

0.10 

North-west region 

33455.75 

36167.93 

38820.62 

38383.26 

0.98 

0.71 

-0.09 

0.46 

Assam 

2625.47 

2791.00 

3324.93 

3617.73 

0.77 

1.77 

0.71 

1.07 

Bihar 

10689.41 

10722.13 

10195.20 

9304.78 

0.04 

-0.50 

-0.76 

-0.46 

Orissa 

5928.33 

6479.60 

7832.97 

6575.61 

1.12 

1.91 

-1.45 

0.35 

West Bengal 

6411.57 

6987.20 

7062.77 

7914.24 

1.08 

Oil 

0,95 

0.70 

Easter nregion 

25654.78 

26979.93 

28415.87 

27412.36 

0.63 

0.52 

-0.30 

0.22 

Gujarat 

9031.91 

8831.20 

9126.17 

8792.27 

-0.28 

0.33 

-0.31 

-0.09 

Madhya Pradesh 

18464.80 

19822.70 

20799.23 

23235.97 

0.89 

0.48 

0.93 

0.77 

Maharashtra 

I7%3.57 

16512 30 

19276.73 

19833.61 

-105 

1.56 

0.24 

0 3’ 

Rajasthan 

13877.79 

15239.67 

16394.03 

18541.20 

1 18 

0.73 

1.03 

0.9« 

Central region 

59338.07 

60405.87 

655%. 17 

70403.04 

0.22 

0.83 

0.59 

0.57 

Andhra Pradesh 

12270.12 

12311.96 

12199.33 

117.35.27 

0.04 

-009 

-0 32 

-0.15 

Karnataka 

10343.17 

9573 96 

10295.23 

11689 72 

-0.96 

0.73 

1 06 

0.41 

Kerala 

2212.51 

2676.28 

2566.23 

2642.81 

2 41 

-0.42 

0.25 

0.59 

Tamil Nadu 

7026.97 

7397.88 

6304.93 

6725.38 

0.65 

-1 59 

0.54 

-0.15 

Southern region 

31852.77 

31960.08 

31365.73 

32793.18 

0.04 

-0.19 

0.37 

0.10 

All India 

151314.63 

156621.80 

165698.33 

170603.83 

0.43 

0.56 

0.24 

040 


C V (percentage) 141.05 1.59.04279.54 112.27 

Nous: * Per cent Annual Compound Growth Rate. (A) 1970-73 over 1962-65; (B) 1980-83 over 
1970-73; (C) 1992-95 over 1980-83; and (D) 1992-95 over 1962-65. 

Stiurce: Same os Table I. 

Table 4a: State and Reoionwise Levels and Growth of Net Area Sown during 1962-65, 
1970-73, 1980-83 and 1992-95 

State Average Area Per Cent Annual Compound 


(in OCX) Hectares) _ _ Growth Rate* 



l%2-65 

1970-73 

1980-83 

1992-95 

(A) 

(B) 

(C) 

(D) 

Haryana 

3483.67 

3550.00 

3619.33 

3491.00 

024 

0.19 

-0.36 

oo'^ 

Himachal Pradesh 

535.67 

551.00 

572.00 

573.50 

0.35 

0.37 

0.03 

0.23 

Jammu and Kashmir 

683 67 

.586.33 

718.33 

732.00 

-1.90 

2.05 

019 

0.23 

Punjab 

3861.00 

4071.67 

4201 00 

4177.00 

067 

0.31 

-0.06 

0.26 

Uttar Pradesh 

17296 00 

17272.00 

17245.00 

172.37.50 

-0.02 

-0.02 

-0.00 

-0.01 

North-west region 

25860.00 

26031 00 

26355.67 

26211.00 

0.08 

0.12 

-0.06 

0.04 

Assam 

2120.33 

2326.67 

2702 67 

2706.00 

1.17 

1.51 

0.01 

0.82 

Bihar 

8478.00 

8261.00 

7902.00 

7438.50 

-0.32 

-0.44 

-0.60 

-044 

Orissa 

5938.00 

5662 67 

6117.33 

6320.50 

-0.59 

078 

0.33 

0.21 

West Bengal 

5504.67 

5437.00 

5565.00 

5334.00 

-0.15 

0.23 

-0.42 

-0.10 

Eastern region 

22041.00 

21687.33 

22287.00 

21799.00 

-0.20 

0.27 

-022 

-0.04 

Gujarat 

9531.00 

%92.33 

9609.67 

9437.00 

0.21 

-0.09 

-0.18 

-0.03 

Madhya Pradesh 

16536.33 

18436.33 

18856.67 

19452.50 

1.37 

0.23 

0.31 

0.54 

Maharashtra 

18148.00 

16921.33 

18208.00 

17972.00 

-0 87 

0.74 

-0.13 

-0.03 

Riyasthan 

13923.33 

15100.33 

15501.67 

16213.50 

1.02 

0.26 

0.45 

0.51 

Central region 

58138.67 

60150.33 

62176.00 

63075.00 

0.43 

033 

0.14 

0.27 

Andhra Pradtsh 

11511.33 

11360.67 

11032.33 

10753.50 

-0.16 

-0.29 

-0.26 

-0.23 

Karnataka 

10426.33 

10129.00 

10215.33 

10748.50 

-0.36 

0.08 

0.51 

0.10 

Kerala 

2022.67 

2185.33 

2176.67 

2249.00 

0.97 

-0.04 

0.33 

0.35 

Tamil Nadu 

6060.33 

6283.00 

54.53.00 

5546.50 

0.45 

-1.41 

0.17 

-0.29 

Southern region 

30020.67 

29958.00 

28877.33 

29297.50 

-0.03 

-0.37 

0.14 

-0.08 

Alt India 

136981.33 

139044.00 

140982.33 

141999.50 

0.19 

0.14 

0.07 

0.12 


Nous: * Per cent Annual Compound Growth Rate. (A) 1970-73 over 1962-65; (B) 1980-83 over 
1970-73; (C) 1992-95 over 1980-83; and (D) 1992-95 over 1962-65. 

Source: dovemment of India, Indian Agriculture Statistics (various issues). Ministry of Agriculture, 
New Delhi. 
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Fioi're 2 Percentage Distribution oh Incrementai Outwit During 1%2-65 to IW-DS (IW{)-9.1 Pukts) 


50 



1973/ 1983/ 

1965 1973 


a contribution of more than 50 per cent 
during 1949-50 to 1964-65. However, there 
were important dift'erences m the pattern of 
area growth across various states in India 
(Table 4). 

During 1962-65 to 1970-73, cropped an a 
lecordcd a growth orO.43 percent at the all- 
Itidia level. Interestingly, the growth rate in 
area was very high in Punjab (2..37 percent) 
and also Haryana (1.31 per cent) where new 
technology had been extensively adopted 
during this period. This was brought out 
primarily through increase in cropping 
intensity alter the introduction of short 
duration vai icticsot wheat and ricc, although 
there was some increase in net sown aiea 
also. Cioiiped aica also grew very rapidly 
in Kerala and at moderately high rate in 
Orissa, West Hengal and Raiasthan. While 
in West Bengal, the imroihictinn of HYV 
wheat enabled intensity ol cultivation to 
iiicren.se, in othei states gtowth in area was 
primarily because ol chtinges in rainfall and 
weather. 

During 1970-73 to 19X0-83, there was a 
slight accclcratton m ihc growth rate of 
cropped aiea to 0.56 pci cent per annum 
compared wtt h 0.43 per cent dun ng the earlier 
|x;riod. Once again, the growth rate was very 
high in Punjab and fairly high in other north¬ 
western states. Among the eastern states, 
while Assam and Ortssa registered high 
growth, the growth ran; of area in Bihar was 
negative. Some other states likeMahara.shtra, 
Kajasihan and Karnataka also recorded high 
giowth in cropped area, primarily Ixicausc 
of changes in nuiifall. 

Finally, during 19.S0-83io 1992-95. there 
was a perceptible deceleration in Ihc growth 
rate of c ropped area to 0,24 pei cent compared 
with 0.56 per cent during the earlier jieriod. 
The only states where the growth rate in 
cropped area was reasonably high were 
Punjab, 1 laryana, Jtimniu anti Kashmir in the 
north-western region, Assam and West 
Bengal in the east. Madhya Pradesh and 
Rajasthan in the centre, and Karnataka and 
Tamil Nadu in the south. To sum up, it 
clearly comes out that over time the growth 
of cropped area has started playing a less 
significant role loward.s growth of crop 
output. 



1995/ 
1983 


North-west region 
Eastern region 
Central region 
.Southern region 


1973/1965 

44.33 
14.58 
9 34 
.32 12 


1983/1973 

38,24 
8 18 
.34 14 
15.33 


1995/1983 

28.41 
14 42 
28.98 
27.06 


BiSH North-western region I . | Central region 


Eastern region 


BivV:-] Southern region 


As noted, cropped area can grow cither 
through increase in net area sown or through 
increases in crop intensity. These two aspects 
are briclly discussed below. 

Tabic 4A brings out that there was a fairly 
rapid deceleration in the growth of net 
sown area over time. For example during 
1980-83 to 1990-95, net sown area grew at 
a rate 0.07 per cent per annum compared 
with a growth rate of 0.14 per cent during 
1970-73 to 1980-83 and 0.19 pier cent during 
1962-65 to 1970-73. In many states like 
Haryana, Punjab. Utl.ir Pradesh, Bihar, West 
Bengal. Gujarat, Maharashtra and Andhra 
Pradesh, because ol diversion towards 
urbanisation and/or forestation, net sown 
area has actually started declining recently 
It is only in I he statesol Karnataka. Rajasthan, 
Kerala. Orissa, and Madhya Pradesh that net 
sown area grew at .i reasonable rate during 
1980-83 to 1992-95. 

At the all-India level, cropping intensity 
mcrea.sed from 1.24during 1980-83 to l..3() 
during 1992-95. That cropping tnlensily is 
highly related with II rigation levels is brought 
out by the fact that while it was 1.56 in the 
irrigated north-weslein region, the intensity 
was only 1. 18 in the central region. Cropping 
intensity registered an appreciable mcreu.se 
in all the regions during 1992-95 as compared 
with 1980-83. The incrca.se was specially 
high in the north-western and the eastern 
states. In West Bengal, crop intensity incresed 
from 1.32 during 1980-83 to 1.62 during 
1992-95, almost reaching the level obtained 
in Haryana. 

To sum up. at ihc all-India level, the 
contribution ol cropjicd area to total growth 
of output is going ilown and area increases 
have ceased to be the main or even signi ficant 
contributors to growth of output. This not¬ 
withstanding, It IS notable that because of 
highei intensity ol cullivatton area growth 
continues to make a notable contribiition in 
the last growing agricultural states ol India. 

V 

Input Use and Yield Levels and 
Growth of Output 

Table 5 that gives statcwi.se data on area 
under irrigation, number of pump.scts and 
tractors, quantum of fertiliser use brings out 


that levels and growth ol land productivity 
and of output, at the all-India and at the state 
levels, arc positively associated with the use 
ol modern inputs. During 1992-95, the high 
productivity states were Punjab. Kerala. 
Tamil Nadu, Haryana, West Bengal, Uttar 
Pradesh, Assam and Andhra Pradesh, in that 
order. All these states were characterised by 
high levels of area under irrigation. The only 
exception was Kerala which has high rainfall. 
Similarly, all thc.se .states used above 100kg 
of fertilisers per hectare. In Punjab, fertiliser 
use was as high as 296 kg pci hectare. Again, 
Keiala used slightly lower levels of fertiliser 
primarily because area under foodgrains 
which IS highly Icrtiliscr-intcnsive was quite 
low in that state. 

One also sees an association between the 
growth latc of output tind use ol modern 
inputs at the all-India level and m various 
states of India although in this case the 
lelationship is not us strong as for yield 
levels. As noted eailiei, compared with the 
(xjriod 1962-65 to 1980-83. growth rate of 
crop output and crop yields recorded a 
significant acceleration in almost all the states 
of India during 1980-83 to 1992-95. During 
this period, at (he all-India level, per hectare 
consumption ol fertilisers more than doubled. 
Again thcic was a substantial increase in 
percentage of GCA under irrigation from 
29.29 pci cent during 1980-83 to 35.66 per 
cent during 1992-95. 

Again, during 1980-83 to 1992-95, the 
high growth rale states in India were We .t 
Bengal, Rajasthan, Haryana, Madhya 
Pradesh.Tamil Nadu, KarnatakaandPunjab, 
in that order. 'Dics'- very .states also recorded 
a high rale of growth in Ihc u.sc of modern 
inputs, in general and u.sc of fertilisers, in 
particular. While area under irrigation did 
not show a big change over this period except 
in the case ol West Bengal, the consumption 
of lertiliscrs recorded a phenomenal growth 
rate. For example in West Bengal, per hectare, 
consumption of fertili.scrs increased Irom 
48 kg during 1982-83 to 139 kg in 1992-95. 
TItc number of pumpsets in this state also 
increased from 2 lakhs during 1980-83 to 
7.68 lakhs during 1992-95. Again during 
1980-83 to 1992-95, the central .states of 
Madhya Pradeshsand Rajasthan were also 
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among the high growth states. Fertiliser use 
per hectare increased in Madhya Pradesh 
and Rajasthan by nearly four times. It also 
increased in Maharashtra and Gujarat by two 
times in per hectare terms, although the levels 
of fertiliser use continues to be quite low 
even now. Rapid growing states in other 
regions also recorded a big increase in 
fcrtili.ser u.sc. 

VI 

Cropping Pattern Changes 
during the 1980s 

The seed-fertiliser technology introduced 
during the mid-1960.s was originally 
primarily conFined to wheat and rice. Later 
on, the new technology was also successfully 
applied to some other crops like coarse 
cereals, rapc.sced and mustard, soyabean, 
sunflower, cotton and sugarcane, etc. As a 
consequence of differential increase in yield 
levels and changes in rclaii vc prices, di fterent 
crops have grown at different rates in most 
of the slates of India. Tabic 6 gives details 
about growth of area, yield and output of 
major crops in India dining 1962-65 to 
1992-95. The table brings out that over the 
period 1962-65 to 1992-95, the highest 
growth rate in yield and output was recorded 
by wheat followed by cotton, rapesecd and 
mustard, rice and coarse cereals, in that order. 
The lowest growth rate in yield and ouiput 
was recorded by pulses, groundnui and 
.sugarcane. 

In India, area allocation among various 
crops has shown a measure of .structural 
rigidity that rcllccts the traditional character 


of Indian agriculture wherein foodgrains 
remain the most predominant crop. Although 
the introduction of new technology did 
make some dent in this pattern, but the impact 
was not significant even up to the beginning 
of the I980.S. It is only during the peiiixl 
1980-83 to 1992-95 that many important 
changes took place in the cropping pattern 
in India. 

During the period of 18 years from 
1962-65 to 1980-83, for India as a whole, 
gross cropped area increased from 157.7 
million hectares in 1962-65 to 174 5 million 
hecliues in 1980-83 and area under 43 crops 
increased from 151.31 million hectares to 
165-70 million hectares during the same 
period. Foodgrains, which accounted for 
77.85 percent of cropped area under 43 
crops in 1962-65, still claimed 76.63 percent 
of area during 1980-83. Not only that, the 
share of fiKidgrains in the lotal valtie of crop 
output (at 1990-93 prices) winch was 60.02 
|iercent during 1962-65 was neailycon.staiu 
at 60.27 per cent during 1980-8 3 There was 
hardly any diversitication away Irom food- 
grains. Hie new technology in i roduced dtinng 
the mid-1960s fai led to di vci si I y i he croppi ng 
pattern since it was also primarily contlned 
to whe.'it and rice. But there were important 
cropping pattern changes within toodgraiiis 
at the all-India level as well as at the stale 
level. The most important change was that 
because of significant yield <ind relative price 
advantage, during 1962-65 to 1980-83.althe 
.ill-India level, the area under wheat regis¬ 
tered a phenomenal increase and its share 
in total cropped area increased from 8 92 per 


cent to 13.68 per cent On the other hand, 
the share of coarse cereals and pulses recor¬ 
ded a notable decline. There was hardly 
much change in area under riec at the 
aji-india level which hovered around 24 
percent of cropped area under 43 crops 
(Table 7). 

In the green revolution belt located in the 
north-western region, because of higher 
yields and a remunerative price regime both 
wheat and rice registered significant increases 
in their share. In this region, the share of area 
under rice to total cropped area increased 
from 15.30 percent in 1962-65 to 18.95 per 
cent in 1980-83 and that under wheat 
increased from 19.98 jier cent to 33.83 per 
cent. On the other hand, there was a per 
ccptible decline in the share of area under 
piil.scs. coar-sc cereals and oilseeds. 

Because of changes in relative profitability 
and low yield, chcapci coarse cereals, pulses 
and oilseeds were rapidly being displaced by 
high productivity and higher relatively 
v.iluc wheat and rice crops at :i rapid rate. 
Consequently, in the north-western reginii.^^^ 
although the share ot total foodgrains in’** 
cropped arcii remained nearly constant at 79 
per cent, their share in total value of niiipul 
increased substantially from 62 53 per cent 
during 1962-65 to 69.30 per cent during 
1980-83. 

Duiing 1962-65 to 1980-83, the changes 
in the cropping .pa pattern in other regions 
were not that marked. There was a substantial 
increase, in aiea under wiic.at in West Bengal 
at the cost of pulses and a shaip decline in 
the share of area under rice in Onssa. where 


TabU: 5; .SrATiiwist- Levh or iNPin-s dseu durini, l962-6.‘i, I98()-8S and 1992-95 
Stales . Nuinhcr of Tractors Number of I'uinrsci > Consumnlion ol Peieenlage of UC'A Cropping Intensity 


(Pe r (XX) Hectares) (Per IKK ) lleelaies) Fcitili.se rs (Kg s/Heel )_IjUgaled_ (GCA/NAS) 



1962 

65 

1980- 

83 

!987 

1962- 

65 

1980- 

83 

1987 

1962- 

65 

19K0- 

83 

1992- 

95 

1962- 

65 

■■1980-"' 

82 

1992- 

95 

1962- 

65 

■j980-"' 

82 

1992- 

95 

Haryana 

0 70 

17 07 

55 50 

2.32 

71 50 

120 47 

2.5.3 

6S 99 

191 19 

31 10 

62 21 

77 14 

1 31 

1 53 

1.65 

Hiiiiach.il Pradesh 

0 04 

1.57 

7.32 

0.05 

3,15 

3.32 

0.94 

30 65 

.50 29 

17 to 

16 70 

17 84 

1 62 

1 66 

1 70 

Jammu and Kashmir 

0.17 

I.IO 

6 08 

0.12 

I..38 

3.97 

1.54 

.31 16 

60 75 

35 97 

40.37 

40.69 

1 25 

I..39 

1.47 

Punjab 

2.41 

2.S 3.S 

81.78 

8.20 

1.57 69 

l(>0 09 

7 84 

192 07 

296 68 

58 42 

86 84 

94 58 

1 29 

1 64 

1 81 

Ullar Pradesh 

0,50 

8 25 

20.88 

1.45 

63 9.3 

98.47 

4.06 

75,36 

1.34.27 

26 99 

47-42 

62,29 

1 28 

1 43 

1 48 

Norlli-wcsl reguin 

0.80 

It 8.5 

34.40 

2.51 

76,89 

106 J 1 

4 2<) 

91 02 

163.62 

32 26 

55 52 

67 25 

1 29 

1 48 

1.56 

Assam 

0,27 

Oil 

2.70 

O.ll 

0.52 

1 59 

0.26 

4 15 

M 94 




1 19 

1 04 

1.42 

Bihar 

0 21 

1.94 

8 88 

0.92 

49 76 

52 32 

2 96 

21 lb 

85.36 

20 13 

33 67 

43 18 

I 41 

1 33 

1.31 

Onssa 

0 07 

0 20 

271 

0 19 

2.82 

6 31 

1 20 

13 78 

33 35 

II 80 

22 90 

26 24 

1 21 

1.41 

1.53 

West Bengal 

0.17 

0.34 

5 02 

0.80 

.37.36 

129 02 

4.72 

48 02 

1.39..36 

22 62 

24.57 

5127 

1 18 

I..32 

1 62 

Eastern region 

0 17 

0.83 

.5.34 

0.61 

27.59 

51.47 

2.63 

26 07 

74 27 

I6.,50 

24.10 

30 94 

1 28 

1.31 

1.46 

Gujural 

0 27 

2 94 

12.62 

9.33 

58.88 

72.05 

3.63 

40 38 

76,66 

7 83 

22.93 

29.33 

1.05 

1.13 

1.14 

Madhya Pradesh 

0.14 

1.24 

6.46 

1.05 

21 36 

32 32 

0.82 

11.78 

42 01 

5.67 

II 79 

20.66 

1 13 

1 16 

1.23 

Maharashtra 

0.1.3 

I.I7 

4 60 

7 05 

.32 12 

32.57 

2.41 

26 8 3 

68 6.3 

6 90 

12,66 

15.38 

1.05 

1.10 

1 16 

Rajatiihan 

0 27 

.3.49 

10.96 

0.56 

27.61 

.37 01 

0 56 

9 25 

31.39 

12 95 

21.27 

27 20 

1 07 

1 17 

1.18 

Cenlral region 

0.19 

2.05 

8.05 

4 19 

.31.82 

39 57 

1.72 

19 93 

51.88 

8 08 

16 18 

11.97 

1.08 

! 14 

1 18 

Andhra Pradesh 

0 20 

1.95 

4 85 

5.43 

62.37 

84 08 

9.67 

58 20 

149.74 

29 47 

35 43 

39 87 

1 II 

1 15 

1.20 

Karnataka 

0,17 

1 98 

.5.21 

3.58 

29.46 

47 32 

3.43 

.37 15 

74 40 

9 51 

15.95 

22.58 

1.04 

I.OK 

1.15 

Kerala 

0.17 

0.60 

5.19 

4 36 

45.41 

96 09 

15.40 

45 66 

85.79 

19.73 

1.3.36 

I.M4 

i.22 

1..32 

1..35 

Tamil Nadu 

0..W 

2.74 

2.68 

31.94 

218 82 

194 07 

11.99 

92,17 

140-78 

45 33 

48.70 

47 90 

1 19 

1 19 

1.27 

Southern region 

023 

200 

4..58 

10.07 

77.81 

93 28 

8..34 

.55 88 

11.5.33 

25 66 

29.32 

33 02 

l.ll 

1.14 

1 21 

All India 

0.30 

3 68 

11.73 

4 58 

49.16 

64.94 

4,33 

42 62 

89 08 

|9 (K) 

29 29 

35 66 

1.15 

1.24 

1.40 


iouicts'. 1 Govcrnincni of India, Imlian l.ivexiork Census, Vol 1 (various years). Ministry of .Agrieullure. New Delhi. 
2 Covernineni of India, Indian Agricultural Statistics (vanous issues). Ministry of Agriculture, New Delhi. 

.3 Fertiliser Association of India, Fertiliser Statistics, (various years). New Delhi. 
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Figi'HF 3’ Stati.wisi Levils of Averaoe Vau’e PRoni'cnvirv 
43 Major Crops 



share ol area under pulses and eoarsc cereals 
incieased signihcantly. There was a sub¬ 
stantial decline in the share ol'coarsc ccrcids 
in the souilicrn legton anil a small decline 
in the share ol' coarse cereals in the ceniral 
legion. While both the southern and ceniral 
regions showed a small increase in their 
sliiirc ol area under pulses, the area under 
oilseeds marginally increased in the.southern 
region and remained almost constant in the 
central region 

In tcrnis of value ol output, in the eastern 
|cgion. wheat gained very substanlially 
Jiuiinly at the < ost of pulses In the central 
region also, wheal gained at the cost of 
pul ses, coat se cei eals and oi I seeds. (Table 8) 

The period 1080-83 to 1902-9.5 was 
characterised by signifi jm changes in the 
cropping pallcrn, the like of which had not 
been seen in India during the last 30 years. 
The most importani feature of the changes 
was that at the all-India level, the propor¬ 
tion of area undi i I'oodgrains which had 
lemaincd almost constant during 1962-65 
to 1980-83. registered a sharp decline of 
4.42 per cent from 76.63 per cent of total 
area in 1980-83 to 72.21 per cent during 
1992-95. In absolute terms, the total GCA 
increased from 174.5 million hectares in 
1980-83 to 184.7 million lieciares in 1992-95 
and .area under 43 crops increased Irom 
165.70 million hectares to 170.60 million 
hectares during the same period. However, 
area under foodgrains declined by over 4 
i million hectares from 126.97 million hectares 
in 1980-83 to 122.69 millton hectares in 
1992-95. Most of these changes took place 


because of a decline in the share of area 
under coarse cereals of 5.27 per cent horn 
25.08 percent in 1980-83 to 19.81 percent 
in 1992-95. On the olher hand, the area tindci 
both rice and wheal actually registered a 
notable incrca.se. The main shilt tiKik place 
from coarse cereals tooiLsecds whose cropped 
area increased by about 8 million hectares 
and whose share in cropped area increased 
from 10.92 per cent in 1980-83 to 15 31 per 
ccnl in 1992-95. Among oilseeds, the most 
importani gainers were soyabeans, sunilower 
rapesced, mustard and groundnut, in that 
order. There was also some increase in the 
share of remaining crops in total cropped 
area. In absolute terms area under remaining 
crops increased marginally from 8.37 million 
hectares m 1980-83 to 9.'74 million hectares 
in 1992-95 that is from 5.05 (rer cent of 
cropped area during 1980-83 to 5.32 percent 
during 1992-95. 

Within foodgrains, unit ke the earlier penod, 
there was a slow-down in the increase of area 
under wheat and there was an increase in the 
area under rice. Further, there was a signi¬ 
ficant decline in the area undercoarsc cereals. 
And as seen above, there was a big increase 
in the share of area under oilseeds. While 
there was a slight incieasc m the share of 
area under sugar-cane, the area under fibre 
crops actually tended to decline marginally. 
Simultaneously, there was a small increase 
in the area under remaining crop. 

A major propoition of decline in coarse 
cereals took place m the central region 
comprising of Gujarai, Madhya Pradesh, 
Rajasthan and to some extent Maharashtra. 


In addition, the southern region also registered 
a signi ficant decli ne in area under foodgrains • 
mainly coarse cereals. 

A 1 elated signi I leant development was 1 hat 
in the central and souihci n region, there was 
a major shift in cropping pattern in favour 
ol oilseeds at the cost of coarse cereals. The 
mainoilsceds that recorded notable increases 
in area were groundnut, rapeseed, mustard, 
■soyabean and .sunilower. I n the central region, 
during 1992-95 compared within 1980-83, 
while the area under .soyabean increased in 
Madhya Pradesli by about 2.6 million hectare, 
Rujasihan lecoided an increa.se ol 1.8 million 
hectare in area under rapc.sced and mustard. 
In the .southern legion, Andhra Pradesh 
rccoi ded an increase in area under groundnut 
by about I million hectare and Karnataka in 
sunllowcrby 1.2 million hectares Areaunder 
.sunflower also increased in Maharashtra and 
Andhra Pradesh. This was made possible 
primarily as u result of increase in relative 
profitability both because of hetiy increases 
in the administered priccsofoilseeds relative 
to coarse cereals and al.so bccau.se of notable 
increases in yields of major oilseeds. Since 
ihc pre vaili ng domestic prices of oilseeds arc 
much higher than international prices, some 
scholars have questioned the advisability of 
policy induced rapid increases in oilseeds 
production at the cost of coarse cereals. It 
is argued that this would become unsustain¬ 
able once free imports arc allowed under the 
GAIT Agreement (Gulatt 1994]. It is how¬ 
ever important i<i note that during the period 
1980-83 and 1992-95, despite a notable dec¬ 
line in area at a rate of 1.48 per cent per 
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annum,becauscofasignificantrateof growth 
of productivity of 2.08 per cent per annum, 
the output of coarse cereals registered a 
modest growth rate of 0.91 per cent, at the 
all-India level. 


Notably, the cropping pattern changes in 
the north-western region were in contrast to 
those in the central and southern regions. In 
the north-western region, area under food- 
grains increased primarily as a result of 


increase in the share of urea under rice and 
to some extent wheat, although there was a 
significant decline in the area under coarse 
cereals and pulses. On the other hand, unlike 
the central and southern regions, the north- 


Tabij: 6; All-India CoMrooNO Growth Rates of Area, Production a.nd Yifld of Major Crops; 1962-65 to 1992-95 


Crops 

1962-65 to 1970-73 

1970-73 to 1980 8.3 

1980-83 to 1992-95 

1962-65 to 1992-95 

Area 

Product 

Yield 

Area Product 

Yield 

Area Product Yield 

Area Product Yield 

Rice 

046 

1.52 

1.05 

0.61 

2.23 

1.60 

0.53 3.56 3.01 

0 54 

2..57 2.01 

Wheat 

4.32 

10.85 

6 26 

I.8I 

4.51 

2 66 

0.59 3 81 3.19 

1 98 

5.88 3 82 

Coarse cereals 

-0.08 

0.61 

069 

-0.55 

1.32 

1.88 

-1.74 0.91 2.70 

-0.90 

0.97 1 89 

Pulses 

-1.21 

-0.33 

0.89 

0.53 

0.38 

-0.15 

-0 24 1..38 1.63 

-0 25 

0 59 0 84 

Foodgniins 

0.45 

2.28 

1.82 

0.39 

2.26 

1.86 

-0.29 2 92 ■ 3.22 

0.14 

2.53 2,39 

Non-foodgratns 

0.38 

1.77 

1.39 

I.IS 

2.56 

1.40 

1.66 4 09 2.38 

1.15 

2.96 1.79 

Groundnui 

0.16 

0.01 

-0.I5 

-0.I8 

0.67 

0.84 

1.34 2.89 1.53 

0 52 

1.37 0.85 

Rapesecd and mustard 

1.53 

4.42 

2.84 

1.87 

2.82 

0 94 

3.68 7.28 3 47 

2..50 

5.01 2.46 

Nine oiKseeds 

0.42 

1.17 

0 74 

0.88 

1.82 

0 93 

3 07 5 62 2 47 

1.63 

3 14 1.49 

Fibre crops 

-0.88 

-0.22 

0 67 

0.33 

2.47 

2.1.3 

-0 59 .3.33 3.95 

-0.36 

2.09 2 46 

Jute 

-1.53 

-1.49 

0.04 

l.(X) 

2.12 

III 

-0..S7 1.55 2.13 

-0.31 

0.92 1.23 

Cotton 

-0.65 

O.ll 

0.77 

0.29 

2.54 

2 25 

-0 44 3 64 4.10 

-0.25 

2 .32 2 58 

Sugarcane 

0.63 

1.73 

I.IO 

2 14 

3.81 

1.63 

136 2 69 131 

1 42 

2.80 1.36 

Source: Same as Table 1 












Table 7; Croppino Patit.rn CiianiiLS - Rsoionwisf 






(Percentage Share of Area under 43 Crops) 



Region/ 

Rice 

Wheat 

Coarse 

Pulses 

Food- 

Non-food- 

Nine Fibre Cotton Sugar 

Remaining 

Period 



Cereals 


giains 

grains 

Oilseeds Crops 

canc 

Crops 

North-Western Region 










1962-65 

15 30 

19.98 

23.20 

20 99 

79.47 

20.53 

12 28 2 49 2 18 

4.61 

1 15 

1980-83 

18.95 

33.83 

I6.I3 

10.76 

79 68 

20.32 

10 68 2.89 2 75 

4 72 

2 04 

1992-95 

22.49 

38.47 

12.33 

9.20 

82 48 

17.52 

7.02 .3.16 3.12 

5 47 

1 86 

Eastern Region 










1962-65 

62.71 

2.90 

7.37 

15 6.3 

88.62 

II..38 

3 30 4.16 om 

1 01 

2.91 

1980-83 

58 .54 

7 51 

7..58 

12.55 

86. i 7 

13 83 

5 74 3.37 0.03 

0 86 

3 86 

1992-95 

61.83 

841 

4 78 

9.64 

84 66 

15 34 

6 4.3 3.04 0.03 

0 74 

5 1.3 

Central Region 










1962-65 

10.55 

9.66 

38.14 

I6 68 

75.03 

24 97 

12 06 9..52 9.27 

0 44 

2 95 

1980-83 

10 65 

10.66 

35.94 

17.80 

75.05 

24.95 

12 02 8.09 7.90 

0.69 

4 15 

1992-95 

10.83 

10.16 

29.70 

I7 54 

68 23 

31.77 

20.10 6.91 6.82 

0 87 

3.90 

Southern Region 










1962^65 

24.99 

I.OI 

36.81 

9 66 

72 47 

27 53 

12.21 6 17 5.76 

0.87 

8 28 

1980-83 

24.88 

1 it) 

29.92 

II 39 

67 30 

32 70 

13.94 5 66 5 24 

1.68 

11.42 

1992-95 

23 56 

0 70 

20.82 

I2 I9 

57 27 

42.73 

23.04 5 17 4 89 

2.15 

12.38 

All India 










l%2-65 

23.78 

8.92 

29.20 

15 9.3 

77.85 

22.15 

10,59 6 31 5 36 

1 56 

3.69 ^ 

1980-83 

23.96 

13.68 

25 08 

13.91 

76 63 

23.37 

10 92 5 55 4 78 

1 85 

5 05 ^ 

1992-95 

24.91 

14 32 

19.81 

13 17 

72 21 

27 79 

15 31 5 04 4 42 

2 13 

5,.32 

Source: Same as Table 1. 












1'able 8: Shari, of Various Crops in TivrAi Uomii 

oi Kh,ion.s 



Region/ 

Rice 

Wheat 

Coarse 

Pulses 

Food- 

Non-food Nine Fibre 

Cotton 

Sugarcane 

Period 




Cereals 


grains 

Grains Oilseeds 

Crops 


Noith-Westem Region 










1962-65 

12.88 

15.42 

11.02 

23.2J 

62.53 

.37 47 

11.07 4 87 

4.66 

18.22 

1980-83 

19.60 

.34.68 

6.47 

8.55 

69 30 

30.70 

6 93 4 25 

4.19 

14.49 

1992-95 

23.63 

37.09 

4 79 

5.66 

71.16 

28 84 

5.93 4..59 

4.58 

13.63 

Ea.sicm Region 










1962-65 

60.80 

1.44 

3.33 

I2.II 

77 68 

22.32 

2.66 4.54 

0 06 

3.88 

1980-83 

.50.90 

7.{X) 

3..35 

8 88 

70.13 

29.87 

6.18 3 77 

0.03 

3.17 

1992-95 

.57.57 

7.71 

2.57 

4 71 

72.56 

27.44 

4.42 3.18 

0.02 

1.79 

Central Region 










1962-65 

13.79 

7.79 

20.41 

I6..39 

.58.37 

41.63 

18.11 11.89 

11.78 

4.16 

1980-83 

12.82 

12.40 

I8.I0 

15.49 

58.81 

41.19 

17.42 9..36 

9.30 

6.72 

1992-95 

11.41 

12.57 

13.78 

14.25 

52.01 

47.99 

26.41 8 40 

8.38 

5.79 

Southern Region 










, 1962-65 

31.01 

021 

I2.I4 

3.34 

4(>.70 

53.30 

1.5.11 3 70 

.3.51 

5.99 

1980-83 

31.09 

0..30 

lO.'OI 

,3.79 

45.20 

54.80 

12.29 3.84 

3.67 

8.92 

1992-95 

26.93 

. 0.18 

6.75 

3.30 

27 15 

62.85 

16.73 4 46 

4.37 

8,95 ‘ 

All India 










1962-65 

27.86 

6.27 

12.39 

I.3.51 

60.02 

39.98 

12.42 6 43 

5.39 

7.98 

1980-83 

26.27 

14.89 

9.94 

9.I6 

60.27 

39.73 

10 94 5.40 

4.69 

8.92 j 

1992-95 

26.75 

15.61 

7.42 

7.23 

57.00 

43.00 

14.11 .5.36 

4.82 

8.20 


Soun-f. Same as Table I. 
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FiGiiRb 4: 


western region as a whole registered a big 
decline in area under oi isceds. But within the 
north-western region, the cropping pattern 
changes in Haryana were similar to those in 
the central region with area under foodgrains 
declining sharply, primarily, as a result of a 
IgitLirp decline in area under coarse cereals as 
well as pul.scs and area under oiLsceds iccor- 
ding a significant increase. In Punjab, on the 
other hand, there was an increase in area 
under foodgrains despite adecline in the area 
under pulses and coar.sc cereals because of 
a sharp increase in ai ea under rice Conn an I y 
to Haryana and states in the (ciiiial region, 
the area under oil.seeds registered a notabie 
decline in Punjab. This was mainly .is .1 result 
ol' decline in the area under rapesced am' 
mustard although there was some incrca.se 
in the area iinclci sunllowcr The nature ol 
cropping p.illeiii thanges in l -'ttar Pradesh 
was similar to that in Punjab and nl eonliasl 
to that in Haryana (Appendix I). 

In the eastern region, the share of area 
under total foodgrains rcniaincd almost 
icoivstant during l')SO-K.lio l<W2-‘>.‘i How- 
•.'ver. within loodgrains, while area under 
rice increased signilicantl) that undcreoarse 
teieal.s and pulses declined sharply. But the 
casicni region, unlike the central and southern 
regions, did not rcgistei any increase in area 
under oilseeds 

Rui.aiivi Croi' .Sharis in Valui-, oi- 

Ol ii'f'i 

Major changes iii eioppiiig pattern arc also 
rellcctcd by changes 111 the share of various 
crops III the lot.il \ahic o‘ output during 
1980 83to 1992-9.5.Duiingthecailicrperiod 
1962-6.5 to 1980-83. at the all-liidia level, 
the shine of foodgrains in loliil value of 
oul|Hil had rem lined almost constant at about 
()0 per leiil However during 1980-81 to 
l9‘32-95. there was a peicepiiblc det line in 
the share of foodgrains in the lotal v;ihie ol 
output by 2.7.1 pel cent. Irom (lO 27 per cent 
III 1980-83 to S? |)ci ceiii in 1992-95. On 
the other h:iiid. shaie ol non-foodgrains in 
total value ol output recorded a notable 
increase. Among the non-toodgrains, while 
the share of oilseeds h;id increased by 3 per 
cent and ihiil ul ‘lemaining crops’ by about 
1 per cent, that of fibre crops and cotton 
almost remained constant. While the share 
of wheal and rice rose marginiilly, there was 
a substantial decline in the share of coarse 
cereals and pul.scs On the other hand, the 
value share of-oilseeds registered a notable 
incrca.se during the 1980s. 

In the north-western region, despite a 
decline in the value share of coarse cereals 
and pulses, the value output of foodgrains 
registered an increase. On the other hand, 
there was a counterbalancing decline in the 
value share of oilseeds. But Haryana wits an 
I exception. In that slate while the share of 
foodgrains declined, that of oilseeds increased 
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significantly (Appendix 2). The changes in 
value of output were not perceptible in the 
eastern region. Like the north-western region, 
there was a small increase in the value share 
of foodgrains despite a decline in the share 
of coarse cereals and pulses. On the other 
hand, there was a marginal decline in the 
value share of oilseeds and sugarcane. The 
central region witnessed a sharp fail in the 
value share of focxlgrains mainly coarse 
cereals and pulses and a substantial rise in 
the value share of oilseeds, llic .southern 
region also witnessed a big decline in the 
value shareof foodgrains bccau.se of adccline 
in the share of both rice and coar.se cereals 
(but not pulses). On the other hand, oilseeds 
registered a significant increase in their share 
in total value of crop output in the southern 
region. 

To sum up. there was a significant 
change in cropping pattern during I9K0-83 
to 1992-9.^ both in terms ot area allocation 
and share in total value of output. Because 
of changes in relative prices and productivity, 
the most important change was a dccitnc in 
the area under coarse cereals and an increase 
in area under oilseeds pariicularly in the 
central region of India. There was some 
increase in the share of area and value of 
output of high value 'remaining crops’ 

VII 

Changes in Agricultural Labour 

Force and Labour Productivity 

One of the major structural problems of 
Indian economy is the very slow rate o( 
diversification of laboui force from agri¬ 
culture to non-agricultural occupations. The 
productivity levels of agricultural workers 
have remained quite low both because of low 
yields and also as a result ol excessive 
population pressure on land. A significant 
development in Indian agriculture was the 
introduction of newsecd-fcrtilisertechnology 
during the mid-l96()s. This brought about 
unprecedented changes not only in the levels 
and growth of land yields and agncultural 
output across states, but also in the regional 
patterns of labour productivity in agricul¬ 
ture. On the one hand, rapid rise in agricul¬ 
tural output combined with increasing 
intensity of cultivation increased the demand 
for labour in .'igriculture in some parts of 
India. On the other hand, there took place 
a rapid capitalisation in agriculture in 
response to rising wages (and availability of 
capital at cheap rates) and this resulted in 
displacement oflabour in certain agricultural 
operations. Furthermore, many areas where 
new technology had not taken roots also 
continued to absorb labtmr in agriculture 
bectmse of increa.sing population and non¬ 
availability of non-agricultural employment. 
Besides output growth and increa.se in rural 
labour force, labour absorption in agricul¬ 
ture (employment elasticity) was also affec¬ 


ted by factors like size and fragmentation 
of holdings, level of wages, extent of 
mcchani.sation, cropping intensity, crop 
composition and other technological changes 
in the production process. 

Since the income and the living standards 
of agricultural population arc ultimately 
determined by their productivity levels, it is 
worthwhile to .study the nature of inter-state 
variations in pattern of growth in mate 
agricultural worker (MAW) prwiuctivity 
between 1962-65 and 1992-95. Male 
agricultural workers rather than total agri¬ 
cultural workers have been taken for our 
analysis. This is because they have taken 
place frequent changes in the definition ol 
workers because of which the data on the 


number of female workers in agriculture is 
not comparable over various censuses, in 
particular for 1971. 

Historically speaking in traditional socie¬ 
ties, in .spite of vast differences in land yields, 
per worker productivity levels have tended 
to remain more or less equal over variouif* 
regions [Boserup 1965; Myrd.al 1968]. The 
inequalities were kept low t hrough migration, 
population adjustment and suction mecha¬ 
nism. Whereas fertile lands had generally 
higher density ot population, the arid zones 
with low yields were characterised by sparse 
population. But these traditional relationships 
which also obtained in India, got considerably 
weakened even during the British period, 
more so alter independence, becau.se of un- 


Tabli n Land Man Raiki anij OnisT Pfr HtcTARr 
(D Log Fimclion)* 


Period 

Intercept 

Rcpre.s.sion roefficienl 

l-Value 

R-Square 

1962-65 

8.68 

-0 6975 

16 92 

0 51 

1970-73 

3.79 

-0 7360 

16 12 

0 48 

1980-83 

3.84 

•0.6896 

1371 

0 40 

1990-9,1 

3.95 

-0 6313 

12 94 

0 37 

Note: * Derived by using disiricl 

lev;’l (tala 
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Id 1990 93'' 


(1 i)g(.MW/ll - Log(c) + Log(VO/H) 



Pcnoil Intercept Variable Kcviession C'oefficienI t-Valuc R’ (VO/lli 


1960s 

-2.8.390 

0 7260 


16 92 



0 51 


I97n.s 

-2.5654 

0 6554 


16 12 



0 48 


l9K0s 

-2 .3011 

0 58 35 


13 71 



0 40 


1990s 

-2..37I1 

0 5938 


12 94 



0 38 


/V(»/c • District level data have been used lo calculule eliLsiicilies 
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(Ks per worker al 

1990-93 prices) 





Stale 

Male Workers Productivity 


Giowth Rale (Per Cent 







Pel Annum)* 



1962-65 

1970 73 1980-83 

1992-95 

(A) 

(B) 

(Cl 

(D) 

Haryana 

11144 

1.3874 

1.5357 

21871 

2.78 

1,02 

2 99 

2 27 

Himachal Pradesh 

3609 

5110 

5)84 

6(M5 

444 

0 14 

1.29 

1.73 

Juminii and Kashmir 2922 

4185 

5201 

4664 

4.59 

2 20 

-0 91 

1 57 

Punjab 

11302 

14950 

20646 

26967 

3..56 

<28 

2 2**i 

2 94 

Ultar Pradesh 

5513 

6032 

6801 

7773 

I 13 

1 21 

M2 

1 15 

North-west region 

6246 

7,373 

8690 

10534 

2 09 

! .f»6 

1 K 

1 76 

Assam 

6166 

6413 

7349 

8021 

0 49 

1 ?7 

0 7: 

0 88 

Bihar 

3860 

35(K) 

2965 

2934 

•1 22 

-1.64 

-0 09 

-0.91 

Orissa 

.5812 

5483 

6.340 

6278 

■0 73 

1 46 

-0 08 

0.26 

Wcsl Bengal 

.5714 

5787 

5380 

7808 

.0 16 

-0 73 

3 15 

1.05 

Eastern region 

4942 

4739 

4644 

5271 

-0 52 

-0.20 

1 06 

0 21 

Gujarat 

8878 

8529 

9930 

10807 

-OSO 

1 53 

0.71 

0.66 

Madhya Pradesh 

62.34 

6327 

6104 

85.56 

0.19 

-0.36 

2.85 

1 06 

Maharashtra 

73W 

4882 

8144 

9758 

-4.92 

5.25 

1.52 

0.97 

Raiasihaii 

5233 

6534 

6348 

9090 

2.82 

-0 29 

304 

i.86 

Ceniral region 

679! 

6307 

7401 

9373 

-0.92 

1.61 

1 99 

1.08 

Andhni Pradesh 

67(Hi 

6355 

7707 

9293 

-0.67 

1.95 

!..58 

1.10 

Karnataka 

6883 

7.575 

8t)6t 

11016 

I..'’! 

0 62 

2 64 

l,.58 

Kerala 

1.5.576 

1.5657 

1.5586 

168.30 

0.07 

■0 05 

0 64 

0 26 

Tamil Nadu 

7.855 

8472 

7274 

10943 

0 95 

-1 51 

3 46 

l.ll 

.Southern region 

7817 

8175 

8284 

10794 

0.56 

0.13 

2.23 

1 08 

All India 

6414 

65.52 

7215 

8961 

0.27 

0.97 

1.82 

1.12 

CV (Percentage) 

43 .36 

46.94 

51.94 

.56.47 

269.52 

184..59 

8069 

72.76 


Notex-. * Per cent Annual Conipouncl Growth Rate. (A) 1970-73 over 1%2-6.S; (B) 1980-83 over 
1970-73; (C) 1992-93 over 1980-83; and (D) 1992-95 over 1962-65. 

.Simrrr: I Government of India. Area and Priidurlitin of Principal Crops in India (various issues'). 
Ministry of Agnculturc, New Delhi. 

2 Government of India, Primary Census Ahstraci Part H-B(i) (for 1961, I97i, 1981 and 
1991 Census), Office of the Registrar General and Census Ccminis.sion. India. New Delhi. 
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even regional paltcm ofinvestmeni in rural 
infrastructure and in irrigation. Thus, there 
existed large inter-state variations in labour 
productivity in India even before the advent 
of new technology during the mid-l%Os, 

According to some scholars, high rate of 
^agricultural output arc associated with higher 
giowth of work lorce and vice versa This 
very high labour absorption in fast growing 
region was characlen.sed by us as suction 
mechanism incur earlierstudy (Alagh, Bhalla 
and Hhadury l‘J781. It is noticed that initially 
in labour surplus economies, a spurt in agri¬ 
cultural growth leads to incica'>cd demand 
tor labour and rise in agriultiunl wages T his 
results in an intlux of lahuui lorce -.nto 
agriultiirc. This higher degree of iaboui 
absorption tends to icduce imer-regional 
dinercnccsinlahourprodiictiviiy ' O'.ertriic. 
bec.iuse of rapid incicase i’l wages in the 
advanced agriciiltiiral legions, laiioui starts 
gelling displaced by capital Fiiitliei. with 
non-agricullural activities cincrging, l.thoui 
starts getting divcisified to non-agriculuiral 
sectors which tends to increase iiiler-rcgional 
variations in laboiii productivity. Intcres-^ 
imply. Figure 4 that gives si alter of dislricl- 
wise data on yiclil levels and land-man 
Mliolot I‘)62-65. l'f7()-7.^, I‘>K(I-K^ and 
IW0'9.t foi India, reveals that the scatter 
winch nc.irly conlormed to the rectangular 
hyperbola pallern envisapjed by Ishikawa 
iif) to lySO-.S^, considerably weakened by 
lOyO-y.' Ilsinkawa 19671. The regression 
lesulls bring out that the value ol regression 
coeflicicnl winch w'as 0.70 during 1962 65, 
same down to 0.6.^ by 1990-9.1 (Table 9), 

Another way of putting thii same argument 
islhal wheis'as III liaditioiiiilagriultiirc almost 

ihc entire incica.se in yicki is brought •ibout 
ihiough labour absorplion. the same is now 
being increasingly acconijilislied through 
application ol capital aiid(illK:i injiuis.Tlius, 
svithoiherfai Mrs becoming importanl, labour 
ii.sc has nor im leased piopoiiionaicly with 
mcrca.se in output aiiil hence labour pio- 
(luclivily has iisen along with output 
increases. Consequently, overtime employ¬ 
ment elasticity in agnciilrurc has tended to 
decline (Table 10). 

It IS obvious that Ihc elasticity of labour 
absorption with icspcet to output which 
W'as 0 73 during 1962-65, declined to 0.65 
during 1970-73, and further decline to 0.58 
during 1980-83 and remained a'. 0.59 during 
1990-93. 

An inter-siatc analysi.s of MAW 
productivity Orings out that to begin with 
during 1962-65, before the advent of new 
technology in agriculture, taking the entire 
crop sector. Kerala had the highe.st level of 
land and labour productivity followed by 
Punjab, Haryana, Gujarat and Tamil Nadu 
in that order (Table 11). Except for Punjab 
and Haryana, the other north-western states 
recorded medium to low level of MAW 


productivity. Interestingly enough, despite 
low levels of land productivity, all the .states 
in the central region (except to some extent 
Rajasthan) recorded medium to high levels 
of MAW productivity. However, because of 
higher population density, only medium or 
low MAW productivity obtained in all the 
slates in Ihc easicin region with Bihar 
recording one of the lowest pnxluctivity in 
Ihc country. While Kerala and Tamil Nadu 
had high levels ol MAW produlivity the 
other southern states namely. Andhra Pradesh 
and Karnataka had medium levels of 
pi.-Kluctiviiv 

,Al Ihc •-ill-lndia level, during 1962-65 to 
1970-7.3, growth rale of agricultural output 
ol 7.f,8 per cent esceeded th.'it of male 
agriciilturjl workers of I 81 per cent per 
nniiiiiii by a small margin .(Tabic 12). 
C’onseqiicnlly at tlie all-India level, MAW 
productivity increased only at an annual rale 
ofO.27 pereeni per aanuiiithercby confirming 
the rcciangulai hy|)cihola hypothesis about 
near coiislaiiey ol l.ibour productivity for 
ili.it penixl. An iinfKi' unit feature during 1962- 
65 to 1970-71 was iliai in most of the rapidly 
growing sl.itcs. high giowth of output was 
associated with high growth in male 
.igrieiiltural workloiec. For example, in 
Pimiab and Kcinla. :iii unprecedented output 
giowth ol 6.63 pci ..cut and 4.09 per cciii 
per annum, rcspeelivcly, was accompanied 
by a growth rate ol 2.97 per cent and 4.02 
per ceni [icr annum respectively in MAWs 
toinpared with an .ill-liulia growth rate ol 
onlv 1 81 pel ecni pei annum. Consequently, 
dcspiic a large inllus of labour force, during 
this period. MAW piinluetiviiy in Punjab 
increased .it an annu.il rale of 3.56 per cent 
while that in Kerala it incrca.scd only at a 
raic 0.07 per eeiii 

Besides Punjab, among the other north¬ 
western states, MAW productivity grew at 
a rate exceeding 2.5 per cent per annum in 
Haryana and at 1.1 Ijici ccnlinlltlarPradcsh. 
Tlie eastern and tcniral region had a dismal 
IHirlormance in the niaiicrof growth of MAW 
productivity. While Bihar and Orussa hud 
negative growth in Iheir M AW prodiicti viiy, 
there was a margin.il mcrea.se in productivity 
in West Bengal and Assam. Equally dismal 
was the pcrformaiiec ol central region where 
except for Rajasthan which recorded a growth 
rate of 2.82 per tent, all other slates had 
cither very low oi even highly negative 
growth in male worker productivity. In the 
souihem region, while Kerala. Karnataka 
and Tamil Nadu registered an increase in 
productivity, Andhra Pradesh registered a 
sharp decline. 

To .sum up, during the penod 1962-65 to 
1970-73, the spread of new technology was 
confined primarily to the north-western states 
ol India. In the high growth .states, intro¬ 
duction of new biological technology in 
conjunction with mechanisation pcrformcil 


a dual role of both raising employment and 
increasing labour productivity. On the other 
hand, in many slow growing regions increases 
in oulpm were eaten away by large incn.*ascs 
in work lorce pi csum.ibly because increasing 
workforce haii no where else to go. Con¬ 
sequently, even though Ihc employment 
elasticity remained high, because of uneven 
spread of new technology, there was an 
increase in disparity in the levels of male 
agricultural worker pnaUiclivity The CV of 
male worker poxluctisily iiicrca.sed from 
43.36 percent during 1962-65 to 46.94 per 
I cm during 1970-73. 

During 1970-73 to 1980-83, taking India 
as a whole, there was a .slight increase in the 
giowth rale of ouljiui which increased from 
2.08 [icr cent during 1962-65 io 1970-73 to 
2.38 during 1970-73 to 1980-83. Another 
iniporiani devcinpmeiil dining this period 
was a visible deceleration in Ihc growth rate 
ol male agriciiliuial workers. Thu.s at the all- 
India level, the growth rate of MAW dec¬ 
lined from 1.81 per cent during 1962-65 to 
1970-73 to 1.40 per coni per annum during 
1970-73 to 1980-83. The growth rate of 
MAWs decelerated in all the major stales 
except in Haryana, Uttar Pradesh, A.ssam, 
Rajasthan, Karnataka and Andhta Ih'udc.sh 
where theie was a marginal increase in their 
growth tale 

As a result ol ‘slow down of gniwth of 
MAWs in most of the si.iic.'. the share of 
MAWs in the total male workforce m India 
declined from 67.4 pei cent in 1971 to 63.5 
per cent in 1981. Ilial there took place a 
iioinhie fall in the pio[X)rtion of workers 
engaged in agriciilliire during this period 
was akso borne out by llic National Sample 
Survey data (32rid ami 38lh rounds). 

('onseqneni to higher growth rale of output 
and deccleiatioii in growth latc ol MAWs 
at the all-liidi.i level, MAWs productivity 
rccoidcd a growth rale ol 0.97 per cent per 
arinumduring 1970- 7) to 1980-83compared 
w'llh of 0 27 (icr cciii during the 1962-65 to 
1970-7) period Among the north-western 
slates, lAinjab recoidcd an annual growth 
r.ite of 3.28 per cent and Uttar Pradesh and 
Haryana also recorded a modest growth in 
MAW productivity during this period. A.5 a 
result of higher growth, by 1980-83, Punjab 
had .surpassed Kerala and hud become the 
highest productivity state in Ihc country. 
Among the central .stales, whereas labour 
pniduciiviiy incrca.scd In Maharashtra and 
Gujarat, it registered a decline in Rajasthan 
and Madhya Pradesh. Maharashtra recor¬ 
ded a phenomenal rate of growth of 5.25 
per cent per annum in MAW productivity 
during 1970-73 to 1980-83 compared with 
a negative growth rale of4 92 percent during 
1962-65 to 1970-73 pnmarily because of 
large fluctuations in growth of output. On 
the other hand the ca.stem states of Assam, 
Bihar amt West Bengal either stagnated or 
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recorded a decline in labour productivity, 
primarily because of relative stagnation in 
their agricultural output during 1970-73 to 
1980-83. Because of low growth, the level 
of labour productivity in most of the states 
in the southern region also remained almost 
stagnant. 

The 1980s mark a significant departure in 
India in the matter of growth of agricultural 
output which .iccelerated to 3.40 per cent 
during 1980-H.< to 1992-95 compared with 
2.38 per cent during the earlier period of 
1970-73 to 1980-83. Another significant 
departure from the earlier period was that 
during 1980-83 to 1992-95. the output growth 
was widely spread over almost all the states 
of India. 

During 1980-83 to 1992-95. unlike during 
the earlier period (1970-73 to 1980-83). 
acceleration in growth rate of output was 
associated with a visible acceleration in the 
growth rate of MAWs. At the all-lndiu level, 
growth rate of male workers accelerated from 
1.40 per cent per annum during the 1970s 
to 1.55 percent during 1980-83 to 1990-93. 
Except tor Karnataka, Andhra Pradesh. 
Gujarat and Harayana, all other states 
recorded a visible increase in MAWs during 
this period. The highest growth rate of 2.17 
per cent per annum was recorded by West 
Bengal and Bihar in the central region. 

Despite a visible acceleration in growth 
latc of MAWs in most of the states, because 
of exceptionally gmid performance in the 
matter of growth of output, the 1980s mark 
a significant improvement in the matter of 
growth of per MAW productivity. At the all- 
India level the growth rale of MAW 
productivity nearly doubled having risen to 
1.82 per cent during the I98()s (1980-83 to 
1994-95) compared with 0.97 percent during 
the 1970s (1970-73 to 1980-83). Again except 
for Jammu and Kashmir. Orissa and Bihar, 
all the states recorded positive growth rates 
in their MAW productivity. 

In the north-western region, as compared 
with the 1970-73 to 1980-83 period, during 
1980-83 to 1992-95, while Punjab iccordcd 
a slight deceleration, Haryana recorded a 
significant acceleiation in the growth rate of 
MAW productivity. In the eastern region. 
West Bengal recorded an exceptionally high 
annual growth rate of 3.15 per cent in MAW 
productivity during 198()-83 to 1992-95 
where an unprecedented output growth rate 
of 5.39 per cent per annum was associated 
with agrowth rate of 2.17 percent in MAWs. 
Except fur Gujarat, high to very high growth 
rates in MAW productivity were also 
recorded by all the other stales in the central 
region. And finally, in the south also except 
for Kerala, all the other .states registered high 
to very high growth rates m their MAW 
productivity. 

Table 13 which gives the frequency 
distribution of the states according to their 
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growth rateof MA W productivity along with 
their share of total MAWs brings out the 
performance of various states since 1962-65 
to 1992-95. The table clearly brings out that 
the period 1980-83 to 1992-95 had an 
unprecedented and widespread growth in 
MAW productivity. 

During the first period 1962-65 to 1973-75, 
there were only five states that recorded a 
growth rate exceeding 1.5 per cent per annum 
in their MAW productivity. Thc.se states 
accounted for only 10.92 per cent of the total 
male workers in the initial period. During 
1970-73 to 1980-83, the number of states 
where growth rate in MAW productivity 
exceeded 1.5 per cent per annum remained 
five, but these states accounted for 24.05 
per ceni of the total maleagricultural workers 
in India. During the period 1980-83 to 
1990-95, as many as nine states rccordoil 
giowth rales exceeding 1.5 percent per annum 
111 their MAW productivity and these 
accounted for as many 53.70 per ccni o( tol.il 
male agricultural workers in the couiitiy. 
Among these, 7 stales accounting lor 37.34 
per cent ol total MAWs in India recorded 
growth rale in MAW piodiic'iMt) that ex¬ 
ceeded 2 per cctil per aniunii. Thc.se states 
were: Tamil Nadu, West Bcng.il. Kaiasthaii, 
Haiyana, Madhya Pradesh K.iin.iiaka .aid 


Punjab. On the other hand, the number of 
states with negative growth in MAW 
productivity declined from six during 
1970-73 to 1980-83 to only three during 
1980-83 to 1992-95 period and their .shaie 
of total male agricultural workers declined 
for 41.95 per cent during 1970-73 to only* 
17.59 per cent during the latest penod. The 
fact that a largo number of agricultural 
workers spread over all the regions in India 
recorded a fairly high growth rate in their 
productivity during 1980-83 to 1992-95 
signifies a major development. 

To sum up, the results on MAW pro¬ 
ductivity bring out the dimension of change 
that look place as a result of accelerated 
growth ol agriculture during 1980-83 to 
1992-95. All important inference is that the 
benefits of green revolution remain no 
more confined to the north-westeni region, 
these have percolated far and wide to both 
densely populated ea.sicrn and .southern 
stales and also to the sparsely populated and 
rainfed states in central Intlia. This change 
notwithstanding, inter-state variations in 
MAW prodtictivitv have tended to increase' 
over lime alter the advent ol green levolti- 
lion TTiiis. the coellieicni ol variation of 
MAW productivity incrc.ise from 43.36 
percent in 1962-65 to 46 9 J per cent in 
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Stale Oiowlh Rale of Agriculltiral Growth Rate of Male Aericulluinl 




Oninul 



Woikers 



(A) 

(H) 

(C) 

(D) 

lA) 

ih)"' 

to ' 

(D) 

Haryana 

4.6S 

3 02 

4 74 

“4 14 ““ 

^1 82' 

1 97 

1 70 

1 82 

Ihinachal Pradesli 

3 33 

0 <)6 

2 20 

2 08 

1 06 

0.81 

0 90 

0.34 

Janniui and Kashmir 

5 37 

3 47 

0.33 

2 70 

0.74 

1 25 

1 25 

1 1 1 

Puniah 

6 63 

4 74 

3 87 

4 89 

2 97 

1 42 

1 59 

1.90 

Ullar Pradesh 

2.5! 

2 77 

283 

2.73 

1 39 

1 54 

1 69 

1 56 

Noilh-we.sl region 

.3 60 

321 

.3.29 

t.35 

1 48 

1.53 

1 65 

1 56 

Assam 

1.85 

2 80 

2 15 

2 29 

1 36 

1 41 

1 41 

1 .91 

Bihar 

1.12 

0 11 

2.08 

0 99 

2 36 

1.26 

2 17 

1 92 

Orissa 

0 99 

2 65 

1 15 

1 60 

1 73 

1 17 

1 23 

1 .3.) 

West Bengal 

2.37 

0 68 

5 39 

2 99 

2 20 

1 42 

2 17 

1.93 

Ea.stern region 

1 57 

1 ()<) 

3 01 

1 98 

2 It) 

1 30 

1 9.3 

1 76 

Gtijaral 

1 78 

3 12 

I 96 

2.30 

2 29 

1..56 

1 24 

1 (>3 

Madhya Pradesh 

1 97 

1 28 

471 

2 83 

1 79 

1 65 

1 80 

1 75 

Maharashtra 

-3 64 

6 57 

2 87 

2 29 

1 34 

1 26 

1 3.3 

1 31 

Kajoslhaii 

4 29 

1 26 

5 02 

3 56 

1 4.3 

1.55 

1 92 

I 67 

Central region 

0.7.3 

3 13 

3 62 

2 68 

1 66 

I..50 

1 60 

1..58 

Andhra Pradesh 

0.9 1 

361 

.3.08 

2.68 

1 61 

1.63 

1.48 

1 57 

Kurnaiaka 

2.64 

2.32 

3 92 

3.04 

1 41 

. 1.68 

1 25 

1 44 

Kerala 

4 09 

•0 91 

2 24 

1.66 

4.02 

-0 86 

1 59 

1.40 

Tamil Nadu 

2.76 

0.57 

4..59 

2.36 

1 79 

0 96 

1 It) 

1.24 

Soulhern region 

2.40 

1 36 

.3 58 

2.52 

1 8.3 

1.22 

1 32 

1.42 

All India 

2.08 

2 38 

3 40 

271 

1.81 

1.40 

1 55 

1..57 


Notes-. (A) 1970-7.1 over 1962-65, (B) 1980-8.3 over 1970-73; tC) 1992-95 over 1980-83. and (D) 
1992-95 over 1962-65. 

Sourre-. Same as T able 9 


Tablc 13: r-Kt-onrNCY DivikiiiI'Iiun oi Disikiits AcfOROiNr. lo Tiierl CiRowiii Rate 
Ol MW pRoiH'crivnY 


Griiwlh Rale ol 

Male Worker 
Productivity 

1962-6.5/1970-73 

1980-8.3/1970-73 

1992-9.5/1980-8.3 

No of 
Stales 

Percentage 
Share in MW 

No of 
Slates 

Percentage 
Share in MW 

No of 
Slates 

Perccniagc 
Share in MW 

Less than 0 

5 

.37..36 

6 

41.95 

3 

I7.,59 

0.0-1.0 

5 

26.80 

2 

5.99 

3 

8.99 

I 0-1.5 

2 

24.92 

4 

28.01 

2 

19.72 

Mure than 1.5 

5 

10.92 

5 

24.05 

9 

.5.3.70 
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1970-73. It further increased to 51.94 
per cent in 1980-83, and 56.47 per cent in 
1992-95. 

VIII 

Conclusions and Policy Suggestions 

The introduction of yield raising new seed- 
fertiliser technology in agriculture during 
the mid-1960s has led to a marked increase 
in the growth rate of agricultural output and 
has been instrumental in the transformation 
of traditional household agriculture into 
modern, commercial agriculture in some of 
the agriculturally developed states. The 
differential adoption of the new seed fei tiliscr 
technology in the various parts of India has 
resulted in significant changes in the regional 
patterns of levels and growth of agricultural 
output. During the first 20 years, that is from 
1962-65 to 1980-83. the impact of the new 
technology in transforming traditional agri¬ 
culture was by and large confined to the 
north-western and southern states. Further, 
the magnitude of the change from 1962-65 
to 1980-83, although significant, was not 
able to make a visible dent on structural 
rigidities with respect to: (a) the growth rate 
of output; (b) crop diversification; and 
(c) labour force diversification. 

The period 1980-82 to 1992-95 marks a 
major departure Irom the earlier trend both 
in the matter ot growth rates of output and 
in terms of changes in the cropping paitcm. 
The growth rate of the value of output not 
only accelerated during this period, it also 
spread to many .states which had hitherto 
been Icli out. A most interesting development 
was the extension ot the gieen revolution to 
the eastern region and the revival of growth 
in the southern region. In the central region, 
two major states. Rajasthan and Madhya 
Pradc sh. recorded vei y high growth. Despite 
a slight slow-down, the north-western region 
continued lo grow at a respectable rate. 

Another important development during this 
period was that there was a distinct change 
in cropping pattern away from coarse cereals 
towardsoilseeds and Other commercial crops. 
This shift was particularly strong in the central 
region but was also evident though to a lesser 
extent in the southern region. However, agri¬ 
cultural growth and crop diversification was 
not accompanied by any significant change 
in labourforcc diversification. Although there 
was a visible decline in cmplo' ment elasticity 
in agriculture, alarge proportion of the labour 
force continues to depend on agriculture. 
This notwithstanding during 1980-83 to 
1992-95, a major development was that more 
than half of the total male agricultural workers 
spread over most of the states in India, 
recorded a significant increase in produc¬ 
tivity. This is likely to lead to much higher 
wage levels and incomes in large parts of 
India. This, in turn has the potential of trig¬ 
gering a process of rapid growth in non- 


agriculturai sectors through input, output 
and consumption linkages. 

A few policy suggestions follow from this 
analysis of regional patterns of levels and 
growth of agricultural output during 1962-65 
to 1992-95. in general and during 1982-83 
to 1992-95, in particular. 

Acvelerating Growlli: The period from 
1980-83 to 1992-95 witnessed a much higher 
rate of growth of 3.40 percent in agricultural 
output of and much more diversified regional 
pattern than experienced so far. Much of this 
growth was made possible by the turn around 
experienced by the eastern and southern 
states along with a continuation of high 
growth by the norih-wcstcm region and a 
very gtMxl perfoiinancc by two of the four 
states in the cential region. However, many 
policy initialive.s will be needed if this 
growth rale is to lie sustained and more so 
it it IS to be accelerated to 4 to 5 per cent 
|)er annum. 

'fhe north-wesicrn region has been the 
mainstay fur the piuvision of tcKid surpluses 
so far. Becuu.se ot n highly developed infra¬ 
structure in irrigaiion. research and market¬ 
ing, this region has come to acquire adistinct 
comparative advantage in toodgrains 
production. For quite sometime, this region 
would continue in he the food basket of 
India, although wiih other region.s coming 
up, considerable fiMid .surpluses are also likely 
to emerge from new areas. Much of the 
recent spurt in rice exports was also made 
possible because ot the surpluses emerging 
in this region. Although its growth of total 
crop output as well as food grains output has 
slightly dcccicrnicd in recent period, still 
according to agniultural scientists, the gap 
between actual and potential is quite large 
and therefore there is scope and need for 
making a concerted effort to narrow the gap 
and to further deepen the green revolution 
in this aica. In p<irticular, there is considerable 
.scope for increasing productivity in eastern 
Uttar Pradesh. Moicovcr.bccauscol ahighly 
developed infrastructure, this region is also 
aptly suited to go in fur a substantial diversi¬ 
fication towards high value crops. This needs 
to be encouraged through the creation of an 
appropriate instituiional framework. 

A notable development during the 1980s 
was a significant acceleration m the growth 
rate of crop output in the eastern region. The 
availability of assured irrigation continues 
to be the essential precondition for the adop- 
tionof new seed-fertiliser technology in most 
of the crops. The rapid agricultural growth 
experienced by the eastern region in general 
and West Bengal in particular, was made 
possible because of notable increases in tirca 
under irrigation brought about thiough 
substantial private investment undertaken in 
pumpsets and tube wells. To be able to sustain 
this level of private investment, comple¬ 
mentary investment by the. public .sector in 


infrastructure is essential. Although the ex¬ 
ploitation of underground water is much 
easier and less costly in mo.st of the Gangetic 
plains in the eastern region, the entire growth 
in irrigation cannot depend on private in¬ 
vestment. This is because in the flood plains, 
large-scale public investment is needed for 
flotxl control with a view to ensuring rapid 
movement of water through bunding and 
deep drain channels during the rainy season. 
Simultaneously, large investment is also 
required in water management and rural 
electrification for exploiting underground 
water during the dry season, since irrigation 
through diesel driven pumpsets tends to 
become much more costly compared with 
tube wells run through electric power even 
when full costs of provision of electricity are 
recovered through appropriate rates. It is a 
.serious matter that public investment in 
irrigation and other infrastructure has de¬ 
celerated. 1'his trend must be reversed. 

An equally serious matter is that some 
states like Bihar and Orissa m the eastern 
region arc .still lagging in terms of growth. 
Special attention will have to be given to 
develop these states. Some ol the .states like 
Bihar suffer from outdated lemirial relations. 
Hence, land reforms should receive high 
priority. One of the related major problems 
in the whole of the eastern region is that of 
fragmentation qf holdings. 1'hcre is a need 
to undertake tenurial reforms in a big way 
and simultaneously to bring about con¬ 
solidation of holdings. 

In addition to irrigation, other important 
inputs are H YV seeds, feniliser, credit along 
with knowledge of scientific and cultural 
practices. An analysis of input use in various 
regions of India including the ca.siem region 
shows that both high levels and growth of 
yield and output were brought about through 
increa.sed u.sc of fertilisers and increased 
investment in minor irrigation. lncrca.sed 
availahilily of institutional credii and other 
capital inputs would encourage further pri¬ 
vate investment. A major problem in the 
lagging castcin states of Bihar and Orissa 
is that the level of input use including that 
of fertiliser and credit is extremely low and 
the input deli very system is very weak. There 
IS a need to remedy the situation. In particular, 
development of institutional credit must 
receive high priority. 

Another problem facing the.se states is 
lack of R and D and lack of appropriate 
extension .services. Measures have to be 
devised whereby the farmers are acquain¬ 
ted with modern production technology 
through adequately trained personnel and 
provided facilities for soil testing and 
appropriate advice on up-grgdation of pro¬ 
duction technology There is also a need to 
keep on djsvcioping better varieties of seeds 
more suitable to the Gangetic deltaic plains. 
The potentiality of using hybrid paddy 


Economic and Political Weekly March 29, 1997 


A-15 



seeds in the eastern region needs to be fully 
investigated and exploited. In short, both 
^ and D, and extension must receive high 
priority. 

Finally, high growth in crop output in the 
new emerging states in east India has to be 
.sustained through continuation of policy of 
minimum support prices. To be effective, 
there is a need to develop better roads, 
communications and market infrastructure 
and a commitment by the FCI to procure all 
the grain that comes to the market. In 
particular FCI has to be asked to be specially 
active in the new emerging .surplus areas. 
Without the cultivator being given the 
assurance of remunerative price, it would not 
be possible to sustain the output s)f growth 
in the eastern region. 

The eastern region ought to receive the 
highest priority i n plan investment for several 
reasons. Firstly, the capital-output ratio in 
this region is low because of heavy rainfall 
*and availability of water at low depths. 
Secondly, for various reasons the eastern 
region had a much lower level of plan 
investment compared with other regions of 
India and the gap in infrastructural deve¬ 
lopment ought to be bridged over time. 
Finally, the pay off of agricultural develop¬ 
ment is very high in this region since it is 
characterised by .heavy population pressure. 
An increase in agricultural pnxluctivity and 
incomes in this region will trigger the pro(.e.ss 
of rapid growth in other sectors also and tend 
to considerably reduce rural poverty. 

The ramfed central regibn is characteii.scd 
by the problem of year to ycat tlucluation.''. 
in agricuitunil output. Much of the fliictun- 
lions arise because of vagnnc.s of monsinm 
and uKsence of assured irrigation. The lack 
of availability of assured irrig.-ition and the 
non-devciopincnl of appropriate technology 
for dry land and drought prone areas arc the 
main problems faced by this region. The 
available technology is very costly and 
requires large investments. In this region, the 
only feasible solution for increasing irrigation 
is large river valley projects. For areas outside 
the command, the alternative is preserving 
water in soil through bunding of small streams 
and micro-watershed schemes which can be 
extremely costly. While recognising the 
important role played by the environmen¬ 
talists in highlighting many contemporary 
i.ssues about sustainable development, U is 
indeed ironic (hat large river valley projects 
like Narmada and Indira Gandhi canal which 
have a major potential fur a big ^piirt in 
irrigation in this region, are being opposed 
tooth and nail by them. 

During the period 1980-83 to 1992-95, the 
central region as a whole enjoyed a good 
performance in agriculture. Besides good 
rainfall, the main contribution in this was 
• made by Rajasthan and Madhya Pradesh by 
successfufly shifting large areas from low 


yield and low priced coarse cereals to high 
value oilseeds. This became possible both 
because oilseeds registered a very high rate 
of growth inyield of 2.S4 percent per annum 
during this peritxl and also because the relative 
prices of oilseeds vis-a-vis the main com¬ 
peting crops were kept relatively high with 
a view to encouraging their prc^uction. In. 
view of the GATT agreement, keeping prices 
much higher than harder prices over a long 
period in future may not sustainable. On 
the other hand, the prospentyofiarge numbers 
of poor peasants in this region depends on 
oilseeds production like soyabeans and 
rapesecd and mustard. Tliercforc, there is a 
need for the government to take a considered 
view about this matter before border trade 
IS fully liberalised. A two fold strategy of 
maintaining a wedge between domestic and 
border prices through appropriate tariffs, on 
the one hand and improving yield levels of 
lliesc oilseeds through technology improve¬ 
ment and introduction of new crops like 
palm, on the other, may be desirable. 

That the southern region had a turn around 
during the 1980-83 to 1992-9.5 period is 
brought by the fact that ail the states in the 
south except Kciala. had an accclcrtuion in 
growth. Specially creditable was the 
pciiormance ol Tamil Nadu which had 
witncs.scd deceleration in its agricultural 
growth catlier. The main prohictiis facing 
these states is that of non-rcsolulion of river 
water disputes. This has m.tde it difficult for 
many states to reap the tull hcticlil of the 
new technology. All out elforl.s should be 
made to resolve these conflicts and make 
water available to cultivators in various 
regions on an assured basis. Only that would 
enable them to undertake investment in 
agriculture. 

Finally, in all the regions, there is a need 
to give very high priority to investment in 
R and D and extension. Investment in new 
technology has assumed an added i mportance 
in the prc.sent day context of economic 
liberalisation. So far. the mam R and D 
efforts have been concentrated in the area 
of wheat arid rice. This has no doubt made 
a major contribution in improving the food 
security of the country. This has also made 
crop dis'crsification possible. The develop¬ 
ment of hybrid ncc is another area that has 
great potential. However, the time has come 
when technological efforts should also spread 
to newer ureas, in particular research should 
be focust J on high value crops like fruiLs 
and flowers, and allied activities like fishery 
and animal husbandry. 

Area growth: Notwithstanding the fact 
that the contribution of area to the growth 
of output has considerably diminished 
recently, nevertheless, the expansion of gross 
cropped area through double cropping docs 
play a notable role in augmenting production. 
In some states, the contribution by area growth 


is quite considerable. The most important 
factors that promote growth in area are 
increase in irrigation and the development 
of short duration crops that help to increase 
the intensity of cultivation. Both these 
aspects need to be given a careful con¬ 
sideration. y 

Cropping pattern changes: For a large 
country like India, food security continues 
to be a paramount importance. A pre¬ 
condition forcropdiversillcation is, therefore, 
to accelerate the growth of foodgrains through 
increasing the productivity of wheat, rice 
and other foodgrains. India witnessed one 
of the most impoitant changes in thecropping 
pattern during 1980-83 to 1992-95. Despite 
deccicraliun m area expansion, this became 
possible because there was a perceptible 
growth in the yield of foodgrains. The con- 
.sequent emergence of surpluses in some 
regions and availability of foodgrains at 
reasonable prices made it possible for the 
farmers in the central and the southern regions 
to diversify from low productivity coarse 
cereals to high value oilseeds. A further 
facilitating factor was that the productivity’ 
of foodgrains rose at a rate of 3.19 per cent 
per annum. Not only that, because of rapid 
increase in yield at a rate of 3.19 per cent, 
coarse ccrcals registered a growth rate of 
output of 0.19 per cent although the a ea 
under coarse cereals declined at a rate of 1 84 
per cent per annum. The cropping pattern 
changes were a positive development since 
low yield and low value coarse cereals were 
replaced by high value oilseeds as well as 
ncc and wheat, without adversely affecting 
toodgrains output. 

Given adequate supply of fixidgrains. a 
more important divcrsitlcation that needs 
encouragement is the one from low value 
crops to high value crops like fruits, 
vegetables, flowers, and other horticultural ^ 
crops. This, in turn, would depend on the 
generation of adequate surpluses through 
higher investment in rural infrastructure and 
in .scientific research including the broadening 
of rc.scarch efforts from wheal and rice to 
include newer crops and allied agricultural 
activities. 

It is iinpuriant to make use of the infor¬ 
mation collected about the nature of crops 
where indi vidual regions have a comparative 
advantage through the agro-economic 
regional planning (AGCRP) exercise. The 
findings of AGCRP should also be used to 
identify the specific constraints faced by 
these regions and appropnate steps (aken to 
overcome the same. 

Labour productivity in agriculture: An 
important development during 1980-83 to 
1992-95 was a perceptible rise in labour 
productivity in almost all the regions of India. 
To incrca.se labour productivity further, the 
growth rales of agricultural output would f 
have to accelerate and attempts would have 
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Ai>pendix t 

Pe* Cemt Shake of DtFFERENT Crops in Grossed Cropped Area in Various States and Keoions diirino Triennums Enuinu 1962-65 

l97(>-73. 1980-83 and 1992-95 


State/Period 

Rice 

Wheat Coarse 
Cereals 

Pulses 

Food- 

grain 

Non¬ 

food 

Crains 

Nine Ground Rape- 
Oil- Nut seed and 
seeds Mustard 

Sun¬ 

flower 

Soya¬ 

bean 

Fibre 

Juie 

Coltnn 

Sugar Remai- 
Cane ning 
Crops 

Haryana 

1960 

4.08 

16.71 

29.64 

35.01 

85.44 

14.56 

5.28 

0.14 

5.08 

0.00 

0.00 

3.82 

OtX) 

3.77 

3.12 

2.35 

1970 

6.16 

25.88 

28.49 

24.71 

85.24 

14.76 

3.90 

0.19 

3.64 

0.00 

0.00 

5 09 

0.00 

5.02 

2.93 

2.84 

1980 

9 65 

31.35 

22.56 

16.24 

79.80 

20.20 

4 61 

0.14 

4.40 

0.00 

O.tX) 

6.89 

OtX) 

6.85 

2.69 

6.01 

1990 

13.15 

36.16 

14.18 

8.34 

71.83 

28.17 

12 44 

0.04 

11.19 

1.13 

0.00 

10 08 

O.tX) 

10 06 

2..55 

3.11 

Himachal Pradesh 

1960 

12.18 

37.09 

38.93 

5.67 

93.87 

6.13 

3 48 

0.00 

1.77 

0.00 

().(X) 

0.13 

OtX) 

0 13 

0.39 

2.13 

1970 

11.47 

36.55 

.38 48 

8.01 

94.51 

5.49 

2 44 

0.22 

0..50 

0.00 

0.00 

0.08 

0.00 

()IX> 

0.37 

2.59 

1980 

10.69 

39.32 

.39.11 

5.78 

94.90 

5.10 

2 26 

0.16 

0.68 

0.00 

0.00 

0.08 

0.00 

0.06 

0 34 

2.42 

1990 9.26 

Jammu and Kashmir 

41.84 

40.05 

4.26 

95 41 

4.59 

2 40 

0.05 

1 02 

0.00 

009 

0.03 

000 

0 01 

0 25 

1 92 

I960 

27.92 

22.06 

38.17 

6.14 

94.29 

5.71 

4 76 

0.00 

2.41 

0 00 

0.00 

0.36 

0 00 

0 21 

0.27 

0.32 

1970 

26 94 

22.38 

39.67 

5.80 

94.79 

5.21 

4 54 

0.00 

2.88 

0 .(K) 

O.tX) 

0.17 

0.00 

0.07 

0.22 

0.28 

1980 

29.71 

22 58 

35.53 

5.63 

9346 

6..54 

5 98 

0.01 

4.88 

0 (H) 

0.00 

0.15 

0.00 

0 06 

0.09 

0.33 

1990 

28.25 

25 46 

,34.24 

3.64 

91.60 

8.40 

7 82 

().(»7 

6.31 

0 .(K) 

0.00 

0 07 

0.00 

001 

0.03 

0.48 

Punjab 

1960 

6 4.1 

37 52 

13.86 

7.0..50 

78.31 

21.69 

5 26 

2.65 

2.20 

().(K) 

0.00 

12.20 

OtX) 

11.97 

2.82 

1 41 

1970 

8.88 

47.54 

1.5.68 

7.96 

80.07 

19.93 

6 52 

3.43 

2.72 

().(X) 

O.tX) 

9 39 

0.00 

9.31 

2.25 

1.77 

1980 

20.78 

■48.42 

7.90 

4.78 

81.88 

18.12 

3.57 

1.40 

1.87 

(>.(X) 

0.00 

11 17 

0.00 

11.34 

1.-55 

1.63 

1990 

31 25 

48 71 

3.59 

1.51 

85.07 

14.93 

2 83 

0.16 

111 

1.25 

0.00 

9.54 

t).(X) 

9.53 

1.47 

1 09 

Uttar Pradesh 

I960 

18 48 

16.85 

22 6.3 

19.65 

77 61 

22..39 

1.5 29 

1.35 

7 73 

0.(K) 

0.00 

0 72 

0 08 

0.34 

5.48 

0.89 

1970 

18.26 

24.18 

21.17 

14 38 

77.99 

22.01 

15 24 

1.32 

8 48 

0 .(X) 

0.04 

0.47 

0 05 

1)21 

5.25 

1.05 

1980 

20.26 

31.12 

15.32 

II 43 

78.12 

21.88 

1198 

0.96 

8.12 

0 02 

0.56 

0.31 

t) 03 

0.14 

6.17 

1.41 

1990 

North-Western Rep 

22 

ion 

36 53 

12.45 

11.92 

83.26 

16.74 

7 14 

0.53 

5.01 

0 12 

0.12 

0 12 

O.tX) 

0 05 

7.63 

1.85 

I960 

1 f. 30 

19 98 

2.3.20 

20 99 

79.47 

20 53 

12 28 

1.29 

645 

0.00 

t) 00 

2.49 

0.06 

2 18 

4.61 

1.15 

1970 

15.47 

27 84 

22.19 

14.47 

79 98 

20.02 

I2 0() 

1.40 

6.76 

0.(X) 

0.02 

2.26 

0.03 

2.05 

431 

1.40 

1980 

18 95 

33 83 

16.13 

10.76 

79.68 

20.32 

10 68 

0.88 

6.41 

0 02 

0.37 

2.89 

0.02 

2.75 

4 72 

2.04 

1990 

Assam 

22.49 

38.47 

12.33 

9.70 

82 48 

17.52 

7 02 

0 37 

5.12 

0 46 

(1.08 

3.16 

0.00 

3.12 

5.47 

1.86 

I960 

72.48 

0 15 

1.04 

3.11 

76 78 

23.22 

5 13 

0.00 

4.84 

0 .(K) 

O.tX) 

6.10 

3 11 

0 62 

l.ll 

10.67 

1970 

71 72 

206 

0.67 

3.22 

77 66 

22.34 

5.62 

0.00 

5.14 

0 .(K) 

0.00 

5.31 

4 85 

0.17 

1.20 

10.21 

1980 

68 53 

3.11 

0.87 

3.58 

76.08 

23.92 

7 69 

0.00 

7 07 

0.00 

0 00 

3 89 

3 40 

0 12 

1.47 

10.87 

1990 

69 21 

2.09 

0.77 

306 

75 1.1 

7,4.87 

8 66 

0.00 

7 97 

0.(X) 

O.tX) 

2.70 

2.47 

0 05 

1.04 

12.47 

Bihar 

I960 

49 37 

6 34 

14.96 

21.01 

91 67 

8.33 

2 79 

0.01 

0.89 

0.00 

0 00 

2 44 

1 78 

0 02 

1 46 

1.63 

1970 

47 88 

16 23 

13 97 

I4..50 

92.59 

7.41 

2 10 

0.04 

0.77 

0.00 

0 00 

1.65 

1 26 

0 02 

I..36 

2.10 

1980 

50 40 

16.77 

12.43 

12.70 

92.30 

7.70 

2 19 

0.06 

0.81 

0 01 

0.00 

1 75 

1.36 

OtX) 

1.19 

2.37 

1990 

49 91 

21.51 

971 

10.91 

92 04 

7 96 

2 43 

0.05 

1 12 

004 

O.tX) 

1.67 

1..37 

O.tX) 

1.42 

244 

Oris.sa 

I960 

73 54 

0.22 

2 52 

1.5.56 

91 84 

8.16 

4 46 

0.91 

0 98 

0(X) 

000 

1.30 

0 85 

0 06 

0.63 

1.77 

1970 

70 13 

0 44 

6.60 

1361 

90 78 

9.22 

5 45 

1.29 

0 93 

().(XI 

O.tX) 

1.26 

071 

0 01 

0.47 

2.04 

1980 

52.80 

0 84 

952 

21 85 

85.02 

14 98 

10 13 

2.73 

1.91 

0 01 

O.tX) 

1.27 

0.58 

0.06 

0 64 

2.94 

1990 

61.53 

0 19 

4.60 

18.01 

84 33 

15.67 

9.96 

2.58 

1.35 

0 07 

001 

1.04 

0.16 

0.07 

0.33 

4..34 

West Bengal 

I960 

70.95 

0.75 

1.81 

11.88 

85.38 

14.62 

2.26 

0.00 

1 49 

0.00 

0 00 

8.89 

6 95 

O.tX) 

0.55 

2.92 

1970 

71.64 

5 49 

1.93 

8.62 

87 68 

12.32 

2 29 

0.00 

1.48 

O.tX) 

0.00 

6 80 

5.89 

0.04 

0.50 

2 72 

1980 

71.96 

3 60 

I..57 

6 23 

83 37 

16.63 

4 79 

0.03 

2.20 

0 03 

0.01 

7.81 

7 34 

0.00 

0.32 

3.72 

1990 

72.75 

3 48 

1.00 

3.42 

80 65 

19.35 

6 86 

0.25 

4.99 

0.(X) 

0.01 

6.65 

6 49 

0.00 

0.18 

566 

Eastern Region 

1960 

62.7! 

2 90 

7.37 

15.63 

88.62 

• 11.38 

1..30 

0.22 

1 46 

UtX) 

000 

4.16 

3.20 

0.09 

1.01 

291 

1970 

61 84 

8 19 

771 

11.60 

89.34 

10.66 

.140 

0.33 

1.44 

0(X) 

0.00 

3.27 

2 70 

0.04 

0.91 

3.09 

1980 

58.54 

7.51 

7.58 

12,55 

86.17 

13.83 

5 74 

0.78 

2.19 

0.01 

0 00 

3 37 

2 87 

0.03 

0.86 

3,86 

1990 

61 83 

8.41 

4 78 

9 64 

84.66 

I5..34 

6 43 

0.76 

3.15 

0.03 

O.oo 

3.04 

2 68 

0 03 

0 74 

5 13 

Oujanil 

I960 

5 96 

4 56 

.36.21 

5.52 

.52.25 

47.75 

2.5 41 

23.02 

0.39 

0(X) 

0.00 

19.01 

OtX) 

19.00 

0.29 

3.04 

1970 

5 16 

5 75 

38.66 

4.65 

.54.22 

45.78 

22.24 

19.92 

0.43 

0 00 

0.01 

19 72 

O.tX) 

19.70 

0.42 

3.40 

1980 

.*■ 31 

7.33 

31.16 

7.11 

.50.90 

49.10 

28 18 

23 .34 

1 72 

o(X) 

0 12 

16.83 

O.tX) 

16.80 

0.93 

3.17 

1990 

691 

5 88 

24.33 

10.54 

47.66 

52.34 

34 37 

22.93 

4.61 

0 00 

0.23 

13 31 

0.00 

1331 

1.47 

3.20 

Madhya Pradesh 

I960 

2.3 0f> 

17 55 

23..34 

20.63 

84 58 

15.42 

10.08 

2.51 

0 87 

0.00 

O.tX) 

4 47 

0.00 

4 23 

0.32 

0..54 

1970 

22.68 

1740 

23.87 

21.75 

85.70 

I4..30 

9 75 

2.34 

1.10 

0.(X) 

0.05 

1.70 

0.00 

3.50 

0.28 

0.57 

1980 

23.35 

16 45 

23.14 

23.22 

86.17 

13.83 

9 94 

1..52 

1.29 

0.00 

2 16 

3 01 

O.tX) 

2.87 

0.21 

0.68 

1990 

22.58 

16.54 

15 72 

20.59 

75.43 

24.57 

21 10 

1.19 

2 82 

0.10 

13.27 

2.28 

0.00 

2.21 

0.20 

0 99 

Maharashtra 

I960 

7.53 

4 97 

45.94 

13.11 

71..55 

28.4.S 

10.37 

6.27 

0.02 

0(X) 

0.00 

1.5.88 

0.00 

15.45 

0.78 

1.43 

1970 

8.02 

5.21 

45.66 

12.91 

71.80 

28.20 

9.70 

4.98 

0.03 

0 00 

0.08 

15.95 

0.00 

15.59 

I.IO 

1.45 

1980 

7.79 

5.58 

44.97 

14.06 

72.40 

27.60 

10.40 

4.10 

0.02 

0 69 

0.00 

14.29 

0.00 

13.88 

1.52 

1.39 

1990 

7.97 

3.52 

42 06 

16.73 

70.28 

29.72 

1.3.12 

3.51 

0.04 

2.42 

1.95 

13.34 

0.00 

13.12 

2.05 

1.20 

Rajasthan 

I960 

0.81 

8..55 

48.98 

23.33 

81.66 

I8..34 

8.21 

1.37 

200 

0.00 

O.tX) 

1.81 

O.tX) 

1.66 

0.25 

8.06 

1970 

0.85 

9.60 

49.17 

22.88 

82.50 

17..50 

7.56 

I..55 

2 04 

0.00 

0.00 

2.06 

000 

1.97 

0.22 

7.66 

1980 

0.87 

11.13 

44.23 

21.36 

77.49 

22.51 

7.57 

1.14 

3..30 

0(X) 

0.05 

2.37 

000 

2.30 

0.21 

12..35 

1990 

0.79 

11.26 

36.67 

17.88 

66.'!9 

.33.41 

1961 

1.45 

13.29 

0.03 

1 46 

2 77 

0.00 

2.74 

0.14 

10.89 


(Conid) 
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Appendix I (Coiud) 


Slate/Period 

Rice 

Wheat Coarse 
Cereals 

Pulses 

Food- 

grain 

Non¬ 

food 

Grains 

Nine Ground Rape- 
Oil- Nut seed and 
seeds Mustard 

.Sun¬ 

flower 

Soya¬ 

bean 

Fibre 

Jute Cotton 

Sugar Remai- 
Cane ning 
Crops 

Central Region 

I960 

10.55 

9.66 

38.14 

16.68 

75.03 

24.97 

12.06 

6..50 

0.81 

0.00 

0.00 

9.52 

0.00 

9.27 

0.44 

2.95’ 

1970 

10.60 

10.40 

38..37 

17.12 

76.49 

23.51 

11.01 

5.43 

0.94 

0.00 

0.04 

8.98 

0.00 

8.79 

0.51 

3.01 

1980 

10.65 

1066 

35.94 

17.80 

75.05 

24.95 

12 02 

5.22 

1.48 

0.20 

0.71 

8.09 

0.00 

7.90 

0.69 

4.15 

1990 

10.83 

10.16 

29.70 

17.54 

68.23 

31.77 

20.10 

461 

4.98 

0.73 

5.37 

6.91 

0.00 

6.82 

0 87 

3.90 

Andhra Pradesh 

I960 

27.96 

0.15 

38 42 

11.48 

78.01 

21.99 

12.87 

7.90 

0.02 

0.00 

0.00 

3.99 

000 

3.17 

0.98 

4.15 

1970 

25.69 

0 16 

36.00 

11.20 

73.05 

26.95 

17.36 

11.96 

0.01 

0.19 

0.00 

3.37 

0.00 

2 57 

1.01 

5.21 

1980 

30.22 

0.14 

30.89 

11.84 

73.09 

26.91 

15.94 

11.64 

0 01 

0 06 

0.00 

4.45 

0.00 

.3.65 

1 32 

5.20 

1990 

.30.62 

0.08 

14.90 

13.24 

58.85 

41.15 

26.86 

19.90 

0.04 

2.71 

0.02 

6.84 

0.00 

6.19 

1..52 

5.94 

Karnataka 

I960 

10.48 

2.92 

47.85 

11.77 

73.03 

26.97 

11.68 

8.71 

0.05 

0.00 

0.00 

10.31 

0.00 

10.02 

0.75 

4.23 

1970 

11.46 

3.31 

43.77 

12.35 

70.88 

29.12 

12.35 

8 85 

0,04 

0.16 

0.00 

10.50 

0.00 

10.31 

1.07 

5.19 

1980 

10 94 

3 18 

40.39 

14.47 

68.98 

31.02 

12.98 

7 99 

0.03 

0.93 

0.00 

9 78 

0.00 

9.48 

1 68 

6.59 

1990 

11.29 

1.88 

.34.12 

14.07 

61..36 

38.64 

25.33 

10 98 

0 05 

10 65 

0.31 

5.20 

0.00 

5.09 

2.42 

5 69 

Kerala 

I960 

36.29 

0.00 

0.60 

1.98 

38.87 

61.13 

1.21 

0.67 

OtK) 

0.00 

0.00 

0 37 

000 

0.37 

0.43 

59.12 

1970 

32.68 

0.00 

0.44 

1.43 

34.55 

65.45 

1.01 

0.57 

0.00 

0.00 

0.00 

0.28 

0.00 

0 28 

0.29 

63.88 

1980 

31.01 

0.00 

0.22 

1.27 

32.49 

67.51 

1.02 

0.42 

0.00 

0 00 

0.00 

0.22 

0 00 

0.22 

0 31 

65 96 

1990 

20.06 

0.00 

0..36 

0.87 

21.28 

78.72 

0.84 

0.50 

0.00 

0 .(K) 

0 .(K) 

041 

0 (8) 

0.41 

0.25 

77.21 

Tamil Nadu 

1960 

.37.58 

002 

29.18 

5 78 

72..56 

27.44 

15.31 

13-43 

0 01 

0.00 

OtX) 

5.71 

0.00 

5 70 

l.(XI 

5.42 

1970 

37.07 

0 02 

25.90 

7.34 

70.33 

29.67 

17 26 

14,32 

0.01 

1.05 

0.00 

4.18 

0.00 

4.17 

1 78 

6.44 

1980 

34.82 

0.01 

23 03 

9.64 

67.51 

32.49 

16.93 

14 34 

0.02 

0.52 

0.00 

3 50 

0.00 

3 45 

2 95 

9.I.H 

1990 

.33.98 

OW) 

16.17 

11.44 

61.60 

38.40 

20.82 

17 72 

0.01 

0.48 

0.00 

3.92 

0 00 

3.91 

3 62 

10.04 

.Southern Region 

I960 

24.99 

I.OI 

36 81 

9.66 

72.47 

27.5.3 

12.21 

X.KX 

0.02 

O.(X) 

0.00 

6 17 

0 00 

5.76 

0 87 

8 28 

1970 

24.65 

1.06 

33.01 

9.83 

68 .55 

31.45 

14.47 

10 62 

0.02 

0.37 

0.00 

5.43 

0 00 

5 07 

1 15 

10 40 

1980 

24.88 

I 10 

29 92 

II..39 

67..30 

32.70 

13.94 

10 07 

0.02 

0.43 

O.(H) 

5.f>6 

0.00 

5.24 

1.68 

II 42 

1990 

23..56 

070 

20 82 

12.19 

57.27 

42.7.3 

23.04 

14 74 

0.03 

4.X8 

0.12 

5 17 

0 00 

4.89 

2.15 

12.38 

All Indta 

1960 

23.78 

8.92 

29.20 

15.93 

77.85 

22.15 

I0..59 

4 75 

2.00 

0 00 

0.00 

631 

0 56 

5.36 

I..56 

3.69 

1970 

23.84 

12.10 

28.04 

13.96 

77.94 

22.06 

10.58 

4 65 

2 18 

0.07 

0.02 

5,68 

0,48 

4.91 

1 59 

4.21 

1980 

23.96 

. 13.68 

25.08 

13 91 

76 63 

23.37 

10.92 

4 31 

2.48 

0.17 

0 37 

5 55 

0 50 

4 78 

1.85 

5 05 

1990 

24.91 

14.32 

19.81 

13.17 

72.21 

27.79 

15.31 

4 94 

3 73 

1.35 

' 2.23 

5 04 

0 46 

4.42 

2 13 

5.32 


to he made to reduce the demographic 
pre.s.surc on agriculture through labour force 
diversification. The rise in farm labour 
productivity by itself releases forces which 
tend to increase income and employment in 
the non-agricultural .sector through inptit, 
output and consumption linkages. An im¬ 
portant policy intervention is to encourage 
di versiHcation in agiicuiturc and agro-reiated 
activities through large-scale inve.stmcnt in 
the development of agro-processing and 
related industries. With expected withdrawal 
of agricultural subsidies by the developed 
countries subsequent to the signing of the 
GATT agreement, India has the opportunity 
to increase its trade in agncullure specially 
in processed agricultural commodities. This 
could give further impetus to growth of 
employment in allied agriculture, agro- 
processing and lelatcd industries thereby 
leading to lessening of demographic pres.sure 
on agriculture. The policy intervention should 
be of a promotional nature where stress is 
laid, firstly, on R and D in these activities, 
secondly, in creating a network of information 
.sy.stem and thirdly, inencouraging the setting 
up of co-operative organisations like the 
National Dairy Development Corporation 
t^iich specialise in purchase, manufacture 
and exports of agricultural products. Most 
important, institutional credit flow to rural 


activities has to increase and he made easily 
available. 

The recent Indian exfierience suggests that 
there arc large potentialities in crop diversi¬ 
fication and exports. The need for the 
involvement of small and marginal fanners 
in the process ot diversification cannot be 
underestimated. Policy-makers shoiilddcvisc 
appropriate in.stitutional strategies to involve 
the small and marginal farmers so that they 
may also be able to avail of the bcnelits oi 
increasing growth, agricultural diversi¬ 
fication and of exports. 

Notes 

[This paper is a part of the ongoing Planning 
Commission Project entitled AgricM/ruru/Grrnvr/i 
in India During 1980-11.1 lo 1990-93: A District 
tjevel Study, being conducted at the Jawoharlal 
Nehru University. New Delhi 
I Thereisaseiiousprohlemwithregardtorcpurted 
data under oils^s in Uttar Pradesh where 
oilseeds like rapesecd and mustard are 
extensively grown as a mixed crop alongwith 
wheat, etc. .Sinec the area under mixed crops 
has not been allocated to individual crops, total 
cropped area gets unduly inflated The Direc¬ 
torate of Economics and Statistics, ministry of 
agriculture, government of India has started 
making appropriate allocation of area unifer 
oilisecds in UP since 1984-85. Due care should 
he exercised while making use of the published 
data on oilseeds in UP prior to 1984-85. In the 


absence ol non-availability of relevant infor- 
matiiiii. we have not made any ad|U.stmcnt lo ! 
data published in Aiea and Piodurtion ol 
Print ipal Crops in India, published by llic 
ministry of agriculluic. New Delhi. 
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Agricultural Liberalisation and Development 

Strategy in Ninth-Plan 

S N Mishra 

Free market advocates argue for removal of all government interventions from agricultural commodities and 
factor markets so as to improve allocative efficiency of resources in agriculture, induce higher private investment 
leading to higher growth of output, income and exports. But, looking at agricultural policy from the perspective 
of social objectives, this paper finds that there is no blanket case for removal of all interventions. Instead, in 
case of market failure such as national food security and food security for the poor, intervention in the market 
is necessary and desirable. Also, there is no need for removal of ceilings on land ownership to achieve maximisation 
of agricultural output and employment. 


1 

Introduction 

THE agricultural development straicgv 
followed in llie ettuniry since late 1960s has 
paid off handsomely. During the 1980.S, 
agricultural GDH grew at a trend rate of 4 
|>er cent a year in real terms. Trend growth 
rate of food production (2.6 per cent a year 
during 198()s) has been maintained well above 
the population growth rate. The country was 
able to achieve self-sutficicncy m food and 
sustain It loo. Commendable progress has 
been made m increasing the production of 
commercial ciops like cotton, oil-seeds and 
sugarcane, and in livestock products, poulf^', 
tishcrics, funis and vegetables. Connected 
with growth theic are other social goals to 
which agricultural sector has made and 
continues to make major contnbution. It 
continues to employ. for instance, two-thirds 
ol the country’s labour force, even though 
It’s shaie in the real CiDP has come down 
to below one-third Better perlonnancc of 
agiiculturchasbecnamajui facioi inreducing 
k theincidenceof mral poverty and it's.spillovci 
effects of urb,in poverty. Regions which had 
lagged behind in the initial phases of the 
green revolution, foi instance. Wc.st Bengal 
and eastern liltai Pradesh, have posted 
commendable agricultural growth during the 
1980s, contributing, thus, to the reduction 
in regional disparity. It is noteworthy that 
all this has been achieved while the area 
under cultivation since early 1970s has 
remained constant around 140 million 
hectare, and declining in per capita terms. 
Over the last five years agiiculture has 
been playing a major supportive role in the 
economic reform programme of the country, 
Agricultural exports have risen sharply in 
this short period, their share in the total 
having gone up to over 14 per cent compared 
to-12 per cent in the the pre-reform period. 
It is not difficult to see that had a fall of even 
10 per cent at the base of 180 to 190 million 
tonnes of food production iKcurred (not 
unlikely in a drought year) in this period, 
balance of payments deficit, in an already 


critical situation, would have become un¬ 
manageable. It would have been impossible 
to bring down inflation and contain it below 
two digit level. Thanks to successive good 
performance of agriculture and the accumu¬ 
lated food stocks with the government of 
about 30 to 35 million tonnes, the country is 
in a position to withstand such a shock. 

In the context ot the economic reforms it 
is natural that liberalisation of agriculture 
has come in for public discussion in the press 
and the media. Demand has been made for 
removal of regulations and restrictions 
operative on agricultural sector on the general 
plea of parity with the industrial sector, and 
on the ground ol market freedom. It has 
specifically been argued that the government 
should remove existing restrictions on 
agricultural exports (and possibly imports), 
withdraw its monupoly food procurement 
operations in the domc.stic market, remove 
ceilings on land ownership to create con¬ 
ditions tor corporalc-agricullurc, withdraw 
input subsidies including subsidised credit 
and priority scctoi treatment given to agri¬ 
culture. It is claimed that these policy reforms 
will improve resource allocation in agri¬ 
culture, induce private investment and result 
into higher growth of production, expciils 
and income. Thc.se views are appealing 
because of their simplicity based as these arc 
on textbook market theory. In this milieu it 
is indeed cncoui aging that some of our well 
known agricultural economists, V S Vyas 
(1994), C H Hanmnantha Rao (1995) and 
S S Johl (1995), have looked at the complexity 
of the agricultural policy reform issues and 
contributed to the discussion in an informed 
manner. And, in view of its importance, the 
Indian .Society of Agricultural ^onomics at 
their 1995 annual conference organised a 
.session on this subject [IJAE 1995]. 

Our purpose in this paper is to carry the 
discussion further in the hope that a 
reasonably well-informed consensus view 
would emerge on wliich the policy-makers 
and planners of agricultural development 
could draw upon. Accordingly, in the 
following section we discuss the agricultural 


policy reform issues, taking into account, 
inter alia, the views of the above mentioned 
authors. In Section 3, we make an attempt 
to articulate the agricultural development 
strategy and the set ot policies, which may 
be appropriate for the Ninth Plan (1997- 
2{X)2), in the light of the ncccs-sary and 
desirable social goals. Our concluding 
observations are given in the last section. 

II 

Agricultural Policy Reform Inssucs 

The Approaoi 

The frec-market approach to reform is 
indeed quite simple and straightforward. It 
emanates from the belief that ‘setting prices 
right’ .sets everything el.se right. Price dis- 
tortionsoccurdue to government regulations 
of and interventions in the commodity as 
well as in the factor markets. Removal of 
governi^nt interventions and regulations 
sets the prices right. The bench-mark for 
setting Ihecommixlily pi ices right is provided 
by the world market prices (i c, FOB prices 
of importable and CIF prices of exportable), 
which implies free trade in agricultural 
commodities. In the case of non-tradables, 
for in.stancc land and labour, price distor¬ 
tions .stand corrected once the restrictive 
regulations such as the ceilings on 
landholdings, illegality of or restriction on 
land tenancy and/or laws fixing terms and 
conditions of tenancy, statutory minimum 
agricultural wages, etc, are removed. These 
deregulatory reforms predictably re.sult in 
better allocative efficiency of rc.sourccs, and 
tliercby yield higher agricultural output and 
higher income. The government role is then 
confined to the provision of necessary infra¬ 
structure, including R and D infrastructure 
and its efficient management. 

In ttKiay’s liberal economic environment 
few would object to the removal of 
unnecessary market interventions. At the 
same time, faced with the real life problems 
few governments, if any, frame their 
agricultural policies or policy reform 
measures according to the above 
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prescriptions. In the most liberal of economies 
such as the US and the we.<Ucm Europe, 
governments subsidise their country’s 
agriculture and keep in place all sorts of non¬ 
tariff barriers to agricultural imports from 
the developing countries. The reason is that 
governments pursue not one but a set of 
multiple goals, and the policies are condi¬ 
tioned by those goals. If it is, or becomes, 
necessary to intervene or regulate a market 
in order to achieve one or the other of the 
goals, governments do not hesitate doing so. 
Market failure calling for intervention is 
another matter. 

Looked at from this perspective, the issue 
of agricultural policy reforms in India must 
be considered in the light of the development 
goals agricultural sector is su pposed to serve. 
Growth yes, but a shared growth. In other 
words, equitable distribution of income 
growth is now widely accepted goal of 
development. Countries of east Asia which 
have had shared growth achieved unprece¬ 
dented growth in the post-war years. They 
operated on a virtuous circle of growth and 
distribution, so to say. Equitable land reforms 
instituting the system of peasant farming, 
Hirer alia, provided the ba.se for industrial 
growth to take off [World Bank 1993]. China 
fqll in line by chaning over to peasant farming 
system from its earlier commune system 
beginning with her liberal economic reforms 
In 1978, and accomplished unprecedented 
growth since then. Until industrial growth 
begins to effect a net transfer of labour from 
agriculture, agriculture remains the bulwark 
for absorbing major portion of the additional 
labour force resulting from the growth of 
population. Employment, therefore, is a goal 
which the agricultural sector must serve in 
the foreseeable future in India, given the fact 
that industrial take-off seems to have just 
begun following the indu.strial policy reforms. 
Role of agricultural development in poverty 
alleviation is well recognised. In recent years, 
poverty has come to be discussed under food 
security or ‘social security net' in the context 
of structural adjustment programmes. For 
large size countries like India and China 
close to or more than a billion population, 
food security in fact has two dimensions: 
national food security and food security for 
the poor. To sum up, agricultural policy 
reform issues in India should be considered 
in the light of these specific goals, namely, 
growth, equity, employment, poverty 
alleviation and food security. In the folowing 
sections we have made attempt to do so. For 
convenience the issues are discussed under 
two broad groups: institutional reform issues 
and market intervention issues. 

iNSTITimONAL REFORM ISSUES 

During the last few years increasingly loud 
voices have been raised for removal of 
ceilings on ownership of landholdings. The 


most vocal demand has been coming from 
the corporate businesses and business 
associations. Along the line of free-market 
approach noted earlier, the argument is that 
large-scale corporate, capitalist agriculture 
is more efficient than the individual peasant 
farming prevalent in the country. It leads to 
better allocative efficiency, induces higher 
private investment in agriculture and results 
in higher output, higher income and higher 
exports. The mral elite, largely drawn from 
the big farmers (successful evaders of 
ceilings) and large landholders, wich rules 
over most of the states in the country seems 
to be quite amenable to such demands as it 
perceives a silver lining from the angle of 
its own interest. Among agricultural 
economists V S Vyas (1994) and C H 
Hanumantha Rao (I99S) have not favoured 
removal of ceilings. Vyas has disfavoured 
it on the ground of equity objective, as also 
efficiency, since there is no conclusive 
evidence of land productivity using with 
increasing farm size. Hanumantha Rnu has 
drawn attention to population pressure on 
arable land, ability of farmers to increase 
their operational holdings even under the 
existing land laws, and agriculture's 
importance as a ‘safety net lor some time 
to come in the process ol structural 
adjustment’. Both of them, however, feci 
that there is a case for increasing the bolding 
sizes at the lower end to make them viable 
(undefined). This can be done by provision 
of term credit through Land Development 
Banks to the small/marginal farmers, that is 
those below the poverty line, so that those 
willing could purchase land and increase the 
size of their ownership holdings. 

Quite in contra.st to these authors, Johl 
(1995) has strongly argued for removal of 
ceilings. His case is based on demand for 
parity with the industrial sector, where there 
IS now no ceiling on a firm’s asset holdings, 
modernisation ol agriculture as a business 
enlerpri.se, and viability of ‘farm business’ 
or ‘farm firms’ as he calls it. In addition, Johl 
has argued for credit facility for land purcha.se 
‘as priority sector lending? but nut restricted 
to small\marginal farmers. Such an open 
credit facility wil I, as well, enable the capable 
ones in the latter groups to increase their 
ownership holdings, and also those who 
would want to quit farming by selling off 
their lands. 

On the tci'ancy issue there appears to be 
a broad consensus on legalising it where it 
is still illegal and liberalising the terms and 
conditions of tenancy where it is legal, but 
with full protection ofownership right of the 
lessor. Such protection is all the more 
necessary because in several parts of the 
country, specially in the agriculturally 
advanced regions the nature of tenancy has 
changed from the earlier feudal type to 
capitalist type, or what Vyas prefers to call 


‘reverse tenancy’. It is characterised by small/ 
marginal farmers leasing out land to large 
farmers, i e, the weak to the suong. In such 
situations, the fear of losing landto theies.sce 
is a genuine fear. A well organised liberal 
land-lease market with property rights fully 
protected in law is expected to provide 
opportunity to those farmers who would 
want to increase then operational holdings, 
and also those who are unable to do cultivation 
or find it uneconomic but want to retain 
ownership of their land as a means of future 
security. 

In what follows I carry the argument further 
against removal of ceilings along the line of 
Vyas and Hanumantha Rao, and provide 
justincation for continuance of owner- 
operated peasant farming system along with 
a liberalised land-lease market .soas to remove 
limitation of operational-size for potential 
development of capitalist farming or ‘farm- 
businc.s.s’. 

The argument of large size land 
requirement for the practice of corporate, 
capiialist agiiciiltiire is easily met by 
liberalising the lnnd-lca.se market. Any one, 
a farmer or a farming-business enterprise, 
can have as large an operational holding as 
one requires by Icasing-in land under such 
a market. Ownership of land is not a necessary 
condition for capitalist agriculture, nor is it 
inlicrent in the moti vcofcapitalist production, 
as is the inaximisation of profit on capital 
and capital accumulation. Investing capital 
in land purchase per se does not yield 
profit, irrespective of the fact whether there 
is or there is no ceiling on land ownership. 
Such an investment by a business enterprise 
is solely fur the purposes of rent-seeking 
and/or fur unearned speculative capital gain 
through purchase and sale of land in a situatioii 
of fast rising land prices. Corporate demand 
for removal of ceilings makes sense only in 
the presence of the latter motivation. But, 
this is contrary to the nature of a corporate, 
capitalcst enterprise driven by profit seeking. 
Such an inve!>tment is also .socially wasteful 
of capital, even otherwise an scarce social 
resource. It TOcrcly leads to the transfer of 
land from one to the other hand. It does not 
increase the agricultural land area of the 
country. 

The argument of parity with the industri.il 
sector advanced by Johl (1995) for removal 
of ceilings too does not stand ground on 
closer examination. It is well known that the 
assets of a private, corporate industrial 
enterprise or firm is not exclusively owned 
by those who control and manage it or by 
the business house in whose name the firm 
is run. The assets are owned by hundreds, 
and in cases where the firm is large, by tens 
of thousands of shareholders, financial 
institutions aftd trust-funds. It is indeed rare, 
specially in our country, that those who 
control and manage a corporate firm also 
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own major portion of the firm’s assets. When 
such a pattern of asset ownership is 
transplanted to agriculture it implies 
widespread ownershipofland and alsocapital 
assets of an agri-business fmn. This condition 
is met when hundreds of landowners in 
**iarious size^classes lease out their land to 
the firm and also become shareholders in its 
capital investment, if the firm's goal is direct 
agricultural production. Alternatively, if the 
firm’s goal is agro-prvKcssing then the above 
condition is met by what Johl has him.sclf 
argued for. namely, vertical ini'graiioii of 
production, prixressing and iiiarkciing. in 
this case the hundreds ol owncr-faimers 
engage in required type of production, and 
the agro-processing enterprise docs the 
processing of their produce under a 
contractual arrangement. Reportedly, '.inder 
such an airangemcnt transaction cos. > of the 
enterprise is high and when the open market 
price, of the produce is high, delivery of the 
produce becomes uncertain as the producers 
divert the pnxiucc to the open market. The 
solution to such problems lies in making the 
producers shareholders in the enterprise in 
such a way that they not only share the 
transaction costs hut lose on the dividend 
earnings for failure ol delivery more than the 
expected gains trom open market sales. In 
brief, they are made to have a stake in the 
processing enterpii.se. 

In conclusion, tiierc is no ca.sc for removal 
of ceilings on land ownership for corporate 
business nr what Johl calls ‘farm business' 
ot ‘farm-firm’ to tipciate in die agricultural 
production on ground ut size limitation, 
provided there exists a freer land-lease 
market. There, however, remains the problem 
of economic viability at the lower end of the 
sue-distribulion of the ownership holdings 
primarily due to lumpincss of required capital, 
for instance a tube well, a bore well or a 
thrc,shcr. To some extent this problem will 
be taken enreof by the freer land-lease market. 
The suggestion ol an activated land-market 
supported by land-puribasc credit facility 
confined to small/marginal farmers made by 
Hanumantha Rau does not in any way ensure 
that capable small/marginal farmers will buy 
up land from farmers from their own size- 
classes. Nor is Vyas’s suggestion, that with 
credit facility they arc encouraged to buy 
land from large landholders pr-ictical and 
enforceable. In any case it docs not help to 
.solve the problem of viability as it leaves 
no room for those at the lower end who find 
cultivation of land burdensome and want to 
move out of it. Furthermore, in a liberal 
market environment prevailing in thecountry 
such land market segmentations will not be 
justifiable in principle. The best course seems 
to be to have a free land market within the 
limits of land ceilings, with provision of 
land-purchase credit facility for the small/ 
marginal farmers. However, given the 


population pressure, family divisions, equal 
inheritance law and deep rooted attachment 
to land, even this policy may not wholly 
succeed in eliminating the unviable marginal 
holdings. About IS years ago a wotlting 
group of agricultural economists under the 
chairmanship of late Sukhmoy Chakravarty, 
which had deliberated on the issue, had come 
to the conclusion that introduction ol a floor 
to the ownership holdings would be necessary 
to tackle the issue [ICSSR Working Group 
1982], It was indeed visionary that some of 
the early reformer^ had foreseen the problem 
of sizc-d'sability to ari.se in the future. The 
UP Ztirnindaii Abolition and Land Reforms 
Act ol 1950 accordingly has a clause fixing 
the Poor limit at 1.26 hectare. It is another 
matter this provision w as never implemented. 
Ol course, it goes without saying that the 
floor I i mit will have to he different indifferent 
states just as the ceiling levels are different. 

The argument that corporate capitalist 
agriculture will achieve better allocative 
efficiency of rcsouices in agriculture and 
consequently result in higher pioduction, 
higher private investment, higher income 
and exports is purely theoretical. Since 
agricultural sector in India, quite in contrast 
to the industrial sector, has functioned in a 
competitive cnviionmcnt - with very large 
number of producets and consumers in the 
market - there is no evidence to suggest that 
under the present sy.slem of pca.sant farming 
allocation of resources is inefficient 
[Hanumantha Rao 19 ^ 5 ] Ifa proof is needed 
it should be seen in the growth rate of 
agncultiiral production and changes in the 
efficiency of capital use in Indian agriculture. 
Since the onset ol the green revolution in 
the late 1960s agricultural production has 
grown between 3 to 3.5 per cent a year on 
the average. Note that (he maximum attained 
growth rale in the cast and south-east Asian 
countries ranged between 4 and 4.5 per cent 
a year over the corre.sponding period but 
with higher ilcgrec of diversification in 
agriculture [Misliia 1991], Index of real 
capital formation in agriculture on private 
account continuoo.slyrose through the period, 
and during the 1980Mnorc then compensated 
the fallin public investment. Aggin, marginal 
efficiency of capital in Indiap agriculture 
more than doubled, iromO.150 in tlfe 1960s 
to 0.414 in the 19K()s [Mishra and^amesh 
Chand 1995; Mishra 1996]. As for cxport.s, 
agricultural exports have shown the sharpetit 
rise following trade liberalisation since July 
1991, The producers of Ihcscexport surpluses 
are those very pca.sant farmers, large and 
small, who are alleged to be practising 
traditional, backward agriculture. 

More important is to examine the two 
institutional systems of agriculture from the 
angle of the development goals alluded to 
in section 2. 1. If along with growth, growth 
is to be shared in order to realise the virtuous 


circle of growth and distribution, only a 
peasant farming system using modern 
technology of production can achieve it, as 
the cast Asian experience has shown. Not 
only becau.se it is more competitive compared 
to the capitalist farming system, hut also 
because peasants do respond and adopt new 
technologies of production whenever 
opportunity arises. (.>ur own experience of 
the green revolution is an excellent example. 
Secondly, becauseof the system’s motiviition 
to maximi.se output per unit of land, it is able 
t.) employ more labour than the capitalist 
f.irining can ever do, given its normal motive 
to maximise profit. Finally, tor the national 
tood security as well as lor food secunty for 
the poor, maximisation of output, in particular 
tood output per unit of land remains as the 
only strategic choice for agricultural 
development at the present stage, when net 
cultivated area is stagnant and likely to fall 
in view of increasing demand for non- 
agriculturtil uses. 

Besides institutional rctonn issues related 
to land and .system of farming, credit insti¬ 
tutions serving agnculliire-co-operative 
bunks, public sector comincrciiil banks, 
regional niral bank and NABARD - and 
priority sector treatment of agriculture 
mandated to the commercial banks has been 
commented upon in the context of overall 
liberalisation of till financial sector in the 
country, and simultaneous introduction of 
prudential norms and clo.ser supervision of 
all financial iiilermcdiary institutions, llie 
rationalisation and ic-organisalion of the 
cicdii institutions operating in the rural areas 
IS yet to take place, and the pre-reform 18 
per cent of net credit flow from commercial 
hanks to agriculture inclusive of allied 
acii\ itics like dairy and fishencs on a priority 
basis continues. However, interest rates on 
deposits and advances have almost wholly 
been dcregulaicd, including for the rural co¬ 
operative banks. With .such far-reaching 
changes, credit flows to agriculture arc bound 
to be affected adversely. The pre-reform 
profligacy including politically motivated 
bonanza ofloan-waivers is over. The essential 
issue is to put in place an insi itutional stniclure 
by reforming, rationalising and re-organising 
the existing ones, which is viable, efficient, 
observes the prudential norms, mobilises 
rural .savings and meets the increasing credit 
needs of the agriculture and allied activities 
in a competitive financial market 
environment. Since all the three types of 
banks operating in the rural areas have been 
running in lo.s.scs, there is no positive criteria 
to help make the choice. In terms of shares 
in the total lending to agriculture, co-operative 
banks account for 57.5 per cent of short-term 
and 30 per cent of mcdium/long-lcrm creddit 
and commercial banks for 37.5 and 65 per 
cent, respectively. The share of the regional 
rural banks is no more than 5 per cent in 
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alhacsm(Economic Survey, ]994-95,TMe 
7.12, p 129). If this pattern was indicative 
of a choice, it boils down to a reformed co¬ 
operative banking structure as the mainstay 
for agriculture. Regional rural banks are 
insignincant any way, and nobody ought to 
shed tears on their way out. As for the 
commercial banks with freer financial market 
and reduction in directed credit in future, 
they arc likely to reduce their long-term 
lending to agriculture. 

Issues Relating to Market 
Intervention 

Government intervention in agricultural 
inputs and output market, domestic and 
external, are price distorting compared to 
what would obtain in an ideal free market 
situation, with attendant adverse effects on 
allocativecfncicncy, level of output, income, 
exports, etc. But why do governments both 
in the developed and developing countries 
intervene in agricultural markets? This is a 
large que.stion and our purpose here is not 
to answer it in any adequate manner. To 
illustrate, however,Thailand, world’s major 
rice exporter, charges an export-tax on her 
rice exports, thereby adding to government 
revenue, and keeping up the world market 
riec price above or at par with the domestic 
prices. Most member countries of the 
European union subsidise their agriculture 
including dairy, with a social purpose m 
view, namely, protection of farmers' 
income vis-n-vu industrial and service .sector 
incomes in a situation where the latter hud 
been rising and the former relatively falling, 
as the share of agriculture in GDP had been 
falling. At the time of the initiation of the 
green revolution, government in our own 
country intervened in agricultural markets 
by subsidising input prices and by buying 
food at pre-announced procurement prices. 
The purpose of intervention was clearly 
social, nameVy, maximisation of food pro¬ 
duction in order to make the country ftxid 
.self-sufficient. .Seen from this angle it should 
be clear that intervention per se is neither 
unnecessary nor undesirable, provided its 
purpo.se IS to serve the social purpose. The 
problem arises when intervention once made 
becomes a regular feature even after the 
purpo.se for which it was made has been 
achieved, for instance in the case of agricul¬ 
tural input subsidies or procurement prices 
of foodgruins after food self-sufficiency in 
respect ol cereals had been achieved. 
Continuation of intervention in such cases 
IS meant to serve group-interest rather than 
the social interest. 

Then there are market failures which 
necessitate government intervention. 
Consider the incongruous situation when 
our country has achieved national food sclf- 
suffieiency but between 2.‘50 to 300 million 
people below poverty line have no adequate 


means to acquire minimum necessary food 
for healthy living.Tens of millionsof children 
belonging to this group remain malnourished. 
This is a clearly Keynesian type of market 
failure. Market has failed to distribute 
incomes in a manner such that this latent 
food demand could become effective 
demand. One might, add structural failures 
too as the cause for such a pattern of income 
indistribution, namely, failure of redistri¬ 
butive land reforms and disproportionate 
structural change in the economy - sectoral 
shares in the GDP and labour force - loaded 
against agricultural sector. Who can deny 
that it is the responsibility of the government 
to correct this market failure by intervening 
to generate income in the hands ot the rural 
piMir (public works programme. IRDP, etc), 
and by supplying them food at subsidised 
prices (PD.S). Both planks of this intervention 
have, however, been criticised, the former 
for Its bad planning, loose targeting, inef- 
Icctivcncss. corruption, etc, and the latter for 
inefficient, high-cost marketing, failure to 
target supplies strictly at the pimr, and the 
large amount ol subsidies involved. One 
hopes that the new panchayat raj institution', 
will provide the ground level inechumsms 
for making the inieivcntion truly targeted 
and effective. 

Agriculture, as we all know, is subject to 
production variability by its very nature. On 
occasionsunprcdictable sharp fallsand spurts 
in output occur depending upon weather 
conditions, giving rise to correspondingly 
sharp changes in pi ices and incomes. In.such 
cases, a responsible govcmnieni cannot sit 
back and watch the situation In fact an 
elected government will not be allowed to 
do so During mid-1980s in UP, there 
occurred a glut i n potato production. I'ariners 
found that market prices were lower than the 
cost of digging potatoes. There was a public 
clamour, and lurorc in UP assembly. 
Governmeni announced a support price and 
offered storage subsidy. A similar thing 
hapfiencd in Mahaiashtra in respect of onions. 
In (he opposite case of major shortfalls in 
production, as it happened in the past in food 
production, and may happen in future in the 
event of acute droughts, intervention again 
becomes necessary by augmenting market 
supplies through imports, targeting some to 
the adversely alfccied, poorer sections of the 
IKipulation 'nd by providing income support 
through public relief works. The point is that 
whereas minor variability in agricultural 
production is absorbed by the market, major 
changes do rcquiic government intervention, 
for correcting market failures, price and 
income stabilisation and protection of the 
poor in such situation.s. 

Continued inteivention in the form of 
procurement prices of outputs and input 
subsidies have particularly come in for 
criticism in the context of the fiscal 


stabilisation programme. As we said earlier, 
when food self-sufficiency has been achieved 
there is no justification for continuing it. All 
that is needed is to provide support pnees 
to major agricultural commodities, in 
particular foodgrains by way of price 
incentives for production and agricultural 
income stabilisation. Unfortunately, as 
Hanumantha Rao (I99S) has noted 
procurement prices have become support 
prices in our country. Neither is the 
government able to reduce input subsidies. 
Clearly, intervention policy here is 
determined by farming group interests, rather 
than the social interest. The reason is clearly 
political. It is the farming interest groups 
which decide the fate of political parties in 
their competition for power. And, now it 
seems that greater part of the political elite 
of the country, irrespective of their party 
affiliation, is drawn from these interest 
groups. 

Etiamourcd by bulging food stocks 
procured by the government and opening up 
of the economy in general. it has been argued 
.stiongly that thegovemment should withdraw 
from bade in the domestic foixl market and 
allow free trade in agricultural commodities, 
specially remove quantitative restrictions on 
tiKid exports. The argument is the same, 
namely, it will remove price distor'ion, 
improve allocative efficiency and farmers 
will be able to cam higher incomes through 
exports since agnculture is subject to negative 
nominal protection (world market prices 
being higher than the domestic prices) due 
to restrictive trade policy. Theissue, however, 
is not as simple as it looks. It needs to be 
considered from the angle of food security, 
national security and security for the poor, 
which today and over the forccable future, 
are very important policy goals as noted in 
section 2.1.1 n 1993-94 for which provisional 
estimates arc available, PDS offtake was IS 
million tonnes of food, 6 million tonnes of 
wheat and 9 million tonnes of rice. Minimum 
buffer stock for national food security has 
been put at 10 million tonnes, 4 million 
tonnes wheat and 6 million tonnes rice 
{Economic Survey, 1994-95). It has rightly 
been suggested that PD.S should be targeted 
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to the poor only and government should 
purchase the rcquitement from the open 
market [Hanumaniha Rao 1995], reducing, 
thus, the degree of intervention. Suppose 
arbitrarily, when targeted to the poor, PDS 
requirement is reduced to one-third of the 
offtake level of 1993-94. Add to that the 
minimum buffer stock of 10 million tonnes 
which has to remain in the pipeline. That 
means that on an average government ought 
to be purchasing a minimum of IS million 
tonnes of foodgrains annually. How will the 
market look like with such a purchaser? 
Marketed surplus is estimated to range 
between one-third to 35 per cent of the total 
pmduction. Assuming that I ood production 
during the medium term will grow to 2(X) 
million tonnes from the current level of 
around 190 million tonnes a year, marketed 
surplus would he 70 million tonnes, and the 
government purchases of 15 million tonnes 
will amount to ovei 21 per cent share of the 
market. Government, for that matter any 
singlebuyerof this order, will turn the market 
intoamoiiopolistic market, violating thereby 
competitive market conditions and causing 
price distortions. The point is that if the food 
security goal is to be kept in view, goveniincnt 
operations have to be necessarily so large 
that whether the government purchases arc 
done at prc-annoiinced procurement pnccs 
or in the open market, price distortions will 
take place. Moving from procurement to 
open market purchase gi ves only a semblance 
of non-intervention in the market. Thechoicc 
between the two, however, is still there. 
Open market purchase may be preferable 
because it gives the government freedom to 
stop pill chases no sooner than its rei|uircmcnt 
is fuiriiled, a freedom that is not available 
on the procurement operation route. 

The same problem of large si/e country 
crops up when foreign trade market is 
considered. It is a well known fact that 
marginal shortfalls of 5 to 10 per cent in 
domestic food supplies in large countries 
like India and China send the world market 
prices soaring in anticipation of the 
corresponding demands on the market. 
Distortion occurs in the world market 
prices. As a consequence, not only these 
countries aic required to bear additional 
import cost, all other food importing countries 
as well suffer, the worst sufferer being low 
income, least developed countries m sub- 
Sahara Africa which arc in perpetual food- 
deficit. The moral of the story is that main¬ 
taining food security is not only in India's 
national interest, it is also world-welfare 
maximising. 

Let us consider the other side of the story, 
i e. India’s food cxpoits. In view of the large 
food stocks lately held by the government, 
the euphoria about food exports is well taken. 
But if India was to operate in the world 
market as a significant food exporter, size 


of the market being what it is, world market 
prices would fall. So far so good for the 
welfare of the tixxl importing countries. 
However, world prices may fall below our 
domestic prices, creating, thus, a perverse 
situation suggesting that India should be 
importing rather than exporting food in her 
own interest. A recent study done for the 
World Bank by Parikh, Narayana and others 
(1995) on agricultural trade liberalisation 
provides an empirical evidence for this 
contention in respect of rice, where India is 
supposed to have comparative advantage. 
Under ccitain assumptions about nee demand 
elasticity (0.1) and supply elasticity (0.4) 
about the rest of the world, the study concludes 
that anything beyond 4 million tonnes of rice 
export from India pushes down the world 
market prices below domestic prices. The 
only way to meet such a perverse situation 
is to intervene m the external market by 
im|)nsmg an appropriate cxfiort-tax. and 
violate, thus, the Ircc-tradc pre.scriptiun. To 
conclude, for .a large country like ours the 
best course is lo strive lor and maintain 
national fiKid secunty. Gains fmm trade could 
be realised, however, from export of non¬ 
crop processed loods like dairy products, 
meat, fish, fruits, vegetables, flowers, etc. in 
which India is a small player m the world 
market. 


Ill 

.Strategy of Agricultural 
Development 

Drawing uiion the preceding discussion 
on agricultural policy reforms, an attempt 
has been made in the present section to 
sketch out an agricultural development 
strategy which may make niaxiimini 
contribution to the stated objectives of 
growth, equity, employment, poverty 
alleviation and liwd .security. A development 
strategy m general is essentially an effort to 
bring together and adopt a combination of 
all the resources in such a munnci that the 
stated objectives arc realised over time. It 
IS composed ot three broad .sets ol elements: 
(I) a set of institutions, (2) a set of produc¬ 
tion conditions, and (3) a set of state policies. 
The chosen set of elements from within 
each of these sets geared to the goals of 
development constitute a particular strategy. 
The choice ol elements is ol course con¬ 
strained by the initial conditions and their 
social, economic and political Icasibility. In 
what follows we present the .strategic choice 
in respect ol each ol the three .sets ofelemcnts 
for agricuituial development in the country 
during the Ninth Plan, and possibly for the 
next 10 to 15 yeais. 

iNStnUTIONAI. .STRIinURh 

The agrarian institutional form which is 
more conducive to maximisation ot 
agricultural output growth and employment 


remains the peasant proprietorship system as 
at present. For the same reason national foixl 
secunty and food sccunty for the poor are 
better ensured under this system. It provides 
for eomparati vely better di stri button of assets 
Hand and capital) and income from agri¬ 
culture. In order to ensure its predominance, 
ceilings on land ownership holdings ought 
to continue as a necessary condition. 
However, division of ownership holdings 
under population pressure has Ixjen giving 
rise to large number of marginal, tiny 
holdings. These holdings suffer from size- 
disability from the point of view of capital 
indivisibility. Neither these arc adequate foi 
generating income necessary lor sustaining 
an average rural family. There arc two policy 
options for solving this piobicm. To check 
the process, an appropriate floor on the 
operational size of holding could be 
introduced with simultaneous provision lor 
land ownership to be held in value shares 
rather than in pieces of land by the .sharers 
in the family land on the verge of falling 
below the llooi. This option may, however, 
be politically infeasible, as the non- 
implementation of such a provision in the 
UP l-and Reforms Act shows. The other 
option is to facilitate absorption of unviabic 
holdings into viable ones by encouraging the 
development of land market hy provision of 
term credit to Die sinalI/marginal farmers fur 
purchase ol land through the Land 
Development Banks. 

In order to provide .scope for ciipitalist 
farming all that is necessary is lo recogni.se 
tenancy in law and. in states where it is 
already recognised, lo remove restrictions 
on terms and conditions ol tenancy. Whereas 
ceilings on land ownciship continues, there 
ought to be no restriction on the size of 
operational holding. A frcci land-lea.se market 
will al.so to some extent take care of the 
unviable holdings. Kclormed tenancy 
legislations should have, however, strict 
safety provisions for owner hip rights so that 
there is no apprehension of loss and land due 
to leasing by the owners ol such holdings. 
A free land lease market with no restriction 
on operational holding size does create 
conditions for corporate busine.ss to enter 
into larming. But there is no justification for 
promoting it by means of policy. The right 
place for corporate business is agro- 
processing industry, the raw material supply 
tor which is a matter of contractual 
arrangement between the processor and the 
farmers. Any number of contractual forms 
beneficial to the parties concerned are 
feasible. The state’s role should be confined 
to enforcement of the contracts. 

Given the ongoing financial sector reforms, 
if directed credit, namely, priority sector 
treatment to agriculture, is withdrawn 
commercial banks arc least likely to advance 
credit to agriculture. Regional rural banks 
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are insignificant any in relation to credit 
needs of agriculture. The choice, therefore, 
lies on co-operative banking and the 
NABARD. With freedom to decide their 
deposit and lending rates depending upon 
theoverall marketconditionsin the economy, 
co-operative banks like any other, should be 
made to abide by prudential norms. In the 
past these banks have functioned under too 
much government regulation and inspection 
resulting into bad debts, overdues, losses, 
and writing-off of the los.ses. Apart from 
initial support for capital adequacy and the 
requirement that they abide by prudential 
norms they should Ire allowed to function 
freely as voluntary institutions of the farmers. 

Production Conditions 

With the kind institutional base envisaged 
in the preceding section, an average growth 
rate of 4 to 4.5 of agricultural GDP seems 
to be quite feasible, provided necessary 
investment for agriculture takes place during 
the Ninth Plan and thereafter, and efficiency 
of capital use in agriculture is constantly 
improved. The experience of the last three 
decades with regard to investment in 
agriculture has been quite satisfying. 
Agriculture's own rate of real investment, 
measured by the ratio of fixed capital 
formation in agriculture toGDPin agriculture 


increased from about 7 per cent in the pre- 
green revolution period to 8 per cent during 
green revoltuion period and further to 9 per 
cent in the post-green revolution period 
(Mishra and Ramesh Chand 1995]. For- 
achieving 4 to 4.5 per cent agricultural GDP 
growth, the own rate of real investment would 
require to be pushed up to 10 per cent. There 
arc twocritical priority areas requiring public 
investment; irrigation, agricultural research 
and extension. Public investment in major 
and medium irrigation has to increase since 
about 90 per cent of the ultimate groundwater 
potential, on which private minor irrigation 
investment has been promoted in the past, 
had come to be utilised by 1990 [Committee 
on Pricing of Irrigation Water 1994], There 
are two severe obstacles on the way; 
environmentalist opposition to irrigation 
systems and endemic inter-state disputes 
about water sharing. These will have to be 
overcome. 

Agricultural research and development (R 
and D) and extension of proven technologies 
require a fresh look and renewed impetus. 
In today’s world, technology has become a 
critical factor of production, possibly much 
more important than thcconventional factors, 
namely, land, labour and capital. Secondly, 
as the national economics are getting 


integrated into the world economy, 
technology has become a tradable product 
parexcellence. Countries which have realised 
this are reaping the benefits of it by investing 
substantial resources in R and D so as to 
remain at the frontiers of technology. 
Conventional research in breeding is time 
consuming. Experience shows that ‘there is 
at least a twenty-year lag between initiating 
strategic re.search and significant increases 
in production in farmers' field' [Me Calla 
1994]. Biotechnology through genetic 
engineering provides the alternative. But as 
far as agriculture is concerned, it is still far 
away from the farmers' field even in the 
developed countries, if for nothing else for 
consumer fear of transgenic food products. 
Either way the Ninth Plan should provide 
an opportunity for imparting a new vigour 
to agricultural R and D. Va.st infrastructure 
is already there in the form of ICAR institutes 
and state agricultural universities. It needs 
to be reformed and restructured, geared to 
innovative rc.search according to stmtcgic 
research plans supported by sufficient public 
investment. 

More than half of the country's arable land 
wil 1 continue to be under rain-fed conditions. 
In spite of research ctfort, technological 
breakthrough in dry-farming has not come 
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about. In the meanwhile, diversification of 
agriculture has begun taking place in the 
rainfed areas, a relative shift away from food 
crops to dairy, live.stock raising, horticulture, 
plantation.s, etc. The focus of agricultural 
research for rain-fed areas ought to shift 
from crops to these activities. Besides 
contributing to agricultural growth through 
production of high value products, 
diversification of agriculture also offers 
higher employment. This is bom out by 
survey-basal studies carried out at the lEG 
IRamesh Chand 1995; Salelh 1995], These 
arc also the products which have export 
demand. Accordingly, diversification should 
receive policy support. 

Push up in public investment apart, growth 
of private investment in agriculture will 
require credit support. Private investment 
in the pasi has accounted for iwo-thiids to 
three-fourths of the total investment in 
agriculture. During the 1980s between half 
to two-third of this investment has been 
financed by institutional term credit [Mishra 
and Ramesh Chand 1995], The need for this 
order of institutional financing of private 
sector investment in agriculture is likely to 
continue during the Ninth Plan and there¬ 
after. Financial sector reforms ought not to 
impinge adversely on the (low ot term credit 
toagriciilture. If priority lending toagricullure 
by the commercial bunks has to go after all, 
since market freedom requires it, rather than 
terminating it at on go. it should be phased 
out over a period of time in such a manner 
that the gap is filled by the co-operative 
hanking sector. 

l^'rKRVbNTIO^ POLII ILS 

The policies relating to the desired institu¬ 
tional reforms and nccc.ssary investment in 
agriculture with a view to achieving the 
objectives of development have been touched 
upon in the preceding two sections. In the 
present .section we shall confine ourattention 
to policies relating to market intervention 
and regulation. Following the arguments in 
section 2.3. the principle governing market 
intervention can be stated as follows: 
intervene in the case of market failure and 
for avowedly social purposes. Price inter¬ 
ventions in the form of agricultural input 
subsidies and procurement prices have run 
oulofthcirsocial purpose. A r>olicy of support 
prices would, however, be necessary as an 
incentive to production and for agricultural 
income stabilisation. For ensunng national 
food security and for meeting the requirement 
of the PDS, a PD.S targeted to the poor, the 
open market purchase of the required 
quantities is preferable to the current 
procurement policy. Besides freeing the 
government from obligatory procurement, it 
would be less distortionary of the free market 
prices. In the years of bumper harvests, 
support prices would come into play and 


government purchases would prevtfni market 
from crashing. In the years of production 
shortfalls government purchases, due to their 
large market share, will have a softening 
effect on free market prices. 

The liberal trade policy reforms carried 
out for the whole economy arc as applicable 
to agriculture, as to any other sector. There 
cannot be an specific agricultural trade policy, 
separate from other sectors, except insofar 
as it concerns the national food security goal. 
The general trade liberali.sation policy has 
already given a boost to agricultural exports. 
At best there could be agricultural export 
promotion me.'tsurcs for such products in 
which India is rather a small player, and can 
build her comparative advantage. While all 
this is along the line of deregulation an 
onerous responsibility of trade regulation 
has, however, devolved on the government 
in itxlay ’ s free trade environment in the world. 
This is in respect of trade in live animals, 
plants, .seeds and seedings, micro-organisms, 
genetic materials, etc. For the salety and 
protection of such bio-resources of the 
country, strict quarantine regulation and 
enforcement, including prohibition of trade 
if necessary, is an urgent necessity. A few 
seaport based quarantine checks on export 
and import of live animals, are woefully 
inadequate, and lack scientinc examination 
facilities. Now that micro-organisms are 
transported across countries in handbags, 
international airports ought to be covered 
under quarantine regulations. Ilie regulations 
themselves may require ammendments in 
the light of the present-day need. It may he 
worthwhile learning the necessary lessons 
from the expcnences of developed countries 
in this regard. 

In the context of the ongoing economic 
reforms in the country liberalisation of 
agriculture policies have been discussed at 
various levels. Free market advtK-atcs have 
pleaded for removal of all government 
interventions from the agricultural 
commodities and factor markets. 1'hc plea 
is that it will improve allocative efficiency 
of resources in agriculture, induce higher 
private investment and lead to higher growth 
of output, income and exports. In tins paper 
we have looked at the agricultural policy 
reform issues from the angle of social 
objectives agricultural development is 
required to meet. Ourconclusion is that there 
is no blanket case for removal of all 
interventions Indeed for certain social 
purposes and in the case ol market failure, 
such as national food .security and fond 
security for the poor, market intervention is 
necessary and desirable. Similarly, there is 
no ca.se for rem.wal of ceilings on land 
ownership if maximisation of agricultural 
output and employment remain the social 
goals of development. We have also outlined 
a strategy of agricultural development that 


may be appropriate for the Ninth Plan (1997- 
2002) and thereafter, given the development 
goals of growth, equity, employment, povcity 
alleviation, and fixKl .security. 
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Sustainability of Rice-Wheat Crop System 
in Indo-Gangetic Region 

Ramesh Chand 
T Haque 

There has been some apprehension that the high growth rates in the productivity and output of rice and wheat 
may not he sustainable. This paper looks at the growth trends and discusses the problems and issues related 
to this crop system especially in the Gangetic and trans-Gangetic plains, where rice-wheat farming is widely 
practised. 


IMPRESSIVE growth in productivity and 
output of rice and wheal crops during the 
post-green revolution period has been the 
most important factor in achieving food 
security and food self-sufficiency in the 
country. In view of the high growth rate of 
the population and the urge for promotion 
of export in the wake of WTO induced trade 
liberalisation strong need continues to exists 
to maintain high growth rate in production 
of these two crops. However, some of the 
agricultural experts have expressed 
apprehension that it may not be possible to 
sustain the growth rates experienced in the 
recent past particularly in the intensive rice- 
wheat growing Indo-Gangetic plains which 
at present contribute about 60 per cent of 
total output of rice and wheat. Such concerns 
have been highlighted by quite a few speakers 
as well as paper writers during the Second 
International Crops Science Congress’ held 
at New Delhi, November 17-24, 1996. 

The Indo-Gangetic region of India 
comprising states of West Bengal, Bihar, 
Uttar Pradesh, Haryana and Punjab accounts 
for S3 per cent of total area under rice and 
wheat crops (Table 1). About two-thirds 
increase in output of rice and wheat in the 
country during the last two decades has come 
from the Indo-Gangetic region which reveals 
the importance of this region in the country's 
food security. During the same period, 
alongwith the spread of green revolution 
technology, rice-wheat crop rotation has 
emerged as the dominant crop sequence in 
the Indo-Gangetic region (Table 2). The pre- 
green revolution varieties of rice and wheat 
were of long duration and could fit rice- 
wheat rotation only in small area, whereas, 
with availability of photo-period non¬ 
sensitive short duration varieties of wheat as 
well as rice it became possible to grow high 
yielding 120-130 day rice crop (Junc-July 
to October-November) follow^ by a high 
yielding I I0-I20day wheatcrop(Novcmbcr- 
December to March-April). The adoption of 
such varieties triggered ricc-whcai crop 
rotation in areas which formerly produced 
only wheat or rice but not both in the same 
field in any one farming year [Singh and 
Paroda 1994], Emergence of rice-wheat crop 
system as post-green revolution phenomenon 


has brought to fore many problems that are 
not faced when rice and wheat are grown 
in different crop sequences. For instance, it 
IS asserted that shallow sub-surface pan 
created by puddling for rice and shallow 
ploughing for wheat contribute to carly- 
scason waterlogging and late season moisture 
stress for wheat and accelerate depletion of 
plant nutrients in this layer {Fujisaka and 
Harrington 19K9] beside causing soil salinity 
and reduced use of organic manure 
[CIMMYT 1989]. Concerns are also 
expressed that rice-wheat cropping system 
is overexploitative of the natural resource 
base and that there are consequent degradation 
in soil health and fertility, and in water supply 
and quality [Woodhead, Huke and lluke 
1994]. The immediate consequence of this 
IS reported to be threat to sustainability of 
yield of both wheat and rice due to 
intensification of rice-wheat crop rotation 
[Pingali 1993; Huke and Huke 1992], Another 
factor reported to have affected yield under 
rice-wheat crop sequence is time factor. It 
is said that rice has to be harvested early in 
order to accommodate the wheat and short 
time available for turn around for planiing 
wheat leads to sub-optimal land preparation 
and use of other inputs - thus reduction in 
yield of both rice and wheat [Ahmed et al 
1992 and Islam et al 1992]. In this paper, 
after looking at the trend and importance of 
rice-wheat crop system, we discuss the 
problems and issues related to this crop 
system and examine its constraints, 
particularly in the Gangetic and trans- 
Gangetic plains regions, where rice-wheat 
farming is widely practised. 

Spatial Paiti.rns oh Rich-Wheat 
Production 

Rice-wheat crop sequence in India is 
estimated to be followed in an area of about 

9.5 million hectare. 95 per cent of which is 
concentrated in the five Indo-Gangetic states. 
These states have witnessed an increase in 
area under ricc-whcai crop system (RWCS) 
from 3.43 million hectare during early 1960s 
to 8.17 million hectare during late I980.s.^ 
In the total area under RWCS in the country 
state of Uttar Pradesh accounts for 45 per 
cent share followed by Bihar (17 per cent). 


Punjab (16 per cent), Madhya Pradesh (9 per 
cent), Haryana (5 pet cent) and West Bengal 
(3 percent). There is large inter-state variation 
in the coverage of area under rice-wheat crop 
rotation within the Indo-Gangetic region. 
This crop sequence accounts fur as high as 

78.5 per cent of the total rice area in Uttar 
Pradesh - implying that 78.5 per cent area 
under rice forms part of RWCS, followed 
by 72.8 percent in Punjab and (i5.7 percent 
in Haryana. In the predomi nantly nee growing 
state of West Bengal, rice-wheat rotation 
accounts for hardly 5.2 per cent of the total 
rice area as rice-pulse, ricc-inusturd and other 
crop rotations are more popular than rice- 
wheat rotation and wheat is a minor crop in 
the state. Conversely,entire wheat cultivation 
in West Bengal and 81 per cent in Bihar 
comes under rice-wheat rotation whereas in 
Haryana only 23.5 |)cr cent of wheal area 
in pul under paddy cultivation. These 
estimates show that wheat cultivation in the 
states of West Bengal and Bihar takes place 
mostly on rice growing lands while in the 
upfKirand trans-Gangetic plains regions like 
Punjab and Haryana where wheat is the most 
important crop, rice-wheat rotation covers 
relatively smaller proportions of total aiea 
under wheat. 

The incrca.sed importance of rice-wheat 
rotation in the Indo-Gangetic region can also 
be seen Irom the share ol RW(JS in net sown 
area. As against 9 per cent share in early 

1960.5 rice-wheat crop .sequence is now 
followed on about 22 per cent of net sown 
area (Table 2). 1 he highest concentration of 
this crop sequence is in Punjab where paddy 
followed by wheal is grown on more than 
one-third of net sown aica of the state. About 
one-fourth net sown area in UP and one-fifth 
in Bihar is allocated to paddy followed by 
wheat. 

Yield Trends and Technoi.ixjicai. 

POTENTIAI-S 

It IS often said that yields of rice and wheat 
in the Indo-Gangctic plains region haveeither 
reached a plateau or are declining. The factual 
position in this regard can be ascertained 
from the yield data presented in the Figures 
I and 2 and the growth rates presented in 
Table 3 which arc based on quinquennium 
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average yield during the pq^st-green revolution 
period beginning 1970-71 and ending 1994- 
95 

Except rice in Bihar the average yield 
during the quinquennium ending (QE) 1994- 
95 is found to be higher than any of the 
previous quinquennium. The data for 
individual years show that the highest peaks 
in yields of wheat and rice are recorded in 
1993-94or 1994-95. This refutes the a.sscition 
of plateauing or stagnation in yield of wheat 
and nee. 

Yield of wheat and rice have maintained 
an upward trend in Punjab and Haiy'ana even 
at a high level but there has been stagnation 
in rice productivity in Bihar even at a very 
low level, which is a causeof .serious concern. 
The results of national demonstrations by 
ICAR indicate there is a huge untapped 
technological potential for improvement in 
the yields of nee in all the states and the ratio 
of potential to actual yield is highest (3.5) 
in the case of Bihar. 

Growth rates in wheat yield have been 
erratic in West Bengal while Bihar witnessed 
acceleration m annual growth rate from 2.12 
between first and second half of 1980s to 
3 58 per cent in early 1990s over late I'OhOs. 
In almost all olhci cases the growth rates 
witnessed decline in the recent 
quinquennium. Leaving aside the growth 
rate in wheal in West Bengal and rice in 
Bihar lowest giowth rates arc cx|x;rienced 
in Punjab which also continued to face 
deceleration in growth in rice after late 1970s 
and in wheat alter early 198().s. 

The slow-down in growth in high 
productivity areas like Punjab can be 
attributed to leclinological ceilings. The area 
under high yickling varieties (HYVs) of rice 
reached saturation level in early 1980s and 
the crop also sullered due to problem of 
overexploitation of water in some parts and 
Its rising susceptibility todiscascsand insects/ 
pests - all these factors contributed towards 
slow-down in yield growth in Punjab. Wheat 
yield in Punjab, despite saturation in area 
under HYVs, continued to rise at a relatively 
high rate because of many factors. One, this 
crop IS least vulnerable to diseases and pests 
and Its irrigation requirement is much lower 
than rice crop. Therefore, the constraint 
imposed by declining water-table in the state 
though affecting rice yield adversely is not 
having significant impact on wheat yield. 
Moreover, in some districts irrigated area 
under wheat is still rising which is also 
contributing towards yield enhancement. 

Wheat yield in Haryana over time moved 
closer to the level prevailing in Punjab but 
the yield gap in rice between the two states 
continued to persist despite large 
resemblances in the production environment 
and the other relevant factors. The reasons 
for this and low growth rate in yield in 
Haryana arc: one, water constraint imposed 


by declining water-table is more severe in 
Haryana than in Punjab. Two, there .seems 
to be a large-scale shift in area from high 
yielding modem rice vanctics to basmati 
varieties^ which have lower yield potential 
but have become more remunerative due to 
fast rising demand for exports and from high 
income domestic strata. Basmati varieties 
also draws Ic.ss on natural resources like 
water. 

The hope for boosting and sustaining yield 
growth in high productivity areas like Punjab 
lays in technological breakthrough but no 
big breakthrough is yet in sight. Some notable 
successes ha vc been achieved in development 


of rice hybrids which give about 15-20 per 
cent higher yield compared to conventional 
high yielding varieties [Virmani, Khush and 
Pingali 1995J. Encouraged by the successes 
achieved by China in hybrid rice production 
four rice hybrids were released for 
commercial production for the first time in 
1994. It is envisaged to cover two million 
hectare area under hybrid rice by 2000 AD 
[Siddiq 1995). The major constraints facing 
hybrid rice production arc production of 
hybrid .seed, highly specialised management 
skills, proneness to insects/pests and diseases. 
Moreover, the preliminary results of on- 
farm trials indicate that in the northern states 


Tabie I: Shake of iNixi-OANOKTir ani> Other States in All-Inuia Area and Output of Rice 
AND Wheat, Triennium Ending 1994-95 


(Per cent) 


Stales 


Area 



Production 


Rice 

Wheat 

Both 

Rice 

Wheat 

Both 

Bihar 

II 

8 

10 

7 

7 

7 

West Bengal 

14 

I 

9 

16 

1 

9. 

UP 

13 

36 

22 

13 

35 

27 

Haryana 

2 

8 

4 

3 

12 

7 

Punjab 

5 

13 

8 

10 

22 

15 

Sub-Total 

4.5 

67 

.53 

47 

76 

60 

Orissa 

7 

2 

5 

6 

1 

3 

MP 

12 

16 

14 

7 

10 

9 

Others 

36 

15 

28 

40 

13 

t8 

Souri e Agricultural Statisiics at <i Glance, Directorate of Economic and Slalistics, MOA. COI, New 

Delhi, various issues. 






Table 2 

Aki-a Trfjid and Importance of Rice-Wheai Kotatiun in Indo-Ganuetic 

Region 






(Area: Million ha) 

States 

Area Under Rice-Wheat 

Rotation Area in 1986-90 

Roiaiion Area as Per 


Rotation 

as Per Cent of Total Area under Cenlof Net Sown Area 


19.59-61 

1986-90 

Rice 

Wheat 

1959-61 

1986-90 

Bihar 

0.57 

1.61 

36.80 

81.30 

7.10 

21.17 

West Bengal 

0.04 

0 30 

5.20 

100.00 

0 73 

5.62 

UP 

2.(X) 

4.30 

78.50 

48.20 

11 63 

25.00 

Haryana 

0.41 

046 

65.70 

23.50 

12 07 

1.3.21 

Punjab 

0.41 

1.50 

72 80 

45.70 

1092 

35.85 

Sub-Total 

3.43 

8 17 

44.60 

51 54 

9.07 

21.61 

MP 

0.75 

091 

17 90 

26.30 

4 66 

4.74 

Other slates 

na 

0 42 

8.90 

24. lU 

na 

0.52 

All India 

na 

9.50 

22.80 

38.90 

na 

6.87 


Source: Terence Woodhcadetal teds). Rice-Wheal Atlas of India, IRRI, CIMMYT and ICAR, 1994. 


Table 3. State-wise Growth Rates in Y'3ld of Whf>t and Rice Between Successive 
Qs'inouennium during 1970-71 to 1994-95 

(Per cent/annum) 

Period 

Bihar 

West Bengal 

UP 

Haryana 

Punjab 

India 

Wheat 

1971/75 and 1976/80 

-0 96 

-1.26 

3.50 

3.02 

2.27 

2.40 

1976/80 and 1981/85 

2.87 

2.10 

4 79 

3.02 

3.10 

3.98 

1981/85 and 1986/90 

2 12 

-1.96 

2.81 

4.44 

2.93 

3.14 

1986/90 and 1991/95 

3.5* 

1.40 

2.50 

3.26 

2.31 

2.93 

Rice 

1971/75 and 1976/80 

0..50 

1.31 

2.76 

6.73 

6.10 

1.76 

1976/80 and 1981/85 

0.23 

0.69 

4.92 

1.59 

1.82 

2.27 

1981/85 and 1986/90 

4.16 

5.55 

5.65 

0 15 

1.28 

3.25 

1986/90 and 1991/95 

-0.02 

3.19 

3.45 

1 66 

1.00 

2.64 


Source: Agricultural Statisiics at a Glance, Directorate of Economic and Statistics. MOA.COI. New ^ 
Delhi, various issues. : 

2 Indian Agriculture in Brief, Directorate of Economic and Statistics, MOA, COI, New Delhi, various 
issues. 
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Figuke 1: Quinquennium Average Yield of Wheat in iNuo-CANCitnc States, 1971-95 



perfoimance ot hybrid nee is no better than 


conventional HYVs. 

in states like Bihar and West Bengal which 
have not been able to covci their cniiie rice 
area by H YV technologies there esiMs huge 
potential to raise productivity by bringing 
more area under HYV seeds even under 
rainfed cultivation. In fact, hardly 25 percent 
of rice acra in West Bengal is said to be 
irrigated but the area under HYV rice is as 
high as 59 per cent (Table 4) which shows 
that HYV technology is being adopted even 
under rainfed situation. 

Though irrigation and HYV .seeds are 
considered among most potent .sources of 
productivity growth it is interesting to note 
that the state of West Bengal with only 25 
per cent of rice area under irrigation and 59 
per cent of rice area under HYV has performed 
better than Uttar Pradesh where 43 per cent 
of rice area is irrigated and 78 per cent of 
rice area is under HYV. There is a need to 
identify thediffercntial factors of productivity 
growth in rice in West Bengal. 

The available research findings indicate 
that varieties like Mahsuri for shallow water 
lowlands and Chalia as well as Jalmagna 
under semi-deep water condition in eastern 
Uttar Pradesh give two to three times the 
yield of commonly grown varieties. 
Similarly, Nagra, Mahsuri and SR-26 B in 
the rainfed shallow water lowland rice area 
and Jogen, Sahita and Pankaj under semi- 
deep water situations in West Bengal were 
found to yield more. But yields of some of 
these otherwise suitable varieties fluctuate 
widely from year to year. Also in Bihar, 
Birsadhan-lOl, Birsadhan-211 and BAU 
4045-10 in Chhotanagpur region and 
Jayashree as well as Rajashrec in rainfed 
shallow lowlands performed better than the 
popular varieties but tiie inter-farm as well 


Periods 

as annual variations in yields were quite 
high. 

Problems Confronting RWCS 

In the Gangetic and trans-Gangetic plains 
region ncc and wheat arc grown under diverse 
agro-climatic situations. The average annual 
rainfall ranges from 1.607mm in 24-Pat'ganas 
district of West Bengal in the lower Gangetic 
plains 7.nnc to 361 mm in parts of Haryana. 
There is also inter-zonal variation in rainfall 
within the Gangetic plains regions. In Punjab 
and Haryana, Inith rice and wheat crops are 
largely irngated, having more or less assured 
irrigation, the states of Bihar, West Bengal 
and Uttar Pradesh grow rice mainly under 
rainfed conditions. In the latter case rainfall 
also is often erratic, leading to either flood 
or drought at tunes .As a result, the yield 
levels are low and unstable. Conversely, 
wheat crop is largely irrigated in all these 
states. Further, while in Punjab and Haryana 
rice-wheat rotation is followed mainly under 
irrigated condition in the lower Gangetic 
plains region of West Bengal and Bihar it 
is popular under both irrigated as well as 
rainfed conditions. Accordingly, nature of 
problems confronting the rice-wheat system 
differ in different production environments. 

Water mma^emrni: The problem of water 
management in paddy-wheat system diffeis 
in nature and laagmiude between the lower 
Gangetic and trans-Gangetic Plains zones. 
In Punjab there has been a significant decline 
in the .area under waterlogging due to rapid 
growth in the utilisation of groundwater 
though tube wells [Chopra 1990and Ramesh 
Chand 1996] but the state is now facing a 
serious problem of groundwater depletion 
presu niabiy due to over-exploitation of water 
for rice-wheat cultivation. The water-table 
is reported to be falling annually by 30 to 


45 cm in the districts of Ludhiana, Patiala 
and Sangrur which together contribute 39 
per cent of rice and vvheat production in the 
state [DRR 1991). Similarly, in Kamal and 
other places in Haryana, though the 
magnitude of area under salt-affected lands 
has considerably declined there are signs of 
rapid depletion of groundwater which 
threatens the rice-wheat system (Chaudhury 
and Harrington 1993], 

In the eastern states of West Bengal and 
Bihar, however, the problem of waterlogging 
in kharif season, particularly in low-lying 
areas, is still very acute. It prevents the 
effective use of water for HYV technology. 
The problem is not so much due to irrigation, 
but because of heavy rainfall coupled with 
lack of drainage, inadequate water reservoirs 
and unfavourable topographic situations. The 
utilisation of groundwater in low-lying areas 
through tube wells or wells would probably 
reduce the problem of waterlogging but the 
erratic and inadequate power supply often 
prevents the farmers to use electric motor 
operated tube wells for the purpo.se. In fact, 
waterlogging in the kharif season and water 
scarcity in rabi .sca.son characteri.se the east 
India situation, in some upland areas of West 
Bengal and Bihar there arc however reports 
of groundwater depletion due to 
overexploitation of water, particularly in tube 
well irrigated areas. An integrated land and 
water management strategy involving 
consolidation of holdings land levelling, 
field channels, construction of adequate water 
reservoirs, water harvesting stnicturcs, stable 
power supply and conjunctive useof .surface 
and groundwater would be an answer in the 
context of water management problem in 
West Bengal and Bihar. In theca.seof Haryana 
and Punjab, where most of such problems 
do nut exist, judicious u.sc ot surface and 
groundwater is required through either pari ial 
modification in crop-rotation/cropping 
pattein or changes in the mode and pricing 
of water supply. It also needs to be seen 
whether effective functioning of gram 
panchayat or imgation .societies could help 
reduce the magnitude of water management 
problem. 


Tabie 4. Pi,R Ceni of Rice and Wheat ,^bea 
UNDER Irrigation and HYVs in the SELEtiED 
States, during 1991-92 


Sluc 

Area Irrigated 

Area under 
HYVs 

Rice 

Wheat 

Rice 

Wheat 

Bihar 

35.4 

85.5 

36.5 

80.8 

West Bengal 

24.6 

72 5 

59.0 

91.9 

Utlar Pradesh 

43.4 

89.5 

78.3 

93.9 

Haryana 

99.1 

97.6 

67.9 

89.8 

Puntab 

99 2 

96.1 

94.6 

98.9 

Orissa 

.35 6 

94.1 

55.9 

100.0 

MP 

20.1 

52.6 

56.7 

.50.9 

All India 

45 1 

80.1 

67.1 

84.1 


Source: Same as in Table 3. 
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Figume 2; Quinooennium Average Yield of Rice in iKno-CANGETic States. 1971-95 

4000 


3.500 


3353 



Declining soil fertility and factor 
producuvitv: There are reports of declining 
factor producliviiy under rice-based cropping 
systems, including rice-wheat system{Singh 
and Paroda 1993], It is felt that continuous 
rice-wheat rotation coupled with near 
omission of legumes in cropping pattern and 
decline in the use of compost and fannyard 
manures lead to decline in soil fertility and 
factor-productivity. For example, an analysis 
of soil test reports from Kamal for the past 
1.5 years shows a significant decrease over 
time in the nutrient status of soils [Mehta 
19901. However, as the recent data do not 
indicate any major decline in yield the 
question of negative impact of rice-wheat 
rotation on soil fertility needs to be properly 
investigated. As we have already seen from 
the yield data presented in Figures I and 2 
andTabIc i except few cases there is neither 
stagnation nor plateauing of yield curves. 
What is happening is deceleration in growth 
of yield of these two crops in some states 
which is being interpreted as decline in yield. 

Pests, diseases and weeds: It has been 
reported that due to continuous rice-wheat 
rotation, the intensities of pests, diseases and 
weeds increase. While Integrated Pest 
Management (IPM) strategy may be helpful 
it is necessary to develop appropriate plant 
varieties, which could be resistant to pests, 
diseases. and weeds, involving 
biotechnological and other procedures. 
Besides, it needs to be investigated wtether 
idtemative crop rotations involving the 
introduction of fodder and pulse crops in 
rice-wheat system would reduce the incidence 
of pests and di.sease5, without adversely 
affecting the yields and profitability. 

Socio-economic and infrastructural 
constraints: The socio-economic and 
infrastructural problems confronting the rice- 


wheat .system also varies widely from area 
to area. High wage rates of labour, non¬ 
availability of l,ibuurduring the peak periods, 
rising costs of chemical fertilisers and plant 
protection measures, low and non- 
progressi VC water rates and electricity charges 
are most widely cited constraints in the 
context of Punjab and Haryana. The socio¬ 
economic and infrastructural problems of 
farmers in ea.st India generally include (1) 
lack ot adequate capital/institutional credit, 
(2) poverty and indebtedness of subsistence 
farmers, (3) high incidence of unrecorded 
tenancy, as in Bihar, (4) fragmentation of 
holdings, (S) breakdown of participatory or 
collective approach to irrigation water 
management, (6) non-availability of quality 
seeds and other inputs and (7) inadequate 
access to irrigation, market and extension 
(Haque 1996). Therefore, different strategies 
need to be followed for solving the problems 
of rice-wheat system in different areas. 

Other environmental problems: The other 
environmental problems associated with rice- 
wheat system include(i) waterlogging related 
salinity, (ii) pollution of groundwater due to 
leaching of chemical fertilisers and pesticides 
and spread of diseases as a consequence and 
(iii) pollution due to burning of rice straw 
in many places. It has been estimated that 
nearly 5 to 6 million hectares of ncc land 
has environmental restrictions. 

Managerial inefficiency: Rice-wheat 
rotation requires a spcciaii.sed skill on the 
part of farmers for better yields and ecological 
sustainability. If they lack in that skill and 
fail to manage things properly, the system 
gets threatened. For instance, timeliness of 
sowing and other farm operations, 
maintenance of appropriate density of plant 
population, method and timeliness of 
transplanting as well as applications of 


chemical fertilisers and plant protection 
measures are important. Late wheat sowing 
due to late harvesting of paddy could be 
overcome through reduced tillage to reduce 
tum-around time, but it may increase the 
problem of insects and pests. Mechanised 
transplanting may help in reducing delay of 
rice establishment, but it is costly and also 
labour displacing. Shorter duration rice 
culti vars can allow earlier harvcsi and earlier 
wheat sowing but it reduces ncc yields. 
Similarly, the nutrient deficiency of soil could 
be partly overcome through periodic deep 
tillage to draw nutrients from lower soil 
layers. But, not only it is cost ineffective 
there are fears that use of heavy tractors may 
cause more compaction. Some of these 
techno-managerial aspects need to be further 
researched for perfection and appropriate 
.solution to the problem of rice-wheat rotation. 

Suggestions 

Improvement in irrigation water manage¬ 
ment system holds the key to sustainability 
of rice-wheat production in both ea.stem and 
northern states of the Indo-Gangetic plains 
regions. In the northern states of Punjab and 
Haryana, this could be achieved partly 
through modifications in crop-rotations, 
cropping patterns and partly through 
rationalisation or upward revision of water 
and electricity charges. In fact, progressive 
rates of water and electricity based on volume 
of use seems to be a better option than just 
arbitrary upward revision of fixed water and 
electricity rates. There is also a need to create 
social awareness among farmers for avoiding 
overexploitation of groundwater and to give 
only crop need-based irrigation. Village 
panchayal and other social groups can play 
an important role in this. In the statesof Bihar 
and West Bengal, efficient water management 
would require land improvement measures 
including consolidationofholdings, drainage, 
fieldcbannels. land Icvellingandconstiurtion 
of adequate numberof water tanks, etc. These 
tasks cannot be accomplished by individual 
farmers, therefore, participatory/collective 
approach to land and water management 
with exlcasion and initial capital support 
from government would be essential. Besides, 
alternative crop-rotations which are more 
suitable fur integrated land and water 
management and are more rewarding would 
have to be explored in both Gangetic and 
trans-Gangetic plains zones. In the eastern 
region apart from technological improvement 
the problems of low productivity and yield 
instability in rice-wheat require human 
resource development. There is considerable 
scope to raise yield and reduce instability by 
reducing managerial inefficiency, which 
plagues the rice-wheat system, through on- 
farm research and training of farmers 
regarding timeliness; improved methods of 
farm operations; proper useof inputs and by- 
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products' and conservation of natural 
resources. In addition, as part of integrated 
pest management (IPM) strategy, there is 
need for developing appropriate pest and 
rust resistant plant varieties for rice-wheat 
system in various agro-ecological zones, 
within the Indo-Gangetic plains region. 
Potentials of biotechnological innovations 
should also be explored in this regard. 

There is not convincing empirical evidence 
on declining soil fertility and land 
productivity due to continuous ricc-whcat 
rotation. While there is need for further 
research on this soil health needs to be 
maintained through integrated nutrient use 
.system involving balanced use of chemical 
fertilisers, application of micro-nutrients, 
green manure and conservation of organic 
resources and recycling of crop residues. 
The economic und ecological implications 
of introduction ot leguminous crops in rice- 
wheat rotation also needs to be properly 
studied. 

Strengthening of infrastructural facilities 
like irrigation, credit and marketing should 
be an es.sential component of any strategy 
for improving rice-wheat production in 
eastern India. Theexperience of 'Bangladesh 
Grameen Bank* in providing credit und that 
of pani panchayats in Maharashtra in 
providing water to subsistence farmers, are 
worth emulating in this regard. 

Since poor income position of subsistence 
farmers and high cost of chemical fertili.sers 
act as constraints to productivity growth in 
rice-wheat system in eastern India, the 
possibility of large-scale adoption of low 
cost bio-fertilisers and pcrina-culturc 
techniques would have to be explored. This 
would also lake care of the environmental 
problems associated with increa.sed use of 
chemical fertilisers and pesticides. 

Note.s 

1 See the abstracts of tiie papers in Inlenitilumal 
Symimsium <m Suslmning Rice Wheal Croppinn 
Sy-aein - Emrining Research Agenda, Ricc- 
Wheut Con.sottiuni forlhe Indo-Cangctic Plains 
in conjunction with .Second International Crop 
Science Congress. November 20, 1996. New 
Delhi. 

2 Under the prevalent system of reporting land 
use and crop area statistics, area under crop 
rotation is not collected due to which direct 
estimates of area under crop .sequence are not 
availiiblc. Some researchers (Hukc and Hukc) 
have derived the estimate of area under rice- 
wheat rotation by multiplying the minimum of 
area under rice and wheat in a given region 
(which sets the upper limit to area under roution) 
by a factor k (0<k< 1) which is obtained from 
sample data on area under the crop sequence. 
Alternatively, information available in satellite 
imagery is being used through computer 
mapping to prepare estimates of area under 
rice-wheat rotation. 

Though estimates of area under basmaii and noii- 
hasmati varieties for the state is not available 
the shift in favour of hxsmati varieties is reflected 
in the trend in lice area under HYVs which 


declined from 87 per cent during 1981-82 to 
74 per cent during 1991-92. The estimate 
available for the year 1992-9.) shows further 
decline to the level of SS per cent. Varieties 
other than HYVs in the state refer inasily to 
hasinati rice. 

4 Personnel communication with the scientists in 
Directorate of Rice Research, ICAR. 
Hyderabad. 
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Developing Agriculture in Gujarat 

A Strategic Perspective for Ninth Plan 

Bhupat M Desai 
N V Namboodiri 

This paper develops a strategic perspective on agricultural development in the Ninth Plan hy analysing the 
sector's contributions to the state's economy, its features, and its short- as well as long-run growth performance. 
The paper also suggests the kind of restructuring required in the new economic environment. 


CONVENTIONALLY agriculture is seen as 
a source of food and raw materials for the 
economy and its people. It is also seen as 
a source of income and employment. But 
what is overlooked m the former is that 
agriculture contnbutes to growth by providing 
a demand ba.se for other sectors. Similarly, 
what IS ovcrhwked in the latter is that though 
agricultuie’s ‘relative (i e, per cent) share’ 
in income and employment declines its 
‘absolute si/.e' incicascs. 

Though the data on agriculture’s demand 
contribution arc not available, it is quite easy 
to visualise this i ontribulion I rom the income 
that farmers and landless spend on their 
consumption that stimulates growth of other 
scctor.s/occupations such as industry 
(including agro-piocessing). trade, 
commerce, and transportatiiiii of 
commodities (including farm inputs), and 
services like banking, insuiance, education, 
and extension (Mellor and Lcle l‘J73 and 
Mellor I976|. But the data on both ’relative’ 
and ‘absolute’ si/,e ol agricvilture in the 
economy are quttc easily available. 

The ‘absolute si/,e’ of State Domestic 
Product (SDP, I e, value added) liom 
agriculture (at 1980-81 prices) m 1991 was 
Rs .L00() crorc as against Rs 2,357 croie in 
1971. Bui during this period the ‘relative 
size’ of agiicultiirc has declined. This is so 
toi Its share in SDP as well as total workforce. 

In 1991 the proportionsof SDP originating 
I rom agriculture and total workforce engaged 
in this sector were, icspectively, 27 and 56 
per cent. The corresponding in 197! were 
much higher at about 48 and 64 per cent. 
This suggests that Gujarat’s economy is 
undergoing a structural transformation from 
reducing its ‘relative dependence’ on 
agriculture for its income as well as 
employment generation. 

'This transformation seems to be much 
more rapid in the state compared to that in 
India ns the decline :n agriculture’s ‘relative 
share’ in the income as well as workforce 
is much more in Gujarat compared to that 
in India (Tttblc I). This may be attributed 
to the nature of industrialisation in Gujarat 
unlike in India being much more consistent 
with the ’textiles first’ strategy.' Such a 
strategy being more labour-intensive it 


generates more employment from the same 
amount of capital. It is also more clo.seiy 
linked to agriculture. Prominent examples of 
such industries arc cotton spinning, etc, 
hundlooms, textiles, edible oils, dairying and 
so on. Some of these industries were inherited 
from the historical process of development. 
Structural transformation would have 
accelerated moie had the state nbi prioritised 
industrialisation that centred around 
‘machinery first’ strategy^ as a part of national 
planning since the Second Five-Year Plan. 

While some of the preceding findings are 
a common knowledge what is not so common 
is two-fold contributions of agriculture and 
its people. One of these is that the demand 
contribution ot agriculture being both huge 
ami characterised by goods and services 
which :ire labour-i nlensi vc in their production 
would stimulate rural and employment-led 
economic growth. In other words this sector 
provides a demand ba.se for the rest of the 
economy which has multipliercffccls foi the 
development of the secondary and teriiaiy 
sectors at the local, regional and national 
levels. 

And second is that the development of 
agriculture is conducive to reducing the 
poverty ratio (i c. per cent of people living 
below poverty line- absolute ptiveriy) | Mclloi 
and Desai 1986. Ahluwalia 1986, Rao 1997 
and Desai and Namboodiri I99'’c|. The 
poverty ratio which had an increasing trend 
prior to Green Revolution (i c, 1957-58 to 
1968-69) witnessed a declining trend since 
then until 1987 [Ninan 1994 and Table 2]. 
In other words, technology-led agricultural 
growth that emerged after mid-1960s reduced 
the poverty ratio but the agricultural strategy 
that centred around only land reforms, 
intensive agriculture, and agricultural credit 
did not. This suggests that technical change 
in agriculture must be accorded the highest 
priority. 

Agriculture also contributes to the economy 
by providing even savings and foreign 
exchange (through import-substitution and/ 
or exports) (Daniwala 1991 and Johnston 
and Mellor 196i!. Prominent examples of 
import substitution are edible oils and 
foodgrains. while for exports they are castor 
and its derivatives, oil-cakes, mangoes, and 


cotton and garments. Moreover, what is 
important to recognise is foreign exchange 
contribution rather than just the exports. 

To conclude, Gujarat’s economy is 
undergoing structural transformation more 
rapidly though sustaining such a feature 
would require re-examining stale’s policy 
for industrialisation. This ptilicy must pro¬ 
actively centre around encouraging agro- 
processing industries which tend to be more 
labour-intensive and value added-oriented 
It should al.soemphasise larm input industries 
such as .seeds and feeds, frrti lisers and organic 
manure, pc.sticides, farm implements and 
machinery, and electricity as they enable 
achieving technological transformation of 
agriculture. Such a transformation also a.ssists 
in lowering tlje poverty ratio in addition to 
generating larger dcmand-ha.se. saving, 
investment, and foreign exchange contri¬ 
butions. Viewing agriculture that makes such 
contributions is fur more important than its 
role in feeding growing months. Does both 
short-run and long-run pctformance of 
agriciiltiirciustifyearlierstatedrcstrnctiinng 
of development policies? Bctorc this is 
answcreil we discuss the major features ot 
this .sector. 

Fi AUiKIS oh AoKK'UI Il'RI-. 

Agricultiiie in Gujarat icccives only one 
rainlall (south-west monsoon) from June/ 
July to .Scpiembcr/Oclober. Considering 
normal rainf ill there seems to be four distinct 
parts; t hey bi'i ng .soul hem di stricts of Val .sad, 
Dangs, .Surat and Bhanich with high and 
more assured rainfall; central districts of 

Table |- Shares op Primary Sector* in 

Naiionai. Income and Workporct in Gumrax 
AND India 1971 and 1991 

Shares 1971 1991 ~ 

(Pel Cent ) in Gujarat India Gujarat India 

.State doiiieslie 

product 47.6 4.5.8 27.4 32.9 

Stale workforce 64 5 72 6 56 2 67 4 

* This includes agnciillurc, animal husbandry, 

fisheries, lorcstry. and mining. 

Source: Soi io-Economic Review, Gujarat Slate, 
1975-76 and 1995-96. Directorate of 
Economics and Statistics, Government 
of Gujarat. 
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Vadodara, Panchmahals, Kheda and 
Ahmedabad with medium and iess assured 
rainfall; northern districts of Gandhinagar, 
Sabarkantha, Mehsana and Banaskantha with 
lower and less assured rainfall; and Saurashtra 
consisting of Kutch, Jamnagar, Rajkot, 
Bhavnagar, Amreli, Junagadh and 
Surendranagar districts with scanty and more 
irregular rainfall. 

Agriculture in all these districts is well 
diversified with cropping pattern that is quite 
suitable to agro-climatic conditions (Sheikh 
and Patel 1996]. It is also combined with 
livestock farming. Fisheries is quite common 
in thec6astal districts, while forests are dense 
mainly in the southern districts. Agriculture 
is sm^l-scale and becoming smaller-scale 
over time mainly due to population pressure 
and inadequate growth of off-farm 
employment and income opportunities (Table 
3). 

Average operational farm si7.e was 2.93 
hectare In 1990-91. About 52 per cent of 
holdings were with less than 2 hectare and 
they operated about 18 per cent of land. 
Another 25 per cent were with 2 to 4 hectare 
and operated about 24 per cent of land. Over 
time the .shares of these marginal, small and 
semi-medium holdings arc increasing, while 
those of medium and large holdings are 
declining fTablc3). In 1990-91 large holdings 
with more than 10 hectare accounted for 
about only 3 per cent and controlled about 
19 per cent of operated area. Thus, farmers 
with 2 to ID hectare accounted for about 45 
per cent and operated as much as 63 per cent 
of land in 1990-91 (Table 3).-^ 

The change in operational landholding 
distribution wits facilitated by among other 
factors land reforms which emphasised 
tenancy law of “land to the tiller” and to an 
extent land redistribution. But given that 
concealed tenancy seems to be quite common 
it may be desirable to legitimise tenancy. 
This is particularly because most of the tenants 
are smaller and semi-medium holders 
[Sharma 1997]. Similarly, implementation 
of land consolidation policy would be 
desirable especially for the marginal and 
small farmers. For the same reason the ceiling 
on land ownershi p may not be much changed. 
Two additional reasons for this are that the 
available surplus land may not be adequate 
to meet the needs of the smaller farmers, and 
scale economics in agriculture are 
insignificant [Sharma 1997 and Rao 1997]. 
But the existing ceiling laws must be 
expedited for their implementation [Desai 
1997], 

Over lime irrigated farming is becoming 
important; irrigated area being 27 per cent 
in 1990-91, while it was only 7 per cent in 
1960-61. Gujarat has develop^ about 65 per 
cent of its irrigation potential. Very large 
part of this is from groundwater which has 
rapidly ^veloped in central and northern 


districts. Since now available unexploited 
potential is largely for surface irrigation 
system both watersheds and major and 
rnedium irrigation development acquires a 
very high priority. Equally important would 
be conjunctive use of water in existing 
command areas of irrigation projects and 
better utilisation of available water from 
these projects. Gamering both of these is 
highly critical for future increases as well 
as stability in agricultural production. 

Commercial orientation of cropping pattern 
in Gujarat is long known. While in the past 
this was largely associated with cotton, 
groundnut, and tobacco, now it is more 
associated with oilseeds, paddy/rice, maize, 
wheat, sugar cane, some pulses, fmits and 
vegetables, and milk. Between 1966-69 and 
1990-93 the share (i e, per cent) of area under 
the latter group of crops has increased, while 
that under cotton, tobacco, jowar and bajra 
has declined (Table 4). 

Except forjowar HY Vsof other four cereals 
arc quite popular. Considering the period 
from 1980-81 to 1992-93 about two-thirds 
or more of the area under bajra, paddy/rice 
and wheat was under HYVs, while the area 
under HYV maize accountcti for only about 
44 per cent. Adoption of HYVs is most stable 
for bajra followed by that for wheat, paddy/ 
rice, maize and lastly forjowar (Tabic 5). 
This may be because the available HYVs for 
bajra and wheat are perhaps more suitable 


than for other crops. HYVs of cotton and 
castor seed are alsocommonly grown. Similar 
is perhaps the case with improved varieties 
of rapes^ and mustard, groundnut, tur, and 
gram. 

Fertiliser use per hectare continuously 
increased in the .second half of 1980s till 
1991-92. In the two years that followed it 
declined though in 1994-95 it again increa.sed. 
But the NPK ratio which was improving got 
adversely affected since 1991 -92 when prices 
of P and K unlike N fertilisers were 
decontrolled and the policy for fertiliser 
subsidy turned uncertain and ad hoc (Table 
6). The number of pumpsets and tractors 
each per 10(X) hectare of net sown aica 
increa.sed significantly. The share of electric 
motors in total pumpsets has also exhibited 
similar behaviour. Even in fisheries the 
process of mechanisation shows such trends 
(Table 7). 

To conclude, neither the commercial 
orientation nor the adoption of new 
technology seems to have been adversely 
affected even though agriculture is highly 
weather-dependent and smaller scale m its 
operations. Considering that change in crop/ 
Varietal pattern implies pnxluct innovation 
as well as use of modern inputs like HYV/ 
improved .seeds, fertilisers, moie efficient 
irrigation-water and mechanisation 
agriculture is technologically moredynamic. 
This process seems to have been adversely 


Tsbli. 2' Poverty Ratio of Rural, Urban and Entire Population in 1970 71. I9tit, 

AND I9K7-H8 


(Pi’ireniuKf) 


Details 


1970-71 


19K3 I9S7 XX 


Rural 

Urban 

Entire population 


.S7.76 (S7..tt) 
son (4S.89) 
SS67 (5.S.0.S) 


.t6..S2 (49.02) 
17 74 (IX ni 
36.6.S (4()46) 


41 57 (44.88) 
l.S 80 (.1(1 S2) 
40 (iS (47 70) 


Figures in brncket.s arc for all-India 

Source' “Declining Incidence of Poverty in the 1980s”, B .S Minhas, L R Jam, and .S D Tcndulkai. 
Economic iind Political MVek/y. July 6-13, 1991 


Table 3; Distribution of Operational Holdings (in '(KIO) and Area (in '(XX) ha) by Oeratlinal 
Farm Size 1970-71, 1980-81, and 1990-91 


Operational 


1970-71 



1980-81 



1990-91 


Farm Size 
(in Ha) 

Per Cent of 
Operational 

Average 

Opera¬ 

tional 

Area 

(Ha) 

Per Cent of 
Operational 

Average 

Opera¬ 

tional 

Area 

(Ha) 

Per Cent of 
Operational 

Average 

Opera- 

t.una! 

Area 

(Ha) 


Holdings 

Area 

Holdings 

Area 

Holdings 

Area 

Up to 1 

23.80 

3.00 

0.52 

24 27 

3.72 

0.53 

26.28 

4.75 

0.53 

(marginal) 

I.OI to2.00 

19 07 

6.81 

1.47 

21.67 

9.20 

1 46 

26.07. 

13.05 

1 47 

(small) 

2.01 to 4.00 22.81 

(semi-medium) 

1.5.97 

2.88 

24.68 

20.62 

2.88 

25.31 

24 43 

2.83 

4.01-10.00 

24 70 

37.77 

6 28 

23.41 

41.65 

6.14 

19.03 

.38.91 

5.99 

(medium) 

10.01 imd 
above (large) 

9.62 

36.44 

1.5..57 

5.87 

24.80 

14.57 

3.36 

18.86 

16.43 

All 

2433 

(100) 

9999 

(100) 

4.11 

29.30 

(100) 

10105 

(100) 

3.45 

3516 

(100) 

10293 

(100) 

2.93 


Source. Statistical Outline of Gujarat (various issues). Directorate ol Economics and Statistics, 


Government of Gujarat. 
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affected in early 1990s in the wake of ad ht)c, 
inappropriate and unsustained agricultural 
policy environment and especially for 
fertilisers |Narayan cl al 1997 and Dcsai 
1997). Since many of the inputs in agriculnire 
are complementary such an environment for 
one input also creates problems for realising 
full potential of technical change. Whether 
this is so or not is addressed next before 
analysing the long-run growth performance 
of agriculture. 

Short- ano Long-Run Growth 
Periormancu 

Short-Run 

This is studied for five years preceding 
reforms and four years of reforms for which 
data are available. The former unlike the 
latter period includes even one drought year 
of 1987-KS and hence the comparison would 
nol be unduly biased against the retorm 
jieriod. 

Agricultural growth performance is largely 
governed by (relative) price and non-price 
factors that include HYVs. fertiliser, 
irrigation, electricity, government expen¬ 
diture on the .sector and agricultural credit. 
Table 8 gives relevant data on these factors 
and alsoon agricultuic’s growth performance. 
In post-icform period growth of agriculture 
was much lowci ilcspite improvement in 
relative prices (i c, baiter terms of trade) for 
this sector which were iilready favourable 
(Table 8). This is contrary lo what some 
advocates of refornis have argued |Singh 
1995 and Ahluwalia I99()]. This advocacy 
suggests that reduci ng protection to industries 
would improve terms of trade for agriculture 
with con.scquent improvemeni in the growth 
of this sector. 

While reducing protection to industries is 
dcsirableand Icgitimatcitsfavourabicimpact 
on agriculture through price mechanism is 
questionable. This is because aggregate 
agricultural supply is pricc-inclastic on 
account of land supnly being fixed, resource 
specificity in agriculture and lower input 
intensity IDantwala 1967, Mellor 1966 and 
1976, Krishna Raj 1967, Desai and 
Namboodiri 1997a and Mungekar 19971. 
Moreover, remunerative agricultural prices 
do not necessarily improve growth in the use 
of modern inputs in which the new technology 
is embodied [Narain 1977 and Dantwala 
19671. Such prices are a necessary but not 
a sufficient condition [Rao 1997 and Desai 
and Namboodiri 1997a]. Table 8 clearly 
shows that these prices have induced growth 
in the adoption of HYVs and electricity but 
not in fertilisers, irrigation and government 
expenditure on agriculture in the post-reform 
period. This imbalance in the use of various 
inputs is not desirable as they have high 
degreeof (technical) complementarity. Such 
a process seems to have lowered agricultural 


growth; the annual compound growth rates 
in food crops production, non-food crops 
production and in SDP from agriculture in 
constant prices were, respectively, 2.13 per 
cent, 15.19 per cent, and 1.15 per cent in 
post-reform compared lo the corresponding 
growth rates of 15.08 per cent, 18.03 per 
cent, and 5.19 percent in pre-reform period.^ 
These findings suggest that the decline in the 
production of food crops which has lion's 
share in crop pattern and output in general 
is so sharp that it has reduced the value added 
(i e, SDP) growth of agriculture by more than 
4 per cent in post-reform period. In other 
words, the real agricultural incomes in this 
period have dipped significantly and that too 
on a wider sctilc. 

To conclude, while reforms seem to have 
desirable impact on relative prices for 
agriculture,-’’ it by itself cannot be the engine 
of agricultural growth. This is bccau.se this 
growth is largely governed by technological 
opportunities that gel developed by a 
sustained role of agricultural research and 
extension in addition to the farm input 
industries. It .seems this role which got 
decelerated in the latei period of Green 
Revolution was further adversely affected m 
the wakcof earlier .stated inappnipriate policy 
changes for agriculture. Question is whether 
the long-run performance of agriculture 
provides any policy-direction for this role in 
future. To tins we address next. 

Long-Run 

This is studied first by reviewing sources 
of growth in total production and value added 
and then by analysing sources of growth in 
land productivity. The former is self- 
explanatory. But the latter is because in a 
land scarce country improvements m land 
productivity arc critical fortcchnical change 
and form basis for increases in larni incomes. 


Table 4: Cropping Pattern for Trif.nniom 
FNOiNc. 1966-69. 1976-79, l9tl6-89 and 
I99<»-9.T 

tPercenlage lo gross cropped area) 


Crops 1966-69 1976-79 1986-89 1990-93 


1 Pnddy/ricc 

4.90 

4.49 

4.88 

5 28 

2 Jowar 

12 84 

9 90 

7.67 

4.35 

3 Bapa 

16.16 

14 01 

12 44 

11 09 

4 Mai/c 

241 

2.71 

3 24 

3.35 

5 Wheat 

4 9.S 

6.48 

4 05 

5..39 

6 .Small millet 1.37 

1.18 

0.90 

0.32 

7 Total 

cereals 

43 4.S 

39 32 

33.63 

31..32 

8 Gram 

0.37 

0.68 

060 

1 12 

9 Tur 

0 89 

1 11 

3 44 

3.74 

10 Other 

pulses 

2.82 

2 82 

2.84 

3.65 

11 Total pulses 4.00 

4 61 

6.87 

8.51 

12 Total 

foodgrains 47..‘i3 

43 93 

40 51 

.39.83 

13 Groundnut 

18 92 

18 84 

16 46 

17.14 

14 Castorsced 

O.SO 

0.93 

1.64 

2.88 

I.S .Se.samum 

1 21 

1.07 

1 31 

2 40 

16 Rapc.sced 

and mustard 

0 41 

0.90 

2.12 

3.00 

17 Total 

oilseeds 

20‘Ml 

21 .(K) 

21 71 

26.39 

18 Sugarcane 

0 ..tt) 

O.M 

0.86 

1.13 

19 Potato ■ 

0.04 

0.08 

0.12 

0.17 

20 Banana 

0.12 

0 17 

0.07 

0.18 

21 Papaya 

1)01 

0 01 

0.01 

001 

22 Sweet 

potato 

0 0) 

0 01 

0(X) 

0.(X) 

23 Fruits and 

vegetables 

na 

na 

na 

1 03 

24 Colton , 

16 31 

16 9 .S 

11 13 

9 95 

2S Tobacco 

0 76 

0 .8) 

0 67 

0.00 

26 Dry Chillis 

0 22 

0 14 

0 12 

0 15 

27 Total of 

18 lo26 

17.77 

18.73 

13 02 

12.63 

Gross cropped 
urea 

('IX«)h.D ll)2l^6 

104.S0..S 

9514 3 

107.50.7 


(100) 

(KX)) 

(100) 

(100) 


na - not available 


Sourer listiiiiates of Area and Production of 
Principal Crop.s in Indiatvanous issues), 
Dircetorale ol Economics and .Statistics, 
Govcrniiicnl of India 


Tarii S Coverage of HYVs for Five Cerfal Crops, 1980-81 to 1992-9.1 


Years 


PercciiliEC of Area Under HYV lo Area Under 



Hajra 

Wheal 

Paddy/Kice 

Marre 

Jowar 

1980-81 

79.63 

76 99 

53 (M 

35.46 

7 69 

1981-82 

78.39 

^9.23 

53 93 

27.81 

6 60 

1982-83 

84 95 

70.17 

66.81 

.37.10 

12.40 

198.3-84 

•82 13 

67 74 

.59 87 

33.54 

9.36 

1984-85 

86 15 

66 96 

60.61 

32.01 

8.86 

198.5-86 

76 23 

57 79 

49.91 

50 16 

12.08 

1986-87 

78 83 

66 84 

62 95 

4166 

13.04 

1987-88 

48.18 

49 85 

50 20 

35.67 

22.66 

1988-89 

84 It) 

8.3 39 

83..59 

63.94 

.39.11 

1989-90 

81.09 

92 17 

81 (X) 

43..54 

39.29 

I9«>0-91 

78.05 

85 T9 

81.06 

57.38 

35.87 

1991-92 

77 06 

.58 82 

74.52 

56.14 

37.57 

1992-93 

82.44 

71 43 

75.00 

6005 

28.77 

Mean 

78 25 

70 48 

65.58 

44.14 

21.02 

Cuefftcieiit of variation 

II 72 

16.05 

1800 

25.97 

60.53 

Annual compound growth 
rale (per cent) in IIYV areas 

-0.72 

■^1.29 

4 65 

7.58 

8.53 


Annual compound growth rates in this and other tables are computed from estimating a trend equation 


of the form log y = a -f bt 

Source: Fertiliser Siaiisiics, various issues. Fertiliser Association of India. New Delhi 
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The annual compound growth rate in 
State Domestic Product (in constant prices 
of 1980-81) originating from agriculture was 
3.23 per cent in the early period of Green 
Revolution (i c, 1968-69 to 1981-82). This 
was more than twice the growth rate of 1.49 
per cent in the later period (i c, 1981-82 to 
1990-91) (Sawant and Achutan 1995J. 
Moreover, it was significantly more than the 
population growth rate of about 2 per cent. 
That the “.sustained acceleration” in per capita 
income growth of agriculture acts as a 'turning 
point’ 1s well indicated by the experiences 
of countries like South Korea, Taiwan, 
Thailand and Malaysia [Rao I997J. 

The deceleration in agricultural growth in 
the later period of Green Revolution is also 
borne out from the analysis of sources of 
growth in production of foodgrains, and four 
major non-foodgrain crops, namely, 
groundnut, cotton, rapeseed and mustard, 
and tobacco (sec Table 9, and Sawant and 
Achutan 19951. Table 9 also shows that in 
both the periods per hectare yield was the 
most important source of production 
growth except for rapeseed and mustard 
which IS a new crop in Gujarat. These esti¬ 
mates arc derived after taking into account 
the weather effects. Furthermore, the 
deceleration or stagnancy in the growth of 
production of foodgrains is also indicated by 
the negative rather than positive impact of- 
time trend (.Sawant and Achutan 199.11. 

While weather has played some role for 
this deceleration, it seems to be also associated 
with three other factors: 

(1) The available new varieties seem to 
have lost their genetic potential (Sawant 
1997). As a result even when farmers use 
market purcha.scd new seeds (which they do 
so tnorc infrequently) they do not seem to 
accelerate productivity and production. 

(2) Some of the other inputs that have 
witnessed significant growth also therefore 
have lower efficiency. This is aggravated 
further when the u.sc of the.se new inputs is 
not adequately combined with the scientific 
knowledge in their application. And 

(3) The shares of government expenditure 
on agriculture, irrigation, and electricity 
have declined in 1980s. Neglect of these 
expenditures implies not only foregoing 
opportunity to increase production and 
productivity but to also stabilise weather 
induced tiuctuations to which agrictilture in 
the .state is more prone. This relative neglect 
of agriculture is also suggested by the .analysis 
of deceleration in the growth of land pro¬ 
ductivity that follows. Before this is pursued 
we analyse the growth in crop production, 
milk and other livestock products, and 
fisheries production. 

Considering 21 major crops that account 
for about 80 per cent of cropped area the 
production grotwh was 5.37 percent annually 
compounded during the pcritxl immediately 


following the Green Revolution (i c, 1966- 
69 to 1976-79). This growth rate receded to 
3.48 per cent by 1986-89 but again increased 
to 4.78 percent by 1990-93. Even the annual 
compound growth rates of foodgrains 
production exhibited similar behaviour in 
addition to being lower; these are 4.24,0.75 
and 2.02 per cent respectively for triennium 
ending 1976-79, 1986-89, and 1990-93. 
These growth rates were facilitated by the 
earlier stated process of technical change, 
land reforms, and agricultural credit among 
other factors. 

Inland fish production growth dunng 1966- 
69 to 1976-79 was 1.71 per cent per annum. 
This increased to 3.10 per cent during 1966- 
69 to 1986-89 and further to 5.42 piv cent 
during 1966-69 to 1990-93. The coriespon- 
ding for the marine fish production were 
4.94, 5.10 and 6.11 per cent. The higher 
growth rates in more recent years were 
facilitated by a concerted thmst on fisheries 
sub-sector that encouraged modern fishing 
methods, marketing and processing that were 
aided by agricultural credit and government 
investment and othci policies. 

Even the growth rate.s of livestock products 
arc significant; they being 6.05 per cent lor 
cow milk, 4.70pcr cent fur buffalo milk, 3.12 
per cent for dcsi eggs, and 10.88 per cent 
for improved eggs during 1980-81 to 1991- 
92. But the growth rate in wool production 
during this period was negative ai 1.90 pei 
cent per annum. The tindings suggest that 
animal husbandry sub sectorotherthan sheep 
rearing seems to have received grcatci 
attention. Future policy should correct this 
imbalance especiali) because sheep rearing 
in some parts of Saurashtra is very iiiipoitant 
economic activity. 

The high growth rates of milk (iroduction 
arc largely associated with farmers' veiiu. ally 
integrated milk co-opcratives. These co¬ 
operatives ptovidc assured maikcting ,tnd 
processing facilities in addition to milk prices, 
veterinary .services, c.ittlc feed, etc. Govern' 
ment investment tor the development of 
livestock sub-sector seems to h;ive fructified 
much better as it has achieved more broad- 
based access to growth opportunities through 
these Co-operatives. In more recent years 
both Government Animal Husbandry 
Department anti Cooperatives have empha¬ 
sised improvements for the livestock pro¬ 
ductivity through better breed, extension 
.service, vetcr.iary aid and cattle teed and 
fodder. This backward linkage requires 
sustained and broad-based attention as growth 
rate in milk productivity of buflalo which 
is more commonly reared is much lower; it 
being 1.24 per cent as against 3.19 per cent 
for cow. Similar needs to be done foi poultry 
farming which has also low productivity 
growth rate of about I jicr cent per annum. 

Following the methodology for 
decomposition of land productivity evolved 


by Narain 1977,1'abic 1U presents that it can 
be classified into pure yield, pure crop- 
pattern, pure location and interactive effects 
among them. Following findings- may be 
highlighted from Table 10. 

(1) In both pre- and post-Green Revolution 
(CiR) periods pure yield effect dominated in 
increasing land productivity. It accounted 
for about 70 per cent in pre-GR as agaiast 
over 75 per cent in post-GR period. 

(2) In the two periods immediately 
following GR pure yield effect was 
overwhelmingly large but in the more recent 
period of eaily 1990.s though the pure yield 
effect was the single largest source of growth 
the interaction of yield with crop-pallem as 
well as location was also highly signiUcaiit. 

(3) These interactive eflects sugge.st that 
technical change seems to have diffused to 
more numIxTof crops and geographical areas. 
Indeed, ihe.se eflects m post-GR period arc 
much more important than eiiher pure crop- 
pattern or pure location eflects especially in 
more recent years, and 

(4) In the early period ol GR (i c, 1966- 
69 to 1976-79) the annual compound growth 
rale in land producli viiy was as high as 4.67 
per cent. Bui this declined to 0.90 per cent 
in late 1980s Ixjfore inereasme to 2 19 ]icr 
cent in early I990.S. .Such tendency of growth 
rates in land produciivity holds lor most 
crops. Only exceptions arc wheat, sugaicanc 
and dry chilhcs in whose case there wtis 
increasing trend, vhilc in the case ol 
gtoundntil it had a decliiiiiig tendency (Tabic 
ID. 

Two major iiifeiences may be drawn from 
the preceihnp findings. One is that Gu|aral’s 
agriculture has witnessed technical change 
that is (lerhaps iiioic buuul-bascd. And two. 
in more recent period the distinction bciwccn 
intensive agriculture anil technical change 
seems lo have blurred with consequent lower 
growth rate in land productivity Que.stion 
arises as to how this di.slinction could be 
restored. 


Tabu- 6 FrRiiLisrR llsi- iN+P+K) PhR 
liriTARi or Gross Cropitd Ari-a ami NPK 
Raiio, I986-X7 lo lyya-o.s 


Years 

N-rP+K pel 
Hectare 
(Kg)* 


Ralio *» 


N 

P 

K 

m6-8T~ 

41.(1 

1 

0.44 

0.14 

19K7-S8 

35 1 

1 

0.41 

0.11 

19KS-89 

60.1 

1 

0.38 

0 10 

I9K9-90 

64.8 

1 

0.49 

0.11 

1990-91 

66.1 

1 

0 50 

0 13 

1991-92 

69 5 

1 

048 

0.13 

1992-93 

64 8 

1 

0..36 

0,08 

1993-94 

62.4 

1 

0 33 

0.08 

1994-95 

75 8 

i 

0.34 

0.09 


Annual compound growth rale is 6.93 per 
cent 

•* A desirable ratio ks 1 : 0.50 :0 25 
Source. As in Table 5 
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essential to state that teclinicai change unlike electricity have declined in 1980s and 
land rcfomis or agricultural credit or price particularly in the second half of the decade 
incentt ves is both a necessary and sufneiem of eighties. But the shares of this expenditure 
conditton lor agricultural growth and removal on rural development, industry and minerals, 
ol absolute pomlv. Technical chanac is a and social services ha vfi j n ergaypa 


FiiTiiRt Agricliltural Grow I II Strati-gy 

Three options for this strategy arc extensive 
farming, intensive agriculture, and techno- 
lo gical ch gqge.-Extensiv e tanning has a 
limited scope now as land frontiers are more 
or less exhausted. Intensive agriculture is 
agro-economically unsustainable as it 
improves productivity at diminishing rate 
and creates pressure on natural icsources. 
This ari.ses from land being cultivated more 
and more or fertili.sers being used more and 
more on the same piece of land or irrigation- 
water being applied more and inure on the 
same crop. 

But technical change enables improving 
productivity fiom the same resources. In 
other words, it implies more output from the 
same level of all inputs or same output from 
reduced level ol input costs (I’igure 1) While 
data to validali; tlii.s foi Gujarat are not 
available. all-India studies suggest that such 
technical change has <)ccurrccl.'’These studies 
also show that liiis change in total factor 
pioductivily has leceded in the later period 
of Green Revolution j.Sidhu ct al 1992, 
Roscgrani ct al 1W2 and 1994, Kumar et al 
1994, Desai 1994 and Miuthynjaya et al 
1994 and 1995) This is oven sugge.sted by 
the findings on land piodiiciivity changes 
both at me all-India level |Dcsai and 
Nainboodin 1997b | and at the level ofOujai at 
stale as was seen earlier. This gives a 
credibility to the advocacy for restoring the 
eflieicricv of cailier period of Green 
Revolution. 

Such total factor prodiiclivily gains have 
been achieved by developing new varieties 
combined with the vigorous implementation 
ol new knowledge and other complementary 
inputs and services such as seeds, fertilisers, 
irrigaiion-water, niiKlerii farm equipment, 
and credit. In the current and future context 
of agriculture it would also require integration 
of sccd-cenired new technology with 
resource-centred new technologies. Two 
illusiraiions ma^ he provided: (I) when 
fertiliser is used it be combined with not only 
organic manure but also with appropriate 
method and equipment for application in 
addition to other complemcntai y inputs; and 
(2) application of in igation-watcr from canals 
be combined with appropi latc drainage and 
Field channels, and wher. it is from wells it 
becomijined with more efficient mechanical 
pumping devices, such as electric motors, 
sprinklers and drips, apart from other 
complementary resources [Desai and 
Namboodiri !997b|. 

Future tasks of promoting technical change 
would be more complex but not unachievable. 
They would also require making hard choices 
for government expenditure for agricultural 
development and development in general. 
Before discussing some illustrative 
rationalisation for this expenditure it is 


necessary condition becau.se it averts a trap 
into Ricardo's Law of Diminishing Returns, 
It IS al.so a sufficient condition because it 
enables achieving increases in production at 
reduced unit cost/prices in real terms (i e, 
in constant prices) which benefit the poor 
most.^ But neither of these two is ensured 
by land refonns or agricultural credit or 
product price support. 

As slated earlier the shares of government 
expenditure uii agriculture, irrigation, and 


significantly. These trends (except for 
irrigation) have continued in early 1990s 
(Table 12). This shift especially away from 
hard core agriculture to rural development, 
.social .service and to an extent industry that 
would create production and income 
generating potential mainly in the long run 
may have created problems related to 
agricultural growth and even overall growth. 
Thus, the future allocation for agriculture, 
irrigation and watersheds, and rural 


I’abu 7- Mi-chanicai and iMfRuvEU Farming Dlvices in Agriculture and Fiswrigs, 
l%l. 1972. 1982, AND 1988 


Years 

Piiinpscis Per Per Cent of Tractors Per 

1000 Hectare RIeetrie Motors* KXX) Hectare 
ol Net Sown lo Total of Net Sown 

Area* Puinpsels Area* 

Per Cent of 
Iron Ploughs 
to Total 
Ploughs 

Per Cent of 
Mechanised 
Boars* to 
Total Boats 

1961 

12.92 11.81 0.33 

9 14 

17.78 

1972 

43.01 11.46 0 98 

12.62 

24 43 

1982 

58 89 30.50 2.93 

26 16 

.36.80 

1988 

73.59 31.74 5.09 (6.72**) 

31..32 

43 88 




(58 02**) 

* Annual compound growth rules tur electric iiioturs, tractors and mechanised boats ore 4.38,8.66, 

and 9 68 resfieclivciy fur the period of 198()s. 



*♦ Relates lo 1993 



Sotinex (1) Sti< to-ecimi>mi( Review, Gujarat Stale, Directorate 

of Econumics and Statistics, 


Guvemiiicnt of Gujarat, 1996 




(2) OiijaiulFixlienexStali.uia!, 1993-94.OfriccortheCommissionerufFisheries(.Statistics 


blanch), Covenimeni of Gujarat. 




Table K: Agricultural Performancl in Pre- and Post-Reform Periods 



IX'tails 

Pre-Reform 

Post-Reform 



1986-87 lo 

1991-92 to 



1990-91 

1994-95 

1 

Annual compound growth rale (per cent) in 



l.l 

index ol food urop.s production 

15.08 

2.13 

1.2 

Index of non-food crops production 

18.03 

15.19 

1 3 

SDP lvalue added) from agnculture in 1980-81 price.s 

.5.19 

1.15 

2 

Average of Index of Wholesale Prices of Agriculture 




to Index of Wholesale Pnees of Manufacturing 




(I c. Terms of Trade for Agriculture with 1981-82 base) * 

108.45 

113.48 

3 

Annual compound growth rale (per cent) in these relative 




prices for agriculture 

-1.08 

0.07 

4 

Annual compound growth rates (per cent) in 



4.1 

HYVarca 

1221 

25.21 

4.2 

Fertiliser use 

16.97 

2.64 

4.3 

Gross irrigaled area 

8.28 

3.53 

44 

EIccincity use in agnculture 

10.25 

13.87 

S 

Annual compound growth rates (jicr cent) in 



5.1 

Governiiienl expenditure on agriculture and rural 




development in 1980-81 paces 

6.63 

-0.64 

.i.2 

Government expcndilure on agriculture in 1980-81 paces 

7.15 

-0.57 

6 

Annual compound growth rales (per cent) in 



6.1 

Co-operative credit issued during the year in 1980-81 prices 

-0.45 

4.16 

6.2 

Co-operative credit outstanding in 1980-81 prices 

2.70 

1.67 


Ideally this baner terms of trade should be measured by considering farm harvest prices that farmen 
receive .ind retail prices that they pay. But it could not be considered due to non-availability of data. 
Morcoever, wholesale prices of agnculture are for rice, wheal, jowar. bajra, tur, groundnut, sugar 
and gur in Gujarat, while wholesale prices for manufactured good.s are considered for all-India os 
the data on these prices for Gujarat are not aval table. The crops considered account for about 60 per 
cent of gross cropped area as data on other crops are not available. 

Source.'i: (I) As in Tables 1. 3, and .S 

(2) Development Piogrammcs, various Years, Planning Division. Government of Gujarat. 
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electrification needs to be aggressively 
stepped up. This is particularly recommended 
to achieve a strategy that has agriculture as 
its mainsprings of growth and development 
[Rao 1997 and Desai 1997]. And promoting 
such a strategy would require more 
imaginative ways of muhili.sation of resources 
in addition to government borrowings. Four 
specific suggestions follow for this. 

(1) Some of the government expenditure 
on rural development and social service 
schemes that have proliferated need to be 
rationali.sed. Examples of the former could 
include community buildings under JRY/ 
NREP, IRBP, support and training for special 
projects, and storage and warehousing. 
Against this, examples for the latter could 
be free education for girls irrespective of the 
economic status of their families, PDS of 
similar type, and such other Minimum Needs 
Programmes (MNP). Such schemes need to 
be better targeted to make them genuine 
entitlements. Dependency of the people on 
the state isnot even desirable in making them 
self-reliant. 

(2) Project-specific resources including 
labour could be mobilised for such projects 
as rural roads, bndge, watershed.s. irrigation, 
etc. Some of these could even be made part 
of NRF.P/IRDP/JRY so that the poverty 
alleviation programmes would be seciorally 
better integrated, more effective and people- 
oriented (Rao 1997 and Desai 1997). 

(.1) Resources saved from disinvestment 
of public sector enterprises (PSlJs) could 
also be considered for financing government 
expenditure for agricultural development. 
And 

(4) Additional revenues may be generated 
from revisions required in land revenue and 
other agricultural taxes, irrigation and 
electricity tariffs, new taxes such as levy on 
agro-processing and farm input industries 
which benefit from the basic public 
agricultural research and extension, direct 
taxes on farm houses on the periphery of 
cities and towns, indirect taxes, etc. 

Question now arises as to on what the 
increased government expenditure for 
agriculture may be allocated. Ideally 
answering this issue requires studying the 
detailed pattern of past such expenditure.^ 
Considenng somewhat aggregative patterns 
of government expenditure on agriculture 
(Table 13 and Desai and Namboodin 1997c] 
for the period since mid-1980s we propo.se 
that rationalisation of programmes requires 
addressing the question whether they relax 
constraints related to technical change (i c, 
scientific knowledge and inputs in which it 
is embodied) and real economic resources 
(such as irrigation-water, soil and moi.sturc 
improvements, electricity, land fragmenta¬ 
tion, etc) or those related merely to financial 
resources (kke credit anu subsidy). Program¬ 
mes which|aim at the former two need to 
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be prioritised and integrated and then the 
third one must be better targeted with a focus 
to synergisc technology, real resources and 
finance. We also propose six priority avenues 
for government expenditure on agricultural 
infrastructure. These are (1) agricultural 
research, extension and education (R and D); 
(2) watersheds, irrigation and rural electri¬ 
fication; (3) seeds and modem hand and 
bullock-drawn farm implements industries; 
(4) land reforms; (.S) rural financial 
institutions (RFIs); and (6) livestock and 
fishcrics-relatcd technical change. Each of 
these is briefly discussed below. 

Government expenditure on agricultural 
research, extension and education needs to 
be significantly stepped up for two reasons: 
(I) the share of this expenditure has declined 
in early 1990s (Table 13); and (2) this 
expenditure did not form 2 per cent of .SDP 
from agnculture that is considered as a 
desirable norm (Pal el al 1997]. This expen¬ 
diture must be for developing (a) location- 
specilic new seed varieties, and resourcc- 
ccnlrcd new technologies with an emphasise 
on hydrogco-cliinaiic specific micro-level 
planning, (b) rural polytechnics Ihal would 
provide opcralionally useful scientifie 
agricultural knowledge to the youth, and 
(c) extension services especially for women, 
smaller farmers and rural school drop-outs, 
(hough this may partially be mobilised Irom 
NGOs. All thc.se three should be integrated 
with the existing soil testing labs to promote 
input ol scientific knowledge among I armers 
and the soil testing service may be reasonably 
priced by these labs .Such an intcgiation is 
highly effective jPankh 1997]. 

On watersheds, irrigation and rural 
elcctriricalioti ihe government expenditure 
could be foi ijuick yielding projects and 
decentrali.sed transmission lines in addition 
to the .Sardar Sarovar Project and nuidcrni- 
.satioii of existing inigaiion projects wherever 
necessary. 

Seeds industry being highly critical 
complement of promoting new varieties its 


capacity for production needs to be stepped 
up. This could be achieved by (a) enhancing 
production on existing seed farms of the 
state, (b) converting suitable public waste¬ 
lands into seed farms and by (c) promoting 
seeds production among farmers on a larger 
scale. Equally important complement is 
enterprises that would fabricate modem hand 
and bullock-drawn farm implements whose 
designs have been developed by the agri¬ 
cultural universities and institutes. Such 
implements facilitate scientific application 
of modem inputs such as seeds and fertilisers. 

For land reforms the government 
expenditure could be fur implementing land 

Tsbli; 9. Annum. Compound Growth Rxits in 
Area, Yici.d and FROouaioN of Fcx>ix>kains. 
AND Ma/or Non-foodgrains durinc; Early and 
Later Period of Green Revolution (GR) 

{Pen enuine) 


Crops 


Early GR 

Later GR 



I96» 69 

1981-82 



to 

to 



1981-R2 

1990-91 

1 

1 1 

Fuodgmms 

Aica 

-0 69* 

1.13 

1.2 

Per hectare yield 

1.36* 

-0.06 

1 ^ 

Prudiicliim 

2 <)2« 

1 18* 

2 

Groundnut 



2.1 

Area 

1 65* 

■ 1.90 

2.2 

Per hectare yield 

2«3 

0.08 

2.3 

Produepon 

4.53* 

-1.82 

3 

Coll on 



3 1 

Aiea 

0 21 

■4.32 

1 2 

Pel hcclarc yield 

1 33* 

1 (9 

3.3 

Prodiiclinn 

1 12 

-t(H 

4 

Rapc.seud and mustard 


4 1 

Area 

I4.58* 

9 64* 

4.2 

Per hectare yield 

1 56 

1 89 

4.3 

Production 

16 

11 67* 

5 

Tobacco 



5 1 

Area 

2 19* 

-1 39* 

5..’ 

Pur hceturc yield 

3 38* 

-0 15 

5.3 

Production 

5.64* 

1 53 


* .Sl.TliMically significant at 5 per cum 
Stmn <■; Agriculiural Growth Across Crop.s and 
Kugions. Emerging Trends and Putterrs. 
SI) .Sawant and C Achuian, £< oniiinu 
and Palilical Weekly, March 2.S. 1995 


Table 10: ,Sour{ls oi Ciianof in Land Phoductiviiy 
(Base Trtenniuni Ending 1969-701 


Triennium 

Ending 

'I'otal Change 

Pure Elicct Pure Crop- 
Pattern 
Effecl 

Pure Location 
Effecl 

Interactions of 
Crop-Pattern Location 
and Yield and Yield 

1956 57 

20 25 

-14.74 

Rs per hectare m Constant Prices 
-2 95 -2 73 

0.81 

-0 64 


(KXh 

(72.79) 

(14 57) 

(13.48) 

(-4.(8)) 

(.3.16) 

1969-70 

0 

0 

0 

0 

0 

0 

1978-79 

1901* 

1871 

-0 47 

1.25 

-0.53 

0 05 


(KK)) 

(98 42) 

(-2 47) 

(6.58) 

(-2.79) 

(0.26) 

1988-89 

6.96* 

12.46 

-0 51 

-5.81 

2.18 

-1 .36 


(lOO) 

(179.02) 

(-7.33) 

(-83.47) 

(31..32) 

(-19 54) 

1992-93 

24.16* 

:8.51 

1.04 

-5.35 

6.69 

3.26 


(100) 

(76.61) 

(4.30) 

(-22.09) 

(27.69) 

(13.49) 


Figures in brackets are percentages 

* The implied annual compound growth rates with a base of 1969-70 are respectively 4.67,0.9() and 
2 19 per cent for the.<ie three periixis 
Sauree: As in Table 4. 
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Fioure: Impact of Technical Chance in Aoricultuke on Its Prodiktion/Cost Functions 




consolui.iiion and ceiling measures, legiti¬ 
mising ifiiancy, and updating land records. 

riic public expenditure for RFls could be 
lor intusing new equity as both co-operatives 
and KKBs have limited ability to raise 
resources. Recent enhancement of 
NABARD’s resources lor promoting stale 
level agricultural finance corpcirations could 
be accessed for this purpose. Equally 
impoitant would be restraint on increases in 
interest rates on agricultural credit. This 
restraint is justified as all four RFls in the 
state have .scale economies in their costs 
which suggest that their unitfaverage costs 
are declining or constant and hence cost- 
based pricing does not warrant any increases 
(Table 14). The restraint is also justified to 
avert a fall in demand for credit as it has now 
become more interest rate e’astic (Desai and 
NamIxMxlin I997d). It is further required as 
interest rates have been positive in real terms. 
Lastly, credit supply must accompany/follow 
technical .service so that it fructifies belter. 
These policy changes will .succeed only if 
moratorium on loan and interest waivers is 
adopted, and loan recoveries are aggressively 
incrca.sed. 

As regards government expenditure for 
technical change in livestock and fish fanning 
high priority needs to be given for improving 
breeds, extension, veterinary aids, and feed 


and fodder supply by both government 
departments and co-operatives. This 
backward linkage could now be prioritised 
much more as the forward linkage of 
marketing and/or processing seems to be 
quite well developed. 

Before concluding two significant recom¬ 
mendations may lx; offered. These are: (I) 
rural roads and regulated market yards 
especially for horticulture need to be built, 
and (2) organisation of the government expen¬ 
diture onagriculture and agricultural develop¬ 
ment in general must be more decentralised, 
debureaucratised. accountable, and sectoral ly 
better integrated [Hirway 1997). 

CoNCLUDiNO Observations 

Agriculture in Gujarat seems to have lost 
the initial gams of green revolution. These 
gains eroded further in the po.st-reform period 
that has prioritised improving relative prices 
for agriculture as an engine of its growth. 
This misdirection needs to be replaced by 
a proactiveemphasise on non-(product) price 
factors of technology, government expen¬ 
diture, and institutions. Recommendations 
requited to harness this re.structuring are as 
follows: 

(1) Agricultural development must be 
viewed as a means to larger goals of 
employment-led economic growth, poverty 


alleviatityi and self-reliance rather than just 
feeding growing mouths. 

(2) Achieving such a rule for agriculture 
requires to prioritise agro-processing and 
farm input industries which facilitate value 
added technological transformation of 
agriculture. 

(3) The .strategy for agricultural growth 
must be shifted from intensive agriculture 
to technical change. Such a .strategy unlike 
land reforms or price support or agricultural 
credit is both a necessary and sufficient 
condition. It is a necessary condition because 
it averts a trap into Law of Diminishing 
Returns. And it is a sufficient condition 
because it facilitates increases in production 
at reduced unit-cost/prices in real terms that 
tienefit the pmir most. 

(4) Technical change in agriculture should 
be both seed- and resource-centred rather 
than only .seed- or rc.source-centrcd as such 
a change would satisfy technical comple¬ 
mentarity so unique to agricultural production 
process. 

(5) Achieving such technical change 
requires according highest priority to agri¬ 
cultural research, extension and education to 
evolve location specific new varieties and 
breeds, and resource-centred new techno¬ 
logies as available new varieties and farming 
methods seem tohavc exhausted thei r genetic 
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poientia) and resource efficiency. Equally 
important would be the rapid expansion of 
industries for seeds and modern hand and 
bullock-drawn farm implements among other 
farm input industries. Government ex¬ 
penditure for both of these must be aggres¬ 
sively stepped up as market is unlikely to 
deliver such public and quasi-public goods. 

(6) Similnrshould bedonc for watersheds, 
irrigation and electricity which are all highly 
critical to agriculture that is more prone to 
weather vagaries in the state. 

(7) The complementary component of 
agricultural credit may In: dcvelo{>cd by 
replenishing equity of co-operatives and 
RRRs by utilising enhanced resources of 
NABARD so that the.se institutions can 
accelerate supply of crop loans and more 
diversified credit including that for farm 
inputs marketing business. Moreover, all the 

' furalcrcdit institutions must restrain increases 
in lending rates lor two reasons - (a) they 
have their unit costs declining/con.stant; and 
(b) the demand for credit being more interest 
rate clastic now. 

(8) For land reforms priority should be 
assigned for land consolidation, legitimising 
tenancy, u|Klating land records and imple¬ 
mentation of existing land ceilings 

(9) Poverty alleviation programmes like 
IRDP, JR Y and PDS must be integrated with 
location specific sectoral and regional 
development such as agriculture, dairying, 
rishcrics, watersheds, rural roads, and so on 
Moreover PDS and MNPs mu.st be better 
targeted for not only reducing burden on the 
exchequer but to also make them genuine 
entitlements. 

(10) The strategy for the development of 
livestock, fisheries and farm forestry sub¬ 
sectors should also be technical change rather 
than intensive agriculture or only marketing 
and proces.sing. 

(11) Neither the price support nor foreign 
trade be considered an engine of agricultural 
growth. The former is because aggregate 
agricultural supply is pnce-inclaslie and also 
because changes in crop-pattern are governed 
more by relative profitability rather than 
prices. And the latter is because of infra¬ 
structural bottlenecks und world market in 
agricultural conimwlities being dominated 
by big players. But in the short to medium 
run exports such as caster and its derivatives, 
oilcakes, mangoes, cotton and garments, etc, 
may be developed with an eye to maintain 
sustained quality suitable to the market. 

(12) Government expenditure for 
agricultural development must be aggres¬ 
sively stepped up from its present share of 
about 36 per cent. This shift may be from 
rural development, social services and to an 
extent industry and minerals that are remotely 
connected to agriculture. It should also be 
stepped up in incrcmcni al terms for the earl icr 
discussed prioritids. Part of this expenditure 


Tabu- 11: Per Hectare Yiei.d cm-- .Major Crops 
(Kfi/hermre for all crops except cotton which is in hales oj JfU) kp each) 


Crops 


Triennium Ending 


1966-69 

1976-79 

1986-89 

1990-91 

Paddy/nce 

616 

1255.1 

1098.1 

1162.1 

Jowar 

264 

.551 1 

151.1 

519 0 

Bajra 

.542 

872.1 

748.1 

966.7 

Maize 

784 

690.1 

1025.4 

1124.1 

Ragi 

580 

744 7 

612 7 

785.0 

Small millet 

580 

808.7 

102 0 

501,0 

Wheat 

1165 

1727 7 

2085.1 

2151.0 

Gram 

4.17 

696.0 

604 0 

611.7 

Tur 

447 

518 7 

5147 

771.7 

Other pulses 

258 

269.0 

109.1 

1721 

Groundnut 

546 

910.1 

806.0 

692.1 

Castorsced 

1.56 

1270 7 

1051.7 

1581.0 

Sesamuiii 

221 

2.55.1 

225 7 

3.16.7 

Kapu.scud and mustard 

418 

457 7 

1221.1 

1084,7 

C’oltoii 

158 

181.7 

145 0 

218,3 

Potato 

16978 

24644 0 

21645.1 

24979.3 

Sugarcane 

501,12 

56209 0 

79717.0 

86752 7 

Dry chillis 

60<1 

679 1 

1005 7 

1111.3 

Tobacco 

1(M8 

1751.7 

1050.0 

1.581.2 

Banana 

.10975 

21.546 0 

.59477.1 

56541 1 

Papaya 

.15675 

21120.1 

15962 t) 

19951.0 

Source As in Tabic 4 





Tabee !2; Government Expendiiurl 

BV Sectors durino Various Plan Periods sincl die 


Fourth Five-Year Plan 



.Sectors Foiinh FYP 

Fifth FYP Annual 

Sixth FYP .Seventh 

Fust Four 


1969-74 

1974-78 Plan 

1980-85 HYP 

Years of 



1979-80 

1985-90 

Eighth 





FYP 





1991 95 



Percentage toToial Plan Expenditure 


Agriculture and allied 





activities 

11 72 

1161 14 82 

8 10 7 11 

6,17 

Riiial development 

1 91 

2 76 

101 141 

4 01 

Irrigation and Hood 





control 

21 99 

2197 25.88 

26 11 20.80 

25.79 

Agricultural and 





rural dcvelopmeni 

.17 62 

38.16 40.70 

.17 2-1 1154 

.16 19 

Energy 

29 48 

29 45 20 11 

24 16 27 76 

2168 

Industry and minerals 

165 

511 9 29 

5 74 8 11 

6.15 

'I'runspuri amt coimniimcalion 

8 17 

112*) 11.71 

10.16 7.10 

5 65 

Social seivices 

14 42 

15,11 18.14 

17 42 22 41 

28 22 

.Science and Icchliology, 





Environmcnl. and 





General ccunoniu' services 

6.46 

0.28 

4 48 1 06 

0 11 

All tRs crore) 

545 (H) 

1(MI4 80 45 20 

1887 (X) 5517 00* 

8112 51 


om 

IKK)) (1(X)> 

(1(X)) (100) 

(l(K)i 

* Exclusive of Rs 1.11.3 crore a.s scarcity plan expenditure 



Soanes. (1) Stati.\lii al Outline oj (lujuiat, Direcloralc of Economics und Statistics. 


(2) Dcvelopmeni Programme, 1095-96. GAD, Planning Division. Govemineni 

of Guja-ut 


Table 1.1: Pattern mi- Government l-.xpuioiri'RE on AoRiniLTURAi and Rural Development in 
SFaiNii-iiAii oi 1980.S AND Early 1990s 


Periods _Per Cent Share.of Govemineni Expenditure for 


Technological 

Ecoiiuinic 

Instituiional 

Total 

Factois* 

Factors 

Factors# 



1986-87 to 1990-9: 

6 77 

77.74 

15.49 

1(X) 

(20.54.91) 

1991-92 to 1994-95 

4 91 

82.01 

1106 

1(K) 

(28.17.88) 


Figures in braekct.s an; Rs crore. 

* This includes agricultural research and education, and crop husbandly programmes. 

@ This includes irrigation and flood control, soil and water con.survaii(m. and allied agricultural 
sectors like livestock, fisheries and forestry 

# This includes IRDP, NREP, DPAP, IREP. DDP. Co-operation. CD and Panchayat, land reforms, 
rural financial msiitutions, and .storage, marketing and warehouse. 

Source: As in Table 12. 
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may be financed from increased revenues 
from upward revisions in taxes on agricul¬ 
ture, and tariffs on irrigation, electricity and 
soil testing services in addition to taxes on 
modem farm houses and levy on agro* related 
industries. It could also be financed from 
project-specific contributions of villagers. 

(13) Tile organisational strategy for 
implementation of agricultural development 
must further accelerate decentralisation, 
debureaucratisation, devolution of financial 
powers to the line departments/agencies, 
accountable, and sectorally better integrated 
so that the much needed synergy in 
government expenditure, technology, and 
other resources results. Achieving this would 
require an ongoing district level committee 
representing all line departments and 
auxiliary service institutions such as agri¬ 
cultural re.scarch and education, farm input 
supplying agencies, and rural financial 
institutions. This committee should be headed 
by district development officer. All these 
changes should be possible as panchayati raj 
is now constitutionally recognised. 

Notes 

(This is a marginally levised version of the paper 
presented to the colloquium organised by the 
Agricultural Finance Corporation. The authors are 
grateful to P V Shenoi, chairman, and S C Wadhwa, 
managing director of the Agncultural Finance 
Corporaiion.and the participants of the colloquium 
fortheircomincnts The usual disclaimers however 
apply! 

1 This strategy provides highest priority to 
industries which produce: (a) non>durable 
consumer goods like textiles, sugar, edible oil, 
cigarette, footwear, etc. (b) intermediate goods 
like chemicals, dyes, etc: (c) light engineering 
productslikebicyclcs, sewing machines,pumps, 
etc, and (d) simple equipment and machinery 
like looms, lathes, boilers, etc, required m 
consumer good industries [Oza 1997). 

2 This strategy envisages highest priority to 
industries which produce: (a) basic inputs like 
steel, non-ferrous metals, coal, cement, heavy 
chemicals, (b) heavy capital goods like heavy 
machine tools, (c) infraustructural inputs like 
electridiy, water supply, railways, roads, tele¬ 
communication, etc; and (d) transport equipment 
[Oza 1997). 

3 These features for owned holdings could not 
be discussed as data are not readily available, 

4 This finding of lower agncultural growth in 
post-reform period also holds at an all-India 
level (Desai and Namboodiri 1997b]. And it 
may be attributed to both policy and non-policy 
related fictors. Fonner would include such 
changes os in fertiliser subsidy, decontrol of 
P and K but not N fertilisers, closing of loss¬ 
making rural branches, increases in lending 
rotes, etc. while the latter could include im¬ 
balances in the availability of inputs and infra¬ 
structural bottlenecks. 

5 It is essentitd to state here that this finding is 
to an extent based on inappropriate data as is 
stated in Table 8. Moreover, procurement pnees 
have been jacked up to compensate for reduced 
role of farm input subsidies. Such prices unlike 


input subsidies benefit larger fanners mc»c os 
they have larger marketed surplus. Input 
subsidies benefit even farmers who ore net 
purchasers. Moreover, higher support pnees 
hurt such consumers in addition to others in 
both rural and urban areas. This is not to suggest 
that relative prices for agriculture should be 


unfavoombte. Nor is it suggested that they 
be kept favourable because the third option 
is to maintain their neutral or harmonious. 
Such an option has also been overlooked in the 
past. 

6 In post-green revolution period of 1966-67 to 
1989-90 total factor productivity accounted for 


Table 14: Scale Economies PAHAMmiis' for Rural Finanoal iNsimmoNs (RFIs) 

Details _ Total .Scale Economies Parameters for 

Trimsaction Costs Financial Costs Total Costs 


Malpur branch of Dena Bonk^ 

Molpur branch of Gujarat State 
Co-operative Land Development Bank’ 
Malpur branch of Saborkantha District 
Central Co-operative Bank’ 
Aniyorkompa Primary Agricultural 
Co-operative Society (PACS)’ 

Mevda PACS’ 

District Central Co-operative Banks 
(per branch)^ 

PACS’ 


1.180** 

0.344* 

0.235* 

0.274* 

1.101** 

0.909** 

0.904** 

0.971** 

0.947** 

1.764** 

1.847** 

1.806** 

0445* 

0.611* 

0 5.S7* 

na 

na 

1.068** 

na 

na 

0.927** 


no = Not Applicable 

* Statistically significantly less than I suggesting thereby increasing returns to scale and a potential 
to improve scale economies through business expansion under given interest rote and margin 
.structure. This scale parameter implies every 1 per cent increase in business will increase cost by 
less than I per cent. In other words it means averagefunit cost is declining with the expulsion of 
business 

** Statistically not significantly different from 1 indicating thereby constant returns to scale and a 
potential to improve scale economies through business expansion under given interest rote and 
margin structure.. This scale parameter implies every I per cent increase in business increases 
costs by I per cent. In other words unil/average costs is constant with the expansion of business. 

1 Derived trom estimated cost equations which are not reported but they could be obtained from 
the author 

2 Scale economies parameters estimated from Log-Log-Inverse Cost functions using short-time 
.series (1978-79 to 1983-84) data 

3 Scale economies parameters estimated from Transcendental Cost functions considenng short- 
time seric.o (1978-79 to 1983-84) data 

3 Scale economies parameters estimated from Log-Log-Inverse Cost functions using long-time 
senes (1970-71 to 1991-92) data 

5 Scale economies parameters estimated from Transcendental Cost functions using long-time 
senes (1970-71 to 1991-92) data 

Details Scale Economics Parameters 

Partial Partial Total 

Economies Economies Economies 

Associated with A.ssociated with for Both of 
Loans O/S or Deposit Balances these 
Major Assets or Major Liabilities 


Regional Rural Banks' 


Transaction costs 

0 297 

0.431 

0.728* 

Financial costs 

0.3.59 

0.731 

1.090** 

Total costs 

0.329 

0.604 

0.933** 

PACS in Two Talukas of Sabarkantha Distnet’ 

Transaction costs 

0.542 

0.386 

0.928*» 

Financial costs 

0.007 

0.998 

1.005** 

Total costs 

0.137 

0.845 

0.982** 

Gujarat State Co-operative Bank' 

Salary costs 

0.178 

0.730 

0.908** 

Other transaction costs and financial costs 

1.019 

0.600 

1.619** 

Total costs 

0.490 

0.669 

1.159** 


Statistically significantly less than I suggesting thereby increasing returns to scale and hence 
expansion of business will improve viability 

** Statistically not significontly different from I indicating thereby constant returns to scale and 
hence viability could be improved through business expansion. 

1 Scale economies parameters estimated from Transcendental Cost functions using data for all nine 
RRBs for 1992-93 and 1993-94. 

2 Scale economies parameters estimated from Log-Log-Inverse Cost functions using 20 PACS data 
for 1983-84. 

3 Seale economies parameters rstimntqji from Log-Log-Inverse Cost functions considering data for 
1970-71 to 1991-92. 

5r>«rce.T: (I) Annual Reports 

(2) Statistical Statements relating toCo-operative Movement in India, Part 1, various issues, 
RBI and NABARD. 
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about 43 per cent of agricultural output growth 
of 3.41 per cent per annum. Agricultural 
employment during this period increased at the 
rate of 3.78 per cent per annum as against 1.37 
per cent per annum in pre-GR period of I9S0- 
S1 to 1965-66. The employment elasticity for 
these two periods was, respectively, 1.37 and 
0.52 per cent (Dcsai 1994). 

7 For some evidence on this at an all-India level 
see the refetences on technical change cited in 
the text and also see Knhlon and Tyagi 1983, 
Rao 1992, and Singh et al 1995. 

8 Neither such details nor the data on farm input 
subsidies such as for fertilisers, and food 
subsidy are readily available. The food sub¬ 
sidy is pennitted under GATT but it needs to 
be better targeted. Form input subsidy pennit¬ 
ted under GATT is 10 per cent of agricultural 
production Whether this is so in Gujarat 
cannot be studied. But .such subsidy must be 
rationalised first through appropriate pneing 
that is feasible toe vol ve [ Desai 1997 and Shanna 
1997). 
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Ultra- and Inter-Generational Equity Effects 
of Irrigation Well Failures 

Farmers in Hard Rock Areas of India 

N Nagaraj 
M G Chandrakanth 

Equity in access to groundwater is of concern as groundwater offers considerable potential to enhance land 
productivity. In addition to the existing inequity in landholdings, the inequity in access to groundwater further 
widens the skewness in assets and income distribution. The food security and equity was well provided by dug 
well irrigation. The failure of dug wells, shift to high water-high value crops and policy instruments like soft 
loans to sink wells and zero marginal cost for electrical power to lift groundwater, disturbed the equity in well 
irrigation, and paved the way for the use of expensive technologies for rapid harness of groundwater, /li a result, 
the dug-cum-borewell and borewells contributed to inter- and intra-generational inequity, even though they 
increased the overall growth in agriculture. 


THE value addition by groundwater irriga¬ 
tion has been significant in the Indian 
agriculture since the 1960s. In several regions 
it has richly contributed to food security. It 
is estimate that irrigation has contributed 
60 per cent to the growth in the agricultural 
productivity.' In India, about 33 per cent of 
the net sown area is under irrigation,^ where 
groundwater and surface water have equal 
share in the gross irrigation. A major portion 
of India’s groundwater irrigation wells is in 
the hard rock areas,-^ where both recharge 
and discharge potentials are presently at .stake. 
About two-thirds of India is composed of 
hard rock areas and the peninsular India is 
predominantly hard rock. These areas have 
hard non-porous rocks, the igneous and 
metamorphic rocks, expected to store nut 
beyond 10 per cent of the annual rainfall.^ 
In the hard rock areas, groundwater irrigation, 
due to its flexibility, has helped in commer¬ 
cialisation of fanning through crop diversi¬ 
fication and specialisation in high value crops, 
(low and high water intensive crops). 

Groundwater in hard rock areas is abstrac¬ 
ted from dug, dug-cum-bore, shallow bore 
and deep bore welLs. Dug wells are open 
wells, typically with a depth of 30 feet and 
with a diameter of 25 feet. The dug wells 
may be lined by stone slabs in order to 
prevent the well caving, in some areas where 
the rock and soil strata are loose. For viability 
of dug well, the minimum yield of water 
should be 5,000 gallons per day according 
to NABARD. The water used to be lifted by 
traditional Ihbour intensive lifts like ‘yetha’, 
‘kapile’ or ‘persian wheel’ till the 1960s. 
Later the water was lifted by centrifugal 
pump sets of around three horsepower 
capacity. The dug wells continued to be the 
dominant structures of groundwater 
exploitation till the mid-1960s. In the early 
1970s, one or more bores were drilled inside 
a dug well (which used to be called as dug- 
cum-bore well) in order to enhance the water 
yield. The inbore may have depth ranging 
from 30 to 100 feet and centrifugal pump 


was the chief mode of water abstraction. The 
dug-cum-borc wells were the dominant 
structurestill the 1980s. From the early 1980s. 
surface bore wells with diameter of six inches 
and depth around 200 feet became popular 
due to the use of fa.st rig technology. For 
viability of borcwell, the minimum yield of 
water should be 1.000 gallons per hour 
according to NABARD. 

Not withstanding the hydro-geological 
thresholds of groundwater, intensive culti¬ 
vation of water intensive commercial crops 
is growing unabated on an extensive scale 
ever since the 1970s. Due to the growing 
demand for groundwater, substitution of 
labour intensive water lifts by capital 
intensi veeicctrical irrigation pump sets (IP.S). 
and due to increasing well densities and 
large-.scale failure of dug wells, dug-cum- 
bore wells and even of bore wells has 
occurred. Historically, even though 
groundwater is an internal or local resource 
tapped from farmer’s lands, it has now been 
transformed to an external and non-local 
resource, since electrical or diesel energy, 
which are external, have to be used to lift 
the water. With such a heavy pressure on the 
resource and the government policy ot 
providing electricity to lift groundwater at 
zero price, there has been large-scale 
exploitation of groundwater leading to high 
rate of well failure and loss of investments 
in well irrigation. The aftermath of such 
losses provides a nightmansh scenario to 
planners and researchers, since farmers suffer 
from severe economic shucks and stresses. 
This has severe equity implications in a 
situation where farmers have little 
opportunity loeamtheirincome from sources 
other than imgated agriculture. 

Equity in access to groundwater is of 
concern as groundwater offers considerable 
potential to enhance land productivity. In 
addition to the already existing inequity in 
the distribution of land holdings, the groun¬ 
dwater access inequity further exacerbates 
the predicament of small farmers.^ By the. 


very nature of the resource, groundwater 
development is largely by private initiatives 
of farmers. Their access to the precious 
resource is often conditioned by their size 
of holding, savings and in vestmcntcapacities. 

Groundwater resource for irrigation in hard 
rock areas is presently showing increasing 
signs of scarcity, manifested in terms of 
raising real costs of abstraction of a unit of 
water, in an agriculturally dominant eco¬ 
nomy, it would he one of the obligations of 
welfare state to develop instruments lor 
identifying deserving uses and users ot 
groundwater resource aiming at Pareto- 
efficient solutions in order to improve equity 
in access to quality and quantity of ground- 
water across different clas.sc.s of farmers. 
The intcr-gcnerational equity connotes the 
level of development which provides increase 
in the welfare of the present generation 
without decreasing the welfare of the future 
generation.^ Karl-Goran Malcr^ referred to 
this concept as ‘Pareto Su.stainability'. 

Data Base 

Wc have chosen our data base from 
Karnataka state, which is in the Deccan 
plateau of southern India for an analysis of 
equity implications. The state had about 30 
per cent each of the irrigation dug wells and 
bore wells owned by small and large farmers. 
This scenario provides perfect equity in terms 
('<' absolute number of wells, though it docs 
not indicate tlie equity in volume of ground¬ 
water used and the quality of groundwater. 
Early or premature failure of irrigation wells 
is largely a recent phenomenon and has 
several direct and indirect causes which are 
beyond the purview of this study. Hence, 
even though the numeral equity might exist, 
the differential effects of well failure across 
classes of fanners is a crucial aspect in the 
study of equity. The small and large fanners 
have differential capacities to bear the brunt 
of well failure depending upon the coping 
mcchani.sms they choose. In this study we 
make a modest attempt to focus on the inter- 
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and imra-generational equity in access to 
groundwater for irrigation by small and large 
fanners. The hypotheses for this study are: 

1 dug well irrigation provided food security, 
inter- and intra-generational equity in 
groundwater resource development; 

2 failure of dug wells, shift to high water - 
high value crops and favourable policy 
instruments like soft loans to sink wells and 
zero marginal cost for electrical power to lift 
groundwater, disturbed the equity in well 
irrigation and paved the way for use of 
expensive technologies for rapid harness of 
groundwater; 

3 dug-cum-borewell/borewells sprang as a 
result of (2) and contributed to inter- and 
intra-generational inequity even though it 
increased the overall growth in agriculture. 

The data are drawn from lOS farmers for 
information on the costs, returns and other 
factors. Their response is supplemented from 
studies conducted in the same region, during 
the period when these typical well structures 
existed.^ Besides the primary data, the oral 
history of farmer-respondents (who were 
aged) have been elicited pertaining to dug 
(open) wells and dug-cum-bore wells for 
analysing equity i-ssues, as these structures 
are not currently in vogue in large parts of 
eastern dry zone in the state.’ 

Results 

The equity in groundwater resource 
ownership assumes prominence in areas 
which have low land-man ratio and high 
demand for groundwater. First let us 
document the factors which highlight the 
equity concerns among dug well and dug- 
cum-bore well farmers (Table I). The small 
farmers have less than five acres of land 
holding and large farmers have land holdings 
more than five acres. In our sample, 22 per 
cent were small farmers and 78 percent were 
large farmers. The details of dug well 
ownership indicate that the average size of 
large farms owning dug wells is three times 
that of the small farms owning dug wells 
(Table 1). lliese dug wells were functional 
at least 20 years ago and are no longer in 
productive use at present. 

The large farmers owned two wells. A 
majority of the small farmers, in spiteof their 
small sized holding were able to own dug 
well becauseofthe institutional finance which 
provided dug well loan on soft terms. A 
majority of the wells belonging to both the 
classes were located in the proximity of tank 
command. This has implications on the 
sustainability of groundwater recharge and 
supplies especially in the years of sub-normal 
rainfall. Both small and large farmers had 
their first bet in securing stable food supplies 
by allocating a greater proportion of the area 
under well irrigation to food crops. The 
interwell spacing followed isalso well above 
the norm of 600 feet, permitting sustainable 
groundwater flows. Tne number of years 
served by the well is alsocomparablebetween 
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the two groups and both groups had the same 
failure rate of 50 per cent, by not being able 
to serve for the expected life of the dug well 
of 30 years. The inequity existed in the case 
of the tree crop security which provided 
greater propensity forlargefarmeis compared 
with the small farmers. The tree crops like 
tamarind and mango in addition to providing 
an annual regular income flow, also 
strengthen the farmer’s needs especially for 
bulky one time investments like well 
irrig^ion. Lately, we can see that there was 
equity among small and large farmers with 
regaid to the availability of groundwater 
resource. However, the inequity with respect 
to land holding was larger than the inequity 
with respect to groundwater resource. 

The dug-cum-bore wells are the inbores 
within the traditional dug wells mainly to 
sustain the water yields of the dug wells, 
which were at stake due to declining 
groundwater table. Any commentary on the 
declining groundwater table will be 
tautological as the causes and effects are 
subsumed ineach other. Forinstance, whether 
declining rainfall and number of rainy days 
are solely responsible, or the farmers’ apathy 
towards tank de-silting practice or 
mushrooming number of wells in the cone 
of interference or the rapid exploitation of 
groundwater to support high value crops, the 
groundwater predicament has assumed great 
dimension. Tracing the dug well farmers 
who suffered well failure due to any of the 
above causes, we find that only 11 per cent 
of the small farmers who owned dug wells 
could invest in inhores, while 76 per cent 
of the large farmers could do so. The 
investment on inbores was around Rs 4,000 
by small farmers who could drill to a depth 
of 45 feet (Tabic 2) while that for large 
farmers who could drill to a depth of around 
100 feet, the investment was Rs 7,500. 
Apparent differences were observed in 
lespect of annuity between small (Rs 1,000) 
and large (Rs I ,^)0) farmers. The lite of the 
dug-cum-borewell indicated by the number 
of years served by the inbores was five and 
seven years re.spectively for small and large 
farmers. Except for sugar cane and a bit of 
vegetables, the crop pattern for small and 
large farmers under dug-cum-bore well 
irrigation was not very different. 

The implications are that an insignifldhnt 
proportion (I I per cent) of small farmers 
could voiture into inboring even though the 
investment as a proportion of dug well 
investment was a.-ound 20 per cent for both 
small and large farmers. This shows the 
initial phase drop out rate of small farmers 
from the domain of well irrigation. Earlier, 
the impetus to dug well ownership by small 
farmers was clearly with the help of 
institutional finance from the co-operative 
banks. And the institutional finance for dug- 
cum-bore well portion of investment was not 
forthcoming to farmers who were defaulters 
of dug well loans. For instance, Venkataram 


(1979)repotted that the peicentageofoverdue 
out of the amount repaid was 80 per cent for 
small farmers, while it was 48 per cent for 
large farmers.'^ The small farmers if they 
had ventured in irrigation would have reaped 
the same IRR (27 per cent) and pay back 
period (flve years) as that raised by large 
farmers. In addition, the crop pattern also did 
not show any remarkable difference between 
small and large farms of dug-cum-bore well 
irrigation. The groundwater used per year by 


Table I: Due Well Fabm Detabs 


Particulars 

Small 
Farm 
(Less 
than 5 
Acres) 

Large 
Farm 
(More 
than 5 
Acres) 

Holding size (acres) 

Proportion of farmers 
owning dug wells in the 

4.8 

16.5 

sample 

Number of wells owned 

37 

63 

perform 

Net area under dug well 

1 

2 

irrigation (acres per well) 
Gross area under dug well 

1.5 

2 

irrigation (per well) 

3 

5 

Depth of dug well (feet) 

36 

45 

Discharge (gallons per hour) 
Investment at historical 

600 

■900 

prices (Rs) 

Percentage of wells located 

21000 

25000 

in tank command 

Percentage of area under 

85 

90 

food crops 

80 

70 

Interweli spacing (feet) 700-800 

Percenloge of formers availing 
institutional finance 

700-900 

for sinking dugwells 

Number of years served 

80 

95 

by the well 

Percentage of failure (to serve 

15 

15 

the expected life of 30 years) 
Area under dry land 
orchard crops 

SO 

50 

(mango, tamarind ...) acres 

0.5 

3.5 

Table 2: Details of Duo-cum-Bure Wells 

Particulars 

Small Large 
Farmers Formers 
(Less (Mote 
than 5 than 5 
Acres) Acres) 


Pioportion of fanners 
owning wells who drilled 
in bores in the sample 11 

Depth of inboie (feet) 43 

Investment at historical 
pnees (Rs) 4,(XX) 

Internal rate of return (per cent) 27 
Pay back period (years) 5 

Groundwater used per year 
(000 gallons) 700 

Annuity (Rs) l,0(X) 

Number of years served by 
inbore (years) 3 

Crop pattern (Proportion of 
area irrigated) 

Poddy (per cent) 20 

Finger millet 38 

Maize 20 

Vegetables 7 

Mulberry IS 

Sugarcane 


76 

too 

7,500 

27 

5 

1005 

1.900 

7 


30 

25 

15 

10 

IS 

5 
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large Airmers was around 10.05,000 gallons 
per year, while that for small farmers was 
7,00,000 gallons. 

The next phase of well iirigatimi is to 
venture upon borewell irrigation, which is 
quiet expensive. While only 11 per cent of 
the small fanners who had dug wells drilled 
inbores, about SO percent of the small farmers 
who had dug wells ventured into borewells. 
This shows that small farmers would rather 
assume risk by venturing to borewells than 
by investing on inbores (Table 3). 

The small farmers who lost their dug wells 
had a waiting period of around seven years 
before venturing on to borewells. A majority 
of fsumers were not eligible for receiving 
loans due to the policy of the banks in not 
funding the ‘dark’ and 'grey' groundwater 
use areas." In the sample considered, 20 per 
cent of the borewells belonged to small 
farmers and 80 per cent belonged to large 
fanners. From among the small farmers who 
possessed dug wells, about 49 per cent had 
bote wells. From among the large farmers 
who possessed dug wells, about 95 per cent 
of them had bore wells. The fact that borewell 
irrigation farmers have farm size around 
10.5 acres indicates that the borewell resource 
is not easily accessible for small farmers who 
constitutes a sizeable proportion in the total 
population of farmers. In this way, borewell 
irrigation seemed to widen the skewness in 
assets and income distribution and this has 
far teaching implications. Another reason 
for virtual dominance of large farmers is 
perhaps their capacity to absorb the shock 
due to high failure rate of borewells and the 
associated investment ranging from Rs 
50,000 to Rs 60,(XX}. The higher holding size 
of large farmers itself acts as a shock and 
stress absorbing mechanism. 

The gross area under borewell irrigation 
is almost twice higher for large farmers 
compared with small farmers, with the result 
that the annuity for large farmers is twice 
that of small farmers. The IRR also exhibits 
similar trends. The net present value is three 
times higher for large farmers compared 
with small farmers. The productivity of the 
borewell for large farmers is 1.5 times that 
of the small farmers. Small farmers had one 
well per farm and one successful well for 
every two small farmers. The large farmers 
had three wells per farm and seven successful 
wells for every five large farmers. The small 
farmers devoted relatively larger area under 
food crops Compared to large farmers. In 
both the cases, more than 50 per cent of the 
area was under high water intensive- 
commercial crops. The borewell productivity 
of the borewell reduced from 1,700 gallons 
per hour to 1,000 gallons per hour in small 
farms. The borewell productivity reduced 
from 2,200 gallons per hour to 1,500gallons 
per hour in large farms. This is a pointer 
towards over-exploitation of the fragile 
groundwater resource. Nevertheless, both 
the small and large farmers would ultimately 


have to bear the brunt of virtual well failure, 
as interwell spacing would reduce over the 
years from the existing spacing of 312 feet 
for small farmers and 264 feet for large 
farmers. 

Coping Mechanisms 

Farmers are often put in great difficulty 
if they have to move out of their irrigation 
infrastructure facility which they already 
experienced. For instance, if a farmer reaped 
benefits from an irrigation well and the well 
failed later, the farmer would not hesitate to 
invest once again in irrigation well 
infrastructure since he had had the experience 
of reaping the benefits earlier. In addition, 
the demonstration effect of successful wells 
motivates the farmers to a great extent. The 
coping mechanism refers to the efforts of the 
farmers to at least maintain the pre-failure 
level of incomes (Table 4). Compared to 
large farmers, small farmers could not 
undertake any expensive coping mechanism 
like drilling another well, deepening existing 
well or using dnp irrigation. About 49 per 
cent of the large farmers drilled yet another 
well and 20 per cent each of them deepened 
existing well or used drip irrigation. 

About 32 percent of the small farmers who 
were earlier well owners were reduced to the 
status of buying irrigation water. Remaining 
68 per cent of small farmers were forced to 
follow dry land farming and earn wage 
incomes from labour hiring (Tabic S). 

Rearing silk worms by buying mulberry 
leaves provides the great proportion of income 
to small farmers, followed by income from 
dry land agriculture and income from custom 
hiring of their bullock cart. Large farmers 
whose wells failed, rely heavily on wage 
income from offering bullock cart hire 
followed by incomefromdry land agnculturc, 
dairy income, petty business income and 
other sources. 

Intercenerational Equity Issues 

Considering the profile of well life, the 
productive life of the dug well was the highest 
(15 years), followed by dug-cum-bore well 
which worked for around seven to eight 
years and then the bore well which worked 
for around eight years. The sample of farmers 
considered for this study is restricted to one 
generation in order to observe the paradigm 
of well investments during one's lifetime, 
in which all the three types of wells dug, dug- 
cum-bore and bore wells passed. Considering 

Table 5: Sources of Income Pf.r Annum for 



Wage 

Wage 


Income 

Income 

Category 

from 

fron. 

Offenng 

Offenng 


Labour 

Bullock 
Can Hire 

Small fanners 

1,800 

2,500 

Large farmers 


12,500 


the epics, dug wells had had a much longer 
history than what is observed in this study. 
Not that dug wells yielded water all the 
years. It may likely be that dug wells did 
suffer from seasonal overdraft, but they are 
not reported to have suffered from secular 
or long-term overdraft as observed in the 
study, which result in permanent well failure 
to yield groundwater. Since dug wells served 
for larger number of years, the intergenera- 
tional equity issue here is that those who had 


Table 3 Details of Borewell Farms 


Particulars 

Small Large 
Farmers Farmers 
(Less (More 
than than 

5 Acres) 5 Acres) 

Proportion of fanners who 



drilled borewells from among 


dugwell owners in the sample 49 

95 

Percentage of fanners owning 



successful borewells 

47 

50 

Size of holding (acres) 

3.8 

10.7 

Net area under borewell 



irrigation (acres) 

2 

4.3 

Gross area under borewell 



irrigation (acres) 

4 5 

10.32 

Percentage of gross cropped area 


under 



Food crops 

40 

27 

Vegetables 

31 

28 

Mulberry 

29 

45 

Number of wells^r farm 

1 

3 

Number of successful wells 

1 

7 


out of 2 

out of 5 


farmers 

formers 

Initial yield (gallons per hour) 

1700 

2200 

Current yield (gallons per hour) I0(X) 

1500 

Life of the well (years) 

8 

8 

Inveslmenl at histoncal 



pnees (Rs) 

50.000 

60,1.55 

Investment at current 



prices (Rs) 

75,000 

80.000 

Horsepower of the pump 

5 

6 

Interwell space (feet) 

312 

264 

Annuity (Rs) 

4.807 

9,613 

Internal Rate of Return 

25 

49 

Net present value (Rs) 

23.000 

74,000 

Pay back period (years) 

4 

2.7 


Table 4. Cofino Mechanism in the Event of 
Well Failure 


Proportion of Farmers 

Coping with Well Failure 

Small 

Farmers 

Large 

Fanners 

Drilled another welt 

- 

49 

Deepened existing well 

- 

20 

Used drip irrigation 

- 

20 

Bought irrigation water 

32 

5 

Invested on improved storage 
structures 


30 


Small and Large Farmers apibr Weu. Failure 

(/fl rupees) 


Petty 

Buying 

Dairy 

Dry Land 

Business 

Mulberry 

Income 

Agriculture 

Income 

to Rear 


income 


Silk Worms 




4,000 1,000 3,000 

.5,600 5,000 6,000 10,000 
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dug wells earlier reaped the fruits of 
groundwater on a sustainable basis as their 
water withdrawal was in consonance with 
the recharge capacities and their cropping 
pattern was in consonance with the well 
productivity. The dug well provided equity 
for small and large farmers, as around 40 per 
cent of the farmers were owning dug wells. 
The dug wells were more whole as they 
provided drinking water, water for washing 
clothes, a swimming pool for learners and 
fishery in addition to irrigation water. These 
benefits have now been totally denied to the 
present generation as the euphoria of well 
drilling continued unabated, as farmers were 
myopic to glorify successes and grossly 
discount failures. In addition, the irrigation 
tanks which were the major .source of surface 
irrigation as well as groundwater recharge 
in dug wells were well maintained and helped 
in groundwater recharge. Institutional factors 
were largely responsible for the maintenance 
of irrigation tanks. These institutions 
degraded after the irrigation tanks were 
formally taken over by the government and 
the ‘sense of belongingness' petered out. At 
present dug wells have just become ‘museum* 
pieces for elders to exhibit them as a mark 
of their agriculture heritage. 

Considering the location of dug wells con¬ 
structed earlier, a good majority of the earlier 
wells were located in the proximity of irriga¬ 
tion tanks which it.self provided a strong 
base for the su.stenance of wells and their 
management. But the wells constructed later 
on during the 1970s did not follow the same 
pattern of location in the tank command. 
After the 1980s the btwcweH location virtually 
was spread al I over without due consideration 
to the water bodies. This is also one of the 
reasons for the high degree of bore well 
failure. 

The fast rig technology enabled farmers 
to drill deeper horewells ranging from 200 
to SOO feet in many areas. Interestingly, the 
rig technology did not accompany the 
technology of locating well point, even 
though geological surveyors were not that 
few in number. Farmers’ increasing faith in 
local water diviners or water witches also 
indicates the mismatch of technologies of 
fast rigs with local divining. Around 33 per 
cent of the borewells failed in the initial stage 
itself. This has serious equity implications 
on small farmers’ ability to sustain their 
interest in well irrigation (Table 4) as none 
of them were able to invest in additional 
wells, while 49 per cent of the large farmers 
were able to invest on additional well and 
30 per cent of the large farmers were able 
to inve.st on storage structures to store and 
use irrigation water. 

The inter-generational equity thus is falling 
over the years moving with the technology 
of well drilling, water extraction and cropping 
pattern. This has resulted in increasing depth 
of well drilling, and reducedaccess to ground¬ 
water irrespective of their size of holding. 


thus increasing the scarcity of groundwater. 
This trend is most likely to exacerbate for 
future generations as the apathy towards 
tank desiltation has continued. 'Die race to 
exploit groundwater resource will cxintinuc 
exponentially by haves, and have-nots will 
obviously bear the brunt of this negative 
externality. In addition, the knowledge base 
of the farmers is also weakening with regard 
to groundwater literacy. The real cost of 
extr^tion of groundwater will accordingly 
increase over time and this has serious equity 
implications for small farmers. Even 
considering water markets as partial answers 
to ease out inequity, the increasing real 
groundwater prices would mask whatever 
equity is achieved by water markets. The.se 
amply prove the acceptance of the hy pothc.scs 
mentioned earlier. 

The food security and equity was provided 
to a large extent by dug well irrigation. The 
failure of dug wells, shift to high water - 
high value crops and favourable policy 
instruments like soft loans to sink wells and 
zero marginal cost for electrical power to lift 
groundwater, disturbed the equity in well 
irrigation and paved the way for use of 
expensive technologies for rapid harness of 
groundwater. As a result the dug-cum- 
borewell/borewells sprang and contributed 
to inter- and intra-gcnerational inequity even 
though they increased the overall growth in 
agriculture. If equity is one of the concerns 
ofthc society, as small farmers Find itdifticult 
to make huge lumpy and risky investments 
in well irrigation, it is desirable to promote 
group investments among the willingriparian 
farmers to benefit from the fruits of ground- 
water irrigation, thereby distribute the risk 
of failure among many. In order to promote 
inter-gencrational equity, groundwater 
recharge efforts by dcsilting existing irriga¬ 
tion tanks, and various watershed develop¬ 
ment measures be adopted by promoting 
participatory action among fanners. 
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the following table: 


Items of expenditure 

Small 

Large 


Farmers 

Farmers 


(Less 

(More 


than 

than 


5 Acres) 5 Acres) 

Drilling cost 

17,000 

20.130 

Irrigation pump set -t- 
energisation 

24.000 

25,500 

Pump house 

3,000 

3,500 

Pipe line and distribution 

1,700 

5.300 

Repairs to pump 

2,600 

2,460 

Water storage (earthen) 

1.7100 

- 

Improved storage (concrete) 

- 

9,000 

Total 

50,000 

65.890 

Proportion of fanners 
investing 

49 

95 
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PERSPECTIVES 


Liberalisation: In Theory and 
in Practice 

Pradhan H Prasad 

Liberalisation in India has failed to achieve the results it was 
expected to. Many reasons have been advanced for this, including 
tardy implementation and five years being too short a period to judge 
the success or otherwise of liberalisation. Be that as it may, a probe 
into the theory and practice of liberalisation may be useful at this 


stage. 

THE policy of liberalisation (or what is also 
termed as the New Economic Policy), which 
essentially implies strengthening the role of 
market forces at the cost of reduced role of 
state's intervention, was opted for in India 
after 1991-92, What baffles most of its 
protagonists is iLs fai lure to achieve the desired 
result. Many attribute its failure to its tardy 
implementation. Some question its theoretical 
validity. The opinion is also voiced that five 
years is too short a pci iod to assess the nature 
of its successes and failures. Fai lures are also 
attributed to the fact that the liberalisation 
policy is not comprehensive enough. It 
remains cnnAned to the commodity and 
capital markets to the exclusion of the labour 
market. Be that as it may be, a further probe 
into the related issues is not uncalled for. 

The theoretical model justifying the 
promotion of the freepiay of market forces 
so as to optimise economic gains to society 
dates back to the doctrine of laisxez-faire 
propounded by Adam Smith in the eighth 


area-specific non-basic goods and not 
between these two commodities which arc 
theonly basic goods in this two sector model. 
However, if wi>w2 and m/1 > b/a, then 
q2/p2 > ql/pl and rl < r2. If in such a 
situation market forces are allowed to play 
their rote fully, the US will produce only 
capital-good and also export part of it to U K 
while UK will specialise in production and 
export of wage-good. In both countries ‘r’ 
will improve. This is known also as Pareto 
Optimal situation. The demand and supply 
of traded goods, in such a situation, deter¬ 
mines the exchange rate and balanceof trade. 
The trade surplus (or deficit), if appears, is 
likely to be a short period pheno-menon. 
Tnese advantages to the countries would 
vanish if extreme forms of slate intervention 
fully restricts trade. It may be noted that here, 
in this model, rc.stricted or free labour market 
has no operative influence. 

However, even with such a strong logical 
foundation, the model does not seem to work 


flowing out of the country as factor income 
but, in the wake of liberalisation, foreign 
investment (faced with large options) move 
to high profit zones and show a tendency 
to decline because of falling interAational 
value of rupee, etc. Hopelessness of the 
.situation gets further highlighted by the 
Table. The theory, thus does not conform to 
practice. 

What has been overlooked in this context 
is that the logic developed so far is not 
applicable in the case of countries which are 
removed from each other on the time path 
of accumulation and capitalist growth 
processes (i c, between developed and 
developing nations). It may be applicable 
between US and UK, between India and 
Pakistan but certainly not between UK and 
India because the capital content of most 
of the basic gcnxls produced remains higher 
in UK than in India. The capital-output ratio 
might have been the same in UK and India 
in about the middle of 18th century, but it 
is not so today. A much higher pei capita 
accumulation in UK as compared to India 
continuing for about two and a half centuries 
has made all the difference in these two 
countries today. Moreover, it is not only that 
the capital-output ratio is presently higher 
in UK than in fndia but even the incremental 
capital-output ratio (ICOR) is about 30 per 
cent higherin UK than in India. Forexample, 
because of differences in the capital content, 
a relatively unsophisticated commodity like 
beef .sold in UK is qualitatively different 
from that sold in India. The same is the case 
with capital goods, intermediate goods, arms, 
etc. That is why India imports largely capital 


decade of the 18th century. Though this 
doctrine was never fully adopted anywhere, 
it is claimed even now that it is supported 
by a strong logical framework. In simplified 
form this can he understood by a two commo¬ 
dities and two countries model as follows. 

One unit of coirmodity one (.say. wage- 
good) is priKluced u.sing ‘a’ unit of wage- 
good and *b’ unit of other commodity (say, 
capital-good). The inputs for production of 
one unit of capital-good arc T unit of wage- 
good and 'in' unit of capital-good. The 
respective prices of wage-good and capital- 
good arc 'p' and 'q' where 'r' symbolises 
the rate of surplus (or the rate of profit) and 
'w' is the wages rate. The model then is 
represented by the following two equations, 
(awp + bq) (|.^r) = p ... (1) 

(Iwp + mq) (l+r) = q ... (2) 

ITie two countries, 1 and 2 arc, say, US 
and UK. Adjusting for the exchange rate 
between the two countries, if the wage rate 
is the same in both countries (i e, WlsWZ), 
then ql/pl s q2/p2 and rl s r2. In this 
situation trade will be confined between 


in India. Five years of the New Economic goods and other es.sentials (like arms, etc) 
Policy 1991 (or the policy of liberalisation) from developed countries (i e, nations 
which ended with 1993-96, provides belonging to world impcriali.sm|. India and 
sufficient evidence of decline in growth also must of the developing nations (ie, the 
rates of income, industrial production, neo-colonies) thus face a seller's market. On 
employment and value of the mpec in terms theothcrhand.thedevelopcdcouniricsimpoit 
of hard currencies and increa.se in the foreign largely non-essentials from the developing 
tradedeficit.dcbtservicingandindebledness nations who are increasingly getting impa- 
and prices as compared to the five years prior tieni to sell their wares (a situation of excess 
to the policy of liberalisation. High hopes supply). In many ca.ses such exportable 
were pinned on the inflow of investment articles require foreign collaboration (for 
from abroad. What was not realised in this example, export quality bicycles in India), 
context is that foreign investment not only This process of exploitation which is the 
results in a portion of domestic production cause of ever increasing distress and misery 

Table 

Period Perceniage to Net National 

_ Product at Factor C ost _ 

Net inflow of interest on Net Outflow of 
Foreign Investment Foreign Loans Factor Income 

Five Years Prior to Liberalisation 

1986-87 to 1990-91 3.6 0.8 1.4 

Five Years of Liberalisation 

1991-92 to 1995-96 1.1 1-4 2.1 

Source'. Government of India. National Account Staii.uit it. 
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to the large bulk of Indians is not of recent 
origin. It dates back to about two and a half 
centuries ago. India was sucked into the 
process of colonial exploitation with the 
advent of the East India Company (a British 
trading company) on its soil, particularly 
with the company acquiring ‘Diwani’ (i e, 
the right of civil administration) of Bengal, 
Bihar and Orissa in 1764. Rack-renting 
associated with extreme barbarism became 
the part of its trading profits (i e, a constituent 
of factor income) which itself was a product 
of highly unequal exchange. Capitalist 
growth in Britain was made possible from 
such outflow of resources as factor incomes 
from the colonies for centunes. It is this 
which made Marx remark in 1853 that “the 
profound hypocrisy and inherent barbarism 
of bourgeoiscivilisation lies unveiled before 
our eyes, turning from its home, where it 
assumes respectable forms, to the colonies, 
where it goes naked.” A very conservative 
estimate would show that alraut S per cent 
of India’s income was flowing out of the 
impoverished country in the last decade of 
the 19th century when the per capita income 
of Great Britain was about 21 times higher 
than that of British India. 'The process of 
outflow of factor income from the neo¬ 
colonies continues (Table), even when at 
present the per capita gross national product 
(GNP) of UK is about 60 times higher than 
that of India. The per capita GNP of the high- 
income economies today is about 61 times 
higher than that of the low-income 
economies. Though moving in the same 
direction, India is yet to achieve the level 
of drain of resources which has been reached 
by some of the neo-colonies like Peru, 
Argentina, Chile, Thailand, etc. The 
percentage of net outflow of factor income 
to gross domestic product (GDP) in 1991 
happened to be 52.7, 19.2, 6.7 and 5.4, 
respectively for Peru. Argentina, Chile and 
Thailand. However, in many countries the 
estimate of net outtlow of factor income 
suffers from the limitation of the non¬ 
comparable nature of their GNPs. In many 
other neo-colonies it gets highly under¬ 
estimated because many billionaires and 
tycoons prefer to receive a pan of their factor 
incomes in such neo-colonies as it offer them 
tax and other advantages. For example, 
instead of outflow, there is net inflow of 
factor income in Hong Kong which is about 
15 2 per cent of its GDP in 1991 and this 
percentage is highet than in UK. The 
percentage of net inflow of factor income 
to GDP in Germany, UK and US in 1991 
happened to be 20.8,8.9 and 1.2, respectively. 
Thus the capitalist mode of production does 
not hold out any hope for India's piogress 
through the process of accumulation specially 
in view of the ever increasing ICOR the 
world over. 

The other facet oi the policy of 
liberalisation is that it is heavily lotided against 


employment of labour. Though the ‘golden 
handshake’, which is an integral part of 
liberalisation, has come under scathing 
criticism by the Indian trade unions, 
retrenchment and laying off of labour 
continues, often using constitutional 
measures against which there is no appeal. 
For example, following a Supreme Court 
judgment, 168 industrial units were closed 
in Delhi in November 1996 laying off about 
40,0(X) workers. About 39,000 industrial 
units in and around Delhi have been served 
with similar orders which are likely to lay 
off a large number of workers. Of course, 
they are supposed to be able to get six years' 
salary in lieu of their jobs which tantamounts 
to a forced ‘golden handshake’. But at the 
same time it would add to the increasing 
unemployment which has been playing havoc 
with the .social fabric of this country for the 
past few decades. 

The functioning of this process has also 
been strengthening the compradore class in 
the neo-colonies. The ‘current traasfers’ from 
abroad in the form of loans and grants, 
mostly to the comprador class (including 
many non-governmental organi.sations), with 
a humane face is the most common example 
in this context. In India in 1994-95 about 
82 per cent of out-going factor income was 


thrown back as ‘current transfers’ which not 
only boosted the disposable income of die 
comprador class but also provided earning 
ofinterestforthenationsofneo-impHialism. 
The other example is very subUe. ’The Indian 
state was encouraged to promote IITs and 
IIMs, academic institutions of excellence 
related to capitalist technology and 
management, ostensibly to impart high 
technological training to Indians. ’Then the 
firms of the imperialist nations pick up the 
toppers and employ them intheir subsidiaries 
producing services, say, related to 
communication networks. The investment 
in suchsubsidiariesisnot much. Their smooth 
and quick functioning is maintained by 
satellitetransferof data between subsidiaries 
and the parent company. Since the minimum 
wages which the parent company would 
have to pay in US will be about 3,000 US 
dollars per person per month, it saves by 
paying to Indians employed in India Rs 
30,000 per person per month (i e, less than 
1,000 US dollars). Thus it not only saves 
the firm 2,000 US dollars per person per 
month employed in subsidiaries but earns 
for it extra loyalty thereby strengthening the 
compradore class. Hie process has many 
more subtle and highly skillful ways to 
promote and strengthen thecompradorelass. 
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REVIEWS 


Irrigation Reform 

Ashok K Mitra 

Water Institutions in India: Economics, Law and Policy by R Maria Salcth; 
Commonwealth Publishers, New Delhi, 1996; pp 299 + ix, Rs 480. 


EVEN though the problems related to water 
resources use in India and the low efficiency 
with which most major and medium surface 
irrigation systems in particular operate are 
widely discussed issues for long in the 
literature on water resources management, 
it is only in recent years that the pivotal role 
of associated water institutions in seeking 
remedial measures for promoting water use 
efficiency and conservation of water 
resources, specially in relation to irrigation, 
has been gaining ground. The message is 
now coming clear and loud that the days of 
dealing with technical and financial 
parameters, e g, design and construction of 
distribution systems, cost aspectsof operation 
and maintenance of such a system and the 
related water charges, etc, disregarding the 
current institutions that govern water resource 
development.s, distribution and utilisation, 
are over. 

Ibe book under review is a successful 
attempt in the direction of overcoming the 
piecemeal approach to analysing the 
problems of water resource management by 
making an indepth study of water institutions, 
specially from an interdisciplinary 
perspective, focusing on the economic, legal 
and policy dimensions. It goes a step further 
in such an attempt by arguing and making 
out a case for establishment of individual 
and collective water rights in orderto provide 
much needed economic incentives to farmers 
for promoting water use efficiency and 
conservation. As rightly pointed out in the 
book, not only do existing water institutions 
fail to generate the much needed economic 
incentive for adopting water saving 
technologies, cropping pattern and financing 
practices, but in fact they generate a kind 
of perverse incentive that leads to the 
paradoxical phenomenon of groundwater 
depletion and canal water overuse in the very 
face of water scarcity. 

The dis'eussion is divided into nine 
' chapters. In the first chapter, the author 
provides the backdrop against which the 
issues in the subsequent chapters are cast for 
discussion. This backdrop in terms of a 
review is organised around five major gaps 
currently present in our irrigation economy 
and these are identified as (i) irrigation gap, 
(ii) utilisation gap, (iii) incentive gap, (iv) 
financial gap and (v) pciicy/institutional gap 


by the author. While the author cautions the 
readers that such a framework of analysis 
is mainly for convenience, some comments 
and observations on the .same may be in 
order. In dealing with the utili.sation gap the 
author docs not bring out directly the part 
of the utilisation gap arising out of the dif¬ 
ference between the potential created and 
utilised, although the same gets mentioned 
indirectly in the item ‘incentive gap'. 
Government's estimates of potential created 
and potential utilised arc suspect and the gap 
is much higher than what is reported, mainly 
under surface irrigation systems. It is against 
this background that scholars have been 
writing about improving the operation and 
maintenance of the existing systems (which 
have been created through massive inve-st- 
ment of scarce public rc.sources) through a 
judicious mix of technical, financial and 
organisational/institutional changes that 
would send the correct signal to the users 
about the .scarcity value of water and the 
need for its conservation. 

The author forcefully argues for a water 
rights system that defines individual and 
collective water withdrawals through .some 
sort of water quotas (p 23). We shall return 
to this issue in a while but on the face of 
it, on principle, there cannot be twoopinions 
on the matter. However, the basic qiic.stion 
is why confine such rights to water alone'.' 
A minor point about farmer incentive is 
raised by the author through social value of 
water. What is the mechanism ihrougn which 
the real social cost of water can be conveyed 
to the irrigators using groundwater sources'.' 
Aflcrall it is the market-led incentives which 
have made the Punjab farmers exploit the 
groundwater to its fullest. Is it not that the 
availability of institutional credit at the 
concessional rate for investment in well 
irrigation and the availability of electricity 
at subsidised rate that have led to such a 
development? To question such incentive 
policies in the agricultural sector is to question 
the whole agricultural development pro- 
grammeofthc 1970$ and 198()s. The problem 
of difference between the social and private 
valuation of costs and benefits is not peculiar 
to water alone; until in all .spheres of economic 
activity (rural or urban) social valuation is 
ensured, the problem of second best will 
crop up. 


While arguing for an appropriate pricing 
ol irrigation water, the author emphasises 
the necessity for a carefully designed 
institutional framework within which such 
a pricing policy is to be pursued. A brief 
account of the water pricing policy in India 
presented in chapter 2 provides the setting 
for further discussion of the issue in the 
context of proposed changes in water 
institutions. The thrust of the argument by 
the author is that for water pricing policy 
to be an incentive and equity instrument, it 
needs to be a part of an institutional frame¬ 
work centred on a system of water rights and 
quotas. 

I'hc author's argument that the regulatory 
impact of electric tariff and supply policies 
is cither suspect or only of limited conse¬ 
quence insofar as groundwater withdrawal 
decisions of the tarmers are concerned (p 85) 
IS untenable and gives a wrong signal. First, 
the argument is based on data pertaining to 
theperiod 1976-77and,.second,thedominant 
role of diesel-powered pumpsets is not 
rcllcctcd in the data presented in chapter 3. 
Farmers in Maharashtra arc known to keep 
diesel engines as standby arrangements for 
irrigation in the event of cut in power supply. 
It is nobody’s point that highci power tariff 
will automatically lead to reduction in 
groundwater withdrawal to the desired 
extent; all one is arguing is that it will have 
a dampening cficct on the tempo of with¬ 
drawal, specially in the overexploited tracts 
along with self-imposed discipline on 
wasteful use of water. Further, such a hike 
in tariff is likely to induce the farmers to get 
the ell'icicncy of pumping improved. I'hc 
author's argument that in.solarasthcincrcased 
tarilf still forms only a meagre proportion of 
the additional i ncomc generated from agricul¬ 
ture, a tanner’s water withdrawal decision 
will not get alTected by |)ower tariff policies 
should apply with equal force to the use of 
other yield-raising inputs too, say,fertilisers. 
Then why such a hue and cry against raising 
the price ol lertiliser through decontrol'^ 

The author has advanced both theoretical 
and practical considerations to evaluate the 
efficacy of the power tarilf as an instrument 
ol groundwater regiilaiioii (chapter 4). The 
theoretical argument revolves around the 
shape of the demand curve for power and 
the location of the kink occurring on it. The 
author argues that since the shape of the 
demand curve is convex to the origin, at 
higher prices the demand is inelastic and 
hence the dccrea.se in power consumption 
resulting from increase in price would be 
proportionately less as the tariff is gradually 
incrca.sed. Notwithstanding the above argu¬ 
ment. an inverse relationship between power 
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consumption and taritT nevertheless exists 
and that is what probably matters in slowing 
down power consumption and perhaps to 
that extent withdrawal of groundwater. As 
regards kink in the demand curve, it may 
be occurring at a very low price range because 
of the factors mentioned by the author, and 
for all we know such a kink may give rise 
to wasteful extraction of water. Insofar as 
switching to diesel pumpsets by the farmers 
at some point in response to hike in electricity 
tariff is concerned, pricing of diesel ought 
to reflect its social opportunity cost which 
then will be equally prohibitive for such a 
switch. The basic issue in this regard is the 
expenditure on electricity incurred by a 
farmer in irrigating a hectare of land as a 
proportion of total cost of cultivation per 
hectare and/or gro.ss value of output per 
hectare. So long as these proportions are 
very small, farmers' responsiveness to a hike 
in electricity tariff is bound to be less. As 
regards the question of equity loss due to 
hike in powci. the interest of small and 
marginal farmers can be taken care of through 
subsidiscdcrop loan provided by the agencies 
looking after their interest. 

In chapters 5 and 6, while dealing with 
the rental markets for imgationn assets and 
groundwater buying decisions, respectively, 
the author argues that rentals could increase 
the efficiency in the use of water and energy 
resources as rental cost may induce the 
farmers to reduce irrigation frequency by 
best utilising the available soil moisture and 
that groundwater transfer infuses certain 
disc i pi inc in t he u.se of scarce water resources. 
One wonders whether the same arguments 
cannot be put forward to electricity tariff too. 
Further, while the author finds that rental 
activities benefit mainly small and marginal 
farmers, one also finds at the same time that 
around 40 per cent or more of the total 
pumpsets were owned by small farmers in 
the statesofWest Bengal,Tamil Nadu, Bihar 
and Uttar Pradesh, indicating the equity 
aspect. Logit model.'- jf rental decision and 
groundwater buying decision attempted by 
the author are, however, interesting exercises 
towards better understanding of the relative 
role of factors likely to affect such decisions. 

The discussion on a groundwater market 
in India is commendable where the author 
forcefully argues that regulatory measures 
taken to restrain overexploitation of 
grounwater under the de facto water rights 
systems ate incapable of addressing the 
fundamental intra-generational inequity let 
alone limiting water withdrawal from the 
point of view of ecological sustainability. In 
this section, the author also explains the 
perception of groundwater markets as rental 
markets based on ownership rights sy.stems. 

Di.scussion on water rights and need for 
water rights-centred water law reforms for 


sustainable development and towards new 
water institutions, presented in chapters 8 
and 9, is stimulating and constitute the central 
theme around which the study is built. The 
author argues that enactment of such a water 
law is a precondition for supporting reforms 
in the irrigation .sector. This, in our opinion, 
would be more so i n the case of ground water. 
In the case of surface water, irrigation reforms 
via financial autonomy of irrigation agency 
and farmers’ participation will in its wake 
bring about changes in the irrigation acts and 
in water rights established through customs. 

Sustainability of irrigated agriculture, 
without doubt, ought to be the objective of 
long-term planning for irrigation develop¬ 
ment. The author argues that the threat to 
such sustainability is going to come from the 
difference in tlic value of water underlying 
the current pattern of water utilisation which 
is the product of existing policies and 
institutions governing water acquisition, 
distribution and utilisation and the scarcity 
value of water. Hence the need for a water 


THERE has been a remarkable resurgence 
of political theory in the past three decades 
or so. It involves theorisation of new changes 
and challenges, questioning accepted modes 
of understanding and appropriation, nftcring 
alternative interpretations or making a 
latent versioncnticalormarshallmgngorous 
conceptual analysis which self-consciously 
rcllects on its own grounding principles. 
Such shifts and reformulations have made 
core anchors and assumption of such 
ideologies as liberalism or Marxism con¬ 
tentious. Alternative perceptions arc de¬ 
ployed not merely in explanatory theory but 
normative frameworks as well. 

One of the key recurring concepts in 
political theory in recent times has been civil 
society. Credit needs to go to Antonio 
Gramsci, the Italian thinker and revolu¬ 
tionary, for highlighting its significance for 
understanding social formations and devising 
radical political alternatives in our times. 
But civil society has come to the fore from 
several other directions as well such as the 
debate among Marxists regarding the nature 
of the state particularly on the issue of its 
relative autonomy, with respect to say the 
economy, the rallying cry of libertarians, 
such as that of F A Hayek and Milton 
Fnedman, against the welfare state in the 


law reform focusing on clear-cut and prio¬ 
ritised water rights. The essential features of 
such water nghts-centred water law are 
private ownership and transferability within 
the public iiust framework, while it may not 
be very difficult to introduce such water 
rights (quotas) under public surface irrigation 
systems, to what extent such quotas could 
be fixed through volumetric measurement 
under private groundwater irrigation on per 
capita basis remains a question mark. 

The book is a valuable contribution to the 
ongoing debate on irrigation sector reform 
and its comprehensive treatment of water 
institutions covering economic and legal 
aspects shows the way for initiating steps 
towards bringingabout the necessary reforms 
in the irrigation .sector of our economy. The 
author has a lucid and effective style of 
pre.scntatinn which makes reading easy and 
absorbing. All serious researchers and policy¬ 
makers in the field of irrigation development 
and management will find the book extremely 
rewarding. 


name of liberty and ‘neutral framework’, the 
impact of thinkers like Michael Foucault 
who highlight the micro-politics of power 
relations, Gandhi ’sconception of swaraj and 
its relation to autonomy, political order, 
civilisation and culture and in recent days 
the civic-republican movement in eastern 
Europe and the former Soviet Union that 
eventually saw the collapse of tlieirrc.spective 
regimes. 

Nccra Chandoke, i n Stale and CMl Society. 
Explorations in Political Theory, locates 
herself in the context of the revival of political 
theory and attempts to retrieve the concept 
of civil six'iety from partisan ideological 
ghettos while at the same time defending the 
partisanship of civil society towards 
emancipation. 

Chandoke sets off by arguing why an 
understanding of the state calls for an 
understanding of civil .society. She adopu 
a tentative understanding of the civil society 
initially which isto be progressively enriched 
in course by culling out its relations, 
comparisons and discursive formulations. 
To start with, civil society is "the site at 
which mediations and contestations take 
place; the site at which .society enters into 
a relationship with the state". It is “political 
participation, state accountability and 


The Unwieldy Civil Society 

Valerian Rodrigues 

State and Civil Society Exploration in Political Theory by Nccra Chandoke; 
Sage, New Delhi and Thousand Oaks, London, 1995; pp 255. 
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publicity of politics” through “associational 
and representative forms, a free press and 
social associations" (p 9). It is closely linked 
to democracy and given the social relations 
of domination, civil society is the arena of 
contestation where social forces attempt to 
outbid one another. Therefore the neo-liberal 
agenda advocating “privatisation, de¬ 
nationalisation, de-regulation and de- 
statisation", ostensibly meant to ‘roll-back 
the state' in the name of civil society arc a 
'truncated and restricted’ view (pp 10-11). 

Theoretical journeys are located i n pol itical 
and discursive contexts. Chandoke traces 
the same for the stale which in turn leads 
her to suggest that understanding the state 
makes an engagement with civil society 
indispensable. .Such a trajectory, however, 
has been highly o.scillating in contemporary 
.study. The credit of bringing the state to the 
centre-stage of consideration, after being 
ignored by the .so-called behavioural 
revolution, belongs to Milrxist .scholarship 
of the 1960s which stressed the autonomy 
of the state against the widespread tendency 
of economic determinism. This debate on 
the autonomy of the state spills over into the 
general scholarship on state leading .several 
scholars to take up strongly statist positions, 
"against society-centred theories of the state”. 
They .stress on "the capacity and the ptiwer 
of the slate rather than its linkages with 
society” (p 50). The perspectives on power 
and domination ot Michael Foucault together 
with the revival of Gramscian thought shifts 
the pendulum towards civil society. The 
author makes a critique of such society- 
centred perspectives and suggests a third 
perspective where civil society and state are 
brought into relation. In this perspective she 
sees the state as a “social relation" (p 65) 
and as the “codified power of social 
formation” (p 65) and on that basi s proceeds 
to demarcate the respective spheres of state 
and civil .society. 

In the subsequent two chapters 3 and 4, 
the author advances a conceptual history of 
civil society. She rightly suggests that 
although the conception of civil society has 
certain early antecedents it is "peculiarly a 
modern concept that emerges between 
17th and 19th centuries” (p 79). Its early 
formulations are made by the contractualists 
who contrast it to state of nature and in the 
school of cla.ssical political economy who 
contrast it with the stale. Hegel. Marx and 
subsequently Antonio Gramsci were to 
construct the space, relations and boundaries 
of civil society in vastly different ways. 

Chapter 5 entitled “Civil Society- 
Reconsidered; The Constitution of the Civil 
Sphere”, is an attempt to rework the concept 
of civil .society in the background of the 
preceding discussion and elaborations. She 
finds that the concept of civil society caught 


in the vortex of liberal and Marxist positions 
has been considerably impoverished, oRen 
reducing it into “a rag-bag containing every¬ 
thing apart from the stale” (p 167). By re¬ 
activating these positions she sees con¬ 
siderable scope for a proper conception of 
ci vil stKicty. However, she also pmblemati.ses 
both the poles, bounding the civil society, 
i c, the private sphere and the state. While 
teminist critique has demonstrated that the 
former is a major terrain of gender domi¬ 
nation, the state plays an active role in 
constituting civil society. Chandoke's civil 
society, therefore, makes deep forays both 
into the private sphere and into the arena of 
state. 

Chandoke is not satisHed by seeing the 
civil society as a terrain of a specific 
articulation of social relations but proceeds 
in Chapter 6 to emphasise it as the ‘Arena 
of Contestation’. Unlike the earlier chapters, 
here issues arc illu.strated from the Indian 
backdrop. Conmstation from below requires 
networking with the fragmented and often 
localised forms, issues and constituencies of 
struggle and considerations towards organi¬ 
sational question Such an emancipatory 
project can be knitted only by accepting 
certain nodal principles and norms. Chandoke 
thinks that freedom and equality can foot 
stich a bill. Prom such a perspective she sees 
post-modernism as a highly reactionary 
intellectual and political trend as it snaps all 
binding chords across fragmentary .social 
existence. She also finds the discourse of 
new social movements and their shift to 
cultural pol itics as not a whole.somc develop¬ 
ment as they do n.rt challenge the state which 
any emancipatory project is necessarily called 
upon to do. 

Chapter 7 titled ‘Restating the Need for 
Civil Society’, which .seems to be largely an 
after-thought and serves as a conclusion, is 
mai niy devoted to castigate the Sangh pan var 
and Its politics. Chandoke, without mincing 
words, issues thcclarion call to battle against 
this “anti-democraicand tntalitanan” (p 242) 
tendency. It goes well with her conception 
of civil .society as a /one of contention. This 
book isundoubtcdly a majorattempt towards 
the construction of a theory of civil .society 
ably deploying its discursive dimensions 
and opening up immense possibilities for 
reinforcing a democratic and emancipatory 
project. 

However, Chandoke’s attempt to extend 
and reinforce the planks of civil society 
makes it to sink under its own weight. She 
includes too many things into it. making it 
the veritable ‘rag-bag’, although her good 
intentions were otherwise. Gotni intentions 
and political agendas, however, do not 
necessarily supply theoretical clarity. In quite 
a few places ‘good politics’ takes over good 
analysis in the book. 


For Chandoke civil society works out its 
own emancipatory project. There is no 
valorised agency such as the proletariat which 
while pursuing its emancipation also leads 
to universal emancipation. In her 
considerations on Marx she had emphasised 
on this issue as a key clement distinguishing 
Hegelian conception of civil society from 
that of Marx. But in her recapitulation it is 
set aside without giving any reason. 

On the other hand Chandoke resorts to 
“democratic values of freedom and equality” 
(p 219) as the nodal values to negotiate in 
the contentions of civil society. But freedom 
and equality as values arc not unproblematic 
and non-contentious as Marx has 
demonstrated. I believe, the limitations when 
rights are called in to arbitrate across 
fundamental antagonisms of civil society. I 
But the problem with Chandoke is that she 
goes on adding new values, without stating 
so, such as ‘justice’, ‘common good’, etc. 
If all this is true, then it rests upon Chandoke 
to defend how hcrconception of civil society 
IS different from those of a good liberal. 

The slipperiness of her reconsidered civil 
society is made more precarious by the 
racincss on the final chapters, against the 
carefully worked out earlier chapters, as if 
she had to keep her date with the publishers. 
She brings in issues such as post-modernism 
and new social movements for critical 
consideration but nut with the thoroughness 
displayed in her conceptual history. One can 
well ask, if these issues arc significant, why 
not other issues such as communitarianism 
and so on which plausibly have a lot to say 
on civil society. 

The few references to Gandhi, Amhedkar 
or Nehru are irk.some. There is a great deal 
of contemporary scholarship in India which 
has seen them as taking overboard 
determinate, if not original, conceptions of 
civil .society. It is al.so a little sad to note that 
a book cast in the framework of a general 
theory of civil society when it comes to 
di.scuss contestations alludes primarily to the 
political and social conflicts in India. Again 
‘the rush’ seems to have dictated terms than 
the promise of the framework. 

Maybe a final comment is in place. This 
is to do partly with a methodological con¬ 
cern. Too many issues are settled in this 
work by appeal to authority of authors 
and texts and simple assertions of political 
beliefs rather than deriving them by 
arguments and refutations. However, it would 
have called for the recasting of the thesis 
very differently than how it has come to be 
developed. 

Note 

I For a lucid discussion on these issues .see 

Steven Lukes, Marxism and Morality, 

Clarendon Press, Oxford, 1985. 
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SPECIAL ARTICLES 


Technology and Dialectics 

Nasir Tyabjl 

The industrial revolution was defined by the phenomenon of the application of systematicaily acquired knowledge 
(of thermodynamics) to the improvement of production methods (the steam engine). The implications of this lay, 
decisively, in opening the area of knowledge of production methods, in general, to human enquiry. This was given 
the (refurbished) name of technology, and accorded a central role in the dialectics of capitalism. Utter, the 1931 
International Conference on the History of .Science and Technology formulated key ideas in the dialectics of 
technology. This groundwork laid the basis for substantial advances in the history of technology in the subsequent 
years. 

However, inadequate theoretical elaboration of the institutional forms in which technological knowledge is 
commercialised has created the space for the growth of arcane theories of technology, which attribute to it a 
malignant agency. The emotive appeal of these theories is indicative of the reality: the results of the post-1945 
scientific and technological revolution are expre.ssed in forms structured by a transnational-dominated world 
economy. 


I 

Introduction 

ECONOMICS is viriiially unique amongst 
the social sciences in its long-standing interest 
in analysing the nature and causes of 
technological change. Adam Smith in the 
18th century was followed by Andrew Urc, 
Charles Babbage and. of course. Marx and 
Schumpeter m the 19th and 2Uth centuries. 
However, most of the contributions by 
economists of a more contemporary period 
arc not pailicularly relevant to the study of 
technology as a specific social science.' The 
rca.son for this is that the primary concern 
of recent economic theorising is with the role 
of technology in the process of economic 
growth, which is itself defined in increasingly 
more rigorous terms. While this is obviously 
a positive feature, it is an accompanying 
methodoUigical concern that limits the 
duscussion of technological issues. This is 
the presumption that the major concern in 
theorising is with the nature of competition 
in the market whicn would best promote 
economic growth. It is the assumption that 
It is necessarily competit ion between di.scrcte 
entities (the firm), and that loo, through the 
mechanism of the market, that advances 
technological knowledge that is the really 
limiting feature (or more precisely the 
ideological clement) of most of the work 
undertaken by economists in the iield. 

Until relatively recently, of course, the 
specific natiireof the way in which technology 
was conceptualised in economic literature 
was not really of concern. This was largely 
because issues of economic growth were the 
only channel through which technology 
impressed itself on the public con.sciousness. 
It was only with the evolution of the ‘general 
student of technology’ that there arose the 
need for a concept of technology as an entity 


with Its own dialectics. This led to the 
recognition of the (necessarily) partial 
characterisation ot technology within 
economic literature. 

A majorimpetus tothe study of technology 
came from the effects of the major 
technological developments of the last 50 
years which have been identified as markers 
of the scientific and technological revolution.^ 
The development of processes for the 
controlled rclca.se of nuclear energy, the 
possibility of major humanorgan transplants, 
the introduction ot birth control mechanisms 
and I he development of electronics form one 
aspect of this era. However, it has coincided 
with the appearance of the atomic and 
hydrogen bomb, the criminal introduction 
ol impericctly tested drugs such as 
thalidomide, and the prevalence of a scries 
of disa.stcrs such as pl.inc crashes,dam bursts 
and nuclear blowups which has even led to 
the sardonic characterisation of this era as 
a.ssociated with ‘normal accidents'.' Thc.se 
events have given Iresh life to the growth 
of artifactist thought-a line of philo-sophical 
reasoning that argues that the disasters 
.sometimes as.sociatcd with the use of modern 
technological artifacts arc caused by the very 
nature of the technological processes 
themselves. 

In one of it.s most recent formulations, the 
artifactist lineof reasoning woulddi.stinguish 
between the impi ications for .society between 
the handtcxils of the handicrafts era and the 
machines of sub.scqucnt eras as follows; 
because they are dependent on human users 
for both their source of movement and for 
guidance in their action, handtools have a 
unique relation.ship and dependency on 
human beings. To the extent that machines 
become independent, not only ot human 
energy sources, but alsoof a human directing 
agency (as with automation) they begin to 


achieve a degree of autonomy' Further, 
because machines concentrate increasingly 
greater quantum of energy in the hands of 
users, they ncccs.sarily introduce inequalities 
into the social order that would otherwise 
nut be present. According to this line ot 
reasoning, the person who owns a machine 
has more power than one who does not. 
Power is thus sten togruwout ot the structure 
ot the tool or machine rather than from the 
.social organisation. 

Leading on from this argument is the 
proposition that technology can become auto¬ 
nomous in relation to human users (even if 
not to its manutacturers). Different kinds of 
technology can have inherent features that 
generate quitedistinctive impacts on societal 
orders. Most crucially, this IS trueindependent 
of the social context within which some 
particular technology might be embedded nr 
the particular social process it is as.socialed 
with 

One ol the major reason' for the growth 
and .social acceptability ot this line of 
reasoning has lain in the frightening attempts 
by some proponents of technology to promote 
technological solutions to societal crisis even 
before the problem has been decomposed 
into its .socio-cultural (and political) and 
technological components. This is a mani- 
icstation of the propagation of a technological 
philo.sophy of technology (and society). This 
attempts, as did mechanistic philosophies of 
science with the emerging social sciences of 
the 19th century, to represent technological 
rca.soning as a superior mtxlc of thought to 
all others.-' 

It is for these rea.suns that renewed concern 
must be generated fni views of technology 
which, whilegroundingthemselves in acon- 
crcicanalysts of the present situation, provide 
a direction by which this situation may he 
transcended. It is quite clear that such a path 
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cannot be located within a trajectory of 
technological traasfnrmalion alone: however, 
it is equally clear that it requires a conception 
of technology and its relationship to society 
which will permit such a transformation, i 
e, both a dialectics of technology and a 
dialectics of technology and society. 

II 

Technology as an Object of Enquiry 

With the scientific revolution of the 16th 
and 17th centuries, the idea that science was 
not a hard-and-fast system of knowledge, 
but rather a system in constant Ilux (and that 
this could more accurately be called a process 
of knowledge acquisition) became generally 
accepted. In fact, without this change there 
could not have developed a distinct branch 
of knowledge now characterised as the history 
of .science.'* Simultaneously, with the 
dramatic challenge which Kcppicr’s and 
Copernicus’ theories posed to the church, 
came the recognition that science was a 
special kindofknowledge.The philosophical 
basis of this knowledge, expressed through 
both ideas and theories, came to be 
characterised as positivism, based as it was 
on extensions to Newtonian mechanics. 
Modern theories of dialectics may be .seen 
to be the result of the development of the 
philosophy of science. Philosophy, ofcour.se, 
is engaged with science both in terms of the 
thcoriesof scienceandtheories about science. 
On the other hand, scicnlinc theories and 
their associated ideas began quite early to 
influence visions of both the natural order 
and that of human societies: to the extent 
that philosophy implies a world view, 
.scientific thought constitutes an implicit 
philosophy. Howevet, in its primary scn.se 
philn.sophy of science is concerned with the 
nature of ideas and theories about science. 
It is well accepted that questions such as the 
nature of science, the meaning of .science and 
the concept oftmth in science are all important 
issues in the philosophy of science. 

Because technology is usually understood 
to mean the act of making and using tools, 
and later, machines, the relationship between 
technology and ideas is not as easily apparent 
as that between science and ideas. Often, 
when ideas are at all associated with techno¬ 
logy , they arc seen to be scientific ideas used 
in a practical context.^This is a long di.stancc 
away from, and also an indication of the very 
limited progress made in the 160 years since 
Babbage laid down the intellectual 
possibilities of technological enquiry:* 

... the arrangemcnis which ought to regulate 
the interior economy of a manufactory arc 
founded on principles of deeper root than 
may have been supposed, and are capable 
of teing usefully employed in preparing the 
road to some of the sublimest investigations 
of the human mind. 

Much earlier, of couri.e. Bacon had argued 


that traditional philosophy had done less to 
change the world than had the invention of 
gun powder, printing and the compass. 
Philosophy (especially natural philosophy) 
should thus change its focus of concern and 
should became allied with the process of 
manufacture of tools.'* 

The 17th century .scientific revolution is, 
of course, synonymous with the disjuncture 
with the ancient idea of science, which saw 
its role to be the explanation of directly 
perceived reality.*" Further, experimental 
science defined itself, by contrast with 
Ari.stotclian thought, by postulating the 
application of geometrical and mechanical 
laws to nature. This was in opposition to 
efforts at the development of purely an 
intellectual vision of realities beyond the 
tangible world." More importantly, it 
established the sphere of prcxiuction as a 
legitimate area for the application of reason. 
Thus defined, technological 'thought' arises 
when the scientific revolution recogni.scs 
and requires the incorporation of the analysis 
of the sphere of production techniques to 
further its own development. 

This was the beginning of the era of tech¬ 
nological thought but not yet of technology. 

A much longer period was neces.sary, in fact 
several centuries before this interaction 
between .science and productive technique 
could be put into practice. On the one hand. 
Bacon’s idea of combining the resource¬ 
fulness of .scientists, craftspeople and entre¬ 
preneurs in the better production of com¬ 
modities granted a legitimacy and power to 
technical knowledge which exi.sting societies 
were not prepared to admit. On the other 
hand, and more decisively, those very 
societies had not developed the economic 
forms of organisation within which the appli¬ 
cation of science to production methods 
would bring about decisive (economic) ad¬ 
vantage. A technical culture was still only 
perceived as in the nature of a promise, with¬ 
out its own institutions and professional 
practitioners capable of influencing the eco¬ 
nomic and social organisation of the world. 

In the English speaking world, the word 
technology has come to mean the specialised 
knowledge associated with production in all 
historical eras, and techniques to the skills 
and methods associated with production (or 
even with cultural and social activities such 
as swi mming and dancing). On the European 
continent, in contrast, technique denotes all 
activities associated with production while 
technology is specific to the more advanced 
methods. Technology embodies accumulated 
knowledge, labour power and skills which 
owe their effectiveness to the use of tools 
for a long historical period. However a 
qualitatively new dimension is added by the 
way technology interrelates with science, 
and to the industrial system, to develop and 
achieve re.sults. 


Artifactist thought, of course, would claim 
that human societies have always been 
technological in nature, initially creators of 
tools, and then of machines. However, this 
transposition of the modem meaning of 
technology to cover production techniques 
which originated before the scientific 
revolution, essentially ignores the radical 
changes brought about by the growing 
connection between science and production 
from the mid-l9th century onwards. This is 
in no way to ignore the historical evidence 
that in the pre-machine age, production 
methods could be systematised by 
formalising intuitive .skills, the process of 
trial-and-error learning, to non-lheorctical 
tools or maxims, and to some extent to 
articulate skill in dc.scriptive mathematical 
forms. The change which gave technology 
its modem sense was the development of the 
strictly technological disciplines, of the 
strictly .scienti lie production techniques, and 
the introduction of a body of professionals, 
engineers, technologists and managers. 
Parenthetically, it may also be noted that 
there exists in the heritage of philosophic 
thought, at least an implicit philosophy of 
pre-machine age production methods which 
implies the fundamental distinction between 
the production knowledge system of that 
period and of technology." 

Technology thus dates from the era of 
mechanisation, the industrial revolution, 
profcs.sional training for engineers and the 
cvcr-closer integration of science and 
production methods.'■* The first two 
conditions were met by the end of the 18th 
century, the third came in the 19th century, 
while the fourth, begun in the 19th century, 
was completed in the form of the .scientific 
and technological revolution in the mid-20th 
century. In its most developed form, 
technology implies the existence ofboth the 
factory and the laboratory in a systematic 
relationship.*’ 

It is significant 'hat the word technology 
was given its modem meaning and came i nto 
general usage in the 20th century when 
handicraft production had been decisively 
replaced by machine-based production, and 
with economic processes both creating new 
branches of i ndustry and I arge sale expansion 
of theolderbranches.This proccssof mecha¬ 
nisation raised the issue of technological 
dynamism in a political andcconomic context 
and led. eventually, to the concern shown 
by economists with the nexus between 
technology and economic growth, noted at 
the beginning of this paper. 

Ill 

Technology as an Area of Enquiry 

The delineation of an area of enquiry 
denoted by technological thought arose, as 
has been noted, at almost the same lime as 
that of the new scientific thought. However, 
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the major impetus to the general study of 
technology came almost three centuries later, 
with the Soviet delegation's intervention in 
the 1931 International Congress for the 
History of Science and Technology in 
London."'Thc most celebrated of the papers, 
by B Hessen dealt with the social and 
economic context of Newton's Principia. 
Although the paper was concerned with a 
period predating the industrial revolution, 
the vital link with modem concerns lay in 
the methodological innovation based on the 
way it formulated the relationship between 
the world of science and the techniques of 
navigation, of ship-building methods and of 
propulsion problems, all ot which grew 
directly out of the contemporary political 
economy.” 

Implicit in Hessen's analysis were three 
components to an adequate conception of 
technology; the ‘technological history of 
technology' (or more accurately, the 
dialectics ot technology), the relationship 
both between science and the process of 
technological change and the role of 
technological innovation in prc.scnting 
problems promoti ng scienti fic advance; and, 
finally, the relationship between the 
technological area of inquiry and other social 
and cultural institutions and activities.'* It 
needs to be emphasised that the dialectics 
of technology, or the logic specific to the 
evolution of technology is quite distinct to 
the logic of socio-economic history. 

Although these logics arc quite distinct, 
theirrclationshiphasal.soadialectical nature. 
Engels hud, tn fact, demonstrated this with 
his analysis of the industrial revolution. 
Technologically this event was defined by 
the initiation of the interaction between 
science and production methods, persontfied 
by the innovation of the steam engine. 
Equally, the methodological perils of 
disassociating the technological dialectic 
from social and economic history can clearly 
be seen in the subsequent trajectory of the 
concept of the industrial revolution. 
Populari.sed by the series of lectures given 
by Arnold Toynbee, it was subsequently 
enmeshed in controversies about whether 
the industrial revolution was, in fact, a mark 
of any significant socio-economic or cultural 
change (the postulated domain of historical 
enquiry): or even granting *he validity of the 
technological aspect of history, about which 
specific diement of the new machine-based 
production system it is which is paramount 
in defining the industrial revolution."' 

These, however, are arguments of detail. 
Technologically, the industrial revolution 
had as its basis, the transition from the tool 
used by the handicrafts-based production 
system to the three element system of a 
machine (the prime mover, the transmission 
mechanism and the tool). Subsequent changes 
in one element of the machine, the tool. 


either through increases in its individual 
size, or in the number it was proposed to 
operate simultaneously, brought about a 
contradiction with the prevailing forms of 
motive mechanisms (wind, water and animal 
or human effort). The search for a more 
powerful and stable source of motive power 
led to the development of the steam engine. 
The complex of large-scale machine 
production based on steam, which continued 
up to the 1880s and 1890s defined an 
historical era with some specific 
characteristics.*' 

Generally there was a specific process for, 
a given product. The differentiation and 
specialisation of productive processes had 
progressed very little. This, in turn, meant 
that there were few variations in the fonns 
of organisation and management ot 
production. Mass production, based on the 
use of interchangeable parts was almost 
completely absent and so were practices of 
technological process control and the use of 
measuring tools. The job content of workers 
was differentiated only by the specific- 
industry they worked in. Within an industry, 
this differentiation was determined by the 
character of the work process, such as 
spinning, weaving and finishing in textiles. 
Even the range of skills required to .service 
machinery was limited by the small degree 
of functional specialisation ol the machinery. 
In fact, the controversy over the specific date 
when the industrial revolution can be said 
to have taken place is due precisely to the 
fact that at this stage the diffusion of science 
induced machines was actually confined to 
the area of mechanical forms of power for 
the major processes, and to .some extent with 
metal working procedures on machine 
manufacturcitself. Finally, although thetrend 
of improving machinery through the 
application oi science was developing, the 
aim of scientific research was generally 
inclined towards (he explanation of natural 
phenomena and had little impact in machine 
production. 

Although the key shift, both historically 
and logically, is in terms of the transition 
from production technique to technology in 
knowledge systems, and from tools to 
machines in the associated production 
systems, the dialectics ol technology 
obviously lead to still further changes.-' As 
the machine becomes increasingly 
independent of human or natural energy 
input, its character as an object undergoes 
critical transformations. Thus, the 
replacement of steam engines by electric 
motors gave a new form to both the prime 
mover and to the transmission mechanism 
of the three clement machine. This both 
allowed the much larger physical separation 
of the prime mover and tool, through the 
agency of a distinct electnc motor for each 
tool, and the possibilities of individual 


variation in what were now machinesystems, 
working at different speeds. More 
significantly (and this was basedon advances 
inchemistry) was the transition to an entirely 
new form of machine. It was now no longer 
a static object but both the embodiment of. 
and the initiator of operatioas, or ol special 
physical, chemical or electric?.! pniccsscs.” 

The design and construction of such 
process engendering and process enclosing 
machines imply not only the fabrication of 
a physical object, but of a process. 
Simultaneously, as machines expand their 
scope from mechanical to chemical and 
electrical proccs.ses, and arc then linked 
together into systems, they become 
chaructcri sable as objecti fied processes .Tins 
development may also be seen from another 
angle. Historically, the machine had 
developed from wind and water powered 
energy transformers tn batch processing 
production (first of textiles, but then ol 
chemicals), machining and assembly 
operations (using machine tools), and finally, 
industrial assembly lines. There is a 
difference, for instance, between using 
machines to manuiaclurc a number ol discrete 
articles,even when such articles arc identical, 
and the bulk manufacture of some product 
that IS homogeneous and iinitorm throughoui, 
whether made in .separate batches or 
continuously) In the latter case, the machine 
that makc<- such proce.s.scs possible is itself 
a process of a kind. It is these developments 
which make the specific branch ol knowledge 
and expertise charac(eri.scd as technology an 
objective process (or dynamic system) in 
itself. While pre-macliinc age production 
knowledge relied lor guidance primarily on 
sensory-motor skills, technical maxims and 
descriptive laws, technology bases itself on 
all three but al.sn, incteasingly, on spccilic 
technological laws and theories which arc 
made possible by modern .science and which, 
in turn, lead to engineering design. 

Amongst the reasons why the dialectics 
ot technology has received little attention, 
let alone systematic investigation, is the 
difficulty in clearly mapping out the area 
specific to science and to technology. There 
IS the still greater problem in determining 
the nature of the relationship between them 
which is made more complex by historical 
experience ot the changing nature of this 
relationship. The view that technology is 
merely applied .science and the associated 
methodological construct, the linear model 
of the i nno vaii ve process has been cffccti vel y 
challenged.” However a more sophisticated 
understanding of the relationship is still to 
be developed. It may be recalled that the 
linear model represented technological 
change purely in terms of innovations. 
.Secondly, these innovations resulted from 
a process closely dependent upon, and 
generated by. prior scientific research. It is 
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ironic that this model may. in fact, have had 
its origins in the soundly dialectical pro-' 
position that the marker of the industrial 
revolution was the application of science to 
the development of machinery in the form 
of the steam engine. 

During the entire period of the dominance 
of the steam engine as prime mover, which 
lasted up to the end of the 19th century, it 
may have been true that scientific ideas were 
employed to bring about improvements in 
productive machinery. The reason for this 
is the early development of the .science of 
dynamics through Galileo and Newton.’^ 
However, with the development of processes 
in applied chemistry, and the industrial uses 
of electricity, the gap between the existing 
knowledge-base and the expertise required 
to construct economical ly viable production 
systems grew unacceptably large. Thus, 
although Perkin had succeeded (though 
accidentally) in the laboratory synthesis of 
mauve, the first of the apiline dyes, in 1856, 
the breakthrough was of little industrial 
consequence until the process could be scaled 
up for large-.scale proces.sing. However, the 
design and construction ot such plants 
involves an cntiiely different set of activities 
andcapabilities than those that generated the 
new chemical entiticsin the laboratory. First 
of all, the problems of mixing, heating and 
contaminant control, which can be carried 
out with great precision in the laboratory, 
arc immensely more difficult to handle in 
large-scale o|)erations, especially if high 
degrees of precision are required. Eventually, 
to manage the transition from test tubes to 
manufacture, where output has to be measured 
in tons rather than grams, ap entirely new 
methodology. total I y disti net from the science 
of chemistry had to be devised. This 
methodology used, as a central concept, the 
idea of unit operations, such as pulverising, 
heating, crystallising and soon, and signified 
the emergence of chemical engineering us 
a body of knowledge nut reducible to applied 
cheini.slry.^' 

Further, with the growth of large-scale 
production, the institutional innovation of 
the industrial research laboratory has 
provided the means for the empirical 
observation of the reciprocal flow from 
technology to science. It has, in fact, been 
suggested that as an alternative to the 
commonly held view of contemporary high 
technology industries as those ba.scd on 
science, it can be suggested that industries 
at the technological frontier help to define 
the research agenda for science. This is 
particularly true when the high quality of 
scientific personnel in industrial laboratories 
makes them an acceptable peer group for 
scientists in academic institutes. 

The methodological point to be made from 
this discu.ssion is that the modem concept 
of technology originuted in an historical 


event, the industrial revolution. Subse¬ 
quently. the concept has evolved as both the 
industrial structure, and the institutions 
associated with this structure have changed. 
Thisevolution is historically linked.of course, 
with the developments in capitalism. A speci¬ 
fic example of the latter lies in the heigh¬ 
tened degree of transnational competition in 
the technologically advanced industries since 
the early and mid-1970s. The often remarked 
fact that Japanese investment in basic 
research, which is considerably less than in 
Its major competitor countries, has not pre¬ 
vented Japanese pre-eminence in advanced 
technologies has, clearly, had an impact on 
the realisation of the complex character of 
the science-technology relationship. 

Even within the specific area of the 
dialectics of technology, progress seems to 
have been less tlian could have been expected 
bccauseof the lackofattention paid by social 
scientists to the ‘engineering method’. Part 
of the problem, of course, lies in the s|)ecific 
activity of engineers, and therefore in the 
analysis of the mcthixl. Engineering as a 
profession is identified with the sy.stematic 
knowledge of how to design useful artifacts 
or processes, a discipline that includes .some 
science and mathematics, the engineering 
.sciences such as strength of materials, 
thermodynamics and electronics. However, 
in a significant choice of words, a historian 
of chemical engineering notes that “Often, 
III dealing with a complicated practical 
situation, the engineer arbitrarily reduces the 
number of variables in [the] ... theory by 
combining them into dimensionless groups, 
of which a well known example is the 
Reynolds number characterising the flow of 
fluid through a pipe".-'’ This implies that 
the actual activity ol the technologist is dis¬ 
tinct to the theoretical basis that underlies 
the documented knowledge system. It is 
then difficult to discern a pattern of consis¬ 
tent behaviour which would qualify as a 
distinctly technological sphercof knowledge. 
It is equally, if not more true however, that 
a failure to understand the concept of the 
technological sciences has prevented suf¬ 
ficient attention being paid to the data 
which are available tor analysis. 

IV 

Scientific and Technological 
Revolution 

As in the case c.' the industrial revolution 
of the 18th century, and the transformation 
brought about by the chemical-electrical 
innovations of the 19th century, the scicnli fic 
and teehnological revolution represents a 
moment in all three of the components of 
technology mentioned earlier; the movements 
within technological knowledge itself, the 
relationship between this and the current 
pha.se of scientific knowledge, and the 
connections between technological enquiry 


and other fields of social and cultural activity. 
An elaboration of these moments will help 
in defining the scientific and technological 
revolution. 

As far as the dialectics of technology are 
concerned, the qualitative feature which 
distinguishes the scientific and technological 
revolution from previous periods lies in the 
change in the principle which has, until 
recently, guided technological evolution. 
Usually this evolution is defined in terms of 
the degree of sophistication of the production 
mechanism; thus the era of handicraft 
techniques, then of manufacture and, later, 
of machine ba.scd production and automation. 
Alternatively, there is possible a peiiodisation 
based on theenergy.source, theeraufmanual 
labour (and wind and water power), the age 
of steam and that of electricity. However, 
the scientific and technological revolution 
encompas.ses a far widerrangeof phenomena 
than the energy ba.se or the nature ol the 
production mechanism. It is not merely 
another stage in technological evolution but 
stands in contrast to all earlier periods. This 
can be made clear if the distinguishing feature 
IS correctly identified. 

If the division into periods is based on the 
method of human interaction with the raw 
materials found in a natural form, then a 
unitary principle can be .seen to underlie the 
technological developments of all preceding 
eras. The increasing sophistication in the use 
of the principle, in fact, defines a very long 
cycle of development and generates a 
common content and logic of evolution. The 
principle is, of course, that of the mechanical 
processing of materials. Technological 
progress duri ng this enti re cycle was pri mari ly 
concerned with addressing the problem of 
mure efficient ways of mechanical 
processing. 

Thus irrespcctiv c ol the tools or machinery 
used in this period, in the transition from 
manual to mechanised fonns of production, 
the laws of the mechanical world were the 
guiding principle. Within this framework, 
all earlier periods, in spite of the great 
differences in the character of the instruments 
used had a unifying feature, in terms of the 
principle on which they interacted with 
nature. In fact, J D Bernal has argued that 
even in the era of manual production, 
solutions to most mechanical and technical 
problems in the processing and combination 
of materials had been identified. Subsequent 
developments have u.sed these solutions as 
the basis for more efficient methods of 
(mechanical) processing. 

There is another way in which the uni¬ 
formity of the cycle of technical develop¬ 
ment may be traced. This lies in the nature 
of the energy transformation process: the 
ultimate objective of using all the sources 
of energy which had been developed was for 
the transformation into mechanical forms 
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of energy. Even the initial development of 
automation was towards improving the 
continuity of a production process based on 
mechanical principles. 

Under these conditions, technological 
development implied an increase in the 
capital-output ratio. Industrial progress was 
associated with enormous expenditure on 
production machinery, natural resources and 
in tlw demand for highly trained and qualified 
workers. These requirements arose out of the 
principle (or paradigm) of mechanical 
processing because, within the logic of this 
principle, technological advance may take 
place but the principle itself cannot be 
modified or changed. 

The period of development of the 
mechanical processing of natural materials 
covered a very long period during which the 
potential of the principle was fully realised, 
in one respect, however, the previous era did 
lay the foundations for the subsequent 
scientific and technological revolution. This 
was, as h.it been noted, the development of 
automation, which has removed the necessity 
of human participation in the 'mechanical' 
aspects of production. Precisely as the 
development ot automatic devices is bnnging 
the era of mechanical processing to an end, 
principles of automation are providing the 
basis for the 'machincless' stage of 
production of the new technological cia.-’ 

This type of production is concretised in 
the metallurgical and petro-chemical 
industries where there is certainly a raw 
material, but no machinery in the accepted 
sense of the word. Rather, the end-product 
is obtained by the systematic subjection of 
the raw material to pressure and temperature 
changes, often with the use of catalysts. The 
parameters under which the process operates 
successfully (and safely) are so many in 
number and interconnected that, without 
automation, it would be impossible tooperate 
them at all. 

The second manifestation of the scientific 
and technological revolution lies in 
qualitatively new features in the science- 
technology relationship. Although the 
application of scientific knowledge to the 
development of the steam engine isaconcrcte 
manifestationofthe principle ofthe industrial 
revolution, science and technology largely 
continued to develop on parallel lines. 
Although they intersected and interacted with 
each other, their progress was not organically 
linked. In the second halfof the20thcentury, 
the interconnection between the two 
intensified dramatically and it then became 
possible to speak of 'scientific and techno¬ 
logical progress’. This integration created a 
system and thus an object of enquiry in itself. 

Although scientific and technological 
progress has emerged as a system or a process, 
technological development continues to take 
place to a substantial extent on the basis of 


purely empirical enquiry. As the productive 
apparatus operates, practical problems arise 
and requirq solution even if the scientific 
basis is not yet available. In other words, not 
all varieties of indu.striai technology arc 
equally open, as yet, to scientific analysis. 
By and large, the more complex the basis 
of the technology, the greater is the time 
required for its development or for its 
restructuring on a scientific basis. Seen in 
these terms, the scientific and technological 
revolution murks the beginning of the period 
in which more complex processes (electronic 
and biological) form the basis of production. 

Although It is these developments in 
pnxluctivc technology which set the most 
challenging tasks for science, in fact all 
varieties of technological change prc.scnt 
new scientific problems. Apart trom the 
revolutionary innovations, there arc also 
changes in the generation of a technology 
where the fundamental scientific principle 
remains unchanged and, of course, incre¬ 
mental changes in one ormorc characteristics 
of a given generation of technology. 

It is. of course, a matter of definition that 
the science-technology interactions are must 
significant in the so-called high technology 
industries. Bui it must also be recognised, 
to begin with, that there still remain crucial 
portions of high technology industries where 
attempts to advance t he tcchnol ogical fronli cr 
arc painstakingly slow and expensive, 
bec'Vusc cf the limited guidance that science 
is capable of providing. 

It science could provide a logical predictive 
base for moving to optimal design 
conrigiiraiions. development costs (which 
account for about two-thirds of the R and D 
expenditure in the US) would not be such 
a high proportion oftcchnology development 
expenditure. The rca.<ion why they arc so 
high is because engineers and product 
designers continue to need to engage in very 
extensive testing activities before they can 
be sufficiently confident in the performance 
characteristics of a new product. 

The interaction between science, techno¬ 
logy and production began with the industrial 
revolution, gathered momentum with the 
developments in chemical technology and 
the continuous processing industries, and 
has reached a highpoint with the scientific 
and technological revolution. Such a metluxl 
of placing this revolution in its historical 
context is a starting point towards its 
characterisation, but there is also a need to 
identify the nature of the priKcsscs underway 
within both science and technology. 

* The specific features of prc.scnt day .science 
lie in the addition, or at least greater 
importance, given to lines of enquiry which 
until recently formed a minor aspect of the 
scientist's work. While continuing with the 
object of refining the analysis and explanation 
ofthe natural world, the sphere of operation 


of science is now increasingly weighted 
towaids synthesis, and to the elaboration of 
control as a process in itself. In more concrete 
terms, the qualitative dimension is provided 
by the combination of analysis and 
explanation with fundamentally different 
processes. These include coiiirollcd 
intervention in the structure of "'.itcrials, the 
synthesis of substances with specific, 
predetermined, properties, the development 
and control of nuclear fusion and fission 
reactions, the clahoration of theories of 
information and control and. finally, 
intervention in organic processes (the btesis 
of biotechnology). 

The third area of enquiry relevant to the 
study oftcchnology is the interaction between 
other spheres of cultural and .social activity 
and the productive sy.stem. It is here that 
there has been the greatest failure to develop 
the dialectics of technology appropriate to 
the era of the scientific and technological 
revolution. As has been mentioned at the 
beginning of this pa|>er. the urgency of the 
attempt to identify an adequate conceptual 
basis for technology itself arises trom the 
social and cultural effects of this revolution. 
However, this is clearly insul ficient in itself. 
What IS required is also a methodology to 
address the is.sucs of the effects ot advanced 
technologies on .society and culture which 
has been heightened by a .senes of accidents 
with tragic consequences, mentioned at the 
beginning of this paper. 

Concretely, this would imply the deve¬ 
lopment of detailed case studies of the con¬ 
siderations underlying the commercialisa¬ 
tion of the research and development efforts 
within transnational corporations. Currently, 
this is the major .source through which new 
technologies impinge on the public con- 
.sciou.sne.ss. Included within the ambit ofthe 
research would be the process of appropria¬ 
tion by these corpoiationsof many new ideas 
whichorigmatcel.sewhcrc, and the marketing 
efforts aimed at thccrcation of new consumer 
desires, which may be marginally related to 
the actual |K)icniial of a new technology. !• 
seems that unless this area is addressed, 
queslions ot the absence of any ethical basis 
for the adoption of some new technologies, 
the impossibility of effecting democratic 
control over the direction in which some 
Olliers are evolving, and so on, arc going to 
lead to impasses. The end result may well 
he a scries of diversions from the more 
substantive movement forward which 
Bagrii saw as the ultimate advantage of the 
age of automation. 

(Presented at the Conference on ihc History of 
Science and Civilisations, NISTADS, .September 
1996, and subsequently at Ihc Indian Instilulc of 
Advanced .Study. .Shiinla, October 1996. I am 
grateful to C K Kaju for his intervention in ihc 
Conference and to Sabyasachi Bhattacharya and 
Romila Thapar for their detailed diseussions on 
an earlier draft ] 
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Notes 

1 For Marx's contribution, see Rosenberg 
(1976). All the references mentioned by 
Freeman(l994) are. in his own words, neo- 
Scbumpeicrian in inspiration, von den Belt 
and Rip (1987) also suggest that the renewed 
interest inSchumperterian methodology may 
provide the basis lor such a social science 
analysis. 

2 The concept was probably used for the first 
time by Bernal It is clear that Bagrit (1966) 
was refening to the same phenomenon in the 
discussion of the “Age of Automation". The 
social and cultural effects of the revolution 
in the western world form the basis fur David 
Harvey's analysis of the ‘Condition of Posl- 
Modemity' (1990). 

3 Mitcham (1994) has a foud-for-thuught 
provoking chronology of the dual aspects of 
the effects of the .Scientific and Technological 
Revolution. 

4 Although aitefactist thought does nut formally 
define the concept of a machine, its line of 
argument is consistent with the accepted 
definition that the machine, at least in its 
earlier phases was characterised by three 
elements' the power source or motive 
mechanism, the transmission mechanism and 
the tool. Ills important to note that the motive 
mechanisincan be providedby human, animal 
or natural agency. Machines can thus be dated 
from the era of wind and water mills, 
handlooms. and simple harvesting devices. 

5 Although Dr Strangclove exemplifies the 
approach in its must alarming form, this 
phi lusophical basis underlies the development 
plans introduced in the postwar era tti third 
world countries, in state-led allcmpts nt 
‘technologtcal traiisfortnaiion'. Anchiskin 
(1987) refers to the tendency as a form of neo- 
imsitivism (pp 195-200). Mttcham (1994) 
sees it as the attempt by ‘Engineering 
Philosophy of Technology’ to hegemonise 
the entire field of philosophical enquiry 
(pp l9-9.i) See, also, Ilyenkov (1982) 

6 Kedrov {1977) discus.ses the criteria defining 
a scientific revolution in some detail The 
evolution of science is considered in ways 
germane to the concerns of this paper by both 
Mikulinsky (1977) and .Salomon (1990). 

7 This is, of course, the basis of the linear model 
of basic science-applied science-technology. 
For the effects, on the technology base, of 
state pol icy resting on the very simplc.st version 
of this model in India, sec Parthasarathi (1987). 

8 Quoted III Rosenberg (1994). p 24. 

9 Perha))s because he has been influenced by 
his own chronology of the disasters associated 
with the second half of the 2()th century. 
Mitcham! 1994) teels that"... practiealcfficacy 
in changing the world is not the highest or 
most inclusive cnlenun of judgment. When 
someone wants to bring about practical 
change, it always makes .sense to ask why or 
for what''” (p 140). 

10 In other words, the underlying premise earlier 
was that the object of scientific enquiry was 
that which was tangible orseemed perceptible. 
For a detailed discussion, see Kedrov (1977), 
pp 52-^4. 

11 Koyre (1989) has an interesting discussion 
on Galileo's ambivalence towards Plato's view 
of science. 

12 The distinction belwcen ‘technological 
thought’ and ‘technology’ and the discussion 
in the following paragraphs is developed from 
Salomon (1990). 

13 Mitcham deals with (he wetiiern tradition 
(pp 117-.34). 

14 In addition to the replacement of tools by 
machines, the process of mechanisation also 
incorporates tire diffu>ion of mechanisms (of 
which the clock is the outstanding example). 


The distinction between a machine and a 
mechanism is that the former is designed to 
perform work (in the sense that physics and 
tncchanics recognise). f 

15 See Noble (1979) for a detailed account of 
the growth of corporate industrial research 
laboratories. 

16 Although this claim is made by Mikulinsky 
(1977), it is given unexpected support by the 
admission by Redondi in his introduction to 
Bhattachotya and Kedondi (1990). The papers 
were published under the title of Science at 
the Crossroiids. See. also. Olwcll (1996). 

17 Hessen (1931). 

18 These, it was noted by Daumas (1969), had 
been formulated by LucienFebvre. Ironically, 
this was part of the effort by which Annales 
entered the field "... where other historical 
methods, notably Marxist historical 
materialism already seemed to be so firmly 
entrenched”. (Pietro Redondi's introduction 
to Bhattacharya and Redondi (1990) p 7. 

19 In otherwise important contributions to a 
dialectical conception oftechnology.Dau mils 
(I %9) raises the first issue (pp 222-25) while 
Salomon (1990) raises the second (pp 2M-63). 

20 This, and the succeeding paragraphs, are based 
on the discussion in l-leinman (1981), pp6l-65. 

21 Thts IS a process defined by Hemman (1981) 
as “scientific and technological progress” 
(pp 17-.34). 

22 IX'tailcddescriptinns ofthese transformations 
are in Hcinman (1981), pp 65-80 and 
Anchiskin (1987) pp 126-76. Mitcham (1994). 
pp 168-69 provides a much brieter, though 
conceptual, account of the same processes 

23 Nikolayev’s (1975) entire monograph deals 
with this issue. See also. Rosenberg (1991) 
and Sheinin (1978), pp 74-122 

24 Tlic two branches of dynamics, kinetics and 
kinematics deal, i espectivciy, with the motion 
of rigid bodies abstracted liom any external 
force, and with ihe effects of such forces on 
the motions of tire elements of the machine. 
It may be noted that the ways in which the 
elements of the machine are interconnected 
defines Its mechanism. The oreasol knowledge 
gcniiane to these issues form the basis of 
mechanical engineering. 

25 .See the Kotienlreig reference in note 23 and. 
in particular, Landau and Rosenberg (1992) 

26 Davies (1980) quoted in Ro.senherg (1994). 
p I4.<, fn 6. 

27 Kolantaycv (1981); Bagrit (1966) 
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Silent Consensus against the Washington 

Consensus 

T Krishna Kumar 

This paper discusses the theoretical and empirical considerations related to the economic reforms. It is argued 
that there is no alternative to each country developing its own optimal policies, whereas in the designing of economic 
reforms in India a country-specific perspective has been totally missing. 


I 

Introduction 

RECENTLY I have argued that one must 
design economic reforms taking the specific 
objectives and constraints of the country in 
question into account, and that it can be done 
best by following the operations research 
approach introduced to economists by 
Mahatanobis nearly half acentury ago.' This 
approach is much different from the more 
popular approach known as the Washington 
consensus. Those who are in agreement with 
me and al.so those who are critical of my 
views seem to agree on one thing - that I 
had no* given a convincing account of the 
theoretical and empirical .support cither in 
favour of the Washington con.sensus or 
against it. It is the main aim of this paper 
to nil that void. In a recent talk Justice 
O Chinnappa Reddy made a reference to 
the prevailing world economic scenario and 
expressed concern regarding the loud .silence 
over the adverse impact on the poor and the 
poor nations of thecourseuf world economic 
trends.’ His talk, and an earlier talk by 
D M Nanjundappa on the lack of equity 
considerations in designing and measuring 
the impact of economic reforms, prompted 
me to amplify the whispering sounds .si lenced 
under louder ones.' 

There seems to be a great deal of confusion 
on theoretical and empirical moorings of the 
widely talked about policies of economic 
reforms. It is the main endeavour of this 
papertodiscuss the theoretical and empirical 
considerations related to these economic 
reforms, some in support of them and some 
against them. It is then argued that there is 
no alternative to each country developing its 
own optimal policie.s. If anyone or any agency 
comes forward and recommends certain 
policies as good or bc.st policies for all 
countries it is incumbent on them to 
demonstrate the same using the country- 
specifle objectives and constraints. There 
seems to be no country-specific perspective 
in our country in recent years in designing 
the economic reforms. Tliere is also no proper 
direction to planning in recent years. It is 
unfortunate that it has also become 
fashionable the.se days to follow the rule of 
giving primacy to the market forces and to 
withdraw from the act of planni ng altogether. 


Economic theories and their relevance for 
development planning are put in a proper 
perspective in this paper to highlight the 
importance of the scientific operations 
research approach or strategic approach to 
planning, lliis paper deals more with the 
general is.sues and methodology, or what 
may be called the technology of economic 
policy making. It is about the strategic 
approach to designing the optimal economic 
policies. 

II 

Methodology or Technology of 
Economic Policy 

Senator Patrick Moynihan, the former US 
Ambassador to India, raised a provocative 
question about two decades ago at a 
conference on Social Science Policy Research 
organised by the Abt Associates Inc at 
Cambridge, Massachusetts. The question 
was: “Theengineers put a man on the Moon, 
what did the social scientists doT’ I consider 
this question to be quite relevant because 
what we seem to he doing is not to note the 
analogy between the technology and 
economic policy on the one hand, and not 
to recognise that economics is a science on 
the other. If economics is a science (hen 
economic policy is the technology that u.se.s 
that .science. In technology, science forms 
the basis for designing an instrument or a 
technique. But once the technology is in 
place what matters is how the technology 
works and how to improve it. Some times 
one can learn about the technology by 
observing how it works without much 
recourse to theory. In such instances what 
really matters is; how good one’s 
understanding is on how the system works? 
It is this kind of approach to technology 
management that enabled the space scientists 
to develop the technology for putting the 
man on the Moon before they could derive 
analytically the .solutions of the dynamic 
equations of motion of the rocket.* 

It is also useful to recall the statement 
made by P C Mahalanobis that statistics, 
operations research, and econometrics 
constitute a technology useful for economic 
planning. It may also be noted that this 
technology was employed quite successfully 
by India in the l9S0s and the 1960s, and 
by South Korea subsequently. 


There are two specific features of an 
operations research approach that are quite 
indicative of the realistic approiu;hes to 
optimal policies. One is the gradient search. 
TTiis involves the choice of the right direction 
for the move towards the goal, and the choice 
of the length of the step to be taken in that 
direction. The direction in which one .should 
proceed and the length of the step one should 
take in that direction depend on the goal that 
is set and also on how far one is from such 
a goal. To the extent that the.se goats and 
the initial conditions might differ from 
country to country, and from time to time 
for the same country, the directions and the 
steps one should take in tho.se directions, 
ought to vary from country to country and 
from time to time. The .second aspect is the 
decomposition principle under which 
planning should be limited to co-ordination 
when the information needed for planning 
is widely dispersed and localised, and when 
there are externalities and market failures. 
The failure of planning in the east European 
countries is mostly because it ignored this 
aspect- that information needed for planning, 
both regarding the goals and cun.straints, is 
availableonly in adeccntralised fashion. But 
market failures and externalities do require 
co-ordination. Hence to assume that there 
is a limited role for planning is to ignore the 
possibilities of market failures and 
externalities. 

There arc two types of knowledge which 
one should utilise in the general problem¬ 
solving exercise, such as an operations 
research approach to planning tor economic 
development. These are; (i) generalised and 
generalisable (basic) knowledge which is 
applicable to a variety of situations having 
some common features, and (ii) specific 
knowledge that is speci fic to the given specific 
situation. If one uses the general knowledge 
alone and ignores the knowledge that is 
specific to a given situation the perceived 
results can, and do, deviate from the real 
situation. Similarly, if one ignores the general 
knowledge that had been proven to hold 
good in many general situations such an 
omission can make one's perceptions 
imprecise. Many controversies in the debate 
on economic reforms can be resolved by 
noting that such controversies emphasise 
either the generalised knowledge that may 
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or may not be applicable to a given situation, 
or that they emphasise thespeciflc knowledge 
which exhibits some deviation from the 
general knowledge. 

in 

Washington Consensus 

In the emerging global economic en¬ 
vironment the most important question that 
developing countries such as India ask is 
“How should the country adapt its economic 
system and its economic policies to the rapidly 
changing and emerging economic environ¬ 
ment?" While the economic science, both 
the economic theory and the empirical 
evidence, seems to offer no clear-cut answers 
to this question a particular vocal segment 
of the economics profession seems to hold 
the view that abroad set of policies, enshrined 
in the so-called “ Washington Consensus”, 
are the best policies for all the developing 
countries (William.son 1990). It is necessary 
therefore to state briefly the major ingredients 
of the Washington consensus. These are: (i) 
a balanced budget, (ii) relative price 
correction, including removal of subsidies 
and moving to amarket determined exchange 
rate, (iii) liberalisation of trade and removal 
of restrictions on capital mobility between 
countries, (iv) privatisation, and (v) domestic 
market deregulation. While on the one hand 
it is claimed that these policies stem from 
classical economic theory, on the other the 
classical economic theory is being propped 
up as the mainstream theory, ignoring the 
other major contributions which do not 
necessarily support the policies enshrined in 
the Washington consensus. The story narrated 
in the appendix gives a good perspective of 
the Washington consensus.' 

IV 

Consensus against Washington 
Consensus 

The syndrome exhibited by the above story 
is quite indicative of the conclusions one can 
draw regarding the beneficial effects of the 
policy package such as the ones suggested 
by the Washington consensus. The outcome 
would very much depend on the individual 
characteristics of the countries and the real 
intentions of the developed countries in 
extending the help to the developing 
countries. Dr Bernard’s prescription is what 
one should consider quite seriously. One 
must be aware that a prescription used suc¬ 
cessfully elsewhere might generate allergies 
in the home country. 

The state of the theory of economic 
development in providing some guidance on 
what policies a country ought to pursue is 
very well summarised by Stem as follows: 

The apparent swing in the profession from 
the whole-hearted espousal of extensive 
government intervention to its rubbishing 
seems to be on example of unbalanced 


intellectual growth, although perhaps 
development economics is no more subject 
to this kind of fluctuation than other parts 
of the subject There are problems and virtues 
of both state i nterven tion and the free maiicct. 
The problem should not be viewed as one 
of a simple choice. There is no doubt, 
however, that whether one sees a very large 
or very small role for the market depends 
on how one judges the seriousness of the 
problems with markets and planning which 
we have been describing. In my judgment 
the problems of the market are particularly 
severe (relatives those of state intervention) 
in the areas of health, infrastructure (roads, 
communication, power, water and so on), 
education, and .social security. Those of 
planning appear most strongly when the 
government gets heavily involved in pro¬ 
duction activities outside the infrastructure. 
Even in those areas where one might argue 
the balance of the argument is clear, however, 
we .still have the crucial questions of pricing, 
regulation, and taxation. Thus the problem 
IS the design ut workable and incentive 
compatible policies which take account of 
the political proccs.scs of the country at hand 
[Stern 1989: 621-22). 

Williamson (1990) notes that the 
Washington consensus has support from the 
classical economic theory. Barro (1991) 
substantiates Williamson's statement by 
gathering empirical evidence from a wide 
cross-section of countries. The classical 
theory makes certain assumptions such as 
constant returns to .scale, the same technology 
being availablctoall thccountries, no external 
economtes, etc. The so-called “new trade 
theory", which is based on imperfect 
competition and non-constant returns to scale, 
is contrasted with the old theory by Dixit 
(1983), Blunder and Spencer (1983, 1985), 
Hcipman and Krugman (1985) and others. 
Dixit explained the high volumes of trade 
in industrial products between indu.strialised 
countries through the assumption of imperfect 
competition, and demonstrated the im¬ 
portance of recognising departures from 
competition and constant returns to scales 
in understanding the empirical findings on 
international trade. Ethier has demonstrated 
that the free trade argument will not hold 
if there are increasing returns to scale and 
external economies [Ethier 1982a, 1982b). 
Brander and Spencer (1983, 1985) related 
industrial R and D to the issue of increasing 
returns to scale and to externalities and offered 
suggestions 'or strategic approach to 
industrial policy and trade policy. 

Murphy, Shicifer, and Vishney (1989) 
give additional support to the argument of 
Ethier and Blunder and Spencer by demon¬ 
strating that market size effects can, in effect, 
create external economies among firms 
investing in industrialisation and R and D. 
They thus provide a theoretical rationalisation 
for the big-push argument of Rosenstein- 
Rodan and the strategic approach to industrial 


development followed by Japan and South 
Korea. Krugman (1981) uses the external 
economies argument and formulates a model 
of uneven development in which the rich and 
poor nations evolve endogenously through 
the historical accident of different types of 
specialisation by the two types of countries. 
His model justifies a set of heterodox views.’ 
Harris (1994) employs the strategic trade 
policy approach of Helpman and Krugman 
to suggest the protection for the declining 
US steel industry. Can one justify, using the 
same theory or logic, protection toa declining 
steel industry at home and dismantling of 
such protection to similar industries in less 
indu.strially advanced countries'.’* 

Grossman and Helpman (1989) explain 
the emergence of multinational corpora- 
tions(MNCs) by assuming product develop¬ 
ment through R and D, increasing returns 
to scale due to R and D, and the need for 
external trade to sustain growth. Grossman 
and Helpman (1995) employ public choice 
theory and introduce political interest groups 
to come to the conclusion that governments 
are persuaded by the special interest groups 
to employ tariff protections. If even one 
country departs from the free trade, then 
even the classical theory suggests that there 
is no sanctity to adhering to the free trade 
principle by the other countries. This is based 
on the popular theory of the second best. One 
might entertain a wishful thinking that the 
policies of (he Washington consensus are 
quite robust to changes between the initial 
conditions and economic structures of 
different developing countries, implying 
thereby that even if they arc sub-optimal for 
any given country-setting they are not very 
far from the optimal policies. But such noble 
property of the policies of the Washington 
consensus has not been established to the 
best of this author’s knowledge. 

The theoretical literature surveyed above 
suggests quite clearly that there are possibly 
three parallel streams of reasoning to justify 
economic reforms. One stream of reasoning, 
which is based on old classical theories, is 
intended mainly to bluff the ignorant ones. 
The second stream of reasoning .sugge.sts 
that such reforms, which open up the markets 
in the third world, are a necessity for the 
survival and growth of the MNCTs of the 
industrially developed countries, and for 
alleviating the industrially advanced 
countries from the problem of prolonged 
recession. 'The third stream suggests that if 
the reforms are carefully, selectively, and 
strategically employed they would lead to 
mutual benefit for both the industrially 
advanced countries and the industrially less 
advanced countries. The economic theory 
also explains why certain political pressure 
groups put pressure on their home countries 
to impose protective tariff for themselves 
and advocate tariff reduction for the 
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developing countries. Similarly it is in the 
interests of the industrially advanced coun¬ 
tries to persuade and coerce the developing 
countries to liberalise their trade regime and 
to remove the restrictions on capital mobility, 
particularly the inward capital mobility. 
Looking at it from an optimistic view point, 
the reforms can also lead to a mutually 
beneficial position to both the industrially 
developed and less developed countries, 
if they are selectively and strategically 
chosen. 

To suggest that the consensus could be 
loaded heavily against the Washington 
consensus one might cite the opinions of two 
other well known economists. 1G Patel and 
J E Stiglitz:'’ 

The current con.sensus derives it authority 
not so much from any advance in theory as 
from a better appreciation of the effects of 
earlier policies and a comparison of the 
experiences of different countries. But 
experience is often ambivalent and of I imited 
value in a changing and variegated world 
[Patel 1993:10]. 

I argue that much of the rationale for 
liberalising financial markets is based neither 
on a sound economic understanding of how 
these markets work nor on the potential 
scope for governincni intervention. Often, 
too, it lacks an understanding of the historical 
events and political forces that have led 
governments to assume their present role. 
Instead, it is based on an ideologicai com¬ 
mitment to an idealised conception of 
markets that is grounded neither in fact nor 
in economic theory. [Stiglitz 1993: 20]. 
One major flaw associated with theexercise 
of sifting through the theory and experience, 
comparing them, and coming up with the 
policy prescription that one set of policies 
such as the Washington consensus is superior 
than others, is that the yard slick u.scd for 
such comparisons has always been the 
aggregate growth. There is, of course a 
tongue-in-cheek and unsubstantiated 
assertion that the trickle-down phenomenon 
holds, and that the vulnerable sections arc 
not adversely affected by such policies. If 
the yardstick used comprises of both growth 
and equitable distribution, i e, a function of 
both growth and an improvement in the 
distribution of income, with a speci Red trade¬ 
off between the two goals, then the resulting 
conclusion would be quite different. This 
intuitively obvious result has also been 
rigorously, established, theoretically and 
empirically by Alsina and Rodrik (1994) 
employing a hybrid model of neo-classical 
theory and public choice theory. They claim: 
“Policies that maximise growth are optimal 
■ only for a government that cares solely about 
pure “capitalists". The greater the inequality 
of wealth and income, the higher the rate of 
taxation, and lower the growth.” 

From this state of affairs it is quite clear 
that economic theory is not able to meet the 


policy requirements. Economic policy has 
to be specific to a given country, given its 
initial conditions, its economic structure, 
and the external environment it faces. This 
is the kind of situation that justifies employing 
an operations research approach to design 
the economic reforms (Kumar 1996].'“ 

V 

Some Remarks on Planning and 
Economic Reforms" 

Tlie strategic planning type of work that 
was being carried out at the Planning 
Commission seems to have come to a grinding 
hall after the Fifth Five Year Plan. There is 
a need to revive that kind of quantitative 
economic policy work in the country. There 
is a hope of rebuilding such an endeavour 
only if the new reforms under way do not 
cut the size of the budget of the Planning 
Commission itself! There has been significant 
work on macro-economic policy models in 
the control theoretic framework in India. 
Most of it has been carried out at the Bombay 
School of Economics by Manohar Rao and 
his students and colleagues. What is needed 
is a major thrust to that line of work at the 
Planning Commission itself, which has better 
acce.ss to data and financial resources than 
university professors and their .students. The 
most important next step to betaken regarding 
the economic reforms is, in this author’s 
opinion, to derive optimal strategies and 
plans “endogcnou.sly” and “indigenously” 
by employing the optimal control theoretic 
methods.'^ 

The typeof policy research that is suggested 
here is much broader in scope and it will 
pay rich dividends for several years to come, 
it is quite e.'isy to recogni.se that planning 
itself is a public good. As there arc non- 
pccuniary externalities associated with 
macro level planning excrci.se. private 
organisations and agents would like to be 
free riders. The market fails to plan. Without 
the co-ordination needed to take care of 
externalities unco-ordinated decentralised 
plans yield .sub-optimal solutions. Once a 
proper planning infrastructure is thus created 
as a public good it will generate the 
externalities whose benefits faroutweigh the 
costs associated with creating the planning 
infrastructure. 

Various industry groups and various 
regional go vemmentscan beatiked todcvelop 
theirown decentralised regional and .sectoral 
plans. The planning agencies at the state and 
the central levels can then put together such 
plans and provide a co-ordinated national 
level plan that can serve as an indicative 
plan, of the type the French use. If we observe 
any resistance to planning in India among 
the private business and industry groups it 
is because they have been accustomed to 
associate planning with licences and 
regulations. The moment they realise that 


planning really means co-ordination through 
participative co-operation, I am sure, there 
will be widespread enthusiasm for planning 
in India. 

One might wonder how the economic 
reforms are related to the strategic planning 
framework that was indicated above. Reforms 
may be viewed as dismantling outdated and 
outlived in.stitutional mechanisms, or as 
introducing new institutional mechanisms, 
or as bringing abnormal changes in the 
normally employed policy instruments. The 
question then arises as to which of various 
alternate reforms constitute the best package. 
The criterion one must use in choosing 
between them must be based on the policy 
objectives facing the country. It cannot be 
based on a policy objective function chosen 
by another country or a multilateral agency. 
A simple aggregate growt horiented objective 
such as the one implicit in the Washington 
consensus will not suit the needs of 
developing countries that ought to worry 
about protecting the poor. The approach 
suggested above has in-built in it an objective 
function. While choosing between alternate 
reforms one must assess the impact of such 
reforms on the economy. The historic data 
can offer little evidence on what we can 
expect from introducing new institutional 
mechanisms or from dismantling the old 
ones. We must develop policy simulations 
ofthecnntrol theoretic model based on certain 
assumed structure of the economy under 
such a changed regime. This is perhaps what 
was implicit in the quotation cited above 
from Patel. The econometric tools such as 
the Bayesian Vector Autoregression would 
be quite useful in tackling this kind of 
problems. Have we done such exercises? 
There is no clear indication that our 
government has done any such exercises 
before, or even after, introducing the 
economic reforms. 

Economic history evolves in a sy.stcmatic 
way. The rate of change of output of any 
sector in a country depends on six factors: 

(i) the initial conditions, such as the initial 
level of stuck of capital, and the initial levels 
of output ol that sector and related sectors, 

(ii) the flow of productive resources into the 
sector, (iii) the production technology, 
(iv) external trade, (v) the institutional 
. :ructures under which the resources are 
transformed into output, employing the 
technology, and (vi) the demand for the 
output. Some of these depend on the linkages 
the economy has with the external world. 
Hence monitoringtheextemal economy and 
forming informed judgments on how the 
external world would behave towards us are 
two important aspects that should receive 
importance in national level planning. Hence 
there should be a new (%11 within the Planning 
Commission that will deal with the 
international economy. 
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VI 

Globri Planning Models 

The global economy is now characterised 
by extensive global linkages. Theseextensi VC 
global linkages have resulted in massive 
opportunities for international trade. These 
trade opportunities also generated oppor¬ 
tunities for competition as well as co¬ 
operation. The global economic evolution 
can therefore be regarded as an evolutionary 
n-person competitive game, where the 
number of players in the game, viz, n, has 
to be determined on the basis of a co-operati vc 
game to be played by all the nations, the co¬ 
operation giving rise to the formation of 
coalitions such as the customs unions or free 
trading areas, or common currency areas, 
etc. As a result of the evolutionary nature 
of economic environment the players must 
come to an agreement on the rules of the 
game, viz, the institutional mechanism under 
which such game is to be played. GATT, 
'along with the international financial system 
and the international legal system constituted 
such an institutional system until recently. 
The.se institutions had to undergo a reform 
through the formation of the World Trade 
Organisation. A nation playing an evolu¬ 
tionary game of this nature should nut only 
choo.se a strategy at any given instant, hut 
it should also pay attention to choosing its 
strategics in shaping the rules of the game, 
so that in a competitive environment the 
rules actually chosen turn out to be more 
heneficial to it than several other feasible 
mies. The nation also should reassess, trom 
time to time, to which coalition it should 
belong, busing its decision on the changing 
global scenario. 

The international economic order now 
allows capital mobility between nations and 
it permits the exchange rates to be flexible. 
Capital mobility depends on the real interest 
rate differentials and the exchange rate 
depends on the domestic and world inllation 
rates. The fiscal and monetary policies o( 
each country affect its own real interest rates 
and inflation rates and also those of other 
countries with which it has strong trade 
links. Hence, if all the nations wish to make 
the best use of this international economic 
order it is absolutely necessary tobring about 
a policy co-ordination. Such macro¬ 
economics policy co-ordination is already 
taking place in the European union and it 
is also needed at a much larger scale between 
all nations that are major participants in the 
world trade. The existing institutional set up 
does not permit a fruitful policy co-ordina¬ 
tion. There is thus a need for creating a new 
international institutional mechanism lor 
macro-economic policy co-ordination. This 
is particularly so il we wish to avoid exchange 
rate volatility and lo avoid transmission of 
depre.ssion from one c-motry to another. 


The IMF, the World Bank, the United 
Nations and a group of dedieated interna¬ 
tional scholars must develop alternate 
global planning models, such as the ones 
Mahalanobis developed forasinglecountry.*' 
These global models must be dynamic and 
interactive general equilibrium models. In 
such a model the economic growth of any 
country depends on factors, both domestic 
and external, someof which affecting growth 
positively, while others affecting it nega¬ 
tively. It should be the objective of global 
planning to increase the growth of all nation.*: 
as much as possible. Nations compete with 
each other for resources and growth. The 
problem should be examined as a problem 
that comas under the so-called Nash pro¬ 
gramme. Under this programme first a non- 
cooperative n-per.son game problem must be 
solved assuming that all the n countries are 
pursuing their individual interests com¬ 
petitively. The solution of such non-coopera¬ 
tive game providas a clear picture of the 
potential threats and ahsooftheoppurtunitics 
for co-operation. Then a co-operative game 
must he solved that would improve the 
welfare ot at least one country without 
reducing the welfare of other countries. The 
global growth equilibrium must be chosen, 
therefore, first as a Nash equilibrium, a well 
known equilibrium concept in n-pcr.son non- 
cooperative game theory. In such an equili¬ 
brium each country's growth strategy is the 
best alternuti vc to the best alternati ve cho.sen 
by all the other countries. 

This calls lor an extension of the strategic 
approach described in the previous section 
Tliccontrol theoretic pmbicmdescribed there 
must be taken as a part of a larger di fferenlial 
game problem [BasarandOlsder 1982). One 
would as.sumc that tnc other countries with 
which we have major interactions have their 
own control theoretic policy models and 
assume that such country specific control 
theoretic policy models arc "common 
knowledge", at least in aggregate and broad 
details, and then solve a differential game 
problem.''' 

Appendix 

"Girls in a Boys’ Par'ty” Synoroml: 

The Tall or Twin Cities 

This is a syndrome that explains how good 
the policies enshrined in the Washington 
consensus arc for economic growth and 
development of developing countries in the 
cmcrgingglobaicconomiccnvironmcnt.This 
syndrome can be explained best by narrating 
a story, The Tale of Twin Cities, from which 
this syndrome is derived. 

The city of “Eagle Grove” had two 
segregated settlements, the "North City" and 
the "South City”. The people in the North 
City were quite aftlucnt as they were either 
well-qualified professionals or they were 
persons who had accumulated enormous 


wealth. The people in the South City, on the 
other hand, were much poorer and they were 
supplying low-cost essential goods and 
household services to the people iothe North 
City. Except for this linkage there was little 
interaction between the people of the North 
City and the South City. 

Over the years theNorth City grew, making 
the best use of their professional skills and 
the accumulated we^th. They were selling 
their products both in the North City as well 
as in the South City. Then a time came when 
the North City people found that investment 
opportunities had diminished as the demand 
tor goods they produce reached a saturation 
point both in the North City, and in the South 
City. The North City’s demand saturated 
because people had become so busy either 
doing work or enjoying leisure that they 
could not consume any more. The demo¬ 
graphic factors prevailing in the North City 
also resulted in low population growth which 
put constraints on growth in demand. The 
South City' s residents’ demand also reached 
a saturation level but for a different reason. 

Their incomes became quite limiting, at 
prices that were pulled up by the rich residents 
of the North City. The rapid growth in 
population of the South City resulted in a 
concent among its residents to have a more 
equitable distribution of their consumption 
than to have more aggregate consumption. 
The people from the North City were 
prohibited from investing in the South City. 
But the South City realised the importance 
of having more investment in their part of 
the city. Realising this, some enterprising 
entrepreneurs of the North City had joined 
hands and created two new i nstitulions, which 
were strategically located between the two 
settlements, a hotel and a bank. It was the 
mai n purpose of the hotel to provide a meeting 
ground for the people from both the Noith 
City and the South City. The bank was 
supposed to take the excess .savings of the 
North City and make it available to the South 
City for investment. 

Overtime the young residents, particularly 
the boys, of the North City realised that 
nature made no disti notion between the North 
City and the South City and that there were 
more pretty and intelligent girls in the South 
City than in the North City. They wanted 
to get to know the South City girls with even 
the possibility of marrying them. But how 
to go about this difficult task, given the 
.segregated nature of the twin cities? There 
was no dearth of good and productive ideas 
among the youth of the North City. They 
enlisted the support of Sheila who worked 
in the hotel’s beauty parlour. This beauty 
parlour was frequently visited by the girls 
from the South City. Sheila was to invite 
some of the prospective girls from the South 
City to a party in the hotel, to be hosted and 
lully financed by the boys of the North City. 
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Sheila herself was originally from the South 
City but settled and well integrated into the 
North City culture. She was often confused 
to be from the South City. 

There were altogether five girls who 
attended the party, of whom Sheila was one 
and all the other four were from the South 
City. When Sheila invited her South City 
clients for the party there was considerable 
hesitation from the South City girls. They 
were quite apprehensive of the intentions of 
Sheila and of the boys from the North City. 
“Do the boys have questionable bad 
intentions of misbehaving with them and 
exploit them? Or, arc they gentlemen with 
genuine and noble intentions?” The four 
girls who decided to go to the party were 
mainly of two types. Anne and Mary were 
quite adventurous in their nature bccau.se of 
their upbringing. They came from families 
with a relatively better economic background 
within the South City. Carol and Nancy, on 
the other hand, came from very poor and 
very vulnerable families. For them any 
positive chance, however small, ofbecoming 
at lca.sl slightly better off, was not worth 
missing. 

Anne was quite smart and she was brought 
up by her parents on the principles of 
encouragement and guidance, with only 
limited restraint. She had a good world view 
of things. She had developed the habit of 
making independent and calculated decisions. 
Mary was brought up under a different and 
a disciplinary environment. She developed 
the habit of taking others’ opinions and 
guidance to take her decisions. 

Carol was also brought up like Anne in 
an enabling environment with freedom and 
guidance with only limited restraint. But she 
was not as smart as Anne in taking indepen¬ 
dent decisions. On occasions she took wrong 
decision.^. Nancy was brought up under a 
bad environment. There was neither en¬ 
couragement or rc.striction, nor guidance. 
Her upbringing did not develop in her a set 
of good mural values. 

These five girls, including Sheila, deve¬ 
loped sustained friendship with seven boys 
from the NurthCity. Anne wasquite thought¬ 
ful in choosing Bub as her friend, because 
in him she saw certain virtues such as being 
honest, understanding, and intelligent.Their 
friendship developed into a successful mar¬ 
riage. Mary had been persuaded by Sheila 
to befriend David. David was also interested 
in Mary as she was the prettiest of all the 
five girls. David was the richest of the boys 
who gathered at the party. David and Mary 
also married each other. But their marriage 
lasted only for a few years as Mary realitied 
that David was not honc.st, as she expected 
him to be. She felt sorry for taking Sheila’s 
advice in the early stages. Carol was also 
quite pretty, although not as pretty as Mary. 
Carol and Karl became quite friendly. Karl 


helped Carol with her education, and later 
in her business. But they remained as good 
friends only and led their independent lives 
later. There was no doubt that Carol benefited 
immensely from her friendship with Karl 
There were three boys, all of them hailing 
from very rich families in the North City. 
'They were after Nancy and Nancy was also 
after them. Nancy took advantage of the 
friendship. There was no doubt that Nancy 
felt benefited from the friendship with the 
three boys, but this friendship did not 
materially improve the social and economic 
status of Nancy .Sheila married John, the son 
of the most popular businessman-cum- 
politician. John him.self became, like his 
father, a famous politician with a good eco¬ 
nomic ba.se. 

There wa.s considerable interest among 
the people of Eagle Grove on the outcome 
of the boys’ party, and how the party had 
changed the lives of the five South City girls. 
Four out of the five had benefited from the 
party, although what kind of benefit Nancy 
got was a matter of debate, and it is not clear 
whether one should consider Sheila as a 
South City girl. 

But when someone asked Mary and her 
parents about the party their response was 
quite different. They said it would have been 
better i fMary did not attend that fateful party 
which ruined her lifc.Thcy cited the instances 
of some other South City girls who did not 
attend the i>nys’ party but who led contended 
and reasonably decent lives. Rut Mary and 
her parents had the right attitude not to blame 
the party as such for their misfortune. They 
attributed the problems Mary faced to a 
wrong assessment of Da vid and his intentions. 
They fell that if Mary could have chosen 
.someone like Bub, Mary’s fortunes would 
have been like that of Anne. It was their view 
that the party was only a cataly.st. How that 
catalyst worked depended on the nature and 
characterof both the boys and girls who u.sed 
it. The statistical evidence, such as per cent 
of cases in which the party had a beneficial 
effect on the girls in general - however large 
that percentage is, has very little wi.sdom in 
it to have an overwhelming lailh in the 
party.* 

Notes 

I This paper is ba.scd on a papei presented at a 
seminar 'Econoinic Reforms - The Next .Step' 
organised by the Rajiv Gandhi Foundation and 
the Rajiv Gandhi Institute for Contemporary 
Studies at New Delhi on October 2-4, 1996.] 

1 See Kumar (1996). 

2 Justice K Narayana Rao Memorial lecture 
delivered by Justice O Chinnappa Reddy on 
•Court.s and the Constitution, l9.Wto 1996: 
Peaks and Depths’, National Uw School of 
India University. Deccinbcr 1.^, 1996. 

.1 One such loud pronouncement with a 
rhetorical exaggeration comes from a senior 
World Bank economist as lullows' “The design 


of structural adjustment programmes directed 
at the four ’... ations’ - stabilisation, 
liberalisation, deregulation, privatisation - 
has become a cottage industry" (see Sununers 
and Pritchet 1993- .3g.3|, 

4 Thosewhoarefamiliarwiththcdevciopments 
in the numerical computation of optimal 
control paths, such as those advanced by 
Kalman and others in early ! 9ous, will easily 
recognise this fact 

5 This IS a fictitious story developed by the 
author to relate Dr Bernard's prescription (to 
be cited later) to the reforms package offered ' 
as a prescription to bnng about sustainable 
economic stability and growth to a large 
number of developing countries which are 
facing severe balance of payment crises. 

6 The prc.scriplion Dr Clautic Bernard gave is 
perhaps quite appropriate here. “A great 
surgeon performs operations for stones by u 
single method; later he makes a statistical 
summary of deaths and recoveries, and hr 
concludes from these statistics that the 
mortality law for this operation is two out of 
five. Well. I say that this ratio means literally 
nothing scientifically and gives no certainty 
in perfoniiing Ihc next operation What should' 
really be done, instead of gathering facts 
empirically, is to study tliem more accurately, 
each in its special dcienninism " IBcmaid 
1927, cited in Cornfield I975| 

7 In a subsequent paper Kragman shows that 
llic introduction ol increasing returns u> scale 
assumption leads to multiple equilibria 
[Krugman 19911. He argues that the choice 
between allcmale cquilihna is made either by 
historical initialconditionsorby self-fulfilling 
stralegics. This author had also suggested the 
importance of initial conditions and the self- 
fulfillingstralegics in explaining Ihc varieties 
of reform experience {Kumar 1994a]. 

K The book edited by Kruginanand.Smilhf 1994) 
has several micresiingarliclcs, such as Harris’s 
article cited above, on empirical aspects of 
strategic trade policy 

9 When tlicsc views were presented at usenunur 
one of the participants remarked that the 
rcfcTcnccs cited by this author were selectively 
chosen loprescnl a biased view Tlialsuilcment 
proves this author's point that by not citing 
some of the references that are cited here the 
other unconditional ..dvocates of Ihc 
Washington Consensus provide abia.scd view I 
The mam thrust of this paper is not to depend 
on the gcricial opinions based on theory and 
cinpiri>.al evidence adduced by Ihc othcis but 
to develop one's own strategy based on 
country-specific conditions. 

10 It must be said tbal the mam proponents of 
llic Washington consensus had realised, after 
exomining carefully the reasons forthe Miracle 
of the East Asian Tigers, the importance of 
designing economic policies that are country 
specific (see the foreword by the president 
of ihe World Bank to its report on the East 
Asian Miracle (1993)). 

11 Many participants at the seminar where this 
paper was presented were apparently up at 
arms with the author for what seemed to them 
as a suggestion lo return to the old planning 
regime of licences and controls, os they 
mistook strategic planning approach of 
Mahalanobts with the planning strategies of 
the Nchru-Mahalanobis era. It may therefore 
be stressed that what is being suggested here 
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is that while dispensing with licensing and 
controls one should not throw the baby with 
the bath waters. One must realise that 
indicative planning and strategic planning 
have important roles to play to co-ordinate 
and direct the individual plans in a liberalised 
economic environment. While it is true that 
India's planning experience shows excessive 
doses of licensing and controls India's 
planning cannot be treated as centralised 
planning of the type used by the Soviet Union. 
India's planning has been mostly indicative 
planning, as the agricultural sector and the 
private industrial sectorin India have suffiaeni 
leverage in malting independent decisions. 
Under the licence control Kaj this leverage 
was much less. 

12 One may see Rao (1987), Rao and Kamik 
(1994), and Rao and Singh (199S) for control 
theoretic modelling of the Indian economy. 

13 What IS being suggested is an extension of 
the type of work that is already underway on 
the empirical open macro-economic models. 
One may see, for example, Hamada (1976, 
1979,198.3, l986).BuiierandManilon(l98.3), 
Miller and .Salmon! I98S), Bryant etal( 1988), 
Mckibbin and Sachs (1991), Bryant, Hooper, 
and Mann (1993). 

14 One may sec Hamada (1979) and Miller and 
Salmon (198.3) for more details on such 
fonnulalion of global policy conflicts and 
global policy co-ordination. 
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Levels of Morbidity in Andhra Pradesh 


P Satya Sekhar 


The morbidity picture of a population provides a more realistic picture of health status than only the mortality 
pattern. It is however more difficult to capture. Using NSSO data this article attempts to study the incidence 
of morbidity’ in Andhra Pradesh by ailments treated by public and private health care providers, by regions, by 
gender and type of ailments. 


TO set priorities for the allocation of scarce 
resources for the various health programmes, 
it is essential for the planners to understand 
the pattern of mortality and morbidity levels. 
Mortality rales' capture only a part of the 
burdenof illness. Some diseases like epilepsy 
and leprosy cause substantial morbidity but 
little mortality. The socio-economic status 
of the household and the availability of 
medical care facilities influence morbidity. 

The main objective here is to study the 
incidence of morbidity by (a) ailments treated 
by public and private health care providers; 
(b) to assess the extent of morbidity by gender 
and morbidity hospitalisation; (c) ailments 
reported in different regions of Andhra 
Pradesh and (d) gender and type of ailments 
treated as in-patient and out-patient in Andhra 
Pradesh. 


1 

Morbidity means incidence of sickness/ 
injury/pain affecting a person in the house¬ 
hold. It can be measured either by clinical 
(observed) or self-perceived reporting. No 
clinical reporting would allow us to measure 
the pain and suffering of an individual except 
through self-reporting. Clinical morbidity 
consists of reports from clinicians or other 
investigators about illnesses observed in the 
people they examine or test. Clinical reporting 
can be classiried as; (a) physical and vital 
signs; (b) physiological and patho¬ 
physiological (wide range of laboratory and 
diagnostic tests); (c) functional tests like 
running, walking amJ (d) clinical diagnoses. 
Self-perceived morbidity is the report from 
patients about their own illness. Sell 
perceived reporting has been grouped into 
three categories: (a) symptoms; <fo) functional 
disability and handicaps and (c) utilisation 
of medical services. 

Our source of information for morbidity 
is based on the computerised data collected 
during 1986-87, by the 42nd round NSSO 
(state sample) on morbidity and utilisation 
of medical services. The data was collected 
from a random sample of households listed 
in a village/hamlet in rural areas and blocks/ 
wards in urban areas (Schedule 25.1). The 
information relating to the utilisation of 
medical services (Schedule 25.7) was a 
truncated sample collected from (i) a sample 
of households in which at least one member 
had been hospitalised during the 365 days 


preceding the date of survey; and (ii) an 
independent sample (excluding those covered 
in (i)), in which at least one member had been 
ill or had been injured during the 30 days 
preceding the dale of survey.^ To estimate 
the incidence of morbidity, we have used 
appropriate ‘multipliers’ or ‘inflation factors'. 

The study covers about 976 households in 
rural and 581 households in urban areas for 
in-patient care study and 1,605 hou.seholds 
in rural and 909 households in urban areas 
forout-patient care’ study. Data was collected 
(by non-medical personnel) from male 
members of the household. Therefore, the 
responses to survey questions can only be 
taken as an approximation while estimating 
the burden of treatment since men seem to 
have little knowledge about women’s 
ailments and health problems. 


Various studies conducted on the utilisation 
of medical services are based either on a 
reference period of two weeks [NSSO 1974, 
Khan 1988; Kannan et al 1991; NCAER 
1992] or of a month [NSSO (out-patient 
care, 1986-87); Duggal and Amin 1989]. 
The DANIDA (1986) studies of Tamil Nadu 
and Madhya Pradesh reported sickness 
based on a hypothetical query about what 
households would do when their members 
fall sick. Here we review some of the studies 
on morbidity and utilisation of medical 
services. 

Ku mar and Vaidyanathan (1988) analysed 
the 28th round NSS data on morbidity 
collected in 1973-74. Four states, namely, 
Kerala, Andhra Pradesh, Tamil Nadu and 
Punjab, showed a high incidence of mor¬ 
bidity. The four temporary ailments reported 


Tablk 1 . Hi-.miNTAOE DiSTRiBimoN OF lu.NE.ss Tbeateo as In-Patient and Out-Patient Case 
B v Ailment and Type of Hospital: 1986-87 





Rural 



Urban 




Public 

Private 

All 

Public 

Private 

All 

1 

Watefbumc diseases 

137 

21.7 

In- 

IK4 

-patient care 
14.8 

27.2 

21.3 

2 

Communicable through heredity 

10 3 

10.5 

10.4 

87 

80 

8.3 

.t 

CommuniToble 

13.5 

.5.2 

8.6 

4.6 

2.4 

3.4 

4 

Cardiac 

5.1 

10.1 

8 1 

9.8 

10.6 

10.2 

5 

Viral 

5.3 

4.0 

4.5 

1 6 

27 

2.1 

6 

Malnulnliunal 

4,9 

8.2 

6.9 

7.5 

3.6 

5.5 

7 

Accident 

5 4 

5.8 

5 6 

11.0 

86 

9.7 

8 

Problems due lo maternity 

44 

36 

3.9 

38 

5.2 

4.6 

9 

Asthma 

2.8 

1 7 

2 1 

24 

3.6 

3.0 

10 

ENT 

1.2 

1.8 

1 5 

2.9 

1.3 

2.1 

II 

Whooping cough 

1 6 

1.5 

1.5 

- 

0.7 

0.4 

12 

Kidney 

1 8 

07 

1 2 

0.2 

0.6 

04 

13 

Leprosy 

0.4 

- 

0.2 

0.1 

- 

- 

14 

Chickenpox 

0.6 

0 4 

0 5 

0.3 

05 

0./; 

IS 

Others 

29.0 

24.8 

26 6 

.32 3 

25.0 

28.6 

1 

Waterborne diseases 

17.5 

21 7 

Out-patient core 
207 17 2 

19.5 

19.1 

2 

Communicable through heredity 

127 

18 1 

169 

10.2 

16.5 

15,3 

3 

Communicable 

1 6 

0 4 

07 

2.3 

0.3 

0.7 

4 

Cardiac 

1.9 

5.1 

4.4 

7.1 

5.1 

5.5 

5 

Viral 

2.4 

1 0 

1 3 

1.5 

1.7 

1.7 

6 

Malnutntional 

21.6 

10 0 

12.7 

9.0 

15.2 

13.9 

7 

Accident 

4.0 

2.7 

3.0 

3.5 

4.0 

3.9 

8 

Problems due lo materniiy 

1.1 

09 

0.9 

5.1 

0.7 

1.6 

9 

Asthmr. 

5 1 

49 

5.0 

3.4 

3,7 

3.6 

10 

ENT 

52 

1.0 

2.0 

4.2 

l.l 

1.7 

II 

Whooping cough 

52 

3.6 

4.0 

37 

7.8 

7.0 

12 

Kidney 

0.1 

- 

“ 

- 

0.7 

0.5 

13 

Leprosy 

1.6 

0.2 

0.5 

7.1 

- 

1.4 

14 

Chickenpox 

0.5 

0.4 

0.4 

1.3 . 

0.1 

0.3 

15 

Others 

19.5 

30.0 

27 5 

24.4 

23.6 

23.8 


Source: Utilisation of Medical .Services, 42nd Round Sta'c Sample,1986-87 
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PkHmB I: Rboittimtion of PAnems iy Aob Groufs 

(a) 42n<l Round NSS Data; Rural Andhra Pradesh (b) 42nd Round NSS Data; Uibon Andhra Pradesh 




0-4 5-14 15-39 40-59 60+ 


Age Groups 

I I In-Patient Care ^30ut-Paiiem Care 


Age Groups 

I I In-Patient Care ^^Out-Patient Core 


Tabus 2: Morbidity (Pfr KXX) IVrsons) by Rgoion. by pRAcnui Gkoiif and by Aue-Groiif in Andhra Pradrsh 


Incidence of Sickness* _ Incidence of Treated Sickness^ _ Incidence of Hosoilalisation’ 




AuriiL_ 






RuraL 



llthaiL 



Rural 






Male Female 

Total 

Male 

Female Total 

Male Female Total 

Male Female Total 

Male Female Total 

Male Female Total 

Region 

North Coastal 
Andhra 

25.7 

36.0 

30.7 

25.0 

42.1 

33.4 

188 

22.0 

20.3 

20 7 

31.6 

26.0 

3.1 

2.2 

2.6 

7.0 

6.9 

7.0 

Coastal Andhra 

44.8 

47.6 

46.2 

26.1 

28.0 

27.0 

.39.5 

40.4 

40.0 

24.2 

25.5 

24.8 

17.3 

14.3 

15.8 

12.7 

11.5 

12.1 

Rayalosecma 

52.7 

68.5 

60.4 

44.1 

64.8 

54.2 

29.3 

36.2 

32.7 

35.5 

44.2 

39.7 

8.4 

5.8 

7.1 

8.3 

13.1 

10.6 

Telongana 

28 1 

30.6 

29.3 

31.2 

.30.4 

.30.8 

26 0 

27.7 

.26.8 

29.1 

26.8 

27.9 

5.7 

5.2 

5.4 

.5.1 

4.5 

4.8 

Andhra Pradesh 

37.6 

44.3 

40.9 

.30.5 

35.8 

.3.3.1 

29.4 

.12.4 

.30.9 

27.3 

29.4 

28.3 

9.1 

7.5 

8.3 

8.6 

8.6 

8.6 

Fractile Groups 

0 20 

64.1 

64.9 

64.5 

48.8 

57.6 

53.5 

47.7 

42.2 

44.9 

46.1 

45.6 

45.9 

8.6 

6.7 

7.6 

16.2 

14.4 

15.3 

20-40 

27.8 

31.5 

29.6 

10.9 

16.9 

1.3.8 

19.8 

24.0 

21.8 

9.8 

11.7 

10.7 

6.7 

4.4 

5.6 

4.9 

4.7 

4.8 

40-60 

43.7 

.59.6 

51.5 

33.9 

38.4 

.36.0 

.37.8 

44.7 

41.1 

29.9 

35.9 

.32.8 

1.3.0 

12.5 

12.7 

7.7 

9.5 

8.6 

60-80 

22.3 

36.9 

29.2 

.38.5 

37.0 

37.8 

17.5 

30.7 

23.8 

.37 1 

30.1 

33.7 

9.2 

7.3 

8.3 

9.3 

8.4 

8.9 

80-l(X) 

26.2 

20.9 

23.7 

19.2 

23.9 

21.4 

22.3 

16.5 

19.5 

11.5 

19.7 

1.5.5 

8.4 

7.6 

8.0 

4.3 

4.5 

4.4 

Andhra Pradesh 

37.6 

44.3 

40.9 

30.5 

35.8 

.3.3.1 

29.4 

32.4 

30.9 

27.3 

29.4 

28.3 

9.1 

7.5 

8.3 

8.6 

8.6 

8,6 

Age Group 

0-4 

42.4 

48.4 

45.3 

42.2 

31.4 

36.9 

35.6 

34.7 

.35.1 

39.8 

21.0 

30.5 

6.3 

3.8 

.5.1 

8.2 

3.7 

6.0 

5-14 

27.5 

20.3 

24.0 

23.5 

19.7 

21.6 

23.3 

17.1 

20.3 

20.2 

18.7 

19.4 

6.4 

2.5 

4.5 

2.4 

50 

3.7 

15-39 

17.4 

.32.1 

24.6 

17.4 

24.9 

21.2 

13 ' 

24,2 

18.7 

14.8 

20.0 

174 

5.8 

8.2 

7.0 

6.8 

8.9 

7.8 

40-59 

41.4 

.52.6 

46.9 

45.5 

.56.1 

.50.7 

.3.3.9 

41.1 

37.4 

42.8 

46.8 

44.8 

14.8 

12.3 

13.6 

16.0 

II.1 

13.6 

60 + 

173.7 

174.8 

174.2 

105.2 

158.1 

131.3 

122.7 

109.7 

116.3 

93.2 

1.30.9 

III.8 

28.2 

16.8 

22.6 

32.8 

28.5 

30.7 

All 

37 6 

44.3 

40.9 

.30.5 

.35.8 

.3.3.1 

29.4 

32.4 

.30.9 

27 3 

29.4 

28.3 

9.1 

7.5 

8.3 

8.6 

8.6 

8.6 


No of persons sick in 30 days * 
Morbidity -- 


X 1000 


Total number of peraons in the sample 
Nates'. * I includes sick persons include treated and non-treated cases; 

2 includes sick persons availed treatment as out-patients; 

3 includes si 'V persons treated for hospitalised cases in 365 days period 


664 
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nouRE 2: RBOiSTmA'noN or PAiuim tv MPCE Groups 

(a) 42iui Round NSii Data; Rural Andhra Pradesh (b) 42nd Round NSS Dntn: Urtmn Andhra Pradesh 



Per Capita Fractile Groups Per Capita Practile Groups 

n In-Patient Care ^Out-Patient Care tZ3 In-Patient CareEZS Out-Patient Care 


in these states were malaria, intluenza, 
dysentery and diarrhoea. Chronic ailments 
repotted in rural and urban areas are asthma 
followed by rheumatism and tuberculosis. 
The incidence of morbidity by age and sex 
showed no systematic evidence of sex bias 
except m Gujarat, Jammu and Kashmir and 
Tamil Nadu. Moreover, females are less prone 
to morbidity than males. 

Krishnan (1994), based on NSSO central 
sample on the utilisation of medical services, 
reported that more than 75 per cent of in¬ 
patients arc treated by the public health 
care system in the backward states (Assam, 
Bihar, Orissa, etc,). However in Punjab. 
Haryana and Andhra Pradesh which have 
experienced high growth rates in agriculture 
or high growth in demand for health care 
(e g, Kerala), private health care is prominent 
(SS per cent and above). 

Swarajyalakshmi et al (1992) studied 
nutrition levels and morbidity in Visakha- 
patnam slums during a three-year period. 
1988-91. The study team measat^ morbidity 
by clinical diagnosis. A strict criteria of 
household selection yielded a lower incidence 
of morbidity. More women than men reported 
the major ailments anaemiafiron deficiency), 
respiratory and central nervous system 
disorders. Kamalamma (1992) conducted a 
morbidity survey in Srikakulam district of 
Andhra Pradesh during 1988-89. The 
ailments classified by age, indicated a high 
incidence of morbidity (30 per cent) in the 
age group of 15-49 followed by 20 per cent 
in 5-14 year age group, majority of the 


sample households reported fevers (33.5 
percent), diarrhoea (12.4 per cent), cold 
and cough (7 per cent) and anaemia (7 per 
cent). 

Preliminary data on socio-economic 
conditions and expenditure on health of slum- 
dwellers gathered by CESS in Hyderabad 


district indicates that (a) in case of in-patient 
care, both public and private hospitals are 
equally utilised by slum-dwellers; (b) 
majority of ailments are reported in 15-45 
age group followed by 45 and above age 
groups; (c) the major ailments treated as in¬ 
patients are water-borne diseases (II per 


Table 3; RECisrRATiON of HaspiTAL Carr as In-Patients by Age Groiif and PRAmLE Crouf 
IN Andhra Pradesh: 1986-87 


(Per CM) 



Male 

_Rura!_ 

Female 

Total 

Male 

Urban 

Female 

Total 

Age Oistribulion Class 

0-4 


8.3 

6.0 

7.3 

11.5 

5.1 

8.4 

.*5-14 

I7..3 

8.0 

13.2 

6.6 

14.0 

10.3 

15.39 

25.0 

42.3 

32.6 

34.2 

44.6 

39.3 

40-.59 

28.7 

28.8 

28.8 

29.3 

20.4 

24.9 

6(H 


20.7 

14.9 

18 2 

18.3 

I5.V 

17.1 

All 


5.5.8 

44.2 

100.0 

50.5 

49.5 

IflO.O 

Per Capita Practile Croup 

0-20 

2l..t 

21.8 

21.5 

38.9 

.39.4 

.39.1 

20-40 

15.9 

12.4 

14.4 

12.0 

11.3 

11.7 

40-60 

26.8 

31.2 

28.7 

18.7 

21.9 

20.3 

60-80 

20.7 

18.6 

19.8 

21.9 

18.9 

20.4 

80-100 

15.3 

16.0 

15.6 

8.6 

8.5 

8.6 

All 


55.8 

44.2 

100.0 

50.5 

49.5 

100.0 

Region 

North Coastal Andhra 

4.5 

3.9 

4.2 

9.1 

8.8 

8.9 

Coastal Andhra 

.52.3 

54.7 

53.4 

54.4 

50J) 

52.2 

Rayalascema 

19.8 

16.3 

18.3 

14.5 

22.0 

18.2 

Telangana 

23.3 

2.5.1 

24.1 

22.0 

19.2 

20.6 

Andhra Pradesh 

55.8 

44.2 

100.0 

50.5 

49.5 

100.0 

Smree: Utilisation of Medical Services, 42nd Round State Sample,1986-87 
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(■) Household Hospital Exp by Age Groups 
42iid Round NSS Data: Andhra Pradeah 


riOUKB 3 


(b) Household Total Exp by Age Groups 
42nd Round NSS Data: Andhra Pradesh 




cent), malnutritional (8 per cent), viral 
diseases (6 per cent) and accidents (6 per 
cent). The average expenditure per illness 
episode depends on type of ailments reported, 
age of the patient and on socio-economic 
background. The level of education and per¬ 
centage of treated cases to total ailing/injured 
persons are positively related. Therefore, 
improvement in educational standards 
reduces morbidity in both rural and urban 
areas. 

II 

Claasiflcation of Diseases 

The World Health Organisation (1978) 
classified ailments into three broad categories. 
(i)communicsdileand reproductive (intestinal 
infections, tuberculosis, malaria, other in¬ 
fections and parasitic, nutritional and meta¬ 
bolic); (ii) mm-communicable (neoplasms, 
circulatory, respiratory, digestive); and 
(iii) injuries and accidents. The types of 
ailments covered in these groups were re¬ 
stricted by the ailments covered in schedule 
25.7 of the survey. The individual ailments 
account for only a small proportion of total 
ailinenu reported. These are clubbed into 
broad groups as: 

(I) (Zommunicable and reproductive: (a) 
Water-borne diseases - cholera, mumps, 
dysentery, gastritis, diarrhoea, jaundice and 
influenza; (b) Insects bite diseases - en¬ 
cephalitis and malaria; (c) Viral diseases - 
diphtheria, measles, typhoid and para¬ 


typhoid; (d) Communicable diseases - 
tuberculosis and sexually transmitted 
diseases; and (e) Communicable through 
heredity - rheumatic fever, arthritis, gout, 
rheumatism, asthma, bronchitis and diabetes 

(II) Non-communicable diseases; (f) 
Malnutritional diseases - nervous and general 
debility, anaemia, beriberi, epidemic dropsy, 
rickets, scurvy and other related problems, 
(g) Cardiac diseases - high and low blood 
pressure, heart ailments and coronary related 
problems. 

(III) Accidenu and injuries and (IV) Others 
Ailments treated by public and private health 
care providers. 

Table I presents the ailments treated in 
public and private medical institutions. In 
case of in-patient care, the major ailments 
reported in rural and urban areas respectively 
are: water-borne (18 per cent and 21 per 
cent), communicable through heredity (10 
per cent and 8 per cent), communicable (9 
per cent and 3 per cent), cardiac (8 per cent 
and 10 per cent) and malnutritional (7 per 
cent and 5.5 percent). Many sick households 
preferred private health care agencies for the 
treatment of water-borne diseases, com¬ 
municable through heredity, cardiac and 
accidents. However, in both rural and urban 
areas communicable diseases such as tuber¬ 
culosis. viral infections, asthma and leprosy 
were treated in public hospitals. 

Major ailments treated under out-patient 
cate in rural and urban areas respectively are 


water-borne diseases (21 per cent and 19per 
cent), communicable through heredity (17 
percent and IS percent), malnutritional (13 
per cent and 14 per cent), asthma (5 per cent 
and 4 per cent) and whooping cough (4 per 
cent and 7 per cent) respectively. 

Under out-patient care, the majority of the 
ailments treated in public hospitals are com¬ 
municable diseases, viral infection, mal¬ 
nutrition (in rural areas), whooping cough 
and problems due to maternity. On the other 
hand, water-borne diseases, hereditary 
ailments, malnutrition (in urban areas) and 
cardiac ailments are mainly repotted for 
private health care institutions. 

Patient registrations by aoe groups 

The morbidity rate is the number of persons 
who had fallen ill on an average in a period 
of 30 days out-patient care per thousand 
persons by incidence of morbidity (sickness), 
incidence of treated sickness presented in 
Table 2. For the state as a whole, the incidence 
of sickness rate was 40.9 and 33.1 in rural 
and urban areas respectively. The morbidity 
rate was 37.6 and 44.3 persons for tund 
males and females respectively as compared 
to 30.5 and 35.8 in urban areas. On the other 
hand, morbidity of treated sickness was 
30.9 and 28.1 in rural and urban areas 
respectively. 

The morbidity rates by regions of Andhra 
Pradesh indicate above state average figures 
in Rayalaseema and Coastal Andhra 
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(») Household Hospkel Exp by MPCE Groups 
42iid Round NSS Data: Andhra Piadesh 


nouBB 4; 


(b) Household Total Exp by MFCS Groups 
42nd Round NSS Data: Andhia Pradesh 




Per Capita Practile Croups 
CZl Rural ISS Urban 


Per Capita Fractile Groups 
1. J Rural CS Urban 


regions in rural (60.4 and 46.2 respec¬ 
tively). and in urban (S4.2 and 33.4) areas. 
Across regions and in rural and urban 
areas higher sex differentials in morbidity 
rates reported among women as compared 
to men. 

In all MPCE fractile groups (the monthly 
per capita consumer expenditure in the 
lowest 0-20 fractile was Rs 75 in rural and 
Rs too in urban areas), women reported 
higher morbidity rates as compared to men 
except in the top fractilegroupof rural Andhra 
Pradesh. Across MPCE fractile groups, the 
morbidity rates were higher in 0-20 fractile 
group (64.S in roral and S3.S in urban areas) 
as compared to 80-1 (X) (top fractile) group 
(23.7 in rural and 21.4 in urban areas). The 
incidence rates of illness for different age 
- groups reveal a very high morbidity rate 
for 60 and above age group (174.2 in rural 
areas and 131.1 in urban* areas). Female 
morbidity rates are higher than those for 
males in the IS-39 and the 40-59 age groups 
in both rural and urban areas. However, in 
all other age groups, no clear pattern of 
excess morbidity among women was 
repotted. Interestingly, in all age groups, the 
incidence of treated sickness indicates high 
.sex discrimination ^inst women. 

Further, the incidence rate of hospita¬ 
lisation (per thousand persons in the reference 
period of 365 days) recorded as 8.3 and 8.6 
in rural and urban areas, respectively. The 
higher incidence of hospitalisation rates for 


urban areas suggest better reach to hospital 
facilities. However, only in rural areas did 
men report a hi^n incidence of hospitali¬ 
sation Aan women (9.1 for men and 7.5 for 
women) 

Table 3 gives the d^ils of in-patient 
admissions by fractile group, by age group 
and by regions. Of those Emitted for in¬ 
patient care, only 12 per cent in rural and 
7 percent in urban areas were children below 
five years. The percentage distribution of 
admissions of in-patients in rural and urban 
areas is higher in the 15-39 age group (32 
per cent in rural and 39 per cent in urban) 
followed by 40-59 age group (29 per cent 
in rural and 25 per cent in urban) as compared 
to other age categories. This percentage 
distribution by MPCE classes suggests that 
the poor (0-20 fractile group) have been 
hospitalised more (21 per cent in rural and. 
39 per cent in urban areas) than the 80-l(X) 
fractile group (21 per cent in rural and 39 
per cent in urban areas) for in-patient care 
(Figures I and 2). 

Hosmtal Expenditure 

Table 4 presents estimated average 
expenditure incurred on treatment (W illness 
episode in a hospital. Two types of hospital 
expendituresore reported in the survey. They 
are (a) direct payment to hospital for availed 
treatment and (b) total expenditure on hospital 
care.* The average cost per illness episode 
showed a tendency to rise from the lower 


to the top MPbE fractile groups. The total 
expenditure per illness episode was almost 
twice the amount actually paid to hospital 
or to the health care provider^ (see Figures 
3 and 4). 

The total expenditure per illness episode 
by age distribution indicates that the highest 
expenditure is incurred by the age group 
of40-.59. followed by the age group of 
15-39 in urban areas and 15-39 follow^ by 
40-59 age group in rural areas. This willing¬ 
ness to pay for hospital fees for these age 
groups indicates that the sickness of an adult 
harms the entire family and gets priority 
attention.^ The rural hospitalised cases had 
a suy of longer duration in hospital wards 
as compared tourban. No systematic relation 
was observed between MPCE classes md 
duration of stay in hospiuls in rural and 
urban areas of Andhra Pradesh. However, 
in rural areas, the number of days in hospital 
'voids for in-patient care was reported higho^ 
among 15-39 years. 

At the state level, the hospital admitted 
casesclassified by payment categoriesfeither 
to government hospitals, private hospitals, 
ESIS and no payment to any of the above 
three sources) showed that about 50 per cent 
of in-patients across all the MPCE groups 
avaiM of health care facilities at their own 
cost. In the lowest fractile group, 59 per cent 
in rural and 64 per cent in urban areas did 
not report any payment to govemment/private 
institutions as compared to the lop fractile 
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group (34 per cent in rurd and urtwn aieu). 
In the lowest fractile group only 35 per cent 
of in-patient cases availed of health facilities 
on payment from private health agencies as 
compared to 62 per cent in the top (90-100) 
MPCB group [Reddy and Sekhar 1993], 

Aoe-SpETiFic DisTaiBunoN Ailments 

The classification of ailments by age for 
in-patient care (Table S) shows that: (a) of 
children in age group 0-4 about S4 per cent 
in rural and 56.3 per cent in urban areas were 
treated for water-borne diseases while only 
about 20.4 percent in rural and 34.4 percent 
in urban areas were so treated in 5-14 year 
age group: (b) in the 15-39 age group, about 

11.3 percent in rural and lOperceni in urban 
areas reported problems related to maternity 
and child birth; (c) the highest reporting of 
accidents was in the 15-39 and 40-59 age 
groups in rural and urban areas and (d) rmliac 
diso^rs are 9.5 per cent in rural and 14.5 
per cent in urban areas in the age group of 
40-59 years. 

The information on out-patient care from 
various health care providers shows that the 
major complaints registered in children of 
age 0-4 are water-borne diseases (36 percent 
in rural and 35.2 per cent in urban areas), 
heredity ailments (15.1 per cent in rural and 

14.3 per cent in urban) and whooping cough 
(6.4 per cent in rural and 13.3 per cent in 
urban). In the age group of40-59 and 60 and 
above in rural areas, major disorders are due 
to water-borne diseases, hereditary ailments, 
malnutrition, cardiac problems and asthma. 


Type of Ailmcmi _ 

0-4 


Table 4; Avgbaoe Amount Shnt as iN-PAnaNTS raa Illness Emsooe ano Aveeage DuEAnoN of 
Stay in Hoshtal av FEactilb Ceouf and Aoe Ceouf in Andhea Peadesh 


Amount Paid to Total Expenditure Duration of Stay* 
Hospital Per Illness Per Illness in Hospital Wa^s 
Episode (Rs) Episode (Rs) (Days) Per Episode 

Rural Urtian Rural Uiban Rural Uiban 


Hospitalised Cases 


Per Ca|Hla Fractile Groups 
0-20 

209 

182 

432 

502 

21 

16 

20-40 

274 

237 

629 

443 

15 

12 

40-60 

298 

314 

583 

701 

17 

18 

60-80 

334 

275 

657 

594 

18 

19 

80-100 

596 

441 

999 

943 

23 

19 

All 

Age Distribution Oass 

338 

306 

662 

679 

19 

17 

0-4 

196 

J73 

412 

314 

8 

14 

5-14 

232 

124 

602 

388 

19 

it 

15-39 

417 

.347 

736 

734 

22 

18 

40-.59 

320 

.381 

710 

79.3 

20 

17 

604. 

285 

2.53 

580 

668 

19 

22 

All 

338 

306 

663 

679 

19 

17 




Non-Hospitalised Cases 



Per Copito Fractile Groups 
0-20 

14 

29 

30 

61 

8.8 

11.6 

20-40 

30 

.31 

76 

60 

9.4 

9.6 

40-60 

46 

45 

98 

95 

9.5 

9.9 

60-80 

43 

.36 

96 

73 

8.4 

10.0 

80-100 

37 

53 

79 

94 

10.5 

9.0 

All 

Age Distribution Class 

42 

44 

92 

86 

9.3 

in.o 

0-4 

.32 

24 

74 

55 

7.1 

7.2 

5-14 

19 

19 

38 

39 

77 

7.9 

1.5-39 

53 

.50 

109 

88 

8.4 

9.4 

40-59 

37 

43 

83 

93 

10.7 

II..3 

604 

24 

47 

67 

89 

11.4 

12.7 

All 

42 

44 

92 

86 

9.3 

10.0 


* In case of non-hospitolised cases, this refers to duration of treatment. 
Source: Utilisation of Medical Services, 42nd Round Stole Sample, 1986-1(7. 

Table 5; Disteibution of Ailment by Agf-Geouf 


(Per rent) 


_ Asw Group __ Aee Group _ 

S-14 I.5-.79 40-.W 60-f All 0-4 5-14 15-39 40-59 60-i- All 


Rural Urban 

Hospitalised Coses 


1 

Woterborae diseases 

54.0 

20.4 

1.5.6 

14.9 

13.4 

18.4 

.56.3 

34.4 

20.4 

11.3 

13.2 

21.3 

2 

Communicable through heredity 

4.8 

67 

9.3 

9.7 

18.4 

10.4 

9.3 

3.2 

2.7 

12.2 

18.1 

8.3 

.3 

Communicable 

- 

0.2 

6.4 

1.3.6 

14.2 

8.6 

- 

0.4 

6.4 

.3.1 

0.6 

3.4 

4 

Cardiac 

7.6 

0.8 

7.8 

9.5 

11.6 

8.1 

- 

12.7 

5.2 

14.5 

19.1 

10.2 

3 

Molnutritionol 

4.5 

12.6 

4.5 

5.1 

10.8 

6.9 

3.2 

0.4 

5.8 

6.4 

7.3 

5.5 

6 

Accident 

- 

5.1 

6.5 

6.4 

5.5 

5.6 

5.2 

4.7 

12.0 

13.5 

4.3 

9.7 

7 

Matemiiy 

- 

- 

11.3 

0.8 

- 

3.9 

- 

- 

10.0 

2.6 

- 

4.6 

8 

Asthma 

- 

1.8 

l.l 

2.5 

4.7 

2.1 

3.8 

- 

3.2 

l.l 

6.7 

3.0 

9 

Insect bite 







- 

5.0 

7.2 

4.9 

7.0 

5.8 

10 Olhen(Diagnosed) 

12.9 

24.9 

16.6 

18.8 

9.8 

16.8 

10.7 

17.4 

12.7 

21.2 

14.9 

15.5 

li OtherafUndiognosed) 

16.2 

27'.5 

20.9 

18.7 

11.6 

19.2 

20.8 

25.0 

I7.i 

21.4 

27.9 

21.0 


Total 

100.0 

1000 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 








Non-Hospitalised 

Coses 





1 

Woteibonie diseases 

.36.0 

20.5 

18.2 

16.0 

14.0 

20.7 

35.2 

21.6 

17.8 

9.5 

11.6 

19.1 

2 

Communicable through heredity 

15.1 

21.0 

14.2 

1.5.0 

13.6 

16.9 

14.3 

15.7 

14.5 

12.3 

14.8 

15.3 

3 

Molnutriiional 

4.1 

1.0 

11.9 

12.0 

21.0 

12.7 

1.0 

1.5 

19.6 

18.4 

29.7 

139 

4 

Cardiac 

- 

1.0 

3.0 

9.0 

5.6 

4.4 

- 

0.7 

4.2 

12.3 

12.9 

5.5 

5 

Insect bite 

7.6 

8.3 

8.6 

6.0 

3.5 

6.6 

4.8 

2.2 

5.6 

5.6 

2.6 

4.3 

6 

Accident 

1.7 

6.3 

3.6 

2.3 

2.1 

3.0 

1.9 

8.2 

4.7 

1.7 

3.9 

3.9 

7 

Whooping cough 

6.4 

6.3 

3.6 

3.3 

5.6 

4.0 

13.3 

8.2 

1.4 

3.4 

3.2 

7.0 

8 

Asthma 

0.6 

1.5 

0.7 

7.0 

11.2 

5.0 

1.0 

3.0 

3.3 

50 

7.7 

3.6 

9 

Othersf Diagnosed) 

11.6 

14.1 

14.9 

12.0 

10.5 

12.6 

16.2 

16.4 

14.5 

12.8 

7.7 

13.3 

10 OthenfUndiognosed) 

16.9 

20.0 

21.3 

17.4 

12.9 

17.7 

12.3 

22.5 

14.4 

19.0 

5.9 

14.8 


Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


Smiret: Utilisotion of Mcdic,<l Services, 42nd Round Stale .Somple. 1986-87 
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Based on the geographical classification, 
the districts of Andhra Pradesh are grouped 
into four regions. They are: (a) North coastal 
Andhra; (bIGiastal Andhra; (c) Rayalaseema 
and (d) Telangana regions.^ In Table 3 we 
showed that the incidence rates ate above 
the state average in rural areas of Coastal 
Andhra and Rayalaseema and in the urban 
areas of Rayalaseema InTableb. we present 
ailments reported in the n^ions of Andhra 
Pradesh. Among the in-patient cases, the 
incidence of viral diseases is higher in 
Telangana region, while there ate many com¬ 
municable (tuberculosis) and hereditary 
diseases in North Coastal Andhra and 
Rayalaseema regions. Moreover, insect- 
borne incorrect diseases are high in north 
coastal Andhra and Telangana regions. The 
incidence of ailments due to malnutrition is 
higher in both coastal Andhra and north 
coastal Andhra and cardiac disorders in 
Coastal Andhra region ate above the state 
average level (see Figures S and 6). 

in all the age groups water-borne and 
communicable through heredity ailments 
are the two important diseases of immediate 
concern. Besides the above ailments, whoo¬ 
ping cough and viral diseases ate also major 
ailments reported among children. In the age 
group of 13-39, about 11 percent of women 
reported gynaecological ailments (excluding 
delivery). In 40 and above age groups, most 
of the sick households reported cardiac 
disorders and accidents in case of in-patients 
and malnutritional diseases and asthma in 
case of out-patients. 

Table 7 presents, the major ailments treated 
by gender in rural and urban areas of Andhra 
Pradesh it is estimated that 56 per cent of 
the rural and 51 per cent of urban cases 
seeking in-patient care were males. However, 
in case of out-patient care, there are ^x>ut 
47 per cent male and 53 per cent female 
among those who received treatment from 
different health care institutions. Out of the 
in patients treated, a higher proportion of 
women were treated for water-bomediseases 
(21 per cent in females and 18 per cent in 
males) and hereditary diseases (9 per cent 
in females and 7 per cent in males) besides 
ailments relating to gynaecological problems 
(9 per cent). However accidents and com¬ 
municable diseases (tuberculosis)«re higher 
among men than women, in rural areas, more 
nutritional problem? but tne opposite ts true 
in urban areas reported among. 

To our surprise, the data in rural areas 
showed more of cardiac diseases in females 
when compared to men. This may be due 
toeither(a) bias in reporting of cardiac (heart 
disease and coronary thrombosis) diseases 
in females as the respondent at the time of 
interview was a mate person of the household 
and (b) the recent Findings of the British 
Heart Foundation showed that the deaths 
due to heart disease are higher in women 


Fiouae 3; AnjMMrn Trbaisd in Rbokins of Andhra Pradhn 
42nd Round NSS Dnia,in-patients'. Rural 



Water- Malnutri- Cardinc Coinmuni- Communicable Accidents 
borne lional cable by heredity 


Regions 

I North (Coastal Andhra Coastal Andhra ^3 Rayalaseema 

I2S Telangana KSl Andhra Pratfesh 


PiGURK 6: Ailments Treated in Rboidns of Andhra Pradesh 
42nd Round NSS Data in-patients: Urban 



Regions 

North Coastal Andhra k\\^ Coastal Andhra Rayalaseema 
iX 'kl Telangana KnI Andhra Pradesh 
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than men. Men get heart problems in all age 
groups whereas in women it mostly occurs 
after the age of menopause. In general, the 
major risk factors among women are lack 
of exercise, high blood pressure, increase of 
cholesterol and triglycerides, which indicate 
that heart problems are increasing in females 
especially after the age of 40 (after meno¬ 
pause). 

In case of out-patient care, majority of 
men reported incidence of waterborne (23 
per cent in males and 18 per cent in females), 
communicable through heredity (21 percent 
in males and 13 per cent in females). Mai- 
nutritional and cardiac diseases are higher 
among females. Murrey et al (1992) empha¬ 
sised that the causes that influence morbidity 
are distinct for males and females. Lower 
socio economic status, illness of family 
members strongly associate with morbidity 
among men, whereas, in case of women, 
iilness in other family members (especially 
toddlers), poor household sanitation and 
malnutrition are the factors strongly associa¬ 
ted with morbidity. 

Summary and Conclusions 

The government's health investment 
decisions are broadly based on the epidemio¬ 
logical data, tallies of ailments that cause 
death (mortality data), geographical coverage 
and planners’ priorities. The fragmentary 
cause of death information has been widely 
used as a proxy in assessing the current 
health status of the country and for the future 
health investment decisions. 

This paper attempts to study aspects of 
morbidity by analysing the NSSO data 
collected during 1986-87. At the state level, 
the important ailments reported for in¬ 
patients are water-borne diseases, com¬ 
municable through heredity, communic¬ 
able, cardiac ailments and accidents. In case 
of out-patient care, higher percentage of 
ailments reported are waterborne diseases, 
communicable through heredity and mal- 
nutritional diseases. 

The morbidity rates of sickness and 
morbidity of treated sickness showed high 
morbidity among females as compared to 
men. Across the fractile groups, the morbidity 
rates were higher in the lowest fractile groups 
(0-20) as compared to 80-100 top fractile 
group. Rayalaseema region recorded the 
highest incidence of morbidity in both rural 
and urban areas of Andhra Pi^sh. Morbi¬ 
dity by age groups shows higher incidence 
between 60 and above age groups. The 
incidence of treated sickness showed sex 
discrimination against women in all age 
groups. 

The percemage distribution of admissions 
for in-patient hospital treatment increased 
with age, reaching a peak in 15-39 age group 
and declined in higher ages. This percen¬ 
tage distribution for MPCE classes showed 


that a higher percentage of poor (0-20 
fractile group) was hospitalised compared 
to rich. 

Tberqrortingof aiimoitstreatedunderin- 
patient care indicates that (a) about 50 per 
cent of illnesses in the 0-4 age group in niral 
areas is due to waterborne diseases (gastro¬ 


enteritis); (b) about 47 per coit each in niral 
and urban areas of 15-39 age group suffered 
from gastritis/ulceis; (c) cardiac ailmenu 
and tuboculosis are higher in the 40-59 age 
group as compared to other age groups. In 
forty and above age groups, the incidence 
of non-communicable diseases (cudiac and 


Taile 6; Percentaos DrsnusimoN of Tvie of Aejssnis TaEA-nm in iue Regions of 

Andhra Pradesh 


(Per cent) 


Type of Ailment 



Rutat 



Urban 






NCA 

CA 

Ray 

Tel 

AP 

NCA 

CA 

Ray 

Tel 

AP 

1 

Water-borne diseases 

22.5 

21.8 

16.7 

Hospitaliaed Coses 

11.6 18.4 30.1 22.1 

24.8 

12.5 

21.3 

2 

Insect bite diseases 

0.9 

0.9 

1.4 

4.0 

1.7 

1.5 

4.5 

8.1 

8.8 

5.8 

3 

Malnutrition 

7.1 

8.8 

2.0 

6.4 

6.9 

6.6 

6.5 

29 

4.5 

5.5 

4 

Cardiac 

9.2 

11.0 

5.1 

3.6 

8.1 

6.6 

11.7 

5.6 

12.1 

10.2 

5 

Virol diseases 

5.9 

3.6 

2.2 

8.0 

4.5 

- 

2.5 

0.4 

3.8 

2.1 

6 

Communicable diseases 

12.7 

5.1 

18.9 

7.8 

8.6 

13.9 

1.5 

5.8 

1.6 

3.4 

7 

Communicable through 
heredity 

11.9 

7,4 

17.3 

11.6 

10.4 

13.3 

5,3 

15 1 

7.8 

8.3 

8 

Asthma 

0.7 

1.0 

6.3 

1.9 

2.1 

- 

3.3 

4.4 

2.2 

3.0 

9 

Disease or ailment 
related to child birth 

1.7 

3.8 

5.4 

3.4 

3.9 

3.8 

3.4 

5.1 

7.3 

4.6 

10 

Accident 

5.2 

6.0 

8.8 

2.6 

5.6 

7.4 

11.7 

10.4 

S.l 

9.7 


Other and unrecognised 

22.2 

.30.6 

15.9 

.39.1 

29.8 

16.8 

27.5 

17.4 

34.3 

26.1 


All 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 100.0 100.0 

1 

Water-borne diseases 

15.4 

20.8 

21 0 

Non-Hospitalised Cases 
21.8 20.7 17.0 20.9 

19.8 

17.6 

19.1 

2 

Insect bite diseases 

11.8 

4.4 

3.2 

8 1 

6.0 

5.4 

4.4 

0.8 

9.4 

5.6 

3 

Malnutrition 

7.9 

12.6 

10.2 

15.8 

12.7 

7.3 

9.0 

8.9 

23.1 

13.9 

4 

Cardiac 

4.0 

5.9 

4.0 

2.9 

4.3 

17.9 

5.4 

3.9 

3.1 

5.5 

5 

Communicable 
through heredity 

10.5 

14.3 

18.8 

20.2 

16.9 

14.9 

ll.T 

22.9 

14.2 

15.3 

6 

Whooping cough 

1.5 

3.9 

4.4 

4.4 

4.0 

8.1 

lO.I 

4.9 

5.2 

7.0 

7 

Asthma 

l.l 

2.4 

13.4 

3.0 

5.0 

4.0 

. 5.2 

3.2 

2.4 

3.6 

8 

Accident 

5.8 

2.7 

4.1 

1.7 

3.0 

3.5 

4.0 

4.3 

3.6 

3.9 

9 

Others and unrecognised 

42.0 

33.0 

21.9 

22.1 

27.4 

21.9 

29.3 

31.3 

21.4 

26.1 


All 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

dfl IM, 1 

100.0 

100.0 100.0 100.0 


Note: Others and uniecognised category includes the type of ailment reported below I per cent at 
state level and also unclassified ailments. 

Source: Utilisation of Medical Services. 42nd Round State Sample. 1986-87. 


Table 7: Imfortant Ailments Treated by Gender Group in Andhra Pradesh 

(Per cent) 


Type of Hospital UtilisiUion 

I Hospitalised cases 
Rural 


Urban 

Non-Hospitalised Cases 
Rural 

Uibon 


Men 


Water-borne (17) 

Com through heredity (I I) 
Communicable-(11) 
Malnutrition (8) 

Accident (7) 

Cardiac (6) 

Water-borne (18) 

Accident (IS) 

Cardiac (II) 

Com through heredity (9) 

Watcr-botne(23) 

Com through heredity (21) 
Malnutrition (10) 

Insect bite (3) 

Asthma (S) 

Water-borne (22) 

Com through hetedity (20) 
Whot^ing cough (9) 
Malnutrition (8) 


Women 


1) Water-borne (20) 

2) Cardiac (10) 

3) Com through bcredily (10) 

4) Maternity (9) 

5) Communicable (6) 

6) Malnutrition (6) 

1) Water-boriie(2S) 

2) Cardiac (10) 

3) Maternity (9) 

4) C^om through heredity (8) 


1) Water-borne (23) 

2) Malnutrition (16) 

3) Insect bite (7) 

4) Cardiac (6) 

5) Asthma (5) 

1) Malnutrition (20) 

2) Water-borne (17) 

3) Com through heredity (10) 

4) Cardiac (7) * 


1 ) 

2 ) 

3) 

4) 

5) 

6 ) 

1) 

2 ) 

3) 

4) 


1 ) 

2 ) 

3) 

4) 

5) 
1 ) 
2 ) 

3) 

4) 


Source: Utilisation of Medical Services, 42nd Round State Sample, 1986-87. 
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malnutritioMi), accidents and tuberculosis 
are high. In case of out-patient care there is 
a high incidence of rheumatic Ibver, nervous 
and general debility in the lS-39 age group. 

Thedata shows that private health agencies 
cater to 60-70 per cent of the in-patient and 
out-patient care needs in Andhra Pradesh. 
The ailments treated by type of hospital 
shows that in rural in-patient cases, more 
than 60 per cent of the reported cases^n 
public hospitals were treated for leprosy, 
tuberculosis, cancer and pneumonia. These 
ailments require a longer stay in hospitals 
and the treatment is expensive. On the other 
hand, the private health care institutes treated 
water-borne, malnutritional and cardiac 
ailments and accidents. However, in urban 
areas, the ailments treated in private sector 
hospitals are mainly water-borne and gynae¬ 
cological problems. 

The ailments reported in different regions 
show that at the state level, water-borne 
diseases and those communicable through 
heredity are the two most important causes 
of sickness. Across the regions, the major 
ailments for which in-patient treatment is 
given are (a) tuberculosis and sexually 
transmitted disea.ses in the backward regions 
of North Coastal Andhra and Rayalaseema; 
(b) malnutritional diseases in Coastal Andhra 
and North Coastal Andhra regions; and (c) 
cardiac ailments in rural Coastal Andhra 
region. 

Thus the analysis indicates that the major 
health programmes that need to be undertaken 
in Andhra Pradesh are: (a) a proper mother 
and child health programme along with an 
emphasis on female education; (b) to prevent 
water-borne diseases (gastro-enteritis) and 
tuberculosis that cause high levels of morbi¬ 
dity in all age groups; (c) proper attention 
and allocation of resources to tackle the 
health care problems of adults in the age 
group of IS-39 and 40-59 years specifically 
for the treatment of non-communicable 
diseases. 

Although the control of infectiousdiscases 
during infancy and childhood is very 
important, this may not lead to a lifetime of 
good health. The communicable and non- 
rommunicable ailments which cause 
morbidity among IS-S9 years are due to the 
use of tobacco and consumption of alcohol 
[Murray et al (1992)]. This paper draws 
attention not only to the consequences of 
diseases andlll health in adults (1S-S9 years) 
but also the burden they impose on themselves 
and on their families. As compared to rich 
households, persons in the poorer segments 
reported a higher incidence of sickness. Thus 
the present health policy needs to tackle, on 
the one hand, equity in health care for the 
poor and. on the other,,to allocate sufficient 
resources for taking curative measures in 
meeting the health needs or requirements of 
adults. 


Notes 

[Research supported under grant No 900-0198 of 
the Ford Foundation. The author expresses his 
gratitude to the Directorate of Economics and 
SUitislics. Government of Andhra Pradesh for 
providing computerised data. My thonks are due 
to N Krishnaji, R Radhakiishrui, J V M Sormaond 
K Mukund for their suggestions and encourage¬ 
ment. I thank P M Kulkorai, Bhorathior Univer¬ 
sity, for comments and suggestions on an earlier 
draft of this paper.] 

1 The two smncesofmoibidiiy published by die 
office of the Registrar General, India, New 
Delhi. In 1991 the survey on causes of death 
in rural areas analysed l,7.% deaths reported 
in 82 sample villages of selected PHCs in 
Andhra Pradesh. The causes of death survey 
data collected hy the para-medical staff of the 
PHC concerned the prescribed non-medical 
list of diseases. The causes of death informa¬ 
tion in Andhra Pradesh indicate that about 
70 per cent of deaths are either classified as 
'other diseases' or under the 'not classified' 
category. 

Salya Sekhar (1994) reported that during 
1987, tl]e major causes of death in Andhra 
Pradesh were heatt diseases! 1S per cent among 
males and 11 percent among females, whereas 
at the idl-India level, corresponding percentages 
are S per cent among males and 8 per cent 
among females), accident (4 per cent each for 
males and females), dysentery and diarrhoea 
(2 per cent each for males and females). 

2 The data indicate that only one member had 
been ivported sick among the household 
members. Therefore in this study the number 
of cases reporting ailments and the number of 
households reporting sickness are used os 
synonymous. 

3 The two alternate forms of health care 
organisations arc (a) pidtiic assisted privately 
managed health care system and a public 
assisted system managed by people/ 
government. The latter have succeeded in the 
delivery of low cost and quality health care. 
In contrast, the profit- making private health 
sector has restricted itself to providing curative 
medical care of questionable quality. 

4 The total expenditure ofircatment in a hospital 
or by private health care provider includes 
otherdirect costs for diagnostic tests or therapy 
or purchase of medicine and ambulance charges 
(but not the transport expenses concerning 
treatment or for providing food to the patient 
or food costs or the cost of appliances and 
durable goods) The total expenditure for 
treatment was always higher than the payment 
to the hospital or health core provider. 

5 Reddy and Sekhai(l993) reported that the 
expenditure for treatment in pnvate hospital 
or by private doctor was higher os compared 
to the public sector health care providers. This 
observation is varied across all fractile groups, 
social groups and adult female education 
categories. 

6 The variation in mean expenditure per illness 
episode could also be due to variation in nature 
of illness across age-groups. Therefore, we 
tested for differences in means by using 
regression analysis with dummy voiiables. 


The results show that in both rural and utbaa 
areas, the household expenditure per episode 
on health care was positive and statistically 
significant for IS-39 and 40-59 age-group in 
comparison with below five-year age-group. 

7 The districts in the regions are as follows: 
(a) North Coastal Andhra consists of 
Srikakulom, Viaanagatamand Vi^khrqiiiiiaiii 
districts; (b) Coastal Andhra consists of East 
Godavari, West Godavari, Krishna, Guntur, 
Nelloie and Ptakasam districts; (c) Rayala- 
scema region comprises Kumoor, Ci'Jdapah, 
Chittoor and Anantapur dislricls; (d) Telen- 
gana region includes Hyderabad. Ranga 
Reddy. Nizamobad, Medak, Mahabubnogar, 
Warangal, kharamam, Korimnagar and 
Adilabod districts. 
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DISCUSSION 


IH A VB read the paper by Subrata Sinha and 
Arun Ghosh on ‘Literacy Campaign, Land 
Literacy and Watershed Development’ 
{EPW, Februaty 8-14) with special interett. 
The paper brings to the fore certain very 
important issues for better understanding 
and further discussion. The specific focus on 
land literacy in the context of rural democracy 
and decentralisation with reference to 
watershed development highlights issues of 
shift and change from the previous to the 
present development strategies. In this 
process, the authors have raised some 
questions with respect to the validity of 
principles, methods and rationale of 
patticipatoty rural appraisal (PR A), one of 
the widely practised approaches to 
development, in comparison to the land 
literacy model. 

The authors say, "...various state 
governments, NGOs and other agencies are 
preferring the western style paitici patory rural 
appraisal (PRA) as a tool for eliciting 
community involvement”. ‘Western style' is 
too simplistic a term to be applied for PRA. 
Though PRA has its origin in the west, yet 
in Indian conditions it has undergone various 
legitimate modifications over a period of 
time. Evolved in the agricultural sector in 
the west, it is being applied today in most 
areas of development in the developing 
countries. 

‘Knowledge .stems from the top' was the 
ruling idea against which the approach of 
participatory development and PRA evolved. 
The basic issue was community participation 
in terms of people's involvement in planning 
and management of development initiative 
at the village level. In this process, PRA 
helps in rapport-building with the villagers 
and in-depth understanding of village 
conditions leading to action and analysis of 
the project. Hence the observations that “PRA 


Paper No.3, UNDP Project, Centre for 
Development Studies, Thmivanonthapunun. 

Visoria. Piavin and A Cumberf1994): UtUisatwn 
if and Expenditure on Health Care in India, 
/9M A7, (a study of five states), Gujarat Insti¬ 
tute of Devdopment Research, Ahmedabod. 

World Health Orgonisatioa (1978): Manual if the 
International Statistical Classfication if 
Diseases, Injuries and Causes if Death, Ninth 
Revision, World Health Oiganisation, Geneva. 


is primarily an aid to external facilitators to 
get a quick view of the village and its com¬ 
munity” and that "PRA merely helps in the 
prepurationof learned research papers which 
bring fame and acclaim to the authors and 
their sponsors" grossly underestimate the 
potentiality of the method. The authors’ views 
may lead to the understanding that PRA is 
basically an academic excercise with no 
substantial effect on the subject of the study. 
It is not clear on what basis the authors have 
come to such a conclusion. The Thippapur 
experience of Somesh Kumar and Santhi A 
Kumari in Andhra Pradesh is a relevant 
example in this context (Kumar and Kumari 
1991]. 

‘‘PRA yields only selective information 
and not necessarily data relevant to the 
community, since it is at best a guided 
principle”, according to the authors. Many 
action researchcis would disagree with this 
perspective on PRA. It has been seen in 
many developmental initiatives in Haryana, 
Andhra Pradesh, Bihar and West Bengal, 
with PRA as the guiding principle, that a 
strong data base has been established with 
more than the intormation required for the 
current undertaking in hand. For instance, 
“factors which determine stale of health are 
very important tor health PRA. Much can 
be learnt from what villt^ers describe as 
factors leading to ill health. This may or 
may not help in diagnosis of local factors 
causing certain xinds of illness" (Mukherjee 
1994]. 

“It assumes the villagers to be ignorant 
about what is good for them”, say the authors. 
One of the basic assumptions of PRA is to 
put trust in the capability arid knowledge of 
the grass roots human resources. Some of 
the beliefs and attitudes which can form a 
basis for appropriate behaviour so as to elicit 
participation are as follows: 


(1) turel people generally haveastorchouse 
of indigenous knowledge and experience 
which can be of great use; and 

(2) rural people are capable of rational 
decision-making, monitoring and evalua¬ 
ting, whether as a community, a group, a 
household or as individuals [Mukhetjee 
1994]. 

Going by the practical experiences of PR A, 
the villagers are consider^ to be the best 
scientists and human resources of their area 
to be promoted for participation in rural 
development. Through some primary 
introduction, their resources can be rnobilised 
both for data collection and mapping. ‘Do 
it yourself is the approach which aims at 
promoting them for undertaking respon¬ 
sibilities. Through the formation of ‘village 
level societies’, in course of time people 
becomecapableof handling the work. Th^- 
fore, it is not ignorance that is assumed but 
self-development potential. 

Various methods and kinds of PRA 
generally go by the ultimate objective of 
empowerment of the people and their parti¬ 
cipation. However, the prerequisites of 
sustainablecommunity participation are long¬ 
term planning and involvement of selected 
villagers in the core team. Thus the assump¬ 
tion that PRA does not ensure community 
participation is unwarranted. 

Through the effective operation of PRA, 
villagers can organise thcm.selvcs for 
community action. “Community involve¬ 
ment builds upon sustainable use of local 
resources and strengthens community seli- 
reliance. Community empowerment would 
enhance their level of involvement in the 
developmental process. It can liberate the 
energy of the community to work, innovate 
and diversify its livelihood base." [Bornni 
1991] 
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Public Investment in Agriculture 

The delerminaiUs of private inve.ktnient are fairly well identified in a 
hchaviourislic fruine in investment literature. The same cannot be said 
about public investment which has been usually treated as an 
exogenous vaiiabic in macro-modelling of the Indian economy. An 
exploration of a i'unctiunal relationship for public capital formation 
in Indian agriculture. 710 

Indian Nationalism: State of Debate 

Nationalist discourse in India has undergone a rapid transformation 
with the poliiieal changes that have steadily eroded the dominant place 
occupied by the Congress Parly. At the same lime, it has also been 
ul fcctcd by new currents in historical scholarship extending the span of 
enquiry to pre-colonial formations on the one hand and. on tlic oilier, 
by the emphasiK given to political communities shaped by specificities 
of region, locality, religion and culture. 715 

F'or all the talk of (he development of all countries under a system of 
tree markels. what we arc witnessing is a one-sided globalisation - the 
co-oplion ol a few compradors in the developing nations by the 
indu.strially dcvclo|x:d anil militarily powerful countries. At no time in 
fact was there greater need for the concept of the nation state and 
lor the bantling together of developing nations. 683 

Democrati.sing Education in South Africa 

Dcmocratisation of the education system finds cMilinuous reference in 
current policy debates in South Africa. However, many inconsistencies 
and problems arc embedded in the moves towards democratising 
educational governance which, as articulated in policy documents, do 
not necessarily effect a fundamental restructuring of education and 
ensure gentnne equity and redress in educational provisioning. 722 


Buying Off Kashmiris 

Instead ul addicssing the extreme 
alienation ol the people in the 
Kashnui v.illey due to the 
all-powcrliil pre.sencc of ilie 
security lurtes. the central 
government has announced a 
grandio.se economic 
package lor th e slate._ 688 

Religion and Communalism 

Religious tanaiiiism and 
communalism arc two diri'crcnl 
things. Everywhere ethnic and 
communal conihets have 
emerged invariably due to 
democratic com|)ciuion for 
controlling political 
and cconoihic [ H>wer. 7W 

Crumbs for Small Sector 

While the 19<J7-98 budget has 
olfered some concessions to the 
small sector, it is clear that the 
I IF govemmeni lacks a 
comprehensive perception of 
the role and relevance of this 
sector. 691 


Narmada and the Courts 

The recent intcnm order of the 
Supreme Court in the Narmada case 
signilics a ch:dlcngc to the luling 
political establishment's (icnc'hant for 
appro|)rialmg the country’s rc.sourccs 
for the u.sc ol a .sele ct lew. _ 693 

Workers and Elections 

While the eleventh Uik Sahha 
election should have hcen a crucial 
political buttle lor the working class 
against anti-workei policies, its actuni 
resfxinsc to the election was' 
something of a political pu7.7.lc. 695 

Politics of Wheels 

The BJP and the BSP in UP have 
demonstrated that the ancient Indian 
term rhakruttfini knmwna has an 
exclusively p olitical meaning. 687 

Kingdom Come 

The Nawa7 Sharif govemineni’s mini- 
budget and economic reform package 
herald the rise of the middle classes to 
piditical power in Pakistan. They nsfhxt 
also these classes' naivete. 699 











LETTERS TO EDITOR 


Employment in Tertiary 
Sector 

B B BHATrACHARYA AND ARUP 
Mrnt A (EFW, March 15) provide new insights 
into the changingcoinposiiionoreinployinont 
in the tertiary sector. It is interesting to note 
that the percentage share of the tertiary scctoi 
in total labour force lends to stabilise at higher 
stages of development. On the other hand, the 
impact of globaiisalion (TRD, measured by 
the ratio of the sum of exports and imports 
loGNP) on employment in the tertiary .sector 
is not significant. 

A look to the list of 4K counliies included 
in the analysis reveals that countries arc much 
differentiated on trade openness. One can 
suggest lluii to analyse the nature ol 
tran.sformalion ofeiuploymen! in iheteiiiaiy 
scclorin relation particularly lolradcopenness, 
rcgiouping the countries according to the 
degiee of openness without creating any 
slaiistical noise may yield different findings. 
Conventional wisdom suggests that trade 
lihciulisation may play some role in moving 
the economy towards iiK»rescrviccoricnlation. 

Mauritius is a small open economy and has 
continued to increase its openness. Tiade 
openness, was atound K.S per cent in the mid- 
1980s and increased to 88 per cent in the mid- 
1990$. It is astriking finding that in Mauritius, 
employment (by economic activity) increased 
Irom 189..tihou.sand III March l98.1lo2‘)l 7 
thousand in March 1492. Kniployment cainc 
down to around 290 I thousand in March 1991 
and increased to 292.4 thou.sand in Match 
1994. Ilowevcr.sinccihencinployiiieni siaiicd 
gradually falling and was aioiind 2K7 thou.sand 
in March 1996. Mauritius adopted ane.xpori- 
oriented growth strategy in the caily I97()s 


and made it more pronounced in the early 
l9K0s. Financial reforms started in the early 
1990s. 

The tertiary sector covering trade .transport, 
communications and non-public other ser¬ 
vices in Mauritius had employment of 
around 36 thousand (19 per cent of total 
employment) in March 1983 and around 55 
thousand (19 per cent of total employment) 
in March 1996. employment in the tertiary 
sector maintained its growth momentum and 
retained its share in total employment over 
the pciiod 

A look to the composition ofctiiploymeiu 
111 the lertiary .sector in Mauritius highlights 
the significant growth in tiade and hotels 
followed by transport and comiminications 
during the period The llnancial set vice sector 
experienced lesser growth nioiiieiituni in 
ciuployment generation in spite ol sigiiificaiil 
growth of economic aclivitic.s. 

T K t'll-VKRAISARI Y 

Mauritius 

Sathins’ Struggle 

THli Women’s Development Piogi.unmc o( 
K.ij.i.stlianluisconipleledadc( .ide.Tlic sathins 
have been the backbone ol the programme 
atid now undertiikc as many as 64 dillcrctil 
tasks in many districts. For all thi - they continue 
to receive a wage below the iircsciibed 
minimum In 1993, the sailuiis (>igani.scd 
themselves iutoatradcunionandihcycomiiuic 
to stiuggic foi their basic rights as smiiiicii 
woikcis under the banner ol the .S.iilun 
Karniach,iiiSangh..Souicol thcinajm issues 
they have raised arc 'fhe denial o( minimum 
wages on the pictext they aic hoiioiaries or 
volun'cers and no rules or procedu^e^ have 


been framed togovern thcirscrvices although 
the Rajasthan High Court has instructed the 
government to do so. The numbers of sathins 
is being curtailed, although the programme is 
beingexpanded. Accordingtoofficialreaird ^ 
in 1995, 2,(X)0 posts were .sanctioned in 14 
districts but over 600 posts remain vacant 
becau.se no new recruitment goes on although 
sathins arc being rettenched indi vidual ly. AUcr 
1992, ‘mahilasamoohs’ have been promoted 
as a collective model opposed to the indi¬ 
vidual centred sathin model, 'fliis is a mi.s- 
representation as in effect both arc col¬ 
lective models. Moreover, in many districts 
women mcmliers of nuihila .samoohs receive 
no pay mcnis, leading to a I iirtlierdevaluafion 
ofwomen's work. While the work load of the 
sathins has been incrc.ised enormously, no 
ipialitaliveindicaiorsofcvalualionhavebeeii 
developed. Ihe knowledge base and the .skills 
ol the sathins arc not iccogniscd and they 
continue to be termed ‘unskilled’ and 
■uneducated'. The fact that the woik they do 
exposes them to the wiath of some sections • • 
ol society is not recognised. The case of 
Khanwari illusirates this. 

('ll veil this, we are led to ask: II the women’s 
develo(iinenl programme hashes’llsuccesslul. 
why IS the post of sathin, the backbone o' 
Ihe piogramiiie being abolished’.' Docs 
enipowernieiit mean Itibour without wages'' 
Does empowerment mean working without 
job security and sale working conditions'.’ Is 
women’s cmpowermcnl aci.eptablc only as 
long .isilishniiledtoiaising issues wiihin the 
eomiiuiniiyoi lighting |ieiiyi oriiipiion''Doe.s 
empowell!lent mean victimisation I'oi lorming 
tiade iiiiions’.' 

AiMiat Kcsakhai 

Maliila Vikas Ahhikaran ' 

.S.iihin Kai'iiiachaii .Sangh 

Call for Doctors 

SHAHID Ho.spital (run by the Chhailisgarh 
.MazdotirMuktiSangliaiaiialCMM.S), located 
InDalh-Kajhara. needs quail lied doctors. The 
hospital has 75 beds with a well equipped 
operation theatre, labour room, and an X-ray 
and pathological labor atory. It serves largely 
tribal and working class people in the 
Chhattisgarh region of Madhya Pradesh. 
Frcsli/cxpericnced MBB.S doctors as well 
as specialists are nceilerl. .Salary and other 
details may be decided through discussion. 

II you aic mteiestcd, please write to the 
uiidci signed. 

Rajiv Lociian Siiarma 


Sub.scriplion Kates 
liilaiKl 

(iiu.luding No|mI and Itliiilun) 

(1(1 l/l/lCO) 



Six nionlhs 

One year 

Tsvo years 

Ilircc yci 

ln.sUUiUons 

- 

(it) 

Ills 

KiSi) 

Individuals 

Caiicc.ssiuiiul Katv.s 

ISO 

■ns 

87.S 

l.’7S 

Teachcis/Rcsc.iichcrs 


S3 


'X») 

.Students 

- 

23 

- 



Concessional rules are available only in India To avail of concessional rales, cciiilic.itc lioni 
relevant insUUilion is cs.senlial. 

Rciniltnncc by money ordei/bank drall/posl.il oidi'r icqucslcd ’’lease add Ks 14 to onlsi.ition 
cheques towards hank colleclion cliaigcs. 

I‘'<ireign ('•'>’ Si 

_Aujihul__ .Snriiice Mail _ 

insiinittons Imltsidiials Insiiitilions liidividii.ils 
Paki.slan, Bangladesh and .So Lanka SI) .‘ill 6S V) 

U.SA. Canada I IK. Iinrn|ie. Japan. 

New Zealand. Aiisirnlia and Russia IS) ini <X) 65 

AH other countries III) Tt) '7U .S) 

All remittances to Kcnnniiiie and 1‘olilical Weekly 


.Shahid Ho.spital Dalli-Rajhura, 
Disi Durg, Madhya Pradesh. 
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A New Class War 


T HK upper classes were in I'aci all along in lull control 
ol the official apparat even in the iinmciliaie posi- 
inclepenclencc dccatics when socialism was supposed to be 
functioning in the country. Even the buigeoning public sectoi 
did the biilding of elite forums; the rcgulatoiy instiumcnts 
wielded by the state mostly served their basic interests. A 
ccitain fuilivencss nonetheless marked the perambulations 
of the rich at least till the Ih80s. the pooi had tobo appioaclieil 
CVC 17 now and then to exeicise the siiflragc in lavoiir of the 
aiflliicnt set; the jargon ol socialism had accoiilingly a maikct 
'ileinaiul. In that aiebience, the comfortably placed neccssai ily 
felt apologetic about then state ol being. Nor were they m 
a posdioii 10 make a sustained tiisplay of their wealth through 
a spluige ii! luxti'v (■onsiim()tion; impoit controls were a big 
nuisance 

1991-92 and its at lemt.ilh have changed all that 'I'lic I'onsii 
lution is yet to be icwritten, but the socialist shibboleths 
arc out. The ‘rclbims' have ushered in the kingdom of the 
up- market crowd who think and dream 111 a global framework 
They do not have to be bashful any more about either their 
class cieilenlials or tl.eii class aspirations. They want the 
coianry to be fully inlegiated with the rest ol the world as 
per the agenda laid down by the World Trade Org'aiiisation 
■ind the I’mied .Suites Tiade Representative; the polity and 
the economy ol' India, they aic confident, would thereby be 
rendered sale loi ever for tlieii class. 

^ riic con.sri|uence ol all this is the emergence of the 'le- 
foims’ as .1 class issue. An irnpiessively soliil phalanx ol 
politicians, senioi civil servants, mercantile and indusliial 
executives and compradors-by-conviciion are prepared to go 
to any length to .ser' c the cause. A .species of aggressiveness 
has also begun to dominate the proceedings; whoevci docs 
not believe in the 'relonns’ deserves to be cast out. ridiculed, 
denied space in the media. 

Such /.ealotry has far-ieaching implications. No manoeuvres 
are considered expendable if the objective at hand is 10 
establish the credibility ol the ■leforms'. II .some corncis 
aic ncciled to be cut to strcrgllicn the point that the ‘reforms' 
aie on the right course, so be it. Consider, for instance, the 
shoddy episode involving the manipulation of data on the 
incidence of poverty. The Planning Commission was 
instructed to play up estimates developed on the basis of 
one paiticular methodology and blatantly suppress another 
.set which had a moie authentic scicntirie pedigree; the 
numtiers game has become an equipage of political wailaic. 
, iJid the upward revision ol the estimates of national income 
^ur the yeai just ended have a similar political inspiration? 
Although a shift of guaid hits taken place along the corridors 


ol power in New Delhi, the new arrivals aic desperately keen 
to prove themselves to be even greater zealots than Ihc earlier 
lot They have gone to town with the gala news of how. with 
economic ‘reforms’, national income growth has really taken 
oil. having already reacheil 7 pei cent per annum and 
thieatcning to scale 9 or 10 pei cent soon National income 
data in l.he ciiciimstanecs .ire lianslormod into exliemely 
sensitive piopeity There is little .scope, it can still be .irgued, 
loi tam|X'nng with national income data. The estimation of 
these data takes place by c.iiecr statisticians located in the 
Central .Statistical Organisation. A distinguished group of 
non-official economists ami statisticians, piesided over by 
an academic person ofimpeccable reputation, provides advice 
and direction to the ollicial statisticians on the methodology 
ol national income computation, the estimates theicforc 
hare the s.ime credentials as Caqsar’s wife. Hiii no more 
perhaps, lor, the cardinal principle that policy-framers should 
slay away from the estimation of data on which the policies 
liamed have a bearing has lately been given the go by 

Arc there, tlicn, some oppoitnmtics lot hanky-panky with 
even national income estimates? One can straightaway suggest 
two or ihicc such areas where light is inicichangeable with 
sluidc and vice versa, such as in the procedures loi computing 
income liom iimcgistcrcd maniifactuimg. construction, 
tiansport and Hade, hotels and leslaiiianls. ical e.state and 
ownership of dwellings ami business scivn.es, and from 
several categories ol peisonal scivices. In each of these 
aicas. the esiinialion of iiicnn.c contuiiics to be dc|)ciulcnt 
upon a wide an.iy ol assumpiioiis and hypotheses. A large 
chunk ol the cslinial''.s ol income in these segments of 
economic iictivity, cover mg conceivably !is much as a quarter 
ol total domestic pioduct, leans on subiectivc judgments and 
the basic data c:iii be inllueiiLCd through some siibtcrluge 
or other. An addition 01 suhtiaction ol K.^ KJ.OIK) crore to 
'he e.slimatcs can in fiicl bo ihild's play. Tins amounts to 
adding to or suhlracting Irom Ihc oveiall estimates the 
equivalent of loiighly I pei cent of total domestic product. 
Should the aildition ni siibli.ic'i’in involve a magnitude of 
the order ol Rs 20.(1(10 eroic. the consequential increase 
or diminution iti the rate of domestic income growth would 
be clo.se to 2 pci cent. If magicians of appi opi iaic competence 
are pcrfomiiiig in the backgioumi, a 5 per cent rate of growth 
can Ihcicforc be jacked up to 7 per cent or a 7 per cent rate 
of giowtii pulled down to 5 pei cent without causing the least 
strain to eitlici one's moral fiaiuework 01 one's notion of 
data gathoimg. 

Consider also the prohlcms arising on account of the 
adoption of the so-called ‘income account’ approach for 
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estimating income originating in the services 
sector, including the Hnancial sector. Now that 
all regulatory measures are off, company 
directors and their senior executive offleers 
can grant themselves, overnight, incrca.scs in 
pay and perquisites to the extent of as much 
as 1,000 per cent or even beyond. Tliis is not 
an altogether absurd assertion; citses have 
happened of bright young technology or 
management graduatescatapulting, in the first 
wave of 'reforms’, from enjoyment ol an 
annual level of remuneration of around Rs 
50,000 to one of Rs 5,00,000 or thereabouts. 
No shift takes place in the real level of acti vity 
in the economy, the nation’s ma.s.ses have 
absolutely no part ol the benefits accruing 
because of such hefty increases in earnings 
the rich bestow upon the rich. National income 
estimates nonethcles.s march forward, enabling 
the liberalisation-wallahs to priKlaim to the 
world what miracles the. ‘rclorms’ have dune 
to the rate of national income growth. And 
parenthetically, to what extent are national 
income statisticians cognisant of the 
implications of service income drifting out of 
the country as remittances in some form or 
other'/ In case the gains from inward and 
losses from outward remittances do not even 
out, the rate of growth in domestic product 
is unlikely to get rellectcd in the rate of growth 
in national income. .Some old-timers will 
describe this phenomenon as an asjicct of 
increasing extraction by outsiders of surplus 
value from the system. The cheerleaders for 
liberalisation will havea milder, more endear¬ 
ing nomenclature for the ongoing drama; the 
blissful integration ut the national economy 
with the global economic system. 

Rumblings of disquiet arc- also being 
increasingly hcaid i n regard i o i he esi i mat ion 
of the rate of growlh of industrial output. 
These estimates have been continuously 
■upd.atccl’-in nxire recent monthstostrengt hen 
the official version of the industrial recession 
being an illusion. Therateofindu.sirial giowth 
averaged out to only 4.*-; per cent for the 10 
months April 1996 to January 1997. Jugglers 
arc now said to be at work to ensure that the 
overall ri.se in the index for the 12 nMinths April 
1996 to March 1997 nonetheless reaches up 
to a level comfortably close to 10 per cent. 

Stung by such remarks, theglobali.scis will 
counter-attack. Tlie present index of industrial 
production, they will maintain, is seriously 
deficient. The weights u.scd are Irom I9S()- 
81; value added by, for instance, such fust 
growing sub-sectors as automobile 
manufacture is as a result grossly 
underestinatted. A philo.sophical issue such us 
whether, to a famished Indian, a loal of bread 
ought not to pack agrealer weight in his value 
system th.ni a motor car will ol course be 
regarded by the the current ciop of iwo-in- 
onepolicy-framers-cum-incomc-estimatoi-sus 
frivolity unbounded 


’The recent deregulation of small-scale 
industries may in fact lead to large-scale lay¬ 
off of workers and artisans. It is however 
altogether possible that the rate of growth in 
income in the unregistered manufacturing 
sector will be cstunated to continue to soar. 
This will be so bccau.se e.stimation ol growth 
of income, or value added, in this sector has 
nothing to do with the actual volume ol 
employment. Value added per worker derived 
from the surveys of such establishments and 
enterprises is multiplied by c.sliniuies of the 
workforce based on the population census 
to arrive at the overall value added in the 
sector. Thanks to deregulation, employment 
may shri nk, earnings may di.suppcai, so what / 
Population will have grown meanwhile, and 
value will continue to get added in the 
unorganised sector: wlietherunits in the unreg¬ 
istered small-scale and tiny sectors arc 
functioning or nut is an issue that will be 
brushed aside. Scruples and class i ntcresis do 
nut go together. 

Estimation, including estimation ol national 
incume,cannot, it follows, bypass any lunger 
moral codes and values. Dilicrent income 
cln.sscs have different, and otten conllicting, 
systems of morality and, thcrelore, opt for 
dillereni methodologies to eslimaie income 
and earnings. National income c.stnnationt(.M), 
in other words, has emerged as an aspect of 
class war. 

.STATE FINANCES 

Wages of ‘Reform’ 

ONE ol the must intractable hurdles in the 
way of the country’s socio-economic 
development in recent years has been the 
failure to institute a cohereni and dynamic 
fiscal policy. 1’hrce laclors bioarlly have 
combined to pul the fiscal situation out ofgcar; 
a bloated bureaucracy absorbing a growing 
proporiionofpublic revenues, special intcre.si 
groups opposing recovery of the costs of 
public services and, abt) ve all. the ideology of 
structural adjustment which is hindering the 
use of public finance as a tool ol socio¬ 
economic development. The siructnral 
adjustment programme has confused 
symptc'ins with deeper maladies and made out 
that dealing with symptoms such as the fiscal 
deficit will lake care of everything cLsc. It is 
well known that fiscal compression is always 
aitliccostr 'capitalexpcndituieund spending 
on development programmes, even as non- 
development expenditure escapcsun.scalhcd. 
A major component of non-development 
expenditure, namely, thciniercst outgo, ri.ses 
rapidly becau.se ol the insistence on market- 
rcliitcd rates of interest on government debt. 
T he fiscal deficit and public debt arc |iercci verl 
ascrowiling-out private investment, ignoring 
the enormous scope at this stage of the 


country’s dcvdopmeni for stepping updcvelop- 
ment expenditure arid investment in physical 
and social infrastructure which crowd-in rather 
than crowd-out pri vatc investment. The high 
social and economic returns from spending 
on education, health nnd»thcr social 
infra.struclure as also on anti-poverty anid 
special employment pnrgrammcs and from 
public investment in power, large irrigation, 
railways, roads, ports and telephones are well 
established. 

Within this broad policy framework, it is 
imperative that public cxirenditure as a 
proportion of GDP should i ncrease, financed 
partly by raising the lax loGOPralioand partly 
by additional net borrowing. The evolving 
structure of the stale governments' finances, 
regulai ly surveyed in the annual studies ofthe 
Reserve Bank of India, has to be viewed 
agaiirsl this backdrop. Tlic latest study covering 
the slates’ 1996-97 budget estimates has been 
just rclea.sed in the RBI’s Bulletin of Febru¬ 
ary. The ccnlr,il government’s gross tax to 
GDP ratio has declined from 11.2 per cent 
m the second half ofthe 1980s to 10.2 
centinthelirstfivcycarsofthcrcforms. Whill^^ 
sonwimprovementiscx|)cctafin I996-97(RE) 
and 1997-9K( BE), the final outcome may turn 
out to bedilfcrent. The cenlie's fiscal deficit 
has been brought down from 8..5 per cent of 
GDPin 1990-91 toSpcrcentin 1996-97and 
is pioposcd to be reduced further to 4.5 per 
cent in 1997-98. As a result, the total ex¬ 
penditure ol the centre and the states together 
has been reduced Irom .50.6 pel cent of GDP 
in 1990-91 to 26.8 per cent in 1996-97, of 
which a reduction of 3 percentage points has 
occurred at the centre and of I pcicenlagc 
point in the stales. The fall in the .slates' 
expenditure to GDP ratio has occunvd because 
of a decline in net transfers fiom the centre 
from 5.9 per cent of GDP to 5.2 per cenij 
The stales’ lax effort may have shown nif 
particular buoyancy as the RBI study points 
out, bill ut least it has not .slackened as has 
happened in tne case of the centre. Their lax 
to GDP ratio has remained slahle.at around 
5.7 to 5.8 per cent over the past decade. The 
slates’ gross fiscal deficit has been brought 
down only fractionally from 3.5 per cent of 
GDP III 1990-91 to 2.9 |icr cent in 1996-97 
(BE), essentially :us a result of-a reduction in 
loans from the centre and in the allotment of 
net market loans to them, which together 
have come down from 2.3 per cent of GDP 
to 1.8 per cent. For the stiine reason, the 
states’ outstanding liabilities have dropped 
only fractionally from 20.6 percent of GDP 
to 19.5 per cent. The centre’s liabilities, on 
the other hand, have been reduced by about 
5 percentage points from 58.8 per cent of 
GDP to 53.8 per cent. It is arguable that the 
centre can su.stai n a debt loGDP ratio of about 
60 per cent provided the interest cost ofthe , 
debt is kept at arcatislic level. Many developing 
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and developed countries have found public 
debt to GDP ratios of 80 to 100 per cent 
sustainidbie. 

The reduction inborrowingand tax toGDP 
ratios have adversely alTectcd the growth of 

t e centre’s development expenditure, while 
.non-development expenditure has continued 
to rise at a rapid pace. 'The state governments' 
nun-development expenditure too has ri,sen 
rapidly, but the growth of their development 
expenditure has been fa.stcr than that of the 
centre. Thcaverage compound rateof growth 
ol the centre's development expenditure 
dropped to 8.0 per cent per annum during 
1990-91 to 1996 97 from an average ol 12.2 
per cent per annum in the quinquennium 
1985-86to l‘)90-9l .Forlhc.stategovcniments 
as a group the rate has been maintained at 
13.5 percent per annum in the 1990s which 
is close to the 14.8 per cent achieved in the 
second half of the 1980s. 

This is not to suggc.st that all is well with 
state ftnances. The growth of the states’ non- 
dcvclopmental expenditureha.s remained high 
118.5 per cent per annum during the 1990s. 
broadly the same as in the 1980s (18.1 per 
cent), mainly due to administrative .services 
and pensions and interest paynicnls. Interest 
payment by the states to the centre has 
jumped by 153 percent between 1990-91 and 
1996-97(BE), whereas their outstanding of 
borrowing from ihcccnire has gone up by 103 
per cent. As the RBI study brings out. the 
average interest rale charged by the centre on 
on-lent funds was 5.5 per cent in 1980-81. 
8.86 per cent in 1991-92. 11.39 pei cent in 
1995-96 and 11.74 percent in 1996-97. Ltians 
for the stales’ plan .schemes, which arc the 
largest component of central loans to stales, 
arc now charged 13.5 per cent Irtim June I. 
1995, compared to 10.25 per cent till the end 
I May 1991. Loans to state govcrnmenls 
from smal I .savi ng col lections arc charged 14.5 
[ler cent against I2perccnitill May 1989 and 
13 percent till May 1991. As a result, interest 
payment as a proportion of the states’ revenue 
expenditure would increase from 12.7 per 
cent in 1991 -92 to 16.2 per cent in 1996-97 
(BE) and as a proportion of their tax receipts 
from 30.6 per cent to 36.3 per cent. The 
generation of large rentier incomes in society 
ns a result of the new llnancial sector policies 
is also evident from the fact that interest 
payments now eat up about 45 per cent of 
the centre’s revenue receipts. 

Growth of administrative expenditure has 
been another source of strain on the state 
budgets. Almost all the state governments 
have followed the pattern of wage increases 
forcentral government employees, as a result 
of which their administrative expenditure, 
which had risen by 6.4 per cent per annum 
^ in the second half of 1980s, went up by 16.3 
per cent in 1995-96 and is budgeted to rise 
further by 24.6 percent in 1996-97. With the 


increatiing number of retired government 
employees every year and growing pension 
payments, as also the exaggerated expecta¬ 
tions raised by the fifth Pay Commission for 
central government employees, it is doubtful 
if there can be any significant .saving in 
administrative .expenditures in the years to 
come. 

The RBI .study also draws attcnlion to the 
imbalance between the states’ revenue and 
capital expenditure. I lowcver, given the size 
of available resources, theirgrowing absorption 
under revenue heads and hence higlicr revenue 
deficits arc an inevitable outcome in the present 
cirourastanees. Expendiiurcon.s(K'iai services, 
the RBI study points out. has a large current 
outlay component. As much as 91.1 per cent 
of the total outlay on social services is now 
spent on maintenance and compensation to 
employees, leaving only a very small part for 
augmenting social infrastruciureorextcnsion 
of services to new areas. 

Against this background, the RBI study’s 
description of stale finances as showing “an 
accentuation offiscal imbalances as reflected 
in a growing deficit in the revenue account, 
increasing indebtedness, a rising interest 
burden, a sharp ri.se i;i expenditure on non- 
developmcnlal sectors, a stagnant tax-GDP 
ratio and decliniiignun-i.ix revenues’’ is rather 
conventional and not particularly illuminating. 
What oflicial agencies such as the RBI do 
not want to admit is that many of these 
distortions have assumed such extreme 
proportions precisely bccau.se of the policy 
environment created by structural adjustment 
find the economic reforms. According to the 
RBI study, the only iirea where there is any 
worth whi le.sco[)e lor i nipt ovement is expansion 
of non-tax revenues through better cost 
recovery from .social and economic .services 
and arresting the poor liiiancial performance 
of state public .sector enterprises and 
departmental undertakings. Now, ifthe effort 
that has gone into pushing through convention¬ 
al adjustment programmes had been made in 
these directions, the state governments’ 
finances, together with the economics of the 
states, wou Id indeed have bc*cn in much better 
shape. 

POLICE 

Brutal Short-Cuts 

‘ENCOUNTER DEAITIS’ - the unique 
device invented by the Indian state to get rid 
ol political dissidents, as well as recalcitrant 
criminals - were hitherto confined to the far- 
olT vi I lages of Andhra Pr,idesh or the terrorist- 
infested areas of Kashmir and Punjab or the 
ravines of UP and MP. Now the murderous 
device has landed on the doorsteps of the 
rich business classes in the heart of the I ndian 
capital itself. 


Thekillingof twoinnocent bu.sinessmen by 
the police in Connaught Circus in New Delhi 
in broad daylight some days ago was dismissed 
by the city’s police commissioner as a case 
of “mistaken identity’’ - one of the victims 
being taken for a notorious gangster of Uttar 
Pradesh. The hue and cry raised by the media 
and pruminent cilizensoverihe muider(which 
in other circumstances would have been 
palmed off as yet another success of the Delhi 
police in controlling crime) led to the transfer 
of the police coiTimtssioncr, who had bragged 
immediately after the incident that there was 
no need for him to apologise. 

The Delhi incident has thrown a murky light 
on the behind-the-scenes hap|)cnings in the 
police force. The spurt in ‘encounter deaths’ 
in different parts of the country cannot be 
allribulcd solely to the brutal isation of a irigger- 
happy police. There is more to it. It has been 
di.sclo.sed now that the lure of out-uf-tum 
promotions has becomca major moli vation for 
many among the police force - including 
scniorolllcials-forkilling notorious criminals 
in some stage-managed ‘encounter’ (instead 
ufarreslinglhem)to win publicity and climb 
up the ladder in the profession. In fact the 
assistant commissioner of police who led 
the team that pumped bullets into the bodies 
of the two businessmen in Delhi hud risen 
from the position^tf a sub-in.spector through 
a number of out-uf-tum promotions, which he 
won by bumping oil a number of gangsters 
in ‘encounters’, some of which had been 
suspected to be fake. The possibility of 
policemen in other places too, like Punjab or 
Ka.shmir,resortingto similar deadly short-aits 
to supersede colleagues and get promoted 
cannot be rulcd4|)t. 

Meanwhile, the government in Delhi, under 
public pre.ssure.has suspended 15 policemen, 
including the ACP. The cops have assumed 
a posture of injured innocence, complaining 
that such actions would demoralise them and 
hamper their steps to control crime. TTic 
repeated St ress on I he need I o keep the morale 
of the lorce intact - made by a number of 
.senior police utTicials in the wake of the Delhi 
killings - may be a veiled threat to the 
admi nisi ration to al lo w policemen a fro? hand 
or else they would fold their arms and be a 
silent spectator to crimes. Similar senti¬ 
ments have been voiced by police service 
associations in Wc.st Bengal soon after the 
killing of a policeman by armed miscreants 
in a vilk-ige m that state. In a memorandum 
submitted to the state’s police minister, lltey 
ha ve pointed out that ju nior officers and police 
[lensonncl fear that when handling criminals, 
they may be hauled up for violating human 
rights or may become embroiled in criminal 
cases resulting in suspensions or even jail 
.sentences. 

It isnot ucoincidcnccthat suchcompiaints 
are being made by policemen fast on the heels 
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of a letter seat to all state governments by 
the National Human Rights Commission 
(NHRC) directing all state governments to 
immediately institute inquiries by an inde¬ 
pendent agency like the CID of all police 
encounters leading to deaths. Expressing 
concern over reports of increasing ‘false 
encounters’ in different parts ol'thc country, 
the NHRC chairman has strcs.sed that if the 
probe led to the prosecution of police ol licers, 
the government should considcrihec|iiesii<in 
of granting compensation li> the dependents 
of the victims. Although fall i iig much shot t of 
what is required to rein in the totally ill- 
disciplined police force, even these steps 
suggested by the NHRC are being oppo.sed 
by poliee personnel. 

Extraordinary laws like the TAD A and the 
Armed Forces (Special I’owei s) Act empowei 
police and seciiiity forces to shoot to kill 
withoutanyaccoiiniabilily whatsoever, under 
the Code of Criminal F’roceduic, policemen 
arc indeed authori.sed to u.se force to .irrest 
per.sons if the latter resist, but the law 
.speciUcally denies them the right to "cause 
the death of a person who is not accused of 
an offence punishable with death or with 
imprisonment for lile” (Section 46 ol the 
CrPC). Only an independent probe, as 
.suggested by the NHRC', can bring to light 
how many 'encounter' deaths have taken 
place in violation of the law. 

Poltcc officers may have a point when they 
complain that hardened criminals who have 
political clout and can altord to engage 
expensive lawyers always manage to escape 
conviction even when arrested and coniinue 
to commit heinous crimes. They argue that 
given the leniency of the courts, particularly 
at die subordinate level, theoiily way to punish 
these criminals and get rid of them is to lesort 
locxtra-jtidicial killings. Mcmlici>,ofthc public, 
harassed by mat'ia dons and ciiminal gangs 
and impatient withtheslowpaccotthejudicial 
system, often tend to agree with this ai gtiiiient 
and lend .sanction to ‘eiicountci deaths’, lint, 
such public sanction, besides steadily 
undermining the legal system, also eiicour.igcs 
tyrannical arbitrariness among membersofan 
already brutalised police torcc. 

The demand - made in a roundabout way 
by the police top bru.ss - for the continuatiun 
oftheirrighttoiicipetratc‘encounter killings' 
on the picaufcurhingcrinie. could be an alibi 
forthe shoddy manner in which polii colTicers 
often invc.stigatc and prepare ca.se files on 
notorious criminals, which allows them to 
obtain bail or even escaiie prosecution. The 
courts, on many occasions in the recent pa.st 
have hauled up the police for such inept 
handling of criminal cases, Ifthelndinn police 
is to redeem itself, instead ofcncoumging their 
subordinates to short-circuit the legal priKress 
hy luring them with prospects of oul-ol-turn 
promotions, the police authorities wi II have to 


Start the lung overdue process of cleansing 
their departments of the musclemen who had 
been rccru ited over all these years and i epl ace 
them with personnd who luc intelligent enough 
to understand and work according toihc laws 
of the land. 

PAKISTAN 

All for the Best 

LAST week Pakistan's two houses of 
parliament passed unanimously the 13th 
Constitutional Amendment Bill whichincffcct 
annuls a major section of the much feared 
Eighth Amendment introduced by general 
Zia III lluq in 1985. Section 58{2)(b) of the 
Eighth Amendment, u may be lecallcd, gave 
uxtraoidinary powers to the president and 
has been used to dismiss three elected govern¬ 
ments. But while political parlies have all 
wanted the prc.sidciUialpowerstohe Liiiiailed, 
fora combination of reasons l hey have never 
attempted to do so when in power. 

When Nawaz. Sharif’s Pakistan Mu.slim 
league (PML) and its allies won a two-thirds 
majority in parliament in the general elections 
two months ago, much was expected of it. 
Sharif had after all ‘promised’ duiiiig his 
election campaign to annul the Eighth 
AmciulmcnI. And certainly, this parli.inieiil 
h.is probably done more work -- it has pas.scd 
several hills- than any in a compar.iblc pci lod 
in the past However, the tensi-.ms between 
the prc.sideni and the prime niinisicr and his 
party conlimied to build up. The pi c.sidcni was 
able to forcethc prime minisierioappoiiii two 
of his nominees as provincial governors of 
Sind and Punjab. He ul.so .stalled cciiain 
policy inca.suics that the Shai if government 
wauled to lake to levivc the eeonomy Most 
impoii,Hilly, there was clearly coTisiilei.ible 
tensioii over the constilulioii:il amcndiiicni. 
It was exjiccied that with his luo-thirds 
majorilySharil wouldlakcupihccon.stiiulional 
ameiidiiicni immediately on convening the 
new hoii.se. When this did not happen there 
was considerable speculation aboiii the tradc- 
ol fs that were being di.scusscd. For example. 
It wasllioiight that the president would accede 
to the curtailing ol his powers provided the 
National ScsurityCouncil.w'hicli foi ihclir.st 
lime gave the army a direct role in the political 
process, was not disbanded. 

The new aniendmeiil takes away ihc 
presiden('s|xivvcrtodismi.ssthoprimeiiiiiiistei. 
Inaddilioii.parliamentmaybcdi.s.soivcdonly 
on Ihc advice of the prime minister. In the 
provinces too, ihcgovcrnoi s may not dissolve 
a duly elected hou.se except on the adsice ol 
ihcchiefministers. The ainciidmcm alsogives 
the pri me miiii.sicr, forthe first time, some say 
intheappoiiilmciil ofihearmed forceschiels. 
With this, Ihc prime minister can also liojic 
to exercise some authority in the Security 


V 

Council. That noolTicial statement about the 
Council has yet been made could well mean 
that it will be retained forthelinic being. Thi.s 
need not necessarily be interpreted to mean 
that the president has been 'able to force a 
reluctant prime ministerto retain the Council. 
For the Council can prove useful to Nawattr 
Sharif as a means of getting unpopular 
measutes inipicnientai. And in any case, no 
matter what Ihc ch.inges in relations with 
India, Ihc army in Paki.siaii will continue to 
play a role in politics, directly and indirectly. 
It is significant that tlnaiice minister Sana/ 
Aziz, unveiling Ihc iiew' economic package 
in parliament, also categorically denied any 
move to cut the defence budget. The same 
day, the chief oi army stuff. General Jchaiigir 
Karamat, had soughi to link Ihc size of the 
defence budget with tlic perceived security 
threat even us he demanded that the Kashmir 
issue be brought into the negotiations bet ween 
liuli.i and Pakistan. In other words, whatever 
llie outcome of the liido-PiiK talks. Sharif 
was not to be allowed to touch the military 
budget. 

Shaiifs packagcol reforms contains somel 
radical measures to generate funds for Ihc 
govcmmeiii and aic said to be on Ihc lines 
ofihe recomiiiendaiioiisoflhccoiiiniittccs he 
had .SCI up soon alter his election. l'hc.se 
include a reduction in the maximum Liistoni.' 
tariffs, low'criiigofpcrsonal income lax rates, 
introduction ol an agricultural income tax, 
teduciiig Ihc iiunihcr ol public sector 
undcitakings anil lowcriIigol 1 hegcnci .'ll sales 
tax.indoxtciulmgiltotherciaillcvel.Allthe.se 
measures will find ready uppioval from the 
IMF which has been seeking sonic of them 
liom pievious governments. 

Thi.s also nictini that president Lcgh.iii’s 
.itixiclies about whcthcrthcSIuiril guvcrnmeni 
would accoixl tmportaiicc toihc IMF-piumpted 
policy nicasiires adopted hy the caiclakci ' 
govcriiincnl were set at test, m.ikiiig it more 
dilliciill lorliim lodemut about signing the 
Coii.siiiulion Aniciidmenl Bill. Whalcverlhe 
circumstances which have made the 
amendment pos.sibic, it is no doubt a very 
sigiiificanl development. With the balance of 
power shifting back to the elected house of 
represcnlalives. Pakistan's dcmoiratic 
institutions have been slrcngllicned.Tlii.si.s not 
a more gesture on the part of the PML either. 
Pakistan for some lime had been a country 
rilled by ordinances, whereas this National 
Assembly has already galhercd legislative 
momentum. There are still cari^overs of the 
past such us the draconian press and publica¬ 
tions ordinance on which action needs to be 
taken. While the PML is not a party overly 
concerned about democratic proce.sscs, on 
balance the political and economic measures 
taken by the Nawaz Sharifgovernineni rellect 
Ihc aspirations of the clii.s.scs tind groups 
wliose support has brought it to power. 
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CURRENT STATISTICS 


EPW Research Foundation 


The tleceiemtion in tlx; growth of home tategcxics of iiitUiSirifs during Apnl-lXH'eml)cr 19% has turmrd out In be dramniic capital goods to 11 K |)er ceni agaiiisi 17 9 
per cent in the conipanible period of 1995-96 and coaMJiiicr dutabies to 6 5 iwi icnt (roni .13 K per cent. Mining and eleciricity «iUu continue lo exhibit drastic decline 
in growth. It is increasingly evident that the working of the nniincioi sysiein. in lerniN of poor supply of credit and high interest rates, has conirilMied a great deal ttt 
the current itnpa.<se in industnal activity; us other repcrcussKtns. though invisible as >ei, should be equally damaging For scheduled comineriial banks, an increnicnial 
ciedil'deposit ratio of less than .^0 per cent is unprecedented for this part of the yeat 


Macroeconomic Indicators 


Index Number!, of Wholesale 
Prices (1981-82= UK)) 


All Coiiiinoditics 
Primary Articles 
Food Articles 
Non-Foixl Articles 
Fuel, Power, L.ight ami l.uhricanis 
Manufactured I’ruducis 
Food Products 
Food Index (computed) 

Ail Coininnditics (Average Ba.sis) 
(April ft-March l.S, 1997) 


('osl Ilf Living Indices 
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Latest__ Variation (Pcrrcnl). Poiiil-to-Point __ 

Month Over Ovei 12 Months Fiscal Year .So Par 1995-96 1994-9.5 1993-94 1992-9.t 
Month Latest Previous 1996-97 1995-96 
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Money and Banking (Rs crore)_ 

(Ba.sed on March 31. after Mar 14. 

closnic of guvcrnmcnl accoiiiil.s) 1997 Over Month 


Money Supply (M,) 68.3024 7991(1.2) 

Currency willi Public 134991 1331(1.0) 

Deposits will) Banks 544762 6889( I 3) 

Net Bank Credit lo Govl 289166 451 (0.2) 

Bank Credil 10 (.'oinml Sector 363819 2657(0.7) 

Net Foreign Exchange Assets 91531 4316(4.9) 

Reserve Money (Mar 21) 194880 4416(2.3) 

Net RBI Credit lo Centre (Mai 21) 122850 -l()1.5(-0.8) 

Ad hoc Treasury Bilks (Mar 21) 3.3410 2.395 

.Scheduled Comineiciul Banks (Mar 14) 

Deposits 489254 6606{ 1.4) 

Advances 269328 2337(0.9) 

Non-Food Advances 261392 2.5(>6(I.O) 

Investincnis 190898 3765(2.0) 


_ Fiscal Year so far 

199697 1995-96 
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Indc.\ Numbers of Industrial Weights Nov 
Production (1980 81 = 100) 1996 


Fiscal Year .So Fur _ Fiscal Year Averages _ 

1996-97 199.5-96 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 


General Index 100.00 296.9 292.1(9.1) 267.8( 11 7) 283.K11.6) 2.53.7(9 4) 2.32.0(6.0) 218 9(2,3) 213.9(0.6) 2I2.6(8.2> 

Mining and Quarrying 11.46 281.8 2.52 .5(2.5) 2464(89) 266 7(7.2) 248.8(7.5) 231.5(3 .5) 22.3.7(0.6) 222..5(0.6) 221 2(4.5) 

Maiiiifacluring 77.11 291.1 290.0(11.0) 2612(12 4) 277 1(12.9) 245.4(9.8) 223..5(6.l) 2107(2.2)20f.2(-0.8) 207 8(9.0) 

Elecliicity 11.4.3 3511 34.5.8(.3.7) .333 5(9 7) .340..3(8.2 ) 314.6(8 5) 290.0(7.4) 269.9(5 0) 2.57.(K8.5) 2.36 8(7 8) 


March 31. Month Year 
Capital Market 1997 Ago Ago 


BSE .Seasitivc Index (1978-79=100) 336l(-4).l8) .3871 .3367(3 25) 

BSE-101) (198.3-84=100) I464(-.5.5I) 1684 l549(-3 55) 

BSE-200 (1989-90=100) 328(-5.03) .374 345( 6,25) 

NSn-.50 (Nov .3, 199!>=1(XX)) 968 1108 • - 

.Skindia GDR Index (April 1.5. I994=I(X)) 67.3(-l4.3) 71.72 78.5.3(0 69) 


March 31. Month Year 1996-97 So Fai _ 1995-96 _ 

1997 Ago Ago Trough Peak Trough Peak 


336l(-4).l8) .3871 .3367(3 25) 2745 4069 2826 3584 

I464(-.5.5I) 1684 l 549(-3 55) 1217 1843 1304 1691 

328(-5.03) .374 345( 6.25) 273 413 289 .385 

968 1108 . - 788 1196 na na 

67.3(-l4.3)71.72 78.5.3(069) 51.6 90.0 61.62 87.88 


_ E nd of Fiscal Year _ 

l995‘-96 1994-95 1993-94 


.33(j 7(3.3) 3261(-I3.7) 
l.549( 3.5) I6(X)(-I2.2) 


Foreign Trade 


Expoits: Rs crore 

US S mn 2652 

Imports: Rs crore 12743 

US'S mn 3551 

Non-POL US $ mil 2800 

Balance of Trade: Rs crore -3226 
US $ mn -899 


February _ Fiscal \ 
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22238 (20.0) 
73101 (1.5.3) 
23.306 (6 5) 
17.5.52(11.2) 
-.3.3.50 
-1068 


53688(21.9) 44041 (3.5.3) 
18537(3.8) 17865 (-1.5) 
63375 (.32.4) 47851 (10.8) 
21882(12.7) I94ll(-I9.4) 
1.5782(12.3) 14l)47(-22.2) 
-9686 -3810 

-3.345 -1.546 


(excluding gold) 


Rs crore 
US $ mn 


Mar 28, 

Mar 29, 

Mar3l,. 



1997 

1996 

1996 


Month 

Year 





Ago 

Ago 

78058 60051 

21701 17128 

58726 

17126 

7345 

2(XM 

18007 

4.573 


1996-97 J 995-96 


19332 -.5977 

4575 -.3688 


1995-96 1994-95 1993-94 1992-93 


18402 27430 

5640 8724 


Notes: (i) Superscript miincral denotes month to which figure relates, c g. superscript I stands for January, (li) Figures in brackets are percentage 
variations over the period specified or over the comparable period of the prcviocs year na = not available. 
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COMPANIES 


EPW Research Foundatton 


COROMANDEL FERTILISERS 

g Higher Production 

COROMANDEL FERTILISERS is 
pnmanly engaged in the production of 
feitilisers such as ammonium phosphate and 
di-ammonium phosphate The main raw 
matenals consumed by the company include 
naphtha, sulphur, rock phosphate, potash 
and urea 

At present there is a vast imbalance in 
fertiliser consumption in lavour ot urea 
because ot the government subsidy whereas 
there is no subsidy on phosphatic lertiliscrs 
In spue of the fact that this could have a 
drastic eltect on soil fertility in the long run, 
the government seems adamant about 
keeping phosphatic tertilisrrs pnees under 
Its control 

While the company currently receives a 
subsidy of around Rs 600 per tonne from 
the government, in return it has to sell the 
product at prices iixed by the state 
governments There arc however, long 
delays in getting this subsidy as it is subject 
to a cumbersome certitication procedure 

Despite all this the company has managed 
.0 post a 11 6 per cent increase in net sales 
and a 18 7 per cent increase in value oi 
production in 199S 96 After allowing for 
a 9 4 pel cent increase in manufacturing 
expenses and a somewhat low increase in 
other operating expenses operating profit 
climbed by a hetty 78 per cent over 1994- 
9S In spue of the credit cmnch prevailing 
at that time the company has managed to 
keep Its interest costs under tabs and there 
has been a mere 0 0& per cent increase in 
the same Depieciation provision however 
’jumped by 24 I per cent over the same 
period The i ompany s net profit increased 
by 61 3 per cent alter providing lor a Rs 16S 
crore tax provision (1994 9S Nil) 

The company claims that its performance 
would have been C'en better had the 
government settled its long outstanding 
subsidy claims ot nearly Rs 30 crore 
Although the government has appointed a 
committee to go into the whole issue of the 
company’s claim with regard to the recovery 
demand trom the FICC it is yet to take a 
decision in this regard, despite the fact that 
the committee has already submitted its 
recommendations 

On the production front, the company 
produced 3,69,080 tonnes of fertiliser as 
against 3,47,792 tonnes in the previous year, 
representing an increase of 6 1 per cent 
While capacity utilisation of the process 
units continued to remain quite high, the 
sulphuric acid plant achieved an all-time 
record output of 3,39,500 tonnes during the 
year under review Further, captive 
generation of power at the company’s plant 


reached a record level of 87 million units 

The company now plans to install another 
6MW diesel generating set in order to provide 
further protection against the steep power 
cuts being imposed by the Arulhra Pradesh 
State Electncity Board every year It also 
plans to modernise and upgrade the capacity 
andoperatingeffictency ot its vanous process 
plants and in this regard the company plans 
to incur a capital expenditure of nearly Rs 
60 crore over the next three years This 
capital expenditure will be financed partly 
through term loans to be obtained trom the 
financial institutions and partly from internal 
accruals 

A major development with respect to the 
company has been the divestment of its 
stake by Chevron Chemical Company, one 
ot the two US promoters, in favour of 
Dhanyalakshmi Investments, a subsidiary of 
EID Parry (India) in September 1995 With 
this acquisition the stake ot the Indian 
promoter, namely DID Parry (and tts 
subsidiaries) has nsen to nearly 42 percent 
The stake of the other US promoter, IMC 
Global, which is a major US phosphatic 
producer, remains inlacton a long-term basts 

Meanwhile the company’s share price 
currently quotes at around Rs 40 on the 
bourses, discounting its 1995-96 earnings 
per share by 4 2 times 

SOL PHARMACEUTICALS 

New Products 

SOL Pharmaceuticals is engaged in the 
manutactureof bulk drugs and formulations 
While the former contnbules up to 64 6 per 
cent of the company s total turnover, 
formulations contnbute the balance 

In 1995-96, while the company’s net sales 
increased by 23 7 percent over 1994-95 net 
profit rose by 10 I per cent Value of 
pioduction was higher by 20 3 per cent with 
the company producing 1,148 tonnes of bulk 
drugs despite the closure of its Agipi and 
Nutech units at Bidar, Karnataka, for a 
period of 20 days Production ot tablets 
and capsules increased from 7,998 lakh to 
10,104 lakh while that of injections increased 
from 73,37,763 units to 95,70,036 units, 
representing increases ot 26 3 per cent and 
30 4 per cent, respectively Production ot 
liquids, however, fed trom 768 kl to 664 kl 
dunng this period 

The company managed to increase its 
market shareby focusing on the introduction 
ot new prouucts and their effective 
distribution to all the markets in (he country 
'The new product launches dunng the year 
in the paediatnc category included Alday, 
Xenotun, Maxalom and the Ayurvedic range 
While Alday has reportedly been a runaway 
success reaching the number two position 
in a short span of time, Xenofun and Maxalom 


seem to have a promising future The tech¬ 
nology of Cefaclor was upgraded dunng the 
year, making it more cost effective The 
technical upgradation oi Pcntoxyfiline also 
seems to have increased the acceptability of 
the product in the international markets 

The company s operating protit improved 
by 29 4 per cent However, a steep increase 
in interest costs (up46 3 percent)and taxation 
(up 48 1 per cent) led to a lower increase 
in the bottomline Prudently, the company 
decided not to increase the dividend rate 
from last year s level ot 30 per cent The 
company’searnings per sharerose marginally 
from Rs 12 6 per cent to Rs 13 5 while its 
book value per share moved up trom Rs 73 6 
to Rs 84 1 

Dunngtheyearunder re view, the company 
earned the status ot a Trading House m^tng 
It the first southern company to do so Its 
exports increased by 33 8 pei cent and imports 
were higher by 106 per cent 

As far as the future is concerned, SOL 
Pharmaceuticals has drawn out positive 
strategies for bulk drugs and plans to reonent 
Itself towards the changing environment of 
the industry by emphasising rationalisation 
of the product mix continuous technology 
upgradation and improving output and 
productivity to«reduce cost The bulk drug 
division hasalready commercialised products 
like Amlodipine, Cetiririne, Acyclovir, 
Ntmesulide and Lansoprazole 

Similarly, the basic 1 hrust ot the company ’ s 
formulations division will be to increase the 
market share by focusing on the intrrxiuction 
of new products For this purpose, the division 
has already entered into a co marketing 
arrangement with a leading national company 
to launch a range of products in the anti-viral 
segment and based on the drug Acyclovir 
It has also forged an alliance with a leading 
multinational company to launch products 
based on Ofaclor 

The company’s stock, meanwhile, quotes 
at around Rs 41 on the bourses, discounting 
Its 1995-96 earnings per share by 3 1 times 

AUTOMOBlLECXJRPORA'nONOFGOA 

Keeping Pace with TELCO 

After a commendable performance in 1994- 
95, Automobile Corporation of Goa 
(Autocorp) has been unable to sustain its 
growth rate in 1995-96 The company saw 
a drastic fall in profitability dunng the year 
with Its bottomline slipping by 16 per cent 
over the previous year Although the 
company managed a 2 9 per cent increase 
in net sales and a I 1 per cent increase in 
value of production, a sharp increase in 
operating expenses led to a 5 2 per coit 
decline in operating profit Further, despite 
a mere I 8 per cent nse in interest cost, net 
profit fell drastically mainly due to a 26 2 
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The WMk’i CampaiiiM 

(Rslakli) 



Caroroaiidel Fcrt 

Sol Pharma 

Autocorp 

Year Ending 

March 

March 

March 

March 

March 

March 

1996 

1995 

1996 

l^S 

1996 

1995 

Incomc/appropriationa 







1 Net sale* 

33235 

29788 

25327 

20473 

104.54 

10163 

2 Value of production 

34845 

29351 

25227 

20972 

104.54 

10340 

3 Other Income 

516 

424 

57 

94 

623 

595 

4 Tafal inettme 

35.361 

29775 

25284 

21066 

11077 

10935 

5 Raw materials/stoies and 

17993 

16197 

15.365 

12705 

7574 

7571 

spares consumed 

6 Other manufacturing expenses 

6022 

5763 

2049 

1746 

875 

755 

7 Remuneration to employees 

IS48 

1332 

16.52 

1331 

675 

61.3 

8 Other expenses 

.3533 

2963 

2229 

2202 

559 

525 

9 Operating profit 

6265 

.3520 

.3989 

3082 

1394 

1471 

10 Interest 

1626 

1625 

1899 

1298 

.341 

335 

II Grass profit 

3299 

1930 

2201 

19.59 

10.36 

1157 

12 Depreciation 

597 

481 

297 

273 

.308 

244 

13 Profit before lax 

2702 

1449 

1904 

1686 

728 

913 

14 Tax provision 

365 

0 

191 

129 

317 

424 

IS Profit after lax 

2.337 

1449 

171.3 

15.57 

411 

489 

16 Dividends 

486 

24.3 

382 

382 

12.3 

109 

17 Retained profit 

Llabllitics/asscts 

1851 

1206 

1.3.31 

1175 

288 

.380 

18 Paid-up capital 

24.32 

2432 

1272 

12.37 

494 

A94 

19 Reserves and surplus 

12949 

12498 

9417 

7864 

2.368 

2080 

20 Long-term loans 

4507 

6801 

12447 

7786 

1077 

1267 

21 Short-term loans 

5308 

4157 

1472 

1.549 

819 

1154 

22 Of which bank borrowings 

4906 

3762 

0 

0 

819 

1154 

23 Gross fixed assets 

47823 

46560 

7470 

6917 

4526 

3966 

24 Accumulated depreciation 

31871 

.30870 

1769 

160.3 

2084 

1778 

25 Inventories 

8713 

7176 

8524 

7554 

1510 

1915 

26 Total ossets/liabilities 
Miscellaneous Hem* 

34117 

33964 

29323 

22808 

6750 

6768 

27 Excise duty 



.395 

549 

1269 

1576 

28 Cross value added 

5030 

4914 

6024 

4879 

2027 

213.3 

29 Total foreign exchange income 



10304 

7703 

925 

1094 

30 Total foreign exchange outgo 

15055 

12510 

7918 

7156 

181 

324 

Key flnancial and performance ratios 






31 Turnover ratio 







(sales to total assets) (%) 

97.14 

87.70 

86.37 

89.76 

1.54.87 

ISO 16 

32 Sales to total net assets (%) 

33 Gross value added to 

131.91 

11.5.06 

102.92 

III.05 

219.71 

20.3.46 

gross fixed assets (%) 

34 Return on investment 

10.52 

10..55 

80.64 

70.54 

44 79 

53.78 

(grou profit to total assets) (%) 

35 Gross profit to sales 

9.67 

5.68 

7.51 

8.59 

15 35 

17.10 

(gross margin) (%) 

9.93 

6.48 

8.69 

9..57 

9.91 

11.38 

36 Operating profit to sales (%) 

18.85 

11.82 

15.75 

15.05 

13 33 

14.47 

37 Profit before tax to sales (%) 

38 Tax provision to 

8.13 

4.86 

7.52 

8.24 

6.96 

8.98 

profit before tax (%) 

1.3 SI 

0.00 

10.0.3 

7.65 

4.3 .54 

46 44 

39 Profit after tax to net worth 







(return on equity) (%) 

15.19 

9.71 

16.0.3 

17.11 

14.36 

19.00 

40 Dividend (%) 

20.00 

10.00 

30.00 

30.00 

25.00 

22.00 

41 Earning per share (Rs) 

9.61 

5.96 

1.3.47 

12..59 

8.32 

9.90 

42 Book value per shore (Rs) 

44.44 

.36.84 

84.0.3 

7.3..57 

.56.11 

49.60 

43 P/E ratio 

44 Debt-equity ratio 

4.16 

8..39 

3.04 

5.96 

8.29 

10.61 

(adjusted for revaluation) {%) 

45 Short-term bank borrowings 

41.70 

75.91 

116.45 

85.55 

.38 85 

51.71 

to inventories (%) 

56.31 

52.42 

0.00 

0.00 

54.24 

60.29 

46 Sundry creditors to 
sundry debtors (^) 

47 Total remuneration to employees 

134.28 

156.99 

56 14 

80.29 

56.08 

60.78 

to gross value added (%) 

48 Total remuneration to employees 

30.78 

27.11 

27.42 

27.28 

.3.3.30 

28.74 

to value of production (%) 

4.44 

4.54 

6.55 

6.35 

6 46 

5.9.3 

49 Gross fixed assets formation (%) 

2.71 

.3.16 

7.99 

24.77 

14.12 

7.19 

50 Growth in inventories (%) 

21.42 

-8..57 

12.84 

.32.41 

-21.15 

41.43 


- means not available. 


per cent increase in depreciation provisian. 

While the company’s imports fell by 42 
per cent, exports too declined by 15.5 per 
cent. The company is a net exporter, with 
the value of exports exceeding by five times 
the import bill. 

[>espite the dismal performance and fall 
in earnings per share from Rs 9.9 last year' 
(0 Rs 8.3, the company has increased the 
dividend rate from 22 percent to 25 percent. 
The company's book value per share, 
however, has increased from Rs 49.6 to 
Rs 56.1. 

Aulocorp has been selling over 80 per cent 
of its production (from its sheet metal 
division) to Telco’s Pune unit in the past. 
However, the production pattern at Telco 
has been gradualiychanging with the shifting 
of heavy and medium commercial vehicles 
production to Jamshedpur and Lucknow. 
Telco'.s Pune unit now concentrates on LCVs, 
utility vehicles and cars. Consequently, 
Autoairp’s supply scheme has shifted from 
supply of heavier hot rolled components to 
the lighter cold rolled components with the 
result that the company's overall production 
tonnage has fallen. A silver lining however i 
seems to be the fact that, despite all this, the 
division worked to full capacity in 1995-96. 

Autocorp's bus body division produced 
897 buses in 1995-96, out of which 70 per 
cent were sold in the domestic market it.self. 
A major advantage of this division is it.s 
ability to cater to a widely varying range of 
consumer demands, both in terms ot volume 
and specifications. 

During the year, the company imported 
three presses from Germany and installed 
them at its sheet metal division with a view 
to catering to Telco’s ambitious expansion 
plans over the next few years Autocorp 
plans to further enhance the pressings 
capacity in consultation with Telco over the 
next three years. 

The company has signed a technical 
collaboration agreement with Fuji Heavy 
Industries (FHI), Japan, for the development 
of a Monocoque bus with air suspension 
usingthcir7 HDmodel body.Tata-Cummins 
engine and Telco chasis aggregates. This 
project is expected to be commissioned soon. 
Further, in line with its earlier plans, two 
protype Monocoque buses were built in- 
house with technical support from FHI. One 
of the.se buses has already been .sent to Telco 
(Pune), enroute to the Automobile Research 
Association of India for Central Motor 
Vehicle Rules validation certification. 

Autocorp also proposes to establish a 
manufacturing facility for 407/609 range of 
vehicles at a suitable location by constituting 
a separate company. This is to cater to the 
increasing dbmand for these vehicles due to 
their multi-purpose usage as panel vans, 
mini-buses, ambulances, etc. 

The company’s stock, meanwhile, quotes 
at around Rs 69 on the Bombay Stock 
Exchange, discounting its 1995-96 earnings 
per share by 8.3 times. 
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RANDOM REFLECTIONS 


Capitalism, Nation State and 
Development in a Globalised World 

Arun Ghosh 


All talk of free markets' and of development of the world under a 
system of free markets is a sham. And at no time was there greater 
need for the concept of the nation state and for the banding together 
of developing ndiions. What we are witnessing, instead, is a one-sided 
globalisation - the co-option of a few compradors in the developing 
countries by the industrially developed, militarily powerful countries. 


TWO divergent historical facts need to be 
noted at the outset First, globalisation is not 
a new phenomenon; and indeed, up until 
1913, trade was generally free. So was capital 
movement. What is more significant, even 
the movement of labour across countries 
was free. There were no passport or visa 
restrictions; and indeed, much of the 
colonisation of new territories (conquered 
by the imperial powers) occurred through 
the importation ot indentured labour. (In the 
US, it was, in fact, the import of slave labour 
from Africa which helped in the process of 
development of that continental country.) 
Whether one looks at the West Indies or 
Mauritius and South Africa or Mayanmar, 
Malaysia, going all the way to Fiji, Indian 
labour (indentured by the British rulers of 
those days) helped to exploit the resources 
of these countries for the benefit of the 
people of Britain. 

The brief point is that until the first world 
war, which is described by E J Hobsbawn 
as the ‘Age of Capital’, globalisation was 
a fact of life; and the extent of globalisation 
was in many ways more pervasive and 
comprehensive than even in the last decade 
of the 20th century. The only differences 
between, say, 1900-10 and 1985-9.S are (a) 
that there now exist universal restneiiuns on 
the cross-country movement of labour, and 
restrictions of diverse types in different 
countries in regard to the movement of capital; 
and (b) the revolution in communications, 
the coverage of satellite TV, has made the 
whole world a sort of ‘global village'. 
Whether one likes it or not, globalisation in 
this sense is a fact of life. That makes foi 
new challenges, to which reference would 
be made later. But the important point, the 
really relevant question facing developing 
countries today is; how precisely should 
countries reacttotheongoing(technological) 
process which is increasingly making the 
world a sort of global village, without 
however many of the earlier features of a 
globalised world. 

There is a second, and important historical 
fact that must be explained at the outset. In 
principle, and in theory, ‘capital’ recognises 


no geographic .boundaries. It is an inherent 
feature of capital that it should seek to 
maximise profits, wherever and howsoever 
that can be done. And yet, curiously, one 
should also not that the development of 
capitalism - as a system of production and 
distribution and therefore making for a cer¬ 
tain order or ogranisation of society - and 
the evolution of the nation state, were 
conjunctive. Both developed in the same 
countries around the same time. The concept 
of a nation state not only evolved at a time 
when the capitalist system started growing, 
the idea was in fact actively promoted by 
the owners of capital. 

Some writers have confused the develop¬ 
ment of capitali.sm with the development of 
‘liberal’ thought That confusion stems from 
the fact that the two developed together in 
Britain, the home of capitalism. That the 
capitalist system is quite consistent with 
authoritarian rule has been demonstrated 
in countless countnes, especially after the 
second world war. 'fhere is no necessary 
connection between capitalist development 
and democracy, or even with ‘liberal 
thought' - ancrrorcommon to Anglo-Saxon 
writers. 

Perhaps a word is necessary about the 
'promotion' of the concept of a nation state 
by the owners of capital. The 19th century 
saw not only the advent of capitalism but 
alsoof Marxist ideology, and the organisation 
and increasing militancy of the woi king class 
(since it was relatively easy to organise large 
groups of factory workers who were then 
paid almost bare subsistence wages). The 
idea of ’nationhood', of the superiority of 
certain nations, of the gams to be made by 
all the people of a (capitalist) nation state, 
were actively propagated by the capitalists 
and (heir spokesmen. 

There is a further point that has to be kept 
in mind in the context of the evolution of 
capitalism and.of (he concept of the nation 
state. The capitalist system, under the 
influence of the concept of pursuit of 
individual self-interest, helped first Britain 
and later Germany, Franceand the US (among 
others) to develop rapidly. The concept of 


the nation state was pu.shed hard at this 
juncture by the owners of capital to instil 
among the working clas.ses the concept of 
the superiority of their nation, be they English 
or French or German or whatever. 

Imperial conquests spurred this idea; 
and to the extent that the benefits of the 
exploitation of the colonies could be passed 
down to the working classes, the idea had 
a certain mass appeal. The idea also gave 
an opportunity to otherwise proletarian 
classes to join the imperial armies and make 
riches out of plunder of the colonies, thereby 
eventually graduating from the proletariat 
to the group of ‘haves'. As Hobsbawm has 
pertinently pointed out, this spirit is best 
epitomised by the slogan ‘Deutscheiand Uber 
Alles’ (Germany above all others), which 
became the focal ideology for rallying the 
working classes to the ‘cause’ of German 
nationalism. 

At any rate, historically, capitalism and 
nation statesevolved and prospered together. 
Where remnants of old kingdoms lematned 
-eg, the great Habsburg empire which 
crumbled after the first world war - the 
concept of the nation state had not taken root, 
nor was capitalism making much headway 
(as it did in neighbouring Prussia). 

A study of fiistory tells us little about 
causal relationships. Only some inferences 
are possible; and some independent sup¬ 
plemental data help us to draw broad 
generalisations. It is certainly true that those 
capitalist countries which set out on imperial 
conquests, prospered more than others. They 
also evolv^ rapidly os nation states. Apart 
from the earlier - much earlier conquests by 
Spain and Portugal - the conque.sts between 
1850 and 1913 were by and large divided 
upas between Great Britain, France, Germany 
(Prussia, mainly, united into Gennany by 
Bi.smarck), the Netherlands and Belgium. 
That they were not necessarily identifiable 
as either linguistically or ethnically one is 
best illustrated by a small country like 
Belgium, with two distinct peoples, the 
Flemish population and the Walloons, who 
do not fully understand each other's language 
even to this day. Nevertheless, Belgium has 
remained a nation state through many 
adversities, and its conquests in Africa 
certainly helped in the process. 

The short point is that capitalism and the 
concept of the nation state flourished together, 
one reinforced the other. Tins may appear 
to be a little odd to students of modem 
history, especially after the second world 
war; but this was the reality until recently. 

Economic DEVELomEm- 

The roots of economic development can 
be found in technology. Economic develop¬ 
ment in a realty purposive manner began 
with the Industrial Revolution in Britain. 
The ‘spinning jenny’ and the use of 
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kteampower revolutionised production and 
transport in'Britain The advent of electric 
power in the US revolutionised living 
conditions in the world generally 

Let us not forget that exactly 200 years 
backOn 1797 tobe precise),Thomas Malthus 
came out as the forecaster ot the doom of 
humanity, as a result of food shortage and 
starvation deaths Ricardo and his successors 
worked on the principle of diminishing 
returns, and even Alfred Marshall thought 
that ‘increasing returns’ were an exception, 
a deviation from the normal rule rather 
than a distinct possibility Today, not only 
in manufacturing, even in the matter ot 
agriculture, the law of diminishing returns 
has been disproved, for, in 1797, world 
population was a mere 940 million, less than 
thepopulationof India in 1996 As tar back 
as the 1920s, Pierro Srafta (1926) and Allyn 
Young (1928) had both (independently) 
emphasised the importance of ‘increasing 
returns’ in the manufacturing process and 
technological changes (especially after the 
second world war) have now certainly 
made ‘increasing returns’ a major factor in 
economic growth Developments in the field 
of information technology (through the 
use of computers) and of biotechnology 
(in the matter of genetic engineering) 
have certainly made 'increasing returns a 
reality in manufactunng and in agriculture 
respe^ively 

John Hicks (1969) asciibes economic 
development to the growth ol markets One 
should, in this context, agiee with Adam 
Smith (1776) rather than Hicks Smith 
ascribes development to ‘division of labour, 
and I n his view (nghti y), the extent of di vision 
of labour is constrained by the size of the 
market Smith felt that there were greater 
possibilities of rapid economic develop 
ment through (diversified) manufacturing 
processes, simply because manufacturing 
admitted ot the possibility ofgrc.iterdivision 
of labour than agriculture This was certainly 
true m Adam Smith s days, perhaps even 
today,despite the recent revolution in genetic 
engmeenng m respect of seed vanelies and 
tissueculture Bm agam,today stcchnology 
makes it iheoieluall) posuhle to have all 
or almost all, reasonable human needs 
produced by a fraction of the world’s labour 
force, at a fraction ol the time required a bare 
SO years earlier, and without any of the back 
breaking labour still the destiny ot a large 
part of humanity That weareunabletoreach 
that goal IS one of the paradoxes of human 
development, and the principle ot self 
interest’ undoubtedly is one of major reasons 
tor this situation (On the other hand, it is 
also tme that the Schumpeterian thesis ot 
‘innovations’ being possible more easily in 
a capitalist - rather than a socialist frame 
work - of society, has also been validated 
^er 1980-95 No value judgments need be 
made quickly, merely on the above basis, 
a historian s task is merely to record what 
has happened 


‘The. roots of economic development, as 
stated earlier, are to be fouiul in technology, 
which - and here, one must agree with Joseph 
Schumpeter (1912,1961) - is the result of 
‘innovation’, of man’s restless quest for the 
unknown, for new discoveries Contrary to 
the popular saying, necessity is/iorthe mot her 
of invention Faraday did not invent ways 
to harness elcctncal energy because of any 
felt need, he just did it However, one should 
not generalise too much Madame Cune s 
discovery of the cure for rabies can certainly 
be described as a discovery arising out of 
an obviously felt need 

'There is a special reason for this digression 
When Hicks describes the expansion of the 
market as the mam factor behind economic 
development, the underlying idea is that 
profits made in the market induce all 
development effort 'The incentive to earn a 
living certainly impelsall human beings But 
to accept the Hicksian - and the resultant 
market theorists - logic would be to deny 
the economic development that doubtless 
occurred in the erstwhile USSR between, 
say, I920and 1980, without evenaseinblance 
ol a market system 

Under certai n conditions, markets do hei p 
and in capitalist countnes, the market system 
has inde^ helped the process of economic 
development But, as we would see later the 
development ot the east Asian countries 
after the second world war was certainly noi 
mdutedby ihe market system Theexisltnce 
of export markets helped them but the 
underlying developmental forces were 
different At any rate, the development ol 
the erstwhile USSR (before its collapse) and 
ol China (until recently) was not spurred 
either by capitalism or by the market system 

What Constitutts a Nation Stati 

It IS perhaps necessary at this juncture to 
define what a nation state is or has been 
histoncally because theie arc many who 
contuse the concept with ethnicity or 
language or religion A nation state consti 
tutesabody of pieoplewithcummun interests 
with a historical tiaditian ol living together 
in peace and harmony with generally 
common interests II ethnicity be taken as 
the basis of constituting a nation stale the 
US would have to be excluded from the 
concept and no one in his nght mind would 
do so II language be taken as the basis, as 
staled earlier even a small country like 
Belgium would need to be constituted as two 
nation stales Finally, if a common religion 
be taken as t’ * basis, no country today can 
be said to constitute a nation state Even the 
US has peoples pursuing a number ol di I <erent 
religions If geographic unity be the factor, 
there would have been no state of Israel 
(which came into being only SO years back) 

What, then constitutes a nation state, and 
IS It still a relevant concept in a globalised 
world (with west Europeancountnesjoimng 
together to form a European Union)'' The 
answer to this last question is firmly in the 


affirmative, though a consuteration of this 
point may be deferred for the present What 
constitutes a nation state’’ It is partly history, 
histoncal realities,of the feelingof ‘oneness’ 
of a people Histoncal developments must 
be recognised Israel as a state is a reality 
today (even as one could question the 
correctness and the wisdom of extending 
Jewish settlements in the West Bank) 
Pakistan, Bangladesh are histoncal realities 
Israel and Pakistan have had a SO-year history, 
and Bangladesh of more than 25 years 
Histoncal realities are not to be denied 

Equally, impenal aspirations, and in recent 
years the geopolitics of the world, sometimes 
tend to ‘fragment’ well knit peoples, destroy 
nation stales Afghanistan, given a new 
nationhood by Amanullah Khan, is today 
nven by internal nvalnes which have been 
fomented from outside No more need be 
said on the subject The same is true of 
Bosnia today indeed in a longer and larger 
perspective Yugoslavia which had been 
knit together into one tapestry by lito 

What, then, constitutes a nation state' Is 
It a concept worth reviving, pressing tor in 
a globalised world' 

First It must be clarified that the concept 
of a nation stale is extremely relevant in an 
unequal world Let us accept the reality that 
the woild IS unequal Irade exchanges 
between nations arc always useful In tact, 
in a modern world one cannot think should 
not think of sell sufficiency’ Ihe concept 
of sell reliance isdilfcicntliumtheautarkic 
concept of sell sufficiency Just as no 
individual no tamily c in he wholly sell 
sufficient just as exchanges between 
individuals arc likely to be useful so also 
exchanges between nations arc s ertain to add 
to total welfare As stated at the outset 
division ol laboui is the genesis ot matciial 
progress 

But in an unequal world the gains from 
trade are not shared equally As tar back as 
1X79 Allred Marshall spoke ot the gams 
from trade (between uncquals) being shared 
unequally Just as the exchanges between a 
slave and his master used in historic times 
to be highly unequal the slave being allowed 
mere subsistence - the entire surplus being 
expropriated by the master - just as trade 
between a colony and its impenal power was 
highly unequal in bygone days, so also, even 
today the gams from trade between nations 
IS not shared equitably, and the rules of the 
game framed by the developed countries 
(and the mechanism ot the WTO devised by 
them recently) is loaded heavily against 
developing countnes 'This issue also has to 
bedeferrcdlorthepresent Buttheimportance 
of developing nation states waking up to the 
issues and problems, to the need for 
addressing themselves to the problems ahead, 
tor banding together and organising 
themselves to resist neo-impenalist pressures 
of developed countnes, cannot be gainsaid 

But, what constitutes a nation state’’ People 
with a common hentage, people with a 
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common history, a common purpose, 
common interests tend to see the community 
of interests that bind them together. There 
do exist diversities; and indeed differences 
in their interests. But superimposed over 
their divergent interests there is a whole 
I community of inlerc.sts wherein history, 
geography,pasttraditions,cultural affinities, 
all play a part. Common history and culture 
ate important elements in this. There is a 
sense of •togetherness’ which evolves over 
time. The idea of a nation state part ly e vol ves 
naturally; in part it is forged by history, by 
charismatic leaders (like Bismarck in 
Germany,Garibaldi in Italy,Tito in erstwhile 
Yugoslavia. Aung San in Burma - now 
Myanmar-and Ho Chi Minh in Viet Nam). 
They all fought, in one way or another, for 
the unification, emancipation and knitting 
together of their peoples into nations 
constituting recogni.sed nation state. 

Is it a concept relevant in a globalised 
world? As long as wide disparities in 
development exist, as long as the attempt to 
exploit and aggrandise the rc.sources of the 
world by one part of the world-thc developed 
countries - remains a potent force, theconcept 
of a nation slate is the only defence available 
to citizens of the developing world. 

Post-War Economic Development 

Consider the history of the world after the 
second world war. All countries which have 
successfully overcome the shackles of 
underdevelopment, which have overcome 
the obvious disadvantages of trade between 
unequals, have a few common features. Be 
It Japan or South Korea or even Taiwan, be 
it China or the recent NICs of cast Asia - 
Tliailand, Malaysia, el al - a few common 
features of their recent ‘leapfrogging' into 
the development process need to be 
underscored. 

Three principles run parallel in the course 
of economic development. First, an 
egalitarian distribution of income - of 
resource ownership - runs through all 
countries which have developed over 1950- 
1990. .Secondly, uni ve i ,al education has been 
an equally important common feature of all 
these countries. Finally - and most 
importantly - a strong clement of state 
intervention and direction has been a major 
factor in the transformation of all east Asian 
‘miracles' or ‘tigers' (as they are described 
by different people) from a state of under¬ 
development to economically developed 
societies. 

And the remarkable point to note is that 
these countnes - notably China on the one 
side and all other countries on the other - 
have lollowcd totally different systems of 
governance; the common clement has been 
a strong state and direction of the 
development programme by the state. 

The above point needs elaboration. After 
the second world war. the US Occupation 
authorities under General Douglas 


MacAnhur iihposed strict land reform 
measures in Japan, South Korea and Taiwan. 
Basic egalitarianism was introduced through 
this one simple reform measure, because all 
these countries were essentially rural 
communities, where landlords had been all- 
powerful earlier. In China, land reform 
measures were more draconian. In Thailand, 
with a thinly distributed population (other 
than in Bangkok) and ample availability of 
land, everyone had enough land and enough 
toeat; both rice and fish supply were plentiful 
to people throughout the country. 

Insofar as education is concerned, Japan 
had a tradition of compulsory universal 
education; and somehow, Japanese imperial 
policy in Korea and Taiwan - both were 
colonies of Japan until I94S - was to make 
basic education compulsory. In Thailand, 
primary education was made compulsory for 
a different reason; the king of Thailand 
wanted to knit Thailand into a nation state, 
and used compuLsory education as a means 
to that end. Statesmen in Malaysia and 
Indonesia have attempted to follow similar 
policies; certainly Mohamad Mahathir in 
Malaysia has attempted to both introduce 
universal education (with strong intonations 
for retaining Malaysian culture) and 
encourage the concept of Malaysian 
nationhood. 

But the mo.st impoitant point to note is that 
there was strong, even coercive, government 
intervention to promote economic 
development in all these countries. The only 
exception is Taiwan: hut the conjuncture of 
the geopolitics of the day - when during the 
cold warcra, the US wanted to build up, first 
Japan and Taiwan and later South Korea, 
into bulwarks against the onward march of 
communism - ensured the massive flow of 
US aid and investments into Taiwan. One 
should also not forget that the price of rice 
was kept deliberately low in Taiwan as a 
matter of state 'policy, which helped to keep 
down industrial wages, and thereby make 
US investments in Taiwan profitable and 
attractive. 

All in all, .state intervention to help the 
industrialisation proce.ss was a common 
leaturc of all Asian miracles or Asian tigers. 
This hardly needs any elaboration in respect 
ofChina where the ordcrof St ate intervention 
has been massive. Even under Deng 
Xiaoping's ‘reforms', China has been 
anything but a ‘freewheeling’ economy, 
where ‘individual self-interest' promoted 
through the ‘market’ impels the course of 
economic development. The stale has had 
an overwhelming role. 

CuiBAUSATION ONDKR ImPERFEIT MaRKET 
Conditions 

We come to the last part of this essay. 
Globalisation, in many ways, is a reality 
today, especially in the light of the recent 
revolution in communications technology. 
Knowledge and science recognise no national 
boundaries; and recent developments in 


technology have made the world a ‘global 
village’. 

And yet, it is in the modem world that we 
suddenly find developed countries setting 
up barriers to the spread of knowledge. The 
Intellectual Properly Rights regime - which 
has been insidiously made a part of the rules 
of the game of trade, under the guise of Trade 
Related aspects of Intellectual Property 
Rights (TRIPS) - now to be rigorously 
monitored and enforced by the WTO, a club 
of the rich, developed nations, is a clear 
indication of how the developed countries, 
now fearful of losing their gri p over markets 
of the world to newly developing countries 
- with relatively lower wage rates - have 
sought to maintain their domination by 
denying all knowledge and technology to the 
latter. There are many other aspects of the 
WTO regime, intended to have the same 
effect - and. in fact, to increase their 
stranglehold - but these do not concern the 
present essay except for similar unfair rules 
of the game underthe guise ofTrade Related 
Investment Matters (TRIMS), whereby 
movements of capital must be made totally 
free by all countries, under WTO supervision. 
There are two aspects to this issue. First, 
what is sought is free access for all external 
capital to all sectors of the economy, 
irrespective of the priorities of development, 
completing the process of ‘globalisation’ of 
markets. Devel^pingcountries would thereby 
be left with no authority todirect investments 
as per their specific needs of development 
(which would be different for different 
countries at different points of time). 
Secondly, it is not general ly recognised today 
that the direction of economic policy is 
seriously threatened today by ft nance capital, 
not only in developing countries but also in 
developed countries. For example, agaircst 
total world trade in 1995 amounting to some 
$ 5,000 billion, the cross country movements 
of capital over the year amounted to nearly 
50 times as much, that is. to some S 2,50,000 
billion (while Foreign Direct Investment 
flows were less than $ 380 billion). The 
cliaractenstic of finance capital is to seek 
quick capital gains through trade in assets; 
and .speculative movementsof financecapital 
today not only threaten exchange rates as 
well as stability but also make it difficult for 
all countries to pursue independent monetary 
(and other economic) policies in order to 
speed up the development process. 

As stated earlier, the inclusion of 
‘ investment control ’ under the WTO regime, 
as a ‘Trade Related Matter’ signifies an 
attempt by the developed countries to allow 
their MNCs and finance institutions extend 
their stranglehold on developing countries; 
and this is another process that needs to be 
resisted by developingcountries.by banding 
together. Capital doubtless helps in speeding 
upthe development prncess;bu( thedirection 
of capital (in the interest of development) 
has already been seen as a cardinal policy 
element in the East Asian countries which 
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have experienced rapid economic 
development in the post-war period. 

Schumpeter (1970) had called 
capitalisation *an evolutionary process’. 
Certainly, the concept of the welfare state 
which evolved soon after the second world 
war, showed the adaptability of capitalism. 
But this new concept has been under attack 
since the mid-1970s, and in particular since 
the 1980s. The end of the cold war era has 
ushered in a new era of imperialist dominance 
through the aegis of flnance capital. 

All talk of ‘free markets’ and of 
development of the world under a system 
of free markets is a sham. Not only are 
markets not free - in fact, the Multi-Fibre 
Arrangement is intended to give protection 
to the inefficient US textile industry - but 
the fact remains that the gains from trade 
between unequats are never shared equitably 
[Marshall 1879]. Andnow.thegradual fading 
out of developmental aid - no longer deemed 
essential to contain communism - leaves 
large masses of people in South Asia, Africa 
and Latin America, and now, perhaps also 
in central Asia (after the collapse of the 
Soviet Union) in astateof underdevelopment, 
with the rules of trade, of exchanges, all 
heavily tilted against them. 

At no time was there greater need for the 
concept of the nation state; and the need lor 
the banding together of developing nations 
greater. 

What we are witne.ssing, instead, is one¬ 
sided 'globalisation', of the co-option of a 
few compradors in the developing countries 
by the industrially developed, militarily 
powerful countries. 

Concluding Remarks 

This brief e.ssay cannot be expected to 
cover either the problem of economic 
development - and what needs to be dune 
- or the problem of global co-operation and 
peace. 111610 are just two final points that 
need to be empha.sised. First, ‘isolationism’ 
and autarky are no answer to the problem. 
The advantages of science and technology 
need to be availed by alt countries, by all 
the peoples of this world. ’That way, the 
development process can be speeded up. It 
is possible to 'leapfrog', to accelerate, to 
make a quantum jump in the process of 
development; to compress in, say, two 
generations what has bMn achieved by the 
developed countries over some two centuries 
(or eight generation). 

But. in order to do so, one cannot simply 
rely on the ‘market process'. There is 
imperative need for purposive state 
intervention. The issue wp must address is 
not whether to globalise - in a sense we are 
now all a part of a global^village - but on 
what terms do we globatee? It cannot be 
wholly our way, but need it m wholly against 
our interests? 

Secondly, and importantly, the problem 
of unequal gains of development in an 
unequal world is as true nationally as 


iiHMIiationally. Hence, the first step in the 
pnoeess of d^elopment has to be greater 
egialitarian developmoit. Indeed, as indicated 
earlier, all East Asian countries started off 
in their development effort with a much 
more egalitarian society than we have in 
India. Again, state intervention is essential 
for this purpose. That is an important 
precondition for any kind of sustained 
development. In the absence of such a new 
direction, all advantages of development, of 
globalisation, are likely to be highjacked by 
a small section of the population. 
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OF LIFE, LETTERS AND POLITICS 


Politics of Wheels 

KGPD 

■ II ■■ ■ I ' I . . ■' 

The BJP and the BSP have demonstrated in UP that the ancient 
Indian term chakranemi kramena has an exclusively political 
meaning. Coming to think of it. the theory of politics of wheels can 
solve several problems nationally and internationally. 


WHEN we thouglu ot a name tor this (.olumn 
we hod not realised that it would come true 
and apposite in such a way We mean inter¬ 
relation between letters and politics It was 
perhaps Kalidasa, the tamous Sanskrit poet, 
who had said that things happen by rotation, 
as if in wheels There is an order to things 
That Older rotates like wheels (chakianemi 
kimnena) Kalidasa had to wait nearly two 
millennia to be proven right The BJP-BSP 
, irrangement has finally proved him right 
We say finally advisedly He has been a bete 
noire of the dalits at least in Maharashtra 
He IS a ‘manuvadi’ version ot poetics Don't 
ask us tor details We do not know Sanskrit 
Nor do we know much about the class/caste 
struggle O' cr aesthetics But there you arc 
He IS being proven right finally by the 
strongest anti Manu wamor ot them all, 
Kanshi Ram The BSP by agreeing to the 
pnliticsot wheels have proved Kalidasa nghi 
But then Kalidasa may be right or wrong, 
that IS scarcely the issue the other poet (other 
than any otherthat is) Vajpayee might legiti¬ 
mately argue Onemustexaminehis ‘Fittyonc 
Poems to see if any of his lines rather than 
Kalidasa's gave Kanshi Ram and Mayawati 
their inspiration One must turn to the state 
Maharashtra where we are told about the 
most leametl theunes of and about the politics 
ot Kashi Ram are being formulated The 
term baliujaiivad' (we do not know how 
to translate it) is ttiken sei lously theoretically 
that IS, in that part of our country The term 
probably means theism (vad) which 
advocates jxiwcr tothc 'hahujana' (the people 
at large excluding their manuvadi enemies) 
You can see how difficult it is to translate 
It into English Anyway these theoreticians 
have written long pieces explaining, 
endorsing, theonsing this term Now they 
will have to i^nte yet another senes of essays 
explaining this revolutionary move to 
finishing ottmanuvada by just collaborating 
with manuvadis’ In ca,sc you do not know 
this major concept of bahujana rhetone, let 
us explain All those whom Kanshi Ram 
brands as reactionanes arc the followers ot 
Manu, theancient Indian law-giver Nobody 
actually knows or has to know what Manu 
might have said Thackeray certainly does 
not Wedonotknowotanybrahminpolitician 


who actually believes that Manu's laws 
should be and, indeed, can be enforced. One 
presumes, therefore, that manuvadi is a kind 
of an abstraction and may be translated simply 
as reactionaries. The reason why the 
translation is not used is probably that the 
communists use that term. In reality they do 
not any longer. Neither Manmohan Singh 
earlier or Chidambaram now has been 
described as such. Ten years ago they would 
have been. Anyway to return to the 
manuvadis, Kanshi Ram thought of a strategy 
- collaborate with them in order to finish 
them off. Nothing strange really. Com 
Suiject's collaboration with Chidambaram 
is perhaps based on the same principle. So 
Kanshi Ram cannot be faulted. Can he be? 

The lovely thing about this collaboration 
is that a la Kalidasa it is politics of wheels. 
Six months of chief ministership to me 
(Mayawati) and six months to you (Kalyan 
Singh of the BJP). It is a neat arrangement. 
Some critics of bahujanvad call it 
opportunism. It is nut correct. At least it 
is six months of opportunism and six months 
of principled politics. This would be true 
both of the BSP and the BJP. The result 
would be that UP would get principled politics 
all the year round. Wouldn’t it? First six 
months of principled politics of the BSP 
followed by six months of principled politics 
of the BJP. This will come in wheels. First 
six months you denounce Manu and pursue 
bahujanvad. Next six months you denounce 
something else and pursue 'samarasatavad'. 
the Hindu nationalist term for cohesion and 
harmony in (obviously Hindu) society. 
Politics of wheels leading to all round growth 
of Uttar Pradesh one assumes. 

This politics of wheels would make some 
other wheels within wheels fun smoother. 
It is rumoured that some people in the 
CPI(M) are of the view that the CPI(M) 
should have joined the UF government at 
the centre. Some other are opposed to the 
idea. A solution is suggested by the Kanshi 
Ram strategy. Join the government for six 
months. Be away from it tor six months. 
First six months, you Fight Hindu com- 
munalism. Other six months you fight 
econopiic liberalisation and globalisation. If 
all change in wheels, positions for or agalhsl 


it can also be in wheels. The world will look 
better. Jyoti Basu thought that his party has 
missed a historic opportunity. Some others 
in that party do not share his view. Both 
would have proved their point by resorting 
to the politics of wheels. 

Coming to think of it this theory can .solve 
several problems internationally as well. 
Pakistan president can give himself six 
months of dominance and let his prime 
minister have the other six morahs. All those 
who think that China would explode now 
that Deng is not there can suggest to Jiang 
Zemin the formula of the politics of wheels 
as an ideal solution. There must be a line 
inLiPoorTuPu(the famous Chinese poets 
of the Tang Dynasty) about wheels. 
Kalidasa’s expression can be replaced with 
authentic Chinese lines. All's well that ends 
well! Isn’t it? 

A China expert - not being a China expert 
ourselves we cannot recall his name - once 
said that Chinese isperliaps the only language 
in which the word for revolution, ge ming, 
has exclusively political meaning. In 
English the term means several things. 
Kanshi Ram and Vajpayee (or is it Advani?) 
have proved him wrong. They have now 
demonstrated tAat the ancient Indian term 
chakranemi kramena has exclusively 
political meaning. It means politics of wheels. 
There are no wheels within wheels. There 
is in fact politics within wheels. One step 
forward towards the 'samarasata' (har¬ 
mony) of the great Indian people 'alleged' 
manuvadisand the bahujana alike. Long live 
politics of wheels. 
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COMMENTARY 


KASHMIR 

Crackdown by Other Means 

Gautam Navlakha 

Instead of addressing the extreme alienation of people in the Kashmir 
valley due to the all-powerful presence of the security forces, the 
central government has announced a grandiose economic package. 
This clearly shows that the government has no interest in winning 
over the confidence of the people: all it wants is their mute 
submission to its authority. 


OOVERNMENTOPINDIAIGODmanagcd 
toorganise assembly elections in Jammu and 
KashmirlJ and K)andsucccededinanointing 
Porooq Abdullah-led National Qsnference 
government. GOI wa.s convinced that the 
security forces had managed to bring 
militancy under ‘'manageable control”. 
Change of government at New Delhi and 
coming to power of 13 party United Front 
government also created the impresssion of 
a possible roll-back of the repressive regime. 
All in ail it placed GOI in a better position 
diplomatically as international pres.sure 
ea^ off. Close allies advised Pakistan to 
either lie low over Kashmir or to shelve the 
dispute for some time. The US argued that 
while J and K is a “disputed territory" and 
the “political struggle” is still on, Pakistan 
should “cease material support to the 
militants”. They also saw the prospect of 
"dialogue” between New Dei hi and Kashmiri 
leaders, pressed India to honour its pledge 
of autonomy, and called for Indo-Pak 
engagement on Kashmir and other bilateral 
issues. China counselled Pakistan to keep 
Kashmir issue on hold and rather to 
concentrate on economic development. 
Within Pakistan dismissal of Benazir 
Bhutto’s government by president Farooq 
Leghan were seen as being conducive to 
easing tensions. With the election of Paki.stan 
Muslim League government headed by 
Nawaz Sharief, propsects of official level 
talks have brightened, after a break of three 
years. In short, time was propitious for GOI 
to undertake measures to restore autonomy 
in line with its stated assertion that J and K 
enjoys a special status within theConslitution 
of the Union of India. As a gesture of its 
commitment GOI ought to have unilaterally 
revoked pro visions applied to J and K during 
governor's rule between 1985-87 and 1990- 
96. Nothing has been done. Instead 
backtracking on autonomy is taking place 
as evident from our prime minister's speech 
at a public meeting in Uri. 

Whatever may be the quantum of autonomy 

I assure you that your dream about it will 

come true. I want you to enjoy the same 


status which the people in other parts of the 
country are enjoying and bring you at par 
with them. 

Gone is any reference to restore the special 
status J and K enjoyed in the Indian Union. 
Theiefore. question of extending it does not 
even aii.se. Bringing J and K “at par” with 
other slates is all that is being coasidcred. 
This is being said at a moment when J and 
K does not posMss powers enjoyed by other 
states of the Union. Admittedly states' powers 
over “public order and police” have been 
encroached over the years by the central 
government. It was legitimised through 
42nd amendment passed in 1976 during the 
emergency as well as by delaying nr deny ing 
states the permission to modernise and 
upgrade the police force (see Sarkaria 
Commission. Part Two, 1987, p 931). But 
even this whittled down power is 
conspicuously absent in the case of J and 
K. It is one state where “Armed Forces of 
the Union” have total control over anti¬ 
insurgency unlike even Assam and Tripura 
where the elected government exercises some 
degree of authority. It is notewuilhy that 
“Armed Forces Special Powers (AFSP) Act 
was cxtencted to J and K under the governor's 
rule. Under section 3 of this act once an area 
is declared 'disturbed' not only are the 
people residing in (hat area denied their 
fun^mcntal rights but even the civil ad¬ 
ministration ceases to exercise its authority 
and becomes subordinate to the security 
forces. Security forces empowered with the 
act do not have to bother about ‘life and 
personal liherties’ of the people and arc 
indemnified under section 6of the act against 
any threat of prosecution for acts committed 
by them (see internal Militarisation: Blood 
on the Tracks', EPW, February 8-14,1997 
for detailed analysis). And yet it is claimed 
by chauvinists that J and K enjoys extra¬ 
ordinary powers and occupies a ‘special 
position' inthe Unionofindia. Theoretically 
this requires the “concurrence of the 
government of J and K state” for application 
of laws and constitutional provisions by the 
centre to J and K. The catch lies in the fact 


that 'the state government’ also means the 
governor during the governor's nite. As a 
result, application of central laws and 
constitutional provisions can be brought 
about through governor such as Jagmohah' 
but an ‘elected’ government cannot revoke 
any of these acts. All that the as.sembly can 
do is to constitute a committee to make 
recommendations, discuss them in the 
assembly, and then despatch to the GOI 
(union home ministry) for 'consideration'. 
They exercise the final choice over what is 
acceptable and what is not. 

The NC government began the prace.ss by 
constituti ng on November 26 a nine-member 
committee toexamineentiregamutof centre- 
state relations and demand for autonomy to 
J and K. It is headed by Karan Singh. The 
state chief minister has cautioned that this 
wholeexercisc wi II take lime. Final decision 
on regional autonomy for Jammu and Ladakh 
is to be taken first by 1998, and five years 
will be required for initialing the process of 
restoring stale autonomy. 

While security forces rule the roust and 
draconian laws that empowerihem loexcrcisc 
control remain in force ail that the GOI dues 
is to announce some grandiose economic 
‘package'. On closer scrutiny these packages 
are nothing but public relations hypes. 
Beginning with Indira Gandhi, prime 
ministers have otYcred economic packages 
to J and K in which besides ongoing projects 
in the .stale, raiiway line from Udhampur to 
Srinagar. Dul Hasti project, etc, have figured 
again and again. In 1986 Rajiv Gandhi had, 
apart from these, also offered to waive loans. 
Devc Gowda in his three visits (July and 
Augu.st 1996 and February 1997) added to 
the long list revival of tourism indusiiy, 
massive funds for development of Leh town., 
an agricultural ministry and B-2 status tor 
Jammu. None of the promises have been 
honoured. Some of the items have figured 
in packages since 1982. The 390 MW Dul 
Hasti project on river Chenab was started 
in April 1983 at a cost of R$ 300 crorc 
Infrastructural works like construction, 
widening of approach roads to work site, 
construction of project township, offices and 
stores were completed by 1989. In October 
1989 work .started at a hiked up cost of Rs 
1.262 crore by C G Alsthom and was to get 
over in 57 months. Work was suspended in 
August 1992 because of the threat posed by 
‘terrorism’although Uri project despite two 
of its engineers being abducted by the 
militants, proceeded ahead with the work. 
In June 1994 NHPC took over the work on 
the project and price rose to Rs 3,800 crore 
and remains stalled. The480 MW Uri project 
was meanwhile completed. However, it will 
provide no succoUr to the people of J and. 
K since there are no transmission lines to 
transmit power to the state! And to rub salt 
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into the wound, (heGOI refused to hand over 
Uri project and 690 MW Salal stage I and 
11 toJondKgovemment which would have 
enabled the state to shore up its finances. All 
because the northern states, the main 
beneficiaries of the two projects, opposed 
it. In other words, the GOI was loath to allow 
J and K to reduce its dependence on the 
centre. It suits the GOI to present J and K 
as a ‘basket case' rather thanencwiragethem 
to acquire fiscal autonomy. It helps project 
the people as being ungrateful to have opicd 
to go to war against the Union of India, in 
connivance with its arch enemy Pakistan. 
This justifies also wasteful expenditure such 
as Rs six crores spent every day (or Rs 3.200 
crore annually) over Siacten operations - 
an icy, desolate, wasteland situated at 20,(X)0 
feet in north-west J and K. 

All this lends weight to the widespread 
feelingthatthcfjOl has no intere-stin winning 
over the confidence of the people. All they 
are keen on i.s ensuring the submission of 
people of J and K before their autliority. The 
unmistakable impression is that it is control 
over territory that matters, people do not. 
What adds conviction is the recent furore 
over Farooq Abdullah’s suggestion for 
turning LOC into international border. In 
contrast there is no debate at the way in 
which autonomy of J and K has been violatetl, 
and nothing tangible is being done even now 
to remedy the situation. This cavalier 
approach is premised on the misconception 
that problem in J and K is one of fighting 
militancy. Whereas militancy is (he result of 
popular alienation. However, if tackling 
militancy is accorded priority, it is clear that 
it cannot be fought with fire-arms and 
draconian laws which inevitably result in 
imprisoning the people, it is self-defeating 
not to win over the confidence of the people. 
Thus, not only is the GOI letting opportunities 
go amiss but situation on the ground will 
not hold still. 

Gun in Command 

Under AFSP act introduced in J and K in 
December 1990, it is the “Armed Forces of 
the Union” who call the shots. Because once 
this act is invoked civil power ceases to 
exercise any authority. Moreover, so great 
is the control exerci.sed by the 'Armed Forces 
of the Union’ that they can virtually 
browbeat a state govemment into toeing 
their line. This is precisely what happened 
in J and K. 

Following installation of the NC 
govemment, the army reduced its activity. 
Chief minister Farooq Abdullah informed 
the state as.sembly two weeks after being 
sworn in, that a section of security forces, 
govemment employees and militants did not 
want the end of militancy because they have 
developed a vested interest in keepmg it 
alive. In the same address he complained that 


“the security agencies who arrested these 
youth are denying that they have arrested 
them”. In mid-October the NC govemment 
directed Rashtriya Rifles and other para¬ 
military forces not to carry out any special 
operations against the militants without the 
permission of the DM and district police 
chiefs in J and K. These instructions were 
issued by the defence authorities. However, 
these were followed only in the Jammu 
region, while in the Kashmir valley operations 
continued. However, while the ‘Armed 
Forces of the Union’ were carrying out their 
operations, they were also claiming that the 
situation was manageable thereby suggesting 
that militants posed no threat. It was stated 
by (he army's deputy director general of 
liaison cell. Brigadier V K Saxena that there 
arc 3,000 - 4.000 militants in Kashmir of 
which 25 per cent ore active. Further, he 
claimed that “inour perception the militancy 
has been reduced to u manageable level”, so 
much so that the army claimed, its casualties 
were not because of the striking capability 
of the militants but because (hey arc looking 
for the militants. If all this is true, what is 
the reason for their opposition to civil 
authority exercising control over the anti¬ 
insurgency operations or objection to 
appointment of the state police chief as the 
head of the Unified Command? It was not 
an i.ssue of seniority and rank between the 
various forcc.s. 

Tussle for control over anti-insurgency 
also .symbolised the extent to which the 
central government was in command, and 
accepted the perceptions of those in charge 
of ‘national security’. It is not without 
significance that while incidents of violence 
came down - in September there were 438 
incidents compared to 247 during October 
- number of militants killed increased from 
34 in September to 68 in October. According 
to Shabir Shah, rate of killing actually 
increased anddaily lO-ISpersons were killed. 
News reports show that within a month of 
the NC rule270pcoplc. including 3U security 
forces personnel, were killed and between 
October-November as many as 160 militants, 
including IS foreigners were killed. 

At the same time, those in charge of 
‘national security' declared that there was 
no question of army withdrawing from J 
and K. General J S Dhillon told The Hindu 
on November 28,1996 that there are 3,000 
militants including 700 foreigners in (he 
Kashmir valley, and added “the army 
continues to conduct operations in the same 
manner as in (he past”. He also claimed that 
the army takes along village headman and 
local police for operations, and also people 
apprehended are produced within 24 hours 
before magistrate. However, cordon and 
scarchoperations insub-zero weather caused 
all round resentment. Standing from early 
morning to late evening in the open for 
identification is inconvenient. This was being 


done after a gap of several years (1991 -92). 
It was as though they wanted to both serve 
notice on people that (here will be no 
relaxation in crackdowns and possibly to 
provoke public reaction. For instance, in the 
Rafiabad assembly constituency, security 
forces ransacked houses and manhandled 
people in last December. And despite IS 
days of operation, no arrests were made. 

Since the state govemment had appointed 
the DG of police as the head of the Unified 
Command continuing operations without 
informing the state police chief and indeed 
boycotting the meeting chaired by the DG 
of policu meant opendefianceofthc authority 
of an ‘elected’ state government. Instead of 
protesting, the CM requested them to step 
up their activity. This change was explained 
away by claiming that (he army is present 
everywhere in the state which was not the 
case with the local police, luid servingofticers 
“being in the field have more knowledge 
about the situation”. Moreover, the .state 
govemment buckled further to appoint, for 
the first time in SO years, two serving generals 

- belonging to army’s 4(h and 5th Corps 

- as security advisor to the govemment and 
as heads of the unified command in Kashmir 
and Jammu regions, respectively. 

The timidity of the state government and 
the military repression only helped the 
militants. The^enegades accused authorities 
of neglect and also of finishing them ofi. 
Some re-joined the ranks of the militants and 
others warn that (hey will use “wrong means” 
for survival. The state government wanted 
renegades to be recruited in the central forces. 
The union home ministry wanted BSF and 
CRPF to raise a battalion each for renegades 
but only after J and K police verified their 
antecedents. Meanwhile, a leading renegade 
Yusuf Gadru and his three accomplices were 
killed on February 24 by the militants in 
Gadru's own village Kujjar in Ganderbal 
area, proving that despite official claims, 
militants arc able to strike at will. Equally 
significant, Shoura-e-Jehad. a conglomerate 
of five armed militant gioups, issued a 
directive to the piess on do’s and don’ts It 
prohibits them from carrying government 
press notes and advertisements. 
Advertisements from trade unions too were 
banned. Instead, activities and statements of 
militant outfits have been ordered to be 
printed on the front page. What is more, 
names of killers of people .should only be 
identified if they arc renegades and security 
forces but not if they are militants. Such 
high-handed behaviour of Shoura-e-Jahad 
does not augur well for (he democratic 
aspirations of the movement. Editors decided 
to approach the Hurriyat, and declared that 
if APHC failed, they will close shop. 
Celebration of January 5 as UN Rcoiolution 
Day were also marred by differences. 
Kashmir Bandh called by Islamic Resisutnee 
force to press for granting right of sclf- 
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ddemunalion was opposed by Shoura-e> 
Jehad. APHC maintain^ scrupulous silence 
AroanMilah’s slalement in support of 
independence was banned by Shoun-e-Jdiad 
from being tarried by newspapers On 
February 27 newspapers ceased publication 
after Shoura-e-Jehad imposed a ban on four 
Urdu puMicaiions for indulging in ‘anti- 
movement activities’ Leac^hip of the 
movement failed once again to control the 
gun This seemed to suggest that the All 
Party Humyat Conference (APHC) was 
gelling marginalised However. APHC was 
making effort toescape being sidelined, and 
took the much needed step to form a 
provincial committee in Jammu which is 
headed by Karan Singh from Kathua, with 
SyedSarwarandLokenderSinghas chairmen 
and Md Shanf as general secretary Two 
members will be included in the state 
executive committee APHC leaders also 
publicly accused both India and Pakistan for 
not ftilfilling their commitments Equally 
interesting was ihetr reaction to Farooq 
Abdullah's offer to dissolve assembly if 
APHC wanted to participate in elections 
They said "APHC is ready to participate in 
any election held under the supervision of 
the United Nations" It was apparent that the 
GOI enjoyed for the time being military and 
pohtical ^vantage vir-n-vw the movenKnt 
for nght of self-determination 

it needs to be pointed out that the press 
in J and K has met with equally harsh 
treatment at the hands of the Indian setunty 
forces who have disallowed press from 
carryingreportsaboutmiliiants cwtdemning 
secunty forces for atrocities, and imposed 
their own do’s and don'ts on the state press 
This IS compounded by misleading news or 
indifference For instance, chief of Muslim 
Mujahideen,aienegade group, Ghulam Azad 
Nabi was reported to have been abducted 
Asian Age on November 10 flashed his death 
and claimed that he and his close associates 
were “abducted fromAnantnag and later 
shot dead in morning at Acchabal”' It also 
claimed that “the bullet-ridden dead bodies 
ot the two were found on Saturday morning 
at Acchabal" Threedayslatcrhc reappeared 
at Acchabal saying he was all the time in 
hiding In contrast, when 5(X) widows, 
orphans and men cnppled by Indian secunty 
forces operations in J and K visited Delhi 
for demonstration outside UN office on 
December 10, it aroused no interest, not even 
cunosity at what the women and children 
had to say 

Bm k to Squari- Onf 

Asamark of protest over continued military 
crackdowns, in end November nearly two 
months after NC took over, largest funeral 
demonstrauon took place after two Hizbul 
Mujahideen militants were kilted by the army 
at Pulwama on November 21 Complaints 


agunst J and K police too increased Two 
magisterial mqutnes were ordered into two 
different inadents in Jammu regicm In one, 
Pakistan national was killed at RSPura police 
station However, no enquiry was o^red 
into the arrest of two Pakistanis, alleged to 
be ISI agents from a passenger bus at Miran 
Sahib on January 9 and killed next night in 
a so-called encounter In another incident a 
sub-mspectorwas killed inside Bakshi N.igar 
police station ih Jammu city on January 10 
into whose killing an enquiry was ordered 
Pixftests were made when CRPP killed one 
detainee and injured nine others by finng 
inside Ramgarh jail to "quell disturbance" 
which was triggered off when a woman 
visiting her brother was maltreated The 
arrogance exhibited by the secunty forces 
IS evident from the manner in which they 
continued with their operations even dunng 
the month of Ramzan, knowing fully well 
that even the so-called elected government 
could not persuade them to call off 
‘crackdowns' dunng Ramz<)n Chill winter, 
with short penods of sunshine minus power, 
shortage of food made worse by the daily 
ngour of cordon and search, and having to 
stand outside without food or water tor long 
hours The civilian government also 
disappeared with transferof capital to Jammu 
Elected representatives out of tear for their 
lives moved to Snnagar and divisional 
commissioner remains sole source of 
redressal Publicangcrspitledoverintoopen 
defiance of secunty forces when women 
demonstrated against the cruel behaviour of 
Indian secunty torces The culpnts were no 
doubt suspended, not discontinued, tor a 
week between February 4-11 And it was 
General J S Dhiilcm who informed the people 
and local militants to celebrate Id without 
any fear He. however, declared that 
operations "against foreign militants will 
continue, as they are not our own men” 
Resentment against the secunty torces was 
not contined to the people Senior officers 
in the state administration have complained 
against them For instance, additional chief 
secretary M L Koul held army responsible 
for sharp decline in Hangul population from 
818 in 1988 to 329 in 1996 Anddesenbed 
them as “poachers” and wanted them to 
vacate national parks, wildlife sanctuancs 
and reserves in the slate At the first meeting 
of the Unified Command presided by the DG 
of Police on November 20 commanders of 
the army anr< para-militaiy boycotted J and 
K cops were anyway unhappy lot during the 
central rule Large number of senior officers 
have completed their tenure and a substantial 
majority were not promoted, thus 
exacerbating their sense ot discnmination 
Many felt slighted because their senionty 
was not restored Towards the end of central 
rule in i and K, six posts of additional DIGs 
were created to accommodate officers of 
state who had not received any promotion 


foroveradecade Incidemally.threeofthese 
SIX posts were filled up by officers from 
outside and the remaining three were left 
vacant In fact, once S S Wazir. an IPS 
promotee, retires m March 1997, the force 
will be dominated by officers from outside 
and direct IPS recruits As a result, those 
recruited as DSPs 25 years back and recniited 
to IPS remain as Sl^ Mandatory cadre review 
alter three years has mil taken place Also 
IPS probationers have been promoted as 
DIGs and IGs Again state don not follow 
fixed ratios - against SO per cent direct and 
SO per cent from outside as per rules, 70 per 
cent of officers ate from outside indeul, 
over past 16 years successive state 
governments have stopped promoting 
officers to IAS and IPS However, the new 
state government promoted 77 policeotlicers 
to next rank This included two IPS officers, 
four prosecuting officers, five deputy 
supenntendents of police and 66 inspectors 
It IS not insignificant that one of the ways 
in which the NC government hopes to tackle 
pent up demand for employment in the state 
IS to recruit 15,000 persons to the state police 
force The message dn ven across is that little 
has changed 

Such being the state ot affairs, to expect 
that the NC government stands any chance 
to win over the confidence of the people is 
wishful thinking The hope that drove some 
people to cast their vote in favour of civilian 
rule and against the virtual martial law have 
been belied Battered and bruised people 
who expected to be provided something 
tangible must wonder where they went 
wrong To complain about the threat posed 
by ISI-backed militancy or Afghanistan s 
US-Saudi backed Taliban forces appear 
ludicrous It anything, conditions are being 
created which provide ‘source credibility' 
for a violent breai, away from a forced union 
with India Because it is the GOI that is bent 
upon fanning popular estrangement All this 
means is that the internal war against the 
people ot J and K is far from over It is 
another matter that movement’s expression 
ot alienation or desire fordemocratic response 
may not be matched by the leadership which 
remains, for the time being, unequal to the 
responsibility thrust upon them Comforting 
as this may be for the GOI and the leaders 
ot forced union, they are ominous loi Indian 
people because the costs of fighting an 
‘internal war’ - in terms of forfeiting 
democratic rights and unproductive use of 
resouaes - are always bonic by the people 
Maybe time has come tor a referendum to 
ask the people of India whether they want 
any people to be coerced into remaining 
“integral part of Union o* India” orthey want 
their government to win over the confidence 
ot the people This way we may get around 
the pseudo-patnotes debate which seeks to 
deny people their inalienable nght to opt out 
m lace ot tyranny 
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Union Budget and Small Enterprises 

PM Mathew 

While the Union Budget offers some concessions to the small sector, 
i it is clear that the United Front does not have a comprehensive 
perception of the role and relevance of the sector. 

THE Union Budget 1997-98 reflects the recommended that 14 items, now reserved 

overall perception and policy of the for manufacturing in the SSI sector, need to 

goveramentofIndiaandoftherulingUnited be dereserved. The dcreservation, covers a 
Prom on small enterprises. Small emerprises product-range, including rice milling, dal 

are. undoubtedly, the engine of employment milling, poultry feed, vinegar, synthetic 

and incomegeneration; they helptocmpower syrups, biscuits, ice creams, a variety of 

the masses who have relatively less access automobile pans and corrugated paper and 

toresources.Giventhehistoryofthepolitical boards". The finance minister expects that 
party to which the prime minister belongs new investments and improved technology 
the much talked abwt Common Minimum will flow into these business, consequent on 
Programme (CMP) .should have reflected a dereservation. 

major policy shift; it should have reflected Surprisingly, even while we edebrate the 

the aspirations of millions of people who, golden jubilee of independence, the roumry 

directly or indirectly, depend upon smalt has yet to arrive at a consensus on the role 
enterprises. Unfortunately, the CMP kept of small enterprises in our economy, 
mum on the vital role of this subsector. Even Undoubtedly, the perceptions are biased and 

while discussing rural development and the parochial: this hasamply been demonstrated 

primacy of agriculture, it failed to mention by the Budget itself, which speaks of ‘small- 

the pivotal role of these enterprises in the scale industry’, nm of ‘small enterprises' 

rural sector. The National Bank (NABARD) giving the impression that, the Budget is 

was stated to be strengthened as a boon to meantonlyformodcmsmali-scalcindustries. 
agriculture; however, its potential role to The task of policy formulation for traditional 
strengthen the non-farm sector was not men- industries is vested with the array of 

lioncdatall. Regarding ‘small scale industry’ government departments: KVIC. Office of 
the vision of CMP was confined to a policy the Development Commissioner 
measure; strengthening the Small Industries (Handicrafts). Coir Board, Silk Board, Office 
Development Bank of India (SIDBI). of the Development Commissioner 
ThcunwillingnessofboththeUnilcdPront (Handlooms), etc. 
as well asoftheuniongovemmenttofaciiitate In the pa.st several entrepreneurs who have 

an orderly development of small enterprises been enticed into industrial activities 
and to encourage employment generation on subsequently find that working capital is not 
a substantial scale has ftirther been asserted easily furthcoming. The Budget states that 
by the Budget speech. The finance minister 


the RBI is going to issue insiractioiis that, 
out of the ftmds normally available to the 
SSI sector, 40 per cem will be reserved for 
uniu with investment Hi plant and machinefy 
up to Rs S lakh. 20 per cent for uniu with 
investment between Rs S lakh and Rs 251 Ah 
and the remaining 40 per cem for other SSI 
units. The flow of credit to small-scale sector 
has been a bone of contention for the last 
several decades and, budget speeches during 
the previous years have dso addressed tothis 
problem. In the Budget speech of finance 
minister in 1995-96, a seven-point action 
plan was put forward consisting of the 
following; (i) Time bound action for setting 
up specialised SSI branches in 85 identified 
districts: at least lOOsuchdedicated branches 
to be opened before the end of 1995-96. (ii) 
Adequate delegation of powers at the branch 
and regional levels, (iii) Bmks to conduct 
sample surveys of their performing SSI 
accounts to finid out whether they are getting 
adequate credit, (iv) Steps to be taken to see 
as far as possible composite loans (covering 
both term loans and working capital) are 
sanctioned to SSI entrepreneurs. (v) Regular 
meetings by banks at zonal and regional 
levels with SSI entrepreneurs, (vi) Need to 
sensitise bank managers and reorient them 
regarding working of the SSI sector, (vii) 
Simplificaiion of procedural formalilies by 
banks for SSI entrepreneurs. The RBI issued 
instructions to bhnkBfvidrtheircirculardamd 
March 30. l99S)fartAingapptapriaieaction 
for effective implementation of the above 
mentioned seven-point action plan and to 
keep their respective boards, apprised of the 
progress and also forward to RBI a copy of 
the note put up to the Board. 

Despite sevei^ such instructions and policy 
pronouncement the extern of flow of credit 
to this sector remains far from satisfactory. 


harped on its commitment to implement the 
reports of tlic twoofficial committees brought 
out during the first week of February: (I) 
the Abid Hussein Committee Report on SSIs. 
and (2) the report of the Vijayaraghavan 
Committee (Committee of Officials to 
Review the List of Items Reserved for 
Manufacture in SSI Sector). Soon after the 
submission of earlier report, the government, 
in much haste, decided to raise the in vestmern 
limit of the small-scale sector from Rs 60 
lakh to Rs 3 crore in the case of small-scale 
industry, and from Rs 5 lakh to Rs 25 lakh 
in the case oftiny units. The budget reiterates 
the government's commitment to examine 
carefully other recommendations of the Abid 
Hussein Committee. However, the finance 
minister accepted in loio the recommendation 
of Vijayaraghavan Committee relating to 
dereservation: "With a view to reduce 
wastages of agricultural commodities, 
improve quality and hygiene and promote 
exports, the Advisory Committee has 


Tams I; CsEorr to SSI SuToit fwm Puaur Secraa Banks 

(Rs riwiw) 




March 

1992 

March 

1993 

Mareh 

1994 

March 

1995 

Net bank ciedil 


I.I2.I60 

1.32.782 

1.40.914 

1.69.038 

Credit to SSI 


17.393 

19.388 

2I..56I 

25.84.3 

No of SSI accounts (in lakhs) 


29.23 

.30.40 

30.19 

.32.25 

SSI credit os pereemage of nei bank credit 

15.51 

14.60 

15.30 

15.29 

Simn-e: Reserve Bank of India. 

Tails 2: Ovekau. Flow or Cieorr to ths SSI Sarro* 

(Rjr mirr) 


1991-92 

1992-93 

199.3-94 

1994-95 

Cumulative 

Asxistance sancumted'. 

SSI 

1,634.6 

1,509.9 

1.419.4 

1.79.5.0 

1.3.706.6 

Non-SSI 

55.3.7 

505.4 

4489.4 

965.3 

.5442.9 

Toial 

2.190.3 

2,015.3 

1.908.8 

2.760.3 

I9..349.5 

Assifumce disbursed: 

SSI 

1,107.9 

1.16.3.9 

1.17.5.0 

1.444.5 

11.004.7 

Non-SSI 

428.9 

393.5 

.388.4 

.560.9 

4..332„3 

Total 

1436.8 

I..5.57.4 

I..563.4 

2.005.4 

15437.0 
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This is evident irom following tables. Any 
sinoen effort to deal with the flow of credit 
to small-scale sector can malce use of the 
Nayak Committee report as a reference poim. 
The Nayak Committee which was set up by 
the Reserve Bank of India in December 1991, 
dealt with the aspects of adequacy and timely 
credit to SSls. The committee found that the 
small-scale sector was getting working capital 
to the extent of 8.1 per cent of its annual 
output which was less than the normative 
requirement of 20 per cent. Accordingly, the 
Nayak Committee recommended that the 
SSi sector should obtain 20 per cent of its 
annual projected tumoverby way of working 
capital. Based on these as well as other 
recommendation of Nayak Committee, the 
RBI issued a number of circulars advising 
the banks to grant working capital to the 
extent of 20 per cent of the projected annual 
turnover, timely di.sposal of loan applications 
and setting up of specialised bank branches 
for SSI loans in areas of high SSI 
concentration. 

The Nayak Committee report, the Delayed 
Payment Act pas.sed by the Parliament, and 
new instniments like factoring, arc in fact, 
adequate todeal with the problemsof working 
capital in the small-scale sector. 
Unfortunately, these legislations and 
recommendations have not been faithfully 
implemented due to various rca.sons. The 
same old confrontation between the political 
leadership and the bankets, which developed 
in a big way during the early I970.s, still 
continues. A crisis of confidence has been 
created. On one side, programmes like, loan 
‘melas’, have substantially eroded the 
credibility of political leadership; on the other, 
the system of public sector banks have, over 
time nurtured a service culture which is anti- 
development. Mending these anomalies is 
vital foreven the sustainability of the sy.stcm. 
For one it is ncccs.sary that the whole small 
enterprise development policy initiated by 
the government be much more transparent. 
Also, the banking system should prove its 
mettle as a business entity with 
competitiveness to address itself to the 
emerging business needs and opportunities. 
The need, therefore, is nut to pump in more 
money into the system but to develop a 
transparent and accountable system which 
assures that development programmes and 
projects are backed by expertise and that this 
expertise finds acorrespoiiding response from 
the banking system. 

Unfortunately, none of the.se initiatives 
have been reflected in the budget speech. It 
reiterates that the small-.scalc sector will be 
released from the rigours of cumbersome 
procedures. The finance minister claims to 
have radically simplified this scheme of 
exci.se duty cont*es.sion for the small-scale 
units. He has announced full exemption from 
duty on clearance up to Rs 30 lakh. A small- 


scale unit will require to pay a flat-rate of 
excise duty on clearance beyond Rs 30 lakh 
and up to Rs 100 lakh if a unit does not avail 
of any MODVATcredit on duty-paid inputs. 
Such simplification of procedures are 
undoubtedly welcome steps but they do not 
address themsefves to the more crucial issues: 
Who, after all, are beneficiaries of such 
measures and to what extent are these 
benefits? What remains to be desired from 
the budget is the inability to circumscribe 
the extent of impact it can make on small 
entcrpri.sc.s in the country. Bcside.s. it also 
does not clarify the political perception of 
the finance minister as to what is meant by 
small enterprise and the scenario visualised 
by him at least by 2000 AD. 

What docs the story of liberalisation mean 
to the small enterprises in India? Apart from 
the recent exercises by two expert 
committees, one looking at the overall policy 
regime and the other on relevant issues 
relating to pnxiuct reservation, some relevant 
que.stions emerge; (I) What is the perception 
of the present government as well as of its 
prcdcce.ssor on the role of liberalised policies 
relating to small enterprise development; (2) 
What do they mean by small enterprise 
development?; (3) What is their agenda, in 
very clear terms, in an economy where 
planning has at least a little bit of role? All 
these questions seem rather out of place as 
we go carefully through the report of the 
Vijayaraghavan Committee. The commillee 


consisted mainly of officials from the 
ministries of industry and commeice, on the 
one hand, and those from the Office of the 
Development Commissioner (small-scale 
industries) (DCSSl). The committee which 
was entrusted with the task of reviewing 
several aspects relating toproducl reservation, 
such as feasibility of reservation, research 
and development, monopoly, quality 
improvement, pollution control.productivity. 
economies of scale, export potential, etc: 
came out with two lists; the first list consisting 
of 91 items which have been recommended 
for total dereservation, and the second list 
consisting of 56 items, in the case of which, 
the prevailing nomenclature needs to be 
changed. However, the report demonstrates 
a clear tug of war between the two categories 
of officials, with the officers of the DCSSl 
strongly opposing any move fordcreservation 
of any item on the li.st. These officials have 
cited six specific reasons for not favouring 
dcrcservation. 

To any lay entrepreneur in this country, 
thcdistrictindustricsccntrcisthe most visible 
agency of power and expertise regarding 
small-scale industry, and it is part of a national 
pattern evolved un^rthe umbrcllaof DCSSl. 
if the ministries of industry and commerce, 
on the one hand, and the DCSSl on the other, 
have different points of view although the 
data are all from one .source, the government 
of India, undoubtedly, .something is very 
wrong. 
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Narmada, the Judiciary and 
Parliament 

Rohit Pnyapati 

I-;-;- 

Political parties raised a hue and cry in Gujarat and in parliament 
against the recent Supreme Court order instructing the government to 
maintain the height of the Sardar Sarovar dam qt its present level. 
Regardless, of this meaningless commotion, two facts stand 
undisputed: that the dam-affected people of the Narmada Valley are 
an important party to any settlement on the issue and that dams do 
not constitute development and hence the current procedures for 
settling water disputes need to he revised. 


EVEN as parliament was debating about the 
Sardar Sitrovar issue on March 5. 1997 in 
New Delhi in context of the interim order 
of the Supreme Court to not allow further 
construction on the dam. 20 families, in 
the far off village of Ambavadi (taluka 
Dediapadn, district Bharuch, Gujarat) were 
^preparing to loiid ail their housing material 
and ail worldly possessions intotrucks which 
today will be takingthemback totheiroriginal 
village - Mokhadi and Panchmuli - on the 
banks of the Narmada. This journey will 
complete the lull circle for them as they 
return to these vil lages 7-10 years after they 
were brought to the Ambavadi resettlement 
.site by the Gujarat government and NGOs, 
who promised heaven to them. Today, after 
years, they find that their condition, instead 
of improving, has deteriorated badly and 
were finding it difficult to .survive at the 
resettlement sites. In spite of many repre¬ 
sentations, dharnas, hunger strikes, the 
government refused to look at their problems. 
Today, they are abandoningthcirresettlement 
^ite and returning to their original village. 
^And therein lies one of the most basic issues 
related to the project - one which should be 
at the centre of tlie whole debate. It is indeed 
ironic that in all the debate raised in the 
parliament and in Gujarat, this most important 
issue has been left out. 

The recent intenm order of the Supreme 
Court in the Naimada case (more precisely, 
in the Interlocutory Application made by the 
Union and Gujarat governments in the writ 
petition Tiled by the Narmada Bachao 
Andolan) is nothing short of historic. 
Interestingly, there was a rather panicky and 
hysterical reaction to it from the mainstream 
political establishment. It is not our intention 
to discuss the order here, or the proceedings 
of the case. However, it is important to 
understand the reactions, and the reasons 
behind them. 

The Supreme Court has been hearing the 
above petition for two years. Since May 5. 
^ 199S. an order of the court is in force, which 
restricts the government to maintain the 


effective height of the partly complete dam 
at 8I.S m. In simple terms, the court has 
stayed any further work on the dam - the 
middle spillway portions at least.The Gujarat 
government, as also the centre, had recently 
made an application to the Supreme Cmirt 
urging It to vacate ihi.s stay. Hearing the 
matter on February 24, and then on March 
3,1997, the court finally decided that there 
was no need to vacate the stay and no 
mndifications of the order in force were 
granted. 

The flurry of reactions it generated seemed, 
at least on the,face of it, to be something 
of an overreaction. Yet, a more detailed look 
shows that the court's order indeed signifies 
a direct challenge to the ruling political 
e.stablishmcnt, and to their ability to 
appropriate resources of the country for use 
of a select few. 

The first reactions of course came from 
Gujarat, where the politicians, led by the 
chief minister, expressed dismay, and 
subsequently feigned anger at the court’s 
order. The anger feigned was obviously 
clear from the fact that there was no attempt 
to understand, and convey to the people of 
Gujarat why the court had decided the way 
it had. There was no discussion of the issues 
rai.sed. Instead, different political parties 
blamed each other, and tried to gain political 
mileage out of the situation. The situation 
was tailormade for the political parties to 
show how each of them was better than the 
others in trying to “defend” Gujarat’s 
interests. A direct corollary then was the 
feigned anger, and the strident reactions. 
The Gujarat assembly passed (for the 
umpteenth time) a resolution pledging 
completion of the project. The “unanimous” 
resolution was mark^ by the absence of the 
full opposition - the BJP, who issued their 
own separate statement, blaming chief 
minister Varela for the ‘set back’ to the 
state in the matter. 

While it was time and again mentioned 
that the project was the state’s lifeline, and 
that the drought prone regions of the state 


were waiting for Narmada waters, at no time 
was the issue rationally addressed. The fact 
that the districts of Jamnagar, Junagadh and 
Amreli (three outofsix districts of Saurashtra) 
do not figure in the Project Command, was 
not even mentioned. The fact that even in 
those districts that are going to get water, 
only a small fringe is going to benefit, that 
too pos.siblyaftcr 20 years-was not discussed 
at all. In case of drinking water, there is no 
need of the SSP, and local decentralised 
optionscan providefordrinking water needs, 
and even for substantial portion of the 
irrigation needs was not even given a thixight. 
The problems faced by the oustees of Gujarat, 
the terrible conditions at the rehabilitation 
sites, the return of theou.stees to their original 
villages after finding survival impossible at 
the resettlement site - none of these were 
talked about. 

The discussion in the parliament, where 
senior leaders joined together in critici.sing 
the Supreme Court’s order on the SSP, was 
almost of the nature of an assault, expressing 
fears about “parliament becoming irrelevant”. 
This fear clearly had Do basis in reality, and 
wasentirely misplaced. Itceitainlysucceedcd 
in distracting attention from the real issues 
at hand related to the project. The concern 
that “at this rate, parliament was in danger 
of becoming irrelevant if the apex court 
decided matters on all fronts” is uncalled for. 
The attempt to make this matter one more 
component of the current outcry against the 
judicial “activism” is also unnecessary. 
Indeed, it need not be stated that both the 
parliament and judiciary are equally 
important parts of the system, and both need 
to te vigilant about the basic problems being 
faced by the people. Does the source of the 
concern forjudicial ‘activism’ lie somewhere 
else? Was it that those who felt the judiciary 
is taking great interest in exposing the 
commissions and omissions of some of the 
political c!>tahlishment and the executive 
wing, desired to use the Narmada issue as 
a tool to “rein in” the judiciary? 

The contention of the members was also 
that the rc-opent ng of the inter-states disputes 
would land the country in great difficulty. 
The truth is that both these - the fear of the 
judiciary usurping the power of the 
parliament, and the dangers of inter-state 
disputes being re-opened - are non-issues 
i n the Narmada case. The question is whether 
the Tribunal’s orders are supreme or that of 
the parliament and judiciary. Why can’t the 
parliament discuss the most important issue 
facing the peoplein the valley today-namely, 
that of iheirdisplacement, and the future that 
awaits them if the height of the dam is raised? 
Or the issue whether the project is gmng to 
solve the water problem of the drought- 
prone areas of the state? But sadly, the 
parliament did not think it worth to go into 
these issues. 
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AIm, it is not as if the court hu le-opennl 
the Award of the Narmada Water Disputes 
Tribunal (NWDnf) or tried to change even 
a comma. All it has done is to disallow 
construction on the dam beyond the current 
height. It may be noted that the NWDT itself 
provides for this, in its Clause XI, Sub¬ 
clause IV(6Xii) where it says, **ln no event 
shall any areas in Madhya Pradesh and 
M^anuhlra be submerged under the Sardar 
Sarovar unless all payment of compensation, 
expenses and costs aforesaid is made... and 
arrangernems are made for the rehabilitation 
of the oustees therefrom in accordance with 
thesedirectionsandintimatedtotheoustees.” 
Sub-clause IV(2)(iv) says that the inigable 
lands and house sites for rehabilitation shall 
be made available one year in advance of 
submergence. Thus, the very Award which 
the parliament says is sacrosanct is providing 
for a stoppage of work on the dam in case 
of failure of rehabilitation programme. That 
such a failure has taken place is absolutely 
clear and obvious. 

Further, the court has not giveh any new 
orders but only retained the order it had 
passed on May 5. 1995, restraining further 
construction. Signiflcantly, that particular 
order too was not given by the court, but 
was an undertaking given by the solicitor- 
general on behalf of the union government 
that the “effective height of the dam would 
be mainiained at 80.3 m”. The court only 
incorporated this undertaking in its order, 
which it has retained in its ruling of March 
3, 1997. Why is something that is almost 
twoyearsoldcausingconcem ail ofa-sudden? 
is it that a vigilant judiciary has become a 
threat to vested interests? 

There were also references in the parliament 
to the 'agreement' of the four chief ministers 
in the presence of prime minister Deve 
Gowda, and it was said that this had paved 
the way forfutthcrconstruction,and nothing 
else sh^ld stop it now. This, unfortunately, 
is based on wrong and incomplete 
information. First of ail, the agreement Is not 
really worth the paper it is written on, os it 
is seriously Hawed technically, it tries to 
make hydrology an issue where it is not, and 
effectively implies that the hydrology of the 
river can be Judged in five years. It leaves 
out the people, and the most important issue 
of rehabilitation. More importantly, the 
'agreement' is no agreement at all, as two 
of the patty states -namely MPand Rajasthan 
have said that they do not accept the 
agreement as it is put forward by the union 
government. 

The call to start the project at the earliest 
as it was essential for the drought-prone 
areas of Gujarat too is based on incorrect 
information. In reality, the project will not 
solve the water problem of the drought- 
prone areos-Sauroshiiaand Kutch,on whose 
name it is being justified. Only marginal 


areas of Saurashtra and Kuich are going to 
get water from this project - that too if it 
works as planned - which is highly unlikely 
forteehnical, political and financial reasons. 
For example, while the project disallows 
intensive water use, already many new sugar 
factories are pi anned or are under const niction 
in the early reaches of the command - Kheda, 
Baroda districts, where big farmers and 
landed elite, politically among the most 
powerful groups in Gujarat, are waiting for 
the SSP waters to grow sugarcane. Given 
that sugarcane will consume eight times more 
water than the project proposes to allot, the 
question is - fipm wh^ share will this be 
diverted. Obviously, the politically weak 
tail-enders in Saurashtra and Kutch, depriving 
them even of their meagre share. 

Tim Real Issues 

However, the real issue is something else. 
It is not a question of re-opening a closed 
dispute. As far as the people of the valley 
are concerned, the dispute was never closed. 
Indeed, they were not even involved in the 
'dispute' that took place and was ‘rc.solvcd' 
between the states of Gujarat, MP.Rajasthan 
and Maharashtra. The most important fact 
is that the Narmada valley issue is one of 
the rare river valley disputes in India where 
Ihe/Mwp/e have raised the dispute. And this 
has challenged the unbridled power of the 
Slate to make decisions on their behalf 
ignoring them and indeed destroying their 
livcIihood.Thisis what iscssimtially rankling 
the ruling establishment. 

By challenging the SSP. the people have 
not challenged the sanctity of the tribunal 
or the parliament that constituted it, but have 
shown that the concept where the dispute 
was presumed to be only between the states 
ignored the most fundamental i.s.sues affecting 
the people and that they were the most 
important party to the issue, but the one not 
consulted at all. The struggle against the SSP 
has also challenged the idea that such dams 
constitute development, and hence has 
questioned the very basis on which most 
water disputes are teing adjudicated today 
in the country. What is expected from the 
parliament - which represents the people 
and which concedes that the people arc 
supreme - is to take serious and genuine 
cognisanceofthe issues raised by the .stiugglc, 
and try and understand what are the reasons 
on which the project is being challenged. 

Further, evn in the tribunal award as it 
is today, many of the fundamental 


assumptions wi which the award was based 
are now not vdid. For example, the tribunal 
had estimated the number of oustee families 
as about 7000; however, even governmem 
figures put these at41,000families. Likewise, 
the water availability in the river was 
estimated at 28 million acre feet. Now, it is 
found to be only 22.6. Many other points 
seem not to have been looked into by the 
tribunal. Thus, even on these grounds, there 
is certainly a need to re-look at the tribunal 
award. Further, the tribunal is a static 
document - standing still in im era of at least 
two to three decades ago. The question is, 
how can such a document be supreme over 
the parliament, judiciary and the people 
themselves, who are and have to be ever 
responding to changing facts, situation and 
developments? 

In the parliament, the court orders were 
criticised on the above two grounds. In 
Gujarat, these have become a tool in the 
political games. In the whole process, it is 
unfortunate that none is talking about the 
impact and relevance of the order on the 
people affected by the project or the i.ssucs 
raised by them. Doing .so may indeed lead 
to a dramatically diftcrcni and a really 
effct'tive. socially just and environment¬ 
ally sustainable water policy in the 
country. 

Post Script: In a tacit admis.sion that the 
.Sardar Sarovar Project is not goingtohenefit 
the areas of Saurashtra and Kutch. the chief 
mini.stcrorGujarat annoiinccd-inthc middle 
of all the din raised about the SC order on 
SSP - that the government has decided to 
revive the Narmada “pipeline” scheme (a 
scheme that will pick up water from the 
Narmada river and pump it through pipeline 
to Saurashtra and Kutch). The scheme, 
sanctioned and given budgetary allocation 
by the Congre.ss governmem in Gujarat, hod 
b(x:n .scrapped by the BJP government. It is 
expected to cost about Rs 500crore, less than 
one year's expenditure on the SSP, and will 
be completed in about 3-4 years. The CM 
also announced lhatthey will think posit-vciy 
about the Kalpasar scheme, which proposes 
to build 50-70 km long dam across the Gulf 
of Khambhat, clo.se to the .sea and enclose 
the sweet waters of the several rivers emptying 
into it, creating a huge sweet water lake. This 
scheme is supposed lo supply water to 
Saurashtra. A pre-feasibility report of the 
scheme is under preparation by the Dutch 
consultants Hoskoning and is expected to be 
submitted any time now. 
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Elections and the Working Class 

Puzzling Political Response 

AKRoy 

In the last general elections when the working class was expected to 
react angrily against the new economic policy and lend support to 
left forces, it appears to have moved away from the left. This is 
specially in evidence in major industrial and urban areas, which once 
saw strong working class formations. Why has this change come 
about? 


I 

THE I lih Lok Sabha election was a crucial 
political battle for the working class. Tlte 
major issues before the country were the new 
economic policy (NEP) and corruption. The 
working class was opposed to the NEP and 
the Left exposed corruption. It also came to 
Iiglit that whileother parties like Congressf I), 
Bharatiya Janata Party (BJP), Janata Dal 
(JD) were involved in corruption the left 
parties remained free from it. The.se favour¬ 
able factors created expectation that the Left 
would fare well in the election. But this did 
not happen. After having a United Front 
government at the centre with left partici¬ 
pation and support barring BJP from power, 
though there is an attempt to present the 
subsequent events as a political success, the 
stark fact remains that the strength of the Left 
has decreased in ihc election and the working 
classhas been further marginalised in politics. 
The UF government may have the number 
one from JD and the number two from CPI 
but is actually dependent on Congressfl) for 
its survival and is to follow its economic line 
So the old NEP continues and the govern¬ 
ment’s first budget advtx'atcs disinvestment, 
libcraii.sation and concessions to the multi¬ 
national companies (MNC). Even the con¬ 
troversial Pension Bill has been pas.sed which 
the previous Congrcss(l) government had 
failed to enact. With anti-working class 
policies continuing the Left is in a dilemma 
having one foot in the government and the 
other outside. Tho.se who were delighted to 
.see the right fragmented in the election arc 
now finding themselves divided in the 
subsequent political process. 

Though the position is unenviable it is not 
enough to bla'me the left for everything. A 
deeper assessment is called for. The working 
class is the ba.se and the left parties are the 
superstructure. Did the base support the 
superstructure? The answer is ‘no’. This 
means thot the working class voted again.st 
its own interests, favouring tho.se parties 
who supported the NEP and rejecting the 
Left who opposed it. This absurd position 
deserves open di.scussion before any fre.sh 
agitation is launched as has been planned in 


Delhi. The bourgeoisie sustains an unequal 
system exploiting the working class not only 
by force but al.so by spreading an ideology 
that justifies cla.ss inequalities. Even in 
economic battle the left must sec that the 
working class develops a true consciousness 
to reiili.se the real nature of the unjust sy.stem. 
In the past the small-holding peasants of 
France used their voting right against their 
own interests and allowed themselves to be 
subordinated. Marx prophesied that unlike 
the French peasants, t lie industrial proletariat 
would become conscious as the conditions 
of life in the factory would make them aware 
of their interests and the strength of theii 
unity. But in the Lok .Sabha election it was 
ob.servcd that noi only did the industrial 
workers fail to see thcirownclass interests but 
even gave the leadership in going against it. 

There may be many reasons behind this 
strange behaviour ol the working class, but 
out of them three may be examined. Firstly, 
there are some basic deformities in the Indian 
working class, inherited from history, 
preventing it from shouldering its political 
respon.sibilities at cnicial moments. Secondly, 
there are some basic defects in the trade 
union mo vemeni disarming the working class 
politically. Thirdly, there arc some new 
developments in the world crippling and 
derailing the working class. Whatever it may 
be, a correct diagnosis of the ailment is vital 
as any radical movement would need the 
leading role of the workers. 

II 

While looking back to the historic roots, 
the modern working class is found to he the 
product of the industrial revolution which 
brought into being the capitalist mode of 
production and exchange. There were toilers 
before but nut these industrial workers, 
capable of bringing about a social change. 
Modern industries have armed them with 
knowledge, skill and organisation, giving 
this capability. They emerged in four stages: 
mercantile capitalism (1500-1760), classical 
capital ism (1760-1870) colonial capitalism 
(1870-1949), and post-colonial capitalism 
(1949-1990). Now without the socialiM world 
and with GATT, the unipolar world has 


entered a fifth stage: neo-colonial capitalism, 
with the US replacing the UK from the 
leadership. 

This chapter of 500 years presents an east- 
west divide with uneven development where 
the west advanced at the cost ol the cast. Hie 
ealendarof the west maichcd forward through 
various siKio-political upheavals such as the 
Republican Revolt in England (1649). French 
Revolution (1789). American Civil War 
(1865), and German Resurgence (1870) 
whichcontrHstwithlndia’scalendarofsuccs- 
sive setbacks as the Battle of Plassey (1757). 
Third Maratha War( 1818). Sikh War( 1845) 
and the failed Indian Mutiny (1857). So 
when industrial revolution with its centre in 
England was spreading into Europe with the 
steam engine, spinning mill and dynamo, 
India along with the entire third world lu.st 
freedom and had to servo as a colonial ap- 
pendageof the metropolitan west quickening 
the process of indu.strialisation in the master 
country but suffering a forced disintegration 
of its own without developing a substitute. 
Since 1813 various fi.scal measures were 
taken to stop export of Indian gtxids and to 
promote the import of English giuxls. This 
destroyed cottage industries and increased 
the pressure of population on land from 59 
per cent in 1860 to 72 per cent before 
independence (now 68 per cent). IJeclinc of 
the traditional ct^nomy and riscof population 
fn>m 1.3 crores at the time of Plassey to 25.4 
crore in 188 i led to the migration of labour 
from India whose number reached seven 
million.apheno mcnon despi le Gul f war and 
immigration laws, is now visible providing 
‘invisible’ foreign exchange income. With 
Ihc NEP the history is, a.s if, reversed pushing 
the country back to Ihc dark colonial days 
with MNCs playing the role of Ihc East India 
Company dc.siroying indigenous industries 
spreading comprador culture aping foreign 
while reviving old superstition prc.scnting a 
unique s|x;ctaclc of tied gents and dyed ladies 
feeding milk to lord Ganesh with a burrowed 
computer in hand. 

However, the law of social dynamics has 
its own logic and that led to some develop¬ 
ment as required to take Ihc raw material u..i 
and to bring manufactured gtKXls as narrated 
by Dad.abhai Naorojee in his dram theory, 
a featuic which is also reappearing under 
NEP with new stress on opening new ports 
and to strengthen shore-oriented communi¬ 
cation sy.stem without producing or manu¬ 
facturing. In 1853 the railway came, I8SS 
the telegraph; coal mining started and then 
the iron and steel industry. Textiles, jute, tea 
siartcd even earlier. The Factory Act came 
into being in 1881 recording the number of 
factories as 2,936 employing 9,50,973 
workers in 1914 (figure in 1989, 2,17,560 
factories employing 79,93,0(X) workers). In 
other countries with the advance of capita- 
li.sm, the artisans andcraftsmen dispossessed, 
found employment in large industries 
bringing a rational outlook and skill in the 
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workingciass. Butin Indiacottage industries 
were destroyed in colonial interest and aBer 
a gap of two generations some industries 
grew haphazardly with old skill lost. Thus 
initially, the new class, the industrial workers 
came into being without skill and with rural 
drag. Are these initial deformity inherited 
from history still continuing to prevent the 
working class from taking the leading role 
in the social and political change? 

This docs not seem to be logical as in ihe.se 
100 years lot of water has flowed through 
the Gange.s. The society has seen constant 
upheaval, and the workers inconstant .struggle 
moulding the character ofboth. From it birth 
the working cla.ss had to face hostility from 
both the country’s capitali.sts and foreign 
imperialists dc.spite contradictions between 
the two. Workers carried out many struggles. 
About 1.200 workers of Howrah railway 
station struck work in 1862 demanding eight 
hours work 24 years before the Chicago 
movement, celebrated as May Day through¬ 
out the world. Strikes took place in the 
Government of India Press (190S), Basu and 
Co (190S) and East India Railway (1906) 
synchronising with the Swadeshi movement 
shaking the unjust system. There was a 
political strike in July 1908 against the arrest 
of Bal Gangadhar Tilak which was praised 
by Lenin from far-off Russia: “in India too 
the proletariat has already developed con¬ 
scious political mass struggle and that being 
the case, the Russian type British regime in 
India, is doomed”. Then came the heroic 
struggle of the Sholapur commune from 
February to July 1928 in Maharashtra, where 
even political power was wre.stcd for the 
time being by the workers. In shat p contrast 
to the narrow parochialism of the present the 
patriotic working class of those days never 
gave up internationalism. The impact oi the 
Bolshevik Revolution of 1917 was felt in 
the birth of the All India Trade Union 
Congress in 1920 and the Communist Party 
in 1924 with the slogan of land to the tiller, 
bread to the worker and freedom to the 
people and tn extending support to the 
British coal workers fighting their masters 
in England. Thus whatever may be the 
beginning the working class emerged as a 
political force asserting its nile in the 
country’s affairs. 

Ill 

So if the workers fail to perform their 
political duly today the fault is to be found 
in the present and not in the past. The old 
lag was overcome but the new drag has come 
after independence not only slowing the 
pace but even moving the clock backwards. 
In history also such type of going back took 
place hefore.oneexample being reappearance 
of slave system in America after thousand 
years of its demise in Europe and Asia which 
had to be evaded through a civil war in 186S 
as the offshoot of colonial capitalism. Is it 
because of the neo-colonial global capitalism 


deformingeverything in the nameof ‘reform’ 
which is responsible for the return of many 
old symptoms of the past affecting even the 
working class? Before going deep into it one 
must gauge the extent of about-turn. If the 
electoral behaviour of the working class is 
taken as the mea.sure of its political conscious¬ 
ness and direction it is found that up to 25 
years after independence, i e, early I97()sthe 
working class and the urban areas voted the 
left while the rural areas backed the right 
with the result that the latter used to have 
its supremacy over the country. But after the 
emergency things started changing and after 
the NEP in 1991, things took a drastic turn. 
'There was a time when al I the Lok Sabha scats 
of Calcutta used to go to the left, Bombay 
elected Dangc and his sister, Jamshedpur 
turned pink. Kanpur and Bhopal remained 
left. Even in the ninth parliamentary election 
(1989) some members from the left got 
elected from the working class belt but in the 
10th and 1 Ith, specially in the latter, where 
the woi king class should have reacted angrily 
after becoming the victim of the NEP fur five 
years and observing the involvement of the 
rightists and centrist parties in scams, the 
picture has been totally opposite to the ex¬ 
pectation as would be evident from the 
results from 20 major urban and industrial 
belts: 

(I) Calcutta - Congressd), (2) Mumbai 
- BJP-Shiv Sena, (3) Chennai - DMK- 
Congres.s(T), (4) Delhi - BJP Congress. 
(5) Bangalore - BJP, (6) Kanpur - BJP, 
(7) Ahmcdabad- BJP, (8) Faridahad - BJP, 
(9) Bhopal - BJP. ( 10) Sholapur - BJP. 
(II) Bhilai - BJP. (12) Bhubane.shwar - 
Congres.s(l), (13) Dibrugarh Congrc.ss(l). 
(14) Howrah - Congressd), (IS) Dhanbad 
(Bokaro) - BJP. (16) Jamshedpur - BJP, 
(17) Hazaribag - BJP, (18) Ranchi - BJP, 
(19) Giridih - BJP. (20) Kixlsma - BJP. 

Dissecting the parliamentary consti¬ 
tuency in the assembly segments, things 
become still more clear as in Dhanbad- 
Bokaro constituency in semi-industrial rural 
segments like Sindri. Nirsa Chandunkeyori 
the left fared well but in the industrial and 
urban .segments like Dhanbad. Jharia, Bokaro 
where it devoted most of the time to the 
trade union movement it could not make its 
presence felt re.sulting in an inglorious defeat. 
Workers held the red flag for bonus but went 
even ahead of the rural people in stamping 
the lotus. How do we explain this paradox 
and how to ciwrcct the situation? 'Ibis has 
come as a .icw challenge before the left 


which stands nowhere after being disowned 
by the working class politically. 

Some light may be obtained about this 
apparently contradictory political response 
by analysing the composition of the working 
class and the nature of the trade union 
movement. In India the percentage of 
economically active population was 34.10. 
i c. 28.59 crores out of total population of 
84 crores. There is not much change in this 
percentage in the last 20 years, 33.45 in 1981 
and 32.9 in 1971 while the Asian average 
is 40 and the western above 50. Of the total 
working population, 25.938 crores (90.66 
per cent) arc in the unorganised sector and 
2.67 crores (9.34 per cent) in the organised 
sector, in the unorganised sector (here were 
6.4crorcs poorpsasants, 7.5 crorc agricultural 
workers, 2.8 crores engaged in construction 
and other non-agricullural work and 1.46 
crores in household industries. Similarly out 
of 2.67 crores tn the organi.sed sector 1.6 
crores arc in the public sector and 0.77 crore 
in private sector. In the public sector units 
(PSUs) only 22.5 lakh workers, i e, 0.75 per 
cent of the country’s working population is 
engaged. These are other ways of dividing 
the working people into categories. 

One such way shows that out of the 29 
crore working people about 16 crores are 
.self-employed (cultivation + cottage 
industries). 9 crores in casual employmcn* 
and 4 crores in regular jobs. Whatever way 
one may go the stark fact remains th.'itde.spite 
all plans and exercises most of the working 
people are engaged in the rural sector without 
any proper records and a very small portion 
is in regular employment and even smaller 
in organised sector and not mure ihati 3 per 
cent ol the working people can be called 
indusirial workers, private and public sector 
combined. 

Regarding organisations amongst tiie 
industrial workers on the trade union front 
the picture isof steady increa.se in the iiumbei 
of unions and decrease in their real 
membership. So while in 1971 there were 
22,121 unions with 54.71 lakh members, in 
1988 there were 46,889 unions with 50.76 
lakh members, i e, per union membership 
has been reduced to half showing fragmen¬ 
tation and not unity. So only 2 per cent of 
the working people are unionised. This is 
also on paper, the picture on the ground 
is still more dismal. Can such a small sec¬ 
tion lead the rest and can a class under frag¬ 
mentation carry the mes.sagc of unity to the 
rest? 


Tabli-; Populahon and Labour Force 

(in crore) 


Year Poputalion 

Cultivators 

Workers 

Agriculture 

liidu.stries 

Household 

Others 

Total 

Workers 

l‘>71 .‘S4.82 

1981 66.5.1 

1991 8.1.85 

7.8.1(14.1) 

9.25(1.1.9) 

11.07(13.2) 

4.75 (8.7) 
5.55 (8..1) 
7.46 (8.9) 

0.64(1.16) 

0 .ri 6 (l 16 ) 

1.46(1.76) 

6.68(10) 

8.60(10.26) 

18.05 (32.9.5) 
22.25 (.13.45) 
28..59 (.14.10) 


Figures in parentheses are percentages. 


696 


Ecoriomic and Political Weekly April 5, 1997 



IV 

However, the basic issue is not the number 
of inthistrial workers but their quality anti 
politics. Whatever may be the percentage of 
workers in the organised .sector they alone 
are technically md politically eligible to 
give leadership tor social change. So there 
is a bend to separate and even alienate the 
head from the body or engine from the bogie 
so that the locomotive of history cannot 
move or get derailed. This is being tried by 
widening the gulf between the rural and 
industrial workers and amongst the industrial 
workers between the organi.scd and un- 
organi.sed sectors and amongst the organised 
sector workers between the public sector and 
the private sector, large-scale and small- 
scale units. The organi.sed sector is capital- 
intensive engaging more than 10 times the 
capital stock per worker comirarcd to the 
unorganised sector and due to superior 
technology the gross domestic product (GDP) 
per worker is four to five timds that in the 
unorganrsed .sector. In a recent meeting of 
the labour ministers, (he central government 
has appealed for Rs ^5 as minimum wage 
in the unorganised sector while in the public 
sector enterprises in the organised sector a 
worker gets more than Rs 2(K) per day. .So 
the difference between the remunerations of 
the workers in the unorganised and organised 
.sectors is mure than that between the orga¬ 
nised sector and the management executive. 
This has given adual character to the workers 
of the organised sector. In production 
relations, they are nearer to the workers ot 
the unorganised .sectorand in economic status 
ncarerto the ruling executive; whose politics 
would they uphold? This depends on the 
pitch and direction of the struggle. If the 
pitch is high and the direction is straight 
against the ruling class, then the organi.sed 
sector workers integrate themselves with 
their ‘brothers’ in the unorganised sector to 
win the battle. But when the struggle is of 
low pitch aiming at some routine benefit and 
the direction is lia^y, then the ‘brothers' are 
found to be a liability. But one thing is 
certain: minus the head, i e. the workers of 
theorganised .sector, thu.se of the u norganised 
sector, however large ihcir numbers may 
he. remain disarmed ideologically and 
rudderlc.ss organisationally and are easily 
swayed by the political wave created by the 
ruling class by its money, mu.scle and media 
power. 

This strategy of separating the engine from 
the bogie and then derailing instead of 
collision is found to be quite safe. The NBP 
has come with further rctmement on it by 
tagging it with global division of labour 
which means that the number of workers in 
theorganised .scclorur in regular employment 
should be reduced using Exit Policy but 
those kept should be paid more to take them 
‘nearer’ to the global cadre and local exc- 
cuti ve. The position of the trade unions would 


be difficult. They would fail to resi.st ‘Exit 
Policy’ as the offer was lucrative being a part 
of grand design of deindustrialisation where 
there was no lack of fund - 'national renewal 
fund’ (NRF), making the area small and 
small is both beautiful and manageable. There 
is no question of opposing embouigeoisation 
of the remaining furthei separating from (he 
unorganised sector as that would break the 
trade union, now mostly conitned to the tiny 
yet effective orgiintscd sector itself. Where 
industrial growth is unavoidable care is taken 
that the growth is jobless being capital- 
intensive and (he capital goods are imponed 
thus further curtailing the share of the 
indigenous organised .sector in the global 
division of labour. 

In this changed context of peaceful ex¬ 
ploitation and class collaboration care is 
taken to integrate socially al.so the skilled 
organised workers with the ruling class 
through the English medium schiml, spread¬ 
ing TV culture, promoting drinking and 
encouraging faith and superstition with 
spiritual pollution so that the spirit of revolt 
evaporates and they start aping the nouveau 
rUheawi fearing the common toiling people. 
With the organised workers becoming status 
quoist the social revolution, (he outcome of 
industrialisation, remained incomplete and 
the dignity of labour is further diluted. The 
shadow of the rural caste system over 
industries which was already there got 
enlarged with each passing day after 
independence so that the upper castes today 
dominate ofliccs and supervisory jobs while 
ill the hard work of miner loaders in the 
colliery or operators of coke oven ‘bhattis’ 
in the steel plant there would always he a 
m.'ijority of .scheduled castes and scheduled 
tribes. 

Clo.scly aligned with class character the 
caste character determines one's mental 
attitude to physical labour and what is worse 
It tics each segment of society to its birth 
and not worth stopping all vertical nKivcments 
vital forimprovcmcnis. Independence move¬ 
ment and economic compulsion weakened 
the old caste system. But with the NEP and 
(he trend before (hat undermining self- 
reliance and hard work and highlighting 
collaboration and the easy path, a new caste 
system has come with foreign technology 
and imported computers, and the parasitic 
elites (mostly upper castes) have got a new 
lease of lilc with a new philo.sophy of 
consumerism and get-rich-quick tliruugh 
commissions; mintingmoney without adding 
any material value, drowning the country in 
corruptionas revealed in the numerous scums. 
The NEP IS the mother of alt scams and so 
the father of the NEP is to be tried. 

Apart from demoralising the common 
workers as inferior ..pecics the social fall¬ 
out of thecomputer aristocracy is disastrous. 
Previously rural poor used to join industry 
as ca.sual or contractual workers and from 
contractual workers they used to become 


regular workers and in the process they uscu 
to gather skill and go up in the organised 
sector. So the workers in the organised sector 
in the past used to be pro-work, pro-|K)or. 
pro-people and so pixr-lcft. Now as the harijan 
cannot become a hmliinin so a contractual 
worker cannot becomccvcn aiegular worker 
and is to die as contractual worker despite 
doing hardest work with minimum wage and 
even reguliu workers in the organised sector 
are ‘recruited* .separately Irom the land¬ 
holding class of the village nr rc.sourccliil 
urban middle cla.ss who arc generally mini 
exploiter, anti-poor and .self-centred and so 
anti-left. So in the industrial areas one cun 
find old workers pro-left but the new 
‘workers’ anti-left Thus unorganised and 
organised sectors have become two new 
ca.stcs in the working class and are lust 
developing antagonistic relations. With the 
engine and the bogie not only .separated but 
colliding how would the locomotive of 
history move? 

Thus industrial centres have become the 
hotbed of ruling cla.ss politics. The greatest 
ca.sual(y is the work culture and the biggest 
beneficiary is the communal culture. So in 
place of the Sholapur commune we get 
Jamshedpur riots. The stress is now nut on 
primary and .secondary sectors but on the 
tertiary sector. So to become a worker pro¬ 
ducing something is no more glorilying but 
to become a middleman even doing a shady 
deal, is. While righi'st pi-htics always picks 
up is.su&s hiding thccliVis que.stion, left politics 
hanks only on that. Even the left can face 
election to uphold the working class identity 
and leadership. But when the new separated 
organised workers arc not themselves setious 
about their working class identity and like 
to call themselves ‘employees’, at least 
nobody is ready to ‘say with pride’ that he 
isa worker who would stump forthe working 
cla.ss’s place in politics. So natuially in all 
the industrial centres with high concentration 
of the organi.sed working cla.ss there would 
be the .search of the identities based on 
religion, caste, region and above all money 
and the righti.sl parlies with NEP would 
succeed in election. 

V 

As India remained a victim of uneven 
development at the crucial moment of 
industrial revolution, so within India also the 
history did not move at the same pace every¬ 
where leaving patches of underdevelopment 
projecting economic, social and regional 
disparities. Contradiction existed between 
agriculture and industry, village and town, 
hills and plains,apart from between different 
social groups. With the capitalist way of 
development these disparities and contra¬ 
dictions increased after independence 
creating a problem of internal colonics. The 
correct handling of all contnidictions by 
lining them up with the main contradiction 
can bring a social revolution and failure to 
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do so will lead to stagnation or chaos, with 
one contradiction cutting the other, when 
there will be turmoil causing pain without 
gain as is the case today. Secondly, in the 
process of development the spontaneous 
trend of the downtrodden mostly in the pre¬ 
capitalist state will be towards capitalism, 
and this new capitalism is fiercely anti¬ 
communist even after being indebted to the 
communists for its development as the case 
in Tripura, Gorkhaland and Jharkhand. As 
the workers come from this society both 
organised and unorganised, the left is in a 
difficult position. If it docs not help the 
downtrodden its politics fails and if it helps 
and makes them stand up it only creates one 
more opposition. 

So what is to be done? Here, one feature 
is clear. Where class struggle takes the lead 
other strifes cannot take the upper hand. So 
caste or communal riots arc less in the left- 
run states and they totally vanish in naxalitc- 
held areas. So while peace marches or 
sermons cannot prevent riots, class struggle 
can. But here also success depends on the 
type and scale of the struggle. It appears in 
democratic struggle which the left leads such 
strifes involving castes, communities and 
regions and ill-feelings hurting the left and 
helping the right in elections can only be 
minimised but cannot be eliminated as in 
revolutionary struggle with arms which the 
naxalitcs lead. So the tribals are leading with 
the red Hag in the jungles of 'Lalkhand' in 
Bihar while the same tribals are opposing 
red flag in 'Jharkhand' just beside that. With 
electoral politics alienating the downtrodden 
with capitalist development and revolu¬ 
tionary politics segregating the downtrodden 
from the main.stream with extremism the left 
stands to be the loser of votes even in its 
traditional belt, a major section of which 
happens to be an industrial area. Along with 
this unresolved political problem another 
crucial question is: which class is giving 
leadership? The working class can fight the 
NEP and uni te with the social ly and regional ly 
underdeveloped in a common front but the 
middle class (employees) cannot even with 
a red flag. So the biggest problem before the 
left is not to proclaim working class politics 
but to project working class character as 
even the proletarian politics is caged in the 
hand of a parasitic class running the left and 
the trade unions. How to liberate the red flag 
and how the party is to be declassed? This 
calls for a cultural revolution along with 
class struggle as a way out. Not the renewal 
of membership but the renewal of the class 
is required in the leadership. 

The trade unions when they unite the 
workers with broader society around with 
some common demand, they act as the vehicle 
of social change but when they separate the 
workers with sectional economic benefit they 
act as the instrument of embourgeoisment. 
Isolated affluence of the industrial workers 
has an adverse effect on their class con- 


schMisness. The workers were corrupted by 
the fruits of colonial exploitation in the past 
stalling revolution in the advanced indus¬ 
trial countries like England and America 
belying Marx. With uneven development in 
the world and jntemal colonics within the 
country this phenomenon also operates 
alienating the workers politically from the 
left even after engaging it for econonlic 
benefit. This factor is also involved, at least 
partially in developing capitalist motivation 
in the ruling elitcs'of Russia leading to their 
sudden discovery that they are 'European' 
and not a part of the world proletariat which 
led to the demolition of the Soviet Union. 
It has already been mentioned that the aim 
of the NEP is to have fewer workers with 
more pay, and so the rightist trade unions 
arc to stress for more pay and the leftist 
unions for more employment. In this score 
also the left unions face difficult choice. If 
they fail to compete with the right in raising 
demand for higher pay they would be rejec¬ 
ted and if they fight and bring more benefit 
the fattened workers would leave their 
company. So the political objective of the 
left dasher with the economic objective of 
the unions making trade unions not the 
nursery for socialism butaccntrcforinfccting 
capitalist motivation among workers. Inthis 
electoral battle it was found that there were 
industrial centres whereelectoral support for 
the left decreased after its union was formed 
there. 

in short any struggle for benefit for any 
section which is already better-off in its own 
class injects bourgeois motivation. This is 
exactly what the trade union movement is 
doing making the left loser. The reason that 
the struggle against the NEP has not taken 
off properly is that it has remained confined 
to the protection ot the benefits of public 
sector employees including the removal of 
the higher ceiling in paying bonus and 
increasing the limit for income tax deduction 
while the common peopicof this pour country 
are far removed from these ‘problems'. So 
how are all these movements in their interest 
and why should they get involved in it? The 
main thrust of the NEP is on privatisation, 
liberalisation and globalisation, i c, de¬ 
industrialisation by import, derailing the path 
of setf-relimceand ultimately enslavement. 
But no .serious struggle had developed, 
though, where such struggle did take place 
as against the Dalai Cement factory 
privatisation in UP, IISCO privatisation in 
West Benga . it left an impact even without 
being carried forward. Ju.st as the organised 
working class is not concerned about the 
working class identity except preserving its 
own pri vi leged status, so the left is not serious 
about swadeshi and .self-reliance and its 
ministers fly the same of other colours to 
fetch foreign direct investment and entice 
MNCs, though the real capital which can 
build a state lies an their shelves, i e. Das 
Kapilal of Marx. 


In the current situation wten the working 
class alone, the productive force, can emerge 
as the saviour provided it is imbibed in 
correct politics. So there is a campaign from 
the ruling cla.ss that.the workers should be 
kept out of politics while all its problems 
are political now. The NEP is no economic 
policy but apolitical deviceof the ruling elite 
to govern which only politically active 
wo'rking class cah face. History tells us that 
in ail critical juncture direct intervention of 
the working class showed the way. whether 
that is socialist revoltuion in Ru.ssiain 1917 
or parliamentary democracy of the 19th 
century in England which wits the gift of the 
Chartist movement of 1832. So even the 
bourgeoisie got political power through the 
workers' movement. In India the rule of the 
workers is even more vital. 

The question is which is the politics that 
the working class should imbibe to give 
leadership at this moment? It is anti- 
imperialism. In the Briti.sh India the anti- 
imperialist movement was led by the 
bourgeoisie and the middle class whose 
dilution has ted to all these maladies. This 
is inevitable in capitalist mode of develop¬ 
ment and the bourgeoisie cannot remain 
independent and fticenco-colunialism. Today 
the movement can and should be revived 
and led by the working class by boycot¬ 
ting foreign goods, collaboration and pre¬ 
venting if required physically the entry of 
MNCs, the offsprings of old East India 
Company, now out to deindustnaiise the 
country reducing the producer country to a 
market ut foreign goods. The fight against 
the NEP is nothing short ot a second 
independence struggle lor which the working 
class is to be called for. So the trade union 
movements are to be drastically reoriented 
increasing the social activity concentrating 
in the agricultural sector bringing about 
dcfeudalisation rather than giving time to 
give economic benefit to the section already 
benefited. 

The thrust should be on a national wage 
policy and nut on separate wage boards. If 
there can be a uniform civil code, why should 
there not be a uniform economic code for 
the working people? The barriers of casics 
and communities can be demolished only by 
launching struggle against the parasitic elites 
enforcing code like 'one man one job'. The 
uniform economic code is possible through 
uniform technology in all spheres of 
production by opposing the import of 
technology where it is not absolutely 
necessary and developing our own. This 
would be a mixture of cultural revolution 
and class struggle following the path of 
.struggle and reconstruction to complete the 
unfinished social revolution, a move which 
alone can re-establish the left in politics with 
the working class as the base regenerating 
the degenerated society. 
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PAKISTAN 

Political Economy of 
the Reform Package 

Akbar S Zaidi 

The Nawaz Sharif government’s mini-budget and economic reforms 
herald the rise of the middle classes to political power. They reflect 
also the naivete of these classes. 


AFTER the dcuth of General Zia itl Haq in 
1988, when Nawaz Sharif emerged on the 
political scene as an independent entity, he 
was first seen as a representative and 
spokesman for the upwardly mobile 
indigenous urban middle class, essentially 
of the Punjab. Many observers believed 
that the Punjab was the only province at 
that time which had a large and idcntiHahlc 
middle cla.ss, and once the wave of pro- 
Bcnazir .sentiment would die down after 
her triumphant return to the Punjab in 1986, 
Nawaz Sharif would emerge as the true 
leader of the province, and possibly of the 
country. The 1990 elections, though they 
were considered to be rigged by the Inter 
Services Intelligence (LSI), may have been 
the first reflection of the fact that a new 
Paki.stan had emerged and a new type of 
economic and political class had finally 
matured and lound at least one national 
leader. 

Although Pakistan's politics has been one 
of coups, intrigue, betrayal and deceit, the 
thesis that a new Pakistan had emerged, 
was given further credence by the extra¬ 
ordinary victory of the Pakistan Muslim 
League and Mian Nawaz Sharif in the 
elections of February this year. Pakistan's 
urban middle class, rich pea.santry, indus¬ 
trialists, traders, prolcssionals, and .so-called 
economically forward looking or progres¬ 
sive forces, had final I y arrived. Of course, 
the Benazir Bhutto government in general, 
and Asif Zardari in particular, helped play 
a role in the possibility that the thesis be 
concretised, as did the interests of president 
Farooq Leghari. Nevertheless, behind all the 
shenanigans of palace politics, it was 
maintained that the middle class revolution 
had actually begun and was awaiting frui¬ 
tion. For those of us who have gone hoarse 
arguing against the primacy of feudals in 
politics, the election results finally gave a 
moment of vindication. Now, surety, you 
must believe the tew of us who have argued 
that feudalism as a dominam economic 
category, and now also as a political force. 


has been marginalised in Pakistan. The few 
remnants that do remain, and there are just 
a few, hold on for dear I i fe to the few privileges 
left to them. 

The political economy of the Nawaz Sharif 
regime, that he represents the urban middle 
class, industrialists, traders, etc, could not 
have been crystallised better than by the 
economic reforms package announced in 
the last week of March. If ever politics 
reflected economics, and vice versa, this was 
the moment. The mini-budget of March 27 
seems to be a partial return made to the 
constituency that has supported and inve.sted 
in Nawaz Sharif, for politics too is after all 
a business. 

The salient features of the economic 
reforms package are by now well known, 
and only (he main features need be mentioned 
here. There has been a huge reduction in 
personal income tax rates, with the large.st 
beneikiaries those who, not surprisingly, 
earn the largest amount of income. As 
there are only 8.00,000 registered tax¬ 
payers in the country in the first place, this 
small segment of society receives some 
benefits, which arc unevenly distributed, 
with the higher salaried individuals gaining 
the most. 

Banks, and public and private limited 
companies have had their corporate income 
tax rates reduced by 3 to 8 per cent, with 
private companies getting the biggest break 
of 8 per cent. This group is considered to 
be the real economic backbone of the Pakistan 
Muslim League, and here perhaps the link 
between economics and politics is probably 
clo.scr and more organic. Traders arc an 
equally important category for Nawaz Sharif, 
and they too have got a huge boo.st as import 
duty has been reduced by almost a thiid at 
one stroke, trom a maximum of 65 per cent 
to 45 per cent. Moreover, the rationalisation 
of tax slabs, with the number reduced 
considerably, will also simplify things and 
help the traders. With a cut in tariffs, prices 
of imported commodities will fall markedly, 
as they already have within the first week 


and this should help the middleman, 
transporter and trader. 

A reduction in the general sales lax from 
a maximum of 18 to 12.5 per cent should 
also boost trade, consumption and, it is 
assumed, industry. More importantly, this 
measure favourably affects the urban middle 
class consumer, as it does all other consumers. 
However, Nawaz .Sharif s key vociferous, 
organised and volatile supporters, the urban 
consumers will also get to gain as a conse¬ 
quence of the cut in the import tariff. These 
steps will have a definite positive impact on 
the inflation rate as well, and prices arc likely 
to fall in the next few weeks, having a 
favourable impact on all sections of society. 
More support for Nawaz Sharif. 

I would be the first to defend the thesis 
presented above about the emergence of a 
new class, composed of a number of groups, 
which include traders, middlemen, 
transportci's, and a host of other entities, 
which emerged partially through the local 
bodies process of the iOBOs and is now in 
a process of maturing. Nevcrtheic.ss, I would 
also be the first to point out the numerous 
contradictions that exist in (he formation 
of the.se classes and groups and in their 
existence with each other. This is not a 
harmonious Iftt or existence, and a multi¬ 
tude of currents coexist. Even the mini¬ 
budget had its share of contradictions 
clearly manifested in it. 

The steep cut in import duties in one go 
docs not bode well tor the Pakistani 
industrialist, pam|)cred and nurtured by state 
protection behind huge tariff walls. The 
contradiction between the traders and the 
industrial ists is apparent in this struggle over 
tariff walls and protection, but perhaps the 
traders have won this round as the fall in 
tariffs has been inevitable for a number of 
years and industry hud bcim forewarned, 
t.spccially with the emergence of the World 
Trade Organi.sation (WTO). Not even the 
most ardent of nationalist industrialist could 
have dealt with that inevitability. 

Pakistan's middle class revolution has been 
in progress for some time now, but has still 
to concretise itself in a .self-assured sort of 
way. It is getting there and perhaps the repeal 
of the eighth amendment and the removal 
of the extra-parliamentary powers of the 
president was indicative of this progress. 
Bc.sidcs, while the Pakistani middle class 
capitalist revolution may be far more 
advanced and progressive than the feudal (or 
whatever one wants to call it) system, yet 
it is nut possible to romanticise about our 
middle class. Pakistan's middle class, maybe 
because of culture, or military dictatorships, 
or because it cannot decide on its own identity. 
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is an evolving, immature, crude, greedy, 
selfish, narrow-minded middle class, whose 
only pursuit is self-interest. The type of 
democracy and the type of government which 
exists in Pakistan (which Pakistan’s liberal 
and westernised elite abhors, for it fails to 
understand how these forms evolved in the 
first place), and to which this cla-ss belongs 
and subscribes, does not belong to any 
imaginary or ideal form of .society, but is 
very much a relleclion of social, cultural and 
historical processes specific to Pakistan. 
Good or bad, Pakistan’s democracy and 
governance represent who we are, and how 
we function. To expect (hat things would 
be very much different is mere wishful 
thinking. 

The mini-budget and the evolving 
economic and social programme of the 
present government reflects, at times, the 
naivete of our middle class. This class is a 
largely self-made class, which has worked 
hard, but has also learnt the ropes as to how 
to succeed in Pakistan. Its success rests on 
its ability to be more street smart than 
academically wise. It is a ‘chaloo’ class, and 
has got there without much formal education 


and does not really grasp the importance of 
social development. Although it is beginning 
to see the benefits of this typeof development, 
it still has a long way to go. Hence the 
ab.sencc of any social programme on the 
Muslim League’s economic agenda. This 
class does nut realise - for it has never 
needed to, as it has not itself gone through 
this process - that success in tlie modern 
age is predicated upon human capital 
formation. When it finds the need to do so, 
it will have to act accordingly. 

Many commentators have held the belief 
that Nawa^ Sharif and his party represent 
anti-feudal Pakistan as compared to Benaxir 
Bhutto who is s.upposed to draw her strength 
from the ’feudals’. This view then argue.s 
that Nawaz Sharif should have imposed a 
large tax on 'the feudals', by imposing a tax 
on agriculture. Thetwo, howevci, arcdistinct. 
The so-called feudals are essentially large 
landlords and do tend to support Benazir 
Bhutto’sgovernment. However, increasingly 
rich and prosperous, if not also large, 
landlords come from non-feudal sections of 
society and comprise military personnel, 
bureaucrats and middle and rich farmers. 


The tax on agriculture is not a tax on non¬ 
existent feudals, but a tax on theconstituency 
which supports Nawaz Sharif. Hence the 
delay inthisdifiection. An agricultural income 
tax is inevitable; all that needs to be decided 
by the concerned parties is the size and 
extent of the tax. 

For the first time, the middle class in 
Pakistan finds itself in a position to 
consolidate and extend its hold on economic 
and political power. Pakistan’s middle class 
is, however, still immature and evolving, 
and although it has won the struggle over 
whatever constituted the ‘old order’, it has 
not yet captured power in the real sense. 
Some signs suggest that it has begun that 
process. Nawaz Sharif s Pakistan Muslim 
League is a right-of-centre party, if Pakistan’s 
middle classes are going to dominate the 
political process in this country, perhaps it 
IS also time Ibrother, more radical, alignments 
to emerge. It seems probable that Nawaz 
.Sharif s party will stay in power for at least 
the next five years. The challenge it will face 
will not be from either Imran Khan or even 
Benazir Bhutto herself. This challenger lies 
among.st us. 
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PERSPECTIVES 


Religious Fanaticism and 
Communalism 

Asghar Ali Engineer 

Religion in itself is neither fanatic nor communal. The threat to 
socio-economic interests from competing social forces leads to 
politick mobilisation, with religion being used as a pretext. 


RELIGIOUS fanaticism and communalism 
are two different things yet they have many 
similarities. Sometimes it becomes difficult 
to draw a line between the two. These two 
words arcoften u.scd interchangeably though 
not justifiably. We have to understand their 
properconnotations. It is alwavs not possible 
to define every concept correctly and 
precisely. Each living concept is rooted in 
human life and, like it, tends to be very 
complex, hiding within it various dimensions. 
Yet we cannot do without definitions. We 
shall try to define both fanaticism and 
communalism to convey .some of their 
relevant aspects, if not all. 

Before wc go on to define fanaticism and 
communalism wc would like to .say a few 
words about religion as it is a common 
denominator for both. Religion is also not 
easy to define. However, we would like to 
throw .some light on its main characteristics. 
Tbe word religion is of Latin origin and its 
Latin form religio carries the sense of 
binding together. Religion not only hinds 
its followers togetherbul also provides them 
with a system of beliefs, rituals, institutions, 
traditions and a sen.se of sacred. It also gives 
meaning to their life and a way of relating 
them.selves to the universe and its creator, 
in other words, it gives them as .sense of 
divine. Thus, the New Webster’s Dictionary 
and Thesaurus defines religion as follows: 
“man’s expression of his acknowledgement 
of thedi vine, a system of beliefs and practices 
relating to the sacred and uniting its 
adherents in a community, c g, Judaism, 
Christianity..." 

As pointed out above, definitions and 
dictionary meanings do not convey the 
complexities of real life. Fo- the people, 
religion means much more in practice. Many 
of them claim religion is a way of life and 
encompasses all aspects of their lives. Also, 
all religions are not God-centred. In Asia, 
apart from these God-centred religions, there 
have been other religions which are either 
atheistic or indifferent to God like Jainism 
and Buddhism. For these religions, God is 
irrelevant yet they have rich content of 
spiritualism and holiness. They also evolved 
a complex constellation of rituals, traditions 


and institutions. Alsu, fanaticism, may not 
be quite alien to them. 

Wc would now like to define fanaticism 
and communalism. Let us tackle fanaticism 
first. Fanaticism can be defined as over- 
enthusiasm and /.calousness. This over- 
enthusiasm may cross all bounds of reason 
and may tend to become wild and dangerous. 
Fanatics always act zealously. Such 
zealousne.ss may result in severe problems 
for humanity at large. It must be pointed out 
that fanaticism is not related to religion; it 
is related to human psychological type. In 
other words, fanaticism is not religious but 
a psychological category. A believer in 
religion may be open and liberal and another 
may he fanatical and overzealous about his/ 
her beliefs. Unfortunately these two distinct 
categories are often mixed up both by 
believers and non-believers. Many people 
tend to think that religion means fanaticism 
and closed-inmdcdness. It is far from true. 
In fact religion per se is neither fanatical or 
liberal. It is what its follower makes it out 
to be. Also, fanaticism may not be a (icrmuncnl 
charactcrislic of a person. He or she may be 
fnnatic in certain phase of life and may 
become more open in another phase. 
Fanaticism has partly to do with lack of 
knowledge too. One may hold fast to a belief 
simply on account of ignorance. Acquisition 
of knowledge may bring abirut radical change 
of belief. But again there are different 
character types. Some people may refuse to 
acknowledge new frontiers of knowledge and 
may stick fast to their own age-old beliefs. 

Also, at times it becomes difficult to 
distinguish between firmness, zealousne.ss 
and fanaticism. In certain situation firmness 
in one’s beliefs may become socially and 
politically necessary and yet it may border 
on fanaticism. Such situations arise during 
the periods of. radical .social changes and 
political upheavals. The role of ’Ulama after 
the British take over in India is a good 
example of this. They firmly adhered to their 
religious beliefs and traditions. They 
considered the British rule as not only alien 
but also an invasion on their rel igion. Though 
the Christianity Iwhich was formally the 
religion of the British rulers) was not alien 


to them as the Crayon considers it a revealed 
religion and categorises the Christians os AM 
al-Kitah (people of the book), yet the ’Ulama 
developed a strong prejudice against them 
and even described them as kafirs which 
was not technically correct. 

Yet, such a behaviour is nut quite un¬ 
expected in the context of the radical socio¬ 
political changes which were then occurring 
in the country. India was witnessing a great 
socio-political upheaval. Indian people in 
general, and Indian Muslims, in particular, 
had developed a great sense of insecurity 
which any social or political upheaval 
naturally brings. In such insecure situations 
one wants to conserve one’s bet iels, traditions 
and institutions. One wants to raise walls of 
separation from the one perceived as 'the 
other*. Tho.se who show such excessive zeal 
in times of upheaval, become totally blind 
to the newly emerging reality and display 
the characteristics of fanaticism. 

Going further back into Islamic history, 
one notices that the sack of Baghdad in 1258 
by the Mongols .similarly induced great .sense 
of insecurity among the Muslims in general 
and the 'Ulama in ptirticular. The gates of 
ijtihaJ (creative interpretation) were clu.sed 
thereafter and tHe dynamism of Islamic spirit 
began to stagnate. Imam Ghazali’s Ihya at- 
’Ulum (Revivification of Knowledge) is 
representative of this sense of conservation. 
Thus, firmness of beliefs in a period of social 
upheaval and radical change can push one 
into the hands of fanaticism. 

Also, one cannot ignore the role of interests 
in determining one’s attitude towards religion 
or any system of beliefs, for that matter. No 
doubt one may tend to be fanatic mainly due 
to one’s sincere zeal for a particular religion 
or political ideology. But, more often than 
not, one’s interests tied to that religion or 
ideology may also make a peison ’fanatic’. 
In this connection it is intere.sting to note 
that during the phase of modernisation in 
Afghanistan in the 1930s, some highly 
orthodox 'Ulama issued a fatwa that it is un- 
islamic to construct roads mainly for the fear 
that if these roads arc constructed modem 
medicines and judicial system will enter the 
remote villages and the 'Ulama will lose 
hold over people’s minds, and may probably 
starve. Many who take religion as their 
profession (being ordained as priests or 
earning one's livelihood through leading 
prayers in mosques or temples, etc, or by 
selling amulets) are more likely to resist 
change since their interests lie in maintaining 
status quo. 

The Indian ‘Ulama also resisted change 
in the post-mutiny period because they feared 
that they will have abiiolutcly no place in 
the British judicial system. The Britishers 
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were ushering in radical changes all around. 
During the Moghul period the 'Uiama 
wielded great influence in several spheres, 
including the political. They feared, and 
rightly so, that under the British, they would 
be losers. The Muslim feudal and religious 
elites lost political and religious power to 
the new rulers. A .section of the feudal elite 
could at least politically collaborate with the 
British but the ‘Uiama had no such avenues 
available. They thus remained vehemently 
opposed to everything British, be it .social, 
legal or political. That partly explains the 
total refusal of the ‘Uiama to collaborate 
with the alien rulers. It is also to be noted 
that the ‘Uiama generally came from the 
poorer classes (either from the lower middle 
or the artisan classes in the urban area.s and 
the poor or marginali.sed pea.suntry in the 
rural areas). They not only had narrow social 
vision but also fell threatened by the modem 
changes and hence opposed them. It is a well 
known fact that the Muslim nrti.sanry was 
totally ruined by the introduction of modern 
British industrial goods and thus they re¬ 
mained the greatest opponents of the British 
rule in India. Many children of these artisans 
subsequently joined the ranks of the ‘Uiama. 
Thus, these sections of Indian society com¬ 
pletely lost out when modern changes were 
introduced in the society. 

As opposed to the ‘Uiama. a section of 
the scions of feudal families began to enthu¬ 
siastically welcome British rule, moder¬ 
nisation and change as it could bcnctli them 
if they collaborated with the British rulers. 
They thus welcomed change and legitimised 
the changes by invoking relevant religious 
traditions. Sir Syed Ahmad Khan, a man 
of great vision, provided leadership to this 
section. It is interesting to note that both, 
those opposing change, and those welcoming 
it, invoked religion to justify their respective 
positions. It clearly shows that orthodoxy 
or fanaticism are not integral part of religion. 
Religion can be made to respond to di fl'crent 
human interests and situations. 

There was not much resistance to change 
on the part of Muslims in western India as 
they benefited by it. North India was the real 
seat of Muslim power. Unlike the north, 
Muslims in western India were led by trading 
communities who benefited by the new 
prospects of trade and the new educational 
system, thought to be beneficial forpromoting 
it. While Sir Syed faced stilYresistance when 
he founded MAO College in Aligarh. 
Badruddin Tyebji received full co-operation 
from Muslims of Bombay when he founded 
the Anjuman-e-lslam High School. An 
educational institution was thought to be 
beneticial by the trading classes. 

Titus, it will be seen that fanaticism and 
resistance to change is often dictated by the 
interests served by the old system. Moreover, 
as pointed out before, fanaticism cannot be 


a9HKx;iated with religion alone. It can be true 
of any system of belief and ideology, social, 
cultural or political. When socio-cultural 
systems are under attack or in varied by foreign 
socio-cultural system, dogged and fanatical 
resistance can he built against it. Today we 
are passing through critical phase ushered 
by television and ever faster means of 
communication. It has become much easier 
now, than the 19th century, for western 
culture to invade us. Afro-Asian cultures 
have common elements but western culture 
- though it also differs from one western 
country to the other - is seen as totally alien 
by the peoples of Afro-Asian countries. 
No wonder that we often talk of ‘cultural 
invasion’ from the west. It is producing 
strong reaction in the Afro-Asian countries 
and various fundamentalist movements arc 
partly the result of this invasion which is 
hostilely perceived. 

We would like to throw .some light on the 
fundamentalist movements which are 
considered as fanatical and rightly so. 
Fundamentalist movements, particularly the 
Islamic fundamentalist movements arc partly 
the result of westernisation, secularisation 
and modernisation. All these prucc.sses arc 
seen as totally alien by those who lost out 
and could not gam anything from them. The 
entire Muslim stKicty is deeply divided due 
to modernisation and secularisation. The 
economic and political elites wlio have 
benefited support it, and religious elite and 
those strata of the s<Kiciy which were left 
out, oppo.se it (i e, modernisation and 
secularisation). Be it in Algeria or Iran in 
west Asia, or Indonesia in the south cast, 
causes arc almost similar, though regional 
and local specitlcilies cannot be ignored. 

Before the Iranian Islamic revolution, the 
Shah’s modernisation campaign though 
enthusiastically supported by the higher 
cias.ses. was a disaster for the lower classes, 
specially the small peasantry and the slum 
dwellers of south Tehran. Shah’s so-called 
land reforms al.so brought unmitigated 
disaster for the small holders as the big 
landsharks took over their land and the 
former ended up in slums of big cities. The 
increased oil prices also led to high rate of 
inflation hitting the poorer sections much 
harder. Unemployment also greatly in¬ 
creased as there was not much scope for 
industriali.sation in the Shah’s economic 
policies. These deprived sections stood 
behind Ayatulla*' Khomeini. They perceived 
modernisation and secularisation as nothing 
less than unmitigated disaster. Their 
economic plight worsened as fast as the 
upper class elite’s plight improved. Their 
only refuge was traditional religion, it gave 
them emotional and mental comfort. For 
them what Khomeini called ‘thegreat Satan’ 
was an evil embodied, responsible for 
bringing change which harmed their lives. 


How could change per se be welcome to 
them? Moreover, the change eroded all their 
cultural values. Women’s modesty was 
destroyed and they were seen sporting mini¬ 
skirts. exposing parts of the body considered 
sin in a traditional culture. All traditions 
were hated by the westernised elite. 

The religious elite either came from these 
lower cla.s.scs or was in close touch with 
them. Also Iran had long history of 
confrontation between the clergy and the 
rulers. When the rulers trampled upon all 
traditions thoughtlessly and totally supported 
westernisation project, ignoring the 
prevailing social ethos, it produced .strong 
reaction calling upon people to fight western 
imperialism and go back to Islam which is 
complete way of life. Such movements tend 
to be fanatical as they have to fight against 
the system and need much greater verve and 
energy. Moreover, the movement was 
perceived to be the liberator of the poor and 
the oppres.scd. it is interesting to nolo that 
Khomeini used a Qur’anic concept which 
sires.scd the inevitable stiiiggle between the 
oppressed (musiad’ijin) and the oppressors 
(miisiakbirin). In the given conditions in 
Iran this Qur’anic concept was highly ap¬ 
pealing and people responded cnihusin- 
stically. Thus, the battle between the western 
neo-imperialism and Iran also became a battle 
between the western ‘kufr’ and Iranian Islam. 
Being a battle of liberation, the oppressed 
people of Iran fought it with unprecedented 
zealotry and vigour. Call it fanaticism or 
fundamentalism. 

The traditional Asian societies in general, 
and the Islamic societies in particular, have 
a strong sense of sacred and arc inspired by 
intuitional or revealed truth. 'Hie concept of 
sacred and values derived from revealed 
truth play central role in the lives of the Asian 
people. Westernisation and modernisation, 
on the other liand, have no place fur the 
sacred, not even for values. Being .sa'uiar 
in nature, the western civilisation is 
achievcmenl-oriciitcd-achicvcment through 
any means. The Asian and Islamic 
civilisations, on the other hand, emphasise 
values, as oppo.scd to achievements. The 
foimcr leads to more competition and 
dynamism while the latter i nduces an attitude 
of contentment and stasis. For the former 
market is the greatest arena of achievement, 
for the latter it is only a means to fulfil 
genuine - as oppo.sed to ailificial - basic 
needs of life. 

But while the west does not believe in 
reigning in or tempering its limitle.ss desire 
for change and achievement with a .sense of 
values, the orthodox and conservatives 
among Muslims do not accept any desirability 
for change at all. They tend to accept new 
science and technology if it benefits them 
(many of them arc jet-sets like business elite 
and they are also using computers, television. 
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etc, for spreading Islamic orthodoxy) but 
r^ect any idea of change when it comes to 
religious dogmas, traditions and ideas. This 
duality is giving ri.se to serioii.s social and 
spiritual malaise. Several contradictions have 
arisen which cannot be resolved easily. The 
question of status of women is foremost 
among these contradictions. When the 
Taliban captured power recently in 
Afghanistan, they declared that all girls 
schools will be closed down and that women 
cannot go out of their homes unaccompanied 
by close male relatives. In Saudi Arabia also 
women cannot go out unaccompanied by 
male relatives nor can they drive. There is 
no such divine injunction in the Qur’an. It 
was a convention which developed in curly 
history of Islam - much after the death of 
the Prophet of Islam - when Islam was 
medicvalised. The Islamic jurisprudence 
came under the inllucnce of medieval feudal 
values. The liherative impact of Islam was 
completely lost. 

It is this medieval Islam which is sought 
to be perpetrated by Taliban and others. Hie 
Taliban - madrasa students ~ themselves are 
product of conservative tribal society and 
then understanding of Islam is deeply 
influenced by their own tribal social ethos. 
They refuse to admit any change. For them 
change is bid'ah - innovation - and hence 
sin. Product of a stagnant society, the 
transcendent and liberuti ve aspects of religion 
arc totally lust on them. To rctiisc to admit 
any change, and excessive zeal for inherited 
religion, is fanaticism. Such fanaticism is 
harmful for deeper religious truth and its 
liherative |)otential. 

Fanaticism, an irrational /.cal furthegiven, 
not only rcfu.scs to admit liberative and 
spiritual potential of religion, also refuses 
to sec the .sociological impact on religious 
traditions. While the founder of a religion 
deeply iiinucnces social ethos, is also 
innuenced by .social traditions and practices. 
The religion cannot be frozen in a givcti 
spacio-tcmporal frame. Social dynamics 
brings about profound changes and one has 
to continuously endeavour to apply the core- 
values of religion to the newly developing 
situations. This is what the fanatics refuse 
to do. In the Islamic siKieties the women 
have suffered most by this laiiaiical refusal 
to admit change, and such 'anaticism has 
brought only ridicule. The fanatics arc trying 
topreserve their own traditional social values 
in the garb of Islam. 

In fact no society escapes fanaticism, not 
even western societies. The concept of 
fundamentalism’ is in fact the product of 
modem American society. Some Christians 
believed during the 1930s in the literal tmth 
of the Bible, and they were described as 
' fundamentali.sts’. It is this borrowed we.stem 
concept which is being applied to some 
religious movements in Asia. Even today 


there are evangelists in America who 
vigorously preach fundamentalism and have 
bought s|)ccial TV channels forilic purpo.se. 
Some, known as pro-life, kill those d(x.'tors 
and nurses performing abtution and burn 
down their dispcirsanes. New .sects arc born 
who preach violence and end-of-thc wtirld. 
The .Shinrikhyo (the Supreme Truth) move¬ 
ment u.scd poisonous gas in a Tokyo subway 
system to kill several iieople. 

Hinduism, leligioii of amorphous nature, 
quite unlike IslamorChrisiianity. supposedly 
much more tolerant, also could not escape 
this fate. It produced lunatics who considered 
it their religious duly to demolish Bubii 
masjid. Their tolerance was at its lowest and 
their behaviour totally irrational. In fact 
their fanat ici sm hi ought great shame to India. 
Of course, such high degree of fanaticism 
was induced through high pitched political 
propaganda to achieve a political goal. 
Nevertheless, the tact is that those hordes 
who demolished Babri masjid behaved as 
most excited zealots out to destroy the place 
of worship of others. Al.so, a large number 
of trishul-wielding sadhus joined in the 
despicable act. A sadhu is suppo.sed to be 
highly restrained and capable of self-control 
bccau.se he achieves sadhuhood through 
years of .v«r//mrt (spiritual excrci.ses). Un¬ 
fortunately, they also behaved like an agitated 
mob showing high degree of fanaticism. The 
educated Hindu middle classes (with 
honourable exceptions of those who were 
committed to.sectilarismand fought religiou.s 
lanutici.sm) al.so showed .similai trails. At 
ccrtainjunciiiies ill history entire community 
comes under (he mniiencc of either religious 
or political laiialicisin. The .sense of being 
diffcicnt and unique from others grips the 
mind. This happens at a time of crisis and 
social upheaval. 

.Siinilai ly. the Buddhist monks m Sri Lanka 
showed strong ir.iii of fanaticism and put 
picssuie on the government not to give 
concessions to the Tamil community. Like 
Hinduism, Buddhism also apparently has no 
traits ot rigidity and dogmatism. In fact, if 
one goes by the Buddha’s teachings it is 
most rational. open and tolerant. I'hcrc arc 
no theological dogmas of any kind as far as 
Buddhism is (oiiccrned. Yet the Btiddhi.st 
monks, who aic also sup[K>sed to be sell- 
restrained behaved like fanatics and zealots 
and contributed to ethnic crisis in Sri Lanka. 

These examples clearly show that religious 
fanatici.sm exists in all religious or national 
communities which exhibits it.self at crucial 
junctures. N ) community can boast ol beitig 
free (rom it. However, what is ncccssaiy is 
to understand the underlying causes. 

CoMMtlNALISM 

As pointed out at the out.set, there is much 
in common between religious fanaticism and 
cummunalism and yet there arc important 


diffcrcncc.s. Religious fanatietsm leads to 
strung feeling of self-righicousncss and 
feeling ol ‘othernuss’ towards iollowcrs of 
other faiths. Also, it leads to the belief that 
truth is .sole monopoly of one'sown religion. 
In other words, it leads to the feeling of 
theological superiority. In this respect 
communal feeling is distinct Irom fanatical 
attitude. Communalisni is more about conlliet 
of interests between two communities. Before 
we discuss commimalism, let us define 
communalism as best as we can. 

Communalistit has beendcliiieddiIfcremly 
by dtifereni scholars. In fact in English 
langtiagc, it is constdered a iiositivc rather 
than a pejorative term. For example, the New 
Wcfo.vfer’.v/J/c/iVwifln'dcfinesitassomcIhing 
"belongtng to a community" or "a system 
of dccentrali.scd govcnimenl by which large 
powers are delegated to small communities". 
However, m Indian context, it is used m a 
negative and condemnatory sense. In Indian 
context we can dcrine communalism as- 
“secular conllici between two religious 
communities". Or. it can also be detined 
as “an attempt to achieve secular goal through 
religious means”. 

Communalism in this .sen.se is a modern 
and not a medieval phenomenon We do not 
hear of communal conllici between Hindus 
and Muslim!^ in the Sultanate or Mughal 
period. This conllici came into being during 
the Brilisli period, specially after the lailurc 
of war of independence in I K.i?. 1'licre were 
two important laciors comribuiing to the 
genesis ot comitiuiialisni; one. the British 
policy of divide and rule: and second, 
compelition lor political power between the 
Hindu and Muslim elite. 

When the Brilisheis itiliodiiced. under 
pressure ol public opinion, certain democratic 
measures and agieed to give .some elective 
.seals lo Indians, (he question arose in what 
proportions it should be distributed between 
the Hindus and the Muslims. In other words. 
It was competition between the power elites 
which threw up the pnihlcmol communalism. 
It should be understood (hat religion {u'r se 
is not responsible for genesis of coinmu- 
nalism. as commonly misunderstood. 
Religion, at best, is an instrumental and not 
(he lundamental cause. Since religion has a 
^'rong appeal, it is used ns an instrument by 
the power elite for achieving (heir secular 
objectives The whole history of commu-> 
nalism is a witness to this. 

In communal contlict, us distinct from 
religious conllict, no theological cOntro- 
veisies are involved and no dis|nitcs about 
superiority or lalschiKKi of this or that 
religion. 'Phe question is always about some 
secular objective. We will give a few 
examples to show the real nature of 
communalism in India. The biggest 
communal controversy during the freedom 
movement was about (he share in power 


inx 


Economic and Political Weekly April S, 1997 



between the Hindu and Muslim elite. Pakistan 
caim into being on this question, not on any 
question of religious nature. It is interesting 
to note that the movement for Pakistan was 
led by Jinnah who was highly we.stemised 
and secularised person. He paid only lip 
service to Islam and was never a practitioner 
of his nominal faith. He was a political 
Muslim rather than a follower of Islam. He 
fought, not to uphold any Islamic doctrine, 
but to get larger share of power lor the 
Muslim elite in independent India. A section 
of Muslim elite was demanding 33 per cent 
.share in seats in parliament as against the 
25 per cent population of Muslims. It was 
not acceptable to the Hindu elite. 

The orthcxiox ‘Ulama. on the other hand, 
stood for composite nationalism and 
vehemently opposed the creation of Pakistan. 
The Jami’at-e-’Ulama-i-Hind, the 
organisation of the Dcobamli ‘Ulama, which 
was highly prominent organisation of the 
Indian 'Ulama. always remained an ally of 
Indian National Congress. In fact, Jinnah 
was hard put to find support of any such 
prominent Muslim tltcologians. It clearly 
shows that the basis of Pakistan was not 
religion but a purely secular goal of share 
in power. Had that question been re.solvcd 
to the satisfaction of both sides, Pakistan 
would not have come into existence. 

Similarly, in the posi-partiiion period, all 
communal controversies were .secular in 
nature; either seeking the votes of this or that 
community or economic competition. Many 
scholars in this Held, including this writer 
have been theorising that communal riots in 
the post-partition India have taken place in 
those regions where political or economic 
cnm|x:tition between the Hindus and Muslims 
was quite intense. Certain districts of the 
western UP which have more than 20 per 
cent Muslim population and which also have 
newly emeiging Muslim entrepreneur class, 
saw much more communal violence than 
other di.stricts. The first major riot after 
independence was caused, among other 
things, by intense competition between Hindu 
and Muslim beedi inanulacturcrs in Jabalpur 
in 1962. Another major not in Ahmedabad 
i n 1969 was a result of polarisation of .secular 
and communal forces in the country after 
Indira Gandhi split the Congress and appealed 
to the minorities for support. 

The 1980s saw the highest degree of 
communalisation of Indian politics. There 
were .several reasons for this and all these 
reasons were quite secular in nature. Firstly, 
Indira Gandhi leaned towards the Hindu 
vote after being unsure of the minority votes, 
particularly of Musli m votes. In a very subtle, 
and at times in an open, manner she tried 
to inuhili.se tipiter and middle caste Hindu 
votes and ended up communalising the 
political scene. She even lent subtle support 
to the Vishwa Hindu Parishad (VHP) and 


used the controversy about conversion of 
few dalits to Islam in the Meenakshipuram 
district of Tamil Nadu to win the Hindu 
sympathy. She also tried to manoeuvre the 
militant Sikh politics in the Punjab to her 
advantage. She lent support to the militant 
Sikh like Bhindranwale. 

Indira Gandhi’s attempt to mobili.se the 
Hindu vote in her favour led to intcn.se 
competition with the BJP as the latter 
considered the upper caste tmd middle caste 
Hindus as its own constituency. The BJP 
was marginalised in the 1984 parliamentary 
elections after the a.ssassination of Indira 
Gandhi and could win only two .scats. The 
BJP then began .searching for a powerful 
issue which would politically rehabilitate it. 
The unfortunate Shah Bano controversy, 
which the orthodox Muslim leadership - 
both religious as well as non-religious - tried 
to exploit to the hilt for its political windfall, 
led to another controversy, i c, about the 
Rainajanmabhoomi-Babri masjid. Rajiv 
Gandhi, a politically inexperienced |)crson 
and ineptly advised by his friends, while on 
one hand, agreed to change the secular law 
and enacted the Muslim .Women’s Bill 
(depriving them of the benefit of main¬ 
tenance under the secular law), agreed, on 
the other, to threw open the dtwrs of Babri 
masjid for Hindus to worship the idols of 
Ram and Sita which were smuggled into the 
mosque in 1948. 

These controversies apparently religious 
in nature, were in fact political controversies 
and led to inten.se communalisation of Indian 
politics. The communal fanatics at last 
demolished Babri masjid leading to a 
communal disaster. The 1980s thus witne.sscd 
several major communal riots which shook 


the whole country. Beginning with the 
Moradabadriotin 1980, the decade vidtnessed 
major riots in Biharsharif (1981), Meerut 
and Baroda (1982), Anti-Sikh riots (1984), 
Bhivandi-Bombay riots (1984), Ahmedabad 
riots (1985-86), Meerut riots (1987), 
Bhagalpur riots (1989), Hyderabad and 
several other riots in Karnataka, Gujarat, UP 
(1990). Ihese riots were of course followed 
by Mumbai, Surat, Ahmedabad, Kanpur, 
Delhi riots after demolition of Babri masjid 
in December 1992-93. Several thousands of 
people, specially Muslims, died in these 
riots and theirproperties worth several crores 
destroyed. 

However, there has been a general respite 
in communal situation thereafter and in last 
couple of years there have been no major 
communal riots. Only two minor unplanned 
riots in February in Moradabud and in March 
in Aligarh occurred in 1995. However, 1996 
was almost riot-free year except three minor 
skirmishes in Pen and Junnar in Maharashtra 
and in Lucknow in UP, all at the end of 
September. This again shows that 
communalism and communal violence gets 
intensified during the period of political crisis 
or economic downturn generating high rates 
of unemployment or intense economic 
competition. Any religiouscontroversy could 
be seized by the vested interests as a powerful 
in.strument to premotetheirpolitical or socio¬ 
economic .mercsts. 

It will be .seen from the above analysis that 
in almost all the countries ethnic and 
communal conllicts have emerged due to 
democratic competition for controlling 
political or economic power. In all such 
conflicts, it is a universal rule that minorities 
suffer more than the majority. 


Revised Edition Just Published 

WORKING CLASS OF INDIA 
History of Emergence and Movement 1830 - 1990 

(With an overview upto 1995) 
by 

Sukomal Sen 

2nd Revised edition 1997, Pp. 577, Rs. 400.00 

This is a completely new and enlarged edition of the book which originally 
published in 1977. There is substantial changes in the Working-Class movement 
both at the International arena as well as in India. The ongoing scientific and 
technologi''al revolution has further changed the scenario including the structure 
of the Working Class. It takes into account all these changes and made uptodate 
dealing with most of the relevant problems. 

10% discount plus post free supply in 
case of advance payment till 15-04-97 

K P BAGCHI & COMPANY 

286, 8 B Ganguli Street, Calcutta: 700 012 


704 


Economic and Political Weekly April 5. 1997 




REVIEWS 


Another Broken IVyst 

Renana Jhabvala 

In the Wake of Freedom; India’s Tryst with Co-operatives by L C Jain and 
Karen Cciho. 


THIS is a fascinating and very readable book 
which describes the multifarious activities 
of the Indian Co-operative Union formed by 
a group of idealistic and motivated young 
people, soon after independence. It begins 
with an assessment of the possibility that in 
the environment of the 1990s. co-operatives 
may emerge as a major economic force. In 
that context the experiences of the ICU would 
help to understand some core issues of co¬ 
operatives which would help practitioners, 
theorists as well as people interested in the 
ideas of self-help and co-operation. 

The first section of the hook is on the 
advocacy efforts of the ICU and reproduces 
the documents brought out mainly in the 
1950s and early 1960s by the ICU. Thc.se 
documents are fascinating, partly because 
they arc well argued and yet passionate in 
tone, and partly becau.se they clearly bring 
out the debates around development that 
were going on at that time. The main theme 
that emerges from these well argued, well 
researched documents is the method by which 
the growing socialist 'heme took over the 
polity and ultimately smothered the co¬ 
operative movement by excessive state 
control. 

The second section, on actions, is equally 
interesting for the variety of activities 
undertaken by the ICU ranging from farming 
to handicrafts to rehabilitation. Set as it is 
in the immediate aftermath of the tragedy 
and uprooting of partition, the actions reveal 
the stark issues of the people and the 
innovative ways in which the ICU attempted 
to promote co-operation among them. 

The economic structure of the country is 
undergoing major paradigm changes, 
changing from an economy charctcriscd by 
a form of sociali.sm to one leaning towards 
pri vate corporate enterprise and a free market 
system. The shifts in policies are leading to 
major changesin the co-opeiative movement, 
and in some ways the co-operative movement 
is re-emerging, taking on a new fonn and 
energy. New laws aiming to free the co¬ 
operatives from .slate control and allowing 
them to become true self-help organisations 
' have been enacted in Andhra Pradesh with 
a promise of being replicated in other states 
also. The author asks the question, can co¬ 
operatives become a force for the 1990s? In 
the context of the ongoing debate on co¬ 
operatives, and the emergence of new 


advocates in the field of co-operatives, this 
book, looking at ihc struggles ami lessons 
of an curlier era, becomes btrth lopical and 
relevant. 

Every movement needs a history to sustain 
it and give it routs and an identity. If the 
co-operative movement is indeed to pick up 
momentum in the new economic environ¬ 
ment. and to emerge as a strong people- 
controlled economic movement, it must have 
its own scIf-cuiiMaoiis history. The book 
provides the ICDs pers{>ectiveof the history 
of the co-operative movement, instilling pride 
in its earlier creative and people-centred 
roots and a seoseof dismay at its smothering 
by the state. 

Tliebook. although confined mainly to the 
experiences of co-operatives, has many 
lessons for other people-based movements 
of today. NGOs, women's groups, people’s 
organisations and mass-based people's 
organisations cun all draw major lessons 
Irom the experiences of the ICU. 

Every self-conscious movement needs its 
own history to connect it to a tradition. In 
order to project acicarideology and direction 
to its adherents and to Ihc world, it should 
be able to point to the roots of its ideas and 
actions and connect it up with a historical 
tradition. The book does this for the co¬ 
operative movement, not as a general history 
hut clearly bringing out one strand of action 
and advocacy, which took the movement 
forward at a crucial period ol time. 

Thcimpoitanccofilie ICU is both temporal 
and locational. It was formed in 1948. at a 
time when the nation hada major opportunity 
to build its own economic and social luturc. 
It was formed by activists who had a vision, 
been part ol Ihc Ireedoin struggle and were 
close to ihcCongrcss Party. It hud the: ilessing 
of Gandhiji, an auspicious start. It w,:. formed 
in Delhi, the seat of power, and had aceess 
to the policy-makers of the day, so much so. 
that the ICU was able to bring prime minister 
Nehru to see its project sites, and hence 
convince him of ilic validity ol its ideas. 
Delhi in 1948 was also the centre of the 
gravest tragedy the nation has laced - the 
riots and the refugees of partition. In fact 
the ICU amsc out ol the immediate need tif 
the refugees who were uprooted and 
desperately needed secure employment. In 
other words the ICU at the time of its most 
intense activity - 1948 to I960 - was at the 


centre of national events, and had access to 
the centres of power. I ts actions and advocacy 
therefore had major repercassions tor not 
only the co-operative movements hut also 
lor other people's and self-help movements 
today. 

Tlic first im|umuni role performed by the 
ICU was to be part of the process to i ndigentse 
the co-operative movementin India. The co¬ 
operative movement was introduced in India 
by the British to expand rural credit, but was 
latcruscd as an inslrumeiii ol British control. 
So much so that Sardar Vallahhbhai Patel 
.seriously thought of starting an agitation 
against the co-operative societies in Gujarat. 
However, the ICU saw the soundness of the 
sell-help and co-operation ideas of the 
movement and introduced it as the major 
form of organisation fur the refugees of 
partition. (11 is perhaps due to the philosophy, 
of self-help and the .support provided by tiK- 
ICU that the de.scendants of these refugees 
are somcofthc most .settled and economically 
well-off communities in Delhi.) It is perhaps 
worth notingihat Ihc co-opcraii vc movement 
at the time was often referred to a- 'a foreign 
transplant'. Today the co-opciaiive move¬ 
ment is so thoroughly indiunised that wc arc 
in a position to expoii our lU'idols to other 
countries. The 'Amul Model . for example, 
has become a well known national iniliali ve. 

Recently. Ihc Andhra Pradesh government 
passed the Mulually Aided Cii-opcrativc 
Societies Act. Other stales such as Bihar, 
Karnataka, Kerala and Goa may .soon follow 
suit. This was the result ol years of lobbying 
at the state and national level by co-opeiaiors 
led by the Co-operative Development 
Foundation ol liydciahad. Uiieol thcauthors 
of the book, L C Jain, was also closely 
as.sociatcd with the struggle. It must have 
been a matter of great satisfaction to him that 
the valiant light that ICU had led against 
sialism in the co-operative sector had been 
revived more than three decades later. 'Hie 
major part c'f the book covers the argun>eiil.s 
made by i he ICU agai n.si the .stale encroaching 
iniotbc co-operative field and destroying the 
.scll-lici|). scif-dcicrmining character of the 
ro-operuti vcs. In particular, the chapters on 
cu-o|ieraiive law,eu-o|)eralivc credit and co¬ 
operative adminislralion contain documents 
and papers put out by the ICU to oppose the 
directions in which the co-upcniiivc sector 
was being taken. It is .saddening to see that 
the problems pointed out by the ICU in 19S9 
- interference and often take over by 
government in management, government 
created federations to which co-operatives 
arc forced to belong, audit by corrupt and 
inefficient dcpaiimcntal auditors, aid with 
too many control strings attached and an 
oppressive and rigid law - remain largely 
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unredressed even today. ICU’s most pas¬ 
sionate Tight was against the recom- 
mcndationsoi'the Rural Credit Survey, whose 
main recommendations were to bring the 
state into ‘partnership* within the co¬ 
operatives, and to amalgamate co-operati ves 
to create bigger .size co-operatives covering 
several villages. As the ICU says, ‘"ITie needs 
that figure uppermost in the justitlcatioiis | of 
the Survey) are the needs of bankers and 
bureaucrats, rather than the needs of a sclf- 
governing movement of the people” (p 249). 

Yet another area that the ICU fought for, 
.succe.ssfully, wasthcrightsof small farmers. 
It is rather shucking that the Agrarian Reforms 
Committee suggc.stcd a 'lliMir' on the si/c 
of holdings that a farmer could hold. M L 
Oantwala hud recommended, for example, 
that production on sub-marginal units must 
be banned. He had suggested that sub¬ 
marginal farmers may .sell their land, nr 
surrender it and take employment. SEWA's 
experience with the rural poor,and especially 
nii'al pixir women suggests that those rural 
pour who have .some small assets to their 
name, however small, are tho.se that are able 
to survive and cross the poverty line. Those 
that have no assets or land at all. in times 
of crisis get into a downward poverty spiral. 
The aim of most poor landless families is 
to try and get a small piece of land and so 
secure Ihcm.scivcs against destitution. 
Anothei move of the state, formulated in the 
Second Five-Year Plan, was towards co- 
operutivised farming by coercive pooling of 
land. The ICU which through its work with 
the farmers co-operatives around Delhi, better 
understood the needs of the farmers opposed 
both the.se moves mainly on the grounds that 
they would he strongly oppixscd by the 
peasants. It argued instead fur formation ot 
service co-operatives which would provide 
inputs and marketing. Although it provoked 
considerable opposition among intellectuals 
and pttlicy-makers, fortunately, this is the 
view that finally prevailed. 

Yet another area where the ICU's actions 
have major relevance for today’s economy 
is the area of handicrafts. In most Asian 
countries handicrafts is no lunger a viable 
industry and, except for small pockets, 
handicraft workers disappeared long ago 
into destitution or as urban migrants. In 
India, however, the artisan communities still 
survive and in many cases are able to earn 
a decent living. Handicrafts markets still 
exist and in many areas handicrafts have 
proved to be the only way that a community 
has survived disasters or extreme hardships. 
I think weean place the credit forthissquarcly 
on the pioneers who opened a road into the 
Indian market for the handicrafts sector with 
the Central Cottage Industries Corporation. 

Today, handicrafts of all types employ 
over three crorc woricers, are among the 
largest components ot export for the cou ntry, 


and perhaps mo.st important, in areas of 
extreme hardship and disaster, arc the one 
employment that saves the families from 
complete starvation and destitution. Many 
of the organisations, such as Dastkar. SEW A 
in Lucknow, or SEWA in Banaskantha. 
working today to bring handicrafts into the 
mainstream of the Indian market, are able 
to do so only because of the pioneering 
efforts of the ICU. They have kept open the 
door through which the artisans of today can 
still enter the mainstream markets. 

Li-ssons i-or the Present 

The book brings out very clearly what 
happens to a movement when the dominant 
economic paradigm is against many of its 
principles. 'The slow and purpo.scful take over 
by the state, and the unsuccessful rc.sistance 
by the co-operative movement, is the main 
theme of the book. The paradigm of the 
.socialist state as the main actor for economic 
development and poverty removal, was in 
contrast to the scl f-help, scl f-ownershi p. scl f- 
munagement and self-sustaining philosophy 
of the co-operative movement. These were 
then the elements that Inst out with the co¬ 
operatives becoming state-owned, slate- 
managed and state-dependent. 

Tixlay the dominant paradigm has changed. 
The book shows us that the dominant 
paradigm inllucnces the co-operatives and 
changes them to its own mould. What will 
be thccffecl of the now dominant privatisation 
and frcc-murkci philosophy? How will it 
affect ihc co-operative and other self-help 
movements. Certainly, we are now .seeing 
a freeing up of these movements from 
unnecessary controls. But at the same time, 
competition from private industry and 
especially froni multinationals may prove to 
he a major problem. Wc have already seen 
the attack on the milk co-operatives by 
opening the market to private dairies, we 
al.so .see how co-openitives abroad liave 
become more ‘business minded* tending to 
lo.se their cs.sential co-operative character. 
Perhaps now that ihcco-operati vc movement 
has begun to win its battles against statism, 
it should be alert to the dangers from the ‘free 
market'. 

Within the dominant paradigm of control 
of the economy by private corporations, the 
funclionof poverty alleviation is.still assigned 
to the .state. In other words, the 40 per cent 
of the popul.:'iun which is still under the 
poverty line, is not to be ‘liberalised’ but is 
to remain within the old statist paradigm. 
What lessons does the hook hold for these 
40 per cent? The most di.scouraging lesson 
that could be read was that any self-help, 
non-official initiative or programme that is 
undertaken or proposed will he taken over 
by the state and ‘departmentalised*. Two 
examples can be quoted here. First is our 
experience of the recommendations of 


'Shram Shakti’, the Report of the National 
Commission on Self-Employed Women and 
Women in the Informal Sector, which were 
accepted, such as the child-care fund or the 
Mahila Kosh, but were so altered in form 
that they became part of the government 
.system, with non-government ‘advisors’ and 
ineffective in their functioning. 

While reading the book one is .struck by 
the key role that credit has played throughout 
the history of the co-operative movement. 
For the British rural indebtedness was a 
.serious political and economic problem, and 
they attempted to solve the chronic in- 
dehtcdnc.ss of the ryots by passing the Co¬ 
operative Credit Societies Bill in 1904. In 
other words, the need for credit was the 
reason for whichthcco-operative movement 
was first introduced into the country. 

The next major move, the takeover by the 
stale was al.so initiated by the need for credit. 
It was the All-Indian Rural Credit Survey 
in 1960 which identified co-operati ves as the 
instrument fur reaching credit extensively to 
the rural areas, and the need for the state to 
‘partner’ the co-opralivcs so that they could 
|icrform this important task. ThcjustiTications 
of this survey led to the state taking over 
the functions of co-operatives. 

Today micro-credit has been identified as 
the major need for the poor, especially 
women, and self-help groups (a form of 
informal co-opcralives)secn as ihcinstnimeni 
for their delivery. Perhaps the major lesson 
to be learned trom the ICU’s experience is 
the need for the independence of the groups, 
the need for federations to be built by the 
groups and controlled by them, the need for 
external support of these prtx^sscs and a 
favourable policy environment. 

The book has two sections - AdviKac) 
and Action - both dealing with the same set 
of i.ssucs. As the author points out the 
effectiveness of the ICU was in basing its 
advocacy on the issues that emerged from 
action and at the same time using adviKacy 
to further its activities. 

This is a lc.s.son to the NGOs of today. 
Many ‘advocacy’ NGOs, or movement 
NGOs, tend not to engage in day-to-day 
activity, in organisation building or in 
dealing with people’s daily needs. Although 
their advocacy is efficient it tends to get 
divorced from real issues. On the other 
hand, grass roots based organisations tend 
to work with real issues, but fail to influence 
policies and hence are often working against 
the tide. 

Although the book is basically about the 
ICU experience, the introduction does set it 
in the context of contemporary happenings, 
and notes the re-emergence of the co¬ 
operative agenda, especially acknowledging 
the role of the Co-operative Development 
Foundation. However, it is unlikely that this 
rc-cmergcncc could have happened without 


706 


Economic and Political Weekly April 5. 1997 



the support of strong and successful co¬ 
operatives in the field, serving as a political 
force as well as a model. In that context the 
experiences of the Gujarat and Maharashtra 
co-operatives and especially of Amul, which 
has consistently promoted the idea of 
independent co-operative movement, need 
to be acknowledged. 

The introduction docs attempt to .set the 
context in the light of ptc.sent-day events. 
However it would have been useful to the 
reader to bring the events described in the 
book uptodate. Fur example, we are left 
wondering what happened to co-operative 
farming or co-operative credit, what were 
the effects of the policies that were finally 
followed, and what ts the status of these co¬ 
operatives today. 


Urbanisation and Economic Growth 
Press, Delhi; pp XVI + 483, Rs 595. 

WHILE reviewing this collection of articles 
by the late Vibhooti Shukin. I was reminded 
of Walter Pater’s words; ‘They whom the 
Gods love, die young”. Vibhooti was killed 
at the age ol 33 in the U.S in a freak accideni 
when the hot-air balloon she was riding in 
cxpkxicdonconiactwithalivcwire. In 1984 
she had received her doctorate in economics 
from Princeton Uni versity and by 1992, when 
she pa$.sed away, she had already completed 
17 papers, 12 of which hud been published. 
These, together with two statements, which 
reflect Vihhooli’s thoughts on the develop¬ 
mental process and what she wanted to 
achieve in the future, have been put together 
in a volume by her mother 'fara Shukla and 
her husband, Satchit Sriniva.san. One has to 
compliment them for the care they have 
taken to cn.surc that nil the relevant infor¬ 
mation about the papers is readily acces¬ 
sible from the volume. J C Sandesara has 
provided a compact but revealing bio¬ 
graphical sketch of Vibhooti. 

lite present reviewer must confess that 
like many others who came in contact with 
Vibhooti, he finds it impossible to be totally 
detached and objective about her work. He 
met Vibhooti while she was visiting the 
Indira Gandhi Institute of Development 
Research in 1991 and was struck by her 
energy and enthusiasm for the wot k she was 
doing. At the same time, Vibhooti tended 
to be very self-deprecatory about her work 
and this rare academic humility came as a 
refreshing breath of fresh air. I think that 
Vibhooti would have been somewhat 
embarratised by the inclusion of the last 
article in the book. The lenurial process in 
the US requires one to comment in detail 
on one’s achievements and the signitlcancc 


The book is very rcadahle. and can be 
read profitably by those who are looking 
for an alternative answer to our economic 
problems and who do not believe that the 
private sector economy is the answer for all 
ills. Of course, cu-opcralors will find it very 
u.scful, but so will NCOs and people’s 
organisations and movements. T^ay the 
NGOs arc attempting to promote ndvrKacy 
and this bonk will give them guidance as to 
methods. Academies and journalists 
interested in the question of allcmalive 
economic systems will find'it useful as, we 
hope, will economists and policy-makers. 
Finally, it should be read by serious minded 
people who care about the poverty in the 
country and wish to sec a strong economy 
in the future. 


by Vibhooti .Shukla; Oxford University 

of one's contributions Vibhixiti was forced 
to engage in tins necessary evil (and write 
a statement which has been included as 'The 
Unfinished Stutement’). but I am sure she 
found ilic .'•clivity Jista-steful. 

Vibhooti starlcd out with work on the 
economics of 'iigglomcratiun' and slowly 
broadened her can vas tocxplore issues related 
to the urhanisatioii process, particularly i.ssues 
of firm location, employment and environ¬ 
mental stress. In this sense, the title of the 
book is a bit misleading, because (he process 
of economic growth is not directly addressed 
in any of the articles.' It is the process of 
urban growth and its consequences (hat are 
analysed in her papers. 

The chain ol Vibhooti’s thought emerges 
somewhat its follows. Everyone is familiar 
with the phenomenon of agglomeration in 
urban areas, c g, numerous jewellery shops 
located on the same street, or Fashion Street 
in Mumbai where a large number of garment 
sellers congregate on a narrow .stretch ot the 
road. This agglomeration must take place 
because there are certain benefits to acti vitics 
of the same type taking plticc ncareach other. 
Vibhooti models ihc.se benefits in purely 
technological terms, as a mullipl ientive shift 
parameter in the production function, y = 
G(N)F(N.K). The G term captures the 
increase in productivity that takes place when 
more and more workers congregate in the 
same locality (one could equally well have 
introduced G as a function of K rather than 
N, and obtained rnirror-image rcsulls). When 
firms individually select N (labour), they 
neglect the G icm, so that just as when 
positive externalities exist but arc not taken 
account of by firms, the N chosen is sub- 
optimal. As N stands for a proxy of the city- 


size, this means that cities will tend to he 
too small com|)arcd to the socially optimal 
levels. 

One problem with this technological 
formulation is that the firmsoft*::. ..onccntiate 

in one place hfraiise they are aware of the 

ad vantages of agglomeration. Ol cour.se. they 
may not know the full extent of agglomeralton 
economics, and hence niay not fully 
internalise the benclils from agglomeration. 
The .second problem is that it fails to 
theoretically distinguish bet ween the growth 
of cities as such and the growth of 
agglomeration centres within cities. In most 
of Vibhooli's empirical iiivesligatinns, she 
focuses on the growth of cities rather Ihsm 
agglomeration centres within cities (with the 
exception of three papers on the Dallas-Port 
Worth area m Texas, where the dynamics 
of firm location within a city area arc 
investigated. 

How important arc the iigglomcration 
economies'.’ Vibhooti's empirical investi¬ 
gation of this question seemed to indicate 
that ''re.sources in a city with a population 
of I ,(K),(K)0 ciin be. on an average, 23 per 
cent more ctficicnl than in one of i().(XX). 
They can be as much us 51 per cent more 
efficient in a city of one million than in a 
city of lO.tKK)" (p 4). 

What can one do it) correct the sub- 
optimality of ci(y-si/c7 Various allcriiulive 
instruments'me at the disposal of the 
government, like capital, labour and output 
suhsidics. Using a Cobb-Douglas pi odticiion 
function, Vibhooti and her co-aii(hor .Stark 
found thill subsidising ciipiial might be the 
most cflicieni means of bringing about the 
socially optimal level.s of industrial 
production, cily-si/.e. etc. 

Invesiiguling more deeply the .sources of 
agglomeration economies. Vibh<K>(i was led 
to investigate the role of urban iiifrastrue- 
iiire- both finunciul and physical - in 
generating such economies. .She used data 
from Maharashtra for financial indicators 
like expenditure on public .safety, public 
health, etc, ns well as physical indicators 
like nuinix'r of towns and villagesclcctnficd, 
rail length, highway length, sanila'ion 
variables, water .supply, etc. Five industries 
were examined. It emerged that (he impact 
of these dilfcreiu fiictors on productivity 
varied by industry. For example, for the 
inuiuitaclure ol Itxid items, the availability 
of water supply, power, asphalt roads and 
urban market-places .significantly added to 
efficiency. 

The growth ot cities is ot course intimately 
linked with the process of inigratiun from 
rural in urban areas. One puzzling aspect of 
the migration phenomenon is the coexistence 
<if high wages and unemployment in the 
urban ureas. Usual explanations tor the high 
urban wages rely on exogenous, institutional 
factors. VibiKMtti argued that such high wages 
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could be explained endogenously as an 
equilibrium outcome. Her argument goes 
something like this. Suppose, for every hour 
of work, the urban wage rate to be higher 
than the rural wage rate. A worker can then, 
in the urban area, cam an equivalent of the 
rural wage rate by working less than an hour, 
and still have time left over as valuable 
leisure time. Thus, working in the urban area 
and earning an amount equal to the mral 
wage rate is better than working in the rural 
area. From the employer’s point of view, it 
makes sense to employ a worker for a short 
period of time, paying the eqiiivaleni of the 
mral wage, and then lay off the worker for 
.some periods, because the worker can then 
take rest and regain prixluclivity. Thus both 
employers and workers gain from the 
coexistcnceof high wage and unemployment 
(compared to the rural situation). The 
existence of a large body of homogeneous 
woikcrs in one place, in this manner, con¬ 
tributes to the agglomeration economics 
enjoyed by the firms hiring these workers, 
because it allows firms to lay off one set of 
workers and hire another .set without 
disrupting production. 

Two opposite types of forces- suppi y side 
and demand side - determine the pace of 
urbanisation. The traditional demand side 
hypothesis emphasises domestic demand 
factors and makes prices endogenous. A 
central prediction of this hypothesis is (hat 
growth in urban productivity leads to less 
urbanisation and that in non-urban pro¬ 
ductivity to more urbanisation. On the other 
hand, Tolley' s alternative supply side model 
predicts greater uiban productivity leading 
to more urbanisation in response to the 
incentives of i ntenutionai sfieci al isation. 1'hc 
predictive power of Tolley’s model is 
carefully examined for India as a whole and 
then for the different .states in Chapter 9 
(co-auihored with Brian J L Berry). The 
rather weak support for the Tolley model in 
the Indian case together with some rather 
obvious shortcomings of the alternative 
model is used to conclude that more general 
formulations combining both demand and 
supply factors arc needed to explain 
adequately (he pace of iirbani.sation. There 
is also need for a more detailed exploration 
of rural-urban linkages, especially the 
inclusion of the rural non-farm sector and 
the urban informal .sector. From a normative 
point of view, “it is conceivable that India’s 
pursuit of agricultural self-sulTicicncy has 
led to the missing ol gainful opportunities 
of international specialisation in urban-based 
industrial activities" (p 204). Prom a policy 
perspecii ve, the paper cmphasi.ses the dangers 
of applying a uniform .set of policies to all 
states regardless of their productivity 
potentials in different sectors. 

In a paper that appeared in EPW in 1991, 
Vibhooti explored the linkages between rural 


non-farm activity and agricultural pursuits. 
'Therural non-farm sector compctesforlabour 
with the agricultural sector as well as the 
spatially distant urban sector. Local demand 
for the output of this sector depends on 
agricultural income and its distribution. The 
urban areas may provide either markets or 
competition for the output. Data for Maha¬ 
rashtra revealed consistently high con¬ 
sumption linkages between the agricultural 
and nun-agricultural rural sectors. Vibhooti 
also worked with industrywise regressions 
and, finally, atlemptcddynamic estimations. 
It is not necessary to summarise the results 
of her regression exercises. What is of im¬ 
portance is (he methodology she employed. 
She herself was aware of the limitations of 
the demand-supply fraiucwork she w.ts u.sing. 
However, given the availability of data of 
certain types only, she seems to have given 
careful thought to the kind of modelling that 
would utilise as best as po.ssibic the available 
data. 


In a related paper that wmi published in 
EPWm the following year, Vibhooti looked 
at rural non-farm employment and found 
that the levels and shares of rural employment 
off the farm are strongly linked to agricultural 
output and incomes, mainly through 
consumption linkages as highlighted in the 
earlier paper. Therefore, “a strong agricultural 
policy is perhaps the single best meiuis of 
engendering appropriate types of non-farm 
employment in rural areas...’’ (p 271). 

In three papers, Vibhooti examined firm 
location choices and employment dynamics 
in the Dallas-Fort Worth area where she was 
living. These papers will be of considerable 
interest to urban planners. However, I will 
skip these papers and consider lho.se in which 
she focused on environmental concerns. 
While considerations of agglomeration tend 
to show that cities arc too small, many of 
us have the intuitive feeling that cities expand 
beyond thcircapacitics. This feeling is based 
mainly on thedegradation otthe environment 
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that takes place in metropolises. Thus the 
productivity gains from the agglomeration 
effect have to be balanced against environ¬ 
mental considerations whiledetermining the 
optimum city-size. 

In considering the effect on environment, 
one must distinguish between the effects of 
economic growth, ind'j.strialisation and 
urbanisation as distinct though inter¬ 
dependent phenomena. In a paper written 
jointly by Vibhooti and Kirit Parikh, attention 
is focus^ on urban air pollution, the three 
major sources of which arc indu.strial e.stab- 
lishments, households and motor vehicles. 
What, if any, is the relation between city- 
size and measured pollution concentrations? 
It is found that “higher overall LDC urban 
densities arc associated in most cases with 
lower ambient air quality measured over 
cities” (p 373). In developed urban areas, 
one generally gets a certain pattern of land 
allocation - first commercial, then industrial 
and then residential. This pattern is not always 
observed in the LDCs, where population 
densities in central city areas can be quite 
high. Given that the ambient air quality 
improves with distance from the centre of 
the city and that the inter-zonal variations 
arc much sharper in LDC than in DC urban 
areas, this means that in LDCs a very large 
number of people arc at high risk from air 
pollution in cities. 

ITierc is also evidence of a downturn in 
pollution levels as the city size grows larger, 
and this downturn occurs for smaller city- 
sizes in DCs. It is hypothesised that declines 
in pollution levels come about for smaller 
city-sizes in DCs because of their relative 
affluence which prompts early awareness of 
pollution and timely abatement intervention. 
The paper finds that higher income levels 
are associated with poorer air quality levels, 
thus lending support to the proposition that 
poverty is the greatest polluter of them all. 

The paper draws the policy implication 
that restricting city-size may not he the best 
method of en-suring smaller amounts of 
pollution. Facilitating the growth of urban 
incomes may be a better way of inducing 
spontaneous dispersal and generating 
effective demand for pollution abatement. 
This policy pre.scription is not always 
supported by the experiences of Indian cities. 
First, spontaneous dispersal is possible only 
when adequate transportation infrastructure 
is available (speedy and efficient trains in 
Japan, ffeeways in the US). Secondly, 
agglomerationa:conomics, which seem to be 
especially important forllnancial companies, 
prevent the dispersal of firms that tend to 
concentrate at city centres and act as magnets. 
Thirdly, antiquated rent control laws lead to 
people continuing to stay at the centre of the 
city to enjoy the benefits of low rents - the 
convenience of staying near the workplace 
and avoiding transport problems far 


outweighs any consideration of the ill-effects 
from pollution. Finally, in a country like 
India, the relative prosperity of cities attracts 
such vast numbers of unemployed and 
underemployed to them that the cities may 
keep on expanding indefinitely. Commercial 
and industrial complexes arc established 
everywhere and the distinction between the 
suburbs and the city centres in terms of 
pollution lends to become blurred. 

The next paper (jointly authored with Kurt 
Beron and James Murdoch) .inalyscs the 
determinants of country participation in 
global environment agreements. A country 
benefits from jts own emission reduction 
measures as well from that of other countries. 
One can then consider a non-cooperative 
outcome, where c.ich country decides on its 
own emission reduction as the best strategy 
given what others are doing. This non- 
coo perati ve outcome is obviously not Pareto- 
optimal. Us .significance lies in providing a 
benchmark level strategy - the country will 
join a co-operative agreement if and only if 
its welfare is enhanced beyond the non- 
cooperative level. There still theoretically 
remains a large zone for possible agreements 
to lake place. In pmclice. however, one .secs 
only a few agreements being signed, a pheno¬ 
menon that can be explained by the presence 
of spiliovu's and the uncertainly surrounding 
the benefits and costsof signing an agreement. 

The non-cooperative Nash equilibrium 
analysed in the paper has been recognised' 
to be the iiiinimum requirement for equili¬ 
brium in a strategic context. But theorists 
continue to be haunted by a number of 
unresolved problems related to the Nash 
equilibrium. For one, this equilibrium may 
nut be unique. And if it is not unique, how 
do agents end up at a particular equilibrium 
rather than another? These questions .seem 
to be especially relevant in the context of 
global environment agreements, but the paper 
docs not displaj any awareness of the.se 
questions. 

The paper uses data related to the signing 
of the Montreal Protocol on the reduction 
of ozonc-dcpieling substances, particularly 
CFCs. On the basis of the model employed, 
the paper hypothesises that the likelihood of 
voting for an environmental agreement 
depends on the national income, the emissions 
of other countries, the cost of compliance 
and tastes and preferences. The cost of 
compliance is difficult to measure. The paper 
uses three variables to represent this - the 
growth rate in |>cr capita income, the per 
capitaemissionsof acountry and the absolute 
value of , country’s latitude. More pro¬ 
blematic is the data related to the degree of 
political freedom and civil liberty in acountry 
as part of the tastes and preferences variable. 
The data here relate to the year 1986 and 
seem to be outdated in view of the transitions 
in many economies that have occurred since 


then. The results support most of the 
predictions made in the paper and I will not 
discuss them further. 

The final paper that I shall consider was 
written jointly with Jyoti Parikh »n<l analysed 
the interdependence of urbanisation. energy 
use and greenhouse efiects in ei onomic 
dcvcUipmcnt. While the paper with Kirit 
Parikh ItHiked at the excessive burdc'', placed 
on the absorptive capacities of the liKal 
environment through a process of urbani¬ 
sation. this paper considers the el feels via 
the direct and indirect energy requirements 
of urban living. As economic growth and 
industrialisation proceed, they arc accom¬ 
panied by rapid urbanisation which imposes 
itsown peculiarly energy-intensive resource 
use pattern on the society. 

The paper's empirical invc.stigalion icveals 
that, as expected, economic growth and 
industrialisation are as.sociaicd with highci 
levels of per capita energy use. Urb.'inisation 
is expected to contribute to greenhouse gas 
effects through increase in the fluxes of ail 
grcenhou.se gases. The paper finds that the 
percentage share ot the urban pttpulation in 
the total is uniformly significiint in the per 
capita fluxes of all greenhouse ga.ses (with 
the exception of CFC) and average incomes 
for all cases except CO,. Further, a more 
disaggregated examination of encrgy-u.se 
patterns suggests that “sectoral and fuel-use 
shifts accod^panying urbanisaiiun have 
greenhouse augmenting potential, parti¬ 
cularly from the rising electricity and trans¬ 
portation needs of development” (p 429). 

The paper concludes that restricting 
city-sizes and deriving “questionable hcnc- 
lits" of reducing grecnhou.se emissions may 
prevent developing countries from reaping 
the benefits of aggloir -i .iiion economies. A 
belter option is to target inappropriate trans- 
(Hirtalion patterns. Moreover, since many 
developing countries dc|>cnd on fossil fuels 
tor generation of electricity rather than 
hydroelectric power generation, the shift to 
electricity from petroleum based fuel use 
may not mitigate greenhouse discharges. 
The ciirclul study of the various factors 
related to greenhouse gas emissions from 
urhani.salion in this paper makes it a valuable 
contribution to the policy debates. 

Starting with a rather narrow, theoretical 
view ol the urbanisation process, Vibhooti 
had thus slowly enlarged her canvas to in¬ 
vestigate many of the real-liic considerations 
related to uriianisation. While one may not 
ncccs.sarily agree with some of the policy 
prc.scri ptions set out i n her papers, one cannot 
hut admire the rigour and honesty of her 
analysis. At every stage, she look extra pains 
to set out the limited context within which 
her results were valid. In her demise, the 
profession has io.st a careful researcher of 
i S.SUCS of great signi ficance for the develop! ng 
world. 
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SPECIAL ARTICLES _ . 

Public Invesbnent in Indian Agriculture 

TVends and Determinants 

D D Dhawan 
S S Yadav 

The determinants ofprivate investments are fairly well identified in a behaviouristic frame in investment literature. 
The same, however, cannot he affirmed about public investments which have been usually treated as exogenous 
variables by scholars in their macro-modelling of the Indian economy. This study is an exploratory effort in 
establishing a functional relationship for public capital formation in Indian agriculture. 


THERE isasort of revival of rcicarch interest 
tn the subject of investment or capital 
formation in recent years. However, one 
notices that this renewed interest is both in 
the scale as well as in the efitciency or 
productivity of capital investments. This is 
in contrast to the earlier interest during the 
195()s and the 1960s when study of 
enlargement of capital slock of an under¬ 
developed economy like ours received much 
more attention. Anyway, it is the .secular 
decline in public investments in Indian 
agriculture since 1980-KI that has triggered 
scholars’ interest in some pertinent issues of 
capital formation. For the first time in this 
year’s budget the centre has moved in a 
decisive manner to reverse the downtrend 
in public investments in agriculture by 
allocating an extra Rs900crorc for irrigation 
development. This effort should ceteris 
paribus step up public capital formation 
in agriculture by about Rs 300 crorc at 
1980-81 prices, thereby leading to a 
substantial recovery of the ground lost due 
to reduction in capital formation in agriculture 
on public sector account since 1980-81 
(between 1980-81 and 1992-93 this reduction 
amounted to about Rs 731'crare at 1980-81 
prices). 

Public investments in Indian agriculture 
enlarge the pnidtictivc base of agriculture 
provided these re.sult in real investments, 
and not paper investments which enrich 
simply the pockets of the concerned poli¬ 
ticians, engineers, administrators, contrac¬ 
tors, etc, without the creation of correspon¬ 
ding physical works. (Scale of investment 
leakage, though it varies across states, is not 
small when viewed in its totality because 
bulk of the public investments in agriculture 
arc meant for irrigation works which entail 
lot of construction activity wherein potential 
scope for leakages is utmost.) Besides directly 
enhancing the stix;k of capital employed in 
agriculture sector, public capital formation 
in agriculture is known to stimulate farmers’ 
own investments in farm business, resulting 


in a further enlargement of capital sttKk of 
agncultuie. This indirect enlargement of 
capital stock due to complementary effects 
of public investments on private investments 
in farming is of a substantial magnitude. 
According to one assessment, there is almost 
one-to-one correspondence between the two 
categories of farm investments, that is to say, 
one rupee of public farm invcstinciit leads 
to an additional one rupee of private farm 
investment. On this reckoning, the aforesaid 
extra allwation of Rs 900 crore for irriga¬ 
tion development in the central budget of 
1996-97 might generate a like amount of 
additional investments by farmers uuring 
this year. 

Roi.e oh Pi'Bi.ic Sector 

Public sector has played a crucial role in 
the development of Indian agriculture, more 
.so since the independence of the country in 
1947. This development effort has been 
motivated by one single most objective, 
namely, food security. For a large nation like 
ours (hci e could be no e.scapc from expansion 
in domestic production of foodgrains 
commensurate with its growing demand due 
to rising population and income effects 
ensuing from five-year plans. This objec¬ 
tive has been achieved through a number of 
ways but excluding, fortunately, direct farm 
prciduction under government aegis. Besides 
(i) government price support for important 
grain crops, 'ii) subsidisation of key farm 
inputs likechcmical fertilisersand electricity 
for irrigation piimpsets, (iii) institutional 
credit support from co-operative and 
commercial banks of the public sector to 
meet working ^nd fixed capital needs of 
farmers, and (iv) through a host of other 
agricultural support measures, productive 
base of the farm .sector has sought to be 
enlarged through direct public investments 
in irrigation schemes, soil and water con¬ 
servation works, land reclamation, con¬ 
struction of regulated market structures 
for farm produce, re.search in farm tech¬ 


nologies, etc. In short, the government depart¬ 
ments of irrigation and agriculture tried to 
enhance capital formation in Indian agri¬ 
culture. 

As far as physical assets are concerned, 
the net value of such assets of Indian agri¬ 
culture amounted to about Rs 29,(X)0 crore 
(at 1980-81 prices) when the First Five-Year 
Plan was launched in 1951.' Though these 
assets crossed the mark of Rs 8(),(XK) crore 
by 1991-92. we do not know how much of 
these arc accounted for by government 
ownershtp. Possibly, the government’s share 
is of the order of one-third. This estimate 
of government share is arrived at by us by 
cumulating annual investments (i e, capital 
formation) in agriculture on government 
account over the period I9()0-6I to 1992- 
93.* Such cumulation yields a figure of about 
Rs 38,000 crore (at 1980-81 prices) which 
amounts to about 32 per cent of the cor- 
respondingcumulativefigurcofRs 1,17,000 
crorc for the total capital formation in agri¬ 
culture on both public and private accounts 
taken together. 

Assuming thus that government share of 
total value of agricultural capital assets is 
one-third, one can say that the stock of net 
government investments in Indian agriculture 
stood at Rs 26.400 crore at the beginning 
of the 1990s. Tliis is at 1980-81 prices: at 
current prices, the same would be of the 
order of Rs 75.(XX) crorc, assuming that 
prices of agricultural capital assets rose by 
2.85 times between 1980-81 and 1991-92. 
As for the composition of these public assets 
in agriculture sector, prcci.se details are 
lacking,although it isgenerally believed that 
i rrigation structures (canals, dams, barrages, 
storage works, etc) preponderate in total 
government assets in agriculture. On the 
basis of his interactions with the CSO, C H 
Hanumantha Rao has alTirmed that (a) public 
investments in irrigation works in many 
recent years have accounted for most of the 
public capital formation in Indian agricul¬ 
ture, and (b) bulk of the recent decline in 
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public copital formatioa in i^cultuie since 
1980-81 IS due lo corresponding reduction 
in real public investments in imgation 
Utilising S L Shetty’s compilation of capital 
expenditure data under agnculturc and 
irrigation heads in the budgets of the state 
governments, we find that capital expenditure 
under irrigation head alone amounted to 
about Rs30,373crDreovcrthe 19-yearpcnod 
1970-71 to 1988-89 This constituted nine- 
tenths of total capital expenditure in the 
same penod under irrigation plus agnculturc 
heads taken together, namely Rs 33,653 
crore This budgetary evidence iunher lends 
support to the contention that public capital 
stock in Indian agnculturc predominantly 
consists oi irrigation assets 

At current prices, annual public invest¬ 
ments in agnculturc amounted to about 
Rs 3.762 crore in 1992-93 But at 1980-81 
pnccs this would be about Rs 1,065 crorc 
Relating It to the net\.ilueot Rs26 4(X)croie 
ut government assets in agnculturc onccan 
say that stixk of goseniment assets in agn- 
cultuie was tending to expand at the rale of 
4 I percent per annum in 1992 93 Thisnite 
however would diminish substantially il 
we also reckon with dcpicciation clement 
tor 1992 93 The depreci.ilion clement has 
been nsing for public capital stock in agn 
culture since 1980 81 when net and gross 
value of public capital formation in agn 
culture began to be published in the NAS 
document At 1980-81 pnccs this deprc 
ciJtion charge rose from a level ol about 
Rs 364 crorc in 1980-81 lo about Rs 581 
crore by 1991-92 As r result the net value 
in 1991 92 was halt the gross value ol 
public fixed capital formation in 
agriculture in that year This suggests that 
in net teims the public capital stock in 
agnculturc grew in 1992-93 by about 2 per 
cent only, a rate that is merely matching 
the rate at which population continues to 
grow in this country 

DrCLINC IN PUBI It iNVbSIMrNT 

Though nominal public investments in 
agnculturc have tended to nsc year alter 
year in real teims (ie.net of pnee rise) these 
have tended to diminish in absolute 
magnitude since the beginning of the 1980s 
More specifically ihese investments expan¬ 
ded, according lo Mitra’s assessment, at the 
rate of 12 76 per cent, per annum between 
1960-61 and I ^2-93. with marked at celcra- 
ttonwitncsseddunnglhe 1970sas compared 
to the 1960s (18 90 per cent per annum 
over the penod 1970-71 to 1980-81 as com¬ 
pared to 9 69 per cent per annum between 
1960-61 and 1970-71) but sinking decelera¬ 
tion recorded dunng the 1980s (609 per 
cent per annum)' Once we eliminate the 
pnee inRuence on asset values wc find that 
the phenomenon ol deceleration of the 1980s 
transforms into a sloiy ol sinking decline 


in public sector panicipmlon in farm capital 
formation More precisely, the rate ot dec- 
linein public capital formation in agnculturc 
at I98()-8I pnccs acc'ording to Mitral 1996), 
was 4 57 per cent per annum between 
1980-81 and 1990 91,and7 lipcreentper 
annum over the more recent period of 
1986-87 to 1992 93 This marked declining 
tendency is in sharp contrast to the nsmg 
tendency witnessed in the pre-1980-81 
penod (eg 9 per cent per annum dunng 
the 1970s) 

A good deal ol gross capital formation is 
towards replacement of old assets which 
have outlived their usefulness Thus a true 
measure ol .iddition to productive capital 
stock IS provided by net capital formation 
(net ol depreciation charge) If wc look at 
annual data on net capital formation in agn- 
culiurc on public .iccount wc lind it shows 
a much steeper decline than that revealed by 
annual d.ua on gross capital formation Thus, 
between 1980-81 .ind 1991-92 the value of 
net fixed capital formation on government 
account in .igiuuliure (at 1980-81 pnccs) 
fell from Rs I 528 crorc to Rs 581 crorc 
indicating a reduction ol the order ot 62 per 
cent .IS comp,Hed to 30 per cent reduction 
revealed by gros' fixed capital formation on 
guicmmeni account in agnculturc in the 
same penod 

Dl TFKMINANTS <H PUBLK InVI-STMLNIS 

Year to-ycarc lunges in real puhliccapil.il 
lurm-ntion in agriculture were also con¬ 
siderable ranging between a low level ol 
Rs 589 croic (recorded in 1960-61) and a 
high level ot Rs 1.7% crore (recorded in 
1980-81) - the coefficient ot variation is ot 
the order ol 35 |)cr cent Ihese vnri.rtions 
raise the pertinent issue what tactois 
detcrmiiK ihc annual magnitude ol public 
c.ipiial formation in Indian agnculturc'’ 

In macro modelling literature, investment 
in Indian .ignculturc has been considered in 
two ways While a behavioural investment 
function Is specified lor private fixed larm 
investments public investments iii agn 
culture arc deemed to be exogenously deter 
mined In poiiii ot tact, with ihc noiabic 
exception of one model, public investmenis 
in their cniircty arc assumed lo be exo¬ 
genously determined in other studies 
According lo Bliidc cl al (1996) this ex 
ccptional case is th.it ot Ahluwalia and 
Rangarajan (1986) wherein total public 
investment ol llic economy as a whole is an 
endogenous van.'ible Savings in ihc public 
sector and market borrowings by the public 
seciorarci''kcnby Ahluwalia and Rangarajan 
as cxpl,maiory vanables lor total public 
investment Tliis provides a useful clue to 
us lor tlic specification ol the function for 
public investment in agriculture Intact we 
do find that ovci the period 1969-61 to 
1992-93 public farm capital formation (at 


1980-81 prices) was indeed positively * 
related to both net annual borrowings by ^ 
the state governments (r « 0 44) and 
revenue surplus ot the stale government ( 
budgets (r s 0 36) ' 

Borrowings and revenue surplus of the 
cemre are not being reckoned with here 
because bulk of the public capital formation 
in agnculturc takes place on account of 
the states under whose exclusive purview 
comes agnculturc (including tmgalion 
sector) as per the Indian Constitution Net 
borrowings by the states have been rising 
since 1960-61 At 1980-81 |xrccs,tliese stood 
at a level ol Rs 4,523 crore in 1992-93, 
about 2 75 times the level ot about Rs 1,644 
crorcof I960 61 Since the beginning of the 
I9K(K there appears to have senna marked 
slow-down in the growth ot this vanabic, 
more so since 1982-83 On point-io-point 
basis ot companson, the net borrowings by 
tlic states rose by about 16 per cent (onc- 
sixth) between 1982-83 and 1992-93 In 
contrast, these incrcasc'd by 92 per cent 
between 1972-73 and 1982 83 though 
there was hardly any growth witnessed in 
Ihc carlici decade, 1962-63 to 1972-73 
In point of fact the year-to-year variations 
in net borrowings arc considerable 
(CV s 44 per cent) It may be pointed out 
that the state governments ability to bor¬ 
row funds from Ihc market is constiained 
by the requircmeni of prtoi approval by 
the centre 

As regards the other source of funds for 
public investment tlic surplus on revenue 
account of the states in 1960-61 was Rs 114 
crorc (at 1980-81 prices) which turned into 
a deficit ol Rs 214 crore in the subsequent 
year 1961 62 Thereafter it shows wide year- 
to-year vanations (CV = 1 003 per cem) 
but with two noteworthy phases It re- 
nuiined positivedunng 1974 75to 1983-84 
Rs 612 crorc in 1974-75 Rs 1 409 crore in 
1975 76 Rs I 492 crorc in 1976-77, 
Rs I 294 crore in 1977 78 Rs 1,385 crorc 


Tabi l I Ki 11 N r Diiwnthenus in Ai aitucniaR's 
SlIAKI IN TorAL PUBUt Invcsimgnis and in 
RimAi tiu nuncAnoN 1980 HI lu 1992 93 


Year 

Agncullun. s 
Shaie in Total 
Public Invesinicnis 
(Percent) 

Number of 
Villagex 
Etecinfied 

1980 81 

153 

22488 

19X1 82 

11 5 

24224 

1982 83 

10 5 

27370 

1983 84 

110 

23680 

1984 8S 

99 

22771 

1985 86 

90 

I9%l 

1986 87 

79 

24552 

1987 88 

92 

20808 

1988 89 

8 0 

19838 

1989-90 

66 

15347 

t990 9l 

6 1 

10286 

1991-92 

57 

4689 

1992 93 

60 

294 
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in 1978-79. Rs 1.703 crore in 1979-80. 
Rs 1,486 crore in 1980-81, Rs 1,269 crons 
in 1981-82, Rs 728 crore in 1982-83 and 
Rs42 crore in 1983-84. But it has tended 
to remain negative since 1984-85. 

Net borrowings plus surplus on revenue 
account together determine the total 
availability of investment funds with the 
state government.s. Evidently, revenue deficit 
in a year decrea.scs the net availability of 
investment funds since part of the borrowed 
funds get absorbed in covering the deficit 
itself. Abstracting from the effect of price 
inflation and woilcing at 1980-81 prices (at 
which the latest series of real public capital 
fonnation has been compiled by the CSO). 
we find a marked reduction in availability 
of real investment funds with the state 
governments between 1980-81 and 1992- 
93. More specifically, total availability of 
such investment funds declined from a level 
of Rs 4,025 crore in 1980-81 to Rs 3,091 
crore in 1992-93. In this period, there was 
some upward drift, up to the mid-1980s, 
resulting in the highest level of Rs 5,148 
crore for 1985-86 (preceded and followed 
by much lower values of Rs 3,491 crore in 
1984-85 and Rs 3,794 crore in 1986-87). 
Anyway, the absolute reduction in fund 
availability between 1980-81 and 1992-93 
amounted to Rs934crore. I n the same period, 
the reduction in public capital formation in 
agriculture amounted to Rs 731 crore. Tlius. 
the brunt of investment fund scarcity with 
the state governments i n recent years appears 
to have been borne by agriculture .sector. 
That is to say. agriculture's per cent share 
in total investment funds must have fallen, 
a point to which we return a little later in 
the paper. 

Regressing public investment in agnculturc 
(INVESTMENT) on both net borrowings 
(LX3AN) and surplus on revenue account 
(SAVING), we find that one rupee of state 
borrowings (from the market as well as non- 
market sources like the centre) resulted in 
an increase of about a little under one-third 
of a rupee in public capital formation in 
agriculture. The resultant increase from one 
rupee of addition to public savings was 
somewhat higher as per the following 
regression equation; 

INVESTMENT = 202.22 + 0.3129 LOAN 
(2.10) (10.30) 

+ 0.3951 SAVING...! I) 
(9.48) 

RJ = 0.8089 n = 33 

It maybe pointed out that (a) all three variables 
are in real terms, viz, at 1980-81 prices, and 
(b) these arc in Rs crore. As shown by the 
high t-values within parenthe.ses. both the 
explanatory variables arc highly significant. 
Tlw coefficient of multiple determination. 


viz, R*. is quite high, though some 20 per 
cent of the variatipn still reiininsunexplained. 
That means some scope exists for adding 
more explanatory variables to the above 
investment equation. Before we do that, we 
may like to point out two things. Firet, net 
borrowings and revenue surplus in the state 
budgets are negatively correlated over the 
period under investigation. In fact, the level 
of the revenue-surplus was negative during 
the last 9 years - with a latent tendency to 
rise also with time - during which net 
borrowings were positive and somewhat 
ri.sing also. According to equation (I), 
dissaving or deficit of one rupee in state 
government revenue accounts reduced public 
capital formation in agriculture by about 40 
paise (Rs 0.40). 

Second, there could be some lag effect 
between borrowing and its transformation 
into physical a.ssets. imstead of completely 
lagging LOAN variable by full one year, we 
consider it more realistic that an average 
value ofLOAN and LOAN ,(AVLOAN)be 
incorporated in the regression equation. The 
investment equation .so dynamisixl turns out 
to be as follows: 

INVESTMENT = 160.13 + 0.3319 AVLOAN 
(1.62) (10.4) 

• +0.4222 SAVING, ...(2) 

(9.86) 

R2 = 0.8II7 n=-33 

The sum total of the borrowed funds and 
revenue savings stands for total annual 
availability of inve.stment funds with the 
state governments. Agriculture (including 
irrigation) is probably the single most 
important invc.stmcnt head in slate budgets. 
Still. It has to compete with other investment 
heads: road.s, education, electricity generation 
and distribution, rural electrification, etc. 
Wh.u the share of agriculture sector in total 
investment funds is may be determined by 
a host of factors, of which the following ones 
need mentioning here: 

Drought. A .severe drought, especially if 
it follows a drought in the preceding year, 
can generate public pressure on a state 
government, not only to incur special 


drought rdiefexpenditurebttt also toinvest 
moreinagriculture,especialtyin irrigation 
works. 

Food scarcity. Whenever the country is 
passing through a phase of food shortages, 
the states may invest more in agriculture 
sector. On the other hand, a comfortable 
food situation, especially in the form of 
grain stocks with government agencies, 
can lessen the compulsions on the centre 
to urge the states to invest in agriculture. 
Self-reliance in foodgrains. In the eariy 
1970s, the centre acutely felttheimperativc 
of the nation being self-reliant in 
foodgrains. Political perception then was 
that the US would not ofler any PL 480- 
likc easy food .supplies in case frxKigrains 
output fell steeply as happened during 
l965-(>6 and 1966-67. This impelled the 
centre to impress on the states to double 
up in the expansion of irrigation faci¬ 
lities in both public and private sectors. 
Tliis led to substantial step-up in irriga¬ 
tion outlays from a level of Rs 350 crore 
during 1971-72 lo 1973-74 to Rs 551 
crore in 1974-75 (57 percent nsc), Rs 6.59 
crorcin 1975-76(20 per cent nsc). Rs939 
crorc in 1976-77 (42 per cent ri.se) and 
Rs 1,135 crorc in 1977-78 (21 per cent 
ri.sc).^ 

Whatever be (he factors, the per cent share 
ot all public capital fonnation directed lo 
agriculture .sector can be taken as another 
determinant of public investments in Indian 
agnculturc.' This share (computed tram 
capital formation estimates at current prices) 
ranged between a low level of 5.7 per cent 
and a high of 15.4 per cent (recorded in 
1977-78), with a marked downward tendency 
in recent years (vide Table I, col 2). This 
decline could be inter alia attributed to 
comfortable food position since 1980-81.* 
In this context one may discuss to what 
extent investment funds withdrawn from 
agriculture sector in recent years have been 
directed by the state governments into sectors 
which provide vital indirect support to 
agriculture sector. There is an impression in 
.some well-informed circles that decrease in 
publiccapitai formation in Indian agriculture 
since 1980-81 might have been offset by 
corresponding, commensurate increase in 


Ta8i.e 2. Linear KroRassioN Equations ior Pubuc Capital Formatvin in Agritultuke 

1960-61 TO 1992-93 


Equation No 

Constant 

LOAN 

SAVING 

AGRI-SHARE AVLOAN 

R=* 

DW 

1 

(-)63(>* 

0.3582* 

0.2964* 

66.95* 


0.8679 

1.57 


t-2.57) 

(12.60) 

(6.64) 

(3.60) 




2 

(-)875* 


0.3112* 

81.38* 

0.3955* 

0.8948 

1.30 


(-3.82) 


(7.78) 

(4.78) 

(14.30) 




Nates: I Figures in parentheses arc t-volues. 

2 * imiicaies siatisiical significance. 

3 LOAN stands for nci annual borrowings: AVLOAN stands for mean value ofboiTOwings 
in year t and year t-1; .SAVINO in slate budgets; AGRi-.SHARE stands for percent share 
of public investments in agriculture. 
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pubfic capital fonration in such other sectors 
08 hove close bearing on the production 
performance of agriculture sector. In 
particular, public investments in rural 
electrification, which are shown as part of 
the energy sector in NAS of the CSO but 
are primarily meant to energise irrigation 
pumpsets, might have been stepped up by 
the states during the period under reference. 
Likewise, public investments in rural roads 
(which are shown as part of the capital 
formation in the transport sector) since 1980- 
81 might have been raised by the states. 
Because of lack of data on capital formation 
in rural electrification, rural roads and other 
types of agriculture-related activities (e g, 
public investments in chemical fertilisers), 
it is not possible to test fully the veracity 
of the aforesaid impression. 

However, i n re.spect of rural clectri fication 
one can examine the statistics of annual 
achievement in terms of number of villages 
electrified on the presumption that average 
capital cost of elecinfication per village had 
not changed over time. Going by this 
surrogate measure of investment in rural 
electrification, we find that such public 
investments too have shrunk since 1980-81: 
whereas 22,488 villages were electrified 
during 1980-81, barely 300 villages were 
electrified during 1992-93. Of course, much 
of this shrinkage or reduction ensued towards 
the end of the 1980s, though some step-up 
in village clcctrificalion is di.sccmible in the 
early 1980s (Table I). This reduction in rural 
electrification activity since 1980-8! is in 
sharp contrast to a rising trend in the pre- 
1980 planning period. The annual average 
of nuniK-r of villages electrified was 4,679 
during 1961-66, 9,5,30 during 1966-69, 
16.598 during 1969-74, 15,208 during 
1974-79 and 17,029 during 1979-80. 

In the light of the above evidence on 
government’s rural electrification pro¬ 
gramme, one cannot categorically affirm 
that recent withdrawal of public .sector 
from direct investments in agriculture has 
led to any apparent increase in public 
investment elsewhere in the economy that 
might be equally supportive of agriculture 
sector. 

MatN Resui.ts of MuuTiPtE Regrkssion 

Percent share of agriculture in total public 
capital formation (AGRI-SHARE) is posi¬ 
tively but weakly related to INVESTMENT 
variablc(rs0.18). Yet, in multiple regression 
analysis it turns out to be statistically quite 
significant (vide Table 2). In fact, all the 
three explanatory variables together account 
for 87 to 89 per cent of the variations in the 
dependent variable, namely, public 
' investment in agriculture. Equation 2 appears 
to be better than Equation I in two n»pccts. 
First, it has a higher R’. Second, the 


magnitudes of its regression coefftcients are 
also higher. The analysis that follows is 
based on this equation. 

Going by the magnitude of the t-statistics. 
net honowings by the states (AVLOAN) 
exert relatively stronger influence on 
variations in public capital formation in 
agriculture in India. The t-valuc of the 
estimated regression coefticient of this 
variable is of the order of 14.30, well above 
the corresponding t-valucs of 7.78 and 4.78 
of the regression coefficients of revenue 
surplusandagriculturc’ssharcof total public 
investments, rcspcctivcIy.IncliMiicity terms 
al.so, the contributory role of the borrowings 
variable in bringing about changes in public 
capital formation in agriculture turns out to 
be much higher than that of either of the two 
other explanatory variables. At the mean 
values of alt the foui variables, the elasticity 
of public capital lormution in Indian 
agriculture wri AVLOAN is almost unity 
(0.99, to be more prcci.se) as compared to 
the corresponding elasticities of 0.02 and 
0.75 in respect of SAVING and AGRI- 
SHARE variables, respectively. 

Admittedly, the magnitude of the clasticil y 
of SAVING variable, shown above, is 
po.ssibly undcras.scs.\cd. This could happen 
as the mean value of this variable for the 
period under study was quite low. viz, about 
Rs 90 crorc (at 1980-81 prices) because 
surpluses of many years were sub.stantially 
offset by deficits in other years. Were we 
to compute the above elasticities at the latest 
valucsof the vanahlesin 1992-93 (SAVING 
* (-) Rs 1.432 crorc; AVLOAN = Rs 4,753 
crorc. AGRI-SHARE = 6.00 per cent and 
INVESTMENT = Rs 1,065 crore), thc.se 
would be of the following order; 

Elasticity for AVLOAN = 1.77 

Elasticity foj- SAVING = 0.42 

Ela.sticity for AGRI-SHARE = 0.46 

We find that net govemmeni borrowings 
still turns out to be much more important 
than either revenue surplus or agriculture's 
share in total public investments. 

Another noteworthy result emerging from 
our multiple regression analysis is that a 
reduction in state government deficit on 
revenue account by one rupee leads to an 
increase in public investment in agriculture 
by not one rupee but much less becau.se the 
regression coefficieni of SAVING variable 
is far below one. viz. 0.3112. This means 
that if state governments in India somehow 
manage to reduce theirdissavings on revenue 
account by Rs 1.000 crorc, the resultant 
increase in public capital formation in 
agriculture, dher things being equal, would 
be Rs 311.2 crorc. Looking at things from 
a different angle, increase in government 
deficit on revenue account, by Rs 1,000 
crorc a year.'.say. through subsidies to 
agriculuirescctortviaunderpricingof public 

canal waters or of electricity sold to farmers 


by the stateelectricity boards) reduces public 
capital formation in agriculture by Rs 311.2 
crore (and not by Rs 1.000 crorc). 

According to equation no 2 (vide Table 
2). only about Rs 0.40 nut of one rupee of 
net borrowing is utilised inciipital fonnation 
in agriculture. One may rightly ask: what 
happens to the rc.st of the rupee, i e, Rs 0.60 
of the borrowed money? In recent years, 
some of it has been u.scd in covering the 
revenue deficit (which has partly been due 
to mounting burden of debt service 
expenditure, i c. interest payments on 
outstandi ng go veromem loans). To illustrate, 
between 1986-87 and 1992-93 the sum of 
net stale government borrowings totalled 
about Rs 33,046 crorc (at 1987-88 prices), 
in the same period, the annual revenue detlcits 
of the state governments cumulated to 
Rs 7,904 cnire. Thc.<ic .siati.stics show that 
RsO.24 out of each borrowed rupee was 
abiiurbed in covering revenue deficit during 
1986-87 to 1992-93 - this stood at Rs 0,32 
in 1992-93. This ‘leakage’ of capital funds 
towards coverage of revenue dcficiis was 
comparatively much lower in earlier years 
witnessing revenue deficit, namely, 1961 -62. 
1965-66. 1966-67, 1967-68, 1969-70. 
1970-71, 1971-72 and 1972-73 - lorthe.se 
years Rs 0.08 only out of one rupee was used 
up in meeting revenue deficits. 

Summary and Conclusions 

The determinants of private invesimcnis 
arc fairly well identified in a bchaviouristic 
frame in investment literature. The same, 
however, cannot he affirmed about public 
investments which have been usually trea¬ 
ted as exogenous variables by scholars in 
their macro-modelling of the Indian 
economy. This study is an exploratory 
effort in establishing a functional relation¬ 
ship for public capital formation in Indian 
agriculture. We have considered two factors 
that together determine the supply of in¬ 
vestment funds to .state governments in 
India. Tlicse are: (I) net boiTowings of tlie 
.states, and (2) financial surplu.ses emerging 
in revenue account of the slate budgets. The 
third factor chosen by us is Hie relative 
share of agriculture sector in total fixed 
capital formation in tlie entire Indian eco¬ 
nomy on public account. It is a broad 
measure of overall government ‘preference’ 
for agricultural investments w.«-<«-vi.v 
investments in other sectors. 

Bulk of the public investments in Indian 
agriculture arc for the purposcof development 
of irrigation infrastructure. SiiK-e nearly ihtee- 
fourths of irrigated area is devoted to 
fmxigrains production by Indian farmers, 
public investments in irrigation are inicrolia 
determined by government concern on 
domestic food front. A severe drought can 
compel both state and central govemmenis 
to pay more heed to investments in 
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whereas comfortaMe s(ocf[s of 

Ae</gnuns with government egcnckn can 
reduce nich compulsions. 

ft is round that public capital formation 
in Indian agriculture is positively determined 
by the above mention^ three factors. Each 
a^hional rupee of net borrowing by the 
suites resulted in about two>nrths of a rupee 
wofth of fixed capital formation in agriculture 
on public account over the period 1960*92. 
Of course, if the borrowed founds arc tied to 
agricultural projects like irrigation works 
and watersh^ development programmes, 
these may then he wholly (i e. rupee for 
rupee) transformed into capital formation. 
Pbrexample, the special provision orRs900 
crare for irrigation development in the central 
budget for 1996-97 by the United Front 
government would step up public capital 
formation in agriculture to the same extern 
as this money is likely to be advanced to the 
states for the specific purpose of irrigation 
dcvelopmem. 

One rupee of additional savings in slates' 
revenue ^dgeis gives rise to about a little 


uaderoM'lbMofanipee worth ofpuUic 
ciqtiial formation in agricuiturc. Hius, 
reduction in huge budget deUcil on 
revenue account (over Rs 5.000 crore in 
1992-93} by the state governments can 
substantially step up public investments 
in agriculture. But the entire reduction in 
dissaving, say, through elimination of 
subsidies in irrigation and electricity for 
agriculture use by Rs 1,000 crore per 
year, would not materialise in a like 
amount of fixed farm capital formation 
on public account - it might be around 
Rs 331 crore only. Between savings on 
revenue account and net market 
borrowings, the latter has a stronger 
contributory role in fixed capital formation 
in agriculture. This is inferred from 
comparative values of ela.sticities of public 
capital formation in agriculture with 
respect to lhc.se two variabic.s. The 
contributory role of the third variable, 
namely, agriculture’s share in total public 
capital formation. euKrges somewhere in 
between the.se other two variables. 


1 The net value of assets is obtained by the 
Ceniflil Statistical Organisation (CSO), t^icb 
piepoies such estimates os part of the Notional 
Accounts of the country, by deducting 
depreciation charges. 

2 TheCSO'scompilatioiM show separate values 
of public ondprivaiccapitol fomuaionin Indian 
agriculture from 1961)^1 onwards only. The 
latest year for which such separation isnvailiible 
is 1992-93. 

t Source. Mitra (1996), Table II. 

4 These statistics ore cited from Sheity (1990). 

.3 InoureorlierstudylDliawanandYadav. 199.5] 
on determinants of private investment in 
agriculture, we found that inter-state disparity 
tn 1981-82 in fixed capital lurination in 
agriculture was well conelaied with farmers' 
preference for fixed fann investments I'is-ri- 
vi.r other invcslinent/capital expenditure 
options. That farmers’ preferences forpaniculor 
investnuinl options also matter was again 
confirined in another study (Dhnwan 1996) 
when inter-state variations in respect of 
irrigation investments by funneis during 1981- 
82 were found to be well correlated with their 
preference for irriguliun over non-irrigation 
options. The ACRI-SHARE variable here is 
conceived with similar rationale on pan of the 
Slate governments. 

6 Food procurement has tended to exceed stale 
food dislribuiian obligation in recent years, 
whereas c.irlier. fixid procurement fell .sliori 
of fooddisinbutionobtigiiuon. This turnaround 
has come about because foudgruins 
procurement-which rose fnmi I million tons 
in 1960 to about 7 million tons tn 1970. 11.2 
million tons in 1980. 24 million tuns in 1990 
and 28 million tons in 1993 - outpaced the 
grain distribution through ration and fair price 
shops. 
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Appcmilx Tabic 


Year 

Public Capital 
Formation in 
Agriculture 
(Rs Crore) 

Agriculture's 
.Share in Public 
Capital Formation 
•n India (Per Cent) 

Net Borrowings 
by the Slates 
(Rs Crore) 

Surplus in 
States' Revenue 
Accounts 
(Rs Crore) 

1960-61 

589 

II.1 

1644 

114.00 

1961-62 

600 

11.5 

1841 

-214.14 

1962-63 

694 

10.8 

1962 

101.(N) 

1963-64 

725 

10.0 

2114 

3.37.22 

1964-65 

765 

10.3 

2285 

195.16 

1965-66 

798 

10 3 

29.50 

-149.10 

1966-67 

696 

10.2 

2015 

-191.48 

1967-68 

688 

9.7 

• 1968 

-22.03 

1968-69 

775 

12.7 

1918 

64.70 

1969-70 

775 

l.VI 

1418 

-129.06 

1970-71 

789 

11.7 

1858 

-46..56 

1971-72 

851 

11.6 

1823 

I3..54 

1972-73 

1049 

1.3.5 

2028 

-144.77 

1973-74 

993 

11.9 

18.31 

-205.28 

1974-75 

919 

lO.I 

1511 

611.79 

1975-76 

1041 

9.5 

1669 

1409.00 

1976-77 

1378 

11.8 

1474 

1491.70 

1977-78 

15.34 

15.4 

2141 

1294.40 

1978-79 

1697 

14.1 

.3294 

1.385.20 

1979-80 

1772 

1.3.7 

27.37 

170.3.10 

1980-81 

1796 

15.3 

25.39 

I48.5..50 

1981-82 

1779 

II.S 

.3219 

1269.00 

1982-83 

1725 

10.5 

.3911 

728.24 

1983-84 

1707 

11.0 

4051 

41..57 

1984-85 

1673 

9.9 

4119 

-627.98 

1985-86 

1516 

9.0 

4775 

.37.3.01 

1986-87 

1428 

7.9 

3808 

-12.14 

1987-88 

14.50 

9.2 

4387 

-583.69 

1988-89 

1.362 

8.2 

4666 

-776.97 

1989-90 

1156 

6.6 

5216 

-1435.90 

1990-91 

11.53 

6.1 

5463 

-1911.20 

1991-92 

1001 

5.7 

•498.3 

-■751.70 

1992-93 

1065 

6.0 

4523 

-1432.00 


Sources: Data for public capital fonnatiim in agricuiturc and shore of agriculture in total public 
capital formation have been taken from Ashok Miira's paper. ‘Public and Private 
Invetlineiit in Agriculture'. Data for net borrowing and revenue surplus have been taken 
from RBI Reptm on ('urreury nml Finance (various issues). Data is adjusted at 1980-81 
prices as in the case of public capital formation in agncullure. 


714 


Economic and Political Weekly April 5, 1997 



Indian Nationalism: State of the Debate 

T V Sathyamnrthy 

This hisUHical overview of the nationalist discourse analyses the three mam tendencies repiesented the Indian 
National Congress, the Hindu nationalists and the communists in the pre-independence period With regard to 
post-independence period, it distingitishes between the newly emerging local elites-hased regional iwlitual forces 
on the one hand, and popularh based democratically inspired movements with local autonomy a\ their cornet stone, 
on the other 


THE nationalist discourse in India has 
undergone a rapid transformation with the 
political changes that have steadily tnluced 
the dominant place occupied by theCongress 
Party Atthesametime,nationalistdiscourse 
in India has been an’ectcd by new currents 
in histoncal scholarship extending the span 
of inquiry and research topre-coloniai Indian 
social formations on the one hand, and on 
the other, by the emphasis given to political 
communities shap^ by specificities of 
region locality, religion and culture 
Even at independence, when the domi nant 
Congress ideology ot Indian nationalism 
appeared to exude the flavour ot a mono¬ 
chromatic, integrated and homogeneous 
blend, other and otten opposed viewpoints 
were by no means doimant Curiously 
enough Gandhi who made no secret of his 
opposition to partition dissociated himself 
from the August 15 1947 celebrations He 
was in favour ot an independent undivided 
India, loosely held together by a minimally 
powerful central state, with political 
autonomy widely dispersed to regions and 
localities down to the village 
Gandhi’s ideas with respect to nationalism 
were registered in two keys In the anti- 
colonial political mode he viewed Indian 
nationalism as an all-India resistance to the 
colonial power In the ‘Ramrajya"'orethical 
mode (i e, in a domestic or internal context), 
Gandhi espoused a vision of a network of 
independent, autonomous or partially 
autonomous (presumably also partially 
sovereign) local political/administrative 
structures, each w<ih its own policies and 
programmes shaped by its environment 
TheCongress however, rejected the latter 
part ot Gandhi’s complex multi-layered 
vision Its mam objective was to inherit the 
state at independence and to control its 
power The state was seen as the medium 
through which the Congress could pursue 
its own interests as the political trustee of 
the vanous segments of the Indian national 
bourgeoisie and the elite Gandhi’s 
Ramrajya requiring a sharing of power 
between the state and lower levelsof society, 
was unacceptable because it would interfere 
with the project of the Congress Party 
The concentration of power in the ruling 
party had I ar-reaching consequences for the 
shaping of Indian nationalism and the 
challenges to which it gave nse In order 
to gam a closer understanding ot this 


complex phenomenon, an attempt is made 
in this essay to provide an account of the 
evolution ot the dynamic ot Indian 
nationalism from the tune ot inception of 
the Indian National Congress (INC) The 
concluding section ot the paper outlines 
some ot the academic insights that arc 
beginning to emerge in respect of the roots 
ot this phenomenon in pre-colonial India 

I 

That colonial rule was greeted with v<irying 
degrees of animosity by large segments ot 
the Indian rural population is a well 
substantiated view Much less well 
appreciated however is the complex nature 
of the systematK it unsucccsslul and 
apparently episodic armed resistance to it 
ottered by a vaiicty ot social tnrccs by now 
well documented by a number ot histoi tans 
in particular those who have put forward a 
subaltern view ot colonial rule' The 1857 
Insurrection demonstrated theextent to which 
the rural population had come to dislike 
colonial rule Resistance to colonial rule at 
the base ot society which assumed serious 
and militant forms did, by no means directly 
lead to the construction ol an Indian 
nationalist ideology as we know it 

However the assumption of imperial (in 
Iheploceot theEasilndiaCompany s)conirol 
over the colonial stale was accompanied by 
a far-reaching administrative uniticalion ot 
India A redui tion in the dc facto autonomy 
ot the three presidencies was accompanied 
by an even tighter control over the newly 
created provinces inccntral, northern, north¬ 
western and north eastern India 

The first three decades since the 
proclamation ot imperial rule witnessed the 
emergence ot a more or less homogeneous 
English educated Indian elite - unevenly 
distnbuted between the vanous regions 
between the two most numerous 
communities (VI7 Hindu and Muslim), and 
between the higher and not so high castes 
(the lower and lowest castes being kept 
almost totally outside the sphere ot public 
lite) - the leading representatives ol which 
raised, in due course demands ot vanous 
kinds for taking part in administration T he 
colonial power - response was one ot 
alternately encouraging and repressing the 
articulate sections ol the elite and more or 
less successful!) creating divisions among 
tiiem 


TheINCheganilscarecrin 1885 in humble 
and loyal opposition to the colonial 
government Within a hnetpenod dilterent 
sections of its leadership developed political 
consciousness ranging over the entire 
spectrum from mild liberalism to dilfeient 
brands ot radicalism Thus the first 
generation of native political leadership of 
colonial India had no inlciesi beyond pleasing 
the rulers and wheedling concessions tor 
themselves and their supporters mainly in 
the form ot jobs The second gcneraiion of 
political leaders took a longer term view ol 
the country’s future The liberal 'moderate’ 
and constitutional sections ot the INC were 
convinced that a continu ition of Bntish rule 
was in the country s inieresls whilst a more 
radical scclion(which underBalGangadhar 
Tilak s leadership was labelled as 
extremist ) developed a nationalist’ 
perspective anplicabic even in the short run 

In addition to tlie cxpcmists’ within the 
Congress revolutionary radicals outside the 
party, especially in Bengal posed armed 
challcngcsioihccolonialpower Intellectuals 
ot various shades ot opinion espoused the 
cause of reform of the Hindu way of life and 
ol strengthening Ihe spintual foundations of 
the society as a means lo the achievement 
ol national self rule All in all the scaah 
for a nalionul past was niountcd by the 
Icadeis ol Indian opinion and this, at Ihe 
time w<is not diffcrciiliatcd in their minds 
fnim a Hindu/national past 

The mindset ol the English educated 
Indian intelligentsia was laigcly shaped by 
the metropolitan ideas of ihc rulers The 
Indian clue was <idcpi ai separating the 
pn vatc and personal spheres from the puolic 
sphere In the public sphere the Indian elite 
accepted without icscrvalion and without 
giving thought to Ihe spcciricities ot the 
'x.al conditions the ideas of European 
nationalism that lay at the root of the political 
evolution ot Europe from Ihe tunc ol the 
French revolution to the outbreak of the 
first world war 

An uncritical acceptance of the new 
European nation states as the mixlel for the 
Indian nation after independence gave use 
to problems that, within the next SO years, 
became so intractable that the Indian nation 
envisioncdby an earlier generation ot leaders 
became unachievable in practice An 
enormous structure held India together 
administratively only by pushing beneath 
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the surface the political contradictions 
engulfing the society. Administrative unity 
imposed from above was entirely different 
from political unity (which is an essential 
characteristic of nationhood). The former 
relied on compliance; the latter required as 
a desideratum, the forging of legitimacy 
within anational framework freely bestowed 
by all sections of the population. 

Until the arrival of Gandhi on the Indian 
political scene, the main tension within the 
INC was between two sections of the 
leadership. One of these concentrcited its 
energies on winning over the colonial power 
to its side, whilst the other mobili.sed the 
mass of the people (particularly in urban 
areas) in order to confront the enemy. When 
Gandhi took over the leadership of the INC, 
several tendencies were impinging on the 
Indian nationalist project; 

1 Liberal constitutionalists, under Gokhalc's 
leadership, were politically minimalist in 
their general orientation. Their instinct was 
to co-operate rather than to confront. Their 
conception of India was more or less identical 
with that of the colonial power. 

2 Moss agitationists who, under Tilak's 
leadership, simultaneously favoured a 
revolutionary brand of national ism for which 
the Russian Revolution provided the 
inspiration and a return to a nationalist ideal 
for which the template was the golden age 
of Hinduism reaching back lothepie-Muslim 
era. These leaders rejected the British 
administrative approach to unification 
imposed from atove. They emphasised 
India's political integrity through its culture 
and religion over a millennial span of 
idealised history. This strand of leadership 
subsequently joined the Hindu Mahasabha. 

3 Insurrectionary opposition to the colonial 
power consisted of tiny groups of brave 
individuals who were prepared to take up 
arms against the authorities. In the final 
analysis, their project was anti-British rather 
than nationalist in character. 

4 The Communist Party of India (CPI) was 
established during the mid- to late-1920s. 
a few years after the INC came under 
Gandhi’s leadership. Its intervention in the 
nationalist debate highlighted the tension 
between the integrative approach of the 
INC and the more ditTercntiated orientation 
towards the nationalist project which was 
continually heightened by the demands of 
the Muslim (Muslim League), untouchables 
(under Ambedkar’s leadership), minority 
communities, the non-brahinin/justicc 
movement in Madras, and other 
“nationalities".' 

The emergence, during the 1920s and 
1930s of the Muslim League as the main 
political rival of the INC resulted in a more 
serious division. Chi thconehand, the sections 
of the Congress led by Gandhi and the 
younger generation ofleaders(eg,Jawdharial 
Nehru, Vallabhbhai Patel, Rajagopalachari, 
and Abul Kalam Azad) argued for an 


inclusive and imegnitive ctmeept of anti- 
oolonial populist nationalism. On the other 
hand, the Muslim League under Jinnah’s 
leadership rapidly moved from a position of 
advocating thcMuslimcommunity’spolitical 
interests within a single overarching 
nationalist movement to one of advocating 
theclaim forascparatesovereign(thcocratic) 
Muslim state through a partition of India. 

By the same token. Savarkar and other 
leaders of the Hindu Mahasabha' adopted 
a stand based on a brand of nationalism 
cspou.scd by an earlier generation under 
Hlak’s Icadcfship that emphasised the Hindu 
character of India's history (and the 
fundamentally alien character of Muslims 
and Christians) and its roots in Bhamivarsha.* 
The readiness of the Hindu leaders to ignore 
an entire swathe of complex .social formutioas 
and historico-political changes experienced 
by India throughout the eight centuries of 
Muslim rule, preceding the arrival of the 
British colonial trader-conquerors, 
intensified the feelings of insecurity of large 
segments of the Muslim community. 

Thebi valent characterofthcINC permitted 
a degree of overlap between its leadership 
and the leadership of the Hindu Maha.sabha. 
This did not prevent the mainstream of the 
INC claiming secularist nationalist 
credentials in uncompromising language, 
especially after Jinnah quit the organi.sation 
to steward the Muslim League as a totally 
i ndependen t organ represent! ng the character 
of the mass of the Muslim people. 

Three factors contributed to a weakening 
of the impact of the secularist .strand of 
mainstream Congress. First, leaders with 
one foot in the Hindu Mahasabha, and the 
other in INC, as well as Hindi (as opposed 
to Urdu and Hindustani) - minded (therefore 
sympathetic to a “Hindu view of Indian 
nationalism") Congress leaders, without any 
afllliation to other political organisations, 
undermined the credibility of the Congress 
as a secular nationalist body. Second, 
Gandhi’s attempt to fuse polites with religion 
as a universal common denominator of 
personal and public conduct lentit.self to the 
misuntterslanding that it constituted,in effect, 
the propagation of a version of Hindu 
nationalism. Gandhi’s repealed claim that he 
was a Hindu, despite his criticism of 
traditional religion and drawing attention to 
the univcrsalist charactcrof Hinduism, made 
it easy for the Muslim League to persuade 
the Muslim msuses (hat the INC was a Hindu 
political organistion, with token Muslims 
among its leadership, masquerading as an 
all-India nationalist movement. Third, the 
“holier than thou” secularism of Nehru and 
the left-of-centre elements within the INC 
was deeply resented by the Muslim League. 
Let me cite an example of the intransigence 
of the mainstream leadership of the INC. In 
the aitermath of the provincial elections of 


l937,ttieMuslimLei^ue*tpolitiadoveitures 
seeking two minlst^al places in the UP 
ministiy were rebuffed on the ground that 
the INC would have no truck with non¬ 
secularist parties! 

If the fissure between the Muslim League 
and the INC developed into a major fault 
of geological proportions during the 1930s, 
the conflictive divergences between 
constituents led by other leaders and the INC 
persisted as hairline cracks timed to develop 
into major chasms in due course. Thus, 
despite accommodating with Gandhi on the 
issue of separate electorates, under moral 
coercion, Ambedkar did represent the 
interests of the most opptessed sections of 
society. Thedalits under his leatfership, were 
so bitterly disenchanted with INC’s brand 
of nationalism that they left the Hindu fold 
in large numbers and embraced non-Hindu 
religions,* a trend that has continued even 
alter Ambedkar’s lifetime. 

The Sikhs, for (heir part, were none too 
happy with the INC which did little to 
champion their interests as a community 
bcforepaftitionoraftcrindepcndcnce. Master 
Tara Singh, the acknowledged Sikh leader 
before independence, responded to Muslim 
pressures against the community in the 
enormous province of Punjab in undivided 
India by accommodating with the INC on 
the premise that in independent India and 
Sikhcommunity’spolitical grievances would 
be satisfactorily .settled. The early history of 
East Punjab or Punjab (1). it susbequent 
partition into Punjab and Haryana, and the 
intensification of the “Punjab problem” in 
more recent decades, point to the seriously 
compromised character of INC’s nationalist 
project. To these examples must be added 
the case of Kashmir which runs as a political 
post-script to partition, as well as regional 
concerns of various peripheral states which 
have shown little enthusiasm for the 
ideological foundations oflndian nationalism 
as projected by the INC. 

The political space occupied by the INC's 
secular nationalist ideology had shrunk with 
the development of polar opposition to it 
from different directions. Regionally rooted 
and ethnical ly defined opposi (ion to the state’ 
has develop^ on two levels. At the elite 
level, opposition to the centre by regional 
elites in different parts of the country, being 
essentially non-antagonistic incharacter, has 
been largely accommodated by adjustments 
in the relations between the centre and the 
states.' At the ma.ss level, cthiio-regional 
contradictions have undergone a two-pha.se 
development. In the first phase, the mass of 
the people in the states has tended to support 
the regional movements thereby enabling 
the regional elites to increase their clout in 
their confrontation with the centre. In the 
second pha.se, a gradual process of 
disenchantment with the local and regional 
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eUies occurs as the realisation sinks inunong 
the mass of the people that they are not the 
benericiariesofsuch readjustments of power 
as the ethno-regional movements arecapable 
of bringing about on the larger political 
scene. Even though the latter contradiction 
develops at a slow pace, it is nevertheies.s 
a potentially antagonistic one. 

Hindutva leptesems a major direction from 
which the INC's secular nationalist 
credentials have been seriously challenged. 
The political space for which the Bharatiya 
Janata Party (BJP) and its predecessors (going 
back to the Jan Sangh) have been in 
competition with the INC is a contested one 
in an even keener sense than that in which 
the centre is chalicnged by regional and 
ethnic oppasition forces. The BJP has gone 
to the electorate with a project which, in 
effect. repre.sents a serious attempt to revamp 
the nationalist ideology that has claimed 
centre stage for nearly 50 years. In other 
words, the BJP has called into question the 
need for secularism by raising, to a level of 
fundamental importance, the “Hindu” 
essence of Indian society and therefore of 
the politics of its nationalism and the character 
of the Indian state. Minorities, the BJP argues, 
should and will be given protection but within 
a politico-cultural framework of Hinduism. 
The development of a vast array of religion- 
based political and cultural institutions under 
the single umbrella of the Sangh parivar. 
during the last decade or so, has provided 
a fillip to a new kind of populism in India 
based on the ideology of Hindu nationalism. 
Hindu nationalism has indeed put the INC's 
.secularist nationalist populism on the 
defensive.’ 

The CPI was the only national political 
pany (though it was not a mainstream political 
force in any sense) which developed a 
differentiated view of Indian nationalism. It 
at least experimented with a variety of ideas 
about the composition of the Indian nation. 
Thus, at various stages, it gave a communal 
or a regional (based on culture and language) 
emphasis to the concepts of “nation”, 
“sovereignty" and “autonomy". However, 
theCPI's intevention m the nationalist debate 
was not only marked by confusion and 
prevarication but also vitiated by the tendency 
of its leadership to engineer compromises 
(in its self-appointed mediatory role between 
the INC and the Musliir League) with 
principles, that the party claimed to be 
fundamental.'” Gandhi’s dramatic 
condemnation of the CPI's stand on 
nationalism enormously increased the 
credibility of the INC’s version of the 
■ideology as an operating framework in its 
dealings with the colonial power during the 
five-year interval between the launching of 
the “Quit India" movement and the 
viceroyaity of Mountbatten presiding over 
theconclusionofcolonial rule. Intheprocess. 


Gandhi’s own brand of differentiated 
nationalism was put on the back burner of 
Indian politics, liic mainstream leadership 
of the INC, including Gandhi, appeared to 
speak with one voice about the character of 
the Indian nation that would emerge from 
colonial mie. 

Even so. the INC's organisational wing 
gave Indian nationalism a centralist, state- 
oriented, and unitary meaning, whilst the 
Gandhians appeared to favour a looser Indian 
nation held together by volition rather than 
by centralised power. After independence, 
and especially after Gandhi's assassination, 
thedifferentiated view of Indian nationalism 
that he favoured (piirticularly, in thcattermath 
of partition)" became discredited. Nehru’s 
ideological stance that India was an 
undifferentiated and totally integrated 
political entity, based on an extrapolated 
linear and simplistic reading of Indian history, 
continued to he the official line throughout 
the INC’s career in power. 

Afterindependence, the political challenge 
to the INC's view of Indian nationalism 
came from three sources. They arc separate 
and distinct even though there has been an 
overlap between them in their concrete 
manifestation. 

I Even daring the early 19S0s, the unwritten 
consensus among the elites upon which the 
unification of India into a single national 
political entity was based underwent a shift. 
No section of the rural or urban elite 
questioned the principles upon, which 
independent India's nationhood was 
predicated. However, with the pa.ssingorthc 
first generation of the INC’s provincial 
leaders, and with the rise of language or/ 
and culture based opposition movements 
and patties, the centre was faced with an 
expanding li.si of economic and political 
demands from regional elites in different 
parts of India. Ie.iding to struggle for greater 
autonomy in dccision-making. 

Even though this source ot opposition 
posed no threat to the “unity and intcgi ity" 
of the Indian nation os envisaged in the 
standard rhetoric of the INC, movements 
such as the Oravida Munnetra Kiizhagam 
(DMK) in the l9S0s and I96(ls. and the 
Assam language struggles of the l%0s, 
emphasised the unique character of their 
respective regions to an extent that seemed 
to step outside the politically pennitted 
periphery of the Indian naiionali.si discourse. 
The tangled course of centre-slate relations 
in India since the re-organisation of states 
i n the 19S0s has been marked by adjustments 
of relative power and intlucnce between 
different icconomic. linguistic, cultural and 
regional) segments of the elite.*' These have 
led to significant shifts in the centre of 
gravity of tlie Indian nation. 

Until the inid-l970s. control over the 
power of the Indian state rested more or 
less exclusively in the hands of the central 
government (and therefore the dominant 


ruling Congress Pany). During the last 20 ! 
years, however, stale power has been shared ' 
from time to time by a coalition of opposition 
forces. In recent years, not only has the 
Congress/1) been considei'sb!/ weakened 
by ns anti-people policies but also engulfed 
in corruption that has as.sumcd monumental 
propoilions. At the present juncture, the 
internal contradictions of thcelitcs has made 
it necessary for a coalition (representing a 
variety of interests, of which the regional 
and the rural/agrariaa ones have gained 
greater importance) to replace the 
Congress! I). By its very nature, u coalition 
presents problems ol stability and 
continuity, but it is a price that its different 
constituents arc obviously willing to pay; 
a significant clement ol the price is a looser 
and less rigid identification of the "Indian 
nation" than the Congress-!’s centrist and 
unionist orientation. 

2 There is also a popular or mass dimension 
to the changes that the disetHirse of Indian 
nationalism has been undergoing. During 
the first two decades since independence the . 
massofthelndian people appeared to accept 
the ideological package of the INC and, 
therefore, also a concentrated version of the 
doctrine of nationalism. .Since the 1967 
election, however, the Congress Party's 
popularity declined for ihe main reason that 
the mass of the Indian people was 
disappointed with iis economic and social 
policies and its authoritarianism. 

The Internal Emergency (1975-77) was 
a turning point in the alienation of the masses 
and in tlic im|iortancc that they attached to 
democratic popularandcivilrightsstrugglcs 
against the government. At the same time, 
democracy was given practical meaning 
through local and regional movements which 
rarely assumed all-India proportions. For 
the “toiling masses", nationalism has conic 
to acquire less and less concrete significance 
over the years. Resistance to state power and 
to thcdominant clas.ses has init iated a process 
of delinking the mass of the Indian people 
from nationali-si aKstractions. 

.1 Moic immediately threatening to the 
Congress Party's discourse ol Indian 
nationalism has been the development of 
cri.scs as.sociuicd with the di.<iconient of 
minority communities. Ol these, the Muslims 
are the most numerous, but at the same time 
the Muslim community does not have a 
regional base because it is thinly spread over 
the entire country except in a few northern 
districts, in Hyderabad city and in Kashmir 
(where Muslims are in an overwhelming 
majority). Unlike the Muslims, the Sikhs 
constitute a minority community 
cimcentrated in the thrice-pailitioned Paqjab 
state where they have brcn in a majority 
since the 1970s. They live in closeproximity 
with a minority Hindu population which is 
not only numerous but also economically 
powerful (because of its control over urban 
trade) in the state. The pupulationson India's 
north-eastern periphery living in the states 
known as "Seven Sisters", have never been 
fully integrated into the mainstream of Indian 
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MtioMliiffl of (he Congitsid) brand. 

On (he comnfy. elt thcM (hree elements of 
(he papulalioa->the Muslims, the Sikhs and 
the various north-eastern stales - arc 
acgrieved sections of society with a iong list 
grievances against the centre, deeply 
fesentftil of the latter's encroachment of 
their political autonomy and democratic civil 
rights. In different ways and to varying 
degrees, they have desisted from taking part 
in the orthodox nationalist discourse. Their 
rejection of its premises is fundamental, 
unlike the revisionist propensity of other 
political farces (especially those in opposition 
to and competition with the Congress-1) 
towards the nationalist discourse. 
ThelNC’sjustiflcation foruptingin favour 
of a centralising nationali.st ideology, which 
viewed any dissent from regional or 
communal orethnically based political forces 
as a threat, rested on the claim that it would 
undermine Iheprincipleof sccularintegration 
of the entire society. The Indian .state whose 
task it was to safeguard India’s national 
unity from external and internal threats was 
built up as a powerful instrument of rule by 
the dominant Congress Party. Its orientation 
towards privileged strata, over a period of 
time, was radically different from its attitude 
and behaviour towards the vast mass of the 
people. The government at the cci i re tended, 
by and large, to accommodate segments of 
the elite that did not see eye to eye with the 
mainstream of the INC; by the same token, 
it freely used the coercive instruments of 
state power to oppress the poorest segments 
of society. 

During the decade following the general 
election of 1967. radical changes occurred 
in the orientation of the Indian state. The 
Indira Gandhi government's Internal 
Emergency (1975-77) failed on two counts. 
First, the segments of the elite in opposition 
to the centre - mainly but not exclusively 
consisting of the rural rich in the north, 
regional movements on the far-flung southern 
and north-eastern periphery of India, and 
religious minorities in the north-west - 
resisted the emergency and rejected Indira 
Gandhi's terms for accommt^ating them 
into the mainstream. They preferred to play 
an independent political role with the aim 
of actively sharing state power and 
determining slate policy. 

Second, the mass of the Indian people, 
thoroughly aware that their elementary 
democratic and civil rights had been taken 
away by a brazenly authoritarian regime, 
wanted no part of a tyranny impo.<ied on them 
inthenameof safeguardingnational integrity 
and unity. The nau.scating experience of 
compulsory sterilisation was only the most 
obvious feature of the emergency. In March 
1977, when the opportunity was given to the 
electorate to express its verdict on the 
emergency, an unequivocal negative vote 
was registered. 


7hedefetto£theGM)g(ess(R)inthe 1977 
election had far-reaching long-term 
consequences for the character of the Indian 
state and the ruling Congress Patty. First, 
the election provided the signal for 
participation in policy-making. Localism, as 
a method of intervention in politics, acquired 
greater legitimacy than hefurelheemergcncy. 
Second, the state came to be viewed as a 
political space no longerexclusi vely reserved 
forCongress occupancy but open in principle 
to a number of competing segments of the 
elite which couid exercise power in a 
coalilional rather than a single party mode. 
The internal contradictions of the dominant 
classes have been more accurately reflected 
in the political conriguration of power since 
the latter part of the 1970s. Democratic 
pressures arising from the base of the .society 
in different parts of the country provided a 
sharper focus for ethnicity as a political 
idenli fleation mark in addition to or in contra¬ 
distinction wiih(as theca.se may be) an over¬ 
arching and exclusive Indian national identity. 

Third, in view of the compromises ma^ 
by the Indira Gandhi government during the 
early 1980s with Hindu majority electorates 
in state assembly elections, the central 
government’s commitment to secularism 
became increasingly suspect. The Hindu 
nationalist forces, which had been on the 
defensive for nearly three decades since 
i ndepcndcnce were in a position to propagate 
with greater ease an alternative ideology 
rejectjng .seculari.sm as understood by the 
Congress and its intellectual supporters*' in 
favour of a positive identification of Indian 
nationalism with the Hindu way of life or 
hindutva.'^ During the last 10 years, the BJP 
has increasingly gone on the offensive 
popularising a refurbished Hindu national 
political ideology adapted from the so-called 
“extremists" of the early history of the INC 
and the Hindu Mahasabha. 

Indian nationalism has a mixed pedigree. 
Its earlic.sl phase was shaped by the ideals 
of Tilak through which ran a strand of Hindu 
religious ideology defining India's political 
or national identity. Even though Hinduism 
did not become the ideefixe of earl y Congress 
nationalism, it did constitute a crucial part 
of its intellectual and emotional foundation. *' 
Those who opposed it were not self¬ 
consciously secular, rather, their struggle 
was limited to securi ng a share in go vemaiKC. 
Saiyyid Ahmed Khan'sinterventioninindian 
politics, demanding a fair share of influence 
for the Muslim population, played a crucial 
role in the shaping of a Muslim political 
identity as opposed to its Hindu cminterpart, 
even though unlike the latter the former 
could not .simultaneously appropriate to itself 
an all-India character. Political opposition 
to Saiyyid Ahmed Khan’s ideas came much 
later from a sixtion of the idama which 
sought to separate religion from pol itics. Hie 


Deogarh movement propagated Uie ideal of 
Quranic education for Muslims within the 
political structure of an undivided India. In 
an interesting sense, the Deogarh movement 
was politically secular; it stood in sharp 
contrast to Saiyyid Ahmed Khan and the 
Muslim League. 

Let us return to the nexus within which 
Hindu nationalism developed. Gandhi’s 
intervention, which was viewed by the 
“moderates” in the Congretw as an antidote 
to Tilak’s uncompromising anti-colonial 
stance, was politically more radical than (lie 
Liberals would have liked. At the same time, 
Gandhi’s search for a political compromise 
between a Hindu culture and a multi-cultural 
Indian polity was seen as an antidote to 
Tilak’s politicisation of the Hindu religion. 
Gandhi claimed that his prescription for a 
proper fusion between politics and religion 
was based on values that were common to 
all religions, cutting through superstition 
and irrational accretions of the past. 

The particular reading that Gandhi gave 
to religion as a whole and to his own religious 
identity as a Hindu was nut sufficient to 
convince a large .section of the Muslim 
population which eventually gave its 
following to Jinnah who carried forward 
Saiyyid Ahmed Khan's legacy during the 
two decades leading up to partition. Nor did 
Gandhi’s ideas carry much weight with the 
Hindu Mahasabha. the leadership of which 
overlapped with the leadership of the INC. 
The Hindu Maha.sabhn gave Tilak’.s thought 
a distinctly political form by developing the 
thesis that Hindu naiionalism and Indian 
nationalism wereinterchangeable. Ironically, 
Savarkar. the chief architect of Hindu 
nationalism, was himself a Hindu atheist. 

Jawaharlai Nehru and the younger 
generation of INC leaders were influenced 
by western secular and democratic political 
ideals to a much greater degree than the 
Liberals and “No Changers” (led by Motiial 
Nehru).'* They were attracted to Gandhi's 
political strategy even though they regarded 
his religious ideas as a quaint eccentricity 
in an otherwise redoubtable mass leader. 
Whilst identifying with his anti-colonial 
commitment they were not attracted to his 
uncompromising and scrupulous adherence 
to values even when it imperilled short-term 
political goals. But they were totally opposed 
to the narrow accommodationist vision of 
the Liberals and “No-Changers” who did not 
favour direct pdNtical opposition to the 
colonial power. 

However, the strongest animosity of 
Jawaharlai Nehru and his colleagues was 
directed towards the Hindu Mahasabha. Htey 
were repelled by the anti-secular apd 
backwar^iookingcharacterof its world view 
and its implication for communal harmony 
in India. As a matter of fact, a sizeable 
segment of the INC’s leadership was not 
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stricliy lecular iii its orientation. In practice, 
it was difficult to remove the impression that 
gained ground among the Muslims that not 
far beneath the surface of the INC’s secular 
protestations ran a rich vein of hindutva; by 
the same token, over a period of three decades 
large segments among the lower castes and 
“untouchables"came to believe that the INC 
had little to offer them as it was led by upper 
caste Hindus. 

Caste and religion were thus imbricated 
in politics in theevolution of INC’s nationalist 
ideology. INC's claim that, on the threshold 
of power, independent India would be a 
secular, democratic, socialist republic was 
not accepted by opponents without .serious 
reservations. Of the three attributes specified 
above, the INC’s secularism was the most 
suspect. In' the scramble for power that 
intensified during the decade following the 
passing of the Government of India Act 
1935, the contributions made by Gandhi to 
raise the level of politics by elevating religion 
to a higher level of personal rectitude and 
social reform did not take root. The INC 
Itself rejected a crucial plank of Gandhi's 
ideas as unworkable - in particular, his 
insistence th.'it “swaraj” began not with the 
state at the Minimit of the political echelons, 
but rather from the base of the society - the 
individual, the community, the village, the 
region, etc.” After Gandhi's demise, the 
INC became wedded to a centralist concept 
of nationalism integrated from above in the 
name of secularism. Over a period of time 
it faced resistance from a rival nationalist 
ideology the lineaments of which were drawn 
out of the ideology of hindutva. 

Changes in the sphere of international 
relations and world politics during the last 
two decades constitute a factor of i mportance 
in influencing the changes in the discourse 
on nationalism in general. Even though it 
is not possible toincludcadctailed discussion 
of the impact of external factors in this essay, 
it is worth pointing out that the destabilisation 
of the cold war system followed by the 
collapseoftheSoviei Union and thedramatic 
disappearance of communist rule in Europe 
has exercised a far-reaching impact on the 
nationalist discourse in almost all major areas 
of the world. Ethnic movements have tended 
to acquire a nationalist hue. Struggles for 
national autonomy within far-flung “nation 
states" such as India can no longer be crushed 
with impunity. Dialogue and accommodation 
with such 'newly arisen political forces has 
necessarily foreshortened the career of 
traditional nationalism. 

In the new world situation, the major 
.contradiction that is developing fast is no 
longer focused exclusively on conflicts 
between nation states and ethnic/rcgional/or 
other autonomy movements. Rather, it 
focuses on the lines of division opening 
between the discipline sought to be imposed 


by the international imperialist forces of 
globalisation on the one hand, and on the 
other, the rebellions staged in various parts 
of the world by forces favouring greater 
localisation. At the present stage in the 
development of this global contradiction, 
the forces of globalisation, by and large, 
appear to support tacitly if not openly, tho.se 
favouring the ‘Iraditional” integrationist view 
of the nation state. As the contradiction 
unfolds further it is by no means certain 
which way the wind of nationalism will blow 
in the future. In the following section, I focus 
on the intellectual debate on nationalism 
during the last SO years. In particular, I shall 
consider the current impas.se in the debate 
on the future of Indian nationalism and its 
relationship with the state and the various 
political forces that are influencing the course 
of events in the country. 

II 

The bulk of intellectual output on the 
question of Indian nationalism was based on 
an historical interpretation of India's past 
extrapolated to the present. The methodo¬ 
logical foundation for the scholarship 
involved in the conduct of the research 
informing the nationalist discourse was 
entirely derivative. Scholars of almost all 
political persuasions were trained to study 
the subject with a historiographical 
orientation that was essentially colonial and 
metropolitan in character. During the interwar 
years, a significant section of historical 
scholars came to be influenced by Marxist 
historiography. Even so, most left wing 
scholars of the nationalist movement were 
not independent practitioners of the Marxist 
method. Rather, they tended to internalise 
the thinking underlying specific variations 
of Soviet discourses on nationalism. More 
specifically, they were intiuenced by Stalinist 
definitions and interpretations spawned in 
the wake of the Soviet Union's policy of 
“socialism in one country". 

Historians more homespun than either the 
Indian clones of great examples of colonial 
historiography or of Stalinist politico- 
historical communist party theoreticians 
(c g, R P Dutt) were targe enough in number 
to engage in a more or le.ss systematic 
historical reconstruction of different regions 
of India with the aid of archaeological, 
epigraphic, nunlismatic and otherdiscoverics. 
But they shied away from questions of a 
political nature and took no part in shaping 
the nationalist discourse. 

Hindu scholars actively engaged in politics 
did undertake the task of forging historical 
links between the present and the ancient 
past. They did not look to European historical 
scholarship for inspiration nor had they any 
interest in Marxism. But their interest in the 
Hindu past of India was also severely limited 
for two important reasons. ITtey were 


motivated by anationtdist project that smtght 
to exclude Muslim India which had become 
an integral pan of Indian .society distributed 
throughout the country and impossible to 
disentangle from the Hindu population. 
Moreover, the search for a glorious Hindu 
(national) past was bound lo alienate large 
sections of the Hindu community as welt. 
Fur, any project at the hean of which is 
placed a political order dominated by the 
upper (twice-born) castes would be 
automatically seen by the majority of low, 
lower and lowest castes as a threat to their 
democratic political aspirations. 

At independence, the intellectual output 
inindiaonthe nationalist discourse consisted 
of the following mum components: 

1 The seminal works of leaders chief among 
whom were Tilak. Gandhi. Savarkar. 
Congress IcadeisordifTercnt political colours 
such ns Nehru(lcfl-libcral), Malaviya(Hindu 
nationalist), Jaya Prakash Narayan 
(socialist), Rajagopalachari (liberal-right), 
Tandon (Hindu nationalist), communist 
leaders and theorcticians (such as the English 
communist R P Dutt. P C Joshi, G Adhikari 
and E M S Namboodiripad). and B R 
Ambcdkar(whose work exposed the nairow 
ca.sie ba.se of India's history, entirely ignoring 
the lives and aspirations of the lower and 
lowest ca.stes) extending over ihe entire 
ideological spectrum. They projected rival 
versions of nationalist India - all of which 
(with the exception of Gandhi and 
Ambedkar) reflected a macroscopic 
orientation to the exclusion of any sub- 
national considerations 

2 Hrstorical scholarship of Indian educated 
and India-based academic intellectuals who 
specialised in different parts of India and 
different epochs of history - eg, Saletore 
(west India). Nilakanta Sa.siri (south India), 
Jadu Nath Sarkar (Muslim rule), Ishwari 
Prasad (north India), and Siishohhan Sarkar 
(materialist historian). This strand of 
.scholarship, despite its obvious richness, 
was also extrapolative and unilinear in 
chai iictcrwithout questioning thcintcllectual 
and historical basis of an undifferentiated 
Indian nation. So far as the discourse of 
Indian nationalism is concerned, this vein 
of scholarly output has been narrowly based. 

Political activists (with Ihe singular 
exception of Gandhi) and intellectuals alike 
tailed to develop a systematic critique of the 
colonial state rellecting the problems 
involved in a successful transformation of 
an administrative state managed by a foreign 
power into a self-governing nation state. In 
the standard conceptualisation of the post¬ 
colonial national order, no account was taken 
of the complexities on the ground with 
sociological, economic, cultural, geogra¬ 
phical. and linguistic ramifications. 

Thus, forcxample, Indian nationalists(with 
the dubious exception of the communists) 
assumed, without verification, that the largely 
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iniaginery north-eastern and north-western 
borders of the country (mainly defined by 
the McMahon line) as determined by (he 
colonial power would hold good in 
perpetuity. They had gi ven no thought to the 
political dynamics orhorders that invariably 
straddled neighbouring countries across soft 
areas and. societies lying on either side of 
highly permeable interfaces. These rigidities 
prevented India from settling outstanding 
international and regional issues within south 
Asia, involving small countries as well as 
large neighbours such as China, in a friendly 
manner. No other regional power in the 
world is held in greater su.spicion by its 
neighbours than India. 

To this example must be added a general 
proposition to the effect that the English 
educated intelligentsia in India borrowed the 
entire intellectual framework of politics from 
the west, lock stock and biirrcl. They were 
thus in no position to communicate their 
ideas to, let alone learn from, the mass of 
the people whose background radically 
differed from their own. Interestingly, only 
Gandhi and his personal followers were able 
to establish a dialogue with the common 
people of India. The precursors of hindut va. 
for their part, were well placed to enter into 
communication with the upper and middle 
castes. There remained a hiatus between all 
the other slrand.s- of political leaders and 
intellectuals on the oneside and the common 
folk of the other. 

Since independence, however, there has 
been a rapid development of historical 
perceptions of the Indian nation reflecting 
a greater awareness of complexity. They 
tend to derive their insights from a variety 
of standpoints. Of these. I shall be content 
here to draw attention, in broad outline, only 
to the two most important. 

I During the l9S0s and 1960s. the 
reverberations of the rapidly developing 
armed conflict between the forces of 
impenalismtundcrthc leadership of the US) 
and the forces of national liberation were 
experienced to varying degrees throughout 
south and south-east Asia. The political 
background to this phenomenon is briefly 
alluded to here. The major contradiction of 
the world immediately following the defeat 
of Germany and Japan and their allies was 
cxpre.ssed inthe form of thecoid war. Despite 
the Soviet Union's claim to he a leader of 
national liberation movements throughout 
the world, both superpowers were equally 
interested in maintaining the “nation slate” 
system in tact. In this sense, they favoured 
centralised homogeneous unitary national 
movements which invariably frowned upon 
demands for self-determination rai.sed by 
different units, regions or segments within 
a narrowly defined “nation state". 
However, one of the other major 
contradictions of the world - that between 
the forces of imperialism on the one hand. 


on the other., thp forces of national 
’liberation, worked at crou-purposes with 
the major contradiction between the 
superpowers. At the heart of this 
contradiction lay nut only the ideological 
chasm between China and the Soviet Union 
but also a fast developing conflict of i nterests 
at the level of realpolitik between (he two 
powers. For the purposes of this discussion, 
the politics of national liberation in Asinw 
for which China provided the ideological 
leadership and the Indo-Chinese wars against 
French and American imperialism provided 
the guerrilla armies, entered the agenda of 
resistance of pro-Chinese communists in 
almost all Asian countries. India was no 
exception. 

In India, the l%4 split in the CPI following 
“India’s war against China” in I %2, rcllectcd 
internal ideological divisions that had 
reached a point of no return. However, the 
formation of the CPI(M) was swiftly 
accompained by a split within it between the 
mainstream of the new party which argued 
for a joining together of revolutionary and 
parli.imentary strategies and those who 
favoured Marxist-Lcninist revolutionary 
practice with the pea.santry as the base. The 
Naxalbari movement, while atmed to 
esiabli.sh liberated ba.se areas as a prelude 
to a revolutionary overthrow of the state, 
was viewed by all the political panics as a 
menace to the I ndian nation-.state that should 
be nxiicd out. At i.s.suc in the Naxalitestruggle 
was the character of a nation free from 
imperialitit control in which the power of the 
post-colonial state is controlled by 
imperialism’s local allies. The “nation” for 
which the forces of national liberation 
engaged in armed struggle was radica.’ly 
different from the “nation” for which anii- 
colonial independence movennents struggled. 
Yet It must be conceded that, despite its 
defeat and containment, the Naxalbari 
movement, its groupuscules and their 
pockets of following in scattered areas in 
different regions - eg. north Bengal, Bihar, 
Tclangana. and Kerala - have succeeded 
in forging resistance to the local elites, 
police forces, and civilian authorities 
exercising the power of the state in their 
localities, qualitatively different from all 
other opposition forces. The challenge to 
the legitimacy of the Indian state that their 
activities represent is thus of a fundamental 
nature. The ideology of national liberation 
runs directly, contrary to the ideology of 
nationalism upon which the nation state of 
independent India is ba.sed. There can be 
ub.soluiely no meeting point, let alone a 
continence, between the discourses of these 
two sets of political goals.'* 

During the inieival between the defeat of 
the forces of imperialism in the wars of 
national liberation in Indo-China and the 
ending of the cold war. accompanied by the 
collapse of the Soviet Union, national 
liberation .struggles in different parts of the 
third world had cither abated or had been 
side-tracked by deals (e g, the Lancaster 
Hou.se agreement on Zimbabwe, 1979-80). 


T , ...... 

Since the end of Ifie cold wqr however, the 
spread of globalisation and the rise of China 
as a newly emerging bastion of capitalisih 
under altered work) conditions, has resulted 
in a long-term eclipse of the forces of national 
liberation. In the short and medium term, 
national liberation has sunk into oblivion in 
most third world countries inciuding India. 
Its revolutionalry potential in the current 
climate and its intellectual possibilities are 
therefore severely restricted. 

2 During the first phase of the struggle for 
greater political autonomy for the regions, 
the eroding authority of the Congress at the 
centre was challenged by opposition forces 
which were well placed to mobilise popular 
or mass support against the authoritarianism 
of the Indian state. However, the regional 
elites enjoyed the advantage of being able 
to strike deals with the Congress that 
eventually led to a degree of alienation 
between “the weaker sections of .society” - 
including agricultural workers, organised 
workers. unorgani.scd urban and peri-urban 
workers, lower <ind lowe.st castes, scheduled 
tribes, women, dalits and Miisliins - and 
(hose exercising control over suite power at 
all levels. 

The economic thread that binds together 
thc.se various segments of the population is 
poverty and deprivation; the political thread 
that brings them together is provided by 
their determination to assert their civil and 
democratic rights not only from election to 
election but also between elections. It should 
be noted that they have developed their 
capacity to rcsi.st authoritarianism whilst 
striving towards a democratic alternative 
that would enable them to play a dynamic 
participatory role in the decision-making at 
the ItKal level. This is a relatively new 
phenomenon; it is rooted in the political 
developments immediately following the 
emergency; it has nut been generalised but 
the number of emerging movements ot a 
resonably large size has been steadily on the 
increase. The tradition of iion-cuoperalion 
with the state and popular democratic 
resistance to authority based on force and 
lacking legitimacy goes back a long way in 
Indian history. Its character cannot be 
encompassed in watertight or iron-clad 
categories though new categories such as 
“clas.s”, despite its refraction into othcrsocio- 
economic and pttlitical groupings, have 
imparted to peopic'spolitics acertain degree 
of coherence. The intellectual (tend that 
captures the feel of this new development 
in India, with an emphasis on democratic 
participation of large sections of people in 
the economic, social and jiolitical aspects 
of their immediate living conditions, consists 
of a radical historical reinterpretation of (he 
politicsofthcordinary people undercolunial 
rule. It distinguishes between the politics of 
the elites - collaborators of the colonial 
power and the opponents of it alike - and 
the politics of the subalterns who bear the 
brunt ofcxploiuiiion.oppres.sion, and tyranny 
under (he separate as well us joint auspices 
of the colonial power and the local elites. 
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Tli6histodansofcolontalrule,independence 
and nationaliat movement, Hindu 
nationalism and left-wing movements have 
all tended to confine their detailed studies 
to the ways of the former; the moves made 
by the latter to reduce the severity of colonial 
rule and increase their own autonomy, and 
the psychological imperatives that shaped 
their political role have been brought under 
historical scrutiny only during the last two 
decades or even less. The subaltern mode 
of approach to colonial historiography has 
been the most significant new development 
in the reinterpretation of history. Despite the 
fact that it has opened itself to important 
avenues of serious criticism, its positive 
contribution far outweighs its drawbacks. 
This is not the appropriate place to dwell 
on this approach in any detail” except to 
draw attention to the pregnant parallel 
between theessentially antagonistic political 
relationship between the state and the vast 
massof the pcopletor victimsof the “unequal 
laws” that it “mete[s] and dule[sj") under 
colonial rule and the “national" slate as 
constituted under the arrangements agreed 
to for the transfer of power in 1947. 

In this essay the folinwing tasks have been 
attempted: 

1 To characterise the social and political 
dynamic underlying Indian nationalism as 
envisaged by the three main tendencies 
represented by the INC, the Hindu 
nationalists and the communists; 

2 To identify the sources of opposition to 
the nationalist project that led to 
independence in 1947 in the light of 
subsequent developments; in particular, to 
distinguish between tbc newly emerging 
local eiites-based regional political forces 
on the one hand, and on the other, popularly 
based democratically inspired movements 
that pursue the aim of giving politics a new 
content of which local autonomy (both in 
a functional and in a more fundamental and 
formal sense of sovereign legitimacy of local 
democratic decision-making structures) 
constitutes the cornerstone. 

The integrative di.scourse upon which the 
INC based its legitimacy at independence 
has been overtaken by an alternative 
integrative discourse of which hindutva 
constitutes the foundation. Liberal and 
tadical-Left intellectuals, whose dependence 
on western political thought and its categories 
is total, have failed to provide a discourse 
of secular nationalism which could be 
expected to strike a chord in the mass oi the 
pcopleand appeal to their sensibilities. Under 
the circumstances, on an all-India level, the 
discourse of Hindu nationalism has 
established itself as an intellectually and 
politically acceptable alternative to INC’s 
discourse of secularism. An even more 
interesting development of the last two 
decades has been the elaboration, albeit in 
an as yet far from systematic manner, of 
more differentiated discourses of the nation 
which give greater attention to local 


narionalism defined in a variety of ways and 
todemocratic participation at wider and wider 
levels. 

The conclusion that I should like to put 
to debate rests on the analytical point that 
the Indian nation which was a gleam in the 
eye of its founding architects has been eroded 
to such a degree that a new democratic 
discovery of ndiionulism is needed to show 
the way to an alternative that would be 
appropriate to the conditions prevailing at 
the present juncture. 
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Democratisu^ Educanonal Governance 

in South Africa 

Policy Problems and Prospects 

YusufSayed 

In current policy debates in South Africa there is continuous reference to the democratisation of the educational 
system. Central to the notion of educational democracy in South Africa is the idea that democracy entails, and 
should enhance, greater participation. This paper critically examines educational policies in South Africa 
regarding the moves toward greater democracy and participation in the education system. It does so by examining 
key policy texts focusing on key recommendations pertaining to school governance, highlighting, inter alia, the 
tensions and contradictions in them and the different and contradictory notions of participation. The paper argues 
that current policy texts do not necessarily enhance greater participation and may, in fact, contradict moves 
towards equity and that policy development in South Africa essentially represents a compromise between white 


privilege and black redress that is 

IN current policy debates in South Africa 
there is continuous reference to the 
democratisation of the educational system 
[NEPI1993; ANC National Education and 
Training Policy Framework 1994; Education 
White Paper 1995]. Central to the notion 
of educational democracy in South Africa 
is the idea that democracy entails, and should 
enhance, greater participation. This paper 
critically examines educational policies in 
South Africa regarding the moves toward 
greater democracy and participation in the 
education system. It dues so by examining 
key policy texts that have been issued by 
the Ministry of Education in South Africa 
in 1996 with particular reference to the 
South African Schools Bill (SASB). The 
examination of the policy texts focuses on 
key recommendations pertaining to school 
governance, highlighting inter alia the 
tensions and contradictions in them and the 
different and contradictory notions of 
participation. This paper argues that current 
policy texts do not necessarily enhance 
greater participation and may, in fact, 
contradict moves towards equity. The paper 
concludes by arguing that policy 
development in South Africa essentially 
represents a compromise between white 
privilege and black redress. Whilst such a 
compromise is arguably necessitated by 
South Africa’s history, it is a precarious 
consensus that may exacerbate inequities 
rather than erode them. 

The first part of this paper outlines and 
contextualises educational policy develop¬ 
ments in South Africa and traces the call 
for greater democracy through a review of 
the struggle for democratic school 
governance in South Africa. Section II 
provides a micro-policy analysis of the 
genesis of the SASB illustrating the shifts 
and changes in the document. Thereafter 
the recommendations contained in SASB 
illuminating the potential and problems 


precarious and likely to rupture. 

that the bills offer for citizen participa¬ 
tion are examined critically in relation to 
three critical areas of school governance, 
namely, the discourses of participation in 
South African educational policy debates, 
the tension between equity and redress 
and the nature and form of parental partici¬ 
pation. 

Educational Policy Developments 
AND School Goveknance 

The demand for democracy and 
participation in South African education 
has a long history stretching from the flight 
of the first slaves from theircolonial masters 
in the early 17th century [Kallaway 1996] 
to the intense and bitter student protests of 
the 1980$ [Wolpe and Unterhalter 1991]. 
Central to these struggles were two key 
ideas: that decision-making in schools and 
school governance structures should include 
all sectors/role-playcrs/stakeholders; that 
greater representation would ensure 
educational accountability, legitimacy and 
democracy. These demands concretely 
manifested themselves in the 1980s in the 
growth and development of Parent, Teacher 
and Student Associations (PTSAs). At one 
level PTS A reflected the belief in community 
participation. They were seen as community 
structures which gave political voice to the 
disenfranchise;!. This was captured in the 
notion of ‘organs of peoples power’. As 
structures contesting the state then, PTSAs 
operated, parallel to state structures such as 
school management councils. These bodies 
comprised individuals nominated by the 
minority white state and consequently were 
considered to be illegitimate by the 
oppressed community [Metcalfe 1991; 
Mashamba 1992]. 

Whilst PTSAs flourished, they were beset 
by a fundamental and inherent operational 
tension, namely, they were acting as broad- 
based representative structures parallel, and 


alternative, to apartheid structures and 
simultaneously attempting to take over the 
functioning of schools at both the policy 
and day-to-day level. They were unable to 
fulfil both functions, partly because the 
origins and location of the PTSAs within 
the broader anti-apartheid struggle 
emphasised the macro-political oppression 
and oppression of the majority of South 
Africans, and the roles schools played in 
the process |Sisulu 1986]; also because of 
the contlation between administrative and 
governance functions [NEPI 1992]; and, 
due to the blatant frustration, illegitimation 
and repression of PTSAs by the apartheid 
state. In addition, despitcanumber of major 
training programmes, for example, the 
University of Bristol’s PTSA Training 
Programme,' many PTSAs collapsed. 

With the changes in the South African 
political terrain in the 1990s, the role and 
focus of PTSAs became subjected to in¬ 
tense policy debate. Various key policy 
documents were produced, namely, the 
Educational Renewal Strategy (ERS), the 
National Education Policy Investigation 
(NEPI) and the African National Congress 
(ANC) Education and Training Framework 
Document. Of these, NEPI placed the 
greatest emphasis on elaborating the role 
of PTSAs as school governance structures.’ 

Central to NEPI school governance option 
was the argument that PTSAs conflated that 
the demand for participation and the ability 
to effectively manage schools. In fact, an 
endemic problem of PTSAs was that they 
were often not able to, or necessarily 
possessed the required skills to manage. 
’Thus, PTSAs were unable to separate the 
function of governance from administration 
and management. To this end, this option 
proposed that PTSAs should function as 
primarily representative structures 
determining school policy within a specified 
national framework. The implementation 
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of policy generated by PTSAs would be left 
to ft management executive which could 
conrist of the principal and senior school 
staff. 

TIk NEPI school governance option made 
anumberofassumptions. Firstly, it presumed 
that school governance structures should 
enhance participation of legitimate organised 
constituencies such as parents, teachers and 
sludenU. Secondly, it postulated that all 
sectors should have ^qual representation on 
pro As or school governing bodies. Finally, 
this option downplayed the role of elected 
officials and bureaucrats in an education 
system. In other words, it unproblematic.-illy 
championed a populist notion of democracy 
and participation. A key feature of policy 
development during this period was that 
none of thp agencies or groups that authored 
or sponsored the policy texts, were, or felt 
themselves to be, officially authorised to 
makeclearand decisive policy choices.Thus, 
the texts were discursive in nature, did not 
always make definitive policy choices and 
lacked guidelines for implementation. This 
was both a strength and weakness. At one 
level, the policy texts were able to generate 
much debate and open thcm.sclves up to 
contestation. On the other hand, they failed 
to make choices and lacked the detail 
necessary to making policy informed 
decisions. 

The elections in April 1994 marked a 
significant shift in policy development. The 
installation and establishment of a legitimate, 
non-racial and democratic national ministry 
of education opened the way for the 
enactment ot official policy acts. These 
policy texts were decisive in character and 
made explicit choices. However, as will be 
argued later, this does not imply they were 
free from tensions and that they did not also 
represent policy compromises. 

Prior to a discussion of policy 
developments fol lowing the election of Apri I 
1994, it is necessary to contextualise the 
natureof educational policy-making during 
this period. For a long while after the 
elections, there was period of policy hiatus 
in the educational sphere. There were not 
many policy acts being promulgated, 
generating a climate of impatience and 
frustration The Weekly Mail/Guardiaii 
(1994), for example, referred disparagingly 
to the mini.stry of education a.i the ‘ministi y 
of paralysis' reflecting this climate of 
frustration. The lack of policy development 
was partly a consequence of the negotiated 
settlement that political parties had agreed 
to prior to the elections. In particular the 
‘.sunset clause' in theagreement, necessitated 
protracted negotiations before senior level 
appointments could be m»ic and acts pa.ssed. 
In addition, the educational budget had been 
agreed to in 1993 based on the 'old' system 
that roadeit difficult to immediately integrate 


the 19 separate departments. Furthermore, 
research (Sayed 1995] suggests that the 
policy suspension was also influenced by 
the rise of an Africanist tendency in 
education that, according to one of the 
policy-makers interviewed, ignored 
previous policy work. Thus, much policy 
work was initialed that repeated and covered 
earlier debates, slowing down policy 
formulation. However, this still does not 
sufficiently explain the policy hiatus. It is 
argued in this paper that given the prevailing 
climate and the apartheid legacy, policy 
development was.of necessity.slow inordcr 
to facilitate reconciliation and ensure that 
no radical policy acts were promulgated 
which would cause immediate political 
anxiety and uncertainty. 

Despite the slow beginning, there has 
recently been a flurry of policy dticuments, 
bills and acts. They included tho.se which 
integrated the previously separate depart¬ 
ments. macro-policy hills and those focusing 
on specific issues and areas such as school 
governance. The policy documents, bills 
and acts that have been produced thus far 
are: 

- the Educators Employment Act (1994) 
which impacts on ihc powers ot governing 
bodies vis-a-vis teacher employment; 

- the drati Education and Training White 
Paper (September 1994) which outlines the 
macro principles ioi education; 

- the Education and Training White Paper 
(March 199.5) which outlines the macro 
principles for education; 

- the National Education Policy Bill which 
outlines lire competencies of the minister 
and by implication Ihc powers of provinces; 
-the South AfricanOualilications Authority 
Act (September 1995); 

- The Hunter Commi.ssion report (August 
1995); 

- the draft organisation, governance and 
financing of education di.scu.ssion document. 
White Paper 2 (November 1995): 

- the organisation, governance and financing 
and education discussion document. White 
Paper 2 (February 1996); 

- the draft South At ncan Schools Bill (is.sued 
in February and March 1996); 

- the South African Schools Bill (SASB) 
which directly addresses school governance 
(April 1996);' 

- draft memorandum on school linance 
policy (April 1996); and 

- the Constilutiun which outlines the 
political arrangements within which school 
governance structures are located (1996). 

in addition, a host of other policy 
documents, bills and acts have been 
produced. These include provincial acts and 
nationally commissioned investigations. 
Three major national investigations have 
been undertaken or are currently in progress. 
These include: 


- the Notional Teacher Education Audit 
(NTEA) which reviewed existing teacher 
training provision and futre needs; 

- the National Commission on Higher 
Education (NCHE) which is cumpleiing its 
report on three systemic feature of tertiary 
education in .South Africa, namely, the shape 
and size of the system, governance and 
funding; and 

- the National Management Task Team 
(NMTT) which is surveying existing needs 
in the area of educational management and 
capacity. 

Observations of the three investigations 
suggested that policy work has an 
increasingly important political function. 
Policy IS not simply an attempt to map out 
strategies to arrive ai certain agreed 
objectives and/or solve particular systemic 
problems. Instead, it is directed at gaining 
legitimacy for particular strategics and 
building a hegemonic consensus. Thus, for 
example, the NCHE is an attempt to ensure 
that there is broad agreement about the 
general framework for redress between 
higher education in.siituiion.s. The detail, 
which as many commeniaiors have pointed 
out. is absent due to ihc need not to rupture 
the fragile consensus in the committee. 
Educational policy is therefore about 
building con.scnsus and ensuring that 
political agreesnents can he reached. 

The issue of participation in policy 
developments since 1994 surfaces in two 
distinct ways. Firstly, much policy 
development work is geared towards 
enhancing the participation of stakeholders 
and citizens in processes of formulating 
policy. Thus, all Ihc policy documents and 
bills that have been, and that are being 
produced, arc open to public responses and 
feedback. In addition, all the task team 
investigations included nomination by, and 
the participation of, various stakeholders. 
For example, members of the task teams for 
the NCHE were selected through a priKess 
o' lKmiinaiion and appointed by the minister 
of education. Secondly, all Ihc policy texts 
produced made continuous reference to the 
need lor participation in educational 
governance. It is (his claim that this paper 
examines critically. 

Gbnrsis or South African SrHoous Bill 

The origin of SASB can be traced to the 
Hunger Commission report on the 
organisation, funding and financing of 
schools in August 1995.* Its remit was to 
recommend "a national framevvork of school 
organisation and funding and ownership, 
and norms on school governance and 
fundingwhich, ...are likely to command the 
widest public support...” (page ix). From 
the outset, it was clear that school governance 
was a politically volatile issue and that a 
prime function of the policy/ies 
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recommended was toensure that hegemonic 
consensus could be engendered. 

The committee proposed that two 
categories of school should operate in South 
Africa. These would be public schools 
meaning schools under the control of the 
nineeducation departments and independent 
schools referring to private schools. The 
report proposed that parents, students, 
teachers, non-teaching staf and the principal 
(ex-officio) should serve on the governing 
bodies. It further proposed that members of 
the community should be repre.scntcd and 
suggested that this could accommodate 
owners or tribal authorities. It is important 
to note that community representatives in 
the report means those with ‘the expertise' 
to contribute instrumcntally to schools. This 
is in contrary to the notion of community 
representatives as articulated by community- 
based organisation for whom this category 
refers to persons who able to reflect the 
views and .sentiments of the community, 
however defined. 

In the constitution of such school 
governing bodies, the report also suggested 
that parents should make up the majority 
on the governing body. This proposal is 
problematic in that it seems to undermine 
teacher and student representation, two key 
con.stituencies that have been instrumental 
in the struggle for democratic governance 
Structures. The South African Democratic 
Teachers’ Union (SADTU) has already 
embarked upon protest actions concerning 
this in SASB (TheStar, Septembers, 1996). 
Moreover, tumi ng the school over to parents 
may have the potential of undermining equal 
participatory democracy. This issue is picked 
up later in the paper. 

The Hunter Commission proposed two 
categories of powers and functions of .school 
governing bodies. ‘Basic powers' werctho.se 
that all governing bodies possessed and to 
which they are entitled. These included 
'non-essential' powers such as time-tabling 
and budget priorities and ‘recommended 
powers’ which included school level 
curriculum choices [DoE 1995a;56-57]. 
‘Negotiable powers’ were those which 
‘provinces can provideon contrast to schixils 
or where schools can contract privately' 
such as maintenance of buildings [ibid]. 

The most controversial aspect of the report 
was the models of school governance 
financing. Three such models were 
proposed, namely: 

-the minimalist-gradualist approach which 
would allow most existing govern! ng bodies 
to continue to function including the ex- 
Model C schools; 

- the equitable school-based formula 
approach which is similar to the previous 
approach but argues for equal per capita 
expenditure and prohibits schools from 
raising additional monies; 


- the partnership approach that includes an 
equal per capita expenditure but where the 
state’s commitment to operating costs is 
reduceddependingon parental contribution 
[DoE 199Sa]. 

While the report does not make a definite 
commitment to any of the three options, it 
does argue that the partnership approach 
offers the most advantage. Advantage is 
constructed as that which allays the fear of 
Model C .schools, ex-white only schools, 
and which also notionally deals with redress 
and equity. This is assumed to be the case 
because in reducing state subsidies to 
partnership schools, the state would then be 
at liberty to use its resources in more deprived 
areas within the country. 

The Hunter Commission Report was 
followed by two white papers [November 
1995 WP2a; DoE 1995b and February 1996 
WP2b: DoE 1996al. The two white papers 
arc essentially the government’s responses 
to the Hunter Commission. The main 
difference between the two documents is 
that the former is a more direct rcspon.se 
to the commission and includes both the 
committee’s views and the ministry’s 
response, whereas the latter simply lists 
the policy choices available to the ministry 
on this matter. Of the two documents, 
WP2b is more important given that it 
as.serts certain possible policy choices and 
trajectories. 

WP2b suggests a similar composition of 
governing bodies to that of the Hunter 
Report. The. main difference is that 
community representatives are elected by 
the governing body and not the community. 
The ministry’s claim is that this is necessary 
in order to ensure that community 
representatives arc acceptable to all school- 
ba.scd constituencies [DoE 1995b]. The 
document also claims that parents should 
be in the numerical majority in governing 
bodies since they have the greate.st stake in 
schooling. In addition, parental majority is 
justified on the grounds that governing 
bodies are expected to make serious legal 
and financial decisions. 

In contrast to the Hunter Commission’s 
notion of ‘basic’ and ‘negotiated’ powers. 
WP2b proposes the notion of menu powers 
specifying 20 such functions. According to 
WP2b, governing bodies can choose and 
the provincial education departments can 
decide, which of the 20 functions governing 
bodies can a-suinc control of, based on 
considerations such as capacity. A key 
change between the Hunter Report and 
WP2a .and b is that teacher employment is 
no longer at the discretion of governing 
bodies. Instead, it is the function of 
provincial education authorities with 
governing bodies making recommendations. 
This was a direct response to the fears of 
teacher unions who felt that control by 


governing bodies couldnot only undemiine 
teacher’srights but alsocause differentiation 
between ‘state’ and ‘privately’ employed 
staff. 

A key shift in WP2b concerns school 
financing. WP2b rejects all three options 
proposed by the Hunter Report and opts for 
a ‘Fourth Option’. This option maintains 
the commitment to a uniform formulae- 
based system of funding, but enables some 
schools to raise additional monies. This 
option is referred to as ‘Middle Class 
Mandatory Fee Clustering’ (MMFC). This 
is discussed later in the paper. 

SASB. which passed through many drafts, 
takes WP2b and presents it as a bill to be 
read before parliament. In this development 
from the Hunter Commission’s report and 
recommendation, to the production of two 
White Papers, to the formulation of the 
Schools Bill, three major shifts can be 
detected. Firstly, the bill explicitly outlines 
limitation clauses on governance structures 
that arc not directly addres.scd in previous 
policy texts. For example, the bill lays out 
on pages 6-9 [DoE 1996c], the conditions 
under which, admissions and language 
policy can be determined. Secondly, the bill 
directly codes the function and powers of 
governing bodies. Thus, the bill specifies 
the modus operundi of governing bodies, 
inter alia, the need for public financial 
accountability. Finally, the bill tightens up 
the definition of public schools making it 
impossible for governing bodies to 
determine the ethos and mission of schools 
which, as the Catholic schools argued, make 
it impossible for them to operate in the 
public sector.' 

Analysing SASB 

SASB deals with various issues, including 
public, independent and special schools and 
the status of c.t-Model C schools. It includes 
amendments to the Educators Employment 
Act and a memorandum on .school finance 
policy. This paper mainly focuses on the 
recommendation and proposals pertaining 
to school governance. 

Central to earlier policy debates was the 
lelationship between PTSAs, governing 
bodies and school management. As 
mentioned earlier, this distinction in the 
initial history of PTSAs was not present and 
a crude unitary system propo.scd. However, 
policy documents during the 1990-94 period 
proposed either a binary system (PTS A and 
management executive) or a trinary one 
(PTSA, governing body and school 
management). In contrast, SASB does not 
make any distinction between a PTSA and 
governing body. The proposals suggest a 
governing body which represents all three 
sectors of the PTSA including others, 
namely, the principal, non-teaching 
members of staff and co-opted community 
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reproientatiyes. Whiistt it docs not directly 
address the issucot'day>to-day functioning, 
itcanbesafclyassumcdthatSASB presumes 
that this will be done by the principal and 
her/his management team. A significant shift 
in SASB concerns the role of the principal 
and the community. The previous policy 
texts had suggc.stcd that the principal sits 
on the governing body in an cx-officio 
capacity. SASB makes no such distinction 
nor docs it make clear whether the principal 
has voting powers on the body. 

Community representation has always 
been problematic on governing bodies. 
Three forms of community reprcscmaiion 
can be traced through the policy texts: 
community representatives nominated by 
parents and elected by governing bodies 
(Hunter Report): community representa¬ 
tives elected only by governing bodies 
(WP2a and b); and community rcprcscota. 
tives co-opted by governing bodies 
(SA.SB). A glance at the above suggests 
that the move towards strong community 
rcprc.scntu(ion on governing bodies is 
becoming weaker in ihc recent policy texts. 
The rationale for this weakening seems to 
be the legal status that SASB accords to 
school governing bodies. 

SASB proposes that school governing 
bodies will be recogniscil as a 'juristic 
person’. This implies that their powers and 
functions are guaranteed and recognised 
statutorily. and that they may make decisions 
us a corporate body. The legalisation of the 
status of, governing bodies has grave 
implications for their functioning. Pir.stly. 
It implies that such bodies cun he sued and 
that they are legally responsible for the 
decisions they make based upon the 
functions and powers devolved. Whether 
governing bodies aic ready to take on such 
icspon.sibilitics is unclear. .Secondly, it is 
equally unclear whether governing bodies, 
as legal entities, arc obligated to iinplcinont 
state policy even when they aic iii 
disagreement? An example nl this 
vulnerability is the teachers’ .strike in the 
UK in 1992 where governing bodies were 
not legally allowed to support ihc action 
even though they agreed with the siance. 
La.stly. apoicntial difficulty isihal governing 
bodies may find ihcm.scivcs entrapped in 
bureaucratic legal battles thai may 
undermine (heir effectiveness as vchiclesof 
participation and representation. 

In addition, the document specifics 19 
powers and functions of governing bodies. 
These can be demarcated as follows: key 
policy matters (language, fees, religious 
observance, recommendations for 
employment, code of conduct); and day-to- 
day matters (timetable, maintenance of 
physical as.seis, purchasing); and financial 
matters (financial accounting, raising 
revenue, charging and collecting fees). There 


is an important caveat that must be 
mentioned, that is, these powers and 
functions arc subject to existing legislation/ 
provision and the limuutions clau.ses outlined 
in the document (DoE I996c;5-71. For 
example, language policy is subject to 
appiopriatc national and provincial 
regulations. 

A critical issue is what has been called 
the 'menu mode ol governance’. Whilst 
governing bodies have 19 powers and 
functions, the piovincial member ot the 
executive council may cither add more, or 
impose limiiaiions on some, dcicrinincd by, 
inier alia, cap.icii) or unsatisfactory 
pciformancc (DoH 199()c. 13-1 .‘>J. If the 
menu mode operates, I hen. governi ng bodies 
will ha VC to ensut c com|icteiicc before bci ng 
able to assume cci lam powers and functions. 
In Ibis regard..some piovinces, like Gauteng, 
have altcady pul inlu place school 
management capacity bui Idi ng programmes, 
and the national ministry has recently put 
on tcndci national school management 
capacity building ami naming programmes. 
This IS advantageous in that it pliices a 
liinilation on the arbitrary exercise of power 
by governing bodies, by ensuringu pariiciiliir 
mo<lii.\ opcmiuli. However, the ‘menu’ of 
powers and lunclions. still potentially o|h:iis 
up whal could \ciy easily he a pcrmnnciu 
controversy heiwccn schools and the 
dopartincnl ovci the definition of powers 
and functions. 

'flic weakest :irea of the .SA.SB is that it 
leaves open, without any guid,incc., the way 
in which decisions can tic made in governing 
bodies. Are decisions to be based on a 
si mple niajoi iiy vote? 11 this is the case, then 
the issue ol niimhci of rcprc.sciitativc.s 
becomes ciitical In addition, if majority 
voting I senvis.igcd.ilicn Ihcdocumctu needs 
to state explicitly wheihercach member has 
an equal vote oi whcihcr voic.s will he 
weighted in favoiii ol certain constituencies 
such its students or icachers. If it is assumed 
that consensus is to operate, then a 
mechanism for bicaking deadlocks and 
aibitrution needs to be proposed. 

.SASB ctiincsdown in favourof the l•■ourlh 
Option or MMFC The notion of MMFC 
is fairly simple. All students in public schools 
will attract equal per capita expenditure. 
However, in ordci locnsurc that Ihc middle 
class docs not llcc ilic .stale sector, school 
governing bodies will be able to raise 
additional user Ices to subvent the formula 
following an .accepted procedure. This 
procedure is outlinc'.l in chapter 5 of SASB 
|Doc 1996cl. In order to ensure equity, 
governing bodies will not be able lo insist 
on payment Irom paieiils who arc unable 
lodo so. If. aflera due priKCSs, the governing 
body agrees on mandatory fees, then all 
parents who are able to pay. arc obligated 
to do so. 


Three Policy Concerns 

Central to policy debates concerning 
school and educational governance arc three 
inicrrcluled concerns, namely, the under¬ 
standing of participation, the relationship 
between participation and financial control 
and the policy privileging ol purcnuil 
parlicipuhon. This scetion explores ihe.se 
three issues m greater detail. 

DUcoursfw of iHirtU-ipunon in South 
African policy Jehaic.c.'' The notion of 
pariici|xilion iscurrcnlly in vogue. Everyone 
incnlions the word and. lor many, it is 
naturully a good thing and .something that 
is highly desirable. However, (he notion ol 
participation means different things lo 
dittcrcnl people and in dificrcnl contexts. 
In South African cdiicalional policy 
discourses four competing notions oi 
participalion relating lo school governance 
can be discerned. These are 'comimmity’. 
'stakeholder' and 'regulation’ and 
'weighted' approaches ol participation. 

Community ait the /invi.v of participation: 
Despite the diverse ways in which 
’community’ i.sdclincdticriitorial. religious, 
ethnic and political) and the problems which 
have been identified in the field of 
coinnuiniiy education, it is accepted 
uxiomaltcally by many South Africans that 
the 'coinniunjiy' should, and must 
participate, in education. This is clearly the 
case 111 school governance structures whcic 
it IS believed th.ii the school should reflect 
the community within which it is located 
and that it serves. I'or example, all the 
policy texts relating to .school governance 
unequivocally slate lh.it the Lommuiiity 
should he rcpieseiiiedon governing bodies. 

However, il is Ihc very basis upon which 
ihe cuniinuniiy both con.slitules il.scll and 
IS consliluled that brings (o light the tensions 
that beset the notion ol community 
participation in ediicalion. The term 
community signifies common and shared 
aspects of huinan'intcrnctioii. For example, 
a religious community is identified by the 
religious beliefs and praeliccs that its 
members slure. roiniiiuniiics therefore 
downplay Ihe divisive and fragmenting 
Icaturcs of social inicraclion. For example, 
Catholic .Schools in .South Africa argue (hat 
Ihc SASB does not suflicicntly preserve the 
'special chaiactcr' of tlicir .schools. The 
tension in this cu.se relates lo the fact that, 
in order for a community to engender, 
feelings of group sdiidarily, it must, of 
necessity, project group identity as stable, 
consistent and internally homogeneous. This 
IS achieved by defining communities as 
being distinct from others. 

Thus, whilst the notion of community 
partici pat ion has tremendous emotional and 
popular appeal, the reality is that as societies 
become more fragmented along lines of 
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class, race, gender and nationality, it 
becomes dinicult to sustain an unqualified 
commitment to community participation in 
the etiucatinn system. In addition, the 
divisive expressions of group identity for 
example in Rwanda and Bosnia- 
Hersegovina. questions the notion of 
community feeling and .sentiment. 

In this changing and turbulent context, 
therefore, community as the basis of 
participation in the cdiication system 
generates potentially contradictory 
outcomes. On the one hand, it cicates the 
conditions for the iiUTcnsing fragiiicniatioii 
ol the education sy.stcm and may mask and 
gloss over fundamental dilfcrcnccs within 
groups. On the othci hand, it provides a 
strong scn.se of solidarity between 
individuals, and consequently a .stable form 
of group participation .md rcprc.sentation in 
the education sy.siem. 'I'hese potentially 
contradictory outcomes represent the 
dilemma facing the proponents of 
community participation and greater 
community involvement in education. It is 
therefore not unsurprising to lind the policy 
texts making a qualified eommilment to 
community participation. For example, 
SASB slates that community leiiresentuti ves 
must be acceptable to, and elected by, 
governing bodies. The .SA.SB also suggests 
another qualification of cominimity by 
stipululing lhat .such elecled comniuiiily 
representatives must be people with 
particular levels of expertise' which could 
contrihiilc mcaninglully to the .'icliviiies of 
the school. 

Stakeholderparik'iputioiv. A particularly 
South African manifcst.'itioii of community 
participation is that of 'siakchuldci' 
panic!pation. This implies that incducational 
governance .structures. Icgitiniutc 
stakeholders should be granted the right to 
participate. Despite the feelings of some, 
it is generally accepted that staKcholdcrs 
should be participants in education Thus, 
SASB makes provision for the paiticipution 
of stakeholders such as parents, teachers, 
students and the community on governing 
bodies. However, beyond this broad 
agreement, licanumbcrofdilTicultic.s. l-'irst 
is the shift from the notion of 'community’ 
to ‘stakeholder’ in the use of terminology. 
Second, is the problem of ‘translation’. 

The notion of ‘stakeholder' suggests that 
certain people have more of a ‘stake’ than 
others in particular contexts. This delimits 
who in fact may he claimed to be legitimate 
particip.ints in making particular decis-pns 
in particular.situations. There is an implicit 
suggestion in this that not all things arc open 
to all people all of the time. This is <|uiie 
different from the notion of 'coiniminiiy’ 
participation, which lends to be far more 
inclusive and open to who may be in lhat 
community. All members in ‘the 


cbmmunily' arc viewed as equally 
legitimate, no matter what other position 
they may occupy in social life. This, in 
school governance terms, would mean that 
people who make up the school ‘community’ 
would be eligible for participation in 
governing bodies; whether they arc factory 
workers, lawyers or garbage collector. 
However, with the notion ol 'stakeholders’ 
all of these members of the community arc 
not necessarily eligible for participation. 
Instead, only tho.se who are deemed to have 
a ‘stake’ in the school are entitled to 
contribute to ihc affairs ut the school. As 
pointed out already, generally these 
‘stakeholders’ in .school-h.'iscd situations 


arc regarded to be parents, teachers and 
students. TheSASB adds non-teaching staff 
at schmils as another ‘stakeholder’, and it 
allows governing bodies constituted on the 
basis of these ‘stakeholders’ to co-opt other 
members of the community on to the 
governing body if they deem it necessary. 
In so doing, those who arc 'stakeholders’ 
grunt ’stakeholder’ status to those they 
regard, for whatever reasons, important to 
have on their governing structures. In this 
way. a single person in the community, that 
is one who is not a parent, and who is not 
a memher of the scIi<k>I in any way (teacher, 
.student or non-teaching staff), then such a 
person could become participant in the 
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processes of the school. But, it is only under 
these conditions that such a person may 
become a ‘stakeholder’. On the surface this 
seems necessary and unavoidable. However, 
it is possible that people who arc not 
'stakeholders’ may have the most useful 
contributions to make to the enhanced 
performance of the school, just us it is 
conceivable that those who arc rcgarilcd as 
legitimate 'stakeholders’ may not have 
anything substantive to conlrihule. This 
raises fundamentally the problem of 
'tran.slation’. 

The 'translation problem’ |Saycd I996| 
refers to how the right of stakeholders to 
participate translates into piaelieal policy 
terms. Doc,s it imply that stiikehokleis have 
the right lo decide policy’' Do they do .so 
autonomously? Are each ot the 
‘stakchoUlers’ assumed necessarily to have 
the same interests? Are particular 
‘stakeholders’ nete.'.sarily to he livaied as 
a single entity, siieh as fur example paicnis. 
At the .same time, the question who or wh.tt 
is a stakeholder heiomes nitieully in need 
of clan tieahon. The quest ton IS not as simple 
as it .seems. Is a stakcholdei an organised 
group? Are individuals’ siakeholdeis? Ate 
■stakeholders’ homogenised entities? On 
wh.U basis are ‘siakeholdeis’ decided upon 
in the first pUne It is posMhlc to suggest 
that lawyers and soeial woikers need to he 
regarded as ‘slakchoklers’ m eilncaiional 
governance structure Irecause soci.d workers 
can monitor the wellaie of people within 
the school and be on hand to rcspoiul lo 
child abuse or olhei such ca.ses. l.awyers 
need to be there too bceaii.se they can advise 
schools on their legal rights and 
lesponsibililies. Both of these legal and 
weirare.servu,e.sniay be leg.irded.IS endemic 
lo the affairs of schools. As such, who 
decides which siakeholdeis .should be 
reprc-scnii'd on governance stiiu lutes is not 
as straightforward .is it may seem miti illy. 
All of thc.se point to the complexities of 
translation. 

Regtiluli'd ijwtioH. In conti.tsi lo 
Makchokicr/coiimuiiiily-based foinis ol 
participation, a ’new’ thrust to educational 
participation in .South Aliiciin educational 
policy discourses is die notion ol ’regulateil 
parlicipaiion’. The NCI Hi doeument rcleis 
to this as the notion of eo-opeiative 
governance. This notion is not ‘new’ in 
international education sy.slcms fsec, tor 
example, Pugh 1989 and Ba.stiani 1993 for 
texts that explicitly argue for educational 
partnerships). RcgukHeil participation is an 
attempt to move away from the {lotcntial 
.antagonism that community and stakeholder 
participation generate and simultaneously 
avoid over-determination by the .state. In its 
simple sense, regulated participation refers 
to the process by which broad-based 
participation by communities and 


stakeholders is affirmed, but place limits or 
regulates the nature of thc.iuteraction. The 
agency of regulation is normally the state. 
The assumption of regulated participation 
is that no single agency is, or should be able 
to, umlaicially transact educational decision¬ 
making and that consensus between 
agencics/gioups/mdividuals is possible by 
creating forums of negotiation. I'liis notion 
IS reflected in the Nf’llli governanec 
proposals. l-orcxanipkMhe NCHKpioposcs 
a Higher Edueation l-'oi urn (11 EF> consisting 
oforganjscdgroii|K/slukcholdcrshul leaves 
final decision, making powoi lo the minislei 
of education w;lui is an elected olfiiial and 
who ni,iy. il lic/slie chooses, dclcgaloccriain 
lunctions to a Higher Education Council 
(IIEC) consi.simg nl 'cxjrert’ individuals, 

Notwithstaiulmg the various notions of 
regulated participation, it docs recognise 
the possibility ol collaboration m the 
education sysiciii. The mtcresls ol groups 
and individuals aie therefore not perceived 
to be always lundameiually aniagoiiisiie. 
Euilhcrmoic, unlike the community 
appioach it does not presuinc that the 
ditlercnt .sectors are a homogeneous grouii. 
Foi example, patents may at times share 
similai views with another as a group, 
w'heicas at oihei limes they may disagree 
with each other 

WrifihU'tliHiiiii iimiioir. Weighted pain- 
eipation is an option which could be opera ■ 
livcsimullaneously in all of the above lorms 
ol participation Whether community/ 
siakeholdei/regnlaied pai 1 itipaiion.il is still 
possible 10 suggest that some people have 
more rights than oiheis. Thi.s could reneet 
iLself by limiting the numbeis of people on 
such stiiieiuies. I'lie .SASB, by sugge,sling 
th.it p.iieiils need to nciessarily eon.sliiuie 
the ina|iirity on school govci nance 
siiiiiiuies. weights parental invoivcmciil 
imnt than i' does teatheis oi .students. The 
iceciu te.iehei |iioicsi as lions by .SADTl) 
memmned earhei eoniesled precisely this 
weighting'. Another way in whith 
•weighting’, may work iMogivemoie voting 
rights to diHerein constniiciu ies. For 
example, cvciy vote by a parent may count 
lor two votes, where teachers ami Mudenis 
votes may he coniiied only as worth single 
votes. What is signilicani about weighletr 
paitieipalioii is that it establishes coiiiiol 
within the .siiuciinc.s eoncerned so tli.it the 
monitoring and legulalmg limelions ate 
endemic and .structural I'lns is opposed i<> 
the cxlornar contiols that legulaled 
pailieip.ilton entails 

A more iinportanl problem isthc ,issci turn 

that parental choice is central to school 
governance. Whilst n isobviouslhat paiem.il 
participation is eiilical to cnsiiiing 

dcmocralisaiion, this claim begs ihequestion 

of why the rights ol a particular group of 
citizens (parents) should he privileged in 


the edueution .sy.stcrn. This approach docs 
tun consider prioritising the rights of other 
citizens, foi cxampic, siiidenis and teachers. 
Thus, the unqualified espousal of p.ircnial 
participation, requires moicciirefiil scrutiny 
partieulaily in the light of miernalional 
experiences, for example, in England and 
Wales, where parental paitieipation has 
simply privileged Ihe middle class 
ICanspeeken 19911. 

Rut all ol these notions of parlieipation 
rests on pariieiil.ii assumptions about the 
naluie ol the state, civil .society and identity 
Imdivulual and/oi group). In all instances 
Ihe assuniplion is that the slate is the one 
msiilulion that is best able to guarantee and 
citeet equality.' .Since it has the appropriate 
inslituliomil iiifKi.sinieiure. it isahleto muster 
the political aiilhoriiy and will, and is in a 
posit ion lo generate Ihe neeessai y economic 
wealth and .social oidci necessary in .society 
(sec also I leld 1987 who forwards a similar 
argument|. A govemmeni isthercfoicecmral 
to the ilenioeialie organi.salion of .society. • 
In fact, no society has experimented with 
a system ol dcmoeiaey in which there was 
no stale. This assumpiiiiii is iinpiohlcni.itie. 

A more eritieal issue, however, in 
regulated parlicipaiion in parlieular. is ihe 
milion of the slate as Ihe regiilaimg .igcney. 
Ill making the slate Ihe legnlalmg agency, 
the policy texjs prcsimie that individuals are 
unable lo oporaie outside iiariow sell- 
mlciesied eonimes This implies that the 
claim made m vai ions policy lexis lor .strong 
civil society pariieipaiioii, for example, the 
lirst while paper (DoF! 1994) is weakened. 
Ill other woids. civil soeiely parlieipaliim 
must be regulated hcratise it is iimiblc lo 
geneiale or woi k towards I he common good. 
This IS piobiciiiaiie m policy terms tor it 
rcMi lets m cs.senee, pai iieipaiory dciiioeraey 
and piivilegcs icpre.scnlalive democracy. 
As the policy texts stand, civil .society is 
peiceivtil to be simply the expression of 
sclf inieresicd eonlliel and that, by 
iniplicaiion. Ihe .stale always rcprc.scnl the 
common go-ul.* 

Whilst civil society is indeed aeonflietual 
terrain, the policy conclusion that it .should 
be legulaied by Ihe state is not necessarily 
correct since participalion by citizens in 
civil soeiely sirueiurcs may create the 
onditioii lot generating a common good. 
.As Pek/ynski observes; 

C ivil society in (his sense is an arena in 
which iikhIci n man legitimately gratifies his 
sell inieicsi and develops his individuality, 
hill .ilsii loams the value of group action, 
social sohd.iiily and the dependence of his 
wellare on others, which educate him for 
citi/cnship paitieip.uion and prepare him 
|oi paiiici|>aiu>ii in the irolilicul arena of the 
stale Iciiod in Kumar 199.3:379). 

This dialectic between individual self- 
interest and the general good is ab.sent in 
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educational policy discourses, instead 
discourses of participation assume that 
citizens (individually or collectively) arc 
driven by pure self-interest and cannot 
therefore work towards the common good. 
Thus It is assumed that what governance 
structures can do is to structure thtf conflict 
but leave the final arbitration to the elected 
political authorities. Alternatively, it is 
presumed that civil society participation 
can be dispcn.scd with since it's lulilc to 
considerintercst-hased participation. In both 
instances, policy discourses presume that 
citizen participation is purely contlictua! 
and narrowly self-interested. The structural 
translation of this assumption therefore 
polari.scs advi.sory versus decision-making 
policy powers, rendering a false dichotomy 
in policy proccs.scs. 

Following almost us a coiollary from the 
above is the assumption that repie.sciitali ves 
of particular groups would always and 
necessarily represent their constituencies. 
Mcliuci (I9tt7) for example, has pointed to 
the problem inherent within this. As he 
noted, often time representatives do not 
articulate the views of their constituencies. 
Tliey arc not always ‘their voices’. Iii.sicad, 
more often than not. such representatives 
‘rc-prcsent’ their constituencies views, and 
speak in their ‘own voices'. This leads to 
a tension between the representative and the 
represented, culminating, lor Mcliuci. in a 
‘dilcmmaof democracy’. For rcprc.sentative 
dcmtKrncy to work meaningfully in practice 
it requires meticulous adherence to prtK'esscs 
of accountability, on which policy debates 
remain silent. 

Also implicit in the above forms of 
participation is the unprobleniatiseil 
assumption that all individuals intcrc.st.s 
would necessarily he articulated by their 
groups, whether they are ‘communities’ or 
‘stakeholders’. This a.ssumptiun rests on the 
belief that individuals in .society .arc always 
part of some organised group or another. 
This is not necessarily the case. Secondly, 
it is also assumed that the group to which 
individuals supposedly belong will always 
act in their interests. This is equally not 
necessarily the c.'i.sc. and as Enslin (1994. 
I99.S) also pointed out ‘nations’, 
‘communities’ or just groups like 
‘stakeholders’ may in fact militate against 
individual rights and liberties. Part of the 
difliculty here is tied to Mcliuci’s ‘dilemma 
of democracy’ where individual interests 
are necessarily carried forward by ‘others’. 
The other problem is the almost organic 
tension between a group and an individual. 
Yet another problem is the rather static 
conception of individuals. It is alw'ays 
assumed in educational policy debates that 
individuals occupy only one group at a 
time. A teacher, for example, who has a 
child attending the .same school at which 


that teacher teaches will, it seems, have to 
choose whether the person participates in 
governing bodies as a teacher or as a parent, 
hut the possibility of doing both is not 
allowed organisationally. The problem is 
amplified considerably when one takes into 
.‘iccoiint that people arc classed, gendered, 
raced, etc. all at the same time. To work 
with a static notion of people’s identity 
being captured in only one group, is 
problematic. 

This also influences the assumption of 
the nature of groups implicit in these policy 
debates. The clearest example of this is the 
ways in which ‘parents’ are projected. 
Central to the debate on governance is the 
issue ol parental participation. A common 
thread throughout all the policy texts is the 
idea that parental participation is paramount 
governing bodies and that parents arc the 
most iniportant beneficiaries in education. 
Thus, all the policy texts argue that parents 
should constitute the majority in .school 
governance structures. This notion of 
parental participation invokes a conser¬ 
vative, traditional ideaofa parent and family 
where the parent is conceived of as a con¬ 
sumer of education and one who possesses 
control of his/her children. This is similar 
to the New Right notion of parents [sec 


Carspecken 1991 an Sayed 1993] where 
parents arc perceived to be the bearers of 
tradition and authority for, and over, their 
children. Herein lies the very homogenised 
and static understanding of what being a 
‘parent’ means. Firstly, single or divorced 
parents have very different concerns from 
parents with traditional, nuclear family 
settings. Secondly, all parents are not 
necessarily of simihu’ interests. Parents are 
classed, and raced too, for example. Arc we 
to assumed that middle class and working 
parents, or, black and white parents would 
in actuality articulate the same interests. In 
policy terms, the critical question arises if 
the policy translation on the notion of 
parental majority actually means that parents 
arc going to constitute a relative or absolute 
majority in governing bodies, whether they 
in fact would have a singular voice if this 
were to be put into practice. This is in 
addition to the validity of having parents 
alway.s outnumbering other constituencies 
as a collective entity nr whether they 
constitute a simple majority in relation to 
other mcmbers/.sectors of governing bodies’.' 
They arc given a ‘weighting’ in their favour, 
based on the assumption that parents as a 
gioup are not fractured internally and that 
they would be able to articulate .static group- 
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basM interests. The feasibility of this, on 
the basis of research done on parental 
involvement in school [sec for example 
Lareau 1987 and Mkwanazi-Twala 199.3], 
is highly quc.stionabic. 

However, within the South African con¬ 
text due to the .specificities of the conditions 
constructed historically in the country, 
notions of participation al.so have to be 
considered through the tcn.ses of equity and 
redress. Equity and redress have been 
central claims in policy development in 
South Africa (NEPI 199.3; ANC 1994; DoE 
1995]. At one level, the issue of equity and 
redress has been intimately tied tocnhancing 
participation.Thus. participation of .sectional 
groups and citizens has been perceived as 
being essential to educational decision¬ 
making. Some of the problems and pntspccts 
in this respect have already been dealt with 
implicitly in the preceding sections of this 
paper. 

At another level, the issue of equity and 
redress focuses on the, financing of the 
education system. The claims th.it have been 
advanced are that in atransformed education 
system no group or individual should he 
advantaged. This is often referred to as 
'levelling the playing field'. In tension with 
this notion of equity is the claim that the 
legaey of apartheid has generated gro.ss 
disparities and di.siortions in education and 
that there should be specific strategics to 
correct the historical imbalances. This 
implies target! ng some groups above ot hers, 
specifically the African population. This is 
referred to as the process of generating and 
ensuring redress. There is an inevitable 
tension between the two. The former 
approach may potenttally ignore the 
historical legacy of apartheid education 
whereas the latter may be. a continuation 
of apartheid in a ‘new’ torm. 

in the school governance debate, this 
tension manifests itself in two ways, namely, 
in relation to mandatory school fees nr 
MMFC and in the proposed funding tornnila. 
With respect to the former, equity tmplies 
that no school should be able to rai.se 
additional fees to subvent stale funds and 
that deliberate proactive pnicesscs should 
be .set in motion to effect redre.ss. This 
would imply the governing bodies would 
not be able to charge fees and that the 
resources of some schools (ex-Modcl C = 
white) wquid be redistributed. However, 
this, as the policy documents and bills 
argue, is not practically feasiblcor politically 
advisable. There are two reasons for these 
claims, that is, if ex-Model C schools were 
'not allowed to charge additional fees, then 
there would be a ‘llight of middle class 
parents’ from the state system leaving it 
bereft of those who are most likely to 
advocate reform and change. .Secondly, in 
order to effect redress, the state should 


charge those who are able to pay, releasing 
additional funds for redress purposes. 

However, the pol icy logic of this argument 
is faulty and speculative on a number of 
grounds. Firstly, it bcgsthcquestion whether 
the middle class should be retained in the 
public sectoi. The 'advocacy argument’ 
suggests that by rclaming the middle class, 
they will argue lor improvements in public 
schooling. The question is, for whose 
benefit'.’ And for what purposes'.’Thus, what 
MMFC may be legitimating is self-seeking 
behaviour on the part of the middle class 
and politically suggesling that this group 
should be held on in the public sector. The 
political saleabiliiy of this to the majority 
impoverished population in South Alrica 
is seriously doubllul and morally qiie.stioii- 
ablc. On a slightly dificreiit note, the 
proposals assume that through MMFC 
the middle cla.ss will leniain in the public 
sector. This is highly .speculative and theie 
are no international trends tluit suggest this 
will he the case In fact, impressionistic 
research suggests that the middle class is 
already beginning to lice to the private/ 
independent sectoi .ind that cominercially- 
run .schools will llourish in South Altica 
in the luture 

More lundamentally, the critical i.ssuc is 
the likely liehaviourot governing bodies in 
MMF’C. It presumes that by staling hiinliition 
clauses such as that no govetning body 
where mandatory tees are charged is able 
to cxciusle those who arc able to pay. then 
they will do so Tins is not likely to always 
happen. Instead, what is inoic likely to be 
the case is ih.'it governing bodies will simply 
attempt to attract those who can pay to 
ensure that they do not have in I act directly 
'refuse' places to those who cannot alford 
In lact. wh.it MMFC sets up is market 
competition and torccs. driving ceitaiii 
governing bodies towards ensuring a more 
prosperous and privileged parent 
community This trend is more consistent 
with inicrnational educational development 
than the presumption of equity. This is not 
suprising since, alter all, the logic is to 
retain the middle class In order to do .so, 
the policy choice of MMFC implies a 
compromise .igainst equity and ledicss, 
which es.seiilially mainlaiiis white privi¬ 
leges at the expense of the depiivcd bhick 
majority. 

Finally, what is totally absent in MMF-C 
is a deliberate proac tive strategy ol redress 
and redistribution Whilst it is thinned that 
the monies saved Irom mandatory Ices will 
l>e deployed lor developmental and rcilress 
purposes, there is no inkling ol how this is 
to be dortc. 1 1 mi ght be more I i kcl y to assume, 
that this IS simply a cost-culling exercise, 
rcllerling the inicrnational trend towards 
reducing public expenditure and the intro¬ 
duction of private provision in the public 


education system. Lawton (1992) refers to 
this as 'downloading' or passing the buck'. 

The fni niula for funding pmposed in .SA.SH 
is a lurther illustration ofthe tendency towards 
a dilution of equity and redresseducation. 
According to .SA.SB. school funding will be 
based on the following formula; 

F = tR,.+k,) + iC^+C„) -I- B 

R,, = current tor inmiingl expenditure, 
namely, the icmuneratioii ol personnel 

K,, = current (or runniiig) cx|H!nditure on 
supplies and services 

C^ = capital expenditure on new schools 
building, equipment mid media collcclions. 

C^, = is the capital expendilure necessary 
to inaiiitain (lenewal and replacement) the 
school buildings, eqiiipiiicnt and media 
collections at .schools. 

B = expendiluie iiecess.irv to address 
b:icklogs (mainly capital expenditure). 

The tension between equity and lediess 
IS handled ditteiently in this proposed 
linidiiig loimula Equity is ireated as .ill 
things being equal and theiclore there is no 
rediess l.iclored into the .p.ic items (R^+R^) 
+ Additionally, rcdiess is treated 

as additional laclor that > :iii piesiimably be 
drojiped kediess isIhcreloiecompromised 
since it is not lactois'd equally in all the line 
Items The possible end cl lect: niiddleclass 
niieie.sts.pariiciilarly while (nivils’ge. remain 
intact within »!ic SA.SB 

Policy CoMIIC'l ANI> f'oNII.SrAIION 

'I'his papei has outlined a number ol 
inconsistencies aiul problems embedded in 
the move to warils democi aiising educational 
govein.mce and iii paiticular. governing 
bodies III .South A 11 ica It has suggested that 
the moves lowaids demociatising school 
govein.incc as aiticiilated in the policy texts 
do iioi iicccssaiily elliM a liindamental 
resiriictiiiing ol education and ensure 
genuine equity and redress in educational 
provisioning Tins paper h.is oiiilincd the 
Ir.isis ol this ilaim 

At the heart ot tins claim is Ihe detniing 
[lolicy dilemiiiii that exlcndnig participation 
may enlnincc democrai-y Inn when coupled 
with the piwposals contained in SASIs it 
may perpetu.ite societal inequities. Thus, 
[lolicy dotiiments aie an .ittcmpl to strike 
a balance beiwceii participation and equity, 

I etwcenscll-nitciestandihecommongiKid, 
between paiticipalory and representative 
dcniociacy and between .sectional intercst.x 
and teiMlimate politiciil authority. This 
balance is I raught with tension and is always 
pioiic lo rupture. This is becoming evident 
in the education system, tor example, in the 
Cape Town teachers' march against the 
cflects ol rationali.sation and possible 
redeployment of .some teachers, and the 
protest actions of Johannesburg teachers 
objecting to particular clauses in the SASB. 
The ccnicstatiun between education specific 
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organs of civil society and the government 
structures will be determined critically by 
the forms ot mass-bused organisation in 
South Africa. Thus, the impact of education 
policy is likely to herc.sol ved by the struggles 
in the educational sphere. Central in these 
dynamics, we argue, are the implicit con¬ 
ceptions of the ways in which redress and 
equity may be managed, the positioning ol 
people and the framing of their identities, 
as well as the ways in which participation 
itself is consli ucted discursively and realised 
in actual practice. Whilst democracy and 
participation remain noble ideal.s, without 
the engagement with and concrctisation ol 
them in actual settings where they arc 
expected to he in effect, it is possible, we 
contend, that they may have the opposite 
effect of promoting privilege, r.alhei than 
dcinocralising the educational system or 
empowering the disadvaiii.igcd. 

Notes 

1 Bristol Univeisily's PT.SA Tiaining Pro¬ 
gramme was ill-conccivcd m that il did not 
sufficiently take into the existing realities ol 
PT.SAs 111 Soiilh Alnca at that time, l-unhci- 
more, tile prngiaiiiiiie did not aid uigamsa- 
lional gniwih 

2 NEPI wa.s an IK-monlh inscsiigalion and 
piuiliiced 13 icpons ranging fiom primary to 
tertiary education This paper focuses mainly 
on the ivporl ol llic NHPI Govei nance and 
Admiiiisiralion Rescaich Group, in particular 
the school governance option. 

3 At the point of writing .SA.SB was poised to 
pa.ss Ihiough IlieOcloher partial nonl.'uy silling 
Wc do not expect Ilicic to be nia|oi shift and 
changes m die liiial .ict 

4 TlK'lluiilcric|)oilwa.swide-rangingdociimcnl 
that covcied. iiiii r tiliti, existing lorms of 
school governance anil ownership and 
capacity hnilding it held laiily extensive 
consullalions and pi oduced a I (K)-pagr leporl 
enntaining 22 piincip.il rccomniciidalions. 
The paper lucnscs on its proposed 
rcconimciiduiioti on govei nance and 
liiumcing. 

5 Inpul hy .Sister Margaret Kelly at the CIF; 
Confcrciice on governance. May 27. 

Cape Town 

6 h is not tlie purpose of this section to provide 
a compichensive review ot the concept flic 
writing on the subject is voluminous A more 
detailed discussion of the coiicupl can he 
found m Sayed (19V5-). 

7 I his paper will not systemalically review the 
vaiiuus theories ot the stale A moie 
coinpielicnsivc di.scussion can he loiind in. 
for example. Held (l‘J«7l and Dale I I98'J). 

8 A more extensive discussion of the notion ol 
civil suciely in .Soulli Africa can be found in 
Cairim and Sayed (IW2-93) flere wc wani 
10 simply address the problem of the polani) 
between sell'-inleiesi and common gootl. 
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THE Indinti public is used to frequent 
headlinc-catchine dcclantiions frotii those 
wlio rule overthctii. Most arc soon ovciiakeii 
by the next similar announcements anti 
quickly fade away, i'arooq Abdul la's lemarks 
about “the need to accept reality and come 
to terms with the existence of the Pak- 
occtipicd Kashmir (PoK)" wa.s, by and large, 
taken just as seriously by the public as say 
Mul.iyam Singh’s proposal lor foimiiig a 
confedenitionol India-Pakislan-Bangladcsh. 
It was no surprise that AlHlulla's propo.sal 
was not pursued by any party or leader, not 
even by his own National Conference, 

Gi ven I his background, it came as a surpi ise 
to see EPW come out editorially (March 1- 
8, I9‘)7) in siiong siippoil of Abdulla's 
proposal. Hccatiseol the editorial, aproposal 
which could have been ordinarily shtugged 
off as so much a p:ut ol the passing show 
in India, has to be .seriously analysed and 
commented iiptin. 

Abdulla suggests that the line of actual 
control (LoC) in existence in Kashmir be 
accepted as the international bordci. which 
presumably means accept PoK as part of 
Pakistan. Your editorial not only stippoits 
this suggestion but advocates lurthcr that 
“by such a gesture of sacrifice, .New Delhi 
can persuade Islamabad to abandon us 
spiteful policy of providing military aid and 
training to militant group.s”. 

This proposal needs to be questioned 
seriously both on practical grounds as well 
as in principle. Even its timing needs to be 
questioned. 

First the timing. A section ol the Indian 
press seems to read a great deal in the results 
of .the recent elections in Pakistan. True, 
there is a new government in Pakistan. (The 
present government in India is not all that 
old either.) One need not get into any 
argument about the legitimacy of the prc.sent 
Pakistan government, on account of the low 


(3ovemancc in .Souili Africa' paper read at 
the IXih WCX;ES 'Tradition, Madeniily and 
Post-Mmlernity’ t'oi'.lcmsce. University of 
Sydney. Australia. July 1-6. 

*iisulu. Z( 1986)- Koynuie Addressal the National 
Educalional .Conteicnee. Proceedings of the 
National Ediicnli()n,il Contciciicc, People’s 
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Good and the Pool iiy ol Lilicriy’ inCMoullc 
(ed), Dimfiitiiiii\ ,>1 Niulirtil f)eiiuH rnev: 
Plurulism, Ctu:rii\liii>. Demitioi\, Vcr.so, 
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turn-out- The Indian government has to deal 
with whoever spciik^ otticially for Paki.staii. 
But what are ihe grounds for being 
particularly upbeat tii t’ue present juncture ? 

The present’prime miiiisler of Pakistan 
also headed an earlier Pakistan govciiimcnt 
alew years hack. Aslai as iiuio-Pakichitioiis 
arc concerned, the record ol his earlier 
gove'.iiineiii was ncuher belter noi worse 
than that ot any oihci Pakistani govciniiiem. 
It is reported that he has olfered to discuss 
troop w'lthdn'w.il lioiii the .Siachcii glticiet. 
Such lalk.> nave louiincly taken place in the 
past also, with no worthwhile lesiilts yet. To 
consider this as a step forward would ,scein 
to many as somewhat preinaliire. And to 
suggest that some icinloiy should be even 
foiiually ceded to anoihei country m leturn 
lor a pioiuisc ol talks which have pioved 
poinlle.ssinihepasidelinilely would tpiahly 
as a vciy poo: ipiid pro quo. 

One should ol toil'seat ccptliie-lMiialides 
of the Pakistan p'une niinistei to start with, 
till evidence to the coiuiaiy is available 
Note that the new Pakistan goveinmeni has 
not yet exptessetleveii .i pious. non-eommilt;il 
wish to resolve Imlo-Pikisiam problems in 
a spirit ol liicmlship and niiilual 
understanding Ihe question ol a lorin.il 
dcclaralioii ol li icndship or ol a no-war pai l 
would not even aiisc at this early stiigc Lei 
us ho|V’ It IS taken up m the pioposcd lalks 
in May. 

Thereareolliei waysol testing die waicis. 
A couple ol examples should sullicc. A 
welcome gesiuic on part of the Pakrtian 
government is its ilecisioii in principle to 
release some oi the Indian cluldrcn whose 
fishing crall sitayed inadvcrtcnily into 
r'akistam ’.vaters. Let us see if this decisior. 
is tallied out soon and il U also applies to 
all sucii minors and also to scores ot Indian.s 
who are held without trial in jail in Pakistan 
for yeais. 


As|>ei the commitments with international 
trade btidics. the Pakistan govcinmem was 
to have atvoidcd the most tavoiired iialton 
(MEN) .status to India quite a while buck. 
A better and moie long-i;i.sting test would 
lie to see w it li what dispatch the new Pakistani 
piimc miiiisici luinouis its commiimeiUs on 
this issue 

.So f.ti .is luaking friendly gestures is 
coiiccincd. the teeoid ol the Indiun govern- 
ineiil IS miihiiig to be ashamed of. i ighi horn 
the lime ol shaiing the ea.sh in the goveiii- 
luciii ireastiry at the lime ol partition You 
will suiely leeall that both allci 1965 and 
1971, (he Indian goveiniiieiu handed back 
the leirilory in Punjab and .Sind which Ihe 
Indian aimy had oveirtin, without any 
preconditionsoi askingloi aiiyihmgmieiuin 
it has now become politic on both .sides ol 
Ihe hordei to loigel ihe undeistundiiigs 
reached m Shnnl.i in 1971, but siiiely you 
will not li.ivc loigollen dial Ihe goseiiimeni 
ot India at that time rettiiiicd some 9(i,0()() 
Pakistani troops held captive in India. 
(Most ohseivers would considei that a veiy 
liiendly gesiiiie.J In leiurii, Paki.Man had 
agreed to settle all Indo Pakisiam piohlems 
bilaleially. The piogiess in this ie.s|H.’cl is 
aetiially negative. Do yon ihink die Indian 
govcinnient eoiild pci suade the new Pakistan 
goveinmeni to keep iis p:irt ol iliis pasi 
agieenient? > 

I'liendly gesliiie.s do plav a positive lole 
in inlernaiional rehitioiis. hiii only when 
there is some i haiice ol ilieir being iippreciu 
led and lei ipioi .iled Siiiee die piesent 
Paki.stan goveinmeni is only .i immih old, 
one should siiiely hold any iiidgnieni in 
abeyance nil some indu aiioiis ol ils iiiien- 
lioiisam.1 pelII.ie,,iie.iv,itl.ihle .Sm heaiilion 
IS all Ihe mole iiei essaiy in e.ise ol I'akislan, 
loi ivvo leasoiis. one mlein.il and one 
inieimiiional 

How lai .IP' we sine lli.tl a I’lkistaiu 
goxetmneiil is lonipleiely a ni.isiei ol ils 
house ' Wiilioul going into the history ol 
llie I'JSO s, one may keep in mind that not 
loo long ago. a pic.sideni in Paki.siiui was 
iiistiiimenl.il in lumging an cleilcd |iiin)c 
mimsiei Recei.tlv. the piesidcm has twice 
di-.imssed elected govcininenls Most ol the 
allaiis ol the aimed loiees .iie outside (he 
purview Ol the eontrol of the eiccfed 
gov .'iiiiieni ilii'ie fixeii il the new piime 
imiiistei li.is nolile inlenlions, whai aicthc 
chances dial, even .il ler li lendly gesluics by 
iiulia, ins oulcis wdi be earned out by the 
aimed liMCCs oi even by the civil service? 
Etoinali icpoiis. the aciiviiiesol the militants 
III Kashmii aie inunipulutcd by (he iSl, 
which IS atiionoinous within an uutononuius 
army and over which the prune nunislci of 
the countiy does not have much control. 
This stale ol affairs has rccenlly been 
compounded by cieaiing u special commil- 
tcc to supervise llic armed lorccs in which 
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the people’s representatives will be in a 
minority. 

It is tempting to believe that u new elected 
govemincnt in Paki.stan will usher in a new 
era of understanding in Indn-Pakistani 
relations. Nothing could he pleasanter. Rut 
these relations will not change till the armed 
forces inboth the countries arc undercivilian 
control. The Indian record in this respect 
would seem to be reasonably good. But in 
Pakistan, not only the armed forces but the 
entire government is under the tiuiinh ol lhe. 
mililary-feudal complex (just us in many 
other countries it is under the military- 
industrial etimplex). A prudent policy-makei 
in India would want to see the extent to 
which the new government in Pakistan is 
able to asticrt its decision-making authority 
before parting with any territory, even 
notionally, as you suggest. 

In the months to come, there wiil he 
numerous opportunities to sec to what extent 
the Nawaz, .Shard government rcllects the 
aspirations of the people. Many of the 
pressing problems in Pakistan do not involve 
India or Kashmir. The i|iicsiion of mohajirs, 
of Christians, of the Biharis stranded in 
Bangladesh (not to mention land reforms or 
women's rights or the domination ol the 
clergy in legal matters) are all human 
questions which do not involve India. It is 
not that India should take interest in the 
internal matters of Pakistan (though whai is 
wrong with that?). But one would surely 
want to sec if the new Paki.stani government 
is capahleof taking hard decisions and making 
them stick. Even a minor step towards 
c.stablishiiig Incndlier relations with India is 
going to be a tough ma)or step loi a Pakistan 
government. (Tlic same is the case with the 
government of India.) After the experience 
of the fate of the Shimla agrccincni. any 
rca.sonable person, even without being ill 
dispo-sed towards Pakistan, would want to 
wait to see how strong the two governments 
arc before talking of exchanging tciritoiy. 
even notionally. 

Even if the Nawaz Sharif government 
.succeeds in taming its army and cis iliuiis (all 
this IS on (he assumption of its own good 
intentions), to what extent will it be allowed 
to normalise its relations with Indui by the 
other imperialist powers? It is well known 
that Pakistan can be confrontatiomst vn-a- 
vis India only bccau.se it has the backing of 
othereountries. which they extendio Pakistan 
because that serves their global interests. As 
has happened in other parts of the world, in 
Paki.sUin also, the interests of the ruling 
fcudnl-niilitary class have grown co-terminn.s 
with the interests of their hegemonistte 
advisers. With the eountiy's economy and 
the sectional interests of the ruling classes 
so utterly dependent on the goodwill of 
international trade and aid agencies and on 
other powerful countries, the chances arc 


very small that (he Nawaz Sharif government 
will be able to chart out any independent 
course of action to any worthwhile degree, 
in any major .sphere, even if it st> wishes. 
To say that the actions oi the successive 
Paki.stani governments arc motivated “by a 
vengeful scn.se oi retaliation" would appear 
to be an ovcrsimpUricalion of the situation. 

Your editorial docs not elaborate as to 
how, after patting with PoK in favour of 
Pakistan, the Indian government will go 
about persuading “Islamabad to abandon its 
spiteful policy of providing military aid and 
training to the militant groups" (or in any 
other respect, for that matter). Which 
pcisuasivc arguments or handles does the 
Indian government pos.scss? Your editorial 
docs not explain. 

On what principle do we support the 
Abdulla proposal? If one still wishes lo go 
hy some accepted norms, the Kashmir 
problem has to be tackled on only one of 
two premises. Either one has to go by the 
Transfer of Power Act and resolve the i.s.sue 
in the same way that the matter was .settled 
for some .“>75 other pnncipalitics II this line 
IS taken, the only problem lett is to transfer 
PoK lo India, not vice versa. 'I'his is what 
is being done now in ca.se ol Hong Kong, 
if you notice. On the other hand, il is 
commonly accepted in the 2()lh century that 
the views ol the local people be ascertained 
about the merger of the stale, an admirable 
principle. But then, don’t the people of PoK 
have any say in the que.slion? Is I'arooq 
Abdulla entitled lo speak foi them'' II so. 
by siretching the same line ol arguinenl, 
maybe Deve Gowda is cnlillcd to speak lor 
the whole of Kashmir. 

The solution (or is ii only a gesiure) that 
you advocate has neither the law nor the 
principle of seir-dciermin.itioii to support it 
As such, it would be treated on par with 
various othei iranslcrs ol real estate in the 
pa.st t Alaska. ALsacc-l-orraine. Nice and the 
Coled' a/.ur, Silesia, orihe transfer ol Kashmir 
to Gulah Singh hy the East India ('ompany). 
All were the results of traiisieiii |)olitieul 
expediency. A journal known lor its prin¬ 
cipled stand on each issue should surely 
want to ponder .seriously belore eiilei 1 Mg i nio 
uncharied watcrsol unpnncipicd rcal-ixililic. 

As remarked earlier. Pakistani lerriiory 
was relumed to that country iii both 1965 
and in 1971. A di.stinctioii was made in 1965 
about I he return of Kashmiri ten iiory. which 
was dcnmrcalet'by the earlier Lincol Control 
After the skirmishes, the LoC changed aiul 
despite intense pressures brought on the 
Indian government by western countries, 
the then mild-mannered hut principled prime 
minister of India remained firm and the 
earlier I-oC took the prc.scnc shape. Apart 
from this, therp has been no adjustment in 
Icrritory between the countries, and tor good 
reason. 


n i.s not fflcnsly the ’lunatic fringe’ of the 
Sangh parivar which will oppose your 
pixiposal vehemently, ju.st as il is not just a 
lunatic fringe of Muslim fundamentalists 
and fru.stratcd generals in Pakistan who would 
continue to support the militants in Kashmir. 
The crucial fact of the matter, almost 
invariably missed by commentators, is that 
the Kashmir is.sue is the last ng-lcaf for the 
secularists, the opponents of the two-nalion 
theory (mainly in India) as well as for the 
proponents of the two-nation theory in 
Pakistan. (There arc some of (hem in India 
loo.) What they have stood for, for the past 
50 years and more comes tumbling down if 
they retreat from their stand on Kashmir. Is 
It any surpi ise that even a “socialist (ha! ha!) 
minislcr like Muiayam.Singhhasal.su joined 
the chauvinistic chonis". 

To advocate giving up of PoK would 
simply mean that the Indian govemincnt 
has lost its nerve or at least its heart in 
defending its territory oi has lust its bearings 
in the principles of secularism or both. 
Anything is possible with the kind of 
politicians that India has these days, but a 
thinking Indian has the option ol not 
supporting (hem and even opposing them 
if the i.s.sue calls for it. The same applies lo 
a thinking journal. 

Il is .seriously argued that PoK is not in the 
hands ol India anyway, so what's the 
dilference. Taiw.an is not likely to be part ot 
mainland China or noiihcrn Ireland ol (he 
Republic of Ireland in (lie fore.seeable future. 
Whal about, say, Kurdistan? International 
silualionscan and do change suddenly. (Think 
of the speed ol Pakistan's birth.) But one has 
to be steadfast in hokling lo the pnncipics 
one believes in. It is not easy to retiievc your 
pnncipics, once they aic abandoned. 

Not only the lunutie Iringc of the BJP- 
RS.S, hut many other ihinking Indians who 
arcagainst the two nation theory will oppose 
your suggestion aboui accepting the LoC in 
Kashmir asiheintcinational border. Without 
wishing any ill-will lo Paki.stan or its l ew 
government, one may tentatively accept its 
bomindcs regarding its desire to solve all 
Indo-Pak relations, including Kashmir. But 
It would be prudeni to wail for some concrete 
evidence about its intentions and about it 
being indeed in control of the situation and 
in a position to take hard decisions. 

Finally, a commcnl on your description 
of the opponents of your views. 'Hie opjxisi ng 
views are not held by BJP-R.SS alone but 
by most of the parties represented in Lok 
.Sabha Uxlay. Even restricted lo BJP-RSS, 
your description is wide of the mark Of 
course anyone may choose todcserthe anyone 
as lunatic. No bones are broken. But to 
describe the parly and the ideology which 
holds dose to half the scats in l.ok Sabha 
asa 'Iringc' takes sonic doing. Do wcas.sign 
new meanings to words nl.so. 
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Historic Strike 

y - 

The Bangalore public sector strike of 1980-81 is the longest and the 
costliest conflict in the history of the public sector in India. It was 
also the first time that a collective leadership coming from different 
political horizons was leading such a large strike and for such a long 
period. An analysis of the two settlements which paved the way 
U) the strike and a review of the strike in all its multiple and 
varied aspects. 767 

Trade Policy 

In spite of the drastic changes in trade policy, an analysis of trade data 
shows that there has been little change in the composition of either 
imports or exports in the post-reform pciiod. 779 

Restructuring Governance 

The Fifth Pay Commission's recommendations for devolution of power 
need to be assessed primarily in the federal context and, viewed thus, 
they fall short of what restructuring of governance calls for. And yet 
many of its ideas on civil service reform arc promising and should 
not be allowed to perish. 750 


Culture and Politics 

Communalism cannui be 
confronted by a Left presence in 
Mangolpuri anci Shahibad alone; it 
is equally important to be at Mandi 
House and Shivaji Fade. It is 
time to Uxik beyond tokenism 
and ritual. 761 


Cooked with Care 

Agricultural power u.sc data, 
on closer examination, reveal 
.serious inconsistencies. And yet 
they arc being relied upon 
for a variety of planning 


New Tribal Identities 

There is a tendency to dub the 
rise of cultural assertion among 
the tribals as a case of inherent 
separatism. But this is not 
necessarily so. The tribal 
movement among the Mundas 
and Oraons. of Chotanagpur, 
for instance, was against the 
internal colonialism of the 
Biharis as well as against 
the communal politics 
engulfing Bengal. 


Towards Stagflation 

Growing signs of dcpres.sed 
economic activity are distinctly 
visible in the overhang of liquidity 
in the banking system and the 
persistent slump in the capital 
market. Nothing short of a major 
overhaul of monetary, fiscal and 
financial policies can be expected 
to correct the situation. 743 


Food Security 

A primary household survey in 
two taluks of Mandya distnet, one 
rainfed and the other irrigated, 
shows that among the very pour 
there cxi.st social networks which 
offer food security. These need 
IQ be strengthened. 756 


Dubious Solution 

Although Nawaz Sharifs new 
initiatives on foreign debt have 
generated .some enthusiasm, it is 
unlikely that all of Pakistan’s debt 
will ever be. retired. What needs to 
be put into focus is the current 
ri.scal deficit and particularly, the 
use made of government 
spending each year. 759 









LETTERS TO EDITOR 


Ambedkar and the 
Indian Constitution 

AT a time when contemporary scholarship 
is expected to take note of B R Ambedkar’s 
work ('Gandhi-Ambedkar Interface: When 
Shall the Twain Meet?’ by Suhas Palshikar, 
EPW, August 3, 1996) for actuaiisation of 
present-day emancipatoty discourse, Arun 
Shourie appears with all his might to wrest 
from history the enviable place that 
Ambedkar is accorded and deprive him of 
the credit for authorship of India’s Con¬ 
stitution. A year back he wrote in 
(Mumbai) how Ambedkar by joining the 
Viceroy’s Executive Council (1942-46) as 
a labour member worked in tandem with 
British power and betrayed the Quit India 
Movement by criticising and ridiculing 
Gandhijt He alleged that Ambedkar acted 
as a spokesman and agent of British power 
and glorified their deeds by supporting and 
defending their policies. 

Hiese allegations however were not taken 
with ease by followers of Ambedkar nor by 
the intelligentsia. An equally forceful argu¬ 
ment published in Mahanagar itself came 
from Vasant Moon (editor of Ambedkar's 
works being published by the Maharashtra 
government) to refute and expose the hol¬ 
lowness of Shourie’s allegations. Shourie 
has now launched a campaign against 
Ambedkar trying to question that he wrote 
India’s Constitution. To substantiate his 
argument he wrote three articles in 7/ic Hiivad 
Sunday Despatch (Nagpur) on December 8 
and 15, 1996 and February 2, 1997. These 
articles, it appears, have not provoked 
Ambedkar’s followers northe intelligentsia, 
except Bhau Lokhande of Nagpur University 
writing in Lokmai (Nagpur). 

Let us briefly take stock of Shourie’s 
argument, in his first article he termed it a 
fashion to proclaim Ambedkar as the author 
of the Constitution which, he writes, is 
tolerated because of verbal terrorism and 
casteist politics. He has ascribed the 
fortiftcation of this myth to a precipitate 
decline in reading and looking up evidence 
during last 20 years. He states the fact that 
different committees and subcommittees had 
prepared reports on various issues which 
were discussed in the constituent assembly 
and after enough work had been done B N 
Rau was asked to prepare a draft to be “the 
working document for all subsequent work 
of the Assembly". He asserts that the role 
of the drafting committee was “to incorporate 
the decisions which the Assembly had taken 
on the constitutional advisor’s draft and on 
the reports of the committees which it had 
set up". Here Shourie avoids admitting (hat 
the draft Constitution was a text for the 
drafting committee to work on. 

'The ^t is that the drafting committee was 
asked to “scrutinise the draft of the text of 
the Constitution... prepared by Consti tutional 
Advisor giving effect to the decisions taken 
already in the Assembly...and to submit to 
the Assembly for consideration the text of 


the Draft Constitution as revised by the 
Committee” (C A Debates, Vol V, p 309). 
It is apparent that Shourie has deliterately 
twisted the meaning of the terms of reference 
of the drafting committee by using words 
like “to incorporate decisions” and “on (he 
constitutional advisor’s draft” to claim that 
“if one or two persons are to he singled out 
for authorship, they are Sir B N Rau the 
constitutional advisor and Shri SN Mukherji 
the chief draftsman to the Constituent 
Asiscmbly’’. 

Shourie’s second article details what went 
on inside various committees and 
subcommittees, how different proposals were 
considered, recommended, finalised and 
decisions taken, which for the most part is 
a meaningless exercise to reinforce his argu¬ 
ment. But the third article is aimed to show 
how B N Rau contributed to the import of 
Article 21 of the Constitution when Ambed¬ 
kar was in a quandary to choose between 
‘due process of law’ and ’according to the 
procedure established by law’. But in his 
haste Shourie has himself narrated how B 
N Rau and Alladi Krishnaswami Ayyardrew 
from Justice Frankfurter and Willis. Yet he 
blames Ambedkar for borrowing from the 
American and Japanese constitutions for the 
wording of Article 21. 

The basis 0 f S houric’s argu inent i s R S hi va 
Rau’s work. The Framing of India ’.v Con- 
siiiulion, and one finds only occasional refer¬ 
ences to C A Debates which give a complete 
picture of (he framing of the Constitution 
They reveal how Ambedkar the chairman 
of the Drafting Committee was snugbi 
after fur his views on different issues in 
the assembly and the motion was not 
adopted until he consented; how every time 
(he president of the assembly, Rajcndra 
Prasad, looked to Ambedkar for expcrti.se 
and guidance on various issues being 
discussed and voted on in the n.s.scmbly and 
did not move ahead until he had got the 
matter cleared by Ambedkar; and how 
Ambedkar efficiently responded to the trust 
reposed in him by the assembly. It is a 
wonder (hut Shourie, who says (hat there has 


been a precipitate decline in reading and 
blames our intellectuals for not reading the 
literatureofthe constituent assembly debates, 
overlooks how speaker after spe^r paid 
glowingtribute to Ambedkarin the assembly 
during the period November 19 to 25,1949 
for the extraordinary work he had done in 
the framing of the Constitution. 

Dev Athawale 

Akola 

Gruesome Murder 

IT is shocking to learn about the gruesome 
murder of Chandrashekhar in Si wan. Bihar, 
in broad daylight a few days ago. The details 
about the circumstances of his murder (To/, 
April 3, 1997) highlight, not for the first 
time, how criminals-turned-|roli(icians have 
acquired centre-stage in our polity in recent 
years. They also reflect how these 
‘representatives of people‘ are willing to go 
to any length to terrorise, intimidate and kill 
the real political activists who seek to focus 
on the problems and issues confrontin. 
ordinary people. 

It is ironic that the ruling Janata Dal MP 
from the area is the main suspect for the 
murder of Chandrashekhar. The same Janata 
Dal who.se chief minister in Bihar, Laloo 
Prasad Yadav only recently held the maha 
raila in Patn.i to show his popularity among 
the poor in Bihar. Yet. when activists like 
Chandrashekhar actually try to politically 
organise the.se same poor people, they arc 
gunned down by the .self-acclaimed messiah 
of the poor and his henchmen. 

In our cynical times, is it too much to 
expect that the killers of Chandrashekhar be 
promptly brought to justice by Laloo Prasad 
Yadav and his government? Or is it that (he 
only alternative left for the people is to 
i ncreasingl y learn to protect themsel ves from 
their ‘democratic’ representatives and thei^ 
guns? 

Vrueondra, Georoe Jose, 

Nivedita Rao, Edward Rodr/gues 
Mumbai 
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ECONOMIC 

AND 

POLITICAL 


Keeping Politics on Top 


T he facts have been clear enough. From the moment, 
on March 30. Congress president Silaram Kesri met the 
president and handed over to him the letter withdrawing his 
party’s support to the United Front government, the 
government of H D Devc Gowda had lost its majority in the 
Lok Sabha. This was expectedly established when, on Friday 
this week, the government lost the confidence vote in the 
lower house ol parliament by 158 to 292 voles, whereupon 
Devc Gowda duly submitted his resignation and was asked 
by the president to continue in office in a caretaker capacity. 

In the midst of the high voltage political drama going on 
in the capital, the gross impropriety of the UF government’s 
conduct after it had become clear that it had lost its mandate 
to rule has not received the attention the matter deserves 
Normally a government in its position would have been 
expected to confine its actions and decisions to the minimum 
necessary to carry on the day-to-day administration till its 
fate was decided by pailiament. In this instance, however, 
the government has done quite the opposite It has tried to 
push through as many major policy measures, relating to the 
economy especially, as possible before its time ran out. 
There has been a flurry of notifications, many of tlrem to 
give effect to proposals contained in the finance minister’s 
budget speech, such as enhancement of the limit on investment 
by foreign institutional investors in the equity of companies 
from 24 to 30 per cent and dereservation of 14 items hitherto 
reserved for manufacture by the small-scale sector. Other 
^ major policy announcements have also followed including 
the one liberalising the conditions governing external 
commercial borrowing by Indian companies and, most import¬ 
ant of all, the export-import policy for the next five years. 
What is more, no one in the government, neither ministers 
nor officials, .seems to think that there is anything at all the 
matter with what has been going on. The finance secretary, 
for instance, quite casually informed a business conference 
in Bangalore the other day that ‘all budget promises’ would 
be carried out speedily and that notifications in respect of 
some proposals which had not been given effect to yet would 
be issued as soon as the necessary ‘processing’ was completed. 

Far worse was to follow. Immediately after the UF 
government’s resounding defeat in the Lok Sabha a high- 
pressure campaign has been sought to be mounted to secure 
thf passage of the budget of the very government that has 
been shown the door. Taking leave of all scn.se of political 
decorum and decency, the finance minister in the defeated 
government has advanced the proposal that “pa.ssing the 
finance bill is the least we as parliamentarians owe to the 
people of India, who in my view have broadly welcomed the 
I budget”. This is not the occasion to debate whether his budget 
was quite the god’s gift to this nation that Chidambaram so 
modestly believes it to have been and whether it had indeed 

Econontic and Political Weekly April 12.1997 


been welcomed by the people of India. All that is entirely 
beside the point and irrelevant. What is material is that the 
government whose budget it was has ceased to exist and so 
has the budget with it. This is by no means a crisis or an 
unprovided-for development in a parliamentary democracy 
such as ours. There is the well established expedient of a 
vote on account to keep things going till a new government 
is installed and comes forth with its own budget. 

What is amazing is that evidently there arc dramatis perso¬ 
nae other than the finance minister in the ousted government 
of Deve Gowda who too arc engaged in the charade. The 
speaker of the Lok Sabha, no less, has stepped into the act 
and has taken it upon him.self to persuade different political 
parlies to agree to rubber-stamp Chidambaram’s finance bill 
during a three-day Lok Sabha session from April 21 specially 
convened for the purpose. And, going by newspaper reports, 
the country’s president himself is not unsympathetic to the 
shady project. It simply cannot he that .so many eminent person¬ 
ages are unaware of the political and constitutional impro¬ 
priety involved. It cannot even be that they arc all in equal 
mcajiure smitten by Chidambaram’s budgetary ofl'ering and so 
are willing and eager to cut corners and bend rules in its cause. 

No, there is a deeper calculation and that is the most 
disturbing aspect of the whole business. There has been, for 
.some time now, an overt and covert campaign to the effect 
that the infirmities of democratic politics arc threatening 
to come in the way of the economy which is otherwise all 
set to take off, thanks to the impetus provided by economic 
liberalisation. It will be recalled how the upparaichilu in 
the finance ministry had recorded more or less explicitly 
in their pre-budget Economic Survey that the performance 
of the economy had suffered in the last two years on account 
of the compulsions of the elections to the state assemblies 
and the Lok Sabha, but now that these regrettable but 
unavoidable diversions were done and over with they could 
expect to gel down to the real businc.ss, giving the economy 
its head. What the situation calls for, according to these 
passionate proselytise:;, is for the economy tind economic 
policy-making and execution to be insulated from the working 
of the political system. The spate of notifications and policy 
announcements after the Deve Gowda government had clearly 
lost its parliamentary majority and, most important of all, 
the attempt now on to push through its budget even after the 
government has been actually defeated in the confidence vote 
in the Lok Sabha arc all intended to supply such insulation. 
The basic proposition underlying these exercises is both 
politically anti-democratic as well as dangerous in its possible 
con.«!equences for the economy. Even if it were granted that 
political parties currently representing a majority in 
parliament, a large majority even, subscribe to a broadly 
liberal economic regime, that by no means denotes the end 



of (Mecise policy formulation and execution 
which must remain the prerogativeofparticular 
governments, put in officeby constitutionally 
prescribed democratic procedures, and for 
whidi each individual government must retiuun 
accountableand answerable. It isup to political 
parties and politician$,aboveail,todrivehome 
this point. Immediately they can do this by 
giving a quiet burial to a dead government’s 
dead budget. 

POLITICS 

Act One, Scene Two 

CONGRESS president Sitoram Kesri's ham¬ 
handed cloak-and-dagger operation gave the 
patty’s withdrawal of support to the United 
Front government headed by H D Deve Gowda 
the appearance of a ‘bolt from the blue’, the 
expression that Shnrad Pawar is supposed to 
have employed. However, what seems 
noteworthy in rest rospect is that tKb Congress 
took so long, some 10 months, to do what it 
did on March 30. The Congress is after all 
the second largest party in the Lok Sabha, 
after the BJP, with 142 seats compared to 
45 of the Janata Dal, the largest constituent 
of the UF. The UF’s expectation that the 
Congress would abstain from power and 
indefinitely support the UF government was, 
therefore, clearly unreali.stic. This aspect of 
the political arrangement put in place after the 
Lok Sabha elections last year must have 
preyed on the minds of all Congress MP.s, no 
matter to which of the many factions in the 
party they belong. They, it hardly needs to be 
said, are not a breed that is I ikely to be content 
with the spiritual satisfaction to be derived 
from knowing that by willingly denying 
themselves ministerial offices they are serving 
the cause of secularism and keeping the BJP 
away from power. This was sutely one major 
reason why, afterinitial expressions of uncase, 
the principal faction leaders in the Congress 
have in the last few days closed ranks and 
thrown their weight behind their party 
president’s action, thereby putting paid to any 
faint hope Deve Gowda arid the UF might have 
had that the well known di.ssensions within the 
Congress might upturn Kesri’s plans. 

Ideology is,of course, not asetious problem 
between the UF and the Congress. In fact 
there must be reckoned to begreaterideolpgical 
affinity between them than between the left 
parties and the rest of the UF. The Congress 
should have little difficulty in endorsing the 
UF’seommon minimum programme. Indeed 
it could claim with much justification that 
during its brief life-span the Deve Gowda 
government essentially continued and carried 
forward the policies initiated by the Congress 
regime of Narasimha Rao. 

The problems have been elsewhere. The 
left parties have stuck to their position that 
even as it keeps the BJP at bay, the UF also 
needs to keep its distance from the Congress. 


AndliHien some of (he regional parties in the 
UP, ^m states such as Andhra Pradesh and 
Assam where the BJP is not a major factor 
and the main contender for power is the 
Congress, see a political threat to themselves 
in sharing power with the Congress at the 
centre. Finally, in the present political milieu, 
a decisive consideration must also be that 
letting the Congress in will mean that the 
constituentsofthe UFwitI havcto.shedagood 
deal of the grossly disproportionate share of 
ministerial offices they have enjoyed so far 
rel ati ve to their modest parliamentary stiengih. 

By pulling the carpet from under the Deve 
Gowda government and staki ng its own claim 
to forming the next the government, the 
Congress has given notice that these attitudes 
will have to change if the ongoing exercise 
incoaliliongovemmentistohaveany measure 
of viability. The only alternative available to 
the UF is to take the plunge and in fresh 
parliamentary elections seek toeliminatc the 
Congress as a major piescncc in national 
politics even while preventing the BJP from 
addingsignilicantlytoitsstrength in parliament. 
Clearly this is too tall an order for the parties 
in the UF. No wonder the last few days have 
made itclearthat, with the possible exception 
of the left parties, they are as reluctant as the 
Congress to face another election. 

That leaves altogether few options. It is 
quite likely that having made its point and 
secured the replacement of Deve Gowda, the 
Congress will not press its claim to forming 
the government and another UF government 
willas.sumcofficcinduccoursc.Anewdevelop- 
meht this time might be the constitution of a 
joint consultative body with representatives of 
the Congress and the UF. Apart from creating 
problems of remote control and backseat 
driving, this will at best be a half-way house. 
Soonerthan later, in the interest of the stability 
of the coalition government tlieCongrcss will 
need to be a part of it. It is obviously better 
that rather than be forced to do so by another 
round of brinkmanship by the Congress 
leadership, the UF comes to terms with this 
reality and, through a process of opcndiscuss- 
ion, initiates moves towards governmental 
arrangements which can be expected to last 
somewhat longer than a matter of months. 

CORPORATE PERFORMANCE 

Data Gaps 

THE Reserve Bank of India has released a 
series of company finance studies in recent 
months. Analysis of the finances of a sample 
of public limited companies in the private non- 
financial sector has been published for 

1992- 93 and 1993-94. Another .study covers 
a sampicof large public limited companies for 

1993- 94and 1994-95. TheRBIhasbeencairy- 
ing out these sample studies of the finances 
of private sector companies for nearly five 
decades now. Of late it has added another 


study of the financial perfbmmaee of the 
private corporate business sector based on 
abridged audited or unaudited accounts of 
both financial and non-financiai companies. 
The latest study in this .series covers 1^5-96. 
Unaudited financial results of companies are 
required tube furnished to the stock exchanges' 
on a half-yearly basis within two months of 
the closure of the accounting period, as per 
clause 41 of the listing agreement, and are 
also published in newspapers. ^ 

While a number of other organisations 
have begun to put out company finance 
studies, in their range and depth they ore not 
comparable to the RBI studies. Taking the 
period 1990-91 to 1995-96. the latest RBI 
studies bring out how the performance of 
companies improved signi licantly during the 
three years 1993-94 to 1995-96 after two 
depressed years immediately following the 
introduction of the economic reforms. Sales 
of public limited companies declined by 19 per 
cent in 1991 -92, rose moderately by 12.2 per 
cent in 1992-93 and then accelerated to regi ster 
growth of 16 to 30 per cent in the next three 
years. The companies showed substantial i/| 
‘other income’ and nun-operating surplus in 
the initial years, but this was short-lived and 
their pertormance in 1994-95 and 1995-96 
essentially .stemmed from theirmainactivities. 
Gross profits, which had declined by 22 per 
cent in 1991-92. edged up by 3.7 percent in 

1992- 93. but ro.se smartly thereafter-by 23.4 
per cent in 199.3-94,45.2 percent in 1994- 
95 and 28.2 percent in 1995-96. Lowintcrest 
costs helped to boost profitability initially, but 
this happy state did not last. Interest charges 
ro.se by 2.4 per cent in 1993-94 and 5.4 per 
cent in 1994-95. but then shot up by 36.2 per 
cent in 1995-96. It is the continuous decline 
in tax provision as a percentage of profits 
before lax (PBT) that has been responsible 
fur the rise in the post-tax profits and savings 
of the corporate .sector in recent years. Tax * 
provision as a proportion of PBT declined 
from 36.5 percent in 1991 -92 to 33.3 per cent 
in 1992-93 tor one set of companies as per 
theiraudited balance sheetsand from 14.1 per 
cent in 1993-94 to 12.5 per cent in 1994-95 
before rising to 15.2 percent in 1995-96 for 
another set o f companies ns per thei r unaudited 
balance sheets. The RBI studies al.so provide 
detailed information on foreign exchange 
earnings and outgo, not only on merchandise 
account but also on the invisible account. 

The studies thus contain a mine of 
information on the financial performance of 
the private corporate .sector. No less useful 
arc the RBI’s studies of different size-groups 
of companies, such as large public limited 
companies. They bring out the differences in 
the growth profilesofcompaniesinthedifferent 
size-groups. For instance, the interest costs 
ofthegeneral gmupofpublic limited companies 
rose by 28.7 per cent in 1991 -92 and 21.6 per 
cent in 1992-93 and by just 1.3 per cent in*' 

1993- 94, whereas for the large public limited 


736 


Economic and Political Weekly April 12,1997 



companies they declined by as much as 27.7 
per cent in 1992-93 and then rose only 
moderately by 2.4 per cent in 1993-94 and 
8.8 percent in 1994-93. 

There is, however, one gap which comes 

the way of comparison of the findings of 
the RBI studies over time. Each block of 
sample studies contains comparable data for 
only three years. This is understandable 
consideringtheenormity of the work involved 
if the data were to be presented for lunger 
periods for the same set of companies, but 
as a result the studies do not lend themselves 
to comparison of trends over longer periods. 
If the RBI were to attempt instead population 
esti mates for major segments of the corporate 
sector, long-term scries would have been 
generated. The need for such population 
estimates is all the more pressing in respect 
ofpubllk limited and privatelimited companies 
as independent and major groups of the pri vate 
sector. 

Thisissue has beencroppingupfordccades 
now,essentiallyin the context oftheestimation 
ij^of sectoral savings and capital formation for 
national accounts purposes, but it has eluded 
solution. Apart from the faulty nature of the 
data furnished by the Company Law Board, 
one other aspect of the matter has remained 
neglected - the periodical conduct of census 
studies of companies. One such study was 
undertaken in 1971 -72, but the exercise was 
not continued. The cen.sus study brought out 
the undependability of the basic data supplied 
by the department of company affairs on 
what may be called the ‘census frame'. Also, 
the blowing up factornow used uniformly for 
all characteristics of income and outlay 
accounts and assets and liabilities is paid-up 
capital which has been proven tobc insufficient 
and unreliable. All these problems could have 
been to an extent got over if the RBI had not 
been content with just collecting balance sheets 
and profit and loss accounts, consolidating 
them and dutifully putting them out as stand¬ 
alone sample studies. Instead if the RBI had 
taken the next step and produced global 
estimates of the financial performance of the 
privatecorporatesectoras part of its obligations 
towards research and policy planning, data 
covering some length ohime would have been 
available by now. This is not, of course, to 
belittle the importance of the RBI’s existing 
company finance studies, but the fact is that 
these studies are just an aggregation, however 
meaningfully done, of available balance sheet 
data which lack long-term comparability and 
which do not yield mcaningfulglobal estimates. 
A first step would be to introduce a regular 
quinquennial censusofpubliclimiled companies 
indte private sector and a decennial census 
of private limited companies. Those who arc 
familiar with the estimates produced by the 
company finance studies know that even these 
I organised sector statistics are not as firm as 
they are made out to be. If the National 
Sample Survey Organisation findsitneces-sary 


to conduct regylar quinquennial surveys of 
household expenditure, employment/ 
unemployment and rural and urban debt and 
invest ment,thciicedforcensusesofcompanies 
with similar periodicities as an essential input 
for strengthening the data base of the Indian 
economy should be obvious enough. 

DISEASE CONTROL 

Custom Designed 

FOR decades nowdiseasecontrol programmes 
have taken a back seat with decreasing 
proportions of the budget allocated to them 

- from 13.S per cent of the central and state 
expenditures on health in 1973-76to 10.6 per 
centin 1991-92. In the last five years,however, 
these programmes have recei ved much atten¬ 
tion. Partly this is because diseases which had 
been officially deemed to have been under 
control began to 'reappear' orspread to regions 
which had been free of them. Malaria, for 
instance, has not only made a reappearance, 
but has spread in more virulent forms; 
tuberculosis, for so long ignored, is now being 
viewed as a major threat. This is also true 
of many other diseases such as the Kyasanur 
Forest Disease and several mystery diseases 
which are in duecoursc identified as complex 
forms of older infections. 

In the context of the ‘opening up’ of the 
economy and the economic liberalisation 
programme, this aspect ofthc health situation 
has received considerable attention. For one, 
these communicable di.seases arouse horror 
in western minds about the fiith-poverty- 
disease complex in third world countries. For 
another, disease control is the easiest 
component to tackle. As vertical programmes 
they can be made efficient without nccessariiy 
paying attention to the inefficient infrastructure 
which is far more di fficult to repair. That they 
inevitably fail in the long term is currently 
nobody'sconcem. In consequence, third world 
countries are easily persuaded to gi ve priority 
attention to disea.se control, especially when 
vast funds are available for review, r^esign 
and implementation. 

According to the World Health Organisation, 
the persistence of tuberculosis has been due 
tonon-complianceofpatienisinthc completion 
of their treatment. So emerged the new 
strategy, directly-observed-treatment-short 
course or DOTS, which has been reportedly 
successfully tried out in several third world 
countries. The WHO, which is promoting 
DOTS, has come up with fantastic cure rates 

- some 85 per cent against 30 per cent with 
conventional methods- and case fatalities 
are projected to drop I rom about 14 per cent 
to less than 2 percent. It is also claimed that 
the duration of the disease will be shortened, 
with low relapse rates. So convinced is the 
multilateral agency of the efficacy of the 
DOTS strategy that it is 'investing' 100 million 
dollars, over and above its usual funding in 


India, on implementing DOTS to cover 30 per 
cent of the country. 

While it is claimed that the DOTS strategy, 
tried out experimentally in India, has hud great 
succetis here too, there are those even within 
the tuberculosis research and control 
programme who advocate a more cautious 
approach lor several reasons-cpidcmiologicai, 
administrative and medical. These arguments 
appear to have been completely ignored. For 
instance, the WHO's new series on TB 
research, brought out with the single purpose 
of promoting DOTS, gives no information at 
all on the research/ pilot studies which have 
prompted such optimism, in,stead, the entire 
approach is to ‘sell’ DOTS by projecting the 
economic advantages - how much would be 
the gains from, say, increased productivity of 
workers, from the release of ho.spitai b^s, 
etc. Typically, no attempt is made to compute 
the income loss of the worker or the fact that 
TB devastates lives and livelihoods of 
'workers’ and ‘non-workers' as well. 

Historically.under capitalism, public health 
becomes a major concern when it begins to 
alTect the efficiency of the capitalist state. For 
instance, communicable diseases become 
public concerns only when they cither make 
a dent in workers’ productivity or when they 
begin to cross the confines of poverty and 
aftecl populations across the economic di vide. 
While the debility of the working masses is 
as yet not a concern for the ruling classes in 
developing countries, the resurgence of dis- 
ea.ses and their spread is a frighteni ng and new 
phenomenon. In addition, of course, it is seen 
as a factor stalling the 'integration' of these 
countries into the world economy - foreign 
capital, after all, needs not only the highly 
profiled ‘cheap labour' but also certain 
minimum guarantees of power and infras¬ 
tructural facilities as well as an assurance of 
protection from dreaded ‘tropictii' diseases 
for their operatives. It is in this context that 
the recent attention to diseatse control by 
multilateral agencies must be viewed. While 
di.sea.se control should no doubt he a priority 
area for public funding in health care, the 
neglect of other components will make for 
worse disasters in the times to come. 

EDUCATION 

Only for the Few? 

A correspondent writes: 

EVERYONE agrees that school facilities in 
the country are grossly inadequate and need 
to be expanded. Against this background, the 
Maharashtra government's refusal to permit 
the M unicipal Corporation of Mumbai (BMC) 
to open40 new secondary schools in Mumbai 
and its suburbs may appear shocking. 
According to newspaper reports, the 
government has ad vised BMC that secondary 
education is not a statutory responsibility of 
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local bodies. The latter should concentrateon 
primary education. 

The BMC runs one of the largest school 
systems in the country and runs it reasonably 
well. It has about 1.200 primary schools and 
also runs many secondary schools. Over the 
years, it has constructed many school 
complexes in different parts of the city. It is 
estimated that 300families enter Mumbai city 
every day from ali parts of the country. Most 
are poor and are hardly schooled. Apart from 
the needs of normal expansion, BMC has to 
cater to the needs of this heavy influx. The 
BMCnot only has Marathi and Gujarati .schools, 
but also Hindi .Tamil, Urdu and other language 
schools. Municipal schools are often the only 
oncsavailable to poor and smallcultunil groups. 
Not many NGOs are in a position to start 
schools tocatertosuchadiversccuitural milieu; 
certainly not in the poorer, slummy parts of 
thecity where ‘donations’ canonlybeskimpy. 

It is true that in many parts of the city, 
enrolment in municipal schools is falling. One 
reason forthisis of course thcpublic perception 
of municipal schools. The instruction there is 
generally looked down upon as of the lowest 
quality, Ht only for the children from the 
poorest stratum. Even at considerable sacrifice, 
parents try to enrol their children in private 
schools, preferably convent-type (whatever 
that may mean). English-medium schools. 
There is some truth in this public view of 
municipal education. Itsqualitycouldimprove 
a great deal if the neccs.saiy inputs were 
forthcoming. But that is nut the only rca.sun 
for their falling intake. 

For one thing, the newer suburbs of M umbai 
areexpanding far more rapidly than the older 
parts of the city. While the BMC has many 
schools in the latter areas, both the slate 
government and the BMC have been very 
niggardly in releasing land for schools i n the 
newly developing areas. Considering the 
premium that real estate fetches in Mumbai 
and the predilections of those in power, this 
is not surprising. But the result is enormous 
pressureontheexisting schools in these areas, 
opening up opportunities for malpractices. 

Whatever the pedagogical reasons behind 
it, the compartmentalisation of the school 
system into primary, secondary and higher 
secondary sections is not helpi ng the students. 
In the urbani.sed stale of Maharashtra today 
not many students are ready to stop after the 
primary stage. And the ground reality is that 
it is hard to transfer to a good school, or to 
any school, in the fifth orin the eighth standard. 
Because of this, there is a regular scramble 
togel a seat even in junior KG of an institution 
which runs schools right up to XII class. 

Themunicipalschoolsystemfailsits students 
in this respect becauseamajorityofits students 
find it difficult to transfer to the secondary 
sections of other private schools. (There are 
no government-run secondary schools.) This 
is a major reason behind the faliingenrolment 
in municipal schools. The proposal of the 
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BM(* to start 40 new secondary schools in 
Munibai not only deserves full support but 
needs to be followed up with similar action 
in other major cities. 

The reported objection of the state 
government that secondary education is not 
the statutory rcsponsibiliiyoflocal bodies does 
not stand a moment's scrutiny. It is not as 
if cither the state government or the BMC 
is fulfilling all its statutory obligations or as if 
they arc not acting in areas outside their 
statutory limits. Activities such as running 
fi ve-.star hotels, holiday resorts, playhouses or 
sports complexes can be described as public 
responsibility, only by stretchingthc argument 
a good deal. Yet governments go in for them 
in a big way. Certainly school education has 
tohave prior claimlogovcmment/civicsupport 
over many such activities. If necessary the 
government of lyiaharashtra can easily change 
the statutes and allow the BMC to open these 
secondary schools. 

The real reasons arc probably different. A 
great many people have found the present 
scarcity of school facilities very lucrative and 
would do their best to see that it continues. 
Since they also wield political clout (in all 
parties), the state government will do nothing 
to deprive them of their milch cow, which is 
what school education has today been reduced 
to. While the sugar lobby orthc builders* lobby 
in Maharashtra has gained in notoriety, the 
public is only dimly aware of the inlluencc of 
the education lobby and the education barons 
over the government, be it of any party. As 
in so many other walks of life, tn school 
education also the private interests of a few 
arc given priority over the public good. The 
loscis from the Maharashtra governmetit's 
stand are the children of the poor. 

GUJARAT 

BJP at Bay 

THE victoiy of Sliankcrsinh Waghela, the 
Gitjarat chief ministerand leadcrof Rashtriya 
Janata Party (RJP), in the Radhanpur by- 
clcction has not only secured the future of his 
minority govern mentinGujarat,hutal.so murks 
a turning point for the newly- founded RJP 
which had earlier lo.st all the by-clections for 
three assembly seats and for the Sakhrej Lok 
.Sabha seat held after it came to power in the 
state. The election outcome has proved that 
Waghela continues to be asuccessful rallying 
point for anti-PiP forces in the state. 

Waghela went about the by-election in a 
meticulous way. First, he selected the 
backward region of Radhanpur in Banaskan- 
tha district in north Gujarat which had yet to 
send a chief minister to the state assembly. 
Secondly, he saw that though the BJP had 
control over the local bodies in the region, 
Radhanpur had no hi.story of BJPever winning 
the assembly seat. In the last assembly elections 
heldin l99S.Lavingji Solanki,an independent 


candidate, had defeated the BJP nominee by 
anarrowmarginof300votes. Besides handing 
over the chairmanship of the state-owned 
Gujarat Tractors Corporation to'Solanki in 
exchange for vacating the seat, Waghela 
demoastratedhismanipulativeskillsby winning 
over the defeated BJP candidate, Memabhai ’ 
Choudhary,byofteringhimthe chairmanship 
of Gujarat Dairy Development Corporation. 
Thirdly, by projecting the backwardness of the 
region as the reason for his selection of 
Radhanpur, Waghela succeeded through his 
campaign in conveying his concern for the 
development of Gujarat as a whole. Fourthly, 
the caste composition of the constituency, 
with the OBCs, the SCs and the Muslims 
comprising 80 percent of the population, also 
favoured Waghela. 

For the BJP, though the election was 
definitely a vital conte!>t, the patty vv:» unceitain 
about !iow far to go in staking its prestige. 
The choice of a young novice, Shankerbhai 
Ladhvirbhui Patel, as (he patty candtdate 
ultimately signalled that the BJPdid not want 
to take Waghela head-on. Most importantly, 
Waghela played his cards well i n .securing the 
decisive 12,000 Muslim votes in the 
constituency. He got the Vishwa Hindu Pari- 
shad general secretary, Praviti Togadia, 
arrested for allegedly stripping one of the 
ministers in the state cabinet, Atmaram Patel, 
last year at a public rally attended by Atal 
Behari Vajpayee. This raised the hackles of 
the VHP. which along with the BJP national 
general secretary and .strategist, Narendra 
Mtxli, .sought to brand Waghela as pro-Muslim. 
That hindiitva formed the basis of the BJP 
campaign is clear from the fact that Pravin 
Togadia (released on bail). Acharya 
Dharmcndra, .Sadhvi Kithambhara and Uma 
Bharati were its star performers. 

Realising (he impoitanccof the Radhanpur 
contest, the Congress played its cards wisely. 
Notonlydid the jtarly nut put upany candidate 
in the by-election, but during theten.semoments 
of the withdrawal ('(Congress support t< • the 
UF government at the centre, the president 
of the Gujarat Congress party unit, Prabodh 
Raval, and the Congrc.ss legislative assembly 
party leader, Amarsinh Chaudhary,rushed to 
Radhanpur to dispel rumours of withdrawal 
of support to the Waghela government as well. 
With a large voter turnout and a victory margin 
of 14,000 votes, the message to the BJP is 
clear that it has a tough fight ahead of it against 
Waghela. 

Correction 

Intlie article ‘Oriya: klentiiying... with 
Newspapers’ by Robin Jeffrey 
(March 15, 1997), the reference to 
Dr Nilakantha Rath in row 1 of 
Table 2 (p 513) under the column 
’Founder’ should have been to 
RadhanathRath. Theerrorisregretted. 

-Ed. 


Economic and Political Weekly April 12,1997 



CURRENT STATISTICS 


EPW Rmarch Foundation 


OrgBoiied sector data op to March 1995 suggest that emplovment growth in the public sector has decelerated in the post*refonn period, whereas it has shown 
(ome fanprovement in the privnte sector. Manufacturing employment in the public sector has registered a reduction continuously for the to three years, whereas 
it hss shown on iirprovement in the private sector. In both the public and private sectors, growth of female employment has been higher than that of 
moleempltmnent. Tnis disparity has ton more distinct in the pimlic sector. The nundier of petobns on the live registers of employment exchanges has 
irossed }7.4 mn. 

Macroeconomic Indicators 


Index Numbers of Wholesnie 
Prices (1981-82- 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Pood Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Pood Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 6-Moich 22, 1997) 


Cost of Living Indices 


Weights Mar 22, 


Variation (Per Cent): Point-io-Point 



1997 

Over 

Oyer 12 Months 

Fiscal Year So Far 

1995-96 

1994-95 1993-94 1992-93 




Latest 

Previous 

1996-97 

1995-96 





100.0 


0.0 

7.5 

5.0 

7.5 

5.0 



■nim 

nrii 

32.3 

335.4 

-Ofi 

9.1 

5.3 

8.9 

5.3 

5.4 

12.7 

11.5 

3.0 

17.4 

385.8 

-0.8 

12.1 

9.7 

11.9 

9.7 

9.8 

11.9 

4.4 

5.4 

10.1 

333.2 

-0.2 

5.2 

-2.1 

5.0 

-2.1 

-1.9 

15.5 

24.9 

-1.4 

10.7 

343.0 

0.0 

16.2 

3.7 

16.2 

3.7 

3.7 

2.4 

1.3.1 

15.2 

57.0 

310.5 

0.4 

5.0 

5.1 

5.1 

5.1 

5.0 

10.7 

9.9 

7.9 

lO.I 

311.5 

0.3 

14.9 

-0.5 

IS.I 

-0.5 

-0.7 

8.1 

12.3 

6.8 

27.5 

358.5 

-0.5 

12.9 

6.3 

12.9 

6.3 

6.3 

10.6 

7.0 

5.8 

100.0 

314.6 

- 

6.3 

7.7 

6.4 

7.7 

7.8 

10.9 

8.3 

10.1 


Variation (Per Cent); Point-to-Point 


Latest Previous 


Industrial Workers (1982=100) 

3,50= 

0.0 

10.8 { 

Urban Non-Man Emp (1984-85=100) (for 1995-96) 

264' 

0.4 

82 ; 

Agri Lab (1986-87= t(Xt) (Link factor 5.89) 

1 

262' 

-0.4 

ii.o ■: 



Money and Banking (Ks crore) 

(Based on March 31, after Mar 14, 

closure of government accounts) 1997 


Money Supply (M,) 

Currency with Public 134991 

Deposits with Banks .S4476Z 

Net Bank Credit to Govt 289166 

Bank Credit to Coinmt Sector 363819 

Net Foreign Exchange A.s.sets 91 .S31 

Reserve Money (Mar 28) 193231 

Net RBI Credit to Cauiiie (Mar 28) II8.S7I 

Ad hoc Treasury Bills (Mar 28) .31115 

Scheduled Comiiierciul Banks (Mar 28) 

Deposits 503596 

Advances 2765.30 

Non-Food Advance.s 268933 

Investments I9I09I 


Variation 


Fiscal Year so far 
l9%-97 1995-96 


Index Numbers of Industrial Weights Dec 
Production (1980-81=100) 1996 


Over Month l9%-97 1995-96 1995-% 1994-95 1993-94 


Fiscal Year So Far _ Fiscal Year Averages _ 

1996-97 1995-96 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 


7991(1.2) 79146(1.).!) .58359(11,0) 724.52(13.6) 79241 (17..5) 73307(19.-3) 

1331(1.0) 17271(14.7) 20446(20.3) 17039(16.9) 18698(22.8) 14170(20.9) 

6889(1.3) 61945(12.8) 36036(8.4) 55455(13.0) 59685(16,2) 57925(18.7) 

451(0.2) 33691(13.2) 32489(14.6) 33056(14.9) 16328(7.9) 28855(16.3) 

2657(0.7) 19594(5.7) 42562(14.5) 51502(17.6) 48059(19.6) 17161(7.5) 

4316(4.9) 14.374(18.6) 607(0.8) -628 (-0.8) 251.59(47.8) 27674(110.9) 

8918(4.8) -IIO.S(-0.6) 10103(6.0) 2.50.54 (14.8) 30611(22.1) 27892(25.2) 

1769(1.5) • -l97(-0.2) 19089(19.3) 198.55(20.1) 2130(2.2) 26()(0..3) 

505 1670 4115 5965 1750 6300 

14736(3.0) 61)518(15.2) 46961(12.1) 50220(13.0) .53629(16.1) .52144(18.6) 

8602(3.2) 20812(8.1) 424.5,5(20,1) 44158(20.9) 406.38(23.8) 11566 (7.3) 

9218(3.6) 2.3006(9.4) 44938(22.5) 46641(23.4) 37798(23.4) 8875 (5.8) 

-I950(-l.0) 277%(I7.0) 15529(10.4) 14042(9.4) 14171 (l()..5) 28641(26.9) 


73307(19.-3) 
14170(20.9) 
57925(18.7) 
28855(I6..3) 
17161 (7.5) 
27674(110.9) 
27892 (25.2) 
260 (0.3) 
6300 

.52144(18.6) 
11566 (7.3) 
8875 (5.8) 
28641(26.9) 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


Capital Market 


100.00 318.2 294.4(8.3) 271.8(11.4) 283.1(11.6) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 212 6(8.2) 

11.46 288.1 255.8(1.8) 251.4(82) 266.7(7.2) 248.8(7.5) 231.5(3.5) 223.7(06) 222..5(0.6) 221 2(4.5) 

77.11 315.4 292.2(10,1) 265.4(12.5) 277.1(12.9) 245.4(9.8) 223..5(6.l) 210.7(22)206,2(-0.8) 207.8(9.0) 

11.43 366.9 .348.1(3.7) 335.8(8.9) .340.3(8.2) 314.6(8 5) 290.(K7.4) 269.9(5.0) 2.57.(K8.5) 2.36.8(7.8) 


April 4, Month 
1997 Ago 


1997-98 So Far l9%-97 


End of Fiscal Year 


BSE Sensitive Index (1978-79=100) 3.5.50(4.12) 3769 3410(0.47) 

BSE-100 (1983-84=100) 154(K-I.99) 1638 l57l(-4.27) 

BSE-200 (1989-90=100) .345(-2.38) 365 353(-5.6l) 

NSE-50 (Nov 3. 1995=1000) 1001 1079 

Skindia GDR Index (Apr 15, 1994=100) 69.I3(-12.87) 76.06 79,34(069) 


3427 3560 
1489 1546 
333 346 

970 1011 
67.33 69.13 


Foreign Trade 


February 

1997 


Fiscal Year So Far 


1995-96 


2745 

4069 

.3361 (-0.2) 

3.367(3.3) 

326I(-I3.7) 

1217 

1843 

l464(-5.5) 

l.549(-3.5) 

1606(-12.2) 

273 

413 

328(-5.0) 

345 (-6.3) 

368(-l8.2) 

788 

11% 

na 

na 

na 

51.6 

90.0 

72.76(-7.3) 

78.53(0.7) 

77.99 

1994-95 

1993-94 

1992-93 

1991-92 


Exports: Rs crore 
US $, mn 
Imports; Rs crore 
US S mn 

Non-POL US S mn 
Balance of Trade: Rs crore 
US $ mn 


9517 105691 (11.91) 94443(29.17) 106.353(28.6) 
2652 20811 (5.31) 28309 (21.48) 31797 (20.8) 

12743 124335 (13.13)109907 (38.03) 122678 (36.4) 
3551 35070(6.45) 32944(29.82) .36678(28 0) 

2665 26312 (-0.97) 26570(31.29) 291.52(28.3) 

-.3226 -18644 -15464 -16325 

-899 -5259 -4635 -4881 


82674(18.5) 
26330(18.4) 
89971 (23.1) 
28654 (22.9) 
22727 (29.5) 
-7297 
-2324 


69751 (29.9) 
22238 (20.0) 
73101 (1.5.3) 
23306 (6.5) 
17552(11.2) 
-33.50 
-1068 


53688 (21.9) 
18537 (3.8) 
63375 (.32.4) 
21882(12.7) 
1.5782(12.31 
-9687 
-3345 


44041 (35.3) 
17865 (-1.5) 
47851 (10.8) 
I94ll(-I9.4) 
l4047(-22.2) 
-3810 
-1546 


April 4, Aprs, Mar 31. _ Variation Over _ _ 

Foreign Exchange Reserves 1997 1996 1997 Month Year Fiscal Year So Far 1996-97 1995-96 ( 994-95 ’1993-94 

(excluding gold) Ago Ago 199T58 


1993-94 


Rs crore 80044 S9134 80375 

USSmn 22315 17226 22369 2216 5089 -.54 100 5243 -3690 5640 8724 


Nous: (i) Superscript numeral denotes month to which figure relates, e g, superscript I stands for January, (ii) Figures in brackets are percentage 
variations over the period specified or over the comparable period of the previous year, na = not available. 
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(Thousund Numbers as mi March S/t 


Employment in Organised SecttH* - By Industry 


End of 
March 

Agriculluie, Mining 
Hunting, etc and 
Quarry¬ 
ing 

Manu¬ 

facturing 

Electri¬ 
city, 
Gas and 
Water 


Cons- Wholesale 
iniciion and Retail 
Trade, 
etc 

Tronspoft 
Storage and 
Commu¬ 
nication 

Finance 

Insurance 

Real 

Estate 

Community, ' Total 
Social and 

Personal 

Services 

1 Private Sector 













1981 

858 

1.30 

4545(2.90) 

.35 


72 


277 

60 

1% 


1222 

7395(2.32) 

1985 

807 

113 

442I(-I.I6) 

39 


20 


277 

54 

219 


1309 

7.309(-0.50) 

1986 

822 

III 

4448(0.61) 

40 


69 


277 

54 

221 


1.332 

7374(0.89) 

1987 

848 

91 

44l0(-0.8.5) 

40- 


58 


277 

52 

229 


1359 

7.364(-O.I4) 

1988 

844 

93 

4395(0..34) 

41 


50 


283 

51 

238 


1397 

7.392(0.38) 

1989 

868 

96 

4.38.3(-0.27) 

39 


69 


286 

51 

234 


1429 

745.3(0.83) 

1990 

876 

99 

4457(1.69) 

40 


68 


291 

52 

2.39 


1460 

7.582(1 8.3) 

1991 

891 

100 

4481(0.54) 

40 


73 


300 

53 

2.54 


1485 

7677(1.25) 

1992 

912 

107 

4.566(1.90) 

40 


78 


296 

54 

266 


1527 

7846(2.20) 

1993 

916 

96 

454.5(-0 46) 

.38 


7.3 


301 

55 

277 


15.50 

7851(0.06) 

1994 

883 

101 

4630(1 87) 

40 


51 


302 

.56 

282 


1585 

79.30(1.01) 

1995 

894 

103 

47060.64) 

40 


53 


308 

58 

293 


160.3 

8059(1.61) 

2 Public Sector 













1981 

463 

818 

1.502(3.87) 

68.3 


1089 


117 

2709 

748 


7.355 

1.5484(2 69) 

1985 

498 

974 

176l(2..56) 

760 


1146 


131 

2894 

983 


812.3 

17270(2 .37) 

1986 

526 

966 

1815(3.07) 

785 


1181 


131 

2929 

10.30 


8.321 

17684(2 40) 

1987 

557 

942 

I862(2..59) 

789 


1185 


1.34 

2970 

10.56 


8.529 

18024(1.92) 

1988 

554 

9.56 

1867(027) 

849 


1214 


139 

.3011 

1095 


8635 

i8.32(KI.64) 

1989 

555 

956 

1863(-0.2I) 

869 


1146 


150 

2974 

1123 


880 

18447(069) 

1990 

549 

966 

1870(0.38) 

897 


11.34 


1.50 

.3023 

054 


9019 

18762(1.71) 

1991 

556 

999 

18.52(-0.96) 

905 


1149 


150 

.3026 

094 


9227 

19058(1..58) 

1992 

573 

987 

1861(0 49) 

916 


1151 


157 

3064 

1214 


9287 

19210(0 80) 

1993 

562 

997 

1851 (-0.54) 

93 i 


1154 


148 

3055 

12.52 


9.377 

19326(0 61) 

1994 

545 

1015 

l784(-3 62) 

9.38 


1167 


161 

3084 

127.3 


9478 

1945.5(0 66) 

1995 

539 

1016 

I7.56(-1.57) 

935 


1164 


162 

.3106 

128.3 


9504 

19466(0 10) 

3 Organised Sector (Private-fPublic) 












1981 

1321 

948 

6047(3 14) 

718 


1161 


394 

2769 

944 


8577 

22879 

1985 

1305 

1087 

6I82(-0.1.3) 

799- 


1216 


408 

2948 

1202 


94.32 

24579(1 50) 

1986 

1348 

1077 

626.30 31) 

825 


12.50 


408 

298.3 

1251 


9653 

2.5058(1 95) 

1987 

1405 

1033 

6272(0 14) 

829 


124.3 


411 

3022 

1285 


9888 

2.5388( 1 .32) 

1988 

1398 

1049 

6262(-0 16) 

890 


1264 


422 

3062 

133.3 


10032 

25712(1 28) 

1989 

1421 

10.52 

6246(-0 26) 

908 


1215 


4.36 

.3025 

1.357 


10240 

25900(0 73) 

1990 

1425 

1065 

63270 30) 

9.37 


1202 


441 

.3075 

1.39.3 


10479 

26.344(1 71) 

1991 

1447 

1099 

63.3.3(009) 

945 


1222 


450 

3079 

1448 


10712 

267.3.5( 1 48) 

1992 

1485 

1094 

6427(1.48) 

9.56 


1229 


453 

308 

1480 


10814 

270.56(1.20) 

1993 

1478 

1093 

6.396(-0.48) 

969 


1227 


449 

.300 

1.529 


IO‘J27 

27178(0 4.5) 

1994 

1428 

1116 

6414(0 28) 

978 


1218 


463 

3140 

1555 


006.3 

27375(0 72) 

1995 

1433 

1119 

6462(0 75) 

975 


1217 


470 

.3164 

1.576 


1007 

27523(0 54) 

4 Employmeni in Organised Public and Private Sectors 













Public Sector 



Private Sector 




Total 



Male 

Female 

Total 

Male 


Female 


Total 

Male 


Female 

Total 

1990 

16522 

2250 

18772 

6188 


1.394 


7582 

22709 


.3644 

26.15.3 

1991 

16710(1.14) 

2347(4 31) 

190.570 52) 

6242(0 87) 

14.340 87) 

7676(124) 229.520 07) 

3781(3 76) 

267.3.3(1.44) 

1992 

16781(0.42) 

2429(349) 

19210(0 80) 

6367(2 00) 

1479(3 14) 

7846(2 21) 2.3148(0.8.5) 

3908(3 .36) 

270.56(1 21) 

1993 

16849(0.41) 

24770.98) 

19326(0.60) 

630l(-l 04) 

l.5.5(X4.80) 

7851(006) 2.3151(001) 

4026(3.02) 

27177(0 4.5) 

1994 

16880(0.18) 

256.5(3.55) 

19445(0.62) 

6.341(06.3) 

1.5890.52) 

79300 01) ?.3221(0..30) 

41.54(3.18) 

27375(0.73) 

1995 

I6866(-0.08) 

2600(1..36) 

19466(0.11) 

64.310 42) 

1628(14.5) 

8059(1 6.3) 23297(0.33) 

42280.78) 

27.525(0.55) 

5 Employment in the Public Sector by Branch 




1995 

1994 • 

199.3 

1992 

1991 

1990 1989 1988 

1987 

1986 1985 

Central Government 


3395 

3392 

3383 

3428 

3410 

3.397 .3.395 3381 

3.3.50 

.3.346 3329 

State Governments 


7.355 

7337 

7293 

7190 

7112 

6979 6829 6781 

6666 

647.3 6280 

Quasi Governments 


6.520 

6514 

6490 

6393 

6222 

6173 .5999 .5948 

5795 

.5674 54% 

Local bodies 



2197 

2202 

2160 

2198 

2.313 

2223 22.38 220 

2214 

2190 2164 

Total 



19466 

19445 

19326 19210 

19057 

18772 18444 18321 

18025 

17683 17269 

6 Employment Exchange Statistics ('000) 



Apr 1996-97 1995-96 

199.5-% 

1994-95 

1993-94 1992-9.3 1991-92 

1990-91 

1989-90 1988-89 1985-86 

Number on live registers (Period end) 37434 36973 

36825 

366.35 

.360.39 .36306 36552 

34890 


33249 30305 270.34 

Number of registrations 


2166 2080 

.588.3 


.5931 

.5667 5100 6079 

6404 


6823 

6010 .5730 

Number of placements effected 

79 68 

219 


212 

216 229 2.59 

25.3 


294 

312 37.3 

Placements as percentage of registrations 

3.64 3 29 

.3.72 


3..57 

3.81 4.49 4.26 

.3.95 


4.31 

.5.19 6.51 
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COMPANIES 

IFB [NDUSTRIES 

Entering New Areas 

diversified IFB Industries is engaged 
in the manufacture of domestic appliances 
and automotive parts. Further, the company 
is also ragaged in trading activities. For the 
year ended June 30.1996, the company saw 
a mere 1.9 per cent increase in its net profit 
despite a 34.1 per cent rise in net sales. While 
.1 shsirp incrca.se in operating expenses saw 
operating profit rise by a lower 24.3 per cent, 
even sharper increases of 35 per cent in 
depreciation and of 97.6 per cent in intcre.st 
charges led to an insignificant rise in the 
bottomline. While imports increased by 4.4 
per cent, exports improved by 6.7 per cent. 

The automotive division of the company 
saw demand for its products surging with the 
entry of global car makers into the Indian 
automotive market. The company received 
sevcial sizeable oidcrs from various Indian 
' and foreign car manufacturers. In order to 
betterorgani.se its operations, the company ’ s 
activities m this sector were brought under 
oncumbrella by the acquisition of the foreign 
stake in its joint venture company. RHW 
India The new wholly-owned subsidiary 
will be amalgamated with IFB Industries 
soon. The division also entered into a licence 
agreement with Kuster and Co. Germany, 
tor both manual and power operated window 
lifters and has already received firm contracts 
from various Indian automotive manufac¬ 
turers for the supply of these products. Sale 
of the heavy variety of fine blank components 
increased from 3,874 tonnes to 4,135 tonnes 
(up 6.7 per cent), realising Rs 7.3 crore 
against Rs 5.9 crore in the previous year. 
Sale of the automotive variety too improved 
from 1,519 tonnes to 1.655 tonnes (up 9 per 
cent), realising Rs 13.1 crore against Rs 9.0 
crorc in the previous year. 

The domestic appliances division launched 
three new products duiing the year, namely, 
microwave ovens, dish washers and clothe 
dryers. The expansion of the company’s 
washing machine manufactunng unit at Goa 
enabled it to introduce a new model christened 
'Executive' which has a capacity of 4 kgs 
and is available at a lower price than the 
existing models. Another 5.5 kgs model, 
aimed at the higher inconw bracket, was also 
launched and was reportedly well received 
in the market. This model was christened 
' Supremo'. Three new models of microwave 
ovens, namely, ’Electron’, ‘Proton’ and 
‘Neutron’, were also introduced in the 
domestic market. These were manufactured 
by the company in technical collaboration 
with SAMIK) of Taiwan. 

During the year the company issued 
additional equity shares which led to a fall, 
albeit marginal, in earnings per share from 
Rs 20.5 last year to Rs 19.7. However, the 
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company’s book value remained at a hefty 
Rs 156.4 per share, up from Rs I39persharc. 

With the not-so-encouraging increase in 
profitability, the company pnidently main¬ 
tained the dividend rate at the previous year’s 
level of 30 per cent. 

Meanwhile, for 1996-97, while the per¬ 
formance of the company' s automotive divi¬ 
sion seems to be on target, the consumer 
durable sector was affected by cyclical 
pressures which were compounded by tight 
monetary constraints, a veiy high interest 
rate, signs of a slow-down in the economy 
in general and growing competition in these 
areas. The company has denied any distress 
sale of its home appi i ances division to German 
giant Bosch, its formcrtechnical and financial 
collaborators. However, it has not ruled out 
a tic-up with the Gciman company or even 
a joint venture'with minority cojitrul. Con- 
firmiilg that its home appliances unit was not 
up fur sale, the company claimed that sale 
of IFB washing machines were the highest 
in December 1996 and were even better in 
January 1997. Besides this, it has recently 
incurred a capital expenditure of Rs 20 crore 
at its washing machines unit in Goa. 
Moreover, the company plans to concentrate 
on Its automotive activities by moving into 
newer areas in this .segment and aiming at 
a higher turnover and greater capacity 
utilisation. It has already entered into pro¬ 
duction of safety bells, window liftersystems, 
door locks, handbrakcs.gearshiflingsystems, 
accelerators and engine cooling systems. IFB 
Industries claims that it has been receiving 
encouraging response from Maruti, Daewoo, 
General Motors, Telco and Ford and that it 
has already cornered 60 percent of the market 
in these areas. 

The company’s shares quote at around 
Rs 34 on the bourses, discounting its 1995-% 
camings per share by a mere 1.7 times. 

KODAK INDIA 

Lower Profit 

Formerly known as India Photographic 
Company, Kodak India is a subsidiary of 
Eastman Kodak of the US which holds a 74 
per cent stake in the company. Kodak India 
is engaged in the manufacture of film, paper 
and plates, chemicals, photographic instru¬ 
ments, apparatus, appliances and cameras. 
In addition, it also provides processing and 
other services. The company has four 
branches in the country and it has five 
divisions (internationally as also in India) 
which include consumer imaging, motion 
picture, professional graphics, health and 
science, and business imaging. While its unit 
for manufacturing cameras is .situated in 
Bangalore, its Film packing and .slitting unit 
is located in Goa. Another unit for manu¬ 
facturing chemicals is ba.sed in Gwalior. 

1997 


EPW Research Foundation 

The year 1995-96 proved to be a bad year 
for the company as its net proFit felt 90.9 
per cent over 1994-95. The main culprits 
were very high interest charges (up 102.8 per 
cent) and depreciation provision (up 183.1 
per cent). The increase in interest cost was 
mainly due to the high cost of finance and 
increase in working capital requirements of 
the company due to the increased turnover. 
The sharp increase in depreciation charges 
can be traced to the company’s newly set 
up factory in Goa which commenced pro¬ 
duction during the year under review. 

Although the company’s net sales im¬ 
proved by 28.3 per cent during this period 
and value of production increased by 37.9 
per cent. Kodak India could not capitalise 
on this. The sharp rise in operating profit 
(up 630 per cent) notwithstanding, the 
company’s bottomline plunged drastically. 

Tlic company produced 28.15 mn linear 
feet of film during the year and 74,343 
cameras (up 2.5 per cent). Production of 
chemicals increas^ from 6.07 mn customer 
litres to 7.63 mn customer litres, representing 
an increase of 25.7 per cent. 

While the company’s foreign exchange 
camings were negligible in 1995-%, its forex 
expenditure increased by 30.3 per cent. 

The company’s camings per share fell 
drastically from Rs 105.6 to Rs 9.6. 
Consequently, the company was foacd to 
cut dividend from 40 per cent last year to 
35 per cent. 

What is surprising, however, is that 
despite the poor performance, the company 
deemed it fit to distribute bonus shares in 
the ratio of one share for every two shares 
held. Although the company’s book value 
per share, which stands at a hefty Rs 155, 
seems to ju.stify this strategy, the altruism 
seems to have come at a inappropriate 
moment. 

Kodak India plans to focus on its digital 
and applied imaging business in the country 
and. in line with this strategy, proposes to 
.set up digital imaging centres which would 
otlcr a host of support services. Further, it 
is setting up quality labs and conducting 
training courses for laboratories and news¬ 
papers as part of its strategy to develop a 
market for digital imaging. 

Kodak Indiaallotted 33,16,385 new equity 
shares of Rs 10 each at a premium of Rs 194 
per share to Kodak (UK) in June 1996.'This 
resulted in the British company’s slake 
increasing from 50.5 per cent to 74 per cent 
This allotment has added a substantial 
amount (Rs 64.3 crore) to the company’s 
kitty and it is reportedly emtsidenng various 
alternatives of diversincation and modemi- 
smion for utilisation of these funds. 

Its stock quotes at around Rs 425 on the 
bourses, discounting its 1995-96 earnings 
per share by 44.3 times. 
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Tbc Wcdt'i ConpanlH 

(Rshkh) 


IFB InduslrlM K od«k Ind Ma AiliinHo lch 


Growth and Financial Indicators/ 

Juiw 

June 

March 

March 

March 

March 

Year Ending 

1996 

1995 

1996 

199S 

1996 

199S 

lacome/appropriatlona 







1 NcImIm 

24499 

18274 

23776 

18530 

1.1502 

89.12 

2 Value of production 

24942 

18727 

21187 

19713 

1.1.502 

8932 

3 Other Income 

1210 

1073 

270 

114 

304 

75 

4 Total income 

5 Raw moteriali/stoies and 

26152 

19800 

274.57 

19827 

13806 

9007 

spares consumed 

1.5960 

11.526 

22705 

17005 

1125 

712 

6 Other monufacturing expenses 

482 

461 

90 

45 

1052 

784 

7 Remuneration to employees 

615 

534 

665 

444 

9‘)2 

820 

8 Other expenses 

3732 

2964 

25.59 

21.16 

.1690 

2882 

9 Operating profit 

.5.363 

4315 

1438 

197 

6947 

3809 

10 Interest 

1488 

75.1 

511 

2.52 

37 

71 

II Cross profit 

3875 

3562 

579 

.1639 

6789 

.1616 

12 Depreciation 

1116 

827 

184 

65 

.1i 

312 

13 Profit before MX 

27.59 

2735 

.195 

3.574 

6422 

3.104 

14 Tax provision 

100 

125 

160 

988 

1.1.50 

606 

15 Profit aftertax 

26.59 

2610 

235 

2586 

.5072 

2698 

16 Dividends 

385 

.181 

86 

98 

1385 

896 

17 Retained profit 

Llahllltlea/asscls 

2274 

2229 

149 

2488 

.1687 

1802 

18 Paid-up capital 

1.147 

1271 

245 

245 

1629 

1629 

19 Reserves and surplus 

19719 

16.192 

3546 

.1397 

8868 

5182 

20 Long-tenn loans 

108.57 

61.54 

879 

846 

190 

192 

21 Short-term loans 

4903 

.1010 

2247 

1102 

- 

- 

22 Of which bank borrowings 

4903 

.1010 

2005 

979 

- 

- 

23 Gross fixed assets 

25194 

17972 

3046 

2636 

11328 

8251 

24 Accumulated depreciation 

3848 

2732 

.191 

220 

2.162 

20.10 

25 Inventories 

5290 

4702 

8380 

4969 

494 

438 

26 Total ossets/liabilities 
Misccllaneaiui items 

.19410 

29047 

16876 

12582 

13447 

8976 

27 Excise duty 

1615 

1262 

689 

3.54 

- 

- 

28 Gross volue added 

6139 

5111 

1424 

8021 

7617 

4456 

29 Total foreign exchange income 

8102 

7592 

68 

23 

10.151 

7038 

30 Total foreign exchange outgo 

Key financial and performance ratios 

31 Turnover ratio 

1679 

1609 

1.1082 

100.18 

1800 

1.547 

(sales to total assets) (%) 

62.16 

62.91 

140.89 

147.27 

100.41 

99.51 

32 Sales to total net assets (%) 

33 Cross value added to 

66.53 

68.12 

.14.1.7.1 

3.11.48 

126.34 

I27..5.5 

gross fixed assets (%) 

24..17 

28.44 

46.75 

.104.29 

6742 

.54.01 

34 Return on investment 







(gross profit to total assets) (%) 

9.8.1 

12.26 

3.43 

28.92 

.50.49 

40.29 

35 Cross profit to sales 







(gross margin) (%) 

15.82 

19.49 

2.44 

19.64 

.50.28 

40.48 

.16 Operating profit to sales (%) 

21.89 

23.61 

6.05 

1.06 

51.45 

42.64 

37 Profit before tax to sates (%) 

11.26 

14.97 

1.66 

19.29 

47..56 

.16.99 

38 Tax provision to profit before tax (%) 

39 Profit after lax to net worth 

3.62 

4..57 

40.51 

27.64 

21.02 

18.34 

(return on equity) (%) 

12.62 

14.78 

6.20 

71.00 

48.32 

39.61 

40 Dividend (%) 

30.00 

30.00 

35.00 

40.00 

85.00 

55.00 

41 Earning per Shan; (Rs) 

19.74 

20..54 

9..59 

105.55 

.11.14 

I6..56 

42 Book value per share (Rs) 

43 P/E ratio (based on latest and 

156.39 

138.97 

1.54.7.1 

148.65 

64.44 

41.81 

corresponding lost year's price) 

44 Debt-equity ratio 

1.77 

6.04 

44.3 b 

4.36 

6.74 

17.51 

(adjusted for revaluation) (%) 

51.54 

.14.84 

2.1.19 

23.23 

1.81 

2.82 

to inventories (%) 

92.68 

64.02 

2.1.93 

19.70 

0.00 

0.00 

46 Sundry creditors to 







sundry debtors (9b) 

22.43 

30.31 

374.61 

204.31 

2i..56 

11.03 

47 Total remuneration to employees 







to gross value added (%) 

10.02 

10.45 

46.70 

5.54 

12.99 

18.40 

48 Total remuneralioii to employees 
* 10 value of production (9b) 

2.47 

2.85 

2.45 

2.25 

7..1.5 

9.18 

49 Gross fixed assets formation (9b) 

40.18 

.18.25 

1.5.55 

7.1.08 

37.29 

- 

50 Growth in inventories (9b) 

12.51 

26.4.1 

68.65 

26.99 

12.79 

- 


- means not available 


ASIAN HOms 

Expansion Plan 

Asian Hotels owns and operates one of the 
country's leading five star deluxe hotels and 
boasts of high occupancy and average room 
rate realisation. The company has a manage^ 
ment contract with Hyatt International Asia 
Pacific whereby Hyatt manages the hotel for 
a revenue-linked fee. This management 
contract helps the hotel improve itscxxupancy 
as it is linked to Hyatt’s global reservation 
system. 

Asian Hotels managed to raise its 
bottomline by 88 per cent during 1995-96 
on a S1.2 per cent higher net inctnne. While 
operating profit increa.sed by 82.4 per cent 
over 1994-95, the sharp increases in depre¬ 
ciation (up 17.6 per cent) and lax provision 
(up 122.8 per cent), were more than offset 
by a 47.9 per cent tall in interest charges. 
Further, while the company’s foreign ex¬ 
change outgo was higher by 16.4 per cent 
during the year under review, forex earnings 
increa.sed by 47.1 per cent. . 

The company's earnings per share surged f 
from Rs 16.6 in 1994-95 to Rs 31.1. En¬ 
couraged by Its pcrtormiincc. the company 
increased the dividend Irorn 55 percent last 
year to 85 per cent. 

With btxik valueTising from Rs 41.8 per 
share to Rs 64.4 per shaic, the company 
issued bonus shares in the ratio ot three 
shares tor every five shares held. 

Asian Hotels claims that its encouraging 
performance was the combined outcome of 
renovation/refurbishment ot the hotel 
property carried out earlier; focused and 
innovative marketing strategies targeted ai 
the upmarket business traveller: and 
consistent trainingofpcisonnel for rendering 
enhanced levels of personalised .service ai 
pur with the best hotels ot the world. 

The company has recently acquired a six 
acre plot of land at Calcutta in order to set 
up a live star deluxe hotel. However, the 
project is still at a conceptual stage The 
company also claims to be making every 
effort to speedily conclude land acquisi¬ 
tion at Jaipur. It is constantly evaluating 
opportunities for setting up additional 
hotels at tourist locales and metropolitan 
cities. 

The company plans to graduate from a 
single hotel status to a hotel chain. It plans 
to increttse capacity by 75 percent by adding 
400 rooms at an estimati^ cost of Rs 225 
crore. Another 3(X) rooms will be added in 
Calcutta and about l(X) rooms in Jaipur. 

Meanwhile, for the first .six months of 
1996-97 the company saw its income rising 
by 37 per cent to Rs 76.7 crore. Net profit 
for the same period touched Rs 35.3 crore, 
registering an increase of 60 per cent. 

The company’sshare price quotes at around 
Rs 210 on the Bombay Stock Exchange, ) 
discouming its 1995-96 earnings per sham 
by 6.8 times. 
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MONEY MARKET REVIEW 


EFW Rcstardi Fonndatioti 


Moving towards Stagflation 


The growing signs of depressed economic activity are distinctly 
visible in the overhang of liquidity in the hanking system and the 
persistent slump in the capital market. Nothing short of a major 
overhaul of monetary, fiscal and financial policies can be expected to 
correct the situation. 


I 

1996-97 Ending with Signs of 
Stagflation 

THE fiscal year 1996-97 has seemingly ended 
with a macro-economic environment which 
is close to facing stagflation. Emergence of 
the signs of recession in industry has coin¬ 
cided with an edging up of inflation which 
is. besides, suppressed due to postponement 
ot decisions on administered prices. Apart 
from the diustic deceleration that is seen in 
the growth of the manufacturing sector during 
November-December 19% as per the olTicial 
index of industrial production. unofTicial 
data available for the January-March 1997 
quarter suggest a more dismal picture. The 
euphoria of the past two years of 9 to 12 per 
cent growth in ovenill indu.strial output stands 
punctured and 1996-97 may end with no 
more than 7.5 per cent increase. 

The growing signs of depressed economic 
activity are distinctly manifested in the 
overhang of liquidity in the banking system 
and persistent depression in the capital 
market. Fiscal year 1996-97 (March 29 to 
March 28) has ended with an aggregate bank 
credit expansion by scheduled commercial 
banks of Rs 22,515 crorc or 8.9 per cent 
against the RBI’s working estimate of 20 per 
cent growth (or Rs 40,642 crore) or against 
the actual growth of Rs 42,455 crore (20.1 
per cent) in 1995-96. Aggregate deposit 
growth at Rs 69,776 crorc (or 16.1 per cent) 
in 1996-97 has remainedon course as per the 
working estimate of Rs 68,OOOcroiB: deposit 
growth of Rs 46,961 crore (12.1 per cent) 
in 1995-96 was too low and unprecedented. 

The incremental credit-deposit ratio of 
32.3 per cent for 1996-97 has been meagte. 
This has happened despite CRR reductions 
worth Rs 17,850 crore in 1996-97 on top 
of Rs 7,525 crorc released in 1995-96. It 
must be admitted that the existing banking 
and monetary statistics do not fully reveal 
thcr extent of total assistance rendered by 
banks to the commercial sector including 
their investments in commercid paperissued 
by corporates and bonds floated by them. 

Even so, indications of an overflow of 
liquidity are found everywhere. Against the 
required ratio of 25 per cent as increment^ 


SLR, banks have preferred to invest as much 
as 36 per cent of stipulated incremental DTL 
i n government and other appro ved securities. 
On an average basis, such investments work 
out to about 38.8 percent against the requited 
effective ratio of about 26.7 per cent, thus 
representing about Rs 59,(X)0crorc of excess 
investment. Gross subscriptions to the RBI's 
repo auctions generally at a pre-determined 
cut-off rate of 5 per cent have amounted to 
a whopping Rs 42,361 croreduring January- 
March 1997. The repetitive nature of such 
large subscriptions in RBI’s 4-day repos 
suggests that excess liquidity is not of a 
short-term nature. Persistence of such low 
levels of call money rates as 2 per cent to 
5 percent speaks for the liquidity abundance. 

Apart from the slow credit growth, (he 
abundance of liquidity has also arisen from 
(he supply side. In a period of about past 18 
months , CRR reductions worth about 
Rs 25,375 crorc have been effected. In 
addition, the official foreign exchange assets 
(excluding gold) have expanded by $ 5,243 
million or Rs 21,649crore in 19%-97 against 
a fall of S 3,690 million or by Rs 7,302 crorc 
in the previous year. Despite such massive 
injection of primary liquidity, M, expansion 
in 1996-97 has been of the order of only 
about Rs 95,000 crore or 15.8 per cent, that 
is, within the range of 15.5-16.0 per cent 
targeted earlier. Aggregate deposit growth 
has also been as expected. 

A Way Out 

The impasse in the form of possible 
stagflation can be broken only by correcting 
the rough edges in the existing monetary, 
fiscal and financial policies. It could take the 
following shape: shilt in credit policy from 
(he orthodox pursuit of price stability and 
monetary control to greater focus on credit; 
bringing down rotes of interest to realistic 
levels and ensuring relative stability in them 
by prescribing a structure of deposit rates 
and a range of minimum and maximum lend¬ 
ing rates; similar regulation of the money market 
rates; in.stitution of sector-specific refinance 
and rediscount facilities so as to promote 
bank lendings for priority areas; permitting 
a small size of deficit spending by the central 
government so as to ^ve an impetus to 


public sector investment and help exploit 
the slack in the system; and fix realistic 
coupon rates on government securities, thus 
minimising uncertainties for the government 

budget. 


II 

Policy Initiatives: Socially Less 
Relevant 


WMAs Nonns 

Against the pursuit of an orthodox 
monetarist policy, the RBI has been taking 
a number of policy iniliative.s some of which 
hardly stand the test of social relevance. 
First, the RBI’s faith that with the replacement 
of ad hoc treasury bills by ways and means 
advanccs(WMAs) forthecenm^ government 
and the entire eschewing of budget deficit 
by the endof each year, wil I achieve monetary 
stability and in turn price stability before the 
fiscal situation Is brought under control, is 
somewhat far fetched. .Such a policy device 
is sure to hurt the real economic activity as 
it has happened in 1996-97. While the cap 
of Rs I2,00() crorc for the fust half of I997-<W 
and Rs 8.000 crore for the second half may 
turn out to be ndt very different from the 
average intra-yeardeficit spending so far, the 
year-end vacation of WMAs may tend to 
disrupt fiscal as well as monetary scene and 
put pre-ssure on interest rates. Also, the attempt 
to link the rate of interest on WMAs to some 
notion of a market rate - 3 per cent below 
the average cut-off yield on 91-day TBs in 
the preceding quarter and one per cent below 
for overdrafts - is unlikely to achieve any 
aspect of fiscal discipline. 

RBI Repos 

For facilitating the parking of funds by 
banks, financial institutions and other 
investors, the RBI resumed in January this 
year the system of ready forward purchase 
offer (repo) facility for specified list of 
government securities each month; it has 
thus effected six repo auctions in January 
and eight each in February and March, all 
with a duration each of 3-4 days except one 
on March 21 for 2 days. It has announced 
a calendar of seven deals for April. The cut¬ 
off yield rate has been kept at 5 (ler cent for 
19 out of 22 repo auctions so far. The deals 
are arranged in suchaway that each successive 
repo starts on the day that the previous one 
ends, thus providing continuity, which speaks 
for the permanent nature of excess liquidity. 
In such a situation, it is a moot point if such 
unduly short-term repos in a repetitive manner 
with a pick-and-throw syndrome are the right 
approach to mop up liquidity, or as it was 
donein 1992-93, whetherl4-dayrepo would 
have been preferable. 



Appointment of Satellite Dealers 

As per the guidelines issued for the 
institution of satellite dealers in government 
securities, the RBI has released the list of 
14 satellite dealers initially, and after some 
criticism of discrimination, a list of 4 more. 
Though the scheme provided for subsidiaries 
of banks and FIs to take up satellite dealer¬ 
ship, not a single such subsidiary is found in 
the list. The institutions approved are those 
private rinance companies who are involved 
not only in the wholesale debt market segment 
but also inequity luid other securities dealings. 
Obviously, the attraction for private rinance 
companies lies inthe central bankingfacilities 
offered to them in the form of RBI’s current 
account and subsidiary general ledger(SGL) 
account, permission to borrow and lend in 
the money market including the call money 
market subject to conditions and probably' 
the extension of the facility of ready forward 
contracts in eligible securities. 

Thus, in the current policy approach, there 
is an obsessive desire on the part of the RBI 
to expand the market for government 
securities at the retail level. This excessive 
pre-occupation with dealing in government 
securities, originating in RBI's attempt to 
rely primarily on indirect instruments of 
monetary control, is replete with many 
misgivings and dangers. In the first place, 
it would be well neigh impossible to attract 
reuil investmem in government securities 
for reasons of yield differentials as between 
financial assets, the bulk nature of invest¬ 
ments required.andtheenotmousoperational 
costs for the retailing institutions involved. 
The requiremoits of various institutional 
investors can be taken care of by the vast 
networic of bank branches available in the 
country. Primary dealers in government paper 
may be encouraged to have tie-up 
arrangemems with banks for this purpose. 
With an expectation of Rs 30 crore as the 
minimum business to be undertaken in 
government securities, satellite dealers, 
would be of course anxious to retain their 
status by hard competition against banks and 
getting essentially the existing institutional 


investors against the backgroundof granting 
central banking and other facilities similar 
to those offered to banks. Such facilities, like 
money, become fungible and private finance 
companies acquiring the status of satellite 
dealers will surely use it for expanding their 
share market and other financial operations. 
Besides, the RBI which is as it is over¬ 
burdened with having to regulate and super¬ 
vise a va.st network of banks, FIs and NBrcs, 
is addingonemoresetofinstilutions involved 
in retail .selling activities to .so supervise and 
regulate. 

Neglect ofNeed for Promoting Commercial 
Bills 

Above all. this obsession with the retail 
market for government securities has 
inadvisedly coincided with the total neglect 


of promoting biH culture in commercial 
transactions. While there is undoubtedly the 
need for expandingthe market forgovemment 
securities amongst the vast network of 
institutional investors, the effmts to build 
retail outlets for them arc indeed misplaced,^, 
Instead, the RBI should beusing these efforts' 
and their associated costs for promoting a 
commercial bill culture. Forthispurpose,lhe 
RBI should be reinstituting an appropriate 
bills rediscounting scheme and agreeing to 
rediscount and refinance commercial bills; 
it would have a sector-specific angle for the 
promotion of bank credit expimsion in favour 
of preferred sectors. Secondly, the RBI has 
to push banks, FIs and non-banking 
companies to encourage bill acceptances 
ratherthan indulgein only treasury operations 
in government paper. Finally, for achieving 


Tabu. 2 Auenoss of Rcfos by RBI 

(.Amount m riipee.\ i rore) 


Date of 
Auction 

(1) 

Number 

of 

Days 

Repo 

(2) 

Bids Tendered 

Bids Accepted 

Cut-olf 

Repo 

Rale 

(Per Cent) 
(7) 

Weighted 
Average of 
Repo Rale' 
(Percent) 
(8) 

No 

(3) 

Face Value 
(Amount) 

(4) 

No 

(5) 

Face Value 
(Amount) 
(6) 

1997 

March 1 

3 

10 

1090.00 

7 

1050.00 

5.00 

4 97 

March .S 

4 

28 

.3045.00 

27 

.30.35.(K) 

5 00 

4 99 

March 8 

3 

13 

18.30.00 

II 

1810 00 

5 00 

4 99 

March 12 

4 

19 

2900 (M) 

19 

2900.00 

5 00 

4 97 

March 1.5 

4 

9 

18.30.00 

6 

1605 00 

5.W 

.5(X) 

March 20 

4 

4 

14.55 00 

4 

14.55 00 

5 00 

5.00 

March 22 

4 

4 

1515 00 

4 

151.5.00 

5 00 

500 

March 27 

3 

.5 

1325.00 

5 

1.325 00 

5 00 

5 00 

Total 


92 

14990 00 

8.3 

14695.00 

S.OOv 

4.99v 


9 weighted by cols 6 and 4 respectively. 


Table 3' Daily Quotations of Hiohs and Lows of Call Ratb in Pe* Cent Per Annum: 
’ Simple Statistical Charalterist ics 


All Four March 1997 All Four February 1997 

Weeks Week Ended Weeks Week Ended 

of the - of the - 



Month 

28* 

21 

14* 

7 

Month 

28* 

21 

14* 

Mean 

4.2 

2.8 

5 1 

36 

4.6 

5.4 

4.7 

5.6 

6.2 

Standard deviation 

1.5 

1.8 

07 

1.6 

1.5 

1 7 

1 5 

I..3 

2.4 

Coefficient of variation 









(percentages) 

.36.4 

6.3 0 

14.2 

3.3 9 

.32.3 

30.9 

.31.2 

23.6 

39.2 


* Data for reporting Fridays (RF) arc oiiiitied. 


Table I : Estimated Flow of Uouion y into the Financial System during March 1997 


(Rupees crore) 


lleiiis\ 


28 



21 



14 



7 


\Week Ended 

Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

91-day T bills (Auction) 

191 

iOO 

91 

126 

68 

58 

340 

94 

246 

500 

sex) 

0 

.364-day TBs (Auction) 

13 

117 

-104 

- 

- 

- 

14 

42 

-28 

- 

- 

- 

Coupon paymenu 

777 

- 

777 

227 

- 

227 

328 

- 

.328 

271 

- 

271 

Net foreign assets (variation) 

2046 

- 

2046 

1802 

- 

1802 

21.56 

- 

21.56 

1340 

- 

1.340 

Advance Tax Payments 

- 

1500 

-1.500 

- 

5000 

-.5000 

- 

- 

- 

~ 


■ - 

Total 

3027 

1717 

1310 

21.55 

5068 

-2913 

2838 

1.36 

2702 

2111 

500 

1611 

Memo items 

Open market operations (RBI) 


1291 

-1291 

. 

90 

-90 


48 

-48 


44t 

-441 , 

Repos by RBI 

2970 

2840 

i.30 

4505 

3060 

1445 

4845 

4710 

1.35 

5244 

40H5 

11.59 / 


Noier, A negative sign implies net outflow. -means nil. 
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OkAM A: Daily Tot-End QuarrATioNS of Ou. Monby Rato. 
March 1997 



Gmfh B; Sfot QtMTAtKiVY mni tnk US Douar in tor Dhmrstic 
Intrr-Bank Market 



the same objective, it is ncccssaiy to block 
the overnight inter-bank market from being 
used by FIs for lending so that they would 
seek alternative marketable commercial 
instruments for investment. 

Ill 

Call Money and Forex Markets 

The call money market continued to be 
guided by the RBI repo rates. Despite the 
rinancial year coming to an end and despite 
it being a peak of the busy season, there was 
no fresh demand for credit, and banks too 
' were not keen to activate their lending 
portfolio. As a result, liquidity was slushing 
around in the system (Table I) and banks 
were seen participating wholeheartedly in 
the RBI’s repo auction to earn a steady 5 
per cent return. The unduly short-term repo 
system, however, contributed to some 
volatility in call rates even if they remained 
easy and hovered around 4-6 per cent on an 
average throughout the month. 

For instance, the month began with the 
rates Jumping from 1.5 per cent to 6-6.25 


per cent as banks participated in the RBI’s 
repo auction on a sizeable scale on March I 
(Table 2). The rates came down when the 
repo funds relumed to the system after four 
days. The same trend continued forthc entire 
month (Tables 3 and 4) and neither inflows 
such as, those from redemptions of 91-day 
TBs nor interest payments nor outflows such 
as, the seasonal mid-March withdrawal of 
liquidity from the system to the extent of 
about Rs 6,500 crore on account of advance 
tax payment, could alter the impact arising 
from the ebb and flow of RBI repos 
(Graph A). 

An aggressive stand on the exchange rate 
front adopted by the RBI added a large sum 
of dollars to the RBI coffers and rupees to 
the domestic market. 'The RBI’s foreign 
currency reserve bulged by $ 2,672 million 
(or Rs 9,344 crore), during the month of 
March. The huge inflows of dollar were 
reportedly wiines.sed from all channels, 
foreigndircct invcstmcnts.extemal commer¬ 
cial borrowings, NRI deposits, GDRs, 
portfolio investments by Fils and some aid 
flows. 

Table 4: Call Money Rates 


To ab.sorb the huge liquidity created by 
dollar purcha-ses, the RBI had to adopt an 
aggressive .stance in the domestic market, 
buying both spot and forward, so as to prevent 
the rupee from appreciating and disturbing 
India'scompetitiveness.ThcRBI operations 
gave a distinct impression that a nominal 
exchange rate of Rs 35.85-90 was being 
targeted for the present (Graph B). The six- 
month forward premia al.so flrmcd up by 25 
to 30 basis points to bring it up to 7.15 per 
cent (Graph C). 

IV 

Primary Markets 

91-Day Treasury Bills 

In a noteworthy development, the RBI 
reduced the notifl^ amount for 91 -day TBs 
to Rs 100 crore from Rs 500 crore in the 
last two auctions of March. The reason for 
this reduction was insuffleient response to 
the Rs 500 crore auctions. The RBI was able 
to reduce it because of the year-end advance 
tax inflows to the government and the RBI 
could lend the balsince amount through ad 

(Ter ceiu per tuuiuml 


Items 


_MatsliJ992_ 






28(RF) 

21 

I4(RF) 

7 

28(RF) 

21 

I4(RF) 

7 

Weekly range 

0.10-5.25 

4.25-7.00 

0.2.5-5.75 

2..50.6.75 

0.10-6.75 

.3..50-8..50 

0.10-10.90 

.3.00-6..50 


(O..SO-I7.00) (I4.50-.52.00) 

(0.25-36.00) (31.00-48.00) 

(0.25-58.00) (20.00-40.00) (11.00-22.00)(I.3.X5-I.5.S0) 

Weekend (Friday) 

0.l0-4.00« 

4.50-5.25 

0.2.5-0..50 

5.75-6..50® 

0.10-0.25 

5.00-6..50 

0.10-0.25 

.3.00-4.25 

Weekly weighted average * 

.3.27 

4.9.3 

.3.94 

5.0.3 

4.67 

5.90 

4..36 

5..54 

DFHI lending rates (range) 

na 

na 

0.X5-6.25 

2.00-8.00 

0.40-6.75 

4.00-9.00 

0.20-I0..50 

2.7.5.6..50 


9 Friday being lioliday,TharRday data. 

* Weighted average of borrowing rates reported to the RBI by selected banks and DFHI, weights being proportional to amounts borrowed. 
Figures in the parontheses represent weekly range during similar period last year. 
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Figures in pareniheses in cols 3 lo 6 represent numbers and unounts of non>competitive bids which are not included in the total. 
Figures in the square brackets under cols 8 and 9 icpresent weighted average (nice and tespeclive yield. 

* Bracketed figures in Col 7 relate to devolvemeni on pilinary dealers, exclusive of RBI. 

0 Outstanding amounts are estimated for lost few weeks of March 1997. 
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initniment failed as in the very next two 
auctions the RBI brought back the 7.96 per 
cent yield level and yet could accept only 
Rs l.48croreandRs22.8$croie, respectively, 
from die comp^tive bidders. As the RBI is 
Hiindeavouring to nurture the discount rate on 
this instrument as a benchmaric, the gap in 
pocepiions between the authorities and the 
market is bound to surface for sometime to 
come. Despite such an overflowing of 
liquidity, the RBI has not been able to effect 
a reduction in yield rate. Even if it is linked 
to the short-term inflation rate with a small 
positive real yield, there is scope forreducing 
the rate to around 7.S0 per cent. 

364-Day TBs 

in two auctions of this instrument, the RBI 
collected Rs 159 crore at a yield of 10.0958 
per cent; the yield has been constant at this 
level since January. With the dwindling 
inflow under this head, the authorities may 
be hard put to mobilise even one-half of the 
Rs 8,241 crore outstanding as of March 26, 
M997 under this instrument. 

Bonds and Other Debt Instruments 

The bonds market continued to see a spate 
of private placement i.ssues from PSUs and 
financial institutions. As much as Rs 9,964 
crore worth of issues were privately placed 
in 1996-97, according to a private study. As 
against this, public issues could mobilise 
only Rs 2,940crore. The .study also indicated 
that as many as 47 institutional and corporate 
organisations made 73 issues to mobilise 
Rs 9,964crore and 96 per cent of these funds 
were mobilised by public sectororganisations 
through 56 issues. 

Meanwhile, there were several policy 
I initiatives to boost the bond market. Fils, for 
instance, showed keen interest in the Indian 
bond paper. After they were allowed to invest 
in Inuian debt paper, SEBI has cleared India- 
dedicated debt funds worth $ 1.3 billion. A 
new feature added to the bond issues after 
the budget has been the benefit under Section 
88 and Sections 54EA and S4EB of the 
Income Tax Act which exempt investment 
in infrastructure industries from tax. SEBI 
also allowed financial institutions and 
corporates to offer infrastruchire bonds on 
tap. HUDCO's Rs 250 crore issue was the 
first one to hit the market in mid-March 
under this category. Others permitted arc 
IDBI, ICICI and Ahmedabad Electricity. The 
RBI too declared that banks* investments in 
bonds of SIDBI, NABARD and HUDCO 
will qualify forpriority sector lending. NSDL 
decided to do away with transaction 
charges on all debt instruments until March 
m 1998inordertoencouragesecondaTy market 
* trading. 

Towards the end of March, even ICICI 
launched its issue (Rs 750 crore with 


greenshoeoptionof an equal amounOon the 
linesofthelDBI issue giving multipleoption 
to the investore. Others in the market were 
IDBI, IRPC, MTNL, Power Finance Coipo- 
ration. Power Grid Corporation, IREDA, 
HPSFC, MPEB, BPCL. KRCL. NPC, and 
PSIDC. 

CPs. CDs and ICDs 

The impact of easy liquidity coupled with 
the year-end closing was felt on other money 
market instruments. Banks, especially the 
new private sector banks, wanting to meet 
their year-end targets went through the 
certificates of deposit (CD) route. 'Their 
counterparts in the public sector and investors, 
such as, insurance companies found the 
opportunity useful and invested their surplus 
fund at around 12 per cent for 90 days. 
Although the total volume mobilised in March 
is not known, it is likely to be much higher 
than Rs 1,805 crore obtained by banks in 
February, Interestingly there has h^n a slight 
firming up of the rate of interest on CDs from 
a range of 8.5-15.0 per cent to 8.8-17.2 per 
cent in February. 

Volumes in the commercial paper (CP) 
market began to pick as the banks tried to 
dress up their year-end balance sheet. CPs 


Table 6; Auctions of 364-Day Treasury Bai u; 

(Amount in rupees crore) 


Date of 

Auction 

Bids Tendered 

Bids Accepted 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Rate 

(Percent) 

Amount 
Outstanding 
on the Date 
of Issue 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

1996 

March 13 

6 

20.00 

4 

1400 

88.40 

13.12 

1866 00 

March 27 

.S 

21.00 

3 

13.00 

88 40 

13.12 

187.5.00 

1997 

March 12 

10 

100.00 

4 

42 00 

90.83 

(90.83) 

10.10 

(10.10) 

8137.00 

March 26 

13 

157,00 

6 

117.00 

90.83 

(90.83) 

1010 

(10.10) 

8241.00 


Figures in the brackets represent weighted average price and the respective yield. 


Table 7: Repo Transactions in Government Paper 
(Other than with the RBI) - Marchl997 


Repo Period 
in Number 
of Days 

Amount Involved 
(Rupees Crore) 

Range of 
Interest 
(Per Cent 

Per Annum) 

Weighted 

Average 

Interest Rate 
(Per cent Per Annum) 

A Dated Securities 

3 

451.00 

2.2.5-5 25 

3.91 

4 

.541.00 

3.00-4..50 

3.53 

5 

20.00 

5.35 

5.35 

6 

55.00 

.5.(X»-5..50 

5.27 

7 

88.00 

5..5()L7.25 

5.97 

12 

60.00 

6.50-8.25 

7.67 

14 

61..50 

5.85-7.40 

6.97 

IS 

.30.00 

7.00 

7.00 

All Issues 

1.306.50 

4.00-7.00 

4..36 

B 364-Day TBs 

(Ail Issues) 

786.00 

3.00-9.90 

5.90 

C 91-Day TBs 

(All Issues) 

24.00 

7.25 

7.25 


issued in the two fortnights of March 
amounted to Rs 105 crore and Rs 143 crore 
as against Rs 69 crore and Rs 76 crore, 
respectively, in the corresponding fortnight 
of March 1996. There has of course been 
considerable easing of interest rates from a 
range of 19-20 per cent to 11.3-12.5 percent 
during the past one year. Some corporates, 
awaited a fresh cut in banks' lending rates 
and several CPs arecomingup for redemption 
in latter part of the month. SAIL was trying 
to place its CP at 11.5 per cent and Parke 
Davis placed a small issue of Rs 4 crore at 
11.6 per cent. 

An interesting development during 
March was the re-emergence of inter-bank 
participation certificates (IBPCs). It was 
repent^ that banks wonting to meet their 
priority sector lending targets found the 
IBPCs route more attractive than depositing 
the shortfall with SIDBI or NABARD. 
Deposits with these institutions attract 8 per 
cent interest and are locked up for 3-4 years. 
As against this IBPCs yield^ 8-9 per cent 
and could be redeemed after 90 days. 

Inter-corporate deposit market showed no 
significant change in cither volumes or rates 
over the previous month. For AAA rated 
companies the 90-day rates remained at about 



Aptendix Taeu: SECOMtMxv Market OnkATtara m GovEUNMniT Papeii, RBI’s SCL Data 

(AmuuM in rupees, cntre) 


Week Ending March 1997: Yield to Maturity on Actual Trading Toial'for tho Month 

28 Zl ~~ U . V of Match 1997 

Descriptions Atm YTM CY Atm YTM CY Aim YTM CY Atm YTM CY Atm YTM CY 

1 Treasury Bills 

A9l>DnyBilis 326.49 6.83 304.11 6.00 

B 364-Day Bills* 251.25 9.01 299.00 9.60 

2 GDI Dated Securiites 


A Converwd (Per Cent: Year) 


i) 13..50. 1998 

129.00 

10.22 

13.08 

80.01 

10.38 

ii) 12.00, 1999 

155.00 

11.87 

11.97 

180.00 

11.97 

iii) 1.3.2.5.2000 

. 

. 

. 

.3.07 

12.75 

IV) 11.7.5,2001 

20.55 

1.3 17 

12.32 

20.03 

13.29 

V) 12.50.2004 

34.10 

I.3..S0 

1.3.08 

. 

- 

Sub-total * 338.65 

B Regular (Per Cent: Year) 

11.49 

12.5.3 283 11 

11.62 

i) 12.00.1997 

- 

- 

- 

- 

- 

Ii) 13.2.5. 1997 

15.00 

8.27 

1.3.06 

29.50 

8.82 

iii) 13.50. 1997 

132.90 

9.88 

I.3..30 

88..30 

10.14 

iv) 7.00. 1998 

- 

- 

- 

- 

- 

V) 13.00. 1998 

. 

. 

- 

4.00 

11.08 

vi) 13.50. 1998 

20.00 

11.61 

13.27 

. 

■ 

vii) 13.62. 1998 

40.00 

11.3.3 

13.26 

107.00 

11.46 

viii) 13.65. 1998 

13.00 

II..55 

I.3..30 

.30.00 

11.66 

is) 5..50. 1999 

. 

. 

. 

0.17 

5..50 

X) 13.12. 1999 

47.25 

I2..57 

12.98 

8.00 

12.68 

Xi) 13.40. 1999 

95.01 

I2..38 

13.10 

1.56.09 

12.47 

xii) 13.65. 1999 

44.00 

12.14 

1.3 3.3 

.35.tK) 

12.22 

xiii) 13.70, 1999 

52.00 

12.0.3 

1.3.31 

55 tX) 

12 13 

xiv) .5.(X). 20(X) 

- 

- 

- 

0.21 

5..50 

XV) 10.75. 2(XX) 

. 

- 

. 

• 

- 

xvi) 11.64.2000 

66.26 

12.99 

12 08 

52.34 

1.3.12 

xvii) 13.85. 2(XX) 

.35.01 

12.84 

1.3.46 

.37 70 

12.94 

xviii) 5.7.5.2001 

- 

. 

. 

0.29 

5.75 

xix) 10.7.5,2001 

5.00 

1.3.20 

11.68 

. 

. 

XX) 13.31, 2(K)I 

5.00 

12.97 

13.17 

. 

. 

XXI) I3..5.5,2(K)I 

27,0.3 

12.95 

13.28 

35..56 

12.98 

xxii) 13.7.5,2001 

.3.5.(X) 

12.86 

1.3.38 

- 

. 

xxiii) 13.8.5,2001 

.30.00 

1.3.12 

I.3..55 

10.00 

13.02 

XXIV) 5.75.2002 

. 

. 

. 

0.21 

5.75 

XXV) 11.00.2002 

- 

- 

- 

- 

- 

XX vi) 12.7.5,2002 

0.13 

13.26 

I3.(X) 

- 

- 

xxvii) 13.82.2002 

30.50 

1.3.31 

I.3..56 

50.95 

I.3..35 

xxviii) 5.75,2003 

. 

. 

- 

0.48 

5.78 

xxix) 6.50.2003 

- 

- 

- 

0.1.3 

6..50 

XXX) 6..50.2004 

- 

- 

- 

0.05 

13.25 

xxxi) 8.2.5.2005 

- 

- 

- 

- 

- 

xxxii) 14.00.2005 

27.42 

1.3.29 

13.54 

1.80 

13.3.3 

xxxiii) 13.8.5,2006 

10.10 

1.3.48 

I.3..59 

O.il 

13.51 

xxxiv) 13.85, 2006 (Inst) 40.00 

I.3..39 

I3..53 

- 

- 

XXXV) 14.00.2006 

150.82 

I.3..52 

13.66 

- 

. 

xxxvi) II..50. 2007 


- 

- 

0.04 

1.3 41 

xxxvii) 13.65,2007 

7.22 

I3..50 

I3..55 

39.68 

1.3.56 

xxxviii) II..50.2009 

- 

- 

- 

3 17 

13 45 

xxxix) II..50, 2010 

- 

- 

- 

1.88 

13 50 

xxxx) 8.00,2011 

1.50 

1.3..58 

12.25 

- 

- 

xxxxi) 10.25.2012 

- 

. 

. 

0.02 

10.25 

Sub-total* 9.30.14 

C Zero coupon (Per Ont: Year) 

I2..30 

1.3.27 

747.98 

12.05 

(i) 0.00. 1999 

I.3.(K) 

12.50 

8..57 

160.80 

12.59 

(ii) 0.00. 2(XX) 

6.00 

1.3.06 

9 84 

lO.(X) 

1.3.09 

(iii) 0.00, 200(XilI) 

101.02 

1.3.13 

10.68 

1.5.3 (X) 

13.14 

Sub-total 

120.02 

13.06 

10.41 

323.80 

12.87 

(A-pB-i-C) 

1.388.81 

12.16 

12.8413.54.88 

12 15 

D RBI’s Open Market 

Opcraiionft (Per Cent) 

1291.25 

I.3..30 

1.3.44 

90.00 

12 56 

(A+B+C+D) 

2680.06 

12.71 

1.3.131444.88 

12.19 

3 REPO 

(i) 91-Day T Bill 

- 

- 

. 

24.00 

- 

(li) 364-Day T Bill 

64.00 

. 

- 

.350.00 


(iii) Oovt. Securities 
Sub-total 

719.00 

783.00 

• 

- 

163.00 

537.00 

- 

4 Slate Govt. Securities 
Grand total 

5..39 

4046.18 

13.31 

13.47 4.26 

2589.25 

13.25 



29.3.40 

6.54 


327.29 

6.27 


1251.29 

6.41 



102.00 

9.28 


444.06 

9.66 


1096.31 

9.46 


13.09 

73.00 

10.43 

1.3.10 

212.00 

I0..39 

1.3.08 

494.01 

10.35 

1.3.09 

11.99 

80.00 

11.99 

12.01 

1.50.00 

11.96 

12.00 

565.<X) 

11.95 

11.99 

1.3.09 

. 

. 

. 

. 

. 

- 

3.07 

12.75 

1.3.09 

12..37 

0.1.3 

1.3.22 

12..35 

25.04 

I3..3.3 

12.40 

65.75 

1.3.27 

I2..37 

. 

15.19 

13.27 

12.95 

15.0.3 

13.23 

12.92 

64.32 

13.38 

1.3.01 

I2..34 

168.32 

11.4.3 

12.56 

402.07 
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18 per cent. As the year end came closer, 
there was a spurt in demand for iCDs but 
for the same reason there were hardly any 
lenders in the market. 

Seciiritisalion of Loans 

Securitisation of loans made its re¬ 
appearance after a gap of almost four years. 
ICICI reportedly offered to buy the auto 
finance companies’ loan portfolios and 
proposed to securitise and sell it in the form 
of debt instruments. With auto finance 
companies finding it difficult to raise funds 
and financial institutions in search of good 
quality a.ssets. securitisation .seems to be 
emerging as a feature in our financial system. 
Citibank also was reported to have securiti.sed 
its auto finance portfoliu with 20th Century 
Finance. 

V 

^ Secondary Markets 

Gilt-Edged Paper 

The liquidity overhang led to a significant 
rise in the secondary market volumes in the 
gilt-edged paper. Due to .selling prc.ssurc on 
short and medium securities and buying 
pressure on long-term securities, papers of 
all maturities appeared on the trading list. 
There weresi^eablc rcpotransactioas outside 
the RBI (Table 7). The last few days of 
March also witnessed hectic activity as players 
rushed in for 'voucher trading’ for perhaps 
the last time in the history of securities trading. 
It has been the market practice to trade in 


government paper around the close of 
ilnancial year and interest payment dates to 
gain tax advantage as the RBI had to deduct 
tax at source on government paper. The 
1997-98 budget has abolished TDS on 
government securities which would see the 
end of ‘voucher trading’ in this market 
(assuming that the Finance Bill would be 
passed by parliamcm). 

Apart from mopping up short-term liquidity 
through 3/4 days repo auctions, the RBI 
adopted an aggressive .stance on the open 
market operations front to .sterilise dollar 
inllows. It absorbed as much as Rs 1,870 
crorc through OMOs during March against 
Rs 1,065 crorc in February and Rs 1,199 
crore in January. Bulk of theOMOs (Rs 1,291 
crorc) was done in the lust weekended March 
28. As the liquidity overhang became more 
intense, the RBI placed as many as 12 
securities on its sale window on March 25 
and 27 against 6-7 securities in the previous 
weeks. Some scrips saw significant interest 
sliown by the market. Banks in particular 
showed keen interest in long-term papers 
reilecting expectations of a fall in interest 
rates. For example, banks rushed to buy 14 
per cent 2001 from the RBI’s sale window 
which forced the authorities to ration the 
supply. Apart from purchases worth Rs 786 
crorc in this scrip, there were purchases 
worth Rs 818 crorc in 13.85 per cent 2001. 
The total absorption of liquidity through 
OMO.S since the RBI activated this window 
in October las) has amounted to Rs 7,663 
crore. 


Table 8. Ow=rations of Naiional S rex's ExniANOL (N.SE) durino March I W7 - Actuai. 

Tradeo Amuiint 


(Ru/iees crore) 


De.scnptors 

Week Ending M.m'h 

Total during 


28 

21 

14 

7 
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121.49 

228.55 

192.28 

174.34 

71666 

8.77..50 

2.580..30 
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7.S.4I) 

39.55 

111.28 

62.93 

289 16 

420.30 

572.50 
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iii) Repo 

- 
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- 

- 

- 

- 
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4558.75 

A GOI Securiiies 

855.68 

761.42 

449.45 
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■ No trading. ID Non-SLR Institutional Bonds. IB SLR Insliiulional Bonds. GCB 
Government Compensation Bonds BB Bonk Bonds PD Promissory Note. ZU Units of UTI 
CN Company Notes. 


Treasury Bills 

The TBs section, there was considerable 
interest in 91- day TBs in the secondary 
market. The paper maturing on March 15 
was a favourite. Yields in the secondary 
market were also higher than the primary 
market. The corporate sector was .seen to be 
selling the 91 -day paper maturing in March- 
April at 6,00-7.50 per cent to meet their 
advance tax liabilities. Some banks were 
also .seen to be purchasing 91-day bills 
maturing in May. The total volumes in this 
paper aggregati^ Rs 1,251 crorc during the 
month. 

Interest in 364-day TBs was also high. 
Paper maturing in July and Augu.st though 
saw some tnicre.st largely because ot the 
easy availability of this in.strumcnt. The 
weekly trading in this paper lluctuaicd 
between Rs 102 crorc and Rs 444 crore, 
aggregating u total amount of Rs 1,096 crore 
in March. 

Yield Curve 

As the market saw selling pressure on 
short-term and medium-term .securities and 
buying pres.surc on long-term securities, the 
yield curve (Graph D) exhibited a gentle 
upward slope even though there have been 
allround expectations of further fall in interest 
rates after the credit policy announcement 
on April 15. 

Bonds and Other Debt Instruments 

Though trading in the bonds market on the 
National .Stuck Exchange saw a spurt in mid- 
March, the volumes traded did not match 
those of the previous two months (Tabic 8). 
This was aLso true of CDs and CPs, but 
trading in company debentures was much 
higher; Rs 200 croie in March against Rs 
62-63 crorc each in Pebruary-January. The 
high volume of trading in tax-free bonds was 
dominated by selling pressure due to the 
reduction of the tax advantage enjoyed by 
these bonds in the wake of substantial 
reduction in general tax rales in the Budget. 
As a result, the secondary market yield 
especially of the longer end of tax-free bonds 
recorded a gradual rise during the month; 
fi-^m 13.18 per cent in the first week to 13.36 
per cent in the third week and 13.64 per cent 
in the last week of March. Tliough the taxable 
bonds also came under selling pre.ssure to 
reap (he inflation-indexed rebate on capital 
gains tax which was available on transfer 
before March 31, 1997 since the Budget 
1997-98 excluded bunds and debentures 
from availing such benefils from April I, 
1997, most of the tradings were off-market 
transactions in the form of swap deals 
among money market traders; hence the 
yields on taxable bonds experienced a 
declining trend. 
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COMMENTARY 


Pay Commission and All That 

Nirmal Mnkarji 


Many of the Fifth Central Pay Commission’s ideas on ’civil service 
reform’ are promising and should not be allowed to perish simply 
because the commission's reasoning is not always sound or because 
the lobby for pay upgradation is more vocal. 


BY the time this appears in print the 
government of India may already have 
decided what to do with the recommendations 
of theRfth Central Pay Commission (FCPC). 
On the other hand it may not. In either event 
it seems right and proper that the 
commission’s report should be exposed to 
public debate rather than be left entirely to 
in-house ‘processing*. 

I 

Pay commissions are appointed by the 
centre every decade or so to revise the pay 
and allowances of its employees. Every 
commission has revised these upwards. The 
FCPC has done so with gusto, especially for 
those already well paid. It has used arguments 
that go beyond the humdrum of the cost of 
living. Keeping up with the Joneses in the 
multinationals and the private sector general¬ 
ly seems to have been a major consideration 
in its thinking. Sections of the bureaucracy 
have raised questions of inter-service 
relativities. Why should we not get as much 
as those others? That sort of thing. But, all 
in all, central government employees seem 
more thanitappy with the FCPC recom¬ 
mendations. Indicative of this are the reports 
that they have been pressing the government 
for quick decisions on pay upgradation and 
raising the age of retirement. 

The government on its part has appeared 
only too ready tooblige. The FCPC estimated 
that its recommendations would cost 
Rs 11,262.30 crore in the financial year 
1997-98. Chidambaram’s budget and the 
railway budget between them provide for a 
little more than this: Rs 11.323 crore. In his 
note of dissent Suresh Tendulk.'ir warned 
that the financial implications were likely to 
be "more massive” than suggested in the 
HCPC’s report. Perhaps that was in prime 
minister Deve Gowda's mind when, in the 
interregnum between the report and the two 
budgets, he mentioned Rs 12,000 crore as 
the annual liability on this count. What the 
actual cost turns out to be remains to be seen. 
But there seems little doubt that whatever 
the cost the centre will be willing to shoulder 
the burden of paying mote to its employees, 
both civil and military. 

The FCPC dealt with what it called the 


“ripple effect” ofits recommendations on 
the state governments. It claimed to “have 
kept this constantly in mind". Most states 
have already adopted central pay scales and 
will therefore feel bound to accept the latest 
recommendations also. They have more 
employees than all the civilian employees 
of the centre. How much it is going to cost 
them to follow the centrej's lead was not gone 
into by the FCPC. It could well be ol the 
same order as at the centre, the doubling 
factor thus raising the overall financial 
implications to around Rs 24,000 crore for 
the first year. Add to this the ripple effect 
on local governments, universities and the 
like, and the country may end up paying 
roughly Rs 30,000 crore extra for its 
bureaucracy at all levels, escalating every 
year by 10 per cent owing to inflation. The 
centre may be witling and able to pay for 
its own, but what about the rest? 

The smaller municipalities have for long 
been spending, most of their revenues on 
salarie.s, leaving littleoverforcivic amenities. 
Much the same has begun happening to the 
states. Punjab strangely is the worst placed, 
using up 53.5 percent of its revenue receipts 
on pay and allowances. Other major states 
badly alfecled are: Bihar, 50.97 per cent, 
Madhya Pradesh, 42 percent; Haryana, 41.30 
per cent; Karnataka, 36.98 per cent; Orissa 
and Rajasthan, 36.64 per cent each; Tamil 
Nadu, 34.4 per cent; and so on. These states 
arc already spending too much on their 
establishments. The ripple effect will further 
cat into their revenues and compel them to 
spend even more on salaries and 
correspondingly less on substantive 
governance. It will also more than neutralise 
the larger devolution of funds to them by 
the acceptance, at long last, of the 
recommendations of the Tenth Finance 
Commission. The centre will in effect be 
taking away with one hand what it belatedly 
concedes with the other. What price co¬ 
operative federalism? 

In a press interview Tendulkar said that 
there were only 8 percent people employed 
in the organised sector. Of these the 
government employed roughly 4 per cent. 
He asked; should this 4 per cent override the 
interest of 96 per cent of the population? 


Good question, one that answers itself in the 
negative. One may raise a related question. 
The poverty line stands at about Rs 1,000 
per month for a typical family of five. Even 
the lowest paid government employee 
received Rs 1,860 in 1996, and stands to get 
a minimum ofRs 2,440 in future, plus extras 
like subsidised housing, security of service 
and pension. All of these place him 
comfortably above the poverty line. Thus, 
the entire FCPC munificence is not for the 
poor but for highercategories, mainly middle 
and upper classes. Should this small group, 
viewed by the public as unduly pamper^ 
and held in low esteem. beneOt at the cost 
of everyone else? 

Chidamhararm’s budget speech contained 
the following passage: “Inspired by the idea 
of a truly co-operative federal policy, chief 
ministers have as.sembled, more often than 
ever before, at the Inter-State Council, the 
National Development Council and at special 
conferences to formulate national polices. 
The formation of the government by the 
United Front and our efforts to take decisions 
by a national consensus, in the 30th year of 
India's independence, have deepened and 
broadened Indian democracy.” Would it not 
be in tunc with these ringing words that the 
centre should refrain from taking unilateral 
decisions on the FCPC’s recommendations 
and instead .seek a national consensus, 
whether through a special conference of 
chief ministers or by any other means, about 
what should be done with the FCPC's report, 
having regard to the kind of que.stions raised 
above as also later in this article? 

II 

The salaries of government employees are 
but one component of the system of 
governance, and a relatively minor one at 
that. The salaries of central staff are a mere 
subcomponent, because after all there are 
other layers of government at the stale and 
local levels. Pay commissions appointed by 
the centre make upward adjustments from 
time to time in this single subcomponent, 
keeping well within the overall system which 
they view as none of their concern. The 
higher salaries they invariably recommend 
tend to entrench vested interests in the 
prevailing system. Pay commissions are thus 
effectively non-changer bodies, preserving 
and strengthening the status quo. 

A curious situation arose in 1970. Some 
years earlier, largely at the instance of Lai 
Bahadur Shastri, the centre had appointed 
an Administrative Reforms Commission 
(ARC), with Morarji Desai as its first 
chairman. The underlying thought was that 
the administrative system had failed the 
country and therefore required to be radically 
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altered. After years of labour the ARC 
presented the government with an agenda 
for reform, not very radical but certainly 
change oriented. While the home ministry 
was still poring overthis the finance ministry 
set up the Third Central Pay Commission 
if(TCPC). The pro-change reform agenda was 
thus confronted with a no-change fait 
accompli. At the end of the day the no¬ 
changers won, in the sense that nothing 
much came out of the ARC’S 
recommendations whereas the TCPC’s 
recommendations were not only implemented 
in full but were earned a good deal further 
during negotiations with representatives of 
the employees. 

There is a lesson in this. If suggestions 
for reform are juxtaposed with proposals for 
pay rise, pay rise will race through while 
reform is .still putting its bouts on. At least 
that is what happened when there were two 
separate commissions, one for reform (ARC) 
and the other for pay rise (TCPC), and two 
separate ministries to handle their 
recommendations: home, with little interest 
in reform, and finance, with all the clout 
required to implement the pay rise. Would 
reform get as much attention as pay rise if 
both Items were entrusted to a single 
commission and its recommendations 
processed by a single ministry, which is 
more or lc.ss the case now with the FCPC 
having formulated proposals forboth reform 
and pay rise and the finance ministry alone 
carrying the responsibility for doing 
something about thc.se? Only time will tell. 
One thing is for .sure, reform has few takers. 
Finance may therefore show as little interest 
in reform as home did aquarter century back. 

The FCPC was given, first and foremost, 
the task of revising salaries and pensions, 
as were all previous pay commissions. Almost 
as an afterthought it was also asked toexamine 
work methods and to suggest their 
rationalisation and simplification in order to 
promote efficiency, reduce redundant paper 
work and optimise the size of the government 
machinery. It interpreted this as an 
opportunity to advise on "the general policy 
which the government ought to pursue in the 
areauf civil service reform”. Just civil .service 
reform, not administrative reform and 
certainly not reform of the system of 
governance. The FCPC stretched the tenn 
'civil service reform’ to make some far- 
reaching recommendations. These need to 
betaken seriously.especially since the FCPC 
has gone into these first and pay scales later 
and, what is more, has urged that the two 
should be implemented as an integral whole. 

' Before devising its reform proposals the 
FCPC tried to look at the task of governance 
in the future. It started by observing that the 
new economic policy of the last five years 
had yielded positive results. It then set out 
the challenges ahead: diplomatic initiatives 


to defuse tensions with neighbours; 
population growth to be checked; rate of 
economic growth to be accelerated in an 
atmosphere of liberalisation and 
globalisation: the role of the state to be more 
to ensure a level playing field for domestic 
and international players and less to 
manufacture goods and piovide services; the 
state to promote infrastructural and social 
services, as also to combat poverty and 
unemployment. “The fundamental task is to 
keep the nation intact against all enemies, 
internal and external.” The different classes, 
castes and communities have to be "fused” 
into a “unified band of secular citizens”. 

These formulations can be faulted on 
several counts, not the least because they 
wholly fail to mention the enduring 
fundamentals of the republic, such as its 
democratic foundation, its federal polity and 
its lofty aims of justice, liberty and equality 
for all, and instead dwell on economic and 
other policies of current, and possibly 
ephemeral, relevance. The perception that 
the country’s rich plurality needs to be fused 
into a unified pottage sought to be given 
respectability by the word ‘secular’ is, to say 
the least.dcpiorable. As of course are several 
jarring passages in the report, of which a 
single illustration should do. “The final aim 
is to have a leaner and meaner bureaucracy, 
while promoting efficiency”. Leaner, by all 
means; but why meaner, for heaven’s sake! 
However, instead of getting diverted by such 
indicators of a questionable value system, 
let us look at the FCPC’s concrete proposals 
for reform. 


Ill 

The theme song of the FCPC’s refonn 
package is that the government should do 
far less than now. The key passage in its 
report reads; “Government should confine 
itself primarily to the core functions that 
cannot be performed by the market. 
Everything else should be left to pnvate 
initiative.” Starting from this pearl of 
‘received wisdom’, received from “global 
trends”, the first set of recommendations is 
the dismanti ing of the pcnnit-Iicence system, 
disinvestment in the public sector, 
corporatisation of departmental undertakings, 
and privatisation and contracting out of 
services now performed directly by the 
government. This would leave the 
government with only core functions, on 
seven of which there is “a fair amount of 
consensus”; national security, international 
relations, law and order, management of the 
mmomy at the macro level, setting up of 
infrastructure, social services and 
programmes for the disadvantaged sections. 

There is then an almost grudging 
concession to federal reality. ‘Today, when 
the central government is itself a multi-party 
coalition of which some parties represent 


regional forces, the federal tendencies have 
again come into their own.” Grudging, 
because what if tomorrow there is no such 
multi-party coalition? Would the federal 
argument recede? But let that pass. The 
concrete recommendations that emerge are. 
firstly, that from the core functions identified 
in the above manner “there has to be a 
transfer of functions, powers and resources 
to the states”, following the Sarkaria 
Commission’s plan for centre-state relations. 
And. secondly, that self-governing 
institutions where the people take ovo' the 
functions of the state should be “encouraged, 
sustained and nurtured”. “These would 
include municipal bodies, panchayats, co¬ 
operatives, voluntary organisations and the 
like. Political and economic authority would 
have to be delegated to them.” 

The federal factor, gi ven only second place 
aftertheaforementioned ‘received wisdom’, 
is in fact of fundamental importance for 
restructuring the governance of the country. 
I have argued elsewhere (‘Strengthening 
Indian Democracy’, EPW, May II. 1996, 
p 1129) that “the root problem afflicting 
Indian democracy is the di.stance between 
power and the people. Power is lodged at 
the centre and in the states whereas the 
people are at the local level. People’s power 
is thus not available to keep the wieldcrs of 
political powerifndercheck. Electoral reform 
and judicial activism can at best deal with 
the symptoms. The disease needs the more 
basic remedy of bringing powerdown to the 
people - through minimal central and state 
governance and correspondingly maximal 
local governance”. It is becoming painfully 
evident that the centre and the states are 
unable to govern in their hitherto allotted 
spheres. As against this local government, 
especially panchayats, arc steadily acquiring 
confidence, if not as yet power. 

The trends arc therefore clear. And these 
underline the importance of cutting both the 
centre and the states down to minimal levels 
on straightforward federal and democratic 
grounds. There is neither any need nor place 
for ‘received wisdom’. The FCPC’s 
lecommcndattons for devolution of power 
need to be as.sesscd primarily in the federal 
context, and viewed thus they fall short of 
what restmcturinggovemance calls for.'Three 
shortcomings can immediately be pointed 
out. One, that the Sarkaria Commission did 
not vi.sualise minimal governance at the 
centre, nor of course in the states, and so 
is not a useful enough model. Two, that 
institutions of self-government at the local 
level, viz, panchayats and municipalities, do 
not require simply to be paternally 
“encouraged, sustained and nurtured” but 
must have clear-cut powers, exclusive 
functions and rightful funds. 'Three, that to 
delegate political and economic authority to 
“co-operatives, voluntary agencies and the 
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like** would be dangerously absurd, even 
unconstitutional 

Once minimal governance at central and 
, state levels and maximal at the local level 
becomes the objective, there are 
consequences. The centre’s functions must 
then be reduced to the lowest minimum; its 
multifarious ministries and departments 
slashed to perhaps not more than a dozen: 
and its bureaucracy as also its armed forces, 
both military and para>military, matchingly 
adjusted. The PCTC needs to be commended 
for having proposed steps in this direction, 
though not as categorically as the federal 
imperative demands. Similar measures are 
ne^ed in the stales also; a major reduction 
of their functions, departments and 
bureaucracies, including their police forces. 
These were beyond the FCPC’s charter, but 
it did well at least to state that “the states 
will definitely need to prune (their 
bureaucracies] drastically”. The overall 
objective obviously requires a modality wider 
in scope than a mere pay commission. 

A truly federal agenda for reform will 
encounter two formidable sticking points. 
One, will the political class agree to shed 
power to lower formations? If it will not, 
the agenda may as well be forgotten. So then 
should pay upgradation also, for the FCPC 
rightly insist^ that reform and pay revision 
must go together? Maybe the time has come, 
in this 50th year of independence, for the 
country to signal whether or not there should 
be a radical shift towards abridging central 
and stategovemance and strengthening closc- 
to-the-people local governance. A major 
political decision is clearly called for. based 
on as broad a consensus as possible. To 
begin with, the Inter-State Council, already 
seized ofthc states’ demand forthcdevolution 
of more finance and functions from the centre, 
could widen the teach of its exercise to 
determine the genuinely core functions of 
both the centre and the states in the light of 
the emerging federal polity. The last word 
may well lie with representatives of local 
governments. 

The second sticking-point, will the political 
class be able to countenance large scale 
reduction of redundant manpower? Since 
British times government service has been 
regarded as the answer to unemployment. 
The mindset still persists. New avenues of 
employment have opened up, but they have 
not erased the attraction of government 
service, more so for the hitherto deprived 
sections, viz, .scheduled castes and tribes and 
other backward cla.sses. Given a political 
decision to shrink central and state 
governance for valid federal rea.sons, 
redundant stalY will obviously have to go. 
What must be done is to make the going as 
painless as potisible. The rcPC’s proposal 
to cut manpower across-the-board by 30 per 
cent over 10 years is too ad hoc and far too 


long drawn out. Us pivotal ’golden 
handshake’ scheme is too arbitrary since it 
is limited to the age group 35-50 years, and 
may in any case founder if there are too few 
volunteers for it. 

So how is the manpower hurdle to be 
overcome? First, those who partake in the 
political consensus to minimise central and 
state governance must accept staff 
redundancy as the unavoidableconsequence. 
Second, the identification of redundant staff 
must start from the top of each cadre or 
category, leaving no room fordi.<>crctionary 
exceptions. With the .seniormo.st and oldest 
going out, a younger and hopefully more 
change-comfortable groupwillhaveach.-uice 
to show its mettle. Also such a strategy 
would .save latc-comcrentrants, among whom 
the backwards are better represented than 
before, from being retrenched. Tliird. power 
should be taken to retrench redundant staff 
without consent. Fourth, those retrenched 
should be treated generously. Pension equal 
to last emoluments drawn, at least till normal 
date of superannuation, would help them to 
keep body and soul together honourably. 
Generous gratuity coupled with provident 
fund and encashed leave could help the more 
enterprising among them to take to 
entrepreneurship. 

The FCPC has recommended raising the 
age of retirement to 60 years for all central 
employees other than those in the armed 
forces and central police organisations. The 
measure, it is argued, will fetch a ma.ssivc 
saving of over Rs 3.000 crorc on account 
of po.stponcment of retirement benefits of 
two years. Certainly it would help to make 
the otherwise costly FCPC package look 
slightly less expensive. But the idea is 
palpably discriminatory and. far worse, files 
in the face of ail the drum-beating about 
reducing staff. If a top-down approach is 
adoptedforidentifyingstafftobe retrenched, 
as suggested earlier, this incongruous idea 
could be given aquict burial, simultaneously 
silencing the reported demand from about- 
to-rctirc senior officers for its hasty 
acceptance. 

IV 

Still staying clear of pay revision, the 
other measures suggested by the FCPC are 
a mixed bag. Some are highly progressive, 
others are just the opposite, llic following 
are .selected ex <mples. 

On the progressive side, the FCPC has put 
its weight behind the need for a Right of 
Information Act. The Press Council of India 
has already worked on the idea and pnxiuced 
a draft hill. A comprehensive enough bill 
should ideally do away with the Official 
Secrets Act altogether. The FCPC has 
correctly observed that the Act gives 
furtivcncss legal .sanction. Then there is the 
recommendation for a citizen’s chatter that 


would define the rights of the customers of 
government schemes and services. The 
charter would help people to fight for their 
rights, having been made aware that they do 
have rights. There is also the impressive 
suggestion that all government services 
should be covered by the Consumer 
Protection Act. These eminently sound 
propos.als, when worked out and effectuated, 
should help to make the business of 
governance more open and citizen-friendly. 

On the regressive side, the FCPC appears 
over-enamoured with the bureaucracy, it 
makes the extraordinary assertion that 
burcacrats arc catalytic agents of change, 
that they enforce socially beneficial 
regulations, that they act as watchdogs 
supporting gmid people and suppressing 
malefactors, and .so on. For the All-India 
Services (AIS), it has made the even more 
extraordinary assertion that only a network 
of such services cun insure the country ugaiivst 
disintegration. On the basis of these highly 
questionable observations, it has suggested 
that civil .services hoards should he .set up 
at the centre and in the states, headed by 
retired Supreme Court/high court judges. 
These extra-constitutional bodies should 
control transfers of government servants, 
and in case a particulargovenimeni overrules 
its board the matter should be placed before 
the concerned legislature. This attempt to 
shore up the dwindling influence of the 
bureaucracy as against elected governments 
is clearly anti-dcmtKriuic. The country must 
decide whether it wants more bureaucracy 
or a strengthened and cleansed democracy. 

Another regressive suggestion concents 
the AIS. The FCPC considers that “it is in 
the coumry's larger interests to have more 
AIS". To begin with it has recommended 
two - Indian Medical .Service and Indian 
Engineering Service (without (here being 
any sugge.stion for placing tliesc subjects in 
the Union List). “If wc can build a national, 
con.scnsus in these, one could then conceive 
of other AIS“. Earlier, when the States 
Reorganisation Commission recommended 
enlarging the number of AIS. the Indian 
Fotest .Servicccame through, but immediately 
thereafter the states sensed danger and put 
a full stop to the process. It is therefore 
surprising that the three wise men of the 
FCPC should have considered it fit to 
resurrect the idea. I am of the firm view that 
the archetypal Indian Administrative Service 
should be phased nut (.sec 'Restructunng the 
Bureaucracy’. EPW. December 17-24,1994, 
p 3193). Here again it is for the country to 
decide to move in the anti-federal direction 
of more AIS or not. 

Against thc.se regressive pro|)ositions- is 
the refreshing recommendation that 
legitimacy should be accorded to contract 
employment. Especially so in situations like 
short-term vacancies up to five years, time- 
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hound fpecial project* and specialised jobs 
not normally requirod. Qmtract appointments 
are seen as opening the door to the lateral 
entry of experts. Although restricted in its 
ambit, the legitimation of contract 
employment could turn out to be a significant 
■ffrst step towards eventually making ail 
governmental employment contractual. The 
aim must be. some time orthe other, todelete 
the vestigial pn)vi.sion in the Constitution 
guaranteeing security of service to 
governmental personnel, because excessive 
security tcndstogocountertoaccountability. 
Sooner rather than later all government 
services should be on fixed-term contracts, 
extendable when ju.siiricd. terminable 
otherwise by due notice from cither side. The 
obsession with outmoded concepts like 
services, cadres, cadre management, etc, 
which unfortunately lu ns thi tnigh the FCPC’s 
report also, must be exorcised. 

Another refreshing rec*ommcndation is in 
the controversial area of using the army for 
internal .security (IS) purposes, which in 
effect pits soldiers against their fellow 
countrymen. According to the FCPC. "the 
army which had initially shown prudent 
reluctance in getting embroiled in IS issues 
has not only overcome its hesitation but is 
now. with the setting up of the Rashtiiya 
Rifles, an official player". The defence forces 
are said to have represented that their 
deployment on IS duties should he 
minimi.sed. Tlie recommendation therefore 
IS that the army should be withdrawn from 
Its counter-insurgency role and. more 
specifically, that the Rashtriya Rifles should 
be disbanded. This should be warmly 
welcomed, not only because it is good for 
the army but also because it restores 
responsibility for dealing with IS problems 
to civil governments. Hopefully, they will 
I discharge it more through democratic 
dialogue than by resorting to coercive 
measures. 

The Institute for Defence Studies and 
Analysis (IDSA) studied manpower 
optimisation in the defence forces. It 
recommended a two-pronged approach: one, 
reduce the army’s active manpower by 35- 
40 per cent and retain 30-45 per cent of 
pre.sent m.inpowcrun standing reserve; two. 
upgrade mobility and strike capability all 
round. The FCPC watered down manpower 
reduction to 30 per cent and that too over 
10 years. And, without saying why or by 
how much, gratuitously recommended that 
defence outlay should be enhanced. Now, 
it can be nobody’s case that soldiers should 
be sent into battle with outdated weapons. 
At the same time it is hardly mature to call 
for more expenditure mindlessly every time 
defence is mentioned. The IDSA’sproposals 
.seem well considered and deserve careful 
consideration. They involve manpower 
reduction now rather than in 10 years. Very 


probably it is politicians fatter than the 
service chiefs who resist, manpower 
reduction, for after all the army in particular 
is a handy outfit for providing employment 
to imponant political constituencies. 

The term 'central police organisations’ is 
a misnomer, for the si mple reason that police 
is not a central subject. Organisations like 
the Border Security Force and the Central 
Reserve Police Force draw their legitimacy 
from the entry ‘other armed foroes of the 
Union’ in the Union List. Others like the 
Central Industrial SecurityFbrceareba.sically 
’chowkidar’ organisations, though often 
misutilised for IS duties also. The FCPC has 
done well to draw attention to the startling 
fact that these organisations have grown at 
the cancerous rateof 5.6 percent per annum, 
as against I per cent for the bureaucracy as 
a whole. Its recommendation that their 
numbers should be pruned by a third in 10 
years is in the right direction, although the 
pruning should be far more and effected 
much quicker. A suh.stantial reduction of 
the union’s para-military forces would help 
move the management of IS out of the 
coercive trap. As for chowkidar organi¬ 
sations, it is time that industrial establish¬ 
ments set up their own in-hou.se arrange¬ 
ments instead of milking the public pay for 
them. 

Police reform propcris.'mcntirely different 
matter, one that touches the lives of ordinary 
people day in and day out. The police 
commission went into the subject 
comprehensively, only to find its multi- 
volume report remaining shelved by 
successive governments. The FCPC has 
ventured into the field, though scarcely 
competent to do so, and not surprisingly has 
come up with a meaningless plea for a 
‘‘carefully funded scheme for improving the 
elTectiveness of state police forces”. Two 
basics need to be borne in mind for real 
police reform. One, that crime prevention 
and investigation is far more important than 
large contingents of armed fxilice. Two, that 
the ‘command’ model set by the Police Act 
of 1861. which reflected post-1857 colonial 
anxieties and which continues to hold sway. 


will never allow the emergence of a people- 
friendly police. Ute police commission was 
conscious of the first, less so of the second. 
The FCPC was blissfully unaware of both. 
The answer lies in decentralising police 
administration,certainly not in givinga bigger 
role to the union home ministry. But who 
will bell the cat? 

The proposal to have only three national 
holidays- Republic Day, Independence Day 
and Gandhi Jayanti - eliminating holidays 
for religious festivals nr to honour dead 
personages is like a breath of fresh air. Will 
it be implemented?The sugge.stion that bonus 
should be linked to productivity and not to 
production is .sound. However, it will be 
interesting to see whether the existing formula 
in the Railways based on traffic tonne 
kilometres per employee can be improved 
upon. The stress laid on modernisation 
through automation and computers has to be 
supported. But maybe setting the final 
objective as paperless government offices is 
asking for too much. After all ordinary 
citizens and most private offices will remain 
‘paperful’ for a long time. How will the two 
communicate with each other if noton paper'.' 

V 

There is no room in a short article to go 
into the nitty-gritty of the FCPC's pay 
revision proposals. Nor does this writer feel 
competent to do so. 

What the above di.scussioii seeks to bring 
out is that many of the Pay Commission’s 
ideas on reform arc promising and should 
not be allowed to perish simply because the 
reasoning is not always sound or because the 
lobby for pay upgradation is more vocal. 

A parting thought. The Pay Commission’s 
report and Chidambaram’s budget read 
together carry a political me.ssagc for the 
middle and upper classes. Arc the two 
documents then part of a strategy to woo 
thc.se sections, without whose support 
everyone seems to feel an election cannot 
be won, whenever it comes'.’ Is it the case, 
in othci words, that so-called path-breaking 
economics is not so much in command as 
plain calculated politics? 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscriptions to ihc EPW 
from outside the country together with the subscription payments sent to 
supposed subscription agents in India have not been forwarded to us. 

We wish to point out to subscribers and subscription agencies outside India 
that all foreign subscriptions, together with the appropriate remittances, must 
be forwarded to us and not to unauthorised third parties in India. 

We take no responsibility whatsoever in respect of subscriptions not 
registered with us. 
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How Reliable Are Agricultural 
Power Use Data? 

Shantanu Dixit 
Girish Sant 

Agricultural power use data available with the state agencies is 
shockingly unreliable and iruidequate. Groundwater and power 
planning on the basis of this data is bound to be unrealistic. 


THEgrowing number ofirrigation pumpsets 
(IPS), Iheir increasing power consumption, 
and large subsidy they enjoy arc major issues 
facing the state electricity boards (SEBs) 
which ate almost on the brink of collapse. 
Pbr example, the number of IPS connections 
in Maharashtra is growing at the rate of 8.6 
per cent pa and has reached nearly 20 lakhs. 
In the last decade, the IPS consumption has 
grown at 13.4 pCT cent pa, while consumption 
of all other sectors together has grown at 
only 6.8 per cent pa. In 1993*94, the 
Maharashtra SEB (MSEB) extended a 
subsidy ofRs 1,127 crore to IPS consumers 
(Annual Report on the Working of SEB and 
Electricity Departments, Planning Com¬ 
mission, 199S). This subsidy was equivalent 
to the capital cost of 350 MW power plant, 
which is about half of the required capacity 
addition in that year. 

Given the importance of IPS consumption 
for SEB’s survival, it is striking that the data 
about IPS consumers available with SEBs 
is extremely sketchy and weak. [See Reddy 
and D'sa 1994; Roy 1995, 1996.] Former 
chairman of (Central Electncity Authority, 
S N Roy, has highlighted the gravity of 
situation: “SEBs are manipulatingthe energy 
sale of agricultural sector to hide excessive 
TandD losses and pilferage. Die agricultural 
consumption per kW has been jacked up 
three limes...despite lower availability of 
powerdue to acute shortage" (The Economic 
Times, November 10,1995). Understanding 
the reality of IPS consumption is important 
for developing a revival package for SEBs 
and also for understanding groundwater 
situation. This paper is anoutcomeof serious 
discrepancies found in official data about 
IPS, while analysing issues such as, who 
really benefits from IPS subsidy and what 
will be the impact of tariff rationalisation. 

The MSEB, the agricultural department 
(AD), the irrigation department (ID) and the 
Groundwater Survey and Development 
Agency (GSDA) are important government 
agencies which compile data on IPS. Data 
available with MSEB includes the number 
of IPS energised each year; connected load 
of these IPS (based on the users’ application 
form, and not actual measurements); and the 
number of IPS with metered tariff and with 


HP-based tanff. The Board has not compiled 
the following vital data even though it collects 
this information while sanctioning the IPS 
connection: water-sourcewise (wells/surface 
sources) number of IPS, and HP-wise 
distribution of IPS. While sanctioning 
connection MSEB seeks information 
regarding water source for the IPS. At the 
time of connection, farmers having IPS on 
surface sources have to produce a ‘water 
lifting permission’ from the government. In 
case of IPS on wells, farmer has to produce 
the ‘proof of irrigation well ’, based on entry 
in the 7/12 form with the ‘talathi ’. But MSEB 
does not compile this data. Moreover, MSEB 
has no procedure to identify IPS not in use. 
Discussions with MSEB engineers revealed 
that, it rarely receives applications for IPS 
dtsconneetton. Farmers not using IPS 
probably stop paying the bills. Hence, it is 
not possibletoestimatcthenumbcrof defunct 
IPS from MSEB data. 

The agricultural department publishes 
annually the Crop and Season Report and 
agricultural census is carried out every five 
years. This information is based on talathi 
records. The following data is available from 
these sources: districtwise information on 
numbei of irrigation wells; IPS on wells; 
area irrigated by wells; area irrigated by 
different sources; such as canals, wells, tanks 
and other sources; and analysis of such data 
by landholding sizes. The most important 
shortcoming in AD data is that it does not 
compile water-sourcewise cropping pattern, 
i e, crop pattern of area irrigated by wells 
and area irrigated by IPS on rivers, etc. 

For numbersofirrigation wells data, GSDA 
relies on data collected by the AD. When 
contacted, GSDA could give the number of 
irrigation wells only as of 1987. 

For the use of surface water, permission 


of state government is essential. The' H> 
issues water lifting permission on ‘notified 
rivers’. For non-notified rivers, the 
permission is given by revenue department. 
In Command Area Development Authenity 
(CADA) areas, CADA issues such per¬ 
mission. There is no uniformity in the format r 
of water lifting permission (Report of 
Working Group on Irrigation Sclumes, 
NABARD 1991:31). The number of such 
permissions granted by different agencies is 
notrepoitedorcompiledbyany nodal agency. 
The ID compiles information only in terms 
of total water lifting allowed on different 
tributaries. This information could not be 
obtained even at the district or the circle 
level. Thus, it is not possible to arrive at the 
number of IPS ‘operating’ or ‘authorised to 
operate’ on surface water sources in the 
state. 

Apart from small surface lifts, many large 
co-operative lift irrigation schemes (US) 
operate in the state. Data on these co-operative 
LIS, such as, number of co-operative lifts, 
potential and actual area irrigated, mem¬ 
bership. etc, is compiled by the directorate 
of co-operatives (DC). But the data on 
connected load and cropping pattern are not 
so compiled. A report of Minor Irrigation 
Census (MIC) carried out in 1987 was 
published in 1994 by government of India. 

It gives important details such as the number 
of IPS on wells and surface sources; the area 
irrigated by IPS on wells and by IPS on 
surface sources. 

Data about number of IPS on wells and 
surface sources is available Irom the Report 
ofMinorlrrigation Census (MIC). Since this 
data is available for only one year, i e, 1987, 
the table compares data from various sources 
for 1987. 

It is striking to note a discrepancy of 23 
per cent (2.59 lakhs) in the number ot IPS 
reported by MSEB and MIC. It is unfortunate 
that the AD reports only the IPS on wells 
and does not report IPS on surface sources. 
IPS on wells reported by AD are 30 per cent 
(2.5 lakh) less than MIC. Hence, the 
discrepancy between MSEB and the AD 
data is even higher. 

Analysis of the available time series data 
also highlights the discrepancy. The figure 
shows the number of IPS connections as per 
MSEB, irrigation wells as per the AD, and 
IPS on wells as per the AD. It can be seen 
that, IPS connections claimed by MSEB, 


Table 


No Data 

MSEB 

MIC 

AO 

1 Total number of wells in the slate (lakh) 

NR 

12 40 

13.30 

2 Total number of IPS in the state (lakh) 

11.28 

8.69 

NR 

(a) IPS on wells (lakh) 

NR 

8.22 

5.7 

(b) IPS on surface water sources 

NR 

46,273 

NR 


NR not reported. 

Stmrees: MSEB Annual Report, MIC 1994, Crip and Seasim Report (AD). 
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Rouite; Numsbr of IPS vAi Numbeii of Welu and IPS on Wells 



Year 

■ IPS conneclionE (MSEB) ' Imgaiion wells IPS on wells 

Since 1984 MSEB’s IPS connections arc more than total irrigation wells (as per AD data). Difference 
between MSEB’s IPS connections and the number of IPS on wellslns per AD)can besaid to represent 
the number of IPS for surface lifts. In 1992 this leads to a veiy large estimate of about 9 lakh surface 
lifts. This cannot be justified by total irrigated area in the state indicating the unreliability of data. 


are far more than the IPS installed on wells 
(as claimed by agricultural department). 
Since 1984, IPS connections by MSEB are 
more than even the number of irrigation 
wells. 

The unreliability of this data may be further 
demonstrated through a quick cxerci.se. The 
difference between MSEB’s IPS connections 
and the number of IPS on wells (as per AD) 
can be said to lepresent the number of IPS 
for surface lilts. This leads to a very large 
estimate of about 9.29 lakh surface lifts in 
1992. Of these, 3,200 arc large co-operative 
lifts, which irrigate 2.39 lakh ha (GoM 1994; 
pp 99, 133]. Hence, the number ol small 
surface lifts can be estimated at 9.26 lakh, 
which is 1.2 times the IPS on wells. The 
surface lilts have higher water availability 
than wells, and should irrigate at least 1.25 
ha per pump. Hence, 9.26 lakh small LIS 
should have irrigated 11.58 lakh ha in 1992. 
The co-operative LIS irrigate 2.39 lakh ha. 
Hence, all IPS on surface sources should 
have irrigated 13.97 lakh ha. But as per 
agricultural department data, the area irrigated 
by all surface sources (which includes 
irrigation department canals and tanks apart 
from small lifts and large co-operative lifts) 
was only 9.88 lakh ha! 

Implications 

Such a large discrepancy is indicative of 
gross unreliability of the government data. 
Thisdiscrepancycanariseduelocombination 
of following possibilities: 

(i) MSEB’s number of IPS is univalistic: 
This means the actual IPS in operation ate 
far less than reported by MSEB. The AD 
and MSEB data show a irreconcilable 
discrepancy. The MIC reports figures that 
are between these two source. Hence, if we 
assume that the real number of IPS in 
operation are correctly reported by the (MIC) 
then 23 per cent of IPS reponed by MSEB 
areeitherdisconnectedcrinoperative. Based 
on these figures, the average hours of pump 


operation in 1994, works out to be l.800hrs/ 
year (and not 1,4(X) as portrayed by MSEB). 
The IPS operate tor at (he most 10 months, 
i e, 260 day.s a year (after considering 
officially announced non-supply of one day 
per week). This implies that on the average 
all IPS operate for seven hours per day. 
Considering the iarge number of IPS 
connections in the water short areas this 
seems absurd. 

(ii) The AD under-reports number of IPS 
on wells: GSDA’s estimate of groundwater 
extraction, is based on IPS on wells reported 
by the AD. GSDA assumes all pumps to be 
of 3 Hp and fixed hours of pump operation. 
MSEB reports average pump sizes of nearly 
5 Hpand steadily increasing pump operation 
hours. Hence, the assumptions by GSDA arc 
way off the mark, implying much higher 
groundwater extraction. The discrepancy in 
the official data may he due to a combination 
of these factors. It is not possible to arrive 
at the magnitude of discrepancy due to 
individual factors. 


To establish the credibility of government 
claims about the IPS consumption or subsidy; 
inigated area in the state, crop production 
(hence contribution of agricultue to the state 
domestic product); and real level of 
groundwater extraction; it is essential that 
the government and the MSEB carry out a 
census of all IPS in the state. 

Considering that MSEB staff is in regular 
touch with all IPS consumers (for main¬ 
tenance, billing, etc) and that the MSEB’s 
survival now largely depends on the i$.sue 
of IPS power use, it is imperative that it 
carries out such a survey at tlie earliest. This 
is not a Herculean task. As a first step, it 
is essential to properly estimate the number 
of small surface lifts in the state and the 
cropping pattern of area irrigated by surface 
lifts. These estimates can throw light on a 
number of important aspects such as real 
beneliciaries of subsidy, real IPS con¬ 
sumption, its likely growth and the impact 
of tariff rationalisation on farmers. Simul¬ 
taneously, MSEB should evolve appropriate 
procedures and mechanisms to collect and 
compile all the relevant d-ata. In (he ab.sence 
of this, a discrepancy of 20 to 40 per cent 
in the official data makes a mockery of 
government figures and hcnceof government 
planning itself. 

[We are ihankfubo B D Dhawan, Suibha Bramhe, 
Mitni for reading earlier drafts ot this paper, 
detailed coininenisandcncouragenicni. This paper 
is a part of PRAYAS project supported by 
International Energy Initiative. Bangalore.) 
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Social Networks and Food Security 
in Rural Karnataka 

Ananth S Panth 

In the face of inadequate social security measures, poor households 
in rural Karnataka have evolved alternative mechanisms to satisfy 
their food requirements. 


MOST of the third worid countries reel under 
common problems of poverty, hunger and 
malnutrition coupled with high population. 
These countries are predominantly agrarian 
economies with their employment and 
income directly linked with agricultural 
sector. Undernourishment is the result of 
low agricultural technology and lack of non¬ 
farm employment. It could ahso be attributed 
to two factors, lack of availability and lack 
of purcha.sing power. 

In India, aggregate level data (Economic 
Survey, GOI) shows that with per capita 
availability of more than 300 grams of 
foodgrains per day, self-sufltciency has been 
achieved. But this does not reflect the 
variations across different states and different 
sections of the society. 

The concept of food .security is of great 
concern and relevance especially in the third 
world countries due to high levels of poverty 
and malnutrition. Food security, according 
to FAO (1990), is defined as availability of 
sufficient quantity of food and sufficient 
means to purchase it. This definition is 
applicable at the national as well as household 
level. 

With the majority of population living in 
the rural areas, the section of population 
below poverty line is also concentrated in 
the rural areas. In Karnataka, 32.8 per cent 
of rural population live below poverty line 
compared to 39.1 per cent at all-India level 
as per Planning Commission figures for 

1987- 88. Similarly, rural poor constitute 74.8 
per cent of total poor in Karnataka com¬ 
pared to 81.9 per cent at all-India level for 

1988- 89. Moreover, from food security 
point ofview,theurbanitesarecomparativcly 
better off than rural counterparts in terms of 
purchasing power, ability to cope with 
seasonal fluctuations and access (physical 
and economic) to food. There are several 
factors which reduce the seasonal fluctuations 
and vulnerability in access to food for the 
urban households. They include, regular 
wagcs/salarics, constant supply of foodgrains 
from rural market and the low price of 
foodgrains at the PDS. In the rural areas, 
except far the medium and large farmers, all 
other households, including marginal and 
.small fanners, agricultural and non-agri- 


cultural workem, artisans, etc, are vulnerable 
to seasonal fluctuations in employment, 
prices and availability of food. There are 
policies, cither by the state or the central 
government to protect sections of population 
during periods of vulnerability. In iuldition, 
there is an in-built mechanism among the 
rural hou.scholds to reduce seasonal 
fluctuations. 

In this article an attempt is made to highlight 
and briefly describe the issues and strategics 
of poor households of rural Karnataka to 
cope with vulnerability.' 

Mandyais an agriculturally well developed 
district ever since an irrigation canal came 
into existence in 1930. Irrigation accounts 
for 36.4 per cent of total cultivated area in 
the district. But this docs not reveal the 
heterogeneity within the district in terms of 
physiographical characteristics such as 
water rcsourcci soil conditions and climatic 
conditions. 

Tlicrc is a dichotomy between Mandya 
and Nagamangala taluks. Nagamangala taluk 
is mainly rainfed, receiving less than 700 
mm rainfoll annually, and has less than 9 per 
cent of area under irrigation. In Mandya 
taluk 33 per cent of land is irrigated. Paddy 
and sugarcane are the major crops in the 
irrigated areas. The major crops in rainfed 
areas arc ragi, jowar and horsegram. Niger, 
castor and cowpea are secondary crops. 
Households with irrigation facilities practise 
horticulture also. 

Rural Hou.seh<n.d Food Security 

Rural food security can be achieved 
basically by four means namely, (i) access 
to land; (ii) wage employment; (iii) self- 
employment; and/or (iv) combination of (i), 
(ii) and (iii). (Employment in the govern¬ 
ment sector not being substantial, is not 
considered.) 

The cultivators have access to land either 
through ownership or lease. Thus, they have 
direct access to food through their own farm 
production or rent in kind or on sharecrop 
basis or a combination of the three. The non¬ 
cultivators need to earn wages through wage 
employment or earn profits through self- 
employment in non-agricullural sector. The 
marginal farmers, wage earners and house¬ 


holds depending on petty profits through 
self-employment such as cultivation, agri¬ 
cultural and non-agricultural. labour and 
artisanship, have to depend on the open 
market for foodgrains. Thus, their con¬ 
sumption levels would depend on their / 
incomes and prices of food. Both are subject 
to fluctuations throughout the year. Com¬ 
pared to large and smal I farmers, the marginal 
farmers are not totally self-sufficient in 
foodgrains. Thus, the marginal farmers, 
agricultural and non-agricultural labourers, 
artisans and other casual workers form the 
vulnerable section of rural society. 

In the irrigated areas, the large and small 
farmers are self-sufficient in foodgrain 
production throughout the year. The marginal 
farmers produce cereals once a year and 
hence need to depend on the open market, 
PDS and wages in kind to .sub.stitute their 
own farm production. The landless workers, 
including the artisans, depend on the open 
market. PDS and wages in kind to acquire 
the required quantity of food. The incomes . 
of these landless groups experience seasonal 
fluctuations. 

In the rainfed areas, there is low correlation 
between land size and direct food security, 
primarily because the crop yield is less due 
to low rainfall. This reduces the food avail¬ 
ability, and thus fanners have to depend on 
open market and PDS to satisfy their total 
requirement. 

The government is responsible for main¬ 
taining the food security of poorer sections 
of the society. The following are some of 
the important social measures taken by the 
government: (a) providing foodgrains at 
affordable price all through the year; (b) 
providing wageemployment during lean sea¬ 
sons of employment; (c) providing pension 4 
to the old people and physically-handicapped. 

These measures arc not adequate to 
overcome seasonal stress. At aggregate ievcl, 
the quantity of foodgrains provided through 
the fair price shops, as pa Economic Survey, 
accounts for 13 per cent of total foodgrains 
available. It means that remaining 83 per 
cent of the requirement has to be satisllsd 
from the open market. The PDS has been 
inefficient in targeting the poor effectively. 
The average percapitaemployment provided 
accounts for a maximum of 10-13 days per 
year which is very meagre especially for 
rainfed areas. The employment guarantee 
programmes arc unable to fill the gap an(l 
provide full employment. Due to the practice 
of recruiting contractors to meet the stipulated 
time the basic objective of providing 
employment to the needy is ignored. The 
pension of Rs 100 per month, as provided 
by the Karnataka government, can only be 4 
a supplementary income for the individual. 
The pensioner cannot withstand the price 
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variations, especially during periods of high 
prices, such as in the pre-harvest months and 
festival seasons. 

The rural households are socially better 
knit than urban households de.spite social 
P disparities in rural areas. Rural social 
interactions are common to households both 
in rainfed and irrigated areas. Yet, there are 
differences in the degree of interaction. The 
households have an in-built social network 
within the rural system which acts as a safety 
net maintaining their food security. 

Coping with Vulnerability 

Inadequate social measures of the govern¬ 
ment makes it inevitable to have alternative 
arrangements. Several networks arc fol¬ 
lowed. A few important ones are: (i) wages 
in kind, (ii) borrowings in kind, (iii) soft 
loans, (iv) low priccsof foodgrains, (v) barter 
$y.stem, and (vi) alms. 

Wages in Kind: Wages in kind include 
rice, ragi and jowar. It depcnd.s on the 
availability ofthcparticularfoodgrain. Wages 
in kind are paid to labourers - casual, 
agricultural, cic-on daily basis. Tlie arti.sans 
-blacksmith, barber, priest, washerman,etc, 
are paid yearly. 

In rainfed regions paying wages in kind 
IS not a common practice. The level of farm 
output is low due to low yields. As a result, 
sufficient quantity of foodgrain is not avail¬ 
able to provide wages in kind to the labourers 
and also keep its reserved stock till the next 
harvest. Moreover, even if the quantity of 
foodgrains is marginally sufficient for wages 
and .stock piling, the household would prefer 
to store a portion to combat future risk and 
uncertainty in cultivation. For instance, 
ragi is the staple food in the region while 
jowar is secondary. Farmers with more than 
five acres of partially irrigated land have 
surplus produce of jowar. Moreover, con- 
.sumption of jowar being seasonal, i e, 4-5 
months in an year, farmers prefer to retain 
ragi and distribute surplus jowar as wages 
in kind. 

Incidentally, the need for paying wages in 
kind in rainf^ areas is not very strong for 
two reasons. Firstly, there exists a system 
of mutual labour system. In this system, 
labour is exchanged among the farming 
households without monetary exchange being 
involved. Secondly, the landless households 
are negligible. The.se agricultural labourer 
households prefer to have wages in cash to 
meet non-food expenditure. 

. The yearly payment in kind made to arti¬ 
sans is locally called ‘adadc*. In rainfed 
areas adade system is still practised. But 
gradually payment to arti.sans such as' 
blacksmiths and barbers in form of adade is 
reducing. Adade for washerman is almost 
nil. Adade is offered to prietits on religious 


grounds depending on the capability of the 
individual household. 

In the irrigated aieas, rice is the major 
produce and also the staple food. Ragi is 
secondary, production- and consumption- 
wise. The agricultural labourers are given an 
option of accepting either ragi or rice. The 
quantity is fixed arbitrarily proportional to 
their market prices. For instance, fora wage 
of Rs 15 the option is cither three kgs of rice 
or six kgs of ragi. Normally, the cultivators 
prefer to give ragi during ragi .season and 
ricc/paddy during paddy season. 

The agricultural workers, partly including 
the marginal farmers, prefer to lake rice/ 
paddy in order lo supplement their own pro¬ 
duction. In ragi season, wages in cash is 
preferred. This is mainly because ragi is 
purchased in bulk soon after harvest. Alter¬ 
natively, by the virtue of comparatively low 
prices, ragi is purchased from the market as 
and when required. The landless labourers 
arc paid wages in cash during pcritxls of cash 
crop cultivation. The adadc is paid to the 
priest, biacksmilh. barber and washerman by 
majority of the farming households except 
the marginal farmci s. The quantity of cereals 
varies from 10 kgs to 40 kgs tor each of the 
service. 

In the rainfed areas there is no payment 
of wages in kind for agricultural employment. 
The pnesi, blacksmith and a drama artist 
living in the village are given adade. The 
quantity of cereals given varies from 10 kgs 
for the drama artist to 25 kgs for the priest. 

Borrowings: Farming households, 
deficient in foodgrain borrow it from farmers 
with surplus stock. In irrigated areas, marginal 
farmers arc normally deficient in foodgrains 
due to low production levels. Paddy is 
produced on small puit of the land each year. 
Alternatively, the entire land is cultivated 
with paddy but only once in two years. 
Consequently, these hou.scholds fall short of 
requirements. They borrow paddy/ricc from 
farmers having itin surplus and return it soon 
after the harvest. The landless households 
cannot avail this opportunity because they 
arc not in a position to return the loan in kind, 
in normal cases, ragi is not borrowed from 
farmers possessing a surplus of it. 

In rainfed areas, borrowing staple fmxl is 
less common compared to irrigated areas. 
The farmers in rainfed areas prefer to give 
jowar on loan but not ragi. This is mainly 
dueto risk and uncertainty in ragi production. 
The major duTcrcncc between irrigated and 
rainfed areas is that in the case of the farmer 
the loan of paddy/ricc can be large enough 
to meet requirements up to two months 
whereas in the latter ragi/jowar is sufficient 
to tide over a week or ten days. 

Barter System: Barter system normally 
takes place between two cereals of which 


one is comparatively inferior or less priced 
than the other. The system is prevalent in 
both rainfed and irrigated regions. 

In rainfed areas, exchange takes place 
between ragi and jowar. During years of 
deficient rainfall,jowar production on rainfi^ 
plots, is either low or ml. Consequently, ragi 
is exchanged for jowar in the beginning of 
jowar harvest .season from farmers producing 
surplus jowar on irrigated plots. The demand 
for jowar is less inelastic in nature compared 
to ragi and price of jowar is lesser than that 
of ragi. The main reason being jowar 
consumption is seasonal, 3-4 months after 
the harvest, after which the grains become 
inedible. Hence, the demand for jowar is less 
compared lo ragi which is consumed 
throughout the year. 

In the irrigated aretLs, rice is exchanged for 
ragi by those farming households who are 
not in a position to cultivate ragi. Due to 
small size of landholding, cultivators' aim 
is to maximise the yield. The ratio of yield 
of ragi to paddy is 1:4 and price ratio is 1:2. 
As a result, ragi cultivation is not preferred 
in lieu of paddy. Tlirough exchange, the 
households increttse their stock of grains and 
have better food security. 

TItc landless households also practise a 
kind of barter ty.stcm. Paddy is exchanged 
for a cart of manure. The terms of exchange 
is arbitrary. For instance. 40 kgs of paddy 
or 60 kgs of rice arc exchanged for one cart 
of manure. The landless households, who 
maintain livestock, have excess of manure. 
Due to monetary constraints small and 
marginal farmers prefer to exchange paddy/ 
rice within the village rather than purchase 
the same from the open market. 

Low Prices of FoiMigrains: In the irrigated 
areas, households with surplus grain produce 
sell paddy/rice/ragi in small quantities for 
immediate requirements at arbitrarily fixed 
prices, normally le.ss than the open market 
prices. The landless and the food deficient 
marginal farmers arc the benericiaric.s of this 
informal marketing system. The activity is 
normally carried out by women secretly. Tlie 
need arises when during a lean employment 
season households cannot purchase 
frvKlgrains in bulk in the open maricel. The 
prices ot foodgrains in provision shops 
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situated in these areas are also lower than 
in town and city markets. In certain cases, 
small quantities of foodgrains can be had on 
credit. 

This system is less common in rainfed 
areas. Cultivators with partial irrigation have 
surplus jowar and marginally surplus ragi. 
Ttiese households help the food deficient 
households with small quantities of ragi, 
sufficient for 2 or 3 days. Personal relation¬ 
ships play a significant role here. These 
households sell surplus jowar soon after 
harvest at low prices. Due to transportation 
problems, the households prefer to sell at 
lower price within the village rather than the 
market. 

Soft Loans'. Loans of different types are 
obtained for various purpo.ses such as culti¬ 
vation, purchase of foodgrains, either from 
open market or at fair price shop, health and 
other household expenditures. In irrigated 
areas, the loans are normally obtained for 
crop cultivation, especially, sugarcane culti¬ 
vated by the marginal farmers. The marginal 
farmers who grow paddy and sugarcane do 
not obtain any returns on paddy since it gets 
used in domestic consumption. Income from 
sugarcane is obtained only once a year. 
Finances are required mainly during the 


harvesting period. The loan is obtained from 
large farmers, agricultural moneylenders or 
jaggery making units, as and when required. 
The concerned debtor sells the crop of 
sugarcane to the concerned moneylender at 
a price lower than the procurement price. 
The debtor is thus assured of the yield on 
his farm and .some income, thus sustaining 
his household food security. 

In rainfed areas, loans obtained for 
hou.sehoId expenditures involve large amount 
of money, e g, Rs S.OOO-10,000 for marriage 
purposes. Among relatives and close friends, 
the interest rates are as low as 12-1S per cent 
per annum. For smaller amounts, such as up 
to Rs 1,000, loans arc provided interest-free. 

Alms: Nomads live by obtaining food and 
clothes through alms. Their male members 
are engaged in acquiring foodgrains though 
surviving on alms is a tradition with u .section 
of populace called ‘dassayyas’, it is rarely 
followed today. The system is prevalent more 
in the irrigated areas than in the ramled areas 
Households dependent on alms obtain 
approximately 2-3 quintals of foodgrains per 
year which is barely sufficient to sustain. 

Food security can be maintained by the 
rural households better through their .social 
networks rather than government supixat. 


The social networks function better in the 
irrigated areas than jn the rainfed. In rainfed 
areas food security is achieved through stabi¬ 
lisation in foodgrain yields. The government 
policies of PDS and wage employment pro¬ 
grammes arc supplementary to the existing 
social networks. For a developing country 
like India, it is not feasible, economically 
and administratively, to provide employment 
and also foodgrains to those below poverty 
line. Social networks can reduce the burden 
of subsidy on the government. They make 
rural systems more rcsi.stant and can help in 
reducing rural-urban migration. 

Note 

I The article is based on a primary household 
survey conducted with a sample of 382 
households in two taluks of Mandya district of 
Karnataka, namely, Nagamangala and Mandya. 
The two taluks are taken as Fepiv!>entative of 
rainfed and irrigated regions, respectively. The 
iutalysis is made comparing rainfed and irrigaicd 
regions in order to take into account the variation 
in the tactor endowments in the two regions. 
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MKESTAN 

Public Debt Reconsidered 

^ AkbarSZaidi 

M___ 

The governnient's various attempts to resolve the problem of rising 
public debt will hardly be successful unless policies responsible for 
such debt are reviewed and recast. 


THE issue of Pakistan's public debt has 
returned to the top of the economic agenda 
yet again. The country ’ s two leadin g inonlhl y 
magazines have devoted their cover stories 
to the problem of the “explodingdebt bomb”, 
and a number of articles, many by eminent 
economists, have appeared in the press 
reiterating the claim that the problem of 
Pakistan's debt burden, is the single biggest 
economic problem facing the country today. 
Moreover, the prime minister's National Debt 
Retirement Programme, an attempt loinvolvc 
the public and capitalise on their patriotism 
and enthusiasm, is part of the same scheme 
of things, where it is hoped that the public 
will help case the burden of debt upon the 
government, by reaching well into their own 
pockets and contri buti ng to the go vernment ’ s 
coffers. 

If ever there was consensus on one single 
issue of importance amongst economists, 
hurcaucrats, and politicians, then it must be 
over the agreement about the huge and 
growing debt and upon its consequences. 
This focus is misplaced. In the light of such 
sentiment which constitutes much of 
conventional wi.sdom. it is necessary to 
consider the importance of the debt and 
expose a number of myths which constitute 
(his feeling. 

The facts regarding Pakistan’s debt, 
however, arcindeedquitcstartling. Pakistan’s 
domestic debt has accumulated to more than 
Rs 900 billion, or 42 per cent of GDP, with 
debt servicing accounting for more than 5 
per cent of GNP each year. The rate at which 
this debt has been raised is on the high side, 
with interest rates in nominal terms around 
16 to 18 per cent, or between 4 and 6 per 
cent if we assume a (very conservative and 
undervalued) rate of inflation of around 12 
percent. Foreign debt accounts for about US 
$ 30 billion.(46 per cent of GDP), but for 
the most part, carries a far lower, single digit, 
rate of interest. Much of this is longer term 
debt, and despite Pakistan’s immediate needs 
to meet some repayments which become due 
over the next nine months, the more serious 
and chronic problem is considered to be that 
of domestic debt. 

Becauseof the large domestic debt, interest 
payments are high, and due to this, we end 
up having a large fuicai deficit each year. 


1 merest payments and defence take up almost 
all of the budgeted annual expenditure, 
leaving very little for development and the 
.social sectors. Given the excessive debt that 
has accumulated over the last few years, it 
is not likely that any recourse to patriotism 
will result in more than a minuscule amount 
being pocketed and the debt ‘burden’ or 
‘problem’ is unlikely to go away for a long 
time to come. Given this fact, it is important 
to consider the other ‘villain’ of the piece, 
(he fiscal deficit, and sec what sort of impact 
that has on the economy. 

Although miiny analysts frequently talk 
about Pakistan's annual flscal deficit, and 
the IMF insists that it must he reduced from 
the currently estimated 6.3 per cent of the 
GDP to 4 per cent by June this year (an 
irrational and ridiculous imposition, to say 
the least, and an impossibility, no doubt), 
what is often overlooked is the fact that the 
primary budget deficit has been negative for 
the last few years. What this means is that 
in terms of the simple revenuc/expenditure 
divide, if we exclude interest payments 
accumulated on past debt, then revenue, for 
the la.st three years, has been greater than 
expenditure. However, lest this fact result 
in an immediate cheer, it is necessary to point 
out that this positive balance over the last 
few years is not simply due to additions in 
revenue, but also due to larger cuts in 
expenditure. 

In thecurrent fiscal ycaralone, the original 
allocation for the annual development 
programme was reduced by 19 per cent from 


a mere Rs 105 billion to a dismal Rs 85 
billion, by the caretaker government of 
Shahid Javed Burki. As Biirki in a much 
cited aiticle himself confessed, “if this figure 
is finally realised. Pakistan would have scored 
another low in its economic history in terms 
of the proportion of gross domestic product 
committed to development”. In order to cut 
the fi.scal deficit and be tis close to the 4 per 
cent target proposed by the IMFandcndorscd 
by the caretaker government between 
November 1996 and February 1997, this 
year. 1996-97, Pakistan’s development 
expenditure will be no more than 3.4 percent 
of GDP, down from a peak of 9.3 per cent 
a little over a decade ago. More interesting, 
however, has been the contrast in the pattern 
of expenditure on development with that 
on defence since 1980. Over the period 
1980-90 when a military dictator ruled 
Pakistan for much of the decade, defence 
expenditure averaged around 6.5 per cent of 
GDP, with development getting 7.3 percent. 
Currently, development receives less than 
half of what it gut in the 1980s, and receives 
only 3.4 per cent, while defence receives 
almost 6 per cent. Hence, the composition 
ofgovcrnment expenditure is acrilical (actor 
overlooked by those who advocate its 
reduction. 

If the question of the debt burden is to be 
considered, thi fi.scai deficit forms an 
important part of the equation. And, if the 
fiscal defleit is of importance, then we must 
examine the nature and the prodtictivity of 
government expenditure, not simply its 
level or even the size of the deficit. This 
is the first factor ignored when issues of 
public debt are debated. To rc-emphasise 
the point, we argue that it is not Iwrrow- 
ing as such which is the problem, but the 
use made of the borrowed money. The argu¬ 
ment is valid both for domestic and foreign 
loans. 

The problem then, is not totell government 
to reduce its spending, as the IMF insists all 
governments should do at all times, under 
all circumstances, nor even the matter that 
governments try their utmost to raise taxes, 
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as has been the case with ever-increasing 
taxation in Pakistan in the recent past, but 
what is imperative is that government 
expenditure be productive. The essential 
and minimum requirement is the need to 
hold government accountable for spending 
productively. One of the many reasons 
why Pakistanis refuse to pay taxes is that 
they feel cheated by government, in that 
they feel that their contribution to the 
exchequer is being squandered away. Peo¬ 
ple may agree to pay more taxes only if 
they felt that their money was being used 
productively. 

Another important caveat to the debt 
burden issue linked to the efficient and 
productive use of expenditure, is the 
relationship between borrowing and growth. 
If the real rate of growth of the economy 
is greater than the real rate of interest at 
which government borrows, the problem is 
not a serious one at all. If economic growth 
can be sustained at around 7 to 9 per cent, 
a number of probiems which persist in the 
economy and are related to the debt/deficit 
issue will cease to exist. Firstly, a higher 
growth rate should generate a higher level 
of revenue to the government, both from 
direct and indirect sources. In fact, this is 
one of the assumptions which is inbuilt into 
the economic revival package prime minister 
Nawaz Sharif announced last week. 
Secondly, the government can continue to 
borrow as long as the differential between 
the rate of growth and the rate of borrowing 
remains positive. Finally, higher growth may 
generate more investable funds for the 
economy, possibly also lowering the interest 
rate. In ail this, a check by government on 
prices and on interest rates would be 
extremely useful as well. 

It is unlikely that all of Pakistan’s debt will 
ever be retired, and what needs to be put in 
focus is the current fiscal deficit, and 
particularly, the use made of government 
spending each year. Nevertheless, the large 
amount of accumulated debt in the past cannot 
be ignored, and it is essential that an 
evaluation be made of the use to which loans 
taken in the past have been put. Much of 
fiscal policy in Pakistan, which has resulted 
in the high debt in the first place, has been 
ill-conceived, impractical and downright 
irresponsible. Current proposals for reducing 
part of the debt, such as debt-for-equity 
swap, privatisation proceeds set aside for 
this specific purpose, and the use of the 
begging bowl, may make a small dent in the 
amount of debt outstanding. However, so as 
not to make the same mistakes again in the 
future, those responsible for creating the 
problem in the first place must be held 
accountable. This is the bare minimum for 
the success of any long-term viable economic 
reforms package. The rest is mere window 
dressing. 
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PERSPECTIVES 


Left Cultural Intervention 
Perspectives and Practice 

KNPanikkar 

A democratic culture is not given but has to he created through a 
conscious process which would enable the participation of different, 
classes in common cultural eitdeavours. Despite the existence of 
contradictions between these sections, culture is a domain in which 
they could and have engaged in the creation of secular consciousness. 


AMONG the community of cultural activists 
in India, a substantial section, either belongs 
or is sympathetic to the Left in terms of 
commitment and vision. Yet, it is paradoxical 
that its presence and influence in the cultural 
domain is marginal,dcspite.somcoutstanding 
i individual and organi.sed group efforts. It 
raises a variety of questions about the Left 
cultural perspectives and practice in the 
rapidly changing situation in India. An open 
discussion about the nature, .scope and possi¬ 
bilities of Lef t cultural intervention is there¬ 
fore welcome. The recent critique of the role 
of SAHMAT as a Left cultural organisation 
affords an opportunity for such a di.scussion. 

The Left cultural intervention is funda¬ 
mentally political in character. It is progres¬ 
sive because of its political perspective which 
IS both transfonnaiory and emancipatory. 
Central to the Left cultural activity is the 
question of how to be integral to such a pers¬ 
pective and how to conceive and opera¬ 
tionalise the relationship between culture 
and politics. 

Marxist Metiioo 

This question is best understood in the 
context of the Marxist paradigm of base and 
superstructure relationship. The departures 
ftum adctcrministic view ofthis relationship, 
advocated by Engels and developed 
subsequently by others, also nccc.ssitatc an 
enquiry into the relationship between 
different elements of the superstructure. The 
primacy attributed to politics in the 
superstructure not withstanding, the 
mutuality of difl'ercnt elements within it is 
at the heart of the relationship, in fact, it is 
inherent in the basic philo.sophy of Marxism 
of whichdialectics form the central principle. 
The relationship between various 
supcrstructural elements therefore can neither 
be understood nor analysed in isolation from 
each other. An implication of this is that 
culture and politics draw upon each other 
as well as sustain and enrich each other. 

Left politics is essentially concerned with 
the creation of consciousness which would 


enable a radical transformation of society. 
The generation of such a consciousness is 
indeed contingent upon “the language of real 
life” which is the material activity and 
material intercourse of men. In other words, 
the “languageof real life"does not materialise 
automatically, but is created by active human 
intervention. History, Marx said, “does 
nothing, it possestics no immense wealth, it 
wages no battles. It is man, real living man 
who docs ail that, who possesses and fights; 
history is not, as it were, a person apart, using 
man as a means to achieve its own aim.s”. 
Marx rurtlierempha.siscd the roleof man when 
he .said that “to be radical is to go to the root 
of the matter. But for man the root is man 
himself’. Thcthcorciicnl and practical impli¬ 
cations of this idea are firmly embedded in 
tliehisturyufdcvcIopmcntofMarxistthought 
and practice, which among others, advanced 
the idea of the concrete as “the ensemble of 
many determinations” as Maurice Dobb did 
in his influential article, “nte role of the 
Economic Factor in Historical Materialism'. 

Marxist Cultural Perspectives 

Marxist cultural perspectives have 
generally followed two approaches: 
instrumentali.si and transformatory. The 
fbrmcris primarily influenced by immediate 
political needs, particularly its mobilisational 
strategies. In this perspective culture is a 
vehicle to communicate political message. 
The cultural fronts organised by the 
communist movement in the I93()sand 1940$ 
unambiguously cxpre.sscd this political 
intent. Both the Progressive Writers 
Association and the Indian People's Theatre 
Association underlined this dimension. The 
IPTA stated categorically that it seeks “to 
make of our arts the expression and the 
organiser of our people’s struggle for 
freedom, economic justice and democratic 
culture’’. This aim ia indeed unexceptionable 
from a radical point of view but it tends to 
define the relationship between politics and 
culture in a way that obscures their mutuality 
and privileges the former. 


However beneficial instrumentalism is for 
the advancement of radical politics, the 
relationship between politics and culture it 
brings into being is quite restrictive and does 
not necessarily lead to an inter-penetrative 
process. It is useful at this stage to make a 
distinction between instrumentalism and 
integration. Integration rc.sults in oiganic 
and creative relationshipand is thus mutually 
complimentary and transformative. 
Instrumentalism.on the other hand, is largely 
a one-way process. 

In.strumentalism is easier to practice and 
likely to yield quick political rewards. As 
a result, in.strumentalist approach became 
quite dominant during the early phase of the 
progressive cultural movement. Literature 
and theatre of this period focused on class 
relations and class struggles and fulfilled the 
function of a subordinate ally of politics. 
Influenced by this perspective, cuftural 
productions did not look beyond injecting 
new content into existing forms in order to 
convey the message of radical politics to 
larger sections of the population. The 
‘powaddas’ in Marathi and ‘burrakathas’ in 
'Tclugu narrated stories reflecting the 
conditions of the working class and the 
peasantry. So efid the plays in Malayalam, 
Paiahak/ii (Rent Arrears) and Ningalenne 
Comimumiald (You Made Me a Communist). 
Such examples arc present in .all regions of 
the country. As E M S Namboodiripad has 
observed, they “helped the development of 
the organised working class and peasant 
movements”. 

Instrumentalism, however, was not the 
sole perspective of the early Left cultural 
movement. Transformation of the existing 
cultural consciuusne.ss was also its avowed 
objective. For instance, the manifesto of the 
Progressive Writers' Association had rejected 
passivity and unreason and had .sought to 
usher in change and rca.son. The IPTA, on 
the other hand, has set out to re-interpret, 
adopt and integrate the rich cultural heritage 
with “the mast significant aspects of peoples’ 
livc.s” and thus to develop a democratic 
culture. This perspective was concerned with 
the transformation of the existing cultural 
consciousness into a radical democratic 
consciousness. 

It should beevident that the instrumentalist 
and transformatory dimensions of Left 
cultural engagement are closely interlinked. 
Culture cannot help advance radical politics 
unless it reaches out and transforms new 
areas in the existing consciousness. In other 
words, thesuccess ofthe Left cultural practice 
partly depends upon its ability to claim new 
cultural areas and imbue them with new 
meanings. It is possible only if cultural 
activity has certain relative autonomy and 
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does not appear as direct adjunct to politics. 
An integral and organic relationship between 
politics and culture becomes impoftant in 
this context, as it would entail mutual 
influence and relative autonomy without 
subordinating one to the other. That alone 
can contribute to a creative relationship 
between politics and culture and thus usher 
in a democratic culture. Most of those who 
have recently commented on the activities 
of SAHMAT do not seem to go beyond an 
instrumentalist view which in turn has 
influenced their understandingofthedifferent 
and arguably complex ways in which 
struggles for a secular-democratic culture 
are to be waged in contemporary India. 

Towards Secular-Democratic Culture 

Culture is an important locus of domination 
and resistance in a class society. Cultural 
impositions and cultural exclusion are part 
of the ruling class strategics to ensure and 
perpetuate domination. While the former is 
ideological, the latter is oppressive. The 
peopledeveloptheirowncultureoulsidethis 
privileged and exclusive domain which is 
not only their source of pleasure but also 
forms a part of their armory of resistance. 
These different forms and practices based 
on class division do not remain forever 
sharply demarcated; long history of encullu- 
ration results in blurring the barriers. Yet. 
a common cultural field in which all can 
participate without class distinctions was 
very restricted, if not altogether absent. Is 
it necessary to perpetuate this historical legacy 
or is it necessary to transgress this legacy 
for the creation of a secular-democratic 
culture? 

Writing about national people's culture 
E M S Namboodiripad has pointed out as 
early as 1955 the importance of bringing 
together artists and intellectuals drawn from 
the upper classes and the worker-peasant 
artists and writers. This, he had argued, will 
give rise to a really national culture - “a 
culture in which the humanism and pro¬ 
gressive outlooks of the trained intellectual 
joins the as yet undeveloped talents of the 
worker-peasant millions to bring about the 
intellectual and spiritual advancement of the 
entire nation.” E M S was underlining the 
significance of a united front of cultural acti¬ 
vists so that the ruling classes do not uni ver- 
salise their culture as national culture. A 
further step in the creation of a democratic 
culture is what Antonio Gramsci suggested 
- wresting the class privilege of culture. No 
form or practice of culture extant in society 
any longer remains an exclusively privileged 
domain of any class, evenif it had historically 
so evolved. Alt such forms and practices 
could besocialised to become part of a demo¬ 
cratic culture. Safdar Hashmi whose brutal 
murder occasioned the birth of SAHMAT 
appears to be sensitive to this possibility. 


He had said; ”lt is absurd to speak of a 
contradiction between proscennium and 
street theatres. Both belong equally to the 
people”. 

The above propositions are particularly 
pertinent in the context of the contemporary 
cultural situation in India, besieged by 
communalism and globalisation. The com¬ 
munal intrusion into the domain of culture 
anditsefrortstoe.stablish on identity between 
Hindu religious culture and national culture 
poses a great threat to the secular republic. 
The Left can challenge it only through inno¬ 
vative methodsofeascn^lingasecular-demo- 
cratic culture an extension and elaboration 
of what E M S suggested in 1955. 

A democratic culture is not given, but has 
to be created through a conscious process 
which would enhble the participation of dif¬ 
ferent classes in tximmon cultural endeavours. 
Secular action against communalism, by and 
large, transgresses class divisions - from the 
proletariat, the intelligentsia and even some 
sections of the capitalist cLtss. Despite the 
existence of contradictions between these 
sections, culture is a domain in which they 
could and currently do engage in the creation 
of secular consciousness. Given the manner 
in which communal forces arc seeking to 
appropriate culture, the elite-people 
dichotonomy loses much of its edge. 
Communalism cannot be conironted by the 
Left presence in Mangolpuri and .Shahibabad 
alone; it is equally important to be at Mandi 
House and Shivaji Park. It is time to look 
beyond tokenism and ritual. 

This is equally true of resistance against 
the cultural onslaught of globalisation. The 
methods already used by various groups of 


India, including physical aggression,' have 
not only been very effective, but some of 
them have also proved to be counter¬ 
productive. It is neither possibienordesirable 
to exclude all cultural artefacts from outside. 
What is needed is the right and ability to 
choose. It cannot be achieved without political 
will, but cultural confidence and solidarity 
aieequally crucial. The latter largely depends 
upon the re-invigoration of indigenous 
culture and appropriation of the varied 
cultural platform exists which would bring 
cultural activists together and thus create a 
sense of cultural solidarity. 

Both the LTiticsanddefendersofSAHMAT 
agree that during the last eight years it has 
provided a platform for secular and 
progressive artists and intellectuals to express 
their concerns about some of the burning 
issues of our society. The differences of 
opinion about its means and methods 
notwithstanding, there is no denying the fact 
that it produced a new climate of cultural 
activism. In Jan Utsav in Mangolpun. workers 
and the unprt vileged discovered theircultural 
potential in the company of middle class 
artists. So did the taxi drivers in Mumbai. 
The musicians, dancers and actors invoked 
the Indian .secular tradition, year after year, 
in all its complexity and variety from the 
platform of SAHMAT. 

Safdar Hashmi had dreamt of a cultural 
movmcnt. A movement, unlike a group, has 
greater resilience, openness and accommo- 
dativeabilily.ltcoulcJbringactivLsts together 
and mobilise thcirtalents, but without binding 
them toit. Hie platform SAHMAT provided, 
as reflected in its activities, very closely 
approximates to this concept. 
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REVIEWS 


Globalising a Fractured Economy 

Anindya Datta 

India’s Economic Policy: Preparing for the Twentyfirst Century by Bimal 
Jalan; Viking/Penguin Books, New Delhi, 1996. 


BIMAL Jalan's new book deals with “some 
of the economic policy challenges before 
India in the years ahead” and is more 
specifically focused on the liberalisation of 
the Indian economy orthc policy of economic 
reforms launched in 1991. In leading up to 
this, the author ft rst provides a sketchy outline 
of the hitherto failed mission of India’s 
economic development and then highlights 
some of the compulsions weighing heavily 
on the policy-makers today, in doing .so, he 
has composed .some of the strongest .sections 
of the book. 

In the introductory chapter Jalan writes. 
“After forty years of planning. India remains 
a very poor country. It is near the bottom 
of the league table of nations in terms of 
income per capita. Nearly half its people arc 
illiterate and almost the same number do not 
have enough to eat.” In a later chapter on 
the .social sector he elaborates further. “Tlie 
Human Development Index (HDI) is a 
composite of three basic components of 
human development; life expectancy, 
literacy, and standard of living. It is believed 
to be a mure comprehensive measure of 
progress than only per capita income orGNP 
figures. According to this index, India's rank 
in 1992 was 135 among 173 countries of the 
world...The HDI for India (0.38) was close 
to that of Ghana. Haiti or Nigeria. It was 
much worse than that of China (0.64), Korea 
(0.86), Mexico (0.80) or Malaysia (0.79). 
What is even more disturbing than the low 
absolute level of the HDI for India is the rate 
of change over time. Between 1960 and 
1992. the HDI for India increased from 0.21 
to only 0.38 - an increase of 17 points over 
32 years. Over the same period, the HDI for 
all developing countries increased by 28 
points (from 0.26 to 0.54), which was 
substantially higher than that of India. China’s 
HDI improved by 40 points, and in Korea 
and Malaysia, the increase was as much as 
46 points’...On any indicator of social well¬ 
being, be it adult literacy, infant mortality, 
maternal mortality; life expectancy, and 
gender bias between men and women, India 
ranked among the bottom one-third of 
countries in 1992”. 

Jalan’s portrayal of India’s public sector, 
which was suppo.scd to work as a lever to 
push the economy forward, is equally 
disturbing. He writes, “The two pillars of our 
old economic policies were ‘protection’ and 


'public sector’...After some initial success 
both a.ssumptions have proved to be 
wrong...Dcspitc the vast expansion of public 
ownership, government budgets, both at the 
centre and in the .states, are close to 
in.solvcncy”. Again, “During the period 1960- 
75, total public sector borrowings (including 
govemntent) averaged 4.4 per cent of GDP. 
These increased to 6 per cent of GDP by 
1980-81, and further to 9 per cent by 1989- 
90. Thus, the public .sector, which was 
suppo.scdtogcncrate resources forthe growth 
of the rest ol the economy, gradually became 
a net drain on the society as a whole...T!iis 
situation could he halfway tolerable if public 
cntcrpri.scs were functioning effectively in 
physical terms, and commercial losses were 
due to subsidies for the poor. But this is not 
the ca.se. Most of these enterprises operate 
at levels of physical efficiency which arc 
lower than similar enterpri.scs in developed 
as well as developing countries”. Yet. “Over 
tunc, there has been a vast expansion of the 
central government, which now has nearly 
3.5 million employees. This com()arcs with 
a total employment of about 4.5 million per¬ 
sons in manufacturing in the private organised 
sector...Stale governments have also ex¬ 
panded enormously. They now employ 72 
million persons, which is close to the total 
employment in the entire private organised 
sector, including construction and .scrvicc.s”. 

Thc.se arc strong indictments, but Jalan 
docs not provide convincing clues as to why 
the two pillars of ourold economic policies, 
protection and public sector, hud some “initial 
success”, why they failed thereafter, why 
they arc not amenable to reforms themselves, 
and why their replacement by the so-called 
“Washington Consensus’ may not in the end 
turn out to be like jumping from the frying- 
pan into the flie. While .strongly advocating 
the removal of the many barriers to trade, 
Jalan suddenly turns around and tucks into 
the end-of-chapter notes a substantive 
statement like, “Removal of anti-trade bias 
from industrial policy is not the same thing 
as ’free trade’ in the classical .sense. All 
countries intervene in trade through tariff 
and non-tariff measures, and provide special' 
incentives for their exports”. Again, while 
largely glassing over the hazards of opening 
up the economy, he delivers a minor shock 
by saying, “In an era of volatile exchange 
rates and variable interest rates, in some 


place or the other, an occasional crisis of the 
Mexican variety is unavoidable” (p 122). 

Jalan’s balancing acts have often much to 
commend themselves. He welcomes the 
recent shift inemphasis from lorcign ponfolio 
investment toforcigndircctinvestment (FDD 
and points out that the former tends to cause 
more volatility than the latter. As protection 
against similar volatility infecting FDI. he 
disapprovesol ciipital account convertibility. 
Here his position is quite at variance with 
that of much of the business lobby (wlio 
engage i n massi vc uiulcrin voici ng of exports 
and overinvoicing of imports in any case) 
as well as that of the last finance minister. 

Whatisthis ’WashingtonConsensus’ Jalan 
accords his overall approval to? The term 
was coined by John Williamson of the 
Institute of International Economics in the 
U.S to represent a .set of 'good' economic 
pol icics which won general agreement among 
various powerful institutions in Washington 
like the l),S government, the World Bank, 
the IMF and various think tanks. It has now 
come to represent “stabilisation and .stniciural 
reform policies recommended by these 
institutions to developing countries as part 
and parcel c^f their loans' conditionalities”. 
On domestic policies, it strongly favours 
’‘immediate markctisalion, wholesale 
privatisation and a sharp reduction in a 
government’s fi.scal deficit”. With respect to 
the external .sector, it favours “uninhibited 
trade with low or zero tarifis and tlcxibje 
market determined exchange rates, and 
current and capital account convertibility". 

Jalan fiist acknowledges the Procrustean 
nature of the Washington approach, but 
cvenlually he has the lollowing to state, 
“Fortunately for India, in the past, both the 
pace of reform and the coiitcnt of the 
stabilisation programme were generally 
consistent with what could be considered 
politically and siK'ially tolerable’’. El.sewherc 
also he says. "A further reduction in tariff 
levels, thcrelore, can take place without 
endangering the balance of payments or 
leading to a fall in domestic output (as was 
the ca.se in certain countries of Africa and 
Latin Amenca in the past). At the exchange 
rate of nearly Rs 35 to a dollar (in December 
1995), domestic output is unlikely to be 
displaced by imports except in ca.ses where 
value added, at world prices, is very low or 
negati vc”(p 99). Further, "At present, India's 
foreign direct investment regime is 
comparable to those in the more open, 
economics. It is more liberal than that of 
Korea nr China, hut more rc.striclive than in. 
Malaysia or Indonesia” (p 128. note 14). 

Between these statements it is not always 
easy to d i.scern the prcci sc contours of Joi an' s 
thought. I n development economics it is well 
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established now that the initial conditions 
in agricuiture shape the future course of 
development in a less developed economy 
in a profound way. An agricultural sector 
developed along egalitarian lines permits the 
simultaneousatiainmcnt of growth and equity 
in several ways. It permits high labriur- 
absorption both in the agricultural sector and 
in the industrial sector, to start with. This 
is because egalitarian development of agri¬ 
culture moves more towards land-saving 
technology than labour-saving technology, 
thus preventing what Fei and Ranis call^ 
'premature migration’ from the runil sector, 
and also provides a wider and deeper home 
market for labour-intensive mass con¬ 
sumption products which in its turn allows 
the industrial .sector to be more labour- 
absorptive in the primary import substitution 
phase and to maintain high employment 
even beyond. 

The width and depth of the home market 
for mass consumption products has special 
importance for large, densely populated 
countries and its absence in India made her 
import .substitution phase quite inelTcciual 
from the point of view of the economy as 
a whole. Jalan refers to George Biyn’s 
estimate according to which per capita 
availability of food in India actually dec¬ 
lined by as much as 29 per cent prior to 
independence between 1911 and 1941. But 
colonialism docs not come to a country like 
measles once in a life-time, following which 
the patient develops immunity against it. 
Colonialism cau.scs deep fissures in a 
colony’s economy. Where there was a 
complementarity between agriculture and 
indu.stry, a rupture developed, and in the 
post-independence Indian economy this 
rupture was never repaired to .set the 
agriculture-industry interdependent procc-ss 
of development working. The thwarted 
development of the home market led to the 
'stmeturai retrogression’ of the mid-l960.s 
following which Indian industry took a 
particularly capital-intensive turn, with 
attenuated linkage to agriculture. The 
situation has come to such a pass that now 
output growth III neither industry nor 
agriculture creates much employment. 

Jalan misses this central fact and places 
almost exclusive cmpha.sis on the rale of 
growthof the economy for reducing poverty. 
He observes the dysf^unctional stale of the 
economy, but mis.scs itsdeeply fractured and 
dislocated anatomy as the root cause. He 
does take his stand against capital account 
convertibility, but in his general emphasis 
he seems to be only vaguely aware of the 
enormity of the risk involved in hitching the 
fractured Indian economy to the global casino 
economy - the possibil ity that it may further 
dislocate the interrelationships between the 
different segments of the population. How 
can one overlook, fc example, that 


speoHation in currencin bos become ttxlay 
the dominant economic activity far 
outstripping the global output of goods and 
services? The ratio of foreign exchange 
transactions to the volume of world trade in 
goods and .services has jumped from 10:1 
in 1983 to 60:1 in 1993. 

Jalan shares the faith in the inflow of 
foreign investment raising dome.stic saving 
and invc.stmcni. However, recent work [Dhar 
and Roy 1996) based on World Bank and 
IMF data for 1975-93 relating to 16 
dcvclopingcoiintrics has led to the following 
conclusions: 

(1) For most countries experiencing positi ve 
net flows on FDI. there are only weak 
associations between FDI and domestic 
savings behaviour. Three countries do not 
follow this trend. Thailand and Turkey have 
a strong positive relationship. In case of 
Korea the relationship is negative. 

(2) The observed relationship bctwi^n FDI 
and investment varies signiflcantly acro.ss 
countries. The correlation coefficients are 
found to be positive and signiflcani for only 
six of the 16 countries. 

Jalan acknowledges theimporianceof food 
security and iscautiousonlibcrali.sing foreign 
trade in agricultural commodities, but docs 
not cite any international cxampicof disaster. 
Mexico could have provided an instructive 
example. Mexico was the pioneer in high- 
y icidi ng wheat varieties and achieved a green 
revolution in the 1960s, but she lost her food 
.sclf-sufflciency in 1970s when debt-induced 
liberalisation led to ma.ssivc efforts at 
agricultural exports, displacing foodgrains 
hy other cxpoitablcs and turning the northern 
provinces of the country into an appendage 
of the US market. In spite of increased 
agricultural exports, by 1974the agricultural 
scctorin Mexico became a net loscrofforcign 
exchange as imports of foodgrains (wheat. 
niai/.c and beans) had to be incrca.sed. Over 
time this led to further di.saster when prices 
of tropical cxporlahlcs declined relative to 
wheat, inaii^e, etc, impoticd from Canada, 
US. etc (Patnaik 1996]. 

In spite of the massive failures of the state 
in bringing about all-round economic 
development of the country. Jalan maintains 
the wi.sdom of Retaining the role of the .state 
in some areas. However, he does not 
systematically draw any lessons from the 
specific experiences of even the so-called 
success stories of development in cast Asia. 
It is well known now that there is a very tell¬ 
tale similarity in the phases of the trade 
regime through whichJapan.South Korea and 
Taiwan passed in the course of thei r develop¬ 
ment. In each ca.se import-sub.stituling 
industriali.sation (ISI) in labour-intensive 
manufactures of foreign design was followed 
by export of the same class of goods to cam 
foreign exchange for more technologically 
complex and scale-intensive imports, leading 


next to a secondary ISf phase centred on 
reducing such imports, followed again by 
exporting from this ISI set [Fei, Ohkawa and 
Rants 1985]. in the case of the east Asian 
success stories, eflective development has 
relied on both market forces and public 
policies and government intervention. In the 
Latin American context O'Donnell found 
and David Felix (1989) highlighted the 
genesisofthe bureaucratic-authoritarian state 
in the need to propel industrialisation through 
the ‘hard’ second phase of ISI. The ’easy’ 
pha.se, during which the leading industries, 
predominantly con.sumer non-durables, are 
neither scale nor capital intensive, is 
compatible with populist policies that 
broaden the market for such goods. ISI must 
then shift to intermediate and capital goods 
which is the ‘hard’ pha.se because these 
products arc generally scale and capital 
intensive, require larger finance and involve 
higher production and market risks. 
Removing populist obstacles to higher rates 
of capital accumulation entails dcpoliticising 
the working classes and the peasantry; and 
drawingin international capital to help propel 
the dependent capitalism of Ihc newly- 
industrialising country through the 'hard' 
phase without smothering the national 
industrial bourgeoisie requires sophisticated 
bureaucratic intervention. Although, this 
explanation was developed in Ihc context of 
Latin America, .some of its elements may not 
uppeartoounfamiliarlous in Asia. Changing 
this scenario in its form and content would 
need .state crafi of a high order. When the 
‘hard’ pha.se arrives in a country like India, 
the question may be whether Ihc drift to 
oligarchical degeneration will continue or 
progressive democratic forces will take the 
initiative to forge a prodticlion-oricnlcd 
Social Contract all along the line striving to 
overoome the legacy of our deeply fractured 
habitat. Between the market economy zealots 
and the public sector bigots there should be 
ample space to strive for such a goal. 
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Misuse of ^Muslim Identity’ 

Irfan Engineer 

Indian Muslims since Independence hy Omar Khalidi; Vikas Publishing House. 
New Delhi, 1995; pp xii+246, Rs 295. 


THE Sangh parivar ha-s always targeted the 
largest religious minority orthc country, viz. 
the Muslims, and called it a pampered 
community. They have time and again 
attacked the entire Muslim community by 
creating its stereotyped image. ‘Muslim 
identity’ generated by the stereotypes is then 
proclaimed tobeeisscntially anti-Indian (read 
anti-Hindu). The communal leadership of 
Syed Shahabuddin, Owaisi, Banatwala. ct 
al, also have politically exploited such a 
construction of a distinct Muslim identity. 
Their dispute with the Sangh parivar is not 
onthecxistenceornon-exi.stenceoraMu.sliin 
identity but that the Muslim identity is not 
detrimental to the national interest. 

Members of the community itself, 
including the overwhelming majority ot 
toiling masses, have been by and large silent 
spectators whenever a section of leadership 
hasexploited communal and emotional issues 
to further strengthen the Muslim identity - 
and their own political leadership with it. 
Occasionally some of them even took to the 
.streets, as during the agitation that followed 
the Shah Banojudgment and SaUmic Verxex. 
Thedemolitionof Bahri masjidon December 
6 . 1992 and the communal holocaust that 
followed brought into sharp focus .some of 
the problems afflicting Muslims and their 
socio-economic status. There was intense 
introspection within the community, 
e.specially amongst the .socio-cconomically 
backward and toiling Muslims. The 
introspection also led toquestion as to who.se 
interests arc advanced by the construction 
of a homogeneous ‘Muslim identity’. The 
backwards (‘ajlaD amongst the Muslims 
are realising that they have been taken for 
a ride by their ‘ashraf leadership (those 
who claim noble and/or upper caste origins 
and constitute barely 10 per cent of the 
community). 

The liberals within the community on the 
other hand have always laid stress on the 
socio-economic backwardness of the 
overwhelming majority of the community 
members asthc main problem of the Maslims. 
They, therefore, strc.ss working for the socio¬ 
economic upliftment of the community while 
being oppoited to political exploitation of the 
.Muslim identity. Diicto the influence wielded 
by the communal leadership with the ruling 
political parties and .state power, they could 
overawe the Muslim masses and the liberal 
leadership remained weak but persistent. 
After the demolition of Babri mtujid. the 
limits and weaknesses of the communal 


leadership were visible and the community 
started thinking alresh on many issues. The 
community was now prepared to listen to 
the liberals al.so, leading to a process of 
‘samudra manihan'. 

The book under review is a poor addition 
to the debate and litcniture generated in post- 
1992 pcrirxl. The author ends up restating 
the view that the Muslims are discriminated 
in all Helds - in employment, in education 
as well as in political representation. This 
view has not been disputed even by the 
Sangh parivar. The well known conclusion 
of di.scrimination against Muslims is arrived 
at with the help of secondary data derived 
from 1981 Census, from the Copal Singh 
Committee on M inorities (1982-8.^) and NS.S 
Surveys (43rd Round, 1987-88). Even for 
the first edition of the book published in 
1995, these were not fresh data. The second 
edition published in 1996 docs not carry any 
rcvi.scd data. The old data are not u.scd by 
the authortoprovide any new or fresh analysis 
of the situation. The liMKtk in fact docs not 
go much beyond stating that Muslims arc 
discriminated agai nst. In-depth and object) VC 
analysisofcauscsofihe poor socio-economic 
status of the nicmhers of the community is 
not the strong point of the book. 
Di.scrimination against this largest minority 
is not the only cause of its socio-economic 
backwardness. Their lower status is also 
because of thcii exploitation as artisans, 
hawkers, labourers and pursuers of other 
traditional occupations. But that docs not 
bother Khalidi who is more concerned about 
the discrimination priictiscd against the 
aflluent sections of the community. The 
ashraf leadership of the community c.scupes 
the critical scrutiny of the author and is 
even patted on the back for its able leader¬ 
ship ot this still predominantly backward 
community. 

The author displays his pro-coninuinai 
leadership bias. He even weakly spells out 
the ideology of Muslim communal identity. 
In spite of the author’s pro-communal bias, 
he carefully avoids going into details on 
issues like Muslim personal law which have 
been politicised andexploitcd by the Muslim 
communal leadership for its political 
purposes. In fact Khalidi discusses the 
political stmtcgics employed by the Muslim 
leadership without mentioning the issues 
around which the political mobilisation of 
Muslims is sought. 

The intrtKiuctory chttptcr in 10 pages not 
only introduces the subject but also briefty 


glossesovcrthccthno-linguisticandscctanan 
divisions within the community. However, 
giving very weak rca.sons, Khalidi makes it 
clear that his study excludes non-Urdu 
speaking Mu.slims. This is in consonance 
with his communal stance, as the Muslim 
communal leadership has always voiced the 
concents of the elitist Urdu-speaking ashraf 
of north India who constitute a micro.scopic 
minority within the community hut claim to 
speak on behalf of the entire community. 

Khalidi also mentions the dellcicncies of 
what he feels is an otherwise secular 
Constitution. Tltc deficiencies are nothing 
but the agenda ol the Muslim communal 
leadership and penain to the chapter on 
Directive Principlcsof Stale Policies-Article 
44 (uniform civil code) and Article 48 (ban 
on cow slaughter). He further stales that the 
goal of minority politics is to brulgc (his gap 
in the Consiilution and feels lltcre is complete 
unanimity at least on this goal. The author 
is either ignorant ol the debates on (he issue . 
u(id other points of view in (he community 
or deliberately suppres.scs them to avoid 
joining issue with othci points of view and 
to create the impiession of a homogeneous 
community with homogeneous goals. Khalidi 
could not be ignorant that many prominent 
scholars and activists and even political 
leaders have expressed their ilcsirc to reform 
the personal law of Muslims to make it more 
gender ju.st in the spirit of the Holy Quran. 
The ‘minimal goal' of Muslim politics, on 
which there is supposedly ‘complete’ 
unanimity, is a figment of Khalidi's 
imagination. He is unable to quote any 
promineni Muslim loader who has objected 
to Article44and Arlicle4KoftheConstitution 
in support of his comcniion. in fact even the 
communal leadership of the Muslims has 
always shown eagerness to forgo (heir beef 
diet and agree to the ban on cow slaughter 
whenever il has suited Ihcni, right from the 
Khilafat movement in pre-independence 
days 

Khalidi similarly sets up a maxinuiin goal 
of Muslim politics. This time round he Ls 
careful to attribute the maximum goal to 
only a .section of the community .The alleged 
maximum goal is to spread the message of 
Islam and enforce Shariat. Whether opposing 
''i.scriniination against members of the 
community and working for upliftment of 
(he economically weaker and socially 
backward should come in the minimal or 
maximal goals is not clear. Khalidi docs not 
indicate whether this i.> on the agenda of 
Muslim politics at all. 

The chapter on communal riots reiterates 
some well known facts and attempts a p<x>r 
class! ftcation of (he reasons for communal 
violence. Khalidi feels that there were three 
blmxly pogroms against the Muslims which 
affected (he entire country. The first was 
after partition, the second followed “India’s 
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bloody take over of Hyderabad state in 
September 1948 (sic)” and the third was 
afterthedemolitionorBahri masjid. Without 
arguing at all or ()u«)ling proper sources. 
Khalidi tries to project that "India's bloody 
take over of Hyderabad state” triggered off 
an anti-Muslim pogrom all over the country. 
Witliout quoting any source. Khalidi states 
that during the ‘rath yalra’ of Advuni in 
1990,2,0()() people were killed and in 1989 
1,000 people were killed Khalidi then 
reproduces a table listing not-prone areas 
where communal riots lake place regularly. 
The list excludes Bhi wandi .ind Aiiningabad 
in Mahara.shlra. though it includes Akola. 
Amravati. Ahm.idnagar and other places 
This is just to give a sample ol his exclusions 
and inclusions 

Khalidi's third .ind lourih chapters arc on 
Muslims in the Indian economy and the 
educational backwurdne.ss ol Muslims. The 
decline ol Muslims in the economy is brought 
out quoting the 1987-88 siiivcy conducted 
by NSSO in its 4)id round Khalidi laments 
that Jhe gmen revolution left out Muslims 
as they had no capacity to invest, though 
actually it bcnclltcd the nch peasants among.st 
the Mu.siims al.so. 

Tlirough N.S.SO data. Khalidi. without 
contributing any tresh analysis, ti ics to show 
the backwardness of Muslims. The data 
reveals that 53 per cent ol urban Muslims 
arc self-employed and 16.7 percent Muslims 
work as casual laboiiiers Figtircsol Muslims 
insmall-scdleindustncs.themdustiialsccioi, 
working as artisans, in government 
employment and in the armed lorces arc 
given. Problems ol Muslims working as 
unskilled and unorgani.scd labourers aic 
mentioned in one line as “probably most 
pitiable”, withtmt describing what exactly is 
pitiable and the causes of this situation. 
Discussing Muslim educational back¬ 
wardness, Khalidi, (|uotmg again NSS 43rd 
round datti. tccis that Muslims arc not much 
behind Hindus in litciacy. While 55.3 per 
cent Hindu males and 75 per cent Icmales 
in rural areas arc illiterate. 58.2 per cent 
Muslim males and 76.1 per cent Muslim 
females in rural areas arc illiterate 42.4 per 
cent of urban Muslim males and 59.9 per 
cent females are illiterate compared to 25.3 
per cent Hindu mules and 42.2 per cent 
Hindu females. Khalidi atgucs that even in 
the medieval times, Muslims were being 
taught to rend and wiitc in the Madrasas 
while lower caste Hindus were denied 
education. He docs not give any information 
about how many Madrasas existed in which 
areas and how many Muslims had access to 
them. Khalidi feels that Muslims arc 
backward in education due to their economic 
backwardness together with the fact that the 
textbooks betray bia.scs against the Musli ms. 

In the next chapter, Khalidi deals with the 
Urdu language and Muslim identity in India. 


Khalidi tries to argue, not very convincingly, 
that Urdu alone typifies the Muslim 
community and that it is the lingua franca 
of the Muslim community quoting the 1981 
Census. According to him Muslims alone 
have contributed for the growth of Urdu and 
he proceeds to list the discrimination against 
the language in various .states. 

The sixth chapter lists the usual prejudices 
against the Muslim community, viz, Muslim 
rulers enslaved Hindus and demolished 
temples, faster population growth, etc. 
Khalidi comes'down heavily on N T Rama 
Rao for invoking Hindu symbols in his 
political campaigns. In his penultimate 
chapter on political strategics, he is all praise 
tor Sultan Salahuddin Owaisi ol Majlis-i- 
Itichadul Muslimin (MIM) in Hyderabad. 
Accoiding to Khalidi.MIM’sstratcgy mainly 
has been consolidating Muslim votes, while 
the two major parties (TDP and Congress 
III ease ot the Hyderabad parliamentary 
constituency) fight tor and divide the i lindu 
votes Thus MIM has been able to extract 
substantial benefits for the community. The 
benefits listed arc Andhra Pradesh's 
M inoritics Commission, Minorities Finance 
Coiporation and the Urdu Academy, the 
■Society lor Employment and Training in 
Hyderabad and Secunderabad and the 
creation of Quii-Qutb Shah Urban 
Development Authority for the old 
Hyderabad city. Khalidi tails to mention that 
most ol the benefits li.stcd have eluded the 


poorer sections of Mmliihs. MIM isinfamous 
for its strong arm tactics which have 
ultimately benefited the builders and it also 
shares responsibility for the communal riots 
in Hyderabad city together with Hindu 
communal organisations. But this is ignored 
by the author who is a native of the city. 
Khalidi along with Owaisi is optimistic that 
the strategy employed by it is replicable 
elsewhere al.so. The othei strategies discussed 
by the author are the politics of non-partisan 
pre.ssurcgroups practi.sed by Muslim Majlis- 
i-Mushawarat. He however feels that 
Muslims need to give up the strategy of 
aligning with dominant political parties like 
Congrc.s.s which the community had adapted 
immediately after independence when there 
was indeed no alternative. The author 
however does not take pains to examine in 
how many constituencies the tactics allegedly 
used by MIM would succeed and in how 
many constituencies there are two strong 
contending parties whose divided votes 
would be less than the consolidated Muslim 
votes, even assuming that Muslims vote en 
bloc. 

At the end of each chapter, the author 
gives a fairly good bibliography. But the rich 
analysis m the sources mentioned tails to 
find any rellection in the book. The author 
reproduces well known facts about the 
Muslims without contributing any fresh 
analysis and without throwing any new light 
on the situation of the community. 
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SPECIAL ARTICLES 


Bangalore Public Sector Strike, 1980-81 

A Critical Appraisal 

I: The Settlements of 1973 and 1978 


Dilip Snbramanian 


The longest and costliest conflict in the history of the public sector in India, the Bangalore public sector strike 
of 1980-81 possessed a number of characteristics specific to it. The confrontation directly pitted the unions against 
the government and that too the central government which could deploy the full might of all the institutions of 
state power to smash the workers' resistance. This would have a decisive influence on the nature and outcome 
of the struggle. Secondly, even though generalised and massive, the strike was above all an affair of the leadership. 
Beyond a few symbolic agitations, the Joint Action Front made no serious attempt to draw the mass of workers 
into the struggle. This again would have an important effect on the distribution of power between the two sides 
during the course of the struggle. Thirdly, the strike remained, by and large, extremely peaceful despite the highly 
aggressive attitude of the government in the later stages of the conflict. Finally, this was the first time in the 
country that a collective leadership coming from different political horizons leading such a large strike and 
for such a long period. From start to finish, the workers’ representatives manifested a remarkable degree of unity 
and allowed no dissensions to trouble the organisation and co-ordination of the .struggle. 

The paper is divided into two parts. Part I, published this week, analyses the two .settlements that were concluded 
by the management and unions in 1973 and 1978 in the five Bangalore companies and BHEL - settlements that 
lay at the heart of the 1980-81 strike. Part II, to appear next week, is devoted to a review of the strike in all 
its multiple and varied aspects. 


IN December 1980, 1,25,000 public sector 
engineering workcrsin Bangui oreand certain 
other cities struck work. The bulk of the 
strikers came from five industries, BEL, 
BEML, HAL, HMT and ITI. and were 
organised under the banner of a common 
front, the Joint Action Front (JAF) which 
regrouped the principal unions in these indus¬ 
tries. The strikers wanted the government to 
honour the terms of a collective agreement 
whereby their wages would be brought on 
a par with those of workers in BHEL. 

The strike itself lasted for 77 days and 
ended in a bitter defeat for the unions and 
the workers. They were forced to return to 
work without the Indira Gandhi-led 
Congress(I) government having conceded 
any of theirdemands. But protests continued 
within the plants for a further six weeks, 
before climaxing in a 26-day long lock-out.' 
It was only after this event that a ftnal 
settlement was signed between managements 
and the unions, although the government 
still refased to concede their demand for 
wage parity with BHEL. All that it agreed 
to do was refer the parity question for 
adjudication to the National Industrial 
Tribunal. Today, 15 years after the end of 
the conflict, the matter is still pending before 
theSupremeCourt where both managements 
and the workers’ representatives have fded 
an appeal against the judgment delivered by 
the Industrial Tribunal in 1989.’ 

Like with most conflicts, the causes of the 
public sector strike were situated less in 
specific issues than in the institutional 


arrangcmcnis and ground rules, the forms 
of conventions as it were, elaborated by the 
Indian state and the unions to regulate collec¬ 
tive bargaining. The product of a mutual 
accord, objectified through u regular, well- 
dclinedprocessof negotiations, and enjoying 
both the advantagesof temporal stability and 
aspatially extensi vedomain of validity, since 
their applicability covered practically the 
cntirecountry, thccon ventions had structured 
the contractual relationship between the 
unions and the stale from the late 1960s 
onwards. 

This consensual relationship broke down 
when the state sought to uni laterally redefine 
the normative foundational principles upon 
which the conventions of wage bargaining 
in the public Sector rested. By taking the 
deliberate risk of violating a contract, 
knowing full well that this move could not 
but fail to provoke a confrontation with the 
unions, the Indira Gandhi government was 
making two unambiguous statements. First, 
it was dissatisfied with the terms and results 
of its existing arrangements with the unions 
since its overall policy priorities had under¬ 
gone a change. Second, it wanted to rcvi.se 
these terms so as to obtain improved results 
more in conformity with the new priorities. 

In that sense, the public sector strike was 
not so much a conflict that occurred within 
the prescribed rules of the game as a conflict 
that occurred over the very rules of the game, 
the fundamental process of ru Ic making itsel f. 
What was therefore at stake was the elabora¬ 
tion of a new set of norms that would define 


the future sha^ of the institutional structures 
of the industrial relations system in the 
Bangalore public sector companies. This, 
morethan anything else, we bclievc,cxpluins 
the intensity and length of the industrial 
relations crisis, with the conflict stretching 
for almost six months. 

(It is a slightly different matter that the 
conflict ended with a return to the status quo 
ante us the operative criteria employed for 
wage determination in the 1982 and 1986 
settlements plainly reveal. For rca.sons that 
would be too long lo analyse here, the same 
institutional arrangements and regulatory 
framework that had charucicrised public 
sector collective bargaining during the pre- 
strike era continued to dominate the post- 
strike pcritxl too. It was as though the govern¬ 
ment was content to merely administer a 
cha.stising but symbolic Ics.son lothc working 
class rather than derive any significant long¬ 
term policy benefits from their defeat.) 

Stilting this does not imply that workers 
were oblivious to the monetary gains that 
the St rugglc could fetch them, or that fi nanctal 
considerations did not weigh upon the 
government. But an inte,'pretatiun of the the 
public sector strike as just another wage 
strike would in our opinion be incorrect. 
Indeed for both sides, substantive material 
interests and fundamental procedural issues 
of rules - making new rules for the govern¬ 
ment; defending existing ones for the unions 
- were intimately interlocked. 

In a nutshell, under the old rules of the 
game the government had insisted on 
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maintaining a cenain degree of uniformity 
in wages and other material allowances 
among thedifferem public sector companies. 
First initiated in the early 1970s this policy 
remained operational during both the 197.1 
and 1977 round of wage negotiations. Salary 
levels negotiated at one public sector com¬ 
pany functioned a.s the ceiling or the “key 
bargain” which managements in other 
companies were not allowed to exceed. 

Though these wage standardisation 
measures which progressively became 
synonymous with wage re.straint were deeply 
resented by the unions, they (and manage¬ 
ments) were forced to accept the rcsirictions 
enforced by the government. Thus during 
the 1973 wage agreements, emoluments in 
the five Bangalore companies. BEL. BF.ML. 
HAL, HMTand ITI were aligned with those 
in BHEL. But following the 1977 wage 
negotiations when the time came to make 
similar adjustments between the Bangalore 
companies and BHEL in line with the terms 
of the bipartite agreement, the government 
refused to respect its contractual obligations. 
Wage fixation in the public sector, it argued, 
could no longer take place on the basis of 
comparison with what other companies in 
the sami industries hud received. Instead, 
salary increa.scs depended wholly on the 
performances of individual plants by way 
of productivity and profitability. 

In other woiris. the government was pro¬ 
posing a radical revision of the criteria 
traditionaily employed to determine wages 
in the public sector. From a policy of wage 
standardisation, it now wanted to sliift to a 
policy of linking wages to productivity, in 
the past. Its objective had been to eliminate 
wage disparities between different public 
sectorcompanics in tlic manufacturing .sector 
by adopting a common approach to the 
problems of remuneration. Now. it was not 
wage disparity but wage parity that it sought 
to eliminate by adopting an individualised 
approach to the same problem. Imposed ini¬ 
tially in the name of fighting inflation, wage 
restraint now would be Justitied on grounds 
of improving public sector cilTiciency. 

The longest and co.stliest conflict in the 
history of the public sector in India. Ihe strike 
possessed accrtainnumberof characteristics 
speci tic to it. The confrontation directly pitted 
the unions against the government and that 
too the central government which could 
deploy the full might of all the institutions 
- repressive, propaganda and judicial - of 
state power to smash the strikers' resistance. 
This would therefore have a decisive inllu- 
cnce on the nature and outcome ot the 
.struggle. 

Secondly, even though generalised and 
massive, the strike was above ait an affair 
of ihe leadership. Beyond a few symbolic 
agitations, the J AF made no serious attempts 
to draw the mass of woi Kers into the struggle. 


As sdKth, the involvement of the rank and 
flic was limited to staying out. TTiis again 
would have an important effect on the 
distribution of power between the two sides 
during the course of struggle. Thirdly, the 
strike remained, by and large, extremely 
peaceful, despite the highly aggressive 
attitude of the government during the latter 
stages of the conflict. 

Finally,this was the firsttimeinthe country 
that a collective leadership coming from 
different political horizons was leading such 
a large strike and for such a long period. 
Furthermore, from start to finish, the workers' 
repre.scntativcs manifested a remarkable 
degree of unity and allowed no dissensions 
to trouble the organi.sation and co-ordination 
of the struggle. 

Tliis c.s.say is divided into two parts. The 
first analyses the two settlement.^ that were 
concluded by managements and the unions 
in 1973 and I97S in the live Bangalore 
companies and BHEL- settlements that lay 
at the heart of the strike. In the process, we 
arc able to discern some aspects ot the 
decision-making process within the govern¬ 
ment and the bureaucracy. So besides the 
unfolding of bilateral negotiations, ftKus is 
also brought us much on the i ntcrplay between 
the Bureau ol Public Entcrpri.ses (BPE), the 
organ charged with formulating and 
enforcing the government's wagcdircctivcs, 
and the various ministries, as on the BPE's 
relationship with managements of the five 
companies in the implementation of these 
directives. 

Part two IS devoted to a review of the strike 
in all its multiple and varied aspects. Begin¬ 
ning with a narrative of the different phases 
of the strike, we shall consider the nature of 
the relationship between the leadership and 
rank-and-file, the organisation of the struggle 
and the types of agitations conducted, the 
involvement ol otherworkers' organisations, 
and the role of managements and the state 
government. We shall also examine the strate¬ 
gies adopted by the two principal prota- 
gaonists, the JAF and the union government, 
and the rationale behind the choice of thc.se 
strategics. This will mean defining the prin¬ 
cipal featuresof the industrial relations system 
that existed m the public sector, and which 
we believe determined the .strike leadership's 
behaviour throughout the conflict. 

Features oh Public Sector Collcxtive 
Bakoaining 

Before proceeding to examine the evolu¬ 
tion and contents of the two wage settlements, 
certain preliminary remarks outlining the 
salient features of the collective bargaining 
process in the Bangalore public sector indus¬ 
tries need to be made. In general, negotiations 
combi ned two levels, horizontal and vertical, 
since they took place both on an areawide 
and company or plant basis. 


The adoption ofagiven lormofbargaining 
structure, as different authors have shown, 
is intimately entwined with the nature of the 
prevailing powerrelationship between capital 
and labour. It is not something neutrai nor 
a response to technical considerations.' On 
the contrary, the choice of a bargaining 
)evel,''cven if no system is charactensed by 
a single level, can be explained by a strategy 
of control," the “relative possibilities of 
effective action”^ that a collective actor has, 
be it management or unton. 

Thus at the horizontal level, a local or 
city wide multi-employer bargaining structure 
existed, Ihe CunsultativeCommittceof Union 
Industries (CCUl) which regrouped 
managements of the five plants. Its 
homologue on the workers' side was Ihe 
various collective plalform.s that had been 
thrown up by the unions from the 1960s 
onwards. Initially confined to certain orga- 
ni.sations and certain plants, over time they 
were able to federate all the principal unions 
in the public .sector and could claim a truly 
representative character. 

It is important to note that the consolidated 
bargaining structures of the unions did not 
enjoy formal legitimacy of any sort. Despite 
being empowered by the individual union 
members to rcprc.sent and defend its interests, 
and despite being the locus of all impoitani 
decision-making, in none of their configura¬ 
tions did thc.se bodies ever .succeed in winning 
recognition from managements. As far as the 
latter wercconccriied, the official bargaining 
agents remained the individual unions. 

More or lc.s.s the same status applied to 
the CCUl which did to the multi-union 
.stractures. Playing the role of an intermediary 
or even a niidwilc, it helped managements 
determine their priorities and a common 
strategy, lacilitatcd Ihe fiow of negotiations, 
conveyed managements' positions to the 
government and vice versa and generally 
nursed the bargaining pruce.ss through to its 
conclusion. But the actual ratification of the 
agreement was left to each management. 

Equally, final approval of the settlement 
by the different administrative ministries 
was obtained individually by each manage¬ 
ments even where two or more plants might 
come under the purview of the same mi nistiy. 
In consequence, responsibility for ensuring 
the implementation of Ihe agreement's terms 
and seeing that these were respected were 
assumed entirely by individual managements 
and unions at the plant level, as opposed to 
an industrywideorinter-industry agreements 
where many of the 'policing' duties are 
taken care olT by a centrali.scd authority on 
both sides. 

Tliecxistcnccorthesc dual |x>wcr fulcrums, 
one, so to speak, de facto and ad hoc - the 
multi-employer and multi-union bargaining 
structures - and the other de jure and 
permanent - local managements and unions 


768 


Economic and Political Weekly April 12. 1997 



- automatically meant that negotiations 
occuned at two levels. For what the CCUl 
and the ci>llective fonims of the workers’ 
representatives negotiated and finalised were 
the broad parameters of the pay package. 
The range of issues that they dealt with 
involved things like the basic wage minima, 
the number and size of increments, rates of 
neutralisation of dearness allowance, and 
house rent allowance. Thereafter the task of 
woiking out the modalities of the agreement 
wasentnisted toeach managementandunion. 

This pattern of federal bargaining, 
presented at least four clear advantages. From 
Che unions’ perspective, it provided the top 
leadership with an opportunity to draw in 
the other officials and ‘democratise’ the 
bargaining process. Then, the repre.sentati ves 
couldexamine and try and satisfy grievances 
raised by particular groups of workers, 
especially those who were numerically 
dominant or controlled key positions in the 
production chain. 

Thirdly, within the prescribed limits 
managements and unions were free to tailor 
the agreement to their specific requirements 
and interests. They could decide how best 
to elaborate their respective pay scales, opt 
for a particul.ar system of dearness allowance 
payments, choose the most advantageous 
way of splitting up the total wage packet, 
introduce certain new allowances, modify or 
eliminate others, revise canteen rates, change 
the terms of leave encashment, and a host 
of other such ‘technical’ details. 

Lastly, the relative decentralisation of the 
bargaining process was the means which 
allowed managements, with the tacit 
concurrence of the CCUI. to ’cheat’ on the 
directives issued by the BPE, to temporarily 
regain a modicum of autonomy that the 
government’s wage standardisation policies 
had .so drastically curtailed. As one senior 
personnel officer confessed.' the numerous 
allowances and the equally numerous 
methods of adjusting, calculating and 
presenting them, coupled with some amount 
of financial window-dressing, often afforded 
managements the necessary leeway to get 
around the financial limits that the BPE had 
stipulated. 

We might also be justified in asking how 
successful managements would have been 
in maintaining intact their authority and 
standing vis-a-vis, the unions and their 
workforce* had they not resorted to such 
stratagems. After ail, managerial authority, 
the ’charisma’ of their office, is in no small 
part derived from its right to distribute 
monetary rewards or impose sanctions, and 
which in turn conditioned its ability to 
negotiate trade offs with theunion leadership. 

In passing, we must also mention that 
negotiations were wholly bilateral in 
character. Evm though itssh^owconstantly 
fell over the n^tiating table, at no point 
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in time did the government, either through 
the representatives of the BPE or the 
administrative ministry, seek to physically 
intervene orinlluence the bargaining process. 
To that extent, the principle of voluntarism 
in collective baigai ni ng remained sacrosanct. 

1973 Wage Agreement 

At the BPE’j prompting, negotiations for 
a new settlement in 1973 were conducted 
in parallel in the five Bangalore companies 
and in BHEL so as to ensure some degree 
of co-ordination between enterprises 
belonging to the same industry. Partly for 
historical reasons BHEL workers received 
slightly lower wages than their counterparts 
in Bangalore, and the unions in BHEL were 
now intent on levelling this gup. In September 
1973, an interim .settlement was signed in 
BHEL under which minimum wages was 
fixed at Rs 258.70.* (This amount would rise 
to Rs 294 by the time the settlement was 
finalised in January.) 

But since the Bangalore industries were 
yet to conclude their negotiations, and not 
wanting to foreclose thcirchances of gaining 
additional benefits, the BHEL unions 
inserted, by way of a safety measure, a 
“reopencr” clause in their settlement. The 
clau.se read that workmen in BHEL would 
“have ihc right of review in case negotiations 
currently underway in HMT, HEC and HAL 
yield a higher total minimum wage within 
the next 12 months.'” 

In other words, the unions were making 
sure that, one way or the other, there would 
be parity in salancs between BHEL and the 
other public .sector engineering industries. 
Managements in these plants could either 
offer their workers the .same remuneration 
that had been paid in BHEL. or choo.se to 
exceed this limit; but if they did so BHEL 
workers too would automatically be entitled 
to receive higher salaries. It was the first 
option that managements in Bangalore, acting 
under precise govcmmenl orders, would 
decide upon. And the unions here would fail 
to exercise adequate pressure upon 
managements so as to reverse the balance 
of powerint heir favour and force a resolution 
of the issue more tavourable to their interests. 

Had BHEl^ management consulted the 
BPE and obtained its authoris.Ttion as it 
should have theoretically done before 
agreeing to the unions demand fur the 
inclusion of such a clau.se in the settlement'' 
Judging by the reaction of itsdircctor general 
P J Fernai^cs, Ihc BPE appears to have been 
the victim of a Jait accompli. In a note to 
the secretary (expenditure), Fernandes 
complained that the: 

reservation clause giving the workers a right 
of review...is not at all desirable. If an 
agreement is arrived at between the 
Management and Labour fsic] in any given 
concern, it should ha vc a sanctity and cannot 


be altered because of otlier agreements which 
may be arrived at elsewhere in totally 
different circumstances." 

He added: 

In any event, when completing the 
negotiations with the Banagalorcuimpanies, 
we will have to be extremely cautious to 
ensure that the final level is pegged al or 
below the present BHEL-HEIL ugreement.'* 

Consequently, the department of defence 
production which administered three of the 
five Bangalore plants (BEL, BEML, and 
HAL), enclo.scd a copy of the BHEL agree¬ 
ment to BEML inanngenieiit so that it could 
serve as a framework in di.scussinns with the 
union. Explaining the circumstances under 
which the review clau.sc came to be incor¬ 
porated in BHEL, and the implications for 
other companies, management was instructed 
to “keep this in view while negotiating a 
fresh settlement in respect of your under¬ 
taking.”'" As soon as the agreement was 
finalised in BHELin January 1974. the .same 
remuneration package was therefore pre¬ 
sented by managements in the five Bangalore 
plants to the unions. They were olfered a 
minimum wage of Rs 324 which included 
a house rent allowance of Rs .10. The rate 
of neutralisation of dearness allowance 
payments was fixed al Rs 1.30 |)er point. 

The offer, however, was rejected by the 
co-ordination committee ol central public 
.sector mdustnes employees union - an united 
front of pro-AITliCunions in BEL, BEML. 
HAL and HMT -as well as by the IT! union 
which had refused to join the Co-ordination 
committee due to both personal and political 
divergences. A pamphlet pul out by the 
commiliec went on to highlight the acute 
ab.scnceof managerial autonomy m the five 
plants: 

The management representatives had 
actually no alternates {.tic) than just 
conveying the oilers said to have been 
decided at the highe.st leve' This is a major 
hurdle to arrive al a .settlement us the highest 
authorities who negotiated witli us had no 
real authority even to alter or amend their 
offers." 

A call lor a one-day strike wa.'. given in 
BEL, BEML. HALandHML.tobcfollowcd 
by an indeilnite stoppage in case the workers 
demands were still noi .satisfied. In all four 
plants production ceased for 24 hours on 
January 30. But the promise of an indefinite 
strike never materialised despite manage¬ 
ments’ continued refusal to improve upon 
its proposals. No strike call was issued in 
ITI; a work-lo-rulc agitation and overtime 
ban launched by the union served purely 
symbolic purposes. 

So managements and the government 
ended up imposing on workers’ representa¬ 
tives in all five plants virtually the same 
terms and financial conditions that they had 
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fliiAofrered.Ovenill,ifhouseientalk>wnice 
wai excluded, managements in Bangalore 
had paid a minimum wage that exceeded by 
only Rs 6 what BHEL had paid. The unions* 
insufficient baigaining strength, accentuated 
by the lack of unity in their ranks because 
of the rivalry between the co-ordination 
committee and the ITI union, meant that 
workers were unable to burst the ceiling 
that had been established in BHEL, and 
secure wage parity on the basis of the highest 
os opposed to the lowest common deno¬ 
minator. 

1978 Wage Settlemestt 

The 1973 wage agreement expired in 
December 1976. But with the emergency 
regime still in full sway, the unions had to 
wait until March 1977 before submitting 
their charter of demands. It is interesting to 
discover that the government had already 
determined its line of action a number of 
months beforehand. In October 1976, a high- 
level meeting of the secretaries committee 
was held in New Delhi where the participants 
arrived at the conclusion thiit wages in 
certain public sector undertakings had 
already risen to disproportionately high 
levels. As a result: 

it may not ho possible for government to 

consider any upward revision in these cases. 

On the other hand, in certain cases there may 

even be a need to negotiate downward 

revision for fresh entrants.'^ 

Two months later at an inter-ministerial 
meeting organised by the secretary defence 
production and attended by representatives 
from the ministry of communications, 
industry and the BPE as well as the heads 
of the five Bangalore industries, the govern¬ 
ment's standpoint was reiterated. It was 
agreed that existing pay scales and the rate 
of neutralisation of dearness allowance of 
Rs 1.30 per point would not undergo any 
modifications. Since the present wage struc¬ 
ture had been negotiated only two years 
earlier (the final agreement was signed in 
November 1974) there was no ju.stifiablc 
reason for sanctioning an tncrea.se in workers' 
remunerations. 

It must be pointed out that these mea.sures 
essentially reflected the policy prc.scrtptions 
submitted by the BPE director general G C 
Baveja to thecabinet committceon economic 
affairstowardstheendof 1976. In the detailed 
seven page-note, the BPE stated that that the 
“gene^ wage level for workers in (he steel 
companies, the BHEL and the Bangalore 
group is higher than that applicable to the 
employees ofthe central govcmment.”''This 
.was particularly true for workers in the lower 
categories. Consequently, when negotiating 
fresh settlements in all these plants, ’“it is 
proposed that only minimal essential adjust¬ 
ments, like rationalisation of allowances 
....may be considered.”*^ 
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As far as the public sector banking and 
insurance houses, oil companies and the 
Shipping Corporation of India were 
concerned, the BPE's recommendations were 
even harsher. Because emoluments here were 
considerably higher than in the rest of the 
public sector, “every effort should be nutdc 
to rationalise and reduce the levels...bring 
theopcratingemolumentsinconformitywith 
the prevailing scales in the generality of the 
public sector (sic).”'’ 

The incoming Janata government would 
have no hesitation in endorsing the BPE's 
prescriptions in favour of wage restraint 
during the forthcoming 1977 wave revisions. 
Whatever its policy differences with the 
previous regi me on other issues, on the subject 
of wages for organised industrial labour, the 
new ruling coalition was more than content 
to follow in the foot.steps of the Congre.ss. 

In November 1977, the Joint Action 
Committee for Wage Revision (JAC), 
representing practically all the workers’ 
organisations, both recognised and non- 
recognised, in the five Bangalore plants was 
formally launched. The Janata victory had 
served as the .stimulus in the emergence of 
an all-embracing and non-political workers' 
movement in the public sector. Submitting 
a common charter of demands for the llrst 
time, the JAC asked for a need-based 
minimum wage of Rs 602 and a DA neutra¬ 
lisation rate of Rs 3 per point. It also insisted 
that the progressof wage negotiations should 
not be conditioned upon the Bhoothalingnm 
committee tabling its findings to the govern¬ 
ment on the subject of national wages, 
incomes and prices. 

Managements, however, refused to hike 
minimum wages by mure than Rs S, and 
declared point blank that the demand for 
higher DA indexation rates was non- 
negotiable. All they were willing to offer 
was a revision in skilled workers’ salaiics 
of up to Rs 40, in addition to paying existing 
woikers a sum of Rs 30 by way of fitment 
benefit, slightly better increment rates, and 
an improvement of certain fringe benefits as 
well as the introduction of new ones. The 
JAC subsequently scaled down its minimum 
wage demand to Rs SCO and DA neutra¬ 
lisation to Rs I.?.*) per point. But manage¬ 
ments stuck to their original stand. Towards 
the end of April 1978. (he JAC issued a strike 
notice, and announced an indefinite stoppage 
from May 25, 

Ten days before workers were due to down 
tools, the central trade union federations 
made a belated entry on the .scene. A joint 
appeal was put out to the JAC to withdraw 
its call for an indefinite strike. Arguing that 
thedemands for which tlw Bangalore workers 
were fighting concerned public sector 
workers throughout the country, and only 
amuch broader strugglecouldsccureachange 
in the government's wage restraint policies. 


the national unions declared (hey would 
organise a one-day national strike in all 
public sector industries on June 28. 

The convention’s appeal to the JAC, 
backed by a visit to Bangalore on the eve 
of the indefinite strike by CITU leader 
P Ramainurthi, did not go unrewarded. A 
provisional agreement was hammered out 
on May 25. In strictly monetary terms, the 
package that was now accepted by the JAC 
did not differ very greatly from what 
managements had b^n offering all along. 
Minimum wages were fixed at Rs305, though 
with the inclusion of DA. this sum would 
rise to Rs 430. Tire unions also failed to 
obtain a higher DA neutralisation rate. 

In BEL, HMT, HAL, and, to a lesser 
extent, BEML, the settlement encountered 
considerable criticism from workers. 
Accusations of a “sell-out” were also levelled 
at a couple of JAC leaders with close ties 
to the Janata. Nonethele.ss, the workers’ 
common front did manage to wrestle one 
concession which would prove crucial in 
igniting the 1980-81 parity strike. 
Managements approved the idea of 
incorporating a review clause in the 
agreement. It specified that the terms and 
conditions of the agreement were; 

without prejudice to the union's right to take 
up (he issues of revision ot minimum wages 
and enhaneesnent of rate of neutralisation 
of DA beyond Rs 1.30 per |>oint with Govt, 
of India (sic), and if the Govt of India agrees 
to the improvement in the minimum wages 
or the DA neutralisation rate, the 
management agrees to make necessary 
modificalions to the minimum wages and 
DA neutralisation rate and consequential 
adjUstineni in the wage structure in 
consultaiiun with the union.'" 

This omnibus-clause figured in the 
agreements signed by managements and 
unions in all five industries. The JAC had 
not forgotten the lesson learnt from the 
previous round of wage negotiations in 1973 
when (he BHEL unions, much to the chagrin 
ofthcircoun(crpurtsinBangutore,hadcrcated 
a precedent by introducing a review clause 
in (heir agreement. Tliis time (he roles were 
reversed. It was the Bangalore industries 
which were the first to sign an agreement 
whereas in BHEL negotiations had only just 
begun. Ill con.sequencc, the JAC took the 
precaution of including a ‘rcopencr’ clause 
designed to protect the interests of workers 
in Bangalore. 

What must be noted at (his stage is that 
if managements in Bangalore, and their 
collective forum, the CCUl, acting with the 
government’s approval, agreed so easily to 
the JAC’s propo.sal, it was perhaps out of 
confidence that the eventuality embodied in 
theclausc would never arise. That they would 
never be required to make “modifications to 
the minimum wages and DA neutralisation 
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rate” The CCUl may well have been under 
the impression that government would issue 
tiim instructions to BHEL management as 
It had done 1 1971 vn-rt-viv the Bangalore 
management s, thereby ensuring that workei s 
tn BHEL were not paid more money than 
what workers in Bangalore had received 
and parity was respected 
Indeed, the CCUl s desire to see that the 
government did not discriminate in its 
treatment of BHEL and the Bangalore 
industries wa.s in evidence even before the 
flnalisation of the agreement with the JAC 
At vaiious stages of the negotiations the 
workers' representatives had repeatedly 
raised the demand lor intenm reliel And 
managements had just as consistently tui ned 
It down on the ground that the BPF had given 
a negative answer So when the CCUl came 
loknow that unions in BHEL hacked hy their 
national icadersh i p wci c put 1 1 ng pi cssui e on 
the union industries minister to accord interim 
relief it was obviously conccincd 
Tlireatening to further complicate matters 
was the lact that since 1978 BHEL had 
bcgundircctlyoperatmginBangalore having 
acquired two factories (REMCO and Mysore 
Porcelain) owned formerly by the Kai nataka 
government The pioximity ol these plants 
to some of the other public sectoi industries 
in addition tn the contacts that existed among 
workers as well at the level ol the union 
leadership'^ now made it all the more easy 
to compare the situation in BHEL and in the 
other five Bangalore plants 
Thusin March l978.atoneol its meetings 
the CCUl informed the .idministiative 
ministnes that if interim rebel was allowed 
in BHELoril workcrsthcrc were paid highet 
wages It would undoubtedly ha\e 
rcpciciissions in the Bangaloic based 
industries as the woikers hcic would 
immediately agitate (and) ask lor similar 
benefits 

The additional secretary ol the mtiiisiry 
of communications wiote back immediately 
to the ITI chairman saying that he had 
discussed the matter with the tm>mcial adviser 
of the department of heavy indusiiies The 
latter had inlormed him that 

(a) Thcie is no pioposal at picsent undci 
considciatioii by the department ol heavy 
industries Ol BHEL to grant an inlerim relict 
to the BHEL woikers pending levision ol 
their pay sc lies and 

(b) the rcMSion ol the pay scales ol BHEL 
workeis will be tn line with the pioposals 
evolved toi the icvision ol pay scales tor 
the workers in the Bangaloie based cciitial 
public sectoi undei takings " 

Armed with this mmistei lal cuai aniec ITI 
management had unhesitatingly relayed the 
same message to the union 

The apprehension that BHEL is 
contemplating ad hoc increase ol wages fur 
their cmplo>ces is not correct Except lor 


vcryininoradjustmenls.BHELwtll not grant 
any Hitertm relief at the moment.^ 

BHEL Grants Intbkim Rci ief to 
Workers 

So when on July I. flatly trampling over 
all the assurances and promises given by the 
govemmem. BHEL management announced 
that It would be paying intenm rebel, it is 
easy to imagine the sense of discomfiture 
and resentment (hat managements in 
Bangalore must have experienced The 
intenm payments represented 10 per cent of 
BHEL workers' existing salanes and ranged 
from Rs 45 at (he lowest grade to Rs 75 at 
the highest 

As the CCUl explained at a meeting 
organised in New Delhi on July 6 by the 
secrctaiy ol dcicnce production with (he 
heads of (be five Bangalore mdustnes and 
where representatives Ironi the BPE, the 
industries communications and Imance 
mmistnes were also present, the decision of 
BHEL management had placed managements 
in Bangalore m a state of ‘ acute embarras- 
sinent vn their unions Even by way 
of interim rebel BHEL had decided to pay 
amounts tn excess' of the final payment 
negotiated in Bangalore while wages in the 
Bangalore mdustnes had risen on average 
by 9 per cent, in BHEL the figure already 
stood at 10 per cent 

Another CCUl document added th.t the 
dispaiiiics with Bangalore would become 
even wider lor ‘it is unlikely that a linil 
settlement which is less than the intenm 
settlement will be acceptable to BHbL 
laboui ' I he same memo also highlighted 
the lact that the Bangaloie mdustnes had 
kept the BPC and mmistnes ol dcicnce 
hc.ivy mdiisti les coiamunication and I mance 
I 111 Ol mod thi oughout the negotiations Sue h 
co-oidinatiun it seems, did nut take place 
in the case ol BHbL as is evident Imin the 
fact that (he ministry of defence and 
communications were taken by sui prise by 
the BHEL settlement 

The ecu I could have adcied another name 
to this list that ol the BPE As ludicrous as 
It m.iy seem the developments at BHEL 
arrived as a complete and unpleasant surpnsc 
for the monitoring agency too Stating that 
the interim agreement evoked ‘‘considciable 
excitement' and considerable appiehen 
sions in (he admmistialivc ministries as 
well as among public scctorplants throughout 
the country ai J (hat it would ho a source 
ol iirilation' to woikers in Bangalore the 
BPE'sadviscr(lin.mcc)S M Patankarwrolc 
III his icport that BHEL had not consulted 
the Bureau ‘at any stage This was the 
same answer (hat the BPE would give to 
prime minister Morarjt Dcsai The piime 
mintsiet'sol lice h.idcnllcd lor .in explanation 
as to how. contrary to the government s 
directives BHEL h.id granted higher wage 


increaaes thnn those negotiated in the 
Bangalore indusincs, and that too without 
secunng a clearance from the finance 
ministry ** 

The tipples cseated by this incident would 
flow all (he way up to the highest circles of 
government For besides the BPE. mdustnes 
minister George Pern.mdes was also obliged 
to furnish answers to the pnmc minister's 
quencs In hts reply, Fernandes wrote that 
if the BHEL intenm payment was found to 
exceed the amount due under the final 
settlement a provision existed whereby the 
government could recover the ditlercncc ’* 
Though he claimed that there w<is “constant 
communication” in (he past between the two 
sides he. howevci, had to acknowledge (hat 
his ministi y h.td neglected toobtain spccillc 
pnor approval” of (he finance ministry 

By piescnting the government with a fmt 
Mcomphol enormous m.ignitudc, the action 
of BHEL m.inagement had not only made 
the government appear ridiculous in its own 
eyes It had also dealt an embarrassing blow 
to the certitudes nursed by the bureaucracy 
and revealed its inability to enforce its own 
policies The BPE had. alter ill, issued clear- 
cut oidcrs to all public sector undertakings 
intorining them not to concede the trade 
unions dem.mds toi interim rcliet 

Moreover in a note placed betore the 
cabinet committee on economic atfairs in 
May 1978 the fin<incc ministry had suggested 
th.it the recently concluded agreements m 
Bangalore should ' form the basis ol the 
sciticmems in other major cntcrpnscs like 
Bharat Heavy Electricals etc where wage 
negotiations were on hand or about to 
commence '^Secondly that the BPE should 
continue to co ordm.itc wage negotiations 
in the public sector with a view to ensuring 
that there .ire no dcvi.itions on important 
points m government policj '''* Both these 
proposals h.td also been endorsed by the 
cabinet committee But in the end what had 
matciialiscd was the very opposite of what 
the bureaucracy had enunciated 

Three confidential government reports - 
two wi men by P<uank.ir the BPE's financial 
adviser and the third a note lor the cabinet 
picpared by V Krishnamurthy sccret.vy, 
department ol heavy industry and also acting 
BHEL chairman - help to shed some light 
on the combination ol events and circum- 
st ;)ccs that had contributed to sabotaging 
the objectives and instructions of the 
bureaucracy 

Both the BPE and the heavy industry 
dcp.irtmcn('s rcportsconcurlhat the decision 
ol BHEL management was strongly 
influenced by the outcome ol a meeting 
orgiiniscd by the union liibour minister with 
the lc.idcrs ol all the nalional trade union 
Icdcrations in New Delhi on Junc426 
Attended also by the industries, finance, 
petroleum .ind chemicals and lertilisers 
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miniitm. the government promise^l at this 
me^ng to dssociatc the workers' repre¬ 
sentatives in drawing up new guidelines for 
wage negotiations in the public sector. It wa.s 
on the strength of these as.surancc.s that the 
unions dropped their plans to conduct a one- 
day nation^ strike in all public sector plants 
on June 28. Thus the department of heavy 
industry's report noted: 

In the above context, the negotiating team 
on behalf of BHEL... was clearly informed 
by the trade union leaders that till such 
discu.ssions (over the wage guidelines) were 
held, they were not in a position to conclude 
a Bangalore type of settlement (a final 
.settlement) in BHEL. When consulted, the 
additional secretary in the ministry ol labour 
also felt that a final settlement would not 
be possible in the light of the discussions 
held between the union ministers and the 
representatives of the Central Trade Union 
Federation.s... It was in the above 
circumstances that the management of BMEL 
agreed to an interim settlement 
While the overall facts behind the case arc 
not disputed by the BPE. where its report 
sharply diverges from that of the department 
of heavy industry is in the interprclaiiun of 
events: 

During di.scussions with the rcprcseniaiivcs 
of BHEL. after the .sciilcnieni. we gathered 
the impicssion that in their view the situation 
(had) materially changed after the meeting 
of June 26. 1978 (between the government 
and the trade unions) and that the position 
as reflected in the cabinet note recorded in 
the context of Bangalore-based enterprises 
ceased to he the operating basis. It would 
he difTicull to agree with BHEL or the 
ministry of heavy indu.stry that the cabinet's 
directive of May 1978 ceased to be valid 
as the operating basis consequent on the 
deliberations in the meeting held on June 
26. 78. Indeed, it would have been 
appropriate had BPE been called u|Hm to 
confirm this position before acting on the 
basis of a presumption |.Tic|.^’ 

In other words, the BPE fatiltcd the 
department of heavy industries on two points 
which were interlinked. One the one hand, 
it had interpreted tim literally and hastily the 
union labour minister’s statement that the 
guidelines for wage negotiations would be 
renegotiated in consultation with the trade 
unions. On the other, and in consequence, 
the department of heavy industry had acted 
unilaterally: since the government intended 
to issue new guidelines, the department had 
considered it unnecessary to check with the 
BPE and obtain its approval before 
concluding the BHEL interim agreement. 

As far as the BPE was concerned, and the 
tenor and substance of another repttrt clearly 
underscores this, nothing had “materially 
changed" in the wakeof the meeting between 
the government and the workers’ repre¬ 
sentatives. In turn, this implied that the 
“operating basis”, to borrow its own cxpre.s- 


sion, for wage negotiations remained the 
cabinet directive which had reafftrmed the 
centrality of (he BPE’s poshionand functions 
in implementing the policies laid down by 
the government. As the report stated 
emphatically in one place: 
it would not be correct to hold that major 
policy guidelines are going to be revised and 
that pending such revision the final settlement 
is to be ruled out " 

Tlic report proceeded to mention (hut since 
the interim payments in BHEL already 
exceeded or were broadly comparable to the 
amount received by workers in Bangalore 
in the final agreement: 
there is no further sco|>c for conceding any 
additional bciiclils what.soevci in the final 
.settlement | in BHEL |. Tlic position, although 
difficult, may have to he accepted by Bharat 
Heavy Elcetnculs. As the Bangalore-based 
.scltlcmcnis have been emulated by a large 
number of enterprises, any liberalisalioii 
thereof which may be pressed loi if Bharat 
Heavy Eleclrieals concedes additional 
bcnefiis[sic|.mayheexiraordinarilyc\|)cn- 
stve. It would be absolutely essential that 
the Bangalore .settlements which are quite 
rca.sonablc remain us norm [sic| so far as 
ceiling on hcnelils is concerned. As the 
interim settlement ..has even icopardised the 
finalisation of agiecmcnt in (he Bangulore- 
based enierpiiscs and .several other cniei- 
priscs where wage negotiations aie under¬ 
way, It IS essential that Bharat Heavy 
Electricals, final settlement should be 
concluded cx|)editiously.'' 

To sum up. wc might say that this whole 
incident illustrated the conflict between two 
di fferent logics of action or imxics of rationa¬ 
lity, the bureaucratic and the political, with 
the latter winning out on this occasion. While 
responsibility fur fixing the economic goals 
of the government is vested with the bureau¬ 
cracy, these goals arc generally shaped 
through and by a process of political 
adjustment. 

This by definition implies that the goals 
are subject to change given (he fact (hat their 
realisation is dependent upon. and. to some 
extent, even conditioned by (he outcome of 
negotiations K8 ween (he various groups who 
have a stake in the political process, as well 
as by diverse political contingencies and 
events, and their con.scquenccs on these 
groups. In our ca.se, as wc have .seen, the 
political contingency pre.scntcd itself in the 
form of the meeting between the labour 
minister and the trade union federations, 
prompting the BHEL workers' representa¬ 
tives. manafcmcnl and the department ol 
heavy indu.siry to 'modify' the objectives 
(hilt the BPE had defined. 

Bangalore Unions Incluol Parity 
Clause in Snrri.r.MENT 

The two reports of the BPE from which 
wc have quoted were drawn up in July and 


August 1978. One year later the department 
of heavy industry and BHEL managemcm 
were still to act on its recommendution that 
the final agreement in BHEL be "concluded 
expeditiously”. It would be signed only in 
January 1980. 

Of far greater significance, however, was 
the fact (hat the second recommendation 
made by the BPE proved even more im- 
|K>.ssihleioimplcmenl. After havingrcitcniled 
that no more money should be paid by BHEL 
when concluding the final agicemeni, and 
issued dire warnings that a tailure to do .so 
"would have re|x;rcussionsuntl)c agreements 
signed in Bangalore as also on lutiirc wage 
negotiations.”'' the BPE was uiiimaicly 
obliged to relax its hardline stance. This was 
notwithstanding (he appeals addressed to the 
government by nianagemcnis in Bangalore 
who were justifiably pieoccupied about the 
"repercussions" higher wages in BHEL 
would produce on their workforces. 

For we must now leturii once again to 
Bangalore and pick up events from (he 
juncture where (he JAC and manugcmeiils 
had arrived at a preliminary agreement in 
May 1978. Wc had t'icniioncil that the unions, 
anticipating the conclusion of wage 
negotiations in BHEL and other public sector 
plants, had called for the inclusion ol an 
omnibus-review clau.se and won their 
demand. But Dow in the wake of BHEL 
paying interim relief lo its workers, the 
siliiaiion had undergone a qualitative 
transformation. 

Given that the Bl I EL unions hud negotiated 
benefits which already compared lavourabiy 
if not exceeded what had been paid in 
Bangalore, the JAC clearly understoiHj that 
by the time the final agreement was signed 
in BHEL workers Iheie stood to gain even 
higher amounts. Like the Bangalore 
managements, unions too here were highly 
sceptical of (he govemmcnfs.ibility to rc.strict 
the si/e ol (he final remuneration package 
in BHEL to that of the inicim package. 

Coii.sequcnily.duringbilutcral negotiations 
prior to the conclusion ol the final agreement 
in .September 1978. the unions in Bangalore 
insisted on the need for the inclusion of a 
.second, and more explicit clause. With 
managements still smarting from (he 
embarrassment caused by BHEL manage¬ 
ment’s decision lo grant interim relief, (be 
unions had no dilllctiKy in convincing them 
to concede this demand. 

Sub.scquenlly known as the'parity clause’, 
it would, however, be incorporated only in 
the agreements ol ihrceof the five Bangalore 
plants, BEML, BEL and HAL. While the 
wording is more or less identical in all three 
agreements, the terms of (he clau.se arc 
articulated most precisely in BEL: 

If the minimum wages, comprising of pay 

and dearness allowance, or if the rate of 

neutralisation of dearness allowance is 
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altered to a higher rate than agreed to in this 
settlement, in any other engineering central 
public sector undertaking such as BHBL, 
HMT. etc, the Management agrees to make 
necessary modifications in the relevant 
clauses and consequential adjustments, in 
consultation with the unions.** 

So as wc can see, there was absolutely 
no ambiguity whatsoeverin Ihecommitment 
given by managements in BEL, BEML and 
HAL - with the approval of their respective 
administrative ministries and of the BPE - 
to their unions, if the initial review clause 
was by definition general and all-encom¬ 
passing in its purview, and concerned the 
government’s overall national wage policies, 
the parity or linkage clau.se was far more 
specific in its frame of reference. 

By nominally specifying the other public 
sector engineering companies which 
gravitated in their “orbit of coercive com¬ 
parison.’’" the unions were a .itractually 
validating the principle of a linkage, histo¬ 
rically operative, between wage agreements 
in these companies and tn Bangalore. Thus 
read in conjunction, the two clauses 
confirmed both the binding nature of the 
engagement contracted by managements and 
the government, and the legitimacy of the 
workers claims when the moment arrived to 
seek redress. 

In ITI too, the issue of parity with OHEL 
was raised by the union in discussions with 
management.*" Yet, according to the union, 
at management's bidding it eventually agreed 
to exclude sped ty i ng a I inkage wi t h B H EL. 
The other plant that also did not incorporate 
the parity clause was HMT. Perhaps, like the 
ITI union it too felt that the main reviev.' 
clause afforded sufficient protection in case 
it might have to ask for higher wages in 
future. 

Thus in the light of these commitmems 
made to their unions, we can now better 
understand the apprehension of managements 
in Bangalore, and the urgent appeals they 
dispatched to the government upon hearing 
that the final agreement in BHEL was on 
the point of being signed. And that contrary 
to the BPE’s recommendations, workers there 
would receive generous increases. 

In his letterto the communications secretary 
in December 1979, ITI chairman, CSS Rao 
urged him to take up the matter with the 
cabinet secretary as a “top priority so that 
wedonot run into serious industrial relations 
problems in Bangalore...Any significant 
disparities between the Bangalore-based 
public sector enterprises and BHEL [would] 
lead to the labour unrest in either of them.”*' 
A few days earlier, the BEL chairman 
C R Subramanian had sent a two-page note 
to the financial adviser defense services 
entitled 'Repercu.ssionsufthcProposed Wage 
Settlement of BHEL'. wherein he stressed 
thb importance of holding “BHEL to the 


lindliofthe wage settlememofthe Bangalore- 
based industries.”** He nwntioned that if 
BHELofTcfed better tenns as it now proposed 
to do, the Bangalore industries would be 
obliged to reopen Iheiragreement and “bring 
up the minimum of the lowest scale to that 
of BHEL and concede consequential ad¬ 
justments.” 

For managements the cost of such adjust¬ 
ments would work out to almost Rs 10 crore 
annually since the size of the workforce in 
the Bangalore industries was double that of 
BHEL. The note proceeded to state that if 
BHEL gave its employees substantial 
additional benefits, “whatever credibility is 
still left of the managements of Bangalore 
industries and also of the credibility of the 
directives of government...” would be totally 
eroded. “This is a serious matter, which has 
to be kept in View”.*" 

Gisnt Public Sector Plants Flout BPE 
Directives 

The appeals of the ITI and BEL chairmen 
appeal to have had some effect on the 
government, opening its eyes to the explosive 
con.sequenccs that the final BHEL agreement 
threatened to trigger olTboth financially and 
in terms of industrial relations. On December 
7, the cabinet .secretary wrote to the secretary 
(expenditure) instructing him to “stop 
department of heavy industry [sic] from going 
ahead with BHEL agreement until you have 
examined the whole matter”.*' 

But judging from the response of the 
.secretary heavy industry V Krishnamurthy, 
the government had apparently lelt things 
a little too late. It was no longer possible 
to “free/.c the proceedings between the 
management of BHEL and its workers,” as 
the government wanted to do.*- Negotiations 
had reached a highly advanced stage, with 
the “broad basis ot the agreement” having 
already been finalised: if management 
retreated now it was bound to provoke 
“serious labour interest”.** Krishnamurthy 
added that the financial burden of the BHEL 
agreement on the Bangalore industries would 
be much lower than the figure of Rs 8-10 
crore per year that managements in Bangalore 
had advanced. 

The same, and other arguments were also 
made by the BHEL chairman, G P Warner 
in his letter to the secretary heavy indu.stry 
written on December 21. By his calculations, 
the BHEL agreement would not result in 
higher wages tor more than 30,000 workers 
in Bangalore. 

As such, it docs not appear possible that the 
financial implications of additional 
expenditure could be anywhere near the 
figure that they (managements in Bangalore) 
have said and can at the mo.st be less than 
a crore per year.** 

Warricr admitted that the wage increases 
in BHEL which the minister of industries 


had approved worked out to about 13.5 per 
cent whereas the linance ministiy had fixed 
a ceiling of 12.S per cent. But in 'return 
BHEL management hod got the unions to 
agree to a longer settlement since it covered 
a five year period from 1977 to 1982. In 
comparison, the duration of the agreements 
in Bangalore was only for four and a half 
years, thereby “delinking completely” these 
agreements from the one being finalised in 
BHEL, he claimed.** Stating that workers in' 
Bangalore were certainly bound to demand 
additional bencllt.*-alter the BHEL agreement, 
Warrier went on to cynically comment that 
this “would have happened whether the 
benefits given in BHEL is only 12.S percent 
or 13.5 per cent”.*" 

In short, what the BHEL chairman was 
alluding to. and rightly so, was that the 
government could not pin the onus for the 
“considerable inflationary impact on the 
economy which may not remain restricted 
to Bangalore alone [sic].”*’ that the BHEI- 
agreement would generate, entirely on the 
back ofBHELmanagement.Toalarge extent, 
this responsibility also had to be assumed 
by the government and the ministry of 
finance. After all. they were the ones who 
had sanctioned a wage increa.se of I2.S per 
cent, violatingin the bargain theirown policy 
directives rcgardlc.ss of the financial and 
social repercussions that it was likely to 
provoke. 

Indeed, in line with the guidelines that it 
had issued to all public sector managements 
when the second round of wage negotiations 
began in 1977, and which had been respected 
in about 30 agreements signed since then, 
the BPE wanted to li mit the quantum of wage 
increases in BHEL to 10 percent. How then 
did it consent to lilt this ceiling to I2.S per 
cent? Under what circumstances was it forced 
to abandon its original hardline position? 

The answer can be traced back to the 
incapacity of the BPE in generally enforcing 
its guidelines when it involved the giant 
public sectorundcitakings. Whilethesmalier 
and less strategic plants, or those which were 
run by ‘con.servative’ managements** as in 
Bangalore, rarely strayed beyond the 
parameters delineated by the BPE, this was 
not the case with the larger undertakings. 

Managements here could often sfiort- 
circuit the BPE or seek political intervention 
to overrule its instructions. As bastions of 
the national trade union organisations with 
thetopleadershipfrequentlyplayingan active 
role in wage negoti,Ttions as in BHEL, 
workers i n these enterprises also commanded 
considerable bargaining power. Manage¬ 
ments therefore generally preferred to ‘buy’ 
peace rather than risk work-stoppages. 

In fact it was precisely this force majetire 
that BHEL management would claim in 
defence of its decision to breach the BPE’s 
directives. Whcthcrornotothermanagemcnts 
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re«6^ to this explanation, the outcome 
was ribdiflinent; besides BH^, at least four 
other public sector undenakings would ride 
roughshod over the directives in the period 
between July 1978 and Novermbcr 1979. An 
agreement signed by the Steel Authority 
gave workers wage increases of around 14 
per cent and fixed the minimum wage at Rs 
SOS. Similar benefits were paid by IOC. In 
Coal India, workers received an even higher 
minimum wage of Rs S12. In Indian Airlines 
too, management felt sufficiently embol¬ 
dened to take ample liberties with the 
guidelines established by the BPE. 

Not surprisingly, the BHEL unions now 
also demanded increases on par with these 
industries in their negotiations with manage¬ 
ment to finalise the agreement. Commenting 
on these events in September 1979, Patankar 
admitted reluctantly that: 

expensive seltlements cannot but have their 
impact on other settlements especially where 
the unions are well organised and militant 
and as such we may authorise BHEL to go 
up to 121/2 per cent of the wage hill as the 
ceiling for obtaining a settlement.'*' 

The secretary (expenditure) expressed 
mure or less the same viewpoint in his note 
toihe finance minister. Endorsing the revised 
ceiling proposed by the BPE. he wrote that 
“it is clear that there is bound to be expec¬ 
tations on the part of workers (in BHEL) for 
a higher figure as a final settlement”.'" Thus 
bowing to the inevitable, the BPE and the 
finance ministry were pragmatic enough to 
realise the necessity of making certain 
concessions to the BHEL unions. Given the 
radically changed circumstances since it 
initially drew up the guidelines, the BPE 
understood that maintaining an intransigent 
stance could only result in a further loss of 
authority and credibility. 

It clearly specified, however, that the co.st 
of the final settlement in BHEL should not 
beallowedtoexceed l2.Sperccnt.Therefore, 
when the department of heavy industry 
informed the BPE in October that BHEL 
management "proposed for approval of the 
government, the revision of the ceiling of 
financial benefits to around 14.5 per cent of 
the wage bill,”’* because the unions had 
threatened to go on strike from November 
6, the BPE’s response was extremely 
negative. 

Writing that there was no justification for 
aligningBHEL workers' remunerations with 
those prevailing in the steel industry as the 
unions were demanding, Patankar pointed 
out that: 

...the steel settlement was exceptionally 
expensive and contained serious departures 
from the wage guideline of the Bureau. It 
would not be, therefore, possible fen us to 
agree that that settlement may now be 
accepted as the model for otiier settlements 
.. The ministry of finance is of the view that 
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a settlement on the steel pattern if concluded 
in BHEL would generate intolerable 
pressures in other enterprises to re-open 
their settlements. We may, therefore, regret 
that we are not in a position to agree to a 
further liberalisation of the ceiling of 12 1/ 
2 per cent of the wage bill...’* 

Government Approves BHEL 
Setti-ement 

The firmness displayed by the Bl^ and 
the finance ministry was not entirely without 
results. After a meeting of the cabinet com¬ 
mittee on economic affairs on October 29 
where the department of heavy industry's 
proposals were examined. BHEL manage¬ 
ment seems to have been directed to arrive 
at an agreement whereby wage increases 
would be limited to 13.5 per cent.” The 
reasons which prompted the cabinet 
committee to settle for this compromise are 
unclear. Nor is it known whether it did so 
after having approached the BPE and the 
finance ministry, or their reaction to this 
decision. 

We have already mentioned that in the 
wake of the appeals addressed by the 
chairmen of ITI and BEL in early December, 
the govcmmcni gave orders to immediately 
stop negotiations in BHEL. The secretary 
(expenditure) wanted the negotiations to be 
postponed until “some time in the middle 
of January 1980."” Was this proposal 
motivated by the fact that parliamentary 
elections would be over by then and a new 
government might wish to re-examine (he 
whole issue? For ever since parliament had 
been dissolved in November, the Charan 
Singh government exercised only caretaker 
rcspoasibilitics. Or was it to ensure that the 
BPE had adequate timetoconsult the various 
administrative ministries in order to 
determine the exact fiiiancial implications of 
the BHEL agreement on the Bangalore 
industries? 

Once again, for want of adequate sources 
these questions must go unanswered. Yet 
from the letter .sent by the BHEL chairman 
to the secretary heavy industry that wc have 
already cited, we get (he impre.ssion that the 
government had somewhat soDcncd its earlier 
restrictions after a meeting with the BHEL 
chairman on December 20. Stating that the 
cabinet secretary and secretary (expenditure) 
were decided on postponing the negotiations 
between BHEL management and the unions 
which were scheduled to be held on December 
22 and 23 to "a date after January 7,” the 
BHEL chairman, however, added: 

On a representation from the chairman, 
BHEL. that after January 7. BHEL should 
be permitted to finalise the agreement, 
without going up again to the finance 
ministry, the cabinet secretary and secretary 
(expenditure) agreed.” 

The significance of this statement is by 
no means clear. Would the BPE and BHEL 


management attempt to resolve their dif¬ 
ferences before J anuary 7 ? W as thi s deadli ne 

fixed with an eye to the coming elections? 
Why did the cabinet and expenditure 
secretaries deem ministerial ''tearance for 
the BHEL agreement unnecessary alter 
January 7? 

In the absence of documents which mighi 
have thrown light on someof thcscqaesiions. 
wc must limit ourselves to a few brief remarks. 
The decision of the cabinet and expenditure 
secretaries, two of (he highest ranking 
officials in the country, waiving formal 
approval by the finance ministry for the 
BHEL agreement comes as a surprise for two 
reasons. Firstly, in order to avoid a recurrence 
of the BHEL interim rcliel incident, the 
previous Janata government had issued a 
cabinet directive in September 1978. it 
reiterated that in: 

all future wage negotiations the public 

enterprises should consult the Bureau of 

public enterprises before they enter into any 

commitment with trade unions.’" 

Subsequently, no changes in policy had 
intervened to modify this directive. 
Moreover, the BPE whose opposition to the 
monetary increases BHEL management 
intended to grant its workforce docs not 
appear to have waned, continued to entertain 
hopes, as wc ijhall sec, of amending (he 
agreement even if certain .sections of the 
finance ministry were resigned to ratifying 
it in its nciual lorm. 

Tliis bi'iiigs us to our .second ob.scrvation. 
For it must be noted (hat at the time of the 
cabinet and expenditure secretaries’ meeting 
with the BHEL chairman, the BPE was still 
in the proce.ss of calculating the costs that 
extending the benefits of the BHEL agree¬ 
ment to the Bangalore plants would entail 
for the exchequer. Yet without awaiting its 
report, (he (wo officials had proceeded to 
give (heir approval, albeit guarded, to (he 
BHEL chairman's proposal. 

The BPE would table its findings only 
on January 1.1980.’^ Not only did they flatly 
contradict the sum of Rs one crore advanced 
by the BHEL chairman, but the doubts held 
by the .secretary (cxfienditure) as to the 
reliability of the Bangalore managements' 
forecasts al.so proved to be unfounded.'* in 
a .''reliminary note to the secretary (expen- 
diturc)on December 29, Patankar had already 
warned that "the cost would definitely be 
much more than Rs 10 crore" annually.’* 
Given the “cost of repercussions elsewhere 
and the general industrial upheaval it would 
lead to becau.se of the re-opening of several 
settlements.” he therefore suggested that it 
would be "worth making an attempt to discuss 
this case” wi th t he cabinet and hea vy industry 
secretary.**’ 

Whether further discussions were held 
between the different ministries and with 
BHEL management is something which will 
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remain unknown. But on January 9. the 
carctakergovcmmcnt ofChuran Singh signed 
the final BHEL agreement. There were no 
changes in the tenns and conditions of the 
agreement from those negotiated by 
management and the unions at a meeting of 
tbejoint negotiating committee on November 
3-4,1979. The minimum wage was llxed at 
Rs S08. and the differentials between BHEL 
and the Bangalore industries, according to 
the estimates worked out by the BPE. stood 
at Rs 66 for BEL, BEML. HAL and HMT, 
and for ITI at Rs 79. 

Both managements and the unions in the 
Bangalore plants would subsequently 
maintain that but for the (Kiwcr vacuum at 
the centre sincetlicCharan Singh government 
lacked all authority, BHEL workers would 
never have succeeded in .securing higher 
wages than those paid in Bangalore. For both 
sides this was an attractive argument. It 
allowed them to sttve face. Bui such an 
unidimensional explanation tends to grossly 
exaggerate the actual role played by the 
Charan Singh government. As we have tried 
to .show in the foregoing discussion, the 
impetus behind the agreement came 
essentially from unions and management in 
BHEL, together with elements of the 
bureaucracy whose support nianagement, 
operating with great skill, had managed to 
obtain from the .start. 

Managements and unions in Bangalore 
were not alone in availing of the 'caretaker 
government' argument. It would al.so be 
.seized upon by the incoming Congress (I) 
government. but put to whnily different ends. 
On more than one iK'casion during the strike 
in 1980-KI, communications minister C M 
Stephen whom the ruling Congrc.ss Party 
would nominate as its negotiator during the 
conflict, would hold the BHEL agreement 
to be invalid because it had been signed by 
a lame duck government. Therefore the 
unions’ demand for wage parity was un¬ 
founded. What Stephen systematically 
overlooked, or pretended to do so, was the 
fiKt that the Congress government had rat i lied 
the BHEL agreement two months allcr it 
came to power in January 1980. 

Run-Up to the Strike 

The workers’ representatives in Bangalore 
llrst rai.sed the question of wage parity with 
managements only in April 1980 once the 
full bcnellts of the BHEL agreement became 
available to workers. As Michael Fernandes 
who in addition to the ITI union also 
controlled the union in BHEL-REMCO 
explained, the leadership in Bangalore could 
not ignore the risk that if it started pressing 
the issue too soon, the Congress (I) govern¬ 
ment might have insisted on major changes 
being made in the BHEL agreement. 

But even before the ITI union which took 
the lead in the matter had formally contacted 


mamigement. tlw CCDI had not only written 
lolhegovcmment.but also begun calculating 
the monetary impact of parity. An internal 
CCUl document underlined that: 

Thedemand for adjustments in the .settlement 
has been taken up by the trade unions...and 
pressure is building up. In view of the clc.Tr 
contractual provi.sions in the .sclllemcnis, 
the managements will not be able to resist 
these claims legally. It has therefore now 
become necessary to make concrete 
proposals in this regard."' 

The difference in minimum wage between 
BHEL and the five Bangalore units was 
estimated at Rs 70. The note al.so added that 
managements’ offer should be made 
conditional upon the unions extending the 
present agreement from June 30, 1981 to 
August 31, 1982 thereby ensuring that the 
next wage revision in Bangalore coincided 
with that in BHEL. No further initiative 
appears to have been taken by managements 
until June when the ITI chairman CSS Rao 
who was also the CCUl chairman wrote to 
the communications minister C M Stephen. 

No source bejtcr illustrates managements’ 
perspective on the question of parity, and 
in such an unambiguous fashion than this 
letter. Confident of meeting production 
targets in the coming months since 
absenteeism levels were expected to decline 
and powcrsupply to improve, Rao, however, 
sees clouds gathering on the horizon: 

On the industrial relations front...we have 
a very important dispute covering all 
Bangalore-bused industries which could 
triggei a major industrial relations crisis in 
ITI and inolher industries in Bangalore... We 
have hud no reply from the BPE nor any 
helpful guidance from the government. In 
view of the disparity in wage which has 
come up with the implementation of the 
BHEL agreement...and the stipulations 
alre.Tdy approved by the government in 
the agreement for the Bangalore-bused 
Industries we foresee cither a compromise 
settlement or a major confrontation between 
management and workers.. .The problem has 
already assumed .serious proportions in BEL 
and HMT and the union in ITI has been 
pressing for a dialogue immedialcly."’ 

Rao proceeded tocomplain that no specific 
responses orguidclines had been forthcoming 
from the communications ministry either 
although it had taken up the is.suc with the 
ministry of finance. And he ends by writing 
that: 

It would be uniortunatc if our plans for 
recovery in productivity is to be seriously 
disrupt^ on this issue of wage revision in 
which the union and the workers clearly 
see u commi tment on the part ofgo vernment 
to match their scales of pay with that of 
BHEL."’ 

Gomg by the tone of the corrcspondance. 
Raocould well have added that managements 


too were under no doubt that (he government 
had given a binding commitment. What this 
letter reveals is the dis.sonance in manage¬ 
ments' preoccupations and pdorities with 
tho.se of the government. At a time when 
production showed .signs of picking up, 
managements desperately wimted to avoid 
a confrontation with the unions. Keen on 
setting aside the parity problem at the earliest 
op|)ortunity, they therefore hoped that the 
government would give them the necessary 
authorisation tosettle the workers’ demands. 
But the government certainly did not share 
the same urgency and was apparently already 
weighing the relative costs of respecting its 
commitment and breaking it. 

Meanwhile, discussions had opened 
between someof the workers’ representatives 
to explore the po.s.sibilitics of reviving an 
united front of public sector unions. Despite 
the internecine rivalry which had charac¬ 
terised the JAC experience, the importance 
of having a common platform seems to have 
been immedialcly recognised by the unions. 
But where they diverged was over the 
nature of unity and the form that it ought to 
assume. 

The ITI union came out in lavour of a 
broad-based movement encompassing all the 
public sector unions as the JAC had done, 
and thereby entitled to claim to legitimately 
speak in the name of all 7,7000 workers in 
the five industries. A pluralist strategy also 
offered the advantage of allowing no space 
for opposition to develop outside the rattks 
of the official forum. 

As against ihts. representatives from BEL 
and. to a far lesser measutc, HAL wanted 
to restrict membership to only bargaining 
unions. With the domination of the two 
recogni.sed BEL unions, the AITUC and the 
Workers Fonim. coming uttder increasing 
threat from the non-recognised BMS union, 
they feared that inducting the latter into a 
common platform would only contribute to 
boo.sting its influence further. 

Ultimately, thccxclusi vist approach of the 
two recognised BEL unions triumphed. The 
new body was christened the Joint Action 
Front (JAF). Eleven bargaining unions from 
the live industries"' were rcpre.sented on it 
whereas the JAC had contained 14. The only 
important bargaining union which refused 
to participate in the front was the I.NTUC 
union in the HMT machine tools factory. 
This was despite the fact that the H MT watch 
factory union which was also affiliated to 
the INTUC - but controlled by an internal 
leadership - had joined in. 

Six convenors were also chosen. While 
BEL had two members, M S Krishnan and 
D Rajagopal, all the other plants wpre 
represented by a single convenor with ITI 
nominating Michael Fernandes, HAL, H 
Mahadevan, BEML. T G Srinivasamurthy, 
and HMT, B E Shambu. 
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J AF^ Prejiemts Charter up Demands 

. At a meeting held in cariy June in all five 
plants between individual managements and 
unions, the former declared that it would not 
be possible to bring wage levels in the 
Bangalore industries on par with those in 
BHEL since (he wage structure and total 
remuneration package in the two places were 
not comparable. The unions were, however, 
advised to come up with specific proposals 
so that tlw CCUI could examine and discuss 
them before approaching the government.'^' 
With the unions in ITI and HAL preoccupied 
with internal problems, and impeded by the 
legal obstacles thrown up by the B MS union 
in BEL, the JAF took almost three months 
to finalise its proposals. 

Presented in September, the charter of 
demands raised six claims. It called for adding 
Rs 30 at all stages of the wage .scale; two 
additional increment.s; increasing the 
minimumdeamess allowance payments from 
Rs I2S to Rs 130;linking dearness allowance 
in all five plants to the all-India Consumer 
Price Index; payment of city compensatory 
allowance at the rate of 6 per cent in all 
plants; extending fitment benefits of Rs 45 
to workers who had joined after the previous 
settlement was signed; and payment of back 
wagesfromJanuaiy I, l977.C>nthewbolc, the 
demands worked out to an monthly increase 
of Rs 49 at the lowest level and Rs 79 at 
the highest in addition to city compensatory 
allowance and back wages. Slightly higher 
since city compensator}' allowance was in¬ 
cluded in their computations. managements' 
figures ranged from a minimum of Rs 61.50 
toamaximumofRs91.50. Moreover, manage¬ 
ments claimed that for the government (his 
would represent an additional expenditure 
of Rs 20 crore annually whereas the unions 
quoted a sum of Rs 8 crore. 

The JAF would have to wait practically 
until the eve of the strike before the govern¬ 
ment even cho.se to respond to its demands, 
let aloneinitiatencgniiations. For astonishing 
as it may sound, between September 12 
when the JAF submitted its charter of 
demands and December 25.24 hours before 
the strike began, no serious discussions took 
place between managements and the unions. 
This delay and indifference in itself speaks 
eloquently for the Congres.' government’s 
approach to the whole problem. 

Fully prepared to play a waiting game, it 
apparently saw no dangers in doing so, 
thereby leaving the unions with no option 
but to either go on strike or to climb down 
and lose face. The CCUI had e.stimatcd, and 
forwarded to the government, well in advance 
the costs of extending the benefits of the 
BHEL agreements to workers in Bangalore. 
Referring to the proposals sent by manage¬ 
ments to their respective administrative 
ministries suggesting a rise of Rs 70 in 
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workers’ salaries, an internal ITI management 
memo reports “we are awaiting the guidelines 
and necessary clearance from the government 
[sicl on the proposals mode by the CCUI"."* 
The memo is dated September 19. one week 
after the JAF had presented its charter of 
demands. 

Two momhs later, managements were yet 
to receive the “necessary clearance”. By 
then, the JAF had already is.sucd a strike 
notice. Having voted massively in favour of 
the strike at their respective union general 
as.semblies in early December, workers 
were told to be prepared to stop working 
any day after December 10. The ultimatum 
was backed by various protest actions, 
including a huge procession to the Raj 
Bhavan. 

A tripartite meeting called by the labour 
minister C M Ibrahim on two occasions. 
December 2 and 19, al.so failed to make 
headway. Writing to the communications 
ministry a few days after the first meeting, 
ITI management besides warning that the 
“the situation is slightly becoming tcn.se”*’ 
due to the agitations launched by the JAF, 
.slated that it hud informed the state labour 
minister that it was waiting for government 
instructions on the proposals submitted by 
the CCUI. Until then no decision could be 
taken to .tc'tle the workers' demands. 

Ibrahim seems to have realised that 
managements were powerless to break the 
impasse for he held out the possibility of 
setting >in talks directly with government 
officials in New Delhi to which the JAF 
could send a few repre.sentatives. But no 
such get-together materialised. Finally, on 
December 24 at a meeting held by the state 
labour department, managements informed 
the JAF that government had authorised it 
to begin negotiations from December 30. 
But in the absence of a definiic offer, the 
unions refused managements' call to 
postpone the strike which was due to start 
on December 26. Managements then invited 
.some of the JAF convenors for talks the 
following day. 

At this meeting, they declared that 
government was prepared to make an offer 
subject to the JAP calling off the strike 
unconditionally. If it went ahead with the 
agitation, the offer would be immediately 
withdrawn. Moreover, the unions were told 
that (hey should drop their demand I or parit y 
with BHEL.** Managements pointed out that 
the government felt “there was no claim 
whatsoever for the workmcn...bu.sed on the 
clau.se in the 1978 settlements and the 
subsequent sctt’lcmcnis in BHEL."**Only on 
thc.sccondilionswasthegovernment willing 
to pay the workers i monthly ad hiK incrca.se 
of Rs 20 in addition to a lump sum payment 
of Rs 300. 

But even this benefit carried a proviso. 
The unions had to agree to extending the 


present settlement which was slated toexpirc 
in June 1981 by a further 18 months. In case 
this package was considered unsatisfactory, 
the government sugge.sted an nllcrnati ve; the 
unions could terminate theexistine scttleiiKiit 
straightaway and open negotiations on a 
fresh charter of demands which could include 
the demand for parity in minimum wages 
with BHEL. Not surprisingly, the JAF 
rejected the government’s proposals. 

With managements stiuing that they hud 
no mandate to exceed the offer that had been 
made to the unions, a stoppage became 
inevitable. On December 26, not one pf the 
77.(XK) workers in the five plants reported 
for duty. Pickets had been posted outside 
each plant. In Hyderabad Iihi, the strike was 
total in .six public sector industries.’" Nearly 
16.(XX) workers stayed away I rom the plants 
in response to the unions' appcai. Following 
the example of their counterparts in 
Bangalore, the unions here had also set up 
a common platform, and were co-ordinating 
their activities closely with the JAF. 

(To be Concluded) 
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Ikade PoKcy Reforms, 1991-92 to 1995-96 

Their Impact on External TVade 

RiUesh Mehta 

In this study an attempt has been made to analyse the impact of India's recent trade policy reforms on external 
trade. Our results show that the liberalisation process has led to significant decline in the protection of Indian 
industry — the average value itf Effective Rate of Protection (through tariff) has declined from around 90 per 
cent in the pre-reform period to around 30 per cent in 1995-96. and only 44 per cent of India's imported coinmodities 
are subject to at least one type of non-tariff harriers. In spite of the drastic changes in the import regime, there 
is no significant change in the composition of India's import basket. This is probably due to the fact that there 
is no change in the dispersion of tariff rates among industries during the reform period. In the post-reform period, 
the higher growth in India's export has been due to the contribution of the agriculture sector. In fact, there 
has been no significant change in the comprtsition of the export basket during the reform period, while manufac¬ 
turing products accounted for almost the entire growth of export during the I98()s. Further, the trade policy 
changes have had no significant impact on export. There is no sign of improvement in external competitiveness 
after the reform period and most of the increase in India's export is explained by .shift in our markets toward 
Asian countries. 


IN the post-indcpcndencc era, India followed 
the protectionist policy and ndopteddifferent 
instruments. Thc.se instruments to a large 
extent were dictated by the objectives of the 
protectionist policy. The principal objectives 
of this protectionist policy, among others, 
were (a) to stabilise balance of payments, 
(b) to encourage industrialisation, (c) to 
fulfil the objectives of self-reliance and 
self-efficiency, (d) to help in reallocation 
of resources, (e) to increase employment, 
and (0 to provide budget revenue. The 
selection of instruments, adopted for 
achieving the objectives of the 
protectionist policy, can be classified in 
two broad groups; (a) tariff and (b) non¬ 
tariff measures. These instruments were 
basically used to bring about changes in 
price, volume or other parameters relating 
to tradable commodities and services. 

Since 1991, Indian economy has been 
constantly undergoing drastic economic 
reforms. TTicse reforms have resulted in the 
shift from inward-oriented policy of the past 
to an outward-looking policy. Although this 
process of reform had started in the mid- 
1980s, it suffered interruptions a few times 
owing toovcr-cautious approitch and several 
other factors. Only in the mid-1991 the 
process was accelerated by the former 
govemment. The reform had to take cate of 
various short-term macro-economic 
imbalances as well as integnite the domc.stic 
economy increasingly with the world 
economy through deregulation and 
competition. 

The trend towards liberal trade policy had 
found full expression with the government 
of India announcing a series of packages of 
trade and industrial policy reforms during 


the years 1991-92 to 1995-96. This is cer¬ 
tainly a major departure from the relatively 
protcctioni.stic trade policies pursued till late 
1970s. Such a break stems from the change 
in the perception of the trade policy mind¬ 
set in the country. While the objectives of 
self-reliance and sell-sufficiency inllucnccd 
the trade policy formulation in the 1950s and 
1960s, factors like export-led growth, 
improving efficiency and competitiveness 
of Indl.-m indu.strics prevailed upon the 
trade policy-making during the late 1970s 
and the early 1980s. The current trade 
policy reforms, on the other hand, seem 
to have been guided mainly by the 
concerns over globalisation of the Indian 
economy, improving competitiveness of 
its industry, and adverse balance of 
payment situation. 

The data available forthc first live years 
of 1990s show that India’s trade has 
increased significantly during post-reform 
period. To be precise, the share of India’s 
trade in GDP has risen from the level of 
around 15 per cent during the 1980s to 
more than 24 per cent in 1995-96. The 
period 1990-91 to 1995-96 recorded a 
higher gr<»wth in India’s exports (11.95 
percent per annum) than in India's imports 
(9.75 per cent per annum), thus leading 
to decline of India’s trade deficits from 
around U.S $ 5-6 billion per annum in 
1980.S to ;2..1 billion in 1994-95. During 
1995-96, India’s exports increased to 
$ .11.8 hill ion from $26.3 billion in 1994- 
95. registering a growth of 21 per cent. 
On the otficr hand, imports too increased 
during 19i95-96 from $ 28.2 billion in 
1994-95 'to 36.4 billion in 1995-96 as 
shown in Table I. 


I 

India’s Imports 

In the pre-reform period. India’s import 
and export policy was guided by the import 
and Export Control Act ol 1947. In 1977, 
two additional orders, viz, the Import Control 
Order and Export Control Order, were 
introduced and the subsequent annual policy 
of imports and exports was based on these 
legislations A long-term trade policy, for 
three years, was announced in 1985 by the 
government and some concrete steps towards 
liberalisation were taken within the 
tramework of economic reforms. Presently, 
the two main documents, viz, (a) Export and 
Import Policy, and (b) Handbook of 
Procedures, summarise the policy, process 
and procedures of export and imports for 
five years. The import and export policy 
determines in great detail the import 
p.'occdurcs that arc applicable to s|)ecific 
products, licence, importers’ entitlement as 
well as other details relevant for the iniport,s 
of goods and commodities by different 
categories ol importers. 

In the pre-reform period India’s tiadc policy 
regime was complex andcumbersomc. There 


Taiiu' 1- India's Exroms and Ismiirrs, 
I99I)-9I TO 1995-96. 

($ Millioal 



Exports 

linporis Trade Balance 

1990-91 

18.143 

24,075 

-5,932 

1991-92 

17.865 

19.411 

-1..546 

1992-93 

I8..536 

21.880 

-3,344 

1993-94 

22,234 

23.303 

-1,069 

1994-95 

26.231 

28,2.59 

-2.028 

1995-96 

31,831 

36..370 

-4,.539 
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were different categories of importers, 
different types of import licences, aitematc 
ways of importing, etc. The importers were 
broadiy grouped into three categories: 

(a) Actual Users for Industrial Products and 
Non-industrial Products, (b) Exporters, and 
(c) Others. The actual users in the lirst 
category included enterprises/persons who 
used to get import licence for items earmarked 
for their own use and not for further sales. 
These users were entitled to various types 
of import licences and could import 
goods and commodities under the.se 
modes alone. 

Different types of licence.s, that used to 
be i.ssued in pre-reform period, can he 
categorised as; (a) Open General Licence. 

(b) Automatic Licence, (c) Supplementary 
Import Licence and (d) Imports through 
government-owned canalised agencies. In 
the Open General Licence category the 
components and spare parts used by importers 
were usually imported to India on the basis 
of this licence. These imports were used by 
importers in their manufacturing activities. 
Ihthe earlier regime the list of such products, 
which fell under Open General Licence, 
Restricted Items and Banned List, used to 
be released by the government i n their annual 
export-import policy. 

In the post-reform period the coverage of 
Open General Licence has been enhanced 
and the restricted list too has been cut 
drastically. In fact the new policy now 
publishes the negative list of items which 
does not fall under Open General Licence. 
Thus all the goods and commodities, which 
are not published in this negative list, can 
be imported. The negative list of imports 
consi.sts oft a) prohibited items, (b) restricted 
items and (c)canalised items. The prohibited 
itemsarc tallow, fat, and/oroilsofany animal 
origin, wild animals and ivory. A large 
number of consumer goods (including 
consumer durables) except especially 
permitted are restricied and their importation 
is allowed against a licence. 

In order to quantify the changes in 
protectionism in the form ot Quota or Non- 
Tariff Barriers (NTBs), wc use the 
methodology of calculating the frequency 
ratios (i e, percentage of pnxlucts covered 
by NTBs using harmonised system (HS) of 
trade classification) for a post-refonn year 
I99S. This ratio gives us an idea of the 
gravity of distortions in general. The nature 
of re.<itrictions ranges from canalisation of 
commodity imports to re.strictcd commodity 
trade to a complete prohibition of trade in 
the commodity group. In our computations, 
however, no distinction has been made 
between the various forms of restrictions. 
This information has been used to compute 
the simple frequency index mentioned above. 
The estimated value of index for the year 
I99S comes to 44. It is very difficult to 


meaiiine the extern of NTBs in the pre¬ 
reform period, because government of India 
started publishing the items which arc subject 
toany kindof NTBsat HS-tradccULssillcation 
from October 1995. However, it has been 
predicted that the amount of import which 
was subject to one or more types of restriclicm. 
in iire-reform periixl, was around 90 per 
cent. In this context it should be noted that 
the recent years have witnessed the 
pirenomenalgrowthofNTBsinthc developed 
countries. The free trade regime of the 
developed countnes has gradually been 
replaced by protectionist trade regime and 
it is being viewed as permanent policy for 
times to come.' Various policy in.struments 
like .subsidics.import quota, voluntary export 
constraint, value added tax have been 
proposed under different specific cares. 

The frequency indices of India's NTBs 
have been calculated for 52 manufacturing 
sectors. The index is found to be on the 
higher side (70 per cent or more) for a group 
of 12 .sectors, while it is comparatively low 
(less than 30 per cent) for 17 sectors. For 
the use-based sectoral classification, the index 
is maximum lor the primary agro-based 
intermediate goods (77 per cent) and the 
lowest for other pnmary intermediate goods 
(11 per cent) as shown in Tabic 2. Semi¬ 
finished and tlnishcd non-food consumer 
goods reveal the next highest index of NTBs. 
Primary consumer goods too display a high 
index of NTB protection. Capital goixis and 
semi-finished and finished intermediate 
goods have medium levels of NTB index of 
protection which stand at around 35 per cent 
and 41 per cent, respectively. 

For tariff structure, India had been 
following two column nomenclature of the 
Custom Corporation Council (CCN) tor a 
longtime which was replaced by HS in 1987. 
There were three types of the mam tariffs 
applied to the items for imports, viz, 
(a) standard, (b) auxiliary, and (c) iiddiiional. 
The extent of at! valorem tariff rate varied 
from 0 to more than 300 per cent. 

A number of medical components were 
exempted from duty subject to approval by 
concerned department. For export-oriented 
industries a numberof other items, like capital 
goods, raw-matenais, components, spare 
parts, etc, were alsit enjoying duty con¬ 
cessions. The tariff structure was very 
complex with large number of exemptions, 
drawbacks, etc, varying from item to item. 
In order to comp irc the extent of protection 
of Indian industries through tariffs, we have 
estimated the trade-related indices which 
are sometimes known as Nominal Rate of 
Protection (NRP) or Effective Rate of 
Protection (ERP) of Indian industries. 

Table 3 presents the estimates of nominal 
and effective rates of protection for Indian 
economy, ba.sed on 55 sectors, for the years 
1989-90. 1993-94 and 1995-96. thereby 


defining a compaiabte set of estinunes 
beforcTand after the July 1991 trade policy 
changes. It gives estimates basedon alternate 
methods, viz. Corden’s estimates' bated on 
(a) scheduled tariff rates as announced by 
government, and (b) estimates based on 
collection of import duties.- Our emphasis 
here is on the comparison of ER P across time 
and sectors. 

Using the scheduled rates, the average 
estimated ERP declined from 87 per cent to 
62 per cent between the years 1989-90 and 
1993-94. and went down further to 30 per 
cent for 1995-%. On the other hand, the 
average estimated NRP fell down from 93 
per cent to 63 per cent between 1989-90 
and 1993-94 and declined to 31 per cent in 
1995-96. In the e.stimaies for 1993-94. the 
ERP ranges from (-)I6 per cent for wheat 
to 104 per cent for other iood items and 
beverages. There is relatively smaller 
variation in the NRP which ranges from 0 
per cent to 85 per cent for the same pnxluct 
categories. Tiic estimated values of ERP 
(based on similar pair of commodities) for 
1989-90 show a similar pattern. While the 
ERP ranges from {-)I9 per cent to 187 per 
cent, the NRP varies from 0 per cent to 141 
per cent. For 1995-96, the ERP ranges from 
(-)8 per cent to 69 per cent while the NRP 
ranges from 0 to 48 per cent. Tlic standard 
deviation of NRPdccrea.sed Irom 36 percent 
to 26 per cent and to 14 per cent in the years 
1989-90, l9‘>3-94and 1995-96,respectively, 
while the standard deviation of ERP 
decreased from 48 per cent to 33 per cent 
and to 19 per cent for the corresponding 
years. The coefficiciu of variation of NRP 
increased from 35 per cent to 41 per cent 
Irom 1989-90 to 1995-96. whereas the 
cocflicicni of variation ol ERP increased 
from 47 per cent to 53 per cent during the 
corresponding years. 

The estimates of ERP. basedon scheduled 
rates, suffer from a major limitation; the 
effective duly rates have been worked out 


Table 2: Level or Iniha's Non-Tami-t Barriers, 
IW.S 


Industry 

Frequency Index 
(Per Cent) 

1 Consumer goods 


A Primary 

64.55 

B .Semi-finished and finished 

food and beverage 

.30.04 

C Textiles 

66.28 

It Iniermediaie goods 


A Primary 


A-1 Agro-based 

76.67 

A-2 Others 

11.37 

B .Semi-finished and finished 40.52 

III Capital goods 

35.48 

Total 

44.00 


.5«urrc.-Ba.scd on £r/wirr and Impon Policy. 
April 1993-March 1997, Ministry of 
Commerce. Government of India. 
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taking into account only one type of 
exemption. Other exemptions like duty 
drawback or end-use and spccific-use 
exemptions have not been taken into 
consideration. Under these conditions, the 
effective rates would lend to overstate the 
level of protection. To counter these 
limitations, we have estimated NRP and 
ERP using the collection rates of import 
duly for the years 1989-90, 1993-94 and 
I994-9S. It should be noted that though the 
collection rote of duty has some advantage, 
it also has its own limitations. An important 
.shortcoming of this method is that while 
computing the estimate of ERP, collection 
rote of duty could not be calculated in casas 
where the commodities are not imported at 
all. 

Since collection rates are lower than the 
schedule rates, the average NRP and ERP 
based on the collection rate are also lower. 
However, the standard deviations of NRP 
and ERP based on this methixi ore greater. 
This can be explained in terms of use of the 
scheduled tari ff rates wherever the col lection 
rate is not available. As Table 3 reveals, the 
average estimated ERP declined from 49 per 
cent m 1989-90 to 32 per cent in 1994-95, 
whereas the average NRP came down from 
35 percentto27 percent irom the year 1989- 
90 to 1995-96. 

Table 4 presents the average rates oi NRP 
and ERP for the use-based sectoral 
cla.ssirications. ERPs have been grouped by 
the following major categories: consumer 
goods, intermediate goods and capital goods. 
Within each of these miyor groups, different 
subgroups have been identified, essentially 
for separating agro-based industries from 
others in the group For 1995-96, the ERPs 
for primary consumer goods have been 
observed to be the lowest, and those for the 
semi-finished and finished consumer goods 
the highest. Non-agro based primary 
intermediate goods have the next highest 
ERPs, followed by capital goods. 

Based on the collection rates, the ERPs 
for primary consumer goods are the lowest, 
and those fur the non-agro based .semi- 
finislied and finished intermediate goods arc 
the highest. Non-food semi-finished and 
finished consumer goods have the next 
highest ERPs, followed by capital goods. 
Primary intermediate goods have the lowest 
ERPs followed by capital goods. Primary 
intermediate goods too have the lowest ERPs 
except for primary consumergoods. Amongst 
the capital goods, an upward movement of 
effective protection has been seen in rail 
equipment and motor vehicles as compared 
to electrical machinery and communication 
equipment. Amongst theintermediate goods, 
the effective rate of protection for rubber 
products, petroleum products and plastics 
show an increase when compared to other 
chemicals. 


Table 5 gives the pcrccmagc distribution 
of India's import by commodity groups 
for the years 1990-91 and 1995-96. In 
case, we compiue the distribution of India's 
imports by broad commodity groups, viz. 


capital goods, fuel, fertiliser, etc, during 
post-reform periods, wc find no Mgiiificant 
difference. However, we do see a shift in 
distribution if wc consider the data at 
disaggregate level. For cxamnic, the share 


Table 3: Numinai ANoEHtrnvERATCorPnoTfccnoNiN India. 1989-90. l99.t-V4ANi> l99S-y() 


Noiiiinal Rale of ProlCLlion Elfcclivc Rjicol Pioicclion 



l989-‘)() 

199.3-94 

1995-96 

1989-90 

1993-94 

1995-96 

A Based on TarifT Rates 

Average* (linpoit Wt) 

9.3.3 

62 9 

31 0 

87 5 

(>0 7 

30 4 

Average (.Simple) 

104 8 

66 7 

35 2 

102 0 

65 4 

.34 6 

Standard deviation 

.36 2 

265 

145 

48 2 

334 

185 

Coefnciem 

35 

40 

41 

47 

51 

5.3 

B Based on Collection Rates 

Average* (Import Wi) 

.50.0 

.39 0 

31 5** 

48 8 

39 3 

32 1** 

Average (Simple) 

(55 0) 
73.0 

(.37 0) 

52 6 

(27.0) 

40 I** 

76 6 

55 0 

42 0** 

Standard devi.ition 

40 0 

.3.3 0 

27 8** 

54 1 

56.3 

48 6** 

Coefficicnl of variation 

.55 0 

6.3 0 

69 ()•♦ 

71 0 

102 0 

116.0 


Notes' * linpoii Weights of 1991-92 have been used lor all years Figuies in biackeis represent 

the averages based on import weight of same yeai 
•• For Ihe year 1994-95. 

Sources Based on 53 sectors using 

(i) Inpul-Oiilput Cuefficients for Ihc year 1991-92 Tnlinit iil Note to the ICiuhlh Ploti of 
hitiui. Planning Commission, Government ol India 

(ii) Cuutims Tariff Working Schedule, I9H9-W. Directorale of Publication, Ceniml 
Custunis and Excise, New Delhi, 

(ill) CiiMo'iis Tariff of India. 1993-94 and 1995-96, Cen-Cus Publicniions. New Delhi. 
(IV) Reiemie Budget. Ministry of Finiuiec. Goveinmeni ol indi.i. vaiious issues 


Tabl' 4 Nominal AND ElM'cnVI- RArcsiH Protedion Basiis-in End-Usi Indusirii-s 
1989-90. 199.3-94 AND 1995-96 


Sector Deseripiiun 

Nominal Rale of Proleciion 

Efieciive Rate ol Proleciion 


1989-90 

1993-94 

1995-96 

1989-90 

1993-94 

1995-96 

A Simple Average 

1 Consumer goods 

Pninary 

64.25 

19 00 

11 63 

57 48 

10 2(1 

6 70 

(0 92) 

(1 32) 

(1 06) 

(1 24) 

(.1.38) 

(2.22) 

Semi-finished, 
finislied food 
and beverage 

116..3.3 

82 3.3 

40 45 

110 92 

92 15 

40.50 

(0 15) 

(0.05) 

(0 1.3) 

(0 49) 

(0 10) 

(0 49) 

Non-food 

1.30 

78 20 

47 34 

140 3.3 

80 41 

.50 28 


(0 13) 

(0.13) 

(0 06) 

(0 17) 

(0 14) 

(0.08) 

II Intermediate goods 
Agro-bOsCd 

95.00 

7075 

41 75 

92 96 

6' 77 

41.47 

(0.34) 

(0 35) 

(0 23) 

(0 43) 

(0 51) 

(0.29) 

Other pnm.iry 

10.3 60 

76 80 

25 20 

102 77 

77 68 

23 90 

(0 16) 

(0 16) 

(0 41) 

(0.18) 

(0 18) 

(0.49) 

Scmi-rinished and 
finished 

121 67 

81 9.3 

43 62 

123 35 

83 08 

46 07 


(0 17) 

(0 06) 

(0 16) 

(0 25/ 

(Oil) 

(0 20) 

III Capital Goods 

95 00 

68 11 

35 30 

78 51 

62 79 

.31.26 

(0 21) 

(0 19) 

(0 22) 

(0 4.3) 

(0.36) 

(0 .38) 

B Import Weights Average 

1 Consumer goods 

Pninary 67 05 

40 5 

21 87 

59.34 

39.81 

19.05 

Semi-rtnishcd. finished 
food and beverage 

140.59 

77.09 

47.87 

186.36 

I04..37 

68.18 

Non-Food 

140.19 

81 .39 

48 08 

151..58 

84.94 

50.86 

II Inlenneduie goods 
Agru-bosed 

.58.87 

.34.58 

28 88 

44 76 

16.7.3 

24..59 

Other priinoiy 

114..56 

84 92 

31.10 

115.19 

86.18 

.30..54 

Semi-finished and 
finished 

120.05 

81.40 

41.44 

116.69 

81..30 

4.5.13 

ill Capital goods 

94.31 

62 30 

.3.3 24 

77.05 

54.44 

27.80 


Now. Figures in brackets indicate the coefficient of variation (CV). 
Sources'. Same os in Table 3. 
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of the petroleum oil has declined from 2S 
per cent to 20 per cent, that of chemical 
increased from 3.3 per cent to 8.2 per cent, 
of gem and jewellery declined from 8.7 per 
cent to 3.7 percent. Uwking at these figures, 
it is difficult to say whether the distribution 
of India’s imports by commodities have 
changed or not. To examine the changes in 
the distribution of India's imports by 
commodity groups in two (leriods, we (a) 
measure an index' some time known ns index 
of structural change, and (b) lc.st a null 
hypothesis that the distribution of India's 
imports hy commodity composition during 
the year 1994*9.3 (i c. post-reform pcritxl) 
is not different from that for the year 1990- 
91 (i e, pre-reform period), using a statistical 
non-paramctric test, sometimes known as 
.sign-test.^ The estimated value for the index 
of shift in cummodily composition (with 
ba.se l980-8l=l(X))isgivcninTablc 6 which 
shows that the index changed by 27 per cent 
during 1980-81 and 1990-91, showing a 
significant departure in India's import 
basket by commodity groups. However, 
the association between the distribution 
of India’s imports during 1990-91 and 
1993-96 docs not show any significant 
change becau.se the index has declined hy 
only 1.6 percentage points. The result of the 
non-parametric test also prove the hyputliesis 
that there is no statistical difference in the 
two distributions of India’s import by 
commodity groups, during 1990-91 and 
1993-96, at 3 per cent level of significance. 
Hie results arc really puzzling. It wasexpecicd 
that the drastic change in India’s import 
regime will lead to change in the 
composition of India’s import basket. 
However, this finding is in consistent with 
the results of estimates of ERP of Indian 
industries, which shows that the dispersion 
of the trade protection has nut changed 
during the reform period (Table 3). Our 
result has shown that the coefficient of 
variation' of NRP lias not declined in the 
post-reform period. 

II 

India’s Exports 

it is well known that the share of India’s 
exports in world trade has consistently fallen 
from 2 per cent in l9S0s to around 0.6 per 
cent in 1970s. The share has remained more 
or less close to 0.5 per cent from 1973 
onwards which implies that our exports have 
increased at more or less the same rate as 
that of change in the world trade. The rapid 
increa.se in our exports during 1990s has led 
to increase in our share of world trade to 
around 0.8 per cent in 1995-96. The value 
of India’s exports, during 1990-91 to 
1993-96 increased at annual rate of 12 |)cr 
cent which is significantly higher than the 
value of world trade which increa.sed at an 


annual average rate of 7,5 per cent during 
1990-9S.The higher growthofindia'sexport 
has been noticed during the years 1993-94, 
1994-95 and 1995-96(Tsdilc 7). It wtis during 
these years that the world trade loo expanded 
signiHcantly. According to a recent report," 
world merchandise export in 1993 expanded 
by i9 per cent in value terms representing 
sharp acceleration in growth from 13 per 
cent in 1994. 

In order to examine the effect of the 
different factors, like world demand, price 
cumpetiti vcne.ss. trade policy changes during 
1991 -92 to 1995-96, etc. on India’s exports, 
we regressed the changes in India’s export 
on changes in world exports, relative pnee 
of India’s exports to the price of other 
countries and exchange rate. We also tried 
to capture the impact of non-price factors, 
including quality of products and changes 
in trade policy reforms, etc, using dummy 
variables. The summary of the results ot one 
of such (egression equation is given in 
Table 8. Our results show that much of the 
increase in India’s export is captured by the 
incre.a.se in the world exports us the coefficient 
value is statistically indicative even at I per 
cent level of significance. In fact, the 
estimated coefficient of the relative prices, 
trade policy reforms,etc, arc nqt significant, 
which means the price competitiveness has 
not improved India’s export market. The 
elasticity of India’s export with respect to 
world trade conics to around 1.8 (Table 8). 
This significani higher cocfUcieni of activity 
variable may be due to cither changes in 
composition ol India’s exports by 
comniflditics or changes in the direction of 
India’s export market. The following 
paragraphs prove that theie have been 
significant changes during 1990s in India’s 
export market to different countries. Most 
of the directional changes arc in lavour of 
Asian market and they have registered higher 
growth in the value of their trade. In 
conipari.son to the increase in the world trade 
to the rate of 7.3 per cent per annum during 


1990-95. thecxpoit growth in Asian countries 
was of the order of 12 per cent. 

The compasition of India’s expons by 
commodities has not changed .significantly 
during 1990s. ITie share of agriculture and 
allied goods in India’s export basket has 
remained more or less the same. In fact, 
it has incrca.sed slightly from the level of 
17.9 per cent in 1991-92 to 19.1 per cent 
in 1995-96. The share of the manufactured 
sector too has remained more or less the 
same. In J 991-92. it was 74.6 per cent and 
has slightly declined to 74.38 per cent in 
1993-96. In this context, it should be noted 
that the share of manufactured .sector had 
increa.scd to around 76-78 |ier cent during 
1992-93 to 1994-95. The decl i nc i n the sh.tre 
of manufacturing .sector in the last year, i 
c, 1995-96, IS basically due to higher export 
growth ill the agriculture .sector, (he rate 
iKing 44.6 per cent as compared to 21 per 
cent for the total exports (Table 7). Among 
manufactured goods, the share of three 


Tabli; 6: Index OF.SiKiini'RALCMANCiirs* of 
India’s Trade by CoMMoumES/MARKET, 
1980-81 TO 199.1-46 


Variable 

1980-81 

1990-91 

1995-96 

Commodity Composition 


Exports 

1.00 

0.605' 

0.560-’ 

Imports 

1.00 

0.6.54' 

0.61 S'* 

Direclion by Countries 



Exports 


1.00 

0.84’ 

Imports 


1.00 

0.89" 


Notes: * Fordofinitinnofstructural change .sue 
footnote 2 of the text.. 


1 B.ised 1 ) 11^6 paired .sample for the 
years 1980-81 and 1990-91. 

2 Bused on 78 paired sample for the 
years 1990-91 and 1995-96. 

.) Based on 14 p.Tired sample for the 
years 1980-81 and 1990-91. 

4 Ba.sed on 59 paired sample for me 
years 1990-91 and 1995-96. 

5 Ba.sed on 21 paired sample for 'he 
years 1990-91 and 1995-96. 

6 Based on 26 paired sample for the 
years 1990-91 and 1995-96. 


Table 5; India Imports by Major Sectors POL and Non-POL 

{Value: $ Milliiml 



1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1 POL 

6031 

5362.9 

5919.2 

.5752 

5929 

7.548.1 



(-11.07) 

(10.37) 

(-2.81) 

(3.07) 

• (27.29) 

II Non-POL ■ 

18033 

14192 

1.5964.3 

17.5.50 

22732 

2887.3 



(-21.29) 

(12.48) 

(9.93) 

(29.52) 

(27.01) 

II. 1 Non-elec iiLTchinery 

2140 

1468 

1653 

1881 

2728 

.3965 


(-31.4) 

( 12 . 6 ) 

(1.3.8) 

(4.50) 

(45.3) 

11.2 Org chemical 

892 

556 

646 

887 

1382 

1721 



(-37.7) 

(16.2) 

(.37.3) 

(55.8) 

(24.5) 

11.3 Iron and steel 

llt )6 

711 

711 

748 

1082 

1.376 



(-35.7) 

( 0 ) 

(5.2) 

(44.6) 

(27.1) 

11.4 Electronic Goods 

0 

0 

0 

1231 

1228 

1749 

• 





(-0.3) 

(42.4) 

Total 

24064 

19.554.9 

21883.5 

23302.8 

28662.2 

.36421.1 



(-18.73) 

(11.90) 

(6.48) 

(22.99) 

(27.07) 


Note: Figures in parentheses represent per cent growth. 
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conntKxlhy groups, viz, gem and jeweileiy, 
textile and readymade garments, accounted 
for 56 per cent of manufactured exports in 
I99S>96, which was around SO per cent in 
1990-9 i. On the other hand, the leather and 
leather products and engineering goods 
(including machine and transport equipment, 
electronic goods and computer software) 
had a substantial .share in India’s export 
basket: 8 per cent and 12 per cent, 
respectively, in 1990-91. The share of these 
.sectors has shown a significant decline in 
1995-%: 3.6 per cent and 8.6 per CMit for 
leather and leather manufactures and 
machinery sector, respectively. The 
commodities which recorded high growth 
during the period 1995-96 were electronic 
goods (33 per cent per annum), primary and 
semi-llnishcd iron and steel (53 per cent), 
paper and paper products (37 percent), ciLStor 
oil (30 per cent). ricc(37.4pcrccnt). computer 
software (86 per cent), wheat (more than SO 
percent), lloriculturc products (37 percent), 
seeds(77percent), processed vegetables(63 
per cent). However, the share of these 
commodities in total exports is small. 

The above picture shows a departure in 
the growth trend of India’s export by 
commodities during the first five years ot 
1990s as compared to the trend in the earlier 
period. In 1980s, the export of agriculture 
and allied products had remained virtually 
stagnant and manufacturing products 
accounted for almost the entire growth in 
total exports. On the other hand, in 199()s. 
the agricultural and allied .sector have 
contributed significantly to India's exports. 
To measure the changes in India’s export 
basket by commodity composition, wc 
estimated an index, .sometime known as index 
of structural change. Tlic index was measured 
for 1980-81, 1990-91 and 1995-96, based 
on the share of commodities. The results of 
this measure are given in Table 6. The results 
clearly show that there was change in 
India’s exports basket as the value of index 
declined significantly between 1980-81 and 
1990-91. On the other hand, the change 
between 1990-91 and 1995-96 was only of 
the order of 6.6 per cent. In addition, the 
distribution of India’s exports by different 
commodities, for the years 1990-91 and 
1994-93, was teiited by a statistical te.st, 
some time known as sign-test. The results 
of the statistical test show that the null 
hypothesis, that thercisnodifferenLe bet ween 
two distributions, is not rejected. 

The trend in India’s export by commodities 
raises a number of questions. It is generally 
believed that the liberalisation process will 
lead to expansion of exports through 
diversion of resources from the domestic to 
external sector, with production and exports 
in favour of manufactunui. However, the 
increasing trends in India’s exports 
accompanied by highergrowth in agricultural 


and allied sectors, raise doubt on its 
sustainability or substantiality. The doubt 
gets strengthened if wc see the trend of 
products within agriculture sector. The 


growth is being witnessed in the case of 
Ihtrse coinnnxlities of primary sector where 
the world demand has shown a declining 
trend.’ In addition, the liigh growth in the 


Taslh?: Inwa’s ExnosT av Majors. IWO-UI to IW.S-Ufi 


PnMJuci 

1990-91 

1991-92 

1992-9.3 

1993-94 

1994-95 

1995-96 

Agriculture and allied 

3522 

3.338 

3135.8 

3995 9 

4210.5 

6090 



(-5.2) 

(-6.11) 

(27.4) 

(5.4) 

(44.6) 

Ores and mineral 

8.56 

823 

7.37.8 

888 3 

987.9 

1185 



t-l..5) 

(-10.4) 

(20.4) 

(11.2) 

(20.0) 

Manufactured goods 

1.3231 

1.3261 

14015.9 

16797.5 

2()S(.7.3 

23712 



tO.2) 

(.5.7) 

(19.8) 

(22.4) 

(15 31 

Total 

18142 

17866 

185.37.2 

222.38 6 

26330 5 

31876 



(-1.5) 

(3.8) 

(20.0) 

(IS4) 

(21.h 


Afole: Figures in puiunllic.scs represent pcivciiiage gniwth rule. 


Tables: Reokcssion Riscllsofan Exidki Fi'.si iio\ 
lEqualion; logXI = a+b I) t-c. logXW t tike.l)) Kl’| 


Variables 

CocITicicni 

t-slai 

R- 

R-’ 

F-S(ul 

Constt 

- 2 .r >6 

1 55 

0 987 

0 979 

116.68 

D 

-1.48 

0.48 




XW 

1.88 

7.78 




RP 

-0.13 

0.73 




RP*D 

0.34 

0.68 




Where XI 

= Unit Volume Index of Indio’s Exports 





XW = Unii Volume Intiex of World's Exixiri.s 
RP = (UVI'EXRT UVW 

= Relaiive Priec tie, Kaito of India's export price to price ofcoiiipetiiivc counirics) 
UVI = Unit Value Index of India's Exports 
UVW =■ Unit Value Index of World Merchandise Ex pons 
EXRT s India’s Exchange Rate 
D = Dummy Variable for Reform Period 

Number of Ohservatinns: 1984-85 to 1995-96 

Sources: luienuil'uHmlTrtule: Tmiil mid Slalislics. 1996. WTO: Annual Rcfiori. IWS. Volume II: 
WTO; licimoimc Suner, 1995-96, GOI; Monllilx SiniiMics Kctnlinn lo liidinii Et oiinuiY. 

ix}as 


TabieV: Direction of Inoia’sExiortssvCoiintrii s. 1990-91 no I99S-96 


Countries 

Per Cent of Total Share 
1990-91 1994-95 

1995-96 

Growth oi India's Exports* 
(Per Ceni Per Annum) 

US 

14.74 

19.1.3 

17..34 

15.76 

Jupan 

9..30 

7.74 

6.96 

6,47 

Gennuny 

7.79 

6.62 

6.23 

7.29 

UK 

6.53 

6.44 

631 

It 56 

Hong Kong 

3..30 

5.78 

5.71 

26.33 

UAE 

2.40 

4.78 

4 47 

28.69 

Belgium 

3.86 

3.77 

.tsi 

10.34 

Italy 

3.08 

3.27 

.3.19 

1.3.74 

Singapore 

2.09 

2.91 

2.82 

20.3 

Bangladesh 

1.68 

2.43 

3.26 

29.25 

Netherlond 

2.00 

2.22 

2.39 

16.3 

France 

2.35 

2.22 

2..34 

12.25 

Saudi Arabiu 

1.29 

1.65 

1.51 

17.44 

Thailand 

I..36 

1.55 

1.49 

15.91 

Sri Lanka 

0.72 

1.40 

1,25 

25.6 

Australia 

0.99 

I..32 

1.18 

16.63 

South Korea 

I.OI 

1.21 

I..38 

22.31 

Malaysia 

0.82 

i.tw 

1.23 

22.43 

Indonesia 

0.60 

1.04 

2.08 

50.73 

Spain 

0.86 

1.02 

1.23 

21.59 

Switzerland 

1.2.3 

0.94 

0.89 

5.13 

Total 

t(X).0() 

100.00 

l(M).(X) 

11.95 

Total Exports 

.35.527 

8.23.38 

10.64.64 



*Bascd on value in US $ fur ilw period 1990-91 to 1995-96. 
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exporth ul' tt^nvulturc and allied xcctor 
cannot be sustained without affcciins the 
supply of commodities in the domestic 
market. 

Table 9 gives the direction of India’s 
exports by countries for 1990-91, 1994-95 
and 1995-96. One can notice from this table 
that the shareof India’sexpon in the European 
markets has either declined or remained 
constant. The share of the US in India’s 
market has shown slight increase, but 
noticeable change is being observed i n India’s 
export to A.sian countries. The export of 
India to all major Asian markets has increased 
by more than 20 per cent per annum during 

1990- 91 and 1995-96 (Table 9). indonc.si,i 
(50 per cent), Bangladesh (29 per cent). 
UAE(28 percent) Hong Kong (26 percent), 
Sri Lanka (25 per cent). Malaysia (22 per 
cent) and South Korea (22 per cent) have 
contributed significantly to the growth ul 
India’s exports. To measure the changes 
in the share of India’s exports to dilfcrent 
countries, we estimated an index ol struc¬ 
tural change for 1990-91 and 1995-96. 
The results arc given in Table 6 which 
show that the direction of India’s exports 
has significantly changed during post- 
reform period. 

Ill 

Concluding Observations 

Some of the prominent charactcrstics 
that emerge from above results regarding 
the impact of trade liberalisation on India's 
exports and imports arc summarised 
below; 

The liberali.sation process during 

1991- 92 to 1995-96 has enhanced the 
importance of international trade in our 
domestic economy. To be precise, the 
share of India's trade in GDP has increased 
to the rate ot more than 24 per cent in 
1995-96. During 1990s. the higher growth 
has been recorded in Indias exports than 
in India’s imports leading to decline of 
trade deficit from the level of $ S-6 billion 
per annum in 1980s to aiound two billion 
in 1994-95. In 1995-96, the trade deficit 
has increased to $ 4.5 billion. 

A large number of measures for the control 
of imports have been dismantled. ALso a 
number of quantitative restrictions, which 
were impo.sed in protectionist regime, have 
been done away with. Most of the remaining 
restrictions areba.scd on health, environment 
and other similar causes except for 
commodities of consumer industry. At 
present there arc no quantitative restrictions 
for imports on more than 55 per cent tariff 
lines. 

Tlic level of protection as measured by 
ERP .shows that there has been a significant 
decline in its value from more than 90 per 
cent in early 1990s to around 30 per cent 


in 1995-96. However, the average rate of 
tariff in India’s consumer goods industry 
was still hovering around 45 per cent in 
1995-96. There has been relatively smaller 
variation in the range of tariff rates in 
1995-96 if we compare it with the range fur 
the year 1989-90. However, the estimate of 
coefficient of variation (of ERPs) show that 
the dispersion of tariff rules has not declined 
with the adoption of the liberalisation process. 
It is probably due to this factor that there 
is no signiiicaot change in the distribution 
of India's import basket by commodity 
gniups during the lirst live years of the 
I990 n. 

An analysis of India’s trade by com¬ 
modities’ classiliL.ition show that there has 
been no signiluani change in India’scx|)Ot1 
baskcl during the Iasi live years. The 
contribution of the agriculture sector to the 
growth ol our export was more or less same, 
even higher than that of industrial sector. In 
case if wc have to increase our trade at higher 
rate, in medium ternt. wc must shift lo high 
value items, particulurly in service sector. 
The domc.stic problematic is.sucs such as 
poor export infrastructure, custom regu¬ 
lations with less hurdles, export financ¬ 
ing at liberal terms, etc. need immediate 
attention. 

The trade statistics for 1990-91 to 1995-96 
reveal that the direction of India’s export has 
shown a significant departure. There has 
been substantial increase in India’s exports 
to Asian markets. In fact, our results show 
that must of the increase in India’s exports 
is due to a shift in our markets. Our results 
also show that there is insignificant effect 
of other variables like price, exchange rate, 
trade policy changes, etc. on our exports. 

Notes 

1 The Corden’s Measure of Effeclivc Rate 
of Proleclion (ERP) for coininodily j 
defined as 

«■ - !Slt. 

ERP, = 

- £ a„ 

where 3,^ s input-output coefficient, t, = 
import tariff rate (or NRP) of ith good. 
The values of are taken from the input- 
output tables for the year 1991 -92 prepared 
by Planning Commission, while the values 
of lanfr rale (I,) or NRP arc based on (a) 
'scheduled i iriff rales' as announced by 
govcmineni, and (b) based on ‘collcelion 
dale’. 

2 The esiimaies of ERPs based on collection 
of import duties are also calculated by 
Corden’s method The colleciion rates in 
‘custom duties on imports/loial value of 
imports’. 

.1 The index is commonly known os index of 
structure change and represented os the 
coefficient A of CosA. This is a measure 


of the degKe of curmlaiiun hciwucn the 
value shares in two periods. If the 
comlaiiun is high then there is little 
structural change, but, if the correlation is 
low, then there is a lot of siruciural change. 
Both expanding and shrinking branches 
contribute lo the measure. The precise 
measure computes the coefficient of 
correlation (r) between the two periods 
and then converts it to a incosurc of the 
angle between the two shares as vectors: 
A» HKXCaS ' (G)vS.VIIvarS^viirSp)“)J/ 
2a)S-'(0). Sec UNIDO. Indiisiriat tmd 
fievehtpuKHl GUM Reiwrt IW6, Vienna. 

4 .Sign-test is a non-paramctric procedure 
U!>ed lo test the hypothesis that the 
disiribuiions of two retaied sainple.<i are 
(he same. Although this lest is not powerful 
in comparison to ihc tests used in standard 
statistical technique!, it makes no 
assumption about Ihc shape of distribution 
(as IS generally assumed in siandatd test 
procedures). To compute the sign-test, the 
difference between the percentage share 
of a commodily in the post-reform period 
is compared lo corresponding pcrccniage 
share in lltc pre-reform period. The number 
of positive and ncgaiivc differences are 
calculated. If the distributions of iwo 
.samples are the .same, the minibcr of 
positive ca.ses should be same as (hose of 
negative. For this test, we assume that the 
sampling situation is such that the X and 
Y observations are paired, that is. we 

observe (X,, Y,).(X,. Y,). Wc wish lo 

icsi H,:F,( )=Fy( ). A.s.sunic that 
(X,,Y, )....(X,, Y„) IS a random sample from 
some joint disinbution F,, (,). Further 
assume that (.) is such that 
P[X>YI=H[X<Y]=l/2 when H. i.s true. 11 
wc define 

JX, - Y), 

then Z^ has a Bernoulli distributum. and 

consequently S, - £ Z, has a binomial 

distribution with parainclers n and 
p = P(X. > Y,J. If H. is inic. p = 1/2, and 
E(SJsn/2. If the alic.-mgivc hypothesis is 
two-sided so that p=P(X, > Yj can be cither 
larger or smaller than l/2.ihen a possible 
lest criterion is to accept H„ if S„ Is close 
lo n/2. that is. accept H„ if (S, - n/2) < 
k. where k is determined by fixing the size 
of the lest, k is easily dcicrmined from a 
binomial table, and we have a very simple 
lest of the equality of the two populations. 
For details, .sec Mood A M, InlratluvUmi 
lo lilt Theory Siiili.iiics, MacGraw Hill; 
London. 

5 .Standard Deviation of NRP/Average Value 
of NRP 

6 GATT Acliviliex, WTO, Geneva. 

7 Nambiar, R G and B Rsidharan (1996). 
‘Tradc Policy for a New World Agricaltural 
Market. liMA National Seminar on 
Agricultural Development Perspective 
for the Ninth Five-Year Plan, IIM. 
Ahmedabad. June, 1996. 
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Western Education and Rise of New Identity 

Mundas and Oraons of Chotanagpur, 1839-1939 

Joseph Bara 

Tribal communities in India were neither closed and static entities nor did they passively succumb to changes 
wrought by external influences. This article traces the evolution of educated munda and oraon youth in Chotanagpur 
under the patronage of British western education and the church missionaries. Yet these very youth were in the 
forefront in articulating their distinct identity against the internal colonialism perpetuated by the Biharis and 
against the communal politics engulfing Bengal. 


COLONIAL ethnology enclaving tribal 
societies in India as closed and static societies 
and attributing to them quaint beliefs and 
practices in contrast to ‘civilised* populations 
of the plains, no longer holds true. Anthropo- 
historical research of the last few det adcs 
demystify the tribal societies and show them 
to be internally dynamic and regularly 
interacting with external socio-economic 
forces. The mundas and theoraons inhabiting 
a centrally located region of Chotanagpur 
since the middle ages are perhaps the best 
example of a tribe, continuously facing cul¬ 
tural waves from all directions but still pre¬ 
serving its distinct cultural identity. Though 
a localised cultural terrain made the mundas 
and the oraons somewhat self-centred, they 
were by no means insensitive to the incoming 
forces. Thus, during the pre-colonial phase 
when brisk Sanskrilisation of the Raja ot 
Chotanagpurand hiscoterie was taking place, 
one hears of a fracas in the royal court as 
a repercussion of this process. The details 
of the clash in legends indicate a conflict 
between indigenous and alien cultural ethos.' 

British colonialism in Chotanagpur 
intensiricd the ongoing cultural,process of 
the pre-colonial times by introducing a host 
of middlemen between the new rulers and 
the tribal peasantry.^ Gradually, the mundas 
and the oraons were being reduced from 
their status of original land owners to semi¬ 
serf conditions and their community life was 
completely shaken. In the study of this 
colonial turbulence in the tribal society of 
Chotanagpur, scholars have concentrated on 
thedeepening agrarian crisis andthe creation 
of an impoverished tribal, sullen and 
retrogressive in character; in the cultural 
sphere the pre-occupation of the scholars is 
to prB.sent a passive tribal being imposed an 
alien culture, either succumbing to cultural 
shocks, helplessly or getting vertically 
influenced and misdirected by incoming 
foreign forces.' There is a tendency to 
.overlook the psyche of the tribals in the 
acceptance, use and internalisation of the 
new cultural elements. Also the specific 
cultural context of the tribal society making 
the mundas and the oraons extra sensitive 
to the superimposed alien culture, as also the 
historical context of colonialism especially 


since the second half of the 19th century, 
have not been adequately accounted for in 
the cultural adaptation of thc.se tribals. 

As they were being ravaged, the mundas 
and the ornun.s organised protests by crude 
revolts, the culmination of which was the 
Kol Revolt of 18.11-32. After being sup¬ 
pressed by iron hands, they remained .subdued 
fora while. Meanwhile many ol them resorted 
to ‘passive protest' or emigration from 
Chotanagpur to escape hardships at the tea 
plantation industry in the northeast 
throughout the 19th and the early 20th cen- 
tuncs, and later un.ibaiedly to the Andaman 
islands. But their inner urge to restore their 
agrarian rights and community life never 
died out. Those who stayed on realised the 
inadequacy andouidatedness of crude revolt 
as a method ol protest, and were pondering 
over a new course. At this juncture the 
colonial administrators introduced two 
western forces among the mundas and the 
oraons; western education and the Christian 
missionaries in which the tribals found an 
imponant weapon. Ouringthistimeageneral 
idea of educating the tribal people was gaining 
ground. William Adam, famous surveyor of 
indigenous education in Bengal in 1830s 
observes: “I am aware that much may be and 
has been done to civilise those tribes by 
promoting and protecting industry, by 
administcringjustice between man and man, 
and by punishing crimes against society. But 
that moral conquest can be secured only by 
that knowledge and those habits, which 
education gives and the means of education 
hitherto been very sparingly employed”.* 
The architect of western education in India, 
T B Macaulay saw in 1837 distinct ‘political 
grounds' behind the education of the tribal 
populations.-* To this was added the religious 
zeal of some of the British officials posted 
in Chotanagpur who wanted to check 
HinduisationofthetnbalsbyOriya brahmins 
in the westem part “The aim of colonialism, 
however, behind them, was not to equip the 
tribals with new means in their struggle, but 
to tame the tribal beast and augment colonial 
exploitation of a lately discovered territory 
of Chotanagpur. 

Both western education and Christian 
missionaries were totally alien to the social 


system of the mundas and the onions. There 
was no formal system of education among 
the mundas and the oraons. leave aside any 
mention of literary education. The youth 
dormitory system known as ‘giti-ora’ and 
‘dhumkuria’ among the mundas and the 
oraons respectively, stood for a training 
ground for the youth,' but the whole affair 
was informal to the core. The pre-colonial 
indigenous populai education or the ‘pat- 
hsala' education that accompanied immigra¬ 
tion of the middlemen was almost unknown 
to the tribals. Adam who proposed to the 
government a scheme of popular education 
for Bengal and Bihar noted that the tribes 
had 'no affinity of race or of language, no 
sympathy in qjanners or in religion, with 
cither'.* Similarly, the tribals remained with 
tlicir nnimist beliefs and practices, even when 
Sanskritisation in some pans of Chotanagpur 
was in progre.ss. Christianity preaching less 
complicated hcliefsand rituals and egalitarian 
principles in a castc-ridden Hindu society 
was of no immediate appeal to these tribals: 
relative egalitarianism had been a long 
tradition among them. Hence, there was no 
ready-io-grab attitude among the mundas 
and the oraons towards western education 
and theChristtan missionaries till about 18S0. 

The Chotanagpur tribals were no less 
calculating than the high caste Hindu 
populations in responding to ihc missionary 
manoeuvres. Only five years of hard labour 
yielded the missionaries first converts in 
I8S0. The tribals gave in seeing that he 
religious principles of Christianity in 
substance were not very different fiom their 
own beliefs and rather the missionaries, being 
white men like the British officials, were a 
potential ally in theirstruggle for theirrights. 
The missionaries are on record admitting 
that their first converts came to them mainly 
with the latter objective.* Meanwhile in the 
official eyes the relevance of the missionaries 
among the tribal s was i ncreasing. The second 
half of the 19th century was an age when 
the imperialist theory of ‘divine dispensation* 
reigned supreme in India. White in other 
pans of India including in neighbouring 
north Bihar, the event of mutiny of 18.57 
temporarily jolted the official zeal in this 
direction, the specific tribal situation of 
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Chotanagpur made the colonial nilen to 
give the missionaries a signal to go ahead 
in full swing. This was part of a mission to 
civilise must 'backward' populations, where 
the missionaries would prove expedient.'" 
Thus, Chotanagpur along with the northeast 
region joined the 'mass movement’ or en 
bloc conversion of the depressed clas.ses to 
Chri.stianity since the mid-19th century. For 
the tribals. it should be reiterated, the moti ve 
was an overall cultural rehabilitation, whereas 
to the lower castes and outcastes the main 
attraction was egalitarianism and taking an 
escape route from the tyrannical caste system 
of Hinduism. 

The Christian missionariesquickly proved 
their usefulness by initiating action on 
agrarian ca.scs of the distraught tribals. 
Repotting in 1910 the survey and settlement 
officer, J Reid says, “when an aboriginal 
comes tocivil orcnminal courts, he is literally 
despoiled, unless he happens to be a 
Christian”." No such immediate result could 
be expected from a few schools planted by 
the government in the heart of Chotanagpur 
since 1839. According to an early report, 
“few of the inhabitants of the country can 
beinduced to attend, almost every boy receive 
a pice for his attendance without which there 
would not be a dozen boys in the school”.'^ 
The administrative offices and the courts 
continued with the semi-Persian traditions, 
where pathsala trained immigrant hands had 
their full hold." The new schools which 
included only some elements of the 
indigenous popular education, wcrethcrcforc 
looked at by the tribals somewhat cynically. 
To this were added the cultural lag between 
the informainess of the tribal .system and the 
formalness of the new education, and 
difficulty with the medium of instruction. 
Some of the tribals, of course, saw the socio¬ 
economic value of the new education, but 
their longing fur it was further stalled by 
economic reasons. The tribals’ better atten¬ 
dance during the lean season of agriculture 
and a number of them clinging to school 
despite several failures at the initial classes 
depict both their difficulty with western 
education as well as their aspiration for it.''* 
The Wood Despatch of 1854 espousing 
popular education for the first time was of 
little relevance to the tribal population. As 
it is, it was not in the capacity of the colonial 
government to undertake direct education of 
the common people. Within this scenario, 
Chotanagpur had an extraordinai ily zealous 
official in E T Dalton (first as deputy com¬ 
missioner of Ranchi and then as com- 
missionerof Chotanagpur from 1857 to 1875) 
at Ranchi. Having realised the need of special 
treatment of the tribals in the scheme of 
colonial 'civilisation’, Dalton acted as a 
patron of the mundas and the oraons, and 
western education was one of his priorities. 
But his enthusiasm for the education of the 


tribail was constrained by the very colonial 
machinery. Soon he found in the Christian 
missionaries, who were fast expanding their 
operation, a good companion which effec- 
tiveiy meant placing the colonial govern¬ 
ment’s educational responsibility on the 
missionary’s shoulder." 'Thus, the western 
education and the Christian missionaries 
became a single vehicle as far as the tribals 
were concerned. 

Hie colonial policy of promoting non¬ 
governmental agency for the tribals was 
amplilled by the Indian Education Com¬ 
mission of 1882.'" In the absence of any 
other voluntary agency, the dominance of 
the Christian mis.sionaries in the education 
of the tribals was turning into a monopoly. 
Chotanagpur was an arid zone as far as the 
indigenous initiative in western education 
was concerned. As part of internal colonialism 
within colonialism, most of the immigrants 
from Bengal and Bihar were educating their 
children .it their native place, where they 
were even helping establishment of new 
schools. Whatever little interest they 
exhibited in Chotanagpur was in accordance 
with what suited them. In Palamau district, 
for instance, the landed gentry opened some 
schools to educate their own children. The 
migrant middlemen in fact wanted the tnbals 
to continue in a state of ignorance." In the 
outlying district of Manbhum, the liKal 
initiative was as good as in Bengal proper 
for the obvious reason of the predominance 
of Bengali population. But in Singhbhum 
where this population had spilled to form 
an enclave among the tribals, the Bengali 
language was imposed as the medium of 
instruction in the government schools. TTiis 
'mistake’ was realised and Bengali was 
replaced by Hindi in 1854." Typical socio¬ 
economic handicaps of a tribal society 
inhibited tribal initiative in western education 
during the 19th century. But one comes 
across an interesting exception here. In the 
Kohlan area of Singhbhum where the factor 
of middlemen was minimal and a relatively 
better-off and Sanskritised Ho mundas lived, 
the village headmen volunteered to open 
schools for the education of their children.'* 
Barring this, the tribal field of Chotanagpur 
was wide open for the Christian missionaries 
at this stage. 

The educational infrastructure evolved by 
theChristian missionaries amongthe mundas 
and the oraons w.'s somewhat similar to the 
popular education scheme of the missipnaries 
in Bengal in the early 19th century or of the 
Chri.stian Vernacular Education Societysi nee 
1858. They conducted central schools at 
Ranchi.to which were attached feeder schools 
situated at remote mission stations but 
supervised centrally .Hindi, alien to the tribals 
but emerging as a link language between 
them and the outsiders, was adopted by the 
missionaries as the medium of instruction. 


TTiere was provision for orientation In the 
English language. No attempts wne ever 
made to employ the tribal dialects in the 
schools, though the Mundari and Kurux 
(Oraon) grammars were reduced to writing 
andalsosomeBiblical and liturgical literature 
were composed in them for the first time. 
The missionaries had already started a 
printing press in 1872 and through this they 
promoted the Hindi language. A Hindi 
fortnightly called Gharbandhu published by 
them since 1878 became highly popular.” 
Thus, Hindi developed as an effective 
medium of instruction among the tribals. 
Against the backdrop of mass conversion in 
Chotanagpur, the thrust in the missionary 
schools was not so much'winning new 
converts through their mechanism, but raising 
indigenous leadership - the catechists and 
teachers - and this shaped the missionary 
education as predominantly literary. These 
basic features of the educational growth 
continued for the next several decades and 
contributed to the rise of Ranchi as an 
educational centre fur a large area of tribal 
hinterland. 

The mundas and the oraons looked upon 
the new education as empowerment. The 
question is who among them were the 
recipientof such education. Unlikethe Bengal 
scenario of the early 19th century, where 
dominant Hindu castes outnumbered others 
in the numc.ous popular schools the mis¬ 
sionaries conducted on western lines, 
Chotanagpur presented a predominance of 
the tribal converts in similar missionary 
schools. (Of course, in the handful of gover¬ 
nment schools the outsiders dominated). 
Available studies show that price rise in the 
sale of agricultural produce in the region 
from about the mid-19th century, produced 
a relatively better-off peasantry in Chota¬ 
nagpur,’' and it was this section that drifted 
to missionaries, and thereby to the new 
avenues of western education. Even among 
the outcastes one Finds a relatively better- 
off .section moving on to Christianity. But 
whereas the missionaiy connection in specific 
situation of Chotanagpur led the mundas and 
the oraons to pursue mi.ssionary education 
without external hindrance, the outcaste 
Christians had to face high caste hegemony 
in the church and the schools. 

For the above rea.son, the outcastes’ mis¬ 
sionary association and their educational 
aspiration soon proved a mirage to them, and 
they continued as subdued and accustomed 
to the system of subordination as earlier. But 
the scene was different in Chotanagpur. The 
missionaiy education created an ambitious 
tribal peasantry, moreconsciousofitsorigin^ 
rights and able to articulate its grievances. 
These were manifested by a section of the 
first converts during the last quarter of the 
19lh century in an agrarian movement called 
the Sardari Larai.” It was, however, not an 
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unbridled tribal militancy of the days of 
crude revolts. The content of Christian 
principles and western liberalism in the new 
education had inculcated a law abiding spirit 
into tribal militancy, raising a ‘new* tribal 
f petitioning before the government within 
theconstitutionai framework. Such achange 
effected by the colonial institutions, among 
whom western education was prominent, 
was universal during the 19th century; and 
an overall moderation in the political 
behaviour of the Indians became the order 
of the day, However, the newly educated 
agitationisttribalsofChotanagpur advanced 
extremism thanks mainly to their specific 
cultural background. They did not hesitate 
to break away from their mentor, the 
missionaries, incase the latter refused to lake 
up their radical cause with the government, 
liie first thing this radical section of tnbuls 
didaflcrdisenchantinent was to set up parallel 
churches and schools. This shows, on the 
one hand, the primacy in the tribal psyche 
to escape from recently imposed alien 
exploitative sy.stem and on the other, the 
extent to which Christianity and western 
education had become part and parcel of the 
mundas and the oraons. 

Meanwhile the gold-rush of ‘mass 
movement' in Chotanagpnr stirred by the 
German Evangelical Lutheran missionaries, 
induced the Society for the Propagation of 
Gospel from England and the Belgian Jesuits 
to approach the tribals in 1869. ThcJc.suits 
who took lime to pick up, eventually revolu¬ 
tionised conversion since 1880s. resulting 
in phenomenal swelling of tribal Chri.stian 
population. Constant Lievens, who wittily 
.said, “the Zamindars .are Ihe best missionaries 
in Chotanagpur", most skilfully employed 
the means of helping the suffering tribals in 
agrarian cases, a method first initiated by the 
Protestant missionaries. The Jesuits resorted 
to mass baplisalion since 1885. The other 
reason of the Jesuits' success was their 
leniency with the tribal customs compared 
to their Protestant counterparts.’’ Managing 
large congregations created Ihe need of a 
sizeable number of educated indigenous 
Christians. At ihe same lime, a stiff com¬ 
petition between the missions, especially 
under the Protestant-Catholicdi vide, ensued 
The converts won so far had to be consoli- 
datedin the respective churches to (lerpeiuale 
their retention. Besides the uangcr of the 
converts being weaned away by the lellow 
mission, the missionaries, who had hardly 
overcome the Sardars’ reaction, perceived 
another vulnerability from the mc.ssianic 
revolt led by Birsa Munda (1895-1900).^^ 
These exigencies demanded the mi.ssionarics 
to multiply and strengthen their schools. 

Dalton was no longer there, but normal 
missionary-admini.stratorcu-operation in the 
tribals’ education persisted. Undertheopera- 
tional provision of the education commis¬ 
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sion of 1882 the missionaries were now 
reassured of liberal grant$-in-aid. By the first 
decade of the 20th century the need for 
consolidation of the converts was getting 
coalesced into the idea of 'national ’churches. 
As a result a comprehensive rural recon- 
stniciion programme aimed at uplifiment of 
neo-Christians was planned. Popular educa¬ 
tion became an important component in it. 
To study the educational problems of the 
converts and suggest an appropriate scheme 
for its rcdressal, the Protestant missionaries 
set up a special commission chaired by A G 
Frd.ser (1919). These initiati ves yielded some 
good results in south and northwest India, 
where Indian leadership of K T Paul, Sadhu 
Sundar Singh and some Amciican mis¬ 
sionaries played an important role. But the 
wave was rather weak in Chotanagpur, 
though Ranchi hosted a discussion to work 
out the modalities of the Fraser commi.ssion. 
intipired by Catholic paternalism, the Jesuits 
came out more committed to the educational 
expan.sion. A great supporter of the tribal 
cause, J B Hoffmann prepared a blueprint 
for the social development of the converts 
assigning an important role for education.” 
A missionary was .specially appointed to 
execute expansion and supervise the schools. 
So rapid w.is the overall educational growth 
that by 1930s the Catholic schools here 
outnumbered ‘those of any otherdioce.se in 
India’.” Meanwhile, the government seeing 
that Its educational re.sponsibilities were being 
fuimied by the mi.ssionarics, did little to 
open new scluxilsundcr itsdircct machinery. 
They al.so saw that Ihe missionary .schools 
were now turning popular even among the 
non-trib.:il settlers. 

By the turn of the 19lh century, the 
Christian missions were loo well entrenched 
to led insecure in Chotanagpur and some 
individual missionaries like Hoffmann went 
more public to cspou.se the tribal cau.se. This 
was also the time when S C Roy, ‘the father 
of Inilian anthropology’, started speaking 
boldly fur the tribal cause. The government 
on its part, seized of the spontaneity of the 
tribal protest, ordered a comprehensive 
survey of the tribal lands after the Birsa 
revolt. The survey led to the passing of the 
ChotaniagpurTenancy Act of 1908 that came 
to be I abclled as the Magna Carta for the 
tribals. These developments inculcated a new 
confidence among the tribals and the 
rcicvan ce of education was better appreciated. 

The rise of Ranchi as an admini.strative 
centre t)f Chotanagpur and the expansion of 
mi.ssion.s were already opening new 
opporuimtics for the tribals. Ranchi had an 
attracti ve climate. From 1912 to 1916 it was 
the ten iporary capital of the new province 
of Bihi ir and Oris.sa. The Christian missions 
had tf.eir headquarters with sprawling 
campu sesand impressive buildings. Besides 
the Zil a High School (1875), the town had 


by 1920, the following highschools;Gossner 
(1895), St John (1905). St Paul (1908), 
Bishop Wcscott (1916) and St Margaret for 
girls (1919). Not surprisingly the educational 
endeavours of the missionaries inspired the 
tribals to expand into further avenues. The 
educated tribals who happened to study at 
Calcutta or other central places exhorted 
fcllow-tribals to takeconcrete steps to educate 
larger numberof tribals.” Special educational 
efforts were made among the adherents of 
all the three churches. The initiatives were 
not ju.st Ranchi-based; even at the gra.ss root 
level small extractions out of meagre farm 
income were gladly contributed for educa¬ 
tional purposes." Such concern foreducation 
was shown mainly by the Christian tribals. 
But such interest on a modest scale could 
even be seen among the non-Christians. 
Envious of the difference that education had 
made among the Christians, the latter group 
Hoated their Oraon-Munda Siksha Sabha 
with identical aim."' At the larger forum of 
the Chotanagpur Ifnnati Samaj, the members 
often voiced their concern against the 
leadership for not taking adequate measures 
on educational matters.’" As an indication 
of growing tribal interest in education, one 
could now sec a good sprinkling of tribal 
students in the government schtuils as well. 

The missionary thru.sl at this pha.se was 
in the expansion*of village schools. Backed 
up with local initiatives which invariably 
originated under the auspices of the churches, 
the missionary drive, materialised an educa¬ 
tional networking in large parts of Chota- 
nagpur. This necessitated sub-central schools 
at mofussil administrativc-cum-mission 
centres: to thc.se the government in order to 
occasionally justify its educational interest 
in Chotanagpur, added a few schools. By 
1928 the Roman Catholic iriisston alone had 
nine middle english schools at sub-centres; 
the government's mam contiibution was the 
starting of three guru training .schools, one 
each in the three mission.*: to c olve primary 
and middle school teachers from the tribals.” 
Thus, by the third decade of the 20th century 
concrctceducationai avenues were available 
to an ambitious tribal stationed even in remote 
areas. But all educational roads were leading 
to Ranchi (somewhat similar to all roads in 
19th century Bengal leading to Calcutta). 
The new educational links, however, did not 
result in an equitable spread ol popular 
education. The system operating us part of 
a larger colonial social structure actually 
.served as an effective sorting agency among 
the tribal population. 

The quest of the enterprising tribals while 
treading the educational ladder to mofussil 
towns and Ranchi was not so much equipping 
themselves with educational weaponry, as 
betterment of their wretched condition. The 
missionaries and their education inculcated 
a new sense of quality of life. Especially In 
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the central and sub-central schools, the 
Instructions in the contemporary standards 
were of a high order. Well-grounded in the 
Hindi language at the primary stage in the 
‘vernacular schools’, the tribals would be 
most covetous of Ranchi English schools. 
By 1920 with increasing pressure for 
admission to its English section, the 
vernacular (Hindi) section of the famous St 
John School was proposed for closure for 
want of students.'^ The Ranchi schools 
therefore in effect became mints producing 
tribal ‘gentlemen’ .'For a bolder stamp many 
of them proceeded to Hazaribagh, Calcutta, 
Cuttack and othercentnes of higher education. 
’The absence of vocational education helped 
in perpetuating the prevailing educational 
stereotype. The ultimate aim of the English 
educated tribal, as was of the educated 
elsewhere, was a white-collar job at new 
urban coitres and accompanyingsocial status. 
In place of a localised mind, theirs was now 
a much wider world view. 

Below the privileged few English educated 
were the Hindi educated with a smattering 
of English, unemployed or underemployed; 
their aspiration to move out of their existing 
condition was no less stronger than that of 
the English educated; they often cursed their 
hard luck for missing English education. 
The proximity of many of them to the 
missionaries and their holding small jobs in 
the missions or in the government relatively 
freed them from day-to-day exploitation by 
the migrant outsiders, traditionally termed 
as dikus. Nevertheless they were alive to the 
excesses on the masses. They frequented 
towns, hence were exposed to the world 
beyond the limits of rural life. Though kinship 
bonds among tribals and the early stage of 
urbanisation in the region, helped maintain 
connections between the town tribals and the 
masses, it were the Hindi educated men who 
stood as effective linkmen. 

'The matrix of tribals’ aspirations boosted 
by education were the new urban centres, 
particularly Ranchi, but the same centres 
were simultaneously becoming a haven for 
job seekers from north Bihar. Between the 
establishment of the Patna College (1863) 
and the Patna University (1917), western 
education became quite popular here. 
Personal interest of the Mithila chief during 
the late 19th century to promote western 
education proved a trend-setter. As the newly 
educated Biharis proliferated and looked for 
public jobs they were confronted with an 
entrenched Bengali middleclassdominance. 
A larger number of them swarmed into 
neighbouring Chotanagpur. The tribals had 
experienced entry of such job seekers during 
the 19th century when the prime exporter 
of western educated middle class, Bengal 
supplied a good number of government 
servants and professionals. To the Sardar 
ogitotionists who were preoccupied with the 


recovery of tribal lands, these immigrants 
were of little concern. In fact, the links of 
the immigrants with Calcutta, introduced the 
Sardare to eminent lawyers to plead their 
case in the legal battle for land. But the 
educated tribals of the early lOth century 
were not to be that neutral to immigrants of 
their times. 

Anassertionforrights based oncommunity 
and r^ion was gainingground in the adjacent 
areas ever since the award of communal 
electorate to the Muslims was announced 
(1909), and the Bihari elite started claiming 
its birthright over all public jobs in Bihar. 
To such group assertion, the educated tribals 
would add an ethnic dimension. The sons- 
of-the-soil sentiment was awakened among 
the educated mundas and oraons by reading 
J Reid’s Final Rejwrt on the Survey and 
Settlement Operations in the District of 
Ranchi (1902-10), S C Roy's monographs 
on the mundas (1912) and the oraons (1914) 
and such other literature. Soon the concept 
of ‘Chotanagpur nation’ cropped up which 
got reflected in the proposal for Chotanagpur 
National Conference and the emergence of 
organisation like Chotanagpur Charitable 
Conference (1912); simultaneously, a 
number of national songs in Kurux and 
Mundari appeared."Tothe ‘new’ tribals, the 
present immigrants were thus not just job 
grabbers, but neo-dikus, who would 
eventually submerge their identity. The 
.sourceand theroute of immigration reminded 
them of the traditional dikus and their mental 
frame. The migrants came ingrained with 
caste prejudices. Various colonial forces, 
among whom western education itself was 
prominent, helped revive such prejudices 
among large sections of the middle classes 
in colonial India. In Bihar, where the nexus 
of caste and education prevailed much 
stronger than in Bengal during the pre¬ 
colonial times of relative social flexibility,'^ 
the revival was probably more severe than 
in average India. A flavour to it was added 
by the colonial ethnological version of a 
’primitive’ and ‘backward’ tribal India, which 
by this time was widely accepted by the 
middle classes. The migrants, once they 
entered into government service, viewed it 
as a means to maintain subjugation of the 
Chotanagpur tribals, much to the chagrin of 
the educated among'them. 

'Hie educated tnbals were infinitesimal in 
size before the ever increasing number of 
migrants. This handicapped them from 
organising any struggle for their sectional 
interests Helplessandpen8ive,theystumbled 
upon the graphic details of their successive 
deprivation as presented by Reid, Roy and 
others; without this, the tribals would have 
known the developments only through bits 
of personal experience, qiemories, folklores 
and folk-tales. The work of the scholars 
helped them to broaden their perception of 


the tribal problem. The result was the 
emergence of first pmi-tribal organisation of 
theeducated-theChotanagpurUnnati Samaj 
(I9IS). Since Christian tribals were pre¬ 
ponderant in education, they were natureliy 
a majority in the new forum. But the forum 
was in no way engineered by themissionaries; 
it had an independent source besides the 
missionary initiative for the social develop¬ 
ment of the tribals. The forum was a ‘quest 
fordevelopment’ underanewidentity emana¬ 
ting from the heart of the educated tribals.'* 
The search for development involved 
stock-taking of the problems facing the tribal 
society which in turn reinforced the leaders’ 
perception of the tribals being ‘a separate 
people by themselves’, but unduly ‘tacked 
on as a superfluous appendage‘ to the Bihar 
and Orissa administration. The relationship 
with other advanced populations was like 
‘the friendship of the dwarf with the giant’. 
Since Chotanagpur along with neighbouring 
distnets needed closer supervision from the 
government, the solution lay in a ‘separate 
province or sub-province with more direct 
and paternal form of admini.stration’.'‘This 
was the psyche of the new leaders as it 
emerged before the Indian Statutory 
Commission (1928) evolved over the years 
since 1910. As part of the evolving idea for 
autonomy, a memorial to the secretary of 
state seeking representation in the adminis¬ 
tration and legislature on the lines of the 
Dravida Kazagham demands, was already 
despatched by the Unnati Samaj in November 
1917. After dyarchy (1920), an annual general 
meeting of the Lutheran church had passed 
a resolution for two seats fur tnbals in the 
Bihar and Orissa legislative assembly." 

Meanwhile, the missionaries who were 
always apprehensive of their future status in 
India, regarded the nationalist politics a 
prohibited zone. More so would be a sub¬ 
nationalist politics of the present nature. In 
their representation to the Statutory Com¬ 
mission, all the three Bisbopsof Chotanagpur, 
though eloquent on the tribal problems and 
paternalistic care, shirked to speak in terms 
of an autonomous status for the region.'* But 
noticing the belligerent mood of the Unnati 
Samaj leaders, the missionaries had no choice 
but to yield to the tribals’ aspiration. The 
most apolitical of them, the Roman catholics 
who tried hard to keep their followers under 
their wings by floating their own denomina¬ 
tional organisation, the Catholic Sabha, had 
also to give in by mid-1930$.'* 

It has been said that there was a ‘mini- 
renaissance’ among a section of the tribal 
intelligentsia during this phase contributing 
to the distinct! veness of the tribal culture vis- 
a-vis the surrounding cultures." How farthe 
renaissance was worth the name is open to 
question. Small indigenouselTortofinventing 
tribal scripts and composing tribal literature 
seems to be only a faint response to the 
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appeimce of Hoffmann’s monumental 
volumes, the Encyclopaedia Mtmdaricef' 
and Rpy’sseries of publications which among 
other things upheld the culnireofthemundas 
and the oraons. The sense of cultural in- 
feriority integral with the term 'tribal society’ 
enunciated by the colonial ethnology was 
too embedd^ in the psychology of the 
educated tribals to inspire them to undertake 
any meaningful literary renaissance at this 
stage. Not surprisingly, the tribal leaders 
consciously presented themselves as 
‘backward’ peoplebeforetheStatutory Com* 
mission, amounting to negation of their own 
culture. Stigmatised by the migrant popu¬ 
lations as 'outcastes and untouchables’, they 
looked for answer in the same western 
institutions and ideas which had already 
turned a large section of the higher classes 
‘advanced’. This, they naturally thought in 
the prevailing circum.stances, would be 
possible only under a paternalistic pro¬ 
tectorate of the colonial go vemment.^*Opting 
for such a status was a collective considered 
choice of the enlightened tribals and not 
necessarily a machination of certain im¬ 
perialist-minded administrators or of self- 
seeking individual leaders as is sometimes 
contended.'*' 

While western education was a factor 
behind the rise of an articulate tribal 
leadership, its uneven diffusion combined 
with growing agrarian crisis, social develop¬ 
ment among Christian converts and urbani¬ 
sation to produce cenain side effects. These 
effects found expression in the Tana Bhagat 
movement co-existing with the Unnati Samaj 
and a lesser known Hari Baba movement of 
early 1930s. The leaders of these movements 
addressed the impoverished semi-Hinduised 
tribals, whose hope for relief from their 
dismal condition was pinned on the milliena- 
rian powers.'' The recourse they sought was 
not in the new avenues opening before them, 
but in seif-purification with some ingredients 
of Vaishnavism. It is this section to whom 
saintly Gandhi appealed to establish a 
perennial connection with the Indian National 
Congress from 1920." The semi-Hinduised 
tribals' turning into a Congress reserved 
zone forestalled the Arya Samaj efforts to 
create a base for itself in the tribal region 
with an eye to an effective ‘shuddhi’ move¬ 
ment. From the rank of this very group of 
the tribals a drift to the Congress could be 
seen from the bodies of the Kisan Sabha 
and the Sanatan Adivasi Sabha in late 
1930s. These too were the euphoric years of 
the movement for autonomy led by the 
western educated tribals. 

. During 1930s the political environment at 
the national level in general and in the region 
in particular had far-reaching implications 
in the making of the tribal psyche. Ihefe was 
intense politicisationof the depressed classes 
with Gandhi and B R Ambedkar promising 


to obtain them a better social status: the 
former by reforming Hinduism, the latter by 
etTecting a brdak with it. The govemmern 
going by the spirit of colonial ethnology and 
pressurised by the tribal middle class 
themselves accorded a special status of 
‘Excluded and Partially Excluded Areas’ to 
the tribal regions in the Act of 1935. While 
the pace of political process moved faster 
in the region, next door Bihari-Bengali 
controversy turned acrimonious and the 
Muslim communaiism became militant. In 
this volatile situation, as a susceptible mind, 
the 'new' tribals had their own choices and 
options. The respective communal feelers of 
the Bengalis and the Muslims seeking alliance 
with them were not entertained. The Bengali 
camaradi rie depended chiefly on the ebb and 
flow of the Bihari-Bengali controversy. The 
approach of the Muslim communali.sts on 
the other hand was more sustained and strong 
in viewof theexi.stenceof seven lakh Momin 
Muslim population in Chotanagpur. Fur 
hobnobbing whh the Muslim communalists, 
e.speciaily in the light of the alleged con¬ 
spiracy of the latter to .spread communal 
•Strife in the tribal belt, the political secretary 
of the Adivasi Sabha, James Heward was 
removed from his post." In the same tenor, 
though the ‘new’ tribals’ predominant Chri¬ 
stian composition was partly responsible, 
the Indian nationalism and later the Congress 
itself were seen tainted with Hindu funda¬ 
mentalism." In Bihar, the Congress was 
found dominated by the kinsmen of the ncu- 
dikus." While the depressed classes were 
increasingly forming part of the national 
politics, the token recognition of the speci¬ 
ficity of the tribal people in the- Act of 1935 
gave the educated Chotanagpur tribals a 
shot-in-thc-arm in their movement for 
autonomy. The separation of Orissa from 
Bihar in 1936 on cultural grounds, furthered 
their aspiration for a province of their own. 

As the country was heading fur indepen¬ 
dence. the lack of contldence of educated 
tribals in a sy.stcm managed by the outsiders 
was steadily growing. By 1938 the 
Chotanagpur Unnati Samaj emerged as a 
centripetal force to various groups under a 
new name, the Adivasi Sabha. Soon the 
mode of closed door meeting and .submission 
of well-drafted memorials to the authorities 
by the town-based leaders gave way to a 
tribal mass movement. The first manifestation 
of this development was the Adivasi 
Mahasabha of January 1939 in which 
thou.sands of tribal masses participated in a 
procession at Ranchi. The aspiration of the 
processionists as forcefully reiterated by the 
newly elected president, Jaipal Singh was 
“the moral and material advancement of 
Chotanagpur and the Santhal Parganas, for 
the economic and political freedom of the 
aboriginal tracts... (he creation of a separate 
Governor’s province.”'* The Oxford back¬ 


ground of Jaipal Singh symbolised the 
spokesmanshipof the English educated. But 
herding the massies to Ranchi from remote 
areas which in itself was an impressive 
performance, maintenance of peace and order 
among them was to the credit of the Hindi 
educated tribals. 

Influenced by the postulates of colonial 
ethnology there is a tendency to dub the ri.se 
of such cultural assertion as a ca.se of inherent 
'separatism in the Indian polity’. It is true 
that the euphoria of the movement during 
late 1930.S made the tribal lenders argue their 
case at titnes in a tone of cultural parochialism. 
But all through the assertion, the demand 
was implicitly within the Indian nation. Jaipal 
Singh’s Congress connection was well 
known. As ‘an ardent lover of the Congress’ 
and as the ‘recognised natural leader of the 
Adivasis'. he used all his intlucnce 'to make 
the Adivasis work fur their advancement 
within the national movement’.'"Titus there 
was no such thing as ingrained separatism 
among the mundas and the oraons. We have 
already noted the new leadership e.schewed 
undue use of religion, cul lure and community 
in politics when commun.alisis around them 
were thriving on tho.se planks. Seized of an 
attempt tocommunalise the tribal movement, 
a relatively orthodox Catholic Sabha found 
it necessary to issue a special statement “to 
put on record that Chri.stians have no quarrel 
with non-Christians, whatever be the race 
or nationality”.'* 

The tribal movement as such was against 
internal colonialism. Since the Bihuris sym- 
boliiicd that, they were at limes subject of 
vitriolic attacks of the tribals. In his memoir 
Herman Lakra, a prominent Adivasi Sabha 
leader, .says that he thrashed a diku student 
while in college around 1930 fur having 
“uttered the word ‘kol’ three times in spite 
of two warnings”." Such incidents culmi¬ 
nated in the publicatton of a parody on the 
Bihar mini.stry entitled ‘Bihnri Bandar 
Nacho’ (Dance Bihnri Monkey) in the 
Adivasi, the mouth-piece ot ihe movement. 
The parody likened the Bihar ministry to a 
wily monkey with respect to the tribal 
regions." Against the backdrop of the gr int 
of provincial status to Bihar itself (1911) and 
more recently to Orissa in their neighbour¬ 
hood, the tribals perceived the Bihar Congress 
loaders os an intransigent force against their 
aspiration for autonomy. Close observation 
of the policies of the Bihar ministry convinced 
them of the northerners’ mahi fide intentions 
in the tribal regions. The casteist altitude of 
the Bihari middle class towards the tribal 
populations as manifested in daily social life 
hardened the new tribal leaders against them. 
Thus one of the p^'lamations in the 1939 
Mahasabha was, “Like other ‘jalis’, we are 
capable of self-pride. As citizens of this 
country, we are equal in status to others. We 
are ready to remove from amongst us the 
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stigma of a dalit jati..., we arc indepeodent, 
self-confident and aonited people- adivasis 
- the original settlers”/^ It was typical case 
of tribal self-consciousness, though not 
without middle class hang-ups as part of the 
bane of western education in a colonial 
situation. 
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DISCUSSION 


Science Question in Post-Colonial 
Feminism 

Gita Chadha 


MUCH as I am tempted to agree with Mira 
Nanda’s proposition that reason needs to be 
affirmed “as an ally of all those struggling 
to break free from the margins which their 
natal cultures have consigned them to” and 
that "scientific rationality can serve to 
generate a critical stance toward the cultural 
discourses that constitute the self-identities 
of women li ving under traditional patriarchal 
arrangements in post-colonial societies” 
[Nanda 1996], it would be fruitful to critically 
examine and reconstitute some of the ideas 
contained withinthese statements, especially 
since Nanda mounts this defence of reason 
(used synonymously with scientific 
rationality, which synonymous use I think 
is a pedagogical error since reason is a more 
general term and scientiHc rationality a 
specific form of it) not only as the tool for 
a critical appraisal of traditional systems but 
also as a defence of Descartes and modern 
science, both of which have come under 
attack by critical t heori sts and by post-modern 
theorists. At the outset, it is essential to 
rcalisethatthefcministcritiquesof rationality 
and modern science are not limited by the 
post-modernist attack on enlightenment 
reason as a category of transcendental and 
universal truth. This is not to deny the fact 
that the post-moderni.st turn in the philosophy 
of science, and in epistemology, have 
contributed significantly to the debate over 
developing the feminist relationship with 
science - its craft, its metaphysics and its 
ideology. The debate, like the relationship, 
is a rough and passionate one. 

Broadly the femini.st critiques of science, 
developed in the ‘second-wave feminism’, 
saw clearly that modern science and 
technology served as means for “women's 
domination and not their liberation” [Rose 
1986:57]. Since technology as ‘applied 
science’ is more enmeshed in social relations 
and, therefore, of immediate consequence to 
women’s lives, teminist critiques, rooted in 
feminist politics, have mounted a wide 
discourse around technology while 
simultaneously challenging the canons of 
‘pure science’. Though these critiques were 
.largely located within the old capitalist 
meieties and the discourses emerging from 
the femini.st movements - activist and 
academic - therein, it is not to be concluded 
that ‘Teminists in actually existing socialist 
societies and third worid or black feminists 


within advanced industrial societies, have 
experienced science and technology in a 
particularly favourable way” (Rose 1986:59]. 
Drawing upon the experience of Indian 
feminists workingin thcareasof reproductive 
health, trained in .science and with a history 
of allying with movements like the People’s 
Science Movement (which are definitely 
lefitist and aim at the spread of science and 
rationality) it is clear that the picture of the 
.science question in post-colonial feminism 
cannot be painted in colours of black and 
white, viz,pro-scienceoranti-scicnce. While 
the post-colonial scientist (feminist or 
otherwise) inherited the legacy of the 
enlightenment and the historical baggage of 
its critical tools, feminist politics requires a 
deconditioning out of the accepted 
frameworks of ‘pure science' and its benefits 
while searching for altermitive paradigms 
and pra'ices. Primarily, therefore, the 
experience of most feminists in India is of 
a grappling nature. |)erfurming what seems 
like a dual task. This dual task involves first 
the unlearning of the “dominant paradigm 
that all of us had culturally grown in, and 
second, also [learning] more about the so- 
called scientific and technical issues” 
[Manorama and Shah 1996:35] because, as 
argued by them, without this understanding 
it would be difficult to develop alternatives. 
Grounded in the belief that “science had to 
be a cultural expression”, questioning the 
“objective and value-tree character of 
science”, these critiques locate modern 
science as “a body of knowledge evolved 
in a particular social context and with a 
specific ideological stance”. Diverging from 
the People’s Science Movement and opening 
itself to accusations of being ‘anti-.science’ 
and ‘anti-progress’, the feminist movement 
made its way toward “an understanding of 
science and its practice which could go 
beyond the propagation of rational thought”. 
Echoing voices, from the grass roots level, 
of women, feminists and scientists, activists 
and academics, such movements might 
interface withcertaiiistrandsof post-modern 
thought bui are firmly rooted within the 
logic of their own movement and within the 
larger need for a feminist politics. It may be 
that “for strategic leasons their attention has 
been primarily focused elsewhere” (Rose 
1986:59], but the post-colonial feminist’s 
concern with science is primarily a result of 


such attention itself. Rellecting this praxis, 
Manorama and Shah ’categorically state 
that “modern science and technology, 
introduced to solve problems and to build 
an egalitarian society, have instead helped 
in various ways to create inequality, disparity, 
competitiveness and in.scciirily... And 
principles of coexistence, respect for 
diversity, acceptance of differences have 
become virtually mai ginaliscdin mainstream 
thought and praxis” (Manorama and Shah 
1992:20], They argue that for a truly 
democratic process to take place there arc 
many precautions that need to be taken and 
“the least of them is to be open to various 
kinds of wisdom and knowledges, especiallv 
those coining from varied and different lived 
expericncc.s”(Manoramaand Shah 1996:.38|. 
It isevident, from thcexpcrienccsof feminist 
scientists working in reproductive health, 
that lespcct for non-rntional inodes of 
knowing and an acute awareness of pluralism 
have been integral to the cxpericnccof Indian 
women and Indian feminists as they live out 
their lives and struggles. The critique of 
modern science by leminists has. therefore, 
emerged from within the femini.st movements 
rather than as a consequence of post- 
mtxlernisi idea.s. If at all, the post-mixiemist 
turn in the philosphy of science can only 
provide confidence to a voice already 
prevalent in the feminist movement - a voice 
qucstioningandchallengingthc paradigmatic 
dominance and hegemony of modern science 
and its philosophy over life and truth. If 
rooted within the feminist politics and the 
logic of Its ethos, post-colonial feminism 
could not only benefit from the pu.st-modcm 
turn but could al.so provide valuable insights 
lorthc ‘po.st-niodcrni.si way' Thcchoicclies 
with 'us' -do we wish to defend, appropriate 
and accrue the bencllts of modernism and 
its social relations, despite the sulTicient 
contingency in our own experience that 
indicates the non-cmancipatory role of 
.science'.' Resides, it appears that the gem'er- 
blindncss of .social movements modelled on 
the ethos and temper of science, theemphasis 
of which was on spreading the rationality 
and objectivity of natural science too have 
not proved to he significant allies of the 
feminist movement. The feminists within 
these movements felt the need not only to 
inform, but also to look at what pa.ssed as 
information. Consequently, they felt the 
need to generate their own base which 
included the .subjective experience of the 
technology - something which they felt 
had been excluded repeatedly from the 
mainstream. Given these experiences of 
individual feminists and collective 
movements, isn’t it time for the post-colonial 
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feminists to clearly begin charting a way 
out of the eniightenment ideology of 
modernism? The search for fresh allies and 
tools can gain momentum only if we unlearn 
what is so dearly held by us (i c, modern 
scientific temper, its ethos and its ethics) 
with the faith that what is unrobed is not 
necessarily lost. 

To begin with, an important step in this 
direction would perhaps require the 
disassociation of the concept of reason from 
the concept of rationality. A synonymous 
use of these terms, as done by Nanda, is a 
common featureof thoseepistcmologies that 
aredirect descendants of the ‘enl ightenment' 
tradition - “tho.se that want to claim both 
reason and objectivity as the historic allies 
of the oppressed masses” (Rose 1986:74]. 
Arguing for a more subjective and more 
embodied conception of reason, feminists 
have sought to “claim reason, but 
simultaneously give new meaning to the 
category of reason it.self’ [Rose 1986:74). 
A unity of head, hand and heart lies at the 
base of such a conception. Tentatively 
arguing for the possibility of a critical 
perspective, es.scntial to understanding, 
emerging from the practice of science itself, 
i e, from its craft, Harding wonders: “Can 
it be that feminism and similarly estranged 
enquiries are the true heirs of the creation 
of Copernicus, Galileo and Newton? And 
that this is true even as feminism and other 
movements of the alienated undermine the 
epistemology that Hume, Locke, Dc.scartcs 
and Kant developed to justify tothcircultures 
the new kinds of knowledge that modern 
science produces?” [Harding 1986:248). In 
this sense, feminist epistemology “builds 
upon traditions that have always been present 
in science, though submerged within the 
dominant culture, and it joins hands with the 
critique of science as now practised, which 
has developed with the new social 
movements" [Rose 1986:72). This feminist 
epistemology derived from women's 
locations in the world aims at “transcending 
dichotomies, insists on the scientific validity 
of the subjective, on the need to unite 
cogniti ve and affective domains, ernphasi.scs 
holism, harmony and complexity rather than 
reductionism, domination and linearity” 
[Rose 1986:72). These notions of feminist 
epistemology though interfacing with pu.st> 
modem ideas, have been u.scd effectively to 
argue for not only a succe.ssor science project 
by feminist .scientists like Evelyn Fox Keller 
but also by ecofeminists like Caroline 
Merchant. Obviously then the feminist 
politics can go on despite the post-modennst 
turn. 

Further, if one takes the primary objective 
of the feminist critique of science to be a 
restoration of what has been denied by 
modem science, then it necessarily has. to 


exploR the relationship between the world 
of science and the world it marginalises. “All 
versions of the scientific world view take 
science to be a totalising theory; it has been 
assumed that anything and everything worth 
understandingcan be explai ned or i nterpreted 
within the assumptions of modem science. 
Yet there is another world hidden from the 
con.sctousncss of science - the world of 
emotions, feelings, political values; of the 
individual and collective unconscious, of 
social and historical particularity explored 
by novels, drama, poetry, music and art - 
within which wc all live most of our waking 
and dreaming hours under constant threat of 
its increasing infusion by scientific 
rationality. Part of the project of feminism 
is to reveal the relationship between the two 
worlds and how each shapes and forms the 
other” [Harding 1986:245). It is within this 
framework that the post-colomal feminist 
begins to address issues both of modernity 
and of tradition - a theme that Nanda refers 
to while describing her personal liberation 
experienced through a training in the natural 
science and the consequent availability of 
the critical tool to confront traditional 
authority, as a substantiatory justification 
for the defence of reason. While fully 
appreciating the point, I would like to state 
that this experience is not commensurate 
with the experience of many other women 
scientists. A caieerin science docs nut prove 
to be emancipatory for women stmggling 
to integrate, as a whole, their feminine 
bodies and their scientific passions. In 
some cases, this leads to a degendering 
(read masculinising) while in others, to 
feminism. Conversely, a training in .science 
is not a sufficient condition to develop a 
critical attitude to tradition. For that matter 
neither is the appeal to ‘.scicntitlc temper’. 
This is clearly visible by the compart¬ 
mentalised life that scientists often tend to 
lead - a schizophrenia that separates the 
personal, social, political from the neutral 
and the scientific. Worse still arc the times 
when science is used to justify 'regressive' 
personal lifestyles that live out caste, 
class, communal, gender, racial and national 
biases. 

Viewed orthogonally tradition can be seen 
as a dynamic and living reality rather than 
as a fossilised enemy of modernity. In 
exploring the potentially revolutionary 
character of ‘bl.,4kti’ and of the ‘varkari 
sampradaya', Jayaat Leie says that “by 
criticising tradition one-sidedly, by con¬ 
centrating on its malignant face, one 
remains insensitive to its benign face, to its 
potential as a weapon against the rampant 
march of instrumentation. By ignoring its 
critical edge, we enhance its accessibility, 
by default, to those who u.sc it in the service 
of oppression” [Lele 1996:55). Squarely 


situated within the politics of the left, Lde’s 
position is a critique not only of the 
functionalist approach to tradition but also 
to the orthodox Marxist position, iliese 
debates resonate among the po.st-colonial 
feminist, not necessarily out of nationalist 
concerns, but because of the fact that, at 
times, traditional forms and practices not 
only provided space to women's expression 
but aLso played very important roles in their 
lives. Though, needless to say, much like 
science the relationship of women with 
tradition too is a problematic one. Yet “to 
the extent that tradition carries within it the 
nai ve dreams and the aspirations of humanity 
anchored in its historic childhood, it 
reconstructed its modernity in trying to 
reproduce the truth of the naivete at every 
possible higher stage” [Lele 1996:80). 
Viewed thus, as containing the dreams, 
aspirations and labour of women and also 
as containing a revolutionary possibility 
within, traditions can provide critical tools 
from within, if 'listened to’, willingly and 
humbly. 

Therefore, modern science and 
enlightenment rea.sun need not be the only 
options and allies that provide tools for 
gaining the critical edge needed in movements 
for .social change. Feminists have to, 
contingently but cautiously, not only develop 
a relevant critique of modern science hut also 
tread the path into traditions in order to 
.search for tools which hopefully will he less 
'universal' and more 'local' than 
enlightenment reason whichis aisoaproduct 
of a particular phase of European liistory. 
Its claim to centre-stage, therefore, needs to 
be refuted, in order to ensure that post- 
colonial feminist theory reflects the 
experiences of the post-colonial feminists, 
with respect to modem .science and its relation 
to traditional cultures. 
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Dollar Capitalism 

At the centre of world capitalism the real economy grows at an annual 
rate of 3 per cent, while the value of private property in stock markets 
rises about three times as fast. The disproportionately expanding personal 
wealth raises consumption and tells upon savings. On the other hand, the 
financial capitalists set interest rates high, llie net result of these two 
factors is a low rate of capital accumulation and economic slow-down. 
With a stagnant centre of world capitalism, third world countries 
face greater financial instability and turmoils of underdevelopment. 833 

Migration and Malaria 

Migration malaria is an important epidemiological sub-type of malaria. 

It has its impact on every other type of malaria as human migration is 
an important factor in malaria transmission. Examination of the 
epidemiological, social and human problems of migration malaria 
through a case study of an outbreak of malaria in a migrant group 
in Vellore district in Tamil Nadu. 839 

Infrastructure Dead-End 

The basic strategy proposed in the India Infrastructure Report of the 
finance ministry-appointed Expert Group is for the government to 
retreat as investor, even while providing numerous crutches for the 
private sector. But even all of these very expensive measures do not 
guarantee that the private sector would respond positively to invest 
in areas which arc both risky and nol-so-profitable. 803 


Urban Planning 

Tlic present urban planning process 
has repeatedly shown itself to be 
hopelessly inadcquaic in dealing with 
problems of urban development. 

What is needed instead is a much 
more Ilexibic, open-ended and 
adaptable planning mechanism that 
can respond to a continuously 
changing environment. 822 


Poverty Line and PDS 

The use of the Lakdawala Committee's 
estimates of the proportion of the 
population below the poverty line for 
the targeted public distribution system 
is grossly unfair to Andhra Pradesh 
which will, in effect, be penalised 
for the success of its subsidised nee 
distribution programme. 815 


Anthropology of Death 

Notwithstanding that death is a natural 
sequel to birth, it i.s strange that 
relatively few anthropologists have 
concern^ themselves with the socio¬ 
cultural or cross-cultural perspectives 
of death and the dying. Why'/ 827 


Landmark Strike 

The longest and costliest conflict in the 
history of the public sector in India, the 
Bangalore public sector strike of 1980-81 
possessed a number of chara-ctcristics 
specific to it which have made it a 
landmark in the history of workers’ 
struggles in India 843 


Different Development 

What was common among the 
27 men and women from different 
states and from various fields of 
activity who came together 
recently at a three-day meeting of 
activists and scholars in Khandiila 
in Maharashtra was that they 
arc all strongly critical of the 
prevailing developmental paradigm 
and feel the urgeni need to 
work towards an alternative 
paradigm. A report. 817 


Different Struggles 

Why has the struggle of 
coal-miners in Dhanhud been so 
different, in nature and outcome,. 
from the mubiii.saIion of rural 
labour in Jehanabad, though 
they share similar political 
perspectives on the fight for 
distributive justice? 811 


Crossing Barriers 

Chandrashekhar, who was 
assassinated on March 31 in the 
north Bihar district town of 
Siwan, was a fofmer president 
of the JNU students’ union and son 
of the very soil of Siwan. He had 
returned to his home district only a 
few months back to dedicate 
himself as a full-time activist 
to the cause of the party, people 
and revolution. 814 











LETTERS TO EDITOR ‘ ‘ 


Attack on Gaddar 

WE strongly condemn and protest against 
the attempt to murder Gaddar, the people’s 
poet, singer and cultural activist of Andhra 
Pradesh. Gaddar who is widely respected 
throughout the country for his poems, songs 
and cultural performances had been selected 
for the Asan Prize of Kerala in 1988. 

Gaddar is actively involved in building up 
a people’s movement, joining hands with 
civil liberties organisations, against police 
atrocities, including the indiscriminate 
murders in fake ‘encounters'. It is against 
this background that the nu.scrcants entered 
his house and shot at hirn 

It is learnt that Vimaia, wife of Gaddar, 
has alleged that the miscreants were 
policemen in plainclothes andGaddarhimscIf 
has also repeated the same allegation after 
regaining consciousness in the hospital. As 
the Andhra police is notorious for having 
killed the well known human rights activist. 
Or Ramanalhan. a decade back at his clinic, 
the possibility that the Andhra police could 
he behind the attempt on the life of Gaddar 
cannot be ruled out. 

1'hc attempt on the life ol a person who 
is a poet and cultural activist with a stature 
like that of Gaddar, who is known and 
respected across the country, is a matter of 
deep concern among those who uphold 
democralic values. If the state which claims 
to be democratic is having any kind of 
involvement in this highly deplorable attack 
on apoet, it can be considered asan indication 
of the contemporary realities turning 
dangerous by every passing day. 

We. writers and cultural activists, appeal 
to the government of Andhra Pi adesh to take 
urgent measures to conduct a thorough and 
judicious enquiry in this regard and to do 
the needful to book the culprits. 


We request all who uphold democratic 
values to come forward to condemn this 
deplorable attempt on the life of Gaddar and 
to register their strong protest. 

SUKUMAR AzHIKODE, PaVANAN, 
M KurriKRisHNAN (secretary, Kerala 
Sahithya Academy), K C Narayanan, 
ArrooR Ravi Varama, K G Sankaran 
PiLLAi, P K VENUGofALAN (assistant 
secretary, AILRC) 

Thrissur 


TVibals’ Plight 

IN order to ward off the repetition of tnbal 
malnutrition deaths every year, Maharashtra 
health minister Daulatrao Aher recently 
announced in the legislative assembly that 
the government would undertake a survey 
of malnourished children in the tribal area.s 
in April and May and on its basis would 
supply food and medical help to the affected 
areas. The SS-BJP government which in the 
beginning tried to play down the gravity of 
malnutrition deaths in the Melghat region 
of Amravati district, has finally admitted that 
1,075 tribal children, between the ages of 
one and six, died last year. Though deaths 
in Dharani and Chikhaldhara talukas were 
in the limelight, deaths were al.so recorded 
in Achalpur, Daryapur.Bhatkuli, Anjangaon, 
Morshi, Tirsa, Nandgaon Khandeshwar 
talukas of Amravati. In fact, the health status 
of tribal children, in spite of various measures 
by successive governments, continues to be 
piecarious in Nashik, Dhule, Thane and 
Amravati districts. 

The list of the steps taken by the .S.S- 
BJP govcinment to alleviate tribal misery m 
the wake of malnutrition deaths is long on 


paper. The government disinfect^ water 
sources in 2,000 hamlets with bleaching 
powder. It increased the expenditure over 
supplementary diet across the four grades of 
malnutrition. The amount allocated ft^r 
medical provision to primary health centres 
(PHCs) was also pushed up from Rs 60,000 
to Rs 80,000. ‘Khawti’, the food loans 
extended to the tribal families, was increased 
from Rs400 to Rs 1.000per family. Schemes 
of bamboo and coffee plantations, employing 
tribals, are in the offing. An allocation of 
Rs 3 crore for training paramedical staff in 
the tri bal areas is government’s latest decison. 
Yet, if the recent past is any indicator, it 
would not be surprising if this huge 
investment goes down the drain. In 1993 
when 644 malnutrition deaths occurred in 
Melghat. Rs lO crore were spent on roads, 
wells, nutrition and employment generation 
by the then tribal welfare mini.stcr 
Madhukarrao Pichad. Yet the death toll has 
kept on increasing. Already, the one fulij 
meal a day scheme announced by the chiet < 
minister Manohar Joshi in August last year 
had to be wound up because of the 
goveriiincnt’sinability to provide Rs SOcrore 
for the scheme. This year’s tribal sub-plan 
has received less than its usual share of 9 
per cent Irom ihe state budget. Even the 
ICDS nutrition ha.s suficred a cut. Instead 
of 85 gms of rice and 24 gms of dal, now 
only 40 gms of rice and ID gms of dal are 
di.stributcd 

Besides the.se cuts in the financial outlay, 
maladminisiration has been a major scourge 
ol these inaccessible tribal areas. Reports 
of both R C Sinha Committee and 
K Nalinakshan Committee appointed by the 
SS-BJP government draw allention to the>A 
large number of posts of doctors remaining 
vacant in rural hospitals and the PIlCs. in 
last four years there have been 15 transfers 
of the incumbent of ihc post of additional 
commissioner for tribal schemes. Effective 
supervision of the lowly paid anganwadi 
worker or the health staff is lacking. ITte 
defective monitoring of the chlorine content 
in the bleaching powder recently led to a 
resurgence of dysentery and jaundice in tribal 
areas. Moreover, the various employment 
.schemes have floundered by being oblivious 
of the ground-level situation. Ever since the 
tiger sanctuary was sanctioned in Melghat 
in 1985 and non-tribal farmers encroached 
on community lands, unemployment has 
soared among the tribals. 

The SS-BJP government’s policies forthe 
tribals nowhere address the.se issues and will 
turn out to be as ad hoc as those of the earlier 
governments. 
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Skirting the Basic Issues 

T he euphoria over ihe Reserve Bank’s latest credit policy 
announcement almost matches that generated by P 
Chidambaram’8 budget. And it couldevaporatejust as rapidly, 
for rapid, broadbased development in an economy of India's 
size is a more serious busine.ss than pleasing financial market 
players. By themselves financial sector operations have limited 
forvirard and backward linkages unless they are strategically 
linked to real sector activities. An excess of financial engi¬ 
neering in the money, capital, government securities and 
^foreign exchange markets may for a while create an illusion 
"of buoyancy, but in fact at the cost of real sector growth. 
Multiple layers of financial transactions, large treasury opera¬ 
tions and high cost of funds arc not calculated to support 
production activity with the required amounts of short- and 
long-term credit on affordable terms. While some details in 
the credit policy package may be directed towards the latter 
objective, the packageas a wiiole is likely to prove dysfunctional 
and the already pronounced dichotomy between the financial 
sector and the real sector and, as a result, between the short¬ 
term money market rates and those applicable to the productive 
sectors and enterprises will be further entrenched. 

The credit policy statement betrays little concern over 
the dcprcs.scd conditions in industry. Industrial growth in 
1996-97 may turn out to have been ju.st a little over 7.5 per 
cent compared to 9.4 per cent and 11.6 per cent in the previous 
two years. Two sectors, which helped regain the momentum 
«lost in the first three years of reform and which registered 
large increases in the next two years, suffered the steepest 
decline in rates of growth: capital goods from 17.9 per cent 
in April-December 1995 to 11.8 per cent in April-Dccember 
1996 and consumer durables from 33.8 per cent to 6.5 per 
cent. In fact, the lower output growth in manufacturing does 
not fully reflect Ihe grim state of industry. Mining, power and 
other infrastructure sectors have been performing especially 
poorly. Manufacturing industry itself is plagued by reduced 
offtake, including on the export front, rising inventories and 
elongation of the cash cycle and a liqui-dity crunch, particularly 
affecting medium and small units. Even construction activity 
has apparently suffered a severe setback and if GDP growth 
remained around 6 per cent in 1996-97, it was essentially 
because of the recovery in agricultural output after (he decline 
in 1995-96. Usurious interest rates and banks' reluctance to 
lend on account of the capital adequacy and other norms have 
created a near-recession in industry which, in turn, has led 
to a further slack in bank credit offtake. 

Against this background, an incisive review of at least the 
fmonetary and banking developments was expected in the 
RBI’s credit policy statement. Instead the RBI pats itself on 


the back for having kept broad moneyfMj) growth in 
1996-97 within the targeted 15.5-16 per cent range at 15.6 
per cent. But what earthly purpose has this served when every 
important factor contributing to monetary growth has gone 
haywire? Bank credit by scheduled commercial banks was 
expected to expand at least by 20 per cent or Rs 50,800 crore, 
but the actual expaasion was just Rs 22,515 crore or 8.9 per 
cent (against increases of Rs 45,575 crore or 29.8 per cent 
in 1994-95 and Rs 44,938 crore or 22.5 per cent in 1995-96). 
Even allowing for the banks’ new enthusiasm for invesunent 
in bonds, debentures and shares of PSUs as well as private 
sector companies as also in commercial paper (Rs 6,577 crore 
in 1996-97 against a decline of Rs 164 crore in 1995-96), 
the total resource flow from banks to the commercial sector 
would have been only of the order of Rs 31,287 crore in 
1996-97 against Rs 44,774 crore in 1995-96. On the other 
hand, scheduled commercial banks' investment in government 
securities has shown a quantum jump from R.v 14,542 crore 
in 1995-96 to Rs 26,860 crore in 1996-97. Ilicre is massive 
excess holding of government and other approved securities 
by banks, which could be close to Rs 50,000 crore, over the 
average 31.5 per cent and incremental 25 per cent statutory 
liquidity requirements. RBI credit to the central government 
was unexpectedly low at Rs 2,743 crore (2.3 per cent) in 1996- 
97against Rs 19,855 crore (20.1 perccnt)in 199.5-96. Despite 
the sharp deceleration m domestic credit expansion from 
16.1 percent in 1995-96to9.3 percent in 1996-97, growth 
was maintained high at 15.6 per cent because of the un¬ 
expectedly large rise in the net foreign exchange assets of 
the RBI by Rs 20,773 crore (28.0 per cent) in 1996-97 again.st 
the decline of Rs 628 crore (-0.8 per cent) in 1995-96. 

The RBI, of course, argues that the addition of $5.4 bn to 
its foreign exchange reserves in 1996-97 rcllects the strength 
of the external sector, but there is not a mention of the 
eontribution made by the drastic reduction in the growth of 
non-POL imports. A normal 20 per cent growth in non-POL 
imports would have wii cd out the rise in reserves. Second, 
the RBI tries to attribute the low offtake of non food bank 
credit to the depressed capital markets, as "there has to be 
some balance between debt and equity". The explanation is 
patently false. In the first place, the relationship between debt 
and equity refers to long-term debt and not short-term advances 
which are what banks generally engage in. In any case, as 
noted above, banks have themselves accounted fur a sizeable 
amount of long-term debt related instruments in 1996-97. 
Above all, the RBI fails to appreciate why in the first place 
the capital market is depressed. The capital market will not 
reyive unless interest rates on debt instruments are brought 
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down to more realistic levels. Lowo' interest 
rates are also a necessaiy condition for the 
revival of the demand for bank credit and 
for a pick-up in the disbursement of 
investment credit by the fi nancial institutions. 
If the capital market is depressed today, the 
rout cause is the banks’ reluctance to advance 
credit together with the high rates of interest. 
Finally, while dealing with interest rates, the 
RBI fails to appreciate that as a result of the 
massive amounts of liquidity released by the 
RBI sloshing about in a narrow space, short¬ 
term rates have moved down but are 
increasingly getting insulated from long-term 
rates and rates relevant to production activity 
in the real sector. The RBI consoles itself 
that lending rates arc known to be sticky, but 
in the first place the stickiness is only in the 
downward direction. Secondly, and more 
significantly, the stickiness is thcdircct result 
of the RBI’s free market policy on interest 
rates paid by banks on their deposits for over 
one year and those paid by FIs on funds 
mobilised by them. The result has been a 
chain of distortions. Apart from raising the 
cost of funds ail round through excessive 
competition and thus making lending rates 
sticky, the RBI’s interest rate policy has 
made it difficult for manufacturing units to 
reise primary capital through bonds, 
debentures and shares. Despite moderate 
inflation rates in 1995-96 and 1996-97 and 
massive reduction in CRR (to the extent of 
Rs 25..175 crore between October 1995 and 
January 1997) by the RBI in the face of 
severe entiCism of the very high rates of 
interest, banks made only token attempts to 
lower their lending rates, with a few banks 
reducing their pnme lending rates by 0.5 
percentage point even as they charged rates 
far above the PLRon a significant proportion 
of their credit. 7'hc RBI was finally forced 
to go back on its free market policy on 
inicrest rates to some extent in October last 
when it insisted that banks announce the 
maximum spread over the PLR on all 
advances other than consumer credit But 
in the majority of cases the spreads remai¬ 
ned in the range of .7.5 to 4 percentage 
paints. A more effective policy would 
have been to reimpose regiilatjpn of lending 
rates at realistic levels and with a reasonable 
spread. 

As things are, the larger part of the blame 
fortlicdis-quietingmacm-cconomic situation 
has to be borne by the financial system The 
reduced credit offtake and high interest rates 
are clo.sely intertwined, both as cause and 
effect, with the current and prospective slump 
in industrial activity Even the inflation rate 
of 7.3 per cent in 1996-97 is somewhat 
suppressed due both to the delay in raising 
administered prices and the near-recessionary 
conditions in manufacturing. That explains 
why the composite ‘food index ’ of wholesale 
prices rose by as much as 12.2 per cent, with 
a 10.9 per cent rise inrptimary,food articles 
and a 15 per cent rise in manufactured ‘food 
products’. The WPI for ‘foodgrains’ rose 


by IS^ in 1996-97 aigainst 6.4 per cent in 
1995-96 and 8.6 per cent in 1994-95. On 
the other hand, the WPI for manufactured 
products other than ‘food products’ rose by 
just 3.2 per cent in 1996-97 against 6.2 per 
cent in 1995-96. 'These numbers show no 
relationship to the inflation target of 6 per 
cent for the year which the RBI had set in 
its 1996-97 monetary policy statement. Its 
policies have harmed production more than 
they have controlled inflation. 

Coming to the latest credit policy 
announcement, the measures now proposed 
constitute a sharp quickening of the pace of 
financial sector liberalisation. In respect of 
credit regulation, the systems of maximum 
permissible bank finance (MPBF) and 
consortium lending for working capital 
finance have been done away with. 'The limit 
on investment in preference shares, deben¬ 
tures and bonds of private sector companies 
has been removed with the limit of 5 per cent 
of incremental deposits now Confined to 
ordinary shares of companies including 
PSUs. W ithin the 5 per cent limit, banks can 
now give loans to companies against shares 
held by them, similar to bridge finance, to 
enable them to finance the promoters’ 
contribution to the equity of new companies. 
Existing limits on bank credit to non-banking 
financial companies (NBFCs) which have 
fiiily complied with the requirements of regis¬ 
tration, credit rating and prudential norms 
have been removed. Further increase in the 
'loan component’ of working capital finance 
has been effected in a graded manner. Apart 
from augmenting the resources of N AB ARD 
for increasing the flow of agricultural credit, 
the principle of 20 per cent of projected 
turnover of village, tiny and other SSI units 
has been extended to borrowers having 
working capital limits up to Rs 2 crorc 
instead of Rs I crore. Some graded supply 
of bank credit to the SSI sector has been 
prescribed. 

The RBI evidently intends to make the 
Bank rate both an effective signal rate and 
a reference rate. The Bank rate has been 
reduced from 12 per cent to 11 per cent and 
interest rates on deposits of banks up to one 
year as also all interest rates on advances 
from the RB I, including those which are now 
not linked to the Bank rate, are to be linked 
to the Bank rate. Deposits up to one year 
will now fetch 9 percent (2 percentage points 
below the Bank rate) instead of 10 per cent; 
NRE deposit rales have been brought largely 
on par with domestiedeposit rates; and FCNR 
deposit rates have been freed subject to a 
ceiling. Interest rate on post-shipment rupee 
export credit up to 90 days has been left to 
the banks to determine subject to a ceiling 
of 13 per cent. The RBI’s exptirt refinance 
facility, which will now be on the basis of 
banks’ incremental export credit, will be at 
the Bank rate, that is, 11 per cei.t at present. 
A general refinance facility has been 
introduced at 1 per cent of the average 
outstanding aggregate deposits of banks in 


1996-97 at the Bank rate fiar die first fbor 
weeks andat theBankratephis one percentage 
point for second four weeks. 

The measures relating to the money market 
are more radical. Inter-bank liabilities have 
been exempted from CRR and SLR 
requirements. An incremental CRR of 10 per 
cent has been imposed on foreign currency^ 
as well as rupee deposits. Non-bank entities 
with bulk icndable resources are allowed to 
route their call money lending through all 
the pri mary dealers instead of only the DFHl. 
Repo and reverse repo transactions have 
been permitted in all dated government 
securities besides treasury bills of all 
maturities instead of select securities and 
TBs as at present. Non-bank entities who are 
holders of SGL accounts (like bank 
subsidiaries) have been allowed to engage 
in reverse repo transactions in all types of 
government paper with banks/primary 
dealers, though they will not be allowed to 
enter into direct repo transactions. Treasury 
bills of varying maturities will be introduced 
in addition to (he present 364-day and 91- 
day TBs. 

A final set of measures relate to external 
capital transactions and the foreign exchange 
market. Corporate exporters have been 
allowed to extend trade-related advances to 
their import-clients up to $ 3 mn out of their 
exchange earners ’foreign cunency accounts 
(EEFC). Banks have been permitted to 
borrow from their overseas offices and 
correspondents and also invest in overseas 
money market instruments, each up to $ 10 
mn. In regard to the operation of the foreign 
exchange market, forward contracts hitherto 
required documentary evidence regarding 
the underlying exposure of exporters and 
importers; now authonsed dealers (ADs) can 
book, without any limit on the period of the 
contracts, such contracts on flic basis of a 
declaration of exposure supported by past 
performance and business projection, subject, 
to a limit of the past two years’ export/impoit^ 
turnover. Besides, the ADs have been 
permitted to run a swap-book within their 
open positions and gap limits without the 
prior approval of the RBI to enable their to 
arrange rupee-foreign currency swaps 
between corporates with long-term external 
liabilities and tho.se willing to convert some 
or whole of their rupee liability into foreign 
exchange liability. 

A basic question is whether these measures 
will meet (he requirement of higher credit 
delivery by banks and a significant reduction 
in lending rates. On credit deliveiy, it is not 
merely a question of the higher level but also 
that of better distribution between priority 
sectors and non-priority sectors and within 
non-priority sectors between prime-rated and 
non-prime rated corporates. In this regard 
the disbanding of flie system of MPBF is 
unlikely to help, for the source of the banks' 
reluctance to lend is elsewhere in the system 
of rigid prudential regulation and the 
authorities’ emphasis on free market policies ^ 
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to the iteglect of the banks’ traditional role 
of mobilising savings and advancing credit. 
'ThebsBiking bureaucracy has begun to desist 
from entertaining credit proposes from vast 
luimbers of medium and small corporates 
^hodo not enjoy ahighcreditrating; instead, 
|wth the audiorities* blessings, investment 
m government securities, placing of funds 
in bonds, debentures and shares of PSUs 
and prime-rated private sector companies 
and generally uiidertaking treasury opera¬ 
tions have been preferred. The new policy 
package has failed to provide any clear 
signal to the banking system, either in 
terms of decisive policy measures or moral 
suasio.t, to change its attitude to speedy 
credit delivery. 

The elimination of the MPBF system is 
replete with problems even from a long-term» 
point of view, in the first place, MPBF had 
a .strong rationale in terms of determining 
the working capital requirements based on 
in ventory levels, rccei vables and other current 
assets. From the point of view of rendering 
credit for production and also from that of 
y prudential needs and safety of bank funds, 
drawals linked to unencumbered current 
assets should be the preferred route. On the 
other hand, if the banks move over to the 
cash-flow method of deriving permissible 
borrowing limits, the fundamental principle 
that banks do not (and should not) create 
money out of thin air would be violated; they 
would be transmuting other forms of wealth 
into money. Cash flows can be volatile and 
need not always be related to a borrower’s 
production base. Secondly, with some 
llcxibility the MPBF could be made u.ser- 
fnendly, even as adherence to its basic 
principles made for a modicum of fairplay 
and prevented duscrimination. 

The unrestrained encouragement of banks' 
investment in bonds, debentures and 
preference shares and the raising of the limit 
on investment in equities is similarly 
questionable Banks are likely to increasingly 
move in favour of these instruments floated 
by highly rated companies, which is bound 
to make them pay less attention to erfedit 
appraisal. In the process the interests of units 
other than the highest rated ones will be 
adversely affected. Fiivilly. it is bad policy 
to generate demand for shares out of bank 
credit and other created money. A healthy 
stock market is one into which primary 
savings flow based on a weighing of yield, 
risk and liquidity considerations. In acredit - 
scarce economy, the funds of banks and FIs 
should be used for short-term and long-term 
loans after appropriate credit appraisal. The 
same objection applies to the removal of the 
limits on bank credit to certain registered 
NBPCs. There is no monitoring of the end¬ 
ure of funds by NBFCs; they have substantial 
investments in stock market assets and real 
estate. Use of bank funds for there purposes 
is clearly inadvisable. 

The policy changes intended to lower 
interest rates are essentially of a cosmetic 


character. A major factor in the rigidity of 
interest rates on bank loans has been the 
freedom given to banks and FIs to mobilise 
resources at free market rates, which has 
been left untouched. The one percentage 
point reduction in shoit-term deposit rates 
and the Bank rate is no doubt a move in the 
right direction. Banks in turn have reduced 
their prime lending rates by 0.5 percentage 
point and also their deposit rates, but the 
overall impact on the average cost of funds 
for borrowers is unlikely to be more than one 
percentage point which is too measly 
considering the recession in manufacturing. 

The RBI has been anxious to devise a 
reference rate, having tried unsuccessfully 
to turn any of the treasury bill rates into such 
a rate. It is now trying to dress up the Bank 
rate as a reference rate by specifying the 
various RBI rates and the banks’ one-year 
deposit rate in relation to the Bank rate. The 
whole operation is hi/.arre and artificial. In 
the first place, there is no explanation of what 
the Bank rate is supposed to represent and 
how has it been evolved. Is it linked to some 
notion of average cost of funds for banks or 
does it incorporate a punitive element? Will 
the deviations from the Bank rate for different 
purposes remain invariant over time? If not, 
the artificial link to the Bank rate will be seen 
to have no rationale 

There have also been significant 
uncertainties in the interest cost of long-term 
funds from FIs which have faced a serious 
resource crunch and high cost of borrowing. 
This situation could have been mitigated if 
the major banks and FIs were not to compete 
with manufacturing firms for capital market 
funds This raises the question of the RBI’s 
steadfast refusal to extend sector-specific 
refinance facilities to banks and FIs. The 
present situation calls for filling credit gaps 
in areas and rectors where the banks and FIs 
are reluctant to lend. Instead of promoting 
the How of institutional credit in favour of 
specific sectors through the creation of 
specially designed refinancc/rcdiscount and 
other RBI lending facilities, the authorities 
have again created a general refinance 
window at the Bank rate (11 per cent) at a 
time when the banking system is flooded 
with liquidity and call money rates are moving 
in the range of 3 to S per cent. Even so, banks 
are reluctant to lend to the prionty sectors 
and to medium-size firms and the FIs arc 
unable to reduce their rates of i merest because 
they are stuck with high cost funds. 

One of the most damaging measures in the 
latest policy package from the point of view 
of the health of the financial system is the 
exemption ofinter-bankliabilitiesfromCRR 
and SLR re()uirements. First, it has been 
repeatedly emphasised by the RBI that banks, 
the private and foreign ones in particular, 
overextend themselves through inter-bank 
funds. The new measure would give a further 
impetus to these activities. Secondly, instead 
of encouraging banks (and FIs) to engage 
in inter-bank borrowing (and lending), a 


wiser policy would have been to promote a 
bill culture which, despite its strong ralioiuile 
and repeated recommendations in support of 
it, has remained neglected. In recent years 
especially the RBI has been obsessed with 
promoting a government securities market 
as part of its policy of using indirect 
instrunrentsof monetary control. Discounting 
and rediscounting of first class bills would 
have created a range of term-money market 
rates based on marketable instruments. What 
is required, of course, is a different approach 
with the emphasis on advancing the cause 
of the productive u.sers of credit in the 
economy. 

POLITICS 

Beyond Balancing Acts 

A correspondent writes: 

THE political developments in the capital 
during the last few weeks have, among iniiny 
other things, cxpo.scd to view the chicanery 
of the two largest parties in parliament. If 
the Congress - prujielled by the iiersonal 
pique of its leader - has tried to bully the 
United Front to change its prime minister, 
the B JP has been attempting to split the Front 
by wooing the regional parties which are 
constituents of the Front, hoping to bounce 
back to power with their support. 

As for the Congress, personal ambitions 
of its individual leaders and narrow concerns 
of self-seeking factions within it .seem to 
prevail overtheparty’s will to look altci even 
the enlightened .self-interest of the Indian 
ruling classes. which it had been representing 
all these years. Its withdrawal of support 
from the Devc Gowda government came at 
the most inopportune moment for its 
supporters, with the fate of the economic 
reforms hanging in the balance and the Indo- 
Pak official talks coming to a standstill. The 
United Front government’s economic policies 
have been generally welcomed by big 
business and commcicial intcicsis. the urban 
upper and middle classes, and the roral gentry 
- major sections of which form the Congress 
constituency. As a matter of fact, during the 
last 10 months of its existence, the Deve 
Gowda government hud carried forward 
tne policies ol structural adjustment that 
were initiated by the previous Congress 
government itsci f, much to the cmbarra.ssment 
of its Leftist partners and supporters who 
cannot do much except coming up now and 
then with feeble protests and well-founded 
warnings against the future implications of 
unbridled privati.sation and tinre.strained 
imports. But the United Front government’s 
decision to improve relations with 
neighbouring countries, Pakistan in 
particular, has found support not only from 
Indian commercial houses which are 
interested in trade, but also from a wider base 
of common citizens who want to visit their 
friends and relations across the borders, and 
better cultural exchanges. 
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Given this scenario, the Congress cannot 
fault the UP government on any account.^ 
Sitaram Kesri's charges about the 
government’s failure to contain communal 
forces or jeopardising the country's security 
do not cut much ice, since there have neither 
been any communal disturbances of the 
magnitude of the 1992 riots that took place 
during the previous Congress regime in the 
centre nor have there recently been any 
spurt in border clashes that marked the 
tenure of the Congress governments in the 
past. Obviously, therefore, it is cither a sense 
of being 'marginali.sed' - a complaint 
repeatedly voiced by the Congress MP 
Priyaranjan Das Munshi diinng the Lok 
Sabha debate on Deve Gowda's confidence 
motion - or the sheer greed for power that 
incited Kesri and his followers to topple the 
Deve Gowda government, a step that has 
angered and embarrassed many among his 
own party. A R Antulay is on record as 
saying that Congressmen should have 
been allowed to vote according to their 
con.scicncc on the motion of confidence in 
parliament. 

In an equally irresponsible game of real 
politik, the BJP leader A B Vajpayee during 
his speech in the Uik .Sabha on the niolion 
of confidence offered an olive branch to the 
regional party MPs of the United Front, 
suggesting that his party was willing to give 
up its adherence to the concept of a pan- 
Indian Hindi ■dominated cu It u re and prepared 
for a coalition with even these anti-l-lindi 
parties which had been fiercely protective 
about their respective regional and cultural 
identities. This is a far cry from the BJP's 
.self-righteous posture as a proponent ol 
‘value-based politics' which Vajpayee 
a.ssumcd after the failure of his l3-(lay 
government when he declared that his party 
was not willing to compromise with any 
political parly with which it did nut see cye- 
to-eyc. Now the BJP has started negotiating 
with the southern regional parties, DMK, 
TDPand TMC (which have a total of .‘53 M Ps 
in the Lok Sabha). But even if these MPs 
agree to support them, the BJP and its allies 
who number 203 in all, need the help of 17 
more (who would either join their bloc or 
support them fiom outside) to reach the 
magic number of 273 that will allow them 
to torin a government ai the centre. Apart 
from splitting the United Front, the BJP 
game plan seems to achieve very little - 
unless of course it can manage to buy off 
some more lence-sitiers from among the 
Janata Dal, a party that is already ridden with 
factions and liable to disintegration under 
pressure from outside. 

A similar vulnerability marks the position 
of the various regional, caste- and minority- 
based parties, which arc not wedded to any 
firm political ideology, but are willing to 
throw their weight behind or collaborate 
with any dominant party as long as their 
respective sectoral interests arc protected 
and furthered. Like tloisam they veer from 


oikI coalition partner to another, as evident 
froi^ the odyssey of parties like the Akali 
Dat, the BSP, the National Conference or 
the various Jharkhand groups. In view of 
the past experience, one would not be 
surprised if those regional parties that are 
constituents of the present United Front shift 
their loyalties overnight to the BJP or the 
Congress. 

Indiamay have entcredthceraof coalition, 
as pointedout by political observers who feel 
optimistic by drawing a parallel with the 
experiment of West Bengal where the Left 
coalition had been in power for the last 20 
years at a stretch. But while making such a 
comparison, observers tend to ignore that all 
the partners in the West Bengal coalition are 
bound together by a common political 
ideology, Marxian .socialism, and committed 
to an agreed programme of economic rcfoi ms. 
besides enjoying absolute majority m the 
state legislature. One must also remember 
that the emergence of the Left Front in West 
Bengal was preceded by a number of 
experiments in coalition government in the 
1960s and mass upsurges for political and 
economic changes all through the 1960-70 
IHiriod. 

The Rightist variety ot coalition 
government is provided by the BJP-Shiv 
Sena alliance in Maharashtra, which again 
bccau.se of a certain ideological homogeneity 
(based on 'Hindutva') appears to be stable, 
although it is yet to consolidate itself us an 
overnding political force in the state as the 
Ixft Front has been able to do in We.si 
Bengal 

One surely docs not expect at the present 
stage the cmcigcncc of a well-knit coalition 
at the centre, based on a consensus over a 
programme of egalitarian political and 
economic changes as in West Bengal. But 
for any stable coalition in New Delhi 
(whether a Centre-Left of the Congress- 
supported United Front variety or a 
Centre-Right, as is being envisaged by the 
BJP) the future participants have to chalk 
out policies and plans much before the 
elections that will go beyond the balancing 
act of the post-electoral Common Minimum 
Programme (CMP) of the UF. Pioponeiiis 
of both the Centi c-Lcft and the Centre-Righi 
combinations - which appear to be the only 
two options available to the Indian voters 
in the coming mid-term parliamentary 
polls that arc inevitable, whether today or 
tomorrow - should have the courage and 
honesty to approach the electorate with 
their respective programmes, sharply de¬ 
lineated in unambiguous terms, in anti¬ 
cipation of coming to power. This would be 
a far better way of assessing and respecting 
the verdict of the Indian electorate than 
knocking up a CMP after the elections as 
a modus vivendi to form a government 
with disparate elements - and a minority 
government at that, which has to bend to the 
demands of a party without whose support 
it cannot survive. 


PUNJAB 

Coalition Ibnsions 

HONOURING relatives of militants on the 
eve of the restoration of the Akal Takht, the 
highest temporal and religious scat of th^ 
Sikhs, has rutiled quite a few feathers. Though 
Gurcharan Singh Tohra, the chief of Shiro- 
mani Gurdwara Prabhandhak Committee 
(SGPC), has belatedly distanced himself from 
the event, arguing that it was the Damdami 
Taksal which had honoured the relatives, 
speculation that there is an undercurrent of 
sympathy for the militants’ cause among a 
section of the Shiromani Akali Dal (SAD) 
has gained ground. 

The Akal Takht resumed its normal func¬ 
tioning on the occasion of Bair akhi, after a 
gap of 13 years. The SGPC had entrusted 
the rebuilding of the Takht to five priests 
headed by Baba Thakkar Singh of the 
Damdami Taksal. On the eve of the 1'akht’s 
rc.sumption, 'kirpans' and ‘siropas’ were 
offered to the mother of Harjindcr Singh 
Jinda, the assassin of general A S Vaidya, 
to the father of Satwant Singh, the assassin 
of Indira Gandhi, and to the son and brother 
of Jarnail Singh Bhindrunwaie. Bhai Ranjit 
Singh, the Akal Takht’s jathediu who has 
served 13 years’ imprisonment foi hisallcgcd 
involvement in the as.sa.s$inulionofNirankari 
Baba Gurcharan Singh, presided over the 
function. Kanwaijit Singh, the finance 
ministcrof slate, was also present throughout 
the (unction. 

Religion and politics are deeply 
intcrmeshed within the Akali Dal and on 
occasions, such as the penance undertaken 
by Surjit Singh Barnala. the former chief 
minister, the religious body of the SGPC has 
had the upper hand in determining Dal 
politics. Gurcharan Singh Tohra has 
consistently evinced an ambiguous stand 
towards extremist politics in Punjab. Never 
having forthrightly condemned extremist 
violence. Tohra, in the World Sikh 
Conference held in 1995, in.stcad had anointed 
the dead militants as martyrs. Tohra also 
represents a faction within the Dal which is 
/xalously committed to ‘.he implementation 
of the Anandpur Sahib resolution. As chief 
of SGPC, Tohra has always played the 
religious card deftly to maintain his distinct 
standing within the Dai politics. 

But this time, the Dal being in alliance 
with the Bharatiya Janata Party, such imra- 
party manoeuvres are sure to have 
repercussions on the SAD-BJP relations. 
Though the BJP has expressed its displeasure 
over the ceremony, it is more embarrassed 
that the function should have taken place 
when civic polls to the Ludhiana, Jalandhar 
and Amntsar municipalities arc just round 
the corner. The .SAD-BJP alliance had won 
the last assembly pol Is on the issue of Hindu- 
Sikh amity, making light of the extremist 
threat. Yet the incident of consecrating the 
memories of militants by the Akal Takht 
points to a possible major source of discord 
within the SAD-BJP alliance. 
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CURRENT STATISTICS 


EPW Research Foundation 
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l^DcevioM two yean. Inflation iiu been olhowise suppreosed somewhat in 1996-97 due to the posiponetnent of increases in adminisierrd pm-es and 
^nK^dons in manufacturing industry. The WFI for manufacniied products other than 'food products' has edged up by only .V2 per cent against 6.: 

'acroeconomic Indicators 


and the near-recrssinnary 
t 6.2 pet cent in 199S-96. 
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Money and Banking (Ks crorc) 


Money Supply (M,) 
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1997-98 So Far 


April 11, Month Year 1997-98 So Far 
Capital Market 1997 Ago Ago Trough Peak 


BSE Sensitive Index (1978-79=100) 3634(4.91) 3726 3464(-0.03) .3427 .3651 

BSE-100 (1983-84=100) I567(-I.88) 1617 I597(-5.40) 1489 1.578 

BSE-200 (1989-90=100) 349(-2.24) 360 357(-6.79) 333 353 

NSE-,50 (Nov 3, I995=I0(X)) 1013 1052 - 970 1030 

SkindiaCDR Index (Apr L5, 1994=100) 67.86(-l5.84) 73.00 80.63(042) 67 33 69.91 


Foreign Trade February Fiscal Year So Far 

1997 1996-97 1995-96 1995-96 1994-95 


1996-97 
lugh Peak 


_ En d of Fiscal Yea r _ 

1996-97“ 1995-96 “r994.95 


336I(-<).2) 
1464(-5 5) 
328(-5 0) 
na 

72 76(-7 1) 


3167(3.3) 3261(-13 7) 
1549(-3 5) I6()6(-12.2) 


.145 (-fi 3) 
na 

78.53(0 7) 


368(-I8.2) 
na 
77 99 


Exports; Rs cron: 

US $ mn 
Imports; Rs*crore 
US $ mn 

Non-POL US $ mn 
Balance of Trade; Rs crorc 
US $ mn 


9517 105691 (11.91) 94443(29.17) 106353(28.6) 82674 (18..5) 
2652 29811(5.31) 28309(21.48) 31797(20.8) 26330(18.4) 

12743 1243.35(13.13)109907(38.03) 122678(36.4) 89971(23.1) 
3551 35070(6.45) 32944(29.82) 36678(28.0) 28654(22.9) 

2665 26312 (-0.97) 26570(31.29) 29152(28.3) 22727(29.5) 

-3226 -18644 -15464 -16325 -7297 

-899 -5259 -4635 -4881 2324 


1993-94 


69751 (29 9) 
22238 (20.0) 
73101 (15 3) 
23306 (6.5) 
17552 01.2) 
-3.3.50 
-1068 


.53688 (21,9) 
18.5.37 (3.8) 
61375 (32 4) 
21882 02.7) 
1.5782(12 3) 
-9687 
-3345 


1991-92 


44041 (.35.3) 
17865 (-1 .5) 
47851 (10.8) 
I94ll(-I9.4) 
14(!47(-22.2) 
-3810 
-1546 


April II, Apr 12. Mar 31,_ 

Foreign Exchange 1997 1996 1997 Month 

Reserves (excluding gold) Ago 


_ Variation Over _ 

Fiscal Year So Far 1996-97 " 1995-% 1994-95 i99p)4 


( 21142 

52 

559 

21649 

-7302 

18402 

27430 

i 5237 

68 

74 

5243 

-.3690 

5640 

8724 


Notes: (i) Superscript numeral denotes month to which figure relates, e g. superscript I stands for January, (ii) Figures in brackets arc percentage 
variations over the period specified or over the comparable period of the previous year, na = not available. 
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Trends in Wholesale Price Index (Base: 1081-82 = 100) (Point-to-point) 


Alt Commodiiiec 100.00 321.5(7.3) 299.5(5.0) 

Primuyuttcles 32.30 333.5(8.3) 307.9(5.4) 

Pood articles 17.39 382.4(10.9) 344.7(9.8) 

Foodgniins 7.92 373.8(15.6) 323.4(6.4) 

Ceieols 6.82 364.2(18.8) 306.6(4.3) 

Pulses 1.09 433.5(1.2) 428.3(16.8) 

Vegetables 1.29 362.1(6.3) 340.8(22.9) 

FruiU 2.80 365.0(2.0) 357.7(33.6) 

Milk 1.96 330.5(5.4) 313.6(2.3) 

Eggs, fish and meat 1.78 4.38.3(15.7) 378.9(-2.l) 

Condiments and spices 0.95 500.4(7.1) 467.3(10.9) 

Other food articles 0.69 429.5(14.3) .375.8(2.3) 

Non-food articles 10.08 333.2(5.0) 3I7.4(-I.9) 

Fibres 1.79 .328.9{-3.2) 339.6(-17.8) 

Oilseeds 3.86 287.7(6.6) 269.8(-5.2) 

Other non-food articles 4.43 374.7(7.1) 350.()(8.9) 

Minerals 4.83 158.2(1.9) 155.3(5.6) 

Metallic minerals 0.23 4.34.1(1.6) 427.4(29.9) 

Other minerals 0.32 29l .6(-0.6) 293.3(22.6) 

Petroleum crude 4.27 133.2(2.3) 130.2(0.0) 

Fuel, power, light and 

lubricants 10.66 343.0(16.2) 295.1(3.7) 

Coalmining 1.26 450.8(22.3) .368.6(0.21 

Mineral oils 6.66 281.0(18.4) 237.4(0.9) 

Electricity 2.74 444.5(10.6) 401.9(9.6) 

Manufactured products .57.04 310.6(5 1) 295.5(5.0) 

Food products 10.14 .311.3(15.0) 270.7(-0.7) 

Dairy products 0.64 350.0(7.9) 324.3(4.2) 

Grain mill products 1.53 406.7(36.6) 291.4(3.4) 

Bakery pniducts 0.24 .344.3(22.5) 281.1(9.9) 

Sugar.khandasari,gur 4.06 262.2(18.2) 22l.9(-6.0) 

Salt 0.04 5.38.9(-2..5) 5.52..5(113.l) 

Edible oils 2.45 298.9(1.9) 293.2(-2.3) 

Tea and coffee process 0.24 475 4(-1.5) 482.5(3.4) 

Beverage.tobocco and 

tobacco products 2.15 404.7(7.5) 376.: 

Soft drinks 0.07 426.2(5.5) 40.3.( 

Mfg.of bidi .cigarettes 

tobacco and 74irda 1.93 410.5(7.9) 38().< 

Textiles 11.55 306.5(2.2) 299.t 

Cotton textiles 6.09 337.0(4.6) 322.1 

Cotton yarn 1.23 37l.3(-1.2) .375.91 

Cotton cloth (mills) 3.16 334.5(10.4) 303.1 

Powerloom 0.91 2.50.7(-l.7) 255.1 

Handloom 0.74 386.9(0.0) 386.9( 

Jute textiles 0.69 479.4(.9..3) 528.7( 

Wood and wood products 1.20 445.8(0.0) 445.1 

Paper and paper products 1.99 378.3(1.4) 373.( 

Leather and leather prod 1.02 282.2(-0.l) 282.5 

Rubber and plastic prod 1.59 247.()(2.7) 240.4 

Chemical and chemical 

products 7.36 264.9(3.4) 256.1 

Inorganic chemicals 0.76 393.8(0.2) .392.9( 

Organic chemicals 0.45 157.9(3.6) I52.4( 

Fertilisers 1.74 220.8(3.9) 212.5 

Drugs and medicines 1.07 242.9(0.3) 242.2 

Soaps and detergents 0.88 285.2(12.5) 253.5 

Non-metallic mineral pro 2.45 344,5(7.6) 320.1 ( 

Cement 0.86 279.7(-3.4) 289.6( 

Basic metal.alloys and 

metal products 7.63 341.7(2.5) 3.33.5 

Basic meials and alloys 4.78 324.7(3.4) 313.5 

Iron and steel 2.44 .307.7(4.1) 295.< 

Ferroalloys 0.20 390.7(0.4) 389.1 

Non-ferrous metals 1.03 395.3(-l.3) 400.4 

Aluminium 0.45 393.6( 0.2) 394.3( 

Other non-ferrous metals 0.57 396.6(-2.l) 405.2 

Metal products 1.82 356 2(2.6) 347.2 

Machinery and machine 

tools ' 6.27 298.6(3.8) 287 6 

Non-elec machinery 3.28 308.5(7.4) 287.2 

Electrical machinery 2.99 287.8(-0.l) 288.C 

Transport equipment 2.71 270.1(3.7) 260.4 

Other miscmfg ' 0.97 176.7(4.1) 169.7( 

Food Index* 27.53 356.2(12.2) 317.4 


Commodities Weight 1996-97 19' 


* composite index of fo<'d articles and food products. 


1995-96 1994-95 


285.2(10.4) 

292.0(12.7) 

313.9(11.9) 

303.9(8.6) 

293.9(8.4) 

366.6(9.5) 

277.2(10.9) 

267.8(10.4) 

306.4(7.9) 

387.2(19.8) 

421.4(12.0) 

367.5(49.8) 

323.6(15.5) 

412.9(9.1) 

284.5(23.2) 

.321.5(13.5) 

147,0(6.5) 

329.1(22.4) 

239.2(3.5) 

1302(.5.!) 

284.7(2.4) 

367.8(5.2) 

235,3(-O.I) 

366.8(5.3) 

281.4(10.7) 

272.5(8.1) 

311.3(20.6) 

281.7(5.3) 

255.7(3.2) 

236.(K-2.2) 

259.8(9.6) 

300.0(18.3) 

466.6(47.6) 


376.3(5.4) 3.56.9(12.5) 
403.9(6.3) 380.1(-l.6) 


380.4(6.2) 
299.8(7.8) 
322.1(5.0) 
375.9(-9.0) 
303.1(3.9) 
255.1(0.0) 
386.9(51.6) 
528.7(.38.0) 
445.8(3.8) 
373.0(8.6) 
282.5(3.9) 
240.4(7 9) 

256.1(.5.1) 

.392.9(11.1) 

l52.4(-8.9) 

212.5(5.1) 

242.2(7.2) 

253.5(6.3) 

320.1(11.0) 

289.6(10.2) 

3.33.5(5.2) 

313.9(4.3) 

295.6(4.6) 

389.1(7.2) 

400.4(5.6) 

394.3(12.7) 

405.2(0.7) 

347.2(7.0) 

287 6(4.4) 
287.2(5.3) 
288.0(3.3) 
260.4(6.1) 
169.7(0.1) 
317.4(6.3) 


358.1(10.6) 

278.1(14.2) 

306.9(14.5) 

413.3(16.9) 

291.6(20.8) 

255.1(1.6) 

255.2(0.0) 

383.1(11.2) 

429.5(6.3) 

.343.5(2.9) 

271.9(8.0) 

222.7(16.7) 

243.7(12 9) 
353.6(23.0) 
167.2(30.3) 
202.2(12.5) 
226.0(16.0) 
238.4(12.8) 
288 3(9.1) 
262.8(24.6) 

317.1(10.7) 

300.9(10.5) 

282.6(8.0) 

362.9(39.2) 

379.0(20.6) 

349.8(20.5) 

402.3(20.7) 

324.6(5.5) 

275.6(12.8) 

272.7(8.1) 

278.8(18.4) 

245.4(7.1) 

169.8(2.5) 

298.7(10.6) 


1993-94 


258.3(10.8) 
259.0(11.5) 
280.4(4.4) 
279.9(17.4) 
271.1(15.4) 
334.9(28.7) 
250.0(3.3) 
242.6(-13.3) 
283.9(3..5) 
323.2(18.4) 
376.4(-l8.8) 
245.3(-23 7) 
280.2(24.9) 
378..5(83.4) 
231.0(14.1) 
283.3(1.3.0) 
138.0(17 0) 
268.9(8.9) 
231.(K5.7) 
123.9(19 9) 

278.0(13 I) 
.349.6(4.6) 
235.6(6.7) 
348,4(30.7) 
254.2(9 9) 
252.1(12.3) 
2.58 1(2 2) 
267.5(9.3) 
247.7(6.5) 
241.4(21.4) 
2.36.5(2.1) 
253.6(6.3) 
.316.2(4.7) 

317.3(7 0) 
.386.4(23.2) 

.323.7(6.2) 
243.5(16.8) 
268.0(20.7) 
.3.53.6(41.0) 
24I.3(I7..3) 
251.2(0.8) 
255.2(17.8) 
344.6(22 4) 
404.2(17.1) 
3.33.9(2.8) 
251.8(7.4) 
190.9(1.3) 

215.8(7.6) 

287.5(12.4) 

I28..3(0,3) 

I79.8(-1.2) 

194.8(12.2) 

211.4(4.0) 

264.2(11.6) 

210.9(0.7) 

286.5(8.2) 

272.4(8.9) 

261.6(8.0) 

260.7(1.3) 

314,3(4.6) 

290.4(15.8) 

333.3(-l.9) 

307.7(8.5) 

244.3(4.9) 

252.3(3.2) 

235.5(7.1) 

229.1(5.4) 

165.6(17.0) 

2700(7.0) 


1992.-93 


233.1(7.0) 
232.2(3.0) 
268.5(5.4) 
238.5( 1.9) 
235.0(-2.7) 
260.2(2.7) 
242.1(1.5.5) 
279.8(7.5) 
274.3(9.6) 
272.9(17.1) 

463.. 5(3.0) 
321.6(27.9) 
224.4(-l 4) 

206.4(-10..5) 
202.4(-8.7) 
2.50.8(8.3) 
117.9(2.8) 
247.0(24.7) 
2l8.6(-5.5) 
103.3(1.9) 

245.9(15.2) 
334.2(12.7) 
220.8(18 8) 

266.. 5(9.8) 
231.2(7.9) 
224,4(6.8) 

252.. 5(-3.1) 
244.8(3.3) 
232.5(2.1) 

198.8(27.9) 
23I.7(.5.2) 
238 6(-7.1) 
302.1 (-1.0) 

296.. 5(4.1) 
3I3.7(9..3) 

304.7(3.9) 

208.. 5(5.5) 
222.1(5.5) 
2.5().7(-l.2) 
205.7(4.3) 

249.2(26.6) 

216.6(0.0) 

281.. 5(-0.4) 
.345.1(63.6) 

.124.9(8.1) 

234.5(2.7) 

188.5(3.4) 

200.. 5(12.8) 
255.7(10.6) 

127.9(0.9) 

181.9(42.6) 

173.6(4.7) 

203.3(4.7) 

236.7(3.0) 

209.4(-3.5) 

264.9(9.6) 

250.2(10.6) 

242.3(12.2) 

2.57.4(9.7) 

300.4(6.8) 

250.8(8..5) 

339.8(5.9) 

283.5(9.0) 

232.8(4.6) 

244.5(3.2) 

219.9(6.4) 

217.4(2.5) 

141.5(2.8) 

252.3(5.8) 


1991-92 


217.8(13.6) 

225.4(15.3) 

254.8(20.9) 

243.2(24.0) 

241.6(26.9) 

253.4(9.4) 

209.7(7.2) 

260.2(24.1) 

250.2(13.7) 

2.1.3.1(16.3) 

450.2(41.3) 

2.51.. 5(-5.0) 
227.6(8.1) 

230.5(14.4) 
221.7(4.7) 
231.6(837) 
114.7(5.2) 
198.0(20.1) 

231.. 1(19.0) 
101.4(1.9) 

213.5(13.2) 

296.. 5(27.4) 
185.8(9.2) 

242.7(13.7) 
214.3(12.6) 
210 . 2 ( 10 . 2 ) 
260.7(30.0) 
2.16.9(19.7) 
227.7(29.2) 
1.55.4(5.5) 
220.2(25 0) 
256,7(1.9) 
305.2(4 8) 

284.8(15..5) 
287 1(12.00 

293.3(16.3) 
197.7(11.3) 
210.5(16.0) 
253.7(28.9) 
197.3(17 5) 
196.9(1.8) 
216.6(7.4) 
282.6(-.5.7) 
21I.O(32..5) 
300.5(27.7) 
228.4(-0.8) 
182.3(10.1) 

177.8(15..5) 

2.11.1(13.8) 

126.8(10.5) 

127.6(28.8) 

165.8(8.3) 

194.1(17.6) 

229.7(16.8) 

217.1(17.4) 

241.7(6.0) 

226.2(5.5) 

216.0(4.5) 

234.6(5.2) 

281.2(6.7) 

231.2(1.9) 

320.9(9.7) 

260.1(6.7) 

222.. 5(17.8) 
237.0(18.6) 
206.7(17.0) 
212 . 1 ( 11 . 2 ) 
137.7(12.0) 
238.4(17.2) 


1990-91 


191.8(12.1) 

19.5.5(17.1) 

210.8(18.9) 

196.1(22.7) 

190.4(25.3) 

231.6(10.8) 

195.7(17.7) 

209.7(25.0) 

220.1(8.9) 

200.4(10.5) 

318.6(32..1) 

264.6(-2.0) 

210.5(19.3) 

201.5(24.5) 

211.8(26.6) 

213.1(12.0) 

109.0(-0,5) 

164.8(0.0) 

194.3(-1.2) 

99.5(-0.4) 

188.6(14 4) 
232.7(0.0) 
170 1(20.6) 
213.4(11.4) 
190 3(8.9) 
190.8(13.2) 
200 . 6 ( 8 . 8 ) 
197.9(13.0) 

176..1(I2.2) 
147 3(0,1) 
176 1(11.8) 
251 8(32.7) 
291.3(22 9) 


1989-90 


171.1(9.1) 

166.9(6.4) 

177.3(2.1) 

159.8{-3.4) 

l51.9(-6.2) 

209.0(11.2) 

166.3(19.5) 

l67.7(-2.4) 

202.2(4.5) 

181.4(6.3) 

240.9(5.4) 

269.9(26.1) 

176.4(13.4) 

l61.9(-4,0) 

167.3(27.4) 

190.3(11.0) 

109.5(10.8) 

164.8(3.6) 

196.6(4.5) 

99.9(12.5) 

164,9(6 3) 
232.6(0.4) 
141.1(9.1) 
191.6(4 7) 
174 7(11.1) 
168.6(12.9) 
184.4(2.5) 
175.2(4.5) 
1.57.1(0.4) 
147.2(13.1) 
1.57.5(18.8) 
189.8(17.2) 
237.0(41.2) 


246.6(10.8) 222.6(20 4) 
256.4(24.0) 206.7(1,6) 


2.52.2(10.6) 
177 7(5.3) 
18l.5(6..5) 
196.8(2 2) 
167.9(9.5) 
19.1.5(9.9) 
201 . 6 ( 0 . 0 ) 
299.6(5.3) 

l.59..1(0.3) 

235..1(I0.7) 
230.3(14.9) 
165.6(1 7) 

154.0(7.3) 
203.0(15.9) 
114.7(4.4) 
99.1(0.0) 
153.1(3.8) 
165.0(5.6) 
196.7(10.9) 
18.5.0(14.1) 

228.1(8.7) 

214.5(6.7) 

206.7(6.0) 

22 . 1 . 0 ( 6 . 2 ) 

263.5(8.0) 

226.8(5.7) 

292.6(9.4) 

243.7(14.1) 

188.8(10.4) 

199.8(11.2) 

176.7(9.5) 

190.8(9.5) 

123.0(4.4) 

203.4(16.8) 


228 1(21.9) 
168.8(17.1) 
170 4(16 6) 
192.5(11.8) 
153 3(13.8) 
176.1(2.1.8) 
201.6(29.2) 
284.4(36.1) 
158.8(1..5) 
212.6(10.5) 
2tK).4(16.9) 
162.8(4.1) 

143.5(4 8) 
175.1(8.41 
109.9(1.5) 
99.1(0.0) 
147..5(6.6) 
156.2(2.2) 
177.3(12.1) 
162.2(14.9) 

209.8(9.2) 

201.0(8.5) 

195.0(11.8) 

210.0(4.5) 

244.0(4.1) 

214.6(2.6) 

267.4(5.2) 

213.5(14.7) 

171.0(8.1) 
179.7(10.4) 
161.4(5.4) 
174 2(10.6) 
117.8(1.2) 
174.1(5.7) 
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COMPANIES 


EPW Research Foundation 


LML 

Expansion Plans 

LML. a well known name in the domestic 
twO'Wheeler industry, saw a sharp (all in its 
bottomline in its silver jubilee year. 1995-%. 
This Kanpur-based company has a tic-up 
with Piaggio of Italy for manufacturing a 
variety of two-whcclers. Up to 92.7 per cent 
of the company’s turnover comes from the 
sale ol two-wheelcrs and the balanceis mainly 
attnbutable to sale of spare parts. 

While net sales for the year ended 
Septemticr 30, 1996 rose by 21.9 pci cent 
and value of production incrca.sed by 18.2 
per cent over the previous year, the company 
s,iw a 4.3 9 pci cent decline in net profit A 
sharp iiicicavc in opciating expenses led to 
a 6 4 per cent (all in operating pi ol it Despite 
a 2.2 pci I'ciii tall in depreciation charges, 
thccomp.iny sawadr.isiic l.ill iii|iiolitabilily. 
Coiisccjiicnily. the company's eainings per 
share Ic'l liom Rs 7 4 lo Rs 4.2 in 1995-96 

There wcic two main icasons lor the 
company’s pool peiloiiiiancc .i huge wiiic- 
oll ol a non-ic^ovci.ihlc debt ol Rs 9 (iciorc 
aad a prosision ol Rs 1 5 cioic lowaids 
iiiininiuii! allcrn.ilive las iMAl') Rut foi 
these iwii piovisions, ilic company’s 
pcrioini.ince would have been imich belter 

The coiiip.iiiy’s income lioin e.sports 
mcie.ised signilicaiitly by 44 8 pei cent 

Mcansvhile the company ha> undeiiakcn 
a piojeci 10 expand and modcinisc iis 
production l.icihlies at-Kanpiir m technical 
collaboration with Piaggio. The tnojccl. 
which IS estimated lo have a total outlay ol 
around Rs 204crore. is being mainly linanced 
through debt LML, is also implenieiilmg an 
expansion pioject lor enhancing its cap.icily 
trom two lakh vehicles per year to six lakh 
vehicles per annum. The.company claims 
that it also plans to diversify into other fields 
along with itscxpansion activities. While the 
work on the above projects is reportedly 
proceeding as per schedule, the first pha.se 
of expansion of the company's capacity to 
three lakh vehicles per annum was 
succe.ssfully achieved in Septcmbei 1996. 

Meanwhile, LML and Asiar. Paints plan 
to enter into a strategic alliance lo laimch 
aunique pay-by-scooter concept. Undei this 
alliance, the paints major will not only be 
the exclusive paints vendor to LML, but will 
also be responsible for every scooter that 
rolls olf LML’s Kanpur production bne. 
However, the final decision pertaining to the 
quality of the finished paint job will rest with 
LML alone. 

The Indian two-wheeler market is the third 
largest in the world (alter China .iiid Japan) 
and is also one of the fa.sies«-growing. The 
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poor conditions of Indian roads is largely 
responsible for the good fortune of the two- 
wheeler industry, as it is these very conditions 
that make these vehicles an ideal mode of 
transport. As per the latest estimates, the 
two-wheeler segment of -the automobile 
industry is expected to expand at a com¬ 
pounded rate of about 10 per cent per annum 
to 4.37 million vehicles by the year 2000. 

The company claim that talks are on for 
setting up lacilitios tor iiianufacturing 
motorcycles and three-wheelers apaii fiom 
scooters. For motoicycics, particulaily.ft is 
more likely that the company will opt for 
a new pariner«i%sic.id of Piaggio. However, 
this IS nut a sign ol deteriorating relations 
between the two companies, claim company 
sources, and poini to the fact that Piaggio 
will be using LMI as its sourcing base for 
the entire Latin American, market. With 
similar road conditions and consumer 
dcm.inds in both the.se pails ol the globe, 
this sti.iicgy also scciiiifto make economic 
.sense 

LML has sevcial two-wheelcrs ready lor 
launching in oidcr lo take advantage ol 
ihc growing market, including Piaggio's 
’Gileia’, a 125ii. loin-stroke motorbike. 
Although Italy and ihc rest of Europe will 
sec the ‘Ciilcra’ model on their roads in a 
loiiple of iiuinths. the Indian variety, 
rcchiistened ‘F,aglct’ is expected lo hit the 
loadoiilym 1999 llowcvei.LMLdoesplaii 
to launch a 125cc Iscn stioke scooter in two 
to three months Aiiolhei 74cc two-stroke 
scootereite with .lulom.ilicgears and a powei 
of 5 blip (break hoi sc power) will be l.umchcd 
later this year. ‘Zip’, a 74cc vehicle m the 
.same category with self-siail, is slated for 
launch next year as is the ‘.Sfeia’. a 6.5 blip 
125cc four-stroke scooiei Irom the LML 
stable. 

LMI-’s stock iiuotcs at around Rs 40 on 
the bourses, di.scouniing Its 199.5-96 earnings 
per share by 9.6 times The company’s hook 
value .stands at Rs 19 per share as against 
Rs 14.9 a yeai b.ick 

WIMCO 

Backward Integration 

Wimeo w,is ii'corpotaied in 1923 as Western 
India Match Company, incollaboration with 
Swedish Match Company. Rcchristened 
Wimeo, it is the only company in the 
organised sector which nianufacturcs safely 
matches, with a 16 per cent market share. 
Wimeo has factories scattered over five cities 
and has a total in.slallcd capacity to produce 
5.000 million match boxes. 

Though a major part of the company’s 
revenue (up to 85 per cent) tomes trom 


matches, its activities aie not restricted to 
maiuitaciunng salety matches and include 
the sale ol canned 11 uit and vegetable pmducts 
and production ol packaging machines and 
chemicuK 

The company peiioinicd poorly in 
1995-96. Despite being a market leader in 
an industry which is largclv catered to by 
the unorganised sector, the company saw a 
44.2 per cent tall m its bottomline over the 
previous year, 1994-95 Although nei sales 
and value of piodueiion increased by 29.1 
per cent and 26.4 pel cent, icspeciivcly, theic 
was a sharp mcica.se in operating expenses. 
A steep ii.se in interest charges (up il per 
cent) coupled with a Rs 3 48 crore (ax provi¬ 
sion (1994-95. Rs 25 lakh) resulted in a 
drastic fall m the company’s profitability 
Further, though exports improved by 23 6 
per cent, iinjiorts almost doubled. 

The company’s earnings per share fell 
from Rs 4 to Rs 2.2. In spite of this, the 
company maintained thedividend rate at last 
year’s level of 10 pei cent 

The company now plans to set up a librc- 
board inanulactuiiiig plant in Uttar Pradesh 
at a total outlay ol aiinind Rs 200 croic. 
While It has aheady been granted a Letter 
ol Intent by tlit state government, the 
company has shoitlisted two foreign firms 
from Cicrniany and New Zealand tor .sourcing 
theicchnology lorihe medium density fibre- 
board plant The plant, which is expected to 
take at least a year and a half lo come up, 
plans lo cxpoil up to 50 per cent ol its 
production The company is scouting foi a 
loreign paiinei in east Asia loi entering into 
a buy-back aiiangetneni The project will be 
.set up III two |)hases, (he lirst will include 
an annual ca|)acity toi niaiiul.icturing 50,000 
square meters ol libie-board and the second 
phase will double tins capaiity 

Although Wiinco manutaciu’’es more than 
5 billion matches annually, it meets only 
about 10 |>ci cent ol the total requirements 
ol the couniiy To catei to this phenomenal 
demand .the compan y pi .ms lo acquire arou nd 
1,000 acres ol land loi cultiviiting poplar 
trees as backward integration which will 
ensure a legular supply ol timber lor its 
maiches division f-’or this purpose, it plans 
to tome out with an environment-friendly 
investment scheme olfering units of Rs 10 
poplar tiees tor Rs 4,(K)0 each. 

Meanwhile, tor the first six months of 
1996 97, the company managed to notch a 
65 per cent increase in its net profit over the 
corresponding period last year. This was 
despite an 8 per cent tail in net sales over 
the.same period, mainly due to fall in volumes 
resulting from a hike in match-box prices. 
The company also plans to launch innovative 
products such as book matches, matches 
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The Week’* Companies 


(Rs liikJti 


Financial Indicators 

LML 

WIMCO 

Bharat Biilce 


June 

1996 

June 

1995 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

Incaine/appropri«t)on.s 
t Net sales 

49664 

40755 

22559 

17481 

15568 

11126 

2 Value of production 

49564 

41947 

22052 

17449 

16123 

11123 

3 Other income 

792 

717 

429 

195 

89 

59 

4 Total income 

50356 

426f>4 

22481 

17644 

16212 

II182 

S Raw muterials/sloTcs and 

33246 

27842 

10075 

7950 

8463 

6017 

spares consumed 

6 Other manufacturing cx|Knse.s 

14 36 

1207 

3209 

2202 

1232 

720 

7 Remiinuraliiin to employees 

3787 

2619 

.3047 

2.569 

2 366 

2055 

8 Other expenses 

64()0 

5197 

4440 

.3463 

1795 

13.52 

9 OperutmK profit 

5427 

5799 

1710 

1460 

2356 

1038 

It) Interest 

1645 

1283 

643 

491 

w 

330 

11 CrtKs profit 

2988 

4204 

1138 

1.3.54 

2021 

748 

12 Oeprcciaiion 

1005 

1120 

124 

13.5 

96 

91 

13 Profit before tux 

189.3 

.3084 

1012 

1214 

1925 

657 

14 Tax provision 

162 

0 

.348 

25 

900 

310 

15 Profit after lax 

1731 

.3084 

664 

1189 

102.5 

.347 

16 Dividends 

0 

0 

299 

299 

141 

71 

17 Retained profit 

1731 

3084 

365 

890 

8S4 

276 

Liabililic.s/as.scts 

18 Paid-up capital 

4144 

4144 

2987 

2987 

565 

283 

19 Reserves and surplus 

.37.39 

2(8)8 

929 

564 

2215 

1614 

20 Long-term loans 

11290 

4751 

62.3 

689 

979 

904 

21 .Shurt-teim loans 

4005 

4966 

3109 

2265 

1676 

1041 

22 Of which hunk borrowings 

.3836 

.3622 

2025 

1789 

1676 

1041 

23 Gross fixed assets 

27064 

18482 

4044 

.3.365 

2016 

1805 

24 Accumiihilcd depreciation 

10684 

9615 

2168 

2.332 

1027 

988 

25 Inventoiies 

10528 

8887 

3612 

.3310 

34.54 

2622 

26 Total asscl.s/liubilities 

42263 

32784 

13(8)5 

10552 

12112 

8990 

Miscellaneous items 

27 Excise duly 

12227 

1047.3 

1211. 

1161 

1 3.30 

9.54 

28 Gloss value added 

7877 

8012 

4721 

4814 

4815 

.32.32 

29 Total toicign exchange income 

1099 

7.59 

1972 

15.32 

.326 

805 

30 Total foieign exchange outgo 

8975 

.5974 

1789 

609 

1554 

819 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 1 17.51 

124.31 

173 46 

165 67 

128 53 

123 76 

32 Sales to total nel as.scts {%) 

214.27 

256.82 

294.97 

268.73 

286.44 

289.59 

33 Gross value added to 
gross fixed assets (%) 

29 11 

43 .55 

116 74 

I43.()(> 

238 84 

179 06 

34 Return on inveslmcnl 
(gross piofit to total assets) 

7 07 

12 82 

8 75 

12 8.3 

16.69 

8 .32 

35 Gross profit to sales 
(gross margin) ('^) 

(1.02 

10 32 

5 04 

7 75 

12 98 

6 72 

.36 Opeialiiig profit to sales (%i 

10 93 

14 23 

7.58 

8..35 

15 1.3 

9 33 

37 Profit bel'oie lax to sales (%) 

3.81 

7.57 

4.49 

6.94 

I2..37 

5 91 

38 Tux piovision to 
profit before lax (‘A ) 

8.56 

0.00 

.34.39 

2 06 

46.75 

47 18 

39 Profit after lax to net worth 
(return on equity) {%) 

21 96 

50,13 

16.96 

33.48 

,36.87 

18 29 

40 Dividend Cifc) 

0.00 

0 00 

10.(8) 

loot) 

25 .;() 

25 00 

41 Earning per share (Rs) 

4 18 

7 44 

2.22 

.3 98 

181 42 

122.61 

42 Book v.ilue per share (Rs) 

19 02 

14.85 

1.3 II 

11.89 

492 04 

670 32 

43 P/E ratio 

9.58 

11 42 

6.75 

9..55 

5.68 

12.40 

44 Dcbi-cqiiily ratio 

(adjusted for revaluation) (%) 

143.22 

77,23 

15,91 

19.40 

33.22 

47 65 

45 Short-lerin bank borrowings 
to inventories t%) 

.36 44 

40.76 

.56.06 

54.05 

48.54 

39 70 

46 Sundry creditors to 
sundry debtors {%) 

278 57 

323 47 

205.00 

I76..37 

82.40 

100 40 

47 Total remiineralion to employees 
to gross value added {%) 

48 08 

32 69 

64..54 

53..37 

49.14 

6.t 58 

48 Total remuneration to employees 
to value of production (91) 

7.64 

6.24 

1.3,82 

14 72 

14.67 

1848 

49 Gross fixed .assets formation (%) 

46.43 

26 54 

20 18 

- 

11.69 

6.62 

.50 Growth in invcnloncs (%) 

18.47 

52.10 

9.12 

- 

.31.73 

19.24 


- means nut availnbl''. 


iTiacle of farmed wood and recycled paper- 
board. 

Tile company’s stock cunently quotes at 
around Rs IS on the bourses, discounting 
its 1995-96 earnings per share by 6.8 times. 

BHARAT BIJLEE | 

Own Technology 

Bharat Bijlec. the second largest 
matiufacturcr of elevators in the country, has 
a 16 per cent market share next to Otis whteh 
lia.s a 55 per cent share. The company 
perlormcd well in its golden jubilee year. 
1995-96. While net .sales and value of pro¬ 
duction improved by 40 per cent and 45 per 
cent, rc.spcclively. operat ing profit soared by 
more than 125 percent over 1994-95. Lower 
increases i n interest charges (up 5.8 per cent) 
and depieciation provision (up 5.5 per cent) 
helped the company post a 195 per cent ri.se 
III net profit. Coii.scqiiciilly, the coinpany'.s 
earnings per share jumped from Rs 122.6 
(face value Rs KKJ ncr share) to Rs 181.4.. 

The company’s book value has fallen froi 
Rs 670 3 pc share to Rs 492 per share,*' 
tnamly due to the boiuis i.ssiie in the ratio 
of one share lor eveiy shate held iwliich has 
taken total equity capital to Rs 5.7 crorc) 

A leading manufacturer ol motor', 
Iransloiniers and elevators, the company 
di.ivvs up to t5 pci I'cni of its turnover from 
its tr.m.slornier division, which has a product 
range encompassing 500 KVA to 100 KVA 
(lalliiig III the 200 KV talegoiy) The 
division's strategy of gradually shifting this 
division's focus liom sialeelcclricily boards 
(noioiious for their delays in |iaying bills) 
to private sectoi proieeis seems to have ptiicl 
off; the company now cn|ovs improved cash 
How and a lower credit peiiod 

The company’s motor division saw a 0 
per cent mtrca.se m turnover and uchicvci 
its highest ever sales and pioductioii figures, 
while the lilt division saw a significant 
incieasc in order intlows. The project division 
too commissioned a number of prestigious 
projects in 1995-96, 

Meanwhile, the company has ilecided to 
discontinue its technical tic-up with the 
Switzerland-based Olympus.Schindler group 
(which hold.s a 10 per cent .stakcj. While the 
Swi.ss company will continue to hold its 
slake. Bharat Bijlec will no longer pay the 
3 per cent royally foi the nel cost of Ihc 
elevators produced after deducting the cost 
of imports. The management claims that the 
company does not need to renew the 
agreement as it.now has the necessary 
technological expertise to roll out advanced 
models of elevators in future. 

The company’s shan; price, meanwhile, 
quotes at around Rs Rs 1,030 on the bourses 
di.scotinling its 1995-96 earnings per shaft 
by 5.7 limes. 
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POLICY WATCH 


All Dressed Up and Nowhere to Go 

^ndia Infrastructure Report 

Jayati Ghosh 
Abhijit Sen 
C P Chandrasekhar 


The basic strategy proposed in the India infrastructure Report 
prepared by the Expert Group on the Commercialisation of 
Infrastructure Projects appointed by the ministry oj J'utance is for the 
government to retreat as investor, to provide space for private 
participation, even while continuing to facilitate and provide 
numerous financial crutches for the private sector. Hut even all of 
these very expensive measures Jo not guarantee that the private 
sector would respond positivelv to invest in areas which are both 
ri.sky and noi-so-profitablc. 


IN 1994,Ihe World Bonk publishod ilsannuni 
Witrltl Dfvciopineiu Report oti the theme ol' 
intrastrueiiiie development in developing 
countries In teims of eonieiil iiiid 
concluMoii.s, the Repoil in geiier.il loliowed 
lines whu li are hy now c.isily piedieiable, 
and which have guiii'\l I's appioach to 
dilTcrem set lor.s micIi as lie.iltli ineailie and 
subseijueiii lepoiis Thus, the Repoil 
emphasised the growing irrelevaiKe. 
iiiade(|iiaLy aiul iiietfieiency of public 
monopolies or conirol ol iiilraslriiclure 
creation and development, the consequent 
need to give niiiehmotelreedoniofopeialion 
to private in vestoi s, including iniiltinaiioiial 
investors; the necessity ol allowing 
inirastructural lacilities and services to be 
priced ‘according to the market' lor greater 
elficicncy, etc. There was one iinpoitant 
ch,ingc, however, the World Bank Report 
advocated a growing role I'orihe government, 
not as diieci investor in phy.sical 
infiaslructurc, but in terms of ‘facilitating' 
private investment in this area, which is 
marked by externalities, high-risk long- 
gestation period investments, and so on. And 
such facilitation and creating appropriate 
incentives forprivateinvesinient would have 
to be done through what amounted to various 
foims of subsidies to such investincnt. As 
a result, while the World Bank as usual 
downplayed Ihe im|)uriance ol any direct 
investment by the government, it ended up 
advocating what is normally anathema to it; 
extensive public subsidnsation foi pi ivale 
entrepreneurs in order to achieve socially 
desired investment goals. 

All this would beol no more than passing 
interest if it were not lor the inllucnce such 
reports euriently have among the elites of 
developing countries. In the past. World 


Bank Reports were c.iicfully as.sessed by 
developing country analysis, because they 
gave .some indication of the concerns and 
orientation of an ini|Mriant multilateral donoi, 
which al.so defined the contours within which 
much foreign aid was disbursed. This in tui n 
meant a delinile piessure on recipient 
governments to lollnw the desired .set of 
economic policies Now that both foreign 
aid and inultilaieial loans have dwindled 
into relative insignificance loi most 
developing countiics and private maikets 
are nioie critical in dcleimining foreign 
capital mllows. these considerations are no 
longer all that relemni. Yet the Win Id 
nevelopmeiit Repoiis ol the World Bank 
remain noteworthy even at present, because 
they are obviously important determinants 
of the economic world viesvs ol policy¬ 
makers of developing countries. Indeed, it 
often seems as il ilicse reports are eagerly 
awaited by those lesponsible for making oi 
projecting economic policy, as providing the 
necessary bhic'piint 'or their own attitudes 
and actions, or the semblance ofju.slificalion 
for them. 

.Such leHectioiis resiilt from even Ihe nii'sl 
cursory look at a leceiil publication ol the 
govenimentol India. 7/ic///</ii//ri//‘o.v//f((tin<' 
Report: Policy hnp'-Kitive.s Jor Growth ttnd 
Welfare, which has been prepared by Ihe 
Expert Group on the Gommcrciahsation ol 
Infrastructure Projects, appointed by Ihe 
ministry of finance Phis report has taken 
more than the conteni as example Irom the 
World Bank ; in loriti, loo, it is iinesual 
for a government ol India report, in t'.iai 
it has been brought out in the glossy and 
slick lormat presumably beloved of Intel na¬ 
tional bankers. This emphasis on dressed- 
up visual appeal has its rationale in the 


eurreiil case, because il soon hecomcsevidcni 
that the tixperi Gioup believes that such 
traiisnaiional bankeis, along with other 
potential inieinaiional investors, arc 
appaienily the gods who must be propitiated 
in order to achieve national infrasiiuciurc 
goals. 

Si am ano Infkasihui umi. Drvi-i oi’mf.nt 

It IS imiKMlaiil to leinemiKa that .stre.ssing 
llieioleol private investment in inlrastrueliiie 
development is a major depailure liom the 
axiomatic reliance on the goveiiimcnt in 
fulfilling this role, that has marked both 
economic theory and policy pr.icticc ovei 
thi.s ceiilury. /iit/ccd. Ihe (act tiial Ihe 
infraslitieliiie .sectors tr.idilionally have been 
seen as the domm.int pie.scrve of the stale 
has almosi nolliing i.i do with ideological 
prelcrences or even perceptions legarding 
Ihe dcsiiablc cxieni ol government control 
vi.v-o-i'i.v free markets. Rather, ceitain 
eharacieiistics which aie inirinsic to nitra- 
strucliiral projects have deiermined that the 
public domain has been icgarded as Ihe only 
feasible location lor them 

These characleristies lelale primarily to 
the naiure ol Ihe insestmeiu involved, as 
well as Ihe prpblems ol pi icing ol the 
products Firstly, invc.slments in (ihysical 
infi.i.siructiiie .iie typically characteri.scd by 
liimpi ness, long ge.siaiioii periods..issociaied 
high risk, and iclativciy low {iroliis dining 
Ihe iniiial phases ol operation Tlic.se all 
operate .is disinceniives lor private 
inve.stmeiit Thai is why, even in the most 
deierniinediv ‘lapiialisF economies, iheie 
h;i.s always been .1 sigmlicanl role lor public 
invesimeni aimed at lillini’. mtrasiriicturnl 
gaps .Secondly, the inli.isiriiclinc sector is 
oneol ilieaie.'is wheieeconomic exiernalilics 
are most in evideiue Thus, many 
mliasliuctine investments (including both 
physic.il and social iiilrasiiuciuici have 
positive coir.eqiieni es winch arc not 
mediated through Ihe market, andihebenefits 
ol whn 11 aie mil appiopi lable by die invcMc rs 
Ihcmselves. riiis means that piivalc inves- 
lois would typically .illocate resources in 
such aieas which ate siib-opiimal Irom the 
s( ictal slaiidpoiiil This is lelated to Ihe 
third chaiacieiistic, wine his that many such 
iiivcsiincnis yield public goodc, the 
coii.>um|iiion ol which cannot he re.siricled 
only lo those who arc willing to pay for it. 
Conscqiienily, once again private investment 
IS likely lo be at a .socially sub-optimal 
level. I■‘lnally. given Ihe high level of 
initial sunk coslsandthedeclining marginal 
costs associated with several infiasiruc- 
tuial piojects, these aieas aic 'natural mono¬ 
polies' whose pricing cannot be left lo 
private opertitors, and must be cither under 
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public control or subject to government 
regulation. 

The very natureurthc.sc inve.stmcnl.s which 
were predominantly carried out by 
governments fflrihe better partofthiscenliiry, 
meant that the product.s were typically 
underpriced and that inve.stments occurred 
in 'socially desired' areas even it' they were 
commercially unviable. The obvious 
economic logic in such circumstances is that 
such projects must thcrelore he linanced 
through taxation or public resource 
mobilisation through other means, and that 
considerations of market profitability should 
not determine investment allocations which 
arc seen as socially necessary tor the various 
reasons mentioned above. 1'his principle was 
what explicitly guided government 
infra.stnictuial investments across the world 
until the iOKOs, even though it became 
increasingly evident that there were genuine 
di fficulties i n raising su ftlcieiu revenues from 
other sources such as tiixation, to tlnancc 
continued government investments in this 
aiea. By the 1980s, the budgetary difficulties 
of sustaining such an approach, in the face 
of growing .social and political constraints 
on governments’ ability to lax and increases 
in other types of government expenditure, 
were already obvious The fiscal crises of 
capitalist states, which Lave occurred in both 
industrial and developing countries with 
greater frequency and intensity since the 
1970s, have meant that many governments 
have been looking for ways to cut 
expendituresin politically manageable ways. 
And infrastructural investments typically 
head the list of expenditures that can be 
curtailed with low political costs, since 
they primarily affect economic growth 
and equity prospects in the future rather 
than the present. 

Oeveloping country 'mixed economies' 
have proved to be especially pione to such 
tendencies. Given the political structures 
accompanying most suc4i econoiiii'cs, thcie 
is an inherent contradiction between the 
state's pattcrnofcxpcnditurcs and the ability 
to raise revenues. Continuous growth in a 
range of expenditures, including in public 
sector employment and in overt and covert 
subsidies which are suppo.sedly designed to 
sustain pnvate incentives, goes hand-in-hand 
with pressure to reduce tax rates and oifer 
a range of other fiscal concessions. In addi¬ 
tion. the political economy ot such societies 
typically has made it difficult for the state 
to control the acquisitive tendencies of the 
elite and maintain the types of economic 
discipline necessary even for efficient 
capitalist functioning.Thasubstantial growth 
of the paral lei (untaxed) economy i n cou n tries 
like India is but one indicator of such 
tendencies. 

The fiscal con.straint is probably the basic 
reason lor the now commonplace 


pre.sumption that the state cannot be ex¬ 
pected to bear the chief burden of 
infrastructuredevelopment and maintenance. 
However, since this does Hy in the face of 
the more obvious economic arguments in 
favour of state involvement, the withdrawal 
of the state in this area is typically backed 
by another, supposedly more 'objective' 
argument. This is that public ownership is 
by definition inferior to private ownership 
in terms of efficiency and tlcxibility, since 
public enterprises lack transparency in 
economic decision-making, arc too subject 
to the whims of bureaucrats and too 
constrained by political pressures such as 
those of generating employment rather than 
improving labour productivity, do not face 
‘hard’ budget constraints which force them 
to ensure cost-efficiency, and so on. It is 
further argued that public enterprises arc not 
only less efficient in production than their 
private counterparts, hut ate also le.ss able 
to icspond quickly and effectively to 
con.sumcr needs because of rigidity in 
management structures, the necessity to 
follow government-determined rules and 
norms without allowing for specific 
circumstances, and inappropriate incentive 
structures which place consumers at the 
bottom of those interests are to be served. 
Tlicse perceived disadvantages (which are 
frequently simply asserted rather than 
justi lied through systematic comparisons and 
evidence) arc then adduced to outweigh the 
factors which support dominantly public 
involvement in infrastructure activities. A.s 
a result, the ‘nc.w’ thinking, which emanates 
nut only from the World Bank but from a 
range of other international analysts, is that 
.state ownershipand control ofinlrastruclure 
activities is no longer cither necessary or 
desirable, and that this role of inlra.struclurc 
development is bc.st left to piivatc initiative 
with incentives and other support provided 
by governments. 

This is precisely the point of departure for 
the hulia Infrastructure Report. Yet, the 


Indian context within which this report is 
al.so one in which the sheer inadequacy and 
perceived failures of the existing 
infrastructure services, both physical and 
social, form an important backdrop. 

CONOniON OF iNFRA.STRUCniRE iNDUSTRif 
AND SF.RVlfbS 

The government ’ s ex penditure on physical 
and social infrastructure has decelerated 
across Uic board and even declined 
substantially in real terms in many sectors 
since the unset of the ‘economic liberali¬ 
sation’ strategy in 1991. The share of capital 
expenditure in total expenditure of the 
government has declined sharply from around 
.10 pet cent at the beginning of the Eighth 
Plan (1992) to only around 24 per cent now 
The adverse results arc evident in the 
performance of important infrastructure 
industries, shown in the accompanying 
table. This shows thai the 1990s so far 
have shown a distinct deterioration in the 
production of cuic industries and in the 
provision of basic infra.structure such ^ 
in energy and transport. ' 

Thus, every single indicator of physical 
infrastructure output shows a deceleration 
since 1990, with the single exception of 
some expansion in telecom facilities in terms 
of the number of telephones available. In 
some of these sectors, particularly in the 
energy .sectors of electricity generation and 
petroleum, the slowdown is marked, and this 
is especially worri.somc given the low levels 
of existing provision of necessary energy 
supplies fur the population as well as the 
massively increased requirements stem¬ 
ming from overall income growth in the 
1990s. 

The shortlalls in investment, produc'ioii 
and maintenancecxpet\diiureMn these .sectev 

arc already making themselves strongly f^W 
in every aspect of economic activity and in 
the lives of ordinary people The Eighth 
Five-Year Plan (1992-97) provided a target 
of 30.538 MW of additional electrTcity 


Table: Pekfokmance ,Sllf.('ie:o Infrasiriktukf Inuiisiries 


Sector 

Unit 

1985-90 

(Average Per Cent 
Change Per Annum) 

1990-96 

(Average Per Cent 
Change Per Annum) 

Electricity generation (utilities only) 

bn kwh. 

9.4 

76 

of which: 

Hydro 

bn kwh 

3.5 

3.1 

Thermal 

bn kwh 

12.3 

9.1 

Peiroleuni production 


3.3 

0.6 

Crude oil • 

mn tonnes 

3.3 

06 

Re,'inery 

'iin tonnes 

8.0 

2.0 

Transport and communication 

Railway goods trafTic 

mn tonnes 

5.6 

3.9 

Cargo handled at major portj 

mn tonnes 

6.9 

64 

Telecom : new phone connections 

000 nos 

16.6 

32 

Coal production 

mn tonnes 

6.4 

5.1 , 

7.2 '1 

Cement production 

mn tonnes 

8.7 


Source: Calculated from Economic Survey, 1996-97, Government of India. 
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generation, which was already less than the 
requirement of48,000MW given thedemand 
anticipated by the Central Electricity Authori¬ 
ty. But only around 18,000 MW has actually 
been added in this period. This was partly 
due to the fact that the central and state 
^f^'crnmcnts together sharply reduced 
Kwlgeiary support to the power sector. Instead 
of mobilising more resources lor this sector 
through more tax efforts, improved financial 
management and administrative elficiency, 
the government put its hopeson privatisation 
and inciea.sed private in ve.stment in this sector 
as the means to cover the shortfall. Eight 
•fast-track’private sector projects, including 
the much-pubitci.scd Dabhol deal of the 
Maharashtra government with the 
multinational Enron, involve government 
guarantees to the private sector of minimum 
16 per cent return on capital in foreign 
exchange terms and a host of other 
concessions and incentives to the loreign 
investors, which are likely to involve a huge 
luture burden on the public exchequer. It 
now appears that none ol these ‘fast-track’ 
wer projects will actually be completed 
in the near luture, so that major power 
shortages will continue even in tho.se stales 
where the public inteicst has already been 
violated 1 hiough these incentives for private 
investment. In the process, the government 
has furthcrsevcrcly undermined the viability 
of the public sector unit HllEL, which 
otherwise has hud an impressive record as 
an internationally competitive producer of 
power generation equipment. Similarly, the 
.StatcEIcctricityBoardsare being undermined 
without any proper consideration ol the nature 
of their dilliciilties and how best they can 
be overcome 


Similar negative policies aie in opeialion 
in the railways, which lemams the critical 
||source of transport ol goods and people in 




he country and is the largest such network 
in the world Al.so, since railways arc widely 
lecogni.sed as being a more cnergy-elticient 
and environmeni-fncndlyinodcof transport 
Ilian road networks ba.sc;l on niotoi vehicles. 
It is imporlani to enlarge and improve the 
lailway system. As the largest single 
employer in the country, employment 
patterns in the railways have important 
linkages and demonstration effects 
elsewhere. Despite this crucial importance, 
budgetary support iothcrailway.s has declined 
sharply from 75 per cent of proposed outlay 
in the Fifth Plah, to42 percent in the Seventh 
Plan, to only 19 percent m the Eighth Plan. 
As a re.sult, the railways have been forced 
to ept back on existing projects of line 
expansion, renewals, gauge conversion and 
electrification of key routes, and the 
procurement of rolling slock has al.so been 
adversely affected. It is also being forced to 
.search for market borrowings to fund 
future investments, even though credit is 


not readily available and servicing costs are 
much higher. 

Although the bulk of Indian external trade 
(as much as 95 per cem) is now carried by 
sea routes, both shipping facilities and the 
existing port infrasiriiciurc arc woefully 
inadequate to meet (he needs of trade Hows. 
There is a huge gup between demand and 
availability of port capacity, which makes 
current capacity .severely overstretched. As 
against a total estimated capacity of 177 mn 
tonnes in 1996, the major ports actually 
handled 215.3 mn toancs in 1995-96, Once 
again, instead ol stepping up public 
investment in this crucial area, the govern- 
incnt is hoping lor pi ivale investment, 
especially from toreign multinationals, lo 
bridge the gap. 

Urban intraslrucuirc quite clearly is in u 
stale of crisis. The visible signs of shortfall 
ipeiude increasingly congested roads, power 
failures, water shortages, absence of safe 
drinking water, severe overcrowding and 
sub-standard liou.Mng and inadequate 
sanitation lacililies These problems receive, 
signilleant media attciuion only in periods 
ol calamity, .such as epidemics related to 
poor sanitation and the like. Yet they liave 
very substantial el lee's not only on basic 
well-being of the cili/enry, which should be 
the locus ol any government’s attention, hut 
even on the variables winch currently obsess 
policymakers, such as morbidity and the 
consequciil negative impact on the elficiency 
of the workfocce 

The problems ol rur.il inirasiiuciure may 
be more severe and dilliculi to overcome. 
The absence of pioper load networks, the 
inadequate attcniion to land works such us 
levelling and maintenance ol traditional 
minor irrigation sources, the very limited 
spread of basic sanitaiioii and drinking water 
access, Ihc insufficient degree ol rural 
clectrilication, have all been compounded 
by problems of depleting groundwater 
resources and environniciitnl pollution. While 
the spread of iirigaied tirca has increased 
from about 54 mn hectares in I9H0-KI to 
71 mn hectares in 1990-91 and an estimated 
89 mn hectares in 1995-96, this is .still well 
below the Eighth Plan target. This is 
associated with the stagnation in real 
government cxpendiiiire on rural inlru- 
slructurc, with central government plan 
expenditure in real terms on Agncultuic and 
Allied Aclivitigs, Ruial Development, and 
Irrigation and Flood Control in 1996-97 
back to the level achieved in 1989-90 

Although around two-thiid.s of the 
country’s agticultuic operates without 
irrigation. Ihc ccniial government docs not 
intend to finance any lur;lie( fnajor irrigation 
project, leaving ibis task to the finance- 
starved stale go’vernmcnis. Nor aic there any 
systematic plans lor a -.ustainablc system of 
minor irrigation which could replace (his 


reliance. And the policy emphasis is 
increasingly on ‘cost-recovery ’ with pca.s,im.s 
being forced to pay a substantial part ol the 
total (fixed and o|reraling) crisis ol irng.uion. 
In the meantime, the .state of ’.social intia- 
siniclure’ iiitlie lormoledik.itionand health 
lucilitics inthe luial aieas, remains abysmal 

1’he general picture regaiding the quality 
and quantity ol infiiistniciure .seiviees 
available for ihe people is .so pool that even 
the government’s olliciul Eionmnu Siincy 
admits it. and .suggests that "the widening 
gap between demand and supply of 
infrastructure also raises questions 
concerning the sustainability of economic 
growth in future". Yet, the policy response 
that emerges fioin the liultu Injutstiucuirr 
Report IS not one of more extensive and 
systematic government aciion and 
expenditure lo provide such intr.isiruciuie, 
but lurlhcr withdrawal of Ihe stale from its 
h.isic lesponsibiliiies. and siibsiitirting 
measures to piomote piivate investment in 
these unlikely areas 

Rl SOORCT Rl yUlRI Ml MS roR 

iNI RASTRl'l'IliRt In'VI SIStI M 

Theie ate at le.isi iw<' w.iys ol esimiaiirig 
aggiegatc inveslineni requm-inenls lor 
mlra.sinicluic. ’I'lic first is based on an 
asse.ssnient ol nnmei inirasiriictme needs 
aggregated acioss different sub-sectors in 
the economy. Tlik. is intuitively a more 
desirable method, since it would be focused 
not |usl on existing pallet ns ol inlrasiructiire 
availability and use. hut socially dcsiiable 
ones, it al.so allows loi Ihc [uiorily ranking 
ofparliculai types ot infiasiiuciiiic services 
and rcclificaiKm ol iinh.ilaiices m ilieir 
provision However, since the cm iciii provi¬ 
sion of nilrasliuctuic in India i.s socvidcnlly 
inadcquaic, lliis would obviously yield an 
immense reqiiiicineni, and the Expert 
Group chooses lo ignoie tins met hi id on this 
ground and al.so because it is ‘subjective’, 
depending upon views ol what .slumhl he 
available 

The Expert (jionp instead opts lor .iiiother 
appro.ich, which is desciibed as ‘macro- 
economic’, that derived I iiini cm rent patterns 
ol infrasiriicture leqiiiieiticnl along with 
projections ol future aggiegatc giowthiates. 
Thus sonic growth rales for liituie peiiods 
arc arhitrurily cho.scn, and these are then 
combined with some e(|ually arbitrary 
a.s.sumptions relating to movements in Ihe 
incremental capital-output ratio (IGOR).This 
procedure piovidcs a profile o( 'required’ 
ratios of mvc.stmeni to GDP The choices 
made by .the Expert Group .iie based on an 
expected 6.2 per cent per annum at pic.scnt, 
to ri.se lo 7 per cent per annum by 2(XX)-()1, 
and siib.scqucntly to 8.5 pei annum by 2(X)5- 
06. Noexplandiionsarcgivcntoi ibischoicc, 
other than it appears ‘dcsirat'lc’ and ‘within 
the realm ot feasibility’ given the sectoral 
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growth implications. The ICOR is estimated 
to decline from nearly 5 at present, to 3.S 
over the next decade. Hus decline in ICOR 
IS assumed despite the evidence that the 
years of ’reform' since 1991 have witnessed 
a sharp ri.se in the ICOR and despite the 
l>ercepiion that infrastructure inveslmcnts 
(which typically have much higher-!Iiaii- 
average ICORs) arc to increase suhsiantially 
their share of totiil domestic investment. 
This somewhat problematic procedure yields 
a rcqtiiicd investment rate which ri.scs tiom 
an e.stimaicd 2.‘5.2 per cent in 1994-9.S to 29.4 
per cent in 2000-01, and finally to ^ 1.5 per 
cent of GDP in 200,S-06. 

The Report suggests that these levels ot 
investment envisaged would be “ 0111101111 , if 
not impossible, to be financed entirely out 
ol domestic savings’’, and posits the 
con.scqueni need to allr.ict subsianl lal capital 
flows into India. This m tuin reqiiiies .some 
‘prudent’ level ol current account deficil to 
absorb such capital fiows. This is projected 
as follows: lorcign exchange resei ves are to 
nse from the value of six months' miporls 
to 7.5 months’ worth; debt service and loieign 
mvesinient-related outflows like profit 
rcpatiiatioti are slated to decline as a 
proportion ol exports Irom .11 per cent lo 
25 per cent: c.xports (despite their current 
deceleration) are pro jected to registei anmi.il 
dollai rates ol growth ot 20 pei cent tapering 
lo I Opcri eni, largely Imancmgihc estimated 
import growth All this leads lo .in e.stnnate 
of the ciiirent account deficit using Irom 
around I 5 i<ei cent ol GDP in 1004-95 lo 
2.5 per ceni in 2()(M)-01 and 1 per cent m 
2(X)5-Ob The toreign savings ml low into the 
economu system is thus pio|ected to go up 
from 1) K per cent of GDP to 2 4 per cent 
and then .) pei ceni, accounting loi an 
increasing proportion ol domestic invest¬ 
ment. .Since ollicial nel external debt is not 
set to increase very iiiuch, the bulk ol such 
toicign capital has to come in the lorm ol 
private Hows, eithei ol commercial bank 
lending or equity. The Kxpert Group places 
paiiicular emphasis on foreign mvestmenl 
m these sectors. The case is made for greater 
reliance on foreign capital in lei ms of a 
'Judicious mix' ot debt-creating and non- 
dcbi creating mveslment inllows. ha.sed m 
turn upon “a continuing improvement m 
India’s credit rating and its borrowing 
agencies internationally" The argiiinent is 
that cxtei nal commcrciiil debt will be clo.scly 
related with foreign equity mveslment m 
particular sub-sectois, and that the 
mnbilisaiioii of both types ot mfiow is 
absolutely crucial to domestic infrastincture 
investment. And this m turn is said to be 
related to how 'hospitable' (i e, attractive) 
the donicsttc rcgulatoi y regimes are for such 
toreign capital. The emphasis therefore is 
largely on fiscal and other policy 
mccnlives which wtiuld encourage such 


foreign capital inflow and domestic private 
investment. 

However, even these enhanced foreign 
savings are still anticipated to increase only 
Irom the current level of 5 per cent of the 
total infrastructure investment, to around 11 
per cent by 2(K)0-0I, and rctnain in that 
region subsequently. Thus the increased 
thru.st on inlrastructurc investment is still 
expected to he based primarily on domestic 
sources. Here the majtir break from the past 
IS that the basic reliance on public in vestment 
111 this area is much curtailed. Thus, the share 
of the public sector in total such investment 
IS slated to fall m real terms from 80 per cent 
to 55 per cent. The focus then becomes the 
question of private sector investment, and 
how toen.sure that il will occui in the projected 
aiiioimt and manner. Tlic leitmotif ot the 
Report IS the argument that to attract such 
capital It IS neces.sary lo provide a range ot 
incentives and concessions which svjll 
(X-TMiade both foreign and domestic capital 
to come .nio an area they have traditionally 
been shy ot entciing. This paves the way fi'r 
a sei of sweeping policy propos.ils all of 
w'hich have little lo do diiectly with the 
infrastructure sector, and .iie mainly 
eonceiiied with wide-ranging lelbrms and 
changes m financial markets 

These proposals are consideicit below. 
But it is also worth noting some other 
piobicms with the way in which the r.xpcrt 
Gioup h.is chosen to estimaic luture 
iiilrastriiiiure icipiircmcnts .Since the 
orienialion is m.icro-economic rather than 
need-based, it tends to coniinne with 
mtiastiuctural imbalancesihai exist because 
ol the skewed pattern of past development 
in India. This means that the emphasis m the 
Report IS on inliasiruclure associated with 
luithei growth m economic spheies which 
aiealread'v ‘developing’oi ‘developed’,.such 
as moie poii facilities and l.irger airpoits, 
belter ro.ads connecting important liadmg 
centres, mote electricity generation for 
industry. The critical areas where 
mtr.istructure availability is truly abysmal 
lor most of the population, such as acce.s.s 
to reliable sanitation and .sale drinking water, 
rui^ loads which fink 'backward' sites lo 
more developed ones, and basic health and 
edue.ition facilities, arc relatively ignoied 
even though aceoulinglo many cili/ens these 
should take priority over, say, providing the 
most modern airpoits >o all metropolitan 
areas or huge ci' es. Similarly, this method 
of estimation akso means that priorities are 
not clearly established in terms ol which 
ml rastructurc stib-sectors requite immediate 
atieniion or gtcaier focus m terms ol public 
! e.sotirccal location. In a resource-constrained 
world this inability to choose between 
compering uses lor investment is nothing 
short of ridiculous, since it suggests that the 
gtivernment it.sclf is not to ojierale on the 


ba.sis of systematic ranked objectives but 
simply declare that all of the.se investments 
arc equally important for it. Since the Report 
emphasises that most of such investment 
will have to be private, and therefore market- 
determined, It is likely that Ihc investments 
that therefore do take place need not bceithci f 
balanced and complementary, or those that ' 
are most desirable from a .social point of 
view. 

Rkoposi.d PoLicir.s 

In terms of siialcgics to cope with the 
future investment requirements, Ihc Report 
begins with the argument thai “there is today, 
considerable doubt about the government's 
ability to supply inlrastructure services 
ellicicntly”. This makes commercialisation 
ol new projects both “a new wave” and "a 
new necessity”, whicli is appaiently 
supported by live “basic pragmalic and non- 
ideology-related faclors”. Tliesc are; (I) the 
massive mvc.simenis ie(|uired, which push 
counincs u> look foi additional sources of 
tmancing givc/i the backdrop of fiscal 
stringency; (2) doiibis on the abiliiy of 
govcrnmenl-owned ciiliites to supply 
inlrastruelure .seivices efficiently and m a 
business-like maimci; (.1) icclinological 
changes w inch h.ive itiailepossible 'horizon- 
lal' competition and the vertical nnbundimg 
of SCI vices, making il ciisicr to cliargc tor 
Ihc marginal use ol infiastriicturc services 
aiullhcrelorcprolitahleloi private providers: 
(4) Ihc impoiiancc ul lower inlrastruelure 
costs m helping coimiries lo compete 
globally; (5) Ihe ‘new dynamisin' of world 
eapiial markels, which allows private 
agents to be even more elfeciive lliiin 
governments m raising commcreial loans 
and other forms ot capital foi mirasiiucture 
mvestmenl. 

Whilethcclaim isihal Ihesearc ■objective' . 
lactors unreialc'l to ideology, m cflccl thcic 
IS a deep-seated ideological sianee whicIi 
colours them. Thus, each (moot these suppos¬ 
edly ‘pragmatic, objective’ tactors is open 
lo question. The mo.st obvious relates to Ihc 
inevitability of 'fiscal .strmgeney', which 
as.sumcs first that governments cannot laise 
re.s'Hirccs loi largccxpcnditures. second that 
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governments cannot go in for investment 
throughdeficils Financed by debtevun tliough 
the private sector can. and third that even 
accepting the need for such stringency the 
axe must full on infrastructure projects rather 
titan other forms of government spending. 

1®^act, all of the.se a.ssumptions run counter 
to theactuiti historical cxpcrieiiccof countries 
with succcs.sful growth records and evidence 
of systemaiie infrastructure development. 
They arc even contrary to the pattern which 
now exists in fast-growing economies such 
as those of China and .south-east Asia, where 
direct investments in infrastructure by the 
state are dominant and substantial. In any 
case, it is important to remember that any 
argument for Fiscal stringency when it comes 
to certain sectors onlv, is really .< statement 
about priorities in expenditure, and an im¬ 
plicit statement that the concerned sectors 
are ultimately not seen as inipoit.int enough. 
Al.so, both the pattern ol aggregate public 
expenditure and the method of revemie- 
rai.sing have tobe as se.s.scdiiuhis light. Since 
Revenue lorgonc is liscally cqiiivalcni to 
'expenditures made, it is worth remembering 
that the government’s ob.scssion with li.scal 
crunch iii the IWOs has come in a [leiiod 
when the personal income tax to GDP ratio 
IS significantly lower than even two decades 
earlier. To take the most iceem example, 
suiely a govemmeni which tin the pioposed 
1997-98 central government budget (ilaccd 
by Chidambaram) was willing to forgo taxes 
to the tune of an estimated Rs 12.0(K) crorc 
cannot believe very In miy m a binding fiscal 
constraint 

The argument that iiublic secior economic 
activity is inherently more inellicient. which 
IS what underlies the second point, is one 
tlwt IS well-worn but now quite discredited 
internationally despite the enthusiasm ol our 
Aiwn new-found pi ivatisers. Quite apait lioin 
all the diflnulties with the concepts of 
efficiency that arc generally employed in 
such discussions, it is now increasingly 
accepted that the question of ‘clficieiit’ 
management and operations is one which is 
completely different fiomthat of ownership. 
In the current Indian context, where private 
owners can (and have) cientcd economic 
units which are just as unwieldy and 
inel'Ficient as some of the moie glaring 
examples of public incompetence, and where 
some public sector units arc among the best- 
managed in .the country, this particular 
argument simply docs not hold water. ,So 
changing the ownership structure does 
nothing to solve the basic problems. The 
crucial issue which this Report should have 
addre.s.scd, hut dues not. is how to improve 
the overall eftlciency of operations of the 
existing infrastructure provision units 
•^irrespective of ownership. 

The chief novelty of the argument for 
privatisation of infrastructure is that 


technological changes now allow for 
.substantial unbundling of infrastructure 
services. This is important because it counters 
the position that many such services are 
natural monopolies or contain public good 
elements, and so cannot be left unrestricted 
to private agents. This effect of recent 
technological changes is indeed Irucofccrtain 
sub-sectors, such as in the realm of 
communication, hut ii is by no means true 
of all infrastructure Also, even in telecom 
and related sectors, the elcmcntsof mono|)oly 
remain very strong, and the continuing need 
for government controls and prudential 
regulation is accepted even by the Expert 
Group. Indeed, the Report admits that “most 
inirastructurc services retain very strong 
monopolistic clcmcnis”. Thus it is by no 
means the case that the possibility ol 
unhundlmgof infrastructure services implies 
that the bulk ol such services can now be 
safely privatised without some iidvcr.se social 
consequences. 

The point about the importance of 
inlrasiruclurc is fairly obvious, and not open 
to debate. But heic the focus on the 
signiticance of infrasiiiicture primarily for 
helping the country to compete globally and 
to ensuie external competitiveness, 
unwittingly betrays the bias of the Expert 
Group. It has alreiidy been mentioned that 
even within inirastructurc sectors, it is 
necessary to cstiibhsli jiriorities in terms of 
alternative uses of resources, and that social 
priorities riced not he iho.se of the market, 
whether domestic or external. In fact, the 
need to develop infiastructure lor export 
purposes was a primary locus of the colonial 
govemmeni ol Indiain the 19th century, and 
to that end. ports, tailways and tramsporl 
networks were dcvelo|icd between particular 
points ol lociil agricultural production and 
the ex|H>rt markets, and even irrigation 
laciltties were developed i n those areas wheie 
they could best serve the nccdsof agricultural 
export. But this did little to improve 
infrastructural conditions in most of the 
couniry, or even to improve the overall 
levels of productivity in the economy. If 
that same imbalanced and mistaken 
process is not to be repeated, the explicit 
focus should not be on infrastructure that 
IS primarily oriented to improving external 
competitiveness, but rather on those 
investments (hat are critical for raising 
aggregate productivity of labour in the 
country across all sectors. 

Similarly, major doubts may well exi.s( 
over (he us.ser(inn (hat “in many cases, it is 
now (he private secior which has the capa¬ 
bility of sourcing large I unds international ly”, 
rather than developing couniry governmenis. 
It is true that in international capital markets, 
private sector resource mobilisation for pur¬ 
poses of infrastructure investment has 
recently come to exceed public resource 


raising in this area. Yet it is also true that 
even now. most developing country private 
borrowers arc simply not considered at all 
by transnational cicditors unless they come 
with government guarantees. The Report 
also recognises that such guarantees arc 
essential lor private involvement in interna¬ 
tional capital markets, which docs make 
nonsense of iheii procl.iimed intrinsic 
’.supenorily’ in this regard The cs.scniial 
comparison here would be between 
developing couniry governments and large 
multinational linns which opciaic in 
certain infrastructure activities Yet if the 
projects arc commercially viable enough tor 
such multinationals to he interested in them 
at atl. It IS hard to argue th.it governments 
similarly would not be able to rni.se loans 
fur them. 

None of ihc.se possible objections to the 
Expert Group's arguments are consideicd in 
(he Report Instead, on the basis of these 
assumptions, the Repoit puls loiward a 
number of policy proposals which relate 
primarily not to direct public involvement 
in intrasiruciure activity, but to fmaiicial 
market retorms which are dcsigiicil to 
inciea.se private prolitability. These arc to 
be complemented by fiscal and other 
measures which will reduce private risk and 
guarantee cert.ain minimum retiiins. 

Given this coniinuing impuriance of the 
government in invcsimcnl, delivery of 
SCI vices and regulation oespitc greater 
po.ssihiliiiesof commercialisation.the Report 
suggests the inirtxJuclion ol a new framework 
lor ‘public-private partnerships' It tin ns out 
that this is nothing more than a situation in 
which the public sector continues its 
investments in some sectors where the pri¬ 
vate secior is not likely ever to be iniercsted, 
and gets out of any secior where the private 
secior is in a posiiion to make a piolit. And 
even in these lattci aretis, the government 
would have to provide linancial and 
institutional support so that private piofiis 
are ‘adequate’. The earlier public lir.ance 
.solution, that more proliiable investments 
would help Finance lc.ss prolitahlc but socially 
necessary investments within the publi: 
sector, is clearly no longer acceptable. 
Instead, the Report implies that direct state 
invc.stmcnt should be concentrated only 
in i otentially loss-making activities, and 
state economic involvement otherwise 
should be locuscd on increasing the 
profitability ol all activities the private 
sector IS engaged in 

This has a numbci of implications for 
government involvement and expenditure. 
First, inirastructurc inve.stincnts have to be 
•proFitahly priced’ to niake them sufficiently 
attractive for piivatc investors. Since the 
market may not guarantee adequate demand 
at such higher prices, the government and 
its agencies must step in to ensure that those 
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prices would be paid to providers, and if 
consumers pay less then the subsidies have 
to be borne by the public exchequer. Second, 
since the government needs foreign capital 
inflows for this purpose, it must make the 
policy environment for such foreign 
investment mure favourable through a range 
of tax concessions, easier trade and labour 
restrictions, and the like. Third, the 
domestic capital market should be further 
liberalised to facilitate the generation of 
resources for infrastructure. In this regard 
the government also has to provide 
institutional support and guarantees to 
attract the kind of long>lerm funding that 
infrastructure requires. Fourth, the 
government should facilitate the mobilisation 
of resources for infrastructure investment by 
financial institutions, through such means as 
.sovereign borrowing, liberalisation of the 
institutional finance market to allow private 
entry, launching of new .schemes such as 
debt-securitisation and guarantees as part 
of a 'public-private partnership' in which 
the public sector effectively shoulders all 
of the risks with none of the benefits. The 
range of financial liberalisation measures 
pioposcd is sweeping indeed, goes well 
beyond the presumed brief of the Expert 
Group or even the conclusions of the 
Narasimham Committee Report which was 
explicit^ devoted to the financial sector, 
and merits a separate critique in its own 
right. 

In general, the basic strategy proposed in 
the Report is therefore for the government 
to retreat ns investor, to provide space fur 
private participation, even while continuing 
(0 facilitate and provide numerous financial 
crutches for the private sector. 

But even all of these very expensive 
measures do not guarantee that the private 
sector would respond positively to invest in 
areas which arc both risky and not-so- 
profitable. In fact the experience thus far 
with liberalisation of these seaors and capital 
markets does not give much support to the 
Expert Group's optimi.sm in this regard. Its 
recommendations are based on two articles 
of faith. First, that financial liberalisation 
can be a substitute for the market failures 
inherent in private infrastructure investment 
because capital markets are less prone to 
such market failures. This is simply wrong, 
as is now widely accepted both theoretically 
and empirically. In tact, financial markets 
are even more imperfect and more prone to 
various types of ‘market failure’. Second, 
that the government can serve the public 
cause better if it does not invest directly but 
simply facilitates private sector investment 
in this area by shoring up profits and providing 
guarantees against losses. This is simply a 
scenario in which the private sector picks 
up all the profits and the public sector is left 
braring all the risks and losses, which is not 


only inefficient and unequal, but does not 
even ensure that the financing problem is 
really solved. If resources fur direct public- 
in vestment arc suppo.sedly inadequate, what 
ensures that the resources for continued public 
subsidisation of private inve.stment will be 
easily found'.' 

All this therefore amounts to a policy 
prescription favouring those who want to 
make quick money from what is e.ssentiully 
long-term investment, at the cost of savers. 


NO matter what the media may have to say 
on the matter, and indeed they have a lot, 
the events from the midnight of April 11-12 
have demonstrated that whether in or out of 
power the Congress rules this country. It 
wants to rule it. Its will to power cannot be 
matched by the JD and the various parties 
in the United Front. Sitaram Kesri chu.se 
an appropriate moment to make the point. 
The nearly divine budget has not been 
passed. What Kesri did was to force the 
issue of the legitimacy of the JD-led 
government. He knew that nobody would 
actually let parliament be dissolved in the 
event of the no-confidence motion against 
the De ve Gowda government being carried 
in the Lok Sabha. That is precisely what 
happened. A general appeal from one 
political formation to the other was that 
it is Important not to let the Lok Sabha 
be dissolved. The wonderful budget had 
to be passed. So accept the Congress terms. 
They have been. Inder Kumar Gujral is 
the new leaderof the JD. By the time these 
lines appear in print he would have been 
sworn in as yet another non-Congress 
prime minister f India. Vajpayee assures 
us that he would last longer than his 
predecessor. He might. 

In the meanwhile the Congress has made 
its political point. You cannot run a 
government with Congress support and treat 
the Congress as dirt. The question is not one 
of the correctness of non-Congressism. It is 
rather one of the feasibility of non- 
Congressism. Followers of Lohia and Lenin 


the public sector and the public at large. In 
thcevent, it is likely that foreign nnddomestic 
operators in production and finance would 
be given an opportunity forcnhanccd profits 
through all these concessions which 
effectively bleed the public exchequer, even 
while the economy is left without theo' 
infrastructure support it desperately needs 
and the mass of citizens continue to be 
deprived of the minimum material conditions 
for decent living. 


in the UF had taken their position. They had 
to be shown their place. They have been. The 
Congress cannot be ignored Kesri has made 
the Left eat humble pie in.stead of walking 
out of the I'F. 

The Left has contributed to the process of 
the destruction of its own credibility. If 
consultations with and co-operation of the 
Congress were necessary (and they always 
were) why did the Left decide to play this 
game'.' At one stale a section of the Left 
even wanted to head the government. If 
that had happened Kesri would have 
asked for a good leftist head rather than 
the head of the ‘humble peasant’, as he 
did on April II. Fortunately, that 
catastrophe was avoided because of the 
other section of the Left. One would have 
thought that the Left would have seen that 
the game was up. An autonomous game 
against the BJP is not possible. The 
Congress has to be accommodated. The 
Left seems to think that the election which 
put the UF government in power was the last 
election. That the credibility of the Left is 
not the issue any longer. You spend all your 
life arguing that the Congress and its rule 
were the principal reason for the decline of 
secularism. Suddenly, however, you discover 
that the Left leadership is quite happy and 
contented at being called ‘Chanakya’ 
trying to find a leader most acceptable to 
the Congress. In (he olden days Chanakya 
destroyed the Nanda dynasty. Contemporary 
Chanakya was busy saving the Congress 
dynasty. 


OF LIFE, LETTERS AND POLITICS 


In Defence of Sitaram Kesri 

GPD 


Sitaram Kesri has made his point. There are only two political parties 
in the country which have well thought-out political strategies and the 
will to power - the Congress and the BJP. It is to he hoped that the 
Chanakyas of the Left have finally .teen the denouement to which they 
are taking themselves and their movements. One is almost thankful to 
Kesri that he has achieved something useful. 
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It ail began with a brave posiute. Congress 
cannot ask for change of the UP leiulership. 
Congress cannot and should not have 
withdrawn support. Indrajit Gupta of the 
CPi said os much in die Lok Sabha. The 
iCongress leaders who spoke in the house one 
l^^cr the other were silent on the rca.sons for 
the withdrawal ot support. Tlie why of the 
withdrawal of support remained unanswered. 
Indrajit Gupta did not get his explanation. 
Deve Gowda quoting from American 
newspapers also did not elicit that basic 
explanation for the Congrc.ss’s act. Nobody 
answered that question. 

It is not as though there was no answer 
to that question. There was. If *0010100031 
forces’ have to be fought, the Conga^ss cannot 
be kept out of the battle. For tlic past 10 
months no party had any other programme 
anyway. The left was merrily conducting, 
Its affairs as if it had achieved the twin 
goals of keeping the Congress out and 
fini.shing off the BJP. The election had been 
won. The government had been formed. 
j^Now It was a question of living happily ever 
after. 

Kesri had to remind the smug, complacent 
Left that things arc not that simple. Living 
happily depends upon the Congress. Asking 
lor Deve Gowda's head was to make that 
basic point. UP politics had slept over the 
tact of numbci s. Congress decided to remind 
the UPof.somcsiniplecquutiuns.lt therefore 
decided to give a gentle push to begin with. 
Over the last four months or more, the 
Congress had passed three different 
re.soiutions which should have made the UP 
sit up and think. It did not. 

Asking tor Deve Gowda’s head was 
making asimplepolitical statement. Hereafter 
the Congress will decide how the battles 
l|against this or that will go and who will 
"^conduct them The other parties have no 
choice but to go along bccau.se the BJP 
cannot be permitted to come to power. The 
latter condition applies as much to the 
Congress as to the Janata Dal and the 
Samajwadi Party. But the latter two and their 
other allied parties do not havcihe confidence. 
They, like everyone else in that Front, cannot 
afford to lose power. So a compromi.se was 
inevitable. It was reached. Deve Gowda is 
out and Gujral is in. But, more importantly, 
thcCongiess has demonstrated that no matter 
what the Surjeets and the Naidus may think. 
Congress is the party of the Chnnakyas. It 
can and will always dictate tenns. Kesri 
wanted to make that simple and ruthless 
point. He has. 

It is not the JD or the TDP which stand 
to lose becau.se of this blow. Most of the JD 
is made up of Congressmen anyway. They 
will promptly go back to where they came 
>Vrom. It is the Left which is the net loser in 
this game. It would have saved some of its 
prestige if it had walked out of the UP 


promising it support from outside. It had no 
reason to take Kesri's diktat without even 
a murmur of protest. It made things worse 
for itself by accepting this situation and 
pretending that the withdrawal of the 
Congress president’s letter to the president 
of the republic was in fact the bone of 
contention. It is dillicult to think of a worse 
example of court politics. 

The Congress could not have formed the 
government. The numbers were against it. 
It is not realistic to assume that Kesri would 
not have known this. If the UP had 
disintegrated (obviously to belter fight the 
BJP!) and a .section of it had Joined the 


WE are by now familiar with the reports 
of Amnesty Inlernational and Human Rights 
Watch on the human rights situation in India. 
Not to be dubbed with cither is the political 
document, the Annual Report of the US 
Slate Department. But there is a distinct 
Scandinavian pcrspcciive on the subject. 

A decade ago in this column, there was 
an analysis of the report Human Rights in 
Developing Counines 1986: A Yearbook on 
Coimiries Receiving Norwegian Aid (‘ Human 
Rights in India, as Others Sec It’, EPW, Vol 
XXI, No 36, September 6, 1986, p 1622). 
There has now appeared an excellent volume 
entitled Human Rights in Developing 
Comitries: Yearbook 1996 edited by Peter 
Bachr, Lalainc Sadnna and Jacqueline Smith 
in co-operation with Annclics Bo.sch (Klu wer 
Law Internalion. The Hague and Nordic 
Human Rights Publi<*aiions, Oslo). 

The Yearbook on Human Rights in 
Developing Countries is a joint project of 
the Chr Michelscn Institute, Bergen, the 
Norwegian Instituico! Human Rights, Oslo, 
the Danish Centre for Human Rights, 
Copenhagen, the Raoul Wallenberg In.stitulc 
of Human Rights and Humanitarian Law, 
l^und, the Ludwig Boltzmann liustitute of 
Human Rights, Vienna, and the Netherlands 
Institute of Human Rights (SIM), Utrecht. 
Asin 1994and I995.in 1996lhe Netherlands 
Institute of Human Rights is responsible for 


Congress, a Congress government at ilic 
centre might have been a distinct possibility. 
But that always was wi.shful thinking In the 
meanwhile. Kesn has made his point. There 
arc only two political parties which have 
well thought-out political strategies and the 
will to power. The Congress and the BJP. 
And if you do not want the BJP, come and 
join us or at any rale obey us. ITie famed 
Chnnakyas of the l.eft would have t'lnally 
seen thcdcnoucmcnt to which they are taking 
themselves and their movements. At any rate 
one hopes that they have. One is almost 
thankful to Kesri that he has done something 
useful. 


the secretariat of the project. This latest 
edition is tlie ninth in a .scries of the Yearbook 
project which was started in 198.^ by the 
Nuiwcgian Human Rights Project and the 
Chr Michelscn insliiulc. The Yearbook is 
aimed at a broad audience, including 
government agencies, donor agencies, 
embassies, the press, non-governmental 
organisations and the academic community. 

'fhe two thematic studies contained in this 
volume deal with the light to development, 
seen us the emhixliment of a human right 
that isconsidered of fundamental importance 
by most developing countries. This is the 
Scandinavian angle - the right to develop¬ 
ment is regarded as a human right and very 
rightly so. 

On December 4, 1986 the UN General 
A.ssi.iiibly adopted aDeclarationtmiheRighl 
to Development. The Yearbook is in two 
parts. Part one contains two thematic studies 
on human righix and development. One is 
concerned with Norwegian development 
assistance and the right to development. The 
other is an analysis of European Community 
development and human rights policies. 

The second part ol the book contains 
country reports on human rights in Bhutan, 
Egypt, El Salvador, Ethiopia, India, Mexico 
and Uganda. They follow a common structure 
to enable I'omparison. The volume contains 
a concise format of the guidelines u.scd by 


CIVIL LIBERTIES _ 

Human Rights: Scandinavian 
Perspective 

A G Noorani 

The Yearbook on Human Rights in Developing Coiiniries, a joint 
project of a number of Scandinavian institutions, is comprehetusive 
and meticidonsly sourced. Is it too much to ask for similar annual 
reports from Indian civil liberties organisations? 
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the author of the reports. The author of the 
report on India is Bendigt Olsen. The 
guidelines are very comprehensive and do 
not omit a .single relevant factor. It covers 
the details under the following heads: 
Government Position on Human Rights, 
System ol Governance and the Right to 
Participation, Civil Rights including prison 
conditions and administration of justice, 
.social and economic rights, equality and 
non-di.stTiminatiun, and rights of peoples, 
including the right to self-deicnninaiion and 
minonlies. Unlike ottlcial Indian reports, 
the emphasis is on the actual realities as 
distinct from the bare letter of the 
Constitution. 

Bendigt Ol.scn's repoi t on India eonlorms 
to high standards ot scholarship. It is 
comprehensive and meticulously sourced. 
There is a good bibliography at the end. Is 
it too much to ask lorsimilar Annual Reports 
from our civil liberties organi.sations? 

Olsen's conclusion is balanced and 
dc.scrvcs to be set out in cMensn: 

Despite black clouds, one e.in .see ‘the silver 
lining' .Such goes a common Indian 
expression, which can he applied to the 
human rights situation in India. While sevci e 
human i ights violalionsconiinue, perpetrated 
by the slate and its enlorcemenl agents, as 
well as through local oppression, 
eouniervuiling forces have come to the loic 
The National Human Rights (aimmission 
has been established as a new watchdog and 
piomoiei oriuimaniights Togeihei with the 
old foia, the high coin Is, the .Supreme Court 
and the media, focus on human rights 
protection will heighten. This Kceitainly a 
result of the awareness among ihc other 
baekwaid classes and scheduled castes and 
scheduled tribes tbcmsclvcs. Their increasing 
political assertion and claim lor a human 
and dignified life will be puisucd. There is 
also a lealisaiion among the established 
political parlies that they have to seek 
alliances with the dalil castes, and no longer 
treat them as underdogs. The economic 
libcrali.sation will inevitably break the nexus 
of local vested interests ot the upper castes 
and the exploitation of the pool. This 
would lacililale groups and forces to speak 
for the promotion of human lights The 
prediction for the future is that Ihc 
hegemony of the Congress(l) may end, 
and that from then on the 'third force', 
consisting of scheduled caste parties will 
play a more important role in politics, as 
has already been demonstrated in Uttar 
Pradesh. The entrance ol women in 
panehayali raj. the local government at 
the village, munieipul and distiict levels. 
IS only the beginning of a new eia to 
come. 

There are .some sad omissions. The human 
rights situation in the north-east surely 
deserved notice and that in Kashmir a lot 
more than half a para. I'hc repressive laws 


in these regions could and should have been 
mentioned. In view of the keen interest in 
the travails of the people in the Nannada 
Valley the author's elaborate reference to 
them is relevant: 

In Pebruary 1 994 , (he violation ol the human 
rights of Ihc tribal |>coplc of Narmada Valley 
was taken up by the United Nations Sub- 
Commis.MonoitlVcvcniionol Disci tmmalion 
and Protection of Minorities The ILO 
Commillee of Bx|K‘ris. discussed again m 
1995, tindei ILO Convention 107 
(Indigenous and Tribal I'opulaiions) the 
question related to the Saidar .S.irovar Dam 
and Power Proicet in the Naim.ul.i V.illey. 
Intoi mation was based on the govci nmeni's 
repoi I lor Ihc period ending June .10. 
1992. and additional inlormaiion iccci ved 
by the Conference Committee m 199.1. 
The ILO Committee of Ex pens, howcvci, 
has pointed out that the pioporiion ot the 
population wjiich had in fact been resettled 
and the conditions tmdci which they have 
bce.i rc.sctticd were not cleai, as well as 
the number of those who icma'iied 
unsettled. Bxpie.ssmg the hope that future 
leseiilemeni and rehabilitation will 
confoiiii with requiremcnis under the 
Convention, the ILO Comiiiiltee of 
Experts has also expressed liusi that the 
allocution of leseltlement land will be 
based on that which was pieviously 
occupied by the displaced trihals. 

Bendigt Olsen’s reportage on the plight 
of "Bangladeshi migrants in Bombay" at the 


hands of the Shiv Sena-BJP government is 
admirable: 

The dll ficulty in disli nguishing between West 
Bengalisand Bangladeshis has also resulted 
III violalions of the rights of Indian citizens. 
The Bombay police has informed that 5.648 
Bangladeshis were deported between 198'.^ 
and mid-M.'iy 1995. out of whom 214 in 
1995. There arc few official reports about 
ilie violations incurred, but local Bengalis 
and Bangladeshis insist that people have 
been beaten up in custody, taken forcibly 
to Calcutta en route to Bangladesh, raped 
and tortured .Some people have managed to 
leiuin 10 Bombay but being ofticially 
dispatched to Bangladesh, they have not 
wanted to make Ihemselvcsheaid in Bombay. 
Despite thousands ol people of other 
naiionulitics comprising the lefiigee 
population, such as .Sri Lankans. Nepalese. 
Myanmarese and Pakislanis, in paiticular 
the Bangladeshis have remained the hunted 
aliens. Lack of an organised community 
network and the absence ol a cohesive 
political gioupmg have pcrpeiualcd their 
siiffermg.s 

How are Ihc civil rights activists m Indiif 
to procuic copies ol this Yctirhook'! It is very 
nccessaiy foi Indian civil libertarians to 
cstabl'sh exchange programmes with 
activists elsewheic who are interested in 
our situation 'flic organisations which 
sponsored the Ycttihnuk have indeed 
rendered high service to the latisc ol 
respect for hum in rights 


INSTITUTE OF DEVELOPMENT STUDIES 

8-B, Jhalana Institutional Area, 

Jaipur 302 004 

We invite applications/nominations for the post of Chair Professor 
for ‘the Bank of India Chair on Rural Credit’. He/she should be 
a well known scholar of high calibre in the area of Rural Credit with 
evidence of enough published work. Practising rural credit managers 
with enough experience of planning and managing rural credit 
institutions and evidence of analytical skills and capable of providing 
intellectual leadership in the field of rural credit would also be 
considered. He/she would be expected to engage in studies and 
dialogue of importance on rural development and credit. The : 
appointment would be on tenurial basis for a period of up to three | 
years. The salary is negotiable and could be up to the maximum of 
Senior Fellow/Professor's scale. 

Applications/nominations along with detailed CV, contributions, 
evidence of experience and of published work, candidate's own 
assessment about the suitability for this post and brief work plan for 
three years must reach us within two weeks of the publication of this 
advertisement 

S.S. Acharya 
Director 
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COMMENTARY 


Social Mobilisation and 
^Distributive Justice 
Jehanabad and Dhanbad 

Krishna Chaitanya 

Why has the stru^^le of coal miners in Dhanhad been so different, in 
nature and outcome, from the mohilisation of rural labour in 
Jehanabad although they both share similar political perspectives on 
the fight for distributive justice? 


BIHAR from the laie 1960s onwards has 
witnessed radical mobilisation of the poor 
and disadvantaged sections ol' society like 
never belore, by forces guided by the principle 
of distributive justice. First ambers of this 
struggle appeared in Musahari block of 
Miuaffarpur district in north Bihui and then 
started raging in Sahar block nl Bhojpur and 
soon spread to entire central Bihar 
overcoming the brutal repression of (he stale 
machinery and the private aimies of the 
landlords.itspreadtothe coal minesol south 
Bihar where revolutionary struggle has made 
a significant headway overcoming the twin 
repression of the coal mafia and slate power. 
And though the forces which catalysed this 
radical mobili.sation have split and lesplit 
over ideological and programmatic positions, 
all the splinter groups have their aieas of 
influence and the stiuggle fur a bettei order 
goes on. 

I lere we record some observations on two 
case studies of social mobilisation for 
distributive justice. One relates to the 
mobilisation of rural labour in Jehanabad 
and the other to the mobilisation of piece- 
rated coalminers in Dhanbad. Both the areas 
have a history of social and political 
mobilisation by pr ictitioners oi various 
ideological streams. These ob.servations. 
however, arc confined to the radical 
mobilisation of agricultural labourers and 
poor peasants in Jehanabad and ol piccc- 
rated coal-miners in Dhanbad in the 1980s 
and 1990s. 

These struggles ha vc given a new meaning, 
a new dimension to the struggle for ushering 
in a better brdei because they have been 
radically different from the 'mainstream' 
political forces nut only in practice, not only 
in dedication to and sacrifices for the cau.se, 
but more importantly in their theoretical 
understanding which stood in sharp contrast 
to the 'mainstream' theoretical di.scoursc in 
I ndia. The latter has been treating distribut i vc 
justice merely as reduction in economic 
disparities in the society and relying on state 


intervention to achieve the same. That, this 
has been a blinkered view is borne out by 
the accentuation ol di.stributivc injustice all 
around usdespite so nuichtalkof distributive 
justice. The question of di.strihiiiive justice 
also has to lx; seen in the |x;rspective of 
global econuniic order. Today extreme 
inc(|uali(ies in income and wealth is nut 
unique to India but m fact is true of the 
.societies adhering to capitalist path of 
development.'Inequalities arc growing 
worldwide not only among nations but al.so 
within nations, not only in colonics and 
ncocolonics but also in imperialist block. 

The Marxian maxim of distributivejusticc 
which the forces vanguarding the 
revolutionary struggle fordistribull vcju.stice 
in various parts ol Bihar practice can be best 
summed up m Maix's own famous woids 
"From each accoidiiig to his ability, to each 
according to his needs". But this can be 
achieved, as Maix liim.selt had said setting 
the prerequisites, "after the enslaving 
sulxirdinationol thcindividualtothcdivi.sion 
ot labour, and therewith al.so the antithesis 
between mental and physical labour has 
vanished after lahoui has become not only 
a means of life but lile's piimc want, alter 
the productive forces have also increased 
with the all-round development of the 
individual and all the springsofco-opci alive 
wealths How mine .ibiindantly" (Marx K and 
F Fngcis, Selected \V<>fk\. Volume .^. 198.1). 
Thcrelore moving towards a society based 
on distributive justice requires much more 
than statcinierveniion inthe foimol jxihcies 
and pri igrammes l o reduce po vert y. 1 11 cqu 11 es 
a thorough restmcuiring ot pi operty relations; 
a thorough transformation ol the luiinaii 
beings; and raising them to a higher plane 
where they would have mastered ilicir 
selfishness and giecd; when they start 
thinking in terms ol 'social good’ and not 
'individual good' And this requires a 
prolonged organic pioccss. a process ol real 
growing towards a six-'icty based on the 
abovementioned Marxian maxim. In this era 


of globah.sation of capital. It requires nothing 
shoit ol a global networking of the working 
class against the ever increasing sway ol 
capital. 

This is not possible by state decrees. 'Ilie 
expcnencc ot societies where this was sought 
to be achieved by staieileciees. as for instance 
in (he ll.S.SR, is ample testimony to this. 
Raising (he masses to the height ot 
consciousness wliere they arc able to pereei ve 
and understand thecontiadiciionsin material 
conditions of lite, where they aic able to 
identi Iy the allies aiul enemies in the struggle 
for distributive justice and where they arc 
able to think in terms of 'social well-being’ 
and not 'individual well-being' is sine quo 
non for establishing a .society ba.scd on 
distributive )ustice. And consciousness rises 
as (he people struggle against the existing 
exploilati ve ordci Bccau.se, to quote Lenin, 
"only struggle educates the exploited cla.ss’’ 
and "the real education oi the masses can 
never be .separated trom their independent 
political and cspeciallv revolutionary 
struggle.” (Lenin V I. 'Lecture on the 1905 
Revolution’, Collected Worh. Volume 2.1, 
Progress Publishers, 1981.) 

JlIIANAUAO SiKIUiCiI.I. 

The study village in Jehanabad had 
witnessed a gruesome massacie of men and 
children trom agricultural labourer 
households in l‘)88. Fortes wedded to 
revolutionary Marxist ideology were 
successliil III mobilising agiiciiltural 
lahoureis and pooi peasants over (he issue 
ol I aising the fai m wages paid to agricultural 
lahoureis and crop Ihclt t>y yadav decoit 
gangs. Not.ible .succe.s.ses were achieved on 
both the.se fronts Wage tales went up and 
croji ihett ended. In both these villages farm 
wotkers .lie now getting the government 
lixednimitmimw.iges Beluicihemoveineni 
(hey were being paid as littk as Rs 5 for a 
day's haid labour plus meals 

Theie has been some gain so lar as social 
iiisticc IS tonecined but beyond this '.’.le 
niovemeni is st.ignant 'I'he local organi.scis 
aic now III a quandary about is.sues related 
to turihei coiiisc ot the struggle. The issue 
o''mininiuni wages can no longer be pursued 
fuilhei because the lainicis do not have the 
capacity to pay further higher wages as there 
has been no inirasirucliiral advance and farm 
piodticiiviiy has not ineieascd. Lund stmgglcs 
aie iirelevani heie as there is no landlord 
with si/.cahle landholding Having 
succcsstully mohili.sed the low caste faim 
labourers, theoiganisersarcnow constantly 
haunted by the spectre of a possible erosion 
III their suppoii base. Having acquired a 
certain level ol social justice, a .section of 
yadavs is in a mood to switch over to the 
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Janata Dal whose ascendance to power in 
1990 and n triumphant return again in 1995 
has led to a new dignity to the niiddie castes 
who had remained deprived for ages. Thus 
there is a threatened erosion in the support 
base of forces struggling for distributive 
justice. A section of upper cusics in their 
antipathy towards the ruling Janata Dal. have 
started .supporting CPI(ML-Libcralion). 

For the common villagers, the inovcincnt 
has been a provider of better wages and a 
sense of dignity in their life condition. The 
fact that the movement enabled them lt> cast 
their votes for the first time in their life Iras 
given them a sense of political as well as 
.social dignity. However, they as well as their 
local leaders are not clear about what is to 
be done now except getting involved in 
electoral stnigglcs. Tliis plicnomcnon is not 
|)eculiar to this particular village, alone. In 
fact the entire niohilisation effort in central 
Bihar including Jehunubad. where the 
mobilisation has been most intense, is lacing 
this prcdieamcnt. After the landlords and 
rich farmers are made to pay liiglrcr wages 
or part with the 'gairma/arua' or surplus 
land, the movement everywhere gels caught 
in a fix as the ‘enemy’ is perceived to have 
been vanquished even as higher wages hardly 
bring any qiiulilativc change into the lives 
of agriciillural labourers and poor peas.ints. 
This poses aquestion mark on t lie corrceliicss 
of targeting land-ba.scd feudalism as the 
principal coniradiction and sparing (he 
bureaucratic feudalism. While wage rales 
have generally gone up in the area of the 
movement, as late as in 1990 wlicn ilie 
CPI(ML>Liberatjon) had sucecsstiilly 
mobilised 1.63 lakh people (o its fold in 
Jehanabad, the movement could ensure 
implementation of minimum wages. Lack of 
paying capacity on the pari of landowners 
make the organisers settle for wages lower 
than the government fixed minimum wages. 
The organisers arc trying to grapple with 
their predicament and have started making 
development, corruption in implementation 
of developmental and welfare programmes 
issues of struggle but in a vbry limited way 
and their entire concentration appears to he 
on electoral struggles. 

Landlords in Bihar have been using their 
bureaucratic-political position and their 
control of the state machinery for taking a 
cut in the distribution of stale-controlled 
inputs meant for the peasants, looting stale 
exchequer through government contracts, 
and pocketing government allocations for 
various developmental and welfare 
programmes. This phenomenon 
characteri.sed as bureaucratic feudalism (see 
Arvmd Sinha, ‘Social Mobilisation against 
Bureaucratic Feudalisin’, Economic and 
Political Weekly, December 21, 1996) has 
been very strong and in fact stronger than 
the tendency to capitalist landlordism 


particularly among upper castes, in fact the 
possibility of earning incomes through 
controlling ihcdistribution of inputs inhibits 
their u.sc in production by landlords and thus 
retards the transformation of landlord 
economy. Similarly the loot of the state 
exchequer cornering government contracis 
and laigc-scalc corruption in welfare and 
deveiopmcnial programmes, on the one liaiid 
places enormous money in (he hands of 
bureaucrats, politicians and rural elites and 
on the other has the effect of depriving the 
rural poor of whatever little tliai a lair 
inipleineniation ofthc.se programmes would 
have brouglil to them by way of income and 
employment opportunities. 

Bureaucratic Icudaiism thus lias been a 
very strung ob.slaelc i n the patli ot dist ributi vc 
justice and has been correctly recognised as 
such by the movement. In laet it was one 
of the important ie.ssons drawn froin a 
.summing up process, following llie first phase 
of mobilisation as early as in 1990 that 
dcvclo|.menial issues will liave to he made 
the target of the next phase of the movement. 
As one .set of organisers of the first pha.se 
ol mobilisation noted; 

One phase of our struggles and inovcinents 
have come to an end. Now. ii is iiccc.ssnry 
to develop the .siriiggic.s and take iliem to 
the next phase I'or llu.s pui pose, wc sluuild 
organise movcnicnis on such issues as will 
help achieve unily with the middle pca.saius 
and attract a section of the rich peasants. The 
issues include irrigation, rcgnlai supply of 
electricity and other inputs at reasonable 
priec.s, aiinu imeni of loans ofixioi and in idd Ic 
pensantsas well lus political issuesconcerniiig 
democratic rights Wc should nilervenc in 
the icform programmes, launcli movements 
against coriiiption in the process of 
implemcntalion of these reform iirogramines 
ihrough villagecoinmilices. To broaden oui 
mass base we should exert ourselves to the 
ulino.si 10 organise people againsi backward 
social customs, leprcssioii of women, etc, 
and for raising demands for implcmcniaiion 
of welfare progi amines sueli as homestead 
land for the poor, extension of educational 
facilities, services, etc. (‘Important Lessons 
from the Summing Up of Process’, Pom 
Unity, VIII:2.) 

Five years later setting out the agrarian 
programme, the same group noted that ‘the 
principal task' was "to lead the mus.scs of 
the rural people, place before them a concrete 
programme, impart political eon.sciousncs.s 
andhclpdevel pthcslrnggle...” ‘immediate 
demands' put forward towards completing 
tile principal tusk were put as, fight “for 
disbanding the holds of landlords and rich 
peasants on government institution" and to 
“expose and oppose the corruption 
perpetrated by landlords, rural gentry and 
bureaucracy”. Such fights, it was felt, were 
imperative to ensure, “support prices to 
prevent distress sale, to break the monopoly 


hold of traders, for inputs at subsidised rate 
to middle and poor peasants, for introduction 
of income taxes on the rural rich, for proper 
irrigation facilities and supply of electricity 
for the development of agriculture”. 

In areas wliere social mobilisation has 
readied an advanced stage, “issues of land 
development and dcmocraey" were to he ' 
taken up. It was further stated: 

Wc should not only lake up the is.sue of 
agricultural development hut also do our 
best to implement some developmental work 
on our own imiiaiivc delymg intervention 
of goveriimcni and landlords. Wc should 
dctei mine minimum wage-rate, ensure beter 
condition of woi k and oppose and eradicate 
vuMous lorms ot exira-maikei coercion ol 
agricultural lahourcis and rural pool. (Sec 
Agrarian Programme, National Piograminc 
adopted by tlic .special central conference 
in April 1995. Communist Party of India 
(ML Party Unity) ). 

Though the above citations arc the 
programmatic position of only one of the 
Mnrxi.st-Leninisl groups active in Bihar, tho.se 
of others are al.so similar. Only tlie words _ 
and emphasis may dil'fcr. Kven a recent ^ 
docuineiU of MCC, which is opposed to 
participation of Marxisi-Leninist forces in 
eicctorul struggles, speaks of mobilisation 
against ctirrupi contractors, bureiiucnicy and 
politicians. 

In keeping with ilie cliarled programme, 
tlic fight against hiireaiiciatic feudalism 
became llie most pioinincni issue of 
mobilisation al'icrniiniimim wages and land 
distribution. This struggle against 
hurcaucradc feudalism is taking various 
forms such its mobilisation of houseless for 
demanding hou.scstinder Indira Awas Yojna, 
of poor and niicldic peasants lor fair 
distribution of agriculluial inputs, lor 
provision of iiTigatioii and power, for propel , 
utilisation of funds allocated under IRDP ^ 
and JR Y, of poor men and women Ibr supply 
of the promised dhotics-saris to them and 
so on besides militant action to attack the 
ill-gotten a.s.scts of the landlord.s-coniraeior.s- 
politicians in order to weaken thcireconomic 
ba.se. Tlicre have been instiinccs of specific 
movement against particular eornipt officials 
and in some cases such corrupt officials have 
been forced to appctir before the village 
galhcrings (panchayats) and accept iheirguill. 
Recently, a couple of daring actions liave 
been taken against a leading scamslcr 
politician involved in fodder .scam with a 
view to destroy his economic base tn 
Jnhnnabud. During a recent field trip to some 
villages of Jahanabad in central Bihar, many 
activists engaged in mobilising rural masses 
conceded that wage movements appear to 
have reached a plateau and now their main 
thrust is on ensuring proper and hottest 
implemcntationofthcgovcrnmcnt’swelfare 
and developmental programmes and 
exposing the limits of its promises and claims 
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un these fronts. To the extent that such 
mobilisatton succeed, in ensuring a 
corruption free implementation of these 
programmes, thccauscofdistributivejustice, 
seen in the narrow sense, is further promoted. 

Thus in a narrow scn.se, some kind of 
4k.focial Justice has been achieved but the 
process of real education of the masses and 
raising of mass consciousness appears to 
have not been given proper attention. Because 
o( preoccupation with electoral struggles, 
this has been relegated to the back-seat. As 
a re.sult there arc signs that the support ba.se 
of the movement is suffering erosion’ and 
caste issues have gained prominence. 

Saying this is noi to pass a judgment on 
tliccorrcclncss of the struggle strategy which 
might includc/cxcludc parliamcnlary I'orin 
of struggle via participation in elections. 
Indeed, as Lenin ob.served, “participation in 
parliamentary elections and in the stnigglc 
on the parliamentary rostrum is obligatory 
on the party of the revolutionary prolctanal 
spccirically for the purpose of educating the 
backward strata of its own class, and for the 
purpose of awakening and ciilighiening the 
undeveloped, downtrodden and ignorant 
rural masses.' The focus of the whole 
argumetil here is that in this particular case, 
Lenin's thrust seems to have been lost as the 
experience in the village docs not suggest 
lhat participation in elections has been 
purposefully used to raise the consciousness 
of the nias.scs. 

DhANIIAD SlKlIOOLt 

Our findings in Dlianbad stood in contrast 
to that ofJhanabad. The revolutionary torces 
started organising the piece-rated workers 
like any trade union on economic demands. 
After a sustained struggle for over live years 
the piece-rated workers recently succeded in 
getting arrears ol enhanced wage rates paid 
10 olhcr category of workers in spite of stiff 
opposition not only from llic inanagemeni 
hut also from the recognised trade unions. 
They even lost two of their members in 
police riling ,and had to wage a struggle 
against BCCL management-coal inafia- 
police nexus. It goes wilhout saying that 
such struggles in as much as they have 
resulted in placing additional income in Ihe 
hands of the workers and iinprovi ng worki ng 
conditions and .secuiity ofemployment. ha VC 
thereby promoted dislribuiivc justice. 

A number of unstructured interviews with 
Ihe cual-mmcrs of Munidih revealed that 
they were clear lhat the economic struggles 
being waged by them cannot lead anywhere 
and for realising ihc ideal of di.stribiitive 
justice, their Tight has to he directed towards 
changing the present exploitative system. 
They arc increasingly bcconii ng aware of the 
tact that a large number of the coal-miners 
would be driven out of employment because 
ofincreasing mechanisation consec|uentupon 


privatisation supported by foreign capital. 
Tliat it is the World Bank-IMF's agenda to 
get the coal industry declared sick and 
ultimately hand it over to private hands was 
crystal clear to them and they were preparing 
for a long-drawn snuggle to save Ihe coal 
industry and ‘KoalaiichaT (Ihecoal producing 
region). It seems that while Ihc mohili.scrs 
in Dhanbad had a clear-cut agenda before 
them Ihc inubilisers in Jehanabad, it appeared, 
had no such agenda beyond electoral 
struggles. 

Why It IS so? Merely lepealing the 
prevailing Marxisi-I.cninisl notion that 
industrial proici.iriui is the advanced section 
of the masses and would be Ihc vanguard 
of the revolutionary mnveineni does not lead 
us anywhere. Is n because the issues on 
which farm workers were mobilised in ccniral 
Bihar docs not target the basic contradiction, 
ic.impcriali.stcxpluii.iiion operating ihriHigii 
bureaucratic feudalism, whereas ihe coal¬ 
miners’ slniggle does so as il rcsulls in 
aflecting the supply of this piecioiis raw 
material, demanding a share of the surplus 
being appropriated hy capitalists, bureaucrats 
and politicians, cliulicngc the interests of 
imperialism and its lackey, the Indian ruling 
chesses'.' Since issue such as enhanced larm 
wages, land disirihuiiun and voting rights 
in no way affect ihc nexus of imperialism 
.and the Indian hig bourgeoisie working 
through hureauciatic-poliiical insliliitions, 
would not niakuig issues nt development the 
focal point of niiibilisation bring the 
contradiction ol iinperialisl-capitalisi- 
burcaucialicexploilaiionin sharpfocus. make 
the limitations ol ilie present older crystal 
clear and promote the cau.se of distiihutive 
justice'.' 

A unique I'eaUiie of mobilisation in 
Dhanbad in conirasi to dial in Jehanbad was 
that in Dhanbad, ii uas die local leadership 
which was idem dying i.s.sucs of struggle and 
the out.side leadctsliip was ineiely guiding 
Ihe local leadership in shaping their 
movements and thus the people were 
Iheiii.scives developing awareness of the 
contradictions in Ihe path of distributive 
justice. Signd'iLanlly. the local leadership 
was also stepping outside the arena ol 
sectional inleiesi ,iml were allying with the 
struggle of the agnculiural labourers and 
pour peasants not only in the immediate 
neighbourhood but also back home in ihcir 
villages and areiluisplayingllie role expected 
ol the advanced scsiion ol proletariat.'' 


in contrast, in Jehanabad. issues of struggle 
were being determined by outside leadership 
and the local leadership. As u result Ihe local 
leadership and the struggling musses in 
Jehanabad were not able to think beyond Ihc 
issue ol wages and voting rights. And. once 
wages at a higher rale than the previously 
prevailing rale were settled, their mobilising 
clforts were limited to kccpinglheir supiiort- 
base intact. Another noteworthy feature of 
Ihc struggle .it Dhanbad was that in spile of 
grave provocations in the form ol repeuted 
assaults, threats and iiutniidaiion from the 
coal maria-parliamcntury politiciaiis-policc 
combine the ninvcnieiii icirained Irom 
indulging in armed action and ictaiiied the 
mass character. 

There is noihi ngclel inili vc about ihc issues 
raised above and the intention here is not 
10 pass any judgment or prescribe anything, 
lor lhat is a joh best Icfi lo the practilioners 
of Marxism, bill meiely to raise these issues. 

Nole.s 

[This iiolc has emerged Iroiii a study undertaken 
by .Shodh Madhyain, Pain,i, in piepurulion lui a 
larger pio|eel lo study Ihc piocc.s.scs of social 
mohihsalion and di.slribiilive jiislice al work in 
various pails ol riiial Bihar An earlici version 
was piesemed and discussed at an ICS.SR- 
sponsoied workshop, al Gandhian Instiliitc of 
.Studies. Vaiaiiusi in March I9‘)6 Helpful 
coiiiiiiciUs of Pradhan 11 Pinsad on an earlier draft 
and kind ussislaiiA' of Arvind Sinha and Jairain 
Ituiijnn dining licld Inp al Muiiidih (nhanh.-id) 
and ol Kaiiilesh Shariiiu and Mahanand Singh at 
Jehaiiah.id ate gralcfiilly acknowledged. Needless 
lo say. Ihe usual di.sclaiincr applies | 

1 The appeal issued by M( JC on the eve of 2.Slh 
anniversary of MCC repeatedly calls tor 
slrugglcs aguinsi coinipiion Sec, 'Maowadi 
Coi'iiiiunisl Kciulia (MCC) ki 25 win .salgirah 
kc an iiiaiike pur kciidiiyu Cnniiiiiltce ku ck 
balsliuli Ahwaii'. Ocuihcr l'P)5.cspccia(ly pp 
21 and 20 

2 The CPI (ML-Libcrulion) had polled 1.63 
lakh voles in Ihc 1990 As.seinhly elcclion 
.SccBh,iin liidii. "Mobilisation oi Agncul- 
liiral Labour Jchiiiiahad Experience”, 
/;'(iniimiii mill l‘olilii ill Wi-ekly. June 2. 1990. 
pp I IKI-Kt and ‘Parcc ol Farm Wage Hike', 
/,'< inimiiti iiiiill’iililu III tVee*/v. June 14.1990, 
pp 1512-13 

'■> Fi oin 1,63.550 voles in 1990 As.senihly election, 
voic.s polled by f'lP (M(.-LilH'raltonl in 1995 
came down u> K5.595 

4 The Icadcis ot piccc-iulcd coulniincrs are in 
'acl all village loaders hack home in Ihcir 
villages in Bihai .iml caslern UP and are 
niohilising agricultural labourers and poor 
|K-asauls llicie 
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Between Siwan and JNU 

Crossing the Barriers 

Dipankar Bhattacharya 

ChandrashekJuir, who was assassinated together with a political 
colleague on March 31 in the north Bihar district town of Siwan. was 
a former president of the JNU Students’ Union and .son of the very 
soil of Siwan. He had returned to his home district only a few months 
ago to dedicate himself as a full-time activist to the cause of the 
party, people and revolution. 


THE March 31 sun was yet to set on the sky 
of Siwan. Around 4 O'clock in (he Monday 
afternoon, (he busy JP Chowk in this north 
Bihar district town was its usual self. 
Chandrashekhar was addressing a street- 
corner meeting. It had been a hectic day tor 
him and his comrades. They had already 
packed their day with six strectcorncr 
meetings. Appealing to the people to make 
the Bihar bandh called by CPKMl.) on 
April 2 a roaring success. The JP Chowk 
meeting was to be their last meeting for 
the day. ButforChandrashekharaiul Shyam 
Narnin Yndav, it turned out to be 
their la.st ever. A shower of cowardly bullets 
from (he assassin's automatic nlk put a 
shocking stop tothciryouthful revolutionary 
lives. 

Shyamnarain Yadav was a leading disirict- 
levcl activist of the CPKML). Twice he had 
contested for t he state as.sembiy on the party' s 
ticket. Chandrashekhar, a former picsident 
of (he JNU Students' Union and .son of the 
very soil of Siwan, had returned to his home 
district only a few months ago. To dedicate 
himself as a full-time aciivi.st to ihe cause 
of the parly, people and revolution. 

The only child of his widowed mother, 
Chandrashekhar had left Siwan years ago as 
a bright student. His mother had to wage a 
determined struggle to lulfil her dream of 
educating her only son. And the dream kept 
marching from the Sainik School in Tilaiya 
to the National Defence Academy in Pune 
and from the University of Patna to the 
hallowed campus of JNU in Delhi. But 
education for Chandrashekhar was in¬ 
separable from his passion for Marxism, 
and this cnn.scious choice of the ideology of 
life and lilrenition was made quite early in 
his student life. In the mid I VKOs he became 
vice-president of the Bihar unit of the All 
India Students' K'ederation. But he soon 
grew disillusioned with the formalism and 
opptirtunism of the CPI stream. Tin., lire of 
revolutionary student activism burning inside 
him .spurred him on to look beyond the 
official communist parties. 


Meanwhile. Siwan was simmering. The 
message of the revolutionary agrarian 
awakeninginBhojpur and other central Bihar 
districts had begun to find eager receptive 
cars among the nppre.ssed rural poor of Siwan. 
During his visits to Siwan. Chandrashekhar 
could sen.se the latent power and poiential 
ofthis historic transformation, ilcdevclopcd 
a deep respect fur the growing expre.ssions 
of militancy of the rural poor and the party 
leading this whole pnK'ess both from within 
and without. 

The late 198()s marked a crucial juncture 
for the .student movement. The collnp.se of 
the Soviet Union and the consequent heady 
sen.se of bourgeois triumphalism created a 
difficult ideological climate lor left and 
progrc.s.sivc students the world over. Hie 
student movement in India was considered 
a particularly soft target by the resurgent 
Indian right. It seemed the progressive 
scnsibiiiticsofthe.studcnt community would 
be lost in Ihe .sectarian frenzy ol castei.st and 
communal polari.sntion. Their democratic 
aspirations would crumble under the passions 
whipped upovcrtheMandal-Mandiragcnda. 
It was at this point that the CPI(ML) 
intervened on behalf of the left to rcnsseil 
the relevance ,of the red flag, the proud 
identity and glorious legacy cherished by 
generations of Indian communists. The All 
India Students' Association was bom as the 
new llugbearer of progressive advance and 
optimism among students to rock the very 
citadel of right reaction in north India. 

With all the dcdicatitm and clarity of a 
communist, Chandrashekhar wholeheartedly 
participated in this proce.ss of regeneration 
and played a key role in developing AISA 
in JNU. With liis warm personality and 
inspiring leadership, Chandu, as he was 
fondly called by his friends and comrades, 
became the chief architect of the scries 
of remarkable victories won by AISA in 
JNUSU elections in recent years He him.self 
gut elected to Ihe JNUSU three times in a 
row, first as vice-president in 1993-94 and 
then as president for two successive terms 


in I994-9S and 1995-96. This is a feat 
achieved by no other leader in the history 
of JNUSU. 

Asaleader of the JNUSU,Chandrashekhar 
led the JN U students in i mportant campaigns 
and to signi ficant victories. The old admission 
policy with special weightage to students 
from backward areas was restored. Students 
effectively thwarted the JNU authority's bid 
to bring up the agenda of privati.sation in 
academic council meetings. He also made 
serious attempts to forge close ties with 
student movements in other universities and 
institutions. He went to Aligarh Muslim 
University to express his solidarity with the 
agitating students following the killing of 
several AMU students in police firing and 
later on organised JNU students in support 
of the AMU students' agitation for justice. 
He also inspired the .students of the Film and 
Television Institute. Pune to a successful 
struggle against commcicinlisation and 
privatisation of FTI. 

In 1995 he represented India in the UN- 
sponsored international youth conference in 
.Seoul where he lormcd a group of third 
world representatives inside the conference 
and moved .several resolutions again.sl US 
imperialism, eventually .staging a walk-out 
in protest. Risking the wraih of Korean 
authonties. he contacted many 'outlawed' 
left-wing student leaders and even addressed 
a huge rally of students on the theme of 
Korean reunification. 

But Cihandrashekhar would not have been 
Chandrashekhar had he kept hiniselfconfined 
to ihc.se different levels of student activism 
and campus initiatives. As a revolutionary 
commtini.st he cherished the CPKMD's 
historic legacy ol going among the ma.sse.s 
and integrating with their lives and struggles. 
When in Delhi he also worked as a inenihcr 
of the Delhi Commiitec of the party and in 
this capacity he took an active pan in 
organising students in Delhi University and 
supporting the struggles of workers in Delhi. 
He was also ever active in support ol various 
Dcihi-basedgroups engaged inthe moveiren' 
for human rights, environmental protection 
and women's liberation. 

And at the end of his .stmt in JNU he opted 
for a return to Siwan as a full-time party 
activist. He knew the kind of challenges and 
adversaries he would be pitted against in 
Siwan. The nco-fetidal forces led by the duo 
of local bos.scs of the Janata Dal, the noto¬ 
rious gangster MP Md Shahabuddin and 
former minister Shivshankar Yadav, arc 
waging a veritable extermination campaign 
against leading activists and supporters of 
the CPI(ML). More than 70 people inclu¬ 
ding promising leaders of the di.strict 
committee hud already been killed between 
1990 and 1996. 
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Yet these killings have hardly succeeded 
in dampening the spirit of the oppressed 
people and halting their onward political 
march. In the assembly elections of 1995, 
CPl(ML) candidates bagged the Darauli and 
Mairwa seats in the district. One of ilic.se 
•^ictoriou.s CPI(ML) MLAs. Amar Yadav, 
was however soon implicated in (also cases 
and put m jail. On the day ot the Lok Sabhu 
election in 1996, Shahabuddin himself 
opened liie on innocent voicis standing m 
the queue before a polling booth, but 
following fierce popular protests and 
intervention of the high court, Shahabuddin 
had to surrendci on Augu.st 29. 

In a report published in the October 1996 
issueofL/7><'rrt/io/i.Chandrashekharhiniself 
had given an account ot the killing spree 
unleashed by Shahabuddin's henchmen in 
the name of avenging the eventual aircst of 
their ‘leader’. They tirst killed Surciivlra 
Y.idav. party mcharge of Jeeradoi block and 
then on the evening ol Septenilicr 1.^. they 
stormed the house of Gulam I laiiler and not 
► l'>iuling him there killed his 40-ycai-old 
brother Al'zal. 9()-year-old Ireedom-fighter 
lather, :ind even his 4-year-old child was not 
spared. In the same report he al.so mentioned 
the high morale of coniiades in Siwan, their 
growing camjiaign ol resistance :md ended 
■mthisnoteol hofieandcouiagc; “'rhccurrem 
phase ol struggle may as well be the begin¬ 
ning ol the end ol Sliahbu's rule ol lerror 
in .Siwan.” 

Even while staying m JNl', Chandra- 
sliekhar closely identified himself with this 
glorious struggle and made it a point to go 
to Siwan at (he time ot every major poliiicul 
campaign. Iionically, this was held out again.st 
him as a .sm of sorts in the October 1996 
clectiontotheJNUSlI! A vicious campaign 
I wa.s launched again.st him by the ABVP and 
SFI alike accusing him ol ‘revolutionising’ 
at the expense of his campus responsibilities. 
The October 27. 1996 issue of Pi'oplv's 
Democracy, the official organ of CPKM), 
carried a mocking lefcrcnce to Chandra- 
.shckliar’s‘‘.so-callcdrevolutionary activities 
at Iho grass roots”. 

Totlay, ot course, it is a dilfcrent story. 
Student organisations in JNU arc vying 
amonjg themselves to lead the popular student 
protest against Chandrashekhar's brutal 
assassination. There arc any number of 
attempts to identify with and appropriate the 
legacy ot Chandrashekhar. ihc activist. 
Requiems are being .sung in posthumous 
prai.se of this ‘humane revolutionary’ who 
hud chosen ‘to come up in politics the hard 
iVay by working at the grass roots’. 

Chandrashekhar will continue to li vein the 
hearts of students, intellectuals and all pro- 
' gressive people symbolising the legacy of 
the revolutionary people’s struggle in Siwan 


in whicn he laid down his life, the legacy 
of the revolutionary student movement 
inspired by naxalbari which he upheld both 
in thetiry and practice and above all the great 


THEcstimateoflhciiicidcnceufiural poverty 
has become an issue foi discussion with the 
linkage of the public distribution sy.stem of 
the union governmciii with the jiovcriy level 
of Andhra Pradesh Qinfc rightly, the chief 
minister is concerned with the issue. 
According to the icpoit of the Expert Group 
on Estimation ol Pioportious and Number 
ol Poor (the Lakdaw.ila Committee) only 
2.5.1 per cent ol the population in AP lived 
below the povcny line {The Hiiulii. Maich 
7, 1997) and the stale, has the least number 
ol poor after Punjab and Haryana. 

WegivetiiTable I ibe statcwisc incidence 
of povcily (19K7-8X i according to the Exjiert 
Group and the oliicial estimulcs according 
to the Planning Commission. We also give 
the latest figures lor 1994-95. According to 
the Expert Group, AP ranks No 5 next only 
to Punjab tind Hary.ina in I9K7-X8 and next 
only to Punjab in 190.t-95. The incidence ol 
poverty was as low .is 20.92 percent m 1987- 
88 . But as per the ollicial eslimales it was 

33.8 per cent lor ibe same year and the 
ranking of AP No 8 in terms ol poverty 

The dilfcrenccs cmild he explained by the 
variations in the pi ice indexes used in the 
two estimates, in the olTicial estimates a 
uniform poverty line was adopted for all the 
states implying nniloim price and uniform 
calorie norms. As per the Expel Group 
estimates, statc-spccilic prices were ailopted 
tor valuing the caloric norms. The poverty 
line for Andhra Pradesh was only Rs 91.94 
in the Expeit Group estimates iigamst Rs 

131.8 in the ollicial estimates. The low 
poverty lineaspcrthcExpertGroupc.stimaics 
could be explained by the lowei price index 
for agricultural labour in Andhra Pradesh, 
In fact CPIAL in AP is the lowest among 
all the states, particularly lor food The food 
index with 1960-61 ba.se = 100 was 560.08 


revolutionary legacy of CPl(ML) which em- 
holdcncd him to break through the visible and 
invisible barriers belw'ccn Siwan and JNU 
in this so-called era ol a borderless world. 


for 1987-88, while the average lor all-India 
was 711.26 (Table I). This low price index 
for lood articles could be attributed to the 
PDS under the Rs 2 per kg ol rice scheme 
since 198.3 in Andhra Pradesh. This factor 
helps to push most people above the poverty 
line because they can cat more rice at less 
cost. In the absence of the public distribution 
sy.stem. the figure of poverty could be elo.se 
to the ollicial e.iiimales. .So the plea of the 
cliicl mmisicr that a higher level of poverty 
I n I he range ol 36 pei cent could be considered 
for (he public distiibution sy.slem in AP is 
legitimate 

We also look at the oilier coirelatcs of 
poverty such as (I) inlaiii mortaliiy rate, (2) 
crude death rates, (3) Icmale liteiacy rates, 
(4) daily status unemployment, and (5) daily 
money wage rate (Table 2). All these suggest 
a higher incidence of poverty m AP than the 
estimate ol the Ex[>ert Group. 

1 ‘urtbci wc examine the percentage of 
groups known to show high incidence of 
poverty, I c, casual labour and .SC and .ST 
popubiiion. APrtinks very high in percentage 
ol c.isual labour. APbasalsoahigh percentage 
ol SC and .ST population (Table 3). 

Boib Icmale work participation rates and 
child labour arc known to be high among 
the poorer groups. We examine the position 
of the.se in AP relative to other stales. AP 
shows the highest female work participation 
rale in rural areas. Child lahoui is also the 
highest in AP (Table 4). 

Column 7 in Table 1 gives the diflercnce 
between the ollicial estimates using the 
unilorin poverty line of Rs 131.8 per capita 
per month lor rural areas and the statc-speciric 
estimates used by the LakdawalaCummittee, 
it may be seen from the figures provided that 
all the slates with the exception of two, 
namely, AP and Kaniataka, record higher 


Lakdawala Estimate of Poverty and 
Targeted PDS 

Injustice to Andhra Pradesh 

G Parthasarathy 
K A Nirmala 


The use of the Lukdawalti Committeee.stimotes of the proportion of 
the population below the poverty line in the different states for the 
proposed tari’eted public distribution .tystem is ^^rossly unfair to 
Andhra Prade.sh and amounts to penalising it for its stdj.sidiscd rice 
distribution programme. 
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Tabu 1: Incioence of Rural Povebty as ra m Exfilr Ciiour and OrnriAL Sstimaibs. I987>88 TAu^lNnoeNcsorHidHltevnTv CRaun 


State 

Per Cent of Percentage incidence 

Slate- 

.9lalc- 

Average of Difference 


.State 

Per Cent 

Per Cent of 


Rural Poor of Persons 

of 

.Specific 

Specific the Ranks 

between 



of Casual 

SC and ST 


According 

below 

Poverty Poverty Line CPIAL 

of Eight 

Official 



Labour Rural 

Population 

to Lakdawala Poverty 

Official (Per Capita/ 

I960- 

Variables' 

Estimate 



Workforce, 

in Total 


Coinmifice 

Line. 

Esiiinale* Per Month) 61=100 Estimates 

and 



1987-88 

Population 



1994-95 


(Ks) 

• 


Lakdawala 




of the State, 








Coiiimiltee 



Mule 

Female 1991 








Esliiiiaic 


(1) 


(2) 

(3) 

(1) 

(2) 

(.3) 

(4) 

(5) 

(6) 

(7) 

(8) 

_ 













1 

Andhni Pradesh 

.18.1 

49.7 

22.24 

1 Andhra Pradesh 

20.92(3) 

22.(X) 

.33.8(8) 

91 94 

.560.08 

9.75 

12.88 

2 

Assam 

22.9 

23.4 

20.23 

2 Assam 

.39..35(8) 

N.A 

24 5(5) 

127.44 

740.42 

6.1.3 

-14.85 

3 

Bihiu 

35.2 

43.0 

22.22 

3 Bihar 

.52.6.3(14) 

54,96 

42.7(14) 

120.36 

754.50 

to 56 

-9.93 

4 

Gii)arjl 

.39 8 

48.8 

22.32 

4 Gujarat 

28 67(4) 

24.(X) 

21.2(4) 

il5(X) 

647.08 

9..56 

-7 47 

5 

Haryana 

22.5 

19.9 

19.75 

5 Haryana 

16.22(2) 

2.5.(X) 

11.7(2) 

122.90 

7.50.00 

5.19 

-4.52 

6 

Karnataka 

.36.8 

.52.2 

20.64 

6 Karnataka 

32.82(6) 

33.IX) 

35,9(9) 

104.46 

647.42 

9.75 

,3.08 

7 

Kirrala 

43.2 

32.9 

11.02 

7 Kerala 

29.10(5) 

25.(X) 

16.4(3) 

130 61 

755.58 

5.63 

-12.70 

8 

Madhya Pradesh 

25.5 

.31.0 

.37.81 

8 Madhya Pradesh 

41 92(11) 

42.52 

41..5(13) 

107.(K) 

737.8.3 

10 13 

-0.42 

9 

M aharashtra 

35.5 

44.1 

20.27 

9 Maharashtra 

40 78(9) 

36.99 

36.7(10) 

115.61 

693 00 

6 88 

-4.08 

10 

Orissa 

.37 5 

41.3 

38,41 

to Orissa 

.57.64(15) 

48.56 

4g..3(lS) 

I2( 42 

794.58 

12.13 

-9.34 

11 

P unjub 

22.0 

11.3 

28.31 

11 Punjab 

12.60(1) 

11.71 

7.2(1) 

122 90 

750.(X) 

3 6.3 

-5.40 

12 

Ftaj.Tsthan 

25 0 

16.0 

29.73 

12 Rajasthan 

.33.21(7) 

27.41 

26.0(6) 

117..52 

727.33 

8.63 

-7.21 

13 

I'ainil Nadu 

41.7 

47,1 

20.21 

13 Tamil Nndu 

45.80(12) 

35.(X) 

39..5(I2) 

118.23 

680.33 

8.38 

-6 30 

14 

Mltur Pradesh 

21.0 

18.2 

21.25 

14 Uttar Pradesh 

41 10(10) 

40.56 

37.2(11) 

114 57 

769.25 

7.6.3 

-3.90 

15 

West Bengal 

36.3 

31.6 

29 22 

15 West Bengal 

48.30(13) 

N.A 

.30.3(7) 

129.21 

692.58 

7.81 

- I8.(M) 






All-India 

.39.06 

.36.00 

.3.3.4 

115.43 

711 .36 

._ 

-5.66 

Sohirrcs: Col 2: Government of India. Cent ml 


Ntiier. Figures in brackets are ranks. 

* These estimates ate derivetl by using tlie |>overty liiiuof Ks I 1.8 per capita pur monlli rorniral 
areas at 1987-88 prices, corresponding to the poverty line of Rs 49 1 for 1973-74. 

Suurces: Col 2: Planning Coinmi.ssioii, ReiutrmJ tht Ey/irrt (irmi/nm Eslimtilion of I'roiyiiniitiuiml 
Number of Poor, Govcriimcnt of India. New licihi, July 1993, p 40; Col 3’ The Evonumic 
Times. March 12, 1997. Hyderabad; Col 4. Planning Coininission, op cit, p 19. Col 5: ibid, 
p .36; Col 6; ibid, p 71 


.Stnli.stical Organisation, luirvekslmna, 
NS.SO. New Delhi. .September 1990. 
pp 94-95; Col 3‘ Government of India, 
Stoiistifol Ahurtiei. bitlio, Ccrilral 
.Statistical Organisalion. New Delhi, 
1992.p 36 

Tabu-. 4. Female Work Participation Ratm 
AND Cmilo Labook. 1987-88 


Tabi.f 2: CoRKFi-ATts OF Kiirai. Poverty 


Stale Female Per Cent of Mal e 


State 

(1) 

tnruni 

Mortality Kate 
Per KXX) Live 
Births 1994 
(2) 

Crude Death 
Kate 

Per KXX) 
Pupulaliun 1994 
(.3) 

Female 
Literacy 
(Per Cent) 
1991 
(4) 

Daily Status 
Uneiiipioymcni 
Rale (Per Cent) 
1987-88 
(5) 

Average Daily 
Money Wage 
Rale for Males 
1984-85 (Rs) 

(6) 

Work 

Parltcipa- 

tioil 

Rate 

(1) (2) 

Child Workers 
to Total Male 
Children in 

Age Group 10-14 
(3) 

1 Andhra Pradesh 

68 

9 0 

2.3.92 

7.35 

10.41 

1 Andhra Pradesh 

47.0 

37.3 

2 Assam 

78 

9.3 

.39 19 

5.09 

12 80 

2 Assam 

16.2 

14.0 

3 Bihar 

68 

10 8 

17 95 

4.04 

9.88 

3 Bihar 

19.3 

1.3.4 

4 Gujarat 

70 

9.6 

38.65 

5.79 

12 so 

4 Gujarat 

.38.1 

14 9 

5 Haryana 

70 

8 0 

.32.51 

7.59 

19.35 

5 Haryana 

29.7 

15.1 

6 Karn,Tiaka 

73 

9.3 

34,76 

5.(Ki 

7 ,31 

6 Karnataka 

.37 7 

25 4 

7 Kerala 

16 

5.9 

8.5.12 

21.19 

16X6 

7 Kerala 

28.6 

5.4 

8 Madhya Pradesh 

105 

12.6 

19 73 

2 86 

8 53 

8 Madhya Prauesh 

41.0 

19.8 

9 Maharashtra 

67 

92 

40 96 

4(>7 

9.46 

9 Maharashtra 

46.2 

16.9 

10 Orissa 

108 

11.7 

30 79 

6 44 

8 42 

10 Oi issa 

27.6 

21 3 

11 Punjab 

59 

8.2 

43.85 

5 07 

18 1.3 

11 Punjab 

31.7 

23.6 

12 Rajasthan 

87 

9.3 

II..59 

. 5 74 

12.63 

12 R.Tjasihan 

45.0 

22.4 

13 Tamil Nadu 

64 

9.0 

41.84 

I0..36 

8 83 

13 Tamil Nadu 

46.1 

20.4 

14 Uttar Pradesh 

91 

11.8 

19 02 

.3.44 

I0..54 

14 Uttar Pradesh 

21.9 

17.1 

15 West Bengal 

64 

8.8 

38.12 

8 13 

1()..59 

15 West Bengal 

19.6 

20.4 


I 

I 


Sources: Col 2: Registrar General..Si//'//»/c/<rji;i.tfiii/iV«iJlii//t'ri«, January l996.GuveninientoiTiidia. 
New Delhi, pp 32-36; Col 3: ibid, pp 32-36; Col 4; Centre lor Monitoring Indian Economy, 
bidin's Socwl Sector. February 1996, pp 179-81. Col 5; ibid, p 230; Col 6' A V Jose, 
‘Agricultural Wages in India'. Etoiiomit oiidPolitical Weekly. June 25, 1988. p A 46 


Si, mrees. Col 2. Governnient of India, i Central 
Statistical Organisation, .Sonrl ;.\httmt, 
NSSO, New Delhi, .Septemhe r 1990. 
p 62; Col 3: ibid, p 73. 


poverty estimates in the Lakdnwala 
Committee report compared to official 
estimatc.s. Of the two .stales, the dilYerence 
for Karnataka is minor whereas for AP the 
official estimates are higher by 12.88 
percentage points compared to the Lakdawala 
Committee estimates. So it is only AP of all 
the 1S major .states that will suffer seriously 
if PDS requirements arc asses.scd on the 


basis of Ltikdawnia Committee estimates. It 
would be penali..ing AP for its successful 
PDS. 

In brief, looking from any angle, i c, (I) 
correlates of poverty, (3) incidence of groups 
known to suffer from high poverty, and (.3) 
participation of women and children in 
workforce, the Expert Group estimates 
should he considered gross underestimates 


o f rural poverty in AP and these figures 
s hould not be used for assess! ng the 
requirements of the revamped public 
d islrihution system. As the chief mi'mister of 
P sP says, to use the.se estimates for a sticssing 
the requirements of the public dis tribution 
s; /stem of the union government is tcipctnalise 
tfie state for implementing the sijbsidi.sed 
ri ce programme. 
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For a Different Development 
A Beginning 

Bagaram Tulpule^ 

%. ! . - .. ■ -- - 

What was common among the 27 men and women from different 
states and from various fields of activity who came together in a 
three-day meeting of activists and scholars in Khaiulala in 
Maharashtra in November last year was that they are strongly critical 
of the prevailing developmental paradigm and feel the urgent need to 
work towards an alternative paradigm. A free-wheeling discu.ssion, it 
was hoped, would make for uninhibited exploration and a degree of 
mapping out of this rheme which would facilitate a more structured 
discussion in a subsequent exercise leading to concrete conclusions, 
formulations and proposals for action at different levels and of 
different kinds-. 


WHAT is our vision of t))e kind of society 
that true development should seek to create? 
What kind of human beings should be 
members of such a society? These were the 
^ central ((uestions that came up again and 
again in the discussions at athrcc-dny meeting 
of a number of activists and scholars held 
at the invitation of the Jansahayog Trust on 
November 15-17, 1996, at Khandala, 

The Jansahayog Trust was established in 
the year 1993 out of the moneys of the Right 
Livelihood Awardconfenedon the Narmada 
Bachao Andolan (NBA) hy the Right 
Li velihoiKl Foundation of Sweden. The award 
was accepted on behalf of NBA by Baba 
Amte and Mcdha Patkar. Mcdha Patkar had 
announced at the time that the moneys of 
the award would not be used foi the work 
of the NBA it.self but would be used for 
supporting activities and activists engaged 
in creative developmental activities and/or 
k in people's struggles against so-called 
development in different parts of the country 
that deprives local people of the natural 
resources that constitute their life support 
systems. Baba Amte and Medha Patkar 
along with nine others drawn from various 
parts of the country constitute the Board of 
Trustees of the Trust. The Trust provides 
ruiancial assistance to various kinds ol 
grass routs developmental activities by 
rural groups, pays modest honoraria to a 
number of activists and also sponsors 
seminars, workshops and meet' ngs to discuss 
at the conceptual as well as operational level 
various aspects of the broad theme of real, 
people-centred, resource conserving, sus¬ 
tainable and just development. IJic meeting 
at Khandala was the most recent among 
such discussions. The training centres- 
cum-holiday homes established close to 
each other at Khandala by two Mumbai 
, trade unions for their members, provided 
^ accommodation and other facilities for the 
meeting. 


Twenty-seven men and women from 
different states and Irom various fields of 
activities participated in the meeting. They 
ranged Irom the octogenarian Gandhian, 
Sidhdhraj Daddlia, to young men and women 
in their early 30.s. Among the group were 
college professors, a senior medical practi¬ 
tioner who has buih up, with the help ol a 
group of persons, a large rural centre in the 
Raigad district in Maharashtra, a serving 
senior IAS officer, persons engaged in small 
watershed management handicrutts pro¬ 
motion, rc,senrch in handicrafts technology 
and village industries, primary education 
techniques and systems, journalists, NGO 
representatives and also political activists. 
The common factor among all ol them was 
that they ate .strongly critical of the pievailing 
developmental paradigm, feel the urgeni need 
for evolving another paradigm that can take 
Its place and are aciively trying to think and 
work towards it. 

No specilic agenda or structure was 
prescribed forthedisciission, no papers weie 
presented nor any lormal presentations on 
prc-identilled topics in.ide. The discussion 
was intended to be open and frcc-whceling 
subject only to the expectation that it should 
in some way be related to the main theme 
of the meeting: tiue devclopmeni. The 
expectation was that such a free-wheeling 
di.scussion would be an uninhibited explo¬ 
ration of various bas>c aspects of the theme 
and would lead to a degree of mapping out 
of the theme which would lacilitate a more 
structured discu.ssion in a sub.scqucnl exer¬ 
cise leading to concrete conclusions, formula¬ 
tions and proposals fur spccilic action at 
different levels and of different kind.s. 

In the context of the vision of the ideal 
society, a point was raised that we do not 
have aclean slate tc write on and that human 
nature is afso a reality that cannot be ignored. 
Formulating a vision or an ideal that did not 
take the realities of human hi.story and human 


nature into account may result in our thinking 
moving far away from how people at large 
think and what they want. This, it was argued, 
is in fact the rca.son why such visions of the 
ideal have led in the past to trusiration among 
the visionaries 

On the othci hand, it was ixnnted out that 
the way history is written and undcrsUKxi is 
not always correct. Thci e am vanous streams 
in history and the dominani view of history 
at a given time need not be accepted as the 
correct one. .Similarly, what people really 
w;mi is not always easy to understand. If 
what some [leoplc want is to be accepted as 
right, then destruction ol Bahri niasjid must 
also be accepted ns right. A vision of ‘what 
should be’ is necessary precisely to avoid 
getting trapped in 'what is’. There is no need 
to be apologetic alxiut having a vision or an 
ideal of a society even if I he vision may 
appear utopian. If so many [icopic had nut 
nursed the ideal of a tree India at a time the 
ideal did .seem utopian, there would have 
been no Ireedom struggle and no tree India. 

Various aspects of thcsocicty of our vision 
al.so came up in the discussion. Whal, for 
instance, would be the basic unit, ihc basic 
building block of such a .society. The ready 
answer was that the lamily, the 'biradart', 
the village, the tace-lo-facecommunily would 
be Ihc basic unit. Whal Gandhi said so long 
agoin H tint Swaraj on this |ioint was naturally 
cited. Bui it wAs iminaliaiely pointed out 
that the tamily today is a unit in which 
women are exploited and bound in a sub¬ 
ordinate role and status, children arc also 
exploited and ill-lreated. The village is also 
today a haslion ol feudalism, obscurantism, 
caslcism and exploitation. How could these 
be the basic building blocks ol the society 
of odr vision? 

It IS mierc.sting that loin years bclore 
Gandhi wrote his/fi/ir/.Vvvtirq/.Tagore wrote 
an essay titled ‘Swadeshi Samaj’ in which 
he also viewed a village as a basic unit of 
Indian society. Neither Tagore nor Gandhi 
were unaware ol the .seriou-. shortcomings 
and drawbacks of the village. Both wrote 
about these aspects. The village that they 
viewed ns the basic unit of the ideal suci.'‘ty 
was not the village us it was but as it could 
be made (A mlan Dattn, The Third Movement, 
Ananda Pubh.shcrs, Calcutta, 1983. p 55). 

The basic unit ol the society has to be a 
group which iiermits genuine neighbourlincss 
as extensions ol oncsett, ot one's family. 
Personal relationships, shttring of joys and 
sorrows, a feeling of a shared life for the 
whole group: these have to permeate the 
basic unit. Evidently this cannot happen in 
large cities where all relations' tend to be 
formal and based on malenal inlere.sts. To 
say this is not to say that such relations arc 
not useful and important. But they arc not 
adequate to sustain an ideal society. Only 
small, face-to-face communities can serve 
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that purpose and these can be found mainly 
in villages although some particular neigh¬ 
bourhoods in cities may also nut be ruled 
out. A city ns a whole, however, cannot be 
the basic unit of an ideal society. Besides, 
our cities are themselves so much dependent 
upon the villages that to discard the village 
because there is so much ignorance, op¬ 
pression and casteism in it would be to 
undercut the very foundation of our society. 
The village will have to be accepted as the 
basic unit and purposeful cflorts directed to 
rid it of its drawbacks. 

There was, predictably, unanimity in the 
group on the issues of cuminunalism and 
corruption. In the endeavour to construct a 
vision of a giMxl society, cominunnlisrn hits 
to be treated us a non-negotiable. 

The importance of the Gandhian heritage 
was articulated by one participant by saying 
that what Gandhi said almost 90 years ago 
in Hind Swaraj needs to he rcsuriccicd and 
reinterpreted in a global cultural coiilexl. 
One reservation which was expressed was 
that his vision of village self-sul liciency will 
not suffice fur all the needs of each village. 
The concept of .self-sufficiency of villages 
IS no doubt immensely valuable and a village 
should be self-sufficient in respect of as 
many of its basic needs as possible. Hut the 
unit of self-sufficiency will have to he 
different for different kinds of needs. A 
number of villages, a ‘panchkroshi’, may 
have to be viewed as the unit of .self- 
sufficiency for some needs and even the 
expanse of tire 'panchkroshi'. may have to 
be different fur dilferent needs although it 
should be kept us small as possible consistent 
with needs-satisfaction. 

Relations arc important in determining the 
structure and culture of a society. Relations 
of human beings with the entire Creation, 
with the whole earth, with other 1 1 ve creatures 
and other human beings, relations between 
men and women and relations withi n families, 
relations of individuals and the state and 
individual's relation with self: the.se relations 
in an ideal siKicty should be ba.scd on love, 
co-operation and understanding 

This means that these variou.s kinds of 
relations have to be based on human and 
social values, not merely on material ones: 
tiuth, compassion, non-violence, equality, 
dignity and value of physical labour, self- 
reliance. The Gandhian heritage is of great 
value in conceptualising these relations. 

What is the place of modem technology 
in this vision'? A wide range of viewpoints 
were put forward by the participants - from 
one of welcoming modern technology to 
strong reservations about it. Some considered 
most modern technology, particularly 
^lormatics, u.seful in planning and executing 
development projects. It wtis also argued that 
new technologies are very powerful and if 
we who seek new modes of development 


rtiject these technologies, ouropponents will 
have a monopoly on them and will u.sc them 
to destroy us. 

It was, on the other hand, pointed out that 
although technology as such was burn out 
of human efforts to progressively lighten the 
rigours, hardships and deprivations of 
primitive and medieval life, at acertain stage, 
the principal objectiveoftechnolugy became 
maximising profits rather than meeting the 
real needs of people. This amounted to 
commodification of technology whose link 
with the real needs of common people ceased 
to be important. Production and marketing 
of ever new products of doubtiul usefulness, 
if not aclually harmful, selling them through 
high pressure, often misleading advertising 
and thus promoting mindless consumerism, 
became the pnncipal purpose ol technology. 
The other result ol modern technology has 
bceti progressive concentration ol industrial, 
economic and consequently political power, 
both n.itionally and globally. It has al.so 
drastically accentuated economic disparities 
within and across countries 

Perhaps the iiMKst ixiwerlul ihru.stofmodcrn 
technology is m the military field and a 
single su|K:rpower today controls enough 
destructive military strength based on high 
technology to impo.se its will on the rest of 
the world. 

There was strong representation in the 
meeting of dillerent .streams of the peoples’ 
science movement. It was pointed out fiom 
their side how the domin.int countries 
appropriate to them.selves the indigenous 
technology, know-how and resources of the 
developing world and use these to enhance 
their own power to further ex pinit and oppress 
them. Examples of what people them.selves 
candoonthestrengthoftheii own knowledge 
and skills can be tound m many parts ot the 
country. Ouiiii Roy pointed out how common 
people in the Palamau district ol Bihar and 
Mwar district ol Raja.sthan have on theii 
own initiative and know-how constructed 
hundreds of small dams, bunds and irrigation 
systems. The di.stinction between large 
projects planned, designed and executed 
through a centralised authority with the use 
of modern technology and the achievements 
of common people in the above instances is 
noteworthy. People have no control over the 
latter model but suffer displacement and 
deprivation of their life support systems and 
assets, while in the former iteople gam .self- 
confidence, power, control and augmentation 
of their resources. 

The more obvious aspects ol modern 
technology on employment, not only in the 
developing countries but all over the world, 
the progressive pollution and impoverishment 
ofthcenvironmenlandpronigcHeexploitation 
of natural re.sourccs also came up during the 
course of the discussion. The conclusion that 
seemed to emerge was that nonns. criteria 


and guidelines for evaluating available 
modern technologies and for making choices 
among them can be formulated toensure that 
technology cuntributes to the promotion of 
the society ot our vision and does not cut 
at the root of that vision. We must develop 
the will and the ability to make the right, 
choices. The prevailing view that the global' 
sweep of technology is irresistible, inexorable 
and that we have no alternative but to submit 
to it. was definitely not acceptable to the 
group. Kishen Patnaik of the Samajwadi Jan 
Parishad was emphatic that the technology 
we adopt must be that which promotes 
swadcshi, self-reliance and equality and not 
that which promotes globalisation and 
consumerism. 

The stre.ss was on science and technology 
that arc accessible to and usable by common 
people. Several of the participants were active 
in this held. They niainiamed that a great 
deal of knowledge, technology and skills 
exist among oui aiusans and craltsmcn. hut 
thc.se areciiher being devalued or superseded 
by the .so-called modem science and techno¬ 
logy. or IS being appropriated by large 
coipoi.itioiis, including MNCs. and placed 
out ol reach ol ordinai 7 people Loss of these 
coiisiitutc not only loss of livelihood but also 
loss of power. The new development vision 
nuist have space tor such traditional know¬ 
ledge and technology and must develop 
and saleguard it Imm supersession and 
a|)propri.ilion. 

This does not mean that everything 
traditional is to he uncriiically welcomed or 
that all old lechnologics aie to be exhumed. 
But It docs mean that living liaditions ol 
knowledge and technology have to be saved 
and developed where they aicol real service 
to the practitioneis as well as to the society. 

It IS signilicant that IT.ST is now using the 
term Lok Vidya m connection with its third i 
congress. ' 

Considerable time of the meeting was 
occupied by the question: how do wt move 
towaids achieving the society of our vision"? 
The question has two dimensions: the nature 
of efforts to be made on the ground and the 
organisational structure tocarryontheelforts. 
Actual action, all agreed, had to be both 
constructive work and struggles where 
necessary. Tlie two have to be viewed as two 
sides of the .same com, one ciuinot he sustained 
without the other. A third activity which has 
to supplement constructive work and strug¬ 
gles is advocacy. Today, development 
thinking is almost completely dominated by 
one particular view of development and that 
is the view we have to contest. We have to 
caiTy our message to ever larger circles. 

To give concrete content to this part of the 
discussion, a representative of each of the 
participating streams of activities was asked 
t») briefly state his group's perspective of thc<i' 
developing scenario over the next .several 
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year*. Through this, a wide range of view¬ 
points came up before the meeting. While 
this widened the horizon of the discourse it 
also underlined the difficulty of arriving at 
an integrated formulation of how the .scenario 
could be e.'tpected to unfold and what needed 
jj^to be done to bnng it in consonance with 
our vision. That is a task, it was commonly 
agreed, that will need longer and more 
intensive deliberation. 

Vinod Raina of Ekalavya. Bhopal, expected 
that over the next 10 years the polity and the 
civil society will grow more hostile to our 
vision, that the market will be more hostile 
than the state, there will be no jxi.sitt vc change 
in the devclopmeiual thinking of the major 
political parties and that gluhalisulion and 
the market will progressively encroach on 
all people’s spaces. To resist this onslaught 
we have to make use of every available space 
even if it means participation in siaic- 
sponsored campaigns like literacy. In some 
situations like in Kerala the government 
it.self could he prevailed upon to adopt pro- 
people policies as in the lorinulalion ot the 
Ninth Plan programmes Irom the village 
level upwards. But this may not be possible 
everywhere, not even in slates with left paity 
governments in power. Besides, while parti¬ 
cipating in state-sponsored programmes that 
arc |)io-peoplc and also en.ible us to reach 
out to huge masses of people, we iiuist not 
allow ourselves to get co-opted nor give up 
our tunction ot piotcst and struggle when 
needed even il we accept govei nment funding 
lor s|x;cific activities. 

Not all, however, .igreed that co-opiion 
Can he avoided while accepting government 
orforeign funds. They distinguished between 
advocacy and interacting with govei nment 
to intluencc policies and programmes on the 
one hand and participation m implementing 
official programmes on the other. The former 
will not conipromisc oiii position while the 
latter will strengthen processes opposed to 
our vision. 

The importance of the political dimension 
of our task was repeatedly stressed in this 
context. It was pointed out how political 
dcei.sions and administrative .ictions taken 
by the slate defeat and nullify the endea¬ 
vours of groups working to redress people's 
grievances, not to speak of prornuting the 
alternative vision. 'I'hese groups, no doubt, 
score small successes at their level hut the 
total picture continues to be gloomy. In the 
past few years, the vision of the welfara state 
has been discarded m favour of a strategy 
oflibcrali.siition, accountability of state struc¬ 
tures has got eroded resulting m pervasive 
corruption and criminalisation on the one 
hand and denial of information to the pieople 
on the other. Communalism has also re¬ 
surfaced as a major challenge to civil society 
as well as in politics. Uzarumma of Dastakar, 
Hyderabad, however, struck a note of 
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optimism asking that we should not get 
disheartened because we arc small against 
something big and powerful. Wc must 
have the laith, she urged, that if what wc arc 
doing is right it will nut fail to make its 
impact. 

Kishen Patnaik was emphatic that overt 
political action is an absolute necessity loi 
the alternative vision lo make any progress. 
Such action mav not he necessarily under 
the banner of a particular political party at 
least at the present stage iliough Patnaik 
himself works’ilirough the .Samtijwadi Jan 
Parisluid. a political party. 'I'he modalities ot 
political action, the orgunisational siructurc 
to cany on such aiiion. the ulcological base 
lor It need lo be .sciumsly di.scu.vscd. The 
basic oriciilalion has to he lullisi though, in 
Painaik’s view, the present left inthe country 
is already co-opted m the pievailing deve¬ 
lopmental paradigm and polities l.eii itself, 
in his view, needs to be redefined. Il nuist 
be oriented towards the politics ofaltcrnalive 
development and must oppose the present 
lorm of glohalis.iiion and mindless coii- 
simicrism and the.technology associated with 
them. Freedom, sw.ideshi, self-reliance .iiul 
equality and the technology that will sustain 
the.se IS whal we need. Cjlobalisalion in the 
.sense ol people lo people Loiilacls and allying 
with struggles nl the poor and the exploited 
and for ecological i onservalnm worldwide, 
must be suppoited A new mlern:iluiiialism 
on (he basis of'local knowledge, labour and 
le.svuirces has in be [>arl ol the light for the 
alternative model ol development .Such a 
political piogiainme need not be sonielhmg 
lo be pursued by itself but must permeate 
all our existing pioeiainmes ol eon.siaiclion 
as well ;i.s sliiiggics Fighimg communalism 
IS a eliallengc not be viewed as a disiinet 
political programnic hul as an iiitegial pait 
ol the alicin.itive poiiiics 

How do we develop and practice this 
altcriialivc politics .ind piomotc niii visum 
ol development'.' 'loday. there is only one 
model of development hcUirc the developing 
world, that prevailing m the mdiistiiaiised 
world The lorces supporting il :iie global, 
powerful, well entrenched ami lulhless. Their 
ideology has become the leigiiing ghibal 
ideology. The model ol genuine, people 
centred, resource consei vmg, just develop¬ 
ment needs to be von' incmgly placed belore 
the .society. Hiindrcd;. ol aciivisi gioiips all 
overthc country aieiod,iy sill ving.scptiiatciy 
lo piomote such a kind ot development and 
at the same lime struggling against the 
picvailmg destructive kindol dcvclo|)meiit. 
Many of thc.se giotips arc eon.slitiierns of 
somewhat larger aggregates operating undei 
dillercnt labels. These larger aggregates arc 
not strangers to one another but they work 
separately, independently. Their general 
orientation is in a common direction. But a 
generally acccpied ariiculalion ol u common 


vision and a common ideological formula¬ 
tion as a base for their woik has not yet been 
seriously aiicmpicd by them yet Their 
strength in opposing the tones ol the estab¬ 
lishment has remained Iragmenicd and 
therelore tai less effective that it could 
become. 

I'arlicipantsut ihc Khaiidalu meeting wcie 
keenly aware ol this reality and spent 
eonsider.ible lime inexaminmg howto tackle 
tins reality. The urgent need lor building a 
bioad alliance ol as many ol these distinct 
groups and org.misaiions as possible was 
obvious. Why had this not been .lelnevcd so 
far ’ Is It because we li.ive not been able lo 
ideiilily a common enemy'' I’eisnn.ilily pro¬ 
blems, dll Icieiices iii emphasis and working 
siylc.s. dilliciillies in reeonciling llie auio- 
nomy ofaciivisl gioups on iheone hand and 
ihe requirements ol eummoii aeiion pro¬ 
grammes through broad alliance on the other 
and such oilier problems came up in the 
course ol the discussion. A particularly 
.sensitive (|ucsiion was the allitiidc to lorcign 
funding. 

The iiecil lo reach out lo seclions ot Ihc 
.society not directly involved m oui cflorls 
.so l.n. such us the |irolcs.siotials. small 
busincssiiicn and so on was siic.s.sed. Il was 
also Icit dial aclivisis iliemsclves need to 
upgiade iheii own knowledge and skills 
Ihiough mteiaclion with sections luiving the 
rct|uiied knowfedge and skills, such as, for 
iiisiancc.icndeimg lorcoiisiiuci ion and other 
lob contiacts on bcliall ol workers' co- 
opei alives 

The activities ol ihe gioups aie dominated 
by people's h.iidsliips .mil sii iiggles to iclieve 
them. The 'liisas' liial dommale aie ‘veer’ 
and 'k.iiuna' lJunu Roy uiged that we should 
akso give pi.ice lo 'liasv.r and 'picm' rasas 
moiii endeavouisiiiid inieraclioiis. Wc.shuuld 
not always be ligliling something or lamen¬ 
ting sonieilinig hul should til.sii celebrate 
.somcthiiic. sonic impressive aLliievenieni.s 
leeonlcd by some gionps in sonic pails of 
the counliy. Broad .illi.uicc building implies 
su.siaiiied eo-opeiation among groups and 
people and not only oigams.Uinnal but ul.so 
liuman relations aie needed among them '"or 
such siisiamed co-opeiation. What is more, 
such lehiiiotis luive lo he huill on a basis of 
ei|uahly among the gioups and not hege- 
monistic.illy. 

The .‘iOih aiimversiiry ol liulia’s indcpcn- 
ileiicc was eonsideicd by most parlicipunts 
III Ihc iiiccimg as an appropriate occasion fur 
those who arc convinced ol Ihe need for an 
allernative devciopmcni'ii vi.sion and arc 
working lor il, lo raise a combined voice of 
piotcsi iis well as ol celebration all over the 
country on the basis ol a common pattern 
bill not necessarily on a common platform, 
(.'nniinued intensive interaction among all 
concerned tiiid inicrestcd should go on both 
at Ihc conceptual or ideological level a.s 
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well as on operating strategy and action 
programmes. 

Not all questions found answers; all 
controversies were not resolved; all personal 
equations were not straightened out. Quite 
a few of the participants felt that the 
deliberations of the meeting should have had 
some structure, should have focused on some 
specifics rather than been allowed such an 
open, free-wheeling run. But there were also 
those who felt that any predetermined 
structure would have inevitably left out some 
points ^hich participants might deem 
relevant. That had in fact happened on some 
occasions in the past when more or less 


UNITED KINGDOM 

Major’s Last Stand 

Frederic Clairmont 


THE first of May marks the worldwide 
traditional commemoration (but not in the 
US] of the mu.s.sacre of striking unarmed 
workers in Haymarkct Square, Chicago, in 
1886. It was a peaceful march culling for an 
eight-hour working day. 

On that date, however, an election takes 
place ill the UK which no doubt will lead 
to the ouster of 18 years of Tory misrule. 
The protagonists in the electoral game, in 
which the vital intere.sts of the working and 
the bulk of the middle classes arc singularly 
absent, call this a democratic election; but 
this is a gigantic hoax for these electoral 
prizefights do not mirror a basic choice hut 
reflect more than ever the ideological 
embezzlement of bou>‘gcois rule. Indeed, 
what wcare witnessing is a ruthless scramble 
for power between two divergent factions of 
a Tory party: the Party of Capital. 

To brand the ghastly class-polarised, dis¬ 
united Kingdom with its rising tide of 
joblessness, its sordid inequalities, its decrepit 
educational system, its wholly corrupt 
financial and banking system, its massively 
controlled and concentrated corporate media, 
a democracy is to make that word 
synonymous with sewerage. 

What is not so tangible is that British 
pany politics is a one-party state elTectively 
hegemonised by the powers of Big Capital; 
more massively concentrated over the last 
quarter of a century, more grimly un¬ 
accountable than at any time in that nation’s 


similar discussions were organised. The 
question whether such a discus.sion should 
seek to reach on agreement on a specific 
programme of action to be launched 
immediately, generated quite a sharp 
difference of views. But there .seemed to be 
no doubt that at the end of it all, the general 
feeling was that an unusually wide field had 
been purposefully explored, important 
conceptual/ideological as well as operational 
i.ssues had been identified and the ground 
prepared for a more structured examination 
of and definitive formulations on such issues 
in the not too distant future. That, it was fell, 
was no mean achievement. 


lung and .squalid history ol bouigeois rule. 
New Labour for Blair. New Democrats for 
Clinton. Never mind. The hibel on the bottle 
has never been a guarantee ol its contents. 

Why has the wholly corrupt tabloid piess 
given Blair its benediction'.' The entire 
bourgeoisie and that includes the Murdoch 
complex. The l•'ln^uu■wl Times and The 
Efonomist, owned by the Pcai son Publishing 
conglomerate, have become his major 
political pimps. 

“If Chancellor Bismark ever declared that 
I'm doing a splendid job” sardonically 
quipped the great .Social Democratic leader 
August Bebel, "then I know that I have 
committed a crime against the German 
workers”. There are no such qualms of 
conscience that bedevil a rabid oppoitunist 
as Blair, now bulldozing his way to 10 
Down I ng Street. Clause 41 hat once sancti lied 
the faith ol the Labour Party m .socialism, 
in the nationalisation of the means ol 
production, distribution and exchange and 
effective public discourse have been obli¬ 
terated. The Miought of such Ltibour giants 
asRichardTawney(7//t'Ac</«/.v/rii't'S’fjcic/v) 
and Harold Joseph Laski, as well as the 
social and political goals and memories of 
the struggles of the tens of thousands of 
Labour militants have been ditched. 

At least his opportunism has its merits for 
it cx|x).ses, as that of Clinton and his New 
Democrat thugs has done, the hypocri.sy of 
class rule; and the most sinister forms of 


exploitation of the British ruling class. Blair 
is part of the game; he is part of the thuggery 
and racketeering that endorses every species 
of financial skulduggery; it matters little that 
he calls them by othersweei-sounding names. 
But a name change will not alter the essence 
of a casino paradise. Well could Margaret. 
Thatcher exult, as she did in the case of 
Gorbachev, that Blair is a man with whom 
she could always do business. 

It is irrelevant if you prefer to label it 
restructuring, liberalisation, privatisation or 
any ol its other alibis. The upshot is identical: 
the accumulation of wealth in the hands of 
a smaller .and smaller clique of big money 
operators and social parasites, and mounting 
misery and insecurity for larger and larger 
numbers. The beggars, the destitute and the 
homeless and the millions mired in des¬ 
peration and despair arc more conspicuous; 
to the merit of the ruling caste oligarchy 
represented by the Tory junta and its 
parliamentary gimmicks and comnen there 
is no pretence ol concealing these human 
wrecks. 

Nor IS there any pretence to mask the < 
raging tide of racism that has scaled 
dcvastatingly destructive proportions. But 
that too IS part of the grand cclchratiun of 
the Tha'.choi niiniclc, which Blair inhents 
and no doubt is set to perpetuate with his 
pathetic whines. 

Bourgeois politics whether it be in the 
victory ot a 'Yellsiii. a Clinton, a Kohl, a 
Chirac atid now a Major is about money. 
Very big money who.se lumibcrs ate reckoned 
m billions. Bourgeois elections and their 
promoters have always been paraded as ‘the 
right to chiHisc’ as the advertising moguls 
proclaim. This is electoral fetishism at its 
best, laird McAlpine. Tory treasurer, heir to 
the biggest British construction dynastj’. 
rai.sed KXImillion pounds he tells us between ^ 
1975 and 1990. Only'.' Where did this pile 
come from? Were these mouth-watering 
‘donations’ tax deductible'’ These are not 
questions that arc part of a ‘democratic test. 
The truth is that big meney and honest |xililics 
serving the interests ol working peoples are 
simply incompatible. 

“When a big money man gives you a 
political handout understand that your 
survival IS at stake. To keep the cash fiowmg 
you’ve got to give him the goods in return. 
That is the first, and as I sec it, the only 
uh.solule law of ptilitics", pontificated the 
racketeer Louisiana governor. Huey Long. 

Tory politicians with few exceptions, and 
this applies to an increasing extent to their 
labour pals, are marketable commodities. 
Faithful to the Huey Long tradition they 
dispen.se their services to the highest bidder, 
as their Congress cronies do in India. This 
is amply confirmed in the now familiar rubnc 
of ‘sleaze’ that has entered the English^ 
language. Over 90 per cent of Tory politicos. 


The election on May / will no doubt lead to the etui of 18 years of 
Tory misrule. But the electoral game, in which the vital interests of 
the working class and the bulk of the middle class are singularly 
absent, represents a ruthless .scramble for power between two factions 
of the Party oj Capital. 
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their wives and families, are connected to 
The Qty. and figure prominently in corporate 
boardrooms. Their pickings are lush; their 
lavish lifestyles, with little or no concealment, 
arc demon.sirable proof. As are (heir scams. 

The Tory party has always been 
^ #aditionally blessed by the largesse of 
national and international capital; they arc 
the embodiment of capitalistintcrnationalism 
par excelUmre. Capitalist.s of all colours and 
all countries have poured hundredsof millions 
of pounds into its political maw. Few arc 
privy to the provenance of these ‘bene¬ 
factions' as they are branded by lubricitou.s 
Tory apparatchiks. .Such handouts, in 
conformity with the Huey Long principle, 
predate of course 1914, underscoring 
tunelessly the imbrications of the economic 
and political engines under capitalism. 

The reality of non-accountability ai Ihe 
national and global level is partnered by a 
veil of solid mafia-likc .secrecy at the .summit 
of the party pyramid. Shrouded in the depths 
of obscurity was the fuelling of the Tory 
machine by the CIA working through a wide 
spectrum of straw companies. 

During ihe high noon of empire, the Tory 
apparatus was systematically gicased by 
Afiicaniribal chicis, Hong Kong capitalists, 
old and new. most of whom owed their.sialus 
.aid lu.scious commercial pickings to Briiish 
I tiling class dispcn.sations .Such loyally w.is 
tahiiloiisly repaid. Other souiees coinpiiscd 
the gargantuan funding by South Atiican 
miiiiiig. banking and indii.strial colossi, not 
least Ihe Op|x;nheimcrs. 

It is this self-reinforcing network which 
illuminaics - apait from irrepressible Tory 
hatred tor blacks and peoples ol colour - the 
robust defence ofThaicher and her handlets 
for apartheid South Alrica. Understandably, 
.she wasdtily rewaided with Pretoria’s highc.st 
honours; and no doubt much else besides. 
Also, one o'' the most lavish ‘bankrollers’ 
in Tory lingo was ihc Nizam of Hyderabad, 
the Indian princes and a wide assortment of 
sultans in southeast Asia, notably Malaya - 
in short the most repicssivc and grovelling 
(|uisling,s of empire. 

The pathology ofcorruption that permeates 
every nook and cranny of British .society is 
not the only background against which the 
election and its outcome must be analysed. 
The election indubitably will catalyse forces 
that arc beyond their control. Symbolically, 
the last great pillar of imperial power will 
be pulled down on July 1.1997. Thelibcralion 
of Hong Kong marks a dcf;isivc loss for the 
prestige of the Briiish ruling class, but no 
less salient is that the privileged position of 
British capital will rapidly wilt. • 

The present election must also be seen 
within the context of the decline of Britain’s 
industrial power in relation to the world’s 
leading 17 capitalist countries. As The 
Financial Times noted, the UK’s relative 
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decline was halted in the 1980s and 1990s. 
Yet this was not because performance 
improved but beciHisc the pace of its com¬ 
petitors decelerated. Growth remains well 
below levels attained in the 1950s and 1960s. 
One of the biggest of Thaicher’s crimes is 
that they contributed directly to the nation’s 
industrial genocide and tlic mass takeover 
by foreign corporations of many key sectors 
of British financial and industrial capital. In 
short, the economics of whal to invest, where 
to invest and in the inicrest of whom it is 
to be invested is being made by the trans¬ 
national coiporaic gulag whose power and 
profits are hcybnd ihc control of the British 
people, o.stcnsibly legitimised in parlia¬ 
ment. A process which no doubt Ihc Rule of 
Capital heralds ;is globalisation’s ineluct¬ 
able triumph. 

It is no less symlHilic of Ihe UK’s plunge 
that Vickers, Rolls-Royce parent company, 
will be peddling the company to the German 
BMW, Such is the l.itc lhal ripped asunder 
the once crowning glory of the nation’s 
technological leadership in the automobile 
industry. The coiporation lhal once gloated 
that “it built Ihe world’s best molor car” has 
been fleshed by iis German and other 
competitors m price, styling and lecimology. 
Its present sales (1,700) have almost halved 
since 1990. Theonc-iiiiie pride of empire has 


been reduced to the status of a dinosaur. The 
British auto industry has been killed. 

The election coincides not only with the 
irreparable loss of empire in Hong Kong but 
also with the foreseeable shrinkage of the 
geographical bounds of the UK it.self . The 
outcome of the election is preceded not only 
by the liberation of Hong Kong but will no 
doubt be Iniiled, in short order, by the no 
less crucial liberation of Scotland and Wales 
who.se nationalist dcnuK-ratic thrusts have 
attained renewed potency in recent months. 
On that score, the electoral Punch and Judy 
show of Tweedledum and Twcedledcc will 
prccipiiate changes ihai none ol Ihc 
proiagomsis envisage or desire. 

In Ihe twilight of the Victorian era, when 
British hegemony was fii.si aggicssively 
challenged by its imperialist rivals, the 
compulsive imperialist that was Lord Alfred 
Tennyson lugubriously asked m a twinkle 
of agonising inlrospcclion; 

Alt' there thunders moaning in the distance? 

Arc there spectres moving in the shadows? 

Yes iliere arc, but Ihe thunders and the 
lighining arc no longer in the distance, and 
Ihc gi immest of economic and social spectres 
ate in waiting for Hlair and his coterie who 
no longer will be in the shadows but in the 
gathering epicentre of the firestorm. 


M S SWAMINATHAN RESEARCH FOUNDATION 

MSSRF is currently looking for outstanding and active scholars for 
the following two Chairs. 

1. Smt Uttara Devi Chair in Gender and Development; 
Responsibilities include providing leadership to the MSSRF Resource 
Centre in Gender and Development and in internalising gender 
dimensions in the different programmes of the Foundation such as 
biovillages, biodiversity and ecotechnology. Gender aspects of culture 
and communication will be of special interest. 

2. Shri B R Barwale Chair in Biodiversity; Emphasis in the 
programmes associated with this Chair will be on the revitalisation 
of the in situ and on-farm genetic resources conservation traditions 
of rural and tribal families. The Chair will also head the MSSRF 
Technical Resource Centre for the implementation of the Equity 
provisions of the Convention on Biological Diversity, 

Candidates should, in addition to a doctoral degree or equivalent 
professional qualification, nave at least ten years of work experience 
in an academic and/or activist setting and a record of quality 
publications. The positions will be on 3 year renewable contracts and 
on negotiable terms. 

Interested candidates may apply with complete biodata (including copies 
of important publications, and names, addresses and contact telephone 
numbers of three referees) to Manager (Personnel and Administration), 
M S Swaminathan Research Foundation. Taramani, Chennai 600113, 
by 15 June 1997. 
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PERSPECTIVES 


Urban Planning by Objectives 

Shirish B Patel 


Urban planniitf! is not an extension of architecture, but requires the 
co-ordination of a wide variety of skills and inputs. Most importantly, 
planning is meaningle.ss unle.ss it is firmly linked to implementation. 
The planner’s best course of action is to set the objectives of his 
plan, and use these to determine policy initiatives. /4.y events occur, 
and development takes place, new initiatives may be called for, .so 
that the original objectives continue to be pursued. Without such a 
process of continuous readjustment, in re.sponse to a changing 
environment, the original objectives stand little chance of being 
realised. After suggesting how the urban planning process should 
he conducted, the author concludes with the changes in law that 
are required. 


I 

WHY is it that whenever an urban plan is 
taken up fur revision, say 2U years after the 
last plan was published, the first reaction of 
the current planners is one of clucking in 
disbelief and shaking their heads i n reproach 
of the earlier planners, whose predictions 
and forecasts of the futuic have turned out 
to be so widely off the mark? We lind that 
as a result of what has happened in the 
interim, the reality differs diastically from 
what was anticipated. 

The important question is, why? Were 
those planners less intelligent than we arc 
today? Did they have less powerful tools 
than arc available to us now? I would like 
to argue that the problem is not with the 
planners, or their equipment, but with the 
way they went about their task. 

An architectural {or engineering) project 
begins with the client providing a design 
brief. He spells out what he wants, and 
indicates any time or budget constraints . The 
designer’s job is then tocxplore aliernativcs. 
and come up with the solution that bc.st I its 
the client's needs. If the designer can meet 
all these needs, and then go beyond that. and 
provide a solution that does something more, 
by way of bonus, such as an unextiected play 
of light and shade, or a form that has unusual 
aesthetic appeal, then we have the seeds of 
great architecture, or great engineering, as 
happens sometimes fur example in a bridge. 
Too often, however, we have designers 
pursuing the bonus, and neglecting the basic 
needs, and then what results is ol more 
doubtful value. 

When this kind of designer’s approach is 
applied to urban planning, the first thing the 
designer demands is a clear and detailed 
hnef. He must have a full spelling out of 


what the population will be in 20 years’ time, 
how it will be divided into different .socio¬ 
economic groups, a prediction of transport 
demands, and much other information about 
the likely composition of the urban area 20 
years Irom now and the likely behaviour of 
Its citi/ens. He needs forecasts, from 
demographers, economists, transport 
plaimeis, ,sociologtsts and others. Then, and 
only then, can he begin work, and deliver 
a design (the land-use ma|)) which satisfies 
the design reqiiireiiients. 

There arc two assumptions here, both 
fiindamcntally Hawed. The Ijrst is that 
someone, anyone, can reliablj) predict what 
the urban area will be like 20 years from 
now. I'hc other, equally uniealistic, is that 
a land-u.se (ilan with its zoning regulations, 
and Its accompanying Development Control 
rules, is an adequate mechanism for managing 
urban development: that these negative 
controls alone arc all that is needed to ensure 
a .stately progression towards a conlidcntly 
predicted liiture. 

Since both assumptions arc basic to the 
design, and since both are wrong, the only 
possible outcome is that however the urban 
area develops, it will certainly not develop 
into what was predicted it would be. 

There are loo many players on the urban 
scene, and too much that is happening that 
IS outside the urban planner’s control for him 
to be able to m ke reliable predictions as to 
what the future b.olds. First, the national 
economy, rcs|X)nding to internal and cxtei nal 
influences. Next, technological break¬ 
throughs. producing new ways of dealing 
with lamiliar problems. Then, new concerns 
that ari.se, with legardtoecology torexample, 
which did not exist earlier. In effect, new 
problems, some of which may alter the course 
of urban development. Moreover, a large 


number of government and other autonomous 
agcneics, answerable only to themselves, or 
to some remote authority, but certainly not 
the urban planner, each taking its own 
decisions, which ncvcrtheie.ss significantly 
impacts the urban situation. Finally, 
corporations and individuals, taking their 
own decisions about how much to invest and 
in what kind of enterprise and at what precise 
location, each stich decision producing its 
own spatially-differentiated demands on the 
urban infrastructure. 

Our legislation requires that the urban 
planning exercise finally yield a land-use 
plan and its accompanying Development 
Control regulations. These are to be pub¬ 
lished, public objections heard, and then 
mcxlilled and released as a final and binding 
set of dociimenis that will govern develop¬ 
ment until the next revision. Nothing further 
is called foi, in law. Unfortunately, this 
usually leads planners to the erroneous 
conclusion that nothing furtheris necc.ssary, 
in real life. 

In architeciiire, or engineering, the end 
result is a product: the design, which will 
be eventually converted into its .l-D full- 
scale representation. Urban development, 
by contrast, is a proce.ss. The urban plannei 
should recognise this, and do what he can 
to manage the pitjccss. It is ,in unusual 
process, unlike industrial processes, in the 
scn.se that the outcome of the process is 
unknown. We do nut know what kind of 
jiroduct w'e will have at the end. All we can 
do is try to define .some of its qualities 
Indeed, there is no final “pnKluct", in that 
there is no discernible end to the process. 
The process is continuous, never-ending, 
and all we cat’ say is that at each stage we 
have a product, an evolving product, whose 
qualities we are trying to control. 

One other problem with urban planning 
which is directed towards delivering a prtxliict 

- the vision of the city 20 years from now 

- is that it IS ba.scd on projections of existing 
trends. Not all of these arc desirable trends. 
To base your vision of the future on lhe.se 
trends means, in effect, that you will not 
attempt anything that disturbs these trends, 
because that would lower the likelihood of 
yourachicvingyouriargct ’vision’. Iiicffcct, 
urban planning is then reduced to cosmetics: 
a beautification of the inevitable. 

II 

An alternative approach to urban planning 
IS as follows. It IS based on the premise that 
planning should not be looked at as a problem 
ofdefining an end-state or/imditcr, followed 
by .setting out rules which hopefully will 
result in that more nr less precisely defined 


823 


Rconomic'and Political Weekly April 19, 1997 




end-state or product. It should be thought 
of instead as an ongoing p/ncm. 

With urban planning as a process, the 
starting point has to he stock-taking. Where 
are we at now, and what arc the current 
^ trends towards change? Who are the 
signiricant players, and what projects do 
they have in the pipeline, or even in their 
dreams? What amounts arc going to be 
invested in the foreseeable future, and at 
what locations? 

Next, the urban planner needs to be clear 
in his own mind as to what he wants to 
achieve. Call this a vision of what he would 
hke the urban area to become. I le must take 
care to make this a comprehensive vision, 
transcendingdi.sciplmary boundaries. In lact. 
he should take particular care that his own 
parent discipline does not exert an 
exaggerated inlltiencc. If he is trained as a 
designer, torin.stance. it is important that the 
visual and sculptural constituents in his vision 
of the luiurc are nut more imporiunt than, 
say. travel times, or the socio-economic 
constitutionofdifferciil neighbourhoods. His 
vision should derive from a worm’s cyc- 
view ol the town or city, as experienced by 
ordinary citizens, with their predilections 
.ind concerns, and not as perceived by 
professionals with his own background. 

One may well ask how this vision differs 
from the earlier notion ot an end-state ot 
product. The dilfcicncc is that the earlier 
vision resulted in the ileliniiion of a final 
product. The .sugge.sted approach results in 
a .statement of objectives. 

.Motice first that the vision that re.sults in 
defining objectives is not a physically piecisc 
vision, though it may be perfectly prcci.se 
in other ways In this it is quite unlike the 
earlier vision of a final product What we 
now have instead is a vision of the alinhiiirx 
of the future city, not yet hardened into 
physical images 

To take the example of Navi Mumbai 
when planning lor it .started a little over 25 
years ago, we miglf begin by saying that 
our overall objective is to have a city that 
IS a pleasure to live in, for people Irom all 
walks of life, and belonging to different 
itKomcgroups.This leads iistoa multiplicity 
of further objectives, and let us .say that one 
of thc.se is to provide secure housing for 
cxeryone in the city: not ‘picca’ housing, 
because this is unaflordablc loi the poorest 
income groups, but certainly sitc.s-and- 
services. where each family has rights of 
tenure on a plot, is provided with water 
supply and sanitation, and gradually, over 
time, iLS that family's means allow, it is able 
to improve the construction to a more pucca 
form of perhaps ground and one upper lltMir. 

Let us say that another objective is to make 
the city attractive to young professionals. 
What are the attributes of a city that is 


attractive to young profe.ssionals? Tltc first 
question is one of size. Here, contrary to 
romantic notions that the smaller the city the 
happier its citizens. I would like to cite the 
results of a study carried out many years ago 
by the BBC and reported in its magazine, 
Tlir Uswner. On the assumption that a city, 
to be attractive, must provide a young 
professional with 20 mtere.sting friends, the 
question asked was. What size of city docs 
one need to provide 20 interesting friends? 
The answer was: tine million. ,So the first 
attribute of mti city to attract young 
professionals has to be that they li vc i n nodes 
of sufficient si/e, with good transport and 
telephone communication with the rest of 
the city. Furthei attributes might be: 
comfortable and reasonably priced housing; 
reasonable commuiing distances to work; 
good s|torts and oilier recreational facilities; 
good hicilities for music, theatre, dance; and 
so on. 

Where do such statements of objectives 
and attributes finally take us? In the case ol 
housing for all income groups, and based on 
the socio-economic piofiles wc draw for the 
population based on old Mumbai, in Navi 
Mumbai in the early 1970s we are led to the 
conclusion that onc-ihird of the housing in 
the city will need to be siies-and-services. 
This has two major implications. Fii-st, that 
in the physical planning of each node, wc 
must ensure that Iheic is sufficient land .set 
aside in each node for such sitcs-and-scrviccs; 
and second, that we mu.st price our plots m 
such a way that the prtKccds rcah.scd from 
the sale of liighcr-incomc plots is used to 
finance infrastructure construction for the 
siies-and-services, where plots are sold at 
prices aflordabic by the poor; inollier words, 
wc need a system ol cross-subsidising plot 
sales. Contrast this with what has actually 
h.i|)pcncd in Navi Mumbai in the last 2.5 
years. Plots have been auctioned with a 
view to maximising revenue, as any builder 
would do, wiihotii keeping sight of the 
fundamental, original objective of en.suring 
housing for all. 

Sitc.s-und-serviccs ncce.ssurily implies a 
low-rise, sprcad-oui development. One of 
the penalties one pays lor such development 
IS that irans|)ori di.stanccs within the city 
become longer. It becomes all the more 
necessary to have cheap and last transport. 
'I'wo lurther objectives emerge: the need lor 
rc.served cycle tracks, so that cyclists can 
move altout free ol the hazards ol motor 
traffic; and the need tor special bus lanes, 
reserved exclusively lor buses, where buses 
can attain speeds which are not possible in 
mixed traffic conditions. Both thc.se objec¬ 
tives. too. were part ol the fust Development 
Plan published in 1973 by CIDCO. 

To press our example of Planning by 
Objectives lurther. let us say that one of the 


many attributes we desire is 'an outstanding 
schooling system’, with itsderived attendant 
attributes ol schools that arc run by 
orgitnisations with gttod reputations; schools 
that arc adequately funded, perhaps 
indirectly, by the general surrounding 
population; schools that have generous 
playgrounds; schools that arc not too large; 
schools that are physically well-distributed 
over the planning area; and schools that arc 
housed in airy, well-lit buildings ol modest 
height. This IS diticrent Irom the c.'irlier 
product-vision because we do not know (or 
caic) exactly where each school will be. By 
contrast, in the product-vision wedelei mined 
precisely the location and area-reservation 
for each .school, but left imexpres.scd our 
view (if wc had one) ol the quality ot (he 
schooling system, of how it might be funded, 
and niuch cl.se besides. 

The planner now has two basic sets ol 
inputs. One is (he existing situation, players 
and ticnds. The otiici is his own statement 
of objectives. He may need additional 
iniorinaium to clarity uncertainties, and to 
better cope with giey areas. To do this, he 
may need to commission specific studies. 
The explicit purpose of such studies should 
be to improve the quality of the planner’s 
ba.sic inputs. 

The next step is a plan ol action towards 
achieving the planner’s objectives. This 
should result in a senes of specific action 
points. These arc actions that either the 
planner must undeitake, or that are to be 
iindeitaken by others. If by others, it still 
remains lor the planner to stimulate, 
encourage, persuade or harass them into 
taking (he appropriate actions. 

Given the complexity of urban 
development, (hcic will usually be a very 
long list ol .iciions to be taken up, and the 
planner’s first job, alter li.stiiig all the action 
points, IS to place them in some order of 
priority 1'his is a considerable exercise, and 
will usually involve some lorm of cost- 
benefit analysis, however crude, to decide 
where available rc,suuiccs are best first 
expended. By re.sources we mean money as 
wcl I as personal energy Some projects which 
arc high on the planner’s list may stand a 
pool chance of being started, for a variety 
o' reasons: the agency responsible for 
executing it may he tinintcie.stcd; or there 
may not he funds assigned or .issignable to 
that project: or (here may be public or political 
hosti I ily to be overcome. This does not mean 
such projects should lie neglected. Instead, 
the planner should think of ways and means 
by which these projects could be accelerated, 
and should work tow.irds that end, long-term 
though the (ask may be. Correspondingly, 
othei projects which are low on the planner’s 
list may be close to implementation, for one 
reason or another. As long the execution ol 
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such projects does not run counter to the 
planner's vision, they are best not opposed, 
and should be allowed to progress, since 
they need nothing from the planner other 
than benign neglect. It should be undcrst(M)d 
that urban development runs an uneven 
course. The planner i.s one of many 
participants in the process. His influence is 
limited. What he needs above all is clarity, 
to decide where such inllucncc as he can 
exercise should be exerted. 

To return to our example of the .schooling 
system, the quality of which occupies let us 
say an important place in our list of objectives. 
What are the action points that result from 
this particular ohjecuve? These will vary 
depending on the coiiicxi. but i f we consider 
Navi Mumbai as it was 25 years ago, the 
action points in that ca.se might include the 
following; 

* identify the orgntiisalions that run gooil 
schools Ask them what they want, and 
persuade them to extend then operations 
to the new area. 

* .Set up a school-support lund. and deposit 
in it a tixed proportion ol all revenue 
earned from land sales. 

* Dcvclnpguidclinesforgo(Hl.scli(K)ldesign. 
Determine optimum and likely class si/.es, 
built-up floor area and playing area 
requirements per student, other lunction 
and service area rci|uirenients. the 
maximum number of Hours, and so on. 
The idea is not to lake over the archiicci tit al 
design of every school: this will be 
managed by the organisation that 
undertakes to .set up and run the school. 
But having a clear notitin of a good set 
of norms to apply will help in framing 
building rules and approving final plans. 
There may be many more action points 

resulting from this one objective of a high- 
quality schooling system. Those listed above 
are illustrative of the range of aspects ol 
development that the urban planner 
needs to consider. Notice that they im|ily a 
work content lor the planner in the years to 
come that is very different from the work 
content he can anticipate with his product- 
vision. 

As the future unfolds, die planner will I ind 
that even when his objectives remain largely 
unchanged, his list of action points is 
continuously changing. So is their relative 
position in his list ol priorities. New 
opportunities that arise must be seized. Some 
action points may he no longer relevant and 
needtobediscarded. Some will have already 
resulted in movement in the direction the 
planner desired, and need to be replaced by 
a different .set of follow-up actions. 

And of course the objeciivcs themselves 
will undergo change, albeit over a longer 
lime span. New concerns may arise that did 
not exist earlier. Technology may advance 


and suggest both new goals and new ways 
of reaching old ones. In particular, what is 
happening on the ground may show .some 
of the earlier policy iniliaitves to have been 
inadequate, or even wrong, and that these 
need to he corrected. 

Above all, the planner must retain 
flexibility, so that in view of development 
us it occurs, he cun respond with changed 
rules and changed plans, .so that further 
development is in con.sonance with his 
objectives of wluit the urban area should 
eventually become. Urban planning is thus 
ncontinuous, never-ending, open-ended and 
llcxihlc prticess, with the urban planner an 
active participant influencing ongoing 
development. It is not an cxcrci.se to be 
earned out once every 20 years, to produce 
plans and rules that remain lumliered until 
the next revision, regardless of what is 
happening to (he urban urea in 'he interim. 

Urban planners with an aichiteciural 
b.u'kgroundarcircqucnily prcoccn|)ied with 
the ‘image’ of the city, with a desire to place 
major institutional buildings pi’ominciUly, at 
Ihe ends ol avenues for instance, and to 
inifiosc a g.-'and and unifying architecliiial 
order on the urban scheme ol things. There 
IS nothing in the incihud oi I’lunning by 
Objectives tiiai precludes this. It is one more 
objective, and it is loi Ihe planners to decide 
where It stands in the hierarchy ot objectives 
listed by priority. Certainly every lime a 
siiiiahleopporumiiy prc.senis ii.scif to satisfy 
llusparticularrcquneincnl.thcplaiiiicrshould 

.SCI/.C It. 

'I'hc 1 n ijtl teal I oils o f Plamn ng by Object I ves 
arc diflorent in a virgin area, such as Navi 
Mumbai was and still largely is, and m a 
moic heavily built-up silu.Uion .such as 
('neater Mumbai. There arc inijiortanl 
dilTcrciKes also in legard to bind ownership, 
and this will inevitably aflcet the way a 
plamici can work. In Navi Miiinh.ii a llcxible 
and opcn-eiKlcd appruacli would mean for 
es.imjilc a commiiment to a husic 
transjiortalion skeleton, connecting the 
obvious points of dcmiuid, both cxi.sting and 
clearly aiiiicijiaicd, such as the location of 
a tiilurc .iirjiorl. At this stage, lilling in the 
details shoukl not be nltemjited. Hut the 
planner should push for implenienlalioii of 
the basic skeleton, with ample margins for 
cxjiansion. Since in llu.s case the planner’s 
vision of his luture city will have led him 
to a view of dc 'ciojUTicnl clusieicd around 
‘nodes’ - the railway stations on his 
transportation network - with generous green 
spaces between nodes, he should select a few 
nudes for immediate development, and 
concentrate whatever resources he has on the 
quicke.st possible realisation of ine.se nodes. 
This has the merit that development will 
remain focused, and the nodes selected for 
action will rapidly achieve a sixe that gives 


living in tho.se nodes an urban feel without 
compromising access to the open spaces 
clo,se by. 

This is clo.scr to an immediate action plan 
than it is to any kind of long-term 
commitment. It therefore calls for frequent 
revision, perhaps once every five years, not 
every 2(1 The next action plan might ojficn 
up new nodes, and the content of ihc.se nodes 
may well be different from the earlier 
development, depending on how the situation 
has changed and what is the nature of current 
demands. The new plan will also take into 
account mistakes made in earlier work, to 
ensure these are not repeated. 

It may equally happen that some of the 
carl icra.s.sumptions are proved to be i ncorrcct. 
A good example of this is the location of 
a.second airport in the Mumbai Metropolitan 
Region. Earl icr studies showed, for example, 
that the oii/v possible location was Mandwa- 
Rewas, given the lequircmenl of placing two 
parallel runways a mile ajiart, within a take¬ 
off and landing ‘limner unobstructed by 
hilly terrain. More recent technology, let us 
say, now open.s up other po.ssibilitic.s. Aiicraft 
no longer have the limiialtons of earlier 
aircraft. Other possible airport locations can 
now be considered. A fresh study might 
reveal boner sites, not encumbered with the 
requirement of an exjiciisivc bridge across 
Dharamiai Creek, .ind possibly closer to the 
heart ol both Old and Navi Mumbai. Let us 
say we now have thiee jiossible airport sites, 
and no idea as to which one will liiiallv be 
sciccled - who knows what political pulls 
will be exerted, and wbeie the linal choice 
will fall, or indeed whether there will he a 
sccoiul airport al all. Rut wh.at is quite clear 
i.s that we need a revisitin of our basic skeletal 
transput t system, to accommodate wluchcvci 
site finally pievails. Because ol our open- 
ended approach this is still posstlile. and. 
indeed, in view ot the altered cncumsiances, 
necessary, 

.Such open-endedness as is [Kissiblc in the 
case of Navi Mumbai may not be possible 
in Greater Mumbai. In that case the effort 
should be to keep the planning as open- 
cuded as is possible in the ciicumstunces. 
One example is in regard to land use. Why 
do we need to specify exactly which plots 
arc residential, which commercial. and which 
precise plot IS to be icscrvcd for a school 
or a park or the land needed tor sites-and- 
scrvtccs to house the very poor’.’ The exact 
liKution of these often haidly matters, as 
long as they are within a particular precinct. 

This means that we first divide the total 
planning area into a number of precincts. Let 
us suppose that within each precinct we need 
one school plot. Wc have 26 landowners 
within this precinct, Mr A to Mr Z, and they 
have different sizes of land holdings. We 
have named the plots such that A is contiguous 
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with B, B with C, C with D and so on. We 
find that foraschool plot we need A-(-B-t<^+D, 
orEalone.orF^G. H isunavailablcbccau.se 
already built upon. We cannot u.se I or J or 
K or L because they arc topographically 
unsuitable. But M+N is all right. And so on. 
The whole precinct has thus been subdivided 
into a number of possible school plots, 
respecting as far as possible existing plot 
boundaries and existing consinictions. 

Next, we auction the rights to residential 
and commercial development, either 
gradually over a period of time, or rapidly, 
depending on circumstances. We may, if we 
so desire, limit the exient of commercial 
development within a precinct, although I 
find it hard to understand why one would 
want to do this: why not let the market 
decide? We might even permit mixed 
residential and commercial use within the 
same building: there are enough examples 
of such buildings working very well in 
Mumbai. Notice that with this approach the 
plannci has not arbitrarily decided who 
de.servcslhe windfall ot havinga commercial 
plot, who is lc.ss fortunate in having only 
residential use allowed, and which 
unfortunate owner will have to give up his 
plot for a school. We arc auctioning the 
rights on a tirst-comc first-served basis. The 
plot that finally remains is then rc.scrvcd tor 
the school. The owners arc appropriately 
compen.satcd using part of the amount realised 
from the earlier auctions. 

In this way we can realise our objective 
of construction that satisfies local demands 
while retaining the requisite content of lands 
for public and common u.se. The example 
cited above is simplified: in practice one 
might need to consider within a precinct not 
just a school plot, but also perhaps a park, 
and a sitcs-and-services development. We 
might call these all together 'public plots', 
and the mechanism described abttvc is u.scd 
to establish which become public plots and 
which plots arc privately developed. 

One of the significant advantages of a 
more Irequeni review of the direction in 
which urban planning is taking us is that 
more frequent and meaningful public 
participation becomes possible. This can 
provide ti.scful planning inputs. It can also 
provide public support for what is being 
attempted. And if there is transparency in 
the planning process, the public serves as 
an independent source of vigilance to ensure 
that the planner’s intentions are not fm.strated 
by covert political or adminustrativc actions. 

Before we close this discussion on what 
Planning by Objectives is all about, it may 
be useful to look at the example of Curitiba, 
a town in Brazil, where Jaime Lerncr, an 
architect, has been twice re-elected to run 
the city and is now state governor.' Curitiba, 
population 1.5 million, has the same problems 


as any other Brazilian or third world city, 
the same shanty towns and poverty. Lemer 
says: "The diffciencc is in the respect for 
people, the qual ity of service provided. People 
ieel part of the city, they belong to the city, 
they arc proud ol it and responsible for what 
happens”. Lerner's creed is revolutionary: 
"The poorer you are, the belter the .services 
you should have”. A subway system was too 
expensive for the city. So Lerner's planners 
identified what made an underground system 
fast and they applied this to the bus service. 
Huge red articulated buses run speedily up 
special lanes, stopping at tubular steel and 
glass stations where pa.s.sengers buy tickets 
before boarding. Asthey stop.ramps descend 
from their doors and boarding time is 
minimi.sed. Neat little lifts in the pavement 
rai.se handicapped passengers to the platform. 
The city has an efficient, pas.senger-fricndly 
servicethat makes London seem antediluvian. 
Bus jams never happen, vandalism is 
unknown. “People don’t vandali.scit because 
they like it. They led respected, they show 
respect”. 

Curitiba has other valuable innovations 
that .set an example for urban planners 
everywhere:’ 

* an exchange piogramme where anyone 
who brings in a sack of garbage is given 
foixl in exchange; 

* purely pedestrian streets in the heart of 
the city where, contrary to the abutting 
shopkeepers’ initial apprehensions, their 
business has increased and nut worsened 
as a result of pcdestrianisatioiv. 

* a procc-ss whereby hawkers arc expected 
to form as.sociations. which ihcngi vceach 
hawker a licence number and which 
negotiate with the city authorities. As a 
result, certain areas are designated for 
hawker use during specified weeks ol the 
year. In other weeks, the hawkers move 
to other locations. Thus hawkers do not 
become permanent at any one location, 
and yet the service they provide is available 
to citizens. 

This is urban Planning by Objectives in 
operation. It avoids an obsessive concern 
with land-use planning and Development 
Control rules and focu.ses instead on 
identifying the most important urban 
problems and solving them. It also shows, 
incidentally, that if the Planning-by- 
Obiectives planner is to be effective he must 
be close to the centres of power, where 
decisions arc madcand effective action taken, 
at or near the interface between administ¬ 
ration and politics. 

Ill 

Where docs this leave the land-use plan 
and its Developn’‘5nl Control rules'* These 
are what our law requires, and it is on the 
immutability of thc.se that the success of 


“urban planning” is supposed to depend. 
There are .several things to recognise here. 
First, laws arc man-made, and intended to 
.serveaspccilic purpose It they are iiuKlcquale 
toservethat purpo.se. they should hechanged. 
It IS for the uiban planner to suggest ihc 
changes. Second, let us understand Ihc intent 
of the present land-use mapping laws It is 
to promote orderly development, and to 
inlorm Ihc public in advance of the planner's 
inlcnlions. .so that nb|cclions can be heard 
and the plans modiliC(.l il necessary before 
they become binding on all loncemcd This 
purpo.se of “Ireezing” the plan is to leave 
no scope for political oi bureaucratic 
arhilrai'iness Ihereattci. as a means ol 
safeguarding the interests ot the public Too 
bad it, a few years down the line, with a 
changed environment, the picscriptions of 
the earliei plan are seen to be damaging. 
Nothing can be done uniil the plan comes 
up for revision. 20 years tiller the original. 
Third, one set ol Control rules governs 
development over the entire urban areti. Wc* 
should note that the law does not leqtiire this. 
What IS required is that theic should be no 
arbitrary and in.lcfensible diseiimination 
between one set ol landholders and another. 

With rcgaid to Development Control rules, 
this IS what Ihc Urban Land In.slitulc of 
Washington, DC has to .say:’ “Since their 
inception, development regulations htivc 
shaped the physical appctirtince ol the city, 
cither intentionally oi uninicnlionally.. the 
person who draws up Ihc cikle may wield 
more power over building design than the 
architect.. ” The iinpoiiance o( these rules, 
and the ci iiical role they play in determining 
the form of uihan development, is barely 
rccogni.scd by urban planners, or indeed 
architects in the cities they work in. The 
sircctscape in F’aiis ditters from the 
.sircetscape in New Yoi k, which dificrs from 
that in Mumbai, and in each case il is the 
rules goveining building consimction that 
produce the dilleience. In Pans you build 
right up to Ihc sale boundary ol your plot, 
and abut your neighbour. You have no choice 
in regard i o side open space (ii must he zero), 
and no choice in regard to the precise level 
of each tlixir. In New York you need the 
fire escapes that characlcri.su the btiilding.s. 
In Mumbai each plot now is a compound, 
with piivale parking m the compound, and 
open spaces all round Admiration fur the 
built form ot the Ballard Estate development 
(which, incidcninlly, has practically the same 
ratio overall of built Moor space to precinct 
area as the Nariman Point development) has 
not rc.sulied in a set of rules for any new 
precinct, either in Greater or Navi Mumbai, 
along similar lines. All development has a 
blandly uniform FSI. Certainly this is not 
necessary in Navi Mumbai, where plots arc 
auctioned by a central land-owning agency. 
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which can specify Ihc precise FSI of each 
plot being offered for sale. It would make 
eminent sense to have higher-intensity 
construction around the stations, gradually 
decreasing to lower levels as one comes to 
the edge of a node abutting open areas. Why 
not prescribedillcreiit Dcvelopineiu Control 
rules for different precincts'.’ It would 
certainly mtike for a more varied and exciting 
urban context than the present drab 
uniformity. 

Both the land-use plan, schematic or 
otherwise, and the Development Control rules 
are intpoiiant constituents m the legislation 
that governs urban planning. But there are 
other elements that need to be .iddcti lor 
Planning by Objectives lo work’ 

.Section 3K of the Mahaiashtra Regional 
and Town Planning (MRTP) Act. 1966, 
says: "At least once in ten years...a Planning 
Authority may and shall at any time when 
.sodirected by the stale government, rcvi.se 
the Development Plan...". This provision 
should be altered, to mandate revision ol 
the Development Plan once evciy years. 
* It should he mandaioty that the 
Development Plan includes a Kesoinccs 
Plan: and that govcinmcni's sand ion ol 
the Plan commits government to 


implementing the Rc.sources Plan. 

* It should be mandatory that the 
Development Plan set out the taxation 
levels proposed, as well as any incentives 
or disincentives propu.sed to intlucnce 
development in one way or another. 

* It should be mandatory that the 
Development Plan includes an Infra¬ 
structure Plan. This should cover trans¬ 
portation. water supply, sewerage, storm 
water disposal, power, telecom, schools, 
hospitals, and other .social infrastnicture 
with a programme and Imancial plan for 
implementation. 

II any changes are desired in the 
institutional Iramework of agencies active 

III the area under development, lhc.se should 
also be set out in the Development Plan. 

* The Development Plan should set out 
clearly 'he permissions that arc wiihin the 
control of the controlling authority toallow 
or to deny; and how the grant or denial 
will be made public knowicd.ee. 

* Perhaps in revising the MRTP Act we 
should give efieci lo Ihc peimissive 
provision intheCoiislitution 74lh Amend¬ 
ment, lo icquirc the largei municipalities 
lo attend to Ihc economic life of ihc city 
when they plan its development. 


IV 

To summarise, the present urban planning 
pioccss has repeatedly shown lUsclf lo be 
hopelessly inadequate in dealing with our 
problems of urban development. What is 
needed instead is a much more ilexiblc. 
open-ended and adaptable planning mecha¬ 
nism that can respond to a continuously 
citanging environment while cleaving to 
attaining certain ultimate objectives that the 
planners and their clients, the public, want 
to achieve. 

Note.s 
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on l-ehiiiary 21 and 22. 1997.1 
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On Anthropology of Death 

Kumkum Srivastava 
Vinay Kumar Srivastava 

Death in Banaras by J P Parry, Cambridge University Press. Ctimbridge, 1994. 


IN India, iu« in perhaps other cultures of the 
world, an overt discussion of the subject of 
death is almost a taboo. Words for the 
appurtenances assiKiatcd with death - such 
as for the funeral pier, the shroud, the ritual 
ingredients, or the corpse - are carefully 
avoided in everyday speech. Members of 
certain communities believe that any talk of 
death, or mention of objects and experiences 
concerning ii, may be dangerous; it may de 
facto amount toextendmg death an i nvitation. 
Any inadvcitent mention, especially by a 
child, is interpreted us a premonition of 
sudden death of a kinsfolk. Mating calls of 
domestic pets and animals such as cals and 
dogs - termed ‘cries’, ‘wails’, ‘sobs’ and 
weeping’ - arc also forewarnings of an 
impending life crisis, the death. In north 
Indian villages, sighting a crow in the wee 
hours isinaii.spicious as this bird isa hai hinger 
of death. .Shops selling ‘goods’ required for 
the funeral rites such as ropes, bier, buntings, 
cloth, straw, arc small and unassuming; they 
never advertise iheirproducts and keepa low 
profile. These shopkeepers’ families arc 
generally shunned by neighbours and looked 
down upon. At the .same lime, they aic iin. u-r 
moral pressure not lo change their mode ol 
livelihood. They have to ‘live off death’. 

It is not only that the cultural objects 
pertaining to death arc tahoocil, but the 
cremation and burial grounds (ghat and 
‘qabaristan’ rcspeciivcly) arc also avoided. 
The cremation ghats at one time were outside 
the city or vil Inge precincts, general ly situated 
southwardly, because of death's association 
with the southern direction. Only now, with 
the expansion, often haphazard, of the city 
beyond its traditional boundary, that the 
sites of cremation and burial .seem to be 
located within, but even then the taboos 
continue. No one. including the rcnouncer 
(‘sanyasi’) who enters into the ascetic fold 
after having symbolically performed his Iasi 
rites and is ‘dead’ lo the world [BliK'h and 
Parry 1982: Das 19821, wants to eventually 
die. and each makes every po.s.siblc aiicmpt 
to live as healthily as possible, though 
everyone knows and accepts that death is 
irreversible, irrevocable, and immutable. 

Notwithstanding that death is a natural 
sequel to birth, in fact life and death being 
two sides of acoin, it is strange that relatively 


few anthropologists have concerned 
themselves directly and specifically with the 
socio-cultural or cross-cultural perspectives 
of death and the dying. Questions pertaining 
to death - its iny.siery - have been set aside 
for philosophers or other 'unconveiitiunal’ 
academics. However, indirectly the 
cinlhropologists concern them.selves with 
death-related behaviour. Forinstuncc, a study 
of the phase of replacement in the 
developmental cycle of domestic group 
involves some knowledge about the identily 
of ihcdcad and his/her replacement, and how 
this is facilitated. Studies of the rites of 
passage also include the death rituals, though 
rarely would an anlhmpologist refer to the 
works on ‘life alter death’ such as those of 
Moody. Jr 1977), on people who 

were clinically dead but returned In life later. 
Death rituals and death-oriented behaviours 
also figure in studies of social and biological 
gerontology (.see Amoss and Harrell 19811. 
Palgi and Abramovitch (1984; .185) say that 
the anthropologists’ focus has been ‘the 
bereaved’ and ‘the corp.se’, never on the 
‘dying’, and they generally deal with these 
issues as part ol a larger le.scarch project. 
I o exemplily. a work on pilgrimage would 
include travels in connection with the 
‘immersion of the ashes (llowcrs)’ of the 
dead in a ‘sacred’ liver jOold 1988]. 
Furthermore, whatever accounts are there on 
death, they deal with, to borrow J Fabian’s 
(197.^) words, ’how others die’; hut they also 
lead back to the death of oneself. 

Why has death not been a ‘popular’ topic 
worthy of research'.' The answer may lie in 
the researcher’s orientation to a study ol 
death or in the fieldwork problems, or both, 
for death is a sensitive and tabooed suh|cct. 
Death is a morbid subject, thus research on 
development is prelerred over that ('onceriiing 
death. Palgi and Abramovitch (1984: 385) 
write; ‘...death is not a central i.ssue for 
anthropologists bccaii.se of their natural 
reluctance to intrude in people’s lives at a 
time of anguish’. In many .societies of the 
world - such as the western - death is a 
private matter and the mourners may not be 
willing ‘wiincs.ses’, they may be rather 
‘hostile’. As con versing on death isavoided. 
it may be virtually impossible lor the 
in vc.stigator to collect detailed inierviewdata. 


Participant observation could be the best 
technique for information on death, or 
perhaps in certain contexts, (he respondent 
may be willing to be interviewed on death 
rituals (and their Icclings when they 
performed funeral rites) some months after 
their near ones died. In spue ol these 
problems, in (he last 15 years or so, some 
appreciable work has appeared in the 
anthropology ol moitunry iiluals, tx;sides a 
number ol rc.scarches on similai llirmcs in 
history, psychology, philosophy, and' 
theology. Huntington and Metcalf’s 
r<'/t'/j/nfi<)/i.v()/D«(//i( 1991) and Klochand 
Parry's edited volume 1 1982) titled Dealh 
uiul ilu‘ Kcni'iimiiioii oj Life aie imperative 
references for any research on the 
anthiopology of death: Humphreys and 
King’s edited Moriiililv uml linmofiulily 
(1981) coven, a wide arcn.i - genelies of 
death. Iiineral rituals in iicolilhie. death in 
Medieval Hurope. social aiiiliropological 
accounts of death rituals, lind a place in (his 
volume. 

A icccni work on death is by Jonathan 
Parry .an anihiopologisi at the I .otidon .School 
of Economics, who had earlier studied caste 
and kinship It) K.ingru T'or almost 15 years 
he has been studying Itaiiaras - the 'holy 
city' ol the Hindus. He has also publi.shed 
many articles on a variety ol themes on this 
city of cosmogeny. Ilowevci. as can he 
gauged by his publications prior to 1994, he 
has been mainly iiiicicsicd in studying death: 
people from many pads ol India bung their 
terminally ill kin lodic in Hanaras. therefore 
in Us study, the subject of outstanding merit 
isitineral rituals, the specialists who officiate 
them, and variotis beliefs a.s.sociated with 
death. In 1988.Parry delivcredlhcpre.siigiotis 
Lewis Henry Morgan Lectures at the 
Univeisiiy ol Rochester, and their revised 
version const utiles Dcnlli in lianaras, 
published in 1994. 

Although this hook docs not contain a 
chapter on the methods ol data collection, 
Pariy iniegiatcs his reneclions and field 
experiences with analysis as and when the 
need arises. It iscicarthat intensive fieldwork 
was undertaken on the Itmcral prie.st.s and 
other ‘sacred’ specialists who .serve mourners. 
Barring a lew places, whefe Parry’s use of 
the vernacular may be at variance with that 
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of the native, the reader i.s impressed by his 
command over Hindi. One surmises that the 
fieldwork was conducted with the Ica.st aid 
from the interpreters. In the long spells ol 
fieldwork he .seems to have grasped well the 
interpretations ot people and their contesting 
views. At the out.set Parry submits that an 
intensive study of the large number of 
pilgrims who throng Banaras was not 
possible, however he could manage to speak 
at length to many mourners from outside 
who were slaying at rest hoii.scs With local 
mourners, Parry had made sustained contact. 

Not many anthropologists .s|)enk about the 
quality of respondents in a comparative 
manner. Parry compares the Banaras 
respondents with those of other cultures; he 
writes ‘...excgcsisonmaitersofritual blooms 
in Banaras with a luxuriance of which 
ethnographers of remote rural areas might 
sometimes be envious’ (p I). in other 
contexts, and Parry herein compares his 
pre.sent work with theearlicrdoncin Kangra, 
questions on the meaning of rituals receive 
a pithy reply; 'they have been ordained by 
.scriptures or tradition’, and ihccilinographcr 
is advised to contact the local priest for 
further details. If the latter is ignorant about 
them, he guides him to yet another learned 
man in his area or in the neighbouring one. 
The situation in Banaras i.s altogether 
different: ’.even non-priests ol ten volunteer 
interpretations of complex and .seemingly 
opaque ritual sequences’ <p I). and 
presumably the explanations given by the 
priests arc more detailed. Iliis is because ilie 
Banaras ritual priests arc accustomed to 
pilgrims and mourners perpetually 
questioning them on ritual sequences and 
their meanings. The priest’s effort is to 
appea.se the clients, for his liveiihtHid depends 
on their satisfaction. In Banaras, therefore. 
Parry .says: ‘The anthropologist's problem 
...is nut a poverty of exegesis, but its 
profusion, improvisation and consequent 
diversity’ (p 2). One has to really work hard 
separating what is idiosyncratic from what 
IS held by all. This would perhaps apply to 
all other ritual centres. 

The book is divided into four parts, 
respectively called ‘Death and the City’, 
’Death as a Living’, ‘Death with Birth’, and 
“nte End of Dcailt’. Each part is further 
divided into chapters. The Foreword is written 
by Anthony Carter, the editorof Lewis Henry 
Morgan Lectures. The glossary is detailed 
and useful, though the meaning of some 
local words should have been elaborated. 
For example, the ‘gayatri mantra’ i.s defined 
as the holy litany ‘whispered into the initiate’s 
ear at the time of his investiture with the 
sacred thread’. Parry should have provided 
more information on one of the commonest 
and essential mantras used in every Hindu 
ritual. It is commonly recited during the 
purificatory rites, performed after the death 


of a person. This mantra transcends the states 
of purity and pollution. 

“Through Divine Eye’ is the title of the 
first chapter which gives an account of the 
City of Light, Kashi, officially known as 
Varanasir Here Parry focuses on the ‘place 
of death’ in the city. Kashi is considered as 
the ‘origin point and a microcosm of the 
universe’ (p II). The final goal of human 
existence (‘puru.shartha’) is attained here. 
According to the Hindu thought, matenalism 
and spiritual attainment arc nut paradoxical 
as they appear to be; they can be combined 
in the same body of thought. The first goal 
- ‘dharma’ - separates men from animals 
and teaches men to live according to certain 
religious dictates. Acquisition of wealth 
(‘artha’) and political office is the second 
goal, followed by the satiation of sexual 
desires and fulfilment of ac.sthetic needs 
(‘kama’). The final goal of existence is a 
rclca.se from the incessant cycle of birth and 
death (mok.sa). The doctrine of pmiishartha 
finds it., concretccxprcssion in the vocations 
(‘asrama’) of file, which arc al.su fou: in 
number: the preparatory siageofihc celibate 
St udetit, the hou.sehuldcr, the transiiiunal stage 
concerned with a shift from household to the 
lorest, and the last, that of the rcnounecr. 
During the first .stage, tlic ‘hraliinacharyu’, 
the mail imbibes the axioms and piecepts of 
dharma. As a huuselioldcr- the vocation of 
the ‘grahasta’ - he produces wealth, has 
.sexual relations with his wife tor procreation. 
Once Ins duties arc discharged and his sun 
has stcpiiod into the ‘graliasla asiama’, and 
his .son’s wife'has been cniiu.sled with the 
management of the household, he and his 
wife move to the forest (’vanaprastha’). After 
having borne the hardships of the forest fife, 
he looks for a guru (lenounccr-leachci) who 
miliates him into the .sanyasi lold. Though 
the renounceis are suppo.scd to lollow a 
peregrinating life, the importance of Kashi 
is such that many settle down tiierc, devoting 
themselves to religious pursuits and wailing 
e.igciiy for the ‘eternal release' noi possible 
without death and where belter to die than 
in Kashi - the moksa-givmg city. 

Thus death becomes the focal point of 
Banaras, although the latter is popular in 
India lor a number of other traits - amongst 
liieiii arc the thugs and betel leal. The 
cremation ground (ghat) for which Kashi is 
well known is Manikarnika. According to 
the .San.skriiic tradition. Lord Vi.shnu (the 
Preserver) [icrf rmed austerities lor ."iO.OOO 
ycarsbcforccroatingihcunivcr.se. At the end 
of this time, thecele.slial couple - Shiva and 
Parvati - happened to spy Vishnu in a state 
of a.sceiicism. Shiva was overcome by 
Vishnu’s penances, his body trembled in 
ecstasy, as a result his earring fell at the very 
spot wlicrc Vishnu sat meditating. This place 
was thus Known as Manikarnika (‘jewel of 
the car’). Shi va then asked Vislinu to demand 


a boon; he desired thm the ‘sacred place* 
(‘tirtha’) should ‘liberate’ people (pp 13-14). 

In Kashi’s folklore, Manikarnika, which 
Siva decreed, was tlie place where the 
universe was bom. It is also the place where 
the corpse of creation will be cremated at 
thcendof time(‘pralaya’). P V Kane(1973) 
describes Kashi as a ‘great cremation ground’, 
because here arrive the five elements (earth, 
fire, water, air and ether) which compose the 
world, in the form of dead bodies. Kashi is 
equated with Manikarnika. With the burning 
of each corpse, the cosmic scene of the 
genesis and dissolution of the world is 
‘rcactualised’ on the ghat (p 15). 

The sacred geography of Banaras needs 
special attention. The most sacred area is the 
Kcdarkhand, for it is widely held that those 
who die (here) are granted a more immaiiate 
and iinconditionul ‘liberation’ than tho.se 
whose death occurs eLsewhere (p 17). The 
area across the Ganges, opposite the famous 
Vishwanath temple, is known as Maghar. 
Anyone dying there is ‘leboin an a.s.s’. The 
cnti re boundary of Kashi, measuring 50 miles 
or so. IS a sacred xone. and people believe 
tliat this city i.s generally placed in one of 
the golden ages of the original time, the Sat 
Yuga. Parry writes; ‘All time is auspicious 
there, and not even the worst [ilanetary 
conjunctions should prevent Ihe pilgrim from 
setting out for the sacred city’ (p 18); even 
the eclipse does not defile it. The belief is 
that meritorious actions performed in Kashi 
would ‘yield fruit a Ihou.sandfold greater 
than those actions pertormed clscwheic’ 
(p 20). Even the worst sins - cow slaughter 
or brahmanietde - are expiated by a 
pilgrimage to Kashi. Many more beliefs of 
this kind add to the sacredness of the city. 

Aitergiviiigan account oflhecity’s sacred 
complex. Parry moves on to the ott-quotco 
Sanskrit tag: kashyam maranam mukti, ‘death 
in Kashi is liberation’. Although he does not 
tell us who quotes this more - the ritual 
specialists (the brahmin) or the commoners 
- it seems that botli the inhabitants of Kaslii 
and the pilgrims view the city thus; ‘Those 
who die in one of the other six sacred cities 
ol India arc reborn in Kashi, thus enhancing 
tlicir prospects ol salvation next time round‘ 
(p 21). If one cannot afford the privilege of 
dying in Banaras, one should at least try to 
reach one of the other .sacred cities. The 
hierarchy isclear: death inother sacred cities 
isclevatingbccau.seit means rebirth in Ka.shi; 
discounting any permanent geogiaphical 
mobility out of Banaras, one born here will 
die here. A birth in Ka.shi implies release 
from the ‘cycle of birth and death’. Those 
not possessing proper karmic detritus to be 
born in Kashi, try their utmost to at least die 
there. ‘Even the Gods desire death here’, 
quoting P V Kane, Parry writes: ‘Several 
Puranic texts advise the pilgrim to smash his 
tcet witli a stone on arrival lest he be tempted 
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to leave for another tilth)’ (p 21). People 
coining to Kashi to die do not venture into 
theMaghar area, lest death visits them there. 

Three different routes to salvation arc 
knovim in conventional Hinduism; the gyan 
marg, the karma marg and the bhakti marg. 
At the outset, Kashyam maranam mukti 
would appear as the fourth path of liberation, 
but it is not so. What people believe is that 
at the time of death in Kashi, Lord Shiva 
whispers a particular spell (larak mantra) in 
the ears of the dying, which destroys the evil 
effects ot one's karma and leads one to 
knowledge. The theme of dying in Banaras 
IS also a favourite with the arts. The Japanese 
film, ‘Deep River’, an entry in the 27tli 
International Film Festival of India, centred 
on the Indian way of life, particularly in 
Varanasi. An important character of the film 
works in a local cremation ground carrying 
bodies to the funeral pyre. When he dies in 
an accident, hi*. Japanese girl friend, 
performed his last rites in the same cremation 
groundfalso see y/if’J/inr/M, January 14,19%). 

If dying in Banaras is salvational and 
mok.sa is the ultimate aim of life, can one 
come to the city to commit suicide, thus 
vouchsafing salvation for onescir.’Thc idea 
of suicide is however discountenanced in 
Hinduism and Jainism; ‘indirect suicide’ or 
‘ritual suicide’ in the form of abnegation is 
fully acceptable lOlivelle 1974]. Dying by 
‘renouncing’ is a worthy death; it is a natural 
death. This explains why many arc carried 
here on their death beds. Several charitable 
institutions have founded hospices, 
specifically intended 'or the dying 

In the second chapter titled ‘A Prolane 
Perspective’, Parry gives an account ol the 
districts from where the corpses arrived for 
‘Kashi labh’ (benclil from Kashi) in 1976- 
77. He provides a list of 55K people who 
were brought to Kashi in 1976 (pp 54-55); 
they were from live states ot Bihar, Uttar 
Pradesh, Madhya Pradesh, Bengal and 
Rajasthan. Identity of two bodies could not 
be discovered. A majority of them were from 
Bihar ami Uttar Pradesh; from Madhya 
Pradesh came two; from Bengal, eight; and 
two from Rajasthan. According to a survey 
of 1989, 12,544 corpses were brought to 
Kashi, a majority coining from UP and 
Bihar (pp 6.1-64). Some interesting 
findings are that in Bihar, a maximum 
number of corpses conic from ,8hahbud 
(which includes Rohtas and Bhojpiir). Out 
of the 558 brought to Kashi in 1976. 29.1 
were from Rohtas, rest from Jaunpur, 
Azamgarh and Mirzapur in UP. Other stales 
had negligible representation, though one 
corp.se had arrived from the UK. 

Why were there no corp.ses from 
Allahabad? Parry’s reply is; ‘With regard to 
Allahabad, it seems likely that the greater 
proximity of the major pilgrimage centre of 
Prayag - which has pre-eminence as a place 
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toimmersetheashesofiiiedccea.sed-dctr.icts 
from the prestige of cremation in Kashi’ 
(p 65). Ann Gold (1988) also says that the 
Ghatiyali villagers did not carry their dead 
to Banaras; they were cremated locally and 
ashes immersed in Galtaji (in Jaipur) or 
Pushkar (in Ajmer). Some rich people 
managed to go to Hardwar. but Kashi was 
not in the list of preferences. 11iis could be 
true of other areas as well. As far as we 
remember, our lespcctivc families (or the 
families known to us) did not lake their dead 
to Kasht for ciemation. Nor do we recall 
others taking their terminally ill relatives to 
Kashi ‘to die there’, or to live in one of the 
hospices till they died. All the dead were 
cremated in Delln. there being no apparent 
hierarchy ot creinaiion.sites,pielcrcncc being 
exercised in luvoun if proximity. None of the 
relatives travelled to Banaras tor any rituals. 

Why almost 5.i per cent people came from 
Rohtas for Kashi labh in 1976 and why in 
general most ol iliecoipses from Bihar were 
fiom Shahhad, can he explained in terms of 
the ptoximity ol these aicas to Varanasi. All- 
Indt.i popularity ol thc.se sacred centres docs 
not necessarily, mean that people Irom the 
entire Hindu woild are drawn to them tor 
life-cri.sis rituals. Banaras is an acknowledged 
centre of gieat tradition; it is here (m the 
words ol Robert Redfield) the little tradition 
IS earned toi .''aril and systematised. And, in 
ca.se. one happens to be proximate to this 
sacred city, and also if one happens to be 
aflluent (p 66), thus capable ol incurring 
expemscsv')! travelling, lo(.lgmg,andnf rituals, 
one would considei the po.s.sibility of bringing 
near-dead and dead lor Kashi labh. Otherwise, 
one will be content with cienialing dead kin 
in ncighboui ing gioiinds and go to Kashi (oi 
alici nali vely. I lard wai, Gaya, Uj jai n. oi any 
local sacred rivei) lot .scattering the ashes 
(p 69). The tlilleienee between Kashi and 
other sacred ceitlics (such as Hardwar) is ih.at 
il the former IS an ‘acknowledged’ intellectual 
place where the tiadilion is constantly 
systematised andcretited, the lattci generally 
receive the ‘systematised’ tradition. So, one 
goes to Kashi to learn (‘vidya’). to seek a 
renouneer-icachei (guru), and to Hardwar to 
perform rituals according to .Sanskritic 
Hinduism. One does not go to Harilwtir for 
vidya. This applies to other locally tamed 
places as well. 

Towards the chisc ol Part I of the book, 
Parry tells us that most pilgrims do not come 
to the city ot Banaras in direct connection 
with a family death. They come with a variety 
of explicit goals to make an oflering on the 
fuUllinen: of a vow. to extirpate a heinous 
sin, to accumulate merit Cpuiiya’). An 
inlcresling mfonnition is that people ol 
different comm'iriitics come to Kashi at 
different times ol the year. Parry iloes not 
tell us why, but perhaps pilgrimage depends 
upon the local cycle of production. For 


instance, most pilgrims from Rajasthan (and 
not tho.sc who go lor the i mmersion ol ashes) 
start their journey alici the heetic |ieriod tif 
crop-sowing is over, anil lieloie the harvest 
time, they return. Obviously, only peasani.s/ 
larmers can allord the luxiii y of pilgrimage; 
the pastoralists (whose lob is of ‘twenty-loui 
hours’ and of ‘twelve months’) lind it 
exceedingly dilficull to spare .some da.vs (or 
weeks) lor holy journeys IS'iva.stava in 
pre.ssj. At any given liine. the icsl - houses 
ol Baiiiinis are packed with (leople. The 
concept otmulii-sioreyllaisovcrlookinglhe 
sacred rivei has emeiged in many such 
centres. Reports lioin I lardwar point out that 
many one-room Hals have been bought by 
aflluent urbanites loi periodic slay, 
piesuiiiably for gaming mei it oi to s|>cnd the 
old ,ige thcie. .Such a trend does not .seem 
to have surfaced in Banaras. 

The Hindus believe that altci death, the 
soul becomes a disembodied ghost (‘prcl’). 
il IS the soul's m.saiiatcd stale. It is hungry, 
jealous, .ind malevolent, almost ii threat (o 
I he .su rv I VO rs. I he I cal k I risperso ns wi I h whom* 
It was in love when embodied. Although 
dangerous to all survivors, it is particularly 
so to the chief iroiirner, the piimogeniUire 
ol the dead who not onlv lights the liinerai 
pyie, but also breaks the skull ol the corp.se 
with a slave. In lai i the word ‘kriyakarm’, 
usually used lorluncial iilcs.ineans ‘bicaking 
open the sktih on the ctemalion pyre', so that 
the last modicum oi the soul is allowed to 
escape. This practice is specifically termed 
’kapaiknya'. The dead is believed to be 
watching the enliic niti.il in an ethereal .state. 
'I'hc soul IS disembodied, hut its alicclion 
foi Its own body liii.gers on (Jn having his 
skull citislied. he may lake out his wialh on 
the pel son who has done so. The Hindu.s 
believe thai it can caii.se serious li.irm or 
maim the chief mournei psychologically or 
frighten him when he is alone. Therelore, 
the cliiet niournci is partieulaily piotectcd 
from the evil ot the prei. He may carry a 
weapon with him; oi pritecl himself by 
kee|>ing a kmte iindei Ins pillow, or lying 
It in his drawstring. An non braiclet is also 
consideiei| stiiiable. II the mourner is young, 
he IS not Icli alone. At night, he is Hanked 
by eldeis. Tliiough him, the prel lets it be 
known wlielhci he is pleased with the food- 
offerings or he has any more demands. The 
stale of gliostlmcss continues till the riluaLs 
arc perlormcd which enable the ‘dcccu.sed 
to |oin his ancestors and become an ancestor 
(‘pill’) himself (p 75). The transition from 
prcl to piir occurs alter 12 days of cremation. 
In some communities this period may be 
fiiriherexiendcdio 17 days. But the mourning 
does not end till the rituals on llio first death 
anniversary i‘b.irsi‘) have been perfonned. 
The tiiinily does not perlorra any auspicious 
rituals (like marriage) during the mourning 
period. 
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Right from the disposal of the corpse to 
the incorporation of the pret in the family 
as piir, all the rituals are officiated by the 
brahmin prtests. But the priest associated 
with death rttuals is. like death, a taboo. 
Called ‘mahabrahmin'. he is almost an 
‘untouchable’, and is described as ‘achhuf 
(not to be touched) (p 77). In death rituals, 
he stands for the deceased. Objects winch 
were dear to the dead are given to him. 
Diessed up like the dead, on the 12th day 
of mourning, he leaves the neighbourhood. 
He is nut even supposed to look back. In 
many ca.ses. Parry writes, he is even stoned 
fur he is‘an iconuf the moribund, embody mg 
and giving voice to (the) gho.st’ (p 76). He 
takes upon hiinselt the ‘poison' which comes 
with the ‘unrcturnable gilts' (‘dan’) of the 
ino.st inauspicious occasion, the death. 
However, he docs not serve all the castes. 
As is applicable toother occupational castes, 
he serves the clean caste patrons. The barber 
is the funeral priest for the lowest castes 
(pKI). and the mahabrahmins have their 
own funeral priests of a separate caste culled 
mahabappas. 

For these es.senlial services that the 
mahabrahmin provides to the mourners, he 
expects handsome gifts of kind as well as 
cash. At every possible occasion ol ritual 
when offerings of money (or kind) arc 
imperative, the mahabrahmin would wryly 
remind his patron (’Jajman') that whatever 
gifts he (mahabr.ihmin) receives are tor the 
pret. He also reminds the mourners that if 
he remains unsatisfied, the ‘glnist’ would 
curse them. ‘Ilis curse is greatly feared, a 
fact which the mahabrahmin exploits with 
veiled threats designed to encourage a tight- 
tlsicd jajman to loo.scn his purse strings’ 
(p KO). Parry documents the second section 
titled ‘Death as a Living’ with many eases 
of the mahabrahmins' chicanery. Of 
special anthropological significance is a 
leaf from his field diary that he reproduces 
(pp 144-46), where antagonism was 
generated because the chief mourner wanted 
to pay the funcial priest a lump sum in cash 
attheend, and tlie latter insisted on individual 
gifts after every ritual. Many other heart¬ 
rending cases are also documented where 
poor mourners (who had Inst their young 
children or kin) were mcreile.ssly harried by 
these priests, who were blatantly 
uncompunctious. capitalising on human 
misery. Like the Hint-hearted ghost, the 
mahabrahmin is cruel, demanding, he is an 
extortionist. By giving munificent gifts the 
chtef mourner tries to domesticate the priest. 
The 'ghost' is always hungry, so is the 
mahabrahmin. 

Kashi has two cremation grounds (ghat), 
Manikarnika and Harishchandra. Ol these, 
the former has higher religious merit and 
cremation there ts preferred. About 70 
families of mahabrahmins own days on the 


cremation grounds; the idea of ‘owning’ 
days is conveyed by the term ’pari’ (the 
‘turn’ in the iota). ‘No matter on which ghat 
they arc cremated (or immersed), the 
mahabrahmin who has pari on that day...has 
the exclusive right to accept all gifts which 
will subsequently be made in the name of 
the ghost - the mo.st valuable of which arc 
generally offered at the rituals of the lOth 
or I Ith day’ (p 81). Parry offers a detailed 
description of the pari system, and from it 
emerges that there is a total absence of 
enduringjajmani ties, the sort of relationships 
that exist between the priest and his client. 
The mahabrahmin is a priest, but is not 
placed along tho.se who officiate at naming 
or marriage rituals; he is certainly never (he 
‘kulpurohit’ (family priest). As previously 
staled, far from being an acme of purity, he 
is inauspiciousness personified. Anonymity 
IS logically expected in the relationship; the 
mourners are micrested in gelling rid of the 
mahabrahmin as cheaply us possible and the 
latter wants to llecce his clients as much as 
he can. None wants a moral relationship. 
Irrespective of individual preferences, no 
one wishes to establish an enduring 
relation.ship with the 'gho.st'. An enduring 
relationship is desirable with the pitr and 
nut the pret who must be rid of at all costs. 
The pari system fulfills this function 
(pp 115-17). 

The hypothesis of an elective affinity 
between pan system and death seems 
convincing; wc should however not ignore 
the demographic and economic factors. 
.Suppose the ghat is officiated by one family 
(and there ts no pan) and mourners at different 
points in time meet the same funeral priests, 
even here the likelihood of a moral 
relationship between the funeral piicsi and 
the mourner is inconceivable. (Almost all 
bi g, nuilb-easle Rajasthan villages have (heir 
own funeral grounds, each one of which is 
shared by a Jali, or a cluster of Jatis having 
similar ritual standing, and to each one is 
att.iched a lamily ol the funeral priest, locally 
called Tarag, the counterpart of the city 
mahabrahmin. There is no pari system in 
cremation grounds of villages, hence 
‘anonymity’ between the mourneis and (he 
priest does not exist, nonetheless people do 
not keep any relations with the Tarag who 
leads almost an insulated existence in a comer 
of the village.) Pari system is an adaptation 
to the demographic pre.ssurc on the near- 
constant rc.sour es. As the families expand, 
longer will be the intervening |H:riod belore 
the turn comes. It ts thus unsurprising that 
a family’s pan comes after months for a few 
days in a year. This also indicates (hat the 
mahabrahmi IIS ha ve other sources of income; 
a complete dependence on priestly 
occupations is rather rare. Vidyarthi (1961), 
in his Study of the Gayavval 
Brahmins who perform riluals (‘shraddha’) 


for the pacification of ancestors at the sacred 
complex of Gaya, says that these specialists 
no longer want to continue with their 
traditional occupation because it is far from 
rewarding, the competition is in(en.se and 
moreover it docs not raise their status. They 
certainly do not want their children to opt 
for this oceupalion full-time. Parry does not 
delve into the question of future as envisaged 
by Banarsi mahabrahmins, but with the 
availability of alternative occupations and 
avenues of higher education, it is obvious 
that people would like to move into other 
status and class hierarchies. 

Warner (1959), in his work on death rituals 
in a Yankee city, analyses the symboli.sm of 
cemetery. Death does not imply an ‘eternal 
end’, yet the body comes to an end. (The 
Hindus cull death ‘dehant’ - ‘the end of the 
body'.) Death marks the beginning of life. 
Cemetery is like a ‘womb’ - it is the 
conlluciice of both death and life. The dead 
are not separated from the living. Suppose, 
(he latter move up in class hierarchy, they 
would also transfer thegnives ol the ancestors 
Irom a lower class burial ground to that of 
the middle (or upper) class. Warner 
appropriately calls this ‘the bones shall By’. 
The continuity of death and life is clearly 
.seen in (he Hindu death rituals. P.irry wiites; 
‘...the father lepays his debt to the ancestors 
by siring a son; the son repays his debt to 
his lather by giving him bull) on a new and 
higher plane, and the newly created ancestor 
in turn confers fcnility and material pro.s|)erity 
onhisde.seendanis' (p I SI ).Solileis ‘created 
out of death' (p 152); many communities in 
India believe that the dead are reborn in their 
own families. Often discounting the laws ol 
genetics, people talk about the morphological 
.similarity between an ance.slortoi ancestre.ss) 
and a new born in terms of tla: ‘transmigration 
of the .soul'. In other words, the emphasis 
is on the continuity between the living and 
the dead. 

In the third section that deals with these 
issues. Parry piovides a rich desciiption of 
‘good’ and 'bad' death (pp 158-66). The 
state in which the person dies depends upon 
his karma. I f his deeds were good, according 
to ihedharma. he would die without suffering, 
after the completion of his full life 
('dirghayu'). In casesofevil ‘karmic’ detritus, 
the |x;rson will languish to death. Parry wi ites; 
‘Not only docs the quality of life determine 
(he quality of death, but it also determines 
that life’s duration’ (p 162). Indirectly the 
theory of karma is reinforced. If life is led 
according to ‘dharmic’ commands, the body 
would be perfected; and if a good body is 
offered as sacrifice in death, the merit 
multiplies manifold (p 171). This explains 
the overall concern of the Banarasi males 
with a refinement of their bodies. Close to 
(he Manikarnika ghat is a wrestling ground 
(‘akhara’); the sight of burning corpse 
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accompanies that of men perfecting (heir 
bodies. Life and death arc closely set. 

The post-cremation mortuary riie.s intend 
to convert the marginal pret into an ancestor 
pitr. Rituals addressed to the pret are presided 
over by the mahabrahmin, while those 
addressed to the ancestors by the deceased’s 
hereditary hotcschold or pilgrimage priest 
tp 191). The mahabrahmin docs not come 
to the hou.se of the mourners, where many 
of the rituals of transition take place, hut for 
all tho.se rituals that take place on the funeral 
grounds, the mahabrahmin is the supervisor. 
Two sets of rituals are performed here; first, 
lho.se which mark transition from pret to piir. 
and second. th<.>se which mai k the anniversary 
ol thedeail (shraddha).Tliis term is, however, 
nut used in noiih India for cremation riles. 

The whole sequence of post-cremation 
litual involves the offering of three sets of 
16 ‘ bal I s o f t1 our’ cal led ‘ pi nd ’. W by 1 b pi ikI 
arc offered is not satisfactorily answered by 
Parry, except that this number ‘denotes 
totality or completeness’ (p 192). The first 
setol pind culled the ‘impuiesixteen’ < ‘malm 
shodashi’) is ofleied troin the day ol 
cremation to the lOili day The symbolism 
ol rebirth is present m the ntiials of ‘pind 
dan' (olfering ol the pind). the pind nuisi 
lie round, like .i ‘womb’ (p 19.'5). The second 
set ol 16 pind (termed the ‘middle sixteen’) 
IS otfered on the I Ith day. In lbe.se rites, the 
pie-eminent deity is Loid Vishnu. At the 
beginning and the end of each ciucial phase 
in the olferings. the chief inonrnct turns 
towards the east and invokes Vishnu’s power 
(p 20.1). Vishnu IS important because 
cremation is a kind of rc-cnactinent of his 
cosmngenic austeiitics and it is on his 
footsteps that the people have aspired to be 
burned (p 2t).ti 

The final set of 16 pind (the ‘highest 
sixteen’) is fortlic sustenance of the deceased 
on his year-long lourney to the ‘abode of 
the ancestors’ (‘pitr lok’), one tor each day 
of the year (p 201). These pinds are ofleied 
on thclast day of the post-cremation mortuary 
rites, the 12th day. ‘Since the pinds offered 
to .sustain the deceased on his Journey to 
Yainaraj’s kingdom have probably been 
given on the 12th day, any olferings made 
over the next 12 months are es.scntially 
commemorative’ (p 207) In some 
communities (and some families), a brahmin 
priest (usually the family priest) is 
customarily fed each month on the time on 
winch the death occurred. Or, he may be 
offered uncooked food items. This gilting 
continues for 10 months and then, on the 
anniversary of death (barsi), a month before 
the actual day, 12 brahmin priests are fed 
and gifted. It has been observed that if a 
wedding has been fixed and cannot be 
postponed for a year, then the 12th day 
mortuary rites and the anniversary may be 
clubbed. 


Once the pret is traiKformed into a pitr. 
his personal characteristics and biography 
are radically eltaced. Parry writes that no 
place is made in the mortuary rites fur a 
celebration of his individual achievements; 
no eulogies ate delivered in praise of Ins 
particular virtues, and no recognition isgi veil 
to the passing of a unique life (p 210). But 
one should iioi’lorget that in contemporary 
times, especially with the reduction in the 
duration of mortuary rites, mourning is 
declared clo.scd with a homage meeting 
(’shraddhaii|ah’)or,whatisknownas ‘uthala’ 
(oi ‘uthavm’). In such gatherings, liiendsol 
the deceased s|K'ak at length on his qualities. 
His ‘personal biography’ is not ol ‘complete 
irrelevance’ as Parry .says, in some ol the 
sliraddhanjali meetings that we have attended, 
the speakers come prepared with a 
biographical acuumt of the dead, .sometimes 
it is even wiitteii down. Why in ir.iditioiial 
mortuary rites the individual is ellacted and 
merged with the collectivity of ancestors can 
be undcistood in icrins of the collectivism 
ot traditional societies and why individual 
biography is so miporiani m model n day 
adaptation ol mortuary iiles may peihaps be 
lelaled lollie riscol individualism in modern 
society. 

.Suppose a peisoii dies a ‘bad death’, be 
will not be relca.sed liom the cycle ol birth 
and dealii, lie will also not go to the heaven. 
Hcwillrcmamsiis|KMidedasa‘gho.st’ (p 226). 
In that .slate it will draw alleniion to its 
miserable lot by molesting the living in the 
hope o!' coeiciiig ilieiii to lake measures to 
alleviate its plight (p 229). rollectively called 
‘bluit-piet' - bciausc ‘ghosts tend to himi 
in packs' (p 2(2i - they possess a peisoii, 
demand p:irticiil.ii modes ol appeasement 
Pairy’s d.ita suggests that in almost 70 pci 
cent ol the lases the principal victim is a 
female and in almost KO per cent ol cases 
he Ol she belongs to one ol the imtoueliable 
Ol clean shudra castes (p 211). People give 
many rea.sons loi this. Lack of pinity could 
be one. .Since upper castes pcilorm the 
mortuary rites completely and correctly, their 
dead are less likely to remain in the .state of 
animated suspension. They al.so know of 
those spells (such as the Ciiunn Mtiiura, 
Hiiiiunicin CImIi'^Iki) which keep the ghosts 
away. Why inoic women are susceptible to 
pos.session is explained by people m teims 
of ignor.iiiceorleinale rivalry. Inthischaptci. 
Parry gives an account ol a specialist who 
is iciiiilcd to di iveaway ihcghoslly al I liciioiis 
(pp 217-40). In all cases ol ircaiing 
posse.ssion, the specialists arc of the iion- 
Snnskiitic (radition although they m.ikc use 
of the .Sanskiitic knowledge. 

In the last chaplei of the book. Parry is 
concerned w'lih ''scelicism and the Indian 
tradition. He begins with the paradox: a good 
death loi the hi.iiseholder is an act of 
sacrificial rcnuntialion which results in the 


rcgcncralion of self, time and cosmos, 
whereas the properaim of the real leiiounccr 
IS to escape from the ceaseless cycle ol birth 
and death. Parry writes The ultmi.iie quest 
ol the .iscetic is to rec.ipiure this primordial 
stale ol non-di I lei eniiaiion and to i e -esiablisli 
the unity ol opposites whicii esisied helorc 
the woild began'. By .ibohshmgduality, he 
aims to establish dui.ition aiiddcalb(p 2.^1). 
Parry's cm liei work has been on the Aghoris 
ol Banal as. which he recapiuilatcs heie to 
show how through then hlesiylcs they 
tiaii.sicnd death. 1-iom tins, he concludes 
that being supci loi in liidi.in hiei.iichy means 
to be lelaiively autonomous I p 2(ik). thus the 
leiiouncci is not dependent upon anyone, he 
isonly micrcsiedin Ins s.ilvaiion The others 
,irc however dependent upon him. 

Paiiy has made an impoitaiil coniiibiilion 
to the concept ol gill-givnig, especially >>, 
iliegiMiig ol ‘unieinrnable gills .lot which 
the Hindu w'oid is ‘dan', and wliu h is ollen 
u.sed coiiplcil with ‘piniya' (thus, ‘dan- 
pimya'). the l.iliei meaning ‘meiil-gainnig’. 
By giving dun. the p.ition e.irns merit, an 
absti.ict quality, .is .i result, he Ic.ids .i hapjiy, 
fulfilling lilc. guaianteenig Ins wort bv release 
from the worlil To be able to give dan. 
Instly. the p.ilion must h.ive a ‘sound’ 
economic position, meamiig that he has 
‘surplus' (III kind oi cash) which laii be 
traiislericd to the 'iciipieiils' Cpalia') as 
dan. and secf.ndiv, Ibcie mnsi he willing 
recipients who accept the nicoii.iiig gift as 
dan i|Uii d.in. and mu ,is ,iny oi hci sociological 
category Biibe Cgliiis'. ‘iishwai’) is also 
‘unietuined’. so is the gift rbliimi, tohfa’) 
given by .i pei.son occupying .i lowei status 
III the hieiaicliy to the one pl.iccd higher- 
loi iiistaiice. the gill ol a student to his/her 
le.icbei I'lie lailei would i.nely return the 
gill Paiiv (p 129) s.iys dial it be gives the 
gillol a wrist walchio.iloc.il priest 'in token 
ol our lileiidsinp', it will not be called dun 
but hhenl. although ilic lecipicni (of (he 
anihiopulogist's gill) does not think of 
rccipioc.iling it. .Similaily gills given to 
renouncers called bhiksha’/ ‘bliik’ - or 
those (known as ‘yogdaii’ / ‘chandn’) 
carmaiked loi chaiilaiilc oiganisations (or 
temples, iiioii.isiei les) aie .ikso exceptions to 
the lule ol recipiocity .mcl arc conceptually 
ddlcioiii tiom iiiiieliiiiiahle gilts given to 
l>ricsis III rilii.illy coiistiiicicd situations. 

Ill the context ofcl.in. the meaning a.ssigncd 
to n hy the donoi is diilcreni Irom the one 
held hy the lecipicnl. The loimer thinks lluit 
he dciivcs the ultimate spiiitual henefit by 
gilimg dan - the moic dan he gives, but 
according to the limit of Ins capacity (p 120), 
the moic is his spiritual benefit. Tlie priest 
(especially liumiiieccnticul great u adition), 
iirespective of the file cycle rituals he 
performs fin Ins client, knows that (he dun 
he iceeives is an cmhodinient ol his client’s 
sins Cpap’); it is not in fact a thing apart 
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from sins. He suffers not only because of 
his sins, but also because of those of his 
clients. The cumulative effect of these is 
illness, unhappiness, and painful death. We 
said that the priest from a centre of great 
tradition knows this (and may be worried 
about it), hut it may nut be the ca.se with the 
north Indian village brahmin priest (including 
the funeral priest) who gladly accepts dan 
(whatever is given without forcing the donors 
to part with all that they have, as happens 
in Banaras), because it provides him with 
the major subsi.steiice, without feeling a sense 
of moral burden. Tho.se who know that dan 
is profoundly dangerous (p 128) should 
ideally try to pass on sins to others or should 
have the ‘power’ to consume ‘gilts/sins’ 
without incurring the dangers. 

The priest - who knows the perils of 
receiving dan - suffers because of this 
knowledge. What we want to submit here 
is that village priests who aie unaware of 
this moral peril continue to receive dun and 
they use precisely this term for the 
‘unreturiiable gifts', which they regard as 
their right not only on ritual occasions but 
also on all those situations (such as eclipse) 
accompanied with the giving of dan to 
recipient castes. We must rcinemher that - 
our suggestion is- dan is not coiiccptuali.sed 
as potentially dangerous in all societies; and 
also, this term is used in a variety of other 
social contexts, such as 'the gift of blood' 
('raktadan'), ‘the gift of life’ ('jiwandan'), 
‘the gift of virgin’ Ckanyadan’), ‘gift of 
land’ (‘bhuniidan’), ‘the gift of food’ 
(‘annadan’). Those famous for these 
‘unrctumuble gifts' arc often compared to one 
ol the characters ot the epic Maliahhaivlu, 
Kama (the ‘dam’ i>ar excellence). 

So, those who know that dan is dangerous 
are terribly worried about its con.sequcnces 
(to be understood in the idiom of ignominious 
death). In many ca.scs they want to give up 
the occupation where perforce they have to 
accept dan or cannot rcfu.se (or transfer to 
others) because it is the prime source of their 
livelihood. One may refer to the works of 
Vidyarthi (1961), Pocock (1981), Fuller 
(1984), Shulman (1984). and others on this 
theme. The dan-giver accumulates merit 
(which may assume long-term welfare fur 
the person and his family), but is he ever 
vulnerable to the ‘danger’ similar to the one 
encountered by the dan-rccipieni? Yes, he 
is; Parry says (p 122) if the recipient is not 
worthy - an ‘unwonhy ves-sel’ (‘kupatra’) 
-thesinolgivingdan toakupatrais credited 
in the account of the giver. The brahmin 
priest accumulates dement because of 
accepting dan, the dan-giver’s merit is 
neutrialised when the gifts arc received by 
‘unworthy’ recipients. 

How does one know whether the recipient 
is worthy (‘supatra’) or unworthy 
(‘kupatra’)’.' Obviously, by having a 


knowledge of his (or her) biodata, and if 
there are entries which cast doubt on the 
‘character’ (‘charitra’) of the prospective 
recipient, hc(or she) would not be considered 
for dan. This explains why in many ritual 
contexts dan is given to those priests with 
whom there exist long-term - almost 
hereditary - patron-cl ient relationships. Such 
priests are ‘worthy’ for their ‘character’ is 
known to their clients crystal clearly. And, 
suppose the dan-giver has a string of 
sufferings (‘kasta’), one of its probable 
explanations is that the recipient of the gift 
was a kupatra, and so the sin was debited 
in his account, hence the suffering. 

Is this idea found in all situations of dan- 
giving'.' Our submission is in many contexts 
the biodata of the dan-recipient docs not 
worry the giver, it is just by giving anyone 

- and not by particularly gifting a supatra 

- th.it the giver acquires merit which brings 
a long-term welfare [Srivastavn 1992-93]. 
It is quite likely that the idea of supatra is 
brahmaiiical; and perhaps the brahmins 
invented this idea to legitimise their right to 
accept gifts. In life cycle rituals, which arc 
officiated by brahmins, the dan is 
appropriated by the.se priests; but in other 
situations (such us eclipse, or tho.se where 
the pressing need is tocarn merit), the people 
arc only concerned with dan-giving and not 
necessarily us to who (supatra or kupatra) 
receives it. The earnest desire of a dan-giver 
is to accumulate merit which comes when 
the gifts the accepted. 

Why IS dan-receiving perilous for worldly 
people (and not for rcnouncers), or in 
Dumont's terms, 'those within the caste 
system’? Parry rejects Raheja’s (1988) 
explanation in terms of the transfer of 
inauspiciousness; and offers an explanation 
which combines analytically separable, but 
inierreluied. ideas - such as dan is not 
reciprocal, it is a typeof ‘sacrifice’ appropriate 
to modern times, it is a way of ‘loading’ 
one's sins on the others, and it is antithetical 
to ascetic autonomy. We think, in 
continuation with Parry, that two ideals are 
discernible in Hindu society. First, not to 
accept dun from any one; however gifts, 
termed differently than dan, arc acceptable 
from a .select group of people, but iney are 
murginal to the individual’s existence. 
Second, to subsist on dan. where it becomes 
a type of income, where it is central to the 
indi vidual ’ s existence. But dan is not earned, 
it is not incum'.ent upon the time spent on 
work or the amount of labour rendered. It 
depends upon the wish of the giver. If it is 
a ritual context characterised by danger (such 
as death), the priest may become rapacious 
in extracting as much dan as he can from 
his clients; this'however may not be true for 
otherritualoccasionsfinarriage, for example) 
where priestly demands may not be voiced 
explicitly. InadditiontoParry’sexplanations, 


we submit that dan is regarded, as inferior 
because it is not an income, it is not an 
outcome of hard work, but an important 
que.stion is whether those who receive dan 
think so. Parry’s mahabrahmins are aware 
of the moral perils of dan, but it may not be 
true of priests from other parts of south Asia. 
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SPECIAL ARTICLES 


Dollar Capitalism 

Reconstruction of Keynesian Economics for the Long Run 


Raiyit Sau 

The next century will see. according to Huntington, the clash of civilisations as the prime axis of international 
conflicts. This thesis, in our view, has no historical evidence, let alone internal logic. Contradictions of world 
capitalism will be, w argue here, a major driving force to global events. 

At the centre of world capitalism the real economy grows at an annual rate of 3 per cent, while the value of 
private property in stock markets rises about three limes as fast. The disproportionately expanding personal wealth 
raises consumption and tells upon savings. On the other hand, the financial capitalists set the interest rate relatively 
high. The net result of these two factors is a low rate of capital accumulation. So the economy slows down. 

With a .stagnant centre of world capitalism the third world countries will face a greater degree oj financial 
instability and turmoils of underdevelopment. This would be a major fountainhead of tension in the days ahead. 
Social unrests based on religion or culture might he their manifestations, hut not the basic cause of troubles. 

Keynesian economics, in effect, has abdicated its position by drawing a ' Lakshman rekha’ of short-run wound 


itself. This paper tries to resue it j 

WORLD capitalism today displays three 
interrelated features, namely, (a) the over¬ 
whelming presence of a new set of com¬ 
modities, to be called the derivative com¬ 
modities, (b) the formation of a powerful 
class of financial capitalists, and (c) the 
rising disparity in speed of adjustment of 
different parts of the economy. The classical 
commodity fcti.shi.sm [Marx 1867:71-721 is 
being overshadowed by another relationship 
that may be described as money fetishism. 
In effect, we are witnessing the evolution 
of capitalism into a mode which merits the 
title of money capitalism. Considering all 
aspects it may be termed more precisely as 
dollar capitalism. We have heard of penny 
capitalism in Guatemala and cowdung 
capitalism in the green revolution areas of 
India. Now it is time to tell u story of dollar 
capitalism, unfolding all over the world. In 
the light of it, this paper will explore what 
lies ahead. 

A most stunntng event of this century is 
not the demise of the Soviet Union, but the 
unforeseen fast pace and the unevent fulness 
of it all. As the cuttain fell over a wide stretch 
of eastern Europe and central Asia, .some 
authors htestened to announce the end of 
history [Fukuyama 1992]; many others 
voiced the final retreat of ideology from the 
arena. Speculation is rife on the contours of 
the niilicnnium to come. A distingui.shed 
scholar. Huntingtonf 1993,1996,1997)secs 
the entry of civilisations with the role of 
main characters at the political and tnilitary 
scene. There arc, he says, eight of them: 
Western, Confucian. Japanese, Islamic. 
Hindu. Slavic-Orthodox, Latin American, 
and African. The most important conllicts 
of the future, he predicts, will occur along 


rom that involuntary exile. 

the cultural fault lines separating these 
civilisations from one another. 

Iluntingtun’.s theory has considerable 
force, but it lucks historical evidence and 
internal logic. The two world wars, we know, 
had little to do with inter-civilisation race 
for championship, nor was the holocau.st a 
product of civilisational clash. Even the 
cru.sadcs or Jihads of the Middle Ages, in 
essence, owe no less to demography than to 
cul lure or rcl igion. At the basic, H unti ngton’s 
classilication scheme is dubious. In their 
idcntity.fourofhissubjectsarc geographical, 
three religious, and one philosophical. 
Furthermore, no longer does there exist any 
civilisation that bears the epithet of Hindu. 
In remote antiquity, of course, there was one; 
but no more. What prevails today is the 
Indian civilisation that traces as far back as 
the glorious days of Mohcnjodaro and 
Harappa on the Indus Valley. And the self- 
proclaimed Islamic stateofPakistan. indeed, 
can lay as much claim as does the post-1947 
secular India to that ancient heritage. The 
vibrant civilisation of the Indian subcontinent 
today, with all Its culture, religion, language, 
ethics, and morality, is inseparably Christian. 
Hindu, Islamic. Jewish and much more. You 
do not judge a chemical compound by the 
size of its initial ingredients. Poet Tagore is 
right; through the ages diverse streams of 
humanities from far and near have come to 
merge with the unity ol Indian civilisation. 
Huntington is wrong: it is not a meie Hindu 
phenomenon. 

The two most epic events of this century 
took place in Russia in 1917, and in China 
in 1949. Within less than live decades one 
culminated into the rise of an undisputed 
superpower with remarkable achievements 


in science and technology. 1'hat it later 
collap.sed miserably is a separate matter. The 
other IS equally momentous. By all accounts 
China is on the road to becoming one «»f the 
most powerful nations in the world. Such 
tninsformatiuns - trom leudal agrarian 
impovcri.shmSnt tosuperb industiial prowess 
within a short span of lime - arc rare in 
history. Yet these two episodes do signify 
that history can possibly repeal itself 
elsewhere. After Moscow and Beijing, one 
wonders, could it be Delhi! 

“A civilisation", says Huntington 
(I ‘)9.1;24), “is...the highest cultural grouping 
of people and the broadest level ol cultural 
identity people have shoil of that which 
distinguishes humans from other species." 
His world-view is e.s.scniially metaphysical 
and Hegelian. In his perception, religion, 
culture, language, and tradition are the 
primary defining elements ot human 
existence. Nation slates have been the 
principal actors in global alfairs for only a 
few centuries. The broader reaches of human 
history, he says, have been the history of 
civilisations. In support, he cites that in A 
Stiidv of UiMory Arnold Toynbee identified 
21 major Cl vilisations; only six of them exist 
in the conlcmporaiy world. Huntington now 
carries the thread of analysis in terms of 
clash of civilisations rather than the 
Toynbeean scl icme of chalicngeand response 
t’/.v-«-i7.v nature. 

By contrast, our approach is dialectical 
and materialistic. Production for subsistence, 
we maintain, is a fundamental process which 
bears upon, and interacts with, all con¬ 
sciousness. Webeginby noiingihc following 
facts about the centre of world capitalism 
consi.stingof lhcG-7 or the OECD countries. 
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There population growth is slowing down. 
The rateofcnpitalaccumulationis weakening 
(Tabic I) and the propensity to save lias an 
unmistakable downward trend (Table 2). 
Rather thanexporting capital, thcccntre now 
absorbs savings front the rest of the world. 
These are signs of stagnation or decay. Tltc 
centreofwurldcapilulismhas lost its vitality, 
at least for the inoinent. It cannot serve as 
a locomotive for the world economy. To 
change the metaphor, there is no tide to lilt 
all boats. Among the available appio.iches, 
we believe, Keynesian economics can 
interpret this dcnoiicmcnt provided it is 
released from its traditional strailjackct of 
the short run. Its tocus on aggregate demand 
is appropriate. And its distinction between 
‘industry’ and ‘finance' [Keynes 19.W:2I71 
is significant. 

A preview of our approach may be u.scfiil 
here to the reader to help decide whether nr 
not to proceed further, and to place our 
arguments in proper perspective. Let us recall 
that Capital of Maix (IK67) opens with the 
following .sentence; “The wealth of those 
societies in which the capitalist mode ol 
production prevails prc.sent.s itself us 'an 
immense accumulation of commodities’, its 
unit being a single commodity". A 
commoriity is, in the lirsi place, a thing that 
satisfies hunian wants of some sort or another, 
either directly as a tncans of subsistence, or 
indirectly us means of production. Now, it 
is our observation that upon the toiindation 
of this ‘‘immense accumulation of 
commodities” has arisen a massive 
superstructure of ownership claims of private 
properly in the form of slocks, bonds, futures, 
options, virtual options, futures options, 
.swaps, and the like. The latter, traded in 
active markets, derive their values from the 
related commodities. So we call them the 
derivative commodities. 

It is important to clarify a point of 
terminology here. In the finance literature 
m.strumenis like futures, options, and swaps 
arc known as derivative a.s.sets because their 
values depend upon the so-called underlying 
titles to wealth such as .stocks, bonds, or 
currencies. By contra.sl, we rcter to ail 
financial assets as derivative commodities 
on the ground that they are traded like 
commodities and their values arc based in 
the ultimate analysis on the correspotiding 
goods and services. Modigliani and Miller 
(19.^8:265) seem to highlight the .second 
aspect in theirstatement: ‘The physical a.sscts 
held by each firm will yield to the owners 
of the firm - its stockholders - a stream of 
■profits’ over lime.” And the .stock price will 
depend mainly on this stream of profits. So, 
we contend, the stocks are derivative 
commodities in this .scn.se. 

The derivative commodities have brought 
in their trail a distinct class - the class of 
financial capitalists. Furthermore, they have 


speeded up the adjustment pnx;ess in the 
economy. The motion of a material object, 
being subject to the laws of physics, uses 
up time and energy. In contrast, a legal title 
to that object, being quasi-immatcrial, is in 
principle al.so instantaneously and costlessly 
variable. With the advanced technology of 
iclecumniunicalions.uderivativc commodity 
can move over space at the velocity of an 
electronic impulse. The commodity 
prixlucing.scctordalcrtohecalicd'indu.stry') 
of the economy is responding to this chal lengc 
by resorting to such devices as Hexiblc 
manufacturing, out-sourcing, and re¬ 
engineering [Champy 1995; Hammer and 
Champy I993J. Tlic pre.scnt paper makes an 
attempt to theorise the current state of 
capitalism. To.lhnt end. it reconstructs the 
Keynesian theory by integrating some 
elements of the Treatise (1930). and the 
General Theoiy (1936), so that the general 
e(|uihhriuiTi covers the commodities as well 
as their derivatives. 

It will tianspire that the observed 
deceleration ofcapital accumulation (Tables 
I and 2) at the centre of world capitalism 
follows from the internal logic of the .system. 
Under the circumstances the centre is not in 
a po.sition to substantially induce or facilitate 
growth in the underdeveloped capitalist 
economies. Probably the crisis of 
undcrdcvelupment in third world countries 
would be the prime axis of conflicts in the 
next century. The resulting tensions may 
well spill over into religious and cultuial 
domains, and take the garb of holy wars. But 
what would be a secondary manifestation, 
not a reflection of the essence. So, 
Huntington’s .exercise, in our view, is 
supcrncial. 


Tabi.i; I: AnnualC iiANOCOF Gross Fi.xld 
iNVFSTMFNr, 19.S9-94 
(Six- year average’ |)er eeni per year) 



G-7 

OECD 

1959-64 

6.9 

6.9 

1965-70 

5.5 

5.4 

1971-76 

2.5 

2 5 

1977-82 

2 0 

1.7 

1983-88 

5.6 

5 4 

1989-94 

2.3 

2.3 
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Derivative Commodity 

The rise of a class of world financial 
capitalists is easier to document. Consider 
the foreign exchange market. Tlic turnover 
is large in size and growing vci-y fast; currently 
it is of the order of 3(X) trillion dollars a year 
[BIS I995aj. The enormity of it can be 
appreciated against the following figures; 
the world GDP is worth some 25 trillion 
dollars, .savings and invc.stmcnt 5 trillion 
dollars, and international trade in goods and 
nun-factor services 5 trillion dollars [World 
Bank 1995). Foreign direct investment is 
comparatively small. being2.34biilinn dollars 
in 1994 [BIS 1995b;66|. Evidently, most of 
the transactions in foreign exchange markets 
are related to the turnovers of derivative 
commodities rather than of commodities as 
.such. 

The bond market became globalised in the 
last decade, and internal lunal bond trading 
exploded. Within 10 years to 1993 total 
cross-border sales of American treasury 
bonds ro.se Irom 30 billion dollars to 500 
billion dollars. Equity markets have been 
slow to go global, held back by internaliunal 
di ffcrences i n accou nli ng practices and other 
impediments. Yet the gross turnoverof bonds 
and equities between domestic and foieign 
residents rose from 3 per cent of American 
GDP 111 1970 to 9 per cent in 1980, and as 
much as 135 percent in 1993. For Britain 
such business .soared from virtually nothing 
in 1970 to more than 1,000 per cent of GDP 
in 1993. 

The total stock of financial assets tiaded 
in the global capital market increased from 
5 trillion dollars in 1980 to 35 trillion dollars 
in 1992. equivalent to twice the GDP of 
OECD countries. In the coming three years 
it will become three times the OECD 
economies’ GDP |77it' Econoinist 19951. At 
this rate the den vativc commodities are .soon 
going to overtake in size the underlying 
commodities. 

.Stocks and bonds, of course, have been 
there for ages. Chicago’s exchanges are 
seliinggrain and commodity futures contracts 
for over one hundred years. And money is 
the oldc.st derivative as.set of all. What is 
unique about the present situation is that the 
volume of trade in what we call derivative 


Table 2; Gko.ss Savings RA’ras of G-7 Countries 
(.Six-yunr average, per cenl per yeai) 



19.59-64 

1965-70 

1971-76 

1977-82 

1983-88 

1989-93 

Canada 

17.6 

21.4 

22.5 

21.7 

19.4 

15.2 

Franee 

22.9 

26.7 

25.6 

23.0 

19.7 

20.5 

Germany 

27.2 

27.2 

25.5 

21.5 

22 7 

22.8 

Italv 

24.7 

23.5 

23 1 

24.6 

21.5 

18.7 

Japan 

.36.1 

.38.2 

.35.9 

.31.5 

31.8 

.34.1 

UK 

18.5 

19.7 

19 7 

17.8 

16.5 

1.3.8 

US 

18.1 

18.3 

18.3 

20.2 

17.1 

15.5 


Siiurie For 1959-74. United Nations. YearhonkofNatiimolAertninls, country tables. For 1975-93. 
OECn Eeimomie Outlook. Ap|)cndix tables. 
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commodities is now towering over that of 
the underlying commodities. And the 
diversity of these products is staggering. A 
partial list of major novelties would include, 
in no particular order: negotiable CDs, 
Eurodollar accounts, Eurobonds, sushi 
bonds, floating-nue bonds, puttable bonds, 
zero coupon bonds, stripped bunds, options, 
financial futures, options on futures, options 
on indexes, money market funds, cash 
management accounts, income warrants, 
coliaterised mortgages, home equity loans, 
currency .swaps, floor-ceiling swaps, 
exchangeable bonds, and on and on. There 
has been a revolution in financial institutions 
and instruments (Miller 1986]. 

Changes in taxation and regulatory regi mes 
arc driving the production process of 
derivative commodities. Income lax laws of 
virtually every country seek to maintain 
different rates ot tax for different sources 
(and uses) of income- between income from 
capital and income from labour; between 
interest and dividends; between dividends 
and capital gains; between personal income 
and corporate income: between business 
income paid out and business income 
retained; between incomes earned at home 
and abroad; and so on. Now, .securities can 
be used to transmute one form of income 
into another - in paiticular. higher taxed 
forms to lower taxed ones. The pattern would 
reach a sort of equilibrium over time it taxes 
and regulations remain stable. But recently 
regulations have changed and taxes have 
been greatly modified. As a result an endless 
sequence of action and reaction has been set 
in motion churning out a vast array of 
derivative commodities. The cost of 
production of this new genreof commodities 
is minimal, and the labour theory of value 
hardly fits in. 

An even more fundamental force seems 
to be at «(.irk. There is an increasing trend 
towards abstraction of traded commixlitics. 
A typical commodity futures contract, fur 
instance, gi ves the holder t he right to demand 
delivery of the commodity at the agreed 
upon price at the times, places, and quality 
grades specified in the contract. In practice, 
relatively little physical delivery actually 
lakes place. M ost short contracts (obi igations 
to deliver) arc liquidated by offset - i e, by 
going into the market and buying an 
equivalent standardised co;iiract. To take 
another example, previously state laws in the 
USpiohibitcdca-shscttlementof commodity 
futures, 'fliese restrictive state laws were 
superseded in 1974 by the federal regulatory 
statute thiit set up the commodity ftiturcs 
trading commission (CFTC) as a succc.s.sor 
to the commodities exchange administra¬ 
tion (CEA) and gave the CFFC solcjurisdic- 
tion over ftiturcs markets. Now there is no 
federal prohibition of gambling; cash scttle- 
menls, suddenly if inadvertently. ha.s 


become conceivable (Miller 1986:457]. In 
short, commodity is receding into the back¬ 
ground leaving the .stage to derivative com- 
moditic.s. 

Such an economy is governed by two 
principles: one relates to commodities, and 
the other to their derivatives; and the two 
together weave an overall general 
equilibrium. .Surprisingly, the existing 
literature has not rccogni.sed this simple fact. 
The matter is aptly described by Rurgstallcr 
(I994:.f-10). Despite its increasing real-world 
prominence ovei the centuries, financial 
capital never gained analytical status within 
the hard core ol economic theory. In 
particular, unlike real capital, it failed to be 
integrated into the theory of value and 
di.slribulion. Consider, for illustration, the 
cn.se of Ricardo In his corn model, two 
resources exist at any given moment: a 
periodically reconstituted wage lund and 
land. In the two-good version of the model 
Ricardo shows how competition entails both 
a determinate land rental and an 
iiitcr.scctonilly uniform rate on corn. The 
latter, of course, is the well known principle 
of uniform rate ol profit - the guiding idea 
in classical and Marxian thinking on capitali.st 
competition. 

Ricardo, hovvever, fails to ask an elemen¬ 
tary question: What happens if a stock ex¬ 
change springs up, and allows instantaneous 
and qua.si-costlcssexchungeofcquity claims 
on wage fund and land? fie docs not analy.se 
the con.scqtienccs lor the dynamics of ti 
ca|)itulist economy of the et|ualisation of 
profit rates, not merely across sectoral 
productive activities, but acro.ss all lorms of 
holding wealth. 

Perhaps more surpristng is the failure ol 
modern thcoiics ol general equilibrium on 
this front. In the celebrated Arrow-Dcbrcu 
model the equity markets are invisible, the 
problem ol value being analy.scd as one ol 
only llow-priting of inputs and outputs. The 
fact that wcalth-holdeis must at each instant 
be satisfied with the sti>ck composition ol 
their instantly tradable portfolios of 
ownership claims is, wrongly, thought to be 
of no con.sequence foi the determination ol 
relative prices.' 

The concept of portfolio or stock 
equilibrium gamed entry into the literature 
through Keynesian macro-economics. It did 
.so via Keynes’ 119.^6) .succe.ssfiil defence of 
the I'quidity-prelerence theory against the 
Walras-Marshall-Ftsher-Robertson How 
view of interest rate determination in the 
loanable funds market. The impact of this 
tnnovation has been visibly lelt in the po.si- 
war development of the theory of llcxible 
exchange rates. 

Since then, as noted above, there has been 
a revolution in linancial institutions and 
instruments. About the same time, in fact, 
there htive been remarkable breakthroughs 


in the theory of finance. Yet. a vital link is 
missing - between the markets of 
commodities and of dciivativecommoditics. 
The prc.scnt theories of pricing .stocks, bonds, 
options, etc, in elfect, assume Say’s law in 
respect of the demand and supply ol these 
instruments, regardless of the conditions 
prevailing in the goods market This 
observation applies equally to Burgstallcr 
(1994) who incorporates a stock market into 
the general equilibrium theories ol classical 
and neoclassial schools To put it in another 
way, as we see it. the theory ol lin.ince sttll 
awaits a Keynesian icvoluiion! 

MiSSINC. FiOt'AIION 

The Burgstaller-critic|ue can he aimed at 
the Keynesian economics as well. Given the 
schedule of marginal etficiency of capital, 
investment is determined by the rate of 
interest, which m turn etitiaies the demand 
for and supply ot money at a certain level 
of income. So goes the st.itulard Keynesian 
theory. But, Just as m the c.i.se of Ricardo, 
it docs not raise, let alone answer, a basic 
question; Will the wealth owners hold the 
exi.stmg stock of capital under the circum¬ 
stances? 

i'or the shareholders the return on capital 
has two components, namely, the dividend 
and the capital gains. Let Y be the national 
product, and w its wage cost per unit Then 
(l-w)Y measures the dividend to be leceived 
by shareholders. Let p„ be the price ol a share 
at the hegtnning of a pci lod, and p, the price 
at the end. .So (P|-p„) is the capital pains per 
share We are taking the price of current 
pioducts as the mimcr.iirc. The real capital 
is K, and each share repre.sents the claim on 
one unit ol it. The sh.ircholder’s rale of 
return on capital is denoted by r. Thus 

(I) I = (l-w)Y/K -r (p,-p„)/p„ 

To simphly the algebra and mitations, let 
p„beequ.iliounily.and p, be written without 
the subscript as just p. Then (1) becomes 
;2) I ^ (I- w)Y/K -I- p - I 

Now wc turn to the Keynesian model 
where the demand for mvestinem I is a 
fiinclion ol the rate of interest i as follows. 
ii) I =1 1(1), !’(.)<() 

The Bnrpslallei question m this context 
is; What is the lelationship between r of (2) 
..nd i of (S)? l-vidently. in equilibrium they 
must be eqii.il. 

(4) r -- i 

This equation is missing in Keynesian 
economics 

Furthermore, Keynes oversimplifies the 
piclureby assuming only two assets, namely, 
money and bonds, which enables him to 
consider the money market alone, Jiistitled 
by the Walrus law. But the financial markets 
todiiy are quite complex with a variety of 
products. F'liiancinl capitalists arc as strong 
as any other capitalists; they also maximise 


Economic and Political Weekly April 19, 1997 



pronts if others do. Why not? This takes us 
to the Keynes of the Treatise (1930). 

Keynes (1930:2)7) divides the economy 
into two sectors, namely, industry and 
finance. By industry he means “the business 
of maintaining the normal process of current 
output, distribution and exchange and paying 
the factors of production their incomes". By 
finance, on the other hand, he refers to "the 
busine.ssofholding and exchanging exi.sting 
titles to wealth...including .sttxk exchange 
and money market transactions, siieculation 
and the process of conveyingcunent savings 
and profits into the hands of entrepreneurs.” 
A potential .source of conflict between them 
is hinted as follows: "Each of these two 
branches of business utilises n certain pan 
of the total stock of money”. Several other 
reasons fur contradictions between industry 
and finance are al.so noted. Keynes develops 
this theme under the rubric of the ‘Dynamics 
of the Price Level’. We shall use it for 
another purpose - to determine the rate ot 
interest. 

In our model the industry-sector makes 
real investment to priHlucecommodities, for 
which It requires finance; and the finance- 
sector supplies the finance at a price, which 
is the rate of interest. In equilibrium the 
interest rate equates the demand and supply 
of finance for invc.stmcnt. It .sounds like the 
loanable-funds theory; hut our story ends 
differently. In Figure I, the marginal rate of 
profit on real investment is represented by 
AM, which is analogous to the Keynesian 
scheduleofthemarginal efficiency ofcapital. 
With the inlcicst rate on the vertical axis, 
AM becomes the industry's demand curve 
for investment. The literature considers 
broadly three methods of financing 
investment. lnWickscll( IVShIbanksaieihe 
sole source of linance. while inTobin (I %9) 
it is the stock market that provides funds for 
investment. Keynes (1937) takes a middle 
ground in that the investors, he assumes, 
borrow from banks in the shod run and then 
rc.sort to the stock market for the long run 
(Asimakopulos 1983). Here we shall follow 
Keynes. 

In our model a representative fmancial 
firm deals with stocks, bonds, futures, 
options, money, and all ihat. Its income is 
acomposilcof interest charges, commissions, 
and fees. All these components of its income 
arccloscly related. For convenience we shall 
refer to the composite income of a financial 
firm as interest. Such interest is a cost of 
investment fnimthc viewpoint ofan industrial 
firm. It is this interesi rate which appears in 
the vertical axis of Figure I and enters the 
investment demand function (3). 

Some time ago imperfect competition hud 
made its debut in the product market of the 
Keynesian macro theory [AkcrIofei al 1996; 
Hart 1982; and Mankiw 1985). Now we 
introduce it m the finance .sector. We assume 


* PioofcB I: Intbest Rate AND Investment 
Marginal Profit 
Interest Rate 



(hat a financial firm operates in a market of 
monopolistic competition. After all. finan¬ 
cing involves considerable subjective 
assessmenl of market risk and creditworthi¬ 
ness of clients. It follows that a financial fii m 
typically has a niche market; the demand 
curve for its product is downward sloping. 
Recall that in Figure I curve AM rcpre.scnts 
the industry's demand for investment, that 
IS, its demand for finance. .So it is also (he 
demand curve for the product of the financial 
sector which produces and supplies finance. 
From this demand curve we draw the marginal 
revenue curve AR for the finance sector. Let 
BC be the marginal cost curve for producing 
and supplying finance. The linance sector 
sets ilspriceiomaximisc profit.The marginal 
cost and the marginal revenue curves of 
finance intersect at point E; accordingly OF 
is the finance’s profit-maximising pricc.Thus 
OF is the equilibrium interest rate in the 
economy. 

Two implications of this theory of interest 
rate are obvious. Ftrst, the equilibrium will 
occur only at the top. chrstic part of the 
invc.stmcnt demimd curve. So there i., a floor 
for the interest rate - rctninisccnt of the 
liquidity trap in the Keynesian theory. 
Second. EG may be taken as a mea.sure of 
the deadweight loss of investment, since by 
this amount the equilibrium investment (BE) 
falls short of that level of investment (BG) 
where the marginal profit of invc.stmcnt and 
the marginal cost of its finance arc equali.scd. 

Low Lr.vi-i. EoutLiBKtuM 

ConsumptionC, tt is assumed, is a function 
of income Y, and of wealth which is inciLsured 
by Kp. 

(5) C = a + bKp + cY 


Fkiuiie 2 : Bouiuarium in Marxeis of 

CoMMODITT AND OHRIVATIVIi COMMODirV 



in equilibrium national income is equal to 
the sum ol consumption and investment. So 

(6) Y = la+l+bKpl/d-c) 

Given K and I this equation is represented 
in Figure 2 by line AB which shows the 
equilibrium in indttstry, that is. the goods 
market. From (2) and (4) we get 

(7) Y = (l+i-p)K/(l-w) 

This equation shows equilibrium in the 
financial market. In Figuie 2 it is represented 
by line CD. The macro-economic general 
equilibrium covering both industry and 
finance - the goods market and the stuck 
market - occurs at the intersection of AB 
and CD at point E. 

As for comp.arative statics, a fall in the 
average wage bill w would make CD rotate 
inward to the left keeping (he endpoint fixed 
at C, while AB remains unaffected. The 
equilibrium level of income would fall, and 
the share price would be lowerthan the level 
at the initial equilibriun i; however, there will 
be capital gains so long as p exceeds I. Thus, 
as in the standard Keynesian model, here 
also wage cut docs nut help raise the income. 

On the other hand, if (he marginal cost of 
supplying finance declines, that is, BC in 
Figure I drops, interest rale will tall and 
investment will rise. Correspondingly in 
Figure 2 line AB shifts to the right and line 
CD to the left. The share price will be lower, 
hut the impact on income can go either way. 
The second part of this result is comparable 
to the unpredictability of the effect of 
monetary policy in the .standard Keynesian 
theory. 

In sum, our extension of the Keyne.sran 
theory runs as follows. The interest rate is 
.set by the finance .sector so as to maximise 
its profit; in the process the volume of 
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invertment gets solved (Figure I). Now, the 
system of equations (6) and (7) has two 
unknowns, Y and p, while K and I aie 
predetermined: Figure 2 gives the solution. 
This is a model of essentially Keynesian 
general equilibrium with the goods market 
as well as the stock market .Its crucial message 
is that the interest rate cannot fall below a 
certain point, for the equilibrium must occur 
at the top, elastic part of the investment 
demand curve. Tlius, with a relatively high 
interest rate, the volume of investment is 
correspondingly low, and so is the level of 
income. 

Over the period 1959-94, the financial 
capitalists in G-7 countries have become 
strong as a class. It is al.so noted that the rate 
of interest has gone up and the rate of capital 
accumulation has slowed down. These data 
may not be accepted as direct evidence in 
support of our theory. But they seem to be 
fairly consistent with it. 

Dynamics 

There are three dominant species of 
capitalism, to be found respectively in 
Germany, Japan, and the US. The first two 
are in serious economic troubles, and they 
arc emulating by and large the American 
way to overcome the ensis. So the US may 
be taken as the leading contemporary 
prototype of advanced capitalism. A salient 
hypothesis of the pre.sent essay is th at the 
.sector of commodities is being dominated 
by that of their derivatives. One evidence 
of it can be traced in the relative pcrlormancc 
of the GDP and the stock markets. During 
halfacentury to 1996. American GDP grew 
at the rate of about .1 per cent a year, while 
the returns (dividends, intcicsl, plus capital 
gains, all corrected for intlation) on the 
Standard and Pour's 300, being 8 per cent, 
were nearly three times as m\n:h (Wall Street 
Journal, January 24, 1997). The difference 
between the two rates - 8 per cent and J per 
cent - might be rationalised as the so-ctlTled 
risk premium on equity [Mchra and Pre.scott 
1985]. Blit a risk penuum of 5 per cent in 
an economy growing at a mere 3 per cent 
is itself a bigger puzzle. 

In recent years the annual yields (the ratio 
of cash payment to price) in American stock 
market is about 2 per cent [The lu onomht, 
July 6,1996). By that yardstick, the rate of 
capital gains works out at 6 per cent (8 per 
cent minus 2 per cent), which is twice the 
growth rate of GDP. Clearly, advanced 
capitalism is living off the future. As the 
personal wealthgrows with financial markets, 
consumption rises, savings fall, and so docs 
the rate of capital accumulation (Tables I 
and 2). That completes the circle of 
stagnation. Advanced capitalism is subject 
to two decclerators. On the one hand, financial 
capitalists set the interest rate high. On the 
other, the expanding valuation of private 
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property induces consumption to a high level. 
Both have the effect of curbing the volume 
of investment, which in turn affects the 
growth rate of the economy. 

This is money fetishism, rather than 
commodity fetishism. Marx (1867: 71-72) 
describes the laiier as the case of the product 
-thecummodity-transcending.urpicvailing 
over, its creator, human labour. I n advanced 
capitalism, money .seems to have taken over 
from commodity. Titles of claims on wealth 
arc intrinsically mere tokens of certain 
physical products; they can be constructed 
and exchanged alino.st instantaneously and 
costlessly. Yet they tianscend their original 
being and capture a central position in a 
modern economy. Sitick market rules the 
waves where human lieings swim or drown. 
Herein lies the mystiqucof dollar capitalism. 
From here folhiws an important corollary - 
a compulsion for quickening the pace of 
adju.stmcnt threughoul the economy. Itmcans 
profound changes in the production process. 
The old concepts of a factory, or of 
emplovmcnt arc giving way toan unforeseen 
web of relationships. A business cor|H>ralion 
has no longer any palpable siruciure: an 
employee has no longer any secure site. 

The market of derivative commodities, 
financial as.sets, is extremely agile. When it 
dominates the economy, industry has to 
mould itself in its image. A business 
corporation makes itself ready to turn 
diiection or to shed a pail of itself at a 
moment’:, notice. Outsourcing - 
subcontracting the works as far as possible 
to other companies - is a helpful device to 
this end. So is networking which c.ssentially 
means sharing the use of production and 
communicaiion facilities with other 
companies. And. above all. there is the 
strategy of re-engineering which involves 
momcnt-to-moincnt .scrutiny and validation 
of business performance in terms of 
customers' instantaneous response, erasing 
all legacies of the past and oblivious to the 
commitments to future [Champy 1995: 
Hammer and Champy 199.f|. 

Derivative cunmiodities take practically 
no space to exist, cost almost nothing to 
transport, and move at about the speed of 
light. Their market has a naturtil tendency 
to bcglubal across the boundariesof politics, 
geography, or civilisation It is a potent 
unifying thread for the centre of world 
capitalism, in sharp contrast to the 
impcri.ilistic rivalry that .selling cars, 
computers or shoos generates. Contrary to 
Huntington's forecast, it is thcrel'oie hard to 
imagine the possibility of violent 
confrontation between Tokyo and 
Wa.shinglon ongioundsofcivilisation, while 
the Japanese arc sinking billions of yen in 
US treasury bills. Rather, it is easier to 
visualise the meltdown of the Mexican peso 
as the speculators relocate their funds. In the 


days a/wtid IhilXl world Cimines are likely 

to be in far greiiter n'sk 

and socio-political turmoil than the 
civilisations arc in dangei ol slashing each 
other’s throats. 

Finally, a note lor my fellow economists. 
Inadeeply perceptive ci ilique Marglin (1997) 
has drawn oui aitention lo the self-mllicted 
pri.son walls ol the Keynesians, old and new 
alike Macro-economics todav, Marglin 
points out, is divided between New- 
Keynesians and Ncw-Classieals. The labels 
deceive: Ihcie is nothing much new in eilhor 
camp. The first is a high-tech version of the 
.so-called neoclassical synthesis alieady 
enshiined m Paul .Samiielson's I'.conomics. 
first edition. I'he second IS a high-tech version 
ol pie-Keynesian economics with its 
emphasis on market clearing, rationality as- 
maximisation. and the like Now comes the 
punch. 'I'he Ncw-Kcyncsians, like the 
neocla.ssical synlhesi.scrs bclore them, gtive 
up the real light when they conceited the 
long run to the other side, reducing Keynes , 
to a search for reasons why the classical - 
be it Nco oi New - verities do not hold all 
the time, in the short period as well as the 
lung. The answers varied, but the underlying 
idea remained the same: sticky wages, 
staggered contracts, menu costs, etc. But, wc 
know, they do not make .sense in the long 
run Marglin. jhen. lightly concludes: "as 
long as we concede the long itin we are utti 
of the game - both the ihcoietical game and 
the policy game.” Btit how can Keynesian 
eeonuiiiics be relevant in the long run? 
Marglin’.sownsuggestion isiwo fold. make 
labour .supply endogenous, and lecogmse 
the pre.sence of uncertainty, as distinct from 
risk, to invoke the ‘animal spirit'. Personally 
1 do not find the spiritual track of Marglin 
anything but nebulous. In my judgment, the 
industry-finance dichotomy entailing the 
contiadictions between commodities and 
then derivatives as outlined in the Treatise 
and the theory of aggregate demand as of 
the General Tlieorv can be combined to 
rccon.struct a Keynesian economtes that 
would address the long run. Endowed as the 
economy i' with commodities and ll.cir 
derivatives, low rale ol capital acciimtilalion 
IS the key to understand the present stage 
ol advanced ca|>ilahsm: short ol technological 

1. 'a|>s it spells stagnation This papci is a re¬ 
reading ol Keynes to exploie the. long run. 

|l am most giatelul to David Felix for his 
inspiialion. guidance and udviee 'fables I and 

2, III paiticiilar. arc adapluiions Iroiii his works. 
My liability for iho p.i|x.'i is full and unlimited.] 
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INDIAN STATISTICAL INSTITUTE 

SUMMER SCHOOL ON ADVANCED ECONOMETRIC 
TECHNIQUES AND THEIR APPLICATIONS 

Indian Statistipal Institute will organise a three-week Summer 
School on Advanced Econometric Techniques and Their 
Applications at its Calcutta campus from June 09 to June 27, 
1997. The objective of the School is to familiarize its participants 
with the theory and methods of applications of latest econometric 
techniques like Specification tests for nested and non-nested 
hypotheses; Regression models with qualitative and limited 
dependent variables; Regression diagnostics; ARCH models, Vector 
auto-regression; Tests of unit root; Cointegration; Nonparametric 
regression; Data envelopment analysis etc. 

The School is meant for research fellows and young teachers/ 
researchers working in colleges, universities, institutions. 
Government departments who are currently engaged in research 
on applied econometric problems. Applicants must have consistently 
good academic records with at least a Master's degree in Economics 
from a recognised University/Institution. They must also have a 
strong background in Statistics and/or Econometrics. 

There is no fee for the School. Participants will be provided 
with free board and lodging in the Institute campus in Calcutta. 
To and fro second class railway fare by the shortest route would 
also be given. Applications are invited on plain paper stating 
(i) name; (ii) mailing address; (iii) sex; (iv) date of birth; (v) academic 
qualifications (mentioning the name(s) of Board/University/ 
Institution, year of passing, class/division and subjects); (vi) level 
of formal training in Statistics and/or Econometrics; (vii) whether 
board and lodging are needed; and (viii) present position. Each 
application must be accompanied by a short write-up of a research 
problem (which the applicant may be currently working on or 
intends to work on) and a recommendation letter from the head 
of the department/institutions/employer. Selections are based on 
academic qualifications and the merit of the write-up. Applications 
must reach Dr. Nityananda Sarkar, Economic Research Unit, 
Indian Statistical Institute, 203, B.T. Road, Calcutta 700 035 
(fax (33) 5566680) latest by 22 May 1997. 
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Malaria and Migrant Labourers 

Socio-Epidemiological Inquiry 

Madhukar Pai 
Anaiid Zachariah 
VViiisIcy Rose 
Samuel Satyajit 
Santosli Verghese 
Abraham Joseph 

Migration malaria is an important epidemiological snh-type of malaria. It impacts on every other type of malaria 
as human migration is an important factor in malaria transmission. Through this case study of an onthreak of 
malaria in a migrant group in Vellore district, the epidemiological, .social and human prohlenis of migration 
malaria are examined 

The stitdy highlights the importance of migrants in di.sease transmission. It also raises social and ethical issues 
in the health care of migrants and highlights the need to consider migrants as vnlnerahle, high iisk people with 


uniepte needs. There is a need for a 

“THE problem of existence in very many 
parts of India is the problem of malaria” 

I Simon 1935]. Official figures indicate that 
2-3 million episodes and around 1.000 
malarial deaths occur every year in India 
[GOI 1995-96). These figures arc gross 
underestimates. Although the situation 
has improved from 1935 when 100 million 
cases occurred in a population of 300 
million, inulunu still affects the lives of 
many. The outbreak in Rajasthan in 1994 
demonstrated how malaria devastated 
peoples’ lives, the whole country being 
unaware and the .system dealing with it 
inadequately. 

Malaria is increasingly seen .as a ‘local’ 
disease affected by the local epidemiological, 
socio-cultural and ecological factors. Seven 
sub-types of malaria are now recognised: 
Savanna malaria, malariuof plains and valleys 
outside Africa, highland and de.scrt-fringc 
malaria, agricultui al and development project 
malaria, urban and peri-urban malaria, forest 
malaria and war-zone malaria (WHO 1993]. 

In addition to these, the National Malaria 
Control Strategy has suggested newer epide¬ 
miological types: tribal malaria, irrigation 
malaria, urban and peri-urban malaria, project 
malaria, marginal rural malaria, migration 
malaria and border malaria jSharma 1996, 
MRC 1994], Control strategies arc increa¬ 
singly being adapted to the local epidemio¬ 
logical situation. 

The importance of migration malaria was 
emphasi.sed in the World Declaration on the 
Control of Malaria (1992): “Social, political 
and economic changes all contribute to the 
worsening malaria problem, particularly 
through population movements and ecolo¬ 
gical disturbances. Noii-i mmune populations 
entering malaria-endemic zones within the 
frontiers of economic development are paying 


clear policy on migrants and their i 

an exorbitant pi ice because they sufferdisease 
and disability’’ |WIIO 1993]. However, the 
relationship between migration and malaria 
and the prohlenis ol migrant malaria have 
received scum attention. 

Popiu.ATioN Movi-.mi.nts and Mai.aria 

Various factois have contributed to larger 
scale inoveiii'mt of labour in the la.st century. 
Hiese include industrialisation, development 
projects, urbanisation, better transportation 
and widcnint! economic disparities within 
the country. Migiant labour is not easily 
identified as they work in the unorganised 
sector and olten reside on unauthorised 
lands. Govci iiniciii programmes do not cater 
to their needs. They are often from the 
poorest of the poor with specific health 
needs which have rarely been studied oi 
addrcsseil. Of these, malaria is a well known 
health problem 

It is estimated that onc-sixth ol the 
country’s population moves annually during 
the transmission season from malarious to 
non-malariotis areas and vice versa | .Sharina 
V P1996). I ,argc-scalc interstate movements 
occur in relation to development ol agri¬ 
culture, lorests, industrial projects and 
construction activities. Labour populations 
from the stiiies ol Orissa. Bihar and Wc.si 
Bengal migrate to highly malarious noith 
eastern parts ol India lor project activities. 
A study in the north eastern states indicates 
that 46 piojects employing 2.33,000 workers, 
include 70,900 seasonal labourers from 
outside stales. In this population the malaria 
prevalence was 11.1 per cent (7.1 per cent 
falciparum) jPattanayak 1980). In another 
.study Iroin Delh', 13 percent of the migrants 
studied had ciipical malaria as compared to 
only 7 per cent in the native population [Sethi 
1990]. Similarly labour movement for forest 


ulth care. 

activities is quite lieqiient Irom Andhra to 
Maharashtra and M.idhya Pradesh. For 
agricultural activities, there is large-scale 
labour movement liom MP. Bihar and UP 
to H.iryanu and Punjab. During summer 
months, migration occiiis for cattle grazing 
fiorn the desert areas ol Rajasthan to MP and 
as far as UP. 

Mechanisation of agiiculture has resulted 
in large-.scalelnovement of l.ihotii from rural 
to urban areas. These labourers are often 
in vol ved m construction work. Migrants often 
settle on lands unfit lor settlement m the 
surrounding pcri-urh.iii slums. It isc.siimaK*d 
that people living in pen-uihan slums 
comprise 25-40 per cent ol the urban 
population I.Sharma 1996) The populalion 
sii.scepiible to malaiia m the urban areas is 
appioximately 1.50 million of which half arc 
people living m peii-iiiban .ireas [.Shnrma V 
P 1996). From a picdomin.intlv rural disea.se 
in most stales, malaria has now turned into 
an urban disease. To give one example, 
Chennai city accounts tor nearly 50 per cent 
of all malaiia ca.ses reported in Tamil Nadu. 
One of the reasons loi this has been migra- 
tioi, Irom M.ilaiious zones into urban areas 
where poor eiivironmental conditions and 
high population densities facilitate 
transmi.ssion. 

Scvcialmahiiiaepidemics have been traced 
to migiation inOiissa. MP, Bihar. Rajasthan, 
Giijaiat and Delhi [Pattanayak I9S0, 1996; 
.Shaiiiia I9K7|. In most of ihe.se. migrant 
labour had come trom malarious/ones where 
falciparum malaria was pievalent. These 
outbreaks have been noted in different 
occupation groups: construction [Adak 
1994), stone quarry (Sharma 1993], 
agriculture {Sharma I98K), and mining 
[Yadav 19911. The migrant labour in these 
outbreaks had higher latcs o, parasitacmia 
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and higher falcipaiuin proportions than the 
native population. 

While migrant malaria is considered a 
.separate epidemiological sub>ty pc, it impacts 
on every other type of malaria including 
urban, tribal, irrigation, peri-urban, border 
and project malaria. Thi.s is because popu¬ 
lation movements to and from malarious 
zones are crucial to the transmission of the 
disca.se 

We present a study of a group of migrant 
workers who fell ill with malaria after coming 
to Vellore. This report examines the role of 
migrant population movements in the 
worsening malaria situatioii in Vellore town 
and the possible spread of drug resistant 
malaria as a result of this. This .study also 
raises various .sociological and ethical i.ssues 
in health care of migrants. 

Vellore, a town of around two lakh 
population, is the headquartersof North Arcot 
Ainbedkar (NAA) district of Tamil Nadu. 
The malaria situation in this district has been 
steadily worsening over the last few years 
(Fig I). I'ill 1991 there were no reported 
indigenous cases of malaria in Vellore and 
the Annual Parasite Incidcnce (API) remained 
fairly constant (API 1.22-3.95). From 1992, 
there were increasing reports of indigenous 
transmission and Vellore was declared 
endemic for malaria in 1993 [NATHI 1993a, 
I9‘)3bl. Since then the API has steadily 
incretLsed up to an API of 12.01 in 1995 
(Fig 2). There has al.so been an alarming 
increase in the number of cases of P 
falciparum. While there has been a report of 
local transmission of P falciparum, it seems 
to be an infrequent (Kcurrence [Venkatesan 
E A 1994]. 

Vellore has a large influx of jxiople from 
outside the town and other states. The 
Christian Medical College and Hospital 
(CMCH) has approximately 2,000 out¬ 
patients every day of whom a large proportion 
are from the northern states. In addition, 
construction and development work attracts 
labourers from other states. 

Casl Study 

On March 14,1996, a group of 48 migrant 
labourers working for a construction 
company in the CMCH premises leported 
at the Community Health (CHAD) Hospital 
attached to CMCH with the complaints of 
fever. They were originally from Anantapur 
district, Andhra Pradesh and Gajapath 
District, Orissa. This group was working 
under a contractor who brought them to 
Vellore. They arrival in Vellore as two groups 
on March 2 and 3. 

They stayed in hutments on the Palar 
river bank (the same site as the hospital 
borewel I water .source), 3 km from tire hospi tal 
campus. The hutments had unlined floors. 


There were no toilets or solid waste disposal 
facilities. The migrants cooked their own 
food outside the huts and provisions were 
provided by the contractor. Clean water was 
available. Each hut accommodated four to 
five individuals. Adjacent to their camp site 
there were paddy fields and other vector 
breeding sites. 1'hey stayed along with other 
similar groups working for the company. 
Unskilled labourers were paid Rs 50 per day 
and skilled workers like masons were paid 
Rs 80 per day. 

This group was predominantly young (58 
per cent < 15 years) with few elderly 
individuals and almost equal proportion of 
males to females. The clinical profile of the 
group was as follows: 98 percent hud fever, 
94 per cent complained of lassitude, half the 
group had enlarged spleens and nearly 70 
per cent had pallor and 40 per cent of the 
group had a history of fever with rigors in 
the past. Based on this profile and the 
migration history a presumptive diagnosis of 
malaria was made and lab investigations 
w'cre ordered.. 

Lab results revealed that 91 per cent of 
the group had mal.iria (29 per cent P vivax, 
53 per cent P falci|iunim and 9 per cent 
mixed infection). All age groups were 
affected and all but three of the children 
under 15 years had malaria. Ring forms of 
(he parasites were seen in 92 per cent of 
the smears which were positive for P 
falciparum (indicating active disease). 
Haemoglobin estimates revealed that 77 
percent of the group were anaemic. Four 


individuals had severe anaemic (haemo¬ 
globin < 5 gm/dl). Evaluation of the blood 
smears showed that iron deficiency was 
uni formly present and there was no evidence 
of sickle cell disease. Ail the children were 
severely malnourished and two required 
blood transfusions. 

When the migrant group presented at the 
hospital a separate team of doctors was set 
up to handle the problem. Initial blotxl sineai's 
were taken and evaluated by the government 
health team and presumptive treatment 
administered according to NMEP guidelines 
(Sulphamethopyrazine (SMP) 500 mg + 
Pyrcincthamine 25 mg single dose for P 
falcipanim and Chloroquinc 6(X) mg for P 
vivax). Meanwhile the smears were also 
evaluated by the chief pathologist at CMCH. 
It was found that the number of ca.scs of P 
falciparum had been underestimated when 
the smears were first evaluated. On March 
17, a repeat visit was made by the doctors 
to the camp-site togi ve appropriate treatment 
to those who hadearlierhad incorrect therapy 
and for radical cute administration. However 
it was found that the group had been .sent 
back to their native place. Their employers 
indicated that they had no knowledge of this 
move. The health authorities had not been 
informed either. Therefore radical treatment 
could not be given to the entire group and 
some of them had not received the best 
treatment. 

Members of the group began to manifest 
symptoms of malaria withi n a week of arri val 
in Vellore. Most individuals had continued 
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working despite the lever. It was only when 
most members in the group could not work 
that tliey were reterred to tite hospital. Alter 
the migrant group lelt. an active surveillance 
was conducted by the government team at 
the camp-site. Mass blood smears showed 
that out ol the 108 smears, 32 were positive 
(P vivax 13, P i'alciparuin 13 and mixed 
infection b). However details of the place of 
origin and the travel history of these wotkers 
arc not known. 

To our knowledge, this is the first report 
from Vellore of a large number of eases of 
malaria among migrant labourers. The health 
status of the migrant group was poor as is 
revealed by their clinical profile. It is also 
clear that they were suffering from an acute 
exacerbation of a chronic illness and were 
undernourished. 

The living conditions of the group was 
marked by uverciowdmgand poor sanitation. 
Their working conditions contrasted to the 
locals who had stipulated working hours. 
Tlie migrant group wa*^ completely dependent 
on the contractor. Though they were .severely 
ill and medical facilities were available, they 
did not have easy access to the health care 
system. While the system was responding 
to the problem, the migrant group had been 
unknowingly sent away. Therefore the 
treatment could nut be compic'.cd i n the most 
appropriate way. 

The migriints were residing in conditions 
ideal for malaria transmission. Their camp¬ 
site was within a fertile mo.squito breeding 
ground and the locality of the town with a 
very high API in Velloie, high population 
density and poor sanitation. Mass screening 
of the other residents of the camp-site 
demonstrated 32 more cases of malaria of 
whom 19 were P falciparum. It is possible 
that the group studied was their .source of 


infection. Data from the UMS, Vellore, 
show that the number of cases of P falcipa- 
itim in 1996 was 172 as compared to 131 
in 1995. Though ilie number of indigenous 
ca.ses in these giotips is nol known it is 
possible that some of this increase could 
have been due to Ihc reservoir created by the 
migrants. 

it IS well known that migrants can spread 
CRPf malaria [ Wcr,sdoi1cr 1994. Venkatesan 
1994, NMEP 19y.5|, .Since these workers 
were from areas which are endemic for 
CRPf this rai.sed ihc (lo.ssibihly of .some of 
the cases being due to CRPf However this 
was not proved. The implications ot the 
spread of CRPI to Vellore is of public health 
concern. Othei tactors which may lacililatc 
Ihc development of CRPf among migrants 
include their poor access to health care 
resulting in .self-medication and inappro¬ 
priate treatment. Ii was by chance that this 
reservoir of falciparum was discovered. 
Many other migrants enter the town every 
day. Malaria among them may never be 
revealed unless they are routinely screened. 
These groups may he reservoirs of iiircclton 
and may contribute to the increasing pro¬ 
blem of malaria in Vellore town. 

Population Movement and Disease 
Control 

In a new environment migrants are 
dependent on thcircmployer fortheir welfare. 
Even if health care is available, it is not 
always accc.ssible. When a health problem 
is identified, the system mtiy respond with 
all good inieiitions and in Ihc best way 
po.ssible. However, the identinention o*' an 
infectious di.seasc focus among migrants 
may itself lead to factors which cause their 
displacement. Poverty and powcrlcssncss, 
factors which foice migration, may them¬ 


selves make migrants helpless when faced 
with ill health. There is imw a widespread 
agreement that though disease control is a 
desirable aim, it cannot be ti.sed to impose 
control ot migration IRosenfield 19891. 
These ideas were lucidly brought out by the 
participants of a meeting held m Bia/il in 
1981 by theSuperinieiulenciadethmpanhas 
de .Saude Ihiblica |as i|uoted in Ro.veiilield 
1989]: 

The main object of the actisities, what the 
authorities’ endeuvoiii to coniiol. should he 
the disease, not the migrant When it is 
observed that migrants aic spicatling or 
causing health piohleins. the pl.iniiei may be 
tempted to coniiol migMlion It must Ire 
icmemheied tirsi and foiemosl. howevei, 
that the control of di.sease. as an objective. 
IS corisisicni with all human v.ducs and is 
gcncially lecogmsed as ,i human right, 
wheicas the coniiol ot inigiation inliiiigcs 
on eihical and political piiiicipics of 
Irccdom ol movement and human lights 
This applies to everyone, iiichidiag the 
sick 

Migiants should be consulcicd a high risk 
popiiliiiioti and be scicciicd and tictiied for 
malaria whenever they move troin one work 
place to aiiolhci The lespoiisibility ol this 
task could he with then employeis and legal 
statutes to this cllect could make this 
procedure mandatory Coniiol measures 
recommended by Ihc National Malaria 
Control .Strategy [MRC 1994] for migrant 
mahinatire: tiggregation aiulseitlemcnl places 
to be sprayed and ii.se ot imprcgimted bed 
nets and repellents to be cncoui.iged. Our 
study reveals that both tlic.se coniiol mcasuics 
may bcditliculi to implement since migrants 
are people with vciy hillc coniiol over their 
lives Then living conditions rarely permit 
them the luxury ol bed nets and they mo.st 
eerlamly are m no [losition to demand that 
ihcii dwellings be sprayed. 

Society makes use ol migrant labour 
because they are uiiorgani.sed economically 
dependent without well defined lights of 
othei labour groups Malait.i is only one of 
their health pioblems. Preventive and 
cuiiitive health services are not'planned 
with their needs in mind and thetr health 
problems arc not easily redressed. How¬ 
ever. this invisible portion of our .society 
remains crucial to our country's health 
even il seen m Ihc narrow light ot malaria 
epidemiology Unless the social and poli¬ 
tical facTois which lead to migration arc 
addressed it is unlikely that control of 
malaria will be possible in our country. Our 
study merely rcllccts the niiijoi causes of 
lesuigencc of inalnna in India today: 
widening socTO-economic disparities, un¬ 
checked development and ccologictil deva- 
.staiion. fiiver, this reality, any meaningful 
malaria control strategy has to address these 
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social, ixilitical and human factors in malaria 
resurgence. 

(We gratefully acknowledge the support of 
Annie Sudarsanaiii, Dilip2 Maihai, Jayaprakasli 
Muiiyil, Prebhu Clciiiuni, .Swathi Pillai, Barbara 
Isley, the CHAD Laboratory team, the district 
health authorities and the UM.S iiersonncl of 
Vellore Municipality.) 
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Bangalore Public Sector Strike, 1980-81 

A Critical Appraisal 
11: The Strike 


Dilip Subraraanian 

The longest and costliest conflict in the history oj the public sector in India, the Hangaloie public sector strike 
ofi980-SJ possessed a number of characteristics specijic to it. The confrontation directly pitted the unions against 
the government and that too the central government which could deploy the full might of all the institutions of 
state power to smash the workers’ resistance. This would have a derisive influence on the natuie and outcome 
of the struggle. Secondly, even though generalised and ma.ssive, the .strike was above all an affair oj the leadership. 
Beyond a few symbolic agitations, the Joint Action I'rout made no serious attempt to draw the ma.ss of workers 
into the .struggle. This again would have an important effect on the distribution of power between the two sides 
during the course of the struggle. Thirdly, the .strike remained, by and large, e.xtreinely peaceful despite the highly 
aggre.ssive attitude of the government in the later stages of the conflict, f-'inally. this was the first time in the 
country that a collective leader.ship coming from dijfcient political horizons was leading such a large .strike and 
for such a long period, trom start to finish, the workers' representatives •nan ijested a remarkable tiegree of unitv 
and allowed no di.s.sensions to trouble the organisation and co-ordination of the .struggle. 

The paper is divided into two parts. Part /. published last week, analysed the two settlements that weie concluded 
by the management and unions in 1973 and 1978 in the five Bangalore companies and BIIF.L settlements that 
lay at the heart of the 1980-8/ strike. Part II. below, is devoted to a review of the strike in all its multiple and 
varied aspects. 


THE strike which lasteii for 77 days can be 
divided into three phases, distinct yet 
interconnected, and characterised, to some 
extent, by the strategy and s[)ccific forms of 
action (or inaction) that were adopted by the 
Joint Action Front (JAF) at least. The first 
phase stretched from the outbreak of the 
struggle until the Bangalore ‘bandIT on 
January 21. The .second pha.se ran into the 
middle of February when negotiations with 
the government in New Delhi collapsed and 
managements pul out an appeal to I he sin kers 
to rejoin duty. The third and ultimate phase 
•Started with the JAF suspending its ‘rail 
roko' and ‘jail bharo' agitation programme 
on Fcbruai > 20 belurc deciding to withdraw 
the .strike itself on March 12 although the 
government had not conceded any of its 
demands. 

It must be mentioued at this stage that the 
JAF expected the conflict to be a brief and 
relatively painless affair: a trial of strength 
which the convenors believed would blow 
clear in a week or two at the most in case 
negotiations with management failed to yield 
results before the expiry of the strike notice.” 
This me.ssagc had also been conveyed to the 
rank and file. Workers were told to listen to 
their radios over Christmas and be prepared 
for resuming work on December 26 in case 
an agreement was signed. Indeed, so 
confident were the unions of winning their 
demands that some hud magnanimously 
announced that their new year gift to workers 
would be wage parity with BHEL. 

For workers in the five Bangalore plants 
too, the precedent of the 1978 agreement was 
fresh in their minds. Then, despite having 
called for an indefinite strike, the unions had 


arrived at a last ininuie understanding with 
managements on the eve ol the dispute. Given 
this past paradigmatic experience which 
determined, to some extent, their decision 
to supimrt the present stoppage, together 
with the reassui.inccs provided by the 
leadership as to the legitimacy ol their 
demand, the wot kers had no lea.son not to 
share the leadcis' optimistic mood. 

The unions’ conviction that the struggle 
would be shoit lived was ba.scd on various 
factors. Firstly, the government had agreed 
to a similar parity demand in another public 
sector industry, Ncyveli Lignite Corporation 
inTamilN.idu.alewmonth.searhcr. Workers 
there had obtained wage increases after a 
two-week-long .igitation, even though the 
wording of the linkage clause m the Ncyveli 
agreement was tai less explicit than the one 
incorporated by the Bangalore indiistiies in 
their agreemeins. and diJ not directly relcr 
to BHEL. 

Secondly, the unions reckoned that the 
.scope of the strike, the sheer numerical mass 
of strikers and the unprecedented demonstra¬ 
tion of unity would rapidly bring the govern¬ 
ment to the negotiating table. This was linked 
to the JAF's firm belief that the government 
could not afford a costly and tnassive shut¬ 
down in indu.stries that occupied strategic 
positions in the national economy. For not 
only wercali five plants monopoly producers 
in their respective branches, but BEL and 
HAL manufactured defence items that were 
essential for the ci.iintry’s security needs. 

It must also be said that the timing of the 
strike call was extremely opportune, 
coinciding as it did with what was traditionally 
a period of peak production for these plants. 


■fhe winter months lieiwecn Decembet and 
March were when managements accelerated 
output in Older to meet then annual targets. 
The coincidcifce, however, was purely 
loriiiiioiis since the JAF had not leally taken 
this clement into consideration when 
elaborating its plans ’’ 

Yet, subsequently, alter the .siiike had 
ended, the J AFcimvenors were lucid enough 
to lecognise that their plants, though 
imporiant, were hardly indispensable to the 
limning ol ihe economy. As the HAL union 
leader Mahadevan pointed out: 

If we had been a .service iiuliistry oi pan of 
tlv; coie secioi like coal oi oil, a long strike 
might have been unnecessary .We are also 
not coiisuincr gomis industries. We are all 
iiuhisiries nut has'ing a dircci impact on the 
population. Even il these industries arecio.sed 
lor some lime, ii will not immediaicly affect 
public lw( 1 " 

The JAI‘'s opiimi.siic evaluation of uic 
duration and eventual outcome of Ihe 
stoppage had one lai -icachiiig consequence. 
No thought was given to collecting strike 
li ads. Even after the government’s 
indifference to linding an early .solution to 
the pi ohiem became manifest, the leadership 
nescr “discussed the strike fund business in 
any ol our JAf' mceting.s’'.” The unions did 
make two tentative attempts, however, to 
provide monetary a.ssistancc to the workers. 
Neither of them met with any success. 

During the last week of February 1981, 
a ‘patlayatra’ planned by the JAF through 
the city in order to collect donations from 
the public tor the strikers was prohibited by 
the police. The JAF too did not seek to defy 
the ban order. On the second occasion, at 


Economic and Political Weekly April 19, 1997 


843 



the time of the lockout in May, it was 
managements which tcjected the unions' 
demand tor a loan to be paid to workers out 
of their provident fund contributions. 

Some unions like BEML, HAL and ITI 
seem to have paid their militants and 
volunteers small amounts lor their food and 
transport needs. An appeal was also put out 
to schools and colleges by the JAF in May 
requesting them to waive fees for public 
sector workers' childrens until workers had 
received their salaries. We have no infor¬ 
mation as to the cftect of this appeal. 

Asked whether the JAF had considered 
demanding material assistance liom other 
workers' organisations as the strike drugged 
on.oneofthcconvenors’rGSrinivasanmrthy 
advanced this very revealing icsponsc. 
...And once wc were in the thick of the 
struggle where is the lime to even think ol 
that (strike funds)? Thcie was no lime fur 
us to even take nur foml [sicj.. Whom to 
appeal to, linw lo culleci it, how to distnbute 
these funds? That ilscll was going to be a 
very big problem " 

Recognising that the strike had placed a 
terrible strain on workers' linances, 
Srinivasanuirthy, however, went on lo add: 

I don’t think public scctoi workers cannot 
sustain a strike for at least 40-50 days They 
arc well placed, well paid and well settled. 
.Some of them have Ihcir own houses They 
Slay in joint families Somehow they could 
manage In many workers' houses, mure 
than one person is employed 
We do not know on what basis the JAF 
convenor was able to al firm that tite strikers 
had sul'ljeicm resources lo withstand a 40- 
50 day work stoppage. But if it is iruc that 
the workers did “.somehow manage” lo 
survive through the strike, this was by no 
means guaranteed in advance. Nur did tins 
achievement evacuate the necessity of the 
JAF having lo extend assistance of one kind 
or the other. 

Relying on their ingenuity and traditional 
networks of family and community sulidai ity. 
the overwhelming mass of workers were 
able to resist until the very end the strong- 
arm methods of the pol ice and INTUC toughs 
as well as managements' siren calls to resume 
work. Indeed from the JAF's perepeclivc, 
perhaps its only success was tiuit workers 
remained united behind the leadership right 
through the stniggle, and all attempts of 
managements and government to break the 
.strike came lo nought. 

What enabled the workers to withstand the 
deprivations of lost wages during the strike 
period was IjiM and loremnst the sick-leave 
'oenefiis they succeeded in drawing from the 
Employee State Insurance (ESI) Scheme. 
Often with the complicity of the ESI slalf 
Itself or factory medical personnel who in 
return for a bribe piovidcd workers will) 
false medical eeriificatcs, wolkel^ got up to 
50 |ier cent of their monthly wages. Wc have 
managed to collect data on siekness-hcnctit 
disbursements foi the strike period and 


beyond from two local ESI payment centres. 

The Hrst, Dooravani Nagar is adjacent to 
ITI. while the .second centre is situated within 
the HAL township. Both centres covered 
workers from other plants besides ITI and 
11 AL and BEML. (BEML's Bangalore plant 
lies barely a kilometre away from HAL.) 
Though our data does not permit us to provide 
a detailed planlwi.se breakdown of die sums 
distributed by each centre, total daily 
disbursements only being available, even 
these are sufficiently eloquent for our 
pur|x>se: both E.SI centres generally dealt in 
the mam with claims from ITI and 11 AL and 
BEML workers by virtue of ilie numerical 
strength of the.se plants. 

If wc examine the staiistic.s ofihc number 
of payments made and the total amounts 
disbursed by the HAL centre in January 1981 
alone and compare them with the figures for 
January 1980, the conlra.st is striking,” For 
the whole month of January 1981, wc arrive 
al a figure of 6,707 payments which worked 
out to an overall sum of Rs 7.88 lakh whereas 
a year earlier the same centre had handled 
4,092 claims and disbursodjust Rs 2.69 iakh. 
Anil as the strike progressed, so did the 
numbci and siac of the payments. Thus for 
February and March 1981, the ESI ecntie m 
tlic HAL town.sliip di.stributcd resperiively 
Rs 12.22 lakh and Rs I 11 lakh and settled 
respectively 8,203 and 8,599 claims. The 
comparative figiiies lor February 1980 were 
4,233 claims and Rs 2.81 lakh by way of 
dLsbursements; for March 1980, 3,962 
payments and Rs 2.51 lakh. 

Tlie data collected Irom the Dooravani 
F.SI centre'* narrates a no dilTcrcnl stoiy. If 
unylhmg given dial wc dispo.se of figures 
extending up lo July, it brings out with I'ai 
greater relief the extent lo which workers 
depended on sickness benefit compcnsaiuins 
lo survi VC not just through the strike, but also 
through the troubled po.st-strikc and lockout 
period. While the total amounts dishtiiscd 
between January and June 1980 nevci 
exceeded Rs 1.80 lakh,” the lowest amount 
foi the coircsponding period in 1981 stood 
al Rs 7.1 lakh m January. By the following 
month, It had risen lo Rs 11.83 lakh. Foi 
March the liguic climbed up to Rs 13.71 
lakh, and Ihougli the strike was called olT 
by the middle ol the month, ESI dis- 
biirscinents for April still worked out to Rs 
13.59 lakl.. 

One possible explanation for this could be 
the continued state of unre.st in the plants and 
with managemcn* ' riposte lo go-slows and 
frc(|ueni production stoppages taking the form 
of wiige-cuts, workers had perhaps nochoicc 
but to keep availing of sickness hcnerits. 
Similarly, after a drop to Rs 10.08 lakh in 
May. ill the wake of the three-week long 
lockout that same month, payments- for June 
once again rose by a further couple ol crore, 
before falling to Rs 9.72 lakh the tollowing 
month. By September 1981 they had 
stabilised at their pre-strike levels. 


From the above details we can therefore 
see that an important reason for the strike 
lasting so long and without causing any 
cracks in the workers’ ranks had to do with 
the workers being able to obtain a meas^tre 
of financial relief through the ingenious use 
or “misuse” to which they put the ESI scheme. 
However, the irony of a group of strikers 
tiipping the coffers of a public body so that 
they could sustain their struggle against a 
government trying its utmo.si to break their 
resistance was not lost on the latter. Shortly 
after the strike ended, the ESI authorities 
initiated moves to amend the ESI Act of 1948 
so as to ensure that no worker is entitled to 
sickness benefit or disablement benefit for 
any day on which he remains on strike."" 

Forms oh Strikh. Agitation 

The first sign that the strike might last 
much longer than what the unions had 
predicted came on January 7. The 
comiiuinications minister. C M Stephen 
emphatically stated that ihedemund for parity 
with BHEL was not negotiable, before 
pointing out that government could wtth.stand 
the consequences of a stoppage more easily 
than workers.*' By then, the JAF had 
elalioraicd its plniiol action .and begun taking 
steps lo mobili.se the bu.se 

Aren meetings were held. A solidarity 
committee composed of all the trade union 
federntioiis was formed. Among the 
committee's first decisions was to call for 
a one-day Bangalore buiidli on January 16. 
Al the same lime, the J AFslai led establishing 
area committees m dilTcrcnl parts of the city. 
Militants from the pi ant whichhad the largest 
coiiceiilraiion of workers residing in a 
particular area were given the responsibility 
of setting up these comniitlce.s. Thus HAL 
and BFML together with ITI took charge of 
east and south Bangalore while BEL and, to 
some extent, HMT covered west Bangalore. 
Operating out of workers' houses, a local 
icstaurant or even a park, and very loosely 
sirucitired. the exact number of committees 
formed remains uncertain hut they do not 
appear to liave exceeded 30 or 40. 

The principal task assigned to these 
eonimiitccs was lo serve as a communication 
conduit between the rank and file and the 
strike leadership. On the one side, they kept 
workers posted of the latest strike 
developments, circulated handhillspublished 
by theJAF,countered rumours and generally 
.sought to boost workers' morale. On the 
other, they conveyed workers' views and 
scntimcnls to the leadership and passed on 
information concerning the strike breaking 
activities of managements and the INTUC. 
Besides this role, the area committees also 
mobilised workers for the agitational 
activities like the bundh, jail bharo and rail 
ruko. and organised meetings in their 
respective localities. • 

'To whut extent did the area committees 
succeed in fultllling their functions? While 
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we are not in a position to directly answer 
this question, what we can say is that given 
the strategy pursued by the JAF it did not 
matter very much whether the area 
committees were effective or ineffective. If 
anything, one might advance the argument 
that it was not in the interests of the JAF to 
encourage the growth of a strong and dyna¬ 
mic network of area committees. While it 
is doubtful whether they would have emer¬ 
ged as an alternate source of leadership, 
strong area committees certainly contained 
the potential of developing into an alternate 
locus of power and dissent, capable of at¬ 
tracting and federating all those elements 
who were criticial of the JAF’s handling of 
the struggle. 

For the agitations conducted by the JAF 
were essentially symbolic and routine in 
nature. No strategy providing for massive, 
coercive and sustained action existed. At 
regular intervals, the convenors threatened 
to intensify the struggle, but their actions 
invariably failed to match the vigour and 
combati rencss of their rhetoric. Under these 
circumstances, neither the initiation and 
organisation of the JAF’s agitational 
programme, nor the success of this 
programme depended upon the setting up of 
an effective system of area committees. 

The absence of a militant plan of action 
also meant that the ruling Congress-I Party 
both at the state and the national level was 
never suhjcctciil to any real pressure to 
conclude a compromise with the workers. 
The JAF was never in a position, or, to be 
more preci,se, never gave the impression of 
wanting to provoke a “law and order” problem 
of such magnitude that the Karnataka 
government might have been pushed to 
intervene more forcefully and urge the centre 
to find a rapid solution to the issue. Thus, 
the Indira Gandhi-led government stood 
confident in the knowledge that it could 
allow the strike to drag on, and that neither 
Its hard line policies, nor its aggressive 
declarations, nor the humiliating conditions 
that it sought to impo.se on the unions carried 
a serious risk of igniting a social explosion. 

Before attempting to provide an 
explanation for the J AF’s choice of activities 
and tactics, wc first need to see what forms 
Its protest took. During the first pha.se of the 
stnke, apart from conducting area meetings 
and mass rallies, the JAF’s cneigies were 
mainly given over to preparing the one-day 
Bangalore bundh. Finally held on January 
21, theevent was studded by acts of violence, 
not all of w hich coul d be attributed to workers. 
Two workers were also killed and a number 
of others injured when police opened fire 
near the HAL factory premises. But the JAF 
had succeded in demonstrating to the 
government its strength and capacity for 
mobilising large sections of workers in 
support of its actions. For with the backing 
of the other trade unions in Bangalore, the 
JAF brought all activity tn the city to a 


complete standstill. But the bundh would be 
the first and last genuinely militant action 
conducted by the JAF. 

In the second phase of the strike which 
followed the bundh, the JAF announced with 
much fantarc its intentions to intensify the 
struggle. Its pi,in of action included the 
■gherao’ of the st.itc legislative assembly on 
the opening day of the winter session, 
organisinga piotc.si day throughout the state, 
and picketing central government offices, 
post offices, the Reserve Bank of India, and 
All-India Radio. Yet 48 houis later, and 
before it had even begun executing its plan, 
the JAF was already appealing to the 
government to initiate a dialogue with the 
unions with a view to breaking the deadlock. 

In the end, Hic gherao was never staged. 
Tight security measures and the imposition 
of prohibitory orders, coupled with the 
legalism of the JAF convenors who refused 
to violate the police orders, ensured that the 
threat remained still-born. (One is, in lact, 
inclined tn qiiesiion what purpose the call 
to gherao the legislative assembly served 
when the JAF was not prepared to contest 
the various ban orders clamped by the pol ice. 
For it was obvious that the government would 
take recourse to all possible repressive 
measures and laws at its disposal in order 
to foil the slrikcis' plans.) The icst of the 
prugrriiiime met with the .same fate. No sooner 
had the union iahoiir minister invited the JAF 
for discussions in early February than it 
decided with.surprising readiness to posl|M)ne 
all dtmorisiralions and protests. 

The third and final phase lasted lor over 
a month unlil the lifting of the strike on 
March 12, and must, in tact, be separated 
into two distinct periods The first period 
witnessed the JAF launching the rail roko 
and jail hhaio agitations after the New Delhi 
negotiations ended in failure on February 8. 
These agitations are noteworthy becau.se they 
offer us the best illustration of the intniinal 
and symbolic nature ol the strategy and tact ics 
embraced by the JAF. In the process, they 
also throw light on the .strike leadership’s 
approach to the entire struggle. 

Motcover, by now the government’s 
determination not to increase its monetary 
offer had become transparent. So the JAF 
was left with no option but to either 
dramatical ly step up the scope of the agi tation 
in a final and all-out bid to crack the 
governmeni s resistance, orcall off the strike 
with or without accepting the government’s 
proposals, and eventually explore other 
avenues ol pursuing the dispute. 

Mass actions /«»■ excellence, lor the rail 
Toko as well ait the jail bharo campaigns to 
have stood achance of success, two conditions 
- one spatial, the other tcmiMiral - needed 
to be fulfilled. First, the JAF was bound to 
mobilise the maximum number of workers 
so as to disrupt the slate’s rcpres.sivc apparatus 
or at least stretch its resources to the limit. 
Second, the pace, scale and intensity of the 


protest actions had to be consistently 
sustained over a pcrioil of limc. 

On both .scores, the JAF’s l.iiluic was 
patent. Apart liom the fact that the rail roko 
did not last more than one day. the protests 
were conthicicd in such a .^poradlc and 
dis|Tcrscd lashion that the police had no 
dilliculty 111 coping with the siluatum How 
“militant” the whole al fair w.is can be gauged 
Ironi a headline published in one of ilie local 
newspapers relerring to the workers as 
“Gentlemen Agitators".*’ 

By the JAF’s own estimates barely l.tXK) 
workers Itnik part in ihc rail roko. Indeed, 
in one newspaper photo, workmen arc 
hopelessly outnumbered by tbc police who 
can be seen milling around harmlessly and 
wiiiting lorthe “gentlemen agitators" to shout 
their slogans and leave Finally, luound 600 
woikers were arrested including two JAF 
convenors, before being released the same 
day. 

If the police made a slightly higher number 
of arrests during the jail bharo c.impaign 
which by definition was only to be expected, 
this action proved to have us limited an 
impact as the rail roko. Once again, the strike 
leadership chu.se to restrict Ihc duration of 
the agitation, keeping it down to a couple 
ol days Tlie levels ol worker participation 
tiMi were’niodcst In a miinber ofca.ses. the 
jxilicc instead ol locking up all those workers 
who courted itiicsl simply dis|icrsed them. 
From the state's perspective, this was the 
best means ol re.sponding to a tliicat which 
might have "choked” the jail system and 
provided the strikerscaii.se with mill tyrs. The 
JAF also did not consider reviving any of 
the other agitations such as jiickcting central 
government otfices, post ollices, All-India 
Radio and the Re.setvc Bank of India which 
It had announced earlier but never carried 
nut. 

The explanation provided by the strike 
leadership as to the low levels of worker 
participation in the various protest action.s 
IS as follows: 

Workers ..cainc tn all out meetings in full 
numbers, but they weic not coming and 
getting involved directly, they did not get 
arrested extepi lor a'-tivc workcis and 
militants Geneial woikcrs did not partici¬ 
pate because ihcy might litive had their 
own prohleiTis They came and witnessed 
piogia-mmes like lail roko, but they did not 
get ariested Workcis might have been 
scaled,*' 

No doubt, this answer is an accurate 
assessment ol the motid prevailing among 
the ma.s.s of workers whose preoccupations 
apparently focused on trying to find the 
necessary svhercwithal to last out the strike 
rather than physically taking part in it. Only, 
the us.sc.s.sment suffers trum being partial in 
both senses of the word. By attiibuting the 
causes of workei.s’ weak involvement in the 
agiliUituis, and. indirectly. Ilicdiftvsed impact 
of the agitattons thcm.sclv6s, to the woricers 
and their problems and tears, this dominant 
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discourse leaves unchallenged tlw leader¬ 
ship's rule and behaviour during the whole 
struggle. 

We have no evidence suggesting that the 
JAP undertook a conscious and determined 
effort to rally large sections of the rank and 
file behind its actions. As we have tried to 
show in the ca.se of area committees, the very 
nature and form of the activities pursued by 
the JAF excluded the need for mobilisation 
on a massive scale Moreover, there was 
always (he undercurrent of fear that under 
the pressure of large-scale worker parti¬ 
cipation the coiitliet could lakea more miliianl 
turn, that the ba.se might seek to impose its 
own imprint on the course of the agitation 
which would thus escape from the leader¬ 
ship's control. This had already hapfiened 
in the past during individual plant-level stirs. 
Soitisdoubtful whethcrtheunion leadership 
would have wished to witness a rciictition 
of such events, especially when the number 
of workers involved was far greater, thereby 
multiplying the risks ot the strike spinning 
out of ‘control’. 

From a state of limited protest activity, the 
JAF regressed to astate of complete passivity 
during the latter period of the third phase. 
On February I <), it declared that all agitations 
would be suspended for one week in order 
"to create a conduct vc atmosphere for 
meaningful negotiations’’.'”The JAFclaimcd 
that Karnataka chief minister Gundu Kao 
hud promised to arrange for a tneeting with 
Indira Uaiidhi during her forthcoming visit 
to Bangalore which would be lollowed by 
high level tripartite negotiations in New 
Delhi. 

In announcing this step, the strike 
leadership plainly signalled that It waslo.sing, 
nr had already ahandnned, hope of gaining 
bargaining leverage through a strategy ol 
muss action (for whatever this strategy had 
been worth I. That Gundu Rao, on who.se 
good ofllccs and inllucnce with the Con¬ 
gress high command the JAF had now deci¬ 
ded to pin Its faith, was in reality totally 
impotent to try and persuade the govcrtimeiii 
to i'elax its position was something the JAF 
was prepared to overlook. 

The failure of his earlier conciliation foray 
in January had already revealed this. And the 
events over the course of the next fortnight 
would serve to only confirm that Gundu Rao 
had yet again promised more than he could 
deliver. 'The meeting between the prime 
minister and the JAF delegation was 
remarkable only for its brevity and the icy 
reaction of Indira Gandhi. As one newspaper 
reported; 

Mrs Gandhi received the memo, listened to 

the delegntion, smiled and left lor Delhi. She 

neither gave any indication noi said a word 

about the strike. 

The high-level tripartite negolialmns on 
which the unions were counting ti great deal 
turned out to be an even greater deception. 
They nevereven took plate. The government 
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made it known that it saw no necessity for 
holding further discussions with the unions 
since its final offer had already been com¬ 
municated to managements. Yet, despite 
these successive rebuffs the JAF gave no 
signs of wanting to revive the agitation. 

True, by this point the JAF had been 
reduced to a state of utter helplessness. With 
discontent and impatience mounting amongst 
the rank and file, there was a definite risk 
ol the strike fizzling out and workers returning 
to the factory of their own accord. For the 
union leaderships whose positions had 
already been weakened by the events of the 
strike, this would have constituted a liirther. 
and more damaging, loss of authority which 
managements and their rivals, especially the 
INTUC, were bound to try to exploit. Thus, 
the leadership's .sole objective wtis to find 
a meansof withdrawing the .stoppage without 
giving the impression of having capiltilalcd 
imconditionally. 

Filially, it was Gundu Rao who came to 
the resent ol iheJAF. Atameeting convoked 
by him in the Viiihanti Soudha on March 10 
which besides the JAF convenors was 
attended, among othei s. by opposition leaders 
from the legislative assembly and the 
legislalivecouncil. the chief minister as.surcd 
the JAF that il, the dispute was brought to 
an cud he would ".sec to it that the talks are 
resumed at the earhe.st between the parties 
in order to arrive at a fair .seilicnient.It 
was on the basis of this all-party political 
■a.s.sHrance’, providing the JAF convenors 
with the alibi .md lace-saver they so 
desperately required, that they wcie able to 
III) the .sirikeon March 12 and ask the strikers 
to report back loi work. 

JAF SiRiKh SrRAri-OY 

This analy.sisof the JAF’sacliviiiesdiiring 
the course ol the dispute leads us to rai.se 
one key question; Why did the strike leader¬ 
ship adopt a .siiategy who.sc dtsimguishmg 
leaiure was the absence of militancy? At the 
oui.sci. we must point out that Ihcie wcie no 
fundamental oi structural divisions within 
the JAF as to the gcnertil orientation and 
thrust of the struggle. The elaboration and 
execution of the strategy and protc.st activities 
were the fruit ol’aeollectivedccision-making 
process to which all six convenors were 
party. 

Thcie was no leal or spccilic division of 
responsibilities among JAF convenors. 
Whoever was able or had the time to do the 
work used to ('' it. I |Mahadcvan| used to 
often issue the pioss releases. Sonielxxly else 
used to act ns follow-up with the press |.sic|. 
For the organisation of public meetings, we 
used to give the ies|H>nsihility to somebody 
else.. We usal to invariably ask Krishnan or 
Rajagopal to preside over convenor meetings 
because they were the oldest. Srinivasamurthy 
used to keep records."’ 

What was notable was that at no stage of 
the strike did the mothts viveiuli operating 
at the leadership level show signs of cracking 


up. Despite their opposing political 
affiliations, past rancours and conllicts, and 
personal ambitions, the leadership was. by 
and large, able to transcend these subjective 
and objective differences and maintained 
their unity until the very end. Con.scquently, 
the joint ^)dy did not suffer from any of the 
internecine quarrelling and rivalry which 
had plagued its predecessor, the JAC from 
the beginning and so badly handicapped its 
functioning. 

This docs not mean that divergences and 
tensions did not exist at the lop. Following 
the New Delhi negotiations in February, at 
least two of the six convenors - Srinivasa- 
murlhy and Rajagopal - pleaded in favour 
of accepting the government’s offer and 
ending the conllict."" On one occasion the 
convenors also were divided as to whether 
or not they should defy the ban-orders 
impo.sed on public meetings.*’’ 

But nobody appears to have opposed the 
substance of the agitational programme or 
challenged any of the decisions taken by the 
leadership in implementing this programme. 
So if the JAF was split between hardliners 
and moderates on the question of prolonging 
the strike after February, when it came to 
tactical matters all six convenors appear to 
have (irmly bclongetl to the iiUKleratc camp. 

Not surpri.sjngly, the strike leadership is 
unanimous m claiming that its line of action 
was perfectly adapted to the ciicumstances 
and the only one feasible; 

...Whatever that was I'o.ssihIcwiihiiUHii limits 
we did It. Absolutely we did it |sic| What 
else could have been done? ..11 we had 
I’csoilcd to violence we would not have 
achieved anything ..We were more cautious 
hecau.se in the name of agitation wc were not 
prcpaied to see that large number ol woikcrs 
aie vieiimised . Government might have 
toisied fal.se complaiIlls against them and put 
lliv'in behind bars. Who has to answciV Who 
will take caie of their family inembeis?... 
Whenevci we oiganise a snuggle, there arc 
elements prepaied to exploit the situntioii.. 
All this was thought ol by us, Wc have never 
decided to adopt destructive methods to 
achieve our ends. 

Michael Fernandes stresses, more or less, 
the same point when he says that "if the JAF 
had given an open call for direct action” 
and violence hud erupted as a result, the 
failure of the strike would have been 
attributed to this. Both arguments seek 
explicitly or implicitly to present the JAF 
as a paragon of responsibility compared to 
the irresponsibility of the government which 
was unwilling to honnura legal commitment, 
as well as the radical elements among the 
rank and file who were only waiting for the 
slightest chance to "exploit the situation”. 

They sidestep a number of questions, 
however. Why, for instaiKC, did the JAF 
refrain from throwing all its forces into the 
rail roko and jail bharo campaigns? Why did 
it refuse to go ahead with its plans to ghcrao 
the V idhana .Soudha in spite of the ban orders? 
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Or chose not to carry out certain activities 
in its programme like the picketing of central 
government oft'ices. post offices, etc. 

It is possible that the strike leadership 
presumed all these actions could produce 
violent clashes between workers and police. 
But if the objective was to stage a wholly 
“non-violent” struggle, then the JAF’s 
decision to conduct a Bangalore bundh cun 
only be regarded as a contradiction of its 
pacific intentions, knowing lull well the 
violence generating potential of a bundh. 

Moreover, for all its impact, even the 
bundh cannot escape being qualified as 
essentially a symbolic protest. If 24 hours 
after paralysing an entire city from dawn 
to dusk the status quo once again reigned, 
then the question of the real efficacy ot this 
action must be raised. F’orthe bundh to have 
had genuinely lasting con.scqucnccs, it 
needed to he anchored within the canvas of 
abroadcrand more sustained wavcof protest 
activity which progressively gained momen¬ 
tum as the strike stretched on. Instead, it 
turned on* to be an isolated and evanescent 
act of militancy, a watershed in u.cimllict 
whose salient t^caturcs were a high degree 
ot instittitionalisatiun and routinisalion. 

Having pointed out .some ot the inconsis¬ 
tencies in the J AFconvenors’ arguments, we 
must admit, however, thal the results ol the 
conllicl were unlikely to have been veiy 
different even had the JAF unwaveringly 
followed a line oi militant mass action. For 
a single section of workers to cross swords 
with a government iHissessing inexhaustible 
resources and resolved to stand linn and 
break their resi.stancc regardless ol the costs, 
was equivalent to moral suicide. 

But this still leaves us facing the question 
of the choice of tactics employed by unions 
in the course of a strike. In the case of the 
JAF, not only had it failed to make lull use 
of all the arms at its disposal, as we have 
shown, but those that it resorted to were 
simple and minimal. Indeed, Fernandes un¬ 
wittingly acknowledged thal the JAF had 
given no real thought to this problem. That 
routine and conventual had dictated its tactical 
options. 

The choice of agitational programmes was 
the popular action of workers in those years 
in the trade union and mass-movement 
everywhere in the country. / thm't think ur 
did anything which iiw a new thing. IVc did 
exactly what iiuiny olhen nv ' v doing. I don' t 
know III what way we could have been more 
innovative in the choice of programmes.’’- 
For instance, the idea of organising an 
occupation strike which would have caused 
immense complications for managements 
.and the government never occurred to the 
leadership. Not that this was an unfamiliar 
technique. But on ncitherof the two occasions 
- in February when the government’s 
firmness made it futile to prolong the strike, 
and in March when after workers had returned 
to work the government manifested no 
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inclination to reopen talks - where it was 
urgent to imagine other forms of protest, did 
the union leaders consider, even bricHy. the 
advantages offered by a stay-in strike. Perhaps 
earlier experiences of such stniggles where 
workers had wrested the initiative and control 
from the leadership's hands had instilled in 
it a sense of caution. 

In short, the unions by cunfomiing to 
certain established patterns of behaviour and 
action were unable to harness the power 
which IS dcri ved t rom the uncertainty created 
when set rules arc not conformed to. The 
institutionali.s.ition of thcconllict had lot its 
corollary the ab.scticc of tiiicertaitity. the 
incapacity to inipiovise new norms or tactics 
who.se effect would have been to introduce 
an clement of unpredictability m the unions' 
actions, thereby making it harder foi the 
government to c(i|ie with the situation. 

Thus a strategy ot moderation founded on 
a prtigrammeol symbolic action was comple¬ 
mented by mmimal and simple tactics. The 
explanation foi both phenomena could 
possibly be traced b.ick to the union leaders 
scn.se of legalism - a legalism, us nunieroiis 
authors ever since the time ol the Webbs tind 
of all ideulogic.il shades have pointed out, 
no doubt, mlieiciii in a capitalist regime ol 
production lelaiions both in view ol the 
unions' own organisational needs fur stability 
and sctirily and the institutional arrange 
menis ol the indusiiial relaliotis system. 

What must be tindeiscored is that though 
shaped and deieimined by the in.stiliilional 
Ic’ittires of the overall industrial relations 
system, the legalisniol the JAPalso contained 
elements .specilic to the public secloi. It was 
nourished by an industrial relations sub¬ 
system who.se ideology was largely cxclusi ve 
to the public sector. The dominant featiiics 
ol the ideological eon.sen.sus underlying the 
industrial lelalions .stib-.syslcm in the live 
Bangalore plants and the public secloi in 
general may he dc.scribcd as having a tlirce- 
luld chaiacter. 

First and loieniost. unions and manage¬ 
ments shared a common value framework 
wherein the lole and place that the public 
sector should occupy III the ovcral I ccoi loi nic 
structure was clearly defined. Strongly 
committed to the Nehrtivian vision ol the 
public secuirhegeiminising the 'commanding 
heights ol the economy’, which clIcclivcTy 
meant monopolising production m a wide 
range of industries, both sides had an ei|ual 
.stake m deleiidmg the public secloi against 
its dctr.ictors.''' As such most of the unions 
subscribed, at least in theory, to what one 
leader has described as a “two pillar policy’’: 
to protect liie interests of workeis and to 
protect the public sector.'*^ 

Indeed, the olliei two characteristics ol the 
industrial icTmions sub-system flowed 
diiecily from this conimon ideological 
perspective on the centrality ol the public 
sector’s role in the industiial development 
ol the country. In other words, it was a 
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mutual appreciation of the substantive benc- 
ftls which this pivotal role proetirexi which 
cemented the community of mteie.sts Ixitwccn 
managements and unions, and guaranteed 
the continuing stability and lepriKiiiction of 
the indtestrial lelations sy'-twi,.. 

The high degree ol job .security, steady 
caieei progression, relatively high earnings 
anda numberot othernon-iicgligibic material 
advantages such .is .subsidised Imtising and 
transport, cheap loan lacilities, etc. that 
nian.igcinents weie in .i position to provide 
their workeis with were, to a huge extent, 
IMi.ssible only bcc.insc many public sector 
units enjoyed a monopoly in then res|K‘ctive 
industries or ditl not have to oirenly com|rcte 
on the market. 

.Similaily. the ab.seiice ol com|)eliiive 
prcssiiresconxideriibly condil loncd the nature 
ol the exercise of managerial control In 
.sharpcontrast lothc piivaie.sectoi, manage¬ 
ments here wcic liecd Irom the compulsion 
ol having to cxtiaci .ibsoliite .surplus value 
from their workloivcs The aiticuhuion of 
cla.ss .miagonisms was theieloie muffled 
and inanagemcnts could afloid to practice a 
form ol benign palei nahsm to the point where 
we may salcly characteiisc the order of 
employment lelationsliips in the live plants 
as iiidiilgeiit. As Michael Irtnandcs willingly 
admits. 

' On ilie sliopHooi in u piiv.iic ,c,.ioi. offiecrs 
iiie seated fliis may be ask, i: loquil il they 
donoldclivei the goods Tli.ii -.ienci.illy docs 
not liiippen in the |iublic .sc, i.>r So there i.s 
amoieielaxedalinosplicic in the shop Moot 
One aiithoi desi-ribing the Bangalore 
industrial .scene wiiies: 

...The lad ceil.nni) is that coping with work 
(111 llic publii secloi) h.is mil been a 
piobleiii I'caluies loniiiion to Ibe private 
secloi such as conslani lalion.ilisalion ol 
mclhodsaiid levisioii ol woik noi ms. running 
down ol the lalroni torcc. redundancy and 
volmuaiy ictnement arc. ahsciil in Ihe 
govciiimcm-owned coiiccins 
More .luiiilaieral decision ol managemcni.s 
tlian.igenumeiclleclionol labour’s counter¬ 
vailing power, (his relatively liber.il exercise 
ol .uithoriiy. no less than the matenni henefils 
giantcd to workeis, wcic the twin facUns 
insliiimental in a'cnrmg the workers' and 
unions' loyalty and co-o|Xir.ilioii, and aceoun- 
led loi the generally pcaccliil indiisirinl 
r l.itionscinnaic in the live B,mg.iliiicplam.s 
ai least And even on ihose occasions when 
die coiiseiisns was icniporanly uiplurcd, 
wtv.keis' rcpicsen-i.iiivcs tiled then best to 
ensure Ih.ii ihc disiinction between “permis¬ 
sible and suhvcisi vc iiulu ,ti lal disoidcr” was 
lespccicd .md that conflict leiiiained within 
“scIf-limiting boundiirics’’ 

ClOVI KNMbNr’S Rt-,SS()NS RIR 
Ri tcsi.vo Parii Y 

The gos'emmeiil’s tieatmciit of the entire 
pioblem contained none of the ambivalence 
and weaknesses that the unions so openly 
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exhibited. If the J AF had projected the strike 
to be little more than a temporary 
“demonstration in force", the .spark whicit 
would set into motion the process of 
negotiations, the government harboured 
radically different intentions, it.was fully 
determined to wage a "light to the finish”. 
And from start to end. it stuck to a policy 
of unyielding rigidity and hostility towards 
the workers’ claims for wage parity with 
BHEL. 

The public sector workers’ strike was Indira 
Gandhi’s first decisive confrontation with 
the working class after her triumphant return 
to power in January 1980. In fact, after the 
railway strike in 1974, this was the first time 
that a government in power at the centre was 
directly entering into a confrontation with 
industrial labour. And the manner in which 
the new prime minister sought to regulate 
this conllict would .set the tone for the 
strategies and style of leadership —a curious 
melange of chicanery and inllcxibility or 
‘ruthless rcalpolitik’ —that she would adopt 
in tackling all subsequent conflicts not only 
where workers were concerned, but also in 
the broader political sphere. 

Indications of how the incoming govern¬ 
ment which had made the ’restoration’ of 
law and order and controlling inflation its 
first priorities, proposed to address the 
question of labour militancy had already 
been lurnished by the prime mini.ster herself 
a few months after the elections. Speaking 
at agathering of national trade union leaders 
at the capital in July 1980, she affirmed that 
“no government, especially in our present 
economic situation, can afford to be cowed 
down’’ by agitations in important .sectors 
such as ports, railways, and public utilities.’'* 
After holding workers responsible for what 
she called the low production-high prices 
trap in the coal, power and transport indus¬ 
tries, her message made clear that if the 
trade union leadership was rncapable of 
cracking the whip over its members, then the 
task would be assumed by the government 
itself. 

Moreover, big business too, unsettled by 
the record 35.8 million mandays that had 
been lo.st due to strikes in 1979,’-" was relying 
on Indira Gandhi and the Congress to show 
a firmer hand in curbing labour strife than 
the ousted Janata government. In his 
presidential speech to the Employers’ 
Federation of India, Naval Tata, nostalgically 
harking back to the “memories of almost a 
dictated industrial truce between labour and 
management during the period of 
emergency," prophetically declared that a 
dose of discipline would again shortly be 
instilled in industrial relations."" 

One reason explained why the government 
was so adamant in its refu.sal lo equalise 
.salary levels in Bangalore with those in 
BHEL. It was worried that by doing so, it 
could create a dangerous precedent. That 
similar demands would be raised by other 


puMic sebtor plants, including those where 
poor productivity and profitability levels 
prevailed. The “imitation ef'fect”that Michele 
Perrot says succc.ssful strikes are frequently 
capidile of generating in other industries could 
be no less applicable to successful wage 
agreements.'"' 

The government was fully conscious of 
this risk and of the inflationary spiral that 
it believed this could set into motion. So by 
categorically declaring from the outset that 
parity was not negotiable, it was making sure 
that there would be no chances of the 
“imitation effect" spilling over into othei 
plants. Questioned after the failure of 
negotiations in February, Stephen would 
make this remark: 

If I accept any of these IJAF demands] then 
any other better performing indusiiy will 
have to be rewarded. Then other non- 
performing industries will also demand the 
same."” 

Moreover, on a couple of occasions during 
the strike, the government had openly stressed 
the necessity of linking wages to plant 
peiformances. This suggested a significant 
shift in its thinking on wage fixation in the 
public sector. It apparently believed that the 
established practice of paying workers who 
belonged to the same indiistiy roughly the 
same level of wages no longer corresponded 
with the imperatives of productivity and 
profitablity that it wanted to sec public sector 
managements adopting. 

A new .set of parameters had Iherelore to 
be constructed tor determining sal anes which 
would do away with the “orbits of cocicivc 
comparison” by depriving unions in 
unprofitable or low profitable and low 
productivity enterpri.ses of the benefits of 
grouping together with unions in more 
profitable and high pmduclivity enterprises 
and demanding more or less uniform wage 
levels. 

In other words, the scope for concerted 
action on the part of the unions risked being 
considerably diminished. And to start with 
in Bangalore itself. For significant variations 
in performance could be detected among the 
live Bangalore companies. From the late 
1960s onwards. HMT, for instance, could 
most of the time boast of higher profitability 
levels, and pos.sibly also higherproductivity, 
than the (xherTour plants. 

Nobiggapseparat^ ITi, BEL and BEML, 
but HAL lagged far behind them. With the 
company’s unique customer, the airforce 
increasingly ri,lying on foreign suppliers, 
whose technological superiority over HAL 
was unmistakable, to meet its requirements, 
many departments lacked adequate work, 
and even remained idle on occasions. Thus 
given the different situations of the plants, 
we could legitimately ask whether the unions 
would have been able to consolidate their 
forces in futurcif the government had insisted 
on relating wage increases to productivity 
and profitability. 


it was perhaps keeping all these issues in 
mind that Stephen, after indirectlyupholding 
the principleof better performing units paying 
their workers better wages, stated during the 
early stages of the strike: 

DilTcrcnt units are different. Within a broad 
framework there will be w.igc revision 
between unit and unit according to 
performance and (paying) capacity, etc."" 
The fact that the BPE had recently 
articulated a similar thesis indicates that the 
government’s response to the strikers’ 
demands perhaps obeyed larger policy 
compulsions and was not merely a matter 
of expediency. In its 1980-81 annual report, 
the Bureau declared that; 

.. Wage revisions have treated progressive/ 
profitable enterprises with good piodiictivity 
reported by the workers and the loss-making 
ones wherein there have been no gains in 
workers’ productivity with the same yardstick 
thus leaving little room for more etiicient 
enterprises to evolve a more icwaiUing 
disiK'iisation to then employees. 
Unconcerned by the appiirciu conti ailiction 
for ,1 non -producti ve boil y w I u ,se' ’lop-hca vy’’ 
hierarchy and “heavy expenditure" had 
attracted stinging criticism in the past,'"' to 
be contesting the workers’ rights to obt.iin 
a lOperceiUbcnctilevcry lour years through 
a wage settlement on the dubious giounds 
that "...managements did not eet anvthtng 
tn lieti ol conceding liigliei w.iges,""'' the 
Bureau's lepoi I weni on to piopose a revision 
of the eiiteM:i guiding vv.ige li.s.iiion in the 
puhlic seeioi In the lutiire. to .isoid ■'one¬ 
sided agreements,” the qmd pio quo Iroin 
the woikers side. lo use Us own expressions, 
lor whatevei iiioiiotaiy beiiefils granted bv 
manageineiHs would have to be higher 
produciivity increases 
At the same time, we must locale the 
govcmmciU's opposiiiim to salislying the 
.sinkers’ deihunds within the larger context 
of deepening disenchantment with the puhlic 
sector in general among policy-making 
circle.s. Partly, the discnchanimcnl hud to do 
with the public sector's (liscouraging resource 
mobilisation record, thereby cxplaming the 
BPE and the government’s insistence on 
relating wage increases to increased 
productivity. 

The Sixth Plan (1980-85), for instance, 
would launch a ferocious assault on the 
failings of the public sector, the likes ol 
which had never been witnessed in the past."" 
Perhaps the Planning Commi.ssion had been 
encouraged by the comments of Indira Gandhi 
and finance mini.ster R Vcnkaiaraman. While 
the former had chosen to describe the public 
sector’s performance as a "sad thing", 
Venkataraman claimed that the nationalised 
industries’ ineffeciency had eroded their 
credibility <as a driving force for economic 
growth and social justice."" 

But this loss of faith in and .systematic 
denigration of the industries destined to 
occupy the “commanding heights of the 
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ecoibmy*’ > whid) would assume such 
striking proportions as the 1980s progressed 
- must be (raced back toa more fundamental 
disengagement from the entire “Nehtvvian 
reformist bourgeois programme”"" on the 
part of the Indira Gandhi government. And 
in this process the “ineffeciencics" of the 
public sector served only to provide a 
pragmatic justificatory push to what was 
e.s$entially an ideological swing in favour of 
the private sector. Seen against this light we 
can better understand why the government 
adopted such an antagonistic attiude towards 
the publicsector workers from the beginning. 

Juxtapo.sed besides these factors, thestring 
of justifications advanced by managements 
for refusing to grant parity must be considered 
of secondary importance. They would argue 
that the .settlements in Bangalore and BHEL 
ran for different periods. Secondly, that no 
common wage pattern existed among the 
Bangalore industries, since apart from the 
minimum basic wage, all the other 
components of the remuneration package, 
including fringe benefits, varied from one 
plant to another. Thirdly, that wage levels 
had never .stood on a par in Bangalore given 
that dearness allowance payments in ITI 
were pegged to the all-India Consumer Price 
Index, whereas in the other industries it was 
pegged to the local Consumer Price index. 
Lastly, (hat the 6HEL settlement was 
qualitatively different from the Bangalore 
.settlements."" 

But apart from the fact that .some of these 
paints would only he elaborated post facto 
by managements and (heir lawyers when 
defending their case before the National 
Industrial Tribunal, these ju.stifications were 
inconsequential when compared to the 
politico-economic argument which guided 
(he government's thinkingon the whole parity 
issue. At best they might have contributed 
to inflating the primacy of the economic 
postulate by providing it with a legalist or 
technical dimension. 

Government Chooses Stephen 
AS Its .Negotiator 

On January 7, the twelfth day of the strike, 
the government directly entered the scene 
for the first time. Nothing new was offered 
to the workers by communications minister 
C M Stephen. But he hinted at the possibility 
of government granting a “slight hike” in the 
ad hoc monthly amount of Rs 20 and a 
“substantial increa-se”'" in the lump sum 
payment of Rs 300 when finalising the 
agreement. Both these proposals, as we have 
seen, had been made to the JAF on the eve 
of the strike, and were renewed by 
-managements the day after the strike got 
underway. 

fn addition to his loyalty to Indira Gandhi 
and a penchant for provocative talk which 
would be fully satisfied during the course 
of the conflict, Stephen had been chosen by 
the Congress Political Affairs Committee to 


handle the strike for a cou|rie of reasons. In 
the first place, apart from Indira Gandhi 
herself who as defence minister was 
res|»n.sible for BEL, BEML and HAL, the 
senior-most cabinet member with control 
over one of the striking plants was Stephen. 
His ministry administered ITl. 

Moreover, the post of the CCUI chairman 
was then held by the ITI chairman, CSS 
Rao. So thtf government felt this would 
facilitate co-ordination between manag¬ 
ements and itself. Secondly, Stephen had 
considerable experience dealing with trade 
unionists and workers. He himself was a 
veteran INTUC leader. By one of those 
delicious ironies of history, Stephen had al.so 
represented in the pastt workers from one of 
(he units outside Bangalore (HMT 
Kalamas.sery) which were now on strike. 

Now, in his role as the government’s 
negotiator, Stephen clearly stated that 
“managements have been instructed not to 
go to (he negotiating table if parity is going 
to be demanded.”"- For the ilrst lime he also 
contested the validity of (he 1980 BHEL 
agreement, claiming that it had been signed 
when no government was in power in New 
Delhi and could therefore nut “morally bind 
the Congress government...We could have 
just repudiated it (the BHEL agreement), but 
we didn't.""' He did not sec the need, 
however, of cxplainingjust why the Congrc.s.s- 
I had refrained from taking this step. 

On January 9, two days after Stephen had 
held out the prospects of government being 
prepared to pay the workers a higher amount, 
(he incrca.se materialised. But, surprisingly, 
the new offer was tabled not by managements 
but by the state labour minister. From this 
point onwards, even (he limited powers that 
managements had exercised in (he period 
i mmcdiately before and after the strike began 
would be withdrawn. 

To use Fernandes’ expression, they would 
be reduced to playing the role of “postmen”,' 
conveying prupu.sal.s back and forth between 
the govemmciit and (he union, (hough even 
this task would .soon be ttssunied by the state 
government. Managements’ only consolation 
was the firm certitude that the unions, 
bureaucracy, press, and perhaps even (he 
government, all knew that if the latter had 
given managcmentsco/YeMruic/ie, they could 
easily have reached an accommodation with 
the JAF and pre-empted the strike."’ 

Any explanation of the set of objective 
constraints which rc.sulted in the total 
marginalisation of managements during the 
60 odd remaining days of the strike, must 
ncce.ssnrily lead bock to the asymmetric 
nature of the relations that exist between the 
former and the government. Like the over- 
wlielming majority of public sector chainnen, 
the heads of (he Bangalore undertakings, 
with one exception, were not profc,ssional 
managers hired from private industry. Civil 
service administrators or officers belonging 
to the armed forces, they could pretend to 


little or no previous experience of running 
a company. 

The CCUI head and ITI chairman CSS 
Rao was a long-serving functionary in the 
department of telecommunications who had 
been sent to occupy (his post only in late 
1979. An airforce officer, the chairman of 
HAL, Air Marshal Woolen had been 
appointed by the department of defence 
production. 'This was also the case with the 
BEML chairman, with the ditfercnee that he 
came from the army and had been appointed 
to this post less than a month before the strike 
started. In BEL too, thcchainntm S Krishnan 
was a government official. But as opposed 
to his counterparts he had the advantage of 
having worked here for a number of years. 
In HMT alone hud the government taken 
care to appoint professional management. 
Not .surpri.singly, it was also the one Bangalore 
public undertaking to be exposed to the 
rigours of direct market competition. 

Besides being dangerously dependent on 
the government for their next pcirttblio once 
(heir term in the public .sector had expired, 
(he public sectoi chairmen’s lack of specific 
technical or managerial competences had 
another important result. Olten, they could 
not claim any legitimacy given that tliey had 
almost no, or very minimal, monopoly over 
knowledge when it came to (he running of 
(he plants. The benefits of the organisational 
and rhetorical* resources that professional 
managers arc normal ly capable ol mobilising 
by virtue of theirdcliiiled involvement in (he 
functional operations of a company, and 
which help protect their power and privileges 
against arbitrary action by the employer, 
were Ihcrelorc denied to the public sector 
heads. 

Tlic government did nut need to rely on 
top managements’ “definition of the situa¬ 
tion”,' "■ and the enormous influencccxercised 
by the administrative bureaii-cracics only 
accentuated managements’ subordination 
and facilitated their inter-changeability."^ 
Given these constraints, it would therefore 
not be illogical to speak ol a generalised and 
inherent reluctance among public sector 
chairmen to openly challenge government 
policy for fear of jeopardising their careers. 

A lactur specific to managements in 
Bangalore also prompts us to argue that they 
might have been even less dispu.scd than 
liieir counterparts elsewhere to defy the 
government s authority. By the admission of 
some of its own members, the CCUI's natural 
.style ol functioning and approach to problems 
tended to rcllect a definite con,servati ve bias. 
This had to do as much with tlic fact that 
it worked as a group as with (he rule of 
unanimity which governed its decision¬ 
making process. On controversial issues, 
members were invariably under pressure to 
play down their differences and to adopt the 
“line of lca.st t esistance”. "* So even if certain 
individual managements might have been 
templed during the strike to try and convince 
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the government that they were better placed 
to arri VC at an understanding with the unions 
than Stephen, the logic of the group would 
probably have asserted itself and persuaded 
them to accept their role tis passive but 
frustrated spectators. 

UNtoNS Reject Government Offer 
In its new offer, government agreed to 
raise the ad hoc monthly benefit to Rs 23 
and the lump sum payment to Rs 600. While 
maintaining its earlier conditions, govern¬ 
ment also made a slight concession on the 
question of extending the present wage 
agreement and said that it was prepared to 
settle for a period of 13 months (until 
September 1982) instead of 18 months. 
But opposed to the idea of having to aban¬ 
don parity, the unions turned down the 
package; 

The general imprc.ssiun created in the 
minds of the workers when the government 
increa.sed its offa was that the government 
was beginning to yield and if the struggle 
continued and die pressure was kept up the 
government may come around. By this 
time the dock workers' issue hud also 
been settled on a similar issue of imple¬ 
menting an earlier settlement. So all this 
strengthened our resolve."'* 

Just how badly workers and the strike 
leadership had mi.scalculutcd the situation 
would become fully apparent in the coming 
weeks. Far from bringing it to the negotiating 
tabic in a hurry, the continuation ol the strike 
had the wholly contrary effect of hardening 
the government's position. It would wait 
four full weeks before deciding to pre.sent 
a fresh offer. Nor was it willing, in the 
meantime, to encourage others who sought 
to mediate between the two sides. 

Thus chief minister Gundu Rao returned 
empty handed from a visit to New Delhi on 
January 20. His suggestion that the union 
labourministertakc the initiative in breaking 
the stalemate by calling the unions for talks 
went completely unheeded, while both Indira 
Gandhi and Stephen informed him that the 
government was unprepared to accept the 
workers’ demands for parity.'^’ 

Moreover, the hopes generated hy the 
successful outcome of the dock workers’ 
strike where the government had adopted a 
tough line at first before climbing down, 
were unfounded. Unlike the public sector 
workers, the dockers enjoyed the advantage 
of being able to inllict immediate and painful 
damages to the economy, not the least by 
disrupting foreign trade. A more accurate 
index of the Indira Gandhi government's 
mental outlook and general rcceptivcncss to 
working class issues would shortly be 
provided by the Life Insurance Corporation 
(LIC) ordinance and the loco workers* 
.struggle. Promulgated in January 1980. the 
LIC ordinance enabled the government to 
circumvent a Supreme Court ruling ordering 
it to pay bonus, and withhold from workers 
payments to the extent of Rs 20 crore. 


The loco running staff struggle erupted 
shortly after the public sector strike and for 
much the same reasons: the Indira Gandhi 
government's refusal to honour an agreement 
that had been signed by the Janata. The 
government's response to the conftict 
a.s.sumed the form of open repression with 
over 1.000 workers being dismissed or 
cum|)clicd to take retirement. 

It wa.s against this sombre backdrop that 
the union labour minister N D Tiwari finally 
decided to act. In the middle of January, 
when discussing plans for a new national 
wage pol icy Ti wart had .seen no contradiction 
in announcing to the press that the problem 
of wage parity between BHEl., and the 
Bangalore industnes was not his alYair.'-' 
What was even more astonishing was his 
unnbfTshcd declaration that the responsibility 
for finding a .solution to the strike lay with 
the Karnataka government because the 
resolution of industrial disputes was a 
prerogative of state governments and not the 
central government. 

Rut. now, with the crucial budget session 
of parliaiTient due to open by the middle of 
February, Tiwari and the cabinet were aware 
that the government could not persist with 
its policy of wail and watch. Otherwise, it 
was bound to attract criticism from the oppo¬ 
sition parties. So rather than give the impres¬ 
sion that It was acting under pressure, the 
govcniracnl decided to take the initiati ve, and 
convened the JAF for talks to New Delhi. 

The strike was already in its43rd day when 
the two sides met facc-lo-face for the first 
lime on February 7. Their discussions lasted 
two days and ended on a note of utter failure. 
Of the three proposals made by the 
government delegation which comprised 
Tiwari and Stephen, and the labour ministers 
of Karnataka and Andhra Pradesh, only one 
really broke fresh ground. 

it was proposed to refer the parity issue 
for arbitration. Depending upon the unions' 
choice a single arbitrator or a board of 
arbitration, headed by a high court judge and 
compo.sed of one government and one union 
representative, would be appointed to 
interpret the two controversial clauses 
incorporated in the 1978 agreements, and 
deliver a judgment which government 
promised to implement in full. In the 
mcanli me, workers would receive an advance 
of Rs 700. recoveiable in 12 instalments. 

Otherwi.se, tlie union leaders had the choice 
between terminating the existing agreement 
and beginning negotiations on anew charter 
of demands, or accepting a modest increase 
in the lump sum payment from Rs 600 to 
Rs 7(X), plus an ad hoc monthly benefit of 
Rs 23. In addition, the government agreed 
to pay workers an advance of Rs 600 which 
would be deducted in 12 instalments. 

None of the.se offers .satisfied the JAF 
delegation which then submitted a counter¬ 
offer. It asked notably for an increase of Rs 
30 in monthly wages, one increment for all 


workers (this varied from Rs 7 in the lowest 
grade to Rs 22 in the highest}'^ and a hike 
of Rs 3 in dearness allowance. The 
government, however, rejected the workers’ 
demands. 

Symptomatic of the fact that it was neither 
subjected to real pressure from the unions, 
nor overly concerned by the loss of production 
in the five plants to seriously consider the 
eventuality of arriving at a .settlement with 
them, it even started imposing new conditions 
the following day. The JAF was thus warned 
that if it did nut sign an agreement the same 
day. the Rs 700 lump sum payment would 
be reduced to Rs 600. A deadline of this kind 
could only have been interpreted by the unions 
asa bid to humiliate them. Given this situation 
the talks inevitably collapsed. 

For the unions to have withdrawn the 
strike merely on the basis of a reference of 
the dispute ftir arbitration, and a deductible 
advance of Rs 700 as the sole tangible 
"reward” for two months of struggle, would 
have been virtually impossible. Moreover, 
it would take time bcftjre the award was 
delivered; it might not go in favour of workers; 
and even i fit did prove favourable to workers, 
there was absolutely no certitude that 
government would respect its engagement 
and implement the award. After all, it was 
the same go vefnnient that had recently issued 
the LIC ordinance with the express objective 
of overturning a judicial ruling hostile to its 
interests. 

What might, however, have persuaded the 
JAF to come to terms with the government 
was if along with the monenu-y package of 
Rs 23 ad hoc monthly increase and the lump 
sum payment of Rs 700, the offer for 
arbitration had al.so been included. Indeed, 
this was exactly the proposal that the 
government would place before the unions 
nearly four months later, thereby paving the 
way for the signing of a .settlement. But in 
February, it was unwilling to make this 
concession. 

Government Enpeavours 
TO Break Strike 

This was the last offer that the government 
would come forward with. In other words, 
from day 44 of the strike until day 77 when 
thestrikers finally resumed work, government 
suspended all dialogue with the unions. 
Claiming that it had “gone to the farthest 
extent”'^' and that the unions were acting 
from 'political' motives, the failure of the 
talks provided the government with the 
necessary pretext to once again revert back 
to a policy of wait and watch. Only this lime, 
the waiting and watching went hand in hand 
with very voluntarist and open measures to 
smash the strike. 

The strategy adopted by the government 
was two-pronged. On the one side, it sought 
to di.scrcdit the strike leadership. BramlHihing 
the familiar and weary spectre of a " 130 per 
cent political agitation” conducted by 
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uon^unist provocateurs, Stephen accused 
the JAF of “cruciiy manipulating" and 
“betraying the workers for political ends”. '** 
The convenors had “[their] own axe to grind” 
with the government because they mostly 
belonged to opposition political parties and 
were therefore intent on “keeping the kettle 
boiling” with plans for various agitations. 

What Stephen chn.se to ignore was that the 
JAF also included organisations which were 
affiliated to the Congress (I). While one 
faction of the INTUC which controlled the 
HMTmachine tools factory union boycotted 
the JAF and worked all through the strike, 
the INTUC-led unions in HMT watch factory, 
the horological machinery divisions and the 
corporate office stayed out virtually until the 
end.”' 

in a letter sent to N K Bhat, all-India 
president of INTUC on January 15. these 
unions after writing that “the strike is on an 
industrial dispute devoid of political 
overtones.” asked Bhat to avail of his "good 
offices and ensure that the INTUC gets the 
credit for settling the present industrial dispute 
at Bangalore [sic]".'^'’ We do not know 
whether Bhat replied to this request. But on 
February 16, the INTUC national leadership 
warned the public sector workers, in vain, 
to dissociate themselves from a “politically 
motivated” strike.'^’ 

By acctismg the JAF convenors of pursuing 
the strike for vested 'political' motives. 
Stephen hoped to create the objective 
conditions which would result in the base 
progressively drifting away from the 
leadership. Secondly, he wanted to alienate 
the strikers from public opinion who might 
have been tempted to support a purely 
'workers' struggle but nut a 'political' 
struggle. 

It must be pointed out that the government 
had been keeping up the pressure on the 
strikers by waging a relentless propaganda 
war against them, and more generally the 
working class, right from the outset of the 
.struggle. Speaking before the National 
Development Council in New Delhi in 
February 1981, Gundu Rao would declare 
that “the better off employees in the organised 
sector are holding the nation to ran.som”.'^ 

In his annual lepublic day address to the 
nation, president Sanjeeva Reddy had 
bemoaned the fact that “even employees 
with four figure incomes” held the “country 
to ransom" by re.sorting to strikes, thereby 
compelling the government to concede their 
demands in order to avoid production losses. 
He went on to advi.se organi.sed labour that 
a voluntary strike-freeze was the “first .step" 
towards better industrial relations.'^ 

'Earlier. Indira Gandhi after telling a group 
of Bombay industrialists that the inflation 
rate .still remained “high and it continues to 
be a major source of anxiety.” claimed that 
India could not “afford the luxury of agita¬ 
tions”.''“Subscquentiy.adklressingCongress- 
I MPs on the eve of the pari iameniary session 
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in mid-February, she would make the 
maintenance of law and order and industrial 
peace, the go vemmenfstwo key priorities.'^' 

To what extent this propaganda campaign 
against the strikers encountered a favourable 
echo among the public is imptvssible to veri fy. 
ButStephenandthegovernment totally failed 
in their efforts to break the strike by driving 
a wedge between the ina.s.s of workers and 
the JAF. In fact, it is likely Ihtit his intemperate 
attacks against the workers' rcpre.scntatives 
may have paradoxically reinforced the 
appeals issuc*d by the JAF urging workers 
to thwart the government's strike-breaking 
manoeuvres. Thus, by a .stroke of irony, one 
half of the strategy elaborated by Stephen 
and the government to break the .strike, 
namely. di.screditing the strike leadership, 
might have contributed directly to 
undermining the other half, persuading the 
strikers to rejoin work. 

For immediately after the collapse of the 
New Delhi negotiations, Stephen had warned 
that government would go over the JAF's 
head and directly dc.'il with the workers and 
unrecognised unions, since government had 
an “obligation” and “rcsponsibilites to 
workers" who “.iie prisoners of trade union 
Iciiders”."- He therefore announced that 
managements would shortly fix a date for 
rco|x:ning the plants and workers who were 
prepared to rcpoii lor duly would receive a 
deductible advance of Rs 6(X) “in order to 
mitigate hardship cau.sud...due to the loss of 
wages during the strike.”'” 

Stephen, however, firmly ruled out the 
option of banning the conllici - a direction 
in which .some were nudging the government. 
This was not out ol concern fur safeguarding 
the workers’ right to strike. He was only 
“anxious that none of the leaders must be 
made a martyr" or given a fresh cause to 
agitate for.”^ 

On February II, managements jointly 
published an advcitisemcnl in all the local 
newspapers announcing that all five plants 
would begin operating one general shiti in 
llie morning from the next day. Workers 
were also warned that the advance of Rs 600 
would only be available up to February 16. 
But this deadline would soon cease to have 
all meaning as managements kept rolling it 
back, given the dismal response that the 
appeal encountered among the mass of 
workers. 

Sub.sequcnily. managements would also 
be obliged to address individual letters 
directly to workers' homes. No doubt, in a 
bid to weaken their morale, the letter spccifictl 
ingreai detail thcexicnt of workers’ monetary 
losses'” due to the strike, before advising 
them to repon back to the plants so "that all 
of us being employees of the same company 
can once again have the plca.surc of working 
together as a family".'” 

At thesamclimc,in their newspaperappeal, 
managements sought to assure workers that 
they would be safe from the unions' wrath 
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in case they came to work since “adequate 
security arrangements have been mtide.”''’ 
Oral commitments along the same lines had 
also been given by certain managements to 
the non-striking faction of the INTUC union 
and its members.''* The .state government 
had, effectively, requested the central 
government to send additional police and 
para-military forces with “increased striking 
power” to ensure that “workers are not 
obstructed from resuming duty.’’'’'' 
Prohibitory orders in the city had been 
extended. There was round the cluck 
patrolling around the factory premises and 
in the workers’ colonics. 

In the end, all the.se measures proved lutile. 
When the factory gates were reopened on 
February 12, managements' own figures 
indicated that just l(X) workers reported for 
work in all five plants. The situation would 
improve only slightly during the next lortnight 
and beyond, but whatever hopes government 
and managements hud nurtured of breaking 
the strike rapidly had already crumbled to 
du.st. 

TItc scciiurio of workers de.serting the JAF 
and Hocking Ixick to thcplants in evergrowing 
numbers hud neither materialised under the 
security ol the stick nor the blandishments 
of the caiTot. Instead, popular representation 
of the strike would stMui attach itself to the 
image which apjjpurcd in many newspapers: 
de.solatc factory gates guarded by hclmctcd 
and heavily .irmed troops. For the unions the 
event stood out as a moment of truth, 
ixtrmitiing them to vciify at first hatid the 
extent ot their hold over their constituents 
after over six weeks of strike. 

Stephen and numagements would also have 
been hardpres.sed to claim that it was fear 
of J A F violence which persuaded the workers 
to remain indoors. The JAF convenors did 
visit all live plants and the townships urging 
workers not to succumb to managements' 
siraicgems. The prc.seiicc of activists too in 
the townships might have dissuaded potential 
blacklegs. Bin out of the 12 arrests Ihtit 
|H)lice reported the ilay alter the plants 
reopened, only three were on charges of 
inliinidaiion. On the contrary, if anybody 
could he accused of intimidating the workers, 
it was the police with the help of local toughs 
belonging to the non-striking faction of the 
INTUC. as we shall .sec. Most of the bhieklcg.s 
akso belonged to the INTUC.’’*' 

Thus on F'ebruary 26. two months after the. 
conflict hud begun, and two weeks after 
managements had issued theirudvcrti.scment, 
only 124 workers were present on the 
shoplloor m BEL out of a total workforce 
of I4,(XX).'’‘' By March J, the numbers hud 
climbed to 559. though it included essential 
stuff and apprentices. This is clear from the 
attendance figures that we possess fur March 
9. They show that out of the 691 workers 
who reported for duly, 570 were from 
essential services departments and 
apprentices. 
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It appears that managements in all five 
plants had sent a written ultimatum to 
probationers and apprentices threatening 
them with dismissal if they refused to 
immediately attend work. In ITI, during the 
flrstfortnight of March, the attendance figures 
never crossed the 600 mark, fluctuating 
around SSO woriters daily. As late as March 
10, only 596 workers had returned to the 
plant, ^t the trickle was growing daily. 
Going by the reports of ITI management, the 
position seems to have been no different in 
the other plants. 

Fnistrated by the uncnthusiastic reaction 
of workers to managements’ monetary offer, 
the Karnataka government now turned to 
more heavy handed methods. In the beginning 
of March, 42 strikers were arrested, including 
one of the J AF convenors, on flimsy grounds 
of instigating violence. All were rclea-sed 
within a day or two. Police then broke into 
the HAL union office, drove out the workers 
who were a.s.sembled there and wanted the 
office to be shut ostensibly in order to avoid 
tension in the locality. 

A number of activists were again arrested 
following a public meeting where the JAP 
decided to press ahead with the stoppage. 
Workers complained of frequent hura.ssmcnt 
by police officers who harangued them to 
go back to work whenever they left their 
houses. None of these measures could be 
described as extremely oppressive. But they 
were clearly calculated to wear down the 
resistance of the more active and militant 
elements among the workers whoconstituted 
the backbone of the strike. 

The strike-breaking activities of the police 
were complemented and relayed by the 
INTUC wing, headed by F M Khan, which 
was hostile to the strike. Treasurer of the 
Congress parliamentary party, and a clo.se 
ally of Gundu Ran, Khan had already formed 
splinter unions in ITI and HAL. No doubt, 
he was bargaining on broadening his 
influence within the public sector once the 
strike had ended in what was bound to be 
certain defeat for the existing union 
leadership. 

TTie government apparently not only .shared 
his aspirations but also intended helping 
Khan realise them. Even though his plant, 
HMT Machine Tools had not gone on strike, 
the government had insisted on associating 
him in the New Delhi negotiations in 
February, ,successfully imposing his presence 
in the JAF delegation. Shortly afterwards, 
Khan had advised workers not to “live on 
false promises of JAF leaders’’"* and to 
resume work since the government was not 
prepared to concede their demands. It was 
also Khan whom the government chose to 
convey its message in early March, stating 
that it saw no purpose in convening high 
level tripartite negotiations which Gundu 
Rao had promised the J AF, since government 
had already made its final offer to workers 
during the talks in New Delhi. 


Itt die meantime, it was Khan’s turn to 
offisr his services, and his tmiscle power was 
soon deployed behind the state government’s 
efforts tocrush the strike. CarloadsofINTUC 
supporters went around workers’ colonies 
distributing pamphlets and threatening 
workers and theirtamiliesincase they refused 
to tesume work. It was during one such door- 
to-door campaign in the ITI township that 
a few INTUC members were caught and 
assaulted by a group of JAF militants and 
their car burnt out. In retaliation, the INTUC 
attacked a JAF office where a meeting was 
being held late.one evening. Stones, bottles 
and iron rods were thrown, injuring a number 
of workers and one JAF convenor. 
Subsequently, Khan told the press that “if 
they [the JAF] want to have war, wc will 
also have war”."' 

But the ‘war’ rapidly assumed ugly ethnic 
and chauvinistic overtones with the 
intervention of the National Students Union 
of India (NSUI), the students wing of the 
Congress Party. Posters supposedly 
reproducing the contents of a letter written 
by the state pre.sident of the NSUI, and a 
member of the Congress I. to Indira Gandhi 
were pasted in many parts of the city 
demanding the expulsion of all Tamilian and 
Kcnilitc workers from Karnataka within one 
week. 

Otherwise, the NSUI warned that it wculd 
cut olf water supplies and electricity to the 
workers’ colonies and boycott them socially. 
“...'The heritage of our beloved Karnataka is 
at stake...Thc ESIC scheme is being misused 
by Keralites and Tamilians in large 
numbers.”"* 'The poster went on to call for 
the immediate ban of the strike since the 
public .sector plants 

produce very vitiil defence equipment for the 
defence ut our mother land. In view of the 
long outstanding tllcgal and politically 
motivated .strike, wedemand that these people 
oe termed as tnai tons. The people of Karnataka 
are capable of taking up any work or 
responsibility to run these factories.*'*' 
While the immediate provocation for the 
poster was Ihe clash in the iTI township 
between INTUC and JAF supporters, it also 
represented a blatant attempt to divide the 
strikers by playing upon the latent, and 
sometimes overt, tensions and hostility that 
separated Kannada and non-Kannada 
workers and which had vitiated so much of 
the trade union movement in the public sector 
since the early 1970s. By calling for the 
expulsion of'Tamilian and Keralite workers 
who in the collective imagination were 
inherently endowed with more militant 
“qualities” than the Kannada worker, the 
NSUI’s intentions were plainly to portray 
them its trouble makers and agitators who 
were instrumental for the continuation of the 
strike. 

I n the proce.ss. two modes of conduct could 
also be conveniently contrasted: the 
“treacherous” behavicurof the Tamilian and 


Keralite workers against the “pei»e-ioving“ 
and “loyal" behaviourof the Kannada worker 
who aspired to return to work in order to 
defend the “heritage of Kamatnka” and the 
“mother land’.’ but was prevented from doing 
so by the “outsiders”. Like all the earlier 
manoeuvres to break the strike, this one too 
failed miserably. I'hc ineident, however, 
triggered off a wave of protests from 
opposition political parties both in the state 
assembly and in parliament. Finally, the 
government was forced to declare that the 
Congress had no hand in issuing these 
posters.'* 

Before concluding we must discuss the 
role played by the national trade union 
federations and the local workers’ 
organi.sations in the strike, in both cases, 
their participation was strictly nominal and 
symbolic. We have mentioned the creation 
of a trade union solidarity committee in 
Bangalore assembling all the organisations, 
including one wing of the INTUC. The co¬ 
operation and backing provided by this 
committee proved crucial in ensuring the 
triumph of Ihe bundh. 

But following thi.s demonstration of 
solidarity, the committee .seems to have 
preferred more verbal forms of action, 
contenting itself with i!i.sumgprc.ss statements 
in lavour of the .strikers. The lact that the 
CITU and BMS unions in BEL had been 
excluded from the JAF is also not likely to 
have motivated the.se two organisations into 
showing more than formal sympathy when 
it was not a question of open hostility. There 
were one or two instancesofindividual unions 
in the privatcsector collecting and di.stributing 
food grains to the striking workers and their 
families in certain parts of the city. Some 
sporadic efforts at fund raising too were 
made with meagre results. Otherwise, the 
rest of thccity ’ s work ing population remained 
passive spectators throughout the long 
conflict, leaving the public sector workers 
to fight their own battles. 

The attitude of the national trade union 
federations did net reflect a greater spirit of 
working class solidarity. Given that the JAF 
was composed overwhelmingly of 
independent unions, the federations had no 
cause to intervene actively in a conflict which 
they al.so could not aspire to lead from a 
vanguard position. Anyway, by the time the 
central trade unions decided to act, the strike 
was nearly two months old and doomed to 
certain defeat. 

At the convention of public sector unions 
in New Delhi on February 23. after 
considerable hesitation, it was announced 
that public sector employees throughout the 
counti7 would go on a one-day strike on 
March II. The convention asked all the 
national union federations to rally behind the 
programme of action in favour of its five 
point charterof demands. Heading the charter 
was the demand for the reopening of 
negotiations with the unions in Bangalore, 
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follotirad by the withdrawal of the UC 
ordinance and the reinstatement of the 
dismissed loco workers. 

A couple of symbolic protest actions were 
also planned, llius on I^bruary 27, leaders 
of the central organisations accompanied by 
some MPs with links to the trade union 
movement conducted a brief ‘dharna’ before 
the prime minister’s residence. A few days 
later, joint demonstraticms and meetings were 
organised by unions in the private and public 
sector. The one-day strike proved to be a 
complete success in all public sector 
enterprises across the country. All the state- 
owned banks and insurancecompanies stayed 
.shut. But this gesture of .solidarity with the 
Bangalore public sector workers had not 
only come too late. It was also hopelessly 
inadequate as a means of exerting pressure 
on the government. The following day.March 
12, the JAP announced that the 77-day-old 
strike in Bangalore was over. 

(Concluded) 
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1.37 Appeal. February 12. 1981. 

1.18 .See cross-cxaminaiion of Subrnyan 
Sethurumaii, chief administration manager of 
BEL, Nalion,‘il Industrial 'f ribunal, .September 
26. 1988. ITI archives 

1.39 Dectaii Herald. February 12, 1981. 

140 Sec cioss-examination of Subrayan 
Sethuraman, op cit, ITI management also 
staled that INTUC workers resumed duly 
with the officeis, ITI archives. 

141 Strike attendance figures are drawn from the 
daily telex mc,s.sages that ITI management 
sent to Ihe c'lmmunicalions imnislry both for 
ITI and the other plants, ITI archives. 

142 Deican Heiald, February 26. 1981. 
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DISCUSSION 


Towards Gender Just Laws 

Geetaiviali Gaugoli 
Gopika Solanki 


THE position paper presented by the An vcshi 
LawTcamlEW, March 1-8,1997:453-58) 
is a valuable contribution to the ongoing 
debate on gender just laws. As activists in 
the women’s movement we agree with their 
critiqueoftheconceptualisation,formulation 
and implementation of law and the legal 
process. We also share their concerns about 
the ways in which several significant issues 
have been co-opted by mainstream bodies 
such as the state and the hindutva forces. 

However, the underlying as.sumptions in 
the paper rai.se several questions that we will 
attempt to addre.ss here. The paper presents 
a view of the Indian women's movement 
(henceforth IWM) as being “normed as urban, 
Hindu and upper caste-class”. Within this, 
there is one section which is rigid, 
uncompromising and single minded in its 
efforts to pass gender just laws, which they 
advocate to the exclusion of other strategies. 
This, we feel, is a misrepresentation for two 
reasons. One, because there have been 
important critiques of the ‘normative’ 
character of the IMW by the existence of 
groups that identify themselves both as 
femini.st and as minority women.' I'he sheer 
existence of such groups is a challenge to 
the ‘nonn’. Besides there are voices within 
the IWM which explicitly critique the “Hindu, 
upperclass-castecharacter”, thus threatening 
the normative nature of the movement. One 
such voice is that of the Anveshi team. 

The position paper presumes that groups 
like the Mumbai-based Forum Against 
Oppression of Women (henceforth F.AOW) 
and Working Group on Women’s Rights 
(henceforth WGWR) arc against 
heterogeneity as they believe that only a 
single set of laws can bring about equality. 
This is a faulty presumption, as the root of 
the discontent for such groups is not that 
there are .several laws but that all the existing 
laws fail to provide justice to women. In fact. 
Forum and WGWR support reform initiative 
within the community, while adding that 
options be available to women who choose 
a secular option. 

The paper argues that some feminists appeal 
to the state “invoking the language of the 
liberal secularism in which the notion of the 
’citizen’ is articulated.” They suggest that by 
doing so, feminists have represented caste 
and community as backward and pre-modern. 
Anveshi team however stops short of 
articulating their own understanding of caste 
and community, preferring to maintain a 


discreet silence on whether they feel that 
these can be oppressive and anti-women or 
not. By omission, they serve to romanticise 
and homogenise caste and community. Nor 
have they suggested any alternative spaces 
which exist or could be created to facilitate 
‘conflict-resolution’ and have a potential for 
emancipating women. 

The Anveshi team asks for multiple 
interventions. We agree with them on this 
count which is why we consider the legal 
system as an important arena of political 
activism. To elaborate, we agree that Anveshi 
and others’ disenchantment with the legal 
system has a valid basis. As women have 
experienced, the state has time and again co¬ 
opted and seemingly accepted the demands 
of the IWM by passing laws that are 
ineffective and in fact can work against 
women. The legal system is experienced as 
alienating and oppressing women. However, 
despite the complex and contradictory ways 
in which the legal system operates, there is 
a room for a variety of approaches to refonn, 
which need not be necessarily exclusive and 
in conflict. However, as activists within the 
movement have found, several women, both 
urban and rural, approach law courts rather 
than their families and communities for 
justice. Hence, it is necessary to safeguard 
the interests of siich women, for whom the 
notion of justice is vested in formal legal 
system rather than in caste and community 
panchayats. Also, caste and community 
panchayats are not homogeneous bodies and 
the experiences of women have revealed that 
women’s demands and needs may not be 
prioriti.sed oreven addressed by these bodies. 
While the state is undeniably patriarchal, 
various communities and castes have also 
oppressed women in multiple ways. In such 
a situation, to leave the legal arena unfought 
and unchallenged would mean to consent 
through our silence. 

The cla.ssic case of duplicity of the .state 
and various communities stands exposed is 
the Shah Bano ca.se. While the hindutva 
forces rushed l< denounce Muslim men, 
fundamentalists Muslim leaders forces Shah 
Bano to retract her hard won right to 
maintenance. In this situation the Indian 
state exposed its partisan nature by 
legitimising this retraction and passing the 
Muslim women’s (Protection of Rights upon 
Divorce) Act, 1986. None of these even 
pretended to stand for the rights of minority 
women. However, in a democracy, women 


as citizens have a right to appeal to the state 
for redressal in a way that they do not have 
with their community. While we agree that 
only the ‘normed’ women can effectively 
exercise rights as Indian citizens, it is our 
contention that such rights be extended both 
in practice and in theory to all women. 

1116 Anveshi team points out that women 
are formed through multiple identities, which 
resutt“indifrerential notions of justice which 
perhaps cannot be easily squared with the 
singular conception of justice that the 
women’s movement has been working with”. 
While this might be potentially valid, an 
extension of this logic can well lead to a 
system wlierein there aredifferent laws based 
on different notions of justice for men and 
women of different castes, classes and 
communities. The danger in this would be 
that such a situation may well bring back a 
situation similar to the days of Manu, where 
the laws? re.stcd on hierarchies based on 
caste and class. It was indeed on the basis 
of such hierarchies that there were different 
notions of justice for di fferent people. Another 
danger in such situation could aKso be that 
the dominant within and outside the caste- 
class-community groups would dictate and 
enforce their own notions of justice and the 
parameters for realising these. As u result, 
such a move would only result in streng¬ 
thening the power base of the dominant. 
Besides, any division on these bases may be 
counter-productive as women would he 
pressurised further to prove and con.solidate 
their allegiance to their castes and commu¬ 
nities and women would be forced to follow 
the rules and norms of their respective 
communities and those women who may 
transgress the.se norms and mores, may be 
ostracised. Alsu questionable are the 
communities’ notions of justice as the.se may 
not necessarily be derived from concepts of 
equality. Anveshi team needs to elaborate on 
their viewson the operationalityofthc system 
that they arc advocating and the role of the 
IWM in facilitating such changes as well as 
required measures to engender these com¬ 
munities, as it is a well documented fact that 
these do not necessarily have a critical under¬ 
standing of the patriarchal oppression. The 
ability of the IWM to influence the com¬ 
munities still remainsaquestion ntark though. 

Anveshi criticises the feminist movement 
for prioritising the category gender as opposed 
to caste-class and community. If indeed 
gender is not prioritised, the rationale for 
organising as women and forming women’s 
groups is lost. What indeed arguments like 
these do is to present a nihilistic view of the 
world where women’s subjectivity as women 
is completely lost and subsum^ in other 
identities. 
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Th* AnvesM team accuses the feminist 
movement as being uncritical in its language 
and agenda, allowing for an easy co-option 
by die hindutva forces. For instance, they 
cite Flavia Agnes as stating that polygamy 
and maintenance tend to be highlighted by 
feminists as problems of Muslim women 
while problems of upper caste Hindu women 
such as dowry are universalised as women’s 
problems. On the contrary, as early as on 
1975, the status of women report. Towards 
Equality, brought out by a group of feminists 
states very clearly that polygamy is higher 
among the Hindus. This has been reiterated 
by the women's movement right till the 
present times. In fact, one of the critiques 
of the Hindu Marriage Act, I9SS, is that it 
does not recognise and thus, does not give 
any legal rights to the second wife, unlike 
the Muslim marriages. 

Besides, the women’s movement has. time 
and again rejected co-option of its language 
and issues by the hi ndut va forces. It is another 
matter that the BJP position and articulations 
are adequately presented in the mainstream 
media, which seeks to converge the BJP 
position with the feminist position. Nowhere 
is this more evident in the kind of media 
furore as during the Miss World contest in 
Bangalore. So iar as the specific debate of 
UCC is concerned, the shifting of the position 
ofthe women’s movement from 1936.1955- 
56, 1985-86, and 1995 is the proof of the 
attempts by the IWM to disassociate itsell 
from the communalist forces. 

The contention that a set ot gender just 
laws (as envisaged by FAOW and WGWR) 
“bypasses a whole network of relations within 
which women function’’ is reductionist and 
presumptuous. The FAOW draft of gender 
just laws takes into account the experiences 
of women and men and challenges 
mainstream .societal praettees such as 
patri locality and patrilinealily since existing 
notions of tamily and laws do not do so. For 
instance, the draft points out that there are 
many instances of women and men both 
homosexual and heterosexual, living together 
outside marriage and advocates that such 
relationships be recognised both by law and 
society. To quote the draft: “Legal and social 
recognition of such arrangements would hel p 
in liberating marriage as an institution which 
today is controlled by conservative norms 
of the society and dues not have any concept 
of equality in it’’ 

The Foruih draft recognises the centrality 
of the cultural milieu. As the draft puts it, 
“It is not as if all disputes are referred to the 
law and the law enforcing machinery. All 
people in the world grow up in a cultural 
milieu and have a whole social set up 
determined by this cultural background which 
helps to resoivcdisputes. Generally whenever 
there are any differences and disputes in the 
intimate relationships, the involved person 


first refer them to this set up determined by 
their cultural, religious and community 
backgrounds." (Visions of Gender Just 
/fca/ifi«.FAOW,1995).Thcdraftalsostatcs 
that laws and legal changes are not enough 
in themselves but need changes and modi¬ 
fications in the implementing machinery. 
Also, the draft envisages broad societal 
changes to accompany the legal ones. As the 
draft states. "Any progressive stand in the 
law that goes beyond the social norms has 
to be necessarily accompanied with support 
structures and help to the individual. This 
is very imfiortant for if the law allows certain 
situations not widely accepted by society, 
then that individual would be forced to forgo 
her rights due to lack of any support to hci 
in her special situation. It is hence important 
that we simultaneously talk of a system of 


To ascribe an opponent an obviously stupid 
idea and then relute it is a uick that is 
practised by none loo clever people. 

-V I Lenin 

THIS precisely i.s the feat accomplished by 
V Subramanyam. In his comments (‘Of 
Bourgeoi.s Democracy and Indian Reality’, 
£/*lV, Decembci 14, l996)onKBalagopars 
polemics wiih Sumanta Bancrjec he 
misquotes the former with a view to teaching 
us a lesson or two on the ABC of Marxism. 
Bulagopal’s emphasis on transcending the 
limitations of bourgeuisdcmocraiic nghts is 
distorted in such a way as to ‘prove’ his 
inlenlion to imprison us within the coniines 
of those rights. Balagopal wrote: "Fur the 
reason of [IheirJ historical origin the specific 
meaning and institutional form of nghts do 
alwayscarry bourgeois limitations. Neverthe¬ 
less each such right is as much a lasting 
resource of human civili.sation as the steam 
engine Marx wils immensely impressed by; 
and each of the institutions evolved by 
bourgeois society for the implementation of 
the rights (a professional and independent 
judiciary, for example), embodies principles 
that need to be carried forward while the 
structural and conceptual limitations of the 
institutions (such as the equation of total 
alienation from society with judicial impai- 
tiality) are criticised and overcome ’’ Subra- 
nianyam clips and puts away the tlrsi and 
the second part ofthe last sentence and pre¬ 
sents the remainder as Balagopal’s position. 

Balagopal' ■, critique of Sumanta Bancrjec’s 
reasoning and wliai he suggests as a possible 
. argument of opponents of naxalitcs also suffer 
a similar fate. Ut us quote Balagopal again: 
•“Sumanta Banerjcc’s argument that naxalitcs 
can be allowed democratic rights for theii 
goal is the constitutional goal of socialism 


social security without which the paper 
reforms would have no meaning." 

The FAOW draft makes it clear that 
unlike Anveshi’s criticisms, the women 
movement’s notions of justice are not based 
exclusively on law. They arc based on a 
much wider conception of women’s rights 
and a feminist ideology which they seek to 
use to impact nut merely law but the .systems 
such as they family, cummuititv, caste and 
class. 

Note 

I Awoaz-E-Niswan, as an example, emerged as 
a response lu pairiurchal domination within 
the comiiiuniiy and as a grass routs level group 
woiking on ihc Muslim women's issues is an 
imporlant and significanl pan ofthe women's 
movcmcnl. 


may well argue (as the more intellectual 
among police utneers are already arguing) 
that all that the comiounist revolutions have 
achieved in this cqntury is the di.scovery of 
a rather crude and ungainly rood tocapi talism 
- or, rather neo-culonial subordination - 
which state India has anyway reached by a 
mure civilised r&utc, and therefore there is 
no reason why the naxalitesshould be allowed 
the freedom to take a lot of lives and impose 
upon this country an authoritarian govern¬ 
ment. Thisargument can no doubt he disputed 
by exhibiting (he niulerial and cultural ad¬ 
vancement of piHirpeoples' livesundercum- 
munist regimes, hut it is (he Indian state and 
and nut the well meaning democrat that one 
will be trying to convince. And it would be 
dangerous/or the naxalites and other radical 
jorces if their democratic righh to exist 
polittcally IV predicated on the possibility of 
proving to the satisjaction of the Indian state 
that the trade-ojf betweenpoh.ical auOiori- 
tarianism aiul material well being in the erst¬ 
while communist block countries has been 
positive at the end of it all" (emphasis ours) 
Balagopal has pointed out other pitfalls 
III Sumanta Banerjeu's reasoning: “Demo¬ 
cracy can only be indivisible because in this 
imperfect world ut imperfect human beings 
and ihcir impcriect politics there can be no 
dividing line that will ensure by mere logic 
that all those who dc.servc democracy will 
get It, and those who do nut will not. it is 
quiie likely, on the contrary, that once such 
a line is drawn and approved by ‘the left, 
the liberal and human rights groups’, it is 
those who do not deserve it that will get it, 
and it is those who desci vc democracy that 
will get pushed out, for it is not those who 
have drawn the line that will decide its appli¬ 
cation, but the likes of P V Narasimha Rao." 


Bourgeois Democracy and the Left 

S V Rajadurai 
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All one has to do to ‘demolish' Batagopal 
is toselecti vely pull out from these statements 
the words “that all that... authoritarian 
government” and elide the rest! 

Batagopal’s plea for extending and 
deepening the frontiers of bourgeois 
democracy (not only during the days of 
pogroms but also during the ‘normal’ days) 
is being advanced in a particular context and 
at a historical conjuncture, when the Indian 
state is ail too eager and willing to renounce 
accountability for its actionsin several realms. 
It is absurd to argue, as in fact many have 
done, that Batagopal has capitulated to the 
illusive charms and promises of bourgeois 
democracy. For one thing, such claimants 
betray an intellectual laziness and secondly 
they seem to imagine that vituperative 
judgments on his political commitment can 
substitute for some really hard thinking on 
the complex and fraught relationship between 
socialism and democracy. Subramanyam 
accuses Balagopal of using the words 
‘oppression’ and ‘authoritarianism’ in an 
abstract form but he himself concedes that 
they might refer to ‘erstwhile socialist 
societies’, the debates on which he dismisses 
as irrelevant. On the other hand, he comes 
up with a passionate defence of all those 
actually existed .socialist societiesby resorting 
to instrumental reason, putting aside Hal 
Draper whom he quotes elsewhere. Felix 
Greene is fine. But if computing and 
comparing the pre-revolutionary and post¬ 
revolutionary figures of human cost alone 
would suffice, then one can unhesitatingly 
dispense with all the axiomatic di.scourses 
and moral economy permissible within the 
Marxist universe. Writing several decades 
ago, Georgy Lukacs posed the problem thus: 
Referring to the Bolsheviks' fascination with 
power, their ‘pathos of will’, he observed 
that it freed them from the compromises 
demanded by democracy and consensus. Yet, 
notes Lukacs, if one were not fully 
mesmerised, and aware of the tyranny that 
such a will as the Bolsheviks may yet forge, 
the problem of reconciling utopia and 
tyranny, of revolution and terror remains. 
One may or may not agree with Lukacs’ 
reading of the situation prevailing in 1917, 
but, unfortunately the entire history of all 
those post-revolutionary societies was 
marked, till their demise, by that tension and 
Lukacs’ observation allows us to consider 
the polkics and practice of the rulers of those 
societies as well as those of the militant left 
groups in India. 

Calling attention to the terror unleashed 
on left-wing militants by the Indian state and 
thereby justifying covertly and overtly the 
militants’ undemocratic practices as well as 
righteous disclaimers of bourgeois 
democracy do not answer questions raised 
by persons such as Batagopal who are 
committed to socialist politics; but who are 


also ei]ually concerned that the practice of 
such politics should not undermine the 
essentially democratic and liberati ve content 
of the future such politics anticipates. 
Moreover, thecalling to account of the Indian 
sute as well as its citizenry to the democratic 
contract they had forged- though as unequal 
partners - is on account of the very socialist 
project the left-wing militants are committed 
to. For unless there is at least a formal 
deepening of the democratic space which 
has been promised to us in the Constitution, 
fundamental political questions cannot even 
be placed on the public agenda. There is of 
course the danger of co-option, but, certainly 
then, the onus is on the left militants to per¬ 
manently persuade their constituency of the 
salience of left politics. Forging a revolu¬ 
tionary consciousness and buildi ng a revolu¬ 
tionary vanguard requires more than appeals 
to injustice and promi.ses of power, now 
invested in would-be revolutionary leaders, 
to overturn existing property relations. It 
requires a schooling in political culture that 
will work through argument, dialogue and 
democratic resolution of issues. If this is not 
consciously done, the danger of the vanguard 
evolving into an oligarchy that owes no 
explanation of responsibility to its con.sti- 
tucncy is very real. The history of the actually 
cxisteef socialist societies including Mao's 
China drives home precisely this lesson. 

Proponentsof democracy and its necessity 
for a completion of the socialist revolution 
such as Antonio Gramsci and Rosa Luxum- 
berg were all too aware of the slippery nature 
of bourgeois democracy. The one witnessed 
the transfonnation of it into fascist terror and 
the other was herself a victim to the demo¬ 
cracy ushered in by the Weimar Republic. 
But neither of them, on that account, sought 
to reject democracy. Gramsci, m prison and 
in times before that, when he was building 
the Italian Communist Party (PCI), had to 
forge his course of action in and through a 
context defined by social democrats on one 
hand and left-wing militants on the other. 
He was aware of the vapid nature of a demo¬ 
cracy that was not committed to socialism 
as well as sceptical of a revolutionary impulse 
that had no substantive notion of the practice 
of democracy. Likewise, with Rosa, who 
fought hard to prevent the German Social 
Democrats from their path of co-option and 
compromise, in the name of a higher and 
more evolved democracy and one wedded 
to socialism. It is .ot that cither of them, or 
Balagopal for that matter, had worked out 
clearly or completely the complexities of the 
relationship between socialism and democ¬ 
racy. Yet their attempts point to a severe 
lacuna in revolutionary politics which cannot 
be papered over or justified. 

Subramanyam admits that “Balagopal is 
being admired still by everybody but in the 
recent past due to his ideologic^ doldrums 


the opposition is growing on an ideological 
plane”. For those who are unfamiliar with 
this ‘ideologicid plane’, Subramanyam’s 
piece serves as an index. Ctee wonders why 
a person who is ‘being admired still by 
everybody’ should be called names. While 
some Marxist-Leninist parties and groups 
did not feel uncomfortable in the company 
of a Noam Chomsky who is less charitable 
to the entire Leninist tradition, some others 
including the official organ of a party went 
to the extent of suggesting possible CIA- 
Noam Chomsky links since he was writing 
for Stephen Spender's fricounrer If we allow 
ourselves to convert the slogan ‘let hundred 
flowers bloom and hundred thoughts 
contend’ into a condition where ‘not even 
a crow or sparrow can be heard’, then culture 
withers away before the state dies. 

Subramanyam seems mure at ease patching 
an argument together using diverse sources 
rather than look to provocative and difficult 
questions rai.scd within the left tradition. In 
another context, and if he did not need to 
use them to berate and Batten out Balagopal's 
arguments, he would have in all likelihood 
disparaged all these sources most of whom 
do not fit into the received wisdom of 
Marxism-Leninism-Mao Zedong Thought. 
Hal Draper, in his monumental four-volume 
Marx’s Theory of Revolution argues that 
even Lenin’s understanding of ‘the 
dictatorship of the proletariat' was faulty; 
Bikhu Parckh is a neo-Gandhian; Lohia has 
always been dismissed by the Indian 
communists as a petty bourgeois .socialist; 
Fanon was oppo.sed to ‘regionalism’ and the 
proletariat has no place in his revolutionary 
agenda. It is however not our view that there 
is nothing we can learn from these thinkers 
and activists. 

Balagopal's view that a reconstruction of 
society cannot be brought about merely by 
establishing the ‘dictatorship of the last 
victors’ but through successive struggles is 
derided by Subramanyam as ‘cultural 
Marxist', ‘New Left’ and one ensuing from 
exclusive study of late capitalism alone. One 
wonders what all these mean. ‘New Left’, 
for example, for most communists and 
Marxists in our country, has been a dirty 
word. Like many such ‘dirty’ words as 
Trotskyism, commonsense opinions were 
shaped either by select! vereading/misrcading 
or non-reading or by reading innumerable 
cheaply priced ‘Marxist’ textbooks and tracts 
mass produced in the erstwhile Soviet Union. 
Unfortunately, for Subramanyam, Bruce 
Brown whom he quotes approvingly, also 
belonged to the accursed species of ‘New 
Left’, the definition of which has been so 
elastic as to include Fanon, Che Guevera and 
even Mao himself! And reconciling thought 
and feeling, personal and political’ is 
precisely the point Balagopal has been so 
painfully trying to drive home. 
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GANDHIAN INSTITUTE OF STUDIES 


RAJGHAT, VARANASI 


ADVERTIStMENT 

The Gandhian Institute of Studies, Varanasi is looking for a suitable person for 
appointment as Director. The person will be expected to assume charge w.e.f. 1st 
November, 1997. The terms and conditions of appointment as well as qualifications 
prescribed for the post are as unden- 

QUALIFICATIONS: 1) A Doctor's degree or published work of equivalent standard; 

2) Eminence as a social scientist; 

3) Administrative experience; and 

4) Evidence of interest in Gandhian Studies. 

SCALES OF PAY & The scale of pay of the Director is the same as that of a University 
ALLOWANCES; Professor, i.e. Rs. 4500-7300 plus prescribed allowances and 

in addition Director's allowance of Rs. 500/- per month. 


TENURE OF 
APPOINTMENT: 


3 Years 

The Director will also be provided with a residence on the 
campus on payment of normal rent. 


Those interested may submit their applications/bio-data to the President of the 
Institute giving full particulars about their career and academic activities. Well 
established social scientists may also suggest through a letter to the President the 
name of any scholar they consider suitable for the post. AM proposals must reach 
the President, Prof. Bimai Prasad at Rajendra Bhawan, 210, Deen Dayal Upadhyaya 
Marg, New Delhi - 110 002 by 30.6.1997. 

In the case of highly qualified persons the Search Committee may waive any of 
the qualifications laid down. 

The Search Committee would also be free to consider any person who may not 
have applied for the post. 


Direhor 


Primed by Krishna Raj at Modem Arts and Industries. LSI. A-Z Industrial Estate, Ganpatrao Kadam Marg, Lower Parcl. Mumbai 400 013 
and nuhltshMl hv him for .<:«in«eksha Trust from Hitkari House, 284. Shahid Bhagatsing Road, Mun^aj--^. 001_ 
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IISFUS 97 

NOW OFFERS 
15% p.a. ASSURED RETU 
FOR ALL 5 YEARS. 



After the success of HSFUS 95 and IISFUS 96, Unit Trust of 
India now offers IISFUS 97. A scheme specially desigtted few 
institutional investors & companies looking for an investment 
providing attractive returns & easy liquidity with scope for 
capital appreciation. 

HIGHUGHTS: 

* Assured Returns: Dividend of 15% p.a.assured for ail 5 years, 
paid annually. Any shnrtfill in meeting the assured return will 
be met out of the Development Reserve Fund of the Trust. 

• Safety: The Capital invested in the scheme will be protected 
on maturity i.e. units will not be redeemed below par. However, 
there is no such guarantee for premature repurchase. 

* Easy Liquidity: Repurchase facility at NAV ba.sed price after 
3 years. Lisnng on OTCEl within 6 months frtim tlie date 
commencement of the Scheme. 

* A 5 year close end scheme open to cligiMe Trusts including 
Charitable and Religious Trusts, Societies, Atmy/Air Force/ 
Navy/Paramilitary Funds, Scheduled Commercial Banks & 
Urban Qi-op Banks, Regional Rural Banks, PSUs and other 
Eligible Institutions and Corporate Bodies (including 
companies). 

* Minimum investment of Rs.lO lakhs. No maximum limit. 

• Option of reinvesting dividend at NAV. 

• A minimum of 80% of the funds to be invested tn fixed income 
secunties and the rest in equities and equity related instruments. 

• Capital (iiains tax exemption under Section 54EA. 

Fur funher deuifs pleuse contact arty UTI branch o^e. 
Invesmieni ohjtcuves, the method and perioilicify of valudlion of 
itivestmrni and that of sales and repurchase are in accordance with 
SEBI regulations 





UNIT TRUST OF INDIA 

For your better tomorrow 


Offer open till 29th May, 1997 


All mveitmeno In mutual funds and securities are subject to market risks nnd the 
NAV of schemes may go up or down depending upon the factors and forces affecting 
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At the Grass Roots 

Development efforts for poor tinrd world women have t)flcn failed to 
bring about relevant changes in women’s lives bccau.se the agenda for 
change is frequently prcdeiennined, on the assumption that women's 
interests are homogeneous throughout various communitie.s. The grass 
roots development ideology questions this agenda, looking to satisfy 
those needs that arc expressed by the women themselves. Where such 
dcvelopmenr. docs not focus explicitly on restructuring unequal gender 
relations, many leminists disagree with the utility of this methodology • 
for women’s empowerment. Can feminist concerns be nccommodiitcd 
with grass roots development ideals? WS-2 Study of the organisation 
of domestic work helps to illuminate the ways in which class, caste and 
gender relations are constructed, reinforced and negotiated in an activity 
which cuts across the dichotomies of paid afiti unpaid, icpriKluctive and 
productive and the household and the market. WS-S An examination 
of the socio-economic backgrounds and the political motivations of women 
paiichayal memhers brings out the structural and other constraint.s which 
keep women from actively ptiiTicipaling in the work of piinchayats. WS-13 
Direct evidence from a sample survey of rural households in Tamil Ntidu 
and coirttborative evidence from primary hciilth centre records confirm 
the widespreatl prevalence of the practice of female infanticide. WS-22 
Group di.sciissions with women in two di.stricts of Gujarat bring out, in the 
larger context of a woman's world, the reasons why women who hitve 
an unmet need for family planning do not use contraception. WS-3(1 

Looking for Laffer 

Has the lowering of the rates of direct anti indirect taxes resulted in 
higher revenue niohili.sution? What ha.s been the actual experience in 
the post-reform period? And will the experience in 1997-98 and 
hereafter be tiny different? 887 

Planning Education 

A study of .seven rural schools in Bhopal district of Madhya Pradesh 
shows how much the socio-economic context aficets achievcmcnl 
in rural elementary .schools. 891 

If secondary education is to have the status it ought to have, the 
knowledge and skill quotient of those completing the secondary level 
must imprttvc and the objective has to he to tr^ai the secondary level 
as terminal and not tis preparation for entry iitU) college. 880 


State, Society and Ecology j New Products, New Prices 


The pre- and post-1947 protest 
inovemcnis in Uttarakhand bring out 
L'om|ieHingly the unjust altitudes ol 
the colonial-iind po.st-colonial state 
systems and society’s attempt to 
restore the ecological balance of 
the region. 908 


Bhabatosh Datta 

Bhabalosh Dultu's writings, spread 
over a period of more than 50 years, 
show that he never deviated Irum a 
vision of an economy which would 
deliver both equity and efficiency 
and a policy-making framework 
which would include public 
intervention and legislation for 
correcting failures of ct|uity as 
well .as for market failures more 
ntirrowly delincd. 872 


l:i the liisl year tlieic has liccn a 
m.nrkcd increase in the numhci ol 
new pharniaeculical hiunds and 
new packs of old pioducts with 
sli. i|)ly lai.sed prices. 869 


Proven Unsafe 

Qiiiuuc'ime jicllcts being promoted as 
a safe, non-surgienl method ol 
sierili.saiion have in fad been proven 
It) he neither safe nor effective. 877 


Hong Kong and China 

While the western pre.ss emphasises 
the anxiety and uncertainty with 
which the people ot Hong Kong 
await the territory's merger with 
China on July I this year, what 
preparations for the transfer are 
being made by the Chinese? 867 












LETTERS TO EDITOR 


Soldier and Sainik 

APROPOS the article ‘Citizen as Soldier’ by 
Girish Kamad (March 13), the author has 
brought out the harm done by the ‘soldier’ 
psyche in our society and its impact on the 
political situation. 

Not questioning the teleology of the paper, 
it can be said that the spirit of a .solidcr has 
been given to faulty understanding. Con¬ 
veniently, a single element from the life of 
a solider is taken in the abstract to support 
the argument. Both Girish Knrnad and the 
Shiv Sainiks (as seen by him) identify a 
solider by a life of discipline. And this 
discipline is revealed, according to him, in 
the soliders’ acts which are alien to them for 
they do not emanate from their minds. Merc 
he fails to understand the true nature of 
‘discipline’ in a bourgeois .society which 
inaintain.s a fighting force. An army is ju.st 
as much alienation of man a.s an industrial 
worker, a landless labourer or a serf. He 
expresses the condition of a man in uniform 
that ‘he cca.ses to be an individual...In fact, 
he becomes a machine’. This rhetoric can be 
seen innumerable times in the writings of 
Karl Marx on alienation. ,So a soldier has to 
be seen in this context. 

But there is a very important point ot 
difference. The so-called ‘sainiks’ of the 
political parties and all other such organised 
groups are not the products of alienation so 
faras the politics they engage inis concerned. 
They arc an organised violent force supported 
by the rulingbouigeoisie. They have nothing 
in common with the alienated man - the 
.soldier. In continuationofthe.samcargument, 
Kurnad po.scs another misconccpiion about 
the soldier - that he is ab.soivcd of all 


responsibilities, particularly in social life. 
This reveals that he sees the alienation of 
a soldier as responsible for all the acts of 
vandalism done by the ‘sainiks'. By arguing 
this way. he in fact absolves the sainiks of 
responsibility for all their mi.sdced.sand truly 
sympathises with them. 

The ‘spirit of a soldier’ is an art of 1 1 vi ng. 
it does not come from discipline. Its sources 
are love.compassion.cnduranccund sanctity. 
Discipline is just a mirror of the.se values. 
A man is a soldier by his values and morals 
which confiim him as the ber.t citizen ol 
society. For tltis, he need not go into the 
army. Army is just an occupation and no 
sensible man can all the lime be nostalgic 
about his occupation. Though I conclude 
with my personal experience, my purpose 
is to draw attention to the solipsist 
understanding of the li fc of a soldier among 
iniellectuals in our society. 

Amiikisii Dhaka 

Jaipur 

Nuclear Deal 

THE India-Russia nuclear deal, in the 
pipeline since 1088, ha> acquired a new 
momentum in the last few months. India has 
now commissioned Russia to produce a 
detailed project report on the olfer of the 
two nuclear plants to be put up at Kuod.in- 
kulum in Tamil Nadu. The move is consi¬ 
dered significant bccuu.se of LLS objections 
to the agreement and its insistence that India 
should accept full scope safeguards. The 
jubilation in India over the deal is on two 
counts: one, we have been able to cock a 
snook at the US and its insistence on puni¬ 
shing India foi refusing to kow-tow to US 


directions on nuclear issues and, second, 
Russiahasaccededtocertainfinancial aspects 
of the deal by which half the repayment of 
the loan can be through export of goods fnyn 
India and only the rest has to be in hih!^ 
currency. 

It is hardly surprising that Russia has agreed 
to go ahead with the deal on terms more 
acceptable to us. The Russian nuclear 
industry, which had almost come to a 
stand.slill, needs markets desperately. Its 
stagnant nuclear technology products have 
to find buyers and since the US stand is 
directed at India, it has little he.sitation in 
going ahead with the agreement. This is not 
after all the only products that Russia is 
sclling-l.a.st yeartheRussianFederal Nuclear 
Centre offered to set up a joint venture to 
supply products to Indian nuclear research 
agencies on a commercial basis. 

While the entire debate in India seems to 
be focused on how best the US stand cai^ 
be cou ntered. the Nuclear Power Corporation 
(NPC) chief’s statements on the Russian 
reactors make interesting and significant 
reading. According to Y S R Prasad.chairman 
and managing director of NPC, it is not that 
India cannot continue to bui Id its own reactors 
but that im|H)rting the Russian light water 
reactors is “economically beneficial”. Quite 
apart from other issues such as the need to 
expand expensive nuclear power generation 
capacity, safety factors, etc. such a statement 
has to he viewed in the context of the 
expansive and high profile nuclear research 
programme that India has been pursuing 
since the 19S0s. If the cost of importing 
nuclear reactors which acknowledgedly do 
not incorporate slate of the art features is A 
markedly less than that of indigenous ones^ 
then clearly the nuclear programme has 
something to answer for. Moreover, the cost 
escalation in nuclear projects has had a lot 
to do with mismanagement and lack of 
control. Disasters such as the dome collapse 
at Kaiga, which has set the project back 
considerably in financial terms, have had to 
do with field-level design problems. All of 
the.se can occur in the course of putting up 
iheRu.ssian plants as well. It isalso significant 
that although the Russian authorities have 
been asked to prepare a detailed project 
report, such a report covering issues such 
as .safety, the technology and costs of repro- 
ccssing/storing spent fuel, and maintenance 
does nyt appear to have been done. In the 
circumstancesit would seem that the Russian 
deal has been pursued more as a small but 
costly defiance of US demands than because 
the plants are ‘needed’. i, 
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‘Financial Repression’ and All That 


T hough financial sector liberalisation has been in the 
tbrcIVonlofthe government's stabilisation and strucluial 
adjustment policies, the Reserve Bank had not hitherto 
characterised the Indian system as financially repressed. One 
i.s surprised, therefore, to find the RBI governor in his latest 
credit |)olicy statement describing the erstwhile administered 
interest rate structure as ‘financial repression’ which, he 
claims, he had been trying to eliminate since the mid-1980s. 
While interventionist policies in the form of high reserve 
c|uiremenis and directed credit constitute key elements of 
it, so-called financial repiession quintes.sentially leleis to 
situations in which interest rate legulation lowers interest 
rates to such an extent as to dejircss .savings and hence funds 
for investment. Typical ca.scs have been some Latin American 
countries where high negative real rates o*’ interest ovci 
prolonged periods have made for a series of economic and 
financial maladies -- low savings and investment, uncertain 
and sharply lluctuating interest rales, distortion of priorities 
in lending and adverse selection and stunted growth of the 
financial sector. In the Indian case it cannot be said that banks' 
term deposit and loan rales have as a matter of policy ever 
been kept below the infiation rale so that real rates of interest 
have been negative foi any length of lime. In fact, die interest 
rale emerged right from the early I970.s as an important 
in.strumcnl of monetary management. No doubt inteicsl rale 
Ipll^'gulation sought to balance multiple objectives, such as 
providing attractive returns to savers, limiting the co.si of 
capital to viable levels, differentiating between inventory 
capital and investment capital with the inlercsl cost of the 
former exceeding that of the latter and some degiec of cross- 
subsidisation of socially desirable and vulnerable sectors and 
activities. With periodic changes of nominal rates in response 
to the developing macro- and even micro-economic situations, 
interest rate regulation provided a measure of llexibility while 
imparling stability and certainty to the interest rate structure 
by insulating it from the vicissitudes of the market place. 

Overall there has thus been ro question of interest rates 
being repressed in the Indian case. The Re.servc Bank’s 
sudden concern over financial repression is the more difficult 
to understand because the theoretical, empirical and policy 
foundations of the notion of financial repression and 
unqualified liberalisation of interest rates arc coming to be 
increa.Singly questioned. It is being recognised that except 
in countries which have had severely and persistently negative 
real rates of interest and, as a result, low rates of savings and 
.jl^eslment, interest rate liberalisation geared to free market 
f tends to push up real rates of i merest to un viable 

levels. These high rates, at the same time, have not been found 


to contribute to an increase in the domestic savings rale, even 
as they have rendered the cost of capital high,•particularly 
for projects with average or below average rates of return. 
It has been well cstabli.shcd that total savings are unrelated 
lo real interest rates, (iovemment and coiporale savings are 
if anything adversely alfccied by high rates of interest. And 
if household savings in financial assets ri.se .as a result of 
higher interest rates, more often than not it is due tocoiistraints 
on their expansion in ihe foim of physical assets which is 
generalb linked lo institutional credit. Autonomous expiinsioii 
even in .iggiegatc householil financial savings is unlikely to 
lesult from higher inteiest rales. There may be shifts in 
holdings of diflercnt financial assets based on yield 
considerations, but aggregate hou.schold savings or even total 
linancial .savings are generally unaffected. At the .same liinc, 
interest rates do affect the demand fyr bank and other 
inslilulionul credit and if, following market practice, the rales 
for investnicni credit are higher than tlio.se for inventory 
financing, distortions at iso in the application of .scarce ctipilal. 
Mai ket-deleimined high micresi rales adversely affect public 
finances, as is seen from the experience not only of developing 
countries but of a whole range ol developed countries as well, 
particularly in Lurope. 

Many of the advantages claimed for financial sector liberal¬ 
isation and market-related interest rates, such as flexibility 
III the response of nominal interest rates to itiiicio-cconomic 
developments, prevalence of steady and realistic rales of 
interest in real terms, removal ol unceitiunty and volatility 
in the cost of capital, encourageinenl of Ihe use of bank credit 
rather than .self-finance or informal curb markets for 
undertaking investment and minimising til the fiagmentatioii 
of markets, have been found lo be noii-existenl. This has been 
the experience of not only the Latin Ameiican economie.s 
but also tho.se of east Asia. Inteiest rates htive been found 
lobe sticky in the downward direction, particularly in savings 
sc.T ce economies. Induced liouidily gi owih and official .signals 
such as lowering of di.scounl rates oi liites on government 
treasury bills may bring down short-term inlcre.st rales but 
banks’ lending rates hardly budge because they arc linked 
lo the competitive tales ofl'cred on deposits. 

At a theoretical level it has been argued that the notion of 
an C(|uilibriuin interest rate, which is said lo lx; established 
by financial liberalisation and which supposedly represents 
the true scarcity of capital, in lad remains undefined as the 
interest rale required to balance financial markets can be quite 
different from that needed to equilibrate aggregate savings 
and investment. A given How of savings channelled through 
the banking system will, other things beings equal, generate 
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demand for a range of financial assets. The 
banks’ interest rate in a competitive 
environment would be that which equilibrates 
the flows of financial assets and liabilities 
so as to remain in the business of tlnancial 
intermediation and this rate need not at all 
be theonc required to balanccex-antesavings 
and investment flows which in fact represent 
real flows of re.sources. The indeterminacy 
of such an equilibrium rate is akin to the 
difficulty of determining the equilibrium 
exchange rate of a currency. Exchange rates 
are now as much influenced by capital and 
other non-merchandise flows as by traditional 
merchandise flows. 

In the Indian situation today, loan rates 
of bank.s and financial in.stitutions are nut 
linked to the rates of return which 
entrepreneurs expect on their investment. 
Though there is no specific yardstick to 
judge the appropriateness of the existing 
interest rates structure, facts speak for 
themselves. While the rate of return oncapital 
employed differs from industry to industry 
and among units in an industry, average 
gross pre-tax profits to total net assets of 
1,802 selected public limited companies 
works out to between 9 and 11 per cent in 
recent years, whereas the average cost of 
borrowings of the same companies has been 
14.6 per cent. For scheduled commercial 
banks the average cost of deposits is about 
8.5 per cent, whereas the weighted average 
ol coupon rates on dated government 
securities works out to 1.1.5 per cent and that 
on commercial loans to about 15 per cent. 
Average loan |•.'llcs ol FIs arc unlikely to be 
below 18 per cent. Apart from the fact that 
the rates ot interest are determined by short- 
lerni considcralioiis in the financial system 
and are unrelated to the question of 
equilibrating savings and investment based 
on real flows, the respon.se of long-term 
interest rates has been inflexible even as 
short-term rates have declined in response 
to the release ofliquidity by the RBI through 
CRR cuts. There has also been considerable 
uncertainty and volatility in the level and 
structure of interest rates in the past few 
years. Then again the liberalised system has 
hardly encouraged expansion of bank credit, 
paiticularly to those units in agriculture and 
industry which depend on .self-finance and 
linancial support from the informal markets. 
Finally, the reversal of the earlier position 
that investment capitiil should attract a lower 
rate of interest than bank credit for in ventory 
financing has been a positively damaging 
consc(|ucnccof financial liberalisation. Until 
recently when public sector banks were 
generally applying aprime lending rate(PLR) 
of 14.5 to 15.5 percent with a spread of about 
4 percentage points, the term-financing 
institutions' PLR was 16.5 per cent with the 
same spread. After the latest credit policy 
measures, while the banks arc bringing down 


their PLR to 14-14.3 per cent, the financial 
institutions have kept their PLR at 15 per 
cent (except for the ICICI's dual rates on 
short- and long-term tending), it is to be 
hoped that tiie present recessionary conditions 
in industry, whichaieto agreatextent attribut¬ 
able to the distortions in the operation of the 
financial system referred to above, will per¬ 
suade the Reserve Bank to give up the ghost 
of ‘financial repression' once and for all. 

POLITICS 

Consensus Doctrine 

THE na.sty taste left in the mouth by the 
wrangiings over the leadership issue in the 
United Front (UF) has been mitigated a bit 
with the selection of Indcr Kumar Gujral as 
the prime minister- a non-controversial and 
respectable person enjoying the reputation 
of initiating a friendly foreign policy towards 
neighbouring countries and claiming a host 
of admirers among the liberal and Left- 
leaning intelligentsia. 

But while the UF has somehow salvaged 
it.sclf and the Congress has found a face¬ 
saving device Ri offset the mess created by 
its ham-fisted leader whose plan ol replacing 
Devc Gowda as the prime ministei misfiied, 
the fate of the UF government - even under 
a new leader - hangs in the balance. Gujral 
looks like a good man fallen among jrcoplc 
who are not known foi probity, whether 
within the UF o.r the Congress which is 
supporting his govcrnmeiu Irom outside. It 
is primarily this, rather than any basic 
differences on major economic nr political 
policies, that makes Gujral’s tenure a mailer 
of uncertainty. He will have to contend with 
pulls and pressures from various politicians 
motivated purely by personal or .sectarian 
ambitions to control decision-making and 
by the more important need to protect 
thcm.selvcs from prosecution forcorniption. 

There are pressures from Congress 
politicians as well as from Janata Dal 
president Laloo Prasad Yadav to go slow on 
- if not to drop - the CBI mvesiigalions 
agaiicst them. In fact, one of the rciisons for 
Congress chief Silaram Kesri’s hurried 
decision to withdraw support Irom the Deve 
Gowda-led guvemmcnl was the lad that the 
investigating agencies were hot on his trail. 
Laloo Prasad also, enmeshed in the Bihar 
fodder scam, was far from happy with the 
former; rime minister who had refu.sed to 
let him off the hook. While these critics of 
Deve Gowda had been accusing him of 
misusing the investigating agencies against 
his political rivals, in a bid to assuage their 
feelings I K Gujral in his opening speech 
in parliament assured them that there would 
nut be any ‘witch-hunting’. But this again 
has led the other parties - mainly the BJP 
and the l.eft - to mount pressures on Gujral 


to pursue all the cases against politicians 
who have been accused of corruption. Even 
if Gujral tries to resist these pressures by 
dragging his feet, the courts may not allow 
such a policy of procrastination that helps 
corrupt politicians to continue to remajn in 
power. 

If their leaders arc charge-sheeted, both 
the Janata Dal and the Samajwadi Party 
(one of whose leaders is involved in the UP 
Ayurveda scam) will facea crisis and possible 
split which will adversely affect the stability 
of the UF. Laloo Yadav is facing opposi¬ 
tion from within his party in Bihar with 
DP Yadav emerging as a rival and seeking 
to replace him as chief miniiitcr. In retaliation, 
Laloo Yadav prcssuri.scd Gujral to drop 
D P Yadav (wht) was food minister in the 
Devc Gowda government) from his cabinet. 
The UF is already a di vided house, what with 
a large number of disgruntled aspirants who 
had lost in the race to the office of the prime 
minister. 1'he Lcftpartics in particularappear 
to be more alienated and isolated than befej^ 
They are sore with the manner in which tiP^ 
colleagues in the UFbuckIcd underCongre^ 
pressure to dump Devc Gowda. Although 
they regard Gujral as a friendly soul, they 
are not quite happy with his stresson ‘national 
consensus’ - a policy which they fear will 
dilute their political .strategy of lighting both 
the Congress and the BJP. It is quite likely 
that in his bid to keep the UF government 
going for the next four years, Gujral may 
placate not only the Congre.ss whose support 
lie needs, but also the BJ P (which has already 
received a .sop from him in the shape of a 
promise to send A B Vajpayee as the leader 
of the Indian delegation to the next UN 
session). By reiterating their opposition to 
I he Congress in a number of statements, brAb 
thcCPI and theCPl(M)are tryinglodisto,'^^ 
themselves from this Gujral doctrine 
‘con.scnsus’. 

The patch-up work done by Chandrababu 
Naidu to unify the UF constituents behind , 
Gujral as the head of the government cannot 
repair the deep cracks that have developed 
aniLare likely to widen in the coming days. 

NORTH-EAST 

A New Beginning? 

THE recent decision of the Bangladesh 
government to stop India's north-eastern 
insurgent groups ftom using its territory as 
a base to operate from must have come as 
a relief to the state authorities in As$am, 
Nagaland, Manipur and Tripura which for 
quite some time now have been seriously 
affeett^ by violent conflicts which range 
from armt^ insurrections for separation by 
ethnic groups on the one hand to cisEties 
between tribal and non-tribal cranmunities 
as well as among tribal groups on the other. 
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jiiiHjirs <nc»ion coincides wtin meoner 
made the then Deve Gowda government 
in DelU to hold a dialogue with the lsak> 
Muivah-led National Socialist Council of 
Nagaland (NSCN) and the ULFA of Assam 

- the two most important insurgent ouints 
in^||g||Mh-east - even in ‘a third country'. 

UF government follows this up 
and both the Khaplang-led and the Isak- 
Muivah'led factions of the NSCN (which 
operate in Manipur also) agree to come to 
the negotiation table, prospects of peace will 
brighten in the north-east. Tlic ULFA has 
already expre.sscd its willingness to begin 
negotiations in u ‘third country'. 

But whatever accord might emerge from 
such negotiations, the centre must this time 
demonstrate its sincerity by carrying out the 
promises agreed to. Whether it was the 
Shillong Accord with the Naga insurgents 
or the agreement with Laldunga of Miituram 
or even the later prumisc.s of regional 
autonomy for the Bodos and other tribal 
communiiie.s. the centre as well as .some of 
the state governments (like in Assam) had 
Ijmuegcil on their commitments in the past. 
Unwilling to let go their control over these 
regions inhabited mainly by independent- 
minded tribal communities, both the ruling 
powers in New Delhi and the majority 
community-dominated political parties in 
slates like Assam and Tripura had followed 
a policy of placating and subjug.uing these 
communities by turns - and olten 
simultaneously - in a bid to herd them into 
the so-called ‘national main.stream' in the 
tribal-dominatcd states like Nagaland, 
Manipur and Mi/oram, the centre hud 
managed lodividcthepopulationby creating 
a sub-elite from among them, lashioncd 
according to the corrupt norms of 
'mainstream' politics and commercial 
interests - a coterie of tribal politicians well 
pfKlucated in the techniques of clinging to 
power by toadying to the bos.scs in New 
Delhi withuul any accountability to their 
own people; a gang of tribal go-getters 
making money by .serving non-tnbal 
contractors or businessmen engaged in 
unauthorised logging operations or even 
tho.se involved in flesh trade in tribal women 

- characters who dominate the political and 
socio-culturalsphcresof towns like Kohima, 
Imphal and Ai^wal today. 

It is against these trends which hud 
emerged in these tribal areas since 1947 that 
the opposition movements - mainly 
insurrectiopisi and separatist in nature - 
developed in the north-eastern states. While 
opposition to similar trends of con'uption, 
nepotism and gangsterism in other stales 
(like Bihar and UP, which take the cake in 
'these matters) had been quite often recognised 
and accepted as legitimate in mainstretim 
political agitations and media campaigns, 
^raithcr the national political parties nor the 


mmomi meoia nag ever cared to empwniae 
with the problems of the tribal people of the 
north-east, which had been compounded in 
most of these states with the inllux of a large 
number of outsiders - iroin the plains of 
other parts of India us well as from 
neighbouring Bangladesh. Along with this 
indiffcrenccof the Indian public to tire popular 
grievances that arc peculiar to the nort-ea.si 
for a variety ofhisioiical leasons, the hege- 
monistic and hostile uiiiuidc of successive 
regimes at the cemre ivi their strongly 
cherished cultqral idciUiii, s had reinforced 
the separatist tendencies .u nong these people 
who had never been a p.iii ol the culture of 
the ‘Aryavarta’. The usual tendency of the 
centre to treat every mam festalion of popular 
di.scontent as a law and uidei problem has 
leached its extieme luiin in the north-ca.sl 
where large areas have been virtually pul 
undcrinililaryruleundei ilie notorious Armed 
Forces (Special I’oweis) Act. 

One hopes that the new prime mini.stcr 
continues the policy oi negotiations that was 
initiated by his [iredeecssor in older to bring 
about peace in the north-east. But mere 
accords with the usual ritual of surrender by 
rebels cannot yield nuich results unlc.ss 
accompanied by piogiaiiimes of economic 
development in tune with the needs and 
a.spirations of the iiih.il iHipulation - a l.isk 
that requires a sensitive and sympathetic 
approach from the cemre, 

MALARIA CONTROL 

Quick Fixes 

THH recent annoumeinent that the World 
Mealth Orgaiiisalion has granted $200 mil 
lor malaria control to liitlia should be viewed 
with .serious concein I'he project is aimed 
to cover 10(1 disiiicis in seven slates - 
Rujaslhaii, Madhya Piadc.sh, Maharashtra, 
Gujarat, Orissa, Bihai and Andhra Pradesh. 
A World Rank oIIicmI has been quoted as 
saying that the objective of the project was 
“to shift the balance ol malaria control Irom 
chemical spraying to a mix of other 
alternatives, inciiiding bio-environincnial 
control”. While the iiioject aims to cover all 
aspectsol disease conn ol. vi/., early deled ion 
and treatment, selective vector control as 
well as chemotherapy, a sub.stantial 
component ol the progiammc is to promote 
the use of pcst'icidi -iniprcgnated bed nets. 
I n other words, the loan is not simply a grant 
of financial resouiccs to a country which is 
badly in need ol them. It comes with a 
complete programme ol action, designed no 
doubt in the cool comlort ol Geneva ofliccs 
with inputs from New Delhi. Doubts that this 
may not be the most ,ipproprialc programme 
initiative have been riiised by several 
protesting voices being heard on the issue 
of impregnated bed nets (IBN). 


synthetic pyrethroid, have been caitied out 
in some countries of Africa. The.sc trials in 
areas specially picked for the cit|)crtmcn(s 
were indeed successful i n bringing ijown the 
transmi.ssion rales of malana. In India too 
the nets were tried out in three slates - 
Assam, Orissa and Madhya Prade.sh - and 
significantly they weie found lo«be more 
effeetive in the lirst two. A recent review 
of the malana progiammc sponsored by the 
Voluntary Health Association of India and 
facilitated by the .Society lor Community 
Health Awareness, Research and Action, 
Bangalore, points out that the success of the 
bed nets depends on mimcioiis lactois II in 
Madhya Pradesh they tailed, it was because 
of the cultural h.ibiis and social practices ot 
the local populations. Tiibals .sleep in the 
fields, and often the poor do not have beds 
to sleep on. Moieovur, certain tiibal 
populations work in the night - collecting 
mahua and lendu leaves or fishing. Would 
nets be ol any use in these situations? And 
yet Madhya Piadesli is one among the six 
.states in locus. Moreover, the nets need to 
beeleanedandcared loi and periodicallylhc 
pesticide needs to be leimpiegiialcd. 

.Strapped for funds as it is. the central 
government appeiu'.. to be willing to accept 
lunds lor disease conirol progiammes no 
iiialtcr what the conditions ailached. And if. 
as in the malaria progiammc. it comes with 
an entire new strategy, all ihc belter. The 
dangers ol siicli an appioach aie many and 
have been spelt out several iinics over. .As 
Iheabovc-mcniioiicd icv Icwdociniieiii points 
oul.tlieicislhcgicai daiigei that components 
such .IS IBN, bciausc ol then novelty and 
because the vapjic.ii lobecasy loimplenienl. 
may well eel oil to a good siaii but the test 
ofl hecomponeiil s may .sill fer nil on.seqiience. 
The leview in fail has made a plea lhal 
agencies that pi ovule loans should not make 
the use ol IBNs niaiidaiory and the National 
Malana Conti ol Progiammc should actively 
prevent tins method Itom being aggressively 
promoled .is the new magic bullet in 
iiitcrnalioiial he.ilili cireles 

Giavc coneciii is also being exprc,s.scd 
about the increasing tendency lo replace 
older drugs with new high potency drug.' on 
the gionnd tli.il the foiinci may lead to drug 
lesisiancc. Gne such drug is mel1tH|uin, which 
Ihc national ding policy on .mii-inalaiials 
has cautioned again.st The NGOexpert gfoiip 
icview points out lhal the ding is costly and 
has to be entirely imported, liven more 
impoitanily. cio.ss resistance with (|uininc 
develops lapidly which means that quinine 
use for viruigni p-falcip:truiri infections will 
have lo he ahundoned. This could “lead to 
a major public health ctitasirophe". The drug 
is also conir.iindicaled lor many conilitions 
and its use needs lo be cliKsely monitored. 
Tcnilogeni'city has been noted in animal 
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experiments and it is contraindicated for 
nursing mothers. Tlie method of controlling 
multidrug resistant falciparum malaria, it is 
pointed out, i.s not .so much by introducing 
new drugs as by rational munagement of 
ihc.se cases, and better training of doctors 
and health workers. Disease control, it is 
clear, is back on the agenda and is on a priority 
list. Fifty years ago, a newly independent 
nation and a hopeful set of political leaders 
and a well-meaning medical community, 
acknowledging the luck of public health 
expertise in the country, may well have been 
forgiven for allowing themselves to be 
dictated to by international agencies. The 
.siiuution IS very dilTcrent today - tlierc is 
the cumulative expeiieiicc of public health 
experts in this country. the accumulated infor¬ 
mation from disease control prograiimies. 
however badly iiin. and sullii'iciii expeiiise 
and ability to design disease (diitiol 
programmes better than any outside agency. 
Moreover, people’s cxpciicnec ol di.scases 
and their coiiliol progiaiiiines must he 
aeeordcd a place iii the planning ol luUiic 
prograninies. In Ihc cireunisinnces, ilicre is 
sufficient ground lodcinaiul that new public 
health programmes must he subject to public 
.scrutiny and debate befoic they are iniplc- 
iiieiued as national piograinmcs. And with 
ihe.sia'iigilieningol tliepaiicluiyni raj sei up, 
this isall the more neecssary and also possible. 

PUNJAB 

Clergy to the Fore 

A coru’spoiulcnt wntvs: 

I'WO leeeni e\ eiiis i elated to Pun)ab polities 
show dial the Sikh clergy, which laid been 
lying low lor sometime, is trying lo retrieve 
what It considers its rigluful place. 'I'liis is 
a cause lor concern foi tiiose who want 
secular-democratic politics to tlouiish in the 
'pust-mililaiu' phase 111 I he .state. Alleasloiio 
ol tlie.se eveiil.s demonstrates III it poltiieal 
cleiiicnis siippoiiiiig die Itiiidamenialisi 
mdUani I'oires in the stale .iic not eiitnely 
oui ol eneiilalioii. 

In the first event, the .son ol Jarnaii Singh 
Bhindianwale and lelatives ol some oitiei 
miliUinis sverc honomed wiih ‘siropas’ ai a 
lunctioii at the Akal 'I'aklii on Apiil I.U 
Baisaklii day, in iliepiescneeof Ranjit Singh, 
Akal Takht Jatheilar. and CJ S Tolira, the 
SOPC ehiet. In the second. Kanjit Smgh 
directed four office-bearers of the Delhi 
Sikh Ourdwara Prahhandliak Comniiiice 
(DSGPC), including its president, to resign 
Iroin their pnsis foi having cniiiinully 
assaulted Darshan Kaiir, a 1984 Delhi riots 
widow who is a key wiine.ss m a murder case 
against Congress leader U K 1. Bhagat. 

While it is extremely desirable - in fact 
iin(K.*rati ve - that the grievances of the 1984 
riot victims arc speedily redre.ssed and 


pj^trators of violence agatiist them, (hen 
ahd later, arc brought to book, such action 
should take place through (he legal- 
administrative apparatus of the Indian state. 
'Phis makes Ranjit Singh’s action against the 
DSGPC office-holders, while deserving of 
appiccialion, also problematic in its 
iinplicationsinthcconicxiofiheftmclioning 
of a democratic state. It is possible that 
Darshan Kaur and other victims of Ihc Delhi 
riots, will benefit from this action • it may 
even sircngihen the pioccss of legally 
proceedingagain.slthose, likeII K I,Bhagat, 
who played a role in iiistigatnig the riots. 
How'cver, the giealesl bcnclit of Ranjit 
.Singh's action will accinc lo ihc Sikh clergy 
which lie reprcsciils and wlncli, in the event 
of .some nioic such directives being issued 
and getting impicmenied. will h.ive Idi iified 
Its aulboiitj. 

’riii.> loililieatioii becomes parlicularly 
uiidesiiable wlieii viewed in the light ol the 
tact lli.il in die leeeni years most laibeil.irs 
ol Akal 'I'.ikht - and Ranjil Siiigli belongs 
lo ill 'ir tanks h.ivc bad close eonneelions 
wiili die imlilants Acliially, die.se days no 
one can aspiic to bead the Takht without the 
appioval ol die nioic mililaiil among die 
Sikh religions oiganisalioiis. In Ihc Iasi 
decade, the Damd.nni Taks il, one ol the 
rnosl fniid.imonialisi of these (ll•MlllsaIlOl 1 s 
- and lioin who.se ranks lilinuli.iinvale hiul 
emeiged - has been calling die sbols in dns 
regard. Fven now ihcTakln lemains nnder 
tlic dominance of Ihc Tak.s.il and laihcdni 
Ranjil Singh, vvlm spent I,' ycais in jail as 
a niililaiu. was ai one lime .i i. lose associate 
ol Bhindr.mwale. 

Allliongh Itoili the SGPC and laihedar 
Ranjil Singh have dissociated lliemselves 
fiom die ‘siiopa’ eeiemony on B.nsakln vlay 
appaienily trt lespoiise in the insisienee of 
die moderale Akali Dal of Ibecinel mnnsiei 
Piakasb Singh Badal. they have lailed to 
pioini.se that llie.se eeremnines will not be 
lepealed. In laet. Ranjil Singh lnuls‘'nollniig 
ob|eclinnable" iii dieni. anil ■‘giiaianlees” 
only that “milil.aii V will not revue wiih the 
holding of sin li events", eonveincntly 
(oigeiiing that (he.se events lepresent 
preei.sely an allenipl at sneh icvival. 

MADHYA PRADESH 

Exploiting Tribal Issue 

COMING after die defeat of K.iinalnath in 
the Chhind"'ara l.uk Sabha by-eleelioii. 
.seniorti ibal Icaderaiid lorineriimoii minisiet 
ol .stale foragneiiliure Arvinil Netam’s exit 
from the Congress has shaken the parly base 
in the tribal region of Madhya Pradesh. The 
demand for a Iribal chief minister in a state 
with a huge population of iribiils has been 
long pending. While the party had pioinised 
the stale a iribal chief mini.sicr during the 


distiaxseiribly.et^itJtts, tiie Congrbtt 
command failtid to keep the promise.^ By 
projecting himself a.s a victim of a Digvtjay 
Singh-V C Shukiaconspiracy to marginalise 
hhn. Neiam has sought to exploit this tribal/ 
non-tiibnl divide in the party to justify his 
switch-overio the Bahujan Sainaj Party (BSP). 

Nctam had been returned from the Kanlcer 
parliamentary constituency in North Bastar 
from 1980 to 1996. His name figured in the 
hawala .scam and. like Kamninath, he too 
was denicil the parly ticket in the 1996 Lok 
Sabha elections. Nctam's defection to the 
BSP will help that party con.solidatc its 
position among the tribals. Of late the BSP 
has been emerging as a third force in Madhya 
Pradesh. It hn.s two MPs and 11 MLAs from 
the stiiic. It came second in .^6 assembly seats 
and third in yet another 50 seals. Yet its hold 
has been confined to the daiits and (he 
backwards along the Madhya Pradcsh-Ultar 
F'radesli border. Nelam's entry, it is argued, 
wi i 11 aci I Mate its pcnci ration i nio the southern 
pails 111 the stale. However, Ihc recent gains 
of the B.SP can also be attrihnied to (lie split 
111 the Madliy.i Pradc.sh Congress during (hi 
pailianicni.iry cleelioiis. Now with, 
M.ulliavrao .Scindia and Arjuii Singh back 
111 the Congress, It remains lo be seen if the 
B.SP can inainiam it.s lead. Further, the lall- 
oui ol Nctam's decision on the tribal 
popniaiioii IS nnceriani. There arc a large 
luimbei ol lescrved ST seals in the slate. But 
given iluil Nctam has more support in the 
geneial assembly segments than in the 
reserved segments ol his parliamentary 
eonstiinency. Ins iiiniiciicc over tribals is 
open lo doubt. 

Neiam has eloakeil Ins crossing over to 
llie BSP in the demand for a .separate 
Chliaiiisgarh state. But more important from 
iliepomiol vicwofexploiingtbemoiivattim 
behind hisdeeisioii is bisallegcd iiivolvemciUj' 
III the nuilii-crorc timber .seam that has 
surfaced in Bastar. Already the probe team 
institnled by the .state Lokayukta under a 
directive from the .Supieino Court has men¬ 
tioned Aivind Nelam’s brothers, Biicndra 
.Singh and slate forest mini.sier Sliiv Nctam, 
as being pari ol the racket of illicit lolling 
of trees on tribal lands. Neiain’s move may 
well he an allenipl to stall the mi|iiiry. 

.All (he .same the Congress is concerned. 
Had it not been for Kamninath's unwise' 
decision to coiitc.si the Chhindwara by- 
clcction, the party would have been better 
placed in thctrihal hell. With the BJPmakiiig 
inroads in the region and an aliitince with 
the BSPa vague possibility, the threat lolhc 
Coiigress base i n Ihc region i.s evident. There 
IS no need for the party to panic, however. 
By letting the probe into the timber scam 
continue in Ihc interc.st of providing Justice 
lo the tribals, Netam's dcparturecan be .shown 
up to be just another politician's tantrum to < 
.save his skin. 
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CURBENT STATISTICS EPW Research Foundation 


ReceM ibla liiggcH peniMcni decelcralion in ihe irowlh of industrial uroups which had contributed to the exciting growth cailiei. The general index tliowx t 
growth of only 6 per cent in the quarter October-Dmniher 1996 ugainxi 10 per cent in the' cotrexiionding quarter a year ago Orowlli of capital goods industries has 
slumped to 1.2 per cent in the latest quarter against 25 |icr cent lust year and that ol consumer durables to 0.8 per ceni against ^ per cent Inst year. Of the 17 two- 
digit groups, six have experienced negative growth in the latest quarter and they include crucial industries such ns food propels, iiK-ial products and electrical and noii- 
eleinrical mnehinery. 

acroeconomic Indicators _ _ 


Weights Apr 12, __ Variation (Per Cent): Point-io-Poin t_ 

Index Numberg of Wholesale 1997 Over Over 12 Months Fiscal YciirSoFar 1996-97 1995-96 1994-95 1003-94 

Prices (1981-82 SI 100) Month Latest Previous 1997-98 1996-97 


_ Variation (Per Cent): Point-io-Poin t_ 

Over 12 Months Fiscal Yciir So Far 1996-97 1995-96 1994-95 1993-94 
Latest Previous 1997-98 1996-97 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Lighi and Lubricants 
Monuroctuied Inducts 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 5-April 12, 1997) 


Cost of Living indices 


Industrial Workers (1982=100) 

Urban Non-Mon Emp (1984-85= 100) 

Agri Lab (1986-87= I(K)) (Link factor 5.89) 


Money and Banking (Rs crore) Apr 11. 
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Latest_ Variation (Per Cent): Point-lo Poinl __ 

Month Over Over 12 Months Fiscal Year So Fat 1995-96 1994-95 1993-94 1992-93 
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Fiscal Yeai .So Far 
1997-98 1996-97 


1996-97 1095-96 1994-95 


Money Supply (M,) 710783 

Currency with Public 138313 

Deposits with Banks 568113 

Net Bank Credit to Govt 294956 

Bank Cicdit to CommI Sector 376375 

Net Foreign Exchange Assets 99277 

Reserve Money (j^>r 18) 20.5433 

Net RBI Credit to Centre (Apr 18) 127737 

RBI Credit to Bk.s/Comm .Sect (Apr 18) 12752 
Scheduled Commercial Bonks (Apr 11) 

Deposits .508991 

Advances 279370 

Ntin-Food Advances 272355 

invesimenis 193098 


Index Niinihers of Industrial Weights IX-c 
Production (1980 81 = 1(8)) 1996 
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.5461(2 7) 
6226(5.1) 
-.5()l(-3.8)- 


.5654(0 9) 
5812(4 9) 
- 2946( - 0.6) 
9464(3 7) 
-18()4(-0 5) 
.599(0.8) 
922(0.5) 
1.3025(11.0) 
l().555(-,36 6) 


94049(15 6) 72.58103 7) 
142640 2 I) 17.57807.5) 
798870 6 6) 550440 2.9) 
.3051601.8) .3.5.360(15.9) 
290.560 7 7 ) 51926(17 7) 
20773(26.5) 619(0.8) 

.55I.3(2.R) 2517604.9) 
2743(2.3) 198.54(20.1) 
-1.5557(-.54 0) 8747(43.6) 


79019(22.3) 
18380(22.3) 
77781(22.2) 
18.501(9.1) 
.54949(23.1) 
23298(42.8) 
.3(8>l()(22.l) 
213(82 2) 
8(8)7(67 2) 


197.37(4.0) 768960 7.8) 
10042(3.7) 2599600 3) 
10963(4 2) 28391016) 
22(881.2) 26603(16 0) 


.5.3960.1) -172.5(-0.4) 6977.50 6.1) 469620 2.1) 71726(22.8) 
2840(1.0) -64l(-().3) 22.51.5(8.9) 42455(20 1) 47144(28 7) 

34220.3) -2(i(8-0 I) 247090 0 1) 44938(22 5) 4.5776{2<r.8) 

200(1.1) 171.30.0) 263090 6 0) 15529(104) 167.310 2 6) 


Fiscal Year So Far _ Fiscal Year Averages_ 

1996-97 1995-96 199.5-96 1994-95 1993-94 1992-9.3 1991-92 1990-91 


General Index 
Mining and Quarrying 
Manulacturing 
Eleetricitv 


LOO 318.2 294.4(8.3) 271.8(11.4)283.1(11.6) 25.3.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 2126(8.2) 

.46 288 1 2.55.80,8) 251.4(8.2) 266,7(7.2) 248.8(7.5) 23l..5(3.5) 223.7(0.6) 222.5(06) 221.2(4.5) 

.11 315 4 292.20 0 1) 265.402.5)277.102.9) 245.4(9.8) 223..5(6.1) 2l().7(2.2)206.2r 0.8) 207.8(9.0) 

43 366.9 348.1(3.7) .335.8(8 9) .34()..3r8.2) 314.6(8.5) 290.(87 4) 269 9(5.0) 2.57 0(8.5) 236 8(7.8) 


1997-98 -So Far 1996-97 


End of Fi.seal Ycai 


Capital Market 

1997 Ago 

Ago Trough Peak 

Trough 

Peak 

1996-97 

1995-96 

1994-95 

BSE .Sensitive Index (1978-79= KX)) 

.3697(-()..59) 3798 

3719(7.49) 

3427 

3697 

2745 

“Slifr*)' 

1361MJ2)“ 

3367(3 3) 

.3261 (-1.37) 

BSE-I(X> (1983-84-KX)) 

I.S9(X-5.97) 1642 

1691(0.48) 

1489 

1.590 

1217 

1843 

l464(-5 5) 

l.549(- ,i 5) 

I606(-I2.2) 

BSE-200 (1989-90=100) 

.355( 6.08) 365 

378(-,l.05) 

3.33 

355 

27.3 

41.3 

328(-5.(l) 

345 (-6.3) 

'168(18 2) 

NSE-.50 (Nov 3. I995=I(X)0) 

1035 1073 

_ 

970 

10.35 

788 

1196 

na 

nil 

na 

Skindia GDR Iiulex (Aitr 15. I994=I(X))71.84(-I9 56)74 20 

89.31(11 15) 

67.33 

71.84 

51.6 

90.0 

72.7f)(-7 3) 

78.5.3(0 7) 

77 99 

Foreign Trade February 

_Fiscal Year So 

£iUi _ 








1997 

1996-97 1995-96 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 


Expons: Rs crore 
US $ mn 
Impons: Rs crore 
US $ mn 

Non-POL US $ mn 
Balance ofTradc: Rs crore 


9517 105691 0 1.91) 94443 (29.17) I(8i353 (28.67 82674 08.5) 69751 (29.9) 


26.52 29811 (.5.31) 28.309(21.48) 31797 (20.8) 26330(18.4) 

1274.3 1243.35 03.13)109907 (.38.03) 122678 (.36.4) 89971 (23.1) 
3.551 35070(6.45) 32944(29.82) .36678(28.0) 28654(22.9) 

2665 26.312 (-0.97) 26570 (31.29) 29152 (28.3) 22727 (29.5) 


-18644 


-16325 


22238 (20.0) 
73101 05.3) 
23306 (6.5) 
17552 01.2) 
-3350 


5.3688(21.9)44041 (35.3) 
18537(3.8) 17865 (-1.5) 
63375(32.4) 47851 00 8) 
21882 (12.7) 1940(-I9.4) 
1,5782 02..3) l4047(-22.2) 


US $ mn 

-899 

-5259 

-4635 

-4881 

-2324 

- I(X>8 


-.3145 

-1546 


Apr 25. 

Apr 26. 

Mar 31. 



Variation Over 




Foreign Exchange 

Reserves (excluding gold) 

1997 

1996 

1997 

Month 

Ago 

Year 

Ago 

Fiscal Year So Far 
1997-98 1996-97 

1996-97 

1995-96 

1994-95 

199.3-94 

Rs crore 

81082 

59527 

80375 

3024 

21.555 

707 801 

21()49 

-7302 

18402 

27430 

US $ mn 

22700 

172.54 

22369 

999 

5446 

331 128 

5243 

-.3690 

5640 

8724 


Notes: (i) Superscript numeral denotes month to which Figure relates, e g, superseripf I stands for January, (ii) Figures in brackets are peredhtage 
variations over the period specified or over the comparable period of the previous year. na = not available. 
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Industrial Production 


Index Niimbcrii of Industrinl 

Weight 



Ouarierlv Variation 






Produc(lan:Major Croups 


Oct 96 

Jul96 

Apr 96 

Jan 96 Oct 95 

Jul 95 

Apr 95 

1995-96 1994-95 1993-94 

(1980-81=100) 


Dec 96 

Sep 96 

Jun 96 

Mar 96 Dec 95 

Sep 95 

Jun 95 




General Index 

100.00 

.205.2 

295.7 

282 2 

216.9 

287.8 

262.8 

258.1 

283.1 

252.7 

232.0 



(6.0) 

(9.7) 

(9.4) 

(11.9) 

(102) 

(12.1) 

(13.6) 

(11.6) 

(9.4) 

(6.0) 

Mining and quarrying 

11.46 

276.8 

241.2 

249.2 

212.6 

268 7 

242.1 

243.6 

266.7 

248.8 

231.5 



(2.0) 

(-0.2) 

(2.3) 

• (4.7) 

(2.2) 

(6.7) 

(16.0) 

(7.2) 

(7.5) 

(3.5) 

Manufacturing 

77.11 

.201 5 

296.9 

278 0 

212.1 

282.0 

264.7 

248.5 

277.0 

245.4 

223.5 

• 


(6 5) 

(12.2) 

(11.9) 

(14.1) 

(12,4) 

(11.6) 

(13 4) 

(12,9) 

(9.8) 

(6.1) 

Electricity 

II 42 

250.4 

242,0 

.244.5 

2.54.0 

240.0 

220.2 

337 0 

340.3 

214.6 

290.0 



(5 4) 

(2.8) 

(2.2) 

(6.0) 

(.5.1) 

(9.4) 

(12.5) 

(8.2) 

(8.5) 

(7.4) 

Index Numbers of 












Industrial Production; Use-Hased Classification 











Basic goods industries 

.29 42 

218 8 

.202.2 

286.1 

.221.2 

289 8 

281.5 

276 6 

292.3 

269 0 

254.9 



(lO.Oi 

(7 4) 

(2 4) 

(7.2) 

(2.7) 

(11.6) 

(13.0) 

(8.7) 

(5.5) 

(9.4) 

Capital goods industries 

16 42 

409 2 

412 2 

262.9 

441.6 

404.2 

2,52 9 

302.0 

373 5 

218.2 

255.4 



II 2) 

(16.5) 

(20.5) 

(IS.O) 

(24.9) 

(10.0) 

(19 0) 

(18.0) 

(24.6) 

(-4.0) 

Intermediate goods industries 

20.51 

252 8 

251 6 

242 4 

249.7 

225 6 

228.9 

217.2 

232.9 

211.4 

203.9 



(7 2) 

(9 9) 

(1 1.6) 

(15 9) 

(10 1) 

(8.0) 

(6.4) 

(10.2) 

(2 7) 

(11.7) 

Consumer goods industries 

22.65 

2.^5 2 

241 6 

252.9 

281 1 

249 0 

226.2 

231.9 

247.1 

219.6 

202.0 



(2.5) 

(6.8) 

(9 5) 

(124) 

(9 7) 

(12 4) 

(16.1) 

(12 5) 

(8.7) 

(4.0) 

a Cunsuincr durables 

2.55 

572.0 

.569.2 

528 8 

(>65.6 

568 6 

524.2 

475.8 

558.4 

•107 2 

.269.4 



(0 8) 

(8.6) 

(11.1) 

(4.5 9) 

(27,2) 

(.27 7) 

(26.0) 

(27 1) 

(10 2) 

(16.1) 

b Consumer non-durables 

21.10 

216 9 

202 0 

220.7 

224.6 

210.4 

190.2 

202.4 

209.4 

196 8 

181 7 



(2.1) 

■ (6 2) 

(9 0l 

(4 2) 

(2 8) 

(6 0) 

(11.6) 

(6.4) 

(8 2) 

(1.2) 

[ Index Numbers of Maniifaiiuring: fvroiipwisc 











Code No 












20-21 Fund products 

5 22 

192.1 

121.2 

222 7 

2114 

21 1,6 

124 6 

181,9 

207 .1 

181.7 

160.0 



(-9 2) 

(5.4) 

(28 5) 

(11.0) 

(2 2) 

(9 2) 

(45 6) 

(14.1) 

(12 6) 

(-8.7) 

22 Bevel nges.tuhacco and 

1 .T7 

196,8 

176 1 

IKI 1 

177 2 

158.4 

147 ( 

167 2 

162.5 

1.24 8 

127.8 

tubucco produels 


(24.2) 

(19.6) 

(8 2) 

(22,5) 

(41.1) 

121.8) 

(2 8) 

(205) 

(-2.2) 

(21.2) 

22 Cotton textiles 

12 21 

174 5 

178.2 

166.2 

162.1 

1.59.4 

157 0 

158.4 

1.59.5 

155 8 

160.5 



(9 5) 

(12.5) 

(4 9) 

(2 5) 

(2 1) 

(1.6) 

(2 1) 

(1.4) 

(-2.9) 

(6.9) 

25 Juie.heinp and mesiu 

2.(K) 

99 5 

78.1 

78 5 

95.4 

98.2 

91.0 

8.5 8 

92.6 

01.5 

103.2 

textiles 


(1.2) 

(-142) 

(-« 5) 

(-2 2) 

(-6.8) 

(10 0) 

(8 2) 

(1 2) 

(-11 2) 

(18.6) 

26 Olhei lexlilcsdiiel wearing 

0.82 

97.9 

94 1 

87 0 

94.7 

91.5 

88,9 

82.7 

89.7 

78.6 

72.4 

apparel other than I'oolwcnr) 


(7.0) 

(5 8) 

(2.9) 

(19.7) 

(16.2) 

(120) 

(8 4) 

(14 1) 

(7 1) 

(-2.2) 

27 Wood and wood products. 

0 45 

223 2 

242.2 

251 6 

2.52.9 

221.4 

245.4 

229,8 

2.29.9 

205 5 

199.2 

furnitures and nxlurcs 


t-2 5) 

(-1 1) 

(9 5) 

(14.2) 

(14.2) 

(26 4) 

(128) 

(16.7) 

(2.1) 

(4.6) 

28 Papei iiiid pii|H.'i products and 

2 22 

216 0 

219 9 

294 1 

291.0 

286 2 

290.1) 

277.9 

286.2 

258.1 

224.8 

printing and publishing 


(10.4) 

(10 2) 

(5.8) 

(.1 2) 

(I0..2) 

(14.2) 

(14 6) 

(10.9) 

(14 8) 

(6.6) 

and allied industries 












29 Leather and leaihei prod 

0 49 

240 2 

251.5 

227 7 

225 2 

227 7 

229.2 

227 6 

227.5 

211.9 

204.2 



(5 5) 

(9.7) 

(0.0) 

(-16) 

(21 4) 

(12.1) 

(0 4) 

(7,4) 

(.2.7) 

(8.8) 

20 Rubber, plastic, petroleum 

4.(K) 

211.8 

206.1 

202 

199 6 

197.6 

200.0 

188.7 

196.5 

IK2.I 

176.4 

and coal products 


(7.2) 

. t.2 1) 

(7 2) 

(11 2) 

(6 4) 

(6.0) 

(8.1) 

(7 9) 

(2.2) 

(1.0) 

21 Chemic.'ils and chcniicul 

12,51 

267.2 

264 6 

278.2 

(95 0 

251 5 

258.9 

222.5 

259 7 

326.2 

297.9 

products except pieducts 


(4 5) 

(1 6) 

(12 4) 

(18.4) 

((.4) 

(11.4) 

(7.9) 

(10.2) 

(9.5) 

(7 6) 

of petroleum iind coal 












22 Non-metallic mineral 

2,IM) 

277 0 

272.9 

269 9 

285.5 

2.52.8 

261.2 

256.5 

264.2 

226.0 

218.5 

products 


(9 1) 

(4 4) 

1.5.2) 

(9.0) 

(9.5) 

(19.91 

(10.5) 

(12.0) 

(8 0) 

(4.5) 

22 Basic metal and alloys 

9.80 

.201 j; 

.204.6 

206.1 

227 5 

227.2 

224.2 

211.2 

225.0 

214.5 

224.2 

products 


(22 8) 

(25.8) 

t-2.4) 

(-0.8) 

(0.4) 

(9,8) 

(12.4) 

(4.9) 

(-4 2) 

(.22.1) 

24 Metal products and parts 

2.29 

184.2 

177.7 

174 2 

18(1.4 

184.6 

168 7 

161.5 

175.2 

148.6 

126.5 

except machinery and 


(-0.2) 

(5.2) 

(7.9) 

(12.8) 

(26.4) 

(15.1) 

(17.0) 

(18.0) 

(17.5) 

(1.5) 

lrans|)nrt c(|uipnieiil 












25 Maebinery.maohinc tools and parts 

6,24 

247,5 

230 1 

242 2 

276.4 

260.7 

260.4 

208 6 

251.5 

206.9 

189.2 

except electrical in.'ichincry 


(-5 1) 

:-4,()) 

(16.1) 

(14.1) 

(18.,5) 

(41.1) 

(15 2) 

(21.6) 

(9.4) 

(4.5) 

26 Electrical machinery 

5.78 

787.7 

791 0 

767.0 

89) .7 

798.9 

651.2 

580.2 

720.5 

609.9 

460.1 

apparalus,applianccs and 


(-1.4) 

(21.4) 

(22.2) 

(25.2) 

(21.6) 

(0.2) 

(22 9) 

(19.8) 

*(22.6) 

(-4.9) 

supplies and pans 












27 Transport equipment and 

6..29 

257.7 

25.2.4 

299.5 

340.2 

305.5 

290.0 

249.4 

296.2 

239.2 

211.3 

parts 


(17 1) 

(21.9) 

(20.1' 

(22.7) 

(25.4) 

(28.7) 

(17.4) 

(22.9) 

(13.3) 

(5.3) 

28 Other maiiufnciuring 

0.90 

290.6 

272.5 

260.7 

221.1 

305.5 

296.5 

272.9 

299.2 

269.6 

267.0 

industries 


(-4.9) 

(-8.1) 

(-4.8) 

(1.7) 

(14.8) 

(16.8) 

(12.9) 

(11.0) 

(1.0) 

(-.5.1) 


864 
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LLOYDS METALS 

New Projects 

y^YDS METALS (formerly known as 
igfll^una Metals and Engineers) is a port 
'Ofthe Lloyds group of companies. It is 
engaged in the maBuf«:turc of CRC A strips 
which find application in automobiles and 
automobile components, household iqjplian- 
ces, ftimiture, precision tubes, and general 
engineering. Funher, the company is also 
engaged in the business of trading in iron 
and steel items such as cold rolled (CR) coils 
and sheets, hot rolled (HR) coils, etc. 

The company performed well in 1995-96, 
earning a 74 per cent higher net profit over 
1994-95. Net .sales increased by 91.4 per 
cent and value of production improved by 
99 per cent over the same period, mainly as 
a result of the first full year’s operations of 
the pipe division and the contribution from 
the newly set up sponge iron plant, the first 
IMhase of which was commissioned in 
SJrptembcr 1995, 

A lower rise in operating expenses saw 
a sharp spurt in the company’s operating 
profit which rose by 153.3 per cent. The 
steep rise in the bottomlinc was despite a 
414.5 per cent rise in interest charges and 
a 431.4 per cent increase in depreciation 
provision during the year under review. Con¬ 
sequently, cantings per share(EPS)c.scalutcd 
from Rs 12 last year to Rs 14.1. while book 
value rose from Rs 45.2 per share to Rs 91.5 
per .share. Encouraged by its performance, 
the company declared a dividend of 20 per 
cent against the previous year’s 18 per cent. 

Although production at the company’s 
CRCA strips/structural steel division rose by 
8,8 per cent from 17,549 metric tonnes (mt) 

19,101 mt. sale volume fell by 35 percent 
from 55,439 mt (including trading gtxKls) 
to 35,852 ml during the .stimc period. Total 
.sale realisation, consequently, fell from Rs 
116.2 crorc to Rs 89.5 crore, registering a 
fall of 27 per cent. This was mainly due to 
the significant increase in the cost of inputs 
and disturbances in production on account 
of modification in the 4HI mill in bearing 
and bearing housing, due to delay in getting 
the imported bearing for work roll. 

The company had in Febniaiy 1995 entered 
the capital market with a public offer of 
41,38,800 equity shares of R.s 10 each at a 
premium aggregating Rs 65.5 crore to part 
finance its sponge iron project. The issue 
was also made to part finance the company ’ s 
project for manufacturing ERW pipes. 
Located in Maharashtra, which has an abun¬ 
dance of coal fields, the sponge iron project 
will use the rotary kiln technology supplied 
by Orissa Sponge Iron. While most of the 
jAoject work at the ERW tubes and pipes 
project (at Murhad) has already been com¬ 
pleted, commercial productionof the second 


phase is expected to commence in the near 
future. The entire production of the sponge 
iron is to be sold to amuher Lloyds group 
company, namely, Lloyds Steel Industries. 

Despite a satisfactory performance by the 
first pha.scofthesponge iron plant, pnxluciion 
was affected on account of non-availability 
of railway racks. To tide over this problem, 
the company now plans to undertake an iron 
ore mining project, construction of railway 
sidings and the selling up of a capti ve power 
plant by profitably using the energy generated 
from the wastegascs produced in the process 
of making sponge iron. 

Meanwhile, the company’s share price 
currently quotes al around Rs 35 on (he 
bourses, discounting ii.'i I99.S-96 earnings 
per share by 2.5 limes. 

MADHUSUDAN INDUSTRIIiS 

Rise in Interest Cost 

Madhusudan lndu.slric.\ is engaged in the 
manufacture of vanaspati and icfincd oils, 
dc-oilcd cuke, ■solvent oils, soap, vitreous 
chinasanitary ware, fittings and ccnimic tiles. 
The company saw a dismal performance in 
1995-96 when its boitoniline fell by 24.4 per 
cent over 1994-95. The main culprits 
responsible for the tall in earnings were the 
sharp increases in inicicst charges (up 53.7 
per cent) and depreciation provision (up 
41.7 per cent). 

However, the company managed to post 
a 26 per cent ri.se in operating profit during 
the year under review, following a less than 
proportional ri.se in operating cxpcn.scs, as 
compared to the 20.7 per cent increase in 
net sales and the 18.9 |)er cent increase in 
value of production. This was despite a 56- 
day strikealthccompaiiy’scdibleoil division 
al Rakhial, as well as a disniplion in product¬ 
ion in the sanitaryware and tiles units due 
to installation of the second tuci efficient kiln. 

Following the strike, production ol 
vanaspati fell from 18,480 tonnes in 1994- 
95 to 16,228 tonnes, registering a fall of 12.2 
per cent. This, coupled with the sluggish 
demand and the excessive competition 
otTcred by the new vanaspati manufacturing 
units (which are entitled to sales tax 
exemption) led to a tali in offtake. Sale of 
vanaspati and refined oil, in volume terms, 
fell drastically by 15.5 per cent from 18,181 
tonnes to 15,363 tonnes. Consequently, sale 
reali.sation,overthc same period, fell by 12.1 
per certt from Rs 68.3 crorc to Rs 60 crorc. 
Production of dc-oilcd cakes too fell from 
59,198 tonnes to 48,832 tonnes owing to the 
temporary closure of the Rakhial unit. 

Duringtheyearundcr review, prxir capacity 
utilisation continued to be a feature of the 
solvent extraction industry as there was 
excess installed capacity and limited avail¬ 
ability of raw materials. Another spoke in 


the company’s operations was the fact that 
its power plant was unable to operate at |)cak 
citpacity during April to July 1995 because 
of a temporary power connection of IJ KV. 
Tire plant, which was commissioned in Match 
1995. consists of 10 wind turbine generators 
(WTG). However, it has now been switched 
ovcrtoa66 KV line.The5 MVAsubstation 
of Patelka was expanded to 15 M VAcnpocity 
by the company, under the lead role assigned 
by GEDA, and it became operational during 
the second half of May 1996. The WTGs 
produced 23,69,175 units ot power during 
the year. 

The main reason lor the increase in the 
company’s turnover seems to have been the 
shill in processing focus at its solvent plant. 
I'hc plant now concentrates on oilseeds 
instead ot cakes and this li.is reportedly ted 
to higher luniover and lower overheads, on 
account of wider spicad and rclal i vely better 
uvailabiliiy position for seeds as cuinpaied 
to cakes. 

The silver lining for the company during 
the year seemed to be the .sanitaiywuic 
division’s performance. The division .saw an 
incrca.se in production from 9.838 tonnes to 
10,563 tonnes and a 12 per cent rise in sale 
volume fiom 8,906 tonnes to 9,976 tonnes. 
The unit saw the commissioning of the 
electrostatic glazing system and the new 
hcim.soth kiln, ijurther, the agreement for 
supply of 33,0(M)cu m ficr day of gas, which 
expired in May 1996, was renewed by the 
Gas Aulhoriiy of India up to December 2(XX). 

Production of tiles, however, fell to 6,322 
tonnes fiom 7,08(1 tonnes in the previous 
yeai while .sale volume was lower at 6,181 
tonnes (1994-95; 7,065 tonnes). This was 
mainly due to the shut-down ot the plant 
during the first quarter of 1996 for tlic 
iiistafiation of (he new lieimsotli kiln in the 
.sanitaryware unit. 

OCL INDIA 

Expansion Plans 

OCL India (lornicriy known as Orissa 
Cement) is engaged in the manufacture of 
cement (marketed under the brand name 
’Konark’) and refractories. The company 
pcrfornicd well in 1995-96 with both its 
cemcni and refractory plants opeiating at 
over KK) per cent capacity. The company 
markets its products mainly in the states of 
Oris.sa, Bengal, Bihar and the northern 
regions. While its net sales improved by 18.9 
per cent and value ol production incrca.scd 
by 26.8 per cent, operating profit rose by 
17.9 per cent. Lower increases in inlcrc.st 
charges (up 6.9 per cent) and depreciation 
provision ^up 9.1 per cent) led to a 22.6 rise 
in the company's net profit. Consequently, 
earnings per share improved from Rs 31.2 
last year to Ks 38.2, while book value 
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(RskM) 



Lloydb Metals 

Madhnradan 

OKX India 

Financial Indicators 

March 

1996 

March 

199S 

March 

1996 

March 

199S 

March 

1996 

March 

1995 

IncomeTippropriatlons 

1 Net sales 

21283 

IIII8 

15429* 

12786 

246.36 

20715 

2 Value of production 

22.374 

11246 

15873 

13353 

25545 

20154 

3 Other Income 

4 Total income 

22664 

114.57 

16005 

1.3489 

26033 

20681 

5 Raw materials/siores and 

16584 

9185 ‘ 

11444 

9851 

12085 

8684 

spares consumed 

6 Other manufacturing expenses 

453 

1.55 

1367 

1024 

.3782 

3662 

7 Remuneration to employees 

311 

83 

623 

5.58 

2086 

1472 

8 Other expenses 

1102 

.370 

1266 

1020 

.329.3 

2802 

9 Operating profit 

4214 

1664 

1.305 

1036 

4787 

4061 

10 Interest 

1245 

242 

515 

335 

1258 

1177 

11 Gross profit 

2843 

1424 

802 

887 

3720 

31.33 

12 Depreciation 

542 

102 

282 

199 

622 

570 

13 Profit before tax 

2.301 

1322 

520 

688 

3098 

2.563 

14 Tax provi.sion 

- 

_ 

- 

- 

1035 

880 

1 .S Profit after lax 

2301 

1322 

520 

688 

2063 

1683 

16 Dividends 

.318 

10.3 

98 

161 

270 

216 

17 Retained profit 

198.3 

1219 

422 

527 

179.3 

1467 

Liabilitics/asseU 

18 Paid-up capital 

1638 

1099 

542 

462 

.540 

540 

19 Reserves and surplus 

1.3420 

.3930 

.3971 

.3007 

11548 

9782 

20 Long-term loans 

6267 

6928 

2197 

2771 

10478 

7834 

21 Short-term loans 

4239 

4367 

2008 

1069 

614 

13 

22 Of which bank borrowings 

.3589 

3658 

1422. 

719 

614 

13 

23 Gross fixed assets 

19187 

14.378 

6206 

5.392 

23277 

21.532 

24 Accumulated depreciation 

875 

323 

1824 

1.557 

12252 

11615 

2S Inventories 

42.59 

2708 

2484 

2084 

7248 

5674 

26 Total assets/liabilities 

.31980 

.30407 

10484 

8786 

2827.3 

2.3313 

Miscellaneous Hems 

27 Excise duty 

2395 

500 

628 

.553 



28 Cross value otldcd 

4189 

17.38 

1906 

1895 

7341 

61.35 

29 Total foreign exchange income 

77.3 

3 

442 

491 

2127 

1399 

30 Total foreign exchange outgo 

1420 

1143 

274 

34.3 

.3792 

2.389 

Key flnancial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 66..^.5 

36.56 

147.17 

I45..53 

87.14 

88.86 

32 Sales to total net assets (%) 

8.3.25 

68.11 

176.98 

174.94 

106.28 

114.01 

33 Gross value added to 
gross fixed assets (%) 

21.83 

12.09 

30.71 

.3.5.14 

31..54 

28.49 

34 Return on investment 

(gross profit to total assets) (%) 

8.89 

4,68 

7.65 

10.10 

1.3.16 

1.3.44 

3.3 Cross profit to sales 
(gross margin) (%) 

I.3..36 

12.81 

5.20 

6.94 

15.10 

15.12 

36 Operating profit to sales (%) 

19.80 

14.97 

8.46 

8.10 

19.4.3 

19.60 

37 Profit before tax to sales (%) 

10.81 

11.89 

3..37 

.5..38 

12.58 

12.37 

38 Tax provision to 
profit before tax (%) 

_ 

_ 



3.3.41 

.34.33 

39 Profit after tax to net worth 
(return on equity) (%) 

1.5.28 

26.29 

11.52 

19.8.3 

17.07 

16.30 

40 Dividend (%) 

20.00 

18.00 

20.00 

.35.00 

.50.00 

40.00 

41 Earning per share (Rs) 

14.05 

12.0.3 

9.66 

15.03 

38.20 

31.17 

42 Book value per share (Rs) 

91..54 

4.5.15 

83.95 

75.80 

208.70 

174.50 

43 P/E ratio 

2.49 

9.98 

2.37 

.3.3.3 

3.19 

7.06 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

41.79 

139.62 

48.68 

79.88 

92.97 

8.3.14 

45 Short-term bonk borrowings 
to inventories (%) 

84.27 

1.35.08 

57.25 

.34.50r 

8.47 

0.23 

46 Sundry creditors to 
sundry debtors (%) 

.34.61 

170.05 

68.31 

85.21 

61.00 

73.94 

47 Total remuneration to employees 
to gross value added (%) 

7.42 

4.78 

32.69 

29.45 

28.42 

23.99 

48 Total remuneration to employees 
to value of production (%) 

1.39 

0.74 

3.92 

4.18 

8.17 

7.30 

49 Gross fixed assets formation (%) 

33.45 

- 

1.5.10 

- 

8.10 

4.63 

50 Growth in inventories (%) 

.57.27 

- 

19.19 

- 

27.74 

-6.25 


- means not available. 


^ I MU ' ■ < 1 1^ 

* iniiwti^ 

ptfihaieduringtlie>imperiod.SnoaunigGd 
by its performance, die company decided to 
increase ibe dividend rate from 40 per cent 
in 1994-95 to SO per coit 

While production of clinker and cemeir 
improved from 596 tonnes and 712 tonnei 
during l994-9Sto620tonnesand742twines, 
respectively, in 1995-96, sale of cem^, in 
volume terms, rose from 714 tonnes to 726 
tonnes.Thecompanyclaims that sales would 
have been higher but for (he liquidity 
problems in the economy and the resulting 
strict inventory control by the integrated 
steel plants which are its major customers. 

Earnings in respect of exports too were 
higher by 52.2 per cent during the yearunder 
review mainly due to a sharp increase m 
exports of refractories which rose by 110 per 
cent over the previous year. Exports of 
cement, however, fell from Rs 5.3 crore Iasi 
year to Rs 4.4 crore. 

The company is now modernising and 
expanding its existing cement plant from the 
existing 3 lakh tonnes per annum (tpa) to 
10 lakh tpa at an estimated cost of Rs 7*^ 
crore. The cement plant is to be baswi|jM 
the dry process technology which consumes 
less power. The company already owns 
limestone mines located around 17 kilometres 
from the plant and also owns and operates 
the railway line from the mine to the plant 
OCLlndia has also undertaken an expansion 
(by an additional 8,0(X) tpa) and moderni¬ 
sation of its refractory plant at an estimated 
co.st of Rs 53 crore. 

The company plans to finance these 
projects through a tenn loan of R$96.4crore, 
from IFCI, internal accruals and a rights 
issue. The rights issue (which opened in 
October 1996) consisted of issuing one zero- 
interest fully convertible debenture and a 
warrant for every three equity shares held 
While the debenture was converted into< ^ • 
equity share in January 1997, the detacInMlKI 
warrant will be converted into an equity 
share between 36 and 48 months from the 
date of allotment. 

The company, meanwhile, has started 
receiving orders for its new continuous 
casting refractories introduced by it with the 
help of technology from T Y K Corporation, 
Japan. The demand for these ref^ractories 
(which find application in ministeel plants 
as well as in integrated .steel plants following 
the concast route of production) is expected 
to increase, as many steel plants are adopting 
the concast route of steel production. 

OCL India's new generation monolithic 
refractory products like ca.stables, precast 
blocks, lance pipes, etc, have also reportedly 
received good response. ‘These products, too. 
are manufactured with technology from 
T Y K Corporation, Japan. 

The company’s sluues, meanwhile, quote 
at around Rs 122 on the Bombay Stpek 
Exchange, discounting its 1995-96eam)i<igs 
per share by 3.2 times. 
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COMMENTARY 


Hong Kong, Big Brother Is Eagerly 
Waiting for You 

JaaBrtiiuui 

The western press emphasises the anxiety and uncertainty with which 
the people of Hong Kong await their future, but what preparations 
for the tranter are being made by the Chinese^ The party mandarins 
in Beijing appeal to nationalist sentiments while pursuing a political- 
economic regime that derives its inspiration from the example of 
Singapore. It remains to be seen however, whether what has been a 
success for an autocratically-led city state will aho be a feasible 
model for an enormous subcontinent with numerous centrifugal 
forces. 


CHINA eagerly looks forward to the return 
of Hong Kong Electronic boards have been 
set up in all the major cities to show how 
many days still have to pass until the date 
of the mo-ger on July 1,1997 1 have been 
told that on Tianenmen Square in Beijing 
the countdown is even shown in minutes 
The western press emphasises the anxiety 
and uncertainty with which the people of 
Hong Kong await their iuture but what 
preparations for the transtcr arc being made 
by the Chinese'' Even without relying on 
official propaganda it is obvious that the 
mass ot the population looks forward to the 
reinstatement of the alienated territory into 
the Heavenly Kingdom with a sense of great 
gratification 

Hong Kong is an international financial- 
cum-trading centre and is second only to 
Singapore as the most important capitalist 
enclave in Ana The idea is that this reputation 
should be upheld in times to come Under 
the treaty entered into by Margaret 'Thatcher, 
the present make-up of the city is meant to 
last for at least another SO years But isn’t 
It likely that the transfer of power will result 
in a clash between two political-economic 
systems, i e, state socialism versus market 
capitalism^ Anyone who holds that opinion 
can have no understanding of the enormous 
tratsformation which the direct hinterland 
in particular has undergone in recent year» 
'This IS nowhere more noticeable than in 
Shenzhen which borders on Hong Kong 
'The former village of Shenzhen has grown 
in a very short time into a metropolis with 
Hong Kong-like pretensions 'The city, with 
a few million inhabitants, forms the core of 
a similarly-named special economic zone 
and Its admimstrauon has been given a free 
hand by the central government to develop 
that zone as rapidly as possible to the level 


of the crown colony I he construction of this 
urbanised belt next to Hong Kong has 
prevented the development of any acute 
infrastructural contrast 1 hat the schism will 
nevertheless remain visible will be due to 
the tact that stud security on the present 
border will be continued tor an indetinitc 
penod Although the inhabitants ot Hong 
Kong can already travel easily to and trom 
China, treedoin ot movement trom China to 
Hong Kong remains unlikely even after July 
1 This administrative barrier is intended to 
protect Hong Kong against the inflow ot an 
army ot migrant workers trom the Chinese 
hinterland Of course, the restriction will 
also facilitate control over the activities ot 
both residents and visitors 
Prior permission is not only required in 
order to enter Hong Kong Access to 
Shenzhen or to one of the other special 
economic zones on the east coast is also 
dependent on a visitor's permit or residence 
licence It is impossible to cross the tightly 
guarded internal borders without such papers 
Once admission has been granted a further 
distinction IS made between first and second- 
class inhabitants Shenzhen has almost a 
million permanent inhabitants, but in addition 
there is a ‘floating population’ that is three 
times os large The latter are sec and class 
citizens tor whom numerous facilities such 
as housing, health care and education arc not 
availableoronly at a high pnee This irregular 
army of workers produces the new wealth 
but benefits little from it, if at all 
The level of prosperity in Shenzhen is 
beginning to approach that of Hong Kong, 
as wiUiessed by the high-nseoffice buildings, 
modem boulevards, traffic jams and shopping 
malls According to my informants 99 per 
cent of all businesses are privately owned 
People in the street are mostly well dressed 


and give the impression of being employed 
in fairly well paid and reasonably skilled 
jobs The contrast between Hong Kong and 
Shenzhen is in tact less noticeable than that 
between the latter growth pole and the distant 
rural hinterland The lifestyle in Shenzhen 
shows a noticeable similarity to that of large 
urban agglomerations elsewhere in Asia The 
new chic nde in expensive Japanese cars or 
Mercedes, buy their clothes in boutiques, 
play golf at a country club, eat in expensive 
restaurants or enjoy fast food (there are 150 
branches of MacDonalds in Shen/hen), and 
go to discos karaoke bars and night clubs 
Men who .iro leally wealthy can permit 
themselves to keep a fulltime concubine in 
hci own apartment 1 he less prosperous have 
to make do with a visit to the sauna where 
they are serviced by young girls from the 
Chinese hintciland Sex with such girls is 
cheaper and also safer lor the custoihei than 
in Hung Kong where the chance o''picking 
up contagious diseases such as HIV is* 
considerably greater While waiting for our 
order in a restaurant, mv companion pointed 
out an expensively dressed woman carrying 
a small dog under arm 'The licence to keep 
such an animal cost her or her lover 2().0(X) 
vuan per year an amount that is twice the 
wage that has to be paid to an unskilled 
migiant wuilcci over the same period “A 
dog that means real wealth’ said my 
companion lull of icspcct ‘much more 
expensive than keeping a mistress 
High priority is given to the enjoyment of 
the matenai progress ichicved There is a 
generous supply ul new consumption goods 
All (he well known brandsot westemclothing 
and shoes are available and I should not be 
at all suiprised to learn that more French 
cognac IS sold in China than anywhere else 
in the world Notwithstanding the higher 
incomes that can he earned in the special 
economic zones many of those who have 
found (hen way there will find it difficult 
to satisfy their newly gained needs Ample 
use IS made of the possibility of 
supplementing wage income by trading on 
the stock exchange which located in the 
heart ul the city is always a crowded place 
During a bus ride which I made downtown, 
the public transport s ladiu brought the 
attention of my fellow passengers to the 
desirability ol investing their savings Was 
this a favourable lime todo so' Most certainly 
after all a spting sowing is always iollowed 
by harvest in the autumn Why is it that such 
popular capitalist wisdom is not to be heard 
in buses and trams m the west'' Sitting next 
to me, a young lad and a girl listened 
attentively to the stock market talk When 
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it ended die giri lemadced that a week earlier 
her older sister had given her a tip to buy 
certain shares which were bound to shoot 
up. The girl had madegooduse of her golden 
tip: yesterday she had sold the shares again, 
netting a nice profit of a thousand yuan. 
When the boy asked why she had been so 
stupid as to sell when the price was bound 
to go on rising, her reply was that she needed 
the cash to pay for a visit to her family in 
the country. Speculation, services and trade 
seem to have taken the place of mass 
production based on low labour costs and 
modest capital outlay which formerly 
determined the character of Shenrhen. Capital 
originating in Kong Kong and from overseas 
Chinese (in Taiwan, Singapore, Indonesia, 
the Philippines and Malaysia) which pours 
into the country on a large scale, is directed 
more and more towards more distant rural 
areas in the coastal provinces where people 
still live mote frugal lives, are prepared to 
work hard and. in their simplicity, are not 
yet prone to insist on higher wages. 

This type of behaviour is exemplified by 
the inhabitants of the Dapeng region at some 
distance from Shenxhen and outside the 
economic zone proper. We pass through the 
frontier without trouble because control is 
restricted to travellers in the opposite 
direction. Dapeng'smain village IS beginning 
to look like a town due to the presence of 
many residents of Hong Kong who come 
here to spend the weekend on the beach. 
Tliey have provided the money for all sorts 
of new industry and provisions - one gene¬ 
rous donor has even paid for the building 
of a fine primary school - and have huge 
bungalows forthemseivcs which standempty 
for most of the time. The local pride is a 
wheeler-dealer who has made good in the 
crown colony. He has used a mode.st part 
of his fabulous wealth to build a palace-like 
abode surrounded by an equally impressive 
park and gardens. The compound is lived in 
by his mother, a simple peasant woman, 
passing her last years stylishly but in great 
loneliness. A spot has already been chosen 
for her grave in a nearby cemetery on the 
hill but facing the sea where the ashes of 
Chine.se who have died abroad are interred. 
The more beautiful the view the higher the 
price that has to be paid to this privatised 
business for finding a final rc.sting place. 

Out of the many local sons who have gone 
overseas several are interested i n establishing 
a pied-a-terre in Da()cng. Among them is a 
man who many years ago left hi s nati vc place 
by swimming in the darkness of night to an 
island belonging to Hong Kong. Eventually, 
he became a very successful businessman in 
Europe. For many years the authorities back 
home were apt to denounce him as traitor 
to his country, people and party. With the 


ci^l^l he hds ramed is now, howeves, 
my welcome and greeted as an eccmomic 
agem who had left temporarily but has now 
returned to contribute to the advancement 
of China in the 21 it century. With his 
brother’s son I can converse in my own 
language. The young man attended a 
secondary school in Amsterdam but now 
works in a shop in Hong Kong. In his opinion, 
the economic prospecu in his home town 
have much improved and are actually even 
better than in the Netherlands where people 
have grown lazy. Prospects for future 
advancement are better here, but even so he 
does not intend to hand in his Dutch passport. 
That might come in handy when he is an old 
man since the aged are getting a better deal 
in the Netherlands than in China. Like me, 
he IS visiting his parents who have returned 
to their birthplace. His mother has held a 
collection among the villagers to finance the 
building of a temple. On the day of 
inauguration the secretary of the local branch 
of thr Communist Party unveiled a plaque 
commemaratinglhecommuni.st guerillas who 
met in this mountainous hide-out planning 
their acts of resistance against the Japanese 
occupier. 

Clearly, the leap forward that has been 
made in Shenzhen and its surroundings is 
still a far distant prospect for the rc.st of the 
country. The capitalist zone that has arisen 
in the shadow of Hong Kong is not the only 
one, however. On the other side of Macau, 
to be returned to China by the Portuguese 
in 1998, Zhuhai has mushroomed. This 
enclave has become the seat ot high-tech 
production in particular. Its rapid growth has 
been accompanied by a clean working and 
living climate, much favoured as domicile 
by highly qualified technocrats trained abroad 
as members of the new managerial class. 

The provisional maintenance of Ihespecial 
status of Macau and Hong Kong, embedded 
in a wider region that shows great similarity 
with these ex-colonies in economic 
infrastnictureand development potential, can 
be seen as a general rehearsal for termination 
of the split between Taiwan and the mother 
country. It isquiteclearthatthe powerholders 
in Beijing, pre.sent, past or future, although 
prepared to make far-reaching concessions, 
will never agree to a definite break-away of 
Taiwan as the last step to the foundation of 
a separate state. 

The size and importance of Taiwan has 
called fur the institution of not one but two 
special mainland zones, for which purpose 
Xiamen and Shantou have been selected. At 
the beginning of this century these two ports 
on the coast of south-east China were known 
as Amoy and Swatow, respectively, from 
where the shipment took place of Chinese 
coolies who had been contracted for work 


ia*Sii«a|iQR, MdiiytiiM 
Indies. These fiuriy insignificant coastal 
towns have develop^ within a short poiod 
of time into luge cities which, together with 
their immediBle hinterland, enjoy the same 
economic protection and preferential 
treatment as Shenzhen. In these new zones^ 
too, fteeenteiprise forms theengineofgrowdi' 
in production. An enormous floating 
workforce has settled there, peasant migrants 
from central and western China. These are 
the present-day nomadic coolies who live in 
barracks and are fobbed-olT with a monthly 
wage of500yuan or less. Migration overseas 
still occurs, though usually through illegal 
channels. The tariffs demanded by the 
clandestine travel agents are indicative of the 
most favoured destinations: for passage to 
the US 30,000Chinesedollars and for Europe 
30,000 dollars; 10,000 dollars is sufficient 
for going to Africa. It is only too obvious 
that inhabitants of the poore.st regions in the 
intenorofChina arequite incapableof raising 
such sums. 

Reunion of the erstwhile colonised 
territories with mainland China is facilitated 
by the existence of numerous linkages. Even' 
to Taiwan the dour has long stood ajar. 
Visitors from this ‘province’ form the largest 
group of tourists and occupy hotels that have 
been especially built for nanyang (overseas) 
Chinese. When walking along the coastal 
boulevard of Xiamen on a fine day it is 
possible to see one of the small islands lying 
off the coast of Taiwan, in the past, artillery 
based on this island would bombard the 
mainland, but memories of those times are 
not a fashionable topic of discussion 
nowadays. Dish aerials enable the reception 
ofTai waneseTV. Thesimplistic propaganda 
of former days has made way, on both sides, 
for a more subtle coverage that is suited to r 
the improved lines of communication. ^ 
During my recent stay in Xiamen it was 
announced that a cargo service would soon 
start and that the local government would 
open an office in Taiwan to prepare for sea 
and air passenger services. The extremdy 
up-to-date airfield opened this spring on the 
edge of Xiamen city has been designed for 
a much greater capacity than inland traffic 
would demand. 

'The growth of prosperity in the special 
economic zones is very unequally divided. 

I have already discussed the lifestyle of the 
new elite. The life of the rapidly growing 
middle class, mostly reasonably educated 
young people who work in offices or in the 
service industries, is also fairly comfortable. 
Less visible are the lonely migrant workers, 
mostly males, who have managed to reach 
these poles of growth and ate usually.hidden 
fromoutsideeyesinworkshopsandfsettHies. r 
Their dream is that after a few yean their'^ 
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families will be aUe to joiii diem. They live government deems that the lime has come To prevent any further erosion of the 
very finigaliy and maiage to send a sizeable to start a campaign This applies dso to other nationwide unity concept the leadership has 

part oftheir meagre wages back home. Their forms of transgression of civic or socialist recently rc-empha.sised the primacy of the 

working conditions are d^lorable but no conventions. party, a signal that is seen as confirming the 

trade union is willing to fight for a beUcr The increased number of beggars is not supremacy of the principle of centralised 
Ideal for this army of casualised workers, considered a direct threat to peace and order authority, lixisting growth poles are going 

^Union officials are mostly preoccupied with as is the growth of criminality, but they do toretainlheiriicadslart.Itwasnocoincidence 

employees in the public sector enterprises, form a public nuisance. The aged, adults and that, immediately after theTianenmen Square 

the large majority of which face great children, sometimes with the help of babies ‘affair’in 1989, a gigantic board was erected 

difficulties because it is impossible for them or cripples, make a continuous call on the on a busy intersection in down-town 

to compete with private businesses‘that compassion of their fellow ciiicens. Young Shenzhen with a portrait of Deng accom- 

employ much cheaper contract labour on a people in particular seem to be annoyed by panied by his promise that the economic path 

hire-and-ftre basis. Older public sector this show of neediness and also in that had been entered upon would not be 

employees in particular are rejected as contemporary China the customary remarks changed in. at least, the coming hundred 

superfluous, dismissed with a pitifully small about such wrctche.s are heard again and years. That motto is still kept alive. The party 

monthly payment that is only sufficient to again; that they are just too lazy to work, mandarins in Beijing appeal to nationalist 

keep them for a few days. The visible return that the majority come from regions sentiments while pursuing a political- 

of a class of paupers is, therefore, not to be specialising in this kind of trade, that those economic regime that derives its inspiration 

attributed solely to the influx of poverty- rags arc only their working clothes, that they from the example of Singapore, it remains 

stricken peasants from stagnating regions in refuse food gifts, iliat they own the best tnhescen. however, whether what has been 

the hinterland to the special zones. It is also houses in their village, etc. a success for an autocratically-led city-state 

due to the discarding of workers in state- Socialinequulilyis visibly increasing and will also be a feasible model for an enormous 

owned indusliies on a massive scale. Not so oncofitsmostimponantdimensionsconccms subcontinentwithiiunicrouscentriiugal forces, 
long ago this was the proud core of the thb growing disparities between regions. It The recent ukase which denies any linkage 

proletarian vanguard. In Shantou I spoke is against this hackgiound that I would make between economic growth and a transition' 

with an old factory hand who had been a few concluding remarks regarding the to political democracy indicates a continu- 

summarily sacked by his public sector boss reunification of Hong Kong with China. The aiion of the hard line to which Hong Kong 

afterdOyearsofempioyment. There was no former crown colony will be recognised .as willulsobcsubjected.Therewillhcnoscope 

money for a pension and so he and his wife a special zone and has in fact already become for freedom of opinion and opposition. And 

now have to depend on selling cigarettes in so through its economic and otherties. Rising even though the democralic achicvcmcpts in 

the street. With tears in his eyes he told how costs of labour in an enclave such as latc-colonial Hong Kong should not be 

a few days earlier he had been robbed by Shenzhen, howcvi-r, make it necessary to exaggerated jn that much notice has never 

some young hooligans who had snatched focus attention on a second and far greater been taken of the popular will, the fact is 

away his ambulant merchandise. circle of development. In the south-east the that after July I the political situation will 

Petty theft has become a major problem, provinces of Guuiulong and Fukian have certainly not improve Human rights do not 

Mugging and breaking-and-entering are attractedthcinicrestofHongKongcapitalisis. ruiinupupularsuhjcctoUlisciissioiiinrhina, 
everyday matters. Those who live in urban This broadening of the market in the even in non-official contacts, 'fhe critical 

apartments try to defend their houses against hinterland explains why the business elite of voices of dissent utidcrslundahly keep a low 

burglars by covering their front balconies Hong Kong teci quite confident about the profile towaids outsiders while the reactions 

with iron gratings, causing a bliKk of flats future. This applies in a far lesser degree to of the m:iii-in-ihc street willing to talk at all 

to look like a stack of bird cages. Just as in the working classes. And for good rca.sons. range Irom discouraging (mind your own 

the cities of Europe, women in Shenzhen Industrial employment in Hong Kong, business) to u.s.scrtivc (look at yourselves), 

keep a tight hold on their handbags and warn principally gamienls and electronics, faces The meagre scope that is available forarticu- 

oneanothernottowcarornainentsinpublic. a bleak future. Employers arc already lating deviant opinions explains why it is 
Nothing more is heard about the formerly preparing to move their industries into the necessary tor the critical documentation on 

much heralded honesty which was part of hinterland where production costs arc more a wide variety of .social nvivemems in main- 

the socialist etlKis. Even more threatening advantageous and market outlets arc nearby, land China, built up over a number of years 

to public morality than thieving is the To be sure, a far larger outlying area in major by dissidents and activists, to be shipped out 

enormous growth of corruption. This mode parts of western and central China will lag of Hong Kong as quickly as possible. As in 

of greasing the wheels of the economy has behindinthedevelupmentprocess.howcver, the case ol the cultural artefacts exhibited 
become a barely concealed means by which apart from supplying cheap labour to eastern in wc.stcrn mu.scuins, the return of .such a 

civil servants arc able to .supplement their China. This differential growth pattern will collection could be a subject of consultation 

modest salaries and in that way manage not need to be of great concern to the central - not immediately but later and, naturally 

to be completely outdone and overruled by government. even then, on condition of open access, 

the freem^et operators. Public indignation 
regarding such misuse of power by both 
high-ranking and petty officials seems to be 
greater than when the fraudulent handover 
of mon^ is restricted to transfers between 
private citizens. The lack of any outlet for 
public displeasure in the media is counter¬ 
productive in termsof social legitimacy. The 
press, which has to toe the official line, only 
makes mention of corruption if the 
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New Products, New Prices 

Wiahvas Rane 

In the last year, there has been a sharp increase in the number of 
new brands and packs of old products priced much higher. The 
absence of a sharp rise in prices of old products does not mean that 
the consumer is spending any less on drugs. 


INSTEAD of considering the number of 
products that have shown a rise, it is more 
rational today to consider the number of 
packs that have shown a rise or decline in 
prices, because normally there are two or 
more packs of every product and prices of 
all the packs do nut recently change. The 
period considered i s one year of Uni ted Front 
govemnK’nt.ie.roughlyMarch 1996to April 
1997. From Table 1 we can find that only 
1 .OS per cent of the packs have shown a price 
rise of over 50 per cent. This clearly shows 
that during the last year there were no sharp 
price ri.se.s as we had witnes.sed earlier. Some 
15.25 per cent of the product packs have 
shown a price rise, 5.44 percent have reduced 
their prices and in 79.32 per cent of product 
packs, prices have remained the same. 

Some 15 per cent of the packs have shown 
a price rise. The list of products showing a 
price ri.se of over 50 per cent is as i n Table 2. 

The priceofthe mostintensivciy promoted 
and commonly used analgesic anti¬ 
inflammatory Crocin tablet and syrup has 
been hiked by 26 per cent and it is the 
costliest brand or Rs 4.90 for 10 tablets and 
Rs 14.36 for 60 ml .syrup. Among NSAIDs, 
Ranbaxy has hiked the price of naproxen 
(Attagen) by 30.89 per cent and Wockhardt 
has increased their piroxicam (Braxic) by 
30.90 per cent, Indomethacin (indocap) of 
Jag.sson Pal by 21.05 percent, and diclofenac 
+ paracetamol combination Oxalgin-DP of 
Cadila Health Care increased by 28.55 per 
cent. Orphenadrine (Orphal of Biddle 
Sawyer) for Parkinsonism increased by 28.93 
per cent. Strangely enough, the price of 
Piratam (piracetam^ product of doubtful 
efficacy for mental TCtardation in children 
has been hiked by 59 per cent for both tablet 
and syrup. The price of Diclofenac gel (Jonac 
gel of German Remedies) has gone up by 
35.44 per cent and Myolaxin sports of Geno 
by 40.59 per cent. 

Among hormones, aqueous tcstastcrone 
(Aquaviron of Nicholas) cost Rs 1.48 in July 
J 980 (M/MV Vol 1, No 1) and today the price 
is Rs 25.50 - a rise of 1623 per cent or the 
price has gone up by 16.23 times in 17 years. 

.^The danazol prices have been marginally 
reduced by Win Medicare (Gonablok) but 
the most popular brand Danogen of Cipla 
remains at Rs 759.90 for 30 tablets of 200 
mg. This works out to Rs 6,839.10 fora three 
month treatment. The prices of oral 
contraceptiveTriquilarofGerman Remedies 
has increased by 24.19 per cent, that of 


ovulation inducer Corion of Win Medicare 
by‘39-44 per cent and Pergonal-75 of Serum 
Institute by 21.95 per cent. Insulins (Knoll) 
have become costlier by 34.03 per cent and 
the most commonly ne^ed Pitocin of Parke 
Davis has gone up by 184.12 per cent. 

Among the antibiotics, priceofamoxicyllin 
.syrup (Amoxivan of Khandelwal) has 
increased by 38.24 per cent and of the most 


popular brand Mox of Ouffic iqt 24.7! per 
cent and of Cephalexin 250 mg (Ce|4iaxin 
of Biochem by 68.37 per cent. Antl-tuber- 
culous pyrazinamide has become costlier by 
20 to 25 per cent though Rifampicin price 
has been marginally reduced. 

Newadrup for gastric andduodenal ulcers 
are coming in and thus the prices of famoti¬ 
dine and lansoprozol have bent reduced - 
Famonit of Cadila Health Care by 45 percent 
and Lanzol 30 of Cipla by 22 per cent. 
Systopic has reduced the price of Amcard 
(Amlodipine) by 61 per cent, Boehringer M 
has reduced the priceofCalaptin (Verapamil) 
by 22 per cent, Hytrin (terazocin) of Abbots 
by 34 per cent. Salazopyrin-EN of Wallace 
(sulphasalazine) by 33 per coit, Centron 
(oral contraceptive) of Toijrent by 55 per 
cent, Aldactone (diuretic) df Searie by 21 
per cent, SeentI (secnidazole) of Rhone 


Table I: Price Rise Analysis - April 1996 to March 1997 


Category 

Ptoduct/Pack 




Prices 



System 


Reduced 

I 

Increased 
-5-3— 

4 

Same 

Alimentary 

157/280 

17 

12 

21 

18 

3 

209 

Percentage 


6.07 

4.29 

7..50 

6.43 

1.07 

74.64 

Cardio vascular 

20.3/479 

25 

47 

19 

20 

10 

358 

Percentage 


5.22 

9.81 

3.97 

4.18 

2.08 

74.74 

Musculo-Skelctal 

112/192 

8 

13 

8 

13 

- 

ISO 

Percentage 


4.17 

5.77 

4.17 

6.77 

- 

78.12 

Central-Nervous 

177/.365 

26 

16 

22 

16 

1 

284 

Percentage 


7 12 

4.38 

6.03 

4.38 

0.28 

77.81 

Hormones 

86/147 

13 

19 

9 

10 

- 

96 

Percentage 


8.84 

12.93 

6.12 

6.80 

- 

65.31 

Genito-urinary 

68/101 

9 

6 

3 

3 

2 

78 

Percentage 


8.91 

5 94 

2.97 

2.97 

1.98 

77.23 

Intections Antibiotics 

.380/1034 

50 

35 

28 

.33 

to 

898 

Percentage 


4.74 

3.32 

2.66 

3.13 

0.95 

85.20 

Nutrition 

200/370 

17 

19 

27 

13 

5 

289 

Percentage 


4.59 

5.14 

7.30 

3.51 

1.35 

78.11 

.Respiratory 

107/217 

4 

17 

13 

14 

3 

166 

Percentage 


1.84 

7.83 

5.99 

6.45 

1.38 

76.51 

Ear-Nose-Throat 

42/53 

5 

5 

3 

2 

2 

36 

Percentage 


9.43 

9.4.3 

5.66 

3.77 

3.77 

67.94 

Eye 

74/93 

7 

2 

7 

2 . 

, 

75 

Percentage 


7.5.3 

2.15 

7.53 

2.15 

- 

80.64 

Allergic 

34/71 

5 

5 

2 

2 

- 

57 

Percentage 


7.04 

7.04 

2.82 

2.82 

- 

80 28 

Skin 

122/230 

20 

14 

10 

6 

3 

177 

Percentage 


8.70 

6.09 

4.35 

2.61 

1.31 

76.95 

Metabolic 

63/85 

6 

2 

6 

2 

- 

■ 69 

Percentage 


7.06 

2.35 

7.06 

2.35 

. 

81.18 

Surgical 

36/115 

- 

2 

5 

1 

2 

105 

Percentage 


- 

1.74 

4.35 

0.87 

1.74 

91.30 

Diagnostic 

Percentage 

M/21 

* 


• 

• 


21 

100.00 

Dressing/appliances 

6/23 

- 

- 

- 

1 

- 

22 

Percentage 

- 


- 

- 

4.35 

- 

95.65 

Total 

1878/3896 

212 

214 

183 

156 

41 

3090 

Percentage 

Total 


5.44 

5.49 4.70 4.00 

594/15.25 percent 

1.05 

79.32 


Data from MIMS issue April 96 and March 97. 

I - price rise less than 10 percent 

2- price rise between 10 and 20 per cent 

3- price rise between 21 and 50 per cent 

4- price rise over 30 per cent. 

How to read: first line-AliinenUiry: There are IS7 products with 280 different packs. The prices of 
17 packs have been reduced, 12 pocks show a rise less than 10 per cent, 21 packs 
rise between 10-20 percent, 18 packs rise between 21-30 per cent and 3 packs show 
a rise of over 50 per cent. Underneath are the percentages, which mean-6.07 per 
cent pocks show decline in prices, 4.29 per cent packs show a riseofless than lOper 
cent and so on. 
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Economic aid IfoKrical .WMUy.. 



TAtu2 


Ta*u4 




Per cam 

Antacid 

(Siloxogene-Searle) 400 ml 

80.23 

Enzyme 

(Digeplex drops, Raliis) 

82.99 

@ 9 “ 

(Cmzyrae-Gmo) lOOmI 

62.41 

(BeudoC'Asira IDL) by 

71.27 

(Lonol-Kbandelwal) 25 mg T 

72.95 


SOmgT 

73.15 


100 mgT 

111.85 

Peripheral 

(Dovadilan-Duphar) Inj 

76.06 

Vas^lator 

(Vettigon 75-Oeno) Tablet 

113.79 

Andhypotensive 

(Perazopiess, Sun Pharnvr) 

55.99 

Ande^leptic 

(Dilantin Suspension-Parice Davis) 

246.76 

NASIO 

(Movon-20-Ipca) Tablet 

87.50 

MBKle Relaxant 

(Duodil-Duphor) Tablet 

85.81 

Uterus 

(Pilocin-Pi^e Davis) Inj 

184.12 

Antibiotic 

(Lynx Lincomycin Wallace) 60 ml 

7249 


(Poraxin-Boehringer M) 

62.95 

AntiTB 

(Mycobutol - Cadila) 400 mg T 

50.82 

Eihambutol 

(Themibutol - Themis) 200 mg 

104.65 


4(X) mg 

73.40 


500 mg 

61.12 

RifampiciiH-INH 

(Rimpihah 300-Lyka) 

62.18 

Anthelmintic 

(Albczol - Khandelwal) Tablet 

50.15 


10 mi 

52.21 


(Vermisol-Khondetwal) 10 ml 

63.27 

Nutrition 

(Altone-Albert David) 

52.81 

Hj^ials 

(AlaminSE-AIbert David) 

133.77 

(Astymin 3) Tablets 

422.17 


(Supradyn-Sambhai) 

51.28 

Food product 

(Recupex-Wockhardt) 

50.00 

Respiratory 

(Doxaprom-Khandelwol) S ml 

82.94 

Cough, expectorant 

(Daslin-Searic) 100 ml 

60.22 

(Phensedyl expecioront-Rhone Poulene) 

86.55 

Nasal drops 

(Beclate Nasal spray-Cipla) ' 

53.00 

(Tyein-Mcrind) 10 ml 

84.00 

Topical anti-infective 

(Ziula-G-Cufric) IS g 

100.58 

Topical steriod 

(Eczo-Wokadine-Wockhardt) 

154.75 

(Wycort ointment-Wyeth) 

103.29 

Pre-anaesthetic 

(Calmese inj-Themis) chem 

142,57 


(Glycopyrrolaie-Khandclwal) 

93.91 


Table 3 

Rs 

Deephorma 

Amonate-amoxycillin-t-Caluvanilic 6 C 

138 


Ceftrax-Ceftruaxine 2S0 mg vial 

53 


Ce»n 220 Cetrizine 10 T 

10 


Cedrox Cefadroxin 500 mg 10 C 

125 


Oflin Ofloxin 100 mg 10 C 

105 


ZodicP Diclofenac-t-poracetamol-Kblorzoxazone T.. 6 

40.80 

Sunpharma 

Sparlox-Sparfloxocin 6 T 

154.50 

Keepharma 

Serato-M antiinflammatory 10 T 

32.50 

Cipla 

Fincar Finasteride 10 T 

85 

Imusporin graft rejection 250 mg 50 

975 


500 mg 50 

1,850 


1000 mg 50 

3,600 


Impravent 2(X) metered dose 

146 


Respirator solution IS ml 

24 

Mesco 

Arnate antimalarial 12 T 

180 

Lyka 

Oftidine Ceftazidine 500 mg vial 

95 

Lycefl Ceftriaxone 250 mg vial 

55 

Wallace 

Cisawal cisapride 10 mg 10 T 

31 


Fusiwal Sodium fusidate 5 g 

22 

Torrent 

Dandruf Shampoo 30 ml 

55 

BDH 

Dronate OS Neoplastic 10 T 

217.39 

Albert David ^ 

Enierodix Nalidixic acid 500 mg 10 

37.49 


Enietodix-M (nalidixic SOO+Mctro 200) 10 

27.79 

Cadila Health Cue 

Mark the dispuity in prices Falcigo antimalarial 1 vial 

til 

Milmet 

Ketlur allergy 5 ml 

26.50 

Khandelwal 

Lastet Lymphoma 5 ml 

274.86 

Iitfu 

Nuvir Mate hormone 15 T 

95.90 

Indoco 

Osteoflom MR (diclofenac4-para4chlorz) 10 

35 

Max 

Piostin VT Cardiac a ml 

7,678.75 

J||iemUehem 

Hmm Institute 

Prolhicid prothionomide 10 T 

124.60 

Seraccel Heart lung machine SOO ml 

129 

Cetman Remedies 

Styptin Hormone lOOT 

293.86 

Tablet Ind 

Tistigmin Mysteenia gravis 10 

40.45 


(PaiseAabUi) 


ASA SO German Remedies 

50 mg 

63 

Aspicot Concept 

80 mg 

22 

Colsprin too Reckits 

100 mg -H-* 

IS 


325 mg ++ 

19 

Disprin Reckits 

350 mg ++ 

22 

Micropyrin Nicholas 

350 mg ++ 

24 


Poulenc reduced by 24 per cent. 

Among the anti>amocbics, prices of 
Alfumet (a combination of inetro-nidazolci 
furazolidone and polysiloxane) of Albeit 
David has gone up by 38.29 per cent, 
Dependal-M of Smith Kline by 33.08 per 
cent. The price of anti-malarial Cloquin inj 
(cbloitK]uin)of Indoco has gone up by 30.37 
per cent, Emquin liquid of Merck by 25.36 
per cent and Malocide (sulphadoxine and 
pyrimethamine combination) increased by 
Torrent to 32.05 per cent. Likewise the price 
of Rimodar of AFD has gone up by 37.07 
per cent. The only medicine for kala azar. 
Sodium Antimony Gluconate has become 
costlier every year and today a 30 ml vial 
costs Rs 81.25, the total cost of treatment 
coming to Rs 976.00. 

Among tonics and haematinics, Altone of 
Albert David leads by increase of 52.81 per 
cent, followed by Bayers tonic by 29.28 per 
cent. Prices of plastules BI2 of Wyeth has 
gone up by 35.94 per cent of Omilcal of 
Francho-Indian by, 20.75 per cent, Osto- 
calciumofGlaxoby 19.37 pcrcent,of Peditral 
of Searle by 26.22 per cent, Soyal of FDC 
by 33.23 percent, TTieragran-M of Sarabhai 
by 51.28 per cent, MNl of USV by 40.12 
percent, SurbexT of Abbot by 27.93 per cent 
and Vidaylin syrup of Abbots by 27.71 per 
cent. Besides these pnccs of ines.scntial tonics, 
the expectorants loo have gone up - coscopin 
linctus of Biological Evans by 39.34 per 
cent, Daslin of Searle by 60.22 per cent, 
Exiplon of Khandelwal by 23.29 per cent, 
Lupihist ofLupin by 44.58 per cent Rinostat, 
liquid of Searle by 23.84 per cent. Terpext 
expectorant of Themis by 36.92 percent and 
Zedex of Wockhardt by 16.85 per cent. 

Nearly 5.44 per cent packs have shown 
a decline in prices, but a majority of these 
arc sales tax rc-adjustments. All reductions 
of tess than 10 per cent arc mainly due to 
sales tax adjustment. Formerly the MRP was 
inclusive of sales tax, whereas lately it has 
been made as exclusive of sales tax. Ihe only 
true reductions are in anti-ulcer drugs, and 
ciprofloxacin. 

Since the last two years new products are 
being introduced at high prices, henceoverall 
price rise docs not register. During 1996-97, 
64 new products have been introduced of 
which 34 are already highly priced (Table 3). 

What justifiadion can the drug controller 
give for this state of affairs? Many such 
examples could be shown, where the high 
priced products are promoted through high 
priced product promotion. 
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Bhabatosh Datta 

(February 21,1911 - January 11,1997) 

Amiya Kumar Bagchi 

Bhabatosh Datta's writings, spread over a period of more than 50 
years, show that he never deviated from a vision of an economy 
which would deliver both equity and efficiency, and a policy-making , 
framework which would include public intervention and legislation for 
correcting failures of equity as well as for market failures more 
narrowly defined. 


BHABATOSH DATI’A belonged to that 
generation of Indian economists who 
regarded national planning as a sine qua non 
of economic development in an independent 
India, and devoted the major part of their 
professional writings to the illumination of 
problems of planning and development. A 
large proportion of Datta's writings made 
their first api>earance in the pages ol the 
Economic Weekly and the Economic and 
Political Weekly. He was also a legendary 
teacher. All of those who have been fortunate 
enough to attend his lectures in the class¬ 
room or at seminars and conferences recall 
with pleasure and-something akin to 
veneration his consummate exposition of 
issues in all areas of economics in which he 
took an active interest. During the years from 
1984 to 1994 he used also to give an annual 
exposition (in Bengali) of the I ndian budgets 
presented in those years under the auspices 
of the fortnightly, Praiik.Khan. However, this 
does by no means exhaust the range of Datta's 
interests and activities; he acted as an 
administrator of highereducation at the apex 
level, wrote on education, on personalities 
he had known, on various aspects of his own 
life, on the history of economic thought, on 
the cuisine of Bengal and other regions of 
the world, and a variety of other subjeets. 
But he strictly let alone subjects on which 
he could not claim to be .some kind of an 
authority; while his interests were varied, he 
was no dilettante. 1'hi.s necessarily brief' 
narration of his life story will concentrate 
primarily on his activities as an economist, 
with an occasional glance on his role as an 
administrator, and policy advisor. 

Bhabatosh Datta was born on February 
2I. I911 in Patna. His parents were Hemcndra 
Kishore Datta and Jogmaya Datta (nee 
Gupta). Hemcndra Kishore was. at that time, 
profcs.sor of chemistry at the Bihar National 
College. Bhabatosh Datta attended school at 
Daulatpur in the then Khulna district, at 
Myinensingh and at Dhaka (all these places 
arc part of Bangladesh today). At Dhaka, he 
co-edited the school magazine with 
Buddhadeb Bose, who went on to become 


one of the leading poets of his generation, 
and the editoi of perhaps the most important 
Bengali poetry magazine of his times, viz, 
Kabitapatni. Thus Datta’s literary interests, 
which blu.ssomcd in his later life, had early 
roots. (His mother was an important influence 
in shaping the elegant Bengali pro.se and the 
occasional verses Datta wrote.) 

He passed the Intermediate Arts 
examination IromJagannath College, Dhaka, 
where he had Sachin Chaudhuri, the founder- 
editor of the Economic Weekly and its 
successor, the Economic and Political 
Weekly, briefly as his teacher. From Dhaka 
he went to Calcutta where he passed his BA 
examination (with Honours in Economics 
and Political Science) in 1930 and MA 
examination in Economics (in 19.32) as a 
student of Presidency College, and the 
University of Calcutta, with uniformly 
brilliant results. 

In those years of the depression and severe 
retrenchment of public expenditure by the 
colonial governincnt, it was not easy even 
for a person of Datta’s calibre to get a job. 
He has narrated his experiences in job-hunting 
in his characteristic humorous and self- 
deprecating style, in one of his Bengali 
collections (poignantly called Tuma.si 
because the collected pieces were written 
after he had gone blind). After working for 
brief periods at Chittagong Government 
College and Burdwan Raj College, he found 
a more suitable appointment at Ripoti 
College in Calcutta (which is now known 
after its founder, Surendranath Banerjea, as 
Surendranath College). There he had a 
remarkable set of colleagues who included 
his old schoolmate, Buddhadeb Bose, the 
poets Bisiinu Dcy and Ajit Datta, the novelist 
and critic Pramathanath Bisi, Bimalaprasad 
Mukherjee, the historian and litterateur, 
Nandalal Ghosh, the mathematician, 
Rahindranarayan Ghosh, the principal and 
a celebrated teacher of English literature, 
and Hiren Mukherjee, the historian and 
communist patty activist. ThefamousEnglish 
literary critic, Humphry House, also joined 
Ripon College after leaving Presidency 


' College but this occurred after Datta had left 
Ripon to join Islamia College, (today’s 
Maulana Azad College) in Caleutta. ’The list 
of Datta’s colleagues would indicate that 
Ripon College nurtured many professon 
who were against the establishment of),^ 
time, including the British colonial i 
government. While Datta was not directly 
involved in the freedom struggle, he had 
many links with nationalists of all hues - 
from Gandhians and swarajists to 
revolutionaries. His father's older brother, 
Nagendranath Dana spem many yean in 
British jails as an activist in the nationalist 
movement, and Dinesh Gupta, the 
revolutionary, was a friend from Datta’s 
school days. Bhabatosh Datta was married 
to Amala Basu on May 4, 1939, while 
working at Ripon College. Amala Datta was 
his constant companion thereafter till her 
death in 1989. 

At Islamia college. Sheikh Mujibur 
Rahman, the Bangabandhu ('the Friend of 
Bangladesh*), was a student when Datta wa^ 
a teacher. Datta lived through the territ>i^ 
Calcutta riots of 1946, and wrote movingly 
about both the cate the predominantly Muslim 
students of the college took to ensure the 
safety of their Hindu professors and the 
senseless cruelty both Hindus and Muslims 
displayed against people who were 
suppoiiedly of adift'erent faith. (Datta himself 
remained an atheist or agno.stic all his adult 
life.) From Islamia College, he proceeded 
to England in 1948 on a study leave grant 
of the government and finished his doctoral 
dissertation at the London School of 
Economics in the remarkably short period 
of two years. This dissertation was revised 
by him and published in Calcutta in 1952 
as The Economics of Industrialisation. CK\ 
his return from England he joined thW 
Presidency College, as a professor of 
economics. In 1953 he went to the IMP as 
chief of the south Asia division. He had a 
permanent appointment but he and his wife 
decided that they should return to India. He 
later wrote down some of the reasons for 
reluming to India: if he spent his life as an 
otTicial of the IMF, he would havetoconform 
to the official ideology of that body whether 
he liked it or not: moreover, living in the 
US, they would be always regarded as at best 
second-class human beings. He returned to 
Presidency College in 1956 and taught there 
until 1962 when he movedoverto the Writers’ 
Buildings, the secretariat of the government 
- central and later, provincial - since the 
days of the East India Company, as director 
of public instruction. He became secretary 
of education, government of West Bengal 
in l%5,and retired fromthatpost.Inbetweei'v 
he served as a member of the Fourth I^nancB,' 
Commission. It was typical of Datta’s 
modesty and of his high sense of the duties 
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of dM lb later sbibMU have given 

aalttf reason fbrleavii^forinal teaching that 
he was not aUe to keep up with advances 
in economic theory and that younger people 
would be required to teach the students 
^property in th^fnmtierareas of knowledge, 
jlnlie Presidency College, Calcutu, however, 
honoured him by appointing him as an 
Emeritus Professor for life. 

Datta began acting in an advisory role to 
the government of West Bengal from his 
days in Presidency College. Between 1959 
and 1962 he was chairman of a board of 
economic affairs constituted by the 
government. A little later, he also acted as 
chairman of a price enquiry committee 
appointed by the government, the report of 
which was never officially published. 
Between 1969 and January 1972 he was a 
member of the Banking Commission (the 
Saraiya Commission) appointed by the 
government of India. He was the chairman 
oftheFact-PindingCommitteeon Newspaper 
Economics between 1972 and 1973. He was 
f a member of the editorial committee under 
whose guidance the (official) History of the 
Reserve Bank of India (1970) was written. 
In the 1970s he was also a member of the 
Central Board of Directors of the Reserve 
Bank of India, the industrial Development 
Bank of India, and was a director of the 
Industrial Reconstruction Corporation of 
India. For a brief while he was also a director 
of the Life Insurance Corporation of India. 

From the late 1970s his services were used 
by the government of West Bengal in a 
number of directions. He was approached 
by the government to advise on its stores 
purchase policy and laid down the guidelines 
for the policy to be pursued. He was chairman 
of the Commission for Planning of Higher 
[ Education, which submitted its report in 
1984. In the same year, the Calcutta 
Metropolitan Development Authority 
constituted a committee for development 
plans with Bhabatosh Datta as chairman. 
Some time later, Datta resigned from the 
committee because of unresolvable 
differences over policy; the ministers and 
officials of the government of West Bengal, 
however, continued to seek his advice on 
many issues of planning and finance. 

Besides acting as an advisor on various 
aspects ofeconomicpolicy and govemmottal 
planning, Datta was also involved in the 
planning, and administration of higher 
education. He played an important part in 
the early day s of the Indian Council of Social 
Science Research and left a memorable pen 
poitraitofJPNaik, its first member-secretary: 
he was a member of a committee whose 
recommendations led to the founding of the 
f Centre for Studies in Social Sciences. 
Calcutta, and he was the first chairman of 
the board of governors of that institution for 


nine years, after which he stepped down, 
pleading old age and impaired health. He 
also served for many years as the chairman 
of the Ranunohan Roy Library Fdundttion. 

Bhabatosh Datta was not just an advisor 
to governments, however. Through bis stream 
of articles and books, and his participation 
in the electronic media, he also acted as a 
concerned citizen advising the intelligent lay 
public. Through these activities he came to 
enjoy a respect which is rarely accorded to 
a mere economist. 

In 1989. Bhabatosh Datta lost his wife, 
Amala, his companion for SO years, to whom 
he had dedicated his autobiography (in 
Bengali) At Dashak (Eight Decades) only 
the preceding year. The Dattas had no 
children, but reared the children of their 
caretaker with the same care as other people 
bestow on theirownchildren. Hehad already 
lost his youngest brothcri while still a boy, 
and another brother. Chittatosh, who had 
been a professor of botany in Presidency 
College. In 1991 he began losing his eyesight 
and by 1994 he had gone completely blind. 
His last surviving sibling, his sister.Maitreyi, 
predeceased him. But he wrote incessantly, 
by having budget statements, economic 
surveys, daily news read to him by a scries 
of readers, and then dictating to an amanuensis 
or typist. He faced the near prospect of death, 
with a brave, almost insouciant sense of 
humour. In a short piece in Bengali, 
‘ Akashastha Niralamba', he wrote that if the 
soul is what the verses recited during a Hindu 
shraddha take it to be, namely, that it is an 
unattached entity dissolved in the sky without 
any support, then what is the point of trying 
to rescue it? It had already reached the ultimate 
freedom that is desired by every human 
being. In another piece he declared, “I will 
not admit defeat |ai the hands of blindness 
and bereavement) as long as 1 can fight”. 

It is a foolhardy task to try and convey 
even an approximate idea of the enormous 
rangeof Datta’s writings. Most of the articles 
he wrote in the 1990s in Business Standard 
and other daily papers remain uncollected. 
A bibliography ot his books and collections 
of articles is appended at the end. His first 
book-length study was in Bengali, 
Dhanabigyan, first edition, 1944, in the 
Visva-Vidya Sangraha series of Visva- 
Bharati. This already set out his basic 
perspective in economics, which derived 
from Adam Smith and proceeded through 
lifted Marshall and A C Pigou. 

^ ^is book concentrated on the problem of 
value rather than distribution but already 
recognised that jhe market mechanism could 
not take care of basic objectives of a sane 
society without some help from public 
authorities. The second edition of this book, 
a masterpiece of lucidity and compression, 
was published in 1981. For this edition, he 


added, among others, a chapter on economic 
development and planning and dealt 
explicitly with the welfare of,society along 
with that of individuals conceived as atoms. 
His writings, spread over a period of more 
than 50 years give the impression that he 
never deviated from a vision of an economy 
which would deliver both equity and 
efficiency, and a policy-making framework 
which would include public intervention and 
legislation for correcting failures of equity 
as well as for market failures more narrowly 
defined. The closest ideological affiliation 
one can think of in Datta's work was with 
proponents of moderate, Fabian or Swedish- 
style social democracy rather than of 
orthodox, Marxisl-style socialism or neo- 
liberal market fanaticism. 

1 will here confine myself to a brief sketch 
of some of the more interesting arguments 
advanced in Datta’s Economics of Indus¬ 
trialisation, of which he published four 
cditions,in 1952,1957, I960 and 1966, and 
which embodied, among all his writings, the 
most su.stained argument about issues of 
economic development. 'Fhc first edition of 
the book contained 14 chapters, entitled 
‘Employment approach in economic policy'. 
‘Employment and income in an under¬ 
developed economy',‘Disguiscdunemploy- 
ment’. ‘1'heseasonal problem’. ‘Thesurplus 
agricultural population', ‘The .secondary and 
tertiary occupations', ‘Changing the 
occupation structure', industrialisation and 
population growth’, 'Industrialisation: 
Problems of choice’, ‘Problems of skill- 
formation’, 'Estimating the capital- 
requirements', ‘The supply of domestic 
savings'. ‘Capital imports and debt service’ 
and ‘Epilogue’. Datta revised the book for 
the later three editions. However, the most 
imporlanl revisions occurred in the second 
edition: the first two chapters had new titles 
with addition of .some new material, viz, 
'Approaches in economic policy’, and 
'Fluctuations in employment and income in 
an underdeveloped economy', and a new 
chapter, ‘Cirowth of employment and 
income’, followed these two. Near the end, 
the materials of the earlier chapter. ‘Capital 
imports and debt .service', were distributed 
between two chapters, ‘Foreign capital’, and 
'The balance of payments', which, of course, 
contained much new material as well. 

It will thus be seen that Datta's magnum 
opus contained an analysis of virtually all 
the problems plaguing an underdeveloped 
economy. While the titles of some of the 
chapters were altered as mentioned above, 
the perspecti veon objccli ves of development, 
and the in.struments to be used to attain those 
objectives did not change. 'The centrality of 
the objective of full employment for the 
economy and for everybody separately 
was emphasised repeatedly. While Datta 
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recognised (he in^propriateness of purely 
Keynesian anticyciical policies forconecting 
the ills suffer^ by an underdeveloped 
economy, he was conscious that a market- 
guided economy would also need such 
policies. However, in Datta’s view, the 
imminence of the problems of inflation and 
of balance of payments deficits resulting 
from any major thrust in investment 
expenditure overshadowed problems of 
short-term stabilisation. 

Datta empba.sised repeatedly that in India 
and other underdeveloped economies a 
cyclical downturn or a slow-down in the 
growth process would take the form of a 
contraction of income rather than of 
employment as measured in advanced market 
economies for two different, but related 
reasons. First, since market-related activities 
are very often only an extension of household 
work and since the latter still provided the 
basic .subsistence needs, people would revert 
to so-called .self-employment and subsistence 
production ifdemand conditions madedircct 
operations in the market un viable. Secondly, 
the prices of goods and services offered 
outside the so-called organised sector are 
demand-determined, so that a contraction in 
demand would often result in lower prices 
for, such goods and services and hence for 
the people operating in it. Thus demand 
depression or slow growth need nbt lead to 
higher open unemployment, especially in 
regions and sectors in which subsistence 
production or self-provisioning still remains 
important. Many analysts marvelling at the 
lowness of measured unemployment as 
thrown up by an analysis of N,SS data have 
still not grasped the point that low-wage 
casual employment and self-employment 
would forestall open unemployment without 
alleviating the precariousness of the living 
conditions of the poor. 

Datta was insistent that a long-term solution 
to the problem of poverty and employment 
yielding an income that supports an existence 
fit for human beings would require a basic 
change in the occupational structure towards 
manufacturing and away from agriculture. 
He linked up the question of changes in 
occupational stnicture not only with increases 
in productivity but also with the need to 
provide for a much larger population in 
future. He argued cogently that even without 
measures to increa.se people's incomes or 
move people from agriculture to non- 
agricultural (chiefly industrial) occupations, 
advances in medicine and public health would 
bring down mortality, and agriculture and 
low incomes would have to carry the burden 
of a much larger population. 

Datta's Economics of Industrialisation 
contains a thorough discussion of many 
problems which are rather lightly touched 
on or left nut altogether in usual textbooks 


Of ecorwmic deveh^ttoeat. One such issue 
is that of skill formation. As in otho' areas 
ofeconomic development, Datta was careful 
to point to the role of public investment in 
this area also, paying heed not only to the 
externality involved in private investment in 
skill formation and the difficulty of 
internalising the returns but also to the 
temptation, in a cheap-labour economy, to 
use unskilled labour and labour-intensive 
methods where skill-intensive methods 
would have been more appropriate. A typical 
formiil ation of the issue by him is as follows: 
“In a laissez-faire system, the function of 
inducing factor-supplies and of improving 
factor services has to operate through the 
market mechanism, but in an economy which 
has adopted definite i ncome and employ ment 
objectives, the function has either to be 
undertaken by the state or to be apportioned 
between the state and private employers... 
An obvious solution is the subsidisation of 
entrepreneurial investment in skill-formation, 
it may be noted that both taxation of 
employees for financing state-operated 
training schemes and the subsidisation of 
private employers'training schemes mean 
basically a sharing of expenses between the 
general body of tax-payers and industrial 
owners: in the absence of adequate control, 
there is the danger that the tax may be shifted 
to labourers or consumers in the former case 
and that the subsidy may simply result in 
an increased profit margin. If subsidisation 
of entrepreneurial investment in skill- 
formation becomes a free gift to the 
entrepreneur, it can be justified only on the 
same grounds as applying to other kinds of 
subsidy, i e, when the training offered is such 
that it is not otherwise obtainable and that 
the social benefit is appreciably great" (The 
Economics of Industrialisation, ftrsteditioti, 
1952, pp 199-200). 

Throughout the book, the objectives of 
increase i n income, employment and a greater 
degreeof equity in the distributionof incomes 
are kept in the forefront of analysis. While 
firmly sticking to his conception that India 
is a mixed economy and that the private 
sector will have an important role to play 
in production, saving and investment 
decisions, Datta does not blink when his 
argument would call for a large role of the 
state in a particular sector of the economy 
or a particular area of decision-making. 

In the ‘Epilogue’ chapter Datta sum¬ 
marised what he considered to be the basic 
dilemmas of economic development and 
formulated a proposition which may be 
called Datta's Impossibility Hypothesis: 
“Quick development, domestic financing, 
parliamentary democracy and income 
equality are all desirable ends, and it would 
be good to have them alt together. But it is 
almost impossible to achieve all this at the 


s#ne Bute. .Qw 

three of these deiitabte ea^ can peibapa te 
secured together,bat not all die four. Ifcgiick 
development and domestic financing are 
taken as essential elements in the plan, there 
willhavetobeeitheradrasticfiacidortHfect 
control over cwrent consunqition, wfaied 
ultimately makes a strong and lasting one-* 
party government essential,oralargeinduoe- 
ment of voluntary saving, which implies the 
toleration, and even encouragement of 
income inequalities. A country can sacrifioe 
egalitarian ideals and have quick develop¬ 
ment, domestic financing and parliamentary 
democracy, or it can sacrifice parliamentary 
government and achieve quick devdopment 
based on domestic saving along with a 
reduction of income inequalities” (ibid, 
p 283). 

Datta hypothesised not only that the 
dilemmas or constraints posed in the above 
formulation would be binding in the long 
run, but in a pool country with a large 
agricultural sector, they would constrain 
development rather narrowly even in th^ 
short run, unless the economic planners can 
display the necessary wisdom in formulating 
and implementing policies. If the recognition 
that in an agriculture-dominated poor 
economy, inflation and balance of payments 
problems lurk just round the comer and 
pounce on decision-makers and citizens as 
soon as they try to break free in a bold 
manneristhecharacteristicofa ‘structuralist’ 
among students of economic development, 
then Datta was an early structuralist. 

Datta’s assuminion that foreign capital 
could come to the rescue of a poor economy 
suffering from shortage of finance for 
development was probably based on the 
environment of international policy 
discussion in theearly post-war world. Tho^ 
were thedaysoftheMarshall Plan forEurope, 
US-aided, though belated, reconstruction in 
Japan and the belief that the Bretton Woods 
twins would perform their designated 
function of stabilising the international 
payments mechanism, and pruvithng funds 
for development for countries needing 
the aid of the IBRD worldwide. Over the 
years Datta’s confidence in the ability or 
willingness of the international funding 
agencies or rich OEQ) governments to bridge 
.the gap between the investment needed and 
the saving voluntarily forthcoming in 
underdeveloped countries must have been 
shaken. But he never opted, either as a 
convert, or as a pessimist giving up his 
unretdised dreams, for the proposition that 
foreign capital at any price or unrestrained 
private enterprise, could somehow or other 
attain the goal of economic development 
with equity he ^stantly kept in view. 
took pains to reiterate this goal at bveiy poii^ 
at which economic policy-making seemed 
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to deviHe fhm it iit M« opei^ 
tut^inTheCoiaeitts^EeanomieGmwlh 
(1 975 . when he laid bue the ways in which 
i8lati«e|irices and hence the weights entering 
die usual measures of national income are 
j^uenced by initial distributes of assett or 
Mfl^hasingpower.einhisdetailed comment 
' mSLKirioskar'sviewsinl98i(revealingly 
entitled, in Eni^ish translation. The Heaven 
ofanlmhistrialist'.andreprimedinOmriko/t 
198S), w in his dissection of the new econo¬ 
mic policy propounded by i^jiv Gandhi’s 
govemment.heneverdeviated from his view 
that his the task of the government to govern 
honestly and that it^is incumbent on 
industridists as well as common mortals to 
obey the laws of the land. Tax forgiveness' 
or pampering the rich at any cost would not 
have found favour with him. 

In the above sketch, I have tried to con¬ 
vey an idea of his basic ‘vision’ or 
Weltanschauung, and have not attempted an 
analysis of Bhabaiosh Datta's extensive 
writings on banking and monetary policy, 

his detailed commentaries on the public 
finances of India extending over a period of 
2S years. Nor have I tried to give an idea 
of the style and content of his writings on 
Indian economic thought and economic 
writingsin Bengali inthe days of colonialism. 
These writings are important because his 
analysis of contemporary issues was always 
imbued with a deep sense of history, and 
discursive traditions i n economics or Bengali 
literature, for that matter. The task of 
illuminating these areas of his thought will 
have to be taken up by other hands. 

Bhabatosh Datta received many honours 
in his life; he was elected president of the 
Indian Economic Association and president 
of the Bangiya Arthaniti Parishad, was 
ifionoured with D Litt (Honoris Causa) by 
Jadavpur University, and was decorated with 
Padma Vibhushan by- the government of 
India. He received the ‘Rabindra Purashkar', 
an award instituted by the government of 
West Bengal, for recognising literary 
achievement, for his autobiography. At 
Dashak. His students and colleagues 
published at least two volumes of essays in 
his honour (a) A K Bagchi. Economy, Society 
and Polity; Essays in the Political Economy 
of Planning in India in Honour ofProfessor 
Bhabatosh Datta, Oxford University Press, 
1988; and (b) D Banetjee (ed). Essays in 
Economic Analysis and Policy: A Tribute to 
Bhabatosh Datta, Oxford University Press, 
1991. 

However, the best tribute that can be paid 
to this great teacher, and defender of the 


public interest in ecoimmic and social affairs 
and the best way to benefit from his legacy 
^uld be to take up his writings, analyse 
^them, bring them up to date, and move on. 
Bhabatosh Datta’s gentlemanly style does 


M^Waya make the task easy. He was a Shiksha Bhavana, Navluia, 1988. 

pmeritiooff of understatemem, of an even - Satero, Mitra and Ghosh, 1991. 

tenor in his writings, and of a gentlemanly Pratikshan Budget Bishleshan-Sankalan, 

codeofacknowiedginghandsomelyhisdebt , Pratikshan, I99S. 

to other scholars. When you know that he Prasanga Arthaniti, Paschimbanga Bangla 

hasadvanoedananalytical proposition, which Akademi, 1995. 

cries to be developed further, you will Tamasi, Pratikshan, 1995. 

suddenly find him gliding on, as if this was Bangla Bhasay Arthaniti Boiyer 

just another common sense statement which Shatabarsiki, Socio-economic Research 

could have been formulated by anybody Institute, n d. 

else. In a field in which self-advertisement 

has become a way to success and fame (or B In English 

notoriety), Datta'sronovocestatements were Economicsoftndustrialisation,y/oM Press, 
liaUe to be lost in the din of pedlars shouting 19S2; seconded. 1957; third ed. 1960; fourth 
the virtues of their wares. Let us try to ed, 1966. 

recover the sense of iho.se statements, for the Economic Development and Exports (with 
gain will be solely ours: Datta has passed S K Chakraborty, M Bhattacharya and G 
beyond the reach ot all praise nr calumny. Ghosh), World Press, 1962. 

Evolution of Economic Thinking in India, 
A short bibliography of books and Federation Hall Society, 1962. 
coilectionsofarticleswrittenby Bhabatosh Essays in Plan Economics: A Running 

Datta (Calcutta is the place of publication. Commentary on Indian Plan Experience, 
unless otherwise indicated) World Press, 1963. 
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A In Bengali Essays, Research India Publications, 1977. 
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Celebrating Bhabatosh Datta’s Work 

Anup Sinha 

Report on a meeting in Calcutta to discuss the late Bhabatosh 
Datta's multifaceted intellectual contributions and to indicate ways in 
which a new generation of economists and social ,scientists could 
continue in the rich tradition left behind by one of the finest minds of 
modem India. 

THE Centre for Studies in Social Sciences, personality that made him an outstanding 
Calcutta and the Depaitment of Economics human being-as a teacher and administrator 
at Presidency College held a meeting at with vision, exceptional clanty of thought. 
Presidency College.‘Calcutta, to com- and a deep understanding of human nature, 
memorate the work ot the late Bhabatosh His .sensibilities and concerns revolved 
Datta who died on January 11 this year. The around understanding the society in which 
meeting was held on February 21 which was he lived and worked and, aboveall.the needs 

also Bhabatosh Datta's birth^y. Datta had and aspirations of people who comprised 
h^ long and close associations with both that society. Bhabatosh Datta made it amply 
the org anising institutions. Many of his well clear that knowledge of economic theory 
known students and associates assembled to was e.ssential in formulating ideas about bow 
discuss his substantial work in economics the Indian economy behaved, and in 
and education, along with his memoirs which prescribing good public policy. For him, this 
had received a good deal of literary acclaim, application was the foremost reason for 
The meeting was in the form of a seminar pursuing the latest in terms of theoretical 
with Tapas Majumdar in the chair. developments. His exceptionally wide range 

Deb Kumar Bose spoke on the distin- of interests never proved to be a deterrent * 
guishing traits of Bhabatosh Datta’s in the focus ofhis thoughts and ideas. Rather, 
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it made him appreciate issues in depth, and 
from a larger social perspective that 
transcended the immediate and obvious. 

Asok Sen spoke on the essays and books 
written in Bengali by Bhabatosh Datta. He 
observed that Datta was a prolific writer who 
couidcommunicatehisideastoprofessionals, 
as well as ordinary persons, on social and 
economic issues. His articles in newspapers 
and magazines were widely read and 
appreciated. Datta’s literary skills were of 
a very high standard. While writing on 
economic i.ssues like the budget or monetary 
policy, he made difficult conceptual issues 
comprehensible to ordinary readers, while 
at the same time providing loud lor thought 
to economists and policy planners. 

His other writings, especially those which 
arc autobiographical in nature, reveal a 
styli.stic lucidity combined with an 
extraordinary eye tor detail. He was extremely 
.sensiti VC to people around him and the social 
milieu. His sense of humour and his concern 
for fairness mn con.sistcntly through the social 
commentary which emerges in the text of 
his works. The nostalgic portrayals of his 
early childhood days are remarkable literary 
eftorts. The descriptions ot his old age with 
the advent of physical frailties are marked 
by a tender pathos which gradually enveloped 
his personality In his philosophy, us revealed 
in these pages, ‘being human' occupied a 
central place. 

Amiya Bagchi spoke on Bhabatosh Datta's 
writings on planning and macro-economic 
aspects ot the Indian economy. Bagchi 
pointed out that it was a pity that nut all the 
editions of his first book titled The Economic? 
of Industnali sutwn were aval table i n Calcutta 
libranes, or even with the publisher. Bagchi 
pointed out that Bhabatosh Datta had a very 
clear perception of the need tor economic 
planning in India. The bases of quite a bit 
of subsequent research undertaken on the 
stiategy of Indian planning are contained in 
Datta's work. Indeed, a caicful reading of 
his works indicate that his ideas about the 
nature ot economic and institutional 
constraints confronting the Indian economy 
are veiy clo.se to the ‘structuralist' school 
that has gained ascendancy in recent years. 
According to Bagchi, Bhabatosh Datta's 
work contains all the ingredients that can be 
used to construct a theory of economic 
development Its focus is on the primacy of 
the need to eradicate poverty and un¬ 
employment, which market institutions 
alone can never achieve. 

Bagchi alsoob.servcd that Bhabatosh Datta 
was never dogmatic in his approach, and 
was ready to rcvijie his ideas on the basis 
of how the economy actually performed or 
responded to policy initiatives. The newer 
editions of his book reflected the revision 
of his ideas in a bid to understand the workings 


of the economy inamoreconviloiefiwhkm. 
Bhabatosh Dana did not use formal models 
to propound his ideas on the Indian economy, 
but it was possible that he had a consistent 
structure at the back of his mind. It is not 
alwayseasy todiscern theexact configuration 
of parameters and variables that die writer 
had in mind while aiguing in terms of an 
implicit model. Bagchi pointed out that 
attempt to explicate such models could 
constitute a productive research agenda. 

Nirmal Chandra spoke on Bhabatosh 
Datta's ideas on economic reforms as 
prescribed by thelMFand World Bank, with 
particular reference to the role of foreign 
trade and investments. Datta had been able 
to realise that given the structure of the 
I ndian economy, the development pattern of 
countries like Singapore or South Korea 
could not be emulated. Refcmng to Datta’s 
writings in his book Indian Planning at the 
Crossroads, Nirmal Chandra pointed out the 
difficulties and problems involved in opening 
up ihe economy too fast, and moving on to 
a fully flexible exchange rate regime, and 
allowing full convertibility on the capital 
account. The diagnosis of the symptoms that 
led to the economic crisis of the early 1990s 
did not warrant the prescriptions of market- 
oriented reforms, particularly at the pace 
and .scale being currently witnessed in India. 

J Pal Chaudhun spoke on the ideas of 
Bhabatosh Datta on education policy, and 
the ways and means on reforming higher 
education. Datta had written extensively on 
this subject and had served on a number of 
expert committees .set up by various 
governments. Datta, given his wide breadth 
ot understanding, had always realised that 
education was an integral part of the larger 
stKio-economic processes at work in India. 
He had analysed education as an area where 
uni maginati ve government pol icies had made 
lasting damage to the system, where students 
and theirparents were subjected to increasing 
social pressures in the face of rising 
unemployment, where the ethical standards 
of the teaching community left much to 
be desired, and where the quality of teaching 
and research was being mowed down to the 
level of mediocrity. 

Bhabatosh Datta had been a champion for 
increasing the autonomy of high class 
educational institutions so that they could 
nurture originality, intellectual curiosity and 
creativity. Toachieve this, Datta highlighted 
the need tocollect a critical mass of competent 
scholars in an institution and provide them 
with the required infrastructure. According 
to Datta, the quality of teaching and a good 
research environment were distinct but 
i nterrelated features of a high class academic 
institution. 

BarunDe’stalk was read outin his absence. 
De was closely associated with Datta daring 


Institute of Management, Calcutta, and the 
Centre for Studies in Social Sciences. De 
recalled the deep insights Datta had dwut 
the importance of special institutions of 
higher learning, about the need ^ 
management education in India, and'^ 
necessity of creating a reaeaidi cenoeror 
interdisciplinary work in the social sciences! 
He was equally perceptive in grasping the 
requirements of technical education Hite 
management science, as well as the inherent 
interrelatedness of different disciplines 
comprising die set of social sciences. He left 
alastingimpressiononthesetwoinstitutions. 

MihirRalcshit spoke on BhabatoshDatta’s 
writings on fiscal and monetary policies in 
India. Rakshit pointed out that Bhabatosh 
Datta had a thorough, and unmatched, 
knowledge of the data-base of the economy, 
as well as a detailed understanding of die 
entire spectrum of economic institutions in 
India. This knowledge is essential to any 
social scientist trying to comprehend the 
workings of the economy. Datta v’i 
constantly applying his theoretic^ 
understanding to this knowledge. Rakshit 
pointed out that there were certain gaps in 
Datta’s arguments in explaining the macro- 
economic process in India. Rakshit, however, 
observed that Datta with his own deep 
commitment to intellectual honesty would 
be the first to admit his mistakes and 
encourage others to critically examine his 
writings. Rakshit himself admitted that he 
had leamt from his teacher, Bhabatosh Datta, 
to constantly endeavour to grasp the 
institutional framework of India in the light 
of new theories and models, to be critical 
yet perceptive, and above all, to have the 
courage to speak from one’ sown convictions 

This meeting was an effort to evalualN 
Bhabatosh Datta’s inteliectualcontributiorS! 
and to indicate ways in which a new 
gemtration of economists and social scientists 
could continue in the rich tradition left behind 
by one of the finest minds of modem India. 
To those who may not have known Datta 
closely, the meeting successfully created the 
image of an intellectual and a gentleman, 
whose numerous interests and abilities all 
convergedon knowing moreaboutthenation 
and its people. 
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Quinacrine Sterilisationt Unethical 
THals 



Quinacrine pellets being promoted for use as a safe, non-surgical 
method of steriiisation have not in fact been proved to he safe or 
effective. _ 


THE process used by the Canadian 
government to consult with civil society in 
Canada for the International Conference on 
Population and Development (Cairo, 1994) 
was tiuough the national advisory committee 
of Canadian non-govemmentol organi¬ 
sations. representing groups concerned 
with development issues, women’s rights. 


environmental concerns, etc. Whiledevelop- 
ing a position on the (JN plan of action as 
well as participating in the prep comm 
meetings at the United Nations in New York, 
representatives of women’s groups 
Collectively produced the Canadian women 
perspective on population and development 
as an alternative report. They also felt a need 
to have clear guidelines for the conduct of 
ethical research in the development of 
contraceptives because the reproductive 
rights of women in poor.developingcounirics 
were violated by the unethical manner in 
which the clinical trials were conducted. 
Following ICPD, Women’s Health 
Interaction (WHl) and inter Pares in Ottawa 
took the initiative to hold a workshop in May 
1995 to further the campaign against anti¬ 
pregnancy vaccines that had been started by 
the Women’s Global Network for 
Reproductive Rights, based in Netherlands. 
'The reason for having the workshop in 
Canada was because a major part of this 
||esearch in India was funded by the 
Hmemational Development Research Council 
(IDRC) and it was felt that a meeting with 
the president and staff of IDRC would be 
useful in sen.sitising them to the critical issues 
of quality of research informed consent in 
the phase 11 clinical trials involving women 
in India. The workshop brought together 
women from 17 countries from the north and 
the south. It resulted in the formation of a 
bill of rights for the ethical conduct of 
contraceptive research. 

In this context, a study of scientific 
literatureon contraceptive research indicated 
that several methods were already in so- 
called clinic^ trials that had not undergone 
any kind of serious scientific scrutiny. One 
such method was quinacrine. It was being 
promoted worldwide as a safe, effective 
method for non-surgical sterilisation, it was 
meant to reduix birth rates in poor countries. 
South Asian countries, namely, India, 
Pakistan, Bangladesh and Nepal already had 
^ number of enthusiastic supporters for the 
rmethod and thousands of women had been 
* experimented upon without being told that 


the method was not a proven approved 
method. ’The publication of a paper inLancet 
journal reporting on aclinical trial in Vietnam 
resulted in an open controversy in scientific 
articles involving key players like the World 
Health Organisation (WHO), the American 
Voluntary Sterilisation Council (AVSC)and 
the Population Counci I. lliese organisations 
made specific recomniendatioils that human 
triaisceaseimmediaicly until furthcrtoxicity, 
mutagenicity and olher safety studies are 
done in animals. To this date the promoters 
of the quinacrine sterilisation method have 
continued their campaign of recruiting 
obstetricians and gynaecologists in the third 
world to perform sterilisation using 
quinacrine pellets. There is a need by the 
internationd women's rights organisations 
to actively oppose the use of this method in 
their countries and to sensitise their 
governments to the unethical practices used 
by the health care professionals in their 
country. This report is an overview of the 
quinacrine method oi sterilisation and the 
actions being taken in India and Bangladesh. 

Quinacrine is an anti-malarial drug, first 
synthesised inGermany in the 1920s. During 
the second world war. it was used widely 
us a prophylactic in the Asian and Pacific 
theatre. At the time toxicity studies were 
conducted at Johns Hopkins University to 
test route of administration and to establish 
safety criteria. The major toxicity due to 
chronic use of quinacrine taken by mouth 
was yellow discoloration of the skin in .1.1 
per cent. Skin rashes were common and quite 
severe in a small number, even resulting in 
fatalities. In at least three people it resulted 
in skin cancer. 

Aplastic anaemia occurred in about 1-3 
per 1,00,000 soldiers. Ilicre were reports of 
hepatitis associated with long-term use of 
quinacrine. The acute toxic effects were 
related tothedose and routcof administration. 
Central nervous sy.stcin (CNS) stimulation, 
slceple.ssncss, nightmares and abnormal EEG 
were noted at high doses. Low doses oltcn 
produced headaches, dizziness or G1 
symptoms. Toxic psychoses occurred in 
aboutO. 1 percent during treatment of malaria. 
Intiaperitoneal administration led to severe 
abdominal pain with fever and sometimes 
CNS toxicity. Yet the proponents of 
quinacrine cite the^c early toxicity .studies 
as adequate research to justify using 
quinacrine as a schlerosing agent. They state 
that the dose used for blocking tubes is far 


less than that used for treating malaria. No 
direct studies on pharmacokinetics, 
teratogenecity were undertaken with the 
explicit purpose of testing the toxicity of 
quinacrine inserted into the woman’s uterus. 
Quinacrine fell intodisusc as an anti-malarial 
because drugs superior to quinacrine, such 
as chloroquene were developed; thc.<ie had 
fewer side-effects and weie better tolerated 
fur prophylactic use. 

Use of quinacrine as an agent to cause scar 
tissue in the oviducts was first proposed by 
Jaime Zipper of Copper-T fame in 1968; he 
had experimented with a number of agents 
like formaldehyde, sulfuric acid and other 
chemicals to block the fallopian tubes of 
rabbit and rats i n his garage at home in C'hile. 
Soon, with the support of Elton KesscI and 
later Steven Mumford. he was conducting 
experiments on women. Between 1970-79 
he instilled slurries of quinacrine into the 
uteri of 1,109 women in doses ranging from 
250-3,000 mg per insenion. These early 
studies showed that more than three insertions 
were needed to achieve 90 per cent success; 
acute CNS toxicity were reported in 2 per 
cent of the women and many other toxic 
effects were reported by Zipper. No deaths 
were reported by them in thc.se initial trials. 
However, the manufacturer of the drug, 
Winthrup Pharmaceuticals reported three 
deaths following the u.se of quinacrine 
slurries, two in the US and one in Bangladesh. 
This disctcpancy in reporting is im|)orlunt 
becau.se the pniponents ot quinacrine 
knowing unfavourable results of their trials 
interfere with the acceptability of their pet 
project suppress or triviali.se them. Dc.spitc 
the pain and loss ot lilc. Zipper did not 
abandon hisexperiments on human subjects. 
Family Health Internuiiunal assisted Zipper 
in tormulaling less toxic preparations and 
methods ol delivery, all tested in women - 
poor Chilean women. 

The work with qumacriiie pellets began 
incume.st in the early 198()s with the appro val 
by the F’DA of a Phase 1 Inal under a new 
u.se of drug application. A single dose of 
quinacrine pellets was inserted into 10 
women scheduled lor hysteicctomy and 24 
hours later hysterectomy was perlormed and 
histological eiiangcs observed. Advcr.se. 
effects were clamping pains and headaches. 
Oiiinacrinc levels in blood, saliva and urine 
were similar to lho.se observed after oral 
administration and in some instances it was 
detected as long as 4-6 weeks alter administ- 
ra'ion.TheI'amiIy Health International (Fill) 
did not conduct Pha.se II clinical trials in the 
US. According to David Sokol, the director 
ol clinical trials for PHI. this was because 
“of concerns about the number ol insertions 
need .-d and quinacrine's mutagenicity’' What 
Sokol neglects to mention in his paper is that 
FHI did not have irerinission to conduct a 
Pha.se H'climcai trial in the US. Mumford 
and Kessel in the mean time were trotting 
all over the globe with suitcases full of 
quinacrine pellets, persuading physicians in 
thiid world countries to continue with the 
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trials in thdr private clinics. So the covert 
trials, so-called Phase 11 clinical trials with 
quinacrine, continued in private offlces and 
clinics behind curtains where no scrutiny 
was possible. Kessel would make regular 
six-monthly visits to supplement quinacrine 
supplies and collect the data and help write 
the papers for scientiric journals. 

Shoddy Research 

Currently, seven pelletsof quinacrine (2S2 
mg) are inserted transccrvicaliy, according 
to the protocol five days after the menstrual 
period, after testing whether a woman is 
pregnant or not. The quinacrine pellets 
dissolve within 30 minutes and enter the 
lumen of the oviducts and cause an 
inflammatory reaction. It is known to bind 
to the DNA of the cells and thus is known 
to be a mutagen. Quinacrine is absorbed 
rapidly and circulates in the body; it has a 
long half-life. Inflammatory response due to 
its corrosive action results in the formation 
of adhesions and eventually a scar tissue in 
the junction of the fallopian tube. While the 
proponents of quinacrine claim that no 
adhesions are formed in the uterus this is 
probably not so because menorrhagia is a 
frequent complaint. A second insertion is 
made one month later. 

Inearlier trials it was found that pregnancy 
rate was high after a single insertion so two 
and three insertions have been tried. The 
dose, the frequency of insertion and adjuvants 
used in conjunction with quinacrine have 
varied. However, none of the experimenters 
has ever expressed any regrets that so many 
women were subjected to unnecessary 
experiments when a considerable amount of 
information could have been obtained by 
using sub-human primates. 

The data has always been presented 
selectively in favour of the method. An 
example of such manipulation is provided 
by an early convert to the quinacrine cause, 
Biral Mullick. He operates a clinic under the 
auspices of the Bengal Rural Medical 
Association. In a promotional video made 
for the International Federation for Family 
Health (IFFH), based in Research Triangle 
Park, North Carolina, Mullick claimed that 
he had performed over 10,000 sterili.sations 
him.sclf. In his 1987 paper authored along 
with Mumford and Kessel in the Advances 
in Conirace/uion Journal, he reported on 
nine separate protocols, including data for 
tetracycline as a schlcrosing agent. Many 
protocols were conducted simultaneously 
with no regard to what may be the most 
eftiuiti VC protocol and to the validity of results 
obtained with very small numbers. It is not 
surprising th.it Biral Mullick and his mentors 
were so willing to try quinacrine and other 
agents on women without adequate .safety 
studies because they state in this paper clearly. 
“Not to be ignored is the most important role 
that sterilisation must play in maintaining 
peace and security given the disastrous 
implicationsof the world’s overpopulation”. 
They go on to say, “Neither optimal dose 


par optimal number of insertions of qubi- 
•crine has been firmly established...Aniind 
models used for the study of quinacrine are 
not adequate for these purposes and there 
are no animal models known -to be 
appropriate. As with other models of fertility 
control these answers are only going to come 
from clinical field trials”. That is their 
justification for bypassing animal safety 
studies and experimenting directly with tlm 
poor women in West Bengal. 

In an interview reported in the January 19, 
1997 issue of the Sunday Telegraph, Mullick 
retorted sharply to a question by Rajashri 
Dasgupta about monitoring of patients for 
side effects. “What do you mean by moni¬ 
toring the women patients?...If they have 
problems, they will come to me. I have not 
received a single complaint in the last ten 
years. Moreover. I don’t have the money to 
do any follow-up.” 

This response is echoed by Syeda 
Noorjehan Bhuy ian, principal of Chittagong 
Medical College and head of the obstetrics 
and gynaecology department. She stated in 
an interview granted to me on February 15, 
1997, that she lacked funds to do extensive 
follow-up studies. She was more explicit: 
“Weare doing the quinacrine method secretly. 
It has not been advertised. We get our clients 
through others who have had the procedure.” 

She was open about sharing her data with 
me. I was shown transparencies that 
demonstrated the correlation between the 
economic status, the number of children and 
the age of the mother and acceptance of the 
quinacrine method. These showed that 
women whose average family income was 
less than 2,000 taka, who had between 
5-6 children and were more than 35 years 
of age were the predominant clients. 

She provided me with a photocopy of the 
complications experienced by women 
following sterilisation, etnpha.si.sing that these 
complications were minor. I have recalcglated 
the percentages based on the information 
provided by Bhuyian’s assistant, Rokeya 
Begum, that follow-up was done on not 
more than 30 per cent of the patients over 
a two-year period; accordingly, at most only 
150 women out of the 513 were actually 
followed. They too u.sed four different 
protocols with combinations of other drugs 
like ibuprofen and ampicillin but pasted all 
the data together. 

Perhaps what is more remarkable is that 
both Kessel and Mumford already had 


infoniMtitMonlbiiprofiM ai i dM npId^ 
other itiidlea that suggest that itaprofen. an 
anti-prostaglandin, interferes with the 
intlaroinatory action of quinacrine. So one 
must question why Bhuyian was asked to 
test the lower doses and single insertions of 
quinacrine, when the information was alieaii|^ 
available. According to Bhuyian, there was. 
a 4 per cent failure rate, i e, they became 
pregnant. This is hi^ enough but the real 
figure is 14 per cent which is completely 
unacceptable for a sterilisation method. 
According to them there were no ectopic 
pregnancies in the Chittagong study. Given 
the low follow-up rate, they cannot know 
whether ectopic pregnancy had occurred in 
their subjects. Moreover, in the best obstetric 
unit, ectopic pregnancy is considered to be 
a medical emergency. So if any woman has 
ectopic pregnancy, she is likely to be dead 
from the internal hemorrhage long before 
anyone can bring it to the notice of die 
investigators. More than anything else, how 
will the family know that it is an ectopic 
pregnancy, when they don’t know that the 
woman had been secretly sterilised? 

Publication of the results of a retrospective^ 
clinical trial on 31,781 women in Vietnam, 
in the prestigious journal Lancet in 1993 
gave the quinacrine method a great deal of 
legitimacy. Kessel had succeeded in 
persuading the Vietnamese health ministry 
to try quinacrine on a large scale. If one 
carefully reads this paper, it would be obvious 
that the statistical analysis of the data was 
very faulty. For example, the authors reported 
818 pregnancies. They calculate life-table 
pregnancy rate of 2.63 at one year and 4.65 
at two years for 9,461 women and 5.15 at 
one year for 2,225 women receiving one 
insertion. So pregnancy data were an^ysed 
for only 11,686 womeu and not 31,781 
women. Side-effects were reported as being 
minor, but 19 ectopic pregnancies were 
reported. However, only small subsets were j 
actually included in the follow-up, so that*^ 
only 508 women from one province were 
analysed and the data was extrapolated to 
the whole group of 31,781 women in the 
study. These are only a few examples of the 
flawed analysis techniques that were used 
to make it appear that quinacrine sterilisation 
was a safe and cheap method. 

Following the publication of this paper in 
the Lancet, American VoluntarySterilisation 
Council (AVSC) and the World Health 
Organisation (WHO) convened their 


Ta8i.e; Complications Suffered after Administration of Quinacrine 


Complications 

Number of Cases 

Percentage 

(51.3) 

Recalculated 
Percentage (ISO) 

Menorrhagia 

7 

1 

4.7 

While vaginal discharge 

17 

3 

11.3 

Spotting 

4 

0.7 

2.7 

Secondary aininenorrhea 

10 

1.09 

6.7 

Lower abdominal pain 

12 

2 

8 

Failures 

21 

4 

14 

Ectopic pregnancy 

nil 

- 

- 


Note-. A total of S13 sterilisations performed (1990-96). Follow-up done for one-twif years on about 
30 per cent patients equivalent to ISO patients. 
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techoical conmiiitees to re^ew the data and 
to decide what should be done about quui' 
acrine. The main concerns raised were that 
the proponents of quinacrine method had 
failed to provide cr^ible scientific data on 
pharmacokinetics using the intra-uterine 
g^ute, muta^nicity and carcino^nicity and 
^OTbryotoxicity of quinacrine. The WHO 
issued a categorical statement that all human 
trials ‘ceaseimniediately’ until basic research 
is done using modem methods for testing 
•carcinogenic properties of quinacri ne. There¬ 
fore, all quinacrine sterilisations are illegal. 

Hie actions of the American doctors clearly 
violate the Helsinki accord on human 
experimentation. These conventions were 
signed by all countries following the 
Nutemberl trials of the Nazi doctors. 

In none of thequinacrine trials, any thought 
was given to the right of women to know 
that the quinacrine method was purely 
experimental. Some lip-service is paid in the 
publicity material for the QS method, a term 
popularised in the publicity material. But 
when you speak to the gynaecologists who 
perform the sterilisation they do not even 
I understand why raise the question of 
informed consent. Iliiteratepeople, according 
to them, do not understand these matters and 
there is no need to explain. 

Perhaps the .supposed safety, efficacy, ease 
of insertion and the low cost of quinacrine 
have attracted many gynaecologists like 
Syeda, Piroza Begum, a prominent 
gynaecologist in Dhaka. In an interview on 
February 24, 1997 she stated that she had 
conducted many steriiisation.s 20-25 years 
ago, using both slurries and pellets of 
quinacrine. However, she is now convinced 
that quinacrine is not a good method because 
the failure rate is too high and side-effects 
are significant. As the chair of the regional 
medical reviewcommittecof the international 
Planned Parenthood Federation, she has 
turned down quinacrine sterilisation method 
four times since 1994. She is reluctant to 
condemn the use of quinacrine by Bhuyian 
stating that Bangladesh does not have a 
regulatory body that can enforce ethical 
conduct of clinical trials. 

The question remains: What Is the incentive 
for Kessel and Mumford to travel around the 
world with suitcases full of quinacrine pellets, 
urging gynaecologists at meetings and 
conferences to try quimicrine sterilisation. 
It cannot be explained in terms of monetary 
rewards for them. This may be a motive for 
gynaecologists like Mullick and Bhuyian, 
but the two Americans speak with missionary 
zeal about the need to reduce the population 
of the third world at any cost. For example, 
Mumford, testifying before the Senate 
hearings on Depo-provera in 1979, argued 
passionately that the population problem 
was a national security issue and the 
responsibility for slowing its growth should 
be handed over to the US department of 
defence. Both Mumford and Kessel are 
funded by foundations like Leyiand Fikes 
Foundation that have right-wing connections 


an^ are blatantly against immigration from 
the third world. If they were just two crazy 
fanatics, with limited influence, one could 
dismiss their activities. However, this is not 
so. They have fnends in high places. They 
are the front men for rich li^ividuals, who 
do not want to be directly linked to their 
activities. One hears of these names only in 
rumors that they are supporting the efforts 
of Kessel and Mumford. 

There is a need to .start a campaign against 
quinacrine sterilisation becasuc most gyna¬ 
ecologists, especially those in developing 
countries do not have any information on 
current controversies surrounding quina¬ 
crine. They are also tempted by the fact that 
they can sterilise women without surgical 
procedures and in the long run it can be of 
benefittothemrinancially. Indeed at a recent 
meeting in India, where over 600 doctors 
attended an infonnaiion se.ssion given by 
Mullick, most were willing to try the method. 
There have been iiew.spapcr reports that the 
government of Karnataka is willing to offer 
quinacrine sterilisation us a part of the family 
planning services. 

According to Mohan Rao and Imrana 
Quader, profes.sur.s at the Centre for Social 
McdicineandComniunity Health, Jawaharlal 
Nehru University, New Delhi, whom I met 
during my visit to India, one doctor by name 
Jain has announced that he will distribute 
quinacrine pellets to ail gynaecologists who 
would like to try the method. The objective 
is to sterilise about 25,000 women in 
Karnataka. Kini is another physician who 
supports this pro|cct and is providing 
assistance to Kc.s.scl and Mumfotd. 

Malini Bliatt.acharya. former member of 
parliament was incensed when she learnt of 
the sterilisations conducted by Mullick in 
Calcutta; she oiganised a demonstration 
outside his clinic and met with the members 
of the health ministry of governm'cnt of West 
Bengal to raise the issue of ethics and safety 
concerning use of quinacrine ns a sterilising 
agent. In response to questions raised by her, 
Mullick re.spondcd in a letter and continues 
to assert that he wil 11 icl p train other phy sici an s 
in quinacrine stcrili!..ations (Appendix 3). 

Following the newspaper article in the 
Sunday Telegraph, two specific actions 
have been planned in India: (I) A public 
interest litigation (PIL) is being filed on 
behalfofthe All-India Democratic Women's 
Association (AIDWA), certain consumer 
organisations and individuals against the 
Indian Council lor Medical Research 
(ICMR), the government body that oversees 
the ethical conduct of human trials in India 
and the government of India. Kirti Singh, 
a well known feminist lawyer is in the 
processof preparing a factum lor prc.scniation 
infrontoftheSupremeCourt. In conjunction 
with this action, a dossier on quinacrinS has 
been presented to Ashok Mitra, member of 
the Rajya Sabha. who will ask questions 
in parliament about the use of quinacrine 
for sterilisatlon;(2)Tliesecondkindof action 
planned isacampaign inCalcuttaby Maitreyi, 
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a coalition of women’s organisations to 
publicise the unethical practices and to uleit 
women from poorrural areas that the method 
has not been approved by international 
agencies. 

In Bangladesh, the public lecture given 
on Fcbruaiy 2.^, 1997 by me attracted a great 
deal of attention in the media. It was reported 
i n the Duilv Star, the liulependent and some 
of the Bangla ncwspa|)crs, followed by an 
editorial in the Dady Star. These have 
sensitised the .Shummilii Nari .Sumaj, a 
coalition ol woincn'sorganisations. UBINIC, 
an alternative policy research group has 
undertaken to continue with a campaign 
against quinacrine stenlisaiion. 1'herefore, 
there is great potential for opposing the 
violations of women's rights in the south 
Asian subcontinent. As mentioned earlier, 
.such sterilisations have been done in Pakistan, 
by Bashir in the early 1990s. .Since her 
murder, it is nut clear whether quinacrine 
sterilisations arc being done in Paki.stan. 
However, a campaign in Pakistan is akso 
essential to ensure that other pliysicians do 
not take up Bashir's work. 

The IiUcrnntiunal C'onfcience on Popu- . 
lation and Health in Cairo in 1994 locu.sed 
on the reproductive rights and cinpowcrmeni 
of women. Yet the intei national community 
does not put a stop to the unethical covert 
trials being conducted by the iikes of Kessel 
and Mumford and all the invisible men and 
women who continue to fintincc their work. 
Until they take actual .steps to stop such trials 
the words 'cifipowermcnl ol women' will 
remain hollow 

I would be the last person to say that 
women do not need contiaccptivcs oi they 
should praettee natural i hythin methods rather 
than relying on eontraeo|)tives. As a 
re.scarcherl ul.so think new safe methods can 
only be developed when caiclully thought 
out, properly contioiled studies arc 
undertaken. Pour, illitciatc women should 
not be the ones to ptiy the price for better 
methods for the well-educated, well-to-do 
women of the woild. Finally, us long us 
family planning progiammes remain 
divorced liom primary quality health care 
tor the whole population .iich .ibu.ses will 
continue, with oi without the blessings of 
approved cluneal trials 

One should not close one's mind to the 
possibility that the qiimacimc method of 
stcrili.salion may he an alternutivelosuigical 
methods using nimtlapoi laparo.scopic tubal 
ligations which carry some risk .since they 
require sterile conditions. However. u.sing 
dishonest tiieans to promote the tcchntquc is 
completely unacceptable. When animal 
studies are completed and quinacrine is 
proven to be safe, only then can proper 
clinical trials begin that follow well thought 
out protocols with long-term follow-up. The 
voices of women need to be heard when such 
trials arc undertaken so that women become 
partners instead of adversaries in the 
development «f new methods for family 
planning. 
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PERSPECTIVES 


The Place of Secondary Education 


growth of schools from 1986 to .IS>93 was ‘ 
US follows: 


Amrik Singh 


The basic issue of aligning the rate of growth in the field of 
education with the rate of growth of the economy has yet to he 
solved. The only way to deal with the problem is to improve, diversify 
and streamline secondary education, make it terminal in character so 
that the pressure at the level of higher education is relieved. 


IN a developed country, literacy is almost 
universal and children slay at school till ihe 
ages of 16, 17, 18 - as the case may be and 
drop out after completing their secondary 
education. In most cases, secondary education 
IS the terminal stage of education. Till .some 
decades ago. only a small percentage, even 
less than 10 per cent ol the relevant student 
population, elected to go to college. Of late 
however, the situation has been changing, 
in countries that can afford mass higher 
education, this percentage has gone up to 20. 
30 even 40 per cent in cciiain ettses. 

Underdeveloped countnesureinadin'erent 
position. Mo.st ot them face a diftlcull 
situation in several respects, paiticiilarly in 
the field of social services. The resources 
available for education are generally meagre 
though the percentage varies from country 
to country. This is the broad picture. 
CiiiTently, India spends around i.5 per cent 
of her national income on education, it is 
propo.scd to raise this percentage gradually 
to fj per cent by the end of the Ninth Plan. 
Hopetully. tins will be achieved. But it would 
not be surprising, if there is a shortfall at the 
end ot the Ninth Plan period. Even so, it will 
be an impressive achievement, more 
particularly when one looks at some of the 
neighbouring countries and quite afew other 
underdeveloped countries. 

When funding is meagre and resources are 
scarce, the issue of allocation to different 
.sectors of education becomes important, 
indeed crucial. While detailed data will be 
given later, it can be affirmed here without 
much qualification that secondary education 
in India, generally speaking, has received a 
pool deal. The reasons will be gone into 
later. In terms ot the argument in hand, it 
will however be in order to mention two 
factors. 

One was the decision of the Constitution 
makers to make education compulsory up to 
the age of 14. That the decision has not been 
properly implemented is another i.ssuc. The 
commitment is there and has become a point 
of reference for all subsequent discussions 
on the problem. The second wtus the pre¬ 
eminence which higher education hnsenjoyed 


ever since the establishment of the universities 
in India in 1857. The fruits of that pre¬ 
eminence were amongst other things reflected 
in the decisive role played by a score or so 
of the principal architects of thcCnnstitution. 
Most of them were lawyers and believed in 
parliamentary demtK'raey. Notwith.standing 
their background and training, almost each 
one of them rccogni.scd the importance of 
uiiiver.sal education. That is how Article 45 
of the Constitution came to be in.scrtcd. 

Secondary education was nowhere in the 
picture in this landscape of the future India. 
Further, those at the helm of affairs did not 
recommend compulsory education beyond 
the age of 14. This was nut regarded as 
feasible or advisable at that stage of the 
country's development. What has happened 
since then need not be discu.sscd here. All 
said and done, elementary education was 
perceived as an essential objective and 
everything else, including secondary 
education, was peiveivcd as desirable. In the 
cu.se of higher education, no special attention 
was cither called for or given. It was the 
gateway to a prosperous career and all tho.se 
who managed to cross the earlier hurdles 
were keen to opt for higher education. 

In consequence, .secondary education did 
nut receive the requisite attention. This had 
unhappy consequences for the future of 
.secondary education and it will be difficult 
to .say whether those adverse consequences 
have been taken care of adequately and 
properly even till today. And yet, if India 
has to progress in a meaningful sense, 
secondary education will have to be given 
its due. llic situation today has not remained 
frozen at the point when India became 
independent half a century ago. It has been 
evolving and will continue to do so. Since 
the earlier snuation has been dealt with by 
various committees, including the 1992 
revision of the 1986 Policy, it is proposed 
to focus on recent developments. 

Chanoino Perspective 

According to the provisional statistics 
released by the NCERT in respect of the 
Sixth All-India Educational Survey, the 


Table I; Increase in Types of Schoou 

Types of Schools 

Percentage Increase 

Primary 

8.78 

Upper primary 

15.75 

Secondary 

25.84 

Higher secondary 

.52.11 


It is clear that both secondary and higher 
secondary levels of education are growing 
at an unusually fa.st pace. The relatively 
massive growth of educatio.i at the lower 
levels during the precedi ng decades had made 
it more or less inevitable. In contrast, the 
figures given in Table I suggest that primary 
education has not been growing at an equally 
fa.st rate. Pre-sumably the ba.se in respect of 
primary education has become somewhat 
large and therefore the rate of growth, when 
seen in terms of percentages, does not appear 
to be all that notable. Whatever be the expla- t 
nation, the fact remains that there has been* 
a spurt in the growth of secondary and higher 
secondary schools during recent years. In 
terms of the percentage increase of teachers, 
another item of data, confirms the above 
calculation. The exact figures arc as follows: 

Table 2: Increase in Teachers by Types or 
.SCH<XH_S 


Types of Schools 

Pementage Increase 

Priniury 

11.27 

Upper primary 

I0..45 

Secondary 

15.92 

Higher secondary 

40.12 


One more relevant piece of evidence may 
be seen from the details of the newly 


established schools during this period in , 
respect of that much neglected area of social 
analysis, the rural-urban divide: 

Table .1; Increase in Secondary and Hioiier 
Secondary Schtxils in Rural and Urban Areas 


Secondary Schools Percentage Increase 


Rural 

24 19 

Urban 

.30..5I 

Total 

25.84 

Higlier Secondary Schools 
Rural 

6.4.14 

Urban 

42.66 

Total . 

52.11 


In this situation it is ncccs.sary to (a) 
recognise the importance of secondary 
education, (b) re-examine the curriculum of 
the relevant classes, and (c) streamline the 
working of School Education Boards. 

Historical Developments 

While the finit commi.s.sion after 1947 to 
be appointed in respect of education was the 
University Education Commission under the 
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o^oltes look flic initiaii ve to go eei^ 
issuiss concerned with school education. The 
Central Advisory Board of Education 
(CASE) also recognised its importance. In 
actual practice, however, priority came to be 
given to higher education. 

^ in 195^. a Secondary Education Com¬ 
mission under the chairmanship of A L 
Mudaliar was appointed to survey, analyse 
and provide guidelines for the problems of 
secondary education. It present^ its report 
in 1953. After the report was submitted, a 
good deal of follow-up action was taken. For 
instance, an All-IndiaCoundl for Secondary 
Education (AICSE) was set up in 1955. If 
functioned for a few years. The four regional 
colleges of education, eventually taken over 
by the NCERT, were established during 
this period. And so were a number of 
demonstration schools. 

A good deal of its attention was however 
given to matters concerning examinations. 
In that phase of development, indeed even 
till today, most of these boards continue to 
I look upon the conduct of examinations as 
r thdrprincipal charge. Nonethcles.s, other mat¬ 
ters too were taken up in succe.ssi ve meetings 
of the AICSE. A few years later however, 
certain other structures came to be .set up and 
they continued to implement some of the 
recommendations made by the Mudaliar 
Commission. The NCERT, established in 
the early 1960s, became an umbrella organi¬ 
sation for the entire gamut of education before 
the university stage and secondary education 
also came under its purview. 

Without going into the details of what the 
NCERT has been able to accomplish in 
respect of secondary education, one valu¬ 
able initiative taken by it deserves to be 
acknowledged as having been put through 
with a certain degree of thoroughness. This 
refers to the remodelling of question papers 
set in difl'erent examinations. The intention 
was both to influence teaching and tasting. 
In view of the repeated critical observations 


Of eomndOeeS and commiMkNis about the 
aubtHdination of the teaching system to the 
examination system, it was felt that immediate 
attention had to be given to the conduct of 
examinotions. This initiative bore some fruit 
as described also. 

The Kothari Commission which reported 
in 1966 had given considerable attention to 
school education. Its recommendations 
however, did not get implemented to the 
extent that they should have. But that is for 
reasons which do not have to be considered 
here. Two of those reasons, however, may 
be identified, for they have continued to 
influence the career and growth of the 
secondary school system. One was the 
extraordinary growth of population in the 
first quarter century allcr independence. The 
crucial decade in thi.s respect was the decade 
of 1950s. 'Phe death rate came down by about 
10 per cent during that decade with (he result 
that the population began to boom and has 
not since stopped increasing. Coupled with 
it was a marked deierioraiion in the temper 
and tone of political decision-making, llic 
three-year holiday Irom planning during the 
years 1966-69 was an expression of thc.se 
unhappy conditions on llte economic plane. 
Though the initiative was .somewhat 
recovered with the launching of the Fourth 
Plan, the two factors described above 
continued to operate in a relentless manner 
and this affected secondary education in a 
manner which brought out its deficiencies 
and infirmities further. 

For reasons nut so difficult to understand, 
higher education has always occupied 
centrestage. As stated already, the first com¬ 
mission in respect of education to be appoint¬ 
ed after 1947 - the University Education 
Commission - dealt with universities. As 
.some figures given a little later will show, 
higher and professional education received 
extraordinary attention during those early 
decades. Gradually however, the claims of 
elementary education which had remained 
neglected for a long time came to be recug- 



remained somewhat off-lbcus and the claims 
of these two other sectors ofeducation proved 
to be overpowering. 


At this pt>im it may be in order to look 
at some data in respect of the allocation of 
funds for different .sectors of education. 

Two trends are obvious from the figures 
quoted in Table 4. One is the sharp decline 
in the outlay on elementary education during 
the first three Plans and the .steep increase 
in the outlay on higher and professional 
education in the same period. The second 
is the outlay on secondary education which 
was maintained at a more or less .steady rale 
except for the First Plan period. To what 
extent the two phenomenon arc interrelated 
is a mailer that need not be discussed here. 

This much should be clear however that 
there is a certain degree ufimcrrelaiionship 
amongst the allocations to various sectors 
of education. Depending upon the resources 
available, the outlay on education has been 
rising or falling. As stated earlier, two sectors 
of education (elementary education, and 
higher and professional cducation)were given 
increa.sed imponance i n the light of the social' 
pressures that were being exerted. Therefore 
the order of priority kept iluctuating. On the 
other hand. .secoiiJary education was never 
looked upon as an independent of self- 
contained sector of education. Expenditure 
on secondary education had to be incurred 
largely because there was pressure from 
below. The figures given in Tables I to 3 
point to the new developments Unit arc taking 
place. Increasing number of studenl.s arc 
electing to opt for higher secondary education. 
In the existing circumstances, this means 
that more students will, in course of tinne, 
opt fui entry into colleges. Currently, the 
pcrecnlugcoftho.se who joincollcgc(regional 
variations apart) is in the neighbourhood of 
one-third, it is difficult to say whcthcrtho.se 
concerned with policy-making are clear 
sighted enough to deal with this kind of 
pressure from below. 


Table 4: Pijin Expenuiture on Different Sec'for.s of Euucation 


(Percentage) 


Sector 1st Plan 2nd Plan 3ni Plan Plan Holiday 4lh Plan .Sth Plan 6th Plan 7th Plan Expenditure 8th Plan 

Expenditure Expenditure Expenditure Expenditure Expenditure Expenditure Expenditure Expenditure 1990-92 Outlay 
l9.SI-.% I9,‘i6-6I 1961-66 1966-69 1969-74 1974-79 I980-8.S 198.5-90 U’92-97 


Elementary 

education 

56 

35 

34 

24 

30 

.35 

33 

37 

37 

47 

(8.50) 

(950) 

(2010) 

(7.50) 

(2.190) 

(3170) 

(«3()0) 

(28490) 

(17290) 

(92010) 

.Seoitdary 

13 

19 

18 

. 16 

18 

17 

21 

24 

22 

18 

education 

(200) 

(510) 

(1030) 

(530) 

(1400) 

(1560) 

(5300) 

(18320) 

(10.530) 

(34980) 

Adult education 





» 


' 9 

6 

9 

9 

Higher ^ucotion 







(2240) 

(47(X)) 

(4160) 

(18480) 

9 

18 

IS 

24 

25 

22 

22 

16 

12 

8 

(140) 

(480) 

(870) 

(770) 

(19.50) 

(2050) 

(5590) 

(12010) 

(5880) 

(15160) 

Others 

9 

10 

12 

11 

14 

14 

4 

3 

2 

4 


(140) 

(.300) 

(730) 

(370) 

(1060) 

(1060) 

(1080) 

(1980) 

(1180) 

(7510) 

Technical 

13 

18 

21 

25 • 

13 

12 

II 

14 

17 

14 

education 

(200) 

(490) 

(1250) 

(810) 

(1060) 

(1070) 

(2730) 

(108.30) 

(8230) 

(27860) 

Total 

100 

100 

100 

too 

100 

100 

100 

100 

100 

100 


(IS30) 

(27.10) 

(5890) 

(32.10) 

(7860) 

(9120) 

(25.100) 

(76330) 

(47270) 

(I96IK)0) 


NiHt: Figures in parenthesis in millions of rupees. 

Source: ‘l^ucoiion For All*, depaitment education, MHRD. 
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While the allocation for secondary', 
education is somewhat, though not entirely, 
iidcquatc in terms of the total resources 
available and perhaps one cannot say that 
there has been much serious umterfuiKling 
on this front, the ground situation has been 
changing fast during the last dcciidc or so. 
Are the affiliating universities around the 
country aware of the problem? How they arc 
dealing with this pressure is for the state 
governments and the UGC to explain. The 
pre.s.surc cannot be overlooked and. as far 
as one can judge, it i.s not likely to abate 
during the next few decades. If anything, it 
can gather further momentum. 

Impucations 

Three implications of this unusually high 
rate of growth at the secondary level need 
to be recogni.scd; 

(a) Thc pressure will inevitably get reflected 
in increased enrolment in respect of 
affiliating colleges. This will he greater in 
the case of rural colleges than in those situated 
in town.s and cities. 

(b) If the problem is to be solved by 
establishing more and mure substandard 
colleges, us has been the practice all the.se 
years, it is a sure recipe for furtitcr dilution 
of standards. Here a distinciiun must be 
drawn between mainstream colleges and 
professional colleges; the latter by and large 
manage to maintain some semblance of 
adherence to certain norms of performance. 
One minor explanation istheraieof recovery 
(in financial terms) of what is spent on those 
enrolled in professional colleges. 

(c) The mainstream colleges whether 
managed by the government or by private 
agencies, still charge the rale of tuition fee 
which was determined almo.st half a century 
ago. In the case of professional colleges, 
largely because it costs so much more to run 
them and because a certain category of 
students were willing to pay. fees have been 
raised. Pour tunding had bwn an important 
tacuii. though several other factors too 
contributed to the decline of standards. This 
combination of factors therefore led to an 
overall upscaling of tuition fees even in the 
government-run professional colleges. Even 
though soineof the professional colleges arc 
poor in ipiality and service, it is the 
functioning of the mainstrcamcol leges which 
i.s chiefly rcs|K)nsible for the dilution of 
standards. They churn out large numbers of 
substandard graduates. This adds to the 
number of the unemployed who in any case 
are. for the most part, unemployable. Is this 
situation to be perpetuated? Improved and 
diversified secondary education has a role 
to play III (his context. 

Thus, policy-makers are confronted with 
two options and they have to make a choice. 

(a) Substandard colleges of the mainstream 
variety will continue to be established, at 
least for some more lime. At .some stage, 
a breakdown of the system will tK'cur. Some 
people arc of the view that a breakdown has 
already occurred and we are not prepared 
to recognise this fact. 

(b) Whether this has already happened or 
not. it is clear that more pressure on colleges 


willimhck^marfl 

to reorgaoiae the relalioiisbip'between 
secondary cducaiioii and college educMion. 
and remu^l the former so as to make it more 
rational and moreintunewilhsocialdeinaiKls 
and the availability of resources. It fallows, 
tbercfore. that the existing rate of entry into 
the college system which is niimiog at around 
30-35 per cent per year has to brought 
down graduailyoiidsysiematieally.Tlie need 
for this has been recognised for sometime. 
Both the Koihari Commission and Ihc 1986 
Policy recognised the desirability of such 
culling down of college entrants. In actual 
practice. Iiowever. the rale of entry has not 
conic down. Any problem which remains 
unattended fur decades tugelher gets 
aggravated with ihc passage ot lime. This 
IS precisely what has happened in this case. 
To pul it sharply, unless the rate of entry 
into college is brought down significantly in 
(he next dccadeorsu, it will lead loacompicte 
breakdown of the college system and 
complicate the inutteni furtter. 1110 problem 
can be sol vod only by so re-organising things 
lhai college education is not perceived as the 
natural destination of those who pa.ss out at 
the plus iwo stage but ihe laticr is genuinely 
perceived os the terminal stage of education 
by the vast majority of students. 

Even in cast Asitm countries and in China, 
which have registered striking economic 
growth in recent decades, educational 
underpinning is provided by a.strong, flexible 
and diversified system uf secondary 
education. Admission to the college and 
university .sector is strictly controlled. While 
(his kind of comroi may not be po.ssiblc in 
I ndia. t he capabi lit ics of the secondary .school 
system can be improved such that the 
objective outlined above can be realised at 
least paitiully, if not completely. In other 
words, a viable alternative has to be made 
available to the thousands of students who 
kntKrk at the doors uf under-equipped and 
ill-siafl'cd colleges year alter year. Instead 
of more substandard colleges, more high 
quality secondary .schools Iquile a few of 
them well equipped and well staffed in Ihc 
vocational .sector) .should be established or 
enabled to grow into the kind of institutions 
envisaged above. To shift Ihe focus away 
from college education is a colossal job. It 
also amounts to going aguin.si the current, 
so to .speak. But docs the country have any 
choice in the matter? One hardly needs to 
add that the existing mode of doing things 
would come in the way of economic growth 
and .social modernisation. 

It can be no one’s contention that each 
siudcnt who pa.sscsout of school would like 
(o go on lo college. Given the absence of 
alternative avenues of cmploymcni. when 
students choose to enter a college, generally 
speaking, ii is mainly to defer the unemploy¬ 
ment; po.siponiiig the evil day, as it is called. 
In plain words, instead of joining the 
employment market at the stage of 16-plus, 
they now do so a few years later. Whether 


... ij., ... jj..—, 

t(i^ ettenwally get«joo to 
question. 

Basic Problem 

The basic problem is the inabiKty of the 
enumry lo provide adequate employment in 
ihe organised seaor of the ecomimy. While 
in the i950sandtlie I960siherai6ofgrovv;ii^ 
of higher education was i3-l4p«H'ceni pet 
year, since Ihe early 1970s it has hovered 
around S per ccm. In contrast, the rate of 
economic growth forabout four decades was 
in the neighbourhood ol 3 per cent per yetir 
and luis picked up somewhat only recently. 
The mismatch is obvious. Earlier however. 
Ihc problem was at the college level. Now 
it is moving downwards as the data given 
above suggest. 

It would be safe to say that, were there 
to be adequate openings in the job market, 
not even half of those who now join college 
would do .so. In consequence, wc are witness 
to. even a |>aity lo, the phenomenon of what 
has been described as baby-sitting. The 
current trends show that the numbers are 
increasing at the higher secondary stage. Uu 
the case of the abler students, the goal is mo^ 
or less predetermined. Those who aspire tor 
a professional career do everything they can 
to get into one of the colleges. Of the rest, 
only .some are genuinely interested incollcge 
or university education. A certain number 
uf them can afford to join college and in most 
cases arc nut under an obligation to earn a 
living as soon as they come of age in the 
physical as well as the intellectual .sense. 
Their number however is not all that large. 

In other words, the basic issue of aligning 
the rate of growth in the field of eductuiun 
with the rate of growth of the economy has 
yet lo be solved. The argument advanced 
here is that the only way lo deal with the 
problem is to improve, diversify and stream;v, 
line .sccondtuy ulucation, make it tcrmii«4it 
in character .so that the priLssure at the tertiary 
level is slowly and systematically relieved. 

At this point, our priorities in respect of 
various sectors of education in Ihe last half 
century need to be contnusted with the 
situation in the erstwhile USSR. The Soviet 
model of planning influenced our planning 
to quite an extent. Unfortunately, while ihal 
model became influential in respect of its 
accent on indu.stry and the lack ofempha.si.s 
on agricuilurc, its priority in respect of various 
sectors of education was not given due 
attention in India. 

As is generally known, in the beginning, 
the highest priority in the USSR was given 
to spreading elementary education; literacy 
+electricity is socialism, as Lenin put it. By 
the time the First Plan was started at the end 
ofthc 1920s. the bulk ofthe people had been 
made literate, in the course of the next two 
plans, and before the country gut involve, 
in the second world war. the accent was on' 
secondary education, more particularly on 
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its folytechilic aspect, ft was after the end 
t>f the war that greater attention came to be 
given to higher education and lesearch. 

in India wedid nw ibiiow acicarty defined 
or logical pattern. Rather we kept .swaying 
with the wind. In any case, higher and 
t professional education came to receive 
catraunlinary attention during the first couple 
of decades ^nd neither elementary nor 
secondary education received the attention 
that was due to each. Of late, elementary 
eduention has come in for special attention 
as indeeditdeserves to. .Secondary education 
howevo' still remains an item of low priority 
and this is a challenge which has to be met 
within a decade or two. 

Right from the beginning or virtually so. 
when the formal system of education was 
first introduced in India in the middle of the 
19th century, secondary education has 
sutYcred from the control exercised by the 
universities. Alnwst throughout the cntintiy. 
examinations at the school level were 
organised by the univcr.sitic.s and not by any 
agency connected with secondary education. 
Indeed such agencies did not exist at that 
lime. There were only two educational 
agencies at work with the beginning of the 
20ih century. One was the universities and 
the other the departineiu of education. The 
latter was primarily concerned with schools 
at the primary level. The number of middle 
and high schools was not very large at that 
.stage and they were looked after by the DPI. 
Even the few government col leges that existed 
were looked aifer by the DPI. It was only 
during the I960.s and the I970.s that most 
stales appointed separate DPIs for colleges, 
secondary education and primniy educa* 
tion. respectively. This differentiation of 
functioning docs not obtain in every state, 
in other words, ad hoc arrangements have 
been made from time to time and there has 
been no clear or consistent pattern of 
organisation for the country os a whole. 

Some of the recommendations of the 
Kothari Commission (1964-66) provide 
evidence ofchaiiging perceptions concerning 
administrative re-organisation at the .school 
level. For iasiance, it was recommended that 
each state should have a board of school 
education. Till then, while .some of the states 
did have such boards, others did not. 

When it came to the appointment of the 
chairman of state boards, the Kothari 
Commission ottered twe alternatives. One 
was thauhe chairman should be a whoieiimc 
non-official person with the stains of a vice- 
chancellor, and he appointed in accordance 
with the same procedure. The example of 
one state where this model had been adopted 
was quoted with approval. The other model 
was that the chairman should be the DPI in 
his ex-ofllcio capacity. In case he did not 
have enough time at his disposal, it was 
suggested that one senior officer of the 


department wifli the status of a joint or a 
deputy-director be appointed as chairman. 
The Kothari Commission weal to the extent 
of saying that ubvkxisly •‘there is room for 
expcrimcmaiion here”. While a majority of 
the boards have by now separately appointed 
chairmen, there are still some slates which 
have DPI.S or .somebody ot equivalent rank 
as chairmen ot the lionrds. 

The point in referring to some of the details 
provided above is that, while under the 
prassure of numbers, universities withdrew 
from the job of the nuinagcment and control 
of the matriculation examination and .separate 
and auiononwas boards of ccondary ducation 
came up in most of the states, there is still 
no clarity as to what the appropriate nvKic 
of organi.salion should be. How the state 
hoards arc organised determines to a large 
extent how they lunction. In any case, it is 
a matter of central importance that neither 
instruction inthb.si'h(x>is northeirinicraclion 
with the controlling authority is at odds with 
the other. As indicated inter, we arc in favour 
of boardsof scluxil education. In other words, 
it would be prel'erabtc to have these boards 
limk after the entire s|)ccinim ol school 
education rather than secondary education 
alone. 

International Experience 

international experience shows that unletLs 
the secondary stage of education is miKlc 
terminal in character, the level of competence 
•Tt the middle level in vanous jobs, particularly 
at the vcKatiunal level,rcmainsunsatislactory. 
This is precisely the problem in India. If 
standards of pcriormance at that level have 
to be improved, there is no choice except 
to improve the standards of performance at 
thehighcr secondary level. Onccthat happens, 
those who pass out will have ncquirul the 
ncce.sssiry competence to handle things on 
their own to quite an extent, in other words, 
if the pressure on colleges has to be relieved 
to some extent, the knowledge and skill 
quotient of those completing the .secondary 
and/or the higher .secondary level must 
improve. Only then will education at this 
level come into its own. Clearly, the objective 
at the secondary level should be to make ii 
terminal in character and not treat it as a 
preparation for entry into college which has 
been customary so far. 

If this objective is to be realised, certain 
steps would have to be taken. Two of them 
may be referred to at this .stage. One is to 
reorganise the boards in such a way that they 
become independent units of operation, 
working of course in ervordination with the 
universities and the depanmentsof education. 
The second would be to make everything 
connected with higher secondary education 
so sclf-suttkicmand self-propelling that their 
dependence on other scctuis of education is 
contlncd only to the need for co-ordination 


and not any other aspect of functioning. 

To recapitulate, there are certain prc> 
conditions which iinisl be fulfilled if 
secondary education is to has c the status (hut 
it ought to have and the role it ought to Ih' , 
able to play: 

in) Secondary education has to be ircaicd 
as tcrminul in ch,iraiTcrexcept tor iho.se who 
either aspire for highei education oi wish 
to join any one of the piofcssions which 
through cuslomury usage belong lo the 
university scciur 01 the rest, quiie a high 
pruporiion must he so named that they can 
com|>eicnily handle the ntimeious middle 
level jobs that they would evcniually eoinc 
lo handle. To l>c spciTfic, a bunk clerk docs 
not have to be a college graduate. If our 
schimls were ircrforming at the level at which 
they ought lo pertoim. u school giaihiale 
would be e(|ually compeieni. 

(b) It is the neglect of the norms ol good 
l>crformancc at the middle level which are 
coming in the way of a higher degree of 
perfornumee. whclher ti he m indiisiiy. 
uanspoil.commcK'C. ngriculuircoi unyotha 
sector. Whaicvcr he the area of woik, a 
.sch«K>l graduate should have heen ii allied 
iiuensively enough so as to distinguish' 
between iju.ilily peilomiancc and average 
peifonnuncc In niosi cases, ihc averugc 
level of perlormancc is so low and so 
unsalisraeiory that whether il is produelion 
of g(K>ds and services or the general level 
ot performanec. there is considerable rtarm 
tor imprirvemeiit 

(c) In all those counincs which have cither 
already indusirialiscrl Ihcmselves oi aie in 
the process ot doing so. ihc puliern of 
manpowci planning has got almost disiinclly 
defined. Evciyone. oi nlmo.st everyone, is 
enabled to study up lo the secondaiy siagc. 
The norms of eom|>ctence aimed ni and 
aelually achieved al this level are .so high 
that unless a student wishes lo opt toi cilhci 
higher or prolcssional education, il is not 
necessary tor him lo continue his education 
alter the secondary stage. Provision for part 
time education is generally available. 
Wherever il docs not exist, steps arc taken 
to make it available The <dca is not to 
discourage anytmc tiom educating himself 
lo the best of lies ability. Nor is it intended 

10 shut llie door on laic I’evelupcrs or those 
who change their mind and wi.sh to shift 
from one |oh lo another. Thcrefuic it is 
always ensured that Ihc standards of 
performance at the seconditry level make the 
young people both compcicnl m terms of 
.skills and self-reliant in terms of their 
capahilily Thcic is no reason lo believe that 
Ihc mode ol manpowci planning in India 
will or indeed cun he different. 

(d) The assumption that it is only college 
education which is to he treated as prepai ation 
fur cntiy inio Ihc world ol work has been 
around Itir almost a liundied years in India. 

It would lake at least a couple of decades 
before this assumption cun be pul to rest. 
In order to be able to do so, the standards 
of instruction and performance at the 
secondary level would have to be stepped 
up considerably. The quality of education, 
in other words, is not a secondary mailer. 

11 is of fundamental impoiiance 
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Transport before the Railways 

Rohan D’Souza 

Transport and Communications in India: Prior to Steam Locomotion, 
Voi I (Land Transport, pp xvi -f 327, Rs 500 ) and Voi II (Water Transport, 
pp xiii + 292, Rs 4S0) by John Deloche; Oxford University Press, New E>elhi, 
1993 and 1994. 


ORIGINALLY published in French in 1980, 
James Walker's translation has rendered an 
important work accessible to a wider 
rei^ership in India. The two volumes, much 
in the tradition of the French Annales, with 
imaginative sweeps tempered by meticulous 
detail, exhume and discuss the myriad ways 
and means by which transport and 
communications across the Indian 
subcontinent were aRccted through natural 
iigents, i e, the “energy of man and animal 
on land and the motive force of wind on 
watei”. This thematic delineation has enabled 
Deloche to outline a vast historical bloc 
stretching from remote antiquity to the mid¬ 
half of the 19th century. It has, moreover, 
lent perspective to the persistent continuities 
or dramatic ruptures in routes and the pace 
of travel preceding steam locomotion, which 
radically reorganised these elements. 

Two significant aspects of the scholarship 
must be noted. First is the weave between 
geography and history without either 
collapsing into geographical determinism or 
viewing natural factors as inconsequential 
in the overall pattern of movement. The 
second is the emphasis on a quantitative 
analysis which attempts to attach a numerical 
consistency to a corpus of subjective 
impressions and qualitative assessments on 
roads, distances and inland navigation. Given 
the incomplete and often contradictory nature 
of these accounts as recorded in chronicles, 
travelogues and other sources, the effort 
becomes even more laudable. 

Febvre's injunction that there always lay 
a route at the origin of great countries or great 
national entities has perhaps inspired Deloche 
to attempt an approximation.' In the first 
volume on land transport, he describes the 
‘Indian Z'. Beginning with trails threading 
the gaps and pa$.ses of the forbidding ranges 
of the north-west and arriving on the Gangetic 
plains, the Grand Trunk road served as the 
spine for this traffic by connecting Kabul to 
Agra. From the broad alluvial Doabs, the 
route then followed the fluvial axis of the 
Ganges and predominantly coursed its 
arteries before terminating in the rich delta 
of Bengal. These northern and eastern 
regions, furthermore, radiated currents of 


traffic towards the west, chiefly to the Gulf 
of Khambat on the Gujarat coast. From here 
thclinesdippeddiagonally across the Deccan 
iiV the direction of the Coromandel coast, 
whence the last track reversed itself 
southwards through the Palghat Gap and 
onto the Malabar coast. Innumerable 
secondary lines emanated from or fed into 
the ‘Indian Z’, often appearing, acquiring a 
vitality and then perishing with the change 
in circumstance. 

The roads w^re generally light duty ones 
without any surfacing with durable materials 
and a number of these ‘fair weather roads’ 
or ‘surface tracks' .serviced local and regional 
networks with minimal levelling and minor 
improvements effected by rural 
organisations. The nature of porterage, 
carried out largely by beasts-of-burden, i e, 
pack oxen, moreover, was well adapted to 
the absence of engineering works. However, 
paved roads for c'ertain appreciable di.stances 
facilitated access to some pilgrimage .sites 
and large metropolises. Rotulsof considerable 
technical audacity were also constructed, 
when deemed ncce.ssary, notably, the All’s 
of Assam, which comprised a plexus of 
embankments that synchronised transport 
with drainage. Clearly, the ability for 
organising vast and complex stretches of 
roadways preceded British rule. 

But the two distinguishing features of the 
road system vurVi-v/s the changes introduced 
in the middle half of the 19th century were 
the preference for inordinate detours to 
circumvent obstacles presented by 
topography and the submission to the 
hydrographic mesh of the navigable rivers. 
Con.sequcntly, routes tended to multiply 
deviations and stretch distances besides 
causing traffic to alternate between land and 
water. In the north-west, for example, the 
waterways of the Indus system serviced 
longitudinal communications whil.st the road 
network organised it in latitudinal lines. 

The second volume, which explores water 
transport, outlines the circuit in which land 
routes operated in tandem with navigable 
waterways. A relationship perhaps 
understood and rcflectedinthe establishment 
by Akbar of a department directed by the 


Mir Bahar, simultaneously a naval, officer 
and agent of the highamys. The nautical 
value of the river, however, is a relative 
notion. Though dependent on the flow of 
river, its gradiMt, the depth of its bed and 
the charge of iuTalluvial deposits, it relies 
equally on the ingenuity for navigmimi and 
a vocation for utilising the waterways. Not 
surprisingly, therefore, the fluvial branches 
often dismissed by the British as unreliable 
and shallow passages were intensely worked 
by indigenous experience and technique. 
Even the fairly violent and notorious Kosi 
was plied in certain seasons with barges of 
nine to 10 tonnes. 

Deloche examines both inland and coastal 
navigation. In the former, the major axes of 
circulation were overwhelmingly restricted 
to the northern rivers, whilst for the latter, 
innumerable e.stuarine and littoral ports 
.studded the Indian Peninsula. Though most 
of these coastal ports were of shallow watu|i 
depths, bereft of natural shelters and prone 
to the violence of swells, the craft that 
accessed them, adapted to the circumstances. 
Sailing was mostly carried out in fair weather 
seasons, and the tonnage even of those 
belonging to the early European companies 
was low, thus requiring only rudimentary 
roadsteads for moorage. 

Maritime ports relied critically on their 
relationship with the hinterland for the 
frequency of their use. Kocci (Cochin), by 
the 16th century, eclipsed all other harbours 
on the Malabar coast because it could access 
a network of lagoons which facilitated inland 
trade. Mumbai, despite its advantages of a 
protected roadstead, deep moorage and spring 
tides of favourable amplitude, stagnat^ ftii^ 
a long period because its continental 
approaches were blocked by the Marathas. 
But once the communication lines of the 
interior were uncloggcd by the British the 
port achieved a spectacular vibrancy. 

The modas of transport for negotiati ng the 
land routes and the waterways were diverse 
and innovative. In the former, human and 
animal porterage predominated, while the 
intensity of wheeled vehicles, i e, ox-carts 
was restricted to the tracks between the 
Jamuna and the Gulf of Khambat. The 
waterways were navigated with a range of 
craft from the most elementary of floats, 
rafts and inflated skins to fairly sophisticated 
constructions such as the ‘jhamti’ (pleasure 
boat) on the Indus or the ‘bajara’ which 
coursed the Ganges. 

Seasonality of travel was another 
determining feature, with longdistance tra^J 
abandoned in line with the advance of tii.V4 
monsoons. From roughly the beginning of 
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June to eaily October most land routes 
remained bereft of traffic which dated not 
risk the swollen rivers and roaring cataracLs 
of rain. Coastal maritime activities were 
equally disoriented, the western coa.st ceased 
^nctioning in the months of the south-west 
Monsoons, while its eastern counterpart was 
affected by the north-east rains. Thus during 
periods when the Konkan coast remained 
inactive the Coromandel coast was 
operational and vice versa. 

Deloche's calibration of the speed tor the 
different inodes of transport is rigorous and 
offers a credible insight. For the land-based 
routes the calculations are: private couriers 
covered between 40 and M km per day; 
express couriers achieved up to 80 km a day; 
whilst relay messengers could clock over 
100 km a day, including an astounding 260 
km a day during the reign of Muhammed- 
Bin-Tughlaq. Army marches accomplished 
between a high of 18.7 kin and a low of S.2 
km a day. Commercial traffic by ox-cart or 
with bearers achieved up to 20 km a day, 
while saddled mounts and palanquin bearers 
did distances of between 3S and 40 km a 
day. 

River transport involved speeds, by a fast 
moving ‘bajara’ on the Ganga, of between 
6 .^ and 110 km with the current and between 
32 and 60 km a day, against the current. 
However, each river’s regime in accordance 
with its sea.sonal moods, either slowed or 
quickened transit in a specific manner. 
Moreover travelling time excluded night 
navigation, as most of the barges drew 
towards shore for shelter at dusk. For coastal 
maritime activities, the averages range from 
100 km per day in the best of conditions and 
barely SO km a day during unfavourable 
I winds. A caveat, however, is in order, as the 
figures are rough approximations, mure 
indicative of possibilities rather than the 
norm. 

In conclusion, it would be appropriate to 
question .some of the assumptions about 
transpon in India that have prosjrered from 
sheer inadvertence. Elizabeth Whitcoinbe’s 
essay in the Cambridge Economic History 
of India, to name one. described transpon 
prior to the railways as prone to wastage, 
prohibitively costly, slow and undependable. 
Thiscompreheasive dismissal, without citing 
a reference, is then eountciposed to the 
reliability and speed achieved by the 
railways.’ With Deloche’s magisterial work, 
it is now po.ssible to demonstrate the errors 
involved in such naive comparisons and the 
limits of analysing a complex of transpon 
techniques, imperatives and rhythms in the 
shadow of the railways performance. Rather, 
the diversity in the modes of transport and 
the supple nature of its efficiency in 
negotiating topography andclimatic extremes 


implies a fairly developed grid of 
communication pre-dating the efforts of the 
Briti.<ih.1n fact, the British administration in 
theeariy decades of rule withheld investments 
on road maintenance and thereby aggravated 
the deterioration of the old networks. 
Furthermore the emphasis on irrigation 
prevented the harnessing of rivers as 
navigation lines. Thus, the alleged inheritance 
by the British of an inferior, if not in decay 
and disrepair, transport and cummunicaiio|t 
system, stems partly from their own policic.s 
in the early decadc.s. 

On the other hand, the pre-British roadways 
lacked solid foundations and often a few bad 
setisons eliminated all traces of the road 
itself. EvenTipu Sultan's monumental road 
building activities failed to survive the 
vagaries of the monsoons. The persistence, 
however, across centuries with such light 
duty roads predominantly docile to the fluvial 
axes suggests either a strategy borne of 
experience or failure in technique. Delochc 
advancSs the explanation that the absence 
of hard materials especially in the alluvial 
plains constratned the metalling oi 
macadamising of roads. Alternatively, it is 
probable that the wtisting intlucnce of the 
climate, the frequent and violent divagations 
of the rivers and the mode of transport 


with its emphasis on a supple negotiation 
of the topography, combined to give the 
transport system this peculiar and 
characteri.stic feature. 

Recent studies, moreover, have shown 
that the railways with their inflexible and 
rigid lines had several negative consequences; 
theirembankmentsol’ten disrupted the fragile 
drainage patterns to the detriment of the 
health and productivityofthclocal populace.' 
In contemporary India agitations against the 
Konkan railway line and the East Coast 
Road emphasise the need for deeper 
explorations into the histories of the nature 
and techniques of transportation. Deloche's 
work has clearly opened a tantalising set of 
possibilities. 

Notes 

1 Lucien Febvi’e, A Geogrtipliit iil Ininulucuim 
III Hixliiry. Lumiun. 102.^, p ,136. 

2 Eli/.abclh Whilennihe. 'Irrigation and 
Railways' in Dharina Kumar (edt. The 
Canihriilge E< imomit History of Iniliii, Delhi. 
1984 (reprint), pp 7.37-38. 

3 Sec, for example, Pravceii Singh, 'The 
'Colonised Rivers' of North Bihar: Colonial 
lillervenlion m li rigation and Flood Control, 
1880-1940', unpublished M Phil 
disseriation. Jawahailal Nehru University, 
I99.S. pp79-ll2 


Crimes of Israel 

Robi Chakravorti 

Political Assa.ssination by Jews; A Rhetorical Device for Justice by Nachman 
Bcn-Ychuda; State University of New York Pre.ss, New Yurk, l'J93. 


THIS is a unique study in two senses. First, 
it deals with the history and sociological 
analysis of assassination by Jews before and 
after the formation of Israel. I'he author is 
a professor at Hebrew University in 
Jerusalem. Israel. This reflects the level t)f 
political tradition ot freedom of expression 
in Israel which is comparatively weak in the 
Islamic countries in the region. On the other 
hand, although the study claims to be 
theoretically and methodologically honest 
and systematic, some of the aspects of 
assa.ssination incidcnlsarc nut clearly brought 
out in all the case studies presented in the 
book. 

The first aspect of the study was di.scussed 
in an account of the trouble the author faced 
in publishingthc book and having it reviewed 
in the Jewish-owned media. Thts account 
was published by the author in the January 
1996 issue of the Fottinoies, the official 
bulletin published by the American 
Sociological As.sociation. The author 
received a grant to conduct a re.scarch into 


the [KJlilical assa.ssin.3tion by Jews in 1987- 
88 . The 527-pagc study claims to be the only 
study available which deals with all the 
known ca.sc.s of political as.sas.sination by 
Jews in pre- and post-19481srael and abroad. 
After the book was published, it was reviewed 
insomeofthe professional literaturein Israel. 
Bui. the author wrote, "not even one Jewi.sh 
I'cw.spapcrorm.iga/ine outside Israel agreed 
to publish a review of the book", although 
copies were sent to them. The author is a 
.sociology prolcssorandonccan interpret his 
research topic reflecting a change in mood 
among .sociologists in Israel as the slate was 
established and recognised internationally. 
A book entitled. The Changing Agenda of 
Israeli Sociology: Theory, Ideology and 
Identity by Uri Ram. which was published 
by the .same publisher who published the 
biKik under review, describe.s how sociology 
and .some of its prominent advocates have 
shifted their perspective from one of support 
for YUhuv (the tmofftcial Jewish government 
before 1947) to a .strident critique of Israel 
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state'spoiiticsand practice!!, not only towards 
Palestinians, but also toward women and 
ScpherJic Jews. According to an account of 
the book, while sociologists acknnwle.dge 
Israel’s right to exist, they criticise many 
|K)licies of the state including the treatment 
of {Palestinians. 

The book under review can be seen in this 
perspective. But, at the same lime, one may 
detect some lingering biases in the .study of 
assassinations which are covered under the 
academic style of rhetoric. The author irses 
the concept of symbolic-moral universes 
shaping the interpretation of assassination 
acts. He claims that the sociological model 
he u.sed, viewed the social system as 
comiwscdof different andcompciing centres, 
each one enveloped by a particular.symbolic- 
moral uni verse.This viewpoint is interesting, 
but it fails to point out that at ceiiain contexts 
of stale formation there may be a parameter 
of implicit consensus on the role of 
as.sassination by upholders of different 
symbolic-moral universes. The study presents 
an interesting fact which may be used in 
support of this critici.sm of his theoretical 
approach. "In all the ca.sc.s that we located, 
90 |)er cent of the assassins were never 
caught, brought to trial and found guilty. 
Only 5 per cent were caught, brought to trial 
and found quiliy", (p 44). A persuasive 
explanation of this interesting data is inis.sing 
in the book. 

Ben-Ychuda mentions three main Jewish 
underground groups, Lehi Gizel and the 
Hagana, committing many political 
assassination acts and argues that the 
authorisation of those acts came from the 
political centres of those groups. The 
possibility of linkages of those political 
centres with the power centres at the state 
formation level following the broad strategy 
of using violence to fullll the dream of 
c.stablishing Israel as an act of religious faith 
is not explored in the study. 

The study makes a casual acknow¬ 
ledgement that some acts of assassination 
aimed at non-Jewish outsiders who 
questioned the fundamentalist approach 
to the territorial claims of the Jewish 
state did produce resuits. The assassi¬ 
nation of the UN mediator Count Folkc 
BcrniKlottcin l948,furcxample.contributed 
to the prevention of a partition plan for 
Israel which was unacceptable to almost 
all political groups and their militant 
supporters. 

The section of the assassination plot against 
Count Folke Bernadotte displays the weaker 
side of the study. In the .section, there arc 
critical references to Bernadotte for showing 
lack of interest in saving Jews from 
concentnition camps. The study mentions 
that Hernadotte's assassins were never 


brought to trial. But it fails to mention the 
untlerground linkage that the suspected 
assassin Yi^oshua Cohen may have had 
with Israel’s famous prime minister, Ben 
Gurion. 

A book on Bernadotte’s assatisination 
entiticd,Al)eatliinJenixalein by Kati Marton 
published last year mentions the close 
friendship between Cohen and Ben Gurion. 
'The bix)k, also, gives an account of a live 


television programme in late 199) in which 
thfbe of the principal surviving conspirators 
in the Bemadone as!iiis.siiiation regaled the 
audience with details of how their ^ns cut 
down the UN mediator. 

Usinga sociological term, 'value-neutral’, 
one may argue that in discussing assassi- 
nations.onc has toremeniber that one group’s 
villain may turn out to be another group’s 
hero. 
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Pursuing Third Worid Womb’s fiiterests 

Compatibility of Feminism with Grass Roots Developn^nt 


Archana Kalegaonkar 


In the past, development efforts for poor third world women have often failed to bring about relevant changes 
in the women's lives. This can be attributed, in significant part, to the lack of interest in listening to them. More 
specifically, the agenda for change is frequently predetermined, on the assumption that women’s interests are 
homogeneous throughout various communities. The grass roots development ideology questions this agenda, 
looking to satisfy those needs that are expressed by the women themselves. Where such development does not 
focus explicitly on restructuring unequal gender relations, many feminists disagree with the utility of this 
methodology for women's empowerment. This paper seeks to address the potential for accommodating feminist 
concerns with grass roots development ideals, since the benefits of a collaborative relationship are significant 
for women's development. 


SINCE the 1970s, policy-makers, academics 
and development practitioners have consis¬ 
tently engaged themselves in studies about 
women’s development. After Boserup's 
seminal work on women's role in economic 
development [Boserup 1970], an expansive 
body of research has emerged that seeks to 
create policy aimed at improving third world 
women's lives. Various approaches have 
been adopted towards this end, and while 
the disputes among them have become less 
clearly defined in recent times, answers to 
the critical questions posed by this literature 
ate far from settled. 

In a bid to resolve this dilemma, the grass 
roots development movement offers insights 
on how women and development should be 
linked. Drawingon principlesof participation 
and conscientisation (self-awareness), it 
argues that development is the self-realised 
aspirations of people who are the intended 
beneficiaries. In the context of women’s 
development, women's empowerment is a 
key goal but it is achieved only to the extent 
that they strive for it. This understanding of 
development can reasonably be expected to 
conflict with the ideas of many mainstream 
feminists, who possess a relatively un¬ 
ambiguous agenda regarding empowerment 
andchange. Forthem. women’sdevelopment 
is inextricably tied to women's liberation 
from patriarchal institutions. 

The division between mainstream feminists 
and grass roots development proponents is 
reflected in differences regarding the nature 
of development. The latter consider it to 
represent the personal assessments for change 
as determined by individual groups of 
women. The former, on the other hand, insist 
on a particular concept of change applied to 
all women. Despite the fact that both are 
interested in introducing development for 
poor third world women, they seem to be 
at ods vis-a-vis the correct approach to 
achieving this. Can it be concluded from the 
divergent stances that these movements 
are essentially incompatible? 


This paper seeks to address that question. 
Understanding the scope for compatibility 
between these two groups is important 
because it will determine the extent to which 
policies and programmes can be co-ordinated 
between the two movements. Such co¬ 
ordination would immensely aid poor third 
world women’s efforts to introduce 
progressive change in their social, economic 
and political circumstances. It is ultimately 
not productive for the grass roots develop¬ 
ment proponents and feminists to stmggle 
with one another if their ultimate mission 
- facilitating development for women - is 
the same. 

To assess the scope for compatibility, the 
discussion is structured as follows. First, I 
establish what is meant, for the purposes of 
this paper, by a feminist agenda. This is 
follow^ by an examination of the types of 
needs that can be experienced by women in 
their daily lives. Drawing on Molyneux's 
definitions (Molyneux 1985] of 'practical 
gender needs’ and ‘strategic gender needs’, 
this section lays the ground for understanding 
how well feminist ideas can complement 
grass roots principles. We then turn our 
attention to women’s development as it is 
conceived under the grass roots ideology. 
This is followed by an analysis of the nee^ 
likely to be prioritised by poor women. At 
this point, the tension that is inherent between 
feminists and grass roots development pro¬ 
ponents will be made apparent. The paper 
seeks to resolve this tension by emphasising 
the potential that exists for compatibility and 
arguing that the gains possible from collabo¬ 
ration are significant. It is hoped that this 
work will contribute to discussions of co¬ 
ordinated policies between feminists and 
grass roots development proponents. 

Feminist Agenda 

The feminist agenda consists of the 
demands for a reconfiguration of gender 
roles as they are constructed in society. The 
mainstream campaign is characterised by a 


questioning of the established (patriarchal) 
gender norms, a call for the reallocation of 
duties and responsibilities between men and 
women, and an insistence on casting women 
in new gender roles within society.^ 
Frequently, the cultural specificities of a^ 
community are subordinated in this move to 
reinvent gender identities; that is, the 
oppression shared by ail women is seen to 
overwhelm any differences that may exist 
between them. 

In many of the developing world’s 
societies, the gender role assigned to women 
relegates them to the domestic sphere. 
Western male ideology, proliferated during 
the colonial period, played a large part in 
encouraging the association of the ‘female’ 
with the ‘privatespace’ [Moser 1993]. British 
colonialists, for example, successfully 
promulgated the Victorian conception of 
male and female roles throughout their 
colonies. Moser (1993) outlines three areas 
of responsibility traditionally assigned to'M 
women under this ideology; reproduction, 
production and community management. 

In all three, it can be noted that women’s 
contributions are associated with the 
domestic context, and moreover, they are 
accorded a lesser value than those of men. 

The reproductive role consists of biolo¬ 
gical reproduction and maintenance of the 
economy’s workforce, namely, husbands 
(present workers) and children (future 
workers). The central position occupied 
by these individuals in society is impli^ in 
the way that women's gender is conceived 
around them: women are glorified for their 
‘maternal instinct’, and nurturing abilities, 
both of which define women’s identities in 
relation to men. This glorification has created 
the expectation that women should serve 
men. In addition, it has greatly undermined 
women’s opportunities to act in their own 
right by justifying their widespread-^ 
unemployment in the foimal economy. In 
other words, their role as home-makers is 
of paramount importance, and it is of little 


WC,-) 


Economic and Political Weekly April 26 ,1997 



consequence if they cannot find a role in the 
public domain. 

In the cases where women are able to find 
jobs, these are singularly concentrated in the 
low-income occupations in agriculture and 
^ industry. Relatively new areas of employ¬ 
ment, such as the Free Trade Zones, also 
see a disproportionate number of women 
comprising the worker population. The 
women can be paid lower wages than men 
because of their secondary status in the 
labour market, which itself is derived from 
their primary role as reproducers. 
Furthermore, the socialisation of girls and 
women under patriarchal institutions 
typically teaches them to behave in timid 
and compliant ways, thereby making it 
easier to control them as a labour force and 
to impose exploitative conditions. The sexual 
division of labour in the marketplace 
reaffirms the asymmetrical gender relations 
seen in the hearth. 

Lastly, women’s role in community 
management is also assigned a lower value 
compared to that given to men’s communal 
tasks. Women are expected to nurture com¬ 
munity needs as a natural extension of 
their role as mothers. Thus, they are often 
engaged in the maintenance of water supply, 
health care and education for the commu¬ 
nity in addition to their familial duties. 
Men, on the other hand, choose the extent 
of their participation in the community, and 
this is usually in the limited form of formal, 
political designations. Typically, women’s 
work is unpaid while men receive some 
type of compensation, whether in terms of 
wages nr in terms of increased status and 
power. 

Clearly, women play active roles within 
their families and their communities. More¬ 
over, these roles are o vcrwhel mingly associa¬ 
ted with domestic work. What implications 
does this have for the kind of development 
that women seek? In order to answer this 
crucial question, it is useful to first distinguish 
between what Molyneux has labelled 
practical gender needs (PGN) and strategic 
gender needs (SGN). 

Practical versus Strategic 
Gender Needs 

Molyneux (1985:233) .seespractical gender 
interests as arising from “the concrete con¬ 
ditions of.women’s positioning within the 
gender division of labour”. That is, PGN 
emerge directly from women’sexisting situa¬ 
tion, and draw attention because of their 
immediate relevance to women’s lives. They 
' do not question the social construction of 
gender nor the concomitant divison of 
labour. Instead, their aim is to alleviate the 
burden of responsibilities already allotted to 
women. Thus, for feminists, the satisfaction 
of PGN is more of a palliative than a far- 


reaching solution for the goal of improving 
women’s lives. 

SGN, on the other hand, pose a direct 
challenge to the gender-based division of 
labour. SGN arc derived from the 
subordination of women as witnessed in the 
three spheres of responsibility (home, 
economy, community), and find their basis 
in a vision of aliemativc. more equitable 
societal arrangements. Some of the interests 
on the agenda include reforming landholding 
rights, extending women’s presence into non- 
traditional sectors of the economy and 
introducing laws that prevent male control 
over women. Although they may differ 
according to the particular cultural setting, 
gender needs are tundamcntally strategic 
whenever they question the skewed dynamic 
underlying economic, social and political 
relations between women and men. 

Frequently it is PGN that are satisfied 
under the guise ol ‘development’, such as 
when policy-makers concentrate on pro¬ 
viding women with easier access to water 
pumps, credit for dairy projects, training for 
home-based industries, etc. Such changes do 
not promote the teminist agenda, which is 
committed to replacing established patri¬ 
archal notions ol gender with less dis¬ 
criminatory conceptions of women’s social 
and economic status. Meeting PGN can even 
be understood to do more harm than good 
as it gamers women's support and con¬ 
sequently reaffirms the existing sexual 
division of labour. A PGN-based agenda 
implies an acceptance by women of their 
secondary position within theircommunities 
and society at l.-trge. 

Women’s Dr.via.oPMENT from a 
Grass Roots Development Perspective 

Fundamentally then, PGN represent for 
feminists a futile agenda in themselves. The 
same cannot be said to be true for proponents 
of the grass roots development paradigm. 
This is because the criteria by which the 
success of a development programme is 
judged differs from that used by feminists. 
The grass roots framework is based on 
minimal intervention on the part of outsiders 
and total ownership of the development 
process by women. Viewed in this light, that 
satisfaction of PGN can be a relevant and 
even adequate end for the ideology. 

Key to the grass roots approach is not the 
provision of a particular set of needs but 
rather, the process by which they are satisfied. 
The needs, in the t irst place, must be identified 
as such by the ‘beneficiaries’. The next step 
is for the changes to be implemented by 
women themselves. The grass roots metho¬ 
dology focuses on enabling instead of 
provisioning. As Burkey (1993:48) con¬ 
ceptualises it, “Development involves 
changes in the awareness, motivation and 


behaviour of individuals and in the relations 
between individuals as well as between 
groups within a society. These changes must 
cane from wit fun the individuals and groups, 
and cannot be imposed from the outside" 
(italics added). 

If development is understood to be a 
reversal in slavish attitudes and an awakened 
desire for change (as it is for both feminists 
and giuss roots development proponents), 
the focus of attention then turns to what kind 
of change this will be. The reality of poor 
women’s lives points strongly in the direction 
of a preoccupation with immediate rather 
than strategic concerns. There are several 
reasons why this should be the case. First, 
the onerous and repetitive burden of domestic 
chores, informal jobs and community 
responsibilities constrict women’s ability, 
and even propensity, to consider long-range 
planning as is normally entailed in effecting 
strategic change. The lack of acceptable 
alternatives to the existing social structure 
can further di.scourage their interest in 
pursuing SGN. Young (1988) notes that 
beyond the common history of gender 
oppression, women’s identities arc informed 
by other, more context-specific experiences, 
lliese experiences exert their influence by 
pointing out to women that their situation 
is either unalterable or will become more 
oppressive if they try to change it. 

For an example that substantiates this 
observation, we can look at the lobby to 
expand women’s divorce rights. On the 
surface, this comes across as a cause to 
be celebrated by women around the world 
since it pretends to give them more control 
over their lives. The deeper implications 
of liberal divorce laws however point 
elsewhere; older, economically dependent 
wives will be rendered more susceptible 
to desertion and destitution (economic 
and social) as their husbands find it easier 
to leave them and go after younger, more 
nubile women. Clearly, the layered and 
differential nature of women’s identities 
affect their decision to rally - or not - 
around the battle cry. 

An additional deterrent to adopting 
strategic goals can be the case that many 
women simply do not accord primary 
importance to gender concerns. Many of 
them subordinate gender interests to class, 
racial and/or religious loyalties (among 
others), which makes a universal lobby for 
gender restructuring inherently unstable. 
Unity in such a campaign is difficult to 
maintain, in terms of conflicts of interest 
that may ari.se between various identity 
groups. 

In such a context then, it is not surprising 
if most pour women opt not to follow a 
strategic needs-based agenda. What happens 
when \Komen prioritise practical gender 
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needs in their definition of development? 
The tension that is inherent in the feminism- 
grass roots development relationshipsurfaces 
here, as we are faced with the feminist need 
to create an al l-encompassing struggle against 
gender subordination, at the same time as 
needing to be respectful of the bottom-up, 
participatory principle. The dilemma emer¬ 
ges as to whether the grass roots devetop- 
mentideology is accommodativeoffeminist 
ideals. 

Accommodating Feminist Ideals with 

Grass Roots Development Approach 

The capacity-building emphasis of the 
grass roots development approach makes it 
just as likely for strategic demands to be 
adopted by women as those of a more practical 
nature. Its focus on empowerment-gaining 
awareness of one’s capabilities - sebks to 
facilitate the emergence of an agenda.'Alter 
this, it is the women’s prerogative to decide 
the nature of the change.s to be undertaken. 
Clearly, there is no bias inhering in the grass 
roots development framework against the 
ideals expressed by feminism. (By contrast, 
the latter insists on a particular agenda, which 
goes again-st the non-imposing principle of 
the former.) 

It is also worth emphasising that a PGN- 
based agenda does not preclude SGN from 
being asserted. Rather, meeting practical 
needs can serve as an invitation for strategic 
needs to emerge. After satisfying basic, 
pressing needs, women may often find the 
space toenvisage a more radical, i e, .strategic 
needs-oriented, agenda. Looking at the issue 
from a pragmatic point of view, sequencing 
the order in which needs are fulfilled is 
feasible and probabi y easier to accept for the 
women and their surrounding society, in lieu 
of revolutionary change that is introduced 
without preparing any ground. This is likely 
to be the case for many development planners, 
practitioners and third world .state olTicials 
as well. These individuals are frequently 
programmed to follow patriarchal ways of 
thinking in their work, and will show 
resistance, if unprepared, to the types of 
social upheavals inspired by strategic 
agendas. 

The example of ‘creches' can clarify the 
notion of sequencing change. In order to 
resolve the dilemma faced by many women 
as to where children can be left while they 
work, development agencies can establish 
child care facilities close to the mother’s 
workplace. This is a typical solution to a 
practical dilemma. Taking the improvement 
one step further, a strategic need would be 
met if women insisted on locating the creche 
near the father’s place of work. This would 
not only mitigate their worries associated 
with child care, it would also serve to 
redistribute responsibilities among the 


parents, thereby challenging established 
gender roles. The re-evaluation of change 
- from PGN- to SGN-type development - 
is thus conceivable and often can be the 
optimal approach. 

Looking elsewhere, a significantly im¬ 
portant area of action lies in the allocation 
of credit for rural development: credit can 
bedispensed ina way that meets both practical 
and strategic needs at the same time as 
following the people-centred methodology. 
Wignaraja (198S) outlines the inappropriate 
natureof existing formaiinstitutions,namely, 
banks, vis-a-vis the needs of the rural poor, 
especially women. The lack of flexibility 
and requirements of collateral and certified 
identification effectively put state-sponsored 
credit out of their reach. To redress this 
insensitivity to the women’s situation, 
Wignaraja calls for a radical reorientation 
of the institutions. 

To make the formal credit system more 
accessible, Wignaraja propounds a change 
in attitudes as well as regulations. For 
instance, banks shopld not only be found 
within easy reach oSthe mral poor women 
but the bankers should also be able to identify 
with them. This means a willingness to 
undertake the bureaucratic tasks unfamiliar 
to the women, and being supportive so as 
to enable the latter to confidently appro¬ 
priate the process. In addition, there should 
be a flexibility in the issuance of credit to 
allow for the seasonality and variety in poor 
women’s work. Furthermore, banks should 
accept alternative forms of identification to 
accommodate them, e g, SEWA Bank’s 
policy of accepting photographs in place 
of signatures as a means of identification. 
The practical need for credit can be met in 
this way, while the gender-sensitised attit¬ 
udes of bank officers can enable strategic 
change by processing loans for ‘non- 
traditional’ types of activities, e g, carpentry. 
Ultimately, the credit system should be 
such that women are able to effectively 
utilise it in furthering their own develop¬ 
ment goals. 

Conclusion 

The opportunities available for adapting 
creche locations and credit banks to the 
needs of poor third world women illustrate 
the possibility forthe grass roots development 
ideology to truly reflect a ‘women’s agenda’. 
That is. participatory development readily 
accommodates practically-oriented 
improvements in women’s lives as well as 
more far-reaching social redressals. Tlius, 
for feminists who are sceptical of the grass 
roots methodology’s ability to catalyse 
gender restructuring, the message is clear: 
a strategic, feminist agenda can be pursued 
under this framework. What is more, its 
fulfilment is more meaningful to its 


beneficiaries as they, and not benevolent 
strangers.aretheones who leadintheground¬ 
breaking process to regain control over their 
lives. ‘ 

Essentially that, the divergence in (Nriorities 
among the two groups is not as total an^,, 
irreconciiiable as it appears at first glance.V 
This is propitious since there is much to be 
gained from a co-operative relationship 
between the two ‘camps’. Most funda¬ 
mentally, feminists can play the crucial role 
of sensitising development agents to gender 
issues. In this way, the patriarchal bias that 
frequently reveals itself even in the best- 
intended of actions can be diminished. 
Fostering such sensitivity will also help in 
broadening women’s possibilities for self¬ 
empowerment. Gra.ss roots practitioners, for 
their part, are well-suited to expound on the 
importance of letting local women determine 
their priorities for change. TIrey are well 
awareof past attempts to impose development 
agendas from the outside (wd lop) which 
failed miserably. Consequently, it is vital to 
share this knowledge so that zealous feminist^ 
also comprehend the dangers of extreme 
interference. It cannot be as.sumed, on any 
count, that t heir ideas for a ‘gender revolution' 
will neccs.sarily be echoed by their poorer 
sisters. 

It is clear that much useful dialogue can 
be conducted between feminists and grass 
routs proponents. Sharing knowledge, 
experience and advice will significantly and 
positively affect the ultimate beneficiaries, 
tho.se women in the third world who live in 
poverty and oppression. The priorities and 
values upheld by feminists and grass roots 
proponents will serve to rein in and correct 
excesses pertaining to the other while 
highlighting the virtues associated with each. > 
In light of these possibilities, it is crucial for^ 
attention and energies to bo directed towards 
building a bridge that will permit the 
occurrence of such exchanges. 
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Women’s Paid Domestic Work and 
Rural Transformation 

A Study in South Gujarat 

Uma Kothari 

The organisation of domestic work articulates not only gender differences and inequalities within and between 
households but also those of class and caste. This study examines the ways in which these class, caste and gender 
relations are constructed, reinforced and negotiated in an activity which cuts across the dichotomies of paid 
and unpaid, reproductive and productive and the household and the market to distinguish domestic work from 
other forms of employment. 


IN this article 1 examine the paid domestic 
labour of lower class girls and women from 
landless households within the context of a 
rural society undergoing, rapid trans¬ 
formation. Although an important source of 
employment for many women, particularly 
|| in rural societies paid domestic work is one 
of the least studied areas of work. This is 
in part due to narrow definitions of what 
constitutes 'productive' work which often 
do not include the activities of domestic 
servants. Furthermore, the invisibility of this 
area of work is perpetuated by the view that 
employment in rural areas is predominantly 
agricultural and that people in rural areas are 
poor farmers or labourers who would not be 
able to afford domestic servants, a privilege 
restricted to the urban middle classes. This 
however is not thecase. With an increasingly 
wealthy rural elite, the demand for domestic 
labourers has been growing rapidly, 
particularly in south Gujarat, since the 
introduction of sugar cane which has enabled 
g a group of previously small farmers to amass 
* large amounts of capital. Thus, domestic 
work is an important source of income and 
employment in this region. 

Since the early 1970s, discussions about 
the sexual division of labour i n ‘third world’ 
rural economies have prompted a number of 
emergent theoretical perspectives on the form 
and value of women's work and how it is 
differentiated from the work carried out by 
men [Beneria 1982]. These studies have 
encompassed analyses of work patterns 
within and outside the household with the 
debate initially focused on women’s paid 
work, particularly in agricultural production 
(Boserup 1970]. These early analyses tend 
to concentrate on women’s access to, and 
participation in, the labour market and locate 
gender inequalities i» the sphere of paid 
produ(;tion. However, they largely ignore 
the contribution of unpmd work, carried out 
for the maintenance and reproduction of 
$ households, which is erroneously conceived 
as part and parcel of a woman’s social (rather 
than economic) responsibilities as a wife and 
mother (Whitehead 1985; Sharma 1986]. 


The importance of this domestic work to 
production and reproduction is now widely 
recognised and increasingly considered in 
analyses of work patterns and rural change 
[Beneria 1982;Gold.<>chmidt-Clerinont 1992; 
Kabeer 1991] as a full understanding of 
women’ $ experiencc.\ cannot be gained with¬ 
out an examination of these responsibilities. 

However, women's paid work as domestic 
servants continues to tw neglected. This area 
of work includes activities carried out for 
the maintenance and reproduction of 
households other than one's own which is 
paid in cash or kind or a combination of the 
two. In many rural studies the focus has been 
on women's labour participation in 
agricultural production orten mistakenly 
assumed to be the only form of paid 
employment available to women from poor 
rural households. In fact, in many villages 
of south Gujarat over 20 per cent of female 
labourers work as domestic servants, often 
combi ning this employment with agricultural 
work on a seasonal and even daily basis 
[Kothari 1991]. Domestic work therefore 
provides a substantial form of employment 
and income for many households yet has 
remained an area relatively marginalised and 
unvalued in studies of rural change. 

Many studies of work patterns construct 
dichotomies between paid and unpaid work, 
and productive and reproductive activities. 
However, domestic work does not fit neatly 
into these conceptual categories and because 
much of this work is extremely poorly paid 
and takes place outside of the (more) 
organised agricultural labour market, it has 
often been ignored This is partly due to the 
narrowness of conventional concepts of 
'work' and ‘economic productivity' which 
usually focus on activities which produce 
surplus value [Beneria and Feldman 1992; 
Elson 1995; Tinker 1990].,This activity is 
often not conceived of as ‘work’ since it is 
an extension of tasks that women carry out 
for their own households for ‘free’ and, 
although it is paid, rates are often well below 
a male labour’s wage and frequently in kind 
rather than in cash. 


Thus, domestic work is a very different 
form of activity to other forms of waged 
work and requires adiffercnt set of conceptual 
and methodological tools to analyse. Not 
only does the dichotomy of productive and 
reproductive work need to he questioned but 
also the dualism of public and private spheres. 
Furthermore, there is a need to highlight the 
complexities of this area of work in order 
to show how important it is to (employer and 
employee) household strategies for survival 
and change. 

Recent studies on domestic servants and 
maids have tended to focus on the 
international migration ol women labourers 
[Heyzer 1994] and their experiences are 
ana]y.scd within thecontextofwomen’srights 
and the violence faced by many maids 
[Visram 1986]. In Beasley’s study of the 
mistreatment and exploitation of paid 
domestic workers she finds sexual abuse, 
violence, low wages and insecurity of 
employment. She writes. 

Since the liberation of Kuwait in March 
1991 to the present, nearly 2,000 women 
domestic servants, mainly from Sri Lanka, 
Bangladesh, India and the Philippines, have 
fled the humesof abusive Kuwaiti employers 
and sought refuge in their embassies. This 
mass exodus of maids is the culmination of 
a long-standing problem of abuse of Asian 
women domestic servants...while not all 
domestic servants in Kuwait suffer at tl'.e 
hands of their employers, a significant and 
pervasive pattern of rape, physical assault 
and mistreatment of Asian maids takes place, 
largely with impunity [Beasley 1994:33-54]. 

Domestic servants are often excluded from 
labour laws which means that they are not 
entitled to the same rights as other workers 
[Beasley 1994). In partsoflndiadebt bondage 
is an abuse which continues in domestic 
employment. 

Since women who migrate abroad to work 
as domestic servants live in their employer’s 
household and do not take family members 
with them, they have few of their own daily 
domestic responsibilities.' Thus, in these 
studies there has been little analysis of the 
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ways in which women combine different 
spheres of work on a daily or seasonal basis. 
In the study presented here, domestic 
labourers live within their own households 
and many of them must combine paid 
agricultural work, with unpaid and paid 
domestic work on a daily basis. There are 
thus often conflicting demands on their time 
with employers and household members 
demanding certain tasks be carried out. For 
example, just as they ate unable to leave their 
own children uncared for, they are put into 
a position where their employment also 
demands that they do not leave other children 
unattended. This means that there is very 
little scope for these workers to negotiate 
their time. This is made even more difficult 
as they cannot use their salaries as tools of 
negotiation as they are often not paid in cash 
and the payment in kind isusually calculated 
on an annual basis. 

This research examines domestic work in 
a mral environment while most of the studies 
in this field concentrate on urban employment 
of domestic workers employment [Cock 
1988;Croll l986;Raghuram 1993]. In these 
studies, migration is often an important part 
of the analysis as women move from rural 
to urban centres to work as domestic servants 
andofleneven migraleintemationally. While 
the number of women employed in domestic 
work in urban areas in India is much higher 
the numbers inrural areas remain significant 
and increasing [Raghuram 1993]. 

Much of the literature on domestic work 
ties in the demand for this sort of labour with 
the wider labour market. That is, they show 
that domestic servants are necessary so that 
other women can be released from their own 
domestic responsibilities to gain access to 
paid employment outside the home. As 
domestic servants release other labourers to 
carry out productive work, the form and 
structure of paid domestic work has to be 
seen within the wider context of the changi ng 
labour market and the overall economy. Crol I 
argues that the rise in the numberof domestic 
servants in China is an attempt to "reduce 
the domestic labour required of China’s 
working women to service and maintain 
their households" [Croll 1986:256]. 
Furthermore, domestic workersare required 
in China to allow other women to increase 
their contribution to production and 
modernisation programmes so that demands 
on their domestic labour have to be reduced 
[Croll 1986:256]. However, this is not the 
case in many parts of India where domestic 
labourers are employed so that women from 
upper class households can be removed from 
carrying out manual work in order to raise 
the status of their hou.seholds. Aspirations 
for higher status and class position amongst 
upper ca.ste patidars in south Gujarat has 
necessitated their removal from manual work 
and therefore halpati women from landless 


households are employed as part of this 
process of maintaining and raising the status 
of their employer’s household. This has 
important implications for the relationship 
between employee and employer. Thus, 
domestic labourers are involved in wider 
economic and social change as they 
participate in processes of caste and class 
transformation. 

Recent studies on the liberating effects of 
women's incorporation into wage labour 
have raised some important issues about the 
transformation of gender inequalities. While 
some research confirms that women have 
greater control over their own lives with 
economic independence others have 
suggested that women work harder and longer 
hours but continue to have little control over 
the income that they earn and their household 
status remains low. This paper examines the 
extent to which women's involvement in the 
paid domestic sphere has allowed them more 
control over their own lives and greater 
bargaining power/decision-making within 
their own households and has led to changes 
in intra-household relations [Dwyer and 
Bruce 1988]. 

In this article I also question the distinction 
often made in rural studies between 
agricultural and non-agricultural work. This 
has implications for evaluating the diverse 
and extensive responsibilities of domestic 
workers, not only in reproductive activities 
for the maintenance of the employer's 
household, but also in productive activities 
which affect the employer's hou.sehold 
income and supply of labour in farming 
activities. 

The organisation of domestic work 
articulates not only gender differences and 
inequalities within and between households 
but also those of class and caste. This study 
examines the ways in which these class, 
caste and gender relations are constructed, 
rei nforced and negotiated i n an acti vity which 
cuts across the dichotomies of paid and 
unpaid, reproductive and productive, and 
the household and the market to distinguish 
domestic work from other forms of 
employment. 

l^e first section looks at halpati women’s 
access to employment as domestic workers 
and illustrates how this is closely linked to 
the paid employ ment of their male household 
members. Women can generally only gain 
access to domestic work if a male member 
is employed for the same landed hou.sehold 
as a daily agricultural labourer. Where this 
is the case, women rarely have an alternative 
to working as domestic labourers for the 
same employer. 

Inthe second section I identify thedifferent 
tasks that these women perform and the 
ways in which these activities are combined 
with their other daily and seasonal 
responsibilities. 


The final section examines the relationship 
between employer and employee within the 
context of paid domestic woik and focuses 
on the sociiil and econonticvalueof this form 
of paid employment and the extent to whiqh 
this contributes to transforming gender ariif 
class relations. 

I 

Gender, Class and Work in 
Rural Gujarat 

This study is based on research carried out 
in a small village in south Gujarat, India, and 
considers the effects on women's woric in 
a rural society undergoing substantial 
agricultural change. Since the 1970s there 
has been a shift from contton to food cash 
crop production, particularly sugarcane. The 
area studied is also characterised by high in- 
and out-migration of seasonal labourers and 
international migration by members of 
landholding households. 

The major landholders in the area, thb 
patidar caste, own or control through renting’ 
most agricultural land. Patidars have become 
involved in the highly lucrative sugar cane 
production and have set up sugar co¬ 
operatives to crush the cane and market the 
crops. Theco-operatives arealso responsible 
for finding labourers to harvest the cane 
Since migrant labour is cheaper than local 
labour they bring in workers from the 
neighbouring district of Khandesh for the 
harvesting season [Breman 1985]. This ha.s 
meant that many local agricultural labourers 
are pushed out of the labour market for a 
substantial part of the agricultural cycle. 
These labourers are halpatis, the largest caste 
group in the area and, for the most part, 
landless. 

Halpatis were formerly bonded labourers 
in the 'halipratha' system [Breman I974J. 
All members of a halpati household would 
be bonded through debt to a landholding 
household whereby they were required to 
live on the farmer’s land and work as 
agricultural and domestic servants. Their 
hours of work, responsibilities and form of 
payment were unspecified and irregular. 
S i nee they I i ved on the landholders land they 
were considered available for work 24 hours 
a day and were generally paid in kind with 
an annual cash gift at divali. Male halpatis 
worked almost exclusively on the farmer’s 
land and in other agricultural tasks including 
marketing, while female halpatis carried out 
a combination of agricultural and domestic 
tasks. However prior to the introduction 
of sugar cane production, female bonded 
labourers worked moreinthefarmer’sfields 
than in his house. 

With the gradual dissolution of tl^' 
halipratha system and increasing'' 
commercialisation ofagricultural production, 
work patterns have changed substantially. 
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Halpadb have now entered into a more 
eontraiiltual and formal idationship with their 
patidar employers. The activities dwy carry 
out, their working hours, conditions of 
employment and pay have become more 
defined and specified. Until the 1960s, it was 

f ^o common for patidar women to work 
ongside their labourers in the fields but as 
patidar men began to accumulate income 
throu^ cash crop productiim their aspiration 
for higher status meant the removal of women 
from more manual work. 

With patidar women being increasingly 
restricted to activities within the home and 
tbeirmobility outside the home significantly 
reduced, halpati women followed them into 
their homes to carry out domestic tasks. At 
the same time, many patidar households 
were changing in size and composition due 
to increasing out-migration and the breaking 
up of joint households and subsequently 
there were fewer women in the household 
to share domestic responsibilities. Thus, 
halpati women became increasingly defined 
as ‘dome.stic’ labourers, patidar women are 
Inuw involved in supervisory and managerial 
tasks within the home, cooking for house¬ 
hold members and maintaining and raising 
the status of their households. They have 
greater control in this area of work than in 
any other, making decisions, organising 
andcarrying out of tasks, and delegating 
responsibilities. At the same time they have 
become dependent on paid domestic 
labourers to reduce their workload and raise 
the household status. 

Those halpatis who are able to find 
employment now work as agricultural and 
domestic labourers for the patidar 
landholding caste Although the halipratha 
system no longer exists in the same form, 
informal and oppressive employment 
practices still prevail as will be shown. The 
following section describes the division and 
organisation of halpati labour and examines 
the process by which some women gain 
access to paid domestic work in patidar 
households. 

Gender Division or Labour and Women’s 
Access to Domestic Work 

Halpatis arc employed either as ‘khayam 
mujoor' or ‘choota mujoor’. The former are 
in the daily and 'permanent' employment of 
patidar farmers while choota mujoor are 
casual labourers who arc employed for 
agricultural tasks in the planting and 
harvesting seasons or as domestic labourers 
on an occasional basis when, for example, 
a patidar wedding is being organised or after 
the birth of a baby in a patidar household. 

Only halpati men areempioyed as khayam 
agricultural labourers and only women work 
as domestic labourers. In fact, the term 
commonly used for a domestic labourer is 
‘dubli’, a halpati woman.’ Men are never 


employed as domestic woriters* although 
some di^y male agricultural labourers are 
occasionally required toperform tasks which 
are conceived of as ‘women’s work’, such 
as sweeping floors and collecting water. 
Halpati women also cany out agricultural 
tasks cither as part of their domestic work 
or as agricultural choota mujoor. 

Men who work as khayam mujoor for a 
landholding household tend to be those whose 
parents worked for the same household. 
Although they are not bonded in a formal 
sense and arc no longer part of a relationship 
with farmers based on coercion, subjugation 
and dominance, characteristic of the 
halipratha system, they have some 
‘obligation’* through household ties, to work 
forthe same household. When kayam mujoor 
borrow money from their employer for their 
marriage, they arc obliged, to pay off the 
debt by continuing to work for the household 
and by bringing their wives to work as 
domestic labourers Therefore, women 
married to men who are daily agricultuial 
labourers often have no choice but to work 
as domestic servants. Thus, women’s access 
to paid domestic employment is very much 
conditioned by thecmployment opportunities 
of male members of their household. Since 
only some men work as kayam mujoor 
domestic employment opportunities are only 
available to certain halpati women. 

While not all women want to work as 
domestic labourers it is the only form of 
regular pennaneni employment available to 
women. Nonetheless, it is generally accepted 
that there arc benci i ts to be gai ned from both 
husband and wile working for the same 
employer since payment in kind is an 
important component of their remuneration, 
enabling the labouring household to subsist. 
They also have certain other benefits 
unavailable to otiici labourers who work in 
more formal employment which include 
access to loans and additional non-cash 
payments such as food, clothing and money 
for medical expenses. 

Although the relationship between 
employer and employee is considered 
advantageous by both, it remains one in 
which ultimate control and power rests with 
the employer and therefore, these benefits 
cannot be considered mutual or equal. For 
example, agricultural labourers are paid Rs 
five/day while paid domestic labourers are 
paid Rs 10/month plus two meals a day and 
clothes once a year. Although women are 
paid, in cash and kind, separately from male 
household members who work for the same 
employer, the amount paid is insufficient in 
itself for household survival. Therefore, it 
is considered only .supplementary to the real 
male wage. The employer thus continues to 
prefer labourers I ram the same household 
as he is then able to pay low individual 
wages. 


Women who are~ob1i^d to w6rk as 
domestic labourers for the same employer 
as their husband from the day that they get 
married, are known as ‘ghami dubli’. A 
ghami labourer is literally one who ‘belongs’ 
to the household; she is 'of the household’ 
since her wedding was paid for by the 
employer. Forexample, Jagu Halpati’s father 
and grandfather worked as daily agricultural 
labourers for Chagan Muni’s father. At the 
time of his marriage, Jagu borrowed money 
from Chagan for whom he was working as 
a kayam mujtxrr. Jagu’s wife Kusum, was 
then employed as a domestic labourer. 
Neither Jagu nor Kusum are able to give up 
this form of employment or work for anyone 
else until their debt to Chagan of Rs 400 is 
paid off. Thus, a form of bonded labour 
system persists. 

Some women stop working as paid 
domestic labourers when their husbands no 
longer work as daily agricultural labourers. 
However, because of their past connection 
with the household through debt and 
.servitude, gharni labourers are often called 
back to work for the household whenever 
their services are required. They continue to 
work whenever called, because of their 
continued financial instability. If they have 
maintained a relationship with a particular 
landholding household, they have access to 
loans. However, if they refuse to work when 
they are called they may find that they have 
no means to obtain money in slack 
agricultural pcruxls or for marriages. Even 
if a woman does not want to work she is 
often compelled to by male members of her 
hou.sehold so that this access to loans and 
possible employment opportunities can be 
sustained. 

Furthermore, this usually means that ghami 
mujoor must at any time give up other paid 
work and reorganise their own unpaid 
domestic responsibilities to respond to the 
labour requirements of landholding 
households even though they are generally 
only employed for one or two days in order 
to perform a specific task and arc paid less 
than the wage they would normally be 
receiving inagricultural work. The employer 
feels no need to offer a financial incentive 
as the labourer’s domestic work is guaranteed 
and praises the domestic labourer for her 
continued commitment and loyalty to his 
household, often trying to give her the 
impression that he considers her to be ‘one 
of the family’. Although halpatis are not 
taken in by this patronising attitude and false 
familiarity, they recognise the value of 
adopting a strategy that may ensure their 
future economic survival. Similarly, the 
employer is aware of halpati labourers’ 
possible future need to borrow money. 

There are exceptional situations where 
halpati women work as domestic labourers 
although male members of their household 
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no longer work aa kayam mujoor for the 
same employer. For example, Magan Gela 
Patel rents out all his land so he has no need 
for agricultural labourers but to maintain his 
class and caste status he is required to remove 
his mother and wife from menial domestic 
activities and employ a domestic labourer.' 
This is difficult b^ause he ba.s no direct link 
to a kayam mujoor and thus, neither to a 
domestic labourer. However, Chibo Halpati 
used to work as an agricultural labourer for 
Magan's father and this historical household 
relationship enabled Magan to ask Chibo's 
daughter Munki and grand-daughter Gita, to 
work as domestic servants. 

In other cases, where a farming household 
employs more than one kayam mujoor but 
needs fewer domestic labourers the usual 
arrangement is for each domestic labourer 
to work alternate years and look for paid 
employment in the intervening period. 

Although it is generally wives of kayam 
mujoor who arc employed as domestic 
servants, their daughters also become part 
of this employment. I'he remuneration paid 
to women sometimes includes the labour of 
daughters so that young girls work as a 
component of their mother’s wage. In most 
patidar households, halpati mothers and 
daughters work as domestic labourers. When 
asked how many domestic labourers a patidar 
woman employs, she usually omits to mention 
daughters of domestic labourers despite the 
fact that many carry out a substantial amount 
of work. In many halpati households, 
although sons aie sent to school for a few 
years, daughters rarely arc. 

Tasks that a domestic labouier is required 
tocany out are often di vided between mother 
and daughter and change in time, with 
increasing responsibility being placed on the 
daughter. They arc both clothed and fed but 
the daughter never receives a cash payment. 
Many daughters of domestic labourers like 
Succo and Gita, stay and work for the 
employer for the whole day whereas their 
mothers leave at noon, cither to carry out 
their own domestic responsibilities or take 
on paid agricultural work. 

Ten year old Succo works at Jaya Patel’s 
as does her mother Bhuli. Bhuli works from 
7 am until noon washing most of the clothes 
and collecting water from the well. Succo 
sweeps and cleans the house and yard and 
washes dishes and cooking utensils. Succo 
is also responsible for looking after Jaya’s 
18-month-old son. Bhult receives Rs 10/ 
month, one meal per day and a sari once a 
year. Succo, on the other hand, receives 3 
meals a day and clothes once a year but no 
cash payment. 

Succo has never been to school but although 
she receives no cash payment, her parents 
feel that since she gets clothed and fed they 
are better off. Girls of Succo’s age are too 
young to work as choota mujoor, which is 


the only other form of employnienl open to 
female halpatis, so for many pareius, the 
financial burden of caring for children can 
be relieved if the mother works as a paid 
domestic labourer and takes her daughter 
with her. Some of these young girls stay 
overnight and, although they never become 
part of the employer's household, patidar 
women have a responsibility for their daily 
well-being. In fact, one patidar woman 
considered how and when she should discuss 
menstruation with her young halpati girl 
servant; as she saw this as her responsibility 
rather than the girl’s mother’s. It is in the 
employers’ interest to provide for their 
labourers’ daughters since they will one day 
take over their mothers’ tasks. Since halpatis 
are not opposed to 'ghar jamai’ (husbands 
living in their wives’ natal village), it is a 
good investment to look after labourers’ 
daughters in the hope that this will guarantee 
tlieir'iiidthcirhusband.s' labourin adulthood. 

II 

Activities of Paid Domestic Workers 

Paid domestic work is an area of 
employment that has been ill-dcfincd in terms 
of the range of activities, hours of work luid 
terms of employment. J acklyn Cock, wri ti ng 
about domestic .servants in South Africa, 
suggests that there is a significant difference 
in their situations when compared with other 
wage workers who 

...sell their labour power as a commodity lor 
a definite period of time in exchange tor .i 
money wage Work relationships aic 
impersonal and involve a clear separation 
between work place and home, in both 
temporal and spatial terms. The domestic 
servant by contra.st frequently works incgular 
hours: she receives part of her payment in 
kind, and the 'hve-in' domestic servant is 
accommodated m the work place [Cock 
1089:31. 

The activities carried out by paid domc.stic 
labourers are similar to those pcriormed 
within their own household, although the 
specific tasks and ways of carrying them out 
may differ. Clearly, one of the main 
differences between paid and unpaid 
domestic work is that die former involves 

following a work routine that is imposed by 
the employer’s orders rather than evolved 
for on.self [Cock 1989; 57]. 

In fact, many of these women are looking 
after two hou.seholds but spend more time 
in, and do f.-.r more for their employer’s than 
they do in their own [Cock 1989]. 

Gujjari Halpati describes her work day; 
1 come to Kaki’s at 7 am most days but 
sometimes I am a little late as 1 have to cook 
and collect water for ray own family before 
I come to work. When 1 arrive at the Kanbis 
house Kaki gives me a rotla and tea. and 


• then 1 go ImmedHUely to water fttim 
the drinking-water well. The ‘matlaa* are 
heavy and sometimes i have to make two 
or three trips but, I don’t really mind this 
work: 1 can meet my friends at the well and 
we talk while we wait for our turn. Kaki 
always shouts at me. “don’t spend so much 
time at the well making ‘gupsup’ with th(^:>^ 
dublis, there’s lots of other work to do’’.' 
When 1 gel back. I clean and sweep the house 
and courtyard and then wash the clothes. 
This is the job I least like. In the summer 
it is very hot and there are so many clothes 
to wash. I eat something at 11 am and then 
clean the batliroom. After they have eaten, 

I wash the dishes and utensils before I have 
my own lunch. I don't eat there, I go home 
with my food and feed my children and 
‘sasra’ (father-in-law) who is not very well. 
Snmetime.s. Kaki asks me to come back in 
the afternoon and help with other jobs; 
grinding grains, clearing out the ham and any 
other work. On my way home, I collect fire¬ 
wood and w.^icr before going back to cook, 
and clean my own house (Gujjari Halpati). 

Paid domestic labourers are involved in 
a wide range of tasks on a daily basts. Besides 
those relating to agricultural work, most arc 
similar to those they arc required to perform 
for their own households. However, within 
paid domestic work, their time and 
responsibilities are controlled by their female 
employers and thus, they have low status not 
only inthc village but amongst othcrhalpat’s. 

Domestic labourers are primarily 
responsible for carrying out tasks that are 
ncccs.sary for the day-to-day running of the 
employer’s household. They carry out all 
cleaning tasks m and around the house, wash 
clothes and dishes and collect water from 
the well. Some domestic labourers are 
involved in childcare activities but these are 
carried out as a secondary re.sponsibility. 
pcriormed while the labourer carries out 
oilier tasks. For example, they may watch 
overtheiremploycr’syoungchildrcn playing 
in the courtyard as they wash the clothes or 
take these children with them when they 
fetch water from the well. Since childminding 
is considered more of a collective 
responsibility, domestic labourers are never 
askcd.or employed specifically, to look after 
children, but it is expected that they watch 
over them and feed and clothe them in the 
morning if no one else is around. One 
domestic labourer complained 

I have to wake up very early to cook food 
for my family and then be at work hy 7 am. 

I leave my own children dirty and undressed 
so that I can arrive here and wash and dress 
the Patel’s children (Shanti Halpati). 

The division of tasks between female 
employer and employee is based on the 
degree of physical exertion required to carry 
out the task and the extent to which the task 
is seen as being complicated and requiring 
some skill and planning. Domestic labourers 
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cany tnit all domestic tasks except cooking. 

It is generally thought that cooking involves 
someskill andexpertise and therefore cannot 
be carried out effectively by a domestic 
servant. However, domestic labourers are 
always involved in food preparation; they 
collect fuel for the ‘chulla’ (cooking hearth) 
and clean and peel vegetables for cooking. 
This divisionof tasks between employer and 
employee is ba.sed on rules of purity and 
pollution. Most upper caste and class 
members, although willingtoallowdome.stic 
labourers to cany out tasks such as fetching 
water and cleaning grains and vegetables, 
would find it polluting to have a domestic 
servant touch their chulla. There are also 
more important practical considerations. 
Most domestic labourers work only until 
noon and are not available to help cook the 
evening meal while the main meal is in the 
morning when domestic labourers are busy 
carrying out other tasks. 

Domestic labourers are often required to 
perfomi tasks for other members of their 
employers’ ‘kutoom’, particularly during 
wcdding.s, or for a neighbour when her daily 
domestic labourers are unable to work. Since 
domestic labourers have no control over the 
type of work that they are lequired to perform, 
they can be dispensed to other households 
whenever needed. 

The labour ts more .solitary as domestic 
labourers work in isolation and so any 
opportunity to work together is cause for 
excitement. During the wedding season, 
domestic labourers arc ‘pooled’ together to 
carry out the necessary preparations. 
Although this involves a lot of work, many 
domestic labourers enjoy the change from 
the tedious daily tasks that they are required 
to perform, and it is one of the fcw occasions 
when they can work collectively. One halpati 
woman commented, 

we had great fun preparing for Bhavna's 
wedding. There was Munki, Gita. Munju, 
Dai, Lalita; all of us working together in the 
'vado' (courtyard). We stayed there all day 
laughing and joking as we watched the kanbis 
arriving all dressed up (Shanta Halpati). 

A patidar woman who allows her Dubli 
to help other patidar women maintains or 
raises her position amongst them; is perceived 
as a generous woman, willing to do others 
a favour. Of course, it is not her own labour 
which she has extended but the labour of her 
employee as if it were her own. This further 
exemplifies the lack of control domestic 
labourers haveovertheirown time and labour 
and raises issues of ownership of labour so 
reminiscent of the halipratha system of 
bonded labour. 

Domestic labourers carry out other tasks 
which arc neither conventionally associated 
with domestic labour nor counted as 'work'. 
Since the physical mobility of many patidar 
women is now restricted, domestic labourers 


are often sent as messengers from one patidar 
woman to another, to fetch the fanner from 
the field when necessary and often provide 
the communication link between patidars 
and halpalis. When for example, a farmer 
requires a number of agricultural labourers 
he is likely to send his domestic labourer to 
the ‘dublawad’ (halpati quarters) to persuade 
her kinsfolk and friends to work for him. In 
this way, domestic labourers arc used as a 
contact and a link with labourers in the 
halpati ‘falias’. This role as messenger 
provides the labourer with a degree of power 
since the employer may depend on her for 
hisadditional labour needs. Similarly, patidar 
women rely on them to be discreet in the 
passing on of messages. There are occasions 
when halpati women use this rare modicum 
of power by taking longer than necessary 
to fetch labourers from their falia or going 
to visit friends on the way to delivering 
messages. On one occasion a halpati woman 
pa.ssed on a very different message to the 
intended receiver regarding an extra-marital 
affair which caused great embarrassment! 

Besides the work activities mentioned 
above, paid domestic labourers are required 
to carry out agricultural tasks as pan of their 
domestic work responsibilities.'' These tasks 
involve some form of agricultural production 
or crop transformation, usually for the 
employer's home use, but occasionally for 
sale. These tasks, including picking 
vegetables from the farms, helping with 
threshing of rice and cleaning and storing 
grains, arc not conceived of as agricultural, 
either by the domestic labourer or the 
employer. However, it is cleaifthat not only 
do these activities often take place away 
from the house and its immediate 
surroundings but involve production, 
harvciiting and transforming of produce for 
home use or the market.’ 

Another task for which domestic labourers 
arc responsible is the collection of dung 
which is considered the most menial and 
unclean of all their rc.sponsibilittes. They arc 
also responsible for the li me-consuming task 
of reapplying floors within the employers’ 
house and courtyard with a mixture of dung 
and mud after the monsoon. Until the mid- 
1970s, most households employed a female 
labourer whose sole job it was to collect 
dung and store it for use either as fertiliser 
or for gobar gas, which many patidars have 
recently been encouraged by the government 
to install in their homes. This task was 
formerly carried out by a female labourer 
known as a 'vashedi' who was employed 
jointly by a number of households. However, 
with the rt'duclion in the numbers of cattle 
kept by farmers and an increase in the u.se 
of chemical fertilisers, the work of these 
women became greatly reduced and it became 
unnecessary to employ someone solely to 
carryout this task Thus, domestic labourers’ 


responsibilities have since been extended to 
include dung collection. 

This task is not only considered defiling 
but also strenuous and many young halpati 
girls are unable to carry out this work. Many 
domestic labourers find ii the most difficult 
task as the toplas (meial btiwl or basket) of 
dung are heavy, and often have to be carried 
quite a distance Every year, the panchayat 
(village council) auctions off the dung from 
public land. Whoever otfers the highest bid 
is responsible for the collection of this dung.' 
Prior to the 1987 auction, a number of 
domestic labourers were discussing which 
of their employers was likely to bid the 
highest. They were all anxious that it should 
not be their employer as this would mean 
that included in their daily tasks would be 
the collection and transportation to the fields 
of all the dung from public places. Some 
went as far as to threaten their employers 
with leaving and going to work for someone 
else if they bid the highest. 

Other primarily agricullural activities 
include the collection of vegetables from the 
farm for their employers’ hou.seholds’ 
consumption and preparation of the crop for 
sale within the village. However, they are 
never involved in the direct .selling of ihc 
crop as this would involve handling cash 
with which they would not be entrusted. 

The type of tasks and the heavy work 
involved in paid dome.stic work have wider 
implications, for halpati households. 
Governmeni family planning nurses 
encourage halpati men, rather than women, 
to be slcrili.scd. Were women to be sicrilised, 
the recuperation period of two to three months 
would render them inactive lor the purposes 
of lifting heavy toplas during this time. They 
would therefore be forced to give up their 
paid domestic work thus, lo wenng the income 
of their households. This is perhaps one of 
the main reasons why, among haipatis, more 
men than women are Mcriliscd.'’ 

CoMHiNiNO .Spheres ot- Work 

Until recently, many studies of women’s 
work patterns tended to concentrate on one 
particular sphere of women's daily 
responsibilities; with primary focus on their 
paid work, linpaid work is often neglected 
as it is not considered economically 
productive. However, it has become 
increasingly obvious that women are involved 
m a range of activities on a daily and seasonal 
basis and fail urc toconsider these in analysing 
women's responsibilities, invisibilises the 
true extent and complexity ot women’s work. 
In rural Gujarat, this involves carrying out 
a combination of paid and unpaid domestic 
work and paid and unpaid agricultural 
work. As wives and mothers they are 
responsible for the reproduction of their 
households and these unpaid domestic tasks 
must be carried out alongside their 
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respoDsibiiities $$ agricultura] labotum or 
domestic workers. 

Some domestic iabourers rinish work at 
noon, return home to carry out their own 
domestic responsibiiities, and then take up 
paid agricultural workin theaftemoon.oflen 
in the fields owned by the household for 
whom they work as domestic iabourers. The 
hours of work for domestic labourers. 7 am 
to noon, is ideal for patidar households: their 
domestic woik isdone for them in the morning 
and they can still find sufficient numbers of 
available female labourers to work on their 
farms in the afternoon. Most domestic 
labourers employed for this task are paid 
Rs2.S0, less than the usual agricultural 
labourers' wage. 

Patidar menoften complain that their wives 
delegate too much work to domestic 
tabourets, making it impossible for them to 
start working in their fields by 2 pm. This 
situation reflects the diverse interests of men 
and women within the employer's household 
and the way in which one labourer can be 
required to satisfy the different demands of 
various members of her employer's 
household. In fact, some patidar women 
assist their domestic labourers so that they 
are released early to work in the fields. 

This section focuses on the ways in which 
halpaii women combinetheirpaidand unpaid 
domestic responsibilities on n daily basis 
and the consequences of this juggling of 
different demands and tasks. Here, the 
prioritisation of women’s paid work affects 
their household domestic work. 

Since halpatis were formerly bunded 
labourers of patidar households, this 
combination of paid and unpaid work did 
not exist in the same form or to the same 
extent as it does now. Patidars require 
agricultural and domestic labuurbut no longer 
take reponsibilily for the maintenance of the 
labourers' households. Previously, the patidar 
employer would be required to provide food, 
clothing and shelter for all his employees. 
Thus, there is now a clearer separation 
between 'work place' and ‘home’ and in the 
time allocated to these increasingly distinct 
spheres than when labourers worked for 
their 'dhaniamos' household and lived on 
his land. This docs not mean that each activity 
is now carded out in aseparate geographical 
location and within a set time period but that 
halpati women must combine and manage 
two areas of work, one paid and the other 
unpaid. 

When the system of permanent attachment 
prevailed, halpati female labourers could 
carry out their unpaid domestic work 
alongside their work responsibilities for the 
dhaniamo's (landholder's) household. Not 
only were many of the daily requirements 
of the halpati household met by patidar 
farmers, but they also lived on the farmer’s 
land and therefore had easy accetis to water 


provided so that womat would be fine to 
devote more time to work for the dhaniamo 
and his household, and where inadequate 
‘benefits' to compensatefortheirpoor living 
situation. 

Farmers no longer necessarily have direct 
control over allmembersof halpati household 
or intra-household relationships, control and 
power stnictures. Previously, a dhaniamo 
could override the wishes of all members of 
halpati households if he required the labour 
of any one member. This no longer exists 
to the same extent and halpati women have 
to balance the demands of their employers 
with those of their husbands and other 
household members. 

Halpati women are able to take young 
children with them and carry out child- 
minding responsibilities at the same time as 
earning an income and these children arc fed 
and .sometimes clothed, depending uti the 
generosity of the employer. As pan of their 
wage, most patidar households gi ve domestic 
iabourers food at noon to take home and share 
with other household members. Men who 
work as kayam mujoor arc also fed by their 
employers thus reducing halpati women’s 
household cooking responsibilities. In this 
way, halpati women can partly reduce their 
unpaid domestic responsibilities while they 
carry out paid domestic work. However, 
they often resent the demands made on them 
as paid domestic iabourers when they also 
have their own domestic responsibilities. 
One halpati woman complained: 

I spend more time washing and dressing 
kanbi’schildren than I canever spend looking 
after my own. I nish here in the morning 
not even having washed or fed my own 
children and then the kanbis say wc do not 
care for our own children and that wc do 
not look after them properly but I don't have 
the time (Savita Halpati).'" 

Paid domestic labourers are expected to 
work longer hours during weddingsor special 
festivals and so have even less time to carry 
out unpaid domestic chores Extra 
remuneration is offered but this is typically 
minimal. One halpati woman described the 
difficulty faced at such times: 

I have worked for the whole day every day 
tins week because of Bhavna’s wedding. All 
they gave me was a few rupees and an old 
sari. My children came with me but there 
was no time to wash clothes and yesterday 
I had to ask a neighbour to fetch water for 
me and I had to wash the clothes in the night. 
The kanbi’s extra money doe.sn’t help with 
all that work (Sita Halpati). 

Since paid domestic labourers can be 
required to work flexible and extra hours, 
they arc unable to plan their own domestic 
responsibilities. As Shanti said. 

If I ask to go home in the middle of the day 
to feed m> children and fetch water, kaki 


back for hoiin and I don’t want to have to 
come and fetch you’. I toil her I have work 
in my house too, but kanbis diink they are 
the only ones who wash and clean and that 
we ore dirty (Shanti Halpati). 

At the same time husbands and other 
household members make demands on ^ 
halpati women’s time and they must manage 
and negotiate these continuously against the 
demands of their employers. 

The kanbis want us to work more, particularly 
during weddings or when kanbi women 
cannot do any work, but our husbands get 
angry. "Who will do all our ‘ghar nu kom’?” 
they say to us. One day my employer wanted 
me to stay and grind jowar. 1 didn’t want 
to stay because it is tiring work and takes 
so much time, but my husband wanted money 
for ‘daru’ (alcohol) so he made me work. 
Then last week my husband got angry 
because my employer asked me to work 
extra hours which I did but then I didn’t have 
enough time to fetch water for my own 
household (Banu Halpati). 

Halpati men now exert more control over 
their household members in contrast with ^ 
the previous situation whereby this control 
was minimi.sed by their employers' demands. 

This IS not to contend that the overall power 
relations within the village caste and class 
hierarchy have become more equal since 
landholders still exert considerable authority 
and control over those who work for them. 

Halpati women have to combine different 
areas of work in order to survive and must 
organise their time and work in order to fulfil 
all duties efficiently. However, their unpaid 
domestic responsibilities generally cannot 
be a priority. . 

m 

Conclusion 

• 

Domestic work in the paid sphere has a 
similar value to unpaid domestic work in that 
it is not conceived of as proper ‘work’. As 
such it is a low status job with a low rate 
of remuneration. Paid domestic labourers 
operate in the in visible sector of the economy 
and ‘the invisible parts are by definition 
excluded from the ‘real economy' [Mies 
1986:17]. The low wages that reflect the 
status of the domestic labourer make it 
impo.ssiblc for her to be anything other than 
a marginal earner within her own household. 

The fact that agricultural labourers are paid 
daily whereas paid domestic labourers only 
monthly indicates that the women's wage is 
seen to merely supplement the main male 
wage. In employing both husband and wife, 
the empioyeris able to pay the male labourer 
much less than the minimum wage since he 
also provides food and clothes for his wife 
and children. Although cash remutieration ^ 
IS minimal, paid domestic labourers are 
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guaranteed efnpioyinent throughout theyev, 
have access to loans and are often given 
clothes and money for medical expenses, not 
only for themselves but also for other 
household members. Yet, they are not 
^ necessarily in a better position than women 
who work as choota mujoor. The vast 
differences in rates of pay for the two forms 
of employment mean that some domestic 
labourers would be better off working as 
agricultural labourers but, it is often difficult 
for them to break away from this form of 
labour attachment because of familial and 
inter-household obligations. 

Paid domestic labourers can never earn 
enough to become rinancially independent. 
While financial security does not necessari ly 
mean women have greater control over their 
lives, it potentially allows greater 
participation in decision-making within the 
household. A paid domestic labourer has 
less power within her own household than 
apaid agricultural labourersince her earnings 
are minimal and her terms of employment 
are totally dependent on. and tied to, the 
employment of male members of her 
household. Furthermore, women’s 
powcriessness in gaining access to 
employment independently is highlighted 
when a daily agricultural labourer io.scs his 
job or no longer wants to work. Usually, his 
wife must also leave her employment with 
the same household. 

Paid domestic work is believed to be the 
most menial of all paid and unpaid work, 
not only because of the activities involved, 
but because employees have litic power and 
control over their time and work. For 
example, on local holidays, when paid 
agricultural labourers, including kayam 
mujoor, have thp day off, paid dome.stic 
labourers are still required to work. This is 
linked to the work carried oitt by 4 U>pcr class 
women to maintain and raise the status of 
their household. Entertaining guests on 
holidays and festivals is an important part 
of an upper class woman's dome.stic 
responsibilities and therefore paid domestic- 
labourers are particularly needed on these 
days. Again donic.stic labourer’s work is 
clo.sely connected to the work and 
responsibilities of women from upper caste 
and class households for whom they work. 

Although female agricultural labourers are 
required by economic necessity to work on 
adai ly basis, there is some degree of tlexi bi li ty 
in their working hours. If nece.ssary, they 
may take a whole day or afternoon off. 
Domestic labourers rarely have even this 
small amount of flexibility. They arc required 
to turn up for work every day, and work an 
■ uaspecified number of hours. If they are 
unable to come to work, it is their 
respoasibility to find a replacement. 

Paid domestic labourers are required to 
carry out their work quietly without making 
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their presence apparent. They are organised 
and supervised by patidar women who take 
much of the credit for the work they cany 
out. In recounting their days work, patidar 
women include tasks which they do not 
physically carry out but rather supervise 
the domestic labourer as she carries out 
the task. Such observations reinforce the 
invisibility of paid domestic labourers 
and the work that they perform while 
perpetuating the idea that patidar women 
still carry out a great deal of domestic 
work. In attempting to make the work that 
paid domestic labourers perform invisible, 
or at least nut attributable to their hard 
labour, patidar women are caught in a 
situation of contradictory motives. On the 
one hand, in order to maintain the status 
of their household, they do not want to 
appear to be involved in manual work. On 
the other hand, they wish to take the credit 
for work carried out by paid domestic 
labourers in order to show they are not 
’sitting around all day doing nothing’, as 
many male members of their household 
suggest. 

The removal o( patidar women from 
carrying out manual tasks has increasingly 
redirected their woik to maintaining and 
raising the siatu.s of their households." 
Increasingly confined to carrying out 
activities within the home; they supervise 
domestic labourers, organise the running of 
the household and carry out .status production 
work. On the other hand, halpati women 
struggle with the increasing amount of paid 
work they arc lorccd to take up out ut 
economic necessity, and have less time to 
complctetheirowndon)c.sticres|X)nsibiiities. 

Althoughhalipratha no longei exists in the 
same form, halpati women who work as 
domestic servants still work undcrconditions 
that arc not wholly dissimilar from those 
prevailing earlier Changes can be described 
as relating more to changes in the form and 
extent of controls rather than implying any 
fundamental change concerning the 
exploitative working relations between 
employer and employee. Clearly, paid 
domestic labourers arc at the bottom of the 
hierarchy of women’s work. They are 
controlled by their husbands and fathers in 
terms of their ace:ss to employment 
opportunities as well as b^ men and women 
of the employer's household in terms of 
hours and conditions of work. Moreover, 
halp'-ui women who work as domestic- 
servants hold a low status position within 
theirown household becauseof their minimal 
economic contnbiition, and within theirown 
caste because they are .seen as being under 
the control of patidars. 

However, this rclationshipbet ween paiidar 
women and halpat, domestic labourers has 
changed dramatically. Patidar women have 
become increasingly dependent on domestic 
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servants to provide the means by which 
households can raise their status. Since pud 
domestic labourers ’free’ patidar women fawn 
certain areas of work and allow them to 
engage in others, a situation has developed 
whereby patidar women have become 
increasingly dependent on these labourers. 
This has allowed domestic labourers to 
assume a modicum of power and control 
over their work conditions and hours of 
work and resulted in some change in power 
relations between employer and employee. 

Although it is the case that patidars 
determine the type ot work opportunities 
available to halpatis, it is significant that 
especially younger halpatis are refusing to 
perpetuate the servile relationship that 
characierised the employment of their parents 
and grandparents. 

Notes 

1 Thi.s also means that they have no faintly 
support making ihein very vulnerable lo 
abuse and exploitation 

2 'Dubla' IS a local term used in the village 
for ‘halpati’. but not in the same way as 
the terms kanbi is used for patidars. Instead, 
the term Ifubla has negative connotations, 
implying someone of lower caste and class 
who ha.s lo carry out menial and degrading 
work. 

3 However, horijon men who migrate lo Bombay 
often take up emptoyment as paid domestic 
servants In private households in urban 
India, domestic work is more likely lo be 
ciimcd out by men and this work lends lo be 
inon; remuncraiivc, rull-lime and livc-in 
(Kaghuniiii 1993) 

4 Terms such as 'obliged', 'forced', 'required' 
arc used lo describe the working rclalionship 
between halpatis and patidon, but ore diflicult 
lo explain purely in terms oi economic 
necessity or indebtedness. The general 
situation of entrenched class and caste 
hierarchies wiihin Ihr village and hisloncal 
experiences of these have created an 
atmosphere in which halpatis may feel 
obliged, lorccd or required to carry out a 
particular type of work lor a particular 
household. 

.3 Alihuugh tlic term 'einployci' usually applies 
10 (he iiiaic head of household who pay.s Ihe 
laboureis' wages.inihc case of paid domesiic 
work i( IS woincnof Ihceinploycr's household 
who ofganisc and supervise domestic 
laboureis. 

6 In this arlicle. I have included agncultural 
tasks wiihin the sphere of paid domestic 
work These tasks are neither unpaid agn- 
uuliiiral lusks, since they are being paid 
for. though indirectly, nor arc they paid 
agricultural casks because they are not 
remunerated separately from the domestic 
tasks that these women carry out. This 
problem provides an example of the 
difficulties of differentiating tasks and 
analysing women's involvement in 
difierenl areas of work separately 

7 It IS easier lo divide unpaid work 
responsibi lilies into domes tic and agricultural, 
because none of the tasks performed are 
lemuneraied Withinihepaiddomestiesphete, 
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individual (asksare nolicinuncrated separately 
and the labourer IS paidforhcrtime irrespective 
oi the tasks that she carries out. 

8 The collection of dung from public land is 
auctioned to a farmer and any halpati caught 
collecting dung out.side their own falia can 
be fined .See Agarwal (1986, 1989); .Shiva 
(1989) 

9 This does not happen amongst patidars where 
men feel that il should be the women who 
arc stcnlrsed. 

10 SceCock( l989)foramoredelaileddiscusston 
on this issue. 

11 This area of status production work of upper 
class women has been little researched (Jne 
of the best studies was earned out by Papanck 
(1979) Census records offemaleparticipaiioii 
rates do not tell us about this area of work 
in which women are involved See Khawar 
Mumtaz, ‘The Housewife Myth. A Report 
Irom Pakistan', Manuslu. Vol ,1, No 1983. 
pp 17 18 

References 

Agarwal, B (1986) Cold Hearths and Barren 
Slopes The Woodland Crisis in the Third 
World. Zed. London 

- (! 989)’ ‘Rural Women and Natural Resources 
.Sustenance, Sustainability and Struggle for 
Change', Eiimoinic and Poliiital Weekly, 
Vol XXII. No 43. pp WS 46-66 

Beasley, M (1994) ‘Maltrealment of Maids in 
Kuwait! in M Davies (cd) Women and 
Violence: ReahUesandResponses Worldwide, 
2jcd, London. 


Beneria,L(ed)( 1982): Wumenand Development: 
The .Sexual Division of Labour in Developing 
SiH-ielie.s, Praeger, New York. 

- (1992) ‘Accounting for Women’s Work: The 

Progress of Two Decades', World 
Development. Vol 2, No 11. 

Beneria, L and S Feldman (eds) (1992). 
Unetfual Burden: Economie Cnsis. Persistent 
Poverty, and Women's Work, Westview, 
Colorado. 

Boserup, E (1970): Women's Rote in Economic 
Development, George Allen and Unwin, 
London. 

Breman, J (1974); ‘Mobilisation of Landless 
Labourers: Halpatis of South Gujarat'. 
Economic and Political Weekly, Vol 9. 
pp 489-96 

- (198.5) Of Peu.sants. Migrants and Paupers 

Rural Labour Circulation and Capitalist 
Production in We.sl India, Oxford University 
Press, New Delhi. 

Cock. J (1989)' Maids and Madams' Domestic 
Workers under Apartheid, The Women’s 
Press. London 

Croll, E J (1986). ‘Domestic Service in China’, 
Eionomu and Political Weeklv, Vol XXL 
No 6. 

Dwyci, D and J Bruce (eds) (1988) A Home 
Divided: Women and Income in the Third 
World, Stanford University Press, California 
ELson. D (ed) (1995): Male Bias in the 
DeveUpment PrcH'ess, Manchester University 
Press, Manchester 

Goldschmidt-Clerinont. L (1992)' Unpaid Work 
III the Household, II.-0, Geneva. 

Heyzer. N et al (eds) (1994): The Trade in 


Domestic Workers: Cmses, Mechanisms and 
Consec/ueHces of International Migration. 
Asian and Pacifle Development Centre, Kuala, 
Lumpur 

Kabeer, N (1991)- ‘Gender, Production and 
Wellbeing: Rethinking the Household 
Economy’, IDS Discussion Paper, No 288^ 
Kothan, U(I99I): ‘Women’s Work and Rural 
Transformation in India’, unpublished PhD 
thesis. University of Edinburgh. 

Mies, M (1986). Patriarchy and Accumulation 
on a Worldscale: Women in the International 
Division of Labour, Zed, London. 

Mumtaz, K (1983); ‘The Housewife Myth: .-V 
Report from Pakistan’, Manushi. Vol 3. 

No S. pp 17-18. 

Papanek, H (1979). ‘Family Status Production 
Tlic ‘Work’ and ‘Non-Work’ of Women'. 
Signs, Vol 4, pp 77.5-81 
Raghuram, P(I993) ‘Urbanisation and Coping 
Strategies of Domestic Workers in Delhi. 
India’, unpublished PhD thesis. University 
of Newcastle-upon-Tyne 
Sharma. U (1986): Women's Work, Cla.\s and the 
Urban Household, Tavistock, London 
Tinker. I (ed) (1990). Presislent Inequalities 
Women and World Development, Oxford 
University Press, Oxford 

Visram, R (1986): Ayahs, Lascars and Princes^^ 
Pluto. London. * 

Whitehead. A (1985): ‘Effects of Technological 
Change on Rural Women: A Review ol i 
Analyses and Concepts’ m I Ahmed, (ed), 
'Technology and Rural Women Conceptual 
and Empirical Issues, George Allca .iiid 
Unwin, London 


Cad far Papers 

Paschim Banga Vigyan Mancha and Calcutta School of Philosophical Research 

jointly organise 

C NATIONAL SEMINAR ON SCIENCE, PHILOSOPHY 
! AND SOCIETY | 


From: 8-10 August 1997 at Calcutta 

Last date of submission of Abstracts (within 100 words): 20 July 
Contact: 

Prof. Nabakumar Nandy and Dr. Aparajito Basu 
Joint Convenor, Organising Committee 
Paschim Banga Vigyan Mancha, 

12, B.B.D. Bag, Calcutta - 700 001. 

Phone : (033) 220-0050 
Fax : (033) 220-0050 


WS-12 


Economic and Political Weekly April 26, 1997 




Women Panchayat Members in Kerala 

A Profile 

Manu Bhaskar 

Recent legislative measures have made possible the greater participation of women in local government. However, 
there are structural and other constraints which keep women from actively participating in the work of panchayats. 
This study attempts to sketch a picture of the socio-economic backgrounds and the political motivations of women 
who become panchayat members. 


I 

Introduction 

THE historical origin of the modern 
panchayats in Kerala, can be traced hack 
to the decentralised feudal system of medieval 
Kerala - Ihorakuttam, desakuttam. 
nattukuttam, munnuthavar, arunnuthuvarand 
so on which were the democratic local 
assemblies that existed throughout Kerala 
giving leadership to rural administration [Hall 
1980]. The local affairs were administered 
by the functionaries like 'mukhyastan', 
'muthelpidi’, ‘desavazhi’, 'naduvazhi', etc. 
Kerala was eventually divided into several 
principalities as a consequence of aggression 
and annexation of powerful rulers and it 
weakened the thorukuttam and nattukutam 
and brought ^ie disintegiation of primitive 
democracy. The basic unit of local 
government in ancient and medieval Kerala 
was ‘tara' with its own as.scihbiy ‘kuttam’. 
It wasconstitutedbythe ‘karanvars’ oreldcrs 
ol the village known as mukhyastans or 
'pramanies'. i e, the elite members of the 
locality. The administrative jurisdiction ol 
these assemblies was much limited, their 
constitution was artificial and resembled ad 
hoc committees rather than permanent 
representative institutions. They centred 
around the temples and met under the 
presidency of the ‘asan’ or headman or 
mukhyastan or 'pramain’. No one dared to 
disobey the orders of the 'kuttams [Hcma 
I927J. The most influential territorial unit 
of the organisation was the ‘tara’ and Logan 
(1951) emphasised its inlluence in a political 
system tending always to despotism. The 
landlord conferred on him military 
leadership's management of temples and the 
general superintendence of all offences ol 
the 'd&sam'. Above the taras and desams 
there were ‘nadus’ each undera ‘naduvazhi’. 
the chief revenue officer and military chief. 
However the nattukuttam was the must 
influential among the local democratic 
institutions of Kerala, it was a representative 
and politically conscious body of immense 
power which organised public opinion 
against the autocratic acts of the ruler and 
punished the ministers when they did 


unwarrantable acts (Logan 1951]. The kuttam 
actually controlled the government of each 
iiadu. There were in some places guilds or 
bands formed on military basis by the nay ars 
to which were assigned the management of 
nadu affairs, protection of people and 
administration of the towns. The local 
assemblies did not diminish in their 
importance even under the ancient theocratic 
oligarchy of the brahmins. Thus a variety 
ot local assemblies functioned throughout 
Kerala and inlluenccd the government and 
administration. There were customary rules 
to administer local needs within the 
jurisdiction of panchayats like the 
administration of temples and ‘kalaries’ 
sanitation, maintenance of roads and 
pathways, cattle feeding, etc. 

When the administrators of nadus 
neglected popular feelings and needs and 
became self-seeking and tyrannical, 
democracy on the basis of village autonomy 
began todisappear. Mukhyastans, the village 
pramanies, desavazhis, the heads of nattukutta 
snbhas tried to consolidate their position and 
prestige. This was the beginning of the 
collapse of democracy of grama panchayat 
and the ascendency of the feudal landlords 
and the brahmin clergy making a change 
even in the social life of the land. 

Although villages enjoyed autonomy in 
thedaysofprimitivcdemocpcyitisdoubtful 
whether the local asemblics of the patit 
were truly democratic and repre.sentativc. 
But it is clear that in the era of what might 
he called ‘decentralised feudalism', local 
administration was controlled by the local 
military chieftain, ihje landed gentry and the 
clergy. The local assemblies were dominated 
by the brahmin clergy and the nayar nobility 
who wereonceiandlords and military leaders 
(Menon 1963] They constituted the elite 
groups of those days and the people at the 
lower strata of the society had little role in 
the deliberations of the assemblies or 
decision-making. The lower echelons of the 
society had their own tribal or caste 
associations [Pillai; Menon 1924] The local 
assemblies were the products of a particular 
historical epoch and they served the interest 
of the elite groups which dominated the 


social and political power structure of the 
rural society 

With the decline ol the local assemblies 
of the early days, we see, the emergence of 
the 'adhikan' or 'provarthikar' or headman 
(village officer) and his assistants like 
accountant or 'menon' or 'kolkarans' who 
collectively controlled the local 
administration as the local representatives 
and employees of the government. Thejenmis 
or landlords cea.sed to be the chiefs of the 
old regime and continued as the dominant 
economic power, but now as the deputies 
of a powerful suzerain who had a strung 
army and bureaucracy to enforce and sustain 
their authority. Later when the British masters 
introduced urban local governments as a 
policy of financial devolution and to 
accommodate the emerging commercial 
business inlere.sts and increasingly urbanised 
the landed gentry steps were taken to urgani.se 
some rudimentary forms of urban 
management. Rural government was 
naturally a later developmenl in the British 
India Thus we come to the modern stage 
in development in the British India. The 
period from the Malayali Memonai in 1891 
to 'Nivarathana Prakshobhanam' in 1932 
witnessed the emergence of institutionalised 
elite groups of the rural society including 
caste elite, landlord, educated elite, 
representing the socially backward and 
minority groups [Rao 1958]. 

The dawn of independence brought in its 
wake a new orientation to the society. It 
showed heightened civic consciou.sne.ss and 
demands tor economic and social 
transformation. It gave further impetus to the 
expansion of local self-government to more 
remote areas. 

The Directive Pnnciples ol State Policy 
as embodied in the Constitution, stipulated 
in Article 40, (hat the stale shall take steps 
to organise village panchayats and endow 
them with such powers and authority as may 
he necessary to enable them to function as 
units of sell-government. The urgency of 
entrusting panchayats with deserving share 
of responsibility in the organisation and 
working of development schemes was 
strcs.sed. Consequently, state legislatures 
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throughout Indiaenactedasenes of panchayat 
laws in consonance with local conditions 
and a proliferation of village panchayats 
ensued swittly 

For Kerala there were two panchayat laws 
- the Madras Village Panchayat Act I9S0 
and the Travancore Panchayat Act 1950 
respectively to the Malabar distnct and the 
Travancore Cochin region The Madras 
Village Panchayat Act 1950, like its 
counterpart in the Travancore-Cochin was 
regulated by the Travancore-Cochin 
Panchayat Act (1950) which was i n operation 
for about a decade till it was superseded by 
the Kerala Panchayat Act of 1 9M The basic 
pnnciples of the proposed legislations are 
U) panchayat areas will be generally 
delimited on the basis of complete revenue 
village In exceptional cases portions of 
revenue village may be included in a 
panchayat area (b) the panchayat will be 
constituted by direct election on the basis 
of adult frBnchise,(c)there will bereservation 
of one seat lor scheduled castes, and 
scheduled tnbes in every panchayat where 
thenumberof scheduled castes and scheduled 
tnbes votes are not less than 5 per cent of 
the total number ot voters in that panchayat 
area and of one seat for women in each 
panchayat and (d) the number otniemebers 
may range between 9 15 according to 
population in accordance with such scale as 
may be presenbed by the government by 
rules under the Act 

II 

Women in Panchayats 

The present strength of women panchayat 
members in the state is 2 001 Fhc total 
numbei ot women members in the panchayats 
of Kerala (distnctwise) is given in Table 1 
Although Ihiruvananthapuram distnct has 
170 women members in the panchayat since 
two members have resigned the present 
strength is 168 Hence for the detailed 
investigation keeping in view ot the constrai nt 
of time, we took only 50 per cent ot the 
sample population le 84 women panchayat 
members 

Of the 84 women members under study 
the maximum number belonged to the age 
group 26 55 followed by women in the age 
group ot 48 55 years But the ideal age of 
women in political roles is found to be 
between 16 45 years the mean age being 
45 fhis IS an indication that women generally 
take up political roles only when they can 
combine the family and political roles 
together, mostly after completing their 
reproductive roles The abseixe of younger 
women in the IcKal political structure is an 
indication ot the continuing traditional 
attitude which tends to keep them away 


from the public sphere in rural 
communities On the other hand, their 
rather late entry into polibcs even at the 
grass roots level furtherngidiries theexisting 
male-dominated structures In this context, 
age by itself can be a significant vanable 
for the structural analysis of political 
leadershipofwomen inthecontextofKerala, 
the fact that younger women arc not in 
leadership roles has several implications, 
especially when the percentage of unmamed 
unemployed girls between the age group 15 
69 years is high 

Maritai Status 

Data on the marital status of women 
panchayat members show that a majonty 
(95 2 per cent) are mamed Only 14 of the 
84 members were unmamed Among the 
mamed respondents only four are widows 
However, none of the members ot the sample 
are divorced or separated It shows that the 
chaiccs for mamed women to enter into 
political structures are bnghter than for 
unmamed women If unmamed girls are 
motivated to take an active role in women s 
organisations and political parties they can 
be gradually inducted to the grass roots level 
politics so as toenable them to make concrete 
coninbution to women’s development in 
rural areas 

Motherhood seems to inhibit women from 
seeking political office When then children 
reach a stage that are old enough to require 
less care and attention, women find 
themselves relati vel y old tor embark ing upon 
a political career Women who still succeed 
arc thus handicapped in gaining political 
office only in middle life and hance are kept 
away from competing in leading roles They 
arc also incidentally disadvantaged as they 
lack the necessary leadership training Thus 
It may be argued that women s maternal 
responsibilities coupled with the prevalent 
sexual division ot labour which in large part 
prevent them from gaming such expennccs 

I n oui sample 50 mamed women members 
had grown up children, as the age group of 
their children ranged between 15 45 years 
Only 27 members had childrci whose igcs 
ranged from 0 5 years, 13 members between 
6 10 years and nine between 1115 years 
Three members had no children Thus only 
five members had children who required 
constant r are and attention 

It IS a well established tact that political 
dynamism in Kerala is rooted in communal 
and caste politics [Rao 1958] Among the 
Hindus, the backward caste erhavas and the 
upper caste nans along with the two other 
religious communities naniely the Muslims 
ind Christians are the major forces in Kerala 
politics It was at the beginning ot the 2|0th 
century that the e/havas and nairs organiked 


themselves into caste organisations - Sree 
NaniyanaDhamiaPanpalanaYogam(1903) 
and Nair Service Society (1904) The 
tendency to form caste organisations 
ultimately led the namboodins too, who 
were at the top rung ot the Hindu society 
to form their own caste organisation 
However the most signiHcant of the caste 
organisations were those ot the oppressed 
and untouchable castes It was these caste 
organisations which mobilised the 
overwhelming majonty of the peasantry 
against the prevailing social order for the 
first time in the history of Kerala In fact, 
the peasant masses organised themselves in 
struggle against feudalism basically through 
their caste organisations ' Most of the caste 
organisations onginated in Travancore and 
then spread to Cochin and Malabar 
The Catholics have the All Kerala Catholic 
Congress and the Muslims have their 
organisationcallcdthcMuslimLeague They 
arc powerful in the political economic and 
educational spheres and publish their own 
newspapers and maga/incs The Congress 
and the Communist parties are also deeply 
rooted in communal organisations The 
Chnstiansarcthe backbone ot the Congress 
while the Communist Parties draw their 
strength from the ezhava community and 
partially from the scheduled castes Castes 
like the nairs and c/havas have their own 
political parties popularly known as National 
Democratic Party (NDP) and Socialist 
Republic Party (SRP) 

Ihe religion wise analysis of the data 
shows that majority of the women members 
arc Hindus (64 per cent) followed by 
Christians (25 percent) Muslim represent 
ation IS 10 7 per cent Women s entry into 
politics has not altered the propoitionai 
religious representation picvalent in the 
present day body politic of the state 


1 ABLE 1 Total Womin MfMBi-ks in 
Panc hay ms 01 Klkala (UisntK ni isr) 


District 

Number of Women 
Panchayat Members 

Trivandrum 

171) 

Quilon 

ISS 

Pjthanamlhilla 

112 

Alleppey 

140 

Kottayam 

ns 

Idukki 

105 

Cmakulam 

174 

Trichur 

199 

Palghal 

186 

Malappurain 

178 

Kodiikodt 

156 

Wynad 

50 

Cannanorc 

169 

Kasargode 

74 

Grand Total 

2001 


Sourie Panchay/ah in Kerala (Malayalam) 
Guvemmeni of Kerala Trivandrum 
1988 
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Only about 30 per cent of the members 
belong to the forward castcs/communilies, 
while the bulk of the women panchayat 
members are from the backward castes/ 
communities(68 per cent). The representation 
from the scheduled caste is very negligible 
(2.4 per cent). Those represnting the forward 
caste/cummunity are nairs and Chnstians. 
While the backward castes/communities are 
represented by the ezhavas, vanika vai.shias, 
nadars, l.atin Catholics, and Muslims. 73ie 
scheduled caste is represented by the 
cherumars. 

The educational background of the local 
women elites show that the maximum 
members have up to high school level 
education (S3.6 per cent) followed by pre- 
degree level education (24 per cent). It is also 
found that another 19 per cent are graduates 
and 3.6percent are postgraduates. A notable 
feature among local women elites is that 
there arc no illiterates or any with less than 
high school education. This is not surprising 
taking the high female literacy rate of Kerala 
into account. 

The occupational .status of the women 
panchayat members shows that only about 
3 per cent of them have .some occupation. 
Of them, 13 per cent have some full lime 
jobs, like teaching, clerical job, ayurs'eda 
doctor, etc, and 18 per cent are engaged in 
scIf-cmpIoyment activities like candle 
making, in match box units, running nursery 
school, tailoring shop or petty business. 
Majority of the members, i c. 55 members 
arc housewives. Three members are retired 
teachers. 

The- occupational .status analysis shows 
that 55 memebrs arc non-eaming housewives 
and hence majority of the women members 
have no economic earnings of then own and 
are dependent on their husband/tather. Even 
those who have independent earnings have 
low incomes ranging from below Rs 5()0 to 
Rs 1,500 per month (Table 4), Hence 
women’s earnings arc likely to be utilised 
largely to supplement their family income. 
Since a large number of them are housewives 
it is evident that women take up political 
careers as an extension to their domestic 
roles and their activities also thus remain 
limi ted. The term housewife refers to a woman 
whose work is to maintain and organise a 
household and look after her husband and 
childre'n, this includes washing, cleaning, 
cooking and full time care of pre-school 
chilldrcn. The work ol women is thus unpaid 
and is paid through her husband who is 
supposed to receive enough to support 
himself and his family. The housewife has 
thus; become one of those hidden conditions 
and thus the invisible support for the 
generation of surplus labour. Since the real 
labour consists of public work, being a 


housewife is now seen as a job with little, 
ifany status (Hail 1980], Even those members 
who have some employment are in low 
paying jobs. Hence there is a need to train 
women so that they can take a more direct 
route to politics. 

in order to analyse the pol ideal background 
of women members in the panchayat data 
was collected on their age of entry into 
politics, the factors that contributed to make 
an entry into politic.s and the reason for 
contesting the panchayat election. Secondly, 
data have been collected on their party 
afniiaiion, mcmlicrship, and the political 
posts held by them as well. Thirdly, 
information is collected on the number and 


Note NA refers to all those who are housewives 


type of associations with which the local 
women political elites associate. Finally, the 
involvement of women membera indifTercni 
socK>-pohtical issues including their mode 
of participation are traced. In analysing entry 
into politics, not only women's participation 
in the political processes and structures of 
democracy but also those details such as 
attendance at public meetings, involvement 
in'agitational activities, attendance at study 
circles or political parties, voting in political 
party and/or membership in representative 
bodies are taken into account. 

An analysis on the present age of women 
members and age of entry into politics 
(Table 2) leveals that the younger the age 


Tahle 2: Paesuo Act and Aofcoi- Entry into Poutks 

Preseni Age/ 


Age of Eniry 

< 15 

16-20 

21-25 

26-30 

31-35 

3640 

41 45 

46 50 

>51 

ToIrI ’ 

26 35 

1 

2 

6 

12 

4 





25 


(4 0) 

(8.0) 

(24 0) 

(48 0) 

(16.0) 





(29.8) 

36-45 

3 

3 

2 

6 

II 

3 

2 


- 

30 


(1(1.0) 

(10.0) 

(6 7) 

(20 0) 

(36 7) 

(10.0) 

(6.7) 



(3.5.7) 

46-55 

1 

1 

1 

3 

6 

6 

5 

1 

- 

24 


(4 2) 

(4 2) 

(4.2) 

(125) 

(25.0) 

(25.0) 

(20.8) 

(4.2) 


(28.6) 

.56-6.5’ 


- 

- 

- 

1 

1 


1 

2 

5 i 






(20.0) 

(20.0) 


(20.0) 

(40 0) 

(6.0) 1 

Tolal 

.5 

6 

9 

21 

22 

10 

7 

2 

2 

84 


(6 0) 

(7.1) 

(107) 

(25.0) 

(26 2) 


(119) 

(8.3) 

(2.4) 

(100.0) , 


x' -72(t5 0V-24 Tabic Value I. 36 42 at 0.5 per ccnl leveled .Mgnilicancc 


TaRIJ= 3- OCYTIPATTUN AND AGF. Of ENTRY IIYIU PiNJTKS 


Occupaliun/ 

Age 

15 

16 20 

21-25 

26 .30 

31-35 

36-40 

41-45 

46 50 

• 51 

Total 

Self- 

1 

3 

1 

2 

4 

3 

1 



15 

employed 

(6 7) 

(20.0) 

(6 7) 

(13.3) 

(26 7) 

(20 0) 

(6 7) 



(17.9) 

Employed 

- 

2 

1 

2 

2 

- 

3 

1 

0 

11 


(182) 

(9 0) 

(18 2) 

(18.2) 


(27 3) 

(9 1) 



(13 0) 

NA 

4 

1 

7 

17 

14 

7 

3 

1 

1 

55 


(7 4) 

(1 9) 

(127) 

(30 9) 

(25 5) 

(12 3) 

(5 5) 

(1 9) 

(I 9) 

(65.5) 

Others 




- 

2 


- 


1 

3 






(66.6) 




(33 4) 

(3.6) 

Tolal 



9 

21 


10 




84 


(6 0) 

(7 1) 

(IU.7) 

(25 0) 

(26 ?) 

(114) 

(8.3) 

(2 4) 

(2.4) 

(100.0) 

x’ = 37.69 DE 

= 24 Table Value = 36.42 at 0 5 per ccnl 

level ol significance 




Note: NA refers lo all those who arc hou.scwives. Others refer to all those who are retired. 


TA#Lt4- Incomi ano.Xoi oi Entry into PouTirs 


Income/ 











Age of Entry 

15 

16-20 

21-25 

26 30 

31 35 

36 40 

41-45 

46-50 

> 50-1 

Total 

NA 

4 

1 

7 

17 

15 

7 

3 

I 


55 


'80 0) 

(16.7) 

(77.8) 

(80 9) 

(68 1) 

(70 0) 

(42 9) 

(50.0) 


(65.5) 

Below 

1 

2 

2 

3 

3 

1 


- 


12 

Rs500 

(20 0) 

(33 3) 

(22 2) 

(14 3) 

(136) 

(100) 




(14.3) 

.50M(X)0 

- 

2 


1 

1 

2 

I 


1 

8 



(33 3) 


(4 8) 

(4 6) 

(20.0) 

(14.3) 


(50.0) 

(9.5) 

1001-1500 

- 

1 

- 


2 

- 

2 

- 

1 

6 



(1671 



(9 0) 


(28 6) 


(50.0) 

(7.1) 

Above 1500 

- 


- 


1 


I 

I 


3 






(4 6) 


(14..3) 

(50.0) 


(3.6) 

Tolal 




21 

22 

10 



2 

84 


(6 0) 

(7 1) 

(10 7) 

(25 0) 

(26 2) 

(11 9) 

(8.3) 

(2.4) 

(2.4) 

(100.0) 
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of women, the earlieriheirentry into politics. 
The table further shows that those members 
who are in the age group between 26-35 
years have entered politics while they were 
between 21-25 years. But those whose 
present age is between 56-65 years have 
entered politics only whi le they were between 
31-51 years. This shows that there is a 
tendency among present day women to enter 
into political activities at an early age. The 
chicquare value shows that there is a 
significant relationship between present age 
and age of entry into politics. It is also 
observed that 63 per cent of the women 
members participated in political activities 
while they were between 26-40 years. 

The majority ot employed women have 
entered politics while they were between 
21-35 years. Among the self-employed 
women, 26.7 per cent entered politics while 
they were between 41-45 years. However, 
a large number of women members who arc 
housewives gut involved with politics while 
they were between26-30years. This indicates 
the creditable record of women’s 
participation i n puli tical processes other than 
in the formal structures. Of course, while 
women have been apparently active in mass 
movements, group upsurges and political 
struggles their presence is not felt to that 
extent in structural decision-making 
institutional settings. Even in structures where 
women's participation is substantial they 
have not been i n position of power. However, 
it can be stated that in mass movements 
which are issuc-oriented and aim at achieving 
concrete objectives, women are able to 
participate, leaving the chores of the hosue 
to someone and suffer the hardships and 
privations of political confrontations. But 
when an activity requires, routine, continuous 
input which is often complicated women 
find it difficult to participate due to lack of 
supportive structures [Gol 1988]. 

Analysis of women's entry into politics 
in terms of income gives an indication that 
the participation among the lower income 
group starts at early age than higher income 
group (Table 4). As the data show, the lowest 
income groups have entered politics while 
they were below 15 years while the high 
income group have entered politics while 
they were between 31.35 years. Needless to 
say, that even if the weaker sections 
understand their rights as well as their political 
power and value by themselves this does not 
empowerthem. The powerthey have appears 
to be secondary, devolutionary and 
responsive to dictates from above, rather 
than original and basic. 

Another indicator selected to assess the 
political background of women panchayat 
members is to examine the factors that 
contributed to their entry into politics. As 
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Tasle S: Reuoion and Factors CoNnuBumi to the Esttry into Pouncs 


Reiigion/Factors 

3 


5 




10 

Total 

Hindu 

IS 


1 

II 

12 

4 

2 

4 

54 


(65.2) 

(45.5) 

(16.7) 

(57.9) 

(92.3) 

(100.0) (lOO.O) 

o 

d 

00 

(64.3) 

Christian 





1 1 

- 

- 

1 

21 


(2! 7) 

(27 3) 

(66.7) 

(31.6) 

(7 7) (too0) 



(20.0) 

(25.0) 

Muslim 

3 

3 

1 


- 

- 

- 

- 

9 


(1.3.0) 

(27.3) 

(16.7) 

(10.5) 





(10 7) 

Total 

23 

II 

6 

19 

13 1 

4 

2 

5 

84 


(27 4) 

(13.1) 

(7.1) 

(22.6) 

(15.5) (1.2) 

(4.8) 

(2.4) 

(6.0) 

(100.0) 


Note. Columns 2 Personal interest; 3' Circumstances. 4: Encouragement by friends; 5; Persuasion 
by husband; 6. Political pressure. 7' Ideology; 8 Women's organisation; 9: Without aim; 
10- Any other 

TaBI,E 6'iNCOMt AND FACTORS CONTRIBUTED TO tNTRY INTO POLITICS 


Income/Faclors 

.3 


5 



10 

Total 

NA 

17 

8 

2 

15 

16 

3 2 

2 

55 


(73.9) 

(72.7) 

(33.3‘) 

(78 9) 

(46.2) 

(75.0) (100.0) 

(40.0) 

(65.5) 

< Rs 500 

1 

2 

3 

2 

1 1 

I 

1 

12 


(4.3) 

(18.2) 

(50.0) 

(10.5) 

(7.7) (l(K)0) 

(25 0) 

(20.0) 

(14,3) 

.501-1000 

2 

1 

1 

1 

3 


- 

8 


(8.7) 

(9 1) 

(167) 

(5.3) 

(23.0) 



(9.5) 

1001-1500 

3 



- 

2 


I 

6 


(13.1) 




(15.4) 


(2.0) 

(7.1) 

Above 1.500 




1 

1 


1 

3 





(5 3) 

C.7) 


(20 0) 

(3 6) 

Total 

23 

II 


19 

13 1 


5 

84 


(27 4) 

(13 1) 

(7 1) 

(22.6) 

(15.5) (12) 

(4 8) (2 4) 

(6.0) 

(lOO.Ol 


Note Columns 2. Personal interest; 3. Circumstances. 4 Encouragement by friends; .5. Persuasion 
by husband, 6 Political pressure; 7. Ideology; 8. Women's organisation; 9. Without aim; 
10 Any other , 

NA refers to all those who are housewives. 

Table 7: MEMBbRSHiP in Party and Factors Contributed to Entry into Politics 


Membership/ 

Factors 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Total 

No Membership 


- 


- 

- 


- 

1 

(50 0) 

1 

(20.0) 

2 

(2.4) 

CPI 

- 

1 

(09.1) 

1 

(16.7) 

2 

(10.5) 

- 

- 

I 

(25.0) 

- 


5 

(06 0) 

CPl(M) 

12 

6 

"K 

7 

6 

1 

2 

1 

2 

40 


(52.2) 

(.54 5) 

(50 0) 

(36.8) 

(46.2) (1(K).()) 

(50.0) 

(50 0) 

(40 0) 

(47.6) 

(Congress 

II 

(47.8) 

4 

(36.4) 

2 

(33 3) 

9 

(47 4) 

7 

(53 8) 

— 

1 

(25.0) 


2 

(40 0) 

36 
(42 9) 

BJP 

- 

— 


1 

(100 0) 

- 


— 

- 

— 

1 

(1.2) 

Total 

23 

11 

6 

19 

13 

1 

4 

2 

5 

84 


(27.4) 

(13.1) 

(7 I) 

(22 6) 

(15.5) 

(1 2) 

(4.8) 

(2 4) 

(6.0) (100.0) 


Nitle Columns 2 Personal interest; 3' Circumstances; 4: Encouragemeiit by friends; 5. Persuasion 
by husband; 6. Political pressure. 7' Ideology, 8: Women's organisation; 9: Without aim; 
10: Any other 


Table 8. Occupation and Factors Contributed to Entry into Politics 


Membership/ 

Factors 




5 




10 

Total 

Self-employed 

2 

3 

3 

2 

1 

1 

_ 

1 

15 


(08.7) 

(27.3) 

(50.0) 

(10.5) 

(1.5.4) (100.0) 

(25.0) 


(20.0) 

(17.9) 

Employed 

3 

- 

1 

2 

4 

- 

- 

1 

II 


(174) 


(16.7) 

(10.5) 

(.30.8) 



(20.0) 

(13.0) 

NA 

17 

8 

2 

15 

6 

3 

1 

3 

55 


(69.6) 

(72.7) 

(33.3) 

(78.9) 

(46.2) 

(45.0) 

(50.0) 

(60.0) 

(15.5) 

Others 

1 

- 

- 

- 

1 

- 

1 

_ 

3 


(4.3) 




(7.7) 


(50.0) 


(.3.6) 

Total 

23 

11 

6 

19 

13 1 

4 

2 

5 

84 


(27.4) 

(13.1) 

(7.1) 

(22 6) 

(15.5) (1.2) 

(4.8) 

(2.4) 

(6.0) 

(100,0) 


A/ote.r: Columns 2: Personal interest; .3. Circumstances; 4: Encouragementby friends; 5: Persuasion 
by husband; 6: Political pressure; 7: ideology; 8: Women's organisation; 9: Without 
atm, 10; Any other. 

NA refers to all those who ore housewives; Others refer to all those who are retired. 
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the data indicate 65.5 per cent members 
entered politics due to their personal interest, 
persuasion by husband or pressure from 
political parties. 

When an analysis is made with regard to 
^religion and the factors that contributed to 
'lie entry of women into politics (Table 5) 
It shows that personal interest has been the 
major factor among the Hindu women to 
enter politics than among the Chn.stians and 
Muslims The influence o( poittical pressure 
has also been very strong among the Hindus. 
It thus reveals that no serious effort has been 
made to mobilise women as a political 
pressure group by any political party, as they 
party ideology or affiliation has had little 
influence in women’s entry into politics. 

Thcdata on income and lactors contributed 
to entry into pohtics shows (Table 6) that 
ideology and influence of women’s 
oiganisation arc stronger among lower 
income gioup. while among the higher 
income group political pressure dominates. 
The iticluence ol husband is found to be 
' strong among the hou.scwives. 

Table 7 shows that m spite of the fact that 
82 women have membership in one or the 
other political parties, their role as a 
contributing factor in women’s entry into 
politics has been minimal. It al.so shows that 
to a great cMcni no party has made any cflorl 
1(1 place then women members in both patty 
otganisatioiis or in positions of authority 
outside the paity. Only one member did not 
have inembcr.ship in any of the politicc'il 
parly The niajoniyol women members have 
allegiance to the ('Pl(M) followed by the 
C’oiigress Party There is a lone member who 
has membership in the Rhaiathiya Janata 
Party (HJP) 

Political parties have aniajor responsibility 
intacilitainig women’s parttcipation. Today, 
woiner ire there in all parties but only as 
a token ‘Tokenism’ is to be icpiaccd by a 
genuine partnership ot men and women in 
s(x:io-political organisation. This might need 
changes in the p.»rty constitution in favour 
of women. Male control of the party hierarchy 
severely reduces any hope of equality of 
status for women in all aspects of public life. 

In general women’s associations have 
served as an important means to organise 
women. Through their activities, they contri¬ 
bute to raising the level of consciousness and 
political participation. Political pressure as 
a contributing factor for women entering 
politics IS morcevident m thecascof members 
belonging to the CP1{M) and the Congress 
Party (Table 7). Among all the political 
parties the CPl(M) members felt that their 
entry into politics was largely due to the 
influence of women’s organisations. 

When the factors that contributed to entry 
into politics arc analysed in terms of 


occupation (Table 8) it is found that personal 
interest in politics is shown more by women 
who are not employed. Persuasion by 
husband in entering politics is also more 
evident among the housewives. However, it 
must be noticed that 50 per cent ot the 
housewives have entered politics without 
any aim. Besides, the influence of ideology 
as a motivating factor in entering politics has 
been more among the self-employed women. 
For women in the service sector as well, the 
contributing factor in entering politics has 
been political pressures. 

WoMF.N AS CANDIIJATt KOR LiK AL 
PoLiricAL Elite 

The general tendency is to encourage 
women who have been active in social 
services in the rural community, in student 
politics or mahilu associations as candidates 


Table 12: Reason.s roii Victory in Panchavat 
ELEC nONS 


SI No Items Frequency Per Cent 


1 

Personal quablies 

14 

16 7 

2 

Party 

12 

14 3 

\ 

Caste 

1 

1 2 

4 

Friends 

1 

1 2 

5 

All the abos'e 

1 

3..S 

6 

Others 

6 

7 2 

7 

in and 12J 

25 

29.8 

8 

12) and [31 

8 

9 .S 

9 

|llundl21und|3| 

.1 

3 .‘i 

10 

111 and |6] 

1 

1 2 

II 

(1) and |2] and |4| 

1 

1 2 

12 

11| and |21 and IS] 

1 

1 2 

1.1 

|l]andt4| 

2 

24 

14 

(2| and 14| 

1 

1 2 

I.S 

1.1] and 14) 

1 

1.2 

16 

12) and 16) 

1 

^ s 

17 

Tolal 

lllandl.M 

1 

84 

1 2 

•100 0 


Table 9. Age and Reason i-or Contesting F.i tmoN 


Agc/Rcason 





6 



9 

Total 

26-15 

1 

1 


20 



1 

- 

25 


(11.3) 

(.13 3) 


(31 7) 

(33,3) 


(100 0) 


(29 8) 

.16-45 

2 

1 

3 

21 

2 


- 

1 

,10 


(66 7) 

(3.1.3) 

(60 0) 

(.33.3) 

(.11 3) 



(50 0) 

(35 7) 

46-55 


1 

2 

17 

2 

1 

- 

1 

24 



(33.3) 

(40 0) 

(27 0) 

(31 3) 

(100 0) 


(50 0) 

(28 6) 

56-65 




5 



- 

- 

5 





(7 9) 





(6.0) 

I'otal 

t 

1 

5 

63 

6 


1 

2 

84 


(1.6) 

(3 6) 

(6 0) 

(75 0) 

(7 1) 

(1 2) 

2) 

(2.4) 

(lOO.O) 


Noies. Columns 2. (twn accord; .f (fwn accord + parly. 4 Friends; 5' Parly, 6 Pressure group; 
7; Others. 8. Persuasion by friends + Pressure group, 9- Parly and others 


Tabll 10. Ri'ligion and Reason for CoNTtsriNt. Klution 


Rcligion/Reuson 

2 

3 

4 

5 

6 

7 

8 

9 

Total 

Hindu 

1 

(1 9) 

2 

(3 7) 

- 

44 

(81.5) 

1 

(5 6) 

1 

(1 9) 

1 

(1 9) 

2 

(3 7) 

54 
(64 3) 

Chnstian 

1 

(4 8) 

1 

(4.8) 

5 

(23 8) 

13 
(61 9) 

1 

(4 8) 


- 

“ 

21 
(25 0) 

Muslim 

1 

(11 1) 

■* 


6 

(66 7) 

2 

(22.2) 

- 



9 

(107) 

Tolal 

3 

.1 

5 . 

63 

6 

1 

1 

2 

84 


(.1.6) 

(3 6) 

(6 0) 

(75 0) 

(7 1) 

(1 2) 

(1 2) 

(2 4) 

(100.0) 


Nutes' Columns 2 Own accord, 3 Own accord + party. 4. Friends; .S- Party, 6' Pressure group; 
7. Others. 8 Pcr.suasioii by friends + Pressure group. 9 Party and others 


Table 11: Income and Re-vson for Conti_siing Election 


Incomc/Reason 

2 

3 

4 

5 

6 

7 8 

9 

Tolal 

NA 

2 

(66.7) 

3 

(100 0) 

5 

(100 0) 

41 
(65 1) 

.1 

(50.0) 


1 

(50 0) 

55 
(65 5) 

< 500 

I 

(3.1.3) 

- 

“ 

8 

(127) 

2 

(33 3) 

I 

(100 0) 

- 

12 

(143) 

.501-1000 


- 


6 

(4.5) 

- 

1 

(100 0) 

1 

(50 0) 

8 

(9.5) 

1001-1500 




5 

(7 9) 

1 

(167) 


- 

6 

(7 1) 

1500-+ 

~ 



3 

(4 8) 

- 


- 

3 

(3 6) 

Total 

3 

3 

5 

63 

6 


2 

84 


(3.6) 

(3 6) 

(6 0) 

(75.0) 

(7.1) 

(1.2) (12) 

(2.4) 

(100.0) 

Notes: Columns 2 
7; Others, 8 

Own accord; 3: Own accord + party; 4; Friends; 5. Party; 6. Pressure group; 

; Persuasion by friends + Pressure group, 9 Party and others 
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in pancimyai elections. In certain cases, 
priority is given to the caste/community of 
the candidate depending on the caste/ 
community composition of the electorates. 
Due preference is also given to those women 
who are serving as teachers, anganwadi 
workers or those rendering health services 
to the rural community. Women who have 
some male members, viz. husband, father or 
brother with strong political backgrounds 
ate also considered while making selection. 
Preference is also given to the those female 
kins of politically active male members in 
the event of his death. 

An attempt is made here to examine under 
whose influence the women c andidates made 
their decision to conte.st in the panchayat 
election. It is found that 75 per cent of the 
women panchayat members decided to 
contest election at the request of the political 
patty. When an analysis is made on age and 
reason for contesting election, it shows that 
younger age group have a capacity to make 
their own decision while contesting tor 
election (Table 9). The intluencc of party 
is stronger among older women than the 
younger age group. This is an indication that 
patty supports older women when contesting 
in the electioas at grass root democracy. The 
pressure group denotes mainly the caste 
groups associations. 

Table 10 provides thedata on the influence 
of religion on the women contestants. It is 
clear that the party has a strong influence 
on the Hindu women than the Christian or 
Muslim women. 

'.Although, the party has an insignificant 
role in motivating women into politics, their 
influence on women while contesting the 
election is evident. However, the party has 
a stronghold on women from the high income 
group rather than lower income group. Most 
active participation of women can he 
observed during election campaigns, when 
political parties arc looking for votes and 
mandates and need to mobilise large 
contingents of militants to accomplish this 
task. 

Women members were also asked to slate 
the reasons they fell that helped them in 
being elected to the panchayat. Two main 
factors that facilitated their entry into ihe 
local level politics are personal qualities and 
party .support (Table 12). 

The nature oi the political orientation and 
involvement in .social organisations also 
helped to a great extent in getting them 
elected as members of the panchayat. Hence 
an attempt is made to assess the level of their 
activity in party ns well as siKial organisation, 
as much depends on the position of women 
in the political parties and the party elites' 
attitudes, prejudices and opinions, on the 
role'of women in politics. Another feature 


Which has been examined is the nature of 
their involvement in movements and their 
mode of participation. 

Mentionmaybemade here of the important 
political organisation of women in Kerala. 
The women’s wing of the Indian National 
Congress(I) is known as Mahila Congress 
(MC). the women's wing of the All-India 
Democratic Women’s Association (AIDW A) 
is of the Communist Party of India (Marxist), 
and the Kerala Mahila Sangham (KMS) is 
of the Communist Party of India. AH the 
above three political organisations of women 
arc active throughout Kerala. Among the 
Kerala Aikhya Mahila Sangham of the 
Revolutionary Socialist Party and the Kerala 
Vanitha Congress (KVC) of the Kerala 
Congress, the former concentrate mostly in 
the districts of Kollam and Alapuzha and the 
latter in the Kottayam, Ernakulam and 
Alapuzha districts. Other political parties 
suchas,Congress(S).BharathiyaJanutaParty 
(BJP), Janata Party, Socialist Republican 
Patty (SRP) and Praja Socialist Party, have 
also their women's wing. The Muslim 
Education StKicty (MES), has a women's 
wing functioning in the .state and district 
level. 

There are certain differences, between the 
pro-lelt women’s organisations and the pro- 
right ones in terms of their structure and 
organisation. The latter organisations 
function mostly according to the party 
directives, while the pro-left organisations 
though function according to broaddirectives 
of the party concerned, have certain amount 
of Ircedom, characteristic of a mass 
organisation [Hall I980J. 

The position/membership in socio-political 
organisations show that among the 84 
members, 11 members had held position/ 
membership in political organisation, 22 had 
held position/memhership in social 
organisation and 21 members had 
membership in political and social 
organisation. Only 29 members did not hold 
any position in either political or social 
organisation. Of them, five had held positioas 
at the district level, 26 at the block level and 
10 at Ihc panchayat level. The position they 


Tabu I4: PAuncirA'noN m Pduhcal Movstanfr 


SI No 

Movements 

No 

Percent 

I 

Price rise 

10 

tl.9 

2 

Wages 

19 

22.5 

3 

Water 

1 

1.2 

4 

Electricity 

2 

2.5 

5 

Olheis 

5 

6.0 

6 

1 and 2 

3 

3.5 

7 

3 and 5 

2 

2.4 

8 

2 and 3 

3 

3.6 

9 

1 and 2 and 3 

8 

9.5 

10 

3 and 4 

1 

1.2 

II 

I and 2 and 3 and 4 

1 

1.2 

12 

1 and 3 

1 

1.2 

13 

I and 2 and 3 and 5 

1 

1.2 

14 

1 and 3 

5 

6.0 

15 

1 and 3 and 5 

10 

11.9 

16 

1 and 5 

3 

3.5 

17 

2 and 5 

9 

10.7 

Total 


84 

100.0 


Table 15: Morreor pARoriPATiON in 


Item 


Frequency 

Percent 

I Dhama/Picketing 

36 

42.9 

2 Representations 

2 

2.4 

3 Pamphlets/Wall posters 20 

23.8 

4 1 and 2 


6 

7.1 

5 1 and 2 and 3 

17 

20.2 

6 1 and 3 


3 

3.6 

Total 


84 

100.0 

Table 16' 

Extent of Family Houung Dry 


Land (in Cents) 


Size of Class 

No of 

Percent Cumulative 


Households 


Per Cent 

Landless 

6 

7 1 

7.1 

Below 25 

24 

28 6 

35.7 

>25-50 

23 

27.4 

63.1 

> 50 - 75 

11 

13.1 

76.2 

> 75 - ItX) 

9 . 

10.9 

86.9 

> 100- 150 

6 

7.1 

94.0 

> 1,50 2(10 

5 

6.0 

100.0 

Total 

84 

100.0 



Tabu 17:Family Incomf or Women Pancha at 
Members 


Annual Income (Rs ’000) 

Frequency Per Cent 

Below 10 

21 

25.0 

> 10-20 

35 

41.6 

> 20 - .30 

18 

21.5 

>30-40 

1 

1.2 

>40-50 

1 

12 

>.50 

8 

9.5 

Total 

84 

100.0 


TaBI J- 1.1- PoVOION/LeVLL of ASSIX'IATKIN in .StK'Kl-PoUTICAL Okoanisation 


SI No Parly Position 

District 

Level 

Block/Area 

Panchayat/Branch 

1 Political Organisation 

1 Prcsiccnt/Vice-presidcnt 


6 

6 

2 .Secretary n'rcasuier 


5 

1 

3 Committee member 


15 

3 

1+3 Total 


26 

10 

II Social Organisation 

1 Presidcnl/Convenor/Secretary 


9 

28 

2 Member 


15 

- 

1+2 Total 


24 

28 


Notes: Only one member could become a State Committee Member of the All India Democratic 
Women’s Association of the 'Communist Party of India (M). 
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held shows that 13 members bad the 
oppoftunity of being either ptesitfcnt/vice- 
president in their respective party 
organisations. Ot them, one member had 
held that position at the district level, six at 
the block level and another six at the 
panchayat level. Eight members had been 
secretaries/treasurers of the political party. 
Of them, two held the position at the district 
level, five at the block level and one at the 
panchayat level. Besides, another 20 
members had been committee members in 
the party organisation. Of them, two were 
members at the district level committees, IS 
at the block level committees and five at the 
panchayat level. Only one member of the 84 
members had held a position in the state level 
committee of the All-india Democratic 
Women’s Association of the Community 
Party of India (Marxist) (Table 13). 

The involvement in .social and voluntary 
organisation shows that women panchayat 
members have association with the cast/ 
communal organisations either of the Nair 
Service Society, Sree Narayana Dharma 
Paripalana Yogam, Temple Samitis, or 
Catholic A.ssociatioii. The other voluntary 
organisations with which the members arc 
associated: Kerala Association of Nun- 
Formal and Adult Education (KANFED), 
Kerala Sasthra Sahitya Parishad (KSSP) and 
Parent-Teacher Association (PTA). The 
members have also associations with several 
societies, vix, housing societies, co-operative 
societies and i nvol vement in the programmes 
of literacy mission and fishermen 
development. 

Among those who htid held social positions 
in social organisations, three had served as 
president/convcnor/secretary at the distnci 
level. Apart from them, 16 members had 
been membersof various s<x:ial organisations 
either at the block level (IS) and district level 
(1) (Table 13). 

Women members’ activities in movement 
(Table 14) shows that their involvement in 
movement participation have been 
immensely useful in making inroads to formal 
political institution as evidenced by their 
participation in one or the other movement. 
The range of participaiion varied Irom 
movements against price rise, water and 
electricity problems, unemployment benefit 
and the like. Some of them also had their 
share in such local issues like construction 
of roads, insufficient trunspoii facilities, like 
increasing the number ot buses, of initatmg 
bus services in new routes, at introducing 
new bus stops and train stops, etc. Some 
women also took active part in women’s 
issues like rape, unified personal laws and 
for obtaining pension schemes for widows, 
disabled and the aged. 

The mode of participation of women 


members show that all the members have 
participated in some or the other type of 
activity. Dhama/picketing has been their main 
mode of participation (43 per cent). Women 
are aLso participating to a lesser degree by 
making wall posters, distributing pamphlets, 
etc, (Table 1.5). 

In addition to this, about 20 per cent have 
participated in more than one mode of 
participation which includes dharna/ 
picketing, submitting representations and 
writing wall posters or distnbutiiig pamphlets. 

Economic and Euu<'atiunai. Status 
or Family 

Unlike the inloimalion on demographic 
and political background, the information 
on economic back ground is far less nccurale, 
as the propcnicd class most often do not 
disclose thecoirecl information. In analysing 
the economic status of the family, data were 
collected on the extent of family holdings 
and other assets, the family income, 
husband's/tuthcr/s educational level and 
husband’s/lathcr/s occupational status, 
besides the taniily members engagement in 
socio-political activities. 

Table 16 shows that si x fami lies ar>^ landless 
and 11 members’ tamilieshavc I-2 acres ol 
dry land. For the majority of tamilics (46 
percent) landholdings vary from 25-50cents. 
As for wet land only four members arc in 
possession oi it. Of them, only one mcmbci 
has one acre while other three members htivc 
between 40 50 cents ot wet land. 

in terms ol assets, onl y one member owned 
a bus and a car and six others owned setKiters. 
Although land and income are the two 
important vanabics in analysing the class 
position, the land ownership being meagre, 
the cla.ss position is ascertained by analysing 
tamily income alone (Table 17) 

ThcfainilyiiK omeol 84 women panchayat 
members show that 17 8 per cent ot the 
tamilics have .i annual income between 
Rs 20,(X)0 to Rs 50,(KJO and above. Ol them 
‘>.5 (rercent have an annual income of above 
Rs 50.(X)0 I lowevcr, 53 members, i c. 61.1 
percent haveonly an annual income bet ween 
10,000 and 3(),0(X) above 21 [icr cent have 
an income below Rs I0,(XX). 


Since there is wide difference in the income 
of the members, it becomes imperative to ^ 
analyse the same in relation to caste/ 
community of the members (Table 18). 
Among the different castes/communities it 
IS found that the .scheduled caste families 
have the lowest income. Tharannual income 
doeji not exceed over Rs 20,000. Although 
the majority ol the family income fall in the 
above category, 1.3 per cent of the member’s 
family income is between Rs 30,000 and 
51 ,(XX). Ol them, 8 per cent ol the forward 
and 14 |Kr cent fioni backward castes/ 
communities tall into this category. The 
inequal ity in income shows that the scheduled 
castes are the most depnved among all the 
castcs/communiiies. This has several 
repercussions, as their economic handicap 
limits their entry into the formal political 
structures 

The educational level alsois a factor which 
innucnccs the thought, .social aspirations 
and pcrloimances ol family members 
especially ol the wile and daughter. In 
analysing the educational status and the 
iK'cupational stalusol the bead of household, 
for the membc.'s who arc married, their 
husbands arc taken as rcicrcncc and for those 
members who are unmarried or widowed 
their lathers arc taken as reference 

Tlic data on cduational status reveals that 
45 per cent ‘ot the husband/lalhcr have high 
school education. About 30 |x:r cent have 
above high school level of education In the 
case ot live members their husband/father 
have no tormal education (Table 19). 

I'he low income ol the scheduled caste is 
also rcticcled in the cdicalional level of the 


lAHcr 1^ Livu.ra Hoocation of Husband/ 

f'AIIII’.K 


Ix-vcl 

Ficquency 

Per Ce 

Primary 

2 

2.4 

Secondary 

6 

7.2 

High schuiil 

<8 

45.2 

tJiiiiergrailuale 

8 

9.5 

firadualc 

II 

13.0 

T cchnical 

14 

I6K 

1.Iterate 

(with no schooling) 

5 

59 

Total 

84 

100.0 


Tabu Ih C'AsTiA'oMMiiNnv anu Hamiiy Incomi 


Ca.sie/roiiHnuiiiiy/Incoine 

10 

10 20 

Rupees in '(XX) 
20-30 30 40 

40-50 

5If 

Total 

Forward 

t 

j. 

8 

1 



25 


(12) 

(48) 

(-32) 

(4) 


(4) 

(29.8) 

Backward 

17 

22 

10 


1 

7 

57 


(29 8) 

(38 6) 

(17 5) 


(18) 

(123) 

(67.8) 

Scheduled ca:.lc 

1 

1 


- 

■ 

- 

2 


(50) 

(.50) 




(2 4) 


Total 

21 

35 

IK 

1 

1 

8 

84 


(25) 

(41 6) 

(21 4) 

(1 2) 

(1 2) 

(9.6) 

(100.0) 
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male head of the family. The educational 
level of the scheduled caste women's 
husband/fathcr reveals that nunc of them 
have more than high school education. Those 
who have above high school level education 
are from the backward and forward castes/ 
communities. Mention may be made that 
when the average literacy rale of the state 
is 70.42 per cent, the scheduled caste literacy 
rate is only 55.9<> per cent. This is of course 
higher where compared to the literacy rate 
of other states, but it is far below compared 
to the high literate classes jBhaskar 1988]. 
Attempt IS also made to analyse the 
educational status in relation to caste/ 
community tTable 20). 

The occupational status ol the ‘head of the 
hoasehold’ helps furtherto identify the .socio¬ 
economic status ot the family. The occupation 
of husband/fathcr (Table 21) shows that 46 
members, i e, .*>4.8 per cent arc engaged in 
white-collar or blue-collar jobs, (clerks, 
industrial laliourer.s. etc) Though Kerala is 
predominantly agricultural, only about 12 
per cent ot the women member’s husband/ 
father are engaged in agriculture. About 19 
percent of the head of households arc engaged 
in business. .Since majority of the member’s 
father/hushand are engaged in the service 
sector they have lich experience in 
participating in trade union niovcmenis and 
organisational activities of the pulilical 
parties. However, needless to say, the 
activities of trade unionism arc confined to 
pure economism as the useful demands rai sed 
being wage increase, dearness allowance, 
bonus, working conditions, and the like 
(Bhaskar I9'>0]. 

.So(’io-FoLnic’Ai, Aenvirv 

An understanding ot the socio-political 
activity of the family members of women 
panchayat members would further enable us 
to understand the sucio-|x>luical atmosphere 
of the family, which in turn gives a strong 
family identification and provide an 
opportunity for othei members in the family 
to involve in socio-political activity. This 
tends to influence women es|)ccially. as they 
are generally dependent on male members 
in matters relating to the public sphere. 


In the families of 62 members, other 
members do involve in socio-political 
activity. In the rest of the families though 
other members did not have any socio¬ 
political involvement, women members are 
mainly motivated to enter politics through 
their male members, viz, father, brother or 
husband, who have been interest in socio¬ 
political involvement. Of those members 
who did not have any socio-political 
involvement, six members belonged to the 
forward castes/communities, IS to the 
backward castes/communities and one from 
(he scheduled caste (Table 22). 

Of the 44 members who were active in 
the party nine held positions in the party, 
while the remaining 35 were merely party 
workers. Thirteen of the members said their 
husbands are actively engaged in the service 
organisations. 

The position the members hold reveals 
that their family members work either as 
secretaiy/presidcnt of the party, either at the 


Tauls 21 Occupational Status or Husband/ 
Father 


Occupation 

Frequency 

Per Cent 

Service Sector 

46 

.54.8 

Business 

16 

19 0 

Agriculture 

10 

II U 

Others 

9 

10.7 

No occupatiun 

3 

3.6 

Total 

84 

100.0 


/Vo/c Others refer lo those engaged in social 
work, petty-business or employed in the 
Gulf No occupation refers lo all those 
who arc either disabicd/aged. 

Tabi-I 22 Ca-STl/Community and Involvlment 
O l Family Members in .Sckto-Politicai 
Organisation 

('aste/Community 


Organisation 

Number F 

B 

No membership 

22 

6 

15 

Political party 
General welfare 

44 

12 

32 

acliviiy 

7 

- 

7 

Service organisation 

13 

3 

10 

Panchayat 

3 

1 

7 

Note F = Forward, B = 
Scheduled Casle 

Backward. 


Table 20 CastiVCommunity and F,du( aiional Level of Husband/Father 


Caste/Cominiinity 

Education High- 

Primary Secondary School 

Under- 

Graduate 

Graduate Technical 

No 

Education 

Total 

Forward 

- 

- 

13 

2 

1 

5 

2 

25 




(52) 

(8) 

(12) 

(20) 

t8) 

(29.8) 

Backward 

2 

6 

24 

6 

8 

9 

2 

57 


(3.5) 

(105) 

(42.n 

(10 5) 

(14 0) 

(15 8) 

(-V5) 

(67.8) 

Schedule caste 

- 

- 

1 


- 

- 

1 

2 




(^0 0) 




(50.0) 

(2 4) 

Total 

2 

6 

38 

8 

II 

14 

5 

84 


(2 4) 

(7 1) 

(45.2) 

(9.5) 

(1.3.1) 

(16.7) 

(6.0) 

(lOO.O) 


block level or at the district level. Two of 
the member's husbands were the ex- 
panchayat members and another member’s 
husband has been officiating as the sitting 
members of the panchayat. One member’s 
husband had even contested for the assembly 
and parliament seats. 

To sum up, the study observes certain 
features characteristic to the women 
panchayat members, and also shows how 
certain variables like age and marital status 
arc pivotal in making a structural analysis 
of political leadership of women in grass 
roots democracy in the Kerala context. The 
castc/community representation in local level 
politics is in tune with the body politic of 
the state. 

With regard toentry into politics, variables 
like age. occupation, income, are decisive. 
The factors that contribute to politics also 
vary with factors such as religion, income, 
party membership and occupation. The 
influence of party is strong during elections: 
while it plays rather an insignificant role in 
motivating women into politics. Those factors 
which help women lo enter as panchayat 
members are personal qualities and party 
support. Moreover the nature of political 
orientation and involvement in social 
organisation also enable them to make i iiniads 
lo die political pinnacle al the grass roots 
level. 


Note 

I Irtan Habib argues lhat the caste sysleiii is a 
fraiiiework for pea.sant movements.Tiidihrnugh 
the caste councils, peasants were able to |iiin 
the peasuni movement The Affmnan System 
of MoithulIndiu, Asia Fublishing House, 1%.), 
p .)72 
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Female Infanticide in Ihmil Nadu 

Some Evidence 

Sheela Rani Chunkath 
V B Athreya 


This paper reports and discusses evidence from afield survey on the existence of the practice of female infanticide 
in Tamil Nadu. Primary health centre records analysed provide strong corroborative evidence that the phenomenon 
is not. as earlier thought, confined to a few blocks of Madurai and Salem disti icts hut is seen in an almost contiguous 
belt from Madurai to North Arcot Ambedkar districts of Tamil Nadu. 


FEMALE infanticide - the killing of female 
infants because they are female - has occurred 
not only in several cultures across history, 
but is known to occur in contemporary 
societies as well [George et al I ‘)921. Female 
infanticide in India has been documented 
for the period of British colonial rule by 
several scholars [Pamgrahi 1972; Viswa Nath 
1973; Clark 1983]. In the period since 
independence, the gruesome practice has 
been reported as occurring in many pails of 
thecoumry includingTamil Nadu, where the 
phenomenon is of recent origin, and was not 
known to exist bcfoic independence, except 
among the Thoda.s of Nilgiris. 

In respect ot several standard indicators 
of health and education. Tamil Nadu is a 
comparatively bcttei pertormer among the 
vanous major states Thus, it ranked second 
only to Kerala m terms of the literacy rate 
according to the 1991 Census. Its infant 
mortality rate for 199.S as pci .SRS data stood 
at 56 per 1,000 live births, and only three 
states had a lower IMR.' The stale has a good 
network ol primary schools and 
comparatively bcttei rates of enrolment and 
retention. Its birth and death rates do not 
compare badly with those of many major 
.states. Yet the practice of female infanticide 
(FI) h.is been reported to exist in the stale 
and Its occurience officially admitted.’ The 
first major repoitmg of FI in Tamil Nadu 
appeared in the popular press (S H 
Venkatramani),yWi£i7Wav,June 15.1986). 
This report dealt with incidence of FI in 
Madurai district, and focused upon a 
particular community in rural Madurai. 
Several years later, in 1992, female infanticide 
was reported from Salem district, more than 
a hundred miles from the Usilampaiti region 
of Madurai district which had figured in the 
1986rcport(Vij: Snnivasan. Frontline, 1992; 
Asha Krishnakumar, Frontiline 1992). 

Sbx Ratios 

Data from the Census of 1991 on sex ratio 
(defined as females per 1,000 males) for both 
the general population and the juvenile 
population (0-6 age group) are highly 
unfavourable to women in several blocks 
anddistrictsofTamil Nadu. Whilethe average 


sex ratio for the general population ot Tamil 
Nadu as a whole was much higher at 974 
as against the national average of 929, it was 
only 937 in Salem district and 942 in 
Dharmapuri. I'oi the 0-6 population, Tamil 
Nadu's figure al 948 was slightly above 
India's al 945, but three districts - Salem, 
Dharmapuri and Madurai - reported much 
lower values of 849, 905 and 918, 
respectively. Salem district has, in fact, the 
dubious distinction of having the lowc.sl 
juvenile .sex raiio of849 among all the di.stricls 
inthecountry.Accordingto the 1991 Census, 
there were 54 districts in thecoumry (besides 
the union terntoiy ot Chandigarh) which had 
0-6 sex ratios below 9(K). The.sc di.stricts 
were located in just seven .states: all the 
districts ol Haryana (16) and Pun|ub (12), 


Tiruvunnainalai 

Suinbuvarayar 


Dindigul 


- 

Noith Arcot Ambedkar 101,1 

995 

South Arcot 

1007 

1015 

Pudukkullai 


- 

Periyai 

- 


Coimbatore 

1006 

979 

Chidamboranar 

- 


Kanyakuinan 

- 

- 

Nilgiris 

921 

- 

Thanjavur 

1017 

1008 

Tiruehirapatli 

Kainaraiar 

101.5 

1017 

Chengai 

999 

999 

Nagai Quaid-e Milleth 
Tirunelveli- 


- 

Kattabomman 

990 

1042 

Pasumpon Muihramalinga 


Thevar 

- 

- 

Raman.''thapuram 

1042 

1015 

Madras 

942 

928 

Tamil Nadu 

1010 

999 

India 

- 



7 districts (out of 27) in Rajasthan, 10 out 
ol 63 in I Ittar Piadcsh, 4 out ol 19 in Gujarat, 
4 out of 45 III Madhya Pradesh and one 
(.Salem district) out of 21 in Tamil Nadu, 
Table 1 presentsdutaonjuvcmle sex ratios 
loi Tamil Nadu and its districts trom 1941 
to 1991 across censuses. Two things are 
immediately evident. First, there is a general 
tendency foi juvenile .sex ratios to decline. 
Second, in ihc ca.se of three districts, the 
decline is exceptionally shaip' Dharmapuri, 
Salem and Madurai. It may be noted that in 
Penyarand Dindigul (pail of Madurai district 
up to I98I), the juvenile .sex ratios lor 1991 
arc well below the state average, though 
highcrthanlho.se tor Salem, Dharmapuri and 
Madurai. The general decline in juvenile .sex 
ratios may be related to the gieaier access 



991 

955 

905 

988 

981 

970 

918 

99(1 

966 

900 

849 




964 




914 

998 

988 

999 

962 

1017 

981 

97 I 

970 



999 

976 


- 

964 

929 

987 

978 

969 

966 



- 

964 

9(.6 

978 

997 

970 

998 

985 

987 

968 

997 

984 

987 

965 

1005 

994 

969 

955 




946 

1015 

986 

996 

970 




971 

98(. 

995 

, 971 

955 

. 



9.58 

995 

998 

969 

960 

976 

969 

987 

962 

995 

984 

974 

948 

976 

964 

962 

945 


Note. District names as of 1991 have been used in this table See 1 able 4 foi the current Itst. after 
reconstitution and adoption of new names in 199t> 

Source. Censur of India, various vuliiincs 


Tabli: I .5IS Ratios 194I-I‘>91, JuvtNiLt Porui aiion. Au Iniua.Tamii Naimi.Siaii and 
Districts ot Tamii Nadi' 

Terntoiy Mwi wl iitri iuTi 191(1 wl 

(0-4 Years) (0-4 Years) (0-4 Years) (0-4 Yc.iis) (0-4 Yeais) (0-6 Years) 

Dharmapuri 

Madurai Kill 978 

Salem 1010 1016 
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to better health care that male infants receive 
t^ do female infants, arising from the 
general patriarchal norms prevalent in society. 
But the particularly sharp decline in a few 
districts appears to reflect much .stronger son 
preference leading to the practice of female 
infanticide. This impression is strengthened 
further by the data in Table 2 which show 
that the three districLs of Dharmapuri. Salem 
and Madurai accountfor4l out of 46 blocks 


Table 2; Bux^ks of Tamil Nadu with 1x>w 
JUVENII.F Sex Ratios in 1991 


District Total Number 

of Blocks 

Number of 
Blocks with 
0-6 Sex Ratio 
(Rural) < 900 
in 1991 

Dharmapuri 

18 

8 

Madurai 

21 

10 

Salem 

3.5 

23 

Tiruvonnamalai 



Sambuvorayar 

18 

nil 

Dindigul 

14 

2 

North Arcot 



Ambedkar 

20 

nil 

South Arcot 

35 

nil 

Pudukkottai 

13 

nil 

Penyar 

20 

1 

Coimbatore 

21 

nil 

Chidambaranar 

12 

ml 

Konyokuman 

9 

ml 

Nilgins 

4 

ml 

Thanjavur 

15 

ml 

Nagappaiiinam 



Quaid-e-Millelh 

20 

ml 

Tiruchirapalli 

32 

nil 

Kamarajar 

II 

nil 

Chengai 

27 

nil 

Tirunelveli- 



Kattabumman 

19 

nil 

Posumpon 



Muthurainalinga 



Thevar 

II 

nil 

Ramanathapuram 

II 

ml 

Tamil Nadu 

.385 

46 


Notes: I Disinct names os of 1991 have been 
u.sed in thi.s table 

2 Madras being a completely urban 
district has been excluded. 

Source. Census of India 1991 


Table .1; Some .Sampie CHARAtTERLSTics. DPH 
Survey for 199.S 


Item 

Value 

No of hou.sehulds surveyed 

10.37.6.30 

Population surveyed 

44,97,086 

Household siEe 

4.3 

.Sex ratio 

987 

Birth rate 

21.1 

Death rate 

7.6 

Infant mortality rate (male) 

52.7 

Infant mortality rate (female) 

57 3 

Infant mortality rate (total) 

.54.9 

Neo-natal mortality rate 

38.8 


Source. Directorate of Public Health, Survey. 
1996. 


in Tamil Nadu with a rural sex ratio of 900 
or less. The other five blocks belong to 
Periyar and Dindigul districts which, as 
alre^y noted, have extremely low sex ratios. 
A related point that emerges is that the sharp 
decline in juvenile sex ratios is a relatively 
recent phenomenon. One is led to hypothesi.se 
that this would be true of female infanticide 
as well. 

The data on sex ratios thus reinforces the 
reports of FI that have appeared in the po|xilar 
press from time to time in the last decade. 
However, there has so far been no systematic 
documentation of the magnitudes and the 
geographical spread of the practice. 

In this paper, we report both direct evidence 
from a sample survey of rural households 
in Tamil Nadu that cbnfirms the widespread 
existence of the practice of female infanticide, 
and strung corroborative evidence from 
primary health centre records. We also draw 
on field level interviews and on responses 
to a quest iunnaire on female infanticide from 
nearly 3,000 respondents. An important 
finding that emerges is that the phenomenon 
is not confined to just one block or two in 
Madurai and Salem. There is in fact an 
almost contiguous belt of female infanticide 
territory running from Madurai to North 
Arcul Ambedkar via Dindigul, Karur, Periyar, 
Salem, and Dharmapuri. 


Data Sources 

(i) Survey Methodology and Procedures 

Reliable data on vital rates is available 
through SRS, but only for the state as a 
whole. The data available from the civil 
registration system is known to be far from 
reliable. But any serious analysis of vital 
rates for purposes of policy and for addressing 
the issues of levels of aixl gender difierentials 
in infant mortality rates, and of infanticide 
would be greatly facilitated by availability 
of these data at district and further levels of 
disaggregation. To this end, a large-scale 
survey was carried out to study infant 
mortality and its variation across gender in 
rural Tamil Nadu. The state has an extensive 
network of primary health centres (PHCs), 
and below them health sub-centres (HSCs). 
On an average, a PHC serves a popufation 
of around 30,000 while a HSC caters to 
about 5,000 people. Tamil Nadu had, at the 
time that it was decided to conduct the survey 
(Februay 1996), 24 revenue di.stricts (RDs) 
divided into 41 health unit districts (HDDs). 
The sample consisted, for each revenuo 
district, on an average, of 40 randomly chosen 
HSCs, involving a population of around two 
lakhs per district. In the .state as a whole (with 
Chennai, totally urban district, being 
excluded), a total of960 HSCs were covered. 


1 ABLE 4: GENUEK-SpbaFic Ini ani Moriauty Rates and Gf^ider Diiff.rentiais in IMR. 1995 


Revenue District 

Male 

Infant Mortality Rate 
Female 

Person 

IMR Gender 
Differential 

IMR (F) -- IMR (M) 

Dharmapuri 

69.0 

130.8 

98.1 

61.8 

Madurai' 

69.2 

100.3 

84.5 

31 1 

Salem’ 

67.3 

95.6 

80 2 

28 3 

Tiruvannamalai Sambuvarayor 

46 9 

52.2 

49 6 

5.3 

DindiguP 

62 1 

69 9 

65.9 

7.8 

Villuppuram Ramasamy 

52.0 

59 1 

.55.6 

7 1 

North Arcot Ambedkar 

49.1 

56.1 

52.6 

7.0 

Perambalur Thiruvalluvar 

53.3 

59.6 

56.3 

6 .3 

South Arcot Vallalar 

49.0 

.54.3 

51.6 

5 3 

Pudukkottai 

45.7 

48.2 

46 9 

2.5 

Penyar 

49 3 

49.0 

49 2 

■0.3 

Coimbatore 

37.9 

37.4 

3V.6 

■0.5 

Chidambaranar 

43 3 

42.5 

42.9 

-0.8 

Kanyakumari 

19 1 

17.7 

18.5 

-1.4 

Karur Dheeran Chinnamalai 

.52.7 

50.0 

51.4 

-2 7 

Nilgiris 

48.1 

45.1 

46.7 

-3.0 

Thanjavui' 

46.4 

42.5 

44.6 

-3.9 

Tiruchirapalli 

62.0 

58 4 

60.3 

-3.6 

Kamarajar 

45 6 

41 1 

43 5 

-4.5 

Chengai MGR' 

47 8 

42.3 

45.1 

-5.5 

Nagappattinam Quaid-c-MilletM 

45,3 

.37.8 

41 8 

-7.5 

Tirunelveli ".attabomman 

56.4 

44.2 

50.5 

-12.2 

Pasumpun Muthuramalinga Thevar 

56.3 

42.1 

49.3 

-14.2 

Ramanathapuram 

87.0 

68.6 

78.2 

-18.4 

Tamil Nadu 

52.7 

.57.3 

54.9 

4.6 


Notes: I Now bifurcated into Madurai and Vaigai Veeran Alagumuthu districts. 

2 Now bifurcated into Salem and Rajaji districts. 

3 Renamed now os Mannar Thirumalai disuict. 

4 A new distnet called A T Panneerselvam district has now been created, comprising some 
blocks from Thanjavur and some from Nagapaitinam Quaid-e-Milleth. 

5 Now bifurcated into Chengai MGR and Chengai Anna district. 

Sourer: DPH .Survey. 1996, 
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Questionnaires seeking infonn^ion on live 
births, still births and infant deaths in the 
households during the calendar year 1993 
were canvassed with 10,37,630 households. 
The total population covered was44,97,086. 
The survey was carried out by functionaries 
of the department of public health who cross 
rrutched the demographic events netted by 
them in the field with the records of the 
village health nurses (V HNs), workers of the 
Integrated Child Development Services 
GCDS). and village administrative officers 
(VAOs). Discrepancies that came to light 
were resolved by re verification in the field 
with the concerned households. While the 
methodology and data collection procedures 
do have limitations, they arc robust enough 
for establishing the tact of mcidcnceof female 
infanticide and fordcmonstrating significant 
gender differences in IMK and nco-natal 
mortality rates. 

(ii) PHC Records 

The PHC/HSC network referred to earlier 
employs an extensive army ot Held staff 


TABI.t 5' GrOUIMNO OI tXsrKUTS HY [IMK 
(Flmalc) - IMR ( Mai I )] Valuls 


Range of Values of 
[IMR (F) - IMR (M)] 

No of Districts 
(Total No = 24) 

< -5 

5 

Between 5 and 0 

9 

Between 0 and 5 

1 

Between 5 and 10 

6 

> 10 

3 


Source. Table 4, 


distributed over most villages of the state. 
They monitor ail pregnancies, provide 
antenatal care, record pregnancy outcomes 
and monitor infant deaths. Their coverage 
may be incomplete, especially on account of 
pregnant women moving to natal homes 
outside the jun.sdiction of the PHCs located 
where they normally reside. However, the 
data collected by the field staff and emeicd 
into PHC records, is still useful for 
comparative purposes. The absolute values 
of such vital rates as birth, death and infant 
mortality rates may not I'c accurate, but they 
arc unlikely to be biased in diflercnt directions 
across districts.' 

The PHC records provide information on 
pregnancies, deliveries, births, still births, 
early neo-natal ((>-6 days) deaths, other neo¬ 
natal deaths (7-27 days), and post-natal (28- 
364 days)deaths genderwisc. By aggregating 
PHC data, one cun obtain the corresponding 
figures block wise Thus one can compute 
IMR genderwisc for every block. The field 
staff of the public health network also obtain 
information on causes ol infant deaths, and 
one of the cause categories used is ‘death 
due to social cau.se‘. This category refers to 
temalc/inalc mfiinticidc. Our penisal ot PHC 
data aggregated blockwisc shows that, while 
male infanticide docs occur, it is a relatively 
rare pb'""omcnon. Further, where it does 
occur, it is highly correlated with female 
infanticide. In this pa|x:r. wc confine our 
discussion to tcmalc infanticide. Using data 
from PHC records ol I ‘195. we have computed 
the number ol lernale inianticide deaths 


biockwise, and the ratio of these deaths to 
total female infant deaths, districtwise. 
results provide strong support to the picture 
that emerges from the 1996 sample survey 
rcferredtocarlier,namely, that of widespread 
practice ol lemalc infanticide in a contiguous 
stretch of the stale encompa.ssing several 
dismets. 

Ini-ant Mok'iai.itv RAits 
(l) Survey 

The sample survey conducted in February 
1996 provides interesting evidence on infaiti 
mortality rates (IMR), genderwise. Some 
important characteristics ot the total sample 
are presented in Table 3. As already noted, 
the survey covered 10,37,630 households 
with a total {wpulation ol 44,97,086. llic 
population was predoininanlly rural, llic 
sample sex ratio was987 as compared to 981 
foi ruml Tamil Nadu as per Census 1991 
and 1,041 aspcrHITIS 1992-93. The .sample 
birth and death rates are 21.0 and 9.6 
respectively as against 20.2 and 9.0 as pu 
SKS (three-year moving average, 1992-iM). 
The reported IMR at .S4.9 is distinctly lower 
than the SRS figure ot 61 fur rural Tamil 
Nadu in 1995. These discrepancies in absolute 
terms notwithstanding, the overall sample as 
well as those for each district arc adequate 
enough to permit fairly robust inter-district 
compan soils, and fora prima facie assessment 
of gender ditfcrcntials in IMR as well as the 
question ot presence and extent of female 
inlanticidc. 


TAULib Genuiji Spi-'cii-ic Infant Moriaij'iv KATb and CoMPUNtNrs anu Stx Kahos, I9VS 


Name of the Distnci 

Infant Mortality Rate 

Barly Neo-Natal 
Mortality Rale 
(0-6 Days) 

lailc Neo-Natal 
Mortality Kale 
(7-27 Davsl 

Post Neu Natal 
Mortality Kale 
(28 364 Daysl 

.Sex Ratio 

.Sex Kali) 
al Birth 

Male 

Female 

Male 

Female 

Male 

Female 

Mule 

Female 

Dharmapuri 

45-0 

100 1 

26 4 

76 0 

7.0 

11 7 

II 6 

12 4 

938 

903 

Madurai 

39.7 

70.0 

19 0 

43 4 

8.0 

12 6 

12 7 

14(1 

967 

922 

Salem 

43 7 

85.4 

25 0 

60 4 

7 2 

12 3 

II 5 

12 8 

93/ 

884 

Ramnad 

46 6 

42 4 

28 0 

22 0 

6 1 

80 

12.6 

124 

994 

913 

Dindigul 

43.1 

52.9 

23 8 

27 0 

7 5 

II 1 

II 8 

147 

971 

940 

Trichy 

38 4 

38.8 

20 0 

1/8 

6 1 

ft s 

12 3 

145 

984 

922 

Perambalur - Thiruvalluvar 

37 5 

.35 9 

167 

15 9 

67 

7 K 

14 1 

14 2 

970 

946 

Villupuram 

33 7 

34 6 

13 9 

14.6 

74 

8 3 

12 4 

II 8 

957 

942 

N A Ambedkar 

38.1 

45.0 

14 6 

197 

K.O 

9 3 

15 4 

16 0 

l(K)3 

/6I 

S A Vallalar 

34 2 

33 3 

184 

15.8 

54 

7 0 

10 4 

10 4 

964 

953 

Korur 

33.6 

33.2 

18 2 

16 I 

3 5 

4 7 

II 9 

124 

988 

949 

Tirunelveli 

43.3 

38.5 

17 1 

12.3 

6.8 

5 9 

19 4 

20 4 

1007 

967 

Thiruvannamalai 

31.7 

39.2 

14 3 

16.5 

6 1 

8 1 

1 1 .1 

14 6 

966 

943 

1’ M Thevar 

33 4 

27 2 

15 4 

11.5 

60 

5 ; 

12 1 

10 6 

996 

979 

Petiyar 

.37 7 

.38 9 

20 0 

18.3 

6 0 

79 

11 7 

127 

938 

916 

Pudukkottai 

35.4 

35.6 

17 2 

15.2 

() 6 

7 2 

II 6 

13 2 

995 

“35 

The Nilgins 

36.0 

37.5 

187 

20 5 

64 

6 7 

10.8 

10 2 

995 

954 

Chengai MGR 

28.4 

25.4 

14 1 

II 1 

47 

4 7 

9 6 

96 

976 

951 

Thanjavur 

31.3 

27.8 

17 6 

12.9 

1.7 

6 4 

9 0 

8 5 

995 

961 

Kamarajar 

43 5 

36.5 

17 9 

156 

5 f, 

5 8 

20 0 

15 0 

994 

945 

Chidambaranar 

42 4 

.34.6 

2i 2 

14 3 

6 4 

6 1 

14 8 

14.2 

1035 

980 

Nagai 

35.8 

32.4 

20 4 

17 6 

54 

5 2 

9,9 

96 

96/ 

929 

Coimbatore 

31 4 

29 0 

16 1 

12 9 

5 3 

5 2 

10 0 

10 9 

964 

912 

Kanyakumari 

14.7 

146 

6 5 

6.6 

2 1 

2 1 

6 1 

60 

1013 

990 

Tamil Nadu 

.36.9 

44 3 

18 5 

24 0 

6.2 

7 7 

12 1 

126 

974 

937 

Source: PHC Records I99.S. 
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Table 4 presents sample data on gender- 
specific infant monality rate and gender- 
differential in IMR for each district, llicrc 
are five districts with IMR exceeding 6S; 1.1 
districts have IMR between 4S and 6S, with 
the oveiall sample average at the midpoint 
of the interval. Six districts report what arc. 
by comparison, 'low' infant mortality rates, 
with that of Kanyukumari resembling the 
figures for Kerala. 

Among the five high IMR districts, the 
figures for Ramanathapuram are reported to 
be under review and arc regarded as 
unreliable. We leave them out of our 
discussion.* The four remaining high IMR 
districts are Dharmapuri, Salem, Dindigul 
and Madurai. In all thc.se cases, the Icmale 
IMR IS substantially larger than the male 
IMR. Table 5 presents the groupingofdistncts 
on the basis ol various ranges ol value of 
the gender-diflercntial in IMR expressed as 
female IMR minus male IMR. In the majority 
of districts (14 out of 24), male IMR exceeds 
female IMR. Among the 10 districts where 
female IMR exceeds male IMR. threedistncts 
- Dharmapuri. Salem and Madurai - show 
female IMR.s that are exceptionally high at 
130.8,9.S.6 and 100 .3 respectively. It is, ol 
course, also true that these three districts 
report the highest male IMRs (leaving out 
Ramanathapuram I or reasons already stated) 
ai 69.0, 67.3 and 69.2 respectively. But Ihe 
gender-differential in IMR is very large, 
being, in the same sequence, 61.8,28.3 and 
31.1 points. Clearly, something more than 
general backwardness in (einis of health .status 
is needed to explain the exceptionally high 
levels of lemale infant mortality lates in 
these thicc districts 

(ii) PHC Records 

The PHC records provide detailed data 
PHC-wisc on intaiu deaths broken into the 
followmgcoinponcnts' early neo-naial (inlant 
death occurring in the firsi six days of the 
infant's life), late neo-natal (infant death 
occurring seven to 27 days after birth) and 
po.st-natjl (infant death occurring alter the 
first 27 days but within 36.3 days). Gender- 
specilic values foi inlant mortality lale and 
Its components can be computed from Ihe 
data Table 6 presents the relevant data foi 
the districts ot Tamil Nadu. 

Certain key points emerge from an 
examination of the data in Table 6. While 
several districts such as Dharmapuri. Salem, 
Madurai and North Arcot Ambedkar exhibit 
a significant positive differential between 
female and male IMRs. the striking feature 
IS that then* is hardly any gender differential 
in post-natal inlant death lates in most of 
these districts. On the other hand, mortality 
rates are considerably higher lor lemale as 
opposed to male inlants in the entire neo¬ 
natal phase. The dilferencc is at its sharpest 
in the early neo natal pha.se where lemale 


infant deaths outnumber male infant deaths 
by more than a factor of two in these di stricts. 
As can be seen from Table 7, the ratios of 
early neo-natal female to male infant deaths 


in 199S were 2.60,2.13, 2.11 and 1.30 for 
Dharmapuri, Salem, Madurai and North 
Arcot Ambedkar districts respectively. 
Dindigul and Periyar districts, from where 


Table 7. Female Infant Deaths; Early Neo-natal, Late Neo-natal. Post-naial and 

Female Infantiltde 


District 


0-6 

Ratio of 

7-27 

Ratio of 

28-.365 

Ratio of Female FI Deaths as 



Days 

Female 

Days 

Female 

Days 

Female 

Infanti- 

Proportion 




to Male 


to Male 


to Male eide (FI) 

of Female 




Deaths 


Deaths 


Deaths 

Deaths 

Neo-natal 










Deaths 

Dharmapuri 

Female 

1805 

2.6 

277 

1.5 

294 

1.0 

1199 

.57.6 


Male 

694 


183 


306 


- 


Salem 

Female 

1710 

2.1 

348 

1.5 

.361 

1.0 

1033 

.50.2 


Male 

801 


230 


369 


- 


Madurai - 

Feiiiale 

973 

2 1 

283 

1 5 

314 

1.0 

571 

45 5 


Male 

461 


195 


309 


- 


North Arcot 

Female 

476 


224 


387 


177 


Ambedkar 

Male 

367 

1 3 

202 

1 1 

388 

1 0 


25 3 

Dindgul 

Female 

403 

l.l 

166 

1.4 

220 

1.2 

129 

22 7 


Male 

378 


119 


187 


- 


Peiiyar 

Female 

309 

0 8 

132 

1.2 

214 

1 0 

69 

15 6 


Male 

36« 


no 


216 


- 



Source PHC Records 1995 


Tabu. 8 Total Iniani Deaths, Female iNFANririDE Deaths and ‘Female Infanticide Rates', 

Sampu. Survey for 1995 


District 

Total Infant Deaths 
Male Female 

Female 

Infanticide 

Deaths 

Feniulc Infanticide Rate = 
F'eiiialc Infanticide ITeaths 
us Pei Cent of Female 
Infant Deaths 

Dharmapuri 

182 

308 

183 

59.4 

Madurai' 

149 

208 

112 

5.3 8 

Salem* 

146 

174 

58 

33.3 

Tirtivannamala' Sambuvarayar 

89 

99 

9 

9 1 

Dindigul' 

128 

1.35 

28 

20.7 

Villuppuraiii Runiasaiiiy 

118 

1.34 

1 

0.7 

North Arcot Ambedkar 

99 

III 

- 

- 

Perainhalur Thiruvalluvar 

108 

lit) 

1 

09 

South Arcot Vallalar 

129 

1.35 

1 

07 

Pudukkoitai 

114 

109 

- 

- 

Periyar 

101 

88 



C'oiinbatore 

74 

65 



Cliiduiiibaran.ir 

84 

80 


- 

Kuiiyakuiiiari 

t.3 

27 

- 

- 

Karui Dhceran Chinnamalai 

96 

91 

9 

9.9 

Nilgins 

45 

38 


- 

Thanjaviii'* 

94 

76 

- 

- 

Tiruchirapalli 

136 

120 

1 

0.8 

Kuiiiurajai 

III 

91 


- 

Chengai MGR' 

96 

81 

- 

- 

Nagai Quaid-e-Milleth'* 

102 

77 

- 

- 

Tirunelvc' Kaltabominan 

l.fo 

95 

- 

- 

Pasiimpon Muihrainalinga rhcvai 

86 

63 

- 

- 

Ramanathapuram 

135 

98 

- 

- 

3'aniil Nadu 

2585 

2613 

40.3 

15.4 


Notes I Now bifurcated into Madurai and Vaigai Veeran Alagumuthu distncis. 

2 Now bifurcated into Salem and Kajaji distncts. 
y Rcnanicd now as Mannar Thirumalai district 

4 A new district called A T Pannecrscivaiti district has now been created, comprising some 
blocks from Thanjavur and some from Nagapatiinam Quaid-e-Milleth 

5 Now bifurcated into Chengai MGR and Chengai Anna districts. 

Source: DPH Survey, 1996. 
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also a sizeable number of female infanticide 
deaths are reported, show a somewhat 
different pattern. In these two districts, female 
to male infant death ratios are at their highest 
levels in the late neo-natal phase. These 
differences apart, what emerges clearly is 
that districts with widespread and significant 
incidence of female infanticide are also 
districts where female infants face the largest 
proportional survival disadvantages in the 
neo-natal phase. The data also suggest that 
a large proportion of female infanticide deaths 
takes place in the early neo-natal phase. 

Ff.MAI.I iNl-ANIIClOb 

Evidence on female infanticide from both 
the sample survey and PUC records are 
discussed below: 

(i) Survey 

In the course ol the survey, information 
on infanticide was also collected. Table 8 
pic.scnts data on total infant deaths and deaths 
due 10 female infanticide. Wchavc calculated 
and reported 'the rate ot female infanticide’ 
expressed as iiereentage of all female infant 
deaths. 

The results are striking and disturbing. 
Ten districts report at least one instance of 
female intaniieidc even in our relatively small 
sample A census coverage would quite 
possibly reveal a wider geographical spread 
of this horrilying social practice as is in fact 
suggested by dala 1 rom pi i inary health centres 
that we di-scuss later on. Four distnets - 
comprising in all eight health unit districts 
(HllIJs) show very high incidence of female 
inlanticide. Ohannupuri. Madurai, Salemand 
Dindigul. In the iirsi two. more than half of 
all female ininiii deaths and over iwo-thirds 
of neo-natal deaths of female infants occur 
on account ol lenialc infanticide. In Salem, 
a third of leinalc infant deaths and nearly 
tw L filtlis ot female neo-natal deaths arc due 
to infanticide. In the case ot Dindigul, the 
proportions are over one-tilth and nearly 
three-tenths resiicctively. 

(ii) PHC Data 1995 

Data from PHC records provide strong 
confirmation of the survey finding that the 
practice of female infanticide is very 
widespread in Dharmapuri, Salem and 
Madurai districts. Besides these four 
‘intensive female infunticide’ dnstricts, four 
other districts. North Arcot Ambedkar, 
Penyar, Karur and Viilupuram Ramasamy, 
report a minimum of 10 female infanticide 
deaths. The dala are summarised in 'fable 9. 

The eight districts where 10 or more female 
infanticide deaths occur form a contiguous 
belt. More i mporian t, as t he map of i n fanticide 
bri ngs out clearly, there is acontiguous cluster 
of blocks where lemalc infanticide occurs. 
Further, one can see qn emerging pattern. 
While there isa hardcore’ female infanticide 


Table 9: Infamt Deaths and Infanticide as per PHC Records, Districts of Tamil Nadu, 199S 


District 

Male 

Infant Deaths 
Female 

Total 

Infant Deaths due to "Social Cau&c" 
Male Fenmlc Total 

Dharmapuri 

118.1 

2175 

1558 

57 

1199 

1256 

Madurai 

965 

1.570 

2515 

8 

.571 

579 

Salem 

Thiruvannamalai 

1400 

2419 

1819 

58 

1011 

1118 

Sambuvarayar 

594 

692 

1286 

0 

2 

2 

Dindigul 

684 

789 

1471 

1 

129 

112 

Viilupuram Ramasamy 

924 

895 

1819 

1 

11 

12 

North Arcut Ambedkar 

957 

1087 

2044 

1 

177 

178 

Perambalur-Thiruvalluvar .191 

174 

765 

2 

1 

1 

South Arcot Vallular 

62.1 

578 

1201 

0 

1 

1 

Pudukkottai 

458 

410 

888 

2 


5 

Periyar 

694 

655 

1149 

0 

69 

69 

Coimbatore 

647 

545 

1192 

0 

0 

0 

Chidambaranar 

491 

.191 

884 

0 

0 

0 

Kanyukuinan 

1.54 

152 

106 

0 

0 

0 

Karur 

240 

225 

465 

1 

11 

14 

Nilgiris 

171 

172 

145 

0 

0 

0 

Thonjavur 

511 

451 

984 

t) 

0 

0 

Tiruchirapalli 

588 

549 

1117 

1 

11 

12 

Kamarajar 

542 

429 

971 

1 

5 

6 

Chengai 

9Kt) 

8.14 

1814 

0 

1 

1 

Nagi Quaid-e-Milleth 

772 

651 

1421 

0 

0 

0 

Tiruncivcii Kaitaboiiiman 900 
Posuinpon 

775 

1675 

0 

0 

0 

Muthuramahnga Tlicvar tlO 

247 

557 

0 

0 

1) 

Rainanaihapuram 

.545 

452 

997 

0 

0 

0 

Tamil Nadu 1574() 

(excluding Madras district) 

17741 

11487 

162 

1226 

1188 


Source PHC Records 


Tabi I to Dlsikibution of BLoeK.s by Number of Fimai f Ini anikidi Di.atiis as per PHC Records 


District 

Total 
No of 
Blocks 

Total 

No of >200 
FI 

Block.s 

No ul Blocks with FI 
100 to 51)10 10 lo 

199 99 49 

Di'ulhs 

s to 

1-4 

Total No of 

No of Blocks Not 
FI Reporting 

1 H-aths any FI 
Death 

Dharmapuri 

18 

14 2 

4 

1 

4 

1 

2 

1 199 

4 

Madurai 

21 

19 


5 

8 

1 

5 

571 

2 

Salem 

15 

28 

1 

4 

8 

5 

5 

toil 

7 

Tiruvannainalai 










Sambuviuayar 

18 

2 





2 

2 

16 

Dmdigul 

14 

11 

- 


4 

> 

5 

129 

1 

Viilupuram 










Kamasaniy 

22 

5 




1 

4 

11 

17 

North Arcot 










Ambedkar 

20 

n 


1 

4 

2 

2 

177 

11 

Pcraiiihalur- 










Thiruvaluvar 

10 

1 


- 



1 

1 

9 

South Arcot 










Vallalur 

11 

1 


- 

- 


1 

1 

12 

Pudukkotiai 

11 

1 

- 


- 


1 

1 

12 

Periyar 

20 

4 



2 

1 

1 

69 

16 

Coimbatore 

21 

- 






0 

21 

Chidambaianar 

12 


- 





0 

12 

Kanyakumun 

9 

- 

- 



- 

- 

0 

9 

Karur 

8 

5 




- 

5 

It 

6 

Nilgiris 

4 

- 


- 




0 

4 

Than|avur 

15 



- 




0 

15 

riruchirapalh 

14 

1 




1 

2 

11 

17 

Kaniarajui 

II 

1 

- 

- 

- 

1 


5 

10 

Chengai 

27 

1 


- 

- 

- 

1 

1 

26 

Nagai Quaid-c- 










Millcih 

20 

- 

- 


- 

- 


0 

20 

Tiruncivch- 










Ka-lahoiniiian 

19 

- 



- 

- 


11 

19 

Pasuinpon 










Muihuramahngu 









Thevar 

II 

* 

- 


* 



0 

II 

Ramanathaiiuram 11 




- 


- 

0 

II 

Tamil Nadu 

186 

105 2 

5 

16 

10 

15 

17 

1726 

281 


Note’ The coinplctcly urban district of Madras has been excluded 
5(>«rce’PHC Records 1995. 
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University Enclave, Delhi - 110 007 


Applications are invited for the post of Professor in the ‘Development Planning Centre’ 
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Director 

L j 


WS-26 


Economic and Political Weekly April 26, 1997 






i^gtoit, cotnpriting the northern blocks of 
Salem district, the southern blocks of 
Dharmapuri district, a cluster of southern 
blocks of Dindigul district and of the western 
half of Madurai district, what should also 
cause patticular concern is the manner is 
which the phenomenon is spreading from the 
core area to a much wider neighbouring 
periphery and beyond. 

Table lOpresentsthedisiribution of blocks 
by the number of female infanticide deaths. 
The table brings out a clear and striking 
regional pattern. The southern and eastern 
coastal districts as well as the cauvery delta 
districts are by and large free of female 
i nfanticide. So are the districts ol Coimbatore 
and Nilgiris on the western border of the 
state adjoining Kerala. Leaving out 
metropolitan Chennai, this gives us a 
contiguous belt of panchayat unions running 
from the western half of Madurai district 
through Dindigul. Kamr, Periyai, Salem, 
and Dharmapuri to the western end of 
North Arcot Ambedkar district. Within 
this belt, the PHC data broadly confirm the 
picture that emerges from the 1996 sample 
survey. 

While the belt of ‘infanticide blocks' is 
contiguous, the quantum oi incidence of 
infanticide variescoiisKlcrahlyaionglhc belt. 
Out of 386 blocks in the state, 105 blocks 
report occurrence of female infanticide. Of 
these, roughly half (52 out of 105 blocks) 
report less than ten FI deaths. At the other 
end, just seven blocks report FI deaths 
exceeding 100 each, and together account 
for 1,092 FI deaths out of a total ol 3,218 
FI deaths in the entire state. Of these seven, 
one was in Salem (Idappadi) while the other 
six were all in Dharmapuri. Another 16 
bliKks, mostly from Salem (nine blocks) and 
Madurai (five blocks), each with intanticidc 
deaths exceeding .50 but below 100. account 
for 1,123 deaths. Thus 23 blocks account for 
practically 70pcrccnt of all femalcinfanticidc 
deaths in Tamil Nadu in 1995 as per PHC 
records. Less widespread but far from 
negligible incidence of female intanticidc is 
found in 30 blocks, with the number of FI 
deaths ranging between 10 and 49. These 
blocks are again concentrated i n the two core 
regions of Salem-Dharmapuri and Madurai- 
Dindigul, which between them account for 
24 blocks, but there is also a spread at this 
level to some of the blocks in the districts 
of North Arcot Ambedkar and Periyar. These 
blocks of Periyar and North Arcot districts 
are the ones adjoining the core infanticide 
zones of Salem and Dharmapuri. Together, 
these 30 blocks account for 481 FI deaths 
in 1995 which is a little over one-fourth of 
total FF deaths in the state in 1995. Finally, 
we have 52 blocks where the incidence of 
female infanticide is sporadic, but which 
clearly signal the gmve danger of a furthei 
and far wider spread of this heinous social 


p^ice. Several non-core districts enter the 
picture here; Chengai, Kamarajar, Karar, 
South Arcot Vallalar, VillupummRamasamy, 
Pudukkotlai, Tiruchirappalli and 
Thinivannamalai Sambuvarayar. Karur, more 
or less at the midpoint of the FI belt, is 
especially vulnerable. Seven of its 13 blocks 
report female infanticide. 

Survey and PHC Data: Some Remarks 

The data Imm the primary survey of 1995 
and those from the PHC records for the same 
year broadly corroborate each other, hut 
there are some puzzling dilYercnces. llu; 
estimates of the rate of female infanticide, 
defined as tlic percentage of female infanticide 
deaths to total female infant deaths, as 
obtained from the survey and from PHC 
records are bniught together in Table 10. 
Four districts figuie unambiguously in both 
the survey and the PHC records as major F-l 
distncis; Dharmapun, Salem. Madurai and 
Dindigul. The district of Karur also emerges 
from both sources as an area of .significant 
incidence of lY. But rather surprisingly, in 
(he two districts of North Arcot Ambedkar 
and F’criyar. ihe sample survey did not find 
a single in.stancc ot FI. while PHC records 
show 177 and 69 F-l deaths respectively in 
these two distnets. In the case of Periyar, 
only two blocks - Ammapet and Bhavani 
- report a significani number of FI deaths 
as per PHC records, it is thus possible that 
the .sample survey may have mis.scd out FI 
cases in Periyar But since the phenomenon 
IS much mure widespread in North Arcot 
Ambedkar, with nine out of 20 blocks 
reporting FI as per PHC records, it is difficult 
to understand how no ca.se of FI came into 
the .sample ol ihc survey. 


In 1986 when the practice of female ' 
infanticide in Madurai districtofTamil Nadu 
fi rsi recei ved major media attention, the focus 
was on the caste group known as ‘piramalai 
kaliars'. It was generally Iteld at that time 
that (he practice of female infanticide was 
for all practical purposes confined to the 
piramalai kaliars. Later, in 1992, when female 
intanticidc was found to he widespread in 
Salcindistrict.thc 'gounder' community was 
considered to be the oik’ practising it, and 
it was believed by many (hat the practice did 
not exist among other castes. Our survey 
results - and the study ot 3,000 respondent 
households where female infanticide had 
occurred in 1994 or 1995-show a somewhat 
different and alanning picture. 

While the survey data has not yet been 
completely analysed, it is abundantly clear 
that (he practice of female infiuiticide is not 
amfincdeitherto piramalai kallarsin Madurai 
district or togounders in Salem. It has spread 
to many castes. Data from one district alope 
- Dindigul (now 'Mannai Tliirumalai’) - 
show occurrence of female infanticide in 35 
(self-ascnbcd) caste groups. Further, (he 
practice seems to be widespread among the 
poorer and socially disadvantaged 
communities including the vars, v.-inniars and 
scheduled castes. For in.stancc, of 124 cases 
of Icmalc pifanticidc in Dindigul health unit 
district, us many as 82 or slightly over two- 
thirds. were accounted fur by the piramalai 
kallur, other kallar, the var, paruyarand pallar 
households. .Scheduled caste liou.scholds 
belonging to the pallar and parayar groups 
accounted tor 46 of these deaths or around 
three-eighths ol all female inliuiticide deaths 


Tsui.r 11 A CoMi-AKisoN or ‘Femaij: Ini antichii Raics’ OPH Simvr.v 19% and 
PHC Rl'crwijs. I99.S 


No of Female Intanticidc i>c.ilhs 

Female Infanlicide Rate =-- x 1(8) 

No of Female Infant lA;alhs 


Distnet 

DPH .Survey I99r> 

PIK‘ Data 1995 

Dharmapuri 

59 42 

50.48 

Madurai 

S.t 85 

56 57 

Salem 

TI..53 

42.70 

Tiruvonnamalai Sambuvarayar 

8 57 

0 14 

Dindigul 

20 74 

16.35 

Villuppurain Ram isamy 

0 75 

• 1 23 

North Arcol Ambedkar 

0.(8) 

16 28 

Periyar 

0 0 

1053 

Karur 

9 89 

5 79 

Tiruchirappalli 

0 85 

2.00 


TABur 12 DcsTRiBirnoN c<f Fi-male iNfANorioL Deaths by PAnn-v, .Scii-xT Heai.th Unit 

Dm mm. 1995 

Health Unit Di.sirict Number of Female Infanticide Deaths by Female Pantv _ 



1 

11 

III and Higher 

Total 

Dharmapuri 

27 

326 

695 

1048 

Madurai 

1 

II 

44 

56 

Periyakulain 

22 

232 

253 

507 


Economic and Political Weekly April 26, 1997 


WS-27 




in Dindigul health unit disuict. Similarly, in 
Salem ai\d Dharmapuri districts, vanniar and 
scheduled caste households are also practising 
female infanticide. Data from Salem health 
unit district's records for 1994 and I99S 
show that vanniar households account for 
nearly half of all FI deaths. The other castes 
accounting for a sizeable number and 
proportion of FI deaths include various SC 
groups and gounders. The SC groups and 
the gounders account for around 10 per cent 
each of all FI deaths: It would not be incorrect 
to conclude that while the piramalai kallars 
and gounders in their respective areas of 
numerical and social dominance may have 
initiated the practice of female infanticide, 
it now appears to cut across castes. 
Nevertheless, it is al.so very likely the case 
that the practice of female infanticide by the 
dominant pcasant/landlord caste of the local 
community served to legitimise and provide 
social sanction tothcpractice.andcontribute 
substantially to its spread among all castes. 
The value system of the dominant peasant/ 
landlord caste of the region, and the norms 
of ritual expcndituie patterns established by 
them also rai.se. through pressures for 
emulation, the perceived cost of bringing up 
female infants for poorer members of the 
dominant caste in particular, and forall castes 
in general. 

A question that arises with regard to female 
infanticide is whether birth order inlluences 
the chance of survival of the female infant. 
.Some indicative evidence fmm the survey 
of respondents from hou.seholds where female 
infanticide had oecurred in 1095 is pre.senied 
in Table 12. Ideally, one would want to look 
at the ratio of female infanticide deaths to 
female births for each parity. The data 
available with us has not yet been fully 
analysed in this regard. However, given that 
the numherofbirths would typically decrea.se 
with birth order, some general inlerences 
seem to follow reasonably from the data in 
Table 10 which pertain to three health unit 
districts for which the data has been analysed. 
The first female infant is, in a majority of 
cases, not a victim of female infanticide even 
in these high FI HUDs, although there are 
instances when it is. The second female 
infant has a much greaterchance of escaping 
infanticide in Madurai HUD than she does 
in Periyakulam and Dharmapurai HUDs. 
While the third female infant is at much 
greater risk than the first in all three HUDs, 
both the second and third seem to be equally 
at risk in Periyakulam. In Madurai and 
Dharmapuri, on the other hand, the third 
female infant runs a much higher risk of 
being a victim of infanticide than the second. 
Given that the population sizes ofthesc HUDs 
are not widely different, one may not be 
wrong in inferring that female infants face 
the highest risk ot death in Dharmapuri HUD, 
closely followed by Periyakulam HUD, 


< CoNCLUDiNO Remarks 

I 

We have so far confined ourselves to 
presenting a detailed statistical picture of the 
incidence of female infanticide in Tamil 
Nadu, relying primarily on the PHC records 
for 1995. a statewide sample survey carried 
out by the directorate of public health in 
1996Januaiy-March, and field investigations. 
These data confirm the widespread of the 
horrifying phenomenon of FI, and point to 
a clearly recognisable core region, and a belt 
running .south to north along the western half 
of the state: four districts at the core, three 
more as part of the belt, and most disturbing, 
an expanding periphery of nine districts. 
While our exposition thus far has clearly 
established these points of fact, a com¬ 
prehensive analysis of the phenomenon is 
beyond the limited objective of this paper. 

Notes 

1 While Kerala had an incredibly low IMR of 
16. Punjab and Mohurashlm with IMRs of 54 
and 5.5 respectively did marginally belter than 
Tamil Nadu, according to SRS provisional 
estimates of 1005 

2 Tlie .Stale Action Plan tor tlic Child in Tamil 
Nadu in 1004 listed elimination of female 
infanticide explicitly a.s a policy objective 

3 The Pile data appear, m general, to under¬ 
estimate IMR. Thus, at the stale level, for 1995 
SRS gives a rural IMR of 61 (provisional), the 


195)6 sample survey yidds 54.9 ami the PHC 
data a figure of 40.5.' However, the under¬ 
estimation appears to be hiirly consistent across 
districts. Tte survey-based IMR figures are 
si^ificondy hightu' than PHC-bosed figures 
for all districts. 

4 One point may be noted here. Even though the 
survey reports a high IMR of 78.2. the reported 
male IMR at 87.0 is significantly higher 
than the female IMR at 68.6. Clearly, 
Romanaihapuram isiiot a district where female 
infanticide is being practised. 
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Unmet Need for Family Planning in Gujarat 

A Qualitative Exploration 

Lcela VIsaria 

Ove/ the last decade there has been a growinft interest in estimating women ’s unmet need for contraceptive 
services. This paper briefly reviews the National Family Health Survey estimates of unmet need to describe a 
macro perspective for discussing the findings based on focus group discussions with women in two districts of 
Gujarat. It draws attention to the issues and considerations which go into the calculations of women with respect 
to unmet need which are rarely captured in large-scale surveys. 


I 

Introduction 

WOMEN who would prefer to avoid 
becoming pregnant but do not use any method 
of contraception are considered to have an 
‘unmet need' for family planning. In the last 
two decades the concept of ‘unmet’ has 
become broad-based to include women with 
an existing or potential need for 
contraception women who are unmarried 
but sexually active, users of ineffective or 
unsuitable methods of contraception, as well 
as those who require safe abortion .services 
[Dixon-Muellcr and Germain l992;Sinding, 
Ross and Rosenficid 1994; Westoff and 
Bankole 1995], An estimate of the magnitude 
of the unmet need category which is all- 
encompassing is expected to help the 
programme managers todevclop appropriate 
and targeted strategies to meet the 
contraceptive needs of the couples. An 
understanding of the rea.sons why women 
have unmet need is expected to help the 
service providers at the grass-roots level to 
respond to the concerns of women in a 
meaningful way. 

The world fertility surveys, the various 
contraceptive prevalence surveys and the 
demographic and health surveys conducted 
during the last two decades in many regions 
of the world have helped to refine the concept 
as well as the data instruments. The questions 
used to elicit information on unmet need in 
the family planning surveys have become 
quite focused to enable researchers toe.stimate 
the proportion of couples withdifferent types 
of unmet need, including the need for limiting 
or spacing children. Large-scalequantiiative 
surveys do help us to understand the 
characteristics of the women with unmet 
neetf when die data are analysed by the 
background characteristics of the 
respondents. 

However, the large quantitative surveys 
cannot easily explore in depth the reasons 
why women have an unmet need do not 
always use contraception. When questions 
on die reasons for not using contraception 
have been asked to women, the responses 


have often been vague, or women have been 
reluctant lo respond [Robey, ct al I996|. 
Therefore, a need has been Icit for qualitative 
in-depth studies which locus on not only on 
the immediate factors leading to unmet need 
but on the larger context of woman's world 
which includes her position in the family, 
her decision-making power, the extent of 
son preference, and her ability lo negotiate 
with her p,irtnci tor some say on matters 
related to her sexuality, and bearing of 
children. 

In India, the National Family and Health 
Survey (NFHS) conducted during 1992-93 
and which bcnetlied from the worldwide 
experience, has provided national and slate 
level estimates of unmet need for family 
planning for limiting and spacing the 
children.' The NFHS has also provided 
e.stimatcs of unmet need among subgroups 
of the population according to age. level of 
education, castc/religion. rural-urban 
residence, and number of living children in 
order to ascertain the demand for family 
planning more accurately.This paper brielly 
reviews the NFHS estimates of unmet need 
in India and in the major states to provide 
a macro perspective. Its major emphasis, 
however, is on the findings based on focus 
group discussions conducted with women, 
in two districts of Gujarat (Bharuch and 
Panchmahals) to draw attention to the issues 
and considerations whichgointothe calculus 
of-women with respect to unmet need which 
are rarely captured in large-scale surveys. 
The programmatic i mplications arc di scus.scd 
in the last section. 

II 

Macro Perspective on Unmet Need 

The NFH.S provides estimates of unmet 
need for spacing and for limiting children 
for the major states of India and within each 
Slate, according lo a few characteristics ol 
women [NFHS 1992-93]. Tables 1 and 2 
present these estimates. Overall, the survey 
estimated that in India. 19.5 per cent of 
currently married women in the ages 15-49 
(or about 30 inillion women out of about 155 


million married women in reproductive ages) 
had an unmet nerd lor lamily planning. I'he 
magnitude of unmet need varied between 
stales. The states with relatively high 
contracepti ve prevalence rate had lower level 
of unmet need and vice versa. Uttar Pradesh 
with nearly eight million women with 
unmet need, accounting for more than a 
quarter ot Indian women with unmet need 
(together tor spacing and lor limiOng 
births) for tamily planning (Radha Devi 
at al 1995]. Besides Uttar Pradesh, the 
other major stales with unmet need higher 
than the all India level were the north 
Indian states of Rajasthan. Madhya 
Pradesh and Bihar and Orissa on i|ieea.stem 
coast. The contraceptive prevalence rate in 
these siafes was also lower than 40.6 per cent 
estimated for the country as a whole in the 
NFHS survey. 

The lowest level of unmet need was 
estimated toi the southern states of Andhra 
Pradesh and Kerala where only 10 to 12 per 
cent ol the women had a total unmet need 
lor lamily planning. The unmet need was 
also below the all India average in the other 
.soul hem states olTamil Nadu and Karnataka, 
in the wcstcin stales of Gujarat and 
Maharashtra, and in Ihinjah and West Bengal. 
These were also the states with higher than 
the national average contraceptive prevalence 
rales. 

The estimated level and the ty|H': of unmet 
need varied according to the age of women 
as is evident in Table 2. The unmc' need for 
limiting a childbirth incrca.sed steadily with 
age until arc 30-34 and decreased thereafter. 
On the other hand, the unmet need for spacing 
children was higher among younger women 
and decreased as women achieved thedesired 
number of children. Nearly three out of 10 
women aged 15-19 and a little over one in 
live women aged 20-24 had unmet need for 
spacing their births according to the NFHS 
findings. 

Further, rural women, illiterate women 
and those belonging to scheduled castes 
tended to have a .somewhat higher level of 
unmet need and a lower contraceptive 
prevalence rate. Although the differences 
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were statistically significant, in proportionate 
terms the differences between rural-urban or 
scheduled castcs/scheduled tribe categories 
were not very large. On the other hand, the 
inter-religious differences were sizeable; 
; compared to 19 per cent of Hindu women 
with unmet need, 26 per cent of Muslim 
' women reported an unmet need. It suggests 
that if the needs of the subgroups are 
understood well and appropriate pnrgrammes 
are designed, the unmet need for family 
planning would decline. 

The relationship between unmet need and 
the number of living children was along the 
expected lines. Nearly a quarter of women 
with one child had a need for spacing 
methods. As the number of children 
increased, the need for spacing the births 
declined and increased for limiting the total 
births. 


Ill 

Micro Perspective 

In a quasi-longitudinal survey covering 
the same population undertaken at two time 
points - 1989 and 1995 - in two districts 
in Gujarat state in India, an effort was made 
to go beyond estimating the quantum of 
unmet need for contraception. The study 
explored the reasons underlying the gap 
between intentions to limit fertility and action, 
as well as to understand when and how the 
intentions to limit family size are translated 
into reality [Visaria 1996]. Qualitative data 
on factors inhibiting women’s desire to 
convert their unmet need into reality were 
also collected through focus group 
discussions and in-depth interviews of 
selected respondents from the same villages. 
The focus groups were conducted during the 
early part of 1995 after the re-interviews of 
the respondent women were completed. The 
discussions were tape-recorded with the 
consent of the participants and the complete 
transcripts were written first in Gujarati and 
then translated into English. 

In all, 11 focus group discussions were 
organi.sed in the twodistricts (five in Bharuch 
andsix inPanchmahal districts). Thenumber 
of participants in a focus group ranged 
between eight and 15 women. The 
participants werccarefully .selected and about 
18 to 20 women were invited for each 
discussion. Unwillingness to participate, 
inconvenience of time, non-availability at 
the time of di.scussion, etc, were anticipated 
as factors likely to lead to some non- 
attendance at the appointed hour. Therefore, 
more women were invited than the number 
considered ideal for managing the discussion. 
Efforts were made to make each group as 
homogeneous as possible in terms of caste, 
level of literacy and acceptance of 
sterilisation. Table 3 shows the composition 
of the groups. 


Txau t: Cta«KNn.Y-MAiuuaD Womw wth u4azr Ndho rOnPAMB-v Punninq ANoCumitn.'r 
UsiNO CoNTXACGniON iH Mamn Staics of Imma, 1992-93 

(Percent} 

State Unmet Need for Contmceotion Contraceptive 

To Space To Limit Total Pievaleiice Rate 


Andhro Pradesh 

6.3 

4.1 

10.4 

47.0 

Assam 

II.O 

10.7 

21.7 

42.8 

Bihar 

14.4 

10.6 

25.1 

23.1 

Gujarat 

7.6 

5.5 

13.1 

49.3 

Haryana 

8.8 

7.6 

16.4 

49.7 

Karnataka 

11.8 

6.4 

18.2 

49.1 

Kerala 

7.2 

4.5 

11.7 

63 3 

Madhya Pradesh 

13.1 

7.4 

20.5 

36.5 

Maharashtra 

7.3 

6.8 

14.1 

53.7 

Orissa 





Punjab 

6.5 

6.5 

13.0 

58.7 

Rajasthan 

10.8 

9.0 

19.8 

31.8 

Tamil Nadu 

7,8 

6.7 

14.6 

49.8 

Uttar Pradesh 

16,7 

13.4 

30.1 

19.8 

West Bengal 

94 

8.0 

17.4 

57.4 

India 

11.0 

8.5 

19.5 

40.6 


Note: Unmet need for spacing includes pregnant women whose pregnancy was mistimed, 
amenorrhoeic women whose last birth was mistimed, and women who were neither 
pregnant nor amenorrhoeic and who were not using any method of family planning and 
said that they wanted to wail two or more years for their next birth Also included in unmet 
need for spacing are women who were unsure whether they wanted another child or who 
wanted another child but were unsure when to have the birth. Unmet need for limiting 
refers to pregnant women whose pregnancy was unwanted, amenorrhoeic women whose^ 
last child was unwanted and women who were not using any method of family planning' 
and who wanted no more children. 

Source: NFHS, 1992-93, p 190. 


Table 2: Currently Married Women wnu Unmet Need and Currently Usinu Contraception by 
Selected Backrround Charaiteristics. India, 1992-93 

(Percent} 


Background 

variables 

Unmet Need for Contraccnlion 

To Space To Limit Total 

Contraceptive 
Prevalence Rate 

Age 15-19 

28.2 

2.3 

.30.5 

7.1 

20-24 

22.8 

5.1 

27,9 

21.0 

25-29 

11.2 

10.5 

21.6 

42.4 

30-34 

4.4 

13.2 

17.6 

55.9 

3.5-39 

1.5 

12.0 

13.5 

61.0 

40-44 

0.7 

9.0 

9.7 

56.3 

45-49 

Residence 

0.2 

4.1 

4.3 

45.8 

Urban 

8.6 

8.4 

17.1 

51.0 

Rural 

Education 

11.9 

8.5 

20.3 

36.9 

11 literate 

11.0 

9.3 

20.3 

33 9 

< Middle school 

10.8 

7.2 

18.0 

50.4 

Middle school 

12,7 

6.5 

19.3 

5C.8 

High schooi-f 

Religion 

10.5 

7.3 

17.8 

.54.7 

Hindu 

10,9 

8.0 

18.9 

41.6 

Muslim 

12.9 

12.9 

25.8 

27.8 

Christian 

Caste/Tribe 

8.6 

6.7 

15.3 

48.4 

Scheduled caste 

12.3 

9.5 

21.8 

34.5 

Scheduled tribe 

11.2 

7.2 

19.4 

33.0 

Other 

No of Livin. Children 

10.8 

8.4 

19.2 

42.4 

None 

16.0 

1.6 

17.6 

4.2 

One 

24.6 

2.5 

27.0 

19.3 

Two 

12.6 

7.7 

20.3 

46.1 

Three 

6.7 

8.4 

15.1 

58.9 

Four 

4.0 

11.5 

15.5 

58.8 

Five 

2.6 

15.8 

18.4 

53.2 

Six-F 

2.2 

22.3 

24.5 

40.2 

Total 

11.0 

8.5 

19.5 

40.6 

Source: UPS, NFHS. 1992-93, 

pp 187-90. 
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Among the issues which emerged during 
the group discussions which are relevant for 
our undmtanding of the unmet need are 
broadly the following: 

(a) women’s desired fertility and their 
rationaie for wanting the specific number of 
children; 

(b) sex preference of wanted children; 

(c) apprehensions about the use of 
contraceptive methods for limiting and for 
spacing children; and 

(d) husband-wife communication on issues 
related to desired fertility, use of 
contraception, etc.^ 

Each of these issues raised during the 
diseussions has certain policy and 
programmatic implications. But first, we 
present in women’s own words evidence of 
their limited fieedom to take decisions on 
their reproductivity, and when and whether 
to have children, llie possible interventions 
required to address the concerns voiced by 
our respondents are discussed towards the 
end. 

(a) Desired Fertility 

Women in all the focus group discussions 
were asked about the number of children that 
they would like to have regardless of the 
number thai they already have. A majority 
of the women reported that they would like 
to have two or three children only and that 
most women would prefer to have only two 
children, although almost all of them had 
three or four or even mure children. The 
younger women clearly preferred only two 
children, if one of them was a son. However, 
the women reported that if the husband 
wanted more children, they had no choice. 
In a few focus groups, an occasional 
participant said that whatever god gave would 
be acceptable. However, the issues of the 
total number of children was inexplicably 
linked to the sex composition of the living 
children as discussed below. 

Women in all the focus groups were able 
to articulate why they desired two or three 
children. Their responses were related to the 
oft-discussed macro issues, felt by them at 
the micro level, such as the decline in per 
capiu land availability and its productivity, 
inflation or price rise, and the poor quality 
of life they can offer to theirchildren in terms 
of education, clothing, and food, with their 
low wages or incomes. The personal 
frastrations were also expressed when some 
women reported that when the husband 
cannot earn much or is no good, there is no 
point in having many children.' Some of 
their responses are quoted below verbatim, 
with as close a translation as possible from 
Gujarati into English. 

Children need to be clothed, fed, educated. 

Prom where does one get the money to 

satisfy all theseneeds71'lie fewer the children 


one has. the more one can give to each one. 
Jobs are not easy to come by. Only the well 
connected ones manage to get orniid salaried 
jobs. If our children have to depend on 
manual labour, what is the use? It is better 
to have two children. 

We have to take care of them, which we 
cannot when there are too many children. 
They have to be educated, fed. married. 
When they fall ill, we have to take them to 
the doctor. It ail costs money. Where does 
one gel money from? 

The daily wage rale in our area is only 12 
rupees (about 40 cents during the year of 
interview and even less now. because of the 
depreciation of the rupee). How can one 
afford and feed four or five children with 
such little money? In ihesctimes of inflation, 
how can wc fe^ and clothe many children 
with just 12 rupees? 

When there is a question of sheer survival 
and food, one has to think and talk in terms 
of a limited number of children only. Those 
who arc well otf and have enough re.s<>urccs 
can support even two more children. It won' t 
matter to them. 

When we have two children, it is easy. We 
can give both tlic children half a *roti' (flat 
Indian bread made from wheat, millet, or 
corn) each: when there arc four children, 
what can we give each child? A quarter! 
That IS the share each child will get! 
Sister, somctime.s the husband is no giKid 
In such a situation, what dues one gain in 
having mote children? There would be a 
problem of feeding the large family. Alsu, 
our health suffers if we keep on producing 
babies. 

When a probing question was asked 
whether having more children would 
eventually not bring more income in the 
house, they appeared much more concerned 
about the pre.sent outflows of income as 
opposed to an unknown future inflow. In 
their words; 

Maybe, when the children star! earning, 
after they grow up and support us. but before 
they reach that age, does not one have to 
raise them, feed them? It is only when they 
grow up and become adults that they start 
earning When they ore small or young, one 
has to face difficulties in feeding them, in 
clothing them, and also in educating them, 
if there are one or two children, one can 
educate them. 

How can they bring money before reaching 
the age to earn? Until then, we have to raise 
them and sec that they grow up. Where arc 
the possibilities of their earning in these 
times? When they grow up. we will have 
to first give them a house and some land also 

(b) Son PRErbRE.vcE 

There is sufficient evidence that son 
piefeience in India is quitestrong. According 
to the NFHS data, the ideal family for the 
respondent women consisted of SO per cent 
more sons than daughters. Also, women 


were more likely to practice family plannin|| 
if they had two .sons than if they had twq 
daughters [Mutharayappa cl al 1997]. 

In the focus group di.scussions, mos^ 
women desired two sons and one daughto; 
(or at least one son). However, we tried tc^ 
understand whether the response reflected 
their own preference or whether it was the 
prclerence ol the other members of their 
family. We also tried to understand the 
rationale for such a distinction between boys 
and girls. The participants were aware of 
their vulnerability (they would be thrown 
out of the hou.se or threatened by the husband 
that he would bnng another wife) if they 
failed to produce a son. On theirown, women< 
would not like to wait to produce a malei 
child after having a few daughters. They also 
felt that daughters are generally more, 
dependable and can be counted upon for help 
at the lime of illness or other emergency. 
They, however, knew that since daughters 
’belong' to the households of their iq-laws, 
they cannot come and live with their own! 
parents for an extended period once they arej 
married. While some cxprc.sscd a fear that] 
the sons may not support them in old age.| 
others were categorical in asserting that thej 
son.s had no choice but to supfmrt the parents,! 
just as they had been supporting their in-laws 
even yben not living together in the same 
hou.scitold or cooking food in the same 
kitchen. 

One must have at least one son. Two may| 
be belter Until we have one son. we keepj 
wailing (i c, keep having children). In thu 
process, sometimes three or four daughters] 


Table t Comwjsition of Fixus Gkoups and 
Number of Parthtpants. Two Districts of 
C iUJARAT, 1995 


Focus group/ Cloniposiiion 

Number of 

District 


Participants 

Bharuch 


1 

Acceptors of sterilisation 

13 

2 

Unmet need group 

8 


Mixed group 

13 

4 

Unmet need group 

11 

,S 

Acceptors of sterilisation 

13 

FanchmahaK 


6 

Acceptors of sierilisanon 

9 

7 

Unmet need group 

11 

H 

Mixed group 

9 

9 

Acceptors of sterilisation 

7 

10 

Unmet need group 

8 

II 

Mixed group 

9 


Notes: Focus group discussions were conducusd! 
in eight villages. In three villages w« 
had conducted two focus grou^ 
discussions each. 

The mixed groups were of women who 
were non-users of any method of family 
planning and included those who wonted 
to have children as well as those who did 
not want to have children hut were not 
using any contraceptive methods. 



may be born. The older members of the 
family ond the husband also keep wishing 
for a son. 

We prefer mure sons because sons help us 
in our work; they would help us in the 
agricultural work. When we grow old, the 
sons would take care of us or support us. 
We prefer to have two sons because if one 
of them is bad or is not willing to take care 
of us, we can count on the second one for 
food. 

A son is needed because he alone can take 
care of parents later on. A son would feed 
you in your old age. 

Without producing a son. we cannot stay 
here. We would be driven nut. If we do not 
produce a son, our husbands would start 
looking for another wife. 

My mother's brother did not have a .son at 
all. God did not give him one and they had 
to bear the people’s scorn all the time until 
they lived. 

Daughters are good to have. Bui we have 
to have sons. One may have four or five 
daughters but without a son a woman is 
labelled as childless. 

If there were no suns, one would have to 
depend on the son-in-law. Who would want 
a son-in-law live with you? If we have a sun. 
we would not keep or depend on a son-in- 
law. 

Once a daughter gets married, she would go 
away to her in-laws’ house and so we need 
a son. One may depend upon a daughter, hm 
still one cannot go and live with her. One 
may live with her for a month or so but not 
longer. Also, the daughters cannot come 
away from their in-laws’ house and lake care 
of us in our old age. They would come for 
a few yads, may be even for a month, but 
ultimately they have to return to their 
husbands’ house. 

Who can keep daughters with themselves ' 
Once they grow up, they run away (i e. they 
leave the home to go to their husbands' 
house). Girls have to be married away. So 
we also want to have sons If there are two 
suns, we can hope to rest in our old age. 
1 have one daughter but she will gel married 
and go away. She belongs to another house. 
In the hope of having a son, I might end up 
with several daughters. It depends on the 
will of God. Whatever he wishes, he gives 
us. If he dues not want to bestow a son on 
me, he will not. Even then, it is better nut 
to have more than three children 
1 will accept sterilisation. It will not really 
matter. We will not wait fur a sun until wc 
havefivedaughters. Iwillaccepistcrilisation 
after one or two daughters itself. 

(c) Use of Contraception 

(i) For Limiting the Family Size: In all the 
focus groups there was near unanimity that 
female sterilisation is the best available and 
ideally suited method of contraception lor 
women. As some women put it “sterilisation 
is the best invention that has taken place in 
the .present time. We are lucky that it has 
been invented in our 'imes and is available 


to us. Our mothers kept beating children in 
the absence of sterilisation”. Allmost ail the 
women, who had not undergone sterilisation, 
indicated that they would do so indue course, 
even if it involved some discomfort or side 
effects. 

However, women reported that those who 
had not given birth to one or more sons or 
had only daughters could not possibly resort 
to sterilisation. It was difficult to discern 
whether while voicing such a view, women 
reflected their own feelings or whether they 
were influenced by the opinion of the other 
membersof the family. Wetriedtoencourage 
women to speak for themselves. Their 
responses were mixed; some said that a 
woman cannot wait for a son indefinitely; 
others were far more cautious and would not 


think of accepting a drastic method such as 
sterilisation. Some of their responses were: 

We can decide to accept sterilisation when 
we have only sons but not when we have 
only daughters. 

If we get daughters first, we do not consider 
the operation (female sterilisation) at all. 
We wait for the son to be born before we 
consider the operation. In a situation like 
that, we do end up with more children than 
what we want. But what can one do? Such 
things do happen in our lives. 

We would never go in for sterilisation after 
having one son only. No one from here 
would do that. We would be too scared. If 
something happens to that one child, what 
would we do? Supposing something does go 
wrong! 
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In the hope of having a son. one may end 
up with many children. Look at this woman. 
She has six daughters. She kept hoping that 
some day God will give her a son and she 
has ended up with six daughters. 

After only two daughters, wc would never 
get ourselves operated. We would wait and 
if three or four girls arc born, perhaps one 
may decide to opt forsterilisation. Wecannol 
keep having children, because it means wc 
cannot work on the farms. 

(ii) For Spacing Births: The participants in 
the focus groups were asked about their 
views on when they would like to have their 
first child or how long after marriage would 
they like to wait before having children. A 
majority of the women indicated that they 
would like to wait for one or two years: in 
reality, practically no one used or could use 
any contraceptives to postpone having the 
first child. Immediately after marriage, 
women had virtually no say in the matter 
of postponing having achild; on the contrary, 
there was quite a lot of pressure on them to 
produce a child within a reasonable time 
after marriage. At the same time, becoming 
pregnant within two or three months after 
marriage was also scorned by the elderly 
because it was indicative of a woman's over- 
sexuality. 

A majonty of the women had some idea 
about the various contraceptives available 
with the health workers and also had some 
understandingofthetiaditional ways to avoid 
becoming pregnant. However, the fear about 
the ill effects of spacing methods of 
contraception, on health and on the ability 
to bear children later on when desired, loomed 
large in the minds of women. Such a fear 
appears to act as a deterrent and inhibits the 
women and their spouses from using 
reversible methods of contraception to avoid 
pregnancy after marriage or for spacing the 
children. The discassion in must groups on 
these issues was very lively and we quote 
some of the responses. 

May be. wc would like to have the first child 
after one or two years of marriage, or perhaps 
after one-and-a-half years. However, in our 
area, if a woman does not give birth to a 
child in about one year, she can even be 
beaten or insulted and humilated. Even the 
husband starts asking or wondering why the 
woman has not become pregnant. 

In our areas, if any woman has her child late, 
the other women in the village start saying 
that she is not able to produce children. She 
will not produce any children. We have to 
listen to such taunts. 

If we do not have a child one year after 
marriage, the in-laws would start saying that 
this woman is not likely to increase our 
welfare; so let us think of getting another 
wifeforthe son. In the villages ho-e, bringing 
another wife if the first one has not produced 
a child is not uncommon. Therefore, even 


if the woman does not desire a child, she 
has to produce one. 

A maionty of us would not like to have a 
child immediately after marriage, but often 
our husbands want otherwise; so we have 
to oblige. Noi all men arc that co-operative. 
Even when we try to keep our men away 
for five days, they become intolerant and 
ask us whether we have gone elsewhere. 
One simply has to give in without uttering 
a word. Most men would not let us decide 
these things (when and whether to have 
more children). 

Personally, I would not like to have a child 
immediately after marriage. I would prefer 
to become picgnanl only after a year or so. 
If one has a chi Id early, it restricts the freedom 
to move aiound. 

I would have liked to have the first child 
only alter live years so that dtere is peace 
for a while One can move around freely 
without any rc.sponMbilities. Once a child 
is bom. the work-load and the responsibilities 
increase 

Earlier the children were not born .so quickly 
after maniagc. Although wc do not wish to 
have a child so quickly, that is the way it 
happens now. Nowadays, little time elapses 
after marriage and the girl becomes pregnant! 
If a woman does not conceive immediately 
after marriage, people start talking that she 
is a childless woman. If a child is born early, 
people scorn No matter what wc do. wc 
have a problem. 

Earlier then- was a respect for the mother 
and the fathcr-in-law and the young people 
exercised a certain amount of restraint. 
Nowadays, within a year tlicic is a child on 
its way! 

After marriage, the way to reduce thechanccs 
of becoming pregnant is to slay at the in¬ 
laws’ house lor two wcck.sand at the parents' 
house for two weeks and keep shuttling 
between the two households. But if we 
continue to live at the in-laws’ house for 
months logcthei. wc are sure to become 
pregnant in three or four months 
Some young women nowadays tell their 
husbands that fvtr fifteen days alter their 
period (menstruation), they should keep 
quiet. Women decide this. Births can 
thereby be spaced without any medicines 
or devices 

Even if .someone tells us that something 
is available for avoiding pregnancy, we 
would not accept it. Some old women have 
told us that it you opt for curetting in order 
to get rid of the toetus, you will not become 
pregnant again. So we would not take such 
a risk. Some women may still go m for 
curetting if they so wish 
In order to avoid becoming pregnant, some 
women may be taking pills. There arc pills 
called ‘Mala’, available with (he nurses. The 
nurse in oui area had told me once about 
the pills and said that if my husband agrees 
to my taking them, i could use them until 
my child grew up .somewhat. She said tliut 
until I continue to take ‘Mala’, I will not 


become pregnant with another child. But i 
did nothing 

There are balloons also, which men can use 
(i e. condoms), but nobody here brings (hem. 
Who gives balloons? Besides.husbandsmay 
agree or may not agree to use them. It is 
like that 

Some women, who do not want to have a 
child soon, get an lUD inserted. But we are 
scared to have anything inserted inourbody 
Even if wo know oi understand, we are 
scaled. Would it not Ik scary? To have a 
copper T inserted in one’s body is scaring 
indeed 

Several women rationalised their behaviour 
of having children soon after marriage 
by articulating the following slutements. 
Wc have pul their views together in one 
quouition but the ideas were expressed by 
many women in almost all the focus group | 
discussions. I 

It would he nice to have and enjoy the | 
freedom to move about for a while. Rut look i 
at it (his way Sometimes the freedom to f 
move around is greater when a woman has 
one or two children Also, the husband does 
not talk 01 another marriage (because the 
fertility IS proven). Wc do not have to listen 
to the taunts of people. If the children ore 
born early, they grow up and wc become 
free early from the responsibilities. Whether 
we hate the children early or late, wc have 
to have some children If wc have them 
early, wc would not be .scared or threatened 
by the husband that he would bring another 
wife, etc We would have to experience 
some discomfort But once we produce 
children, thcic is peace. That is it. 

The question of the ideal interval between 
children and the need to use some 
coniracepti ves to space (he children was also 
discussed with the groups. While women 
were able to articulate the reasons for the 
need to space children, there was little that 
(hey did or could do to increase the inter- 
birlh interval of their own children. Maby 
felt that it was easier to get over with 
childbearing and undergo sterilisation after 
that rather than keep planning each birth. In 
ihcir own words; 

Ideally, there should bean interval of at least 
three or four years between two children. 
An interval of tour or five years between 
(wo children would be good. If we have the 
second child after the first one starts to go 
to school, the work at home would not be 
excessive and wc would be able to cope with 
It better 

If one has children in quick succession, it 
would be so difficult for the mother. By the 
lime you feed one. the next one is ready with 
something nr is seeking attention. By the 
tune you have pacified one, (he next one 
would start crying. One would be washing 
their clothes all the time! There is no respite 
from such chores. 
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It is belter to have the second child when 
the first onecan walk and reach ‘this* height. 
(She showed with her hand how tall the child 
should become: about three feet tall.) 

If the second child is born before the first 
has grown up a bit. it is very difficult to raise 
two smalt babies. We have to feed both of 
them. Neither of them would be toilet trai ned 
and we have to clean them. But whai can 
one do? 

There is little that we can do to postpone 
having children. We can sort of practice 
abstinence for a while or keep the husband 
away. Just skip. But then. ju.st as one has 
to worry about the child, one has to worry 
about the husband and somehow coax him 
to stay away. (To this another participant 
responded by saying that if one talked of 
keeping the man away, he may beat his wife 
for it.) 

We have heard that some women use copper 
T or lUD after a child. Some swallow pills. 
But almost no one here uses such methods. 
(One woman said she did take oral pills until 
her child was about six months old. The 
interval between her two children was two- 
and-a-half years.) 

After all the children one wants are born, 
one can go in for .sterilisation. That is the 
simplc.st thing to do. Why go through any 
other hassle'' 

Well, we just have us many as we want, the 
way they are born and then go m for 
operation. That is all. 

It is belter to have the two or three dhildren 
that one wants and then get sterilised. When 
we have to work as wage labourers, il is 
belter to get it over with 

In some villages, where cither the female 
health worker did not live within the village 
or came erratically or infrequently on visit 
to the village, or maintained indifterent 
relationship with members of some 
communities, the women voiced their 
complaints against the health worker to 
indicate that they were provided with little 
information or supplies. At the same time 
the women were aware that the nurse has 
to “find enough case.s” of operation to meet 
her quota of targets, and so concentrated on 
that work. 

' The nurse does not come and explain any 
such things (i e, what and how to use to 
postpone pregnancy) to us. 

We would like to know whal one should do 
to delay having the second child. We would 
even like to use it. 

People may know or have heard about 
Nir^h. but no one has seen or used them. 
We know about lUD but one has to go to 
the hospital to wear it. The ‘dai’ (midwife) 
or ihe nurse has to Insert it. But ihe nurse 
must tell us about its advantages. How can 
we on our own do anything? We can use 
these methods if we are told about them or 
told how to use. 

If we know of any way to postpone having 
the next child, we would use the method. 


The nurse does not tell us anything. 

The nurse only comes and chwks whether 
the women are pregnant or not. Then .she 
will give iron tablets, tetanus toxoid 
injections and go away. 

If the nurse explains to us about the loop, 
we may accept it to increase Ihe gap between 
two children. Otherwise, after two or three 
children, one opts for sterilisation. 

The nurse comes to us only when she 
knows that we have three children and we 
are ready for operation. She is very nice 
to us then. 

(d) Husband-wife Commwiicario/i;The focus 
group discussions also covered the area of 
cohtmunicalion between husband and wife 
on matters related to the timing of the first 


child after marriage, and on whether, when 
and which contraceptive method to me. In 
the process of discussion women touched 
upon the issue of almost total lack of 
communication between partners on nutters 
related to their sex life. Women indicated 
that there was practically no discussion 
between husband and wife on planning the 
first child. It just happened. Women were 
too shy to discuss such issues soon after 
marriage when they hardly knew their 
husbands. Presumably men are also shy; but 
women could not even afTirm or deny that 
possitrilitybecauseoflackof communication 
between them. 

A view was expressed that some of the 
younger women (and those with some 
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■ducatUiD) may be somewhat ‘shamelen* 
andthacuu with thar husband* issues related 
to thebeadngofchildieneven before beuing 
any. However, the younger women in the 
focus groups were as categorical as the older 
women about the absence of dialogue 
between them and thdr husbands on mattere 
related to the avoidance of pregnancy after 
marriage. Gearly. bearing and rearing of 
children is virtually women’s domain, but 
theyhaveno voiceeventodiscuss with their 
spouses when to have children, let alone 
having control over their reproduction. 
Women’s complete silence after marriage 
and evidence of lack of communication with 
their partners is reflected in the following 
quotes. 

In the beginning, we do not even know what 
IS going to happen so what do we talk? In 
ourcommunity, such things ate not discussed 
after mamoge. 

No, we do not at all talk to each other about 
the number ot children we should have or 
when we should have them. After the first 
child is born, it is easy to talk and so we 
may talk but not before that. 

One would be too shy to talk such things. 
Even before producing any children, how 
can anyone talk as to how many children 
one should have? In the cities, women may 
be talking but not here in villages. 

If thehusbond also wishestopostponehaving 
the child, be would mention it to his wife 
and co-operote. Some, who have the 
‘facility’, do say that we should wait for 
some time before having the child. (The hint 
wasto some young men worki ng in or visiting 
urban areas frequently, bringing condoms 
from there to postpone the first child after 
marriage.) 

Even after women had given birth to one 
or two children, there was no discussion 
between the spouses on the possibility of 
using spacing methods by either of the 
partners. Women in the focus group 
discussions, however, indicated that the 
opinion or wishes of their husbands, and 
to a certain extent that of the other elders 
in the family, mattered and they had no 
choice but to comply. Sometimes women 
sought consent or permission of their 
husbands to undergo sterilisation after 
having given birth to enough children. 
This was the extent of communication 
between the spouses, which suggested 
that a dialogue or discussion on the pros 
and cons of sterilisation does not even 
take place. 

What do we talk about! After having two 
or three children or after five years, that I 
should get operated, is what we talk about! 
We need the permission of our husband as 
well os of the in'Iaws before going in for 
operation. Even if we want to go, if the 
husband sqrs ‘no’, we cannot overrule him 
and go. 


How con we go against him? Even when 
one is tired (ofhaving children), and the 
health is not good, one cannot go for 
sterilisation without his permission. A 
woman does not count at ail. Let anything 
happen to her. 

Whateva he says, wherever he says, we 
should do or go. Even if we have just one 
son. we have to listen to him. Our wishes 
do not matter. The wishes of the husband 
matter. 

I wanted to undergo operation after four 
children (three of whom were daughters), 
but my husband did not allow me. Here 
I am pregnant again! 1 can get operated 
only when my husband gives me 
permission. 

Nobody interferes in other people's affairs: 
so we do not try and talk to her husband, 
although we know that he is not letting her 
go. She is six months pregnant and is still 
nursing her one-year-old child. 

If one goes without informing the husband, 
one may even be spanked like this (she 
showed with her hand how the husband would 
hit), it IS quite common for our husbands 
to hit us All such things happen here. 

The lack of autonomy and vulnerability 
of rural women in poor households was 
evident when they discussed their general 
health and their health-seeking behaviour. 

When we have problems, we may tell our 
husbands but who would attend to them? If 
you ore a woman, such problems go on. 
If the problem is not so senous that we 
cannot attend to our work, nobody would 
pay attention to it. It is only when we cannot 
cook or even get up and moke tea. that they 
take us to the doctor. When we cannot even 
open our eyes, then we are taken 
In the cities, even if you have a headache, 
your husband may go with you to the 
doctor. In the villages, no husband would 
do that. He may even say that “you ore only 
pretending to be III. There is nothing wrong 
with you”. He can even say that "the problem 
is of your own making or in your mind”. 

IV 

Programmatic Implicatioiis 

There is no facility for the couples Jointly 
or individually to discuss their problems or 
needs, for allaying their appretensions and 
fears or for correcting the misinformation 
about spacing methods of contraception. On 
the one hand, there is a felt need of women 
to space their children: and the reasons 
articulated by them are very valid and relate 
to the diildren’s well-being, theirown health, 
etc. (}n the other hand, women also fear ill 
effects of spacing methods on their health 
and particularly on their ability to bear 
children later on when desired. Such fears 
appear to act as deterrent and inhibit women 
and their spouses from using reversible 
methods of contraception to avoid pregnancy 


after marriage or for spacing the children. 
The use of the spacing methods would 
spread if couples are given correct knowledge 
about how the methods are to be used, and 
their fears about side effects are addressed 
with empathy, without imposing any method 
on the couples. 

The preference for sterilisation seems quite 
logical in the present setting of rural India. 
According to the 1991 Census, nearly 67 per 
cent of India’s S87 thousand inhabited 
villages had a population of less than 1,000 
persons; they accounted for about 26 per 
cent of the rural population.* These samll 
villages tend to have a poor resource base, 
below average accessibility, a higher thut 
average proportion of the scheduled tribes, 
and lower levels of female literacy. 'The pro¬ 
blems of providing various services in these 
villages ate among the most difficult and 
have to be tackled with considerable patience. 

'The near lack of communication between 
husband and wife in the early years of married 
life on issues related to sex, sexuality and 
pregnancy reflects the cultural practices, 
social norms and mores of the rural Indian 
society. It is not possible directly to attack 
the problem, but the programmatic efforts 
must be directed towards (i) designing 
educational material to enhance the 
knowledge about reproduction, (i i) involving 
men at all levels to make them sensitive 
about ftie health needs of women, (iii) 
providing sex education to both married and 
unmarried men and women. The results of 
such efforts may not bear fruits immediately; 
there may be reststance from the elders, but 
there is evidence that people want correct 
information on the reproductive processes 
and health. With increasing levels of literacy 
and education among the young in ru^ 
areas, one can hope for positive results. 

The family planning programme has so far 
concentrated on providing the couples with 
information on specific contraceptive 
methods with littleemphasis on sex education 
and the development of rapport between the 
clients and the providers as well as between 
spou.se$. 

In the changed climate when the pressure 
on the health workers of method-specific 
contraceptive targetsis removed or alleviated, 
their time and energy can be used for 
improving their interactions and relations 
with their clients and helping the couples 
meet their needs. 

However, the social environment in many 
villages is not hospitable to female healdt 
workers and their problems need special 
attention. The two distnets coveted in the 
present study have included some of these 
backward villages as well. One of the two 
districts had a markedly above average 
level of contraceptive prevalence and a 
lower than average fertility (relative to the 
averageforGujaratstate). Wehave, therefore. 


Bcononlc mi PoUtkal Wedcly April 26 .1997 


WS-35 



Men evidence that the problems are not 
' insuperable and can be tackled. However, 
' the social setting of rural India is so diverse 
and heterogeneous that additional operat¬ 
ional research and studies similar to the 
present one would probably yield rich 
dividends. 


Notes 

(I gratefully acknowledge the support of my 
ooUeaguet, Onrshigia Vyas, Rita Dave and Gam 
Memon.dunng the focus group discussions They 
were physically and mentally os involved in the 
work as I was ] 

1 In the National Family Health Survey, the 
group with unmet need for family planning 
includes Ihe cumsntly marncd women who 
either do not wont any more children or who 
want to wmt two or more years before having 
another child, but ore not using contraception 
See Intemational Insittute for Population 
Sciences, 1995 National Family Health 
Survey, 1992-93 - India, Bombay 

2 The discussions also covered issues relating 
to gynaecological morbidity, health and 
survival of children and the need of women 
for counselling or advice on various problems 

3 An elderly woman who was not a participant 
in one of the focus group discussions, but was 
silting at some disUuice and listening to the 
conversation while cutting vegetables 
inlervened to say that more children means 
mote comets who can bnng more income or 
food in the house Most of the participants 
countered her statement by saying that before 
they Stan earning, we have to first spend on 
them for food, clothing, etc 

4 In ihe four large north Indian stoles of Bihar, 
Madhya Pradesh, Rajasthan and Uttar Pradesh, 
the small villages tormed 72, 80, 73, and 69 
per cent of the total villages, and 25. 48, 33, 
and 29 per cent of the rural population, both 
lespecuveiy 
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SPECIAL ARTICLES 

Tmc Reductions and Their Revenue Implications 

How Valid Is the Laffer Curve? 

Pinaki Chakraborty 

This paper attempts to examine whether the loweriitK of the rales of direct and indirect taxes in recent years 
has resulted in higher tax mobilisation. What has been the actual experience in the post-reform period? And 
will the experience in 1997-98 and thereafter he any different? 


THE process of fiscal adjustment launched 
in 1991 as part of the structural adjustment 
programme placed strong emphasis on 
nxiucing the fiscal deficit. Every budget 
introduced since has targeted the fiscal deficit. 
The target set by the finance minister tor 
1997-98 is 4.5 per cent of GDP. Bringing 
down the fiscal deficit to the targeted level 
is backed by the expcctcHl high revenue 
buoyancy during the year. This expectation, 
ill turn, is based on the implicit as.sumptinn 
that the proposed lowering of the rates of 
income tax, corporate lax and excise and 
customs duties would result in higher tax 
revenues and thereby help in reducing the 
fiscal deficit. 

The reasoning behind the emphiusi.s on 
reduction in fiscal deficit, its stated in the 
EconomicSnivey 1996-97. is that high fiscal 
deficit creates inflationary pressure in the 
economy and crowds out private invc.stmciii 
with the consequential adverse impact on 
economic growth, because without private 
investment economic growth will be 
hampered. Thus ti.scal deficit reduction is 
considered as the (irccoi .iition fur higher 
economic growth. And when economic 
growth accelerates, it should result in higher 
tax revenues. To the extent this rea.soning 
is valid, first fi.scal deficit .should comedown 
and should reflect it.sclf in term.s of higlier 
growth of income as a result of higher 
private investment. Then higher growth tif 
incxime should generate larger lax rcvcntics. 
This raises the question of time lug. if 
liowever, the tax rate reduction has to have 
on impact on current tax revenues without 
virtually any time lag, the line of rciuioning 
behind the expected buoyancy in revenues 
has tb be different. In the post-budget 
cxplanatiMns and elaborations, finance 
ministry officials have jaslificd the expec¬ 
ted immediate buoyancy in central tax 
revenues on the belief that the so-called 
Laffer Curve phenomenon .starts to operate 
almost instantly. According to the expen¬ 
diture secretary, improvement in the direct 
tax to GDP ratio is due to the sharp cut in 
the rate of direct taxe.s. in the post-reform 
period. According to him, *'(T)hm is a kind 
of Laffer Curvc...wc may not be at the 


peak of that. But with the deep cuts in 
personal inctiVnc and corporate lax. wc are 
going to rebtiund m high growth and high 
revenue rculisatimi in both short and long 
tenns." 

The rationale tichind LutYcr Curve is that 
high tax rate adversely alTeets the growth of 
income and the fall in income would result 
in more than proportionate fall in tax revenue. 
Therefore, reduction in tax rate is c.sscntial 
for higher growth of income and tax revenue. 
This again rai.scs the que.stion of time lag. 
If, in tlic short period, the Laffer Curve 
phenomenon has to opertae. Iliere should be 
a negative funciional relationship between 
the tux rate and the tax base. Increase in tax 
ha.se should lead to better compliance. It 
means that thefe should he a negative rate 
cixsiicity. since better tax compliance is 
supposed to make up for the loss in revenue 
on account of reduction in rate of lax. If. 
however, the lax Itasc (say, income disclo.sed 
for purposes of income tax) remains 
unaffected by the lowering of tax rate, total 
lax revenue would obviously fall. Burlier 
studic.s on this i.ssue had shtiwn (hut contrary 
to the popular belief, the Laffer Curve 
phenomenon docs not operate in the Indian 
context. Studies on direct taxes in India 
showed that lowering of tax rale did not 
rc.sult in higher tax mobilisation in the past. 
Bagchi and Rtio (I9K2) tasted the validity 
of this relationship cconumctrically. In (Iwir 
analysis. c.siiinating the growth of as.scsscd 
income without any change in the tax rate 
prevailing in the previous year and the 
atiscssed income, introducing the change in 
(he (ax rate, they found (hat revenue loss was 
not being compensated by hcitercomplianee 
bccau.se of the lowering of tax rate. This 
short paper is an attempt to examine whether 
in recent years the lowering of tax raias has 
actually resulted in higher tax mobili.sation. 
What is our cxpericnccduringthc post-reform 
pcriixl? Will (he experience in 1997-98 and 
thercaner be any different? 

Before wc discuss these quc.sti(ms. it is 
necessary to clear one eonec|Hual iwini. 
Strictly speaking. forLafferCurve loopcrate. 
we should be able to separate the impact of 
tax reduction from the impact of other factors. 


.such as change in income diMribitiion or the 
efficiency of tax cnlorccmcm. that may 
operate on the lux ba.se, a task tliat is mil cosy. 
What we do in (his paper is to show how 
lax collections have fared while GDP and 
min-agricuittiral GDP (hereafter NAGDP) 
changed over tla: years, as tax rates underwent 
alterations. 

REn-Ni RAn- Ri-mimoNS 

Reductions in the peak rates of major taxes 
between 1990-91 and 1997-98 arc set out in 
Table I. It can bo .seen that aiming all these 
taxes, the decline in the peak rate ol customs 
duly has been phenomenal. It declined from 
200 per cent in l9tX)-9l to 40 per cent in 
1997-98. The peak rate of income tax also 
has dcelineiR'rom .50 to .M) per cent. Including 
(he surcharge on income lax. the effective 
rale of reduction has been from 54 per cent 
to JO per cent. 1'hc effective rate of income 
tax increased to 56 |ici cent in I99I -92 due 
to the increase in surcharge from 8 per cent 
ill 1990-91 to 12 per cent in the next year. 
Ill respect of corporate tux. the utfcctive 
reduction has been Irom around 43 per cent 
in l9‘K)-9l to 35 per cent in I997-98. 

Even though the peak rate of income tax 
and corporate tux ha ve dec I i ned sub.stuntial ly 
between 1990-91 and 1997-98. decline in 
rates has been done in a phased manner. In 
the case of (he income lax rate, reduction has 
luken place in three different time (xiinls 
First in 14)92-93, when ii was reduced from 
SO per cent to 40 per cent. Second phase 
began in 1994-95 with the remtival of the 
surcharge which reduced the cftectivc rate 
of tax even though the btisic rate of 40 per 
cent continued till 1996-97. The prc.seii( 
budget has reduced the peak rale ol income 
tax further to 30 per cent. In the ctisc of 
corporate lax, the peak rale declined from 
40 per cent to 35 per cent between 1990-91 
and 1997-98. In between, there was an 
increase in the peak rate from 40 per cent 
in 1991-92 to 45 per cent in 1992-93 and 
this rale of 45 per cent remained till 1993- 
94 along with the .surcharge of IS per cent. 
Between 1994-95 and 1995-%, corporate 
tax remained at 40 per cent with a surcharge 
of 15 per cent. In the subsequent two years, 
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there has been year>io-year reduction in the 
rate of corporate tax to below 40 per cent 
(due to the reduction in surcharge to 7.5 per 
cent) and 35 per cent, respectively. 

Tax Prokjsals in 1997-98 

Direct tax proposals in the latest budget 
cover not only rate reductions but also other 
changes which amounted to effective cuts 
in rates. Thus, while reducing the rate of 
corporate tax, the budget has abolished the 
surcharge on corporate tax, exempted export 
profit from minimum alternative tax, 
abolished tax on dividend and replaced it 
with u levy of I Opercent tax on the distributed 
profits of the company. Tlic budget has also 
reduced capital gain tax at 10 per cent for 
both NRIsandFllsinthetransier of securities. 
Likewise in the case of pcisonal income tax. 
in addition to reducing the peak rate from 
40 per cent to 30 per cent, the budget has 
abolished theexisting pre.sumpti ve t:ix system 
and replaced it by the estimated income 
scheme lor retail traders with turnover ol 
between Rs 8 lakh and Rs 40 lakh. 

Two major innovations in the direct 
lax p(;pposal.s arc (i) amendment of 
Section 139 A of the Income Tax Act and 
(ii) the introduction of Voluntary Disclo.surc 
Scheme (VDS) to tap 'black money’. 
Amendment of Section 139 A pnipo.ses to 
widen the tax base by bringing the residents 
of larger metropolitan cities within the tax 
net on the basis of their lifestyle.' To tap 
’black money*, under VDS. it is proposed 
that the di.sclosed amount cither in the form 
of cash, .securities or assets, whethcrin India 
nr abroad, would be charged at the revised 
highest rate (30 per cent) of tax without any 
interest, penalty and action under the income 
tax. wealth tax and foreign exchange 
regulation act. 

With regard to the indirect taxes, the 
previous year’s peak rate of customs duty 
is reduced from 50 per cent to 40 per cent. 
Also, the import duty on capital goods has 
been reduced from 25 per cent to 20 [wr cent, 
which IS applicable to project imports as 
well. There is further r^uction in import 
duty on vanous other categories of imports 
such as imputs for iron and steel industry, 
chemical compounds and inputs required for 
the textile industry. 

Regarding exccseduty, the finance minister 
has proposed a gradual movement towards 
a mean rate of 18 per cent in order to reduce 
dispersion in excise rate. With thts objective, 
three new rates have been introduced, namely. 
8 per cent. 13 per cent and 18 per cent 
compared to the previous rates of 20 per cent 
and 10 per cent (except in the case of some 
petroleum products). In addition, the .service 
tax of 5 per cent has been extended to transport 
of gcNxIs by road, consulting engineers, 
customs house, steamer and clearing and 
forwarding agent, outdoor caterers, pandle 


contractors, mandap keepers and manpower 
recruitment agencies. 

Tax-GDP Ratio!!. 1991-92 to 1995-96 

If the reduction of tax rates is the 
appropriate measure to increase revenue 
collection, increased revenue buoyancy 
should have been reflected in higher tax- 
GDP ratio. But, as far as total central tax 
revenue to GDP goes, it can be seen from 
Tabic 2 that between 1990-91 and 1995-96, 
when there were substantial tax rates 
rcduction.s, the ratio of gro.ss tax revenue^ 
to GDP declined from 12.18 to 11.28 per 
c6ni. Among thedifferentcategoriesof taxes, 
customs and union excise duty as a percentage 
of GDP declined sharply from 4.37 percent 
to 3.63 per cent and from 5.19 per cent to 
4.08 percent, respect! vcly.during the period. 

With regard to the direct taxes, however, 
there was an improvement in terms of tax- 
GDP ratio. Between 1990-91 and 1995-96, 
yield of personal income tax as a percentage 
ot GDP increased from l.l4perccntto 1.58 
per cent; the corresponding increase for 
corporate tax was from 1.43 per cent: to 1.67 
per cent. The point to be noted here is that 
even though the direct lax-GDP ratio 
increased in the post-reform period, it could 
not olTsct the lo.ss in revenue due to the sharp 
reduction in customs and exci.se duty. Given 
the composition of the central tax revenue 
with around 70 per cent of the tax revenue 
coming from indirect taxes and only around 
30 per cent comtng from direct taxes, this 
is not surprising. Thus, when both direct and 
indirect tax rates were reduced, the (all in 
indirect tax revenues was bound to be more 
than could be oftset by the increase in direct 
tax revenues. This is the reason why even 
though the direct tax-GDP ratio tnciea.scd 
during this period, growth in total tax revenue 
could not keep pace with the rate ol growth 
ol GDP 

Tax-GDP Ratios, 1997-98 

In .spite of the observed pa.st trend in terms 
of total tax effort, this budget while iurther 
reducing the lax rates expects a higher total 
revenue buoyancy. Tims while gro.ss total 
lax collection is projected to increase by 16 
percent, corporate lax revenue will incrca.se 
by 12 per cent, income tax revenue by 18 
per cent, customs revenue by 20 per cent 
and excise revenue by 12 per cent during 
1997-98. In absolute amounts, between 
1996-97 'nd 1997-98, gross lax receipts will, 
if budget estimates materiali.se, increase from 
Rs 1,30,783 crore to Rs 1,53,143 crorc, cor¬ 
porate tax would incrca.se from Rs i9.(XX) 
crore to Rs 21,860 crore, customs duty 
from Rs 44.135 crore to Rs 52,550 crorc and 
union excise duty from Rs 46,190 crore to 
Rs 52.100 crorc. 

For 1996-97, assuming a real rateof growth 
of GDP of 6.8 j)er cent and inflation rate of 


19^97 of 7.6 per cent, CSSP at current 
prices would work out to be Rs 11,27,740 
crore by the end of 1996-97. If we assume 
that the real rate of growth of GDP in the 
year 1997-98 would be 7 per cent (the rate 
of growth of GDP targeted in the Common 
Minimum Programme), and if we assume 
further that the inflation rate will remain 
at 7.6 per cent, nominal GDP would be 


Table I: Peak Rate of Oifferewt CBmaAL 
OovBRNMBNT Taxes DURING 1991-92 TO 1997-98 



Income 

Tax 

Corporate 

■fax 

Customs 

(Peak 

Rate) 

Basic .Sur¬ 
charge 

Basic 

Sur¬ 

charge 

1990-91 

50 

8 

40 

8 

200 

1991-92 

50 

12 

40 

15 

150 

1992-9.3 

40 

12 

45 

IS 

110 

199.3-94 

40 

12 

45 

15 

85 

1994-95 

40 

. 

40 

15 

65 

199.5-96 

40 

- 

40 

15 

50 

1996-97 

40 

. 

40 

7 5 

.50 

1997-98 

.30 

- 

.35 

- 

40 


Soune' Budget documents. Ministry of Finance 


Tabu 2 Varkius Tax Revenues of Centrau 
Governmcnt as a Pfrcfntsoe of GDP 



IT 

CT 

CD 

UED 

TT 

1990-91 

1 14 

1 43 

4.37 

5 19 

12 18 

1991-92 

1 22 

1 42 

4 03 

509 

12 19 

1992-9.3 

1 25 

1.41 

.3.77 

4.89 

11.83 

1993-94 

1.25 

1 37 

3 03 

4.33 

to .35 

1994-95 

1 40 

1 61 

3.12 

4 35 

10 75 

1995- 96 

1996- 97 

1 58 

1 67 

3.6.3 

4 08 

II 28 

(RE) 

1997-98 

1 67 

1 69 

3 91 

4 to 

It 73 

(BE) 

1 68 

1.69 

4.07 

4(H 

II 87 

Note 

IT = Income Tax, CT = Corporate Tax, 
C D = Cusinins Duty, U E D = Union 
Excise Duly, T T = Total Tax, RE f 
R evised Esiiinates, BE = Budget 
Estimates 

Siiuice 

Budget documents 

(1997-98) and 


Eennomu Survey 1996-97. 


Tabu: 3' Varkhj-s Tax Revenues of Central 
Government as a Percent age of Non- 
Aoricultural GDP 



IT 

CT 

CD 

UED 

TT 

1990-91 

1 65 

1.64 

6..36 

7.55 

17 73 

1991-92 

1.77 

2 07 

5.86 

7.40 

17.74 

1992-93 

1.80 

2 03 

5 43 

7.04 

17.05 

1993-94 

1.80 

1 98 

4..38 

6 25 

14.93 

1994-95 

2 03 

2..34 

4.53 

6.32 

1.5.61 

1995-96 

2.27 

2.40 

5.20 

5.85 

16.19 

1996-97 

(RE) 

2.41 

2 43 

5.65 

5.91 

16.93 

1997-98 

(BE) 

2.38 

2.40 

5.76 

5.72 

16.81 


Nine: IT= IncoineTax.CTsCorporateTax, 
C D Customs Duty, U E D s Union 
Excise Duty, T T s Total Tax, RE s 
Revised Estimates, BE » Budget 
Estimates 

Snurcf Budget document.<i (1997-98) and 
Ecimiimic Survey 1996-97. 
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, Rs 12,92390 crate by the end of 1997-98. 
Let us see how the estimated revenue from 
the m^jor taxes relate to GDP. 

As can be seen from Table 2, tax-GDP 
ratio of income tax is projected to improve 
from I.S8 per cent in 1993-96 to 1.68 per 
cent in 1997-98, for corporate tax from 1.67 
percent to 1.69 per cent and for customs duty 
from 3.63 per cent to 4.07 per cent. During 
the same period, only the ratio for excise 
revenue is projected tocomc down marginally 
from4.08 percent to4.04 per cent However, 
the gross tax revenue-GDP ratio is projected 
to increase from 11.28 per cent in 1993-96 
to 11.87 per cent in 1997-98. However, as 
was noted above, going by the past trend of 
tax-GDP ratio, total central tax revenues 
failed to keep pace with the rate of growth 
of GDP. The question to ask therefore is 
whether it is at all realistic on the part of the 
finance ministry to assume that central tux 
revenues will show the extent of buoyancy 
during 1997-98, which was not experienced 
in the preceding .six years. This question 
remains regardle.ss of whether or not the 
targeted rate of growth of GDP (real rate of 
7 per cent) itself can be realised. 

Tax-NAGDP Ratio 

Could it be that central tax revenues are 
more sensitive to changes in NAGDP as 
compared to total GDP? Will it not be a 
better measure of tax buoyancy if the ratio 
is worked out between revenue from various 
central government tuxes and non- 
agricultural GDP, since both dira:t as well 
as indirect taxes of the central government 
have a mainly non-agricultural base? Could 
it be that budget projections are based on 
certain tax-NAGDP estimates? To answer 
these questions. Table 3 presents the ratios 
of central tax revenue to NAGDP. 

it can be seen that there is no signiticant 
dirference in the trends in ratios measured 
in terms of non-agricultural GDP or overall 
GDP. While for income tax, aiKl corporate 
tax, the ratios of revenue to N AGDP improved 
between 1990-91 and 1993-96, they declined 
forcu.sloms duty and exci.scduties. Likewise, 
the ratio for total tax revenue also declined 
during this period. 

The rate of change of various ratios of 
central taxes with respect to GDP and 
NAGDP is shown in Table 4. it can be seen 
from the table that rate of growth of these 
ratios with respect to both the bases have 
followed a similar pattern except corporate 
tax. Between 1991-92 and 1995-96, ratios 
of income tax revenue to GDP and NAGDP 
grew at a rate of around 7 per cent per annum. 
In order to achieve the projected level of 
income tax revenue, rate of growth in tax 
collection has to be of the order of 3.03 per 
cent and 2.41 per cent between 1996-97 and 
1997-98 with respect to both the bases. 
Interestingly, the ratio of corporate tax 


revenue to NAGDP increasod at a rale lower 
(3.28 per cent) than the ratio of its revenue 
to GDP (8.72 per cem) during 1991-92 to 
1995-96, which is contrary to what was 
expected. Since corponuc tax is levied on 
non-agricultural profits of companies, the 
normal expectation is for the collection from 
this tax to be much more sensitive to changes 
in NAGDP. The a.ssumplion underlying the 
prujcctionsof revenue from corporate tax for 
1997-98seems to be that them will be viitually 
no change in its tax-GDP or tax-NAGDP 
ratio even though reductions proposed are 
significantly sobiitanlial. In the case of 
customs duty, whose ratio with GDP as well 
us NAGDP declined at an annual average 
rate of around 3 per cent between 1991-92 
and 1995-96. is projected to register the 
opposite and show an inciease in the annual 
average rate of more than 5 per cent between 
1990-97 and 1997-98. The ratio of excise 
revenue to GDP which declined at the annual 
rale of4.61 pcrcentduring l99l-92to 1995- 
96. IS expected to decline at a much slower 
rate of 0.46 per cent between 1996-97 and 
1997-98. The ratio of the total lax revenue 
to GDP and NAGDP too declined at the rate 
of I..3I and 1.61 per cent in the preceding 
five years, is expected to grow at the rate 
of 2.55 |)cr cent and 1.92 per cent in 1997- 
98. Why should tax-GDP or tax-NAGDP 
ratios change differently from that in recent 
past is not possible to explain in terms of 
the trends wc have observed. 

Is There a Time Lac? 

Let us turn now to the question of lime 
lag posed at the outset. For this purpose we 
have measured the income elasticity of 
individual taxes of the central government 
with respect to GDP for 1991-92 to 1997-98 
and presented the result in Table S. To start 
with income tax. it can he seen from the table 
that income elasticity of income tax declined 
from I..39 in 1991-92 to 1.19 in 1992-93. 
During this period, the rale of iacoinc tax 
declined from 50 per cent to 40 per cent, 
surcharge remaining constant at 12 percent. 
Elasticity of income tax increased to i .37 in 

1993- 94. the year in which there was no 
change in the rate of tax and surcharge. In 

1994- 95. the elasticity of income lax declined 
to 1.30. the year i n which surcharge on i ncomc 
tax was atolishcd. However, elasticity of 
income tax incrca.scd to 1.77 in 1995-96. In 

1995- %, income tax rale and surcharge did 
not undergo any alteration from the previous 
year. In 1996-97. the cla.stici|y of income 
tax declined to 1.37. Going by the budget 
estimates, elasticity of income lax in 
1997-98 will decline further to 1.03. Thus 
as far as income tax collections go, income 
ela.siicity of income tax revenue in the 
immediai; wake of rate reductions is expec¬ 
ted to decline. For. corporate tax, income 
elasticity of revenue declined from 2.21 in 


1991-9210O.95 in 1992-93 with an increase 
in lax rate from 40 per cent to 43 per cent. 
Though corporate tax rale remained con¬ 
stant at 45 percent till 1993-94. tax elasticity 
further declined to 0.84. But it improved to 
1.85 in 1994-95. In 1995-96, tax elasticity 
declined to 1.25. In 1996-97, with the 
reduction in surcharge from 15 per cem to 
7.5 per cent mid cumsequeiU ri^ction in 
effective rale nl lax, income elasticity 
declined to 1.05. Elaslicily estimated for the 
year 1997-98 shows fuiiher marginal deciir<e 
to 1.02 which is close to unity. 

The imalysis of year-to-year movement of 
income lax rale and collections brings out 
that rate reduction in a paniculur year did 
mu result in an iinprovemcm in elasticity in 
lhai year it.scll. In t.ici, elasticity seems to 
decline with rate reduction. If the improve¬ 
ment in elasiictty is due In the reduction in 
lax rate, it is regi.sicred only after a time lag 
of at least one year in case of income tax ^ 
us was the ca.se in 1993-94 and 1993-96 | 

Tari£ 4 Comparison OF .SeNsinvirv OP Tax ! 

Ki.vr.NUbs WITH Respect ni UUP and |l 

Non-Aoricultural GUP DURiNO 199I-92'lo j 
AND 1996-97 TO 1997-98 ^ 

(PerceuO t 

GDP NAGDP | 

1991-92 1996-97 1991-92 1996-97 | 
lo to to to ^ 
1995-96 1997-98 199.5-96 1997-98 


IT 

, 6.98 

3.03 

6.67 

2.41 

CT 

8.72 

0.57 

3 28 

-0.07 

CD 

-2 94 

5 90 

-1 67 

5.25 

UED 

-4 61 

-0.46 

-4 49 

-1.08 

TT 

-1.31 

2.55 

-1.61 

1.92 


Notex' I IT= InconwTax.CTsCorpurateTox. 
r U x Customs Duly, U E O * Unioa 
Excise Duly. T T = Total Tax. 

21'hcse csiiinates are the annual average 
rate of change of various central 
govcinineni raxes with respect (o GDP 
Olid NAGDP 

Sourie. Budget doLUinents (1997-98) and 
Eiommur Sutvf^ 1990-97. 


Tahlf 5. iNcosir Ei.ASiir'rrv iii- Dippureitt Taxbs 
iROH 1991 "2X0 1997-98 

IT CT CD UED TT 


1991-92 
1992 9.3 

1993- 94 

1994- 95 

1995- 96 
l9%-97 (RE) 


1.39 
I 19 

1.. 37 

1.. 30 
1.77 

1.. 37 


2.21 0.49 
0.95 0.52 
0,84 -0.52 
1.85 I 16 


IW7-98(BE) 1.03 

Av Bs 1991-95 1.35 
Av Els 1996-97 I 19 


1.25 
1.05 
1.02 
1.46 
I 17 


1.94 

1.51 

i.26 

0.72 

1.08 


0.88 

0.71 

0.20 

1.03 

0.55 

1.03 

0.90 

0.67 

0.8.1 


1.00 
0.79 
0.11 
1.22 
1.32 
1.27 
1.08 
0.89 
1.02 


Note: ITsIncoineTax.CTsCorporaieTox, 
CDs Customs Duty. U E O > Unioa 
Excise Duty, T T = Total Tax Revenue 
AV Els s Average Elasticity. 1991-95 > 
1991-92 to 199.5-96, 1996-97 s 1996- 
97 to 1997-98 

Source: Budget documents (1997-98) and 
Ecamumc Survey 1996-97. 
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when elasticity of I'neome tax was 
considerably higher than unity. In the case 
of corporate tax, bmween I99l-92and I997> 
9K, there was change in lax rate in every year 
except 1993-94 and 1995-%. in I99S-96. 
the year in which there was no chang^in the 
corporate tax rote and its surcharge from the 
previous year, income elasticity, even though 
it declin^ compared to the previous year, 
remained considerably higher than unity. In 
the subsequent two years which witnessed 
a substantial reduction in corporate tax rate, 
income elasticity works out to be not much 
higher than unity, meaning that the increase 
in tax collections is not much different from 
the increase in GDP. 

For both customs and exci.se, income 
elasticity during the first three yc<irs. from 
1991-92 to 1993-94, was considerably 
below unity, for customs it was negative in 
1993-94. liie reduction in the peak customs 
duly rate during this period was from ISO 
per cent to 85 per cent. The peak rate was 
reduced further between I994-9S and 

1995- 96 and was 50 per cent in 1995-96. The 
point to be noted here is that income elasti¬ 
city of customs revenue increased to above 
unity in the pcnixl when the rate of reduc¬ 
tion in duly was much lower. Between 1991- 
92 and 1993-94, the peak rale was reduced 
by 65 percentage points: between 1993-94 
and 1995-96, the reduction was of 35 
percentage points. During 1996-97. when 
the peak rate of customs duty remained 
constant at SO per cent; income elasticity of 
customs revenue was signiftcnnlly above 
unity, though lower than in the immediately 
pret^ing year, 1995-96. This •il.so reflects 
the operation of time lag. For 1997-98, the 
budget estimates of customs revenue is 
based on income elasticity lower than in 

1996- 97but higher than from any other major 
sources of centre’Stax revenues. Obviously, 
the estimate is ba.sed on certain unstated 
as.sumpiions with regard to the growth in the 
country's imports, in terms ot value as well 
as cnmpo.siiion. 

As can be .seen from Table 5. income 
elasticity of excise revenue was extremely 
low in 1993-94and 1995-96 and below unity 
in four out of six years, between 1991-92 
and 1996-97. In the budget estimates for 

1997- 98. the implicit income elasticity is 
also below unity but considerably higher 
than in 1995-96. 

While income eia.sticily has fluciualcd 
during the period for viuious major sources 
of central tax revenue, the least one can 
safely say on the baitis of the experience of 
the recent past is that lime lag docs operate 
for both direct and indirect taxes It is not 
certain that budget e.stimatcs for 1997-98 
have allowed for time lag while building into 
these estimates the impact of the proposed 
tax reductions, even assuming that those tax 
reductions wouldoctually ha VC thoscimpaas. 


OWCLUSKIN 

The conclusion that emerges from the 
foregoing analysis isthal comparedtoindircct 
taxes, direct tuxes were more buoyant during 
the post-reform period. Sharp decline in tlie 
buoyancy of indirect taxes was the reason 
why the rate of growth of tax revenue fell 
well below the rate of growth of GDP during 
the period. The analy.\i.s of the movement of 
tax rates and income elasticities of various 
taxes showed that generally reduction in tax 
rule cannot make a tax more buoyant instantly. 
There is a time lag involved. Since there is 
a time lag, the expectation that the iaiffer 
Curve phenomenon, accepting that it has 
validity for some taxes for some time, though 
not in its purest form, will start operating 
instantaneously with a reduction in tax rate 
may well prove far too optimistic. 


Hotel 

[I exprett my gratitude 10 1 SCalali forhit guidance 

in writing this paper. Reinaininii erronare mine.] 

1 It has been propuied that lesideals of large 
fflciropoliian cities, who saiisiy two of (he 
economic critena, nontely, ownenliip of afour- 
wheeler vehicle, occupation of inimnvenble 
propeny meeting oeiiain prewiibed criteria, 
ownership of a telephone and foreign travel in 
the previous year shtaild Ml within the taxable 
slob and should volunianly file Iheir tux ret urn. 

2 Crou lax revenue impliex the total eolicclion 
of (axes by the eentrai governmem before 
devolution. 
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i^ynamics ot Learning Three R’s in 
Madhya Pradesh 

Rashmi Shamu 

This paper attempts to show how socio-economic context affects achievement in rural eleinentarv schools on 
the basis of a study of seven rural schools of Bhopal district in Madhya Pradesh. The proficiency level of fourth 
and fifth grade children in basic arithmetic and Hindi was assessed and children's performance on these tests 
examined against their socio-economic background, and the characteristics of their village and school. How well 
or poorly the village school functions is determined hy (a) how modernised a village i.<t, particularly how well i 
it is connected to the city, and (h) the percentage of SC/ST population in the village. The wider implication of 
this result is that development of rural infrastructure such as road networks may be an important factor iii improving 
the quality of elementary school education. 


SCHOOLING is complicated business even 
in ‘simple’ rural communities, and success 
at school is a function of a range of vari abics, 
several of which lie outside the school. In 
studies about rural schools, the .signinc.mcc 
of the wider context is often miss^ because 
we look for socio>economic differences as 
they exist among the urban people. However, 
rural communities differ from each other in 
ways that are unlike tire individual differences 
of background, and Mtcio-cconomic status 
(such as profession of parents), that are 
important determinates of academic success 
in urban areas. The rural socio-economic 
context, and variations in this context, arc 
equally important, but need to be understood 
along ditTerent dimensions. 

The paper is made up of three parts. 1'hc 
first part describes two recent largc-.scalc 
studies about achievement in elementary 
schools of Madhya Pradesh, and these form 
a background for the study on which this 
paper is based. The second, main part 
de^ribes the study of seven rural elementary 
schools and attempts to analyse and draw 
conclusions from village level data. The 
final part of the paper returns to the two 
major studies, and draws some general 
conclusions. 

I 

Two Recent Major Studies 

Two major studies on school effectiveness 
have looked at Madhya Prade.sh in the recent 
past, in 1994, National Council of 
Educational Research and Training, 
(NCERT) (Delhi), made a countrywide 
as^smentofihecfTicacyof tlie viuit network 
of elementary schools in teaching children 
basic reading, writing and numerical skills 
(Shukla et al 1994]. In this study (hereafter 
the NCERT study), 65,86! children, most 
of who were studying in fourth grade, and 
some in fifth grade, were tested in elementary 
academic skills. Since elementary schools 
are managed by slate governments, a major 


focus of this national level project wius to 
compare pcrfurinimcc across stales. The 
implicit assumption was that comparison 
across slates would reveal how well the 
education systems of different .states were 
functioning. 

The overall' rc.suUs were dismal. For 
instance, on two basic te.sis. arithmetic and 
rcading-aimprclicnsioninthcmolhcrtongiic, 
the scores showed that many children were 
not capable of an.swcring even half the 
questions ,'urrcclly, i c, were nowhere near 
miLstcn ng basic reading and numerical skills. 
Among the si.iics. on the mathematics test, 
Karnataka had the lowest median score of 
25.8 per cent and Punjab had the highest 
median score of 56 per cent. On the same 
test, in Karnataka 90.6 per cent children 
scored IkIow .50 per cent, while for Punjab 
this llgiirc wiLs y). I per cent. On the retiding- 
comprehcnsion test. Karnataka again had 
the lowest median .score of 28.5 per cent, 
and 86.7 per cent children scored less than 
50 per cent. Surprisingly, the highc.st median 
score was that of Bihar, at 75.5 percent. 22.2 
per cent children in Bihar scored less than 
SO per cent. Hie next highest median score 
was 58.9 per Cent, from Mi^iram, and in 
Mizoram 34.6 per cent children scored less 
than .50 per cent. If wc ignore the data from 
Bihar, between one-third to 90 per cent 
children in India cannot be called literate in 
the real sense of the term, even after 
completing four years of elementary school. 
Their grounding in basic rending, writing 
and arithmetic is so weak, that they can Ltp.se 
back into illiteracy quite easily. In some 
states (though not in Madhya Pradesh) a 
much smaller .sample of children studying 
in fiOh grade was also tested. Curiously. 
|>crfnrmancc ol filth graders was worse than 
that of fouiih graders. Tltc NCERT report 
anaiy.scd the performance of each state 
separately. The major findings about Madhya 
Pradesh were as follows: 

(I) The median score for Madhya Pradesh 
on the two basic lcst.s. arithmetic and reading 


and comprehension last were the .second 
lowest among 23 states. On the mathematics 
test. 34.5 per cent children scored less than 
25 percent and 83.9 percent children scored 
less than .50 per cent. In other words, only 
16.1 per cent children in the state had learnt 
enough arithmetic to do more than half the 
questions correctly, and could be said to 
have basic iiumcrical skills. .Similarly,on the 
reading and comprehension test, which 
assessed a child's ability to read and 
understand a simple little story in her mother 
longue. 46.3 |)cr cent children scored less 
than 25 pci cent, and 84 7 per cent children 
answered less than half the questions 
correctly. 

(2) The differences among scho.>l>. within 
the stale were very large. For instance, in 
disinci Gwalior, the highest mean score 
achieved by a school was 186 |)cr cent greater 
than the lowest mean score of any school. 

(3) Rural children perfonned better than 
urban childrenon ihehatlcry of tests, possibly 
because I he .study was limited to government 
scIkkiIs. in cities heilcr-off parents do not 
.send their children to government schools, 
while very few villagers have access to private 
schiMils, .so that almost all rural children 
study in government schools irrespective of 
their socio-ccoiiomk hackgmuiid. 

(4) Children from backward ca.sles had the 
highest scores, scheduled caste students had 
the second highest scores, and .students 
belonging to .scheduled tribes the third 
highest, followed by ‘others', i e, upper 
castes and minorities. 

The .second major study [Govinda and 
Verghese 1993] was undertaken in 1989 by 
the Inicrnational Institute of Fxiucational 
Planning (Paris), ii^ consultation with the 
National Institute of Fxlticalional Planning 
and Administration (Delhi). This stu 
(hereafter the NIEPA study) was located 
specifically in Madhya Pradesh, and 
attempted to delineate the factors that 
contribute to good or poor schobi 
achievement by studying a small number ol 
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schoolsindetBiLRvedistrictfwereielocicd, 
and the&e formed different orea types 
(Table I). 

A cluster of 11 to 12 villages were chosen 
in each district, and tests in Hindi and 
arithmetic were administered to 2,159 
students from 59 schools. The mean scores 
per district were os in Table 2. 

The mean scores showed systematic 
improvement from a very underdeveloped 
to less developed to developed rural area, 
and again from semi'Uihan to privileged 
urban areas. In attempting to unckrstand the 
variation in achievement scores, the authors 
studied the schools in great detail. The main 
conclusions about the ‘correlates of 
achievement' were; 

Instilutional duu-acteristicy. Achievement 
scores showed a systematic improvement if 
betterinfrostructural facilities were available 
in the schooI.Even though all the rivcdistricis 
were located in the same slate aiul shared 
a common educational system, the schools 
in these districts were not alike. Table 3 
illustrates how infrastructural facilities varied 
across districts. 

Most government elementary .schools in 
Madhya Pradesh have fewer than five 
teacherseven though all these .schools consist 
of five separate grades. The result is that a 
single teacher has to teach more than one 
class at a time (often called ‘multigrade 
teaching’). Usually, in government schools, 
one teacher is posted for every 40 children. 
Since mn.st rural schools have very few 
students, (this is specially true for tribal areas 
where population density is low, and school 
drop-oiit rate high) only one or two teachers 
are posted to the.se schools, and they teach 
children of all five grades. Multigrade 
teaching of the kind in which the teacher 
taught more than one cIilss at a time was 
negatively correlated with achievement. In 
contrast, multigrade teaching of the kind in 
which teachers specialised in different 
subjects, but taught only one class at a time, 
was practised usually in city private schools, 
and was positively correlated with 
achievement. 

Achievement corresponded to the 
qualifications of the teachers, specially when 
the qualifications were very poor or very 
good. Particularly, scores were lowest when 
teachers had had less than ten years of 
schooling, and highest when teachers 
possessed a nucsters degree. Achievement 
improved if the teacher had undergone 
professional training. As in the previous two 
instances, on moving from least developed 
to most developed areas, better qualified and 
more trained teachers became available. 
Learner characteristics: Pre-school 
education had a positive correlation with 
achievement, and students from urban 
localities were more likely to have gone to 
pre-school. 
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" Children from ctdtiyator familta acotjtxl 
lireloweslniddibrefiomtndeiftiiimwnn 
and professional families scored the highest. 

The higher the educational level of the 
parents, the greater the achievement scores, 
especially if the parents had been to 
uni versity. University educated parents were 
mostly from urban areas. 

Intra-district variation: Not only did 
achievement scores vary between the 
districts, but they alMi varied widely within 
schools of a single district, os illustrated by 
the following tables (these tables have been 
constructed from data available in Govinda 
and Verghese (1991)): 

Rather surprisingly, the correlates of 
achievement, i e, infrastructure and facilities 
availablcatschooLqualificationsofteachers, 
etc, which explained variations in .scores 
between districts, did not explain di iTerences 
among schools in a single district. Within 
a district, achievement scores varied among 
schools that had similar infrastructure and 
facilities. For example, in Mandla district all 
schools had very inadequate facilities, but 
there were wide differences in mean 
achievement scores of different .schools. In 
Rewa and Rajnandgaon, mean scores of 
schools with poor facilities were higher than 
those of .schools with better facilities. In the 
districts Gwalior and Indore, urban 
government schools were invariably better 
equipped than most rural schools, but had 
lower mean achievement scores. The NIEPA 
study concluded that variation in the mean 
achievement scores of schools located in the 
.same district was a function of different 
teaching styles and management practices. 
The performance of the teacher, his 
commitment to the school, and the quality 
and quantity of his effort, were the main 
cause of intra-district variation in mean 
achievement scares. 

n 

Village Levd Study 

‘This study explores in greater detail the 
variations in learning outcomes across 
schools, by using village level data rather 
than aggregating data at the district or state 
level. It attemfgs to make the results of both 
the studies quoted above more consistent 
and meaningful, by taking into account the 
milieu in which schools are situated. One 


S^tiMt 'ili tbia study it ' that i%e 
' £ativodaaRien'nir^*urban*,whidilMBbeeo 
used in the NCBlTstudy, and is in fact used 
in most studies, is inad^uate, to the point 
of becoming incorrect for undentanding the 
characteristics of an area or a population. 
The rural-urban dichotomy hides more than 
it makes explicit. 

The NIEPA study makes finerdistinctions 
among five kinds of districts, rather than a 
simple rural-urban division, which is a step 
in the right direction, and is justified by the 
finding that learning outcomes vary ' 
systematically across the five different types 
of districts. This study illustrates that though 
the classification of the NIEPA study is an 
improvement on the simple rural-urban 
divide, it i.s not systematic, and has not been 
given enough weightage, or understood in 
adequate detail, to really contribute towards 
an explanation of varying school quality. It 
is noteworthy that as per the NIEPA study, 
tangible, easily ob.scrvable factors like school 
infrastructure and teacher qualifications 
account for inter-districi variation of mean 
achievement scores, but intra-district 
variation is explained by insubstantial 
factors such as the way in which the teacher 
organises her time, if intra-district variation 
in learningoutcomes is a functionof teaching 
styles, then one must also know why leaching 
styles vary so widely, and lead to such 
disparate outcomes across schools in a 
common system. Are these accidents, 
distributed randomly, depending on the 
individual teacher posted in a school, or is 
there a pattern? 

This study focuses on the village and the 
village school as a unit of analysis. The 
argument is that achievement .scores vary 
across schools becau.se villages within a 
district arc different from eachother. Further, 
these differences are not random, but tie 


Table 2 


Locality 

Grade 4 

Grades 


(Mean Scores) (Mean Scores) 


Hindi 

Maths 

Hindi 

Maths 

Mandla 

2.3.6 

13.9 

31.0 

21.9 

Rewa 

.34.8 

29.5 

44.2 

35.9 

Rajnandgaon 

42.9 

2.3.0 

48.4 

38.9 

Gwalior 

4S.I 

39.8 

.58.9 

53.4 

Indore 

57.0 

49.4 

65.6 

.55.7 

Total 

47.1 

22.7 

57.1 

48.6 


Table i 


Distnet 

Area Type 

Per Cent Rural 

Per Cent SC 

PerCemST 

Literacy 


Population 

Population 

Population 

Rate 

Indore 

Privileged urban zone 

30.0 

15.6 

4.7 

49.0 

Gwalior 

Seini-uiban area 

45.0 

20.5 

2.8 

39.6 

Rajnandgaon 

Developed rural area 

87.6 

9.4 

25.3 

26.5 

Rewa 

Less developed rural area 

86.9 

, 13.7 

12.1 

25.2 

Mandla 

Highly underdeveloped 






rural area 

92.9 

5.2 

60.4 

22.9 
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specific dimensions. Thesedlmeraions 
in turn are important for explaining not just 
village level variations in achievement, but 
also district and state level differences. In 
more concrete terms, the aim of the present 
study is to assess achievements levels of 
elementary school children belonging to 
different villages, and hencedifferent schools, 
in a single district, and depict the pattern in 
which achievement scores vary. 

Seven villages of Bhopal district were 
selected on the basis of certain area 
characteri.stics, which were apparent at first 
visit (Table 6). 

The population under study were fourth 
and fifih grade children of these villages. In 
each village there was only one government 
elementary school, except inTumrha where 
there were separate schools for boys and 
girls. Tests were administered to both fourth 
and fifih graders, rather than only to fourth 
graders because the NCERT .study had 
reported the curious result that fifth 
graders achieved lower scorc.s than fourth 
graders. 

Two mo.st ba.sic te.sLs that had been utilised 
in the NCERT study were used as te.sting 
instruments after obtaining pennis.sion from 
the director of NCERT. Thc.se two te.sts had 
been constructed to examine numerical and 
linguistic skills of fourth graders at a level 
of complexity that they arc expected to have 
mastered. Both these tests were in the form 
of multiple choice questionnaircs, in which 
children had to select the correct answer 
from the four choices offered. For M.adhya 
Pradesh, the reliability coefficients for the 
numerical and linguistic ability tests were 
0.88 and 0.90, respectively. 7110 total .score 
obtained on each test was simply the number 
of correct answers. 

However, very soon after the tests were 
administered in a couple of schools, it became 
clearthatthcy were way beyond thecnpacitics 
of most children, and therefore were not the 
best po.ssiblc instruments for discriminating 
among the children. If most children got a 
.score below 25 per cent, it would not be 
possible to discern any patterns of variation. 
To redress this shortcoming, similar tests 
constructed by NCERT to a.s.scs.s numerical 
and reading skills of children studying in 
grade two (hereafter lower level tests) were 
administered to the sample population, i e. 
children of grades fourand five' in all villages 
except Nccibarh.- The logic was that if the 
original tests meant for fourth graders 
(hereafter higher level tests) were so di fficul t 
that hardly anyone scored over 50 per cent, 
then tests meant for a lower level would tap 
the variations in learning outcomes better, 
as well as meaningfully indicate the actual 
level of children's skills. 

The tests were administered to all fourth 
and fifth grade children present on the day 
of the test, with the permission of the teacher. 


Advance notice of the specific date for the 
test was not given. In 1\invha. because of 
a very large class-size, a random sample 


consisting of only half the cla.ss was drawn. 
At the beginning of each test, the task was 
explained to children. The tests were 


Tabix? 


Region 



School Building 

Separate Class Rooms 

Playground 

Drinking Water Toilet 

Mondla 

25 

0 

8 

58 0 

Rewa 

«>2 

8 

83 

.80 17 

Rajnundgaon 

l(K) 

18 

37 

82 46 

Gwalior 

l(X) 

58 • 

67 

8.1 75 

Indore 

KXI 

92 

67 

75 75 

Total 

83 

36 

53 

69 42 


Table 4 


Locality 


Hindi. 


.gratlt.4 


Maths 


Highest Mean Score Lowest Mean Score Highest Mean Score Lowest Mean Score 



in any School 

in any .School 

in any School 

in any School 

Mandin 

50.(XI 

5.00 

61 (K) 

.«.67 

Rewa 

65.(X) 

32.46 

59 25 

8.75 

Kajiiandgaon 

.5.5.81 

.11.94 

42 47 

14.29 

Gwalior 

64.55 

23.58 

6.5.12 

18.27 

Indore 

83.4.1 

15..1() 

77.41 

5,44 

Table 5 

Lucaliiv 


_Grade 5_ _ 




Hindi 


Maths 


Highest Mean .Score 

Lowest Mean Score 

Highest Mean Score Lowest Mean .Score 


111 Any School 

in Any School 

in Any .School 

in Any .School 

Mandia 

46..50 

I7.(X) 

31 67 

2.(XI 

Kewa 

78..50 

26.(X) 

66 50 

15.44 

Kajnandgaun 

62 33 

32.66 

‘61.25 

21 17 

Gwalior 

76.02 

31..18 

73.05 

.'7 80 

Indore 

88.44 

25.67 

81.72 

8.48 

Table 6 

Name of 

Location 


Hniad Population 

Village 



Characlerislics 


Nccibarh 

Raliburh 

Kckadia 


Raianpur 

Sadak 

Tumrha 


Koianpur 


Paiania 


Liieuletl on a slate highway at a distance of 
of 11 kins from Bhopal. 

Located on the same stale higliway at a 
disiancc of l.t kms from Bhopal and 
2 kins from Neetbarh. 

Located 16 kins from Bhopal, off the main 
road, .t.S kms from Ralibarh. Only unpaved 
road for llic.se .1.5 kms. Access difncull. 

Located off the stale highway, 1.5 kms away 
from Bhopal, connected by ii laired metal ni.nd. 

Located off the highway, .<2 kms away from 
Bhopal, bill connecled by a tarred metal road. 

Located 1 kins from Tiiinrha. 1.. kins fmiii 
Bhopal but not connected by meial road. 

To reach the village, one has to travel 3 kms 
by an unpaved road. 

Location very similar to Ratonpur. Located 
.2.5 kms from Tumrha. .14.5 kms from Bhopal 
and not connecled by metal road. To reach 
the village, one has to travel 2.5 kms on an 
unpaved road. It is technic.rlly u pan of 
Tumrha. but functionally is like a sep.-irale 
village like Raianpur. 


Comprises ol a mainly Hindu 
(Kipiilaiion of all casles* 

80 |)er cciii ol tlir villagers 
are upper castes, i e, bruiimms. 

Mainly inbal population. 

People Euv bilingual They speak 
a tribal diaicci (Gondo in the 
village, but Hindi with oulsiden. 

Usual cosic cninposilion os 
III Nccibarh 

Largest village in terms of popul¬ 
ation in Bhopal ilisinci Usual 
ciLsiu composition as in above 

Usual coNlc composition as 
in above. 


Usual caste composition os 
in above. 


* This is the norm in Madhya Pradesh. 
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adminixtered at power tests, i e, there was 
no time limit and answersheets werecollect- 
ed when 90 per cent of the children had 
finished. Detailed information was collected 
about each child.This information wasdivided 
into two categories, and scored so that each 
child had a socio-economic score and a 
literacy score. The socio-economic score was 
the score for each child was simply the total 
score obtained according to criteria as in 
Table A. The literacy score was the score 
for each child was simply the total score 
obtained according to the criteria as in 
Table B. 

Rather than classify villages along a Te.ss- 
developed'. ‘more-developed’ kind of 
generalised dimension, as in the NIEPA 
study, more concrete data about village- 
level institutions was collected as follows; 

(1) Caste composition of the village,' and 
number of persons below the poverty line. 
The latterdata however, had to be abandoned, 
because it was not reliable. Instead of people 
registered below the poverty line, the 
percentage of scheduled caste and scheduled 
tribe population in a village, i e, people who 
have traditionally been at the lowest rung 
of the socio-economic ladder, seemed a mure 
reliable and accurate village characteristic. 

(2) The contact of the village with the larger 
world, which can also be seen along the lines 
of ‘becoming modem’, or non-traditional 
influences and institutions as observable 
through following: (a) Approachability of 
the village from Bhopal, i e, the case with 
which the village could be reached from 
Bhopal. This indicated the likelihood of 
people visiting the village from Bhopal, as 
well as the frequency with which the villagers 
were likely to visit the city, (b) Number of 
government institutions in the village, i e. 
the presence of village level bureaucracy, 
which usually consi.sts of outsiders. These 
are also people who are engaged in non¬ 
agrarian oecupations, and do some 
paperwork, (c) The ‘market’, i e, number of 
shops (per thousand persons) in the village 
which generally involve .some amount of 
purchasing in the city, and the movement 
of products of various kinds from the city 
to the village. Presumably, people who run 
these small shops keep accounts of some 
sort, (d) The literacy environment of the 
village in terms of availability of pnnted 
matter such as newspapers and stationery, 
which invariably comes from the city. The 
above variables were scored according to the 
following criteria (Tabic 7). 

The seven villages had the following scores 
(Tabic 8). 

Data about the characteristic.s of the school 
was also collected. All the seven schools 
were located in the same district, and 
administered by the same district level officer. 
They were all short on space, had run-down, 
unattractive buildings, no furniture, books 


or toys. Scoring them in tenm of phyaiod 
inftattructureorteilities was pointless, since 
there was little to choose among them. 
Variation in school quality therefore, was 
largely a function of the quality of teaching. 

Though all these schools had five separate 
grades, none of them had more than four 
teachers,^ and in Kekadia there was only one 
teacher. In all the schools there was some 
degree of ‘multigrade teaching’, i e, one 
teacher taught more than one class at a time. 
However, there is a great deal of difference 


Name of 

Tmu9 

Number Number 

Number of 

School/ 

of 

of 

Students 

Village 

Teachers Stodentt per Teacher 

Neelbarb 

4 

200 

SO 

Ratiborh 

4 

127 

31.8 

Kekadia 

1 

84 

84 

Ratanpur Sadok 2 

62 

31 

Tumrha 

4 

168 

42 

Ratanpur 

2 

82 

41 

Patania 

2 

64 

32 


Table A 


Caste 

Score Land 


Score Poverty 

Score 

Scheduled caste/ 

1 

Landless 


1 Below poverty line 


Scheduled tribe 





Minority 

2 

OS acres 


2 Above poverty line 


Backward caste 

3 

S-20 acres 


3 


Other 

4 

more than 20 acres 

4 




Table B 



Father’s Education Score 

Moihers’s Education 

Score 

Environment at Home 

Score 






Yes No 

Illiterate 

1 

Illiterate 

1 

Helped with homework 

0 

Elementary school 

2 

Elementary school 

2 

Family gels daily newspaper 

0 

Less than tenth grade 3 

Less than tenth grade 

3 

Family gcLs magazines 

d 

Up to tenth grade 

4 

Up to tenth grade 

4 

Availability of story-books 

0 

Up to eleventh or 

5 

Up to eleventh or 

5 

If the child reads broks other 

0 

twelfth grade 


twelfth grade 


than text-books 


College 

6 

College 

6 




TABin 7 


Yes No 


Approach from Bhopal (.S0>distance m km.s from Bhopal) divided by 5 
+ On main road 

■s 10- (2* Distance on mud road) 

Covemmeni presence Location of following in village; 

Thana 
+ Panchoyal 
+ Palwiiri head quarter 
+ Fair price shop 
.f Middle school 
+ High school 
■r District model school 

Market Number of shops per thousand persons 

Literacy Numbei of newspapers per thousand persons 

Location of following in village- 
■r Middle school 
+ High School 
+ Model school 

+ Availability of books/magazines in the village 
+ Availability of stationary in the village 


2 


2 

2 

2 

2 

2 

2 

I 


2 

2 

T 

2 

2 


I 


0 


1 

1 

0 

1 

I 


Modernisation score = Sum of scores of approachability, government presence, market and literacy 
Communication score s Sum of scores of approachability and literacy. 


Tables 


Name of 
Village 

Total 

Population 

Percent Per Cent 
SC ST 

Per Cent Approac- 
SC and ST hability 

Govt 

Presence 

Market General 
Score Literacy Score 

Neelborh 

778 

2.‘5.6 

111 

.36 6 

19.8 

9.0 

20.6 

51.0 

Ratibarh 

969 

14.6 

3.5 

18.1 

19.4 

13.0 

20.6 

48.2 

Kekadia 

1084 

8.1 

64.0 

72.1 

10.8 

8.0 

0.9 

6.8 

Ratanpur 

Sadak 

902 

I.V9 

8.3 

24.2 

18.0 

9.0 

7.8 

32.8 

Tunvha 

3840 

28.9 

0.9 

29.8 

14.6 

II.O 

7.8 

17.5 

Ratanpur 

604 

22.4 

4.3 

16.7 

8.0 

6.0 

1.7 

8.3 

Patania 


Figures not available 

9.1 

6.0 

1.7 

4.0 
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betwen four ieactien handling five dasses, 
and one teacher attempting to teach childien 
ofalllivegredes.Therefore,whenmultigtade 
teaching is involved, the number of grades 
a teacher teaches is an important issue. In 
this case, since all schools had the 
number of classes, the absolute number of 
teachers could be used as a measure of the 
degree of multigrade teaching (absolute 
number of teachers is an inverse measure, 
i e, the greater the number of teachers, the 
smaller the degree of multigrade teaching). 
A related factor winch has conventionally 
been discussed and analysed is the student- 
teacher ratio, i e, number of students per 
teacher. This variable was included in the 
analysis. However, in the context of 
multigrade teaching, the student-teacher ratio 
is not a complete, or even the most relevant 
measure of the teacher's capacity to give 
intention to students (Table 9). 

Preliminaiy data about qualifications of 
the teachers, background, etc, were collected 
but not used because (a) the teachers did not 
vary much in qualiflcations or background 
from school to school and (b) al I the chi Idren 
in the sample had completed at least four 
years of schooling, during which they had 
encountered different teachers. In order to 
say conclusively that some specific quality 
of the teacher made a difference, an 
investigation of at least f ouryears of teaching 
in each school was required. Ibis was not 
necessary till the much broader catena 
mentioned above had been ruled out. This 
approach vanes from the more conventional 
theory that in rural areas, the teacher is all 
important [Govinda and Verghese 1993]. 
The point here is not to deny the importance 
of teaching quality, but to look for broader 
factors before assuming thatit is all important. 

The one uncontested, and consistent 
finding about elementary school education 
in rural Madhya Pradesh is that children 
seem to know very little. This was confirmed, 
though the 'depth' of the problem appears 
even greater than what the NCERT results 
suggest. The two higher level tests used in 
this study were the same as in the NCERT 
study.and the scorescanbecompared directly 
(Table 10). 

The sample of this study was drawn from 
a single distnet, whereas the NCERT sample 
IS representative ofthe whole state. Therefore, 
an asseition that the NCERT scores are biased 
upwards is not warranted. But, it may be 
pointed out that the NCERT study itself 
mentions that yet another study using the 
same instruments reported results that were 
IS per cent lower. Also, in the Madhya 
Pradesh sample of the NCERT study, thm 
were many blank answer sheets. It was 
assumedthatthese were aresultof negligence 
inadministiBtionoftests.andwerenot scored. 
In fact, in this study, many children handed 
in blank answer sheets because they could 


not read the questions, and dieae were given 
a score of zero. The scores on the lower-level 
tests iliustraie the poim (Table lOc). 

The lower-level tests tapped only the very 
basic numerical and reading skills. For 
instance, the Hindi test consisted of 12 small 
exercises. Each exercise contained four 
pictures, and four sentences of five to six 
words, written in bold letters. Childrm had 
to match each of the pictures with the sentence 
which desenbed the picture by drawing a 
lineconnecting the two. Children who could 
not do even 50 per cent of the exercises 
correctly can only be called illiterate, and 
this was true for70 4 per cent fourth graders, 
and 40.9 percent fifth graders. Further, none 
of these children can be expected to be good 
at mathematics, or science, or any other 
subject, because these subjects are taught on 
the assumption that children can read. The 
result that 86 I per cent fourth graders, and 
68.4 per cent fifth graders cannot add, 
subtract, multiply and divide, as shown by 
the lower level maths tests, follows. In fact, 
hardly any child could read silently, or even 
fluently Almost 41 per cent children will 
“complete” elementary school education as 


near or total illiterates. 

The data for all the schools was pooled 
together, and bivariate correlation 
coefficients between test scores, and 
individual socio-economic and literacy scores 
gave the following results; (1) The socio¬ 
economic score was positively correlated 
with the literacy score. The correlation 
coefficient varied between 0.33 and 0.48 
(paO.OI) for different tests. (2) The socio¬ 
economic score had a very small positive 
correlation with test scores. The correlation 
was larger for language tests, the highest 
coefficient was 0.33 tor the lower level Hindi 
test for grade 5 (ps^O 02). The second largest 
correlation coetticient of 0.32 (pa0.02) was 
obtained for the higher level Hindi test 
administered to fourth grade children. The 
rest of the correlation coefficients were snmil, 
positive and not significant. (3) Since 
achievement scores had only a weak 
correlation with the socio-economic status 
of the children, the data were regrouped to 
form broader categones. Scores of the SC/ 
ST students were compared with scores bf 
non SeVST students, and scores of students 
from families below the poverty line were 


Tails IOa 


(Per ceiU) 


Correct 

Answers in Maths 

Fourth Graders Who 
Answered Correctly 
(Cumulative Totals) 

Fifth Graders Who 
Answered Correctly 
* 

Children in 
NCERT Study Who 
Answered Correctly 

88-100 

0 


0 

0 

76-100 

0 


0 

3 0 

6!i-l00 

0 


0 

9 3 

54-100 

0 


0 

106 

43-100 

0 


24 

22 2 

.32-100 

23 


84 

39 3 

21-100 

93 


31 0 

666 

10-100 

46 5 


56 0 

94.6 

0-100 

100.0 


1000 

1000 



Table IOb 







(Per Mill) 

Correct Answers in the Fourth Graders Who Fifth Cuoden Who 

Children in 

Reading Comprehension Answered Correctly Answered Correctly 

NCERT Study Who 

Test in Hindi 

(Cumulative Totals) 


Answered Correctly 

100-89 

0 


0 

1 3 

100-77 

0 


0 

9 1 

100-67 

0 


66 

170 

100-56 

2.3 


10 5 

21.6 

100-44 

68 


19 8 

38.0 

100-33 

159 


29.0 

.50.5 

100-21 

47 8 


51 3 

70.3 

100-10 

65 9 


Til 

83 0 

100-0 

1000 


1000 

100.0 



Table IOc 



Per Cent of Children Who Answered the Following Per Cent of Answers Correctly 

Maths 

100-76 

100-51 

100-26 

• 100-0 

Graded 

0 

139 

50.0 

100.0 

Grade S 

139 

31 6 

71.8 

100.0 

Hindi 





Graded 

120 

29 6 

47 2 

100.0 

Grade 5 

35 3 

59 1 

76.5 

100.0 
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compared with those not below the povetty 
Uae. The SOST studentt had mean scores 
lessthantbenon-SCVST students in six testing 
situations out of eight, and all these 
differences were significant. For two cases 
in which this relationship did not hold, the 
differences were not significant. Students 
below the pov«iy line also tended to have 
tower scores than those above the poverty 
line, but only two of these differences out 
of eight were significant. (4) The literacy 
scores had a very small positive correlation 
with test scores, and none of the correlation 
coefficients were significant. The largest 
correlation coefficient 0.20 (psO.OS) was 
obtained for the higher level maths test 
administered to grade five. By and large, the 
literacy status of the parents varied in a small 
range. Hardly any parents were college 
educated. Most had had some amount of 
schooling. 

As in the major studies quoted above, the 
performance on all tests varied a great deal 
across the villages, i e, the mean scores were 
not the same for each school, and were not 
distributed randomly either. Four tests were 
«lministered to two grades in almost every 
school, so that tests were administered eight 
times in each school. and a consistent pattern 
emerged, as can be seen from Table 11 
Scores tended to be consistently higher tor 
Ratibarh and Neclbarh than forother schools. 
The scores for Ratanpur, Pataniaand Kekadia 
were consistently low. Further, the i-scores 
indicated that: (1) The difference between 
the mean scores of Neelbarh and Ratibarh 
was never significant, in all four testing 
situations, i e, the performance of these two 
schools was consistently similar. (2) The 
scores for Ratanpur Sadak were not different 
significantly from scores of Ratibarh for 
lowerieveltests.butweresignificantly lower 
than scores of Neelbarh and Ratibarh on the 
higher level tests. (3) In most instances, the 
difference between the mean scores of 
Neelbarh and Ratibarh on one extreme, and 
Ratanpur, Patania and Kekadia on the other, 
were significant. These relationships were 
specially cleai in the case of fifth graders 
in the higher level Hindi and lower level 
maths tests, in which the scores on Ratanpur, 
Pataniaand Kekadia were significantly lower 
than those of Ratibarh and Neelbarh in all 
nine testing situations. The scores of fifth 
graderson higher level Hindi and lower level 
maths tests were the most meaningful for 
interpretation, because there was a great deal 
of variation among the scores of different 
children, i e, these tests were of a level that 
they differentiated well among different 
children. No child performed well on the 
higher level maths test, so that there was not 
much variation among scores. Almost all 
fourth graders did badly on all tests, so that 
scores among fourth graders did not show 
much variation. (4) Differences in the mean 


acmes of Ratanpur and PMania were not 
significant in seven testing situations out of 
eight. Difterences between Ratanpur, Patania 
and Kekadia were not significant for both 
the lower level tests and the higher level 
maths test. On the higher level Hindi test the 
mean test score in Kekadia was significantly 
lower than that of Ratanpur and Patania. 
This may be because people in Kekadia are 
bilingual. But too much weight cannot be 
attached to being bilingual alone, because 
this difference does not show up on the 
lower level tests, and both the maths tests, 
which have to be read and understood also. 
(S) Mean scores for Tumrha were 
significantly lower than mean scores of 
Neelbarh and Ratibarh on the higher level 
tests and the lower level maths test. On the 
lower level Hindi test however, the scores 
in these three schools were not significantly 
different. Mean scores for Tumrha were not 
significantly different from to the mean scores 
of Ratanpur and Patania, in any testing 
situation, but for lower level tests they were 
higher. (6) If the schools were to be ranked 
on the basis of these results, Ratibarh and 
Neelbarh would be ranked first, Ratanpur 
Sadak second, Tumrha third, Ratanpur and 
Patania fourth, and Kekadia last. 

Correlation coefficients among various 
village and school characteristics were 
estimated. These indicated the interaction 
amongthese variables.The important results 
are; (I) The four village charactenstics of 
approachability, government presence, 
market and literacy environment were highly 
and positively correlated with each other. 
The scores on the four village characteristics 
mentioned above were added up to make an 
“modernisation score" for each village (2) 
The modernisation score had a high, positive 
and significant correlation with the absolute 
number of teachers in the schools (r=0.76, 
p=0.05). It had a small, negative and 
insignificant correlation with the number of 


students per teacher. This meaiistlutbecauM 
of the norm of posting one teachmr per 40 
students, there are more teachers in the 
modernised villages mainly because of the 
presence of a Imger numbo- of students. (3) 
There waaa very high positive correlation 
between the student-teacher ratio, and the 
percentageofSOSTpopulationinthe village, 
(is0.99, psO.OOl} i e, in villages with large 
shares of SCVCTpopulations there were more 
students per teacher. There was alsoanegadve 
correlation between the absolute number of 
teachers and percentage of SC/STpopulation 
(n=-0.S9, psO.2). (4) There was a negative 
correlation between the degree of 
modernisation, and the percentage of SC/ST 
population, though the significance level 
was not in the acceptable range (r=-0.48, 
p=0.33). 

For each school, the mean test scores of 
all four tests of grade five children were 
added up to give a single score. Each school 
now had one score that summed up the 
performance of the children on all four tests. 
This score was regressed on the village 
modernisation score and the per cent of SC/ 
ST population in the village, and the following 
result was obtained: 

Dependent variable : Total score on ail four 
tests for grade 5 

Independent - 1 Village modcroisotinn 

vanables score 

2 Percentage of SC/ST 
population in the 
village 

Multiple R 0.9.3 

R square 0.86 

Adjusted R square 0 72 

Standard error 22.82 

Analysis of variance 

DF Sum of Mean 
Squares Square 

Rgtession 2 6373.5 3186.7 

Residual 2 1041.5 520.7 

F = 6.1 Significant F = 0.1 


Table A 


Variable 

Variable Coefficient 

Standard Variable Coefficient 

T Score 

Significant T 


lor Sample 

Error 

for Population 




Per cent SOST 

-0.48 

0.67 


-0.24 

-0.71 

0.55 


Modernisation 

score 1.02 

0.45 


0.76 

2.26 

0.15 


Constant 

107.05 

43.78 



2.44 

0.13 




Table 11 










(Per vent mean score) 

Name of 

Higher Level 

Higher Level 

Lower Level 

Lower Level 

Village/School 

Maths Test 

Hindi Test 

Maths Test 

Hindi Test 

Grade 

5 4 

5 

4 

5 

4 

5 

4 

Neelbarh 

19.3 11.6 

46.4 

28.4 

Test 

not administered 


Ratibarh 

20.2 10.7 

42.0 

23.6 

51.3 

44.0 

77.9 

70.6 

Kekadia 

10.7 

0 


29.3 


60.0 


Ratanpur Sadak 

9.1 0 

17.0 

4.1 

77.7 

50.0 

87.9 

87.5 

Tumrha 

10.2 

16.1 


33.7 


71.2 


Ratanpur 

9.6 9.8 

23.0 

15.0 

23.3 

13.7 

59.6 

22.7 

Patania 

12.7 8.0 

15.2 

17.7 

37.3 

37.8 

56.2 

56.2 
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The Mxm on all five tests for gnde five 
was also regressed against the school 
variables, I e. numberof teachers and number 
of students per teacher. The results were as 
follows: 


Dependent variable : Total scoreforgradeSon 
all four tests 

Independent : I Number of teachers in 
variables the school 

2 Number of students 
per teacher 


Multiple R 0.66 

R square 0.44 

Adjusted R square 0.06 

Standard error 38 58 


Aiuilysis of variance 


OF Sum of Mean 
Squares Square 

Rgression 2 34S3.2 1726.6 

Residual 2 4464.4 1488.1 


F = 6.1 Significant F = 0.14 


By comparing the R squares of the two 
regressions, it can be seen clearly that the 
explanatory power of the first model, 
based on the characteristics of the villages, 
i e, the percentage of SC/ST population 
and the modernisation score is much 
greater than that of the second model that 
uses the school quality variables of the 
absolute number of teachers and the number 
of students per teacher. Though the school 
quality variables are highly correlated with 
the village characteristics, and have a 
definite relationship to them, the variation 
in mean scares on tests is explained better 
by the village charactenstics. A glance at the 
data confirms this point. The number of 
teachers in Neelbarh, Ratibarh and Tumrha 
arelhesame.bulTumrhahaslowerscores on 
tests, in keeping with the modernisation score. 
Similarly, the student-teacher ratio in 
Ratibarh is lower than that of Neelbarh, but 
the mean test scores in the two villages are 
similar, in keeping with the modernisation 
score. 

The test scores were now regressed 
against each component of the 
modernisation score and percentage of 
the SC/ST population. Of the four 
components, government presence had the 
lowest explanatory power, (R square = 
0.65) followed by the variable market 
scofe (R square =0.71). The explanatory 
power of the two variables approachability 
and literacy was actually higher than the 
explanatory power of the total 
modernisation score (R square = 0.91 in 
both cases). A new ‘communicationscore’ 
was made by adding the approachability 
and literacy scores. The explanatory 
value of this variable was even higher, 
(R square=0.92), and gave the following 


result: 


Dependeni vanable : Total score for grade 5 on 
all four tests 

Independent . | Communication score 
variables 2 Percentage SC/ST 

population 

Multiple R 0.96 

R square 0.92 

Adjusted R square 0.85 

Standard error 16.74 

Analysis of vanance 

DF Sum of Mean 
Squares Square 

Rgression 2 6845.3 3427.1 

Residual 2 560.6 280.3 

F = 6 I Significant F = 0.14 


The mean scores of each test were regressed 
separately on these two variables and 
confirmed the above result. The language 
tests had a better fit in the regression 
equations, i e, achievement in language was 
afi'ected by the characteristics of the village 
more than achievement in mathematics. 

An assessment of achievement at school 
is incomplete without at least some idea of 
the drop-out rate, and the phenomenon of 
some children attending school only 
sporadically, or not at all. An attempt was 
made to trace such children between the ages 


of ei|^ and ten, who ihould have been in I 
grade four or grade five, but did not go to ! 
school in all the seven villages. The 
villagewise data on dropping out of school 
and habitual absenteeism was as in Table 12. 

Mostly, children start skipping school to 
look afieryoungersiMings. At theelementary 
school stage,achild is not capable of earning 
very much, but can be useful at home. All 
rural children of this study, even the ones 
who were tairt y well off, helped significantly 
with domestic work. Fetching water (which 
is a major chore) and looking after yixmger 
siblings were the two most common activities. 
However, most children, specially those 
living near town, combine their work with 
school. But, as a study of 20 villages in UP 
and Bihar{ Agricultural Economics Research 
Centre 1971] has shown, poor children and 
childipi from scheduled castes and tribes are 
most likely todropout of elementary school. 
Also, women belonging to scheduled castes 
and scheduled tribes are more likely to work 
as manual labourers outside the home than 
are upper caste women, and children from 
these categories are then needed to take case 
of siblings. 

In Kekadia, there were many children who 
attended school very sporadically. There may 
well be more children in the village who 
have never registered at school at all. In fact, 
in Kekadia, it is a known 'fact' that the 


Table B 


Variable Variable Coefficient 

tor Sample 

Standard Variable Coefficient 
Error fur Population 

T Score 

Significant T 

Student - teacher 
ratio 

- 1.03 

I.OI 

-0 52 

-1 02 

0.38 

Number of teachers 

6.74 

16 73 

0 20 

0 40 

0.71 

Constant 

169.7 

76.8 


221 

0.11 


TabieC 


Variable 

Vanable Coefficient .Standard 
for Sample Error 

Vanable Coellicient T Score 
lor Population 

Significant T 

Per cent SC/ST 







population 

-0.38 

0 49 

-0 19 


-0.77 

0.52 

Communicaiion 







lecore 

1 62 

0.48 

0 83 


3.35 

0.08 

Constant 

99 39 

32 14 



3 09 

009 

Taslc 12 

Name of Numberof Children of 8-iO Years Who ore 


Caste of Such Children 

village 

Either not Enrolled at .School, nr Arc 





Habitually Absent 


SC 

ST 

Minority Other 

Neelbarh 

6 



1 

1 

4 

Ratibarh 

4 



0 

1 

3 

RalOinpur 







Sadok 

1 



1 

0 

0 

Tumrha 

21 



9 

1 

3 S 

Raunpur 

None itaced 





Patonia 

None traced 





Kekadia 

28 



0 

28 

0 
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youii|(eit cliUditn in B fiulriiy are OMMt Hkeiy 
to become literate, since they do not have 
to look after youngo’ siblings. 

A summing up of resuiu: The main results 
of this study be summed up (Table 13). 
(1) An important correlate of achievement 
at school was the link of the village and 
hence thecommunity with the urban centres. 
IliiB link depends on the connection of the 
village with the road network, and also its 
distance from the city. (2) Another important 
correlate of school achievement was the 
literacy score of the village. When more 
printed matter in the form of newspapers, 
books and magazines reached the village, 
achievement at school was better. (3) The 
four variables of modernisation, 
approachability, government presence, 
madcet and literacy score tended to coexist. 
Villages that were more approachable were 
also likely to be higher up on the other 
modernisation variables. (4) Achievement 
was also affected by the caste composition 
of the village. Wheiethcre wasconcentration 
of deprived groups, achievement tended to 
be poor. (S) At the individual level, 
achievement was lower for children from 
deprived backgrounds compared to the 
others, but achievement was not sensitive to 
minor variations in socio-economic 
background. (6) Drop out rate and habitual 
absenteeism was higher among SC/ST 
children, than children of other castes. It was 
specially high where there was a 
concentration of tribal population. 

School Achievement, Location, Caste 
Composition and Poverty 

The school achievementdynamicis played 
out along two dimensions. One, the traditional 
hierarchy, i e, caste, and second, a new, 
modem hierarchy of links with the world 
outside. These two hierarchies interact to 
produce a net result. How a village, or a 
commumtyisranked along these twocriteria, 
is central to the way in which children of 
these communities relate to their school, and 
vice versa. More specifically, when a 
community is situated on one extreme of a 
hierarchy, the effect of the other hierarchy 
weakens, and even disappears For example, 
Neelbarh, Ratibarh and Kekadia lie within 
five km of each other, but a concentration 
of tribal population in Kekadia appears to 
cancel out the eftect that its nearness to town 
could have had. At the same time, Neelbarh 
has oneof the better elementary schools, like 
Ratibarh. though Neelbarh contains twice 
the scheduled caste and scheduled tribe 
populationofRatibarh(36.6percentan 18.1 
percent, respectively). The factthatNeelbarh 
is located very near Bhopal, mitigates the 
caste factor, and in terms of its school, 
Neelbarh is like Ratibarh, an upper ca^te 
village near Bhopal. 


itiswoftlinotiitgl)iatlhetwofiKtorB,caile 
and accessibility of a village from town, are 
linked along a common dimension, poverty, 
theeffect of which, because of unreliability 
of data, this paper has not been aUe to 
explore sufficiently. Thecorrelation between 
poverty and caste, i e. that ‘lower’ castes are 
more likely to be poor is well established. 
Also, a village near a city may well see a 
rise In income, partly because wages tend 
to be higher in the city than in the nirri areas 
(the daily wage rate for unskilled labour at 
present in the city is Rs 65 and Rs 60 and 
in the rural areas of Bhopal district is Rs 60 
and Rs 55 for men and women, respectively), 
and partly because people living in villages 
near the city may find employment in town 
in the non-agricultural season, which the 
other rural labourers may not, and have 
fewer days of unemployment in the year. 

In any case, it is obvious that the quality 
of life in villages that are higher up on the 
modernisation score is better than that of 
villages low«' down on this scale. The 
inhabitants of more modernised villages have 
better roads, better schools, and greater 
availability of reading material such as 
newspapers. The market score shows that 
the more accessible villages have more shops 
per thousand population. This can be an 
indicator of greater purchasing power in the 
village, or, if these shops cater mainly to the 
traffic on the highway, another employment 
opportunity. It is interesting to note that 
Ratanpur Sadak andTumrha, the two villages 
that are off the highway but connected to 
town by a proper road, have the same maricet 
score of 7.8 shops per thousand persons. 
Since these villages are not located on the 
highway, these shops can be assumed to 
cater to the villagers. The market scores for 
Ratanpur, Patania and Kekadia, villages that 
are nouconnected by a metal road, are all 
less than 2, and for Kekadia. whe^e 
inaccessibility is combined with a pre¬ 
dominantly tribal population, the score is 
0.9. Thus one can at least assume that there 
is a general improvement in quality of life 
and employment opportunities as we move 
up the two hierarchies. 

Along with the general improvement in 
quality of life,incomesofindividual families 
are also likely to vary along the two 


hicra^hiet. Not only do onployaaent 
opportunities increase with better 
acoesaihi)ity,but,agticulturalprodoclion^ 
responds to improvement in infrastructure, 
specially creation .of road networks. 
Therefore, thereisreasontoexpectindivkfaal 
incomes to improve, and povrety to reduce 
along with better access. Ideally, the 
relationship among the three factors, (a) 
average income and incktence of poverty of 
a village, (b) the two dimensions of caste 
and modernisation, and (c) achievement at 
school should be mappedexit more precisely. 
Unfortunately, the average income of a 
village is hard to estimate, because 
agricultural incomes can vary a great deal 
from year to year, and much of the rural 
market remains non-monetised. And, to fmd 
out the effect of changing incomes on school 
achievement one would need very accurate 
measures of average income in each village. 
The data on number of people below the 
poverty line, as mentioned above, was not 
very reliable. In the absence of data on 
average village incomes and poverty, this 
study concentrates on the more easily 
observable dimensions of caste and. 
modernisation, with the assumption that 
income and poverty may vary along these 
two dimensions. 

Before proceeding further, one point needs 
clarification. The village Kekadia has been 
taken as an illustrative example of a tribal 
village, and it is in fact inhabited by tribal 
people. However, it is located in Bhopal 
district, which is not predominantly tribal. 
(The people of Kekadia came from Jhabua 
- a predominantly tribal area in search of 
work some 40 years ago, and settled down 
in Bhopal district.) In Madhya Pradesh there 
are several districts which are inhabited 
mainly be tribal people, and elementary 
school education in these districts comes 
under the purview of the tribal department. 
The district Mandia, the lowest achieving 
district in the NIEPA study, is one such 
distrirX. A tribal village in a non-tribal district 
is bound to be administered somewhat 
differently from a tribal village in a 
predominantly tribal district. However, just 
as in the NIEPA study, Mandia shows poorest 
achievement at the district level, so in this 
village level study, Kekadia has the poorest 


TAaue13 


- 

Per Cent Mean Score 
Over all Tests 
Grade 4 Grade S 

Moderni¬ 

sation 

Score 

Commu¬ 

nication 

Score 

Percent 

SC/ST 

Population 

Absolute 
Number of 
leachers 

No of 

Students Per 
Teacher 

Neelbarh 

NA 

NA 

100.4 

70.8 

36.6 

4 

50 

Ratibarh 

37.2 

47.9 

101.4 

67.6 

18.1 

4 

31.8 

Kekaida 

20.3 

25.0 

26.5 

17.6 

72.1 

1 

84 

Ratanpur 

Sadak 

35.4 

47 9 

67.6 

50.8 

24.2 

2 

31 

Tunttha 

NA 

32.8 

50.9 

32.1 

29.8 

4 

42 

Ratanpur 

13.3 

28.9 

24.0 

16.3 

26.7 

2 

41 

Patania 

29.8 

30.4 

26.5 

13.1 

NA 

2 

32 
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icon among ^ the villages. Also, just as 
Kekadla has the highest student-teacher ratio 
among all the villages, Mandla is worst off 
in terms of facilities among the five districte. 
The symmetry between district level data 
and village level data indicates that Kimiinr 
praoesses are at work in both cases. 

An issue that is crucial for school 
achievement in case of tribal communities 
of Madhya Pradesh is that they speak 
language used in books and schools. It is 
very likely that schooling is doubly difficult 
the more removed the child's language is 
from 'standard' Hindi. For this particular 
study howevM, it may be noted that both the 
adults and children in Kekadia are bilingual, 
possil^ly because the village is not part of 
a widCT tribal belt, but is situated near other 
Hindi speaking villages, 'nierefore, in this 
case at least, it cannot be assumed that 
bilingualism, or a different mother tongue 
alone is the cause for low achievement. It 
may be a contributor, but other factors that 
are imponant for other villages cannot be 
ignored. 

The effect of caste and location on school 
success does not operate in a vacuum. How 
accessible a village is, and its caste 
composition have certain practical and 
concrete consequences, which in turn have 
repercussions for the schools, and the 
children. Thebivariatecorrelation (Table D) 
gives a glimpse of the process. 

The four variables that were tapped as 
indicators of non-traditional development, 
i e, approachability from town, government 
presence, and market and literacy scores are 
highly and positively correlated with each 
other, or coexist. Among these four factors, 
accessibility from town appears to be the 
most basic condition. One could arg^e, for 
instance, that as a village becomes more 
accessible, it gets more printed matter from 
outside, an important correlate of school 
achievement, and is also more likely to have 
more shops, especially if it is on the highway, 
plus it is easier to locate village-level 
government institutions in accessible 
villages. On ttie other hand, it is difficult to 
argue that more printed matter, more shops 
and government institutions increase the 
accessibility of a village from town. So that 
in the new hierarchy of the modem versus 
traditional, approachability, or accessibility 
is a basic prerequisite. 

But it does not follow that approachability 
per se affects school achievement. Ease of 
communication leads to several other 
developments, and these include greater 
availability of printed matter, shops and 
government presence. Also, there may be 
many other changes in rural life, especially 
in terms of new opportunities and increase 
in general level of information. The likelihood 
of higher income levels has already been 
mentioned. All these factors may be 


influential in themselves, in terras of 
providing models of non-tradidonal forms 
of employment, as well as sources of 
information. It is difficult to pinpoint any 
one factor as leading to succeuful schools 
but it can be hypothesised that greater 
approachability allows for the kinds of 
influences that make schools more 
meaningful and therefore more successful. 

New AND Old Hierarchibs 

Each of the vanables measuring non- 
traditional influence is negatively correlated 
with the percentage of SCVST population of 
a village, i e, SC7ST populations are located 
in less accessible areas (colloquially known 
as the 'interior') so that the new hierarchy 
tends to build upon the old. But this 
correlation is not perfect, and sometimes 
works in the opposite direction. In Neelbarh, 
which IS very near Bhopal, there are numy 
non-traditional influences even though 
Neelbarh has a higher percentage of SC/ST 
population than Tumrha, Ratanpur and 
Patania, which are iurther from town. On the 
other hand, Ratibarh, a village comprising 
mainly of upper castes, and a very small 
SCfS'T population, has a lower literacy score 
than Neelbarh. Near town, the traditional 
hierarchy weakens. 

However, if modernising influences can 
sometimes make a dent at existing power 
equations, more often it is the hierarchy in 
existence that decides the direction and pace 
of modernisation. Hiat there is no proper 
road to Kekadia, only 16 kilometres from 
Bhopal, speaks for the tremendous impact, 
and importance of the tribal ‘problem’ in 
Madhya Pradesh. Unlike scheduled castes, 
tribal people, an extremely impoverished 
lot, tend to live in little villages of their own, 
and form self-sufficient communities. This 
residential pattern has two consequences. 
One, there is little conflict between the tribal 
and non-tribal communities, and Madhya 
Pradesh remiiin.s a relatively peaceful state. 
Second, ilie modernising influences which 
can cut across traditional hierarchies given 
the right environment, strengthen the tribal/ 
non-tribai gap. 

The variable of 'absolute number of 
teachers', important in the rural Madhya 
Pradesh multigrade teaching scenario, is 
positively correlated with the tour 


modernising variablei, and is negatively 
correlated with the percentage of SOST 
populaiionina village. Similaily.tbe 'number 
of students per teacher* variable is very 
highly and positively correlated with the 
percentage SOST population and negatively 
correlated with the degree of modemisatioii. 
If one compares Ratibarh and Kekadia, the 
relationship becomes even clearer. Thme it 
one teacher in Kekadia, who is expected to 
leach 84 students, and four teachers in 
Ratibarh, for 127 students, i e, one teacher 
for every 32 students. If one teacher were 
to be moved from Ratibarh to Kekadia, there 
would be one teacher lor every 42 students 
in both Ratibarh and Kekadia. as per 
government norms. (It should noted 
however, that even if government norms 
were followed, there would be two teachers 
in Kekadia and three in Ratibarh. which 
would still leave Kekadia worse off on the 
multigrade teaching dimension. Part of the 
disadvantage of tribal communities is natural, 
in the sense that they are less populous, and 
therefore often at a disadvantage. But as in 
the present case, this disadvantage is generally 
exacerbated, rather than compensated.) 

Why, or rather how does this imbalance 
arise? To begin with, teachers dislike being 
posted to Kekadia, because it is not properly 
connected by road, making daily life 
extremely uncomfortable tor anyone who 
has tocommute. Tolivein Kekadiaisequally 
di fficul t, sd that thei e i s a lot of pressure from 
the teachers themsel ves that operates towards 
a lopsided staffing in schools. However, it 
is not just goveniment teachers who don't 
want to teach in Kekadia, but the students 
don’t like to waste their time at school either. 
Though there are 84 students in elementary 
school in Kekadia, less than 20 actually 
attend school with any regularity. In a sense 
a true market dynamic in the supply-demand 
mode operates, both demand and supply 
being very poor, in response to each other. 

Clearly, the effect of hierarchy operates 
on the quality of schooling, and less powetftil 
VI llages get fewer faalities. But dues it follow' 
that it one could ensure the same kind of 
school everywhere, then school achievement 
will be similar in all schools? This question 
can be answered by comparing Neelbarh, 
Ratibarh and Tumrha. All three schools have 
four teachers for five grades. The number 
of students per teacher in Tumrha is 42, in 


Table D 


Ns 7 Approacha- 

bilily 

Government 

Presence 

Market 

Score 

Literacy 

Score 

Percent 

sasT 

Number of 
Teachers 

Gover.iment presence 

0.77 






Market score 

0.89 

073 





Literacy score 

0.95 

0.6 

0 96 




Per cent SC/ST 

-0.41 

-0.38 

-0.47 

-049 



Number of teachers 

0.68 

0.72 

0 83 

0.71 

-0.59 


No of students per teacher 

-0.28 

-.017 

-0.28 

-0.28 

0.99 

-0.42 
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Nedbuh SO, and in Ratibarii 32. So that 
among these three villages Ratibarh is the 
best equipped, and Neelbath is the worst. 
But achievement scores are similar in 
Ratibarh and Neelbarh, and much lower in 
Ttimriia, in keeping with the modernisation 
score ot the villages. Similarly. Ratanpur 
Sadak, Ratanpur and Patania have two 
teachers each, and 31, 42 and 32 students 
perteacher,respectively. But the achievement 
scores for the lower level tests are much 
higher in for the school at Ratanpur Sadak, 
in keeping with a higher approachability and 
literacy score. Moreover, the equation 
regressing achievement scores on the village 
characteristics per cent SC/ST population 
and degree of modernisation has a better fit 
than the regression of achievement scores 
on the school quality factors of absolute 
number of teachers and student-teacher ratio. 
Therefore, while a better school with of an 
adequate number of teachers may be a 
necessary condition for learning, it may not 
be a sufficient one. The contextual factors 
that contribute towards a demand for a better 
school, are also directly significant for 
achievement at school. And simple solutions 
like providing the same number of teachers 
in every school are unlikely to be effective. 

Accessibility and Political Clout 

The meeting of demand and supply in 
these villages sets off a self-sustaining 
process. The state of Madhya Pradesh is 
perennially short of teachers, so that villagers 
frequently make trips to government offices 
to demand that the requisite number of 
teachers be posted to their village school. 
But villagers vary in theirpcrsistence, ranging 
from those who never make this demand 
(like the inhabitants of Kekadia), to those 
who never seem to cease to do so. 

In Madhya Pradesh, a teacher is given his 
or her salary only after the sarpanch (who 
is elected) certifies regular attendance. At 
Kekadia, the sarpanch has flatly asked the 
sole teacher in the school to not to bother 
him with these details, and gives the teacher 
advance certificates of anendance every six 
months, thus effectively cutting out 
bureaucratic ted tape. In contrast, the sarpanch 
of Ratibarh keeps an eye on all government 
servants who work in the village. In a 
nutshell, where demand for education is poor, 
as in Kekadia, the supply remains poor. This 
results in an ineffective school. which further 
reduces demand for education, and so on, 
till a bad school becomes a way of life, 
accepted by ail. 

However, thisdemand-supply relationship 
is not some sort of ‘natural' or inviolable 
principle, but a consequence of the way in 
which the state has grown, and is growing. 
This paper has emphasised that a major 
component of school success appears to be 
the accessibility of a village from town. 
Accessibility operates on both demand and 


supply. Not only are teachen unwilUng to 
work in villages that are not easily accessible, 
but, even in schools that have the same 
number of teachen, e g, Neelbarh and 
T\imdia, achievement of sciwols in less 
' accessible villages (in this case Tbrnrha) is 
poorer, so that it appean that children and 
parents in more modernised villages value 
education more. The lack of a road has major 
consequences for many things, including 
elementary school education. 

m 

Two M^jor Studic i Revisited 

While a village level study was a 
convenient way of studying the school - 
context interaction, it has its limitations. 
Villages within a district can be different 
from each other only in a few ways, and a 
village level study can bring out only some 
of the variables that affect school 
achievement. Accessibility from town 
emerged as a major influmttial fgetor in this 
study. But it would be hasty to assume that 
it is the only major contextual factor that 
affects achievement. All the villages of this 
study were located in Bhopal district, which 
is a semi-arid area, and little success with 
irrigation, which leads to poor agricultural 
productivity. In this particular district, 
nearness to town may be a very important 
part of the process of modernisation, because 
most new opportunities are linked with the 
city. But. in areas where agricultural 
pn^uctivity is high, the integration, or 
communication to and from the cities may 
take place over much longer distances. More 
productive agriculture involves many new 
tasks that require reading and wnting. If 
there is agncultural surplus to be sold, 
accounts to be kept, loans to be taken from 
banks, jobs to be had in the city, literacy 
and numerical skills are extremely useful. 
Moreover, as people become literate, their 
level of information rises, enabling them 
to exploit more opportunities, and a virtuous 
cycle sets in. On the other hand, if a village 
remains isolated and cut off from the main 
market, and from new opportunities, there 
is little incentive for learning to read and 
write. It could be hypothesised that if a 
village IS part of the larger economy, with 
many opportunities and possibilities, basic 
literacy skills become more valuable, the 
demand for these skills increases, and the 
supply follows. 

A repetition of several village level studies 
in different locales would throw up either 
more contextual factors that influence 
achievement, or an underlying general 
variable such as income, poverty or a shift 
from subsistence to more productive and 
market-oriented agricuture, development of 
rural infrastructure and integration with the 
larger economy. Pending such studies, it is 


wofthsHiile to took at same ttata that is 
already available in the two mt^ aludies 
that were discussed at the beginning of the 
p^ter.Thepurposeindiscussingdieaeitudia 
again is two-fold. One, some of the reaults 
of the two studies become more meaidngftil 
in light of the findings of this study. The 
second aim is more explorative in nature. 
Since these two studies woe conducted at 
the district and state levels, they throw up 
sevoal questioru which were out of the 
purview of a village level study. 

The intra-district variation in average 
achievement scores of different villages 
reported in the two major studies becomes 
clearer in light of the result that school 
achievement responds to background 
variables, of which differences among 
villages form an integral part. This study 
showed that villages vary, in terms of titt 
place they occupy on the tractition-modemity 
continuum, and these have an eflcct on school 
achievement. 

In the NIEPA study, the intra-district 
variation in school achievement scores was 
explained on the basis of factors such as how 
a teacher organised his/her time. In fac't, 
these behaviours, i e, giving homework, 
organising time, may emerge in response 
to the nature of the population. Notably, the 
NIEPA study Itself mentions that “some 
teachers in backward rural localities 
expressed that they do not give any homework 
as the learners are not likely to do any such 
work at home. On the other hand, almost 
every learner and teacher in the private 
schools in Gwalior and Indore have i ndcated 
that homework is given and done in a regular 
fashion” (Govinda and Verghese 1993, pp: 
246-47). Where attendance is sporadic, and 
the interest of the students (and their parents) 
in the school tenuous, it may become 
impossible for the teacher to organise and 
prepare for school. For example, the teacher 
in Kekadia menuoned irregular attendance 
as his greatest problem. His strategy, given 
the circumstances, was to concentrate on the 
handful of children who did attend school 
with some regularity. Further, though this 
did not seem the case in Kekadia, the least 
elYective teachers are often posted to far- 
flung villages, where villagers are less likely 
to complain or protest. 

A similar explanation may be found for 
another result reported in both the major 
studies, that theaverage achievement in urban 
government schools was poorer thanavenge 
achievement in rural government schools, 
even though the former schools had better 
physical infrasttuctuie. Ip the cities, only 
poor children study in government schools, 
and the well offi almost always prefer private 
schools. On the other hand, in rural areas, 
there are few private schools, so that almost 
all rural children go to government schools. 
The question needs to be reframed from 
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"whether urban children do better than rural 
children or vice versa”, to "which urban 
children do worse/better than which rural 
chiMm”. 

The context in which a school is situated 
israiely explored in research about education 
in rural areas. At best, some account Ls taken 
of caste, or individual stxio-economic status, 
which is rarely basedon income. This neglect 
can lead to very inaccurate results. For 
example, the NCERT study found that the 
performance of flfth graders was worse than 
the performance of fourth graders, a rather 
puz^ing result. Now, from the NCERT study 
it appears that the sample population of fifth 
graders was much smaller, and different 
from the sample population of fourth graders. 
If these two samples happened to differ in 
terms of the kinds of villages they were 
drawn from then they may nut really be 
comparable. The importance of i ecugnising 
and controlling for context is obvious. 

To quote another example, there has been 
someevidence, based on school achievement, 
that government aided private schools arc 
mure cost-effective than government-run 
schools [Bashir 19941. Without going into 
the merits of the case, it is necessary t«) point 
out that private schools are likely to exi.st 
only in large, well off villages, while the 
government provides schools everywhere. 
What appears to be the dillcrcnce between 
private versus government management 
couldbeadiffercnccoriginatingfrom village 
characteri.stics, if the.se have not been 
controlled accurately. It is necessary to repeat 
that there is no claim that the result that 
privately-run schools are more efficient than 
government-run schintls is wrong. The point 
is that knowledge ol contextual inllucnces 
on school achievement is necessary, not just 
to manipulate contextual factors lor better 
outcomes, but also Ur interpret the clfect of 
school variables correctly, and provide the 
right school-level inputs. 

At the district level the NIEPA study also 
showed that both school achievement and 
the quality ct the school, were functions ot 
the type of district in which the schord was 
located. The major focus of the NIEPA study 
was on delineating how the schools were 
different from each other. A locus on how 
the districts were different Irani each other 
would give equally rich insights. While the 
NIEPA study indicates in ageneral way how 
the districts varied in levels ot development, 
it does not attempt to relate particular variables 
on the development or moderni.sation scale 
with school achievement. If more precise 
variables could be used to classify districts, 
the relMionship Ijctwecn area-type and school 
achievement would bccotnc still clearer. For 
instance, in the five districts ot the NIEPA 
study, school achievement increases along 
with an increasing literacy rate and with a 
declining percentage of rural population and 


SC/ST population. These results are 
suggesttve in themselves. It would also be 
interesting to see the variation of scores with 
agricultural productivity, average incomes 
and incidence of poverty. To know whether 
school achievement corresponds to level of 
infrastructural development, such as road 
networks, would be invaluable from the 
policy point ul view. One may come to the 
concluston lor instance, that it is useless for 
a village to have a school without having 
a road. 

In a similar vein, the comparison across 
states in the NCERT study may be richer 
if It was made along with characteristics of 
the states, such as measures of poverty, 
incomes and development of infrastructure. 
This IS not to say that the way in which the 
education system ot a slate functions is 
irrcievaiil. But. if the interaction between the 
chiuactcri.slicsol the states and school achieve¬ 
ment was understood more clearly, then it 
would be possible to take the right steps to 
improve school quality in a given context. 

Notes 

1 Mostly boll) kinds of tests were adminisieivd 
to leh same children, bul since these tests 
were .'idiiiinisicrrd on different days, the 
sample changed slightly depending on who 
was present or absent on a particular day. 

2 Neciburh got tell out because the school year 
ended belure the new tests could he 
adininistcnid in lire village 

1 Data uhuiii population charactcristie.s was 
taken from census data of 1991 
4 111 Tuniiha there are separate elementary 

schools for boys and girls. However, each has 
four tcaelKTs. so lh.il four teachers iii a school 
IS repic.sciilalivc ol the situation 


i Tests could not be administered to fourth 
graders in Tuinrha. Also, in Kedadiaonly 
une fourth grader was present on the day ail 
of the lest, which is very inadequate as a 
sample * 
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MUMBAI BRANCB 


BALANCE SHEET AS AT MARCH 31.1997 


(Rs. in thousands) 



PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31.1997 


(Rs. in thousands) 


YearEnded YearEnded 
PARTICULARS Schedule 31.03.1997 31.03.1996 


I INCOME 

Interest earned 
Other income 




34,933 

25.487 


TOTAL 

160,420 

EXPENDITURE 


Interest expended 15 

72,771 

Operating expenses 16 

41,047 

Provisions and 


contingencies 

23,101 

TOTAL 

136,919 


89,845 

15,233 


105,078 


57357 

29,781 

8,234 


95372 


in PROFIT/LOSS 


Net Profit for the year 

23,501 

9,706 

Net Profit/Loss brought 



forward 

6.106 

(-)1.659 

TOTAL 

29,607 

8,047 


IV An>R0PRlAT10NS 

Transfer to statutory 
reserves 

Transfer to other reserves 
Balance carried over to 
balance sheet 

TOTAL 

Notes on Accounts 17 
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The De vdopment Bank of Singapore Ltd. 




MUMBAI BRANCH 



SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 3L 1997 

(Rs. in thousands) 

(Rs. 

n thousands) 


As at 

31.03.1997 

As at 

31.03.1996 


As at 

31.03.1997 

As at 

31 03.1996 

Schedule 1 - Capital 

Capital 

Start-up capital as prescribed 
by Reserve Bank of India, 

(includes a sum of Rs.20,00,00(V- 
kept with the Reserve Bank of 



Schedule 4 - Borrowings 

1 Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

ui) Other institutions 
and agencies 

NIL 

100.000 

120,000 

171,200 

510.000 

100,000 

India under Section 11 (2) 
of the Banking Regulation 

Act. 1949.) 



TOTAL (i, ii & iii) 

220,000 

■mi 

313,371 

313,371 

2 Borrowings outside India 

i) From banks 

ii) From others 

NIL 

NIL 

NIL 

NIL 

TOTAL 

313,371 

313,371 




TOTAL (i & ii) 

NIL 

NIL 

Schedule 2 - Reserves and Surplus 

1 Statutory Reserves 

Balance as per last 





Secured borrowings included 
in 1 and 2 above 

NIL 

NIL 

balance sheet 

Additions during the year 

II Capital Reserves 

[Refer Schedule 17, Note 2(a)] 

III Revenue and Other Reserves 

IV Profit and Loss Account 
Balance as per Profit and 

Loss Account 

1,941 

4,700 

724 

NIL 


Sdiedule 5 - Other Liabilities 
and Provisions 

I Bills payable 

II Inter-office adjustments (net) 

III Interest accrued 

IV Others (including provisions) 

TOTAL 

5,224 

1.36 

3,383 

13,243 

21,986 

3,440 

2,584 

8,325 

26,145 

40.494 

24,907 


Schedule 6 - Cadi and Balances 
with Reserve Bank of India 

I Cash in hand (including 



TOTAL: (I, II. Ill & IV) 

32,272 


666 

41,484 

NIL 

311 

75,990 

NIL 

Schedule 3 - Deposits 
. A (1) Demand Deposits 

i) From banks 

ii) From others 

9 

38,320 

21,836 

12,293 

(ioreign currency notes) 

II Balances with Reserve Bank 
of India 

i) In Current Account 

ii) In Other Accounts 

TOTAL (1) 

38329 

34,131 

TOTAL (i & ii) 

TOTAL (1 & II) 

Schedule 7 - Balances with 

41,484 

42,150 

75,990 

76,301 

(2) Saving Bank Deposits 

2.2T1 

131 

TOTAL (2) 

irn 

131 

Banks and Money at 

Call and Short Notice 



(3)Term Deposits 

i) From banks 

ii) From others 

80,000 

287,123 

NIL 

86,878 

1 In India 

i) Balance with banks 

a) In Current Accounts 

b) In Other Deposit Accounts 

46,992 

NIL 

12,092 

NIL 

TOTAL (3) 

367,123 

86,878 

ii) Money at call and short notice 
TOTAL (i & ii) 

NIL 

46,992 

NIL 

12,092 

TOTAL (I. 2 *3) 

407,729 

i2l,l60 

II Outside India 



B i) Deposits of branches in India 

ii) Deposits of branches 
outside India 

407,729 

NIL 

121,160 

NIL 

t) In Current Accounts 

ii) In Other Deposit Accountt 

iii) Money at call and short notice 

123,611 
NIL 
NIL 

123,744 

NIL 

NIL 

TOTAL (i, ii & iii) 

125,611 

123,744 

T0TAL(s&ii) 

407,729 

121,160 

GRAND TOTAL (1 St II) 

172,603 

135,836 
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ODBSBANK TheDevelopiiient Bank ofSingapore Ltd. 

MUMBAI BRANCH 


SCHEDULESTO THE FINANCIAL STATEMENTS AS AT MARCH 31.1997 


(Rs. in thousands) 

(Rs. in thousands) 


As at 

As at 


As at 

As at 


31.03.1997 

31.03.1996 


31.03.1997 

31.03.1996 

Schcduk 8 - Inveatments 



Schedule 10 - Fixed Assets 

I Fixed Assets (other than 



1 Investments in India in 



premises, including furniture 



i) Government Securities 

105,662 

22,529 

and fixtures) 



ii) Other approved Securities 

NIL 

NIL 

Cost as at 1.04.96 

20,127 

8,777 

iii) Shares 

NIL 

NIL 

Additions during the year 

4,140 

4,721 

iv) Debentures and Bonds 

NIL 

NIL 

Transfers from Capital Work 



v) Subsidiaries and/or 



in Progress 

NIL 

6.629 

joint ventures 

NIL 

NIL 

Deductions during the year 

609 

NIL 

vi) Treasuiy Bills 

NIL 

59,555 

Depreciation to date 

Balance as at 31.03.97 (I) 

8,099 

15,559 

3,124 

17,003 




TOTAL 

105,662 

82,084 

II Capital work in progress 






Balance as at 1 .()4.96 - 

NIL 

6,629 

II Investments outside India 

NIL 

NIL 

Additions during the year 

147 

NIL 




Transfer to Fix^ Assets 

NIL 

6,629 

TOTAL 

NIL 

NIL 

Balance as at 31.03.97 (11) 

147 

NIL 




TOTAL (I + II) 

[Refer Schedule 17, Note 1(e)] 

15,706 

17,003 

GRAND TOTAL (I ft II) 

105,662 

82,084 



(Refer Schedule 17, Note 1(c)] 



Schedule 11 - OtiMr Assets 

I Interest accrued 

II Tax paid in advance/Tax 

5,761 

18.823 




deducted at source (net) 

1,602 

876 

Schedule 9 - Advances 



III Deposits in respect of 






Leased premises 

126,000 

126,000 

A) i) Bills purchased and 



IV Debit Balance in Profit and 



Discounted 

246,336 

381,489 

Loss Account 

NIL 

NIL 

ii) Cash credits, overdrafts and 



V Others 

28,346 

34,733 

loans repayable on demand 
iii) Term Loans 

88,955 

162,237 

64,601 

327,250 

TOTAL 

[Refer Schedule 17. Note 2(b)] 


180,432 



TOTAL 

497,528 

773.340 

Schedule 12 - Contingent 
Liabilities 



B) i) Secured by tangible 



I Claims against the bank 

NIL 

NIL 

assets 

206,270 

646,801 

not acknowledged as debts 

ii) Covered by Bank/ 

II Liability for partly paid 

NIL 

NIL 

Government guarantees 

100,000 

NIL 

investments 

iii) Unsecured 

191,258 

126,539 

III Liability on account of outstand- 
ingfoieignexchange contracts 
[RrferSdiedule 17. Note 1(b) (iii)] 

IV Guarantees given on bdialf of 

18,112,236 

3,420,492 

TOTAL 

497,528 

773,340 

C) I Advances in India 







constituents 



i) Priority Sectors 

126,870 

729,120 

(i) in India 

344,330 

22,988 

ii) Public Sectors 

NIL 

NIL 

(ii) outside India 

NIL 

23,226 

iii) Banks 

NIL 

NIL 

V Acceptances, endorsements 


iv) Others 

370,658 

544,220 

and other obligations 

378,137 

699,408 




VI Other itrans for which the bank 



n Advances Outside India 

NIL 

NIL 

iscontingentlyliable(including 
Billsof ExchangeRediscounted) 

170,154 

318;i00 

TOTAL 

497,528 

773.340 

TOTAL 

19,004,837 

4,484,214 

[Refer Schedule 17, Note 1(d)] 



[Refer Schedule 17, Note 1(b) (iii)] 
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ODBSBANK 


The Devdopment Bankof SingaporeLtd. 

MUMBAI BRANCH 


SCHEDULES TO THEFiNANClALSTATEMENTSASATMARCH31.1997 


(Rs in thousands) 


(Rs in thousands) 



Scbeduk 13 - Interest Earned 

I Interest/discount on 
advances/bills 

n Income on investments 

III Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

TOTAL (I. II ft III) 
[Refer Schedule 17. Note 1(0] 


Schedule 14 - Other Income 

I Commission, exchange 
and brokerage 

II Net Profit on sale of investmenti 

III Net Profit on revaluation of 
investments 

IV Net Profit on sale of land, 
buildings and other assets 

V Net Profit on exchange 
transactions 

VI Income earned by way of 
dividends etc from subsidianes/ 
con^pames and/or jomt ventures 
abraiad/in India 

Vn Miscellaneous income 
TOTAL 


Schedule IS - Interest Expended 

I Interest on Deposits 

II Interest on Reserve Bank of 
India/Inter-bank bonowmgs 

TOTAL a AII) 

(Refer Schedule 17. Note (b) (iv)] 


Year 

Ended 

31 03 1997 

Year 

Ended 

31 03 1996 

116,115 

77,654 

12.662 

9,301 

6,156 

2,890 

134,933 

89,845 



25,626 

15,213 

NIL 

NIL 

NIL 

NIL 

(-)277 

NIL 

NIL 

NIL 

NIL 

NIL 

138 

20 

25,487 

15,233 

31J43 

10,791 

4M28 

46,566 

72,771 

57357 



Year Ymr 

Ended Ended 

31 03 1997 31 03 1990 


Sdiediile 16 - Operating 
Expenses 

I Payments to and provisions 
for employees 


II Rent, taxes and lighting 

III Printing and stationery 


IV Advertisement and 
publicity 


V Depreciation on bank's 
property 


VI Directors and local advisory 
board members fees, 
allowances and expenses 


VII Auditors fees and expenses 

VIII Law Charges 


IX Postages. Telegrams, 
Telephones, etc 


X Repairs and maintenance 

XI Insurance 

XII Other expenditure 

TOTAL 



11,700 


41,047 
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ODBSBANK 


TheDevelopmentBankofSingaporeLtd. 


MUMBAI BRANOI 


Schedule 17—Notes on the Financial Accounts for the year ended 31.03.97 


I Principal Accounting Policies 

(a) General 

The accompanying rinoncial staiements of the Mumbai branch of The Development Bank of Singapore Ltd. have been prepared 

on the historical cost basis and conform to the statutory provisions and pracuces prevailing in the country. 

(b) Transactions Involving Foreign Eschange 

(i) Monetary Assets and liabilities in fbieign currencies including foreign currency non-resident (FCNR) account balances under 
the FCNR (Banks) scheme are translated at rates of exchange notified by the ^reign Exchange Dealers Association of India 
(FEDAI) at the year end. The resultant profits/losses are included in the profit and loss account. 

(ii) income and expenditure items in respect of the Branch have been translated at the exchange rates ruling on the date of 
the transaction 

(lii) Outstanding forward exchange contracts have been disclosed as contingent liabilities at the contracted rates. 

(tv) The Swap cost arising from hedging of foreign currency deposits under the FCNR (Banks) Scheme have been classified 
as interest cost in accordance wi(b the directives of FEDAI vide its Circular No 984/Revaluaiion/SPL-l9f97 
dated 21/03/97. 

(c) Investments 

The Bank has investments in Central Government Securities as at the year end. These investments have been valued based upon 

guidelines provided by the Reserve Bank of India vide their Circular No BP.BC.30/21.04.048/97 dated 9th April 1997. 

(d) Advances 

(i) Provisions for doubtful debts in respect of identified advances, have been made to die satisfaction of the auditors, based 
on a periodic review of the same. 

(II) The Bank has mode during the year a general I^ovisiun against Doubtful debu at a percentage of its gross loans and advances 
in accordance with its Head C)ffice policy. 

(lii) Provisions in respect of doubtful advances have been deducted from advances. 

(e) Fixed Assets 

(i) Fixed assets have been accounted for at their historical cost in accordance with Head Office policy. 

(ii) Dqireciation has been provided with effect from the date of capitalisation on the straight line method. The rates for this 
purpose are os follows; 

Asset Type Depreciation Rate 


Plant and Machinery 10% to 20% 

Furniture and Fixtures 20% 

Motor Vehicles I2.S% 

(f) Revenue Recognition 

Interest Income is recognised on an accrual basis in conformity with the procedure prescribed by the Reserve Bank of India except 
in respect of Non-performing advances wherein interest income is being recognised on receipt basis. 

(g) Staff Benefits 

The Bank has a Provident Fund and a separate Gratuity Fund for its employees under the Gioup Gratuity Cum Life Assurance 
Scheme of the Life Insurance Corporation of India, ^th the Schemes have been recognised by the Income Tax Department. 

(h) Net Pront/(Losa) 

The Net Profit disclosed in the Profit and Loss Account is after providing for the following: 

(a) Interest Tax Provision; (b) Income Tax Provision; (c) Wealth Tax Provision; (d) Provision for Doubtful Debts; 
and (e) Head Office Administrative Expenses to the extent estimated to be allowabie under Section 44C of the Income Tax 
Act. 1961. 

2 Other Notes 

(a) The Capital Reserves disclosed in Schedule 2 consists of Fixed Assets and Bank Balance transferred by the erstwhile Indian 
Representative Office of the Bank to the Indian Branch on closure of the Representative Office. 

(b) Other Assets disclosed in Schedule 11 include unomortised portion of payments made in connection with acquisition of Leased 
premises. Such payments ore amortised over the primary lease period in accordance with Head Office policy. 

(c) The Capital Adequacy Ratio (CAR) of the Bank as at 31/3/97 as computed under guidelines of the Reserve Bank of India vide 
Circular No. DBOD No. BP.BC.117/21.01.002/92 dated 22/04/92 and as amended subsequently is 26.41%. 

(d) During the current year the Bank has changed me method of accounting of gains/Iosses on unmatured outstanding Swap transoctioas. 
Had the previous method been followed in the current year the profit of the Bank would have been higher by lb. 32,90470/- 

(e) Previous year's figures have been r^iouped/rearran^ wherever necessary. 

SiV Sdf- 

F. Fialho Lee Meng Soon 

Head - Finance General Manager A (3iief Executive Officer 

Mumbai: April 12.1997 
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ODBSBANK TheDeydopmentBankofSingaporeLtd. I 

MUMBAI BRANCH ! 


AuditDr’iReport 

1. Wc have audited the attached Balance Sheet of the Mumbai Branch of Development Bank of Singapore Limited, 
as at 31st March, 1997 and also the annexed Profit and Loss Account for the year ended on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with the 
provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 
1956, the Balance Sheet and Profit and Loss Account are not required to be and are not drawn up in accordance 
with Schedule VI of the Companies Act, 1956. The Accounts arc therefore drawn up to conform with Forms A 
and B of the Third Schedule of the Banking Regulation Act. 1949. Subject to the foregoing observations, we 
report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949; 

a) Wc have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; ^ 

b) The transactions of the Mumbai Branch which have come to our notice have been within the powers of the 
Mumbai Branch of the Bank; 

c) In our opinion, proper books of account as required by law, have been kept by the Mumbai Branch of the Bank 
so far as appears from our examination of those books; 

d) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books 
of account: 

e) lnouropimon,andtothebcstofourmformationandaccordingtotheexplanationsgiventousthesaidAccounU 

give the information required by the Companies Act, 195<i in the manner so required, for banking companies 
and read together with the notes, give a true and fair view: 

(i) In the case of the Balance Sheet of the state of affairs of the Mumbai Branch of the Bank as at 31 st March 

I997and ^ . 

(ii) In the case of the Profit and Uss Account, of the profit for the year ended on that date. 


For RAJESH RAJffiV & ASSOCIAIBS 
Chartered Accoumanu 
Sdf- 

RajeevSharma 

___ Partner 

Mumbai; April 12,1997 


. ««1 Mitieal Weekly April 26, 1997 










state, Society and Natural Resouit^ in Himala^ 

Dynamics of Change in Colonial and Post-Colonial Uttarakhand 


Shekhar Pathak 

Uttarakhand, which lies in the Himalayan heartland, is victim of over-exploitation of its natural resources and 
of development resulting in socio-economic dislocation. Uttarakhand has witnessed alienation of the village people, 
increasing workload on women, and cultural encroachment endangering the folk heritage and indigenous lifestyle 
under colonial and post-colonial systems. 


UTTARAKHAND is situated in the central 
sector of the Himalayan belt-Spread in S1, 125 
S(|uarc kms and with 6.5 million population 
(1995), this part of Himalaya is well described 
in Indian mythology and less in history. 
Historical ethnic migrations .spiead over 
different periods of time, pilgrimage and 
trans-Himalayan trade also connected this 
region with Tibet as well as with the Indian 
plains. Tibet lies ip the north, Nepal in the 
east and the Indian state of Himachal Pntdesh 
in the west of Uttarakhand, which touches 
the northern fringe of the Indo-Gangctic 
plains in the .south. From theTarai-Bhahhar- 
Duns and the outer Himifiaya, the region 
rises to the great Himalaya up to 7.816 m 
above sea-level and trans-Himalayan region 
touching the Tibetan plateau. Uttarakhand 
is an unique wilderness area and very rich 
in biodiversity {Atkin.son 1882-86], With 
two divisions, Kumaon and Garhwal and 
nine districts - Pi thoragarh, A Imora, Nai ni tal 
and Udham Singh Nagar in Kumaon, and 
Chamoli, Pauri, Tchri, Uttarkashi and 
Dehradun in Garhwal and more than 40 
lehsils in ail. Uttarakhand lives in 15,117 
villages and more than 70 towns .scattered 
between the populated Tarai-Bhahhar-Dun 
belt and seasonal settlements in higher 
Himalaya. Chhota Kailas, Panchchuli, 
Rajramhha. Nandakot, Nandadevi, Trishul, 
Kainct. Mana Parvat, Dhaulagiri, 
Chaukhamba. Kedar Dham, Shtviing, 
Bhagirath, Bandarpunchh and Swargarohini 
are the prominent peaks touching down 
numerous glaciers giving, birth to dilTerent 
rivers. These rivers make up the three water 
systems- Kali-Sharada,Gangaand Yamuna 
- of the region 

With hundreds of sacred places, temples, 
monasteries, conlluence, caves, lakes and 
river origins, Uttarakhand has many pilgrim 
centres like Yamunotn.Gangotn-Gaumukh, 
Kedarnath, Badrinath, Hemkunt Sahib, 
Jageshwar, etc. The present pilgrim route to 
Kailas-Mana.sarovargoes through the eastern 
part of Uttarakhand. Different shades of 
Hindu religious beliefs Find expressions in 
different shrines - temples, caves, peaks and 
passes of Uttarakhand. They include the 
vaishnavite, the .saivite and the shaakt cults, 
which exist side by side with the different 
folk traditions (Pathak 1988:97-110]. 
Kashipur and Rudrapur in the Tarai; 
Tanakpur, Haldwani, Ramnagar, Kotdwar. 
Rishtkesh and Dehradun in the Bhabhar- 


Dun; Pithoragarh. Almora, Ranikhet, 
Gopeshwar, Pauri, Shringar. Tchri, 
Uttarkashi, Mussoorie and Nainital in the 
mam Himalaya, and Dharchula, Munsiyari, 
Joshimath, Badrinath, Kedarnath, Gangotn 
and Hanumanchatti in the higher Himalayan 
region are the major towns of Uttarakhand. 

Different Indian empires touched this 
region in ditYerent historical periods and had 
many local dynasties reigning at the same 
time in different parts of Uttarakhand. In this 
‘abode of Gods’ many micro-societies and 
cultures co-exist with different fonns of 
subsistence living and folk expressions 
[Dabral 1965-1992; Pathak 1988]. Before 
the coming of the colonial system ditfcrent 
local communities with partly agrarian, partly 
pastoral and partly barter trade economics 
had open access to all kinds of n.ilural 
resources. 

The State in Uttarakhand 

The colonial system, which worked in 
Uttarakhand for nearly 13 decades, first under 
East India (British) Company and later on 
under British Crown, was a new oppressive 
.system. The Industrial Revolution had 
radically altered the priorities of British 
colonialism in India and exploitation took 
on new forms. In Uttarakhand too, the impact 
was duly felt. Although in the .surtace it 
looked as though the colonial sy.steni had 
put ail end to feudalism, yet in reality the 
new sy.stcm carried within it many ol the 
characteristics of the old system. As a clever 
operator the colonial .system also introduced 
schools, roads, hospitals and helped in the 
emergence of a press (Pathak 1991-2631. 
Apart from the administrative bureaucracy, 
the colonial system introduced the survey, 
forest, exci.se, archaeology and many t thcr 
departments. The so-calli^ ‘scicntitic' state 
t.ircstry was introduced. Different laws 
regarrling land, property, forests, excise, etc, 
were also framed. 

The colonial government may be seen as 
liberal in imperial framework. It knew the 
art of exploitative management. The colonial 
administrators were popular among the 
masses, as they showed respect for many of 
the ‘indigenous systems’, 'hie bureaucracy 
was small and was under the powerful 
commissioners [Hebcr 1828:208-09; Tolia 
1994:1-146], who initially worked as 
'guardians’ and then as ’rulers’ [Mason 
1985:304]. Within the 70 years of British 


rule in Uttarakhand, the antithesis was visible 
in the form of local press, organisations, 
participation of a few in the .sessions of 
Indian National Congress [Pathak 
1987a: 124-31, 1991:263-64]. 

By the first two decades of 20th century 
the Uttarakhand siKicty was in a mcKxi of 
overall protest, a mtxid channelised by the 
newly emerging local press. The protest 
movements were provided organisation and 
leadership by the newly emerging middle 
class. The ‘begar’ and forest movements 
which had started as local/regional 
movements, finally merged into the national 
struggle. During these years a new multi¬ 
dimensional leadership, with representatives 
from different sections of the local society, 
emerged. Most of them had been educated 
in Christian mi.ssiunary .schools and had come 
under the impact of Indian renaissance, 
British liberalism and had been influenced 
by the nationalist leadership as well [Pathak 
1987a:2i4-220; Guha 1989:62-137]. 

The post-colonial scene started with 
independence and the part ition of India Even 
then the people were ho|)ciul and had much 
expectations from their own rulers. It was 
ironical that almost all the irecdom fighters, 
except Gandhi and a few others, became the 
part of new ruling class, with initially little 
possibility for a democratic opposition 
emerging in the country. 

Like many other far-flung or peripheral 
ureas, Uttarakhand was brought under all 
India or all Uttar Pradesh rulcs/regulations. 
Though the provincial government did not 
introduce the zammdari abolition act m the 
hills, yet the region had lung lost the status 
of a ’non-regulated province'.' The political 
leadership at the centre and the province was 
busy in “more important works” and had no 
lime to understand the Himalayan problems. 
The new democratic .set up was built upon 
colonial laws of land, forest, excise, enme, 
etc. So It was really difficult to work 
ditferently and originally. 

The new forest act of 1953 was not veiy 
different from the act of 1927. A form of 
internal colonialism emerged in the ‘silent 
regions' of the country with native democratic 
apparatus. The local/regional protests in 
di^erent parts of India were not given due 
importance so as in Uttarakhand. An 
em|eavour to understand them may have 
been educative for the new rulers and also 
for Indian dciiuicracy [Alam 1995:55-64], 
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;&ploitationofthen8tural resourcea, socio¬ 
economic dislocation of the people, 
destruction of folk culture increased rapidly 
under our own system. After independence, 
.under the so-called ‘development’ schools, 
hospitals, block development offices were 
built; roads and canals were constructed 
(specially after the Indo-China conflict). A 
pan of the money which came for the 
developmental works, also reached the local 
l>euple. A few islands of prosperity and 
plenty emerged in the hill society. The cities 
and towns became larger, encompassing the 
neighbouring villages. 

After I960 the outmigration as well as 
migration from villages to the towns within 
the region increased [Khanka 1988:1-226]. 
In 1991, if around six million population 
was in the region, more than six million 
UUarakhandis were living in different cities 
of the country. This is a very complex demo¬ 
graphic reality and needs further explanation. 
The post-indcpendcncc bureaucraiy was 
neither sincere nor honest. It u.sed the short-, 
comings of political leaders and did as they 
wished. The leadership lackedclarity regard¬ 
ing development strategy and it was but 
natural that the bureaucracy failed the (icople. 

A special feature, which emerged in po.st- 
1947 Uttarakhand, can be identified as the 
politician-bureaucrai-industrialist-mafia 
nexus. This nexus was so powerful that 
individual citi/.ciis always tailed even to 
highlight the mailers. Naiu rally, this situation 
paved tiic way tor social proicsts. Apart from 
numerous iirotest movcmcnls in post- 
independence Llliarakhand, the following 
three arc worth mentioning: (I) The 
movement against the use of ulchohol m tlic 
local society and the cxci.se policy at large; 

1 2) The movement for the conservation of 
loresls and restonilion of villagers natural 
rights upon forests; and (3) The movement 
lor the creation of autonomous Uttarakhand 
state IMishra and Tripathi 1978; Pathak 
198.5a. b; Nauliyal 1994].’ 

Whatever the governments have done in 
this region is a fallout of these movements. 
The Indo-China conllict also motivated the 
government of India to pay some attention 
to Uttarakhand. In this way whatever is 
being done in tliu hills was never decided 
as a natural long-term policy. Pressures from 
below and above shaped the government 
decisions. The pressures from above may 
have come from IMF. World Dank and Indian 
industrialist class. Due to above mentioned 
movements the annual budget tor 
Uttarakhand region increased and was made 
equal to Himachal Pradesh’s annual budget 
[Kaushik Ckmiinittee Report 1994]. .Some 
districts or parts of the disiiicis were made 
‘dry’ (under prohibition); a few forest con- 
cetisions were gi ven and there was a .statement 
from central government to make the forest 
conservation act of 1980 more liberal. 

SociAi, Transition in Uttarakhand 

With the coming of the company rule to 
Uttarakhand in 1815. the feudal rulers were 
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replaced by the officers of the company. The 
British introduced a few new things and 
followed many priKticcs of feudal system 
including the oppressive begar system' and 
a few cu.stomary laws [sec, Panna Lai 1921 ]. 
They intr^ucod new land regulations and. 
later on. forest .settlements. Recruitment in 
the British Indian army .started and new 
cantonments and hill stations were developed. 
By the year 18.57 the colonial system was 
reasonably established in Uttarakhand. 
Except I or the present districts of Utiarkashi 
and Tehri (during the colonial period (1815- 
1949) this area was known .as Tehri Stale 
or Tehri Riya.sat|, the entire Uttarakhand 
was under the liasi India Company, with 
districts of Kumaon and Dehradun formed 
earlier and di.siricis of British Garhwal, 
Almora, Tarai and Nainilal formed later 
(Pathak 1987:14-161. 

Initially, society in Uttarakhand was 
changingslowly in the vicinity of new towns 
during the early decades of colonial mic. The 
impact in the distant regions was minimal. 
The traditional society was divided into the 
upper and lower strata and there were also 
a few pockets ol tribes. With the recently 
introduced recruiimeiii in army and nominal 
outmigration, the subsistence economy was 
pa.sloral-agrniiaii But within i(X) years ol 
the colonial rule, with increasing migration, 
'money-order economy ’* became doniimint. 
Whilclhcbascol irudilional pastoral-agrarian 
.society remained intact, the younger lolk 
.stalled to migiaie to other areas in seaich 
of jobs. Some people got jobs m dilforcnl 
government olfices. consiruclioii works, 
army, survey or ‘sliikaar’ expeditions. 
Initially, the people welcomed the colonial 
system as they had been much oppressed by 
the Gorkhas between 17‘X) and 1815. It was 
rather difficult lor them at that lime to 
understand the exploitative iniric.tcios efihe 
new system. The llritish .slatted iniioducing 
new land lemiie sysicin. forest laws, 
education, services, etc. The positive results 
of the colonial system were .ipproprialed by 
the upper strata hut a little also pcicolaicd 
to the lower strata in different forms. With 
the land selllcmenis initiated by Tiaiil (1828), 
Batten (I8I.5>, R.imsay (1874), Backet 
(1874), Pauw (1896) and Ibbolson 11925;, 
the history of individual land ownership 
started and developed in the hills. 
Colonisation of Tarai and Dun regions was 
al.sostarted. Bcloic 1815,all natural resources 
were symliohcally the sole properly ol the 
ruler, though people had natural rights upon 
land,forc.st and pastures. Bygivingindividual 
land ownership to the local people, the 
colonial .system started to take over the loresls 
as state properly, especially after 1850. With 
the coming up of the forest department in 
1864 and the iuitoduciion of lorcsl laws in 
1865, 1878 and 1893, the encroachment 
upon the traditional rights .ir privileges ol 
the villagers began. The lorest selilcmenl 
made by Stifle and Nelson (1911 -1917) was 
seen by the local people a.s an interference 
in their live.s [Guha, 1989:105-06]. This was 


the inaitH* and immediate cause of the forest 
movement during the colonial period. 

The colonial system also introduced new 
means of commiinicaiions in the hills. New 
roads were made, old ones were repaired and 
rivers were bridged. Can roads were also 
built Irom the foothills to ditfcrenl outer 
Himal;iyaii scHlemcnis. In the last quuncrof 
the 19th ceniurv the railwavs also reached 
the foothills I Pathak 19K7a:247-6()i. This 
development m coniiiuinicatioiis hcl|Kd to 
sha))e up the colonial system increasing the 
exploitation ol the forests, resulting in the 
desiruciioiiol wildlileaiul the out-migration 
of the local |ieoplc. 

In the cultural sphci e the process ol miKle- 
mi.sation started. It accelciated the process 
of‘sanskrili.saiiou' I.Saiiwal 1976:175-76: 
Pathak 1986:97-111). Local protest 
movements and the Indian renaissance also 
brought the region within the ambit ol the 
broader national consciousness ol the I9ih 
century. The tribes maintained iheii unique 
folk cultural heritage but modeimsalion 
through educ.iiion ami jobs also slatted to 
mnuencethem.Tlie .Shaiikasot Jot lur valley 
had already lo.si their language mihis pioce.ss. 
IPangtey 1992. l()5].CoiiveiMouioChristiii- 
iiity al.so started m the region though at a 
slow s()ecd A small seiTion of the lower 
strata opted lot Christianity. A lew indi¬ 
viduals liom upper castes became Christians 
though wiili lessinlluenceonoiheis [Pathak 
I98(>.97-1 I!). Atlci the ditfcrenl social 
movements, nalionalisni lioin below and 
above slaricb playiiu' its lole. 

After the lirsi woild war. the colonial 
sy.slcm did little new except the suppression 
ol thcdilfeieiii siieamsol ihe Indian national 
movement and local protests. The colonial 
appatalus which was dcvclo|K;d mi ihc la.s| 
century coniiniicd to work nil the p.irtilion 
ol India. 

Alter 1947. with :i lew ire.sh dreams the 
Ullarakli.iiid society eoiilimied living iiiulcr 
all major colonial msliluiions iiihcMicd from 
the British in liiu new deiiioeralie state. The 
old pio-colomal dominant section nt the 
societj liccamelcssimpoii.ini A lew among 
them liecame new nalton.ihst or ('ongrc.ssitc.s 
overnight All Ireedom lighters including 
the jiiajiinuuKlalecs'' became part of the 
new ruling class In Ullai iikhaml. Many silent 
sections like the .Shilpkais. Thaius, Boksns. 
BanijjisamlJaiinsaiisiil Uttaiakhand society 
still remained on Ihc peiiphery ol this new 
Iragilc freedom. The new ruling class .started 
leediiig Ihc political Icddcrship, the 
adniinisir.ilion and ihu press. 

Tlie iinuiigrants Irom Punjab and Bengal 
came into the area afici the partition of the 
country. They settled in the Tarai area and 
also in the different hill tviwiis. Under the 
colonisation of Tarai, mucli forest wealth 
was lost, though the agony ot partition was 
never lully erased from the faces of many 
relugecs. Slowly, the migration to Bhabhar 
from the outer Himalayan villages and, after 
1960. the migration lothcsummer settlements 
tn Ihc higher Himalayan vallcy.s was also 
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ttiinimised. Paniai nomadism remained a 
part of life. The Shaukas, i c, Bhotiius, who 
were depri ved of the advantages of the Indo- 
Tibetan trade, were given (he status of 
scheduled tribes. Thecducated section of this 
community gut jobs in the government and 
private .sectors, though the scheduled castes, 
who were having reassured quotas since the 
inception of the Indian Constitution, got jobs 
slowly ns (hey were not able toeducate them¬ 
selves in the.se dcctidcs. The hunter-gatherer 
Banrajis of Kttinaun had been li^rccd to 
changetheiroldlifestyle. Fnmicavesand huts 
(hey have shi fted to sinal Icr houses | Sherri ng 
19(>6;9-1«; Joshi 1983;38-80. A.shok Arakot 
Abhiyan 1974-84-94]. The tribes of Tarai. 
Thnriis and Boksas, al.so lost their land and 
social-cultural way ol litc undei the new 
compulsions [Jalal 1992:51-.S8|. 

ThepopulaiionofUitaiakhand. which was 
,around one million in 1820. reached 6.5 
million in 1995. In the post-1947 Uttara¬ 
khand. out-migration and the volume of 
'money-order' economy increased. Many 
‘developmental ■ works were started tinder 
Five-Year I’lans, though not all were 
successful. Siimiltaneously exploitation 
increased. This was the beginning of (he 
.sociu-econoniic dislocation ol (he local 
people. The lndo-(,’hina war may be seen as 
a major event in the posi-indepcndcnce 
Uttarakhand. This event lorced the central 
as well as the provincial government to look 
at (he Himalayan moiintains and its 
inhabitants Irom a new angle. But again 
things were done merely for delente 
purposes. The real first line ol deicnee, the 
mountain people, was again neglected, 
though emphasis was given to (he budding 
of roads and coninuinicaiions. Three new 
border districts. Pithoragarli. Chanioli and 
Uttarkashi, were formed. The Indo-Tibet 
Border Police (ITBP) was raised as a .special 
organisation foi the defence ol India's 
northern borders The sepoys from 
Uttarakhand had shown (heir biavciy in the 
1962. 1965 and 1971 wars and hundreds of 
them were killed or had become POWs. The 
defence concern of the Indian govern-inent 
was natural,.sinceihe ‘Panclisheer ol Nehru. 
and“Hindi-Chini Bhai Bhai"ol C'hZhoii En- 
Lai pioved shortlived: but the governinent 
was unable to think ol making a real delence 
line of the people living m the legion 
' The 'dcvelopmen''. which was. as already 
mentioned, intioduced in the region for 
delence purposes, also had a few positive 
impacts. It gave importance to the local 
problems. Uttarakhand division made up of 
the three newly cieatcd di.stricts provided for 
the special care of the border districts. The 
construction of roads and the growth of the 
district, tehsil and block headquarters also 
resulted i n the dcstruct ion of forests and wi Id 
life. TItc most fertile agrarian land was taken 
over by these new constructions at 
Pithoragarh. Gopeshwar. Uttarka.shi, Purola, 
Barkotc. Ukhimath. In the Tarai-Bhabhar 
and Dun regions the rich forest aieas were 
transformed into agricultural fields. G B 


Pant University of Agriculture and 
Technology was e.siabiishcd and expanded 
in the Tarai region. It must be remembered 
that the neo-rich class also .started emerging 
during this period. Absentee landlordism 
minimised in the hills but big and absentee 
landlords emerged in Tarai area Ntiiniial 
Stunachar, August 15, October 1 and 15, 
1978). The process of' modernisation ’. v hich 
had already started during British period, got 
additional impetus. 

Alcoholism became a serious problem in 
society, with crimes increasing fPathnk 
1985a: 1360-65] in the mountains.'I'hc work¬ 
load upon women increased in alarming pro- 
ptiilions [Pathak 1985a: 1.363,1985b: 15-20). 
The plunder of the forests, incicasing 
alcoholism and the ri.se of neo-rich added 
new dissensionk to the stx;icty and dilfereiit 
protest movements started firming. First, 
the people organi.scd themselves against 
alcoholism [Pathak l98Sa: 1362-65. Pathak 
1985b: 1-411 and later on .started struggling 
to put an end to destruction of forests, and 
restoration of (he forest rights of the people 
[Bhatt 1992:11-14; Guha 1989:152-84; 
Bahuguna 1987:238-48]. Thc.se were the 
important mass movements of post- 
independence Uttarakhand. 

Exri.ori AI ION or Natukai. Rksookiis 

The natural re.sources of the I lim.ilaya are 
cutegorised as non-renewable, renewable and 
specific advantages. Rocks, minerals and 
hydrocarbons arc non-ienewable; lorcsts, 
pastures, biodiversity and water arc 
renewable resources and beauty, wildei ness, 
tranquillity, climate, wide open spaces and 
sacred places arc specific advantages \Tlii' 
Siaif of till’ World’x Moiiniainx - A Global 
Kqiort 1992:105]. 

The opening of (he Himalaya in the early 
I9lh century was the beginning of 
exploitation and destruction of llinialayan 
natural resources. Exploitation for the hcnci it 
and expansion of the empire started. 3'he 
colonial period was often marked by the 
inception of the conservation policies, even 
though these policies rcHected the needs of 
the state rather than any strong concern for 
the welfare of (he local population 
[Pouchiepadas 199.3:2059]. Even the 
conservation considerations were motivated 
by the need to en.sure a cuntininng supply 
of tiintier foi imperial needs. 

The fir;a victims of (his process were the 
fore.sts and wildlife. Initially,theteak forests 
of'larai-Bh.'ibhar. and after coming of the 
railways to the Indian subcontinent, the 
forests of higher Himalaya were exploited 
for (he exp .nsion of the railways. Growth 
in agriculture and tea gardens also rc.sultcd 
in the clearing up of the foiests near the 
villages. In diVfercnt travels and shikaar 
expeditions, thousands of birds and animals 
were killed. Trade in animal skin, bird feathers 
and musk also increased rapidly 
[MounUtincer I860]. 'Hie destruction of 
wildlife and forests must also be seen as 
factors contributing tu the emergence of 


‘man eaters' in the region. There was over 
encroachment intothenatural habitat of tigers 
and leopards [Corbett 1944,1947and 1952]. 

Due to the explorational, mountaineering 
and trekking expeditions there was 
considerable pressure upon a few higher 
Himalayan valleys. Pilgrimagecontinu^as 
a two-way participatory activity among the 
pilgrims and the local villagers. Modern 
tourism has yet to reach the Himalaya. Mining 
activities in (he region were letitricted in 
tho.sc days and (he traditional mining of iron 
and copper was later on stopped [PMR: KD 
MLR:S-l,Vol-7,18I6-1:197-201;Vol-32. 
1826-1:1.3-41; Vol 61.18.39-11:435]. Before 
1850.42 mines, most of them extracting iron 
ore, were operational in Kiimaon (PMR: Vol 
61,18.3911:435-36]. .Stone and slate mining 
continued for construction purposes. 

The British never constructed a big dam 
in the mountains. A few micro hydels, 
iirigation canals and a few small dams were 
built, specially iii the Tarai region. The 
prcK’ess of urbanisation was slow in the 
legion. The coming up of hill stations like 
Nainital and Mussooric. and cantonments 
like Lansdownc.Chakrota and Ranikhct was 
an important aspect of colonial rule iu 
Uttarakhand. 

One can trace a number of cases of 
earthquake (1803, 1880. 1905 etc), Hood 
(1864, 1880. 1894, 1924) and .soil cro.sion 
in this period but most of these were totally 
natural expressions The human and cattle 
population was within the reach of natural 
resources. In the initial stage theexploitation 
had little visible consequences and the 
Hi malayan wi Ideriiess remained more or less 
intact. But the .seeds of destruction were 
(here in this beginning. Before the advent 
of colonial rule Uttarakhand wa.s rich in 
natural re.sources and wassparscly populated. 
This slate ol affairs coiiliiuicd for many 
years alter 1815. The villagers had 
unchallenged traditional rights over the 
naiural resources and (heir economy as well 
as existence depended upon the biomass. 
The British set into motion a process of 
exploitation of natural resources for 
coinmerci.il purposes, thereby gradually 
limiting the rights ofthc people. The process 
gained I'resh momentum with each new land 
.seiilenient and forest act/law. Even before 
1815, the East India Company had .started 
dealing willi resin for commercial use, and 
by 1850 the forests of Tarai had been 
exploited for British ships and building 
construction, and after 1850 forthcexpansion 
'of Indian Railways [Guha 1989:35-61; 
Pathak 1987c;.50]. 

One must stress at this point that down 
the ages the mountain peofilc have been 
largely dependent on (he forests for their 
agriculture, rearing of animals, traditional 
medicines, agricultural-pastoral-tradc 
equipments, cottage industries, fodder, 
firewood, manure, etc. Furthermore not only 
soil con.scrvatiun and protection of water 
resources were related with forests [Atkinson 
1882:845-83], but even the expression of 
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some ot tne folk songs was possible in the 
particular 'conditioning' of the forests - 
‘ncoli’ songs, forinstance. in the oak forests. 

In Tchri state, ItKated in the north-west 
part of Uttarakhand - the present districts 
of Tehri and Uttarkashi - a businessman 
named Wilson had taken to the exploitation 
of forc.sis and forest resources soon after 
1850. By 1860 the provincial government 
had taken over this business. In 1864 the 
initial format ot the forest department was 
decided on. The chronology of the graJual 
decline in the rights of the local people was 
as follows. Between 1815-78 the coloniul 
rulers gave a great deal of attention to the 
torcsts ofTarai and Bhabhai. Although the 
deinarking of lorcsts in and around Almora, 
Nainitai and Ranikhcl towns started by this 
time. It had no direct impact on the rest of 
the forests of Uttarakhand. Between 1878 
and 18W, particularly under the act of 1878, 
the forests were declared as ‘reset ved’ while 
the forests, which had been given over to 
the iron companies were also deemed to be 
•protcctcd’oi ‘re.scrvcd’.ln 18y.I‘districtpro¬ 
tected forests’ were formed. Tlicy consisted 
ol all the unclaimed land of the vil jages along 
withtho.se forcsis, which were already ‘reser¬ 
ved’ IPant 1922: 28-92; Cluha 1989: .15-611. 

Thus, land surrounded by forests, snow 
bound aicas, neks, shops, roads, meadows, 
pastures became pain ol the protected I orcsis. 
in 1894. eight species including sal. fir and 
deodar were declared to be (iiolccted. Rules 
relating to the procurement ol timber for 
construction, bidder and lircwood were 
foimulated and the villagers were forbidden 
to deal commercially with any forest produce. 
In 190.1 the di.strici protected loicsis were 
dividedinto ‘open’ and ‘closed’ civil lore.sls. 
The closed forcsis were reserved lor 
regeneration and protection. In the open civil 
lorcsts villagers were given certain lights. 
In 1911 thcspheieol district protected forests 
was widened and were made re.servcd lore.sts. 
Between 1911 and 1917 forest .settlement ol 
Kumnon (by .Stille) was earned out and 
.1000 sq miles ol the forests were declared 
as protected ICiiiha 1989:45). 

Because of protests at many levels, the 
British were foi ced to grant partial ly gracing 
and fuel fodder collection right.'! to the 
villagers. Up to 1942 one cun trace that while 
the villagers struggled to retain and restore 
their rights, the colonial state did its iitmo.sl 
to take away or modify these rights. The 
forest movement during this period was the 
natural reaction to the colonial forest policy, 
itnd finally, this movement merged with 
I ndian struggle for independence [ Hardiman 
1992: 46-49). 

After 1947 the mountain swiety and the 
1 ndian state conti niied to hold different views 
as far as the ownership and u.se of the forest 
produce were concerned. While the 
government vicwcdllie forests as the ‘source’ 
of revenue and ‘raw’ for the industry, the 
villagers turned to them in order to fulfil the 
bare necessities of life. The new forest act 
of 1953 did little to change the state of 


affairs. The provincial and central 
government never reviewed the situation 
and there was no exercise to understand the 
man-torest relationship in the rapidly 
changing re.somcc use pattern. The forests 
were sanctioned tor indu.stnal purposes w 
were given in lease lor a decade or so to 
industrial houses and at the same lime 
villagers, special ly women, had to walk long 
distances for collecting fuel, fodder, etc. The 
reasons bclimd ihcChipko niovcmenl were 
more or less the same as those behind the 
forest movement ol I92()sand 1930s. Even 
today the opcnitois have changed but the 
circumstances remain the same. In spile of 
the pressure applied by such movcmcm.s the 
forest policy has noi really become ircopic 
oncnicd. Due to the compulsions created by 
Chipko movcincni. forcsi.s became the pari 
ol political agenda, bin at llic same lime, on 
the one hand, the lelhiig ol trees, loss ol top 
soil, dcslructuin of wild life and medicinal 
plants coiiiiinics unchecked and iinahated 
IMi.shra and Tiipaihi 1978. Dogra 1980), 
while on the oilier, ihc forcsi con.scrvalion 
acl ol 1980 placed sin h iin|)cdimenls beloic 
Ihc common man Ih.il even ininoi 
development ‘ pio|ccis have become 
impos.siblc. (The dial! of new lorCsl policy 
IS under considei.iiion. It hii.'- many Haws and 
has little sympathy with the irihnK and foicsl 
dwellers.) The bio.id Icaled liees aie heme 
replaced by other coinincrcially viable 
species The issue ol .soci.il/comnuinity 
ownership ol loiesis is always being pushed 
lo the hackgioiiiid Big husine.ss houses, 
owning largepa|iei mills.tiirpcnline laclones 
and phaimaccutic.il companies arc ab'c lo 
procure enough i.iw iiiaieiial al veiy loss 
prices, while llic villageis .iie unable lo gel 
even fnewood. loddci and law material loi 
their e.s.sential use Indeed very often ihcic 
is shortage ol wood even lor luni.i,il pyies 
(Askol Ar.ikol Abhiyan 1974. 1984 and 
1994). Various loicsi acts do not, iii .iii) 
way. alfcet llic big projccis, ranging Iroin 
a ccmeiil laclory al Lobaghai in disliici 
Pilhoragaih (lonsiiiiclion ol ihc lacioiy 
buildings slopped due lo the agitation) lo a 
big dam at Teliii (where agitalitm is going 
on till today) \l’uluir-2 1991:58-72), yet 
.smaller projccis laccobsUicIcs al cvciy siep. 

Thus, the very .socicly. which had al one 
lime, started the woild lamous (‘liipko 
movement, w.is forced by the l‘oicsi 
Conservation Acl l98()lopiolcsl againsl ihc 
ban on the lellmg ol green liees aiul even 
directly tellcdllietrecsaisomepl.ices, wlicic 
road consirucnon was slopped due to iliis 
acl [Aryal 1994; 8-23). Even allci the 
introduction of wildlilc act and crcalion of 
.sanctuaries and parks, tlic wildlife in the 
mountains is under great threat The raic 
medicinal hcibs, which can it.inslorm the 
local economy, arc also threatened. 

Smuggling ofheibs and wildhieisgoing oil. 

Sometimes there arc news items in the media 
regarding the involvement ol inlliieniial 
persons and political leaders in such acii vily. 
Destruction andovercxploiialioiiof biomass 


hiLs increased. Many species of flora and 
f.tuiia have reached Ihc point of exliiKlion 
\hihar-2 1986; 86-89) At many places the 
priceless o.ik lorcsts wcic replaced by apple 
orchaids|.Singb IWl; I-l43i.Exoiicspecies 
like eucalyptus were Miiioduccd in oak, pine 
and sal regimes, and pine in oak regimes. 
It was done without visualising the grave 
coiiM'qucni'cs of such dcslniclion. 

After 1960 unicgulalcd mining has Iwcn 
allowed in ihe name ol ‘development’ in 
some sensitise .iic.is and no laws have been 
framed lor mining in the moiiniains The 
queen ol the hills. Mussoorie, is partly 
destroyed by mining, and bordci lown 
Pithoragaih and stiMoiindiiig villages are 
sill lering li om mining and neat by ni.igiii'site 
factories. Iiithcniial aicas al Ihiioli.MatcIa, 
Cbhana, Biinga, Ilailol.i. C’bauiasthal. 
Kluterakot, Kaiida in Almoia disiiict; .Sahli. 
Ciuriyali. Palnri. Kb.ily.id, t'handak. 
Bakarkalya.C’libana. Dcvchhal. Ruiaagerin 
Piihoragarh disiiici, villages ol llewalghati 
in I'ehri distiicl and ncigliboiiring villages 
ol Mii.ssooiie.lhcimp.iclol niitimgisobviotis 
in the lorm of silling, diving up oi the wiiicr 
lesotirccs and water aiul an polhilion) Paihal^ 
l987b.lS-2l|. 

l)i inking waici is still noi available in Ihe 
villages in .i icgion sviih ahuiidani water 
le.souiccsttlietownsol Ahnoia.Piiluii.igarh, 
Ranikhcl. Paiiri. Mussoorie. Chaiiiha have 
acme walei shoilagc in summers) and 
hiiiidicds ol villages aie wailing lor 
cleciiicity.'J'chiidani.cvcnaltcrihcnatiiic’s 
warning in ihc loimot the 1991 caillu|imkc. 
is being biiill .iiid no iiniuiriiince is being 
gi veil lo mini-micro livdcIs.lValdiya 1993:1- 
37. (Jaiir 1991 |-|52| 

Though the icgion soil h.is .i wildeincss 
sp.icc. whu h will be ol iiuicli imporiance in 
2lsi ceiiluiy. lli.ii loo IS Iscing dcsirovcd by 
big . 111(1 iinicgiil.iicd iiiiiMsiii. and over 
moiiMl.iincciing. I he Hoods ol 1966. 1970. 
1977-78. I99i. |99t and 1995. and the 
eaillu|uakes ot Dcccnilici 1958. June 1969 
and Oclobci 1991, aie majoi natural 
calamines in Ihc post ladcpendencc 
Uil.iiakhand. lixccpl the caiilu|uakcs, the 
ollici (.alamilics cannoi he icitncd as totally 
‘n.iltiiai’,.isllicy vvcrciiiiiiccoiomai period. 

The destruction ol hiom.iss in the 
iiioiiniaiiis has mulli-diineiisioiial 
consequences lor the icgion as well .is for 
thchfcdown-.siicatii.'rhciiglilovci loinmon 
tcsoiirces and natiiic ol its iililisaiion has 
ic.sied wilh the sl.ilc tor last 150 ycais. With 
the decline in the hercditaiy lights ol the 
villagers, ihe political and economic 
stipiemacy ol Ihe colonial rulers incrca.>>c(l 
by leaps and bounds, and the common man 
could no longer continue (o be sell-reliant. 
In spile ot achieving independence, things 
have not cliaiiged peicoptibly. Thii.s, even 
after many years, llic stale has not been able 
to develop a plausible policy for the 
pioleclioii. consorvatioi) and proper 
utilisation of our natural rcsounces. The 
colonial policy of commercial forestry did 
not take into account mutters dealing with 
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the interrelationship of forests with 
agriculture, animal husbandry, folk culture 
and socio-economic needs of the people. 
The policies of different Indian governments 
after independence followed the .same path 
and made the same mistakes. 

To conclude, the scarcity of the natural 
resources, which results in social and political 
tensions, is often the outcome of the 
monopoly of certain groups over natural 
resources. This has been highlighted lime 
and agai n during the last two or three decades. 
Natural scarcities ate often the result of sheer 
slwrtsightedness and some basic Haws in the 
economic, social and political structure. 
Therefore, any change in the politics of the 
environment must necessarily entail a 
corresponding change in the environment of 
the politics. The pre- and post-1947 protest 
movements in Uttarakhand Himalaya 
compellingly show the unju.st altiludesofthe 
state systems. Through different protest 
movements the society may be trying to 
systematise i t.scl f and to re.sturc the ecological 
balance ol the region. 

Notes 

[Thi.<i i.i a revised version of ihe papci pre.sciiled 
in the .seminar on 'Karakurum-llindukush 
Himalaya' Dynamics of Change' urgancsed by 
Palt'German Rcseamh Project - Culture Area 
Karakorum (CAK). in l.slumabad, Pakistan 
between .September 29 and October 2. I99.S. I 
wish to thank Irmtraud .Stcllrechi for inviting me 
to Ihe seminar and Udayon Misra tor commcni.s 
on tlic pu|)er.| 

1 The colonial sysicm treated many far-llung 
regions as 'extra-regulation iracis', also known 
os 'iiun-regiilaicdpruvitiec' Kuinaon was such 
a legion [see Whalley 1870]. 

2 Thedeepesi waveoflheslruggleforlhcciealion 
of autonomous Uttarakhand state is going on 
in Ihe hills for last two years Around 40 
Ullarakh-antlis have been killed by the rulers 
of Uttar Piadesh stale. The people, who wca* 
cxlraoidmarily participating in a non-violent 
movement, wemkiiledal Khalima. Mussoortc. 
Dchradun, Koldwar. Namilal For the first 
time Ihe women weie killed in the hills by 
police and were molested at Mu/./.affai'nagar, 
when they wcie en mule to Delhi to participate 
in Ihe (fclobei 2nd (1994) rally. The provincial 
and central govenimenis are making the way 
for Kashmir, Punjab or noilh-easi India like 
silualion in Uiiarakhand. , 

Degar generally implies unpaid forced labour, 
exiracted either by landlords or the slaic. In 
ihc agrarian system of British Kuinaon, 
dominated as it was by peasant proprietors, 
begar meant forcible extiuction, by Ihc stale, 
of labourand/orprodiicc without any payment, 
or with nominal wages. In some respects, of 
course, begar m British Kuinaon was ihe 
conlimiation of a practice followed by earlier 
states. Prior to British occupation, the hill 
districts of Kuinaun had been hricfly under 
Gurkhaiiile. from 1790 lo IKI.S. Although Ihe 
British did abolish slavery, in other matters 
which predominantly included the practice of 
begar. they maintained Ihc prevalent customs. 
Indeed, under company rule the system of 
begar was regularised by associating it with 
land .settlements 

; ‘Money Order Economy’ means a subSisience 


' economy paitiaily sutioined by the money, 
sent by Ihe family meinben working outside 
the region. This process began during colonial 
period but Ihe (enn was coined in post-1947 
period. MO Economy shows alarming out¬ 
migration from Uiiarakhand. Now there is 
need to analyse the term mors critically. 

S IndifferentIndiannalivestalcs, ’prajamamlals' 
were formed against Ihe atrocities of the native 
rulers. The First prajamondal was established 
in Baroda state in 1916. The Tehri prajamundal 
was formed in Dchradun in 1939. It .started 
working inside Ihe stale after 1940. 
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DISCUSSION 


Investment Gaps in Primary Education 

M Govinda Rao 


RAMACHANDRAN. Raval and 
Swaminathan (RRS) (1997) emphasise the 
need to provide universal primary education 
and estimates the resources needed to achieve 
the task. The paper is important as well as 
opportune. It is important because 
international experience, particularlythccast 
Asian experience, has underlined the 
importanceof human resource development, 
particularly that of universal primary 
education in bringing about radical economic, 
social and demographic transition and in 
creating a shared basis of economic growth. 
It is opportune bccau.se the market-oriented 
reforms in India are likely to accentuate 
inter-regional imbalances and investment in 
education can provide the needed corrective 
by both taking capital to labourand improving 
labour mobility. However, in the annexure 
to the paper, the authors bring out the 
shortcoming of the estimates ol ex penditures 
on primary education torecast by the Ninth 
Finance Commission. As I feel that 1 was 
m .some ways responsible for making those 
estimates, 1 feel obliged to respond to their 
observations. 

RRS criticise the Ninth Finance 
Commission’s methodology on three counts; 
(i) the Commission did not incorporate the 
most desired target, i e, univcrsalisation of 
enrolment in pri mary schools; (ii) t he olTicial 
data on enrolment are highly inflated and as 
enrolment is taken in threedifferent variables 
the results are bound to be biased; and 
(iii) the estimates arc based on past expen¬ 
ditures which are far from adequate. Let us 
take these issues in .some detail. 

It must be noted that the Finance 
Commissions in building their estimates of 
expenditure needs have to take account of 
four important factors. First, unlike the 
commissions examining the needs of 

individual sectors, the Finance Commissions 

have to allocate resources baseil on not just 
the needs of any individual sector hut for 
all administrative, social and economic 
services. Second, in allocating resources the 
Finance Commissions have to take account 
of theoverall resource constraints. Third, the 
Commissions’ recommcndationscovcronly 
theensuing five years and even if it sets long¬ 
term targets, there is no assurance that the 
succeeding Commission will be bound by 
them. This is not a mere academic point; the 
discontinuity nwty be clearly perceived from 
the fact that the Tenth Finance Commission 
totally abandoned the approach adopted by 
the previous commission in adopting the 


norms. Finally, the emergence of Planning 
Commission as u i^rmancnl (and more 
powerful) rival agency todispense funds has 
relegated the Fmance Commissions to look 
at merely the non-plan expenditure 
requirements ol the stales, rhus, the Finance 
Commissions piovidc for the prevailing 
levels of .services and achieving long-term 
targets like iinivei salisalion ofcducation falls 
within the lealms of the Planning 
Commission. It is creditable that even when 
bound within these shackles, the Finance 
Coinmssions st.irting mainly Ironi the sixth 
did provide for some upgradation and 
equalisation in the levels ol important merit 
goods. For these reasons, in the prcvailitig 
situation, the Finance Commissions cimnot 
work and make recommendation on targets 
like universahsation ol primary education 
nor can they take some ideal unit costs, 
however objectively determined. 

In fact, in the approach paper put out by 
the commission at the time they were 
developing the norms the feasibility ol 
targeting absolute standards (like universal 
primaiy educataion) based on the 
recommendations of various national 
commissions was considered. It was, 
however, felt that the targets fixed by these 
commissions cannot be achieved within the 
available resources and the time frame of the 
Ninth Finance Commission. Therefore, the 
commission atfempted to allocate resources 
to different states to meet competing needs 
of various sectors within theoverall re.souicc 
constraint. Thus, the commission tried to 
bring about some relative parities in the 
levclsol.services ratherthan achieve absolute 
standards, however laudable and desirable 
they may be. These issues were .set out in 
the approach paper prepared for the 
commission and was di.scussed widely by 
economists and policy-makers before the 
methodology was finalised.' 

RR,S coiuenlion that as the comnn.ssion’s 
estimates are biased is also misplaced. 

Perhaps, they ha VC enough cv idence to pro ve 
thcii assertion that official d.ataon enrolments 

arc highly inflated. But, by itself, this docs 
not prove that the estimates arc bia.scd. First. 
the depcndeni variable is not expenditure 
primary education perenrolled chi Id as stated 
by RRS, but expenditure per child in the age 
groupof6 IC|lndia 1991; 1161.Therefore, 
there is no possibi lity of undcrcstimati ng the 
dependent variable even if the enrolment 
numbers an; inflated. As regards indepen¬ 
dent variables, even if the variable values 


of enrolment ratio and teachei-student 
ratio are ovcresi’inatcs for the reason 
mentioned by RRS (in both the variables, 
the enrolment is in the numerator), the 
regression coclficients show an ‘average’ 
behavioural relationships between the 
dependent and independent vai tables and, 
the normative expenditure estimate.s are 
obtained by subsiituting actual enrolment 
ratios and average values of other variables 
including teachei'enrolment ratio in tlie 
equation. 

This is not to mention that it is not useful 
to estimate the investment requirements of 
primary education oi similar other basic 
social services. They aie indeed necessary. 
Nor can 1 make any observations on their 
estimates in the ab.sence ol methodological 
details How'cver. in the prevailing context. 

It would he unfair to criticise the Finance 
Commi.s.sons on the grounds that they did 
not estimate the expenditure required for thc 
univcrsalisation ol primary education. Hie 
objective of Finance Commissions is to 
achieve a fail distribution of finances so that 
all the stales ait eiuihlcil to provide a given 
level ol administrative, social and economic 
services at a given tax-price. Toachieve this, ; 
the Ninllj Finance Commission provided a i 
conceptual Iramework which, with greater i 
data availability and mcthodogical 
inipi ovemeniscould bcdevciopcrl to estimate | 
the relative cxpcndiiuic needs ot various {- 
services. The norms cho.scn to estimate the J 
needs need not necessarily be average; they | 
can even be maximum and by .sub.s(i(uling ^ 
or KXJ per cent enrolments in the equation, | 
the total expenditure requirements for | 
universal priniaiy education at the prevailing ' 
costs (which IS of course, inadequate) can 
be c.stimalcd. 

Note 

1 Tlie appioach paper prepared by the Com- ■ 
inissiiin was discussed in a seminar organi- . 

' .sud l>y ihc National Inslilulc of Public [ 
finance and Policy (NI(’F'P)iii Fobr ary 1988, I 
which was eventually published, see Rao 
(IW1) 
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Regional Imbalances in Indian Economy 

S M Vidwans 


I APPRECIATE the very fact that Sarkcr 
responded (EFW, October 5, 1996) to tny 
paper and unlike others,' was prepared to 
engage himself in a discussion of my 
commenis on his article (EPW. March 12, 
1994). Alsu. I must thank him for correcting 
my understanding about the dendogram. 

Sarker has not, however, met my main 
criticism. Rather than dealing with its major 
points, he has deticeted attention to minor 
points to belabour them unsucccsslully, said 
.several things which arc not exactly relevant, 
quoted me out of context, distorted my 
comments, and stated plain untruths. In one 
ca.se he has reversed his position a couple 
of times, and one docs not know, by the lime 
this appears in print, where he stands now 
He has seen things in my paper which were 
not there, hut. and worse, evaded tho.se 
.standing out clearly before him for his 
response. The latter makes him say 
misleadingly in the first paragraph of his 
rejoinder, “however, except for one or two 
points, his cnticism is mostly unwarranted.” 
Perhaps, all this was not by default. The kind 
of contents and the rambling style of his 
rcs|Hinsc have made the writing of a reply 
to his rejoinder in a concise manner quite 
a diflicult task. I attempt to do so below. Pur 
ciLse of replying to .Sarkcr’s argument on my 
points, I have assumed that the 16 paragraphs 
of his rejoinder are so numbered. 

Consistent with the order of the themes 
and sub-themes in .Sarker's original ptipcr, 
I had made the following six main points 
in my criticism. 

CtumKi's in Rr/tioiwl Disiuiriiifs: 

(i) The Euclidean distance based on the 
values of indicators, standaidi.scd separately 
for every year, is not an appropriate .statistic 
for measuring changes in disparities. 

(ii) The changes i n the values of coelTicient 
of variation (CV) or the standard deviation 
(SD) of the first PC' scores of a PCA of the 
standardised values of indicators, stan¬ 
dardised separately for every year, have 
no relationship with the changes in dis¬ 
parities. 

hn/Hict of PUm Outlay on Developmenv. 

(iii) 1'he regrc.ssiun analysis of yearwisc 
combined component .score (CCS) on year- 
wise per capiincumulaiiveplanuutlay(CPO) 
cannot meet the objective of analysing a 
state's development (as an effect) in relation 
to its plan outlay (as a cause). 

(i v)The only analysts that Sarker’s metliod 
permits is to study the relationship between 
the CPO ;ind the CC.S reversing their role 
Its cause and effect. 


Smiciimit Changes in Regional Pattern 

of Development: 

(v) The objective required comparisons 
over time, but Sarker's analysis can at best 
make comparisons, at a point ol time, among 
states and did not therefore measure structural 
changes. 

(vi) The graphical plot of the first two PC 
.scores and the dendogram do not provide 
any information that the objective requires. 

In every case I had given enough proof, 
sometimes by the method of rediictio ail 
ahsuriluni, to substantiate my criticism, 
which I do not repeat here for the sake of 
brevity. 

CiiANcins IN Ri'.taoNAi. Di.spakiiii-.s 

Oil the point of Euclidean distance, .Sarker 
admits in his second paragraph that he should 
have taken equal number of indicators for 
the live time points and .says that this 
“limitation’' was pointed out in his paper. 
I had referred to, not ignored, his 
acknowledgement of this ‘limitation.’ He 
concedes thnt*hi.s conclusions regarding 
inverted U-shaped curve should have been 
'moderated' and goes on to say that the thrust 
of the argument would have remained the 
same. This beats logic, and as I shall show 
below, logic gets hunicn like this quite olten 
in Siirker's rejoinder. For, if the number of 
indicators had been the .same, there is no U 
or J or any other shape, upright or inverted, 
that the d- curve woitld trace; it would be 
a Hal line. The Euclidean distance would 
certainly not then support hisjconclusion. He 
has the freedom to maintain the 'thrust', hut 
It has to come fioin somewhere else which 
he has to specify. It is a euphemism lo call 
the varying numbera limitation; it isa .serious 
defect that played havoc with his entire 
analysis as I .slated before. 

In his paragraphs five lo eight and eleven 
Sarkerskirtsthe second point of my criticism, 
in his tilth paragraph, he calls the extensive 
proof I h.'id given “graceless criticism". I 
shall let this remark pass. He admits in his 
sixth paragraph that the u.sc of PC scoic as 
a development indicator is a controversial 
“thing”, gives ten references from Kendall 
to Ran, an>' makes a .statement that it has 
been used by three researchers to measure 
developmental disparities. In his .seventh 
paragraph he merely calls all that I have 
proved as "controversial”, and wants me lo 
quote “reference" to support my argument. 
Calling something controversial is a clever 
device to suggest that (at lea.st) two opposing 
view points are equally worthy of 
consideration, and to dclicct attention from 


my main straightforward point that had 
nothing to do with controversies about the 
use of PCA. I had cautioned that if one uses 
PCA. one should precisely understand what 
it achieves. There is nothing controversial 
about this nor has Sarker questioned any of 
the PCA results I had pointed out; in fact, 
he calls all of them well known results! The 
point about “reference” is curious. I did not 
need the crutches of references, a second¬ 
hand support, when i had given clear proof 
of my assertions. If Sarker knew some 
“references” which prove me wrong, then 
he should have used them and proved me 
so. The simple reason why he does not do 
this is that he has not followed my proof by 
reiliu-tioailahsitriliiniUicxponetheabsufiiity 
to which the use of SI) of his first PC score 
leads one to and thus to establish its 
irrelevance for the purpose. It is surprising 
that he docs not follow my proof because 
he states: “I f any changes occur in any variable 
as discti.sscd by Mr Vidwans, it would not 
be rcllected in the transformed variable 
(I e, PC score).” That is precisely why the 
SD of (he first PC score is irrelevant. If thi.^ 
fact was known to him. he does nut seem 
to follow its logical conclusion. 

In reference to my ob.scrvaiion on a minor 
point that his particular choice of score 
exaggerated the variance of his first PC score 
for different years, and therefore changes in 
it. Sarker begins his eighth paragraph by 
stating. "Thirdly, though he has objected to 
the use of principal components, he has al.so 
suggested difterent alternatives for com¬ 
puting the .scores in his .Statistical Notes 
-(p289.)).” 

It is factually incoricci to say that I 
“objected" to the u.sc of the PC^A or that 1 
was suggesting alternutive methods of 
computing scores. My statistical note pointed 
out the (well known) fact about the PCA that 
actually four different linear functions of the 
original (.standardised) variables can be taken 
to work out the component score, but only 
one of them, y(x) in my nutation, is the one 
whose variance adds up to the total of 
variances in the original indicator values, 
and which therefore docs not mislead one 
about the magnitude of changes in variance 
of component .score over the years. Sarker 
bcl.'ibours this minor point in this long 
paragraph in which he tucks a sclf-serv'ng 
statciiicnt; 

The actual magnitude of variance depends 
U|)on the scaling of scores and the trend of 
that was important hut not the actual 
magnitude. For convenience, it can he 
inflated for belter interpretation (emphasis 
mine) 

lo explain his “wrong choice of statistic”, 
a mild phrase I had used. But he now admits 
purposeful inflation of the change, giving 
for it the specious reason of “convenience”, 
apparently to help him erect the inverted 
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U-shaped trend-curve on tvhich he had set 
hts mind. And. he conveniently ignores the 
results I gavein the table of my first .statistical 
note that if one uses the correct statistic and 
adjusts for the change in the number of 
indicators the inverted U-shapc vanishes. It 
is of no consequence whether his "opinion” 
is shared by some other researchers. 

Sarker's eleventh paragraph amply shows 
that he continues to fail to sec the irrelevance 
of the SD of his first PC score for measuring 
changes indisparity: whethcrthc time-points 
are large in number or only .1 few is 
immaterial. After fully explaining in my 
paper what the increase in the .SD could 
mean, I had stated:'“Whether the change 
could be taken us a rellection of the theory 
of'cumulati vecausation' at work, economists 
may ponder; but it docs not have any asso¬ 
ciation with changes in disparity in develop¬ 
ment." Sarkcr has quoted many references; 
he may check whether they have concludcrl 
about increase in disparity or about cumula¬ 
tive causation. One elemental y thing is how¬ 
ever certain; even if a number of people arc 
doingso.il is meaningless to talk about a CV 
when the mean is set at an arbitrary value. 

Thus, after six paragraphs, five on the 
elaboration of tlie PCA, and (he marshalling 
of an array of “references", .Sarkcr docs not 
prove me wrong in my conclusion that his 
exercise ha.sed on d’ and PCA cannot meet 
iheobjectivcotas.ses.singchangesindispanty 
over lime. 

ImPACI 01 Pl.AN OlTLAY ON DcVia.OPMLNT 

Sarker avoids directly replying to my 
criticism though he touches its two points 
in his ninth, 13th and I4lh paragraphs but 
has no reply to my criticism. The sentence 
with which his ninth paragraph, dealing with 
a minor point I made, begins; 

Fourthly, in a .similar vein, he has put lorward 
his suggestion for computing combined 
com|>onent scores (CCS) while criticising 
my approach without understanding the 
rea.sons behind that. 

has no basis in facts as I had not presented 
.rnoniom any suggestion forthe CCS. In fact, 
I had questioned the use of CCS as a 
development indicator because the two 
components that are combined stand for two 
different facets of development, and 
therefore, the meaning of the CCS needed 
to be stated. Only then did I point out how 
the two components should be Combined if 
one decided to combine iliein into a CCS. 
Without referring to this background, he has 
faulted me for having made a suggestion 
without understanding the reasons - which 
he did not give in his original paircrf!) - for 
the weights he has used for working out the 
CCS. What were the reasons? Sarker says. 

As the main purpose in my study was to 
examine the variation across states, it was 


fell that the first component slumUl get more 
weight as it explains ihe maximum amount 
of variation in the data sci. Similar logic is 
also applied while compuiing |<rinei|>al 
component from die original indicator 
(emphasis mine) 

.Someone's feeling is not a raiiunalc for 
doing something in a purportedly scientific 
study. One .should not, at lca.st. blame othci-s 
for not undcrsiaiuliiig uncxprcs.scd feelings 
Few arc clairvoyam. ^'urther, (he similaiiiy 
(hut he secs m the logic in the two cases is 
illusory. 

Inhi.soiigin.ilpapei (p628).Sarkcrcic.irly 
de.scrihcs wh.ii he had done: 

The I'cgrc.ssuiii .iii.d> sis ix eai 1 icd otii inking 
die coniposile index of develoiimciu 
(coinponcnl scuks) as .idupcndcnl vuriahle 
and the per capiia cimmhuivc plan oiillny 
(CPO) as an c\|il.iiiaii>ry vaiiablc lor c.ieh 
hcnchmaik yc.ii 

But Ihe 13th p.iiugiaph ol his icjoindcr 
contains a.senes III volie-face. He first says. 

In my sUidy. I have examined Ihc impact 
of plan oiillay on devclopmcni mcasiiiing 
Ihe I clationship bciwcen per capiia CPO and 
index ol devclopmcni (CC.S) 

Note the subtle shilt of position lioin 
regression lo icladonship. A little later, aller 
quoting my comment, he says. 

The checking ol c.iusal relalionship. dial is. 
whclhcrdcvelopiiiciil aiti ac's I iiiul al location 
or allocalion ol liind leads lo dcvciopnicni. 
was not Illy aim (emphasis mine) 

If Ihc latter was not his aim, hnw' docs one 
examine Ihc iinpaci ol plan ouilay on 
devclopmcni? He then clanlics lhai: 

My purpose was lo examine whether the 
higher developed stales had received llighci 
plan outlays 01 not 

The Iasi IS not merely a revers.il ol Ihc hr.st 
stalcmeiU and a coniradiction ol the second, 
but something winch he did not at all state 
in his original papei anywhere, and it was 
I who pointed out ihul his data can only 
permit analysis for 'he Iasi objective. 

.So. if AMaiidslorlhcobjcctivcilo establish 
(hal plan oiillays eaii.sc devulopmciil, .md H 
for the objeelive lo e.slablislt that gre.ilci 
development util acts moi e plan oiiilay.s, ihen 
in effect what he said, and is now saying. 
IS that. 

hisobjcetivcwasA.Onhisoiigmal pa|K:i), 
that it was A. (m the first .slaicincni): 
that It was neither A nor B. (in Ihe .second 
stuiemeni): 

and nnally, that 11 was B (in the third 
statement). 

In the same paragraph he then gives a slali- 
•stical argumentlh.iiasubtr.ictionofac-anMiini 
value from th* variables docs noi alfeci 
correlation eocilieieiits. followed tangen¬ 
tially by aiiawe-inspiring warning; “Besides. 
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in social variables, suhiraction is moic 
d.mgcrous..." and steers the ilisciission to an 
altogeiher dilfeient point lacking relevance 
lo ihe point at issue 'IV elemenluiy statistical 
point he has raised simply does not apply 
lo the c.i.se iiiulei consuler.ition because 
dilterenieoiisiani values are subiruclcd I rum 
Ihc individual ob.scrvaiioiis. To save space 
I do not ehiNiraie upon this (soini I am sure 
.Sarkei will .see this il he R'-cxaiumcs his 
(Iciivaiions 

In spue of his third siaiemcnt. towards the 
end ol Ihe I3ih paragi.ipli. he says: “My 
staiemeni iliai planning might have played 
,1 role in Ihe ilevclopiiicnt pioeess ol a slate 
IS a I.K'I." Though this imisi be true, il dues 
noi emerge, .is it eannol. Iioiii his analysis. 

1 had coiieeiled the liiilh ol ii in my paper. 
But. the reason lot .Saikei's cmph.'itic 
slalemeiil cic.irly emerges liom his I4lh 
paragra|)h where he slates: "However, his 
commeni tliai 'no dcvelopmeni iiuik place 
al air IS wioiig " .Saikei Ihiis does not 
uiideist.ind lli.il it was a pioot by nulut lio 
otl alniiriliim that 1 had pioviiled lo piovc 
my point, and only loi Ihe seenaiio lluii I 
had deseiilicd I h.ul si.iied. “Bui we know 
lhat III Ihis scenaiio no vlexelopmcnl look 
phicc at all!" By i|iii>ling me, pailially he li.as 
misled the reader and allcnipted lo hide liis 
lack of undcislandingol my pioot .Sarker's 
enminenis on my illiisli iilive analysis of ihc 
lelalioiiship beiwecn the ('1*0 lelleci) .iiid 
die CCS (cause) ignoie ihc prielical leulity 
ol Ihe (past) periods to which data always 
relate when (preseiil) ileei.sioiis ahoiii plan 
outlays are taken. 

Srni't lORAi. CiiANi.is in Kmiionai 
F’aimknoi Devil (imi.Ni 

S.ii'kei wiiieson die points ol myciiiieism 
in Ins tiiiid, loiirih and 12ih paiagiapli.s, but 
does not deal widi iis siihslanec. He has 
however eeit.iinly enlighlencd me on Ihe 
siihjeei ol dendogram Bui. when he stales 
III ills ihiid paiagiiiph. 

Mis stale ol eoiiliisiop is leflceied in hi.s 
eommeiils’ ‘Simple geometrical and 
st.ilislieal relalionsliips. howcvei, spoil the 
exeilcmelil' (p 2S8«) 

he IS misleading the reader. For, my state¬ 
ment about gcomciiieal and statistical 
leiaiionships was not made in reference to 
this suh-section bui lo lhat on cliangc.s in 
dispariiy measured by (he liuclidcundistuiKe 
wheic I had proved him wrong. Since, he 
has given the page nuniher where the 
stutemeni was made. Ins quoting me out of 
context is not an oversight but a inotivated 
unlair di.stortion. He devotes the rest of (his 
paragraph and the fourth paragraph to what 
a dendogram uchic vc.s and muke.s a revealing 
staicincnt; 

Again, inicrprciaiion of dendograms might 
confuse a layman but not any genuine 
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multivariate user. The graph should always 
he iaterprcted with respect to real data. 

So, it ap|)cars that unless you arc a genuine 
multivariate u.ser, GMU I'of short, which he 
implie.s he i.s and I ant not, and with which 
I agree, you cannot interpret a dendogram. 
But even then it requires to be interpreted 
with re.spcct to real data, which were lacking 
in Sarkcr'soriginal paper. Sarkcr's statement 
also docs not prove me wrong when I said 
that these pictures by themselves do not tell 
much. 

In his 12th paragraph Sarkcr picks up my 
ob.servalion on the uncorrelatcd charucterof 
the first two PC scores to say. 

In the case of 2-dimcnsiunal plotting of 
first two PC components, Mr Vidwans' 
observation was that ‘since in uetuulity the 
iwoseoies arc uncorrelatcd in all benchmark 
years, one would cxpcei roughly uniform 
distribution of 1.^ .states in four quadrants' 
(p 2892). He ha.s not given any theoretical 
Justiriealiunc.xcei'nmakiiigaplain.statement. 
But I think one doc.s not need to give a 
theoretical juslilleatiun lor what was staled 
to be an expectation and I had stated a 
possible reason fur the observed .scatter of 
points. All that Surkersays in the rest of this 
paragraph is u.scful infurinatiun. but that 
does not support the conclusion that one PC 
influences the other, bccau.se they are by 
construction uneorrclated. 

OriiP-R Points 

That leaves paragraphs 10, 15, and 16 of 
.Sarkcr’s rejoinder. His lOth paragraph is 
about some substanti ve questions I had raised 
in my concluding remarks whicli needed 
explanations that Sarkcr even now does not 
offer. He has plainly nut understood them, 
for he thinks they were my criticism “about 
loading pattern or loading values” and has 
replied them in terms of the mechanics of 
the PCA and not of the suhsianec The only 
answer he has is that that is what happens 
in the PCA! 

His ISth paragraph refers to my fourth 
note. Again he attributes to me something 
which I did nut say. I had not pointed out 
any mistakein Sarkcr's calculation of values 
of‘'d”;l hadnoi even u.scd the word‘‘mi.stake” 
in this note. But Sarkcr says. 

Therefore, magnifying these averages as 
‘mistakes’ is unwarranted, 
putting qiiniation marks around the word 
mistakes giving an impiession that I used 
this word in that note. He thus charges me 
with something that I did not do and calls 
a unwarranted. This is irresponsible use ot 
a pen, or shall we say, of a PC! 

But Sarkcr has chosen to remain silent 
about the mi.stakes in calculation I incidentally 
pointed out in the last sentence of the last 
note. These mistakes cannot have taken place 
because, as Sarker .says “...the proofs were 
not sent to him for correction.” This is unfair 


typesetters. For the mistakes are 
of calculation, of taking a wrong number of 
years fur calculati ng growth rates, committed 
not once but three limes. Whether made on 
a calculator or a computer by a GMU, it was 
a set of gross mistakes indeed. 

Sarkcr’s last, the 16th, paragraph contains 
six serious statements. Tlie first statement 
that I tried to disprove something only to 
support it “at large" is just a wild stuicmcnt 
of untruth as he had not shown the plaec(.s) 
where I did thi.s somersault. His second 
statement. an exaggeration, express! ng regret 
that instead of clarifying .some points I have 
contributed to the phobia about computers 
and cumpuicr-ba.scd sophist icalcd techniques 
is imbued with concern for the future of the 
u.sc of these techniques. It also docs honour 
to me. In spite of all that he has said in hts 
piece, he still thinks that I am capable of 
clarifying some points. That is touching. He 
also thinks that a solitary research worker 
like me. opposing the army of his “referen¬ 
ces'’, has the strength to create psychological 
fear about these compuicr-ba.sed techniques. 
If I succeed in that it will he a good thing. 
1 think it is u useful social .service to expose 
the alarmingly frequent, incorrect and 
misleading u.se of statistical methods and 
techniques by some social sciciK'C rcscai-chcrs 
who pay scant attention to the substance of 
their analysis that the readily available 
computer software docs speedily for them, 
and lend tosubstitutetheirthinking apparatus 
by the CPU of the compiiler. 

I am Haltered again by his third .statement 
that my critique would have been u.sctui had 
I di reeled it towards suggesti ng a eon.strucli vc 
alternative. If Sarkcr could care to dwell 
upon my critique di.spus.sionalcly he would 
find (hat when I had showed why his analysis 
had failed, there was a constructive suggc.slion 
indirectly made in it. repeated several tunes, 
for po.ssibly salvaging his failed exercise, if 
he could come nut of the truck beaten by 
a multitude of his “references” he might he 
able to see this. 

After these expressions of grand 
expectations of me, .Sarkcr’s stance changes, 
when he declares in his fourth staieinenl that 
I “critici.sed many things which have no 
validity in theory or in practice.” He does 
not cni ighlen the reader on which "practice” 
he is referring to nor have I a clue about it 


unless it is of the GMUs in which case I let 
it pass. 1 as.sumcthat the connective pronoun 
“which” applies to my act of criticising and 
not to the "things.” Now, it appears that 1 
have to repeat ad nauseam the fact of my 
having provided proofs and Sarkcr having 
ignored them before Sarker. hopefully, 
realises that his statement that my criticism 
has no validity is a blind and wild charge 
with no basis in facts. 

Sarkcr's last two .statements that he had 
done nothing more than apply techniques 
u.scd by others in different contexts and that 
no statistical technique can do ju.sticc to a 
data-set only confirm what I concluded in 
my paper. First Sarkcr has got his wires 
cro.sscd; it isthcproblcm to which a statistical 
technique has to do justice, and not to the 
data-set, which itself, in the first place, has 
todoju.sticc to the probIcm.Sarker’.sexercise 
failed in that. He now admits tudoing nothing 
mure than apply techniques; but that is 
precisely what I observed in conclusion in 
my paper when I said; “He had a set of tools 
of analysis and he wielded them to attack 
the questions unmindful of the efficacy of 
his tools for the problems at hand.” Worse,' 
he also admits that he applied those techniques 
which others did in diflcreni contexts. There 
lies the rub. Did he check wliether a changed 
context did not impair the usefulness of the 
techniques’.' 

CONCT.IISION 

In .sum. Sarkcr’s rejoinder, as misleading 
as his statistical analysis, fails to meet my 
criticism. 1 was tempted to give; “Confusion 
Confirmed”, as a sub-lille to this piece. But 
it was not ncces.sary as Sarker lias already 
provided it which aptly and jusiiliably fits 
litis piece too. In his I Slli paragraph he clari¬ 
fies that he did not use the computer except 
forthePCA. I, therefore, withdraw the adjec¬ 
tive “computerised” from my earlier sub¬ 
title; retaining it will bcunfairto the computer. 

Note 

I I hudcarlierwnitcnthc fulipwingfivecriiiques 
of papers on the .same subject in ARTHA 
VIJNANA.Vol l2,No.l. 1971),EPIV,December 
17,198.T; Soi iul liidiaitorx Resemch, Canada, 
Vol 17, 1985; ICPW, October 18, 1986, EPW. 
June 5,1989 and reply to the rejoinder in EPW, 
IJeceiiiber 1-8, 1990. Only one had been 
answered, although inclfceiively. 
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Subscription Agencies Outside India 
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of India 

Over the years. New India has offered 
a range of paihbreaking insurance covers. 
From cancer, mediclaim and birthright 
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LETTERS TO EDITOR 


Death of a Martyr 

I FIRST met Chandrnshekhar, the CPI(ML) 
activist who was killed recently in Bihar, 
about five years a^'o in JNU. I had been 
invited by an informal group of students to 
talk about thestmggle of the bhils in Madhya 
Pradesh. Wchadalongdisctissioii .iflerwards 
about the relevance of the environmental 
movement to a broadbased people's struggle 
in India. He had made the point that 
environmental struggles were ephemeral 
because they did nut fully address the 
demandsof the pool and also did not challenge 
the state and other exploiting intcre.sts 
comprehensively enough. I had resptinded 
then by pointing oul the limitations of the 
CPKMLl’s understanding and tactics. His 
murder underscores the fact that the CPI( ML) 
through its many groups still poses the most 
serious challenge to the exploiting classes 
and despite its limitations remains the .sole 
standard-bearer of a people’s revoliilion in 
this country. 

Later on Chandu went on to become the 
general Kcietary and president of the J N US U. 
He used to speak deprecatingly of the politics 
of the JNUSU which necessarily had to be 
of a hodgepodge variety given the changing 
character of the student intake in recent years. 
He was committed to going hack to the 
flaming Helds of Bihar where revolutionary 
politics flourishes. 

The detith of a martyr shotild never he 
mourned because he dies by delinition lor 
the rest of humanity which does not perceive 
that the bell is tolling fur it too. Chandu's 
death should .serve as a warning to the rest 
of us who are committed to really bringing 
power to the people to redouble our efforts 
and keep the torch burning to pievcni ilarknc.ss 
from engtilling us. 

In a great gesture Chandu's mother 
Kaushalya Devi has refused the Rs I lakh 


ex-grutia payment made by the government 
saying that she docs not want to legitimise 
a government that pursues anti-people 
IKjlicics and only wakes up when there is 
a hue and ci y. Both mother and son dc.serve 
our homage for liolding up values that have 
become all too rare in the.se self-serving 
limes. 


Human Rights 
Violations in North-East 

A 14-MEMBER Fact Finding Mission 
consisting, among others, of lawyers, 
journalists and representatives ul women’s 
groups, which visited seven states o( the 
north-east where the Artncd Forces (Special 
Powers) Act is under operation, has cotne 
out with a .‘>(),0()()-word report which with 
the help of exhaustive accounts based on 
interviews and investigations establishes 
that the Act has disrupted normal civilian 
life, legitimised aibilrary killing of citi/.cns 
by the security forces, led to illegal ilcten- 
tion and custodial violence, ilcnicd the 
citizens their legitimate right to justice 
from the courts, undermined the authority 
of the civilian administration and exploited 
intcr-coinmiinity (both tribal and non- 
iribal) rivalries through a policy ol 'divide 
and I tile’. 

The l'’act Finding Mission, which 
compiised, besides journalists and lawyers, 
repicseiii.ilivcs from people’s movcmcnis 
and human rights groups like the Narmada 
Bachao Andolan (Baroda), ,Saheli (Delhi), 
Indian Peoples’ Human Rights Tiibunal 
(Bombay), People’s Union for Democratic 
Rights (Delhi), A.s.sociation lor Protection 
of Dcnmcratic Rights(Calculta), Vimochana 
(Bangalore), the Naga Peoples' Movement 


Subscription Rates 
Inland 

(including Nepal and Hhulan) 



Six inonlhh 

Oik year 

(ill rii/K'i'.t) 
Two years 'llirceycais 

In.slitulions 

- 

(■oil 

112.*! 

loStI 

Individuals 

2S(» 

47S 

87.*! 

127.S 

Concc.s.sional Rules 

Teacliei s/KescarcIters 


.f2.S 

yw) 

Students 

- 

22S 

- 


Concessional rales are available only in India. To avail of oncessional rates, ceriiticalc Iroin 
relevant institulion is essential 

Reinitiancc by money order/baiik draft/poslal order rcquesied. Please add Ks 14 lo ouisialion 
cheques towards bank colleelinn churge.s. 


Foreign (in US 

_Air Mail_ _.Surface Mail _ 


Pakistan. Bangladesh and Sri Lanka 

Insimilions 

81) 

Individuals 

.SO 

Insimilions 

6.S 

Individuals 

.SO 

USA. Canada, UK, Euro|)c, Japan, 
New Zealand. Australia and Russia 

ISO 

UK) 

- ‘)0 

65 

All oiIkp counines 

100 

70 

70 

.50 


All remiliances to Econumic and Political Weekly 


for Human Rights (Imphal) and Solidarity 
Group in Support of Restoration of Ci vif and 
DcmiK'ralic Rights in the Noiih East (Delhi^.- 
in April 1996 visited Nagaland, Manipur, 
Assam, Miz.ornm, Tripura and Aninachal, 
the six stales now under the Armed Forces 
(Special Powcr.s) Act, as well as Meghalaya 
which (hough outside the purview of the Act 
till now was found by the Mission’s team 
of in vestigaiors to be u state where there was 
a “high, not to mention disturbing, military 
presence...accompanied by the widc.spread 
enforcement of several Draconian Acts such 
as the erst whi leTADA, N.S A, and Meghalaya 
Preventive Detention Act...’’. 

The report makes ii clear, with abundant 
evidence collected meticulously from all 
these stales, that the union government has 
failed to find political solutions In the 
problems that beset the north-eastern states 
anti has chosen instead to resort to extensive 
miliiari.sation and use orreprc.ssivc legislation^ 
likethe Armed Forces (.Special Powers) Act. 

In the process, it has distanced itscll from 
llie gciuime needs and aspirations of the 
people ol the legion. and its security forces 
treats everyone - wheihei the common 
people, stuclcnts’ groups, women’s organi- 
.saliuns, human rights acii vests.orpaitieiptmts 
in tleiiiocralic movemciiis - .is nulilunis and 
secessionists to be suppressed by the use of 
military power. The report stales, “in fact, 
iii.my officials even lelt Mial 'oulsiders’ like 
the Fact Finding teams who go to make 
enquiries mio human rights violations by 
securiiy forces were ‘.stooges’ of militant 
groups”. 

The Fact Finding Mission .ilso draws 
aitcniion lo ilie iiuer-cllmic conllicls iimoni'ji 
the peoples of ilie icgion wliieli have led lo 
insularity and chauvinism among .some 
movements, ollen resulliiig m fratricidal 
killings. Ilrcmindsthc militant groups which 
have taken up arms that they must bear the 
responsihilily for their actions and the impact 
ol tlieir armed struggle on civilian 
popiiialions.e.spceially on communities other 
than llioir own. 

The report, while calling upon tlicmilitant 
groups toendcavourtu find jieacclul solutions 
to their conllicls and work lo establish their 
democratic Cl edeiuials, at the samclimcurges 
the government to recognise the grievances 
that arc being articulated by all kinds of 
groups in the nnrih-cast and find political 
.solutions to them. Calling for an end to the 
‘cyclical nature of violence in the north¬ 
east', it warns; "As long as the government 
deals with the issues as law and order 
problems to be suppressed by military 
.solutions. It will only cause the c.sealaiion^ 
of armed resistance”. ^ 

A Rbaduk 

New Delhi 
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Two Faces of Bihar 


D uring the last few weeks, two distinct faces of Bihar 
politics have come to the forefront. One was that of a 
blustering chief minister who, faced with a string of criminal 
charges, made adisgusting spectacle of himself by shamelessly 
trying to cling to power. This picture which attracted a lot 
of media attention, tended to put in the shade the other face 
of Bihar, which was that of a brave and self-respecting woman 
who, at around the same time, was drawing thousands of 
supporters in her fight to bring to the dock the goons of the 
ruling party who killed her son and two others - all activists 
of the CPI(ML.). Their murder was the latest in a .series of 
killings of Leftist cadres by armed gangs of the landlord 
clxsses, enjoying the chief minister's patronage. 

Laloo Prasad Yadav blew hot and cold on the national scene 
- now threatening in public to withdraw support fmm the 
UF government and the next moment cringing in private 
before the prime minister for protection from prosecution in 
the fodder scam case. In an unequal contest with him in the 
public arena, there was Kaushalya Devi, an ordinary village 
woman. She was the mother of Chandrashekhar, a former 
pre.sidcnt of the students’ union ofJawaharlal Nehru University 
of Delhi, who returned to his home last year to work as a 
full-time activist of his party in the peasants’ movement in 
Siwan in Bihar, where he was gunned down by assassins of 
the ruling Janata Dal on March 31. Traumatised by the killing 
of her son, she still sttwd her ground holding her head high. 
When the administration offered her a cheque of Rs 1 lakh 
as relief by way of compensation for the killing of her son, 
she promptly rejected the offer - a decision which stands out 
in sharp contrast to the scramble for saris and dhotis that one 
observed among those who were brought to participate in 
a Janata Dal rally in Patna some time ago which was addressed 
by Laloo Yadav. Explaining her refusal to accept the 
government’s monetary offer, at a public meeting organised 
by the CPI(ML) in Delhi recently, Kaushalya Devi first posed 
a question: “Two other people were also killed [besides her 
son] by those goondas’ bullets. Why were their families not 
given such cheques?” ,‘jhe herself answered the question - 
and her answer hit the nail on the head, exposing Laloo 
Yadav’s politics of bribery. She said: “Because they want 
to buy my silence, that's why.” 

It is this attitude, shaped by a steadfast loyalty to certain 
fast disappearing moral principles and a sense of self-respect, 
that marks out people like Kaushalya Devi from the types 
of Laloo Yadav. Both might have come from the same 
background of socio-cconomically depressed classes. But 
while Laloo Yadav is Haunting his caste origins and has been 
able to reachhis present status by making use of OBC-fricndly 


‘Mandal politics’, there are many others in even the caste- 
ridden society of Bihar who think in terms of class struggle, 
and have the courage to act beyond Laloo Yadav’s narrow 
agenda of self-perpetuation as a chief minister based on caste 
loyalties. 

Threatened by CBI pro.secution, Laloo Prasad Yadav rc.sorted 
to the usual braggadocio about his fight against the BJP and 
upholding the cause of Bihar’s downtrodden. As for the first, 
his decision to arrest the BJP leader L K Advani when the 
latter passed through Bihar during the ‘ratha-yatra’ some 
years ago endeared him to the Left and democratic forces 
which accepted his credentials as a secular leader. Ever since 
then he has been living off that leather in his cap. But is Laloo 
Yadav any less an obscurantist Hindu politician than the 
members of the Vishva Hindu Parishad or the Bajrang Dal? 
All through the crisis period of the CBI investigation against 
him during the last few months, he had been offering oblation 
at ‘maha-yagnas’ in his house, which had lieen organised to 
placate the gods to protect him. In a television interview 
during this period, he proudly displayed rows of rings on 
his fingers, which he claimed were of ‘tantrik’ make and 
would protect him from the spells cast by his opponents 
in the BJP. Here is the president of the Janata Dal - the 
leading constituent r)f the United Front government which 
swears by secularism and promises to develop the ‘scientific 
temper’ (under the Fundamental Duties section of the Indian 
Constitution). Arc we expected to take him seriously, or 
humour him as a jester? 

As for his other claim - about advancing the rights of the 
poor in Bihar under his regime - it has already lieen demolished 
by the bloody history of organised upper caste and upper class 
violence against the dalits that has marked Laloo Yadav’s 
governance all these years. It was under his regime that the 
most notorious gang of rich landlords, the Ranvir Sena, 
succeeded in emerging as a poweiful force with the help of 
the police and local administration in parts of Bihar, where 
it has massacred c.mntless ‘dalit’ villagers. It was Laloo 
Prasad again who patronised .Shahabuddin, the Janata Dal 
MP who IS now in jail facing several criminal charges 
and who has been implicated in the murder of the CPI(ML) 
activist Chandrashekhar in Siwan on ciicumstantial 
evidence, according to the recent report of a fact-finding 
commission of senior academicians from the Jawaharlal 
Nehru University and Jamia University of Delhi and other 
social activists. 

It is significant that the targets of Laloo Yadav’s police 
and the landlord gangs operating under his patronage have 
not only been the various CP1(M1.,) factions who have been 
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organising poor peasants and dalits against 
feudal oppression, but also the cadres of the 
CPI and the CPI(M) (who are allies of the 
Janata Dal government in Bihar) whenever 
they have sought to occupy land held in 
excess of the ceiling by big landlords, and 
tried to distribute it among the landless 
or carry out other forms of democratic 
struggles. Since 1990, during Laloo Yadav's 
reign, accordingtoCPI(M)'soniciai figures, 
about 30 of its cadres have been killed in 
Pumea, Darbhanga, Bhagalpur, Kisanganj 
and other districts. The CPI also has lost 
a number of its followers in Palamau, 
Purnea and other places during this period. 

In the face of this growing threat to the 
Left from feudal-fascist forces under Laloo 
Yadav's regime, it is about time that the Left 
parties in Bihar - ranging from the CPI and 
CPI(M) on the one hand to the various militant 
CPI(ML) groups on the other - closed ranks 
to fight the menace of corruption and 
criminality and work towards an alternative 
strategy to replace Laloo Yadav’s 
government. These Leftist forces, their 
differences notwithstanding, do have bases 
and pockets of influence among the poor and 
small peasants, dalit agricultural labourers, 
tribal communities and workers in the 
industrial belt of Bihar - all who constitute 
the majority of the state’s population. I f they 
can be brought together on a platform with 
the common objective of resisting corruption 
and crime, and a strategy of land reform to 
fight Bihar’s perpetual agrarian poverty 
(insteadofl^ no Yadav’sstrategy of offering 
sops like saris and dhoties to the poor during 
,..^his rallies), Bihar may look forward to a 
’Wter future. 

BALANCE OF PAYMENTS 

Uneasy Portents 

WITH the release of foreign trade data for 
March 1997 and with some indication of 
the magnitude of the major components 
of the balance of payments, a reasonably 
good picture of the external accounts for 
1996-97 is now available. The addition 
of $ 5.2 bn to foreign currency reserves 
looks impressive; it has taken total reserves 
to$ 22.4 bn or the equivalent of over six 
months’ imports. On just two occasion.s 
in the past has the build up of reserves been 
as impressive: $ 8.9 bn in 1993-94 and $ 5.6 
bn in 1994-95. in 1995-96 there had been 
a loss of reserves of $ 3.7 bn. All the same, 
a number of special, largely unexpected, 
features stand out in the BOP situation in 
1996-97. 

The RBI had said in its Annual Report for 
1995-96 that while a current account deficit 
of 2 per cent of GDP, the outcome of a 


16-17 per cent annual growth in exports in 
dollar terms and 14-15 percent rise in imports, 
was sustainable, one above 2 per cent was 
not. As the year progressed, thesccalculations 
were proved too optimistic. With a sudden 
drop in export-import trade and slump in 
industrial activity, the economy was in no 
position to ab.sorb foreign savings to the 
extent of 2 percent of GDP. The government 
duly lowered its estimate of likely current 
account deficit in 1996-97 to 1.7 per cent of 
GDP, the same as in 1995-96 and the 
Economic Survey placed it even lower, at 
less than 1.4 percent. Now the current account 
deficit is estimated at 1 per cent of GDP or 
$ 3.5 bn. 

The reduction of the current account deficit 
and accumulation of reserves have been the 
result of some noteworthy developments in 
the external sector. First, the merchandise 
deficit has been contained at $ 5.4 bn which, 
though higher than in the previous year 
($4.5 bn), is substantially less than that 
anticipated earlier (over $ 7 bn). These 
figures are, of course, based on DGCI&S 
data which are known to underestimate 
the trade deficit. For 1995-96, for instance, 
the DGCl&S had placed the trade deficit at 
$ 4.9bn. whereas RBI’s balanceof payments 
data estimated it at more than $ 8.9 bn. For 
1996-97 the RBI figure is likely to be ashade 
below $ 8 bn. There has been, as is well 
knnwn.a sharpdeceleration inexport growth 
in dollar terms to 4 per cent in 1^6-97, 
against the target of 20 per cent .set by the 
commerce ministry and the growth of 21.4 
percent in 1995-96. Import growth too came 
down from 28 per cent in 1995-96 to 6 per 
cent in 1996-97. What has been responsible 
for the trade deficit in 1996-97 is the large 
increase in petroleum imports by 34.4 per 
cent, the result of an 8.6 per cent fall in 
domestic crude production and some rise in 
international crude prices. Non-POL imports, 
on the other hand, declined by I per cent. 
Even allowing for the notable strengthening 
of the dollar over the past year, there is no 
gainsaying the slowing down of export- 
import trade in 19%-97. Buoyancy in private 
transfers which are estimated at $ 10 bn in 
1996-97 against $ 7.5 bn in 1995-96 is 
another factor which contributed to the 
favourable turn of the BOP situation in 
1996-97. Private transfers have been rising 
rapidly in recent years, from $ 3.6 bn in 
1993-94 to i 6.2 bn in 1994-95 and $ 7.5 
bn in 1995-96. Apart from the depreciation 
of the rupee and some reversal of earlier 
capital flight,theliberalisationofthcexternal 
sector has pushed up the transaction levels 
under different heads. The net benefit in 
terms of increase in invisible receipts has, 
therefore, not been commensurate with the 
rise in private transfers. Between 1992-93 


ow 


and 1995-96 gross invisible receipts rose 
by $ 8 bn and gross invisible payments by 
$ 5.5 bn, thus adding only $ 2.5 bn to net 
receipts. Net invisible receipts may have 
been around $ 4.5 bn in 1996-97 against 
$ 3.5bnin 1995-96. Foreign exchange outgtv- 
has been very sizeable under travel and 
investment income recently. The latter 
represents outward remittance of dividends 
on foreign equity and interest payments on 
foreign borrowings. These remittances, 
which were $ 2.8 bn in 1992-93, crossed 
$ 5.5 bn in 1995-96 and may have touched 
$ 6.5 bn in 1996-97. A fini factor in the 
build up of reserves is the rise in net capital 
inflow from $ 2.6 bn in 1995-96 to an 
estimated $ 9.5 bn in 1996-97. All major 
components of capital inflow - foreign aid, 
commercial borrowings, NRl deposits, 
portfolio Hows and foreign direct investment 
- have shown a larger increase in 1996-97 
compared to the previous year. 

All the .same, the rise in exchange reserves 
cannot quite hide the fact that the domestic^ 
and external adjustment programme has so 
far failed to pul the BOP situation on an' 
cnduringly stable footing. After three years 
of export growth, there occurred a serious 
setback in 1996-97. More important, there 
has hardly been any change in the composit¬ 
ion of exports. Secondly, while larger pri vate 
transfers (which may now get a further fillip 
on account of the voluntary disclosure 
.scheme) may give the authorities some room 
to manoeuvre in managing theexternai sector, 
they cannot be a substitute for achieving a 
more dynamic external balance linked to 
production activities. Remittances can flow 
out as readily in a liberal external policy 
environment as they fiow in. Lastly, even 
the new policies related to foreign capital^ 
arc not explicitly geared to improving the 
productive base of the economy. 

The euphoria that the economic reforms 
had given a boost to exports has proved to 
be short-lived. The export growth during 
1993-94 to 1995-96 was partly a recovery 
of the ground 1o.st in the two preceding years. 
Though with the sharp readjustment of the 
exchange rate of the rupee, the discretionary 
export incentives were supposed to be 
eliminated by and large, nothing of that sort 
has happened. A recent report of the 
Comptroller and Auditor General has 
estimated that the customs duty forgone 
under the four export promotion schemes, 
namely, advance licence, export promotion 
of capital goods (EPCG). export promotion 
zones (EPZ) and export-oriented units 
(EOUs), was Rs 8,605 crore in 1994-95, 
Rs 9,300 crore in 1994-95 and Rs 8,590 
crore in 1995-96, amounting to 38.3,34.6 ^ 
and 24 per cent, respectively, of total 
customs duty collections. This refers only 
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to customs duty forgone, not the many 
other incentives for exports such as spe¬ 
cial import licences and interest rate 
jpcessions. The composition of exports 
^ hardly undergone any change in the 
t-reform period, with the emphasis still 
agro-products and gems and jewellery. 
Export of capital goods constituted about 9. S 
per cent of total exports in 1990-91 and in 
1996-97 the proportion would be no higher 
than 9.2 per cent. The performance of the 
corporate sector shows little evidence of any 
stepping up of the tempo of exports. Data 
for S20 non-financial public limited 
companies assisted by the IDBI show that 
while their foreign exchange earnings rose 
by 185 per cent from Rs 5,422 crore in 
1991 -92toRs I5,502crorcin 1995-96. their 
foreign exchange expenditure shot up by 
280per cent from R.s7..301 croretoRs 27,741 
crore, pushing up the nel foreign exchange 
outgo from Rs 1,858 crore ($ 760 mn) to 
Rs 12,239 crore ($ 3,660 mn). 

Hie reasons for the lack of dynamism in 
H the export sector are not far to seek. The 
export promotion policy package has sought 
to cmphasi.se conventional notions of 
competitiveness based on profitability 
derived from depreciation of the rupee and 
other fiscal and financial incentives. Tliese 
are relevant, but up to a point. From a longer 
run point of view, sustained export growth 
depends on expanding knowledge and 
technology intensiveexports by undertaking 
the necc.ssary dome.stic investments. Many 
south-east Asian countries have achieved 
this through dynamic import substitution 
policies, by absorption of advanced 
technologies and closely linking the use of 
foreign capital to these policies. In the 
Indian case, nearly two-thirds ($ 12 bn out 
f of $ 18 bn) of the foreign capital inflow has 
constituted portfolio investment. Even if 
only FI investment in the share markets and 
FDI flows are considered, more than 50 per 
cent ($ 7 bn out of $ 13.5 bn) has been FI 
investment. As for FDI flows, a preliminary 
study of about 3,5<(X) foreign collaboration 
approvals between August 1991 and 
December 1996 shows that the foreign 
collaborators’ focus is overwhelmingly on 
the domestic market rather than on exports. 
Further, foreign investment proposals 
approved by the Foreign Investment 
Promotion Board/Cabinet Committee on 
Foreign investment have been in low 
priority areas with a concentration in 
consumer goods and the services sector. 
Over 55 per cent of the approvals in terms 
of the value of investment were in the.se 
' two categories. Of the rest, while 32.7 per 
cent went to infrastructure industries, 
f capital goods industries accounted for less 
than 10 per cent. 


CONGRESS 

Party Games 

THE abrupt withdrawal of support to the 
Deve Gowda government, besides settling 
some scores with the United Front (UF), was 
also aimed by Sitaram Kesri to strengthen 
his grip over the Congress as the party 
president. The Congress has continued to 
suffer electoral reverses even after Kesri 
became its president. In the Congress 
parliamentary party (CPP) meeting on March 
17, party MPs had warned Kesri against 
unilaterally deciding to withdraw support to 
the Gowda government without consulting 
the parliamentary wing of the party. Yet 
Kesri withdrew support, keeping .Sharad 
Pawar, the leader of the CPP, very much in 
the dark. The aim was to disrupt the parallel 
channels of communication between the UF 
and the Congress and thus gain control over 
all the reins of the Congress. Kesri’s decision 
to withdraw sup|)urt may not have resulted 
in the formation of a Congress-led coalition 
government at the centre, but he has 
outflanked his rivals within the party. 

Kesri has been unsure of his support within 
the party. A Rajya .Sabha member, he has 
no mar« base of his own. His first move to 
consolidate his position within the party was 
to axe the existing pradesh Congress 
committee (PCC) leadership in states where 
the Congress had received less than 30 per 
cent 1 otes. But even here, he did not change 
the PCC leadership in Uttar Pradesh and 
Bihar where the party has secured 5.8 and 
11.26 per cent votes, respectively. This was 
obviously because the largest number of 
delegates who eventually decide who is to 
be the party president hail from the.se two 
slates. Any dis.sension within the pradesh 
committees in these two states due to a 
change of leadership would put Kesri’s 
chances of emerging as the party president 
i n the forthcoming party elections in jeopardy. 
Disbandment of the ICCs elsewhere gives 
Ke.sri the opportunity to reconstitute them 
in his favour in states like Jammu and 
Kashmir, Tamil Nadu, Arunachal Pradesh 
and Haryana, where the existing PCCs are 
almost defunct. The relatively quiet 
acceptance by the CPP of Kesri's unilateral 
decision to withdraw support to the Gowda 
government has proved beyond doubt the 
incapacity of Sharad Pawar or Rajesh Pilot 
or of any of the supporters of Narasimha Rao 
to rebel against Kesri. Hence the recent 
bravado of A R Antulay challenging Kesri’s 
bid for presidentship is unlikely to impress 
many Congressmen. 

By notonly rescheduling thcorganisational 
and presidential polls but changing the very 
pattern of these elections, Kesri is attempting 


to secure his base.Conventionally.theoigani- 
sational polls right from the primary level 
to the election of the AICC delegates used 
to he held before the election of the party 
president. But now Kesri is aiming to have 
the presidential elections before the AICC 
is constituted. It means that the party president 
will be elected by the district Congress com¬ 
mittees rather than the PCCs who make up 
the A ICC delegates. The largerthe electorate, 
the better Kesri’s chances of overcoming the 
factional politics in the AICC. Though all 
these manoeuvres have led to breach of the 
deadline set by the Election Commission for 
the organisational polls, Kesri, a politician 
without a mass base, is clearly out to contrive 
a base fur himself within the party. 

MAHARASHTRA 

Political Ends and Means 

A correspondent writes: 

FOR a state which has many firsts to its 
credit, Maharashtra added anotherthis week. 
In what mu.st be the first instance of this kind 
in the country, the Nagpur bench of the state 
high courthas fined three seniorstate officials 
of the state government while ordering the 
relea.se ot a person detained under NSA. 
The court hq/d two of the officials, chief 
secretary (home) and the police com¬ 
missioner, Mumbai, personally responsible 
for not applying their minds to the case with 
due care. It also dismissed as "wholly 
untenable” the argument advanced by 
them that the detention was necessary in 
the interest of maintaining public order. 

The person ordered to be released by the 
high court is Arun Gawli, described by the 
police sources as an underground don. He 
is said to be behind many criminal acts in 
Mumbai, including extortion. At the same 
time, It IS noteworthy that not many cases 
arc registered against him. The police had 
cited threats allegedly held out by Gawli's 
henchmen against two businessmen for 
detaining him under NSA. While ordering 
his release, the high court made a distinction 
between inain-tcnance of law and order and 
maintenance of public order. According to 
it, threatening an individual would consti¬ 
tute a problem of maintaining law and 
order; it cannot be considered as threat to 
public order. 

In the public mind, Gawli is perceived 
as a major gangland leader of Mumbai, 
mainly active in the working class areas. The 
muscle-power of his group has come in 
handy to many in the past. It has been used 
by diverse groups andindi viduais to persuade 
workers and make them see reason on 
variety of issues, from deciding on the 
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quantum of annual bonus to creating 
problems for political rivals, often from their 
own patty. (Jnsurprisingly .Gawli is supposed 
toenjoy a good rapport with many politicians 
ofthecity. When he was arrested on February 
21. the ItK-al Shiv Sena MP not only came 
out strongly against the action but even went 
im a hunger-strike in protest. The general 
hclicf is that Ciawli’s services are much in 
demand lately by the land sharks and the 
politicians in league with them who want to 
gel unencumbered possession of prime real 
estate by removing legitimate occupants or 
hrow-bcating workers who have large dues 
fromthe textile millsand have been opposing 
the mills being allowed to dispose of their 
land. The only assets oi these mills today 
are the large pieces of prime real estate in 
their pos.scssion. Ga wii ’ s men have also been 
found useful in breaking upn val trade unions. 

it was to he expected that a man found 
icseful by iMiliticians for his muscle-power 
should sooner or later want to eliminate the 
middlemen and develop his own political 
base, lliis has already happened in some 
subuibs of Mumh.ii and elsewhere in the 
country Apart from trying to oust other 
trade unions from the field (mainly .Shiv 
Scna-coiiirulled unions, in many cases 
e.slablishcd in the past with his help). Gawli 
floated a new political parly on the eve ul 
the municipal elections in Mumbai and set 
up sonic 40 ciiiulidaies in his ateas of 
influence. His action was iiercctvcJ, by and 
laige. as having been inspired by Congress 
leaders and as a tlircui to Shiv Sena. With 
the municipal elcclions due on February 23. 
a charge was tiled against Gawli on the 
evening ol Fcbiuary 20 under NSA by Ihc 
SS-BJP governmciii and lie was arrested in 
Ihc early hours of Fcbiuary 21 and whisked 
out nt Miinihai. Normally, the pioccssingof 
an NSA case easily i.ikcs a couple ol weeks, 
thus giving ample giound to the high court 
to conclude that there liad not been proper 
application of the miiul by the conccitied 
officials in this case 
None ol (ia wh's men won i n the municipal 
eleciions, bm the matter is not expected to 
end there A new trade union body has come 
into exi.sicnce under his leadership. It is 
expected to lunclion with the covert support 
of the Congicss. with much the same strong- 
arm upamdi as that ol the Shiv 

Sena coniiolled irailc muons and is seen as 
a direct nval to ilic latter. I hc irony of Ihc 
situation is not lost upon the public. Some 
30 years back, it was the then Congress 
leadership which had encouraged the 
forinaiioii ol Shiv Sena to cinh the innuence 
of the Icliisi iiiiiiins in the city. 

Heing 'll i.iil IS not a new experience to 
(iawli; noi docs it seem to cramp his style. 
Apparently, he is able to run his underworld 


empire as easily from the jail as from biitsidb. 
In faa, he may be better off than some other 
underworld dons of Mumbai, who have to 
base themselves in Dubai or other similar 
distant places. Unbelievable though it may 
sound, the police plan to question Gawli in 
connection with the murder of a millowner 
committed in Mumbai while Gawli was in 
Amravali jail. The high court has strongly 
critici.scd Maharashtra’s chief of prisons and 
asked him to explain how Gawli could hold 
his ‘darbars’ in prison without the knowledge 
of the authorities. The chief of prisons has 
been fined for not taking corrective action 
against the officials implicated in such 
activities in the past. 

In retrospect, it seems clear that the 
detention of Gawli under NSA was not so 
much for national security or even main¬ 
tenance of local law and order as for some 
temporary political objectives of those in 
power. It has shown once again how. even 
the most .senior civil .servants arc ever so 
willing to help out their politician bosses in 
their illegitimate pursuits .and allow the 
government machinery to be abused in Ihc 
process. I'he entire edifice of re.sponsibic, 
popular government is based upon the 
assumption that Ihc civil service will not 
allow itself to be used by the politiciaas for 
the time being holding government office 
for their political ends. As is well known, 
Maharashtra is not the onlv stale where such 
malpractices nourish. But it seems to have 
acquired the distinciion of being Ihc first 
where a chief secretary to the government 
has had to be fined by the courts for derel iction 
of his dutic.s at the behest ot his political 
masters. 

UNITED KINGDOM 

Workers and Labour 

IN ihe advanced capitalist societies, such as 
Britain, it is the varied strata of the middle 
clasw's - or, to put it differently, people 
working mainly in Ihe vast service sector - 
which numerically dominate the society and 
theicforc determine the electoral outcome in 
the parliamentary system. This means that 
a political party which has any intention of 
radicalising |H>litics has to be mindful of the 
interests of the middle classes or give up 
indefinitely the idea of capturing power. In 
the latter event, it has to stay on the margins 
of |/olitieal power and carry out its task by 
continuously presenting and asserting radical 
policy alternatives. 

For a number of years the Labour Party 
in Britain seemed to have chosen the latter 
option. In any case, this W3.s the practical 
fall-out of its ideology which had not totally 
gi ven up the I niercsts of labour. Nevertheless, 


it failed not only to give a radical turn ti 
British politics but also, in fact, to stop thi 
advance of anti-labour conservatism. On tin 
other hand, the experience of Labou 
governments in Australia and New Zealam 
suggests that, since the imperative of powe 
does not stop working even after Laboif 
parties manage to form the government, the] 
end up making compromises which leavt 
little difference between them and th< 
Conservative patties. 

The Labour Party, which has assumec 
power in Britain after 17 years, seemed tc 
have accepted the logic of the imperative ol 
power in the pre-election phase. That was 
the main reason it was able to trounce the 
Conservatives with a wide margin. In its 
election campaign, it projected an image of 
a certain degree of conservatism with greater 
aplomb than the Conservatives themselves. 
It is difficult to say at this stage whether it 
would persist in f^uifilling the promises it 
made to the middle classes in order to ensure 
its victory in the next election. However, if 
it docs so - like its former counterparts in 
Au.siralia and New Zealand - it may end up 
alienating the working classes, which are its 
real constituency, and harmingtheirinterests 
for a long time to come. At the same time, 
it may not by doing this necessarily return 
to power i n t he next election. That eventuality 
depends on a number of factors, not least 
among them always being the actual 
performance of a party while in power, 
irrespective of its ideological predilections. 

On the other hand, if the Tpn]M|Blair 
government takes an uncxpeciaiyf|) in 
favour of labour and is also able tonH|k|e 
Ihe routine affairs of state fairly competoBk 
it would have, by the time to Ihe next clecticR 
at least laid the ground for the revival of thS^ 
now moribund labour movement in the* 
country. This however is acourse that seems 
uniikeiy given the penetration of the Labour 
Party in the recent years by elcmeiits who 
seem to have been seduced by the ideology 
of globalism and liberalism without regard 
for welfare policies. 

This .scenario raises a number of questions 
in the context of a viable radical politics in 
bourgeois parliamentary democracies in the 
coming years and decades. But the foremost 
among these seems to be: is it not time the 
labour movement dissociated itself, in its 
day-to-day politics, from political patties 
which claim to be parties of labour but do 
not always actually turn out to be so when 
in power? While on the one hand such a 
course of action would free labour unions 
to agitate for the rights of the workers even 
under the rule of left-leaning governments, 
on the other it would keep such governments 
under pressure not to stray too far from their ' 
ideological moorings. 
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CURRENT STATISTICS EPW Research Foundation 


1997'98 lisis begun wttli d renewed itn|)eiuh lo Hquidiry j^iwtti fnllowing coniititied ihl1i)W of I'tweigii cRdiaiigc nitd mopping up by ilic RHI Since the end ot February, 
there Invs been a rUc ot* $3 bn (abtnii Ra 10.400 crorc) in ullicial bnvign exchange icMtrve^ Over tiur paM une imnith. Mi. bank tleivohib ami biink .ulvaitces. ai also 
ikH RBI credit to the centre imve tncrcasetl unusually by 4 percentage iKUtiis each With luiig*(oiiu rates ot tnieiest showing no sigmlicam dowiiiremi and cun^nics 
generally reporting uits«ttistuctory tc.Milis, ilie /tg>/»g ot sluire iiriecs persists Ovei.iU, GDR indices show a siee|ier tall than domestic shaiv prne imliccs 

Macroeconomic Indicators 
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Ovci Month Over Yc.ir 


FlNCiil Year So Far 

1997-98 1996-97 1996-97 I99S-96 1994-95 
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Oepusil.s with Hanks 568115 
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variations over the period specified or over the coniparubic period of the previous y-ur. na = not available * unchanged 
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COMPANIES 


EPW Res«irch Poundadon 


IPCA LABORATORIES 

Drop in Margins 

PROMOTED by the Bachchan family IPCA 
Laboratories manufactures speciality 
formulations such as anti-malarial, anti¬ 
emetic, anti-hypertensive and antibiotic 
drugs, which together account for around 60 
per cent of the company’s turnover. The 
balance comes from bulk drugs, drug 
intermediaries, generic formulations and 
hospital products. The company' s plants are 
located at Kandivli (Mumbai). Athal (near 
Silvassa), Ratlam (MP). Indore (MP), 
Gandhidham (Gujarat) and Sidhpur 
(Gujarat). 

Despite its debt burden doublinp to Rs 64 
crore following a delay in the commissioning 
of its plant and cost overruns, the company 
has done well since its public issue in February 
1994, The company's margins were eroded 
in 1995-96, allegedly as a result of dumping 
the anti-malarial drugchloroquin phosphate. 
While the company managed to incrca.se net 
sales by 10.6 percent and valucof production 
by 11.3 per cent, operating profit grew only 
marginally by I per cent following a sharp 
inccca.seinoperatingcxpenses. Even sharper 
increases in interest charges (up I I8.S per 
cent) and depreciation provision (up 38.8 
per cent), led to a sleep decline in net profit 
which fell by 18.9 per cent. 

The only silver lining in the company's 
performance was the 27 per cent increase in 
exports and a 4.7 per cent fall in imports 
dunng the year. 

Despite earnings per share falling from 
Rs 14.8 ill 1994-95 to Rs 12, the company 
maintained the dividend at 27 per cent. The 
company's book value increased from 
Rs 73 per share to Rs 82.4 per share. 

Tlie company's new formulations unit at 
Athal near Sil vas.sa was commissioned during 
the year and is expected to substantially 
contribute to export turnover in future. To 
strengthen its R and D base, the company 
has also set up a new R and D centre at 
Kandivli for bulk drugs and drug 
intermediates. With a view to setting up a 
new bulk drugs and drug intermediates 
manufacturing unit, IPCA has acquired 
around 60 acres of land near Baroda. 

For the first six months of 1996-97, the 
company achieved 18 per cent higher sales. 
However, net profit stagnated at Rs 9.24 
crore. The company even lost the National 
Malaria Eradication Programme tender to 
competition and was consequently forced to 
cut its production by over 40 per cent during 
this period. 

Meanwhile, the misfortunes of another 
group company, namely, Amitabh Bachchan 


Corporation (ABCL) have prompted the 
Bachchans to dispose of their 36 per cent 
stake in IPCA. The deal which will reali.se 
around Rs SOcrore, isexpected to be finalised 
soon. However, Ajitabh Bachchan will 
continue as the chairman of the company 
while Prem Chand Godha and M R 
Chandurkar. who each hold an 18 per cent 
stake in IPCA, will be retained as managing 
directors. 

The company’s share price quotes at 
around Rs 100 on the bourses, discounting 
its 1995-96 earnings per share by 8.3 times. 

IIERBHRTSONS 

New Joint Ventures 

llcihenson.s, a part of the UB group of 
companies, is well known for its Kingfisher 
lager beer. The UB gmup is a major name 
in the domestic liquor industry. Hcrbcrison.s 
presently bottles over 2.00.(K)0 cases of beer 
per month at its Tuloja brewery and, in 
addition, it also munutacturcs Indian made 
foreign liquor (IMFL) and batteries. 

The company perloimed well in 1995-96 
when It notched an 86.2 per cent iiicrca.se 
in net profit on a .34.7 per cent increase in 
net .sales. While value of production rose by 
30.7 per c^t over 1994-95, operating profit 
jumped by 35.7 per cent. The rise in the 
company’s bottomlinc was despite sharp 
incrca.ses in interest charges (up 20.9 per 
cent), depreciation provision (up 184.4 per 
cent) and tax provision (up 185.7 percent). 
The company achievcda4l 5 percent incrca.se 
in exports. 

Despite the increase in profitability, and 
consequently in eamiiigs per share from Rs 
3.8 last year to Rs 6.4, the company 
maintained the dividend rate at 25 per cent. 
Book value moved up only imuginally from 
Rs 31.3 per share to Rs 33.6 per share mainly 
due to the increase in equity capital during 
the year under review lollowing conversion 
of fully convertible debentures. 

Herbertson's energy products division 
faced a minor setback following the soaring 


prices of its principal raw material, lead and 
natural rubber. Still, despite frequent load 
shedding and power cuts affecting 
production, the batteries division achieved 
a turnover only marginally lower than in the 
previous year. 

The company's sales were affected in 
Andhra Pradesh and Haryana by prohibition. 
The company has also obtained approvals 
from members for investing in joint venture 
companies to be incorporated in the states 
of Rajasthan and Uttar Pradesh for manu¬ 
facture of grain-based alcohol. The brewery 
undertaking, meanwhile, is under transfer to 
United Breweries, the flagship company of 
the UB group. 

With the telecom boom in the country, a 
number of multinationals have entered die 
fray and this will automatically result in 
demand for higher ampere hour batteries. 
The company’s LIB-MEC possesses this 
icclinology. Indian Railwaysisamajorclient 
ofthe company. Herbert .sons has also bagged 
large orders for supply of heavy duty traction 
batteries to the Russian market. 

The company’s shares quote at around 
Rs 60 on the bourses, discounting its 
1995-96 earnings per share by 9.4 times. 

SIIREE OEMENT 

Benefit of Price Rise 

Shrcc rement, a Calcutta-based Bangur 
group company, fared well in 1995-96. The 
company has a 7.6 lakh tonne cement plant 
at Bewar in Rajasthan and is in the process 
of setting up another 1.24 mn tonne plant. 
With a capacity utilisation of over l(X) per 
cent, the company’s machine productivity 
is one of the highest in the world. ElTicient 
use of raw material inputs and low freight 
costs (due to proximity to markets) easure 
that the company’s per tonne cost of 
production is much lower than the industry 
average. 

Forthc year 1995-96, the company earned 
a 49.7 per cent higher net profit on a 17.5 
percent highci net sales. Valucot production 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has cuine to oui notice that a large number ol subscriptions lu ihe EPW from outside 
the country together with the subscription payments sent to supposed subscription agents 
in India have not Ix-en forwarded to us. 

We wish to point out to subscribers and subscription agencies outside India that all foreign 
subscriptions, together with the appropriate remittances, must be forwarded to us and not 
to unauthorised third parties in India. 

We take no lespomibitiiy whatsoever in respect of subscriptions nut registered with us. 
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The Week’s Companies 

(Ks lakh) 


Growth and Financial 

iPCA 

Laborntorim 

Hcrbcrtaoiw 

Shrac Cement 

Indicalors/Yeor Ending 

March 

1996 

March 

1995 

hfarch 

1996 

March 

1995 

March 

1996 

March 

199$ 

Income/apprupriatlomi 

1 Net sale.s 

20883 

18878 

25298 

18786 

17610 

14991 

2 Value of pnxlucliun 

21755 

195.50 

25201 

19286 

17729 

14772 

.1 Other Income 

70 

436 

383 

258 

1.382 

973 

4 Total income 

21825 

19986 

25584 

19544 

191II 

15745 

$ Raw materials/stores and 

9555 

8187 

3097 

2131 

3700 

3330 

spares consumed 

6 Other manuffictunng expenses 

4818 

53.54 

11392 

9396 

5.361 

4604 

7 Remuneration to cmployce.s 

1614 

1197 

1047 

834 

744 

603 

8 Other expenses 

2968 

2404 

7525 

5324 

3808 

4130 

9 Operating projit 

2870 

2844 

2523 

1859 

5498 

3078 

10 Interest 

922 

422 

1083 

896 

951 

546 

11 Gross profit 

2007 

2498 

1443 

619 

4583 

2691 

12 Depreciation 

408 

294 

438 

154 

446 

60 

13 Profit before tax 

1.599 

2204 

1005 

465 

4133 

2626 

14 Tax provision 

95 

350 

400 

140 

800 

400 

15 Profit after tax 

1504 

1854 

605 

325 

3.333 

2226 

16 Dividends 

338 

3.32 

229 

213 

614 

492 

17 Retained profit 

1166 

1522 

376 

112 

2719 

1734 

Llabililics/asiiets 

18 Paid-up capital 

1250 

1249 

952 

852 

2903 

2463 

19 Reserves and surplus 

10179 

9083 

2244 

1818 

10584 

6396 

20 Long-term loans 

6503 

3273 

2128 

2364 

6094 

.3046 

21 .Short-term loans 

- 

100 

4604 

4372 

1240 

1089 

22 Of which bank borrowings 

- 

_ 

1677 

1919 

1204 

9.54 

23 Gross ftxed assets 

10.546 

854.3 

8062 

6389 

20037 

II35I 

24 Accumulated depreciation 

1695 

1249 

1989 

1.561 

674.3 

6370 

25 Inventories 

6321 

.5493 

1624 

1512 

2944 

1834 

26 Total a.ssets/liabililies 

20615 

16789 

17089 

14911 

24610 

1.572.3 

Miscellaneous iteiii.s 

27 Excise duty 

886 

674 

1372 

452 

3156 

31.53 

28 Gross value added 

4794 

3937 

.3648 

1923 

6134 

3962 

29 Total foreign exchange income 

8163 

6427 

206 

40 

1 

341 

30 Total foreign exchange outgo 

4261 

4291 

254 

148 

1033 

221 

Key flnancial and performance ratios 

31 Turnover ratio 

(sales to total a.sscis) (%) 101.30 

112.44 

148.04 

125.99 

71.56 

95.34 

32 Sales to total net assets (%) 

116.46 

137.75 

254.81 

199.72 

84.58 

115.37 

33 Gross value added to 
gross fixed assets (%) 

45.46 

46.08 

45.25 

.30.10 

30.61 

34.90 

34 Return on investment 

(gross profit to total assets) (%) 

9.74 

14.88 

8.44 

4.15 

18.62 

17.12 

35 (iross profit to .sales 
(gross margin) (%) 

9.61 

13.2.3 

5.70 

3..30 

26.02 

17.95 

36 Operating profit to sales (%) 

13.74 

15.07 

9.97 

9 90 

31.22 

20.53 

37 Profit before lax to sales (%) 

7 66 

11.67 

3.97 

2.48 

23.47 

17.52 

38 Tax provision to 
profit belore lax (%) 

5.94 

1.5.88 

.39.80 

30.11 

19.36 

15.23 

39 Profit after tax to net worth 
(return on equity) (%) 

13.16 

17.94 

18.93 

12.17 

24.71 

25.13 

40 Dividend (%) 

27.00 

27.00 

25.00 

25.00 

22.50 

20.00 

41 Earning per share (Rs) 

12.03 

14.84 

6.36 

3.81 

11.48 

9.04 

42 Rook value per share (Rs) 

82.35 

72.97 

33.57 

31 .34 

46.46 

35.97 

43 P/E ratio 

8.31 

i:.79 

9.44 

13.11 

1.65 

5.86 

44 Debl-cquily ratio 

(adjusted fill revaluation) (%)■ 

63.17 

35.91 

66.58 

88.54 

45.18 

34.38 

45 .Short-term bank borrowings 
to invenlories (%) 



103.26 

126 92 

40.90 

52.02 

46 Sundry creditors to 
sundry debtors (%) 

30.99 

.35.62 

99.50 

84.85 

76.87 

61.53 

47 Total remuneration to employees 
to gross value odded (%) 

33.67 

30.40 

28.70 

43.37 

12.13 

15.22 

48 Total remuneration to employees 
to value of production (%) 

7.42 

6.12 

4.15 

4.32 

4.20 

4.08 

49 Gross fixed a.sscis formation (%) 

27.97 

84.97 

26.1^ 

26.39 

76.52 

19.74 

50 Growth in inventories (%) 

15.07 

61.37 

7.41 

54.29 

60.52 

0.49 


means nol available. 


iifeieasedby 20iier cent over 1994-9S. With 
a tight leash on operating expenses, die 
company’s operating profit soared by 78.6 
percent. Despite a steep escalation in interest 
charges (up 74.2 per cent), depreciation pro¬ 
vision (up six times), and tax provision (up 
)(X) per cent), net profit improved by 49.7 • 
per cent during the year under review. 

With earnings per share rising from Rs 9 
last year to Rs 11.50, the company increased 
the dividend rate from 20 per cent to 22.5 
per cent. Book value too moved up from 
Rs 36 per share to Rs 46.50 per share. 

Thecompany’s new plant, whichiscoming 
up adjacent to its existing plant site, is 
expected to be more economic costwise as 
compared to the industry average, 
maintaining its present capital cost advantage. 
The capital cost per tonne of the new project 
works out to just a little over Rs 2,6(X) per 
tonne, against an industry average of over 
Rs 3,600 per tonne. 'The project, costing 
Rs325 crore, is expected to commence 
commercial production shortly. Anotherplus 
point for the project is the fact that the 
company has not resorted to issuing equity 
to finance the new plant. While finanoial 
institutions provided a long-term loan of 
Rs210 crore, the balance was financed 
through internal accruals. 

However, there are several causes for 
concern if one analyses the company’s 
performance during the year. Firstly, the 
increase in sales was more due to better price 
realisation of cement than because of any 
hike in actual quantity of sales. In a single 
year, 1995-96, price realisation per tonne of 
cement went up by a substantial 22 per cent 
from Rs 1,957 per tonne to Rs 2,394 per 
tonne. On the other hand, thecompany’s side 
volume declined from 9.27 lakh tonnes in 
1994-95 to 8.58 lakh tonnes during 1995-96. 

Secondly, while the company’s imports ^ , 
increased more than eight-fold, there were 
virtually no exports during the year under 
review (compared to export earnings of 
Rs 3.4 crore during the previous year). 

Moreover, the cement i ndustiy is expected 
to see recessionary trends in the next few 
years. Other major concerns forthecompany 
i nclude frequent power cuts, transport wagon 
shortage and inadequate coal supples which 
can strain production and increase costs. 
Also, the company’s plants ate situated in 
the northern region which already faces a 
threat o^f oversupply of cement. With the 
emphasis on investment in infrastructure, 
the demand for cement, however, could 
stabilise providing the infrastructure pro¬ 
jects actually commence. At present many 
of these projects have been delayed or put 
on hold. 

Thecompany’sshare price quotes at around 
Rs 19 on the Bombay Stock ^change, 
discounting its 1995-96 earnings per share 
by a mere 1.7 times. 
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OF LIFE, LETTERS AND POLITICS 


Literary Heritage in the Dock 

2pd 

What is being done to our languages is really pathetic. The Shiv Sena 
and BJP members of the Maharashtra legislative council have 
opposed the publication of a third edition of Mhainbhat's 
Leelacharitra edited by V B Kolte, an erudite researcher on the 
Mahanubhava tradition and literature. 


THE Sanskrit word ‘leela’ means play. Play 
of variou.s kinds. Medieval Indian literatures 
played with ‘leela* in various ways. A minor 
‘Special Article’ a la EPW can be written 
on the subject. The meanings and 'avataras* 
of ‘leela* in various Indian languages could 
be a very good title. In Marathi the word 
jjMs acquired a pronunciation which is 
IVifferent from the Sanskrit or north Indian 
one. The latter ‘1* is pronounced differently. 
The 50th letter of the alphabet replaces the 
other T. (This letter also appears in several 
other Indian alphabets such as Kannada, 
Telugu, Gujarati, Oriya. Tamil and so on.) 
So the play begins with sounds. The play 
with the meaning follows. ‘Leela' becomes 
a very different ‘leela’ when the latter ‘I’ 
changes. It is then naughty play, it is also 
amorous play. Some might even argue that 
it is ‘bhakti’ with tongue in cheek almost. 

So it was in the 13th century. There was 
a sect called the Mahanubhava which wa.s 
later supplanted by the more popular bhakti 
sect. All this ‘leela’ of the sects is a fascinating 

t in of the history of the Marathas. An original 
liter of no mean significance, Mhainbhat 
put a work together called Leeacharitra, a 
biography which narrated the various ‘leclas’ 
of the founder- guru of the sect. Like all good 
books, this one has some rather delightful 
blasphemies in it The Mahanubhavas 
rejected the notion that all godheads were 
‘avatara’ of one god, Vishnu. Forthemevery 
avatara’ was a separate, independent god. 
They accepted Krishna (the fellow known 
for his ‘leelas’) as a complete and 
independent god and rejected everyone 
else. They rejected Rama and Sita. They 
also rejected the Vitthal of Pandharpur, 
easily the most popular and revered 
godhead of Maharashtra, All such beliefs 
and assertions always go with an 
enthusiasm and polemical zeal. So did 
•they then. Leelacharitra is not kind to 
Sita. Nor is it very kind to Vitthal and 
iso on. 

You must wonder why we have chosen 
to take you on to a literary history trip. There 


is a reason. Leelacharitra in a justly famous 
work. Many years ago a great researcher on 
the Mahanubhava tradition and literature, 
V B Kolte, edited and published this work. 
It was published by the Maharashtra 
government. It has gone through twoeditions 
already. It has been out ol print for a while. 
Legitimately a third edition is due. 

But that perhaps is not to be. The Shiv 
Sena and the BJP members of the legislative 
council of the state and the language to 
which Mhainbhat belonged a good six or 
seven centuries earlier have made bold to 
‘demand’ that this book not be published 
because it has uncharitable and blasphemous 
remarks about Sita, Dnyaneshwar and Vitthal. 
One can understand and forgive the BJP 
legislators for their ignoiance because they 
probably do not recognise any language 
other than Hindi. At best they treat other 
Indian languages as ‘secondary’ to Hindi. 
The Shiv Sena councillors cannot be so 
easily forgiven. Not that they know better. 
But they have always claimed special credit 
for what they do and have done for Marathi 
and Maharashtrians. On this question they 
stand doubly condemned 

Historical positions taken several centuries 
ago - that is the issue really Literary history 
is being subjected to the most horrendous 
political mobocracy. Marathi newspapers 
which wrote e^its when Solzhenytsin was 
attacked (and just as well that they did) arc 
quiet about this blasphemy of literary 
history and politics. 'The position men¬ 
tioned above was taken in the legislative 
council on April 12. Till now no cultural 
activists, no newspaper editors, no seculari.sts, 
no radices, no bourgeois gentlemen, literally 
nobody in the land of the Marathas has 
protested against this callous attitude to hi.s- 
tory. Leelacltaritra is a part of my heritage. 
1 do not have to share its assessments. But 
it is a major work which has shaped our 
language. Pramod Mahajan may not .sec it 
that way. He cannot he fauhedcither. Marathi 
is not even his stated concern. (Although he 
should hang his head in .shame at what his 


legislators aredoi ng to Marathi and its history, 
especially in the context of the support 
Marathi and Maharashtrians give to his 
politics and party.) With Manohar Joshi the 
crime becomes asin. Shivaji did not persecute 
the Mahanubhavas, although the text was 
available then. Tukaram did not attack or try 
to banish this work, lie could have, with his 
influence and appeal. But then not being a 
neo-Hindu he did not believe in banning 
texts. He created his own text. The ignorant 
members of the ‘upper’ house of the 
Maharashtra legislature do not know their 
literary history and, perhaps for that reason, 
want to destroy it. 

All this is infuriating. But anger is not 
important. What is being ‘SJone to our 
languages is really pathetic. Our liberals and 
modems have no time for them. They have 
more fashionable targets to defend. Our right¬ 
wingers do not seem to know anything about. 
let alone languages and literature, even the 
Hindu tradition in which these allegedly 
blasphemous things were written. A small 
poet from Kalyan (about whom we have 
written in this column) was a victim. Now 
even Mhainbhat has not escaped. It is almost 
like an English memberof parliament asking 
for Thackeray to be banned! We use 
Thackeray’s name advi.scdly. Maybe, a Shiv 
Sainik might read these words by mistake 
and may be restrain his Icgislatois from 
playing with Thackeray. 

Marathi literature needs more than cultural 
freedom today. It needs protection. If 
Mhainbhat is not .safe, nobody is. Marathi 
is not safe in the hands of the legislators of 
the ‘Yuti’ (the name by which the coalition 
of BJP and Shiv Sena is known). Nobody 
has time for people's languages. The world 
hasn' t changed muchsincethetimeofPhule, 
the last great champion of people' s languages. 

A small post-script has become necessary 
to this latest ‘leela’ thrust upon Mhainbhat. 
The Maharashtra legislative assembly 
discus.sed a ban on the autobiography ot V 
B Kolte on April 23 and MLAs on both sides 
of the house found the book ‘obscene*. A 
Congress MLA tried and defended the grand 
old man of historiography of Marathi 
literature. But to no avail. The speaker ruled 
that Azuri Chalatoch Voor (‘And I Continue 
to Prod’), the autobiography of V B Kolte. 
should be referred to the ministry of home 
affairs for proper ‘examination*. The ‘Yuti 
Sarkar’ (the BJP-Shiv Sena government) 
has put Marathi literary traditioninthedock. 
From the dead Mhainbhat to the living old 
researcher Kolte - they have been asked to 
come and stand in the dock. Defenceless and 
supportless, they may have to. 
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COMMENTARY 


THbal Areas: IVansition to 
Self-Governance 

Mukul 

The Panchayats (Extension to the Scheduled Areas) Act of 1996 will 
strengthen the tribal people's struggles on issues of natural resources, 
mega projects, displacement and self-governance. 


FINALLY, after a long journey, came the 
Panchayats (Extension to the Scheduled 
Areas) Act, 1996 when parliament passed 
it in the last winter session and the president 
gave his assent on December 24, 1996. 
Technically, it is meant to provide for the 
extension of the provisions of Part IX of the 
Constitution, relating to the panchayats, to 
the .scheduled areas. At the same time, it 
gives radical governance powers to the tribal 
community and recognises its traditional 
community rights over natural resources. 
With this Act, thetribals and their movements 
will be strengthened in their struggles on 
issues of natural resources, mega projects, 
displacement and self-governance. Free 
market forces, which are bent upon taking 
control of the decision-making processes, 
resources and markets, will find it difficult 
in the future to continue like before. Para¬ 
doxically, the government, whose economic 
policies arc creating havoc for the tribal 
community, has been forced to go ahead 
with this piece of legislation after a lot of 
dithering. But in this situation also lies the 
danger that the forces opposed to the Act 
will try to subvert the radical content of the 
legislation. 

However, K B Saxena, secretary, ministry 
for rural areas and employment, comments, 
“The Act will create tremendous pres.sures 
in the states to enact laws according to its 
spirit. The ministry will also monitor as to 
whether the state governments arc going in 
the right direction or not. And it will be 
difficult, almo.st impossible, for the rulers to 
ignore the implementation of various 
provisions of the law.” 

B D Sharma, a leading figure of the 
National Front for Tribal Self-Rule, which 
was agitating for tribal .self-governance, also 
foresees such a situation: “Self-government 
is an inalienable right of every community. 
It is a natural endowment like air and is the 
very essence of .social reality of humankind. 
It is the life breath of a democratic polity. 
It is in pursuance of this approach that we 
did not wait for the formal implementation 
of Bhuria Committee Report by the govern¬ 
ment and launched a Civil Disobedience 
Movement on October 2, 1994, asserting 


the right of self-government at the village 
level. The new law makes a'sea change in 
the above situation and casts a grave respon¬ 
sibility on the organisation.” 

It is significant to note here that now the 
state governments will have to enact, amend 
or repeal their panchayat laws for the 
scheduled areas “until the expiration of one- 
year from the date on which the Act received 
the assent of the president”. 

Historical Backoround 

In fact, the constitutional and legal history 
of the formation of scheduled areas in our 
country has its bearings on the present times. 
Jaya Prakash Rao documents this past in a 
comprehensive manner. Under British rule, 
the Scheduled District Act was promulgated 
in 1874 and tribal areas were delineated as 
scheduled areas. The Government of India 
Act of 193S further classified these areas 
into two categories, i e, north-eastern tribal 
region and other backward regions. The 
former was totally excluded from the ambit 
of normal laws, whereas the latter were 
partially excluded. 

Independent India has more or less 
continued with this scheduling. North-eastern 
tribal regions of Assam, Meghalaya,Tripura 
and Mizoram are put in the Sixth Schedule. 
An elected autonomous district council, with 
legislative and judicial powers, can be 
constituted under the Sixth Schedule. The 
council is empowered to make laws on land, 
water, forest, village or town administration, 
marriage and divorce, social customs, etc. 
The council is also empowered to decided 
whether an act made by the parliament or 
the state legislatures can be applied to the 
council area or not. The Fifth Schedule, 
which covers the tribal areas of the country 
except north-eastern region, makes specific 
provisions for the administration and control 
of tribal areas. Under this schedule, the 
governor or a Tribal Advisory Council has 
been given several powers to m^e provisions 
for the administration of tribal areas. He can 
repeal or amend any Act of parliament or 
of the state legislature or any existing law, 
if he thinks them to be detrimental to the 
interests of the tribals. 


However, in practice the situation is 
entirely different. In- spite of several 
provisions in the Hfth and Sixth Schedules, 
tribal areas are beinggovemedmechankalVi 
and sometimes ruthlessly, hy the laws pass^ 
by the state and central governments, without 
any modifications. Whether it is the Forest 
Act or Land Acquisition Act or Excise Act, 
they are being applied in the tribal areas as 
they are, causing serious problems. Not only 
this, many tribal dominated areas all over 
the country have never been included in the 
scheduled areas from the colonial period 
itself. Though parliament amended the Rfth 
Schedule in this regard, directing state 
governments to send proposals for scheduling 
left out tribal areas, till date this direction 
is not being adhered to. It is a sorry state 
of affairs that in the states of Tamil Nadu, 
Karnataka. UP, West Bengal and Kerala, 
there is no area listed as scheduled area. As 
a result of this, a targe number of trib: 
living in compact areas have no right t' 
claim under the Fifth or Sixth Schedules. 

The 73rd and 74th constitutional 
amendment inserted Part IX in the 
Constitution to ensure a panchayati raj set 
up with some new emphasis. Compulsory 
elections of the local level bodies, reservations 
for scheduled castes, scheduled tribes, other 
backward classes and women, setting up of 
a state finance commission, and other 
provisions were said to ensure more 
decentralisation and people's participation 
in the developmental processes. This new 
part excluded scheduled areas from its 
operation, but also provided that parliament 
may extend the provisions to the scheduled 
and tribal areas, subject to some exceptions 
and modifications. Nil 

However, when the state governments 
started enacting panchayat laws, they 
conti nued with the past practice of not taking 
into account the needs and requirements of 
scheduled areas. They enacted state laws for 
all the areas and thus did not exclude the 
scheduled areas from their perview. This 
was challenged in the High Courts of Andhra 
Pradesh, Bihar, Orissa and Maharashtra. The 
courts held the extension of State Panchayat 
Acts to the scheduled areas as ultra-vires of 
the Constitution and viewed that Part IX can 
be extended to scheduled areas only through 
an Act of parliament. 

Bhuria Committee 

This created an unprecedented situation in 
the scheduled areas of the country, as the 
formal institutions created under the new 
provisions of the Constitution weredeclared 
illegal and the traditional institutions of the 
tribal areas were unrecognised by law. 
Political parties, tnbal members of the 
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pariitment and more so. people’s orga¬ 
nisations, movements and groups took up 
this issue. 

Against this background, a committee of 
members of parliament and experts was 
constituted in June 1994 to make 
^commendations on the law concerning the 
extension of provisions of the 73rd 
constitutional amendment to the scheduled 
areas. Thecommittee underthechairmanship 
of Dileep Singh Bhuria, MP, submitted its 
report in February 1995. This report, which 
has rightly been called as “an important 
benchmark in the history of democratic 
India”, made path-breaking recommenda¬ 
tions on village governance, participatory 
democracy, community control over re¬ 
sources, suitable administrative framework, 
etc, for the schedule areas. The committee 
felt that “while shaping the new panchayati 
raj structure in tribal areas, it is desirable to 
blend the traditional with the modem by 
treating traditimial institutions as the founda¬ 
tions on which a modem suprastructure 
l^huuld be built”. Thus it recommended that 
rhe gram sabha should be given complete 
command over natural resources, i e, land, 
water and forest. The approval of the gram 
sabha should be necessary for land acquisition 
for any purpose other than defence, railway 
lines, road, .schools and hospitals. The gram 
sabha should have powers for maintenance 
of peace, adjudication of disputes, subversion 
of all institutions located within its 
jurisdiction and control over all matters 
relating to day-to-day life of the people of 
the village. Gram panchayat, the first formal 
institution, should prepare and implement 
all developmental plans, subject to the 
approval of the gram sabhas. The panchayat 
will be responsible for settling inter- 
^labitation disputes and hear appeals against 
^decisions of gram sabha. 

These and other similar radical provisions 
worried the government and they backed out 
from their promise to make exclusive 
provisions in 73rd constitutional amendment 
for scheduled areas. There were no signs of 
implementation of the Bhuria Committee 
recommendations. However, even at this 
juncture, tribals, movement groups, people's 
organisations, tribal MPs, continued with 
their efforts. The National Front for Tribal 
Self-Rule, a newly-emerged platform of 
organisations from different pans of the 
country, was in the forefront of channelising 
such initiatives. The one high point of it was 
an indefinite fast of 32 tribal representatives 
from all over the country at Raj Ghat, Delhi, 
from February 16, 1996. On the 10th day 
of the fast, the then minister of parliamentary 
aft^airs visited the site of the fasting leaders 
and categorically assured them that a law 
incorporating the recommendations of the 
Bhuria Committee Report would be 
introduced in then current session of the 


patiiament and in the event of that not being 
possible, would be promulgated through a 
presidential ordinance. But unfortunately, 
neither the bill nor the ordinance came up 
during the Congress regime. 

The United Front government came with 
its common minimum programme and 
promised the implementation of the Bhuria 
Committee recommendations. But once 
again, dilly-dallying on the part of the 
government forc^ the National Front for 
Tribal Sdf-Ruletooiganisc various struggles. 
A large numberof tribal representatives from 
all over the country organised intensive 
campaigns and agitational programmes in 
Delhi from September 2-6, 1996. Finally, 
the Bill came into being in December 1996. 
11 is pri marily based on the Bhuria Committee 
recommendations. “We have diluted the 
recommendations of the committee and 
accepted the suggestions from various 
quarters like ministers, state governments, 
etc. But in spite of this dilution, almost all 
the main points of Bhuria Committee remain 
and they will largely sati.sfy the needs and 
aspirations of the tribal people", accepts 
Kinjarapu Yerrannaidu, minister for rural 
areas and employment. 

P\NCHAYATS FOR SCIICOULtil) AREAS 

The Panchayats Bill 1996 provides 
panchayats for the scheduled areas, but 
with a difference. It not only accepts the 
validity of “customary law, social and 
religious practices and traditional manage¬ 
ment practices of community resources", 
it also directs the state governments not 
to make any law which is inconsistent with 
these. The Act accepts a clear-cut role of 
the community and gives wide-ranging 
powers to gram sabhas, which has hitherto 
always been denied by the law makers of 
this country. 

According to this new law, every gram 
sabha in the scheduled area will he competent 
to safeguard and preserve the traditions and 
customs of the people, their cultural identity, 
community resources and customary modes 
of dispute resolution. Every gram sabha will 
approve the plans, programmes and projects 
for social and economic development before 
they are taken up for implementation. They 
will also be responsible for the identification 
or selection of persons as beneficiaries under 
the poverty alleviation and other 
programmes. Thus tribal community of a 
scheduled area as a whole will be a coherent 
and united working organisation in the form 
of a gram sabha. 

Problems of land alienation and land 
acquisition in scheduled areas have frequently 
been coming up. The Act says that “a state 
legislature shall ensure that panchayats at the 
appropriate level and Oram Sabha are 
en^wed, specifically, the power to prevent 
alienation of land and to take appropriate 


action to restore any unlawfully alienated 
land of a Scheduled Tribe”. In the same 
manner, it states that the gram sabha or the 
panchayats shall be consulted before 
acquiiiition of land in the scheduled areas for 
development project. 

The Act covers the question of ownership 
and management of natural resources: 
Planning and management of minor water 
bodies shall be entrasted to panchayats at 
the appropriate level. The recommendations 
of the gram sabhas or panchayats shall be 
made mandatory prior to the grant of 
prospecting licence or mining lease forminor 
minerals. Gram sabha or panchayats will 
take over the ownership of minor forest 
produce. 

The Act also gives powers to gram sabhas 
and panchayats in some other crucial areas. 
The power to enforce prohibition or to 
regulate and restrict the sale and consumption 
of any intoxicant, the power to manage village 
markets called by whatever name, the power 
to exercise control over iastitutions and 
functionaries of all social .sectors, the power 
to control local plans and resources, including 
tribal sub-plans - all these empower the 
tribal communities to regulate various forces 
according to their needs. 

Thus a model Central Act, in spite of 
dilutions and delays, gives constitutional 
and legal .sanctijy to community rights. Now 
the state legislations have to honour this act 
in aycar. But given the past experiences with 
the state machinery, this is not going to be 
a smooth affair. There arc certain provisions 
concerning the gram sabha in the model Act 
which are absolute. However, there arc certain 
other areas, where it is divided and yet to 
be decided between the gram .sabha and/or 
panchayat. And it will depend on the state 
legislations as to how they frame their 
respective laws. Not only this, whereas the 
Bhuria Committee recommended the 
approval of Gram Sabha to be necessary for 
land acquisition, the act provides for 
‘consultation’ only. Thus it will al.sn depend 
on the state legislation to decide between 
consent and consultation. But finally it will 
depend upon people's assertion, tnbal 
movements and political parties to make this 
act a working reality in their respective areas 
in a year's time. Tlie battle is yet not over 
and the way they fought to get it accepted 
in the parliament, they will have to fight to 
get in implemented at state levels. 

The Act can also pave the way for other 
communities outside the scheduled areas 
who are aspiring for some rights, some 
regulations to manage their own natural 
resources and protect their lives and 
livelihood in a sustainable manner. The Act 
and its implementation opens up new areas 
of struggle for self-governance in any 
community, in this era of globalisation and 
hegemony of market toices. 
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Green Revolution and Subsistence 

Agriculture 

You Reap as You Sow 

Rahul 

Jacob Nellithanam 

The green revolution has not only made agriculture economically 
unviable hut has also destroyed the environmentally rich biodiversity 
of crops. By reviving the unirrigated wheat varieties in the Malwa 
region, a group of activists and farmers is attempting to enrich 
.subsistence farming and delink food production from commercial and 
industrial interests. 

A RADICAL counter movement in central growth for the whole of India. The .same 
Indiaischallcngingthemylhii of the green study shows that Madhya Pradesh, the slate 
revolution by developing practical on- in which the Malwa plateau is situated, is 
farm solutions to the problems resulting still showing using growth rates though they 
irom Its failure. Farmers and activists are nowhere near as high as that prevailing 
have gone back to cultivating unirrigated in Punjab. Interestingly this study reveals 
wheat varieties by traditional methods thatMadhyaPradeshistheonlystateinIndia 
with encouraging results. which had higher rates of growth in wheal 

Traditionally, the farmers on the Malwa production and yield in the decade Irom the 
plateau in central India had cultivated a large mid-l9S0s to the mid-l%0s bctorc the 
number of unirrigated wheat varieties. With introduction of HYVs. The relevant data arc 
the introduction to this region of electricity given in Table I. 
and the technology for digging deep lube Raghavan goes on to show that there have 
wells and drawing water from them with been two imbalances in the growth in 
submersible pumps in the late l%0s. it too piuductionandyicldofwhc.'itmlndia.Firstly, 
was swamped by the gieen revolution. A the promotionof IIYV wheat has taken place 
wheat research centre was set up by the mainly in the Punjab, Haryana and western 
government in Indore, the nodal city of the Uttar Pradesh region, and secondly, large 
area, to develop high yielding varieties 


fanners have genendly boicfited from all tiie 
government support for increasing wheat 
yield. As a result, agricultural planners today 
ate unanimous that the .problem of falling 
production can be solved by aggressively 
promoting the cultivation of HYV wheat ^0 
other regions of India and among small and 
marginal farmers who account for more than 
50 percentofthelandboldingsinthecountry. 
This argument finds expression in 
government policy [Government of In^ia, 
I995J. 

The input side of the green revolution too 
has become problem ridden over the past 
decade or so. A joint study by the International 
Food Policy Research Institute and the Indian 
Council of Agricultural Research reports a 
disturbing trend of declining investments in 
irrigation infrastructure due to a resource 
crunch arising primarily from low or non- 
existing cost recovery from grandiose large 
and medium scale canal irrigation projects 
[Gulati and Svendsen 1995]. Gulati and 
Sharma estimate that the total annual inpit| 
subsidy by the government for agriculture 
including irrigation, fertilisers, electricity and 
credit has risen from Rs 25.99 billion in 1981 
to Rs 150.63 billion in 1992 at constant 
prices at a compound annual growth rale of 
9.12 per cent (Gulati and Sharma 1995]. 
These subsidies now constitute 164.02 per 
cent of the government’s planned annual 
expenditure on agriculture. This has 
obviously become unsustainable. Thus, 
while faced with an increasing demand 
lor lhc.se inputs, the government finds 
that resource constraints threaten to 


(HYV) ot wheat seeds appropriate for the 
area. The ngncultural extension departmcnl 
of the government aided by a grant irom the 
USAID aggressively pushed the use of 
HYVs, fertilisers and pesticides and 
organised special training torfariners. Loans 
for digging tube wells, free supply of 
cicciricity. subsidised prices of fertilisers 
and seeds and higher yields with the surplus 
being bought up by the government at high 
support prices enticed farmers to go in for 
cultivation of HYVs. Like in the Punjab 
where all this had first started, there was a 
visible increase in prosperity in rural areas 
Farmers sotin forsook their unirrigated wheal 
\ arictics and over a period of three decades 
these have all but vanished from the Malwa 
plateau 

The chickens, however, are coming home 
10 loost A study by M Raghavan indicates 
that the iniiially highly successful wheal 
growing areas in Punjab and Haryana have 
begun to show tailing annual growth rates 
ot puHluciion and yield ot wheat from the 
mid-1980s onwards [Raghavan 1995]. This 
decline is reilecied in the overall rates of 


TARcr 1 Annijai Raii.s oi- Growth ot WntAi Crop in Diiilrij^i Pi.rioiis 

(Pennuage^) 

siaie |yS2-5.t to 1964-6.S 19.‘>2 51 !o I974-7.S 19.S2-.St to l984-8.‘i I9,S2-5.1 lo I992-9!H|J 


Prodm'tum 


Punjab 

6 19 

971 

8 30 

7.31 

Madhya Pradesh 

S.S6 

2.37 

2 86 

3.36 

All-India 

M5 

6.22 

6 36 

.3.9.3 

Yield 





Punjab 

3 20 

5 57 

4.58 

4.08 

Madhya Pradesh 

271 

1..3.3 

1.99 

2.51 

All-India 

1 18 

3 60 

3.3 

3.49 

Sourc*: Raghavan, 1995. 





Table 2 

Yiti ns ANO Costs or Wheat Varifties 






(Percentage.'!) 

Variety 

Average Yield 

Potential Yield 

Cost of Produ 

ction in Rs/Tonne 


Tonnes/Heclarc 

Toniies/Hectnre 

Average Yield 

Potential Yield 

Farm Pissi 

1 214 

2.251 

2883 

1554 

■alalia 

1 1.30 

2.0(H) 

.3043 

1750 

Thigria 

1 289 

2 000 

2715 

17.30 

Pi.ssi 31)6 

1 2.37 

2 2.30 

2784 

15.35 

Khabdi 

l.«92 

2.400 

2198 

1458 

Khabdi Pissi 

1 56.3 

2 250 

2236 

1555 

.Sarbati Pissi 

1 688 

2 250 

2073 

15.55 

Sujala HYV 

2.606 

3.600 

3261 

2361 
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severely limit its attempts to increase 
agricultural production in general and wheat 
production in particular. 

Irrigation through the utilisation of 
groundwater too has become problem ridden. 

' Excessive withdrawal has led to deeper and 
deeper aquifers having to be tapped. Water 
accumulated inthcseaquifersover thousands 
of years is being drawn out in the space of 
a few years. This has led to a larger demand 
for electricity to run the pumps. Political 
exigencies have necessitated that this 
electricity be supplied free, and so imposed 
yet another burden on the already fund 
strapped exchequer. A recent report by an 
expert committee constituted to suggest ways 
and means to improve the functioning of the 
Madhya Pradesh State Electricity Board has 
strongly recommended that free supply of 
electricity to farmers be stopped [Tatarao et 
al 1997]. The Malwa plateau has an annual 
recharge of only about 250 mm. The 
excessive withdrawal has depleted the 
aquifers to such an extent that many deep 
tube wells have gone dry within just two 
years of their being sunk. The problem has 
been compounded by the fact that Hood 
irrigation is inefficient with respect to water 
use and most of the water flows out of the 
Held through drainage channels. 

The economic unviability of green 
revolution agriculture is the least of its 
problems. The environmental and .social 
consequences of this kind of agriculture are 
far more disturbing and threaten the very 
existence of life on this planet. Destruction 
of forests by large dams, salinisation and 
waterlogging of fertile lands, erosion of 
biodiversity, increasing pesticide residues, 
direct displacement of people as a con¬ 
sequence of dams and secondary displace¬ 
ment of small farmers as a consequence 
of indebtedness and the resultant social 
turmoil have all been vividly detailed in the 
case of Punjab by Vandana Shiva (1991). 
Similar conditions are emerging in Madhya 
Pradesh where already the ill-effects are 
being felt in the command and submergence 
areas of the Tawa and Bargi dams. Lot more 
people are to be displaced by the Sardar 
Sarovar dam being built on the Narmada 
river. 

The green revolution package introduced 
into Madhya Pradesh consisted of the 
cultivation of the early maturing soyabean 
in the monsoons, followed by varieties of 
irrigated wheat in the winter. A particularly 
disturbing aspect of this development is its 
displacement of a variety of fo^ crops by 
monocultures of HYVs. Leguminous crops 
like ‘udad’ (Pha.scolus radiatus), Mobia’ 
(Phaseolus lunatus). ‘moong’ (Phaseolus 
mungo), cereals such as ‘makki’ (maize) and 
‘jowar* (sorghum) and millets and pulses 


like ‘tuvar’ (ted gram) (kqjanus kajmi), and 
oilseeds like groundnut and sesame which 
used to be sown in the monsoons, have been 
replaced by soyabean. Apart from the 
consequences in terms of erosion of 
biodiversity, this has adversely affected the 
nutritional levels of the food intake of the 
people of the region. Studies have shown 
that the traditional Indian food crops are far 
superior in nutritive value of the HYVs 
(Gopalan 1987]. The poor subsistence 
farmers have .suffered the most as they do 
not have the money to buy substitutes for 
the food crops that have been displaced. The 
response from the government and USAID 
has been to aggressively promote the use of 
various foods proccs.sc(l from the residue left 
after the extraction of soyabean oil as 
substitutes. 

Despite the expenditure of somethi ng close 
to a trillion rupees at 1980-81 prices, so far 
only about35 percent ol thetotal agricultural 
area of 140 mi 11 ion hectares has been brought 
under irrigation. The in igated area in Madhya 
Pradesh is only 20 per cent (MIE 1995]. 
Since it is clear that further extension of 
irrigation will be diflicult and tardy, the 
government’s latest agriculture policy 
Stresses the use of the already irrigated areas 
for high value horticultural production of 
fruits, flowers and vegetables for the agro¬ 
processing industry and for exports. The 
production of foodgraiiis as mentioned earlier 
IS to be shifted to newer areas which have 
not experienced the green revolution yet. 
This is a last ditch attempt to save the green 
revolution. Given the fact that the 
international trade in agricultural and agro- 
processed products is dominated by a handful 
of multinational corporations which have 
severely dislocated the economics and 
ravaged the food security of mahy African 
and Latin American countries by enticing 
and browbeating them into production of 
cash crops for export, this approach too is 
bound to fail [Bemsioin et al 1990]. The 
country is thus faced w ith a senous problem 
of food insecurity for which the agricultural 
planners and scienti.Ms have no effective 
solution. 

It is in this context t hut activists and farmers 
associated with the Kisani Samvardhan 
Kendra (Centre for Conservation ol 
Traditional Farming Sy.stems) (KSK), I ndore. 
started work in 1995 to try and conserve and 
develop the practice ol cultivating traditional 
varieties in rainfed areas. Special emphasis 
was laid on reviving the cultivation of 
unirrigated wheat varieties in the Malwa 
region. Research done by the KSK into 
records maintained at the Indore Agricultural 
College has reveaiedthat these varieties have 
been highly productive historically and were 
the main reason for Madhya Pradesh having 


a higher growth rate of wheat production in 
the 1950s. These varieties of dry land wheat 
utilise the soil moisture for their growth. 
This is important because as much as 40 per 
cent of the total rainfall is absorbed as soil 
moisture but is not utilised by the HYVs 
which have shallow roots. In a situation 
where water is becoming a scarce resource, 
dry land wheat cultivation by conserving 
and Using this moisture can provide a way 
out of the difficulties. 

The ta.sk before the K,^K was a difficult 
one as the traditional seeds had vanished 
from the Indore region. Much painstaking 
search finally led to some fanners in a remote 
comer in neighbouring Dewas district who 
still persisted with the cultivation of 
uninigated wheat. Since thts area has no 
irrigation facilities, the farmers continued 
with the older varieties. Seven varieties of 
seeds were brought and sown in sample plots 
in village Machia on the campus of the 
Sarvodaya Shikshan Samiti, an NGO 
involved in impartingGandhian values. Olie 
hectare plot of land was leased from the 
KasturbaTrust. Indore, another organisation 
set up by Gandhi in memory of his wife after 
her death in 1945. The land was used for 
comparative study with the Sujata HYV of 
wheat sown as controlled factor in an 
adjointng ^lot. 

The cultivation of uninigated wheal is a 
simple matter. Ideally jute is sown in the 
rainy .season and then ploughed tinder to 
make in situ compost. The other option is 
to grow a short season leguminous crop. 
There should be no drainage sofhat maximum 
rainfall is absorbed as soil moisture. The 
leguminous crop or an early ripening variety 
of cereal as ‘bajra’ (pearl millet) or ‘makki’ 
(maize) do not compete with the wheal as 
the latter’s routs go down as deep as 30 ems 
in search of moisture and nutrients. This 
characteristic also insulates the wheat from 
the competition of weeds. Weeds, instead, 
enrich the soil by fixing nitrogen. As soon 
as the monsoon withdraws in early October, 
the field is tilled. Two tillings arc done in 
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cross directions. Then the wheat is sown. 
Thereafter the winter cold and dew ensure 
that the wheat reaches maturity by late 
February. There arc thus savings in ail the 
inputs as compared with the HYVs. 
Sometimesapre-sowingand latera protective 
mid-season irrigation might be beneficial 
but this depends on the kind of .soil and the 
variety in question. 

Wheat should be sown in early November 
but due to delay in procuring the seeds, the 
sowing could take place only in December 
and this affected the production. As a 
consequence the unirrigated wheat showed 
uneven producti vity with .some patches doing 
well and others not. So. small 10 m x 10m 
plots were taken where the eaves were 
heaviest for each variety and the yields of 
the.se plots have been designated as potential 
yield as opposed to the average yield fur the 
whole plot. For the HYV its publicised 
potential yield is taken. The cost of prtxlucing 
the unirrigated wheat came to Rs 3,500 per 
hectare. Ilie input subsidy for the HYV has 
been estimated to be Rs 2,300 per hectare 
andthis has been added to the actual monetary 
costs of producing it, Rs 6,200 per hectare, 
'fhe yields and co.sts are given in Table 2. 
It is quite clear that the unirrigated wheat 
costs much less to produce. This cost 
advantage remains even if the subsidy amount 
for HYV’s is not counted. In terms of taste 
and nutrition ttxr. the dry wheat varieties arc 
far superior to the HYVs. Moreover, there 
are the benefits in terms of soil improvement. 
Not sur|)risingly, encouraged by these results, 
many l^armers have opted fur unirrigated 
wheat in the present season. 

The vast majority of farmers in India who 
cultivate small plots of land arc driven by 
the desire to produce for sub.sistence rather 
than for profit. Con.scqucntly.ovcrihousands 
of years they have developed a system of 
agriculture that makes the most of IrK'ally 
available re.sources of seeds, organic 
fertilisers, soil moisture and natural pest 
management. This led Allred Howard, the 
pioneer of modem organic farming and who 
did much of his experimentation in Indore, 
to say some 60 years ago, “What is happening 
today in the small fields of India... took place 
many centuries ago. The agricultural practices 
of the orient have passed the supreme lest, 
they are as permanent as tho.se of the primeval 
forest, of the prairie, orof thctK'ean" [Howard 
1940|. The clever use of rotation of a 
bewildering variety of crops ensured that 
despite flood and drought some part of 
the hatvc.st was always saved. Famines 
occurred not because of the failure of 
agriculture but because of .socio-economic 
factors such as excessive levies by kings 
or due to usury and hoarding by 
moneylender traders. 


Unfortunately, modem agriculture and the 
lopsided development policies of the 
government and the World Bank have so 
destroyed their natural resource base and 
degraded their farm lands that sub.sisience 
farmers are not being able to produce as well 
as they used to previously and have mostly 
to migrate cither .seasonally or permanently 
as a consequence. Thus, the revival of 
subsistence agriculture to its previous levels 
and the achievement of even better results 
in future require massive investments in 
environmental regeneration of agricultural 
and forest land and in conservation of water 
re.sources [Agarwal and Narain 1989]. This 
will simultaneously solve the problems of 
food insecurity and massive rural 
unemployment that plague the Indian 
countryside. The efforts in this direction are 
minuscule at present. The planners advocate 
watershed development and organic farming 
only as an adjunct to the mainstream high 
technology-based agriculture and so make 
minimal financial provisions for them. 

The members of the KSK argue that 
traditional farming is not just a piofcssion 
but a way of life intimately connected with 
a conservationist ethic as opposed to the 
consumcrist culture that has inspired the 
green revolution. Indeed, in the classical 
Indian language, Sanskrit, the word for 
agriculture is ‘krishi’ while that for culture 
is ‘kpshti*. both having the same root ‘kri*. 
meaning to till. This is hccau.se in ancient 
I ndia. culture and production were intimately 
tied together and there used to be no 
di fferentiation between the two. At the present 
crucial juncture when green revolution 
agriculture is on the wane, it is absolutely 
essential for scarce rc.sources to be directed 
to the promotion and enrichment of 
subsistence farming which is both 
environmentally and economically superior 
to the former. ITte problem of food production 
cannot be solved without forsaking the 
commercial and industrial bent that has been 
given to agriculture. This can only be 
achieved by a strong movement of the farmers 
that can force the government to reorient 
agriculture towards sustainable mtxics. This 


is why the KSK has begun mobilisihg 
them on this issue (Rahul 1996}. The 
reintroduction of unirrigated wheat 
cultivation among farmers in the Malwa 
region is only part of a larger strategy of 
establishing traditional farming systems ^ 
as the dominant ones in the area. This is 
an important step in the direction of 
reversing the commercial madness that 
has been propagated as progressive 
farming for the better part of the last half 
century and which has now begun to 
threaten the very existence of mankind. 
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]>4ore Floods with Flood Control 

Bharat Dogra 

'fDue to massive corruption, construction of embankments, instead of 
controlling floods, has resulted in more intense and destructive floods 
in east Uttar Pradesh and north Bihar. 


WHILE academicians debate about'the few 
percentage points by which poverty has 
reduced in recent decades, there are several 
villages where there arc obvious signs of 
poverty getting even worse. Particularly if 
we do not consider the remittances sent 
by migrant workers from Delhi and 
Bombay, at least the conditions of liveli¬ 
hood within the villages have certainly 
deteriorated. 

The districts of eastern Uttar Pradesh and 
north Bihar with India-Ncpal border on the 
northern side and the Ganga river on the 
southern side comprise one such region. 
Nearly 1 (K) mi llion people li ve in this region. 
In hundreds of villages we can sec dctciin 
rating coiiditionsof agriculture and increasing 
dependence on migrant labour. 

1'hc single iiuist iniportant cause of this 
deepening crisis is the incieasing incidence 
of Hood and watci logging. Ironically, while 


the expenditure on flood control has been 
i ncreasing rapid ly, the area affected by Hoods 
has been increa.sing equally rapidly. In 
addition, the characteristics of floods have 
also changed for the worse. Now floods of 
higherintensilyand great destnictivecapacity 
are seen more frequently. Similarly, floods, 
take more time to diain out, leading to 
prolonged waterlogged conditions. 

Dcfore.station in Ncp.il hills isaii important 
cau.se of the worsening Hoods. Haphazard 
construction of toads .ind oilier develop¬ 
ment works which do not provide enough 
loom foi drainage ol water is anoihci 
important reason. However, piobtibly the 
most imihirtant ica.soii and al.so the most 
neglected reason is tli.ii there arc serious 
flaws in the llood-coiitiol work both at the 
level ul planm,ng and inipicmcnt.itinn due 
to which it has frequently turned counter¬ 
productive 


By far the most important plank of the 
government’s Hood-control programme has 
been the construction of embankments. In 
Bihar nearly .^.500 km embankments have 
been constructed during the last four to five 
decades. What is the net result of this? In 
1954, when the length of embankment here 
was ncgligtble, the Hood-prone area was 
2.5 million hectare's. By 1995 embankments 
had been created for a length of 3,465 km 
but the flood-prone urea had also increased 
(instead of decreasing) to 7.1 million 
hectares. 

Ironically, thisdistorted approach to flood- 
control was adopted despite well known 
limitations and problems of embankments 
particularly in ureas like cast UP and north 
Bihar where rivers bring huge loads of silt. 
As uccumulation of silt raised the bed of 
rivers, the protection afforded by embank¬ 
ments diminished. New problems also 
emerge at the point where tributaries meet 
the mum river. Due to the higher bed of the 
mam river, the tributaries cannof di.schargc 
their water and flood new areas. The rising 
river bed also cau.scd seepage on the other 
side, leading to waterlogging and spread of 
disea.ses like malaria and kala-uzar. 

Embankments also prevented free flow of 
rain water, leading to water-logging in areas 
where it was unknown before. Wor.se was 
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the plight of several hundred thousand people 
caught between the river and the embank¬ 
ment. They had to bear more frequent and 
more destructive floods. There were several 
promises to rehabilitate them properly at a 
new place but generally these promises were 
not fulfilled. 

These problems were ignored and the 
construction of embankments was pursued 
vigorously because massive corruption in 
this work led to the enrichment of powerful 
persons. The same phenomenon was respon¬ 
sible for poor construction, inadequate pro¬ 
vision of drainage, culverts and neglect of 
maintenance. The predictable result was that 
there were many breaches leading to very 
destructive floods. The floods caused by 
embankment breaches are much intense and 
hence more destructive compared to ordi- 
naray floods. 

For example, in the infamous breach of 
the Eastern Kosi embankment in Nauhatta 


block, Saharsa district of Bihar, in 1984, the 
crops and houses of nearly half a million 
people were destroyed and they had to seek 
shelter on top of embankments, roads and 
railway stations as their villages were 
completely submerged in water. Nearly one 
hundred thousand persons had to remain 
displaced from their villages for nearly six 
months and when they went back, they found 
their villages in total ruins. 

To cope with this worsening problem 
of floods, organisations like Barh Mukti 
Abhiyan (freedom from floods campaign) 
in Bihar and Sahyog in east UP are de¬ 
manding a basic change in the approach to 
flixxi-control and water-logging. Thc.se orga¬ 
nisations stress that flood-control should be 
rid of existing vested interests and instead 
this should be debated openly among ordi¬ 
nary people so that llood-coniroi can benefit 
from thereal-lifccxpcncnccsand knowledge 
of people. 


Dealing with Industrial Sickness 

Misconceptions of Working Group 
on Companies Act 

A Special Correspondent 


The entire set of recommendations of the Working Group on the 
Companies Act dealing with sick industrial units is based on a series 
of misconceptions. The Working Group's concepts and ideas are 
patently erroneous and also superficial and simplistic, betraying utter 
lack of understanding of the real issues relating to industrial sickness 
and how the existing SICA deals with them. 


A WORKING GROUP was .set up in August 
1996 in pursuance of the union finance 
minister's announcement in his budget speech 
of July 1996. ‘The main objective of the 
group was to rewrite the Companies Act to 
facilitate a healthy growth of the Indian 
corporate sector under a liberalised fast 
changing and highly competitive environ¬ 
ment” (‘Report of the Working Group on 
Companies Act, I9S6' published by Tax- 
mann Allied Services, 1997, p 2. All page 
references that follow are to the Working 
Group's report). In Chapter 6 of its 
‘Unanimous Re|)ort’ dealing with ‘Mergers, 
Demergers and Corporate Restructuring' 
(pp4l-43) which “analyses i.ssues relating 
to “corporate restructuring of essentially 
viable companies (p 3) there is a discussion 
of what “the amended SICA” “may ensure" 
“to fall in line with international practices 
and for it to be more meaningful in the Indian 
context" (p 42). Para 6.4 of this chapter says 
that the ‘amended SICA' should: 

• eliminate the notion of net worth erosion and 
make the trigger debt default for 36S days; 


* make the reference to BI PR voluntary for 
the firm as well as creditors - and so 
encourage both parlies to seiticoulsidecouit: 

• ensure that if a firm chooses to come to 
BIFR, it cannot use the body to create further 
delays, which car. be implemented by a 
process that; 

- eliminates debtor-in-posscssion; 

- immediately puts up the company for sale 
under the .supervision of an independent 
professional who acts as an administrator 
on behalf of BIFR; 

- the sale is preceded by transparent, strictly 
time-bound due diligence procedures and 
an independent, though confidential, 
assessment of liquidation value; 

- ’he sale is conducted publicly through a 
sealed hid Vickercy auction under super- 
vis ion of independentadministra lor, where 
(he existing promoter is also allowed to bid; 

if the winning bid is less than (he liquidation 
value then the Arm is liquidated: if it is equal 
to or more than the liquidation value then 
the shares ot,ihe promoters are transferred 
to the winner, and the proceeds of the sale 
go to satisfy creditors according to APR 
(p41). 


Tire report alsorecomnrends that besides 
SICA which deals with .sick industrial 
companies engaged in industries included in 
the First Schedule to the Industries 
(Development and Regulation) Act, 1951 
(IDRA), “a regime for rehabilitation and 
revival, similar to that of SICA” may bC' 
provided by a separate law to deal with 
“companies engaged in the activities outside 
the purview of IDRA” (p 42). 

The entire set of recommendations in the 
report mentioned above is a bundle of 
conceptual confusioas and misconceptions. 
Recommendations relating to SICA, an Act 
dealing with the problem of industrial 
sicknc.ss, logically cannot form part of an 
exercise to rewrite the Companies Act, which 
is basically a regulatory law requiring radical 
restructuring and revision to meet the 
requirements of a largely deregulated, 
liberalised and globalised economy. What 
is stranger is that these recommendations 
form part of Chapter 6 of the report dealing 
with ‘Mergers, De-mergers and Corporate 
Restructuring', creating a wrong impressiot^ 
that rehabilitation of .sick companies in merely 
a kind of ‘corporate re.structuring", like 
'merger' or ‘demerger’. While ‘corporate 
restructuring’ by way of merger of a sick 
company with another company, or ‘change 
in management’ or Tinancial restructuring’ 
in the sense of reticheduling of repayment 
loans/cnn version of loans intoequity/waiver 
of penal intcrest/one time settlement of dues 
arc some of the measures taken under the 
SICA for rehabilitation of sick industrial 
companies, there are several other measures 
to be taken simultancou.sly. The most 
important measure generally is capital 
expenditure on essential repairs/renovation 
modcrnisalion/technoiogicai ungradation/ 
provision of balancing equipmenl/infr.v 
structural facilitics/expansion/divcrsificatioiri 
to achieve the capability to manufacture 
quality products in a cost-effective and 
competitive manner essential for long-term 
viability. Determination of an optimum 
product mix, keeping in view the technical 
capability of the plant and machinery and 
the market conditions, to maxi misc earnings 
is anotheressential me.'isureof rehabilitation. 
Removing managerial deflciencies, and a 
proper marketing .strategy and network may 
be other such measures. ‘Corporate restruc¬ 
turing’, alone or coupled with ‘financial 
restructuring’, does not con.stitutc the 
‘rehabilitation package’ for a sick company, 
and other measures like the ones indicate 
above are also important constituents of it. 

It IS recommended that the amended SICA 
should “eliminate the notion of net worth 
and make the trigger debt default for 36S 
days”. This is pure conceptual confusion. 
‘Industrial sickness’ is essentially ad 
economic concept. A normal industrial 
company earns reasonable profits after 
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m<«lng all costs including imcrcst and 
depreciation, out of which it pays dividends 
and adds to its reserves. A sick industrial 
company may cam no proilts or very low 
profits or actually incur lo.sscs aller meeting 
all its costs. The SICA derine.s sickness in 
terms of such accumulated los.scs rising to 
a level where they become cither equal to 
or exceed the net worth (paid up capital plus 
free reserves) of the company. It i s a perfect I y 
logical and legitimate concept, and 
operationally very sound as it highlights the 
fact that thecompuny's operations have been 
unprofitableovcrtime resulting in mounting 
accumulated losses, and necessary remedial 
mea.surc.s need to be taken urgently to put 
the company back on rails. The cause of 
sickness or the 'disease' to be ircaiml is the 
unproninblc operations of the company, the 
causes ol which need (o he luialyscd wiili 
a view to taking necessary measuics to 
remove them. Tlic report docs not recognise 
the basic fact that ‘debt default’ is only a 
symptom and not the disease. Defaulting in 
the repayment of dues is one ol the ways 
of funding the los.ses. There may be othei 
ways like diversion of long-term lunds for 
short-term purposes, raising furllier loans, 
running down of eurrent assets, disposal of 
fixed assets, etc. Moreover, tlic symptom of 
‘debt detault’ need not necessarily be related 
to industrial sickness or iiiiproi liable 
operationsolacompany:cvcnaproritcaming 
company may delihcraicly default in the 
repayment ol its debts. The symptom of 
'debt default' may thus occur even in a 
healthy company It appears that ‘debt 
default' is being advocated as the sole 
criterion of industrial sickness with ihe .sole 
purpose of en.siiring repayment ol the dues 
ol secured creditors, and not for diagnosing 
or treating indiisi i iai sicknes.s or mii sing sick 
companies hack to health, or a state where 
their operations become competitive and 
pruluablc on n sustainable long-term basis. 

The consistent us ol the term ‘firm’ in the 
recommendation ol the group relating to 
.SICA is anoiher example of conceptual 
confusion It is common knowledge that a 
‘finTi’ is different from a 'company’, and 
neither the Companies Act nor the SICA 
deal with ‘firms'. 

Tlic recommendation that reference to 
BIFR be made “voluntary lor the firm at. well 
as creditors - and so erniourage both parties 
to settle outside court” ioo is based on .several 
conceptual confusions. 

The basis question is when does an 
industrial company become ‘sick’. Once the 
company becomes sick, it would be illogical 
and inconsistent with Ihe purpose for which 
SICA has been enacted (diagnosis of 
industrial sickness with a view taking 
remedial measures) to give an option to such 
company to go before the BIFR or not. The 
SICA rightly provides that the board of 
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directors of a company whose net worth has 
been totally eroded sliali make a reference 
to the board within 60 days of the date of 
finalisation of the accounts of the company 
for the financial year as at the end of which 
such erosion of net worth has occurred. 
Giving an option to such a company to make 
or not to make a rclerencc to the board is 
like giving an opiion lu a sick person to go 
to the doctor and get iieaicd or not to go and 
die. 

The rccommcmlaiion that both parlies 
shouldbccncouragcU "to.scUlcouisidecourt" 
by making the icicrcncc to the boitfd 
voluniury again emanates from conceptual 
confusion. This iccommcndaiion is ha.scd on 
aconceptofiiidiisiii.il sicknc.ssvvlii(.hequaics 
il with debt dclatiii As poinied om cailici. 
debt dofault/K'/ \i‘ is not industrial .sicknc.s.s. 
but II could in .some ca.ses be a symptom of 
It. Ills wrong to nsstime that Ihc only pioblem 
if a sick compaiiv is ‘ilchl dof.iull', which 
ihc concerned paiiies. vi/., the dclaulimg 
c()m|iany .iml its scctiicd cicditors can in 
many cases bciici sort out between 
Ihem.scivcs. il they arconly given the liccdoin 
to do so. This appioach ignores vaiious 
relcvani lactois causing nulustn.il sickness, 
genet ally idciitilied on the basis ol a icchno- 
ceononiic viability siiuly. such as. managerial 
defieicncics, inelliciency of opeiations due 
loohsoletem.iclimesorouulatedicelinology, 
uneconomical scale of operations, low 
capacity iililisalion. low labour productivity 
high overheads, inadequate availability ol 
l»ower,lackol pro(H‘i marketing strategy and 
network, etc. wliieli make the company meiir 
lo.s.ses rc.sniting in eiosiun of iis net woitli. 
The reason why SICA dtie.s not give any 
opium 10 a sick mdu.strial comp.iny lo go 
or not go hcloie die hoard is that it is necessary 
in public inieie.st lo identify Ihe caii.scs of 
its sickness with a view to taking necessary 
mensures fui icmovnig them and icsluring 
it to health. The report rccfucc.s the cxerci.se 
t«> formtilate a relialiilitation package lor a 
sick mdiisiriul company lo merely giving it 
and Its secured crcililors Irccdom to settle 
Ihc repayment ol Ihccompany’sdebls outside 
the court, as it its sickness would go with 
Ihe clearing of debt dcfntill alone, and ‘.he 
board need not identity and analyse the causes 
of sickness will, a view to taking nece.ssary 
remedial measures. 

The report recommends that if a sick 
company comes to the BIFR, all that the 
BIFR needs to do is to immediately "ptit up 
the company for sale under the supervision 
of an indcpendciii piolessional who acts as 
an administraloi on behalf of BIFR”, so that 
the ‘debtor in possession' is eliminated 
without delay. An independent and 
confidential assessment ot the 'liquidation 
value’ of the company should t iist he made 
and Ihc company sold by inviting bids in 
sealed cover. If the ‘winning bid' is less than 


the liquidation value, the company .should 
be liquidated; if it is equal to or more than 
the liquidation value, the shares of the sick 
company should he transferred to the winner 
and the sale proceeds u.sed for repayment of 
company ’ s ilebls. t): ic womlers whet her such 
an exercise is a rehabiliiation exercise at all. 

There is no icquiremein that the bidder 
would be under any obligalion lo indicate 
whai lii> wiitild do with the company he 
wants lo buy, and whether he intends reviving 
It, or only le-sclling its .assets, or rc-using 
them in any niamicr. .Such sale seems lo be 
totally unrelated lonny kind of rehabilitation 
of the sick company. The Working Group 
also seems lo presume that the highest bidder 
would be .1 "moic cflicieni eiUreprcncur”, 
that .selling ihe coiiiiiaiiy lo him would be 
‘reallocation of iis assets lo productive use", 
and that lie would ’‘pie,sci vc the value of ius 
assets" 

The cMstiiig SIC’A ciivi.sagcs sale of the 
assets ol the sick company u/s 20(4' only 
after the hoaid lias recorded its timil opinion 
ti/s 2()( I) (hat the sick industrial company 
cannot he i cliahilitaicil and should Ik' wound 
up III public iiueic.si. having exhausted all 
measiiies lo rehahilii.ilc il including i.ssueof 
anadveitiseinenl I'oi chaiigein management. 
Such sale is resorted lo aftci Ihc confirmed 
opinion ol the board to wind up Ihe company 
lias been recoided. and is not a rehabilitation 
me.isiiie.tbiii a mea.sure to expedite Ihc sale 
of assets ol such company. What is being 
rcconmiendeil m the icpori is the sale of the 
company wiihotil taking any measure lor its 
rchabiliiaiion, for the purpo.se of taking over' 
llie |)os,se.ssioi. of the i iimpany from the 
debtor eoiiipany and repaying the .secured 
creditors from its sale proceeds Such a 
piovision logically cannot form part of any 
law enacted lor the pnipo.scol rehabilitation 
ol sick industrial companies, nor can the 
KI IT< logically be reduced to an agency only 
for ensuring expeditious sale of the .sick 
company m this manner. 

It appears that (he ‘international practices’ 
being referred lo by Ihc WorkingGroup refer 
to the “international trend in the law relating 
tocorporaiebankmpicy: .sell asscisa-squiekly ' 
as possible, and adjudicate later (p 45) and 
not Ihc pruciiccs rel.'iting to rchahthtation of 
the sick indiistnal companies. Thi.s makes 
Il clear that (he recommendations made have 
nothing to do wilh Ihc rchubilitalion of such 
companies and relate only to quick sale of 
their assets. The piir|K>sc. of Ihc sale is stated 
to be “to preserve Ihe value of assets of the 
company that is being wound up - which 
IS best acliie ved by ensuring that ihe.se assets 
are t|(nckly ic-allocated" (p 44). Although 
these stateriwnis occur in Chapter 7 dealing 
with 'Winding Up ol Companies', they 
.seem to be an integral part of the recom¬ 
mendations relating to SICA made in 
Chuplcrb also. 
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The report also recommends enacting 
another law similar to the SICA for similarly 
dealing with the problems of sickness of 
companies outside the purview of IDRA. It 
is not clear how sickness would be defined 
in the case of such companies and what 
would be the prescription for them. In the 
case of a finance company or a company 
engaged in providing technical consultancy, 
for instance, how will sickness be defined 
and how and for what purpose such sick 
companies would be sold, has nut been spelt 
out. 

The entire .set of recommendations is 
based on a series of misconceptions, viz. that 
the industrial sickness is synonymous with 
debt default; that the sick company can be 
restored to health merely by clearing debt 
default; that the problem of debt default can 
better be left to the sick company and the 
secured creditors to sort out between 
themselves outside the court; that in the event 
of the parties choosing to make a reference 
to the board, all that the board needs to do 
is to get an independent assessment of 
‘liquidation value' of the company made and 
put the sick company to auction inviting 
sealed bids; that the board should get the 
company liquidated if the winning bid is le.ss 
than the liquidation value; that the board 
should transfer the shares of the company to 
the winner and use the sale pioceeds to .stit isfy 
the creditors if it is equal to or more than 
liquidation value; and that another law similar 
to the SICA needs to be enacted to deal with 
the sickness of companies which do not come 
within the purview of IDRA. The.se concepts 
and ideas are not only patently erroneous, 
but also surprisingly superficial and 
simplistic, and betray an utter lack of 
understanding of the real issues relating to 
industrial sickness and how the existing 
SICA deals with them. I'he implementation 
of these lecommendations would convert 
the SICA into merely an agency fur the 
recovery of the dues of the secured creditors 
through sale of the sick industrial cotnpany 
- a function already being performed 
effectively by debt recovery tribunals and 
al.so the high courts where any creditor cun 
tile a winding up petition. Moreover, while 
such an agency might be able to sell the sick 
company where the highest hid received is 
equal to or more than the ‘liquidation value', 
the sale proceeds would need to be deposited 
withtheconcernedhigh court fordistribution 
among various claimants according to the 
relevant provisions of the Companies Act. 
As pointed out earlier, this can be done by 
the board u/s 22(4) of the existing SICA also, 
after recording its final opinion to wind up 
the company. 

While both the head and the heart of the 
WorkingGroupscemtogoout forthc secured 
creditors, and the sick company's ‘debt 
default’ is sought tobe got cleared as quickly 


as po.ssible by its sale, there is tiot even a 
passing reference (o the workers and how 
their legitimate interests are proposed to be 
safeguarded. The question arises as to why 
sickness should be deftned only in terms 


IN recent years, while tariff and non-tariff 
barriers to trade have been falling steadily 
in the world, anti-dumping measures have 
proliferated. Fur example, between IV9I 
and 1993, the number of definitive anti¬ 
dumping orders in the US increased from 
204 to 268. By 1996 the US had 307 anti¬ 
dumping measures in force and the European 
Union 171 measures, by fur exceeding the 
total of 194 in the re.sl of the world. 

Originally designed as a weapon against 
predatory and powerful companies, anti¬ 
dumping mciLsurcs have often been used 
against cnicient enterprises,especially from 
developing countries. Their role has shifted 
from cn.suring fair competition to protecting 
inefficient comjrctitors. Confronted with 
such a situation, some developing countries 
such iis China arc formulating theii own 
anti-dumping legislation. As the Uruguay 
Round agreement has banned the use of all 
grey-area measures such as voluntary export 
restraints and orderly marketing 
arrangements, the imposition of anti¬ 
dumping measures is likely to increa.se 
further in the future. 

The bias in the definition of dumping 
favours the party imposing anti-dumping 
duties. According to the Uruguay Round 
Anti-Dumpi ngCode.dumpingisconsidered 
to exist if the cx|)ort price of a product is 
I ess I han t he comparable price of the product 
or like-prtxJuct in the domestic market in 
the ordinary course of trade. However when 
the average export and domestic prices of 
apnxluct aiccnlculatcd,domeslic.saies prices 
below total cost are considered beyond the 
ordinary course of trade and therefore 
excluded, while all export prices am included, 
thus artificially raising the level of dnme.stic 
price. 

If no home-market prices can be found, 
the sales price in a third country - the so- 
called surrogate country - can be used for 


of 'debt default' and not default in payment 
of labour dues; and why nothing ne^ to 
be done to ensure the workers' continued 
employment and clearing of their dues also 
with the same expedition. 


compari.son. Since different countries have 
various levels of economic development and 
comparative advantages in different sectors, ^ 
the arbitrary choice of a surrogate country ^ 
may easily lead to finding of dumping.'Por 
example, while investigating dumping by 
Chinese firms, the US authorities often,use 
as surrogate country market economies with 
higher co.sts of labour and raw material or 
countries where economic reform is 
proceeding more slowly and in many 
.sectors production is ic.ss efficient than in 
China. 

Furthermore, when neither home-market 
nor third country price is available, a 
‘constructed value’ is used, which is the sum 
of material and labour costs of production 
plus administrative, .selling and general costs 
plus profit. As items such us udmini.strative 
costs and pnifits can vary greatly among 
countries and companies, it is not difficult '‘‘H 
to see the inherent subjectivity of this 
approach. 

Ill fact it may even be argued that selling 
below total cost for some time is a normal 
business practice. According to the theory 
of micro-economics, so long as the price is 
above the average variable cost of a product, 
a firm has incentives to continue production 
in the short run, in order to minimise losses 
on fixed investment, in the hope that the 
market situation will improve later to bring 
it back to profit. The duration of the so-called 
short run may vary considerably for different 
sectors and firms. 

When a product enters a foreign market, 
the exporting tinn may have to sell below 
total cost to attract sceptical consumers or 
to meet existing competition without any 
intention to dominate the market, etipecially 
if the product does not enjoy the same 
established reputation as similar products in 
the market. It is unreasonable to subject such 
business practices which are normal within 


Anti-Dumping Measures 
Time to Roll Them Back 

Xiaohua Zhu 

Originally designed as a weapon against predatory and powerful 
companies, 'the role of anti-dumping measures has changed from 
ensuring fair competition to protecting inefficient competitors. They 
are being increasingly used against efficient producers, especially 
from developing countries. 
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many countries to anti'^umping chaiges 
when foreign companies are involved. 

According to the Uruguay Round Anti- 
Dumping Code, an importing country can 
only apply anti-dumping duties when it is 
^monstrated that the dumped imports have 
indeed caused injury to dome.stic industries. 
Yet too often in reality, either due to 
complexities of the issues involved or to 
protectionist considerations, anti-dumping 
authorities determine dumping without 
carefiillyconsidering whether thcdifllcultics 
of domestic producers resulted from their 
own inefUciency or from the allegedly 
dumped products. The consequent i i ii|X)sii ion 
of anti-dumping duties tends to penalise the 
most efficient foreign producers. 

The problems of anti-dumping rules arc 
also related to the rules of origin. In a world 
with increasingly gtobali.scd pnKluction. a 
product may be the result of production in 
many countries. As there arc no substantive 
multilaterally agreed rulcsof origin, the same 
^ product can be considered to have different 
origins by different countries. Therefore, 
even if Dumping has been correctly 
determined, it may he difficult to find out. 
let alone penalise, the party who has done 
so. 

When a country is found to have imposed 
anti-dumping duties without sufficient 
justiricatiun, the duties already collected are 
seldom reimhiirsed to the exporters. Tlic 
Uruguay Round Anti-dumping Code leaves 
this important issue hanging in the air. 

The application or abuse of lax anti¬ 
dumping rules penalises foreign producers 
who enjoy comparative iidvantagcs, to the 
benefit of inefficient domestic producers. It 
also increa.ses uncertainty in international 
trade, thus acting as a deterrent against 
i potential foreign competitors. 

But foreign exporters arc not the only 
victims. The importers and industrial users 
of the product in the country imposing the 
anti-dumping duties may become less 
competitive due to higher prices caused by 
such measures. Consumers have to pay more 
for simitar products. As anti-dumping rules 
of various countries generally give these 
groups little say on anti-dumping cases, their 
complaints may never be adequately 
presented. Even if some anti-dumping 
legislations require considcrationofthc views 
of these groups, the theory of political 
economy tells us that it is unlikely for the.se 
diverse groups to be as vociferous as the 
concentrated pnxJucers of an industry in 
lobbying activities. 

Theabuseofanti-dumping rules hitsharder 
the developing countries, who.se exports are 
increasingly .subject to such measures in 
recent years. Due to their less diversified 
eco'nomies. the de\ eloping countries 
generally enjoy comparative advantage in 
only a few sectors. If the export of their 
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competitive products is obstructed by anti¬ 
dumping mea.sure.s, their foreign exchange 
earnings and even economic development 
may be negatively affected. Furthermore, as 
they lock tinancial resources and experienced 
personnel on anti-dumping law, the expenses 
that their exports have of pay for dealing 
with anti-dumping cases constitute a 
disproportionately heavy burden. For 
developing or transitional economies 
undcrtakingeconomic reforms, antidumping 
duties on their export.s already priced by 
market forces only serve to hinder their 
painful process towards a full market 
economy and to cicatc cynicism about the 
western preaching of tree trade. 

In KKlay's world, the use of anti-dumping 
mea.su res has become more di fllcult tojusti fy 
than bcl'orc. As the rcdiiciion of trade barriers 
through various roiiiuls of multilateral trade 
negotiations has liberalised niarkct.s 
significantly and trans-boundary investment 
is more fluid, the .scenario that anti-dumping 
measures were designed to combat - 
predatory pricing by powerful coiiip.inics to 
force out existing competitors so as to raise 
prices later and still be able to keep new 
competitors from entering the market - is 
much less plausible. 

Neither should anti-dumping measures be 
used against other kinds of undesirable trade 
practices. If an importing country finds that 
a trade partner subsidises its exports, it cun 


invoke multilitteniliy agreed countervailing 
measures designed for this purpose. If due 
to some unforeseen developments an industry 
of an importing country is seriously injured 
by a Hood of imports, the country can take 
meiLsurcs to protect domestic producers in 
accordance with WTO Agreement on 
Safeguards. Anti-dumping measures arc not 
an effective cure for difficult market access 
in another country cither, because they do 
not tackle the problem directly at its source. 

In view of the complexities involved and 
the decreasing relevance of anti-dumping 
measures as well as their susceptibility to 
protectionist tibusc. it is high time to address 
this issue effectively. 

The ideal solution would be the cessation 
of anti-duniping measures altogether. As 
this seems unlikely for the moment, more 
rigorous anti-dumping rules should be 
lormulatcd at the iiitcriiiitional and national 
level. The notion of predatory pricing should 
be clearly incorporated into the definition of 
dumping. The burden ol proof lor dumping 
should be placed squarely on the parly 
initiatingdumping cases.'rhcimplementation 
of anti-dumping measures should be subject 
to closer monitoring by the World Trade 
Organi.sat ion. Besides, countries should more 
amply inform their public of the costs and 
benefits of anti-dumping measures so as to 
promote an pnbiased and fair public opinion 
on this matter. 
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PERSPECTIVES 
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Workers’ Co-operatives 
Some Conceptual and Empirical Issues 

B R Bapuji 

Workers' co-operatives do not constitute a 'new' perspective on 
socialism since they are as old as utopian socialism. Moreover, they 
will have to continuously fight against the threat of co-option, and 
will not make substantial gains if not accompanied by transfer of 
state power from the capitalists to the workers. 


DOworkers’ co-i)peralivescon.stituteii 'new' 
perspective on socialism? No. They arc as 
old as socialism. In tad. ‘the seeds of co¬ 
operative system were sown’ by utopian 
socialists like Robert Owen I Marx IK64;8()|. 
Further, the co-operatives, during the 18ih 
and 19th centuries, weic advocated by 
bourgeois reformers also. Fiirtheriiiore, 
scientific socialists like Marx too critically 
evaluated both the merits and shoriconiings 
of the co-operative factories of th.it period. 
Hence, we cannot explore a ‘new’ perspccii vc 
on sociah.sm in the torni of ‘workers' co¬ 
operatives'. However, we may re-examine 
an ‘old’ perspective on workers’ co¬ 
operatives in tcrmsol (a) the dcsiicof workers 
to "revolutionise the pre.seiii conditions of 
production’’ on the one hand; and (b) the 
inability of ‘the casual efioris of private 
workmen’ (without state tiower) "to arrest 
the growth in geometrical progression of 
mono|)oly‘’on the other hand | Marx 1864:80, 
1866:90. 187k.l54|.' 

Di-J'ININCi ’WoRKfiKS’ Co-oriRArlVI s’ 

Workers’ co-operatives, in theirpure lorm 
and in principle, are enterpi isc.sjoiiitly owned 
and managed by those working in it for ihc 
purpose of production of goods and/oi 
seivices. The basic a.ssumpiion underlying 
workers’ co-operatives is that exploitation 
and domination arc absent in them since all 
the members arc. in principle, equal m matters 
of ownership, management and work. This 
kind of detlnition ot workers’ co-n|K;ratives 
is inadequate because it docs not specify the 
essential aspects of the teinis ’ownership’, 
‘management’ and ‘work’; and docs not 
indicate the nature of relations that exist 
among the members of a workers’ co¬ 
operative. Moreover, the advocates and 
practitioners of workers’ co- 0 |x:ralives held 
dilTcrcnt theoretical |x:ispccti ves, vi/, utopian 
.socialism, scienliticsocialijnand bouigcois 
socialism.^ Therefore, it is necessary to 
specify distinctly our understanding of the 
nature or essential aspects of workers' co¬ 
operatives. 


A workers’ co-operative may he defined 
as a set ol synonymous and/or interrelated 
.social relations, vi/.. pioduciion relations, 
piopeity lelalions. division ol l.ibour and 
disliihiilionrclalion.s.'lnlerin.sol production 
I elalions, all the iiiembei sin a gi ven workers’ 
co-operalive may occupy die position of 
producers in the process ol production or 
majority may be prodiiceis while a small 
minoriiy may be appiopriators ol the 
productioiiot goods and/oi .sei vices. In terms 
ol piopcily iclalions. .ill the iiiemheis in a 
given workers' co-opcialivc may be legal 
owner.s/elfeciivc controllers ol the means of 
production or majority of its members may 
be legal owners iioniinally while the effective 
coniiol of the means ol production is ve.stcd 
in the hands of a small minority. 

According to the existing division of 
Inboui, all the incmbci's (both male and 
female) in a workers’ co-operative may 
perform all kinds of labour: administrative 
tasks as well as performance tasks, mental 
labouras well as manual labour, supei visory 
labour as well as non-supervisory laboui, 
skilled labour as well as unskilled labour, 
clean work as well as unclean work; or 
majority of the menibcrs perform only 
pcrfoimance tasks, niaiuial labour, non- 
supervisory labour, unskilled woik and 
unclean work while the small minoriiy 
may not perform any labour (except as 
lords over lalunircrs) or may perlorm only 
administraiiVC tasks, mental labour, 
.supervisory l.ibour, skilled labour and clean 
work. 

In terms of distribution relations, all the 
members of a workers’ co-operative not 
only re< eivc the value of their lahoiir power 
(means of subsistence) but also the value of 
a considerable portion of their own surplus 
l■■lbour in the form ol ‘.social fund’. Or, a 
small minority may receive (in the form of 
high salaries and privileges) the value of a 
considerable portion of the surplus labour 
rendered by othci s, while the majority receive 
mainly the value of (heir labour power and 
partly a little portion of the value of their 


own surplus labour in the form of 'social 
fund’.^ 

Tiirre Prinoipal Conceptions OF f 
Workers’ Co-operatives 

Weean identify three principal conceptions 
of workers’ co-openuives in the history of 
capitalism or .socialist movement.'They are: 
utopian .socialist, scientillc socialist and 
bourgeois socialist conceptions. 

Utopian socialist conception of workers' 
co-operutives: According to the utopian 
•socialists, repre.scnied by Robert Owen, the 
workers’ co-operatives are ‘transitional 
measures to the complete communistic 
organisation of the society’. They visualised 
that a union of co-o|)cratives should take 
over the management of production and 
rebuild the society ‘peacefully’. 

At the ihcoretical Icvci, the workers’ co- 
o|)crutives had shown that production on a 
large scale could be carried on without the 
existence of class of masters; and the sub- 
oidinalioii of labour to capital could be .super¬ 
seded by the association of free and equal 
pioducers At tlicempirical or practical level, 
Ihc woikcis’ co-operatives reproduced the 
shoitu)mmgs(proritol theenterpri.se, intere.st 
on capital, hierarchical division of labour, 
etc) o 11 he t hen pre vai I i ng system (capitalism) 
III then actual organisation 

Though w.irkcrs’ co-operatives were 
‘excellent in principle’ and ‘useful in 
practice’, they could not transform capitalism. 
As the vs'orkers’ co-opcrati ves were restricted 
to the dwarfish forms, private efforts of 
individual workers and local boundaries, 
they were unable to arrest the growth in 
geometrical progression of monopoly. 
Morcox'cr, the economic monopolies of the 
‘lords ol capital’ laid every possible im¬ 
pediment in the way ol Ihc co-operative 
movement of the utopian .socialists. Hence, 
the workcis’ co-operatives organised by the 
utopian socialist.s very .soon collapsed in the 
face of powerful opposition from the 
bourgeois society and ilie st:Ue. 

There arc two major defects in the utopian 
socialist conception: il) The utopian 
socialists conducted small and very localised 
cxperiincnis (unable to extend them to the 
national level); (2) They dreamed ot a new 
society through peaceful means and not 
through class struggle, i e, transfer of political/ 
state power from capitalists and landlords 
to the actual producers. 

Scientific socialist conception of workers' 
co-oi>enitives: Scientific socialism, asexpres- 
sed in the writings of Marx and Engels, 
considers co-operative factories as ‘‘transi¬ 
tional forms from the capitali.st mode of 
production (o the associated one”. However, 
the .scienti He siKialists cautioned the working 


938 


Economic and Political Weekly May 3> 1997 




class c(M>perative system wtHild never 
beabtetoarrestthemonopolyifco-operatives 
are kept within the narrow circle of private 
workmen. They suggested that co-operati ves 
ought to be developed to the national 
dimensions. They acknowledged the fact 
Oiat the co-operative movement indicated 
that the subordination of labour to capital 
could be .superseded by the system of the 
“association of free and equal producers”. 
However, they empha.sised the point that the 
capitalist society would never be transfonned 
without the transfer of the state power from 
the capitalists to the workers. Tliey even 
suggested some temptwary measures (e g. a 
low rale of interest to the shareholders of 
co-operative societies as a mere temporary 
expedient) to prevent litem from degenerating 
into ordinary joint stock companies. 

They insistedthat theco-operatives should 
not remain “a sham and a snare” and in order 
to super.scde the capitalist sy.stcm. the 
.scientific .socialists suggested that the united 
co-operative societies should regulate 
lational production based on a common plan 
*10 put an end to “the constant anarchy and 
periodical convulsions which are the fatality 
of capitalist production”. 

The. .scientific socialism considered co¬ 
operatives of their time as valuable only “if 
they are independent creations of the workers 
and not the proteges cither of governments 
or of the bourgeoisie”. On the whole, 
.scientific .socialists considered co-operulive 
factories of their titnc as ‘isolated elements 
of transformation' and hence didnot proclaim 
any ‘special system of co-operation’. 

Bourgeois socialist conception of workers' 
co-operatives: A part of the bourgeoisie, in 
order to secure the continued existence of 
bourgeois relations of production, tries to 
redress grievances of the working class by 
'ay of certain reforms. The bourgeois 
socialists include economists, philan¬ 
thropists, humanitiirians and “hole-and- 
corner reformers of every imaginable kind”. 
They love the existing state of bourgeois 
society minus its revolutionary elements. In 
other words, “they wish for a bourgeoisie 
without a proletariat”. They advocated such 
reforms which in no respect transform the 
actual and essential relations between capital 
and labour. One such reform is advocacy of 
workers’ co-operatives. However, the 
bourgeois socialists advocate such reforms 
only when they arc sure that there won't be 
any danger resulting therefrom. Thus, after 
the collapse of the utopian .socialist co¬ 
operatives, the bourgeois reformers were 
convinced that the workers' co-operatives 
would “never be able to arrest the growth 
in geometrical progression of monopttly and 
to free the masses” owing to their small and 
rlk localiseddwaifish forms. Since then.as Marx 
observed, the bourgeois philanthropists and 
political economists have “turned nauseously 


complimcntmy to the very co-operative 
labour system they had vainly tried to nip 
in the bud by deriding it as the utopia of the 
dreamer, or stigmati.sing it os the sacrilege 
of the .socialist". As a result, by 1871, i e, 
at the time of the Paris Commune, there were 
co-operatives which were “the proteges either 
of governments or of the bourgeoisie”. On 
the whole, the bourgeois reformers used the 
system of co-operatives as “a cloak for 
reactionary humbug". 

Empirical Issues Concerning Workers’ 
C()-oi>i.RAiivi:s 

Prtwtica!forms of wot kers ’participation: 
As wc have already .seen (in section 2), a 
workers’ co-opcrativc.ai ihcconccptual level, 
is a .set of synonymou.s and/or interrelated 
social relations, vix, production relations, 
property relations, division of labour and 
distribution relations 'I'hesc relations, at the 
empirical level, manilest in various forms 
or practices which aic again synonymous 
and interrelated. They are: workers’ self- 
management. workers’ control, workers’ 
participation, workers’ representation, 
autogestion, co-deiennination and .so on 
(Beymc 1980; Stephen 1982; Bayat 19911. 
These practices gave rise to various organi¬ 
sational struciurcs/mcchanisms/arrangc- 
ments .such as in the Table {Bayat 1991; 
Passim]. 

The.sc orgnmsntiniial .structures appear to 
be mure or less the same in their terminology. 
But, wc should not lump together all these 
examples since they came into existence in 
“different historical cticumstances, under 
different kinds of political regimes and with 
different objectives” (Bayat 1991 :.51. Thus, 
for example, the Russian factory committees 
sprang up in the condiiions of dual |M)wer 
but largely on the initiative of the workors’ 
themselves [Bayat 1991. ch 4\. In Italy, the 
workers were inspired by such proletarian 
leaders as Gran:sci under the slogan ‘All 
power in the workshop to the workshop 
committees’ together with its complement 
‘All .state power to the workers’ and pcasiuits’ 
councils’ [Gramsci 1919:80]. As a result, 
factories throughout northern Italy were 
occupied in September 1920 but workers 
were persuaded by the “shamefully 
capitulated” leaders of the then Italian 
Socialist Partyand itstradcunionstoevacuate 
the factories and hence the workers rc<(iimcd 
work within a month. However, the 
occupation of the factories demonstrated: (a) 
the capticily for .scl f-government of the mass 
of workers; (b) ability of the masses ol 
workers to maintain or even exceed the 
previous level of production; (c) tlie initiative 
and creativity of the masses (Gramsci 
1926:108-09].. 

The Yugoslavian workers’ councils were 
more interested in profitability and hence 
their objective had been to maximise profit 


(Bettelhcim 1973:24] and not revcdutionaiy 
transformation of the existing division of 
labour. Moreover, workers’ councils were 
‘nominally’ powerful on paper since 
managers of the industrial enterprises 
exercised wide powers while the control of 
investments was vested in the hands of the 
state [Singleton l98S;ch II]. 

In the former Peoples Republic of China, 
the workers’ management teams came into 
existence underthe leadcrshipof ‘Supporters 
of the Revolutionary Line' in the Chinese 
factories in 1969at the height of class struggle 
during the Cultural Revolution. However, 
owing to changes in the halance of forces 
in the class struggle, the workers’ 
management teams gut dutbanded within a 
couple of ycais." 

In Algeria, Egypt, Tanzania. Czecho¬ 
slovakia. Peru, Chile, Portugal, Mozambique, 
Turkey and Iran, tlieorganisational structures 
through which workers attempted to ‘parti¬ 
cipate’ in the (.sclf-)nianagcincnt in varying 
degrees, were initiated cither ‘from above’ 
or‘frombelow’indificrent political contexts, 
such as, ‘dual power', ‘populism’, ‘stale 
socialisin’, ‘peripheral capitalism’ and so 
on. The ‘participation’ of workers in the 
(scl f- linanugctncni i n these countries resulted 
either in integration orsuppre.ssion or physical 
liquidation or benevolent paternalism. But, 
in all the ca.scs, the authoritarian power 
relations and the hierarchical division of 
labour [lersistlid.’ 

Pirn tical attempts hy the worker.i' The 
actual actions undertaken by the workers in 
various countries need to be examined in 
terms of our conceptual categories, viz, pro¬ 
duction rcl.-ition.s. piopcrty relations, division 
of labour and distribution relations.* Based 
on the.se conccpiuul categories, wc have to 
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seek answers to the following questions in 
respect of any workers’ co-operative or 
organisational stnicture/arrangentent/fomi in 
which workers attempt to ‘participate’ in the 
’(self-)managcment’ of the production 
enterprises* 

(1) Do all the members in a workers' co¬ 
operative participate in any one "function 
determined by titc natureof all combined 
social labour”? {Marx 1894:3851. 

(2) What are the rclatinn.s of the members 
ot a workers' co-operative to the means 
of production in tenns ot ‘legal owner¬ 
ship’ or ‘effective contiol’? 

(3) Whataretherolesplayedbythcincmbcrs 
of a workers’ co-opciali vc in tlie organi¬ 
sation of labour within the co-operative’’ 

(4) Whatnrelhcdimensionsin which wealth 
(the value of the newly created gooils 
or .services) ot a workers’ co-operative 
i.s distributed among its mcnibers’’ 

Now let us answer thc.se questions one by 
one III relation to various countries in genci al 
and China in paitictilar.'" 

(1) In every country (excepting in a 
negligible numbci ot production 
enterprises in China during the Cultural 
Revolution), there was a small ininoiity 
of members of a production cniei prise 
who did not participate in any function 
which is inherently necessary lor the 
ongoing production piocess. Asaresult. 
there existed a class ol ’appropnators’ 

(2) In all the countries (whether they are 
called .socialist, slate-capitalist, third 
world, developed oi underdeveloped), 
all the members of a woikers’ eo- 
operalive oi pioduction cnteipiisc do 
not have equal tlegrce of control over 
the means of production. In some cases 
workers too have nominal legal owner¬ 
ship, in .some cases the stale that acts 
‘on behalf’ ot the working class has 
legal ownershi|K hut in no ca.se (except 
in a negligible luimbei of production 
enterpri.scs m China duiiiig the Cultural 
Revolution), woikers have an etlcetive 
euntrol over the means ol production. 

(.3) Hxtvpi III negligible numhei of pro¬ 
duction enteipiiscs iii China duiiiig the 
Ciiltiual Revolution, in all the workers’ 
co-oi>eratives oi pioduction enterprises 
ot all the countries, there has been a 
hierarchical division of labour in i^ims 
of ndministrative tasks vs pcrform'ance 
tasks, mental laboiii vs manu.il labour, 
supervisory tasks vs non-su|>crvi.soiy 
tasks, skilled vs unskilled labour and so 
on." 1’hus members in all workers’ co¬ 
operatives or production enterprises 
performed such kinds of labour wJio.se 
labour-power contain different (higher 
or lower) values. 

(4) As a a’sult ot hierarchy in the. nature and 
values ol labour powers pertormed in 
a workers’ co-operative or pouluction 


enterprise, (here is a hierarchical wage 
structure that creates a wide gulf between 
members of an enterprise. 

In view of these observations we can 
conclude that workers’ co-operatives or any 
other organi.satiunal .structure will not enable 
the working class to attain the ‘socialist’ 
goals as long as the working class does not 
wage a sustained cla.ss stiuggic with the 
following objectives; 

(1) That all pcr.sonstincludingthc* members 
ot the proletarian political party as well 
ns state) shall participate in the social 
process ol product ion so ihai .ill become 
’producers . 

(2) '[‘hat not only the lornial legal ownership 
but also el lective control over means ol 
pioduction shall be vested in the hands 
ol the pro'.lutcrs themselves. 

(t) Thai all persons shall peifoim ditfercnt 
kinds ol labour whose laboui-powers 
will have diflereni values so that the law 
of value IS icgulatetl by a new .ind ladical 
division ot labour. 

(4) Thai no person shall lecciie the value 
ol the sill plus laboiii lendeied by otheis. 

All these objectives may sound ‘utopian’, 
‘impiactieal’, ‘dogmalie’ or even ‘deiua- 
gogie’ inlheeonlextol ihenusei.ibletailuic 
ot Ihe so-called ’commumsi' paities and 
'socialisr slates. Hut. we have to diaw 
inspnation and lessons horn such proletarian 
movements as the Pans (oniniune and Ihe 
Chinese Ciillural Revolution ’wli.ilevcr the 
immediate lesults m.iy be” As Maix 
observed."a nevs point ol depaiiuicol woild 
hislorie imporl.iiKC has been g.uned” by the 
Pans Commune, and as fteitelheim pointed 
out, Ihe Cultural Kcvohiiion discoveicil "an 
c.s.sential loim of ihe C’lass struggle for the 
constiueiion ol socialism" IHetlelheim 
197.3 101 

Co.NCn SIONS 

l•■rom Ihe loregoing discussion of con¬ 
ceptual and empirical issues, we may draw 
the lollowing conclusions. 

(I) Woikers’ co-operalives are welcome as 
long as they arc independeni cications 
ol worker- and not sponsored by the 
hourgct'isie or boiii geois stale I lowever, 
the workers must be e.uiltoned that thcii 
co-opci atives will have to compete with 
the ‘growtlj in geometrical piogression’ 
of Ihe monopolies; both national and 
multinational. Further, the workers 
s' ould constantly struggle tor a radical 
tr.utslormation ofdivision ol labourihat 
would gradually chminalethedi.stmction 
between administrative tasks and per¬ 
formance tasks, mental labour and 
manual labour and so on. Furthermore, 
the workers should not hahour any 
tllusions with regard to the role of 
workers’ co-oiserati ves in the ab.sence of 
their political |Hiwcr. 


(2) It will bedUastrouktoriie woitingclass 
movement if the advocates of workers’ 
co-o|x:rntives fall into the trap of the 
state that encourages 'lake over' of 'sick 
industries’. Such tukc-overs will benefit 
only ‘capital’ in various ways; compen¬ 
sation to the previous owner, repayment'f 
of loans borrowed by the previous owner 
I'rom Ihe linancial institutions; individual 
borrowings, by workers, of capital on 
interest to inve.sl in their eo-operative; 
accepting a cut in the wages for some 
years; not tisking bonus for some years 

10 come; voluntary retirement if the 
■rceoiisiruciion' piocess requires re- 
Irciichinenl: uiideiiaking not lo go on 
strike and so on. Workers, at the most, 
may go hir a co-operative merely as a 

11 Ic-boai that rescues them from the threat 
of losing jobs. 

(.3) instead of accepting the goveinmeni's 
proposids lor ‘take-over’ of ‘sick’ 
mdiisti les. it is desirable to spend all Ihe 
energies on campaigning and organising 
agnuisl the anti-working cla.ss policies 
ol the lulmg classes. Ahei all, we see ' 
no other way except to follow the same 
old advice given h\ Maix to Fredcrieh 
Holic, a leavler of the working-class 
movement in Ameiiea' 

Where Ihe workingeliiss is not vetJ'arciiough 
advanced in Us oiganisaiioii lo iinueil.'ikc a 
decisive campaign .igainsi Die collective 
powei. I c, the pohii(.al powei. ol the ruling 
classes, II iiniM at tiiiv rtiw hi’ liiiiiicd for 
lhisb\ronliniHiliijiiUiliiniti;.'.iiin.itlh'npo\\rr 
iiiiil hv 11 hiniile allitiitlc low mil thepoUru's 
of ilir niliiii: rl{i.\.\r\ Olhei wise, it remains 
a plaything in then hands |Maix IK7I: 
2.‘'.‘v. einphasi.s added] 

Notc.s 

iOriginally pie.seiiled al ihe Naliunal .Setniii.ir on ' 
bxploi ing New IVi.s|x:ctives on .Soi lalisni' (mum 
theme Woikers'Co oiieialivesiorg.inisedby the 
Dcpailmeiil ol Politic,il Seieiieo Llniversily ol 
ilydeiahad. oil Jamiaiy .t-4. IW7 | 

1 In luel. we need not ‘le-cxuminc’ this ‘old’ 
|)eis|x;eiivc.smecitl>adalreadyheenex:umncd 
hy Marx moie ihaii a eenliiry ago In other 
words, what vve need to do is to ‘recapitulate' 
Marx’s ohscivalions on workers’ eo- 
o|xri>iUve.s. However, we will ry to ekaboralc 
Ills loiiiuilalions vvheievei necessary and 
possible. 

2 We aie using these lernis m the sense 
us explained by Mars aml'Engels (l8dS; 

Ch 3) 

3 Our iinder.slniidmg of workers’ eo-opeialivcs 
I.S based on a leading ol Marx's majoi work 
Capital III general and other lelevani icxt.s 
[Marx IK64, 1866. 1871. Biigels 1876-781 in 
particular 

4 Fur a Ueiailed understanding of the Icrins 
prodiielion lolalions (prodqcers. appro 
pnal.irs), property relalinn.s (legal owncnhip, 
effective cnnirol), division of l.'ibour (admini¬ 
strative tasks vs performance tasks, mental 
vs manual labour, supervisory vs non- 
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M-pervisory labour) anil dislrihutiun rulatioito 
(valueofliibourpowcr.turpius vuliic/labiMir). 
see BapuM IW.Ia. b and c). 

5 Our discuauun of these conceptions is based 
on the thcoKtical observations of Marx and 
Engelst l84X).Marx( IKf>7. l8V4):indEngels 
(1876-78). Other relevant lexis that give a 
general account are. Lninherl (1959). Roy 
(I9(>4) and Siixcna (1974). 

6 One of the chief characteristics of ihc 
'supporters of tlie revolulionary line' is that 
they ulteinpted at a revoluliotiury iruns- 
forinatioii ol division of labour in the 
workplace. For olher aspects and detailed 
discussion ol this 'line'..see BcticllKini( 1978: 
Ch 20). Poi ihe nature and functions of 
wurkeis' inanagenieni lernis. mv. Hetlollieini 
(197.5) 

7 For a comprehensive survey ot what had 
happened in various coiiiilrics under various 
|iulilic.il leginics. see Rayal (1991) 

8 Owing to Ihe liinilaiioiis ol s|Kice. we cannot 
go inlo the dcl.iils here We wdl resliicl 
ouisclvcs III some ihcorelically signilicanl 
ohsci vaiions. ()nc may s|vciallv consider Ihc 
expel icnce ol the Chinese woikeis during Ihe 
Cullniallsesolution I licC'iillui.il Kevolulion. 
though shoit-lived. dLseoveied'. as Kellel 
lieiiii remarked, "an esse iiiialtoi III ol ihc class 
snuggle lor Ihe coiistriiclii.n ol socialism". 
For vaiious changes in the iuan.>):einenl and 
division ol lahoLii in an iiulusliial scMing, .see 
Beilelhcini 1 197.5). 

9 I'hese i|uesiions aic based on U-nin's (1919) 
deriiiilion ol 'classes', a delinilion which is 
very lelcvani lo uiidersland die social lelalions 
exisling III .1 v\inkers' co-o|x.'ralive or any 
(onn ol piodiiciion enierinisc 

10 Hoie. vvedo iiol considci l.ictoiy councils of 
Italy ol 1920 liec.iiisc ihev cxislcd only lor 
a luoiilh and a dciailed .iicoiini ol whai had 
happened is not available as in ihc case ol 
China 

11 Foi example, .idninnsiiulive lusks include 
elahoialion ol prodiielion plans, delmealion 
of piodiieiion lasks lompiilalion of cu.sl.s, 
innuvalions invesiinenls. esiablishnieni ol 
work and .safety regiilalioiis. manageiiicni ol 
welfare lind. In China, ihose who iierlorm 
administialisx' tasks wcie iiiadc to parlicipalc 
in |x:rfoi iiianee tasks thrice a week oi so. 
.Sinn larly. there w:is a practice which in vol ved 
20 |)cr cent of ihe woi kers ,ii any given point 
of lime 111 r.dininisiralivc tasks |Beltclhciin 
1975: 771 
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REVIEW ARTICLE _ 

Peasants and Politics in Malabar 

M Kabir 

Caste, Nationalism and Communism in South India: Malabar, 1900-1948 by Dilip M Menon; Cambridge University 
Press, 1994. 


WHILE aspects of caste and the nationalist 
and communist movements, with reference 
to Kerala as well as other parts of India, have 
attracted a good deal of scholarly attention, 
the framework of analysis, as the author 
implies.hashithertobecnlargely hidebound. 
In this sense, the claim by the aiilhor that 
“the history of the origins of communism 
in Kerala (os well as in the rest of India) hits 
not yet been written” (p I) is nut quite off 
Ihe mark. The pre.sent study is, in a crucial 
sense, a reflection of the restlessness to break 
away from the rigid and demarcated 
boundaries of academic di.sciplincs. a 
characteristic feature of the recent genre of 
writingson south Asia. Despite its conceptual 
and empirical limitations, as would soon be 
evident, Dilip Menon's account is extremely 
readable. However, ra.scinaling .stories arc 
no substitute to empirical and conceptual 
rigour and clarity and, in this .sense, Dilip 
Mcnon's study leaves much to be desired. 

While the study underscores the need for 
locating the mainsprings of political change 
within a wider socio-cultural milieu, laying 
bare the complex interaction of economy, 
scKicty and polity at the micro-level, the 
concept of community that Dilip employs 
seems to conceal rather than reveal the 
historical process of .social dilTcrcntintion 
and the consequent spawning of multiple 
contradictions. At the end of it. all one is 
left with is a gnawing feeling that it is a rather 
laboured and clinically crafted theoretical 
construct and one that dues not square with 
the available corpus of hi.storical evidence 
for the region. Above all. the line of enquiry 
is not refreshingly new as is evinced by the 
tacit shades of the moral cconomy-reciprucity 
paradigm discernible in Dilip Mcnon's study. 
The credibility of the book is reduced by 
factual errors and unsupported statements. 
The title itself is rat her misleading, claiming 
more than it actually lenders. The spatial 
coverage of the study is limited to merely 
three taluks ill theTcllichci ryadmini.strative 
division of northern Malabar, namely, 
Chimkal, Kottayam and Kunimbranad. 

The basic analytical category employed is 
'Community'; communities are seen as 
characteri.sed by the coherence within them 
- of interests, actions and values- “which 
binds together the actions of individuals and 
engenders fixed identities” (p3). But it funns 


only an aspiration and not an achieved 
identity ; acommunity is always inthc process 
of formation without reaching realisation 
(p4). In the stratified, unequal society of 
Malabar, according to Dilip, “an imagining 
of community mediated between di iTcrcnccs” 
and between 1900 and I94K different 
cuncc|>lions of community were “projected, 
created and negotiated" (p 190), thereby 
derinmg the dynamics of political activity. 

Chapter I of the book discus.scs the 
'negotiation' of a ‘community of subsistence' 
during 1900-19.30 and emphasises the 
interdependence between the landlords and 
Ihe cultivators. According to Dilip Menon, 
the powers oft he landowning nair Ihura vadus 
in Malabar were only .seemingly absolute 
(p 4) and, in the years before Ihe deprc.ssinn. 
even this was mitigated making them unable 
tocxcrciscabsoluiecomrolovcrthcirtcnants 
and labourers (pp 4, IS). While shortage of 
lalKiur. accciitualcd by migration, brought 
the landowning nair lharavadus to the 
necessity of securing cultivators. Ihe small 
cultivators were given ‘a degree of indepen¬ 
dence’ by the ‘availability ofland’, the.soaring 
prices for cash crops and by the availability 
of credit from diverse .sources (p S). But 
they had to depend on the tharavadus for 
subsistence and this ability of the latter, 
with their near monopoly over the wet lands 
(p 10), “arbitrated between Ihe independence 
of the cultivators and the authority of a 
tharavadu” (p S). 

1'he second chapter delineates a community 
of worship, centred oround shrines where, 
according to ilic author, the members of the 
tharavadus, their cultivators and their tied 
labourers - the Chcruma.*. and Ihe Pulayas 
- worshipped together, 'regardless of caste’. 
and went on pilgrimages (pp S. 45). But. this 
cominuniiy was undermined by the atlcmpl 
of an emergent thiyya elite to establish a 
‘coii'iiunity of caste equals’around the new 
thiyya temples in the towns. Tliis effort to 
perceive an alternative notion of community 
forms the theme of Ihe third chapter. 
Nevertheless, this notion of community was 
a limited one, since the new thiyya temples 
did not pcnnii entry to the lower castes and 
the new-found status of Ihe thiyyas was 
asserted even with physical assault on the 
Pulayas who “ventured on to the public 
roads” (p 84). ' 


Perceptions of new notions of community 
arcdiscusscd in the fourth chapter. According 
to Dilip Menon, Congr&ssactivity in Malabar 
helped to build a senscof community among 
the nairs and gave them an opportunity to 
rc.spond to the ihiya emergence (p 98). The 
thiyya ideal of building a community of 
caste equals around temples was elevated by 
the Congress to the level of building ‘Hindu’ 
unity through admission into temples for all 
castes. Nevertheless, this ‘community of equal 
Hindus’ was short-lived, os the movement 
for temple entry was ‘transformed' by the 
leaders of the Guruvayoor Sathyagraha into 
“a nair campaign for their own caste” (p 106). 

The penultimate chapter discusses the 
growth of socialist activity in Malabar. The 
interdependence whichchardcteri.scd the rural 
community, according to (he author, was 
undermined by the Dcpre.s.sion and the 
tharavadus which became financially weak 
began to exact ‘feudal levies' from their 
tenants, which were hitherto collected only 
from the service castes. The authority of (he 
tharavadu was ‘subverted' by tiie Malabar 
Tenancy Act and by the Madras Maru- 
makathayam Act, The landlords were brought 
to depend on ‘the mercy' of the tenants “for 
(he payment of rent and revenue” (p 128). 
Many of the younger members from the 
branches cut adrift by partition “lacked the 
clout to negotiate with unruly tenants...and 
were forced to resort to diplomacy rather 
than force” (p 130). Bereft of resources, 
thanks to the fall in pepper prices, the new 
branches had, however, to depend on the 
tharavadus for grain as well as for credit and 
theinitial socialist leadcrshipwhich emerged 
from these branches allied themselves with 
the low caste cultivators and labourers in 
questioning (he excessive demands of the 
landlords (pp 7, 121). 

This ‘community of peasants as agaitut 
landlords’, conceived by the socialist 
leadership was only transient (p 7) since the 
Party line in Malabar was ‘transformed' 
between 1942 and 1945. “In the context of 
food shortage and the need to expand 
cultivation thecommuni.sts...ncgotiated with 
landowners for waste land, providing them 
with pragmatically compliant cultivators” 
(p 159). This ‘fragile unity’, however, 
collapsed with the end of the war “as a result 
of increa.sing rural militancy and the 
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intovemiun of the goveminenl, now keen 
on crushing communism’' (p ISU) and “the 
authority of the iharavadus continued, both 
in their control over resources ns well as the 
willingness of the state to intercede on their 
kbehair (p 160). 

Spread over 195 pages, the book reflects 
the author's endeavour to get away from the 
conventional understanding of Malabar. Rut 
to one familiar with the region it cannot he 
read without lifting one's eyebrows. 
Disagreements abound on a number of 
matters of detail and all these cannot Ik gone 
into withintheconfinesof this review article. 
Only the mo.st glaring are taken up here. 

RiSCII’ROCITV 

The theme of the book is not substantially 
different Iroin that of Scott; the violation of 
the subsistence ethic determining the 
dynamics of peasant action and peasant 
politics 'The noiionof community that Dilip 
Menon employs is. nevertheless, wider and 
more dynamic than Scott's static concept tif 
the moral economy but does not appear to 
he a iiscliil category in analysing peasant 
societies.The ■coherenceot intcre.stsactions 
and values' presumed in the nulioii of 
communities denies the contradictions in 
ihese societies and cloaks the underlying 
relationship between its dilferent sections. 
But the crucial question is whether it was 
possible to perceive :i moral economy ol the 
subsistence ethic in caily 2()lh centuiy 
Malabar. The attempt by the author is to 
deny the impact of early colonial tide on 
agrarian relations in Malabai and to disprove 
the continuity of peasant stinggles in the 
legion svhich began to siirt'ace as early as 
the first decade ol the 19lh century. Such 
norms as reciprocity, genenisity. work- 
1^ sharing and communal worship implicit in 
the idea of niral community, elaborated in 
the Hist two chaptcis, were either weak or 
non-existent. Tlic fact that the cultivators 
and labourers had todepend on the landlords 
during distress did not imply that the latter 
were under the moral obligation to help their 
'clicnls' at such times or the 'clients' could 
look up to their 'patrons' as 'benevolent 
dispensers' nortotheirgranariesas ‘re.scrvcs 
held in trust’ (p .11) This was recognised 
by the system of paddy loan known as 'polu'. 
These loans were provided by the landlords 
and had to he returned during the next scn.son 
with interest. The interest was counted in 
multiples of the quantity of paddy originally 
loaned (the word 'polu' being deriv^ from 
‘pulippikkuka* = compensating by a 
multiple), and often exceeded the ‘maryada 
paltsa' or customary rate of interest. In the 
case of tenants the interest and the principal 
was added to the 'pattom', or rent, and in 
the case of labourers appropriate reductions 
were made from the wages. The entire 
relationship was based on subordination to 


authority and control riiiherthnnon mutuality 
and generoaity. This was reitcriiicd at ilie 
times of festivals such as onam and vislui 
Tlic trivial presents made to the lunants and 
labourers were preceded by the submission 
of ‘kaiheha’ or piescnts made in token of 
allegiance and oltcn the insiiri'icicncy ul the 
'kazhehu* was a reason for evicting a tenant 
from his land.' 

Tltca’ was no reciprocity in any meaningful 
sense, lor reciprocity involves a iwo-w;iy 
relationship nn(.l arises Irom the necessity ot 
both the panics.' Ftirtheii'pan.thccullivuturs 
and labourers had to depend on the landlords 
for land, grain (the hitter emerging not from 
the deficiency of looil in the region, for a 
macro deficiency could be corrccicil only by 
imports and not by redisirihulion. but rmin 
the unc(|iial disliibiiiion of land aiul from 
rack-renting) and crcilii. 'ITicrc was no i evcr.se 
flowofdcpendencciiianymcaninglul.scn.se 
iincl the prcsumpiioii of shortage ol luboiii 
which, the author holds, was accentuated by 
migiaiionandol Ihciicic.ssityol thelainllords 
to secure ciiliiviilorsishistonciillyiiniciuihlu. 
In a vain ollori to stippoii tlic aigiiiiieni. the 
aiilhoi stales, indeed vvilhoiil source lu.iierial 
orcmpiriculinl()rmali(iii,lluil''lheavail:ibilily 
ofland and the shortage of labmir nieiiiii that 
ngriciiltiirat wages in the interior continued 
lo be high as late as I‘HO" Ip 15). 
Unfortunately, one is not able to know whai 
the rcrcrcncc is lo. whcihei the wages 
increascddurmg llie period, or was it already 
high at the begimuiig o! the century oi was 
it high III relation lo the wages iii the 
neighbouring areas. 

.Srinivasa Raghavayiang.'ir’s ciiquiries in 
IK9I revealed the long-term stagnancy of 
the agricuiliirurwageiates in Malabar during 
the I9thccniiiry and noted that in many parts 
of the region, including Tcllicherry in the 
north, the wages paid lu liic agnciiltiiial 
labourers were even less than what were paid 
in 1801.'' By l')()l. oO per cent of the 
agricultural population in Malahar, mure 
than double that of the presidency average.' 
belonged lo the category of Held labourers 
and a significant pioportion ol this was 
consliiuicd by ihc Piilayas and Chcriinias 
who were attached lo their masters. To the 
rich janmis and Kanomdars, the supply of 
labour was guaranteed through the attached 
labour system and by the obligation of the 
lower categories ol tenants to work for their 
tcnurial overlords.'* The petty landowneis 
and tenants depended mostly on family 
labour, hiring in outside labour only during 
the peak agricultural seasons These un¬ 
bonded labourers, sometimes, moved to the 
ncatby districts nr to Wynad during the off 
seasons, but as the author himself notes, 
reached their homes back with the com¬ 
mencement of Ihc next season. Ihcrchy 
causing no significant impact on the labour 
inarkei. The iricniital wage surveys conducted 


by the Madras government from 1908 
indicate (hat the agricultural wages were 
lower III Malabar than m many other parts 
of the prusuicney. including (hose in the 
nearby South C'anara district.'’ Detailed 
lalukwi.se intoriiuilton piovidcd by the wage 
ccnsu.scs Irom 1921 showed significant 
variation in the agncullural wage rates among 
the Malabarinltiks. riic ibreo nurihcrn taluks 
paid a lower wage rate than most of (he other 
taluks and the only areas where the wages 
weiv still lower were Calicut and Wynud." 
These censuses were also indicative of the 
near siagnuncy in the wage rates and showed 
that "in the majority of the Malabar villages" 
the wages of agncullural labourers remained 
almost sialic hot ween l‘X)8.ind 1‘) 16," going 
up marginally only in the next 
quinqiicnniiim.'" Between 1921 and 1926, 
the wages tor ail agricultural operations 
loiiiained almost unchanged in theihrectaluks 
and esen declined in Kotl.iyam and 
Kunimhianad." This would iiulicalc. 
corisuicniig the ii.se iii loud prices, a falLin 
ihcie.il wages which io.se only with iheuiiKet 
ol the Dc|)ie.sMoii '■ 

I'lial the laudloids were not under any 
prcssiiie or necessity lo secure cultivators is 
clear from Ihc high incidence ol 'meicharth' 
Ol ovciicasc," which the .lulhor hiiiiscir 
makes note ol in chapter .V In the three 
decades bcdbi a i he I>:prcssion, the population 
in the three taluks ol noiih Malabar*' went 
up aiul this, along with the ri.se m produce 
prices, laiscd Ihc ilomand lor land. The 
Malahar Compensation for Tciiiints' 
Improvement Act, passed in 1886 and 
amended m I ')(X), became a dead letter within 
no time and the inability ot the Act to check 
eviction was seen in the large number of 
eviction .Mills filed in the com Is of Malabar.” 
The piobicm wa.s more severe in north 
Malabar than in the south nod in l*)l I. the 
north Malahar district judge expressed the 
opinion that the Act had not rc.sulicd in 
checking evictions and th.il Ihc compcn.sation 
awarded wa.s very inadequate."’ By 1915 
innes. Ihc district collector, drew ailenlion 
lo the tnciease in the number of evictions, 
insullicicnl compensation, exorbitant 
icncwal fees and rack-icnlmg.” The ihical 
of eviction was u.scd liy Ihc landlords <i.s an 
effective weapon to raise the rents and 
according to the estimates ol F B Evans the 
cultivating peasants paid as much as 75 to 
85 per cent as 1601 ."“ Evictions were made 
on trivial grounds''' and the landlords had 
no diificuhy in finding a new tenant who 
paid a higher amount as 'kanom' than what 
wiLs sufficient to compensate the original 
icniint for the improvements effected and 
offered an incietncnial rent. Between 1916 
and I‘726. nut less than 40,000 overleases 
were concluded’" in this manner By the 
pcniiltimatedccudcorthe i9thcenluiy, north 
Malabar became the .second, next only to 
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south Malabar, most litigious region in the 
Madras presidency, a position which it 
improved over time; by 1910 it became the 
most litigious region, south Malabar and 
Tanjore often competing fur die second 
rank.^' Most of the suits tiled were related 
to land and according to the MalabarTenancy 
Committee, “the abnormally large number 
of munsif courts that exist in Malabar would 
not be necessary but for the eviction suits’*.” 

The Economy 

The notion of rural community (19(X)-1930} 
pre-empts the author from accepting the 
knownundcrstandingnfMalabar’sa-onomy. 
To corroborate his position, the author 
conveniently employs scholarly observations 
made in relation to other regions of the 
Madras presidency without checking their 
logical or empirical validity for Malabar. 
Thcuuthorcon venicntly rules out the general 
'picture' emerging from other studies on 
Malabar which, as summed up by him, 
involved “rack-renting, in.security ol tenure, 
evictions, and the British policy of 
pauperising the peasantry through exorbitant 
revenue demands and a stagnant wet land 
economy which led cultivators to cultivate 
cash crops out of desperation” (p 22). 
According to the author. 

Instead of a tale of consistent povei ty within 
a subsistence economy, we have the piciuie 
of fragile affluence created by a cash crop 
economy. Seen in this light Malahai docs 
not seem to be an anomaly within the larger 
south Indian economy, for which recent 
work suggests that the region should be seen 
asonecharactcriscdby independent,matkcl- 
oriented small fanners ratliei' than of agrarian 
dependents undei the sway ol rural 
magnates... We need to levise the picture 
of the cultivator dulled by the revenue 
exactions of the state into an inability to 
innovate or respond to the lure of the export 
market (p 22). 

The rcfcreiKC here is to Bruce Robert’s study 
on the dry land Teltigu regions” and one 
really wonders how could its findings (on 
which there is no con.sen.stis)” be generali.scd 
to the entile Madras presitiency, let alone to 
Malabar where the ecology and production 
conditions were signillcantly dissimilar. 

Burden of Land Revenue 

To substantiate the position that the 
cultivators of Malabar were not dulled by 
the revenue exactions of the state, the author 
depends on Wa.shhrook’s ob.servation that 
“the proportion of total revenues represented 
by land revenue dropped by over half in the 
period between 1880 and 1920” (p 22). 

Wiishbrook’s reference is to the Madras 
presidency and not to Malabar. Further, the 
drop in a proportion refers not to an aKsolute 
fall in the numerator, but a more than 
proportionate increase in the denominator. 


and what mattered to the peasantry was not 
the land revenue burden per se, but the 
overall revenue burden. Even the British 
ofdcials were convinced over the high burden 
of land revenue in the district” and between 
the years 1880-81 and 1920-21, while the 
proportion of total revenue represented by 
land revenue fell from 54 to 43 per cent, the 
land revenue went up by not less than two 
times."* During the same period, the to^l 
revenue collected from Malabar registered 
a three times increa.se.^’ The .settlement of 
Malabar completed in 1 900 rai.scd the land 
revenue burden by S6 per cent in the ca.se 
of wet lands and by 94 per cent in the case 
of gardens, while the area under a.ssc.ssmcnt 
since the previous ‘survey and .scttlcmcnl’ 
had gone up only by 34 per cent and 43 per 
00111 .” In the three taluks of Chirakal, 
Kurumbranad an<l Kottayam the assessment 
on wet lands went up by 36, 27 and 38 per 
cent while the area had increased only by 
22,29 and 36 per cent; in the ca.se of gardens 
the increase in assessment was 69, 96 and 
109 per cent against 34.45, and 34 per cent 
in arca.”Thc per capita land revenpe burden 
of the district, which was only Rs 0.77 in 
1880-81. reached as high as Rs 1.27 in 1920- 
21In the three taluks, the |)er capita land 
revenue demand went up from Rs 0.81 in 
1893 to Rs 1.23 in 1921." 

Rales of as.sessincnt were not only high, 
but were al.so regressive laying “a heavier 
burden of land revenue on the weaker rather 
than on the belter olTsciiion of the agriciillural 
population".'* In many instances, the iiK'omc 
from land was not siillicicnt to pay the land 
revenue and it was not rare that the small 
landowners raised loans from the village 
moneylender, often the landlords or the rich 
peasants, for the payment of land revenue 
on the security of movables.'' Even in 1927, 
when the prices were at their peak, it wtis 
reported that ihou.sands of small cultivators 
wem in debt and in arrears with their re venue 
payments''* and. if we go by the evidence 
before the Provincial Banking Enquiry 
Committee, “people [had] to borrow not in¬ 
frequently for the payment of land revenue”.'-' 

Production Conditions 

The economy of Malabar, according to 
Dilip Menon, was characterised by small 
independent cultivators who “responded to 
the tnarket signals willingly and to their 
profit” (p 22) and “small cultivators 
po.sscs"ing an acre or two, and tilling their 
home.stcad, were the norm in north Malabar" 
(p 38). The authorcites thcsciileinent figures 
that 75 per cent of the title holders paid a 
revenue a.s.sessmenl of Rs 10 or less, the 
figures for Chirakal and Kottayam being 83 
per cent and 84 per cent, respectively, but 
conveniently avoids how much of the total 
area was owned or occupied by these small 
owners. 


Conuenirmion of land, uiicter ownerthip 
and superior varietie.s of tenancy, was an 
important characieri.stic of the production 
conditions in Malabar and; contrary to the 
observations of the author, it extendi to all 
types of land, both wet and dry.” Though ^ 
75 per cent of the paltadars in the district' 
paid an assc.ssment of Rs 10 nr less, together 
they paid less than 12 per cent of the land 
revenue of the district.” On the other hmid, 
only 3 per cent of the pattas paid above 
Rs I (X), but covered nearly half thedry lands 
and over 55 per cent of the wet lands.” 
However, the Patta figures arc to be taken 
with caution and. as Innes noted, though 
Malabar had a larger proportion of small 
Patladars than the n»t of the prc.sidcncy had, 
it did not mean that “there are more petty 
proprietors in Malabar than efsewhere”"* 
First, a good number of pattas were those 
issued for house sites'*" and though this could 
imply a large number of pattadars of 
'Parambas'. must of them owned only very 
little and were in no better condition than . 
agricultural labourers. Second, "the Desam.4 
which is the unit for the issue of pattas is ^ 
very small and...even the small pattadars 
often hold lands in more than one De.sani"” 
Third, many of the small pattadars held more 
land than what they actually owned and even 
when one owned no land, it was possible 
to lca.se in land through various tenures.'** 
Thus many Kanomdars owned only very 
little but controlled vast arca.s."To the north 
of Chirakal, the majority of the large estates 
lor the cultivation ol pepper was demised 
on the Kanom tenure.'** 

The details on the Moraxha Desam in 
nprt h Malabar,*' which, as Shea holds, “could 
be duplicated in any of the 2,222 Malabar 
Desams”.*" make the nature of concentration 
more clear. Janmom to half the land in the^ 
village was held by eight Devaswoms. They - 
paid more than 25 per cent of the land 
revenue and held one-third of the wet lands. 
Four of these Devaswoms were managed by 
two of the five largest landholders of the 
village. The laigestjanmi in the village held 
nearly one-fourth of the wet lands and paid 
13 per cent of the total land revenue. The 
ft ve largest Janmis held 47.5 per cent of the 
wet lands, 49 per cent of all the lands and 
paid more than 40 per cent of the total land 
revenue. Janmom title to the remainder of 
the lands was held on more than 250 Pattas 
by approximately 200 individuals.*’ Land 
records in the 20 Desams in the Chirakal 
taluk studied by Prakash Karat indicated that 
title deeds on which the assessment was 
more than Rs 100 comprised 3 per cent of 
all title deeds, and covered 53 per cent of 
all agricultural land. In 10 of the.se villages, 
ju.st live landlords and Devaswoms controlled 
43 per cent of the cultivated land.** The-* 
author, of course, recognises thi.s disparity, 
but holds, indeed without giving any details 
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on dw size distribution, that it **was or not 
much consequence during a period of high 
prices fur cash crops, and it was the small 
size of holdings rather than the inequality 
in their distribution which was the major 
problem" (p 38). (What this problem was 
^mains unstated.) 

One result of the extreme concentration 
in land ownership was subinfeudation. 
Peasants weredifferentiated not only in terms 
of the ownership of land but also in terms 
of the type of tenancy.'*'' But to the author 
the differences which existed among the 
peasants were irrelevant. 

Distinctions between cultivaiing and non¬ 
cultivating and land owner and tenant were 
misleading and not of much value. A person 
could be the Janmi of a plot of wet land and 
a tenant of their garden and their hou.se... 
A system of complicated subtenures (which | 
came into being divested the Janmi of the 
rights in the soil while retaining the title of 
honour {p 37). 

In Malabar, everybody who owned land was 
|a Janmi and in this seasc some tenants were 
'janmis'. But the arcti that this laitcrcaiegory 
owned formecl only a small portion of the 
total cultivated area. Thus, in Fash 1.347, 
only 12 per cent of the total cultivated area 
came undcrthcdircct cultivation ofihcjunmi.s 
and this included not only the area owned 
by the small land owners but also those 
directly cultivated by the big landlords.*" 
The rest was culti vated by tenants of di tTcrent 
order. While the hulk of the land owned by 
the big landlords were leased out, the majority 
of the Kanomduis who lea.scd in directly 
from the janmis also lea.scd out the major 
portion under one or other form ol tenancy. 
The number as well as type of undertenurcs 
incrcn.scd during the ftrst half of the 2()th 
I century. "Conditions in Malabar”, observed 
the Malabar Tenancy Committee, “arc 
different from the rest of the presidency on 
account of the difficulty created by the 
existence of a number of intermediarias 
between the ultimate landlord and the tiller 
of the soil. It is usual, especially in north 
Malabar, to Tind three or four intermediaries 
between the janmi and the actual cultivator, 
all having interests in the same piece of 
land”.” But. this did nut divest the lanmis 
of the rights in the soil and each major janmi 
family had its own retainers through whom 
thc.se rights were asserted. 

The longer the chain of intermediaries the 
lasscr was the share going to the cultivator. 
The rent actually paid by the ultimate tiller 
of the soil far exceeded what was actually 
charged by the landlord-” and a substantial 
part of the peasant produce was used to till 
the coffers of the intermediary tenure 
holders.” In the course of the 19th and early 
20 th centuries many families of the inter¬ 
mediary Kanakar became powerful. As rent 
payers they were under the authority of the 


landlords but as rent rccei vers they exercised 
their authority over the lower categories of 
tenants. “The lot of the cultivating tenants 
in Malabar”, dc.scribcil innes and Evans in 
1917. was “deplorable"” 

'liuU‘i>endence' oj Ciiliivalorniul 

Conimeirialixtiiion nf Agriatliure 

Tlicsc cultivators were not independent in 
any meaningful sense” nor were they free 
from the sway of the iiiral magnates. Crops 
such ns coconut and pepper were produced 
mostly by the tenant cultivators who lca.scd 
in the land cither direct ly from the Janmi or, 
as in the majority ol the ca.scs. from the 
intermediary tenure holders.-''' Though the 
high relative piicesol cash crops could induce 
thecultivators to undertake their cultivation, 
to the small tenant cultivators the decision 
to turn to commct'ctiti crops was tiot always 
motivated by the niitrkct. Sometimes they 
were compelled to turn to the garden crops 
by the higher rates at rent and eviction in 
the wet lands. It hits been well documented 
that the wet latids were tnore racktented than 
the gardctis and cvictton was much easier 
from the wet lands than frotn the garden 
lands. To a teniinl on the wet latids the 
po.ssc.s.sioii of ati iiddttional'piece of gardcti 
provided a means ol insulation. It was not 
rare that after paying the rent and other dues 
to the l•uldlol'd the wet land cultivator was 
left "with nothing but the straw"'* and it was 
the income from the cultivation of 
commercial crops which helped him tide 
over the crisis. As the author himself notes, 
it was not rare that “the payment of rent and 
revenue hud to he done out of the prolits 
of pepper and cocomil'' (p 30) and in many 
ca.sc.s the rent deed loi wet hinds covered 
also the nearby dry lands which were 
cultivuledwith.suchcropsa.spcppcr,cocoiiul 
and arecanut. In certain instances, as the 
author has rightly mited, the compulsion to 
turn to cash crops c,nne directly from the 
landlords and the piittom deeds on wet lands 
sometimes coniiiincd the specillc provision 
that at iea.st a part of the land be converted 
to the cultivation of cash crops. 

The ri.sing lidc.s of cash crop prices since 
the first world wiir did not bring any 
significanC benefit lo the actual culti valors 
nor did they ollci them any 'degree ol 
independence'. A survey conducted in 
connection with the rc.selllcmenl in 1927-28 
in 139 Dc.sams 'thioughout the disiiict' 
revealed that 59 per cent of the cultivators 
were in debt.'* The expansion m the numlier 
of credit institutions since the war did not 
raise the availability of credit to the actual 
cultivators. In theevidence before the Madras 
Provincial Banking Enquiry Committee it 
was noted that the banks or co-operative 
credit institutions did not lend to the lower 
categories of cultivating tenants"' for the 
latter’s inability in providing linn collateral 


such as secure ti iledeeds*" and for credit they 
hod to depend on the the traders, landlords 
and rich Kanomdars. In the aftermath of the 
war, some of the big Janmi families turned 
to organised banking, thereby withdrawing 
thcm.selvcs from the rural credit market 
thereby creating a .squeeze in rural credit.*' 
However, the main tenders were still the 
richer landholders** and, according to one 
inl'ormuni before the MPBEC, “it is the 
richer cla.ss of agriculturists that have taken 
the place |uf the old cla.ss of professional 
money lenders) and grab the land from the 
poor by tem|Hing them with loans'' .*' Detailed 
survey of three villages conducted by 
Salhyanathan in 1936 noted that there was 
no professional money lender, but for the 
78 rich landholders who lent money and out 
of a debt ol Rs 1,62.986, more than 96 per 
cent was due to thcin.** The.se ‘.agriculturist- 
money lenders' often charged exorbitant rates 
of interest, 24 to 36 percent,''’ thereby keeping 
the peiisants in a permanent state of penury, 
itidebtcdncss and bondage. 

Thu Sofinv 

The most exasperating aspect of the book 
is Dilip Menon's general understanding of 
the social history of Kerala. While the 
ngiditics of the caste system which existed 
in Kerala aic well known.'*'' the author holds 
that they wcie watered down in the so-called 
coinmunitics ol occupatinn and of worship. 
According to Dilip Menim,Natrs. Clierumas 
andThiyyas "shared thctrdrunkenncss''and 
“at the end of a working day. and more often 
on the occasion ol festivals, the men of all 
castes gathered in the local toddy shop and 
experienced a tcmpoiary camaraderie with 
their woik mates' (pp 21, 76 and 100), 
Moreover, the C'herumas and Pulayas who 
constituted “a hard core of worshippers” in 
the tharavadu shrines, worshipped there 
“together" with their caste htndu overlords, 
and even went on pilgi images with the latter 
(p 45). Both these statements stand 
unsubstantiated 

The Pulayaiis and Chenimans were the 
lowest in the .social order and had to keep 
a distance of 64 paces Irom thcircastc Hindu 
oveilords"’ This distance, known as 
'Chcrumapad", was sacrosanct"" "If the 
Pulayan wishes to make a piircha.se’'. noted 
an L M .S Missionary in Travancorc, “he 
places his money 'on a stone and retires to 
the appointed distance. Then the memhant 
or seller comes, takes up the money, and lays 
down whatever quantity of goods he chooses 
to give for the sum recci ved''.'''ThcCheruman 
■ “spent the grciiter part of his wage on toddy”, 
but was not allowed to enter a toddy shop 
and to get the drink he had to wait outside 
iiiihcmanncrprescribed. “It is a very common, 
sight in Malabar”, recorded Thurston, “to 
sec a group of women and children sitting 
in front of the toddy shop (and at thcdistance 
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of poltuliun), Ihc Chcmman transferring the 
unfinished |X)rtion of the toddy to his wife 
and the latter to the children”.'" 

Denied of all civic rights, they were neither 
allowed to worship the highgudsorHiiiduism 
nor were given direct physical accc.ss to the 
nuinemus shrines and temples controlled by 
the upper castes.” However, they were 
permitted to go to the premises of the Kali 
temples on the annual festival days,” but 
were not allowed direct worship theic and 
had to remain outside the polluting limits.” 
This was in contrast to the practice in many 
other parts of south India which permitted 
the ‘untouchables’ to enter some of the 
superior caste temples on specified days of 
the year.” The author gives a day-to-day 
de.scription of some of the shrine festivals 
in north Malabar and in nil of them the 
Pulayas and Cherumas were conspicuously 
absent. 

Theshrinc festivals were rcasserti ve of the 
social hierarchy” and in each of them the 
low castes which participated had its 
appropriate caste function.” Even when the 
men of a particular caste appeared only on 
the peripheries ot' the rituals, their presence 
was a caste obligation” and any lapse was 
met with dire consequences.” 

The rituals of shrine worship did in no way 
suggest any notion of community, either of 
subsistence or of worship. Must of the 
tharavadu shrines in north Malabar owned 
vast areas of land” and the income from 
these lands was used to fill the coffers of 
the tharavadus. During the annual Icstival, 
which was al.so the most extravagant part of 
the year’s worship, the low ca.ste participants 
were bound to bring with them nee. goats, 
cocks, toddy and the like and to this was 
added thesmall quantity ol gram contributed 
by the tharavadu.*"Thc rite whei cby rice was 
thrown on the devotees or was served to a 
few did nut cover the Chenimas who were 
the single largest dependents of the 
tharavadus and no "obligation on the part 
of the tharavadus to provide grain to their 
dependetits” was perceived. On the other 
hand it was simply the repre.sentative of the 
goddess being worshipped as Anna Puma 
who took the form of the propitiating the 
family goddess and showered blessings fur 
bringing good harvests and prosperity to the 
tharavadu." 'ITiis was reiterated during the 
Puthari festival held in the month of 
Karkatakom; the prayer to the Corn god was 
to till the coffers of the landlord and to bring 
prosperity to the tharavadus, marked by the 
hymn ’illam nira, vallom nira. pathayom 
nira. kutta nira’ (fill the house, fill the yard, 
fill the barn, fill the hasket).*- 

Nationai is.m ano Ti.MPi.r; E-vrav 

The assumed incorporation by the author 
ot the Pulayas into the shrine festivals 
provides him with a convenient entry point 


to the analysis of the dynamics of rural 
politics in Malabar. ’’Local conflict.s”, the 
author holds, ’’predominated over national 
affiliations”, and Congress activity gave the 
members of the nair tharavadus an oppor¬ 
tunity not only to .settle old scores. ”as in 
the case of liquor picketing, where the shops 
of thiyyas were forcibly shut down by 
powerful tharavadus”, but also to rcs|K>no 
to the thiya emergence by attempting to won 
their Piilaya dependents, who were kept out 
of the thiyya temples. The latter was done, 
according to the author, by rc.soriii1g to the 
Gnndhian programme of cleanliness, by 
shoring u|) the shrines .ind, above all, by 
elevating ihc ibiyya ideal of temple entry 
into a demand for temple entry for all. 

While at the extreme level it could be 
aigiied that the Cimgrc.ss activity gave the 
Nairs an oppoitiinity to respond to the ri.se 
of the thiyyas. and the thiyyas of north 
Malabar kept themselves away Irom the 
C(,ngrcss-led movement for temple entry,** 
it would he siinpli.stic to argue that the course 
of political activity in the district was 
determined by the exigencies of local 
conditions in the three taluks. Tlieimpcraiive 
for Giiriivayoor Sathyagraha was not 
UK'ulised, but arose in response to the social 
situation in the entire Maluyalam speaking 
region. From the 1920.s there was a grow ing 
conviciion within the Congre.ss in Malabar 
that the fight against caste harriers was as 
important ns the tight against imperialisin 
itself.*^ This was, however, not independent 
of the belief of the leadci.shipal the all-India 
level. Already. Congress had taken the 
initiative m Icadmga movement at Vaikkom 
in Travancore (1924) lor gaining temple 
entry to the low castes. In 19.11, the all- 
Kerala Political ronfercncc passed a resolu¬ 
tion seeking entry ol all castes into the temples 
despite Ihc apprehension of a few that ii 
would alienate the Congress from the caste 
Hindus.’’’ 

Dining the early days ol the salhvagralia 
at Guru vayoor I here were utterances by sonic 
of the nair leaders against brahmin domina¬ 
tion and the ‘brave nair' was called upon to 
violate the brahmin monopoly by entering 
Ihc temple and ringingihe hells in the sanctum 
sanctorum.*'’ On DcccmlTcr 21, one of Ihc 
saihyagrahis. P Krishna Piilai. who later 
beeame the secrctai y ol lltcCommunist Party, 
rung the temple bell.s*’ and, thereafter, it 
became ■ regular affair of the sathyagraha. 
But this was not Ihc end point of the temple 
entry movement. The sathyagraha il.scif 
continued till October 2. 19.12 w'lien it was 
temporalily sus|x:tulcd on Ihc intervention 
nl' Gandhi who gave Ihc assurance to rcsiari 
ituftcrlhreemonlhsifiH) solution was reached 
within that |)crtod.** Soon after the suihya- 
graha was wilhdi awn, a team of Congressmen 
led by A K Gopalan embarked upon a march 
thniughoiit Kerala to annisc public apfical 


for the cauke of temple entry" and both the 
NSS and the SNDP actively participated “to 
make it a .success”.’*’J unuary 8 wa.s observed 
by the Congress, all over Kerala, as 
’Guruvayoor Day’, even as the Madra.s 
legislature had taken up a bill to permit 
temple entry to all castes.. f: 

The period 1930-34 witnc-sscd “a vigorous 
propagation of the ideology of nationalism 
in Malabar”,"' in terms of the form, content 
and con.scqiicnccs of Congress activity. The 
programmes for temple entry and civil 
disobedience drew mass attention in all the 
three political units of Kerala and brought 
a luimhcr of young men to Ihc nationalist 
muveiiicnt."’Twenty thoii.sand persons were 
said to have assembled at C!altcut on May 
11. 1931) to see the saihyugruhis making 
salt."' In the course ol the first few months 
before the Gandhi-Irwin Pact in March 1931, 

600 saihyagrahis, 95 per cent below the age 
of 30. had been convicted in Malabar and 
ol the civil disobedience convictions in the 
Madras presidency 44 per cent were in 
Maluh,ir.'”Backfromihejails.manynfihcsc ^ 
young men were opposed by their relatives ' 
in their eiulcavoiir and hence were alienated 
from their Tharavadus."’ Tlic Congress 
Socialist Parly and still later the communist 
parly drew their leadership mainly troin these 
young men. The pace ol social reforms, 
alieacly iindei way, was accelerated by the 
temple entry campaign.'" providing a fertile 
background lor the growth of the communist 
party later. 

Pi xsan'i Usions \mi Soci.M.isr Movi-imfnt 

Tlie inosi crucial part ol the hook is. 
novel thelcss. 1 he one I elated to the emergence 
ol socialist and coninuinisl niovemcnis. 
While the author argues that the initial 
socialist leadership came Irom the branche.s 
ol the’promineni nair iluiruvudus cuiadrill ^ 
hy the partition laws, he does noi say why 
they were aiiiucicd to socialism. The author 
convcnieiiliy ludges here and .stales that in 
Ihc alicrmaih ol the Paiiition Bi.’l and the 
Malabar'Feiumcy Act, loeyounger members 
from the new tharavadu brunches, who 
‘lacked the clout to negotiate with unruly, 
wily len.inis". were’’torccil to rc.st)rt to diplo¬ 
macy rather than force” and, still dependent 
on the tharavadus for grain, forged links with 
the tenants. ”1'he re.scntnienl of the dependent 
and the fissures within thccliiccnmc together 
in Ihc move towards the formation of the 
|Ka.sani unions” (pp 6. 121 and 1.30). 

Tlie initial Congress leadership in Malabar 
was drawn mostly from I he up|)er castes and 
this was pailiy re 11 cclivcofthc .social structure 
itself. Most ol the Congress activists had 
emerged from the landed intermediaries of 
Kunukar.s"' and the majority of those arrested 
during thccivildi.sohalienccmuvcmeni were 
Nairs."" By 1933-34, a whole generation ot 
these young men came out ot the jails. 
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disfusted wilh the Oandhian leadership 
which withdrew the straggle. Jail life had 
brought many of them into direct personal 
contact with the north Indian political 
deienues,** including those who were 
undergoing their jail term for terruri.st 
activities."" At lcn.st to a few the alternatives 
to Gandhian politics became attractive. A V 
Kunhambu, on hi.s return from jail, formed 
the Abhinava Bharath Yu vuk Sangh and was 
said to have even tried to form the Malabar 
unit of the Anuscelan group. By the time of 
their release many young men were cxptvsed 
IKM only to the socialist ideology in a vague 
form, but also to the emerging alMndia 
stK'iali.st leadership. However, socialist 
ideology was not new to the region"" and 
a few informal communist grmips h:Kl aiready 
staned working indifferent paitsof Kerala. 

It was in this background that the Kerala 
Pradesh Congress Committee, the ban on 
which had by then been removed, met at 
Calicut in May 19.14iutdeiected A K Gopahin 
as one of its secretaries."" Even as they were 
attending to the KPCC’s deliberations, a few 
young men - all of them having undergone 
imprisonment during the civil disobedience 
movement - met to form tiie C«)ngre.ss 
Socialist Party to work as a left wing pressure 
group within the Congress and elected K 
Kclapptm as its president and C K Covimlun 
Nair and P Krishna Pillai as secretaries."" 
Tlte Patna meet of the Congress Socialists 
was attended by E M S Namboothiripad and 
within a few weeks Jaya Prukash Narayan 
visited Malabar.'"-' Tlte early attempts of the 
Congress Sociali.sts in Malabar were aimed 
at organising the industrial workers. But, by 
the end of 19.14. the socialists came in the 
open in opposing the land revenue 
enhancement.'""coming on the heels of their 
all-India policy "tt) carry on serious work 
among the peasantry”.'"^ the latter receiving 
its legitimacy from the Kartichi resolution 
of the AlCC (19.11). In Malabar this meant 
not only opposing the revenue enhancement 
hut also organising the peasants against the 
oppre.ssion of th ' landlords. 

While the Depression had brought many 
of the cultivators to the doldrums, the ropes 
were tightened by the janmis by raising the 
already exorbitant exactions. Rents as well 
as the extra-rental collections went up in the 
aftermath of the Depression. Feudal levies 
were not novel designs of the Tharavadus 
which became ‘financially weak' in the 
aftermath of the depression, as the author 
would hold. On the contrary, they iKid been 
an integral part of the peasant exaction and 
were not till then confined to the .service 
castes alone.'"" Despite the MalabarTenancy 
Act (1929), the janmis were able to exert 
pressure on the tenants and raise the extra- 
rental collections. This was made possible 
not only by the loopholes in the Act but also 
by the increase in the demand for tenancy. 


The Depression did not affect the large 
tharavadus to any .significant extent. There 
was no remission of rent, and the money 
rents, the usual form of rent in the ca.se of 
garden lands, had to be paid at the levels 
previously agreed upon despite the fall in 
prices.'"* On the other hand, many of the 
small landholders were brought todirc straits 
by the Dcprc.ssion and had increasingly to 
surrender thcirtcnancics forfailurgin paying 
rents or alienate their lands in older to pay 
buck the loans which they had obtained to 
take up Kanom lands during (he pievious 
txMim."” In the aftermath of (he Depression 
a large number of (hem were pushed down 
(o a state of landlessness and were pre.sscd 
to take up lands on simple lease. 

Thu demand for lowcrcutegoriesof tenancy 
was further accentuated by the partition of 
the Tharavadus. The Tharavadus ii.sed to 
braneh out into Thava'/.his even before and 
the members who moved out of a (haravadu 
in this manner were treated as its lenunts.'" 
Though legislative permission for 
partitioning Tharavudu properties was given 
in 19.13, the clamour for partition was stronger 
in (he tharavadus which held small areas of 
land. To most of (he larger 1'haravudus the 
vast areas of land (hey owned gave enough 
economic strength to pull on together and 
were able to withstand the pressures for 
partition.'" Already many of (he smaller 
Tharavadus were affected by the dcpre.ssion 
and, on partition, the majority of the new 
units gut very small areas of land''' making 
(hem depend on the larger janmis for land 
if they wanted to continue in cultivation. 
With the Tenancy Act in force, the new 
contnR'ts were now mainly lorVenimpattum. 
Tlie Malabar Tenancy Act covered only a 
section of the Kanam tenants. The 
Verumpnttom tenants and the tenants on 
Punam and garden lands were unaffected by 
the provisions of the Act. This lacuna in the 
Act was of significance in north Malabar 
where a substantial part of agrarian lands 
was under Punam and garden cultivation. 
The security tif tenure grantciH ky the Act 
to a section of (he Kanonidars itself was 
conditional. A tenant could still be evicted 
from the land i f it were for the scl f-cu Iti v.it ion 
of the Janmi. This provision gave enough 
itHim for the Janmi to use the threat of 
eviction to raise '.he levies over and above 
the legally fixed rent. 

From 19.1.') the ItK-al Karshaka Sanghams 
came into the open in opposing these feudal 
levies. At many places in the Chirakkal and 
Kottayam taluks, the tenants declined to pay 
the extra rental collections and opposed the 
uscof the false measures u.sed by the landlords 
to measure the pattum ticc. The formaiion 
of the Ail'l ndia Kisan Sabha (1936) pnivided 
an organisational link to the local level peu.snnt 
mobilisations in Malabar and gave it a 
programmatic direction. By 1938, the 


iKittvities of the unions were causing alarm 
to the government"-' and the collector 
reported that “in .some parts” it was “under¬ 
mining the authority of the government”"’. 
The government was now all set to “handle” 
the movement “with tact and firmness”"". 
The support and protection that the Janmis 
got from thegovernment facilitatedtheunion 
leaders to impress upon the link between the 
need to win political freedom and the struggle 
agai nst landlordism, and during the numerous 
marches that the peu.sants undertook the 
slogan raised was ‘Janniitham Thulayatte, 
.Samrajyaiham Thulayatte' (death to 
landloidism; death to imperialism). 

With (he setting in of the second world 
war and the acute shortiigc of rice the unions 
attempted to cultivate the Punam lands and 
at many places this led to confrontations, in 
(he meanwhile, the rift with in (he Congress 
between the right and the left had become^ 
sharper. The call by (he left led KPCC to 
ob.scrve .September 1.1, 1940 as protest day 
embittered the AlCC and the KPCC was 
soon di.ssoivcd. Already a communist group 
had started functioning in 1937 with 
P Knshna Pillai. E M S Namboothiripad, 
N C Shekhar and K Damodaran, and by the 
beginning of 1940 there were discu.ssions 
within (he C S P on transforming it into the 
Communist Pany."^ With the dissolution of 
the KPCC, (lie stage was all set and (he left 
wing leaders ultimately moved out of the 
Congre.ss to lorm the Communist Party. 

Between 1939 and 1942, (he communists 
tried to consolidate (heir position among the 
peasants and the rural ma.s.<ics. The peasants' 
attempts to cultivate the Punam lands without 
paying Kultikanam to the landlords were 
resisted with oppressive measures by the 
landlords and the police."* At many places, 
the unions strived to pri'sem their demands 
before (he big landlords, but without much 
avail. With steep inci-ea.se in the prices of 
frnid aiiiclcs and (he conse(|ueni rise in the 
demand for land which was accentuated by 
the inllow ol Ti-avancorean.s in search of 
land, the landlords began to evict (he tenants 
on a larger scale than ever before. The average 
annual number of eviction suits filed in the 
courts of Malabar tncrea.scd from 4,703 in 
1916-26 to .S,294 in 1940-46."* Between 
1940-46. (he average number of evictions 
effected per year through court orders was 
3.34,1 as against 2,401 in 1916-26.'-’" The 
nuinbcr ol evictions would be still higher 
if we consider those made without court 
intervention. 

From 1942 the peasant unions, now under 
(he banner of the Comingnist.Pigty which 
became legal con.scquent on their ‘new 
fierspceti ve’ on the war, begun to take a more 
militant stance and came in the open in 
opposing evictions and feudal levies. In the 
context of severe shortage and spiralling 
prices of fwHl articles, and the government’s 
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‘grow more food campaign*, the unions 
attempted to cultivate the vacant land.« and 
the F^nam lands in the interior. These 
attempts of the unions were oppo-sed by the 
landlords and the police Ici^ing to open 
confrontations. By 1946. the conflicts 
reached their climax and took a violent turn 
with the attempts of the union to prevent the 
landlords from hoarding paddy and selling 
it in the black market. The Malabar Karshaka 
Sangham cal led upon the peasants to encrotich 
into the vacant lands and cultivate them even 
by force. By the time, the CPI’s policy itself 
had changed to one of armed revolt, a policy 
which it pursued till 1951, and which was 
relentlessly crushed by Congress 
governments. 

CONCt.USION 

The communist movement in Malabar was 
not simply a sudden surge. On the other hand 
it was the cul mination of the cla.ss antagonism 
which was precipitating over a long period 
since the beginning of the colonial rule. The 
study, bearing in mind the author's (or the 
publisher’s?) claim that it “is the first .study 
to consider the .social history of communism 
anywhere in India’’, is on all .scores an inept 
and distorted narrative of lialI truths and the 
authenticity of the book has been reduced 
by unsuppoiled statements.'’' 

However^ one should appreciate the 
endeavour for focu.sing specifically on the 
social history of Malabar - a significant 
departure from the approaches of the earlier 
studies - and for throwing light on the 
possibiliticsofan alternative approach. Dilip 
Menon's style is lucid and the book is iiighiy 
readable, though, at times, it innke.s specious 
arguments. 
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ol the iKculi.iiiiies of the caste system m 
Kerala, see R Jefl'my. Pet line of Note 
Poiinnnnre. New York. 1976 

67 liiiKs. eiieil in note 28, p 134. 

68 However, in .south Malabar, the Mtbcasle Ira 
Cherumaii had the fmedoiii to coiik up to 
the Irayam oi lionl purl ol the superior 
caste lioic.es In noilli Malabar, this 
subeusic was absent. See Innes. cited in 
note 28. pp 133-34 

69 .Samuel Maleei. i'/ie l.nml of Chorny, A 
Pen rifntre Memoir ofTnivnni ore mul ll.\ 
/Vo/i/e. IS70. Asian Educational Service. 
1991 iKeprilill. p 47. 

70 EdgarTliurslou, ( 'os/ri omlTrihesofSonth 
Imho. Vol II. (ioveriimeiil Piess. Madias, 
1909. p 54 

71 Tile iiia|orit> of these shrines were llie 
Sarpakavus toiiiul in every Nair hoaselinid 
which "weiv iioi lo be ilesi'etalcd by loueb 
or even by llie approach ol a low caste man'. 

I low ever, according to IniKs "the ouieasles 
and hill liilvs muih'Iiiiics made an annual 
olleiiiig III die Hr.ihniar.ie lemples ,is an act 
olle.illy” .Seel KGopal l'anieker./W«6//>ni 
nml III I iilk. Asian Ednc.llional .Seniee. 
New IVIIn. 1983 (Repiintl anil C A Innes, 
cited III Hole 28. p 1.55 

72 Edgar riiursion. cited in note 7li. p 55. 

73 Aslaie,is 19.56.louipiesiiunpui iiiapiil.iya 
by an ,indnii|Xilogi.sl whether tie h.id m-cii 
a leiiiple born inside, the answei w .in 'some 
ol us go lo Palani und some go to 
Kodungalloor . both situated outside 
Malabar. .See M S (iopalakrishnan. ‘An 
Analysis’ of'I wo Unils ol Observation m 
the Religio SiKial Lite of Keialu', Jonrnol 
ol Maihin liniveruiy, .Seelioii A. Vol 28, 
No I. July 1956 

74 At Mailkolla .mil Bailui m K.inulaka. llie 
I loliaiN bad die i ighi ol eniei mg the lemples 
on lliiee days in die yeai S|Kei.illy .\el apart 
lor llieni In ri.ivaiieoie. wlieie the e.isle 
lilies weie obseiveil with all Us rigiduy, die 
pulay.us and loll ii’iIks were alloweil to 
appioaeh and woisliip at the P:iraeli.dley. 
Kumaranallooi and Nciluniang.ul l.'iiinles 
on the leslival il.iys On die gieal sham fight 
at Oaelma (in I'ravaneum). 'slaves weie 
permiilcd lo loiu and give and ivceive blows 
erpially wiih die Nairs'. In CiK'hiii .ilso 
some ol die Kali shrines gave similai 
|Ki missions III die pulayas and oiher low 
euslus. However, lhe.se |ki missions were 
cxeepiional and as hue us 1931. the 
Travuncon:Ce.isusCoiniiiis.sionerpreferied 
III deliiK iIk 'depmssed classes' .i.s'lbu.se 
who lack the right lo enter temples'. .See 
Samuel Matccr. Ntmve Lite in Tnnvm ore, 

Asian Educational .Service. 1991. 
p .56; Edgar Thurston, cited m note 70. 


pp 83-88 and Census Rc|)ori. Travoncom, 
1931. as cited in Louise Ouwerkerk, No 
Elephonis for the Mnloirnju. Social and 
Pnlitic.il Changes in the Princely .State of 
Travanciirc, (921-1947. Manohar 
Publishers. New Delhi. 1994, p 42. 

75 The social hierarchy was ivileraied even in 
the shriiKs sole!) maininincd by the low 
castes Thus, hefoiv startiiig (Ik Pcruin- 
kaliyaitnni festival lu the Raniavilliam 
Ka/hug,un. it was eiisioiiuu'y ihiu tltcihiyyos 
hud lo pay Icalty nul only to the lemples 
at Payynniuir.ThiikkuripiiraiulNileswarain. 
hut also to the nair Iharavadiis Ihni held the 
koynia and lo die hiahinm ihiinthri who 
held spiritual supicmaey The lirsl step in 
the festival was to obtain the {Krinission of 
die karanav.ii ol the nudiiva/.hi lharavudu 
(iIk Blanipachi Tlia/.hiikkal Mana) fur which 
16 |ianaiiis were siibnmied. The koyma was 
given 8 punanis. the mclkoyniu 6 pananis 
und die llianihri 16 panams TIk fire for 
ligliiiiig die Kaliyullam lamp was obtained 
from the riirikkunpiii hrahmin temple and 
liDiii the Udiyanmir Kovilakani and two 
paii.iins each were subniilled before the 
three leinpli's. In all lhe.se cases betels and 
ureLUiiiiis weie pie.senied as a token oL 
siihimssion. .See K K N Kunip. Aryon lOh! 
Pntvnhnn Klemenis in Miihilwr Folklore. 
Ker.ilaVlisloneal Society,Tnvamlium, 1977. 

76 C,‘ A Innes. -iled in note 28. p 153. 

77 I lowever, the author holds it to he simplistic 
lo uigue that "sueh leslivals reileiuled and 
ivpiodueerl caste hier:uehy ureaste identity". 
To suhsluntialc the point he notes that ‘the 
SCI vice c.isles formed the inner ring ul 
worshi|i> and then easie idenlity was 
emphasised by iheirassneialionatpurlieiilar 
stages ol the iiluiil. TIk waslKriiKn. ritual 
(hiiieeis. oracles and pollers were completely 
de|Kiideiil on die diaravadii slii me eiuiiplcx 
since ihcy held land Iroiii the shrine and 
IX'i'loiiiied services prmiarily lor it and Ihc 
eoiiiiollmg l.imilies . Even in iIk ease oi 
die service easies. iheir pniikiry loyally... 
would have Ireeii towards the dominant 
ih.ir.iv.iiliis lalliei iliaii towards tlKir ‘caste' 
|H.'ople overa widei legion. As lor (he other 
castes II was the iiioii' im.ingihle aspect of 
woisliip which diew iheni lo the fc.stivals, 
as they were on the (Kripliei les of (Ik riluol 
rather ihan eenir.il to them. Besides...ihe 
oluals at the leslivals weie both upac|ue os 
svell ,is ol lillle iiileresl lo must of the 
puiaiise iKoeliciaiies" Kill, it .should be 
aoied dial the ohligalion of the low castes 
arose noi in lelalion lo their eeonoinie 
depeiideiiee and sulnirilinaliun. b'lt in 
lelalion lo then e.isie sulH)rdin.itinn. One 
w.is boiiiid hy eusle obligation, and it did 
mil mullet whether he was on the eenlie or 
on the periplienes ol the rituals. 

78 A C Kannan Nan rceoids huw he hud lo 
IK'iiali.se the |Kruiiial.iyun lor his failure in 
|XM till niiiig the iheyy.iiii at the local mukuva 
sill me .See AC Kannan Nair’s Diary, Entry 
I Lite February. 7. 1931. in K K N Kurup. 
A C Konnnn Nitir Oiv Polnuam. .State Insti¬ 
tute of Languages. Tn vandruin. 1985, p 43. 

79 Fill iiislaiiee. iIk KoiiiyiHir shrine which 
was eonliolled by four nair lharavadus of 
the MannuilKinu Amsuiii owned .3(i.(X)0 acres 
ol land. TIk Pishuri Kuvu temple possessed 
main lands in the Amsains of Viyur, 
Miiduaili. Thiruvangur. Arikkulain, 
Kilariyur. and Melur and paid an annual 
land reventK of Rs .343. See. A Sreedhara 
Menon, Kerulo PLuricl Oozeileers, 
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Cmmmnrf Dhirit i, Supcrintcntlenl of 
Gowmiiieni Pick-scs. Triviimlruiii. 1973, p 
724: Witliaiii Utgan, cilcci in note 26. 
Appendix XXI. p cccxvii. 

80 Al (Ik Pishnrikuvu shrine lc.siivnl. desenhed 
hy the author in dctiiil, tliu nine thiyyu.s who 
ran around the shrine on iIk- seventh day 
of the nine-day lestivai 'bearing poLs of 
lodily and milk' nteeived. in luldition, five 
measures of nee. and tlie "giving and 
receiving of rice" which the author 
cnipliasise.s was solely limited to this. 

81 The cult of tlie coni-moiher in the north 
Malabar festivals has been noted by Kiirup 
in his study of the Periimkaltyutluiii 
festival .See K K N Kiirup, cited in 
note 7.S. pp 12-.^.1. 

82 T K Copal Panicker. cued in note 71. p 189. 

8 .S Hy the Ireginiiing of the 1920s a seelion of 

tla* Ihtyyas ctiiiw out in open lor opening 
the Ihiyya temples befoiv all castes and by 
1924 the .Sn Gnanodayam 1'emplc was 
irpened to all castes. Nex'erlheless. some of 
the tliiyya leaders were sceptieal ol lire 
Congress programme for iciiipic entry and 
complained that 'even those (nair) 
Coiigrc.ssmeii who weie advocaling temple 
entry were reluctant to worship m the new 
thiyya temples ami were avoiding them'. 
.See Moorknth Kiinliappa. Mourkoih 
Kumtmin(Hiogriii>liy). Nat lonalUiMik .Stall. 
Kottavain. I975. P.I()9 

84 Aceonliiig to K Kelappan. 'as long us eusie 
dtsiihililicsextstedllK'reeouldhenoswuraj'. 
This was n-iteratcil by A K Gopalun to 
whom 'die struggle against hiclioiiali.siii 
was a struggle .igainst imperialism ilsell' 
.SeeKGo|ialanKutly. 'Mohilis:ilioii against 
tlie State anti Not against the l.anillonls. 
The civil llisobeilience Movement in 
Malabar'. Iiiiliiiii luiimmiir mill Smiiil 
Hhliiry Wri'irii. .20. 4. 1989. pp 4.S9-80 

8.11 VK Mellon. MiiiliruhliiimiyiideC'liurilhrum, 
Ko/liikiHle. 197.1. p 4(Ki. 

80 The licsi nisiaiice was that ol Maniiulli 
I’udmanahha Pillai who. in addressing the 
sutliyiigraliis on October 2. disparaged 
braliiniii dominalion anti ciilleil lip on the 
brave nair to enter (lie icinple and ting 
the hells See V K Meiioti. eiled in note 8S. 
p 424 

H7 V R Menon cited m note S.*!. p 4,t2: also 
see K Matlh.i\an. eiletl in note 2. pp .‘i4-0l 

88 A K Pillai. Cmigresniini KeriiUivinii, 
Praliliatli Hook Mouse. 'I rivandiuiii. 1986 
(repi). p 414. 

89 A K Gopalan. I'.iiif h I'viiliu Kiilliii. f'hmllia 
Publisheis. rrivandriini. I".s7. pp ,S4-.S.S. 

90 A K Gopalan. ibid, pp ‘ii-.s.v. 

91 KGop.ilanKully.eiietlniiioieK4 However, 
iiecsii'tliiig to Dilip Menon. "tins was true 
only ifwe eoiieeiiiiaieon the lomiol Coiigiess 
activity, without analysing its coiileiil and. 
more inipoiitini. its coiisetpiences" ip 117) 

92 See Robin Jefirey. eiietl in note .S4. 

9.1 Robin Jellify, eiled in noie M. 

94 Kohni Jefitvy. cited in note .S4 

96 E M S N.iiiihoolhiripad. Atliiiui Kiitliii. 
Chnilha Publishers riivantliuni, 199.1. 
pp 172-74 and pp 194-99 

97 K N Paiiikkar. cited in note l(> 

99 E M .S Nambooihiri|)ad leeullcets lhi.s 
interaction in die Vellore Cenli'iil Jail and 
miie.s that it exiciided lo diseassioiis on the 
political .siiiiatitin and on liooks. hesitles 
attending to study cl:i.s.ses and lectun.'s. He 
could complete tlic tnunuscript.s of four 
books white in Jail.The first vt'a^ a sumimiry 


of the French and RtuMian revotutionx. the 
second a summary of Sun Yiit Sen's Tliirf 
Demuenuiv I’rinriples and the third on the 
Egyptian nalioiialixt revolution. The fourth 
one. which was later pubiisherl, was luised 
on Trotxky'x history of the Russian 
revolution. See E M S NutiibiKidiiriptid. 
cited in mite %. pp 181-87. 

I (X) The detenues in tlie Oinminure and Vellore 
Central Jails inciwled Kaiiilanalh Tiwari. 
Baba Klwr Singh and Jaya IXw Kapoor, 
who weie aecu.scd in tlie Uiluire Coiispii aey 
Case as well us K M .Sen Gupta, 1' N 
Chakrabiirtliy and R C Acharya who were 
tlw leaders of tlie Aiiuseelan and Ytigandar 
groups III Caleutta. Avcording lo E M .S 
"While Ti wary could iiK'iilcalellieeinolional 
aspects of the revolutionary moveincnis it 
was Aclitirya who instilled its ideolugteal 
aspects atid, "it would not be :ine.saggerul ton 
to say that (he seed of the Coiiga'ss lei t w'liig 
and (Ik* Congress .Socialist Movement in 
Kenila w.as .sown at (he Cann.iiiore Centiiil 
Jatl by Ttwaiy. Most ol those who later 
liecame die foiimhng meiiiliers and leaders 
of the Com'muiiist Paity in Ker.ila weiv die 
detenues at dial lime". E M S 
NambiKithiripad, cited m note 96, pp 189- 
9.1; also see. N E Halaram. Krmlalliik 
CiHiimiiiii.si I’rtiMlniimiii. Vol I, Prablialh 
Hook House. Trivandrum. 1990, p 71. 

101 A.s early as 1912. .Swadesliahhiniani K 
Raiiiakrislma Pillai li.id published in 
Malayalum .i biography of Kail Mar.\ 
.Suhse(|(ienily liepublisheda.seriesofanicles 
on siKtiahsiii III a Malayahii |ierio(.lic,il. In 
1924. A K Pillai published a long 
biogniphical aiiicle on l-eiiiii. In 19.11. P 
Kesava Dev hioiighl out a pamphlet tilled 
Agiimiiii SpliHliiigiiviiiii which discussed 
some ol l-eiiiii'.s ilecl.iraiioiis made 
immediately alter the levolution .See N E 
Halaiaiii. eiled in note lot), pp 49-62. 

102 III 1929, K M Ebraliim .iiul K M Moideeii 
h:ul Hied to org.uii.se agiieultuial labouiers 
ill Koduiigalloorandm 19.11 aCommuiiist 
League had slai led working in Tnvandi iitii. 
N P, Halarain. cited in note 1(8) 

lot F. M S NamluKithiripiul. cited m note 96. 
p 22.S. 

I()4 EM .S Naliilioodiiri|iad. cited m note 96. 
|) 227. 

lO.S See E M S Naiiiboolhiripad. cited in note 
96, pp 228-.16 .aid 241. 

106 The new seltleiiient completed in I9.1.i. 
laisi-d the land leveiuie by 18 7.1 pei cent, 
and thill liMieoiiiiiiiitedalthepiv-depiession 
prices. Moieover dtie to ch.ingcs in the 
classification of giirden lands. .i Paramba 
which was previously cl!is..i lieil as 'ik-cu piei I 
dry' was now placed tiiidei 'garden'. The 
siiiull |ie.isaiils loiiml llic rales of then 
Par;iniba.sinciva.scd I0lo20lniie.s In 19.14. 
lax weeks, dem.iiidiiig an iiimiediale 
reduction of land revenia-. were held in the 
C'liir.ikal ami Koilayaiii taluks. .See Prakash 
Kan.. The Peasaiii MoveiiH.'i)i m Mahibiir. 
19.14-1940. Siiiiiil Srirnli.n, Vol .S. No 2. 
Ss-|Nembei, 1976. 

107 Rohm Jeffivy. hililirs Women imil Well 
Heing. Macmillan. Lomloii. 1992. p 112. 

108 According lo Dihp Menon. "Wiili ilic unset 
of tlie IX:pre.ssioi). dominant iharavadiis 
inereasingly liegan to t xaei ‘feiidtil levies' 
lioiii ilieir leiianis over iiml above the rent. 
These levies involved an extra shnre ol the 
crop during the liana'xi, gifts and tokens of 
(k'liendencc in astognilion of landowners' 


authority... Previousty' levieti could iMve 
been coilectedonly from lltose immediately 
dependent on a ihuravodu - service castes 
and the agricultural labouRis” (p 134). 

This deniiit of the extra luntal collections 
in the earlier penud is simply fudging. K 
Miulhnvan recollects in his autobiography 
- which is an important source material 
used by the author - the various exactions 
imposed by the janini: ‘The jonmi hud to 
be given the prescribed varain and patloni 
in liiiK.. This apart, the tenant should pay 
a fixed aiiiouni on each polhipad (SOcealsj. 
This was called seelukash. Nariinukkal was 
the ainount of ivni paid over and above the 
pre.scribcd mm. Tlie amount and meosun; 
would be dctcriiiined on the whims of (he 
jannii. On all ocetisioas of iiiiponance in 
die junmi's household, (he tenant should 
pivscni the iei|uired vegetables and baiunas. 
On (lie occasion of vishu and onaiii every 
kudiyaii was liable lo submit kanikka as 
a token of allegiance and fealty'. See 
K Madbavaii. cited in mile 2 

109 Prubliutliani, May 8, 1919. Quoted by N E 
Halarjiii, cited in note KX), p 119. 

110 Pnikusb Karat, cited in note 106. 

111 G Anminia, ‘Multiple Meanings; Changing 
Conceptions of Mairilincul Kinship in 
Nincleciilh and Twentieth Century 
Malabar', 'ilieliuliim hU-munmeandSm-ml 
Uixioi v KevieiK, 11. 1. 1996. 

112 i' C Vaighese. Agrariun Change and 

tieononm Allied Publishers, 

1970. p liKi. 

III In 1920-21.77percemofihcpaliadarspaid 
Rs 11)or lc.ss as land revenue. By I94('-4I. 
ihi.s iiiciva.scd lo 81 |ki cent. Tlie average 
si/.e of holdings came down fnini6(K)acres 
la 1920-21 lo 1 81 acres m I94.S-46- Sec 
Piakash K.inil. cited in note 18. 

114 Mtulras Adinimsiialion Report. I918-.19, 
p 46 

11.1 Quoted hy Prakash Karat, cited in mile 107 
By 19.19. ihcic were 180 local Kurshuka 
.Sanghani units in (he Ihmc nurthem taluks 
with a memhership of 19,421. .Sec Jose 
George. 'Pe.isaiil Movements in Kerala, 
HiiicrgenceamlUiowlh'..Vr«rr<»ir/5mfery, 
Vol 6, No 1, J:inunry-M:irch. 1986. 

116 Madras Adniinisinilion Report. 1918-19. 
|i 46 

117 Jose George, cited in note I lli 

i 18 A V Kunliambii. Kayyuruin Karivcilunim. 
C'limlha Piihlishorx, Trivaiidruni, 1986, p 49. 

119 Pmkasli Kunil. cued in note IK. 

120 Kiiiai. cited m note UXi. 

121 .Socially sensitive siaicmcnls such the one 
on as the Muslim iiurticipatiun in toddy 
trade have been bandied about without 
giving any supportive reference at ull. The 
staieineni that “in the summer of 1936, 
1'ravancore was iKsicgcd by the Moulavis 
who said that circumciMon could he dispen¬ 
sed with if s|]cedy conversion wax desired" 
(p 12.1). has not been provided with any 
evidence, either To our knowledge there 
docs not exist tiny evidence ofelTorb mode 
by the Miislim Ulaiiias Im nias.s conveision 
III 1'ravnncure in (lie 1 910s. Even when the 
er.havas made the threat of conversion the 
(ipiinn was limited hiChrisitanity. Buddhism 
or .Sikhism. The atilhordescribes Sahoduran 
Ayyapjiun. itic well known e/havn social 
refoniier from Cochin, ns a 'Puluya leader 
fniin Tniviincore (p I2.S). and C K Kutlan, 
the cxhiivii who convened to Sikhism as one 
who hiul 'convened' lo Hinduism (p I2.S). 
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Collective Villages in the Chinese Market -1 

Dev Natlian 
Govind Kclkar 

This paper studies the functioning of collectives in China’s market system. How do they combine welfare 
provisions with the need for efficiency'/ How do they solve the 'free rider’ problem discussed in relation to common 
property systems'/ Given that there does not esist a sepatate class of owners, do the collectives lead to a higher 
income level for the producers'/ Do they have a tendency to distribute more as benefits to workers and accumulate 
less than standard capitalist firms'/ Can one identify a stratum of managers within the collectives'/ If .so, what 
are their relations to the workers? 

The process of market reform in China has led to many observable changes in the rote and status of women. 
Do the collective villages show any differences in the matter of evolving gender relations? Are collective villages 
better able to take environmental considerations into account? 

Overall, do producers fare better in the collective villages as compared to the usual post-Reform villages? 

These are .some of the tpiestions explored in this study of four villages. After briefly introducing the villages 
and their history, the paper analyses different aspects of the functioning of collective villages. The paper is published 


in two parts. This is the first part; 

I 

Introduction 

THE growth ol ilic Chinese eeirnomy in the 
last dceatle or so has ailrat'led a lot ol' 
analytical attention. In the southern China 
region there appeared two models of 
economic growth- the so-called Siinan model 
tin Jiangsu province) of colleclivciy-owned 
enterprises and the Wen/.hou model (in 
Zhejiang province) of individually-owned 
emerpn.sc.s, with the growth of the expected 
entrepreneurial class. 

Amidst evidence of rapid gtxiwth accom¬ 
panied by increasing polarisation, there 
appeared a report in the Far Ea.steru Iko- 
/lowiic/tcr/eii’tNovember l9‘)4)orthevillage 
of Nanjic in Henan province, which had 
recollectivi.scd. This report showed that this 
village was 'going again.st the grain’ not only 
by maintaining a completely collective 
system ol ctucrpiises but also a ftill-llcdged 
social wclfaie.system.ofthe ‘cradletograve’ 
ty|>c thiit h.id rapidly been abandoned in 
most of China. While statues of Mao Zedong 
have gone down all over China (one of the 
few wc h:td seen in recent years was in the 
town of Lijiang in the Naxi nationality region 
of Yunnan province) the village of Nanjic 
had only recently put up a statue of chairman 
Mao. In April 1995, when Govind Kclkar 
and Wang Ytinxian visited the village of 
Liuminying, which is famous its an 'ecolo¬ 
gical village’, they came to know that (his 
village was a collective and had never 
decollectivised. 

’These reports aroused our interest in 
studying the functioning of collectives in a 
market system. How did they combine 
welfare provisions with the need for 
efficiency? How did they solve the ‘free 
rider' problem, discussed in relation to 


the second part will appear nc.st week 

common pru|)criy systems?Given that there 
did not exist a separate class of owners, did 
the collectives lead to :i higher income level 
for the produceis? Did they have a tendency 
to dislribtite moie as benefits to workers, and 
accumulate le.ssthanstandardcapitalist linns 
would? Could one identtly a stratum ol 
managers within the collectives? If so, what 
were their relations tti the workci's? The 
reports mentioned that there were large 
numbers of migrant workers employed in 
the collective enterpnses of Nanjic, and thiit 
these migrant workers were better olf tiuin 
migrants elsewhere in China. What were the 
relations of the migrant workers to the viihige 
workers? The process of market reform in 
China has led to many ob.servable changes 
in the role tind status of women and men. 
Did t he collective vil lages show any di I feren- 
cesinlhemalterolevolvinggender relations? 
Did collective vill.iges make it |)us-sible to 
change the dominant pattern of patrilocal 
marriages ob.served elsewhere in China? Was 
there aqy rea.son lor iin ecological village to 
be a collective? Were collective villages 
better able to take environmental considera¬ 
tions into account? Ovcriili, did producers 
fate belter in the collective villages as com¬ 
pared to the usti.ll post-Rclorm villages? 

'Itte.se were .some of the i|ucstions in our 
mind us we conducted this study. A fter biielly 
introducing the villages and their history the 
paper goes to an analysis ol various aspects 
of the functioning of collective villages in 
the Chinese market. 

11 

T\k Villages 

The villages studied are: Nnnjie in Henan 
province, Liuminying and Hanchunhe near 
Bcijing.and Huaxi in Jiangsu province. Since 
we could make only two brief day visits to 


Hanchunhe. our analysis mainly revolves 
around the other three villages. | 

Liuminying and I luaxi did not follow the > 
rest of the country in implementing the | 
’houselaildmsponsibility’ systemirom I97K 
onwards. Ncitherofthesc villages distributed 
the land to (he households luir Ictised out 
ihcirenierpri.ses to individual entrepreneurs. 
In Liuminying the village party unit decided 
not to divide up the land, thinking that .since 
they werca relatively iMiorvillagctlicy would 
do b.idly il they divided up the land. Both 
vill.iges were considered so poor that in the 
1960s and 1970s people did nut want to 
marry into the village. A woman married 
into Huaxi told us that she ticcepted marriage 
mio Huaxi hccau.se she was from a pemr 
family, without parents. But by the tinte of 
the Reform Huaxi had developed .substantial 
industry. In tact, the village was already 
employing migrant lahotii. The village had 
mechani.sed its agriculture in order to cope 
with the increasing demand of labour for 
non-agricultuial purposes. The village did 
not decollectivise because dividing up the 
land would have loiced them into non* 
mechanised agriculture and restricted their 
industrial expansion. 

'file higher party units tried to get the 
parly’s household responsibility system 
implemented. They sent down work teams 
for this pur|xisc. But finUingthat the villagers 
supported the respective local party units, 
the work teams were unable to proceed vciy 
far in trying to implement the party line. The 
local party ciulres were criticised by the work 
teams for only being interested in maintaining 
their own power and continuing the collec¬ 
tives for that reason. At Liuminying the then 
Mayor of Beijing himself came down to ask 
for secretary i^ang to be removed; but found 
that the |)cople supported him. 
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Liuminying ufTcra! to give sinyune who 
wanted to leave the collective a plot of the 
best land and Yuan 20,000 in cash. The only 
condition in the otter was that they could 
not in future return to the collecti vc. Nobody 
took up the ofrer. The villagers had seen that 
in neighbouring villages many had sulTered 
from the household rel'orm. As secretary 
Zhang of Liuminying put it. there arc only 
a few extra-capable persons in a village and 
inan individual household system only these 
persons would get rich. Their idea was to 
use the capabilities of these persons for the 
good of the whole village. 

In the ciisc of iauntinying the village got 
unexpected support Iroin the Beijing 
Environment ln.siitiiic. This liisliliitc wanted 
to implement an ecological village system. 
The ecological cycle needs a stirilcicnily 
large area and with the household division 
of land, a sulTicienily large area could only 
be available with a collective village. 

in terms of their economic activity, both 
of the,sc villages were basically larining 
villages. Huaxi hadsomeamountofindu.stry 
at the time of the Rclonn. Liumittying too 
Wl a chicken farm. But at the time of the 
Reform, nobcHly came forward to take it on 
lease. 

In Nanjic, in line with n.'tlional policy, the 
land was divided up among the hou.scholds 
and the small enterprises, a brick factory and 
a wheat Hour mill, were leased out. But .soon 
many ot the families stopped cultivating the 
land. Nanjic had a pre-Liheratiun position 
ns a village of small traders, with Muslims 
forming about 10 per cent of the families. 
Fitrm income was nut very high and with 
their past background of trading, many 
individuals wanted to tree them.selves from 
agrieullure in order to take advantage of the 
increased opportunities for trading. Though 
it was a village with the best pre-Reform 
ngricullttre in the county, Nanjic's agriculture 
soon deteriorated. In I9XS output in the 
villstge was loss than 2(X) kg per mu, as 
against 500 kg per mu in the prc-Rcform 
IKriod. 

Tlic village leadership insisted that people 
either cultivate tite land or return it to the 
village. Mure than half the families in the 
village gave up their land. This included not 
only those who hud gone into trading, hut 
also some basically farm families. An old 
woman mentioned that even ttlter joining 
their land with her sun's, it was still dii ricult 
for them to cultivate as they did not have 
enough laltour or hatls. They were only tw) 
glad to return the land to the collective and 
get in turn an assuied monthly wlieat Hour 
ration of 20 kg per person. 

Secretary Wang of Nanjie explained that 
they hud not originally intended to build a 
collective agricultuie. But the return of land 
gave them nnothcruption. Tltey put together 
all the leliirncd land into a contiguous plot 
and farmed it as one unit, buying some 
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Agricultural machinery. In the very Hrst year 
productivity in the collective plot was over 
700 kg per mu as agaimst less than 200 kg 
mu tin individual plots, litis had a VC17 good 
demonstration elTcct and more farmers 
wanted to return (heir lands to he cullivtiicd 
in the colicctiyc. 

In the meantime the industries that had 
been Ica.sed out also laced serious prohicms. 
Thu individuals who had lca.scd them made 
a lot of money, but the workers were not paid 
their due wages, nor were taxes and con¬ 
tributions to the village welfare fund made. 
Tltcre was a lot of ru.senlmciit against the 
party leadership. Big character ptisiers went 
iipcriiicising the parly leadership for having 
led the village to ruin. In I0K4 because of 
non-fulfilment of lease conditions the leases 
ol the cntcrpri.scs were caiKclIcd and the 
ciilcrpri.scs reuirned to colled I ve o wnefslii p. 

Haiiclumhc hud a construction team in the 
olilcommunesysicm.Thisconslriiclion team 
remained collectively owned wii h the ivl'orm. 
This is not unusual. Mosi coii.slrticlion 
companies are colluclivciy owned. But 
Hanchunhe’s agricultural land was divided 
up among the families in 19X0. It stayed this 
way till 1990. Bythaitimconlywomcn were 
working on Ihc'nclds, while all the men were 
out working on constniction joh.s taken up 
the village company. It was in order to meet 
liKshoriagcofiahourlhal the village decided 
to invest in machinery, to o|K'r,uc which 
would rei|uire large fields. Svime households 
hud rented out (heir lands. 1'he tenants who 
had taken overthese land were 'he emerging 
"speciali.scd agricultural hon.seiiolds" that 
the tenancy law seeks to encourage. These 
tenants wore keen on expanding their scale 
of operations. Bin the village decided to 
recollectivisc its land in order to enable the 
agricultural operations to he lully 
mLchani.scd. The prosperous tenants were 
not in lavourof rccolicctivisation, but could 
not oppo.se the village’s collective decision. 

Two points stand out in the priK-esscs of 
maintenance of collectives or rccollccti- 
visntion. in line with the party policy of 
dividing up land and leasing out enterprises, 
the higher parly units opposed (he village 
party decisions ol seeking a collective way 
of dealing with the market. But due to the 
support that the local parly units received 
from the villagers, the higher parly units at 
least reluctantly accepted ihisdcviuiion from 
national policy. But now when these 
examples navehcconicqiiiicsucccssful. they 
arc even hciiig promoted in .some ways by 
the higher parly and government units. 
Li uminying hits been chosen by U NEP as one 
of the ecological villages around the world 
and this is actively promoted by the Beijing 
govcmmcni. The icitders of lhc.se villages 
are deputies to the National People's Con- 
grass and some of them have been inducted 
into coiiniy-levcl party organi.salions. As wc 
will .sec later, the very success ofthe.sc villages 


in “getting rich” in the market has chmged 
the balance of relations between them and 
(lie higher county or township levels. 

The .second point is that pressures to 
maintainor i mprovc agricutiuml productivity 
played a role in the recoliccti visatinn process. 
The iniensincation and mechanisation of 
agriculture could have pniceeded in the 
diraction of the development of a lease market 
for land and the formation of larger pro¬ 
duction anils through (his process, as was 
happening in Hanchunhe. Larger units, as 
even required to develop the ccntogical 
village of Liuminying, do not a priori have 
lobe collective units. It was only the decision 
of the villages to maintain or re-establish 
collectives that made the larger units collec¬ 
tive. In a .sense, there is a choice to be made 
between developing lease markets for land 
or colicctivi.sation. 

Initial Accumulation 

'Fhc analy.sis of primitive accumulation 
I ncl udes t wo aspects; I he formation of money 
hoards in the hands of some persons, either 
merchants or producers; and the formation 
of a class of proletarians, who arc separated 
from the means qf production. In (he villages 
that wcarc analysing the formation of money 
hoards did not take place in individual hands. 
Further, initially at least, the workers loo 
were not separated from the means of 
production. This is not so unusual and the 
sinuilinncotis carrying-on of wage employ¬ 
ment and self-owned production is often the 
way in which the working class iniliiilly 
develops. In the Chine.se ca.se. what is 
distinctive is that the simuiiancity of petty 
commodity pniiluction and wage labour 
usually do not coincide in a single person, 
but only within the lamily. While .some 
members may work on family land, others 
may work as wage lahoiirars. Increasingly, 
this is coming to mean that women work on 
lamily land, while men perform wage labour. 
This is the ca.se in household responsibility 
sy.stcm villages. But in collective villages 
(he relation of the producers to the means 
of production exists at the collective and not 
at the individual level. What this means will 
be seen later on. 

1 'hc initial accumulations of money for 
capital came inevitably from agriculture. 
Rut this raqiiircd first the stabilisation of 
agricultural production. In both Liuminying 
and Huaxi this involved considerable gco- 
cnginccring, carried out by massive mobili¬ 
sations of collective labour - in the manner 
made famous hy Da/.hai. 

Liuminying had a serious problem of 
waterlogging and soil salinity. In the 1970s 
the village constructed irrigation canals and 
drained the waterlogged arca.s to stabili.se 
agricultura. In Huaxi there was a slope of 
morc than three metres between the two 
sides of the village. Here loo ma.s.sive mobi- 
li.saiions of collective labour evened out the 
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land and made it more suitable for agriculture. 

This siabili-sation and incieaiic of agri¬ 
cultural production was the first step in the 
growth of lhc.se vilUiges. In the 1970s as the 
absorptive capacity of agriculture reached 
its limit the villages (or brigades as they then 
were) looked to different forms of industry 
to provide an avenue for employment. 

The case of HuuXi shows the growing 
importance of village-level industry in the 
commune period it.self. In the early 1960s 
the village .set up small enterprises - first 
a workshop to cut rice stalks into pieces to 
be used for filling walls, then a wheal flour 
mill and after that a noodle factory. Tlic 
usual brick-making enterprise came next. 
The firstcnterpriseihatisconsidcreda factory 
was for making screws. They were iniroduced 
to this by a (icrsun from Shanghai. In 1979 
(i c, before the Reforms had really been 
implemented) the village set up a lactory for 
making plastic bags. By this time the village 
already had a shortage of labour and they 
set up dormitories for workers from outside, 
mostly young women. 

Tlie.se brigade (or village) owned enter¬ 
prises functioned in the market. They bought 
their inputs and sold their oittpui. 1'hey did 
not function within a .system of planning. 
They did not receive funds from the budget 
nor was all (heir income turned over to the 
government. The enterprises' revenues and 
expenses were within the ambit ol the brigade. 
This is the beginning of collective as against 
state-owned enteipriscs. Thccollcct i ve enter¬ 
prises were owned by the brigades (nowa¬ 
days villages) or communes (now the town¬ 
ships). Work teams, which would he a part 
of a village, rarely themselves owned enter¬ 
prises. 

In the posi-Reform period what has 
happened is that there has been an explosive 
growth of the.se village entcrpri.ses, to such 
an extent that they have completely over¬ 
whelmed the originally agrarian characternf 
these villages. 

Current PosmoN 

Of these four villages, only Liuminying 
remains agrarian in character. While earlier 
they produced food basically fur self- 
consumption, after the Reform t iicy i nereosed 
production of vegetables, fruits and livestock. 
The village has chicken, duck, pig and cattle 
fanns. They have an animal feed plant and 
afood and drink ftictory.Thesmnll mtichinery 
workshop .set up in the early 1970s has been 
expanded considerably to reptiir machines 
and fabricate parts. The village has also .set 
up a taxi company and driving school! Except 
for the driving school and taxi company, 
work teams existed even before the reform 
in all of the above activities, but they are 
now very much larger in their scale of 
production. Part of the village land hits been 
turned into an industrial estate and let out 
to ventures from ouUsidc. 
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Liuminying. near Beijing, is a village of 
240 hotcschoids. with about K90 villagers, 
and too migrant workers. In 1995 it had a 
total value of production of V 120 million. 
With villagers earning an average of about 
¥ 9,000 per year (iiiciiiding bonus) and 
migrant workers about V 5.(X)0. the total 
wage bill is about V 9 million. The total net 
income (i e. after dcdttcling all cx|K‘n.scs of 
pnxiuction. mclmimg wages, bonuses, and 
taxes, and after deducting depreciation 
allowances) was V 70 million. Of this an 
amount ol ¥ 50 million was rcinvcMcd. The 
village has been icinvesling at Ihis raic ol 
60 per cent of not income lor the last live 
years.The rest ol ilicnet incomegocsiowards 
meeting village administration, maiiiicnancc 
and welfare expcn.ses. 

Nanjic in ilenun province consists ol X05 
households with .1,130 |)cr.sons. riierc arc 
about 9,000 migrant workers in the village. 
Agriculture now accounts for hardy I per 
cent of its total prodiicTion value, linicrpi iscs 
in Nanjic developed from an agro-processing 
ba.sc-whcai nouriiito instant noodles. Nood¬ 
les still remains the backbone, or 'dragon 
head’ as the Chinc.se would say, of Nanjic 
indu.stry. .Since (hen the village has moveii 
into related areas (offset priming and choco¬ 
lates) and unrelated areas (lieer brewing). 

in 1995 it had a total value of produciion 
of ¥ 1,170 million. This has grown from 
¥8.00.(KX) in 1984. Even in ihc I99()s the 
growth of production has been explosive - 
¥41 million in I990.V I lOmitlionin 1991, 
¥ 200 million in 1992. ¥ 420 million in 1993 
and ¥ 8(X) million in 1994. it doubled cvci y 
year over the first half of the 1990s. Of 
course, that kind of growth cannot be 
maintained at higher levels and 1995 growth 
was less than '50 |)cr cent! 

It should be noted that these figures arc 
oftotai valucof production, not of total sales 
income. The problem is not one of unsold 
stocks (which docs no( .seem lo lie a lac(<>r) 
bu( (hat a lot of produelton of one unit is 
an input into another enterprise, wheat Hour 
and printing into noodle production, for 
iiisiancc. Consci|Ucnlly Ihc value of net 
pnxiuction is much lower than this figure 
of total value of produciion. Nnnjie's total 
sales in 1994 was ¥ 5.50 million, out of .i 
total value of production of ¥ 800 million; 
aiid¥ 8(X)millioti in 1995 oui ofa total value 
of production uf¥ 1,170 million. 

'Total wages in Nanjic were ¥ 32 million 
i II 1995. Th j s is inci usi VC o f gtHuis cl i.si ri bu ted 
free. Per capita income is then about ¥ 3,2(X) 
per annum, as compared to ¥ 70 during the 
‘houscixild rcsponsibiliiy'|)eri(Xl.Tlie village 
of Nanjie keeps wages low and docs nol pay 
any bonuses. A’hirge part of net income after 
1992 has gone into meeting expenditure on 
new housing a total of¥ 80 million has been 
.spent so far Investment is maintained at 
about 70 per cent of net income, which was 
¥ 60 million in 1995. *1116 village hiLs so far 
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invc.sicd ¥ 4(X) million from its own income, 
it secured about ¥ 8 million from joint 
ventui e puriiicrs and has an ouiMaiuJing loan 
of ¥480 million liom the hanks. 

The village of Huiichutihe, also near 
Bcipng. IS. as niciitioiied earlier, based on 
Its consimcuon teams. Taking advantage of 
the consii uciion bixiiit in Beijing (though the 
Chinese coiisiruciion hooin is mil restricted 
to Hciiiiig) hlaiichunlie has increased the 
nuiuhcr of its consiruciion teams from live 
in 1984 to 38 111 1992 .ind its total income 
liom V 3 million in 1984 to Y 1,089 million 
111 1995. Wiilumly I .(KK) working villagers, 
Haiicluiniic now employs some 40,000 
workers on the various consiruciion sites. 
The per capita income was Y 5..500in 1995, 
douhlclhc 1992pcrcapitaincomeofY 2,729. 

.Since construction activities involve larger 
tiiriiovcis with less capital, compared to 
industrial ai iivities. Haiichunlie's net income 
is liiglm at V 88 million Its icinvesimem 
at only 20 per cent is also imieh lovver than 
those ol the other \ illagcs. The village is not 
moving into other aicasotccononiic activity 
am; h.is invested mainly in l.icililies to 
lahricatc constriiciion materials The rest of 
Ihc net income goes to wcllarc exjieiises, 
including building new houses. 

Mii.ixi, III Jiangsu province, had already 
siaiicd employing migrant uorkers m 1978. 
before lIv niai kci rclornis had begun to take 
cl Icet. At that time its gro.ss pioduclion value 
was just below ¥ I million. Now it is more 
than ¥ 3,(XX) million, and il wc include its 
investnivmts outside the village (he figure 
would be even higher. Huaxi's gross pro- 
duciioii value is 50 |x:i eeni that of (he 
township to which it belongs. The province 
of Jiangsu, in which Hunxi is locaiod. is itself 
one of the most prosperous pnivinces in 
China, second only to Guangzhou. Profits 
plus tax (i c. net income after deducting 
depreciation allowances) was ¥ 2(X) inillion 
III 199.5. Woikers employed in Huaxi's 
cnici prisc.s are aboiii 6.(KX). ol which just 
8(X) arc from (he vilKigc. 

Ill 

Organisation and Management 

In each of (lic.se villages the core organi- 
saiion IS ilie party hrandi and its party 
committee. There is an elected village eom- 
mitlee hiii the members of the two com- 
miiiees, parly and village, arc more or less 
the .same. In Liuiiiinymg they try tocii-sure 
ilini more non-party nicmbers are elected to 
the village committee. But this commiliec 
has few functions, mainly seeing to municipal 
type .scrvicc.s like saniluiion. running the 
school, etc. Further, the village commillce 
docs not have any independent .source of 
funds. It receives all its iltiancc from the 
village company or general company and 
docs not have the right lo levy taxes. 

After (he party committee (he nio.st 
important organisation is that ol Ihc village 
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company nr general coinpiiny. But this 
committee is itself appointed citlrer directly 
by the party committee, or hy the party 
committee in conjunction with the village 
commilicc. In either case, the coniinittcc of 
the village company is virtually appointed 
by the party cominiuec. The chief func¬ 
tionaries of the village company, general 
manager, chief accountant, and so on. arc 
the leaders of the ptirty committee titcmsel vcs. 
In each of the villages studied, the .secretary 
of the party committee is uLso the general 
mnnagerof the village company. The deputy 
general managers, accountants, cmcrpri.se 
ofTicc director, etc. arc also all members of 
the party cnnimitice. In effect, the party 
committee is the management committee of 
the village company. 

Hie village comptuiy or general company 
or farm company (as it is called in the case 
ofLiuminying) functions asa.sorl of holding 
company for all the various cnterpri.scs in 
the village. Tlte gcticral company cotnmittce 
appoints the miinagcrs or heads «if the vanous 
cnterpri.scs or work teams. The operational 
and financial iiule|icndence of these various 
enterprises or work teams varies Irom one 
village to another. But one thing is common 
to all of them - the general company keeps 
.strict control over the use of enterprise 
income, its distribution us wages or leinvest- 
ment. The mechanism of this control varies 
from one village to the other, but the end 
result seems to he the same. 

In Nanjic the various enterprises have 
operational hut not financial independence. 
Their purchases are made by the general 
company and sales arc also similarly 
centralised. There is it sales department of 
the general company which handles sales of 
all village enterprises’ products. Only in the 
caseof the newly-csiahlishcd beer company, 
sales have been separated. This is a joint 
venture with a Hong Kong partner and unlike 
in the 01 her joint ventures, the foreign partner 
was not the supplier of machinery and for 
this reteson seems more intcrcsiol in the 
rmancial pcrfumiance of the company and 
in.si.sted on its rmancial scpaiation. 

In Huaxi too the cnterpri.scs do not have 
financial indc|)cndcncc. though each enter¬ 
prise does have its own sales department. 
Unlike in Nanjic where all (he products arc 
food-based, in Huaxi the products vary 
widely from woollen garments to steel to 
handicrafts. Their distribution and sales 
channels would he very diiiercnt and thus 
there would i^e no scale advantage in making 
a common sales .system. On the contrary, a 
common sales sy.stcm would be very difficult 
to manage. Althnugheachcntcrpri.se handles 
Its own sales, the sales income is nut 
controlled by the cnterpri.se. All the income 
goes to the general company. The net pnttits 
are divided in a fixed proportion - 10 per 
cent goes to the factory chief ns risk and 
performance benefit; 3() per cent is divided 


as bonus among the enterprise cominitlcc 
and division chiefs; 30 per cent i.sdi.stributcd 
among the workers as bonus: and 30 percent 
is taken by the gcncriti cotiipany for re- 
invc.stmcnt and welfare cxpen.ses. 

In Liuminying under the fann company 
there are various dcpaiimcnls - agriculture, 
animal husbandry and industry. Each 
department secs to its own production and 
sales. Cun.scqucn(ly. unlike in Nanjic, pro¬ 
ducts are nut transferred from one department 
to another, but have to be bought. After 
deducting wages .and all input costs, the net 
income is shared between the department 
and the farm company. 1'herc is a contract 
at (he beginning of the year on the “manage¬ 
ment fee" that the departments will ptiy and 
some biirgaining at the lime the contract is 
negotiated. The departments would put 
furwaid their re(]uiremcnts tor replacement 
of machinery, etc. Incrca.scs m the scale ol 
production and investments for the purpose 
can be undertaken by the department oreven 
the team, but have to he approved hy the 
farm compttny. if the department asks for 
investment money from the farm company 
they have to pay a higher amount as manage¬ 
ment fees from the subsequent yeai. 

Departments cannot decide on wage levels. 
The wage levels are subject to strict control 
by (lie farm company and arc in fact equalised 
acro.ssall thcdcpailmcnts. While departments 
cannot rai.se wages, they might have to lower 
wages - if they do not earn enough to pay 
the management fee, they would still have 
to make this payment. .Smee agriculture docs 
not yield the same amount of value |tei unit 
of labour, the farm company suhsidi.ses 
agricultuie by transferring surplu.ses from 
other departments. But the amount of the 
subsidy is fixed and is not elastic. 

Departments Irom their own funds can 
undertake replacentcnts of machinery and 
purchase of inputs. But this, as mentioned 
itbovc, has to be negotiated with the farm 
company. At times loans can he taken lor 
this inirposc. with the loans guaranteed by 
the farm company. But overall, Liununymg, 
m keeping with its peasant ehar.'icter, i.s 
rmiincially conservative and does nut take 
large bunk loans. 

In Hanchunhc the general company makes 
(he tender bids and signs the contracts. The 
contracts arc then assigned to a particular 
constmetion team. 1'he general company 
takes a . ertain percentage as management 
fee. The surplus after carrying out the job 
remains with the construction team and etin 
be u.sed for investment in machinery and 
materials and even paid out as bonus to the 
workers. The general company, however, 
curries out all investment in new enterprises. 
From the management fees it collects, the 
general company also pays for all welfaie 
and development activities in the village. 

Can any one enterprise or department tict 
to increase its share of village income by. 


say. incrcitsing its cost of production? in the 
case of Huaxi there is no transfer of sutplus 
from one enterprise to another. The c.irnings 
of managers and workers in an enterprise 
depend on its own financial pcrfonnancc. 
So, there is no way in which tran.sfcrs could 
be elYecicd by inllating co.s(s. 

In Liuminying or Nanjic each enterprise 
or department is not fully responsible or not 
at all responsible for its own financial 
pcrformttncc. There can be e.xplicit tran.srcrs 
of surpluses or income from one enterprise 
or department to another. In fact, this clearly 
takes place in the c<i.sc of agriculture in 
Liuminying. Agriculture docs not pay a 
management fee to the farm company; on 
the contrary it getsasubsidy Irom the income 
of the farm company. Since the agriculture 
department's earnings do nut depend on its 
own income, there might be ti temptation to 
increase costs and thus extract moa* of the 
total village income. Given that agriculture 
accounts for 60 per cent of village income, 
any increase in costs would haven substantial 
effect on the village economy. How is this 
controlled or checkcir? 

The number of workers i n a team i.s decided 
by the farm company. It is not left to the 
discretion of a work team to increa.se its 
numlicrs and thus dccrea.se effort per unit 
output. The officials of the farm company 
am themselves quite well-versed with all the 
various agricultural operations. So, they 
would be able to keep a cheek on numbers 
in a work team and its output oi acreage 
covered. 

There arc other costs of production which 
can be p.iddcd up. Foi instance, some meals 
could be eaten on the job and credited to team 
production cxpen.ses. But such eat i ng expen- 
.sesarcadmi.ssibiconly when thereareguests. 
The laim company olficials check the 
opeiatingcxpenscsof the teamsevery month. 
Again, stnee (hey are quite knowledgeable 
about the various operations they are able 
to keep a check on team expenses They did 
not report any p''oblein.s in teams trying to 
cither increase expenses or reduce effort. 
What really works is (he ilctailcd knowledge 
that the cadres havcofthedifferent operations 
and the closeness of living in a sm.ill village. 
This enables both expenses and effort to be 
monitored and kept in check. Con.sequently, 
no department htvs been known to function 
in a way as to inciea.se its share of the village 
income hy paddin*’ expenses or reducing 
effort. 

Wage rates aie set not at (he individual 
enterpri.se but at (he village level. In Nanjic 
each enterprise is given a wage fund and the 
number of workers is also fixed. Within a 
.small range (he enterprise managers have 
.some freedom in fixingthc actual wages But 
the variation is not very much, and in any 
case they cannot excecd<(hc total wage fund. 
This means that the rate of accumulation 
cannot be changed by the enterprise, in the 
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Mher villages there are similar controls that 
set the rate of accumulation. 

The rate of accumulation is decided at the 
village level by the party committee. This 
prevems the occurrence of any tendency to 
distribute more as wages and reduce the rate 
of accumulation.This tendency was observed 
in other cases, for instance briclly in col- 
tectivcly*owned enterprises in Wuxi town¬ 
ship, in Jiangsu pr«>vince. When the rate of 
wages was left to be decided at the enterprise 
level, the wage fund increa.sed suh.stanlially. 
'fhis led llie township to reverse this decentra¬ 
lisation after only one year [Luo Xiaopeng 
1990:150]. 

Centralisation of decisions on the rate of 
reinvestment does not mean there arc no 
pressures to increase the proportion devoted 
to wages and welfare and reduce the rate of 
accumulation. All the villages re|wrtcd such 
pressures from workers to increase the shares 
distributed. In erwh case the village leader¬ 
ship pointed out that it was important to save 
for themselves, for the future and for the 
country. 

At the .same time, they had to respond to 
these pressures by increasing the extent of 
welfare benefits. In Nanjic thcro was a feeling 
that so much should not be reinvested. The 
party committee tried to convince people 
that if they invested more their incomes 
would increase. But they also had to incrca.se 
the extent of free goods supplied to the 
village. This began with provision of 
electricity and water free ol charge and then 
extended toother goods, like wheat Hour and 
even beer! Prom 1992 the village has also 
undertaken construction of new hou.ses, 
allotted to villagers frccof any rent. In Huaxi 
too there was .some grumbling that tlic village 
was getting rich, but the villagers were not 
benefiting as much. While explaining that 
reinve.simeni was important, the Iciidership 
alsopromisedtite villagers that Iheirincomes 
wouidincteaseevery year. In l98Kthc system 
of paying bonuses was initiated and the 
village underttiok ctmsiruciion of new three- 
storey houses, which were sold to villagers 
at subsidised rates. 

What this shows is that centralisation of 
(he u.se of surpluses did not make the 
leadership immune to prcs.surc.s to incrcatic 
the level of welfare and wage spending. But 
the response to thc.se pressures also came at 
a time when (he villages had reached levels 
of annual income which would tnakc higher 
distribution of benefits possible, without 
reducing the rate of inve.stmcm. 

Keeping financial discipline is not only 
a matter of roles buf also of monitoring the 
management of enterpri.scs. Managers arc 
appointed by the party/general company 
committee. In ail these villag&s managers arc 
not appointed for any fixed term. Their 
performance is continuously monitored. 
Managers do not have the liberty to change 
the product mix or the quality standards; 


those are fixed by the rcsptmsible sections 
of the general compiiny. 

In monitoring managers the main iis|iccts 
.seen to arclhcirahility to nu'iiniain production 
and .solve all labour prublcm.s in the process. 
Checks arc made to see whether machinery 
is being inaim.imcd in good condition. 
Quantity and quality targets are given and 
checked by the general company office. In 
the Nanjic noodle factory, quality control is 
critical and the ahiliiy to maintain quulily 
is one of the important criteria u.scd in 
checking the work of managers. Besides 
prudiiclion enicri.i and the nhilily to solve 
labour problems. Nanjic al.so looks to the 
‘political attitude' of the managers; though 
it IS not deal how this translates into 
operational terms. 

The managers ai c given some lime to icnm 
the job but if they fail lo improve they arc 
liable lo be icipovcd at any lime. In Nanjic 
at Ica.st six persons, all villagers, have been 
removed from managerial positions for 
failing lo meet the various performance 
standards. Wu were told by the c.'idrc who 
oversees the work of the managers that they 
were removed because they could not manage 
the production well and meet production, 
including quality, targets. One would expect 
that the ability to manage the production 
process, which would include managing 
labour, ami meeting production targets would 
he the main criteria ii.sed to monitor the work 
of managers. 

Only Huaxi has a .system of very large 
bonuses for managers depending on the 
financial performance of the enterprises. 
Nanjic pays no bonuses ul all: while bonuses 
in Liuminying are not so large. In both 
Nanj ic and Huaxi wu were told that managers 
arc watched to .sec that they do nut lavoor 
relatives and j'uim family-based groups 
within the enterprises. 

But the introduction of large bonuses (10 
percent of net prol'its)dwarfiiig their salaries 
is likely to have the effect of concentrating 
managers'attention on iheimmcdinic. annual 
llnancial condition of the cmerpri.sc.s. This 
is not the best man.igemcnt policy, and can 
conllict withihc requirement of .strengthening 
lhccntcr|)ri.se's long-term llnancial condition. 
InvcstnK'ni dcci.sion.s are not within the 
purview of the individual managers and will 
not be affected by the hoiuises. But short¬ 
term financial pcrlormancc will he affected, 
and is likely lo result in, forin.slancc,ullumpi.s 
to reduce .s|)cnding on replacing mnehmery. 
or reduce holding of inventories. 

A lew of (he managers arc from outside 
(he villages. In Nanjic titcy are paid more 
than the villagers and given better faciiilics, 
like being alloitcd new houses. Huaxi ton 
has some outside managers. So. the market 
for managers is not limited to thn.se who - 
belong to (he village. But (he.se managers, 
from outside, however highly paid they may 
be, are still only employees of llic village 


corp<iration. Control and ontrepreneurship 
are within the purview of (he general com¬ 
pany's commilicc, which effectively is the 
same as the vdlagu piiriy committee. The 
meaning of .such vdlage-bascd control for 
the development ol a new kind of cellular 
society will be di.scu.s.\cd later. 

At (his point it should he noted that the 
chiefs of the fi nance dep.iiiments or accoun¬ 
tants in each enterprise aivcsplicilly village 
persons. In Hanchtinhc we woie lold that this 
was critical for the village party committee 
lo have a clear knowledge ol and full control 
over the linancial alfairs of the constituent 
enterpri.scs or consirociion teams, in Huaxi 
loo only two out ol .^0 accouniuiits were 
from outside the village. In Nanjie all the 
accouniaiits arc from the village. In fact, 
often the accountant is mure im|x)rianl than 
(he maiiagci. Particularly where the mnnager 
is fromouiside. (he accountant playsacritical 
role in keeping the finances of the enterprise 
under the control of the party/gcneral com¬ 
pany committee. 

Collecii VC enterprises are expected to have 
an employment bias, leading lo a .surplus 
labour force being reciitied for welfare, not 
prodiiclioo. reasons. But in (hc.se villages the 
villagers' pressure for employment has long 
since been met. Rnilicr than a surplus there 
is an acute shortage of labour, leading lo the 
employ mem of migrant woikers on n large 
scale. 

In Nanjie one could notice an excess of 
winkers in different jobs, like a group of five 
or SIX workers pushing along a wheelbarrow 
of waste But this cannot be due to enipioy- 
meiil lor wcllarc reasons. The extra workers 
are not villagers, but migianis. It is likely 
they are being retained fni periods when 
work would mcrcu.se. This is different from 
a welfare icu.son for employing extra workers. 

Collectivcemcrpri.scsorcollcetivc villages 
differ from state eiuerpri.ses in not being able 
to draw upon funds from the budget. The 
collective village is no' the bcncftciary of 
a 'soil Inidgei coiisiraiiil'. which would make 
up its losses. On the contrary collective 
cnieiprises in Wuxi have been known to be 
.subject ilscal predation' [ByidandQingsong 
1990:341 ]. where the li >cal government forces 
an enterprise to even make payments to it 
out ol depreciation hinds, thus affecting the 
capacity of the enterprise lo carry out neces¬ 
sary reinvestment. The local govermnents 
make these demands on (he collective enter¬ 
prises in older to meet various administrative 
and welfare expenditures 

in culicclive villages, inconirast to merely 
collective enterprises, there is no difference 
between the management of the enterprise 
and cadrc.s ol the local government. Tlicy 
arc one and the .same. There can be a conllict 
between the fulfilmcm of thc.setwo functions. 
But these contlicts can be more easily 
resolved when they arc dealt with within one 
committee. Of course these conflicting 
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demands arc easily dealt with in a situation 
of secuie and rising incomes. It remains to 
he seen how they will be dealt with in a 
situation where the markets are in crisis and 
the collectives' incomes not so secure. In 
that situation too. however, it is likely that 
wages will be the residual and thus be tlexihlc 
in responding to crisis - as has been the 
experience of the Mondragon co-operati ves 
of the Ba.sque nation in Spain [Gcih and 
Svcjnar 1990). Further, an area of large 
welfare expenditures, which is in improved 
housing, will be completed within a few 
years in all lhe.se villages. The lemaining 
welfare expenditures, along with wages as 
such, can be llcxible in response to crisis. 
At the same lime, its pensions become more 
widespread and as the population gets older, 
there will bean increased burden of |x:nsions. 
Pre.sently. the family law rei|iiircmcnt that 
children have a duty to look after parenis 
in old age puts much of the burden of care 
of the aged on young couples. While in terms 
of monetary cxpen.ses this burden would be 
shared between ilie couple, a lot of the house¬ 
hold-level labour that is part of care of the 
aged falls on women, daughters-in-law 
largely. 

A source of capital that we could not 
investigate at length was that from the banking 
system. At Nanjie we were told that current 
outstanding loans from bunks were about V 
40() million, almost as much as total accumu¬ 
lation in fixed assets. Liuminying was very 
conservative in its approach to loans and 
showed a iieasant-likcdistrii.st ol loan capital. 
Huaxi complained about the urban bias of 
banks and other lending institutions. But in 
the Chinese banking system fund.s cannot be 
transferred across branches. This would mean 
that unlike in India, bunk deposits would not 
be transfci red fi oni rural to urban areas. Such 
a policy helps rural capital accumulation 

The col lecti ve villages also rai.se their own 
loan funds. In Huaxi villagers only draw the 
amountstheyaciuallynecdforiheirex peases; 
the rest of their earnings arc held ns deposits 
with the Milage, for which the village pays 
interest at a rate slightly higherthan the hank 
rate. Con.sequently. even working capital 
requirements can be substantially met out of 
the village’s own fu nds. helping to strengthen 
the cellular nature of the village. 

E.vi'RUPKr-Nia'Ksiiip. Innovation and 
Risk-Takino 

Prucessingofagriculturnl materials (wheat 
into Hour, baking cakes or making noodles, 
cutting rice stalks, and .so on) were often the 
first industrial ventures in these villages. The 
push for agricultur.il mechanisation in the 
early I97().s led to the setting up of simple 
lepair and aicial working facilities. But 
decisive changes in setting up fulMIcdged 
industrial units'Time with Imiking to markets 
outside thatof the communcorl(K'nlityil.sclf. 
In Huaxi in I9b8 a person from Shanghai 


told them that there was a market for making 
screws. Looking for ways to use .surplus 
village labour the village bought the 
machinery and went-into this aiea. 

Moving into new areas required training. 
Sometimes the village leaders went out to 
learn the trade. The Nanjie leaders went to 
the provincial noodle factory at Zhengxhini 
to learn noodle making. Later on they hired 
retired professionals to set up new industrial 
units. For instance, for the beer plant they 
hired a retired brew muster from one of the 
big plants. Similarly for baking or printing 
too retired workers were employed to leach 
the trade to villagers and other workers. 

Entrepreneurship, however, is not the 
knowledge of a trade hut the ahi lit y to identi fy 
markets, bring together the various factors 
of production, idenli fy com|)eiili ve siienglhs 
and stay ahead in the market. How is it that 
liic party cadies have become such con¬ 
summate entrepreneurs? 

First, it should he noted that in contrast 
to the Soviet Union, even in the high tide 
of central planning, the local levels of the 
paily-slalc were not )usi bypas.se(.l by the 
central organs. The demands ol the central 
stale organs and planning diicctivc. for 
instance the ‘grain as the key link' jxilicy. 
were passed on Irom above. But their 
implemenialion was still left to the local 
units, the communes and brigades, down to 
the work teams. Consequent ly the local cadi es 
were not deprived of initiative and. as many 
studies like Helen .Siu's (19X9) have shown, 
often lunctioncd lo proieci the paiticular 
interests of their own .social units, brigades 
(natural villages) or work teams. That the 
cadres all through the Maoist period, were 
not steeped in passivity is an impoiTant factor 
accoutilitig lor their subseqtteiu emergence 
as entrepreneurs. 

In ihcir tasks, the cadres were the ones who 
dealt with other levels of the .state hierarchy 
attd also with other villages. They cultivated 
the long-term contacts iniiami) and had 
knowledge of trends and possibilities from 
elsewhere. From the late I96()s at least the 
commune and brigade enterprises (fore¬ 
runners of today’s township and village 
enterprises) have functioned outside the plan. 
The cadres at thc.se levels had to discover 
opportunities to use growing surplus labour 
in the commtines and brigades and to look 
for ways to supply gmids on belter terms and 
at chcu|ier rates. From these early beginnings 
they wereexposcdtocompciition Irom other 
such enterprises. Thus, another reason for 
the growth ofcnireprcncurism at the township 
and village levels is this early training in 
competing in the ngoursof the market. Unlike 
state-owned enterprises, the commune and 
brigade enterprises, or their present in¬ 
carnations, did not have the hcncHt of protec¬ 
ted markets and .soft budget con.st mints. And. 
us w'ould u.suully be expected to happen, the 
luck of such advantages is ikscl f an advantage. 


forcing the managing cadres to be more 
cmrcprencurial in their approach, while the 
advantages quickly turo into crutches. 

The markets in which Nanjie and Liumin¬ 
ying operate are tho.se of light industry and 
agro-j)roces.sing. Hanchunhe is in con¬ 
struction; while Huaxi combines its core of 
light industry with steel and structurals. It 
is in light industry that village and towaship 
cntcrpri.scs have seen the most explosive 
growth.totheexicnt that theshareoftownship 
and villageciucrpri.ses, both collectively and 
individually-owned, in total industrial 
production increased from 30 per cent in 
1992 to 40 per cent i n 1993 (Beijing Reviim'. 
1993. October 4-10:6). 

But the rapid growth of the market for 
light industries docs not mean that anything 
cun Isc sold. Quality and price are both 
imixulani. Many industrial units indifferent 
.sectors of the market have stopped pro¬ 
duction. For instance, in the electrical fan 
segment the number of units in production 
has fallen substantially, from three thousand 
in the early 1980s to live hundicd by 1-987 
(Vogel I989:174|. In instant noodles, the 
stapicof Nanjie. the state-owned tiiwn factory 
from which Nanjie learnt its prodtiction is 
itself facing trouble staying in the market 
becau.se of pooi qtiaitty. It seems that when 
teaching ihe village cadres from Nanjie. the 
state-owned enterprise told them they would 
never be able lo compete with tirbun units 
and should give up the attempt! This is a 
good example of the point made above - that 
stale-owned enterpri.ses with the advantages 
of protected mnrkeis and soft budgehs could 
turn out be to hobbled by those very ad¬ 
vantages. and be unable to compete with the 
village entei prises which do not have ihe.se 
advantages upon which to fall back. 

Oneofihecom|)eiiiivesirenglhsof village 
industiy is lower wages and longer working 
hours. All the villages violate Chinese labour 
laws in m'.iny aspects. In a sense, as will be 
discussed in detail later, agricultural labour 
systems, which do not have any weekly off 
or regular holidays (other than the one-week 
.Spring Festival holiday, which is a holiday 
all over China) or sick leave, have been u.scd 
to gain a competitive advantage over urban 
indii.stry. As a result. Huaxi's woollen mills 
or Nanjie's mmdle plants are able to out- 
compute urban (state-owned) industry in 
giving higher margins to sellers. 

But low wages also needs to be allied with 
quality pnxiuciion. There have been many 
reports of poor quality production in indi¬ 
vidually-owned niral industries. But these 
collcciivcly-owncd village industries have 
paid attention to quality. Tliis, along with 
their capital available for invc.stment, is 
probably what attracted foreign invc.stors to 
SCI up joint ventures with the collective 
villages. 

In Nanjie (he foreign partners contacted 
the village in order to .sell them printing 
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machinery, knowing that the village was a 
well-established noodle producer. The other 
joint ventures were also .simil.irly a matter 
of the foreign partner contacting the village, 
in this manner at least it was a question of 
capital (foreign capital) being employed by 
the collective village, rather than the other 
way around as it usually is. Whether we can 
say that this is a collective of workers 
employing capital is something that will be 
discussed later. But one factor .stands out in 
that the tusual rural-urban relation is reversed. 
Instead of urban capital bringing the 
countryside under its domination, here it is 
rural capital developing in its own way. 

Entreprcnctirs have usually developed 
trom traders or smal! prtxlucers in the early 
stages iind invanably been urban in origin. 
Further, the motivation of entrepreneurship 
has often been (or so neo-classical economic 
theory would tel I us) the residual income that 
the enireprcncur could claim. 

Here the entreprenctirs are cadres, who 
may have various motivations for their 
entrepreneurship but (he claim to residual 
income i.s not (or. at least initially was not) 
one ol them. As secretary Zhang of 
Liuminying pul it. “The capable persons arc 
very few and the ordinary persons are many 
more. It we had implemented the household 
responsibility .system a few people would 
have got rich and ihe rest would have 
remained pooi So lo lake iiccoiinl of the 
different capabilities ol people, wc divide 
only work into re.sponsibility tasks If you 
work well you will get .some bonus, but all 
Ihe product from the licid will not belong 
to you ” 'I'lic individual eniiepieneurial 
abilities were joined to die collective village 
iiueresi. Entrepreneurship did rct|uirc indi¬ 
vidual initialive. but this individual initia¬ 
tive was allied lo the collective. Theie were 
and still arc charges dial the cadres wanted 
to link their individual iniiiadve (o the 
collective in order to maintain or even 
strengthen their power. We will come back 
to this question later. 

The linking ol individual initiative with 
collective benefit can be illustrated with the 
example of Liuminying. Madame Zliang, 
now deputy seerelary of the village, was 
Icaderof a produclion team in the late 1970s. 
.She was looking fora solution to the shoiiagc 
of cooking fuel and the high price of coal, 
which led women lo use cheaper (cheaper, 
because collected and not bought) leaves 
and crop residues. This not only increased 
women's labour lime but also had a negative 
effect on health, because the fuels were 
smoky. Whenshe went toacounty promotion 
of biogas plants and stoves, .she decided lo 
introducethisintothc village. Initially,a few 
individual gas plants were set up. This was 
individual initiative for ^collective fienellt, 
not for any idea of getting ‘residual’ income. 

The reputation of Liuminying for having 
introduced biogas plants attracted the 


attention of Bian Yousheng, an engineer of 
the Beijing Environmental Protection 
Institute, who was liHiking fur a place where 
they could try out the system of an orga¬ 
nically-based geological village. The size at 
which this .system could be tried out required 
a whole village, and the collective village 
of Liuminying provided the necessary .scale. 

The Beijing Insinutc persuaded the village 
leadership to try out this innovative agri¬ 
cultural system, doing away with chemical 
fettili.scrs and recycling all organic material 
within the village’s agricultural, animal 
husbandry and hmgas sy.slcms. But there 
was a high risk involved, as this was a novel 
system that had not been tried out in China 
before. The Beijing Imslittile gave the vi lingc 
aguuruniccio makcgiHHl any possible losses 
in village income lor the first few years. This 
was clfective in persuading the villagers to 
try out the innovniion. The risk was home 
bylheln.siiitiienoithe village. But there was 
no fall in income in .tny year, and the Beijing 
Instiltiie did noi have lo make good on its 
pi'omi.sc lo make up any shortfall in income. 

The switch^ to ecological agriculture 
involved the whole produclion of the village 
in a risky venture. .Such a risk to the total 
income of the village was difficult lor the 
village tobenr. Bill inihcca.scofan individual 
enterprise, one which would not nmoiinl to 
such a large proportion of village income, 
(he eollcelivc village could take the lisk, 
much in the nianner of ,i umglomeialc 
undeitaking a new. lisky vcniiire. In Nanjic 
the rceently-csiabiishcd beer plant is sli II not 
making a profit. But with its large capital 
base and divct.silicd production structure the 
village is able lo bear the los.ses tor a few 
years. This cotiKI not have been done earlier, 
when the capital and |iiodiictioii bases were 
smaller. Growth of (he eapiuil base and 
divers!fieatiun ol the piodnction .slrueiiirc 
have incrca.sed the risk-bearing capacity ol 
Ihe collective villages. 

But size and diversification do not 
automatically promote risk taking. Liumin¬ 
ying has a smaller and less divcrsillcd 
production ba.se than Miiaxi or Nanjic. Even 
then with its agncullural ha.se, industry now 
accounts foi 60 per cent of total income. But 
Ihe village exhibits a very cautious altitude 
lo indii.slrial cniicprcneiirship. The joiiii 
ventures in the village do not have any 
village share in ownership. The village has 
merely rented out its space and lueilities for 
the joint ventures. The village hadcai tier lost 
money in a joint venture with Taiwanese 
capital and this made it cattlioiis in entering 
into another joint venture. 

The village i.s al.so reluctant to move into 
value added areas which would yield liighci 
incomes. I'he village rai.scs a lot of ducks, 
but had in pay lor the ducks to be dre.sscd. 
They found it uneconomic and thought of 
producing Beijing duck (a roast duck 
preparation). But this was leased nut to two 


professionals. The village itself was unwilling 
to take the risks of running this venture on 
Its own to try to earn the higher income. 

Both Ihe pre-rcvnltilionary history of the 
village, including its exposure In trade, and 
itscxposureioenircprcncurial activity outside 
the maikci in the days of Ihe cuminune, are 
relevant to understanding (he explosion of 
entrepienetirial activity by cadres of llic 
collectives in the current |icriod. 

IV 

Wage and Labour System 

'Hieruarediffcrcniwagcsy.stcms prevailing 
in these villages. The wage sy.siem in Nanjie 
and Liuminying have more in eoinmon with 
each other, while those ol Miiaxi and 
Hanehunhc arc ol the same iy)iu. In each 
case, however, there are tiil fercnccs between 
migrant and village workers. 

The basic wage system in Nanjic has three 
grades, based on pcriormancc. working 
altitude and skills. Villagers stun at ¥ 60 per 
month, while migrants start at ¥ 1.^0. ESch 
grade IS about ¥ 30 more than the pievious 
one, with special skill allowances varying 
from Y 30 lo 50 [icr month. There arc special 
post allowances for supervisors, engineers 
and managers. Overall the wages vary from 
Y 60 to 250 pur month lor villagers, ineluding 
.special skilled workers ,ind managers (eg, 
the drivcf who drove us Irom Nanjie to 
Zheng/.lioii goi V 250 pre month, the same 
as Ihe ptirly seciclary and general manager 
ol the village eoinpany). Foi migrants the 
wages can go up to V I ,(HX) per month, for 
mtuiagcrs and prolessioiials. 

'I'he ralion.ilc hehitid lowui wages for 
villagers eoniparcil to inigiants is that 
villageis get a loi ol lice distribution of 
goodsandolherfreeheneliis. like education, 
medical care. etc. Migianis do not get lhe.se 
hcnclils. but they do gel free food and 
aeeoniiiKKlalion in addilion to ihcir wages. 
Furiher, .some amount ol villageis' incomes 
arc .lecunuilatcd in the village in the form 
ol housing, while inigranls gel only the 
wage, wiiii no othci deferred or capitalised 
benefits. 

Niinjie does not pay tiny bonus or even 
overiiine. Bonuses have been dclibcrnicly 
excluded so as not to lo.sler an altilude of 
woiking just lo earn more, but of being 
willing to work bettor and more for the 
development ol the village and the com¬ 
munity. 1'hurc is also no connection between 
earnings and particular cnicrpri.se income. 
Variations in wages across lactones are 
related to skill differences and whether Ihe 
work IS classified as ‘heavy' tir ‘light’. For 
example, the printing factory has more skilled 
workers than the niHidle factory, and not 
surprisingly workers in the noodle factory 
arc largely women, while workers in the 
printing factory arc mainly men. Again in 
the Hour mill too wages arc higher because 
the work is ‘heavier’ and working conditions 
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are worse, and, ui course, it is almost only 
men who work in the Hour mills. 

Equalisation of wages, irrespective of the 
enterprise in which one work.s.cxtend.s across 
joint ventures too in Nanjie. By law, wages 
in joint ventures are higher than in local 
ventures. Migrants who work in the joint 
ventures keep the extra that they earn. But 
village workers return their extra wages, 
including any overtime payments, to the 
village committee. 

Liuminying still continues with the basic 
workpoint system of the commune period. 
Salaries arcdi.stributed once a year depending 
on workpoints. During the year families arc 
supplied uncooked foodstuffs on the basis 
of number of family members and also 
metered power, gas and water. The value of 
all this is deducted from workpoints before 
payments are made. Income is calculated for 
each work team every month. But payments 
are made only once a year. Migrants, how¬ 
ever, ate paid on a monthly hiisis. 

The farm company .sets the average wage 
level, the number of workers and the wage 
fund. Within this the teams can vary the 
wages actually paid to each worker. Besides 
thisaverage wage, teams can also pay bonuses 
to their members depending on financial 
performance in the year and based on the 
individual worker’s work performance 
during the year. But permission has to be 
got from the fann company to pay the.se 
bonuses, qnd they cannot be too large or vary 
too much from one team to another. 

In the chicken farm, for instance, the 
average wage of villagers was about V 7,000 
per year or ¥ 600 per month, with a bonus 
of V1,200 at the end of the year. For migrant 
workers in the same team it was V 5,000 or 
a little more than V 400 per month. In the 
office of the parly and farm company 
committees, wages vary from ¥ .5.000 pet- 
year to ¥ 15.000 for the parly .secretary, who 
is also general managerof the farm company. 

Setting average wages means that there is 
an equalisation of wage levels across the 
various teams. While the financial results of 
various teams would differ, it is recognised 
that the effort involved is not related to the 
financial re.sults. Agriculture, in particular, 
would not yield the same financial results 
as industry does. But Liuminying explicitly 
equalises the value of a work point, whether 
it is in industry or in agriculture. This equali¬ 
sation is also carried out in Nanjie where it 
is mainlyamatter of higher paid joint venture 
workers returning the extra to the village. 

In both Huaxi and Hanchunhe enterprises 
can set wages along wit h substantial bonuses. 
In Hanchunhe each construction team can 
set its own wages. Wages vary from ¥ 300 
to 2,000 per month. In the enterprises in the 
village (for fabricating constniction mate¬ 
rials) the wages range from ¥ 480 to 1,000 
per month. On topof wages there are bonuses. 


Bonuses are mainly for villagers; though 
non-village professionals also get bonuses. 
Migrants further do not get the welfare 
benefits that villagers get. Migrants live in 
the dormitories free of charge and get free 
or subsidised fiKxi. 

In Huaxi wages vary from ¥ 300 to 800 
per month for workers. Wages are the same 
for village and migrant workers. But the real 
difference within the village and between 
villagers and migrants is in bonu.scs. As 
mentioned earlier, faclory chiefs can get 10 
percent of net profits as perfonnance bonus, 
with 30 per cent being divided among the 
managerial and profc.ssional section, and a 
further 30 per cent among the workers. In 
1995 the highest bonus was ¥ 3.90.000 for 
the manager of the woollen textile factory 
and the lowest manager's bonus was ¥ 50,000 
forlhe manager of a.small factory. For village 
workers the highest was ¥ 70.(X)0 and the 
lowest was ¥ 25,(XX). (A young shop .sales 
accountant, barely out of middle .school, got 
a salary of ¥ 400 per month and a bonus of 
¥20,000 in 1995. Her family, with two other 
earning members, got a combined bonus of 
¥ 1,00,000 in 1995). Migrant workers also 
get a bonus. Skilled workers from out.side 
could get a bonus or¥ 30.0(X), while some 
other migrant workers (pmbahly supervisors) 
were reported to have got ¥ 10,000. 

The wage systems in Nanjie and in 
Liuminying arc based on the system of ex¬ 
change of equal amounts of labour, irrespec¬ 
tive of the quantity and value of products 
produced. What this means is that the means 
of production are treated as the common or 
col Iccti VC pixrpcrty of the village. Assignment 
to work with a particular set of the means 
of production docs not grant that person a 
right to proportionate share of the rc.sult.s of 
product ion. Thus in Liuminyingthe quantity 
andqualityoflabourin agriculture isa.s.scsscd 
and not its rc.sult in tenns of output value. 
Similarly in Nanjie. the higher productivity 
of a worker in a joint venture is not attributed 
to that worker, but to t he means of prtxltiction 
owned by the village. Hie worker of a Joint 
venture cannot for that reason get a special 
privilege. The higher productivity of .some 
enterprises is then u.scd to benefit the village 
as a whole, and not ju.st the workers of that 
enterprise. 

On the other hand, the effect of labour in 
producing an amount of value, depending 
on the means of pmduction with which it 
works, come- into play in Huaxi. But here 
it is not in the sphere of wages. The bonus 
of working members of the village, which 
is so much larger than their wages, is in effect 
a share of profits. This is a profit-sharing 
bonus, which all working villagers are entitled 
to get on a steeply gradcci basis, from 
managers to professionals to workers, with 
migrant professionals and skilled workers 
also sharing in this. 


I n sharp contrast to Huaxi is Naqjie, which 
does not pay any bonus at ail. Nanjie then 
capitalises that portion of income which 
would bedistributed os a profit-sharing bonus 
in production and in welfare expenditures, 
including that for housing. With suKstantial 
free distribution of goods and services, 
including fully-furni.shed and equipped 
houses, wages arequite low. Nanjie villagers 
have little private savings. It is probably not 
accidental that a sy.stem that does not seek 
to di.slribule profits to individuals is also the 
one that treats migrant workers better than 
in other villages, giving them higher monetary 
payments than villagers. Yet, in every village 
there is a clear-cut line dividing village 
workers from migrants. The former are, as 
we will see, insiders or citizens; while the 
latter arc not. 

Migrant Labour 

Of the four villages .studied only Liumin¬ 
ying docs nut depend on migrant labour as 
its main labour force. Theotherthree villages 
have long since outgrown the possibilities 
of growth bn.scd on village labour and have 
continued to attract large numbers of migrant 
workers. 

What migrant workers get is bicsically 
wages. The bonus they do get, other than 
in Nanjie. where there is no system of bonus, 
is more i n the nature of a performance bonus. 
It is not their share of the residual income 
that villagers get as owners. Asa team leader 
in Liuminying put it. “Migrants get lower 
wages bccau.se they do not share the respon¬ 
sibility for the enlerpri.scs, while villagers 
do.” What this means is that migrants do not 
share in the risk of the enterprises, so they 
do not get a share of the residual income 
that villagers get. They also do not get the 
.social welfare bcnefils that villagers arc 
entitled to. 

Tlic migrant workers come in order to get 
employment, meet their own needs and be 
able to .send some money back home to their 
families. While Nanjie, or any of the other 
collective villages, may beattractivebecause 
of the .settled social conditions (there is little 
of the crime as.sociatcd with other fast¬ 
growing centres in China), their basic 
attraction is the wages that they can earn. 
Thc.se wages have to be competitive with 
what they can get elsewhere. In the ca.se of 
migrant workers their earnings are governed 
by the forces of exchange in the market. 
Their labour is a commodity, whose normal 
price is governed by its cost of production, 
subject to market lluctuations. Given that 
trade unions, in any genuine sense of the 
term, are absent there is no direct or formal 
bargaining relationship that comes into 
play in regulating the wages of migrant 
labour. 

If in Nanjie, migrant workers' wages are 
higher than those of villagers’, the reason 
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IS not that the village leadership realises that 
wages is alt migrant workers get from their 
employment. RcUher. this Fea.soning is only 
their subjective understanding of the eco¬ 
nomic law of market exchange, regulating 
the price of iaboui power, i e, wages, by the 
cost of production of labour power. Unlike 
in the case of villagers, their earnings are 
neither the exchange of equal amounts of 
labour, nor a share of profits as residual 
income. In the ca.se of migrant workers, their 
earnings are truly the price of the commodity 
they sell on the market, labour power. 

Given the very large numbers of .surplus 
workers in Chinese agriculture (estimates 
range from a minimum of 100 million to as 
much as 200 million) what these villages 
face (as do township and village enterpri.se.s 
as a whole) is a Lewis-type situation of 
“economic development with unlimited 
supplies of labour". At a constant wage rale, 
the numbers of rural workers coining into 
the wage mc.ikci is practically unlimited. 
With an initial base in rural industrialisation 
on the basis of the villages’ own labour, it 
is, however, the availability of substantial 
numbers of migrants that has accounted for 
the rapid growth of these villages. The 
difference between the.se collectives and 
personally-owned enterprises perhaps liesin 
the higher rates of reinvestment of the 
collectives. But for both collectives and 
personally-owned enterprises, a necessary 
condition fortheir rapid growth has been the 
availability ul va.st numbers of migrants. 
Certainly for these collectives, the combina¬ 
tion of stable social and living conditions 
with a better wage than in personally-owned 
enterprises, cnahlc.s them to recruit as many 
migrant workers as they can employ. The 
conditions of migrant workers in the 
collective villages arc far better than ‘sweat¬ 
shop’ labour in, for example, the personally- 
owned infamous Zhili toy factory in 
Shenzhen, which burned down with the 
workers trapped behind bolted doors |Lau 
Kin Chi 1993], Family accommodation is 
usually not available to migrant workers. 
They live in sex-segregated dormitories and 
eat. either free or at subsidised rates, in 
canteens. 

One matter that some of the leaders are 
defensive about is any charge that they are 
exploiting the migrant workers. As one of 
the deputy leaders of Huaxi put it, "All 
people say this about us. It is not fair. We 
give them a salary and provide them with 
good production conditions. Earlicrthey had 
not heard the sound of machinery or known 
electricity. Now they know all this, so we 
have improved them in these two ways. 
Many people have learnt about Marxism and 
exploitation, but this is not the ca.se. The 
most unfair thing for a farmer is unemploy¬ 
ment. So, I employ them, and they can work 
for us. This is very fair.” 


I^aimess and exploitation arenot the same 
thing. One can be very fair, and yet the 
relation can be exploitative. At the same 
time, since the condition of wage labour is 
preferable to the earlier situation of either 
unemployment or very low productivity 
employment, tbc migrant worker too would 
be bcttcroff than earlier. Again being ‘better 
off is not the same thing its the absence of 
exploitation. 

Even if we assume that all workers 
contribute to s(K'iai pn)duclionin proportion 
to their incomes, it nevertheless remains true 
that the migrant workers do not have the 
same relationship to the capital accumulated 
from their labour as do villagers. This 
difference is manifested in many ways - the 
migrants do not gel the .social welfare bcnctlts 
that villagers get; they do nut share in the 
housing that is one of the mam improvements 
made possible by the collective labour of 
migrants and villagers; they do not get the 
shares of reMdu;i) income distributed as 
bonuses; they do not have the security of 
employment that villagers have. In brief, the 
accumulation made possible in part by 
migrant labour docs not belong to them. 

The separatipn of migrant workers from 
the means of production on which they work 
and from the surplus accumulated as capital, 
alienation, is ti factor of the relationship of 
migrant workers to the collective village. It 
then comes tis no surprise that disciplinary 
problems arc much more acute among 
migrant n.s compared to village workers. 
Correspondingly, forms ol di.scipline arc 
also much more severe for migrant workers 
It is not that the same infraclionof rules leads 
to different punishments lor villagers and 
migrants, but that villagers rarely face 
dismissal, while qiiitc a few migrant workers 
aredisinissed every year. In the Nanjicmxxllc 
factory, for in.stancc, about 10 migrant 
workers arc dismissed every year. In 
discu.s.sing the question of discipline among 
migrants and villagers, some of the Nanjic 
leaders agreed that the difference might be 
due to the different relationships of these two 
sections of workers to the collective - while 
villagers may feel that they are al.so owners 
of the village assets, migrants would certainly 
nut feel this. 

The migrants arc reported to not feel 
committedtoworkinthe.scindustrial villages. 
This, as pointed out, is partly due to the 
alienation ol the migrant workers from the 
accumtilation that lesults from their labour. 
'There IS, however, yet another reason for this 
luck of commitment. The migrants still 
maintain land and agriculture in their home 
villages. Work as wage labourers is iKlditional 
to family earnings in their home village. 
Their approach to wage labour is then a form 
of using employment to procure additional 
rc.<iources for the family. The fact that they 
have not been alienated from (he land and 


other resources they own at hoine, i e, tite 
fact that they are not landless labourers, also 
means that they are not so completely 
dependent on wage labour and thus less 
committed to wage labour. 

On tup of the above, since the migrants 
maintain their tics with their home villages, 
the problems of family and social relations 
at home all impinge on their work as wage 
labourers. When going back on sanctioned 
leave, such familial nml stKial problems can 
often lead them to overstay. Such behaviour, 
which is pan of the transformation of former 
subsistence producers into wage labourers, 
is also noticed in other areas of industrial 
transition, for instance, in tribal regions in 
India. 

The differences in levels of pay, including 
welfare benefits, has led to bad relations 
between migrants and villagers. Responding 
to (hc.se differences, Nanjic introduced a 
new element in the relation of migrants to 
the village. Migrants could qualify to get 
family housing and other social welfare 
benefits after they hud put in six years’ of 
labour. In the year 1996 more than 100 
migrants qualified for the.se benefits, and 
would in effect become part villagers. After 
10 years of labour, the migrants can qualify 
to become full members, or should we say 
‘citizens’ of the village, and qualify for the 
same type of housing and full benefits us 
original ^^l I lagers. 

In Huaxi outsiders can buy vilhigc houses; 
but they would not he entitled to (he full 
rangcof.social welfare bcnclils (hat villagers 
get. But the price of houses is quite high and 
(here has so far not been any ca.se of an 
outsider buying a vill.igc house. 

We have discussed migrant workers as 
though they aie homogeneous. But that is 
not so. There is a section ol migrants who 
arc much more privileged than (he ordinary 
migrant workers. This is the prafe.ssional 
and skilled workeis. Not only do the villages 
themselves not have ceiiain special skills 
(for instance, (hat of a brew master) but. with 
the rapid industrialisnlion ol these villages, 
they f.'icc an overall shortage of skilled 
workers. While keeping villagers in key 
managerial and accounting positions, these 
villages also hue many professionals and 
skilled workers Irom outside. The profes¬ 
sionals and skilled workers arc not only paid 
well, virtually whatever they ask for, which 
would be related to what prevails on the 
market but also provided family housing. 
Many retired professionals and others have 
been attracted to the increasing opportu¬ 
nities fur their skills in these villages. At 
least in Nanjic and Huaxi one can witness 
a reversal of the usual brain drain from 
village to city. 

Butin keeping with thenverall strati ftcation 
of the labour force, the general, unskilled, 
migrant workers arc women (young women): 



while skilled workers and professionals arc 
largely men. 

Di.scipunc in the WoRKn.ArE 

One of the problems with collective 
systems is supposed to be Ihiit they cannot 
enforce discipline in the workplace, such 
that levels of elTort and quality of work can 
be maintained. If late coming, for iastance, 
cannot be checked it woti Id become endemic, 
soon affecting the entire workforce as all 
attempt to become 'free riders’. If there is 
not the ultimate sanction of unemployment 
can discipline be maintained in the work¬ 
place? Even i f piece-rated .sy .stems of wages 
arc adopted, it is expected that there would 
be a quality problem, ns workers reduce 
quality to increase quantity. Further, in 
agrictilture there is the additional problem 
that it is t(X) costly to supervise field work. 
The problems of incentives and the likely 
breakdown ot assurance arc supposed to be 
compounded by .social welfare systems, 
which by nssiiring a ntinimum of bcnclits 
reduce the incentive fur contributing more 
labour. 

Given that thc.se collective villages have 
definitely managed to mnintaiii high levels 
of production and accumulation, it would be 
instructive to sec how they have tackled 
problems of di.scipline in the woikplacc. In 
discussing these problems it is necessary to 
treat villagers and migrants separately. 
Villagers get various kinds of welfare 
benefits, which migrants do not get. Further, 
only vil lagers, us part owners i n some manner 
of the village corporation, could expect that 
they would have full security ofcmploymenl. 

'Taking villagers llrst, and the effect of 
social welfare systems, these very welfare 
systems aie u.scd as a way of lowardi ng good 
or punishing bad work. Nanjie docs not use 
piece-rated systems of remuneration, 
rejecting them as stressing one-sidedly the 
personal, rather than the collective, benelil 
of more or harder work With time-rated 
wages, .substantial free distribuiion of con- 
.sumcr rcquiremenis anil elaborate ‘cradle to 
grave' welfare systems, how is liiee riding’ 
checked? 

TIte extent of free goods th.U a family 
receives depends on its star-rating, in which 
the maximum is a lO-star rating. Families 
with lower star-rating receive lower Irec 
goods and thus would have lo buy mure of 
their consumption requii'cmcnts at higher 
market prices. The family's star-rating 
depends, among other things, on •Lssc.ssmeni 
of each individual's work. Hahiiual late 
coming, slackness at work and so on would 
all affect a family’s .star-rating and thus lead 
to a direct economic punishment in the form 
of reduced income. 

At the extreme, particularly bad work can 
besevercly punished. In Nanjie. wheie houses 
are not personally owned, a family can have 


to leave a new hou.se and move into an older 
house, without all the modern facilitie.s. like 
heating, gas, and various household equip¬ 
ment. A worker who fur two years in a row 
was chosen as the ‘worst worker in all the 
enicrpri.se.s’ was punished in this manner. 
Others have also been puni.shed in this way, 
and the sliortest period of such punishment 
was six months. On doing self-criticism and 
showing better performance at work, the 
family cun return to the new house. 

At the factory level loo there arc dis¬ 
ciplinary .systems, which directly affect the 
worker and not the whole family as above. 
Villagers have not been dismissed in Nanjie. 
But for sciious breaches of di.scipline, a 
village worker may have to work fora (rcriod 
without pay. This period of work without 
pay has extended upto six months in .some 
cases. I n the noodle factory we were told that 
there were six cases of villagers having lo 
work without pay in the last two years. 
Lesser forms of punishment include being 
asked to clean the .streets. 

Quality control is important in the 
processed food industry. Most of Nanjie's 
cnicrpri.sc.s fall within this sector. I low quality 
is maintained was investigated in the noodle 
lactory. The factory’s own quality control 
department checks every batch on a number 
ofcharaiicri.slics including weight, moi.sture 
content, fat content, smell, etc. Any batch 
I'oiind defective is dc.stroycd. Action is then 
taken against the supervisor of the .section. 
In a .serious case she may even be rmed, 
though we were told that there were very 
few instances of such lines. Along with the 
punishment, political cducatioti and technical 
trainingaieiil.sucarriedoutamongilte section 
concerned. WKilc the noodle factory’s own 
quality control .section chucks its products, 
the villagccompany alsodoes itsown sample 
chucking buforu sending goods out for sale. 
Quality of work is then checked rigorously 
and punishments given for deviating from 
standards. 

In the other villages, Liuminying and 
Huaxi, work iroints and piece-rated remunera¬ 
tion systems arc used, in Liuminying each 
team gets an amount of bonus it can distribute 
among team members. This distribution 
depends on evaluation of the quality of work 
of each individuai. .So, in this ca.se it is the 
huiuis system that is used as incentive for 
better work. 

Late-coming is easily checked among 
villagers who live in such a small community 
ns a village. Genuine problems arc placed 
before the team leader. And we could not 
find reports of deliberate or habitual late- 
coming. Not only can the bonus system be 
u.scd to penalise such slackness, further 
trumped-up excuses arc ea.siiy exposed in 
such a small community. 

Liuminying has not dismissed any village 
worker. But Hanchiinhc has done so. In the 


event of dismissal, the worker, who edntimies 
to say in the hou.<ic he owns, caif then stait 
his own business. <in some insttutces, after 
a period of running their own business, the 
workers were taken back into village com¬ 
pany employment. 

In Huaxi a .senior manager (and nephew 
of the village leader) was dismissed for fraud 
- he made money by re.sclling raw materials 
bought with village company money. He 
was given a job as a worker. But since he 
could not pay the in.stalment on his house, 
he had to move back into an old house. 

In these villages, Liuminying, Hanchunhe 
and Huaxi. individuals (men) own their 
houses. With dismi.ssal from company 
employment they do not lose their right to 
the hou.se they own But in Nanjie all houses 
belong lo the village and arc not personally 
owned. What would happen to a villager 
who was dismissed from village company 
employment? Would he/she lose the right 
to stay in the village, lose in effect the 
‘citizenship’ right? There is a case of fraud 
i n Nanjie in which such punishment is being 
contemplated But this raises an important 
question: can a village cancel the residential 
right of a villager? The issue is as yet un¬ 
decided. 

in the case ol migrants the situation is 
quite different from that of villagers. Their 
basic objective is to earn as much as possible 
in the few years they would work before 
marriage. Their future is not tied in with the 
village. Thus, their ideniillcation with the 
village would be much weaker than in the 
ca.se of villagers. 

Two mai n di.sciplinary issues were reported 
about migrants - stealing factory prcxiucts 
and not returning from the home village on 
time. The first issue shows the weakness or 
even lack of identification with the village: 
while the .second shows the continued 
importance I'f family tind agriculture-related 
problems in their home villages. 

The migrant.s have just come from peasant 
work, with its own particular rhythms, 
different from those of factory work. In 
orderto instil i n I hem thcdisciplineof factory 
work. Nanjie insists that all migrants serve 
a short stint ol at least two months drilling* 
with the village militia. This is explicitly 
ilonc in order lo learn the system of obeying 
orders and working together. The usually 
hidden connection between Taylorist 
factory discipline and military discipline 
(Hackett 1992] is here brought out into the 
open. 

But though the daily rhythm of Taylorist 
factory work is instilled into the migrants, 
that they come wit h the intention of acquiring 
as much money as possible and that they arc 
in touch with the problems of family Fife in 
an agriculturdl .setting cannot be so easily 
changed. Consequently with all the political 
education, combined with military and 
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Tftytorist discipliiie, many migrant are dis¬ 
missed every year on these two grounds, 
stealing and returning late from home 
absence. In Nanjie’s noodle factory, there 
are about 10 dismissals of migrant workers 
every year. There are steps leading to 
dismissal - for the first offence political 
education; Ute second time a ftne; and only 
on the third time, is the worker dismis.sed. 
The patents of the young girl are cal led; they 
ate told what she has done; and then asked 
to take her away. 

So, for migrant workers the ultimate 
disciplinary sanction of dismissal and 
unemployment is a very real po.ssibility and 
is always there. Unemployment is a dis- 
cipliningdeviceforthis'low-quality” section 
of the labour force. This only reinforces the 
point made earlier, that tire relationship of 
migrants to the village is one of a sale of 
labour power.as a commodity. Tire situation 
of migrants, however, is not completely one 
of Fordist “hire and tire" and, us we shall 
discuss at length later on. these collective 
villages do try to retain even migrant labour 
through market tiuctuations. But dismisttal 
is a real threat enforcing a strict disci|tlinc 
in the factory itscit and in coming to the 
factory too, confirming their status as merely 
sellers of labour power. 

Labour Pwx'ess, Iduoloov and 
Identification 

Productive efllcicncy in an cnlcrpri.se is 
not only a question of different devices of 
incentives, discipline and monitoring. It is 
also a result of the organisation of the labour 
process and the identification of the workers 
with the enterprise. In the case of villagers 
there is a .strong identit ication with the village, 
going beyond identification with individual 
enterprises. 

Such an identification docs not exist in the 
case of migrant workers. Tlicirs is a short¬ 
term relationship, typically for a few years 
up to marriage. Since their work is under 
the general control of the village enterprise 
and their product also belongs to it, there 
is a limit to which the creativity of migrant 
labour can be mobili.scd. But in the case of 
villagers there should be no such constmint 
to mobilising the creativity of labour and 
instituting non-hierarchical forms of 
discipline and monitoring. 

At the same time, the Japanese style of 
life-long employment fZ-firms in a more 
gcneral'and not national sense) and internal 
promotion has aiso fostered systems of labour 
organisation (like the team system and 
promoting multi-skill working ina rotational 
manner) that provide greater incentives and 
more participation by workers. Of course, 
participation is re.stricted to mutters of the 
organisation of labour and does not extent 
to determining the strategic direction of the 
enterprise. In a novel experiment, a Brazilian 


entrepreneur has tried to extend such 
participation to determining the strategic 
direction of the enterprise fScmIer 1989], In 
the US many empioyec-nin corporations 
regularly discuss plant operations, sales 
figures, equipment condition, capital 
improvement, employment levels and other 
key issues. 

From Chinaitself there is the experience 
of the attempts in the late- 1960s to do away 
with the Soviet-.stylc single leader manage¬ 
ment. But these attempts only went so far 
as to bring the “single leaded' (i c, manager) 
under the guidance ofthc party [Mao Zedong 
1977:73]. There was little attempt at 
institttling forms ofilircct leadership by the 
workers themselves, without the necessary 
intermediary of the paiiy as the rcpiescntati vc 
of the working class. Direct supervision by 
the workers was restricted to what was k tiown 
as the “two participations", of cadre parti¬ 
cipation in labour and worker participation 
in management. 

These questions were looked tnto in 
Liuminying and Nanjic. Liuminying is still 
organised on the work team ba.sis. Each team 
has its own work as a group. Responsibility 
in a team is not just for a pan of the work, 
but for the whole process. The final result 
(value reulised'or income) is not necessarily 
related to their earnitigs, since a rough 
equalisation of wages is carried out. Bttt final 
result can in a negative way mean a fall in 
earnings. Work is organi.scd ns a whole, and 
tint Just a scries ol steps, ns in an assembly 
line. Work team leaders work with the rest 
of the team. The manager of the chicken 
farm, forinstance, also panicipates regularly 
in the production process. 

Besides being lesponsible for the whole 
produetton (and sale) prtK'css, the team al.so 
has responsibility for reinvesting its surplus 
(after paying management fees to the farm 
company, etc). The team cannot decide to 
increase the wages patd to its members, hut 
it can decide on the avenues of investment; 
thus the memhci's of the team can decide on 
the strategic direction of the enterpri.se they 
run. 

In Nanjie, on the other hand, (as also in 
Huaxi and Hanchunhe) there is a strict 
separation of management, supervisory and 
worker functions. 1'hcre are production lines, 
as in the noodle, chocolate or printing 
cntcrpri.scs. These production lines are 
organised in the standard way that otic finds 
incapitali.stciiicrpriscs.Thc prtxiuction lines 
in the noodle factory to which we paid clo.scr 
attention, were like the Taylori.st assembly 
line, of thetype port rayed brilliantly in Charlie 
Chaplin’s ‘Modern Times’. There is no 
rotation of jobs, no group functioning in 
being responsible for the whole of a pro¬ 
duction process. Instead, clear job descrip¬ 
tions have been formulated for each (lost, 
and there is no rotation of posts. 
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There is a pressure to meet production 
targets. And the factory chief told us that 
each job lakes time to Icnm. and workers do 
not want to learn many jobs. But the whole 
point of group working and job rotation is 
that they arc more .satisfying waysof working 
and do result in increases in pniductivity. 
Japanese-style firms, with lifetime 
employment, have been able to harness these 
features to achieve higher productivity. 
Where, for whatever reasons, workers 
identify with the firm, it looks posttible to 
institute forms of working different from 
thcTayloiist as.scmbly line. But in the 
indu.strial units of Naiipe or Huaxi there is 
no attempt to develop such forms of labour 
organisation. 

The role ol'thc trade union branches is also 
symbolic and omnmcnlal. At one level, the 
party itself is supptiscd to represent the 
workers, so there is really little .scope fur 
trade unions to reprc.sent the workers' 
interests. In Hanchunhe. the trade union 
leaders are simultaneously managers of the 
enterprises. The trade uiiioti branch is then 
reduced to organistng social functions fur 
the workers. 

In Nanjie each eiUcrprise has a workers’ 
committee which meets every month. Groups 
of five or so workers elect a delegate each 
to this workers' committee. There is no 
limitation on the topics the committee can 
discuss. They can di.sctiss the organisation 
and munagemeni of production They are 
supposed to check the work of the factory 
managers and other cadres. They make 
suggestions about how to improve pro¬ 
duction. At one meeting the committee .sug¬ 
gested that two supervisors were not needed 
for each pioduction line. Alter this, one was 
made deputy-supervisor but working in the 
production line. The workers’ committee 
al.so spends time listening to what the 
managers want to tell them 

While there is no limitaiiun on what the 
workers' committee can discuss, this com¬ 
mittee has no decision-making powers. It 
can only discuss and make suggestions. 
Decisions are taken by the factory manage¬ 
ment commiiice. which is np|xiintcc by the 
village company. Unlike in Liuminying, in 
Nanjic the workers of an cnierprisc have no 
say in the investment of its surplus. That is 
decided by the management of the village 
company. 

In Liuminyingthcrcis a sy.stem of biannual 
meetings oi representatives from all teams. 
At these meetings the basic outline of village 
development, including the proportion of 
income that should be invested, the direction 
of inve.stment, and so on, arc discussed. This 
again is not an executive body, but its dis¬ 
cussions are taken into account by the farm 
company committee in formulating its plans. 

The other villages do not have any such 
forum where overall village development 
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can be discussed. Nanjie, for in.stance, does 
not publish accounts for the whole village. 
Annual accounts and financial plans arc 
sent only to the enterprise managers. Wc 
were told that it was not necessary for 
the village people to know these financial 
matters. 

This is an expression of the party's 
substitutingit.scirforthe people. The villagers 
have no direct role in deciding, as a body, 
on the direction of their development. The 
mass line (from the people, to the people) 
becomes a substitute for peuplc'.s partici¬ 
pation in deciding key questions. There arc 
no institutional forms fur people’s direct 
participation in making these decisions; 
which is not to say that there are no ways 
in which people make their preferences 
known. 

Ineach of the villages, Nanjic, Liuminying 
and Huaxi, it was mentioned that there was 
initial dissiitisfaction at the high rates of 
accumulation and some demand fur a higher 
payout of current incomes. There was not 
as much di.s.sati.sfuction as when, say in 
Nanjie, the household responsibility system 
was implemented, adissatisiactinnexpressed 
in 'big character’ ptisters at the houses of 
the village leaders. How this dissatisfaction 
was expressed is also not very clear (we had 
not pursued this in our investigations). But 
there was di.ssatisfaction, expressed in the 
form of private grumbling or other non- 
institutionaiised forms. 

The response to di.H.satisfaction on rates of 
accumulation was two-fold. On the one hand, 
welfare mcasurc.s, including freedistribution 
of some goods, were introduced. On the 
other hand, the village leader.shipal.su cairicd 
out an educational and political campaign, 
stressing the importance of present 
accumulation for .stable, future income, not 
only for the village but also for the counti^ 
asawhoIc.lnthecaseofHuuxi. the leadership 
and villagers also agreed to an implicit 
contract - that ihe leadership could take 
decisions on savings and accumuluiion, on 
the promi.se that vilLigcrs’ incomes would 
ri.se every year. 

There were tendencies to look to u short¬ 
term horizon and thc.se werccxplicitly tackled 
through political di.scus.siuii.s. The short- 
horizon of collective investment decisions 
is .something expected in the literature on 
collective ownership [.sec Alchian and 
Demsetz 1972:787 and Fleurbaey l9W:26y|. 
Overcoming this short-horizon is a political 
act. The link between the present and the 
future is not something that is automatically 
e.stabli.shed. 

Here again, the political campaign did 
havea base in the relationship of individuals 
to the village. In Ihe first place, the 
identiricalion of villagers is not just with a 
panicular enterprise, it goes beyond that to 
the whole village. Further, this idcniitlcalion 


is not confined to the period of the workers’ 
working life. It extends beyond that into an 
inler-gcneraiional identification. For one, 
the village itself has usually existed’from 
before the lifetimesof its present inhabitants 
and is expected to continue into the future. 
Further, there is a continuing dependence on 
the village even after retirement. The 
continuaiion of the village’s welfare services 
for retired persons depend on its sustained 
prosperity. To the extent that old persons 
dcitend on their own families for support, 
that too depends on the economic situation 
of the village. For all of the above reasons 
there is a strong and long-term identi llcation 
of villagers with the village as a collective 
enterprise. 

Political campaigns also play ihcir part in 
strengthening this identification and 
inculc.iting a .sen.se of performing one’s duty 
and working to ‘serve the people’. In Nanjie 
.study sessions uie domintited by the ‘three 
constantly read articles’ of the Cultural 
Revolution period - Mao Zedong’s ‘Serve 
the People’, ’In Memory ot Norman 
Bethunc’. and ‘The Foolish Old Man Who 
Moved the Mountains’ .These articles do not 
teach methods of .social analysis, but foster 
a spirit of working hard and selllessly for 
the common good. But there is nothing in 
them that fosters a questioning spirit or an 
inquiring mind, qualities esiicntial to fuller 
paiiicipaiion in building a new society. Wc 
did not find any political education about 
gender equality and equity. Thus, the role 
of political edncalionand ideology is limited 
to that of cncoiii aging hard work for the 
common graid. 

1'he leader of Huaxi. Wti Renbao, was 
emphatic in insistingthat people should have 
some ideology, it didn’t matter whether it 
was Marxism, or a traditional Chinese one, 
likcConfucianism.dnadi.scu.s.sionat Nanjic, 
a Chinc.se researcher from Australia, 
anticipated this equating of Marxism with 
Conlucianism. when he said that the social 
role of both is to .secure di.scipline with hard 
work). The.se ideologies, he held, .set neces¬ 
sary restraints to pei'sonal behaviour. Without 
.such an ideology, and it didn’t matter which 
one ol them it wa.s, an individual might he 
iinrcsiramed, meaning immoral, in seeking 
wealth. 

The limited functionof political education 
and ideology is then to sccuic haid work for 
Ihe common good, the type of role that liie 
Protcslan. ethic of hard work and frugal 
living played in the rise of capitalism and 
the modern variant of Confucianism played 
in Ihe ea.sl Asian economics as a whole. ’Tire 
big difference is that the collective ethic 
strcs.ses hard work directly for building 
common wealth; while the other ideologies 
stress hard work in order to accumulate 
personal wealth as a means to .serving the 
common good. 


V 

Wdfare Benefits 

The extent and nature of the welfare 
sy.stem.s vary in these villages. Nanjie has 
the most elaborate welfare system, with 
con.siderable free distribution of goods on 
lop of medical, educational and old-age 
bencrus. Besides household equipment, each 
village family also getsa free monthly supply 
of most consumption requirements, from 
vegetables, eggs and meat to beer. Wheat 
Hour is given in unlitnited quantities, while 
the othergoodsaiegi ven in limited quantities. 

Does the unlimited supply of wheat flour 
lead to any overuse? Di.scus.sions did not 
reveal any tendency to overu.se wheal flour. 
Earlier reports of China of the late 19S0s and 
the Great Leap Forward period, have pointed 
out that there was .some over-eating in 
communal dining halls. At a time of crisis 
in one village, Ihe breakdown of a.ssurancc 
about co-operative behaviour led to the team 
using up its annual grain reserve in jnst three 
months [.Siii 19X9:186). But the overall 
situation of an abundance of foiidisdifferent 
from that of .scarcity and likely to lead to 
different behaviours. Further, grain in 
particular, is an inferior good, one whose 
consumption falls ns income n.ses. Thus, 
making wheal Hour available in unlimited 
quantities is unlikely to lead to an over¬ 
consumption of it, when incomes arc rising 
and stable. 

But. could there be an exchange of wheal 
flour for other goods? Is wheat Hour directly 
exchanged for other goods, or given as gifts 
to relatives from other villages? Wc were 
told that there were instances of such ex¬ 
change in the early jieriud of I reedistribution 
of wheat Hour. Wheat flour was exchanged 
for noodles or given to relatives or friends 
as gifts, when they visited or when Nanjie 
residents went to visit them. But now such 
misu.se would lead a family to lo.se its star- 
rating, and thus have to buy more goods at 
the full market price. And as such behaviour 
is unlikely to go unnoticed in a small com- 
nnmity like a village, it iseffcctively checked. 

Free distribution on a per capita bicsis 
reduces the link between consumption and 
earnings or labour contribution. Docs 
consumption unrelated to labour contribution 
rcducc.thc incentive or necessity to labour? 
H igli wcl fare payments are now under attack 
in the west as a disincentive to seek em¬ 
ployment. But here again thegraduated nature 
of free distribution and the likely penalties 
that would be attracted by not conforming 
to norms of labour (and socitil behaviour for 
that matter) mean that free distribution does 
not serve its a disincentive to labour. Funher, 
free distribution is not a welfare mctisurc in 
the absence of employment; it is only a way 
of distributing consumption directly rather 
than via the mediation of wages. 
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The charge of wciftuv expenditures on 
village corporate earnings, rather than from 
government revenues through taxes, means 
that the villagers see the direct connection 
between the deductions from corporate 
earningsand welfare expenditures. If welfare 
expenses were financ^ through taxes on 
personal income the connection is indirect 
and more likely to lead to attempts to conceal 
personal or village income. 

At the .same time, the direct financing of 
welfare expenses by the village means that 
these benefits can only be locally realised, 
unlike welfare payments from government 
account, which can be realised anywhere. 
The tying-in of welfare benefits to continued 
residence only reinforces the cellular nature 
of the village as a corporation. Welfare 
benefits cannot be cashed in or transferred. 
Thex are available only on the basis of 
continued residence. 

Villages other than Nanjie do have sub¬ 
stantial personal savings and, quite important 
as an asset, personally-owned hou.ses. To the 
extent that these villages grow and continue 
to attract professional and skilled workers 
from outside, there would be a market for 
houses. This means that accumulated .savings 
in the form of houses can be encashed in 
these villages. This is certainly a factor 
allowing for mohihty. 

Personal money .savings in I luaxi arequite 
substantial. In a family we visited (three 
earners - man in the garden, woman as 
accountant in the noodle factory, and daughter 
as sales assi.stant) we were told that the 
family had savings of about ¥ 5,(X),(X)0. Wu 
Renbao, the .secretary of the Huaxi party 
committee, al.so said that family savings 
varied from ¥ 70,000 to 7.(X).000 in the 
village. Tlte savings are held in the village 
company itself and earn interest higher than 
in the bank. But the money can be withdrawn 
at any time. Of course, so far there has not 
been any instance of a family withdrawing 
their savings, selling their hou.se and leaving 
the village. 

But the possibility remains. The combi¬ 
nation of .salable house and cash savings 
allows for more mobility than in the ca.se 
of the more-completely collective village 
Nanjie, with no personal ownershipof houses 
and little personal .savings. In Nanjie the 
villager can continue to draw benefits from 
the accumulation out of her/his labour only 
while remaining a part of the village. The 
individual’s stake in the village and its 
accumulation cannot he encashed and taken 
out. 

Education 

The transformation of a basically peasant 
society into an industrial one requires not 
only changes in work habits (the type of 
change that migrant workers have found 
most onerous and has required various 


disciplinary measures to impose them) but 
also changes in levels of education. The 
change demanded is even greater where the 
village has to provide not just workers 
but also managers and accountants at ail 
levels. 

The older generation, those who are now 
leaders of the Villiigcs. generally have not 
gone beyond schiK)!. This is the generation 
whose education was disrupted by the 
Cultural Revolution, in Nanjie, for instance, 
most of the leaders have not done much more 
than middle school. Those who have studied 
further, like the chief of the finance depart¬ 
ment, have done it on their own, through the 
“open universiiy" conducted on TV, 

But the leaderships realise that levels ot 
education that were earlier sufficient arc no 
longer so. In every village there is a ptish 
to get its own youth to study beyond middle 
.school into high school. Various subsidies 
are given for education. More than thc.se 
subsidies it is the village regulations on 
employment and welfare benefits that work 
to ensure that the youth continue their 
education beyond niiddic school. In Huaxi 
where such regulations do not exist, we 
fotind at least one instance of a yoting girl 
stopping hei education after middle school. 
Her mother said that there was no point in 
girls studying further. 

Liuininying tn.si.st.s that all its youth, boys 
and girls.compicic high school. Employment 
is guaranteed only to those village youth 
who complete high .school. Both boys and 
girls arc encouraged to complete high school. 
In Nanjie too there is an insistence on both 
boys and girls conliiiiiing beyond middle 
school. Tho.se who do not go to high school 
are required loaitcnd vocational school. The 
lO-star ratings (on which the level of free 
disiribulion of goods depends) require that 
in every family there should be at least one 
technically qualified person. Failure to meet 
this requirement would affect the extent of 
free goods a family was given. But Nanjie 
al.so brings direct piessurc to bear on the 
youth to continue their education. Those 
who do not go to high school arc given hard 
labour jobs, in which the work load is 
increasoJstep-by-step, until the person agrees 
to go hack to .school. A few youths have been 
subject to these pressures and then agreed 
to continue thiir education. 

Thus, in ordci to meet their requirements 
of skilled and technical workers, the villages 
are pushing fur higher education and have 
put up various regulations to ensure that this 
happens. But, as mentioned above, in the 
ca.se of I luaxi where the decision on etltication 
is left to the lainily, with no jainalties for 
withdrawing from education, the girl left 
education aftci middle scluKil, but her brother 
was continuing into college. While the idea 
that there is no point in investing too much 
in the education ol girls who will marry out, 


.still holds sway and influences the education 
of women. a more important factorintluences 
the educational level of women in these 
villages - the women who mtirry into the 
village usually have a lower educational 
level than village women, who end up 
marrying out of the village. This is a feature 
of all these villages, each ireing the most 
advanced m their respective areas. But none 
of the villages has any sclieme for post- 
marital education ol women. On the other 
hand, what is now being encouraged is 
matrilocal marriage, or rather uxoriiocai 
marriage (i c. setting up home in the wife's 
village in a .separate house, rather than moving 
in with the wife's parents). As secretary 
Wang ol Nanjie candidly told us, they are 
encouraging village women to bring their 
husbands into the village not out of any 
consideration for gender equality, but in 
order to increase the amount of skilled and 
professional labour available to the village. 
But whateverthe leason, the encouragement 
of inairihKal or uxoriiocai marriage is a 
novelty in China, earlici only briefly 
propagated in a limited area during the 
Cultural Revolution andlhcsuhscquent Anti- 
Confticitis movement. 

(To be concluded) 
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Has Credit Crunch Led to Industrial Stagnation 

A Disequilibrium Approach 

Sumon K Bhaumik 
Hiranya Mukhopadhyay 

Industry has contended that the slow down in industrial growth is a consequence of a (supply side) credit crunch. 
The government and the Reserve Bank of India have, in turn, responded with an expansionary credit policy ted 
by significant reductions in the CRR. 

The empirical findings of this paper contest the position of industry. They show that for a significant part of 
the first half of 1996-97 the credit market has witnessed lack of demand for credit, as opposed to credit rationing 
by hunks. 

It is unlikely, therefore, that isolated (expansionary) credit policies, ushered in through the u.se of CRR and 


SLR, will work. The focus should ra 

would boost the confidence of both 

THE Indian ecunoiny was plunged into a 
deep economic crisis during the Gulf War. 
The rate of inllation was abnormally high 
by Indhin standards, and the foreign exchange 
reserves had declined to three weeks of 
imports - about one billion dollars. Various 
mform measures were undertaken since then 
to raise the growth rale in a sustained way. 
However, five years after the relorm, a 
shadow of recession is looming over the 
industrial sector and endangering the 
credibility of the reform. There arc many 
supply side hyputhc.ses that are Honting to 
explain indu.strini recession, prominent 
among them is the hypothesis of a ‘credit 
crunch’. 

ITiis paper argues that the 'credit crunch’ 
hypothesis provides only apartial explanation 
for the industrial recession. Demand lor bank 
credit might have played an important role 
too in determining the actual disbursement 
usage of bank credit in the private sector. 
Therefore, a cut in CRR or SLR may not 
boost industrial growth. 

Brief Overview of Industrial 
Performance 

The major goals of the reform process arc 
to achieve a higher growth rate of gross 
domestic product (GDP) in a sustained way 
and to maintain a modcnite inflation rate. 
While India has not been able to achieve a 
sustainable growth of 7 per cent even after 
five years of reform, the current rate of 
inflation is satisfactory when compared to 
its pre-reform level. 

'Ilie most alarming development during 
the current financial ycitr (1996-97) is the 
shadowof recessionovertheindustrial sector. 
The growth rate of the index of industrial 
production (IIP, manufacturing) had been 
rising steadily since 1991-92, when it 
roistered a negai i ve growth rate. Tlic growth 
rate of manufacturing was quite impressive 
during 1995-96 (13.3 per cent). However, 


ther he on the real .sector: transparent 
consumers and producers. 

the growth rate declined sharply to only 3.7 
per cent during Apri l-December of 1996-97. 
The performance of mining and electricity 
has been equally bad during the curicnt 
fiscal year. 

Another interesting feature is that the 
recession primarily is led by the consumer 
durables sector and partially by the basic 
goods .sector (Tabic I). Inventories have 
.started piling up in many units of this sector 
and many companies arc now offering 
attractive buy-back options. Furthc'inorc, 
the situation may turn out to be worse as the 
large-.scalc inventory off-loading to dealers 
would show up during the last quarter of 
1996-97 in the company books. 

in many Latin American countries this 
type of business cycle - a boom followed 
by a recession - was noticed during the post- 
reform period [Kigtiei and Livialan 1992], 
Most of the.se countries adopted an exchange 
rate based stabilisation programme, where 
exchange rate was used ns a nominal anchor. 
The main reasons for the failure of the 
stabilisation programme in those countries 
have been the lack of supporting fi.scal policy 
and the lack of credibility fCalvo and Vegh 
1991J. 

Many experts have argued that the 
recession is primarily caused by the liquidity 
crunch (Table 2). Con.sequently, many 
industries have failed to carry out their 
investment programmes, and that might have 
led to a deceleration in the industrial growth 
rale. One important lacuna is present in this 
argument. If tli .s is the case, then why is the 
deceleration in growth not across the hoard'.' 
How have capital intensive .sectors such as 
capital goods or intermediate goods 
maintained their growth rates'.' Why has 
rece.ssion been felt mostly in the consumer 
durables sector? Therefore, the so-called 
credit crunch theory, in our opinion, offers 
only a partial explanation to this phenomenon 
[Mukhopadhyay 1996], Demand for funds 


and reform-oriented policies which 


by entrepreneurs from banks or financial 
institutions is a derived demand like any 
other input. It, therefore, depends on a host 
of economic and non-econoinicfactors.Somc 
of them are expected output growth, 
uncertainty, high cost ol borrowings, etc. It 
is now well established that producers do not 
invest in an uncertain environment owing 
to the prc.scnce of sunk-cost, rather they 
prefer a wait-and-watch option. This was a 
problem in Argentina, Kenya and Turkey 
during the mid-I98().s. Mexico also hud a 
pause in private investment, because private 
i n vestors wailed to .sec whet her trade reforms 
would be reversed. Thercfoie, it is not very 
clear at thisjuncture whether decline in bank 
credit in 1996-97 was primarily due to non- 

Tabli. I. Index of Indus trial Pw<diktion; 

Use Basld 

(Percentage Change over Previous Year: 

April-(Jclobcr) 




Basic goods 

II.1 

6.7 

Capital goods 

15.1 

16.6 

IntcriiKdiaie goods 

7.2 

iO.8 

Consumer durables 

30.2 

9.7 

Consumer non-durables 

9.2 

7.7 

All goods 

1.V5 

8,2 


Note- For consumer diirablcs, the turning 
point was April 19% The growth rate 
declined from 40.8 per cent in March 
1996 to 10.9 per cent in April 1996. 

Source'. Central Slali.ftical OrRanisation 
(Monthly Bulletin). 

Table 2: Non-Food Bank Credit 
(Percentage Variations over 
March 1995 and March 1996) 



199.5-96 

1996-97 

September 

5.0 

-0.7 

October 

6.8 

0.9 

November 

8.9 

1.3 

December 

10,9 

2.5 


Source: KBI Monthly Bulletin. 
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availability of funds with the commercial 
banks or there has been a decline in demand 
for funds. 

Bank Funds. Non-Food Cri-dit and 
G oVhRNMr.NT SbUURITIKS 

There h;« been asigniricani cut in the SLR 
by the RBI in recent years to release larger 
funds for the private corporate sector. 
However, since 1993 banks have been 
holding governnicni and other securities 
substantially incxccssoftheSLK stipulation 
in foK'c.Thc Reserve Bank oflndiacsiimutcs 
that by the end of March 199f>, the hanking 
sector was holding government and ttiher 
approved securities in excess of SLR 
requirement to the tune ol Rs 2.‘i.(K)0 crore. 
(Hirtherinore. till February 1997. banks have 
invested 51 J percent of incremental deposits 
in government securities, whereas the actual 
rcquiieincnt is only 25 percent. This liiidmg 
may support p.irtially the credit crunch 
hypothesixof indu.strial recession. I lowcver, 
the im|X)rtant question is why aie commercial 
banksdoiiigso‘'Thisparticulai phenomenon 
could be explained in two ways. FirsI, banks 
tion'i find sulliciciii demand lor loanable 
luiids from the l oiporatc sector, therefore 
they arc invcsiing in goveriinient securilies. 
In other words, the causality luns liom 
recession to excess holding of govcinmeiil 
securities, not the other way i ound .Secondly, 
banks may be reluctant to give loans to the 
private parties despite a high risk premium 
due to the pioblem ol adverse selections 
(Stigliiz and Weiss l9Slj.II this is true, then 
we have thecausality that runs inllieop|H)site 
direction, i e, Irom excess holding of 
government securities to credit crunch and 
consequent industrial rece.ssion. 

Tlicrelore. we would like to model non¬ 
food bank credit in .i disequilibrium 
Iramcwork that allows us to deieniiiiie 
whether b.mk credit is demand determined 
or It IS determined by the availability of 
loanable funds with the commercial banks. 
The model is as loMows; 


O' = (Z) 

(1) 

C' = (W) 

(2) 

e = Mm (O', O) 

(3) 


where C'. C' and C‘ are demand for non¬ 
food bunk credit, .supply ol bank ciedit and 
actual di.sbursemeni ol bank credit 
respectively. Z and W arc different sets ol 
explanatory vtiriablcs. We estimate (3) by 
the maximum likelihood technique ns 
developed by Muddula and Nelson (1974) 
to derive the unconditional probability of 
C < C‘. 

Data and Spixti-ii ation 

As mentioned in the previous section, the 
purpose of the empirical exercise is ioe.siimatc 
the probability that the so-called credit crunch 
arase as a consequence of lack of demand 


for credit, as opiroscd to credit nttioning by 
the commercial hanks.' The data for the 
exercise was collected from weekly 
supplements to the Repori on Curremy um! 
Finunce published by the Reserve Bank of 
India, and data on the financial .sector 
published by the Centre for Monitoring the 
Indian Economy. Given that the slowdown 
in industrial growth was initialed during the 
1995-96 fiscal year, the (monthly) data covers 
the |H.*riod between June 1995 and October 
1996. 

The empirical cxcicisc requires lhal the 
demand and supply sides of Ihc market fur 
bank credit be modelled in the best possible 
manner, given the constraints involving 
availability of dal.i. In the conlext of a cicdit 
crunch, the appropnatc de|Kndent variable 
IS arguably the growth rale of credit, .is 
opposed to the absolute value ol the same. 
Indeed, the absolute v,i|ucofcredilincieased 
ste.idily during llie time period under 
consideiaiion. and lliecredil crunch has been 
emphasi.scd by low growth levels ol credit 
from one monlh to Ihc next. Hence, thc 
growth rate ol ciedii (GCREDIT) has been 
u.sed as the dependent vari.ible in our model. 

.Suppose lhal the demand lor credit is the 
consirainiug lacior m the market loi h.uik 
credit. In such an event, the minimum value 
ol GCRODfr will be dependent on Ihc 
quantity of ciedii demanded (f"'). Similarly, 
in the event ol credit rationing on the pan 
of the banks. GCP.IiDI'r will ilepend on Ihc 
quantity of credit supplied (O). It is not 
known e\ w.Tc.whcihcr GCREDIT lor any 
monlh is dctcimincd by C*' or C'. In othei 
words. 

IlC'), if the constraint is 
Irom the demand side 
GCRIdJI r = t4) 

g((''). if Ihc consli.iinl is 
Irom the supply side 
The next step in the exercise is. therefore, 
todeleiminelhc vccioistol vaiiables) which 
determine O' and C', i e, determine the 
specifications lor the demand lor '.rcdii 
function .ind the supply ol credit liinclion. 

It can he areued that the demand lor credit 
depends on two laciois; cost of boirowing 
and perception ol industrial growili It is 
reasonable to tissuinc lhal past .ind present 
growth in the index ol industrial prodticlioii 
will provide :i rc.isonable measure ol 
expectations about thefutiirciateofindu.strial 
growth - Indeed, under the assumption ol 
partial jici led Ipiesight, some average of the 
past and present i tiles of grow'lh of Ihc index 
should be equal to the projected liiiine late 
of giowth. Hence, a simple aveiage of the 
prc.seni rate ol growth of the index, and last 
pcriiKl’s growth of the same, htis been used 
as a measure ol expectations about the future 
rate of growth for the (maiuilacturing) 
industry. This variable is denoted by GIIP. 
Cost of borrowing, im the other hand, is 


dependent on (he prevailing lending rates 
which are themselves sums of .some base (or 
risk free) rate and a risk premium. 

The aloremeiiiioned risk, however, arises 
out ol iwii diffcicnl facioi-s. First, while the 
index foi iiulustiial (iroduction might have 
an upwtird tiend in general, theic might be 
signilicant volatility in the context of 
iiidustii'.il giowth, higher \olalilily being 
traditionally associated with higher risk. In 
othei wolds, the standard deviation in the 
aforemcntioneil index is a measure of the 
.sector specific risk, .ind in this case would 
relied the risk faced by the manufacturing 
milustries I ieni e. the standtird deviation of 
the tndex for the piesent monlh and five 
pievious months taken together can be 
accepted as a reasonable measure of risk. 
The lisk prennum chargctl by hanks can he 
assumed to be some lineal lunction of this 
risk, and hence it cun be lurthei a.s.sumed that 
the measure of risk di.scussed above can 
ilsell he used in lieu ol the lOi' piemium. 
This yields the second independent variable, 
namely. RLSK J'.* 

The second soiiice ol risk, foi the lime 
period ni<|ue.siion. w.is political uncertainty. 
As eaily .is middle ol l‘)95. it was evident 
that the incuniheni political p.irly might lo.se 
the general elections, and lhal there was little 
ch.incc Ih.il any single parly would he able 
to musiei a cte.ir ma|oiity. However, the 
naiuic ol Ihc coalition government which 
replaced the Congress goveinineni was such 
that thcie was a shadow ol doubt on the 
ability ol the (billed Fioni to push ahead 
with policies lhal wciedcemed necessary for 
indusiii.il giowth I h'licc, it is possible, and 
even likely, th.ii Ihc perception of pohlical- 
mtici o-ci onomic I isk meieased siihsianlially 
tillci the exit ol the ('ongress government. 
A dummy v.iiiablc iDlbM.VlYl has been 
used to capiuie this mcie.ise m the risk, and 
h.is value unity loi Ihc inunihs during which 
the United |•ront w.is m power But adiimmy 
variable, captures Ihc ch.inge in Ihc intercept 
ol the legiession line, while there might also 
be a change m the slope .il the estimated 
cui VC. an impoitant consideration given that 
ihe political uncertainty might have alfeetcd 
the ilccisions to both lend and horiow, given 
the same level ol risk premium. Hence, 
RI.SK„Pis introduced into (both Ihe demand 
and supply) specifications on its own and 
with slope tliimmies (DRI.SK), This 
essentially captures the fact that both lenders 
and hoi rowers might go loi lesser amount 
of ciedit for Ihe same risk premium, if there 
IS a peicepiion ol greater miicio-cconnmie 
ti.sk 

The hanks, however, not only take into 
considerai ion the lending rales, appmximatcd 
by RI.SK..P. and Ihc mticru-cconomic risk, 
they are also constrained in their ability to 
.supply credit by their deposit base. 
.Specifically, the growth of credit supplied 
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by banks is cnticully dcpeiKlcnt on the growth 
in the volume ol'clcposits which, net ol CRR 
and SLR rcquiieincnls, determines ihecxtcnt 
to which the banks cun lend. In other words, 
GCREDiTritnnlhcsupplysidcisdctcrniinal 
in pun by the growth in the lounahlc funds 
of the bunks tGLOANF). 

Tlie s|K'ciricuiion determining growth of 
credit fiom the demand side is, thercfoie, 
given by 

GCREDIT = a„ + a, RISK_P + n, DRISK 
+ a, GUP + e, (5) 

and the specification for the supply side is 
given by 

GCREDIT = P„ + p, RISK_P + p DRISK 
+ 'P. GLOANF + t, (6) 

Empikic.m. Ri-.m'i.is asij Expi-anaiiuss 

The estimation results are suininari.sed m 
Table .1. The results iiiJicale th.ii cctciis 
/wi7;/Mthe(gro\vthintlic)demamlfoi credit 
IS invariant with the risk premium and 
increases with the expected growth ol the 
manufacturing sector. The latter result is 
intuitively rca.sonahicand requires no further 
cxplantttion. The loriner indicates that the 
demand for credit was not price-sensitive 
during the time period in question. While 
this icsull might seem to he in violation ol 
.stylised demand iheory'. It iseniirclyplausihlc 
ihat industrial units he willing to horiow any 
amount at the pievaihng rate if the alternative 
means of raising liinds arc nioie expensive. 
.Since the primary market lor equities had 
.seen a shaip full in activity from middle ol 
1995, and because only blue chip companies 
were in a position to rai.se money through 
debt securities. .i price clastic demand curve 
for hank eiedil is eiitiiely leasihle. I lowcver. 
this llnding deals a blow to the contention 
of industries that their hoi lowing plans weie 
hindered by high cost of borrowing. 

Rut moie inieicsimg. and somewhai 
obvious, is the result that the exit ol the 
Congress governmcni had a neg.itive impact 
on the willingne.ss ol the linns to borrow. 
Indeed, as indicated by the DRISK vaiiable. 
given the same level ol risk premiuni, the 
firms were willing to borrow less money 
afterthe United l“ioHt governineiu was sworn 
in. The impact of political uiiceruiinty on 
demand lor credit is palpable. 

The results also show that, as opposed to 
the demand for credit, the supply ol ciedit 
is .sensitive to the risk premium. Indeed, the 
higher the risk premmin. the lower the 
(growth rate oil ciedil provided by the 
eomniercial banks. But can supply ol credit 
be negatively lehiied to its price'' Indeed it 
can. 111 the cveni the banks fe.ir that high 
lending rates will lead to adverse selection 
.such that tlieii ercdii portlohos will Ireeome 
riskierlSliglit/.andWei.ss 1981Such credit 
rationing has been obsci ved iuoihcrc'ountries 


a.<i well fBal(ien.spcrgcrand Dcrininc !987|. 
Under the present paradigm, when the hanks 
arc required to make provisions for all 
sloubtful and non-performing loans and 
maintain a minimum capital adequacy ratio, 
it IS reasonable for hanks to provide less 
credit 10 (inns and hold more govermnent 
.securities than required by .SLR |Bhaumik 
1996) so as to minimise the risk to return 
ratio of their portfolios. 

As indicated by the insignifieanee of the 
cocllicieiil of DUl.SK, the eommereial banks’ 
decision lo supply credit was not affected 
by the eleelor.il lorluncs of ihe political 
parties and the suh.se(|uenl change in the 
namre of the govcinmonl. Given lluii there 
were no major expectalions ahoul policy 
level .sals iur (he hanking sceuir. this re.suli 
IS plausible Finally, thecsiimalions indicate 
a posiiive albeit weak rehilionsliip between 
the (growth in the) loanable liinds of the 
banks and the (growth in the) supply of 
credit The telaiionsliip is perhaps weak 
because of the faei that, in the piesenee of 
excess holding ol govcrnmciii .securities. 

I here dues not exist a clear one-io-onc 
relalioiiship between the loanable liinds of 
the banks and Ihe aimnini ol eieilil disbur.sed 
by the hanks. 

The estimated vectors rx-hat ami (f-hai 
have subsei|uenily been used loeompuicihe 
uneoiulilional probability that 

GCREDIT = f(C‘') (7) 

10 . that tlieercdii market is cousd allied horn 
Ihe demand side (lor uny one lime penoil) 
Tlie cstimaicd probability values fm all Ihe 
moiilhs in qucsiion are eiuimeraied in Table 
4. .Since (he naluial prohabiliiy of tlie evem 
ihai Ihe ercdil market is demand eonsuamed 
IS 0.5. II can be argued that il ilte prohabiliiy 
for any dine period (as iii Table 4) is greaiei 
llian or equal lo 0.5 Ihen lot ihai month the 
credit market was eoiisiraiiied troin the 
demand side. Conversely, il any ol the given 
probabilides is less than 0.5 Ihen loi ihai 
lime pci khI (he credit iiiarkci was const rained 
liom Ihe suppf> side. 

Il can be seen that ihc lime period in 


regimes; (i) between July and December of 

1995 the credit market was largely demand 
constrained; (ii) between January and June 
of 1996 the market was' largely supply 
constrained; and (iii) again between July and 
October of 1996 the market wits largely 
demand constrained. The phenomena 
observed i n the .second and the third regimes 
can he explained with relative case. The 
credit crunch observed during the January- 
Jtine (1996) period, for example, is best 
explained by way of credit rationing on the 
the part uflhe hanks. It is otherwi.se difficult 
to explain as to why the quantity of bank 
credit supplied fell shuit of Ihc quantity of 
ciedil demamled during this period, despite 
the enhanced I iqu idi ly o f i he banks on account 
of (he CRR cu(s clfectcd during November 
and December ol 1994. How can such 
behaviour of banks be explained'.' Note (hat, 
with the enlorcemeni ol (he prudential 
regtilalions. ihe prolits of seveal hanks were 
signilleanily reduced at the end of the 1995 
financial year, largely due lo provisioning 
lor the rise in the yields of the T-bills and 
fur douhilul and non-performing loans ol 
the past.' Il IS, therefore, not .surprising that 
the banks opted out of (he crcdii market in 

1996 picfenng the salciy of governmcni 
bonds. 

TMu,r4 Const iiAiN 1 s F.mi.o lo Cki;i>ii Makki i 


Moiilii Piuhabilily Consiruinl 


June lyy.S 

0 013.1 

.Supply 
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0 7993 
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Supply 
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0.9987 
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1 0000 
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■Supply 
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Supply 
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Similarly, the ‘credit crunch’. i e.decreased 
activity in the credit market, during the July- 
October (1996) period can be explained by 
way of an industrial slowdown. The 
slowdown in the market lor cotisumcr 
products hail started as early tis April 1996. 
leading to uccuiiuil.aiion of inventory in that 
sector fMukhopadhyay 19961. Oiven that 
such <1 demand led slowdown in any segment 
ol ihemdiistiy allecis its demand lor working 
capital with a lag. it ts easy to .see how' the 
credit market became largely demand 
consiraincd during this period. Indeed, the 
full in imliisii iai opiiinism was possibly aided 
and abetted by the swearing in ol a coalition 
government of nneertam ideology and 
longevity. 

Indeed, it is the demand side crunch m the 
Jiily-Decembei 1 1995)period that isdiflicnit 
to explain Dniiiig this pciiod. the mduslriai 
sectoi sav\- .i singe in the growth rales ol 
veruially all segments ineluding consnmei 
durables .ind iion-dnrahles and basic and 
nitermediale goods. The oveiall growth of 
the indiisii iaI .sector lor the April-.Septeinbci 
period stood ai 12 per cent loi 1995-96, 
.igainst a grow ili of 8 8 pci ccni in 1994-95 
The most fc.isible explanation, iheielore, is 
the simnlianeons stngc in iioii-lood ciedii 
sanctKiiis and disbursements by the 
LOinmcrei.il banks HeiwceiiM.iich 17.1995 
and.lamiary 7. l996.1oi example.thegiowlli 
of non-lood credit sioodal Rs ^5,859cri)ie, 
against an expansion ol Rs 24,735 eroic 
during the same pciiod ol 1994-95. Given 
the (disi|uilibiiuml ii.itiiie ol the model, it 
IS entirely possible that the restilianl supply 
ol credit exceeded the demand loi ciedii. 
such that the moilel view's the eiedil iii.irkci 
during the Jiily-Decembei |icriod as being 
demuiul eunsiramed. 

Gos'ci 1 sio\ 

The general conieniion ol die indnsiry, 
during 1996-97, h.is been that the slowdown 
in industrial growth is a consci|uciice of a 
1 supply side) eiedit ciimcli The uoiermncnt 
and the Re.scrve Bank of India have, in luin. 

luspondcdw’illi an expansionary credit policy 

led by signifii.ini lediietions in the C'RR. 
I’lic cinpinc.il findings of the papei eiaitcst 
thcaforeineiitumed allegation oftlieiiuliistiy 
It shviws that lot .1 signilieani part oftlie li.si 
hall ol llie 1996-97 li.seal year, die credit 
inaiket h.is witnessed lack of .idec|iiate 
dem.md foi credit, as opposed to cieilil 
I atiomng by banks Hciiec. it is unlikely that 
isotated I expansionary) credit policies, 
usheicdin throiigluheuseofCRR and .Sl.R, 
would work The locus should lather he on 
the re.il sector; iraiispareni and iclorm 
orienioil policies which wouki hoosl the 
conlidenceof both consumei s anil iirtxluccrs 
Only then would the demand lor credit by 
the industrial sector be laige enough so as 
to lead to a genuine credit crunch. At the 


cndofihedny, policies aimed at rcjtivemiling 
the real sector should Ic'ail. not lag behiiul. 
the changes being enforced in the financial 
sector. 

Notes 

ITIieaulliois would likcm thank liuliiaRa|.irumaii 
lor hei helpiiil loaiincnis. flw ieiii.iiniiii; eiiois 
aie the res|MiiiMliiliiy ol the aiilliors | 

1 Note dial die liieraliire oil .i.syimueirie 
inlornialioii iisu.illy deruieseiedil lalioning 
as a phciioinetioii when llic hanks rank Ihe 
poienlial horiowcis aecoiding lo then iisk 
adjuMcd I'cUiiii and ralions hoiroweis oiil 
III the credil m.iikel if the risk assoeiaieil 
wilh llieii .lein iiics .tie higli. given ,inv i.ile 
ol reuiin In, oiliei woids. an iiii|ilieu lo 
I'xplieil laiikiiii lavoaitiig blue ehip firiiis 
i.s iiiM.ilc III siylised credit lalH'iitne 
llowevei, loi 0111 purpose, we define eiedil 
ralioning as - imply a siliialion when Ihe 
hunks me nnailling lo lend Ihe enliie 
aiiiiiiini III lii.niable liinds at then dispos.il. 
w ilhoiii releieiite lo wliieh In nisevenUially 
reeeive ciedii 

2 Aeinally,givenili.il noii-loodiicilil i.sdislniiseil 
largely lo linns in ilie niainilaetining seeioi. 
Ihe index lot m.iniiluelining iiidiisnies was 
used liii Ihe einpiiieal analysis 

.1 Since Ihe ns), liee rale •mil the piiine lendins’ 
lales ol coiniiieieial hanks weie l.iigelv 
nneli.ingeildining llie linic |ieiiiKliii(|iie.suon 
and given dial we are inleiesled piiin.iiily in 
Ihei|nalil.iii\i' lesiiils. il is inekvaiil lioni die 
)ieispeeine ol eeoiuinieiries as lo wheilier i>i 


not risk free nr prime loiuling rules .are uikk'il 
to the risk premium lo uluain llie actual 
(average!) lending iiiie. This can be verifictl 
with simple u.so ol matrix iilgchra. 

4 'file provisioning m.idc by public seeior bunks 
lor l‘)9S.i)fi was Rs 7.950 erore. us ugainsi 
Ksa.aoS ciore during 1994-95. 
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Female Labour in the Unorganised Sector 

The Brick Worker Revisited 

Lceia Gulati 
Mitu Gulati 

Revisiting Jayamma, the brick worker, after 20 years raises interesting questions about the way competitive 
markets are supposed to work and the assumption of rationality in economic (and social) behaviour. 


WE'VE known Jayamma for over 20 years 
now. We first got to know her when one of 
us was studying the lives of poor women 
in the brick industry (Gulati I980J. Many 
years after the first project, we were 
examining the problems of poor widows 
[Gulati and Gulati 1993], and went to speak 
with Jayamma again. This time we were 
collecting data for an empirical study, and 
hadn’t intended to do any case studies. As 
we were writing our article, with its broad 
, generalisations about the problems the 
■widows, based on 30 to 60 minute interviews 
with dozens of them, it struck us that 
Jayamma’s life story had a different insight 
to provide from these short interviews that 
focused on widowhood alone. An insight 
that indicated the problems of widowhood 
were often ones that stemmed from problems 
that arose much before widowhood. 

Jayamma is a real person. Her story is not 
a combination of the expencnces oi many 
different people, but rather exactly what she 
told us. Over the years that we have known 
her we have developed both respect and 
admiration for her, and wehavenol attempted 
both respect and admiration for her, and we 
have not attempted to edit our feelings out 
of her profile. We hope that this profile not 
only conveys to you the problems of a pooi 
widow in Kerala but also that people such 
as Jayamma have lives as full and as 
meaningful as ours. However, Jayamma's 
story does raise some interesting questions 
that need to be addressed particularly by 
those who assume rationality in economic 
and even social behaviour. 

First, the brick industry in which Jayamma 
worked was a pcrieetly competitive one 
with lots of employers and labourers 
unconstrained by laws of any sort. Yet this 
free market did notdnveout those employers 
who discriminated against women by 
(a) payingthem less than men whodid exactly 
the same work, and (b) never permitting 
them to learn skills that would have helped 
them in their old age when they could no 
longer do manual labour. Why have market 
forces not worked to eliminate these 
discriminatory practices? Additionally, given 
that market forces aren't working, wouldn’t 
it enhance the general welfare to have laws 


and a regulator mechanism that prohibit and 
penalise such discriminatory practices. To 
our knowledge, economists studying Kerala 
and other parts of India have largely ignored 
gender discrimination as a major economic 
problem. 

Second, why did Jayamma invest in her 
sons, to the detriment of hei;daughters, when 
she could see all around her that women/ 
daughters were more likely to provide for 
their families. Jayamma's daughters arc doing 
the same in terms of investing in their sons 
more than their daughters. What explains 
this apparent irrationality? 

Third, why are women (at least in 
Jayamma's community) more likely to bring 
home a part of their earnings, save and invest 
in theirchildren,than men, who, incidentally, 
almost always earn more than women for 
the very same jobs. The men on the other 
hand, on the days that they earn, are more 
likely to invest in alcohol and food lor 
themselves. Along the .same lines, why do 
the women appearto search for lower paying 
but more consistent work, while the men 
often refuse the work predominantly done 
by women, in favour of inconsistent but 
certainly higher paymg jobs. 

Fourth and finally, what is it about 
Jayamma's identification with acertain group 
or .social class that prevents her from working 
as a domestic servant for members of another 
class - a job that would provide her with the 
ba.sic economic goods that she so desperately 
needs. Is this another example of economic 
irrationality? 

Jayamma in 1995 

We first met Jayamma in 1975. She was 
in her mid-40.s, and was already anxious 
about the day she wou Id have to .stop working. 
Her concern was with being dependent on 
her Six childien who were all adults by that 
time. 

Revisiting Jayamma in 1995, many things 
have changed in her life. She is in her mid- 
60s, and has given up working tor the brick 
kiln, where she had started her working life 
as a child. Her job involved carrying bncks 
on her head from one spot to another as she 
was instructed by the foreman at the brick 


kiln site. Over the years she was never given 
the opportunity to learn how to do any job 
other than that of a brick carrier. Jayamma 
never questioned the fact that only men got 
trained to progress from unskilM manual 
labour to semi-skilled work. Carrying bricks 
had been her economic mainstay over the 
years. By the time she was in her early 50s 
however, her neck and shoulders could no 
longer cope with the rigour and strain of 
hcadloading bricks. 

Jayamma lost her husband, Kannan, and 
became a widow eight years ago. She 
continues to live in the same squatter 
settlement, Koolam, and in the same hut she 
and Kannan had put up some 25-odd years 
ago. She doesn’t have legal title to the land 
as yet, since she has no idea of how to submit 
an adverse possession claim, but she is 
convinced that the land is hers. There is even 
an active market in such adversely possessed 
land, albeit at a slight discount from the land 
where holders have clear title. All six of her 
children have got married and barring one, 
all six have moved into separate homes. Her 
daughter Vanaja still lives with her. Vanaja 
and J ayamma share the hut but not the kitchen. 
Jayamma runs her own separate kitchen. 
Vanaja runs a separate kitchen for her children 
and the person who Jayamma sarcastically 
refers to as “Vonaja'scurrentlive-in husband” 
(since they didn’t have a formal marriage 
with the appropriate rituals and dowry). 

Although she is now past 60 Jayamma 
looks healthy. She wears simple clothing 
and little jewellery. The only gold she wears 
is a pair of earrings and a nose ring, given 
to her as a young girl. She also has started 
wearing a red and blue beaded necklace, 
brought to her from a temple by Vanaja. 
Jayamma still is, and as long as we have 
known her has been, striking. She is tall and 
holds herself upright in a manner that would 
indicate years of military training (in her 
case the training came from the need to 
maintain {perfect balance for the bricks she 
carried on her head). However, time and 
circumstances have begun to take their toll 
on Jayamma. Her vision is poor because of 
cataracts and her teeth are failing out, the 
latter probably the result of tobacco chewing, 
a habit she picked up on the construction 
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tttes when she was young Despite these 
problems though, Jayamma remains 
energetic, and even feisty especially when 
It comes to defending her family or herself 
againstslurs by neighbours She is completely 
self-sufficient and active, and though she is 
well past the average life expectancy of 
women in India, she shows no sign of giving 
in to statistics 

The Hut 

The four-cent piece of land Jayamma 
squatted on over 20 years ago now includes 
two huts instead of one Directly behind 
Jayamma’s old hut, her second son, 
Sukumaran, has constructed a hut ot his own 
in the place where Jayamma had previously 
constructedatoilet Improvements have been 
made around the but Steps have been carved 
into the steep slope that leads down from 
the roadside to hei house These steps form 
a path that passes her house and then 
bifurcates One portion of the path turns and 
goes around the back of her hut and the other 
part continues down to Sukumaran’s hut 
Her neighbour has put up a fence separating 
her hut from that of Jayamma s 

Jayamma's old hut looks more or less the 
same as it did 20 years ago It has the same 
mud walls and thatched rool However, the 
striking stretch of green hyacinth on blue 
water that one once saw from Jayamma’s 
back window has been blocked with the 
construction ot Sukumaran s hut It was a 
spectacular view, but Jayammadoesn't seem 
to mind Its loss Jayamma occupit s the I argest 
room as her living/bedroom and uses the 
smallerot the other two rooms as her kitchen 
Vanaja uses the third room with an attached 
work area 

Inside, the hut is tidy, but without furniture 
In Jayamma’s living room, her grandson, a 
newspaper boy, has tied pieces ot string that 
run along the ceiling Across them he has 
spread sheets o* old newspaper, creating a 
paper ceiling that acts as a canopy, preventing 
dust from falling from the thatch above 
Glued to the walls are colour pictures ot 
wedding cakes and movie stars cut out from 
magarines by Jayamma’s grandchildren In 
the doorway is a colourful garland ot plastic 
straws made by Vanaja’s youngest daughter 
'The kitchens is filled with cooking vessels 
arranged on a shelf The same room is used 
also as Jayamma’s store room where she 
hangs her clothing and keeps her straw mats 
and other items 

The state government has a number of 
programmes aimed at improving the present 
state ofthe houses of the poor For example, 
the panchayat had provided Jayamma with 
the matenals for the construction of a toilet 
before Sukumaran tore it down to construct 


hisownhouse Inaddition,eachhutisentitled 
to a free eiectncal outlet with the option of 
having extra eiectncal outlets on making a 
deposit of between R$ SO and Rs 100 for 
every point This does not include the amount 
which one has to pay as bnbe Several of 
the huts in this settlement of squatters have 
electnc connections, but they were able to 
raise at least the initial money for the free 
outlet Jayamma has not been able to raise 
the money and is without any clectncity 
Jayamma laughingly told me the other day, 
"1 am waiting for the next election when 
political candidates will come and offer me 
the electnc connection in exchange for my 
vote” Jayamma also has no water tap of her 
own and must go out and collect water from 
the public tap each day 

Husband s Long In nfss 

Kannan, Jayamma's husband, died some 
eight years back after a prolonged illness 
He was ill lor almost 10 years His chronic 
condition wasacnmbinationof malnutntion 
rheumatism and respiratory infection The 
latter two arc common ailments in the state 
ot Kerala Kannan s health had started 
detenorating m the late 7Us, and by the early 
80s he was a partial invalid All the same 
he tned to help around the house, primarily 
looking after the children ot his daughters 
while they were away at work Things took 
a turn tor the woise when Kannan developed 
cataracts in both his eyes He was taken to 
the hospital tor the operation but 
unfortunately it was not a success The 
cataract re appeared and the family decided 
against taking him back Even though the 
hospital was state-run, and cost almost 
nothing in monetary terms, it was expensive 
for everyone involved in terms ot their time 
to take Kannan there again Further, their 
taith in the doctors was limited For the last 
five years ot his life, Kannan was totally 
dependent on the family, particularly 
Jayamma for even hts most basic needs 

JayammadidthebestshecouldforKannan 
Kannan was mostly using the main room i.n 
the hut where he could get the bree/e directly 
from the lake that was below the cliff the 
hut sat on He would sit or lie on a mat with 
a clean sheet as his grandchildren played 
around him to keep him company It was 
atouching sight to sec such care given under 
these modest circumstances 

Kannan had never beenoi much economic 
suppor to Jayamma, even when he was 
acti veand working as a boatman transporting 
coconut husks through the backwaters to the 
coir retting locations Hedidn’t have his own 
boat and so had to rent one Along with two 
of his fhends, he used to collect coconut 
husks from different places, and transport 


them to an area where ropes were made out 
of coir It was hard work, since the boat 
earned almost 75,000husks, and was pushed 
with nothing but a long bamboo pole They 
could not use a paddle to row, since the 
surface of the water was thick with plant 
growth.pnncipallywaterhyacinth Thestory 
goes that a Bntish resident’s wife brought 
the hyacinth from Atnca and introduced it 
into the Kerala backwaters Kannan used to 
say, “Tlie Bntish are gone but their hyacinth 
IS still breaking the backs of the Indians” , 
It took over 24 hours to travel the 20 
kilometers or so that Kannan’s boat needed 
to cover What Kannan got in return was just 
enough to take care of his needs, as dnnking, 
smoking and eating dunng those long hours 
took away most of his earnings Thus, 
Kannan’s contribution to the upkeep of 
Jayamma s family was marginal even when 
he was at his most productive stage But in 
terms of giving orders he w.is still her 
husband and the head of the household, 
whether he took care of the family or not 

Kannan’s illness placed a big Tinancial 
burden upon Jayamm i Though her i hildren 
chipped in with some contiibutions from 
time to time the main burden fell on 
Jayamma s shoulders When Kannan became 
too il I he was moved to the nearby government 
hospital Njoving him to the hospital meant 
additional expenses in termsof transportation 
Also whether he was at the hospital or at 
home the medicines had to be purchased on 
the market without any subsidies After only 
a week i n the hospital, the authorities advised 
Jayamma to take Kannan home and look 
after hi m there, evidently concluding that his 
condition could not be helped Bringing 
Kannan back home was financially less 
burdensome but Jayamma feels that the 
hospital released him prematurely “I know 
they could have done more and perhaps they 
would have if we could have gone to consult 
them at their houses where they have private 
consultations for the rich’, she said to us 
As Kannan’s condition worsened, Jayamma 
had to stay away from work more and more 
and be by his side tor longer stretches Of 
time When Jayamma missed a day of work 
she had to tall back on savings, if any, or 
resort to borrowing As Kannan’s condition 
deteriorated, all of Jayamma’s time was spent 
nursing him At the same time, the foremen 
at the construction site where she worked, 
began to hire younger and suonger women 
in her place 

After nearly seven years ot being virtually 
bedridden with illness and total blindness, 
as Kannan s end drew near the family decided 
to move him by a taxi c^ to their youngest 
son Anant’s house Anant had some vacant 
land around his house He was given the 
houseaspartofhiswife’sdowry Ananthad 
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' moved here years back when Jayamma and 
Vanaja, had quarrelled with his wife and 
beaten her up. Since then, his contact with 
his family had been limited. However, as his 
father wason his death bed, these differences 
'' were forgiven and forgotten. When Kannan 
eventually passed away, his body was 
' cremated in the backyard itself, a common 
custom, until recently, of the Ezhava 
community in Kerala, the community to 
which both Kannan and Jayamma belonged. 

Becoming a Widow 

The last rites did not involve any ntuals. 
The customs among the Ezhava.s do not 
involve expensive ceremonies upon the 
occurrence of a death, even a mate one, so 
Jayamma did not have to spend money for 
the last rites. It was an occasion when the 
family got together and the children’s close 
friends and relatives came forward to share 
whatever expenses of food and incidentals 
had been incurred. It was a time for 
reconciliation and a new start. Though she 
became widow, Jayamma was not obliged 
by the rules of her community to change 
either her dress or her food habits. Nor did 
the rules prescribe any need for .seclusion. 
Jayamma and her children dealt with their 
loss themselves i n whatever way they desired, 
without having to follow any externally 
imposed rules. 

Even when Kannan was still living, 
Jayamma had stopped working for the brick 
kiln or on construction sites. Kannan's il Iness 
did not help matters but eventually it was 
Jayamma’s body that could no longer take 
the weight of the bricks. So, in her mid-60s, 
Jayamma does a variety of odd jobs to make 
ends meet. Her main source of income comes 
from gathering fuel wood from the 
surrounding wooded areas. She neatly 
arranges the wood she collects into small 
bundles and sells them for a price depending 
on the size of the bundle. When she first 
began this work, she would go out each day 
armed with aknife-like instniment (not unlike 
a sickle) that she used for felling, chopping 
and cutting up dried branches and fallen 
twigs. Jayamma also had other means of 
making money. She would buy provisions, 
from the government-subsidised consumer 
outlets that sold them at prices lower than 
those in the market, and sell them at a small 
profit to neighbours and her own children 
who had other jobs and didn’t have the 
time to stand in the lines at the government- 
run stores. Additionally, Jayamma’s 
government-issued ration card entitled her 
to the monthly ration allotment of six family 
members though all of them had moved 
away from her and established their 
independent households. She would purchase 


the ration allotment and sell most of it, 
particulariy the sugar, to one of the small 
grocery shops near thesettlement, at a margin 
[Gulati 1977]. Her children didn’t object. 
They considered this as their contribution 
to her upkeep. In addition, she even took to 
stone crushing, beating black granite into 
small bits and pieces required for cement¬ 
concreting in construction. A neighbour in 
the squatter settlement had obtained a loan 
under a government programme for bank 
loans for self-employment, and had started 
a stone-crushing business. Jayamma worked 
for her on piece rates. 

However, some of these avenues of maki ng 
money have started closing up. The ration 
allotment was reduced whena not so friendly 
neighbour alerted the ration authorities; now 
she has allotment foronly herself and Vanaja. 
Although she still goes out to gather wood 
for fuel, she doesn’t do so every day, as it 
is tiring work, and her back doesn’t allow 
her to bend very much. Stone-crushing is 
also very demanding physically for a person 
of Jayamma’s age and physical condition. 
But she has not given it up totally, nor does 
she foresee being able to, given her financial 
condition. 

The money Jayamma now makes is not 
sufficient to meet her expenses. Each week 
she buys soap and SO grams of oil. To eat, 
she buys only rice, costing Rs S.70 per 
kilogram and fish; vegetables are too expen¬ 
sive, meat is out of the question. Yet her 
ex penses still add up to more than her i ncome. 

Domestic Service not a Preferred 
Option 

One option that Jayamma could consider 
IS taking on work as a domestic servant. This 
would be ideal in rational economic terms 
as it would provide her with a regular income, 
allow her to live independently, require less 
physical strain, and would take care ot her 
daily food requirements, assuming that her 
meals would t>c provided by her employers. 
Jayamma, however would not even consider 
this option. Although some women in the 
squatter settlement opt for such work, others 
refuse. Many women here will accept any 
type of work but draw the line at becoming 
a domestic servant. Younger women will not 
take such work simply because of the risks 
involved. It is believed that the men of the 
house often mak' advances and take liberties 
with voung female servants and even if they 
do not, the community often assumes it. On 
the other hand, at work places such as brick 
kilns and construction sites, the environment 
is seen to lead to an alliance amongst people 
of the same social and economic class. 
Jayamma explained, “As a servant, your 
alliance is with a class that is your enemy”. 


In addition, many women will not accept 
domestic work berause they feel that serving 
someone outside the family is shameful and 
degrading. Thus, despite the fact that 
household work is one of the few jobs that 
offers regular work and a steady income, 
many refuse it. It is interesting to note that 
even in households, whereeconomic security 
is scarce, stigmas arc attached to certain 
occupations while others are given special 
status. 

Relationship with Children 

Jayamma’s relationship with her children 
can be concisely desert bed as being turbulent. 
Her youngest son, Anant, apart, there has 
always been some point of tension between 
her and her children. Although she invested 
much in her sons, at the expense of her 
daughters, she has discovered that this was 
to no avail. Her eldest son seldom visits or 
feels responsible. Her other two sons, 
Sukumaran and Anant. are not as forgetful 
or inconsistent. Anant is perhaps the most 
considerate, but the sons do not do much to 
alleviate her daily problems of living. One 
reason all sons seem to keep away from 
Jayamma, as her neighbours and friends put 
it, is that Jayamma has had a running battle 
with their wives. Even if they would like to 
help her, their wives do to permit them to 
do so. 

Jayamma’s relationship with her daughters 
is no better. She fights with her daughters 
all the time, particularly because she 
disapproves of the men with whom they get 
involved. However, the daughters still 
interact with her and help her regularly in 
small way.s. This is so despite the fact that 
the daughters are worse of economically 
than the soas. Nevertheless, Jayamma doesn't 
ever complain about having invested in her 
sons over her daughters. 

Vanaja is Jayamma’s third daughter and 
second youngest child. Vanaja shares the hut 
with Jayamma, though she runs a separate 
kitchen. Now 32 years old, Va^ja quit the 
brick kiln years hack and is currently 
employed only as a construction worker. 
She gets work on average tor IS days in a 
month. 

Vanaja, like her older sisters, has been 
involved in numerous affairs. Jayamma had 
invested all her money in her sons, and never 
had the money left over to invest in a dowry 
for Vanaja, so as to find her an appropriate 
husband. Vanaja’sfirst relationship was with 
her sister-in-law’s brother. He lived with her 
for a while but when she became pregnant, 
he deserted her. Her next child’s father 
proved to have the same tendencies, as he 
tool left her when she was pregnant with 
their child. 
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The man she is cimnUy living with. 
Thambi, belongs to a caste lower than 
Vanqfa’s and worics as a coolie making 
usually about Rs 70 perday.Being an activist 
in a Marxist union he is usually able to get 
work, since the Marxists wield considerable 
f political power in the area. Out of his daily 
earnings, hegives VanajaRs 25 for household 
expenses. This supplements her own 
earnings. So in economic terms Vanaja is 
in a position to meet her day to day expenses. 
Still, her relationship with Thambi is full of 
extreme uncertainty. Sometimes he does not 
come home for days. Vanaja and Thambi 
quarrel incessantly. Often Vanaja gets 
thrashed i n the end. lliere is even talk among 
the neighbours that he is actually married 
to another woman and divides his time 
between the two. Vanaja does not believe 
this talk and attributes it to jealousy. 

Jayamma in particular dislikes 'Ihambi. 
Caste is one reason. Another reason, though 
less important to Jayamma, is his demand 
that Jayamma should personally give away 
part of her hut to Vanaja. In order to be 
eligible fur a ration card of her own. Vanaja 
must prove that she runs a .separate house 
of hei own, registered with an individual 
number at the panchayat. Jayamma is not 
willing to do so because her little hut and 
what little land there is around it are her sole 
possessions, the only things over which she 
is able to exercise an element of control even 
if it is minimal. There is also another reason 
why even others, including V anaja's brothers 
and sisters, suspect Thambi's interests. 
Everyone knows that he has access to the 
powers that be in the local panchayat. 
Jayamma says, “Why hasn't he used his 
influence to get me an electrical connection? 
If he wants he can easily get Vanaja a ration 
card. His object is to get my house”. 

The last we heard was that Thambi had 
been asked by Jayamma not to come around 
any more, and Vanaja hadlefthertwochildren 
with Jayamma and is herself staying at 
Thambi’s place. 

Obviously, this is a situation that cannot 
last very long. Jayamma does not earn enough 
for her own upkeep. She cannot be saddled 
with theupkeepandcareof Vanaja’schildien. 
The worst that can happen is that Jayamma 
will have to fend for herself. And if none 
of her six children pitch in, things could 
become hard and harder for her. 

Jayamma Ai>i>lies for Social Security 

Jayamma knows that she cannot depend 
on either her sons or daughters. While the 
sons moved away both physically and 
emotionally because of her attitude toward 
their wives, her relationship with the 
daughters also has been deteriorating. Even 


Vanqja. who has been living and sharing the 
hut and the ration card and for whom 
Jayamma has been an unpaid housekeeper, 
appears to be on the verge of deserting her. 

With the help of some literate neighbours 
of hers, Jayamma did apply for pension 
under thegovemmentschemeforthedestitute 
old and widows. She was both a widow and 
destitute. Under the scheme, at that time, a 
widow qualified for a monthly pension of 
Rs 65, provided such widow’s monthly 
income does not exceed Rs 100. Jayamma 
thought she was qualified for the pension. 
After all, she eam^ far less than Rs 100 per 
month. The vilhTge office, however, rejected 
her application. The officer told her, “you 
have three able-bodied sons, who should 
support you. It is your fault if they don’t. 
This pension is for those without sons”. 
Jayamma feels totally helpless against this 
decision. She asks, “Why don’t they realise 
that I have been deserted by my sons? The 
government should either force them to give 
me enough for my living expenses or grant 
me the pension. Otherwise, women like me 
will be left to starve and die in spite of such 
schemes”. 


Her Only Asset 

Jayamnia’s only asset, besides her pride 
and strong character is the four cents of 
squatted land of which she is the de facto 
owner. Though this is government land, the 
market price an adverse possessor can charge 
for it is Rs 3,000 per cent. Both Jayamma’s 
second son and her youngest daughter need 
and want her land as they cannot afford a 
place of their own with such convenient 
access to work. 

Between her sons and daughters, Jayamma 
now feels that her daughters are less likely 
to desert her. All three of her daughters run 
female-headed households in the same 
settlement with no male support. Vanaja, the 
third daughter, is in an unstable relationship 
and has I wo young children to support. None 
of the three daughters is doing as well 
economically as the three sons. Jayamma is 
hopeful, however, that they will see her 
through the difficult d.tys ahead. But she also 
believes that she still retains enough physical 
and mental capacity to cope with things for 
some more time. 

In terms of her daily morning routine in 
the house nothing has changed for Jayamma 
in the past 20 years. She still wakes up on 
her own each morning at around 4am and 
goes to collect water for the day. She has 
a breakfast that consists only of black tea 
with sugar (milk is too expensive) and then 
begins her daily cooking. When finished, 
she sweeps the house and washes the clothes 
and cooking vessels, using the same soap 


she uses for her body. Sometimes, in the 
evenings. Jayamma goes out to collect twigs 
after which she has her bath. She often prays 
in the evenings, something she has only 
started to do recently. At around 10 pm in 
the evening she goes to bed. 

Conclusion 

In one sense, even Jayamma’s perception 
of her own life seems to demonstrate a great 
sense of loneliness and feeling of 
abandonment, particularly abandonment by 
her sons. Many friends and neighbours in 
the squatter settlement complain that she has 
becomequarrelsome.*rhey think her children, 
sensing her frustration and disappointment 
with them, have moved away from her. These 
same neighbours also feel that Jayamma 
herself had led her daughters astray, 
especially by not having proper marriages 
for them with dowries. One neighbour even 
said that the neighbourhood would have 
been a much better place to live if only 
Jayamma and her daughters were never there. 
Her very next door neighbour even went so 
far as to put up a high fence dividing her 
hut from that of Jayamma’s. 

In the past few years Jayamma seems to 
have been left with very few sources of 
economic and emotional support from those 
around her, this has made her more withdrawn 
and even somewhat bitter. It is wrong to 
believe, however, that she has given up. She 
has not. She continues to work for a living 
and stubbornly holds on to the few material 
assets she can call her own, namely, her 
land. In her moments of cynicism, she does 
say that what little love she gets from her 
children is love of her land, although she is 
quick to retract such a thought. The last time 
we spoke to her she saw the worry on our 
faces and said reassuringly, “Don’t worry, 
I’ll fight on and survive regardless of the 
odds”. 

[This paper is due for publication in Widows and 
StK'ial Responsibiltiy, Marty Chen (ed), SAGE 
Publications, New Delhi]. 
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DISCUSSION 


Investment Gaps in Primary Education 

Jandhyala B G Tilak 


WHILE making an estimate of investment 
gaps in primary education in India, 
Ramachat^ran et al (1997) have commented 
on my study [Tilalt and Kar 1994] that 
estimated requirement of resources for 
education by levels of education, including 
specifically elementary education (classes 
l-Vni/age*group 6-14), and by major states 
in India up to 2000 AD.' Applying the unit 
costs ot education (for a select few major 
items) provided by the government of West 
Bengal (GOWB) to all states in India and 
using National Sample Survey Organi¬ 
sation’s (NSSO) data on enrolments and 
non-enrolments, Ramachandran et al( 1997) 
estimated investment gaps in primary 
education in 1995. They seem to argue that 
this is the best method and that the 
method I had adopted has serious flaws. 
Their main cnticism of my study refers to 
(a) my use of official enrolment figures 
instead of actual attendance rates by age- 
group, (b) use of ‘expenditure per student' 
instead of 'costs of education’, and 
(Cl specification of the cost function. They 
also argue that ours was not a ‘normative’ 
method. 1 find these comments irrelevant 
and misleading, as I discuss them in Section 
1. Research in this area is not abundant.^ 
Hence at the very outset 1 welcome the 
attempt by Ramachandran et al. But 
Ramachandran et al’s approach and analysis 
have serious pitfalls, which are described 
in Section 2. 

1 

I have so far made estimates of resource 
requirements for education in Indiafor future 
times, in addition to making a few quick 
estimates for the government of India (GOI) 
occasionally. Tilak (198Sb) made a detailed 
estimate, in the context of National Policy 
on Educatitm |GOI 1986], using actual 
expenditure per student (with modifications 
for improvement in quality, quantity and 
equity) and enrolment projections based on 
population projections.' This refers to all- 
India only. Tilak and Varghese (1991) used 
these estimates and made a few modi¬ 
fications.'* Tilak and Varghese (1992) also 
have made another estimate for the National 
Development Council’s Committee on 
Literacy (PlanningCommission). In all these 
cases unit cost norms have been formulated 
based on actual expenditure per student, 
supplemented by physical and financial 
norms provided by the GOI, mainly the 
ministry of education/human resource 


development (MHRD) and others. In other 
words, they were essentially derived from 
expenditure per student [see also Tilak and 
Varghese 1985]. Tilak and Kar(l994) have 
made more detailed estimates and the 
methodology is perhaps slightly more 
sophisticated. The analysis includes trend 
analysis of 10-12 years (since 1980-81) of 
expenditures on education by levels and by 
states. We have not claimed that this is the 
best method-the perfect ‘normative’ method. 
But I certainly argue that this is better than 
the methods that involve a high degree of 
arbitrariness and compared to the present 
rather ad hoc method of estimation of resource 
requirements, or estimation based on the 
level of availability of resources rather than 
the needs of the system, or even based on 
other considerations, a method strictly based 
on enrolments and unit costs could be seen 
as a significant improvement. 'The.se two 
parameters, viz,enrolments and expenditures 
per student formed the basis for the ‘norma¬ 
tive’ estimates of resources for education to 
be devolved to the states by the Ninth Finance 
Commission. 

Database; BNROLMbNT versus 
\ Attendance 

First, about the database and the use of 
enrolments. That the database for making 
reliable estimates of resource requirements 
for education in India is weak needs no 
emphasis. As a result, quite a few arbitrary 
assumptions had to be made in all our studies 
cited above and even in the study by 
Ramachandran et al. 

That there are wide differences between 
the data on enrolment provided by the 
MHRD and National Council of Educational 
Research and Training (NCERT) on the one 
hand, and by the Census and NSSO on the 
other, is also well known.’ The differences 
are accounted by two factors; (i) MHRD/ 
NCERT figures refer to gross (unadjusted 
for over and under aged children) enrolment 
of children in schools, while NSSO/Census 
data refer to net (exclusive of over and under 
aged children); and (ii) fletitious enroln^nts 
reported by MHRD/NCERT as against 
supposedly correct enrolments estimated 
by NSSO/Census. Earlier studies [e g, 
Kurnen 1983] have revealed that there is a 
25 per cent difference between the two 
sets of enrolment figures, the figures of the 
MHRD being higher." However, few studies 
arc available that could decompose this 
25 per cent into the above two factors. 


It is also important to note that Census/ 
NSSO fail to make any distinction between 
‘enrolment’ and ‘attendance*,’whiieMHRD/ 
NCERT take note of it, but concentrate more 
on enrolments in the context of planning 
education in general.' In the absence of any 
idea of the relative magnitude of the 
phenomenon of fictitious enrolments, I feel 
that use of official data is appropriate at least 
for certain important purposes, though I agree 
that the other data are more relevant in case 
of estimating net enrolments and inestimating 
the additional number of children that needs 
to be enrolled in schools to universalise 
elementary education." Unless the difference 
between enrolments and attendance does 
remain unchanged throughout the year - not 
an altogether tenable assumption, complete 
reliance on attendance might cause problems 
in resource planning - physical and financial. 

The official data on enrolments arc 
available continuously for the last 4()-odd 
years, while the Census/NSSO data are 
available only for certain points of time. This* 
also compels the researchers to use official 
enrolment data, despite the limitations such 
data carry with, if any time scries analysis 
has to be carried out. 

I strongly feel that in the present conte.it 
of estimation of resource requirements, 
particularly actual expenditure per student 
(in the past) may have to be estimated with 
the help of gross enrolments, and not based 
on net enrolments."’ After all, budgetary 
resources - teachers and a few other physical/ 
financial and human resources - are (or are 
expected to be) provided based on official 
enrolments, not ba.scd upon net enrolments 
or actual attendance. Teachers are provided 
based on norms regarding teacher-pupil 
(gro.ss enrolment) ratios; physical material 
(like some items in theoperation black board 
material) and financial or physical incentives 
to students are provided to schools mostly 
ba.scd on enrolments." This is the most 
important reason why we have used official 
data on enrolments in our exercise. We have 
not envisaged that this practice wouldchange 
in the next five years, even if it is argued 
that the change is desirable. 

Still the problem is not completely solved. 
We have t^en total gross enrolments in the 
base year, and have estimated resources for 
the future taking into account only net 
enrolments in the target year. This method 
will automatically take care of the gap in the 
age-specific (6-14) enrolments, i c, target 
minus the present level. It may be borne in 
mind that we have not made any estimates 
separately about the gaps in enrolments or 
resources. The problem becomes serious if 
separate estimates are made for the gaps. 
Nevertheless, the problem remains, as our 
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rmar’i»tiinaies do not make any allowance 
for enrolment of over and under aged chi Idien. 
Generali y oneexpects thedifference between 
gross and net enrolments to decline as 
enrolments increase. However, we cannot 
expect it to decline to negligible proportions 
by the turn of the century.'-’ So the final 
estimates have to be adjusted upwards by 
the magnitude of difference between the 
gross and net enrolments. We are aware of 
this i.ssue and have made it clear in the study 
(pp 23 and 30). Ramachandran et al 
unnece.ssarily find problems with my 
analysis, partly because they ignore the point 
that they have c.stimuied the gaps in 
enrolments and invcMinents in I99.‘5, while 
wc have estimated resource requirements for 
future up to 2000 AD, which are inclusive 
of the gaps, and that we have nut made 
separate estimates fur gaps only. 

Expr.NDn iiRr. per S ii'uent versus Cost 
PER Studeni 

In oiir study, expenditure per student is 
estimated for each stale separately; with the 
hel p of projections on population, enrol meni 
projections are made for elementary 
education; and using a simple regression 
function of expenditures on enrolments (for 
the last 10 plus yeais) separately for each 
state, resource requirements for the future 
arc estimated separately for major states in 
India. It could be easier to use current 
enrolment figures and all-India unit costs in 
such a context, as Ramachandron et al have 
now made.*' In our eailier studies we have 
used enrolment projections and unit per 
student costs - specific to states or all-India. 
We have not preferred this method to the 
one we have chosen in our recent study 
[Tilak. and Kar 1994| for the following 
reasons: (i) unit expenditures or costs on 
education in each state arc different, and 
there is no iea.son to take one .set of national 
level figuies, when we have to estimate the 
icquiremcnt of resources separately for each 
state; even if wc were to consider any cost 
norms, th is argument holds gcxid; they cannot 
be the same for al 1 states; (li) to be pragmatic. 
It isalso neces.sary that the resource allocation 
pattern in the near future in different states 
will have to be based to some extent on the 
recent past trends m each state; and (iii) wc 
can avoid making a lot of arbitrary 
assumptions about unit costs, which could 
be subject to a wide margin of errors and 
questions. .With respect to (iii), for example, 
one can easily question all the figures in 
Table 8 of Ramachandran et al’s paper,*' and 
in any negotiation with the resource planners 
(the Finance Commission or the Planning 
- Commission or the departments of education 
or with international aid agencies), it may 
not be surprising if the GOWB or 
Ramachandran and his colleagues agree to 
make marginal or significant modifications 


in these estimates (upward or downward) 
without any sufficient rationality, which 
would completely change the final estimates 
of investment requirements.” Alternatively 
some rationality could be provided for 
revising these figures.'" My point is, unless 
the cost norms are formulated with utmost 
care and taking into account the actual 
physical needs of schools and their prices 
in different regions, they do not have much 
sanctity. They arc often fi xed based on vague 
notions and/or as thumb rules in the absence 
of detailed knowledge and evidence on actual 
levels of expenditure in the given context.” 
The very need to reduce such kind of 
arbitrariness has led us to choose a different 
method, though I have used such norms in 
earlicrcxerciscs and corresponding estimates 
could be treated as somewhat crude and less 
refined, however detailed they arc. 

Ramachandran et al arc, however, right in 
arguing that conceptually expenditure on 
education per student and unit cost per student 
are different. If we ignore for a moment, the 
aspects of non-inclusion of certain important 
components of costs (students' costs 
including opportunity costs, etc) and a few 
other conceptual and methodological issues,'" 
expenditure per student ex post is equivalent 
to I he costs of education incurred per studeni. 
Hence expenditure per student .serves the 
purpose on hand and this has been used 
earlier by several researchers.'"The premise 
is that resources will have to be provided 
to education in the near future at the same 
level of expenditure per student as incurred 
I n the past. That the base year (past or current) 
levels of expenditure per student are not 
adequate could be answered with the help 
of a modification in the tigureson expenditure 
|)cr student, i e, the figures on expenditure 
on education per student could be revised 
upwards so as to incorporate the provision 
of all desirable inputs to the school system.^" 
.Such modified figures could still be referred 
to as desired level of expenditure per student 
or as desirable levels of costs of education. 
When the cost norms are provided by the 
government, they could, in principle, as well 
be actual (or modified) levels of expenditure 
per student. So the use of expenditure on 
education per student by the Ninth Finance 
Commission and by us as a proxy for unit 
costs is not a serious (law as felt by 
Ramachandran et al (p 44) al least in the 
present context. 

Specification of the Cost Function 

Now about the regression equation: the 
Ninth Finance Commission has used in a 
regression equation four independent 
variables, viz, enrolment ratio, student- 
teacher ratio, differences in the average 
salaries of primary school teachers across 
states, and price differential across states. I 
have included only enrolments as an 


explanatory variable in my equation. Now 
Ramachandran et al argue that I should have 
included student-teacher ratios, density of 
population, salaries etc, as additional 
explanatory variables. 

While there can be scope for marginal 
improvemcntinthespecification.oursimple 
equation is not inadequate for our purpose. 

I feel that expenditure per student 1$ (and 
should be) meaningfully and significantly 
related to enrolments (not enrolment ratios^ 
Though student-teacher ratio is generally 
found to be the most important variable in 
influencing expenditures on education,^' 
since this and variables like teachers’ salaries 
are policy variables that can be (and are) 
subject to mani pulation, deliberately wc have 
not included this in our equation. After all, 
analysis of determi nants of costs/expenditure 
per studeni is not the purpose of our study.*' 
Projection of resource requirements is the 
main objective and the question is: given the 
expected growth in enrolments, what will be 
the total requirement of resources and this 
question could he answered with the help 
of the simple equation estimated. Hence for 
the purpose of estimation of resource 
requirements, using a simple cost function 
(regressing costs on enrolments alone) may 
not seriously suffer from any problem of 
mis-spccification or under-specification,*' 
while at the same time, I agree that some 
scope exists f(>r marginal improvement in 
the specification. 

To conclude, 1 find all the three points of 
criticism of my approach by Ramachandran 
et al arc not valid. Secondly, since our 
esti mates are based on two i mportan t criteria, 
viz, enrolments and unit expenditures, we 
called them ‘norm-based’; or ‘normative’ 
estimates, the same term used by the Ninth 
Finance Commission and we feel that this 
is not incorrect. At the same time, we do not 
claim that ours is the best method. There is 
scope for further refinement. 

II 

Now afew points on Ramachandran et al’s 
analysis: Since the main objective of 
Ramachandran et al’s paper is to provide “a 
methodology for statewise estimates o;' the 
magnitude of resources that need to be 
mobilised...”, one expects quite a few 
important details on methodology, which 
.',re unfortunately missing in addition to the 
ones mentioned in Section I, the following 
may be noted. 

Using the population projections for 1995,. 
and based on NSSO data on number of 
children (in the age groups 5-9 and 10-14) 
attending/non-attending the schools in 1987- 
88, Ramachandran et al have estimated the 
number of children of the age-group 6-11 
attending and non-attending the schools in 
1995 assuming the same ratio between the 
number of children (of the age-group 5-14) 
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attending and non-attending as in 1987-88. 
There are two points: first, pattern and 
magnitude of attendance/non-attendance 
vai> significantly between the age-groups 
5-9 (or 6-11) and 10-14 (or 11-14). NSSO 
data in Tables I and 2 in Ramachandran et 
al’s paper confirm it.” Therefore the use of 
attendance ratios (weighted or not) relating 
to 5-14 age-group for the children of the age- 
group 6-11 results in underestimation of the 
number of children attending and over 
estimation of the non-attending children. 
Ramachandran et al .seem to have ignored 
this aspect. 

There is another problem. One expects 
somesignifleant improvements to have taken 
place in school education between 1987-88 
and 1995. Factors responsible for 
improvement include, inter alia, concrete 
action following the National Policy on 
Education 1986 and the launching of DPEP 
with external assistance. For instance, while 
in 1987-88 according to NSSO. only 50.1 
per cent of the children of the age-group 5- 
14 attended schools, as reported by 
Ramachandran et al (p 41) which were used 
to estimate the figures for 1995, according 
to UPS (1993) national survey, the 
corresponding proportion is 67.5 per cent in 
1992-93 for the age-group e-M." Further, 
according to the MHRD (1995) figures, the 
rate of dropout in primary education has 
(teclined from 44.3 per cent in 1990-91 to 
36.3 per cent in 1993-94, the latest year for 
which .such data are available. Since no 
mention has been made, one might conclude 
that Ramachandran ct al do not seem to have 
made any allowance for the improvement 
during this period. 

Secondly, the use of same unit costs for 
all states cannot be justified, when prices 
differ across different stales. They could at 
best be appropriate for West Bengal, but not 
necessarily for all states in India. Similarly, 
in their Table 7, the available figures on 
government expenditure on elementary 
education in various states are converted 
into 1980-81 prices using all-India GDP 
deflators for allstates.” SDP deflators derived 
separately for each state have to be used in 
such a context, as we have attempted in our 
study. That such deflators for many states 
might not be available for the recent years 
could be a reason for this. But this was not 
even mentioned, giving an impression that, 
like unit costs, the national level GDP 
deflators could be used for all states without 
any reservation. Though Table 7 is not 
important while estimating investment gaps, 
it is an important part of analy.sis. Hence the 
weakness has to be noted. 

Thirdly, Ramachandran et al have not made 
any estimates of investment requirements 
for pri mary education for the next five years, 
contrary to such an impression that could be 
created by the abstract, the first line of the 


mncluding section and their attempt to 
compare their study with outs. Specifically, 
their figures refer to 1995; the estimated 
Investment requirements are not for the next 
five years, as they do not take into account 
the likely growth in the number of children 
attendin^non-attending in the next five years. 
This is a serious omission in a study of this 
kind. What they have estimated is requirement 
of resources needed to meet the costs of 
schooling of the children already attending 
and those not attending schools as in 1995 
and since all the costs cannot be met suddenly 
in one year, they are spread over the next 
five years. The yearly investment require¬ 
ments during the next five years would be 
higher than the e.stimates given in Col 2 of 
Table 9, as the number of children in the 
age-group 6-11 would increase. 

To conclude, there are quite a few impor¬ 
tant methodological weaknesses in Rama¬ 
chandran et al’s paper that claims to be 
providing a good methodology. In fact, they 
fail to provide any methodology: they take 
attendance and non-attendance figures in a 
year and multiply them with unit costs given 
by the government; secondly and more 
importantly, their approach cannot be viewed 
as a superior one to the one that we had 
adopted; and their criticism of our approach 
is irrelevant and misleading. The very scope 
of our study and theirs is not the same. 

Not» 

(The comments received from N V Varghese are 
gratefully acknowledged.] 

1 See Tilak (1996b) for a highly abridged form 
of ihe study. 

2 Ramachandran et al find my study [Tilak and 
Kar 1994] as the only one of its kind on this 
problem. They, of course, have not bothered 
to refer to my other studies cited therein. 

3 A ‘modified’ version of the same was 
published as an outcome of the seminar in 
the Bulletin of the Madras Institute of 
Development Studies (1985). 

4 Original version [Tilak and Varghese 1983] 
was prepared for the Planning Commission 
in the context of Ihe Sixth Five-Year Plan. 
This also provides a statewise analysis. 

5 There are also diflerences, though of a lesser 
magnitude, between NSSO and Census 
estimates, and also between MHRD and 
NCERT figures on enrolments. Based on 
another national survey, NCAER (1994) 
provided yet another recent set of estimates 
on non-enrolment, dropouts and private 
expenditures. 

6 Though in principle, education institutions 
should be :n a better position to correctly 
report the enrolments, as compared to 
households, Ihe household surveys arc mostly 
regarded as more reliable than data provided 
by institutions, particularly in case of primary 
education. 

7 Ramochandrancialdonotrefertotheconcepts 
of gross and net enrolments: accordingly they 
argue that 'wbileenrolment in primary classes 
refers to children (of all ages) studying in 
primary schools, attendance refers to the 


pereentage of childion in n spreified age- 
group atiendiiig schoor (p 44). It may he 
noted that attendance rates do not necessarily 
refer to specific age-groups, unless so rlefined 
and estimated. 

8 ‘Enrolled but not attending* is an importonl 
category on which NSSO has probably tried 
to collect data in its S2nd round. 

9 In fact, the difference between gross and net 
enrolments is important only in the context 
of estimating enrolment ratios. 

10 Remember, dednitioruilly ‘gross’ refers to 
enrolments inclusive of over and under aged 
children. If they are exclusive of fictitious 
enrolments, it would be excellent. But 
fictitious nature could as well be a part of both 
gross and net enrolment and attendance 
figures. 

11 There could however, be $611 some important 
items which are provided not on the basis of 
enrolment. 

12 iritis assumed that Ihe percentage difletence 
between gross and net enrohnems remains the 
same throughout the period under study, 
estimation of expenditure per student oneither 
bosisonduseof the same inestimating resource 
requirements for future will not pose any 
problem. 

13 Ramachandran et al have however made no 
enrolment projections for the future. They. 
have only estimated enrolments and non¬ 
enrolments in 1995. 

14 They ore probably formulated by the GOWB 
for the externally assisted project on primary 
education, familiarly known asdisirict primary 
education programme (OPEP). If so, it .s 
probable that GOWB might use an altogether 
diflcieni set of cost norms for projects to be 
completely funded out of domestic resources. 

15 This is not a secret that in India governments 
are ready to change such cost norms very 
often to suit the circumstances, largely 
influenced by supply side factors. A scrutiny 
of, say, successive stages of Five-Year Plan 
formulation (from the preparation of the 
working group reports, the draft plans to 
finalisation of the plans) reveals this clearly 
Cuts in plan outlays in these surxessi ve stages 
without cutting the physical targets might 
imply downward revision of unit costs. The 
original recommendations of the working 
group tend to be based on unit costs/ 
expenditure per student while Ihe final outlays 
are influenced by the supply factors, the 
availability of resources. 

16 For example, rarely a school of 1.50 children 
has five teachers. And on average a sturlenl- 
teacher ratio of 40; I is genemily followed in 
teacher planning in primary schools in India. 
So one can easily gi ve aconvincing alternative 
norm for costs on teachers' salaries to the one 
proposed by Ramachandran et al. 

17 For example, after noting that countries like 
Singapore and Thailand spend 79-123 US 
dollars per student in primary educadon and 
other countries such as Korea and Hong Kong 
spend much higher, Rao (1992) felt that India 
should have spent a unit co.st of 100-150 US 
dollars per student or a total of 9 billion US 
dollars on primary education in 1986. 
Similar estimates were made for other levels 
of education as well. The lack of any convin¬ 
cing base for such cost estimates is often 
clear. 

18 E g, Cohn and Geske(1990) define economic 
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Gosis (of educarion) ai minimum coits to 
(Uoduce a given level of output. See also 
Tilak (l98Sa). 

19 faiodditiontooursiudiesciiedearlier.iccently 
Chaudhuri and Reddy (1996) have estimated 
the requirement of lesources for primary 
education in West Bengal taking the base 
year expenditure per student and enrolment 
projections. Several studies conducted in the 
context of DPEP fNIEPA 1994) also use a 
similar base year expenditure per student. 

20 Such modi fications could be made to the final 
estimates that we have made, as we have 
mentioned (p 30) 

21 It is so important, that when it is included, 
all other variables including enrolment might 
turn out to be statistically not significant. See. 
e g. Tilak (1992). 

22 See, e g, Tilak (1979) for a detailed analysis 
of cost functions in higher education m India. 
But many studies on cost functions tend to 
get confined to enrolments (in simple and 
quadratic forms). Sec Cohn andGcske (1990). 

23 It is also quite common in the literature to 
use a simple regression equation of this kind. 
See, for example, Verry and Davies (1976), 
and Clotfellcr et al (1991). 

24 Estimates on children attending schools in 
I99.S could have been given along with those 
non-attending given in Table 4. 

25 Data in these tables differ from the data given 
b) Visoria ei al (1993) Note that both arc 
ba.sed on the same source (NSS 43rd Round, 
1987-88). Sec aUo Tilak (1996a) that gives 
similar data based on 42nd round of NSSO 
(1986-97) for the age-groups 6-11 and 12- 
14. 

26 Though they are two different surveys and 
hence their strict comparison may be 
problematic, they might indicate some idea 
of the extent of improvement during this 
penod. 

27 Further, it may also be noted that figures 
relating to 1991-92 ore actual; those relating 
to 1992-93 are revisedesUmates and the others 
were budget estimates. Since there arc 
significant deviations between actual and 
budget/re vi.sed estimates, this may have to be 
stated clearly, (along with denomination' they 
ore in million). 
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Journal of Education and Social Change, 4 
(4), Jonuaiy-March, pp 24-59 
Verry. D and P Davies (1976): University Costs 
and Outputs, Elsevier, Amsteidam. 

Visalia, P. A Gumber and L Visaria (1993); 
'Literacy and Primary Education in India; 
1980-81 to 1991’, Jimmid of Educational 
Planning and Administration, 7(1), January, 
pp 13-62 


- 

radical 

JOURNAL OF HEALTH 

January-March 1996 

Investment in Medical Equipment: 

Study of Private Hospitals in Madras 
Famine and Epidemics: Insights from Major Famines 
in Late 19th and Early 20th Century 
Reproductive Health and Women; Review of Literature 
Toxic Legacy of Union Carbide in Bhopal 
National Disease Control Programmes 
Specially Compiled Data 

Single Copy; Rs 25 
Subscription Rates (India): 

. Individuals: Rs 100(1 year); Rs 180 (two years) 

Institutions: Rs ISO (I year) 

Foreign (In US Dollars; (Annual) 

Asia, Africa and Latin America IS (Individuals) 

30 (Institutions) 

Other countries 2S (Individuals) 

60 (Institutions) 

All remittances to Radical Journal of Health. For outistation cheques (Indian) 
please add Rs 14. 

Write to: 

Radicd Journal of Health 

19 June Blossom Society 
60-A, Pali Road, Bandra 
Mumbai 400 OSO 

\ _ / 


S Sukanya 

-A rap Maharatna 
-Malini Karkal 
-Salinath Sarangi 

-Ravi Duggal 
Sum! Nadraj 
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ICICI BANKING CORPORATION LIMITED 

Registered Office: 'Landmark'. Race Course Circle. Alkapurl, Baroda 390 015 


BALANCE SHEET AS ON MARCH 31. 1997 


(Rupees in thousands) 



CAPITAL AND LIABILITIES 

Capital I 

Reseives and Surplus 2 

Deposits 3 

Boirowings 4 

Other liabilities and 
provisions 5 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances virith banks and 
mone^ at call and 
short notice 
Investinenis 
Advances 
Fixed Assets 
Other As.sets 


Contingent Liabilities 
Bills for collection 


Pnncipal Accounting Policies 
and Notes on Accounts 17 



As on 
31.03.97 

As on 
31.03.96 

150,00,07 

31,87,85 

1347,60,05 

92,98,50 

150.00.07 

6.75.28 

729.90.19 

208.98.94 

159,40,42 

61.48.11 

1781,86,89 

1157.12.59 

150,33,52 

104.27.27 

222,58,08 

435,34,96 

798,00,06 

96,37,37 

79,22,90 

58.68.83 

262.77.01 

650.75,26 

46,48,67 

34.1.5,55 

1781,86,89 

11,57,I2..59 

1495,76,36 

801,40.73 

123,01,23 

30.31,40 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
MARCH 31. 1997 


(Rupees in thousands) 


INCOME 

Interest earned 
Other income 

Total 

EXPENDITURE 


Schedule Year Ended Year Ended 
31.03.97 31.03.96 


193,05,72 116.13.28 

42,61,74 24,91.5.3 

237,67,46 141.04.83 


Interest expended IS 

Operating expenses 16 

Provisions and contingencies 
(Refer Note 2J 

Total 

PROFIT/LOS.S 

Net profit/loss (-) for the year 
Profit/loss (~) brought forward 

Total 

APPROPRIATION.S 

Transler to .Statutory Reserve 
Transfer to other reserves 
Transfer to pniposed dividend 
Balance carried over to 
Balance Sheet 


Pnncipal Accounting Policies 
and Notes on Accounts 17 


129,46,41 

40,48,87 

27,59,60 




84,91.51 

27.44.77 

12.17.53 


124,53.81 



Hic Schedules referred to above form an integral part of the The Schedules referred to above form an Integral part of the 
Balance Sheet Proftt and Loss Account. 


As per our Report of even date 


For Lodha & Company 
Chartered Accountants 

N. Kishorc Bafna 
Partner 


Mumbai, April 19. 1997. 


For and on behalf ot the Board of Directors 


P.V. Maiya 
Chairman 


R.S. Raghavan 
Executive Vice President 
(Corpuraie Accuunis & Taxation) 

Bhashyam Seshan 
Company Secretary 


B.V. Bhargava 
Director 


Smt. Lalita D. Gupte 
Director 


K.V. Kamath 
Director 


Rajan Datar 
Director 

Ashok Gulati 
Director 


R. Rajamani 
Director 
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ICICI BANKING CORPORATION LIMITED 

Uegtstered Office- ‘Landmark’, Race Course Circle. Aikapuri, Baroda 390 015 


SCHEDULES FORMING PART OF THE BALANCE SHEET 


(Rupees in ihousands) 


As on As on 

31.03.97 1.03 96 


SCHEDULE 1 - CAPITAL 
Authorised Capital 
30,00,00,0<X) ^uily shares 
of Rs 10 each 

Issued. Subsenbed and Paid-up Capital 
I S,(X),(K),7(X) Equity shares of 
Rs. 10 each 
Less- Calls unpaid 
Add. Forfeited .shares 



150,00,07 150,00,07 




150.00,07 


SCHEDULE 2 - RESERVES AND 

SURPLUS 

I Statutory Reserves 
Opening balance 
Additions dunng the year 
Deductions during the year 

II. Capital Reserves 
Opening balance 
Additions during the year 
lyeduclinns during the year 

III Share Premium 
Opening balance 
Additions during the year 
Deductions during the year 

IV Revenue and other Reserves 
Opening balance 
Additions during the year 
Deductions during the year 

V. Balance in Profit and 
Loss Account 


SCHEDULE 3 - DEPOSITS 
A I Demand Deposits 

I) Irum bunks 

II) from others 

II Savings Bank Deposits 

III Term Deposits 
i) from banks 
It) from others 


6,.36,00 1,97,00 

25,50,00 4.39,00 


1,85 

"31,87,85 


.39,28 


6,75,28 


3,.35,35 1.09.84 

312,97,69 I85,.59.99 

49,6743 18,51,04 

94,474 4 82.20.85 

887,12,54 442.4'8.47 


1347,60,05 1 729.90,19 


Deposits of branches 
in India 

Deposits of branches 
outside India 


SCHEDULE 4 - BORROWINGS 

I Borrowings in India 

i) Reserve Bank of India 
li) Other banks 
iii) Other institutions and 
agencies 

II. borrowings outside India 
Total 

Secured borrowings in I & II above 
Rs. NIL’ 


729.90.19 



SCHEDULE 5 - OTHER 
LIABILITIES AND PROVISIONS 
1 Bills payable 

II. Inier-olTice adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 


SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I Cash in hand (including 
foreign currency notes) 

II Balances with Re.serve Bank 
of India 

I) in Current Accounts 
ii) in other accounts 


SCHEDULE 7- BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 
I. In India 

i) Balances with banks 

a) in Current Accounts 

b) in other deposit 
accounts 

II) Muncy at call and short 
nonce 

a) with banks 

b) with other institutions 


II Outside India 

I) in Current Accounts 
li) in other deposit accounts 
III) Money ai call and short 
notice 

Total 

Grand Total (I and II) 

SCHEDULE 8 - INVESTMENTS 

I. Investments in India in 

I) Government Securities 
ii) Other approvi d .securities 
lii) Shares (Refer Note 3(a)) 
iv)’ Debentures and 

Bonds [Refer Note 3(b)] 

V) Subsidiaries and/or juini 
ventures 

vi) Others (CPs, Mutual Funds, 
Units, etc) 

[Refer Note 3(c)) 

Total 

II. Investments outside India 

Grand Total 



(Rupees in thousands) 


As on 
31.03.97 

As on 

31 03.96 

68,79.02 

26.84.71 

5,66,89 

84,94,51 

3,96,90 

30,66,50 

159,40,42 

61.48.11 

2,62,35 

1,1.3.14 

147,71,17 

103.14.13 

150,3.3,52 

l(M.27.27 

21,25,54 

8.03,07 

105,16,96 

- 

- 

42,25,05 

126,42,50 

50,28,12 

1.3„5.5,I3 

8,40.71 

82,60,45 

- 

96,15,58 

8,40.71 

222,58,08 

58.68,8:. 

31.3,.3641 

174.49.43 

10,46,70 

9.38.30 

69,.33,63 

76.96,66 

42,18,22 

1.92,62 

43544.96 

262,77,01 

- 

- 

435,34,96 

262,77,01 
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ICICI BANKING CORPORATION LIMITED 

Regetered Office: 'Londmafk', Roce Course Clfdo. Alkopurl, Barodo 390 015 

SCHEDULES FORMING PART OF THE BALANCE SHEET 

(Rupees in thousands) 

(Rupees in thousands) 


As on 

As on 


As on 

■laECHB 


31.03.97 

31.03.96 


31.03.97 


SCHEDULE 9 - ADVANCES 



SCHEDULE 11 - OTHER ASSETS 



A. i) Bills purchased and 



1. Inter-ofTice adjustments (net) 

- 

- 

discounted 

76,39,79 

66.18.42 

11. Interest accrued 

13,71,17 

9.92,06 

ii) Cosh credits, overdrafts and 



III Tax paid in advance/tax 



loons repayable on demand 

632,10,49 

499,32,44 

deducted at source (net) 

11,72 

17,55 

iii) Term loans 

89,49,78 

85.24.40 

IV Stationery and stamps 

89 

51 




V. Non-banking assets acquired 



Total 


650.75,26 

in satisfaction of claims 

- 

• 




VI. Others [Refer Note 5] 

65,39,12 

24,05,43 

B. i) Secured by tangible assets 

771,17,46 

579.77.92 

Total 


34.15.55 

ii) Covered by Bank/ 






Government Guarantees 

- 

1.31.02 

SCHEDULE 12 - CONTINGENT 



lii) Unsecured 

26,82,60 

69.66.32 

LIABILITIES 






1. Claims against the Bank not 



Total 


650.75.26 

acknowledged as debts 

37,46 

23,00 




II Liability for partly paid 



C. I Advances in India 



investments 

1,00,03 

1,00.00 

i) Priority Sector 

219,22,37 

76..14.37 

111. Liability on account ot 



II) Public Sector 



outstanding forward 



lit) Banks 

15,02,52 

3,08.94 

exchange contracts 

1047,21,20 

418.44.04 

IV) Others 

563,75,17 

.571,31.95 

IV Guarantees given on behalf 






of constituents 



Total 

lri'j,fi!i7IM 

650.75.26 

a) In India 

185,59,37 

91.02.98 




bi Outside India 

- 

- 




V Acceptances, endorsements 



II. Advances outside India 



and other obligations 

250,96,36 

284.96.75 

i) Due from banks 

- 


VI. Other items for which the Bank 



li) Due from others 



IS contingently liable 



a) Bills purchased and 



Underwriting 

- 

- 

discounted 

- 

- 

Bills Rediscounted 

10,61,94 

5.73,96 

b) Syndicated loans 


- 




c) Others 

-■ 


Total 

1495.76,36 

801.40.73 

Total 

- 

- 

SCHEDULES FORMING PART OF 

Year Ended 

Year Ended 

Grand Total (C. 1 A II) 


650.75,26 

PROFIT AND LOSS ACCOUNT 

31.03.97 

31.03.96 




SCHEDULE 13 - iNTEKE.ST 



SCHEDULE 10 - FIXED ASSETS 



EARNED 



1. Premises [Refer Note 4] 



1 lnteresi/di.scount on 



At cost as on 31st March of 



advances/bills 

134,06,16 

70,33.80 

preceding year 

3,40,99 

79.37 

II. Income on investments 

54,64,97 

40,03.78 

Additions dunng the year 

25,40,74 

2.61,62 

III. Interest on balances with 



Deductions dunng the year 


- 

Reserve Bank of India and 



Depreciation to date 

(50,43) 

(12.21) 

other Inter-bank funds 

2,86,78 

5,75,70 




IV Others 

3,47,81 


II. Other Fixed A.ssels (including 






Furniture and Fixtures) 



Total 

195,05,72 

116.13.28 

At cost as on 31st March 






of preceding year 

18,32,66 

11,20,-52 

SCHEDULE 14 - OTHER 



Additions dunng the year 

13,09,41 

7.71,27 

INCOME 



Deductions during the year 

(6,65) 

(.59,13) 

1 Commission, exchange and 



Depreciation to date 

(10,96,15) 

(5...4,42) 

brokerage [Refer Note 6] 

14,85,47 

9.40,60 




II. Profit on sale of investments 

11,47,01 

5.07.83 

III. Assets on Lease 



tjess Loss on sale of 



At cost as on 31st March of 



investments 



preceding year 

31,10,83 

- 

ill. Profit on revaluation of 



Additions dunng the year 

21,64,03 

31,10.83 

investments 

1,68,91 

97.27 

Deductions during the year 


- 

/.e.f.r: Loss on revaluation of 



Depreciation to date 

(2,74,97) 

(50.86) 

investments 

- 

(75) 

Accumulated lease adjustment 

(2.33,09) 

(38.32) 

IV. Profit on sale of land, buildings 



Total 

96,37,37 

46,48.67 

and other assets 

(Contd..) 

(3,65) 

3 
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ICICI BANKING CORPORATION LIMITED 

Registered Office. 'Londmork'. Race Course Circle. Alkapurl. Baroda 390 015 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rupees in thousands) 



(Rupees in thousands) 


SCHEDULE 14 - (Contd.) 

V. PruHt on exchange transactions 
Less Loss on exchange 
transactions 

VI Income earned by way of 
dividends, etc . Iroiii subsidiary 
companies and/or joint ventures 
abroad/m India 

VII Miscellaneous 
Income (Refer Note 7| 


SCHEDULE 15 - INTEREST 
EXPENDED 

I. Interest on deposits 

II. Interest on Reserve Bonk 
of India/Intei-bank 
borrowings 

III Others 


Year Ended Year Ended 
31.03.97 31.03.96 


7.96,37 


6.03,67 I ..50,20 


42,61,74 24.9I..S5 



SCHEDULE 16 - OPERATING 

EXPENSES 

I. Payments to and provisions 
fur employees 

II. Rent, taxes and lighting 

III Printing and stationery 

iV. Advertisement and publicity 

V. Depreciation on Bank’s 
property 

VI. Directors' fees, allowances 
and expenses 

VII Auditors' fees and 
expenses (including 
branch auditors) 

VliJ Law charges 

IX Postages, telegrams, 
telephones, etc 

X. Repairs and maintenance 

XI Insurance 

XII Other expenditure 
(Refer Note 8| 



SCHEDULE 17 

PRINCIPAL ACCOUNTING POLICIES AND NOTES ON ACCOUNTS 

A. PRINCIPAL ACCOUNTING I*OLICTES 

1 General: 

The financial statcinciUs are prepared on histoiical cost basis and coiifonii to statutory provisions and piactices pievalent 

2 Investments: 

a) All investments arc held in 'current’ category and are valued at lowei of co.si and maikct/fair value, on the basis ol RBI 
guidelines 

b) Costs such as brokerage, commission, etc., pertaining to lixcd meutne securities, paid at the tunc ol acquisition, arc charged 
to revenue. 

c) Broken period interest on debt instruments is ticated as icvenue item, net ol voucher gain/loss. 

3. Advances, Income Recognition and Provisioning: 

a) All ciedit exjiosures are classified as per the RBI guidelines into standaid, sub-standard, doubtful and loss assets for income 
lecognition and provisioning 

b) Interest income is recognised m the Profit and Loss account as it accrues except in the cases ol sub-standaid. doubtful and 
loss assets: interest on accounts treated as sub-standard, however, is ciedited to interest Suspense Account and not reckoned 
as mcoiiie in the accounts. 

c) Provision for sub-standard, doubtful and loss assets is made in conformity with the RBI guidelines and the lelative provisions 
in the income-tax Act, 1961 

4 Fixed as.sebi and depreciation: 

a) Premi.ses and other fixed assets arc accounted tor at historical cost Depreciation is piovided lor on 'written-down value* 
method except on leased assets where depreciation is on 'straight line’ method at the rates piesciibed m Schedule XIV to 
.the Companies Act. 1956 

b) Depreciation is provided at the rates as per Schedule XIV to the Companies Act, 1956. except on a few items pertaining 
to communication and office equipments where it is provided at 40 per cent as against prescribed rate ot 13 91 per cent. 

c) Pertaining to additions, depreciation is being provided on a pro-rata basis for completed months ignoring, however, depreciation 
foi a particular month in respect of additions made after ISth day of that month. 

5. Forex transactions: 

a) Monetary assets and liabilities are translated at exchange rates prevailing at the close of the year. 

b) Unrealised gams or losses on foreign currency designated asscis/liabiiities including forward exchange contracts as 
at the end of the yeai are ticated as per the RBI direclivc.s/the Foreign Exchange Dealers' Association of India guidelines. 

6. Staff benefits: 

a) Contributions to Gratuity/Provident/Pension funds for staff are being accounted on accrual basis 

b) Leave encashment liability is provided for as per the eligibility criteria of Bank’s rules. 
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MADRAS SCHOOL OF ECONOMICS 

(Behind Gk>vt. Data Centre), Gandhi Mandapam Road 

CHENNAI 600 025 


MSE is a centre of post-graduate studies in economics which attempts 
to maintain excellent standards in teaching and research comparable to 
those in well known international centres. It has also a research wing 
which carries out research projects sponsored by national and international 
agencies. 

MSE invites applications for a two-semester P.G. Diploma Course in 
Economics which begins on August 5 , 1997. It is designed for candidates 
with Master’s degree in economics with adeast 55 per cent marks and 
some training in quantitative tools who would like to be abreast with 
recent developments in economics. The thrust areas for research are 
environmental economics, energy economics, industrial economics and 
capital markets and financial services. Adequate financial support will 
be provided to a few deserving poor students. Hostel accommodation 
will be provided. Successful candidates will be eligible to join the 
School’s Ph.D. programme recognized by University of Madras and 
Anna University. 

MSE will consider engineering, maUiematics and statistics post-graduates 
with good academic record for Ph.D. work in economics in areas 
such as energy economics, environmental economics and industrial 
economics. 

For application form and other details, write to the Director, along with a 
crossed bank draft drawn in tavour of Madras School of Economics for 
Rs. 100, payable at Madras. Last date for receipt of completed application 
form is July 5, 1997. 


Printed by Krishna Rty at Modem Arts and Industries, ISl, A-Z Industrial Estate, Ganpatnio Kadam Marg, Lower Patel, Munibai-400 013 
and published by him for Sameeksha Trust from Hitkari House 9JU --• 
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,N THE BANKING INDUSTRY, 
ANCHOR YOUR FAITH 
IN OUR SCHEMES 



Our Schemes for your prosperity 


• FIXED DEPOSITS • SWECHHA DEPOSITS 

• STOCK INVEST DEPOSITS • KALPA- 
TARUVU • CASH CERTIFICATES • SULABH 
DEPOSITS • RECURRING DEPOSITS • STREE 
SAMAYA • KISAN MITRA • SAVINGS DANK 

• ABHAYA SAVINGS • KIDDY BANK • CURRENT 
DEPOSITS etc. 








Andhra Bank 

(A Govt, of India Undertaking) 
S-9-11, Head Office, Secretariat Road, 
Saifabad, Hyderabad - 500 004 


ALL IN BANKING - BANKING FOR ALL 
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: GENDER AND VIOLENCE IN NORTH INDIA; 

ENFORCING CULTURAL CODES 

COVERAGE AND LEAKAGES IN PDS: 
CASE OF ANDHRA PRADESH 

MAHASWETA DEVI: ACTIVIST AND WRITER 

COLLECTIVE VILUGES IN CHINESE 
MARKET 

« RETHINKING LEGAL JUSTICE FOR WOMEN 

H BRITAIN’S ESCAPE FROM POLITICAL 
PURGATORY 

■ SORRY STATE OF AGRICULTURAL 
WAGE DATA 

■ LEFT PARTIES AND CHIDAMBARAM’S 
BUDGET 

■ FINANCIAL SECTOR REFORMS AT COST OF 
REAL ECONOMY 




NOTIFICATION 


Giri Institute of Development Studies, Lucknow, jointly financed by the Indian Council of Social 
Science Research and the Government of Uttar Pradesh, has a vacancy in the post of Director. 
Applications are invited from suitable persons. 

Essential Qualifications: 

1. Professor in Social Sciences 

2. Administrative Experience: 

As the Director is both Chief Academic and Executive Officer of the Institute, the candidate 
must have not only academic qualifications, but also have some knowledge and understanding of 
administration of a research institute. 

Salary Scale : Rs 4500-150-5700-200-7300 (in accordance with the UGC scale) 

Rs 500/- as special pay in addition to basic salary and allowances. 

Period of Appointment : 5 years, which may be renewed. 

Minimum Age : 50 years and shall not exceed 60 on 1.7.1997 

Age of Retirement : 65 years 

Other Entitlements : a) Unfurnished, rent-free accommodation in the Campus. 

b) Telephone and transport as per the Institute Rules. 

Applications may be sent, through proper channel and addressed to: 

The Chairman 

Giri institute of Deveiopment Studies 

4/9 Shanti Niketan 
New Delhi 110 021 

Applications must be received by the end of 1st week of June, 1997. 

It may be stated that the Institute has a right to consider candidates even if they have not formally 
applied. 
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Cultural Codes, Gender and Violence 

Inter-caste and intra-caste marriages which infringe cultural norms 
and customary practices invariably lead to direct violence perpetrated by 
male family members on the couple generally and the girl specially. 
Analysis of this widespread phenomenon in rural north India 
throws up aspects of caste, class and gender which have crucial 
interconnections. 1019 

Financial Reform and Real Economy 

The sharp deceleration of industrial growth and severe setback to 
corporate pcrfonnance which provided the backdrop to the 
announcement of the monetary and credit policy for the first half of 
1997-98 called for innovations in the credit delivery system. But such 
innovation will be hindered by the Reserve Bank’s decision to remove 
reserve requirements on inter-bank liabilities, permil repo and reverse 
re|H) transactions in all dated government securities and expand 
cull money lending by non-bank financial companies. 990 

The latest credit policy announcement should be seen as an important 
first step in the direction of promoting and strengthening indirect 
monetary policy in.slrumenLs in a reforming monetary system. 1005 


Farm Wages 

An understanding of the methods of 
compilation of agriciilturul wages 
data is es.sentiai foi any study of 
wage trends and movements as 
well as tor discus.si()n of policy 
issues such as fixation of 
minimum wages. 1029 


Budget and the Left 

The enliy inlo the government of 
the TMC, with P ('hidambaram 
as Its star re|iie.sentalive. is hut a 
prelude to the eventual participation 
in the government of the Congress 
it.scif, which will signal the triumph 
of the so-called market-friendly 
policies set in motion in 1991, 
with the left parties watching 
helplc.ssly. The smooth passage 
through parliament of the 
1997-98 Budget has been a 
ciirtain-rai.scr. _ 997 

Collectives in the Market 

The process of market reform 
in China has led to many 
observable changes m the role 
and status of women. Do the 
collective villages show any 
differences in the matter of evolving 
gender relations? Arc collective 
villages better able to take 
environmental considerations into 
account? Overall, do producers 
fare better in the collective 
villages as compared to the 
usual post-reform villages? 1037 


PDS: Coverage and Leakages 

Considering the large subsidy 
incurred on’ the public distribution 
system by the central and state 
governments, the coverage of PDS 
and the leakages from it assume 
utmost importance. A study of 
the PDS ill Andhra Pradesh. 999 


Writer and Activist 

There are few writers of 
Mahasweta Dcvi’.s stainre today in 
whose career creative writing and 
activi.sm have been as clo.scly 
intertwined. 1003 


Legal Justice for Women 

In .seeking to undennine the 
centrality that religious communities 
have come to acquire in di.scussiur 
of legal Justice fur women, the crucial 
issues of slate involvement and the 
character of the legal system 
cannot he swept away. 1048 

Ethnicity and Nation 

Given the escalation of ethnic conflicts 
and contradictions in so many 
countries today, a more comprehensive 
frame of reference is needed for 
exploring the interrelationships of 
ethnicity, class and nation. 1010 

Change in Britain 

Tory reactionary dogma has been 
emphatically rejected in the UK in 
favour of flexible, pragmatic, just 
and democratic government. 1006 









LETTERS TO EDITOR 


SSP and Sustainable 
Development 

THE Narmada river and the Sardar Sarovar 
Project have claimed the attention of 
humanists across the country and beyond. 
Projects labelled developmental may, by 
distortion of conception and execution, 
prove disastrous to people on a macro scale. 
What is important is the protection of the 
rights of the people, including the right to 
their life and rehabilitation, without which 
sustainable development will be a mockery. 
The constitutional guarantees in Parts HI 
and IV A raise the level of consideration of 
sustainable development to a new humanist 
high. 

1'he Narmada Bachao Andolan has all 
along insisted that the life of the humble 
dwellers who will be drowned out of existence 
if the dam were built so high as to immerse 
the tribal habitations, rich forests and other 
treasures of the country, should claim national 
priority. When the World Bank sent a special 
team to study the issue of rehabilitation of 
the victims of displacement, they were 
satisfied that the prospect of rehabilitation, 
which is fundamental to the right to life, was 
prone to be an illusion. They wereof the view 
that in the absence of rehabilitation as a real 
prospect, it was not proper for the World 
Bank to help the project. Still later, various 
governmental and non-governmental 
cominittees and missions, including the five- 
member review group appointed by the union 
water resource ministry, itself headed by 
t hen member of Planni ng Commission Jay ant 
Patil, also were of the view (such is my 
impression) that the raising of the height of 
the dam would be inflicting depiivation of 
the right to life, to livelihood, to shelter and 
to the veiy existcnceof vast massesof humble 
dwellers. As a humanist jurist, and as one 
committed to constitutionally sanctioned 
compassion ivide Article SI A), I am of the 
view that (he matter being in the seisin of 
the .Supreme Court should not be made the 
subject of kulak agitation nr political 
intimidation. Rallies can be fabricated by 
the rich, agitational propaganda can be 
conjured up by the millionaire beneficiaries 
and developmental distortions presented 
as achievements by vested interests and 
political heavyweights. But what must 
prevail is the Constitution, including 
Article 21, Articles St A and 48 A. The 
people arc the final masters and their rights 
are in the safe custody of the highest court 
in the land. 

I support the cause of the humble, the 
lowly and the voiceless. I oppose the noises 
of the powerful who cry down the common 


people’s rights, especially of the lowliest 
and the last like the adjvasi brothers and 
sisters of outs. I entreat the prime minister, 
parliament and statesmen in the country not 
to be party to manipulations but to stand by 
the human rights of hundreds of thousands 
of hapless men, women and children in 
threat of extinction merely because some 
kulaks may become richer, some latifundists 
may corner wealth. In our egalitarian 
society and just social order, sustainable 
development, not a time-barred award, after 
which much water has flown through the 
Narmada, must be the defining point and 
decisive verdict. In this view 1 stand by the 
Narmada Bachao Andolan. 

V R Krishna Iyer 

Cochin 

Plight of Orissa 

THE Lokmandal is a group of young activists 
based in Begunia district of Orissa. This is 
the same group which four years back had 
come together as theChilika Bachao Andolan 
to fight over prawn cultivation rights in 
Chilika lake. Today our fight continues on 
many other fronts as well. 

Almost thcentire state of Onssa is suffering 
from what one might call, the ‘Kalahandi 
syndrome’ - a famine amidst plenty. For 
decades, the Begunia-Bolagarh blocks have 
been starved fur irrigation and even potable 
water has become a scarce commodity. 
Though there has been constant talk of 
irrigating this area, nothing concrete has 
been done so far.- After a long wait and 
struggle, Lokmandal contended that while 


Orissa Agro Industries CorpcMution was 
demanding Rs 1.10 lakh for private boring 
and Rs 3 lakh for government boring, the 
same can be performed within Rs 60,00^>if 
the work is entrusted to Lokmandal. To press 
for their basic demand, “work for our hand 
and water to our land”, the Lokmandal 
activists have been peacefully agitating 
(hunger strike, gherao) since March 1997. 
’The activists are led by Chittaranjan 
Shadangi, Amiya Patnaik and Krupasindhu, 
amongst many others who have joined their 
fight. 

Despite our peaceful agitation, sections 
144 and 121 were slapped on the group in 
March and none of our demands met. Even 
today many of the activists continue to be 
behind bars and the problem of water for the 
thirsty people of Orissa has not found a 
solution. What the activists are fighting for 
is not a philanthropic attitude, but for the 
rights of the people. 

Hence, we appeal ‘ 

To .support us, your are requested to write 
or send telegram or fax to the chief minister, 
Orissa, to save if not Orissa, at least his own 
constituency from the claws of a formidable 
famine. As a first step, boring work in Bolgarh 
area should be started immediately. False 
cases instituted against those arrested should 
be withdrawn. 

Wc appeal to you to extend all possible 
support (including financial) to Lokmandal 
to sustain and accelerate its movement 
Plca.se send MO or draft to; Lokmandal, 
Tapobhumi,Nuagaon,PONarayanipadavia 
Begunia. District Khurda, Orissa 752062. I 

ChITTARAMAN SifADANGI i 

Begunia « 


Subscription Rates 
Inland 

(including Nepal and Bhutan) 

(in rupees) 



Six months 

One year 

Two years 

Three years 

Institutions 

- 

6(X> 

1125 

16.50 

Individuals 

250 

475 

875 

1275 

Concessional Rates 





Teachers/Rcscorchers 

- 

.125 

- 

900 

Students 

- 

225 

- 

- 

Concc.ssional tales are available only in India. To avail of concessional rates, certificate from 


i‘ levant institution is essential. 

Remittance by money order/bank drafl/postal order requested. Please add Rs 14 to outstation 
cheques towards bank collection charges. 


Foreign (in US $) 

Air Mail_ Surface Mail_ 


institutions 

Individuals 

Institutions 

individuals 

Pakisuin, Bangladesh and Sri Lanka 

80 

50 

65 

30 

USA, Canada, UK. Europe. Japan, 
New Zealand, Australia and Russia 

150 

too 

90 

65 

All other countries 

100 

70 

70 

50 


All remittances to Economic and Political Weekly 


982 


Econonuc and Political Weddy May 10,1997| 



ECONOMIC 

AND 

POLITICAL 


Moonshine on Industrial Growth 


B oth government and industry are looking at the current 
slow-down in industrial growth in a short-term, narrow 
perspective. Despite clear warning signals, the government 
has on the whole refused to accept that there is any serious 
problem with industry. The Reserve Bank’s Annual Report 
for I99.S-96 was still harping on the industrial resurgence 
in recent years, despite certain infrastructural constraints. The 
government’s Economic Survey for 1996-97 sought to allay 
fears of a recession in industry, arguing that the slow-down 
Vwas essentially confined to the basic goods sector and was 
attributable in particular to a sharp decline in the growth of 
electricity generation and a fall in crude oil production. All 
other sub-seciors, namely, capital goods, intermediate goods 
and consumer goods, were doing well and 1996-97, according 
to the Survey, would end with an overall industrial growth 
of around 10 per cent and with growth of the manufacturing 
sector only somewhat below the record 13 per cent achieved 
in 199.5-96. 

From the side of industry, spokespersons for individual 
companies have been exercised over a number of problems: 
reduced demand and mounting stocks of finished products; 
excessive imports of competing products due to import policy 
changes and reduction of customs duties as well as anomalies 
in the customs duty structure and between customs and excise 
duties; and, above all, the severe credit crunch and high interest 
(Irates. On the other hand, industry associations such as FICCI 
and CII, while conceding that the industrial .scene in 1996-97 
had been affected by these factors, have nevertheless been 
anxious to flag failure on the reform front as the primary cause 
of the looming industrial recession. After the 1997-98 Budget, 
the credit policy announcement and the government’s moves 
to speed up reforms, both CII and FICCI are convinced that 
industry’s mood has changed dramatically. Releasing its 47 th 
business outlook survey, CII has painted a bright picture of 
8 per cent GDP growth and 12 per cent industrial growth 
in 1997-98, together with a 20 per cent growth of exports 
and 25 per cent rise in imports. And in its parallel survey of 
175 large, medium and small companies, FICCI concludes 
that the industrial slow-down is temporary and will now be 
reversed under the combined impact of the budget, the new 
credit policy, the relaxation of policy on external commerc iai 
borrowings and the other liberalisation measures announced 
recently. 

A more careful look at the industrial situation, however, 
provides little ground for such optimism. The imprc.ssivc 
I growth of 9.4 per cent in 1994-95 and 11.6 per cent in 1995- 
96 was essentially a recovery from the abysmal performance 
in the early 1990s, aided by the relaxation of fiiscal compression, 
large injection of liquidity from external capital inflows and 


relatively high agricultural production. But once fiscal com¬ 
pression began to be reapplied and liquidity dried up from 

1995- 96, the high rates of growth could not be sustained. 
The general index of indushial production rose by 7.5 per 
cent in the lO-month period from April 19% to January 1997, 
against the anticipated industrial growth of 10 per cent in 
the full year 1996-97 and the growth of 11.7 per cent in the 
corresponding period of 1995-96. Industrial growth in 

1996- 97 is likely to have been no more than about 7 per cent. 
True, the decline in growth has been the sharpest in mining 
and electricity, but the rise in manufacturing output isestimated 
at only a little over 8 per cent. Within manufacturing, the 
growth of capital goods and consumer durables - which had 
seen annual average rise of 21.3 per cent and 23.4 per cent, 
respectively, in the two years 1994-95 and 1995-96 - came 
down to 10.3 per cent and 5.1 per cent in 1996-97 (April- 
January). Amongthe 17two-di^itgroups,asmanyas I2have 
shown reduced growth or even decline in output compared 
with the corresponding period of 1995-96 and only textiles 
(the dccentrali.sed sector particularly), beverages, metals and 
transport equipment have registered an improvement in 
performance. Taking the post-rcl'orm period of six years 
(1991-92 to 1996-97), the average annual rise in the general 
index works out to only about 6 per cent against 8.4 per cent 
in the second half of the 1980s. Capital goods industries had 
achieved an average growth rate of 15.8 per cent per annum 
in the .second half of the 1980s whereas in the post-reform 
period it has been only 6.6 per cent. For consumer durables 
the corresponding rates were 12.4 per cent and 9.4 per cent, 
respectively. 

The notable neglect of public sector investment in the post¬ 
reform period has made industrial growth both unstable and 
unsustainable. Growth of the infrastructure sectors has shown 
the sharpest deceleration. In electricity, for instance, the average 
growth in the second half of the 1980s was 9.2 per cent per 
annum, whereas it has been only 6.8 per cent in the post¬ 
reform period and in 1996-97 it is unlikely to be even 4 per cent, 
reflecting the sharp cut in public sector investment. For 
example, even in the reduced plan outlay, the share of energy 
has fallen Irom 30 per cent in 1990-91 to 25 per cent in 1995-96. 
The budget for 1996-97 had proposed a rise, but the revised 
estimate of the central plan outlay on energy shows a near 
20 per cent shortfall from Rs 24,270 crore to Rs 19,601 crore. 

This takes us to the roots of the industrial downturn. The 
shortfall in public sector investment applies to the industrial 
sector as a whole. The experience in 1996-97 stands out in 
this regard. Faced with revenues falling short of budget 
estimates, the government brought down public expenditure 
further so as to keep the gross fiscal deficit at 5 per cent of 
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GDP. The final accounts of the RBI show 
a drastic reduction in the monetised 
deficit in 1996-97, from Rs 19,855 crorc 
in 1995-96 to Rs 2,743 crorc. The central 
plan outlay, which was placed at Rs 87,086 
crore in the budget for 1996-97. has been 
slashed to Rs 77,518 crorc in the revised 
estimates. Public sector undeitakings too have 
not been able to mobilise resources to fulfil 
their investment programmes in 1996-97; 
this has been particularly true ot units in the 
infrastructure sector. The effects of lower 
public invc.stmcnt have been reinforced by 
the sharp reduction in the supply of 
institutional credit and the steep increase in 
real rates of inierc.st. Further, exports have 
failed to pm vide any i mpetus to i ndustry, due 
partly to the sluggishness in international 
trade and partly to the government’s inability 
to pul in place a dynamic export-import 
policy. Finally, asymmetries in the structure 
of customs duties on I'mished goods and raw 
materials, spares and components and 
between customs and excise dunes which 
have favoured imports vis-a-vis domestic 
production have also begun to hurt domestic 
industry. 

In sum, the authorities' faith that with the 
delicensing of industries, narrowing of the 
areas reserved for the public sector, 
disinvestment of government-owned equity 
in major public undertakings, rolling out of 
the red carpet for foreign direct investment, 
liberalisation of trade and exchange rale 
policies, indiscriminate and drastic lowering 
of pniteclion for Indian industries and slushing 
of excise duties and personal and corporate 
taxes, all the road-blocks supposed to have 
impeded industrial growth under planning, 
had been removed has been exposed to be 
simple-minded in the extreme. On the other 
hand, these policy changes have rendered 
industrial growth unstable, a condition 
aggravated by two major con.sequenccs of 
the economic rclorms, namely, worsening of 
theincqiiahtiesinihedistiibution of incomes 
and assets and the reduced role of the public 
sector. The dogmatic drive to liberalise the 
tinancial system and leave its opeiations to 
be determined by market forces much before 
the development of the industrial sector had 
been put on a lirm footing has further 
coniribuied to the instability and huit the 
process of industrialisation. Industries have 
been starved of essential production credit. 
Interest rates have been driven sky-high as 
a result of the stiff competition among banks 
and rinanciul institutions for mobilising funds 
encouraged by liberalisation. As a rc.sult 
interest rates have licen tendered sticky at 
the upper end. The apex rule of the IDBI in 
enforcing some priorities and discipline 
among financial institutions in the provi.sion 
of term-finance to industry has been 
sacrificed. Even the essential distinction 
between investment credit and inventory 
credit is being allowed to be blurred. The 


financial performance of the corporate sector 
in 1996-97 shows clearly the impact of these 
developments which have made for a general 
detcr.oratiun of the climate for investment 
and production activities in manufacturing 
indu.stry. 

POLITICS 

Hidden Hand 

THIS Tuesday’s furore in the Lok Sabha 
which forced the re.signation of the just- 
appointed officer on special duty to the prime 
minister, Bhabani Sengupta, docs seem to 
have been a case of a transgression of their 
powers by the MPs. In India we do not 
follow the American systeinof parliamentary 
approval of ministerial and senior official 
appointments. These appointments are the 
sole prerogative of the prime minister and 
the cabinet who take all responsibility for 
the policies and performance of the 
government and are answerable for them to 
the people’s representatives. It is apity indeed 
that in this instance the prime minister chose 
nut to assert his prerogative, though that too 
could be said to be his prerogative, in any 
case, under the US system persons whose 
appointments come up for congressional 
approval get the chance to offer explanations 
and clarifications and alsodefend themselves 
against charges and criticisms. Under our 
parliamentary system no such opportunity 
was available to the haple.ss Bhabani 
Sengupta, which is also why parliament 
generally follows the practice of c.schewing 
discussion of the conduct of persons who 
arc not in a position to defend themselves 
before it. In this instance this sal utary practice 
was apparently given thego by quite casually 
and without causing any raising ot purist 
eyebrows. 

The more chilling aspect of the matter is 
how it showed, yet once again, that once 
‘national .security’ is invoked those in 
positions of power and author ity can dispense 
with all accountability and behave 
irresponsibly. The must senuus allegations 
were levelled against Bhabani Sengupta, by 
twoof this country’s former prime ministers, 
no less, to claim that his appointment 
constituted a threat to the country’s security. 
One specific charge - that, after the Indian 
nuclear explosion at Pokhran in 1974, he had 
made a public appeal that the international 
commxnity must punish India by cutting off 
all development a.ssistance-was immediately 
shown to be baseless. In his letter to the New 
York Times of nearly 25 years ago, which 
was promptly and mysteriously resurrected 
for the benent of the press and the MPs, he 
had in fact argued quite the opposite. But 
since they claimed to be acting in defence 
of national security, Bhabani Sengupta’s 
interlocutors in parliament and in the prc.ss 
evidently do not at all feel called upon to 


offer any rectification or apology (the more 
substantive damage caused being, of course, 
irreparable). 

C)ne other dimension of the episode is 
equally noteworthy. This is the role of the 
bureaucracy, which clearly resented the 
encroachment of an outsider into its preserve 
with the magical rank of secretary to the 
government and possibly even preferential 
access to the prime minister’s ear in view 
of their known personal friendship. The 
bureaucracy acted quietly but swiftly to plant 
the necessary disinformation and the press 
and the politicians did its job for it. It was 
a neat operation. Not, of course, that this is 
the first time that the steel-frame has flexed 
its muscles to protect its interests, but it 
should provoke some introspection on the 
part of those who keep repeating that there 
i.s a ‘national consensus’ on the economic 
reforms. Are they sure that this consensus, 
whoever el.se may or may not be a party to 
it, includes the bureaucracy at different levels? 
The reforms as laid out on paper - for 
example, deregulation of industry, foreign 
trade and foreign investment, disinvestmenfli 
in and substantive autonomy for public sector 
enterprises, setting up of independent non- 
official agencies to exercise regulatory and 
supervisory functions and so on - involve 
a significant diminution of the role, powers 
and authority of the bureaucracy, not to 
mention time-honoured opportunities for pelf 
and profit. It will be totally out of character 
for this deeply entrenched and powerful 
segment of the state apparatus to give up all 
this without fighting every inch of the way. 
Is It likely that in training their guns on a 
handful of left ideologues, the economic 
reformers have been picking altogether the 
wrong target after all? 

THE BUDGET ,4 

A Dead Man’s Shadow 

SETTING at rest all anxieties and 
uncertainties raised by the political storm 
engineered by Sitaram Kesri, (Chidambaram’s 
’dream budget’ has now become a reality. 
With some minor modifications both Lok 
Sabha and Rajya Sabha have passed it 
virtually without any opposition. Of course, 
even at the height of the political crisis, there 
was no question of the budget being 
abandoned. Almost without exception 
opinion-makers had acclaimed it as path- 
breaking and cvciyone who mattered in the 
political and business establishment had 
accord<:d it an enthusiastic welcome - not 
surprisingly, containing as it did proposals 
for tax cuts that went beyond anyone’s 
imagination. Voices of dissent and doubt 
were isolated and the few that found some 
articulation in the press, such as those 
Chidambaram’s illustrious predecessor!^ 
Manmohan Singh, were simply drowned in 
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the chonis of approval that poured in from 
all sides. 

Given the consensus it seemed to 
comromd. piloting the finance bill through 
parlylh^t was no problem. Indeed it was 
sailing for the finance minister all 
ay, except for a brief moment. That was 
when the shadow of Sarvesh Chander, the 
retrenched factory woricer who immolated 
himself i n the capital on May Day, fcl I across 
the floor of the Lok Sabha dun ng an otherwise 
listless debate. Suicides by destitutes and 
unemployed heads of families unable to feed 
their children rarely figure in our legislative 
discourses. But in this instance it did. reported 
as it had been on the Iront pagesof newspapers 
at just about the time the finance bill was 
to be taken up for consideration by the Lok 
Sabha. George Fernandes rai sed the questi on 
of the ethics of giving hefty tax benefits to 
the rich with a pointed reference to the plight 
of workers like Sarvesh under the new 
economic dispensation. For once the finance 
minister was put on the defensive and came 
out with a laboured elaboration of his tax 
itrategy. 

In substance what he said was that the tax 
cuts were meant not to give more to the rich. 
On the contrary, they were a stratagem to 
extract more from those who have by inducing 
better tax compliance. Lower tax rates make 
it cheaper to comply than to cheat. While 
offering the voluntary di.sclosurc scheme - 
a ‘last opportunity' for past sinners to come 
clean - the finance minister hud also laid out 
a scheme to bring more people into the tax 
net. Moreover, a liberal income tax regime, 
in his book, makes money yield fruit and 
generates more savings. Moderate taxation 
also stokes the 'animal spirits' so vital for 
dynamic economic growth and thus generates 
employment and income. That, the finance 
minister passionately pleaded, was the surest 
way to see that Sarvesh Chanders are not 
driven to burn themselves and the poor arc 
helped out of poverty. In any case, he pointed 
out, tax regimes could not operate in isolation. 
India had to fall in line with its Asian 
neighbours and his budget had only sought 
to ensure that it did. 

On the face of it the finance minister’s 
logicseemed impressive. Afterall.thesystcm 
of steeply progressive income taxation is a 
thing of the past the world over. Regimes 
of moderate rates on wider tax bases arc now 
the universally preferred model. That was 
the course on which Manmohan Singh's tux 
reforms were set. Tax rates had already been 
slashed and may be the corporate tax 
surcharge had to go. Perhaps the rates of both 
personal and corporate income taxes could 
be further clipped a bit. But was it necessary 
to cut the maximum personal tax rates by 
as much as 10 percentage points? Income 
tax receipts had registered somesmart growth 
following the reforms. Was it wise or 
necessary to take risks when the government 


was desperately in need of larger revenue? 
The cuts that have now been firmly put on 
the statute books have brought down the tax 
payable by income tax payers at ail levels 
by over one-third. This is not to mention the 
various concessions given to induce 
investment in specified areas and so on. Can 
the finance minister be sure that adding to 
the number of taxpayers, which is the aim 
of his base-widening, will make up for the 
huge hole that his rate cuts for the rich are 
going to make in revenue? In any case, the 
measures for widening the base could be 
undertaken irrespective of the rate cuts and 
our tax rates were certainly not as widely 
out of alignment with those of other Asian 
countries as has been made out. While no 
doubt the maximum rate in some 
neighbouring countries is 30 per cent or 
■hereabout, in several others it ts still over 
35 or even 40 per cent (in Japan it is 50 
per cent, not to mention the 15 per cent 
local inhabitant lax. in South Korea 50 
percent, in Taiwan 40 per cent and in 
Sri Lanka 35 per cent). The argument about 
ail ‘Asian rate’ of income tax simply docs 
not w-.-h. 

The peak rate of personal income tax 
could have been kept at least not lower 
than 35 per cent at income levels of, say, 
more than Rs 5 lakh. It remains to tie seen 
whether and how much of the handsome 
po.st-tax incomc.s that will be left in the 
hands of the lich goes into doineslii 
savings and how much end.s up in con¬ 
sumption. The Asian countries who arc now 
in the league ol the 'tigers' built up their 
economic strength by taxing themselves 
more and not less and thereby generating 
surplu.ses in their government budgets with 
ample tax revenues and using them to build 
up their infrastructure. One wishes the 
country was given a more balanced picture 
of how the ‘Asian tigers’ have achieved their 
economic strength. 

In the last analysis, what should he the 
degree of progression in the tax system is 
a matter of value judgment - the ‘inequality 
aversion’ of society. While there is little 
point in having confiscatory taxes on paper 
and every country al.su has to take into account 
the rates prevailing in other countiies in 
setting its lax regime, the pattern of taxes 
a country adopts rellects the ruling classes' 
attitudes to the phenomenon of inequality 
in a country where .some 40 million children 
toil in sweat-shops to eke nut a living for 
themselves and their families even as 
schools charging Rs 3,000 plus a month 
per child flourish side by side, lightening 
the tax burden of the better-off must cau.se 
some twinges of con.scicnce at the least. But 
with the left parties totally paralysed by their 
fear of ‘communal forces’, the moral 
dimension of the income tax rate cuts has 
not figured much in the public discussion 
on the budget. 


ZAIRE 

Arranging a Transition 

THE departure of Mobutu Sese Seko, the 
president of Zaire, on May 8 to attend a 
regional summit in neighbouring Gabon has 
been widely interpreted as his political 
farewell to Zaire, a country which he has 
ruled with a mailed fist for 32 years. Zaire 
has been ravaged by a civil war lor the past 
six months, with the Alliance of Democratic 
Forces lor the Liberation ofCamgo-Zairc led 
by Laurent Knbilla making a successful 
advance towards Kinshasa, the capital city. 
Mobutu’s return in March, alter getting 
treatment tor prostrate cancer in France, 
could only add momentum to the movement 
demanding his removal The Zairean army, 
poorly paid and poorly fed. either surrender^ 
or lied as city after city fell to the reliel 
forces. 

Mobutu ro.se to power with the help of the 
CIA in 1965, after four years of political 
turmoil following the murder of prime 
minister Patrice Lumumba. Mobutu acted as 
a bulwark against the spread of left-leaning 
forces in adjoining Angola and Mozambique. 
The west continued to support his rapacious 
regime as Mobutu piled up personal wealth 
c.slimaied to amount to 5 billion dollars, 
equivalent to Zaire’s national debt. Under 
Mtibulu’sccgimc, inllaiion ro.se tiver 75 per 
cent, making the salaries of civil servants 
shrivel to two dollars per month. Mobutu 
amassed property in Belgium, France, 
Switzerland and Spain, while mineral rich 
regions ot Kasai in central Zaire and Shaba 
in south Zaire were tmanciully mismanaged, 
making the nation bankrupl. 

International players suddenly came to the 
fore as the exit of Mobutu became imminent. 
It has been said that the exit ol Mobutu 
would lead to the disintegration of Zaire. But 
the welcome given to the rebel troops 
wherever they advanced has convinced 
international interests that Mobutu has 
become a liability. France which continued 
to extend covert supjiort to Mobutu by helping 
to recruit mercenary troops of .Serbs and 
.South A Cricans to tight the rclicls, is r,,iuctant 
to accept diminution of its inlluence in the 
region. As forthc US. now that the usefulness 
of Mobutu for the CIA has ended, it has 
asked for talks between Mobutu and Kabilla 
to ensure a gradual political transition in 
'Zaire. But neither did the talks mediated by 
.South African president Nelson Mandela 
achieve any breakthrough, nor did Mobutu’s 
step of appointing Archbishop Laurent 
Monsengwo as his successor satisfy the 
aspirations of the Zaireans. Ultimately, the 
adjacent French-speaking nations, Chad, 
Moi (K'co, Central Republic of Africa, Gabon 
and Congo, had to arrange a summit to bail 
out Mobutu, leaving Kabillaand other oppo¬ 
sition groups to sort out the future of 2^ire. 
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CURRENT STATISTICS _ £IWRc«cardiFoundatfoi. 

Thete wai ■ aigniricaat acceleration in 1996 in foreiia direct invesimeM approvaU and inflows, taking their cumulative totals to S30 bn and S6.37 bn leqieeiively. But 
the induatnal pattern of foreign collaboration apfuavala lemaint ikewed in that $omt 3S.S per cent petiain to services and durable and non-durable coiisuin^oads. Bask 
goods industries including lofrasitucture (othCT than telecominunications) account for 32.70 per cent and ca|dul goods industries for only 9.8 cent. Tbe minuscule 
size of individual FOI proposals is striking. For instance, of 128 proposals approved in December 1996.100 involve FDI of less than Rs 10 cioic each, SO of them leas 
ihap even Ri I crore each 26 6 per cent IM FDI proposals have come from the US. 

Macroeconomic Indicators 


Weights Apr 26, _ Variation (Per Cent): Point-to-Point 


Index Numbers of Wholesale 
Prices (1981-82= 100) 


1997 

Over 

Month 

Over 12 Months 
Latest Previous 

Fiscal Year So Far 
1997-98 1996-97 

1996-97 

1995-96 1994-95 1993-94 

All Commodities 

100.0 

.323.4 

0.6 

6.3 

5.0 

0.6 

1.5 

7.3 


10.4 

Ton 

Primary Articles 

Food Articles 

32.3 

336.3 

0.8 

6.3 

6.2 

0.8 

2.8 

8.3 

5.4 

12.7 

II.S 

17.4 

386.6 

LI 

8.3 

9,9 

1.1 

3.5 

10.9 

9.8 

11.9 

4.4 

Non-Food Articles 

10.1 

334.8 

0.5 

3.4 

0.1 

0.5 

2.0 

5.0 

-1.9 

15.5 

24.9 

Fuel, Power, Light and Lubricants 

10.7 

343.5 

0.1 

16.4 

37 

0.1 

* 

16.2 

3.7 

2.4 

13.1 

Manufactured Products 

57.0 

312.3 

0.5 

4.5 

4.5 

0.5 

LI 

5.1 

' 5.0 

10.7 

9.9 

Food Products 

10.1 

317.4 

2.0 

15.4 

• 

2.0 

1.6 

L5.0 

-0.7 

8.1 

12.3 

Food Index (computed) 

27.5 

361.2 

1.4 

10.5 

67 

1.4 

3.0 

12.2 

6.3 

10.6 

7.0 

All Commodities (Average Basis) 
(April 5-April 26, 1997) 

100.0 

322.9 

- 

6.5 

7.2 

6.6 

5.0 

6.4 

7.8 

10.9 

8.3 


Cost of Living Indices 


Latest 

Month 



Vanation (Per Cent): Point-to-Poim 



Over 

Month 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 
Latest Previous 1996-97 1995-96 

1993-94 

1992-93 

industrial Workers (1982= MX)) 


3.50^ 

* 

10.8 

8.6 9.7 7.8 

8.9 9,7 

9.9 

6.1 

Urban Non-Man Emp (1984-85=100) 


267* 

l.i 

8.1 

10.3 1.1 1.2 

8.2 9.9 

8.3 

6.8 

Agri Lub (1986-87=100) (Link factor 5.89) 

263* 

0.4 

11.4 

6.8 II.O 6.8 

7.2 II.1 

11.2 

0.6 

Money and Banking (Rs crore) 

Apr 11, 




Variation 





1997 




Fiscal Year So For 



- 



Over Month 

Over Year 

1997-98 1996-97 

1996-97 1995-96 

1994-95 


Money Supply (M,) 710783 

Currency with Public 138313 

Deposits with Banks 568113 

Net Rank Credit to Govt 2949.56 

Bank Credit to CommI .Sector 376375 

Net Foreign Exchange Assets 99277 

Reserve Money (Apr 25) 2(X)638 

Net RBI Credit to C^la'(A|>r 25) 122177 

RBI Credit to Bks/Comm Sect (Apr 25) 128x7 

Scheduled Commercial Bunks (.6pr 2.5) 

Deposits 51 (K)77 

Advance.s 277930 

Non-Food Advances 270563 

Investments 200526 


27759(4.1) 101122(16.6) 
3322(2.5) 14242(11.5) 
23851(4.4) 886.53(18.5) 
5790(2.0) 27713(10.4) 
12.5.56(2.5) 33530(9.8) 

7746(8.5) 20274(25 7) 
7407(3.8) 6524(3.4) 

3606(3.0) -92)I(-7.0) 
22411.8) -4038(-23.9) 


6481(1.3) 7,5563(17.4) 
1400(0.5 ) 25780(10.2) 
16.30(0.6) 28731(11.9) 
943.5(4.9) .3.5960(21.9) 


12727(1.8) 56.54(0.9) 94049(15.6) 72581(13.7) 97019(22.3) 

.5791(4.4) .5812(4.9) 14263(12.1) 17578(17.5) 18380(22.3) 

5820(1.0) -2946(-0.6) 79887(16.6) .55044(12.9) 77781(22.2) 

6661(2.3) 9464(3.7) .30516(11.8) .3536(815.9) 18.501(9.1) 

2670(0.7) -l804(-0.5) 29056(8 4) 51926(17.7) 54949(23.1) 

100(0.1) 599(0.8) 2077.1(26.5) 619(0.8) 23298(42.8) 

667(0.3) -344(-().2) .5514(2.8) 2517.5(14.9) 30610(22.1) 

666(0.5) 12620(10.6) 2743(2.3) 19855(20.1) 2130(2.2) 

-365(-2.8) -ll885(^l.3)-l5.557(--54.0) 8747(43.6) 8067(67.2) 


6481(1.3) 695(0.2) 6977.5(16.1) 46962(12.1) 71725(22.8) 

1.399(0.5) -l866(-0.7) 2251.5(8.9) 424.5.5(20.1) 47144(28 7) 

1630(0.6) -2.392(-1.0) 24710(10 I) 449.38(22.5) 45776(29.8) 

9434(4.9) -216(-O.I) 26.309(16.0) 15529(10.4) 16731(12.6) 


Index Numbers of Industrial Jan Fiscal Year So Far Fiscal Year Averages 

Production (1980-81=100) Weights 1997 1996-97 199.5-96 199.5-96 1994-95 1993-94 1992-93 1991-92 1990-91 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


100.00 315.7 296.7(7 5) 276.0(11.7) 283.2(11.6) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 212.6(8.2) 

11.46 299.4 260 3(1.4) 256.6(7.8) 266.7(7.2) 248.8(7 .5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 221.2(4.5) 

77.11 .309.8 294.1(9.0) 269.7(12.8) 277.2(12.9) 245.4(9.8) 223.5(6.1) 2l0.7(2.2)206.2(-0.8) 207.8(9.0) 

11.4.3 .372.2 350.6(3.8) 337.9(8.6) .340..3(8.2) 314.6(8..5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8) 



Mav 2. Month Year 1997-98 So Far 

1996-97 

End of Fiscal Year 

Capital Market 

1997 Ago 

Ago Trough Peak 

Trough Peak 

1996-97 

1995-96 1994-95 

B.SE Sensitive Index (1978-79=100) 3802{-l.l2) 3538 

BSE-IOO (l983-84=t<X)) 163.3(-6.47) 1537 

BSE-2(X) (1989-90=100) 36.5(-7.83) 344 

NSE 50 (Nov 3. 1995=1(XX)) l069(-5..57) 1002 

Skindia GDR hxlex (Apr L5. 1994=100)72 15(-17.80) 69.91 

3845(27.53) 3427 3841 
1746(17.81) 1489 1646 
396(17.16) 333 367 

1132 970 1080 

87.77(24.58) 67.33 73.74 

2745 4069 
1217 1843 
273 413 

788 1196 
51.6 90.0 

3361(-0.2) 
l464(-5.5) 
328(-5 0) 
na 

72.76{-7.3) 

3367(3.3) 3261V-13.7) 
1549(-3.5) 1606{-12.2) 
345 (-6.3) 368f-l8.2) 
na na 

78.53(0.7) 77.99 

Foreign Trade February 

Fiscal Year So Far 




1997 

1996-97 

1995-96 1995-96 

1994-95 

1993-94 

1992-93 1991-92 


Exports: Rs crore 
US $ mn 
Imports: Rs crore 
US .5 mn 

Non-POL US $ mn 
Balance of Trade’ Rs crore 


951710.5691 (11.91) 94443(29.17) 106353(28.6) 
2652 29811 (5.31) 28309 (21.48) 31797 (20.8) 

12743 124.335 (13.13)109907 (38.03) 122678 (36.4) 
3551 35070(6.4.5) 32944(29.82) 36670(28.0) 

2665 26312 (-0.97) 26570 (31.29) 29152 (28.3) 


-3226 


-18644 


1.5464 


-16.325 


82674(18.5) 
26330(18.4) 
89971 (23.1) 
28654 (22.9) 
22727 (29.5) 
-7297 


69751 (29.9) 
22238 (20.0) 
73101 (1.5..3) 
23306 (6.5) 
17552(11.2) 
-3350 


.53688(21.9)44041 (35.3) 
18537 (3.8) 17865 (-1.5) 
6.3375(32.4)47851 (10.8) 
21882(12.7) I94ll(-I9.4) 
15782(12.3) l4047(-22.2> 


-9687 


-3810 


US $ mn 

-899 

-.5259 

-4635 

-4881 -2324 

-1068 


-3345 

-1546 


May 2, 

May 3, 

Mar 31. 



Voriolion Over 




Foreign Exchange 

1997 

1996 

1997 

Month 

Year 

nscaTYcar So Far 

1996-97 

1995-9^ 

*1994^ 

1993-94 

Reserves (excluding gold) 




Ago 

Ago 

1997-98 1996-9T 





Rs crore 

8M04 

.58912 

80375 

1060 

22192 

729 186 

21649 

-7302 

18402 

27430 

US S mn 

22682 

17076 

22.369 

367 

5606 

313 -.50 

5243 

-3690 

.5640 

8724 


Afritrs (i) Supeiscript numeral denotes ntonth to which Figure relates, e g. superscript 2 stands for February, (ii) Figures in brackets ore percentage 
variuiions uvci the period specified or over the comparable period of the previous year. na = not available. * unchanged. 
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Foreign Investment Approvals and Actuals^ A Profile 


A Foreign ColUiborolion (FC) Approvob 

yr Twd 1996 1995 1994 1993 1992 

1991- Name of Industry Number of Amount Per Cent 

1996 Approvak of FDl to Total 

•El-——;-;- Teen KiT Approval Amount 

1 Total no of foreign collaborations (technical and investment) (Pj crore) 

Approvols by; 10440 2303 2337 1854 1476 1520 ______ 

(i) SlA 3037 410 593 382 307 585 Basic Goods Industries 998 841 31257.26 32.70 

(ii) RBI 3820 719 799 702 676 736 Ferrous metals 164 105 4765.43 4.99 

(iii) FIPB 3583 1174 945 770 493 199 Non-ferrous metals 28 30 768.73 0.80 

2 No of FC approvals involving foreign Special alloys 27 13 25.52 0.03 

investment 5742 1559 1355 1062 785 692 Misc (other items) under 

(i) SlA 904 99 165 92 59 243 metallurgy 16 21 853 46 0.80 

(ii) RBI 1270 295 247 201 235 251 Posrer 4 48 8745.42 9.15 

(iii) FIPB 3568 1165 943 769 491 198 Oil rerwety 76 67 7843.50 8.21 

3 Total amount of foreign investment Others (fuels) 31 54 1034.36 1.08 

involved (Rs cr) 95690 36150® 32070® 14190® 8860 3890 Fertilisers 37 5 245.69 0.26 

(i) SIA 2740 1180 300 320 160 420 Chemicals 587 466 6421 26 '6.72 

(ii) RBI 3900 1250 540 530 660 780 Cement and gypsum products 28 32 553.91 0.58 

(iii) FIPB 89050 .33720 31230 13340 8040 2690 Capital Goods Indnslrlea 2063 1.507 93.56.28 # 9.79 

, . . . — . , .... , . Boilers and steam generating 

@ includes 40 proposals for global depositary receipts (GDR) foreign pionu 34 26 109.99 0 12 

currency convertible bonds (FCCBs) involving investment of Rs 116.84 Prime movers 24 16 5343 o!o6 

^****‘’'’* Electrical equipment 6.36 414 2.352.61 2.46 

B Actual Inflow of Direct Investment (FDI and NRl) (Rs cr) ’’I? 

^__ Others (SAV)-electncal 12 13 22.65 0.02 

" Ciovt’s approval 12783.4 5758.9 .3869.4 1500.8 985 2 478.0 Automobile industry 255 141 1906.21 1.99 

2 RBI’s automatic Transport (others) 19 2(t 269.29 0.28 

approval 1801.0 519.6 5.30.2 .362.6 24l.l 47.5 Industrial machinery 621 312 1629.09 1.70 

3 NRI's .schemes: Machine tools 64 59 136.17 0.14 

(a) 40 per cent Agricultural machinery 20 7 217.77 0.23 

(b) 1(X) per cent 6021.5 2062.0 1970.6 1118.5 .560.5 149.7 Earth moving machinety 26 11 12.97 0.01 

Total (1+2+3) ,2060.5.9 8.340.6 6.370.2 2981.9 1786.7 67.5.2 Misc mechanical and engineering 151 217 .547.40 0..57 

-Medical and suigicnl appliances ■ 15 26 173.50 0.18 

C Break-up of Foreign Direct Investment Proposals Approved Industrial instruments 76 .54 103,87 0.11 

JT";;—: -r; — z —; - - -r - rr;— ;-;-;-r- .Scientinc instruments 13 23 48.53 0,05 

Statewire No of Invest- Per Country Invest- Per Good. Industries 176 .302 1920.45 # 2.01 

(Aug 91- Appro- ment Cent to (Sourcewisc) ment Cent to Dvestuffs 2 9 30 24 0 03 

Sep 96) vals (Rs All-lndia Position (Rs Total R^good* 75 55 46(1:41 

Crore) up to Crore) Leather, leather goods and pickers 25 99 166.33 0.17 

31/12/1996) Glass 24 28 682.41 0.7i 

Delhi 412 16.556.04 19.15 USA 25477.53 26.63 <’««“"'« ^ . 49 106 572.20 0.60 

Maharashtra 753 114.37.14 1.3.25 UK 5322.11 5.56 Consumer Non-Durable Industries 937 1.367 127.55.00 1.3.34 

Tamil Nadu 483 5006.99 5.80 Mauritius 4801.49 5.02 ^otographic raw film and paper 5 6 2519 0.03 

West Bengal 157 4897.17 5.67 Japan 4323.78 4.52 Dnigs and pharmaceuticals 110 95 ”7.96 0.5.5 

Karnataka 381 4747.16 5.50 Israel 4163..52 4.35 Textiles 84 284 1979.04 _07 

Orissa 40 2720.93 3.15 Germany 3750.71 3.92 P«|wr and pulp inci paper 

Gujarat 225 5766.03 6.68 Korea (south)3716.84 3 88 -^4 57 ‘ •5’ 

Uttar Pradesh 198 2407.1.3 2.79 Australia 2836.89 2.97 . a . li ic ao. 

A ji. DJI. Aro DDA-i cn Ki.i. 1 j -tADjAA - 10-1 Fcmiemation industncs 13 35 871..34 0.91 

Andhra Pradesh 268 2207.59 2.56 Netherlands 2696.49 2.82 . __, , „„ 

« ^^.,2 2,4 TWOnd «25.« 2« S 

Punjab 60 8M.74 0,93 France ^ Misc food products 0 2 8.00 0 01 

Haiyana 239 691.73 0.80 Singapore « Vegetable oils and vanaspati 3 24 47.79 O.OS 

Rajasthan 119 5^.75 0.60 Switserland 669.59 .75 Soaps, cosmetics and toilet prep 8 22 109.17 0 11 

u*”“uiD J U on noo Misc industries (hoiti/nori/agio) 135 173 410.46 0.4.3 

Himachal Pradesh 20 318.62 0.37 Malaysia 1536.73 1.61 Other (misc industnes) 404 233 1483.72 I..55 

Goa 32 260.05 0.30 Hong Kong 1246.01 1 30 Consumer Durable Industries 27 45 2729.29 2 86 

Pondicherry 27 250.75 0.29 Italy 1214.71 1.27 Comm office and ht asehold 

Bihar 26 114.75 0.13 Sweden 1102.92 1.15 equipment 26 29 448.68 0.47 

Chandigarh 12 72.46 0.08 China 684.69 0.72 Passenger cars 1 16 2280.6? 2.39 

Oadni-N Haveli 14 66.39 0.08 Saudi Arabia 620.70 0.65 Services 268 1593 37570.37 # 39.30 

Aiunachol Pradesh 2 11 06 0.01 Oman 566.96 0.59 Computer software industry .50 374 1744.05 1.82 

J and K I 8.01 0.01 UAE 529.36 0.55 Telecommunications, paging, etc 76 236 22508.22 23.55 

Daman and Diu 7 5.72 0.01 Kuwait 444.73 0.46 Air/Sea transport 7 57 1397.62 1.46 

Meghalaya 1 2.50 0.00 Belgium .399.58 0.42 Consultancy services 55 211 720.72 0.75 

Assam 4 1.50 0.00 Philippines 378.98 0.40 Financial services I 161 5352.48 5.60 

Andaman Nbar 5 0.98 0.00 NRIs 4893.44 5.11 Non-financial services 8 189 2353..39 2.46 

Tripura I 0.68 Q.OO Euro Issues/FCCBs/ Banking services 0 9 114.09 0.12 

Lakshadweep I 0.50 0.00 GDRs 1168.3.74 12.21 Hotel and tourism 69 128 2345.48 2.45 

I Others 1615 24928.65 28.88 All Others 3478.49 3.64 Trading companies 0 216 247 83 0.26 

All-India .52.52 86329.05100.00 Total 95675.11 100.00 Grand Total 4469 5655 95.588.65 100.00 


D Industrywise Break-up of Foreign Collaboration Approvals 
during August 1991 to December 1996 

Name of Industry Number of Amount Per < 


Approvols by; 

10440 

2303 

2337 

1854 

1476 

1520 



(i) SlA 

3037 

410 

593 

382 

307 

585 

Basic Goods Industries 

998 

(ii) RBI 

.3820 

719 

799 

702 

676 

736 

Ferrous metals 

164 

(iii) FIPB 

3583 

1174 

945 

770 

493 

199 

Non-ferrous metals 

28 

No of FC approvals involving foreign 




Special alloys 

27 

investment 

5742 

1559 

1355 

1062 

785 

692 

Misc (other items) under 


(i) SIA 

904 

99 

165 

92 

59 

243 

metallurgy 

16 

(ii) RBI 

1270 

295 

247 

201 

235 

251 

Power 

4 

(iii) FIPB 

3568 

1165 

943 

769 

491 

198 

Oil refinery 

76 

Total amount of foreign investment 





Others (fuels) 

31 

involved (Rs cr) 

95690 

36150® 

o 

i 

8860 

3890 

Fertilisers 

37 

(i) SIA 

2740 

1180 

300 

320 

160 

420 

Chemicals 

587 

(ii) RBI 

3900 

12.50 

540 

5.30 

660 

780 

Cement and gypsum products 

28 

(iii) FIPB 

89050 

33720 

312.30 

13340 

8040 

2690 

Capital Goods Industrica 

2063 


@ includes 40 proposals for global depositary receipts (GDR) foreign 
currency convertible bonds (FCCBs) involving investment of Rs 116.84 
billion. 

B Actual Inflow of Direct Investment (FDI and NRl) (Rs cr) 


n Govt’s approval 12783.4 5758.9 3869.4 1500.8 985 2 478.0 

2 RBI’s automatic 

approval 1801.0 519.6 5.30.2 .362.6 24l.l 47.5 

3 NRI’s .schemes: 

(a) 40 per cent 

(b) 1(X) per cent 6021.5 2062.0 1970.6 1118.5 .560.5 149.7 

Total (1+2+3) ,2060.5.9 8.340.6 6.370.2 2981.9 1786.7 67.5.2 

C Break-up of Foreign Direct Investment Proposals Approved 


# Including others 

Notes: Subtotals and totals include minor items not separately shown. Industrywise classification is based on available disaggregation 
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Statewisc No of 

(Aug 91- Appro- 

Sep 96) vals 

Invest- Per 
ment Cent to 
(Rs All-India 
Crore) 

Country Invest- Per 

(Sourcewisc) ment Cent to 
Position (Rs Total 

up to Crore) 

31/12/1996) 

Delhi 

412 

16.5.56.04 

19.15 

USA 

25477.53 

26.63 

Maharashtra 

753 

114.37.14 

13.25 

UK 

5322.11 

5.56 

Tamil Nadu 

483 

5006.99 

5.80 

Mauritius 

4801.49 

5.02 

West Bengal 

157 

4897.17 

5.67 

Japan 

4323.78 

4.52 

H Karnataka 

.381 

4747.16 

5.50 

Israel 

4163..52 

4.35 

Orissa 

40 

2720.93 

3.15 

Germany 

3750.71 

3.92 

Gujarat 

225 

5766.03 

6.68 

Korea (south)3716.84 

3 88 

Uttar Pradesh 

198 

2407.1.3 

2.79 

Australia 

2836.89 

2.97 

Andhra Pradesh 

268 

2207.59 

2.56 

Netherlands 

2696.49 

2.82 

Madhya Pradesh 93 

2021.12 

2.34 

Thailand 

2425.53 

2.54 

Punjab 

60 

800.74 

0,93 

France 

2359.8,4 

2.47 

Haryana 

239 

691.73 

0.80 

Singapore 

1704.63 

1.78 

Rajasthan 

119 

516.75 

0.60 

Switzerland 

1669.59 

1.75 

Kerala 

56 

.509.93 

0.59 

Canada 

1645.10 

1.72 

Himachal Pradesh 20 

318.62 

0.37 

Malaysia 

1536.73 

1.61 

Goa 

32 

260.05 

0.30 

Hong Kong 

1246.01 

1.30 

Pondicherry 

27 

250.75 

0.29 

Italy 

1214.71 

1.27 

Bihar 

26 

114.75 

0.13 

Sweden 

1102.92 

1.15 

Chandigarh 

12 

72.46 

0.08 

China 

684.69 

0.72 

Dadra-N Haveli 

14 

66.39 

0.08 

Saudi Arabia 620.70 

0.65 

Arunachol Pradesh 2 

11 06 

0.01 

Oman 

566.96 

0.59 

J and K 

1 

8.01 

0.01 

UAE 

529.36 

0.55 

Daman and Diu 

7 

5.72 

0.01 

Kuwait 

444.73 

0.46 

Meghalaya 

1 

2.50 

0.00 

Belgium 

399.58 

0.42 

Assam 

4 

1.50 

0.00 

Philippines 

378.98 

0.40 

Andaman Nbar 

5 

0.98 

0.00 

NRIs 

4893.44 

5.11 

Tripura 

1 

0.68 

0.00 

Euro Issues/FCCBs/ 


Lakshadweep 

1 

0.50 

0.00 

GDRs 

11683.74 

12.21 

1 Others 

1615 24928.65 

28.88 

All Others 

3478.49 

3.64 

I All-India 

.5252 86329.05 100.00 1 

Total 

95675.11 100.00 
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22,65 
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1.99 

19 
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0.28 
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312 
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64 
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0.14 
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0.2.3 

26 
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0.01 
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217 

547.40 

0..57 
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26 

17.3.50 

0.18 

76 

54 

10.3.87 

0.11 

13 

23 

48.53 

0,05 

176 

302 

1920.45 # 2.01 

2 

9 

30.24 

0.03 

75 

55 

460.41 

0.48 

25 

99 

166.33 

0.17 

24 

28 

682.41 

0.7 i 

49 

106 

572.20 

0.60 

937 

1.367 

127.55.00 

13.34 

5 

6 

25 19 

0.0.3 

no 

95 

527.96 

0.55 

84 

284 

1979.04 

2.07 

54 

57 

1516.96 

1.59 

1 

3 

66.75 

0.07 

13 

35 

871..34 

0.91 

101 

368 

.5625.76 

5.89 

19 

65 

82.89 

0.09 

0 

2 

8.00 

0 01 

3 

24 

47.79 

0.05 

8 

22 

109.17 

0.11 

135 

17.3 

410.46 

0.43 

404 

233 

1483.72 

I..55 

27 

45 

2729.29 

2 86 

26 

29 

448.68 

0.47 

1 

16 

2280.6? 

2.39 

268 

159.3 

37570.37 # 39.30 

.50 

374 

1744.05 

1.82 

76 

236 

22508.22 

23.55 

7 

57 

1397.62 

1.46 

55 

211 

720.72 

0.75 

1 

161 

5352.48 

5.60 

8 

189 

2.353.39 

2.46 

0 

9 

114.09 

0.12 

69 

128 

2345.48 

2.45 

0 

216 

247 83 

0.26 

>469 

5655 

95588.65 

100.00 




COMPANIES 


EFW Resekrcb Foandatioo 


CIPLA 

New Projects 

CIPLA, which is next only to Glaxo in the 
domestic phannaceuticals market in terms 
of market share, saw a mere 1.5 per cent 
increase in net profit in I99S-96, despite a 
21.4 per cent growth in net sales and a 16.2 
per cent rise in value of production. Though 
operating profit increased by 25 per cent, 
sharp increases in interest charges (up 41.1 
per cent), depreciation provision (up 12 per 
cent) and tax provision (up 47.8 per cent) 
restricted the rise in the bottomline. 

Following an increase in equity capital, 
the company’s earnings per share fell from 
Rs 15.3 in 1994-95 to Rs 14.5. However, 
the company’s book value jumped from 
Rs 44.8 per share to Rs 100 per share, mainly 
due to the share premium collected (Rs 88.7 
crore) through its last rights issue. 
Encouraged by this, the company increased 
the dividend trom lOpercentto 12.5 percent 

Exports grew by 28.3 per cent over the 
previous year with the company not only 
consolidating its position in the existing 
markets but also making new inroads into 
markets such as 1 ,atin America, South Africa 
and west Asia. Cipla is continuing its strategy 
of registering its products in a number of 
countries and isenhanemg its global presence 
by negotiating new joint ventuies and 
entering into agreements for the supply ol 
technology to overseas cumpanie.s. 

A major part of the company’s revenue 
is generated from the sale of tabicts/rapsules 
(67 per cent) and chemicai.s/malts (15 per 
cent), while the balance is contributed by 
liquids, creams, aerosols, and injections/ 
sterile solutions. The company’s production 
of tablets and capsules increased f^rom 1.798 
mn to 1,862 mn in 1995-96, an increase of 
3.6 per cent. While sale of tablets and 
eapsulcs, in volume terms, rose from 1,847 
mn to 2,002 mn, an increase of 8.4 per cent, 
sale revenue ro.se from Rs 197.5 crore to 
Rs 241.5 crore or by 22.3 per cent. Though 
production of chcmicals/malts fell from 129.9 
tonnes to 104.8 tonnes, sales increa.scd from 
383 tonnes (Rs 40.7 crore) to 412.8 tonnes 
(Rs 53.2 crore). 

The company introduced several formu¬ 
lations in the market during the year. These 
included Acivir(acyclovir dispersible tablets/ 
cream/eye ointment), an antiviral in herpes; 
Amloprcs (amlodipine tablets), a calcium 
channel bkKker in hypertension and angina; 
Amlopres ATIamUxlipine-i-atenolol tablets), 
a combination antihypertensive; Budecort 
200 (budesonide inhaler), a higher-strength 
corticosteroid in bronchial asthma; and 
Rudenase AQ (budesonide aqueous nasal 
spray), a corticosteroid protection in allergic 
rhinitis. 


The company also manufactured several 
new sophisticated bulk drugs, from the basic 
stage, in order to meet domestic and export 
demand. TheseinciudcdAcyclovir(antiviral), 
Amlodipine besylate (antihyperten.sivc 
and antianginal), Febantcl (veterinary 
anthelmintic). Flutamide (antiandrogen). 
Fluticasone dipropionatc (corticosteroid) 
and Ixuprolide acetate (GnRH analogue). 
Further, a new chemical entity, candocuro- 
nium iodide (a neuromuscular blocking 
agent), was taken up for manufacture. 

During the year the company com- 
mi$.sioned its project at Kurkumbh com¬ 
prising a pilot plant as well as facilities for 
manufacture of small-volume, sophisticated 
bulk drugs. 

The company’s Rs 100 crore rights is.suc, 
which clos^ in June 1995, received only 2 
per cent .sub.scription from its shareholders 
due to the price of the stock falling to almo.st 
half the i.ssue price in the open market. 
Though several underwriters have fulfilled 
their commitments, seven underwriters 
(including Ispat Finance) lodged a case in 
court asking for the issue to be cancelled. 
Though Sebi has now cleared the listing of 
the rights shares, the said share certificates 
would have to carry a sticker which would 
alert investors to the fact that .several court 
cases about the contentious nghts issue iire 
pending in the Bombay High Court. 

Meanwhile, as a precursor to the establish¬ 
ment of a state-of-the-art formulations facility 
in Australia, Cipla has finalised a marketing 
joint venture with Genphariii (Australia) as 
part of its strategy to consolidate its global 
presence. The company has earmarked eight 
new products for its OTC range for the 
export market which include pain killers, 
calcium supplements, multi-vitamins, 
energiser drinks and sugar substitutes. On 
the domestic front, the company has lU to 
12 products in the pipeline in various 
categories .such as anti-asthmatics, cardio 
vasculars and antibiotics. 

The company’s shares currently quote at 
around Rs 675 on the Bombay Stock 
Exchange, discounting its 1995 -96 earnings 
per share by over 45 times. 

KIRLOSKAR CUMMINS 

Expanded Capacity 

Af(eralr,agas.sociationof35 years, Kirloskar 
Cummins, the leading diesel engine 
manufacturer, and Cummins (US) have 
decided to part ways. KirloskarOil Engines, 
which holds a 25.5 percent stake in Kirloskar 
Cummins, will divc.st 1 percent of its holdings 
to the foreign company thus enabling the US 
major to hike its stake to 51 per cent. While 
Kirloskar Cummins is expected to be 
rechristened and the board restructured, the 


Kirloskars claim that the decision to part 
company was prompted more by the changed 
economic and business scenario in the post¬ 
liberalisation India than by any split. The^ 
separation will result in KirloskarOil Enginis 
and Kirloskar Cummins operating inde¬ 
pendently. Kirloskar Cummins presently 
manufactures engines ranging from 100 hp 
to 2.000 hp while Kirloskar Oil Engines has 
a range from 3 hp to 300 hp and from 800 
hp onwards. 

Kirloskar Cummins, meanwhile, 
performed well in 1995-96, earning a 26.8 
per cent higher net profit on a 20.7 per cent 
higher turnover and value of production. 
The company’s operating profit increased 
by 18.4 per cent over the previous year. 
Interest charges fell by 10 per cent and 
depreciation provision was higher by only 
8.6 per cent over the same period enabling 
the more than proportionate rise in the 
company’s bottomlinc. Consequently, the 
company’s earnings per share rose from 
Rs 12.6 to Rs 16 and the company raise?* 
the dividend rate trom 25 per cent to 30 per 
cent. Book value per share too increased 
fiom Rs 45.4 lo Rs 58.4. Bonus equity 
accounts for up to 96.2 per cent of the 
company’s total equity capital to date. 

The company produced 9,100 internal 
combustionenginasin 1995-96against8,272 
engines manufactured in 1994-95, represent¬ 
ing an increase of 10 per cent over the 
previous year. .Sales too were higher at 9,070 
engines(l994-95:8.256engines). Production 
of diesel generating sets increased from eight 
sets to 26 sets while that of hydraulic 
governors rose from 73 units to 118 units. 

T he entire production ol diesel generating 
sets and hydraulic governors (as was the case 
last year) were .sold during the year. H 

The company has increased its capacity 
to manufacture internal combustion engines 
from 8,500 to 10,000 by investing in new 
machinery and strengthening its supply ba.se 
in order to meet further strong growth in 
demand for power generation, construction 
and mining markets. 

The company plans to achieve continuous 
improvement and elimination of waste with 
avicwtofuirillingfivekcyobjectives,namely, 
a comparative advantage for customers, 
return on equity, profitable growth, responsi¬ 
ble citizenship, and outstanding people. 

The company’s stock quotes at around 
Rs 380 on the bourses, discounting its 
1995-96 earnings per share by 24 times. 

OSWAL CHEMICALS 

Getting into Stride 

Oswal Chemicals and Fertilisers, an Abha^ 
Oswal-owned company, performed well ii^ 
1995-96. The company posted a net profit 
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Tic Wedc's Cwnpanlet 


(Rs lakk) 


Growth and Financial 

Indicators/Yetu' Ending 

CIPLA 

March March 
1996 t99S 

Kirioskar 

March March 
1996 1995 

Ofwal 

Chcmlcala 
March March 
1996 1995 

iMomc/approprUllMts 

1 Net sales 

33587 

27675 

65812 

54542 

24S4S 

12971 

2 Value of production 

33271 

28629 

66051 

54720 

26587 

12756 

3 Other income 

773 

704 

1508 

1173 

122 

107 

4 Total im'-ume 

34044 

29333 

67559 

55893 

26709 

12863 

5 Raw materialsfstores and 

12662 

12344 

42962 

34648 

13866 

11231 

spares consumed 

6 Other manufacturing expenses 

7817 

6166 

2666 

2463 

273 

295 

7 Remuneration to employees 

1665 

1580 

4417 

3548 

376 

174 

8 Other expenses 

5967 

4495 

4243 

4022 

2021 

509 

9 Operating priffil 

5933 

4748 

13271 

II2I2 

10173 

654 

10 Interest 

1494 

1059 

11.30 

1255 

2675 

131 

11 Gross proftl 

4457 

4064 

12217 

9931 

7511 

530 

12 Depreciation 

711 

635 

1638 

1509 

1854 

263 

13 Profit before tax 

3746 

.3429 

10579 

8422 

5657 

267 

M Tax provision 

850 

575 

4250 

3430 

_ 

- 

IS Profit after lax 

2896 

28.54 

6329 

4992 

5657 

267 

16 Dividends 

244 

186 

1188 

990 

- 


17 Retained profit 

2652 

2668 

5141 

4002 

.5657 

267 

LiabiUties/assets 

11^ Paid-up capital 

1999 

1865 

3960 

3960 

3IS4I 

22741 

19 Reserves and surplus 

I9I9S 

7708 

19165 

I4U23 

57172 

5ISI6 

20 Long-term loans 

8613 

7648 

3349 

5527 

51022 

31916 

21 Short-term loans 

1450 

2550 

1345 


2142 

2492 

22 Of which bank borrowings 

I4SU 

1750 

1.345 

- 

- 

- 

23 Gross fixed assets 

1.3935 

12410 

25478 

21407 

129611 

99437 

24 Accumulated depreciation 

4495 

3763 

13206 

11696 

4344 

2564 

25 Inventories 

9182 

9754 

9964 

9848 

5186 

356 

26 Total assets/liabilitics 

38503 

26152 

38940 

34619 

152942 

111794 

Miscellaneous items 

27 Excise duty 

2525 

1908 




90 

28 Gross value added 

7473 

6966 

172.57 

14178 

10530 

771 

29 Total foreign exchange income 

4047 

3096 

10464 

10178 

- 

436 

30 Total foreign exchange outgo 

3047 

2230 

17932 

13828 

2493 

456 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 87.23 

105 82 

169.01 

157 55 

16 05 

V 

11.60 

32 .Sates to total net assets (%) 

107.45 

139.98 

236.57 

211.99 

17.30 

tt.94 

33 Gross value added to 

H gross fixed assets (%) 

9 Return on mvesiment 

(gross profit to total assets) (%) 

53.03 

56.13 

67.7.3 

66.21 

8.12 

0.78 

11..58 

15 54 

31..17 

28 69 

4.91 

0.47 

35 Gross profit to .sales 
(gross margin) (%) 

13.27 

14.68 

18.56 

18.21 

30.60 

4.09 

36 Operating profit to sales (%) 

17.66 

17.16 

20.17 

20.56 

41.45 

504 

37 Profit before tax lo sales (%) 

11.IS 

12.39 

16.07 

15 44 

23.05 

2.06 

38 Tax provision to 
profit before lax {%) 

22.69 

16.77 

a 

40.17 

40.73 



39 Profit after lax lo net worth 
(return on equity) (%) 

13.66 

29 81 

27.37 

27 26 

6.38 

0 36 

40 Dividend <%) 

12..50 

10.00 

30.00 

25.00 

- 

- 

41 Earning per share (Rs) 

14.49 

15.30 

15.98 

12.61 

2.49 

0.12 

42 Book value per share (Rs) 

100.12 

44.84 

58.40 

45.41 

35.14 

32.65 

43 P/E ratio 

46.59 

27.45 

23.78 

30.54 

6.43 

- 

44 Debt-equity ratio 

(adjust^ for revaluation) (%) 

43.03 

91.46 

14.48 

.10.73 

57.51 

42.98 

45 Short-term bank borrowings 
to inventories (%) 

15.79 

17.94 

13.50 

_ 

_ 


46 .Sundry creditors to 
sundry debtors (%) 

41.78 

100.75 

69.67 

79.03 

15659.52 

2760.29 

47 Total remuneration to employees 
to gross value added (%) 

22.28 

22.68 

25.60 

25.02 

3.57 

22.57 

48 Total remuneration to employees 
lo value of production (%) 
w Cross fixed assets formation (%) 

S.OO 

5.52 

6.69 

6.48. 

1.41 

1.36 

14.16 

22.00 

19.02 

5.89 

30.34 

- 

■50 Growth in inventories (%) 

-5.86 

22.91 

1.18 

.33.14 

1356.74 

- 


- meoris not available. 


of Rs S6.6 crorc after a nti pruftl of a mere 
Rs 2.6 crorc in 1994-95. While net sale.t rose 
by 89.2 percent, valueof production jumped 
by 108.4 per cent and operating proftl shot 
up from Rs 6.5 crorc to Rs 101.7 crorc. 
However, alter exporting goods worth 
Rs 4.4 crorcintheprcviousyearthecoinpany 
seems to have completely given up its efforts 
in this direction during the year under review. 
Further, imports have moved up sharply 
from Rs 4.6 crore to Rs 24.9 crorc 

From a minuscule Re 0.1 eiunings per 
share (EPS) in 1994-95. EPS for 1995 96 
surged to Rs 2.5 while book value edged up 
from Rs .12.7 per share to Rs 35.1 per share. 

The company’s Shahjahanpur fertiliser 
plant commenced trial production of uiea 
from end-November 1995 and has reportedly 
achieved a capacity utilisation of 160 per 
cent I n the first four months of its operations. 
While the suKsidy payments notified by the 
government arc reportedly being received 
regularly, the company claims that it has the 
lowest interest burden per tonne of urea* 
among similarfcrtiliscr plants. The company 
has also commenced marketing its urea in 
Punjab, Haryana and Bihar, in addition to 
Uttar Pradesh. 

The company has hived olT its vanaspati 
unit at Mandideep in Madhya Pradesh and 
the 13,5(X) LDPE plant at Rishra, which had 
been closed down in July 1993 lollowing 
the decontrol of industrial alcohol, is being 
shifted to Shahjahanpur due to availability 
of adequate and cheaper molasscs/industrial 
alcohol in UP. 'I he company is also planning 
to set up a 120 kilo litres per day (kipd) 
distillery. Both, the distillery and the LDPE 
plant are expected to commence commercial 
production bv July this year. 

Meanwhile the I >clhi administration h.is 
slapped a recovery notice of Rs 33.8 ciore 
on the cumjiany on behalf of the Madhya 
Pradesh sales tax department. The claim 
concerns non-payment ul sales tax dues by 
tornier units ot the company in Bhopal. Th: 
company, however, claimed that the nonce 
is entirely unfounded and plapned to move 
the high court iti this regard. 

The company has now shelved its pians 
to .set up a Rs 1.6U0 crore naphtha-based 
uinmonia-cum-urea plant near Paradeep port 
in Onssa. Instead, the Oswal group now 
plans to set up a 1.2 million tonnes per 
annum urea plant which will he piomnted 
by Oswal Agro Mills. 

Fortlielirstsix months of 1996-97, Oswal 
Chemicals has recorded a turnover of Rs 300 
crore compared to Rs 61.1 crore in the 
corresponding period last year. fJross profit, 
loo. was higher at Rs 112.1 crorc while net 
profit improved to Rs 81.1 crorc compared 
to a gross proftl of Rs IS crore and a net 
proftl of Rs 13.7 crore m the corresponding 
period last year. 

The company’s .share quotes at around 
Rs 16 on the bourses, discounting its 
1995-96 earnings per share by 6.4 times. 
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MONEY MARKET REVIEW 


£l*WReseardi Fomidattoii 


Financial Sector Reform at Cost of 
Real Economy 


The announcement of the monetary and credit policy for the first half 
of 1997-98 has come against the background of a sharp deceleration 
of industrial growth and a severe setback to corporate performance. 
The situation called for innovations in the credit delivery system. But 
such innovation is likely to be hindered by the Reserve Bank's 
decision to remove reserve requirements on inter-bank liabilities, 
permit repo and revenue repo transactions in all dated government 
securities and expand call money lending by non-bank financial 
companies. 


I 

Wide-Ranging Liberalisation 
Measures 

THEmonth of Apiil was dominated by policy 
developments relating to money and debt 
markets The Reserve Bank of India's 
monetary and credit policy for the first half 
of 1W7-9S introduced radical changes with 
renewed focus on money, foreign exchange 
and government securities markets. Though 
prefaced with the twin traditional objectives 
of maintaining price stability and providing 
adequate credit for real sector growth, the 
nuincrou.s mca.sures announced by the RBI 
are held logeilici by the authorities' single- 
minded pursuit of financial sector reforms. 
In panicuktr, the.se mea.sures .sought to achieve 
integration of various segments of the 
domestic linancial market and the domestic 
market with global markets, increasing 
market-orientation of the interest rate 
structure and liberalisation of the credit 
delivery system 

,Sigtiil:(..inily. the announcement of these 
measures in tuithcrance of linancial sector 
retoi ms has coincided with reports of a sharp 
deceleration in industrial growth and ase vere 
setback to corporate sector performance 
during which were themselves 

attributable, albeit partly, to the operations 
ul the linancial system as rcflcclcd in 
inadequate supply of institutional credit as 
well as unusually high rates of interest 
prevailing now loi some tune (the other part 
being atiribuicd to compression of public 
expenditure). The credit policy package no 
doubt sought to reduce intcrc.st rates on bank 
loans by reducing the Bank rate and short¬ 
term depodt rates, and in response, banks 
and financial institutions (FIs) have reduced 
their prime lending rates (PLRs). More 
significant Jiclincs have occurred in interest 
rates on money market instruments such as 
certificates of dc|)o.sit (CDs), commercial 
paper (CP) and bonds of Rs and corporates. 
The signal for a downward trend in interest 


rates had also come from the reductions in 
discount rates on treasury bills (TBs) and 
coupon rates on government securities. 

Notwithstanding the current mood of the 
market to accept lower rates of interest, 
uncertainty still pervades as to whether the 
new policy measures are potent enough to 
sustain the declining trend in interest rates 
and ensure the availability of credit for prime 
rated borrowers as well as large categones 
ol non-pnme rated borrowers. So far the 
reductions in interest rates have been made 
possible because of the unprecedentedly large 
amount of excess liquidity prevalent in the 
system. Distinct signs are that pressures on 
this liquidity may emanate from two sources, 
namely, the government and Ihc prime-rated 
companies whose activities faced a stalemate 
during the past three months or so Prom the 
govemincnt side, the pressure has already 
begun to be felt. The new year has begun 
with the abolition of ad hoc treasury bills 
and ils replacement by a system of ways and 
means advances (WMAs) within a limit. To 
meet its revenue requirements and also to 
take advantage of the outflow of liquidity 
in the system, the central government has 
already issued two loans and also a large 
private placement with the RBI. State loans 
have mopped up sizeable liquidity. 
Simuhancously, there have been increased 
activity in bond is.sues by FIs and major 
corporates, as also issues of CPs by them. 
These have been enough to push up the call 
money rales from near-zero levels prevailing 
throug. .mt .April to around 10 per cent after 
the close of the month. TTierc arc no signs 
of any pick-up in non-fotxi credit cxpan.sion 
of scheduled commercial banks; there has 
been an ab.solute reduction of Rs 1,792 crore 
during the lonnight April 11-25, (hat is, after 
the announcement of the credit policy, partly 
of coursi as a correction to the year-end 
window-dressing. 

Sustaining of the declining trend in interest 
rales is contingent upon the fiscal scene 
being brought under control. There are too 


many imponderables to be able to do so. At 
any rate during the first half of the year, the 
government is sure to face a severe resource 
crunch as drastic cuts in direct tax rates my 
not be immediately compensated for by better 
compliance, if at all. Even the response to 
the voluntary income disclosure schmne 
(VIDS) will take a while, and its magnitude 
is unlikely to fill the loss in revenue due to 
tax cuts. A rough estimate sugge.sts that to 
fill such loss in revenue through the VIDS 
will require declaration of hidden incomes 
worth as much as Rs 30,0(X) crore by income 
tax and corporate tax assessees together, 
which may appear too optimistic. Revenues 
may also get adversely affected due to 
depressed industrial activities which have 
prevailed for some months now. Government 
borrowings may thusconlinue to pul pressure 
on the financial markets and that isto maintain 
current levels of government expenditures 
including the implementation of the fifth 
commission recommendations; the pi 
of capital expenditure compression in real 
terms, which was effected in 1996-97 and 
which hurt industrial growth, is unlikely to 
be reversed this year. 

Also. It IS unlikely that the expansionary 
monetary and credit policy alone wilt suffice 
to revive industnal activity in the face of 
significant fi.scal compressions taking place 
What is more, the new credit policy has not 
addressed the severe constraints which banks 
and FIs have faced in expanding institutional 
credit at affordable rates of interest for the 
generality of productive borrowers. These 
constraints have not emanated from such 
credit norms as the system of maximum 
permissible bank finance(MPBF) whichUj^ 
new credit policy has sought to disptM^ 
with; they have rather emanated from 'he 
premature implementation of prudential 
norms such as capi tal adequacy rcquiremenis. 
from the excessive encouragement given lu 
banks and Rs to focus on treasury operatiom 
even to the neglect of their traditional task 
of expanding credit and, above all, from still 
competition amongst hanks and FK for 
rciiource mobilisation which has been 
promoted by freeing of interest rates on long¬ 
term depiwit s and bunds and which has made 
thecostof capital sticky. Instead of correcting 
these constraints, the RBI has sought in 
reinforce them and allow the money, foreign| 
exchange and government .security marketj 
opentions almost as the end-all of finanii 
sector activities. 


Innovations in Ckbdit Instrumekts 
NEGtECTEO 

The situaiioncalled forextensiveexpwpd 
in institutional credit and innovations iroli^ 
credit delivery system such as the promoiio 
of a bill culture but the latter is going to t 
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hindered by ihc decision to remove reserve 
requirements, beyond the statutory miniirHim, 
on inter-bank liabilities, to permit repo and 
reverse repo transactions in all dated 
government securities and to expand call 
money lending by non-bank entities with 
bulk surplus funds. Apart from helping 
foreign banks and new private banks in 
particular to persist with larger asset-liability 
mismatches and indulge in arbitraging 
activities between the call money market and 
the forex market, the new policy is sure to 
prevent the emergence of shon-term market¬ 
able instruments of credit delivery. Even the 
ostensible objectiveof creating a term-money 
market and a smooth money market yield 
curve could have been achieved better by 
promoting a system of discounting and redis¬ 
counting of commercial bills, CPs and other 
marketable instruments on a sizeable scale. 
Such innovations in credit delivery by banks 
with appropriate systems of credit appraisal 
will also be hindered by the removal of limits 
on banks’ investment in bonds, debentures 
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and preference shares and the enhancement 
of the limit on investments in equities. In 
a credit-scarce economy, the resources 
mobilised by banks and Hs should be used 
for short-term and long-term loans with 
appropriate credit appraisal and discipline 
on end-use. Similaily, the removal of limits 
on bank credit to certain NBFCs appears to 
be an improper step as there can be no 
monitoring of their end-use of funds; they 
have substantial investments in stock 
market assets and teal estate .ind the use of 
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bank funds for such purposes is clearly 
inadvisable. 

A time-tested method of promoting 
innovati vemedit instmments is for the central 
bank to deploy its rediscount and refinance 
window for such instruments and for 
influencing the flow of bank credit fw priority 
sectors. This objective is prevented from 
being achieved bwause of the RBI’s reflisal 
to advance sector-specific refinance facility. 
While it completely abolished the refinance 
limits given to banks against government 


Table 2: Daily Quotations of Hicks and Lows of Call Rates in Per Cent Per Annum: 
Simple Statistical Characteristics 


All Four 
Weeks 


April 1997 
WeckBoded_ 


All Four 
Weeks 

Man:hl997 
_Week Ended 


of the 
Month 

May 

2 

25* 18 

II* 

4 

of (he 
Month 

28* 

21 

14* 

- 

Mean 1.4 

2.2 

0.2 0..*i 

0.4 

29 

4.2 

2.8 

5.1 

3.6 

4.6 

Standard deviation 2.2 

3.1 

0.1 0.5 

0.4 

24 

I.S 

1.8 

0.7 

1.6 

1.5 

Coefficient of variation 
(penxntages) 161.1 1.38.9 

67.2 100.0 100.0 

82.8 

36.4 

63.0 

14.2 

33.9 

32J 


Data for reporting Fridays (RF) are omined. 


Table I ; Estimated Flow of Liquiotty into the Financial System d' rino Amn. 1997 


{Rt^ts crorti 


IterosN. 

\Week Ended 


Mav2 



25 



18 



II 



4 


Inflow Outflow Net 

Inflow Outflow 

Net 

Inflow Outflow 

Net 

Inflow Outflow Net 

Inflow Outflow 

Net 

91-day T bills (Auction) 

500 

170 

330 

500 

100 

400 

500 

100 

400 

500 

100 

400 

208 

100 

108 

.364-day T bills (Auclion) 

- 

- 

- 

75 

2893 - 

2818 

- 

- 

- 

221 

2008 

-1787 


- 


Coupon payments 

60S 

- 

60S 

307 

* 

307 

489 

- 

489 

1826 

- 

1826 

145 

- 

145 

Net foreign assets (variation) 

300 

- 

300 

367 

- 

367 

- 

105 

-105 

383 


383 

1985 


1985 

CRR Payments on IBL 

500 

- 

500 

- 

- 

- 

- 

- 


- 

- 

- 


• 

• 

Govt market boirowing * 

120 

5381 - 

■5261 

- 

3000 - 

-3000 

- 

- 

- 

- 

- 

* 




Total 

2025 

5551 - 

■3526 

1249 

5993 - 

4744 

989 

205 

784 

2930 

2108 

822 

2338 

100 

2238 

Memo items 
















Open Market Operations (RBi) 

- 

- 

- 

314 

-314 

- 

140 

-140 

- 

676 

-676 


735 

-73.5 

Repos by RBt 

7770 

5660 

2110 

4267 

4130 

137 

9726 

9363 

363 

2495 

6150 

-3655 

1325 

975 

350 


Notts: A negative sign implies net outflow. -means nil. * Excluding private placement of Rs S,000 croK with the RBI. 


13 








CHmimC YUU>0«VCIflM;9M>BKYl)WUI|li« 
Buxs AND Dated SECimtiES - Wekhrbd 
AvntAoe «)B Awiii 1997 


)>- 


’"r 


Ur 



g.'“ 


2 9 



> 



Ptnixl to Mjtunl> lit Asurnding Ordtr 


t>ecunttesin 1996-97 the RBI !»ucccssively 
pared export rcrinan<.c by bnnging forward 
the base year tot retinance against 
outstandings and also reduced rci'inanccliinits 
against intremcntal export ercdil trom ISO 
per cent to 100 per tent 
In the new polic> the RBI has. on the one 
hand tompletc ly removed access to export 
credit refill me e on the outstanding export 
credit taking away Rs 4,6(K) crore and, on 
theoth.r hand introduced a general refinance 
lacilitv ol almost as much amount t Rs 4,700 
crote) The KBI has sought to limit the use 
olthc latkrfacihty lorliqtiidity management 
by hir'tiiig the period to two blocks of tour 
wec'ks each Bonks will also tie charged a 
penal latc tor excessive use ot this facility 
Thercc ii i jc to this lacility is still automatic 
and iiO< linked to any specitic end use ul 
credit It tnus partakes the character ot 
promoting money maiket and other tie.isury 
opt ratioi 1 iiticr than inducing banks to 
iiinovat in t "panding bank credit 

Bam t’ T. \s snApiimcisi RtiCRENtE 
Rvir 

1 he KBI s new policy has sought to diess 
up the B ink luit as tiic reterence rate bv 
tiiiking 1 1 die I itcs ot inn last on as many 


n & instrOfflonts rtepdiitt. 

varfbuttypesofrefintiitteandotherasdillBnce 
from the RBI Therea^ieanitobenoctanty 
in the RBI’s approach to this concept of a 
nefesence rate. Initially expressing its objec¬ 
tive of deregulating interest rates and at the 
same time appreciating the need for offenng 
a signal on interest rates, the RBI thought 
ot matkci-delermined reference rates emer- 
eing in the money market - RBI refinance 
rate for short-term instruments and the long- 
tenn yield rates on government secunlies 
{RBVsAnnualReporl, 199/ 92) Atthenext 
stage. It thought of declai mg one ot its interest 
rates as the reference rate and visualised a 
cons ention ot hank deposit and lending rates 
being linked to it (Annual Report, 1992-93) 
Subsequently, the RBI hoped that one of the 
money market rates would emerge as a 
reference rate and thought that the S64-day 
TBs was being increasingly used as a 
benchmark for fixing other ratesinthe system 
{Annual Repon, 1993-94) In recent years, 
the RBI has been arguing that moreclflcient 
interest rate policy signals could emanate 
from enlarging the RBI’s own money market 
and secunlies operations 
III the lust place the concept of a unique 
reterence rate is generally inconceivable when 
dll Icrent real sectors by their own nature arc 
Iragmentcd and deserve divergent rates 
Secondly a reterence rate to be meiningtui 
has to cam Its place by a process ot evolution 
lastly the Rank rate, unlike what is known 
as the discount rate in advanced financial 
markets, cannot be treated as a unique rate 
for the RRI to render refinance and other 
iortns of financial assistance to the 
government and the cummcrcial sector fhe 
KBI rates have to he diticrent for different 
purposes amt sectors depending upon the 
punitive or promotiunai nature of the RBI 
assistam e It it has to signal a neutral stance 
and yet render assistaiice to any spcciiic 
sector, the Bank rate should have some 
ijtionale such as average cost ot tunus in 
the system The bizarre nature of treating the 
Bank I ale as a reference rate is evident trom 
the tact ttiai as many as 15 RBI rates have 
been linked to it ranging trom 5 5 per t ent 
(the Bank rate minus 5 5 percentage points) 


to f 6percem(»ic Bapk wtephu ^ p ei t t i hta yi^^ 
points). We may tliscem miny more inp-' 
tional elements in the method of fixing RBI 
rates For instance. WMAs to state 
govemmenu are at the Bank rate (11 per 
cent) and their overdrafts at the Bank rate 
plus 2 percentage points (13 per cent), • 
whereas the WMAs to the central government 
aFelinkedtothediscountraieon91-dayTBs. 
The latter may sound more realistic but then 
It exposes the inadmissibility ol treating the 
Bank rate as the rclerence rate 

Forex Markets 

In the new measures relating to external 
transactions and lorex market operatibns, 
there is some mix-up of measures required 
lor casing the activities ot corporate ex porters 
with those helping speculation in foreign 
exchange exposures Thus, permission 
granted to corporate exporters toextend trade 
related advances to their import clients up 
to $3 million trom out of theirown exchange 
earners’ foreign currency account (EEFC) 
should be a helpful measure fortheexporters,. 
but the other measures surh as the permission 
granted to exporters and importers to take 
forward cover without the requirement ot a 
firm order or letters of credit, allowing the 
ADs to run swap books for ananging rupec- 
foicign currency swaps between exporters 
with foreign currency and those with rupee 
liabilities and permitting the ADs to borrow 
up to $10 million from abroad with the 
explicit objective of achieving greater 
integration between domestii and overseas 
money markets can have destabilising 
influences on the domestic money market 
and promote speculation Ihese measures 
are truly prcmalure considering the tael that 
the time is not iipe as yet tor capital account 
convertibility 

Otiur Measures oe iNSTinmov 

Dl VEIOPMENT 

Alter the RBI announced (he guidelines 
lor the setting up ol money market mutual 
lunds (MMMFs) two years ago Kothan 
Pioneer was the first compan> to have 
launchcdanMMMFin February The Kothan 
MMMF has, however, tailed to take off and 


IlCIIIV 


fAHu t Caii Mono Ratis 


_Agnl 1W_ 

Mw2 2S(Rt) IX«« IKRF) 4 2H<RP) 
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' Wcighit d .ivcrage ot borrowing rales reported to ihc RBI by selected banks and DFHI weights being proportional to amounts borrowed 
Figuii in paieiithe«ek represent weekly range during similar period last year 
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'.pat iipaite4 to iMvie eoliectod b^ly Rs 1 
iiore. the ‘hind leopened for subscription 
tti April but again did not succeed. The 
faiiine of the scheme is said to be largely 
on account of poor marketing; there was also 
less UMaparency in explaining the nature of 
naiket instruments to the investing 

Blic. 

The second MMMF was launched by im. 
The timing of launching of this may be 
inappropriate from the investment point of 
view as the peak of yields on government 
paper is pertiaps already on the decline. Yet, 
DTI was successful in gamering a respectable 
amount for its MMMF in the first two days. 
This was perhaps due to the fact that in the 
recent policy announcement the RBI 
permitted corporate sector to expand 
tiivestmenls in money market in.struments. 

II 

Call Money and Forex Markets 

Abundance of liquidity in the domestic 
call market and the forex market was a 
predominant feature during the month 
(Table I). Like every year, this year too saw 
a rna.ssive end-March window dressing of 
bank deposits and loans. However, 
independent of thi.s phenomenon, robust 
deposit growth coupled with injection of 
rupee liquidity through the RBI’s heavy 
purchases of dollars kept the call rates below 
I per cent throughout the month (Tables 2 
and 3). The situation got further uceentuated 
as a result of the absence of short-term 
liquidity parking avenues as a result of the 


per^stcMslugiitilinessiii|indu$tri^d activity. 
Takingadvantageoftheliqaiditybuige.RBi 
stepped up the government’s borrowing 
progratnme and its own repo transactions. 
During the month, RBI sucked up liquidity 
worth about Rs 19,(XX) ctore by way of net 
treasury bill auctions (Rs 6,235 crore), 
medium-term government (centre and state) 
borrowings (Rs 8,381 cipic), open market 
operations (Rs 1,864 crore). and repos 
(Rs 3.285 crore on an average basis). Even 
so, call rates crashed to less than I per cent 
during the month after opening at 4.75 per 
cent on April 2. Towards the end of the 
month, foreign remittances slowed down for 
a while and there were state loans issued; 
hcnccthecall rates began to firm up, touching 
4.5 per cent on April 30. Though DFHI and 
ST(3I lent support of Rs 1,600 crore and 
Rs l,0(X) crore respectively, the call rates 
scaled a further height of 10.25 per cent on 
May 2 (Graph A) after which the rates settled 
down to a range of 7 to 8 per cent during 
the first week of May. tbe rise in call rates 
also reflected the anxiety of bankers about 
further govcn.meni borrowing of Rs 3,000 
crore schcuulcd fur May 9. 

Foreign exchange markets remained quite 
.stable with supply far in excess of demand. 
Apart from larger private remittances, the 
month witnessed net Rl investment of $ 148 
million and ECB inflows of $700 million. 
With the Reserve Bank’s purchases slowing 
down a little, the nipcc strengthened to some 
extent and reached a high of Rs 35.76 a L'S 
dollarin thethird week of April ftumRs 35.89 


on April t (Graph B). Political uncertainty 
resulted in a slow-down of inflows reducing 
somewhat the excess supply. Easy call rates 
alsoresultedin softening of the forward pre¬ 
mia which ruled in the range of 6-7 per cent. 

Taking advantage of low call rates and 
appreciating exchange rate, many foreign 
banks indulged in parallel rupee-doUar 
arbitrating in terms of the cross-b^er forex 
speculation. These banks funded their cash 
(tollar purchase by borrowing calls at 0.5 per 
cent and sold dollar spot. For the intervening 
period, such dollars were parked overseas 
in nostro accounts to earn interest of S.2S 
per cent, thereby yielding a clean spread of 
about 4 percentage points after netting the 
transactioncostof I percent. .Sucharbitrages 
are going to be more rampant after the 
abolition of CRR on intcr-bank liabilities. 

Ill 

Primary Market 

Doled Securities 

The RBI came out very aggressively with 
the government’s borrowing programme in 
April and already raised about Rs 8,(XX) 
crore, which was about 24 per cent of its 
annual net tong- and medium-term market 
borrowing (Rs 33.820 crore) and about 15 
per cent oV its gross market borrowing 
(Rs 52.963 crore). Out of this, the market 
borrowing was R.s 3,(XX) crore and private 
placement with RBI was Rs 5.(X)0 crore. In 
an attempt towards setting a beiKhmark rate 
in the very beginning of the financial year. 


Tabi.*- 4: AemoN.s oi- 91-Day Treasury Buj.s 


(Anuiuni in rupees crore) 


Date of 

Notified 

Bids Tendered 

Bids Accepted 

Subscription Cut-off 

Cut-off 

Amount Outstanding (Rupees) 

Auction 

Amount 





Devolved 

Price 

Vi.>M 













(Rupees) 

No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rate 

Tol.il 

With RBI 

Outside 




(Amount) 


(Amount) 

(Amount) 


(Percent) 



RBI 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7)* 

(8) 

(9) 

(10) 

(ID 

(12) 

1996 












April 4 

500.(X) 

12 

.m.50 

II 

295.50 

5014 

96.86 

12.97 

6500 

2868 

.3632 


(2) 

(ISO) 

( 2 i 

(1.50) 

(4.36) 






April 13 

5(X>.00 

81 

1279.02 

34 

487.16 

0,00 

96.89 

12.84 

6500 

2530 

.3970 


(2) 

(125) 

( 2 ) 

(12.84) 







April 18 

SfXI.OO 

93 

1273.33 

.^4 

417.76 

0.00 

96.94 

12.63 

65(K) 

222.5 

4275 


(2) 

(85) 

(2) 

(82.24) 







Apnl 26 

500 00 

92 

1071,39 

.38 

462.03 

0.00 

96 98 

12.46 

6.500 

2090 

4410 


(2) 

(85) 

( 2 ) 

(37.97) 







May 2 

SOOM 

51 

741.95 

35 

480.33 

000 

96.y7 

12.41 

65(X) 

I79.S 

4705 


( 2 ) 

(25.40) 

( 2 ) 

(19.61) 







1997 












April 4‘ 

100.00 

28 

485.00 

3 

100.00 

0.00 

98.23 

7.21 

5300 

1177 

4123 







I98.2.tl 

f7.2l] 




April 1 i 

100.00 

35 

402.05 

4 

l(X).00 

0 00 

98.41 

6.46 

4900 

1177 

3723 







|98 431 

16 38] 




April 17 

100.00 

28 

600.00 

7 

l(X).00 

0.00 

98..59 

5.72 

4500 

1177 

3323 







198.61] 

15 64] 




April 25 

300.00 

14 

155.00 

13 

150.00 

129.60 

98 47 

6 22 

4300 

1.306 

2994 






(20,40) 

(98.52] 

16.01) 




May 2 

150.00 

7.00 

157.00 

1.00 

60.00 

0.00 

98.47 

6.22 

3950 

1306 

2644 


( 1 ) 

(ISO! 

(1) 

(90) 


[98.47] 

16.22] 





-nil 

FigBiw in paienthescs in cob 3 to 6 repmsem numbers and atnounis of non-con^titive bids which arc noi included in the total. 
Figures in the square brackets under cols 8 and 9 represent weighted overage price and respective yield 
• Brar.keMf!gutqsin0ri7rehi|eiodevolvenientonpriinaiydealris. exetuiveof RBI. 



the Reserve Bank announced auction of 
Rs 3,000 crorc worth of lOryear paper on 
April 21. The RBI received as many as 203 
bids worth Rs 8,114.03 crore but accepted 
51 bids for the notiHed amount at 13.05 per 
cent cut-off yield, that is, much lower than 
13.65 percent offered i n the February auction 
for similar maturity. Immediately thereafter, 
the government announced private placement 
of the same paper with the RBI to the extent 
of Rs 5,000 crore on April 23. The 
government’s private placement achieved 
multiple objectives. Apart from augmenting 
the RBI’s portfolio which had depleted due 
to open market sales worth Rs 9,480 crore 
during 1996-97, the receipt was used to 
vacate the centre's WMAs worth Rs 5,174 
crorc on April 25. 

The first tranche of states’ borrowing 
programmes was announced for April 30. 
For the 10-year paper, the nutitied amount 
was Rs 2,500 crore and the rate offered 
(13.05 per cent) was the same as that fixed 
on the central government security auctioned 
on April 21. This i.ssue too received 
> overwhelming response. The RBI received 
Rs 5,381.14 crore worth of bids and decided 
' to retain the entire amount thus ab.sorbing 
a huge portion of liquidity from the market. 

9J dtjy Treasury Bills 

Since the market including the non¬ 
competitive bidders did not respond to this 
paper enthusiastically following drastic 
reductions in its discount rates, the RBI 
reduced the notified amount to Rs 100 crorc 
in the lust two auctions of M.irch (Table 4). 
The first three auctions received over Rs 100 
crore worth of bids each and the RBI had 
to return a majority of them. In the last 
auction, the RBI raised the auction amount 
toRs300crore but the market bids contributed 
only Rs 155 crorc rc-sulting in almost SO per 
cent devolvement on the RBI (Rs 129.60 
crore) and PDs The cut-off yield, which had 
come down from 7.21 per cent in the first 
auction to 6.46 per cent in the second and 
then to S.72 percent in the third, rose sharply 
to 6.22 percent once again in the last auction 
of the month. 

J64-Day TBs 

Contrary to the lukewarm response for 
91-day treasury bills auctions, the 364-day 
bills auciioas evoked onewhclming response 
as a result of relatively higher yields. In the 
April 9 auction. KB I rccei ved Rs 2,570crore 
from 101 bidders but accepted Rs 2,(X}8 
crOre from 63 bidders at a cui-off yield of 
9.42 pcf ccni winch was lowci than that of 
10.10 per cent in the March 26 auction. The 
second auction on April 23 witnessed 
renewed interest as 118 inve.stors bidded for 
Rs 3,4.30 crorc, out of which RBI selected 
only Rs 2,893 crore from 95 bidders at a 
lower cut-off yield of 8.98 per cent. In both 
these auction'., tlie spiead between the cut¬ 


off yMd and weighted average ywld was 
subidantialiy higher as compared to zero 
ditference in March auctions, i e, 36 basis 
points on April 9 and 25 basis points on April 
23 auction (Table 5) suggesting that the bids 
were truly competitive. 

Other Money Market Instruments 

The primary market for CPs was 
rejuvenated following a numberof liberalised 
policy measures. First, the credit policy of 
April 15 reduced the minimum maturity of 
CPs from 90 days to 30 days. This would 
help overcome short-period asset-liability 


mismatch. Secopdiy, RBI allowed all bank 
bonowers,eligible to issueCPs, to iisueCPs 
upto lOOpercentoftheirfund-basedwbiiuiig 
capital limit sanctioned by banks subject to 
compliance with other prescribed terms and 
conditions.Thirdly,RBI allowed companies 
to decide whether they want to adjust the CP 
amount from the cash credit component or 
demand loan component or both. And 
fourthly, RBI asked the banks to consider 
any request for restoimion of limits, after a 
CP issue has been repaid, on the line of the 
enhancement of fund-based working capital 
limit. These measures are expected to provide 


Table 5; AuenoNs of 364-Day Treasury Bius 

(Amount in ni/iees crore) 


Date of 

Auction 

Bids Tendered Bids Accepted Cut-off 

Cut-off 

Yield 

Rate 

(Per Cent) 

Amounl 
Outstanding 
on the Date 

1 of Issue 

No 

Face Value No 
(Amount) 

Face Value (Rupees) 
(Amount) 

1996 







April to 

17 

231.00 15 

221.00 

88.40 

13.72 

2086.70 

April 24 

54 

469.90 10 

75.00 

86.50 

12,99 

2070.70 

1997 







April 9 

101 

2.570.00 63 

2008.00 

91.39 

9.42 

10028.00 





(91.69) 

(9.06) 


April 23 

118 

3430.00 95 

2893.00 

91.76 

8.98 

12846.00 





(91,97) 

(8.73) 


Figures in ihe brackets represent weighted average price and the respective yield. 




Table 6: Auctions of Refos bv RBI 








(Amounl in rupees t rare) 

Date of 

Number 

Bids Tendered 

Bids Accepted 

Cut-off 

Weighted 

Auction 

of 




Repo 

Average of 


Days 

No Face Value 

No 

FaceValue 

Rate 

Repo Rate 


Repo 

(Amount) 


(Amount) 

(Percent) (PerCent) 

(1) 

(2) 

(3) (4) 

(5) 

(6) 

(7) 

(8) 

1997 







March 31 

4 

5 1000 

4 

975 

5.00 

4.96 

Apnl 4 

4 

49 7665 

20 

1520 

4.90 

4.83 

April 7 

3 

92 12362 

34 

4630 

4.50 

4.33 

April 11 

5 

97 10250 

25 

5096 

4.00 

3.93 

April 15 

5 

79 11040 

29 

4267 

3.50 

3.36 

April 21 

4 

59 9280 

9 

4130 

2.90 

2.84 

April 25 

4 

65 7890 

17 

3640 

2.50 

2.47 

April 29 

3 

44 6630 

27 

2020 

2.40 

2.i4 

Total 


490 66117 

165 

26278 

3.89l» 

3.520 

® Weighted by cols 6 and 4, respectively. 






Table 7; Refo Transactions in Government Pafer 




(Other than with the RBI) - April 1997 



Repo Period 


Amount Involved 

Range of 

Weighted 

in Number 


(Rupees Crore) 

Interest 

Average 

of Days 




(Per Cent 

Interest Rate 





Per Annum) 

(Per Cent Per Annum) 

A Dated Securities 







3 

401,00 


1.00-8.50 


3.82 


4 

297.00 


1.00-5.75 


3.10 


5 

21.00 


2.50-4.00 


3.43 


7 

25.00 


4.7 


4.70 


8 

80.00 


3.85-5.75 


5.09 

10 

100.00 


5.15-5.40 


5.40 

14 

23.00 


7.50 


7.50 

30 

10.00 


5.00 


5.00 

All Issues 


957.00 


1.00-8.50 


3.98 

B 364-Day TBs (All Issues) 

185.00 


1.00-5.00 


3.14 

C 91-Day TBs (All Issues) 

5.00 


2.50 


2.50 



Appendix Taelk Secondary MaRmetOpErationi in Oovernment Paper, RBI's SOL Data 

(Anutunt in rupees, crore} 


Week Ending April 1997; Yield to Maturity on Actual Trading Total for the Month 

if If il 4 of April 1997 

Deicfiptions Amt YTM CY Amt YTM CY Amt YTM CY Amt YTM CY Amt YTM CY 


l^teasuialMIls 


III^AyPy Bills IS6.9S 

m^Day Bills* 881.00 

2 001 Dated Securities 

A Converted (Per Cent: Year) 

3.65 

7.86 


75..50 

422.20 

4.94 

8.34 

• 

392.52 

775.84 

5..37 

7.52 


494.18 

604.31 

6.28 

9.02 


1119.17 

2683.35 

5..50 

8.10 


I) 13.50, 1998 

531.70 

9,46 

13.01 

- 

- 

- 

5.00 

9.35 

12.98 

284.76 

9.94 

13.05 

821.46 

9.63 

13.03 

ii) 12.00,1999 

40.00 

10.22 

11.63 

15.00 

10.66 

11.73 

235.12 

11.84 

11.96 

- 


- 

290.12 

11.55 

11,90 

iii) 13.25,2000 

* 


- 

. 

- 

- 



- 

- 

. 

- 

- 

. 

- 

iv) 11.75.2001 

112.79 

11.59 

11.69 

45.00 

12.17 

11.92 

60.00 

12.60 

12.09 

90.61 

13.05 

12.28 

.308.40 

12.30 

11.97 

V) 12.50.2004 

78.10 

I2..34 

12.41 

31..50 

12.75 

12.64 

2.5.75 

12.96 

12.76 

82 36 

13.32 

12.98 

217.71 

12.84 

12.70 

Sub-total • 762.59 

B Regular (Per Cent; Year) 

10.11 

12.68 

91.50 

12.12 

12.14 

325.87 

12,03 

12.07 

457.73 

11.16 

12.88 1637.69 

10.90 

12..59 

i) 6.50,1997 

- 

- 

- 

0.02 

6.44 

6.50 

- 

- 

- 

- 


- 

0.02 

6.44 

6.50 

ii) 7,25,1997 

- 

- 

- 

- 

- 

- 

10.00 

-4.78 

7.20 

- 

- 

- 

10.00 

-4.78 

7.20 

iii) 13.25, 1997 

- 

- 


10.00 

3.15 

12.94 

5.00 

4.68 

12.96 

20.00 

6.71 

13.02 

35.00 

5.40 

12.99 

iv) I3..S0, 1997 

296.50 

6.40 

13.18 

85.70 

6.11 

13.15 

58.3.05 

9.82 

13.32 

156 50 

9.45 

13.29 1121.75 

8.58 

13.26 

V) 7.00, 1998 

100.00 

8.61 

7.11 

• 

- 

- 

■ 

- 

- 

- 

- 

- 

100.00 

8.61 

7.11 

vi) I2..30. 1998 

10.00 

8.68 

11.68 

- 

- 

- 

- 

- 

- 

- 

- 

- 

l().(K) 

8.68 

11.68 

vii) 13.50, 1998 

15.00 

8.60 

12.95 

- 

- 

- 

10.00 

11.01 

13.21 

5.00 

9.41 

13.29 

30,00 

9.54 

13.09 

viii) 13.62. 1998 

45.00 

8.81 

12.90 

.57.97 

9.00 

12.9) 

102.00 

9.84 

13.03 

88.00 

11.08 

13.22 

292.97 

9,89 

13.04 

ix) 13.65, 1998 


- 

- 

5.00 

10.40 

12.98 

27.00 

10.62 

13.16 

27.02 

II IS 

13.24 

59.02 

10.84 

13.18 

X) ,5..50. 1999 

. 

- 

. 

0.04 

4.67 

5.50 

. 

- 

- 

- 

- 

- 

0.04 

4.67 

5.50 

xi) 13.00, 1999 


- 


14.00 

10.88 

12.45 

5.00 

11.48 

12.60 

- 

- 

- 

19.(K) 

11.04 

12.49 

^ xii) 13.12. 1999 
Vxiii) 13.40.1999 

20.00 

10.42 

12.44 

6.00 

10.69 

12.50 

20.00 

11.55 

12.72 

32.40 

12.46 

12.95 

78.40 

11.57 

12.73 

135.00 

10.11 

12.47 

20 00 

10 76 

12.65 

58.93 

11.49 

12.85 

130.42 

12.12 

13.03 

344.35 

11.14 

12.75 

xiv) 13.6.5, 1999 

46.00 

9.49 

li.80 

lO.OU 

:o20 

12.94 

.10.00 

11.18 

13.13 

79.00 

11.88 

13.28 

165.00 

10.98 

13.10 

XV) 13.70. 1999 

60.00 

971 

12 75 

500 

10.27 

12.88 

70.00 

11.25 

13.10 

100.00 

17.81 

13 24 

235.00 

13.63 

13.06 

XVI) 5 00.2000 

- 

- 

- 

0.08 

5..50 

5.50 

- 

- 

- 

- 

- 

- 

0.08 

5.50 

5.50 

xvii) 6,50.20<K) 

- 

- 

- 

0.01 

6.50 

6.50 

- 

- 

- 

- 

• 

- 

0.01 

6.50 

6..50 

xviii) 10 7.5.2000 

- 

- 

- 

- 

- 

- 

4.75 

11.74 

11.04 

5.00 

12.69 

11.32 

9.75 

12.23 

11.18 

six) 11.64. 2(KM) 

45.00 

11.16 

11.50 

1.5.00 

11.91 

11.73 

25.00 

12.32 

11.86 

51.01 

12.54 

11.93 

1.36.01 

11.97 

11.75 

XX) 12.60,2(8)0 

20.(8) 

10.96 

12 14 

5.00 

ll.lt 

12.18 

. 

- 

- 

- 

- 

- 

25.00 

10.99 

12.15 

XXI) 1.V85. 2000 

20.00 

10.94 

12 75 

2.00 

12.05 

13.17 

10.00 

12..32 

13.27 

15 00 

12 76 

13.43 

47.00 

11.86 

13.10 

xxii) 5 75,2(8)1 

- 

- 

- 

0.04 

5.75 

5 75 

- 

- 

- 

- 


- 

0.04 

5.75 

5.75 

xxiii) 12.08.2001 

5.00 

II..38 

11.81 

- 

- 

- 


- 

• 

. 

. 

. 

5.00 

11.38 

11.81 

xxiv) 1.3.5.5. 2(8)1 

35.00 

11 .56 

12.68 

5.00 

12.01 

12.87 

• 

- 

- 

42.45 

12.75 

13.20 

82.45 

12.20 

12.96 

XXV) 13.75.2001 

10.00 

11.20 

12.71 

10.00 

11 94 

13.01 

35.00 

12.31 

13.16 

5.00 

10.81 

13.36 

60.00 

11.94 

13.08 

XXVI) 13.85. 2(8)1 

121.52 

II.II 

12.92 

- 

- 

* 

184.00 

12.5.3 

13.31 

155.00 

13.04 

13.50 

460..52 

12.32 

1.3.28 

xxvii) 5.75, 2002 


• 

■ 

0.01 

5.75 

5.75 

- 


- 

* 

- 

- 

0.01 

5.75 

5.75 

xxviii) 11.00, 2002 

148.35 

11.78 

11.41 

2.3.31 

12.18 

11..50 

110.00 

12.43 

11.54 

65.00 

12.76 

11 76 

346.66 

12.20 

11.52 

XXIX) 11.5.5.2002(1) 

38 00 

11.85 

11.69 

- 

- 

- 

- 

- 

- 

. 

- 


38.00 

11.85 

11.69 

XXX) 13 80 2002 

160.00 

11.84 

12.86 

180 00 

12.19 

13 02 

35.00 

12,42 

13.13 

- 

- 

- 

375.00 

12.07 

12.96 

XXXI) 13 82.2002 

95.00 

It 83 

12.86 

- 

. 


20.70 

12 74 

13.27 

70.00 

13,07 

13.47 

185.70 

12.40 

13.14 

.xxxii) 5.75.2003 

- 

- 

- 

0.02 

5.75 

5.75 

- 

- 

- 


- 

- 

0.02 

5.75 

5.75 

■xxiii) b.SO. 2(8)3 

- 

- 

- 

0.01 

6.50 

6..5I) 

- 

- 


• 

- 

. 

0.01 

6..50 

6.50 

Ihxiv) 6..50 2004 

- 

. 

* 

0.00 

6.50 

6.50 

- 

. 

- 

- 

- 

- 

0(X) 

6 50 

6.50 

XXXV) 9.50.2004 

10.88 

12 14 

10.84 

I..34 

12.30 

10.93 

- 

- 

- 

0.17 

1.3.10 

9.84 

12.39 

12.17 

10.84 

xxxvi) 6..50, 2(8)5 

- 

- 

- 

0.01 

6.50 

6..V) 

- 

- 

- 


- 


0.01 

6.50 

6.50 

xxxvii) 1.3 7.5.2005 

- 

- 

- 

- 

- 

- 

5.00 

12.86 

1.3 18 

10,00 

I.t.07 

13.31 

l5.(Kt 

13.00 

13.26 

xxxviii) 14.00.2(8)5 

5.(8) 

12.21 

12.84 

0.35 

12.84 

13.24 

0.15 

12.84 

1.3.25 

4,t.02 

13.24 

13.50 

48.52 

13 13 

13.43 

xxxix) 14.00. 2(8)5(INST) 

- 

- 

. 

- 


15.00 

13.28 

13 52 

40.00 

13.35 

13.57 

55.00 

13,33 

1.3.55 

xxxx) 11 ..50, 2(8)6 

10.00 

12.38 

12.07 

- 

- 

• 

- 

- 


- 

- 

- 

10.00 

12.38 

12.07 

xxxxi) 13.85.2006 

1..50 

12.76 

13.09 


- 

- 

- 

- 

. 

- 

- 

- 

1 SO 

12 76 

13.t'9 

xxxxii) 14.00.2006 

53.,36 

12.84 

13.20 

25.00 

1298 

13.30 

145.63 

I3.IS 

13.40 

1/6.38 

13 51 

13.60 

400.37 

13.26 

13.45 

xxxxiii) 6.75, 2007 

5.00 

12.66 

6.31 

. 

- 


- 

- 

- 

2.30 

1.3.40 

10.74 

7.30 

12.89 

7.71 

xxxxiv) 13,05. 2(8)7 

1298.52 

12.80 

12.93 

- 

- 

- 

- 

. 

- 

- 

- 

- 

1298.52 

12.80 

12.93 

xxxxv) 13.65.2007 

.50.12 

12.78 

13.03 

- 

. 


16.55 

13.07 

13 24 

17.51 

1.3.25 

13..37 

84.18 

12 94 

13.14 

xxxxvi) II..50. 2009 

- 

. 

- 

. 

. 


- 

« 

- 

- 

. 


- 

- 

- 

xxxxvii)8.75, 2010 

- 

- 

- 


- 


- 

. 

- 

0.49 

13.41 

12,30 

0.49 

13 41 

12.30 

xxxxviii)l0..50, 2014 

- 


- 

0.01 

10.50 

10.50 


. 



- 

- 

001 

10,50 

10.50 

Sub-total * . 

2859.75 

11..32 

12.56 480.93 

10.35 

12.87 1527.76 

11.04 

13.05 13.36.67 

12.56 

13 .19 6205.11 

11.45 

12.84 

C Zero coupon 

1.52.97 

10.99 

10.25 

60.00 

11.67 

l()..3.3 

90.50 

11.86 

10.13 

175.30 

12.86 

10.02 

478 77 

11.92 

10.15 

(A-fB+C) 

t) RBI’s Open Market 

3775.30 

11.07 

12.49 632.43 

10.73 

I2..52 

1944.13 

11.25 

12.75 1969.70 

12.26 

12.84 8321..57 

11.37 

12.64 

Operations (Per Cent) 

313.87 

10.64 

7.49 

140.00 

12.17 

7 65 

675.51 

12.49 

7.53 

7.34 74 

12.95 

7.63 1864.12 

1234 

7.57 

(AfB-rC-i-D) 

3-REPO 

4089.17 

260.50 

11.03 

12.11 

772.43 

10.00 

10.99 

11.64 2619.64 
407.00 

11.57 

11.40 2704 44 
578.24 

12.45 

11.4210185.69 

1255.74 

11.54 

11.71 

4 State Qovt Securities 
Grand total 

1.63 

5389.28 

12.56 

13.06 2.91 

1283.05 

12.59 

12,77 

2.63 

4197.63 

12.90 

13.17 

21 41 
4402 58 

12.58 

12.95 28.59 

15272.54 

12.61 

12.96 


|(-) means no trading YTM = Yield to maturity in percrntagc per annum CY sCuntm yield in per cent per annum * Yield rates of these sub- 
iroups of I •bills and dated securities have been used for the graphs 

1) Yields ate weighted yields, weighted by the amounts of each transaction. 

2) Current yield bias not been worked out for treasury bills. 





greater flexibility of funds maragemient for 
prime-rated corporates and banks, and hence 
boost the CP market. Following these policy 
measures, CP market witnessed an 
improvement in primary issues. 

The end of the last financial year .saw a 
revival of inter-bank participation ceitificates 
us banks tried to dress up their balance sheets. 
It uas reported that banks such as. Bank of 
Americ.’). Socictc Generate. Bank of India 
and Corporation Bank transacted approxi¬ 
mately Rs 200-300 crore worth of deals in 
IBPC. The main rea.son lor entering into 
these deals seemed not to enhance asset 
portfolios but to reduce the priority sector 
liabilities. Banks having large a.ssct portfolios 
have tried to park a part of their assets on 
some other banks' balance sheet so as to 
reduce then pnonty sector liabilities which 
IS computed on the basis ol banks’ total net 
credit. The banks which bought the IBPCs 
were those wanting to inii>rove their C-D 
ratios. 

Bonds Market 

The bonds market laced some iiiiccnainty 
on account of failing interest rates. As manv 
financial institutions considered u.sing the 
call option on their pa.st high return issues, 
ICICI stood by with iis Rs 750 crore multi 
option bond is.sue The leud lavesiors found 
thi^ interesting mainly because it otTcied a 
very uUractive 16.25 per rent yield in a 
declining interest rates icgime. The result 
wa; a flood ol .MibvrnpiioiK flowing to the 
issue which closed with -ubscriplions over 
Rs 2.500 crore. .Mcanv, iiilc, financi.i! 


led by ICiBl be^ M 
f^iietibns in interest rates wl^li compelled 
ICICI too to prefer a reduction. Having 
declared a two-tier interest rate structure for 
its lendings at 13.30 per emit for 30 months 
and 15 per cent for long-term, ICICI had no 
option but to return the excess subscriptions. 
However, ICICI decided tocoriKimmediately 
to the market with another issue to raise 
funds on a private placement basis. There 
were many other usual players in this market, 
such as. IRFC, Sardar Sarovar and MSEB. 
Most public sector undertakings, however, 
preferred to put their issues on hold in 
anticipation of further reductions in rates. 
Issues worth about Rs 2,000 crore were thus 
waiting in the wings. These were from PSUs, 
such as. Nuclear Power Corporation, Power 
Finance Corporation, Steel Authority of India 
and Hindustan Petroleum. Corporate bonds 
also lowered yields by at least 100-150 basis 
points. 

The debt market is expected to sec many 
more bonds carrying tax benefits of 54EA 
and 54EB giving exemptions of capital gains 
tax in the coming months. 'The debt market 
also received a boost as SEBI has cleared 
so far 11 Fll dedicated debt funds of $ 1. 17 
billion during 1996-97 and further $490 
million in April and the anticipated $500 
million in May. Such sanctioned funds have 
started flowing into the market. For the full 
1997-98, the cap for such funds i.s placed 
at $1.5 billion. Above all, the apathy of 
investors in the equity market due to its 
extremely volatile behaviour has pushed them 
into tlic debt market. Of the total of Rs 11.800 


r.\»ii X. Ois-HMKi.'is (<t- Nationm .Stock Exchanoe (NSE) during Aprii. 1997 - Acti-al 

Traoid Amoi.nt 

(Rupees crore) 


rK'sciiplors 


I Treasury Bills 
il 91(1,1) Bills 
11 ) 764-day Bills 
liit Repo 

3 Datrd .Sccuiilies 
A <jOI Sceiinties 
'.) ConverleJ 
il. Regular 


9X9 09 3174 18 
9X9 (H) 2171.53 
1X6 10 .191 29 
7X2 79 1691 24 


; Ending April _ Total dunng _ 

18 II 4 April March February 

451,60 484.00 414 50 2189.20 716.66 877.50 
65 60 40.00 .5.1.10 236.80 289.16 420.30 

186.00 444 00 361.40 1932.40 427.50 457.20 
0.00 

801.76 1598.41 16.11 34 7194.78 2905 48 3299.43 
801.76 1.597.59 1631.12 7193.09 2904.06 326.5.55 
335 50 389.32 440.00 1742.41 799.31 746.97 
36.3.29 1098 27 1146.12 5081.71 1611.95 1870.13 


ml >rr(> C (.upi'n 

1500 

91.00 

97.97 

90.00 

45.00 

338,97 

457.80 

648.45 

IV 1 noatinr Riiie Bonds 

. 


5.00 

- 

- 

5.00 

- 

- 

M C('B 



- 

- 

- 

0.00 

- 

- 

vi) Reim 

5.00 


- 

20,00 

- 

25.00 

- 

- 

B Slalc I j.-'vN .5tov.ks 

- 

0 65 

- 

0.82 

0.22 

1.69 

1.42 

33.88 

3 PSt’Bcii.ls 

6 20 

1 12 68 

21 00 

91 ..7 

69.76 

321.11 

166.81 

220..39 

1 ) Tax true 


24 48 

I2.(K) 

24 87 

48.90 

110.25 

74,86 

84.22 

il) Taxable 

ri 20 

lOX 20 

9.00 

66 60 

20.86 

210.86 

91.95 

136,17 

4 Cnminer ial Papt'r, 

■'5 1)0 

2.5 (Kl 

- 

2 00 

10.00 

72.00 

5.00 

15.00 

5 Certifuaies ol Dc|)OmIs 

6o «ll 

25.(K) 

24.25 

99.50 

34.50 

250.05 

44.00 

25 00 

6 Debentiircs 

Il 13 

7 40 

0.25 

35.50 

68.48 

117.96 

199.95 

65.38 

7 Fl(>ating Kate Bonds 

. 

15.(X) 

- 

30.00 

. 

45.00 

O.OU 

6.55 

8 IDTlB+BB+FIxr.N -ZfJ 

! U.6t 

lOl.tXi 

1.00 

39,00 

43.74 

216.38 

14045 

151.35 

Grand t»ai! iv'ilune) 

1246 S6 

,1207,86 

1299.86 

2379.88 

2272.32 10406.48 

4178.35 

4660.60 


•Notrading lO Nnn SLR tiisiiiuiional Bonds. IB .SLR Institutional Bonds. GCB Government 
Compensation Ronds BB BankBonds PD Promissory Note. ZU UttilsofUn CN Company 
Notes. 


60 per cetB wipre in'debt isaups. 

IV 

Secondary Markets 

Gilt-Edged Paper 

The gilts market remained general^^ 
buoyant during April with papers across the - 
maturity band being in demand. Total SGL 
transactions in central government securities 
aggregated Rs 8322 aoie in April (Appendix 
Table) as against Rs 3,669 crore in March. 
With the rise in prices, the gills saw a falling 
yield pattern. Yields dropped sharply from 
1 SO basis points at the short end to over 40 
basis points at the long end (Graph C). The 
prices of gilts became very volatile in the 
latter half of the month with the government 
entering the market with fresh issues in quick 
succession. The prices continued to rise till 
the government announced the first issue. 
Immediately after it announced private I 
placement of Rs 5.0(X) crorc worth of the I 
.same paper, the market naturally suspected 
that the RBI will put out the paper on ita^ 
sale window and the prices of gilts^ 
plummeted. The market, however, viewed 
the fall as temporary and expected them to 
rise as liquidity became ca.sy 

Repo Auctions and Open Market O/terations 

In total SIX repo auctions of 3,4 and 5 days, 
the RBI mopped up Rs 26,278 crore (Tabic 
6). The amount received in these auctions, 
however, was overwhelming. In most of the 
auctions, the RBI received over Rs lO.OBb 
crore worth of bids. As a result, the repo rate 
came down from 5 per cent for 3/4 days to 
2.40 per cent and for S days from 4 per cent 
to 3.50 per cent. The huge response to repo 
auctions was indicative of the short-term 
surplus liquidity in the system. On the open 
market operations (OMOs) front too, the 
RBI remained active although it wa.s not as 
aggressive as in the last quarter of the financial 
year 1996-97. With the increased tempo of 
government borrowings and reduced inflow 
of foreign exchange, there was less surplus 
and therefore reduced need for OMOs. 
Incidentally, the repo operations mitside the 
RBI were .somewhat subdued (Table 7). 

Bonds Market 

Following the price rise in government 
sccuritiesineariy April,institutional demand 
for high-yielding bonds also rose. The 
volumes and prices of rated and medium- 
term bonds thus soared pushing yields lower. 
The total volumes on NSE jumped from a 
few lakhs in end-March to over Rs 10 crore 
in early April and further to over Rs 50 crore 
by the end of April (Table 8). The yields 
slumped by at least 2 percentage points. 


(VPPrasanthandRafkiLAnsan have undertaken - 
the supporting review and statistical compilations 
for this paper]. 
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COMMENTARY 


NEW DELHI 

Left Parties and Chidambaram’s 
Budget 

BM 

The entry of the TMC, with P Chidambaram as its star representative, 
into the government is but a prelude to the eventual participation in 
the government of the Congress itself, which will signal the triumph 
of the so-called market-friendly policies set in motion in 1991 with 
the left parties watching helplessly. These parties will be seen by the 
people as the facilitators of this particular denouement. 


CONTRARY political and policy preferences 
among the UF parties have become glaring 
during the budget session of parliament. If 
their secular credentials and cohesion have 
become suspect and precipitated a political 
crisis which resulted in the replacement of 
Deve Gowda by 1 K Gujaral as prime 
minister, the common minimum programme 
of the coalition has ceased to be a tenable 
basis for consensus on economic policy¬ 
making. The glossy packaging, which 
appeared attractive and strong when the DF 
government was formed after the 1996 
general election, is in tatters after the presenta¬ 
tion of Chidambaram’s budget for 1997-98. 

The vociferous suppoiters of 
Chidambaram’s budget arc, however, not 
willing to entertain .second thoughts even 
when re.scrvations about its promise of an 
upsurgcincconoinic growth, let alone equity, 
have been expressed by not only the left 
parties but also the BJP and Congress as well 
as by .sections of the business community. 
The cuts i n the rates of direct taxes may have 
made India the least taxed country when the 
governments in even the developed countries 
still find it prudent to levy taxes, especially 
taxes on income and wealth, at higher rates 
than Chidambaram has proposed, to maintain 
minimum social security and retain the 
confidence of their people. The reduction of 
the direct and indirect taxes to the extent 
proposed in Chidambaram's budget is so 
steep that government will be left with no 
suipluscstosupport investment for economic 
growth and welfare of the poor. It is not 
surprising that even the leading lights ol 
business arc reptrrtcd to be skeptical about 
growth picking up in 1997-98 when infra¬ 
structural constraints arc bound todetcriorate 
for want of public investment. The finance 
minister's claim that incrca.se in the provision 
of funds for mass welfare and rural 
development is the largest ever in his budget 
is, of course, false. It has been noticed by 


even the managed media that compared to 
the budget estimates for 1996-97, the increase 
is inconsequential. There was a shortfall of 
as much as Rs 10,000 crore in expenditure 
during the year. With Chidambaram now 
back in the finance ministry, he is bound 
to repeat this ‘creditable’ perfonnance in 
1997-98 in the name of expenditure control. 

What really is the distinctive achievement 
of Chidambaram in the framing ofhis 'dream' 
budget is that those who reject arrogantly 
any idea of a break with the politics and 
policies of the Narasimha Rao-lcd Congress 
government, which was decisively rejected 
by the electorate, have asserted their 
hegemony in economic policy-making in 
the UF government. Those favouring any 
change, in conirast. have been marginalised. 
This fact has become so palpable that even 
those who smugly believed that they could 
intervene and inllucnce a shift in economic 
policy have begun to rccogni.se and admit 
their hapless position in UF affairs. The left 
parties seek no more than incon.sequential 
crumbs for their mass constituencies. 
Chidambaram, on his part, has frankly 
designed the budget to promote more 
vigorously than hitherto thg pnvatisation- 
globali.saliun aims of the so-called economic 
reforms. 

What is disconcerting also is that neither 
the self-styled economic reformers nor their 
leftist critics have been able or willing to 
devise a sane and sensible, internally 
consistent and convincing strategy lor 
economic growth with a mea.sure of cquit) 
This is shown by the dithering on a v.iriety 
of issues, such as, lor instance, subsidies, 
the most ticklish among them being that of 
pricing petroleum products and the 
disinvestment programme for PSUs. Since 
there is strong resistance from the entrenched 
interests against recovery of the cost of 
production of gmsds and services as well as 
taxes to restrict the consumption of the upper 


segments of society, neither can welfare of 
the weak and neglected be financed nor can 
domestic investment pick up for economic 
growth. But this is a state of affairs which 
adds grist to the mill of the globalisers and 
enables them to push theircase fur increasing 
dependence on the inflow of foreign capital 
and entry of MNCs into the strategic areas 
of the economy. 

The representatives of Indian big busi¬ 
ness thought it tit in the fast changing 
political alignments after the prc.scntation of 
Chidambaram's budget to stage their own 
side-drama. Their intervention in the political 
power-play was of an extraordinary nature. 
They canvassed the idea that economic policy 
should be insulated from political contention. 
The demand that the budget of the UF 
government presented by P Chidambaram 
be passed in a special session of parliameht 
without due scrutiny and di.scussion was 
supposed to have been made to serve the 
‘national interest’, 'fhe truth really was that 
big business sought openly for the first time 
to identify its interests as those of the nation. 
Chidambaram naturally associated himself 
promptly and enthusiastically with the 
fanciful prdposition of pus.sing the budget 
in a special session of parliament. Insulating 
economic policy from political contention 
IS not as innocent and harmless as it was 
attempted to be made out. Its implications 
were grossly undemocratic, indeed anti¬ 
democratic. It is really not open to any 
democratic government, most certainly not 
for a caretaker government under the Indian 
Constitution, to get its annual budget 
approved by evading or overriding the 
imperativeof obtaining political saiKtionfor 
it.'To even suggest this amounts u> an attempt 
to deny the principle of accountability to the 
people and strengthen authoritarian tenden¬ 
cies in the governance of the country. The 
government, aflerlosing its majority support 
in parliament, has no right to propose the 
passing of the budget or any other policy 
measure. It can seek only a vote on account. 
If it loses a confidence vote in the Lok Sahha, 
Its budget too must go to limbo. It is a matter 
of .satisfaction that the ploy of big business 
on the budget became infnictuous when the 
president, after the Congre.ss parly withdrew 
us support for the UF government, directed 
the prime minister to seek a vote of con¬ 
fidence. When he failed to win the confidence 
of the Lok Sabha, he resigned jiiil a new 
government was formed fivr it to gel its 
budget passed by parliament. 

The representatives of business had been 
enjoying the discomfiture of politicians 
exposed to judicial activism when the single 
party hegemony of the Congress began to 
crack. But they now seem to be greatly 




worried about political instability. While the 
people voted determinedly for a realignment 
of political forces inihe 19% general election, 
business interests were hesitant and nervous 
about the elections and the popular verdict. 
They were not sanguine about coalition 
politics either, though they were not unduly 
upset by the composition of the coalition 
government formed after the elections. They 
were shrewd enough to as.scss that the 
Common Minimum Programme of the 
coalition was not against their vital interests. 
The reforging of appropriate linkages with 
the new government was begun at once by 
the leading lights and organisations of 
business interests. A problem to reckon with 
in this context has been the absence of 
coherence in the coalition set-up of 13 
politically disparate parties. 

Business interests are not worried very 
much by the populist noises and gestures of 
the leaders of government. But they desire 
that policy-makers should not hesitateundcr 
the stress and strain of coalition politics to 
take measures to enlarge the scope and 
avenues of resource mobili.sation fur private 
enterprise,throughnot only the slock markets 
and the flow of funds from public financial 
institutions and the nationalised banks but 
also through direct cuts in taxes on wealth 
and incomes. It has been a matter of 
satisfaction for them that the finance ministry 
in the reform era has been taking vigorous 
measures to ease the ‘liquidity crunch'. They 
are especially gratified by the performance 
of Chidambaram on this score. They are still 
not satisfied, however, that the market- 
friendly, pri vateenterpnseoriented economic 
reforms have made proper adjustments in the 
entire range of policies in favourof domestic 
pri vate enterprise. The most radical initiati ves 
too have been the opening up of the Indian 
market for foreign capital inflows, though 
this has not helped yet to attract foreign 
capital on the desired scale. 

There are sections of business interests, 
some closely associated with multinational 
corporations, which are beginning to have 
reservations about the open door policy 
towards foreign capital and the special 
privileges offered to MNCs in the Indian 
market. The demand for a 'level playing 
field’ for Indian business in the home market, 
which was made hesitantly to begin with, 
is lately tending to gain strength and find 
articulation in political quarters. The advan- 
t.'igcous terms offered to foreign business 
interests, the guarantee of high returns and 
security for foreign investment.have exposed 
Indian corporates to unfair competition in 
the domestic market which is posing a threat 
to their identity and even existence in many 
cases. The proposal in the budget to raise 
the permissible limits for foreign investment 
in the equity of Indian companie.s even as 
Indian industry is facing recessionary 


comtirions is remarkable. Portftdio invest¬ 
ment has not only been put at par with direct 
foreign investment but also given special 
concessionsand incentives. Indian corporates 
have reason enough to be nervous and, fearing 
hostile take-overs by MNCs, are using 
whatever funds they have or may be able 
to raise in the m^et or from financial 
institutions to ward olT take-over attempts 
even while new investments for expansion 
and efficient working of existing production 
capacities are being neglected. 

The emerging market conditions in 
response to the liberalisation-globalisation 
policy also show that the much-advertised 
middle class boom as the basis for industrial 
growth is a fantasy in the economic-social 
conditions of India. This is because a market- 
friendly economic growth process is bound 
to focus not on the mass market but the 
upmaricet of the elite which helps MNCs to 
gamei enormous profits but cannot develop 
beyond a point bwause of its narrow soci^ 
base and tends to get saturated far too quickly 
for steady and sustainable growth of the 
economy. While, therefore, Indian business 
interests still flaunt theirformal commitment 
to the market, segments of Indian industry 
and tratte now seem to be scared of the ‘free 
play’ of market forces. But even feeble voices 
in favour of ‘swadeshi’ on the part of any 
section of domc.stic economic, .social or 
political interests at once raise the hackles 
of the economic reformers. Sections of Indian 
business, finding it necessary in Iheir own 
interest to refine their economic and social 
role, may be expected in these conditions 
to identify with the nation without getting 
alienated from the mass of the Indian people. 
The BJP seems to be eager to rely on this 
sentiment to enlarge its social support base 
beyond shop-keepers and smal I traders whose 
support it already enjoys. It has began 
vigorously to woo large business interests, 
professionals and the intelligentsia. The left 
parties seem, however, to be watching the 
scene with indifference and lethargy even 
as their traditional support base among 
working people is eroding. The left parties. 


having allowed themselws to' be co-opted 
in the power structure, seem unable and even 
unwilling to assert their identity and, 
therefore, their position among even their 
traditional supporters is tending to weaken. 
Their leaders have been seen as clinging to 
the government even though they have been 
marginalised in the affairs of the UF and its 
government. They seem also to be unable 
and unwilling to mobilise the support of the 
people forapolitical-ideological fight against 
their political adversaries, including the 
BJP. They are becoming more and more 
oblivious of the danger of relying on and 
even misusing the administrative and 
legalistic apparatus to prevent the fall of 
the UF government and keep the BJP at 
bay. Though they still pretend to oppose 
the right-wing, privatisation-globalisation 
economic policies of the UF government, 
they are ceasing to carry conviction and 
credibility on this score. Their retreat in 
panic from squarely opposing Chidam¬ 
baram’s budget has been remarkable. The 
BJP leader, Atal Bchari Vajpayee, said in 
parliament in a lighter vein the other day that 
communists were acting as brahmins of yore 
in the political arena and the media was 
describing Iheir leader, Harkishen Singh 
Surjcct, as the Chanakya of modern dav 
politics in India. But let alone pose a political 
challenge to BJP. they have been outsmarted 
by even the decrepit Congress Party led by 
Silaram Kesri. Given the priority given by 
the left parties to paving they way for the 
participation of the TMC in the UF 
government headed by I K Gujaral and with 
the passing of Chidambaram’s budget, their 
role in the political arena is becoming 
increasingly curious. The participation of 
the TMC, with Chidambaram as its star 
representative, to begin with and the entry 
eventually of the Congress into the coalition 
government will signal the triumph of the 
so-called market-friendly policies set in 
mutionin 1991 with the leB parties watching 
helplessly. They will be seen by the people 
as the facilitators of this disastrous 
denouement 
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Coverage and Leakages in PDS in 
Andhra Pradesh 

Slndrakantb 

By basing eligibility for PDS on the criterion of land ceiling, many 
families in rainfed areas of Andhra Pradesh, with sizeable land but 
low productivity, have been deprived of PDS benefits. 

PDS Network 


THE distribution of foodgrains through 
PDS is one of the important forms of 
government intervention in the operation 
of market. The government of India is 
incurring a food subsidy amounting to over 
Rs S.00() crore per annum. The central 
government is contemplating a plan to 
distribute foodgrains to the poorer section of 
the society at half the market rate. This may 
further increase the subsidy burden. Besides 
the central government, some of the state 
governments arc incurring substantial 
expenditure towards public distribution of 
fo^grains. In such a situation it is but natural 
to ask whether the food is reaching the 
deserving persons or whether there are any 
leakages. Some attempts have been made to 
examine these issues (Mahendradev and 
Suryanarayana 1992; Howes and Jha 1992; 
Parikh 1994) 

For couple of reasons there is a need to 
make an in-depth study of Andhra Pradesh. 
Firstly. Andhra Pradesh is following a 
vigorous public distribution policy since 
early 1980s. In fact, in the recent past, public 
distribution policy has been one of the 
important issues in the election battle: 
Secondly, Andhra Pradesh as a whole has a 
surplus of rice production, but this surplus 
IS accounted for by few di.stricts. Hence, 
there is a need for PDS to take care of deficit 
areas. 

The leakages in public distribution system 
can take place at various levels and in various 
forms: (I) The leakages may take place right 
at the godown level and food may not reach 
the village or the town; (2) The leakage may 
take place at villagc/town level. The foodgrain 
may reach the village hut the FPS dealer may 
divert a part of allotted quota to the market. 
He may collude with higher authorities in this 
operation; '(3) The leakage may also take 
place at houttehold level. The card-holders 
may purchase from ration but sell it in open 
market at higher prices. 

. The extent and fonn of leakages depends 
upon the coverage and the manner in which 
foodgrain is distributed. Needless to say, the 
extent and form of leakages is likely to vary 
from one stale to another. In this paper an 
attempt is made to throw light on the leakages 
in public distribution system in Andhra 
Pradesh. 


The government of Andhra Pradesh 
introduced the subsidised rice schemein early 
1980s to improve the consumption levels of 
the weaker sections of the society. Households 
with annual income less than Rs 6,000 were 
regarded as poor and were issued green 
cards. Other households were issued yellow 
cards. A household with a green card was 
entitled to S kgs of rice per person per 
month subject to a ceiling of 2S kgs at Rs 2 
per kg. Besides rice, they were entitled to 
sugar and kerosene. A household with a 
yellow card, in the initial years, was permitted 
to purchase rice from fair price shops but at 
a higher price of Rs 3.SO per kg. Later on, 
this facility was withdrawn. However, the 
yellow card-holders were entitled to a higher 
quota of sugar and kerosene. Occasionally, 
edible oil is supplied to the card-holders 
through fair price shops. 

The subsidised rice scheme was modified 
by the Congress government in 1991. The 
ceiling on rice fur white [green] card-holder 
was initially reduced to 16 kgs but later on 
it was increased to 20 kgs. On account of the 
increase in issue price of rice by the FCI the 
state government increased the ration price 
of rice to Rs 3.50. Further, the green cards 
were replaced by white cards and yellow 
cards by pink cards. After its victory in 1994 
election, the Tclugu Desam government 
restored the ceiling on rice to white card¬ 
holders to 25 kgs. Further, the price of rice 
was reduced to Rs 2 per kg. Again in August 
1996, the ration price was raised to Rs 3.50 
per kg and the ceiling was reduced to 20 kgs 
per card. 

Presently, there are about one crore white 
card-holders and 42 lakh pink card-holders 


in the state. The subsidised rice scheme is 
covering nearly 70 per cent of the popula¬ 
tion while only about 20 per cent of the 
population are estimated to be poor. Thus, 
the benefit of the scheme is enjoyed by 
non-poor households also. At the same 
time micro-level studies reveal that a large 
number of poor households do not have 
ration cards. 

Over 37,000 fair price shops (FPS) are 
functioning in the state. Unlike in many other 
states, the network of FPS in rural Andhra 
Pradesh is fairly good. Over 30,0(X) fair price 
shops are catering to 27,000 villages in the 
state. The ratio of villages to fair price shops 
is 1: 1. 13. In Andhra Pradesh, on an average, 
there is one fair price shop for every 1,750 
persons as compared to the national average 
of one FPS for every 2,000 persons. Each 
FPS, on an average, caters to 380 card¬ 
holders. However, in the twin-cities of 
Hyderabad and Secunderabad each FPS caters 
to about 730 card-holders. 

Every month the State Civil Supplies 
Corporation (SCSC) requests the Food 
Corporation of India to make available the 
requisite quantities of various foodgrains at 
different FCI godowns. The FCI moves the 
requisite quantities from surplus godowns to 
dcHcit godowns. From FCI godowns the 
SCSC lifts the allotment and in the first stage 
moves the material to the mandal-level stock 
points and in the second stage transports the 
material to the villages and delivers the same, 
right at the doorstep of fair price shop. The 
corporation has drawn up route maps and 
each village is supposed to get its quota on 
prc-spcci fled dates. The FPS dealer is expected 
to obtain a demand draft from a bank for the 
requisite amount and submit the same at the 
mandal revenue office before a specified 
date. The FPS shop dealer is given a 
commission of Rs 7.38 per bag of rice, Rs 
4.67 per bag of sugar and 12 paise per litre 
of kerosene. 

In some areas the SCSC due to shoilage 
of vehicles, permit the FPS dealers to lif the 
stock from mandal level stuck point. In 
Hyderabad city, FPS dealers are asked to lift 
their allotted quota from FCI godown at 
Sanathnagar. The SCSC pays transport 
cnarges to the dealers. 

Due to the existing PDS network the 
leakages at the first level, i e, at FCI godown 


Table I : Purchases from PDS in Andhra Pradesh 

(Kg/Month) 


Item 

Rural_ 

Urban 

Per Capita 
Quantity 

Per User 
Quantity 

Per Capita 
Quantity 

Per User 
Quantity 

Rice 

2.52 

4.24 

1.98 

4.23 

Wheat 

0.01 

0.78 

0.23 

1.65 

Sugar 

0.33 

0.56 

0.56 

0.65 

Kerosene 

0.35 

0.53 

0.68 

1.26 

Edible Oil 

0.09 

0.19 

0.14 

0.27 


Source: NSSO Report No 362. 
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level is minimal. The system ofdeliveringthe 
fooJgrains at thedoorstepof the FPS appears 
to be working reasonably well in most of the 
parts of the state. In states like Uttar Pradesh 
and Bihar, the FPS dealers have to lifi their 
allotment from FCI godowns and transport 
it to their shops at their own expense. 
Consequently, leakages at first level arc high 
and many times the foodgrains do not reach 
the villages. 

The leakages at the second stage, i e, vi llage 
or town level in Andhra Pradsh are likely to 
be substantial. 1'he income of FPS dealers 
is very low. The dealer’s gross margin per 
month in the live selected villages varied in 
the range of Rs 700-1.165 [Indrakant 1996], 
It is but natural forthe FPS dealerto increase 
his I ncomc by resorting to malpractices. It can 
take various fonns. The dealer may possess 
bogus cards and the quota obtained on such 
cards may be di verted to t he market. The state 
government is aware of this problem and has 
taken half-hearted measures to weed them 
out. In the process some of the deserving 
households have lost their entitlement to 
subsidi,sed rice. V cnugopal (1992) found that 
in 1986 the number of ration curds in 
circulation (139 lakhs)exceeded the estimated 
number of hou.scholds (121 lakhs) by about 
15 per cent or by 8 lakhs. .Some non-poor 
hou.seholds arc interested in having white 
cards to avail other facilities like concessional 
medical charges in government ho.spitals. They 
do not purchase ricc trom fair price shops. 
'Tliis quota is also likely to be diverted to the 
market. In nee surplus districts some of the 
white card-holders may have their own home¬ 
grown si ock and hence they may not buy from 
ration shop. Such quota may al.so be diverted 
to the market. Some of the poor households 
may not buy their full quota ol sugar which 
may also be di verted to the market. Very poor 
households may hypothecate their card with 
the moneylender. The FPS dealerin collusion 


Tabi.c 2 • PmcFNiAot OF Per-sons Having 
N o Enti n emeni/No Ra noN Carp 


item 

Rural 

Urban 

Rice 

2 -' 14 

44 81 

Sugar 

17 5.t 

51.82 

Kerosene 

41.()0 

5.1.42 


Soun f NSSO Kepon Nos .1 .S5 and .ffi2. 


with the money-lender may divert the quota 
to the market. 

Theleakages at the third level, ie, household 
level are not likely to be much because, the 
price of rice in the FPS is much lower than 
(he open-market price of coarse cereals. 
However, it is possible that some of the non¬ 
poor households having white card may use 
the ricc obtained from ration to feed their 
cattle stock. 

National Sample Survey Organisation 
(NSSO] in its42nd round, (1986-87)collcctcd 
in formation on utilisation of public distribution 
system. The results of the survey reveals that 
in case of rice and sugar, nearly 60 per cent 
of the rural households depend partially or 
wholly on PDS. In case of kerosene, the 
percentage is slightly higher (65 per cent) 
(Tabic I). Inurban area, halfuf the households 
purchase rice and kerosene from fair price 
shops and 70 per cent visit FPS to purcha.se 
sugar. A rural household with a ration card, 
on an average buys slightly o ver4 kgs of rice, 
about 1/2 kg of sugar per person per month. 
If the total population is considered, then the 
percapita quantity of ricedistributedthrough 
PDS would be only 2.5 kg. This reduction 
i.s mainly because only white card-holders arc 
entitled for nee. 'The per capita quantity of 
sugar distributed through PDS is only 0.33 
kg.s. The diflercncc in per capita quantity 
distributed through PDS and quantity 
purchased per user arises because of 
incomplete coverage of PDS. Similar pattern 
IS observed in urban area. On the whole, PDS 
nee fonns about 18 per cent of cereal consump¬ 
tion per household in Andhra Pradesh. 

About quaner of the households in rural 
area could not buy rice becau.se either they 
had noenti tiement or no ration card (Tabic 2). 
For similar reasons, about 17 per cent of the 
households could not buy .sugar. The 
corresponding figure fur kerosene is much 
higher (over 40 per cent). In urban area one 
half of the households could no( buy from 
ration because, they had no entitlement or no 
ration card. 

Targeting op PDS 

There arc some micm-levcl studies, which 
have examined the targeting efficiency of 
PDS in Andhra Pradesh. For instance. Sasiry 
et al (>990) in a study of Rayala.secma area 


found that 78 per cent of poor houaeholds 
were covered by the subsidised rice scheme. 
They found that the extent of leakages in PDS 
was much smaller (22 per cent) than in the 
IRDP (61 per cent). 

'The extent of exclusion of poof persons 
and inclusion of non-poor persons can be 
estimated from recent study [Indrakanth 
1996], The study covered two backward 
villages, viz, Nettampadu and Singtham, two 
developed villages, viz, Narsayapalam and 
Vlachavaram, and a moderately developed 
village, Jaggasagar. The sample consisted of 
219 sample households selected by stratified 
random sampling method. 

The poverty line for the year 1994-95 
has been estimated by updating the estimate 
of expert group on estimation of^iroportion 
and number of poor by the help of cost 
of living index for agriculture labour. The 
poverty line is estimated to be Rs 182 per 
month. For the purpose of analysis, the 
households have been classified into five 
classes. Households having per capita 
expenditure less than 75 per cent of poverty 
line (t e, Rs 137) are treated as very poor 
households. The remaining poor house¬ 
holds, i c, households having per capita 
expenditure between Rs 137 and Rs 182 
are taken as moderately poor households. 
The households whose per capita 
expenditure is in the range of Rs 182-225 
(25 per cent higher than poverty line) arc 
considered as middle class. Households 
whose per capita expenditure is above 
Rs 228, but below Rs 273 arc treated as 


TABt,k 4: Errors in Targetino 

{PercentaKts) 


Village 

E Error 

F Error 

Ncttampadii 

39.36 

30.48 

Singiham 

63 08 

59.85 

laggasogar 

59.32 

20.46 

Narsayapalem 

71.94 

3 41 

Machavaram 

80.24 

O.CO 


Note-. Type E means percentage of non-poor 
households among the white card-holders. 
Type F means percentage of poor 
households not having white card. 
Households having monthly per capita 
expenditure less than Rs 182 are 
considered as poor hou.scholds. 


Table . Pe • -entage I )is ikibittion of Househoi j>s 


CTas., 

Neitainpadu 

Singth 

uni 

Jaggasagar 

Narsayapalem 

Machavaram 

A 

B 

A 

B 

A 

B’ 

A 

B 

A 

B 

Very Poor 

100 .0(1 

1 ;.I9 

27 38 

19.61 

7.3.14 

15.97 


- 


■jn 

Modcratetv Piwir 

55.65 

42.46 

40.94 

32.80 

77.75 

18.43 

97.85 

19.09 



Middle 

56 67 

28 09 

73.27 

25.85 

44.01 

32.31 

63.58 

27.60 



Rich 

18 95 

7.24 

21.47 

10.62 

39.68 

16.23 

92.54 

23.86 


Hu !^H 

Very Ki^h 

- 

5.02 

- 

11.12 

- 

17.06 

24.82 

29.45 



Total 

59 56 

1 (H) 

40.02 

100 

46.67 

100 

65.62 

100 

Iui3i 

100 


Notes'. A -- Coverage, B = Percentage of households: Very Poor = PCE less than Rs 137; Moderately Poor = PCE between Ks 137 to Rs 182; 
Middle = PCt between Rs 182 to Rs 228; Rich = PCE between Rs 228 to Rs 273: Very Rich = PCE above Rs 273. 
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rich hoiudiolds. Hottseholds whose income 
exceed Rs 273 are categorised as very rich 
househrdds. 

In Singtham, a backward village only 27 
per cent of very poor households and 40 per 
cent of moderately poor households were 
Witled for subsidised rice (Table 3), Simi- 
iariy, in Nettampadu, another backward 
village, more than half of the moderately 
poor households from the scheme, did not 
possess whilte card. On the other hand, in 
the twodeveloped villages, viz, Narsayapalem 
and Jaggasagar, almost all the poor house¬ 
holds (98-100 per cent) had white card. It 
is interesting to note that a large percentage 
of non-poor households in the developed 
villages manage to obtain white card. For 
instance, 93 per cent of rich households in 
Narsayapalem and 78 per cent of rich 
households in Machavaram possessed 
white card. In backward villages also some 
non-poor households had white card. 
However, their percentage is relatively 
much lower. 

Comia and Stewart (1993) have classiHed 
the errors of target into two types, viz, ‘E’ 
error, i e, inclusion of non-poorin the scheme 
and ‘F’ error, i c, exclusion of poor from the 
scheme. Table 4 presents the extent of these 
two types of errors in targeting in the five 
selected villages. In thetwodeveloped villages, 
viz. Narsayapalem and Machavaram. almost 
all the poor households arc covered by the 
subsidised nee scheme. However, a large 
percentage (70-80 per cent) of beneficiaries 
of the scheme belong to non-poor category. 
In irrigated area, households having less 
than two acres have been issued white cards. 
There are many non-poor households having 
less than two acres of land. K R Venugopal 
has estimated that in 1983 there were about 

'-45 lakh ineligiblewhitecard-holdcrsin the 
ate. In btackward villages, both types of 
errors in targeting are large. In Nettampadu, 
nearly 40 per cent of the beneficiary 
households are non poor. At the same time, 
about 30 per cent of poor households have 
been excluded. The errors in targeting appear 
to be higher in Singtham. Over 60 per cent 
of beneftciaries belong to the non-poor 
category. On the other hand, 60 per cent of 
deserving households have been excluded 
from the scheme. In unirrigated areas 
households having less than five acres of land 
areeligible-for white card. Many households 
faiUu secure white cards for one reason or 
the other. They may not be present at the time 
of enumeration or they may not have renewed 
their cards, at the renewal time. To weed out 
the bogus cards, the government undertook 
‘weeding out’ campaign. In this campaign, 
white cards of some of the households were 
replaced by pink cards. As a result of this 
'Campaign, some of the deserving households 
were excluded from the scheme. Further, in 
unirrigated areas, the economic condition of 


some households having more than five acres 
6f land is not sound. They need to be assisted. 
Due to the impositionofeeilingon landholding, 
some of the poor households are excluded 
from the scheme. In thiscontextitis worthwhile 
to consider a proposal similar to the one 
proposed by Gulati and Krishnan (1975). 
They proposed a scheme of procurement 
which is equitable aCTOss different categories 
of farmers, after taking into account the 
variation in land productivity in different 
states of the country. Similarly, while fixing 
the ceiling on land for the distribution of 
white cards in the state, the variation in 
land productivity across the districts must be 
given due importance. There is no sanctity 
in having a uniform land ceiling throughout 
the state. 

In short, on account of various reasons, in 
the backward villages a large percentage of 
poor households arc excluded from the 
scheme while a sizeable percentage of bene¬ 
ficiaries of the scheme belong to the non-poor 
category. In developed villages, the scheme 
has provided access to food to most of the 
poor. However, a large percentage of bene¬ 
ficiaries are non-pooi households. Leakages 
at second level, i c, at village level, are likely 
to be substantial. 
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I.K. GUJRAL 

THE PROGRESSIVE PRIME MINISTER 


S.R. BAKSHI & S.R. VASHIST 

On 21 St April, 1997, Shri I. K. Gujral assumed office of the Prime Minister of 
India, the largest democracy of the world. He is now heading a 13 party 
coalition government, atask he himself describedasa very tough. Mr. Gujral 
has had a long political career and has been in many political parties, in the 
Communist Party of India, in Indian National Congress, and finally now in the 
Janata Dal, which is the main constituent of the United Front. 

He has held two very important ministerial portfolios, before becoming 
Prime Minister. He was Information and Broadcasting Minister in the Indira 
Gandhi government. Later he headed Ministry of External Affairs in the V.P. 
Singh and Devegowda governments. He has been considered as an 
intellectual statesman. 

This book is a narrative of the long struggle, Gujral continued from his 
pre* independence period of life to the post- independence period and his 
ultimately capturing the highest seat of government at the age of 77. It Is an 
attempt first of its kind about I.K. Gujral. 

ISBN 81-7391-199-1 Cloth 1997 
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Notr. We allow usual library discount with free packing and 
postage facilities in India. 
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‘Indian Statistical Institute” 

ADVERTISEMENT 

Indian Statistical Institute invites applications for filling up some positions based on the needs of the Institute in differe«$N 
fields of Social Sciences for the Units (1) Economic Research Unit; (2) Economic Analysis Unit (Bangalore Centre); 

(3) Planning Unit pelhi Centre); (4) Linguistic Research Unit; (5) Population Studies Unit; (6) Psychology Research 
Unit; (7) Sociological Research UnH in the categories of Professor, Associate Professor and Lecturer. 

PAY SCALE:- I 


Professor : Rs 4500-150-5700-200-7300 

Associate Professor : Rs 3700-125-4950-150-5700 

Lecturer : Rs 2200-75-2800-100-4000 

Age : Should not exceed 40 years for Professor/Associate Professor and 30 years for Lecturer 

(Age may be relaxed in case of exceptionally qualified/experienced candidates) 
as on 1 April 1997 

Allowances are admissible at Central Government rates. 

FIELDS OF SPECIAUSATiON: 

(1-3) Economic Reseamh Unit; Economic Analysis Unit; Planning Unit; 

Indian Economic Problems, Macroeconomics, Economic Growth, Game Theory and Industrial Organisation, Theory 
of Finance, Applied Econometrics, Econometric Methods, Development Economics, Environmental Economics, 
Mathematical Economics, Political Economy, Public Economics and Policy Agricultural Economics, International TradaE) 
Monetary Policy and Computable General Equilibrium Models. 

(4) Linguistic Research Unit: 

Computational and Quantitative Linguistics, Natural Language Processing, Socio-linguistics, Speech Pathology 
and Experimental Phonetics. 

(5) Population Studies Unit: 

Demographic Techniques, Health Statistics, Economic Demography, Human Ecology and Population Research. 

( 6 ) Psychology Research Unit: 

Testing and Measurements in the Areas of Organisational/educational/cognitive psychology. Personality and 
Psychometrics. 

(7) Soaotogicai Research Unit: 

Peasant mobilisation and land reform. Decentralised Planning Processes, Appraisal of Literary Movement and 
Primary Education, Possibilities of Small-Scale Industries, Social Network, Religious and Ethnic Problems and Old 
Age and Social Security. j 

Qualification and Experience 

(1) Professor (in any discipline): (i) A consistently good academic record, wHh first, high second class or B Master's 
degree in relevant subject or equivalent degree of a foreign University; (ii) A Doctor's degree; (iii) Extensive published 
work of very high level and international recognition in the field of work; (iv) At least ten years' experience of research 
or teaching at post-graduate levels and considerable experience of research guidance. 

(2) Associate Professor (in any discipline); (i) A consistently good academic record, with first, high second class 
or B + Master’s degree in relevant subject or equivalent degree of a foreign University; (ii) A Doctor’s degree; (iii) 
Published work of a high level; (iv) At least five years' experience in research or teaching at post-graduate levels 
and some experience of research guidance. 

(3) Lecturer (in any discipline): (i) A consistently good academic record, with first or high second class or B 
Master’s degree in relevant subject or equivalent degree of a foreign University; (ii) A Doctor’s degree or published 
work of an equally high standard as judged by a competent authority. 

NOTE 1. Relaxation of (i), (ii) and (iv) may be made in case of very exceptionsU achievement in respect of (iii) in 
case of Professor and Associate Professor. 2. Reservations are applicable for the lecturers position as ptf 
Government rules. 3. The Institute review the right-to consider applications not received against this advertisement 
4. Candidates not found suitable for a position applied for may be considered for a suitable lower position. 5. Candidates 
employed should apply through proper channel. 

Interested candidates should send a copy of the bio-data specifying the post applied for with copies oil at most 
six (6) best research publication and names of three (3) referees with their respective addresses so as to read) 
the DIRECTOR. INDIAN STATISTICAL INSTITUTE, 203 BARRACKPORE TRUNK ROAD, CALCUTTA - 700 03i 
on or before 30 MAY, 1997. j 

Sdf- V 

Dated: 16th April 1997 (Chief Administrativa OffleeS 


Ecoapofe aad 








Mahasweta Devi: Activist and Writer 

MftUnl BhatUcharya 


There are few writers of Mahasweta Devi’s stature today in 
whose career creative writing and activism have been as closely 
intertwined. 


THESE days, when literary diaspora 
dominates international cultural space, the 
renown achieved by a writer like Mahasweta 
Devi, writing almost exclusively in a regional 
language on regional issues, is a striking and 
welcome phraiomenon. The Jnanpith award 
comes in the wake of this renown. But even 
earlier, the establishment has been forced to 
take note of her work and an Akademi award 
for literature (1979) and the Padmasrce 
citation for work among the tribals (1986) 
also came her way. These awards, particularty 
the Padmasree, certainly have not added to 
her stature but areofficial acknowledgements 
of what she is and what she represents. But 
it should be noted that these are not just 
acknowledgements of Mahasweta the writer: 
gradually, like Medha Patkar or Sunderlal 
Bahuguna, through her activism she has 
come to repreknt that lone votce of 
conscience which plays such a crucial rule 
in weak civil societies like ours. There are 
few writers of her stature today in whose 
career creative wnting and activism have 
been so closely intertwined. 

Mahasweta’s lifestyle has been 
unconventional. Although .she ha.s dabbled 
in many professions, writing has been her 
living since the early 1980s. Her early 
proximity to the PeopIc’sTheatre Movement 
and the Communist Party confirmed her in 
her unconventional lifestyle and when in the 
19S0s she travelled widely in Madhya 
Pradesh by herself, trying to retrace historical 
memories in order to write a biography of 
the Rani of Jhansi, her training as an activist 
journalist had begun. Later, when she became 
involved with tnbai and other oppressed 
communities and their struggles to establish 
their own rights, this training would stand 
her in good stead. In her own words, while 
working among the tribals in Palamau, *‘I 
have covered all of the district on foot. I 
walked miles, stayed somewhere overnight, 
went from place to place”. Her small flat in 
Calcutta remains open for tribal guests and 
friends at all hours. It is this sustained contact 
with her subjects that invests her writings 
on them with authenticity of a very special 
kind. 

Aranyer Adhikar, her Akademi award¬ 
winning novel based on the tribal uprising 
of 1899, led by Birsa Munda, was published 


in 1977. This is her first major statement on 
the tribal cause, and although she recalls that 
her visits to Palamau started in 1963, it is 
from 1978-79 that written evidence of her 
interest begins to appear. From 1981, she 
started to send in reports of her experiences 
in the tribal areas of Bihar and West Bengal 
to EPW and other journals and papers. 

Her association with various grass roots 
tribal organi.sations also started in the early 
1980s. Palamau BandhuaMuktiMorcha was 
setup in 1981; she describes her involvement 
with it in the following words; 

On a broken mud wall of Seora village, 1 
wrote with apieceof chalk; Palamau Distnet 
Bonded LabourLiberation Organisation. The 
next year, for the first time, in the heart of 
Palamau, in ns head town of Dahongunj 
bonded labourers came in thousands. 1 ted 
a procession through the streets of Palamau, 
we went to the District Commissioner. The 
women led the procession, shouting slogans.. 

She also took an initiative in reviving 
theLodha Shabar Kalyan Samiti in 1982 
after a number of Lodhas were killed in 
West Bengal in a scries of incidents during 
1979-82. The Kheria Shabar Kalyan Samity 
was set up as a grass roots organisation in 
1983. These organisations arc carrying on 
local developmental and income-generating 
work among .some of the most deprived and 
isolated tnbai groups in the districts of 
Medinipur and Purulia. Mahasweta does not 
seem to repose much faith in the panchayat 
system; she thinks that developmental work 
in the tribal areas should be entrusted to these 
grass rooks organisations, “the tnbals’ own 
organisations". 

There can be no doubt that in our society, 
the chansmatic individual, dedicated to a 
cause, is able to impart a portion of his/her 
own high visibility to the cause that is being 
upheld. Thus while her identification with 
the tribal cause has given Mahasweta a high 
profile which she might not have gained 
merely as a writer, it cannot be denied that 
she has used this charisma to highlight the 
many disadvantages from which the tribals, 
particularly the most deprived among them 
like tlic Lodhas and the Khenas, .suffer in 
our society. Even in the state of West Bengal 
where the lot of the tribals is better than in 
many other states, adissenting voice likcthat 


of Mahasweta Devi, emphasising gaps and 
lacunae in the work done by the 
administration and the panchayats, has an 
important role to play, lliis is true in spite 
of the fact that the charismatic individual’s 
perception of the cause that she considers 
to be her very own. imprints the cause with 
an exclusivity which adversely affects her 
historical assessment of it. The perception 
tends to become a closure to which she alone 
is supposed to hold the key. While Chotii 
Munda O Tar Teer (1982) had looked at 
tribal society from many dimensions, in 
Pterodactyl, Puran Sahay and Pirtha (1990), 
we become uncomfortably aware of this 
closure. The world of Pirtha is a 
claustrophobically seit-encloscd world which 
Puran, the author’s alter ego. would like to 
be kept intact, only to beopeiied occasionally 
to sympathetic sojourns like his own. The 
silence of the subaltern tends to become an 
ahistorical absolute. Perhaps Mahasweta’s 
charismatic activism has also in a sense gut 
inextricably confused with the quality of her 
wntings and has postponed the assessment 
that she deserves as a creative writer. 

It seems to me that Mahasweta's forte is 
the long story rather than the novel. Her 
particqiar kind of dialogic talent suits the 
structure of the former rather than the expanse 
of the full-scale novel. In Hajar Churaxhit 
Ma (1974). developed around the agony of 
a dead naxalitc activi.st's mother, whose 
upper class husband and family try to hush 
up the son’s death at the hands of the police, 
t he I imitations of the narrative are manifested 
in the absence of this dialogism.The authorial 
voice overwhelmsAll other voices and lapses 
into raw sentiment On the other han^ in 
some of her best work, such as the loi^ 
stories like ‘Stanadayini’ (TheBieast-giver), 
‘Operation Basai Tudu’ and ’Doulati’ 
(Doulati the Bountiful), the fullness of her 
vision comes out of her capacity to speak 
through a multiplicity of voices. In some 
stories she does get carried aviay by this 
dialogic felicity, but in the aforementioned 
works it blends finely with a sharp, alert 
ironical note which holds the narrative 
together. 

‘Stnnadayini’ is the stoiy of Jasoda, a j 
woman who keeps on bearing children in • 
order to continue playing the exalted role of < 
a wet nurse to a rich inmily, and finally dies ' 
of breast cancer, abandoned by her own and ' 
adoptivcchi)dicn.In ‘OpcrationBasaiTudu’ ( 
Kali Santra. a dedicated member of Kisan 
Sabha and of the agricultural labourers’-', 
movement, goes in the depths of titt foreatj 
to identify the body of Ba.sai T\idu. a tribd 
comrade who had moved away from Kisah 
Sabha, since he perceived the movement 
beingtaken Overby the ‘babrios'.endputsueif 
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his own coune of nrilitant pcissant siniggle 
in the heart of the forest. In the course of* 
the journey. Kali Santra keeps on recalling 
how many times he has had to go on the same 
errand of identifying Basai’s body. But each 
time Basai has been found to live again. 
‘Dcnilati’ is a story set in Palamau. Doulati, 
given in bondage to a whorehouse-owner in 
early youth to repay a family debt of R$ 300, 
has to sell her only bounty, her beautiful 
body, again and again, until she has raised 
more than Rs 40,000for her master. She dies 
at 27, racked with venereal disease and 
tuberculosis. on i ndependence day, sprawled 
over a map of India, “...filling the entire 
Indian peninsula from the oceans to the 
Himalayas, here lies bonded labour spread- 
eagled, Kamia-whore Doulati Nagesia’s 
tormented corpse...” In all these stories, the 
sharp ironical style, which is the device 
through which the writer’s compassion 
reveals itself, succeeds in concretising the 
specific milieu in which a Jasoda, a Kali 
Santra or a Doulati becomes possible. The 
suggestion of an entire web of social- 
economic relationships through the 


^^culaiion of the JtadlvtM character^ {» 
what gives it its concretei^s. The resist 
tradition in Bengali literature assumes new 
dimensions through this intensely ironical 
technique. 

Mahasweta Devi has never described 
herself as a feminist. This is because in her 
perception sexual exploitation always forms 
part of a much larger pattern of exploitation. 
But many of her stories are women-centred 
with the gender-issue offering an exemplum 
of other issues. As she says, Jasoda, in 
‘Stanadayini’, recalled for her ‘he whole of 
'Paschimbanga'. What is refreshing in her 
treatment of sex-issues is the fact that she 
never minces matters, and in her best stories 
it is her straightforward, colloquial style that 
hits one hard. She lapses sometimes into 
one-dimensional melodrama as in 
'Draupadi', where a tribal girl after being 
sexually tortured by the police makes a 
weapon of her own nakedness, or ‘Shikar’, 
where again a tribal girl hunts the ‘diku’ 
trying to exploit her sexually. It seems in 
these stories that the tribal identity, instead 
of suggesting a whole mesh of social 


liliilitAMliips 

give the namttivBapattieular twist, tldalwk 
of artistic specificity seems to be a fallout 
of the exclusivist perception 1 have earlier 
spoken about. 

Mahasweta has been excellently trans¬ 
lated in English as well as in other Indian 
languages. But few outside West Bengal 
know that after Lila Mazumdar, she is today 
perhaps the best writer of children’s stories 
in Bengali, mixing sheer fun with memories 
of her own childhood and a penchant for the 
historical which was perhaps one of her 
earliest interests. Some of her stories for 
children excel in the concretisation of a 
historical situation, as well as in the dry 
humour of her tftatment. For her, as for all 
good writers for children, they are to be 
taken seriously. This is certainly not her 
meanest achievement. 


[I am indebted to Maitreya Chatak and Seagull 
Books for allowing me to use the manuscript of 
their forthcomingcollectionofMahasweta Devi’s 
non-fictional writings’. Dust tm the Road: The 
Activist Writings of Mahasweta Devi, Maitreya^ 
Chatak (ed).] ^ 


- XXXIX LABOUR ECONOMICS CONFERENCE 

■ 

■ CALL FOR PAPERS 

■ 

■ The 39th Annual Conference of the Indian Soi^ty of Latxxir Economics (ISLE) will be held dunng the last week of December, 1997/ first week of January, 1998 

■ at Thiruvananthapuram (Tnvandrum) under the auspices of the Department of Economics and Centre for Women's Studies, Kerala University, In collaboration 

■ with the Centre for Development Studies and Institute for Management m Government Professor Ashok Mathur of the Centre tor Study of Regional 

■ Development, Jawaharlal Nehru University. New Delhi will preside over the Conference The topics selected for discussion in the Conference are 

* 1. Political Economy of Labour 

* 2. Minimum Wages 

■ 3 Child Labour 

■ 

* Those desirous of contributing papers for the Conference should send their papers to the Conference President: Prof. Ashok Mathur, Centre for 
^ the Study of Regional Development, Jawaharlal Nehru University, New Delhi - 110 067 with a copy to Prof. Alakh N. Sharma, 
g Editor, ths Indian Journal of Labour Economics, Institute of Applied Manpower Research Building, I.P. Eatats, Mahatama 
g Gandhi Marg, New Delhi • 110 002. 

■ 

* The paper should reach latest by August31,l997.ltshouldnotexoeed4000wordsincludingtablesandappendices and should necessarily be accompanied 

■ by a summary not exceeding 500 words The author should strictly follow the style and pattern as being followed In the current Issues 

■ of the Indian Journal of Labour Economics . The papers not conforming to this will not be considered for publication in full The acceptance of papers 

■ for presentation in the Conference will be communicated to the authors by the middle of October. 1997. The contributors whose papers are accepted for 

■ publication in full in the Conference Issue of the Indian Journal of Labour Economics are requested to send a floppy diskette containing their articles in WS 

■ or WP version to facilitate quick processing for publication. 

■ -I* 

■ The participants desirous of attending the Conference should contact the Organizing Secretary of the Conference, Professor S Urns Devi feir registration, 

■ resenration. accommodabon and other details of the Conteiance at the following address . Professor S. Urns Devi, Professor of Economica and 

■ Director, Centre for Women’s Studies, Kerala University, Karlavattom, Thiruvananthapuram- 69S581. 

* The membership fee of the Society (Rs. 150/- annual and Rs. 1500/- l/fe) should be sent to the Treasurer, the Indian Society of Labour Economica, 

* Institute of Applied Manpower Research Building, I.P. Estate, Mahatama Gandhi Marg, New Delhi • 110 002 by cheque or demand draft 
” in favour of the Indian Society of Ubour Economica payable at New Delhi by November 30,1967 (in case of outstatlon cheque, Rs 20/-should be added 
" extra as bank clearance charges). Those sending the membership fee after November 30 can also participate in the Conference but they will not be entWed to 
^ vote In the business session of the General Body of the Society 

g Details about the Conference themes and the ISLE can be obtained from the Hony. Secretary, Indian Society of Labour Economics. Institute of Applied 
^anpower Research BuHding, IP Estate. Mahatama Gandhi Marg. New Delhi -110 002. Z ^ 


KXH 


Economic and Political Weekly May 10, 1997 






Net Inter-Bank Liabilities: Needless 
Sound and Fury 

I Deena Khatkhate 

The latest credit policy announcement should be seen as an important 
step, but the first of many steps to be taken to promote and 
strengthen indirect monetary policy instruments in a reforming 
monetary system. 


WITH the announcement by the Reserve 
Bank of the recent credit policy, there has 
been soaring rhetoric and flowing adrenaline 
about whether it is wise to remove net inter¬ 
bank deposit liabilities (IBLs) from the 
denominator of the cash reserve ratio (CRR). 
A former deputy governor of the RBI, piqued 
by the demolition of the architecture of the 
credit policy he had so assiduously built 
during his tenure, has expressed foreboding 
of an impending apocalypse. In the resulting 
emotional melee, the issues involved have 
^been blown out of all proportion and given 
an importance which they do not certainly 
deserve. Simple concepts are overlooked, 
experiences in other countries in regard to 
administering CRRs are blanked out, %nd 
totally extraneous considerations have been 
inveigledinthedcbaic. The new credit policy 
has become a call to arms. 

The argument that IBLs should becxcluded 
for the purpose of CRRs is not mere 
idiosyncrasy; it has a strong basis i n economic 
reasoning and logic. If the banking system 
is viewed as a whole, inter-bank liabilities 
and assets must necessarily offset each other; 
but the difriculty arises where an individual 
bank is concerned. Any one particular bank, 
theoretically, can be a net lender or a net 
I borrower or can have a square position with 
liabilities to other banks offsetting its assets 
held with other banks. If the liabilities of a 
bank exceed its assets held with other banks, 
the difference is added to the outside deposit 
liabilities for calculating the CRR. If this is 
so, then it is logical that a bank with as.scts 
held with other banks exceeding its inter¬ 
bank liabilities should get credit; if not, it 
will amount to double imposition of reserve 
requirements on that bank. The deputy 
governor has allowed his heart to ache rather 
than his head to think, when he calls an 
occurrence of any bank holding inter-bank 
assets more than its liabilities to other banks 
a quirk. ‘Quirk’ is an expression that is used 
for an accidental phenomenon which under 
oormal circumstances does not occur. But 
any bank with excess of inter-bank liabilities 
over inter-bank assets must be accompanied 
by some other bank or banks with inter-bank 
, assets exceeding inter-bank liabilities. 
Otherwise the inter-bank assets and liabilities 
of the banking system will not cancel each 
other out. It is possible that the number of 


banks with net inter-bank liabilities may be 
larger than the corresponding number of 
banks with net inter-bank assets. But the 
small number of thclatter cannot bedismissed 
as inconsequential since without them the 
governing condition of equality between total 
inter-bank liabilities and assets will be 
violated. This is why in almost all countries, 
developed and developing, IBLs are 
exempted from the reserve requirements. 

Those who have opposed the latest change 
have barked up a wrong tree by pointing out 
that foreign and newly, established private 
banks will benefit by the modification of the 
CRR because they, their deposit base being 
small, would borrow in theinter-bank market. 
Even if this happens, so what? Is it not the 
main purpose of a properly functioning 
money market to even out bank liquidity? 
If there is pressure on banks for meeting loan 
demands, those with shortage of funds would 
run to those with excess funds, with a 
consequent rise in inter-bank interest rates. 
If the Reserve Bank feels that interest rates 
are rising too high, it can adjust its refinancing 
rate or conduct open market operations in 
a manner that inter-bank liquidity is 
replenished. In the opposite case with inter¬ 
bank interest rates falling, the monetary 
authorities could rai.se its refinancing rate or 
sell securities in the market. Therefore, the 
question of which bank is emerging as a net 
lender is irrelevant. 

A red herring is drawn by arguing that 
banks would recklessly rely on the inter¬ 
bank market rather than on outside deposits. 
This again is totally unrelated to the issue 
of inclusion of inter-bank liabilities in or 
their exclusion from the denominator of the 
cash ratio. Prudential norms have to be 
observed at all times, regardless of whether 
banks expose themselves by excessive 
borrowingintheintcr-bankmarketorlending 
to their customers. 1'his is a task for the 
supervisory authonties. 

In this context, a question is raised about 
whether the Sodhani Committee on the forex 
markets and the Rakesh Mohan Committee 
on infrastructure exceeded their briefs by 
recommending removal of net inter-bank 
liabilities for calculating the CRR. Whether 
or not they were given a mandate on this, 
both the committees were right in com¬ 
menting on this issue as it has an important 


bearingon their central concern. The Sodhani 
Committee was exploring ways and means 
to promote a forward exchange market in 
India. The premium on the forward exchange 
rate must in theory equal the differential 
between the domesticand the relevantforeign 
interest rates. In India, however, an interest 
rate that can correspond to six months term 
rate could not emerge because of the way 
the cash reserve holding period is stipulated. 
The elimination of net inter-hank liabilities 
will help the term interest rate up to six 
months to develop and thus facilitate the 
emergence of a viable and sustainable forward 
exchange market. 

The Rakesh Mohan Committee too had 
equall y good reasons to propose the abolition 
of reserve requirements on net inter-bank 
liabilities. This committee was charged with 
the task of evolving a sU'ategy of <Jeveloping 
infrastructure in India. It is obvious that 
financing of infrastructure on such a massive 
scale would be the most daunting 
undertaking. Main financing mixlium will 
have to be bond issues within the country 
and outside. One of the important pre¬ 
conditions for a market for bonds, internally 
or externally raised, is the existence of a 
yield curve^Elimination of reserve require¬ 
ments on net bank liabilities is one of several 
elements in the evolution of a yield curve 
and for that reason the Rakesh Mohan Com¬ 
mittee argued for it. 

However, there arc still some wrinkles in 
the new policy relating to inter-bank 
liabilities. The Reserve Bank subsequently 
clanficd that the cash reserve requirements 
on the imer-bank liabilities arc not totally 
removed. A minimum of 3 percent of reserve 
requirements will continue to be imposed 
until the legal impediment is eliminated. 
This means that the hype about the yield 
curve and all that is premature. So also is 
the claim that the bank rate from now on 
will be used more often asasignalling device. 
In the credit policy statement all the interest 
rates are related to the bank rate so that with 
a change in the bank rate those rates will 
automatically change and in the same 
direction. This by ilsell. however, does not 
.make bank rate a major indirect monetary 
policy instrument. A real desideratum is that 
the bank rate should be variable depending 
upon the money market conditions. When¬ 
ever market liquidity dries up leading to a 
ri.se in the market interest rates the bank rate 
will have to to be adjusted downward, and 
vice versa when liquidity becomes abundant. 
The changes in the bank rate need also to 
be synchronised with the open market 
operations. The latest credit policy, therefore, 
should be interpreted as an important step, 
but the first of many steps to be taken in 
promoting and strengthening indirect 
monetary policy instruments in a reforming 
monetary system. 
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UNITED KINGDOM 

Emergence from Political Purgatory 

T V Sathyamurthy 


Tory reactionary dogma has been emphatically rejected in favour of 
flexible, pragmatic, Just and democratic government (albeit within 
limits), with a powerful segment of the new Opposition consisting of 
the Liberal Democrats who found Conservative policies in government 
and the Tory style of functioning equally repugnant during the years 
in which they shared the Opposition benches with Labour. 


MAY I (also May Day which the incoming 
Tory administration ostentatiously spumed 
in 1979because of its proletarian international 
associations). A beautiful spring day. 
Rritain’sclectors were heading in substantial 
numbers to the polling stations throughout 
the day. They were hardly aware that within 
an hour of the ballot boxes being taken away 
for counting, their votes would constitute the 
stuff of history and contribute to the almost 
r'liraculous outcome of the 1997 general 
election. 

Only on two similar cK’casions before, 
luring the entire century, had the British 
v^lectorate delivered a stunning blow of 
comparable magnitude to the Conservative 
Party in 1906, Campbell-Bannerman led 
the Liberal Party to an all time record of an 
anti-Tory majority of nearly 220 scats in the 
House of Commons. The victory of the 
L?b(iur Party in the May 1997 general 
election, with an overall majority of 179 
.seats, whilst being only marginally less 
Dreathlaking than the 1906result, represented 
:iie party’s best ever achievement. It even 
surpassed its memorable perfonnance in the 
: >45 general election which constitutes, in 
I ignitude,Ihcthirdmostimpressiveelection 
\.v.tory of the century. By the same token, 
i: IS agreed on all sides that the result, for 
I be f'oiiservaliVc Party, was the worst ever 
in iiioic than 1 SO years (i e, since the passing 
i f the First Reform Bill). 

Internationai electoral comparisons are no 
' 'S .ippropriate on this occasion than 
■ t nipaiisons with past elections in Britain. 

’ an think of only two elections (that I have 
'V itnc.sscd) ot comparable proportions within 
’ acent memory - the election of Salvador 
'' llendc 111 Chile (1970) and theindian general 
' b-ciion (1977) following the end of the 
Iplernal Emergency. The latter being 
n'lrliaincuiaryincharacter (unlike the former 
M hich was presidential) and, therefore, 

• •■'■ectly comparable to the British election, 
■iilird not only in an ignominious defeat 
< ilic Conttre.ss (R) party (including the 
' 'lie miiiisiei hersclO but also in pushing 
1 ' -nto u 1< mg pha.se of insidious disunity and 
(. ' .niegration. 


The political background to the 1997 
general election in Britain can be pieced 
together by focusing on the electoral 
chemistry that enabled the Tories to remain 
in power continuously for 18 years. The 
flrst-past-the-post system gave them the 
freedom to pursue economic and social 
policies of an intensely dogmaticand partisan 
character even though they never obtained 
a share of the popular vote in exce.ss of 45 
per cent in the four successive elections that 
they won. 

The Opposition - consisting variously of 
Liberals, Social Democrats, Liberal 
Democrats and Labour supporters - was 
powerless to temper the divisive and 
ideologically driven policies of the 
government. Margaret Thatcher began her 
career as prime minister with a determination 
to break the mould of British politics based 
on a minimum consensus between the two 
major parties safeguarding the future of the 
welfare .state under both Tory and Labour 
admini.strations. 

On almost every conceivable subject - 
from the dismantling of the welfare state to 
promiscuous privatisation, from the 
decimation of local government to the brutal 
annihilation of the highly successful Greater 
London Council (GLC); from irrational and 
vengeful onslaughts against trade unions to 
the imposition of an arbitrary poll tax; from 
vindictive and humiliating legislation 
depriving weaker segments of society (the 
unemployed, the homeless, single parents, 
pensioners, inner-city dwellers, poor blacks, 
etc) of their rights and eroding their social 
entitlements to the introduction of draconian 
measures to deal with crime without paying 
any attention J the causes of crime (in part, 
at least, exacerbated by Tory policies); from 
waging war on the Malvinais/Faiklands to 
the disruption of the European Union; and 
from the beef war to the E-coli scare - 
successive Tory governments followed 
policies that were utterly distasteful to large 
segments of the population. It would be no 
exaggeration to say that, year on year, more 
and more people came to hate the 
Conservative Party. 


This is not the appropriate place to otter 
into a discussion of why and how it was 
possible for such a government to remain 
in power over such a long period. However, 
it is of relevance to this essay to point out 
that the welfare state was in need of reform, 
and the delivery of health, education and 
other social entitlements could do with a 
measure of reorganisation, de-bureaucra- 
tisaiion, decentralisation and economy. A 
radicalisedTory party won the 1979election 
on a promise of putting the economy to 
rights administering the hitherto untried 
nostrum of privatisation of public utilities 
and submitting vital parts of the social 
economy (including manufacture, employ¬ 
ment and environment) to the whims of 
market forces. 

The policies pursued by the Tory govern¬ 
ment resulted in social polarisation between 
the rich and middle classes on the one hand 
and the large numbers that were driven to 
underclass status on the other, tension in 
inner city areas caught in the grip of intense 
deprivation and immiserisation, racism and 
ethnic unrest and, above all, the breaking 
down of social morality with the elevation 
of unbridled greed and profit to a status of 
competitive virtue. 

Still cast in the old mould of social demo¬ 
cracy, the Labour Party was not prepared for 
the lightning rapidity with which a radically 
transformed Tory Party ambushed a 
consensus-dri ven wcl fare state, which it then 
proceeded to dismantle and downsize, 
completely ignoring parliamentary opposi¬ 
tion and popular resistance. The election of 
Michael Foot as leader of the Labour Party, 
the defection of ‘The Gang of Four’ to form 
a new (Social Democratic) Party, and the 
dcmoralisationof the socialist or left elements 
within the main opposition, no less than a 
godsend in the form of the conflict with 
Argentina involving the Mai vinas/Falklands, 
deflected public attention from the disastrous 
impact of Thatcher's economic policies and 
the grossly disproportionateburdenofreform 
that they imposed on the vulnerable sections 
of society. 

The 1983 election, quickly following the 
bravado, chauvinism and xenophobia un¬ 
leashed by the Malvinas/Falklands crisis, 
produced a result hugely favourable to the 
incumbent government. Tbe change of guard 
in the Labour Party led to inner-party reform 
which made matters worse for it before things 
began to get better. In parliament, Kinnock 
did not assert himself nearly enough and 
Thatcher took cruel delight in trampling 
upon him at question time and in policy 
debates on various subjects. Within the 
Labour Party, however, Kinnock pursued a 
ruthless policy of reform directed towards 
taking on the Tories electorally. 

This task was still far from complete in 
1987 when Thatcher won the third general 
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dectMt in • fow. Duiing the 1987-1992 
iiitervnt, circumstances were much more 
favounble for a Labour victory. The 
imposition of the community charge (an 
euphemism for the iniquitous 'poll tax’) in 
the place of rates ignited public anger which 
the tension building up to the Gulf War 
Umid not be mobilised to deflect. 

At the same time, her Europhobia had 
reached such hideous proportions that two 
key ministers - the chancellor of the 
exchequer (Lawson) and the deputy prime 
minister (Howe) - could no longer serve 
under her with a clear conscience. The coup 
de grace in the form of Howe's devastating 
resignation speech in parliament was 
followed by a leadership challenge in the 
Conservative Party. John Major. Thatcher's 
most trusted minister and the then chancellor 
conveniently went into hospital to have a 
wisdom tooth removed whilst his silent 
campaign to secure the succession to the 
prime mi nistership was secretly orchestrated 
by his Treasury colleague and deputy 
U^rman Lamont) in the aftermath of 
IMIeltine’s failure to obtain a clear majority 
< in the first ballot. 

It is anybody's guess whether a general 
election held in 1990 would have resulted 
in a Labour majority. But when the country 
did go to the polls in 1992, the Labour Party 
was in fine organisational fettle and the Tory 
Party was unpopular (though not as deeply 
and universally as two years earlier). Yet, 
the election failed to bring out the true strength 
of the refurbished Labour Party for two 
reasons. 

Kinnock simply could not overcome the 
media image that had stuck to him over a 
period of nearly a decade as leader of the 
party. Given endemic English ethnic pre¬ 
judices, his Welsh nationality did not help 
HH^r. In the sphere of policy, whilst the 
^blic regarded the NHS, education and 
social welfare as areas in which they could 
readily trust the Labour Party but not the 
Tory Party, the former had not yet success¬ 
fully eradicated the message conveyed by 
Its image that in government its instinct 
would be to tax and spend, throwing fiscal 
caution to the wind in order to fulfil its 
commitment to lower inequalities and remove 
inequities. 

Major’s 1992 campaign fed on the public’s 
fear, of taxation (fuelled by hostile media 
propaganda directed against the shadow 
chancellor John Smith's specimen budget), 
and its suspicion of constitutional reform 
leading to devolution and the establishment 
of a Scottish parliament and a Welsh 
assembly. Victory slipped between their 
lingers for a fourth time, notwithstanding 
the fact that the Labour Patty did stage a 

f petb campaign. 

The fourth Tory government was i n a state 
of terminal exhaustion from the very 


beginning. Within months of bdiig returned 
to power, the Major government rushed a 
raft of new taxes through parliament, whilst 
a sudden fiscal crisis triggering the political 
circus on Black Monday was turned into an 
opportunity to de-link Britain from the Euro¬ 
pean Exchange Rate Mechanism (ERM). 

Between 1992 and 1996, Major’sgovem- 
ment marched from disaster to disaster. A 
numberof corrupt ministers and MPs rapidly 
acquired a reputation for sexual and/or 
financial sleaze. Euiophubiaand xenophobia 
were cultivated into an art form in the conduct 
of policy. Peace efforts in Northern Ireland 
were scuppered by the government in order 
to keep the Ulster Unionists happy in 
parli ament. And, the beef war agai nst Europe, 
following the European Union’s uncom¬ 
promising stance on the BSE crisis, which 
ended in a fiasco, provided the occasion for 
the Major government to sink so low that 
it could no longer be trusted to observe even 
the most elementary decencies, let atone 
democratic conventions or basic morality in 
public life. Not surprisingly, the Tory Party 
lost every bye-election during the lifetime 
of the government, squandered its majority 
and placed itself at the mercy of the Ulster 
Unionist Party for the political oxygen needed 
to overcome the motion of no confidence 
against it earlier this year. 

In the wake of the 1992 electoral defeat, 
,and following the resignation of Kinnock as 
leader, the Labour Party turned its attention 
to the question of how a strengthened party 
organisation should widen its appeal to all 
regions, all classes, and all interests in the 
country. The essence of Labour's electoral 
strategy, during the la.st three years under 
Blair’s leadership, has been todevise methods 
by which the political messageof New Labour 
could be propagated deeply and widely 
throughout British society. 

The fact that the Labour Party went to the 
country four times with policies that were 
manifestly more humane than Tory policies, 
and yet each time it lost, was most 
disheartening to say the least. During the last 
five years, its leaders were compelled to give 
greater precision to the public presentation 
of their policies by identify! ng the parameters 
within which they were framed. 

Labour leaders committed to constitutional 
reform, going beyond devolution to include 


some form of proportional representation, 
on the basis of appropriate referenda, grasped 
the importance of co-operating with the 
Liberal Democratic Party as a means of 
driving Tory opposition to it into the defen¬ 
sive. Learning from the experience of the 
past, the Labour Party outlined its spending 
policies within a framework of no increase 
in basic rates of tax and of being restricted 
to the Tory government's spending targets. 
On Europe, again, a cautiously Euro-positive 
line was adopted, whilst taking great care 
not to rise to the bait of national chauvinists 
and Eurosceptics (an euphemism for the 
expanding number of Euro-baiting little 
Englanders in the Tory Parly). 

During the long drawn out six week 
campaign leading up to the election, the 
political parties and the media became 
embroiled in the ugliest and most bitterly 
contested battle for voles in recent British 
history. The Tory Party .set the tone by an 
act of deliberate omission and one of 
commission. 

March 17, the day on which the prime 
minister announced the much awaited date 
of the general election, was only days away 
fromthedale on which SirGotdon Downey’s 
report enquiring into parliamentary sleaze 
(in which Neil Hamilton, the then sitting MP 
for Talton, among others, was heavily 
involved). The opposition parties, with some 
justification, were outraged by the prime 
minister’sdccisiontodissolvelhe parliament 
just before the Downey report was due to 
be tabled. Newspapers, television and radio 
alike were so completely preoccupied with 
the political dynamic of sleaze that it was 
practically impossible to gel down to the task 
of discussing policy issues dividing the 
contending political parties. The adamant 
refusal of Pier.s'Mcrchant and Neil Hamilton, 
the two sitting MPs fo-^ the constituencies 
of Beaconsfield and 1 aiton (one accused of 
sexual sleaze and the other of financial sleaze) 
to stand down, unlike some other candidates 
under a cloud, had the effect of keeping 
sleaze in the limelight and of deflecting 
serious campaigning until an independent 
candidate (Martin Beil) emerged to oppose 
Neil Hamilton m the constituency of Tatton' 
on the single issue of political corruption. 

To Tory act of commission, which 
interfered with the smooth conduct of an 


Table: Number of Seats Won and Percentage of Votes Cast in the General ELErTioN.s of 1906, 

1945 AND 1997 




Number of Seats Won 


Labour 

Liberal/Liberal Ucinocratic 

Conservative 

1906* 

30 (5.9) 

400(49) 

157(43.6) 

1945 

393 (47.8) 

12(9) 

213(39.8) 

1997 

419 (44.4) 

46(17.2) 

165(31.5) 


* Women were still nearly two decades away from enfranchisement. Not more than 66 per cent of 
the adult male population was eligible to vole. 

Figures in brackets are percentage of votes cast. 
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issue-based campaign,coniistedofitsstngu* 
larly grotesque advertisement personally 
attacking the Labour leader. Even before the 
election was called, an advertisement was 
published by the Tory Party depicting Tony 
Blair as a demon with fiery red eyes. Public 
revulsion against the gutter politics that such 
an advertisement betokened, as well as the 
muted condemnation with which it was 
greeted by the Advertisement Standards 
Authority, forced thcTory Party to withdraw 
the odious poster albeit with extreme 
reluctance. But this in no way altered the 
ruling party’s determination to continue to 
portray the opposition in demonic terms. 
Yet, at the mid-point of the campaign, Blair 
the demon had become Chancellor Kohl’s 
obedient lackey (cut down to minute size and 
sat on the German's knee) ready to take 
orders and sell Britain’s interests down the 
river. This advertisement was offensive in 
theextremc. yet was al lowed to run its course. 

Tlirec issues stood out: health, education, 
and social welfare (focusing, on thistKcasion, 
on pension). To these the Tories added 
Europe. On Europe, the Tory strategy was 
to wrongfoot Labour on questions relating 
to British national interest and European 
federation. Tory propaganda against Europe, 
as indeed its alurmism on Scottish and Welsh 
devolution invol ving con.stitutionid changes, 
completely failed. On social policy. the Social 
Security .Secretary unveiled a pension plan 
which the Labour Party was able to rubbish 
with case and panache. The Tones harped 
on Labour's doubtful fiscal credentials 
(repeatedly and effectively rebutted by 
Gordon Brown), on inexperience in handling 
negotiations with European leaders of the 
stature of Kohl and Chirac, and on dangerous 
experimentation with the Constitution. 
Throughout the campaign, the polls never 
wavered in the support for the various parties 
that they registered. Tory propaganda clearly 
did not seem to be working. During the last 
fortnight, the Tory leadership continued to 
pin its hopes on the 18 to 25 per cent of still 
undecided voters. 

The Labour Party was adversarial only to 
the extent of replying to Tory propaganda 
and rebutt i ng attacks based on del i berate and 
wilful misinterpretation. A reasonable 
proportion of its efforts was devoted to 
explaining its policies subject by subject and 
issue by issue, always insisting that it was 
deliberately short on promises, and that its 
main aim was to build a decent society based 
on equity and equality of opportunity and 
rewards for achievement. On a tactical level, 
the Labour campaign concentrated hard on 
winning votes from all regions and classes 
and all political persuasions. Its efforts in 
the marginal scats were phenomenal. 

The Lihcial Democratic Party was a 
beneficiary of the implacable hostility 
prevailing between the two major parties. 


Ashdown, the Liberal Democrat I^arty leader, 
announced bold and radical moves in the 
spheres of education and health (not being 
bound by the self-imposed fiscal restrictions 
of the Labour Party), while at the same lime 
joining forces with the Labour Patty on 
constitutional change involving the reform 
of the Lords, devolution in Scotland and 
Wales, and even more significantly, the 
reform of the electoral system from first- 
past-the-post to a form of proportional 
representation. Such clearly defined common 
ground between the two opposition parties 
did not prevent the Liberal Democrats 
equating Labour with the Tories in respect 
of their lack of radicalism and freshness as 
well as of their inability to spell out what 
they would do in government. Of other and 
more narrowly based parties, the SNP and 
Plaid Cymru made a good though uneven 
showing in Scotland and Wales. 

Even a week before election day, the 
atmosphere had already reached saturation 
point, thanks to the media, and a pervasive 
sense of fatigue was discernible among the 
public. Polling could not have come sooner. 
As the results started to appear on the 
television screen it .s(K>n became clear that 
the Labour Party would win. With a swing 
ranging from 8 to 18 per cent in favour of 
Labour in constituencies in which it was 
immediately behind thcTories, and asimilar 
swing towards Liberal Democrats in 
constituencies where they constituted the 
second party, it soon became clear that the 
electoral floodgate had been opened and 
Labour (and Liberal Democrat) contestants 
would be the beneficiaries of an electoral 
tide that had truly turned. 

Within two hours of the start of vote¬ 
counting there was little doubt that the Labour 
Party was heading for a landslide, and within 
another hour the magnitude of the projection 
was increased to a historic landslide. The 
broadcast was punctuated with moments that 
are bound to become memorable in electoral 
history. I shall recapture a few of them here. 

The first seat from a Tory to fall to the 
Labour Party was Birmingham Edgbaston, 
held for decades by Jill Knight until her 
recent translation to the Upper House. It fell 
to a German first generation Briton, Giscia 
Stuart - a law lecturer, who had to weather 
insidious xenophobia propaganda from her 
Tory opponent's side. Soon after that result 
came on the air, the returning officer for the 
Scottish constituency held by the secretary 
of state for Scotland (Michael Forsyth) in 
which Dunblane, of recent tragic memory, 
is situated, was collecting the candidates 
together to announce that the sitting M P had 
lost his seat. 

As news poured in from constituencies 
throughout the length and breadth of the 
country, it soon became clear that seven i 
Tory ministers had fallen, and that Scotland 


andWaleshadelectedRotaringlttl'oiyikiflPi 
Overnight,Tory r^resentation in pariiament 
had shrunk to provincial dimensions 
(confined to England), withapredominantly 
rural social complexion. The announcement 
of Michael Portillo’s fall carried a note of . 
piquancy as he had become one of the most'll 
cocky members on the right wing of the 
outgoing government who was raring to 
succeed John Major as leader of the Con¬ 
servative Party. It would be no exaggeration 
to say that his defeat was an occasion for 
rejoicing to a wide spectrum of political 
opinion including theEurophiles in the Tory 
Party. More amusing, but no less fateful for 
the Tory Party, was the defeat of Marcus 
Fox, Tory grandee and chairman of the 1922 
Committee which is the bastion of old- 
fashioned reaction in the House, at the hands 
of his 23-year-old Labour opponent. 

From time to time, the programme pre¬ 
senter zoomed to various leaders in order to 
obtain their reactions to what was happening 
on the .screen. In the earlier stage of the live 
broadcast. Labour leaders was extremely 
circumspect. Liberal Democrats marginally 
more buoyant, and the Conservatives came 
over as both arrogant and ruffled at the same 
time. At one point, when Con.servativc 
ministers had already begun to alter their 
pitch and as confidence was beginning to 
ebb away, Jeremy Paxman asked Michael 
Hc.seltine, the deputy prime minister, his 
views on a particular result. Heseltine’s 
confident as.scrtion did not seem to bear any 
relation to what was happening before their 
very eyes. The interviewer felt the need to 
give a nudge to the deputy prime minister 
with the question: “Arc you suggesting that 
the electorate has made a mistake?’’ It had 
just the right effect on the respondent to 
enable him to descend to reality This was 
indeed among the few moments for con- 
noi sscurs of such programmes to relish, worth 
waiting for if only for the speed with which 
they captqred rapidly changing moods of 
despair and exhilaration. 

David Mellor, a former cabinet minister, 
who was forced to resign over charges of 
sexual indiscretion and flnancial sleaze half¬ 
way through the last parliament, w as defeated 
by the Labour candidate in the London 
constituency of Putney. In the course of a 
speech that followed the announcement of 
the result, Mellor directed snide remarks 
towards James Goldsmith, the Referendum 
Party candidate. Thjs provoked Goldsmith’s 
anger enough for him to round on Mellor 
and boohimoutofthc hall whilst the audience 
enthusiastically, joined, him in a choms of 
“Mejlor out, Mellor out; but, out, out, out”. 

For one of the tastiest tpbrseisi pf election 
reporting, the TV cameras moved to TaltOn 
as soon a^ the .retqfning of^tcef for the. 
constituency, gathciecj tlie caii^dat^ togatk^' 
to announce that one of the safest 'fbiy seats 
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tad faBen to MBitin Bell, the only indepen¬ 
dent, non-party candidate sttading in the 
election. Neil Hamilton greeted the news of 
the termination of his parliamentary career 
with a whine and a whinge, blaming the 
constimency foriacking the wisdom to return 
him to parliament yet again, rather than his 
opponent fighting on a single issue (anti¬ 
corruption) campaign. 

The celebration of victory starting from 
the Labour leader’s con.stituency (Sedge- 
field), and reaching its climax at the Royal 
Festival Hall, brought to a close the most 
exciting night of British politics in many 
years. The Labour Party won nearly two- 
thirds of the total number of seats (419 
including Betty Boothroyd, the speaker, who 
was elected unopposed) or 44.4 per cent of 
votes cast, with the Tories trailing far behind 
with 165 seats (half the number of seats they 
held in the last parliament) or 3I.S per cent 
of votes cast, and the Liberal Democrats on 
46 scats or 17.2 per cent of the votes. 

Thus, vox popult ’s decree, mirabili dictu, 
brought Britain’s extended sentence in 
political purgatory to an end. fury reactionary 
dogma was emphatically rejected in favour 
of flexible, pragmatic. ju.si and democratic 
government (albeit within limits), with a 
powerful segment of the new Opposition 
consisting of the Liberal DemcK-rats who 
found Conservative policies in government 
and the Tory style of functioning equally 
repugnant during the years in which they 
shared the Opposition benches with 
Labour. An electoral turn out of 71-72 per 
cent (Cf 76-77 per cent in 1992) produced 
a stunning majority for Labour. 

The election of 120 women MPs (of whom 
102 arc Labour) rcprciiciits a qualitative leap 
in the composition of the lower House. The 
new parliament may have also registered 
other far-reaching changes which could 
signify the beginning of a new era of 
parliamentary government in Britain. Among 
the other characteristic features of this 
parliament that leap to the eye arc: the 
provincialisation of Tory opposition as a 
consequence of its failure to win any seat 
in Scotland or Wales; a preponderance of 
young modem middle class professional 
persons giving the chamber a decidedly 
revitalised appearance; a suggestion to the 
effect that it will be a fonim for even-tempered 
debates on controversial issues rather than 
adversarial exchanges in agladiatorial fashion 
(in the abiding style of its predecessor) and, 
above ail, a determination to seek common 
ground on issues relating to such subjects 
as Europe, Northern Ireland and .socio¬ 
economic policies that were deliberately 
projected by. the Tory admini-stration in 
discourse that was divisive and polarising. 

On a more personal level, the new 
parliament constitutes a testimony to variety 
including humorous touches of human 


interest (e g, two identical twin MPs who 
should provide fun and' games throughout 
the tenure of this parliament in a walking 
comedy of errors). 'Ilte presence in the House 
of an MP in a wheelchair, who has taken 
cate to emphasise that she should be judged 
only by her ability, is nevertheless a reminder 
that pdrliament as a whole may have come 
a long way from the execrable lack of 
sympathy for the disabled displayed by a 
minister for disability in the previous 
government. 

The fl ip side of an event of such sensational 
and sweeping magnitude deserves comment. 
Glee over the defeat of the Tory government 
spread to Europhile Tory MPs who heaved 
a collective sigh of relief at the defeat of their 
own side. Edwina Currie, a prominent Tory, 
gave public expression to their feelings. On 
the Eurosceptic/Europhobic side of the Tory 
Party, there was a general sense of a doomed 
project lying amidst the ruins of a nauseating 
campaign of hatred and mendacious 
propaganda. 

Even so, there was something in it. 
personally, for Baroness Thatcher, to savour 
in such adecisivc rout faced by her ideological 
progeny. Like the goddess of Ncme.sis seated 
on he.- eternal throne. Baroness Thatcher 
must haveconteiTi|)lutcd the fall of a lieutenant 
who had conveniently allowed a wisdom 
tooth to gag him into silence when the 
‘Leaderenc’ de.spcrately needed support in 
order to survive the greatest ordeal of her 
political career. Even though she gave her 
blessings to Major (solely in order to stop 
Hcseltinc in his tracks and thus save herself 
ultimate humiliation) on that occasion, she 
never forgot his implicit disloyalty. As she 
sat on her imaginarj' throne to contemplate 
the catastrophic event on May Day (1997) 
for her party. Baroness Thatcher must have 
derived great satisfaction in the almost 
biblical words that must have been etched 
in her memory. “The mills of god grind 
slowly, but they grind exceeding line”. 

On the winning side, too, there were 
moments of humorous introspection. The 
traditional section of Labour as well as its 
more .titiculate left wing had reasons to feel 
satisfied with the winning formula, so 
sedulously forged over .such a long period 
and tested against such heavy odds in an 
essentially inward-looking political milieu 
and grossly prejudiced and reactionary media. 
Flexibility of policy, pursuit of fairness, 
ensuring equal opporiunities for all, building 
a decent society, and contributing to global 
ptocesses in an era of aggressive and 
competitive capitalism may not in the end 
add up to spectacularly social democratic- 
results. 

Yet, even the eleemosynary socialism 
promised by the Blair government already 
seems to convey the feeling that we are 
witnessing the crack of a new dawn in the 


political life of the country just about ready 
to emerge from a prolonged interregnum of 
self-imposed darkness. If the first week of 
New Labour in power is anything to go by, 
Britain can expect rapid introduction of 
measures in pari lament totulfilthclO pledges 
of the ruling party to the people. For this 
reason alone, the change of government 
represents, for the British people, ’a con¬ 
summation devoutly wished fur'. It is more 
than likely that, over and above the minimum 
substance that we have been led to expect, 
Britain will benefit in important qualitative 
ways as well as in the style of government 
that is likely to develop under New Labour 
as rultng party and Liberal Democrats, 
awaiting further expansion of their numbers 
in the next parliament as steps arc taken to 
change the con.stitution in the direction of 
proportional representation, as the con¬ 
structive Opposition. Settling down to a new 
regime will undoubtedly require time. But 
the speed with which the new govenimeot 
is already operating on a number of different 
policy fronts could drastically reduce the 
gap between promise and performance. 
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PERSPECTIVES 


Ethnicity, Class and Nation 
Interrelationships in a Multi-Cultural State 

Rudolf C Heredia 

Modernisation, whether state-planned or market-driven, is premised 
on progress as economic growth, and has eventually promoted 
homogenised development, hi choosing ‘another development’ we 
need to formulate 'another politics’ which will incorporate the 
liberating aspects of modernist endeavour into a communitarian 
model focused on dignity of person, respectful of ethnic identities and 
socio-politically participative. 


GIVEN the intractable escalation of ethnic 
conflicts and contradictions in so many 
countries today, the need for a more 
comprehensive frame of reference stands 
out. The themes suggested by this article 
require a vast canvas and we can make no 
pretence of dealing with all of them 
adequately. Thus, beginning with ethnicity 
as a process, we will consider the relationship 
of ethnic identity and group dignity, their 
manipulation in the dialectic of ethnic elites 
and social class, the resulting dilemma of 
developmental change and elhnu-politics, 
the conflict precipitated by this between 
nation-making and state-breaking, and 
suggest their resolution in a ‘civil-state’, as 
distinguished from a nation-state. 

The limited purpose here will be to set a 
frame of reference within which 
interrelationships can be explored. If this 
exploration is not conclusive here, it can be 
extended beyond the conclusions which arc 
somewhat tentative and open ended. For the 
endeavour will be to highlight the issues 
rather than attempt premature resolutions. 
This is a less ambitious but more reali.stic 
approach to a complex and complicated 
subject. 

EtHNicirv AS A Dynamic Process 

Since "there never has been a single 
discourse of ethnicity” [Dcvallc 1992:16], 
any approach tothis phenomenon must locate 
itself within a bewildering ‘‘plurality of 
di.scour.ses” (ibid), each with its underlying 
assumptions. These eventually do get 
articulated intocxplicit ideologies that orient 
perceptions and condition responses to this 
phenomenon. 

The purpose here is not to sort out the 
maze of theoretical constructs ‘‘created by 
social theorists to catalogue phenomena and 
.social groups”, but rather to consider 
“ethnicity as it is actually lived, as adynamic 
process with*a specific present, entailing a 
particular mode of social experience” 


[Devalle 1992:18]. We do not want to get 
bogged down in the rather unhelpful 
controversies between the ‘primodialists’ and 
the ‘instrumentalists’, the ‘survivalists’ and 
the ‘evolutionists’, the ‘maximalists’ and the 
‘minimalists’, to mention but a few [CfPathy 
1988:195]. Ratherwe will position ourselves 
with those for whom 

ethnicity should be seen as a historical 
phenomenon, subordinated to existing class 
and ccnlre-pcnphcry contradictions, and as 
an element operating in cultural dialectics 
(Devalle 1992:16). 

Obviously, ethnicity rcters to some kind 
of ‘collective identity’. But what the context 
of a particular identity will be, what group 
experiences will give ri.se to it. how this 
comes to self-awareness - all this must be 
located withi n the social context and material 
history of an ethnic group. Only then can 
the delicate balance, between objective 
features and subjective con.sciousncss, that 
defines group identity and maintains group 
boundaries be grasped [Barth 1969]. To 
as.sume otherwise is to imply that the 
ascriptivc and exclusive characteristics that 
make for collective identities and group 
boundaries arc ahislorical and static. 

Hence, here we problematise ethnicity as 
a dynamic process in which a .social unit 
produces and reproduces itself, 'fhis is cmcial 
to ideiitilying, which group characteristics 
will be activated and how the group will 
define and mobilise itself vis-a-vis the social 
.structures in which it is embedded [David 
1989:1]. Emphasising the material history 
of a group docs not mean falling into a 
reductionism as some classical Marxist have 
done. For interpreting all ethnic strife in 
terms of ‘class struggle’ and ethnicity itself 
as ‘false consciousness’ is hardly adequate 
to the frequent contradictions in many ethnic 
movements or conflicting cleavages in so 
much cthno-politics. 

There is more involved here than a 
reductionist class analysis by itself can 


explain. And yet to posit an autonomy for 
ethnicity, that negates the material basis of 
a group identity as it metamorphoses into 
a social movement, is to fall into other 
contradictions and conflicts no less" 
intractable. Here again we need to balance 
the sub-structural foundations of the social 
phenomena with their super-structural 
constructions. 

The classical Marxist would always give 
a decisive priority to the former, while 
granting a limited autonomy to the latter. 
Even with neo-Marxists, ethnic differences 
are seen to be but “a mechanism for the 
recreation of hegemony and the reproduction 
of socio-economic inequality” [Devalle 
1993:43]. Thus, Marxist approaches still 

leave ethnicity unexplained, or explained as 
a vague supersuuctural phenomenon serving 
rulingcla.ss interests... to keep the workforce 
divided and preclude the development of 
class consciousness [Devalle 1992:44]. 

In our understanding a political economy 
approach docs well in identifying the 
‘necessary conditions’ for ethnicity, but a 
mure sensitive socio-cultural analysis is 
needed todeal with the ‘sufficient conditions’ 
of the phenomena involved. This is not to 
deny that ethnicity and cla.ss generally do 
reinforce each other; for better, as when 
ethnic consciousness mobilises a group 
against its class disadvantages; or for worse, 
as when the multiple disadvantages of 
ethnicity and class add up to a “cumulative 
backwardness” [Galanler 1984:240] or 
“systemof cumulative incquulitics”[Cf Dahl 
1961:85-86]. 

For the location of ethnicity as process 
within the class structure is critical in 
distinguishing the two orientations of the . 
phenomena involved: 

1 Ethnicity can serveasanelemeni of support 
for the hegemony of the dominant classes 
and of the .state... In this case ethnic strategies 
confirm the state, its policies and the status 
quo of class domination. 

2 Ethnicity can also be a counter hegemonic 
force in instances where ethnic ascription 
and economic and political subordination 
correlate.. [Devalle 1992:16]. 

Defining Dimensions and 
Describing Ethnicity 

The “deflnational debate” on ethnic groups 
and ethnicity have yielded a “medley of 
meanings” that has served more to underline 
the ambiguities and flexibilities of the.se con¬ 
cepts than to bring any real consensus and 
clarity to the discussion [Phadnis 1990:13]. 

Hence at this point descriptions may be 
more useful than definitions. We can at 
least start with a general understanding 
from the International Encyclopaedia of 
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t^e Social Sciences; “an ethnic group is a 
distinct category of the population in a larger 
society whose culture is usually different 
from its own” [Morris 1968:167], Such a 
category remains a mere aggregate until the 
group members become interrelated through 
I interactions, i e “are bound to one another 
by formal, institutionalised rules and 
characteristic, informal behaviour” [Morris 
1968:168], 

Ethnicity then is the phenomenon of an 
ethnic group coming to self-awareness that 
enables it to affirm its identity and pursue 
itsint^ests. Thus “ethnicity is the summation 
of its impulses and motivations for power 
and recognition,,, the dnving force in the 
emergence of ethnic movements” [Phadnis 
1990:16], In other words, “ethnicity is to 
ethnic category what class consciousness is 
to class" [Brass 1991:19], 

In general three broad approaches to 
defining ethnic groups have been 
distinguished [Phadnis 1990:14; Brass 
1991:18], Listing objective charactenstics 
, in an attempt to specify a common sub- 
^ stanti VC core, often becomes arbitrary with 
much overlapping. Certainly there must 
be some content to ethnic identity, and 
objective markers do have an important 
though limited usefulness. However, this 
approach is rather static, it does not s|iecify 
how identities arc defined and boundaries 
maintained. The subjective approach on 
the other hand, docs '•veil to stre.ss group 
consciousness, hut it deals inadequately 
with other aspects, c g, in relating this 
self-awareness to the conditions in which 
it arises. 

Attempting to integrate these two 
approaches is a third one. Here 

It IS not the pre-eminence of the subjective 
I over the objective or vice versa but the 
linkage between the two, the compliinentariiy 
of one with the other that facilitates an 
understanding of the processes of evolution 
and growth of an ethnic group characterised 
by continuity, adaptation or change [Phadnis 
1990:14|. 

In such a syncrctistic or composite approach, 

an ethnic group is broadly defined as a social 
collectivity which possesses, and is aware 
of its distinctiveness by % irtue of certain 
shared historical experiences as well as 
certain objective attributes [Sharma 
1988:27], 

This approach is more comprehensive than 
the earlier two, but still leaves out the crucial 
element of other recognition, which ts critical 
to analysing enter-group relations. 

To our mind, then, three essential 
dimensions must be put togetherin describing 
an ethnic group and its ethnicity: 

(I) An objective foundation for its identity 
in the material history and existential 
group relations of that .swiety; 


(2) A subjective construction of this in an 
articulation and moti vation of common 
myths and rituals, symbols and values; 

(3) A contextual recognition by others of this 
group differentiation even if it he only 
to contest it. 

The first provides the objective basis for 
defining an ethnic category, the second makes 
for the subjective construction of an ethnic 
identity, the third situates the social context 
for inter-group relations. 

All three dimensions are closely 
interrelated though in concrete situations 
each may hhve a dillercnt pnonty. just as 
the proportion and manner of their mix in 
particular circumstances may vary. All this 
will very muchdependon thespecitic history 
and context of the group. 

From the perspective in which we have 
positioned ourselves earlier, what is 
crucial to our understanding of an ethnic 
community or “ethnic" [.Smith 1994:709] 
is not so much an identification of its 
substantive coie, but an understanding of 
the dynamics ol ethnicity as process: how 
it is founded, how it is constructed, how 
it interfaces with other aspects of society. 
It is these elements that must he integrated 
in any definition ol an ethnic group or a 
description ol ethnicity. 

Ethnic Identiiy and Social Dioniiy 

Identity is what answers thequestion. “w ho 
am I ?” Now an "imlivuliialiseJ identity, one 
that IS particul.ir to me, .and what I disciovet 
in my.sclf' [Taylor 1993:28) is formed in the 
intimate encounter with signilicant others. 
An ethnic identity, however, is socialised in 
a more public space There is ot course a 
relationship between the two m any ethnic, 
but the lirst is never a straight foiward 
projection of the laiici. With the collap.sc of 
stable hierarchies that once positioned people 
in relation to others, and the emphasis now 
on the es.scntial cqu.ility of all huinan.s, there 
isaconsequent levelling andadisoricntuiion, 
that makes both social identity and dignity 
problematic and vulnerable to easy 
manipulation. 

For, while dialogue is indeed a most 
fundamental condition of .social life, the terms 
and frames of relcrenie within which it must 
take place are dramatically changing. 
Inevitably then, thc.se who set the terms for 
the dialogue can dominate it to their own 
advantage. Hence the importance of “the 
politics of recognition” in shaping our 
identity.cspccially m amulti-cultural context 
[Tayhir 1992:2.S|. Moi cover, “nonrecognitioii 
or misrecognition can inflict harm, can he 
a form of oppressio.i, imprisoning someone 
in a false, distored, and reduced mcKle ol 
being’ [Taylor 1992J. This is precisely what 
prejudice is all about. Hence, when wc can 
speak of freedom from prejudice, wc c.m 
affirm more positively "a right, namely, that 


the conditions of our identity be respected” 
[Taylor 1993:48], 

In our understanding then, identity must 
provide us with “some master value or some 
allegiance or some community membership” 
[Taylor 1992:45) that constitutes “a horiaron 
of meaning by which to identify ouiselves” 
[Taylor 1992:52) and so live meaningfully 
and fully as human subjects. .Such a horizon 
when translated into the concictc context of 
a particulai group oi elliiiic will be lon- 
ditioncdhy time and space It will necessarily 
in vol ve “a process of inclusion and e xclusion 
of value and symbols defining ‘we’ and 
They’ Tis’ and 'others' "[.Shah 1994:1133). 
The boundaries thus dcliiied can be more or 
less permeable, they may overlap and cut 
across other borders or they may gel sharper 
and harder as they are policitised and 
contested, from without or within the ethnic. 

It should now be appaient how clo.sely 
related the realities of identity and dignity 
are, both at the individual and group level. 
The negation of one will inevitably mean the 
negation of the othei, the allirmation of one 
demandstheaHirmatto'ioftlicoihcr Dignity 
without identity is not Icasihlc, ideniity 
without dignity is not .icccpt.ible A positive 
identity is a necessary constituent ol one’s 
dignity, a sense ol one's sell- woiili and sell- 
respect Tlic/ecognition ol one’s dignity by 
others IS a ncccs.sary condition of a positive 
identity, since this is socially derived. And 
the same can be said ol a social gioup’s sense 
of collective dignity as well 

But there is a ciilical dificiencc between 
the two [Cl Taylor 1992.37) Thcaflimri- 
tion of equal dignity, which iiiiplies equal 
rights and Irecdoms loi .ill. is premised on 
the "politics ol univcisalism". It goes Isick 
to the beginnings ot modern democracy. On 
the oihei hand, the recogiiilion ot the 
uniqueness ol diverse identities is ha.sed of 
the “polities ol ditlerence” that is respectful 
of c'uilural rights. The first leads to sinuhirity 
and homogeneity which is the quest of the 
nalion-state T hcscconclacceptsparticiilarity 
and hoicrogenoiiy which is the a.spiialioii of 
a mulli-cidtural society. 

It IS possible for one to conir.'idici and 
displace the othci In actual lad this does 
happen. The. lust quest may c.inccl out the 
sccc.nd aspiiation. Theic is dicn a dilemma 
heic, but it wc concede a piioniy to the 
universallv human ovei the cdturally 
spccilu', then :i ionslructise iccoricilialion 
IS possible ITiis w'ouid mean that a 
homogenising imivcisalisin cannot he 
allowed lo be so absolhicas to iiegule cultural 
and ethnic diversities, but rather to respect 
andeven celebrate them. However, “the right 
to ciiltuic’’ cannot be unc;onditional either. 
For ciiliuiai rights cannot contradict more 
Inridaiiienta! human rights, rather they can 
only be icgitimate in the context of‘‘a culture 
ol rights” [Khargava 19911, 
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EtwAc ^res AND Social Class 

Given the complexities we have been 
striving to unravel, it should now be api^nt 
that ethnicity is a multifaceted and 
inteneiational social phenomenon. This 
allows many degrees of freedom in 
constructing an ethnic identity within a social 
context and underlines the crucial importance 
of an ethnic elite. Now, when this is done 
by the dominant groups in a society for 
subordinate ones, we might find an identity 
that is imposed on. and internalised by them, 
and which supports the status quo. IIhis, an 
official government census will ignore the 
processural elements involved in group 
formation, and freeze them into categories 
to suit its purpose. Eventually these became 
self-fulfilling prophecies. Thus, “in the end. 
taxonomies acquired the power of tmth” 
(Devalle 1992;27J. 

There are other kinds of recursive 
reinforcement of such imposed identities, 
and not all of these arc from official sources 
or agencies entcmal to the ethnie. Indeed; 
it is obvious that the dominant elites in a 
society have a vested interest m a ‘divide 
and rule' ptilicy even when it is not overtly 
endorsed. This only reproduces social 
divisions and inequalities. For 

in the hands of the state and the dominant 
classes, ethnicity serves as an element to 
reproduce systems of social relationships, 
to validate structures of inequality and to 
support policies of social control [Devalle 
I992;2.'t9]. 

Moreover, subordinate group elites niay 
become willing collaborators or unwilling 
pawns in this game and co-opt their 
communities to serve the prevailing 
hegemony. Such co-optation by elites is 
certainly nut exceptional and not confined 
to subordinate groups. Often enough it is ihc 
very competition between elites, whether 
within an ethnie or across them in society 
that precipitates a situation, wherein genuine 
concerns arc obfuscated and manipulated to 
be subservience to vested interests, not just 
in the ethnic community but in society at 
laige as well. 

However, where such elite interests are in 
abeyance, or at least not in contlicl with 
tho.se of their group, then such groups can 
mobilise a ‘culture of protest' to counter the 
‘culture of oppression’. “Ultra nationali.sm 
and community cxclusionism’' (ibid) apart, 
in such a counter-hegemonic movement, 
“ethnicity may provide the subaltern 
sectors with a strategy tocoifibat inequality 
and to cancel formsofdomination” [Devalle 
1992:240]. 

Given the interrelationships of ethnic 
groups and their elites, an acceptable 
approach tocthnicity cannot be reductionists 
ineithcrcco-political orsocio-cultural terms. 
It must be 'tclusive of both class 


consciousness and ethnic idenlity lit a mote 
comprehensive and integrative perspective. 
'That is why we have refrained from 
preoccupying ourselves with the substantive 
core of ethnicity, and emphasised its 
i nterrelatedness with other social phenomena 
in which it is contextualised and constructed. 

A viable analysis of the multiple inter- and 
intra-ethnic and elite conflicts and 
contradictions, must consider the class 
factor if it is to do justice, or indeed have 
any relevance to the complexities involved. 
Thus it 

must comprehend how an ethnic group 
articulates with the wider structure of social 
stfatification, and how the group in turn gets 
structured by these. For an ethnic group 
cannot be studied as an isolated, autonomous 
sub-system [Heredia 1994:131]. . 

For as with ethnicity, 

class consciousness develops out of the 
collectively experienced everyday reality. 
Fur those involved, class, more often than 
not, is not translated into abstract discourses. 
Class is lived as a process and ‘handled in 
cultural terms’ in many different ways 
[Devalle 1992:238]. 

Ethnicity then is one of the ways in which 
a class- in-itscif can become a cla.ss-for-itsclf. 
particularly where ethnic ascriptionand class 
stutusconespond. In unison these can provide 
a “strategic axis for mobilisation against 
inequality and domination" (Devalle 
1992:239]. 

Class Contradictions and 
Ethnic Conflicts 

However, where a big ethnic community 
IS stratified by class, or a large social class 
IS segmented in diverse ethnic groups, 
contradictions between ethnic identities and 
class interests can develop, that allow group 
consciousness to be manipulated in favour 
of vested interests. Thus a dominant cla.ss 
can divide and rule subordinate ones by 
playing up its diverse ethnic identity just as 
an elite within an ethnic community can co¬ 
opt its people to alien interests by appealing 
to their common identity. 

It is to the obvious advantage of an ethnic 
group with a dominant status in a society 
to support the status quo. Such groups 
generally have a positive group identity 
reinforced. An ethnic group with subordinate 
class status is more likely to have internalised 
a negative group identity so that it is both 
eco-poiitically subservient and socio¬ 
culturally di.sadvantagcd. The.sc ore what we 
would call ‘ethnic minorities’, taking the 
term ‘minority’ not as a demographic 
category but in the sense defined by the 
Inieniaiional Encyclopedia of the Social 
Sciences: 

a group of people, differentiated from others 
in the same society by race, nationality. 


retigiQnorliuiguagB,whathii&ori]ieiimves 
as a differentiated groiq;! and are thought of 
by others os a differentiate group with 
negative connotations. Further, they are 
relatively lacking in power and hence 
subjected to certain exclusions, 
discriminations and other differentiated 
treatment (Rose 1968:365]. ')| 

Majority-minority definitions are relative 
and changing, for they are more than a 
numbers games. They arc the result of a 
complex .set of interactions and construction 
[Phadnis 1990:20], Vertical and horizontal 
cleavages may developin acascading process 
of “minoritisation” in which new minorities 
are defined [Gupta 1995]. 

It should now be obvious that ethnic 
identities arc not monolithic organic wholes. 
Especially in a multi-cultural context there 
will be overlapping multiple identities and 
cross-cutting group boundaries. B ut as group 
identities get homogenised within groups, 
boundaries between them get sharpened and 
reinforced. This can make for easier internal 
mobilisation, which is to the advantage of 
internal group elites, who often will^ 
manipulate such situations to promote their 
interests. Generally these will organise to 
achievea“multi-symbol congruence” [Brass 
1991:50] to broaden and strengthen their 
appeal and so reduce dissent and disso:iance. 

What specific symbols and issues arc used 
to construct the group’s ethnicity will depend 
on the social context and circumstances of 
these elites. Thus, a religious elite will use 
religion, as the ulema have done with the 
Shariat fur Indian Muslims, just as a more 
secular elite will use non-religious symbols 
like language, as the Dravidian movement 
in the south has dune with Tamil. Or there 
may be a circulation of elites, as with Bengal, 
that was united by language at the turn of 
this century against the British, but later^ 
partitioned by religion as they left. 

We cannot of course ignore the potential 
for greater intra-group conflict, that such 
mobilisation and competition has, as one 
leadership may try to displace the other, and 
consequently the possibilities thiscreates for 
extremism and terror. And yet imposing a 
dominant homogeneity on a diversity of 
ethnicgroups.divesting them of their identity 
and distincti veness, al I too often precipitates 
the opposite. Indeed, it frequently has 
mobili.sed these groups into resistance and 
violent conflict against such dominance, even 
to the point of secession. 

A multi-ethnic society, then, will do well 
to encourage not only a cultural diversity 
between groups, but also multiple non¬ 
exclusive group memberships that network 
across groups and make borders more 
permeable. For in the final analysis ethnicity 
can be both mobilising and divisive. It can 
be used to unite a group against'! 
discrimination; or to di vide groups to exploit ] 
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them. We must be sensitive to the delicate 
distinction between ethnicity as a uniting 
‘myth’ andethnicity asadividing ‘ideology’. 

Only a careful consideration of the 
interrelated contexts, both politico-economic 
well as socio-cullural, can enhance the 
"positive potential of ethnicity in a multi¬ 
cultural society, without precipitating 
negali ve consequences in terms of intractable 
divisionsand violent conflict. Hopefullysuch 
an analysis will help to reconstruct a more 
positive ethnicity, one that is neither 
exclusivist nor defensive, but respectful of 
and open to the other, as parts of a whole, 
in which each contributes and receives to the 
mutual enrichment of each group, and the 
overall advantage of society. 

Devrlopmental Change and 
Ethno-Poutics 

The potential for conflict between ethnic 
groups becomes more acute in times of 
change, when social rclation.ships get 
destabilised and re-sorted, especially when 
l^ituch changes get skewed with intra-group 
disorientation and inter-group inequalities, 
they readily give rise to a sen.se of lost 
honour being displaced by present 
deprivation. In amodem society itis wellnigh 
wishful thinking to pretend that such 
sensibilities will not be politici.sed, more 
ea.sily so in democratic .societies, but, in our 
global village, eventually in nun-democratic 
ones as well. 

It is precisely this political potential of 
mass society that distinguishes ethnicity 
today from more traditional versions, where 
mter-group negotiation was mostly a matter 
between feudal elites, without much reference 
to subaltern interests and concerns. Indeed, 
ethnicity in general like its more specific 
Ipxpression in religious communalism, 

is thus nut a hangover from the past, |but] 
rather a modern ideology incorporating .some 
elements of the past ideologies, in.stitutions 
and historical background to form a much 
more complex ideological and political 
discourse [Pathy 1988:37], 

When such an ideology constructs a myth 
of ‘ethnic election’ [Smith 1994; 710], the 
‘manifest destiny’ of the community, then 
there can be little surprise that ethiio-politics 
almost inevitably becomes ethnocentric. 
Non-democratic politics are quite vulnerable 
to this as so much resistance and extremism 
in them does evidence. But this is especially 
soinademocratic polity whereethnicappeal 
plays on communal fears to yield rich 
dividends from the vote banks. 

' Electoral politics in such circumstances 
do but indicate the fault-lines in a society 
and so underscore the urgency for redressal. 
k^ut ethno-politics can also get trapped in a 
mcious circle of escalation, of social turmoil 
and state violence [Sheth 1992:429] that 
■nay make all responses short of complete 


successionortotal suppression unacceptable 
to the contestants. Yet even these solutions 
are problematic and unstable. 

For secession may be only the beginning 
of fissiparous tendencies that lead to further 
and further division becoming less and less 
viable [Smith 1994:728]. In south Asia the 
two-nation theory has already been 
reconstructed into a three-nation one, and all 
over the region there arc ethnic nationalities 
in quest of their own states. And so here as 
elsewhere, we have the paradox of a new 
internal colonialism in the newly liberated 
post-colonial states! 

Neither is suppression always a feasible 
alternative, when the underlying issues are 
not redressed. For it entails an enormous and 
inhuman toll, unusually at the cost of those 
least able to bear it. Moreover, when large 
and viable ethnic groups give up hope of 
acceptable accommodation within apolitical 
system, they will then perforce pursue other 
political alternatives without, like sece.ssion, 
sometimes to its success, sometimes to its 
destructi.on, most often tothe point of mutual 
exhaustion and collapse, only to come back 
to the originating point, where it ail started 
and begin a much belated comprumi.se. 

What is needed urgently, then is tocritique 
the developmental change that precipitates 
this ethno-politics. and later, the nationalist 
quest associated with it as well. This is 
hardly the place for an exhaustive debate on 
development or an extensive discussion on 
the ‘state’, but .some clarifications and 
comment from our defined perspective on 
ethnicity would seem to be pertinent. 

With development and modernisation, the 
expectation was that the underpinning 
conditions would be mitigated and ethnic 
strife itself, at least in its more violent 
expressions, would end. But the reality has 
proved otherwise (Surendra 1989:228], 
Racial and religious conflict still persists in 
the first woild, ethnic cleansing has erupted 
in the second, and communal violence is still 
widespread and endemic in the new states 
of the third world, panicuiarly in south Asia 
[Phadnis 1989:243]. Addressing ethnic 
conflict and contradictions will demand an 
analy sisof theunderly ing conditions in which 
these are grounded. To our mind we must 
seek some answers in the very model of 
development that the modernisation project 
has promoted, whether this has been in state- 
run socialism or in market-led capitalism. 

Thus, state interventions inevitably create 
new vulnerabilities and inequalities among 
groups (Rae 1979]. This sets them in 
competition and even confliet with each 
other, as they then strive to extend their 
influence on the state and over specific areas 
of government [Brass 1991:254]. Class ba.sed 
appeals alone often fail to contain the.se 
antagonists or mobilise them against 
dominant elites and their vested interests On 
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the other hand, market mechanisms 
precipitate anxieties and inequalities, that 
are not sel f-corrccting, and onccagai n redress 
is sought in group identity and security, 
which too often has proven to be more 
appealing than class based unity and action. 

'Thus, it would seem that the group 
competition for the control of government 
in state-planned development, and the 
individual's insecurity in the market based 
one, are both aspects of different development 
models that finally derive from a rationalist 
modernisation. For such a developmcntalism 
is premised on progress as growth and 
especially economic growth, that, in spite of 
whatever good intentions it may have started 
with, has eventually promoted development 
as homogenisation, as cconomism, as 
competition [Kothari 1989;34-.39]. 

However, in choosing “another 
development” wc need not reject the truly 
I iberati ng aspects of the modernist endeavour, - 
but subsume them into a more communitarian 
model, focused on the quality of life and the 
dignity of the person, lespcclful of ethnic 
identities and tolerant of cultural diversities, 
politically democratic and socially 
participative. Indeed with the cultural 
diversity, political complexity and ecological 
fragility inthejhird world, any other develop¬ 
ment is proving to be increasing non-viable 
in a ‘closing circle' of political, economic 
and ecological compulsions. But then again, 
in choosing "another development" wc would 
also need to chose “another politics". 

Nation-Making and STArE-BaEAKiNG 

Nationalism has certainly been one of the 
five mo.st powerful ideologies for mobilising 
people in the modern world [Ward 1959]. 
So gripping has this idea been in the freedom 
.struggle of the colonised peoples, that is it 
only more recently that the kind of politics 
it has precipitated is being critically assessed. 
For as long as it was a uniting force for the 
diverse groups and interests against their 
common enemy, it was vigorously promoted 
by the very urgency and compulsions of 
these independence movements. 

But once the colonial enemy had 
withdrawn, increasingly other more 
ambiguous and negative aspects become 
more evident, so that “the nationalism of 
these nation-states is found to be oppressive 
and paranoid" [Kothari 1989:17] by the sub¬ 
nationalisms within, as well as to the other 
nations without. For the very ideology that 
wascarlicrused to unite people in acommon 
cause, i s no w i mposed on subordi nate groups 
by dominant ones to assimilate them into 
their vested interests. Moreover, such itttemal 
aggression is all too often manipulatively 
justified by propagandising the danger of an 
external one. 

For nationalism, like the idea of progress, 
has its roots in the modernist Enlightenment. 
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Both wore useful to motivate and mobilise 
|)coplcs, and to create a collective identity 
and consciousness. But such homogcn.sation 
isnever really complete and often vigorously 
resisted. We have carl ter explained how this 
gives rise to the kind of ethno-politics so 
etideniic to these states, which is then lurther 
cxacerhalerl by the kindofdevclopmcntalism 
they have opted for. 

Now. when an ethnic group demands an 
autonomous political rccogntiion and formal 
cxpiession 

either within an existing slate or in a stale 
of Its own. It has hceomc a nationality or 
a nation...an clhnie eommunily juililiciscd 
w nil iceognised group rights in the potilieal 
system |Urass lhm-20| 

Thus, as an ethnie category becomes 
Conscious of Its ethnicity, it evolves into a 
cominuniiy. When this becomes politically 
articulate and organised, it develops into a 
nation, though not all such ethnic nations 
will iiuvc the own sovereign state. 

Hence, we must distinguish “ethme 
iiaiionaiism and .state-centred nationalism", 
though both involve a "process of identity 
lorniJlioir' Ihiough “mullisymbol 
congruence, . .whether those symbols arc 
ethnic attributes or loyally to a particular 
slate" I Bmss 19d I K.f |. This is how "imagined 
eomimimlies" become nations (Anderson 
IdStj through “the invention ol tradition.s" 
(llobsbawm 19X^1 Tlicre ate two processes 
at work here. 

one mvolvir.g 'nalion-niaking and nation- 
liuilding w’lihin the physical and political 
iii oidiintcs ol a colony oi .soveieign state, 
and the other involving state breaking, i c. 
alleiingot reuhgning the poluieo-letritori.'il 
Imse ol the Male loi achieving nationhood 
or si.-iiclKHid IPhadnis 1990-7.tJ 

'1 he |>!ohahilily for iiution-biiilding .spilling 
ovei into st.ite-hreaking should bo obvious. 
F-uilli.'i 

in intilii cinnie soeii-iie.s. one diseeins two 
simultaneous iiml ongoing processes of 
ii.iiion hiiildiiig (a)iheloimationofaninicr- 
clhnie eoniposite of a homogeneous 
pi-ison.ilily w'lih a secular outlook thiongli 
iho siiiie .ippai ai us and l h) the iranslormation 
of nil eliiiiK vi()u|> in a multi-eihnie sticiety 
to ,.11 elhiiK comiminity toanalion (Phudnis 
199(1 2,S) 

And oii^.'.ig am the potential lor contradiction 
here cannot be missed 
lloweset neillii'i elhn'i.ist nor stali.st 
iialionalisin gii.iiantee 'another politics’ or 
‘.iiioiliia developineni’ us we have urged 
c.nliei ()iiiheionit;irv, they lend tointensify 
tiic.s iine.poiiiieal !meso!eoi>l1icl,andcxtend 
till same , t .momislic models of 
de elopiiiciii IS.iih eai> lx- ehauvmistic and 
I.. .iitogeinsi'i;- ,11 liieii respe.clive levels of 
ii.it on ;.iui .si.it N.'iiher ..s.suie distributive 
liisuec I'l Cl iil(v ical subsiainabilily. Hence, 


we argue that neither suppressive statism nor 
secessionist ethnicity by themselves address 
the real issues underlying ethnic integration 
and accommodation in a plural society. 

For in a multi-ethnic state, at a more 
fundamental level, the issues are concerned 
with the affirmation of group identity and 
personal dignity, with the recognition of 
ethnic diversity and culture rights, with the 
pursuit of social equality and community 
participation. The.se are the issues that must 
be addressed and resolved in a viable 
consensus that sets a framework for the 
discourse and negotiation between groups 
and thcirclitcs. Otherwise ethnic and national 
identity may he constructed in contradiction 
and ethnicity and nationalism trapped in 
conflict. 

Nationalist Idloloov and Ethnic Myth 

Here too, us with ethnicity, wc must make 
a decisive distinction between the dual 
characteristics of nationalism. For 
'nationalism' signifies both an ideological 
doctrine and a wider symbolic universe and 
tund ol sentiments" (Smith 1994:725). The 
ideology claims the sole source of polilical 
power for the nation and the ultimate loyalty 
of Its citizens, preferably in their own 
sov ercign nation-state. The wider ‘culture of 
nationalism’ is concerned with transcending 
narrower group loyalties lor ihe “ideals of 
autonomy, unity and identity" (Smith 1994| 
i n u larger mure free, egalitarian and fraternal 
whole. 

There is an inherent conflict here between 
an assimilating national ideology and a 
resistant ethnic consciousness. Rut in a wider 
Weltanschauung of nationalism there need 
be no contradiction between the national 
mythology and the ethnic “ ‘mythomoteur’, 
the constitutive political myth of an ethnic” 
(Smith 1994:716). They both can be 
reconciled in a larger whole, constituting a 
unity in diversity. Wc believe such a pluralist 
culture ol nationalism will allow fora multi¬ 
ethnic nation in a multi-nation .state. 

If "empirically it would appear that the 
dunces of survival of pulycihnic nations are 
poor” (Smith 1994:723] this is because we 
do nui as yet have an appropri-aic political 
model I'orit. rather than the ideal itself being 
unworkable. For even while nation-slates 
arc prcdoniinani on the global scene there 
is a marked movement to federations in 
larger more diverse unions. What we need 
is a federalism that will work within the slate, 
even as there is a quest for confederations 
between them. Here the principle of 
‘subsidiarity’ can be put to work, with its 
iwo-diiTiensions of devolution of authority 
downwards and an integration of power 
upwards. 

To our thinking, neither the adversarial 
model of conventional liberal politics, nor 
the recently proposed ‘con.sociational’ one 


of elite negotiation and consensus [Ujpliart 
1977;2S] seem adequate to this venture. These 
are both western models premised on a 
pragmatism born of their particular history. 
We need to break out of such textbook 
models, and imagine and construct our own, 
premised on the crucial distinction bctweeri*t 
the state and society so important for most 
non-westem civilisations. 

In Ihe Gandhian view the more minimalist 
a state and the less dependent a society was 
on it, the greater the space for democratic 
participation and national integration for a 
unity in diversity [Jain 1989], For Gandhi 
the state was basically an instrument of 
violence in a concentrated and organised 
form, [Ramamurthi 1986:136] and hence 
rather than the capturing of state power by 
a few, his endeavour was to generate people 
power for the many. This decentralisation 
and mass mobilisation forms the basis of the 
Gandhian concept of a moral polity and the 
non-violent stale (Rao 1986:147] 

The basis for this would be the older 
civilisational order in which the state did not, 
order society, rather it is the order of society 
that the state maintained. For, 

the state was under the command of the 
scx'iety and not theother way around. Indeed, 
several political orders survived and 
competed with one another i n these .societies, 
in the past. But they were all subject to a 
larger civilisational order in which 
governance was not defined as a monopoly 
of the state [Shelb 1989:625]. 

It is possible then, in this indigenous model, 
to consider 

the state not as an instrumentof an ethnically 
defined nation, hut a political entity 
functioning under the control of a civil 
society It will be a state for and on the behalf 
of civil society: in brief a civil state and not ^ 
a nation-stale (Sheth 1989:626]. 

Tagore's patriotism, like Gandhi's, was a 
rejection of a narrow nationalist agenda, 
even as it was anti-imperialist and non- 
militaristic. He rcru.sed a primacy to polities, 
but sought rather to reconcile the 
contradictions and conflicts of his country 
in a higher cultural order, just as Gandhi did 
on the more basic little traditions of his 
peoples [Nandy 1994:2], For both 

in this ideology of patriotism rather than of 
nationalism, there was a built-in critique of 
nationalism and refusal to recognise the 
nation-state as the organising principle of 
the Indian civilisation and as the last word 
in the'couniry’spolitical life (Nandy 1994:3]. 

For both, again, 

overtime, the Indian freedom, movement 
ceased learned to be an expression of only 
nationalist consolidation; it came to acquire 
a new stature as a symbol of the universal ■ 
struggle for polilical justice and cultural 
dignity (Nandy 1994:2-3], 


lOil 


Economic wd Polilical Wepkiy May 10, 1997 



For both finally, such a worldview was 

the ultimate ci vilisational ambition of India; 
to be the cultural epitome of the world and 
convert all passionate self-other debates into 
self-seif debates [Nandy 1994:82]. 

*ln other words, to convert divisive debates 
into integrating dialogues, to transform 
exclusive identities into inclusive ones, to 
change hostile controversy into empathetic 
consensus. 

Perhaps there will be enough pre- 
nationalists in our traditional society, which 
still lives, and post-nationalists in our post¬ 
modern world, that is already coming to be, 
together to form an alliance against the 
aggressive nationalisms and ethnocentric 
fundamentalisms that arc sweeping across 
this subcontinent, and with it sweeping away 
much that was most precious in this 
civilisation into the dustbin of history. 

The project then in a multi-ethnic society 
would be not nation-building or state¬ 
breaking, but building a civil .society to 
Mneorporate the slate within a larger 
civilisational matrix of coexistence and co¬ 
operation among interlocking groups. Such 
a civil state will defuse the conflicts and 
contradiction between ethnicity and 
nationalism, and reconstruct them in mure 
constructive and creative ways. Only this 
will be able to resolve the conflict between 
excluiiive ethnic divisions and homogenis¬ 
ing national identities, in a richer diversity 
of civilisation, deeper unity of civic 
humanism. Truly then the figgressive 
political nation-state will have withered 
away! Only then will a multi-nation station 
constrained in a multi-cultural .society be 
feasible. 

Indeed, the experience in constructing the 
I reverse, a unitary nation-state out of a multi¬ 
ethnic society, has taken an awesome human 
cost in suppression, when it has not tailed 
in secession. However, given their 
predominance today 

for the foreseeable future, political and social 
life must continue to function within the 
framework of the nation-stale and the 
nationalisms that uphold and challenge that 
order [Smith 1994:728) 

Conclusion 

Given a plurality of discourses, ethnicity 
is problematiscd as a dynamic piocess in 
which a group prrxiuces and reproduces itself 
in the content of its material history. An eco- 
political approach does well in identifying 
the necessary conditions in this, but it must 
be extended to integrate a socio-cultural one 
to deal with the sufficient conditions of its 
development. Moreover, it is important to 
distinguish between a hegemonic and a 
counter-hegemonic ethnicity by locating 
ethnic divisions within the cla.ss structure of 
3 society. 


In describing ethnicity, three dimensions 
have been defined; objective, subjective and 
contextual, as critical to undostanding the 
constructionofits identity and the recognition 
of its dignity. The intimate relationship 
between these must be considered in the 
context of the politics of universalism that 
privileges equal dignity, and the politics of 
difference on which unique identities arc 
premised. 

The complexities of this political dialectic 
allows for imposed identities and group 
manipulation: from within, as dominant elites 
co-opt subordinate ones and in turn co-opt 
their groups; and from without, as ruling 
classes divide and rule. Ethnicity, thus, is 
both mobilising and divisive, resulting in 
intra- and inter-group conflicts and 
contradictions. This is only accelerated as 
developmental change, whether stale- 
planned or market-led, precipitates an ethno- 
politics that becomes ethnocentric. Hence a 
new model for another development is 
needed. 

Moreover, when an ethnic group becomes 
an ethnic commimiiy, which in turn develops 
into ail ethnic nation and demands its own 
nation-state, two nationalism can be 
distinguished;ethnicist and statist. But neither 
oft hc.se guarantee an adequate political model 
to address the fundamental issues involved; 
is.sues of social pluralism and distributive 
justice, of group identity and personal dignity, 
of ethnic diversity and cultural rights, of 
economic equality and political participation. 
Hence beyond the nation-state, a civilistate 
embedded in aci vilisational order is required. 
TTiis will make po.ssible a multi-nation state 
in a multi-cultural .society. 

It would seem that the analysis presented 
is rather tortuous and convoluted, and the 
concepts somewhat flabby and flexible. But 
complicated realities needs a corresponding 
complex discourse to capture the richne.ss 
of connotation and nuances involved. It is 
not pretended that the issues raised here arc 
all definitively rc.solved, but only that they 
havebeen addressed within frame of rctcrencc 
that has yielded sonic insight and can be 
explored further. 
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Understanding Exchange Relations in 
Indian Agriculture 

Surinder S Jodhka 

Rural Indian Social Relations: A Study of Southern Andhra Pradesh by Wendy 
Olson; Oxford University Press, Delhi, 1996; Rs 595. 


THE rhetoric of globa]i.sation and the process 
of liberali.sation of Indian economy has. apart 
from other things, scnously undermined the 
earlier agenda of development. This has also 
changed the research priorities in Indian 
academics. The study of agrarian social 
structure and change that had been among 
the most popular concerns among scholars 
working on India suddenly seems to have 
gone out of fashion. Interestingly, this has 
happened without any significant change in 
the structure of the Indian economy. Nearly 
two-thirds of the country’s population .still 
depends directly on the agricultural sector. 
The prevailing structures of agrarian relations 
still determine the li ves and fates of a majority 
of its people. 

It is in this context that Wendy Olson’s 
book. Rural Intlim Social Relations: A Study 
of Soul hern Andhra Pradesh assumes special 
significance. Based on intensive field work 
in two villages of the Rayalaseenia region 
of Andhra Pradesh. Olson attempts to 
examine the nature of exchange relations 
that the actors in the agrarian society of her 
study region enter into and the implications 
that these relations have for them. More 
specifically, she tries to look at "the process 
of exploitation" that takes place through 
exchange relations in the agrarian markets. 
She makes a conceptual distinction between 
‘‘direct exploitation of workers by owners 
in the sphere ofproduclion’’ and the “indirect 
exploitation” that takes place in the sphere 
of exchange. Understanding markets, Olson 
argues, has acquired an added significance 
in light of the fact that markets arc increasingly 
being seen “...in isolation and in theabstract, 
as both the source and the solution of the 
developing world’s problems" (p 23). 

Markets, whether agrarian or others, 
function as .social institutions where the 
sellers and buyers do not interact merely as 
anonymous individuals but us members of 
specific social groups and categories. They 
participate in markets with certain privileges 
and disabilities. These social contexts 
determine the status of a particular participant 
vis-a vis the ‘other party’ in an exchange 
relationship However, though the relations 
of exchange indeed are social relationships, 
these questions in India were raised not by 
sociologi.sis or social anthropologists but by 


economi.sts. It was during the 1970s and 
1980s that scholars such as Krishna 
BharaJwaJ and Amit Bhaduri raised and 
conceptualised these questions in the Indian 
context. And it is in this tradition that Olson 
locates her study of agrarian markets in the 
southern Andhra Pradesh. 

Following Bhaduri, she asked whether the 
economic compulsions of the small culti¬ 
vators compelled them to sell their crops 
immediately after harvesting when the prices 
were at their lowest despite the fact that it 
would be advantageous to store the crop for 
consumption latcrin the year. It could happen 
when a peasant was forced to .sell his crop 
in order to clear a standing loan with a 
moneylender or a landlord. The crop in such 
a scenario would invariably be sold to the 
landlord/moncylendcr the peasant had 
borrowed money from. And the peasant had 
to once again borrow or buy low quality food 
at a higher price later in the year and thus 
remained trapped in a cycle of debt and 
dependency forever where the peasants were 
perpetually exploited through the network 
of exchange relations and usury. 'This pheno¬ 
menon was conceptuali.scd as ‘forced com¬ 
mercialisation’ and 'the interlocking of 
markets’ in the classical literature on agrarian 
structure in the backward regions of the 
Indian countryside. 

However, despite a rich theoretical tradition 
on the subject, Olson contends, the empirical 
studies on agrarian change and on the 
agricultural markets in India have said little 
about the phenomenon of distress sales and 
the prevailing structures of informal credit 
relations in the Indian countryside. 

I n the 1 ntroductory chapter of her book she 
also provides a comprehensive review of the 
writings on the subject and the different 
approaches to the study of agrarian markets. 
More spciftcally she examines the neo¬ 
classical perspective on markets and other 
theori‘’s about the peasants’ involvement in 
markets as well as the comparable empirical 
studies from other developing countries. 
Though she is critical of the manner in 
which the neo-classical economists approach 
markets and her research questions 
undoubtedly seem to emanate from a 
Marxist position, she does not see the two 
perspectives as mutually incompatible. 


‘There are large areas of overlap and 
complementarity between the two sets of 
theories” (p 41). 

For the obvious reason, her focus was on '< 
the small cultivators since it is they who are 
likely toexperiencedistress sale and usurious 
indebtedness. She mainly deals with two sets 
of questions. First, the marketing of paddy 
and groundnut crops, and second, the credit 
markets and network of social relations that 
different categories of people enter into 
through credit. 

The structure of her book is quite a 
straightforward one. After introducing the 
problem, she provides a background to the 
Fieldwork in the second chapter. The third 
and the fourth chapters give account of the 
paddy/rice and groundnut markets respec¬ 
tively. She also looks at these markets in 
relation to the food policy of the state of 
Andhra Pradesh. The next twochapters focus 
on the questions related to credit markers. 
While much of the discussion on crop market 
centres around the conventional questions 
that the mainstream economists deal with, 
the chapters on the credit markets focus more 
on the relational aspects. She supplements 
economics with an ethnography of the credit 
networks. As has been found by many studies 
before, the institutional loan schemes, even 
when designed for the small cultivators, 
invariably benefited the large landowners 
and wealthy merchants much more. They 
had access to much larger supplies of bank 
credit because they had much more collateral 
than the smaller farmers had. It is not just 
the collateral that made the difference, the 
larger farmers also had access to the bank 
bureaucracy. It is through the rich farmers 
that the bank officers carry out banking in < 
the village. 

The central argument of her study can be 
summarised rather easily. The new agri¬ 
cultural technology had made it possible for 
all categories of cultivators to switch to' a 
double cropping system. Farmers of all 
hold! ng sizes produced a cash crop of ground¬ 
nut along with paddy as a food crop. Olson 
found no ‘distress sale’ of paddy. The poor 
farmers did not feel compelled lo sell the 
crop immediately after harvest. They stored 
enough of it for their consumption and did 
not need to repurchase it later during the year 
at a higher price. ‘The particular forced 
commercialisation process found by Bhaduri 
in West Bengal in the 1960s and early 1970s 
could not be said to exist in the study area 
in the late 1980s’'. It did not occur even 
during the year of 1986-87 when the region 
experienced a severe drought. 

However, in case of groundnut, the 
situation was quite different. The smaller 
cultivators disposed of their crop almost 
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immediately afterit was harvested. Itiey did 
so not out of a rational choice or in order 
to maximise their benefits, but because they 
needed cash to clear their outstanding in¬ 
formal debts. However, despite the presence 
of an element of compulsion in the groundnut 
marketing, Olson Uoe.s not describe it as a 
case of 'distress sale’ or ‘compulsive market 
participation’. She does so because groundnut 
is not a food crop and the cultivators needed 
to store it not because they needed it for 
consumption, but for an additional income 
or profit that storing would have given 
them. And therefore she describes this as 
‘involuntary sales' through which the small 
cultivators were 'indirectly exploited’ by the 
traders. 

The ‘involuntary sales’ were a direct 
consequence of the indebtedness of .smaller 
cultivators to the traders. However, here 
againshe differs from theconvcntional notion 
of debt dependencies put forward by scholars 
likeBbaduri.Exploitalion,Olsonunderlincs, 
did occur through credit relations but without 
usury. Though in past, moneylenders charged 
interest up to 5 per cent per month, the 
economic changes and growing com¬ 
mercialisation of agriculture had alsochanged 
the nature of iheir attitude towards the 
cultivators. A Lso moneylenders and landlords 
weretwodisiinctclasscsin her study villages 
and the landlords were not involved in 
moncylcnding in the same way as the pro¬ 
fessional moneylenders were. The pro¬ 
fessional moneylenders were mainly the 
traders and their main interest had shifted 
from usury to commerce. With ihc growing 
commercialisation of agriculture many more 
traders had come into the business. This 
increased the volume of credit available in 
the informal credit market and brought the 
interest rates down. The rates of interest in 
the informal credit market had come down 
from 5 percent to 2 per cent per month. They 
lent in order to clientciise the cultivating 
farmers and not for usury. Tltrough clientc- 
lisation, merchants made sure that the 
cultivating farmers sold their cash crop 
immediately after the harvest and they (the 
merchants) could purchase large quantities 
of groundnut for a later sale at a profit. 

The merchants could create this kind of 
clientage because of the obvious fact that the 
small cultivators could not generate enough 
surplus required for financing the crop or 
even for their consumption requirements. 
Their dependence on traders also shows that 
institutional credit had failed to become a 
viable alternative for them. 

However, as mentioned above, merchants 
operated mainly with a commercial interest 
in mind. The source of their strength was 
the economic power they commanded over 
the small cultivators and they could exploit 
them 'indirectly' mainly by making sure that 
the farmers brought the groundnut to the 


market for sale. The indebtedness of small 
cultivators not only did not lead to their 
alienation from their lands but also the 
merchants consciously avoided foreclosures 
even when they had an opportunity to do 
so. This happened also because of the 
increased competition among the merchants 
to clientciise the farmers. “(NJo single 
merchant in the study area had a complete 
grip on his clients, or was a strict monopolist 
or monopsoni.st. The threat of competition 
therefore helped...farmers to insist on 
relatively less exploitative and coercive terms 
from their lenders” (p 257). 

Thus despite growing commercialisation 
of agriculiur.'il pi eduction and indebtedness, 
there was little evidence to suggest a trend 
towards adifforentiation of the pea.santry in 
the region. Olson goes to the extent of argui ng 
that ‘commercial capital' played a crucial 
role in inhibiting this process and helping 
the small cultivator to survive. Thus, while 
agrarian changes during the post- 
independence period did lead to a signi ficant 
growth in income inequalities, this polari¬ 
sation. however, was being experienced 
without an incrca.scd polarisation of land- 
holdings among the cultivators of southern 
Andhra Pradesh. 

The structure ol credit markets was quite 
complex. Different categories of people had 
different sets of credit needs and needed 
credit at dilferent times of the year. Their 
sources also varied. The landless borrowed 
most during the hut .season when their wage 
incomes were low The cultivators needed 
to borrow more during the growing season 
while the mcrciiams borrowed at harvest 
time. Apart from the traders and banks, people 
also borrowed I rom and lent to their rclaii ves 
and friends. 

Though she found an interconnection 
between different markets in her study area, 
these were very dilferent from the ones 
conceptualised by Rhaduii. When the 
workers borrowed from an employer, it “gave 
the employer prionty over the workers’ ti me 
duringpeak labour-demand periods” (p 2.'<2). 
However, more important for hci is ilic 
finding that “tlic tied transactions were nut 
necessarily morcexploitative than the untied 
transactions” and neither did the linked 
contracts improve the operation of markets 
a.s believed by many nco-elassical economists 
(P 234). 

Despite many new findings and the 
interesting data that she offers to support her 
arguments, Oison’s treatment of agrarian 
markets and the emerging network of 
exchange .relations remains centred around 
the questions that have been popular among 
professional economists. She would have 
done better justice to the title of her book 
had she also dealt with more sociological 
questions such as the role that caste and 
gender play in structuring the agrarian 


markets and how these markets interpenetrate 
with the local power relations and ideologies 
that corresponded with the prevailing 
structures. 
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Development with Equity 

C T Kurien 

Paradignus of Economic Development by Arun Ghosh; Indian Institute of 
Advanced Study, Shimla, 1996; pp 128, Rs 180. 


THE wave of ‘economic rcform.s’ i n different 
parts of the world, including India, in the 
late 1980.S and the 1990s, questioning the 
role of the state in the realm of the economy 
and providing a pri vileged role fur the market 
has led to a re-examination of development 
policies and their theoretical underpinnings. 
Arun Ghosh’s monograph is a contribution 
tothiscmergingcritiquc of economic policies 
and theories, it is (as stated in the Preface) 
an amended, rearranged and expanded 
version of three lectures delivered by the 
author at the Indian institute of Advanced 
Study at Shimla during May 1993. Readers 
of the Ectmomu- and Political Weekly do not 
have to be reminded that Gho.sh has been 
one ol the most outspoken critics of the 
Indian economic reforms launched in 1991. 
Those who are familiar with Ins Planning 
in India: The Challenge for the Nineties 
(1992) and India in Transition: Economic 
Policy Oinions (1993) will know that his 
opposition has been not to economic reforms 
as such, but to an economic policy which 
leaves the development of a country of mass 
poverty largely to the forces of the market 
coming under the domination of capital, 
both Indian and foreign. 

The monograph under review deals with 
the same theme. The difference here is that 
Ghosh tries to present his views in a theo¬ 
retical context. The first seven chapters of 
the work (of uneven lengths and treatments) 
review the theoretical literature that has a 
bearing on development, initially viewed as 
economic growth. The writings of the 
classicists.-thc inarginalists, (he Austrians, 
of Keynes and Kalecki and the post-war 
neolihcrals arc dealt with. This, probably, 
was necessary background material forthosc 
who listened to the lectures, many of whom 
may not have been familiar with the literature. 
In the monograph its usefulness is as a quick 
refresher. Chapters eight and nine deal 
respectively with aspects of mtxlcrn capita¬ 
lism and a comparative assessment of the 
post-war development experiences of South 
Korea, Taiwan, China and India. Thc.se 
chapters probably constituted the second 
lecture and provide, again, a quick summary 
of the manner in which development actually 
took place. The intercountry comparison 
shows (hat in South Korea. Taiwan and 
China asset redistribution (especially distri¬ 
bution of land to the tillers) preceded all 
other development efforts and that when 
their economics were opened up to external 
forces, it was done through effective 


supervision and guidance of the state. If the 
market performed miracles in these eco¬ 
nomies, the magician was undoubtedly the 
state. 

The final chapter, ‘Framework for a 
Development Strategy for India’. is the main 
contribution of the monograph. The frame¬ 
work is a modified version of the Kaleckian 
approach to development where a just 
distribution of national income was seen as 
a precondition, and not as a fallout, of 
development, which goes contrary to the oft- 
repeated cliche that (he cake must grow 
larger so that everyone can have more. It also 
challenges the doctrineof the powerful body 
of ncolibcrals for whom establishing the 
supremacy of the market, ensuring the regime 
of competition and setting the prices right 
constitute the agenda for development. 
Ghosh’s agenda for development, cogently 
argued in the concluding chapter and ably 


summarised on p 112 includes: "(a) a focus 
on decentralised decision making for what 
may be described as ‘local, watershed area 
development planning’; (b) the mobilisation 
of idle (or unemployed) labour for capital 
formation..., again, utilised by local com¬ 
munities empowered to do so; (c) a state- 
funded thrust for the development of both 
the .social and the economic infrastructure 
and a few key universal intermediates; 
(d) a new institutional framework for the 
runningof publicenterprises/public services; 
and (e) an overall macroeconomic balance 
in the economy so that development - as also 
the spread of ‘knowledge’ and of skills within 
the country - can take place in a non¬ 
inflationary manner. The basic framework, 
therefore, has to be a combination of 
Kaleckian economics and Chinese ‘mobili¬ 
sation’ (through decentralisation), all within 
an Indian ethos, and a movement for 
democratisation of Indian society”. This may 
appear to be a tall order beyond the confines 
of economics. Yes, indeed. But, then, so is 
development. India has an excellent oppor¬ 
tunity to evolve an alternate paradigm of 
development and for those who care to strive 
for it Ghosh has presented something of a 
vision. 


TRAINERS REQUIRED 

A Bangalore-based NGO working for the empowerment of women 
through legal awareness needs trainers. We work largely with rural 
women and also train NGO activists. Experience in NGOs/people's 
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frequently to rural areas, competence in Kannada and English, clear 
understanding of social issues and ability to work in a team are the 
expectations. 
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desirable. 

We offer a challenging work environment and opportunities for 
personal growth. 
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32 'E' Road, 4th 'T' Block, Jayanagar, 
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SPECIAL ARTICLES 1 


Enforcing Cultural Codes 

Gender and Violence in Northern India 

Prem Chowdhry 

Inter-caste and intra-caste marriages which infringe cultural norms and customary practices invariably lead 
to direct violence perpetrated by the male family members on the couple generally and on the girl specially. 
The author's analysis of this widespread phenomenon in rural north India throws up aspects of caste, class and 
gender which have a crucial interconnection. 


Most faintly related crimes like dowry, 
bride burning, rape and incest arc well 
recognised crimes. They arc given enormous 
publicity and draw social and academic 
interest, attention and condemnation. One 
crime which continues to go neglected and 
underreported relates to the inter-caste and 
intra-caste marriages which infringe cultural 
norms and customary practices. Thc.se are 
not infrequently nin-away marriages and 
elopements. Perceived as common 
occurrences these have shown a tendency to 
escalate over the years. Most of them lead 
to direct violence perpetrated by the male 
family members on the couple generally and 
on the girl especially. Although they arc 
decisively regarded as family or private 
matters, which remain hu.shcd up and 
confidential affairs, some of them spill over 
into the wider community domain, it is in 
this sphere that they have attracted media 
attention. 

The following analysis of this widespread 
phenomenon in rural north India throws up 
as(tects of caste, cla.ss and gender which have 
a crucial inter-connection.' One of its most 
visible m.'mifestaiions is in the greater 
emphasis on the enforcement of caste and 
kinship codes. As marriage provides the 
stnictural link up between kinship andcastc, 
a closer surveillance is accorded to the marital 
alliances. Kinship linkages provided by 
marriage, and relations established through 
marriage, give a caste group its strength, 
recognition and leverage in wider society 
and polity. Any breach in these caste linkages 
brings down the status of not only the 
immediate family but also the clan and finally 
the entire caste group. This factor was and 
remains a most potent consideration behind 
the enforcement of strict caste and sexual 
codes. 

At the centre of these codes stands the 
female, control of whose sexuality and 
bestowal of this sexuality in marriage is 
crucial to patriarchal forces and thei r concern 
with caste purity, caste status, power and 
hierarchy. Those who infringe caste and 
kinship norms in marriage are dealt with 


extreme violence. Although emphasis placed 
upon caste/gcndcr/sexual codes by upper 
caste and lower caste groups differs, any 
infringement of the prescribed codes 
commonly evokes a violent rcspon.se. 

A challenge to these codes has rciiuatcdly 
come both from within the caste and outside. 
The process ol dcmocratisation and opening 
of economic opportunities, has altered the 
power dynamics making for a complexity 
of relationshipbetwccn membersof different 
caste groups as well as between members 
within a caste group. In the former the 
growing re.scntment and assertiveness of the 
subordinate lower castes and classes not 
infrequently has resulted in inter-caste 
liaisons which infringe the uppercaste norms 
and sexual code.s. In the latter, the young 
members are challenging the caste/kinship 
ideology upheld by the caste leadership of 
senior male mcmiiers by breaching sexual 
codes and taboos, defying demands of status 
and hypergamy or village exogamy and 
discarding notions ot honour. In the lace ot 
these challenges emanating mostly from the 
niral periphery and.scmi-urb-in-linked .social 
groups, closely aligned with the nature of 
urbanisation which this region has undergone, 
the earlier areas of flexibility show 
constriction. 

In a situation which is socially and legally 
drastically changed, such infringements arc 
sought to be controlled by invoking claims 
of tradition, culture and hotiourand enforced 
through the use of power, whether that of 
ca.stc, class, gender, or seniurity and finally 
violence. Tlie more vocal opposition and 
violence is traceable to those social groups 
which stand to benefit most by bolstering 
these cultural ideas. A great deal of this 
reaction canbetraced to thcin.scciirity created 
in property matters which has iiicrea.sed due 
to the legal enablement of a family, specially 
a daughter, to inherit property. This 
intersection between caste and class has 
generated anxieties which have reinforced 
certain concerns voiced in terms of tradition 
and caste codes. In fact, the emerging 
upwardly mobile groups under new socio¬ 


economic opportunities, education and 
apparent modernisation show a fractured 
response to these codes. .Some show defiance, 
yet others lead in upholding caste /community . 
norms and practices. Both the.se responses 
result in furthering caste solidarities a.s well 
as caste hostilities, with one feeding the . 
other. 

However, a successfully forged alliance ■ 
between cultural codes, honourand violence | 
justifies such violence and makes fur the p 
complicity of most people cutting across 
social, gender and age divide. Yet others 
may bcVocrced by the collective pressure 
of the community exercised through Ihecaste 
and village panchayat which standsoverand 
above the family dictates. This pressure is 
aided and abetted by individuals manning > 
the st.'ite agencies who extend support to the t 
gender and caste codes as upheld by the j 
caste/coininunity leadership. Their joint 
patriarchal surveillance allows the ^ 
perpetrators of violence to go scot free. This ^ 
pnitern sets in motion a chain of ideological 
belief and practices validating the action, , 
reinforcing the cultural codes and making , 
its infringement less acceptable, more 
difficult and leads to violent reaction. 

I 

Some Cases of Vioienre 

.Some ol the most talked about cases are 
concentrated in rural north India and belong 
to western Uttar Pradesh, Haryana and the 
lural bell of the national capital.- Perhaps 
the most shocking of the lot is the Mehrana 
murder ca.se of March 1991.’ Ro.shni, a jat 
girl ol villiige Mehrana in western UP. ran 
away with Brijendra, a low caste jatav boy, 
assisted by his friend. All the three were 
caught, 'fhe jut panchayat sat in judgment 
on them. U ndcr its decree, they were tortured 
the whole night, hanged in the morning and 
then set on fire, two of them still alive. The 
entire village was witness to this savage and 
brutal murder. 

A month later in April 1991, in village 
Khedakul of Narcia (north Delhi), Puonam, 


Economic and Politictd Weekly May 10, 1997 


1019 



a jat gid, was shot dead by heruncte in broad 
day light for having an ‘illicit relationship’ 
with another jat boy of the same village.* 
Again, several villagers were witness to this 
crime. The father and the uncle declared it 
] a “heinous crime”, and death as its only 
punishment. “Her action had soiled our 
honour, our pride,” the father reportedly told 
' the police.In August 1993, in village 
I Khandravali in Muzzafarnagar district. 
{ western UP. a low caste girl Sarita, having 
, ntade a runaway match, was axed to death 
, along with her husband Satish.-' Satish 
I belonged to her own caste group but hailed 
I from an adjacent sister village* and was also 
very distantly related to her. The families of 
I both the victims were bricklayers. It was at 
I abrickkilninHaiyanathai they grew intimate 
and finally eloped. All attempts to trace them 
failed. However when they allegedly 
returned, on their own volition five months 
after the elopement, they were beheaded in 
the village chaupal by the girl’s uncle. Their 
“grave social violation” was compounded 
by their returning to the village, where 
according to the local opinion, they “dared 
to flaunt" their"disdain,forthes(x:ial norms”. 
The crime was witnessed by the whole village. 
'This was the third elopement in the village 
among its low caste community. Nothing is 
known of the other couples. The village 
elders were concerned about protecting the 
‘izzat’ (honour) of the village. This brutal 
hacking was to be a “lesson to others”, said 
pm Pal, the sarpanch (headman) of the 
village. In this episode the girl was blamed 
by the villagers for “luring” the youth. The 
grandmotherof Sarita openly declared: “Our 
name is mud. Can I look anyone in the eye 
now”. 

In March 1994 in village Nayagaon in 
Haryana, Asha was hacked to death and so 
was her lover Manoj by her kin.^ Asha be¬ 
longed to the numerically and economically 
strong saini caste in the village. The Sainis 
are locally considered a higher caste in 
relation to the ahirs - a caste group to which 
Manoj belonged. The boy was declared to 
be an "upstart” by the sainis. According to 
the local accounts Asha openly asserted her 
right tochoose her life partner. She reportedly 
told her family members not to interfere. 

In June 1994 in village Hendigara in district 
Hazaribagh, Mahavir Prasad, a low caste 
youth was lynched for marrying Malati, a 
icurmi girl who was stripped by herown caste 
men and beaten publicly." The villagers 
confided to the press reporters that Puran 
Mahato, Malati's father, an economically 
hard up man had personally never objected 
to his daughter's “love affair”. He was 
however under great pressure from fellow 
kurmis to marry his daughter elsewhere 
within thecaste. The girl resisted this openly, 
by running away with Mahavir. The kurmi.s 
on discovering this convened a panchayat 


iuid imposed a fine of Rs 5,000 each on the 
families of the couple. However, a more 
drastic punishment awaited the run-away 
couple. 

More recently, in June 1995, in Bhagalpur 
in Bihar. Bijoy Kumar Bind, a low caste boy 
was lynched for his involvement with an 
upper caste girl.^The rest of the story follows 
a familiar pattern Such cases can be 
multiplied manifold. 

During my own field work in Haryana 
(1985-90), I came across several cases which 
were narrated to me in confidence. Except 
forminor details, the.se bear strikingsimilarity 
to the above cases and project similar 
attitudes. For throwing light on this growing 
social phenomenon, I shall rely on my 
knowledge and understanding of rural 
Haryana which has a direct relevance to the 
cases cited above. The running thread of 
family and community honour, cultural and 
customary practice, moral and sexual codes, 
role of caste panchayats, emphasis on caste 
purity and extreme violence, arc noticeable 
in all of them. Therefore, for fear of repetition, 
I am not recounting them here. In fact in rural 
Haryana those cases which are tabulated as 
‘sex crimes’, are even officially 
acknowledged to be “nothing but cases of 
love affairs with abducted women being 
consenting party”, reported as cases of 
kidnapping and abduction.Most such cases 
result in the physical elimination of the girl 
and the boy. If the boy escapes for some 
reason, the girl is almost always dune away 
with, or in unusual cases like that of village 
K hcri I n district Bhi wani, the girl was caught, 
brought back and remarried to an old man 
despite her four-month pregnancy, which 
was aborted. Significantly, the girl was an 
adult and all appeals to the police and district 
administration regarding this were ignored. 
The whereabouts of the low caste boy are 
not known or di.sclo.sed. The jat biradari 
remains tight lipped about him. He is 
rumoured to have been disposed of by them. 

In fact in most such cases, the crimes have 
been committed in public. Yet, for want of 
evidence, the police is not able to even 
prepare the challan or muster evidence of 
the villagers. A few cases which reaeh the 
court stage of trial lead to the perpetrators 
getting scot free from the lack of evidence 
and ultimately no one gets punished. Yet in 
a candid remark, the Bahadurgarh police 
station office Risal Singh, opined that such 
incidents, all too many in Haryana, go 
unreported and often even the police close 
their eyes." 

II 

Upholding Honour 

Indeed there is complicity between the 
perpetrators of violence and the politic about 
the “justice” done for the sake of "honour”. 


Policeinnorthem India, heavily drawn firom 
upper caste dominating groups, is 
acknowledgedly casteist. Moreover, its 
criminalisation and commercialisation are 
well known facts: monetary considerations 
overrule merit in recruitment, promotion and 
transfer. In law-keeping, the socio-political 
role of such a force has proved to be highly 
dubious. In matters such as these they are 
known to watch from sideline. In their opinion 
social issues must be reisolved by the caste 
leaders or the caste panchayat and not the 
law of the land, which applies a different 
criterion of justice.” The police action or 
inaction has created nervousness among 
different communities (specially the lower 
castes) who fear open partiality and hidden 
biases in reporting the case or in not obeying 
thedecision of powerful high caste panchayat. 
In worst cases the community leaders assert: 
‘The police can do whatever they want, but 
we have to punish the culprit in our own 
way”.” 

The rural opinion is heavily in favour of 
punishing those who “violate social norms’' 
of the rural society so that "others can learn 
a le.sson”.'* This attitude and action is 
condoned by the peer group. In the ca.se of 
the Mcharana murder case, for example. 
Mahendra Singh Tikaitpublicly maintained: 
"I should have done the same” and “what 
was done was right”.” He openly defended 
the right of the peasantry to punish anyone 
who breaks the caste rules. Claste members 
sec the killings as “executions” and “just 
punishment” awarded for breaking caste 
norms and boundaries.'* In all such cases the 
village or caste izzat is prioritised by the 
villagers in general and leaders in particular. 

The greatest danger to the ideology of 
izzat comes from the female. A female 
dishonors her family/clan/ caste and 
community by her shameful conduct. For 
example, in the case of village Mehrana, a 
local jat woman opined: "vachhokri ki shadi 
hone wali thi, par rand phir bhi jaa ke jatav 
chhoran ke laagi. Jaton ki naak kata di vaa 
ne”” (that girl was to be married soon. Even 
so. the slut had to elope with jatav boy, she 
has brought shame to the jats). Thus 
dishonorablcconductonthepartofadaughter 
which ruins the family for ever, leaving the 
parents unfit to show their faces to the 
‘biradari’(communilyj.justifiesintheireyes 
the extreme step of even killing her. litis 
concept of honour is explained by sociologist 
Veena Das, to operate at the expense of 
human sentiments and values. According to 
her. it demands a sacrifice of the natural ties 
created by biology, and kinship morality 
stresses their transcendence. '* Consequently, 
the natural bonds of love and kinship are 
sacrificed for higher ends of morality and 
upkeep of ‘honour’. This behaviour is 
grounded on the belief that like the social 
order, individual personality is also purified 
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and lifted from a lower’ to a ‘higher’ self 
by means of sacrifice. 

TTiis concept of honour and honourable 
conduct is considered to be a commonly 
shared ideology which guides the social 
behaviourof people in the whole of northern 
India. However, this concept of caste/ 
community honour is mostly appropriated 
by the upper caste.s. The lower caste groups 
are not recognised by the upper castes to 
possess any honour. Given their weak socio¬ 
economic position they are also unable to 
claim any such honour specially in relation 
to the higher castes. They may vaguely share 
in the honour of the village as a whole. This 
identification may mean going willingly or 
unwillingly along with the dictates of the 
upper caste leadership as witnessed in the 
case of Mehrana village where even the 
Jatavs were reported to have been compelled 
by dominant jats to support the decision of 
the jat panchayat. Interestingly, some of the 
earlier media reports had shown a unanimity 
of opinion between the two. 

The only ‘honour’ which they may 
‘honourably’ claim is in relation to their 
caste members and lies in their ability lo 
enforce it within their own caste group as 
intheKhandrawali villagc.The infringement 
of ‘incest’ tabws by the low caste couple 
of the village, declared to be a slur on their 
‘honour’ Icdloihcirpublicbcheading. Denied 
any claims of honour in relation lo higher 
castes, the lower castes therefore become 
hypersensitive in defending it within their 
own caste. Such a concept of honour can not 
only be claimed, but also defended and 
implemented. Signillcunlly, neither the lower 
nor the uppci castes extend this concept lo 
incest which may exist within the family 
involving .senior males and junior females 
or any other prohibited category of people. 
Quite clearly, the concept of honour is neither 
accepted nor applied uniformly by all caste 
and status groups. Any infringement of this 
.selectively preseri bed ctxic of honourinvilcs 
group pres.sui'* and violence. Violence 
therefore, underlines the existing ideology 
of honour. 

Ill 

Enforcing ‘Traditional Norms’ 

Those marriages or .issoeiations which 
activate this interconnection between 
‘honour’ and violence relate not merely to 
inter-caste factor but also to inlra-casic which 
infringeecrtain traditional prohibitory taboos. 
They essentially breach customary rules 
which are subject to the ‘gotra’ or ‘got’ (as 
it is known in rural north India) rule of 
exogamy (gotra is an exogamous patrilineal 
clan whose members arc thought to .share 
patrilineal descent from a common ancestor). 
For purposes of marriage certain prohibited 
degrees of kinship have to be avoided. As 
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a rule .hree or four got exogamy is followed 
by most caste groups, upper or lower.” A 
person Is not permitted to marry into his or 
her caste got, or with the mother’s, nor with 
the father’s mother nor usually with the 
mother’s mother. Thelast baris Imwever not 
universal and the restriction is apparently 
being relaxed. The got rules in effect prohibit 
marriage with llrst cousins of either parallel 
or cross variety. 

Writing about this taboo, J M Douie, the 
British revenue administrator, had observed 
in 1892: ’’inlca'uursc with a girl of the same 
got and tribe would be considered incest as 
all the landowners of one villagcure generally 
of one got”.-' This is enlarged to include the 
entire village and inhabitants of one village 
arc considered theoretically related to each 
other. In fact the cross-caste tics in a village 
experienced through tictional kinship are 
specially valued.^’ This is specifically .so as 
north India has a clear preference towards 
distant marriage alliances.'' Caste groups 
such as jats expressly forbid marriage into 
any village which shares even a border with 
the natal village.*' or in which other clans 
of one’s village are well represented.^' 
Consequently, the inclusion of village 
exogamy (with its notions of locality being 
equivalent to consanguinity), observed by 
virtually all ca.sle groups, high or low, in 
north India introduces greater complexity in 
the prohibit ion on marriage. This is specially 
so as ilsinfringcment impinges upon notions 
of morality and falls within the category of 
incest. Paul Hershman, explaining this 
maintains: 

Ideally a man i.s the guardian ot honour of 
any woman who is related lo him as ‘sister’ 
whether real oi classilieaiory and therefoie 
both sex and marriage are taboo between 
them. All men and women of the same clan, 
saino localised clan and .same village arc 
talked of as being bound by the moiality ot 
brothel-sistei and therefor-: both sex and 
marriage are prohibited between members 
of any of these units.” 

Culturally, tlicrctore, incest as a category 
of sexual and inaiital restrictions is u.scd m 
a widci social category lo embrace not only 
real sister but clas.si llcatory sistei s both within 
and outside the ca.stc. i e, those belonging 
to the village. Significantly, terms like'bhai' 
(brother) and ‘behan’ (sister) in villages are 
even used for pcr.sons who are not related 
to each other. These tenns have a wider 
public spread than mere genealogical. 
Tran.sccnding I ics of biological kinshi p, they 
embrace all males or females of the village 
of one’s own generation, notwithstanding 
the caste groupings. One of the important 
connotatioiisot the term bhai isthatabehan’s 
c.^re and protection .are entrusted to him. He 
is to i afeguard her honour and not soil it. 
And although claiide.stinc sexual relations 
nutinfiequcnllyoccurbctweenclossificatory 


or village brothers and sisters, any social 
approval of them in the form of marriage 
is considered an approval of incest and 
therefore violently resisted. ’The semi-secret 
liaisons tend tobeoverlooked asthey require 
no realignment of social relations; as marriage 
is forbidden, the relationship is also 
necessarily of limited duration. Marriage on 
the other hand aifccts the alignment of 
relationship between groups: it has to be 
publicly validated by overt transaction and 
it provides a precedent for similar 
arrangements in the liiturc.” The rejection 
of marriage in the.sc cases is therefore related 
tothcimportanccofestablishingintcr-group 
relationship by the exchange of rights in 
women. Moreover, in cases .such as these 
(and not others as shown later) demarcation 
exists between private and public morality; 
morality which spills over from the realm 
of private into the public impinges upon 
‘honour’ both private and collective, 
necessitating drastic action. Khedakul'and 
Khandrawali episodes, cited above, may be 
noted in this respect. 

The violent reception of such alliances, 
where marriage is prohibited, not infrequently 
results in self-inlliction of violence, i e, 
suicide of the couple or more often of the 
girl alone.-’" However, very often the so- 
called siticidcs ot the girls specially by 
jumping III the wells, arc cu.scs of murder. 
A tacit approval exists and the alleged suicide 
is even ot I icial ly coi rohoraicd and accepted. 

Y ct, there arccu.se.s like Khandravali, where 
despite the knowledge ot potential violence; 
the couple returns lo the village. The coming 
hack of the couple can be best explained in 
the viability of personal networks of 
individuals described by M N Srinivas.” 
1'his nciwoik involves members of diverse 
castes and status affiliations. Those of the 
more urbanised and educated are 
heterogeneous than lho.se of ie.ss urbanised 
and educated. In ca.se of ekipements where 
these networks are very often utilised they 
work in extremely cotnplex ways. They act 
both us structures ot support and betrayal. 
Given the overriding caste-kin connection 
on one hand and ideological binding which 
cuts acro.ssca.stc, income, .status and regional 
dll fercnccs on the other, these acquire certain 
structural impediments to its utilisation. 
Con.sequcntly, the successor failure of these 
networks may compel the couple to return 
buck sooneror latcrornot at all. Porexample, 
in the Khandrawali case Satish and Sarita 
had been reportedly “lured” back to the 
village by this very network with certain 
promises and threats, where ‘justice’ was 
inllictedupon them for breaking castecodes. 
Other couples who have fled the village and 
whose whereabouts are not known or 
disclosed, have broken off all connections 
with the village as also ostensibly with thdr 
families in the village. Any connection, if 
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re-established, is not acknowledged. For all 
purposes they are considered dead. 

IV 

Status Concerns 

The restrictions arc now being relaxed a 
little. There are certain breaches by 
individuals in the principle of village 
exogamy and even in the prohibited degree 
of 'got'. Such breaches are not unknown to 
be overlooked.'" Considerations of class and 
status have indeed intervened to allow 
flexibility in this respect.'* Yet these remain 
mostly confined to urban areas or families 
which are not necessarily under the preview 
of a collective community pressure as in a 
rural situation. Yet even here it does not go 
uncontested or uncensured. It remainsapoint 
of attack by the castc/community if and 
when it so desires.” Consequently these 
show varying degreesof success. The general 
opinion in the rural areas however not only 
disapproves strongly of such alliances but 
maintains a greater surveillance of such 
breaches, in connection with the tightening 
pres.sures of ca.ste/conimunity, I wish to state 
two recent cases from Haryana that 1 am 
personally acquainted with, which throw 
light on this aspect. 

In November 1993, in village Pehtavas, 
district Bhiwani. confrontation and violence 
among jats occurred on account of 
infringement of certain clan taboos. The two 
groups of jats involved in the marriage 
belonged to the Punia and the Sangwan got. 
Bakhtawar Singh Punia got his two .sons 
married into the Sangwan got of jats. A 
‘khap' panchayat (multi-clan council) of 40 
villages met on Miuch 14 and held the alliance 
as incestuous; it decreed the marriage void. 
When Bakhtawar Singh Punia rcfu.sed to 
accept the verdict a social boycott of the 
family was ordered. 

Normally, the Sangwans and the Punias 
can and do inter- marry. But because of a 
tradition, unique to the village, a marital 
alliance between them was considered 
‘sinful’. In l8S0s. the first important settler 
of the village, Chaudhary Chet Ram of the 
Sangwan got had adopted Dhod Ram Punia 
as his son. The Punia sub-caste thus merged 
with the^angwans. The two clans from then 
onwards became adopted brother got. 
However the alliance began as an alliance 
between a bigger, mure powerful and higher 
status brotherand a younger, weaker brother. 
Over the years some of the families of Pumas 
migrated to the city, gave up farming, took 
up urban professions and became urban 
based. Bakhtawar Singh Punia was one such 
man. He joined government .service as a 
police inspector. His sons Mahender and 
Rajesh both grew up to take urban 
professions. Li vi ng in the urban centres made 
Bakhtawar’s family escape the direct ire of 


fliecastepanchayat’sdecision. Yet the Punia 
families who were based in Pehtavas and 
who had participated in the wedding were 
targeted in the village. These families, 14 
of them, were driven out of their homes in 
April and attacked repeatedly thereafter. Their 
houses were stoned and even partially burned. 
One of them was seriously injured. Only 
after the 80-year-old Punia patriarch and the 
first cousin of Bakhtawar Singh Punia 
apologised publicly to a massive gathering 
of the ‘sarv-khap’ panchayat (all-clan 
council) were they allowed to return to the 
village after eight months. Pledge was made 
on behalf of Bakhtawar that neither he nor 
his sons will return to the village. The situation 
continues to remain tense between the two 
clansas the Punias have lost lakhs in property. 
The tnice remains fragile. The administration 
and politicians have watched silently as they 
want this ‘social matter’ to be settled by the 
panchayats. 

A more recent case of May 1995 in village 
Salani in Rohtak district showed a similar 
confrontation, despite the marriage being an 
intra-ca.ste one. Naresh of Bairagi got in this 
village married Santosh of neighboring 
Patoda village in April 1995. Santosh 
belonged to the Chahar got. The Chahar got 
families in Naresh’s village are among more 
prosperous families who consider their got 
higher than the Bairagi got of Naresh. They 
were angry that a “low caste”, i c, low status 
got man (low in terms of social and economic 
status) hud married one of their gut women. 
This according to them had the effect of 
bringing down the status of the entire got. 
A panchayat oi Chahar got met in the prc.sence 
of some residents of Patoda village and 
annulled the marriage. 1hcy turned down 
Naresh’s father’s suggestion that the couple 
may be allowed to leave the village and settle 
down elsewhere. 

Significantly, Naresh’s father did not 
directly challenge the verdict of the 
panchayat. but took the plea that as the 
marriage had already been consummated, 
nobody was likely to marry the girl. This 
plea was not accepted. The panchayat also 
reportedly forced Naresh’s father, Toohi 
Ram, and his uncle Omal, who had played 
an im).ortanl role in finalising the match, to 
blacken each other’s faces. They were fined 
Rs 2,100 each. When Naresh complained to 
the district authorities about this high- 
hundednes , a social boycott of his family 
was also announced. A fine of Rs 500 was 
imposed on anybody disobeying the 
panchayat’s ruling. The couple is now 
rumoured to have fled the village and their 
whereabouts are not disclosed. 

Both these cases, with distinct parallels 
traceable in village Khedakul and 
Khandrawali cases cited above, offer 
.somewhat complex reading. The opposition 
to the marriage emanates out of the concept 


of village exogamy, incest taboos, along 
with distinct shades of hypergamy, in which 
a girl in a lower clan can many a man of 
a higher clan but a girl in a higher clan may 
not marry a man in a lowerclan. Significantly, 
there is no identifiable concept of hypergamy 
operating in Haryana and theclaims of higher 
and lower clans among the jats seem to be 
more economic and political and not 
traditionally defined. Therefore, an attempt 
to equate .status with clan shows it as a 
reflection of the notion of rajputisation: a 
symptomatic drive of an upwardly mobile 
group for claiming higher status within a 
caste.” These two cases also show an attempt 
at either claiming a higher status or retaining 
one’s status from challenges and erosions 
effected by other clan groups within the 
caste fold. As marriage alliances arc a 
significant means to establish one’s status 
in society they assume great importance and 
demand a sharper vigilance. The 
contradictory reactions of certain groups to 
the demands of caste status show the 
contemporary multi-directional pulls within 
a caste which account fur confrontation anij 
violence in intra-caste marriage alliances. 

V 

Transgressing Caste Norms 

Yet, cases which evoke more violent 
condemnation are inter-caste marriages or 
rather elopements. These arc frequently 
village affairs and transgress the rules of 
village exogamy. An overwhelming 93.6 
per cent of different age and sex groups in 
rural Haryana, according to a 1982 study, 
are calculated to be against inter-caste 
marriages.” Factors operating behind this 
approval range from considering such 
marriages as “short-lived and impermanent” 
or given to create problems of adjustment 
due to‘'dissimilarity of culture” to “problems 
of identity for future generations”, and also 
significantly to the essential ones of keeping 
“purity of blotxl”. Yet, the evidence of run¬ 
away cases suggests to the contrary and 
contests this cultural ideology. The agency 
adopted by the young towards their sexual 
fulfilment contradicts the idealist norms of 
behaviour which they voice. 

This region in fact abounds in folk tales 
regarding females of the dominant high caste 
running away with low caste men, which 
may indeed be drawing upon certain aspects 
of existing .social reality as given in the cases 
cited above. Significantly, high caste females 
because of their involvement in work in the 
fields are considered specially vulnerable to 
low caste men. Even the exclusive female 
songs celebrate the female sexuaL liaison 
with lower ca.ste men. This .subversion of the 
sexual prowess of high caste men by their 
women in the folk songs acts as a taunt and 
underlines the upper caste male sexual fears 
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ofthe unharnessed sexuality of their women 
and potent virility of low caste men. 

The liaisons between upper caste women 
and lower caste men are surfacing more 
frequently due to the new social pressures 
generated in the wake of the democratising 
process and greater economic opportunities 
being opened for lower caste groups. Sharper 
caste contradictions are now emerging from 
new opportunities for social betterment due 
to economic growth beneilting some but not 
all lower caste groups. The upwardly mobile 
among the lower caste groups have taken 
significant initiative in several pockets of 
north India.'-'' An example is western Uttar 
Pradesh, where jat andjatav rivalry has seen 
violent conflict over material interests.'* 
Mehrana ca.se is symptomatic of this rivalry 
between jats and jatavs in which the issue 
involving the upper caste woman was used 
to settle wider issues at stake which had been 
brewing for some time. This gendered 
re.sponse of theupper castes in a bitter struggle 
with lower ca.ste groups for as.sertion of their 
power and domination leading to violence 
has its parallel in other parts of India as 
well." In north India many of the lower 
castes who have advanced economically and 
arc more as.sertive live either in towns or on 
the periphery of the towns with strong links 
with villages. This factor makes them both 
independent in action as well as vulnerable 
to the dictates of wider community action. 
Tliis contradiction makes for a potentially 
violent solution of any transgression 
committed by them 

The power dynamics between different 
caste groups especially dominant and 
subordinate low caste, which has assumed 
a more threatening form, had always been 
potentially explosive. This region for instance 
shows severe ca.ste confrontations between 
dominant and low caste groups even in the 
colonial period.'" Nowadays the newspapers 
frequently highlight the growing incidents 
of high/low caste confrontations and violence 
in north India which have both caste as well 
as class dimension.''' If on one hand this 
power dynamics shows a newer kind of 
aggressiveness among lower castes, it also 
shows a new determination on the part of 
the dominant castes, made rich through green 
revolution technology, to keep their status 
and position intact specially in relation to 
the lower ca.stcs. Such occasions arc used 
as an opportunity by the higher castes to 
assert their hegemony and to “teach a lesson” 
to those who challenge it or wish to do so."" 
SigniHcantly, the new a.sscrtivcncss of the 
latter is reflected in their relationship with 
high caste women, witnessed in attempts at 
elopement and marriage. As a jat woman 
opined in the aftermath of the Mehrana 
murder case: “In jatavan ne to haad he kar 
di. Badmas to vc the he, hamari chhorian 
pe bhi haalh maran lage”."' (These jatavs 


have gone too far. They have always been 
crooks, and now they have even started 
pawing our girls.) 

If high caste women are considered 
‘vulnerable’ to low caste men. the sexual 
abuse of low caste women by high caste men 
extending from rape to sexual exploitation 
and liaison, remains an ever growing 
phenomenon.-*^ The case of Phoolan Devi in 
this respect is internationally known. It is 
not as if the lower caste women lose their 
'purity' and ‘honour* by mating sexually, 
willingly or unwillingly, but the fact that, 
in the eyes of upper castes, they have no 
‘purity’ or ‘honour’ to begin with."’ Declared 
to be ‘sexually promiscuous* by the upper 
caste groups, the onus is firmly on these 
women for inciting the upper caste men. One 
frequently voiced opinion in rural Haryana 
is; “vo to hoven he ai.se hain, maharc ladakon 
ka ke kasur”(The.sc women are sexually 
promiscuous. What is the fault of our boys'?) 

This rampant sexual exploitation, 
essentially born out of the work situation and 
power equation in which low caste women 
work its agricultural labourers, underlines 
the inability of the low caste men to ‘protect’ 
their women and is frequently used by 
landowning ca.stes as a powerful tool of 
domination. The spiralling effect of this is 
noticeable in the growing resentment of the 
lower caste groups, eruption of violence and 
sharpening of caste con.sciou.sncs.s and 
enforcement ol the caste/cusiomary codes 
by all castes high or low, not unolten as a 
form of oftence as well us defence, in this 
connection it is significant to note that the 
extreme left Murxist-Leninist groups in Bihar 
have successfully used the resentment and 
resistance of tower castes to the sexual 
exploitation of their women by higher caste 
landowningcla.ssmenasamobilisationi.s.suc 
and strategy.'" The sexuality of women 
whether of the high or low caste groups has 
assumed an added dimension in the modern 
context. The pressures against intcr-ca.ste 
alliances have strengthened rather than 
weakened. 

VI 

Constricting Opportunities 

Yet, inter-castc alliances were not entirely 
uncommon in the colonial period. However, 
this was more often than not confined to a 
secondary alliance rather than the primary 
one. in the subsistence level economy of this 
region with its highly adverse female male 
sex ratio,"' those agriculturi.sts who were 
hard pre.sscd economically were known to 
take recourse to wives from among the lower 
castes as well. Malcolm Lyail Darling, the 
famed writer and civil administrator of 
Punjab, maintained that a jat would marry 
almost any woman he could."* Frequently, 
the.se were women from the chamar caste. 


However a faint pretence was kept that the 
girl was of his caste and an equally faint 
acceptance followed. A local belief maintains: 
jat ek samunder hai uur jo bhi daruya es 
samundcr mein parti hai woh samunder ki 
bun jati hai."’ (TTie jat is like an ocean and 
whichever river falls into this ocean loses its 
identity and becomes the ocean itself.) The 
children of a chuhri or chamaran, accepted 
in marriage by a jat, were called jats though 
often they were ridiculed as chuhri ke or 
chamaran ke."* Accounts of brahmins 
marrying low caste women are al.soavailable 
in folk talcs found in IIP and Haryana."* 

North India is indeed rich in folk tales, 
.still popularlyrccounted.of low caste women 
marrying higher peasant caste men, as well 
kshatriyas and rajas.'" A popular tale tells 
of a bhangan (a sweepress) who manied a 
kisan (peasant), but was unable to get rid 
of the habit of receiving ‘rotis’ from the 
hands of kisani (kisun’s wife). She therefore 
started to put rotis in all the allahas (alcoves) 
of the house and then make loud requests; 
“ki.sani, roti diyo" (give me roti, kisani). She 
was soon found out, her low caste stood 
exposed; but she was happily accepted and 
told to behave herself." 

By and large, the agricultural castes did 
not really look down upon lower caste women 
who became their wives. This is aptly 
expressed in a local proverb still quoted 
extensively m Haryana; bccran ki kai jaat" 
(women have no caste). Yet, it is significant 
to note that in no way was it considered an 
upward move for the natal family ofthe low 
caste woman. For all purpo.scs, she was not 
onl y purchased from her parents but was also 
made to terminate all connections with them 
after this marriage. This was essential to 
keep the myth of her belonging to a higher 
caste. 

It was also clear that social groups who 
were involved m such duplicity could not 
afford to and indeed did not attach undue 
importance to caste purity if it was breached 
by a man. This social practice was rationalised 
by maintaining that: “roti to bun jag), naam 
to chul j,iga, dono ka gu/ara ho jaga”" (At 
least the food will be cooked, the family 
name will he curried on, both will somehow 
manage to live together.) 

The British officials have conlirmcd the 
existence of this practice. But they, greatly 
Irowned upon it and declared it "a kind of 
disreputable matrimonial agency'*.'" Given 
to applauding the ‘magnificent physique’ of 
the so-called superior agriculturist castes in 
agrarian and military professions, they 
actually bemoaned its biological 
‘deterioration’ because of this practice.*’ 

Yet taking wives from low caste never 
became a norm as such nor was practised 
on a wide scale. Moreover, this practice did 
not go unchallenged, specially from the late 
19th century onwards when attempts were 
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made to move the court in those cases of 
kaiewa (widow remarriage),’* where caste 
eiKlogamy had not been observed. A series 
of such cases were brought to the courts in 
the early 19th century. In the case of Sahib 
Ditta vs Musammat Bela in 1900, the 
reversioners challenged a karewa marriage 
between a jat and a brahmin woman and 
sought to deprive her children of their 
inheritance on the ground of illegitimacy.” 
It was made out that “if a brahmin widow 
cannot marry a brahmin, why should it be 
held that she can marry a jat”. The attempt 
was clearly to invoke the Hindu law 
applicable to the female status to refute the 
customary law which was the operable norm 
incolonial Punjab. The colonial government, 
for reasons of its own, was anxious toenforce 
karewa. than to revoke it.’* In this case also 
the judge rejected this plea on the ground 
that marriage between jats and brahmins 
although the later belonged to a higher ca.s(e, 
was recognised by the jat biradari and the 
children of such unions were considered 
legitimate heirs. 

The same position was held in a series of 
casics involving lower castes like chamars, 
etc.’^ It was acknowledged that any Hindu 
widow, from a brahmin to a chamar. could 
be married to men of agriculturist castes by 
karewa The coupling of these two caste 
groups, high and low, is significant. In this 
region the norms were dictated by the 
dominant agriculturist castes-thechief being 
the jats. Consequently, the higher ritual 
ranking of the br.'ihmin dropped when 
confronted with the harsh reality of existence 
in which the biahmins were agriculturist 
rather than priestly caste. Moreover, in 
relation to the jats they were numerically and 
socio-economically, far interior.*' 

New norms were clearly being claimed on 
the basis ot caste purity. custom and tradition 
which sought to invalidate inter-caste 
marriages. It is clear that British courts 
representing higher authority, hud opened 
a way for people to claim certain rights 
which could not be claimed through the 
traditional panchayats. Interestingly, the 
situation is reversed now, as the traditional 
panchayats arc being used to impose a 
doubtful tradition. 

Signiftcaiuly, all these ca.scs relate to the 
karewa marriage which was inter-caste and 
not the first biah or shaili (marriage). It is 
in the subsequent associations that the 
propertied classes were opting for lower 
castes or inter-caste marriages and not in the 
primary association. This was a practice 
which remained confined to the lower 
economic strata. Tliis association with lower 
caste and class came to activate the attempts 
of certain sections of landowning castes/ 
classes towards maintaining caste purity nut 
only for property reasons but also on account 
of their desire for upward mobility. In this 


they came to equate caste purity with higher 
status and upward mobility in Haryana. 
Consequcntly.therestrictionsupon marriage 
tend to be accepted. 

In thechanged socio-economy of the post¬ 
colonial period such a breach among the 
dominant upper caste groups is no longer 
socially acceptable. Both men and women 
are underpressure to remain within the caste, 
though this pressure on men is not as great 
or equal to that exercised on women. Given 
the pcrsistenceof highly adverse male-female 
sex ratio; 874 females per thousand males 
(in 1991),*’ this has meant a large number 
of males remaining single. The census 
statistics show that the proportion of ‘never 
married' males in Haryana in 1981 was more 
than the married males in all the districts of 
the state*' whereas this is reversed i n the case 
of women; and the absolute number of 
married females is more than that of the 
married males in Haryana.** Also males 
remain single fur a long time and they marry 
much later.** Therefore, it has meant a 
constriction of opportunity not only for men 
but more importantly for lower caste women 
who earlier had the facility to marry i n castes 
above them. The difficulties likely to be 
experienced in arranging marriages not only 
for the children of such alliances but also 
for other members of the family (not 
noticeable earlier), are freely and frequently 
voiced.** 

vu 

Assertion of Power 

However, as .seen above it is not as if these 
norms are not broken or imposition of 
restrictions are not challenged. But any open 
dis.scnt with or complicit or implicit sanction 
oracceptanceof this stand or even (he inability 
or non-inclination to punish those who break 
this norm is not easy to live down. There 
is a very genuine fear of hukka pani band 
(siKial ostracism), as the village community 
is united in not accepting such matches. The 
open taunts; “(u ke bolle sai lere beti nc aisa 
kiya” ( what can you say your daughter did 
this and this), arc much harder as derogatory 
epithets become permanent social fixtures 
10 their existence. In many instances entire 
families have tended to leave the village, as 
the run away woman is considered to have 
‘munh ko kaikh laga gai' (blackened the face 
of the family ). It alludes to the old time 
punishment when a man was shamed by 
blackening his face - the ultimate infamy. 

in fact, when the parents are unwilling to 
act in such cases, the caste biradari steps in 
as in the case of Mehrana, where the jat 
panchayat took the decision. In the words 
of Bihan (Roshni 's mother); “The panchayat 
walas stepped in...they said to me that 
ladkiwalas did not have a say in (he matter 
and that they alone would decide what 


punishment was to be meted out to the girl. 
They took her away and hanged her*’.*’ 

The caste panchayats are indeed inter¬ 
vening frequently to impose a ‘justice* 
according to their own definition. Although 
very little is known about the working of 
caste panchayats they remain an active force 
in rural north India.** They arc generally 
known to award minor punishments which 
humiliate more than injure. Punishments, 
for example, range from fines, orders to give 
obligatory village feasts, rubbing one’s nose 
in the dust before the aggrieved party or even 
the entire gathering or touching their feet, 
shaving of head, drinking nr dipping one’s 
nose in the urine of one or more persons.*" 

The more recent exhibition of power like 
public stripping and awarding death penalty 
and executions by the panchayat is closely 
linked with the growing unhampered 
urbanisation and consumerism. There has 
been a steady progress of urbanisation in 
Haryana, within 20 years, i c, between 
1961-81, the total number of towns in 
Haryana has increased from 61 to 81J" 
During this time the urban index of growth 
of the urban population has more than 
doubled. Yet despite extensive urbani.sation, 
the distinction between urban and rural is 
not watertight. There is a massive overlap¬ 
ping of the two. For example, it is estimated 
that more than one lakh people from inside 
the rural and semi-urban areas of Haryana 
commute daily to Delhi. There arc trains 
from Rohtak, Gurgann, Palwai and Panipat 
scheduled to leave in the moi ning and return 
in the evening, keeping to the work schedule 
of the Haryanavi workers employed in 
various capacities in the metropolis. These 
trains are not only full to the capacity hut 
are ovcrllowing. There are also very large 
number of army recruits or the so-called 
Other Ranks as well as police personnel all 
drawn from rural areas who have to leave 
their families in the villages because very 
few are provided with family 
accommodation.’' 

This kind of urbanisation is accompanied 
with spill over of urban consumerist culture. 
The role model is set by the rural affluent 
andthcirconspicuous consumption emulated 
by others. Their ideology signified by 'a 
jeep, a gun and a bottle of rum’, in keeping 
with the image of a virile martial race with 
macho culture is essentially male-oriented.” 
Tliere is no pi ace for women i n the ‘ modern’, 
urban ethos which is imitated. Paradoxically, 
despite imitating lifestyle and consumerist 
culture of the cities, the suspicion of urban 
value system, culture and influence not only 
remains but is reinforced in rural areas 
specially in relation to women.” So on one 
hand the reigning ideology sanctions and 
even desires urbanisation and consumerism 
a.ssociatcd with male status considerations 
and upward mobility, on the other hand, it 
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holds them responsible for fast changing 
'idealised' cultural notmsof rural north India. 
This contradiction is not unoften resolved 
through violence at an individual/family 
level, and/or if that fails to materialise, at 
a collective community level. 

The caste panchayats, in other words seek 
to protect the fast eroding ‘traditional value 
system’ as perceived to be enshrined in 
customary practices which the law of the 
land fails to do. For example, except for 
certain incest taboos the legal restrictions on 
marriage under the Hindu Marriage Act, 
1955 are almost non-existence,’^ whereas in 
rural areas, apart from several restrictions in 
marriages, even the category of ‘incest’ is 
very wide. Yet, even here the enforcement 
of the caste panchayats remains .selective. 
For example, in enforcing the incest taboos, 
the well known liaisons within the family, 
as mentioned above, between different 
categories of close relations arc never taken 
up by the caste panchayats.^' Consequently, 
incest, whether intra-fumily or intra-got, 
never meets with si milar violence even when 
made public. Similarly, the sexual codes are 
sought to be enforced only in relation to 
upper caste women. The purity of lower 
caste women, even when breached through 
rape, is nut taken cognisance of. 

This intervention of the caste panchayats 
is also an assertion of united power, 
domination and dictates of the upper caste 
.senior male members over younger men and 
women. In a way it is a direct attempt at 
retention of power by caste leadership which 
is being fast eroded upon and challenged by 
aspirants from different socio-economic 
strata as well as from the younger generation. 
The new legal system based upon different 
principles has eroded into their power base. 
The colonial ma.stcrs on the other hand had 
nurtured the power of the caste leadership 
and helped them to maintain and strengthen 
it. Their concept of justice gave recognition 
to the customary law or the ancient texts and 
implemented it selectively in the courts. For 
example, in the colonial days a run-away 
match of an unmarried girl had not been 
given legal sanction of a valid marriage 
because the 'consent' of the guardian had 
not been forthcoming.’*Thecolonial ofilrial 
attitude was moulded on the local custom 
under which minor nr adult females were 
al way s.under the guardianship of some male 
member. Legally, the situation is vastly 
changed now; males and females above 18 
years of age are adults and free to act 
independently without the sanction of a 
guardian. Yet in many ways the caste 
leadership and the caste panchayats are 
ignoring the legal intervention. 

The ideology of female guardianship is 
essentially an ideology of control. It is closely 
tied up with the question of control of female 
sexuality specially in relation to women of 
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upper caste groups.- In the high caste 
brahmanical social order this control is 
inlrin>ically connected not only to the 
patrilineal succession but also to the 
maintenance of caste purity and caste 
hierarchy.^' Consequently, miscegenation 
(mixing of castes) as well as hypogamy 
(union between women of a higher caste and 
men of lower caste), were severely 
condemned and inflicted with highest 
punishment. In Punjab-Haryana the 
brahmanical model was not so strong and 
the concept of caste purity and caste hierarchy 
were not the s.amc.™ Yet. caste endogamy 
marriages were sought to affirm and maintain 
caste status. Consequently, even though the 
rules of caste purity were breached by men 
from agriculturist castes (mostly in their 
secondary association), women were never 
allowed to break the caste rules. Men like 
the ocean (cited above) engulfed all and 
determined the status of a woman. 

The idealised norm of marriage for a 
woman is .signified in the phrase 'jat ki.beti 
jut ko’ (a jat's daughter must wed a jat). 'The 
word jat may he substituted for any other 
caste group as well. Yet. the class factor may 
intervene to determine the applicability of 
this norm specially in relation to the lower 
classes which not infrequently overlap the 
low castes. Among the upper caste groups 
this rule cannot he breached by women even 
in their .secondary association. 

'i'he persisting low female ratio to male 
has greatly contributed towards keeping the 
pressure on women to maintain caste 
endogamy. For example, the remarriage of 
a widow remains essentially a ieviratc 
alliance, even forcible, if need be. Only 
recently, widows are allowed to remarry 
outside the conjugal family, but still very 
much within the caste.’'’ It is only among the 
lower caste groups that greater flexibility is 
ob.scrved lor women, whether divorced or 
widowed. There are instances of widows 
being sold oil among lower castes in western 
UP.'"’ In fact there is so much of premium 
on a woman's productive and reproductive 
potential that it is not allowed to go waste. 
Among the lower castes and classes, for 
instance, a widow or a divorcee specially if 
she is in her rcproduct i ve age category, cannot 
refuse to remarry. 

VIII 

Controlling Female Sexuality: 

Vested Interests 

The question of control of women's 
reproductive and productive labour is 
therefore intrinsically linked up with the 
control of her sexuality. The decision lor its 
bestowal is crucial to patriarchal 
considerations of status as well as control 
and authority. For instance, bestowal of a 
daughter in marriage is cenainly financially 


draining due to the escalating consumerist 
premium on dowry, yet, the foiging of 
appropriate endogamous marital links is 
closely linked with status considerations and 
status formation. Any break in this, howevr^ 
minor, is very threatening. Selection of a life 
partner by a female shows her independence 
in asserting her sexuality and her preference 
in relation to sexual partnership; in bestowing 
her reproductive and labour potential on the 
basis of her own choice.*' .Similarly such an 
action among males shows an independence 
which in the local perception presages a 
disruption of family ties or breakup of the 
joint family system.*’ It also shows a loss 
of authority suffered nut only by senior 
males but also females on the son and more 
pronouncedly on the ‘bahu’ (daughter-in- 
law). This factor becomes an important 
consideration behind the complicity of senior 
females in opposing any such move. In a 
situation where settling of amarriage alliance 
is in the hands of senior males and senior 
tcmalcs only. this assertion also deals a severe 
blow at the family hierarchy and disrupts its 
power equation inside the family and disturbs 
the social hierarchy outside in the village 
which will not brook its demolition at any 
cost. 

This power equation and play has come 
to be infimately connected with post- 
independent changes in India which have 
created a legal enablement for a female to 
inherit her parental property. The Hindu 
Succession Act of 1956 enabled for the first 
time, daughter, sister, widow and mother to 
inherit land with full proprietary rights to 
its disposal.*' This introduced fundamental 
and radical changes in the law, breaking 
from the past. The land of the village is taken 
to belong to the male de.scendants of ancestors 
who originally settled and worked on it, the 
male agnatic descendants, as members of 
locali.sed clan alone arc considered to have 
reversionary rights in '.he estate. Land is 
ordinarily not to be alienated outside this 
group. The only ideal and 'ixzatwala’ 
(honorable) pattern of inheritance is 
acknowledged to be by males from males. 
This means basically that daughters and 
sisters who are potential introducers of fresh 
blood and new descent lines through their 
husbands are to be kept from exercising their 
inheritance rights. 

With the result that the most virulent 
objection to the breach of caste/community 
taboos in marriage comes from the powerful 
landowning classes of the village. This has 
introduced anxieties stemming from different 
reasons not necessarily out of concern of 
ca.stc endogamy or village exogamy, even 
though these anxieties are played through 
these concerns and in fact reinforce them. 
The resultant violent opposition to self 
assertion in marriage therefore overrides any 
education or modernising process that the 
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ml families may have undergone. In fact 
ds opposition is almost always based upon 
MS grounds of tradition and culture vs 
lodemism. Significantly, cultural ideas not 
noften operate to benefit social groups that 
isnstnict or promote them. A great deal of 
lis reaction can be traced to the insecurity 
) property matters which has increased 
.ns^y in the wake of this enabling Act. 

Rural patriarchal forces therefore have 
.«en anxiously devising means to stem 
le progressive fall out of this Act through 
variety of means.'* An important way 
4UI been to pose the inheritance right of 
. daughter and a sister to be against that of 
’he brother. Except in cases where there arc 
tO brothers, the sisters either sign away their 
ntaeritance in favour of their brother or sell 
t to him at a nominal price. This is a code 
<f conduct which both the natal and conjugal 
amilies observe knowingly. For this the 
UDther-sister bonds of love have also been 
{ready encouraged as seen in the noticeable 
evival of Raksha Bandhan festival and 
he renewed sanctity it has claimed in 
lorth India. 

This emphasis on sanctity of sister-brother 
Kind is broken in case she makes an alliance 
vithin the village as theoretically all are 
olated in a village, such adccision introduces 
trank outsider into the lamily who can and 
nay claim the property on behalf of his wife. 
As an outsider he remains outside the 
.nfluence of the family and caste/communiiy 
rules and ethics which ensure a patrilineal 
inheritance. Location of a married daughter 
within the natal village also spells danger 
to patrilineal inheritance as ii facilitates and 
could lead to assumption of land inherited 
by her. Thus tightening of restrictions on 
marriage practice emphasising village 
exogamy and caste endogamy has the efiect 
of negating the progrc.ssive fail out of the 
inheritance enablement law on female 
population. 

The signiflcance of this practice can he 
easily visualised if it is juxtaposed to the 
custom prevalent among the lower castes. 
These ca.stcs allow flexibility in the rule of 
patrilocality. In other words, since the land 
and its ownership is nut in question, the 
family of a married daughter might settle in 
her natal village. With the result that the 
‘ghar jamai' (resident son-in-law) pheno¬ 
menon among lower castes is not uncommon 
in rural Haryana or across the border in 
western UP.” Yet, at the time ol marriage, 
the principle of village exogamy is as 
rigorously enforced as the prohibited degree 
of ‘got’ and other taboos by the lower caste 
groups. In fact any breach in it is considered 
‘incest* and violently dealt with. Clearly, 
there are similarities as well as dilfercnces 
between higher caste and lower caste groups 
in observing caste and sexual codes. This 
complex picture contimis the sociologists’ 
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readings of the contemporaiy flux of the 
caste system in India wluch shows confir¬ 
mation and challenges coexisting, with class 
and lifestyles assuming importance in social 
relations." In fact it is the class and gender 
component within the caste system which 
has created inter-caste and intra-caste differ¬ 
entiation and inequalities as well as status 
distinctions. Yet, this aspect remains com¬ 
paratively neglected and needs to be further 
and more extensively probed. This interface 
of caste, class and gender, as this analysis 
shows, is crucial to understanding the 
complexities of the caste system as it exists 
today. The over arching link to these com¬ 
plexities is provided by the patriarchal ideo¬ 
logy which is spread across caste and class 
groups than commonly believedor accepted. 

Notes 

(I presented a draft of this paper at a workshop 
on ‘Rethinking Indian Modernity The 
Political Economy of Indian Sexuality’, held 
at the Madras Institute of Development Studies, 
Madias, August !-3, 1996. I thank the 
participants for their comments I also wish 
to thank Uma Chakravarti, Patricia Uberoi 
and Leela Dube for making extensive 
comments, observations and criticisms on an 
earlier version of this paper ] 
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and seeks their explanation in individual vs 
social action. The former, unrestrained by 
group or social pressure is considered 
dangerous and improper and a threat to the 
group harmony and honour. This under¬ 
standing however is too narrow os it leaves 
out the wider structures of kinship and caste 
which play an important role in mamage 
associations. It is the infringement of these 
which results in extreme action. Sec Steve 
Derne. Culture in Action: Family Lije, 
Ent>ition, and Male Donunance in Banaras. 
India. State University of New York Press, 
New York. 1995 
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been established, as Ibbetson points out 
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Kinship, Penguin Books, Middlesex, England, 
1971. pp 64-81. 
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in their conjugal home. These cross-caste ties 
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othervillages where their mairiedsisters reside 
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in-manying females, fictional kinship ties of 
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status. See her article 'Caste. Gender and 
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(ed). Caste Today. Oxford University Press, 
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caste men may be noted. The plea made 
by defence counsel of the accused 
epitomises the attitudes of the upper castes 
/classes. He pleaded in court that since the 
offenders were upper-caste men (gujar and 
brahmin), the rape could not have token 
place because Bhanwari was from a lower 
caste. Thereby suggesting that lower caste 
women had no right to say no to a sexual 
mating, even though forced. Morethan three 
years later the court acquitted the five accused 
who were declared "middle aged respectable 
citizens". 

44 See People's Union for DemiKratic Rights, 
Bitter Harvest: The Rmits of Massacres in 
Central Bihar, Secretary, PUDR. Delhi, 
August 1992. 

45 This region shows enonnous difference in the 
male-female sex ratio - the lowest in the 
whole of India. In 1931 it was 844 females 
per thousand males and in 1941 ii was 869 
females per thousand males. .Sec Census of - 
India, 1991, India Series-1, Paper 1 of 1991, 
Provisional Population Tables, Registrar- 
General and Census Commissioner, New 
Delhi. India, 1991. p 76. 

46 Malcolm Lyall Darling, Punjab Pea.sant 
in Prosperity and Debt, first edition, 1925, 
reprint, .South Asia Rooks, Delhi, 1978. 
p5l. 

47 Personal iiKcrview with Khem Lal Rathi, 
Delhi, May 24, 1986. 

48 Personal interview with Shamslier .Singh, 
Delhi, May 23, 1986 

49 William Crooke Collection, MS 124, tale 
recorded by a teacher of the Bahraich 
district, also found in Haryana. Personal 
interview with Khein Lal Rathi, Delhi, 
May 24. 1986. 

50 William Crooke Collection, MS 124, see a 
tale of the Holi fe.stivul narrated by Nalhiya 
Chandu and recorded by Chhajmal Das, 
leacherof the Rudayar school. Aligarhdistrict. 

51 Narrated by Vidya Vati, Delhi. December 24, 
1987. Tlic saiiu.* tale was also recorded in 
1886 tilled; ‘Ala de nivala' by S W Fallon, 

A Dictionary of Hindustani Proverbs, Benoras, 
Lazarus anil Co, 1886, p 190. 

52 Also given in Jai Narayan Verma, Haryanavi 
Ijikoktiyan: Shashtnya Vishleshan (Hii-di), 
Adarsh Sahitya Parkashan, Delhi, 1972, 

p 120. 

53 Personal interview with Shamsher Singh, 
Rohlak, May 23. 1986. 

j4 Census of India, Punjab and Delhi, 1911, Vol 
17, part 1, reptirl. p 216. 

55 Darling. Punjab Peasant, p 51. 

.56 Kaicwa was a form of widow remarriage 
which IS now almost totally confined to the 
Icvirate. This form of marriage was not 
accompanied by any kind of religious 
ceremony, as no woman was allowed to 
go through the ceremony of 'biah' 
(religious wedding) twice. 'Karewa', a 
white sheet with coloured corners was 
thrown by the man over the widow's head, 
signifying his acceptance of her as his 
wife. This custom represented social 
consent for cohabitation. There could be 
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certain variatione. For example it could 
take the form of placing ‘churis’ (glass 
bangles)on the woman's wrist in full 
assembly and sometimes even a gold 'nath' 
(nose ring) in her nose. This could be 
followed by the distribution of ‘gur’ 
(jaggery) or sweets. For details of karewa 
marriage see Chowdhry, The Veiled 
. Women, pp 74-88. 

5l Funjub Record, 1900, Vol XXXV. case no 
so, pp 184-46; Vol XLV. Musammat Kaur 
vsSawanSingh.pp 232-34; 1897. Vol XXXII. 
Chander Singh vs Musammat Mela, pp 
334-38; Indian Law Report, Lahore Series, 
1929. Vol V. Sohan Singh vs Kale Singh, 
pp 372-80. 

58 See Prem Chowdhry, 'Contesting Claims and 
Counterclaims: Questions of the Inheritance 
and Sexuality of Widows in a Colonial 

. State’. Coninhulionx to Indian Sociology 
(NS), January-December 1995, Vol 29, 
Nos 1-2. pp 65-82. 

59 Punjab Record, Vol XLV. Musammat Kaur 
vs Sawan Singh, pp 232-34; 1897, Vol 
XXXII, Chander Singh vs Musammat Mela, 
pp 334-38. Indian Imw Report, Lahore 
Series. 1929, Vol V, Sohan .Singh vs Kala 
Singh, pp 372-80. 

60 M Douie, Riwaj-i-Am Kaithal, p 4. The jats 
of Indri in Kamal district quoted a case in 
which a man was turned out of the 'biradari' 
for marrying a bruhmin woman by karewa 

61 For the status of brahmins in this region sec, 
Chowdhry. The Veiled Women, pp 110-11, 
225. 

62 The 1991 Cen.sus figures show Haryana with 
the .second lowest figures of 874 females per 
thousand mules and UP with 882 and Punjab 

' with 888 following clo.sely Ceiuu,t of India, 
1991. India Series 1, Paper I of 1991, 
Provisional Population Tables. Registrar- 
General and Census Commissioner, New 
Delhi, India, 1991, p 71. 

,63 The ‘never married’ category of males and 
females in Haryana in the crucial age group 
shows the following figures for 1981: 


Age Group 

Moles 

Females 

15-19 

649346 

328040 

20-24 

275900 

59163 

25-29 

6.5640 

5629 

30-34 

18.5.59 

1089 

35-39 

10680 

457 


Cenxus iif Haryana I9fll, Social and Cultural 
Tables, Part IV-A, pp 46-47. 

64 Cen,tu.t of Haryana I9SI, Senes 6, Port XII. 
pp 52-53 

65 The male age of marriage is calculated to be 
25-29 years as compared to females, majority 
of who get mvried between 10 to 24 years 
of age. Ibid. 

66 A common sentiment expressed by one and 
all in the villages of Haryana. 

67 lllustivted Weekly. April, 20-21, 1991, p 17. 

68 According to Hershman the clan and caste 
panchayat in Punjab have lost all their 
authonty. which they had exercised in the 
past, when they acted as courts and arbitrators 
in disputes affecting thcirmcmbcrs. According 
to him cases ars' seldom submitted as they 
once were, to the eiders of the biradari or caste 


panchaynts to decide. The situation in Haryana 
and UP however, remains notably different 
from that of Punjab. See Hershman, Punjabi 
Kinship, pp 35-36. 

69 Vasudha Dhagamwar, “Meaning of Lynch 
Justice”, Mainstream, September 25. 1993, 
pp 5. 35. 

70 For details of towns and their growing 
population see Census of Haryana 1981, 
Pan 11-A, and Pan 11-B, General Population 
Tables and Primary Census Abstract, 

pp 26. 28. 

71 Both army and police have notoriously low 
family accommodation in the cities, specially 
in Delhi. According to Lt General B T Pandit, 
Adjutant-General, only 14 per cent of lower 
ranks of the army recruits are provided with 
family accommodation Interview with Lt 
General B T Pandit, Adjutant-General’s 
Branch. Army Headquarters, New Delhi, 
April 1, 1991. 

72 For an interesting contemporary observation 
of this phenomenon see D R Chaudhary’s 
article in The Indian Express, New Delhi, 
magazine section. May 30, 1982, p 5. 

73 A definite ideological barrierexists in Haryana 
between urban and rural value system, which 
inhabits the spread of urban intluence in the 
villages. For this ideological barrier sec 
Richard Lambert, ‘The Impact of Urban 
Society upon Village Life’ in Roy Turner 
(ed), liuiia 's Urban Future, Oxford University 
Press, Delhi. 1962, pp 117-40. 

74 In 1946 The Hindu Marriages Disabilities 
Removal Act was passed, which permitted 
sagulra (same gotra) marriages between two 
Hindus notwithstanding any text, rule or 
interpretation of the Hindu law or any 
customary usage. This was followed by The 
Hindu Marnage Validity Act, 1949, which 
validated the inter-caste marriages In 1955 
wa> passed The Hindu Marriage Act (no 
XXXV of 1955), a far more comprehensive 
act, which incorporated both these acts and 
offered more freedom in marriage, separation 
and divorce. For details of these three acts 
see Sunderlal T Desai, Mulla Principles of 
Hindu Law. N M Tripathi. Bombay, 1966, 
pp 468-69. 616-751. 

75 Generally speaking, sexual intercourse in 
north India among different caste clusters is 
said to be prohibited with the mother, father’s 
mother, father’s sister or her daughter, sister, 
sister’s daughter, brother’s daughter, mother’s 
brother’s daughter, wife’s brother’s daughter, 
daughter and daughter-in-law. Outside these 
relationships tolerance of sexual laxity is 
acknowledged. Breaches in relation to 
daughter-in-law however are known to have 
existed in the colonial period. Sec Chowdhry, 
The Veiled Women, pp 84-86. 118. 

76 C A H Townsend. Custonuiry Law of the 
Hissar District (except the Sina TelistI), Vol. 
XXXV, Punjab Govemment Press. Lahore, 
19;9, pp 12-21. 

77 Uma Chakravarii defines brahmanical 
patriarchy as a set of rules and instructions 
in which caste and gender are linked, each 
shaping the other , and where women are 
crucial in maintaining the boundaries between 
castes. Patriarchal codes in this structure ensure 
that the caste system can be reproduced 


without violating the hierarchical order of 
closed endogomous circles, each distinct from 
and higher or lower than other. Brahmanical 
patriarchal codes for women differ according 
to (he status of the caste groups in the hierarchy 
of castes, with the most stringent control over 
female sexuality for the higher castes. This 
set of norms has shaped the ideology of the 
upper castes in particular, it continues to be 
the underpinning of beliefs and practices 
extent among these castes even today, and 
is often emulated also by the lower castes, 
especially when seeking upward mobility. 
See he'r article; ‘Conceptualising Brahmanical 
Patriarchy in Early India: Gender.Caste, Class 
and State', Ecmomic and Political Weekly, 
April 3. 1993, Vol XXVIII, No 14, pp 579- 
85. Also see her ‘Wifehood, Widowhood and 
Adultery: Female Sexuality, Surveillance and 
the State in the 18th Century Maharashtra’, 
Contributions to Indian Sociology, New 
.Series, January-December 1995, Nos I -2. Vol 
29, pp 3-22. 

78 For the status of brahmins in Punjab-Haryana 
sec, fn 47. 

79 Even for (his the consent of the conjugal 
family is needed, which is withheld if they 
do not approve of the match. In village 
Asaudhu, district Rohtak, Asha, a 19-year- 
old girl became a widow. Her in-laws wished 
her to perform karewa with her much older 
’jeth’ (older brother-in-law), estimated to be 
about 50 years of age, with a wife and mree 
children She did not accept it, nor did her 
father, who settled her marriage elsewhere. 
Her in-laws, however, refused to allow this 
and a caste panchayat had to be called. The 
panchayat sanctioned hermarriageelsewhcre. 
But at a crucial juncture, the wedding 
ceremony was forcibly stopped by the in¬ 
laws. Even the panchayat decision was not 
honoured. Asha remains a widow. Narrated 
by Dheer Singh, village Asaudha Todran, 
August 9-10, 1990. 

80 Pauline Kolenda, Regional Differences in 
Family Structure in India, Rawat Publications, 
Jaipur. 1987, pp 289-354. 

81 For substantial contribution of women of 
different social strata to the occupational 
continuity of a caste group as also taking over 
of the tasks of their menfolk who may have 
left their caste occupations see Leela Dube. 
‘Caste and Women’ in M N Srinivos (ed), 
Ca.ste: Its Twentieth Century Avatar, Viking 
Penguin, New Delhi, 1996, pp 1-27. 

82 For similar observations see also Derne, 
Culture in Action, pp 40-47. 

83 See Hindu Succession Act, No XXX of 1956 
in Sunderlal T Desai. Mulla Principles of 
Hindu Low, N M Tripathi, Bombay, thirteenth 
edition, 1966. 

84 For details sec Chowdhry. The Veiled Women, 
pp .308-73. 

85 Ibid, p 342; also sec Kolenda, Regional 
Differences, pp 306-07. 

86 For varied view points on caste specially in 
the context of the complex political economy 
of modern India see collection of articles 
edited by Srinivas, Caste: Its Twentieth 
Century Avatar and Village, Caste, Gender 
and Method. Also see those edited by Fuller 
in Caste Today. 
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Sorry State of Agricultural Wage Data 

Sources and Methods of Collection 

Jayanti Ghanekar 

Discussion about the impact of the New Economic Policy only casually refers to agricultural labourers and 
their wages. Further, the methods of wage data collection seem to have attracted negligible attention of researchers 
and the government agencies collecting and publishing such data. The attitude of indifference also gets reflected 
in the manner the problem of minimum wage determination is handled. Though the labour unions have done 
commendable work on this issue, they have not been able to get a proper minimum wage determined. Therefore, 
understanding various sources of wage data and their respective methods of collection is important to get 
qualitatively reliable data. 


THE discussion on (he New Economic Policy 
(NEP) and liberalisation of the Indian 
economy has encompassed all the sectors of 
the economy. Starting with the industrial 
sector, the discussion has been now focused 
on the role to be played by agricultural sector 
in the new economic environment and (he 
changed environment's effect on the sector. 
But the discussion has mainly been 
concentrated on the product market of the 
agricultural sector and the investment 
potential includingexpansion into new areas 
of agri-business, potential for agricultural 
exports, role of PDS and other government 
interventions in general. As far as the factor 
market is concerned, the issue of subsidies 
- especially fertiliser and credit - is the 
major issue which has been taken up for 
discussion. The important factor market 
which has not received serious consideration 
by the re.scarchcrs is the agricultural labour 
market. There can be no denial that 
agricultural labourers constitutca significant 
proportion of the total labour force of the 
country. As reflected from various socio¬ 
economic indicators like their annual income, 
real wage rates, consumption expenditure, 
asset holding, level of indebtedness, etc, this 
group constitutes a major part of the lowest 
strata of the society. The possibilities of 
absorption of these unskilled labourers into 
newly expanding areas of agricultural and 
non-agricultural employment on the 
background of NEP (a smooth Lewis 
process) have not been discussed. Similarly, 
the probability of adverse effect on the 
labourers in terms of falPng real wages due 
to general rise in prices.entry of new labourers 
into agricultural sector due to increasing 
capital intensity and- closing down of 
inefficient enterprises has eluded the 
discussion. Thus, there is a general 
indifference towards the issues and problems 
concerning agricultural labourers. Not many 
studies have taken place as yet to consider 
the impact of NEP and liberalisation on 
agricultural labour situation. Only a few 
studies can be noted in this regard [Rao 
1994; Vyas 1993]. 


A general review of the studies on 
agricultural labourers also shows that this 
has remained relatively an underexplorcd, 
if not unexplored, area. Such studies have 
concentrated on issues like the emergence 
of agricultural labourers, structure and 
compositionofiabour market, labourmarket- 
practices, trends in wage rates, etc. These 
issues have been studied in detail only in the 
context of a few states like Punjab, Haryana, 
Kerala andWestBengaUBhalla 1976,1981; 
BardhanandRudra 1978,1981,1983,1987; 
Santra 1974; Sidhu and Grewal 1990; Sidhu 
1991, etc]. On the theoretical front too, the 
prevalent theories or hypotheses do not 
adequately explain the process of wage- 
determination in the agricultural labour 
market. Similarly, no conclusive statement 
can be made about the applicability of the 
prevalent theories as they have not been 
tested widely. Among the various issues, the 
wage rates of agricultural labourers have 
remained underexplored. As far as the 
prevailing wageratesof agricultural labourers 
are concerned, the studies have focused on 
three issues - (I) nature of trends in money 
and real wage rates, (2) factors affecting 
wage rates and (3) inter-regional differenees. 
The important issue of minimum wage rates 
seems to have attracted discussions more 
from the labour unions and the activists 
rather than the leseamhers. With the exception 
of leportsof the committees set up for revision 
of minimum wages by various state 
governments, no significant studies can be 
noted in this regard. 

A tew studies in early 1970s, which 
considered the time period from 1956-57 to 
1970-71 to find out the nature of the trends 
in wage rates recorded that the real wage 
rates have remained stagnant or declined in 
almost all the states with a few exceptions 
like Punjab, Haryana, Kerala (Kiishnaji 1971; 
Herdt and Baker 1972; Bardhan 1973; Jose 
1974]. On the background of introduction 
of new agricultural techrtology in mid-1960s, 
these studies concluded that agricultural 
labourers have not reaped the benefits of the 
new technology and the consequent increase 


in agricultural output. These arguments were 
later contradicted by Lai (1976). Using the 
NSS data for the period 1956-57 to 1970-71, 
he observed an incrca.se in real wages in ail 
the states after 1964-65. Drawing on the 
strength of Rao’s (1972) conclusions that 
AWP data arc less reliable than the NSS 
data, he comments that earlier studies came 
to the conclusion of failing or stagnant real 
wages with agricultural growth rate, partly 
because of the use of an unreliable data 
source, AWI. 

Thus, a careful study of various sources 
of wage d(Ua happens to be the prerequisite 
of discussion on trends in wage rates. This 
calls for scrutiny of the exact methods by 
which the data is collected. Money or real 
wage rate is one of the important economic 
indicators for casual, landless and 
unorganised labourers; it has implications 
for other variables like demand forand supply 
of labourers, mechanisation of agriculture, 
cu.st of cultivation, etc. The discussion 
regarding nature of (rends in wage rates 
hinges on proper choice of the source and 
base of wage data and any error in this might 
lead to more controversies, especially when 
different studies use different sources for 
analyses. As wage rates of agricultural 
labourers have remained an underexplored 
area in the economic literature, 'methods of 
wage data collection' also seem to have 
attracted negligible attention of the 
researchers and the government agencies 
collecting and publishing such data possibly 
because these data are rarely utilised for any 
further processing. As a result, this raises 
questions regarding reliability of the data 
and about implications of the results based 
on the available data. Hence, it is important 
to understand various sources of agricultural 
wage data, exact methods of wage data 
collection and probable errors involved in 
collection procedure. Only a properly 
collecteddata set can help in drawing correct 
inferences regarding the nature of trends in 
wage rates. 

The present article intends to take up this 
i ssue. viz, the methods of collection of wage 
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data, as there are only a few studies which 
have gone into details of this issue. At the 
outset, it is essential to make it clear that it 
is not possibletoanalysetheexisting methods 
of collection in every state as the methods 
vary across the states. Hence, only one state, 
Maharashtra, has been considered for the 
purpose of discussion. Probably the results 
may apply to the other states. Similarly, the 
discussion has been restricted only to two 
data sources, i e, ‘Agricultural Wages in 
India’ (AWI) and ‘Season and Crop Report’ 
(SCR) which are typical to the state with 
respect to the methods of collection of wage 
dau. 

The paper is divided into four parts. *1116 
first part relates to a general discussion on 
various prevailing sources of agricultural 
wage data in India. The second part deals 
with the features of methods of wage data 
collection with respect to AWI and SCR in 
Maharashtra. The discussion centres around 
minimum wage legislation in the third part 
and the fourth part deals with the probable 
alternative method of wage data collection. 

I 

Sources of Agricultural Wage Data 
in India 

At present, there are three sources of 
agricultural wage data in India. These are 
‘Season and Crop Reports (SCRs), 
‘Agricultural Wages in India’ (AWI) and the 
‘Rural Labour Enquiries' (RLE). The SCRs 
are published annually by the state 
governments and contain districtwise, 
monthly flgures of daily money wage rates 
of male, female and child labourers. This 
source gives continuous time series data. 
AWI, also a source of continuous data, is 
the annual publication of the directorate of 
economics and statistics (DES), ministry of 
agriculture, government of India. It gives 
monthly figures of daily money wage rates 
of male, female and child field-labourers. 
The RLE data (henceforth called as NSS 
data), is collected by the NSS and published 
by Labour Bureau, Simla. The enquiries are 
conducted once in every four years and give 
figures of operationwisc, annual averagedaily 
money wage earnings of male, female and ■ 
child labourers. One more source of 
discontinuous data was from the reports of 
farm management studies which were 
conducted only for a few selected districts 
for a few selected years before 1970 and 
discontinued thereafter. Hence, the.se reports 
cannot be treated as sources of wage data 
as such today. 

Among the three sources, the NSS data 
is considered to be a qualitatively better 
source of wage data because of two factors. 
Firstly, these data are collected by trained 
investigators and .secondly, the presentation 
incorporates seasonal fluctuations. This data. 


therefore, providM a norm for other two 
sources of wage data. It is often used for 
cross-section analysis and for the purpose 
of comparison between different points of 
time. As this source gives data at distinctive 
points of time, it is not amenable for time- 
series analysis. 

The NSS data is collected by the 
investigators under the regional offices once 
inevery month from the ‘retail pricecentres’^ 
and is sent directly to Labour Bureau, Simla, 
after a primary scrutiny. Though the data is 
collect^ year after year, only the data relating 
to a particular year is given in the RLE report 
which is published once in every four years, 
e g, so far, five RLEs have been conducted 
in the years 1963-65, 1974-75, 1977-78, 
1983-84 and 1987-88, respectively. One of 
the features of NSS wage data is that the 
wage rate reported reflects the total cash 
payment (including the value ofkind receipts) 
m^e to the labourers for normal hours of 
work. The format provided to NSS for filling 
up the data is common to all the states. 
Hence, the data are comparable across 
geographical units (states). As against this, 
the often used data from AWI is collected 
by the individual state governments by 
employing state level machinery. Therefore, 
the collection agencies differ across the states 
making these data not strictly comparable. 
For collection of the AWI data, DES has 
provided a standard pro forma along with 
the instructions (in the Appendix of every 
issue of AWI) on the concept of wage rate, 
periodicity, agency to be employed, 
consolidation of the data and the selection 
of centres. The.se instructions call for 
reporting of ‘most commonly current wage 
rate' reflecting cash and kind payments, 
punctual submission of monthly returns (i e, 
before the second week of the current month) 
to the DES and the scrutiny at the district 
headquarters. Similarly, these data are 
required t,o be collected from the centres 
which adequately represent the agricultural 
conditions in the state. Thus, though the 
agencies are different in different states, the 
underlying scheme possibly remains 
common to all the states. The SCR data is 
published by the respective state 
governments. Hence, the collecting agencies 
as welf as the methods of collection or the 
schemes of data collection will differ across 
the .states. 

V.a'ious sources of wage data and their 
reliability were first discussed by V M Rao 
(1972). He made an attempt to evaluate 
reliability of agricultural wage data reported 
in AWI by comparing it with other data sets, 
i e, NSS and FMS. He describes three 
probable approaches for handling the i.ssue. 
Firstly, the direct approach is to evaluate the 
working of the scheme with respect to various 
aspects including agencies involved, stages 
in the process, methods used and the 


efticiemq^ of the scheme of ebllectioh. lihe 
other two approaches are imhrect. The first 
is to discover deficiencies in data by using 
them in trial analysis relating to regions and 
periods covered by the past researchers and 
the second is to discover the deficiencies by 
comparing the variationshownbydatadraw^ 
from more acceptable sources. By preferring 
to base the analysis on the last approach, Rao 
goes on to check the reliabiliy of the AWI 
data by comparing it with the NSS and FMS 
wage data. The present paper considers the 
first approach as described by Rao. This is 
discus.sed in the next section. 

U 

Methods of Wage Data Collection i 
in Maharashtra 

There have been few studies which have 
comprehensively dealt with various issues 
of agricultural labourers, viz, labour market. 
structure and practices, trends in real wage 
rates, inter-regional variations, gender 
disparities, etc, in case of Maharashtra. 
Among the existing ones, the studies bf 
Acharya and Panwalkar (1989), C R Reddy 
(1985) can be noted. Similarly, there arc 
studies which have analysed trends and 
variations in wage rates across the states 
including Maharashtra [Jose 1988; Acharya 
and Papanek 1989; Acharya 1989J. Almost 
all the .studies have utilised the AWI data , 
for the purpose. Wage rate data generated 
by the agricultural depaitment in SCR seems 
to have been neglected for any analysis so 
far. This might be because of the prevailing 
practice of using either NSS or AWI data 
or because no attempts were made for district 
level analysis. Nevertheless, this source has 
been incorporated here along with AWI as 
this provides an easily available 
comprehensive, data base.^ 

First of all, it is essential to note the broad 
features of the methods of collection of wage 
data for AWI and SCR in Maharashtra. The 
Table 1 ptovidesinformationregardingthc.se 
broad features. The table reveals that AWI 
data is more systematic with respect to its 
method of collection. As per the instruction 
of the DES to appoint any suitable machinery j 
for the purpose, the erstwhile Bombay gov¬ 
ernment issued a resolution (No 7680/36. | 
June 26, 1950). To quote: 

The Statistics shou Id be collected each nionih 
. in the districts by the Mamlatdars and the 
Mahalkaris in the proforma appended to the 
Scheme and forwarded to the Collectors 
concerned who should scrutinise then 
properly and then forward one copy of the 
return to the Deputy Commissioner of Laboth 
(Information), Bombay and one to th 
Director of Agriculture, Bombay State| 
Poona, by the lOth of the following inonti 
The collector should be held responsible fd 
the accuracy and punctual submission of ti 
returns. The Deputy Commissioner of L 
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shouMconsolidateaUiiieretunitandforward 
the consolidated monthly Kturns to the 
Directorate of Economics and Statistics, 
Government of India. Ministry of 
Agriculture. 

Correspondence with theofficiais in office 
of ttelabourcommissioner revealed that the 
actual practice of wage data collection 
conforms broadly with the government 
resolution (GR). As far as the channel of 
transmission is concerned, it was also 
confirmed that the office of mamalatdar or 
tahsildar is responsible for collection of wage 
statistics but the GR is not clear about the 
actual primary reporting agency. It is also 
not clear from the GR if the statistics is 
collected after consultations with talathis 
(village accountants) or other concerned 
people or particular respondents (e g, 
agricultural labourers or farmers). This could 
not be confirmed from the meetings with 
various government officials also. There are 
deselected ‘tahsil’ centres fordatacollection 
spread across 2S districts of Maharashtra. It 
was observed that in practice too. the centres 
included in various issues of AWI broadly 
conform to the given list of centres with a 
few exceptions. Neveithcless, the scheme is 
not free from flaws. Two important problems 
could be noted in this regard. Firstly, though 
the state government is required to select the 
collection centres so as to represent the 
various agro-climatic conditions in the 
district, a look at the prescribed centres reveals 
that these cannot be said to be representative 
centres of the districts. These do not 
necessarily fully represent the three distinct 
labour markets prevailing in the state of 
Maharashtra.'* vi/, western, central and 
eastern Maharashtra. Central Maharashtra 
remains under-represented with the districts 
Beed and Nanded not getting any place in 
the list of selected centres. Similarly, some 
blocks can be noted in other parts of 
Maharashtra which remain unrepresented, 
e g, north-west Maharashtra, parts of eastern 
Maharashtra. Not only the labour market 
regions are not completely represented by 
the districts, the districts themselves arc 
mostly repfe.sented by not more than one 
selected tahsil centre, which may not reflect 
heterogeneity in the labour market. This is 
particularly true of Nasik, Pune and Thane 
districts, which can be divided into distinct 
agro-climatic regions. Hence, selection of 
only one centre per district in these cases 
possibly fails to capture the heterogeneity 
in the agro-climatic conditions and therefore 
variations in wage rates. Secondly, though 
according to the instructions in the scheme, 
information should be collected from each 
district or (if not possible) at least onedistrict 
for every five in an administrative division, 
the actual list of districts included in various 
publications of AWI do not conform to this 
stipulation. The following table gives a list 


of the districts and the respective qentres for 
a few selected years. 

This list shows that though Pune division 
(including New Nagar division), Nagpur 
division (including New Nagpur and 
Amaravati divisions) are well represented. 
Bombay division (including New Konkan 
and Nasik divisions) has not been properly 
represented in these years. It also comes out 
that only a few distrirts send information to 
the labourcommi$.sioner's office. Such non¬ 
reporting of the data might be the possible 
reason for inadequate representation o( the 
state in terms of districts. The example of 
Pune district can be noted in this respect. 
Pune district has been rarely included in the 
AWI data centres and it was revealed from 
theofficeofinspectorofLand Records under 
District Collectorate, Pune, that the data is 
not sent to the Labour Commissioner’s 


Office. A look at the issues of AWI fij 
1960-61 to 1991-92 showed thatintheinij 
years,ie,in 1960sand 1970s,morenun^ 
of districts were included in the list and w 
represented by almost all respective cetH 
or at least by more than one centre, A 
issues in later years show that comparativ 
only a few districts arc included in the 
and are represented by only one centre ^ 
this centre also keeps on changing from « 
year to the other. This i$ also seen fij 
Tabic 2 especially in the case of distrj 
Kolhapur, Amaravati and Bhandara. Aq 
from the problem of inadequ. 
representation of centres and districts of 
stale, the scheme also suffers from 
problem of non-scrutiny of the data. Thoi) 
it is not possible to confirm this for all 
districts, our enquiries revealed that i^ 
quite plausible that thedata is not scrutinii 


Table I: Broad Features or Methods of Waoe Data Collection in Maharashti^ 


Season and Crop Report Agricultural Wages in India 


Publishing 

agency 

Reference 

region 

Reference 

rule.s/ 

instructions/ 

circulars 


Department of Agriculture, 
Government of Maharashtra, Pune 
All talukas in district 

Not clearly stated 


Directorate of Economics and. Statistic^ 
Government of India, Delhi ‘ 

Prescribed tahsil centres across difleiei' 
districts i 

GR no 7680/36, June 26. 1950 and the! 
instructions provided along with the | 
^ro forma in appendix of AWI issues | 


Concept of 
wage rate used 

Channel of 
transmission 

Field 

invesligalion 
District level 
consolidation 


Not clearly stated 

From tahsil office to the 
district collectorate to the 
agricultural department 
By lehsil office 

DILR office under collectorate 


Most commonly current total cash wa^ 
rate (cash + kind) during a month' 

From tehsil office to the district collectol 
to the labour commissioner to DES 

By tahsil office 

District collectorate 


Stale level Agricultural department Labour bureau 

consolidation 


Note: UILR s District Inspector of Land Records. 

Source: Meetings and correspondence with the officials in various government offices, viz, 
district collectorate. Pune; agricultural department, Pune; Bureau of Economica : 
Statistics, government of Maharashtra, Pune and Bombay and the office of the 
commissioner, Bombay. 


Table 2 1.i.st of Distrkts and CnRRisptiNoiNG 1 'ahsil Centres or Wage Data Collection for /If 


Districts 


.Selected Tahsil Centres 


1982-83 

”)8,3-84 

1984-85 

1985-86 

Kolaba 

* 

Mahad 

* 

Mahad 

Dhule 

1 » 

» 

Kapadne 

Kapadne 

Sangli 

Atpadi 

Atpadi 

* 


Kolhapur 

Hatkanangle 

Panhala 

Kudoli 

Bhudargad 

Latur 

Latur 

Latur 

• 

« 

C .nianabad 

Bemli 

* 

Bemli 

* 

Amaravati 

Amaravati 

Amaravati 

Pohra 

Nandgad Pelk 

Akola 

Mangrulpir 

Mangrulpir 

Mangrulpir 

Mangrulpir 

Wardha 

Seloo 

Seloo 

• 


Nagpur 

Narfched 

Narkhed 

Narfched 

Narkhed 

Bhandara 


Gondia 

Sakoli 

Gondia 

Chandrapur 

Mul 

Mul 

« 

* 


Note: * indicates that the district is not included in the AWI list for that year. 
Source: Issues of AWI from 1982-83 to 1985-86. 
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. at thedistrict headquarters as required under 
the GR. As a result, any reporting error in 
the data might get carried over till the last 
stage. Moreover, the data is not collected 
from trained personnel. 

The next point regarding the existing 
Kheme of collection is about the concept of 
wage used in the scheme. As mentioned by 
Rao (1972), though the scheme defines the 
concept of wage, it is not very clear. Wage 
rate to be reported is defined as the ‘most 
commonly current’ wage rate of the month 
and also includes the value of receipts in 
kind. But what is not clear is the meaning 
of the term ‘most commonly current’. The 
instructions in AWI issues or the GR do not 
mention the reference point and respondents 
(cultivators, agricultural labourers, etc) for 
data collection. Similarly, clear instructions 
are not given about the conversion of the 
receipts in kind into cash. Possibly these 
things are left to the common sense of the 
actual reporting agents creating aggregation 
errors. 

Rao (1972) further commented that the 
representation of the better off districts of 
the state leads to an upward bias in the AWI 
data as compared to NSS data. This was also 
observed in the study by Acharya and 
Panwalkar (1989). One more shortfall of the 
AWI data is that it docs nut reflect any 
seasonal fluctuations [Rao 1972; Krishnaji 
1971; Jose 1974|. But the actual field 
investigators, especially the trained 
investigators of NSS, do nut observe any 
drastic differences in the wage rate across 
seasons. This was told by the officials in the 
regional office of the NSS, Pune. Hence, this 
cannot be called as a serious flaw. On the 
background of these difficulties the major 
problem in using the data reported in AWI 
seems to be inadequate representation of the 
districts and the centres therein. 

The other source of continuous data, i e, 
SCR, is the only source of continuous data 
providing information on every district (and 
every talukaat disaggregate level). Therefore, 
this data can be used not only for time-series 
analysis but also for a detailed cross-section 


tulalysis, Howmr. this source also has its 
(lufre of problems. The SCRs mention the 
basic source of data as the land revenue 
records. A look at the government’s book 
on rules regarding land revenue reveals that 
the taiathi has to fill form no 11 which relates 
to information on crops and land of the 
village. Hiis provides basic data source for 
the SCR. But form no 11 does not include 
any column for reporting the information on 
wageratesof agricultural labourers. Enquiries 
with a few talathis also revealed that such 
information is not filled by them. Thus, there 
seems to be no written record of the prevaili ng 
wage rates at the village level. It is possible 
that the actual investigators under the tahsil 
office who collect the other agricultural 
statistics from taiathi for SCR (e g, circle 
in.spectors) also report wage rales cither out 
of their ‘fairly well’ knowledge of the 
surrounding conditions or after consulting 
‘knowledgeable persons’ in the villages 
concerned. The officials in various relevant 
offices, viz, agricultural department 
(government of Maharashtra, Pune), collector 
office (Pune), tahsil office (Haveli taluka, 
Pune) seemed to he totally ignorant about 
existence of any guidelines, regulations, or 
formats governing the data collection 
procedure. This makes difficult to assess the 
existing practice of data collection in the 
absence of any guidelines. 

'The actual machinery of data collection 
is somewhat similar to that in the case of 
AWI. In this case too, tahsil office provides 
information on agricultural wages of the 
taluka and submits the records to the inspector 
of Land Records under the district 
colicctoratc, where information is 
consolidated at the district level. The 
collector's office in turn sends the data to 
the agricultural department, where district 
level data is consolidated at the state level. 
In the ab.sencc of guidlines, rules or any 
explicit tradition, the actual process of wage 
data collection becomes too simple to provide 
any important information. The aspects such 
asconceptof wage used, method of reporting 
the average wage of the taluka, the reference 


point' for reporting tn the month and the 
reference unit (cultivator or agricultural 
labourer) are left to thediscretionbrjudgment 
of the actual collection agencies. Similarly, 
no information exists regarding the 
requirements about the periodicity of data 
collection, punctual submission and the 
scrutiny of the data collected. As a result, 
the SCR data schedules contain only 
talukawise figures of wage rates for normtd 
working hours of male, female and child 
labourers. 

However, one advantage of the SCTR data 
in spite of absence of the guidelines, is that 
at least theoretically it represents the whole 
state as such because information regarding 
every taluka of every district is collected. 
But the absence of guidelines regarding 
.scrutiny of the data as mentioned above, and 
the actual absence of scrutiny at all the 
possible levels raises serious doubts about 
the reliability and quality of this data. Our 
enquiries with the district collectorate (Pune) 
revealed that there is neither a practice of 
scrutinising SCR data at that office nor the 
guidelines to that effect. Only the district 
level totals of wage rates and not the 
individual taluka figures arc checked in the 
final .stage in the agricultural department. As 
a result, the errors in recording are carried 
over till the last stage. The disaggregated 
level data shows several problems which 
possibly do not get corrected in the pro¬ 
cess. Table 3 gives a few examples of such 
problems. 

The figures given above represent monthly 
money wage rates of male and female 
labourers in the talukas Umarga and Udgir 
of Osmanabad district. These figures are 
possibly recording mistakes. Firstly, the 
absolute figures of the wage rate seem to be 
very high for the rain-fcd region like 
Osmanabad. Secondly, the figures show an 
increasing trend from July to June. Thus, the 
slack season wage rates seem to be much 
higher than the peak season wage rates. 
Thirdly, the wage rate figures of Udgir and 
Umargain 1989-90and 1990-91 with respect 
to males and females show vast difference 


Table 3; Money Wage Raics of Male and Female Agricultural Labourers for Some Talukas 


(InRs) 


Year 

District 

(Taluka) 







Months 







July 

August 

September 

October 

November 

December January 

February 

March 

April 

.May 

June 

1989-90 

Osmanabad 

Female 

7 

9 

15 

17 

25 

31 

37 

49 

65 

103 

117 

117 


(Umarga) 

Male 

I.** 

17 

23 

25 

33 

34 

45 

65 

75 

104 

117 

117 

1989-90 

Osmanabad 

Female 

9 

It 

19 

23 

29 

35 

57 

59 

77 

105 

117 

117 


(Umarga) 

Male 

17 

19 

25 

29 

35 

41 

57 

69 

85 

III 

111 

119 


(Udgir) 

Female 

50 

50 

50 

50 

120 

I2C 

90 

90 

90 

90 

160 

100 



Mate 

75 

75 

75 

75 

180 

180 

too 

too 

90 

90 

160 

120 

1990-91 

Osmanabad 

Female 

10 

13 

19 

23 

29 

35 

43 

63. 

95 

ns 

111 

112 


(Umarga) 

Male 

23 

21 

20 

31 

37 

43 

59 

73 

no 

109 

116 

118 


(Udgir) 

Female 

80 

75 

60 

170 

70 

100 

60 

60 

100 

100 

too 

80 



Male 

60 

60 

70 

130 

80 

no 

90 

80 

130 

ISO 

no 

75 


Source: ‘Season and Crop Report’ drafts of dislrictwise disaggregated tables of the years 1989-90,1990-91 (supplied by the collectorates of respective 
districts), Krishi Bhavan, Piine. 
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though the two adjacent talukas haveexactly 
similar agro-climatic conditions. Therefore, 
these figures can be treated as outliers. 

A comparison of the two sources of data 
and the respective methods reveal that the 
basic source and the channel of transmission 
of the data up to a particular point are com¬ 
mon to both. In such a case, the wage data 
collected for the selected tahsil centres in 
the case of AW1 and corresponding taiuka 
figures of SCR wage data .should match. 
Such a comparison was made for a few 
talukas in Maharashtra which is presented 
in Table 4. 

The table contains the figures of daily 
money wage rates of males and females of 
Ratnagiri.Latur. Mul and Brahmpur centres 
of districts Ratnagin, Laturand Chandrapur, 
respectively. The centres arc basically those 
which are included in various publications 
of AWi. Same talukas are picked up from 
SCRs. In most of the cases. SCR wage rates 
(males and females) are higher than the AWI 
wage rales. This was also observed for the 
district level averages which were calculated 
by considering the tahsils representing the 
whole district for AWI and considering all 
the talukas of the district regarding SCRs. 
The observed discrepancy is inexplicable as 
the basic source and the channel of 
transmission of the wage data up to a point 
is common for AWI and SCR. The monthly 
figures show that the wage rates reported in 
SCR are generally reported for all the months 
of the years concerned, for all the talukas 
of districts - both for males and females. As 
against this, wage rate is reported for only 
a few months of the year in the ca.se of AWI. 
It is difficult to explain the upward bias in 
SCR data with respect to AWI data. Large 
difference in some cu.scs and variance in the 
patternofreportingcannolbcfully explained 
in the absence of detailed information 
regarding actual primary reporting agencies, 
respondents and method of reporting average 
taiuka wage rate in case, of SCR as well as 
AWI. The only possible reason might be the 
difference in the primary reporting agencies 
under tahsil office and their own biases and 
respective practices of reporting average 
wage rate of the taiuka. A comparison of 
state level average figures for AWI and SCR 
was also attempted. Tliis shows a different 
picture as is clear from T able S. 

The state average figures taken from AWI 
were available only from 1981-82 onwards 
for males only. Therefore, to have a longer 
time penod for comparison, districtwise 
annual average figures from 1970 onwards 
were derived from AWI and SCR data for 
male labourers. Though generally. SCR 
average wage rates are higher than wage 
rates reported in AWI, the difference is 
smaller except in a few cases and on the 
whole figures are close to each other. The 
difference is greater in some years as the 


pattern of increase is different in two cases. 
The wage rate figures for 1990-91 and 
1991 -92 arc seen to be almost similar. Thus, 
the differences in SCR and AWI data which 
exist at taiuka and di.stricl level do not feature 
at the slate level possibly due to averaging 
process over the districts. This exercise has 
to be carried out on a large .scale to get firm 
results. The above exercise shows thai lor 
comparison across the states. .SCR and AWI 
might be equally usef ul but for disaggregate 
level analysis, i c, for inter-district analysis 
(temporal and spatial), SCR would prove to 
be a convenient daia source. 

As against the diftercnccs in the data sets 
a few common Haws also can be noted in 
both the cases. Firstly, the collection of 
agricultural wage data is considered as an 
extremely minor duty amongst other 
important ones. This was expressed by the 
officials collecting and reporting these data. 
Hence, an attitude ol indifference creeps in 
the field investigators as well as other agencies 
involved in the procedure. The officials in 
various government offices seemed to be 
Ignorant about the existence of three distinct 
sourcesofwagedatalincluding that received 
by Bureau of Economics and .Statistics, 
Bombay, .see note .1) and the respective 
methods of data collection and hence 
appeared confused or gave incorrect answers 
when asked about it. Secondly, it seems that 
the data arc not properly scrutinised in both 
the cases. This, along with the indifference 
mentioned above, possibly leads to a large 
number of recording mistakes which remain 
uncorrected. Thirdly, it can be noted that 
whatever be the data source and the primary 
reporting agency, the actu.il wage rate 
received is never reported. It is always the 
wage rate paid which is recorded. In other 
words, it is the expenditure on labour rather 
than the wage rate received by the agricul¬ 
tural labouiers which gets reported. In ihc 
ca.se of NSS data too, though the data arc 
collected for RLE reports on labour house¬ 
holds, the investigators report the wage rales 


after consulting ‘knowledgeable persons’, 
c g, talalhis, sarpanch, etc, in the village. 
This was revealed from the discussions with 
the officials in the regional office of NSS. 
Pune. Even the format does not include any 
column for the labour households as 
respondents. For AWI data loo - though it 
is not very clear as to who actually collects 
the data from the centres - it is felt that the 
investigators rcpoit the data after cun.sultation 
with ‘knowledgeable people' or on the basis 
of their own knowledge. This is also true 
for the SCR data. The issue becomes 
important when the secondary data shows 
market wage rates to be above the minimum 
wages I n al I the districts and the labour union 
activists claim otherwise. Tins has been dealt 
with in the next section. 

Tabu-. 5- Comparison or Averaoh Oailv Wage 
Raies of Ackicui.torai. Lahoiirlks (Males) 

IN Maharashtra 

|/n »s) 


Year 


AWI 

•SCI 

1971 


2 96 

3.04 

1972 


3.04 

3.06 

I97.t 


NA 

3..32 

1974 


3.38 

3.59 

I97.S 


3 88 

3.80 

1976 


3 50 

3.92 

1977 


3.25 

4.27 

1978 


3.99 

4.47 

1979 


4.52 

4.84 

1980 


5.10 

5.67 

1981 


5 22 

6.18 

1982 


5 79 

7 53 

1983 


6 52 

8.87 

1984 


7.81 

971 

198.*= 


10.66 

10.60 

1986 


11 36 

11.76 

1987 


10 97 

13 II 

1988 


11 96 

15.14 

1989 


13 43 

16.46 

1990 


1758 

18.16 

1991 


20.12 

20.17 

1992 


22 86 

22.19 


Siiurcr. Various issues of .SCR and AWI from 


IV70-7I lo 1991-y2. 


Table 4: Comparison of Tai ukawisf. AWI ani> SCR Data 

(/« Rx) 


nistrict 

(Centre) 

Year 

Males 

Females 

SCR 

AWI 

SCR 

AWI 

Ratnagin 

1988-89 

20.00 

25.00 

15.00 

18.00 

(Ratnagin) 

1989-90 

3t).(K) 

30.50 

25.00 

20.50 


1991-92 

30IH) 

30 IH) 

25.00 

25.00 

Lalur 

1982-83 

15.00 

7.50 

10.00 

5.00 

(Lalur) 

1989-90 

30 00 

15.00 

I5{XI 

10.00 


1990-91 

.30 00 

IK 00 

20 00 

12.00 


1991-92 

24.17 

20 (K) 

15.00 

15.00 

Chandrapur 

1982-83 

10 IK) 

4..50 

6.00 

3.00 

(Mul) 

1983-84 

lO.(H) 

5.14 

7(X) 

4.06 

Chandrapur 

1989-90 

20.00 

20.00 

15 00 

20.(K) 

(Bmhmapur) 

1991-92 

25.00 

20 00 

20.(K1 

20.00 


Source: (I) •Agricultural Wages in India’ issues of the given years. (2) ‘Season and Crop 
Report' drafts of districtwise disaggregated tables of the concerned years, Krishi 
Bhavan. Pune. 
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Miminum Wage Lcgblation in 
Maharashtra 

The attitude of indifference towards the 
problems of agricultural labourers also gets 
reflected in the manner in which the issue 
of minimum wages is handled. In 
Maharashtra agricultural development has 
remained restricted to western Maharashtra 
and only pockets of developed area exist in 
the remaining parts of the state to give any 
big push to demand for labour and hence 
to the wage rates. Similarly, the number and 
strength of organisations working for 
agricultural labourers remains very small, 
and large number of labourers remain 
until ^.inised against the powerful lobby of 
politicians-cum-farmers. On this background, 
the issues of fixation of minimum wages 
gains great significance. But the problems 
in the methods of collection of wage data 
coupled with indifferent attitude towards 
handling of the issue of minimum wages 
furthercomplicates the situation particularly 
when policy decisions on agricultural 
labourers are based on the AWI and SCR 
daiaand the pre.scribed minimum wage rates. 

Minimum Wages Act. 1948, of the 
government of India, provides guidelines 
for determination of minimum wages in 
different employments across the country. 
It emphasises the necessity of protection to 
unorgani.sed labour in terms of statutory 
minimum wage as their bargaining capacity 
and hence the wage rates arc low. As far as 
agricultural sector in Maharashlri is 
concerned. Minimum Wages Act was first 
implemented in certain talukas of Thane, 
Parbhani, Amaravati and Yavatmal districts 
of the erstwhile Bombay, Hyderabad and 
CP-Berar regions, respectively, in early 
19S0s. Minimum Wages Acicovering all the 
labourers in the state came into being after 
almost 20 years, i c, in 1974. Subsequent 
revisions were made in 1978, 1983, 1988 
and finally, in 1994. 

Table 6 presents various revisions which 
have taken place as of today and their 
provisions regarding the minimum wages in 
each Tione. 

The table shows that in the last 24 years 
(i e, since 1974 when Minimum Wage Act 
was passed in Maharashtra) the Act has been 
revised four times. The minimum wage for 
the agriculturally backward, drought-prone 
regions, (column iV) has increased from 
Rs 2.5 in 1974 to Rs 20 in 1994. This means 
that the wage rale has increased by Rs 17.5 
(i e, by 700 per cent) whereas, the consumer 
price index (CPI) for agricultural labourers 
increased from 276 in 1974 to 1,067 in 1994, 
i e, by 791 points. Government had set up 
various committees to review the existing 
scheme and recommend changes in it, e g, 
PageCommittcc(l973,1977, l979),Vikhe- 


Patil Committee (1988). The government 
has not necessarily taken into consideration 
all the recommendations of the committees 
constituted and not complied with some of 
the provisions made in the act itself. 
Unfortunately, these recommendations relate 
to the maximum time period within which 
the revision has to be made and the basis 
for such revision. The earlier legislations 
seem to be in conformity with the recom¬ 
mendations of the coiresponding committees. 
Vikhe-Patil Committee( 1988) had prescribed 
maximum period of two years for revision 
but this was not complied with. Even the 
prescribed five-year period as per the Act 
of 1948 was not taken into account. The 
revision which should have taken place in 
1990 as per the recommendation of Vikhc- 
Palil Committee (1988), took place in 1994 
(Co-ordination Committee, 1995). The 
National Commission of Labour which sub¬ 
mitted the report in 1991 also had prescribed 
maximum period of two years for any revi¬ 
sion in minimum wages. During the period 
between 1988 and 1994, CPI for agricultural 
labourers increased by 434 points whereas 
wage rate of the last zone increa.scd only by 
Rs 8 from Rs 12 to Rs 20 (i e, 67 per cent) 
and in that proportion for other zones. It is 
argued that the processof revision was hastily 
completed due to the prcs.surc from the labour 
unions working for the cause and hence the 
revision itself was not based on any scientific 
criterion (Co-ordination Committee 1995). 
The criticism that the minimum wages are 
not based on any scientific criterion is not 
new. The recommendations of Page Com¬ 
mittee (1973) set up to determine minimum 
wages were also criticised on these grounds 
[Bang 1982: Brahmc and Nene 1983]. It was 
pointed out that there was a gross under¬ 
estimation of the calorie requirements of the 
family, the size of the family and that the 
actual composition of the con.sumptionba.sket 
of the labourers was not taken note of. It was 
argued that instead of Rs 2.5 as the minimum 
wage for the last zone, at least Rs 10 should 
have been fixed for that zone for male or 
female, as this is the minimum cost of living 
calculated .scientifically on the basis of 
calorie, protein and other necessities of life 
at the present level of consumption of the 
poor, by Indian Council of Medical Research 


(ICMR) in 1967. The National Commission 
of Labour set up in. 1987 under the 
chairmanship of C H H Rao also considered 
thecaloricrequiiementscalcutatedby ICMR 
(2,400 calories for rural areas and 2,100 
calories for urban areas) as the basis for 
recommendations of the minimum wage. 
Thus, it is clear that the minimum wages 
determined in 1974, which were revised in 
1978 and afterwards, to take into account 
the rising co.st of living, were not based on 
sound footing. Even if we assume that these 
wage rates were determined after taking imo 
account all the possible economic 
considerations in 1974, it can be said that 
at least the revisions should have kept the 
growth rate in the minimum wages adjusted 
for price changes. 

Discussion with the activists in the 
agricultural labourunions reveals that except 
in some regions of Maharashtra, the 
agricultural labourers do not get even the 
pre.scribcd minimum wage. The regions 
which have wage rates more than the mini¬ 
mum wages include western Maharashtra 
and coastal Maharashtra, portionsofirrigated 
agricultural areas across the state and the 
regions in the vici nity of cities and industrially 
well developed areas. In the remaining 
Maharashtra, the activists claim that the 
market wages are lower than the minimum 
wages and the female wages are even lower 
than that, e g, in northern regions of Thane 
where wage rates are much lower than the 
southern regions and in majority of 
Marathwada which comes under zones thre'* 
and four (rain-fed area) demarcated for 
minimum wage fixation. But the average 
minimum wage rates of the districts for both 
males and females shows that the figures 
reported are generally above the prescribed 
minimum at that particular time period for 
the concerned zone. Even the cost of 
cultivation data shows that the wages actually 
paid arc higher than the prescribed minimum 
wages of the states concerned (Report of the 
Committee of Cost of Production of Crops, 
l990).Two possible rea.sonscan be perceived 
for this phenomenon. Firstly, the market 
wage rates being below the minimum do not 
get reflected in the state level average due 
to the averaging process and secondly, the 
practice of reporting paid wages and not the 


Table 6: 2U)Newise* Prescribed Minimum Wage Rates AcaiRDiNU to Government Legislation 


Year of t assing 
of Act/Revision 


21onewise Prescribed Minimum 
Wage Rate (in Rs) 


1 

n 

m 

IV 

Minimum Wage Act. 1974 

3.5 

3.00 

2.5 


Revision of 1978 

5.25 

4.75 

4.25 

3.75 

Revision of 1983 

12 

10 

8 

6 

Revision of 1988 

20 

16 

14 

12 

Revision of 1994 

29 

26 

23 

20 


Note-. * See note no .5 at the end for the description of zones. 

Source: Government notifications on revision of minimum wages, reports of various committees 
set up for determination or revision of minimum wages. 
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vnges actually leceivM, causes difTiculty. 
The possibility of not repotting the actual 
market wage rate, if it is below the minimum, 
and reporting it after inflating to cover the 
minimum, cannot bedenied. Yet,thisiemains 
to be verified. 

In the preface to the Interim Report of the 
Committee set up for review of methodology 
of cost of production of crops (1990), the 
then minister for agriculture admitted 
infrequent revisions in the minimum wages 
and laxity in its effective implementation. 
Active labour unions in various parts of 
Maharashtra are raising their voices against 
infrequent revisions, ineffective implemen¬ 
tation, and luck of any scientific criterion for 
determination of minimum wages as 
mentioned above. The representatives of 
workers appointed in the second Page 
Committee (1977) gave a note of dissent 
against the minimum wages determined by 
the committee as their recommendation 
prescribing Rs 5 as the minimum for the 
fourth zone was not considered [COM 1977]. 
The recommendations presented by various 
llabour unions to the government before the 
revision of 1994 regarding determination of 
minimum wages - especially, arguing that 
the basis for determination should he CPI 
of December 1992 - were not taken note of. 
Thus, though labour unions in Maharashtra 
have played important role in building 
pres.sure against the government for revising 
the minimum wages from time to time, they 
do not seem to have become successful in 
their attempt to get a pro|)er minimum wage 
determined. 

The discussion on minimum wages brings 
out few important things. A proper criterion 
(including calorie, protein and other 
necessities and the price changes) for 
determining minimum wages and prevailing 
vage rates in the agricultural labour market 
should be worked out. The prevailing or the 
market wage rates provide reference point 
for detenmnation of minimum wages. But 
as discussed in the previous section, the 
methods of wage data collection arc not free 
of flaws and the wages are not reported 
properly. The improper base or criterion 
leads to a faulty procedure of minimum 
wage determination. This particular aspect 
reiterates the importance of proper methods 
of collection of wage data. 

IV 

Alternative Method of 

Wage Data Collection 

The general environment of apathy for 
problems of agricultural labourers finally 
boils down to the issue of methods of 
agiicultural wage data collection. With the 
|Central and slate governments disinterested 
the data, the existing methods of data 
collection are neither properly executed nor 
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improved upon over the years. Nevertheless 
there is some scope for improvement and 
changes in the existing schemes. The 
government can provide clear written 
instructions regarding the whole process of 
wage data collection. This should include 
instructions on the channel of transmission 
and the agmteies involved, scrutiny and the 
submission of the data, selection of centres, 
so that the scheme becomes absolutely clear, 
transparent and uniform wherever applied. 
Secondly, a standard pro forma can be 
provided along with the instructions, whcic 
it is not provided (c g, SCR) and the existing 
ones (c g, AWI) can be improved upon. The 
standard pro forma would include among 
other things, clear definition of the concept 
of wage rate to be reported, periodicity of 
the da*,a collection, the respondents and the 
primary reporting agencies. Thirdly. it is felt 
that the revenue records with the talathi 
should include information on wage rates 
too. These wage rates should be the wage 
rates actually received by agricultural 
labourers and not paid by the farmers. Thus, 
the respondents should be the labourers 
themselves. 

As regards the actual procedure of wage 
data collection, one can perceive a three- 
stage stratilled random sampling design tor 
the purpose of collection of wage data. This 
would help in proper collection of data 
without any extra cost or work on account 
ot the collecting agencies. (As far as the 
existing methods are concerned, no such 
sampling design seems to exist). With such 
a scheme, the problem of inadequate 
representation of the districts can be handled, 
by dividing entire Maharashtra into three 
broad'y internally homogeneous labour 
market regions. Each of these regions can 
be further divided into two divisions - one 
of commercial agriculture and the other rain- 
fed division. Two representative talukas can 
be identified in each region. Choosing one 
village from each ol the two talukas. 10 
respondent labourers can be randomly 
selected from each village to collect 
agricultural wage data. This should be 
collected by the talathi himself and entered 
into village revenue accounts. Such a scheme 
can be possibly implemented with little or 
no extra cost as the existing channel of 
transmission would remain the same: only 
the sampling design would change to suit 
the re<|uircmcnts. 

The importance of proper method of 
collection of agricultural wage data cannot 
be undcresumaicd particularly when 
inferences are drawn or policy decisions 
taken on the basis of tiie wage rates - both 
the market and the minium wage rates. 
Callous attitude of the government towards 
the whole issue and absence of any detailed 
study on it, clearly shows that the issue has 
not received enough attention as it should 
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have. Similarly, the recommendations and 
suggestions of the labour unions and activists 
do not seem to be taken into consideration 
by the government in the case of minimum 
wage legislation and revisions therein. A 
proper sampling design and method of wage 
data collection would certainly provide at 
least a reference point for further discussion 
on the problems of wages of agricultural 
labourers. 

Notes 

[The author is grateful to R .S l>;shpandc for his 
valuable suggestions and helpful comments on 
this paper.] 

1 AWI stands for ‘Agricultural Wages in India', 
annual publication ol the Directorate of 
Economics and Statistics, Government of India. 
Delhi 

2 Retail price centres are the selected centres for 
- collection of commodity prices (by NSS) for 
calculation of various price indices. 

3 Apart from these two sources, there exists one , 
more source of wage data which possibly is 
not utilised fur any publication after 
consolidation. There is a separate machinery 
fur collection of this data which is collected 
from 75 proscribed block development ofllce 
centres across different districts. The data is 
actually collected from the fields by the 
extension officers under Zilla Parishod who 
submit the fortnightly reports to the district 
statistical dffice (under the Bureau of 
Economics and .Statistics of the stale 
governiiiciii) which .sends the data to the Bureau 
itself as well as to the office of labour 
cuiiiinissioncr, Bombay, which sends the data 
to the agricultural depamticitt. It was told by 
the officials in the Bureau that the data is 
consolidated ai the stale level and is kept aside. 

It is not even included in the Bureau's 
publication ~ Et momu- Survey Therefore, the 
purpose behind the collection of this wage data 
could not be fully a.\ccilaincd. 

4 Maharashtra can be divided into three distinct 
labour market regions, viz, western, central 
and eastern Maharashtra, each of which is 
broadly homogeneous internally as far as the 
agro-climatic conditions, labour market 
practices and other aspects of labour market 
are concerned. 

5 Entire Mahara.shtra was dtvided into three 
zones for fixation of minimum wage rates 
Whereas the first zone included regions in the 
vicinity of towns and cities, the third zone 
includeddrought-prone oreasof the slate. With 
the revision of minimum wages in 1978. four 
zones were demarcated instead of three, the 
third and the fourth including drought-prone 
area.s of the state 
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Collective Villages in the Chinese Market - H 

Dev NaUian 
Govind Kelkar 

This paper studies the functioning of collectives in China's market system. How do they combine welfare 
provisions with the need for efficiency? How do they solve the free rider’ problem discussed in relation to common 
property systems? Given that there does not exist a separate class of owners, do the collectives lead to a higher 
income level for the producers? Do they have a tendency to distribute more as benefits to workers and accumulate 
less than standard capitalist firms? Can one identify a stratum of managers within the collectives? If so, what 
are their relations to the workers? 

The process of market reform in China has led to many observable changes in the role and status of women. 
Do the collective villages show any differences in the matter of evolving gender relations ? Are collective villages 
better able to take environmental considerations into account? 

Overall, do producers fare better in the collective villages as compared to the usual post-Reform villages? 

These are some of the questions explored in this .study of four villages. After brieflv introducing the villages 


and their history, the paper analy.y 
[The paper is published in two p 

VI 

Gender Roles and Relations 

GENDER roles and relations will be 
discussed in the context ot the labour force 
and its composition, the family, marri.age 
and inheritance and the corporate role of the 
family. 

In iHr Labour Foro, 

Three of the collective villages. Nanjie. 
Liuminying and Htiaxi, have one woman 
each in the village party committee and 
corresponding village enterprise committee. 
Each of them also has a few women as 
enterprise managers or deputy managers. 
Theexcepiion is Hanehunhc, which does not 
have a single woman in any important post, 
either in the party eommiitce or the village 
company. 

Below the managerial and leadership 
positi ons, among the workers jobs arc di v i ded 
on the basis of being light or heavy, skilled 
orunskillcd. What a person, man or woman, 
earns depends on whether the person is 
skilled or unskilled, and in unskilled, 
whether the person does heavy or light 
labour. For instance, work in the noodle 
production line is light, while work in the 
flour mill is heavy and pays more than 
the former. Skilled work, of course, is 
paid more than unskilled work. 

Incach of the.se binomial divisions (skilled 
and unskilled; light and heavy) it is women 
who are in the lower end, while men are 
concentrated in the higher, better-paying end. 
In Nanjie, women and that too migrant women 
are 80 per cent of the labour force in the 
niHxlle factory; while men are concentrated 
in the flour mill, the beer brewery, printing 
plant, and so on - all skilled or heavy jobs. 
The noodle factory is the acknowledged 
main factory or ‘dragon head’ in Nanjic’s 
growth. 


cs different aspects of the functioning i 
arts. The first part appeared last week. 

.Similarly, the 'dragon head' of iiuaxi is 
the woollen textile mill. In this too there is 
a concentration of women, migrant women, 
in unskilled and light jobs. In the better-paid, 
skilled and heavy jobs in the steel mills there 
IS a preponderance of men. 

Even where there is an equalisation ot 
laboui earnings across enterprises, as in 
Liuminying and Nanjie, there is still a 
difference tn workers' earnings m each 
ciitcrpi ISC on the basis of the tyfie of labour, 
skilled or unskilled, heavy nr light. That 
women arc on the whole confined to the 
lower-paid unskilled or light jobs dues not 
seem to he questioned at all in these villages. 
Leaders argued that thi.s tyite of division of 
the labour force is a feature of ‘Chinc.se 
culture’. The division of labour in the 
workforce is so well-established that it 
seems a necessary part ol a culture, a pri¬ 
mordial culture dating way back into the 
Confucian past 

But it IS not only the intiucncc of the past 
in the lot mof ‘culture’ that is important. One 
must also look at Ihe factors that exist today 
to pcrpctiiatcthisdivisionof labour. Geiiamly 
the eiTecl of history is there in ideas tin t 
arc still current. Even when there was no 
income constraint, requiring the family to 
choo.se between educating the son or the 
daughter, we found that girls did not study 
as long as boys. At times wc were told that 
it was not girls' job to study as much as boys. 
But strengthening this idea, or giving it 
current validity, is the pattern of marriage 
and post-maritdl residence. Women arc 
cxpccteii to go away to their husbands' 
villages after marriage. The income that a 
daughter might subsequently earn is lost to 
her parents. 

The influcnceof thispost-marital residence 
pattern on girls' education is particularly 
important where houses arc personally 
owned, as in Huaxi, Liuminying or 


collective villages. 


Hanehunhc. Nanjie. on the other hand, with 
its village-owned hou.ses, is not only insisting 
on the continued education of its girls (beyond 
the nationaliy-compulsory middle school) 
but has even begun to encourage matrilocal 
marriages. 

While post-marital residence pattern has 
its inllucncc on the educational level of 
women, fiousehold responsibilities further 
affect their carcci opportunities. After- 
cliildbiith a woman usually slays home for 
at least one year. From the second year, as 
in Liuminying. it is the rcsponstbility of Ihe 
motlier-iii-law to look alter the child, tijl the 
child IS ready to go to the kindergarten. More 
im|tonant is the cfleci ot the daily grind of 
household work on career opportunities. In 
Nanjie village women pieviously u.scd to 
want to work in the factories, and this would 
have cxpo.sed them to new sy.stums and 
knowledge. But this tendency has fallen, 
because with field and other work women 
can be flexible about c.nnbining their jobs 
with household responsibilities. 

The constraint ot combining household 
duties with income-earning rcsponslbilittes 
means that women find it difficult to 
participate in such work as requires more 
than the usual eight-hour working day and 
thus cannot as fully acquire the new 
knowledge. In Lmimnying, tending the 
vegetable green houses requires more 
coitiuiuou.s attention than field work. One 
vv Oman, who is a vegetable team leader, told 
us that because of women's household 
responsibilities, she is Ihe only woman in 
the vegetable teams. Men. who do not late 
much pan in 'luusehold chores, arc easily 
able to devote themselves to the more- 
denianding vegetable production. 

Iniiialiy, this team leader told us that tndfi 
were in the vegetable teams bccauseit requires 
more physical stre-ngth to manipulate and 
control the plasbe gieenhou.se shcctsin strong 
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;$wind. But Chough she could manage the 
I pl;astic sheets, she didn't consider herself 
T exceptionally strong. The real reason why 
’ men are preferred for the vegetable teams 
•v emerged later in the discussion. She herself 
^ was able to manage because she sent her 
, children to their grandparents. 

.< Women also have a shorter career span. 
f They retire at the age of 50, while men go 
l on till 60 or 65. It was explained to us that 
men do not retire .so early because they 
I'Would have nothing to do at home; while 
womencanalwayscontinuetodo housework. 
< Women are expected to do this housework, 

' including looking after theii grandchildren, 
^ when their mothers go back to work. This 
^ is the real reason why women retire earlier 
! than men. High-level women, like deputy 
' leaders in Liuminying and Huaxi, arc 
' initiating a new practice of engaging and 
paying fur young girls (as maids) to take 
over their childcare responsibilities. 

Theshortcrcarecrspunofwomenisfurthcr 
divided between their natal and marital 
villages. These career periods are not neces¬ 
sarily additive, particularly in respect of 
the social capital (networks, connections, 
prestige, information, etc) that a person might 
accumulate. A woman on moving to her 
husband's village would lose the social capital 
she had accumulated in her own village. She 
would have to start again, from scratch, 
placing her at a di.sadvantagc with respect 
to men, whose careers are continuous i n their 
own village. This disadvantage would work 
more severely in the case of cadres and other 
professional women, who would aspire to 
higher levels. 

The difficulty of combining housework 
with a career is acutely felt by women who 
arcinlcadcrshipor managerial |X)sitions. As 
mentioned above, there are only a few such 
women, one ‘iron woman' in each vilhige 
(other than Hanchunhe). But the tensions are 
there in their combining various roles - 
professional, wife, mother, daughter-in-law. 
A woman in a .senior position, manager of 
the main factory in Nanjie, said that were 
she bom again she wouldn't like tube married, 
because a married woman cannot concentrate 
on her career. 

The problem is particularly serious in case 
the woman is more ‘successful’ than her 
husband. 1'hc same woman, whose husband 
is a supervisor in the electrical section and 
who docs take a lot of the burden of looking 
after their pre-school child, said that on one 
occasion her husband when drunk, told her 
that it would have been better if she had been 
a man and he a woman! After that she had 
been very restrained at home, not like a 
factory manager. As she put it, “I am the 
sun outside, but the moon at home". Even 
a husband in Liuminying who is a graduate 
of Tsinghua University, is repotted to feel 
the problem of his wife's relative succe.ss 
- she is a deputy leader of the village and 


also said that it is only when he is drunk that 
he can do what he wants. 

In contrast to the super-human efforts such 
women have to make in juggling all these 
functions, men are easily able to be single- 
miitded in their pursuit of careers, secure in 
the knowledge that their wives are there to 
look afiertheirchildren (orchild)and provide 
the homes they need. Two young men have 
come to work in Nanjie's Propaganda 
Department, leaving their wives behind to 
look after their families. They were very 
clear that they would not bring their wives 
here until they had settled into their jobs. 
The wife of one is a diKtor. but she has given 
up working in order to look after their child. 
He was quite adamant that she shou Id sacri fice 
her work so that he could pursue his. This, 
he said, was Chinese culture. 

The very low numbers of women in 
managerial positions is obvious in these 
villages. Perhaps that is the reason why one 
of the second-rung leaders of Huaxi said that 
one should not look at numbers to judge 
whether or not there was any discrimination 
against women. The question is not one of 
discrimination in an obvious sense. But of 
the unrecognised constraints of family and 
housework and the change of residence on 
marriage that operate as barriers to women’s 
professional ad vancement.Theunrecogniscd 
nature of the.se constraints means that steps 
are not taken to remove them and the con¬ 
straints arc instead accepted as being un¬ 
changeable aspects of Chinese culture. 

The definition of roles is such a strong part 
of social reality and of our understanding 
of that reality too, that it .seems entirely 
natural for such a definition of roles to exist. 
It is almost impossible to conceive of the 
social condition in terms other than those 
of the established order. The deftnilion of 
roles becomes the way in which the reality 
is perceived, so that even the existence of 
a constraint is not recognised. “Of all forms 
of ‘hidden persuasion,’ the most implacable 
is the one exerted, quite simply by the order 
of things” [Bourdieu in Bourdieu and 
Wacquant 1992:168]. Certainly those who 
are the victims of the existing definition of 
roles are more likely to see the con.straints, 
but it need not necessarily be so. Even the 
super-women we referred to did not sup¬ 
port any steps being taken to promote 
women to positions of authority. They do 
see the con'traints of the social definition 
of their roles, but sec it as being an immut¬ 
able part of the course of being a married 
woman, perhaps a Chinese married 
woman. 

The ideal is still fur ‘women lobe like men', 
for ‘women to do anything men can’. But it 
is not for men to do all or .share the housework. 
The ideal is not that of an ‘all-round human 
being', sharing the features of both genders 
as they now exist. Even during the earlier 
Maoist period this was not the ideal [see 


Johnson; 1983], Now, oven jess So, is it 
the ideal. 

The pressures for a sharing of all work are 
there, nevertheless, and we could observe 
greater responsibility (even if reluctantly) 
taken by husbands of professional women, 
managers and cadres. There is a selection 
of ‘good husbands’ in Nanjie, based, among 
other things, on sharing of housework, 
including childcare. But this did not seem 
to be taken very seriously. Certainly the 
leading cadres did not try to be examples 
of ‘good husbands’. They were content to 
be ‘good cadres’ and let their wives handle 
the burden of housework and childcare. 

Migrant workers, as we saw, are largely 
young, single women. They work to support 
their fami lies and to save something for their 
marriage. But, again, after marriage it is the 
norm for them to move into their husband’s 
village and family. Further, these collective 
villages do not provide family accommoda¬ 
tion to these migrant worker^. So, after 
marriage there is no other option but to move 
to their husband's village. 

Nanjie has begun to change this lack of 
a future fur migrant workers by offering 
family accommodation to those who have 
worked six years. For the migrant women 
to be able to take advantage of this, their 
husbands would have to agree to move to 
the wife's home, generally considered an 
‘inferior’ marriage. We heard of one case 
where this was causi ng some tension between 
a migrant worker and her fiances. But the 
rule is for migrant women to quit these jobs 
when they get married, and go to their 
husband’s home and village. This docs not 
seem a very attractive proposition to these 
young women, who have known the freedom 
of living in what is really an urban-type of 
situation, without the constant .supervision 
of family elders. 

Huaxi also offers migrant villager-like 
status after 15 years of work. But this lequires 
having enough saving to buy a house, which 
is likely only for professionals and not for 
workers. 

Family 

One important role of the family is that 
of providing old-age care. It is security in 
old age that, according to the analysis of 
Margery Wolf (1985) is central to the conflict 
between mother-in-law and daughter-in-law, 
as the mother tries to keep control over her 
son. The setting up of viilr^e welfare systems 
has the potential to reduce this areaof familial 
conflict. 

Pensions have recently been instituted in 
Nanjie. They are restricted to employees of 
the dilTerent enterprises. They are not avail- 
ableto those who work inother non-enterprise 
departments, agriculture or education, for 
instance. The only other category of persons 
who can get pensions is that of party cadres! 
Their pensions come from the government 
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budget. While cadres* current incomes 
depend on village finances, their pensions 
do not, helping to make these cadres that 
much independent of the village. All other 
persons, on the other hand, can separate 
themselves from the village only with the 
loss of various accumulated benefits. The 
low level of personal savings in Nanjic makes 
this dependence of the individual on the 
village even more acute. 

At the same time, village provided old- 
age bcnellts make retired persons less 
dependent on their owp children and their 
families. In Nanjie older persons can live 
apart from their children. There is no problem 
of having to divide a house for that purpose. 
The separation of houses means that a couple 
docs not have to depend on control over their 
son, or daughter-in-law for their welfare in 
old age. This removes one age-old conllict 
between a woman and her daughter-in-law. 
The uterine family, of a woman and her sons 
[Wolf 19851 becomes less important with 
the institution of village-level welfare 
benefits. This can improve relations between 
the older and the younger generation. As one 
old woman in Nanjic told us, since she and 
her husband live separately from their son 
and daughter-in-law. their relations have 
improved. At the same time, living in ck'se 
proximity means that emotional and other 
support is not lost. Further, while the village 
does not gi ve a pension to these older {lersons, 
the village also has a old persons home, m 
which retired persons can, if they want to. 
live free of any charge. 

What the above means is that in place of 
the stem family (parents with marriedchild's 
family) the nuclear family is becoming the 
norm in a village like Nanjic. Where houses 
arc personally-owned, it is not as easy for 
a young couple to set up a separate home. 
The stem family, with all the potential 
conflicts between the genciations continues 
to be the norm in the other villages. 

The inter-generational stem family not 
only has a role in providing for the aged, 
it also has a role in providing for child care. 
This, as mentioned in the section on women 
in the labour force, is largely the preserve 
of women. For this purpose women take 
leave for a year after the birth of a child. 
But in the second year it is the mother-in- 
law who is expected to take c are of the child, 
or to make and pay for the arrangements to 
take care t>f the cnild. This obligation of 
mothers-in-law is a reason for women 'scarly 
retirement from factory or other paid labour. 

With nuclear families and with husbands 
moving into the village such an obligation 
docs not operate. In Nanjie we did Find, in 
ourdiscussions and observations in the houses 
we visited, that there was greater sharing of 
child care responsibilities between wife and 
husband. Of course, the exception was that 
of the leading cadres, who were said to be 
too busy in village matters to be able to 
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devote any time to domestic work of any 
type. 

Marriage ano Inheritance 

In Liuminying we there was concern about 
endogamy, marriages within the village. 
Village exogamy has been a traditional 
instrument to control brides, isolated from 
their own kin and social networks. The local 
custom of village exogamy were supported 
in the 1950 Marnage Law and only dropped 
in the revised law in 1980. But it remains 
a matter of concern in the villages. An old 
party cadre said that he did nut like his son 
having married a girl from ‘just a few houses 
away', as he put it. He said that this was the 
reason he could not do as he thought fit, i e, 
did not have as much control as he would 
have liked over his .sun. Over some quarrel 
he had made his son and daughter-in-law 
leave the house. But because of intervention 
by other families, an intervention that would 
have been weaker had his daughter-in-law's 
family nut been in the village, he was forced 
to take them back. ITic village leader of the 
ACWF also held that marriages within the 
Village led to many problems and that the 
whole village tended to get involved in these 
problems when both partners were from the 
village. "If sonietlimg happens between the 
couple It would create a big problem for the 
whole village." In one way or another, a 
woman’s control over her uterine family is 
stronger when the daughter-in-law is not 
from the same village. With personal owner¬ 
ship of houses and inheritimee along the 
male line, this situation of wanting to control 
the daughter-in-law is unlikely to change. 

While Chinc.se law (irovidcs for equal 
inheritance to sons and daughters, in practice 
this does not hold and nobody even referred 
to this law indiscussioiis on inheritance. The 
new houses in Liuminying, lluaxi and 
Hanchtinhc arc valuable and the main form 
of inheritance, it is taken for granted that 
a daughter will move away on getting married 
(unless there is no son) and that the son will 
inherit the house. In Huaxi too this inhuri< ance 
pattern is followed, but the village stands 
ready to allow any village woman who wants 
to bring her husband to the village to buy 
a house. Huaxi, being an industrial town 
docs need more skilled labour. Hanchunhc 
which does not Icel this need for increasing 
its pool of skilled labour, forbidsitsdaughters 
to bring theirliusbandstorcside in the village 
We were told that such men would not be 
given residence registration status in the 
village. In Liuminying too, which is also not 
an expanding industrial center with an acute 
shortage of skilled labour, though there was 
no village regulation like not providing 
residence registration, it was said that if a 
girl has brothers at home, it would be 
impossible for her to bring her husband to 
live in the village. Other villages in China 
go even further in this respect - the village 
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of 2tengbu requires women to leave iihe 
collective within three months of marriage, 
after this time their rice rations would be 
discontinued [Potter and Potter I990:264|. 

Where houses arc |>ersonally owned and 
there are olTicial restrictions, as irt Han- 
chunhe, or social stigma, a.s in Liuminying. 
on husbands moving in with wives, one 
would expect that the traditional son pre¬ 
ference would continue. Figures of births in 
Liuminying bear this out. Over the last ten 
years, according to information given to us 
by the village leader of the All China 
Women’s Federation, fiom 1985 to 1995, 
85 boys have been horn as against 73 girls. 
Some sex .selection at the foetus stage seems 
to be at work. 

But what about a more completely 
collective village like Naiqie. where there 
IS no personal tiwncrship of houses and the 
policy is to encourage village women to 
bring their husbands to the village, and they 
arc provided with hoii-ses? Or Huaxi where’ 
t)K) tlicic is .some encouragement of uxorikKal 
marriage'? In such a situation one would ex¬ 
pect son prefercni'e to weaken and fade out. 

In Huaxi. in order to combat the familial 
preference forsons. the villagcadministrat ion 
celebrates the birth of a girl and gives presents 
to the family. No such celebration is held 
or presents gt ven on the birth of a sun. In 
Nanjic we were informed that there had been 
some cases of abortion of female foetuses. 
What issurpnsing is that for an administration 
that is as intcrventionisi as at Nanjie there 
was no action taken against the couples 
responsible fur such blatant and illegal sex 
di.scnminutiun. 

Ri-ducf.o Corporaii: Roie or Family 

The social cixle administered by the village 
committee acts in many areas that would 
normally he regaidcd as personal or family 
mailers and outside intervention would 1% 
rcgarilcd as unwarranted. The minimum age 
for having a girllricnd or boyfriend is fixed 
in Nanjie. Kven after marriage acouple cannot 
have a child right away. If a married woman 
gets pregnant before she has received a 
certificate to have a child, she will have to 
undergo an abortion, even if this is her first 
child! .Such regulation of a woman's fertility 
. sed to be the 1 unction ot mothers-in-law 
in the old Confucian norm. In Yunnan, wc 
ob.served that among the inatnlincal Mosuo, 
the matriarch decided which daughter could 
have a baby in any year. This regulation of 
pregnancy at least hud the function of ensuring 
that the tamily did not fall short of essential 
farm lalxmi through simultaneous pregnancy 
ot its daughters. But one faiLs to see any 
similar luiiclitin in Nanjic’s regulation of the 
time v/hcii its wives can bear children. In 
a big curporadoii like Nanjic is, employing 
more than 12,(,K)0 wofkers, the availability 
of labour would not be affected by 
pregnantic.s being bunched up together. Yet, 
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the timing of these pregnancies is tegulatedt 
(Liuminying or the- other villages studied 
hav« no such regulation of the timing of 
pregnancies. A woman can get pregnant any 
time after marriage.) Such social regulation 
is not unique to these villages. R^cntly there 
was the news that the city of Tianjin has 
decided to impose fines on legally unmarried 
couples living together. The village party 
committee and local state are taking over the 
former regulatory roles of parents (with 
regard to youth) and in-laws (with regard 
to young wives). 

while the village of Nanjic is attempting 
to strictly regulate the social behaviour of its 
youth, the situation of an industrial centre 
provides many mure opportunities for the 
youth of the area to meet and mingle and 
fall in love with their peers from ol her villages 
and other areas too. In a cell-likc production 
team village social interaction would 
necessarily have been mainly with youth 
within the village itself, or at best from 
nearby villages. Along with the prohibitions 
on village exogamy this meant that, though 
the youth could choose their own mamage 
partners, they in effect could not really gel 
to know their peers from the potential 
marriage circle. As a result, in rural China 
though marriage required the con.sent of the 
partners, it was not really marriage based on 
prior love. Most marriages were based on 
'introductions’, which were a form of 
arranged marriage. But the coming together 
of young persons from so many places in 
centers like Nanjie and Huaxi will allow 
many more to choose their own partners, 
based on prior attraction or love, and knowing 
each other, rather than relying on ‘intro¬ 
ductions’. Will the prohibitions on youth 
below a sanctioned age ’talking love’ hold 
for long in such a situation’.’ 

Along with the village party committee 
taking over some of the regulatory functions 
of the former family heads, the family itself 
IS losing its importance as a ‘corporate unit'. 
This reduction in family importance is most 
in a village like Nanjie, where even personal 
ownershipof houses has been abolished. But 
in the other villages, where personal house 
ownership continues, the family, rather the 
stem family of parents with married son and 
daughter-in-law,docs functionasacorporate 
unit. Earlier on the workpoints earned by all 
the memhers of a family were added up and 
its monetary value paid to the head of the 
family. Now w ages arc paid to the individual 
workers at the enterprise level. But in 
Liuminying there is still a.scltlingof accounts 
at the family level, with regard to the 
deduction made for the advances of grain 
to the family. Wages are not paid to each 
individual. They arc credited to the account 
which a family jointly maintains. But the 
family account is based on the nuclear tamily. 
Husband and wi!e maintain a joint account, 
rather than parents along with married .son 


and daughter-in-law. In ihe ciue of faintly 
irwmbers working in the same team, we 
observed that workpoints were being jointly 
credited. The joint accounts, however, can 
be operated by any of the individuals holding 
the account. The male head of the family is 
not the only one who can operate it. Thus, 
though there is a pooling of incomes of 
hu$band and wife, both of them can access 
it on their own. Of course, this pooling does 
makecach person’sincomcsubjcctto familial 
control. Other relations of domination and 
subordination can then have scope to affect 
the distribution of benefits within the family. 

Thus, overall there is a reduction in the 
corporate role of the family, and the head 
of the family docs not have an automatic 
redistributive role over total family income. 
This is in contrast to the experience of 
household responsibility system-based 
market production in other areas. In such 
areas, it has been pointed out, there has been 
a resurgence of the family as an 
“entrepreneurial andenterpri.se management 
unit” (Howell 1992]. In villages based on 
collective corporations there is little scope 
for family-based entrepreneurship. 

It is not that famiiy-ba.sed entrepreneurship 
IS prohibited. Huaxi allows individuals to 
take up business on theirown. But itstipulatcs 
that there cannot be ‘one family, two systems’, 
i c, members of the same family cannot be 
engaged in both the collective and personal 
business. As Wu Renbao explained, this 
would inevitably lead to adi version of funds 
from the collective to personal business. In 
Huaxi there was only one village family 
which was in personal business, trading in 
meat. A numberof outsiders had taken shops 
on lease in the market area, paying a lease 
fee for the premises. 

In Nanjie there were some individuals 
wnrkingon theirown account. But they were 
all outsiders, running small businesses like 
watch and bicycle repair. They paid a 
management fee to the village for the licence 
to operate in its territory. But the income 
earned from these small operations was quite 
small and it was pointed out that the persons 
would have been glad of an opportunity to 
work in ihe collective enterprises. 

The failure of family based entrepreneur- 
ship to raise its head in these villages is very 
much a function of the high productivity and 
income earnings of thccollectivc enterprises. 
The type of behaviour reported (e g, in Siu 
1989] in earlier periods of persons slacking 
during collective work and then rushing off 
to work on individual, side-line business is 
related to the comparative productivity of 
the two types of businesses. If collective 
enterprises can maintain a higher level of 
productivity and have ways of maintaining 
discipline in working such that shirking is 
checked, then it is unlikely that family-based 
entrepreneurship will have much scope. Of 
course, that statement holds only with respect 


to ti|e cdrteiit (mtetprises ot ‘tptiilHup’ 
industrialisation. InilwcBseof inwvtttioiu 
which require going against the gmn. even 
against the collective grain, there needs to 
be scope for the individual who backs her 
or his judgment against eveiybody else. 
Liuminying is a case of a village that coUbc- 
lively innovated in the area of ecological 
agriculture. But that is more possible where 
the innovation is being proposed by the 
leader or leaders of the village. In case the 
innovation is proposed by one who is not 
cvcnacadre, it isdifficulttosee the collective 
route functioning to sponsor the innovation. 
In Huaxi and Liuminying with accumulated 
personal savings and saleable houses, indi¬ 
vidual initiative in pursuit of innovations is 
more likely than in Nanjie. with very little 
personal savings and houses not being 
saleable. In Nanjie the individual would 
have to be able to convince the collective, 
or, rather, its leading group, in order to be 
able to pursue something different. 

VII 

Corporate Village 

The villages, as they now arc, were earlier 
on brigades or large pixuluction teams in the 
commune system. The communes that were 
developed from the time of the great Leap 
Forward were meant to carry forward the 
process of collectivisation of labour, inclu¬ 
ding equalisation of incomes, beyond these 
villages to higher levels. But the experience 
of the Great Leap onward showed problems 
with the higher level of collectivisation, 
particularly as between better-off teams 
and brigades giving up some of their 
surpluses to tho.se that were not so well off: 
“...leadership found it diftlcult to exceed 
these siKial boundaries and soon consolidated 
the smaller units based on traditional units 
as the mam locu.s of socialist ownership and 
organisation" (Johnson 1983:217], 

The natural villages that we have studied 
are not single surname or single lineage 
villages. Nanjie has four main surnames, 
Zhang, Wang, Li and Zhao. Besides, there 
is also a significant Muslim presence 
amounting to about 10 per cent of the 
population, with the surnames Zhou and Li. 
Liuminying has the surnames Zhang, Li, 
Mcng, Kong, Jung and Wang. Huaxi is a 
village only recently settled, during the post ■ 
Liberation period. It too has a number of 
surnames. 

Thus, the villages are not single lineage 
villages. But within the multi-surname 
situation, there is usually one dominant 
surname. Wang in Nanjie and Zhang in 
Liuminying, in each case accounting for 
about ^ per cent of the total number of 
families. Huaxi does not seem to have a 
dominant surname. But each of the three 
villages shares one characteristic in that its 
ofTice-bearers aredominated by one surname, 
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f^ang.m Nanjie. Zhang in Uitrtiinying and 
in Huaxi. f Additionally in Nanjie, there 
tire no Muslims in the party, village or 
enterprise committee.) In Liuminying the 
landlords were from the dominant Zhang 
surname, but in Liuminying the landlords 
were not from the dominant Wang surname. 
As mentioned. Huaxi i.s a post-Liberation 
settlement, so it does not have a history of 
landlords. 

Lineages used to have a double function, 
defining relations and also access to 
resources, chiefly land. In the present context 
what is important i s the definition of residence 
rights. Those who have residence rights are 
members of the village and have access, 
through its collecti vercsources. to its welfare 
and other benefits. Residence rights arc 
basically inherited, related to inheritance of 
houses. But the inheritance of houses is not 
just of houses, rathernf rights to the collective. 
As we saw some like Hanchunhe deliberately 
deny residence rights to in-marrying men. 
Thus, patrilineal inheritance and associated 
membership of the collective is the privilege 
of the group of men. Women have only 
temporary membership of the village as 
juniors (non-adults), or conditional 
membership as wives of resident men. 

The rules of acceptable post-marital 
residence are critical in defining the 
community of the collective. Where the rule 
of virilocality is strict, as in Liuminying or 
even more Hanchunhe. it is the men who 
are the owners of the collective. But where 
uxorilocality is allowed (Huaxi) or even 
promoted (Nanjie) the male definition of the 
owners of the collective begins to break 
down. Birth is still a factor, but women can 
also retain membership into adulthood and 
beyond. 

This fonn of relation to the village, based 
* on patrilineal inheritance and virilocal 
marriage icsidcncc, has a lot of similarities 
with theoid lineage community. as observed 
by the Potters in south China [Potter and 
Potter 1990:261). Tlic community has its 
economic base, the collective property and 
its administrative structure, the cadres. But 
there is an important difference between 
these collective villages and the old lineages. 
The lineage u.sed to allot its land and other 
resources to individual households. This is 
now done in the ‘hoii-sehold responsibility 
systems’ villages. But in these villages the 
land and other resources arc m.'iintained as 
such by the collective. 

That the new collective is not a recreation 
of the old lineage is shown in its capacity 
(as in Nanjie or Huaxi) to change the rules 
■of inheritance and petst-marriage residence. 
The economic ba.se, administrative structure 
and rules of conduct, while rescihbling the 
old lineages are yet beginning to be different. 

' The strict male definition of the old lineage 
is giving way to a new definition of the 
eollcctive, of men and women based on 


birth. The important ■ factor in such a 
tran$formation of the collective from its 
lineage form is the labour and skill require¬ 
ment of modern industry. 

The change in the lineage structure is also 
seeninlhcacccptanceof labour contribution 
(6 years in the case of Nanjie and 15 in the 
cascof Huaxi) as a means to gain membership 
of the village. To the extent that this is 
implemented it would mean a departure from 
kinship based norms of membership to a new 
form of membership based on labour 
contribution. 

Classes 

The question of cia!>.ses (or strata) in the.se 
villagescannot bcdiscussed injuridicul terms, 
the legal ownership of the means of 
production. As it is the Chinese legal system 
is vague on many matters, including that of 
the ownership of the means of production 
of collectives. But in practice it is the village 
that as a collective owns and possesses these 
means of production and has the right to 
manage them, and use the residual income. 
The village can lease out its land and other 
facilities. It can also dispose oft assets it no 
longer wants. One cannot imagine the village 
liquidating itself, in the manner of a 
corporation. But in every other way the 
village performs ail the functions of a 
corporation, managing its a.sscls. employing 
labour, entering into sales and purcha.se 
contracts with other economic entities, and 
having a right to residual income, other than 
taxes. 

Thus, in relation to the ownership of the 
means of priKluciion one can identify the 
village members as a class of owners and 
the migrant workers as non-owners. The 
rights and benetusot ownershipareconfined 
to the members of the village. The rights and 
benefits of the village-owned means of 
production arc not social, do not accrue to 
‘the whole of society'. The rights and benefits 
arc those of the village. In that manner, it 
is a form of private property, i c. private to 
the village. But this village property is not 
the personal property of any individuals or 
.section of (he village. It is the collective 
property ot the village. 

At the level of collective owners of the 
village, one can distinguish two categories: 
those of men and women Men by birth have 
a right to membership in the collective. 
Women, on the other hand, do not have a 
similar right by birth. Women are temporary 
members of the collccii vc. before marriage; 
they have tc be accepted as members, in the 
case of those who.se husbands marry-in; or. 
theirmembcrshipiscomingent upon mam age 
to a village member, in the case of wives 
who marry-in to the village. What is 
significant is that in no case do women have 
a right by birth, they have to acquire that 
right in some way. through acceptance by 
the village or marriage. 


Within this village corporation, however, 
one has to look further into the roles that 
different sections play in the social organi¬ 
sation of labour, in other words, their place 
in a system of social production. The roles 
in the social organisation of labour would 
not be of the same importance if they had 
been largely flexible and inter-changeable. 
But since the roles are fixed and. moreover, 
they have cunscc|ucnccs for the distribution 
not just of income, but also of power and 
prestige, these fixed roles are important in 
characterising the nature of classes within 
the collective village. These roles necd-not 
be fixed in law, provided they arc more or 
less fixed. But, as we shall see. the most 
crucial roles arc in fact fixed in law as it 
exists in China. 

The first role is that of managers ot the 
collective property. The managers of the 
collective are the party committee of the 
village along with some other cadres who 
are appointed by this party committee to 
important managerial po.sitinns. But within 
the whole set of cadres it is the village party 
committee that plays the decisive role in 
deciding on the disposition and management 
of the assets of the village collective. This 
definite role is not necessarily accompanied 
by a proportionately higher share of total 
income. In rtie case of Nanjie the cadres 
definitely do noi get a higher share than other 
members of the collective, than, say. skilled 
workers There arc miiioi pcri|uisircs. like 
the expensive ‘Red Pagoda' brand ot 
cigarettes being supplied to a chain-.sinoking 
member of the committee; or having daily 
access to the pool room and kaniokc hall in 
Liuminying, while the rest of the villagers 
have access only on iwo days a week. But 
thc.se things arc unimportant. It is the 
monopoly of the role ot managing the 
resources of the collective that is important. 
That role is reserved lor the cadres, 
particularly the party compiiltcc. 

If we arc lo identify the party committee 
as a definite SI rata and noi merely i luli vidiials 
chosen for a job. then we must see whether 
their position affords any special advant:iges 
or privileges foi members ol their tarnilies, 
and not just lor the members ol ihc party 
committees themselves. In Hu.ixi the tamily 
c^' Wu Renbao has been able m achieve a 
certain prominence in the niunagcincnt 
echelons of the village company. His sons 
and daughter arc senior managers. Of course, 
mere relationship to the secretary docs not 
guarantee a (Hisiitnn. One of Wu Renbao's 
nephews was sirip|x;d of his positions and 
demoted to being an ordinary worker for 
having sold company-bought raw materials 
for personal benefit. Nevertheless, being 
related to the secretary carries the advantage 
of being able to Icam the ropes and getting 
a chance to prove oneself as a manager. 
This learning starts from an early age and 
helps groom the younger generation for 
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managcmeni roles. When we met Wu Renbao 
his granddaughter accompanied him. By 
just accompanying her grandraiher she 
would imbibe some of what constitutes 
managcmeni. 

At another level, the wives of the party 
committee members in Nanjic have the 
function of overseeing work in the various 
enterprises and departments. They, seventeen 
of them we were told, report back to the party 
committee their observations. Unlike their 
husbands who became party committee 
leaders through a pr(x;ess, internal to the 
party but also related to their ability to lead 
the village, the wives were not chosen as 
being most capable for this Job of overseers 
reporting to the party committee. It was their 
po.sitinn us wives of the leading cadres that 
got them these jobs. 

Thus, the families of the party committee 
and other leading cadres do have privileges 
and responsibilities that are related to the 
cadres’ role as managers of villagecolicctivc 
resources. And for that reason one can identi fy 
cadres of the party committee as nut just 
persons assigned to a responsibility, but as 
a stratum among the villagers. 

Among the rest of the villagers one can 
furiherdiflercntiuie a section that earns more 
and is almost entirely male. This is the salion 
of skilled workers. Other than having a higher 
wage than others they do not get any extra 
benefits. 

The villagers as u whole tire both workers 
and owners The incomes and benefits that 
the villagers gut arc their due not only as 
workers but also as owners. I'hc bonu.ses in 
Huaxi. Liuminying and llanchunhe make 
clear that besides wages these workers also 
get a share of the icsidiial income. In Nanjie 
this residual is accumulated as housing and 
other social benefits and accnies to the 
villagers in those forms. Iliis share of the 
residual income they arcentitied to as owners, 
as members ot the collective. 

Is there a .section of nun-working owners? 
The party committee and other managers? 
As yet the parly committee and other 
m.magers do work as managers of the 
collective's resources, as its functionaries. 
Rut is their income only due to their work 
as managers and what other villagers get as 
owners? In the case of Nanjic and 
Liuminying. where thedilfcienlials between 
thueamingsol the cadres and other villagers 
is not very much, the parly committee does 
not gel a shaic of residual that is more than 
what other villagers get. bul in the case of 
Huaxi. wnh its very large bonuses going 
up to 10 per cent of proiit to managers, this 
share of the residual is much mure than what 
other villagers get. Tlic appearance of such 
high bonuses, in the m.miiei uf CEOs ol 
American corporations, is the indicator of 
the rise of a class whu.se income is nut due 
to their work. This would be formalised by 
(he proposal tnal is under discussion in 


Huaxi - to turn the village companies into 
share-holding corporations, whose shares 
would bedisiributed to villagersinproportion 
to the bonuses they earn. The managers 
would then be able to turn their bonuses into 
formal shares, dominating the share holding 
structure of the corporations. 

The sectionof professionals, likeengineers, 
a hrcw-master, etc. in Huaxi and Nanjie, the 
two industrial centres, are also quite distinct 
among the outside workers. They get houses 
and have living conditions quite similar to 
those of villagers. In fact, in Nanjie their 
salaries arc higher than those ot anyone else. 
This .section of professionals is a distinct 
section among those from outside the village. 
As IS usual in the international context, 
these professionals are like those called 
‘expatriates’, as distinguished from the 
workers, who are ‘migrants’. 

The migrants are the section that can be 
identified as a proletariat. They are non¬ 
owning workers. They may own or possess 
plots of land in their home village, but here 
they are non-owners. What they cam is purely 
a wage, which they get from selling their 
labour power as a commodity. This com¬ 
modity nature of their labour power is the 
reason why Nanjie, for instance, has to pay 
migrants more than villagers. [This point 
was suggested by Amiya Bagchi.J While 
Nanjie can pay its own villagers less and 
accumulate the savings, the migrants cannot 
be paid less than they can earn elsewhere. 
Thus, a minimum is set to their wages by 
the levels prevailing on the market. Nanjie 
in common with Huaxi, pays a somewhat 
higher wage to migrants than that prevailing 
in the market. But the minimum is set by 
tlie market, in the way that the same minimum 
IS not set for villagers’ wages. 

What is the effect of the formation of 
classes on the nature of the collective villages 
and their economic and social processes? If 
classes do exist in the manner of a fixed 
division of labour and ways of earning 
income, but i f these di visions are not reflected 
in corresponding income differences, the 
effects of class formation may not be the 
same as in a situation Wliere the class 
differences aic also reflected in corresponding 
income differences. 

The first impoitani class division is that 
lielwecn the villagers and migrants. This is 
ihe most intractable difference and one that 
icquircs new steps, like that initiated by 
Nniijie. to give migrants the right to earn 
villager suntus. The sharp division of status 
between villagers and migrants does not 
overtly affect the rate of accumulation, rather 
it depends on that division. The migrants do 
not have a voice; but their dissatisfaction is 
reflected in disciplinary problems. But for 
migrants both wages and opportunities are 
belter than what is possible in their own 
home regions. So dissatisfaction over 
inequalities in the collective villages would 


be tempered by their being better-off thm 
would othensdse have beep possible. 

Within the village, we saw that in Nanjie 
and Liuminying the cadres of the party- 
state-corporation do not get a higher share 
of the residual income than other villagers. 
In fact, in Nanjie the cadres get a lower wage ^ 
than professionals. On top of that they also 
make visible sacrifices, like being the last 
to move into the new houses. In Liuminying 
too the difference between the wages of the 
top cadres and ordinary workers is not more 
than 3:1; while there is no difference in 
housing, etc. Where the differences in 
incomes and other benefits between the cadres 
and other villages are not much or do not 
at all, then one would expect that social 
cohesion would be easily mai ntained and the 
identity of the collective village would be 
stronger. 

The problem comes with respect to Huaxi 
where the difference between the top 
managers, who are inevitably always cadres, 
and ordinary villagers can be more than 
10:1. These differences in incomes have 
only recently appeared and it might take^ 
some time for their effects to be apparent. 
But even the OECD has become worried 
about high income differentials in the 
developed countries and one would expect 
that the legitimacy of the collective village 
and its leading body is more likely to be 
questioned in a situation of such large income 
differences. Greater income equality would 
certainly help in fostering acceptance of a 
high level of collective savings. But when 
the benefits of collective savings are seen 
to be distributed very unequally, one would 
expect that social cohesion would be 
weakened. 


SOC’IAL Regui-ation 

It has been pointed out that with the 
economic reforms the village has re-emergedi 
as “the most significant local social unit" 
[Potter and Potter 1990:261]. The collective 
villages that we studied are clearly the most 
important local social units. The village has 
its own economic functions and sUxicture. 
Unlike the brigade in the earlier commune 
period, the village is free to dispose off its 
productive resources in the manner that it 
chooses, governed, of course, by the require¬ 
ments of the market. Its relations with higher 
levels are those of a tax-payer, and that too 
the most important tax-payers in their 
respective counties. Beyond the taxes the 
villages pay, they also have to meet other 
payments of an unofficial kind, the type that 
are required to maintain long-term links 
(guanxi) and guarantee minimum inter¬ 
ference from above as the village pursues 
its goal of accumulation. 

Within the formal state structure the village 
does not have its own organs of law and^ 
order, of criminal justice, etc. Such organs 
are at the county and higher levels. But the 
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villages do administer themselves in a large 
number of areas, those which would be 
considered the domain of civil, even family, 
rather than criminal administration. 

The interventionist nature of village 
administration encompasses a whole range 
of social behaviour, prescribing norms of 
acceptability. Hanchunhe has a list of 181 
regulations for people's behaviour, with 
various types of fines and punishments for 
infractions. Nanjie u.ses the ‘ten-star rating* 
system to punish behaviour that is not 
considered acceptable. For instance, the 
family of one of the village leaders fell to 
a nine-star rating because the son had a 
girlfriend (as the Chinese way of putting it 
goes, they were ‘talking love’) at a younger 
than prescribed age! Liuminying, on the 
other hand, has no such restriction on the 
age at which the youth can talk love’, or 
gel engaged. 

Every functioning society will certainly 
have a code of behaviour, one which will 
itself be changing as it is subject to new 
challenges particularly from the youth. 
Besides the content of the social code what 
are important arc the way this code is arrived 
at and the mechanisms for its change. In 
Hanchunhe the village code was discussed 
with the villagers, but it was basically passed 
and implemented by the party committee, in 
Naiijic, too, it is the village party committee 
that decides on the acceptable code of 
conduct, then enforced by the neighbourhood 
party branches, which decide on the star 
ratings. In common with other aspects of 
village functioning there is no direct role for 
the village people as a whole in deciding on, 
changing and enforcing the code of conduct. 
All of this is done by the party committix;, 
for and on behalf of the people. 

As seen earlier, these villages have sub¬ 
stantial powers of economic administration. 
I'his is nut unique to collective villages. 
Other studies have shown that the village 
(or, in cases, the township) administrations 
have considerable economic powers. At 
times, in order to carry on their business, 
persons from outside (like women whose 
husbands have married into the villages) 
have to maintain ‘good relations’ [Howell 
1992:345], which means such continued 
residence is contingent. 

In the villages wherc houses are personally 
owned, i c, Liuminying, Huaxi and Han¬ 
chunhe, the village can at bc.st dismiss one 
of its members from collective employment. 
This has happened in a few cases and the 
individual has then had to carry on some 
form of individual business. As yet in these 
villages the village cummitteecan not dismiss 
one of its members and deny the person all 
rights as a member. In thccaseof collectively- 
owned houses as in Nanjie such a possibility 
does exist and is being discussed in a ca-sc 
ofsuspected fraud. At the extreme, the village 
can expel or exile one of its members. The 


village can also admit persons to its 
membership. This is not only a political or 
social matter, but also an economic one, 
since the village is also a corporation. 

Partv-State-Corporation 

The party-state has been a feature of the 
Chinese political sy.stem since Liberation. 
1'he party-state, both nationally and locally, 
also directed the economy. The actual effect 
(as the works by Siu 1989, and Oi 1989, 
following the approach of James Scott 
showed) depended not just on the party-state 
but on the interaction of the party-state with 
the peasants and others. In the case of these 
collective villages, however, the party-state 
has added another di mension to its existence 
and become the pany-state-corporation. How 
docs this change the picture, particularly in 
comparison wiihthu.se areas where individual 
enterprise has flourished and a class of 
entrepreneurs has emerged? 

In areas of individual enterpri.se the cadres 
are sometimes themselves the entrepreneurs, 
for themselves and not the collective as in 
the case of these villages. Where there is a 
separate stratum of entrepreneurs, there is 
often an .slliance between the cadres and the 
entrepreneurs |Oi 1989]. This alliance 
between the two, with the objective of 
maintaining social stability is exhibited by 
the actions of the Wenzhou traders, the best 
examples of ‘ I rcc market' entrepreneurs, who 
collected donations and sent them to the 
party and army units in Beijing during the 
Tien An Mien Square movement. (This action 
was recently cited by Deng Xiaoping’s .son 
in support of his contention that private 
entrepreneurs supported social stability, as 
reported in The Toronto Star of July 28, 
1996.) 

When the cadres and entrepreneurs in areas 
of privateenlerpri scare not the same persons, 
some of the power of the cadres is necessarily 
indirect. In the collective villages, however, 
the power of the cadres is direct since the 
party-state-corporation is run by the party 
committee. But this party committee, while 
determining the main direction of 
development has to take into account the 
variously expressed opinions of the vil lagers 
and migrants too. In a sense, there is an 
implicit contract that prevails between the 
party committee and the workers. As was 
somewhat explicit in the case of Huaxi. the 
party committee promi.scs the villagers that 
their incomes will keep increasing year by 
year. On this basis their decisions on 
reinvestment and the direction of investment 
arc accepted. This is somewhat in the manner 
of a board of directors and sharc owners of 
a joint stuck corporation. So long as the 
corporation is functioning well, growing, 
paying dividends to share-holders and the 
value of shares keep increasing in the market, 
share-holders do not usually intervene i n the 
functioning of the corporation. 


At times the villagers and migrants tooj 
express their resentments at, say, insufficient 
rise in welfare facilities or too much of a gap 
between migrants and villagers. These 
resentments may be expressed in various 
ways. Following the "mass line’’, the party 
commi tiees ha VC responded to these pressures 
from below. Welfare facilities, including 
housing, have been increased. Migrants have 
been allowed to gain membership of the 
village through a number of years of labour! 
contribution. Along with migrants getting • 
higher wages and better living conditions | 
than elsewhere, there is also an implicit 
understanding that when production lines | 
arc abandoned or changed, the migrants too! 
will not be laid off but will be retrained for' 
the new lines. (It remains to be seen how i 
this implicit contract holds up in a situation 
of economic stagnation or recession;; 
redeploying labour is not so difficult in a j 
situation of continued, rapid growth.) > 

But while responding to different forms j 
of pressures from below, the relation of the \ 
party committee to the village docs not | 
change. The responses also maintain the j 
relation between the party committee and the 
rc.si and preserve its leading role. Two points . 
need to be noted in this respect 

First, there aic really no institutions for ' 
dissatisfactions and grievances to be. 
expressed as a matter id' course. The ‘big ^ 
character' poster is .something that can only | 
be used at times and in extreme situations, 
‘Big character' posters carry their own risks 
of being acceptable at certain times and not 
allowable at other times. Only an exirenu: 
situation islikely tobring forth ‘big character’ 
posters, as happened m Nanjie when the 
hou.sehold rcsponsibilny system led to senous 
problems for the village. Further, it again 
depends on the paity committee to respond 
to thc.se ‘big character' posters. 

Second, and also related to the above 
point, is that there arc no institutions for 
regular supervision by the villagers over the 
party committee. The party committee isnot 
an executive body that implements decisions 
taken collectively by the village. Rather, the 
party committee both takes dccKsions, of 
course paying attention to the wishes of the 
villagers, and implcnscnts them. 

Only in Liuminying is iherc a glimmer of 
collective decision. In Liuminying elected 
representatives meet twice a year to discuss 
and dccideon the main lines of development. 
These decisions are supposed to be 
implemented by the party and enterprise 
committees. One cannot judge how well this 
works. But a icstriction on participation 
already exists in that the meetings are of 
cho.sen rcprc.scntatives. The party leaders 
explained that they take trouble to see that 
a majority of non-party members are chosen. 
But that can only be somewhat limited. In 
other villages even such restricted a.ssembiies 
with the agenda to look into and decide on 
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the plans for the village and its corporation 
•' do not exist. 

' In such meetings it would ,be necessary 
forthc party committee to place a full account 
' before the people. Without such accounts 
there could be no meaningful discussion. 
8ut such accounts arc also unknown. In fact 
one of the leaders of Nanjie held that it was 
not necessary for the people to know these 
accounts. 

Given the small size of these villages, not 
more than three thousand persons each, it 
is possible that there be a general assembly 
of all villagers, all adult citizens, women and 
men, as it were, to decide on (he main lines 
of development. Al higherthan village levels 
some forms of representation would be 
neccs.sary. But certainly at village level, it 
’ is feasible to have institutions of direct 
democracy, ot direct action by the class of 
pwnersot the villagecorporution. Suchdircct 
democracy, however, is quite alien to the 
. party>state, winch can only conceive of its 
acting on behalf ot the (icople. at best using 
the 'ina.ss line' to .see that it does not get too 
far away from the fecling.s of the [icoplc. 

We also noted the greater involvement of 
the village (or, its party committee) in 
regulating what were fonncrly the concerns 
. of familial icgulation - pregnancy ofhridcs. 
age of ‘talking love’, and so on. At one level 
thc.se norms are generally accepted by the 
village, though not by those who violate 
them. There arc two problems here. The first 
Is that of the proce.ss through which generally 
‘ accepted .social regulations arc formulated 
and political legitimised. Tlie second is that 
of the way in which this general view may 
be changed. 

The process tliroiigh which the social 
regulations arc now formulated is centered 
- on the parly. Not only centered on the party, 
it is the monopoly of the party, which is here 
the party-slate-corporalion. One way of 
changing this monopoly is a separation 
between the economic, political, 
administrative and judicial I'uiictions. or 
powers. But .separation may be very restricted 
or even a sham. .Separation docs not 
nccessai-i ly mean that different social projects 
would have scope to actually compete in the 
public domain. What separation establishes 
IS the pnvilegc of property and familial 
inheritance, so ihai only a few can have the 
privilege of undettaking separ.Mc projects. 
Planning and regulation through the 
collective, on the other hand, have fostered 
thefreedom from hunger andinsecuiity and 
a substantial level ol wellare - freedoms 
which arc very real and not le.idily available 
toall inthcrcalmsol separation. The question 
that we arc faced with does not lullow from 
the rejection of con.scnsus, but relates to the 
method of arriving ai a consensus. 

A new direction in which one might look 
is that ot competition among social (irojgcis 
within the collective and subsequent action 
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by the collective directly [See Sub- 
Commandante Marcos and the EZLN 
1995:85, for a simitar proposal]. Rather than 
the party-siate-corporation having the 
monopoly of legitimating social norms, 
certainly at village level the citizens of the 
village can be the direct, legitimating factor. 
As against the present situation where 
different social projects are discus.sed within 
the party-state and then the subsequent 
majority decision becoming the law, direct 
Icgitimisation by the whole village would 
allow discussion on competing social projects 
among the citizens as a whole. While this 
would not solve all problems (the collective 
village could still be oppressive towards 
deviant parts or individuals) it would have 
tlie merit of bri ngi ng into the open the sources 
of disagreement and agreement. The primacy 
of the village collective, in the form of the 
assembly of all adults, rather than that of the 
pany-.state-corporation, would lead to the 
formation of anew form of collective village. 

At tile same time general acceptance is not 
absolute and itself changes from time to 
time. The manner of change is not through 
a new general acceptance, but through 
individual acts that are in defiance of the 
general social norms. Over time, what starts 
out as individual defiance may become a 
new social norm. This may be so in various 
fields, whether of social relations, artistic 
expression, or even economic ventures. 
Major innovations always start out .small and 
in some individual's thinking. 

How can such deviations from the generally 
accepted social regulations, deviations that 
arc not violative of principles of justice and 
goodness, but are different ways of doing 
things, how can such historically necessary 
deviations from the norm he accepted within 
a collective? Can provision for such 
deviations be made by the collective? That 
is a set of big questions that has to be 
uddrc.''.sed. What is needed is some form ol 
rights ol those with minority opinions to 
carry on their own projects, though they may 
be at a 'second-best' scale (also suggested 
in Karl Polanyi 1937:255]. Again, such 
minority niches should not depend on 
personal accumulation, but should be 
available to all, provided that the projects 
arc within a broad framework of social justice 
and good. 

Expansion and llRBANisAnoN 

As a corporation operating in the market, 
the collective village is al.so subject to what 
seem to be the 'laws of the market’. I'he chief 
of these is the requirement to accumulate. 
It is on a higher level of accumulation that 
these villages have built their prosperity. But 
surpluses once generated cannot be stopped 
once they have reached a level that the village 
considers adequate. Were the workers to 
desire more leisure they would soon be 
outcompeted in the market by some newer 


andnumcost-effacdVeprodiiicers. Accumu¬ 
lation cannot be stopped. At the same time 
there are geographical limits to the village. 
These villages are quite small and in the case 
of both Huaxi and Naqjie they have reached 
the limits of accumulation within their own 
territory, as it were. 

One alternative in order to continue 
accumulation is to intensify production by 
going in for more capital-intensive and less 
labour-intensive lines of production. This is 
not so easy, as they do not have the requisite 
managerial and technical knowledge to move 
into hi-tech industries The other alternative 
is to expand intootherareas, ineftixt bringing 
other areas under their sway. This is what 
has happened in Huaxi. 

The Huaxi village company has lea.sed 
10,000 mu in the northern province of 
Heilunjiang. This will be used to grow rice 
to meet Huaxi’s quota of delivery to the 
state, thus freeing some of Huaxi’s land for 
industrial use. The village has leased a hill 
side from ancighbounng village, and invested 
money to turn it into a theme park and tourist 
attraction. Huaxi guarantees loans to 
neighbouring villages. Most important, with 
four neighbouring villages, Huaxi has joined 
to form a 'Huaxi group', in this way the 
village of Huaxi is becoming the centre of 
a new urbanisation, encompassing a group 
of villages. There is even an incipient 
transnationalisation. Besides investing in a 
hotel in Beijing, Huaxi plans to buy land in 
Brazil, for grain cultivation, and in Holland, 
for tiower cultivation! In preparation, it has 
already sent someof its youth to study Dutch, 
Spanish and English. 

Rather than existing urban centres 
expanding to bring rural areas under their 
sway, what we are witnessing here is another 
form of urbanisation. As rural industry 
expands out of the geographical bounds of 
a village, a group of contiguous villages get 
economically connected to form a new urban 
centre. 

An urban center, however, is not just a 
concentration of industries. It is also the 
existence of a social, educational and welfare 
systemlikethoseinthecities.Inthese villages 
straight line streets at right angles to each 
other, along with multi-storeyed residence 
buildings in Nanjie. have created an urban 
landscape of the 'modernist' type. The 
coming together of persons from many areas 
to work in one area has broken the isolation 
and narrowness of the rural social system 
of kinship-based residence. The scope of 
social interaction has increased. Youth, in 
particular, must value the opportunity to get 
away from familial supervision and control. 
Shilt working has created a rhythm whiph 
is not bound by the dawn to dusk nature of 
agricultural work. 

The villages have also instituted social 
welfare systems that are of the type available 
in Chinese cities. Houses and their facilities 
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are ofdty-type, with heating, cooling, piped 
gas for cooking, piped water, refrigc^or, 
washing machine, bath tubs, and. of course, 
TVs, receiving satellite programmes. 
Medical facilities and insurance are .still not 
of the urban type. Nor is education. 

For urban-style medical and educational 
facilities the villages would need to 
encompa.ss a larger area and population than 
at present. Or, alternatively, as Hanchunhe 
has done, they could invest in education as 
they would in any other sector, recovering 
the cost by admitting noii-village students 
on a full-cost basis. But in most other areas 
of social welfare, these villages arc more like 
cities. Rather than cities expanding to 
encompass rural ureas, in these cases it i.s 
the villages that have iiccome urbam.scd. 

Pkoi’ERTy and Sw'Ial Rei.ations 

What is the nature of the property of the 
collective villages'' In order to analyse this 
question we need to think not in juridical 
terms, but in economic terms. As the theory 
of the firm has made clear [Demsetz 1983] 
it is necessary to sec the right to manage, 
over residual incomes, and to alienate as the 
complex of rights that comprise ownership. 
The managemcntofrcsourccs is in the hands 
of the party committee. But the party 
committee is not the only claimant to the 
residual income, it is also the whole village. 
This difference makes it difficult to identify 
the collective resources as the property of 
the local government las in Puucrman 1995]. 
Such a charactensaiion does not capture the 
important difference between villagers, 
members and employees of higher level 
government-owned enterprises, in which 
employees do not have any claim over 
residual income. At the same time, the parly 
committee’s right to manage the re.sources 
docs not flow from its being chosen for that 
purpose by the village and it is not possible 
to think of the villagers as having the right 
to removeor change the party committee that 
manages the collective pru(rerty. 

The simultaneous existence of the party 
committee’s exclusive right to manage and 
the villagers’ residual claims, shows that this 
form of property could be uastablc. One 
possible line ot evolution is already visible 
- in the direction of the management stratum 
separating itself from the rest in a share¬ 
holding system that economical 1 y formalises 
what is now politico-administrative. This 
has been propo.sed in Huaxi, with the 
management stratum holding controlling 
interest in theshares.and the villagers getting 
the residual in proportion to their smaller 
shareholdings. This would make the 
collective like a joint-stock company, with 
the villagers initially holding the stocks. But 
given the villagers’ stake in the village 
corporation, it is likely that even in such an 
eventuality an implicit contract guaranteeing 
‘life-long employment’ and a minimum level 


of welfate. may characterise the firm that 
emerges from such a transition, rather than 
the standard Ford-Tayior 'hire and fire’ type 
of firm, The new firm might have an even 
stronger commit mcnl to the original vi I lagers 
than the Japanese-stylc ’Z-firm' has to its 
cote of permanent workers, who typically 
do not have any ownership stake in the firm. 
Will migrant labour function like a reserve 
army of unemployed in this case'.' So far the 
cyclical throwing of labour into the reserve 
army is not manifest. Rather, we have .seen 
that attempts are made to carry migrant 
workers through the transition from one line 
of production to another. 

Another possible lineof evolution is where 
the ownership right of the villagers is 
formalised and their right to choose the 
managing committee of the village 
recognised! This would make these villages 
more like the Mondragon collectives of the 
Basque country in Spain. This is an unlikely 
prospect inChina' scuirent political structure. 

The collective villages are private, in the 
.sense that the claim to the residual is that 
of a specific group of persons, the residents 
of the villages, and not of others. This again 
IS a sense that is not conveyed by calling 
them the property of the local governments. 
Private property can be collective, as, in fact 
jomi-stock companies arc. Private property 
need not he individual property, nor need 
It lie tradable or alienable. Non-tradable, 
non-alteiiahio entities can also function and 
prosper in the market. The requirements of 
efficient production in the market can be met 
by such collectives. 

These collective.s are able to quite well 
handle problems of shirking. The ‘free rider’ 
problem is hardly seen to arise. One reason 
is that the villages have a long history, at 
least dating hack to Liberation in 1949. of 
collective action, or at lea-st of action under 
the leadcrshipof the party-.statc. The Licl that 
there i.s not so high a level of relative 
inequality in incomes and that accumulation 
is collective and not personal, help preserve 
the confidence in each other (assurance 
condition) that is necessary to a well- 
functioning collective system. A weli- 
functioning collective system could also 
break down if there is no proper provision 
of monitoring and sanctions for violating the 
requirements ot labour. This, as wc have 
.seen, is quite elaborately fashioned in these 
villages, using a combination of bonuses and 
graduated welfare payments as sanctions lor 
violations of the requirements of labour. 

For the villagers, the combination of work 
norms with welfare benefits work.s quite 
well in not having to impose too harsh a 
regime, like that where dismissal is the 
ultimate sanction in the market. This type 
of .solution IS possible only because of the 
combination of village welfare systems with 
enterpri.se functioning. It would not be 
possible for an enterprise on its own. with 


a separation between enterprise and village. 
Since the residents have a considerable stake 
in the village, including a stake in having 
arcpuiaiion for good work.discipline among 
villagers can easily be fostered, without 
involving an onerous regimen, with frequent 
resort to drastic sanctions. 

The problem is with regard to migrant 
labour. The solution that one sees in Nanjie, 
for instance, suggests that a membership 
criterion based on labour contribution and 
al.so making membership only a right to 
labour, can resolve the alienation problem 
for migrant labour. In part, this could also 
be ic.solved by extending the area of the 
collective village to include a few around, 
so that a group of villages develops into an 
urbanised, industrial centre. 

What stands out in these villages is the 
very high rates of accumulation they have 
achieved. In the initial phase the paucity of 
surpluses in family hands is made up by 
village-based accumulation. Subsequently, 
a strong leadership, in a sense accepted by 
the villagers, ensures a continued high rate 
of accumulation. For China as a whole, 
savings is about 40 percent of gross income. 
For these villages, the figure may well 
approach SO |ier cunt of gross income. 

Is this possible only because of the 
existence ol a strong leadership that 
monupollkes management decisions? .Such 
a view would ignore the actual support in 
the village for these high levels of accumu¬ 
lation. The village, and not only its manage¬ 
ment cadre, has internalised the slogan of 
‘Accumulate, accumulate!' which, as Marx 
pointed oui, IS the law ol capital. 

With the various enterprises parts of a 
collective, even like departments of a 
corporation, thercisallcxibility which would 
not he available in individual collective 
cnterpri.scs on theiro wn. The culiccti vc funds 
can be u.scd to .start up new enterprises and 
co<'er their lo.s.scs in the initial period. The 
redeployment of labour when changinglines 
of production becomes more possible. The 
village can deliberately decide to .subsidise 
certain aicas of production or activity, like 
grain production in Liumiriying. All of this 
is made (Hissible by the collective organi¬ 
sation ot the village as a whole. 

The provision r»f welfare services does not 
have to be financed by taxes, whose use 
citizens may not be sure about. The direct 
tclation hetwceti village funds and welfare 
services allows for a greater support for 
welfare futiding. 

Village-level welfare services also allow 
fora greater tlcxibility in familial and gender 
rclatioiks. The older generation can maintain 
a clo.se relation with the younger, without 
being financially dependent on them. While 
ihcqucstioii of women’s burdensof childcare 
and domestic work have not been tackled, 
the requirements of skilled labour for 
industrial expansion and the provision of 


Ecoiuimic and Political Weekly May 10. 1997 


1045 



houses from the village pool, have made it 
possible for post-marital residence to move 
away from the strong pattern of virilocality, 
generally observed in China. When in¬ 
heritance becomes inconsequential, then 
post-mantal residence gains in flexibility. 
Further advance in changing gender relations, 
the ubiquitous “division of labour” between 
men and women as largely skilled and 
unskilled labour, respectively, and women's 
double-burden of combining career with 
housework, depend on the development of 
a sense ofoutrage at these inequities, the type 
of outrage one secs in the collection of short 
stories / Wish I Weiv A Wo/f (New World 
Press, 1994). Otherwise they will continue 
to be legiti mised as invariant parts of “Chinese 
culture". Chincseculturc.like ‘Asian culture’ 
generally, is now a political stance to justify 
the continuation of various inequities. 

VIII 

Conclusions 

In this brief conclusion, we sum up the 
achievements and weuknc.sscs ol the 
collective villages in the mam areas that we 
investigated. The tniiial accumulation of 
capital differs fiom the usual primary 
accumulation process in that it was not based 
on the formation of money hoards in the 
hands of a few and the tormation of a class 
of pnrpcrtyless workers, who would be forced 
to work for wages. Rather, the collective 
process enabled industrialisation to begin 
with what would individually have been 
small amounts of surpluses. At the same 
time, surplus labour from agriculture was 
drawn into industry without their being 
dispossessed from the land. This began a 
processof reinvesting local surpluses locally, 
rather than the more familiar pattern of rural 
surpluses being siphoned off through the 
banking and other mechanisms into urban 
investment. 

Tlic collective villages have also demon¬ 
strated that agricultural mcchanisatton in a 
market system need nut proceed through the 
concentration of large units of production 
in the hands of a few ‘specialised households' 
through the real dispossession of many 
landowners, as has been happening in other 
parts of China, and as is proposed as an 
efficient solution to the problem of institu¬ 
tions that promote mechanisation, most 
recently by Deinmgcr( 1 ‘>95). Mecham.salion 
through the formation of a market lor land 
is both slow and painful. I'he collective 
villages have been able to rapidly mechanise 
and intensify agriculture without disposses¬ 
sing a sect ion ftom the land. .Simultaneously, 
the different form of specialised agncultural 
workcis do not have to suffer a lower income 
due to the lower productivity of agnculture 
as compared to industry. 

With respect to accumulation and bui Idtng 
up a material base to move out of poverty, 
the villages have obvio-isly done very well. 


Even for Giina their rate* of accumulation 
are high. Their high rates of accumulation 
depend on two factors - acceptance by the 
villagers of the decisions of the leading body, 
the party-state-corporation’s committee, and 
on the relatively low wages (including current 
and accumulated welfare benefits) paid to 
migrants. Though the condition of migrants 
is better than in other rapidly industrialising 
parts of China, they still are distinctly worse 
off than the villagers. 

Can the above experience of rapid 
accumulation be replicated without the same 
distinction between villagers and migrantsl 
Obviously not. But a lower rate of 
accumulation, with a better distribution of 
incomes over the region of the village and 
its hinterland, and not just the village itself 
as at present, would increase the area over 
which social conditions conducive to rapid 
growth arc established and reduce the 
contradiction between the villagers and 
migrants, as also between the collective 
villages and other villages annind. 

Recognising that entrepreneurial capacity 
is not evenly di.stributed, the collective 
villages have been very successful in harnes¬ 
sing individual entrepreneurial skills to 
collective benefit. At the same time the 
collectives are able to take up risky options 
better than indi vidual enterpri.ses could. They 
are also able to manage the transition from 
one production line to another without the 
usual disruption in employment cau.scd in 
private enterprise regimes. Further, a rela¬ 
tively homogeneous collective village can 
successfully innovate collectively, as in 
developing an ecological agriculture system 
which depends on a large area to be operable. 

Equity and high welfare benefits have not 
come at the expense of efficiency. Rather, 
they together contribute to the identification 
of members with the villages, an identification 
that is crucial to building efficiency. While 
these collective villages have yet to face an 
economic crisis of any substantial .sort, one 
can well .see that they would be able to 
institute methods of sharing the burdens of 
the crisis. And thus be subject to less strain 
and cope with the crisis better than areas with 
personally-owned enterprises. 

The combination of welfare benefits with 
valuations of labour in the workpl ace, enables 
discipline to be maintained, without too harsh 
a system. The pioblcm in this regard too is 
with migrant labour. There is no getting 
away from the fact that therelati ve alienation 
of migrants is at the root of the discipline 
problem and can only be sol ved by in.sti luting 
methods whereby the labour of migrants can 
earn them a status equal to that of villagers. 
A labour contribution criterion earning 
membership, as in Nanjie, could assure 
migrants a stake in the continued development 
of the village centres. 

Within the workplace the organisation of 
work follows traditional assembly line 


methods. There has been no attempt to uy 
out less alienating methods of work 
organisation, like work groups, job. rotation 
and flexible methods of supervision. 

High levels of welfare paymems, outside 
of wages, are maintained by the incomes of 
the collective villages. The clear connection 
between labour and the use of the surplus 
for local benefits probably helps avojd the 
alienating effects of a system of taxes and 
indirect welfare beneftu. At the same time, 
a connection between labour performance 
and welfare benefits preventsthehigh welfare 
benefits from becoming a disincentive to 
work. 

The spread of industry into these villages 
has created a demand for skilled workers and 
profes.sionals far beyond the local availability 
of such persons. As a result the industrialised 
villages have not only reversed the usual 
rural to urban ‘brain drain', but even 
attracted more skilled workers and pro¬ 
fessionals from outside. 

In the sphere of gender and generational 
relations, the reduction of the dependence 
on the family for old age requirements, 
removes one important source of friction 
between the generations and particularly 
between parents and the daughter-in-law. 
But the continuation of family-based accounts 
means that in control over income and 
expenditure the bargaining position of 
women is not as strong as it would be in the 
case of .separate accounts. The general 
confinement of women to lower levels in the 
wage .system reinforces women’s weaker 
bargaining position. 

Theelimination of the inheritanceof houses 
has introduced flexibility in post-marriage 
location, while the high demand in these 
villages for skilled labour encourages 
husbands moving into the industrialised 
villages. This stands in stark contrast to the 
general discouragement of in-marrying 
husbands in most parts of China. 

With women moving into factory and 
managerial work, the continuation of their 
hou.sehold responsibilities is clearly 
becoming a strain, and affecting the career 
pt aspects ofthese women. Collective welfare 
and provision of collective services can be 
used to both reduce the burden of housework 
and bring about a greater sharing. But the 
understanding that the observed patterns are 
necessary features of Chinese culture, an 
understanding shared by the leadership of 
these villages as well as other cadres, means 
that the problems of women's career 
prospects and the burdens of household 
responsibilities are not tackled. 

While a managerial class of cadres is 
visible, other class distinctions also exist - 
those between professionals and workers, 
between skilled and unskilled workers, and 
between villagers and migrants, with the 
distinction between women and men cross¬ 
cutting the above. In the process of arriving 
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at economic and social decisions and 
regulations what is lacking is a process of 
direct democracy and direct participation of 
the villagers in these decisions and 
regulations. Given the small size of the 
villages, a couple of thousand adults each, 
institutions like village assemblies could both 
# 1 : the forums for key decisions and also act 
as regular monitoring andcontrol institutions. 
But this role of direct action by the workers, 
as also the earlier mentioned one of going 
beyond existing forms of the gender division 
of labour and women’s double burden, are 
matters that have yet to be tackled in 
China's economic and political system. As 
a result, whileassuring substantial economic 
rights, in the right to gainful employment, 
to welfare benefits and education, these 
villages still have a largely unexplored 
potential in extending the area of direct 
participation of all adult citizens in key areas 
of decision-making and monitoring. Such 
social and capability enhancement is also a 
part of development, which is not just a 
matter of higher incomes and social welfare. 

The collective villages demonstrate the 
possibility and importance of building units 
of comprehensive identification at a local 
level. In other cases workers' identification 
with their enterprises and with their residence 
units are disjointed. In these villages the 
identification of its members with the vi i lage 
is comprehensive, encompassing economic, 
political, social and familial relations. While 
some may prefer the anonymity of metro¬ 
politan centres, the price of this anonymity 
is a complete fragmentation of individuals’ 
identification, with its attendant social and 
psychological costs abundantly illustrated in 
the metropolitan centres of the world. Here, 
the collective villages have been able to 
build and strengthen an identity that is local, 
and not sodistant as theregionorthe ‘nation’. 
At the same time, there is no scope for 
different ways of doing things. Social con¬ 
formity is enforced by numerous sanctions. 

An identity to which one can give 
allegiance is one of the social aspects of 
development. Such allegiance is important 
for arriving at and implenieiiting decisions. 
The combination of ownership with labour 
creates a stronger allegiance than the 
separation of the two. A measure of equity 
or perceived fairness is necessary for the 
continuation of identification. This is 
strengthened by the security of being able 
to rely on the village for one’s future, 
including both employment and old-age. 
The problem here is with regard to the migrant 
workers. As pointed out earlier, migrants' 
alienation or lack of identification with the 
village needs to be tackled, even at the cost 
of a slower rate of accumulation, for the local 
community to become stronger. 

Economic and social development of the 
type seen in these collective villages requires 
a strong decision-making and implement¬ 


ation system. Identification of the members 
with the village is a prerequisite for such a 
decision-making and implementation 
system. A strong decision-making and 
implementation system, however, need not 
be paternalistic, with little direct participation 
by members. The challenge is to be able to 
devise a system that would allow direct 
decision-making on the main directions of 
economic and social development by all 
members, men and women, with powers 
then delegated fur the implementation of 
those directions, subject to continued and 
frequent supervision by the members. 

Where the collective villages have 
demonstrated an abundant potential is in the 
possibilities of decentralised village-level 
industrialisation. Starting with small 
amounts of capital, but with a relatively 
homogeneous economic class structure, 
formerly backward and poor villages have 
emerged as new industrial centres. While 
effective decision-making and implement¬ 
ation arc. required to maintain high levels of 
accumulation, these, as discussed above, can 
be much more based on direct political 
participation by adult members. As a result 
the tix'us of industrialisation and urbanisation 
of welfare systems has been shifted from the 
expansion of existing urban areas to the 
creation of new urban centers in the rural 
countryside. The mam lcs.son that other 
countries can learn from the.se collective 
villages in China, is that decentralised village- 
based industrialisation can transform the 
economic and social picture of the 
countryside within the space of a single 
generation. 

(Concluded) 

[This study was financed by the Department of 
Inlemalional Cnopcraliun (LKJIS) of the Dutch 
Ministry of Foreign Affairs. Our special thanks 
to Paul tur Wccl. of the DGI.S. Asia Dcpartiiient, 
whose keen inicresi made the study possible 

Tile field work for the study was undertaken 
in the month of April 19%. The Ceiilre for 
Integrated Agncullural Development (CIAD) of 
Beijing Agnculiuial University was our host. 
Thanks to iii Director, Li Xiaoyun and Liulmg 
and Ma who made all ihe arrangements and Li 
who drove us in and around Beijing. De.spite 
being home on vacation front the AIT. Guo 
Ruixiang helped us in making arrangements and 
with translation in Beijing and Hanchunhe. 

At the Oenderand Development Studies Centre, 
Dong Weizhen was Ihe interpreter for the field 
work. Her interpretation was an important 
contribution to the field work. Wang Yunxian 
and Li Rongmei translated the schedules and 
helped in many ways in makingthe arrangements. 
Jitra Phongrea cheerfully bore the burden of extra 
duties in providing the administrative support to 
Ihe research project. 

In China. Hu Biliang, now with the World 
Bank, drew our attention to Ihe village of Huaxi 
in Jiangsu province He went out of his way to 
moke the arrangements for our visit to Huaxi and 
contributed to the team's work in Huaxi. There 
were many other persons, teachers, cadres and 


others who focilitoted our various visits. Our 
thanks to all of them. 

Most of alt our thanks go to the cadres and 
people of the villages of Nanjic, Liuminying, 
Hanchunhe and Huaxi. Despite running what are 
in effect quite large collective enierpnses. the 
leaders of tlicsc villages look lime off from their 
busy schedules u> answer our numerous questions. 
In Ihe villages of Nanjic. Liuminying and Huaxi. 
where our research team stayed for a number of 
days, we remember the warmth with which we 
were received. The cadres of Nan|ie mode very 
special efforts to facilitate our work and enabled 
us to investigate whatever we wanted to see and 
to meet whoever we wanted to meet Of course, 
cadres were present in most of these discussions, 
except lho.se which took place in homes. 

With the large debt 10 all the persons incniioned 
above, and given the inevitably controversial 
nature of our analysis, it becomes even nuire 
necessary to reiterate that none of them have any 
responsibility for the analyses, interprclalions 
and conclusions in this study. The responsibility 
lies solely with the two authors 

Earlier versions of this study were discussed 
at seminars at the Centre for .Studies in .Social 
Sciences (CSSS), Calcutta, Institute for Chines 
Studies. New Delhi; and the Gender and 
Development Studies Centre, AIT. Bangkok. Our 
thanks to the participants in these seminars for 
the many questions they raised.] 
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DISCUSSION 


Rethinking Legal Justice for Women 

Rckha Pappu 


KUMKUM SANGARPs essay [Sangari 
1995} positions itself as an intervention in 
the debate about the uniform civil code with 
the stated purpose of changing the terms of 
the discussion. Sangari seeks to undermine 
the centrality that the religious communities 
have come to acquire in the discussion 
regarding legal justice for women and instead 
makes a ca.se for focusing attention on 
multiple and overlapping patriarchies. 
According to Sangari, a shift of focus is 
nece.ssary because religiouscommunities are 
invariably inimical to the interests of women 
and therefore cannot function as the site for 
initiating gender-just legal changes. On the 
other hand. Sungari contends, since all religi¬ 
ous communities are them.scivcs patriarchal 
with areas of significant overlap among t hem, 
targeting these multiple patriarchies would 
enable the drafting of gender-just common 
laws. Sungari's essay thus destabilises the 
ahistorical. monolithic concept of religious 
communities u.sed in thediscussion regarding 
the uniform civil code. 

The task ol critiquing the inegaliturian and 
undemocratic aspects of religious com¬ 
munities is an imperative one. However, I 
shall argue that Sungari’s vciy conccptuali- 
sationofthewholeissucofjusticc for women 
is deeply problematic because of its dis¬ 
engagement from questions rcgiuding the 
state and the legal system. In fact. I wish 
to contend that Sangari’s vision of state- 
guaranteed gender justice, following her 
denunciation of religious communities, is a 
function of her refusal to engage with 
questions that significantly impinge on the 
problem of justice. Inotherwoids, Sangaris 
denial of the force of these questions is what 
shapes her analysis of religious communities 
and gender justice. As a result, Sangari’s 
critique of religious communities charac¬ 
terised in a 'left commotisensicur manner 
invites easy agreement. The conclusions 
drawn from this critique, however, arc hasty 
and impracticable precisely hccau.se the cru¬ 
cial issues of state involvement and the 
character of the legal system are swept away 
in the ground-clearing exercise that Sangari 
undertakes. In my response to Sangari’s 
essay, instead of examining the details of 
her arguments I will broadly rearticulatc 
questions (voiced often enough as the major 
preoccupations of our times) that are inex¬ 
plicably absent from Sangari’s analysis.' 

Framing the entire issue as an either-or 
question (notwithstanding the stated claim 
of moving away from a polarisation of this 
kind), the thrust of Sangan’s article is to 
explain that nghts for women can never be 
actualised within religious communities and 
therefore to insist that they should be 
conceived of only wi'hin the parameters of 


the nation-state. Sangari contends that in the 
context of global capitalism, individual rights 
granted by the state can provide the only 
solution to the patriarchal oppressions that 
women face. This conclusion is made 
espcx-ially pertinent in her opposition to those 
who seek to reconceptualise issues related 
to religious communities. Arguing against 
an unnamed “section of the intelligentsia” 
that upholds cultural diversity of the religious 
communities as a possible means of resisting 
capitalism, Sangari asserts that the rights 
available under personal laws do not take 
“present needs” into consideration. She 
therefore asks, “[Ajnd can we have the one 
sort without the other, that is, global 
capitalism without individual rights'.' Can 
women function under capitalism (which 
exploits individual labour) unprotected by 
commensurate rights between individuals 
and rights protected by the state?” (3301). 

Sangari’s justification of individual rights 
seems inconsistent with her dismi.ssive 
reference to them i n an earlier context where 
she asserts that 

it would be literally impassible to institute 
a 'decentralised' legal particularism on the 
basis of all piimordial community claims - 
religious, .sectarian, linguistic, territorial, 
caste or hfc-contcxt. This would be a self¬ 
cancelling procedure, since the sheer multi¬ 


plicity, even of politically articulated claims, 
would throw one back, ironically, on notions 
of the individual and individual rights. (329Z 
second emphasis mine.) 

A closer examination of the two formulations 
on individual rights, however, reveals that 
they do not necessarily contradict one 
another. The two statements taken together 
imply that, for Sangari, the concept of 
individual rights is justifiable only when the 
state administers them, but not when they 
are ensured through 'decentralised' 
community adjudication, irrespective of 
whether the community is a religious one 
or of any other kind. 

Sangari’s emphasis on individual rights 
follows from her contention that the religious 
communities function in an “ideologically 
precapitalist and pre-contractual realm” 
(3298). This characterisation of religious 
communities though is at variance with her 
own earlier analysis. In the context of her 
opposition to the stance of unnamed anti- 
modernists Sangari argues that “(Rjeligious, 
communities arc neither local, nor 
precapitalist... In recent decades...a closer 
alignment of religion with capitalist processes 
is visible...” (3291). 

The point of this rather long exercise in 
close reading was to surmise that though the 
aim of Sangari’s analysis in the article is to 
historicise religious communities and to point 
to the various changes (for better or worse) 
that have been taking place, in the ultimate 
analysis, she regards religious communities 
and their ideology as pre-modern. Conse- 
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quentiy, she is willing to engage with the 
modern bourgeois state but not the seemingly 
pre-modem religious communities. The 
related questions of how this modernity of 
the state was constructed, what it means for 
women, and how it functions, are crucial 
ones. Since they arealso very largcquesiions, 
I will sidestep them here expressing just a 
generalised reservation that the mr^emity 
of the state has not necessarily benefited 
women. Also, given the importance that 
Sangari attaches to patriarchy as the rea.son 
for refuting religious communities, her own 
turn towards the modern state is ironic indrxd. 
Especially after she points out early in the 
essay that 

[T]he relation of the state to women is 
patriarchal, undemocratic and class 
differentiated; the state has persistently 
defined women in relation to men, used and 
made labour grids, perpetuated the in- 
visibilisatton of domestic labour, governed 
both land relations and distribution of 
resources, enforced the rule of property in 
ways specially unju.st to women, created 
class and gender inequities through 
'development.' reproduced women’s eco¬ 
nomic dependence, co-opted many women’s 
initiatives, and is now (with the new 
economic liberali.sation) withdrawing from 
its welfarist functions (which could have 
mitigated thcpatriarchicsoperating ill family, 
community and workplace) (3294). 

It is surprising that an essay such as Sangari ’ s 
which makes a case for studying multiple 
patriarchies should repeatedly stress the 
patriarchal aspects of religious communities, 
but make only a loken criticism of the 
patriarchal nature of the state. Instead of 
integrating an analysis of 'state patriarchy' 
in the examination ol the present impasse, 
the criticism of the state is only rehearsed 
in a mechanical manner. Once this criticism 
has been used to argue that the state cannot 
be allowed to legislate laws for women, the 
patriarchal nature of the state is made in visi ble 
.so that the responsibility of ensuring gender- 
justice can then be vested with the .same 
state! As if the mere curtailing of the state’s 
legislative functions would render it 
incapable of endorsing patriarchal bias. By 
omitting to probicmatisc the patriarchal 
nature of the state, Sangari' s analysis has the 
effect of merely shifting the domain of 
exercise of patriarchal privileges from the 
communities to the state. Even if gender-just 
laws are framed by “democratic, left and 
feminist organisations,” (3388) the solution 
to the vexed problem of legal justice for 
women'is still envisaged in terms of state 
implementation of these laws. 

Sangari’s passing criticism of the 
patriarchal nature of the state, moreover, is 
made only in the context of her argument 
that the state endorses the patriarchal 
organisation of the religious communities. 
The implication is that the patriarchal nature 
of th& state is somehow an effect of the 
patriarchal arrangement of the religious 
communities. And once the women’s 
mo venr.e.it approaches it with a set of common 
gender-just laws, the state will shed its 


patriarchal skin and concede the feminist 
demand for the implementation of laws 
drafted by the women's movement. In this 
context, yet another crucial issue gets elided. 
Sangari’s analysis, by the very logic of the 
conclusion towards which it is moving, 
cannot take into account a critique of the 
relationship of the women’s movement with 
the state. Since the women’s movement and 
the state arc instituted as the legitimate actors 
within a field of conflict, the relationship 
between the two is one that cannot be probed 
too deeply within the framework that Sangari 
adopts. However, I would like to argue that 
an investigation of this relationship would 
not only highlight the working assumptions 
and goals of the women’s movement but 
would also provide a comment on the manner 
in which the state itself functions 

Several studies have shown that in com¬ 
parison with the western feminist movement, 
the Indian women’s movement has a 
markedly different history and mode of 
engagement with the state as a result of its 
common history, with the Indian .state, of 
resistance to Briti.sh rule. The struggle for 
independence resulted in the formation of 
a state that from its inception promi,scd equal 
rightsforwomcn.Toihisextent, the women’s 
movement .and the state have both been 
working to cn.surc that women benefit from 
the rights timl they have as citizens. Since 
these rights arc not uniformly actualised. the 
women’s movement has often been at log¬ 
gerheads with the state on a number of issues. 

Notwithstanding the fact that the Indian 
women’s movement’s engagement with the 
state has been crucial for its various activ¬ 
ities, there has been no thoroughgoing 
analysis of the munner in which the movement 
and the state relate to one another.^ For the 
must part, the women's movement has had 
an oppositional relationship with the post- 
independence nation-state, in fact, it seems 
to me that a icdticti vc and simplistic nai rati ve 
of the women’s movement’s engagement 
with the state would be a repetitive one: 
protests pressurising the state to take up 
certain initiatives oroppc.sition to .some state- 
spun.sored measures resulting in limited 
success m terms ul the conditionalities ot 
the women's groups being accepted: followed 
by the movement once again coming up 
against fresh dilemmas cither because of the 
dilution of the rule.., or becauseof loopholes, 
or tardy implementation policies, or 
unforeseen aspects of the issue cropping up 
or because the movement rethinks its ethical 
and political priorities. Such a reading, of 
course, irons out the complexities of each 
issue where the women’s movement and the 
state have been involved. 

A nuniber of questions therefore need to 
be asked. Which arc the women’s issues that 
meet with immediate rcspon.se from the state? 
What manner of formulation ensures their 
legitimacy with the state as opposed to those 
issues and formulations that arc cither 
shelved, ignored or labelled anti-state? The 
women’s movement has been as much shaped 
by, as it has sought to shape, the different 
understandings of the nation and the nation¬ 


state. What are the current historical 
peaeptions of the nation state by the diverse 
sections of the women’s movement? At a 
time when sections within the women's 
movement arc apprehensive about the bona 
tides of the state, what motivates the 
confidence we are reposing in the state? How 
do we explain the case and comfort with 
which the women’s movement is engaging/ 
negotiating with the state? Many of these 
questions have not yet been addre.ssed. As 
Mary John suggests; 

Our critique of thestate is mcompleie because 
we have not taken its class and caste 
composition and iduntifications seriously 
enough. The state may thus respond at times 
with alacrity - to the claims made upon it 
by the women’s movement, whose 
spokespersons arc invariably middle class 
and upper caste, and who are also familiar 
with its structures. The story is quite different 
when ii comes to implementing policies oi 
laws in favour of a woman of a different 
class and caste, especially when it involves 
opposing those with whom the state 
identifies. (John 1995' I4J 

Kclatcdly.tlicque.stionofhow furanation- 
statc that is breaking up in the face of global 
capitalism can fulfil its welfare promises 
also needs to bcdiscus.scd. The inverse logic 
of Sangari’s solution about individual rights 
combating the threat of global capitalism 
suggests that a singular, unitary and unifying 
legal system could serve as the primary 
detinmg featureof the nation-.staic. However, 
it is debatable, whether, and in what manner 
this legal system of the nation-state itself 
wou Id escape the interpret i ve grid of a capital 
capable of transtorming the very conception 
of 'gendcr-ju.sticc’. 

The ab.scncc of a critique of the legal 
system (which a.s a part ot the state machinery 
institutes it.scif in the public domain) also 
undermines the vciy significant point that 
.Sangari raises about the existing legal 
distinction between the public and the private 
.spheres, a distinction that is the legacy of 
colonial rule in India. Sangari is right in 
pointing out that ''[Fjrojectcd uniform civil 
codes are usually formulated as a replacement 
fur personal laws, and intended to fill the 
same spiice these occupy, a problematic space 
that rehearses a principle of legal division 
on the lines of public and privtitc domains” 
(3289). Sangan’s oppo.sition to this kind of 
di vision, however, takes the fonn of a demand 
fur bringing allaspcctsol civil laws, ‘public’ 
and ’private’ under the rubric of common 
civil laws that will operate in the public 
domain. Here too, the public domain which 
is equated with state functioning is neither 
adequately investigated nor problematised. 
As a result, the implication of Sangari's 
argument is that only the laws within the 
private domain, which arc governed by 
religious personal laws,discriminateagainst 
women, while the laws within the public 
domain, initiated and implemented by a 
secular state, are based on egalitarian 
principles. The rationality and impartiality 
of the state, therefore, is invoked by Sangari 
in the name of justice for women. 
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According to Sangari, the state would be 
more responsive to the demands of the 
women’ $ movement os com pared to the com¬ 
munities because "[U]nlikc communities, 
the state is theoretically committed to ensu¬ 
ring the rights of citizens as citizens” (3297). 
"Theoretically,” is indeed the operative word. 
Several activists and theorists from within 
the women’s movement have been ftKusing 
on, and criticising, the non-inclusion of 
women as real members of the nation-state. 
In fact, as Susie Tharu and Tejaswini 
Niranjana point out, the very imaging of the 
nation-state is premised on the exclusion of 
women, minorities and lower castes. The 
writings of Flavia Agnes too provide a lucid 
exposition of the manner in which laws are 
both framed and implemented such that they 
serve the interests of the bourgeois state.' 
Flavia provides example after example to 
reveal how the state, in the name of providing 
justice to women, henetlts in terms of in¬ 
creased powers that arc then vested in its 
enforcing machinery (such as the police). 
Sangari ton warns against the support that 
the state gives patriarchy. But by implying 
that the legal system is somehow outside the 
influence of the state and patriarchy her 
analysis ends up resituating, in an uncritical 
manner, the solution to women’s problems 
within the existing parameters of an anti- 
women and anti-minority state. 

Moreover, the problems intrinsic to the 
legal system and to the language of law do 
not figure in Sanguri’s analysis which urges 
a feminist process of legislation. Every 
feminist who has at one point or another 
engaged with law will agree with Patricia 
Williams that the “legal language flattens 
and confines in absolutes the complexity of 
meaning inherent in any given problem” (6). 
This of couf sc doesn't mean that weean now 
refuse engagement with the law and the legal 
system. More to the point is the question 
whether we, in the women’s movement, 
have as yet evolved a way out of the 
constricting language of the law to be able 
to draft them ourselves? Moreover, in the 
Indian context, the exigencies of the 
nationalist period produced certain formula¬ 
tions which continue to pervade the 
functioning of the legal system under the 
very aegis of the state to which Sangari seeks 
to hand over the responsibility of 
implementing gender-just laws. In other 
words, the parameters established during the 
colonial period continue to .structure legal 
functioning even today.'' A mere change of 
laws will not ncco.ssjrily counter theexisting 
colonial framework within which judges 
today delivertheir verdicts. Notwithstanding 
a recognition of this dimension of legal 
stmcturcs. the weight of Sangari ’ s arguments 
forces the conclusion that the only solution 
to the present impasse is to have fresh laws 
written by groups that support feminist 
endeavours so that by the same move, 
religious communities arc mechanically 
written out of the sphere of courtrooms, law 
and justice. 

To return to the question of religious 
communities, a concept that Sangari seeks 
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to exorcise. In spite of all the arguments that 
Sangari extends, the question still remains: 
If one is willing to engage and negotiate with 
the state apparatuses, in spite of its powerful 
institutionalised patriarchal structures, 
why not with the religious communities? 
Here 1 would like to engage with one of the 
reasons that Sangari advances. Before that, 
I wish to emphasise that I am not interested 
in supporting the patriarchal structures 
that religious communities endorse. How¬ 
ever, since I also do not equate religious 
communities with patriarchies or since I do 
not accept that the function of religious 
communities is the mere ordering of 
patriarchal units, I wish to look for ways 
of reconceptualising them so that one 
(especially a woman) is not forced to choose 
between accepting or rejecting them 
wholesale.' 

And very ironically, one of Sangari’s 
denunciatory references to religious com¬ 
munities seems to open up the possibility of 
rethinking the entire issue. I refer to the 
question of ‘primordiality’.'’ In reviewing 
the following debate around primordiality 
and btologism within feminist theory, 1 do 
not intend upholding essentialism or 
biological reductionism or primordiality for 
that matter. But it seems to me that the 
manner in which feminist theory has sought 
to engage with the issue of biologism and 
primordiality may have some significant 
lessons for the reconccptualisation of the 
primordiality of religious communities. 

While highlighting the oppressive and 
undemocratic aspects of religious com¬ 
munities such as their patriarchal bias, i nstitu- 
tionalised character and rigid definitional 
boundaries. Sangari also emphasises the 
primordial character of religious identities. 
The stress on primordiality is used by 
Sangari to sub.stantiate her argument that 
religious communities cannot be made the 
sites of democratic political initiatives. 
Her stand on this particular issue is cate¬ 
gorical, “[Pjrimordial claims cannot be a 
feminist principle because they are a 
principle of irrevocable division and will 
divide women by region, caste, religion and 
race. We can only take principled positions 
on the basis of non-primo^ial collecti¬ 
vities.” (3289) 

Sangari's centring of the issue of pri¬ 
mordiality could well rebound on the very 
community on behalf of which she argues: 
that of women. If primordiality per se is to 
be condemned, then the category of “woman” 
can also be dismissed as primoidial. The two 
most radical •novements today in the country, 
the feminist and the dalit movements, are 
often characterised as consolidating them¬ 
selves around primordial identitics.’Through 
her denunciation of religious identities as 
primordial, Sangari seems to have displaced 
one of the most exasperatingly persistent 
questions for feminism regarding pri¬ 
mordiality on to religion, without first 
addressing it in the context of debates within 
feminist theory. 

I refer here to the ongoing debates within 
feminism between two polarised groups 


largely referred to as the constructionists and 
dte essentialists. The constructionists insist 
that the category of ‘woman’ is a social 
construction and the essentialists stress that. 
natural and biological features characterise, 
^woman’.* Denise Riley has sought to 
emphasise the complexity of theprimordiality 
issue facing feminism. Commenting on tte 
suffrageclaim of 19th century England, Ril^y 
(1988) writes that the suffrage movement 
had to “insist on attention to ‘women’, and 
yet challenge what it [took] to be inappro¬ 
priate insistenceson ‘women’ which [sprang] 
from sexual conservatism.” Riley goes on 
to draw a parallel between the dilemma that 
faced the suffrage movenwnt and the problem 
that contemporary feminism faces in order 
to highlight the fact that most feminist 
formulations seem to rely, however mini¬ 
mally, on a residual notion of primordiality. 
As she points out, “contemporary femi¬ 
nism...in undercutting bad usagesof ‘women ’ 
may nevertheless behave as if there is a true 
and apt level of feminisation to which it, 
feminism, has unique access by virtue of its 
scrupulous commitment to women and their 
needs. It claims the authority to speak for 
‘women’s experience’ and it may take this 
category to be self-evidently true and 
originary.’’ [Riley 1988: 68] 

Riley’s representation of the problem 
suggests that primordiality is a concept that 
feminism itself, in its different phases, has 
been grappling with. In this context, it is not 
clear what political advantage accrues to 
feminist thought in the unequivocal 
condemnation of primordiality, especially 
in connection with issues of women and 
communities. Sangari’s argument is that 
"differential rights based on a primordial 
claim would keep creating new grounds for 
inequality and dissent even as they set out 
to resolve some existing areas of conflict” 
(3292). Are we to assume, then, that the 
formulation of “gender-justice” c''en as 
Sangari herself uses the term has entirely 
eschewed primordial claims? 

Though Sangari grounds her opposition 
to primordiality on feminism’s rejection of 
biologism, her own analysis has the effect 
of limiting a “woman’s” identity to her body. 
According to Sangari, “a feminism which 
is ba.sed on a critique of biologism and of 
the sexual division of labour rests, 
deflnitionally, on the right to chosen political 
alTiliation, and privileges social identities... 
above birth bound ones” (3289). The poli¬ 
tical affiliation that Sangari then goes on to 
valori.se at the cost of de-emphasismg caste 
and community is a ‘gender’ specific one. 
Her argument for shifting the terms of the 
debate from .state, ‘community’, and ‘reli¬ 
gion’ to patriarchy signals the importance 
she attaches to this kind of identity (3288). 
A certain commonality is assumed for 
women across class, caste, region and com¬ 
munity leading to a kind of analysis that 
Elizabeth Spelman describes as an “additive 
type of analysis.” Using the example of race, 
Spelman explains that 
according to an additive analysis of sexism 
and racism, all women are oppressed by 
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sexism, some women ore further oppressed 
by racism. Such an analysis distorts Black 
women’s experiences of oppression by 
failing to note important differences 
between the contexts in which Black 
women and white women experience 
sexism. The additive analysis also suggests 
that a woman's racial identity can be 
‘subtracted’ from her combined sexual and 
racial identity.* 

An analysis methodologically similar to 
the one Spelman describes i.s what enables 
Sangan to extract a unitary concept of 
’woman’ and thereby to make a case for 
unitary feminism. Her justification of a 
singular feminist approach is that “['rjhe 
stake in plural politics or overlapping 
feminisms, is usually based on narrow or 
sectional self-interest alone since they posit 
irreducible differences in terms of localised 
self-validating identities without addressing 
social disparities as a whole” (.1386). But if 
one were to accept, as I do.'Judith Butler's 
a.ssertion that it is ’’impossible to separate 
out “gender” from the political and cultural 
intersections in which it [gender] is invariably 
produced and maintained” [Butler 1990; 3], 
then, plural feminisms can be understood not 
as rcpre.senting “narrow or sectional self- 
interest” but us challenging the contextual 
configurations of gendet. And Sangari herself 
accepts that “any concrctisation ofa universal 
principle must be contextual” (3301). In 
fact, the characterisation of different 
feminisms as fostering “narrow or sectional 
self-interest” erases, inalotally undemocratic 
move, the political content of endeavours 
that have not coincided with mainstream 
feminism."’ 

Furlhcimore. in Sangari’s argument, 
pnmordiulity i.s pitted against a concept of 
choice held up as desirable, a concept used 
by Sangari in an unproblematised manner. 
The interlinked web ot social relations docs 
not allow for an easy denial of primordial 
identities or fur 'choice' through an act of 
will or through sheer determination." One 
can no more deny that one belongs to a 
certain caste, class, or community than one 
can deny that one is a woman or a man. The 
manner of deployment of each of these 
categories is what assumes importance. Our 
politics, therefore, should aim at a process 
by which significations around identities/ 
positions are affirmed, reworked or changed 
rather than evacuated c’omplctcly. Moreover, 
this has to be achieved through democratic 
means rather than thror.gh a policy imple¬ 
mented by the state. 

Following Ltnda Nicholson, who inter¬ 
rogates different conceptions and usages of 
the term ’’gender”, I would like to argue that 
the body need not comprise the determinate 
meaning for “woman”. Nicholson uses 
Ludwig Wittgcn.stein’s ideas which ‘’argu|ed] 
against a philosophy of language that claimed 
that meaning in general entailed...dctcr- 
minacy,” [Nicholson 1994: lOOjtoconclude 
that we need to “think about the meaning 
of woman as illustrating a mapof intersecting 
similanties and differences. Within such a 
map, the body does not disappear but rather 
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becomes a historically specific variable 
whose meaning and import are recognised 
as potentially different in dilTercnt histo¬ 
rical contexts” (101). In the present historical 
moment, issues of religion and caste are 
forcing themselves on us not just as primor¬ 
dial questions but as political questions. 

Therefore theie is the need to engage with 
them instead of taking a policy decision of 
not 'encouraging' them. A teleological 
narrati veof religious communities becoming 
irretrievably fixed in tlieirpatriarchies, blocks 
attempts at innovative kinds of engagement, 
not just with religious communities but with 
communities of different kinds. However 
Sangari's conclusion is th.it religious 
communities should have absolutely no role 
to play in the modem polity but should 
instead be contined to the cultural realm. 
Moreover. Sangari is confident that this neat 
compartmentalisation of areas of influence 
can be achieved by laws that feminist groups 
will draft. 

In fact, the importance that Sangari attaches 
to legislation is evident in her article which 
IS slaking a claim on behalf of feminist and 
left groups to this very process of writing 
laws. At the very outset Sangari asserts, 
“[Cjlcarly, as an anti-Muslim parly whose 
past and future existence mainly depends on 
hindutva, the BJP docs not have the right 
to dral t a uniform civil code” (3287). Ruling 
out what she calls “plural politics.” Sangari 
goes on to indicate who should decide the 
nature of the singular feminist politics that 
is to be deployed. In the introductory .section 
Sangan emphasises that "|T]hcre has to be 
a participation of women across castes, 
classes and denominations in deciding what 
new common laws should look like...” (3289). 
The conclusiiin, however, makes a slight 
shift, calling for a collective of “ieft, demo¬ 
cratic and teminist organisations (to) come 
together [so that [ they could work towards... 
thoroughgoing legal change." (3388) This 
formulation, iliough in keeping with San- 
gnri’s argument tliai the “right to .scrutinise 
and interrogate oui entire social milieu is a 
democratic right” (3293), docs not necessarily 
include women of all castes, classes and 
denominations, but only tho.se that affirm a 
certain political line of thought." The 
as.sumption seems to be that these demtKratic 
groups are not motivated by narrow scll- 
interest and therel ore will be able to distance 
themselves consciously from the various 
factors that overdetermine them, such as 
their class, location or culture. 

Here I am not questioning the motives of 
these groups which have been consistently 
working towards shaping an egalitarian and 
demiKratic society. Instead my question is; 
given the regretful lack of research (even by 
the left, democratic and feminist organi¬ 
sations) regarding the customs and ruitures 
of the divcr.se groups within the country and 
given also (he hegemonic nature of Hindu 
upper caste, middle class and urban culture, 
what is the operative understanding of 
"gcnder-jusiice”? Doesn’t the feminist 
movement tacc the danger of articulating 
notions of “gender-justice” in a hegemonic 


manner? Therefore, though Sangari is right 
in pointing out (hat arguments celebrating 
cultural divcrsii}' face the danger of masking 
disparity, this risk has to be balanced against 
the fact that only aclo.se attention todiversity 
can make possible multiple strategies for 
combating hegemonic formulations and 
understandings. Such studies, however, have 
not yet been undertaken. 

Kancha llaiah (1996) points to precisely 
(his kind ot lacunae in the body of 
’legitimised’ knowledge which has omitted 
to invcstigatenon-hcgemonic/suhaitem kinds 
of knowledges, philosophies and cultures, 
llaiah points out that in the absence of an 
understanding of the Dalitbahujan philo¬ 
sophy, the very imagination and horizon of 
political strategics is today limited to the 
upper caste and middle class knowledge and 
experience. Ilaiah’s probicmatisation of 
“legitimate knowledge and legitimate 
experience,” through his critique of the caste 
system in India, serves to significantly point 
out the limitations in the current use of the 
term ’gender-justice’ which is understoiKi in 
the context of the problems that upper caste, 
middle class, urban women face. The 
implication of llaiah’s critique is that the 
issue of gender justice is puiarised not just 
between a .secular, democratic It'll wing and 
an undemociatic communalised right wing, 
but between the Dalitbahujan approach to 
law and’justice ,ind the biahminical 
understanding - on both leii and right - of 
these notions. 

In fact.thistiesiii with.Sangari’s argument 
(hut the tunctional legitimacy of multiple 
patriarchies needs to be studied. However, 
(he urgency attached to di ailing laws even 
before such a study is begun, might be a 
misplaced decision that runs the risk of 
Ireczing a narrow conception of ’gender- 
ju.stice’ into iaws Additionally, a com¬ 
mitment to drafting laws also involves the 
danger of foregoing a critical space (hat the 
women’s movement has carved out for 
itscil. While women's organisations may 
draft laws and even gc it accepted hy the 
state, llieii effectiveness in critiquing 
adjudicatory processes will be lost,especially 
when the letter of (he laws that they have 
diafted is adhered to but its spirit totally 
reversed. 

Following tioin this dilemma, a case can 
be made for concentrating on adjudicatory 
proces.scs for the present moment. By 
'adjudicatory process', I reler to a process 
larger than is suggested by the legalistic 
ustige of the term: a process by which not 
only arc t’a.scs made out and argued in courts 
but a process which also effectively draws 
on, as well as shapes, feminist endeavours 
and politics outside the courtrooms. 
Strategising adjudication procedures would 
then ensure the participation of a greater 
number of women who would engage with 
law cither as lawyers, plaintiffs, activists or 
thcuri.sts. This would help the women’s 
movement understand the different con¬ 
notations that 'gender-justice' hasforwomen 
across class, caste and community. It is 
important to remember that the term’gender- 
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justice* itself is not an ahistorical, monolithic 
conception. And a sensitivity to its historical 
inflections cannot be captured by a mere 
multiplicity of common laws. 

The need for targeting adjudication as 
opposed to legislation requires further 
elaboration. However, thisdoes not lie within 
the scope of my response here. All the same, 
I would like to emphasise that my aim in 
this essay is not to object to the process of 
writing laws hut to direct attention to the 
conceptualisation of the problem it.selt. An 
argument tor writing ‘gender-justice’ into 
laws IS bound to be flawed if it brackets off 
the manner of implementation of these laws. 
The experience of the women's movement 
has amply demonstrated that the premise 
“let’s at least luivc the laws first and then 
fight for or urge its implementation'’, is a 
very chancy one. My point is not that we 
should now totally refuse engagement with 
the state or the legal system but that we need 
to develop a better and more critical 
understanding of the nature of the state and 
the legal system as also the mode of engage¬ 
ment we seek with them before we take 
it upon ourselves to draft laws. These 
critical pcrspecti ves, i n iurn, would moli vale 
strategies that are imaginative, innovative 
and effective in ensuring legal justice for 
women. 

Notes 

(The nunicrou.s discussions on issues of law and 
gender within the Anveshi Law Coiiimitlcc lieipcd 
me wnte this respon.se. I am therefore gratelul 
to all the nKiiilicrs of the Comniiltec ) 

1 Thciaskoferigagingwith/eritiquingSangari's 
article is a Jilficult one becuu.>e she doesn’t 
indicate who she is referring to when analy - 
sing different positions, such as that of 
the "anli-nuidernisls." “legal plurulists,” 
“indigenisi intellectuals,” proponents of 
cultural diversity, post iiiodeinists heaping 
“diatribes against the nation.” etc .Since there 
arc a number of signiricant differences within 
each of these positions, the absence of syKcific 
relerenees is very tioubling. Sangari .seems 
to attack a whole range of nuanced positions 
by collapsing them under a single rubric. 
I'hcretore. one agrees or disagrees with tier 
depending on how one guesses at the position 
under attack Additionally, the repetitiveness 
of style and the seemingly scleclive and 
rhetorical characterising of the coniplcx 
arguments of her opponents leaves one quite 
baffled. 

2 Flavia Agnes (I Uq2l and Indu Agoihoiri and 
Veena Mazunidiu' (I*>‘15) touch iqxin this 
issue in a very laiigeiilial manner. 

111 (lurlicular sec Klavia Agnes 1 19*J2. 1494, 
1995). 

4 Apart from the fact Ihut the legal framework 
established during the colonial limes makes 
a distinction between the public and the 
private, tlic legal system depends excessively 
on ihe sciiplures lo provide legal sanction. 
The scriptural texus themselves were inter¬ 
preted, translated and produced in a context 
mediated by the requirements of Ihe colonial 
rulers. It is important also lo recall that the 
nationalist elite set up the upper caste Brahmin 


woman os the epitome of all women during 
the 19th century. Moreover, since ihe brahmin 
woman was constructed as a victim, her 
problems were sought to be allevioicd by 
various legal refonns in a bid lo retrieve Ihe 
lost glory of the Vedic times whenshe enjoyed 
all rights and privileges. The women’s 
movement today faces the danger of con¬ 
tinuing lo preoccupy itself with this figure 
of the brahmin woman inscribed in the law 
since her image does not match the self- 
perception of the upper caste, middle class 
feminist subject However, since the non- 
upper caste woman was always represented 
in 'aw only by default (through the simul¬ 
taneous paradox of viewing her cither as the 
other of Ihe upper caste woman or as an 
univcfsalised extension of the upper caste 
woman), the women’s movement will have 
lo be extremely careful in representing her 
through the language of taw. For. an 
informative and useful history of the legal 
refonns vm-a-vis women within Ihe colomal 
period, sec Janaki Nair (1996). 

5 At file inomenL due to the failure of the left 
and feminist groups inengaging with religious 
coininunitics, Ihe pressure lo accept or reject 
religious identities dues not come only from 
the religious communities as Sangari suggests 
but from the secular, left and feminist groups 
us well. 

6 Sangariuscsiheterm ‘primordiality'tosignify 
“birth bound idenlilies” (p .5289). 

7 Perhaps it would be worth mentioning here 
that most nationalist movements, including 
the Indian nationalist movement, relied on 
birth bound national identities. 

8 Diana Fuss has provided a very insightful 
critique of the.se two positions in her work 
I Fuss 19891. Through a reading of tlie works 
of Jacques Lacan and Jacques fX-rrida (“two 
posl.slructuralist.s who have made especially 
important contributions lo constructionist 
thoiiglil”) as well as the works of Monique 
Witiig (“an anti-esscntialisi inateiialist") and 
Luce Irigaruy (“an essentialist psychoanalytic 
philo-sopher”), Diana Fuss concludes that 
“essentialisin underwrites theories of con.strac- 
lionism an<l that constructionism operates os 
a more sophisticated form of es.sentialism” 
(Fuss 1989: 119]. 

9 Cited in Linda Nicholson (1994: 83) 

10 In an analysis that is as incisive as it is crucial 
for feminist politics, Susie Tharu and 
Tejaswini Niranjana have shown how the 
insistence by women on particular markers 
such as of class, caste and community, 
disqualifies them from being accepted as a 
‘temini.st subject’. Through Ihe discussion of 
issues such as Mandul, Chiindura. population 
control iiiea-sures. the resurgence of the 
Hindu Right and the anti-arrack movement 
in Andhra Pradesh, issues that engaged 
feminism significant ways. Tharu and 
Niuniaiia demonstrate that "the hidden 
slruLiuring ol lh[el feminist subject... rcveal(s] 
its similarities with the subject of huma¬ 
nism. marked - in a way that requires the 
occlusion of the marking - by class, caste 
and community” (Tharu and Niranjana 
1994: 971. 

11 Different commentators of Ihe controversy 
surrounding Ihe faiwa on Salman Rushdie 
have read him as a Muslim, notwithstand¬ 
ing his own declarations on the subject. 


Rushdie's vacillation between 'embracing’ 
Islam and rejecting it, reveals that identities 
are shaped and understood not through acts 
ofindividuol choice and assertion but through 
the political contingencies of the socinl 
context. 

12 Sangari does mention that these groups 
wilt “seek a consensus on different 
principles from women of all castes, classes 
and region" (3386. emphasis mine). 
Elsewhere, Sangari also says that the 
“divisions among women along lines of 
doss, consent and political choices have to 
be fought through persuasion and/or political 
confrontation..." (3294). “Consensus." 
therefore, for Sangari, would be on the terms 
of the “left, democratic and feminist groups.” 
Alsu the fact that Ihe principles as such may 
already be enshrined in the Constitution of 
India is overlooked. 
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The Economy and Budget 1997-98 

The liberalisalion-cum-structural adjustment package brings about 
lour different kinds of distributional shifts: from workers to 
capitalists, from petty producers and small capitalists to large 
capitalists, from domestic capitalists to foreign capitali.sts, and — 
what has perhaps attracted the least attention — from entrepreneurs to 
rentiers or from producing interests to financial interests. 1077 In the 
absence of institutional conditions, market reforms in developing 
economies cause rent seeking and inequitable distribution of income. 
This could stunt economic growth and thwart the emergence of the 
right institutions. 1083 The introduction of an ‘export first’ policy 
regime in mid- 1991 has led to a decline in per capita food production. 
The heavy subsidies advanced countries give to their producers mean 
that Indian farmers will face grossly unfair competition as imports arc 
allowed. 1105 Development imperatives warrant that both from the 
food security angle and from the point of view of faster employment 
generation, priority sector should continue to receive a larger flow of 
financial resources. There is no evidence of this in the recent 
budget. 1199 While the relinquishing of state controls will encourage 
short-term growth, the absence of meaningful state intervention will dull 
the prospect of long-term growth. 1191 Due to tlw failure to control 
domestic inflation under the NEP regime vis-a-vis India’s trading 
partners, the real exchange rate of the rupee appreciated in spite of 
substantial depreciation of nominal exchange rate. 1133 The 1997-98 • 
budget and the current exchange rate policy will lead to u 
stagnation in the openness ratio unless corrections arc made. A 
bolder investment programme and a fairly large depreciation of the 
currency would make for a sustainable growth in excess of 9 per 
cent. 1153 While financial liberalisation has undeniably taken 
place on an extensive scale, it has been badly managed and is 
responsible for the upward surge in interest rates which occurred in 
1995-96 and which continues unabated. 1167 The high interest 
rates combined with the lowering of tax rates have adverse 
consequences for economic growth. 1175 The inherent inequity in 
the new dividend tax policy enunciated in the budget rai.scs the 
question of whether such a tax system conforms to the preamble of 
our Constitution which professes social and economic justice. 1181 
The budget’s emphasis on large corporate sector enterprises whose 
role in employment generation and manufacturing has been 
diminishing in most countries is distressing. 1187 The state’s 
investments in the health sector must he seen in the context of the 
direct and indirect encouragement given to the private sector in 
health over several decades. 1197 The withdrawal of the state 
from economic activities, a feature of the new economic policy, has 
received encouragement in the budget. 1137 Although there has 
been no dramatic reversal of economic policies in the course of the 
rapid changes in the composition of the government, the pace of 
reform has perceptibly slowed down. 1141 What has been the 
nature of World Bank and IMF conditionalities in the countries 
which have initiated structural adjustment programmes?1091 A 
reasoned assessment of the economic reforms package currently 
being implemented, a necessary exercise, is possible in the context 
of the experience of other eastern and south-eastern Asian countries 
which have adopted comparable strategics. 1113 





LETTERS TO EDITOR 
Bhabatosh Datta 

MAY 1 say something in addition to the two 
articles on Bhabatosh Datta which you have 
published in your issue of April 26, 1997. 
I am not an economist. My connection with 
Bhabatosh related to his interest in education 
which, as both articles acknowledge, was 
one of his important interests. 

I got know him through correspondence 
in 1961. This was in connection with the 
Journal of University Education which I 
propo.scd to bring out at that time. One of 
his old students gave me his address and in 
response he contributed a first-rate article on 
‘Teaching of Economics in Indian 
Universities’. The inaugural issue of that 
particular journal was received well partly 
on account of the high quality of the 
contributions in the very first issue. His 
article stood out as one on the more insightful 
pieces. A couple of years later when he was 
still with one of the UN agencies and came 
on a visit to India, he wrote to me in advance 
and we arranged to meet each other. From 
that day till the last years of his life. I was 
i n touch with hi m Cl ther personally or through 
correspondence. My last visit to him was 
some 20 months before his death. It was 
painful to sec him in that sad condition. But. 
as your contributors say, there was no 
suggestion of bitterness in what he said. 

What proved to be a bond of enduring 
interest between us were three things. The 
first was our interest in education. He 
reviewed one of my books with a sense of 
involvement in the subject, in addition, he 
contributed to a couple of volumes which 
I edited. For my part, I dedicated one of my 
books to him. He was a man of acute 
understanding and deep human sympathies. 
The second thing was a sense of shared 
values. A K Bagchi has referred to his so- 
called agnosticism. I would prefer to put it 
this way that he was one of the most rational 
people I ever met in my life. His understanding 
of any situation invariably rested on his 
commitment to rational thinking and 
unwavering humanism. I remember paying 
him a visit in Calcutta in the wake of the 
Mandal Commission agitation. We were hot h 
unhappy about what had happened. But we 
did not have the slightest doubt as to the 
.sense ot equity which sought to help the 
underprivileged. Yet another dimension ot 
his personality was his commitment to 
Bengali. He wrote much more copiously 
than 1 have done in my own language. I^injabi. 
Both of us agreed that Indian languages have 
to be developed and the only way to do that 
is to use them as extensively as possible. In 
fact I remember talking tohim on this subject 
on seveia! occasions. 

On this occasion, when tributes arc being 
paid to the memory of this very distinguished 


man, I also wish to salute his memory in 
my own distant way and say that he was a 
man who went through life with eyes 
undimmed by any considerationcxcept those 
of rationality and ju-stice. 1 wish there were 
more of them like him. 

Amrik Singh 

New Delhi 

Romance with Kama 
Sutra 

SITTING in a Florida film-tlicatre, I watched 
Mira Nair’s ‘Kama Sutra: A Tale of Love’ 
recently with an audience of aging hippies 
and other NRIs. ‘Kama Sutra’ evoked a 
minor sense of disgust, mostly at a film 
industry and its hawkers who sell tinsel, who 
posiicss that spectacular Midas touch of 
capitalism that even when they lightly brush 
is.sues of importance, especially of the third 
world, they turn them into commodities. 
Shekhar Kapoor’s ‘Bandit Queen’ was no 
tale of love. It returned again and again to 
the conditions that make love difficult. And 
it had nothing to do with how well one had 
read or understood an archaic and often 
oppressive fourth-century text. It had 
everything to do with the cxiant inequalities 
of gender and class and caste that made any 
meaningful existence for someone out.sidc 
the dominant order impossible. A part of the 
pressure and the embarrassment of stepping 
out of the theatre that night alter the special 
screening of ‘Bandit Queen' was also the 
shame of being seen, as a male and as an 
Indian, us a part of a cultuic of oppression. 
While watching ‘Kama Sutra’, I thought 
also of an account in Pankaj Mishra’s 
travelogue Butter Chicken in Ludhiana, the 
narrative offered by an American woman. 


Sarah, visiting Varanasi: “I know my Indian 
womcn-friends get treated pretty b^ly, but 
the frequency and viciousness is much 
if you arc a white woman and have 
hair. There has not been a day since I came 
here when I have gone out of my house and 
not been sexually harassed.” How about 
advertising this reality in a film being shown 
in the US and in India? In a standard 
Bollywood film, the routine of 'eve-teasing' 
is basically assigned the status of a let’s 
get-acquainted strategy. The villain migh 
al.so have raping privileges, for which he u 
duly punished by the hero, but not before 
the audience has been solicited as ai 
acquiescent voyeur. Sarah’s experience, ii 
Butter Chicken, turns on her helplessncsi 
and rage when 10 people just stand arounil 
and watch when a man at the Sankat Mochai 
mandir walks up to her and squeezes he 
breasts. A few actually laugh. 

While reading an account like this, I^ 
let down even by films like ‘Bandit'Qaiill 
It is true that it refuses to follow the Bolly woo 
routine ot aestheticising rape, but it is ah 
true that its analysis remains broadi 
dc.scriptive iastcad of incisive - and it find 
consolation, cathartic no doubt, in th 
triumphalism ofits conclusion where Phoob 
Devi is cheered by the masses and Inter fi nc 
amnesty. There are ordinary details i 
struggles in history that 'Kama Sutra’ canni 
even imagine. And a film like 'Bandit Quee 
cannot embrace because it would me: 
moving beyond the individual figure 
Phoolan Devi and attending to II 
incoherence of disparate struggles, dcfca 
and victories which do not respect il 
conveniences of a filmic narrative. 


Amitava 


Gainsville, Florida 


Subscription Rates 
Inland 

(including Nepal and Bhutan) 


(in rupees) 
Two years Three yean 


Six months One year Two years Three yean 
Institutioas - 600 1125 1650 

Individuals 250 475 875 1275 

Concessional Kates 

Teachcrs/Researchers - .125 - 900 

Students - 225 

Concessional rales are available only in India. To avail of concessional rates, certificate from 
lelevam institution is e.ssential 

Remittance by money ordcr/bank drafl/postal order requested. Please add Rs 14 to otttstalion 
cheques lowarxis bank colleclicn charges. 

Foreign (in US SI 

_ Air Mail _ Surface Mail 

Institutions Individuals Institutions Individuals 
Pakistan. Bangladesh and .Sri Lanka 80 50 65 30 

USA. Canada. UK. Europe, Japan. a 

New Zealand. Australia and Russia 1.50 100 90 65 * 

All other countries 1(K) 70 70 .50 
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Unrealistic Expectations 


A ll fiscal and monetary indicators point to either a major 
fiscal crisis during 1997-98 or a further compression of 
real economic activity. Consumption and investment demand 
from the government administration and from public sector 
undertakings which plays a pivotal role at the margin in 
reviving activity from depressed economic conditions, is 
likely to be affected if the projected buoyancy in tax and other 
revenues does not inatcriali.se. And indications are that the 
expectations of the realisation of tax and non-tax revenues 
ffgSjt inordinately optimistic. 

"^Whilc economic activity may well revive marginally and 
temporarily due to several (actors - declines in interest rates, 
pick-up in bank credit and the use of term credit from financial 
institutions and the increase in household demand arising from 
supply-side benefits of drastic tax reductions and increased 
rural incomes - it is public expenditures, particulaily capital 
expenditures, which will create a long-term impetus for the 
revival of ccononiic activity. Even in the euphoric indastrial 
growth phase of 1994-95 ami 1995-96. following three years of 
depressed growth, the part played by public scctoi demand 
was substantial. The S(|uec/.ing of public sector activity in the 
initial years under the stabilisation and stiuclural adjustment 
policy had to be abandoned following socio-economic 
compulsions giving place, from 1993-94 onwards to higher 
fiscal deficits and substantial increases in development 
Jill^penditurcs. For instance, development expenditures of the 
central and state governments which were together growing 
generally at an annual rate of IS per cent in nominal terms 
during the 1980s. suffered a setback in the early phase of 
reforms with their annual growth stumbling to 9.5 per cent 
during 1991-92 to 1993-94; in the subsequent two years the 
growth in expenditures improved to 13.8 per cent per annum. 
The centre’s gross fiscal deficit (GPD), which was drastically 
curtailed during 1991-92 and 1992-93, was taised from 
Rs 40.173 crorc in 1992-93 to R.s 60,257 crore in 1993-94, to 
Rs 57,704 crore in 1994-95 and Rs 60,243 crorc in 1995-%. Even 
the stales’ GFD, which hovered around Rs I9,0(X) to Rs 
20,000 crore during 1991-92 to 1993-94. was pushed up to 
Rs 27,697 crore in 1994-95 and Rs 33,746 crorc in 1995- 
96. While the years 1994-95 and 1995-96 saw quantum jumps 
in private sector demand for automobiles, other consumer 


durables and consumer goods generally, as a result of easy 
availability of hank credit combined with reportedly large 
increases of middle and upper class incomes and also incomes 
^f the farm community, these by themselves would not have 
lielped to recover the output of capital goods industries in 
particular, which experienced on unprecedented growthof24.6 
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pci cent in 1994-95 and 18 per cent in 1995-96. 

The developments of 1996-97, particularly in the fiscal area, 
have tended to puncture this giowth prtx;css. llie combined 
budgets of central and state governments saw an incrca.se of 
only 5.4 per cent in their aggregative devclopinent expcii- 
diiuresduring l996-97.Thcavailubledataforrcvi.scd estimates 
m respect of the central government suggest that in reality 
thcie was a further squeeze - an exercise directed at achieving 
GFD target of 5 per cent of GDP. For instance, the total 
expenditure of the central government at Rs 2.02.298 crore 
was lowci by about Rs 2,5(K) crorc as compared with the 
budget estimates but this entire loss has occurred in the 
budgetary suppoit for the central plan Irom Rs 32.71.^ crorc 
(BE) to Rs 30,104 crorc (RE) More significantly, it is the 
reduction of as much as near Rs 10,(MX) crore in the total central 
plan outlay from Rs 87.086 croro (BE) to Rs 77,518 ciorc 
(RE) which has been the primary cau.se lor the near recessionary 
conditions obtaining in industry today. 'Fhis sizeable fiscal 
compression coincided with steep increases in real lutcs ol 
interest, and their consequences were manifested in i educed 
demand lor institutional credit. Bank credit expansion and 
disbursements of tenn 11 nancingin.stitutions(r-Is) were stunted, 
particularly in the latter half of 1996-97; so were the funds 
rai.scd in the capital market both by the private scctorcompanies 
and PSUs. 

White aconsolidated pictui e of the .state government finances 
for 1997-98 isnotyetavailablc, mdications arc that they would 
face a more acute crunch during the year than in the past. 
Under the comfietitivc impulse to attract mvcslmcnts in a so- 
callcd liberalised environment, state governments arc hard put 
to mobilise fresh tax resources. Added to it, transfers from 
the centre to states have been budgeted at unusually low levels. 
Such net resource transfers arc budgeted to increase only by 
Rs 5,295 crorc in 1997-98 as against an increase of Rs 11,374 
crore during 1996-97 (from Rs 65,521 crorc to Rs 76,895 
crorc). Net of interest payments by the states to the centre, 
the increase in such transfers would be even smaller - Rs 2,497 
crore as again.st Rs 9.142 crorc during 1996-97. 

With a view to further reducing the size of GFD to 4.5 per 
cent of GDP during 1997-98, the central government’s own 
expenditure programmes have been contained. Its total 
expenditure as percentage of GDP would be about 16.2 per 
cent in 1997-98, that is, generally the same as in the previous 
two years; it was about 20 per cent in the early 199()s. Even 
so, both plan and non-plan expenditures are proposed to 
be increa.sed by about 14.5 to 15.0 per cent in the 1997-98 
budget. However, these ex|)cnditure programmes arc entirely 
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conditional upon the goverament’s ability 
to achieve the budgeted increases in tax and 
non-tax revenues, which on the face of it 
seems extremely unlikely. 

Tlie most unrealistic expectations are 
with regard to revenues visualised from 
corporation tax and income tax. Despite the 
unprecedented tax cuts roughly of about 
one-third in income tax and one-founh in 
corporation tax, the budget envisages 
increases in revenues to the extent of Rs 
2,857 crore (or 15.2 per cent) in personal 
income tax and Rs 2,850 crore (or 15 per 
cent in corporation tax. Although the recent 
increases in tax revenues in absolute terms 
as well as in terms of GDP are being 
consistently projected as reflecting an 
improvement in buoyancy due to better tax 
compliance following reductions in tax rates, 
there is little evidence of this. If tax to GDP 
ratios showed improvement in respect of 
some taxes for some years, they are 
attributable to specific factors which have 
been in operation in respect of individual 
taxes for those individual years. Increases 
in corporate tax rates in 1991-92, step up 
in basic excise duty in some years and 
substantial depreciation of the rupee that has 
gone to compensate for the reductions in 
customs duties, have all contributed to the 
apparent buoyancy in tax revenues. More 
importantly, the years 1993-94 to 1995-96 
have seen phenomenal increases in salaries 
of executives of private sector companies 
including foreign companies, growth in 
incomes of banks and finance companies, as 
well as incomes generally asstK'iated with 
financial and capital market transactions 
where the tax avoidance is dilTicult. 
Performances of large-size companies had 
also improved rather significantly furacouple 
of years. The.se are indicative of a sharp 
deterioration indistributions of incomes and 
a.sscis during the period, thus expanding the 
lax ba.se of the economy. Even so, in the fust 
place, gross tax revenue of the centre as 
percentage of GDP at current market prices 
has shown a steady decline from 10.9 per 
cent in 1991-92 to 9.7 per cent in 1994-95 
and 10.1 per cent in 1995-96. The decline 
IS even more distinct in the ratio of gross 
tax revenue to non-agricultural GDPat factor 
cost. Moreover bouyancy measures for even 
the budgeted figures of gross tax revenue as 
well as revenues from major individual taxes 
are expected to decline during 1997-98, 
whether in relation to expected increases in 
GDP at current market prices or to the 
expected rise in non-agricuitural GDP. Thus, 
buoyancy measure with respect to non- 
agricultural GDP would decline from 1.89 
in 1994-95 to 0.89 in 1997-98 in respect of 
corporation tax and from 1.60 to 0.90 in 
respect of income tax. 

However, if the drastic reductions in 
incidence of corporate and income taxes arc 


taken into account, revenues anticipated 
under these tax heads for 1997-98 inqity 
massive increases in buoyancy. Estimates 
suggest that if the buoyancy anticipations 
have to be met. even at the reduced tax rates, 
there should be additional revenues of about 
Rs 7,500 crore under corporate taxation and 
Rs 9,000 crore under personal income tax, 
thus showing improvements of nearly 40 per 
cent and 48 per cent, respectively, over the 
revised estimates for 19%-97. These revenue 
projections seem highly unrealistic. Even on 
the assumption of a normal economic activity, 
these two heads of revenue together are 
likely to suffer an estimated shortfall of about 
Rs 7,000 to 8,000 crore in 1997-98. On the 
other hand, ifthc present depressed conditions 
in industrial and other non-farm sectors spill 
over into 1997-98 even if for half of the year, 
the chances are that the shortfall in these two 
heads of revenue may touch Rs 10,000crore. 
And if past experience is any guide, it is 
unlikely that such a large revenue gap would 
be filled by the response to the newly 
introduced voluntary income disclosure 
scheme (VIDS). Por this to happen, 
declarations of hidden incomes would have 
tobeworthasmuchasRs33,(XX)toRs 34,000 
crore by income tax and corporate tax 
asscssecs together, which appears unduly 
optimistic. Certain practical aspectsof hidden 
incomes and assets may constrain voluntary 
di.sclosures at one go on such a massive 
scale. In the first place, sizeable proportions 
of unaccounted incomes would have already 
been deployed in business transactions. In 
the ca.se of companies, they would have been 
already accounted for in the company profit 
and loss accounts and balance sheets. 
Secondly, any disclosure for the recent period 
would imply automatic increases in tax 
liabilities of assessees in respect of the current 
and future years - a requirement which may 
hinder any sizeable disclosure. Moreover, 
the tight liquidity conditions of 1996-97 add 
the current year so far would discourage 
disclosures which would mean parting with 
large liquidity as additional tax payments on 
the disclosed incomes. 

Apart from the shortfall in direct taxes, the 
depressed conditions in Indian industry are 
likely to affect llie budgeted revenues under 
central excise and customs duties as well. 
Thus, the projected increase ol 19 per cent 
in customs revenues may not matcriali.se due 
to cu..tinucd sluggishness in non-POL 
imports. Besides, the budget has provided 
for revenues worth Rs 4,800 from 
disinvestment of government equity holdings 
in PSUs, which also under the present and 
prospective capital market conditions may 
be found difficult to achieve. 

in earlier years the government could take 
recourse to deficit spending by borrowing 
through ad hoc treasury bills. Such a flexibility 
has been surrendered in favour of a system 


of ways and means advances (WMAs) from 
the RBI that have to be periodically refired. 
Since the beginning of the current year, 
WMAs have been resoiled to only to a limi¬ 
ted extent and that too for a few wedcs. 
After the retirement of Rs 5,714 crone 
WMAs during the week ended Ainil 
there has not been any resort to WMAs 
by the central government. Contrariwise, 
fortnightly averages of net issue of ad hoc 
TBs by the RBI during the first quarter 
(April-June) had worked out to Rs 10,398 
crore in 1995-96 and Rs 13.654 crore in 
1996-97. Similarly, net RBI credit to the 
central government as of May 16 this year 
stands at Rs 7,261 crore only as against 
Rs 15,978 crore during the comparable 
period of 1996-97. All these imply a rigid 
adherence to a programme of fiscal com¬ 
pression which should have its repercus¬ 
sions on the real economy. 

Given the present finance minister's 
inclination to adhere to the fiscal objectives 
by depressing expenditures rather than 
mobilising revenues, the support requi 
for re vi ving industrial activity from incrcai 
consumption and investment demand of the 
government and PSL’s is unlikely to come 
lorth. If there is no autonomous support for 
augmenting aggregate demand from such 
sources, the chances are that at second remove 
the demand for imstitutional credit may also 
not pick up. What is more, although for the 
present there are indications of some easing 
of nominal interest rates, this is occurring 
essentially as a result of vast liquidity 
prevalent in the system. Secondly, the 
declines in nominal rates are found when 
manufactures prices are ruli ng at I ower levels 
due to sluggi.sh demand and hence, the real 
rates of interest arc yet to experience a 
noticeable fall, particularly for non-pri 
borrox/crsofbanksandFls Also.thcprcsslire 
of demand on liquidity has already begun 
to be felt with sizeable market borrowings 
effected by the central and state governments. 
As it is, the centre's net borrowing 
requirements have been increased by as much 
as Rs 8,323 crore from Rs 25,497 crore in 
1996-97 (RE) to Rs 33,820 crore (BE); in 
1996-97 it was in fact reduced from the 
actual of Rs 26,791 crore in 1995-96. Such 
a pressure on liquidity combined with 
competition for funds amongst banks and 
FIs would prevent any significant reduction 
in interest rates in the months ahead. All of| 
these, when they occur as they are likely to. 
would bring the situation back to a square 
one - reduced demand from the governmeni 
and PSUs preventing any significant recovery] 
from industrial activity, persistence 
high interest rates due to pre-emption 
funds by government and competition f< 
funds mobilisation amongst banks 
FIs, and reduced demands for institutioi 
credit. 
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iANATA OAL 

Limited Options 

SHARAD YADAV, the working president 
of the Janata Dal(JD), decided upon a most 
M^cnious way to stake his daim to the 
presidentship of the party in the coming JD 
party presidential polls on June 10. He 
vociferously defended the denuind for a 
separate quota for OBC women in the 
women’s reservation bill, reducing prime 
ministerl KGujralof hisown party to silence 
in the parliamentary debate. Whatever may 
be the fate of the women’s reservation bill, 
Sharad Yadav made deft use of the occasion 
to project himself as the champion of the 
OBC interests and thus the most legitimate 
choice to lead the JD. 

The condition of the JD has been turning 
from bad to worse over the past year. Not 
that it was healthy before. Early on the party 
afierall. splintered into Mulayam Singh’s 
Samajwadi Party, Chandrushekhar’s 
Samajwadi Janata Patty and George Fer- 
imkndes’ .Samata Party. Now. given the internal 
feuds among party leaders and the decrepit 
position the party is in the states it rules, the 
danger is that the party may be taken apart 
further. The party suffered two major blows 
recently. Deve Gowda was dethroned from 
pnmc ministership, and the CBI derided to 
prosecute l^iloo Prasad Yadav in the Rs 950 
crore fodder scam. The latter event has 
precipitated a crisis within the party with 
Laloo Prasad refusing to step down from 
chief ministership. Prime minister Gujral. in 
spite of increasing pressure from the allies 
and the opposttion parties, is tw) feeble to 
force Laloo Prasad to resign, fearing that the 
latter may pull out of the party. Despite the 
diminishing influence, Bihar still remains 
bastion of the JD, and Laloo Prasad has 
an iron gnp over the party members there. 
More than 50 per cent of the overall party 
membership, and 22 out of the 43 JD MPs, 
owing allegiance to Laloo Prasad, hail from 
Bihar. Though Ram Vilas Paswan’s follow¬ 
ers demanded Laloo's resignation, they are 
acicarnunority within the Bihar JD legislature 
party. On the other hand, groupism has 
coiroded JD in Karnataka and the party is 
battling under the lacklustre leadership of 
J H Patel against the expelled Ramkrishna 
Hegde. In Orissa, the demise of Biju Patnaik 
has robbed the party of any chances of revival 
while in Uttar Pradesh and Maharashtra, in 
spite of sizeable membership, the party has 
no visibility. All these factors have made 
Laloo Pras^ adamant over continuing with 
his post of patty presidentship too. 

Sharad Yadav. meanwhile, has been 
working silently for the past 10 months as 
^e party’s working president to increase his 
^lold over the party organisation. He has 
conducted party organisational polls in all 


but three states and through it, has been able 
to recruit into 1,280 electoral colleges of the 
JD. members favouring him. Moreover, 
known for his knack of siding with the ‘right’ 
person, he is avoiding open criticism of 
Laloo Yadav, while opposing the Gowda- 
Paswan-Gujral axis, as was evident in the 
debate over the women's reservation bill. In 
case of an eventual fight between the two 
Yadavs, Sharad Yadav can bank upon support 
outside Bihar, and al.so on disgruntled 
elements within Bihar antagonised by Laloo. 
But it seems more likely that the two Yadavs 
will reach some compromise before the 
elections, deciding to keep JD in the custody 
of yadavs. 

CBI 

Shoddy Performance 

THE Central Bureau of Investigation (CBI) 
appears to be perpetually at the receiving 
end. While the courts haul it over the coals 
lor sitting on cases for years, whenever it 
does pro.secute politicians or busine.ssmen 
the courts quash the chargeshcets on the 
ground that the CBI has not produced 
sufficient evidence to sustain the charges. 
Coming fast on the heels of the Delhi High 
Court's dismissal of the CBI case agaimst 
the BJP leader L K Advani some time ago, 
now a special judge has discharged another 
BJP leader. Madanlal Khurana, along with 
four businessmen in what has come to be 
known as the ‘Jain hawala’ case (where the 
accused were alleged to have recei ved money 
from the businessmen) - again on the ground 
that the CBI had failed to prove the 
allegations. 

The CBI has received a further setback in 
the Bofors case wit h the central government’s 
reported refusal to permit the CBI to file 
chargesheets against the accused in the case, 
since the report submitted by it has been 
found to be incomplete and lacking in any 
clinching evidence. Disgraced by a row of 
disasters, the CBI is now waiting with 
trepidation forthc Bihar govemor’sdeci.sion 
on its report on the fodder scam, in which 
it has sought his pennission to prosecute the 
Bihar chief minister Laloo Yadav. Governor 
Kidwai has already indicated that he would 
seek legal opinion before granting permission 
to the CBI to go ahead. 

One understands the judiciary’s 
compulsion to go strictly by the word of the 
law. and its helplessness in sentencing the 
guilty - even when the guilt is obvious - 
without any decisive evidence, in the 
judgment acquitting Khurana, the special 
judge while stating that the CBI could not 
provide any record to show that he had 
accepted any illegal gratification from the 
Jains, added however: “Corruption and 
nepotism are rampant in our society of today. 


more particularly at the hitter level - at the 
seat of power - and it is a grave concern that 
persons highly placed in political life and 
holding office of great responsibility should 
indulge in any illegal activity...” It is thus 
evident that the honourable judges ate also 
fully aware of what isobvious to any layperson 
in India: certain politicians have been 
accepting money - either for their party 
coffers, or for themselves - from various 
sources, in exchange of largesse to those who 
bribe them. In fact, the CBI. while charging 
Khurana. apart from dependingon the initials 
(purported to correspond to Khurana’s full 
name) found in the Jain diaries which listed 
the political beneficiaries, mentioned the fact 
that Khurana during his tenure as the Delhi 
chief minister, ordered the extension of street 
lights to the farm house of the Jains (who 
are facing some 30-odd criminal cases). This 
could be taken as supportive circumstantial 
evidence, to accept the CBI case against 
Khurana, in conjunction with the initials 
found in the Jain diaries. But the .special 
judge, surely in his best judgment, thought 
it fit to dismiss the case stating that “no useful 
purpose will be served by going into the 
details of his (Khurana’s) identification as 
perthc initials mentioned in the (Jain) diaries.” 
The judge also chose to ignore Khurana’s 
decision to extend street lights to the Jains 
farm house in’Mehrauli on the outskirts of 
Delhi, slating that it could not be described 
as “criminal misconduct”. 

One hopes that the judiciary demands, and 
the government finds, some foolproof 
mechanism to clinch once and for all. the 
contentious issue of the initials found in the 
Jain diaries (which correspond to the names 
of .several important politicians). Otherwise 
it will continue to feed suspicion in the 
public mind about the motives of both the 
judiciary and the government. 

Public suspicions get strengthened by the 
dilly-dallying and ambiguous signals sent by 
thegovemment with regard to sensitive cases 
like Bofors. 1'he close association of the 
Rajiv-Sonia Gandhi family with the family 
of Quattrocchi (one of the prime accused in 
the case) is public knowledge - and was 
flaunted by both the families in Delhi’s social 
circuits during Rajiv Gandhi’s regime. The 
CBI report, with all its shortcomings, points 
to thiscircumstantial evidence of thelinkages. 
While it acknowledges its failure to prove 
that Rajiv Gandhi himself benefited 
financially from the gun deal (which is yet 
to be proved or disproved - depending on 
the complete records from the Swiss banks 
which are still to reach the CBI). it holds 
him guilty of hatching a conspiracy to cause 
wilful loss to the state exchequer and allowing 
middlemen like (Quattrocchi and Win Chadha 
to make money. It is yet to be seen whether 
the CBI's case stands up to scrutiny by the 
court. 
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Bui. thanks to its shoddy performance in 
other cases, one wonders whether the CBI’s 
Bofors case will also not follow the fate of 
disastrous precedents like the Jain hawida 
case. Ifindia’ssupremeinvcstigating agency 
comes under a cloud, it can have serious 
implications for the futurcof crime prevention 
in the country. Dishonest politicians - who 
are on the increase - can continue to indulge 
in perfidy, fully assured of the shoddy home 
work done by the investigators as a result 
of which nothing can be proved against them 
in the courts. In fact, in several ca.scs of 
enmes like murder recently, the courts have 
acquitted the accused because of the failure 
of the police to muster enough evidence, or 
lor discrepancies in the framing of charges. 
In ca.ses of white-collar cri me-whichinvol VC 
the powerful and the intiuential in society 
- the judiciary is likely to be mure cautious 
in passing judgments in the ab.scnce of fool¬ 
proof evidence. Inanall pervasive atmosphere 
of utter cynicism, allegations of corruption 
against politicians or big business - even 
when true - are likely to be pooh-poohed 
by the public, if case after case against them 
collapses on the floors of the courts. 

GOVERNMENT FINANCES 

Steady Contraction 

TME set of special statistics at the end of 
this issue shows the gradual hut steady 
contraction of the rule of the central 
government's budgetary operations in the 
economy. As compared with the position 
obtaining in the second half of the 1980s, 
total receipts and total expenditure in 
proportions to GDP have recced. The loss 
to growth momentum is mure distinctly 
exprcs.scd in the sharper contractionof capital 
expenditure as distinguished from revenue 
expenditure. While revenue expenditure as 
percentage ofGDP has slipped by about one 
percentage point from 13.7 per cent in 1990- 
91 to 12.9 per cent in 1997-98 (BE), capital 
expenditure, meagre as it is, has dwindled 
further by 2.S percentage points from S.9 
per cent to 3.4 per cent. Therefore, the share 
of capital expenditure in total expenditure 
has fallen precipitately from 30.2 per cent 
to 21 per cent during the same period. With 
the resources increasingly getting absorbed 
in the maintenance of the current state in 
defence, general administration and past 
socio-economic projects, the budgetary funds 
eannarked fur fresh plan expenditures have 
likewise proportionately dwindled. More¬ 
over. the economic environment has not 
allowed the generation of internal and extra- 
budgetary re.suuK'cs of PSUs during 1996- 
97 us planned and hence, there has been an 
unprecedented shortfall of about Rs 9.5(X) 
croreinlhc rcvi.sed estimates of total central 
plan outlays tor the year. 


Though the proem of fiscal compression 
began in 1991-92 along with the initiation 
ofthestabilisation and structural adjustment 
programmes, there was some retraction 
during the years 1993-94 and 1994-95 due 
to socio-political pressures, but, taking 
advantage of the political uncertainties, the 
bureaucracy has l^n able to reassert itself 
and aim at achieving the medium-term goal 
of bringing down the sixe of gro.s$ fiscal 
deficit to 4.S per cent in 1997-98. This has 
been done along with ma.ssivc reductions 
in income tax and corporate tax rates, as 
alsi> in customs and excise duties. Though 
resort to conventional budget deficit has 
been dispensed with and replaced by a system 
of ways and means advances (WMAs), some 
safety valve has been provided by seeking 
as much as Rs 16,000 crore of monetised 
fiscal deficit exclusively to finance the 
budgetary needs, that is, outside the RBI’s 
needs for open market operations. 

As proportion of total receipts, capital 
receipts have fallen, while revenue receipts 
have grown in recent years. Within revenue 
receipts, the share of non-tax revenues has 
risen, while that of gross tax revenues has 
receded. Amongst different types of taxes, 
the drastic reductions in customs duties to 
dilute protection rates eventually to 
international standards, has been 
accompanied generally by comparable 
reductions in excise duty rales and hence the 
proportion of indirect taxes has come down, 
while that of direct taxes has relatively 
improved. Direct taxes as percentage of 
GDP have also shown an improvement from 
2.1 per cent in 1990-91 to 3.2 per cent in 
1996-97 or 1997-98; the chances arc that the 
final outcome of direct taxes may result in 
a slashing of this ratio to around 2.8 per cent 
or so for 1997-98. 

Among.st the non-plan expenditures, the 
sharpest incrca.se has occurred in interest 
payments from Rs 21.498 crore (or 20.4 per 
cent of aggregate expenditure) in 1990-91 
to Rs 68.000 crore (29.2 per cent) in 1997- 
98. Interestingly, this has happened when 
the outstanding liabilities of the centre as 


percentage of (GOP has slinied from 58.7 
per cent to SI.5 per cent during the same 
period. The root cause is the growing 
stifiiening of interest rates, with the estimated 
average rates of interest paid on these 
liabilities going up from7.38 percent to9^ 
percent. Contrary to the popular percept^ 
the share ofsubsidies in aggregate expenditure 
have fallen from 11.5 per cent to 7.9 per cent 
during the above period - a part of the 
decline being attributable to expoits subsidy 
in which cash compensatory benefits were 
abolished but the rupee was devalued by 
about 20 per cent to retain export 
competitiveness. 

In the distribution of expenditures amongst 
various sectors, there have been absolute 
reductions even in nominal terms during the 
latest two years in respect of a number of 
major heads of expenditures including 
physical infrastructure areas; chemicals ami 
petrochemicals, coal, steel, civil aviation, 
and telecommunications. Even in power, the 
increase has been as meagre as 4 per cent 
per annum in the past two years. Howpv|a 
due to socio-political pressures, there 1^ 
been aquantum jump effected in expenditures 
on social services including special 
employment and poverty alleviation 
programmes, during 1993-94. As proportion 
of total expenditure, the allocations for the.sc 
heads were pushed up from 9.8 per cent in 
1992-93 to 12.4 per cent in 1993-94 but 
thereafter the allocations i n absolute numbers 
have been raised but as percentage of total 
expenditure they have remained around the 
same level until the budget for 1997-98. The 
net rc.sourccs transferred from the centre to 
the states as percentage of states' total 
expenditure have declined from 35.2 per 
cent in 1990-91 to around 30 percent now 

Finally, under the impulse of thestructu^ 
adjustment, the total strength of civili^ 
staff of the central government steadily 
declined from 41.39,256 as on March I. 
1992 to 37,65,745 as of March 1,1996 but 
thereafter the staff projections have 
shown a slight edging up to 38,76,415 as ot 
March I, 1998. 
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CURRENT STATISTICS EPW Rc§earch Foundadon 


The cwrrent fitul yew hu begun wiUi en cesing of pace increisee ulong the whole spectrum of commodities, food articles as much as non-food articles and 
manufactured prtNiucts. However, the CPIs, available with some tags, continue to show higher increases on annuel or financial year basis. Monetary liquidity 
is growing at a rapid pace, with accruals of foreign exchange assets being the dominant factor. Industrial growth, export performance and 'he capital market 
remain depressed. 

Macroeconomic Indicators 


Index Numbers of Wholenale 
Prices (1981-82 s 100) 


Weights May 10, 
1997 


_ Variation (Per Cent): Poin t- to-Poini _ 

Over 12 Months Ft-scal Year So Far 1996-97 I99.S-96 1994-95 199.5-94 
Latest Previous 1997-98 1996-97 



Cost of Living Indices 


Indusiriai Workers (1982:= 100) 

Urban Non-Man Emp (1984-85=100) 

Agri Ub( 1986-87= 100) (Link factor 5.89) 


-A^oney and Banking (Ks crore) April 25, 
V 1997 


Lalesi_ Varialion (Per Cent): Point-tu-Poini _ 

Monlh Over Over 12 Months Fiscal Year So Far 1995-96 1994-95 199.5-94 1992-91 
Month Latest Previous 1996-97 1995-96 
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_ Variatio n___ 

Fiscal Year So Far 

Over Month Over Ycai 1997-98 1996-97 1996-97 1095-96 1994-95 


Money .Supply (M,) 711178 

Currency with Public I586.S() 

Deposits with B.mks 569096 

Ncl Bank Credit lo Govt 297902 

Bank Credit lo Coniinl Sector 57S76(I 

Ncl Foreign Exchange Assets 99844 

Reserve Money (May 9) 207514 

Net RBI Credit to Centre (May 9) 127545 

RBI Cretin lo Bks/roiiuii .Sect (May 9) 15731 

Scheduled Cumiiieraal Banks (May 9) 

Deposits 512055 

Advances 278211 

Non-Food Advances 270264 

Invesiinenis 199646 


Index Numbers of lndu.strial Jan 

Production (PJSO-SI-^IOO) Weights 1997 


12126(1 7) 
.5559(4.2) 
(>X()4( 1.2) 
l.54(M)(4.7) 
2028(0.5) 
.5266(3.4) 
.5052(1.5) 
492(0.4) 
944(7.4) 


98797(16 I) 
15107(104) 
87608(18 2) 
2965.5(11 I) 
.56412(10,7) 
20400(25 7) 
1.5384(6 9) 
-641()( 4.8) 
-1606(-I0 5) 


15122(1.9) 

6129(4.6) 

680.5(1.2) 

9608(5.5) 

2056(0.6) 

668(0.7) 

754.5(5.8) 

5852(4.8) 

479(5.6) 


8574(1,4) 
7285(6 2) 
-9I8(-0 2) 
10470(4.1) 
-550(H-I..5) 
1041(1 5) 
-528(-0.2) 
14985(12.6) 
- I.5472(-46.R) 


94049(15.6) 
14264(12.1) 
79887(16.6) 
50516(11.8) 
29056(8.4) 
20775(26.5) 
.551.5(2.8) 
2745(2.5) 
-I.5557(-54.0) 


72.581(15.7) 
17.577(17 5) 
55043(12 9) 
55559(15.9) 
41926(17.7) 
-628(-0.8) 
25176(14.9) 
19855(20,1) 
8747(45.6) 


97019(22.3) 
18580(22.5) 
77781(22 2) 
18501(9.1) 
54949(23.1) 
24420(44.7) 
5061(H22.1) 
2150(2.2) 
8067(67 2) 


5044(0,6) 77226(17 8) 
-ll.59(-0.4) 25681(10 2) 
-2091 (-0.8) 29086(12.1) 
6.548(3.4) 55085(21 .5) 


8459(1.7) 990(0.2) 69776(16.1) 46961(12.1) 7172(822 8) 

1681(0.6) -1485(-0.6) 2251.5(8.9) 4245.5(20 I) 471-14(28 7) 

1551(05) -3046(-1.2) 24709(10.1) 44958(27 5) 45776(29.8) 

85.5.5(4.5) -222(-O.I) 26509(16.0) 1.5529(104) 16751(12.6) 


Fiscal Year .So Far _ 

1996-97 1995-96 1995-96 1994-95 


Fiscal Year Averages _ 

1995-94 1992-95 1991-92 1990-91 


General Index 
Itl^lining and Quarrying 
hlaniirecluriiig 
Eleclricity 


100.00 515.7 296.7(7.5) 276.(HII 7) 28.1,2(11 6) 255.7(9.4) 252.0(6.0) 2189(2.5) 215.9(06) 212.6(8.2) 

11.46 299 4 2f>0..5(1.4) 256 6(7 8) 266.7(7.2) 248 8(7.5) 251,5(5.5) 22.5.7(0.6) 222.5(0.6) 221.2(4.5) 

77.11 309.8 294.1(9.0) 269.7(12.8) 277.2(12.9) 24.5.4(9.8) 225 5(6.1) 2I0.7(2.2)206.2(-0.8) 207.8(9.0) 

11.45 572.2 .550.6(.5.8) .5.57.9(8.6) .540.5(8.2) 514 6(8.5) 290 0(7.4) 269 9(5 0) 2.57.0(8 .5) 256,8(7.8) 


May 16, Month 

Capital Market 1997 Ago 


BSE Sensitive Index t!978 79=100) .57(dX-l.65) 5647 
BSE-100 (1983-84= 100) 1622(-6.94) 1570 

BSE-200 (I989-9U=I(X)) .565(-7..56) 550 

N,SE-5() (Nov .5, 199.5=1000) l048(-5.32) 1015 

SkiniJta GDR Index (Apr 15, 1994=100) 7I59(-15.05) 7I..58 


Foreign Trade March Fiscal Year So 

1997 1996-97 I 


Expon.s: Rs crore 11851 117525 (I0..59) 106465 

USSmn 5297 55106(4.01) 51851 

Imports: Rs crore 124.54 1.56844(12.49) 121647 

US $ mn .5464 58548 (5.99) .56570 

Non-POL US $ mn 2619 28951 (-0.97) 29214 

Balance of Trade; R$ crore -602 -156844 

USSmn -168 -5442 


Foreign Exchange 
Reserves (excluding gold) 


Rs crore 
US S mn 


Year J 
Ago 


.582.5(21 .57) 
174.5(14 67) 
594(1.5..54) 
10X4 
8425(8.26) 


J 99 7-98 So Fa r_ 1996-97 

Trough Peak Trough Peak 


1995-96 


1994-95 


5561 (-0.2) 
l464(-5.5) 
.528(-5.0) 
na 

72.76(-7.5) 


5567(5.5) 526I(-I3.7) 
l549(-5.5) I606(-I2.2) 


.545 (-6.3) 
na 

78.55(0.7) 


March 

1997 

Fiscal 5 
1996-97 

fear So Far 
l995-9(> 

1994-95 

1995-94 

1992-95 

II85I 

117525 (I0..59) 

106465 (28.78) 

82674 (18,5) 

69751 (29.9) 

5.5688 (21 9) 

3297 

55106(4.01) 

51851(20.89) 

26550(18.4) 

22258 (20.0) 

185.57 (5.8) 

124.54 

1.56844(12.49) 

121647 (.5.5.21) 

8W71 (25.1) 

75101 (15.5) 

65575 (52.4) 

.5464 

58548 (5.99) 

.56570(26.93) 

28654 (22.9) 

25506 (6.5) 

21882(12.7) 

2619 

28951 (-0.97) 

29214(28.54) 

22727 (29.5) 

17552(11.2) 

1.5782(12,5) 

-602 

-156844 

-15182 

-7297 

-3550 

-9687 

-168 

-5442 

-4559 

-2324 

-1068 

-5545 


44041 (5.5.3) 
17865 (-1.5) 
47851 (10.8) 
194IU-19.4) 
l4047(-22.2) 
-.5810 
-1546 


May 16. 

May 17, 

Mar 31 

1997 

1996 

1997 

84564 

59062 

80375 

23573 

17095 

22369 


_ Variation Ov er _ 

Fiscal Year So Far 1996-97 
1997-98 1996-97 


568(-l8.2) 

na 

77.99 


52555117.6) 
18143(9.1) 
45195 (22.0) 
24075(13.2) 
18045(3.1) 
-10640 
-59.30 


1995-94 


r 25502 

4189 

336 

21649 

-7502 

18402 

27430 

! 6480 

1204 

-33 

5245 

-3690 

5640 

8724 


Holts: (i) Superscript numeral denotes month lo which figure relates, c g, supersenpt 2 stands for February, (it) Figures in brackets are percentage 
variations over the period specified or over the comparable period of the previous year. na = not available. * unchangi^. 
neg negligible. 


Economic and Political Weekly May 17-24, 1997 


1059 



























Capital Market 

Share Price Index 
(End of fiscal year) 


1996-97 1995-96 

1994-95 

1993-94 1992-93 1991-92 

1990-91 

1989-90 1988-89 1987-88 

BSE sensitive index(l97tS-79=IOO) 

3361 3367 

3261 

3779 2281 4285 

1168 

781 

714 

398 



(-0.2) (3.3) 

(-13.7) 

(65.7) (-46.8) (266.9) 

(49.6) 

(9.4) 

(79.4) 

(-22.0) 

BSE-1 (KK1983-84== 100) 


1464 1549 

1606 

18.30 1021 1968 

589 

- 

- 




(-5.5) (-3.5) 

(-12.2) 

(79.2) (-48.1) (234.1) 

- 




BSE-2(K){ 1989-90=100) 


328 345 

.368 

450 2.34 585 

159 

- 

- 

- 



(-4 9) (-6.3) 

(-18 2) 

(92 3) (-60.0) (267.9) 

- 




BSE Dollexf 1989-90= 100) 


1.52 169 

195 

239 125 376 

135 

- 

- 

- 



(-10.1) (-13.3) 

(-18.4) 

(91.2) (-66.8) (178.5) 

- 




SkindiaGDR lndcx(April 15.1994= 

=100) 73 79 

- 

_ - - 

- 

- 

- 

- 



(-7.6) (I..3) 







P/E Ratio (Month Average) 


Mar 97 Mar 96 

Mar 95 

Mar 94 Mar 93 Mar 92 

Mar9l 

Mar 90 

Mar 89 

Mar 88 

BSE sensitive index 


13.0 17.3 

.30,4 

46.8 29.3 44.3 

19.7 

15.1 

19.1 

- 

National index 


12.4 18.1 

34.7 

46.9 27.1 41.9 

19.1 

15.5 

18.2 

- 

BSE Turnover (Rs cmre) 

1996-97 1995-96 

1994-95 

1993-94 1992-93 1991-92 

1990-91 

1989-90 1988-89 1987-88 

Speciricd shares 


118763 26849 

154.56 

62212 33207 54610 

28863 

25212 

17357 

6343 

Non-spectned shares 


5429 23215 

52292 

22324 12489 17168 

7149 

4173 

3206 

1570 

Total 


124284 50(K>4 

67749 

84537 45696 71778 

36012 

29386 

20563 

7913 

Average daily turnover 


518 216 

292 

388 238 .332 

189 

135 

97 

39 

No of working days 


240 232 

232 

218 192 216 

!91 

218 

211 

203 

Market Capitalisation 


May 16, 1996-97 

1995-96 

1994-95 199.3-94 1992-93 

1991-92 

1990-91 1989-90 1988-89 

(l-ast working dayKRs crore) 


1997 







BSE Sensex index based scrips 


182262 162931 

871.59 

80460 84615 45258 

72258 

214.58 

- 




« m 

(8.33) 

(-4.91) (86,96) (-37 .37) 

(236.74) 




B.SE National index based scrips 


226590 209331 

144852 

141263 146176 73075 

112041 

37560 

- 




« * 

(2.54) 

(-3.36) (100.04) (-.34.78) 

(198.3) 




* Annual pcrcciuagc variations are not given for want of comparable data 





New Capital issues by Non-Govcmnient Public Limited Companies 

Sccunty 

/kpril-Fcbiuary 


April-March 





1996-97 1995-96 199.5-96 1994-95 1993-94 1992-93 

1991-92 

1990-91 1989-90 

1988-89 

A Total (includes Preference Shaie^) 








(i) Nool Issues 


850 1496 

1680 

1678 11.38 1037 

517 

364 

408 

.341 

(li) Amount 

9670.6 14558.1 16219.0 26416 7 19,35.5.4 19825.6 

57.56.8 

4312.2 

6473.1 

3164.0 

B Equity Shares 









(I) No of Issues 


814 1430 

1608 

1548 989 867 

368 

246 

268 

2.56 

(ii) Amount 

6173.7 10659.4 12099.4 17414.4 9967.1 9981.1 

1731.3 

1284 3 

1218.8 

1028.0 

C IX'hcnturcs 









II) No of Issues 


31 60 

63 

121 145 169 

146 

115 

136 

79 

III) Aniuuni 


3425 3858.8 

3970.1 8870 9 9324.9 9844 0 

4024.0 

3014.8 

5246.4 

213.3.0 

Invesiiiient by Foreign Institutional Investors (Fils) in Secondary and Primary Markets (Quarterly and Annual trend) 



1 Month No of RcEd FUs Gross Purchase 

Gross Sales 

Net Investment 

Cumulative Net 

1 (cumulative) R.s cr 

US $ mn 

Ks cr US $ mn 

Rs cr 

US $ mn 

Invesimenl 








US $ mn 

Ian- Mar 93 

18 

17.5 

5.6 

4.0 1.3 

13.4 

4.3 


4.2 

|9<)t 04 

1.58 

5.592.7 

1782.8 

466.5 148.7 

5126.5 

16.34.1 


1638.3 

Api 'Jiin 93 

41 

151.0 

48.1 

1 3 0.4 

149.7 

47.7 


51.9 

lul-Aug 93 

70 

572.8 

182.6 

20.1 6.4 

552.7 

176.2 


228.1 

Ocl-Dec 93 

131 

1920.9 

6124 

41.6 13.3 

1879.5 

599.1 


827.2 

l«in-Mar 94 

1.58 

2948.0 

9.39.7 

403.5 128.6 

2.544.6 

811.1 


1638.3 

1994-95 

308 

7631.1 

2431.2 

28.34.6 902.9 

4796.3 

1528.3 


3166.6 

Apr .Inn 94 

199 

2835.2 

90.3 8 

617.4 196.8 

2217.7 

706.9 


2345.2 

Jul-.Scp 94 

229 

19.19.4 

618.2 

.555.9 177.2 

1.38.3.5 

441.0 


2786.2 

Dcl-IX'C 94 

281 

1.544.8 

402.4 

899.1 286.6 

645.5 

205.8 


2991.9 

lan-Mar 95 

308 

1311.7 

416.8 

762.2 242.3 

.549.6 

174.6 


3166.6 

1995 96 

367 

9675.5 

285.3 6 

2751.7 822.9 

6942.0 

2035.7 


5202 3 

Apt-Jiin 93 

323 

1.392.4 

444.5 

626.7 200.0 

765.8 

244.4 


3410.9 

Jul-Sep 95 

323 

2.331.9 

729.2 

706.0 219.2 

1626.0 

510.0 


3920.9 

Ocl-IXi 95 

337 

1629.8 

468 9 

717.4 206.5 

912.4 

262.4 


4183.3 

Jan-Mar 96 

367 

4321 4 

1211.0 

701.6 197.1 

.3637.8 

1018.9 


5202.3 

1996-97 

439 

1.5.369 9 

4340 4 

70.59 8 1983.2 

8409.9 

2386.4 


7588.8 

Apr-Jun 96 

383 

4715.8 

1.358 3 

1073.8 .308.8 

3742 0 

1078.7 


6281.0 

Jul-.Scp 90 

403 

.3 189.9 

980.3 

1669.7 468.8 

1820.2 

511.5 


6792„5 

Oct-Dcc 9(i 

427 

3181.0 

890.8 

1589.9 445.1 

1.591.1 

445.7 


7238 2 

Jan-Mar 97 

4.39 

3983.2 

111 1.0 

2726.4 760.5 

12.56.6 

3.50.5 


7588.8 * 

Grand Total (since Jan 1993) 

4.39 

38286.7 

1413.6 

13116.6 .38.59.0 

25288.1 

7.588.8 


7588.8 # 

Vr>/e. ToluN may not tally due to niunding off 
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COMMENTARY 


Hazare’s Anguish 


The alliance partners are shielding the corrupt and using the police 
to implicate their rivals. Yet. only Anna Hazare’s grit to thumbnose 
the Sena chief on the issue of corruption carries the hope of any 
opposition to the alliance rule. 


“DESPITE :dl effons, I have found myself 
helpless in the face of inept, insensitive 
govemmentontheone hand, and an inactive 
and slothful society on the other. Under such 
circumstances I find life meaningless, and 
follow the example of the late Sane Guruji 
and put an end to my life”. With these words 
.social activist Anna Hazarc has started his 
second fast and stage has been set for another 
round of confrontation between Hazarc and 
Sena chief Bal Thackeray. In this 
Mipfrontation chief minister Manohar Joshi 
is doing a balancing act with kowtowing to 
Thackeray's whims and fancies, and trying 
to placate Hazarc to shield his government 
fiom public outrage. 

Last year in Novcmber-Dcccmber Hazarc 
had undertaken his first fast after Thackeray 
had started abusing him publicly anil 
demanded inquiry into theaffairs of Hazarc’s 
Hind Swaraj Trust. Hazarc challenged the, 
state government to order an inquiry and 
dared Thackeray to face such an inquiry into 
his assets also. * 1111 $ public spat was preceded 
by Hazarc’s unsuccessful eflbrts tq convince 
Sena-BJP alliance government in 
Maharashtra to take action against the errant 
officials and some of the ministers. 
^Since Hazare’s decision to undertake a 
^Ibt came even when the dust raised by 
Ramesh Kini episode had not settled down, 
it created a political storm in the state. 
Hazare’s call for resignations of two 
ministers, Sashikant Sutar and Mahadev 
Shivankar, had a favourable response from 
the people. But Thackeray was adamant and 
being a ‘remote control’ of the alliance 
government, was not allowing the chief 
ministerto take action. The state government 
came under tremendous pressure and 
ultimately die chief minister Manohar Joshi 
had to convince Thackraay to allow him to 
take some action. Joshi divested both the 
ministers of their portfolios, took their 
resignations, but did not send them to the 
governor. He instituted a one-man inquiry 
committee of S W Puranik, a retired judge 
of Mumbai High Court and declared that if 
the committee finds any substance in the 
allegations against the ministers then he 
ould send the resignations to the governor. 
After this climb down by the state 
government Hazarc went on offensive, 
declared that he had doubts about the 


impartiality of Puranik committee. He 
demanded that there should be a three- 
member commission and tt should be 
constituted under Commission of Inquiry 
Act. He also gave to the government a list 
of names from which the members of the 
commission could be selected. 

The state government refused to accede 
to this demand and Hazare launched a 
statewide agitation. He toured various areas 
of the state and held well-attended public 
meetings. Hazarc’s speeches and his ^lega¬ 
tions were widely reported. But in few weeks 
time the movement lost its dynamism, and 
with it people’s interest also waned. The 
news items about his movement also dis¬ 
appeared from the front pages of the news¬ 
papers. Hazare went buck to his native village 
Ralegan Siddhi in Ahmednagar district. 

Now after four and half months Justice 
Puranik has submitted his report. The report 
has indicted Sashikant Sutar and absolved 
Mahadco Shivankar. Justice Puranik has 
observed in the report that prima facie there 
is a sub.stance in the allegations agaiast 
Sutar. This meant that as per the public 
assurance given by the chief minister, Sutar 
had to be removed. Again Thackeray put his 
foot down. Hence to placate Thackeray, the 
chief minister while tabling the Puranik 
report in the assembly, announced setting 
up of another commission, now under 
Commission of Inquiry Act, to probe in 
detail the allegations against Sutar. Still 
Thackeray did ‘not budge. He argued 
childishly, “since Puranik committee has 
held Sutar prima facie guilty of amassing 
assets disproportionate to his income, the 
Sena has also prima facte decided to accept 
his resignation, and Sutar would be removed 
only if he is found guilty by the new 
commission.” This was mere play of words. 
The real intention was to protect Sutar. Hiis 
put the chief minister in a fix. During the 
first phase of Hazarc’s agitation. Thackeray 
had similarly tried to protect Sutar and 
ultimately he had to be persuaded by the 
chief ministerto institute a inquiry committee 
and keep Sutar in the cabinet as a minister 
without portfolio. This climb down had 
enraged 'Iliackeray no end and he had gone 
to town abusing and vilifying Hazare. 

Same thing happened this time also. After 
a week or so Sutar had to go and again 


Thackeray started lambasting Hazare in 
most abusive and obscene language. He 
repeatedly demanded that a probe should be 
ordered to investigate the malpractices of 
Hazare’s Hind Swaraj Tmst. I le asked I lazare 
to give account of Rs 22 crore given to the 
trust by the government. This was the same 
allegation made by Sutar during first phase 
of Hazare’s agitation and repeated again 
after he was re-moved from the cabinet. 
'Thackeray was merely supporting Sutar’s 
demand. Thackeray’s son Udhhav also 
publicly assured Sutar that he would be 
ultimately exonerated by the commission 
and would be taken back in the cabinet. Sutar 
* in turn denied the rumours about his joining 
Congress and assured that he would always 
remain loyal to Sena chief. 

As is his wont, Hazarc accepted 
Thackeray’s challenge and asked the govern¬ 
ment to institute a CBI inquiry into Hind 
Swaraj Trust affairs and decided to undertake 
the fast and observe ‘maun vrat’. The chief 
minister declared that he would examine all 
the papers of the trust and decide about the 
investigation. But within couple of days the 
chief minister announced that there is no 
question of ordering a CBI or any high level 
inquiry to prohe the acrount.s of the trust, 
as they arc in order, and atlairs of the trust 
are being run according to rules and 
regulations. Thus he gave a clean chit to 
Hazarc and also clarified that the state 
government had given only Rs 1.05 crore 
to the trust and another Rs 6 crore for ideal 
village scheme undertaken by Hazarc. He 
tried to gloss over Thackeray’s allegation 
against Hazare and declared that cases of 
corruption forwarded by Hazare are being 
looked into and in some cases departmental 
inquiries have also been ordered 

On the other hand Thackeray has kept up 
his barrage of criticism against Hazarc and 
asked the government not to buckle before 
him. It is alleged that Thackeray even went 
to the extent of .saying that “let the old man 
die. We are not bothered.” Hazarc has been 
piqued by the repeated allegaliun.s being 
made by ’Thackeray about the affairs of Hind 
Swaraj Trust and personal vilification 
campaign launched by the Sena chief. It is 
essential to understand the mi ndsei of Hazare. 
He is transparently honest and dedicated 
social worker. He has always stood for 
honesty, integrity and decency in public life 
and expects others to behave similarly. 'That 
is why he initially tried to have dialogue with 
Thackeray. ButTbackeray is made of dilTcrcnt 
stuff. He never brooks any opposition and 
wants his word to be a law He does not 
believe in democratic functioning, says so 
publicly and is proud about it. Words like 
honesty, integrity, transparency are anathema 
to him. His functioning is feudal in nature and 
is essentially based on culture of patronage. 
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Tile Teuton for clash between Thackeray'^ 
and Hazare is this difference in personalities. 
Hazare has now realised that it is futile to 
reason or appeal to Thackeray and the state 
govemmem. He has hardened his stance. 
Hazare has declared that he does not trust 
impartiality of the chief minister and he 
would hence forward send all complaints to 
the governor and the prime minister. Hazare 
has also hinted that he has received hundreds 
of complaints of corruption and some of 
them involved high-ranking leaders who are 
not part of the state government. Itis obvious 
that he is pointing at Thackeray and his clan. 

It is true that Hazare took some wrong 
steps in the first phase of the agitation. His 
allegations of moral turpitude against 
Oopinath Munde backfired. Many 
disgruntled and discredited politicians 
climbed on Hazare’s bandwagon and tried 
to refurbish their image in his refiected 
glory. Hazare has no organisational support. 
Still Hazare is on strong wicket in his 
confrontation with Thackeray and the al I iance 
government. This is because of his honesty 
and integrity. The chief minister has 
understood this. Hence he always tned to 
defuse Hazare’s agitation by meeting his 
demands halfway. But he has also constantly 
look over his shoulder to keep watch on the 
efforts made by rivals in the Sena todislodge 
him. Of and on Thackeray himself has issued 
veiled warnings to Joshi. The Sena 
mouthpiece Samna also keeps on publishing 
news items about party workers' demand 
for Uddhav Thackeray’s inclusion in the 
cabinet. 'Thackeray has already declared 
Uddhav and hts nephew Raj as Sena leaders. 

While this power struggle goes on, there 
are instances galore where the Sena chief, 
sons and other members of family, other 
Sena bigwigs and ministers in state cabinet 
have indulged in wanton misuse of power. 
Joshi’s talk of efficient and transparent 
administration geared to the needs of people 
has proved hallow. Honesty, efficiency and 
transparency have been sacri ficed at the altar 
of personal aggrandisement. In the process 
mafia gangs and anti-sociai elements are 
being given a free ran. allowed to terrorise 
people and extort huge amounts of money. 

A ‘Bihar* is being enacted in Maharashtra. 
Some recent events would .suffice to prove 
this point. 

Most glaring of these recent events is the 
controversy about the transfer of a deputy 
commis.Moncr of police in Mumbai. Sanjay 
Pande, the deputy commissioner who has 
beentransferred. wasin charge ofEconomic 
Offences Wing of Mumbai police. A high 
profile, controversial officer, he was 
investigating the cobblers scam in which 
nearly Rs I .OOOcrorc were siphoned off. 'The 
investigation was in final stages and Pandey 
was on the verge of filing a chargesheet. 
'The officer was also investigating other 
ecommiic offences and has stepped on the 
toes of many influential people. Hence, his 


transfer created a fiirore and all the Uame 
was laid at the door of deputy chief minister 
and home minister Gopinath Munde. 

Interestingly, when Pandey was being 
criticised for being overzealous and rude, 
Munde had come to his rescue. When the 
officer was issued contempt of court notice 
afleran altercation with government advocate 
who had been handling the cobblers scam 
cases, the deputy chief minister backed him 
to the hilt. Munde had resisted many an 
attempt to force him to transfer Pandey. The 
government counsel had assured the court 
that Pandey would not be transferred till the 
investigationintheccdiblersscamiscompiete 
and chargesheet filed. Tlien why did Munde 
issue the order to transfer Pandey to a non- 
executi vepost of principal ofPoliceTraining 
School at Jalna? 

Munde's critics are saying that Pandey's 
investigations of another smaller scam in 
Abhyudaya Co-operative Bank was the 
proverbial last straw on the camel's bock. 
The employees union of the bank has gone 
in a petition to high court and alleged massive 
irregularities in disbursement of loans, 
recraitment of employees and purchase of 
property. The union has also alleged in the 
petition that the board of the bank sanctioned 
a loan of Rs S crore to a company which 
had opened an account only afortnight earlier. 
The dccison was taken after the chairman 
ofthe bank Sitaram Ghandat, anindependeni 
MLA, told the board meeting that Munde 
wants the company to be favoured. 

For a long time Ghandat was in BJP and 
contested the 1995 a.ssembly elections as a 
rebel candidate after he was denied the party 
ticket He was apeon in the council hail trom 
1967 to 1977. Independent MLAs are 
essential for survival of minority Sena-BJP 
alliance. Hence they arc pamper^ and there 
IS a rivalry between the alliance partncis in 
enticing independent MLAs to their camp. 
Ghandat had become an associate memb^ 
of Sena. But fur the last few months he was 
considered to be close to BJP. It was being 
rumoured that the deputy chief minister had 
blackmailed him in supporting BJP and in 
return he was promised that no action would 
be taken against him. 

Pandey had asked for permission from 
higher authorities to arrest Ghandat. But 
arrest did not take place and the employees 
union had made Pandey one of the 
respondents alleging that because of pressure 
fronr Munde, the police officer was not able 
to arrest Ghandat. When the controversy 
about Pandey’s transfer erupted, Munde 
blandly denied these allegations. But clumsy 
efforts of Mumbai police to implicate Pandey 
in withholding an important file iroip hi^r 
officers let the cat our of the bag. It became 
clear that actual orders for Ghandat’s arrest 
were issued, but verbally Pandey was asked 
not to take action till he gets a green signal 
from Munde. Pandey did not get that signal 
till he was transferr^. Before orders of his 


transfbrwweiaitied, Pandey madea 
onthefilesayingdutcthedqxitychieffflinlato 
had ordered verbally not to armt Ghandat. 
This has put Munde in a spot and that is why 
an effort is being made to implicate Pandey 
by proving that in spite of orders he did Jiotj 
arrest Ghmdat, and he made the noti 
the file after the transfer order was isi 

Now the Mumbai police have arrested; 
many directors of the Abhyudaya Bank. Bui 
Ghandat has escaped in spite of he beiny 
under police protection. The employees 
the bank are alleging that those directors whd 
were in forefront in making complaints aboJ 
irregularities have been put behind bars, anfl 
Ghandat was given sufficient time to escapeT 
after taking away valuables stored in hiij 
lockers in the bank. 

This controversy has put on back bumetj 
the investigation and filing of chargesheeti 
in the cobblers scam. A scheme to helf 
cobblers was used by big shoe manufacturing 
companies to defraud the state exchequer tol 
the tune of Rs 1,000 crore. The scheme] 
stipulated that if 25 cobblers come togethe] 
and formed a co-operative societ; 
government would provide financial' 
and credit at concessional rates. The bi| 
companies in shoe manufacturing secti 
floated hundreds of fictitious co-operati 
societies and obtained loans. Some of Hit] 
kingpins of this .scam were Saddradin Dayi 
owner of famous Dawood Shoes chain 
shops and a former shetifr of Mumbai: Raflj 
Tcjani of Metro Shoes, Abu Azami. 
president of city unit of Samajwadi Panj. 
The scam could take place because of tk 
connivance of the government's co-operatix 
department and leading banks in the c» 
operative sector. For last one and half yeatj 
the Mumbai police have been investigatini 
this scam and many startling facts havecomj 
to light. The ramifications of this scam 
far and wide. Police suspect that part 
money involved in the scam may have'i 
used in financing the activities of culprtj 
behind Mumbai bomb blasts ofMarch 1991 
Some part of this huge amount has also bee 
invested in various other industrial venture 
Leaders of most of the political parties anj 
involved in this scam. 

This nexus between politiciaris, ofricetj 
and criminals has landed the alliantt 
government in trouble. It has been seveidl 
reprimanded by Nagpur bench of Muml)i| 
highcourtinthecaseof AranGawli, Amsfi 
don, Gawli was lionised by Sena chief as ‘oi 
Hindu answer’ to ‘their Muslim Dawood*. 

In fact in his initial days Gawli was nurtuitdj 
by Sena and used to terrorise politi^ 
opponents. Later when Gawli established'' 
empire and became unmanageable. Si 
extended its patronage to Amar Naik 
Ashwin Naik gang. In retaiiation,Gawli kill 
Jayant Jadhav, a close friend of AmarNj 
Jadhav was also a confidant of Sena 
and Thackeray used to call Jadhav as 
‘fourth son’. Wife of Ashwin Naik is a 
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I member itfMumlMi municipal corporation. 

Oawli had been in jaii for many years. He 
used to run his gang and extort money from 
jail alio. Later, Gawli was given bail. But he 
was not ready to come out because he feared 
l^^wal gangs would bump him off. He was 
MMbaied that police would stage a false 
encounter to kill him. Ultimately on the eve 
of Mumbai municipal corporation elections 
Oawli came out of jail and walked straight 
into the political arena. He floated an 
organisation called ‘Akhil Bharatiya Sena* 
and Added candidates against Sena in many 
central Mumbai constituencies. Heused terror 
tactics tointinudateSena leaders and workers. 
Thackray had to warn him publicly. The 
Sena chief smelt Congress hand, particularly 
that of Chhagan Bhujbai, behind Gawli's 
actions. The MaAa don did not heed 
Thackeray's warning and hence Sena chief 
forced the state government to put him behind 
bars. When Gawli was detained under 
National Security Act and kept in Amravati 
Jail, his wife Aled a petition before Nagpur 
|h||cli of Mumbai high court. At the same 
PMklawli’s' mother accused in a complaint 
to National Human rights Commission that 
Thackeray was planning to kill her son in 
a fake police encounter. Thackeray denied 
the charge. 

The court released Gawli and slapped a 
Ane Rs 2S.000 as well as reprimanded 
Mumbai police commissioner and home 
secretary for not applying their minds before 
issuing the order as a detaining authority. 
The judges pointed out that a complaint was 
registered against Gawli at 11 pm and within 
four hours order for his detention was issued 
by Mumbai police commissioner. The 
provisions of the NSA require the detaining 
authority toinvestigate the complaint, satisfy 

S r and then issue the order. The court 
ed that this procedure was not followed 
the Mumbai police commissioner acted 
because of some extraneous reasons. The 
court has also fined some jail officers in 
whose custody Gawli had been kept under 
detention. The court has asked the state 
government toinvestigate and prosecute these 
, officers for allowing Gawli to organise and 
tun his gang while under detention. 

The order of the court to impose fines is 
a controversial one and the state government 
has decided to go in appeal to the Supreme 
Court. But that apart, the judgment throws 
light on the negus between politicians and 
nudlagangs. It also brings into open the ways 
in which police force is being used by the 
politicians for their ulterior motives. 

Hazare's anguish should be looked upon 
against this background. Of course, a lone 
Hazare, bereA of any organisation and 
political support, may not be able to pose 
jgny seriouselectoral challengetothe alliance 
■toernment. There is no effective political 
^position tothpSena-BJPalliance at present. 
Congress is compteely demoralised and 
divided into various groups. This infighting 


had its echo in the recent deposition by 
former chief minister Sudhakar Naik before 
the Srikrishna Commission, udiich is en- 
quring into the riots of 1992-93 in Mumbai. 
Naik criticised the role of army and lauded 
the efforts of the Mumbai police. He also 
admitted that decision to remove the then 
Mumbai policecommissionerShrikant Bapat 
was a wrong one. Sharad Pawar was the 
defence ministerat the time, and many indus¬ 
trialists and prominent citizens had ap¬ 
proached him to send the army to quell riots. 
Pawarhimself had camped in Mumbai. Naik’s 
criticism of the army was in fact directed 


against Pawar and he was suggesting that 
Pawar deliberately did not allow army to act. 

All other parties are marginal in the political 
arenaof the state, in suchasituation Hazare’s 
crusade against corruption is the only 
opposition to the ruling alliance. If Hazare 
avoids the mistakes which were committed 
in the first phase of the agitation and does 
not allow discredited and disgruntled 
politicians to use his movement for their own 
political ends, he may be able to stir 
conscience of the people. A sustained long¬ 
term campaign against corruption by Hazare 
may comer Sena-BJP alliance. 


National Security: Skewed Perceptions 

Gautam Navlakha 

. ■ ' ... ■■ ■ 1 , III II I . ... . 

The absence of a security policy and therefore of a critical public 
debate on it has meant that neither parliament nor the people have 
any way of judging whether the threat perceptions being projected 
are in fact real, and whether budgetary expenditure prompted by 
these concerns is in fact necessary. 


AFTER years of drift our foreign policy 
establishment begandiscardingtheirP^istan 
phobia. In a new diplomatic tack initiatives 
were undertaken which helped ease tensions 
with neighbouring countries. Indian officials 
also ‘discovered’ Afghani.stanafterignoring 
it for nearly two decades. The motivating 
factor was Pakistan and active diplomacy 
was undertaken taking India's contention 
with Pakistan beyond Hindukush range. 
However, insofar as hostilities are reduced, 
this approach is immensely preferable. 
Nevertheless, this has not meant a cut-back 
in military build-up. National security is a 
blindspot with political leadership in which 
hype of consensus hides retrogressive 
postulates. They have also to contend witif 
the security apparatus whose pre-eminence 
in administration is contingent upon 
heightened threat scenano. Thus United Front 
government decided to sharply increase 
outlay for national security. 

The budget for 1997-98 proposes to 
allocate over Rs 45.000 crore for the upkeep 
and upgradation of the ‘Armed Forces of the 
Union’ (see Table A for explanation). It was 
claimed that only Rs 39.625 crorc had been 
allocated, which amounts to a 17 per cent 
share in the total expenditure of the 
government of India. It was reported that 
defence budget increased by a mere Rs 6.2(X) 
crore and that the allocations are inadequate 
to meet our security requirements. In actual 
fact, in a like to like comparison between 
BE for 1996-97 and BE 1997-98, the increase 
was nearly Rs 9.000 crore or by nearly 28 
per cent! There is also during the course of 
the year routine hike between BE and RE. 
Further ofAcial records reveal that defence 
expemliture has been rising sharply. It was 


Rs 3,571 crore in 1980-81. crossed 10,439 
crore by 1986-87, climbed to Rs 15,426 in 
1990-91 and reached Rs 29,498 by 1996- 
97! Total expenditure of the government 
during the above-mentioned years was Rs 
22,495 crore, Rs 64,023 crore, Rs 1,05,298 
crore and Rs 2,02,298 crore. This m^es the 
share of what is called 'defence' in total 
expenditure I5.9pcrcent, 16.3 percent, 14.6 
per cent and 14.6 per cent, respectively. 
Which is to say that the phenomena increase 
in our military expenditure which began two 
decades ago gets another boost by being 
raised to 17 per cent of the share of'defence' 
outlay is con.sidered, and close to 20 percent 
if total military expenses arc counted. 

SEruRiTY AGAINST OmtESseo 

To appreciate the budgetary allocation for 
the military it is necessary to place it against 
the growing insecurity of life and liberties 
of our people. According to the revised data 
of the Planning Commission, the rate of 
decline in poverty levels slowed down 
between 1987-88 and 1993-94 in spite of 
gooo monsoons and mounting food-stocks. 
As a result 36 per cent or Rs 320 crore of 
our people continue to live below poverty 
line. Allocations for the rural poor has been 
below inflation and has been declining. The 
share of public investments in agriculture 
which was IS per cent in 1980-81 came 
down to 6 per cent by 1990-91. Through the 
Arst seven years of 1990s the foodgrain 
production rate has not exceeded 1.7 percent 
which is below requirement compelling us 
toimpurt foodgrains. In Pakistan the shortage/ 
unavailability of wheat led to riots. Surely 
social discontent caused by inaccessibility 
of basic commodities is not conducive to 


Economic and Political Weekly May 17-24, 1997 


1063 



reduce any form of external threat? Food' 
remains a weapon in international politics. 
What is our government's response? 
Allocations for agriculture declined and 
irrigation has remained low between BE 
1996-97 and 1997-98. 

The total expenditure of the government 
in the RE shows a decline of nearly Rs 2.400 
crore because several ministries failed to 
utilise amount allocated. It is worth noting 
which ministries surrendered funds and where 
government overspent. The 1996-97 BE 
showed allocations of Rs 4,699 crore for 
agriculture, Rs 8.713 crotc for rural areas 
and employment, Rs 4,480 crore for 
Education and Rs 1,374 crore fur water 
resources respectively. Agai nst this RE shows 
Rs 4,046 crore, Rs 7,847 crate, Rs 3,730 
crore, and Rs 9S3 crore respectively, as 
having been utilised. Thus, the saving 
amounts to Rs 2,600crore! Incontrast defence 
and police overspent by Rs 2,066 crore and 
Rs 217 crore respectively, between BE and 
RE. The real implication of the diversion of 
resources from the productive to the 
unproductive sectors thus stands out inviting 
us to make sense of our security policy. 

The Standing Committee on Defence 
(1996-97, First Report) was informed by the 
ministry of defence that they needed 
enhancement of funds by Rs 4,106.61 crore 
over BE for 1996-97to meet ‘\arious revenue 
and modernisation requirements”. It 
recommended that in view of “the emerging 
security scenario.... the committee desire 
that the entire amount projected by the 
ministry of defence may be allocated in the 
Defence Budget, 1996-97." This advice was 
readily accepted. The reference, however, to 
“entire security scenario” is a fiction because 
this very committee in its Second Report to 
the Lok Sabha says that “(t)he committee 
are informed that there is no formal written 
document called India's National Defence 
Policy". The committee remarked that in 
“the absence of any document... it is not 
possible lor the policy to be analysed and 
modified." And requested the guverotnent 
“to examine the feasibility of preparing a 
formal National Defence Policy document 
for being placed before the parliament”. 
Response of GOI speaks tor itself: 
Government wish to submit that absence of 
such a written document should not be 
construed to imply the non-exisicnee of the 
policy It IS a result of a conscious decision 
that such a document has not been published. 
This bureaucratic muinbo-Jumbo is not 
new and honours the philosophy that the less 
the public knows the better. Therefore 
denying access to parliament, press and the 
public translates into secrecy to safeguard 
national security. Anything that is so secret 
that it can neither be written nor shared with 
the parliament of a republic is undemocratic 
if not unconstitutional. So how can national 
sccunty be promoted by defying the will of 
the people reflected in our parliament? Nor 


can there be such a thing as "well-defined 
guidelines and objectives" when we don’t 
even know what these are. In other words 
such a policy rests on the whims and fancies 
ofacotertewhoseownsulgectiveassesments 
are presented as the National Security 
Perspective which we are supposed to 
unquestioningly accept. Based on this 
'policy' allocations are made year afteryear. ^ 
While there is no security policy there are * 
references strewn here and there that provide 
some idea of our security concerns. Sizeable 
part of our forces are deployed to fight, and' 
therefore much of our military expenditure 
are geared for use in ‘internal wars’. In a 
departure from convention Annual Report 
of the MOD (1996-97) accords internal 
security operations and the 'enemy within’ 
high priority equal to. if not aheadof, military 
threat from Pakistan or China. This has 
political and budgetary implications. In the 
fiist place, Indian army, is raised and 
organised along religious and caste lines. To 
deploy such troops in a multilingual and 
multi-religious country is fraught with danger 
and totally at variance with our Democratic 
Republic. Secondly, by making the search 
for democratic solutions contingent upon 
military suppression, social inequalities and 
regional disparities that lie behind much of 
domestic strife are pushed into the back¬ 
ground. Thirdly, as the useof ‘Armed Forces 
of the Union' increases, the demand for 
raising more troops grow. The army as part 
of its 10-year plan has proposed a separate 
60.000 strong counter-insurgency force 
and wants the finance ministry to make 
separate allocation for this. The Standing 
Committee on Home Affairs in its 32nd 
report (1996-97) also records that “the 
Secretary of the Ministry stated that there 
has been a pressing need for raising more 
Battalions of the Central Para M i litary Forces 
(CPMFs) due to increasing demands from 
state governments particularly from north¬ 
east and Jammu and Kashmir for internal 
sccunty duty.” Allocations for central police 
havcincrea^ 1,S00 times between 1930-51 
and 1997-98 - from Rs 3 crore to Rs 4,.500 
crore. In 1973-74 the Public Accounts 
Committee in its 131 st report had expressed 
concern at the “large-scale and continuous 
incrcaseinunpruductiveexpenditureof these 
agencies (CPMF's)” and called for “an 
immediate review by an independent high- 
powered commission”. Several states and 
political parties in their submissions before 
the Sarkaria Commission had pointed out 
that their reliance on ‘Armed Forces of the 
Union' is a consequence of the reluctance 
of the central government to provide funds 
for modernisation of the state police force. 
Going by the lawlessness exhibited by the 
Delhi police it is evident that a centrally-nin 
police is likely to be worse than state police. 
What also merits attention is that at a time 
when devolution of powers to the states is 
being demanded, civil strife is becoming the 


mqjor emcem of our socuiity apparatus. 
This provides the rationale for poaching on 
slate’s law and order domain which negates 
federalism. It is therefore, impermive to 
involve suite govemmenu and legislatures 
in any deliberation of the security doctrine 
because concerned state governments (hlli|i| 
be able to provide a nuanced picture and 
highlight issues considered less important 
by the south block mandarins. What lends 
credibility to this is provided in the 36th 
report of the Committee on Home Affairs 
which provides statements and responses of 
cross-section of the people of north-east at 
variance with official wisdom. 

It is obvious to discerning observers that 
conduct of wars against our own people 
aggravate people’s sense of alienation. So 
a policy that is fuelling discontent is 
inappropriate for country’s security? In its 
36th report the Parliamentary Committee on 
Home Affairs affirmed that “problem of 
insurgency cannot be solved by force alone”. 
And called for a “dialogue and negotiation 
with various insurgent groups in an 
atmosphere of mutual trust and undfljM 
standing” and “without any precondition”T| 
The report reiterates that “a permanent I 
solution to the insurgency problem in the I 
region can be found only through political I 
negotiations”. And goes on to say that I 


Table A 

(Rs Crore) 


Item Head 

BE 

96-97 

RE BE 
96-97 97-98 

Ministry of Defence 

241 

221 

290 

Defence Pension 

3300 

3683 

3715 

Army 

12952 

14167 19205 

Navy 

1834 

2055 

2259 

Air Force 

3912 

4376 

4814 

Ordinance 

157 

396 

4.35 . 

Capital Outlay 

8944 

8505 

8907iP 

Total 

31337 

33403 3962:5 

Coast Guard 

287 

254 

309 

Police 

4294 

4511 

4486 

Strategic Roads 

281 

286 

312 

Atomic Energy * 

240 

260 

290 

Space# 

609 

694 

753 

Special Protection Group 46 

54 

75 

Grand Total: 

37094 

39208 45850 

Total Expenditure 

204660 202298232481 

Total Security 

37094 

39208 45850 

Percentage of Total 

18.1 

19.4 

19.7 

*: Only 2S per cent of the allocations under DAE 

are taken. #: Only SO per cent of the ollocaticn 

made under the head of Rocket Development as 

well as Space Research considered.See 

Expenditure Budget 97-98,Volume 2. 


Tables 




BE 

RE 

BE 


96-97 96-97 

97-98 

Agriculture 

4699 

4046 

4340 

Rural Area and 



J 

Employment 

8713 

7847 

9li8i 

Education 

4480 

3730 

5231 1 

Water Resources 

1374 

953 

1762 1 
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‘^rarioltt accordi signed by the central 
government with various insurgent 
groups...mustbeim|demenledintroespitit". 
InsouKi and in spite of the Deve Gowda 
government improving reiations with 
and initiating dialogue with 
IMlMmntt the’‘nati<mal security perspective' 
,has chosen to become more strident and 
therefore the fear is that recourse to coercive 
measures will once again prevail. 
Parliamentaiy control over formulation of 
security policy therefore is vital. 

Absence of Accountabiutv 

Absence of a security doctrine and 
I accountability means that the public can do 
I little to stop foolish decisions from being 
i taken. To reverse a decision once taken 
becomes an arduous and costly task. For 
instance, saince 1983-84 we have been 
spending Rs 6 crore per day on Siachen 
operations or Rs 2,200 crore every year. In 
1989 a draft agreement wa.s prepared with 
Pakistan for disengagement and pullback to 
lotions occupied at the time the Shimla 
pH was signed in 1972. Backtracking on 
the draft agreement meant has led to a course 
of action which bleeds us white over a patch 
of icy wasteland. Again our Navy was 
spending Rs 2 crore per day or Rs 732 crore 
every year on INS Vikrant. Now that it is 
no longer in service are we any less safe 
where our commercial interests are 
concerned? An aircraft earner is meant for 
offensive purposes so is it meant to provide 
muscle for our conduct of coercive 
diplomacy? Against the big powers or our 
neighbours? 

The impact of kickbacks on defence 
I expenditureandforeigndebthavenot become 
I partofoursensibilities.Considerthat between 
UW8-92 our weapon imports made us the 
Plpest importer of arms. The CBI claimed 
^ that in the Rs 1,300 erme HOW submarine 
deal 10-lS per cent of the cost was paid as 
kickbacks. In other deals too the ratio would 
have been the same Military experts 
contended that HOW submarines was a poor 
choice. In Rs 1,200 crore Bofors deal there 
is evidence on record which suggests that 


1990-91 to 1995-96 shows a cumulative 
trade deficit in six years of nearly $32 bn. 
Of this 40 per cent is due to military imports. 
It will be contended that such imports were 
essential. However it is incontrovertible that 
contribution of arms imports in creating 
foreign debt is significant. And because all 
of this was based on a policy unfamiliar to 
the parliament their imperative need is open 
to question. 

Parliamentary scrutiny is also necessary 
in view of the evidence of non-utilisation 
and misuse of resources allocated. ITie 
Standing Committee on Defence (1996-97 
first report) points out that they “are rather 
surprisKi that while on the one hand, the 
ministry have been complaining about 
inadequacy of funds...(they) have miserably 
failed in ensuring proper utilisation of the 
resources in the execution of new naval 
construction projects.” And advocated 
“proper utilisation of the meagre resources 
allocated, but also to avoid cost and time 
overruns”. Even the standing commitee on 
home affairs (1996-97) expressed concern 
that “while additional allocation is sought 
to provide residential accommodation to more 
CPMF personne'. the approved outlays are 
not utilised to the optimum as an amount of 
Rs 10.34 crore had to be surrendered during 
1995-96”. And yet the ministry asked for 
allocations of Rs 625 crore to meet the 
housing shortfall. In other words while we 
pamper our security forces, authorities 
disregard building dwelling units for the 
jawans for which money was provided. 
Moreover utilisation of armed forces against 
our own people has affected the morale and 
discipline of the forces. According to the 
director genraal of armed forces medical 
services psychological problems faced by 
the jawans deployed in internal wars have 
increased. 

Indifference towards thejawans is matched 
by an unconcern for the proper use of scarce 
resources. For instance, the army pays a high 
price for 1,100 items of spares and 
components bought from private parties. 
There are reports that incorrect assessment 
has resulted in stock build up for I Hmonths 


for ‘K* class submarines could not be used. 
The CAG goes on to say that operational 
availability of ‘K’ class submarines fell due 
to ‘improper maintenance’ and resulted in 
these blocking the naval dockyard. Other 
naval vessels were refitted in commercial 
docks at an extra cost of Rs 3 crore. In 
another instance the MOD signed a contract 
for 12 Tungushka surface-to-air missile from 
Russia at a cost of Rs 450 crore of which 
only six were delivered. Hiese were found 
to be 're-conditioned' and not satisfactory. 
Again orders worth S 36 million were plac^ 
with a Yugosla V firm for procurement of 150 
tank fire control system. Advance payment 
worth $ 11 million were made in July 1991 
but no consignment has arrived. 

When resources are readily made available 
there is also a tendency to prefer costly 
shotcuts. Take the air force which has 
continued to rely on expensive imports of 
fighter planes. Given our burgeoning foreign 
debt not only is this uneconomic but also 
inadequate as this limits the number of units 
we can purchase. Thus we had to restrict our 
purchase of Mirage 2000 and Mig 29s to 40 
each. As against this the cheaper option of 
upgradation which has been successfully 
tried by China have been ignored. 
Surprisingly as 350 of our Mig 21 s are being 
ma^ obsolete, u^raded Mig 21 s are being 
inducted as frontline fighters in several 
countries including Pakistan. It defies 
common sense that our decision-makers 
prefer the expensive option which increases 
our vulnerability rather than the option of 
self-reliance where defence is concerned. 
Thus we are nowhere close to developing 
advanced jet trainer, light combat aircraft, 
battle tank, etc. 

Finally it is worth noting that defence 
services are as large a landlord as the railways 
and possess land in excess of 21.52 lakh 
acres. Like all landlords their appetite keeps 
growing. According to the Jammu and 
Kashmir government between 1991-96 the 
army occupied more than 3.000acres of land 
in the Valley. Very little is known about how 
much is actually used for purposes for which 
they were acquired. Reports show land being 


the security angle advanced for purchasing or 10 years against the standared practice of used for golf courses, clubs, shopping 

the 15Sromgunwasafiction.AsforWetland three months resulting in pile-up of capital complexes, all in the name of ‘national 

helicopter weended up purchasing a useless stocks worth Rs 190 crore and expenditure security’. 

helicopter to help a friendly Thatcher on their maintenance at Rs 35 crore. Not only does the public remain unaware 
govemmentandforprivategain.Themagni- Reportedly CB points for a motor cycle ofthe real sources ofthreat, but the growing 
tude of foreigadebt due to arms imports can costingRs 18 each were being purchased for cloutoftheUSoveroureconomyandmilitary 

be Mtimatcd through comparison of the Rs 54; jeep repair kits costing Rs 25 each escapes attention. Today the US, allies, and 

foreign trade data of the commerce ministry at Rs 52; brake shoe linings for one-tonne client-states maintain troops, nuclear and 

and the RBI. Between 1991-92 to 1995-96 trucks costing Rs 105 at Rs 165. In another other arsenal and bases in and around the 

commerce ministry data show our trade instance highlighted by the CAG. com- Indian Ocean. Thereby they exercise 

gap^dening from $1.55 bn to $4.53 bn. munication facilities erreated in 1989 at a domination over sources of oil and natural 

A^inst this RBI dau show the trade gap cost of Rs 122 crore could not be used gas as well as vital sea lanes. The US and 

widei^ngduringthesameperiodfrom$2.79 because the bulk ofthe submarine fleet were its client Saudi Arab regin^ is engaged in 
wto $8.94 bn. The difference is on account not fitted with the anienna system to receive civil warin AfghanistanonthesideofTaliban 

iP^ree factors; postal trade, aid imports, the message. Again Rs 51 crore was in order to acquire central Asian oil and gas. 

pnd defence import. Of this defence alone sanctioned in 1989 for ’K’ class submarines Apart from this the US has arm twisted India 

Ncounts for 80 per cent. Such being the but only Rs 9 crore were spent. In 1995-96 regularly on matters of economic policy. It 

pue a comparison of the RBI data from Rs 40 crore worth of equipment imported is pressurising India to remove customs 
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barriers against food imports and has Filed 
a case against India under clause 18(b) of 
the WTO. But our government hasresponded 
timidly, mesmerised by foreign investment 
and lured by the carrot of strategic ties 
between India and the US with India playing 
a role in the Asia-Pacific region, obviously 
directed against China. The c-in-c of US 
PaciFtc Command in course of his visit to 
India last January made it a point to talk 
about US policy vif-a-vuChina as being one 
of “appeasement and containment”, and 
expressed concern at China's transfer of 
“low grade armaments” to Myanmar. This 
concern is echoed by the annual report of 
the MOD( 1996-97). The US has consistently 
opposed India's membership of APEC and 
under the aegis of the Missile Technology 
Control Regime has held up'India's missile 
development programme. The US also 
opposes deployment ofPrithvi missiles and 
has wanted India to scrap the development 
of the Agni mi.ssilc system. 

The GOI responded by freezing 
development of medium range missiles 
including intermediate range Agni, and went 
ahead with deployment of short-range 
missiles which brings entiie Pakistan under 
its range. This triggered off Pakistan's 
decision to acquireChine.se missiles. It should 
be remember^ that compared to the short- 
range missiles IRBMs have very signillcant 
civilian spin-otfs. And monopoly over 
technology is intrinsic to global capitalism. 
Therefore any elbow mom that we can muster 
vis-a-vis with powers should be the preferred 
course. To do the opposite is to ignore real 
sources of threat. Indeed deployment ol 
Prithvi missiles against Pakistan fuelled 
regional tensions, and by adopting an 
aggressive posture vis-a-vi.i Pakistan 
concessions made to global capital were 
covered up. This also helped right wing parties 
at home who take pnde in whipping up anti- 
Paki.stan hysteria to help divide the people. 
Obviously our security policy works wonders 
by remaining invisible. 

To sum up. the absence ot a policy and 
thereforcofacriticai public debate has meant 
that neither the parliament nor the public 
have anyway of knowing how incorrect or 
exaggerated are the thieat perceptions. A 
written policy document accessible to the 
public i.s essential. This could bring about 
a measure of balanced conceptualisation of 
threat perceptions and would enable 
democratic forces to push for prioritising 
security of life and liberties of our people 
and ensure that cut in public spending be 
shared by all. A cut-back is possible follow¬ 
ing the Sino-Indian agreement on force reduc¬ 
tion on their borders unless the security 
apparatus (with a little nudge from the US 
administration) invents a new scenano for 
treating China as enemy. ALso insurgency 
can be solved through dialogue and nego¬ 
tiations within a democratic framework 
thereby undercutting the rationale for iorcc 


augmentation. What is required is parliament 
to assert its constitutional pre-eminence. 
Right now it is the bureaucracy, which 


AS is well known over 30 |)cr cent of all 
rural households in India constitute the 
population of agricultural labour households 
and the overwhelming majority of such 
households have made little economic 
pmgress. if at all. during the period sini'e 
independence. In spite of the fact that 
agricultural labourers constitute one ol the 
most substantial occupational categories in 
the Indian economy, they are easily among 
the most neglected in terms of the policies 
of the state. This neglect has become even 
more serious, and brazen, in the most recent 
p base of I ndi a's economic policy (henceforth 
NEP); it is as if, for whatever reasons, during 
this period of so-called ccoiioinic refomis 
the ruling coalition's felt need toclicit tokens 
of consent from the labouring classes has 
diminished somewhat. Since the initiation 
of NEP in 1991. agricultural labourers have 
been at the receiving end in almost every 
po.'-sibic way that affects their well-being. It 
is hardly .surprising that the government of 
India, through a variety of official 
publications and statements, not only hides 
the distressing ground reality, but keeps 
m.iiuifaetunng and reiterating utter lies. 

For instance in the Economic Survey for 
1996-97, it IS claimed that the poverty has 
declined during the reform period, a point 
repeated ad naseum by the government 
spokespersons, whemas the fact ofthe matter 
IS just the opposite as even the votaries of 
the NEP have often acknowledged. On the 
basis ofthe National Sample Survey (NSS) 
data, and by using the mcthtxJology suggested 
by the Expert group on e.stimating poverty 
(the Lukdawala Committee), appointed by 
the Planning Commission, it is seen that the 
proporiion ofthe rural population below the 
poverty line rose from per cent in 1990- 
91 (i e, the ‘prc-relorm’ year) to 37.5 per 
cent in 1993-94 at the all-India level, and 
to varying degrees in nine out of IS major 
.states of India (Sen 1996]. Thus according 
to the NSS data, there v/erc 30 million more 
poor people in rural India in 1993-94 than 
just before the reforms began. Moreover, 
these estimates, like all poverty measures are 
extremely sensitive to the movement in prices, 
and, in this respect, 1993-94 was clearly an 


unflinchingly served the British raj and owes 
no allegiance to the public, that calls the 
shots. 


outlier among the post-reform years which 
does nut quite capture the adverse impact 
of the reform process, inflation according 
to the consumer price index for agricultural 
labourers (CPIAL) works out to 19.3,12.4, 
3.5. 11.9 and almost 10 per cent for the 
financial years 1991-92.1992-93,1993-94, 
1994-95 and 1995-96. As is well know^ 
rural poverty at the all-India level, anAjjM 
almost every state, fell consistently^lq 
sharply between the mid-1970s and the late 
t9H0s. But this trend has certainly bcca 
halted, if not reversed, despite (he run of 
good monsoons since 1988-89. Gi'-'cn that 
agricultural labourers constitute the 
overwliclming majority of the rural pom, 
there is little doubt that large number of then 
have been badly hit by the NEP. 

The data on agricultural wage rate, frun 
the Agricultural Wages in India (AV/il, 
published by the Directorate of Economics 
andStatisiics.Minisiryot Agriculture,tell the 
same story. The Economic Survey 1996-9’, 
using this data source, provides informatiun 
on the annual percentage change in real 
wages for unskilled agricultural labourdung 
the NEP phase, which we reproduce b«lA 
It IS well-established that A Wl tends to 
overstate the level, of wages and, compared 
to the NSS. it is less reliable. However, the 
wage data fur tnc 1993-94N SS quinquennial 
survey arc yet to be released and thus ihe 
only major data source which oficrs 
information on agricultural wages is AWI, 
Both the NSS and the AWI suggested a 
trend of rising real wages, at the all-India 
level, and in almost every state, during ite 
1980s alter having remained constant from 
the time of independence to almo.st until afict 
the mid-197()s. As is evident from Table 1. 
the trend of rising real wages for the 1980s 
has certainly been stalled in the First half of 
the 1990s. though no clear trend emerge.s for 
this period. However, it can be easily seen 
from the above table that in 1995-96 real 
wages were lower than 1990-91 Icvelin seven 
out of the 14 major states of India; as it hap¬ 
pens, these seven states house almost 6^ 
cent of agricultural labourer in the cou^ 
Although the wage data from the 1993-9* 
NSS quinquennial survey arc yet to ha 
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Devil Take the Hindmost 

Economic Reforms and Agricultural Labourers^ 

Praveen Jha 

All the indicators relating to the well-being of agricultural labourers 
indicate that the new economic policy has only worsened their plight. 
But official publications and statements continue to hide the 
distre.’t.sing ground reality. 
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reletied, preliminary information on 
employment and unemployment for this 
round is available now, and this information 
has led to much celebrtuion in the official 
publications, such as the latest Economic 
Survey. The 1970s and 1980s witnessed a 
pMbclining trend in employment growth rate, 
both in the nirai and urban areas; pan of the 
explanation lay in the fact that employment 
elasticity with respect to output in most 
sectors of the economy wasdecliningsharply 
during this period. In contrast to this, 
employment growth rate has picked up 
during the recent phase as can be seen from 
Table 2. 

The obvious question arise!;: istherecovety 
of employment growth rate in the 1990s, 
particularly in rural areas, a genuine 
phenomenon or is there something fishy 
about it? If we look at the flgures for the 
employment elasticity of output in agri¬ 
culture, the answer to the above question 
becomes evident. The relevant flgures 
are .54, .49. 26 and .54 for the periods 
jJ972-73 to 1977-78,1977-78 to 1983,1983 

1987-88 and 1987-88 to 1993-94 respec¬ 
tively. There is absolutely no reason to 
believe that there are forces at work within 
India's agricultural sector which could have 
led to an improvement in the last period in 
either labour absorption per unit of output 
or labour absorption per unit of land. If 
anything, and by almost all accounts, forces 
in operation are exerting a pressure in the 
opposite direction, as I have discussed in 
dtiail elsewhere [Jha 1997]. Then how do 
we interpret the figure for the last period? 
The only possible conclusion is that the 
increase in employment growth rate in the 
agricultural sector during NEP is spurious 
and it only strengthens the 'residual sector' 
charactcrof this sector. Supportive evidence 
vkjar such a view comes from several other 
quarters, for instance, as reported above, 
even though usual statusemployment growth 
in rural areas has gone up during 1988-94. 
daily employment rate showed a decline 
during the same peiiod (Dev 1997] which 
means that underemployment has increased 
during this period. Similarlyanothersuitabie 
devdopmenton the employment front during 
this period lends further credence to this 
view. The rural workforce structure had 
more or less remained unchanged for the 
first two-and-a-hair decades after 
independetM, and subsequently it started 
shifting in terms of non-agriculture. As per 
the NSS estimates, the share of the non- 
agricullural sector in rural workforce 
increased from 14.4 per cent in 1972-73 to 
21.8 per cent in 1987-88 and it reached the 
high-level ever in 1989-90, as may be seen 
from Table 3, after which this trend suffers 
a reversal. It may also be noted that in rural 
^areas as per the 1991 Census, there was a» 
Absolute decline in the household industry 
workforce for the first time since India gained 
independence. Thuswhatwehavewitnesscd 


during NEP is clearly a case of structural 
retrogression. 

There are some obvious implications of 
the developments on the employment front 
in the rural areas for the agricultural labourers. 
Contraction in the rural non-farm activity 
means a shrinkage in whatever employment 
opportunities had opened up in this sector 
for members belonging toagricultural labour 
households, thus having a depressive effect 
on their incomes. Italsomeansthat whatever 
wage-effect the expansion of non-agricultural 
sector had for the agricultural sector, that too 
comes under pressure. In short, there is 
nothing rosy about the implications of various 
developments on the employment front for 
the agricultural labourers during the era of 
economic reforms in the 1990s. 

It is not a mere coincidence that the timing 
of these reversals in the trends in share of 
workforce engaged in rural non-farm sector, 
real wage rates in agriculture, and rural 
poverty ratios' match each other. As it hap¬ 
pens, the macro-economic contraction (e g, 
lower public expenditure) and a reduction 
in the developmental role of the state are 
central to the NEP. A number of careful 
stati.stical analyses [Sen and Ghosh 1993; 
Sen 1996; Bhalla 1997] have shown that the 
reduction in the public expenditure during 
the era of structural adjustment led to a 
decline in rural non-faimcmployment which 
is also linked to the above noted trends in 
real wage rates in agriculture and poverty 
ratios. 

There are a number of processes unleashed 
in the Indian economy —ring the period of 


Tabu I. Annual Percentage Change in Real Wages for Unskilled 
Acrkultural Labour ior Selected States. 

(Percentage Change fur Agricultural Year (July to June) over previous year) 


State 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

Andhra Pradesh 

- 11.40 

+1.57 

+8.60 

+2.71 

-1.35 

Assam 

-8.73 

+0..58 

-6..58 

-1.73 

+2.26 

Bihar 

- 4..39 

-5.00 

+5.98 

+2.71 

-336 

Gujarat 

-4.31 

+7.92 

+2.86 

+0.31 

-7.15 

Karnataka 

-13.25 

-14.39 

+41.31 

-11.61 

-12.67 

Kerala 

■P4.07 

+9.74 

-2.84 

+3.07 

+ 18.56 

Madhya Pradesh 

-3.89 

+12.57 

-3..53 

+1.49 

+4.81 

Maharashtra 

-14.79 

+0.66 

+25.58 

-1.16 

-10.08 

Oriissa 

-3.69 

+11.03 

-0.14 

-3.52 

-0.39 

Punjab 

•F3.6S 

+4.25 

+1.51 

-1.85 

-4.46 

Rajasthan 

■F6.I2 

-3.56 

-7.66 

+1.05 

+16.36 

Tamil Nadu 

-4.85 

+13.29 

+11.60 

+1.03 

+3.73 

Uttar Pradesh 

+1.02 

+7.56 

-6.77 

-2.25 

+11.03 

West Bengal 

-6.25 

+24.39 

-6.50 

-5.24 

-8.29 

All India 

-6.19 

+5.21 

+5.61 

-0.50 

-0.69 


Source: Ectmimic Surfty 1996-97. Page 186. 


Table 3: Sectoral Distribution of the Rural Workforcf during 1980s and 1990s. 
(NSS Usual Principie and Subsidiary Status Workers) 


Year 

1983 

1987-88 

1989-90 

1990-91 

1992 

1993-94 

Sector 

Agriculture 

81.2 

78.2 

75.1 

75.5 

79.4 

78.4 

Non-agriculture 

18.8 

21.8 

24.9 

24.5 

20.6 

21.6 


Scime: Bhalla (1997). 


NEP, some of which being directly correlated 
with the government’s drive to cut (he public 
expenditure, which have put pressure on the 
meagre earning and employment oppor¬ 
tunities available to the agricultural labourers. 
The case of the government's subsidy 
management is well known. Theissue prices 
of foodgrains from the public distribution 
system (PDS) were almost doubled between 
1991 and 1995 in an effort to contain food 
subsidies which resulted in a sharp and 
sustained decline in the off-take of focxl- 
grains from the PDS; in ca.se of wheat the 
off-take declined from 8.83 million 
tonnes in 1991-92 to 3.67 million tonnes in 

1995- 96 and in case of rice the respective 
flgures are 10.17 and 6.92 million tonnes. 
The provisional off-take fibres for 1996-97. 
reported by the latest Economic Survey, are 
6.01 and 8.28 forwheatand rice respectively. 
The reported rise in off-take flgures for 

1996- 97 has little to do with any change in 
government’s subsidy-management strategy. 
It is mainly a consequence of the fact that 
the open market cereal prices have run away 
at a faster pace in the last year (the rise being 


Table 2: Employment Growth Rates 
(Pfrsons. NS.S Usual Principal and 
Subsidiary Status Basis) 


Time 

Period 

1972-73 
to ’ 
1977-78 

1977-78 

to 

1983 

1983 

to 

1987-88 

1987-88 

to 

1993-94 

Rural 

2.52 

t.74 

1.17 

2.27 

Urban 

4.31 

4.36 

2.97 

3.51 

Total 

2.82 

2.22 

1.53 

2.53 


Sourte: Bhalla (1997). 
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18.8 per cent over tlje pievious year), thus 
widening the gap between the open market 
prices and the PDS prices, which has resulted 
in some recovery in off-take from the PDS. 
As was set out in 1996 Economic Survey, 
the sharper increase in food prices, compared 
to the general rate of inflation, is very much 
part of NEP, and is aimed at reducing the 
protection given to manufacturing sector 
and improving the terms of trade of 
agriculture by liberalising agricultural trade, 
thus helping to increase agricultural output 
and exports. However what has happened 
is a deceleration in the rate of growth of 
agricultural output though there has been 
some increase in agricultural exports. 
Basically those who argue that simply getting 
the prices right, while cutting down on input 
subsidies and public investment, will boo.st 
agricultural output have got it all wrong and 
are clearly innocent of any understanding 
about the sources of gniwth in our agricultural 
sector. The thrust towards agri -exports during 
the NEP has mainly led to a reduction in the 
area under ail cereals, coarse grains and 
pulses while increasing the area under 
oilseeds, as may be seen from Table 4. 

It may also be noted that the average 
annual growth ratein total foodgrains dui ing 
1990-91 and 1995-96 has only been 1.06 per 
cent, which is well below the population 
growth rate, resulting in falling per capita 
production and availability of fucxlgrains. 
The consequences of such developments for 
vulnerable sections like agricultural labourers 
are obvious enough. Since that the pcrcapita 
food availability in the country falls well 
short of the amount required forthe minimum 
calorie norm, the agricultural strategy during 
the NEP has essentially contributed to the 
worsening of whatever food-security the 
labourers and other vulnerable sections have 
had [Patnaik 1996). 

In sum. all the indicators relating to the 
well-being of agricultural labourers indicate 
that the NEP has only worsened their plight. 

I may also note here that in my field .studies 
in some villages of Pumea distnet in Bihar, 
where I have been doing field studies for a 
while, real wages for agricultural labourers 
have declined by 15 to 25 per cent in the 

Table 4:Area uniier the Foodgrains 
AND Oilseeds 

(ra ha) 


All Coarse Pulses Oilseeds 
cereals grains 


1990-91 

103.2 

.36. t 

24.7 

24 1 

1991-92 

99.3 

3.3.3 

22.5 

25.9 

1992-93 

100.8 

.34 4 

22.4 

25.3 

1993-94 

100.5 

32 9 

22.2 

26.9 

1994-95 

100.7 

.32.2 

23.0 

25.3 

199.5-96 

99.5 

31.5 

2.3.9 

26.3 

per cent change 





between 1990- 

91 




1995-96 and 

-3.5 

-13.20 

-.3.24 

9.12 


Source: Economic Survey 1995-96, 1996-97. 


last six years since 1991. Obviously a devil 
take the hindmost attitude fits in well with 
the so-called reform-strategy of the relentless 
marketeers. 
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ON May Day 1997, Subcommandantc 
Marcos of the Zapatista Army of National 
Liberal ion (EZLN) dispatched a communique 
to the Mexican and international press, lite 
note came a week after the state terrorist 
action in Peru wherein the (JS-trained 
commandos of the Fujimori dictatorship 
assassinated at least I dguemllas of thcTupuc 
Amaru Revolutionary Movement (MRTA). 
The MRTA's ‘F.dgar .Sanche/' unit entered 
thciapanc.se Embassy on December 17.1996 
and held host.agcs in exchange for its 
impri.soiled comrades. MRTA’ s Nestor Cerpa 
Cartulini noted that his group operates "within 
a stnet framework of respect for the civilian 
population" (Communique No 3, December 
28,1996). Suchstatementsarenotr/engKCMr 
in Peru. MRTA tried to negotiate with the 
government and it clarified its intention not 
to murder the embassy prisoners. (This was 
reiterated in a .statement by Norma Vclazco 
of the MRTA in Junge Welt, April 24,1997.) 
Marcos, from Chiapas in Mexico, made a 
correct as.scssmenl of the events; “For months 
the Peruvian government pretended to 
negotiate in order to find a peaceful sol ution. 
In reality, it only searched for the precise 
moment to strike. That is how they are. the 
power and its neo-liberal governments, they 
pretend to dialogue and negotiate, when in 
reality they only seek the opportunity to exert 
their violence. This new tragic epis,)de for 
Latin America is an international blow to the 
path of dialogue and negotiation as a viable 
means of resolving conflicts”. On April 22, 
1997, the Peruvian dictatorship showed its 
bloody hand and the US and Japan smiled 
to see the 'teiTorists' dead. 

The crisis in Peru requires some analysis, 
e.Hpccially since the international media shows 
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no interest in the conjuncture which makes 
the insurgency in Peru inevitable. Since the 
19th century, Yanqui imperialism has created 
havoc in the Southern Cone which the US 
consistently tried to make into its supplier 
of raw materials and its purchaser of finished 
goods. Armed actions to install Hugo Banzer 
in Bolivia (197!) and Augusto Pinochet in 
Chile (1973) ended a dynamic of Castrolst 
political movements and gave the IMF a free 
hand in the continent. In 1977, IMFunda- 
mentalism debuted in Peru and was welcomed 
by a general strike/‘IMF riot’ on May 24. 
1978. General Juan Velasco’s military 
dictatorship invited a Citibank-led co^ 
sortium to offer Peruvian natural resource 
for sale (notably oil, but also copper) on the 
open market. The IMF renegotiated Peru's 
debt .so that dunng 1984-89 the country saw 
a net outflow of $ 5 bn in debt service. ‘The 
monetarists are in the saddle," TheEcemomist 
reported, “and the riot police ore standing 
by’’ (May 20, 1978). inflation, a principal 
indicator for monetarists, was beyond control: 
31.9 percent (1970s), 665.9 percent (1988), 
3400 per cent (1989), 8000 jier cent (1990). 
in 1990, Alberto Fujimori came to power 
and initiated ‘Fujishock’. which is the 
Peruvian vanant of the neo-liberal IMF 
policies: encourage imperialist corporations 
to invest in the state, deregulate the national 
industries and protected sectors, ctmvert land- 
use from food crops to cash crops, freeze 
wages and defeat labour unions. In 1991. 
the production of crucial items dropped: rice 
(15 per cent), maize (27.S per cent), cotton 
(22.4 per cent) and potatoes (25 per cenw 
Peru entered a stage of desgobierm , 
(ungovcmmentality), which led to Fiijimori 's 
aulo-golpe (self-coup) on April 5.1992. The 


Terror as Usual in Peru 
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The crisis in Peru, highlighted by the recent state terrorist action in 
which US-trained commandos of the Fujimori dictatorship 
assassinated at least 14 guerrillas of the Tupac Amaru Revolutionary 
Movement, requires some analysis, especially since the international 
media shows no interest in the conjuncture which makes the 
insurgency inevitable. 
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economy’s survival is predicated upon 
rapacious investments from the US and Japan 
as well as from narco-dollars reaped from 
cocaine production. 

The economic crisis produced a condition 
of chronic insutsency, wherein the state raised 
ia<^or to an everyday condition; assistance 
for this high level of terror in a situation of 
economic bankruptcy came from the US 
through its putative narco-insurgency 
campaignintheSouthernCone. US routinely 
offers physical plant and ‘advisors’ to the 
state forces in Peru to destroy the guerrilla 
bases in the Ayacucho regions (a stronghold 
of the Maoists). Political dissent in Peru is 
met by the state with a tonic of force and 
incarceration. Fujimori himself calls his 
jails ‘grave prisons’ and he confirms that in 
Peru’s cells the political pri.soners “will rot 
and will only get out dead”. On June 18- 
19,1986, the Peruvian military aerial bombed 
the El Front' n pri.son and murdered prisoners 
of the Communist Party of Peru (Sendero 
Lumino.su or Shining Path) in the prisons 
of Lurigancho and Callao. A few years ago. 

MRTA prisoners dug a 330 metre tunnel 
from the Canto Grande maximum security 
prison to engineer a daring escape. The 
MRTA entered the recent hostage crisis to 
seek the releuseof political prisoners currently 
being tortured by the Fujimori regime. The 
violent tactics of the Marxist rebels should 
be seen in the context of a collapsed civil 
society and an impossibility for the Left to 
funetton without severe reprc.ssion. The 
MRTA argued quite correctly that the 
“structural problems that originated the 
political violence in Peru” came from state 
actions (Communique No 2, December 20, 
1996). Behind the Peruvian regime stands 
both the School of the Americas at Fort 
Benning, Georgia (where the thugs of the 
^outhern Cone receive their schooling) and 
*hc CIA (whose advisors manage the activi¬ 
ties of these thugs). Shortly after the army 
attack on the MRTA. US secrctaty of state 
Madeleine Albright sent a letter to Fuitmori 
to applaud the armed action. The only rea.son 
the US is able to champion assassination (in 
violation of Gerald Ford's Executive Order 
No 11905) is because “the clandestine, low 
visibility orovert use of military force against 
legitimate targets, where such individuals or 
groups pose an immediate threat to U3 
citizens or the national serunty of the US, 
as determined by competent authority, does 
not constitute assassination” (W Hay Park. 
The Army Lawyer, 1989). Crucial adjectives 
inthissentencc(‘legitimate’ and ‘competent’) 
leave the text open to myriad uses. The 
incontrovertible fact about this statement is 
that it purports to subordinate the sovereign 
rights of other regions to the ‘national 
security’ of the US (and. therefore, acts in 
the same manner as the Helms-Burton Bill 
against Cuba) and the D’Amato-Kennedy 
Bill (against Libya-Iran), both adjudged 
inappropriateby the 96th inter-Parliamenlary 


Conference in Beijing in September 1996. 
The principal violator of human rights in the 
Southern Cone, without a doubt, is the US 
alongside its comprador elements who work 
for the security of capital over the rights of 
. working people (in both the Americas). To 
say the ‘security of capital' is not to speak 
loosely, for the US government is clear in 
its partisan dealings on behalf of W R Grace’s 
textile, sugar, chemical, paper, fishmeal and 
mineral extraction holdings in Peru. Recently, 
Grace began its Commitment to Care 
campaign (who.se banal .slogan the company 
copyrighted), hut its actions show that it 
principally cares for its profits and not for 
the well-being of the world. 

The analysis until now does not jujitify the 
level of violence in Peru visited by the 
Maoists. I have only tried to indicate the 
context within which u considerable seg¬ 
ment of the Left turned to the tactic of 
violence. Some points need to be made on 
this score. First, the Shining Path and 
MRTA do not subscribe to the coup d’etat 
model of revolution. They follow Castroism, 
in that they believe in winning the masses 
over to the movement prior to a seizure of 
power(the opposite of Blanquism). .Second, 
on strategy, the two movements recognise 
the dissolution of civil society and the 
immense state reprc.ssion which makes 
working class politics very difficult. Third, 
again on strategy, they understand the 
ccntralityofthecounirysidcand.in particular, 
the ignored Amerindian population. Like 
Gonzalez Prada (1844-1918), they recognise 
that “the Indian will be redeemed by his own 
efforts, not by the humanising by his 
oppressor”. Therefore, the MRTA takes its 
name from Tupac Amam who, in 1781, came 
on his white horse into Cuzco to liberate the 
AmcrindiansfromtheSpanish conquistadors. 
Fourth, the principal dilTercnce between 
MRTA and Sendero anses on the level of 
tactics and ethics. Sendero, MRTA argues, 
is a “dogmatic, sectarian movement” which 
aims to “impose (it.<-l direction on the people” 
by its “cruelty” and its “Pol Pot concept of 
life” {Barricmki International, January 19, 
1991). MRTA. Sendero argues, acts “more 
and more at the service of social imperialism 
and its contention with Yankee imperialism 
for world hegemony,” which is to say, that 
MRTA is “countciTcvolutionary” (ElDiario, 
July 1988). Tactically, then, these two 
movements arc divided. Sendero believes 
that it cannot negotiate on the meagre 
terrain of civil society, while the MRTA 
has consistently tried to rebuild civil 
society (ir. the same manner as the EZLN). 
MRTA noted that “we have always been 
open to dialogue, with the organisations 
of the people, w^th the rest of civil society, 
with journalists, even with police and sol¬ 
diers, who, while licing of the people and 
receiving miserable salaries, defend a cor¬ 
rupt government that enriches itself more 
and more while it condemns the people to 


hunger” (Communique No6, January 1997). 
Sendero’s anti-democratic line regarding the 
spectrum of the Left is a major cause of 
concern. MRTA’s attempt to rebuild civil 
society wins it some measure of support from 
the people who. represented by a soft-drink 
seller Mercedes Gutierrez, visited the grave 
of Nestor C^rpa and declared that “this person 
fought for the poor”. 

Norma Velazco of the MRTA noted that 
the April events in Lima are “a serious defeat 
for the MRTA; neither the movement nor 
the Peruvian people have gained anything 
from this”. Nevertheless, she noted, “it is not 
over yet. We lost the battle, but the struggle 
continues” (Junge Welt, April 24, 1997). 
Fujimori, after the action.enteredtheJapanese 
Emhas.sy and po.sed like Tarzan over a kill 
after which he retired to an exclusive 
restaurant in the San Isidrodiplomaticdistrict 
to celebrate over champagne. The message 
to the world is clear: “there is no basis for 
dialogue with the Fujimori regime” (Junge 
Welt, April 24, 1997). Without any hope 
of dialogue, it appears inevitable that the 
armed struggle will continue. Armed struggle, 
in any context, has the tendency to militarise 
the political movement and to raise military 
cxp^iency above proletarian ethics. There 
are two principles enunciated by Mao which 
bear repetition (since they are forgotten by 
many Maoists): first, that “the Party 
commands the gun, and the gun must never 
be allowed to command the Patty” (‘Problems 
of War and Strategy’, November 6, 1938) 
and second, “communists must use the/ 
democratic method of persuasion and 
education when working among the labouring 
people and must on no account re.soit to 
commandism or coercion” (‘On the Correct 
Handling of Contradictions Among the 
People’, February 27,1957). The gun is an 
instrument of struggle, not itself the focus 
of struggle. The main task (as enunciated 
by the EZLN, the MRTA and the communist 
parties of the Southern Cone) is to reorganise 
civil scKiety and to smash the tradition of 
dictatorism. this has happened in Brazil. 
Uruguay and elsewhere. 'Fhese new regimes 
(in Brazil, led by the founder ofDepen'Iency 
Theory, F H Cardoso) have fallen into the 
jaws of the IMF, but they are constantly 
feeling popular pressure to end Yanqui 
imperialism. The victory over dictatorships 
in these slates is an advance and it must be 
built upon. The conjuncture calls for the 
crafting of wide solidarities and not for 
sectarianism. Nevertheless, these solidarities 
must not mean that the Left use its popular 
prestige to do the dirty work of the liberals. 

In the Southern Cone, this dilemma sits high 
on the agenda as the various communist and 
marxist parties attempt to struggle against 
the tendency towards putschism/armed 
action and dissolution into liberalism. One 
can only hope that the dilemma leads to 
creative solutions and not to the combustion 
of the Left. < 
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ON THIS AIRCRAFT, YOU ARE PASSENGER. AND PILOT. 



The responsibility of taking care of our planet 
lies on our very own shoulders. 

Treat it irresponsibly and you’ll drive it 
to destruction. 

Ry it with care and you’ll reach a safe and 
beautiful future. 

Here’s wishing you good flying! 
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PERSPECTIVES 


Economic Incentives for Biodiversity 
JQJll They Work in Developing Countries? 

Manab Chakraborty 

The limitations of the command-and-control approach in 
environmental management have encouraged experimentation with 
market-based instruments in OECD countries. How relevant is this 
experience to developing countries? 


POSITIVE reviews of economic instruments 
for environmental quality management 
emanating from OECD countries have 
extolled its many advantages over traditional 
command and control approaches [OECD 
1991, 1994; Commonwealth of Australia 
1985]. Economic incentives, and other 
market-friendly in.struments are compatible 
with the prevalent free market ideologies: 
^fNllatisation of public assets, trade 
liberalisation, greater decentralisation in 
economic decision-making and enhanced 
role lor the private sector. The developing 
countries which arc experiencing structural 
adjustment and integration into global 
markets, are often exhorted to adopt market- 
based instruments toimprovc economic well¬ 
being. Environmental management is no 
exception to this general prescription. The 
importance of incentive measures is 
underlined in article 11 of the convention 
on biological diversity (CBD) “contracting 
parties shall adopt economically and socially 
sound measures that act as incentives forthe 
conservation and sustainable use of 
components of biological diversity". The 
&iltet||fcrcnce of the parties to the CBD has 
included economic incentives for disctission 
in its fifth meeting expected to be held in 
1997. 

This article examines the validity of 
extending OECD experiences in economic 
incentives for con.scrvation and sustainable 
use of biodiversity to developing countries. 
After pointing out limitations of economic 
incentives as applied in developed countries, 
it suggests ways to design effective incentives 
for developing countries. 

Rationale for Economic Incentives in 
Developed Economies 

Economic theory suggests that biodiversity 
loss is due to a combination of institutional, 
market and policy failures resulting in under- 
pricing of natural resources and environ¬ 
mental assets, which in turn translates into 
l^^^n underpricing of biodiversity embodied in 
y^ds and services. Institutional failures such 
fnbsence of secure property rights, market 
foilures such as environmental externalities. 


and policy failures such as distortionary 
subsidies, dnve a wedge between the private 
and social costs of production and 
consumption activities (Panyotou 1994:4]. 
A consequence of this is distorted signals 
about the true scarcity of resources depleted 
by consumers and suppliers or the cost of 
environmental damage. This leads to over¬ 
consumption of natural resources and due 
to low prices, under-conservation and under¬ 
investment of the very habitats nursing 
biodiversity. Thus, the emerging pattern of 
economic growth and structure of the 
economy is one that is damaging to its own 
resource bitse and ultimately self-destroying. 

Economic incentives is a form of gover¬ 
nment intervention to reduce institutional, 
market and policy failures. Biodiversity 
goods and services are endowed with certain 
characteristics that the preferences of all 
individuals affected by the loss of bio¬ 
diversity arc not reflecied in the market 
place. Firiit, the provision of goods and 
services affect third paities through the 
phenomenon ofexternal effects. These third 
parties such as conservation groups may not 
be within the national boundaries where the 
provision is being made but consider 
tlioinsclves affected. Second, the public 
goods nature of biodiversity characterised 
by open access and non-excludability imply 
that the negative externalities are not 
internalised by the resource users. Third, 
markets for biodiversity goods and services 
arc often missing. Governments may 
intervene to clarify property rights in its 
drive to establish markets. Fourth, most 
societies, based on moral persuasions, 
moderate distribution and equity impacts 
arising from market transactions. Fifth, 
significant knowledge gaps may exist 
between the government and consumers. In 
developing countries, scientific knowledge 
is often restricted to elite government 
establishments. Governments may feel 
obliged to unilaterally intervene to take 
preventive measures for the conservation of 
biodiversity. In sum. economic instruments 
arc therefore advanced in order to maintain 
public goods, to internalise external costs. 


to provide information enabling informed 
choices to be made, to create or clarify 
property rights which might be otherwise 
ill-defined, and to influence the distribution 
of income. 

Economic incentives are those 
"instruments that affect cosLs and benefits 
of alternative action open to economic agents, 
with the effect of influencing behaviour in 
a way that is favourable to the environment. 
They typically involve either a financial 
transfer between polluters and the 
community (c g, various taxes and charges, 
financial a.ssistance, user charges for services, 
pnxluct taxes), or the actual creation of new 
markets (for example marketable permits) 
[OECD 1991]. The instruments are used 
singularly or in combination with others. 
The numerous economic incentives 
established in OECD countries have four 
major functions (Nentjes 1989:5]; 

a) raising revenue to finance environmental 
expenditures: 

b) financial contribution to decrease 
pollution abatement cost of firms: 

c) regulate pollution abatement efforts by: 

i) complementing direct regulation to 
increase cfticiency; 

ii) complementing direct regulation to 
increase effectiveness; 

iii) as a substitute when direct regulation is 
not feasible or deemed inappropriate; 

d) compensating victims of environmental 
damage. 

Economic incentive is applied for more 
than one reasons. Water pollution charges 
(Germany, France) have been established 
with pnmary aim to collect the finance for 
public environmental expenditures. There 
arc also examples of pollution charges have 
been used in combination with subsidies to 
supplement investment in pollution control 
by private firms. A 1988 su'^vey of OECD 
member countries showed that 153 economic 
insimmcnts were in use (OECD 1989]. The 
survey found that (a) while economic 
•n.struments have worthwhile benefits in 
generating additional revenue to address 
environmental problems, they have been 
.substantially less successful in altering 
behaviour; and (b) in almost no instances 
have economic instruments thus far replaced 
regulations. Tax rates in OECD have nut 
been set sufficiently high to decisively 
influence market behaviour towards desired 
environmental objectives, rather they were 
designed to be fiscally neutral, i e, any 
revenues raised by government were offset 
by reductions in other taxes.' 

The primary argument for economic 
instruments is production efficiency, i e, 
they achieve the desired level of effluent 
reduction at the lowest cost. Empirical studies 
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in developed countries have established that 
firms faced with pollution chai:ges opt for 
best available technology with a view to 
keep compliance cost to the minimum. 
Simulation studies (Tietenherg 1992] in 
which direct regulation and application of 
economic instruments have been compared 
showed that the total costs of achieving a 
given reduction in total emissions could be 
reduced by 10 to 90 per cent compared to 
the present costs of direct regulation. 

Though economic instrument scores well 
on efficiency grounds, the results are less 
certain when assessed against the criteria of 
effectiveness in realising policy goals, 
feasibility of application without radical 
changes within the existing administrative 
framework and mindsets and equity or 
fairness of distribution of costs and benefits 
among social groups in a politically 
acceptable manner fNcntjes 1993; Smith 
1994:3]. Some authors have argued that 
flexibility in decision-making at firm level 
encourages innovation while partial 
monetary compensation for compliance 
induce co-operati ve behaviour i n negotiation 
with environmental authorities (Table I). 
MBls provide continuous, self-regulating 
and effective control built into the economic 
system. Fiscal measures by modifying price 
signals have an impact over full range of 
activity rather than the more limited focus 
of direct controls. Direct controls (regulations 
and standards), which rely on the risk of 
discovery and pain of prosecution, turn 
enforcement less popular and 
administratively cumbersome. 

Moreover, the experience with economic 
iii.stiuinents are largely confined to developed 
economics which pnmarily used them for 
generating government revenues and not for 
pursuing sustainable development. These 
economic instruments were developed after 
the industrialised countries achieved high 
levels of economic advancement. I n contrast 
developing countries are at early stages of 
industrial transition characterised by 
underdeveloped markets, poor infrastructure, 
(mass) poverty and limited knowledge on 
the use of economic incentives. In order to 
be acceptable, these economic instruments. 

Table I: Strenuths and Weaknesses of 
Economic Instruments as a Complement 
OF Direct RfxiUlation 

Effectiveness 

Innovation incentive + 

Co-operation + 

Efficiency + 

Feasibility 

infomiation needed 0/- 

Cosls of measurement and inspection 0 
Other administrative costs 
Distribution 

Source. I Klink, 1 Krozer, A Nenijes, Techno- 
logischr MMikkeling dofir markteon- 
form miliebeled, NOTA. Delft 1989 
(mimeo) quoted in Nenijes (1993). 


have to contribute to environmental qudity 
management without impinging on economic 
growth. These instruments also must work 
well with traditional resource management 
institutions such as communal property rights 
and cultural values. These two requirements, 
i e, compatibility with economic growth and 
traditional institutions will be desiderata of 
success of economic instruments in 
developing countries. 

The advocates of economic instruments 
point to the many advantages incentives 
may have over command and control 
approaches in developing countries; (i) 
achievement of objectives at least cost; (ii) 
ease in enforcement; (iii) fewer opportunities 
for rent-seeking than do regulations; and 
finally, (iv) generation of extra revenue for 
the state effected by new charges and cost 
savings on slim-down bureaucracy 
(Fanyotou 1994]. Though these hypotheses 
may be intuitively correct, little empirical 
evidence^ is available to test them. Empirical 
evidence on use of economic incentives in 
developing countries are scarce [UNEP 1995; 
Arntzen 1992]. Economic incentives for 
conserving scarce water resources and 
investment in watersheds are in practice, e 
g. Irrigation and National Park System in 
Sulawesi, Indonesia. Transferable forest 
conservation tax credit is in operation in 
Costa Rica. Under this scheme, farmers who 
keep their land under forests, receive tax 
credits which can be sold to wealthy 
taxpayers with taxes to offset. Franchise 
agreements by which forest lands have been 
set aside for cither research and product 
development (such as between pharma¬ 
ceutical companies and national authorities, 
viz, INBIO-Merck in Costa Rica) or for 
conservation under debt-for-Nature swaps 


have provided incoitives to enviitmmeiital 
management [Pearce and Moran 1994], 
Further empirical research in developing 
countries is needed to shed li^t on how 
incentive structure might best work and under 
what kind of institutioiud requirements.^ 
Such research could help inform debates 
within national level as well as in different 
fora of the Convention on Biological 
Diversity. 

Design of Economic Incentives 

Following Meister (1995:66) five neces¬ 
sary conditions for introducing economic 
instruments for environmental management 
are shown in Table 2. These problems are 
of general nature, common to both develo¬ 
ping and developed countries. The key dif¬ 
ference, however, is the degree to which 
these problems manifest in developing 
countries. 

As indicated earlier, the design and appli¬ 
cation of economic instruments have to t^e 
care of the characteristic of the biological 
resource in question, need for econoiu 
growth, soci^ acceptability and admi^^ 
native convenience. We propose five basic 
principles which may guide the design and 
formulation of economic incentives in deve¬ 
loping countries. These are: 

(a) the precautionary principle; 

(b) the cost internalisation principle; 

(c) the decentralisation principle, i e, placing 

programme responsibilities at the local tevel; 

(d) the economic efficiency/cost effective¬ 
ness principle; 

(c) administrative efficiency, i e, enforce¬ 
ability. 

Precautionary principle: The guiding 
principle informing conservation must be to 
err on the side of caution where scientific 


Table 2: Necessary Conditions for the Introduttion of Economic Instruments 




Condition 


Characteristics 


Problems 


Knowledge -Primary and Secondary objective 
of the measure 

-How to formulate and Implement 
incentive programmes (regulatory 
agencies) 

-Consistent with other policy objectives 

Legal structure -Availability of responsive laws and 
dispute settlement mechanism 
-Enforceable property rights 
over resources 

- Clear liemarcation of institutional 
responsibilities 

Competitive -Large size of market 

markets -Price signals reflective of resource 

scarcity 

-minimal market distortions 
Administrative -Con be administered effectively 
consideration without requiring costly regulation 
and encouraging avoidance 
-Is simple and understandable to 'users' 
-Responsiveness of stakeholders 


Political 

feasibility 


-Will of decision makers 


.Scarcity o*' financial resources 

Inadequate technical and economic 
expertLse 

Lack of environmental, economic 
and social data 

-Overburdened judiciary, contr¬ 
adictory laws, weak monitoring and 
enforcement of existing environ- 
mcniai laws 


-Inefficient resource markets 
-Small size of markets 

-Excessive goverament controls 
-fossilised mindsets 


-Perverse distributional effects 
of policies 
-Public indifference 
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knowledge ii unceitain or where the conse¬ 
quence of the action might be catastrophic. 
The Global Biodiversity Assessment [UNEP 
I99S] suggest that given the uncertainty 
associated with future environmental effects 
o^illl^ng levels of use of biological 
rMoureHlMlrillpifKXential for overshooting 
ecological thresholds and the irreversibility 
of the effects of o verahooting, the best means 
of assuring the ecological sustainability of 
economic activities lies in the application of 
safe minimum standards of environmental 
access [UNEP 1993:903], This might imply 
where irreversibility is certain or species 
might be extinct, the best ecological course 
would be to cease economic utilisation. 
Regulation, informed by scientific 
consideration, therefore, would continue to 
play vital role in conservation and use of 
biodiversity. Economic instruments thus 
could complement but not substitute the role 
of regulation in biodiversity conservation. 

Cost internalisation principle: Inter- 
l^^isation is the incorporation of external 
milst and benefits in the decision-making 
calculus of producer and consumers, with 
the objective of eliminating the wedge 
between social and private costs. Instruments 
of internalisation include property rights, 
environmental taxes and charges, regulatory 
measures, technology standards, institution^ 
arrangements, education and dissemination 
of information, and voluntary codes of action 
by private enterprises [UNEP 1996:16], 
Short-run impacts could be minimised by 
gradual introduction and step-up to optimal 
rates allowingtime for adjustment. Unilateral 
cost intenuilisation affect national compe¬ 
titiveness. hence internationally co-ordinated 
approaches to international harmonisation 
^f environmental taxes is called for. 

Decentralisation principle: Placing 
responsibilities at the local level is consistent 
with good governance. Self-policing rather 
than reliance on government intervention, 
control and monitoring call for devolution 
of power at central level and empowering 
local authorities. Biodiversity conservation 
has a better chance where environmental 
benefits can be captured by local com¬ 
munities. Moreover, decisions arrived 
through participatory process involving 
policy-makers, farmer arid business associa¬ 
tions, NGOs and interest groups ease distri¬ 
bution of benefits and internalisation of costs 
arising from agreed actions. Moreover, 
harnessing of wisdom of local communities 
with scientiric knowledge could bring new 
solutions to old problems. 

Economic efficiency/cosi effectiveness 
principle: Devdoping countries have under¬ 
developed markets. An issue here is at what 
^stage economic instruments might be pre- 
flfeiied ovm- quantitative regulations. Taylor 
observes: “In terms of Weitzman’s model 
quantity regulations are appropriate when 


marginal benefits in reducing damages rise 
sharply but its marginal costs do not, 
relatively blunt quantitative controls may be 
more cost-effective than sophisticated ma^et 
manipulation, at least until decreasing returns 
to command-and-control efforts begin to 
kick in.” An importam dimension of effec¬ 
tiveness of economic instruments is time 
needed for reaching the goal. Where im¬ 
mediate effect is required, quantitative 
restrictions or administrative orders (such as 
ban in trade of endangered species) may be 
more cost effective in the short run in 
achieving desired goal. 

Administrative enforceability: Most 
adminisuutors are not familiar with economic 
instruments and might resist radical changes. 
Therefore, economic instruments have higher 
chance of acceptance wten they are adapted 
to local conditions, simple to operate, lend 
flexibility, financial support and increased 
efficiency to the existing regulatory regimes. 

The experience accumulated in the OECD 
countries are of limited value to developing 
countries. The developing countries have to 
develop internalising the ci»ts of environ¬ 
mental protection at the same time promoting 
economic growth, social justice and 
alleviating poverty for the masses. The design 
of economic instruments assumed matured 
market conditions, high level of national 
incomes and availability of trained man¬ 
power. However, this is not to deny that 
economic incentives propeily design^ and 
adapted to local conditions, could be 
economically efficient and effective alter¬ 
native to command and control regimes for 
environmental management in developing 
countries. This is where the expenence of 
OECD countries could serve useful but only 
as the point of departure from where innova¬ 
tions and experimentation will guide the 
developing countries. 

Notes 

1 A govemment of Canada document observed 
“the experience accumulated so for in OECD 
countries is of limited value. In particular, 
studies show that the rates were too low to 
provide much of an incentive for improving 
environmental decision-making. Ind^, the 
main putpose of these charges has been to 
raise money for pollution abatement and 
control programmes”. Instruments for 
Environmental Protectim, Govemment of 
Canada, 1992. 

2 Significant reseaich is available on the disin¬ 
centive effect of economic instruments; inap¬ 
propriate forest revenue systems leading to 
defoicsiatioR in Philippines [Repetto 1988); 
lax shelters and credit breaks for cattle ranch¬ 
ing in Latin Amenca (Browder 1988; Bins- 
wanger 1989]; structural adjustment policies 
and environmentul degradation in Cote 
d’Ivoire, Mexico and Th^and (Reed 1992]. 

3 Thedifficuldesinwhatwayandhowfarmacro- 
econoroic policies and subsidy regimes impact 
on biodiversity is highlighted in Papua New 
Guinea biodiveisiiy country study. With regntd 
to subsidies, the n9C government has sup- 


poiied tree crop (coffee, cocoa, copra and oil 
palm) at considerable cost to national budgtt. 
Infonnadon on whether this policy led to forest 
cleating is simply not available. It seems likely 
widwut subsidies, new forest clearing would 
have been required for other crops depriving 
the soil and water retention functions of tree 
ciops (Sekhran and Miller (eds) 1994: 364]. 
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REVIEWS 


Models of Liberal Democracy 

Neera Chandhoke 

Waves of Democracy, Social Movements and Political Change by John 
Markoff; Thousand Oaks, Pine Forge Press, California, 1996; on 174, $ 17.95. 


THIS is obviously a textbook written by an 
American for American sociology students. 
It IS meant to enable students to broaden 
their vision and become less Americo- 
ccntric, by introducing them to comparative 
phenomenon and by giving them a 
transnational perspective. Textbooks are 
difficult to review, they arc careful, neat and 
unbearably systematic and systematised. 
They avoid grey areas in the concept, they 
avoid troublesome debates, they avoid 
probicmati.sing crucial issues. The focus of 
a textbook writer is, after all. to oftcr 
uncluttered categories with w-hich the student 
can make sense of the world, nr rather of 
the issueon offer. Since the main constituency 
is the student body, and since students 
contrary to theexpeclatioiis of many teachers 
arc not interested in learning how to ask 
questions - they would rather look tor 
answers - tcxtbwiks neaten the messy world 
of politics, and the untidy world of the .social 
sciences, littered as they arc by debates galore. 
By categorising, clarifymgandstniightening 
out this disorderly world, icxtbook writers 
bring order out of chaos. I pci sonally wonder 
if most students would rather not have a 
textbook writer as their teacher, a teacher 
who can answer every qut.slion. even those 
que.stions which may never be asked, 
rather than a teacher who in the manner 
ofRodin’sthinkercontcmplatcs the world 
in an endless search for knowledge This 
is a problem that teachers, including me, 
have to think out. 

The subject matter of the work under review 
is dcmtxrracy. And democracy as we all 
know is a concept, which not through 
contention, but through consensus, h.is 
become a bit of a problem concept. We are 
forced to acknowledge that in contemporary 
political practices, democracy has become 
something ot a hurrah word because such 
favourable connotations attach to the concept. 
And becau.se such favourable connotations 
attach to the concept, democracy has become 
a legitimising label in itself. It is due to 
precisely these legitimising and validating 
properties, that democracy has come to be 
adopted by many, often profoundly 
undemocratic regimes us the paramount 


means of.self-representation. Inother words. 
It ill practice needs to refer to no other 
principle antecedent or otherwise, to acquire 
the trappings of legitimacy. We just have to 
ponder on how the invocation of democracy 
has come to accommodate various purposes 
- from the basic democracy of Ayub Khan 
in Pakistan in the 1950s, to the partylcss 
democracy of J P Narayan, to the Asian 
democracy of Muluihir in Malaysia - to 
appreciate this point. 

Given this remarkable piopcnsity lo suit 
many needs and validate several platforms 
which have absolutely nothing in c ominon. 
ihe legitimising properties of democracy, 
have come to eclipse the normative 
significance of the concept. The normative 
meaning of democracy has indeed got 
mislaid in the sound .and fury of com|)ciing 
formulations. Therefore, any concept¬ 
ualisation of democracy as a desirable 
principle can never be an uncomplicated 
venture. The enormous ramit'ications of 
democracy makes it not only a complex, but 
a tluid concept. Tlic various implications of 
this concept need lo be sorted out. to find 
out which is the bona-fide universe, as 
opposed lo the make-believe world of 
democracy. 

Markoff has nicely captured the political 
dynamics ot Ihe concept, by seeing 
democracy as a principle of governance in 
tandem with democrdtic struggles. Using the 
lainous Kondratieff cycle theory in 
economics, he argues that democracy goes 
through cycles ot what he calls waves, in 
die 20th century, an anti-democratic wave 
lasted through the late |950.s to the 1960s 
into the mid-1970s. A democratic wave which 
began from the mid-1970s has lasted into 
the I990.S. During a democratic wave the 
organisation of government i.s altered 
sometimes by peaceful methods, sometimes 
by dramatic overthrows in ways which are 
widely held to he more democratic. These 
waves arc marked by deep discussions about 
democracy, social movements demand more 
democracy, and people in authority proclaim 
their credentials as democrats. During an 
anti-demoeratic wave, governments are 
transformed in anti-democratic directions. 


and social movements proclaim their hostili^ 
to democracy. A wave is defined by the fa 
that during a certain stretch of tinw. /aw 
the other trend dominates both debates ar 
organisation of government. 

In a brief historical survey of democrac 
the author identifies the 1780s as the yea 
in which democracy made an appearance i 
Belgium and Holland. The debates c 
dcmocmcy vs Aristocracy, weredebates ov 
two major forms of government and politic 
arrangements. It were political events in ll 
US and France, that stamped democracy / 
desirable and established its superiority ovi 
other forms. In the 18th century, howevc 
we would have found it difficult to identi 
democracy as we understand it today. As 
a'stricted concept, democracy referred ncith 
toelections.nortocompetitivcparly system 
nor to universal adult franchise, riray 
accountable government. These w" 
accepted features were put into place ; 
icferent points of political democracy on 
during a scries of long struggles in the 18^ 
and the 19th centuries. It was the 20th centui 
- punctuated by bouts of fascism - whit 
saw the emergence of democracy as a glob 
phenomenon. 

ITic 20th century saw the integration i 
the world through sophisticated means i 
eomiminicaiion, migrations, technolog' 
urbanisation, growth ot wealth. And this w: 
to have its own reverberations. In 1910 oni 
a few countries could claim to hedemocraii 
Fven in Europe, .Sweden still had a monarch 
Britain still had a powerful House of Loi^ 
France laid down lestriclions on the rig.w 
vole. In Belgium not only was the franchii 
restricted to men, some men’s votes countc 
more than the voles of others F.-anchisc w; 
rastricted in the US to white males. Only i 
Australia and New Zealand were whi' 
women given the right to vote in nation 
elections. Colonics could hardly experiem 
democracy. In Germany, Japan, Persi 
Russia and thcOttorrum Empire some fcatun 
of democracy were beginning to take shap 
Countries of Latin America which had gaiat 
independence in the early 19lh ccntuiy, we 
experimenting somewhat unsuccessful! 
with elections. 

By 1922. 22 countries could be calk 
democratic us hereditary institutions we 
deprived of power, and the franchise w. 
extended to women in some countries. Tl 
extension of franchise beyond gender ai 
property was a giR of the war. As dur^ 
the war, women and workers mobilised^ 
large numbers to participate in the war effo' 
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the idea of universal franchise took hold. It 
was only in the period fotiowing the second 
war, however, that we see the establishment 
of (temocracy. The US as the victorious 
iwer which made itself responsible for the 
of the world (my words not the author’s), 
installed democracy in western and central 
Europe, Japan and South Korea. As colonies 
became independent they adopted democratic 
constitutions, or were given democratic 
constitutions by thedepaiting imperial power. 
In Latin America we saw wavesof democracy 
in Argentina, Costa Rica and Brazil. Turkey 
established thecompetitiveelectoral system, 
and deitracracy was widened in France as 
women got the right to vote. The US gave 
political rights to native Americans, and 
Britain abandoned plural voting. The 
franchise was extended to women in central 
and east European countries. 

The post-war period saw the triumph of 
liberal democracy. A waveof optimism which 
companied the victory of the liberal 
'democratic model was, however, short-lived. 
It was fated to die out in the 1960s, when 
military dictatorships took over Latin 
America, Africa and west A.sia. Markoff 
sees the cold war between the US and the 
USSR as destructive of democracy. On the 
one hand military dictators terminated 
democracy in the name of fighting 
communism. On the other, in other countries 
socialist movements put an end to liberal 
democratic institutions. By the 1960$, anti¬ 
democratic rule and ideologies came to 
dominate the 'third world’ countries. In 
eastern Europe communism .seemed firmly 
rooted. Commentators witnessing these 
velopments, concluded that democracy 
'was specific to western countries. These 
self-congratulatory statements celebrated 
western culture as conducive to democracy. 
Democracy could not be imitated, it was 
culture specific. 

They had to eat their words, as the 1970s 
saw the return of democracy in Spain, 
Portugal, Greece, Brazil, Argentina, 
Uniguay. Paraguay and countries of central 
America. Then came 1989 and the victory 
of liberal democracy over communist regimes 
in eastern Europe. The subsequent emergence 
of South Africa as a majority ruled state was 
to complete the wave of democracy. 

Waves of democracy, argues Markoff, 
come about through the conjunction of 
multiple causes, social movements that 
challenge the status quo. regime change 
sponsored by elites, and the compound of 
movements and reforms. Movements are 
inspired by each other, and borrow from 
each other. There is. however, an abiding 
tension bet ween the aims of social mo vements 


which seek to enlarge the democratic arena 
to the disprivileged, and the attempts of the 
elites to hold on to power through cosmetic 
reforms. The 2()th century has seen an 
oscillation between democratic and anti¬ 
democratic currents on a global scale. Both 
elites and social movements have fought 
over the meaning of the concept, in the 
process the conceptitselfhasbeenexpanded. 
But thechallengcs to democracy remain, and 
they may well succeed. It is unclear whether 
new forms of collective action will 
democratise transnational structures of 
decisi(Hi-making,orwhetherdcmocracywill 
be emptied of all content. It depends on how 
forms of collective action expand the space 
that democracy affords them. 

Tliroughout the reading of this book, I 
was uneasy with the fact that Markoff 
sees the western liberal democratic model 
as the only module for democracy. 


THE history of women’s emancipation in 
India is intertwined with that of their 
education. The book under review analyses 
the genesis and growth of the educational 
movement for girls in the Tamil districts 
between 1870 and 1930. It reconstructs the 
institutional development of formal education 
for girls in the Madras Presidency and 
examines how the educational process came 
to be completely transformed in the colonial 
era, triggered by the western presence and 
also involving south Indians as dynamic 
participants from the beginning. There is an 
element of natural flow in the chronological 
sequences, with an analysis of the work of 
innumerable social reformers, both men and 
women. The author, who teaches south Asian 
History at Santa Clara Uni versity, California, 
has made extensive use of primary sources 
like the concerned depaitmental documents 
of the government. British Parliamentary 
Papers, private accounts, letters and 
unpublished diaries, reports of the various 
institutions and missionary records. 
Contemporary evidence such as novels, 
poems and essays has been used to make 
gainful assessments on the philosophical as 
well as the material content of the reforms. 
An important feature of the book is that it 
depends not only on statistical data for 
quantifying women's education, but also 


Certainly, his emphasis on the way 
institutions link up with wider social 
processes is interesting. It rescues 
democracy from being thought of as just 
a mode of governance. But to deny that 
there are other forms of democracy - 
socialist democracy, feminist democracy, 
environmental democracy, or local 
democracy which has emerged from the 
experience of India with panchayati raj - 
is to narrow the Held. He is also quiet on 
the critiques of liberal democracy that have 
emerged from the west, and which have 
gained addedcunency in a ‘post-communist’ 
world. It is true that students need to be 
given neat models to work with, but surely 
they should also be sensitised to 
alternatives. We await the next work by 
Markoff which will liberate him from 
excessive pre-occupation with formal models 
of liberal democracy. 


gives due credence to oral and musical 
traditions as well as vernacular writings on 
women’s lives. 

The first chapter on 'Philanthropy, 
Proselytisation and Public Policies’ traces 
the existence of traditional 'pyal' schools 
and 'chatrams’, which were based on reli¬ 
gious charities; in the 1840s there was an 
increase in the momentum of evangelical 
fervour of the missionaries in the Tamil 
districts. In spite of the government’s policy 
to give aid to the girls’ schools, progress in 
the education of girls between 1864 and 
1869 was very slow. The second chapter 
deals with the tentative beginnings in the 
setting up of schools from 1870 to 1880, as 
attempted by the missionaries and indivi¬ 
duals like Viresalingam Pantulu. The 
government through its grants tried to 
increase tlie funded schools, though iu impact 
was as yet minimal. What is interesting to 
note is that the 19th century educators 
pragmatically tried to teach girls by working 
aroundexisting social conditions, delineating 
their essentially domestic role, and thus 
sustaining patriarchal control. The author 
concludes that here lay the root cause of 
women’s unequal advance in education, 
shackled as they were in marital customs. 

Analysis of the system in operation in 
1881-1900 brings forth two interrelated 


Women’s Status and Education 

Malathi Ramanathan 

Getting Girls to School: Social Reform in the Tamil Districts, 1870-1930 by 
Sita Anantha Raman; Strcc, Calcutta, 1996; pp 298, Rs 37S. 
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points, namely, that private girls’ schools 
exceeded governmental schools and that the 
costs incurred by the treasury for the 
education of girls were considerably lower 
than those incurred for boys’ and general 
education. While there were newer private 
schools, girls were still being taught in 
pyal schools, though these were growing 
fewer in number through the century. The 
Hunter Commission was the first official 
attempt to assess the educational validity of 
non-formal sy.stcms. It suggested increasing 
provincial and local board outlays on female 
schools. In the 1890s there was as yet no 
semblance of gender equity in spending on 
education. 

Titled ‘Sumangali, Amangali and 
Nityasumangali’. the fourth chapter deals 
with i.ssues of upper caste women, their 
roles, realm and education. Knowledge of 
the scriptures and music and concomitant 
domestic virtues were the important 
qualifications expected of them. One 
important change in the last decades of the 
reforming century was the growing 
Puritanism among the victorianised Indians 
who derided the Nityasumangalis (temple 
dancers) as prostitutes. 'The western method 
based on literacy was in the ascendant and 
the indigenous approach rooted in an oral 
tradition was declining. On their part, the 
more gifted devadasis, specialising in music 
and dance, felt that there was little of value 
in the new schools, as they drew them away 
from professional pursuits. 

The Madras reform movement was 
primarily an intellectual ferment amongst 
the literate elite of the Sanskritiseo ca.stes 
who conceded the women ’ s theoretical right 
to education, particularly if its content was 
dictated by them. Their main concerns wete 
female education, infant marriages and the 
remarriage of widows. The author draws 
upon a plethora of amtemporaneousjoumals, 
novels and essays in Tamil and English to 
corroborate oral historical accounts which 
paint pictures of the life within the central 
courtyards of Tamil homes, nut available in 
official sources. The work done by innumer¬ 
able reformers and reform associations of all 
shades and colours is exhaustively dealt with. 
A fitting comment is made that the image 
championed by the male reformers of the 
‘silent' and meek woman was clearly a myth, 
as many of the women represented in early 
20th century journals and novels were 
loquacious and mettlesome. While for (he 
lucky few among them, the mood was one 
of pride and of a sense of destiny, for the 
others, amidst the obstacles of the gender 
roles, education was now within the realm 
of possibility. Another important feature. 


according to the author, was the intertwining 
of the Tamil literary and social movements, 
“like the variegat^ petals of a bud that 
unfolded in the 19th century to bloom in the 
next, feeding on the common soil of female 
and national discontent.” 

An interesting analysis of the ‘Sakti- 
Sarada-Sita syndrome’ is taken up in the 
fifth chapter. While the poet Subramaniya 
Bharati extolled the power of woman as 
Sakti, Annie Besant held Sita to be the role 
model for girl students, since Sitaepitomised 
the spirit of .self-sacrifice. For Nivedita, too, 
apart from education, self-denial was of great 
importance in the interests of the family, 
society and the country at large. 
Subbalakshmi, herself achild widow, named 
her first widows' home and women's union 
after Sarada, the goddess of knowledge. All 
ot them advised women not to lose sight of 
their domestic moorings in the journey of 
scif-discovery. Thus, in spite of the rising 
ferment against traditionalism, gender roles 
continued to be delineated on patriarchal 
lines. 

Some progress in education of girls was 
visible in different section's of the society. 
In 1903, at the instance of .Salem Anjuman- 
i-l$lamiah, the government opened a school 
for Muslim girls. But in general, Muslims 
clearly preferred to give their girls a traditional 
religious education at their home. Of great 
importance was the experiment of the 
Theosophical Society in setting up the 
Panchama Education Society to conduct 
education for the Paiichamagirls. Panchamas 
were usually tenant farmers belonging to ihe 
lowest caste. New learning methods had to 
be taught to those who traditionally lacked 
familiarity with textual material. 

Theearly three decades of the 20th century 
witnessed theopposition to fcmalecducation 
slowly receding. Womcn’sconferenccs were 
being held and there was a spurt not only 
in ihe number of girls’ schools but al.so in 
the attendance of girls in these schools. Sita 
Anantha Raman devotes the latter half of the 
fifth and the entire sixth chapter to tracing 
the growth of schools for girls through private, 
individual, institutional as well as 
gover. mental efforts in the different parts 
of the Madras Presidency. The rca.son for 
the larger number of indigenous schixils as 
compared to government schools in the first 
two decades, according to her, was t hat while 
earlier Indian philanthropists had wanted to 
counter the missionary impulse through the 
help of governmental grants which they saw 
as a .secular influence, now with increasing 
Hindu confidence, the “strong stipulations 
against religious bias in the government 
secular institutions appeared unwelcome 


particularly for girls.” Thus, came into 
existence many private modem schools in 
theTamii andTelugudistricts whichimpaited 
the basics of liberal Hinduism or Islam. The 
author concludes that “such schools, more 
widespread than is publicised, were effect^i 
in spreading literacy as they presented an 
academic programme that was relevant to 
the south Indians, who could not merely 
comprehend it but also felt elevated by the 
learning experience.” The increased number 
of schools was also a practical manifestation 
of a growing male acceptance of women’s 
education. 'Die pioneering role of women 
like Muthlakshmi Reddi, and of associations 
like the Women's India Association in the 
cause of devadasis and child widows and 
child mothers was prominent during this 
period. Thanks to the Elementary Education 
Act of 1920 and to the widespread use of 
the vernacular in girls’ schools, Madras 
Presidency had Ihe most girl pupils and had 
a higher rate of female enrolment growtls 
than either Bombay or Bengal between 19 ^ 
and 1927. 

Thus, during this period, the content and 
parameters of women’s education were 
redefined and both men and women in south 
India asserted their right to greater social 
participation and activity. The author rightly 
concludes that this was a revolutionary period 
in education when it changed from “a 
traditional, caste selective and frequently 
oral and non-formal learning system” to “a 
literate, .secular, democratic and largely 
formal” system. Though “the outmoded 
social morc.s” still persi.sted, “there was an 
overturning of the power structures within 
Tamil society”. Sita Anantha Raman has 
taken a huge canvas of events, movemenIJ* 
.and people of a fairly large area during a 
momentous period in Indian history; many 
of these arc i n themselves capable of creating 
other can vases for in-depth studies. The book 
succeeds in providing a panoramic view of 
the issues involved and within the given 
structure makes a detailed study of getting 
girls to school in the Tamil districts in the 
years 1870-1930. 
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Macro-Economic Policy and Income Distribution 

A Note 

Prabhat Patnaik 

The discussion of distributional considerations is not an issue separate from that of macro-economic policy 
measures. No discussion of such measures can possibly be carried out without regard to their distributional 
implications. 

The liberalisation-cum-structural adjustment package, the author argues, brings about four different kinds of 
distributional shifts: from workers to capitalists, from petty producers and small capitalists to targe capitalists, 
from domestic capitalists to foreign capitalists and - what has perhaps attracted the least attention - from 
entrepreneurs to rentiers or from producing interests to financial interests. 


ALL macro-economic policy measures have 
implications for income distribution in 
society. This is so in two ways: first, insofar 
as macro-economic policies affect the level 
fefif aggregate demand and thereby the level 
’of activity in the economy, and the effects 
of the expansion and contraction of activity 
arc unevenly di.stributed across different 
social groups, they entail changes in income 
distribution. Secondly, quite apart from the 
effects on income distribution through 
changes in the level of activity, the very 
modus operandi of macro-cconomic policy 
instruments entails changes in distribution; 
in other words if the economy is to move 
from one activity level to another this can 
be done through the use of al temali ve macro¬ 
economic policy instruments and the income 
distribution associated with the new level of 
activity would not be independent of the 
instruments used to achieve it. 

The first of these points needs little 
elaboration. If aggregate demand shrinks, 
because of, say, a libcrali.sation of imports 
financed by borrowing abroad, then there 
would be a reduction in the level of domestic 
activity (what is sometimes referred to as 
‘deindustrialisation’). But not all dome.stic 
producers will be equally affected: it is more 
likely that smaller producers will go under 
rather than the larger ones, in which case 
there would have been a change in income 
distribution against the workers and 
capitalists in the small sector together with 
a shrinking in the level of income. 

As regards the second point the argument 
is obvious in the case of fiscal policy. Any 
fiscal deficit which isinexccss of net fbreign 
. capital inflow must be covered by an 
equivalent excess of savings o veri n vestment 
in the domestic private sector. With private 
investment decisions in the short run being 
given and with the marginal propensity to 
I save being higherout of profit (and generally 
surplus) incomes compared to wage (and 


petty producers') incomes,' whether a given 
level of activity is maintained with a larger 
or smaller fiscal deficit would make a 
difference to the share of surplus incomes 
in the total. And likewise, with a given level 
of activity and a given level of fiscal deficit 
the distribution of the government revenue 
burden and of the government expenditure 
benefits will affect income distribution. 

The distributional implications of 
monetary policy appear more opaque at first 
sight, but arc no less real. Changes in the 
interest rate affect in the first instance the 
distribution ofincomc bet weenentreprenuurs 
and rentiers, and if the entrepreneurs 'pass 
on' a part of their higher burden (on account 
of the higher interest rate) through higher 
prices, then other social groups such as the 
workers are also affected. Petty producers 
arc likely to face a double squeeze: higher 
interest rates affect them directly: in addition 
they are squeezed by the higher prices charged 
by the larger producers on account of the 
latter’s higher interest costs. Whi Ic they face 
this double squeeze petty producers arc 
generally nut in a position to raise their own 
prices. The same holds for small capitalists, 
except that the (attcroften take evasive action 
by delaying, ordefaultingon, wage payments. 
Thus monetary policy too. like fiscal policy, 
has always important distributional 
implications. 

Exactly the same can be said about 
exchange rate policy. In any economy where 
some basic inputs are imported (oil would 
he a classic example) a nominal depreciation 
in the exchange rate can result in a real 
effective depreciation only if either the share 
of workers (and petty producers) in total 
output is lowered oi the share of capitalists. 
Since the latter tend to pursue ‘mark-up’ 
pricing (except in the petty and small 
capitalists’ .scctoi), it would have to be the 
share of wages that would be, and typically 
is, lowered as a conscquenceof depreciation 


To see this let us imagine that the economy 
produces only one good with the help of just 
two current inputs - labour and imports- and ' 
that there is mark-up pricing. I’hen the price 
of the commodity is given hy: 

p = (w.l + m.p„,.p,)(l+ a) 

where w is the money wage rate, I the labour 
coefficient per unit of output, m the imported 
input used per unit of output. p___ the price 
in foreign exchange of the imported input, 
p, the domestic currency price of foreign 
exchange and a the mark-up margi n. Clearly, 
for given conditions of production (i e, I and 
m), and given mark-up a, the effective 
exchange rate will depreciate, i e. p,/p will 
increase, only if the .share of wages w.l/p 
goes down. Tliis conclusion can be shown 
to withstand the removal of our simplifying 
dc.scripti ve assumptions about the economy.' 

It follows that the discussion of 
distributional considerations is not an issue 
separate from that of macro-economic policy 
measures. No discussion of such measures 
can possibly be carried out without regard 
to their distributional implications. 

I'his is so obvious a proposition that the 
real surpn.se is why the view emanating from 
the Washington institutions is unconcerned 
about it. The rca.son lies in a fundamental 
presumption, not always explicitly stated, 
which underlies their view, namely, that the 
economy, through its spontaneous operation, 
always .settles down at a state of full 
employment of all resources, even if it may 
temporarily deviate from such a state. The 
effect of ‘liberalisaiion-cum-structurai 
adjustment’ then is to move the economy 
from one position of full employment to 
another; but the latter position entails 
potentially a vectorwise larger availability 
of goods. The latter position in other words 
can make everyone better off compared to 
the former. If it does not actually do so then 
the government can use appropriate 
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distributional devices for the purpose, but 
the superiority of the latter position is in any 
case indisputable: it lies in its potential. 
Hence the discussion of the macro-economic 
and other policy measures that maybe needed 
to carry the economy from the initial to this 
superior position should not be cluttered up 
by bringing in distributional considerations 
at that stage. 

This view in other words does not 
necessarily deny that macro-economic and 
other policy measures which are a part of 
a programme of ‘liberalisation-cum- 
structural adjustment' may actually result in 
distributional shifts (after all the Stolper- 
Samuelson theorem in orthodox trade 
theory would a.ssert this). But since such 
policiescan potentially make everyone better 
off, a separate set of distributional measures 
may be needed to rectify adverse 
distributional shifts. (But, since ‘lump sum’ 
transfers belong only to the realm of 
textbooks, what concrete shape such 
distributional measures can take is rarely 
specified, even as actual existing transfers 
for the poor are always sought to be whittled 
down by the Washington institutions in the 
name of ‘targeting’.) 

Thus the fundamental difference between 
the Washington view that distributional 
considerations should not be allowed to 
clutter up discussions of macro-economic 
policies and the common sense view that 
macro-economic policies cannot bediscussed 
without reckoning with their distributional 
implications lies in the following: the former 
holds that the economy always works its way 
towards full employment while the latter 
believes that it can settle down at anyone 
of a whole range of possible positions. If it 
can settle at any position which has nothing 
to do with full employment of all resources 
then a specific comparison of this position 
with the initial one has to be made for 
establishing whether the macro-economic 
and other policies resulting in the shift arc 
worthwhile or rot: and this specific 
comparison must incorporate a comparison 
of income distributions. 

This underlying presumption of full 
employment is a.s central to the Washington 
view as it isuntcnable. But beforcdiscussing 
both its centrality as well a.s its untenability 
a distinction should be made between this 
concept of full employment and the 
Keynesian concept of full employment. The 
Keynesian concept of full employment is 
synonymous with a supply-constrained 
system, i e. it refers simply to a state of affairs 
where the level of activity in the economy 
is not limited by a deficiency of aggregate 
demand. The concept of full employment 
which Is used in neoclassical economics and 
which logically underlies the Washington 
view refers to a state of alTairs where all 
markets clear, i e, there is no market where 


excess demand or supply exists at the 
prevailing (non-zero) price. 

These two are far from being identical 
definitions. Neoclassical full employment 
may be violated even when Keynesian full 
employment is not, i e, for non-Keynesian 
reasons. For example, when there is excess 
supply of labour at a ‘floor’ real wage and 
employment in the economy are given by 
the full capacity output of the wage goods 
sector, a fairly standard stylisation of a 
developing economy,^ the Keynesian concept 
of full employment is not necessarily being 
violated; but the neoclassical concept 
obviously is. It follows then that the 
presumption of full employment underlying 
the Washington view is a very strong one: 
it entails much more than the mere absence 
of Keynesian unemployment. 

The concept of ‘efficiency* which figures 
in the Washington view necessarily presumes 
ful' employment in this strong sense, a fact 
which is little appreciated either in the 
Washington documents themselves or in the 
enormous amount of Washington-inspired 
jounalistic, and even ‘academic’, literature 
criticising dirigistc regimes. ‘Efficiency’, or 
what is called ‘efficiency of resource use’, 
is supposed to go up, in the sense, as we have 
seen, of a potential Pareto-improvement in 
everyone’s well-being, if the economy 
pursues the ‘structural adjustment’ package 
suggested by the Washington institutions. 
There are however two elementary 
methodological problems with this assertion: 
first, identifying any change that can make 
eveiyone potentially better off as an 
improvementin ‘efficiency’ is unreasonable. 
If ’everyone being better off (in the Pareto 
sen.se) IS itself not ncccssanly an acceptable 
criterion of improvement in the social state 
(income distribution may get worse even 
with a Pareto-improvemeni), then talking in 
terms only of ‘potentials’ makes it even 
more unacceptable. Judgments about 
‘etficicncy’ in other words cannot be 
separated from judgments about income 
di stribution, a poi nt made in standard Welfare 
economics a long time ago. 

It IS the second point however which is 
more pertinent here. And this is the following: 
let us assume that a particular measure would 
indeed make everyonebetteroff and improve 
income distribution if the same amount of 
rcsurccs *$ employed both before and after 
itsadoption. But ifthcadoption of the measure 
has the el feet also of reducing resource 
employment, then clearly talking about its 
improving the efficiency of resource use 
makes little sense. Thus any advocacy of a 
policy-package on the grounds that it would 
improve the efficiency of resource use 
necessarily pre.sumes that the magnitude of 
resource employment remains at least 
unchanged as a con.sequencc of it. In the case 
of ‘structual adjustment’ the claim that it 


would improve the efftcimey of lesouroe 
use is advanced even without any demon¬ 
stration that resource employment would not 
decline because it is assumed that the 
economy has Aili employment both before 
and after the adoption of the adjustment 
package. To say this is not to ascribe someu) 
thing to the Washington view; without it this 
view would be logically fallacious. The 
assumption of full employment is essential 
for sustaining the claims of Washington 
institutions about the ‘efficiency’ of their 
package. 

For this very reason however their claims 
are untenable, since the assumption of full 
employment for a regi me that has undergone 
‘structural adjustment’ (let alone for one that 
is undergoing such adjustment) is grossly 
unrealistic. ‘Structural adjustment’ means 
not only a restriction of the terrain over 
which the state acts as a producing entity 
but also a restriction of the scope for demand 
management undertaken by it. It imposes a 
strict limit on the magnitude of the fiscal 
deficit; it impresses on the economy the 
overwhelming need for enticing foreign' 
capital, for which coporate tax rates (and 
hence, for the sake of commcnsurability, 
income tax rates) have to be kept suitably 
low; it insists on a lowering of import dudes, 
because of which, again for the sake of 
commensurability, excise duties cannot be 
placed too high; and by exposing the economy 
to freer international capital flows it limits 
the government’s freedom to fix the interest 
rate. For all these reasons the possibility of 
demand management in a ‘structurally 
adjusted’ economy is very limited. Postu¬ 
lating full employment (no matter how it is 
defined) as necessarily obtaining in such an 
economy amounts therefore to asserting that 
the spontaneous operation of the free market 
would necessarily lead to full employment, 
a pre-Keynesian proposition invalidated 
by history. 

Moreover even in concrete terms, ie, 
without going into what the free market 
generally does nr does not do. the belief that 
‘structural adjustment’ would necessarily 
lead to full employment is untenable. 
‘Structural adjustment’ implies the attenua¬ 
tion of certain spheres of activity so that 
resources can flow to, and thereby enlarge, 
other spheres. But there is a basic asymmetry 
here. While reducing activity in certain 
spheres is easy, enlarging activity in other 
spheres is not: the latter depends on the 
extent to which private investment is 
forthcoming into these spheres. But nobody 
can coerce the private sector to undertake 
investment to an appropriate extent and the 
provision of incentives done does not always 
work in bringing about the desired level of 
privateinvestment.Theclaimthat‘structural 
adjustment’ would necessarily lead to full 
employment is untenable for this reason 
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alone if for nothing else. 

There are in addition at least three 
conjunctural factors which further erode the 
lenabilityofthisclaim: first theslower growth 
in world trade in recent years and the 
prevalence of recessionary conditions and 

« levels of unemployment in mo.st of the 
D countries m^c the prospects of full 
employment following ‘structural adjust¬ 
ment' (which makes export thrust the main 
engine of growth) even bleaker. Secondly, 
one component of ‘structural adjustment’ is 
the opening of frontiers for capital flows. 
Such opening however typically brings in 
'hot money' and makes the economy 
vulnerable to the caprices of international 
speculators. To prevent loss of confidence 
by them, and to entice them to stay rather 
than flee, the government has to undertake 
a variety of deflationary measures, c g, 
maintaining high interest rates, which keep 
the level of domestic activity subdued. 
Thirdly, in many underdeveloped countries 
the sector which typically would find 
expansion profitable following 'structural 
||||pstment' is agriculture, but here the 
possibility of expansion is closely linked to 
the provision of irrigation and other 
infrastructural facilities by the government. 
And since 'structural adjustment' involves 
a squeeze on govcmincnt finances its sequel 
usually is a curtailment in government 
investment, which means that the required 
expamsion in the sphere that should be 
expanding dues not occur. 

Forall these retisons the efficiency' claims 
of ‘structural adjustment' turn out to be 
unfounded. Measures undertaken for 
improving ‘efficiency of icsourcc use' 
succeed only in reducing the magnitude of 
resource employment. 

.The case of agriculture just referred to is 
M| special significance, because here 
^nicturai adjustment' can give rise to a 
reduction in the level of activity even if 
export demand for the agricultural goods is 
buoyant and even if the government retains 
Its ability toundertakedemand management.' 
In other words, even if‘structural adjustment' 
is followed by the maintcnanccof Keynesian 
full employment, it would not. in this case, 
be followed by ncocla.ssical full employment 
(the concept undei lying ‘structural 
adjustment') and its ‘efficiency' argument 
would be vitiated for this reason. Since we 


argued earlier that the ‘efficiency’ argument 
needs a full employment assumption which 
is even stronger than Keynesian full 
employment, the agriculture case is a precise 
vindication of our argument, and, for this 
reason, requires closer scrutiny. 

A very common perception of the problem 
of poverty suggests that since the bulk of 
dhe poor arc concentrated in the rural areas, 
V shift in the terms of trade, which corrects 
the 'urban bias’ of dirigistc regimes would 


reduce poverty. And since agricultural prices 
under such regimes are generiilly supposed 
to be below the corresponding 'world prices’ 
at (he prevailing exchange rate while 
industrial prices are supposed to be above 
the corresponding ‘world prices', it is 
believed that removing trade rc.strictions 
would constitute an ideal way of bringing 
about such termsoftrude shift. Such a removal 
would not only bring down poverty but 
would help the economy in acquiring an 
'outward' orientaton through larger agri¬ 
cultural exports (even if importsof industrial 
goods also go up simultaneously); and what 
is mure it would give rise to a higher 
agricultural growth rate by improving the 
profitability of investment in this sector. 

The problem with this argument is that 
private investment in agriculture docs not 
respond monotoniciilly to piofitabi lity in the 
sector beyond a ‘threshold level of profit¬ 
ability’. i e, once a certain minimum level 
of profitability is assured (which constitutes 
the threshold’), any further increa.se in 
profitability docs not call forth any increase 
in private investment in agricultural 
production.'* .Such investment responds 
primarily to the magnitude of public invest¬ 
ment in complementary avenues like 
irrigation, extension services and power. If 
these investments are being cut. as they 
usually arc in a iktukI of ‘structural adjust- 
ineiit’, owing to the resource cninch facing 
(he state, (hen a mere incrca.se in the profit 
rate in agriculture would scarcely affect 
investment in agriculture and hence its growth 
rate. On the other hand, since larger exports 
arc undertaken the profile of domestic 
availability of home-produced agricultural 
commodities would come down. Insofar as 
exports would consist either of foodgrains 
directly orofcoinmodities whose cultivation 
displaces acreage from foodgrains produc¬ 
tion, the lower profilcoldomcsticavailability 
of home-produced agricultural commodities 
would entail a lower profile of domestic 
per capita availability of home-produced 
foodgrains.’ 

Rut alower profile ol domestic availability 
of homc-producetl foodgrains is not the same 
as a lower profile of domestic availability 
of foodgrains per se. Why. it may be asked, 
can impoits not be undertaken which arc 
financed by the largci agricultural exports 
and which prevent a lowcringof, and possibly 
even increase, the profile of per capita 
domestic availability of foodgrains'.' An 
obvious answer is that the domestic pricc- 
latio between agriculture and industry being 
less favourable to the lormer than (he ‘world 
price-ratio' dtics not mean that the domestic 
rate of transformation between foodgrains 
and non-loodgrams i.s less favourable to the 
formerthan the rate of transformation through 
trade. In other woids, the amount of 
foodgrains lost through the shift of acreage 


to exportable non-foodgrains would not 
nece.ssarily be made up by devoting the 
exchange earnings obtained from the latter 
to the import of foodgrains, so that even if 
all other considerations.such as the insecurity 
implicit in relying on food imports, the 
possible political arm-twisting that a food- 
importer may be subjected to, etc, arc 
eschewed, the country would still find itself 
worse off by becoming an agricultural 
exporter. 

The more .substantial answer however lies 
elsewhere. Removing rc.strictions on agri- 
culiural exports would raise (heir domestic 
price (which is lower than the ‘world price’) 
not only vix-a-vis industrial goods but also 
vh-a-vis the wage rates in the urban and rural 
sectors (including of agricultural workers 
who constitute the bulk of the poor). The 
problem with focusing on the inter-scctoial 
terms of trade and drawing conclusions about 
poverty and income distribution from such 
terms of trade movements is that differences 
between social groups within each sector arc 
glossed over. Asa matter of fact in countries 
like India where nearly 60 per cent of the 
agricultural workforce itself, consisting of 
landless labourers, poor peasants (who 
supplement their cultivation incomes by 
doing wage paid labour) and even a section 
of the small peasantry, are net buycis of 
toodgruiiis.a rise in agricultural prices, such 
as would follow from removing trade 
restrictions, would have the effect ceteris 
/iririhiMof benefiting only the surplus farmers 
and accentuating rather than ameliorating 
poverty, indeed the incrcascil exports of 
agricultural commodities that would follow 
the removal of trade restrictions would have 
as their counterpart the enforced under¬ 
consumption by a laige section of the 
population. 

Accompanying this enforced under¬ 
consumption will be a reduction in domestic 
industrial production. To sec this clearly 
let us assume that the domestic pre- 
'liberalisation' industrial price is equal to the 
‘world price' at the picvailing exchange rate 
(while domestic pre-'liberalisatio i’ 
agricultural price was lower), i e. let us look 
solely at the consequences of higher food 
prices on industrial output. There would 
n''ncthclcss be a reduction in industrial 
pnxluction as those with reduced real incomes 
owing to higher food prices would curtail 
thei rdemand for indu.strial goods. Moreover, 
to the extent (hat some compensating money 
wage increase is obtained by industrial 
workers, industrial production at the margin 
would be squeezed out at the prevailing 
exchange rate (and if the exchange rate is 
further depreciated then the real wages, in 
terms of food commanded, would be even 
less). 

It follows then that trade liberalisation in 
this case would have a combination of price 
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and output effects: it would raise the cost- 
of-living index of thenirel and urban workers 
/ relative to money wages and it would also 
lower industrial employment. (We are not 
talkingheteof deindustrialisation on account 
of an enlarged import surpi us. i e, deindustria¬ 
lisation of the Keynesian kind referred to 
earlier, ifthishappensitwtHildbeinaddition 
to what occurs owing to higher food prices.) 
Hris lower output and employment is because 
of lower domestic food availability and 
caimot be offset by any Keynesian measures 
even if the government had the freedom to 
pursue such measures in a ‘liberalised’ 
economy, which it does not have. 

To sum up the argument so far. both the 
propositions underlying the position of the 
Washington institutions, viz, macro- 
economic policy can be discussed without 
reckoning with considerations of income 
distribution, and that 'libcralisation-cum- 
slructurai adjustment' promotes ‘efficiency’, 
require logically the assumption that a market 
economy (or a ‘market-friendly’ economy 
in their parlance) would spontaneously 
achieve full employment of all resources. 
Thisassumption.evenif not alwaysexplicitly 
staled, is inade implicitly in their writings. 
On the other hand, this assumption is far 
reriMved from the reality of any developing 
economy, indeed of any economy. There is, 
on the contrary, every reason to believe that 
‘liberalisation’ would reduce resource 
employmem so that the claims of ‘efficiency’ 
on its behalf are wholly misplaced and its 
income distribution implications have to be 
necessarily limked at in a specific manner. 
What are these implications? 

There are four different kinds of distri¬ 
butional shifts that the ‘liberalisation-cum- 
structural adjustment’ package brings about: 
first, there is a shift from the workers to the 
capitali.sts; secondly, there is a shift from 
petty producers and small capitalists to large 
capitalists: thirdly there is a shift from 
domestic capitalists to foreign capitalists; 
and finally there is a shift from entrepreneurs 
to rentiers, or from producing interests to 
financial interests. In general these shifts do 
not override one another, i e, all of them 
manifest themselves more or less clearly in 
theso-called ‘markei-fnendly’ regimes. And 
also, in general, the shifts claimed between 
the groups we have mentioned arc not because 
of the arbitrariness of the grouping, i e, about 
no major sub-group within a group can it 
be said that it is an exception to the genera¬ 
lisation about the group as a whole. 

The reasons for these shifts have already 
been alluded to earlier. The reduction in 
social wage duetothe curtailment in govern¬ 
ment subsidies and welfare expenditures in 
the face of the fiscal crunch, the rise in food 
prices relative to money wages as a con¬ 
sequence of tradeliberalisation, and the hikes 
in admini-stered prices on account of both 


the resource crunch and the exchange rate 
depreciation that necessarily constitutes a 
part of ‘adjustment* (which raises imported 
input prices) combine to ensure that workers 
lose out relative to capitalists (including 
agricultural capitalists who may to a signi¬ 
ficant extent be landlords-tumed capitalists). 
Likewise the hike in interest rates and the 
end to earmarking of credit to particular 
priority sectors which constitutes a part of 
financial sector reforms together with the 
rise in input costs on account of price-hikes 
make sure that petty producers and small 
capitalists who are scarcely in a position to 
‘pass on' l\igher costs in the form of higher 
prices lose out relative to the large capitalists 
whodonuinageto ‘pass on’ higher costs and 
who also gain from the cuts in corporate tax- 
rates. Since enticing multinationd corpora¬ 
tions to undertake investments domestically 
is acomerstoneof the ‘liberalisation’ strategy 
all manner of lax concessions (over and 
above what is given to domestic capitalists) 
and even guaranteed rates of return are given 
to foreign capital which therefore gains 
relative to domestic capital. And finally, the 
high interest rales, the introduction of 
currency convertibility, the provision of 
incentives to prevent speculative capital 
outflows and theex tension of these incentives 
as and when speculative outflows do occur 
in order to bring the situation under control, 
all these combine to ensure that rentier capital 
does even better than capital engaged in the 
sphere of production. 

In sum, these four different tendencies 
with regard to distributive shifts entail the 
following: there is on the one hand a squeeze 
on the workers, agricultural labourers, poor 
peasants, petty producers and even small 
capitalists, while on the other hand there are 
substantial gains for landlords, large capita¬ 
lists. especially foreign MNCs and. even 
more importantly, foreign rentiers and 
portfolio investors. These shifts in income 
distribution are such as to widen existing 
inequalities. 

Some may question this conclusion on the 
grounds that ‘liberalisation’ policies have 
the effect of controlling inflation which is 
an endemic feature of dirigiste regimes and 
that this Tact should have a beneficial effect 
on income distribution since inflation 
impinges heavily on the poor. 

') wo points however should be noted about 
this argummit. The first is a logical one: 
within the theory espoused by the Washington 
institutions inflation does not impinge on the 
poor. There is in other words an obvious 
logical contradiction between the following 
two statements: ‘inflation is a matter of 
excessive money supply’, and ‘inflation 
impinges on the poor’. Or, putting it 
differently, within a monetarist perspective 
of inflation (which is what the Washington 
institutions espouse) there is no scope for 


inflation impinging on the poor. The teaion 
isobvious: if inflation is caused excessive 
money supply and that reduction in the latter 
would control inflation without (except 
perhaps in a transitory sense) reducing 
employment and output in the economy 
(which does not therefore budge, excepH^ 
a transitory sense, from full employment), 
then the r^ wages in the economy must 
remain unchanged no matter what the nominal 
wages and prices. So, inflation caimot affect 
real wages and hence cannot hurt the poor. 
The exception is when inflation is un¬ 
anticipated (which is the transitional 
phenomenon referred to earlier) but then as 
expectations adapt inflation must accelerate. 
It follows that a more or less steady rate of 
inflation, no matter how rapid, cannot be 
hurting the poor. On the contrary since it 
hurts those with large cash balances, typically 
the rich, it should have an egalitarian effect. 
In other words in countries like India where 
a more or less steady rate of inflation of just 
less than 10 per cent has been witiiessed 
fordecades(if we ignore occasional jumo 
in the inflation rate in the wake of shaf 
harvest falls, etc), controlling inflation on 
this view should be of no benefit to the 
poor. 

Looking at it differently, an acceptance of 
the fact that inflation can squeeze real wages 
and hence hurt the poor presupposes that real 
wages are capable of settling at any level 
within a range, i e, that the economy does 
not tend towards full employment. By the 
same token however inflation control will 
also afliect the level of activity (not just 
transitorily) and therefore have its own 
redistributive implications. And in particular, 
themanner of inflation control, the particular 
instruments used for it, become important 
in judging the redistributive implications of 
such control. 

This brings us to the second point. Ifi 
inflation was hurting the poor, i e, it was 
inflation in terms of the wage unit, then only 
such inflation control would give relief to 
the poor which lowers prices relative to their 
money incomes, i e. which lowers inflation 
in terms ofthe wage unit. Controlling inflation 
by reducing the spectrum of wages does not 
give any relief to the poor since it does noi 
constitute an abatement of inflation in terms 
of the wage unit. And yet this is precisely 
what the mode of inflation control advocate*) 
by the Washington institutions amounts to 
fiscal and monetary instruments are supposed 
to be used for reducing the level of activity 
(though the pretence is that the economy 
does not budge from full employmeitt) and 
restricting money wages directly and 
indirectly(via the P^uced activity level itself 
which affects workers’ bargaining power 
and also via the reduction of social wage). 
Thus the mode of inflation control in > 
‘liberalised’ economy is such that the very 
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victims of inflation are made to pay for 
this control in a different way But they 
are made to pay a lot more than what is 
required for the inflation control that is 
actually achieved, i e, inflation control is 
n^ot the sole goal of such an economy 
which aims at something much larger, 
namely, ‘structural adjust ment’ The four 
distributive tendencies mentioned above 
therefore retain their vididity 
Of those four, the one which has perhaps 
attracted the least attention is the shift in 
favouroftherentiers In fact this is an aspect 
of‘liberalisation-cum-stiuctunil adjustrnem’ 
which needs particular emphasis The 
package is not just anti-woiking class and 
pro-capitalist, not just anti-small producers 
and pro-large producers, not just anti-third 
world and pro-metropolitan capital, but, in 
addition to all these things it is specifically 
pro-finanaal interests This has far-reaching 
consequences, namely, the higher growth it 
promises scarcely ever materialises While 
uhe package is justified in the name of 
Wracting direct foreign investment, while 
the ostensible aim of all these reforms is to 
draw large massesofproductivecapital from 
all over the world on a massive scale (so that 
growth IS not constrained by the capacity ol 
the domestic economy to mobilise resources 


vnthin Itself), it actually ends up with little 
DPI (which in any case tends to flow into 
those economies where thedomcstic savings 
rates are already high thanks to ‘non-liberal’ 
economic policies) but with greatly increased 
vulnerabiiity to the caprices of international 
finanaal speculators This veiy vulnerability 
has the effect of forcing upon the economy 
deflation and stagnation Keynes in his 
magnum opus had asked for the ‘euthanasia 
of the rentier' and had decried the situation 
where 'enterprise becomes the bubble on a 
whirlpool of speculation’ The Washington 
package has the effect of re-enacting econo¬ 
mic regimes in developing countries where 
Keynes’scastigationsare several times more 
relevant 

Notes 

I It should be noted that this conclusion has 
nothing to do with the Marshall-Leroer and 
other such lestbook conditions for 
succcsstui devaluation These conditions 
deal with whether the excess demand for 
foreign exchange declines with a nse in its 
effective price Our conclusion deals with 
whether the effective price itself rises when 
the nominal pnce rises It should also be 
noted that our conclusion is not based on 
the assumption of full employment For a 


discussion of this conclusion see Koldor 
(1978) 

2 See iVitnaik (1972) and Bose (1989) 

3 See in this connection Patnaik (1996) 

4 This argument was onginally put forward by 
Mitra (1977) 

5 The implications ofihis phenomenon for food 
security in developing economies arediscusted 
in Ulsa Patnaik (1996) 
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Economic Reforms and Institutions 

Policy Implications for India 

Murali Patibandia 

In the absence of necessary institutional conditions, market reforms in developing economies cause rent seeking 
and inequitable distribution of income. This, in turn, could stun economic growth and also thwart the emergence 
of the right institutions. It is important for government policy not only to minimise the short run costs of institutional 
failures but also to set the right initial conditions for the evolution of institutions in the right direction. This 
paper illustrates some of the costs of institutional failures and the policy implications in the present Indian context. 


Introduction 

THE sharp decline in the industrial growth 
in the recent times in India can be seen as 
adirectcost of institutional failureson several 
fronts especially the capital markets. In 
discussing the Russian experience of high 
costs of institutional inadequacies, Amsden 
et al (1996) observe, “Instead of nurturing 
l^ncial systems that successfully 
^termediatc’ savings and investment flows 
among households, the public sector, and 
productive enterprises, the authorities have 
sanctioned unregulated financial speculation 
and pyramid schemes such as MMM whose 
crash destroyed the wealth of millions of 
shareholders and contributed nothing to 
capital formatian.’‘The observation is highly 
applicable to the Indian experience. During 
the last seven years, speculators, bogus 
corporations, and established corporations 
with bogus projects have been allowed to 
play havoc in the capital markets.' This 
provides only one striking example of costs 
of institutional failures or inadequacy of 
prevalent institutions in context of market 
l^orms. 

The market reforms that have been 
implemented under the guiding philosophy 
of structural adjustment and stabilisation 
policies of World Bank and International 
Monetary Fund have been simple 
standardised package deals (based on 
simplistic macro- and micro-economic 
theories) which are applied across 
developing economies ignoring economic 
and political institutional background of 
different countries. The example of Russian 
experience well exemplified by Amsden et 
al (1996) is a clem' example of the high costs 
of this approach. This paper argues that the 
most important aspect of the reforms in the 
present juncture is setting initial conditions 
fnr evolution of necessary institutions in the 
right direction. Some of the arguments of 
this paper me extensions of the issues rai sed 
by this author in a previous paper (1994). 
-In addressing the question of why some 
^ntries are rich and others poor, North 
(1990) observes, “Instifutions provide basic 
structure by which human beings throughout 


history have created order and attempted to 
reduce uncertainty in exchange. Together 
with the technology employed, they 
determine transaction and transformation 
costs and hence profitability and feasibility 
of engaging in economic activity.” Taking 
that transactions and transformation 
(production) activity is done under a free 
market economy, absence of necessary 
political, social and economic institutions 
that facilitateefficicntand fairproccssofthis 
activity could be a source of economic 
stagnation. When wc talk of market reforms 
and institutional conditions, we mean the 
transition economics that have undertaken 
a move towards a market economy after 
years of pursuing socialist or activist state 
model. The abscnccof necessary institutions 
in the context of reforms have to be traced 
from the history of different countries. For 
example, Russia and India have quite different 
institutional background. The package deal 
applied tothese countries will result in highly 
diverse results. In terms of human and 
physical capital as also natural resources, 
Russia can be considered one of the richest 
countries. But this package deal approach 
to reforms reduced Russia to the bottom of 
the ladder. 

Free market economics of developed 
countries function on the basis of institutions 
that have evolved through time and a 
painstaking pnKcss. In the case of several 
developing countries and the eastern block, 
the sudden move towards free market 
economy from highly interventionist state 
implies that free market forces are expected 
to function on the oasis of institutions 
inherited from past histuiy, historically given 
social, political nomis, attitudes and teliefs’ 
and also absence of necessary organisational 
conditions. Under such conditions, the 
packaged deal approach of the market 
reforms could result in high costs in terms 
of highly unequitable distribution of income 
and rent seeking. The irony is that the rent 
seeking argument wnich was used to negate 
policy intervention (Krueger 1974, 
Bhagwati 1982] appears to hold to the free 
market policies because of presence of sub- 
optimal institutional conditions: an example 
is the emcr^nce of a small section of super 


rich in Russia after the reforms (Scheflier 
1994, Amsden et al 1996] and emergence 
of billionaires in Mexico through the 
privatisation of public sector. Rent seeking 
is observed to take place when there is 
government policy intervention in terms of 
controls. 

A free market economy that reduces 
government policy intervention does not 
mean there would not be any control on the 
economic activity of private agents. Free 
market economies function on the basis of 
strong regul atoiy institutions that implement 
competition policy, minimisation of 
negative externalities in production and 
consumption, and the public organisations 
that provide public goods through contracts 
with private producers. If these organisations 
arc weak owing to absence of effective 
institutional conditions, they could be 
captured by vested interest groups which 
leads to rent seeking. In India’s case, the 
recent examples are numerous: the 
controversy associated with the Enron deal, 
a few speculators vanishing with thousands 
of crorcs in the Indian capital markets and 
the several scams. These examples of costs 
of institutional failures of the present 
approach to reforms might be only the tip 
of the iceberg. In the context of the market 
reforms, the policy role is all the more 
impoitant in setting up necessary conditions 
not only towards minimising these costs but 
also towards evolution of institutional 
conditions in the right direction. 

We take the works of Williamson (I98S) 
and North (1990), which draw from Coasian 
thi ory of transaction costs and property 
rights as a reference point in discussing 
what we mean by institutions in a nUirket 
economy. The literature on new institution^ 
economics shows how various transaction 
costs are the main reasons why the 
impersonal large group competitive markets 
of the neoclassicals may not function 
effectively. The emergence of effective 
institutions facilitates fair exchange with 
minimum transaction costs. When 
institutions arc weak or absent, exchange 
mechanism leads to unfair and unequitable 
outcomes which, in turn, stuns potential 
growth of a developing economy. By taking 
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this framework, this paper brings out a few 
issues of costs of institutional failures and 
the policy implications. 

II 

What We Mean by Institutions 

Transaction costs approach to institutions 
looks at institutional conditions in terms of 
costs of market transactions between 
economic agents undercxistingsocial, legal, 
economic and political conditions for 
formulating and executing contracts in 
exchange. The basis of transactions are on 
historically evolved social norms and beliefs 
andexplicitly stated legal conditions. North 
(1990, p 27) defines transaction costs as 
“the costs of measuring the valuable 
attributes of what is being exchanged and 
the costs of protecting rights and policing 
and enforcing agreements”. In this 
framework, the costs of transactions are the 
costs of collection and processing of 
information and those of formulating and 
executing contracts. Incomplete information 
and informational asymmetry across 
economic agents (which might be due to 
existing market conditions and also 
deliberately engineered by economic agents) 
lead tocosts (in terms of bounded rationality) 
of moral hazard (the principal and agency 
problem) and adverse selection. Costs in 
formulating and executing contracts can be 
in terms of opportunistic behaviour by any 
one of the parties of exchange. We elaborate 
on and discuss these outcomes in the Indian 
context in what follow: 

North distinguishes between institutions 
and organisations (substance and forms). 
Organisations can be engineered but not 
institutions. Functioning of organisations 
requires institutional conditions which 
involves numerous entities like economic, 
jwlitical and social attitudes and norms 
which cannot be engineered overnight. 
Institutions evolve by the interaction 
between these entities and prevailing 
organisational conditions. In other words, 
while organisations with well defined rules 
and regulations can be engineered, 
institutions have to evolve and cannot be 
engineered at will. For example, let us go 
by the approach that all contracts are 
incomplete because of all kinds of 
contingencies, and inherent complexity of 
nature. The nature and dimeitsion of some 
of these transaction costs arc determined by 
existing organisations, social norms and 
beliefs, and historical experiences. Certain 
social norms of exchange are relevant only 
to small societies where each agent knows 
the other socially. The close social 
interaction facilitates formulation and 
enforcement of economic contracts with 
lesser degree of cheating than in a large 
group setting with anonymous agents. For 


example, a ‘pan' shopkeeper may get into 
an understanding with a regular customer 
that she will pay the amount for regular 
purchases at the end of the month. The 
customer will refrain from defaulting due 
to a fear of social stigma of being known 
as a defaulter within the social group. In 
a large group context, where economic 
agents are anonymous to each other, there 
will be no fear of social stigma and cheating 
could take place if there is no effective 
search and penalty mechanism and when 
contracts are highly incomplete. Therefore, 
a minimum level of trust among parties is 
required in respecting the contracts. Certain 
social norms in a country even in the larger 
group context that brings in the minimum 
trust and respectability of exchange may 
cvol ve through time of repeated transactions 
(history). Similarly, the anonymous nature 
of agents in a large group context facilitates 
certain transactions which may not take 
place in a small group. In other words, 
possibility of new markets emerging might 
be more in a larger group context than in 
a small group context. For example, an 
individual of a particular class doing certain 
jobs in a small village in some parts of India 
might be viewed as a social stigma (under 
the feudalistic relations). A good example 
of this is handloom weavers in several rural 
parts of India generally arc unwilling to 
move on to other professions although they 
have not been able to make a living because 
of severe competition from the powcrioom 
sector in the production of lower quality 
cloth. Private organised banks might not 
operate in small villages owing to economics 
of .scale of larger transactions which, in 
turn, may cause non-existence of effective 
markets for savings and borrowing. 

The arguments for decentralisation of 
government bureaucracy for increasing 
accountability of public agents and for 
increasing transparency of defined rights of 
the public can be based on the above 
argument of closer social interaction 
between the government agents and the 
public which reduces possibility of cheating, 
opportunistic behaviour by the government 
agents One example of ihis outcome is 
replacement of taluks by mundals in Andra 
Pradesh state. This is supposed to have 
increased the social interaction between 
government officials and people at the 
village level which, in turn, increased the 
accountability of government agents and 
also the transparency of legal rights of the 
public. In the present context, one of the 
initial conditions that can be set by the 
policy for facilitating evolution of 
institutionsintheright direction is increasing 
the decentralisation of the government 
bureaucracy. 

The market reforms in the absence of 
effective underlyinginstitutional conditions 


will cause high costs to certain groups and 
are doomed to fail. One good example of 
this possible outcome is the experience with 
privatisation of city bus service in Delhi 
[Patibandla 1994]. In the crude sense of 
efficiency argument of a free market 
economy, the privatisation is a success in 
terms of supply respond! ng todemand. Prior 
to the privatisation, any commuter in Delhi 
could vouch for the fact that travelling in 
the city bus service tun by the government 
of Delhi required tremendous patience in 
terms of waiting hours for a bus and also 
gymnastic abilities for getting in and out 
of crowded buses. After the privatisation, 
the supply of bus service increased 
signiHcantly: increase in consumer welfare 
in terms of reduction in patience and 
gymnastic ability requirements. But the other 
side of the story is the costs of significant 
increase in fatal road accidents owing to 
in.stitutional failure of the regulatory 
organisation's inability to regulate the 
conduct of the private bus runners. In other 
words, there are regulatory organisatHy 1) 
with defined rules and regulations, but tfle 
institutional conditions are missing in 
enforcing the terms. 

Defining the rules and regulations is the 
easier part of engineering organisations. 
But enforcing through effective institutions 
is the more difficult task which requires 
accountability of the public agents, 
transparency of information and minimum 
transaction costs. To illustrate this, one of 
the primary requirements for efficient 
functioning of a free market economy is 
implementation of an effective competition 
policy. Implementation of an effective 
competition policy requires good definition 
of anti-compctitive behaviour of private 
agents and rules of restraining it which pan 
be easily copied from other countries. But 
more importantly it requires institutional 
conditions of enforcing them. To take the 
example of the private bus service of Delhi 
again, there arc regulatory bodies that arc 
supposed to regulate, but captured by vested 
interest groups (now by the organist mafia 
in Delhi). In the absence of effective 
institutional conditions, the private agents 
themselves may take the course of the law 
of the jungle. Tlie competition between the 
numerous private bus operators in Delhi is 
intense. Each private agent tries to cut into 
the market share of the other not just by 
efficient operation but also by cheating. 
The efficient operation could be in a crude 
sense of speed! ng and overtaking each other 
which is observed to have resulted in 
significant increase in fatal road accidents. 
Since the cheating is not restrained by the 
regulatory organisations each private bus 
operator monitors the other's behaviour tuxi 
attempts to restrain it through whatever the 
means are available. One example of this 



from the author’s personal experience while 
travelling in one these bus services is 
witnessing a bus conductor beating up the 
otherconductor by accusing him of violating 
the time schedule and for undercutting the 
bus fare. The emergence of the Russian 
mlfia and the mafia in Bombay in India is 
basically a larger dimension of this result. 
In the case of the US. Douglas North (1990) 
observes that government intervention into 
the economic activity through anti-tnist laws 
emerged in the US becauseofintenserivalry 
among the private producers. The private 
producers required a neutral body that 
restrains cheating or anti-competitive 
behaviour. If government organisations are 
weak, this role could be taken over by the 
organised mafia. One good example in Ihe 
Indian context is if a landlord wants to evict 
a tenant in large cities in India, .s/he may 

. prefers to go to the organi.sed mafia rather 
than the legal courts because of high 
transaction costs of dealing with the Indian 
legal system. 

^The costs associated with informational 
impcrfectcdncss [Williamson I9RS and 
1994, Stiglitz 1972] is pervasive in the 
Indian economy - right from the activity 
of a poor illiterate person trying to acquire 
and use a ration card to the functioning of 
the capital markets. The inability of an 
illiterate person to receive and process 
correct information heightens the costs of 
transactions and gives an undue advantage 
toother party in transaction who may possess 
more information. For example, the issuer 
of a ration card charges a bribe and the store 
keepers of the public distribution may not 
supply the commodities, a card holder 
deserves as s/he may not be in a po.sition 
to verify. Even if s/he can verify, may have 
to incur high costs of enforcing his/her 
^Sights. Extending this argument, 
informational imperfectedness also causes 
monopoly and monopsony power. For 
example, a middle man who possesses more 
information about the correct price of a 
good may hideit from a producer and makes 
her/him to sell it below its opportunity cost: 
for example the producers of several 
handicraft export products in Agra and other 
places. A producer who has more 
information could u.sc it as an entry barrier 
to prevent a more efficient (in production) 
new entrant and derive market power. This 
possibility of lack of transparency of 
information of government agencies, and 
informational asymmetry across different 
private agents is pervasive in India and is 
a major sourceof rents and monopoly power 
to certain powerful groups. Under these 
conditions, the whole idea of liberalisation 
lacks meaning. 

^ During the last few yedrs we have heard 
and read quite a bit atom how the market 
reforms like industrial delicencing would 


bring in efficiency to industry by making 
it highly competitive by eliminating entry 
barriers. This approach appears to fail to 
understand a simple conceptual definition 
of frcccntiy; abscnccof entry barriers would 
mean that an absolute (unknown) new 
entrant witha viableormoreefficient project 
could raise capital without a relative dis¬ 
advantage and contest a relatively inefficient 
incumbent firm. Why is that since the market 
reforms have been initiated the new entrants 
have been mostly multinationals and 
established domestic large houses (with large 
purses) diversifying into new areas? One 
can be sure that it is not because of dearth 
of potential entrepreneurs in India. This is 
because of other sources of entry barriers 
owing to high market transaction costs 
combined with capital market imperfections 
exi.st [Patibandia 1997a]. Capital market 
imperfections in this context refers to 
differential costs of capital to new entrants 
and incumbents: a new entrant has to pay 
higher price to capital than a large established 
incumbent. An established incumbent has 
the cumulative experience (or accumulated 
contacts) of dealing with the Indian public 
and private organisations which, in turn, 
facilitates him/her to incur lowertransaction 
costs than a new entrant. Higher transaction 
costs combined with capital market 
imperfections will be a major source of 
entry and mobility barrier to new entrants 
or more efficient smaller firms. This, in 
turn, facilitates a less efficient incumbent 
to derive long run market power and high 
profits irrespective of inefficiency in 
production. 

Dem.setz (1976) and others argued that 
certain firms in an industry are larger than 
others because they are more efficient. 
Therefore competition (anti-trust) policy 
should not punish the more efficient large 
firms by restricting high industrial 
concentration. Can we apply this argument 
toindian indu-stries?. A few empirical studies 
have shown that in quite a few Indian 
industries small and medium .scale firms are 
more efficient in production than large firms 
(Patibandia 1997b, World Bank 1989]. The 
explanation for the large firms being larger 
irrespective of their relative inefficiency 
has to be traced from the entry and mobility 
barriers arising out of the prevailing capital 
market imperfections and high market 
transaction costs owing to sub-optimal 
institutions [Patibandia 1997b]. As long as 
these structural imperfections exist, the 
growth of industry will be lower than the 
potential: the production levels will be at 
sub-optimal capacities at higher average 
costs owing to presence of long run market 
power. 

The institutional inadequacies of capital 
markets could be detrimental to industrial 
growth. The agency theory shows that when 


the ownership (the principal) and manager' 
(the agent) of capital are separated, it can 
lead to moral hazard problem: a manager 
could use other's capital (savings) for his/ 
her self-interest and also less efficiently 
than its potential application. We all have 
heard how the public sector firms in India 
have been highly inefficient due to soft 
budget constraint and non-accountability 
of managers. Similar outcome (of high costs 
of moral hazard) takes place in joint stock 
companies when the actions of managers 
cannot be seen or veriftable and monitored 
with minimum costs by the stock holders 
and also regulatory bodies. The amount of 
capital misused or wasted by the Indian 
corporate sector could be quite significant 
when it is asscs.sed in the context of presence 
of long run market power along with the 
highly imperfect institutional conditions of 
capital markets. Presenceof long run market 
power helps the corporate sector to make 
high profits’ (irrespective of their 
inefficiency) and provide certain minimum 
dividends to stock holders. Presence of 
market power does not force the management 
to utilise the c|ipital most efficiently. In 
addition, the moral hazard outcome owing 
to institutional failures of capital markets 
facilitates managers to squander capital for 
personal goals and also to utilise it below 
its potential efficiency. One could speculate 
the amount of capital squandered by this 
mechanism in India could be phenomenal. 

The other dimension of costs of 
institutional failure, as mentioned earlier, 
on the capital markets front can be seen 
from the havoc played by the speculators 
and adverse selection outcomes (for small 
investors) through engineered incomplete 
information and signalling by several 
companies operating in the capital markets. 
So much of capital has been siphoned off 
by these means in the recent years which 
not only desti oyed savings of small investors 
and also their confidence, now there is 
scarcity of capital for investment in 
productive assets. 

The promoters in thelndian stock maikets 
arc observed to engineer incomplete or 
wrong information with strategies such as 
inflating project costs, fixing high premia 
and raising money, for companies which 
exist only on paper. This is observed to take 
places under the collusion of merchant 
bankers, underwriters, advertisers, financial 
weeklies and other sundry marketeers under 
the very nose of regulatory bodies. It is 
e.stimated that about Rs 10,000million have 
been defrauded in this way. during January 
and June of 1994, alone. The legally allowed 
preferential allotments of stocks and insider 
trading (informational asymmetry) by 
promoters and companies is observed to 
have caused misappropriation of capital 
anywhere between Rs 10,000 million to 



Rs 50^iiiiliion[Bholel995].I^rt}ieniian, 
the high transaction costs in clearances, 
settlement, and share allotments and 
transfers works against small investors. 

lU 

Property Rights 

One of the important institutional 
requirements for efficient functioning of a 
free market economy is enforcement of well 
defined property rights. The above issues 
of contractual enforcement and the agency 
problem of capital markets implies the issue 
of establishing and enforcing of property 
rights. One of the propositions we discuss 
intheindiancontext is: inefficient derinition 
and enforcement of property rights causes 
under-utilisation of capacity, under¬ 
investment and scarcity of goods and 
services and rent seeking which, in turn, 
stuns the growth of the economy: domestic 
and multinational firms may not invest in 
several developing economies where there 
is the fear of excess control rights by 
politicians and bureaucrats; under¬ 
utilisation of capacity of constructed houses 
arising out of the rent control act in India. 

Following the work of Gro.ssman and 
Hart (1986) and Hart and Moore (1990), 
Shicifer (1994) observes that establishing 
propetty rights means enforcing the cont racts 
through which economic agents t ry to arri ve 
at more efficient control structures 
themselves or finding ways to improve the 
efficiency of control rights directly. The 
capitalist mode of production, obviously, 
involves the establishment of private 
property rights: the rationale behind this is 
that private agents with clearly defined legal 
possession of resources have incentives to 
utilise the resource efficiently. This docs 
not imply that under free market economy 
there is no community owned properties: 
several public good provisions and also 
natural re.sources arc common properties. 
The institutional requirements of free market 
economy involve not only conditions for 
enforcement of established private property 
rights but also for the management of 
common property resources. In several 
instances, management of common property 
resources is done without any explicit legal 
provisions. The trade-offs involved in this 
context can be illustrated by a simple 
example that households with privately 
owned (or rented) houses would keep their 
houses clean and throw garbage onto the 
streets. As against this is the example of 
C!alcuttans managing their underground 
commuting system quite efficiently and 
farmers managing common pool resource 
of irrigation system quite efficiently in 
I ndian villages. This means that the efficient 
management ol resources in free market 
economy involves legally established 


property rights and their enforcement 
mechanisms and also certain social norms, 
attitudes and foresight of private agents 
which do not have explicit legal conditions. 
The social agreements and norms may evolve 
through time of repeated transactions which 
facilitate economic agents to co-operate in 
order to avoid prisoner* s dilemma outcomes 
(co-operation taking place through repeated 
games). This implies that if an outsider is 
introduced into the system who has no long¬ 
term stakes, it can result in competition 
(breaking up of the co-operati ve agreements) 
and mismanagement of the resources. One 
good example of this result is the 
introduction of large fishing trawlers owned 
by large multinational companies in the 
Tamil Nadu and Kerala coast led to 
overfishing and erosion of livelihood of 
thousands of fishermen on the coast who 
has managed the common pool for centuries 
on the basis of socially agreed rules. In other 
words, the reckless approach to privatisation 
could erode good prevalent institutions. 
Similarly, presence of negative externalities 
in production makes the control rights loose 
which means production activity by agent 
A may destroy the assets of agent B making 
him/her loose complete control of efficient 
use of his/her asset: for example, the large 
scale fish farming and leather goods 
production destroying farm lands. 

An illustration of poorly defined control 
rights (which arc not fully legal) causing 
inefficiencies can be observed by comparing 
the functioning of the Indian and South 
Korean public sector firms. Public sector 
firms in South Korea and Taiwan are 
observed to be a lot more efficient than the 
ones in India [Datia Chaudhuri 1990]. As 
a matter of fact, the public sector firms m 
South Korea and Taiwan are observed to 
be more efficient than the private sector 
firms. The explanation for this is that control 
rights of the public .sector firms in India 
have excessively vested with politicians 
and bureaucrats who have u.sed them for 
personal goals like giving employment and 
contracts to their political groups. On the 
other hand, the management of the public 
sector firms in South Korea is a lot more 
autonomous and accountable. 

The excessive control rights in the hands 
of politicians and bureaucrats causing rent 
seeking can be seen by the scams of land 
distribution by politicians in India and 
bureaucrats colluding and buying high 
premium government owned urban land at 
throw away prices. In other words, 
politicians and bureaucrats may have 
disincentive in bringing about clearly 
defined rules^ and laws about the public 
ownership of certain resources which may 
reduce their control rights and patronising 
powers. Similarly, they may have lower 
incentive in privatising or increasing the 


autonomy of the public sector firms which 
may reduce their patronising powers, unless, 
of course, there ate heavy pay-offs involved 
in the privatisation itself (a one shot gain). 
These vaguely defined control rights could 
result in under-investment by the private 
agents with a fear of politicians npd 
government agents twisting these rules for 
extracting rents. 

High transaction costs of enforcing 
propetty rights can lead to under-utilisation 
of capacity and scarcity of goods and 
services. This can be illustrated in the Indian 
context by the consequences of the rent 
control act in several urban areas. Under the 
existing rent control act, it is literally 
impassible for a landlord who gets into a 
contract with a tenant for its leasing for a 
particular period of time, to enforce the 
contract and make the tenant vacate the 
hou.se after the completion of the specified 
time period. This gives a disincentive for 
a landlord to give his/her house for rent. 

It appears there arc about more than 206.000 
constructed flats remaining vacant anfl 
locked up in Bombay alone. In other worm 
the poor control rights have caused under¬ 
utilisation of capacity and scarcity of rentable 
flats to potential tenants. This, in turn, 
reduces the bargaining strength of people 
looking tor rented accommodation in 
contract formulation with landlords who 
put their apartments up lor rent. Bombay’s 
real estate prices are one of the highest in 
the world and at the same time one sees mest 
underdeveloped real estate in the middle of 
the city which implies under-investment. 
While cities like Kaula Lumpur and 
Singapore keep modernising and developing 
into morccfiicient urban stnicturcs, Bombay 
appears to be trapped into low development 
owing to the poor control rights. 

IV 

Inequitable Outcomes of Market 
Reforms and Institutions 

It is generally well accepted that the 
structural adjustment policies which require 
significant reduction in government 
expenditure, exchange rate adjustments 
(which change relative prices of food and 
manufactured goods) and labour market 
reforms cause highly inequitable outcomes 
in the short run. Ilierc have been a few 
studies in India which have shown that 
since the reforms have been implemented, 
unemployment and poverty levels have gone 
up [Tendulkar and Jain 1995]. A Starting 
observation for this issue of inequitable 
outcomes of market reforms is that maricet 
reforms benefit those who can participate 
in the market. There could be a section of 
people who cannot participate in the marker 
under the existing institutional conditionip 
which cause higher market transaction costs 
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to ceruun grouj^. Given the ex post 
institutions and inequitable distribution of 
assets, the present approach to reforms may 
not only exclude but also restrain a section 
of die people fromparticipatingin the market 
effectively. For example, since the reforms 
Jiave been undertaken the stock market 
^activity is becoming increasingly 
concentrated and non-competitive, serving 
the bigger and established interests [Bhole 
199S].This means small invcstors will find 
it increasingly difficult to participate in the 
market. Similarly, an illiterate person who 
cannot receive and process information 
efficiently finds it difflcull to participate in 
the modem markets. It may also erode 
bargaining strength of a section of people 
in formulation of contracts. For example, 
the labour market reforms may increase the 
number of unorganised labour. In the 
absence of a minimum social .security net, 
it erodes even the minimum bargaining 
strength of unorganised labour in 
formulating employment contracts. These 
outcomes have a cumulative effect because 
1). market reforms under the presence of sub- 
optimal institutions causes concentration of 
market power and this, in turn, may thwart 
emergence of right institutions. 

A major part of the structural adjustment 
deal is the labour market reforms. Although 
one talks of labour market controls as being 
very stringent in India, quite a large number 
of firms (in the textile industry) are able to 
close and retrench labour without much 
difficulty as the approach of the reforms to 
labour markets has been highly vague and 
ad hoc [Anant and Goswami 1995). The 
laws that were made to protect labour rights 
worked against them leading to lockouts by 
firms in textile industry and unemployment 
of labour. This type of perverse result of 
, institutional failures on the labour market 
front is illustrated in the .study by Anant and 
Goswami (199S). They ob.scrvc that except 
in a few states in India, there is no widespread 
evidence of labour presenting insuperable 
hurdles to private sector restructuring. 
Refusal on the part of state governments to 
terminate permanent workers (with due 
compensatory packages) led to several (sick) 
textile mills to declare locknuts in Bombay 
and Ahmedabad which means thou.sands of 
workers have been deprived of their terminal 
benefils'and arrears. This, in turn, reduced 
these workers almost to destitution. The.se 
illegally laid off workers cannot even avail 
of the government’s Textile Workers' 
Rehabilitation Fund. Between 1983 and 
1994. 50.000-odd workers lost their jobs 
because of the closure of privately owned 
textile mills in Ahmedabad alone. Most of 
these workers failed to receive due benefits. 
The instrumentalities adopted by the Texti le 
Labour Association to get compensation or 
alternative employment for these workers 


have'been largely ineffeetive [R^oy 
Chowdhury 199SI.Itisextreinelyimpoftant 
on the part of the government to reduce 
these costs by strengthening the 
organisations that facilitate collective 
bargaining and restructuring of labour 
markets which has not been a priority on 
the part of the Indian policy-makers so far. 
The worst side of the story is the increase 
in the unorganisation of labour while the 
public distribution system (PDS) of food 
has been weakened by the approach of the 
policy reforms. The reduction in the 
budgetary allocation to the PDS under the 
structural adjustment cau.sed not only 
weakening of the system organisationally 
but also narrowing of the gap between the 
open market price and the price charged for 
supplies through PDS. 

On the institutional front one of the major 
issues is targeting the poor by the PDS. A 
few studies have shown that a larger share 
of the benefits from the PDS accrues to the 
upper income groups. The poor both in the 
rural and urban areas depended on the open 
market for a large share of their foodgrains 
purchases than the PDS (George 1996]. On 
the organisational front, it should reduce 
leakage and effectively target the supply of 
basic goods to the poor identifying the target 
group and issuing the entitlements. For 
example, in Andra Pradesh the two rupee 
lice scheme by the state government has 
been effect! vely i mplemented by increasing 
the operational efficiency in identifying the 
target group and issuing the entitlements 
cards.' The ability of the target group to be 
able to utilise the entitlements requires 
institutional conditions of transparency in 
the rights and accountability of the public 
agents. As mentioned before, the ability of 
the poor to utilise the public goods can 
increase through increased awareness which 
can be achieved through universal primary 
education and also decentralisation of 
government machinery. 

• 

V 

Development State and Institutions 

One of the questions under this issue is 
whetherthe required institutional conditions 
for an efficient functioning of a free market 
economy (under a neutral state) are any 
different for a development state that takes 
up the role of correcting market failures for 
achieving economic growth. One can argue 
that if all the necessary institutional 
conditions which minimise transaction costs 
and informational asymmetry exist, Arrow- 
Debru general equilibrium conditions may 
be consistent with the notion of growth as 
they may facilitate efficient inter-temporal 
allocation of resources which is the crux 
issue of economic growth. But the germane 
point is as Frank Hahn (1984:136) observes 


“.'.'.that a myd^ of fetr 

to themselves will lead to coherent 
disposition of economic resources. Anew 
and Debrue show what the world would 
have to be like if the claim is to be true. 
In doing this they provide the most potent 
avenue to falsification of the claims.” The 
absence of the necessary conditions for effi¬ 
cient functioning of free markets is generally 
accepted to be dominant in developing 
economies leading to market failures in 
(inter-temporal) resource allocation. 

During the last few decades we have 
contrasting stories of development sutes of 
South Korea, Taiwan performing a good job 
and others such as India and Latin American 
countries performing relatively pooriy. One 
explanation put forward is that the costa of 
government failure in correcting market 
failures in the latter countries has been more 
dominant than costs of market failures (Dana 
Chauduri 1990]. The govemmentfailurecan 
be viewed as an institutional failure in terms 
of vested interest groups cajMuring the policy 
and using it for group interests trapping the 
countries into zero sum politics. This type 
of institutional failures leading to inefficient 
economic outcomes could very well take 
place under a free market eeonomy. At 
mentioned before, for efficient functirming 
of free market economies, the government 
has to provide an effective rule governed 
environment. It has to play an effective 
economic regulatoiy rolelike implementation 
of competition policy and undertake 
provision of pubi ic goods, etc. In the absence 
of effective institutional conditions, these 
organisations can be captured by powerful 
ve.sted interest groups. In other words, one 
has to get the minimum institutional 
conditions right for the efficient functioning 
of a free market economy. In the presence 
of effective institutional conditions in terms 
of high accountability of government agents 
and transparency of information, etc, 
government playing an additional role of 
correcting market failures may be a matter 
of increasing the organisational component 
and scope; collecting and processing 
information and makingitavailable to private 
agents, facilitating investmoit into those 
sectors where pri vate investment fails to take 
place owing to lack of inter-temporal 
information, etc. This role of conecting 
market failures by collecting and processing 
information from the world market conditions 
and using it for channelling both public 
sector and private investment can be easily 
seen from the Japanese and South Korean 
experience (Pack and Westphal 1986. 
Amsden 1989]. 

To elaborate on this issue of higher 
organisational scope fora development slate, 
let us assume that both the public and private 
agents have (he same ability to proceu 
information and make rational dttisions 
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of tradition has helped us 
create our strength in Asia. 



In 1826 WE OPENED AN OFCICE IN lAKARTA TOOAi WE SERVE OUR CUSTOMERS FROM 45 OFFICES IN 16 COUNTRIES THROUGHOUT THE ASIA PM3FIC 
REGION AND FURTHER SUPPORT THEM WITH 62,181 PEOPLE. IN 1656 OFFICES, IN MORE THAN 300 CITIES, IN 65 COUNTRIES WORLDWIDE 
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and there is nomoral hazard problem (owing 
to high accountability). In other words, one 
relevant question is whether increasing the 
organisational content and scope of the job 
of government agents (more than a 
regulatory role and provision of a few public 
%oods) will increase chances of moral hazard 
problems. If it does not, the issue will be 
mainly the slate's ability to invc.st capital 
in its additional jobs and capabilities in 
terms of identifying specific sectors for 
promotion and building networks between 
the private capital and the government as 
ob.scrved in the ca.se of South Korea. The 
ability of the government agents collecting 
information might be more than private 
agents operating individually because the 
public goods nature of information may 
make a private agent refrain form invc.sting 
largecapital in thecoliection of information. 
An example is the Taiwanese government 
collecting, processing and passing on the 
information about the world market 
conditions for hundreds of small prooucers 
^for facilitating exports." Similarly, the 
Japanese and South Korean ministries in 
the i95Us and 1960s were able to process 
the world market signals and identify the 
electronics and automobiles industries to be 
the dominant future industries and guide 
private and public investment into these 
sectors through selective policy intervention. 
In other words, the development states of 
South Korea and Japan were able to play 
an entrepreneurial role. 

Evans’ (t99S)comparativestudyof South 
Korea, India and Brazil with regard to .state 
involvement in the development of the 
information technology industry shows how 
Indian and Brazilian governments’ 
organisational efforts or abilities fell short 
I of making the industry internationally 
competitive in comparison to their 
counterpart tn South Korea. In all the three 
countries, the birth of this industry in the 
1960s took place because of government 
intervention. In the 1960s no private 
entrepreneur could even see the potential 
of this industry in a developing country. 
The indigenous entrepreneurs could not even 
think of competing with the internationally 
dominant firms such as IBM and ICL. The 
government initiatives in supporting private 
investmentandalsopublicscctorinvcstment 
(Bharat Electronics in India) led to the birth 
of the industry which grew into a .significant 
one by the 1980s and 1990s. The Indian and 
Brazilian industry could not achieve the 
same success as the South Korean one which 
became a world leader in semi-conductois. 
Evans attributes this failure of Indian 
government to lack of capital and resources 
to nurture the industry continuously while 
South Korean government did this by 
investing adequate amount of capital in a 
targeted and systematic way and building 


up a good network between the government 
ami private producers. In mher words. South 
Korean government was able to use the 
capital and resources available to it in a very 
selective and targeted manner with lesser 
controls on the private producers while 
Indian government by taking up pervasive 
economic role used it in a highly diffused 
manner. The larger controls and pervasive 
intervention by the Indian government might 
have also caused high costs of leakage and 
rent seeking owing to existing institutional 
inadequacies. The germane question is 
whether this larger (organisational) tasks of 
the government caused increase in the 
probability of institutional failures. 

The crux of the issue from the above 
discussion, to repeat, is that fora free market 
economy to function efficiently one has to 
gel institutional conditions right: the 
regulatory institutions and the public 
organisations that provide public goods have 
to function with minimum moral hazard 
outcomes (high accountability) and 
opportunistic behaviour on the part of public 
agents. Once wc get these institutional con¬ 
ditions right, the government can play an 
effective role in correcting market failure for 
growth through selective policy intervention 
by increasing its organisational scope. 

VI 

Conclusion 

Efficient functioning of free market 
economies require strong underlying 
in.stitution$. It is a misnomer to say a free 
market economy implies that there is no 
government control on the economic activity 
of private agents. The advanced market 
economies function on the basis of effective 
regulatory organisations that implement 
competition policy and provide public goods 
through contracts with private agents. 
Efficient enforcement of these policies 
require strong institutional conditions. 
Institutions, uhlike organisations, have to 
evolvelhroughtime and cannot be engineered 
at will. This paper has pointed out .some of 
thccostsofin.stitutionalfailuresinthe context 
of market reforms m India. The policy role 
is all the more important in minimising these 
short run costs and setting the right initial 
conditions for the effleient evolution of 
institutions. If the policy docs not take up 
these tasks, the emergence of right 
institutions can be thwarted by the market 
reforms cau.si ng increase in the concentration 
of market power and by the emergence of 
wrong institutions (like the organised tTutfia 
enforcing legal or illegal property rights). 

It has been found that since the industrial 
policy reforms have been implemented 
industrial concentration is increasing in a 
few industries [Patibandia 1997a]. Increase 
in industrial concentration under the 


presence of high contestability of markett 
and presence of an effective competition 
policy is not harmful. Unfortunately, these 
necessary conditions do not exist in the 
Indian economy at present. As discussed 
in this paper, the more important aspect of 
implementingacompetition policy is getting 
the institutional conditions right rather than 
just setting up of organisations with defined 
rules and regulations. 

One of the initial conditions that can 
be set by the policy are increasing de¬ 
centralisation of government bureaucracy, 
increasing transparency of information and 
investing in universal primary education. 
Decentralisation could increase social 
interaction between the public agents and 
the public and increa.se accountability by 
reducing opportunistic behaviourof govern¬ 
ment servants and also by increasing the 
transparency of defined rights. Piecemeal 
approach to the policy, which has been the 
main feature of Indian policies, in setting 
the initial conditions may not be effective. 
For example, decentralisation combined 
with increase in primary education could 
enhance the ability of the weaker sections 
to participate in the market more efficiently 
by reducing the transaction costs and 
informational asymmetry across economic 
agents. Furthdfmore,unregulated or reckless 
introduction of private capital into the use 
of certain common pool resources could 
destroy thegoodinstitutionsof co-operation 
and lead to misutilisation of these resources. 

This paper has also raised the issue that 
once we get the minimum institutional 
conditions for efficient functioning of a 
market economy right, the government 
playing an additional role of correcting 
market failures might be a matter of 
increasing the organisational scope in a 
very selective manner. 

Notes 

[The research for this paper is supponed by a 
grant from Indian Institute of Management, 
Ahmedabad.) 

1 The recent budget of the finance ministry 
demonstrates how myopic the approach to the 
reforms has been in India. The tax concessions 
given to the capital markets are not able to 
revive the markets because the problems ore 
fundamental in terms of instituiioruil failures. 

2 About year ago the following quote appeared 
in one of the Indian news papers. A rnkshaw 
puller in Lucknow was supposed to have 
observed, “ This minister who could not build 
a house for himself despite being in power 
for the last five years, what can he possibly 
do for us?" Under zero sum game politics, 
the political performance of a minisrer could 
be in terms of gettii^ bigger piece of the pie 
under inter-group conflicts. 

Market reforms imply lesser role of 
government intervention which means 
reduced power of politicians and bureaucrats. 
Irrespective policy changes on paper, the 
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traditions that gave high degree of power and 
status to bureaucrats from top to bottom will 
restrain the change in their attitudes. 

.1 The average rate of profit of the Indian 
corporate sector have been observed to be 30 
per cent while it is only 4 per cent for South 
Korean firms. Sec World Bank, 1989. 

4 When llie rules are vaguely defined, they 
could be manipulated both by the public and 
pnvalc agents It has been observed that nio.sl 
Indian corporate sector fimis arc zero tax 
paying As the corporate tax laws have 
loopholes, the organised corporate sector 
manipulates them to avoid taxes. 

5 The Hnance ministry officials and the media 
have been condemning the state governments 
of Andra Pradesh and 1'amil Nadu (or 
implementing populist iiwasurcs like mid¬ 
day meal schemes and subsided food 
allocation schemes lorthe poor, etc But these 
stales have been doing extremely well in 
terms of improving upon the devclupinenl 
indices. 

6 On the other hand there is the example of 
Italian indusinal districts in which groups of 
small firms have been able to collect 
information and use it as a collective activity. 
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SAP: Issues and Conditionalities 

A Global Review 

Biplab Dasgupta 

This paper attempts to show that the structural adjustment programme formulated by the Rretton Woods 
organisations that are controlled by the seven richest countries in the world operates exclusively in the less 
developed countries. How far and to what extent has the adjustment package been introduced to rescue the 
international banking .system facing bankruptcy in the aftermath of the second oil crisis and the debt crisis and/or 
to find markets for the MNCs of US origin in view of the nia.ssive balance of trade deficit that country is incurring 
every year? The author examines IMh and World Bank conditionalities and reviews the experience of countries 
which have implemented structural adjustment programmes. 


I 

Introduction 

WHEN in 1991 ilie Indian government 
accepted structural adjustment loans from 
the IMF and the World Rank, it is doubtliil 
u^heihcr the policy-mnkcrs took into 
account tne global experience with adjust¬ 
ment since I9S(), when it is was first 
introduced. This paper is not on the Indian 
experience wiili structural adjusimcnt. It is 
an attempt to identity the main issues and 
to summarise the global experience w>th 
structural adjustment over a period of nearly 
17 years 

In Section 11. we liwifc at the changing role 
of World Bank and IMF. the two Rretton 
Woods institutions that have been 
instrumental in the formulation and 
monitoring of impleincntaiion of this policy 
package at the global level. Wc ask the 
question: what promptedthe.se organisations 
to introduce this package, and whether any 
motive other than doing good for the poor 
uiuntries dominated their thinking and ac tion. 
Section III looks at the genesis of structuial 
adjustment, how it was originally conceived 
and how its character t !.angcd by 19K0. In 
Section IV we examine the conditionalities 
imposed by the Bretton Woods twins, and 
the manner in which the iierformancc of a 
country under structural adjustment is 
monitored. Section V looks at the major 
conscqucnccsofihispackage forthe rwipient 
countries, including tlio.se on GDP, trade, 
industry, agriculture, public enterprises, 
macro-economic management and their 
social dimension. InSectioii VI wc bring the 
major conclusions together. 

II 

Fund and Bank 

In this discussion on structural adjustment 
wc begin with an examination of the evolution 
of the role of the International Monetary 
jpund (IMF. simply Fund) and World Bank 
(IBRD.Mmpiy Rank), the'.wo Bretton Woods 
organisationsrcsponsible forthe formulation 
and implementation of the structural 


adjustment package. To make life easier, in 
this paper, the stabilisation programme of 
IMF will be treated as a part of the structural 
adjustment package, though, at a formal 
level, these two organisations prescribe 
somewhat different policies. 

Kcyncs’ Prohosals ano Finm. Oiitcomu 
OH BkhTrON Wooos 

In his original proposals to the Bretton 
Woods f’onference in 1944. Keynes sought 
the cstabiishmctit of three .separate intcr- 
nutional institutions to serve three specific 
objectives. First, a ceiural bank of central 
bunks, with itsowncuiTcncy (named bancor) 
to help ease the balance of payment 
dilficultics of the membci countries. This 
bank, contrary to the current practice, was 
to penali.se countries holding trade surplus, 
with a global tax of 1 per cent per month, 
on the ground that they were keeping the 
world effective demand low by their under¬ 
purchase of goods produced by other 
countries. The proceeds of such global 
taxation was to be utilised for international 
biiftcr stock operations in primary goods. 
Second, a fund lor the economic 
reconstruction of war-devastated Eurofie. 
Third, an International Trade Organisation 
(Il'O), which would maintain and operate 
this buffer stock of primary goods, in order 
to stabilise their prices. Tlic huficr slock 
operation was supposed to be anti-cyclical; 

I ro making purchases when the world prices 
were low and selling when the pricesbecame 
high. 

The final outcome of the deliberations of 
the Bretton Woods Conl crence, where along 
with Keynes, White, repre.senting the US, 
also played an iiiipoitanl role, was somewhat 
different from these proposals. The fund that 
was established resembled Keynes’ bank hut 
without some of his pi oposed features, while 
the bank approximated the fund in the 
Keynesian schemeofthings.Thcdifferenccs 
were not merely in the nomenclature. No 
common world currency was floated by 1MF 
and, in contrast with the Keynesian view, 
the deficit countries were now penalised as 


if they alone weic responsible for their trade 
deficits. World Bank never had to engage 
in the task assigned to it by the Conference; 
Fluropean reconstruction was carried out by 
the U.S-sponsored Marshall Plan. ITO was 
never born because of US opposition, though 
Its charter was drawn and other formalities 
were completed. 

It is important to remember, in the context 
of our own discussion and also of the role 
the Bretton Woods twins came to play in 
later years, that, in the original conceptions 
ot Keynes and Wfiitc, the development of 
the less developed countries was not on the 
agenda. Both the twins were to operate, 
nearly exclusively, in ili> interest of the 
developed countries aloii.- Though India 
and one or two othci "Ionics were 
represented in the Bretton Wm kK Conference 
that was only to provide the British 
govemment with .some supporting voice. 
The word ‘development’ associated with the 
name of IBRD was an afterthought as the 
tusk of reconstmciion was not required to 
be performed, and did not really mean 
‘development’ in the sense we mean the 
term today. If Keynes was advocating a 
buffer slock of primary gmids that was 
only becausethe.se wcrcollcnadcstabilising 
factor in the world market and affected 
industrial giowth in the developed capitalist 
countries. 

CiiANOE-s III- TO 1980: Abanoonmlnt of 
Goi.d Sianpard and Oil. Crises 

In the coui sc of the following five decades 
both of the organisations underwent 
significant transformation in the scope and 
manncrufilicirfiinctioning Whilcthc Soviet 
Union and its allies purtici paled in the Bretton 
Wood Conicrcnce, they opted out of both 
with the onset of the cold war following the 
conclusion of the second world war. This, 
plus the fact that the voting power in tho.se 
was linked wiihihe contributions or ‘quotas’ 
of the members, brought the twins under the 
clear domination of the rich, western countries 
and gave those a pro-market and anti-state 
intervention focus. 
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Despite (heir sharing a common 
philosophy, the twins dilTered in the scope 
and time span or their programmes. IMF's 
main role was as the guardian of (he gold 
standard u nder which the value of a country’s 
currency was denned in tcnns of gold. 
Countries facing imbalances in (heir external 
account usually sought IMF’s financial 
support to tide over temporary dilficulties. 
If the imbalances persisted and retlcctcd a 
fundamental disequilibrium, the IMF 
prescription was for devaluation - to 
encourage exports at a cheaper price and to 
discourage imports now available at a higher 
price. In both cases, the time span was short 
and the medicine was expected to work 
immediately. I'hc organisation’s brief was 
specific and well defined. From the early 
days conditionalities had been a part ol IMF 
loans, but these were few and not rigorously 
enforced. Thcconditionalities wercoriented 
towards improving macro-economic 
management and operated from the demand 
side. 

Those seeking long-term ftiiancial support 
went to World Bank, which acted as an 
international banker, assessed the viability 
of a project in terms ot its capability of 
repaying the loan with interest and offered 
loans on the basis of guarantees provided 
by the governments. While IMF was 
concerned with macro-economic 
management and operated on the demand 
side. World Bank’s concern was micro, 
project-based lending. In itscountry reviews. 
World Bank’s approach was supply side 
oriented, and it urged the governments ‘to 
gel the prices right’, to make the private 
sectors the main actors in the economic .scene, 
and to reduce the role ol the state in the 
economy to the minimum. 

Over the past two to three decades, both 
have undergone iin(X)rtanl changes. With 
the abandonincril of the gold standard and 
the floating of currencies in 1971, IMF’s role 
as superviser of gold standard was over. Its 
role as a world body also declined, as the 
rich countries found other ways of funding 
their deficits, e g. from the global capital 
market. I'hc last occasion when a rich country 
took an IMFIoan was mure than two decades 
ago when, in 1975, UK and Italy were loanees. 
.Since then, IMF’s activities have remained 
exclusively confined to the less developed 
countries (Bird 1993:5]. Though IMP 
regularly publishes world surveys, etc, it 
plays no global surveillance role in the world 
economy and it carries no inlliicncc with the 
richcountryguvcninicii(s|Killick 1983; !09|. 
Keynes’ expectation that about half of world’s 
imports would be backed by IMF funding 
was never matcrinli.scd; the current level of 
IMF support covers only about 2 per cent 
of world imports. 

World Bank too now operates exclusively 
in the less developed countries. With the 


emergence of an integrated global capital 
market, backed by modem means of com¬ 
munication. rich countries with good credit 
ratings face no difficulty in mobilising 
required funding from that source. Only 
countries with low credit rating, having no 
other source ol funding, now come to World 
Bank as lender of the last rc.sort. The Bank 
also operates a soft loan window through 
International Development Agency, which 
offers loan at a low, subsidi.sed rate, but, both 
the quantum of loan offered through IDA 
and the category of recipients arc clearly 
defined lWilliam.son 1983: 609J. 

Fund-Bank Ascendance over 
United Nations 

While their role as international organi¬ 
sations has diminished, with the dissolution 
of the gold standard and the emergence of 
u w^ll integrated global capital market, their 
importance has grown more than propor¬ 
tionately in the economic lilc of the less 
developed countries. The conditionalities 
accompanying their loans now shape the 
economic policies of the recipient countries. 
At the same time, the poor, borrowing 
countries, more numerous than the rich 
countries, have virtually no inlluencc over 
the decision-making process of these 
international bodies. In their charters these 
were recognised as international institutions 
affiliated to the United Nations, and it was 
expected that their reports would regularly 
go to the Economic and Social Council of 
the United Nations (Ecosoc) and their heads 
would attend the meeting of Ecosik'. The 
latter, rather than either ol the twins, was 
supposed to be the agency co-ordinating the 
economic activities of the nations, and was 
to play a role in the world economy that was 
parallel to the role of the Security Council 
ill political and military affairs. In practice, 
neither World Bank nor IMF ever played this 
subordinate role v«-«-vi.v Ecosoc. and in 
time came to loom much larger than the 
latter. One major reason for this was that, 
with the beginning of the cold war, the rich 
countries played down the role of the Ecosoc 
and patronised World Bank and IMF. While 
Ecosoc was perennially short of funds, the 
twins were generously funded by the rich 
western countries. 

One reison for the western preference for 
World Bank and IMF. over Eco.soc, was its 
decision-making procedure. Unlike the 
United Nations, where every country big or 
small has one vote, in case of these two the 
voting IS linked with their contributions to 
the initial fund, which again is linked with 
the si^c of their GDPs. Over the past five 
decades the ‘quotas' for various countries 
have been revised, each revision raising the 
share of the rich countries. Such revisions 
were not usually si mply based on key national 
and international economic variables, and 


rellected the bargaining strength of various 
countries and groups of countries in the 
executive bodies of those organisations (Bird 
1992:24). At present the G-7 countries (the 
US, the UK,France,Germany.Canada, Italy 
and Japan) account for roughly half the 
voting power and virtually control the OrgSi 
nisation. Based on an informal arrangement, 
from which the less developed countries are 
excluded, the presidentship of World Bank 
and the post of managing director are rotated 
between the United States and Europe. 

Further, these two agencies operate in 
close understanding with each other, each 
taking a rcprc.sentati ve of the other in its own 
country missions and both work together 
with the country concerned to produce what 
is known as the Policy Framework Paper 
(PFP) which forms the basis of support given 
by cither. As the saying goes, IMF prepares 
the draft of FT'P. World Bank concurs and 
the country concerned signs (Killick 
1992a:23 J. The relationship between the two 
is governed by periodic concordats, e g, 
those of 1966 and 1989, that delineate thei.. 
rc.spcctive jurisdiction, e g. IMF leading ow' 
exchange rates, balance of payment problems 
and restrictive trade systems, while World 
Bank leading on development, riiian''ial 
institutions and capital markets (Mosley ct 
al 1991 ;36,53|. The regular meetings of the 
development committee, involving senior 
oflicials of the two organisations and 
ministers of member countries, is a forum 
where common issues are raised, di.scu.s.sed 
and resolved. 

While they were set up to perform two 
distinct tusks, over time, they have come 
closer in their mode of functioning and 
treatment of issues. IMF, which was suppo.scd 
to be concerned with short-term remedies to 
balance of payment difficulties, is offering 
len-ycartcrm Extended Fund Facilities (EFT) 
since 1974. and structural adjustment loans 
since 1986. while World Bank, specialising 
in micro issues, has now graduated from 
project-based lending to policy-based 
programme and sectoral lending, and. 
through its structural adjustment loans, is 
taking a close interest in macro-economic 
management (Killick 1992a; 17; Mosley et 
al 1991:37). “Thus, the former distinctions 
between the roles of the Fund and the Bank 
- macro versus micro, demand versus supply, 
adjustment versus development, financial 
versus real, programme versus project loans, 
short term versus long term - have been 
severely eroded” (Williamson 1983:619], 
There is, however, an understandingthat, for 
a country, structural adjustment would be 
preceded by a stabilisation package under 
IMF umbiclla (Mosley ct al 1991:56], 

When structural adjustment was introduced 
by World Bank, making a complete brea|[, 
with narrow, project-based lending, thd' 
argument advanced in support of such change 
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was in leans of fungabtlity. Hiat is. such 
project-based loans were often spent on 
activities that the goveoimcnls would have 
undertaken in any case with their own money 
even without Bank lending, and (he Bank 
provision for this only allowed the country 
ftnKcrncd to spend on other activities that 
were not always in accordance with World 
Bank priorities. Further, the task of project 
assessment was made difficult by the 
divergence of internal prices from their 
scarcity values or world prices. In this 
situation, the argument went, it was ncccs.sary 
to have an overall view of the country's 
economy and to inllucncc its overall policy 
direction [Mosley cl al 1991:29-301. 

To summarise the discussion so far. hcic 
we have two rich country-controlled 
institutions that arc exclusively operating in 
the pour countries. In some instances the 
Fund-Bank teams visiting a country involve 
themselves in the details of budget-making, 
even going to the extent ol "analysing the 
budget line by line", to implement the cut 
^in government expenditure [Killick 
1992a:! 9-201. Thcquc.stion, naturally, arises 
with whatobjccliveslhescinstitutionsupcratc 
in less developed countries? To put it in 
another way. iii the context ot this study and 
also of The New Political Economy (NPE), 
what is the political economy of structural 
adjustment? There can be three possible 
answers to this : 

(a) in their operation they are inspired by 
the concern lor the well-being of the le.ss 
developed countries, or by a strong ideo¬ 
logical commitment to free market because 
of their belief that it is good for the mankind: 

( b) their actions in the less developed 
countries, motivated by rational self- 
interested behaviour, further the economic 
^ (and may he also political) interests of the 
' rich countries; 

(c) the interests of the two - (he rich and 
(he poor countries - converge, and, therefore, 
while acting in the interests of the rich 
countries, their policies also benefit the poor 
ones. 

Of these three, (a) would be iacconcilabic 
with NPE. with its emphasis on .self-interest 
as the motivating force, that provides the 
theoretical basis for .structutal adjustment 
[Olson 1982; Dasgupta lf'97b]. And (c) 
appears improbable given the known 
contradictions of interest between the two 
sets of countries on a wide lange of issues. 
But if one accepts, for the .sake of argument, 
that, in the long run, their interests are 
compatible, the fact would remain (hat, even 
in that situation, the seif interest of the rich 
countries would be paramount, and its 
convergence with that of the poor countries 
would be a matter of coincidence. By all 
I accounts, (b) would come closest to NPE. 

In the past, the behaviour of these two 
institutions had been consistent with (b) 


Generally speaking, the interests of Fund- 
Bank management regarding acountry com¬ 
plemented the cold war requirements of the 
west [Bird 1993:22; Stiles; Lancaster: 1991; 
Killick 1992a: 2S).Therehadbeen numerous 
examples of a hardened attitude on the part 
of thc.se two institutions towards countries 
not favoured by (he west (c g. Chile under 
Allendc or Ghana under Nkrumah). The 
hostile attitude changed dramatically after 
those regimes were toppled and were replaced 
by a pro-US government c g, Chile under 
Pinochet, or Ghana under Busia. Soviet 
Union under Gorbachev was denied loan, 
and was told by G-7 leaders that more 
important than money was good policy, but 
a more generous approach was adopted when 
Soviet Union disintegrated, and Yeltsin took 
over the reins of Russia. The latter was 
promised a loan of $40 billion on the eve 
of a cnicial election for (he presidency. 
Similarly, a massive loan package was put 
together for Mexico in a m.atter of days, 
something that is unlikely to be done fur 
India unless its foreign policy changes. The 
Fund-Bank attitude towards (he rich and the 
poor countries is explicitly usyminetricul, as 
also th.at bet wcenicft-leaning and other deficit 
states [Killick I992a-6J. 

Ill 

Structural Adju.stment: The Gcncsi.s 

Oil. Crisls or Tiift 1970s 

Structural Adjustment ProgramincISAP), 
as a loan package, was introduced by World 
Bank in 1980, and IMF began offering 
structural adju.slmeiit loans from 1986. 
However, to understand how this programme 
came into being, we need to go back to (he 
1970.S. The decade of the 1970s was one of 
massive economic upheavals, prompted by 
two oil crises - in 1973 iind in 1979-80. The 
sudden and steep rise in oil prices created, 
on one hand, an unforeseen opportuntly for 
gruwthforagroupol less developed countries 
exporting oil, and on the other, at least for 
while, a feeling of despair in the west, as 
it was going to involve a massive outllow 
of resources from the rich countries located 
in that part of the globe. 

The oil exporting countries led by OPEC 
were wholeheartedly supported by the other 
less developed countries (‘Nopccs’. to use 
the terminology of Hans Singer) on (he basis 
of two major expectations: (a) that it would 
make potisiblc for other groups of pnmary 
piflducing and exporting countries - 
specialising in copper, bauxite, jute. tea. etc 
- to bring about similar reversal of terms of 
trade through co'Icctive action, and (b) (hat 
a substantial part of (he resource flow into 
OPEC would become available to them in 
the form of cheap loan. However, as it turned 
nut, the OPEC mtxlel was not amenable to 
casyreplication.asthcothcr primary products 


were more easily sub.stitutable and lack of 
contiguity and political-cultural cohesion 
made collective action politically infeasible. 
On the other hand, while (he OPEC-led oil 
exporting countries amassed enormous 
wealth, and within a short time, the last thing 
they wanted was to di.ssipate it in the form 
of aid to less developed cmmtncs. 

Ifthesciwosctsoficssdcvelupcd countries 
had agreed to work on the basis of a common 
understanding, the problems of both could 
have been solved, perhaps at the cost of the 
developed west, by transferring the surplus 
invcstible fund from the formertothccapital- 
starving le-ss developed countries of the south. 
That was not to be. mainly because of the 
political economy of these oil-rich tiny 
kingdoms, dependent as their ruling elites 
were, for (heir political survival, on the 
military might of the west. The ‘pctro-dullar' 
was recycled hack to the west, much to the 
relief of their economic managers, mure 
specifically In the international banks located 
in the west [Mosley ct al 1W1:6-71, while 
the oil-consuming countries (Nopccs) faced 
a severe balance of payment crisisnnly partly 
mitigated by a special IMF facility set up 
lor compensatory and contingency purposes. 

This, again, created a new situation: the 
international banks were now flush with 
funds and were,willing to lend to anybody. 
The less developed countries - mainly in 
Africa and Latin America-were now induced 
to borrow from ihc.se banks to ease their 
balance of payment difficulties. Within a 
few years an enormous amount of loan was 
dished out by ihc.se banks, competing with 
one another to find borrowers - to a very 
large number of countries, mostly pour and 
backward, ruled by authoritarian 
governments with virtually no popular 
participation in, or organised opposition to, 
administration - throwing the usual 
conservative banking norms to the wind. 
The loss developed countries, on their part, 
apart from various inducements, prefcacd 
(his source of borrowing: unlike IMF, these 
banks asked few questions and were quick 
with their paper work. Quite a few borrowed 
more than was prudent in view of (he 
precarious conditions of their own 
economies, their crucial dependence on only 
one or two export items with records of 
volatile price fluctuations in the global 
market, and low levels of macro-economic 
management efficiency. 

The bonan/.a lasted only for a few years. 
While lending on a massive scale, the 
international privately owned banks were 
influenced by a herd mentality. Then, as it 
hap|iens with international rinance quite 
regularly, the same banks suddenly woke up, 
began calculating the risks they had taken, 
and became parsimonious with their money. 
This loo reflected their herd mentality as 
they tried to extricate themselves from the 
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less developed countries (Williamson 
1983:615; Bird 1992:6-71. This coincided 
with a slump in the world demand for 
agricultural exports, and their prices, landing 
many of the mono-crop less developed 
countries in serious trouble, ironically, this 
was the time when they needed most to 
borrow from lhe.se banks, but by then the 
traditional conservative attitude of bankers, 
had returned. The international banks, rather 
than extending further loan, operated pro- 
cyclically, wanted their money back with 
interest, and were not willing to take any 
furtherrisk in this volatile financial situation. 
The credit-rating of the less developed 
countries took a nose-dive and further loan 
was denied (Bird 1992; 7|.Tu make things 
worse, the coming to power of monetarist 
regimes in the west, particularly in UK and 
USA, under Margaret Thatcher and Ronald 
Raegan, respcclivciy. resulted in a ri.se in 
interest rates, thus accentuating the debt 
burden. Govemment-to-guvernnient assis¬ 
tance was also curtailed to add to the growing 
burden of the less developed countries. 

The inevitable debt crisis that lollowed, 
beginning with public proclamation of 
bankruptcy by Mexico, gravely undermined 
the international banking .sy.stcm, with a 
high and increasing risk of large-scale default 
on the part of the less developed country 
borrowers. This was the timing ot the 
introduction of structural adjustment by 
World Bank. 'Adjustment' was expected to 
bring less developed country tmporls in Itnc 
with thetr dwindling foreign exchange 
earnings from exports and whatever little 
they could get from the outside world in the 
form of as.sistancc (Mosley cl al 1991 ;9|. 
Exports and imports were sought to he equa¬ 
lised. as also domestic revenue and expen¬ 
diture. by constraining demand in the 'stabi¬ 
lisation' .stage and later, through the comple¬ 
mentary Bank package by way of privatisa¬ 
tion and inflow of foreign investment. 

Initially, the ideaof‘structural adjustment' 
was nut meant for the lc.s.s developed countnes 
at all. The objective was to rc.struclurc the 
economy of the OECD countries, the most 
developed countries of the world, following 
oil cri.ses. the emergence of huge deficits in 
the balance of payments of the United States 
and the expected dismantling of multi-fibre 
agreement and the European Steel price ring. 
Only afterwards, the emphasis was changed, 
and the burden of adjustment to the new 
world economic situation, arising from a 
variety of developments in the 7()s, was 
shifted to the nut too broad shoulders of the 
less developed countries. Adjustment got 
priority over other policy objectives such as 
poverty alleviation and redistribution 
[Mosley ct al 1991:22-231. 

The formal, official, motive for launching 
it was to rescue the hard-pressed debtor 
countries, but a less charitable explanation 


lies in its concern for the impending disastra^ 
facing the global banking .system based in 
the west. Under this interpretation, the fund 
that was supplied by IMF, through its 
‘stabilisation programmes’, to the indebted 
less developed countnes. was intended to 
ensure repayment of bank loans, so that the 
grave crisis facing the international banking 
system could be resolved. Structural 
adjustment accompanied debt rescheduling 
under intci national agrcemcnis. by waiving 
a part and stretching the rest over a longer 
period, which further guaranteed repayment 
[Lancaster 1991:33-54). According to United 
Nations Economic Commission for Latin 
America, the debt rc.schcduli ng process under 
the guidance ol the OECD countries was far 
from even-handed, as the cost of the crisis 
was jiasscd on to the debtors [OECD 1992: 
195]. Another study by Overseas Develop¬ 
ment Instituteconcluded; ‘The Fund insisted 
tlia; reciptcntsof Fund loans remaincdcurrcni 
with their commercial debt obligations and 
hence, in some quarters, (was) viewed as a 
debt col lector fur the banks" [Bird 1993; 17). 

I lowcver, such repayment, with the su ppi irt 
ol the Bretton Woods institutions, was 
without any assurance that further loons from 
this .soua'c would be loithcoming. In fact, 
given their low credit rating, it is highly 
unlikely that, tor a long time to come, the 
global banking system would take any notice 
of them as borrowers [Development 
('oinmittee I993b:491. Once in the lap of 
IMF, lew countries have managed to grow 
out of It. The Bank-Fund progi amines, once 
initialed inacountry. as a time-bound measure 
to solve all problems, tend to continue for 
ever. Even if interrupteil lor one rca.son or 
another, external or internal, the country 
reverts back to it after a few ycais, usually 
alter a coup or some other less orderly form 
ol change of guards. The amount olfered at 
a lime has not been adequate to meet the 
balance ol payments and other need:, of the 
countries concerned. Duringthc 19K()s, IMF 
had taken more money back from them 
than it had made available in terms ut new 
loans. “This rai.ses important issues in 
terms of the systemic role of liic IMF as an 
intcrn.atiQn.il financial in.siilution" (Bird 
I993;33-.341. 

The other motive, consistent with rich 
country self-interest, could be the urge to 
imdmark.'ts in the less developed countries, 
particularly for the MNCs based in the US. 
The soaring balance of trade deficits, 
particularly withiapan.Germany andC'hina, 
reaching a dizzy figure of $162 billion in 
1987 impelled these MNCs to look for 
markets elsewhere, particularly in tho.se 
countries where the govemment and the 
competition were weak (Krugman 1991: 
1-3). Finding access to markets in various 
countries became a matter of urgent priority 
in the Uruguay round ol GATT negotiations. 


particularly in the attempts to produce 
standardised global formats for legislation 
on intellectual property rights, investment, 
labour and .so on. in the repeated application 
of Act 301 in the US trade legislation against 
countries reluctant to open up their m<Mets. 
and in the iiscof Voluntary [Export Reslratnts. 
anti-dumping laws and other pressures. 

A measure ol the success, from the point 
of view of the econumiesof the United States 
and some other western countries, is the fact 
that, despite lending by these two agencies, 
there has been a consistent net outflow of 
financial icsourccs from thecountriesofic ra¬ 
ting under structural adjustment programme 
since 1980. Between 1984 and 1^91, the net 
transfci out ol the less developed countries 
amounted to $20 billion per year. IMF net 
lending w.is negative during most of the 80s 
[Development Committee 1992:39; Bird 
1993. 7). 

One decision that could have cased the 
debt Cl ISIS, paiticiilarly in ca.se of the most 
heavily indebted countries in .sub-Saharan 
Aliica, was to expand the supply of Speci'al 
Drawing Rights (SDR) lor this purpose. I,',-' 
the mid-1970s the Fund authorities wished'' 
to make .SDR:-! the principal reserve asset in 
the international monetary system, in view 
nt its cajnial value and liquidity. Howevei, 
after tiiccollapseof the gold standard, reserve 
adequacy was no lunger seen as a relevant 
issue and no fresh .SDR allocation was made 
after 1981. Further, with the demise of the 
gold standard, dollar took over that function 
ol icserve currency. As capital mobility 
peimits settlement of current account im¬ 
balances. tile reserve consiraint has now 
been leplaced by a ciediiwoitlime.ss con¬ 
straint [William.son 1992:87). In recent years, 
with the failure ot the global hanking system 
in meeting balance ot payment Imancing 
requirement, and the low credit rating of the 
less developed countries, agiitn intcrcsi has 
been focu.scd on the possibility of fresh .SDR 
allocations. Such allocation, based on 
membership quotas, was expected to help 
countnes with low credit worthiness but 
without implying a pcrm.incnt real transfer 
of resources. Such allocations were nut to 
be tied to conditions or a fixed repayment 
schedule, and were to stand as a proxy for 
the long run demand to hold international 
rc.scrvcs (Williamson 1992; 91; Bird 1992: 
21). But this proposal was heavily resisted 
by the nch countries us they thought that 
augmcntalion of intem.'itiunal liquidity would 
not be in their interest [Bird 1993: 23). 

IV 

The Package with Conditionalities 

The conditionalities accompanying the 
loans of thc.se two organisations reflect their 
common market-oriented approach, but, as ^ 
wehuvealready noted. whilclMFemphasi.se.s4, 
on demand constraint, the World Bank 
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openlcs on t(ie supply side, and there is a 
broad consensus that the former would 
precede the latter, in the sequencing of 
programmes. Sequencing itself has become 
a major source of controversy inside both 
the organisations, hut that is a different story 
and need not concern us here. 

Policy Fkamlwork Paper and Concept 
OP Ownership 

Both the organisations incorporate the 
conditionalities in the loan package in. a 
particular manner that deserves attention. It 
is never done directly as stipulations in the 
loan agreement itself, to avoid hurting 
national scniimcnts and compromising the 
legitimacy of the recipient country 
governments. The formal loan applications 
are preceded by detailed negotiations between 
the two and the government concerned. In 
the course of the negoiiation various omdi- 
tionalitics are spelt out by the ^•und-Bank 
side and disputes on those arc rcsolvcil. 
Eventually a Policy Framework Paper (PH’) 
IS prepared, formally signed by the country 
concerned, which incorporates these 
conditionalities as policy slaicincnis by the 
government concerned. We have already 
noted that. in case of nearly all the cuuiUncs. 
such PFPs arc drafted by IMF and World 
Bank, but arc presented as the views, 
assessments and policies of the country 
conccined. Once the negotiations are over 
and PFP is drafted, the fonnaliiies. such as 
submi.s.sion of loan application and its 
approval, are earned out very quickly. There 
IS seldom, if ever, any discussion between 
the lending organisation and the applicant 
country between the submission of 
application and its approval, which arc taken 
as mere formalities. 

One reason why .so much care is taken to 
formulate PFPin this particular v/ay is linked 
with the Fund-Bank idea of ownership of 
such programmes. The theory is that the 
success ofa programme is closely correlated 
with the feeling in the country that it was 
developed hy it on its own and without 
outside interference. However, such feeling 
about owning a programme sponsored hy 
either of the twins is qualiticd hy the way 
the Tinancial assistance is dished out. The 
total quantum of loan is usually sliced into 
a number of tranches, eacn spccitlc to a time 
period,.and payment for each tranche is 
conditional on the fulfilment of the 
performance criteria specified for the 
preceding period [Mosley et ai 1991:4S]. In 
case of non-fuirdmcnt of some or all of the 
performance criteria, following discussion 
with the government, the twins usually take 
one of the following positions: (a) the 
performance is on the whole satisfactory, 
despite non-fuirilmcnl of some criteria, and. 
therefore, the fund is released, (b) the fund 
is released, but with a warning, asking the 


guvernment to adhere to Agreed norms if it 
were to receive payments for following 
tranches, (c) the tund is withheld pending 
the fulfilment of conditions., (d) funding lor 
this particular loan programme is allowed 
hut no further loan is going to be considered 
for future, and (c) the programme is .scrapped. 

Whether publicly acknowledged nr not. 
coercion is oficn .ipplicd to make a country 
accept what, in the opinion of the country, 
is nritinitsimerest 1 Killick 1992a: 10; Mosley 
etal 1991:38). Needless tosay.thiscocrcion, 
.an inherent elcincnl in a conditionality 
package, underinines ownership [Killick 
1993:.5|. One Woild Bank, study found 
government ‘ownership’ of adjustment 
package high only in one-liilh of the 
programmes [Killick 1993: I lOj, Some 
studies have coniincntcd on the arrogance 
of the Fund-Bank sialT visiting a country, 
(heir ‘take i( or leave it approach* and the 
‘judgmental nature' ol their reviews ol the 
performance ol that member |(!oopei 
1983:576; Killick! 992a;24-27|. Apart from 
coercion, the weak udminisiratum in most 
less developed countries (ends to fold under 
the pressure of mounting outside 
commitments, and |iermtls them no .sen.se of 
ownership [Killick 1994:11-141. 

Somclimcs a country on itsown anticipates 
those conditional itics, and undertakes policy 
rclornis even belorc ihe formal ncgotiaiion 
with these tunding bodies begins. In some 
cases such policy changes arc iin|R>.scd as 
preconditions by I'lind or Bank lor cnicmig 
into negotiations. This fullilnienl (il 
anticipated I or front-loaded) conditiunalilies 
helps the country concerned to claim that its 
policy cliangcs have not been dictated by the 
lending bodies and have preceded loan 
negotiations [Webb and Shaiiff 1992:82, 
Mosley el al 1991 45). In case of Thailaml, 
half (he conditionalities were implemented 
prior to signing the agrccincnl, as a kind of 
down payment |Sahasakul el al I99I;U)2|. 

Generally spc.'iking, for both World Hank 
and IMF. Ihe package of condiltonulilii:s 
varies according to the quantum of loan 
.sought, the economic position of I he recipient 
country, the purpose tor which ihc loan is 
being asked fur and (he character (political 
and otherwise) ol its government. Tlic larger 
the lu.in. other things remaining the same, 
the greater is the number of conditions and 
Ihc rigour with which it is monitored 
Similarly, the kind ol conditionality imposed 
on sub-Saharan Alrica would hciinihinkahle 
in case of counti ics witli stronger economics 
but with some temporary difficulties, and 
would most certainly not be (nicralcd by 
developed coiinirics [Killick 1993'109| If 
(he government concerned is already 
ideologically and otherwise market-nnented 
in Its approach, the conditionalities arc less 
and the twins tend to take a more lenient 
attitude in cases of violation of norms or 


non-fuinimenl of some critena. If, on the 
other hand, (he lending organisations suspect 
that the government concerned is not basically 
market friendly, thcconditionalities and their 
implementation become harsher. Often 
countries with weak bargaining strength buy 
conditionalities, even though thc.se arc not 
necessarily the countries that na'd reform 
Iron) a Rank point ol view, and even though 
they donot ineun to implcincnt (hose [ Mosley 
ci al 1991:401. Most studies reveal a high 
degree ol slippage m the impicmentutiun, 
largely arising from luck of |M)lilical will 
[Killick 1993; 106). 

Much depends also on Ihe ty|ic ol loan 
sought. In case ol I Mb. a loan is linked as 
a iHTceniagetif the ‘uoia’ ofa member. The 
first credit tranche, equivalent to 25 per cent 
ot Ihc quoiaof the eoiiniry. is made available 
more ca.sily and with fewer conditions, but 
the next three upper credit tranches teach of 
25 per cent), involve more stringent 
conditions. A reserve tranche, equivalent to 
Ihe diilcicnce between its quota and current' 
holding hy ihclMFofitscuncncy.isotlercd 
without conditions and is in fact not treated 
as a loan 

Ihe (’oinpeiisulory and (’oniingcncy 
Financing iMcility (CCFF) lakes care of 
sudden declines m export earnings, c g. 
hceansc ol an adverse movement in terms 
ot trade or .1 .shorlfall in remittances Irnm 
outniigr.inis, or ,i sudden increase in import 
costs, as It happened with oil prices in the 
197()s. Earlier, thconly re(|uiremems for this 
type ol ar^sisiancc were that the change was 
unforeseen, was beyond Ihe control ol (he 
country concerned, and (he suppoit was 
needed I n recent ye.irs such C’CFFassistance 
IS being made available only lor u short 
period and only toeountrics who ha VC agreed 
to a high conditionality IMF programme 
(Killick I992a:l3|. As a con.scquencc, this 
source h.Ls become praclic ally dry. accounting 
foi il mere .$1 billion ihrnughoui the 1980s, 
ami from Biiftcr .Slock Financing Facility 
(BSFI*. a similar lacility) only another 50.50 
billion during this period [Bird 199?; 11|. 
Inconirasl. loan under Structural Adjustment 
Fiicility (SAl-) or its extended vcision 
(ESAF). can letch up to 350 per cent of the 
quota under a ihrcc-ycar arrangement, 
repayment beginning idler fivc-and-a-halt 
years andcnding tn 10 years, the installmcnts 
being paid twice a year. While these loans 
cany a low rate of interest - ot around 0.5 
per cent - the conditionalities accompanying 
tho.se encompass the W'orkitig of Ihc entire 
economy and arc subjected to strict 
monitoring as tranches arc released. 

Generally speaking. IMFeondilionalilics 
prescribe the lollowmg. (a) dcvaluaiion to 
bridge the gap between olficial and market 
cxch.inge lalc ol the currency of the country 
conceined. (b)demand management, mainly 
hy way ol reducing govcriimcin expenditure. 
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ICICI BANK 
IS RANKED AS 
'OPERATIONALLY 
THE SOUNDEST 
BANK.' 

In The Financial Exprcss-BRIS Survey 
covering 86 banks <ipcraiinj; in India, 
ICICI Rank hiis also been ranked as 
'the fastest RtowinR bank' and one of the 
* top five banks overall. 



ICICI Bank 

W* male* banicina * pl«aisur* 

Internal: http://www.icicibank.com E-Mail: ibankit@soochak.ncst.ernet.in 


■a bate braiekaa at: Bangalore, Baroda, CalcuKa. Chandigarh, Chennai (Cenotaph Road. Nungambakliam). Coimbalore, Gurgaon. Hyderabad Jaipur. Kochi, Ludhiana. Mangalore. 
Mumbai (Andheri, Bachbay Reclamation (Falension Counter). Borivli, Mira Road, Nariman Poinl, Poiaaii. New Delhi. Panaji and Pune Opaaiai abaitlf at: Vasai (Mumbai) 
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to reduce domestic effective demand and 
consequent inflationary pressure, and (c) 
reduction of fiscal deficit, as a proportion 
of GDP. below 4 per cent, in phases. Here 
(b) and (c) are compli mentary, as both requ ire 
curtailment qf public expenditure, and both 
tlso help to reduce dome.stic demand for 
imports. Thcobjcctivebehind those measures 
is tobring imports in line withexport earnings 
and to take the steam out of the infiat ionary 
pressure. Devaluation has become virtually 
a compulsory requirement for getting IMF 
assistance since 1983 |Bird 1993:20]. 

One perennial problem with I MFor World 
Bank assistance is that once dependence on 
those begins it seldom ends. One programme 
is followed by another and loanees, in 
particular low income countries, find it 
difficult to disengage themselves from those 
funding bodies. Counting of figures show 
that 21 countries had support for 14 years 
nr more, and Mexico has continuously been 
on the agenda, one programme succeeding 
another, from the beginning of structural 
|;idjustincnt in 1980. There is. thus, strong 
evidence that IMF policies do not allow a 
country to graduate away from their reliance 
on these organisations All Ihese despite the 
idea incorporated in the Articles of 
Agreement ol IMF'lh.ilsiicha.ssistance would 
be temporary and llie tunds would be 
levolving (Bird 1993:12-13|. 

Regression models on the demand for 
IMF loans give inconsistent results with low 
explanatory power, piissioly because of the 
arbitrary nature of assistance decision [Bird 
1993:22-26). Countries suticring from 
balance ot payment problems initially resist 
the ideaof borrowing from IMF with attached 
conditionalities, hut once they have pns.scd 
a threshold, they become Ic.ss resistant to 
^future borrowing I Bird 1993:27]. Iiica.scut 
IMF sponsored structural adjustment 
facilities. IMF conditionalities come very 
close to the World Bank ones, as given 
below IKillick I992a:21-22j. 

WoRLo Bank Condi iionai.itifs 

The conditionalities imposed by World 
Bank tend to be less specific and aim at 
reorienting the incentive structure in tunc 
with a market-centered economy. The three 
main components of Worlu Bank condi¬ 
tionalities jieek to achieve liberalisation, 
privatisation and globalisation, described by 
.some as the LPG model 

Uberalisalion: The core of the idea is that 
economic management should be left to the 
market. The prices determined by the 
interaction of demand and supply forces - 
whether for commodities, labour power, 
capital, land, or foreign exchange - should 
be flexible in either direction and should be 
\ capable ofclearing the market. The resulting 
allocation-ufresourccs.commoditics, labour 
power, foreign currency, etc - would be 


optimal and efficient, while any deviation 
from it would involve avoidable social costs. 
To ensure that markets are allowed to do 
theirjobs. all controls and regulations should 
be done away with as also measures that 
constitute barriers to entry. 

It follows from thi.s that the state should 
take a back seat in economic matters. Any 
intervention by the .state - in the form ot 
controls, subsidies, selective protection, etc 
- would di.stoit pncc.s and make the rc.sulting 
allocation inefficient, thus hindering 
economic growth. Controls, by restricting 
Hows of commodities or capital, involve 
high .social costs, distort priorities, and 
involve rationing in some form or another. 
Further, contnils create opportunities for 
rent-seeking on the part ol liccnse-seekeis 
and bribes or accumu lation of social / pol itical 
power, on the pan ot the controlling 
authorities. In case ol the less developed 
countries, such conliols u|)erate in favour of 
the better ofl, mostly urban dwellers, 
including the bureaucrats, at the cost of the 
rural poor. Food is under-priced to satisfy 
the urban-industrial sector. 

Privatisation: It follows from this eco¬ 
nomic philosophy that whatever public sector 
economic activities aie in operation should 
be closed down, or phased out or trimmed, 
or passed on to the private sector. Public 
ownership should be allowed only in cases 
of natural monopolies and strategic industnes. 
e g. in defence and research establishments, 
and should nut be allowed to become a drain 
on slate resources. These would operate under 
a memorandum ot understanding that 
delineates slate's financial commitment and 
other responsibilities Privatisation of such 
enterprises would improve their elficicncy 
and bring much needed fund lor reducing 
fiscal deficit. 

GlohaHsation: The third major objective 
IS globalisation. Heie the cure idea is that 
more trade is better for all the parties 
concerned-some may gain more than others, 
but all would gafn. Any action that interferes 
with the tree flow of capital, goods and 
.services, would produce .sub-optimal results. 
Import substitution and consequent protective 
measuFcs.eg.tariffs.conliolsand restrictions, 
raise the cost of domestic proituction. Such 
a policy discriminaius against those export 
Items that could be traded in the global 
m:irkel on the basis of the country's 
comparative advantage, by reducing their 
competitiveness. Import sub:,titution. in this 
way. hindcis exports, makes the economy 
inward looking and increasingly backward, 
and isolates it from worldwide technical and 
other changes. 

Further, thegoal of self-sufficiency makes 
no sense in a closely integrated world 
economy with free buying and selling. A 
country should specialise in production and 
exports only in those items where it enjoys 


comparative advantage, that is. given its 
factor endowments, it can produce best. 
Earnings from such exports should Ik* able 
to pay for imports that is required. In most 
poor eounirics such comparative advantage 
lies in labour-inicnsivc prorluctiun such as 
food products and textiles, and nut in large- 
scale capital and knowledge intensive 
industries involving long gestation periods 
such as steel, oil refining, petrochemicals, 
nr shipbuilding. 

A corollary of the third is un open door 
policy with regard to the multinational 
enterprises - many of which arc vertically 
inlcgtaicd, operate with numerous affiliates 
and subsidiaries spread ovci tlic world, and 
maintain clo.se and t.acit undei standing with 
fellow oligopnli!>t.s while also engaging in 
noii-pricc competition with them. Undei 
sti uctural ad]usimeiit, such enterprises should 
be treated un pui with the Iik'uI enterprises 
and should nut be discriminated against. In 
particular ‘local content requirement' - eg, 
to deploy local labour, to purchase local 
goods and services, to reinvest a part of the 
profit within the country or to export a 
proportion of total production, and so on - 
.should be discontinued. Foreign competition, 
according to this view, would improve the 
elficicncy of the indigenous producers and 
would drive lifbm towards production of 
goods that are in line with the country's 
comparative advantage. F'lirther, the va.st 
experience, skill and new lecliiioingicsof the 
MNCs would tacilitalc global integration ot 
the national economy. 

Roli: of THU Statu 

This world view is reflected in specific 
provisions III the conditionalities of these 
two organisations. Their insistence in 
bringing down inflation first to single digit 
level and then further to a figure of around 
3-4 |icr cent refiects their concern for macro¬ 
economic stability. The conccni for a low 
fiscal deficit leads them to insist un 
elimination ot subsidies. Privatisation, by 
improving efficiency and eliminating 
subsidies for public .sector activities, they 
hope, would reduce fiscal deficit and 
intlution, while the selling of government’s 
'hare in public sectors is expected to 
contribute further towards the effort to reduce 
deficit. 

Not that the state has been left with no 
role under this new regime. The main 
economic task of the government, under 
structural adjustment programme, is to 
promote ‘human capital formation'. 
Univcrsalt.sation of literacy, priority 
extension of technical education and access 
10 safe drinking water and health facilities 
by all, are seen us major arcius of governmental 
activity. Natural monopolies and areas of 
security concern are also admitted as 
exclusive preserves of the state, as also its 
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role in rectifying ‘market failures’. Another 
major task of the state is to create and main¬ 
tain an incentive structure and environment 
that is conducive to production under 
private ownership. All these are in addition 
to the traditional functions of the state - to 
maintain taw and order and to defend the 
country. Otherwise, the government is 
expected to retreat and to allow the market 
to take over. 

The Fund-Bank package relies heavily on 
the financial sector to pntvide necessary 
incentives to the private agents of production. 
Financial reform is, therefore, an integral 
part of the overall reform package. State 
directed credit for certain fa vuured categories 
including the pour and the weak, usually 
along with subsidised interest rates, is 
frowned at. The interest rate is expected to 
be flexible and market-determined, while 
allocation of credit is subjected to forces of 
demand and supply. A conrilary of this 
objective is to keep real interest rate positive, 
that is to keep nominal interest rates ahead 
of inflation, in order to encourage saving. 
The concept of'dcvelopmcnt hanking' is 
rejected in favour of the view that banks too 
should aim at profit-maximisation. 
Uneconomic parts of bank functioning - 
such as branches in backward and in¬ 
accessible areas at a loss - should be dis¬ 
continued. The state enterprises should not 
have privileged access to bank finance and 
should nut 'crowd out' private sectorinvest- 
ment. Further, banks too should be under 
private ownership, and foreign ownership 
should not be discouraged. 

Fiscal reform too is an integral part of the 
adjustmentpackage. The tax siiucture should 
be transparent and .simple, not arbitrary and/ 
or dependent on the whims and caprices of 
the taxing authorities and not oppressive. 
The rates of taxation should be low enough 
to encourage compliance and to avoid the 
growth of 'black money’, even with lower 
rates, a higher level of compliance, along 
with a stricter enforcement, the taxes would 
be expected to raise the level of revenue 
collection. The tax system should be 
conducive to saving and inve.stment and 
productive asset accumulation and should 
not be, as far as possible, discriminatory and 
selective in its incidence. 

The proponents of structural adjustment 
do not claim that adjustment would be 
achieved without pain. The ca.sing of price 
controls might, at the initial stage, lead to 
a sudden jump in prices, and inflation might 
continue at astronomical rales for several 
years, but, eventually, as prices settle to new, 
higher, levels, inflationary pressure would 
be brought under control. The Fund-Bank 
prescription docs not rule out growing 
poverty, inequality or unemployment during 
the process of adjustment, but. they argue, 
this would be the price to pay for past follies 


and for future prosperity. During the 1980s 
poverty alleviation was not seen as an area 
of primary concern in the structural 
adjustment programmes, the argument being 
that a high growth rate would take care of 
poverty-related problems. State subsidies for 
the economically poorer socially backward, 
or for underdeveloped regions were frowned 
at while they prescribed whittling down and 
eventual abolition of public distribution 
systems (except limited ones targeted towards 
the poorest). This stern view was somewhat 
modified after UNICEF pleaded fora 'human 
face' in structural adjustment [Cornea et al 
1987). Some ‘social component' is now 
added to structural adjustment piugrammcs, 
such as a 'renewal fund' or a 'safety net' 
for the severance pay and retraining of a 
retrenched worker. 

This is a bare outline of Fund-Band 
fundamentals and conditionalities. Mu.st of 
these conditionalities are present in most of 
the agreements, explicitly or implicitly, 
though not all the agreements include ail the 
components discussed above. 

V 

Consequences: The Global 
Experience 

In this section we arc examining some of 
the major consequences of the structural 
adjustment prograamme tor the economics 
of the loan recipient countries. 1'he.sc arc 
broad generali.satons, based on the reading 
of available data at global level, and do not 
rule out countrywise variutions on some 
speicfic points. 

GDP Growth, .Saving and iNVE.STvinN'r 
Ratios and Export Earnings 

One major consequence of demand 
management under IMF stabilisation 
programme has been, for most countries, a 
decline in saving and investment ratios 
associated with or leading to a decline in 
GDP growth rate, even when trade deficits 
have been eliminated and inflation has been 
bridled [Corbo and Fischer 1992:141. This 
is largely because, contrary to the Fund- 
Bank fundamentals, a decline in public 
investment, carried out in order to reduce 
fi-scal deficit, has not been compensated by 
a corresponding nse in pnvatc investment. 
RatherthancroWingour private investment, 
as World Bank wouldmakeusbelieve, public 
investment in an ar^ signals government 
priorities and commitment and willingness 
to share risks, that encourages private 
investment. This complimentary nature of 
these two types of investment, in the context 
of the less developed economies, is not 
understood by the voluminous World Bank 
literature and prescriptions (Mzulu 1993: 
31; Stevens and Solimano 1992:132). 
Perhaps the only major exception in Chile, 
where private investment has made up for 


the decline in public investment [Stevois 
and Solimano 1992:120]. 

Further, when a government is forced to 
reduce its expenditure, the axe tends to fall 
on capital expenditure, e g, on irrigation, 
power and other major rural infrastructure, 
to the detriment of production (Killi^| 
1992a: 19-20], In many cases social 
expenditure on education or health is also 
curtailed [Mosley et al 1991:101-2). The 
global experience shows that a fiscal 
adjustment that falls disproportionately on 
capital expenditure tends to reduce private 
investment and hinders export promotion by 
leading to exchange rate appreciation in some 
cases [Foroutan 1983: 29). The balance 
achieved between imports and exports, in 
this situation, often reflects a low capacity 
to import because of a slow rate of growth 
ol GDP, As two scholars from within World 
Bank once (Hiinted out. “'I'herc is little merit 
in having a low budget deficit and a low 
external account deficit if the outcome is a 
low level ol saving and investment in (he 
economy” [Chiber and Khalizadeh-Shira*', 
1991: 28). 'V 

One econometric study by El Farhan, using 
data for 32 countries of sub-Saharan Africa, 
finds a close positive correlation between 
GDP growth and export earnings and a 
negative one with debt service ratio [Killick 
1992b: 12-14). Another study shows that per 
capita income declined in 17 out of 23 
adjusting countries in Africa and 11 out of 
13 adjusting countries in Latin America 
during the 1980s, which is now desenbed 
as the ‘lo.si decade of the 1980s' [Comments 
by Frances Siewert, in Corbo et al 1992:67). 

A major difficulty with the stabilisation 
programme is its exclusive concern with 
curtailment of government expenditure, for 
reducing fiscal deficits, while theothcroption 
foi meeting the same objective, that 
augmenting revenue by taxing those who are 
able to pay. particularly the rural rich and 
the new industrialists and traders, is virtually 
ignored. The adjustment programmes, while 
stressing on the need to reduce tariff, say 
virtually nothing about tax reform and, with 
a few exceptions, no effort has been made 
to increase tax revenue. One dominant 


argument against such policy is, a la Donald 
Please, that it might lead to a reduction in 
aggregate saving in the country, as the 
propensity to save is lower in case of the 
public sector compared with the private 
sector. However, as the east Asian experi¬ 
ence shows, it is possible to raise ux revenue 
to finance public investmeitt, which in turn 
can raise aggregate saving and investment 
in a country. Further, as the experience in 
Thailand and Malaysia shows, it is pos¬ 
sible for a government to maintain a high 
budget deficit without affecting the curreq^ 
account if the private sector is willing to 
generate additional net saving surpluses at 
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reasonable rates of inflation and real interest 
rates [Chibber and Khalizadeh-Shirazi 
1991:27-39]. 

Justificatiun of such an attitude on the 
ground that it operates as a disincentive, 
again, looks at the issue from one side - that 
^ IS the requirement to induce the rich to make 
effort to become richer by producing more 
- but not the other, no less important, one 
of providing incentive for the vast majority 
of workers who would actually turn the 
wheel. In fact, the literature on structural 
adjustment and new political economy is 
re^ete with policy prescriptions that would 
keep wages within limits, even by way of 
repression of organised labour, while 
allowing the industrialist and trader to 
maximise profit. 

While public enterprises are being sold 
under structural adjustment as a part of the 
privatisation priKcss, the units being sold arc 
not usually the ones that are unremunerative 
and loss-making. More important than the 
desire to improve efficiency by disposing of 
those draining the state resources, becomes 
the necessity to sale the profit-making and 
more efficient of the public sector units 
which are more likely to be sold in the market 
and at a good price and which will, thus, help 
to reduce fiscal deficit. Some times, reduction 
in fiscal deficit is carried out by a sleight 
of hand, that is by pushing the public sector 
units out of the budget, along with their 
liabilities, inordcr to impress the IMF visiting 
team deciding on the release of the next 
tranche. Even where, as in the Indian case, 
tight monetary and fiscal discipline helps to 
bring fiscal deficit and inflation down, it is 
seldom easy to sustain the process when 
GDP growth slows down; and when some 
relaxations are announced to boost demand, 
the fiscal deficits and inflation tend to go 
on the rise again. 

Some have argued that the last thing a 
country needs when facing adverse external 
account along with a low growth rale is such 
IMF prompted deflationary policy. In the 
middle of the deepest depression for half a 
century, in 1982, IMF sought demand 
constraint in borrowing countries that could 
not but depress the economy further. 
[Williamson 1983.640]. While a high dose 
of deflation helps to restore external balance, 
in the process it jeopardises the internal 
balance, and outweighs the expansionary 
effects ofdevaluation on demand for domestic 
goods [Williamson 1983:626]. Some even 
describe the excessive demand compression 
piescribed by IMF as macro-economic 
overkill [Mosley et al 1991: 7; Killick 
1992a: S]. As one important study on IMF 
concluded: "Lending by the IMF has not 
made a significant contribution to financing 
balance of payment deficits in developing 
countries as a group during much of the 
1980s and 1990s, either in tenns of the size 


of the financing needs that'these countries 
have faced or in terms of other financial 
flows. At a time when countries had severe 
payments difficulties, often associated with 
attempts to escape from the problem of 
external debt, the IMF took more money 
back from them than it made available in the 
form of new loans. This raises important 
is.sues in terms of the systemic role of the 
IMF as an international financial institution” 
[Bird 1993:33-34], 

Contrary to monetarist expectations, credit 
restrictions lend to have adverse 
consequences for output and employment, 
particularly because of the undeveloped 
nature of the financial market. Where 
quantitative controls are imposed on credit, 
the banks tend to prefer bigger customers; 
active competition from the new customers 
is discouraged [Killick 1992a; 17-18]. 

Even where stabilisation programmes 
show some success, it is never easy to 
est.ablish how much of it is because of good 
policy advice and how much because of the 
finance' it accompanied. As the experience 
of sub-Saharan African countries shows, 
despite following the IMF and World Bank 
prescriptions more truthfully than most 
recipient countries, they are yet to recover 
from deflation induced by the IMF package. 
Repeated devaluations have failed to boost 
demand fur theirexports, though the external 
accounts arc in belter balance now than they 
hud been in the past. In several cases 
competitive devaluation has brought 
collective ruin for countries exporting the 
same range of products, as the prices have 
steeply declined. 

Agriculture: Agiiculture was expected to 
benent from structural adjustment, largely 
because of its bias in favour of that sector. 
With thedismanllingofcontrolsthal favoured 
urban-industrial interests, agriculture wa.s 
expected to take off and its exports were 
supposed to be the main earner of foreign 
exchange (along with light industries such 
as textiles) for meeting the costs of imports 
of other goods. Agriculture was taken as an 
area where the less developed countries 
possessed acomparativeadvantage, and with 
the dissolution of controls that kept domc.stic 
agricultural prices low and the costs of 
agricultural inputs high, this advantage was 
supposed to take the economy to new heights. 
Further, the agriculturists, identified as 
potential beneficiaries from structural reform, 
were expected to form the core of a politicid 
coalition in support of reform, in order to 
make it politically feasible in the face of stiff 
opposition from vested interests in industries 
and uiban areas [Knudsen and Nash 1991; 
Dasgupta 1997c]. 

Despite these ex pectations.agriculturc has, 
generally speaking, done badly under 
structural adjustment Inmost cases, with the 
dissolution or dilution of the working of the 


commodity marketing boards under World 
Bank directive, and the adverse terms of 
trade effect mentioned above, prices have 
become lower and unstable. Where 
agriculturists have gained from higher prices 
of their prod uce.citherbecauseof withdrawal 
of price control or because of a rise in 
government administered support prices, this 
has been outweighed by higher input prices 
they have been asked to pay bwause of 
cessation or lowering of subsidies. In several 
instances, only the larger, surplus producing, 
fanners have gained from higher agricultural 
prices, given the highly skewed land 
distribution in most of the less developed 
countries [Dasgupta 1997c; ILO 1993: 5; 
Toye 1991: 190-97]. The rural producers 
have suffered more from the curtailment of 
public expenditure on irrigation, power, 
roads, education and health, undertaken in 
order to reduce fiscal deficit, as discussed 
above [Webb and Shariff 1992: 77-78]. 

On balance, the influence has been more ‘ 
negative than positive on agricultural output. 
Politically also, there is noevidence anywhere 
of the agriculturists marching to the capital 
with waving flags in their hands to express 
their support or gratitude to the government 
for implementing structural adju.stment. In 
any case, the high level of agricultural 
protcctionisM in the US and western Europe, 
far exceeding that in less developed countries, 
hasunderminedthecrcdibilityofFund-Bank 
prescriptions favouring liquidation of 
agricultural subsidies and controls in less 
developed countries [Development 
Committee 1992:93-94]. On the other hand, 
these structural adjustment packages have 
ignored the most basic structural issue in 
agriculture: land reform. In several cases the 
process of land reform has been reversed 
under structural adjustment, as in Chile, Peru 
undEthiopia(KnudscnandNash 1991:137], 

Industry: The main thnist of the industrial 
policy under structural adjustment has been 
towards elimination of control and subsidies, 
support to private agents, rolling back of the 
state from economic affairs, and 'getting the 
prices righf. The removal of emry barriers, 
under adjustment, allows both domestic and 
foreign companies to move in; attempts to 
impose ‘local content requirements’ on 
foreign firms are frowned at.The programme 
discourages investment in heavy industries 
and prefers production in line with the 
‘comparative advantage' of acountry, which 
in effect implies specialisation in light 
industries such as textiles and garments. The 
ccmditionalities imposed by the World Bank 
reflect its strong opposition to a national 
strategy of self reliance based on import 
substituting industrialisation. 

There is no evidence that domestic 
industries have bloomed under structural 
adjustment anywhere. Where, in recent years 
a group of less developed countries have 
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sustained a high rate of industrial growth for 
throe decades, that is in east Asia, the influence 
of Fund and Bank was conspicuous by its 
absence during the course of their growth, 
but for a short period of around five years 
in case of South Korea immediately after the 
second oil crisis of the 1970s. The policies 
they followed were at variance with the 
World Bank commandments, and despite 
this (according to many, because ot this) 
they had managed a very high rate of growth 
of GDP and industrial production. Rather 
than taking a back seat, the interventionist 
state led industrialisation from the from, 
directed credit and investment, olfercd 
subsidies in its cho.scn pnoriiy areas, 
promoted heavy industries, operated a large 
public sector which included banking, kept 
the foreign companies at bay and/or bridled 
them with heavy domestic content 
requirements, protected fledgling domestic 
industries from unequal competition until 
they were strong and capable ol standing on 
their own, and did everything else ton that 
was diametrically oppo.scd to the generous 
advice rendered by the Bretton Woods twins. 
While the cast Asian success with import 
substitutingindu.striali.sation can be explained 
by a wide range oi factors, including 
implementation of land reform, heavy 
investment on human capital over a long 
period, offering time-bound protection, 
seeing import subst itulion as coiiipliineiitai y 
to export promotion, good niucro-cconotnic 
management and access to western markets 
because oi close links with the western 
powers, the tact remains that the state played 
a role in cast Asia that is reckoned as hamilul 
for production and growth by the World 
Bank theology (World Bank l992.5-(i; 
Amsden |9g9; Wade 1990, Dasgupta, 
I997a|. 

Perhaps the ‘southern tier’ ot three 
southeast Asian countries, Thailand, 
Indonesia and Malaysia, two of which 
operated for a long time undet struciuia! 
adjiistmeiil, arethcbest examples of indu.stnal 
success under this package. But the record 
gets somewhat soiled when one recalls that 
the fourth country in the region. Phi lippines, 
which was at one lime the most advanced 
of the four, and which has been showered 
with more blessings by the Bretton Wtwds 
twins than the other three, has tailed to take 
off despite being under their tutelage ever 
since structural adjustment was initiated. 
The failure of the Philippines makes one 
question the merit in attributing induslnal 
success in southca.st Asia to structural 
adjustment. One possible explanation lies in 
the flying geese model,or.somcof its variants 
such as the neighbourhood effect, that 
attributes industrialisation in this area to the 
shifting of Japanese (and then cast Asian) 
capital to this region to evade restrictions 
placed upon their own investments in Japan 


or east Asia by the United States and the west 
European countries under the Plaza Accord 
of I9K.S and the Louvre Accord of 1986 
(Hobday PW.*!; Dasgupta 1997a]. Another 
explanation is given in terms of Chinese 
connections, emphasising the fact that the 
business in the three successful southeast 
Asian countries (but nut in the Philippines) 
is in the hands of the minority ethnic (i'hincsc 
community which has links stretching 
through Taiwan. Hong Kong and Singapore 
to the mainland. 

liihour, rjni>loymeni and Social hmes: 
The protagonists of structural adjustment 
seek reform of labour market loo, by 
icsctndmg labour legi.slation that inhibit 
dismissal ol employees, and reduce lacior 
mobility and substitution, but in most 
coutilries, because of strong local opposi¬ 
tion. have nut tiecn able to make much 
headway m this area. As one World Hank 
document puts it, “ihe Bank has acquiesced 
m the desire of the governments to avoid 
the politically sensitive issue of iahoiir 
rctrenchmem”(rorboundrischcr 1992:11; 
Webb and Shariff I9K2; 78|. Only in a 
country like Ghana, where ghost workers 
con.stitute a significant proponion ol thc 
piiblic pay roll, a substantial public 
.saving has been achieved by rcnuning 
many (not all) ot tho.se troni the list (Toye 
1991: 175), 

In gcncial. structural adju-tment le.ids to 
a Iree/c in pubhccmploynietil and the private 
sector employment also seldom grows 
because ol low level of |)rivatc iiivesimciu. 
M.ist ol the unemployed fall buck on the low 
productivity i:itormal sector which acts as 
a natural safety net. The high social cost ol 
structural adiustnient programmes has tieen 
a reciiiicnt ihenie m studies by Uiiicef and 
ILO among others. In sub-Saharan Africa 
structuial adjusiment has destabilised many 
poor households, which have been huit by 
inflation and food .scarcity (ILO 199,1. 4-9; 
Coinea ct nl 19871. 

For a long time, .social issues were ignored 
by World Bank, but from the early 199(is. 
thanks to a campaign launched by (Jnieef, 
a ‘social dimension' is now added to SALs, 
c g, with a safety net and renewal programmes 
that cushion the impact of retrenchment in 
non-viabic industries by offering some 
funding and training for .self- employment 
and other jobs (Development Committee 
199'tb; p v). However, the amuum available 
for these activities have usually proved to 
be inadequate. CJn this issue there aiipcars 
to be a serious contradiction between the 
Bretton Woods twins and ILO. which views 
provision of social insurance and social 
protection both us a human right and as an 
essential clement to be embodied i n concepts 
of international labour standards [Develop¬ 
ment Committee 1993b: I23J. There is a 
strongly held view, and not only by the trade 


unionists, that long-term labour contracts, 
with tenure systems and the like, are an 
important feature of welt functioning labour 
markets in many developed countries: Japan 
as a country and IBM as a company being 
two good examples of such a policy [Corbo 
and Fischer 1992: 20]. In recent yean^ 
through the office of WTO, attempts art 
being made to impose some ‘labour 
.standards' on the less developed countries 
that, despite the high moral posturing by the 
Trinity (including WTO with the twins), are 
in effect concealed protectionist measures 
against less developed country exports. The 
latter have now begun raising the issue of 
labour mobility (paralleling the rich country 
demand lor mobility of capital)and the casing 
oi immigration laws in the nch countries to 
allow poor country labour export as a 
couniei vailing mea.suie. 

It has been found that the breakdown of 
the adjustment progiammc and a policy 
leversal is more likely m cases where the 
social cost is high, in terms of its impact on 
vulnerable sections, e g. in Zambia in 198? 
and in Madagascar in 1991, leading to/^ 
suspension ol adjustmeni programmes 
(Foroutan 1993: 31 1 . A food not here and 
a suike there, oi, in case of democracies, a 
few election debacles, is likely to unnerve 
die government in power and to lead to a 
rolling back ol the economy trom structural 
adjustiTient. Most studies show that struc¬ 
tural adjusimcm gives rise to poverty, un¬ 
employment. lowering of wages and a lower 
level ol access to health and education, as 
government social spending and subsidies 
arc reduced and wages are held back in the 
faecol inflation I M/ulu 1993:32],One World 
Bank study, evaluating the pcrform.ancc of 
the adjustment programmes in the 198Us. 
admits that calorie intake had stagn.itcd or 
declined during the 1980s, and poor hadi 
been hurt by pruning of government acti¬ 
vities or privatisation of health and other 
.services; in the latter case the richer are 
targeted by those providing services (World 
Bank 1992: (>; Zuckernun 1991: 254], On 
the other hand, on the basis of evaluations 
undertaken by the World Bank, some take 
the view that adjustment lending is not 
associated with misery, and is less costly, 
in .social terms, than di.sordcrly adjustment 
without Bunk support would have been 
(Corbo and Fischer 1992: 14], Some prota¬ 
gonists go as far as to argue that a country 
has no choice but to go through this pain 
because of past follies and the future it 
promises. There is a view that even social 
safety nets should be privati.sed, while more 
dominant view is that, in view of limited 
fund-management capability and the virtual 
non-cxi.stcnce of regulatory mechanism, such 
a measure might expose the pensioners and 
other beneficiaries to a high risk [Develop- ■ 
ment Committee, 1993b: 5 and 69-74]. 
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On the issue of public distribution system, 
the overwhelming opinion inside the Fund- 
Bank establishment is in favour of trimming 
it to Its minimum size and targeting it in 
favour of the rural poorest. The opinion on 
the other side is that, in a situation where 
flic administration is not equipped to identify 
recipients and perform such targeting, such 
a policy docs hurt the most vulnerable sec¬ 
tion in a poor country [Knudsen and Nash 
1992; also comments by Nurul Islam on that 
paper, 153-158; Development Committee, 
1993b: 75J. 

Public Sector Reform and Privatisation: 
Since state intervention in economic affairs 
is considered to be bad per sc, two types of 
issues are handled in relation to public sector 
units in structural adjustment programmes: 
first, how many of these public sector units 
can be transfer! cd to piivate hands to make 
them morecflicicnt. and. second, how those 
remaining in the public sector can be m:uie 
more efficient and less burdensome tor the 
government. As lor the first, we have already 
lantcd that, in the privatis.ation programmes, 
concern for bringing down fiscal deficit 
makes the state .sell mainly those public 
.sector units which are running well, hut 
whichalso have agoou demand in the market. 
On the other hand, units that are not 
performing well and mighi possibly benefit 
by being transtcireil under pri valeownership. 
generally fail to find buyers, partly also 
because the domestic capital markets arc 
unwilling to tund siuh transfers, and the 
govcrinncnis continue to run those at a loss. 
Shutdowns arc not seen as a preferred alter¬ 
native in this situation as these lead to 
increased unemployment and provoke 
strung opposition. Kven in countries where 
public sector units have been sold in 
^ dozens, c g, in Chile or Mexico, potential 
buyers often collude and offer low prices. 
Sleaze is a regular companion ot such 
transactions IWcbb and Shariff 1992: 80; 
Nash 1992: 5031. A senior economist with 
pro-privatisation views like Arnold C 
Herbergcr has cautioned: “liven people as 
generally market-oriented as myself are 
adivising governments to move carefully, to 
go slowly and to think about the prices they 
are getting and alternate terms on which to 
achieve privati.sation. Govcniments should, 
in particular, try to have a .salable as.%ct 
before putting it for sale” (Corbo et al 
1992:182], 

Public enterprise reform turns out to be 
the most difficult of all reforms incorporated 
in .structural adjustment [Development 
Committee 1993b: 42|. In some cases there 
appears to be a trade-off between getting the 
prices right and reducing the builget deficit 
of the government. According to one view 
^ inside the World Bank, in the transitional 
period, while allowing imports to compete 
with public sector products and striving to 


improve efficiency, state enterprises should 
he allowed to sell their goods at a price above 
the desired level. 

As one World Bank document admits; 
“'I'he key factor dctci mining the efficiency 
of an cntcrpri.se is not whether it is publicly 
or privately owned, flow it is managed", and 
once barriers to entry have been removed, 
there is no a prion presumption as to whether 
better management will be found in public 
or private .sector (World Bank I983:50|. 
AlliKati ve efficiency is a function of market 
structure and not of the fonn of ownership 
(Mziilu 1993: 31 j. Many slates, goaded by 
the World Bank, tend to dismantle the public 
sector hastily, even when the private sector 
IS not ready to offer sci vices that were until 
then delivered by the .state owned units 
(Mosley et al 1991; 112|. Anothei World 
Bank document takes the view that 
privatisation is not always a necessary 
strategy; in China or .South Korea private 
sector gicw without piivalisatioii. More 
important is to stress on re.stnicturing and 
upgrading public administrative ca|)ucilics. 
It also admits that attitude regarding 
privatisation has been changing in the light 
ot the cast Asian experience 

(Development Coinmiltee 1993a: 69-70, 
a note on private sector development: a 
progress report picpared by the World Bank 
slaffl. 

Raiionm.i Kill Wori.d Bank 
CoNoinoNALmr.s 

Several scholars have qiicsiioned the 
rationale behind World Bankcoiiditionalilies. 
Wlieie the recipient coiiniries arc convinced 
about the need tor those policies, such 
conditionalities amount to pushing an open 
door. Where the reiipiciit countiics arc 
reluctant, and such policies are forced down 
their throat, the |)olitical will tends to be 
missing [Foroutan 1993:91. The government 
concerned alwayscompares the political cost 
of compliance with conditionalities with the 
financial costs of rton-compliance (Mosley 
et al 1991:77]. .Sometimes conditionalities 
aie formally accepted without meaning to 
implement those. The very high mortality 
rate ol the structural adjiistmcni and 
stabilisation programmes is. at least partly, 
aconsequcnceofsuchcoercion.“Hall ol all 
programmes broke down before the end of 
their intended life in 1980-90; two-thirds in 
1987-90. Three-quarters of World Bank 
adjustment loans have installment tranche 
releases delayed because of non-imple¬ 
mentation of policy condition m 1987-88” 
[Killick 1993:104]. 

Export Orientation: One major argument 
in favour of structural adju.stmcnt, fn>m the 
point of view of the less developed coimtncs 
is that, despite the evident rich country self- 
interest in it, the conditionalities only lorcc 
the poor countries to do what they should 


have done in any case in their own interest. 
This IS based on the argument that export 
orientation, openness and competition are 
universal good things that benefit everyone 
[Balassa 1981 ]. The a.ssumpiion underlying 
the argument is that the global trade is free 
and competitive, there are few barriers to 
entry and all that a country needs, in order 
to reap its benefits, is to identi I y eommodities 
in which they enjoy comparative advantage. 

This forniulatton has been challenged. As 
John P l^wis commented' “tlic neo-classical 
altemativcofacompictcly open international 
market is not a viable alternative because it 
is not available [Lewis 1995. 34]. A recent 
OFX’D document alleges, there is no free 
market. and the market is t ypically dominated 
by largcoligopolislicfirmsengagcdin mostly 
non-price, and sometimes price, competitions 
amongst themselves (OF.CD 1991:192]. We 
have already pointed out that exports from 
less developed countries aie subjected to a 
variety of trade restrictions in the developed 
countries (Low 1995; Schott 1994], Limita¬ 
tions ot space and focus prevent us from 
presentingcvidcnce. mainly from UNCTAD, 
OECD and even World Bank sources, to 
reinforce this argument in relation to less 
developed countries' exports in general. 

Pcihaps. more,important than any other 
policy change, at the global level, for the 
benefit of the less dcvclojicd countnes, would 
have been some restructuring of global trade 
that helped to reverse the unfavourable shift 
in tcims ot trade in favour of primary 
pioduccrs. Must .studies, mainly undertaken 
by World Bank. IMF and UNCFAD, indicate 
not only how tenns of trade havebeen moving 
lor many years now against primary exports, 
but the tearl iil prospect ol the 1 1 end persisting 
until the end ol the first decade of the next 
cemnry. A study by Fund-Bank olficials 
shows that terms of trade ol the exports of 
the less developed countries havebeen falling 
since the early I98()s. and. for the non-oil 
commodities, had fallen by 45 per cent, in 
real terms, between 1984 and 1994. In 1992, 
their terms ol trade with manufactured goods 
reached their lowest level in 90 years 
(Development Committee 1994:53-60]. 
Between I98(i and 1993. the index of real 
cm .modity prices (ell by half and. according 
to la:wis T Preston, Pi esident of World Bank: 
“today the real price of many non-oil 
commodities arc the lowest they have been 
since 1945; in many cases prices are so low 
that they do not cover production costs. For 
1993, the transicr in purchasing power from 
the developing to the developed countries 
due to the fall in non-oil commodity prices 
between 1980 and 1993, was about $100 
billion - more than double the net aid flows 
to developing countries in l'J93” [Develop¬ 
ment Committee 1994:8]. 

Nut only that the negative terms of trade 
ctfcct outweighed the positive effect of aid 
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inflow, these accounled for a massive loss 
of up to 7 per cent of GNP. The document 
predicted that during the next ten years, 
commodity prices would increase slightly 
faster than those of manufactured goods, 
but, after that, the long run declining trend 
would again assert itself (Development 
Committee 1994:8]. In this situation, more 
production and export of agricultural 
commodities, in line with their static 
comparative advantage, by all the poor 
countries of the world together, is likely to 
pull down their prices even further. The 
misery of primary exporters is compounded 
when, in a region, as in Sub-Saharan Africa, 
they together account for a significant 
proportion (30 per cent or more) of world 
supply of some commodities, and the 
intensified export drive brings down their 
prices and even export income despite a 
higher volume of exports, in many instances. 
This ‘fallacy of composition' is not usually 
taken account of when the Fund- Bank policy¬ 
makers advise the less developed countries 
to focus on export orientation (Killick 
1992b: 19}. Further, structural factors in the 
world trade system come in the way of 
export expansion through devaluation-based 
price decisions alone. And if devaluation 
fails to keep imports in trim, there remains 
the possibility of price rise through high 
import costs, which in turn affects export 
prices, given import intensity of exports in 
many situations. In such situations, 
devaluation might be able to do very little 
for balance of payments [Killick 1992a: 16; 
Mzulu 1993:68]. The expected turn-around 
is nowhere on the horizon despite running 
Chose programmes, off and on, for a decade 
and half, in case of these countries. 

A major shortcoming in the Fund-Bank 
policies isthe assumption that, forthefailings 
of those economies, only the governments 
of those countries arc responsible. Such 
policies do not consider adequately the 
structural constraints within the world trade 
structure that inhibit growth of their exports. 
As one econometric exercise shows, terms 
of trade and weather produce better results 
on GDP growth than Fund-bank policy or 
finance [Mosley et al 1991: 208-17]. Such 
decline in terms of trade cannot be explained 
by the demand factors alone; the collapse 
of international stabilisation schemes for 
some major commodities, partly induced by 
Fund-Bank hostility towards marketing 
boards, have contributed to price volatility 
(Development Committee 1994: 53-60]. 

World Bank Evaluation of Structural 
Adjustment: Over the past decade or so, 
several World Bank studies have attempted 
to vindicate their conditionalities in terms 
of the progress achieved in the countries 
undergoing such adjustment. However, 
several scholars have raised seriousquestions 
about the methodologies adopted in those 


studies to vindicate Fund-Bank condi¬ 
tionalities. One objection is that, in those 
cross country studies, ‘success* is defined 
in a particular way: their degreeof conformity 
with conditionalities, e g, openness, export- 
orientation and so on, rathn than in terms 
of a .set of objective economic criteria. 
Secondly, countries operating under those 
conditionalities are compared with those 
which are not, as if conditionalities alone 
account for the differences between these 
twosets of countries, ignoring a whole variety 
of intervening factors including initial 
conditions, historical and political context 
and also the specific conditions prevailing 
in the world market during that period. 

Thirdly, even ignoring those, the con¬ 
clusions derived by these evaluations do not 
necessarily follow from the data provided 
by these studies themselves. Even where 
success has been achieved with structural 
adjustment, it is never clear how far this is 
due to conditionalities and how far to the 
additional funding made available along with 
it [Killick 1993b; Mosley et al 1991:182- 
205j. It was also asked whether one would 
get a fair idea of what is happening around 
the world by putting Botswana on par with 
China, 1000 times bigger, without any 
weighting, in these exerci.scs [Comments by 
Jere R Behrman in Corbo et al (eds) 1992; 
64]. As for the before-after exercises, it docs 
not tell us what could have happened without 
reform [Mosley et al 1991:182]. 

Working on the same set of data as used 
by World Bank, the Economic Commission 
for Africa has reached the opposite con- 
clu.sion; that countries with ‘strong' structural 
adjustment programmes recorded an overall 
negative average annual growth rate (about 
1.5 per cent) during the period 1980-87, 
while 'weak adjusting' countries and 'non- 
adjusting' countries achieved an overall 
average annual GDP growth rate of 1.2 per 
cent and 1.3 per cent, respectively, during 
the period 980-1987 [Mzulu 1993: 62]. 
Econometric studies by independent scholars, 
based on the data for the recipient countries, 
do not reveal any clear pattern. Terms of 
trade or weather appear to have a more direct 
impact on GDP. There is sufficient evidence 
that the packages inhibits GNP growth, 
saving, investment, and propensity to i mport 
[Killick 1992a; 5; Stevens and Solimano 
1992: 117-32; Schmiddt-Hebbel 1992; 
139-158; Mo..ley et al 1991; 208-25]. 

Killick summarises the overall perfor¬ 
mance of the structural adjustment pro¬ 
gramme as follows: 

(a) these strengthen balance of payments 
but fail to bring down inflation; 

(b) programmes do not make much dif¬ 
ference to economic growth. Results for 
various countries are in conflict with 
one another. 

(c) programmcsareassociatedwithreduccd 


public invesnnent and sluggish private 
responsetoimprovedpolicy instrument. 

(d) outcomes tend to be less favourable for 
low income (or African) countries than 
for middle income countries. 

(e) on balance, adjustiiKnt programmes have 
only a modest capacity to improve 
economic performance. 

(0 the absence of strong results is partly 
because conditionality has a modest 
revealed capability for achieving im¬ 
proved policies [Killick 1993:104]. 

The study by Mosley et al, based on data 
for 17 .SAL recipients, finds that the overall 
effect of finance plus policy compliance is 
weak, and the two operate in crinflict with 
each other - the finance having a negative 
effect while the reform having a positive 
one. However, the study is not clear about 
the direction of causation, whether high 
growth has made liberalisation possible, as 
in east Asia. On the other hand, neither 
finance nor reform seems to have attracted 
foreign private investment [Mosley et al 
1991: 208-24). 

Over the past 11 years, from time to time, 
.several' miracles’ have been projected outside 
cast Asia, such as I'urkcy or Mexico, that 
have not stood the test of even half a decade. 
A deep search of the literature reveals 
only two country cases of consistent per¬ 
formance over a rea.sonably long period: 
Ghana under Rowling and Chile under 
Pinochet. Even in these two countries, 
‘successes' are only in relation to the im¬ 
mediately preceding period, post-Nknimah 
and post-AIIcndepcriixls.rc.spcctively, until 
structural adjustment was vigorously 
pursued. When comparison is made with 
periods under Nkrumah and Allend<', 
respectively, in terms of saving and invest¬ 
ment ratios and growth rates, the period 
under structural adjustment does not appear 
in a positive light even in ca.se of these 
two countries [Leechor 1991: 327; Moran 
1991: 478 and 490-93; Agosin 1981: 27]. 

The views propagated by the World Bank 
and IMF are by no means shared by all the 
international agencies. Indeed, various other 
international agencies have, from time to 
time, raised important questions regarding 
different aspects of structural adjustment. 
UNICEF has focused on the misery inflicted 
on the people, particularly the poor, by such 
programmes, ILO has opposed the idea of 
trimming labour legislation in the name of 
letting the market work, FAG haschallenged 
the idea that food security is not important 
and countries running deficit in food need 
not strive for food self-sufficiency, UNCTAD 
has questioned the view that trade is the cure 
for all third world ills, and regional Eco¬ 
nomic Commissions for Africa as well as 
for Latin America and Caribbean have 
expressed their opposition to the package in 
its entirety. 
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VI 

Conclusions 

This paper has attempted to show that 
structural adjustment has been formulated 

} nd implemented by Bretton Woods orga- 
Isations, which operate exclusively in the 
less developed countries. It has asked the 
question whether such action, i e. the 
introduction of structural adjustment, on the. 
part of the very rich countries, has been 
prompted by an altruistic motive or whether 
theirself-intercst is in vol ved in this exercise. 
It then asks the question, how far and to what 
extent the adjustment package has been 
introduced to rescue the international banking 
system facing bankruptcy in the aftermath 
of the second oil crisis and debt crisis and/ 
or to find markets for the MNCs of US origin 
in view of the massive balance of trade 
deficit that country is incurring every year. 
In other words, whether the burden of 
adjusting the massive balance of trade deficit 
of the US has been passed on to the less 
Iflcvelopcd countries in the form ot structural 
adjustment. 

Section IV examines IMF and World 
Bank conditionalities, the economic coercion 
that it accompanies, and the particular manner 
in which the negotiation is curried out, 
including the formulation of PFP. in order 
to hide those and to avoid hurting national 
sentiments, it also shows how, despite the 
imposition of those from outside, the concept 
of ‘ownership’ has been advanced to project 
those as decisions of these countries 
themsci ves. In section V we have established, 
sector by sector, how structural adjustment 
has failed to engineer the take off it had 
promised. 

TTic only major example of success with 
y'lidustnalisation in recent years ha.s been that 
of the east Asian countries that have not 
relied on Bretton Woods institutions fur 
financial support and have not subjected 
themselves to their conditionalities, except 
for one brief instance. On the other hand, 
in the process of their development, they 
have flouted virtually each and every norm 
of the structural adjustment package and yet 
have managed to maintain a very high rate 
of growth for more than three decades. If 
they are liberalising now, that is precisely 
because, by following an independent policy, 
they have reached a stage from where they 
can take on the economic might of the rich 
countries with impunity. In fact, while they 
had been protecting their industries from 
foreign predators for most of the time in their 
recent history, now the table has turned 
against them and the rich countries, worried 
by their competition, are busy erecting a 
variety of nomtariff barriers against their 
^ exports. Their recent phase of liberalisation 
is a product of their growth, and not the other 
way around. 


Leaving aside east Asia, and to a certain 
extent southeast Asia, one is hard put to 
come across cases where the structural 
adjustment model has proved to be a success. 
Miracles have been projected from time to 
time, hut these have not failed to withstand 
the lest of time. The only two cases of 
success are Ghana and Chile, which are 
‘success’ only in a qualified sense, in 
cumpanson with the immediately .preceding 
peritKi; per capita income and investment 
ratios, to pick only two of the major variables, 
arc lower in these two countries now than 
they were under Nkmmah and Alicnde. On 
the other hand, the .stiuciural adjustment 
package, rather than injecting funds from 
outside, has actually reversed the net How 
of resources in favour of the rich countries, 
as evidence available from World Bank and 
IMF sources shows. 

The biggest flaw of the package t.> that it 
expects the less devclo|)ed countries to 
‘adjust’ to the world economic environment, 
by which they imply Ihccn vironmcni created 
by the rich countries themselves, while 
placing no obligation on the rich countries 
to orient their ectniomics in tune with poor 
country interests. It blames the governments 
in the less developed countries for all their 
economic ills, but fails to take into account 
the real ’structural' lartors that inhibit their 
exports, u structure that has been created by 
the rich countries themselve.s. 

I>:pendcncc on stmciural adjustment tends 
to become nevcr-cndiiig. and more so for 
countries that have been most faithful in 
implementing those, e g, countries in sub- 
Saharan Africa. Seventeen years is a long 
lime for testing a package of policies, and 
there can be no doubt that structural 
adjustment has failed the tc.st of lime. On 
the other hand, the success of the east Asian 
countries on the basis of a strategy of import 
substitution, and led from the front by a 
strong intervening state, points to an 
alternative route of indigenous capitalist 
development in a late developing country 
that has a proven record of success. 
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Political Economy of State Intervention in 

Food Economy 

f Utsa Patnaik 

Food security has been undermined with the introduction of an 'exports first’ policy refiime from mid-1991, 
which has led to the predictable decline in per capita food production. The proposed removal of quantitative 
restrictions on agricultural imports will further hasten the undermining of our food security. The heavy subsidies 
that advanced countries give to their producers means that Indian farmers will face grossly unfair competition 
as imports are allowed. The ability of the agricultural sector to finance increasing food imports through agro¬ 
export earnings is dubious given the existing and projected trends of prices of cereals relatively to non-cereal 
agro-export commodities. 


FROM mid-1991 to mid-1997, trade libera¬ 
lisation and agro-expoit promotion under 
the structural adjustment programmes the 
country has been following, has led to a 
marked speeding up of shifts in the nutinnal 
cropping pattern with varying regional 
incidence. Total area under f^nodgrains has 
been falling, and food output growth 
4|ccelerating to below the rate of population 
growth. (The trend of displacement of 
foodgrains by export crops was anticipated 
inPatnaikl993onthebnsisoftheex pcricncc 
of other developing countries under SAP in 
the 1980s: and some recent data on area and 
output changes for India were discussed in 
Patnaik 1996). 

From mid-1997 however a new phase is 
beginning as, under pressure from the W'fO. 
the government has reportedly already agreed 
to give up quantitative restrictions on imports 
and undertake tariffication. Removal of QRs 
will apply not only to manufactures but also 
tothcagicultural sector which will beopened 
up for the first time to imports from foreign 
countries. 

This paper argues in the first section that 
he period up to 1991 represented a ‘food 
first’ set of policies leading to a rise in per 
capita food availabiitty for the population; 
and that despite numerous drawbacks, the 
public distribution system did provide even 
if not to an adequate extent, access to basic 
food for important segments of the population 
in poverty. 

In the second section we argue that food 
security has been undermined with the 
substitution of an ‘exports first’ policy regime 
from mid-1991, which has led to pr«iictablc 
decline in per capita food production. The 
proposed removal of quantitative restrictions 
on agricultural imports will speed up further 
the undermining of our food security, which 
has alt^dy taken place to some extent. 
Advanced countries which have a rigid and 
limited agro-output vector, seek markets for 
surplus cereals in developing countries. The 
heavy subsidies they give to their producers 
land which they will continue to give in 
future, means that Indian farmers will face 
grossly unfair competition as imports are 
allowed. The ability of the agricultural sector 


to finance increasing food imports through 
agro-export earnings however is dubious 
given the existing and projected trends of 
prices of cereals relative to non-cereal agro¬ 
export commodities. 

I 

Food Security in Era of ‘Food First’ 
Policies, 1950-90 

In the first decade after Indian 
imicpendencc 1950-60, ihe foodgrains sector 
performed well, growing at a compound rate 
of 3.3 per cent annnually or 30 times the 
annual rate for the half century before de¬ 
colonisation. A grow-niore-food campaign, 
large .state irrigation investment, and the 
enthusiasm released by the promise and 
inception of land reforms all contributed. In 
the 1960s however a food crisis emerged, 
which was a crisis of growth as oppo.sed to 
earlier crises of stagnat ion; purchasing |x>wer 
was ex pandi ng faster (owi ng to the multi pi icr 
effects of rising state expenditures) than 
food supply could, as land reforms were 
aborted and easy irrigation avenues were 
used up. 

In the face of sharply rising food prices 
from the early 1960s the Congress govern¬ 
ment started from 1965 a system of public 
procurement and distribution of foodgrains 
at the same time that it pushed the HYV- 
fertiliscr technology in irrigated areas. The 
Agricultural Prices Commission was set up 
to determine the prices at which the major 
foodgrains - wheat, rice, the coarse cereals 

- would be purchased from farmers with the 
understanding that the stale would buy all 
that was offered at the announced prices 
which would function as minimum support 
prices. There were two tiers of procurement 

- by the central govenimcnt through the 
Food Corporation of India which was set up 
for this purpose, and by the state governments 
under various schemes some of which u.sed 
traders and millers of grain as procuring 
agents. A chain of Fair Price Shops was set 
up to distribute procured grain to final 
consumers at issue prices which were lower 
than the sum of purchase price plus storage, 
transport and handling costs, the difference 
between the two being met through a central 


food subsidy which on average was about 
10-12 per cent of the final pnee through most 
of the next 25 years. 

The success of .such a system obviously 
depended on the extent to which large enough 
production increases could be obtained to 
allow both a slowly ri.sing ratcof consumption 
in rural areas, as well as incre.i.sed com¬ 
moditised output forthe re.stofthccconniiiy. 
The wheat revolution up to the mid-1970s 
in north indiaparticularly inPunjab, followed 
by Ihe growing of rice as an entirely com¬ 
mercial crop in the same region, provided 
the basis for the grqwing intci vention ot the 
stale in the food economy. As Table I shows 
Punjab saw a 134 per cent rise in food output 
per capita by the end-19K0s and the northern 
region as a whole a (v4 per cent rise in this 
variable compared to stagnation or decline 
in all other slates and regions in India (except 
West Bengal which started registering good 
growth from the mid-l9K0s). Decline was 
particularly marked in Ihe west-central and 
southern region. 

North India thus emerged ns the crucial 
surplus-ioodgrains region which supplied 
the bulk of ccntrally-procuied food stocks 
which were then allocated at subsidised prices 
to the mainly uiban areas and lood-dcficit 
states, in a highly uneven manner no doubt 
but nevcnhelcss helping in sonic measure 
to counter the strong tendencies towards 
increasing regional and class diilctciice.s in 
consumption. Ftir the very success ol green 
revolution in north India raised rural incomes 
ra.stci there, and the aborting of land reforms 
meant that the gains of growth everywhere 
accrued largely to an emerging class of 
capitalist farmers, leaving behind the mass 
of peasants unable to finance the transition 
to the new technology, whose relative income 
position worsened. The sixiially nariowiy- 
based and capitalist nature of the invesiment 
also meant that the positive employment 
effects were much smallerthun were initially 
expected as the capitnli.st farmers growing 
two or mure crops found it paying to 
mechanise operations. 

■ lliecuionial ircndoftiveralldeclincinper 
head food availability was reversed and a 
modest 17 per cent rise was achieved for 
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India by 1990 compared to 1950. The total 
rise of around onc-sixth still has not fully 
recaptured the ground lost with the decline 
between 1 900 and 1947 by 25 per cent. But 
as we have .seen overall rising availability 
was almost entirely on account of the output 
performance in north India, and the fact that 
surplus-producing farmers in Punjab. Uttar 
PraJesh and Haryana .sold to the government 
agencies and did not export, was crucial to 
its ability to supply deficit states and keep 
the cities provisioned. By the late 1980s, 
over 90 per cent of wheat procurement by 
all agencies was from north India and over 
66 per cent of rice procurement was al.so 
from this region, with Andhra Pradesh 
providing another 11 percent and the balance 
being distributed over a number of slates. 
The traditional rice-growing area.s located in 
the coastal nver deltas did not supply most 
of the rice procured because rice is the staple 
food in the.se areas with the bulk of output 
being retained by producers and paid out as 
kind wages to labour while only a third or 
so enters the market, in Punjab on the other 
hand 99 per cent of ihe nee crap is sold. 

Punjab in particular and north India 
generally thus have come to constitute the 
exclusive supply source for the PD.S as 
regards wheat and is the major source for 
rice. This regional concentnilion has played 
an implicit role in the im|iermissibility of 
minority .sccessionism in Punjab for ibis 
would be tantamount to a break-up of the 
Indian union as an economic entity. It is 
paradoxical that having successfully fought 
the terrorist secc.ssh mist movement in Punjab 
the central government is now adojHing an 
extremely dangerous policy of freeing fiHid 
exports undcrlhccurrent trade liberalisation. 
Opening to the world market can destroy the 
Indian food security system such as it is in 
a few years, which the terrorist niovcincni 
in Punjab has not managed to do in over a 
decade. 

It was argued by a lormcr chairman of the 
Agricultural Prices Commission. Ashok 
Mitrain an influential book {Tenns of Trade 
and Class Relations) th.'it the big wheat 
farmers of north India exerted a dispro- 
fxiilionate influence on Ihe APC for escalating 
prices of procurement, (which were not 
justified by the production increases they 
elicited), such that they piKkcted a large 
differential rent. It is certainly true that con¬ 
sumers’ interests were so undermined by 
rapid food price intlation during 1973-75 
that astrong anti-government popular move¬ 
ment developed led by the ailing Gandhian 
leader Jayprakash Narain, who was arrested 
as were opposition and left activists under 
the political emergency clamped down from 
June 1975. Although with the passage of 
fairly draconian acts at the same time to 
control hoarding and profilccnng the rate of 
food price inflatio.. came down fa.st in the 


next two years, the Indian people showed 
that they did not want inflation control at 
the cost of political rejnession. by voting out 
the Congress from government in the 1978 
polls so that for the first time in the history 
of independent India, a non-Congress 
coalition government came into existence 
albeit briefly. 

After the political crisis of Ihe 1970s, up 
to 1990 the PDS was expanded in terms of 
the volume of grain it handled and the 
coverage of the population. The unrest 
leading to the emergency had underscored 
the inllation-sensitivity of the Indian urban 
lower-income population in particular and 
the PDS was seen now as playing a politically 
stabilising role by allowing the poor and the 
lower middle classes to access affordable 
basic food for at least a part of their require¬ 
ments. It is clear from the evaluation studies 
carried out of the working of the PDS by 
independent academics that Ihe ration scale 
a<id utilisation varied widely and that apart 
from four states (Kerala, West Bengal and 
Tripura, all bastions of the Left, and the 
politically .sensitive mountainous border .slate 
of Jammu and Kashmir), the role of the PDS 
in meeting total consumer requirements up 
to the 1980s appears to hiivc been quite small 
(Table 2). However looking at ration utili- 
s.iiion in isolation can be quite misleading, 
for the very fact of the existence of the PDS 
had a moderating effect on the level and 
fluctuation.s in the open market prices at 
which the icmaining food was bought. 


Reginn/State 1960-62 

( 1 ) 


Nuith and North West 

Ha,yana and Punjab .J 1.1.5 

Ullur Pradesh 184,5 

Jammu and Kashmir, Himachal 113.9 

Average 204.6 

East 

Assam 145 4 

Bihar 158.6 

Orissa 235.1 

West Bengal 147.5 

Average 162.2 

South 

Andhra Pradesh 180.8 

Knraataku 161.6 

Kerala 61.9 

Tamil Nadu 160 9 

Average 152.1 

Wesl-Ceniial 

Gujarat 10.3.5 

Madhya Pradesh 273.9 

Maharashtra 165.0 

Rajasthan 242.1 

Average 198.6 

All Regions 178.9 


The main criticism up to the l98Qs was 
that the PDS had a strong uriun bias and 
that over three-fifths of fair-priceshops were 
located in urban areas and their periphery 
(except in three states two of which were 
traditionally food-deficit and where Left 
Front governments led by the Communiys 
had ruled formoieor less continuous periods). 
Certainly there was no correlation between 

Table 2: Ration Scale and Utiusation 

Region/Siate Grain Offtake PerCem 

Ration _ of 

Kg Per Head (2>to(l) 
Per Month 


North and North-West 

Haryana 

12.0 

0.95 

7.9 

Punjab 

1.3.0 

1.3.3 

10.2 

Uttar Pradesh 

16.0 

0.71 

4.4 

Himachal 

9.0 

1.43 

IS.9 

Jammu and Kashmir 

8.0 

3.84 

48.0 

East 

A.s$am 

8.0 

2.24 

28.0 

Bihar 

8.0 

0.83 

10.4 

Orissa 

5.0 

1.18 

23.6 

West Bengal 

South 

4.0 

3.85 

96.3, 

Andhra Pradesh 

10.0 

1.22 


Karnataka 

7.0 

1.44 

20.6 

Kerala 

1.3.2 

4.15 

31.4 

Tamil Nadu 

7.0 

0.49 

9 7.0 

West Central 

Gujarat 

10.0 

0.97 

9.7 

Maharashtra 

15 0 

2.00 

13.3 

Madhya Pradesh 

120 

0.75 

6.3 

Rajasthan 

7.5 

0.40 

5.3 


Source: Adapted from Kabra et al 1992 . p 57. 


72-74 

(2) 

1984-86 

(.3) 

PerCem 

Change 

(3)-(2V<2) 

4.54.0 

7.34.9 

134.4 

176.9 

242.8 

31.6 

222.1 

212.4 

86.S 

2.34.7 

3.37.2 

64.8 

1.37.9 

121.1 

-16.7 

140.0 

1.36.9 

-13.7 

200.1 

217.1 

-3.5 

151.0 

154.6 

4.8 

152.9 

152.9 

•5.7 

175.3 

I6I.S 

-10.7 

185.0 

154.3 

-4.5 

58.9 

43.6 

-29.6 

146.6 

1.34.1 

-16.7 

1.50.4 

1.3.3.9 

-12.1 

95.2 

95.5 

-7.7 

231.4 

237.2 

-13.4 

IIO.O 

120.7 

-26.8 

199.8 

180.4 

-25.5 

158.3 

160.3 

-19.3 

172.0 

192.1 

7.4 


* (Annual average for selected triennial periods in kg per head of regional population). 

Source: Calculated from lime-series in Area and Out/tui of Princiiwl Crops in India for outpuhil 
Census of India forpopulaiion. The hill stales of north-east India have been excluded os th^ 
data arc not complete and their share in total food output is very small. 


Table I; State and Reuiun Fdoixirains Oirmrr Per Capita*. 1961-86 


1106 


Economic and Political Weekly May 17-24, 1997 



the statewise variation in the level of poverty 
and the allocation of food supplies through 
the POS. Whether the PDS had com¬ 
prehensive coverage and worked well or not 
depended on the commitment of the state 
governments concerned. On the other hand 
^rural labourers, poor peasants and the urban 
unorganised workers too. especially in the 
non-Left states, badly needed food security 
given the regime of inflation which was 
eroding their already low real incomes. A 
number of non-Congress governments 
formed by regional political parties which 
came to power in the September 1989 and 
May 1991 elections in the individual states 
started providing additional subsidy out of 
their state budgets to extend the PDS to the 
poorest segments of the population through 
schemes providing grains at a lower price 
than the central consumer issue price, or 
extended the coverage of rural populations 
by fair price shops. These included the .states 
of Tamil Nadu which had a midday meal 
scheme for .school children. Andhra Pradesh 
. (which introduced the hugely popular Rs 2 
per kg rice scheme) and more recently 
Gujarat. There was no targeting in terms of 
restricting accc.ss to the PDS to specific 
income groups for this would be admini¬ 
stratively costly and unworkable; a great 
deal of automatic screening out takes place 
because the well-to-do prefer to buy better 
quality grain from theopen market and allow 
their ration cards to be used by their poorer 
employees and domestic servants. Per head 
utilisation by the poor of the PDS was 
therefore somewhat higher than the nominal 
figures indicate. 

Up to mid-1991 national policy was thus 
geared to achieving higher food consumption 
levels for the poorer segment of the domestic 
population, and agncultural products could 
only be exported subject to specific 
clearances. India was a net importer of 
foodgrains to a declining extent up to the 
early 1980s afler which in several years a 
small net export emerged. The weight of 
government's intervention in the food 
economy grew over time until by the late 
1980s it was procuring 16 to 17 mt or over 
one-tenth of the total cereals output, and 
maintaining buff er stocks of grains of up to 
25-28 mn tonnes or over a sixth of annual 
gross grain output. Since existing estimates 
of the markettSd pan of grain output is nearly 
40 per cent, government was handling about 
two-fifths of the commoditised grain and 
private traders the remainder. 

With up to two-flfths of market supplies 
being bought by government under this dual 
purchase and prices system, it played a major 
role in determining tlie socially acceptable 
rate of inflation since the open market prices 
of foodgrains rosein tandem with government 
procurement prices. Tendencies to hoard by 
traders in expectation of inflation in bad 


harvest years and unacceptable open market 
price rise, were to be countered in principle 
by the release of stocks while the po.ssibility 
of any sharp fall in price which might 
adversely affect the producers was in principle 
to be countered by unlimited purchase at the 
minimum support price. By and large double 
digit rales of ftMxl price inflation came to 
be considered excessive and efforts were 
made to keep within this limit. A balancing 
act had to be carried out every year by the 
Agricultural Prices Commi.ssion between the 
inicrcstsofproduccrsand those of consumers 
bearing in mind the specific year to year 
variations in the production and supply 
situation. 

Theconflicting intcrc.stsof food pioduccrs 
and thoseof consumers with respect to prices. 
is far from being identical with the rural- 
urban division in India. The nntjority of the 
rural population itself purchases foodgrains 
from the market. The rural labourers alone 
are two-fifths of total rural working 
(mpulatton and to this we have to add (he 
poorer peasants, artisans, tertiary sector 
workers, and those in the livestock and 
forestry sectors, all of whom arc net food 
purchasers. Large numbers of small 
cultivators ekeing mil n bare .subsistence are 
.specialised in growing cash crops likccotton 
nr tobacco on contracts and they too arc 
adversely affected by food price rise. Tribal 
(xipulations* share in the mral population in 
poverty, is about double their share in the 
total rural population and they arc highly 
vulnerable to inflation. Altogether, fully 60 
percent to 65 percent of the rural population 
itself loses out from mod price inflation and 
stands to benefit troin the extension of the 
PDS to rural and tribal arcus, quite apart 
from the urban workers a smtill part of which 
at least is better oft in having indexation of 
earnings to inflation. Improvement in the 
agnculturc-manulacturing baiter terms of 
trade for agriculture, affects adversely the 
majority of the rural population who arc net 
buyers; dcteriorafion in the terms of trade 
affects adversely the producers who arc net 
sellers, and through decline in their incomes 
also affects the groups providing services 
and goods to the pnxiucers. 

Stability in prices received, with low 
amplitude of fluciu.'itions, is very important 
for crop producers, especially for the poor 
among them, because sharp downward 
fluctuation does not play a .symmetrical role 
compared to equally sharp upward fluctua¬ 
tion: the tormer can induce debt or loss of 
assets such that the advantages of the latter 
cannot be reaped subsequently. The internal 
agrieulture-manufacturing barter terms of 
trade received by Indian agricultural pro¬ 
ducers in the 1960s shows relatively steady 
improvement compared to world terms of 
trade which declined and had ahigh amplitude 
of fluctuations. Owing to tlie ‘food first’ 


policies and limited external trade in farm 
prmJucts, Indian producers may nut have 
reaped any benefits fiom ihe upswing in 
world commodity prices of the 1970.s. on the 
other hand they were not subjected either to 
the dis.istrons decline in piimary product 
prices and of the iniemationiil lei nis of trade 
which has been laced by export-oriented 
developing coumnes all ihrough Ihe l9K0s 
and which continues into ihc 1900s. TTiis has 
affected the ex|)ori-onenled sub-Saharan 
African economies so adveisely by way «>l 
decline m per head food output that many 
arc facing pre-famine coniunctiues. With 
trade liberalisation in agriculture and 
increasing export orieniaiion. Indian piiNlu- 
cers too Jie now going to be increasingly 
vulnerable to international price declines. 

How may we evaluate Ihc (|uestion of 
achieving food security Ihrough public 
intervention, looking at ihc Indian expencncc 
from I9()5 to 199(1? F-irst we have to realise, 
of course, I hat despite sol vi ng the f(K>d output 
growth problem to some extent and incicasing 
average availability, Ihc unequal distribution 
ofthisgainandihe (leisisience of hoili severe 
chronic undemnirilion .md (leriodic starva¬ 
tion among particular segmenis, ari.se from 
the basic leaturcsof unacceptably high levels 
of uneinploymi;ni and ol poverty. These 
remain owing to the slratcgy ol growth 
followed, VI/., without a redistributive land 
reform and relying on a ihin slrutum of 
capitalist farmers to deliver the goods Over 
two-thirds of the poor are in rural aicas and 
over halfofihe.se in turn arc scheduled castes 
and tribes. The lack of lood seem it v for Ihc 
poor arises from their insulliciency of 
purchasing power, and any rational strategy 
of ensuring lood security would necessarily 
involve tackling the piobicm lioin both the 
demand and Ihc supply side putting 
purchasing power in their hands thiough 
programmes generating productis c employ¬ 
ment and incomes, prefer ably of.such a nalii 1 e 
as to create badly needed rural assets, on Ihe 
one hand, and extending the coverage of the 
ration shops on the other so dial they can 
access necessities at affordable prices. 

Where income distribution remains so 
highly skewed and such a high share of the 
poj>ulalinn remains in poverty, letting Ihe 
market dothc |ob of distribution istaniamount 
to condemning the (xior lostarvalion, because 
they cannot ever hope to compete m 
purchasing power, expressing Itself in market 
etfectivc demand, with the well-to-do lop 1.5 
per cent of Ihe population, who monopolise 
anything bet ween 6.5 to 7()pcr cent ot nation:il 
income (depending on the estimated size ot 
Ihc black economy) and whose pattern of 
consumption w ilI largely detenninc cropping 
patterns and land use. The changing 
consumption pattern of the well-to-do is 
increasingly geared the world over, and the 
Indian elite is no exception, to demanding 
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animal proieins-based foods which as we 
know arc highly land and grain intensive. 
China with its much better food security 
system than India, is already facing problems 
because its internal income inequalities are 
increasing under Dengist policies, the per 
capita consumption of animal proteins has 
quadnjpled in five years involving a huge 
and increasing draft for feed on existing 
stagnating grain output, reducing thereby 
basic foodgrain availability for that segment 
of its population which is losing out in terms 
of purchasing power. 

With trade liberalisation and subsidy cuts 
the situation becomes much worse for the 
poor in countries like India, who now have 
to compete with their meagre doliar a day 
wages with the northern consumers with 
their 60 dollars a day income clamouring for 
cheap goods only tropical landscan produce. 
With subsidy cuts the access to affordable 
food falls while on the other hand open 
market prices in the domestic currency rise 
affecting the poor owing to a combination 
of two factors: direct export of foodgrains 
and a diversion of food producing land and 
re.sources to non-grain agro-exports. The 
employment effects of the cropping pattern 
shifts may well also he negative, though this 
requires more research. The central 
government itself having initiated food 
exports, has then to compete with the 
international market and raise procurement 
prices faster than it might otherwise to keep 
its shops supplied, but in that very prtx’ess 
the poor arc priced out of the ration shops. 
On the other hand in the longer run dollar 
prices of agn-exports start tailing relative to 
import prices as dozens of third world 
countries compete with each other, .so the 
capacity to finance food imports declines. 

The demand that Indian farmers should 
get ‘world prices' fur their products would 
make .sense it Indian wage-paid workers 
including rural labourers, who arc over ten 
limes more numerous than uiban workers, 
got ‘world wages‘ for their labour in 
producing those products. .Since they do nut 
and will not. any demand for ‘world prices' is 
tantamount to saying that the purchasing 
power and real incomes of rural labourers 
and other poor net food purchasers should 
be severely squeezed. 

Furthermore, the capitalist farmers 
demanding ‘world pnees' at present do not 
realise that the formation of these world 
prices is asymmetric in nature: the cereals 
trade-dominated by advanced countries is 
characterised by monopoly and monopolistic 
pricing (advanced countries as agroup closely 
monitor and co-ordinate their output and 
inventories while subsidising their farmers) 
whereas the agri-cxfxirt trade in the major 
comnuxiities producible in tropical and .sub¬ 
tropical developing areas is characterised by 
enforced competition. 


II 

^Exports First* Phase under 
Reform Ptdicies 

With the thrust towards agri-exports and 
raising of the ceilings on exports of a number 
of commodities, a marked impact is observed 
on cropping patterns, output composition 
and on domestic prices since 1991. 

Cropping pattern: Even during the second 
half of the 1980s, there was a declining trend 
of coarse grains production and growth of 
oilseeds, largely on account of (he shifting 
composition of domestic demand as income 
distribution worsened (national accounts 
statistics show a marked rise in the share of 
property income and a fall in the share of 
self-employed and wage-employed incomes 
in the 1980s: summarised in Patnaik 1994). 
This trend has speeded up in the reform 
period as agro-exports were promoted. Sown 
area under cereals and pulses is being 
displaced by oilseeds particularly oilseed 
proce.ssed into fccdconccntrate, and by other 
horticultural crops. Thus the gross area under 
the coarse grains declined by 4.8 mn ha 
between 1990-91 and 1995-96. The pulses 
area fell by 2.5 mn ha up to 1993-94 and 
recovered 1.7 mn ha of this in the next two 
years; but there is still a net loss of nearly 
a million hectares by 1995-96 compared to 
1990-91. Area under wheat and rice has 
remained stagnant at between 67 and 68 mn 
ha in the six years after 1990-91 whereas 
it had registered ri.se in (he 1980s (Table 3). 

Ri.se in yield per unit of area has been 
insufneient to maintain the earlier output 
growth rate by compensating for the area 
decline of total foodgrains from 127.8 to 
123.5 m ha during 1990-91 to 1995-96. 
There is therefore a marked slowing down 
of total foodgrains output growth rate in the 
1990s compared to the 1980s. Tlie average 
of annual growth rates from 1990-91 to 
1994-95 and to 1995-96 in total foodgrains 
has bcenonly 1.27 per cent and 1.06 per cent, 
respectively, or substantially less than the 
population growth rate, therefore there is 
failing per capita production of foodgrains 
(Economic Survey 1995-96, 1996-97). 


The crops which have registered increase 
inareasownduring 199S-96overtheprevious 
year 1994-95 are in order of importance: 
cotton, oilseeds, sugarcane and horticultural 
crops, totall ing about 2.5 million ha increased 
area. Compared to 1990-91, the total area 
increase under all these crops has been 4.7 
million ha (of which cotton and oilseeds 
account for 1.7 and 1.8 mn ha) or about the 
same as the total decline in foodgrains area. 

Within oilseeds the fastest growing 
segment has been soyabean followed by 
sunHower and safflower. Soyabean out¬ 
put has nearly doubled by 1995-96 over 
1990-91, sunflower and safflower has risen 
by 40 per cent while other oilseeds have 
registered less than 10 per cent rise in output 
over the same perirxi. Domestic per capita 
production of edible oil has risen little 
however and import dependence continues, 
because nine-tenths of the fastest-growing 
segment, soyabean, is processed into feed 
concentrate for export: the export growth in 


TABi.t4: Kb'visfc'o Minimum Support Price, 

Cfntrai. Issue Price ' 


Rice 

M.SP 

Rs 

CIP 

Rs 

Date of 
Increase 

Pre-Reform 




1989-90 C 

185 

289 

25-6-90 

1990-91 C 

205 



Posl-Reforin 




1991-92 C 

230 

377 

28-12-92 

1992-93 C 

270 

4.37 

11-1-93 

1993-94 C 

310 

5.37 

1-2-94 

1994-95 C 

340 



199.5-96 C 

361) 



1996-97 C 

380 



Wheat 




1990-91 

215 

2.34 

1-5-90 

1991-92 

225 

280 

28-12-91 

1992-93 

2.50+25 

330 

11-1-93 

1993-94 

.305+25 

402 

1-2-94 

1994-95 

350 

427 


1995-96 

360 



1996-97 

380 



1997-98 

415+60 

4.50 

1-6-97 


Sources: Fifth Report of Standing Committee 
on Food. Civil Supplies and Public 
Distribulion 1994-95; RHI Report on 
Currency and Finance 1995-96 Vol I; 
The Hindu . February 25. 1997. 


Table 3 Area under Foodgrains and Oilseeds 


(m ha) 



Cereals 

All 

and Rice 

Wheat 

Grains 

Coarse Pulses 

Oilseeds 

1989-90 

103.3 

65.7 

38.6 

2.3.4 

22.8 

1990-91 

103.2 

66.9 

36.3 

24.7 

24.1 

1991-92 

99.3 

66.0 

33.3 

22.5 

25.9 

1992-93 

100.8 

66.4 

.34.4 

22.4 

25.3 

1993-94 

100.5 

67.6 

32.9 

22.2 

26.9 

1994-95 

lOO."’ 

68.5 

.32.2 

23.0 

25.3 

1995-96 

99.5 

68.0 

31.5 

23.9 

26.3 

Per cent change 
1995-96/1990-91 

-.3.5 

1.64 

-13.20 

-3.24 

9.12 


Source: Ecimomic Survey 1995-96 and 1996-97 Appendix Table S-17. Coarse grains area=cereals'' 


area less area under wheat and rice. 
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oilcdces has aveiagod 13 per cent annually 
during this period [Patnaik 1996. Table 10]. 

Simiiariy raw cotton exports spurted from 
an annual average of about 35,0001 in the 
four years before 1990, to 3.74 lakh tonnes 
in 1990-91, a more than ten-fold increase 

fin just a year; exports maintained a high 
average of nearly 2 lakh t during 1990-92. 
With such a violeitt export surge the domestic 
availability declined and a crisis of taw 
material supply emerged for domestic textile 
producers. Raw cotton exports show large 
annual fluctuations; in 1993-94cxports were 
2.97 lakh tonnes, dropping to 0.71 and 0.33 
lakh t in the two succeeding years despite 
a 30 per cent rise in world price in 1994; 
and spurting again to 1.29 lakh t in 1995 
as the international price rose by another 25 
per cent (Economic Survey S-S6 and 
Commodity Markets Review FAO 1996. 
pp 47-48). 

MlSMANAGEMEt4T OF PDS STOCKS AND 
Foodcrain Import 

I There was an excellent opportunity after 
mid-1995 to launch a programme of creation 
of productive assets (irrigation, reclamation) 
and infrastructure, whose wage-component 
could be met in a non-inflationary way by 
using the large PD.S foodgrains stocks (34 
mt in July 199.5) in such food-for-work 
programmmes. Instead, the government 
chose to dispose of what appeared to its 
myopic vision to be embarrassingly large 
stocks, by going in during 1995-96 for 
increased exports and rcconJ open market 
sales (7 mt) to private traders, resulting in 
a reduction of the stocks to below 26 million 
tonnes by July 1996 and below 20 m t three 
months later. At the same time there was a 
substantial shortfall of 6 m t in total food 

j output in 1995-96, which was only 185 mt 
compared to the initial estimate of 191 mt 
The shortfall arose despite a good monsoon 
year, from the continuing area conversion 
and fall in coarse grains and pulses to which 
was added a fall in wheat output by 3 mt. 

There was substantially lower procurement 
of both wheat and rice out of the crops of 
1995-96. The wheat procurement out of the 
lower output was around 8 mt compared to 
12 mt in the previous year at comparable 
time-points while the rice procurement was 
also 30 per cent lower at around 10 mt. The 
combination 6f continuing exportsand open- 
market sales out of stocks when there was 
sharply lower procurement, and a rising 
offtake from the PDS, led to a rapid drawing 
down of stocks which were below 20 mt by 
enid-1996. This tight supply situation created 
by mismanagement and poor anticipation, 
provided conditions for private traders to 
profiteer. 

i Exports of wheat and rice had become 
competitive owing to the unusually sharp 
rise in the international price in 1995 over 


the preceding year. Domestic market sales 
to trade and business which on average were 
more important than exports and accounted 
for 5.7 mt and 7.1 mt in the years 1994-95 
and 1995-96, were unwise as private roller 
mills and other businesses profited by using 
subsidised grain for conversion to value 
added processed pnxiucts for the high-income 
and export markets. The shortfall of 6 mt 
in 1995-96total foodgrain production, should 
have led immediately to a cessation of open 
market sales out of PDS stocks. These 
continued however at a high pace through 
1996, at the same time that demand was 
picking up in the course of that year. By end- 
1996 there was a sharp rise in the market 
price of wheat by as much as 40 per cent 
in the course of a few weeks. Grain import 
to the extent of 1.25 mt had to be contracted 
immediately and further import of up to4 mt 
is considered likely in 1997. 

India is likely to become an even more 
substantial foodgrain importer unless steps 
are taknt to encourage foodgrains production 
and protect the domestic producer of 
foodgrains. This is bccau.se recent exports 
are temporary,and indirect useof foodgrains 
by the well-to-do through conversion to 
animal products and processed fast foods, 
is rising fast as real income rises and income 
distribution becomes more concentrated. 

InFLAIION in ForilxlRAIN AND RaW 
Matf-rial PRirF.s 

In foodgrains the WPI (base 1980-81 = 
KX)) by 1995-96 was 313 compared to 179 
in 1990-91, or a nse of 75 per cent. During 
1996-97 fotxlgrains prices ro.se by over 12 
per cent so that since 1991 prices have 
doubled. The CPIAL has also doubled over 
this pcritxl. It is likely that given near-stagnant 
output the rise in foodgrains price would 
have been greater if there had not been a 
substantial cut ingrowthofaggregate demand 
owing to the unemployment-increasing and 
growth reducing macro-economic 
contraction which was especially sharp up 
to 1993 leading to a rise in rural poverty 
ratio. Subsequently in the next two years 
more expansionary policies were followed 
as the general elections approached. The 
1996 budget with its sharp cuts in budget 
expenditure in the rural sector however is 
likely to have continued the adverse rural 
unemployment trends during 1996-97. The 
revised estimates of outlay for 1996-97 are 
even lower than budget estimates. The 1997 
budget has continued this policy of reducing 
public expenditures with a mere 5 per cent 
increase in nominal terms in plan outlay over 
the 1996 budget estimates, which repre.sents 
a decline in real terms. 

PDS prices: Wishing to cut consumer 
subsidy on foodgrai ns supplied through PDS 
(such subsidy cuts affecting the poorest is 
part of S APcconomic theology) government 


decreed a sharp rise in the issue price of 
foodgrains in 1992 (30 per cent for rice and 
20 per cent for wheat, well in excess of the 
rise in procurement price), followed by further 
rises in 1993 and 1994 .so that total price 
rise was 75 per cent (Table 4). Price rise of 
this order led predictably to a sharp reduction 
in the offtake from the PDS, clearly because 
the poorest people depending on the PDS 
were priced out especially given the 
prevailing overall .scenario of contraction in 
economic activity.Tot.Tlofnakcof the cereals 
declined by as much as 8 mt up to 1994-95, 
which combined with incrca.sed procurement 
led to the building up of large stocks which 
peaked at 34 mt by July 1995, well in excess 
of required norms. 

The policy of reducing the consumer 
subsidy boomeranged on the government, 
as the cost of holding vertiginously rising 
slocks and subsidy thereon to the FCl rose 
sharply. The share of (he consumer subsidy 
in total subsidy declined from 87 per cent 
to 61,4 per cent between 1991-92 and 
1994-95 (Table 5). The outcome thus was 
an example of vicious Tinancing in which 
(he pour lost out while the burden on the 
budget was increased. 

Since the period of hike in administered 
food price and fpll in physical absorption of 
b.Tsic foodgrains by the poor was combined 
with employment decline, it is not surprising 
that the effects lasted well into 1996 de.spite 
I he earlier inception of expansionary policies 
to a certain extent. Perhaps the undesirable 
form of the expansion - increasing the 
government’s revenue deficit rather than 
undertaking more productive expenditures 
- also had a major role to play in prolonging 
the phase ol poverty-induced lower offlake 
from the PDS. Dun ng 1995 offtake continued 
its downtrend and only during April- 
December 1996 was there a substantial rise 
in offtake after continuous decline in the 
previous five years. The issue price of 
foodgrains was raised after a three-year gap 
in February 1997, to be effective from June 
I. At the same time food subsidy was targeted 
for the first time with (he provision that those 
below the poverty line would be able todraw 
10 kg for a family of four per month at 
R;. 2.50 per kg for wheat as against the 
revised price of Rs 4.50 per kg and R$ 3.50 
per kg for the common and fine rice varieties 
as against Rs 6.50 per kg. 

Procurement out of the 1997 rabi wheat 
harvest has been lagging during April with 
surplus wheat farmers of Punjab and Hatyana 
in the Bharatiya Kisan Union boycotting the 
government’s purchase agencies and 
demanding an unrcali.stically high price of 
Rs6l5 per quintal (landed price of imported 
wheat) compared to the CACP’s announced 
producer procurement price of Rs 415 per 
quintal plus bonus of Rs 60. This latter price 
already represents a substantial increase over 


Economic and Political Weekly May 17-24, 1997 


1109 



the previous year's price of Rs 380 per 
quintal and will fuel domestic fimd price 
inllatioii further. II the transport and handling 
chargc.s to Bombay which come to about a 
quarter of the production cost are added on, 
fhinjab wheat cannot be exported for less 
than Rs 470. Given the decline in the 
international wheat price during 1996 as 
advanced countries unloaded inventories, 
the BKU farmers’ demand was hardly 
realistic. With the government reportedly 
preparing to import up to 4 million tonnes 
of Ibodgrains in the current year the boycott 
could not be sustained. 

The capitalist farmers wi.shing to link 
Iheinscivcs directly to the world market 
regardless ol national requirements, arc 
unwise Ironi the viewpoint of their own 
long-lcmi mtcrcsisand show little knowledge 
of world commodity markets. While they 
may hcnctlt in the short run from upswings 
in cereal price as occurred during 1995, 
export orionialinn also means bc.iring the 
brunt ofdown.svMngsinworhl prices. Further, 
at prc.scnt KS per cent ol the global wheal 
market is supplied by a handlul of countries 
within the OECD (Canada, US and EUI who 
subsidise their producers heavily. To keep 
their market share they can raise Ihcir 
levels of subsidy via GATT-compatiblc 
direct payments, undersell potential 
coin|x;litnrs easily and penetrate markets 
like India which aic currently being obliged 
undci WTG to give up quantitative restric¬ 
tions and open up to agricultural inipoi is (the 
level ol advanced couniiy subsidy is 
dtsciis.scd briefly in the thud section as is 
thcpropo.sed icmov,ilofquaniiiaiiverc.sinc- 
lions on imi iiniHirts). 

The surplus tanners of north India would 
do well lo supply the internal market lirst 
rathei than clamour foi free trade, for the 
obverse of the unrestricted ex|Kiris they 
demand, is tinresiiicled imporis: by 
su|)porti ng fi ee I rade they ex pose themselves 
lo being unilersold in the domestic market 
by heavily subsidised ailvanccd country 
producers (The subsidies paid out lor 
example by the U,S government alone in 
1994 to Its 3 million full-time fanners, was 
almost equal to the entire value of the GDP 
produced by the wholeot Indian agriculture). 

Raw main iah: Raw cotton saw a sharp 
rise in domestic price as exports shot up to 
an annual average of nearly 2 lakh tonnes 
during the four years 1990-91 to 1993-94 
compaied lo a sixth ol that level earlier 
during the late 198(K. without commensurate 
rise in output. While in the five years after 
1991 domestic raw cotton support price was 
nearly doubled {liconomicStii-vey 1 996-97). 
owing to the export surge in the early 1990s 
the ofien market price rose faster and yarn 
price doubled, causing great distress to 
weavers both in the handloom and the small 
powcrliKiin sectors. Government was obliged 


(o announce a temporary hank yam subsidy 
scheme to avert complete ruin for lakhs of 
weavers, despite subsidies being anathema 
under SAP. 

In the first quarter of 1997 raw cotton 
prices for major varieties more than doubled 
again from Rs I,i00 to 2,400 per candy 
following the release of 1.63 million bales 
for export. The number of closed mills ro.se 
from 175 in April 1996 to 206 by April 1997 
according to the president of Indian Cotton 
Mills Fetteration, (reported in The Hindu, 
May 19). Thus not only is there rise in 
domc.stic unemployment, but since textiles 
arc a major foreign exchange earner iheic 
is reduction of international competitiveness 
from .such a large rise in domestic raw 
materials price owing to indiscriminate 
export. Raw cotton illustrates with textbook 
clarity the problems with the mindless export 
of a raw material in response to highly volatile 
world price, in inducing deindustrialisation 
anu loss of competitiveness in a sector with 
higher value added than in the production 
ol that raw material. 

Why Rwi-ni Grain Exmars ARfi a 
Temporary Phenomenon 

India actually exported toodgrains during 
1995-96 and 1996-97 but this uru.se from 
two mainabnoriTial factors; First, abnormally 
high Intel national prices for whcai and rice: 
wheat price rose 27 percent in 1995 by July- 
.Scpiemhcr and ro.se further by 15 per cent 
to December, while indica variety of rice 
rose 40 per cent. (FAO. Commodity Markets 
1996). This made Indian wheat and rice 
competitive for the first time. But as major 
world suppliers have reduced slocks and 
increased supplies, prices have already 
da'Iincd from these abnormally high levels 
in the course of 1996 by about 25 per cent 
and at projeeted prices, Indian exports will 
no longer be competitive. Since the cost of 
transport lo Bombay is a major part of final 
cost, if wheal farmers could export through 
Karachi rather than Bombay (hey would still 
just make the global market: hence the recent 


aitemptby some wheat-surplus scatesin noith 
India to parley directly with Pakistan. 

Second, os earlier discussed, abnormally 
large stocks of cereals had built up with 
government owing to reduction of offtake 
from PDS following near-doubling ofissue- 
prices between I99i and 1994. combineti^ 
with high levels of procurement; thus pricing 
out of the poor from PDS and reduction of 
their consumption, underlay the ability to 
export out of rising stocks. (The recent 
PlanningCommission Expert Groupcstimate 
of the poverty percentage for 1W3-94 at 
36.3 per cent is in conformity with this 
picture). Combined with exports, there 
were also large open market .sales which 
have already reduced stocks to near normal 
levels. 

Grain demand will increase in the next few 
years for direct consumption and for 
conversion to livestock products, but supply 
is lagging: first, it is in principle very undesir¬ 
able to curb the already low consumprion 
ol the low-income groups; the correct if vecy 
bclatcdcmphasisnow isloenable low income^* 
groups lo access foodgrains by reducing its > 
price. The new coalition government which 
as.sumcd office after the May 1996 elections 


Tabi>:6: Producer .Subsidy Equivalents (?.•■£) 
IN the us and EU 



US 

EU 

Wheat 

Total PSE (5 Billion) 

4.12 

9.22 

Unit PSE ($ Per Tonne) 

66 

114 

Subsidy as per cent of Unit 
Price of $ 140 per tonne 

47 14 

81.4.5 

Course Grains 

Total PSE (5 Billion 

5.02 

7.89 

Unit PSE (5 per tonne) 

19 

111 

Subsidy as per cent of Unit 
Price of SKX) per tonne 

19 

Ml 

All Products PSE (S Billion) 

26.2.t 

80.48 

PSE per lull-liine farmer ($) 

16.000 

18.000 


Source: OECD. Agricultural Policies Markets 
ami Trade 1995 quoted in K Watkins 
1996; Unit PSE as per cent of unit price 
calculated by us using price data in 
FAO Commodity Markets Review 1996. 


Tabli- 5; Break Up of Total Food Subsidy between Consumf.r Subsidy and Carryino Cost of 
Snx K-iioLDiNti 1991-92 TO 1994-95 


Year 

Sale Quantity 
mn 1 

Consumer Subsidy 
on Sales Rs bn 

Average Buffer 
mn 1 

Carrying Costs 

Rs bn 

1991-1)2 

21.161 

28.9091 

5.580 

4.3274 

1992-9.1 

17.950 

12.2177 

4.348 

4..5069 

199.1-94 

18.646 

31.7499 

10.629 

12.4534 

I994-9.S 

18.815 

27.1600 

I6..590 

17.1900 


Total Subsidy Per Cent of Consumer 

Provided for in 



Rs Bn 

to Total Subsidy 

cot Budgei 

1991-92 


33.2365 

86.98 

28.5000 

1992-9.1 


16.7446 

87.73 

27.8528 

1991-94 


44,2013 

71.83 

55.3714 

1994-95 


44.5.500 

61.41 

51.0000 


Sourre. t2ih Report of the Stundinfi Ommutee on Food, Civil Supplies md PuMIc Disiribulim 
1995-96, presented lo Lok Sabha on May 9, 1995. p 5. 
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announced a new PDS scheme under which 
the poor are to pay half the price payable 
by the non-poor. Ttie domestic absorption 
of foodgrains by the low-income groups 
may now be expected to increase, if the 
Kheme is seriously implemented. 

*But second and much more important, the 
present rapid annual growth at 8 per cent to 
10 per cent in the consumption of livestock 
products on account of the well-to-do top 
15 per cent of the population (who arc both 
increasing their incomes whether black or 
white at a faster rate and getting tax breaks) 
will mean an increasing demand for fodder 
grains and concentrates. The income- 
elasticity of demand of the well-to-do in 
developing ctmnirics. for animal products 
which arc very grain-intensive, has been 
estimated to lie in the range of 1.6 to I R 
(Hasheyama 1996]. As we pointed out [in 
Patnaik 1996], present oflicial figures of 
cereal availability per head overstate the 
amount available for direct consumption 
because the already higher rate of conversion 
hnli vestock products is not taken into account 
and a 4S-year old convention of deducting 
only one-cighth of gross output on account 
of seed and feed is still being mechanically 
followed. It is true that with the spread of 
HYV the seed fraction of output has come 
down, but thisaloncdocs not justify retaining 
the same total percentage deduction for 45 
years on account of seed plus feed. The feed 
component is likely to have risen much more 
than is commonly believed. Additionally 
there IS today a much higher rate of conversion 
of grain to processed foods for urban 
consumption - cornllakcs. noodles, etc - 
reducing direct availability for the rural 
masses further. (It isof no use to tell the rural 
labourer to cat noodles if he cannot afford 

^'wheat). 

While demand fur (he indirect grain 
consumption is spurting, as we have seen 
during 1990-91 to 1996-97 the average of 
annual foodgrains growth rates has come 
down to only 1.07 per cent and per head 
availability has declined. 

Given the factors enumerated above it is 
therefore quite realistic to project substantial 
grain imports if not enough is done on the 
production front to raise yields very 
substantially. We may not acccpttheestiinatc 
of WorldWatch Institute that India will require 
to import 43 rim tonnes of foodgrains by 
2030, but well-to-do consumers' demand is 
pressing on lagging domestic supply and net 
impart is very likely in coming years. 

Ill 

Disinvoking Balance of Payments 

Cover for Retaining Quantitative 
Restrictions in Agriculture 

^ WhilethesignatoriestoGATTI994agreed 
to eiiminatequantitative restrictions through 
an initial process of tariffication and reduction 


of tariffs over time, those developing 
ccHintries whose balance of payments position 
could be threatened or development affected 
were permitted under Article 18b to retain 
quantitative restrictions. This was a strong 
safeguard against premature opening up to 
unrestricted impons. On the argument that 
India’s balance of payments positionis sound, 
the advanced countries during the last two 
years have been putting unremitting pres.sure 
on the Indian government to disinvoke the 
bop cover provided by Article 18b. With 
several administrators well-schooled in neo¬ 
liberal theology and with track records of 
serving in the Fund and the Bank already 
ensconced in decision making positions in 
the key ministries of commerce and finance, 
disinvoking has been recommended 
overriding the objections of the Planning 
Commission. The disinvoking is unwarranted 
in view of the renewed fragility in the trade 
situation; moreover the removal of 
quantitative restrictions on agricultural 
import.s will expose lakhs of Indian farmers 
to grossly unfair competition from heavily 
.subsidised advanced country products, 
particularly cereals and dairy products. 

In any case to argue that India's balance 
of payments position has ceased to be fragile 
is erroneous India's current account deficit 
hud reduced duri ng 1991 -92 to 1993-94, but 
has agiiin shown a substantially rising 
trend during 1994-95 to 1996-97. Thus in 
1994-95 it more than doubled over the 
previous year’s level and in 1995-96 it again 
doubled over the 1994-95 level to reach US 
$5.4 bn. In 1996-97 it is projected to be 
$4.86 bn on the basis of April-Dcccmber 
1996 data. While there was addition to 
reserves earlier, in 1995-96 reserves had to 
be drawn down by 3 bn dollars. The capital 
account situation is nut yet clear for 1996-97. 

The BOP situation remains fragile and the 
fragility can be expected to increase for a 
number of reasons: 

(a) earlier high export growth rates are 
necessarily reducing. From April toOctober 
in 1996 every month has shown sharply 
lower export growth compared to the 
corresponding month of 1995, and in 
November and December 1996 the export 
growth became negative. For the period 
April-Decembcr 1996 the growth rate has 
dropped to 6.4 per cent compared to 24.2 
per cent in the previous year. 

(b) Imports have also slowed down to 
register 4.4 per cent growth during April- 
Decembcr 199o. However in future imports 
can be expected to grow much faster because 
a range of coasumergotxls have been already 
put on OGL in recent months and the 1997 
budget tax breaks will increase disposable 
incomes with the well-to-do. 

While (a) and (h) together will raise the 
current account deficit, the capital account 
cat) scarcely be a source of solace, what with 


continuing debt-repayment obligations, the 
meagreness of DFI inflows, the plateau in 
NRI remittances, and the ever-present threat 
of ‘hot-money’ flight. 

In view of these adverse trends it is in any 
ca.se unwise to give up Article 18B. More 
importanty however .such giving up exposes 
lakhs of Indian farmers to gt«issly unfair 
competition. 

AcRICULTURAL SoBSIOIbS IN ADVANCED 
CoiiNTRirs 

The competition which Indian fanners will 
face if there is opening up to agricultural 
impons from advanced countries is an 
extremely unfair one, given the high total 
transfers amounting to over I J.S $ 28,(XX) and 
nearly US $ 20,(XX) per lull-time farmer 
equivalent in the US and EUiropean union 
in 1995 (data in 1996 OECD Repnrt Part 3). 
This subsidy alone is 70 times the income 
of the typical Indian farmer. 

Advanced countries arc able lu continue 
giving very high subsidies and still comply 
with GATT 1994, because they have ensured 
that ‘Green box’ and other provisions have 
been written intothcAgrcemeni, using which 
they cun increase certain new types of 
transfers to their farmers while reducing the 
older types, so th;}t the total dc tacto transfer 
remains unchanged or declines very little 
Thus under these pro visions they can replace 
reduced market price .support, by budgetary 
support, which includes direct cash payments 
such as ‘deficiency payments' (in the US. 
this bridges the gap between a notional high, 
politically determined ‘target price’ and 
guaranteed intervention price), headage and 
area payments, compensation payments for 
reduced maiket support, and operate a range 
ol other budgetary transfer schemes under 
environmental clauses (lor a list sec OECD 
Report 1996, p 46). 

The Furopcan union increased direct 
payments by 25 per cent in 1994; the share 
of direct payments in US has been rising too. 
For all OECDcountries taken together direct 
payments have ri.scn from 16 per cent in the 
base period, to 23 per cent of total prmlucer 
subsidy equivalents by 1995. and other 
budgetary support has risen (rum 17 per cent 
to !C‘ pcrccnt.cvcnwhilcmarketpriccsupport 
measures have fallen from 65 per cent to 58 
per cent. As a result of the change in the 
composition of payments, the total transfer 
has either remained unchanged (EU) or 
declined much less (US) than has that minor 
component ol total transfers, which counts 
as reducible under WTO and is u.sed for 
calculating the ‘aggregate measure of 
support' or AMS. 

iltus the total transfers to the 2.5 m full¬ 
time farmers in the US in 1993 was $ 87 
billion while the officially admitted 
‘aggregate measure of support' (AMS) in 
the base period, subject to reduction under 
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GATT was only $ 23 bn. The AMS was thus 
a minor pari, just over one-quarter, of the 
total iran-slers to their farmers (see 1994 
OECD Re/Hjri Part 2). The US offer ia the 
WTO to reduce its AMS by $4 billion, from 
$ 23 bn in the base period to $ 19 bn by 
year 2000, is meaningless from the 
viewpoint of any improvement in the level 
of the playing field vis-a- vis Indian farmers. 
Even if the entire AMS of $ 23 billion had 
been scrapped i c, reduced to zero and not 
in year 2(XK) but in 1994 itself, there would 
still have remained at least $ 65 billion of 
transfers to their farmers, or nearly 22,000 
dollars |icr full-time farmer, more than 60 
times the annual incomcofthcavcrage Indian 
farmer, lire actual total transfer per full-time 
farmer equivalent in 1995 was .$ 28,(X)0 
tOECD Report 1996. p 107). In fact by 1995 
itself the I IS claimed to have complied with 
the GATT 1994 rei|uircmeni of reducing 
AMS. hardly aditlicull feat given that green 
box and othci provisions have been 
specitlcally written into GATT with the 
objective ot allowing advanced countries to 
maintain total subsidies by increasing 
transfers under heads of environmental 
concerns and direct payments. However the 
IIS has at least reduced its total transfers to 
$ 75 bn by 1995 whereas the fill has increased 
its total transfers m that year to .$ 145 bn 
compared to $ 135 bn in the pre-GATf 
year 1993. 

The total iranslers in the U^! alone in 1994 
was nearly equal to the entire contribution 
by Indian agriculture to the nation's GDP. 
Subsidies per farmer in the EU arc even 
higher than in the US. How arc such large 
subsidies to be interpreted? If India im(H)rts 
fo«>d from the US or EU. for example, docs 
it mean that we would get the benefit of these 
subsidies by way of chciqter food?Thc answer 
is ‘no’ for precisely the reasons that the 
World Bunk adduces for removing trade 
rcslrictions, namely, that India's agi icultural 
prices (including the prices of several 
loodgrains) aie lower than 'world prices’. 
The lemoval ot restrictions in such asituation 
would rai.se domestic IoikI prices relative to 
the money w ages of the working population 
notwithstanding the fact (hat the world prices 
themselves are a lesult of massive subsidies. 
(The reason toi India's low food prices 
relative to world f(H>d prices despite the 
much heavier subsidies elsewhere lies in our 
low wages and hence the generally lower 
costs of production). 

This fact of lower Indian prices docs not 
howcvci mean that removing trade 
rc.strictiuns would do no damage to our food 
production. It would for a variety of rca.sons: 
first, the greater profitability of non-food 
crops would mean a switch of area away 
from food (as noted earlier); .secondly, there 
may be temporary dumping by the advanced 
capitalist countnes c.f fotKl: and thirdly, there 


i.s a heterogeneity among the Indian farmers 
so that some would be hard-hit 
notwithstanding the average picture. 

The realistic interpretation of the ad vanced 
countries’ subsidies therefore is that they 
help to maintain high living standards for 
American farmers despite their relative 
inefficiency. If the consumption of the 
producer is included in cost of production, 
the per ton production cost in US is higher 
by nearly 50 per cent than the present price 
at which it sells on the international market. 

I n the absence of subsidies. US wheat farmers 
could only maintain their prc.sent high living 
standards by selling at a price of $240 per 
Ion, or $80 more per ton than they do at 
present. European wheat farmers are even 
mure inetljcicnt and would require a 80 per 
cent higher world wheat price of nearly $ 
290 per tonne to maintain their incomes 
without subsidies. Ific rigid and iimih:d 
output-vector of temperate-land agriculture 
means their farmers can never directly 
diversify into the products in clastic demand 
which their own consumers want, but must 
sell abroad, while developing countries are 
induced to shi ft their cropping patterns away 
from cereals and towards the crops demanded 
by northern populations. 

It is in the advanced temperate countries' 
interests to acquire external markets and to 
subsidise their farmers in ordc to do .so. 
'Hiusdomcsiic utilisation of wheat and coarse 
grains output in OECD countries in 1994 
was 6.3 percent and 87percent and utilisation 
will only grow in future at most as fa.st as 
population growth. Another factor to bear 
in mind is that with the economic collapse 
of the former Soviet Union and parts of 
eastern Europe, large grain markets have 
been Inst by advanced countries and they arc 
eagerly looking fur additional markets in 
developing countries. Thus western grain 
exports to these areas fell from 28 mn tonnes 
1992 93 to about 17 mn tonnes the next year 
(1994 OECO Rrpori, p 203). 

According to the OECD Reitorl for 1996, 
total transfers taking all OECD countries 
together, increased from an average of US 
$ 326.6 bn in 1990-92 to $ 335 bn in 1994 
and is estimated to have been unchanged at 
$ 336 bn in 1995. The subsidy per full-time 
farmer equivalent increased slightly in 1995 
over 1994 trom 15.716 dollars to 15,899 
dollars taking all OECD countnes. One part 
of the total .ransfers is the producer subsidy 
equivalents (PSE). In Table 6 the PSE per 
tonne of wheat and coar.se cereals paid out 
in the US and EU and its ratio to intcrnation.'il 
unit price, gives an idea of the high levels 
ot subsidy. 

A large developing country like India with 
fiscal problems cannot hope to implement 
similar 'green box’ provisions even on atiny 
scale, i c. emulating advanced countries is 
impossible. Subsidies arc targeted for 


slashingunderourlotm-titHiditioniilmforini 

and reaching over 90 mn farmers jj 
administratively impossible. The best 
national strategy is not to subject the 
livelihood of millions of our poor farmen 
to the threat of such heavily subsidised 
agricultural imports from rich countries.-|i 
India is likely to become a large net 
foodgrain importer in the next few years 
unless the domestic producer is protected 
strongly, and raising the level of domestic 
foodgrains production is given due im¬ 
portance in policy. Reliance on import of 
foodgrains is extremely undesirable because 

(1) food export has bran used always as a 
political lever by the developed countries, 

(2) the FAO and World Bank (1993 Report) 
price projections up to year 2005 show that 
international real cereal prices will rise slowly 
but real prices of foodgrain commodities 
will all decline. In other words India cannot 
hope rculititically to finance food import by 
exporting other products from agriculture. 
Any strategy relying on export growth from 
agriculturcto finance food import will simply/ 
undermine food security severely. j" 
[The first part of this essay contains material 
from a paper presented to the S E Asian NGO 
Conference on Food Security and Fair Trade 
which was held at Manila during February I.''-I6, 
19961. 
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India’s Structural Adjustment 

An Assessment in Comparative Asian Context 

Jayati Ghosh 

This paper attempts a reasoned assessment of whether the package of economic reforms currently being 
implemented in India has any relation to the strategies that have allowed for the apparent economic success 
of other eastern and south-eastern Asian countries. Aftei identifying the important elements of the adjustment 
strategies fallowed in some of these countries with particular reference to .some key areas of economic policy, 
the divergence of these strategies from the standard 'liherali sing ’ or 'market driven ’ model of structural adjustment 
are discussed. A discussion of the Indian experience against this background follows. 


1 

Need for Comparative Study 

MUCH of the discussion of the structuiul 
adjustment policy package applied in India 
since 1991 has tended to concentrate on its 
intellectual origins in the Fund-Bank 
'Washington consensus' and its likely 
consequences in the spceil'ic Indian 
crivironment. It is now increasingly evident, 
however, that this may be an inadequate 
inndcol considering the entire process. Some 
of the e.s.sentiai ingicdicnts ol the package 
have been rctatned in Indian practice. k>r 
example in terms of greater emphasis on 
liberalised markets, a reduced role tordiiccl 
public investment and a concerted drive to 
woo foreign investment through luiineioiis 
concessions. But it is also certainly the case 
that the Indian eoinbiimiion ot economic 
policies for adjustment has differed in .some 
important ways Irom the 'textbook' Fund- 
Bank model, most particularly in the 
continuing internal iiiibulanees ot the 
govemment us well us in the po.ssibility ol 
continued external imbalances because of 
ftipital inflows, both of which point to the 
lack of 'adju.stmeni' at least in the siandaid 
sense. Focusing on the ideal construct of the 
standard package is therefore not veiy 
illuminating any mure. With .some of the 
more recent data that are now available, it 
is now possible to attempt an assessment of 
theindian structural .adjustment package since 
1991, based not on the supposed model, but 
on the policies that have actually been 
pursued. 

There arc at least two striking leatua-s of 
mainstream analyses o f the economic reforms 
programme in India since 1991. The first, 
which is evident nm only in official 
government publications (particularly ol the 
finance ministry) but also in the English 
language financial press, is the generally 
unsupported .statement that the 'reforms' 
instituted so far by and large have been 
successful both in achieving the medium¬ 
-term goals of structural adjustment and in 
preparing the economy for take-off in the 
new globalised environment. The second. 


which IS not so much .in .issessmeni as a 
longing and wistful casiwaid gu/e, refers to 
the bold examples of the .succcsslul east and 
south-east Asian economies, and suggests 
that emulation of their sup|>oscdly 'open' 
and 'inarKet-orientcd' policies would allow 
India also to benclit liom the buoyancy 
evident in what is economically the mo.st 
dynamic part of the woild today. Not only 
aie the countries in this legion constantly 
cited as examples ol the enormous bcncitts 
to he derived Irom 'glohali.sation'. but their 
rapid growth is .seen as .icontimiousicmiiider 
ol the l.iiluies ot mn ow n p.isi development 
strategy. 

It IS curious, howevei, that while both 
these .sets ol arguments aie typically pul 
lot ward by the same oi .similar - groups 
ol (Kople, they are rarely put lorward togel her 
in a way which would allow lor a systematic 
comparison of the adjiisimeiil policies being 
lollowed in India and those which have been 
adopted in other easlein and south-castcin 
Asian countries. But such a compari.son is 
necessary, bccaii.se only m this way can we 
hope to come to a leasoncd assessment of 
whether the package ol ecoiioinic reloims 
currently being inipleincnied in India has 
any relation to the, strategics I hat have allowed 
lor the apparent cconoiiiic success oflhe.se 
other countries in Asia. 'I Ins paper altenipts 
such u comparison, allieit in a brict and 
relatively sketchy tashion The papei is 
divided into four sections. In the lollownig 
section, .some ol the inoie obvious palierns 
ol the 'success' stoiies in Asia, both past and 
more recent, arc bnclly considered. The two 
sequences of ‘siructuial adju.stmeni'm the 
region since the 19()0s are mentioned, and 
the problems ol identification and 
reproducibility are discussed An attempt is 
made in the third section to identify the 
important elements ol the adjustment 
stiategics followed insomeol these countries, 
with particular reference to some key areas 
of economic policy The divergences of i hose 
strategies from the stantiard 'liberalising' or 
'market-driven' model of structural 
adjustment are also bnclly noted. In the 
fourth .section, the Indian experience with 


structural adjustment since 1991, particularly 
in these areas, is taken up. 

II 

Ea.st and Soutli-East Asian 
Grossth Experience 

The iinpiessive economic growth record 
of the coiintiies in ea.st and .south-east Asia 
III the peiiod since I9()() is now .so well 
known that It requires little elaboration. Until 
the mid-1980s. tlie most icmai kable 'miracle' 
that was widely obsei ved w.is that whichhad 
taken place in posiwarJapan. emerging from 
the lelattve ruins trf the secoiiil world war 
to become the second largest economy, the 
mo.st voracious expoiterol gcnidsand services 
and the lai gest capital expoilci ol the world. 
In a signilicaiit sease. this giowth laid the 
piecoiulitions loi the subsequent rapid 
expansion ol the legion immediately to 
Japan's wc.st. esiiecially alter the base lor 
rapul industriuli.sation had already been 
established in the lirst-tier NIC\s .such as 
.South Korea and Taiwan China. This was 
nut simply due to emulation In the lute 
l9S()s,evenas the.Iapaiieseeconomy showed 
signs ol mature dcccleiatioti and the yen 
appieciatcd lelativetuoiherniujoi currencies 
especially the U.S dollai. Japanese FUl poured 
into what .ire now dcsciibed a*, the second- 
tier NICs. including the couniiicsol Malaysia, 
Tha.land. Indonesiaand the Fhilippines. This 
was one ol the contributing le.iturcs (but by 
no means the only one, oi even in all ca.ses 
the mo.st im|Hirtaiu one) lor the high overall 
growth lates ot invesimeiit and output 
observed in most ol these countiics until 
veiy recently. 

Ovei the past decade in particular, the 
Asian region has been the most dynamic in 
the woild in terms ol economic growth us 
well as iiicieased trade involvement. Both 
in terms ol the growth rate of GDF and the 
rale of export growth, the developing 
economies of Asia in the aggregate 
outperformed anv other giouping in the 
peiiod 198()-9.S. By lai the dominant share 
ol cross-oordci capital Mows to the 
developing world is now absorbed by Asia. 
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and by a small set of countries (sudi as 
China) within Asia. Purthennore, within Asia, 
this growth has been much more evident in 
east and south-east Asia, especially China, 
the four Asian NlCs and the second-tier 
high-growth economics of ASEAN. In the 
1990s the region overall and some countries 
in particular have witnessed truly remarkable 
rates of export expansion, on average well 
over 10 per cent per annum. Seven of the 
top 10 exporting countries in the 1990s (in 
terms ot the rate of growth of exports) were 
from Asia; Malaysia,China, the Philippines, 
Thailand, Singapore, the Republic of Korea 
and lndone.sia. All these countries had 
average rates of export growth of more than 
12 percent per annum, and together averaged 
mure than 14 per cent per annum. 

But this experience is not typical even 
within the continent of Asia. Indeed, south 
Asia has grown much less rapidly, west Asia 
has experienced stagnation and central Asia 
has had declines in per capita incomes. It 
is really the pcrformanceof a relatively small 
set of countries of east and south-east Asia, 
and the sheer fact of their regional 
concentration, which has given rise to the 
widespread perception of the Asian economic 
boom. Despite this general perception, it is 
important to note that there is no 
‘homogeneous* east Asian experience with 
regard to either overall economic growth or 
industrialisation. In fact, it is possible to 
identify at lea.st five broad categories of 
industrialisation experience in the icgion, 
even among the .so-called ‘successtul' 
economies. 

To begin with, there is the Japanese case 
of state-directed industrialisation ba.scd on 
a clo.se network of contiol and patronage 
links between government and large private 
sector, which relied on strategic trade and 
industrial policy and financial practices 
designed to achieve economies of scale in 
production, the competitive flexibility 
provided by dual labourmatkets, asubstantial 
transfer of initial iiivcstiblc resources from 
agriculture, and an implicit dependence upon 
the access to external markets which was 
provided by the US tor geopolitical reasons. 
While numerous other factors also played 
a role in creating the Japanese ‘miracle', 
these features were certainly signi tlcant. 'Ilie 
Japanese expansion dates from the i9.‘>Us; 
by the tnid-19K0s, as mentioned above, the 
economy had already .startal exhibiting signs 
of the maturity and stagnation of othci 
advanced capitalist economics. But there arc 
some critical ways m which the Japanese 
experience has helped to mould the sub¬ 
sequent east .Asiiui pattern, nut only through 
the example of a successful mercantilist 
exporting stategy or even through Japanese 
relocativc FDi. but also by drawing these 
other countries into new trade and production 
links with it.sclf and the rest of the world. 


Second, there is the experience of the city 
states like Singapore and Hong Kong, which 
are typically classed among the first-tier 
NICs. Both of these were completely open 
‘free ports’ from the outset and in their case 
private foreign investment played a crucial 
role. Of these Singapore was, by 1994, ranked 
first among developing countries in terms 
of the stock of inward-FDI (which totalled 
$ bObillion) while Hung Kong ranked eighth. 
Despite their relatively impressive economic 
size, however, it would be lolly to consider 
these single-city examples on par with other 
Asian countries, since they arc essentially 
highly succc.ssful centres of regional entrepot 
trade and cross-border finance, which have 
simultaneously used some export-oriented 
industriali.satiun to ensure employment 
generation in very tightly regulated political 
circumstances. 

Third, there arc countries like South Korea 
and Taiwan, which went through a process 
of rapid industrialisation relatively early, 
dating mainly from the 1960s Both of these 
countries (like Japan before them) had (he 
iidvantagc of prior sweeping land reform 
programmes, which transformed production 
conditions in agriculture and laid a mure 
egalitarian base fur development through 
demand for mass production wage goods. 
In these countries. es|)ccially the former, it 
is now clear that the role ol the .state was 
tundamcntal to mdustriali.sation and capitalist 
transformatiun. and state-directed ratherthun 
foreign investment-led production for the 
world market played quite a crucial role. In 
South Koiea, FDI was actively discouraged 
in favour of external debt-ba.scd buttressing 
of domestic entrepreneurs; in Taiwan, FDI 
had more ol a pre.sencc but even here the 
im))ortance of state direction m investment 
allocation remained paramount. 

F'ourt h, there is the more recent experience 
of the newer, or second-tier NICs like 
Itiduiicsia, Malaysia and Thailand (ranked 
2iid. .Sih and 10th, respectively, m terms of 
the current levels of inward-FDI stock in 
developing countries), and also to some extent 
the Philippines, which i.s included more for 
Its geographical proximity .ind recent cxpoit 


orientation rather than for any obviousi; 
positive economic performance. The rccui 
pattern of growth in this set of economic 
is currently widely used to substantiate thi 
view that a ‘liberal* economic environmen 
combined with ‘openness* stimulates rapii 
growth based on foreign investment 
exports. Indeed, it is the very fact of siicf 
recent growth which has led a number o| 
Indian observers to argue that such expon 
based expansion and a consequent 
transformation of the domestic production 
structure is attainable, if only ‘free-markef 
policies are more vigorously pursued and a 
mure congenial environment for FDI u 
created. Yet even in these economies, the 
actual policy picture is far more complex, 
with a much mure interventionist role for the 
government which has been instrumental in 
bringing about very high rates of domestic 
investment in all these cases, and also a less 
comprehensive recent productive 
transformation, than is generally presented 
Thus is why a more detailed look at 
development and adjustment strategies.'i 
thc.se countnes is necessary. O/J- 

F'inally, there is the exceptional recent 
experience of the vast Chinese economy. 
This is a country in which socialist planning 
has been through many phases of economic 
reconsti iictiun and change in the past decades, 
iind in the prcH:ess it has also generated 
rehiti vely high savings and investment ratios 
it is important to rememberthat China started 
on the ‘reform and liberalisation' path at the 
end of the 1970s on the basis of an egalituriun 
.agrarian structure and an almost complete 
ab.scncc of a domestic capitalist class, as well 
as on the basis of continuing state control 
over the dominant segments of the economy. 
In the past decade it has been recording 
extremely high foreign investment flows, 
and rapid ratesof industriali.sation and growth 
of exports and income, which arc mainly 
concentrated in the south-west region of the 
country. While it currently ranks as the largest 
recipient of inwaid-FDI Hows among 
developing countnes, some of this may be 
exaggerated given the importance of non¬ 
resident Chinese sources for such capital 


TABi.r, I; Easi ani> .S()iiiii-Ea,st Asia. Ratu of Gruwih of GDP and Exfokts 

Growth Kale ol Real GUP Growth Rale of Exports XTGDP 
rPei Gent Per Annum) (Per Cent Per Annum) (PerCent) 

lUSlTw 1991-9.5 I9K.S-89 1990-95 1990-95 


Japan 

4 

1.3 

10.2 

8.4 

9 

China 

10 4 

11.3 

16.3 

19.2 

19.8 

.South Korea 

9 2 

7.5 

17.1 

12.6 

25.5 

Taiwan 

8 

6.6 

19.5 

9.3 

40.3 

Singapore 

74 

8.5 

14.2 

17.9 

134.5 

Hong Kong 

6.6 

5.5 

21.3 

15.6 

116.5 

Indonesia 

5.7 

78 

0.9 

12.7 

23.9 

Malaysia 

6 

8.6 

9.8 

19.8 

77.4 

I'hoiland 

7.9 

8.5 

23 

18.9 

30.5 

Philippi ne.s 

1.8 

2.2 

8.8 

14.9 

20.4 


Source. UN Economic amt Social Surr ey aj Asia ami the Pacific, 1997. 
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flows and the possibilities of these bein^ rc- 
entiy of capital that has earlier flown out of 
the country. Also, the recent rapid expansion 
of the economy has been associated not just 
with exports, but also with substantial public 
^penditure on physical infrastructure 
facilities, with its numerous linkage cliccis. 

It should be obvious not only that tbese 
cases are far from homogeneous, but also 
that there are many aspects to the lack of 
homogeneity. First, these countries dillcr 
with regard to their natural resource bases, 
the level and pace of change in wage costs 
and their initial and accumulated liunian 
capital, all of which have affected the extent 
and composition of their industrialisation 
processes. Second, they differ with respect 
to initial conditions (not just economic but 
also .social and political| within the countries, 
as well as the speciiic external conjunciurc.s 
within which the main thru.st towards expoi t- 
orientedindustnali.sation hasoccurral. Thud, 
they vary in terms of the rclati vc iinpoi lance 
£i ven to the roles of the state and the pn v ate 
sector in the industiial growth process, as 
well as the specific means by which st.iic 
policies have affected the total amount and 
sectoral allocation ol investment. Fm.iliv. 
they differ in terms of the relative lolcs ol 
foreign and domestic private cupii.il in 
manufacturing investment and exports hoih 
at the stage of ‘take off and in the com sc 
of industrialisation. 

Despite these differences, there aic of 
course im|X)rtant areas ol similarity us well. 
The most widely publicised such feature has 
been the common emphasis on net ex|)ort 
expansion, which basin someeascsamounted 
toanc-sscntially mercantilist strategy. Recent 
research has indicated beyond doubt tluit this 
export-onentation was not based on 'tice 
^de’ policies in any of these cases, rather, 
the attempt was to ensure the lapul and 
continuous expansion of export maikcis 
through sy.stcmatic government intcrvci >i ions 
which both protected domestic produicis 
against import competition whenever it was 
deemed necessary, and also subsidised and 
encouraged export production in vaiious 
ways. There are other similarities .aross 
these economies: the very higii rates of 
domestic saving and investment (typically 
in the region of or in excess of one-thiid tif 
national income) which arc to be found across 
the board in these countries for several 
decades; theemphasison uni verstd education, 
skill creation and the creation of ‘huiiiun 
capital’ generally in the more successful of 
thew economics; the importance given to 
other aspects of social overhead eapilui such 
as housing and health facilities which define 
the broad parameters of living standards, in 
|Iapan. the first-tier NICs and Chinn: the 
systematic uscof inter-sectoral resource Hows 
to finance the industrialisation process in ihc 
early stages; and finally, the fact that all of 


these countries have been Ihiough at least 
two phases of 'structural adjustment'.in the 
last thrccdccadcs. in terms ot transformation 
of productive stiuctiiies with a view to 
rectifying domestic and cxlci n.il imbalances, 
as well as impro\ing internaiional 
competitiveness. 

The identification ol ilie ingredients of 
success ot the fa.st-giowmg Asi.m economies 
has become a major preoccupation lor 
development ecoiumnsis 'Ihe piohlem of 
idenlificutinn is a seiuui.s one. for on that 
limges the approach towaids strategics for 
adjustment and Iraiislorm.iiioii in other 
developing countiies The Woild Hank 
(10931 has argued liuii the more succcsslul 
Asian cfonomies have been Tho.se that 
iesi.sled orovercame the icmplaiioiis to adopt 
mwaid-looking trade policies and to delay 
tiansiiion to greater expoii orieiiiaiion’.Tlie 
aiguincnt is that expoil pnmiotion lather 
th;in import .suh.stiiutioii vv.is the kej to 
succe: s. in an cnviioniiieiii in which ‘puce 
(hsioiiKins itilrodiiced by Ihc government 
diiectly or indiicclly have been brought 
down to a inininiuin. 'I he. emphasis is on the 
gicaierinuikctorieniaiioiiol tlie.se economies 
III general, .iiul the use o! murkei-deteimined 
piiee .Signals lo govern ic.souh e ullocMlion. 
(lovei iiiiient policies lieie aie argued lo have 
been succcsslul priiii.ii ilv because they have 
mirrored or enhanced I lie inessagc-sofmarkei 
signals. 

(Jtlicr more substaiilive icscarch on ihe 
region idcniilicsaverv Jilfeienl.scToflaelors 
as having been icsponsible in the i.ipid 
iiidiistnalisatam process. The role of .stale 
policy in the mdustiiahsation ot most ol the 
.suceeslul or lasl-giowmg Asian countiies is 
by now lairly well doeuiiienicd [ Wade 1990; 
Am.sdcii 19X9; Wesljihal 1990). It is also 
eleaiTliat many criiiiMl prices, w'hclher ihe 
c.xehange rate, or the Kite ul intereM. or 
sccTiiral piiees, weic sysicmatieally 
manipulated hy dilleient regimes in older 
to ensure jwlicy goSls ol impoit suhstiiuting 
piuducliuii along wiih expoii cxpuiisioii It 
li.is been pointed oiii that the imjioit 
substiiulioii/cxpoii promotion policy 
dichotomy is a false one: most of the 
succcsslul cuuniries piaetiscd bolli. 
systctnatieally and simultaneously. Also 
goveinmcnts in these countiies have used a 
very wide, array ol policy iiistnimcnts, ranging 
lioin directed and subsidised credit and fiscal 
measures like tax concessions and subsidies, 
to iniurities in iorcigii exchange allocation, 
taiitt and non-lanll b.iiiiers, partial and/or 
complete ownership ol industries, public 
cxj'enditurcs (such .is on social overhead 
cu|)iiul and physical inlia.strucUjre) aimed at 
benefiting not just the jiupulutioii at large 
but also spccilie sceiois or even companies, 
iiiiil soon. l,abourtosis have been kepi divwn 
in .South Korea andTaiwan not only through 
political repression, but also through 


government underwriting ol some of these 
costs through public provision of important 
wage goods liven the supposedly ‘frce 
market' economics of Hong Kong and 
Singaporc have hud highly interventionist 
food and housing policies, in which both are 
provided to the population ul subsidised 
rates. Both relatively cheap food and 
inexpensive readily available housing have 
been major concerns of thc.se governments 
Also, controls over food prices were used 
111 a sol of .stale policies that directed 
agriculture in support ol labour-intensive 
mdusirialisation, hy helping to keep wages 
down through low tood prices and migratory 
pressure on labour supply. 

fhiis, eoritrary to the simple neoclassical 
iiukIcI m which undisioncd markets are 
what essentially underlie succc.sslul indus¬ 
trialisation, it IS evident that the identification 
of the policy laclois icsponsihle for rapid 
iiKlusiiinlisaiion must relate shilts in policy 
.stance in both the vaiious internal stages in 
a country s develupnicni. and changes in the 
iniernational context These governments 
have constantly imervened in the economy 
III various ways both lo .set industrial 
prioniies and then toimprove the competitive 
position ol industry. The problem of the 
reproducibility ot such results in other 
coil iitries remains a si gni Iicatil one, however, 
since it docs not follow that other countries 
will he able tooperalc ill similar international 
environments, or with domestic .social and 
political cuiiligurations that allow such 
policies to work iii these ways. The social 
and political circuinsiances within which 
m.my ol lhe.se economics have grown arc 
(juiie uiii(|uc in many ways, especially in the 
more culturally homogeneous countries with 
more' Ol less authorilaiian regimes and little 
loleraiKeofdissenl. Several ot lhe.se Icaturcs 
,iie iieithei po.s.sihle nor desirable lor other 
countiies to replicate. 

All ol the.se countries have undergone 
marked .structural changes in production 
l»aiterns m Ihe past thiec decades, and in a 
broad scn.se this certainly tits into .some 
notion ol long-term structural adjustment, 
albeit not one based on a standard 'market- 
Irie.idly' model. But even with respect to 
medium-term adjustment, there arc t woclcar 
pcruxls when .several of these countries were 
lac ing pnihlcmsofc.xlei nal imbalance similar 
lo tlio.se which have typically characterised 
developing countries that have undergone 
siiuctural adjustinenl packages. In the mid- 
1960s. this was certainly the ca.se for South 
Korea and Taiwan, which had to choose 
hc-iwecn altcrnulivc routes to balance of 
payments adjustment. Subsequently, in the 
l9K().s, such problems were strongly m 
evidence not only in South Korea hut also 
ill Indonesia and the Philippines, all of which 
additionally had lo cope with their own 
versions ul external debt icpaymcnt 
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Jifficulties. While the precise mode of 
adjustment naturally differed from country 
to country, all of these instances contain 
some common features which are of some 
relevance to other developing countries, 
including India. These features are elabonilcd 
in the section below. It is also the case that 
the ongoing processes of rapid shifts in 
relocative cross-border capital flows, the 
effects of new multilateral and regional 
trading arrangements, and the internal 
‘reforms’ in several of these ecunuinies 
(notably in the ftnancial sector) create 
pressures for continuous adjustment. 

As a result, even the need for lurihcr 
balance of payments adjustment stratejnes 
in these countries is far from over. Very 
recent tendencies show some reversal or 
slowing down of the earlier buoyancy, 
particularly as iar us exports arc concciitcd 
but even for foreign capital flows. It is ulicady 
quite evident that world trade growiti has 
slowed down considerably over the p.ist two 
years. In 1995, it is true, world trade growth 
(in volume terms) on average remained at 
the high level set in 1994; but already in the 
midille of that year signs of a slowing down 
were becoming evident, especially in Asia. 
But the must dramatic news has been lor 
1996. when on average the rate of growth 
of world exports in volume terms fell to only 
4 per cent, from 8.5 per cent achieved in the 
previous year. And what is cspcci.illy 
significant is that this slow-down in c\;'ori 
volume growth occurred despite a sliehi 
increase in world output growth. 

'fhe Asian countries which have hitluito 
been the most dynamic exporters, are 
precisely Ihecouiurics that have experienced 
the sharpest slow-down in 1996. Foi Asia 
as a whole, the volume rate of giowili of 
exports collapsed from 9..5 per cent in 1995 
to only 2.5 percent in 1996, well below the 
worlduverage.Japanactuall) fueeduieveisal 
in terms of absolute declines in cxpoils. but 
even if Japan is excluded (as a ‘maiiiie’ 
capitalist economy) the collapse is still quite 
stark. What is more, the economics the W’l'O 
describes as the ‘most buoyant'm Asia (I long 
Kong. Republic of Korea. Malaysia. 
.Singapore,China and Thailand) saw a decli i le 
inexpert volume growth from 14.5 percent 
in 1995 to only 3.5 per cent in 1996. The 
most significant of ihc Asian exporters, in 
terms of sheer size, has been the Chinese 
economy, and here too. the deceleration has 
been dramatic, from an increase of 2.) per 
cent in 1995 (in value termsi to only I..5 ner 
cent in 1996. The only country whicli has 
maintained a reasonable rate of cxpiiii gi i iwth 
relative to the recent past has been Indonesia, 
and even this has been due not to (he 
sustainability of manufueiiired exports, hut 
because Indonesia is an exporierot petroleum 
products whose prices have risen sharply in 
the past year. 


Hie causes for such a deceleration are 
complex and not easily dealt with here. To 
the extent that they are related to problems 
of market saturation and increased 
protectionism, which are in turn associated 
with fcaturcsof the majorexpott destinations, 
it is evident that they will rei|uire a renewed 
strategy of medium-term adjustment in the 
near future for most of thc.se countries. 

Ill 

Some Features of Past East and 
South-East Asian Adjustment 
Processes 

Adjustment is a very broad term which can 
be u.sed in many ways. In this paper, 
adjustment is taken to refer to any of three 
interrelated mcdium-lcrm processes, which 
need not be coterminous; the rectil ication of 
external payments imbalances which have 
hecoinc unsustainable: the coneclion of 
internal imbalances in Ihc lonn of 
un.su.slainabic public .sector dcficit-s; and the 
amelioration of sectoral imbalances which 
give rise to intlation or rcluicd phenomena. 
These various imbalances can and should he 
approached in numerous ways, as the east 
Asian experience indicates The standard 
neoclassical model may be the least relevant 
in understanding the observed patterns of 
adjusimcnl inthis region.and isoficn directly 
contradicted by the cv)dciice ol successful 
alternatives. This is evident from a 
ciinsiileralion of some ot the key area.s of 
economie policy. 

AlTl'I'IJULS lo FiSCM. iMUAL.SNCbS 

The orthodox struciuial ad|usiincn( 
piogiamnie treats the governmcnl’s overall 
delicii (or liscal deficil) as the chiel villain 
(>f the [iicee and the main imbul.uice (hat 
must be corrected it stabilisation .ind 
adju.siinciu aic to occur. The emphasis on 
the fiscal deficit does not allow for any 
distinction between types ol government 
expenditure, and typically developing 
eounii ICS uiulenaking such pi ograninies tlnd 
(hat capital expenditures .ire the easie.'.i to 


squeeze for purposes of immediate 
‘adjustment*. However, it is often found that 
such a focus is counter-productive in terms 
of reducing income growth in the next or 
future periods, and making de facto 
government deficits actually deteriorate. 
Also, such compression may have high cof^' 
in terms of output and employment, and be 
unduly contractionary even if it is successful 
in reducing the internal imbalance. 

The tolerance of liscal imbalances has 
varied greatly across the region, and shows 
no very clear pattern, as evident from Table 
2. In general, the.se countries have shown 
some restraint in running large fiscal deficits, 
but this has not been a stable pattern over 
time.Thus. South Korea andTaiwun allowed 
substantial fiscal deficits which were often 
met through external aid or debt, and this 
pattern has been even more marked in the 
second-tier NlCs of Indonesia and the 
Philippines. By contrast, the city-states of 
Singapore and Hong Kong emphasised 
budget balance, and Malaysia and Thailand 
also have exhibited great fiscal prudencr| 
with ovciall govcmineni budgets actually ii^ 
surplus tor several years in the 1990s. What 
is interesting is that the le.vcisot fiscal deficits 
across countries do no! seem to be clearly 
related to either growth rates oi rates ot 
inflalion. 

Tliosc countries that liave undergone 
adjusiincnt programmes in the I96()s and 
sub.sequcntly in tlie I98()s, have attempted 
to reduce overall Uellcils us a.sharcof national 
income, e.s|iceially whcie ilic problems of 
internal and external debt made those deficits 
difllciilt tosustain. I iowever, the composition 
of stii'h reduction is notable in virtually all 
c:i.se\ (burring that of the Philippines) levels 
of cupil.il sjiending were maintained if nol 
increased m real icnns, and (he locus of the 
internal adjustment was on reducing cuirei^t 
deficits through increa.scd revenues or 
reduced current expenditure. The selling of 
go vernment-hol J as.sct.s has been used mainly 
as a loot of industrial policy, and not primarily 
as a fisc:il nieusurc designed (o bring in more 
revenues. 


Iaiii I 2 Has I and .Vh oi Ham A,si.s •• Invc.si.mi.nt .Savini.s, and Buuokt Balances 




Inv/GDP 

Budget Share Balance 
as Siuu'c of GDP 

Inflation Kate 


|ysi-9() l‘WI ‘/S 

1981-90 

1991-95 

1981-90 

1991-95 

Ja|>.iii 



-0,7 

-0.7 

2.1 

1.4 

C'hiii.i 

12 1 

.10 2 

-0.5 

-0 9 

7.5 

11.6 

Souili Koicii 

10.1 

14 4 

-0 8 

-0.3 

6.4 

6.2 

l*ai\\ an 

22.6 

2*; 1 

0.1 

-3 

3.1 

3.8 

Siiij.'apore 

42 2 

42 

1.2 

47 

2.3 

2.6 

Moll;! Kuiiii 

28 2 

29 7 

0..1 

1.8 

8.1 

9.3 

Indniic^iu 

.10.4 

35.2 

-3 

0 3 

8.6 

8.9 

M.dassia 

10 7 

33,5 

-8.2 

-0.3 

3.3 

4 

1 hailaiul 

.10 0 

4.12 

-2.1 

2.9 

4.5 

4.8 

Philippines 

21.9 

24..1 

-3.1 

-0.6 

14.7 

10.5 


Sduii c U^' /■-'< imiHiuc and Saaiil .Viin'ey of Axiu and the Pai ijir. J997 and ADB Asian Economic’ 
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Pouaes Tow Aims Agriculture 

In standard structural adjustment 
jrogrammes. as well as that which has been 
mpimented in India, policies towards the 
igriculture sector are embedded rather than 
»plicit. Thus exchange rate devaluations 
:ombined wih trade liberalisation are 
iroposed, in order to encourage cash crop 
sxports by shifting domestic terms of trade 
n favour of agriculture, and liberalising 
nput and output markets are said to encou rage 
}oth higher producer prices (with wcllare 
;ains for farmers) and more efficient 
mitivation. A market-centred strategy is 
-egarded as sufficient since investment and 
rutput responses in agriculture are assumed 
.0 be sufficiently elastic with respect to pi ice. 
uid this expansion of agricultural product ion 
ind incomes in turn is meant to deteniiine 
he pace and direction of industnalisaiion. 

In sharp contrast, the east and south-east 
\sian experience shows an un i vcrsal rel ia i ice 
in heavy and systematic state intervention 
n agriculture. .Such interventions have vai ted 
n extent, taking the form ol land retoiins 
which were extensive in Japan, Soul h K< ca 
indTaiwan),subsidi.sed provisitinol inputs, 
•ovcrnmenl procurement and pricing ot 
lutpul, significant levels ol public 
.nvestment, and a general subordinatiiui of 
agriculture to industry particularly in the 
early pha.scs of industrialisation. The model 
for the latter strategy was of course the 
experience of Meiji Japan, where a land lax 
accounted for more than 80 per cent of 
central government revenues until 1882. .md 
substantial net resource ouillows tiom 
agriculture continued until the third dcc.ide 
of this century [Nakamura 1966]. This was 
combined with large-scale food imports, 
mostly from Japan's colonies, which kept 
'food prices low and therefore allowed 
industrial wages to be lower than lor 
competitors. Both South Korea and'I aiu an, 
in which land reform played a major role 
in generating greater income equality in the 
rural areas, also followed an ‘industry first' 
policy to begin with in the 19S()s and 1960s. 
However, in all of these cases agriruliurul 
productivity kept rising even as terms of 
trade moved strongly against agriculuire. 
This was not only becau.se of the institutional 
changes which released productive energies, 
but also because of the role of the government 
in increasing public investment levels in 
agriculture, providing subsidised fertiliser 
and pesticide inputs, supporting agricultural 
r^arch and extension services, assisting in 
the organisation of co-operatives, and similar 
measures. 

The reduction of price uncertainty for 
fanners (for both inputs and outputs) along 
^ with continuous public investment in 
agriculture, is likely to have been the critical 
combination that allowed for steady incrca.scs 


in agricultural productivity in these countries 
despite the low prices offered to farmers for 
output [Brautigam 199.5). It is precisely this 
aim - of reducing uncertainty - that has 
characteri.sed policies towards agriculture in 
the subsequent adjustment proces.scs of the 
1980s in .South Korea and Indonesia. In the 
latter country, the adiustment package from 
1982 was specifically oriented towards 
raising farm incomes in Java through apolicy 
of price support and subsidi.sed input 
provision. Government interventions which 
protcctedJavanc.se farmers from the vagaries 
of i nicmational price movements wcrecrucial 
here. As a result, Indonesia, which was a 
major rice impoitcr, became sell-sufficient 
in rice production in the course of the 1980s. 
Much of this was the direct result of 
govemment expend! turc patterns. The major 
items of public expenditure in this regard 
were the Iciiiliscr subsidy and irrigation. 
Urea and TSP. which constituted abouffour- 
fifths of total domestic fertiliser use. have 
been subsidised continuously at the farmgate 
by about .50 per cent since the mid-1970s. 
Thus economic adjustment measures have 
not entailed un effective decline in subsidy 
to faniKi'sas suggested in thcorthodox model. 
Further, crop prices arc largely administered 
and ensure that cstiniatal costs of cultivation 
aie covered. In addition, public irrigation 
expenditures have shown real increases 
throughout the 1980s. and arc being 
niaintaiiied at high levels (Ghosh I99S]. In 
Malaysia the income squeeze on agriculture 
continued well into the 1980s, but here also 
domestic price mani pulatioii by the .state was 
sy sicm.itic. and instiiutional changes leading 
to concentration ot lundownership changed 
the nature ol the cultivating classes, thereby 
releasing even more surplus for non- 
agricultiiic |K .S Joino 1994; B N Ghosh 
199.5], 

These strategics are all in complete 
opposition to the neoclassical adjustment 
model winch cmpli.isises die liberali.sation 
of inputs and o'utpiits. and consequently 
greatly increases the uncertainty facing 
farmers, even as cuts in government 
expenditure typically lead todcclining public 
invc.stnieiit 111 agriculture. The empha.sis on 
price support and reduction of uncertainty 
for cultivators even duting the adjustment 
piocess ill these countries has meant that 
structural adjust meiit has occurred without 
declines in agricultural output or loss of 
domestic fwid security. 

iMKASIRUtTlIRK 

A cominon thread running through all 
these vaiious country experiences is the 
central role ol infrastructure investment by 
the state. Once again, the obvious model is 
Meiji Japan, when the government invested 
heavily in all areas of transport and 
conimiinication. in basic rural infrastructure. 


in electricity generation and gas, in large and 
basic industries with high levels of 
externalities. In South Korea, a similar tr«id 
is evident from the early 1960s, with direct 
government allocations on physical 
infrastructure and social overhead capital 
providing nearl y 2S percent of total domestic 
investment in the period 1963-79 (Stein 
1995]. In Taiwan, the KMT inherited an 
already dense network ot roads, harbours 
and electrical plants, but nonetheless allocated 
massive resources for continuous expansion 
and improvement of all infrastructure 
facilities. 

Such an emphasis on infrastructure has 
also marked the economic expansion of the 
second-tier NICs. In Indonesia, the 
government effectively owned or controlled 
all aspects of infrastructure provision, and 
very large infrastructure outlays by the state 
have been instrumental not only in pushing 
up the overall investment rate but also in 
facilitating the rapid expansion of industry. 
In Malaysia, the very high rates of capital 
fonnation (always more than one-thud of 
GDPsince the late 1980s) have been strongly 
associated with the push imparted by public 
expenditure in this area. The recent expansion 
in Thailand, in the period since the mid- 
i980s. has alfo been related to very 
sub.stantial increases in public infrastructure 
expenditure, here concentrated in urban and 
semi-urban areas. 

It is worth noting not only that (his reliance 
on public infrastructure spending has been 
common to all these countries, but al.so that 
this has not diminished even in periods of 
fiscal 'stringency'. Austerity has rarely been 
used as an excuse to cut buck on the prevailing 
high levels of public infrastructure 
expenditure. Thus, whether it was the South 
Korciui and Taiwanese adjustment of the 
1960$, or the later adjustment phase in South 
Korea, Indonesia and Malaysia in the 1980s, 
fiscal cut-backs did not mean a dctenoratioii' 
in the levels ol public infrastructure 
investment. This has been an important 
contributing factor to the fact that these are 
all examples of adjustment in which per 
capita output did not decline and growth 
rates continued to be positive (unlike the 
sti uctural adjustment experience of most of 
Africa and Latin America in the same jieriod). 

While the standard adjustment package 
does not necessarily ask for cuts in public 
infrastructu re spending, the general emphasis 
on fiscal retrenchment and the obsession 
with the overall fiscal deficit as the target 
for reduction, have usually amounted to the 
same thing. The south-east Asian experience 
suggests that this is neither necessary nor 
deiiirablc, and that if growth rates are sought 
to be maintained or more balanc^ growth 
sought to be achieved, (hen fairly high levels 
of continued infrastructure spending by the 
government may be esiiential It is likely that 
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structural tran&foitnations may actually 
require a massive increase in such spending 
in other developing countries. 

Social Ovurhead Capital 

lPie role of universal primary education 
’ 3 M a skilled workforce in improving 
productivity and laying the ba.se forsusiaincd 
development is now widely acknowledged, 
to the extent that even the World Bank cites 
this as an important element in the cast Asian 
success. Almost all of these countries (with 
the partial exception of the Philippines, and 
to begin with Thailand and Indonesia) 
followed aputtern of early and rapid increases 
in school enrolment rates. Yet what is olien 
ignored is the continuous expenditure not 
only on raising literacy levels and basic 
I education,but also highcrand more technical 
education. Much of the emphasis in l.ilcr 
education expenditure was on voc.iiional. 
.scicnlific and engineering training, and in 
general on the torniation of skills useful to 
industry. This was unlike the sysienis in 
potlicr lorincriy colonial countries where the 
higher education system was gcaieil to 
I producing while collar service woifers, 
chiefly for the bureaucracy. 

Not only was the initial cxpcndituie in this 
area high in all these coiinirics in the t-.iily 
pha.scorrapid indu.sirialisation, but is noi.ihlc 
that thc.se stales have steadily increased ihoir 
heavy support for education, including hiy her 
education, over ti me I n Taiwan, for ex an i pie, 
government spending on education i iicreascd 
from 8 per cent of the total budget in I *j52 
to 18 per cent in 1972, and has remained 
around that level thereafter, in mosiot these 
eounlrics. there has been no phase of 
adju.stmcnt when per capita siicnding in this 
area has fallen, nor were methods such as 
t.Y' introduction of ti.scr fees (popului in 
World Bank style adjustment packages) ever 
resorted to. 

Two arcasofsocial ovcriicad capital which 
arc typically the hardest mt in the standard 
market-driven adjustment programme arc 
housing and health care provision for the 
citizenry at large. These are seen as pari of 
‘soft’ spending which may have .some 
positive welfare effects hut which a country 
undergoing an austerity programme is not 
.supposed to he able to afford. Yct throughout 
east and south-east Asia, and particularly in 
the first-tier NICs, these have been seen not 
only as ends in themselves but as crucial to 
maintaining a productive, efficient and 
effectively cheap labour force. Governments 
in thellrst-lier NICs have played active roles 
in directly providing and subsidising access 
to public health care and relatively cheap 
public housing. Increasingly, some of the 
.vcond-tier NICs, e.spccially Malaysia, arc 
wopting the .same pattern, which plays an 
important role in lowering labour costs for 
the private sector in addition to the obvious 


gains to the populace at large. It is of some 
interest that Singapore, which is seen as one 
of the most ’market-driven' economies in 
the world, has one of the most extensive and 
universal systems of public health care and 
housing. By the early 1980s, 80 per cent of 
Singapore’s population was housed in 
subsidised owner occupied units built by the 
government, and elsewhere rents are 
controlled and heavily regulated. Healthcare 
access in Singapore is universal and heavily 
subsidi.scd. Similar patterns exist in Hong 
Kong, where real per capita spending by the 
state in these two sectors has actually been 
rising. Once again, adjustment programmes 
that are concerned with controlling public 
expenditures in these countries have tended 
to spare spending in lhc.se arcus, so that even 
111 pericxls of adjuslinent there has rarely 
been any per capita decline in such public 
expenditure. 

Thus, one remarkable and noteworthy 
as|x:et of adjustment piogramnies in most 
‘sucecssful’ countries in this region is that 
by and large they have protected and 
maintained real public spending in all 
intrasiructurc areas, both physical and .social. 
The experience ol adjustment in most other 
developing countries instead has typically 
involved a drumalicdcclinu in.such spending 
iiithceour.seofimplemeiuingthcadju.stment 
package, and this is usually justified both 
III terms of greater use ot market signals to 
determine resource ul location even in these 
areas, along with the well known ’there is 
no alternative’ argument for culling public 
spending. 

Traoe Policy and Kxchange Rates 

Standard IMF-World Bank adjustment 
packages put a lot of emphasis on sweeping 
refoims in trade policy along with exchange 
rate changes to make exports more 
competitive. The basic axiom is that import 
substitution policies are necessarily 
mcfncient and lead to high domestic costs 
and lowering of external competitiveness. 
Consequently, the iocusofsiandanJ packages 
in the trade sector is on various foi ms of trade 
liberalisation, such as removal of import 
quotas, lowering and equalising of import 
tariffs, reduction or abolition of export 
subsidies and/or export taxes. In.sofar as 
such trade liberalisation may involve 
iinbalnccs in the trade account, these arc 
sought to be remedied through prior or 
simultaneous dc>^aluuiion of the exchange 
rale. Devaluations are also suggested because 
of their presumed effect on domestic savings 
and investment balance.!, which would also 
aid external adjustment. 

The entile industrialisation experience of 
countries in the region completely contradicts 
this particular argument. As is now well 
known, Japan. South Korea, Taiwan, 
Malaysia, Indonesia, the Philippines and so 


on have all followed systematic policies of 
import substitution which were often 
simultaneously used with export promotion 
policies, and in general had very positive 
consequences on domestic output and 
investment. This was possible because 
successful industries were encouraged to 
maintain atwo-tiered system, whereby import 
controls and tariffs allowed for higher profits 
in domestic markets, while competitive prices 
were maintained in export markets, often 
becau.se of explicit and implicit .subsidies. 
The much-vaunted export promotion that is 
cited to indicate the ‘openness’ of these 
economics was the result not of free trade 
or undistorted market functioning, but of 
heavy state promotion and subsidisation 
which often exceeded continuing levels of 
export promotion. 

in both Japan and South Korea, for 
example, certain industries were identified 
as tho.se with present or future export 
potential, and systematic efforts were made 
by the government to ensure that they 
benefited from static and dynamic economies 
of scale in production and distribution. They 
were also supported in a variety oflher ways: 
thus, export industries received numerous 
tax benefits, prcfc{ential access to imports 
which were often at least partially state- 
financcd.subsidiscd loans,export insura nee, 
assistance in foreign market penetration, etc. 
These eanots were accompanied by sticks 
in the form of pressure to meet prcdi^cnnined 
export targets. While low exchange rates 
were used asacuinpctitivedeviccover certain 
peritxis. sharp or continuous devaluations 
were avoided. Thus, apart from a brief period 
in the 1980s, South Korea and Taiwan have 
maintained generally stable nominal rales of 
exchange effect! vely pegged to the US dollar, 
using a combination of tariffs and subsidies 
to create internal real effective exchange 
rates that varied across sectors, in a way that 
IS anathema to the standard prescription. 

While this has been the general long- 
period pattern, it is also worth considering 
how these economics have coped with 
particular phases of balance of payments 
difficulties. In the mid-1960s, both South 
Kore". and Taiwan faced balance of payments 
problems very similar to those typically 
facing many other developing countries 
today: despite substantial devaluations and 
import liberalisation to cut input costs, their 
exports were still not internationally 
competitive. The multilateral aid agencies 
advised further devaluations to lower real 
wages and unit labour costs. These countries 
instead adopted a different approach: they 
chose to increase subsidies to exports, which 
provided time and economic incentives to 
increa.se productivity and lower unit costs 
by exploiting increasing returns [Amsden 
1994]. In South Korea, this yielded 
spectacular results through a very dramatic 
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ri.se in exports over the following (wo(lccadc.s, 
which has made the country one of the lar(>cst 
developing country cxportcis of 
manulacturcd goods. 

Similarly, again in the l9K0.s, several 
ccunomie.s in the region experienced balance 
of payments problems, which m some cxscs 
(South Korea, the Philippines. Indonesia) 
were also associated with tcnip<irary 
ditficultics in repaying external debt. The 
.standard prescription once again was in terms 
of a devuliiution-cum-trade liberalisation 
package. There was some limited bade 
libcrali.salion in these coiinincs. but once 
again the internal policy focus was noi so 
much on freer markets as on goveiniiii:iii. 
assisted rediieciion of investment .ind 
rcsliucluiing ol industry, and sysiein,itic 
efforts at pioiiioting cxport-oileiiied 
production both ha.seil on dome.stic t apiial 
and foreign (mainly Japanese) investment 
flliggott and Robison l‘W41. 

i-'OKI ION InVI SIMI.N'l 

Altitudes to toreign in vesiinent have vai leij 
substantially across the i cgion and over 11 me. 
In contrast to the welcoming policy twilli 
additional incentives) advocated by the 
standard adjustment package, countries like 
Japan. Taiwan and .South Korea lesistcd 
large-scale foreign diieei inveslineiii and 
generally favoured and einjihasiscd local 
capital uccumulalioiuhroughout then ni.i|i<i 
phase of indusliialisation. In Japan, loreigii 
direct investment was virtually hannni. while 
in the other two countries tairly svsieinaiic 
controls on the extent ,ind diiection ol l-OI. 
as well us on piofit repatrMlion, etc. iiicani 
that domestic capital by and large leieive.d 
preferential lieulmeni Tlie c|iiesii(>n of 
providing incentives for foicign iiiveslineiii 
simply did not arise in these countries, even 
during periods of balance of payments 
stringency, and even today oiitwuid 1-1)1 is 
of greater significance to the economy th.m 
inward (lows. Thus, since llie mid-1‘JSOs. 
inwaid PDI has umountcil to less than I jK-r 
cent of gi'iiss domestic capital torm.ilioii in 
South Korea and less than 3..‘i per cent in 
Taiwan JESCAP 19071. However, in icceiit 
ycarsthc.se two countries Itave become capital 
exporters of signiticance, contiihuting 
siringly to the one-third of FDI Hows into 
Asia which come from within the sub-region 

Singapore’s indusiriali.sarion, on Ihe other 
hand, wases.seiiiially ba.sedon loieign pi IS ale 
capital, which by 1980 controlled more lhan 
three-fourths ol all output and nearly 90 per 
cent of all muinifaetunng cxpoils iSleiii 
19951.1 lowcver, even here EDI has amounted 
to less lhan ,30 per cent of doineslic fixed 
capital formation >incc the niid-l9,S()s. In 
Malaysia, and to a lesser extern Indonesia, 
a substantial role has been jilayed by I'DI, 
especially in leccni cxpoit-oiiciiied 
manufacturing and in resource exii.iciion. 


Japanese FDI ha.s been by far the most 
im|)ortant for thc.se countries (as for the 
region as a whole, except for China). Until 
the 1970s, FDI was generally confined to 
le.source extractive investments in mining 
and agriculture, and only from the 198l)s has 
manufacturing FDI been at all significant. 
Ill lact, in Malaysia ihe foreign share of 
equity in the corporate sector fell from 62 
per cent in 1971 to only 25 per cent in 1990 
lOsman-Kani 1996). For inaimfacturing this 
loicign capital was mainly induced into the 
e sport jii'oces.sing /ones, hut these generally 
remained import-inlcnsivecnclavcs with little 
linkages with the rest ol the economy. It is 
only in the 1990s that theie has been an 
upsurge in l-DI with wider output and 
employment efUx-ts, which is part of Japanese 
lelocative expansion inio (he .South-east 
Asian NICs FDI is currently c.siiinaled to 
supply around 22 pci cent ol gioss domestic 
capital lot mat ion in M.ilaysiu | ESC!AP 19971 
which makes ii among the highesi ratios in 
Ihe region, tlowcvci. changes in the 
production .struciurc me still very much at 
the margin, and the Malaysian government 
itself has admitted that 'the switch lodomestic 
policy orientation is iiurvilahle in ihe long 
inn tl the Malaysian economy is lo he 
hilly industrialised’ | quoted in Osinan-Rant 
19961. 

In Indonesia, as in M ilaysia, one ot llie 
most notable features is the .ibsencc of 
ic .triciions on capital Hows almost Iroin the 
start ol the thrust tow'ards rapid 
industiialisation. The Indonesian legime ol 
.Soch.irlo lioin Ihe starl h.is opcialcd with an 
open capital i(ccihiiU. wnh no icsiriction.on 
ihc intlow oi oiiltlosv ol capital. This 
completely Iree capital .iccount in a context 
ol apicthoraol domestic coiuiols in a lightly 
regulated economy, began essentially as a 
political conce.sMonlothcexpalriaierhinese 
business cominunity w'hich remained in 
liuloncsia Its maintenance over time has 
been possible hccause ol Ihc citeclivc 
guarantees provided by American and 
Japanese linaiicial supporltolhe government, 
as well ascontinuoiisly highdi'mcsiic intcicst 
r.iies. There have been penixlie episodes of 
capital Higlu, lor example, in 1974 and again 
II. the mid-198().s, bul no aticmpl has been 
ni.ide to impose any capital controls us u 
lesiilt Japanese capital in particular played 
a major ole in propping up the .Socharto 
legimc and in providing foreign direct 
investment for Indonesia’s import- 
snhsiiuiiingiiulusinalisaiiondrive Howc-v'cr. 
trom 1975lo 1981,lhcgoveinineniwa,sahlc 
lo use the power derived from windfiill oil 
export earnings lo impose demands upon 
loreign e.ipiial and to priunnie the growth 
ol national capital. Foreign investment was 
provided with new incentives through 1986 
and 1987. and most recently in 1994, and 
Indonesia has received some of the general 


increase in Japanese FDI to the souih-cj| 
Asian region. 

in all of these countries, the increa-se g 
portfoliocapital inflows has been less marks 
than FDI and certainly less dramatic thang 
other ‘emerging markets' amratg deveioj^ 
countries. In one of the largest econori^ 
that of South Korea, the role of portfolg 
capital remains minuscule, and eisewhisi 
also sUx'k markets are both less dcvciopig 
and lc.ss encouraging of foreign secondan 
investors. While total stock market 
capitalisation in Indonesia, which ha.s one 
of the largest such markets in the region, has 
increased from .$ 0.1 bn in 1983 to $ 3.3 hn 
in 1993, Its valuation in relation to GDP 
remains low at 10 per cent, and foreign 
investor activity is less noticeable in this 
area. 

Foreign capital flows in the recent past 
into the Thai economy arc of special 
signiticance not only because they indicaii 
the nature o( Japanese rclocalive FDI. bu 
akso because they |aoini lo the sheer rapidi^ 
and potentially dc.stuhilising nature of i^'l 
such Hows. From the mid-1980s. Thi 
external deficits were financed with a sudile 
rush of l-'DI inllows which also supportcc 
the count ry’s export etfori and raised the ran 
of growth FDI flow's into I'hailand rose 
trom a little more than .li 250 million in I9h( 
loalinosi .$ 2.500 million per annum by 199C 
IPusiik and Bakci <996). However, alia 
1990. annual F'Di inllows declined morctii 
le.ss conliluiousi y us rclocalI vecapital sought 
even chcajier doslinalions lor part of thi’ii 
export-onented pioditciion Thus, while the 
torcign cajaial slid induce structural change, 
the ch.ingc luis been iinsiabic and unsecured 
The speed ol the redirection of productisi: 
capital Hows has even meant that some 
productive capacity whicli was crealctl-i' 
since lying idle, although in othei areas thc'c 
have been important shilts and divei-sificatiiHi 
ot production. Meanwhile, a balance of 
payments problem emerged as FDI inHow' 
were slowing, but cxpotis were not growing 
fa.st enough to finance burgeoning imports. 
As a result, after taking account of FDI 
inHows, the current account di'ficit left i» 
be financed trom other .sources amounted to 
8 per cent of GDF by 1995. The ‘stnletura! 
deficit’ in Thailand’s current account 
.sicinnung from the ope'nne.ss of its ccononiK’ 
regime, was no longer accompanied b> 
adequate inllows of private direct foreigr 
investment. 

To finance its external deficits, therefore 
’I'hailand had lo resort to borrowing fron 
international credit markets, implying a rapid 
increase in external debt from $ 23 billioi 
in 1989 to more than $ 60 billion in 1994. 
amounting to nearly half of GDP, Much rf 
this was necessarily short-term debt, whiL 
is very susceptible to the level of investor 
confidence. Financial markets had been 
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concentrating on the rate of export growth 
as the single most important indicator of 
creditworthiness, rather than the external 
imbalance, and once the recent export 
deceleration led to an increase in the projected 
cunent account delicit, a speculative run on 
^ihe haht began. The continuing stagnation 
oi exports and the fragility of the external 
account in Thailand indicate that these 
problems are far from resolved, and the 
relatively short-lived euphoria of receiving 
substantial FDI inflows has given way to 
domestic production instnhiliiv and 
speculative tensions. 

Crewt and Finance 

Financial liberalisation has become an 
important element of the ortliodox sn uctural 
adjustment package. I'hc removal oi 
'financial reprc.ssion' in the lorin of 
government regulation of credit, is .seen as 
a necessary measure to encourage more 
pnvalc savings as well as to enforce greater 
efficiency in the use of borrowed lunds 
^Associated with lilts, the standard adjustineni 
programme typically coniains severe 
quantitative rcsinelions on doniusiu ciedii 
cxpaii.sion, which is .seen as one ol llie loot 
causes ot external di.scquilibnum In iliis 
paradigm, not only is 'cxccs.s' doiiicsl ic ciedil 
cre,ation cither innatioii.iiy or le.uliiig to 
external payments imbalances, but any foi'iii 
of government rcguKiiion or Jiiecium of 
domestic credit is also iindcsnahlc. I'mancial 
lelurins arc not only supposed to deicgulale 
credit instilutions. bui al.so allow loi newer 
forms of linaiicial mtcrmcdi.itioii which, it 
IS argued, will make tui wider and d>vpcr 
financial intermediation. 

The fmancial policies ot tlic countries 
considered here negate this aigumcnt in at 
■ least five important ways. In gciici.il the 
• tinancial systems ol thc.se couiuiics h;ive 
been tightly controlled and have operated in 
ways very dillcrcnt from the Ircc icgiinc 
described above To begin, with, interest 
rates for investment have been Iteavily 
subsidised to priority sectors (iiK'luding 
exjiort industries). This was thccasc in .lapan 
certainly, but also in South Koica. and 
Taiwan, and even in the sccond-liei NICs 
like Malaysia and Indonesia. Scco’idl>. tree 
market forces typically played no role in the 
determination ol the recipients ol ilicse 
subsidised loansg rather they were ol bcially 
determined by direct allocation ol credit 
through public secior banks In scveial of 
thesecounirics. this meant that loan uilocaiion 
(especially of subsidised credit) was 
detennined not just by some hierarchy of 
public priorities, hut also by a network of 
patronage and clicniclism. Thirdly it is quite 
evident that the strict iiionclaiist assocMiion 
^ between deficits, money supply and ml laiiun 
finds little empirical suppon in this icgion. 
There has been considcrab'c vartal ion .icross 


countries, and no evident relationship 
between money supply growth, intlaiion, 
external deficits, and growth,* which have 
moved in ail sons of ways in individual 
countries (Lindauer and Roeincr lt)0^|. 
Founhiy. savings rates have been generally 
high in the region tor a variety of rCason.s 
and institutional and ptilicy variables which 
have encouraged sasings in diltercnl 
countries, hut high real mtcrest rates do not 
appear to have been a signi ficant delcnniiiani. 
Rather, it has been argued that the succes.sful 
mobilisation ot sat ings Ikes been Iheoutcomc 
of high growth and investment, rather than 
the cause. This emerges even from a World 
Bank causality study (IW.tj which found 
that the causation lan clearly trout giowih 
to savings in Japan, Indoiicsiu, South Korea, 
'faiwan and Thailand, and was ambiguous 
in (he other countries ot the region.'I'he chief 
element of sueeessin financial inlenncdialion 
in the.se countries has not been Hnaiieial 
decontrol and liberalisation, but the 
sy sternal le govciiimenl-delerinined 
ilevelopnicnl of accomiiuHlating financial 
institutions that weie able to gcncraie credit 
to liiiancc the icqiiircd iiive.stmcnls. 

Fniully. It has been poinicd out with 
iclercncc to one ol ihc least ‘succcssfur 
economics of ihc icgioii - llial is, Ihc 
Fhilippine.s - Ihal liiumcial 'liberalisalion' 
loinbiiied with ichance on exicinal finance 
(111 the form of hoi rowing) may icmporanly 
conceal inadequacies in domestic resoiiicc 
inohili.saliun. but ultimately It intensifies Ihc 
sttiieiural weaknesses in the domestic 
tinuncial system and lurthcr aggravates 
imbalances between savings and investment 
(V'osandYap l<JU6| Ciiven the oligopolistic 
nature of financial markets, the inicrioeking 
interests ol large banks and corporate linns 
and the widedicliouniiy between lornial .and 
intuimal markets orthodox linaiicial 
liberalisation measures such as interest rate 
lihcrulj.sation and gieaici capital market 
exposure arc likely to inicnsity problems of 
eonccmralion, insiability and inadequate 
iiitcnnediation loi small to medium si/.cd 
producers 

Ueiicrally in this legion. linaiicial rclorm 
measures which have been successful iii 
positively allceting savings and providing 
gicatcr linaneiai lesoiiiees lor aggregate 
invcsliiient are not those which have followed 
the orthodox presciiption, but rather those 
which have sought to deeoncentiule eapitul 
and to increase liiiaticial market access 
especially to small borrowers 

Labour. EMPi,oYMi„Nr and Waoi-s 

The deregulation ol labour markets to 
encourage ‘flexibility’ is a key clcmcril of 
the standard neoela.ssical .adjustment p.ickuge 
linempioyment is attributed it; labour market 
‘rigidities’ which arc typically detined as 
u'al wages that aie 'too high' and arc even 


widened to include all aort.s of protective 
legislation for workers. Consequently, greater 
downward ilcsibility of \sages and more 
precarious and non-permuiieni working 
conditions arc actually wcicoiiied in this 
paradigm since they are seen as providing 
an impetus to additional employment 
generation. Government regulation of Ihc 
labour market is ilieictore seen us .something 
which should ideally Ih.' reduced in the course 
of udju.stincm. 

Howcvci, the cast .iikI souih east Asian 
regimes have inici vent'd vei y actively in this 
sphere, as they have iii evciy other as|>ect 
ol Ihc economy. In almost every ease, the 
attempt has been to keep real wages paid by 
private employers low. through a 
eoinbmaiion of public (irovision of a part of 
the wage basket and .stH'i.il-poliiieal means 
that have rc.stnctcd wage demands Further, 
even when rcjil wages have iisen over the 
inedium-terin, as they li.ive in most of these 
high growth economies, wage inerea.ses have 
contiiiiioii.sly Irecii kepi below piodiictivity 
increases so that pixiduci wages have been 
fulling A number ol mech.iiiisins which 
span policies acioss sectors have been used, 
rather than lahoui market policies alone. 
Thus, as mentioned eailier, agiieultitrc has 
been carefully .squey/cd to provide relatively 
cheap lood, even us a steady irtekieof lural- 
iirbuit migrants has resulted from the 
dillcicntiul growth ol per capita incomes in 
Ihe eilies rekitive lo the louniiyside. I'he 
public provision ol eeilaiii basic needs, such 
as housing, health eaie .iiid, eriii'ially, cheap 
rice, has also been an iiri|Hinunl factor in 
t on trol 1 1 ng w ages pail I by pn v,ii e empi oy ers. 
This has been the most siiongly marked in 
.Singapore and Hong Kong, but il is also true 
of Soulh Korea and 'I aiw.iii. and to a lesser 
cxicni. Malaysia Almosiallol these regimes 
have al.so been rc|irc,ssivc politically, with 
severe rcsi'itiion.s on trade union aelivily. 
di.seouragement ot workers' orgaiiis.itioiis 
that arc not directly under the ,iulhonly ol 
Ihc governnieni, and rapid suppression of 
any popular expiessioiis ol discoiuenl. Tlie 
emphasis on low wages was strongly evident 
in exporting industries, but it was not eonfinetl 
lo them; rather, ii was (lari ol a general polit y 
ot cocouragiiig capitalist acctiinulaiion 
through high private reliiins on invcslment. 

It should he boiiie in mind dial all the 
major ad jusiment phases in these economies 
have geiicially been pluses when overall 
cmjiloyineiil has kepi mcieasiiig. rather than 
stagnated or declined This has allowed Ihc 
redeployment ol iaboiii and has made the 
.social a.sjieci ol produetiuii restructuring far 
easier for the regimes eoneerned. In this 
respect, it i.s very dil lereiit Iroin the cxfxrnencc 
ol tidier developing eoiiiilries undergoing 
slruetiiial adjuslineul. One recent trend is ol 
wider signirieaiiie' the assoetaiioii of much 
of the rcfcril expon-oi leiited pitHluetion with 
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both greater use of insecure casual contracts 
and the feininisation of employment. This 
process is also observed in South Amu. 

Staie and Private Sector 

The relations bet ween the state and pri vale 
sector are inevitably deeply embedded in the 
changing political economy ol these 
countries, and broad generalisations arc 
neither possible nor desirable. However, one 
common point does emerge in all these 
various cases, and that is the ahiliiv of the 
state to exercise some degree of control over 
the activities of private entrepreneurs This 
could stem from the authoritarian Linnrul 
over business that was evidenced in South 
Korea, or from the close peisonal networks 
and nepotism that characterised stale 
functioning vis-a-vis large business, as in 
Indonesia. But to a significant extern. this 
did mean that certain essential rules of 
efficient capitalist functioning were observed, 
and that the state was able to mobilise 
domestic resources for its amhilious 
expenditure plans across the region (Unce 
again, the Pliilippincs and 'fhailand are among 
the exceptions to this.) 

lliis expressed itself in a number ol ways, 
for example in lax-ODP ratios acioss the 
region that have been very high in 
comparative terms, and which have shown 
greater buoyancy whenever fiscal problems 
of the government became manliest In 
addition, it also meant tliul the stale could 
encourage foims of iridustn.il organisation 
and production which ended up with a gi eater 
competitive edge. In .several ol iliese 
countries, must obviously Japan anil South 
Korea, the active encouragement by the st.iie 
of the development ol large conglomerates 
of interlocking companies, and the conn niicd 
close a.s.sociatiun between goveiiiinciii and 
these conglomerates, have al.so meant 
reductions in Irausacliuu co.sts. Similarly, 
the early recognition of the im|X)rtanio of 
static and dynamic economies ol scale, 
especially in sectors such as shipbuilding, 
automobiles, steel and chemicals, led lu the 
creation by the government of ciicumsiatices 
(through strategic liadc practices and idher 
means) which allowed lor profitable laige- 
scalc production from the start ol the 
industrialisation drive. 

IV 

India’s Kxpcricnce since l'>91 
Indian STRocriiRAi. Adjcsimi ni Pickaiu 

As IS well known, the ninncdi.uc im|icius 
for the imposition of the cunent siiuduial 
ad)uslmcni programme in India in I *>91 was 
the balance of payments ciisis ol I990-91, 
which involved a substantial eiosioii of 
foreign exchange reserves and difl u nities in 
the repayment ol short-term cMcrnal 
commercial debt. This crisis w.is al.su 


associated with (and subsequently attributed 
to) theunsustainabie domestic fiscal position 
resulting from the government's use of large 
deficits la fuel the economic growth of the 
late 1980s. When a new government came 
to power in the middle of I99I, its two first 
economic policy initiati ves were to approach 
the IMFfor an immediate stand-by loan, and 
a two-.stage devaluation of the rupee by 
about 20 per cent. Subsequently, a wide- 
ranging programme of 'economic refonns' 
was set in motion, in which the immediate 
aim of stabilisation was conjoined with a 
broader structural udjusimcnt package based 
on the strategy of liberalisation. Tlic strategy 
was explicitly broadly similar tolhal typically 
lound in IMF-World Bank structural 
adiuslment programmes, with the difference 
that the stabilisation element was relatively 
underplayed, and the fiscal compression did 
not last mure than two yeai s. However, the 
iiscal .stance has changed greatly in quality, 
with a dra.stically reduced allot atinn fur 
public capital fonnation. 

The liberalisation of government controls 
has been faiily wide-ranging, covering inter 
alia the dcliccnsing of industrial investment 
iind production, removal of export subsidies 
and reduction of fertiliser subsidies, 
dccanali.satiunof anuniherol ini[x>rted items 
along with shilt from import quotas to tarilIs 
and reduction ol average tariff rates, t inancial 
liberalisation measures lor both resident and 
external investors, and substantial easing of 
the rules governing foreign capital intlow 
liidii<-tri.il licensing has been almost 
compicicly done away with, lot bothdoinc.stic 
and foreign investors. With the exception of 
con.sumcr goo>ls, quaniuulivc tesiiictions 
have been removed from imporfs, and tariffs 
brought down significantly. On the financi.il 
side, toieign instilutional in vc.sturs have been 
allowed to enter Indian stiKk markets with 
lull rcpatriabilily |)ermitted after a small 
lock-inpcriod.and. nut only have conditions 
been cased fur the entry of foreign banks i nto 
thcdomcstie sector. b.Tnkingrcgulations have 
been changed so that they can now set their 
own lending rates (subject to a minimum) 
and arc free to launch subsidiaries which 
ulfer equity imked .services. 'Die logic behind 
(liese moves, besides the standard expectation 
that removal of controls on investment and 
trade would improve allocative ctficicncy, 
IS ihe r '|x;ctution that private investment, 
both dome.stic and foreign, would rise 
.subsi.intially and that, with foreign capital 
mtlows channelled into the equity route, the 
demand lor foreign financing will be met by 
non-debt cieaiing instruments. It is worth 
noting (hat such lihcralisaiion as has occurred, 
has operated mainly to the benefit of large 
capital, whether Indian or foreign; the 
labyrinth of rules and cuiiliols facing small 
producers, co-operntives and ordinary 
citizens in their quotidian litc has been 


generally untouched andin some cases made 
even more oppressive. 

The results in specific' areas are discussed 
in more detail below. Table 1 presents some 
important macro-economic indicators for the 
period immediately before and during this 
structural adjustment programme. Thr^i 
general features deserve some comment at 
this point. First, the balance of payment 
position appears to have improved 
subslonti ally, especially i f the level of foreign 
exchange reserves is taken as the indicator 
lliis, along with the revival of overall national 
income growth, is usually cited in official 
documents as evidence of the success of this 
particular adju.stment strategy. However, the 
rise inextcnial reserves conceals some newei 
sources of vulnerability - in paiticular the 
dependence upon potentially volatile inllows 
of portfolio capital - winch may become 
more pressing in the near future since the 
current account imbalance is once again 
incretising. The recovery in overall economic 
growth has much todo with two phenomena 
the fact tluit the overall fiscal stance aflv, 

1993 has once again been expansionary, a«' 
the effect of import liberalisation measures 
on the rclea.se of pcni-updemand for import- 
intensive con.sumcr gi’ixJs. The laiicr provide' 
a once-lor-all market that tends to exhaust 
Itself in Ihe absence of continuing linkage 
clfcets with the rest of the economy, and this 
demand is all eady sliow'ing signs of reaching 
saturation in the current year as rccessionaiy 
tendencies make themselves tell in 
niaiiiifacturingoutput|AiternativcEconomii 
Survey I9')6-971. 

Second. |X)st-reforni lullaiion, which has 
averaged 10.6 per cent per annum, h.Ts been 
high by Indian, although noi iiuernntional. 
norms, llic rate ol inflation as measured by 
the wholesale price index, which averaged 
less than 8 per cent per annum during IhY 
1980s, had climbed to over 16 per cent pei 
annum.soon after the 1991 devaluation. Tins 
was brought down to around 7 per cent per 
annum by the begi nning of 1993, but climbed 
back again to two-digit levels in 1993-94 
and is currently running at around 7 percent 
per annum. Moreover, with food prices rising 
faster than average, the con.sumcr price 
itillalion rate is even higher. Since most 
wage incomes in India, as well as the incomes 
of small self-employed producers in all 
seetors, arc not indexed to indation, even a 
rate of inflation that appears relatively low 
by the standards of other developing 
countries, directly translates into a real 
deterioration in material conditions for the 
bulk of the people. 

Third, while the overall investment rate 
appears to have improved over the period 
after an initial decline, it has not yet recovered 
to the level achieved in thesupposedly ‘crisis,^ 
year of 1990-91. However, this overall rat^ 
conceals a major asymmetry between 
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investments in the corporate nnd the 
household (i e, small scale) sectors: ,aios$ 
fixed capital formation of the household 
sector declined from 9.S per cent of GDP 
in 1990-91 to 5.3 per cent in 1993-94. while 
corporate investment increased from .3 K [ter 
fern of GDPto 7.2 percent. Thus, the .ulverse 
effects of stabilisation and siriiciiiral 
adjustment policies on investment uppo.ir to 
have been concentrated on smaller 
enterprises. In part, this is anoulconii.' of the 
fact that changes in the financial sector, 
which boosted equity muikeLs and made 
credit more costly and .scarce, base ici.dcd 
to divert finance to larger enterprises Out. 
in part, this was al.so a reficclion of t laiii.eing 
demand patterns. 

Clearly, the negative effects ol the 
adjustment process on economic growili h.u c 
been concentrated particularly on the oiiiiMit. 
income and investments ol smallc: s. ,ilc 
cnterpri.ses. Nonetheless, with "lowih 
returning to pre-reform levels wiilmi lour 
years of the adjustment process, the In.ban 
Experience thus far has been similai m tci ms 
of overall gorwth to the south-east Asian 
experience and evidently superioi to that tn 
Latin America or Atnca. It must he noied. 
howevet .that Indian rclornts h.ivc hccii much 
less thorough-going m let ms ol dism.inlliiig 
the state .sector, and that giowih i.itcs 
increased precisely when liscai si.ilnlis.iiion 
elforts were given up. Moicovci. 'i> '. ,iuse 
manufactured consumer good.^ loii'ituic to 
he protected by means el c|uunii:.iuve 
controls, hbcrahsalioii so tai h.is i.i.l the 
effecl of increasing the elicctisc i..ic ol 
protection in this .sccloi, iiu'ieasing |iuiliis 
and moderating the growth ot impoiis. 
Although the policies have had some -iicccss 
in their .staled goal ol repl.)cmgextei nal debt 
Aiws by private foreign mvesimeir llow.s. 
the latter have so lar mainly taken ilic lonn 
of highly volatile portloliomllows.nu! h.ue 
asyet failed tosuhstilutelurihe tail in public 
investment inurcasciitii cl foi fuluie gi > >'vtli. 
Moreover, the situation us it now si. iuls is 
one where large private corporaiioiK luisc 
gained at the expense of smallei eniei pi ises. 
and, within the public sector, tin si.ite 
governments and public .sector cnic. puses 
have been major victims ol the ceiiiial 
government’s stabilisation ctlo.-t. 

FlSCAl. IWBM, \NC1..S 

One major concern ol the inicinai 
adjustment package ts that it appears lo have 
failed incorrccting the I uiidamcntal | -i ohiem 
of the unsustainable nature ot guvemment 
finances - that relating to high and using 
revenue deficits. Prior to I9h0. ilic 
government of India ii.sed to run icvenue 
surpluses, borrowing uniy tor capital 
Rxpendilure. This paiiem changed m.irl-cdly 
during the 1980s when huge incic.iscs in 
government current expenditure oci .ricd 


and revenue deficits needed to be financed 
by borrowing. The central government's 
revenue deficit avciaged 1.2 per cent of GDP 
during 1981-85, and rose to an average of 
2.6pcrcent ofGDPduriiig 198.5-90, reaching 
3.5 percent in 1990-91 just before the crisis. 
It was cut back to 2.0 pci cent of GDP during 
1991 -93 as part of the siahilisation package, 
but It rose to a rccoid lc\el of 4,2 per cent 
111 1993-94. The levcnue deficit of the 
government on aveiago has been higher, as 
a percentage of GDP, in ilie last three years 
than in any pre-adjnstmcni year. 

The problem ol the inahihty to control the 
revenue deficit has been compounded by 
two features in paiticul.ir. First, as evident 
from Table 3, the gross tav-lo-GDP ratio has 
lallen fiom the |)rc-adjiis(men( period by 
about I percentage point, and this has 
occurred mainly as :i lesult ot lalling customs 
icvcnucs. Second, the ratio ol interest on 
public debt to GDP has incrca.scd by more 
than 1 pcicenlage point, mainly because of 
greater debt Imancing ot deficits and 
increased interest r.iles on government debt. 
Both these outcomes are the direct 
con.sequenceol ■siuicini.illelorni’:ic.iarilT 
rcdui tioii and tinaniial deregulation 
respectively. 

As a result, cuts in goverimieni capital 
expcndiiuic have boi ne the brunt of whatever 
reduction there has been in the liscal dcricit. 


As in many other eptstxles of 'structural 
adjustment' eisewhcreinlhcworld.but unlike 
the experience of cast and south-easi Asia, 
Indian adjustment policies have had thecffect 
of squc'c/.ing social cxpcndiiures and public 
investment. The doclmc in the government 
capital cxpendiiiiie as a shaie of GDP is 
evident from Table 3. Other non-interest 
revenue expenditure of the central 
government has also declined as a percentage 
of GDP and has involved suhsianlial cuts 
in social cxficndiiiiics, mcliiding on health, 
education, food subsidies and rural 
dcvciupmcnt. Total development cx|K‘iiditure 
by the central govcnimcni has declined from 
12.5 per cent of GDP in 1985-8(> to only 
8 per cent in 199.5-96. while the capital 
outlay element of that expenditure has fallen 
Irom 2.7 per cent ol GDP lo less than 0.5 
fier cent 

The continuing centralisation of 
govcmmcni revenues and the real decliiH* in 
net iranstci ol Ihcceniral govcmmcni lothc 
stale governments as well ics the financial 
sqiiee/.e in)|)artcd by higher interest roles, 
have further added lo this decline, since state 
govcinmciils hear the major lesponsibility 
for hcailh and education as well as several 
other inira.stiucluice.xpcndiluie.s. ’Die total 
net ti aiislers from central lo state governments 
(that IS, slates' shtve ol cenlial taxes, and 
loans and grants to states less inieicM and 
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iniortKatioii of Joans) has fallen from more 
han 6 per cent of GDP in 1990-91 to 4.7 
jer cent in 1995-96. The insufficient 
levolution of Tiscal resources whicii has 
narked this adjustment process consequently 
had severe negative implications for a 
ange of other sectors, including 
iilrastructure provision and agricultural 
iroduction. 

Policies Towasds Agriccli uki 

One of the significant features of cast and 
aiulh-cJLSt Asian adjustment noted above 
A as the concern tor agiicultural production, 
Atiich ensured that public cxpeiidiiiuo for 
Tir.il aieas was m.untaiticd or metcast J during 
he adjustinent pioccss, even while pi lecs of 
;rops were kept .stable but ivlativelv low 
hrough state iiijni ptilat ion In sharp t murast, 
he pattern of adjuslnienl in India since 1991 
las been maikal by a signilicant necleel ol 
he agrii iiltural sector. Not only h.is there 
'ecn no serious allempt at gciuiine 'sti in tural 
ivbusiment' asl.irastheagiicultuialoi oihci 
•m.ill-sealc scctois are concciiied but the 
i.isic a.ssiiniption li.is been that libci.dised 
narkets. export oiientation .uul icsultant 
iighei output prues will be sulluicnl to 
•vokc positive supply icsponses lioin this 
lector, even though iiiial piiblie iniesmiem 
las fallen. Thcie have heen soim i iihe: 
■onlu.sed atiempis .it i tilting leililiser 
.iibsidics .indaii.Uleiiij'lw.i.sni.idi toieilnee 
he quanitiin of diieited ciedil lo the 
igiiculuitui and siii.ill indusliv seuoi. but 
»eiy little has acliialls lu.en ^lone lor 
igiieiiluiie in teiins ol an> tielinile poliey 
iiitialivewithmihcliheialealioii li.iinewoik 
•xecpl lor ceri.iin ih.ingc.s in ir.idc policv 
There has also been no alteinpl lo piosidc 
■lahility Ol rediu e uncertainly lot still is .itois, 
J^i.ch pioved u) he .siu li an oiipoitaiil 
ngrediciu in the east Asi.in success. 

Much ol agiieiilliii.il ir.ide in India ha.s 
seen decanaliscd and qiiantitatise uinitols 
Itsniunlled on .igticuluaal iinpoils oilier 
han ceieals, oilseeds, edible oils and sugai 
In the spheie ol agi iculiui ill e\ports, ho we ver, 
here has been no systeniuiic liberalis.ition' 
ixports ol coconut, copi.i, oilcakes, pulses, 
i.itldy, rice bran and vegetable oils are subject 
o Itcctising; exports ol loodgrains. -.iigar 
ind raw cotton ate in thcoi y possible w 11hout 
leensing but in pjacticc eoiit i nue to be subieet 
o quanlitatise limits: and nimimuir. i-\|xirt 
iriccrcquiieniciits continue tor groundnuts, 
juarguni and iiibaeco 

However, no comparable .ittempi has so 
ar heen made to inodily the limctitnimg of 
nicrnal trade m agnculiuial piotiiRis and, 
illhough dc factoconirols lieie ivcic .ilways 
css than m cMci.ial tiade. die govunmciii 

J ir.tinues to play an import.mt rt>ie in the 
acrnimalion of agruahtn.il. partnuhirly 
ood prices because ol :is price support 
aierveiilions and its p'.iMie disiiibution 


policies. More importantly, there have been 
no changes in the functioning, or pricing 
policies, of government institutions which 
supply major tnputs. sueli as electricity and 
irrigation water, to the agncuitural sccUtr. 
In fact, cuts in public investment have meant 
that (he supply situation in the.se sectors is 
likely In worsen in the mediuni run at least. 

Furthermore, unlike in industry where a 
rise in piivatc eoiporate investment has lo 
a huge extent subsiitmcd tor a tall in 
hoiLsehold in vestment. 1 he scope for eorporate 
investment in agncultuie i.s limited, at lea.st 
so long as the cuiieni legal hinils on land 
owiier.ship eeilmgs and leiiancy continue 
Tliere have tlicreloie been demands by 
indu.stry to iiiodily llie.se laws But, m laei. 
veiy little has bceiulone to change ihe.se laws 
hecause it is recognised that this miel'' ■ 
adverse cticcis on die peasant eon. 
and. in any case, the government I. 
mi.ihle lo iniisiei the nciessaiy pi- . i, : 
.support lot .sijchiiiodilic.iiioii.s Nonetheless, 
eoiporate iiivestiiic'iii r entering the 
agiicultural sector hv the b.uk-dooi, taking 
advantage ol certain gi'seiimicnt policies 
lelaliiiglolheuseol 'w.isiel.inds' andhceatise 
c'liireni laws aic amhiguoiis when land is 
(hverieil Irtim ciop lo. s.iy. fish cullivalion 
■rhiis.de.spiieliiniiaiion.scihyinli.istruciiire 
d.'vciopiiieiil. ihere has lieeii a recent spate 
ol eoipoiate insestmeiil iii liurticillUlie and 
ai|uac ulltire Hot, hec.iiisc of the unplanned 
n.ituie ol siieh .iclivity. ihese have ollen led 
lo substantial aciveise tall-ouls on 
agni ullurtsls'in the legions coneerned. :,(i 
iiuich.sothatllie .Siipieiiie Court Ins recently 
directed the goveiiinieiil to control large- 
stale aqnac'ulluie aclivilv 
'riic lack ol coitcciii lor the agncuiluial 
sccloi has been most evident ir, pallcrns ol 
piihhc expenditure It should he noted that 
total capital lornialioii in agriculture has 
been tieelirimg m tletadal terms lioni the 
early I97()s,aiidsmce 1990 91 this has heen 
especially .so because ol diaitialie declines 
in public .sector capital tormation. Total 
spending of the teiiiial governnieni, both 
tinder ‘Flan’ and 'non-Flan' heads, lor 
agi n ulturc. irrigtition ami nii al devehipiiieiil 
(inchulmg the Icrlih.sei subsidy) bus declined 
eontinuously over tlie adiasimcnl years. I rom 
2 0 per cent ol GDP in |9H9-9(J to 1.46 per 
cent in 1995-96, and only I,f2 per cent in 
1996-97. The squeeze on slate government 
resources mentioned above has limited their 
ability to undertake sm h mvcsiinents. Other 


policies have also adversely atfcctcd private 
investment in agneuhurc. 11)c quantum ot 
hank credit directed to agriculture has 
declined ns a result ol uiu'crtumiies inti uduced 
by the linancini reform measure drastically 
cutting ‘priority sector' credit. Poorly 
designed reductions in lertiliser subsidies 
not only resulted in stagnation in total 
lertiliser use hut also a inaiked woisemiig 
ol theNPK ratio lictauseol puce mibul.iiiccs. 
I1ic tlinist lowaids agiiciiliur.il exports and 
laismg ot ceilings foi a nuniher ol items ol 
such export lias iiicaiil a shill m cropping 
panel ns which may threaten IihhI secuiily 
m the near luluic The aioa imdei all ceieals 
has fallen by .1.5 pei eeiii lioiu 199()-')| to 
199.5-96. 

As a result there h:is heen a sigiiilieaiil 
da'c’lcration miotal loodgiamsouipui giovvili 
ill tlic l9<X).s, as is (‘videiil lioni Table 4 In 
the period 1990-91 lo I995.9(t, total 
foodgramsoiiipiit hasmeieasedhyonly 1 (lo 
per cent per aiiniini, winch is suh.st.iiilnilly 
less than the tnojeeled )iopnlalion growth 
rale ol 1.9 per cent (>ei annum, so tlial (wr 
capita domesiie loodgiams piodiiciiori has 
lallcii. This has also allecled toi.d dome.slie 
av.iilahihly. to the extent that the (ler capita 
daily avaitahilily ol loodgiams lias deehiied 
quile.sharply lioiii 5 lOgiaiiisin 1991 loorily 
49X 111 1996 ■' 

Total agncullnral prodiK lion :nlhis|KTiod 
liiis incie.i.sc'd by only 2.2 pci cent, and tins 
despite the contmiioi.s tuns ol exeellcnl 
monsoons which lern.im signilicaiil for 
hai vest levels 'I he i egion.il i oni eiilialioiiol 
growth has increased oiue .ijmiii, alici .i 
pel Kill ill the 19X0s when giowih was moic 
widely dispeise.d in the eastern region in 
particular. The widespiead processe.s ol 
degradation and depletion ol land and w.ilei 
resourtes, p.irticiil.iily in llie dry legions, 
h.ive conlinned apai c, i.iisiiig seiious 
pioblenisol siislamahiliiy. While exports ol 
cash crops li.ive iiicieascd and pines ol 
agncuiluial piodiiels have iinreused taster 
than the gencial piice level, tins has not 
meant a general impiovemeni in living 
conditions in ihe ruial ate.is A sigriilnaiit 
)>to|nirlioiiol the nil al |iopulalion (including 
wage laboiiieis and niarginal and small 
birnuTS) aie net piiieli.iseis ol lood, whose 
leal incomes are aclvei>elv alien led by tins 
process And ihe lact that the Itlicralisalinii 
ol trade ami using piodiui pines arc afso 
associated with siihstanliully intie.ised 
uncertainly, w'liith also al feels input priecs. 


fAIlM “l IsOIA AsNLAI CikOWIH IS PODOOHAI-.'. I’Kom ni'IS 
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‘tree 
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I'lils..". 

All Foodgraiiiv 
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29 
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has been a source of much concern (o most 
cultivators. 

When compared to the policies towards 
agriculture which have been followed in the 
cast and south-east Asian countries. Indian 
agricultural strategy in the adjustment phase 
thus appears to be not only inadequate but 
lundamentally misconceived, and to have 
potentially very .sen ous negative impiu'.'itions 
for future agricultural growth and food 
.security. 

iNi-aASTRi.’criiKi. 

As mentioned above, public expenditure 
on infrastructure was iiiaintaincd .it high 
levels throughout the rapid iiuiustnalisation 
of the east and south-east Askui countiies. 
By contrast, in India since 1 99 1 tlie sharpest 
public sector expenditure reductions have 
iieenconcentrated precisely in this aica. The 
declines in the ratio ol central government 
capital expenditure to GDI* have .ihcady 
been noted , to ihe.se it is necessar) in add 
theinevitahleconipiessionotsuch necessary 
infrastructure expenditure by the state 
governments, given their paucity of 
rc.sources. .Since there is such a stiong role 
lor public ux|)cndilure in (his regaid, such 
declines have lu'cn iinmcdiaicly icih-cied in 
the deteriorating perfixinance ot the major 
intnistructurc industries, as evident trom 
Table 6. 

There are signilicant shortt.dls m 
investment, production and inaiiiieiiance 
expenditures in each ot thc.se scciois The 
Highth fuvc-Yeai I’lan tlU<)2-‘i7) piovidcd 
atargetol .W,538MW ol additional elect ricily 
generation, which w.is already less th.in the 
rcquiiciiK’iit o 148,0(X) M W g I von the del naiid 
untietpated by the Central lilectririty 
Authority. But only 16.300 MW has actually 
been added tn (his period, aiound hall ol the 
target, which is the lowest .ichievctiient ot 
any of the Plans. This was paitly due to (he 
tact that the ccntial and stale goveiiiiiicnts 
together sharply leduccd budgct.uy support 
to the power sector. Instead of mobilising 
more resources lor this sector through more 
tax efforts, improved Imaneial maiuigcment 
and administrative elliciency. (he 
government put its hopes on priv.iiisation 
and iiicrea.scd pi i vale investment m thi s .seetor 
as the means to cover the shortfall. Hight 
‘fa.st-track' private sector proiccts. involving 
government guarantees to the prisaic sector 
of ininimum l(> |H*r cent ivtuin on capital 
in foreign exchange (ei'iiis .aid a host ot other 
concessions and incentixe', to the loieign 
inve.stors.andimplying.ihuge lutuieluiiden 
on (he public exchequer vs ci o .ipprov esi But 
none of these power piojci ts is likely to be 
completed in the near lutuic. so ih.it Itulia 
will suffer tnajoi powei shortages In the 
process, the govcrninciU has luiihei .severely 
undermined the vmbiliiy ol the public sector 
unit BHlil.. which oihciwi.se has had an 


impressive record as an internationally 
competitive producer of power generation 
equipment. .Similarly, the state electricity 
board.s are being undermined without any 
proper consideration of the nature of their 
difficulties and how best they can be 
overcome. 

Similar negative policies are in operation 
in the transport sector. The railways is the 
critical source of transport of goods and 
people and the largest single employer in the 
country. Budgetary support to the railways 
has declined sharply from 42 per cent of 
proposed total outlay in the Seventh Plan 
(1985-90) to only 19 per cent in the Eighth 
Plan (1992-97). As a result, the railways 
have been forced to cut back on cxi,sting 
fiiojccts of line expansion, renewals, gauge 
conversion and electrification of key routes, 
and procurement of rolling stock has also 
been adversely alfected. It is also being 
forced to search lor market borrowings to 
tund future investments, even though credit 
IS not readily available and servicing costs 
are much higher. Although the bulk of Indian 
external trade (as much as 95 per cent) is 
now curried by sea routes, both shipping 
lacihties and the existing poil inlrastructurc 
,iie woelullv inadequate to meet the needs 
ol trade Hows. There is a huge gap between 
demand and availability of port capacity, 
which makes curiem capacity severely 
oveistrctchcd As against a total cstim.ited 
c.ipacily ol 177 million tonnes in 199b, the 
mj|oi ports were forced to handle 215..3 
million tonnes in l995-9b. Once again, 
instead ot stepping up public investment in 
this ciucial area, the government is hoping 
for private investment, especially Irom 
foreign iiuiltinationals. to budge the gap. 

Urban infrastructure is in a state of crisis. 
The visible signs of shoitfall include 
incie.asingly congested roads, power failures, 
water shortages, absence of sale drinking 
watei .severe overcrowding and sub-standard 
housing and inadequate sanitation facilities. 
The problems of rural inlrastrucliirc may be 


even more severe and difficult to overeonv 
The absence of propw road networks, the 
inadequate attention to land works such a$ 
levelling and maintenance of traditional 
minor irrigation sources, the very limited 
spread ofbasic sanitation and drinking wa^ 
access, the insufficient degree of nj1|| 
electrification, have all been compounded 
by problems of depicting groundwaiei 
resources and environmental pollution. While 
the spread of irrigated area has incrciksed 
from about 54 million hectares in 198()-KI 
to 71 million hectares in 1990-91 and an 
estimated 89 million hectares in 1995-96, 
this is still well below the Eighth Plan target. 
Around two-thirds of the country’^ 
agriculture operates without irrigation, hut 
the central government has declared that it 
does not intend to tinaiicc any further majo; 
irrigation project, and will leave this task tu 
the finance-starved state govcinments. 

The general picture regarding the quality 
and quantity of infrastructure service 
available for the people is so piHir that eve; 
(he goveinment's ofllcial Economic >Vun£{ 
admits It. and suggests that ‘the widenm 
gap between dcmanil and supply n: 
inlrastructure also taiscs question 
concerning the sustainability of ccunomi. 
growth in lutuic’ Yet the policy respon.se 
IS nol that ot more extensive and systcmulii 
government action and expenditure n 
provide such infrastructure, but simph 
mctisurcs to promote the lioped-for priv.ni' 
investment in these unlikely areas. 

As we have seen, this is very different 
Irom the approach ol governments in cast 
and .south-e.ist Asia, which have loctise 
systematically on sustained and incrcusiiiL' 
levels of public iiifrastrueturc spending eve 
during period of adjustment. 

SoflAI OvFKIII AD C'Am'AI. * 

The squeeze on public cxpcnditurcinindij 
has been concentrated on physical and socitil 
infrastructure general 1 y. Thus, ilicre has been 
an overall reduction m total govcrnmcni 


Tabi.i- b India - I’cRioKMANt'cnr Infkasirik-iiirf iNorsiKii.s 


.Ss'i'loi Unit (Average Per Cent Change 

Per Annumi 

1985-UO 1990-96 


BIcctricity Generation 

billion kwh 

9.4 

7.6 

ttllililics only) 
ol wl .h 

Hydro 

billion kwh 


3.1 

Tlieriiial 

billion kwh 

I2..T 

9.1 

IVtrolcuiii Production' 


.1.3 

0.6 

Crude oil 

million tonnes 

3.3 

0.6 

Rcl'inery 

million tonnes 

8 

2 

'1 i.iiisporl and Coiiiiiiunicalioii 

Kadw'.'iy good.s iraflic 

million tonnes 

56 

39 

Cargo liandicd at major p<.iris 

million tonnes 

69 

6.4 

Telecom, new phone eonneclions 

(KM) nos 

16 6 

32 

Coal producliun 

million tonnes 

64 

5.1 

Cemcni production 

million tonnes 

87 

7.2 


Snune Calculated fromOOl Et onomic Survfv 1996-97. 
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Midal expendiiuTC, froni about 7.S per cent 
of GDP in 1989-90 to around less 6 per cent 
of GDP in 1995-96. Total expenditure on 
education by central and state governments 
together has fallen from 3.4 per cent ot GDP 
in 1989-90 to 2.8 per cent in 1995-96, while 
Spending on public health has fallen from 
1.26 per cent to 1.12 per cent of GDP in the 
same period. It should be noted that even 
at the start of the adjustment phase, public 
expenditure on education, health and similar 
areas was already abysmally low in India 
compared toot her countries in east and south¬ 
east Asia. 

In terms of constant 1980-81 prices, per 
capita spending on public health has fallen 
from its peak of Rs 13.90 in 1987 lo only 
Rs 10.00 in 1993, while per capita public 
cxpcndituic on disease prevention ileclincd 
from Rs 9.20 in 1987 to Rs 6.50 in 1993. 
Such declines, winch have continued through 
to the etirrent year, have tended to tcinlorcc 
a peculiar conundrum with icspcct to 
aggregate health spending in India In icrins 
^of total spending on hcallh as a percentage 
of GDP, the Indian perceiii.igc at 6 pet cent 
IS cxircmely res[Tcciablc. well above other 
developing countries ineludm.e (he lest of 
Asia (at 4.5 per cent) and China (at 3.5 per 
cent) Tlie caleh is that the publii .sector 
component ol such spending in India is 
among the lowest in Ihc world, at only 22 
per cent, while for most ol llic rc.st ot the 
world the pioporiion is above 60 pet cent, 
liven sub-.Saharan Alriea shows the public 
sector share ol toial hcallh spending at 55 
per cent. This is very sigmlicanl, because 
ihe dominance of commume.ible diseases in 
countnos like India implies thal the only 
effective responses ate in let ms ol public 
health action rather than individualised 
reactions. 

f The growing inadei|uaey of the public 
health infrastructure has been very clearly 
rellcctcdmslaci.siic.son morbidity and laiality. 
There has been met eased incidence and 
seventy (in terms ot deaths per ca.se) of 
several intcclious diseases in India since Ihe 
mid-1980s, including malaria, kala .i/.arand 
diarriiocal diseases. 'I'hc most signiticant is 
malana, tor which cases ol cerebral malaria 
have shown an absolute incrca.se, and deaths 
per incidence have more than tripled since 
1990. According to the NuAoiuil Fumily 
Health Survey of l9‘'2-93, 33 out ol every 
100 Indians arc likely to have had malana 
in any three-month period, and this pruiiortion 
IS much higher among the very young and 
among pregnant or laetjliiig women. While 
rural malaria is more widespicad. the more 
malignant cerebral ni.ilaria appears to be 
more concentrated m tribal, urban .and 
industrial belts. The growing number of 
deaths from this disease leliccl.s not only the 
tncrca.scdresistance of new strainsof malaria 
parasites to the available drugs, but also the 


inadequate control over mosquito 
proliferation through more sanitary 
conditions. Despite this, the share of 
expenditure on malaria control in total plan 
outlay for health declined from 28 per cent 
in 1990-91 to 18 per cent in 1995-96. 
Similarly, the incidence ofkala azar increased 
five-fold between 1985 and 1991, and 
reported deaths from this disease went up 
from only 44 in 1985 to 859 in 1991. The 
incidence of tuberculosis has al.so increased 
- the number of new TB cases detected per 
1.000 population went up from 1. 13 in 1981 
to 1.80 in 1991 and IS likely to have increased 
even more subsequently, to the extent that 
the national tuberculosis programme is 
generally adjudged to be u failure. 

The failurcof Indian public health systems 
IS most stark in Ihc case of small children. 
According to Ihc National Family Health 
Surveys, Ihe decline in the infant mortality 
rale hits been slowci in the [icriod 1990-93 
than in the earlier three-year period. In fact 
in the siibscqueni three years, the infant 
mortality rateiscstim.ucd to have not declined 
at till, which is unprecedented in the post- 
indepcndcncc period The two major causes 
ol death among intants and children under 
5 years of age arc acute respiratory infection 
and diarrhoea. The lirsl is most dominant 
in urban areas. Ihc second in niial areas, both 
rcllcct an unhealthy environment which can 
be rectified by sysicmatic public community 
health programmes 

The education .sector also reflects the 
withdrawal ol the Indian state from the 
fulfilment of what arc seen as basic 
responsibilities elsewhere in Asia. The adull 
literacy rates tire among the lowest in Asia, 
and the provisnui ol primary education 
facilities has been puinlully slow. Despite 
this, not only haveoull.'iys on education been 
very low compared lo cast and south-east 
Asia, but these outlays have declined as a 
share of GDP over the course ol the 
adjustment process, from 3.4 per cent in 
1989-90 to 2.8 per cent in 1995-96. The 
recent tendency h.is been for a very slight 
incrca.se in the share ot primary education, 
even while .secondary education is further 
cut. Once again, ihts is contrary to the cast 
Asian model, where both have been at high 
and increasing levels Public construction of 
rna.ss housing has also been quite limited in 
ihe Indian context, and the period of 'reform' 
has actually witnessed the sub.stantial 
deterioration of urban infrastructure. 

Trade Policy and Exchange Rates 

The balance til payments cri.si.s of 1990-91 
in India provided the immediate backdrop 
tor the stabilisaiiun-cum-adjustmcnt 
measures being discussed here. It is worth 
remembering that that crisis was primarily 
financial in nature, and did nut result from 
shocks to the real economy. Rather, the prior 


over-dependence on relatively short-term 
commercial borrowings combined with an 
oil price rise and adverse exchange rttte 
expectations to create speculative pressure 
on the rupee and reduce the foreign exchange 
reserves held by Ihc government. The 
immediate response, in July 1991, wa.s a 20 
per cent nominal devaluation of the rupee, 
along with a series of measures designed 
first ot all to rc.store some degree of viability 
to the balance of paynient.s. Hic thrust was 
on domestic stabilisation (through reduction 
in government deficit in the short term) and 
a thrusi for export promotion. While export 
subsidies (such an impoiiant element in the 
cast Asian succc-ss) were removed, there wa.v 
some attempt at explicit import-export 
balancing by linking access to imports with 
export performance. However, that policy 
was relaxed in 1993-94, and Ihe basic thrast 
with regard lo the external sector was 
redefined in terms of progressive import 
liberalisation and agrcatcrrclianccun various 
kinds of capital imports to bridge the 
payments gap. 

The import liberalisation measures have 
included Ihe removal of quantitative 
re.striclions for a range of imports, the shift 
to tariffication and the subsequent reduction 
of nominal tariffs, and dccanalisiition of some 
previously canali.sed imports. Whileexplicit 
promotion measures have largely been 
abolished, some restrictions on exports, 
particularly on agricultural goods, have been 
relaxed. These have meant a very substantial 
incrca.se in imports, especially in capital 
goods, components and parts for consumer 
durable goods, for which final gmid imports 
are still restricted. I'hc combination of such 
import liberalisationandconrinuing demand 
emanating from Ihc large overall Hscal 
deficits, and more recently financial 
liberalisation mea-suros which have increased 
acce.ss to consumer credit, have involved a 
con.sumcrhoom inceituin sectors of industry 
as evidenced in the high rates ol growth of 
manufacturing output in the recent past The 
effect on imports is clear from Table 7, 
which indicates thal after the initial import 
compression in 1991 -92, imports have grown 
very rapidly in dollar terms in subsequent 
years. However, that spurt in consumer 


'I'ablf 7: India - Exports, Imports ani> Trade 
Balance 


Year 

Ex purls 
(Per Cent 
Change) 

Imports Trade 
(Per Cent Balance 
Chuigc) (U.S $ bn) 

1991-92 

-1 2 

-24.6 

-2.8 

1992-9.3 

3.5 

10 3 

-A.yi 

1993-94 

3.3 

7.8 

-2.39 

1994-95 

20.2 

27.1 

-4.98 

1995-96 

184 

30 I 

-8.94 

1996-97 

4 

6 

-5,4 

Snunf GOI Eeonitmit 

• Survey, 1996-97 and 
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demand may be approaching satiation, as the 
very latest figures indicate that imports have 
once again decelerated, and this confirms 
other evidence of current recessionary 
tendencies in industry. Export growth took 
some to recover after the initial collapse in 
1991-92. There has been very buoyant export 
growth in two years - 1994-95 and 1995-96, 
but even in those years import growth was 
more rapid. In the past year, as for other 
Asian economies, export growth has 
decelerated. 

It is worth considering the nature and 
effects of the trade policy effects in a little 
more detail. These effectively date from the 
mid-1980s, when the government embarked 
on a senes of measures dsigncd to reduce 
import re.striction.s and liberalise trade. The 
imports of final consumer gcxxls continued 
to be banned, but the imports of capital 
goods and intermediates required for the 
production of (in particular) luxury 
consumption items and various durable 
consumer goods was progressively 
liberalised, first quota controls and 
quantitative restrictions were replaced by 
import tariffs, and subsequently the tariff 
rates have been continuously lowered. 

Asarcsult.thedecade since 1985 wiincs.sed 
a biMim in demand for certain types of 
consuincrgoods.suchasautoinobiles, 'white 
goods' such as refrigerators and washing 
machines, and consumer electronics such as 
television sets and music systems. Most of 
this protluction was inthe naturcof assembly 
of imported parts, and was very heavily 
import-intensive both in terms of the 
components and the machines used in the 
production prtKCss. The growth of CKD 
('completely knocked down') production 
based on imported inputs which csscnti.ally 
involved the domestic contribution being 
limited to ‘screwdriver' as.scmbly reduced 
the role of domestic entrepreneurship and 
limited the chances of any development ot 
domestic Icchnological capability in these 
areas. Al.so. as a result, the overall import- 
intensity of the new manufacturing has 
increased substantially. Further, since the 
imports of the final products were banned 
even while the import diiiics on components 
were progressively lowered, this amounted 
to very high domestic protection fur such 
luxury gtHnis manufacturing, and directed 
investment into these suddenly highly 
profitable areas. The import dependence of 
the niurcdynamic elements of manufacturing 
has grown in the I WOs as domestic produc-ers 
of manutactuial goods ady increasingly on 
assembly of imported inputs rather than 
creation of higher value added goods and 
cntcrintocollaborations bused on exploiting 
multinational brand names in fairly standard 
consumer products. The growth pattern is 
one which is b;i.<ed on the maikei cieated 
by the tipper one-ihird of the popuLtiion, 


which has not only disiiibutive and welfare 
implications but also means that the market 
remains much more narrow than its potential 
given the size of the population. This affects 
the productive structure, as static and dynamic 
economies of scale cannot be truly exploited 
within the economy. And this in turn means 
that achieving viableexport competitiveness 
in these areas of production bwomes that 
much more difficult. In addition, the emphasis 
on agricultural exports has meant that over 
the course of the past few years there has 
already been a slight shift in the composition 
of exports towards primary products 
generally, implying lower value addition as 
well as greater su.sceptibiiity to price volatility 
and declining terms of trade. 

This specific trade libcrali.sation pattern 
hits cs.scntially assumed that free trade policies 
promote rather than inhibit further industrial 
diversification. However, this view is 
questionable in thelight of recent experience. 
'The cast Asian combination of import 
protection along with direct and indirect 
subsidies has proved to be much more 
effective in exploiting economics of scale 
and thereby bringing down domestic costs 
of production for potential export items. 

In earlier phases the levels of trade deficit 
witnessed in the pa.st few years would have 
given rise to serious financing problems, but 
the major change in the Indian balance of 
payments in the 1990s has been the access 
to newer types of capital flow, especially 
tho.se ol portfolio capital. There has been 
much di.scussion of the role played by such 
capital inflows in allowing continuous 
current account deficits. However, as Table 
7 indicates, in terms of financing the trade 
deficit, a far more significant role has been 
played by net private transfers, which arc 


mostly workers' remittances. By 1995-96 
these amounted to $ 7.5 billion, more than 
fourtimes the FDI flows and more than three 
times the portfolio capital flows in that year. 
The fact that despite these very large inflows, 
the current deficit has remained significant, 
relates to negative net investment incomi^ 
which indicates the growing role of interest 
payments and repatriation of profit income 
after the liberalisation of rules for foreign 
investment. 

The combination of trade liberalisation 
with financial sector reforms has created 
other ways in which the balance of payments 
remains vulnerable and has become 
increasingly fragile in the very recent past. 
These relate to the nature of capital flows, 
which are di.scussed below. 

Fokuun Investment 

A major plank of this broad adjustment 
strategy has been the explicit anticipation ol 
foreign capital inflowsthat will helpiosu.siain 
current account deficits and add to the 
domestic investment rate. To this end th^ 
government has substantially liberalised ihr ' 
rules governing various types of capital 
inflow, including foreign direct investment 
(FDI) and portfolio investments. A range ol 
concessions and incentives for FDI in 
particular sectors have also been offered. 

In terms of external commercial debt, the 
government since 1991 has reduced reliance 
on such Hows but has nonetheless succeeded 
in .substantially adding to India's external 
debt, which now stands at nearly S l(X) 
billion. While the external debt is slated to 
decline in the current year, this decline is 
strongly related to the appreciation of the 
dollar in late 1995 and the fact that the 
government has allowed external reserves to 

t/n US $ hnl 


Table K India - Balance or 1 ‘avmlnis 




1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

Esporls 

l«.S 

18.3 

18.9 

22.7 

26 9 

.32.5 

Imports 

27.9 

21.1 

23.2 

2.*).l 

31 8 

41.4 

Ilf which 

POL 

6.1 

.S4 

6.1 

5.8 

5.9 

7.5 

Trade balance 

-9.4 

-2.8 

-4.4 

-2.4 

-5 

-8,9 

Net iiO'isiblcs 

-0.2 

1.6 

08 

1.2 

2.3 

3.5 

of which ■ 

Invisible income 

-LK 

-3.8 

-3.4 

-3.2 

-3.9 

-4.5 

Private transfers 

2.1 

3.8 

2.8 

3 6 

6.2 

7.5 

Cuirent account balance 

-9.7 

-1.2 

-3 S 

-1.2 

-2.6 

-5.4 

Net external assistance 

"2.2 

3 

1.9 

1.9 

1.4 

0.8 

Net com borrowing 

2..^ 

1 5 

1.9 

1.9 

1 4 

0.8 

Net IMF 

1.2 

08 

1.3 

0.2 

-l.l 

-1.7 

Net NKi deposits 

I..S 

0.3 

2 

1.2 

0.8 

0.9 

Kii|K'e debt service 

-1 2 

-1.2 

-0.9 

-1.1 

-1 

-1 

Foreign investment 

0 1 

0.1 

0.6 

4.2 

4.9 

4.1 

III whu h • 

FDI 

0 09 

0.1 

0.3 

0.6 

1.3 

1 9 

Fits 

0 

0 

0 

1.7 

1.5 

2 

Euro Equities 

0 

0 

0.2 

2 

2.1 

02 

Other (lows 

2..1 

0 3 

-0.2 

2.9 

1.6 

-1.2 

Net capital account 

8.4 

4.7 

4.2 

10 

76 

2.5 

Change in reserves 

-1..^ 

3 6 

0.7 

8.9 

49 

-2.9 
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fall by more than $ 3.5 billion already in this 
financial year. While a decline in external 
debt is both necessary and welcome, what 
is critical is the context in which such a 
decline occurs, and whether it is associated 
with greater stability and security in the 
* overall balance of payments. In actual fact, 
this is not the case, since the major inflow 
on capital account in the past few years has 
been in the form of portfolio capital 
investment, rather than long-term foreign 
direct investment. 

Since 1993, such portfolio capital flows 
(which are in Table 8 as Foreign Capital; 
His and Euro Equities) have been critical 
in restoring the semblance of balance to 
external payments, 'fhey have also had other 
economic effects. Since 1994 these Hows 
and the associated build up of reserves have 
meant an i ncrea.se in I i qui di ly i n the economy. 
In late 199S and again in 1996, theieduction 
in net inflows conirihuicd to .s|)eciilativc 
pressures on the rupee. In the current year, 
these inflows have led a slight revival in the 
^sagging stock exchanges of the country. 
However, the point about such portfolio 
capital is that, while it comes under the 
category ol foreigndireciin vestment, itdoes 
not have a real long-teiin .stake in the 
enterprise or invcstnicni concerned, and can 
move to wherever it feels tliat the returns 
will be greater. lissentially these are not 
investments in the expansion of piodiictivc 
capacity, but financial Hows into the 
secondary capital inutkci. aimed at earning 
quick and high icluriis througli capital gains. 
They are ncithci ‘pioduciivc’ in any ical 
sense nor stable in lernis ot the balance of 
payments. Rather, they are fundamentally 
footloose, and can move out of the country 
quickly if the returns from such llnaneial 
I'nvestmcnt do not maich expectalions. In 
Mact, they can move out even earliei, as a 
result of ’unplen.sani' news such as ptit licular 
political dcvcloptncnts or simply the 
anticipation of instability. or even in response 
to circumstaiiees elsewhere in the world. 
And when they do move out. they can create 
major balance of payments crises even if 
everything else remains ihc same as before. 

As evident from Table 8, foreign direct 
investment has remained at relatively low 
levels compared toeisewhcrc in Asia, despite 
the range of incentives piovidcd. Foreign 
investment approvals have been much more 
substantial, but the .telual investments are a 
small fraction of the approvals. Much of the 
recent inflow involves the entry of 
nfullinatiunal firms primarily into the 
assembly production ol luxury consumer 
goods, in order to take advantage of the 
current high rales of protection in these 
sectors. Sometimes this has simply involved 
' the takeover of existing domestic firms with 
assured market shares by multinationals with 
esiablnshedbrand names. Elsewhere, existing 


PERA companies have seen the mullinaiiunal 
parent Arms increase their equity shares up 
to the newly increased limits while new 
investments have mainly been confined 
luxury consumer durables and non-durables 
such as toiletries and cosmetics. All this has 
consequently entailed a very substantial 
outflow of foreign cxch.inge, not only because 
of the increased imports involved in such 
production, but also because the limits on 
profit repatriation by foreign investors have 
been lifted, and foreign companies are now 
free to send back all of the profits made in 
these protected domestic .sectors. 

The government has proved to be unable 
to direct these invesimenis according to social 
priorities, in the manner of the cast Asian 
countries. The c.asy and high profits to be 
m.idc in ihc domestic luxury consumption 
goixls .sectors have made both foreign and 
domestic firms more reluetant (u engage in 
more desirable i nvestmenis with higher social 
relunis ore ven U) engage moi e systemtilical ly 
in highcr-nsk export prodiieiion barring in 
a lew sectors. As a result, the government 
has resorted to ptoviding expensive 
guarantees for private profits in critical sectors 
such as power generation, and offciing 
potentially very lucrutive leases in mining 
and rc.sourcc cxirauum. 

Cki i>it ano Finance; 

The financial .sa tor liberalisation mca.surcs 
adopted thus far have already had significant 
itiiplicalions for the real economy. They 
have led to the reduction in pnority sector 
Icnding.including to agnculturcand to small- 
scale indus'ries The reduction of the 
Statutory Liquidity Ratio facing banks has 
reduced the access ol the government to 
relatively cheaper credit, and this combined 
with the limit on the monetised deficit has 
forced government deficits to be largely 
financed by high iiiteicsi loans. Subsequently, 
the liberalisation ot interest rates has led to 
stiff coinpciitiun between commercial banks, 
Unancial institutions and non-bank financial 
companies formobilisiiigthc relatively scarce 
savings in the economy, in addition, the 
many fiscal incentives oflered to secuniics 
in vc.stmcius in the stock market have di verted 
.savings to this channei, and banks have been 
forced to offer more attractive terms to 
depositors. All this has pushed up deposit 
rates, which also obviously atfect lending 
rates. The push for profits - among both 
private and public sector banks - has in turn 
meant that banks have sought to concentrate 
lending in the most piofiiable high-margin 
sectors, .such as consumer credit. The regime 
of consequent regime of high interest rates 
has advserse effects on domc.stic economic 
activity, but it has .ilso become necessary 
given the balance of payments requirement 
of attracting and maintaining the interest of 
short-term capital. 


This has led to a complex situation in the 
financial sector, whereby there has been a 
contract ion in bank ci ed 1 1 to non-go vcmmcnl 
commercial and prcxiuciivc en(erpri.ses in 
the recent past, as a result of both demand 
and supply factors. On the supply side, banks 
have been charging very high rales of interest 
for commei cial lotuis. Tliey have also tended 
to prefer relatively sale - and high-return - 
government securit ics to private loans, along 
with newer high-niargin ureas such as 
consumer finance, to lending to sections of 
industry and conitncrce which were 
traditionally dependent upon bunk financing. 
1'he rise of the capital market has also meant 
a shift in the pattern ot pro|ect financing; 
the share of loans in such finance fell from 
63 per cent in Ihc pre-reform period (I987- 
9I) to only 45 |)er cent in the ad)uslment 
period (I99I-95) IIDBI I997|. On the 
demand side, .sections of industry have been 
pul off bank credit by ilic high interest rales 
or simple squeezed out ot (he credit market. 
The worst affected in this regard are small- 
scale borrowers m industry and .services, and 
ol cuur.se. credit to agriculture. The icduciiuii 
in importance given to directed credit is in 
sharp dislinclion to the policies lollowed in 
cast Asia, where sccior-.s|)ccil'ic directed 
finance and refinance, and rediscount 
facilities fui agiieulturulisls and other small 
boi rowers were sigriificani 

Htcsc financial reiViriiis have had diiect 
effecis on govcminent fiscal patterns. To 
begin with, fiscal policy h.is generally Isecn 
expansionary, even though (as discus.scd 
above) capital expciuliliirc has declined in 
importance. This h.is been assucialcd with 
Ihc tight nionclary policy and high interest 
rates mentioned earlier. .Since the late 19K0.s, 
govemmeni hotrowiiig lioin theceniral bunk 
lo litiance its dciicils has been piogrc.s.sivciy 
converted into borrowing at market rules of 
interest. This has been esixicially so since 
199.3-94,1 lom when around halt of Ihcovcralt 
fiscal deficit has been financed by market 
borrowings. All this has incani steadily 
increasing debt .servicing costs ot the central 
government, lothcexient that in the previous 
year, the inicrcst puyinenis alone amounted 
lo46 percent ol government revenue receipts, 
and total debt servicing lu 99 per cunt of 
revenues. This increased hiirdcnofsfwnding, 
which is largely the icstill ol iiionelaiy and 
linancial policy changes, .severely restricts 
the government's ability to spend more for 
example on social and economic 
inlra.structiirc 

Laboi'k. liMin.oYMbNi, Waoi.s 

Une of the major f aiiuresol the adjustment 
strategy in India has been the inadequate 
generation ol employment. As noted above, 
(be cast and stmlh-casl Asian economics 
(barring the Philippines) were able toengage 
in structural adjustment without decelerating 
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*^plf>ymcnt generation, largely because of 
continued public investments and active 
jttibour market interventions. By contrast, the 
Indian exficrience thus tar indicatc.s that the 
rateol employment generation is below both 
the rate of growth ot output and the increase 
jm the labour force. In the four year period 
.i991-9.S, total organiscd.scctor employment 
increased by a paltry 2.0 per cent overall, 
.ttven as industrial oiiiput ha.s moie than 
''|k>iibled. 

• The IriKOs were ch.iractcriscd by a 
relatively slow expansion ol employment, 
but also by ri.sing real wages and a fairly 
nubstantial drop in both the iiicidcnce and 
■ Ihc seventy ol poverty, pariu ularly in rural 
India. It has been argued |.Scn and (ihosh 
;I99.I I that thiscan he related at least puitiully 
4t) Ihc rapid niercusc 111 vai ions subsidies and 
%anslcrs Irom governiiiem to houseliolds, 
the large ineicase in levenuc (lathei th.in 
JbapitaDcxpendituie. on agriculture by central 
tind sl.ate goveinuic-iit',. and u verv laigc 
'Increase in rural development expenditure 
Thus, while there were some linkage etiecis 
With modern indusliy and comincue in ihe 
rural ureas.thcse wcregcogiaphieally limited, 
and the pivotal lole in the exp.insion ol rurul 
Iton-agticultuial employineni in pariicular, 
fnay have been played by govei nment i n th's 
period. 

However, since 19‘M goveininciit 

t onoimc stiaiegy has iinjilicd tiniher 
iuctions ill ihe employniciii generalKin 
Capacity ol the iirganiscd seeloi as well .e. 


.|Kivcr.sclv alleeled riii.il iinn-ugriculiiirul 
iCmployinenI. I'his is because ol the lollowing 
i|>oiieies: actual dei lines in eovernuicnt 
^cndmgnn anal development iiillieeenti..l 
budgets. .IS well as deelinev m the leildisei 
fUb sidy; redueeil eeniral govtnimeni 
'iran.st'cis to state govemmems wbieh have 
thereby been I >uedioeia baek on then own 
spending, dimmislii'.l i. a! expeiKlituie on 
rural employment and .mti poverty seliemes. 
dcciiiics 111 public mliasiius lural and energy 
invcsliiienis which atlci-i the rural areas, 
reduced spread and use iii prices ol the 
public distribution system lot tood. i. uts in 
social expenditure such .is on education, 
health and saiiitaiion,lm.ink.iul liberalisation 
Oieasurcs wlneli b.ive elleetisely lednci'd 
Ihe availability ol anal eiedit. 

As a result, iheie has been an absolute 
deetincin anal non agiKUliui.ilemploymeiil 
since 1991. This has been .ueoinpaiiied by 
a l.arge lelalae sliili low.uds agi'KUtlur.il 
Work, paitieiilarh by women, .md since the 
rate o! gruwM’. oi agm'ilimal oulpiil ha.s 
Slowed down aller the rel'oans, anil Ihcie 
'Jjavc been ineie.ises m uii.il poveay, this 
Spears tube evidence ol adisiiesssliiti into 
agiieullurc giscii Ilic l.wk of alieriiativo 
Iriiomc oppiiiiiiniiics a ihosh 199()| What 
'A probably most sigmiu-.mi is the leversal, 
\lnce the iimikeii.st leioaii' ol the l99()s, of 


a long run tendency towards the decline of 
poverty. This proce.ss, which is indicated in 
Table 2. has been particularly i.s marked tor 
the rural areas I Sen 1996]. Agricultural output 
data and the NSS ligurcs on agricultural 
employment shows that per worker 
agricultural output fell sigmficantly in the 
posi-relorm period. This developmeni, too, 
contirms that the jKist-rcforin increase in 
agricultural employment look place not in 
the context ol greater rural prosperity but 
retlecicd greater adversity. 

In uitiaii areas, there has been a trend 
increase in casual employment and a trend 
decline in regular employment tor both men 
and women. I'oi men, the ineieuse in casual 
einph.ymeiii has largely been at the cost ot 
legular eniploymeiu; and this trend appears 
tohavei onlintied into the piis'-icrorm peiiod, 
although again with .some icveisal in 1991- 
94. [•or women, on the oihei hand, both 
casual and regular work appears to have 
inerca.scd after the reforms In part, this is 
relleclivcofthe ‘teniimsatum' process wlieie. 
a huger share, ol new iiihan jobs go to young 
female employees But it rellccts also a sharp 
decline in Icrnalc sell employment 
iiiimediaiely during Ihc adjustmenl process. 
Ileie.faeioissniiilai to tho.se goveimng rural 
iion agritnlitiral employment appeal lohave 
pl.ived a pari in reducing labour dem.uid 
lioni .such small enteiprises wheie women 
.ire sell-employed. 

In tmai aieas. on Ihe olhei hand, u trend 
ol dceliiimg sell-employment l'r>rbiiih iiiale.s 
anil lemales appears to have been leveiscd 
with die lelortns This is iluc eiiiiiciv loan 
ineie.iie m agricuiluial sell-employnieni, 
retleeling ilie siiift awav Irom noii- 
agiu ulturc. and is also, in large part, caused 
by tl.c distress induced iiierease m feinale 
unpaid t.inuly woik noted eadiei t’eguhir 
empiovmeiii has coniiiiued to decline and 
casiialisaiion of wage eniploymeni has 
contnuied to iiiciease Iheie nas been a 
paiiietil.irlv shaip iiicicasc ill Icm.ile casual 
einpUiymeirt lollowiiig the lelorms, 
loniirmiiig the distress nature ol ruial 
empUiyniciit dcvclopnieiits Agricuiluial 
wages have declined slightly in real lemis 
over the l99tK in most states {l.t'Unwiir 
Siirn". 19‘i6-‘i7) and this is likely to have 
led to gicatei l.ills iii ical wage ineoin.'s 
gi vei 11 he deel me 111 ov ei all w age employ meiit 
ill till ruul aieus. 

The l■lJulnpaltclnot feiiiinisationol woik 
(lifters Irom that luund in the second tier 
.\ll'.s ol .South-ea.st Asia in scwial veiy 
iniportaiil ways. I'liiis. this giowth in teni.ilc 
employment relative to that ot males is 
marked ei|ually in agriculiuie and industry, 
and IS much shar^iei for subsidiary workers, 
and no' so loi principal workeis. Second. 
It IS occurring in the context of overall 
stagnation in non agrieultutal cniployment, 
ra'hci than the tremendous boom tn 


manufacturing cinployment found in the 
second-tier .South-east Asian NICs. Third, 
much of this increase in female employment, 
especially in agriculture and other forms uf 
seif-employmcni, appears to be the result ot 
distress conditions determining the supply 
of labour, rather than intensification ^ 
demand as in the high-growth south-east 
Asian countries. What is common is the 
growing casuaiisalion of female labour m 
particular, and the clear indication that the 
growing use of women in the workforce has 
been associated with the greater imsecuiiiy 
of labour contracts and the generally infenur 
conditions and pay involved in employing 
women rather than men. 

One very important dif ference in India as 
compared to the cast Asian adjustment 
experience, is tiie decline tn food .sceuriiv 
which has been ex (icricnccd by most workers 
Tile Indian strategy has been characterised 
by iiiteinpts to cut con.sumcr subsidy on 
toodgrain supply through the public 
distribution sy.sicm This subsidy was already 
very low by east Asian standards' it has be 
shown that in most Indian stales the val 
ot the income subsidy via the PDS was Ic 
than one or two person days of employnicn: 
[ler I'aifiily per monili [Altemaln'c Hetmonw 
Survey, 1996-971. Between 1991 and 199.“' 
the P1>S issue prices of footigruins weic 
incicased by IS per cent Not surprisingly 
tins has tod to a substantial reduction in 
iniicliases 1 rom the PDS as the pixifc.st gruupi 
were elleclivcly priced out. Total offtake 
tioin the PDS is cslimuied to have declined 
Iron* 19 7 millionionne,s in 1991-92 toonh 
It).6 million tonnes in l'795-96 [Ecoiioimi 
Siiivry 1996-97] This led to a paradoxical 
smialion whereby thcie was an inv ilunt.'iil 
build up of laigc public looUgraiii stocks 
so ihi’l the carrying costs of these stocks 
amounted to nearly 4(> fK‘i ceiil of the lotR 
(ood subsidy expeiulitinc, even as poorei 
groups wcicdepiisedof ,iccess. The decline 
111 wage goods availability is a common 
featuic of standard market-oriented 
adjustment programiiies.aiidtheIndianca.se 
shows this very clearly. 

I'j.m r, 9 Kati s ii). EMPuivMtsT Growth (Usual 
.Si.vii s) 


Rural 

Agriculture 

19H7-91 

199(g9a 

Principal workers 

1.9 

2.4 

All workers 
Non-agriculture 

O.I 

4.5 

Principal workers 

5.7 

-1.9 

All workers 

Urban 

5 

-0.9 

Principal workers 
Total 

4.1 

3.1 

All workers 

1 1 

3.2 


Soun e: NSS Surveys, in Sarvekshana, various 
issues. 


^1130 


Economic and Political Weekly May 17-24, 1997 

. A? 



State and Private Sector 

One of the continuing features of Indian 
political economy in the post-independence 
period has been the evident inability of the 
^ Indian state tocontrol the activities of private 

* agents in such a tvay as to ensure efficient 
economic functioning. Earlier, this had 
expressed itself m distortions of the control 
regime in the form of misappropriation and 
misuse of licences for capacity creation, 
imports and the like, in the allocution of 
private investment re.sources in ways that 
created a mismatch between public and 
private investments, in the inability ol the 
government to riase lesources for necessary 
productive investment, in the need for 
placatory social expenditures such us 
subsidies which have favoiiiedccrtain lobbies 
and employment generation for the middle 
classes, and in similar ways. In the new, 
post-adjustment ‘liliciulised' environment, 
the inability of the state to control or direct 
private activities in socially desirable ways 

^ has become even more marked. Further, the 
withdrawal of government in termsof selling 
portions of public assets and the greater 
openness of the regime m terms of capital 
flows, have added to the loss of control and 
direction. 

The Indian slate now has the difficult ta.sk 
of attempting to placate both domestic and 
foreign investors iluough a langc of fiscal 
incentives and mcicased liberality in terms 
of entry and market access. This in turn 
means the continuous giving up of its own 
powers of resource iiiobilisaiion. However, 
even such ineeiUivcs ti>i piivaic investment 
arc unlikely to be siil I icienl u i create .sustained 
high growth, unless tlicie is simultaneously 
continuous iinpruvcinciii in physical and 
^social infrusiructuie piovision, which .still 
'remains the lundainental responsibility of 
the slate. The inability ot the Indian slate to 
come to terms wiili ihis basic contradiction 
may partly explain w li> ‘ he Indian adjiislmcnt 
experience compaies st' pooily with that of 
cast and south-east Asia. 
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Foreign IVade and Real Exchange Rate 
Behaviour, 1980-96 

Prabirjh Sarkar 

In the 1980s, India's balance of trade deficit showed a tendency to decline in the face of a more rapid growth 
of exports than imports. The five-year period under NET (1991-96), however, did not accelerate the process. 
Rather there is some indication for its failure on the balance of trade front. Contrary to the claim made in 
certain pro-NEP circles, exports did not pick up, while imports accelerated. Due to its failure to control domestic 
inflation vis-a-vis India's trading partners, the real (effective) exchange rate of the rupee appreciated in .spite 
of substantial depreciation of nominal (effective) exchange rate. 


I 

Introduction 

THEoil price hikes in the 1970.s gave a great 
sht)ck to (he Indian economy. Trade dcticit 
mounted up and crossed the $ 7 billion mark 
by the beginning of the I980.s. But at the 
same time, the balance of invisible trade 
^started showing a ri.sing surplus and touched 
the record figure of $ 5.5 billion (Sarkar 
1996:532-33]. The growing surplus on 
invisible account owed much to the growth 
of net private transfers, mainly remittance 
from the Indian workers employed in the 
petro-dollar rich Citilf countries Because of 
the growing surplus on invisible account, 
India could square her bclancc of payments 
deficit and her foreign exchange (FOREX) 
reserve improved. In the late 1970s. pioper 
utilisation of accumulated FOREX posed 
some problem for the policy-makers. 

It is an irony that by the end of the l9K0s, 
a FOREX crisis started .showing up its head. 
As argued in Sarkar (1996), the root ol the 
crisis lies in the declining How of petro- 
g dollars in the 1980s and the consequent 
'growing delicit in the balance of payments 
on current account in spile of a declining 
balance-of-tradc deficit. By June 1991, 
India’s FOREX crossed the danger murk and 
reached its lowest level. 

In the face of this FOREX crisis, India 
approached IMF for help. In accordance 
with the standard IMF/Worid Bank policy 
packages [Sarkar 1991], the Indian currency, 
rupee, was devalued, import controls siart^ 
to diminish, more and more liberal entry to 
foreign capital was granted and so on. Thus, 
the Indian economy has been experiencing 
a new regime marked by tlic New Economic 
Policy (NEP); it is a major departure from 
the post-independence model of state controls 
and ‘mixed economy’. 

With this background in mind, the present 
study examines India's balance of trade and 
real exchange rate behaviour since 1980 
with special reference to the NEP period that 
Slatted around July 1991, Monthly data are 
collected in order to get sufficient 
observations specially for the NEP period. 


In the next section, data source and 
methodology are described along with the 
findings. In .Section III, summary and 
conclusions are presented. 

II 

Data Source and Methodology 

Monthly data on Indian foreign trade and 
real exchange rates are available from Reserve 
Bankol India BulleiinandIMFIntcmaiional 
Financial Statistics, The period of coverage 
ot our .study is January 19K0-May 1996 lor 
which we have been able to avscmble monthly 
data 

In order to study the trend-behaviour of 
all scries a log-linear (rend equation has been 
fitted. 

log Y, ^ a + b.t + u, (I) 

where Y, is the time series under study, a 
i.s the intercept, b is the slope, t is the time 
variable taken as natural numbers' I, 2, 3, 
etc, and u, is the error term. 

The estimate of the parameter, b, of 
equation (1) gives a mca.surc of the rate of 
growth in the senes under study. 

Initially ihelrcndequationisritted through 
iheOrdinarylasast,Squares (OL,S)techniquc. 
On the basis of OI„S residuals, a 12-onlcr 
Lagranc Multiplier (LM) test is conducted 
to ascertain the appropriate error process and 
the trend equation is re-estimated through 
the Gauss-Newton Iterative technique 
(Pesaran ct al 1991). Only the .statistically 
significant lags in the eiror process arc taken 
into account in the final estimates of the 
parameters of the trend equation. 

In using monthly data, the problem of 
seasonality in the scries may crop up. To 
tackle this problem, monthly seasonal 
dummies are added to the trend equation. 
This proccs' of seasonal corrections docs 
not alter much thee.stimatcsofthc parameters. 
So, to save space, the estimates obtained by 
adding seasonal dummies to the regression 
are not reported. 

In order to examine structural shifts in the 
series under the NEP regime, the penod of 
our study is sliced into two sub-periods - 
pre-NEP period (January 1980-June 1991) 


andNEPpcritidOuly 1991-May l99f)).Two 
separate regressions are considered ■ one for 
the pre-NEP period and the oihci for the 
NEP pcntxl, re.spcctivcly: 

(I) log Y, = a + b.t 

(II) log Y, = a' + b’.t 

These (wo regression equations are 
combined into a multiple regression by 
adding intercept and slope dummies to 
equation (1): 

log Y, = a + b.t + (a' -a)D, 

-I- (h'-b)D, t + u, (2) 

where Y| IS the lime series under study, t 
IS the li UK* variable, a and b arc the parameters 
foi (lie pre-NEP penod, a' and b' are the 
parameters for the NEP permd. H, is the 
intercept dummy which assumes the value 
one during (he NEP period and zero dunng 
the pre-NEP period and D,.t is the slope 
du mmy which I s not hing but the time variable 
during the NEP period and zero otherwise. 

If the coefficient of, say, slope dummy, 
(b'-b),isstatistically .significant and po.sitive, 
it can be concluded that the regression 
equation lorthe NEP period isdifferent from 
that of the pre-NEP pcriiKl and (hat the rate 
of growth in the series is higher during the 
NEP period (tis h' > b). 

We have aho examined the slationarity of 
all the series by using the Dicky-Fullcr and 
Augmented Dicky-Fullcrtests. It isobserved 
that the export and import .scries are trend 
Stationary. But the exchange rale senes fail 
to .satisfy the tests. However, the procedure 
of tackling the problem ol autocorrclatcd 
residuals takes care of the problem of non- 
siationarily; the graph of the transformed 
residuals shows a clear case of stationary in 
each case. 

TatNi) Bchaviuijh of India’s Foreion 
Trade, 1980-96 

First consider the dollar values of India's 
exports (XDL). The scries exhibited a 
trend rate of growth of 0.94 per cent per 
month over the period of our study, January 
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l9fU)-May 1996: 

log XDL, « 6.02 + 0.0094t + u, 

(105.55) (20.40) (.1) 

where 

u, = 0.48u,., + 0.17u,„ + e, 

(7,54) (2.64) 

e, is the white noise error process. Adjusted 
R Square = 0.95. Durbin-Watson Stat s 2.14 
and F(3.175) = 1137.7. (t-ratios in 
parentheses) 

The trend rate of growth of the dollar 
values of imparts (MDL) is estimated to be 
0.58 per cent per month during the same 
period: 

log MDL, = 6.74 + 0.0058t + u, (4) 
(99.75) (10.43) 

where 

u, » 0.38u,, + 0.29u, „) + e, 

(5.82) (4.32) 

Adjusted R Square - O.KS, Durbin-Watson 
Stat = 1.96 and F(3.I79) = 337,75. (t-iatios 
in parenthc.ses) 

In view of a lower rale of growth of 
import.s, the percentage of dollar import 
bill that is paid lor by export proceeds 
(=XDL X lOO/MDL), XM,. rose at the 
statistically signincantratc,0.35 per cent per 
month; 

log XM, = 3.90 + 0.0035t + u, (5) 
(111.89) (11.77) 

where 

u, = + f, 

(5.65) 

Adjusted R Square = 0.69. Durbin-Wal.son 
Stat = 1.99 and F(2.183) = 202.13. (t-ratios 
in parentheses) 

There is also some evidence of decline in 
the deficit in India’s balance of trade in 
dollar icmis. BTDL,. That is to say. the 
balance of trade series exhibited a trend- 
improvement at the rate of 0.21 per cent per 
month (in view of negative values, the log- 
linear trend is fitted by adding an arbitrary 
figure. 1200. to each value of the scries so 
that it becomes positive): 

log BTDL, = 6.46 + 0.002It + u, (6) 
(100.44) (3.77) 

where 

u, = 0.48u,, + e, 

(5.53) 

Adjusted R Square = 0.23; Durbin-Watson 
Stat = 2.02 and F(2.I83) = 34.54. (t-ratios 
in parentheses) 

Trend Behaviour of Fori:ign Trade 
UNDER NEP. 1991-96 

The question is whether there was any 
change in the trend behaviour of India's 
exports and imports under the NEP regime 
-whether the dollar values ofindia'sexports 


and imports faced an acceleration or 
deceleration under a liberal regime. 

Fitting Eq(2)tothe dollar valucsof India’s 
exports (XDL). the following estimates are 
obtained: 

log XDL, = 6.04 + 0.0092t - 0.48D, 
(90.99) (12.34) (-1.47) 

+ 0.0029D,.t + u, (7) 
(1.39) 

where 

u, = 0.46U,., + 0.l7u,.„ + E, 

(7.01) (2.55) 

Adjusted R Square = 0.95; Durbin-Watson 
Stat = 2.12 and F(5.173) = 683.37. (l-ratios 
in parenthc.ses) 

'The estimates reported above show that 
none of the coefficients of the dummies is 
statistically significant. That means the trend- 
growth path of the dollar values of India’s 
exports is nothing but the continuation of 
that of the pre-NEP period (intercept and 
slope parameters of the regression of the 
NEP period are not different from those of 
the pre-NEP period). That is to say. the 
growth of India’s exports (in dollar terms) 
did not accelerate during the NEP period 
(July IOC .-May 1996). 

For the dollar value of India’s imports 
(MDL), the followingestimates are obtained 
by fitting equation (2): 

log MDL, = 6.79 + 0.0052t - I.I2D, 
(110.69) (7..30) (-3.17) 

1 - 0.0068D,.t + u, (8) 

(3.05) 

where 

u, = 0.33u,_, + 0.24u,^ + C, 

(4.91) (3.50) 


Adjusted R Square = 0.8S; Durbin-Watson 
Stat = 1.93 and F(5.177) = 211.77. (t-ratios 
in parentheses) 

The c(K:fricicnts of intercept and slope 
dummies reported above are found to be 
statistically significant; it indicates a 
structural change in the trend-growth path. 
Since the coefficient of slope dummy is 
positive, it can be concluded that the rate of 
growth in the dollar value of India’s imports 
(MDL) during the NEP regime (July 1991- 
May 1996) is higher than that experienced 
by the pre-NEP period since January 1980. 
In other words, India’s imports (in dollar 
terms) showed an accelerati^ growth under 
NEP. 

In an earlier study (Sarkar 1996] covering 
a shorter period, January 1980-March 1995, 
there was a weak evidence of acceleration 
in the growth of imports. The present study 
finds a strong evidence of acceleration as the 
data for the more recent period, April 1995- 
May 1996, are included. It then seems that 
the tendency for imports to pick up becomes 
clear with the full bloom of the NEP regime. 

In view of an accelerated growth in the 
dollar valuesof imports, the series on export- 
import ratio showed some evidence of 
decelerated growth under NEP (the 
coefficient of slope dummy is negative and 
signi (leant): 

log XM, = 3.89 + 0.00361 
(89.79) (7.28) 

+ 0.60D, - 0.0035D,.t (9) 

(2.42) (-2.31) 

where 

u, * 0.32u,., - 0.13u,.„ + 0.13 u,., 2 + c, 
(4.50) (-1.86) (1.86) 


figure I: Inha’s Effectivb Exchange Rates, Januarv 1980-May 1996 
(1985 = 100) 
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Fiouiie 2; India's Effective Excmance Rates. January I9g0-MAV 1996 
(1985 = 100) 
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Adju.stc(l R Square = 0.68; Durbin-Watson 
Slat = 1.07 and F(6,168) = 6.3.47. ((-ratios 
in parentheses) 

This deceleration in the growth o( export/ 
import ratio docs not necessarily imply an 
accelerated growth in the balance ol trade 
deFicit. In fact, the balance ol trade sciics 
(BTDL) showed no sign of structural change 
under NliH. 

log BTDL, = 6.,54 + 0.00651 
(5(>.8‘/) (0.51) 

+ 0.920, - 0.0043D,.t + u, (10) 
(1.65) (-1.21) 

where 

iilj u, = 0.33u , + ().l6u, ,j + E, 

(4.57) (227) 

Adjusted R Square = 0.28; Durbin-Watson 
Slat = 2.00 and F(.5.i69) = 14.22. (t-ratios 
in parentheses) 

Exchange RAms oi- Indian Rupee 
SINCE 1980 

During the fixed exchange rate regime of 
Bretton Woods, the exchange rate of the 
rupee was kept more or less constant. In 
response to a balance of trade cri.sis, there 
was a oncc-for-all devaluation of the rupee 
in June 1966. Since 1971, with the collapse 
of the fixed exchange rate regime of Bretton 
Woods, the rupee started to Boat along with 
the other major currencies. The float of the 
rupee was under the management of the 
Indian monetary authority, the Reserve Rank 
of India (RBI). Under the RBI-managed 
float, the rupee started to depreciate. The 
|i processofdepreciationwasslowinthe 1970s; 
it accentuated in the 1980$. The NEP regime 
started in July 1991 with a big bang - the 



rupee was devalued iwiic. In the name of 
iiitriHluciiig tree mail.ct cxcli.itigc rate of the 
lupce, there wa.s another 20 per cent 
devaluation m M.ircli 1993 

The quc.siioii IS whether the iivimiiial 
exchange rate deprcciaiion/deviiliiaiioii ol 
the rupee led to a 'rear depreciation/ 
dcvalunti<>ri. 

To answer this question, a number ol RBI 
.series on effective exchange rales arc 
analysed. For construction of these series, 
a sample til 36 couninc.s was chosen These 
countries provided a market for (hrce-lillhs 
of India's exports to and imports from the 
rest of the world T ogei llw. nominal elfcetive 
exchange ratc(NliliR).the bilateral exchange 
rates of the rupee the SDK-priccs of 
cuirencicsof India's Hading part tiers divided 
bytbe.SDR-pnccofilicni()Cc-arcaggrcg.itcd 
by using weights 

For weighttng purpose, who sets of 
alternative weights are ii.scd. One set of 
weights is ha.s(^ on the .shares of the 36 
trading partners as market for India’s exports. 
The other set is based on the sharc.s of lhe.se 
countries in India's total trade (exports plus 
imports). Accordingly, two .series of NEF;R 
arc available - export-weighted NliER, 
XNEER and trade-weighted NEER.TNIiHR. 

In Figure I, these senes arc plotted. The 
two scries roughly correspond with each 
other and .show a statistically significant 
monthly rate of decline of 0.7 per cent; 

log XNEER, = 4.98 - 0.()069t + u, (11) 
(59 80) (-10.60) 

where 

u, = 0.95u,., + 0.13u,j, - 0.l3u,.,j + t, 
(34.02) (2.84) (-3.81) 

Adjusted R .Square = 0.99; Durbin-Watson 


Stat = I 86 and F(4.I80)» IS497. (t-niti<M 
in paremhc.ses) 

For calculation of real effective excliangt 
rale, the .SDR-pnee of currency of each of 
36 major trading partners ot India is dcllatetf 
by its consumer price index (which reflect* 
the price Indian cxportcis face in lhaj 
country) and the .SDR-pricc of the mpec is 
dcllaled by India's wholesale price index 
(which rcllccls producers’ cost in India). 
Thus the 'real' .SDR-priccs of the currencies 
are oblamcd. The ratio between the ‘real’ 
.SDR-pnee of currency ol each ol India's 
trading partners and the 'teal' SDK-priceof 
the rupee gives the ‘real’ bilateral exchange 
tatc of the rupee. The real hilalcral rales atg 
aggicg.iicd hy using weights - cxfHirt shares 
or trade shares - as was done in (he ease of 
consHiicting NEERs Accordingly, two 
senes ol real effective cxch.uige rales 
(RF.ER) aic available cxpoil weighted 
REI;R. XRliER and ii.ulc-weightcd REER, 
TRIiliR. 

In Figtiic 2. the two REF.R senes arc 
ploticd. Thc.se two senes also roughly 
coric’s|H)iid will) ctK'h othet and exhibit a 
iiiotuhly late ol decline ol 0.4 |H;r cent; 

log XREF.R, - 4.80 0.(K)40l e u, (12) 
(75 69) (-7.75) 

whfie 

II, = 0.94ii, , e'0.I4u, , - 0 I4o,,, + e, 
(33.18) (3 54) (-4.15) 

Ad)usted k Square - 0.99; ()urhin-Wa(sun ,, 
.Stat = 1.82 and F(4,)80) -■ 5627. (l-ralias 
in paicndieses) 

In view ot accelerated inflation under NEP 
[sec Sarkar I‘)9(>|,the realefledivcext hange 
rate ol the rupee, XREEK. changed its pre- 
NEP (January 1980-Junc 1991) course of 
steady dcprcciulion in spite ol suhsiantial 
devaluation under NEP (July 1991-May 
1996); 

log XRi;i-,R, = 4 80 - 0.(K)4(« 0 77 D, 

(123 97) (-9 45) (-4..58) 

+ ().(K)43D,,( 4 u, (13) 
(3.63) 

where 

II, - I I2u, I - 0.2111, 2 + c, 

(15.68) (-3 08) 

Adjusted R Sqii.irc = 0.99; Durbin-Watson 
Stat = 1.98 and F(5.188) = 6807.3. (i-ratios 
in parentheses' 

The nominal effective exchange rate 
(XNEER), however, eomimied todcprcciate 
without any structural shift under NEP (July 
1991-May 1996). 

log XNEER, = 4.99 - 0.fX)(»4t - 0 45D, 
(38 80) (-5.61) (-1.59) 

+ 0.0i)l8D,.t + u, (14) 
(0.88) 
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where 

u, = 0.99U,., - 0.23U,., + O.I8u,^ 4 e, 
(26.69) (-2.64) (2.37) 

Adjusted R Square s 0.99; Durbin-Watson 
Slat s 1.86 and F(6.I84) 18245. (t-ratios 

in parentheses) 

Eiwts of Exr'HANCF. Rate Movements 
ON Values of Exports ano 1mf(>rts 

To examine the relationship between the 
real exchange rate series and the scries of 
dollar values of exports and imports (Xdl 
and Md I, respectively). a multiple rcgrc.ssion 
equation has been fitted: 

log Y, = a + b.t +c.logXRF,ER, + u, (15) 
where Y, is either Xdl or Mdl. 

In the case of dollar value of exports 
(XDI.,). the estimated equation is: 

log XDL, = 3.73 + 0.0116t 
(2.80) (8.16) 

+ 0.46logXREER, + u, (16) 
( 1 . 68 ) 

where 

u, = 0.47u,., + O.I5u,., + O.I5u,„ + c, 
(7.30) (2.38) (2.25) 

Adju.stcd R Square = 0.96; Ourbin-Wal.son 
Stat = 2.13 and F (5,173) = 6.59.81 (t-ratios 
in parenthc.ses) 

Estimates of the parameters given in 
Euqation (16).show no .stati.stically .signi ficant 
relationship between the real effective 
exchange rate senes and the dollar values 
of India's exports. 

The same result holds good foi imports: 
log MDL, = 4.94 + 0.0074, 

(.3.39) (5.28) 

+ 0..37logXREER, + u, (17) 
( 1 . 22 ) 

whete 

u, = 0.40u,., + 0.30 u,. 4 + e, 

(6.24) (4.59) 

Adjusted R Square = 0.84. Duibin-Watson 
Stat = 1.96 and F(6,178) = 659.81 (t-ratios 
in parentheses) 

Using the nominal effective exchange rate 
series instead of the real one docs not tell 
a different story. Structural shift analysis 
(adding intercept and slope dummies to 
Equation (15) has at.so been undertaken to 
exami ne whether the situation changed under 
NEP. The conclusion was negative for both 
exports and imports. This contradicts Nag 
et al 1994 [see also Sarkar 1994) 

Ilf 

Concluding Remarks 

To sum up, the present study has analysed 
India's foreign trade data between January 
1980-May 1996. Thcdollar value of India's 
exports exhibited a rapid growth since 1980, 


exceeding the rate of growth of the dollar 
value of imports. As a result, the percentage 
of dollar import bill paid for by export 
earnings registeredarisingtrend.The balance 
of trade deficit showed some tendency to 
decline. Real and nominal effect! ve exchange 
rates of the rupee showed trends of 
depreciation. But the exchange rate move¬ 
ments had no statistically significant 
relationship with the dollar values of India's 
expoits and imports. 

It has also been observed that India's 
export performance under the NEP regime 
(1991 -96) is nothing but the continuation of 
the trend of the 1980s. Trade liberalisation 
underNEP, however, hasitseffecton imports; 
it shows a tendency to pick up with the 
passage of time under NEP. As a result, the 
export/import ratio (the percentage of dollar 
import bill paid for by dollarexport earnings) 
deviated from its trend growth path of the 
198()s and showed some sign of deceleration. 
Although there is no evidence of structural 
change in the trend behaviour of India's 
balance of trade in the 1990s. the situation 
isexpcctcd tochangein view of an accelerated 
growth in the dollar import bill. 

India’s exchange rate policy was also 
ineffective. Although we find no evidence 
of statistically significant relationship 
between real exchange rates and the dollar 
values of exports or imports, nominal 
devaluation of the rupee was made to effect 
a real devaluation. But the NEPregi me fai led 
to control domestic inflation; it accelerated 
dunng the NEP regime {Sarkar 1996). In 
view of rapid inflation vis-a-vis India's 
trading partners, a steady nominal deprecia¬ 


tion of the rupee was more than counter- 
balaixred. As a result, the real (effective) 
exchange rate deviated from its earlier course 
of steady depreciation and started showing 
a trend of appieciadon during the NEP period. 

Notes 

1 Ductonon-availabilityofdataforsomemonths, 
there are jumps in the time variable. 

2 Estimates of the parameters of Equation (2) 
show that there was no trend growth in the 
balance of trade serie.s dunng the pie-NEP 
period (January 1980-June 1991) and there 
was no change in the situation during the NEP 
period. That iiKans, the .series exhibited 
trcndlessness over the whole period: this 
contradicts our earlier findings given in (6) 
In view of insignificant slope and inteicepi 
dummies, e.stimales given in (6) are to be 
accepted. 

.3 The effective exchange rale series .since March 
199.3 arc based on Foreign Exchange Dealers’ 
(FEDAl) indicative rates. 
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Budget 1997-98: Underlining NEP 

Arun Ghosh 

The main contours of the new economic policy are the withdrawal of the state from economic activities; 
the increasing reliance on private capital, especially external capital for development: privatisation of 
public enterprises and fiscal and monetary policies essentially devised to attract external capital. These policies 
have not only been continued by the United Front government but have received further emphasis in the 
Budget 1997-98. 


THE New Economic Policy was initiated in 
July 1991, following the payments crisis of 
the summer of 1991, with the following 
contours. It was first initiated as a 
'stabilisation policy' - under the direction 
of the IMF - with a view to achieving both 
external payments viability and macro¬ 
economic stability internally. By 199.^-94, 
It had been replaced by a 'structural 
adjustment policy’ dictated by the World 
Bank, which tended to give up the policy 
of stabilisation, but with the following very 
noticeable changes in the direction of 
^economic policy. These changes arc; (a) the 
gradual withdiawal of the state from 
economic activities, even to the point of 
neglect ol infrastructure build-up as also the 
public funding of social development in 
areas of education knd elementary health 
care; (b) the cncoijragcmcnt of private 
investment, and increasing icliance on 
external private caj»taf, 'Irir economic 
development, mcluding-the build-up of 
infrastructure facilitie.s* essential tor 
development; (c)thcgrudual privatisation of 
public enterprises, following systematic 
disinformation m regard to its functioning 
and its problems, even while paying lip 
service to the importance and the reform ol 
the public sector; and (d) in order to attract 
external capital, the introduction of tiscal 
f jnd monctaiy policies that tend to pass on 
control over theoverall dircctionof economic 
policies from the Indian stple to external 
private finance capital, with seriously 
deleterious consequctices to the Indian 
people. 

The above policies have nut only been 
continued by the new United Front 
government since July 1996, but in fact 
accentuated and accelerated in the 1997-9X 
central government budget presented to 
parliament on February 28 th's year. 

Genesis of Crisis of SiAiiIier '1991 

Theerisisofthesumme/nf 1991 was the 
resultof a slow build-up- since 1985 (under 
lateRajivGandhi-ofiricrcasingdepcndcncc 
on short-term external capital for speeding 
up the growth rate of the Indian economy, 
under the patronising advice and encourage¬ 
ment of the then World Bank president. 
Barber Conable. As a result of the Gulf war 
vof 1990, when oil prices shot up to dizzy 
^heights, the Indian balance of payments came 
under pressure; and though by March 1991, 


the trade account had been more or less 
balanced (through .severe import curbs), there 
was a flight of slum-term external capital. 
(NRI deposits in foreign currency alone were 
depleted by over Rs 5,0(X) cnirc between 
October 1990anil October 1991.) As u result. 
the Indian external payriicnts came under 
extreme pressure in lune 1991, leading to 
recourse of IMF boiiowing. devaluation ol 
the rupa*. and adopiion of (he 'stabilisation 
programme’ laiddownby iheIMF. However, 
It IS not the ‘stabilisation policy' that is the 
cause of (he erosion of India's ‘economic 
sovereignty', but the change-over to the 
World Bunk dictated stiticlural adjustment 
policy (.SAP) which came into increasing 
l»lay since 199.3-94, even to the neglect of 
the 'stabilisation' ol the Indian economy. 

initially, the main contours of the SAP 
were simple. The government was to give 
up ‘import subsiituiing |u>licics’, and open 
up the Indian economy with a view to 
making it niore competitive, and lely on 
exports us the main stimulant for economic 
developmcni. Simultaneously, in order not 
to "crowd out" private investments, the role 
ol the Indian public sector was to be giudually 
whittled down; and in order to attract external 
capital, controls ovci investment were to be 
relaxed. 

Simultaneously, discussions pertaining to 
the new GATT - now the WTO - through 
lhe.se years, culminating in the signing ol a 
new agreement at Marrakesh in December 
1994, led to a wholly new framework ol 
(i.ade and mvcslment policies; and while we 
aie not concerned here with these arrange¬ 
ments. they tend to 'globalise' the world in 
an unprecedented manner, yet with new (and 
incicasing) restrictions on developing 
countiics, like the TRIPS and TRIMS 
agreements us part ol the new trading system, 
with free ‘trade in services’ also a part ol 
the WTO regime, with continuation of 
protection by way ol the Multi-Fibre 
Arrangement (setting quotas for the import 
of garments by the US), and new threats 
under the guise of ‘human rights’ (protection 
against the use of child labour or low wage 
workers), of “environment protection" and 
diverse other means. While that discussion 
does not belong here, the dismantling of 
quantitative rc.sirictions on im(«>rts (by 
developing countries like India) on balance 
of payments grounds, docs constitute part 
of the discussion ol (he NEP. 


Gumiai isation anii Di viiopmi-nt Process 

The present focus ol Indian economic 
|H)licy is 'globalisation' at the earliest, if 
only to take iidvaiitage of the large flow of 
external private cu{iitnl. China is reported, 
currently, to be attracting some .¥ 40 billion 
ol private external capital annually; and (he 
common minimum piogrammc (CMPf of 
the UF govcnmient .seeks to attract $ 10 
billion of private external capital into India 
annually, to help s|xied up India's deve¬ 
lopment. This is a mirage; and the point 
needs to be spixilically addressed. 

in a way. the woild Irclorc 1914 was truly 
globalised. liii|>oit duties were generally low, 
and there were no trade restrictions. Indeed, 
not only was there free movement of capital, 
but also free niovemcni ol labour. Tlicre was 
al.so moreor less Iitc transtcrof 'knowledge', 
such as existed then. (Indeed, .such transfer 
of knowledge, by way ol ‘genetic engineer¬ 
ing’ lorthcpioductionot hybnd seed varieties 
was free, on a .stiiie-to-.statc Or research bodie.s- 
to-farmers basis, until as late as the I97()s.) 
Yet, two points need to be noted. First, 
globalisation (pic-1914) did not bring about 
ilevelopnienl all around the world; only the 
industrial countries - with a high level ol 
education and theiefoie m a position to tiike 
advantage of new technology - developed 
last. .Secondly, even (he gains from trade 
were not cijualiy shareil; indeed, as Alfred 
Marshall pointed out as fur hack as 1879. 
thegams from tiade are never shared equally 
{Pure Theory horcign Trude/Dome.'Ute 
Values'. Repiniicd in 19.5(1 by the London 
School ol Lcononiics). 

Tile development experience of the east 
Asian countries alter the .second world war 
al.so points to three or lour important 
(common) features of countiics (hat have 
developed recently. First, in 1945 General 
Douglas MacArthur introduced drastic land 
leforin in Japan. South Korea and Taiwan, 
so that theie w.is an egalitarian distribution 
of resources' lor bulk ol the population. 
China, after 1949, introduced even more 
drastic land relorm policies. Secondly, all 
four countiics lociiscd on universal educa¬ 
tion. Japan intiodiiced cmnpulsory uni vcrsal 
education duimg the 1890s. Somehow, 
Japanese imperial policy in Korea utid Taiwan 
introduced universal education in these 
countries also. China, alter 1949, followed 
a policy not only of universal education but 
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also of the emancipation of women. (In fact, 
labour participation in China increased from 
36.1 per cent in 1952 to 49.6 per cent in 
1990, while the population increased from 
around 650 million to more than a billion. 
That has certain lessons which we in India, 
with a large underemployed rural labour 
force, have ignored thus far.) Thirdly, all 
countries (other than Taiwan) had strong 
direction of economic policy by the Mate; 
and even in the capitali.sl Japanese and .South 
Korean economics, all investments (and R 
and D) were guided by the .stale. Pourthly, 
all countries (again, other than Taiwan) hud 
a very high rate of domestic saving which, 
even today, varies from 33 per cent to 36 
per cent of the GDP. (Taiwan is the only 
exception but the geopolitics of the cold 
war era make Taiwan a special case which 
is not replicable, because the US wanted to 
build up Taiwan as a bulwark against the 
spread of communism.) 

lire roots ot development arc to be found 
in 'knowledge', intechnology: and the com¬ 
bination ol human labour with knowledge 
leads to incrcu.scd output, an increasing pan 
of which can be saved for capital formation. 
An educated populace can inoic easily adapt 
itself to new technology, and therein we 
have the source of development. 

Significantly, foreign capital tends to How 
in where the market is large and gi owing. 
China is not an open country, every single 
foreign investment pioposal is sepaiaiely 
.screened. Also, .some W) per cent ot Uireign 
inve.stmcnt in China comes from overseas 
Chinc.se m Hong Kong, Taiwan, Macao and 
elsewhere Nor can India pursue the type of 
policies adopted by China ovci 1950-1995. 

NfiP AND Its Prohi i mat if 

TTie above digression is necc.s.sary because 
there arc many mistaken notions about both 
globalisation and the rule ol foreign capital 
in development. With the revolution in 
communications. Ill intormation technology, 
and the introduction of satellite 1'V, the 
world is in a sense truly a 'gloahl village’. 
And yet. sharp differences in Icvelsot living 
exist nut only across countries but within 
countries, when wc have .seen from historical 
experience that economic development is 
best fostered with egalitarian ricvciopincnt. 
Access to ‘knowledge’ is no longer free; and 
the approach of developed countries of late 
has been to sharply cut hack on social .secuniy 
and social welfare, even as unemployment 
is increasing to unacceptable levels. (In 
Germany, the latest uncmpioymciit figure is 
as high as 11.7 per cent of the workforce.) 
In India, wc have forgotten the inijiortancc 
of educating the people to the point where 
every person can fully use her (or his) 
potential. The issue lacing developing 
countnes generally, before India in parti¬ 
cular, as ot now IS not whether to globalise 
but on what terms to globalise. It is in the 
above context that we need to examine the 
NEP. 


Here we need to go into the main contours 
of the NEP, namely, (a) the steady 
’withdrawal’ of the .state from economic 
activities, (b) the increasing reliance on 
private capital, especially external private 
capital, to speed up development, (c) the 
processof privatisation of public enterprises, 
and <d) fiscal and monetary policies devised 
essentially to attract external capital. 

Gradi'ai. Wiiiiokawal or- .SrATh 

When, ill presenting the I99I-92 Union 
(tudgcl.tlieihenfinuiicc minister Munmohan 
.Singh first introduced the idea ol selling off 
part of the ei|uity of highly profitable public 
sector enlerpiises (many of them in critical 
.sectors), he prefaced his remarks by saying 
that he was reluctantly doing so, merely in 
order to bridge the large fiscal gup that had 
gradually increased - since the mid-1950s 
- to as much a.s 8.7 per cent of the GDP in 
1990-91. This was essential to .stem the 
infiation (which was then around 15 per cent 
despite a good harvest and robust industrial 
production). Thu year 1991 -92 saw the (i.scal 
deficit down to 5.9 per cent ol the CiDP; and 
further to 5.7 per cent in 1992-91. By the 
latter year, the inllution rate (end March to 
end March) dipped to 7 per cent. The sale 
ot P.SE equity became a part of the budgetary 
cxcici.se, it being forgotten that a capital 
receipt was being used to partW make good 
a laige levemie account deficit (in other 
worilseurreru expenditures exceeding cuiTcnt 
revenue). Increased taxation was not part of 
the Woild Bank guided SAP 

.Somewhere along the line, in paiticulai, 
fioiti I99.)-94, the tenor, the tone and the 
content of policy underwent a major tians- 
formatiun. The finance minister suddenly 
changed Ins stance, and three strident (and 
wholly unwarranted) statements were made: 
first, that the public sector was always a less 
efficient nianagcr than the private sector; 
secondly, that India wa.s totally lacking in 
modern technology and only foreign inves- 
toi s could provide the same; and linully. th.it 
the government had no rc.sources, and must 
ncces.sari ly depend on the pri vate .sector (and 
on external c.ipital) to develop the country. 
That doiiiest'c savings had dipped fioni 24 3 
per cent ol the GDP in 1990-91 to 22.8 
per cent in 1991 -92 and to 22.1 per cent in 
1992-93 - and the direct responsibility of 
the governiiieiit in this process - was ignored. 
(Iiicij 'nially. all figuresu.sedaboveaicliotn 
the late' • Economic Survey, and not earlier 
C.SO estimates; and of late, the liiiance 
ministry has been using the derived estimate 
of GDP at ‘factor co.st’ - and not GDP at 
market prices used all ovet the woild - as 
the denominator. The former figure being 
significantly lower, the savings rale appears 
to be higher than it really is.) 

That all three points made officially arc 
a travesty of the truth would be realised when 
a comparison is made between gixxl public 
sector and good private cntcrpri.ses in the 
same sectors. (Some of the loss making PSEs 


were started, and/or malte loss^, as a matter 
of deliberate policy.) The IPCL performs 
better than private ^rochemical units. The 
BHEL has, in the last year, won 18 global 
contracts (against 19 or 20 for which it bid), 
against the competition of GE, Siemens, 
Hitachi and other international giants: and 
in fact, the privatecompetitor AVB (in India) 
has been perennially a sick company. The 
Machine ‘Tools Division (HMT) is a much 
better facility than private machine tools 
manufacturers. There are many other ex¬ 
amples; and while .some PSEs may be less 
efficient than desirable, the numbers of 
inefficient private sector units is many times 
more. As to technology, Indian nuclear and 
space .scientists have made great strides in 
their fields without'an iota of help from any 
foreign agency or company; and in Japan 
and South Korea, domestic R and D effort 
has in the past been made a precondition of 
large private investments and/or foreign 
collaboration approvals. Finally, in the matter 
of resources, the government of India has 
not made any systematic eftorts to raise.tax 
revenues. India’s tax to GDP ratio is one of 
the lowest in the world; and despite claims 
that there is a large market of .some 2(K) 
iiiillion middle class people, the number of 
income tax payers in India is dismally low. 
The government has not only winked at tax 
evasion by ihealtlucnt. it has in the past even 
aidc'.land abetted such evasion by dispensing 
with the deduction ot tux on interest income 
at source and similar tax ‘give aways’. 

Indeed, the Budget lor 1997-98 can be 
unequivocally stated to he ‘irresponsible’ i.i 
this context, gambling on the unlikely 
possibility ol large volumes of untaxed 


TaHI.I I .SlIARr OKtlOVIHNMI.NriN 

on Eueiiv or PSEs 

(Perienla/'fs) 



As on 
1.7 91 

As on 
31 3 96 

Bharul P.ur<hniovcr\ 

100 0 

60 08 

Bharat UIcctiunics 

100.0 

75 86 

BHEL 

100 0 

67 72 

Bungaigon Kclmeiies 

100.0 

66.20 

llindu.'ilan Organic Clicinicals 1(X).0 

56.90 

Hindustan Petroleum 

100.0 

51.00 

Hindustan Zinc 

100.0 

75.07 

IPCL 

1(H).U 

61.43 

Madras Kefincries 

84.62 

51.80 

Malianag.v Telephone Nigam l(K).U 

65.73 

Videsh .Sancbai Niguin 

lUO.O 

82.02 

IDBI 

1(H).0 

72.14 


Source- Sconomii Survey IW6-V7. p 121. 


Tabu-. 2' Privaii. Catiiai Inh ows into India 
OVER Ai'Rii. 1991-Maroi 1996 

(US S billion) 


( 1) Direct foreign im cstnicnt 4.3 

(2) Portfolio loruign invcsiincnt 9.7 

(3) NRI depo.sit.s 5 3 

(4) Commercial borrowings 3.3 

(5) ‘Other’ eapit.Tl flows 

(unspecified, shurt-term capital) S.3 

Sub total of 2 to 5 23.6 


Source: Data extracted from Economic Survey, 
Tahle6.l.p85 
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incomes being voluntarily disclosed and of 
the return flight of Indian capital stashed 
away abroad (which has been estimated at 
mote than US $ 100 billion by the IMF). 

* CoNSEQUENCrji OF NEP 

^ The consequences of the NEP are likely 
to be extremely adverse for the future of the 
Indian economy. As per the Economic Survey 
I 1996-97, some of the most critical PSEs 
I have been divested of a very large part of 
the government held equity in them. The 
accompanying table sums up the position in 
regard to government share of the equity in 
some selected companie.s - i n critical sectors 
of the economy - in 1991 and 1996. 

Three important points must be noted in 
Ihi.s context. First, only the equity of the most 
profitable Indian PSEs has been sold: and 
at the same time, the PSRs have been dcniei > 
budgetary suppoit for their expansion/ 
modernisation No provision has been ituuIc 
for the reorganisation and rcvitalis.'ition ot 
sick P.SEs. Secondly, the PSEs listed - and 
many others nut mentioned here, in respect 
i|nf which a lower percentage of government 
fMield equity has been sold - aie all in the 
. ’core' .sector, and are vital to the proper 
tiinctinning ol the economy: and what is 
more distressing is that most ol the slnires 
have been .sold to foreign insiiiuiional 
investors (Fils). A transition from 49 per 
cent to .SI per cent cun be quick (and easy), 
and IS already being justified by ‘inoiivaied’ 
protagonists of this policy on the ground that 
this process would rid the PSEs of parlia¬ 
mentary (and of govemment) coni rol .thereby 
making them more businesslike and efficient. 
The fact that Fils hold most of the equity 
- and not the Indian public - implies that 
(for BHEL. lor instance) rival foreign con- 
glomcralescan easily and quickly lakecontrol 
of the companies. With, say, 40 per cent of 
l^quity, any group can legally insist on 
^presentation on the hoard ut directors (and 
in the management) and theicby have access 
to confidential intormation (re costs, bids, 
etc) which can be passed on to rivals. In the 
electrical equipment manufacturing indirstry, 
there arc five or six giants in the world, the 
BHEL being one of them. If control over 
BHEL pas.ses on to, say, ABB or GE, the 
BHEL would in effect become a supplier of 
components: equipment pnees in India would 
escalate: and India as a country would su ffer. 
The prices already paid for eouiprnent tor 
foreign investpr promoted power projects is 
known to be significantly ‘padded’: and this 
could in future become routine. 

The third and most important point to note 
is that all talk of‘competition’ in vital sectors 
of the economy is nonsense. If units like the 
BHEL have been able to become powerful 
internationally, it is bccau.se BHEL - with 
govemment support in the past - has been 
able to negotiate for, and to trade (and obtain) 
Jjptesl technology for a small .share in the 
Harge and growing domestic market for 
electrical equipment in India. The BHEL 


expenditure on R and D is around 0.1 per 
cent Ol theR and D ex penditure by companies 
like the ABB and GE: and yet, BHEL has 
been able to secure orders in global com¬ 
petition with rivals, and can .supply equipment 
of the latest quality and vintage. This 
possibility is already receding: the game 
being played by international giants is to 
emasculate all Indian PSE giants. 

The table extracted from the Economic 
Sui-vey does not give the divestment of 
government equity in the State Bank oflndia 
(SBi). The SBI and the Bank of India are 
the most powerful of nationalised banks; and 
reportedly, more than 40 per cent of SBI 
equity has already been divested. This 
implies, in bi lel. ihai l he inultiiiaiiunal I tnance 
agencies are targeting to destroy the publicly 
held companies which cun make fur genuine 
economic .sovereignty in India. In other 
words, the lo.ss of the economic soveieignty 
of India IS now manliest in the giaduul 
suirender ol contiolby the governinciii over 
P.SEs ,n the duminani sectors of the Indian 
economy. 

The Budget loi 1997-9S, in tact, goes to 
the extienie limit ol giving tax concessions 
to fureignei s (and Fils) not enjoyed by Indian 
citi/.ens, for puichase of the equity of 
Indian PSEs. Not only was the capital gains 
lax lowered c.irlier at their Iwhesi, in the 
1997-9K Budget they pay lower taxes on 
income received troni their holding ot PSE 
equity What is in progress is a process of 
auto colonisation. 

CoMCLIIOIMi RI-MARKS 

Only three brief comments need be made 
betoie concluding this essay. First, ‘.stabili¬ 
sation’ which was the hall-riiaik ot the IMF 
conditionality - has now been given the go 
by under the SAP dictated by the World 
Bank. The fiscal delicii widened lo 7.4 per 
cent ol the GDP m 1993-94; at 6.1 pci 
cent in 1994-95. ii w.is still highci than in 
1991-92 and l992-9t (at .5,9 per cent and 
5.7 percent respectively) The World Bank 
and international liiiancc capital aic 
encouraging ti.scal iircsponsibilily by the 
GOI and heaping praise on the process of 
‘economic reform’ with the objeciive of 
grabbing cmitrol ovci all the vital .seetois of 
Indian economy. Strangely, thete arc no 
protc.s(s even Irom the Trade Unions, lor 
what is happening today is a sell-out ot the 
country by a few coinrador politicians. 

Secondly, foreign ctipital can never replace 
domestic savings lor the build up of 
mfrasiructurc. Foreign capital will come in 
only to make profits, and typically, the 
miniinuin return they expect would he a 
minimum ut .)() |>cr cent on the capital 
invested. At this price, if.lrastructurc would 
be beyond the ine.-.ns ol most Indians; 
backward areas would get neglected; and 
disparities within tliccountry would e.sealatu. 
Thi.s IS not a viable allernative. 

Abncfexainpic woirldsullice. According 
to the Planning Commission, in 1995-96, an 
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average (all-India) increase in electricity 
tariffs by 33 paisc |x:r unit would not only 
have made all SEBs viable hut would have 
given them a retuin of 3 |)ei cent on capital 
invested. In other words, resoun'cs worth 
nearly Rs lO.OOOcrotc per year would have 
acemed to the SEBs lor m<Hlernisaiion/new 
investment. With a dcht;cquity ratio of 1:1. 
thi.s would have enabled SEBs to obtain Itvan 
capital of R.s lO.tKK) rrore annually. In live 
years, thus, Ks l,(X),0(X) crorc would have 
been available to the SEBs for new invosl- 
rnents in the power sector. And. as per the 
World Bank consultants’ report (on the 
rc.siruciuring ol the UP.Sl-lB) power luriifs 
in UP, aitei restructuring, should be a 
minimum of Ks 3 per unit tor the iaiin sector 
and Rs 5 |>er unit lot all other con.sumers. 
Not only would ihisbe politically not leasihic. 
ut such rates, high tension industrial 
consumers would find it more economical 
to .set up then eu|)ii vc diesel generating sets, 
which would pose a threat to India’s balance 
ot payments - because of increased import 
of diesel oil - in the tilure. Thccniire appruiurh 
is thus short-sighted, and yet, a bill had been 
proposed by (he lit- uoveiiiinent for the 
privatisalionoftian.smissionanddistribulion 
ol power 

I'lnally, though the foieign exchange 
reset ves ol the country appear lo be stable, 
thcie ate two wctjkne.sscs that millily Ihrs 
apparently eomforiuhic position. The deneit 
on trade .'iccoiint has been steadily widen¬ 
ing, the delicit in 1995-96 being more than 

K.9 billion (as compared lo $ 5.0 billion 
in 1994-95) With a ri.sing hill loroil imports 
and slackening expoits. the gap is likely to 
widen in lultiie. In the past, we were partly 
salvaged by the iiillow ot lemiilanccs Irom 
Indian workci s abroad, which increased from 
$ 2.8 billion in l992-9t to .t 3 6 billion in 
1993-94. to % 6.2 billion in 1994-95 and $ 
7 5 billioit Ml 1995-96 Anil, it we have still 
been able lo uieicase oiii exchange re.scrvcs, 
ills because ol (lie iiillowol lelatively short¬ 
term exiciii.il eapiial. As per the Economic 
SuivcY (p 103) India’s foreign exchange 
reserves ineteased 00111.11 .).6 liillion III Match 
1991 lo !i> 19.7 billion in Deeemlrer 1996 
(over live yeai-, and nine inuiillis). Bctwccii 
1991 -92 and 1995 96, the nel capital inflows 
have been hiielly us lollows; 

It would be seen that we have not reached 
bop viabilily: againsi an iiierea.se in ex¬ 
change reserves by $ 16,1 billion between 
April 1991 and December 1996, the 
inflow ol short-term external capital 
over April 1991-Mareh 1996 was as 
much as .1i 2)6 billion Foreigners arc not 
duped by the ligiires ol exchange rc.servcs; 
Indiiuis are. 

In hriet. in no sector or manner has the 
NEP succeeded, and it short-iurm capital 
.still keeps coming in, it is partly because of 
the extonionalc iiuctcsl rales paid by India 
to foreign lenders, and bceau.se tl enables ihc 
Fils to get a sirangicliold over vital Indian 
PSEs at a cheap price. 
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Health of the people is 
wealth of the nation 



An insurance policy that takes care of hospitalisation / 
domiciliary hospitalisation expenses of you and your 
family. A family of four (husband, wife and two chil¬ 
dren) needs to pay an annual premium, as low as just 


Rs. 240/- for this useful cover of Rs. 20,000/- 
for the whole family. 

For complete details, rush to the nearest U1 office. 


‘PREMIUM SCHEDULE 


Uplo 

4S years 

46-55 

years 

56-65 

/ears 

66-70 

years 


Rs. 

Rs. 

Rs 

Rs. 

Head of Family 

70 

100 

120 

140 

Spouse 

70 

100 

120 

140 

Uependeni Child uplo 
?5 years ol age 

SO 

50 

50 

SO 

For family ol 2 .f 1 dependent 

190 

2S0 

290 

330 

For family ol 2 *2 dependents 

240 

300 

340 

380 





‘Sumlnsurod Rs 5,000/*perporson. 


UNITED INDIA INSURANCE CO. LTD. 

(SiibiiiluryofCICo(lii«a) 

24, Whites Rcud, Madras - 600 014 

United India - Bringing insurance to the common man. 
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India’s Economy: Poised for Take-Off 

Kirit Parikh 

Have the current economic reforms put the Indian eamomy on a sustainable higher growth path? What has 
been the impact of the reforms on the poor? What is the role of the private sector in expanding energy and power 
sector? These are some of the issues which are addressed here in the context of the recent political and economic 
changes. 


1 

Setting of Reform 

OVER the five years which have followed 
(he initiation of major economic reforms in 
June 1991, the Indian economy has 
undergone a remarkable transition, 'fhe 
proximate cause which precipitated the crisis 
and forced the government to undertake 
reforms was a severe balance of payments 
crisis. Foreign exchange reserves had fallen 
10 less than three weeks ot our iinimri needs. 
Something had to be done and (hcgovcnimcnl 
t of Narasiinha Rao. through the finance 
minister, Manmohan .Singh and commerce 
minister, P Chidambaram, seized the 
opportunity to initiate a wide-ranging 
restructuring of the Indian economy. The 
objective was to make the Indian economy 
grow fast Rapid growth was considered 
essential, asa method of dealing with poverty. 
Rapid growth was to he achieved through 
heller efficiency of resource use for which 
competition, both domestic and global, was 
considered e.s.seniial 

The unleashing ot private mitiative liom 
the stifling consiraiiiis of the permit quota 
raj through dsregulation and liberalisation 
has led to a remarkable transformation over 
a short pcrioil of five years. Today we have 
( foreign exchange (forex) reserves exceeding 
US $ 20 billion, equivalent to seven months 
of imports Expoits giew at nearly 2U per 
cent a year in US dollar terms, from 1993- 
94 to 1995-96. The t.-conomy has shown a 
growth in excess of 6 percent for three years 
in a row from 1992-93 to 1995-96. Each of 
these accomplishments was unprecedented 
by the standards of India's history 

Average GDP growth over the post reforms 
period was 5.5 per cent. The public buffer 
stock of foodgrains was 25 million tonnes 
in July 1996. and inflation has been brought 
down to around 6.5 per cent. Perhaps the 
most remarkable transformation was in our 
perceptions. In early 1996, a 7 per cent 
growth rate per year seemed a rea.sonablc 
target to everyone, including the 6-party 
coalition government of Deve Gowda. 

Yet by the end of 1996, the optimism of 
March 1996 is overcast by some 
apprehensions. In the first six months of 
1996-97, industrial growth had slowed down 
to 8 per cent as compared to 12.5 per cent 
in 1995-96, and exports growth has dropped 


to around 10 pci cent. Real interest rates 
were very high and credit was hard to get, 
even though banks were flush with funds us 
RBI had injected coiiMderahlc liquidity (both 
money and thcabiliiy of hanks togive loans) 
into the system Inlriisiiucluic bottlenecks, 
shortage ot power, congested muds, delays 
at ports, expensive telecom wcie and are also 
widespiead. Tlie stock market, which reflects 
interest rates and expectations about future 
growth in dividends, h.id hired badly: the 
level of the N.S1>5() (Niliy) has dropped 
liom a peak of l .tHS in Sepicnibcr 1994 to 
909 III December 199.5 to around 890 in 
December 1996 Tlie BSE Sensex had 
dropped liom around 40(K) in Dcecinbcr 
1995 to 3100 in Dcccinbcr 1996 
The picture changed diamatically with 
Chidanibarain's budget in February 1997. 
The budget drastically cut down (ax rates 
and introduced .i number oi relorms to 
stimulate economic giowtli. A moodot opti¬ 
mism swept ovei the economy. Talks ol 8 
per cent growth rate began to be heard. And 
the slock niaikci zoomed. On April 25,1997, 
in .spile of (he political event of llie Inst half 
of Apiil.ilieBoinhaySiock Exchtuigc sensex 
was 3825, and Nilly w.is 1069 
The political events beginning the 
withdrawal ol suppoil by Ihc Congress Parly 
to the United Fioni government, the fall of 
Dove Gowda's goveimnem and mst.dluiion 
of the new govcinmeiU headed by Gu|rul 
have had little ellcct on Ihe slock market. 
These raise ti nuinbor ol questions. 

- lias the icloriii ))til Indian economy on a 
higher glow 111 palli''( .in India allaina still 
higher growth m the Inline? Can it sustain 
it? 

- 'Whal can we do to ineel our energy and 
power needs' Whal is the role ol private 
sector in the cneigy sector? How do we 
deal with Ihc piessing environmcnial 
issues, which can no longer be neglected? 

- Whal has been the impact of relorms on 
the poor? Have the reforms nstgiccied 
agricultuie? W'lis do we have poverty in 
the inidsi ol piles of food gram stocks? 

- How uncertain is India's democratic 
policy? Can it avoid taking populist but 
cconomicully damaging decisions? What 
art the consequences of political 
iinccrtainiy? 

The.sc are the questions I address in this 
paper. 


II 

Macro-Economic Scene 

Gkowiii Pi.KI'ORMANCI 

Prom 1950 till 1980. Ihc Indian economy 
grew at an average annual growth rate of 3,4 
per cent, a growth rate that is commonly 
described us the Hindu growth rate. Whal 
the reforms have dune is to put the economy 
on a higher growth path. For tour years in 
a row the growth rate has exceeded 6 per 
cent. F'or 1995-96 atid 1996-97 (April to 
March) the giowtti rale is estiinutcd to be 
7.0 and 6,7 pel cent respectively. For 
1997-98 also a growth rale ol 7.0 jicr cent 
is projected III the budget. Pn or to (he reforms, 
growth rales above 6 percent were typically 
a recovery I roni puorgrowtii in the precixling 
yeai. The year 1989-90 is the only exception 
to this regularity. Would the Cliidanibaram 
budget help the economy to regain the 
momentum ol growth'' Would it stimulate 
the economy? 

Industrial invesimeiil should also be 
stmiulatcd by various measuics. Reduction 
in larifl on capital goods and various excise 
reductions make capital goods chca|)cr. 
Iiieieased coniril'ution to provident fund, 
lowering ot lax i tiles, and amnesty scheme 
will sliinulatc .savings. All these along with 
the loweiing ol tax on interest rates will 
ineiease the availalnlity ot tunds at low 
inicresl i.iies to industry. I'he stimulation to 
the stock markets should incicase the 
availability ol equity capital. I'he tax cuts 
and (lie signal given by the budget have 
cieated an ex|)ecl:ition ol boom and growth. 
Such expectations aic olien sell-fulfilliag. 
The govermneiii has to see that it docs not 
give negative signals and initiate a seii.se of 
gloom. A policy measiiic proini.scd in the 
budget that can stimulate economic growth 
is the relorm ol the Urban Land Ceiling Act. 
I'ogelher with cheap loans lui rural housing. 
It could siaii a lot of new eon.structiun 
activities which in turn would stimulate 
economu giowth Along with the Urban 
Lund Ceiling Act. Kent Control Acts also 
necdtolietclormed Thiscan greatly increase 
supply and renovation ol urban housing. 

The boost to industrial investment, 
cncouragcmctiiol hou.singcon.siruction,aiid 
stimulation ol demand from large tax cuts 
can easily increase (he growth rate of the 
economy to K per cent and possibly to even 
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9 per cent The budget is indeed a growth 
oriented one. Finally, the most important set 
of policy measures required is for 
infrastructure development. Unless 
infrastructure bottlenecks are relaxed, growth 
would behampered. Without growth, revenue 
would fall short of estimates. Fiscal deficit 
and inflation would rise and the promise of 
the budget will not be realised. In March 
1997, wcsawuurfirst electricity not. Fanners 
in Andhra Pradesh’s Mchlxiobnagar and 
Modak districts got tired of erratic power 
supply and rioted demanding round-the-clock 
power. This, according to me is one of the 
best pieces of news on the power front tor 
a long time. We have always argued that 
farmeis wiiuld be willing to pay more for 
reliable power. Now wc have the proof, one 
that the politicians undei stand. Wc hope the 
government sci/x's this opportunity to 
introduce pricing reform tor the electricity 
sector. While this may take time, it needs 
to take measures to taci litaic speedy eleui <ince 
of projects. In the last two budgets, a number 
of steps have been taken to bring in finances 
forinfrastnieturc. Unfortunately, availability 
of finance is not the ma|or problem with 
infrastructure projects. Procedural hurdles 
are. A power project today rcqiiiies some 60 
clearances trom as many agencies. Uach 
takes Its own lime to give the clearance A 
clearance must he given wnhm a spccilied 
penod. If il is not given within this period. 
It should he presumed to be given. Such 
reforms do not work The bureaucials know 
how to deal with them. On the last d.iy, iho 
application will he rejected on the ground 
that It IS incomplete. The best way to lelorm 
procedural mess is to eliminate such 
requirements. 

'Ilie dcregiilaiion process has removed 
entry bairiers and has brought in iiicreaseil 
competition from domestic souices. In 
addilioii, hl'K.Tahs.ilion of the iinpoit regime 
-tunfl rediicnonand reduction indificrentia' 
tariffs. though of fset partly by dev aluai ion, 
has brought in external compeliiion. One 
expects tliese mcasuics to lead to elficiency 
gams 

A standard melhod ot me.i.suniig cl fieieney 
ufa'soureeusemalahoui abundant economy 
is through what is known as mciemental 
capital output ratio ilC'OK) svhieh indicates 
additional cupit.il (inve.stnu iiti required to 
produce one unit of .idditnnial ouipni 
Conclusive dai.t is not yei available, but 
available evidence does suggest .i bill m 
ICOR m recent years compaicil to the pie- 
reform iieriod. 

The last tew yeais have witnessed u 
considerable iinprovenicnt in tl:e country's 
external position Ciirient .lecount deticils, 
for example, have fallen fropi - \ 2 per cent 
of GDP in l')90-‘.)l to -1 7 per cent in 
1995-96. At the Mine time, international 
rc.scrves, which pros ided less than i wo w eel.s 


of imports in June 1991, today stand at $ 19 
billion, which cover seven momh.s of import. 
The country’s external debt indicators have 
also .shown a marked improvement with the 
external debt service ratio declining from 
,^5.3 per cent m 1990-91 to approximately 
26 per tent in 1995-96. 

The.sc improvements arc due, in large part, 
to the reforms in (he country’s trade and 
international pjynientsiegimetiiaUiavc been 
eftective uvci the la.st five years 

Fii M, tliiough a series of disci etc measures 
taken between 1991 and 1993, the country 
moved trom an ‘ufticiar to a market 
deicinmed exchange rate system In the 
process, the lupee was devalued by over 20 
pci cent III leul terms providing a significant 
siimulustoexporis. Allhe same time, pi ivutc 
transfers from abroad, that had earlier been 
routed through thcolfslioie haw.ila markets, 
were now redi reeled to more furtnai channels 
n suiting in usigmficuiU mcieasc in re|)ui lcd 
eurreni account receipts. 

Second, steps have also been taken to 
liberalise the trade regime. As tarills have 
been cut across the boaid, the countiy's 
average tariff rale (unweighted) h.is fallen 
from 127 pei cent in 1990-91 to less than 
.50 percent in 1995-96. Onantitalive b.irneis 
to trade have been so reduced iliat the 
proportion of the counli^'s irad.ible GDP 
lh.it IS subject to.suehrcsiru I ions has declined 
over 30 pei cent during this penod. 
Fuilheimorc, the shill in 1991 Iiom 26 
po.siiive lists governing imports to .i single,, 
signil'c.uiily primed negative list h,is made 
the countiy’s tiaUe regime inueh moie 
iransparent and ciisy to admmisiei 

Third. 1993-94 witnessed a partial 
liherahsationol iliecouiuty’scapii.il accouiU 
as lestrielions on capital iiinows, both direct 
and porilolio-ba.setl, were eased considerabl y 
As with iiKKst developing couiiliies, thee,ipual 
intlow.> that lollowed have proved to be a 
mixed blessing. 

On the one hand, they have enabled an 
easier financing of import needs, as wcil as 
a consolidation of tliecuuniry'smtern.itioiial 
reserves jiosition On the other hand, they 
have made monetary inaiiageinent ol the 
economy much more dilficult 'I'liey have 
necessitated a more vigiluiil munitoiing of 
the eouiuiy's external aeeuunts bcc.iuse ol 
their volatility. 

In this 'ontcM, the shaip slow-down ,n 
India's exports over the mncnt veai is a 
matter ot coikciii 

The slow-down m liuha’s exports in the 
cut lent year can be traced to ihiee laetors; 

The slow-down in world trade growth 
from 19 per cent in 199,'; to 5 per cent 
between January and July 1996. which is 
likely to have imp.icied .idversely on the 
demand for Indian exports. 

- The sharp real appreciaiion ol the rupee 

between Mai eh 1993 and August 1995. 


The real effective exchange rate (REER) 
rose by approximately 10 per cent over 
this period. <While corrective nominal 
depreciations were undertaken in October 
1995 and in February 1996, the country’s 
REER in May 1996 was still 5 per cent 
higher than the level at which it stood in' 
March 1993. 'fhis implies a deterioration 
in (he competitiveness and profitability of 
India’s growth. 

- I'he high real interest rales experienced 
by the country over much of 1996. These 
are likely to have been an even bigger 
disadvantage to Indian exporters in the 
highly competitive world markets they 
face. The effect of last year’s credit crunch 
on exports is likely to be particularly acute 
given that over 40 per cent of our exports 
come from small scale industrial units 
(.SSIs) that arc generally the first to be 
rationed out ot tight credit markets. 
Change.s announced ip the budget and in 
the credit policy by RBI in .April 1997 
have led to lower interest rates and has 
facilitated credit access for exporters. 

In addition, compensating incentives for 
exporters need to be strengthened given 
the severe handicaps tliey face. Tliese are: 

- High import co.sts at 42 per cent, In Jia's 
average taril I rate is siil I one of the highest 
in I he world 

- PoorintuLSInicturul l.ieilitiesaecordingto 
World Bank esiimaies, in 1993. the cost 
ot delays in port\ and poor shipping 
lacililics imimsed an additional cost of 
around 5 420 million on Indian exporters. 

- Bureaucratic led tape - I'ICf'l calculates 
that, even today, an export shipment 
involves the u.sc ot nearly 360 papers and 
ilocuments .mil telephone calls lor over 
50 sign.iliire.s 

l.asily, Ihc couniry •> import regime needs 
to be tuither libcraiiscd. The liberalisation 
has to Ire oriented towards icducing the anti- 
export bini of the existent trade policies, as 
well as to put pressuie on domestic industry 
to improve productivity, efficiency and 
product quality. Liberalisation of the 
consumer goods sector is parlicu'arly im- 
portani in this context Increased competition 
at the downstream end i.s the surest way of 
carrying pressures fur ctliciency all the way 
up through the product chum. Without this 
form of liberalisation, the domestic induistry 
IS likely to remain internationally non- 
eomiK'titive, on the whole. 

At the same time, India needs to move 
away liom its policy ol reserving certain 
products lor the S.SIs. Sustaining export 
inomenium in many sectors - for example 
textiles, garments and leather - requires 
moving from lower to higher value added 
items, different product mixes, larger scales 
of operations, substantial financial' 
investments in new technologies, etc, all of 
which arc generally beyond the scope of 
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SSIs. The policy of reservation for SSIs 
places severe limits on technological 
dynamism and adaptability that are crucial 
for surviving in the fiercely competitive 
international markets of today. 

Finally, from a longer term persi>eciive, 
the most important ingredient which 
influences India's succe.ss at exporting is the 
skills that are available in the donie-sttc laluiur 
market. Policies which generate improve¬ 
ments in basic education, job training, and 
capabilities fur harnessing modern 
technology would all help enhance exp irts 

The 1980s saw growth rates exceeding 5 
per cent when the economy had grown hy 
only 3.4 per cent per year in the picvious 
30 years. 

One major criticism of ihe growth pioccss 
ot the l9K0s was that it was unsustainable 
as it put pressure on inflation and balance 
of payments The expansionary liscal 
policy followed by the governineiii since 
the mid-1980s led to a substantial increase 
in liscal deficits - Irom .3 percent ol GDP 
in 1975-76 to 6 per cent in 1980-81 and a 
further 8 per cent in 1990-91. At the same 
time, the revenue deticit, the dilference 
between the government's revenue receipts 
and revenue expenditures, which is a measure 
ot liow much the governmctil is eating up 
Its capital oi getting inui debt, ro.se sliarply 
during these yeais This led to the crisis ol 
1990-91, 

Is the growtli prcKCss of the 1990s moie 
su.stuinableV 7'he stabilisation and reiuriii 
nieasuies of the last five years have hioiighi 
about changes in ilic pattern of financing 
govcrnmeni expenditure, and in the 
inflationary piessines in the economy. 

First, moneiisutioruif government debt is 
now limited by the ceiling on the central 
government debt from the RUI. 

Second, though not entirely .satisfacloiy, 
the government has succeeded in reducing 
the fiscal deticit to some extent. At least the 
need lor controlling the delicit is now 
recogniscdbyall.scctionsot political leaders. 
The recent success in coiilrolling intlaiion 
ha.s contributed to building this faith. 

Third, foreign direct investment (FDI) is 
becoming a major component ot luieign 
capital inflow. Such capital not only bears 
the risk of investment decisions, but is also 
not easily reversible. E.irlier, the balance of 
payments deficit (which equals the torcign 
contribution to India's savings; was primarily 
financed by debt inflows. The rise of 
investment inflows implies that the economy 
can now absorb a larger balance of payments 
deficit. 

Tliesc factors indicate that the present mode 
of financing investment is more sustainable 
than that seen in the 1980s. Further, fiscal 
consolidation would obviously add strength 
to snstainabili'y and stafulisation. 

India can join the super league of high 


growth east Asian economies if it continues 
on the path of policy rctorms. India has inany 
advantages; a highly skilled labour force, 
English as u national language, a large 
growing iniddiccluss, a largccnlrcprcncuaal 
class, a legal framework based on 
independent judiciary and a stable 
administrative set up. These advantages 
should attract torcign savings into India. 
This .should m.ikc ii possible to invest at 
increasing rates and iiencc accelerate ilie 
economy funhei. Tlic pros|iccts for a lust 
growing Indian economy arc bright indeed. 
Yet there uie some problems that the Indian 
economy must deal with first, that of 
elimiiiaimg iiiliasirnclure bottlenecks. It 
needs a sensible energy and mirasinictuic 
policies. Wc should also ensure a healthy 
growth ol theagi iculiural sector. At the same 
time growth should iioi neglect the pour nor 
sliould It be at Ihe cost ol environment. To 
this we now luin. 

Ill 

Energy and Power 

The energy secioi clanns the largest 
alloca'iunin oiii plans and is the biggest item 
of tnipoils Thcicfoie its peiloimancc and 
macro-ecoiumm- devehipmenl ol the nation 
are highly iiilerdependeiii. 

There aie emieinic power shoilages and 
the Indian power sector has not been able 
to match the giowing need lor more 
gciicruiing capacity Ov erthe next live yeai s, 
it needs to add .i iiothei 3 5 ,(KX) i o 50,(X)0 M W 
of capuciiy uciieiiding on the giowth rate of 
the economy, whei eas it added no moi e than 
20,tKX) MW ovoi the last five years. 7'he root 
cause of this in.ihilily to expand capacity is 
Ihe liiiaiicial sic kness ol the slate elcctiiciiy 
boards (.SHbs). Almost all ol them make 
los.ses and some aie even unable to pay lor 
thccoalorpovvci purchased This is because, 
the 8EBs have ollcn implcincnicd social 
subsidy pohciesol slaiegovemments, leading 
to incl llcicnt p.itici nsot eiiei gy consumption, 
and even loiioiiiccovery ol their owiieosis. 
Also, ihcre is lot ol tlicll of power Irom the 
distribution nciwoiks. which is clussilied in 
the otficial Muiisiics a'- iiansinission and 
distribution (T and D) losses. 

If SliKsweieliiianeially-ound, they could 
have invested in capacity ci cation,and private 
power ptoduec-is would not have required 
couiiter-guuraiiiees The loss due to subsidy 
to agiicultural consumers alone ran into 
Rs 7,(MX)croreperyeai IfthcSEBs had that 
mucli more money, ihey could leverage it 
in the financial markets and set up additional 
7.000 MW cvciv year. Thus, apart from llic 
current losses, the .subsidies liavc seuous 
rejjeicussions lor future inve.stmcnt.s as well. 

In order to meet the gap between the 
demand and supply fot power, the 
govcrnmeni decided to encuuiage private 
investment in power gciieiation. However, 


the entry of private sector raises a new set 
of issues eonceming the price of power, 
guaranteed availability, choice of the least 
cost project, etc. The government in India 
has little knowledge oi cK(H:riencc about 
these issues Till now. theie has been no 
clearly dcimed irmnework to evaluate the 
bids lor power projects so that power is 
avuilablc at le.isl cost. Wc need to quickly 
develop transparent and competitive 
procedures loi this 

'I'hc iiii|xirtancc is seen clearly in our 
cxpcnencc with private (Kiwer. Wtthm a 
couple ol years of opening ihe sector, more 
than 200 MOI Is were signed lo produce 
private power. Yet nearly foui years later, 
only one small plant is lunclional. whereas 
oiheis have not even started construction. 
Enion, whtci) has stalled construction. ha.s 
just oveicomc ihe'latest challenge in Ihe 
.Supreme roiiii. Even in the lace of such 
dismal evidence, it is po.ssible lo obtain fair 
deals, have competitive bidding as well. 
With proper homework on both the practical 
and legal as|H'cts ol competitive bidding and 
bcncimiaikmg. ihiough the M()U route. 

In the long run, institutional leform of Ihe 
SEBs is inescapable. These leforms should 
aim at siiciigthenmg the SEBs with tmuncial 
and luanagen.d amonuiny and enhancing 
competition .Some other i.ssues which also 
need lo be addiesscd aic 
■ Em|x>wciiiig SliBs to adopt a variety of 
options loi generation. Iiansinission and 
disirihulioii. 

- ('oijioiatisiiig SEBs and opening sale of 
equity to all slakc-lioldcis, 

- Deregulating the power market for large 
high tension eonsiimers, 

- Organising regioii.il power pools and 
rcsinietunng the icgiilatory mechanism to 
eiicouiage a tiunspuicnl and autonomous 
regul.it(>i y process 

Howcv'ei, theic are also short term 
measures th.it we can take to solve the problem 
of shortage thioiigh system.s improvement 
(supply side niaiiagcineni) and demand 
rcdticiion (dciiiand side manugement). 

Integrated grid operation and proper 
management could reduce system co.sts, 
improve sy.sieni utilisation and meet a 
larger dcniaiid Research at IGIDR has 
shown that with inlegrulion ot the we.s(ern 
and soutlietn grids,.5 percent morcdciiiand 
can he inei without any additional mvcslinent. 
Oui icgioiiul grids arc at picsent not 
operated as a iriily lotcgiated system but 
merely as a set ol interconnected stale 
networks, which only occasionally 
exchange cleciriciiy. We need lo overcome 
transmission bottlenecks, formulate 
eomnicreial agrceincnls between SEBs and 
ensure gild discipline to avoid frequency 
nnsmatclies. Also, measures to improve 
power station eflicicncy could mean 
substantial s.ivings, both m terms of energy 
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and costs. We have estimated that a poten* 
lial saving of 2 per cent can be obtained 
at some thermal power stations by reducing 
the plant'.s own consumption ot electricity. 

Demand side management (DSM) options 
induce the consumers to use energy mure 
effectively. This can reduce both economic 
and environmental costs associaied with 
power plant construction and operation. 'I'he 
basic insight behind DSM is (hat one watt 
of power that is not required, thanks to redu¬ 
ced demand, is worth exactly us much u.s one 
watt of capacity that is constructed, iicnee, 
i fcoastructi ng one watt ut addi ti onul capuci l y 
costs Rs 40. then D.SM alternatives arc 
superior if a one watt reduction in demand 
can be obiaiiied at any cost below Rs 40. 

Tocsliinule the scu|k: oI savings ihrougli 
a specific energy elficicnt option (tifiO), 
options need to be identified which arc 
economically aitraciive to every one, i c, 
consumer, SBB and .society as a whole, ('un¬ 
fining ourselves to only such opiions. we 
estimate that in the industrial sector nionc. 
a saving of 15,(XX) MW is po.ssiblc over the 
next 20 years at less (han half the cost ot 
creating new capacity and with a much 
smaller gestation period, ^•or DSM pro¬ 
grammes to be sueccsst'ul. customer aware¬ 
ness IS of crucial importance. The govern¬ 
ment, SBBs and Bncrgy Service Companies 
(ESCOs) can play an active lolc m over¬ 
coming tlicsc problcii)'- 

CoAI. Sl-CIOK 

A vital component of ihc energy .seelor in 
India is tlic coal .sector. The leeoveiy ot 
growth in the Indian indusinal sccioi during 
the last two years has resulted in increasing 
demand for coal. Since its ii.uionalisaiion, 
the coal industry has received massive 
inves(inemNtoen.sureasu.stainedaiKlplanneil 
development 

But though eoal production has .seen an 
annual growth rate ol 6 per cciil. .several 
problems have emerged. In spite ot the 
substantial increase in priKluciion. there aic 
regular sliortfalls in coal reieip's at thermal 
power stations which ojiciaie with very little 
inventory. In addition, the coal prtKluced is 
ofinfcrioi grade. It i.s common ex|K'ncncethat 
(hecoal txxcivcd deviates Ironi design values 
in tenns of calorific value and ash content. 

Coal pnce.sare administered andiheennent 
pnee regime lacks an eeommiic laiumale. 
Subsidies on co.il distui is the pi ice ol a very 
basic input which cati.ses inciTiciencies at (he 
root of production. This inenkicncy (lien 
permeates dirougli the rest of the economy. 
The government deregulated the prices of 
coking coal and some better guides ot non¬ 
coking coal during 1995. Under (he cuitciU 
price structure, non-coking coal is pi iced in 
terms of its useful heating value regardless 
of its mining co-t. This reduces some 
distortions. 


The ultimate policy objective of the 
government should be to provide coal at 
minimum cost. at intemalionaliy competitive 
prices, I’his will en.sute production efficiency. 
Erom this perspective, India’s coal .sector 
has two problems: incumbent monopolies, 
and their low operational efiicicncy. The 
combination implies that a frontal effort to 
raise prices to bring Ihc coal producers out 
ot losses would not be fair on consumers. 
Itic iccciit policy-dccisiim ahoui involving 
the piiv.atc sector in coal milling is a step 
in the right dncction. since it improves the 
competitiveness of the indusiiy and puts 
pre.ssuie upon the cificienty ol existing 
companies Subsequently. the industry needs 
to be lully deiegulatcd, both in terms of 
tiwneiship ami prices, and create realistic 
conqKMitivc conditions and make suppliers 
opcratioiiidly efficient. Internatiotuil 
coinpcuiion tlirough imports is a valuable 
n atliod through which competitive prcssuie 
can be brought to bear upon (he coa! mai ket. 

llvOKIX'ARnON SlI UlK 

'I'hc oil industry has icccived high priority 
since the mid-l970.s Initially rapid .stitJes 
were iii.ido in the early I98()s in ciudc 
production svhich declined in the lute 19.S0s 
on account ol the closure ol over-woiked 
oil wells m Bombay High region. Thus, oil 
import bills have been incnMsiiigevery year. 
With a spun in inieinational piiccs ol ciudc 
oil, the iinpuii bill would be much larger this 
year. In the light of our cvposiiie to the 
volatile be haviourof such an iiiiporiantmptil, 
propel inanagemeiit of oui le.souiccs is 
exticniclyiinpoi'taiutocushioii India's ini|Kirt 
liabilities to a certain extent 
VVuhlliciniioducttoiiofpar.illel niaikeiing 
ol kcro.sene, l.l’Ci and LSHS, import ol these 
pi odiicts w CIV dcc.malised lor pri vale p.niics 
However, shortage of handling hicilibcs .it 
poi ts andbotlliiig plants has hceiihampciing 
I.PG imports We al.so need to ihiiik in 
.strategic (cims for oil .sccuiiiy. 

As m the ease ol coal, llic .idmimsiered 
prices for kerosene*. LEG and high speed 
diesel (II.SD) allows for a huge subsidy to 
them This subsidy geneiai.s disioiiions 
in the patterns ol cuiisuinplionol pioducis 
(tor example.diesel cars ail siionglv pre- 
Icrredovei petrol cars thank.'- loihedilleieii- 
tiiil piicing), and d.iiiijicns private secior 
participati 'ii in these products, fhe distor¬ 
tions ultimately atfcct the consunici in 
leims ot higher puces ot [iioduci.s Ihc 
following policies need lo be consicleicd 
to help III belter manageineiit and utilisa¬ 
tion ot our diumcstie rcsouices and scaice 
capital. 

- Adjusted import parity pricing for 
pctiolcuni products at the re(iner) g.iie: 

- Indigenous crude oil to be icccivcd by 
lefineries at international prices ,ind 
imported crude at import |)aiii> /iricc'. 


- Dismantling the administrared pricing 
mechanism in oil sector in phases; 

- Treating the hydrocarbon sector on par 
with other infrastructure sectors for fiscal 
incentives. 

There IS a huge gap in the demand ami 
supply of natural gas in the country. Thus,' 
an economical and effective utilisation of ail 
available gas should he the guiding principle 
of gas policy. A greater reliance on market 
mechanism is desirable to ensure effective 
utilisation of Ihc available gas. in the past, 
we have fixed the price and quantity 
allocutions. These allocations are 
distortionary. in Ihc scn.se that many who 
want gas at stated prices are unable to obtain 
it, and many who arc allocated the gas fail 
to use It. The price of gas should be the main 
vehicle of al locating scarce gas to the highest 
prixluclivity applications. Gas policy needs 
to be changed as follows: 

- Fix a price and .scrap quantitative alloca¬ 
tions with the exception ot existing 
commitments; 

- introduce private vector in distribution; 

- While the price ol gas may vary from 
point to point, there should be a single 
pnee toi all irscrs at any one point. 


Non-Co.nvi.s'iio.sai. Eni,r{;y Smtok 


India has a long history ol supporting the 
devclo|)ineni and use ol non-convciitional 
energy soinecs (NBSs) Unlortunately. its 
spteud has made little impact on the total 
energy scene The reasons are their 
unattractive economies and some institutional 
cunsiiiiint.s Among s.inous NES. biogas is 
a commuiily used re.source in rural areas. 
However this is a medium-icrm option of 
limited .scope. Today, at the end of 40 years 
otencoiiraginggobargas,thereare2 Smillion 
plants. The full potential is 14 million plants, 
.It one for each family which owns more that.' 
three animals hven it all 14 million plants 
were installed, we would save only 15 million 
tonnes of coal equivalent per year. Another 
problem is that as people become more 
affluent, they may not want the bother of 
the daily management of dung. 

The cost ol wind power is very high, at 
present. If the ,SEBs are asked to purchase 
wind power ut a fixed price whenever genera¬ 
ted, It is not ecununiically viable. If wind 
power is fed into a grid at off peak hours, 
It should be valued at otf peak power price, 
which is imieh lower. Once this is done, the 
economics ol wi nd power would be adversely 
at teeted. Sol ar t hermal applications have not 
found better market because of the various 
subsidies given to other fuels. 


IV 

Tran.spurt and Communication 

Transport isacrucial infrastructure needed i 
fur the developmental process. Good 
transport facilities reduce costs and time to 
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move goods and people. These savings are 
obvious. Not as obvious are the benefits that 
consumers and producers derive when 
transport costs are reduced and markets get 
micgrated. The social returns to transport are 
very high and therefore, public sector 
'presence has been necessary. In addition, 
this sector is capital intensive and projects 
have long gestation periods. For these 
rea.sons. railways, construction of roads, 
much ofinter-cityandintra-city bus transport 
and airlines have been under the public sector. 
Only trucking and shipping were open to 
private operators. Only after the reforms 
have we started thinking about private entry 
m all ureas of transport. 

Railwavy. The lack oi adequate invc.stmcnt 
to augment mil way capiicit ics has made Irni ns 
overcrowded and goods movement 
unreliable. An irrational hire structure is 
re.sponsihlc for the paucity of funds. An 
important probiem that has a serious 
implication loroiircncrgy consumption and 
oil imports is that over the years, railways 
,are losing their share even in long di.siancc 
freight traffic to trucks. A truck consumes 
SIX to nine times us much die.sci as railways 
per lonnc-km ot goods movement 

Following the process of liberalisation. 
Indian Railways have conic up with new 
strategics to incicusc their share in nodc-lo- 
nodc connections. The strategics include 
establishment of inier-modiilconncclion.sby 
the Container Corporation ot India 
(CONCOR), leasing brake van space to 
private parties, the "Own-Your-Wagon” 
Scheme, and the BOI.T .scheme for private 
puHicipation Rules have also been simplitied. 

However, private participation has not 
been very enthusiastic so tar. The mam 
apprehensions of private parties appear to 
. he the low or iinceiuin return on investment 
(for BOLT schemes) and a voidable 
administrative delays. C'ONCOR should be 
madetoopcmtcinacompctitivccnvironmenl 
by allowing private parlies to provide inter- 
modal connections. 

Running icliahle container trains between 
impuitant cities as per prcspccilied 
schedules can capture the growing road 
freight traffic. This will also drastically 
reduce luei consumption. Passenger larc 
structures should be cost ba.scd without 
sub.sidics. A percentage in fares may he 
charged for" long-term capacity 
augmentation. Finally, given the henclicial 
characteristics ol railways in terms of 
energy consumption and carbon dioxide 
emissions, joint implementation has been 
identified as a very important strategy lor 
attracting foreign investment in Indian 
Railways. 

Roads find road iransforlalion? A 
liinajonty of the Indian roads arc highly 
congested, have ptmr quality and are poorly 
maintained. We have illustrated that 


congiestion and Voor maintenance have high 
costs, and can be avoided by proper policy 
action such as encouraging private sector 
participation. The poor quality of the 3 km 
stretch comieciing Indira Gandhi Institute of 
Development Research to the Western 
Express Highway in Mumbai is estimated 
to cost Rs 6,00,(K)0 per month in terms of 
additional fuel consumption by the vehicles 
plying on it, when it could be repaired lor 
less than Rs SO.OOO. 

Recent reforms in roitd sector were intended 
(o attract private mvcstincnl. but have not 
had much success so fur. Private parties 
appear to he concerned about the low or 
uncertain return on investment, cost 
escalation caused by iincontrollublc 
administrative delays and lack of consistent 
and committed policies by the authorities. 
For example, due to administrative delays, 
the cost of the first pnvaie road (the Raii- 
Piihampar road) e.scalatcd from Rs 2 crorc 
to Ks 7 ciorc. Similarly, the private parlies 
who bid for the Punc-Miimhni expressway 
are now worried not only by the delay but 
als(t l-s the change in the policy of the 
government which is now improving the 
existing highway. To avoid unnecc.ssary 
delays, it is suggested that the government 
should first carry out u detailed techno- 
cconomicstudy ofthc projects before inviting 
private parlies. It should also follow 
committed and cnnsisiciu policies. In the 
case ol risky projects, new government 
private partnerships should be lorincd to 
instil conlldcncc in private parties. The slate 
road transport undertakings, with a few 
exceptions, are lacing serious financial 
constraints. They should be made 
autonomous in order to enable them to charge 
rationalised cost based tares. 

Urlwn transport'. Wc have found that there 
has been a tremendous increase in vehicle 
population as cities grow and that 
improvements in road structure arc not in 
tunc with the growth of vchiculartranic. The 
share of public transpoiialion .sy.stems in 
urban passenger traffic has come down in 
Indian cities. This has rc.sultcd in severe 
congestion and pollution. 

The urban trunspoii undeiiakings in general 
are making losses as they charge very low 
fares. While some level of subsidies may be 
jiistilicd to urban bus transport due to its 
environmental and dceongestion benefits, 
the level of subsidies arc very high. Also il 
dceongestion and environmental subsidies 
arc to be given to bus users, these arc belter 
implemented using a pollution and 
congestion lux imposed on ears and imeks. 

To os'crcoinc the alx'vc problems, speed, 
comfort and reliability of public 
Iransporiaiion systems should be improved. 
Public transportation III India isovcrcrowiled 
and inadequate to meet grossing irasel 
demands. Fast and luxury bus services should 


be used to capture the traffic by intermediate 
public transptirl modes .such as taxis and 
autonckshaws. Ideally, rationalised fare 
structure based on long-run marginal cost 
pnnciples and with minimum subsidy should 
be encouruged to improve the performance 
ol these systems and to augment capacities 
in the long run To achieve this, it IS necessary 
to make the transport undertakings 
autonomous and encourage private 
parlicip.ation 

Civil aviation: CompelUion piovided by 
pnvate air o|)cialors. howsoever meagre, 
.scorns to have challenged the pndool Indian 
Aiilincs and one sees .i perceptible 
improvement in its pcriormaiicc Yet the 
hbeinlisation process has not lieen very 
succcssliil This i.s <luc to the lai k ol coherent 
and consisient policies Rcstiiclions on 
reallocation ol aiicialts wiihin dillcicnl 
airlines, on import ol aiicralts. .md on the 
entry ol big pluycis should be removed 
Existing facilities such as the aiiporls, 
niamicnance and servuing ccnlies and 
trai ning schools should Ih* made autonomous 
and open lo all airlines, who siunild all pay 
lot SCI vices received. Wilhllieseiesiriclions, 
private uiihnes cannot compete t.iirly with 
Indian Airlines These faciliiu's .iicex|iensi vc 
and Indian An lines h.is .in nnlan advantage 
over the use ol thest lacihiies and thus ovei 
the neweomeis. 

('ongeslion ol polls ;iiiil delays arc 
signilie.iiil haiidieai's to oiii exporters. 
Furiheimore. Indian |)oms have low 
prodiicttviiydiieloohsolctecqmpinenl.'niey 
should be iiKKlcmiscd . 111(1 inaile aiilonomous 
or privatised lot inoic lompeiinon Foil 
capaeilies e.iii be increased h> developing 
many small oi hig pons I’lu.itis.iiion ol 
ports is lelalively c.isier .is dcvclopiiu'ill ol 
one pon IS indeiieiidrnt ol ihc devcio|imetit 
of anothci 

Recent moves bv dilleieni state 
governments to develop m.iny sni.ill ports 
by private p.iilics arc a right step m this 
direeliori However, it li.is been lepoiicdthat 
the leeeiii reloiins m ports sector do not 
provide tor coiistniction ol additional 
facilities lliroiigli private mvestineni, v'hieh 
has led lo no significaiil capacity g'eneralion 
111 ports Heme, .imciulmcnis lo laws aie 
necessary lo pc'rniil projects lo he taken up 
on a Hf)T basis in (xiits. The excessive 
labour .iiKlassoci.iledumonpioblcnis should 
beiackicd b> iiiili.iimL'.noluni.Myiciueiiicnt 
.schetne ,ind checking Ihc powei ol labour 
unions. 

C'ciiain rctoims have receiilly bc'cn 
uiinoiiiiced lor nimimising the pioeedural 
foimaliiies III shipimie seeloi Mulii-mml.il 
n.iiispi'it IS now .illowcci foi pioviding iiiler- 
modal Loiiiic'cluins Hovsevci. this scelor is 
higlilygovcii.ioctilcoiiliiilled.iiidpioiccied. 
The "cost phis" loimul.i .idopied by the 
.Shippingfilljxii.iiii'll()! India l(ir|iricmg its 
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services (especially to the oil industry) 
requires modification as it conceals 
in^iciencies of operation. To ensure best 
service at lowest cost, foreign collaborations 
and investment should be pursued. More 
private parties should be encouraged to 
register as Multi-modal Transportation 
Operators. 

A transparent policy framework is 
necessary for active private sector 
participation. Competitive bidding and 
benchmarking should be consistently 
followed. Allocation of risks should bcclearly 
specified. Government private partnerships 
should be used to provide a beginning in 
highly capital intensive risky projects. Long¬ 
term savings in LIC, GIC, Provident Funds, 
etc. should be exploited for providing long¬ 
term tlnance for infrastructural projects. 
I.x>ng-tcrm debt instruments, in the line of 
the recent bonds issued by IDBI and IFCI, 
should be developed and given tax 
concessions. 

Insurance services should be reformed so 
that it will be easier to bring funds from the 
insurance sector into the capital market. 
Foreign investment should be attracted in 
the infrastructural sector by placing them on 
a special f«)t ing. Tlic proposed Infrastructure 
Development Finance Company should be 
designed to function autonomously, and 
should have powers to offer various forms 
of long-term financial instruments. 

Unnecessary legal tormnlitics should be 
removed. A specialised legal fiamework lor 
private cntiy in infrastructure financing 
should be developed on the lines of the BOT 
law of the Philippines. To ensure unbiased 
regulation of this sector, the functions ot 
operation and regulation should be .separated. 
Independent regulatory authorities should 
be created to govern bidding and selection 
of parties fur various projects. 

TfcLECosi Services - Poor Record 

Telecom development in India h.is been 
hampered by a mistaken notion on the part 
of our planners that the telephone is a luxury. 
That telecommunication is a entical factor 
of production, with a key role to play in the 
transformation of productivity of industry 
and services across the economy, was not 
fully appreciated, in this role, telecom is 
intimately linked up with computer 
tccKnology: good telecom facilities make it 
possible to implement sophisticated computer 
networking, which deliver pi (xluclivity gains. 

The progress of the telecom sector is often 
measured by the number of telephone 
connections given out. A fuller picture is 
obtained by looking beyond handsels to 
telecom facilities for computer networking, 
and by measuring the quantity, quality and 
priccuf telecom services in Indiaascompared 
with international standards. On all these 
measures. India's telecom .sector is in 


extremely poor shape by world standards. 

The quantity of telephone connections and 
computer networking facilities in India today 
is around one-tenth of those seen in countries 
with similar economic development as India. 
The quality of these lines, in dimensions of 
uptime, noise, and success in placing calls, 
is inferior as compared with world standards. 
Finally, prices of telecom services in India 
are often hundreds of frer cent above the best 
pric'cs seen in the world. 

In a fuller examination of India’s economic 
policy formation in the 1990s, telecom is 
conspicuous for the lack of economic analy.sts 
underlying policy formulation. In numerous 
other areas, such as the leduction of trade 
harriers or domestic entry barriers, 
government policy in the 1990s has 
succcsslully impnrved micro-incentives in 
the economy even in the Itice of opposition 
from those who stand to lose from these 
policies. Telecom could be a valuable 
ingredient in a more productive economy, 
but it has proved to be an area where the 
status quo of policy formulation has been 
shaped by the intciests ot the incumbent 
monopoly, namely, the department ot 
telecommunications fDOT). 

Our failures,apart tromthc misconception 
of the nile of telecom lacilitics. Mow directly 
ns a consequence ot the direction adopted 
by telecom policy in India. India’s iciccom 
policy has i'icun controlled by the incumbent 
monopolist, DOT, and has all too oltcn 
rcticctcd their revcnuc-maximtsing 
objectives. This is visible in a host of policy 
failures, ranging fiom the ab.sencc of 
competition in long-distance communica¬ 
tions, the concept ot large licence lees that 
are required for giving out pcnnissions for 
entry into mobile telecom and basic services. 
rc.striction.s upon computer networking, 
licence fees being charged in a host of areas 
where government isnot involved, etc. DOT, 
therefore, is a public sector monupoli.st and 
acts as one. The consumers suffer as much 
whethcpthey are exploited by a private or 
a public monopoly. Government needs to 
regulate a public sector monopoly as iiiuch 
as any pnvatc sector monopoly. 

Economic policy should aim to maximise 
the interests of telecom services Iboth 
households and firms) as opposed to the 
incumbent monopoly, and policies should 
ideally encourage the adoption of new 
technologies instead of throwing up harriers 
to their adoption. The economic analysis of 
regulation in an area like telecom suggests 
that elevated prices on the part of the 
incumbent monopoly arc the key problem 
that policy-makers should address. The 
regulatory framework could include vehicles 
like competition or ceilings upon prices or 
rates of return. 

Licence fcc,s paid by new service providers 
arc incompatible with the regulatory objective 


of keeping monopoly power in check, and 
mini mi sing the costs to houschtilds and linns 
of telecom .services. Instead, licence fees 
serve to worsen the prices of telecom services. 
For an analogy, imagine a world where the 
Enron project was charged licence f«« for 
the privilege of generating power on Indian 
soil. Any such licence tec would only serve 
to dnvc up the prices of electricity .sold by 
Enron. Fortunately, the debates over F.nron 
in India have never suggested that any .snich 
fee should be charged. The debate in India 
has f(Ku.scii ii|x>n the pnees t hut Enron would 
charge the riiial consumer, and how these 
could be reduced. In that same spint, the 
basic telecom services tender should isolate 
companies who can deliver basic services 
to India's cili/ens at the lowest possible cost, 
and free India’s citizens from the monopoly 
pricing regime that they currently live under. 
Licence fees directly worsen the prices faced 
by households, and arc hence one step 
backward. 

More generally, the tendering piocess 
should always aim to isolate the vendors 
who minim'sc the prices charged to India's 
users ol telecom services, nol the vendors 
who maximise the Ices paid to the Indian 
govemmem. 

The objective of prolceiing monoi'Kily 
prolils In one area, such iis domestic long¬ 
distance calling, has oltcn led the iiu uiiihcnl 
monopoly to place barriers in the face of the 
progress of new icchnologic'i, siii h as 
computer networking, since it is Icit that use 
nt nunc resourcc-etficieiii nieihods like 
electronic mail would diminish the revenues 
obtained horn domestic long-dislance calling. 
This policy siancc is exactly as harmful as 
one where India's petroleum ministry threw 
up biirncrs to fucl-cl ficicm cars because they 
n'duced sales ot petrol. 

Environment 

Environmental (irohlcms have become 
serious in many parts of the country, and can 
no longer he neglected. Environmental 
problems in a country arc affceicd by the 
level of the economic development, 
availability ol natural resources and lilesiylc 
of the population. Poverty presents special 
problems for .1 heavily pojiuiatcd country 
with limited resources. We cannot ulford to 
go on ignoring environmental issues, as it 
miiy result in bcctimi ng more ctistly to .society, 
through some problems reaching a point of 
total disaster, clainiing a heavy toll of life, 
prrxiuctiviiy and quality of lilc in general. 
The growing activism of voluntuiy agencies, 
an explosion of public inicre>t liligatioii and 
the active inlcresl shown by the courts to 
redress the situation, all call for a better 
implementation of existing laws as well as 
new regulations. 

Urban air quality has deteriorated in all 
Indian cities. In particular, air pollution in 
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our metfopoliuin cities has reached i nioierable 
levels. This reflects a combination of 
vehicular and industrial emissions. Vehicular 
pollution is related in the failure of public 
transpon to cope with the transportation 
needs of the population, to the poor pollution 
standards of vehicles sold in India, and to 
the extremely poor pollution standards of 
older vehicles on the roads. 

Even the rural population is not free Irom 
the ill effects of air pollution. Rural population 
use substantial quantity of non-coinmcrcial 
fuel. i c. crop residues, animal dung or wood. 
Air pollulanis due to biofuels arc largely 
released directly where the people arc inside 
or near homes at meal times everyday. Ttie 
atiKiunt of health damage per unit of emi ssion 
for pollution released indoors can he more 
than a thousand times greater compared lo 
that Irom a smokcsuick outside a town. 

Pollution ot water is another growing 
problem. Discharge of untre.itcd sewerage 
and industrial eflltienls in water bodies 
including in some cases, groiindwatui. have 
made water until for drinking and bathing. 
They aggravate the health ol the poor who 
cannot afford to take defensive me.isiires. 
They also aficci the rich in less direct ways; 
fniitsand vegetables are groun with nnireaied 
water, and lish Irom such areas are diseased. 
As much as 2H percent ol the urban [Hipulation 
do not have otg.inised piped water. The 
situation in rural .ireas is worse as almost 
all surface water sources aie coniaininaicd 
andiitiltt lorconsunipiKiii.either hy humans 
or animals. In addition, dcleiioiaiion ot 
village commons, dcloreslation and sod 
degradation are other major environmental 
problems that affect a huge pait ot the 
population diiecily. Finally, lo.ss of bio¬ 
diversity in out llora and l.uma is a serious 
loss ol national we.ilili. 

Ail polhitioneun cause rc.spiraloiy illness, 
rc.spir.iiuiy death, materials damage and 
visibility loss. .Several health clfccts arc 
suspected, like respiratory inicelioii in 
children, chionic lung diseases and lung 
cancerm adults, .idvcrse pivgnancy outcomes 
lor women cxjuiscd during pregnancy, such 
as low birth weight and .stillbirth. Exposure 
to lead, thanks to leaded tiicl which is still 
prevalent i n I nilia. i s associated wit h t eiluced 
inielligcnee among growing children 

Emissions from loiKled fuel-driven vehicles 
account lor about 95 per cent of air home 
lead |H>lhiiion. They also c.iiise suhsianiial 
damage to health and pioperty The growth 
of motoi vehicles in the last tlirec decailes 
in Indi.i has been almost times Tlie 
coiieenlralionol pollution ispaiticiilarly high 
es|x.‘cially on the highway road signals and 
Iraflic juneiio'is Tlie level ol Siispcniled 
Particul.iie Mallei tSPMl. which c.iuscs 
respirainry di.sea.scs. exceeds the sale levels 
hy many lures Foi redueini! .iir pollution. 
It IS csscniial to introduce rapid inas.s transit 


system in the urban areas, to improve fuel 
clTtcicncy and emission control stamlards of 
vehicles, and to reduce the transport needs 
hy better urhandesign coupled with improved 
means of telecommunication. 

Due to inadequate sewage disposal 
facilities, relii.se invariably gets mixed with 
open watcrrcsoui'ccs, leading to water-home 
diseases. Rivers arc highly contaminated for 
many kilometres following each major city 
m India. The diseases cominuiily caused due 
to contaminated water arc diarrhoea, 
trachoma intestinal worms, hepatitis, etc. 
I icalth ha/.ards such as malaria, filariasis and 
even epidemics such us cholera can spread. 
Eighty per cent of the children m villages 
suffer from parasitic heliiiinthie diseases 
caused through mixing of human waste in 
open water sources. Recent Woi Id Hank and 
World Health Organisation (WHO) d.ilu 
show that about 21 per cent ot all 
comtnunieahic diseases tn India (11.5 per 
cent ol alldiscases)aiewaler-boniedise.isc.s 
Poor sanitation generates health lia/.aids 
Ihiough several routes. This includes direct 
ex|Hisure to feces near homes, coniainm.'ited 
di inking water, ingestion of fish Irom |K>lliiled 
water .iiui ingestion ofproduce that has been 
Iciiilised by waste water The prohlems ol 
laige nieiropolilan cities have grown 
liemendinisly in the last 40-45 years There 
IS an increase ol 3b |H'r cent in urban popula¬ 
tion in one deeade, without a corresponding 
iiK'i ease III in vest inent to augmcnl or improve 
ihcir w.itcr supply and/oi sanitation system 
As ol loiiay, only 64 percent |K’ople in urban 
areas have sewage facilities. 

Taking an average tlgurc of 0.5 kg per 
capita per day of retusc generation, the 
quantity generated in large ciiies with a 
popiihition of a million or above will exceed 
500 lonnes a day. Thu.s it is clear that 
systematicelfori.s will he nevded lorefleelive 
disposal ol waste. With mereased income 
and icsiiltingehangc ineon.sumpiioii paiiern, 
ilu'composition ot w.isle changes Irom bio- 
dcgi'.id.ihlc organic m.aicnal lo plastic and 
other syniiieiic in.iieiials. which take much 
longer lo decompose. These solid ivasies 
atli.icl lodenis and Hies, when not collected 
and disposed of elfieiently and elleclively. 
which ihcn spread diseases. 

These wastes can be utilised, alter sorting, 
to eeneiate energy and usetui resoiirecs hy 
w'.iy of conipo.sting. veriniconiposi and 
an.ieiohicdige.slion. It isesiimatedthal urban 
miinici|).il wastes isolid and liquid! have a 
poteniial to generate up lo 1.000 MW m 
electriciiv Industrial wastes coiiiiiig Irom 
d.iiiies. distilleries, tanneries, pulpund paper 
and food piocessin^ industries have the 
potenii.il lo gcnei ate about 7(K) MW ol |hiw cr. 
I iiiwes ei but ning wastes, which may contain 
pl.isocs. would cause air polluiion. 

Fin.illy. wc must ensure that industries 
olK'y stand.irds for air emissions and water 


effluent standards. The pollution control 
boards need to enforce laws in this regard. 
However, we necdtoseriously considiu'more 
cost-effective economic instruments to deal 
with industrial pollution. These methods 
would obtain objectives of pollutton control 
at the minimum possible economic cost. 
Taxes are one alternative here, and the major 
ultem.'iiivc is to use emi.s.sion quotas which 
arc traded on financial markets. Wc mu.si 
develop these instruments quickly as wc 
need them in India today with great urgency. 

India has 18 per cent of the world 
population, 15 |x:rceniof the world livestock, 
hut only 2 per cent of the geographical area. 
1 per cent of forest area and 0.5 per cent 
pasture land area. Per capita uvuilabihiy ul 
forest in India is 0.08 ha. which is around 
one-tenth ol the world average ol 0.8 ha 

InJiahii.saiuiesiarenoffi4.0l Mha, which 
constitutes only 19.5 per cent of the i.irgel 
total land aie.i of 33 per cent set in the 
National Forest Policy Resolution ot 1988. 
A large p.in ol these forests arc highly 
degraded. Aeiually. the closed toiesi having 
forest cover density of 40 per cent or more 
IS upproximaicly only 11 per ecm of the 
country's total landaiea The average annual 
production ol woikI per hectare is 0.7 cubic 
metre as compared to the world average ol 
2.1 cubic metre and tiK total estimated Jiiiuial 
increment of growing .stock was 1.24 per 
cent in 1987. It has been estimated that about 
157 M lonnes of tirewood arc required loi 
lucl every ye.ir by the rural population, 
wlicreas ihc lecorded producliun is only 58 
M lonnes The rest of the demand is met by 
illegal loping, culling and encroachment of 
Ihc forest 

Thu.s. the pic.s.suie on exi.sting toie.sts is 
quite high in India at pre.>-cnt. with high 
population density and a very low pei capita 
Idlest area. A wide range ol lloia and fauna 
are last disappearing as then natural habitats 
are gelling destroyed. This lurlhcr 
iminiverishes the reinaining Indian forests. 
Though iheie i.s an inerensmg trend in arcus 
and quality o| forest. Uiere is a need lor 
ma.ssivc rcforeslaiion progiitiumcs. control 
over hacking and grazing and provision of 
cheap fuel through ullcinaiive leehiiologics 
such us .solar power or bio-gas pi mts. More 
kerosene should he made available to s.ive 
Ihc lorcsts Irom denudation. 

India has a rich heritage of species and 
genciie strains of llora and fauna. Overall 
8 pcreciii of world N|K*cicsare tound in India, 
it i.s estimated on the basis of data that India 
is lUih among Ihc plant rich countries. I llh 
m terms ol number of endemic species of 
higher vciicl>r.ites and sixth anaing thceenii es 
of diversity and origin ol agri-bto-diversity 
iniheworld.Outoflhctoial l2hio-diversily 
hot-spots in ihe world. India has two. one 
in the north-east region and the other m tlie 
Western Ghuis. 
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But as the forests become bare, many of 
these are fast becoming extinct or coining 
to the verge of extinction. These species and 
varieties provide a challenge to geneticists, 
animal behaviourists, botanists, rooiogists. 
economists and many others who have a lot 
to learn about and from them. About 1.143 
animals comprising 71 species of mammals, 
88 species ofbirds and five .species oi reptiles 
are rare and endangered wild animals. Many 
plant species, which have forests as their 
sustaining source, arc uls«> disappearing 
rapidly. In order to preserve them, special 
bio-reservcs should be created and 
maintained. In the preservation of bio¬ 
diversity, large contiguous sanctuaries arc 
tar more useful than isolated pockets ol 
smalt sanctuaries. It is also easier to focus 
a preservation effort on a lew highly 
prominent sanctuaries i nstead of uealing with 
numerous, part-degraded reserves. 

What we need to recogni.se is that pressure 
of population growth is a transient 
phenomenon whereas losing oui bio¬ 
diversity IS a permanent and irreversible 
loss. Rapid economic growth can create many 
non-agnciiltural |<>hs and eventually relieve 
the population pressure. There is no way to 
recover lost bio-divcrsiiy. Thus, even lor the 
sakeot the environment, we need strong and 
rapid economic growth. 

Out of our total land area ol around 330 
million hectares, some 64 million hectares 
arc under forests. Ol the remaining, which 
includes mountains, deserts, cities, etc, the 
estimate of degraded land vanes and goes 
to numbers as high as 1.10 million hcctaics. 
.Since "degraded” IS mil defined, one e.stinialc 
IS untortiiiialcly as good as another. Il is 
noiieiholc.sstlcarihai subslantial degradation 
of soil docs lake place and il im|io.ses a cost. 
Il IS repoilcd that the loss of one mm ot .soil 
from a cultivated area could lose 10 kg ol 
nitrogen and 2 kg ol phosphorus. 

I'hc main cause of degradation of common 
properly resources (CPR) has been use by 
villagers (grazing,cuitingtrecs.cic)incxccss 
of iis rcgencrulivc capacity. Since the CPR 
belongs to everyone, each feels that if she 
does not use ii. someone else will. 
Regeneration of wa.stelund, particularly CPR 
of communities has been shown lo be feasible 
and economic. The main elenicni of such 
regeneration schemes is a just and well- 
defined scheme ol sharing the costs and 
benetits from regcneraiioti of land and 
availability of finance. 

The production of any ecomunic good 
requires both nian-inadc capital and natural 
capital. The degradation of natural resources 
or a loss in the quality of the environinciit, 
imposes a burden on the present and ihe 
future generations. Therefore, there is need 
to know how much ot our natural resources 
we have used up, and how much we leave 
behind. 


Such accounting of environmental resource 
use docs not normally take place in ihc 
process of economic activities because the 
costs of environmental degradation and 
rc.source depletion are not borne by the 
economic agents who cause them. Thus, as 
a community, naiion and world, wc should 
keep track ot our resourc e base and the slate 
of our environment. This system of natural 
rc.source accounting should be sci up lo 
monitor what is happening to our environ¬ 
ment and wliut it means in economic icrms. 

V 

Agricultural Development: 

Subsidies and Reforms 

Indian agiiculuirc contributes about 31 
per cent of ihc nation's gross domestic 
prrKiuct, but engages almost 67 jicr cent of 
the labour force This persisting iiiubiliiy of 
Ihe re.st of the economy to absorb labour 
Irom agriculture is a challenge that India 
must meet in the near tuiurc. Tlie reforms 
arc expected lo accelerate growih rates and 
the rate of employment creation in the iion- 
agrieulturul .sector. This should also cnsuic 
a better standard ol living foi Ihe iiiral {HKir. 
Rural (Miveriy allevialion has traditionally 
depended on policies that promote 
agricultural growthandcmpluymciU.Tolhat 
exient India's purlormancc in agiicullurc 
affects the .scenario of rural dcvlopmeiii and 
reduction in rural poverty. 

The perlui munce ot Indian agriculture has 
been remarkable. The periodic prognosis ol 
starvation and hungei has proved false. 
Agnculturui growth rate was 3.2 per cent 
during 1960s. 2.2 per cent during 197()sand 
.3.4pcrccntduring I980lo 1994, PiMidgrams 
account toi 30 (icr cunt of all agiiculiural 
production with nee being Ihc largest crop. 
In .spile of norma' rainlall in 32 out of 35 
sub-divisions iliii ng 1995-96. foodgrains 
production is down by more than 3 (icrcent 
this year, and overall agn-produciion is down 
by 0.2 per ccni. Next year's lorcca.st is for 
a net growth ol more than 4 per cunt in 
agrculture. 

While reforms liave not directly touLhed 
agriciilluie except lor some changes in 
lcrtiliscr.su bsidics, agriculliiral .sector reforms 
cun no longer be posqiuned. Priurlocconoimc 
iclorms.uproicciumisi industrial policy and 
a trade policy lavotiring industry had skewed 
the terms of trade against agriculture. 
Disprotcction rates (defined as Ihc excess ot 
world prices over domuslic prices) were as 
liigh .'IS 34 per cent for rice, 30 per cent for 
protein feeds and 12 percent tor wheat. This 
disprotcction was sought In be corroded by 
input subsidies and output support prices to 
lariticrs. A regime of low input prices 
(through input subsidies to farmers) and low 
output prices (through food subsidies to 
consumers) was followed. On balance 
however agriculture has been disproiccied 


in spile of these counter mca.sures. Tlie 
Coiwin Eumtmic Memoriindum (CEM), 
publishcil by the World Bunk, estimates the 
overall dispiolcciinn to be down from 30 per 
ceni during 1970-1984 to 9 per cent during 
posl-relorin ye.iis. 

I'hc ugnculiuial subsidies have however 
reached liscally unsuslainable levels. 
W iihdrawal of (hese subsidies increa,scs food 
prices, and hurts the small .ind marginal 
farmers the most, since ihcy have very little 
mnrkciable surplus and would not lienclit 
from any output puce increases. All other 
nel purchasers of I'oikI are also hurl, including 
labourers, since wages adjust slowly to rising 
tood prices. 

Thus, while agriculUiral liberalisation is 
uii.ivoidable. il iiiusi be accompanied by, or 
lietci siill ptcceded by, a well designed .safely 
iicl lo proieei the piair. Yei there arc many 
unnecessary resiriciinns of private stocks 
and trade which must be removed. FiHid and 
Icriiliser subsidies arc part ol Ihc non-plan 
expenditure ol Ihe eeniral government. Il 
has shot up Irom a mere 8.7 per cent in 
1983-84 lo a whopping 58 5 (kt cent of ihe 
lion-plan cxpciidiiurc Apaii Irom iiitcrcsl 
on ihe naiioiial debt, suiisidics uic a major 
pan ol the iion-pluii budget. 

'I'his has resulted in a decline in public 
invesinitiii iioi only in agriculture (niuinly 
surfaie iirigution). but al.so in iiilra.struclure 
siicti as power and iiun.s|H>rt. This hurts tlie 
tarnicrs more Ilian il bcncfils them. Shortage 
ot (Kiwer olten me.inslhai farmers can operate 
tlieir luhi: wells lor only eight hours and that 
too at night. With power on tup, they could 
o|)eiuie il around the eliKk and sell surplus 
water lo their neighbours, making more 
money than they would pay in higher 
clecincily prices 

Thus, (he present subsidy regime is 
inclUcienl and cosily to liu'iiiers. With a 
safety net in place, agrieuliural trade 
liberalisation can benefit both cuiisumcrs 
and produccis. With a well lunciiontng 
infrastructure, India has tremendous scope 
lot exporting Iriiits, vegetables and flowers. 
The |M)ssibility of ex|Hiitiiig rice and wheat 
would depend on how much other countries 
have liberalised iheir trade. Tlie (oiul world 
rice trade is lypicully around 16 iiiillion 
Uinnes Normally,one would ex()cci lh.it any 
el fort to pul a lew million tonnes of ncc on 
ihc world market would bring down rice 
prices. Yei, in 1995. vs hen India exported 
5.5 million lonnes of rice, world rice prices 
increased and ncc trade reached 20 million 
tonnes. 1'his is (he outcome ol major trade 
shills by China, Vietnam and Indonesia, 
which logether inefeused Ihcir net imports 
by 6 million tonnes, flow long this will 
coniinue is hard to .say. The Fixid and 
Agricultural Organi.sation (F'AO) expects 
total ncc trade to fall to 17 iiiillioii tonnes 
in 1996. 
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VI 

Poverty and Public PoHcy: 

A Mixed Record 

Poveny has persisted, despite all our 
rhetoric. Even after SO years of effort in 
tackling poverty, more than 200 million 
remain pour by any measure. Reforms 
required the dismantling of a policy regime 
often justified in the name of the pour. It 
also involved .significant changes in relative 
prices of various good.s and relative 
profitability of different sectors. This was 
bound to have an impact on poverty. It is 
natural to ask, what have the reforms dune 
to the level and depth of poverty in the 
country? 

While there arc many alieriiativc ways of 
measuring poverty and while there arc also 
nun-incomc dimensions to poverty, we 
employ the commonly used measure of 
propoition of persons below a defined po vciy 
line. Even in this head count ratio, as it is 
called, there arc ditfcrcnccs among 
researchers as to how the poverty I me should 
be adjusted to account for ch.'uigcs i n inilation 
and relati vc prices o ver di fterent periods and 
acrussdiffcrcnt stales. An advuntageof using 
the head count ratio is that these cstimaies 
arc most widely known. The poverty line 
was defined at 1960-61 prices to be Rs 20 
per person per month for urban areas and 
Rs 15 fur rural areas, enough to provide 
2,250 calories in urban and 2.400 calories 
in rural area per day. 

In the post-reforms period nitui poverty 
increased significantly in the first two and 
half years of the reforms beginning in July 
1991. As compared to 1990-91 (prc-rcfoiin), 
mral poverty at 39.7 per cent was higher by 
two percentage points in 199.3-94. Urb,in 
poverty increased in 1992 and 1993 before 
declining significantly in 1993-94 by four 
percentage points to 30.9 per cent. These 
differences arc within the error limits and 
the tluctuations due to rainfall. 

The wholesale price index and consumer 
price index for agricultural workers showed 
an increase in 1991-92. Higher agricultural 
prices provide higher incomes to farmers 
who have a marketable surplus. But by large, 
the p(Kir are net purchasers of food and they 
suffer, in addition, the poor arc also hurt 
because agricultural wages adjust to 
agncultural prices with .i time lug. The 
increase m rural poverty was higher than 
urban poverty in the first few years. Thus 
the adverse impact of agricultural output full 
and price increase was more than that of 
contraction of economic activity. Another 
reason for increase in rural poverty could be 
the increase in the issue price of foodgrains 
through the public distribution system (PDS) 
and the consequent narrowing of the price 
difference bet ween the open tnarketand PDS 
issue price, particularly since January 1993. 
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The urban poverty decline in 1993-94, 
compared to previous two years, could be 
due to lower inflation, relaxation of fiscal 
compression, significant increase in expen¬ 
diture on employment programmes and 
belter food management. Severity of both 
urban and rural poverty declined as measur¬ 
ed by the FGT index which measures the 
.severity of poverty. Thus, changes in 
poverty were more likely to be due to 
agricultural pcrfonomice. management of 
the food economy including food prices 
and stabilisation measures rather than the 
structural adjustment. However, in the 
first few years it was difficult to distin¬ 
guish between some of the stabilisation 
measures and structural adjustment related 
reforms. 

Other mca.surcs of poverty arc real wages, 
unemployment and subjective feeling of 
hunger. All these measures showed more 
optimistic trends. In 1983, the proportion of 
the rural households whichclaimed that they 
had two square meals per day was 81 per 
cent. In 1991. this percentage was 88 per 
cent. By the end of 1993, this proportion rose 
to 93 per cent. Per capita availability of 
liKidgrains has been rising since 1993. Real 
wages also have improved, it is difficult to 
say whether reforms have adversely affected 
health and education in the 1990s. One can 
give broad indications based on public 
expenditures on health and education. Many 
studies have shown that social sector 
expenditure declined considerably during 
the first lew years of the reforms and this 
could have adversely affected human 
development indicators. In any case, India's 
IK'rlbimancc in human development is very 
poor. Out of 174 countries, India stands 
135th on the human development i ndex scale. 
However, there arc great regional disparities 
within India. 

Whether poverty has increased or 
decreased, there are still many poor people, 
and we need to take anti-poveity measures. 
Since the needed expenditure is large, they 
should be cost-effective measures. The 
government has a variety of anti-poverty 
programmes. Often the PDS is considered 
the most important among these. Many 
empirical studies based on the 1986-87 NSS 
data on PDS purchases have shown that poor 
were not benefiting much from the PDS. 
Pc-ikh (19*J4) says, "the cost effectiveness 
of reaching the poorest 20 per cent of 
households through PDS cereals is small". 
The problems with PDS are leakages, 
inefficiencies of Food Corporation of India 
(FCI) in storage and distribution, and the 
narrowing of PDS prices and open market 
prices. 

Many attempts have been made to 
restructure the PDS. The latest one is the 
revamped PDS (RPDS), under which the old 
system is extended to all the 2.446 


Employment Assurance Scheme (EaS) 
blocks. An evaluation of RPDS by the 
Programme Evaluation Organisation (PEOi 
of the Planning Commission have identified 
several shortcomings in the revamped PDS 
launched by the prime minister in 1992, 
including boguscards and inadequatestorage 
and targeting failure. 

In 1996, the United Front govemmem 
promised in their common minimum 
programme (CMP) that through the PDS the 
poor would get foodgrains at half the issue 
prices. Accordingly, they announced that 
foodgrains allocation to states wouldbe based 
on their poverty ratios based on Expert Group 
(Lakdawala Committee Report) estimates, 
which amounts to 10 kgs of foodgrains per 
family at half the issue prices given to the 
poor. The distribution would be done with 
the states identifying the poor. 

The mam problem is the difficulty ol 
identifying the poor. Regional targeting may 
redistribute the grains in favour of the pour 
in backward ureas, but the poor iq relatively 
rich areas may be adversely affected. Parikh, 
Dreze and Srinivasan (1996) estimate that 
regional targeting increases the amount ul 
grain reaching the poor from 25 per cent tu 
just 30 per cent. 

There seem to be two solutions available 
for restructuring PDS. The first one is to use 
wage employment programmes because it 
leads (o self-targeting. Examples are the 
Employment Guarantee Scheme (EGS) of 
Maharashtra, the Jawahar Rojgar Yojana 
(JRY) and Employment Assurance Scheme 
(EAS). Second! y, panchay ats should begi ven 
responsibility of identifying the poor and 
managing the PDS. EGS is found to be the 
must cost-cf fccti vc as a much higher fraction 
of the money spent reaches the poor. EGS 
is also shown to have reduced the depth of 
poverty (i e. how far below the poverty line 
are Ihc poor). It cannot be expected to 
eliminate poverty because the wages arc low 
and even if one were to work for 300 days 
on EGS. one would be below the ptrverly 
line. But it is important to keep in mind that 
even when one poor person cams income 
from EGS, it is at the cost of some other 
work, which often pays even less than the 
EGS. Thus even though the nei gain to the 
EGS worker might be small, another poor 
person would replace her in the alternative 
job and the gain to the poor as a whole from 
EGS remains large. 

vn 

Consequences of Political 
Uncertainty 

Foreign investors are often troubled by the 
uncenainty of India's democratic polity. At 
every election, they fear reversals of policy. 
Our press contributes to these fears as it finds 
it profitable to do so. "After Nehni, who?”, 
"Alter Indira, whoT’ have helped sell copies. 
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Yet, (his uncertainty is not objectively 
justified. 

For SO years, the Indian democracy lias 
made peaceful transition to new governments. 
A number of different governments have 
come into power as well. Even then, there 
has beenacertainconsistency in the economic 
policies (hat have been followed. The 
difference between the policies of different 
political partic.s has been minor. The most 
radical step concerned reservation policy by 
V P Singh's government and there too. the 
policy was, in principle, accepted by the 
earlier Congress government. Dramatic 
reversals of economic policy have nut taken 
place even once, except for the reforms of 
1991 which were acclaimed by most political 
parties. Even the present coalition of 13 
parties is essentially continuing with them, 
if the pace of reform has slowed down, it 
IS not perceptible, possibly because in the 
Iasi (WO years of the Rao government, they 
had slowed to a crawl. 

Yet another feature of India's democracy 
needs to be noted. After every election, one 
feels that the voters of India have voted wi.scly. 
In many elections, we have had national 
waves. Even when the peasants in Punjab, 
Gujarat. Andhra Pradesh or Orissa do not 
talk to each other, they vote with siinil.ir 
concerns and swing the vole in similar ways. 
Therein lies the secret of India's political 
stability Despite this, one has to admit that 


the decision process in India is long and frus¬ 
trating and it is getting longer all the time. 

Deregulation has eliminated many 
bureaucratic steps inihe decision process but 
stilt too many are left. The bureaucracy and 
the politicians who have lo.st ihcnpport unities 
lor dispensing (avours, naturally cling to the 
remaining requircinenis. Wc have some way 
to go in streamlining them. Fortunately, the 
people in India have become aware of, and 
now demand, transparency. They have also 
begun to use public inlcrcsl litigation to 
question bureaucratic decisions. While this 
is a good sign and should Iciul to transparency, 
(he length of time our courts take, delays 
matters. The solution to the delays is not 
banning public litigation, but making our 
judicial prwess sjiecdicr. Even when one 
agrees that the Indian dcmocnicy follows a 
stable course on the whole and that wc arc 
moving towards greater transparency, one 
may hcconccmcd.'ihoiii the damage (loliticul 
eoinpulsiuns can do even m a short icgiiiic. 

A 13-paity minority government siipixmcd 
by a large Utli parly Iroin outside would 
find it difficult to take significant decisions 
which do not have wide support. It would 
be difficult to reverse reforms as now it is 
"reversal" which would be the radical step. 
It would be cquallydifficuil to initiate turthcr 
radical reforms. Only a gradualist movement 
IS possible. Thus .1 drastic reduction in 
subsidies is unlikely One can. howcvci. 


hope that the counter-productive nature of 
many of these subsidies fur the very people 
lor whom they arc intended would be 
undcrstiHtd by the various |X>ti(icai parties 
and a consensus for retorms emerges. In 
short, concent fur uncertainly of India’s 
political system is somewhat exaggerated. 

VIII 

l'oiiclu.siun 

This survey ol many facets of the Indian 
economy has shown its strengths and 
weaknesses. The latter cun Ik? overcome with 
.siitiuble policy actions,' which arc also 
iccounied here. It is clear lhai the reforms 
have put the Indian economy on a higher 
giuw'ih path, which it should continue to ride 
even witiuuii a lot of additional new reforms. 
The tew areas in which relonns aic still 
vitally needed, like intraMruclurc, the 
government will he forced to lake the 
ncccs.sary measures. With inorc sensible 
policies, wc ha veun opportunity 10 accclenlte 
our growth riirihci and take olf into a high 
growth trajectory. One hopes ih,it wc will 
sci/c the oppo.'tunily. 

Note 

I I'or Jclails see Parikh. Kiiil .S (IV97) India 
Develiii'/lifiil Nf/Hirl IW7. Oxford University 
I’ress and Indira Oandlii Inslilure ot 
I )cveln|iiiiciil Kese.iri li 
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Why Not Push for a 9 Per Cent Growth Rate? 

Sebastian Morris 

One quite indisputable gain of the reform has been the increasing openness of the economy. The rise in the 
openness ratio began in the mid-1980s and accelerated in the !990s, following the depreciation of the currency 
in 1990-91. However, the 1997-98 budget and the current exchange rate policy, it is argued here, will lead to 
a stagnation in the openness ratio, unless corrections are made. A bolder investment programme and a fairly 
large depreciation of the currency would lead to a sustainable growth in excess of 9 per cent. Without such 
correction, growth is likely to fall after a year to less than 6 per cent and would bring back the situation of 
a'payments problem that characterised the late 1980s. Of course, the current orthodoxy of the policy-makers 
and the RBI would have to go. 


THE 1997-98 budget is a major landmark 
in the reform of the Indian economy that was 
ushered in by Manmohan Singh’s historic 
1991 -92 budget. With growth rates in excess 
of 6 per cent over the last four years, there 
is the hope that the ‘tigerisation’ of the 
economy has begun, with India being able 
to look forward to a period of sustained and 
high growth, and the completion of its 
industrial transformation in less than a 
generation! 

Yet. there are certain basic anomalies which 
if not corrected in the remaining years of the 
century can damage or considerably retard 
the ability of the economy to quickly 
transform. With six years data covering the 
reform period being available, it is now 
possible and appropriate to take a studied 
vicwol thcproces.sesai work.Thcimmcdiate 
and obvious question that arises is how well 
has the policy, and especially the current 
budget addrcs.sed the task of bringing 
about ‘high speed growth'. It is well known 
that late industriali.salion has meant faster 
growth with the compression of the 
tramsformalion phase, so that today growth 
at a rate below say S per cent for an LDC, 
is .suspect.' 

One quite indisputable gain of the reform 
has been the increasing openness of the 
economy. The rise in the openness ratio 
began in the mid-1980s and accelerated in 
the 1990s, following from the depreciation 
of the currency in 1990-91. Our contention 
is that the present budget and exchange rate 
policy would lead to stagnation in the 
openness ratio, unless corrections are made: 
A bolder investment programme and a fairly 
large" depreciation of the currency would 
most certainly lead to a sustainable growth 
in exce.ss of 9 per cent. Empirical evidence 
indicates that exports have been the most 
important driver of economic growth over 
the last several years. Moreover, there is 
some evidence that the economy may have 
been parked well below its potential growth 
rate, so that a wise Hscal push, today, can 
take it to agrowth rate of 9 percent or more, 
without a significant ri:^ in the inflation rate. 
Without such a correction growth is likely 


to fall afler a year to less than 6 per cent, 
and would bring back the situation of a 
payments problem that characterised the late 
1980s. High growth in excess of 9 per cent 
with increasing openness would in less than 
five years vastly enhance India's bargaining 
power in multilateral and bilateral economic 
situations. If the institutional constraints on 
agricultural growth can be relaxed in even 
a few states (Bihar, eastern UP, Assam, 
Andhra Pradesh) via land reform, then the 
high growth would be sustainable fora period 
long enough to complete the industrial 
transformation in lcs.s then 15 years. 

The argument that the economy can grow 
at 9 per cent or more is developed in five 
sections, in Section I we conceptualise the 
ca.st Asian trade strategy, and show that there 
is an opportunity for a disequilibrium gniwth, 
which conventional theory would have to 
recognise once the restrictive assumptions 
ofa two-commodity world, and full utilisation 
of resources are given up. India can adopt 
such a strategy, because it does not demand 
contingent conditions suchasasupercfricicnt 
bureaucracy, a great political consensus or 
unity of purpose, a corruption free stx;iety, 
etc. Adoption of a disequilibrium exchange 
strategy would generate sufficient political 
and economic pres.suFes for its continuance 
for at leasl a decade. In Section II, we review 
very briefly the exchange rate strategy of 
India in recent times discussing its political 
and intellectual moorings. Thecausal factors 
that have determined the high growth of the 
economyinthc I980sand 1990s are reviewed 
in Section ill. The final prediction error 
(FPE) of various determining equations, is 
used to elicit the direction of cau.sation. This 
leads to an understanding that expenditures 
like investment and exports, as also 
agricultural growth and public sector GDP 
have influenced non-agricultural private 
sectorGDP. This analysis provides the basis 
for the decomposition in ^tion IV into the 
effects of the ‘exogenous’ expenditures. 
Exports and rising private .sector investments 
have fuelled growth in the mid-1990s. In 
Section V we discuss the prospects for 
achieving a 9 per cent growth rate. 


I 

Conceptunlising East Asian Trade 
Strategy 

I'hc thesis that open economics (LDCs) 
have grown I aster than tha.se less open, which 
the World Bank [ WB1987] has been inishing, 
has unfortunately been rejected by many 
radical scholars as well as by others inclined 
to structuralist leanings. Actually, the thesis 
is stronger than what studies thus far have 
shown: Openness of economies is a function 
of the structural features, principally its 
population, per capita income, and land man 
ratio, which factors can explain as much as 
70 per cent of the variation in the ratio in 
large cross country studies over many years 
(Morris 199.1). This is intuitively obvious 
since trade is more ‘boundary’-like, whereas 
GDP IS btxly-I ike. so that the openness would 
decline with country sir^;. The deviation of 
the actual openness from the structurally 
determined (fitted) openness, which is the 
Inic measure of the policy determined 
openness best explains thcdiffcreiUial growth 
rate across countries, especially Asian. Yet 
the tlicsis docs not support laissez-faire, 
with neutral trade regimes which liberal 
scholars like Bhagwati (1988) and others, 
and the WB/IMP have been arguing ad 
nauseam^ but instead strong intervention by 
the state, and a policy that creates ^ iirposcful 
disequilibrium. Such disequilibrium, inopen 
(east Asian) economies has given a .strong 
and sustained impetus to the faster growth 
of tradables sector and to growth ihsclf. 

The liberal thesis argues that there is a 
trade-off between export promotion and 
import substitution, since significant export 
promotion would discriminate against import 
goods production. And, hence, that real export 
promotion has actually meant liberal policies, 
without a bios in favour of either import 
goods or export goods. They point to the fact 
that in most of the fast growing east Asian 
economics, the relative price of exportables 
to importables (Px/Pm) was close to their 
international prices. Hence they would argue 
that export promotion in fact amounts to 
neutral trade policies, and a movement from 
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pulicicii (tariffs and quota restrictions) that 
favourinqMHt substitution, to neutral ptdicies 
is indeed a movement to export promotion. 
While the fact is no doubt true, the inter¬ 
pretation is entirely incorrect being based on 
the limitations of the 2 x 2 x 2 (2 factor, 
2 country. 2 commodity) model of inter¬ 
national trade. Whi le the assumptions of two 
countries and two factors are not too severe 
an abstraction, the two commodity assump¬ 
tion is.' The recognition that Pm and Px can 
both be made large in relation to Pnt. the 
price of non-tradables, opens the theoretical 
possibility within conventional trade theory 
of simultaneous import substitution and 
export promotion, even as the ratio Px/Pm 
is maintained close to its international value. 
Thus outside the restrictive two-commodity 
world, increased openness is not bccau.se of 
laissez-faire hut lxx'uii.sc of a purposeful 
disequilibrium that gives a boost to tradables 


production at the cost of non-tradables. 
Moreover, if non-tradables are price inelastic 
for domestic consumers, and tradables are 
elastic (exports would face highly elastic 
demand being oriented to international 
markets), shifting resources from non¬ 
tradables in a situation of less than full 
utilisation of resources can lead to great 
gains from trade. And these can be far in 
excess of wnai conventional theory would 
recognise. This insight was implicit in many 
empirical studies of the east Asian economies, 
c.spccially of Taiwan and South Korea, in 
their phases of transformation. Since 1978, 
the Chinese policy-makers have been playing 
the game, of discquilibriumexport proinotitm 
to the great benent of their economy. The 
Chinese economy, starting with a low 
openness ratio, raced ahead under the open 
door policy.* and China became more open 
than India (a smaller economy), and is today 


significantly more open than what its 
structural parameters alone would have 
determined. India in contrast is less open 
than what it should be, and even the 
corrections since the liberalisation have not 
raised Indian openness to cross its structural 
value, not to speak of being anywhere near 
the Cliinese levels. 

In a world of three commodities where the 
transformationofnon-tradablesinto tradables 
is possible with the passage of time, we may 
think of trade and exchange rate policy as 
determining the point of production on a 
three dimensional production possibility 
frontier as in Fig I. Conventional free trade 
policy can be represented as point F, with 
the relative vertical height of the curve that 
includes P, being largely dependent upon 
•Structural features of the economy. Import 
substitution with t as the bias in favour of 
import competing goods asl. Here ofcourse 


Table I: Certain Asuxts of the Economy and the Central BuDoirr 


l989-»)0 1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Gross domestic product 
at factor cost (consiani 

I98()-Ht prices) 

201.45 212.25(5.360) 

213.98(0.82) 

225.27(5.27) 

238.86(6.04) 

2.56.10(7.21) 

274.21(7.07) 

292.9(86.82) 

Index of industrial production 
(1980-81=100) 

196.40 212.6(88.25) 

213.9(80.61) 

218.9(82.34) 

232.0(85.98) 

253.7(89.35) 

283.30(11.67) 

307 95(8.70) 

.1 Index of agricultural 
pruduclion 1981-82=1(8)) 

143.00 148.40(3.78) 

I45..50(-I.95) 

151..50(4.12) 

157.-30(3.83) 

165.(884.90) 

l64..30(-0.42) 

170 38(3.70) 

4 Openness ratio 

0.15 0.16(2.86) 

0.17(-4.86) 

0.19(11.64) 

0.20(5.17) 

0.2(83.05) 

0.2.3(15.00) 

0.22(-6.94) 

S Exports (US$) 

16.61 18.14(9.22) 

I7.87(-I..5.3) 

I8..54(3.76) 

22.24(19.97) 

26..3.3( 18.40) 

31.80(20.76) 

.34.34(8.00) 

6 Impuris (U,S$) 

21.22 24.07(1.3.45) 

I9.4I(-I9..37) 

21.82(12.42) 

23.31(6.80) 

28.6.5(22.95) 

36 68(28.00) 

.38.29(4.40) 

7 Total ciiiploynient in organised 
public and pvt sector (lakh 

persons as on March 31) 263..S3 2(>7.33( 1.44) 

8 Nominal effective exchange rate 

(5 country index) (198.S= 100) .S6.00 42.15(-24.73) 

270.56(1.21) 271.77(0.45) 

38.74(-8.09) 3I.84(-I7.8I) 

273.7.5(0.73) 

29.59(-7.07) 

275 25(0.-55) 

28.51 (-3.65) 

26.13(-8.35) 


9 Real effective exchange rate 
(.S country index) (I98.S=I(8» 

73.00 61.6.5(-1.5.55) 

.58..56(-5.0l) 

52.89(-9.68) 

52.82(-0 13) 

55.7.3(5.51) 

.53.5.5<-3.9l) 


10 Unit value index of exports 
(1978-79=100) 

276.60 292.10(5.75) 

369..5(826.32) 421..5(814.07) 

474.1(812.48) 

494.6(84.32) 

484.20(-2.l0) 


11 Net terms of trade 
(1978-79=100) 

121.10 l 09..30(-9.74) 

119..S0(9.3.3) 

l27.-3(86..53) 

144.9(813.83) 

1.52.4(85.18) 

137.9(8-9.51) 


12 Income tenns of trade 
(1978-79=1(8)) 

211.80 212.20(0.19) 

249.31817.48) 

283.80(13.84) 

.37.3.1(831.47) 

446.(8819.54) 

5.30.0(818.83) 


1.3 Implicit deflator for GDI* at 
factor cost 

202.86 225.12(10.97) 

258.32(14.7.5) 

280.01(8.40) 

306.40(9.43) 

335.16(9..39) 

359.-50(7.26) 

389 10(8.23) 

14 Ml (money supply will) the 
public OS on March .31) 

42.59 44.32(4.05) 

46.71(5 40) 

46.80(0.20) 

53.07(13.39) 

57..35(8.()8) 

59.52(3.76) 

.58.6(8-1.55) 

IS M3 (Aggregate monetary 
resources as on March 31) 

117.91 I23.32(4..<9) 

126.96(2.95) 

l.35.3l(6..58) 

147.58(9.07) 

l.58..S6(7.44) 

167.98(5.94) 

175.7.3(4.61) 

16 Bank credit lo the rominercial 
sector (as on March 31) 

77.28 79.4(82.74) 

76.38(-3.80) 

81.2.5(6.-37) 

79.85(-I.72) 

87.34(9.38) 

95.75(9.63) 

92 64(-3.25) 

17 RBI's net credit lo the 

government (as on March 31) 

.36 32 .39.47(8.66) 

36..39(-7.79) 

.35.l6(-.3.39) 

32.41 (-7.82) 

.30.28(-6.58) 

33.7(811.30) 

33..32{-l.l3) 

18 Other banks' credit to 
govemincni as on March 31 

21.89 23..3.3(6.57) 

24.99(7.12) 

28.14(12.58) 

.34.85(2.3.87) 

.36.08(3.53) 

.37.31 (.3.39) 

42.9.3(15.06) 

19 Net foreign exchange assets 
of the bonking sector as 
on March 31 

3.36 4.70(.39.85) 

8.22(74.82) 

8.91(8.45) 

17.18(92.74) 

23.2I(.35.I2) 

2l.46(-7.52) 

23.73(10.55) 

20 Total expn. of central govt 
final outlays on consumption 
expenditure 

10.25 9.93(-.3.06) 

9.47(-4.64) 

9.59(1..30) 

10.38(8.22) 

10.41(0.22) 

11.67(12.15) 

12.36(5.93) 

21 Total expn. of central govt 
final outlays on gross capital 
fomutlion 

4.01 3.82(-4.74) 

3.58(-6.20) 

4.24(18..33) 

4.I7(-I.77) 

4.27(2.61) 

5.0.3(17.58) 

4.64(-7.64) 


Notes: lieim (14) lo (21) are values deflated by the implicit deflator. All rupee values ate in thousand cts. dollar values in millions. 
Figures, in brackets am per cent change over previous year. 
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I as m conventional arguments there cannot 
be import substitution without discrimination 
against exports, and vice versa. India's 
strategy till recently implied a point such as 
r, so that right through the Mahalanobis 
period up to the mid-1980s, thediscrimination 
b againstexportsweresevere.Indeedinhaving 
a strong (and simple) import substitution 
programme, withovcrvalucdexchange rates, 
the point I shifts to I', so that openness 
declines, and the full potential of the economy 
to bring into use idle re-sources (manpower) 
is retarded. The reali-scd growth is smaller 
than the producii ve potential of the economy. 
In the WB sense movement from I to F 
represents export promotion, and indeed it 
is so in the limited sense that the bias against 
exports is reduced.' 

But export promotion (and import 
substitution) of the cast Asian vanety is an 
altogether different thing. We may represent 
it as the movement form F to E, via a point 
like r in the early pha.se. when rapid and 
(forced) diversification of the economy lakes 
.place. At E Px/Pm could well be close to 
'its international value even as Pm. Px/Pnl 
IS large, giving .strong incentives to the 
production ofbolh import and export goods. 
What determines the movement from F to 
E? Besides, a purposive undervaluation of 
the currency, and dual exchange rates, there 
are institutional and other mechanisms that 
havediivcnreal economies to E. They include 
targeted cxpoits through specially set up 
corporations as in China or through the 
chaebol as in Korea, punitive measures 
against enterpnscs failing in meeting their 
export targets, selective provision of credit, 
promotion of special export zones, special 
incentives for tran.snalional corporations 
(TNCs) and large buying houses to locale 
offshore production in the country and/or 
Inake purchases from local firms. 


It goes widioul saying that the movement 
from F to E is possible only for those 
economies with adi versified industrial sector, 
and with little skillsconstraint.and the ability 
to retain surpluses. For African economie.s 
with poorly diversified economics, an 
undervalued currency can only lead to terms 
of trade losses. Similarly, for many of the 
Latin American countries, wherein capital 
night is endemic and siruclurat, the benefits 
of point E. would not be retained by the 
dome.stic economy, since Ihcenhanrcd profits 
from tradables production would go out us 
capital night. 

The one intellectual failure of the 
Mahalanobis Plan and of Planning in India 
wa.s export pessimism, because given the 
early diversification of the economy .1 
movement from F to E via I was eminently 
possible, hut was never pursued. Politically 
a depreciation (or in a regime of fixed 
exchange rates u devaluation), not to speak 
of a deep undervaluation of the currency has 
been a problem for India, due to the .strong 
opposition from the left and the middle 
classes. The inflationary potential ot 
depreciation has been thcirpriinary concern. 
No doubt such a danger has been highly 
exaggerated. II the underlying growth rale 
that is achievable is high enough then the 
mllationary potential isatieimatcd. Moreover 
if resources are nut tully utilised at F or I. 
the inflation at a jioini such as E is much 
less than what simple monetarist dogma 
would imply. Idle resources at E or I would 
imply that the movement to E need not 
involve much sucni'icc ol non-lrnd.ihles. In 
other words the vertical slope on the surtucc 
at a section contained by the latitudes at F 
and E is quite small for dcn.sely populated 
economies, when they start on their 
transformation phase: Any additional 
external demand serves to utilise idle 


resources more than competing resources. 
In this scheme of things the gams from trade 
arc far moie than what conventional 
cquilibnum theory would lead us to believe. 
This is intuitively obvious since if a society 
has idle manpower. u.sagc of the same even 
undci declining terms of trade" is a positive 
gain.’ as long as the income terms of trade 
for that activity rise taster than costs 
(particularly wage rales). 

Nearly all the east Asian economies, 
especially Japan, Korea and China hod 
significant incomes |H>licy which sought to 
restnei immediate consumption among 
skilled and ordinary workers, because the 
wages of such workers tend to rise very fast 
(luring the transformation. A delay of the 
consumption spending arising out ol current 
increases in income by as much as three 
years virtually negates the cfleci o( rising 
incomes upon inflation and considerably 
ciilumccs the rc.sourccs for invcstincnl. and 
helpslorealisethehcncfilsof disequilibrium.' 
without 'overheating' the economy. 

[vxport, import g(HKls and mm-iradabics, 
arc not to be seen ns given once for all. The 
vciy cs.scnce ol growth is Ihc rcali.sniion of 
dynamic comparative advantage. 1 aking the 
case ol Korea since I9()<). the initial export 
goods were natural re.soiircc based products: 
plywood, fofest and agricultural products, 
whereas the import goods - maniilaciiires 
largely simple capital goods, and some 
consumer durables. In a few years the 
principal export goods were the labour 
intensive manufactures: shoes, toys, 
garments, etc. These were joined by capital 
goods and later by .scale intensive capital 
goiHls and now high tech goods. Imports of 
natural resources of all kinds mclucling the 
material.s for industrial development have 
grown Today imports include simple 
inaiuifaclures us labour costs have ri.scn. 


Tabi.e2: Basic FkATORBi andO mrNTAiHi.'ss 01 .STArcANo DiviuiPMhNr.SiNci- IU5.S 


Aspccl/Oricntalion 

IW.V 

196.5-1979 

1979-1990 

1990-1997 

Growth 

high (4..S-5.0 per cent) 

low (£ 1.8 per cent) 

high (s .5 .5 |icr cent) 

high afteradjuslinent (6.5 pc.'cenf) 

Agncullural growth 

s .1.0 percent 

< 1.0 per tcnl 

Si 1.2 per cvni 

> 1 5 per ccni 

Agricultural surplus 
rcm» of trade of the 

low 

low but increasing 

high 

high 

nfg sector 

favourable 

adverse 

favourable 

neutral 

Thrust of economic policy 

developmcn'al 

rcdistribuiive 

redistributive, eiiicigcncc ol 
cinciency 

efficiency, growlh 

itraiegic iuierventipn 

high 

significani 

liltic 

very little 

thetocic of stole and policy 

nationalism, traasfatmatton 

'socialistic' development 

cachophony 

globalisation 

lubsidies to people 

low 

increasing 

high 

high, decreasing? 

tern seeking potential 

low 

high 

very high 

high, declining 

<liliiancy of labour 

low 

high 

high, declining 

low 

lias against exports 
tosis of foreign exch 

very high 

high 

high, declining 

low 

llocation 

licence/ tiureau 

liccnee/btreau and politics 

policy, market and poliiics 

market and policy 

roieciion level 

high 

very high 

declining, water in tariff 

low: Uirifr inversion for 
many labour inieasivc mfg 

'orporate sector's external 
rienlaiion 

practically nil 

via outward FUI 

via exports, dcci ouiw.'u'd FDI 

exports 

nport repression 

high 

very high 

moderaicly high, declining 

low 
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Thus an ascendancy of goods from import 
goods to export goods and vice versa is 
implied in the ‘forward-looking* production 
possibility frontier. This distinct phase in the 
unfoldment of the dynamic comparative 
advantage has been dcKumented by many 
scholars lOzawa, 1991]. What has been less 
understood is that non-tradid>les are also 
mutable. There is a slow long-term 
transformation of non-tradables into 
tradables. Garments, forexample. was largely 
a local industry, ‘fhe Great Wars created a 
market for mass produced uniforms, and this 
experience led to the readymade garments 
industry. As it remained a labour intensive 
activity, most LDCs were in the immediate 
post-second world war period absolutely 
efficient, and any country that could gear up 
and develop links with advanced country 
buying agents and discount stores, could 
look forward to large increases in sales. Of 
course certain services like electricity, roads 
and railways, haircuts, etc. arc .strict non- 
tradables, .so that an infeasible region on the 
‘dynamic* production possibility surface is 
obvious. 

There are major positive externalities in 
moving from P to G. .since the vast increases 
in export goods takes place along a learning 
curve, and in many gtx^s there are significant 
scale and scope economies loo. The dc facto 
‘subsidisation’ at E (unlike most other sub- 
.sidies to industry) has the merit of being self 
subject to the discipline of the intcroationai 
market. Given the competition between 
nation states the international market can be 
assumed to be most competitive for the price 
sensitive goods that are the initial (for quite 
a while) export goods of a densely populated 
transforming economy. International com¬ 


petition acts to weed out the inefficient and 
those who cannot adapt. The impoit sub¬ 
stitution that takes place at E is at low level, 
if any, of protection, and creates fewer 
opportunities for rent seeking." The problem 
of lobbies emerging to hold on to tariffs or 
explicit subsidies is not there. Indeed many 
industries which may have started off being 
protected could be coaxed to give up 
protection as the periodic rounds of nominal 
depreciation that arc necessary to maintain 
the undervaluation of the currency take place. 

The evidence in support of the hypothesis 
that the east Asian economies have in their 
transformation phases followed a strategy of 
undervalued exchange rates, is difficult to 
assemble. The usual measure of under/over 
valuation of the currency refers to deviations 
from the market/black market rates of the 
currency, which are contingent upon the 
trade regime itself. Thus economies with 
highly restrictive and tightly administered 
impoit regimes would show much less 
overvaluation than others with looser import 
controls. Moreover, under/overvaluaiion as 
conventionally understood reflects a 
disequilibrium in the short-term demand and 
supply of foreign currency, which has little 
to do with the ratio of tradables to non- 
tradablcs prices. The PPP mea.surc of GDP 
suggests itself naturally. Vet there is a direct 
and systematic dependence of the PPP factor 
(exchange rate GDP/PPP GDP) upon 
.structural features of the economy including 
the level of its development. 'The PPP factor 
tends to be smaller the poorer the economy. 

Regressing* the PPP factor (as a 
percentage) on the.se structural measures, the 
residuals are a true measure of the policy 
induced purposeful disequilibrium in the 


exchange rate. Thew residuals preiem a 
most interesting picture. See Fig 2, which 
plots the residuals for someof the east-Asian 
Economies and India. For Indonesia, China 
(since the Open Door Policy), Malaysia. 
Thailand and Korea (up to 1980, by which 
time it had carried out its industrial 
transformation), the residuals are al I negative, 
whereas for India it has been positive and 
have hovered around zero during the 1980!, 
The periods of rising openness match the 
periods of large negative values for the 
re.siduBls. China’s movement from I or I* lo 
E has been quick and dramatic with expons 
(and imports) increasing by leaps and bounds. 
Malaysia, Indonesia and Thailand since the 
mid- 1970s show the same pattern that Korea 
showed during its transformation phase. The 
residuals could not be computed for Taiwan 
because many of the data were not available. 
Furthermore, the movement of exchange 
rales of these countries shows the deep 
devaluations/depreciations that were 
periodically carried out. In contrast the 
devaluations/depreciations of the Indian 
currency have been rather modest. Even 
after adjusting for inflation rates we do find 
a major difference between these countries 
and India. 

Monetarist theory believes in the law of 
one price (viz, that the price level, the nominal 
interest rale, and the exchange rate would 
adjust to make the real intere.st rate equal the 
social time preference, and the exchange rale 
to purchasing power parity). Empirical 
evidence suggests that the period over which 
prices adjust is as long as 16 quarters. This 
is too long for a fast growing economy. And 
interest rates can remain far from any 
meaningful social rate of discount for too 


Table 3; Causal Regression Reisults 


No. 

y 

X 

DEL.FPE 

Per Cent 

Type 

Period 

No.of Obs 

k 

n 

FPF.(R) 

FPE(UR) 

T 

iPAFF 

iEXP 

3.I690E-03 

SI.2I 

A 

1979-94 

16 

4 

2 

0.006188 

0.00.3019 

2 

iNAGVS 

iPAFF 

6.3000E-04 

48.88 

A 

1979-94 

15 

2 

4 

0.001289 

0.000659 

3 

iNACVS 

iEXP 

6.0700E-04 

47.09 

A 

1979-94 

15 

2 

5 

0.001289 

0.000682 

4 

iIMP 

iEXP 

2.3200B-03 

35.15 

A 

1979-94 

16 

4 

1 

0.0066(K) 

0.004280 

.t 

iNAGVS 

iGDPPS 

4.48(X>E-04 

.34.76 

A 

1979-94 

15 

2 

4 

0.001289 

0.000841 

6 

iEXP 

iPAFF 

I.4920E-03 

17.19 

A 

1979-94 

16 

1 

1 

0.008678 

0.007186 

7 

iCiDPVS 

iGDPPS 

9.700()E-05 

4.04 

A 

1979-94 

15 

4 

0 

0.0024(X) 

0.002303 

K 

iGDPPS 

iNAGVS 

l.4(X)0G-0S 

3.86 

A 

1979-94 

15 

1 

0 

0.000.363 

0.000349 

9 

iGDPPS 

iGDPVS 

8.0000E-06 

2.20 

A 

1979-94 

IS 

1 

0 

0.000.363 

0.000.355 

10 

•GXP 

iGDPPS 

l.ll(X)E04 

1.28 

A 

1979-94 

15 

1 

0 

0.008678 

0.008.567 

II 

iGDPPS 

iPAFF 

3.0000E.06 

0.83 

A 

1979-94 

15 

1 

0 

0.000.36.3 

0.000.360 

12 

iEXP 

iIMP 

9.O0(X)E-06 

0.10 

A 

1979-94 

16 

1 

0 

0.008678 

0.008669 

13 

iEXP 

iNAGVS 

6.0(XX)E-06 

0.07 

A 

1979-94 

15 

1 

0 

0.008678 

0.008672 

14 

iGDPPS 

iEXP 

Q-OmrOEMM 

0.00 

A 

1979-94 

15 

1 

0 

0.000363 

0.000363 

IS 

dlEXP 

REERS 

5.0570E-03 

67.78 

M 

1993-96 

44-40 

1 

1 

0.007461 

0.002404 

16 

isIMP 

isEXP 

3.84I0E-03 

45.35 

M 

1993-96 

48 

5 

6 

0.008470 

0.004629 

17 

dlllPI 

dlEXP 

2.0960E-03 

45.19 

M 

1993-96 

46 

2 

1 

0.0046.38 

0.002542 

18 

dlEXP 

dlllPI 

2.772(>E-03 

37.15 

M 

1993-% 

46 

1 

1 

0.007461 

0.004689 

19 

isEXP 

isIMP 

I..S990E-03 

26.60 

M 

1993% 

48 

3 

2 

0.006012 

0.004413 

20 

isllPM 

isEXP 

I.IOOOE-04 

1.3.21 

M 

199.3-96 

48 

5 

6 

0.0008.33 

0.000723 

21 

grsMI 

isllPM 

9.0000E-06 

3.54 

M 

1993-96 

48 

1 

0 

0.0002.54 

0.000245 

22 

islIPM 

grsMI 

I.7000E-OS 

2.04 

M 

1993-96 

46 

5 

1 

0.0008.33 

0.000816 

23 

isEXP 

isllPM 

l.7n00E-05 

0.28 

M 

1993% 

48 

3 

0 

0.006012 

0.00S99S- 

24 

isllPM 

isIMP 

I.OOOOE-06 

0.12 

M 

1993% 

46 

5 

0 

0.000833 

0.000832 
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long Similatly. the deviation of exchange 
rate from the purchasing power panty is 
more the norm In other words, most 
economies, not in speak ot fast growing 
LDCs are hardly in any kind ol equilibrium 
in the classical sense This gives nse to a 
major role for strategic macro-economic 
policy, that goes beyond ‘stabilisation' as 
such We have already seen that PPP GDP 
systematically deviates Irom exchange rate 
based GDP, but even after they are adjusted 
tor certain stnictural features they still deviate 
The keynesian insight was that government 
expenditures and fiscal and monetary policy 
in general may be required tor reducing 
Huclualions and to maintain output close to 
tull employment levels In a world of open 
economics actively trading with each other, 
this insight translates to the need lor a country 
to purposefully undervalue its currency, if 
It has large undervalued resources (like 
labour) which arc easier to exploit via 
tradables (especially export goods) 
production 

II 

Indian Exchange Rate Policy 

Even a casual look at the data reveals that 
the depreciation ol the currency has helped 
exports following Irom the depreciation of 
the currency as was expected with a lag of 
about a year exports began to grow at 19 
per cent or so in dollar terms Tins was at 
a lime when the sector as such got a large 
negative shock in the colhipse ot the Soviet 
Union, which country wasa sigmticant buyer 
of Indian products The left s secondhand 
familianty' with the facts of AInca and 
I atin Amciici wherein it was true that 
depreciation has had no signiticant positive 
ettecis has no doubt stood in the way of a 
lair consideration of the hcnclits ot 
depreciation Wc have .ilready aigued why 
India (and much ol Asia) is diflcrcni Irom 
both Afnca and Latin Amcnca so that an 
extrapolation Irom the experiences ot these 
countries would be wrong The standard 
argument that because much ot India’s 


imports consist of POL products and other 
necessities, depreciation would mH lead to 
much improvement in the BoP is not quite 
correct Even tl all imports were rigid and 
slnclly necessities, their dollar pnee would 
not change, whereas exports (if there is a 
large manufactured gocxlscomponcnt) could 
show large increases in dollar terms as 
resources shift to exports f rom non-tradahics 
The BoP can only therefore improve tcicni 
Ifaiibiis The fact ih,u since 1990-91 the BoP 
has only marginally improved in absolute 
leans IS because ot a simultaneous import 
liberalisation The long term and sustained 
growth ol the economy would ot course 
demand aconsidcrablc import lihcralisaiion, 
because India is natural rcsouicc scarce and 
would have to (like Korea. Taiwan and Japan) 
depend upon the rest ol the world in a 
significant way tor natural resources 
The sharp depreciation ol the currency in 
1990-91 was remarkable in many ways it 
earned exchange reform turthcr than ever 
before, and the gradual convertibility that 
was brought about on the trade account served 
to correct the bias against the exports that 
had been there lor long and was only slowly 
being attenuated in the 1980s It resulted in 
the 1990s in a sharp rise in exports in dolLir 
terms, and a signiticani shift in tradables 
pioduction The simultaneous liberalisation 
in imports removed certain supply side 
constraints lor both domestic pnxiuction and 
exports The openness of the economy which 
was rising in the 1970s but was still at very 
low levels (following the slowing down of 
growth since the mid 1960s), had begun to 
plateau otf in the 1980s since no significant 
currency corrections were earned out This 
was reversed and coi reeled in the late 1980s 
and the momentum was kept up in the 1990s 
so that in the 199(K for the first time India’s 
openness reached the level ol openness ol 
the 19S0s (sec I ig 7) 

The export response ol the economy to the 
depreciation may have been one ot the best 
ever by any economy Ot course the vast 
increases in exports have come from small 


firms, and the textiles sector, which have the 
inimcdialccosi advantage, and have an elastic 
supply lespoiise gems and lewellery, 
handloom textiles garments, powcrlcwm 
cloth, leather .ind shoes, toys and handicrafts 
What IS less known is that the much maligned 
corporate sector too has responded Thus the 
exporl/salcs ntio shows a statistically 
significant lunip tor the avciage ol 1993-94 
over the average ot 1990 91 lor .is many as 
23 product groups out ol 29 tor the c orporale 
sector (CM If. CIM M ] In only one industry, 
coniputeis, docs u show a decline I he 
computer industry until the corrections in 
the recent budgets taced an invcTicd lanlf 
stiuclure The Indian situation is very 
interesting because there is the possibility 
that the stages shown by Koica or Japan, 
which IS now being lollowed by China and 
Thailand, can bccompicsscd Ilicreaic many 
industries, not just those laboui intensive, 
which can he internationally competitive 
trucks, aluminium, steel scootcis and 
inoiorcyclcs, etc to name just a tew In a 
sense the situation is ripe to encash the 
competencies. < icaied by the long period ol 
inward looking and in many w.iys 'a self 
reliant’ industrial development 
The daiigei now is that the openness ratio 
may level oil since a slow down in exports 
IS incviiahL' unless torreciivo measuies are 
taken now As the latest / < ontum iurvey 
observed the real clicctivc exchange rale 
(S/Ks) has been nsiiig since domestic infla- 
iion rate has bexm higher than that of India's 
trading partners I he tall in the nominal 
value ol the ru|M.c has bexm marginal it 
having stabilised around Ks 15-38 per 
US5 lor the last scveial years Lxpori 
growth which in dollar icrins had avciaged 
at 19 per cent lor the years 1993 94 up to 
1995 96 will III 1996 97 increase by only 
8 to 10 pel cent in dollar icims Similarly 
import giowth which had averaged in dollar 
icinis about 20 jicrceni would grow at only 
4 4 per cent T his raises the piospects of a 
slow down in investment and growth in this 
financial year 


Tabi f 4 Rtsiii rs OF A Dtcumkisitiun of Growth Ratfi Batfu on a Simpu Expfnuiturf Moofi 


1989 90 1996 91 


GOP (al MP) at 1980 81 pnccs (000 ers) 227 367 240 238 

Compued GDP ((XR) ers) 227 367 241 723 

Growth rate of GDP 3 66 

Growth rate of comp GDP of which coninbuted by 6 31 

Agriculture I 36 

Govt cons -0 2S 

Exports 0 66 

Public sector fixed capital formation 0 53 

Pnvaic sector fixed capital formation 2 98 

Change in stocks I 03 

Capital formation (all) 4 54 

Difference of actual and comp GOP I) 65 

Two year rolling diff of actual and computed GDP 
Rate of change of implicit deflator for GDP (infiation rate) 10 97 

Change in infiation rate 


(Per tent) 


1991 92 

1992 93 

1993 94 

1994 95 

1995 96 

1996 97 

24J 255 

253 979 

263 871 

280 502 

300 342 

320 815 

233 341 

251 659 

254 311 

278 478 

306 775 

321 522 

0 42 

5 27 

3 89 

6 30 

7 07 

6 82 

-3 47 

7 85 

1 05 

9 50 

10 16 

4 81 

0 69 

1 43 

1 31 

1 67 

0 14 

1 16 

-0 35 

0 09 

0 56 

0 02 

081 

0 42 

1 95 

1 59 

2 55 

1 to 

3 1/ 

0 15 

0 34 

0 95 

0 39 

2 19 

0 19 


-2 02 

3 86 

0 12 

2 43 

7 10 


-2 69 

I 83 

3 64 

1 89 

097 


-4 37 

4 74 

-3 37 

651 

6 32 

3 08 

3 89 

-2 58 

2 84 

3 20 

-3 09 

2 01 

i 70 

0 79 

0 18 

-0 10 

-3 14 

-051 

14 75 

8 40 

9 43 

9 39 

7 26 

8 23 

3 78 

-6 36 

1 03 

-004 

-2 12 

0 97 
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.i^sk a businessman what he looks for m his bank 

Trust, yes Reliability, very much so And understanding, definitely 

Three qualities that set a bank apart 

The Lakshmi Vilas Bank Ltd. 

For over 67 years, LVB has provided die necessary support and services to 
numerous businessmen, mdustrialists and exporters, creaUng associations for a 
lifetime 


And through sensible mvestment schemes, the bank has fulfilled the aspuabons of 
depositors, generation after generation 

To each one of them, LVB is not just a bank 

It's the bank that understands 

AtetelMrmtIvr Onic* lUw 



Merchant Banking 


9 

it 


• Forex services 

• Fixed Deposits 

• Loan assistance 


G.V. Rao 

Chairman 



Tha 

l« fc sl i aii Vilas 
Boak&M 

& Aten Office. 
SalteiUMMl. KMhapnml. 

KARUK 639 006 
Tamil Nadu 


The bank that responds to your needs. 


ISX 
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PkHAC I: CoNCEPTUAUsiNa East Asian Team and Exchanoe Rate SniAiEcy 



A large one shot depreciation of the 
currency, and then its maintenance over a 
long period of between 8 to 10 years has an 
additional merit in that the potential for 
speculative runs on the currency would be 
much lower since the RBI would have much 
larger level of reserves in a situation of 
rapidly rising exports. Retention ol some 
control over imports dunng the next five 
years would provide the government with 
additional leverage. Spending on social 
overhead capital rai.scs the productive 
potential of the economy only gradually. It 
can therefore be adjusted in the short run to 
accommodate for variations in the capital 
inflows. 

Today, the currency value seems to be 
increasingly detennined by capital account 
transai. tions rather than by the needs of the 
real sector. The treatment of all capital inflows 
as a general category is part of the problem. 
FDi (in thecaseof resource poor economies) 
are largely determined by the sizeand growth 
prospects of the economy given a policy 
framework (equal treatment, provisions 
agaiast nationalisation, low tax rates, etc) 
that offers terms similar to what other 
competing countries offer transnational firms. 
Portfolio capital is drawn by yield rates on 
securities andby the interest ratediflcrentials, 
and, over the shoit period, can fluctuate 
widely with anticipated changes in the 
currency value. An expected depreciation 
would hold back portfolio capital but would 
have little effect on FDI. 

The wortcability of this east Asian strategy 
depends crucially upon the ability of 
ecotwmic agents to respond to price signals, 
a certain basic level of divcrsiFication of the 
economy as argued before, availability o(^ 
local skills andentrcprcncurship, all of which 
India possesses. But India has not been able 


to take advantage of such a strategy. The 
enchantment with the cast Asian model since 
the mid-l980.s and the specillc and direct 
reference to them in several recent issues of 
(he Economic Survey would indicate that the 
desire to emulate the east Asian model is not 
in doubt. The middle cla.sses whose role in 
the coalition of classes whose elites govern 
India, is cnicial. They are extremely chary 
of any inflation. Growth so long has been 
of secondary importance (having been rather 
slow, and having a less immediate effect). 
Nearly all political panics, except those 
cxclusi vely represen ti ng (he *k isans'. depend 
upon the middle classes. The middle classes 
have a voice larger than what their growing 
numbers would indicate. The need for the 
state to mediate between the interests of 
competing groups and cla$.scs, and the space 
(hey thcrelore have in translating the needs 
of the poor, who are largely illiterate, in a 
democracy, vest them with enormous power. 
Inflation is^ against (heir interests and thus 
far (he state has not been able to tolerate an 
inflation that is for long above 10 per cent. 
The ‘large’ financial savings that the upper 
sections of the middle classes have built up 
over the years makes them increasingly less 
tolerant of inflation. Thus currency values 
farbelowcquilibrium would call for political 
ingenuity, and would have to result in high 
and visible growth for acceptability. Pew 
would reject such a characterisation of the 
political economy. Nevertheless, we must 
not overstate this (actor. We suspect that the 
monetarist framework that informs current 
policy-makers, reinforced by their limited 
understanding of (he east Asian trade and 
exchange rate .strategy would have been more 
important in the adherence to conservatism. 

PoUcy-makcrs cannot wish away that with 
high sp^ growth the demand for imported 


natural resources would grow by leaps and 
bounds to make tts import composition closer 
to Japan arid Korea’s. The fact (hat today 
the ratio ot imports to cxpoit.s of natural 
rcsourocs is only of the order of two and not 
much larger is because the Indian economy 
is very poor. The corollary is that the ratio 
of export/imports of ntunulactures would 
have to rise beyond the cuncnl ratio"' of a 
little over 1.2 to reach levels closer to the 
Korean. Nothing short of an east Asian-like 
expansion ol exports would sustain ODP 
growth itscll. In other words the openness 
of the economy would have to ri.se rapidly. 
I'his is strueturally ordained. 

Moreover, there is a difference between 
a trade deficit of $ 2 bn on an export level 
of $ 10 bn versus the same on a level of 
$ .^0 bn. The two arc (he same in an account¬ 
ing sense but vastly diffcrcni in terms of the 
ease of debt service. Equally importantly, a 
high openness ratio enhances the bargaining 
power of the economy. With an import level 
of $ 100 bn. the U.S for laslancc has a large 
stake, in the Chinese market, and so is 
constrained to negotiate rather than take 
unilateral decisions over disagreements. The 
retaliatory potential of an economy depends 
upon (he absolute level of its imports. Such 
potential is vital to India in the world of 
competing countries that we arc in." 

Sustained high speed growth fur another 
four ycais can bring about the necessary 
political changes to make (he process 
irrcvcisihic, and really ‘tigcri.se’ (lieeconomy. 
Reform of tariffs and import liberalisation 
is not possible unless exports can grow on 
a sustained basis at rates clu.se to double the 
GDP growth rates for another eight to 10 
years, and decline only gradually, as the 
trade sector's share expands. I'hc luxury of 
an appreciating currency is quite against the 
interests of the economy, and surprisingly 
the government has little to say about this 
except that it plans to liberalise import of 
consumer goods which would pul pressure 
on the rupee. The pursuit of such an option 
to accommodate capital inflows, v'ould in 
fact amount to changing the character of 
domestic absorption from investment to 
consumption. I'hercby the opportunity that 
the present situation offers to increase 
domestic investment expenditure, to raise 
still further the growth rates, (if necessary 
via a ri.stul push), is being missed. Keeping 
up the pace of exports at levels between IS 
and 20 per cent in dollar terms would mean 
(hat the same planned for capital inflows 
would suffice. The incrancntal capital output 
ratio is bound to rise if the much delayed 
investments in infrastiuclureurc totakeplacc. 
Nut only this, hut the margin for efficiency 
gain in the private sector would narrow as 
private corporate industry’s capacity 
utilisation has been rising. This means (hat 
for the continuation of the present growth 
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rates the rate of investment would have to 
be raised. 

A brief and crude decomposition of the 
growth ratcof demand m the Indian economy 
in terms of its principal determinants, vi^, 
agricultural pcrfortnance.export growth and 
investments would lead us to the estimation 
of the minimum contribution of exports to 
economic growth. Before we do so it is 
important to show that these have indeed 
been the principal demand drivers. 

Ill 

‘Causes’ of Growth 

Since we are interested in causation and 
not association alone, simple regressions 
would not help. We have used the technique 
of the minimum value of the final prediction 
error (FPE) as put forward by McClavc 
(1978) and Hsiao (1979,1981), and reviewed 
in (Jadhav 1994). In order to reduce a time 
scries say, (y,), to stationarity we earned out 
the operation "first difference of y/y,, on 
the series" from 1950-51 to 1994-95, and 
ran the regressions as described below, for 
the period from 1979 onwards. This period 
is chosen because it has grown fast, having 
broken away from the limitations of the 
'Hindu growth' era, to exceed the growth 
rates achieveddunng the Mahalanobispcriod 
(1955-65). 

Brietly. an objective periodisation of the 
economy would result in three distinct periods 
1955-1%5. with average growth rates of 
about half to I per cent higher (about 5 per 
cent) than the period average growth rates. 
Herein the state and policy were closely 
focused on growth and development. The 
basic diversification of the economy took 
place in this period. There was true 
commitment to the Plan. 1966-1979, or the 
'Hindu' period with an average growth rate 


of just about 4 per cent, during which the 
focus was lost and the fresh agenda of 
redistnbution was incorporated. 1979-1990 
of fast growth (around 5.5 per cent) and 
crisis towards the end of the period based 
on a renewal of public investments, better 
performance of agriculture and significant 
productivity gains by the private .sector. The 
high growth in this period laid the basis and 
cunfidcnceforthclihcrali.sationinthc 1990s, 
which has raised the growth rate further to 
6.5 per cent. The agenda of the state and 
politics continues to retain a strong 
redistributive dimension both rhetorically 
and in fact, even as it pursues higher growth 
around the idioms of 'globalisation' and 
'liberalisation'. For a summarised presen¬ 
tation of the salient features of the economy 
and policy see Table 2. 

The growth factors since 1979 have been 
similar to those in the earlier periods: 
agriculture, exports and public sector invest¬ 
ments. Improvements were al.so somewhat 
important, the role of the public sector has 
been declining and that of exports grown. 
The period since 1990-91 is loo small to be 
treated separately in formal analysis. 

Fortliehypothesisthat causes the following 
regressions were carried out: 

(y, —> y. ,1. (y.., —>y,-,. y^. -y,.J. -- 

(y->y.-.y.-s-y.-»> 

anu the one with the minimum FPE(k) is 
chosen. Next the regressions of y, on itself 
with lag from I up to k. and x,, and adding 
further terms in x with increasing lag up to 
5 (six regressions), and chose the one with 
mintmum FPE(k, n), where n is the lag on 
x.FPE(k,n)<F^k)impliesthatXcauses Y. 
X and y are the transformed series to render 
them stationary as mentioned above. They 
may be viewed as the 'shocks’ that have 
acted upon the system. 


We have taken various ctmibinatioiis of 
important macro-economic variables to anive 
at a picture of the drivers of the ecoiwmic 
system. With monthly data: the index of 
industrial production (IIPI). real effective 
(5-country) exchange rates (REER5), 
money supply (Ml), exports (EXP) and a 
imports (IMP). With annual data we have ^ 
considered GOP in agriculture, forestry and 
fishing (PAFF), public sectorGDP(GDn’S), 
private sector GDP (GDPVS), non- 
agricultural private sector GDP (NAGVS). 
exports (EXP), imports (IMP) and some 
others. The monthly data covers the period 
from April 1989 to December 1996 and the 
annual from 1950-51 to 1994-95. The 
regressions reported pertain to the period 
from 1979-80 to 1996-97 for annual data. 
(Sometimes the last year is missing, with up 
to 16 points of data.) For monthly data the 
reported regressions pertain to the period 
January 1993 to December 1996. (Sometimes 
two of the end data points are missing, with 
up to 48 points of data.) 

Results from Annual Data s 

(I) Observe that the 'shocks' on public 
sector GDP (iGDPPS) and private sector 
GDP (iGDPVS) seem to have a weak mutual 
causation with the public to private sector 
being somewhat stronger But we know that 
a signi llcant part ofpri vate sector GDP arise.*- 
in agriculture and related acttvitics, which 
tend to be largely exogenous, the 'shocks’ 
to which largely arise out of weather fluc¬ 
tuations. I'his may well be masking the 
relationship between public and private sector 
GDP. Removing agricultural GDP from 
private sector GDP we obtain the non- 
agricultural private sector GDP (NAGVS) 
We find that iNAGVS is cau.sally influenced 
by iGDPPS. Thus public scctorGDP which, 
ever since the Mahalanobis Plan, has been 
an important driver in investments through 
the rest of the economy, may still be 
influencing private GDP. Since we have 
worked with GDP rather than investments, 
the effect is not strong. From the values of 
the cocfflcicnts of iGDPPS (not reported) 
thecurrent and one year lagged values affect. 
This means that the effect is likely to be via 
expenditures, i e, PS income raising, via 
expenditures, the income in non agricultural 
private sector. After public administration 
and defence are removed from the GDPPS. 
the relationship holds and is somewhat 
stronger (not reported), so that the causation 
is via the enterprise subseclm' of the public 
sector. But NAGVS has little or no influence 
on the PS, implying that the expenditures 
in the public sector are more autonomous 
than those in the non-agriculiural private 
sector. 

When the same exercise is carried out for 
the period before 1979-80, we observe a"* 
similar line of causation, except that the 
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relationship was somewhat stronger. The 
relationship in a formal manner brings out 
what was known to many- that expenditures 
by the public sector and the incomes 
arising therein pull along expenditures 
elsewhere in the private sector economy. A 
significant part of the private sector is the 
‘small scale sector’, whose performance 
among other factors depends upon the 
spending of the public sector and government, 
and has highly elastic capacity. This insight 
is supported. 

(2) Agriculture is well known to be an 
important ‘exogenous’ variablc(inany short 
period conceptualisation of the economy) 
and its importance in the 1980s and 1990s 
remains despite some attenuation form its 
earlier very large and dominant role as a 
driver of the rest of the system. The high 
growth of the 1980s [Nagaraj I990a.b] has 
been inter aim due to improved performance 
of agriculture. The continuation of the same 
(with perhaps an tncrea.se!), again underlie 
in no small measure the high growth of the 
1990s once the two-year adjustment had 
taken place. We see that the ‘shocks’ on 
agriculture, etc. (iPAFF), causes the ‘shocks’ 
on both NAGVS and exports (iEXP). Inboth 
cases the links arc positive. The reasons arc 
not far to seek. The impact on agriculture 
is largely due the export of Ttsh, certain other 
agricultural products exports like wheat, rice 
(basmati), cotton, etc. The causation also 
runs from iEXP to iPAFF too, and is reduced 
to some extern by excluding from PAFF, 
output of fishing. The data docs not allow 
a further investigation into which of 
agriculture andexports is more ‘exogenous*. 

Agriculture has only a barely pca'cptiblc 
influence on public sector GDP. This leads 
to the important conclusion that while the 


private sector (including the non-corporate 
small llrm and hou.schold .sector) is demand 
constrained the public sector GDP is more 
’autonomous’ inthckeynesian sense. Indeed 
the weak relation hciwccn PS and export.s 
(iGDPPS causing iEXP) show (hat exports 
from (he PS may well be arising out of 
supplies, so thai the ability to improve and 
increase output may be crucial to exports 
from the sector.” 

(3) Exports too arc important and largely 
exogenous since the mid-1980s. (iEXPcausc 
both iNAGVS and iIMP [imports]). Tlie 
relationship was rather weak for the period 
1955-65, and better for l969-70to 1979-80). 
The strength of the relationship was in¬ 
creasing ever since the demand crisis of 
mid-1960s. but was never really exploited, 
till the structural adjustment of the 1990s, 
that .saw a major depreciation of the currency. 

(4) Exports also cause agriculture as 
mentioned, so (hat there is mutual causation 
between the two, which may be arising out 
of both demand and supply linkages. 

For a summary picture sec Fig 4. 

Wc carry out (he analysis with monthly 
data. In order to remove seasonal influences 
wc first desea.<>onali$c all variables, except 
the real cITectivc five country exchange rate 
(REER5). by applying an additive model on 
(he variables to obtain seasonally adjusted 
series, with the seasonal component being 
additive to the adjusted data. For (he 
seasonally adjusted series for exports, 
imports, m I and index of manufactured gixxis 
output we next compute the ‘shocks'. These 
arc isEXP, isIMP, isMI and isllPM 
respectively. For (he index of industrial 
production IIP! and for exports be.sides the 
above we also compute the detrended values 
from fining a linear trend to the log ol the 


seasonally adjusted values, which give nse ' 
to dlsilPl and disEXP respectively. 

Rcsults moM Monthly Data | 

(1) Exports again are the principal !' 
exogenous macro-economic components | 
causing both impons and to a moderate ; 
extent the index of manufacturing output. 
That isEXP causes isilPM. is easy to | 
understand if (hcelfect is via theexpenditure . 
as suggested earl ler. I f i I was a case of excess i 
production leading to exports then the ; 
causation should have run the other way and ; 
should have clearly shown up in monthly 
data. That the causation shows only a 
moderate effect also tics up with the notion 
that the multiplier operates over a longer 
period of a couple of years or so. 

(2) Imports arc alsocauscd by exports, and 
to an extent. and a weak causation runs from 
imports to exfuirts too. isIMPcauses isHXP 
over the short penod. which would perhaps 
have to do with the role of certain sigiiitlcant 
export commodities that arc based on 
processing of imported commodities - 
diamonds, cashew and inatiy ol the export 
pnK'cssing /one operations. That isEXP 
causes isl MP. is clearly through affordability, 
rather than the expenditure, since the period 
of dependence is small. 

(3) REHRS causes dIsEXP. Here wc have 
ii.sed REERS (in a standardised form) rather 
than manipulate it. REERS explains the 
deviation of exports from its exponential 
trend very substantially. Wc know a priori 
(hat REER.5 if it has any effect should be 
via relative prices which is well known to 
be slow acting, hence (lie use of Ihedcviations 
from the exponential growth path rather than 
the ‘shiKk’ or ‘impact’ measure. 

(4) To one not familiar with the credit 
markets in India the weak effect of money 
supply (as represented by the growth rate in 
seasonally adjusted MI, i c, grsMl), on the 
index of manufactured output, would 
surprise. But since a significant part of bank 
credit in India is through (he cash-credit 
route, the true money stock is not adequately 
represented by the tradilionjl mca.sure that 
includes de|N>sils alone. .Since cash-credit 
account is checkable. MI ought to include 
even the portion not drawn for use. A large 
increase in the ca.sh-crcdil sanction would 
thus nut show up. This is what makes output 
lead money supply so clearly rather than the 
other way round. 

IV 

Contribution of Expenditure 
Components to Growth 

Having established that both agriculture 
and exports act via expenditures (as in the 
kcynesian system) it is worthwhile to 
dccom|x>se the recent growth performance 
into that due to the increases on these 
components. The treatment of agriculture is 
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Nines' The nuinben along the arrows indicaling Ihc direction of caosalion, refer to the per cent 
reduction in FPE in deieimining the caused variable Figures in brackets give the inasimuin 
lag of the explaining variable 


rather problematic. A correct incorporation 
would involve the setting up of two 
economies, one the prtxiuclive part of the 
agricultural and the other Ihc rest, with trade 
between the two, and both trading with the 
external world, so that the non-agncultural 
economy's output is dnven by investments 
and exogenous expenditures within, exports 
to the external world and exports to (purchases 
by) the rest of agricultural economy. Instead 
of doing this cxerci.se, we have simplified 
and as.sumcd that agnculturc influences the 
autonomous part of the ovenill consumption 
function. Let 

Y-C-sl^+l. + G + X- M 
where C is consumption expenditure of 
the economy excluding that ot government, 
I,, Ip, arc respectively investment expen¬ 
ditures of the private (including Agnculture) 
and public sectors. Exports government 
expenditure and investments are all treated 
as exogenous for this simple decomposition. 
C = A„ + a.Ag + b.Y, wterc A, is Ihc index 
of agricultural production a, n, m and A„ 
wercestimmed through regrc.ssions. We may 
decompo.se the growth rate of the economy 
as arising from growth in ihe cxpcndiiurcs 
as follows: 



where the - sign implies growth rate for the 
period "I". We use the above equation lo 
decompose the growth rates for each year 
from 1990-91 upio 1996-97 into the amounts 
that arise due lo these “exogenous” 
expenditures. We observe that the match 
between the computed value of Y (from the 
above equation) and its actual value is rather 
close. But, there arc substantial differences 
between the actual and computed growth 
rates. This is largely because the computation 


assumes that the multiplier worlis out fully 
over the year, whereas in reality it operates 
over a much longer period. The rolling 
average over two years of Ihe computed and 
actual growth rates are much closer. 

V 

Prospects for Achieving 9 Per Cent 
Growth Rate 

Observe that exports have contributed 
about 40 per cent or more to overall growth 
rates (directly) over 1991-92 to 1994-95; 
and in the last couple of years it has come 
down. No doubt the appreciation in the real 
value of the rupee over these two years has 
eroded the edge that exports had from the 
depreciation in the first budget that set off 
the reform programme. This failure to hold 
the real value of the rupee down, leave aside 
taking it down to a discquinbrium position, 
is Ihe prirtcipal failure of the reform process. 
That the present budget has skirted this issue 
is quite clear. The finance minister has in 
tact threatened to liberalise import consumer 
(mfg) goods to allow the absorption of the 
capital inflows which otherwise would in its 
view have only resulted in increased reserves. 
Forget lor die moment the assumption it 
makes that the money multiplier is stable, 
for which there is hardly any evidence. More 
importantly a situation such as this one is 
rare for any economy. If the government 
.seriously pursues that option, an opportunity 
to raise the level of investment and growth 
rates oi the economy significantly (ceitainiy 
to at lca.si sustain them at the present high 
level of 6.5-6.7 per cent) wiwld be lost. To 
maintain the export growth rate at 15-20 per 
cent pain dollar terms, a depreciation is due. 
The tendency for the trade deficit to fall that 
this would result in (thereby reducing realised 
foreign capital inflows), can be countered, 
by stepping up investment expenditures. The 
corporate tax cut is therefore in the right 
direction. With even these incentives, if the 


mvestmenit do not rise” substantially Bom 
their present level, the time is in fact ripe 
for a fiscal expansion into select serdors that 
presently constrain Ihe economy: power, 
majrw roads, and possibly ports with their 
vast potential to relax the supply side 
constraims. They can have a large effect on 
the output expansion, from the supply side, 
even as th^ enhance the demand side through 
the increased expenditure. Hence a moneti¬ 
sation programme” to raise such resources 
is justified. The situation cannot await the 
regulatory, legislative, and other legal deve¬ 
lopments and clarifications necessary for 
compensating private sector investments to 
take place in these areas.’’The RBI in keeping 
with its monetarist orthodoxy does not see 
any nerxi to lower the value of the rupee. 
Instead, it is concerned more with portfolio 
capital inflows, and seems to be on a single 
agenda to maximise such inflows. 

At Ihe present juncture, Ihc fear that 
stepping up investments would result in 
inflation, is misplaced. Over the last six 
years wc have witnessed (the rare situation) 
of nsing growth rates with fall in inflation 
rates. This clearly means that in a modified 
kcynesian framework, the ixonomy has been 
working at well below its potential growth 
rale. The point of overheating may well be 
9.5 per cent or more, so that pushing for a 
9 per cent growth rale would not mean an 
inflation of more than 8.5 per cent. Dholakia 
(1992) for the 1980s finds that there is no 
inflation growth trade-off: and that inflation 
has been generally low when the economy 
grew fast. The ensis of the 1990s which 
brought about the structural adjustment 
programme, may not therefore have been 
one of excess absorption as much as a 
mismatch between iradableand non-tradable 
goods. An expenditure switching policy 
(depreciation, perhaps a sharper one than 
what was pursued), would have done the job 
of bringing about macro stability. The eco¬ 
nomy of course paid the price of orthodoxy, 
in suffering two years of low growth. 

Investments declined sharply during (he 
early years of the reform, and were revived 
only in 1993-94. and since then have 
contributed(viaexpenditura link)tu growth. 
In 1996-97, it may have contributed as much 
as 45 per cent to the growth. An important 
success of the reform is that private 
investments have gone up by leaps and 
bounds and by as much as 37 per cent in 
1995-96. Undoubtedly this is a remarkable 
success. The measures to delicense, tariff 
reform and import liberalisation, opening up 
of the economy to technology imports and 
foreign direct investments, ai^ the removal 
of emirely dysfunctional andobviousiiritams 
like MRTP, and the amendment of the old 
ire were effective. Yet, the one shot gain 
in the adjustment of private investments to 
a higher share of overall investments may 
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(andcould)beex|)eciedtoplateau off. Many 
aieasofinfraslnictunilinvestinenisespeciaily 
roads, railways, general education, health, 
etc, which have large positive externalities, 
are problematic with regard to appropri¬ 
ability. This is despite developments in legal 
frameworks, regulation and pricing, and 
technological developments, which have 
brought about the tantalising possibility that 
a market can be coaxed into existence where 
previously there was none, and to allow for 
competition, and less detailed regulations 
and unbundling of previously integrated 
operation.s. And henceof private participation 
and/orownership. Although in certain sectors 
this is true (Telecom being a good example), 
there is far too much hype, especially when 
it comes to areas like roads, education, 
irrigation, water, etc. Hence in these areas 
private investments are unlikely to nil in the 
void created by a precipitous decline in public 
investments. Onlikeinthcdirectly productive 
areas where the decline has been more than 
filled in. And private investments would 
have to enter infrastructure if its relative 
share has to go up further. Private investments 
m these areas would remain a slow and long 
drawn out affair, as the legal, regulatory, 
pricing frameworks, etc. may not he quickly 
forthcoming." Thus, overall growth in the 
immediate future would not he able to depend 
upon the maintenance of very high growth 
of private sector inve.stmcnts that we saw in 
the immediate past. 

The next major conclusion is that agri¬ 
culture contribuiestviaitsexpcndiiurccffects 
on consumption alone) to hetween 17 and 
35 per cent to overall growth rate of about 
6 per cent. Thus agriculture remains a 
powerful engine of growth. The view that 
agnculture's problems stem from the supply 
side alone, is incomplete. The ca.st Asian 
economics have all high growth rate of 
agriculture of around 5 per cent during their 
transformation phase. For India today an 
agncultural growth of 4.25 per cent can 
easily contrihutc as much as 1.4 per cent to 
overall growth acting via 'consumption' 
expenditures alone. 

Our earlier section based on causation 
studies showed that exports have an intlucncc 
on agriculture. This means that there is a 
demand constraint on agriculture, and to the 
extent the positive “.roocks’* (temporarily) 
relaxed these output went up. Many in the 
past havestresscdiheinstitutional constraints, 
that affect agriculture, particularly tcnurial 
relations (hat do not provide the ability/ 
incenttves. to cither the tenant-sharecropper 
or the landlord respectively. Recent data, 
that could have thrown light on the reasons 
for the better performance of agriculture, arc 
not available. Agriculture grew at rales in 
excess of 3.4 per cent since 1992-93, except 
during the year 1995-96 when it declined 
by 0.4 per cent. The staiewise data from 


1980- 81 to 1989-90would indicatelhat West 
Bengal's agriculture grew at 3.95 per cent, 
which was exceeded only by Punjab (4.96 
percent), and Haryana's (3.2 percent). All 
other slates grew at less than 3 per cent. 
Operation Barga was completed in 1982-83, 
and over the period since then to the end of 
the 1980s Bengal's agriculture grew at 5.5 
per cent, which till iltcn hod been a laggard 
among all states. The available data for food 
grains output cover a longer period including 
three years ot the 1990s. The increase in (he 
average grain output of 1990-91. 1991-92 
and 1992-93. over the average output of 

1981- 82.1982-83 and 198.3-84 was 6.02 per 
cent per annum for West Bengal! The next 
highest was for Haryana (4.42 per cent) and 
Punjab (3.76 per cent). Forsomcofihe other 
substantial st.'iies it was as follows: Bihar 
(2.57 percent), Assam(2.%pcr cent), Andhra 
Pradesh (0..39 per cent) |CMIE 1996), It is 
unlikely that in Wc.st Bengal, area would 
have shifted from last growing crops like 
vegetables and potatoes to grain. From jute 
there was .some shift, but thiscannoi account 
for the very high growth rates obtained. Its 
performance is likely to be truly reflective 
of ilsovcrall <igriculiural performance. Thus, 
there arc vast gains to be made by a relaxation 
of tcnurial constraints more widely. If 
agriculture in India can grow at rates close 
to 5 per cent there is no stopping the ‘tigcri- 
sation' of the economy. 

Policy-makers and the government have 
cars only for the nch and surplus larnicrs. 
Ill their consent to the reform priK'css they 
have been able to successfully drive a hard 
bargain for the retention of agricultural sub¬ 
sidies. and hand.somc support prices The 
unique opportunity for land reform on a 
capitalist agenda is being missed by the 
right. The left despite its stated roinmiimcnt 
to land reform is not pursuing it with the 
seriousne.ss that the issue warrants, and 
especially so given the success in Bengal. 

The pri vatisai ion agenda, which is i ntcgral 
to the reform process has strong political 
ba.sis. Many ot the public sector units 
especially those with undervalued as.scts, 
and/or those about to embark upon the scale 
economy ladder, and with not too large a 
burden on account of overemployment, 
would he attractive to private capital. Tod.i y, 
only the interest of the public sector em¬ 
ployees stands in the way. Few take-overs 
or sales as such have taken place. And this 
situation can last for some time, despite the 
.state having shown its ability toimposc upon 
the PSUs a .severe funds constraint, and 
ensure that most fresh investments take place 
in (he private sector. The govem>nent hopes 
for a slow attenuation of the pressures against 
privatisation as the PSUs arc softened up. 
In such a situation it is important for the left 
to take a fresh look at privatisation, it offers 
the slate an opportunity to compensate 


landlords to carry out a feasible land reforin. 
The opposition to this from the right is not 
likely to be insurmountable, since it makes 
for a quicker privatisation, and provides the 
conditions tor expansive growth. Most 
impoitantly it can for long secure the institu- 
tivin of private property. The net worth of 
the public sector, even after adjustments for 
the costs of an attractive VRS would be 
adequate to launch a major programme of 
land reform in the areas that need it most 
such as Bihar and eastern UP. The massive 
transfer of funds that this would entail, need 
not be inllationary if the buyback of the 
shares of PSUs is pushed to a period after 
eight years or so, and in a phased manner. 
But is this po.ssible when both the right and 
the left arc steeped in boirowed ideas? 

The sharp fall in exports in 1996-97, when 
looked at a little more closely would indicate 
that the fall has been steepest fur the industries 
and product groups where the small scale 
industry is dominant. The lop eight iiianu- 
faciuring industries, in terms of the relative 
decline in growth raicol exports were primary 
and scnii-fiiiishcd iron and steel, transport 
cqutpnicni, handicrafts, leather lootwear, 
readymade garments and electronic goods, 
in that order, in the first the public sector 
is imfiortanl. and the small scale industry 
dominates all the others except transport 
equipment. That both the public sector and 
the small firms suffered a severe funds 
constraint during the year when the credit 
expansion was negative (see table I), is not 
ill doubt. Small firms face a triple squeeze 
wlicn there is a credit squeeze Over and 
above the average effect, they have to bear 
an additional burden since the banks have 
a lendciicy lo impose the credit restriction 
more heavily on them. The asymmetric risk 
(icrccpiion, which is .severe fur (he small 
borrower, and the fact that hank otficers are 
penalised for failure of small loans, are part 
of the problem. Moreover large firms in sub¬ 
contracting rcKitions with small firms, tend 
to squeeze them when there is a general 
credit shortage. The problem of course is 
very basic to ihc credit market, which 
continues to be very inefficient ,ind mis- 
allocate resources. The RBI's method of 
‘control’ over banks is the main problem. 
There is a iired for the RBI lo move away 
from .'idmini.slnilivc direction of credit to 
incentive ba.scd direction of credit lo 
particular seciorsfcithcr of .siK'ial importance 
or those facing asymmetric risk). That it 
needs lo .separate Ihc hanking related direc¬ 
tions from those related to sectoral policies 
has not permeated the understanding of the 
RBI. Banks ihcm.selves would have to move 
towards internal systems of control and 
incentives lo be able to really evaluate 
projects, and develop their client portfolio. 
Formal and nile based evaluation is hardly 
Ihc answer. The continuance of the vast 
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spread in interest rates despite their 
deregulation, is the cleaiest indication of the 
banks operating as a cartel. The mode of 
control based on guidelines is long over.''* 

For the small firms, there is no alternative 
to the credit markets and their efficient 
functioning. In 1996-97 smali ilrm output 
may have grown at rates less than large firm 
output, for the first time in the Indian economy 
in many years. (India is at present at that 
juncture where the small industries ought to 
be the fastest growing sector.) Capacity is 
most elastic in small firms, and many produce 
tradables, and there are still many more 
waiting to produce tradables, if only the 
incentives were strong enough to give the 
initial push to make investments to take 
advantage of scale economies and better 
quality. 

VI 

Conclusion 

More than political constraints, an 
adherence to orthodoxy on the pan of policy¬ 
makers may have been responsible tor the 
economy operating at well below the growth 
rate that it is capable of achieving. Part of 
the problem is orthodoxy's (limited) 
understanding of the cast Asian trade strategy, 
which was as far from laixM’: fairc as can 
be imagined. A piirposclul and massive 
undervaluation of ihcir current) was part of 
the strategy, which while making the ratio 
ot importables to cxporlahics close to Ihcir 
international prices, provided for simul¬ 
taneous export growth and imiKirt substi¬ 
tution; something not possible in orthiKloxy’s 
standard work horse - the 2x2x2 model of 
international trade. .Simultaneous import .suiv 
slilution and export production is theore¬ 
tically possible for economies w'ith idle 
resources, with the introduction ot third non- 
Iradcd guod.s sector. Today, the appreciation 
in the real effective exchange rale, unless 
corrected would bring exports and growth 
Itself tumbling down. The prospect for a 
sustained growth at 9 per cent or more is 
real. It is well below the point at which 
inflation can be expected in rise. The need 
of the hour is expenditure (investment) 
expansion. The current budget in providing 
for a tax cut for industry, has done the right 
thing. But that in iiscl I would not he enough. 
For structural and other reasons private 
investment would not show the same bounce 
in the years to come that it showed in the 
past. Further increases in the share of private 
investment would have to wail many 
clarifications of legal and other (.such as 
regulatory) tangles. This raises the sco{>e for 
renewal of public investments in areas like 
power, with even deficit llnancing. If the 
agricultural constraint loo can be relaxed via 
institutional reform, and a di.sequilibrium 
exchange rate strategy is in place the 9 per 
cent may itself be an underc.stimatc of the 


rate of growth the economy is capable of. 
Of course the present orthodoxy of the policy¬ 
makers and the RBI would have to go. 

Notes 

(I am indebted lo iny ('ulleague.s Jayani Vernia 
ond Ravindra Dhulakm for extensive diseuissioiis 
which helped me grrally.) 

1 AlexonderGerschcnkron's (I9()6)in.sighl was 
that ihc later ihe onset of industrialisaiioii ihc 
faster is the giowth or irunsfoitnalion Uitc 
indusuialiseis have .also been more oeiivisl 
(with the lead being played by the slate). Tins 
IS amply suppurlcd by nearly nil the 2(Hh 
century induslrialisalions 

2 Thf Kim ,\sum Mitw U' Krimn [World Bank 
199.1) is Ihe luicsi in ihc line of aigiiincni.s 
that litilc else oiliei than stable macro¬ 
economic policies, neutral trade regimes, 
invesliiicnts m cerium siK'ial overhead capital 
like cducaiion. have brought about iIk- Iasi 
growth of cast Asia. The debate on Ihc Worltl 
Dfvelopmeni Rtpori 119X7). demolishes 
much of the evidence and ihe interprelalion. 
and makes a case for slate intcivemioii, and 
industrial policy including micro inlcrsmiion 
Here we have a Imiilcd obicclive lo show 
that there is another iiiicrprciation to the casi 
Asian (including China now) trade strategy, 
which ‘apiK'ars’ to he neutral to orthodoxy 
While Ihc strong and dii igistic stale arguincnt 
IS valid, il may he of le.ss relevance outside 
Ihc political and culluial coniexl of Korea 
(and Japan) The siimlanty of Uie trade 
strategies of Korea. ThailaiKl, Tai wan. China. 
and po.ssihly MaLsysia and Indonesia, despite 
thcirnbviousdiricreni.‘csin ihc stale sinictiirc. 
industrial sliiicluie. and political systems, 
etc, means lhal trade suategy should be ihc 
principal focus of atlenlion. Especially so. 
when ihcie is desire to not merely understand 
their success but lo emulalc Ihe same 

.1 Withinultiplecnniniodilies.andfulliililisalinn 
of resources, and all of them being considered 
a.s tradable Ihe l.iw of coinparaiive advantage 
bccoinc.s a limned siaiement that, if P/H' > 
P/P*. where tlie pnees are al autarky lor ihc 
country and ilic rest of ihc world (wi, iIkii 
the country will export goiKl j if it cxihiiis 
i. and import i il it iinpoits j 

4 Promotion of national trading corfioralions. 
state level Irading corporations svhich had 
strong and iiniinaginahly large inceiiiivcs to 
export, significant and pericKhc dcprcci.'ilioii 
of the currency, and a dual exchange rate in 
the early phase was all pari of Ihe open door 
policy which is not widely recognised (.Sung 
1991), 

.1 So severe svas llic bias against cx|>orls with 
Ihc ushering in «(iinpori suhstiiuiion undci 
the Mahalanohis Plan that, India from being 
Ihc second largcsicxporlcrof textiles in world 
markets (about IX per cent share), reached 
a level of less than 1 per cent in Ihe course 
ot five to six years. Ot course ihe liinitaiions 
of the textile policy were partly rcs|M>nsible, 
but in many other products too 'ndia lost its 
markets [.Singh 1964). 

6 II IS interesting Ihol both China and Kuiea 
saw declining terms of trade, when their 
exports expanded fast. This terms of trade 
decline is the inevitable tribute iliai the late 
industrialisen pay to the alieady i ndusti lah.scd 


tor market access But the incuine lenns of 
trade have risen .sharply It is quite likely that 
il the lenns oftiadc diK-.s not fall in the initial 
ph.'iscN nl e.\|iiinsion ol manufactured goods, 
thcie may be con iiainis lo expansive growth 
via chcaix'ning ilmiugh the realisation of 
scale economics ami learning Both groups 
of counincs gam. iH-caiise idle rcsoiiicos are 
used up in die c.xpsirting cuuntiy 
7 riic coiolluiy of dlls .iiguincni is that forced 
flee trade in an economv lhal does not yet 
have a basic miniinum of mdiisirics and is 
still only c.^rHirling nalui.al resouicc bused 
products, would lie its roniinc t.i ihe limitations 
in its endow mem ol naitiial resoiirc'es and to 
growth in ihe cxtemal demand (oi llic same. 
As the liialeri.it content ol (il)P. world over, 
ilccliiies with giowdi. die losses in llic form 
ot Ihc oppoiiuniiies lorgoiie to utilise a 
glowing population prodnciively become 
targe This is whai happened lo the densely 
|iopulalcil non while colonies such as India. 
X Whcn'lhurcuiescvcrciiii|H>itqtioins(spcciric 
lor puilicul.il source coiinliies as in llie cose 
ofg.irmeiiislai iIk dcsiinalions, undihe source 
counlry lias very large laclor oisi advantage, 
Us III die ca.seof Imliu. rent seeking, in allotifieni 
111 exiHUI quoMs luiee eim'iged 
9 'IIk' data tovered the period liom 19.S0 10 
l98X.(orahoul nOcounirics Inall 1292dala 
points with non-missing values were used in 
(luiicl lonii I lie strut luial fuclurs included 
populaliun. share ol cunsuinplitin and 
invcslmem cX|X'nditures. pei capita income 
in log log loi m The P ratio foi die rcgiession 
was 7flX 5 and the adjusted K sq (16193.1'he 
dnia was lioiii die Pciir. Wnild Tables, 
MaikV(NHt-;U 1991). 

1(1 Winch IS liighci than dial of sonic advanced 
induslrial n.ilions, whii.li aic also huid-rich 
-- US, Aiisli.ilin, New Zealand Canada, etc. 

11 To igiioic diis diinension is lo neglect one 
of die priiici|Kil tlnvcrs in llie evoliilitin of 
society III die nuHlern fsTuid' nationalism. 
I)k* olhei IS ela.ss struggle 

12 III our view llie idea ol ilillercncinglortratui- 
roriiiing) time senes III render liiemsialioiiary 
without an a prion comi'piual basis is arbitrary 
and can soiikmiiiics he worse than useless, 
desjiile llic enoiiiK>usly dcvelo|>cd slaliii|)cal 
sophistry dial lollow The amount ol differ¬ 
encing iiiid/or Ihc lunctional iraiisforinalton 
lo be cairicd out ought not he based on 
sl,iti.slK'al considerations of Ihe very data that 
IS used loi infcrerii'c This would be lauto- 
logical Tlic functional lonii anu hence the 
liansfonnalion and diflcteiiciiig lo reiuler a 
lime si'iies stalionary lia.s to be a priori to the 
inference Wc know (loni basics lhal an 
expuiidiii); capiialist sysiciii caniuit but grow 
exponciilially from whichanex|xinenlial form 
IS instilled so lhal sluH'ks' or Ihc 'impact' 
Oil llic sysicm can lie us in die text. The 
deluded aigiimenis loi lire same are in Morris 
(1992). iiiiiiico 

l.t And dial (here is much scope to do this is 
mil in doiih: it die bulk of die manufacturing 
public sector enterprises could follow 
ciilerpriscs like Ihe Bllhl. and NAIXX). 

14 nxugcnoiis only lo ilu- extent lhal we arc 
considering a simple expenditures model, and 
these variables cither because of weather 
(agriculture), or being highly unpredictable 
(invesime-nis), or because (Kilicy and govern¬ 
ment behaviour can drrectly influence them 
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(public mvesunenu.govemmeiuexpeiidiliiie 
and expoilt and invesimenu), arc conaidered 
ax vanabicx wurth focuMug upon Our pnur 
analytix of cdusation provide support fur 
such a decomposition raiher than othem that 
are alxo pouibic For policy analysis, the 
usual use of the produciion function to break 
up the growth rate into that due to capital 
and labour inputs and the residual which in 
turn could possibly be broken up into those 
arising out of technological change, scale 
economies etc is not useful This is because 
neither technology nor input use arc 
actionable vanables from the policy angle 
Policy can at best influence them, given the 
assumptions ol a capitalist economy Such a 
decomposition no doubt has inerils in other 
contexts for example in a histoncal analysis 

15 The trend growth rate in investments would 
have to go up, but in a short penod it is 
diflicult to cbixk for trends 

16 The need to reduce ihe fiscal dcricil has been 
vastly exaggerated Thera is of course a 
pressing need in cul govrrnincnl s 
consumption expenditures that are not 
ledistnbttlive to teducc highly dislortionary 
subsidies and virtual doles to ihc ciii/cns 
(cenamly not poor) of Delhi or to reign in 
Ihe vast leakages on expendiiures meant for 
depnved groups A budget deficit of S 6 per 
ccnl of GDP IS enlirely suslainahic and could 
even be increased when much of it anscs on 
account of interest paymenis 1 he expcncme 
thus far of declining inflation at high growth 
rates only proves this 

17 The experience of llic eicctnc power scxior 
would indicate Ihal a vibrant democracy such 
as ours can experience a Catch 22 siluation 
with regard lo private investments in 
infrastructural areas Even though investments 
in power are highly appropriable unlike say 
in education or roads, Ihe lung penod over 
wbii h Ihe capital costs are recovered if only 
Ihe real depreciation has to he provided for 
implies Ihal ihe stale would have to allow 
returns (or equivalently pnecs for power) 
higherthan what it couldclurgc as u monopoly 
supplier So charges of a sellout are bound 
to anse m a democracy which Ihe state would 
have to address Without such bencliis private 
capital would not be willing And certainly 
no luicign party would be interested m a 
power proiect without a return of at least 20 
per cent in dollar tcniis Enron would easily 
earn in excess of 28 per cent in dollar terms' 
Stneter or socially more optiiiul terms would 
evaporate the prospects fur pnvate power 

18 There is the envious alternaiive of giving 
public sector enteipnses the autonomy to 
pertonn and linking iheii performance with 
rewards and puntshinenis (i c giving teeth 
lo Ihc coniracis between ministries and iheir 
enierpnses) Such measures were used to great 
advantage by the Chinese government lo 
energise many of ihcir SObs iLs rejection 
or rather avoidance is probably because ihal 
would ai one stroke considerably reduce (he 
basis of aggrandiseiiicni and corruption 

IS The author os part of Ihe working subgroup 
on financing ol the SSIs for ihc Ninth Flan 
was witness to the many stones andcompbinis 
against the absurd and sometimes possibly 
cnminal behaviourof banks towards the bSIs 
The Nay ik Coininitlee norms which are 
supposed lo apply lo small firms have been 


systematically ignored by banks The 
problems with regard to the funciiomng of 
bonks are many and this paper is not Ihe nghi 
place to discuss ihein 
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The Interest Rate Imbroglio 

Monetary and Fiscal Dimensions 

D M Nachane 
A V KanUk 
N R Ilatekar 

While it may be debatable whether interest rates in India are free or not, there is no denying that financial 
liberalisation has taken place on an extensive scale. Equally undeniable seems to be the Jact that this liberalisation 
has been badly managed and is directly responsible for the upward surge in interest rales which occurred in 
1995-96 and which continues substantially unabated. 


From an infinite wot Id of negation. I have 
selected two limitations of monetary policy 
to discuss (I) It cannot peg interest rates for 
more than very limited periixis; (2) It 
cannot peg the rale of unemployment for 
more than very limited penods 

- Milton Friedman, The American 
Economic Review, 1968. 

I 

Introduction 

IF atiked to name the single most important 
macro-economic problem confronting the 
Indian economy today, it would be a .safe 
bet to assume that almost all answers would 
zero in on the high interest rate structure. 
Such an interest rate structure not only 
presages the danger of a recession, but it can 
well lead the economy into the inlamous 
internal debt trap about which Moricy and 
Fishlow (1987) had cautioned a decade ago. 
The genesis of the current crisis has been 
adequately discussed in a number of studies 
(notably Joshi and Little (1996) and Mistry 
(199S)) and wc do no more than briefly touch 
upon the theme here. Till the mid-1980s. 
market forces had virtually no role to play 
in the determination of either the terms or 
the quantum of overall credit. Hus was largely 
attributable to the implicit sway that 
Keynesian ideas had always had on Indian 
policy-makers-particularlythcTobin( I96S) 
dictum that low nominal interest rales were 
conducive to growth. (To this mu.s( passibly 
be added the political economy argument 
that control of credit allocations, particularly 
credit flows to farm lobbies, is a powerful 
vote catching instroment). India was thus a 
typical (though not extreme) example ol 
what McKinnon and Shaw have dubbed 
Tifiancial repression*. 

By April 1992. the pendulum of ofTicial 
opinion had swung to the other extreme. 
Structural reform was the buzzword but, 
more interestingly, the government had 
discovered (hat financial sector reforms, 
among all the components of structural 
adjustment, generated the least political 


opposition, and were thus the easiest to push 
through. Spurred on by this logic, a number 
of measures pertaining to the financial sector 
of far-reaching significance were effected in 
rapid succession. These could be classitled 
into three broad categories. Firstly, there ore 
the issues relating to monetary policy such 
as reserve requirements, interest rates, 
refinance facililie.s and the activation of 
internal debt management instruments. 
Secondly, there arc the management and the 
supervision issues such as .strengthening 
of banks and financial institutions by re- 
capitaliisation and by prescription of capital 
adequacy and prudential norms. Finally, there 
are i.ssucs pertaining to the competitiveness 
of the financial system such a.s restructuring, 
privatisation, mergers, amalgamations, etc 
(RBI Annual Repoit 1992-93). 

Our immediate interest is confined to the 
first group of issues. Within this group, the 
major highlights may be briefly dc.scribed. 
Firstly, the CRR and SLR from their high 
average levels of IS per cent and 38.5 per 
cent in 1992 have been brought down to 10 
per cent and 27 per cent, respectively, as of 
IDecember 1996. The interest rate structure 
Itself has witnessed significant deregulation 
as well as rationalisation. Before 1992, there 
were about SOIcndingcalcgoncs with interest 
rales (Impending on loan size, usage and 
borrower classification - these have now 
been rattonali.scd to about IS (Government 
of India, frowwirc Survey/99l$-97). Interest 
rates on loans in general category over Rs 
2 lakh arc free to be determined by (he banks, 
though PLR stipulations apply to URI 
advances and rupee export credit. Similarly 
the fully controlled deposit rate structure that 
pievailedintheeariy 1990s has been replaced 
by a more flexible one in which ceilings 
apply only to rates on savings deposits and 
term deposits of bmween 30 days and I year 
maturity. 

Important changes have also been 
witnessed in (he Treasury Bill and 
Government Securities markets. A 364-day 
Treasuiy Bill (TB) was introduced in April 
1992 in lieu of the 182-day TB then in 


existence. The 364-day TB was to be sold 
by auction and was not rediscountable with 
the RBI. In January 1993, a 91-day TB sold 
by auction was also introduced Further, the 
historic agreement signed between the RBI 
and the government of India in September 
1994 limited the net issue ol ad hoc TPs to 
Rs 6.000 crores with a commitment to phase 
nut ad hoc TBs in 1997-98. Hiis commitment 
has been honoured in the Budget 1997-98, 
with ad hoc TB.s making way for Ways and 
Means advances, whereby government 
borrowing will be more closely aligned with 
prevailing market rates of interest. So far as 
the gqvcrnment securities market is 
concerned, the long-term declared joint 
objective of the government and the RBI 
has been to broaden and lend depth to this 
market. Beginning Apnl 1992, a senes of 
measures have been initiated to this end. The 
government borrowing programme in dated 
sccunties is entirely through auctions and a 
Delivery vs Payment (DVP) system was 
introduced in July 1995 to leduce the 
settlement risk in government securities 
transactions (This system was extended to 
TBs in February PWb). With a view to 
creating a widenn ve.stor base for government 
securities, the RBI announced liquidity 
support for mutual funds dedicated 
exclusively to inve.stmcnt m government 
securities cither through outright jrurchases 
or reverse repos. In June 1996, the system 
of Primary Ocalcra was mode operational (at 
the moment (here are six primary dealers - 
DFHi, STCI, SBI Gilts, PNB Gilts, Gilt 
Securities Trading Corporation and ICICI 
sccunties). In the same month, the RBI also 
issued guidelines to banks lor retailing of 
government sccunties to non-bank clients. 

The moot question, of course is whether 
all the above measures, have made the yields 
on government paper accurately reflective of 
the market price of loanable funds. 'Theanswer 
can be, at best, a highly tentative one. 
Certainly they are far more representative of 
market trends than (hey were prior to 1992 
but the entire market stilt remains a highly 
administered one, and conclusions need to 
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be filtered with a fine grid of qualifications. 
While it may be debatable as to whether 
interest rates in India arc free or not, there 
isnodenyingthat financial liberalisation has 
taken place on an exiensive scale. Equally 
undeniable seems to be the fact that this 
liberalisation has been badly managed and 
it directly responsible for the upward surge 
in interest rates which occurred in 1995-96 
and which continues substantially unabated 
(though there seems to have been some lei 
up in recent months). Before we turn to the 
empirical evidence, it may be worthwhile lo 
review brietly the theoretical ideas which 
seem toexert a strong influence on our policy 
mandarins. 

II 

McKinnon-Shaw, Fry, Taylor and 
Development Reports 

The original McKinnon-Shaw thesis 
(McKinnon 1973 and Shaw I973| took a 
clear-cut view pinning down government 
intervention in financial markets in LDCs as 
the 'villain de piece' in deterring investment 
and economic growth. The McKinnon Shaw 
lhesis.as expostulated and elaborated by Fry 
(1989), rests on the following four main 
features: 

(i) The (low of savings is positively related 
to the real rate of interest and the demand 
for investment negatively, the point of 
intersection of the two schedules yielding 
the equilibrium rate of interest, (ii) Real rates 
of interest kept artificially below the 
equilibrium rate by government flat, would 
depress both the quantity as well as quality 
of investment, (iii) Not aggregate savings, 
Init only that of part of it which takes the 
form of savings ip financial a$.scts is relevant 
for economic development. And (iv) money 


balances and physical capital are com¬ 
plements rather than substitutes, i e, invest¬ 
ment is financially constrained. 

The uncritical adoption of huge do.ses of 
the McKinnon-Shaw medicine in the 
Southern Cone countries of Latin America 
in the 1970s and 1980s, under IMF-World 
Bank ministrations, proved catastrophic and 
were still fresh in public memory when India 
embarked on its financial liberalisation 
sirategyinthe 1990s. By this time, the World 
Bank had realised that if the 'goodbye 
financial repression, hello financial crash' 
syndrome was lo be averted then an economy 
embarking on a financial liberalisation 
programme had to have two basic 
prerequisites- macro-economic stability and 
adequate hank supervision. The World 
Development Report (1989) engages in a 
detailed cathartic self-examination as to 
what went wrong with the McKinnon-Shaw 
prescription - macro-economic instability 
and adverse selection (a la Stiglitz and Weiss 
1981] get the prime share of the blame. 
Banks are unable to screen the risk 
characteristics of individual borrowers 
accurately and the higher the lending rate, 
the greater the probabi lity of borrower default. 
Macro-economic instability not only raises 
the latter probability, but it also makes the 
default probabilities of different borrowers 
highly correlated. 

Inthe presence of strung bank supervision, 
this only serves to underline the need for a 
cautionary approach and the result is credit 
rationing at a lower rate of interest. But 
strong bank supervision in the LDCs is an 
exception rather than the rule. Besides, with 
fragmented and small deposit holders, bank 
failures are extremely unpopular politically 
in the LDC^. Deposit insurance is viewed 


as a special need but it has the unfommaie 
conseqtienceof makii^banks undisciplined, 
since they are secure .in the knowMge of 
being bailed but in the event of their loan 
portfolios turning sour. This is precisely 
what makesbanksoverextendtheirpositiems 
and indulge in risky lending at high interest 
rates, rather than go in for credit rationing 
at lower interest rates (sec Arestis and 
Demetriades 1993], 

The World Development Report (1989) 
constitutes not so much a criticism of the 
McKinnon-Shaw thesis as a caveat lo its 
unexpurgated application. More fundamental 
criticisms come from the neo-structuralists 
and the post-Keynesians. In the neo- 
structuralist viewpoint, best exemplified in 
Taylor (1983), a crucial role is assigned to 
keib markets (or unofficial markets), which 
surprisingly have been completely ignored 
by McKinnon and Shaw. Kerb markets are 
more efficient intermediaries between savers 
and investors than banks, as they are not 
subject lo either CRRs or SLRs. Thus, the 
increa.se in interest rates, following upon a 
financial liberalisation strategy to the extent 
that it .shifts deposits from the kerb markets 
to banks reduces the aggregate supply of 
credit in the economy (because part of the 
shifted fund.s arc now impounded as reserves). 
This pushes up interest rates further in both 
banks as well as the kerb markets. The 


Tabui I: Unit RcxjtTe-sts 


Name of 
Variable 

ADF 

Philips-Perron 
Tau Statistic** 

Ln(MI) 

-2.29 

-2.28 

ALn(MI) 

-5 63 

-9.66 

U(M3) 

-0.64 

-0.015 

ALn(M3) 

-.5.25 

5.60 

BO 

-1.51 

-I..36 

ABD 

-4.14 

-5.99 

Ln(TB9) 

-1.67 

-1.51 

ALn(TB9) 

-4.79 

—6.44( 

Ln(TB3) 

-1.76 

-0.70 

ALn(TB3) 

-2.71 

-3.53 


Notes-. The unit root tests were run against the 
alternative of siaiionarity for the 
following models: 

1 The true process and the estimated 
regression are both simple random 
walks. 

2 The true process is a simple random 
walk, whereas the estimated regression 
contains a drift teim. 

3 Thetrueprocessaswellastheestiraated 
regression are both random walks with 
a drift term. 

4 The true process is a random walk with 
adrift, whereas the estimaied regression 
contains a linear time trend. M3, Ml. 
TB9 and TB3 showed a significant 
time trend and a drift, whereas the 
budgeidericitdidnotthowatime trend 
or a drift. The statistics reported in 
Table I are for the appropriate models. 

**: Phillips-Perron tau statistic is reported 
for window size three. 


Am. 
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Kaicckian mat L-up hypothCNis isnow hrouphl 
into play to show that indiistnai prices will 
rise putting a squeeze on profit margins, 
investment and growth. 

A post-Keynesian indictment of the 
McKinnon-.Shaw thesis is advanced in 
Burkett and Dutt (1991). Putting effective 
demand at the centre-stage ol analysis, these 
writers show that the high real interest rates 
implied by finaiu ial liberalisation impinge 
adversely on ellective demand in i wo ways 
- one is through curtailment of consumer 
expenditure, the other is through exchange 
rate appreciation and the consequent dam¬ 
pening ol exports. With profit expectations 
accorded their Kaleckian rolcof fundamental 
determinants of investment, it is easy to .see 
that eflective demand decreases tramdate 
into low investment via less sanguine profit 
expectations. 

In our view perhaps the strongest 
reservation that one could have about the 
financial lilvralisalion thesis comes from its 
implicit assumption of a perfectly competitive 
financial system. In a country like India, 
where a single bank (the State Bank of I ndia) 
controls about a quarter of the total bank 
credit, competition can at best be marginal. 
Thus, even ‘freed’ interest rates can display 
rigidities and insensitivities to market 
fundamentals typically characteristic of 
oligopolistic markets. 

The India Pryelo/unent Report (1997) has 
its own diagnosis of the Indian macro- 
economic situation. Its aetiology of the 1995- 
96 ensis focuses on the supply of liquidity. 
“Over 1995-96, interest rates rose not bccau.se 
demand for credit was too high, but because 
supply of liquidity was too low...Starting in 
November 1995. the RBI consistently 
lowered the CRR but banks learning to live 
with capital adequacy were reluctant to lend. 


and the money multiplier feU" (p 58). it is 
difficult t(< find oneself in agreement with 
the view. The money multipliers lor MI and 
M3 (both average and inciemcntal), it is true, 
have marginally tallcii hut only when the 
comparison is based on March 31 ligurcs. 
As IS well known such figures can rellect 
various types ol distortions attributable to 
financial year end comparisons. If one takes 
the aver.ige ol all rc|xjriing f-ndays of 
months during the financial year, the MI 
average niiiliiplicr has actually risen (ovei 
1994-95 to 1995-96) from 1.097 to 1.107, 
the MI incremental multiplier has risen from 
I. i 21 to 1. 163, whereas the M3 incremental 
multiplier has risen from 2.742 to 3.021. It 
is only the M3 average multiplier which has 
slightly declined Irom 3.127 to 3.112 (sec 
Statement 44. Report on Currenev and 
Financ e. Vol II, 1995-96). The ambivalence 
m thcRcpoi t icgarding the rolcof government 
borrowing becomes clear from the following 
quotation (p 58); “Government boi rowing 
fi om banks w.is below' trend duri ng the period 
and cannot be blamed for high inicresi 
rates...The perception that government 
borrowing was and would remain high led 
to an cxpcclaiion ol high interest rates in the 
future”. The Report’s pathology of the high 
interest crisis remains no less intriguing - 
it advocates that the RBI move to a 
combination of nominal monetary and 
nominal interest targeting, “which in effect 
means ttirgeting the real rate of intcre.st’’. 
Apart Irom the practical feasibility of such 
an approach, it is a guaranteed prcscnption 
for maintaining nominal intcicst rates at a 
high level! 

The role of money and budgetary deliciis 
in influencing interest rates is replete with 
controversy and is best dtscussed in a separate 
section. 


Ill 

Money Supply, DcficiPi and 
Interest Rate.s 

The follow mg story. pi obably apocryphal, 
best desciibes the unsettled nexus between 
money supply and iiilcrcst rales. A Chicago '■ 
moncy-coic cxaminution carried the 
following question. “Give two reason-s why ! 
a positive money .suipiise will rai.se interest ' 
rales. Clive iwo icasons why it will lower ; 
interc.si rates" [see Wci.ss 19831. 

There arc several strands to the literature 
in this area hut we will focus only on three. 
Firstly, iheic is an extensive body of theory 
ilcahng with the impact of money on iiile.rcst 
rates Secondly, we have a gioup of issues 
suiroiiiiding the real r.iie of interest and 
fuially, there is the literature sjiawned by the 
rational expectaiioiis and cflicieiii markets 
scIkhiI. 

Let us begin by describing the relationship 
between money supply growth changes and 
the nominal interest rate. Weniay distincuLsh 
at least five distinct effects here: 

(i) Theie is fii sil v the aniiouiiccinciu effect 
ol a moiietaiy itiiiovalioti. A |H)siIivc mone¬ 
tary iniiovalion (i e, a larger ihan expected 
giow'tli in money supply) usually leads the 
markci to anticipate a highei growth rate of 
money in the future.’I'his cx|wcicd, iiennancnt 
higher nmney gi ow ih rale induces an increase 
III expected inllaiion and a lesulting inciease 
in mieiest rales to reflect an inflationary 
premium (see Girtoii .ind Natliess 1985). 
The positive announcement effect is likely 
to dominate in the lir.st lew weeks after the 
monetary innovation. 

(II) The .second impact is the famous 
Keynesian ‘liquidity eflcct’. As the money 
supply increasi^s, incomes and prices are 
slow lo react, so dial initially we have a 
situation ol excess liquidity at unchanging 
nominal income levels ’I’his is the effect 
licsi known to economic journalists and 
often the only one ll would, of course, be 
a tragedy ol serious dimensions if policy¬ 
makers were not able to sec beyond this 
cl feet cither. 

(III) Contemporaneous with the liquidity 
effect there runs the .so-called ‘ 11 nancial effect’ 
|sce Melvin 1983). As the growth of money 
increases, hanks find themselves saddled 
with excess reserves. These excess reserves 
cannot he iminediatcly incorporated into the 
banLs‘ portlolios - they have to be temporarily 
parked m short-term markctahlc securities. 
This tcm|xirary spurt i n the demand for shevt- 
lenn marketable securities, lowers .short-term 
interest talcs But as banks, alter some time, 
un wi nd thei r holding of sccunt les lo refurbish 
their loan poitfolios, the effect on interest 
rates is reversed. Thus via the ‘financial 
effect' interest rates are first lowered and 
then raised hack to levels possibly exceeding 
their initial levels. 
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(iv) Both Keynesians and monetarists 
would agree that the ultimate efteci of an 
iiKrrease in money supply is to raise nominal 
incomes - they would, of course, violently 
disagree on how this rise in nominal incomes 
isdistributed between output and prices. But 
thisdisagreement is irrelevant to the argument 
that the rise in nominal incomes increases 
the demand for money and reduces the real 
balances in the economy, both of which 
phenomena serve *o pull up nominal interest 
rates. We may refer to this as the ‘income 
effect'. 

(v) Finally, there is the Fisher or ‘price 
expectations effect’ as the nominal interest 
accommtxlates fully a change in expected 
inflation. 

Tlius the typical expected pattern of i merest 
rale response to an increase in money supply 
growth rates is an immediate small rise of 
short duration (announcement effect) 
followed by a fall (liquidity effect and early 
phase of financial effect) with a persistent 
long-term increase (later phase of financial 
effect plus income and price expectations 
effect). All five effects will be present in any 
given situation though their duration, strength 
and timing are largely an empirical matter 
and will vary from situation to situation. 

Turning now to the impact of budgetary 
deficits on nominal interest rates, two distinct 
•tructural approaches are po.ssible. Firstly, 
if we adopt the IS-LM approach, then an 
increasein budgetary deHcit(whether because 
of an increase in government expenditure, 
a fall in tax revenues or both) corresponds 
to an increase in autonomous demand or an 
outward shift of the IS curve, unambiguously 
raising the nominal interest rates [Evans 
1983]. However, as Makin (1983) has 
cautioned, the expected positive relationship 


may be camouHaged in the econometric 
estimation of a reduced form because deficits 
are negatively related to the level of economic 
activity (tax returns moving in the same 
direction as national income) whereas interest 
rates arc positively correlated with activity 
levels. This may explain why (particularly 
for the (IS), very often empirical studies 
have failed to detect the expected positive 
theoretical relation between deficits and 
interest rates [e g, Plos.scr 1982. Barth cl al 
1985, Evans 1985. etc |. The second approach 
is more direct. If the deficit increases, at least 
part of the incrca.se will be financed by the 
supply of government bonds, which will in 
turn depress government securities prices 
and raise yields. However, Ricardian 
equivalence [sec Barro 1974J may make this 
relation tenuous I'o (he extent that Ricardian 
equivalence prevails, increases in budget 
deficits arc matched by expectations of higher 
future taxes calling forth more current saving 
to provision for this contingency. This 
additional savings, if it exactly equals the 
increase in the supply of government bonds, 
(he nominal rate of interest would be 
unaffected. More realistically, the additional 
saving may be less than adequate to match 
the increased supply of government bonds, 
in which case the positive relation (between 
deficits and interest rates) is only weakened 
but not annulled. 

The above discussion sets the following 
two priors for our empirical excrci.;c to 
follow: 

Prior /: Nominal interest response to 
money supply increases are typically a small 
duration rise (announcement effect) followed 
by a fall (liquidity effect and part of financial 
effect) and then an ultimate rise (financial 
effect, income eflecl and Fisher effect). 


Prior 2: Nominal interest rates respond 
positively to budget deficit increases 
(though standard econometric techniques 
may not show up the full extent of this 
relationship). 

If one incorporates rational expectations 
into our analysis, (he priors would still retsun 
the same thrust but with this important 
difference that only unanticipated money 
.supply changes and budgetary deficits will 
be assumed to affect interest rates in the 
sense of forcing them to depart from their 
anticipated values (Mishkin 1983, Fried 
1994, etc]. The anticipations of variables are 
of course unobservables and there could be 
disagreement about their precise modelling 
and the appropriate conditioning or informa- 
t ion sets. We choose i n the following analysis 
a VAR-cointegration approach, which has 
a considerable consensus behind it. 

IV 

Empirical Evidence 

(A) Meihmktlogy 

Wc no w con front the hypotheses del incated 
above with recent Indian data. As we 
mentioned at the beginning of our paper, the 
movement towards market-based interest 
rates did not really start in earne.st til' early 
1992, so that it docs not make sense to 
employ data prior to 1992 in our empirical 
tests. The short span of time, relevant for the 
study, makes imperative (he use of high 
frequency diita to imbue the results with 
minimally .sufficient statistical reliability'. 
Accordingly, we decided to use monthly data 
and this decision restricted our choice of 
interest rate variables to essentially two, 
91-day TB yields and 364-TB yields. Both 
these may be considered short-term rates. 
Other short-term rates m (he Indian context 
could be the call money rate and the bank 
rate. The former wc decided against on 
account of its extreme volatility; the latter 
for exactly the opposite reason, viz, that it 
is changed too infrequently. 

Wc were very keen to include a long-term 
rate in our analysis and the yield on 
government securities suggested itself as a 
natural choice. However, as Figure 1 shows, 
the pattern of the yield suggests too many 
structural breaks within our short period of 
analysis. It would have been a severe trans¬ 
gression of statistical rectitude to attempt to 
model such a capricious variable. The prime 
lending rate (PLR), another long-term rate, 
not only varies from bank to bank, but is 
effectively only a floor rate and not the 
average lending rate. Thus we forsake, as too 
ambitious, the formal modelling of long¬ 
term rate and confine our analysis to (be two 
TB yields. (The behaviourof these two rates 
overthe period of our analysis, April 1992 to 
June 1996 is displayed in Figures 2 and 3). 

From the policy point of view, the most 
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important issue is the impact of monetary 
and fiscal policy on interest rates But these 
impacts are intermediated through other 
macro-economic variables such os output, 
exchange rates and inflation Ideally, 
therefore, the model should incorporate such 
intervening vanables too However, every 
additional variable in a VAR model consumes 
valuable degrees of freedom, more so because 
the lags involved arc likely to be long Given 
the short-time senes at our disposal, we had 
to drop the intervening vanables I torn our 
analysis and focus solely on the final form 
relationships between money supply, budget 
deficits and interest rates We would still be 
captunng with considerable accuracy the 
ultimate response of interest rates lo 
monetary/fiscdl stimuli - what we arc 
sacnfictng is a detailed unfolding of the 
chain of intermediate links through which 
the ultimate eticcts arc brought about 

The methodology that we employ is the 
Johansen Jusclius (I992> cointcgration 
framework (see Appendix for a dcscnption 
ofthe procedure) Wc first test torthe presence 
of cointegrating vectors and their number 
Next the error coirccting mechanisms 
(ECMs) are computed lor each vanabic 
These desenbe the short-term dynamics of 
the system The rational cxpectations/cl ficicnt 
markets issue is then taken up, using the 
CCMs lo generate the anticipated salucs o( 
each vanable Interest rate innovations are 
then regressed on the anticipated and 
unanticipated components of money supply 
and budget deficits with a view lo (i) testing 
whether the predicted components arc 
insignificant thereby lending credence to 
the rational expcctations/cflicicnt markets 
hypothesis and (it) testing the direction and 
SI gniricanceofthcunanticipated components 
To allow tor the tact that we are dealing with 
generated regressors, the two-stage method 
suggested by Pagan (1984) is invoked 

(B) Nominal tnieresi Ratev 

We begin by examining whether our data 
support the typical pattern of nominal interest 
rate response to money supply changes that 
was hypothesised in our Pnor I above To 
this end. we calculate the cross correlations 
between money suppiv and the interest rates 
for various lags 

For two stationary senes X, and Y,. the 
cross-correlation at lag k is defined as the 
correlation coefficient between X, and 

Table I displays the dynamic features of 
the five nominal time senes that figure in 
our analysts - 91 -day TB yields. 'i64-day TB 
yields. Ml, M3 (all in logs) and Budgetary 
Deficits From the table, it is evident that 
all the senes are i( I) and hence have to be 
differenced once to be rendered stationaiy 
(see appendix for the definition of an 1(1) 
senes) Tables 2 and 3 show the cross- 
correlattons between 91-day TB yields and 


MI and M3 (all three senes being differenced 
once before the correlations are calculated) 
Tables 4 and 3 show t he correspond! ng results 
for 364-day TB yields 
The hypothesised pattern ol nominal 
interest response to money supply changes 
(Pnor I above) is most clearly brought out 
III the relationship between M1 and yields 
on 91-day TBs (Column (2) of Table 2) 
There is a positive but insignificant 
announcemcni c( feci in the month concurrent 
with Ml change (k=0), this is followed by 
a significant negative effect (k^l) and the 
effect soon turns positi vc i note the signifK ant 
positive coefficients lor k=2 and k=-7, all 
other cocllicienis being insignificant) The 
relations between M3 and 91-day TB yields 
(Col (2) Table 3) arc not as pronounced, 


minimum significance levels bang only 10 
percent But even here the only significaitt 
coclticienis arc positive (at Uigs k^i and 3) 
1 urmng now to the yields on 364-day FBs, 
there is a weak (10 pa cent significance 
IcvcDrelalionshipbciwecnM 1 and this yield 
at lags 4 7 and 13 and this is once again 
positive There is no relationship (even at 
10 per cent level) beissccn M3 and ^M-day 
IB yields Thus, the empirical data casts 
scry senous doubt on the belief m policy 
circles that increasing liquidity istheranedy 
for bringing down interest rates - as a matter 
ol fact if there is anv relationship between 
money and interest rates emerging, it is a 
positive one Our theoretical reasoning 
subsumed under lYior I thus gets unusually 
strong support from the (ails 


Tabif 2 Caoss C0RRILAI10NS HI rwiiN Ml and R9I 


Ligk 

Cor 1 

Cor 2 

Lag k 

f or 1 

(or 2 

0 

0 146 

0 146 

8 

0 107 

0 160 

1 

0 336* 

0 I3S 

9 

0 037 

0 186 

2 

0 331* 

0 167 

10 

0 141 

0 077 

1 

0 001 

0 134 

II 

0 083 

0 074 

4 

0 008 

0 407* 

12 

0 0<J4 

-0 278* 

S 

0 07! 

0 081 

13 

0 184 

0 024 

(I 

0 081) 

{) 030 

14 

0 067 

0 002 

7 

0 282* 

0 463* 

13 

0 033 

0 129 

Nolei 

( I ) Cor 1 - f ortmUl Ic) i9l(t)) 

( II ) Cor2 = Corinil(l) r91(l k)) 





(ill) ml denotesAInMI (ic ihefirsldirfercnLCof ln(>VII)andr9l denotesIhr firsldifference 


of Iht log of yield (0 maturity on 91 day TBs 




(is) * denotes significanic at 3 per sent level 





Tabu 3 

Cross Cokrii ahons RnwiiN M3 and k9l 


Lagk 

Cor 1 

{ or ’ 

1 ag k 

(or 1 

Cor 2 

0 

0 064 

0(Hi4 

8 

0 029 

0 076 

1 

0 127 

OOS6 


0 0/7 

0012 

2 

0 24011 

0 183 

10 

0 033 

0 033 

1 

0 233# 

0 204 

II 

-0 014 

0 074 

4 

0 011 

0 139 

12 

0 037 

0 247# 

S 

0 044 

-0 036 

11 

0 117 

-0 081 

6 

0 082 

0 031 

14 

0 087 

-0 120 

7 

0 134 

-0 243# 

13 

0 041 

0 261# 

Nolei 

( I ) Cor 1 =Cor(m3(i-k) r91(l)) 

( II ) Cor 2 = Cor(m3(i), r91(i-k)> 





(III) m3 denotes AlnM3(ie ihe first difference of in(M3)andr9l denotes Ihe first difference 


of ilie log of yield to maturiiy on 91 day TBs 




(IV) None of the correlations arc significant at 

3 per 

Lent levels bill ihuse niiiked (#) ore 


signilicont 01 10 per cent 




Tabif 4 

Cross Corru asions BiTwrcN M1 and K 464 


Lagk 

Cor 1 

n 

S 

Lagk 

Cor 1 

Cor 2 

0 

0 003 

0003 

8 

0 002 

0 092 

1 

-0 074 

0 028 

9 

0 042 

-0 066 

2 

-0041 

-0 020 

10 

0 069 

-0 147 

3 

-0 089 

-0 071 

II 

0 099 

0048 

4 

0218* 

-0 099 

12 

0 no 

-0 144 

5 

0 167 

0 123 

13 

0 246# 

0 038 

6 

0008 

0 024 

14 

0 139 

0 081 

7 

0 198# 

-0 033 

15 

0 071 

0038 


Ntnet (I) Cor I =Cor(ml(t-k). rT64(t)) 

( II ) ror2sCui(ml(i) r364(t-k)) 

(III) ml denotes 6inMI (1 e the first difference of ln(MI)) and r164 denotes the fust 
difference of Ihe log of yield to malaniy on T64 day TBs 

(IV) # drnotei significance at 10 per cent 
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Column 3 of Tables 2 to 5 show how 
changes in interest rates invoke monetary 
policy responses Irom the RBI. All the 
significant cncfricicnts in this column (for 
each ofTablcs 2 to 3) arc without exception 
negative, implying thereby that a ri.se in the 
interest rates prompts the monetary authority 
to decelerate the money supply though after 
some lag. Thus, it appears that consciously 
or uncon.scioiisly. the monetary authority 
itself recognises (or is forced to recognise) 
the impotence of cheap money as a device 
for lowering interest rales. 

Let us now turn to the long-term 
relationship between interest rales, money 
supply and budget deficit (alt in nominal 
terms). We run the following four VAR 
systems; 

Model /; Ml. R9I and RD 
Model 2: M3. R9I and BD 
Model J: Ml. R.(64 and HD 
Model 4: M3. R364 and BD 

(Where MI anti M3 arc the money supply 
measures (in logs). R9I and R364 arc the 
respective yields on 91-day and 3<>4-day 
IDs, (also in lugs) and BD is the budget 
deficit. All the data were descasonalised 
beforehand). 

The evidence of ihc coinlegration tests 
indicated a single eninicgrating vector in 
each mtxlel. These cointegrating vectors arc 
listed below (normalised on R91 or R364 
as Ihc cu.se may be). 

Model f; R91 = 2.3331 Ml 
(2.60) 

+ 0.0(XK)04 BD- ().()9.S(). (K) 

(1.04) 

Model 2: R91 = -X.6H7I M3** 

(6.75) 

+ 0.00(K)58 BD** - ()..3WW. (9) 
(9.73) 

Model J: R.364 = 1.0114 Ml** 

(7.23) 

+ 0.000014 BD**-0.14 (10) 

(25.55) 

Model 4: R364 = -0.1985 M3 
(0.34) 

+ 0.00(X)14BD**-0.1.38 (II) 
(23.70) 

The figures in brackets denote the LM 
statistics (Johansen and Jusclius 
(I992))which follow asymptotically chi- 
squarc distnbutions with I d f. 

In each model, Ihc ECMs are now 
calculated for the three relevant variables ic 
g, in model I, we would have a .separate ECM 
for R91. for M1 and for BD). Tlie estimated 
ECM values will be treated as the anticipated 
values for the concerned v.iriables and the 
difference between the ob.scrved and the 
anticipated value will be treated as the 
unanticipated value. Wc then regress the 
unanticipated component of the interest rate 
variable on the antici pated and unanticipated 


components (with lags) of the money supply 
nica.sure and the budget deficit. Tables 6 to 
9 tabulate the relevant results. 

The majorconclusionstocmcrgefrom this 
exercise arc li.sted for convenience below: 

(a) The prc*dicicd values of money supply 
and budget deficit areinsignilicant for Mixlcls 
I and 3 (Tables 6 and X) in both of which 
the money supply mea.surc used is MI. Thus, 
the rational cxpectations/effcicnt markets 
paradigm hears up well when MI is used 
as Ihc money supply measure but not when 
M3 is used as Ihc results for Models 2 and 
4(Tablcs7 and9)indicatc( here, the predicted 
values arc significant). This indicates that 
.somehow the TB market lor whatever there 
is of it) IS able to form more systematic 
expectations ot Ml than M3. 

(b) In all four models, the anlicipated 
values of money supply and budget deficits 


(whether significant or not) are invariably 
positive. Thus, the systematic or anticipated 
components affect the interest rate in the 
manner postulated in our Priors 1 and 2 
outlined above. 

(c) So far as the yield on 91-day TBs is 
concerned. Model I indicates a significant 
positive coefficient at the second lag of 
unanticipated Ml but a negative coefficient 
at the first lag for the unanticipated budget 
deficit. Model 2 indicates a significant 
negative coclficient at the second lag and 
a significant positive coefficient at the third 
lag for unanticipated M3 (there is no 
significant coefficient as far as unanticipated 
budget deficits arc concerned). The negative 
sign of the unanticipated budget deficit in 
Model 1 certainly contradicts Prior 2, hut 
the other results arc in consonance with 
Prior 1. 


T*hi r. .S. (.'ROSS Cf)RRn,\rtoss lu rwi-rs .M.3 ani> R364 


Lag k 

Cor 1 

Cor 2 

Lag k 

Tor 1 

Cor 2 

0 

-0 too 

0 106 

8 

- 0 (K)K 

■ 0.125 

1 

-0.1 (Xi 

0 051 

y 

0 019 

0 050 

2 

0 031 

0 I2K 

10 

0 041 

-0,073 

.t 

•0 010 

-0 (Kill 

11 

-0 038 

-0 1.36 

4 

0 081 

• 0 032 

12 

0 047 

-0 295* 

5 

0 I.•i2 

0.056 

13 

0 106 

-0 271* 

6 

0 072 

0 (M)5 

14 

0 084 

■C.403** 

7 

0 028 

-0 086 

IS 

-0 (K)2 

-0,176 

AW» (i) 

(.'or 1 = Cor(ni.3(i-k). r.364(l)i 




(III 

Cor 2 - Cor(iii3(l), r.364(l-k)). 




(iiiliii3 denotes AlnM.3 (i e. ihe lust dillerence of ln(M3)i and r364 denotes the first 


difference ot the log of yield to inaliirity on .364 day Tbs 


(iv) 

* and ** denote signilie.'incc at S per cent and 1 per cent levels respectively 


Tabu,6. Risoi.ts iok Mooi.i 1 - Ml, R91 and B1) 




(IX'pendcnt Variable R91) 



indcpcndcni Cocl't 

T-Ratio 

Independent 

Coetf 

T-Ratio 

Variable 


(21 df) 

Vaiiahic 


(21 df) 

IIMI 

1.17.52 

1.036 

tlBI)(-l) 

-0.0018)12 

-2.3.58* 

UMK-I) 

0 6,505 

0 4973 

UBI}(-2) 

• 0 tKX)()04 

-0.7885 

l!MI(-2) 

2.2825 

1 869* 

IJBI)(-3) 

0 0()(X)05 

-0 86/0 

UMI(-.t) 

-0 11.39 

-0 0956 

UBD(-4) 

-0 (M«KK)3 

-0 5851 

lJMI(-4) 

-1 180.3 

-1 045 

ABD 

0.0(KXK)S 

0 8950 

AMI 

2..3II9 

1 670 

Constant 

-0.(K)44 

-0 4497 

li|»l) 

O.IHKKWI 

0 2587 




Notes', (il 

The prefix U belorc 

a variable name indicates the unanticipated eoinponeni of that 


sanable and lire prefix A. the anticipaled component 



ui) 

* and •• denote 5 per cent and 1 per 

cent levels of .significance respectively. 


TABi.r 7 

Rbsi'US loR Model 2 - M-3. R91 

SND BD 




(l)ependcni Variable- R9I) 



Indepcedeni Coelf 

T-l’.alio 

Independent 

Coeff 

T-Rallo 

Variable 


(21 df) 

Variable 


121 df) 

IIM3 

0 (H)56 

0 OIK) 

UBf7(-l) 

-0 00(X)05 

-1.429 

(JM.lt 1) 

■1.8740 

-3.205** 

lIBD(-2) 

-0.(XX)007 

•0 1778 

liM.t(-2) 

1 .3549 

1.991* 

UBD(-3) 

-0.(KXXX)3 

-0.8251 

I.IM.3(-3) 

-0 4563 

() 7043 

lJBI)(-4) 

0.(KMXX)2 

0.4382 

UM.3(-4l 

-0 0962 

- 0 0*)72 

ABU 

0 0(XXX)3 

0.8055 

AM3 

6 2.3(81 

6 29** 

Constant 

0 0108 

1 .598 

UBI) 

- 0.(HKK)03 

0 7188 





N<ile\. (i) The prefix U before a variable name indieato.s ihc uiunlicipated component of (hat 
variable and the prefix A. the anticipated component. 

(ii) * and ** denote 5 per cent and I per cent levels of significance, respectively. 
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(d) Consider now ihe 364-day TB yield 
in model 4. The only significant u namicipated 
coefficients occur at lag 2 (negative) and 
lag 3 (positive) for M3, once again producing 
supportive evidence for Prior I. 

(e) There are no significant cocfficieiiis 
whatsoever in Model 3. indicating that so 
tar as 364-day TB yields arc concerned, the 
choice of MI and HD together results in a 
poor specification. 

V 

Conclusions 

The results of our empirical excicisc 
strongly support two propositions, viz. that 
a cheap money policy is no panacea for the 
high interest imbroglio in which wc find 
ourselves today and that the budgetary deficit 
actively raises interest rates. It would lie an 
almost perfect illustration of the ‘post hoc 
ergo propter hoc’ fallacy if wc advocated a 
dear money policy to bring down interest 
rales though hard-core monetarists would 
certainly not shy away from that prcscri plion. 
Our recomniendiilion instead is lo retrain 
from an ovet-aciive anil excessive reliance 
on monetary policy to bring down interest 
rates. Besides financial liberalisation I hat 
has rapidly occurred in Ihe past lew yeais 
has seriously croilcd the monetary authority’s 
ability to control money supply, via a lapid 
proliferation of iiioiicy suhsliiiites. Capital 
inflows add anolhcr dimension to the 
problem. Apart Irom the well known limns 
to sterilisation possibilities, .such inllows 
iinpo.se on the monetary authority Ihe need 
to maintain an aileijuaic rain* ol NI-HA (net 
forex assets) to cunenry (sec KHI Annual 
RciMit IW4-9fi. p 47). This rcquireincnl 
may he as the RBI says ”an important indicator 
ol the quality of monetary management” bin 
It has the practical consequence ol making 
the money multiplier volatile. Thus money 
supply control is certainly not the tacile 
niallcrthat icxibooks might sometimes make 
Us believe. Bringing down interest rales by 
money supply control then resembles 
shooting a swifi-fiyiiig bird with a crooked 
barrelled gun when the light is piMir. 

But that still leaves the issue o|x:n ns lo 
how interest rates arc lo bu brought down 
from their current high levels . Our results 
unequivocally [loinl to one culprit - the 
growth of the budget deficit. The evidence 
of a positive association between iiueicst 
rates and the budget deficit is p.-irticiilarly 
strong, when wc recall the caveat entered in 
Section III above that the ccononielric 
estimates, i f anything, arc likely to understate 
the true extent of the influence. But with 
the mass-scale largesse distribution that recent 
budgets (and the current budget is no 
exception) have indulged in, a cautionary 
note on fiscal prudence is likely lo make 
about as much impact on our vole hungry 
politicians as water on a duck's back. Tins 


then raises yet another possibility - will the 
threat of a recession coupled with political 
reluctance to curb govemnieni expenditure 
or raise taxes, bnng hack ceilings on interest 
rales? Alter all, hadn't McKinnon. wIhi began 
it all, recaiiied much of the dogma later; ”lin 
the presence ol moral hazard and nuicro- 
ecunoinic insiahilityl the government should 
probably impose a ceiling on the standard 
loan (and deposits) lalc ol interest as well 
as mandating .i number ol safciy-tirsi 
requirenicnis. such as larger loan-loss 
provisions .Successful developing 
economics li.nc lombiiied domestic puce 
stability with substantia! - even il regul.slcd 
- nominal rates on boiluleposiis and loans” 
'I'hc danger with this course of action is 
precisely that it will lake us back to square 
one - an indisciplined govcrnmcni unable 
ui re.strain the temptation ol over-hoi rowing 
at aitiflcialiy repressed inlcrcsl tales, which 
poses the very real danger ol tailing into the 
Moi ley- Fishlow (I ‘)S7) ly |)e of internal debt 
trap . Il IS between the Scylla ol recession 
■and the Charyhidis ol ihc internal debt trap 
that the cconmny has to he navigated. But 
where is llie Ulysses to do that? 

[All earlier veiMiiM of lhi.s papci w.'Ls presented 
ill llie sviii|H)Miiiii nn 'I'lnancial Lihcralivalinii’ 
org.inised by the Dep.imncnl of riconutiiics, 
University ol Muiiibai and Ihc Dniish Cnuneil 
Divistim. Miiiiihai on February 21 and 22 IW7 
The iiutliurs are grulcltil In Mcghnail IX*sai. 
.N A Mu|uni,l.ir. V K Bonitiah and Kevin Ia'c 
lor uselul eiiiiiinenis The usual itiscluiiiier 
applies. I 


Appendix 

Hata StHitces 

I'hc data were collected from the following 
sources: 

Figures lot MI. M.l and yield to nialurity 
on 364 -day T bills, spanning the period April 
1992 lo Juno 1996, ami data for yield to 
matiiiiiy lor 91-day T bills covering Ihe 
liei'iiHl Jiiniiary 199.) to June 1996, Were 
collected lioin various issues ol the Report 
on Currency and Finance. Reserve Hank of 
India 

l).iia till Cciiirc’s Budget Dcficils (cor¬ 
responding lo the notion of rrudilional 
Budget Deticil) running yields and 
redemption yields on government ol India 
securities, over April 1992 lo June 1996, 
were toliccted Irom Ihe various issues of Ihe 
Annual Report ot the Reserve Bank of India. 

ComicKiatiotv. A non-dcierininisiic non- 
sialionuiy time senes is .said to he 1(d) 
(iniegraicd of order d) if A‘‘X, is a stationary 
pioccss iwliere A is Ihe difieicncc o|)erator 
and d IS Ihe order ofdil lercncing). Two nun- 
dcierniini.vtic tune series and ate said 
to be cointegiulcd il the two senes arc 
iiulivtdunlly ltd), hut there exi.sis a linear 
coinhiiiation of the two. say X^ - which 
IS l(d-b), h > 0. 

The imilii variate coinlegraiioniraincwork 
that hn< been used in this pafier has come 
10 he established us a standard one for VAR 
systems. The procedure may he summarised 
as tollows (see Johansen. I9KK and Johansen 
and Jusclius l‘)yo) 


I'ahi I K' Kk.si'1 Ts niK Mnoi i. 3 - M I, K ) 64 , anu lilJ 
(IX'pcndcni Variable K 164) 


liulc|)cnder.l 

Cm-ll 

T-Kuho 

Independent 

Coeff 

T-Katiu 

Variable 


(21 df) 

V:iri,-ible 


(21 df) 

UMI 

0 21.39 

0 80 

UBI)( 1) 

-OIHKKK)! 

-1.08 

UMK-ll 

1)0813 

0 23 

UBI)(-2j 

-0.««XX)02 

-0.69 

UMl(-2) 

0 2619 

0.78 

UBI)( -3) 

0 (MHXM)I 

0.47 

UMI(~3) 

0 1679 

0.S4 

IIB1)( 4) 

- O.IKHKMXW 

-0 36 

UMK 4) 

0 2167 

0.68 

ABI) 

0 IXKXX)I 

0.64 

AMI 

0 2904 

0 62 

('onslaiil 

-0(8)196 

-0.27 

UBI) . 

0 mmm 

0 18 





Notes, (i) The prefix U before a variable name indii;alos Ihe unanlieipalcd coiiip'iicnl of that 
variable and Ihc prefix A. Ihe aniicipalcd com|K>ncnl 
(ii) * .iikI ** deiiulc 3 |)cr cent and I per ccnl levels of significamc re*peeiivcly 


Taule 9' Ki sixrs oi Mowi. 4 - M3. R.3(i4 anu HI) 
(IXpenuent Variable R.364) 


liidc pendent 
Variable 

Coeff 

T-Ratio 
(21 df) 

tilde pc iidcnl 
Variable 

Cixfl 

'1 -Ratio 
(21 dO 

IJM3 

-0.2010 

-1 066 

UBI)( 1; 

- ().(KK8KX)3 

-0.20 

UM3(-I) 

-0.8910 

-2.92’ 

UHIX 2) 

0 0(888)2 

1.41 

UM.II-2) 

0 6914 

2.80* 

UBIX 3) 

0 (X888K).3 

-0 17 

UM U-.3) 

0.1109 

0 38 

UBIX 4J 

0(8888)3 

-1.48 

UM.3(-4) 

-0.2.53.S 

0.53 

ABt) 

0.(8X8817 

4.45** 

AM.3 

UBI) 

2..32I.3 

■0.00(X)02 

3.09* 

-1.01 

Constant 

n,(8)7K 

1.81* 

Notes: (i) The prefix U before a variable name indicules (he uii.'iniicipated component of that 
variable and the prefix A, (lie anticipated component. 


(ii) * and ** denote 5 per cent and I per cent levels of significance respectively. 
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Let X, be and I( I )vector representing the 
n-senes of interest. A VAR of length p for 
X, would then be of the form 
P 

X,*in,X, , + p+e, ( 1 = 1.2,3 T)(l) 

where the 11, are matrices of constant 
coefficients, m is an intercept and e, is a 
Gaussian error term and T the total number 
of observations 

The error correction model (ECM) 
corresponding to (I )is 

AX, * IFAX,^ + nx,^ + n + e, (2) 

where A is the first dilfcrcnce operator and 
the expression for P and fl arc as given in 
Johansen and Juselius (1990) 

If rank (II) s r (r < n)then cointcgration 
IS indicated (with r cointegrating vectors 
present)and tuither, in this case fl may be 
factored as fl = a^’, with the matnx p 
composing r cointegrating vectors and a can 
be interpreted as the matnx of corresponding 
ECM weights 

References 

AiesUs, P and P O laeineinadcs (I99t) ‘The 
Ethics of Financial Liberalisation in 
Developing Countnes” in S E Frower and 
F P McHugh (eds) I mum ml Deiitmn 
MiikittK and Mural lte\i»mubility, Mac¬ 
Millan. London 

Bono, R J (1974) 'Are Government Ronds Nel 
Wealth’’ Journal of Poliiual Etommy, 
Vol82. pp I09S 1117 

Beckennon, P (1988) ‘The Consequences of 
Upward Financial Repression', Initrnational 
Revttw of Applied Ftonomu^, Vol 12, 
pp231 49 

Bruce. N (1977) ‘The IS LM Model of 
Macroeconomic Equilibrium and ihe 
MonetanstControversy'.yonrmifo/Prifilicaf 
ELmumy, Vut 8S, pp 1049 62 
BulTie, E( 1992) The Shun and Long-Run EiTecis 
of Fiscal Policy’, The World Bank t\onomi 
Reuevi. Vol 6(2). pp 331 SI 
Burfcen, P and A K Dull (1991) Tnierest Role 
Policy, Erfective Demand and Growth in 
LDCs'. Inlermilional Review of Applied 
Economut, Vol S(2). pp 127 S3 
CmiipbelLJ Y and RJShiller( 1984) ‘A Simple 
Account of the Behaviour of Long-Tcnn 
inieresi Rales', The Amenian Etononui 
Review, Papers and Proceedings, Vol 74. pp 
49-54. 

Cho, Y J (1990) ‘McKiimon-Shaw versus the 
NeosiructuralisisiMi Finanaal Libcialisaiion'. 
World DeveUipmenl. Vol 18. pp 477-80 
Choksi, A M and D Papogeorgiou (ed)<19a6) 
Ecanomu Liheraliiaiion in Dexeloping 
Comunes, Basil Blackwell, Oxford 
Oarida. R H and B M Fnedman (1983) Why 
Have Short Term Inieiesi Rales Been So 
High'*', Brookings Papers on Economic 
Aiuvuy, pp 533-78 

Diaz-Alexnadro, C (1985) 'Good Bye Financial 
Repression Hello Financial Cimh'. Joamal 
ofDevelopmenlEtanomtts, Vol 19, pp i-24 


EPW RcKorch Foundation' £PH*, November 
9>i6. 1996. December 14,1996, January 4- 
II. 1997, March 15-21, 1997 
Evans, P (1985) ‘Do Large Deficits Produce 
High Interest Rales *’. TheAmeman Ecimomu. 
Renew, Vol 75, pp 68-87 
Feldsiein. M (1983) ‘The Fitcol Framework of 
Monetary Policy', Et onifout liufuiry, Vol 21. 
pp 11 23 

Fned, I and P Howiit (1983) 'The Effects of 
Inflabonon Real Inieresi Roles’, TheAmeru an 
Eionomu Renew, Vol 73, pp 968-80 
Fried, J (1994) 'US Treasury Bill Forward and 
Future Pnecs’, Journal of Money, Credit and 
Banking, Vol 26(1). pp SS-71 
Fnedman, M (1968) 'The Role of Monetary 
PoUey',The Amenian Eiimomic Review,\o\ 
S8, March, pp 1-17 

Fry, M (1988) Mimey Interest and Banking in 
Eioiumii Deielopment, Johns Hopkins 
Universily Press, Uindon 
Gibson. WE( 1970) ‘Interest Rales and Monelaiy 
Policy’ Jtiurnal itf Politn al Ei onoiny, Vol 
78, pp 431 55 

Giovannini, A (1985) 'Savings and the Real 
Interest m LDCs', Journal of Development 
Eiimomiis, Vol 18, pp 197-217 
Girlon L and D Nailers (1985) ‘Monetary 
Innovalinns and Interest Rales', Journal of 
Money, Credit and Banking, Vol 17(3). pp 
289-97 

Governmentoflndia,E<<»n<»nic Survey IW6 97 
Gner, K (1986) ‘A Note on Unaniicipaicd Money 
Growth and Interest Rate Surprises Mishkin 
and Makin Revisited', Journal of Emam e 
Vol 41. pp 981 86 

Indira Gandhi Instilutc of Development Research 
(1997) India Development Report Oxford 
University Press, Delhi 

Johansen S and K Juselius (1990) ‘Maximum 
Likelihood Estimation and Inference on 
Cointcgration with Applications lu Ihe 
Demand for Muncy', Oxford Bulletin of 
Fl imomi V imd Siali t/ii t, Vol 52 (3 >, pp 169- 
210 

Joshi. Vand IM D Liltle(19%) India'sEi inomii 
Refoniix 1991 -200/, Ox ford Uni versily Press 
Delhi 

Kalecki M (1971) Seleited Lniiys in the 
Dynamo v oj the Capitalist htimoniv I9JJ 
1970 Cambridge University Press 
Cainbndge 

Makin, J < 1983) ‘Real Inieresi. Money Surprises. 
Anticipated Inflation and Fiscal Dcfirits', 
The Review of Eianomos and Slalislus, 
Vol 15. pp 374-84 

Makin. J H (1982) ‘Effects of Inflation 
Control Programmes on Expected Real 
Interest Rales'. IMF Staff Papers, Vol 29(2). 
pp 204 32 

McK. inoa R I (1973) Mimey and Capiial in 
Eior,omu Development, Brookings 
Insiitution, Woshingioit, DC 
-(1988) Financial Liberalisation in Reuospect 
Interest Role Policies in LDCs’ in G Ranis 
andTPSImItz {edsyTheStateafOeyelopment 
Eiimomus Progress and Perspectives,Basi\ 
Blackwell, New York 

Mishkin. F(I982)' ‘Does Aniicipaied Moneioiy 
Policy Matter'* An Econometric 
investigauiMi', Jimmtdof Pohtu id Economy, 
Vol 90. pp 22-51 


- (1983). A Ratlimal Expeetalums Appromdi to 
Miuroeconomeirics, The University of 
Chicago Press, Chicago 
Muiry. P S (1995) ‘Financial Sector Reforms 
in India Hesitant Pursuit of an Incomplete 
Agenda' in R Cassen and V Joshi (eds), India 
- The Future «/ Enmonm Reform, Oxford 
Uniserstiy Press, New Delhi 
Modigliani. F (1977) ‘The Monetarist 
Controversy or Should We Forsake Stabi¬ 
lisation Policies'. The Amenian Etonomti 
Review, Vol 67(2), pp 1-19 
Morley, S and A Fishlow (1987) ‘Deficits. Debt 
and Desiabilisalion The Perversity of High 
Interest Rates', Journal o] Development 
Eiimomiis, Vol 27, pp 227-44 
Mujumdar, N A (1996) ‘Public Policy and the 
Financial System A Dilemma of Two 
Cultures’, Eitmomii and Pohtual Weekly, 
December 14 

Nichols D A, D H Small and C Webster Jr 
(1983) ‘Why Inieresi Rates Rise when an 
UnexpcLicd Large Money .Stuck is 
Announced *'. .imenian Fumomti Review, 
Vol 33, pp 383 88 

Pagan, A (1984) 'Econometric Issues in Ihe 
Analysis of Regression wiih Generalised 
Regressors’ Inlet notional fiononut Review 
Vol 25(1), pp 221-47 

Plosscr, C I (1982) ‘Government Finam.ial 
Decisions and Asset Returns' Jouinat of 
Miuielary Eionomus, Vol 9, pp 325 52 
Keichcnstcin, W(1987) ‘The Impact c f Money 
on Short Term Inieresi Rates’, limomii 
Im/uiry, Vol 25, pp 67-82 
Reserve Bank o( India Annual Reporn 1994-95. 
1995-96 

Report im Current y and hnanie 1995 96 
Schiller, R J, J Y Campbell and K L Schoenholtz 
(1983) ‘Forward Rales and Future Policy, 
Interpreting the Term Structure of Interest 
Rales', Brookings Papers on Eionomu 
At limy, pp 173-217 (Sec also comments 
and discussion on this paper by L Weiss 
pp 218-21) 

Shaw, E S (1973) hnamuil Diepening in 
Fiimomit Deyelopmeni, Oxford University 
Press, New York 

Siiglitz, J E and A Weiss (1981) C 'edit Raiionuig 
m Markets with Imperfect Cor ipetilion'. The 
Amenian i iimomii Reyiew, Vol 71(3), pp 
393 410 

Taylor. L( 1983) Sirui luiutisiMai roeumwnus 
Appluable ModelsEorthe Thud World. Basic 
Books New York 

Tobin.J(l%S> ‘Money and Economic Growth’, 
ELimmuelrtta, Vol 33. pp 671-84 
Vance Roley, V and C E Walsh (1984) 
‘Unaniicipaicd Money and iMciesi Rales’, 
The Ametuan Ecanomu Review, Papm and 
Proceedings, Vol 74, pp 49-54 
Velasco, A (1993) ‘Real Interest Rales and 
Govemmcni Debt During Stabilisation*, 
Journal oj Money, Credit and Bankmg, 
Vot 25(2). pp 260-72 

Villaneuva. D and A Mirakliar( 1990)' ‘Straiegiea 
for Financial Reforms Interest Rale Policies. 
Stabilisation and Bank Supervision in 
Developing C^ountnes'. IMF Sn# PigHrs, 
Vol 37. pp 509-36 

World Bank U989) World Development Repan, 
World Bonk. Washington. DC 


174 


Economic and Political Weekly May 17-24. 1997 



Low Tucation and High Interest Rates 

Adverse Consequences for Growth 

Errol D’Souza 

Through a lowering of tax rales the budget seeks to increase disposable incomes with the private sector and 
stimulate aggregate demand. However, financial sector reforms have caused a shift at the margin in bank portfolios 
towards government securities and away from advances to firms leading to high interest rates and credit rationing. 
Unless the composition of government expendituies shifts towards capital expenditure's, there is a concerted effort 
to raise the tax revenue/GDP ratio, direct measures to boos: .savings are initiated, risk assessment and monitoring 
skills of banks are upgraded, and banks are sepatated from their had loans, there could be adverse consequences 
for economic growth. 


I 

SUPPLY-SIDE problems such as the drop 
in domestic crude oil production and a 
sluggish power sector performance together 
with the deceleration in the growthof exports, 
a rise in the rate of inflation, and a depressed 
and volatile capital market, have pictured the 
backdrop that current budgetary policy seeks 
to steer the economy away from. Growth is 
sought to be kept going by leaving resources 
in the hands of households and the corporate 
sector through reduced taxation The hope 
is that this will cither be spent, which will 
stimulate demand, or that it will be saved 
and thu.s make resources available for 
investment. The policy of keeping prices 
under control is supply-centred in its 
emphasis on procurement of cereals and a 
liberal import policy for essential 
commodities, as well as demand-centred in 
its emphasis on containing the giowih of 
money supply and reducing government 
created demand puli inflation by bringing 
down the fiscal deticit. Reducing the deficit 
in turn, it is hoped, will bring down interest 
rates and spur growth, in this article we take 
a look at the fiscal revenue and expenditure 
trends since the reforms and then investigate 
whether pol icy creates conduct vc conditions 
for economic growth. 

State intervention is on the retreat as the 
trend growth rate of central government 
expenditure reveals. During 1985-86 to 
1990-91. this growth rate was 13.66 per cent 
and liom 1990-91 to 1996-97the trend growth 
ofcentral government ex pcnditiircin nomine 
t^mshasfallento 11.32 per cent. The central 
government expenditure/GDP ratio in 
1985-86 was 20.08 per cent, in 1990-91 it 
was 19.66 per cent, and in 1996-97(RE) it 
was a reduced 16 per cent. The .share of 
ocnbal government expenditure in GDP is 
targeted lobe I S.89 percent in 1997-98. The 
revenue data that we repon in Tables I and 
2 are taken from die Receipts Budget as it 
consist«itly states figures for the interest tax 
and service tax for 1997-98 that do not, 
however, match with the figures for these 


tuxes in the Budget at a Glance' document. 
Tlic ligufc for the centre’s net lax revenue 
that wc take to he accurate is thus Rs 3(K) 
crorc less than the figure icported in the 
‘Budget at a Glance' and the fiscal delicit 
figure has also been revised upwards to that 
extent by us. 

The composition of ex|)cnditure has al.so 
changed over the years. Current transler 
payments (interest payments, subsidies, etc) 
averaged .t(). 11 per cent of total central 
government expenditures during the 1985-86 
to 1990-91 pre-reforms period. Intherelomis 
period this component of exptmdiiurcs has 
increased significantly from 35.88 per cent 
in 1990-91 lo40.42 percent in I996-97(RE) 
(Table I). Consumption expenditures as a 
proportion of central government 
expenditures had averaged 36.94 per cent in 
the pre-reforms period and have increased 
from 33.94 |)cr cent in 1990-91 to 38.17 per 
cent in I996-97(RE). The increased 
proporiion of transfer payments and 
consumption expenditures has been at the 
cost ot capital expenditures which from an 
average of 32.62 per cent in the pre-reforms 
period has declined sharply from 30.18 per 
cent in 1990-91 to 21.41 percent in 1996- 
97(KE). It IS no wonder that the finance 
minister could nut find an-,^^' team to set 
up the Expenditure Manager^nt and Reforms 
Commission. Compressing consumption 
expenditures and transfer payments can only 
be possible by jettisoning some interest that 
is represented by a political patty in the 
coalition United Front government. 
Achievingaconsensuson sharing the burden 
of sacrificing supporting political interests 
is hard to come by. 

On the revenue side of the budget there 
have been large reductioiu in tax rates - 
more than had been envisaged by the Tax 
Reforms Commission. The Tax Reforms 
Commission had plugged for keeping the top 
marginal tax rate rm personal incomes or 
corporate profits at 40 per cent. The effective 
lax rates in this budga are 33 per cent for 
personal income taxes and 25 per cent for 
corporate taxes. The share of direct taxes in 


centre's net tax icvenues has incieased from 
15.86 per cent in 1990-91 to a budgeted 
27.08 per cent in 1997-98, showing a 
signi ficant incrca.se trom the average of 16.39 
|)cr cent in the pre-reforms period from 
1985-86 to 1990-91. Both the corporation 
tax revenues and income tax revenue's have 
been buoyant. Corporation taxes which were 
12 41 per cent of centre's net lax revenues 
in 1990-91 are budgeted to be I9.33perccn( 
in 1997-98 (Table 2). Similarly, the income 
tax share has improved from 191 per cent 
in 1990-91 to a budgeted 5.31 per cent in 
1997-98. The buoyancy in direct tax revenues 
in spife of the reduction in tax rates is due 
to the rationalisation and cunailment of a 
number of exemptions for different savinp 
schemes as well as the rising share of the 
organised sector incomes in national income. 
This increased share of direct taxes, however, 
has not compensated for the fall in indirect 
tax revenues and the shaie of centre's net 
tax revenues in GDP which averaged 8.29 
per cent duiing 1985-86 to 1990-91 has 
fallen to an average of 7.47 per cent duiing 
1990-91 to 1996-97. This implies that the 
income elasticity of the tax system has been 
adversely affected since the reforms began. 
Customs duties which had comedown from 
48.03 per cent of the centre's tax revenues 
in 1990-91 to 39.71 per cent in 1994-95 are 
budgeted to go up again to 46.47 per cent 
in 1997-98. This increased reliance on 
customs duties has been made possible due 
to tlic 2 percent special import levy introduced 
in the previous budget, the sharp rise in POL 
imports, and the depreciation of the rupee. 
Inasmuch as indirect taxes exert a greater 
dellationary impact on the economy than do 
equal yielding direct taxes [Peston 1978; 
D’Souza, 1996a], the rising share of customs 
duties has negative implications for growth. 

II 

In order to assess the macro-economic 
impact of the budgetary process we need to 
take a quick look at the policy changes in 
the financial sector as it is the interaction 
between the financial sector and (he 
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commodities .sector that allows us to assess 
macro-economic outcomes. Important 
financial .sector reforms so far have included 
the followini;; (I) Moderation of the 
automatic inagnetisationol the budget dcllcit 
(with this budget ad hoes have been phased 
out and a system of Ways and Means 
Advances in.stituted) and a move towards 
market rates ot interest on government 
borrowings. A former deputy governor of 
thcRBI in the .second Schumacher memorial 
lecture which he delivered stated that when 
the dcnnitive history of the financial sector 
reform is wiitten this will be recogni.sed as 
the keystone of the reforms (I’arapore 19961. 
(2) Reduction in pre-emptions through SI .Rs 
from an effective 37.4 per ccni in Match 
1992 to a little over 2K per cent in March 
1996. Other fundamental rclorms intended 
to strengthen the institutional structure for 
the secondary market so as to make more 
effective internal debt management policy 
include (a) setting up of the primary dealers 
system; (b) liquidity support by the RBI to 
mutual funds exclusively dedicated to 
government securities to the c.xtent of 20 per 
cent of holding of government .securities; tc) 
movement to mark to maikct system for 
valuation of government securities; and (d) 
the deli very versus payments .system toensurc 
secure transactions. (3) Reduction in the 
(2RR from 16.5 per cent in March 1992 to 
10 per cent currently. The CKR in the 1980s 
had resulted in the interest rate on cash 
reserve balances progressively rising to lO.S 
percent. Currently it is less than 3.5 percent. 
(4) Intrrxiuction of the Hxsie normson capital 
adequacy, income recognition, asset 
classirication and provisioning. The non- 
performing as.sets of public sector banks was 
approximately ,25 per cent of total advances 


in March 1994 and currently is approximately 
18 per cent of total advances. Government 
has contributed over Ks 12.500crorc by way 
of capital contribution towards bank 
restructuring. 

A couple of years after the introduction 
of the financial sector reforms it is 
increasingly beingpcrcoivcd that the response 
of the bunking sector to these reforms has 
been contaminated by the impact of 
adjustment on the portfolio of banks and the 
extent of government intervention in the 
financial market. However, despite this 
perception most analysis proceeds as if the 
banking sector is a black box. The banking 
sector is looked on as being in the business 
of intermediation and once investors arc 
convinced oi the viability of a project, banks 
just respond to this by placing with investors 
the desired amount of finance. As a 
consequence the banking sector is 
characterised by the absence of agents who 
make decisions on the basis of their 
preferences iuid given the i ncenti ves prevalent 
in the environment in which they operate. 
We need to pry open the black box that is 
the banking sector so as to be able to sensibly 
analyse the financial .sector reforms and that 
is what we now proceed to do. 

Wc ''onsider a simplified hanking system, 
where the liabilities of a bank are its deposits 
M, and its a.ssets comprise required reserves, 
R, advances in the forms of loans. A, and 
government paper in the form of T-bills. 
T. If T is the required reserve ratio, then, 
R = tM. Hence, wc can write A + T + R = M 
as A + T = M{l - T). or, M ® (A + T) 
(t -1)''. Thus in order to raise a rupee of 
finance for lending or putting into T-bills, 
the bank must raise Re (I - 1 )' in the money 
market. Atkr raising this amount it pays 


Rs to depositors where r„ is the 

interest on deposits. It puts Re x(l - x) ’ 
into reserves and earns an interest ot 
Rs r,x{ 1 - T)*' where r, is the interest rate 
on reserves. Hence, the net maiginai cost ot 
deposits is r^ = r^( 1 - 1 )*' - r^T( 1 - xj"' or, 
’’n “ ~ ~ from the cost 

of accepting deposits, the bank faces a cost 
of intermediation, c. The cost of inter¬ 
mediation of banks is a function of the high 
establishment co.sts and low productivity. 
By international standards our banks are 
overmanned and technologically antiquated. 
Wc take the cost of intermediation, c, to be 
given. 

After accounting for reserves, bankers face 
a choice of holding risky loans or nskicss 
treasury bills that pay a return r.,^ without 
tail, l■ollowing, Stiglitz and Weiss (1981) 
adverse selection occurs in the credit market, 
le, as the rate ot interest rises the quality of 
borrowers diminishes and the effective 
returns to banks falls. Hence, the wc may 
plot the loan return frontier (LF) of banks 
with expected returns on loans, r, and the 
standard deviation of loan returns, a. on the 
two axes .as depicted m Figure I. Bankers 
are assumed to be risk-averse and their 
indifference curves are upward sloping in (r, 
O) space. The hank can select a combination 
of nsky loans from the loan leiurn frontier 
and the riskless T-bill as.sct and the .straight 
line drawn as a tangent from the point r,,^ 
to the loan return frontier, LF. represents 
combinations of such efneient investment 
portfolios. The efficient investment portfoLo 
given by r^A isdiie to the separation theorem 
first derived by Tobin (1958) and represents 
linear combinations of nsk and expected 
returns ot the risky loan asset and the nskless 
T-bill. I'hc traction of bank assets going to 
loans undT-billsisdeicnnmcdaiB.t he point 
of tangcncy between an indifference curve 
and the efficient investment (jortfolio line 
r,|,A. The interest rate on loans is given by 
point r^. Theexpcctcd return on the portfolio 
at point U when a proportion x of tlic portfolio 
is held ill the riskless T-bill asset which earns 
a rate of return r.^,, and a proportion (1 - x) 
is held in the form of risky loans that 
give a return r^, is given by E.R^,) = xr^^ + 
(1 - x)r^. The risk of this portfolio is given 
by = (I - x)o^, where, o, is the risk 
associated with the loan. 

Inequilibriumthc banking sector will have 
the expected return on the portfolio combi¬ 
nation of T-bills and advances as loans set 
equal to the net cost of accepting deposits 
and the costs of intermediation. Thus, in 
equilibrium, r^ 'f c s E(Rp). In Figure 1 
this determines the equilibrium interest 
rate on deposits given by the point r*. The 
demand for deposits. M(r^), is an increasing 
function of the rate of interest on deposiu 
as drawn in the figure, and the supply of 
investible resources with the bank is then 
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A' = (I Given r* the supply of 

invcstibic restiurccs with the bank is A'*. 
The amount invested by the bank in 
government paper is xA'* and the amount 
invested in risky loans is (I - x)A‘*. where, 
the fraction x is determined at the point B 
in the diagram.' 

This .sketch of banking .sector activity 
allows us to look allheimpuctofthellnancial 
sector reforms. One major plank of the 
reforms as was noted above was that the 
interest rate on government paper was 
artiiicially repressed prior to the reform and 
subsequently there was a move towards 
market rates of interest. Thus, r^, the interest 
on government paper goes up to say r*g As 
shown tn i'tgurc 2. the efficient investment 
portfolio line also moves up and banking 
sector equilibrium moves to B*. The impact 
of the move inwards market determination 
of interest rates on government paper is for 
the interest rate on loans to rise to r*. and 
if we trace through the effects we can see 
that the interest on deposits. r„. also nses. 
and the supply of invcstibic resources. A‘. 
also goes up. However, as can be seen in 
the diagram, the banks at B* choo.sc to hold 
larger amounts of the riskless asset and the 
proportion ol invcstibic resources given as 
advances fall despite more liquidity being 
available. There is a resulting combination 
of high interest rates and lesser advances 
being made by the banks: credit rationing 
has exacerbated. 

A second area of reform was that port folio 
controls in the form of high .SLRs existed 
prior to the reforms and banks were lorced 
to hold a high proportion of government 
paper prior to the reforms. Ixt the portfolio 
controls be .such that banks arc forced to 
operate at point A in Figure 2. The rinanctal 
sector reform, ict us say, removes this control 


over ptirllblios and hanks move to point B. 
thereby implying a greater amount of 
investiblcresourccsavailablcwithlhc banks. 
However, this is not the way the .story gels 
completed as the government at the same 
time has liberalised interest rates on 
government debt which resulted in higher 
rates of inieicsi on government pa|ier such 
as r*^. As u result banks' optimal position 
is now at point H* and despite the cuts in 
SLR they disburse tewer loans and hold 
government paper instead. 

It is well known that hanks have been 
holding .SLR eligible securities well in excess 
of llicirrcquiremenis. This isdiic to the move 
by the government to move towards market 
rates of interest on govcinmeni debt. The 
thinking .seems to have been that with the 
additional invcstibic resources in the hands 
of the banks as a result ol the removal of 
portfolio eoiiiruls, the incremental credit- 
deposit ratios of banks would be extremely 
high and that hanks have weak credit 
assessment cap.'iciiics to handle such an 
expansion. The shift to niai ket dctcrminalinn 
of govcmmcni security rales would provide 
high yields on debt besides the advantage 
of a zero-risk weight assigned to government 
securities in assessing capital adequacy At 
the margin this would lead to a sItiB in bank 
portfolios from advances to investment in 
government paper. The official thinking 
seems to have been lor preventing banks 
from a weakening ol their capital position. 
It had the impact, however, ol resulting in 
a regime of high interest rates and credit 
rationing. 

The Chakravarty Committee in 198.5 had 
advocated a cautious liberalisation keeping 
very much to the framework of an 
administered rate system.’ The primary 
purpose of the increase in yields was to make 


government .securities sufficiently attractive 
to induce voluntary holding of government 
debt by the public at large, so as to reduce 
the monetisation of the public debt, while 
at the same lime enhancing bank profilabiiity. 
llic Narnsimhum (‘'ominilice noted that 
inlcre.sl rates on government debt had been 
pnigressively increased but that they were 
still not at levels to attract voluntary 
subscribers. It sounded caution about 
deregulation, however, until the health of 
financial intermediaries was re.sinrcd and 
matTo-economic stability prevailed. In short, 
mechanisms to strengthen supervision such 
that the (|uality ol credit risks is adequately 
assessed should have been pul into place so 
that with a removal of portfolio controls the 
incremental credit-deposit ratio increased 
and hanks made advances instead of holding 
guvernineni pa|)cr. A Iasi move towards 
inai kci determination of tiilcrcsl rales has not 
been beneficial tor adequate and cheap credit 
availability. 

I'norio the reforms bankiiiccniivcsystems 
were geared to following government 
instnictions on credit allocation causing 
bankers to underinvest in risk as.se.sstnenl 
iind nKiniioring skills Financial rcfonnsentail 
a portfolio shift of hanks away from forced 
holdingol government sccuniiesanddtrecicd 
credit The less that hanks had control over 
their asstis prior to the rclorms. the greater 
will be the learning problems a.sM>ciated with 
the rclorms. With the rclorms banks will 
increasingly he held rcsixiiisiblc for any likely 
loan losses. Given the hanks' sKK'k of human 
and m.inagcrial capital that has been shaped 
by the pre-relorms environment, hankers 
will behave us if they arc i.'icing a riskier loan 
portloho. This can lie viewed ns a nghtward 
shift ut the loan return Ironttcr to LF* in 
Figure 2 Tilts results in equilibrium moving 
to B** where the banks hold a grcaicramount 
of riskless assets than before. Also, it can 
he traced out in the diagiam that the interest 
rate on loans goes up. F(R^) falls, and so 
dtics the supply of invcstibic funds for loans 
from the bniiking sector. 

This does not imply that Ihcr'* should be 
a discontinuation of the Basle nonns on 
income recognition, asset cl.issificaiion and 
capital adequacy rcquiicments. in.stead it 
may be a good idea for hankers to he separated 
from their bad loans - indeed some well 
managed international hanks perform this 
I unci ion i hcmsel ves and operate with capital 
adequiicy ratios of 10 to 12 percent, mudt 
higher than the Basle 8 per cent norm. The 
government has .so far set up special tribunals 
to handle eases of default but this will only 
partially resolve the problem. It is more 
worthwhile to take thcseasscis ofl the balance 
sheets of banks so that funds realised through 
this process can be recycled into more pro¬ 
ductive as.scts. There have been arguments 
made against such a move because of the 
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possible pnibicms in cnpilaltsing doubtful 
assets and the problem of moral ha/ard that 
banks will he absolved Imin responsibility 
forbad loans, fltiwevor. it is not suflicienlly 
realised that decapitalised banks that oftcr 
higher rules of inicicsl on advances due to 
the nature ol financial reforms as wc 
dcmun.stralcd above also attract more risky 
borrowers. 'Phis can create di.sircss in initially 
sound borrowers and lead to higher losses 
in the system eventually. 

Macro-economic uncertainty and 
instability al.so affect hank hehavioui. 
Suppose there is an economic downturn 
which means that aggregate income reduces. 
The profitahiliiy of firms gels adversely 
affected as a result and banks view ail loans 
as being riskier than before - that is to say. 
the loan return frontier shifts to the right. 
Similarly, in era of deHalion the real value 
of debt goes up and debt service corners a 
higher proportion of debtors income. The 
greater burden of debt results in a decline 
in the net market value of equities and hence 
a decline in Ihe net worth of business which 
precipitates defaults on loans and 
bankruptcies, ihrcuicning the solvency and 
liquidity of the financial system (Fisher 
Tobin lyKO). The banks respond to this by 
viewing all loans as becoming riskier - the 
loan rclum frontier shills to the right - and 
they cut access to credit as the net worth of 
firms declines. 

Ill 

The analysis so far informs us that financial 
sector rclurms as have occurred up to now 
have resulted in highcrintercsi rateson loans, 
a reduction in the supply of inveslible funds 
in the form of ad vanccs as loans by the hanks, 
and a flight to government paper by llicm. 
Let 6 be an inilcx of financial reforms as have 


occurred up to now. Then, wc can write the 
rate of inicrcsl on loans in the economy as:' 

r = r(P. Y. 6) 

(-)(-)(+) ...d) 

whcie P and Y arc the aggregate price level 
and the aggregate income of Ihc economy. 
The bracketed signs below the variables arc 
Ihc signs of ihc partial dcnvniivcs of the 
equation, llic negative signs on the first two 
arguments of the above equation arc because 
during a delialiunary or recessionary period 
bankers lace riskier loan portfolios and with 
Ihe loan return frontier shifting outwards the 
interest rate on loans rises as argued above. 

To proceed further wc need to now look 
at the condition in the goods market. The 
condition for goexis market equilibrium can 
be wntten :us:- 

StY-*) + TtY.tf = Kr. A, g) + G + B(P, Y) 
where. 0 < < 1; T^. T, > 0, I < 0; 

1^ >0:l^>0;B^.B,<fi ...(2) 

Savings. S. IS apositi VC functionofdisposable 
income. Y'*. where Y'* = Y - T. Wc follow 
tradition in not attributing the rate of interest 
to have any impact on the magnitude of 
savings as interest rates in the urgani.scd 
sector ol the money market arc generally 
sticky [Pandit 19011. Wc postulate lotnl tax 
revenue. T. to rise with aggrcgaic output. Y, 
and an index ol lax rates, i. Investment. I. 
de|';nds negatively on the rate of interest, 
and pcsiti vely on Ihc decision of the banking 
sector as to Ihc extent by which they arc 
willing to advance loans which wc write as 
A. where, A = (I - x)A’. Invc-slment also 
depends positively on government capital 
expenditures, g, where this is a proportion 
of total government spending given by 
g - aG. Thus, government not only has to 
decide on its intervention in the economy 
in terms of total government expenditure, G. 


but also has to decide in what proportion to 
split upthis total between thclwocumponcnis 
ofconsump(ionandinvcstmentcxpcnditurc.s. 
Most tC!>ts for India show that public 
investment (especially infrastructure 
investment) crowds-in private investment 
[.Serven 1996] and so Ms treated as positive. 
The balance of trade, B, is just exports minus 
imports measured in units of the domestic 
good and is related negatively to the domestic 
price level. P, and total output. Y. 

So far wc have said nothing alxiut pnccs. 
The price level of the economy. P. obtains 
from the following general relationship: 

P = P(Y. t) ...(.3) 

where. P,. P, > 0. 

There arc a number ol ways of justifying 
the positive relationship between output and 
the price level. A standard argument is that 
li money wages arc sticky and diminishing 
returns to variable factors prevail, any 
increase in output will re.sull in a rise in Ihc 
price level. On the other hand, if there is an 
increase in output that is accompanied by the 
slack in the labour market tightening. Ihe 
bargaining power of labour improves which 
translates into demands for higher money 
wages that get passed on as higher prices as 
in a contlicting-claims theory of inflation 
[Rowihorn 1977; Painaik 19X6; Kumar 
19861. That taxes have price inflating effeels 
is the notion captured by the denvative P,. 
Foronc, incrca.scsinindirect taxes areknown 
to have an immediate cost-push effect on 
prices. This is also a notion that the finance 
minister adheres to vide his announcement 
that the budget hopes to control prices through 
the threat of imparts. Ihc credibility of which 
is sought to be signalled through lowering 
import tariffs. Also, increases in direct or 
indirect taxes may lead to wage retaliation 
as income earners attempt to re-establish 
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their relative income earning parities 
(Demberg 1974; Hicks 1975; Kumar 1983; 
D’Souza 19921. Yet another mechanism is 
that proposed by Mankiw 1 1987) who posits 
two revenue sources to tlnance government 
expenditures - the inHation tax and tax rales 
on output. Both taxes are distortiunary and 
impose a welfare cost that is increasing on 
ihcir rates of taxation and so at the optimum 
the marginal cost of each tax has to he 
equated in every period. This implies that 
asgovcrnmcntcxpendilurcchangcs.inllation 
and non'intlalion tax rates move together. 

Plugging the pricing equation (3) into the 
fmaiicial market equation (11 and the goixis 
market equation (2). we can rewrite the.se 
equations as; 

= r (Y; t. A. G, a) . .(4) 

(1 I » .41 (»> 

i\„ = I (Y. t. HI ...(5) 

(1 I M4| 


whereas a large value for the same term 
increases the denominator of the right-hand 
side of equation (7) and thus increases the 
likelihood ol a high interest rate regime. 
High interest rates may not accompany a tax 
cutting policy if the terms in the numerator 
of the right-hand side of equation (7) take 
suiricicntly large values. This is true it S^'’. 
T.^. and B^ take sulficicntly large 
values. The current economic conitinciiire 
accordingly must be characterised by the 
lollowing conditions being met ifthcinlerc.st 
rale is not to have adverse consequences lor 
the economy. 

(1) The lax revenue induced by mcreused 
aggregate dcinatid is large, ic, T^ is large. 

(2) An increased output exerts a strong 
inducement 10 purcha.se importables, ie. B, 
IS large, and tor exportables to fall .so that 


there is a contraction in the balance of trade.: I 
ic. BpP, IS large. 

i3) There ts a large inducement to save l 
out of disposable incomes, ie. the savings '1 
latc IS high. 3 

As we saw above the tax/GDP ratio has® 
fallen lor the Indian economy after the reforms ''1 
were introduced. Hence, the Tirst condition 
is not met in the Indian context. Similarly, ^ 
the trade halancc/GDP ratio which was -3.2' 
percent in 1990-91 leduecd to-0.9percent '^ 
in 1993-94 and ro.sc suhscv)uently to -2.7 per' ^ 
cent in 1995-96 rellceiing the import-, 
compression up to 1993-94 and the decline ■ 
in the growth ot exports. The impivrt option t 
though it docs coniribuie to enhancing the ; 
possibility ot reducing interest rales would . 
Simultaneously result in a reduction in the 
balance of bade siiiplii.s and so is not an 
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We can plot these two equations (4) and (5) 
in (r. Y) space as is done in Figure 3. where, 
the siabiliiy condition rerjuircs the IS curve 
(4) to be drawn siceperthan the I.M curve (5). 

We can do some comparaiivc static 
excrct.ses with the model as dcvclo[x;d here. 
We have discusser! how linaiicial 
lihcralisalioii in the Indian conicxt has 
resulted in n rise in inicrcsi rales on advances 
by banks and credit raiionmg. We codified 
these imp.K’is in teims ol a rise in 0 and a 
(all III A. The impact ot hnaiicial sector 
iclorms m fcims of the changes m ilic.se 
vari.iblcs() and A can he seen tiom equations 
14) and (5) to cause a shift in the I.S and LM 
curves .IS diawn iti l-Tguie 3 to the new 
posiiioiis lepresentcd by the dark line curves. 
As depicted in the figure the newequilihriiim 
IS rharacicnsed by higher iniciest r.iies and 
a coniraction iii incomes. Financial .sector 
reforms have had adverse consequences lor 
the economy. This impact ol the Imancial 
.sector left >rm.s has. however, been somewhat 
nullified by the tax rcloims programme. 

Acui in t'lX rates. I. results in an equilibrium 
as represented by the dark line curves given 
in Figure 4. However, as can be seen in Ibis 
diagram, income has gone up but the interest 
rate may not decline and indeed we have 
drawn ihediagram tor such a situation. From 
equations (4) and (5) we can derive conditions 
for lax reforms in fhe form of a reduction 
in tax rales to result in an increase in income 
as' well as the interest rate. The condition for 
tax reforms to increase aggregate income is; 

(T/l -Sj')/P,| -B, > l,r, ...(6) 

Also, lax cuts result in high interest rates 
if the following condition holds; 

r,P,+r,>(r,{S “(I -T,) +T, - B^IVBJJ/ 

HT,(I - S^-f P.) - B,1 ...(71 

Note that a large value of the left-hand side 
of equation (6) is essential furhighcr income 
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option that recommends itself favourably. At 
this juncture, then, a direct approach that 
boosts savings is called for. 

The gross domestic savings/GDP ratio 
fell from a peak level of 24.27 per cent in 
1990-91 to 22.06 per cent in 1992-93 
before climbing up again to 24.94 per cent 
in 1994-95 and 25.58 per cent in 1995-%. 
Household savings in the reforms period 
account for most ot the variation in the 
savings rate. The share of household savings 
in physical a.ssets had declined and the share 
of net financial savings had gone up from 
43.62 per cent in 1990-91 to 58.93 per cent 
in 1994-95. Ihccomponcntsof net household 
financial savings have also changed 
considerably. Tlte savings composition 
moved in favour of currency and bank 
deposits followed by contractual savings 
mostly in life insurance, pension and 
provident funds. Tlic latest preliminary 
estimates [RBI 1996], however, reveal that 
there has been a reduction in the household 
financial savings rale in 1995-96 by 2 
percentage points ot GDP over the previous 
year and this is caused mainly by reductions 
in household savings in the form of deposits, 
shares and debentures. The rising savings 
rate then is attributable to household savings 
in physical as.scts and some incrca.se in 
corporate and government savings. 
Household savings in physical assets arc 
estimated as a residual in the estimation of 
total capital formation and this leads toerrors 
in this estimate. Even if this component of 
savings is rising, the disconcerting factor is 
that financial savings arc falling and policy 
must focus on enhancing these types of 
savings through measures such as providing 
tax concessions (D'Souza I996hl. 

Finally, increasing the proportion of 
government expenditure allocated to capital 
expenditures in this model has a beneficial 
impact on national income as can be checked 
from equations (4) and (5). As we noted 
earlier, the share ot capital expenditure in 
government expenditure has been declining 
since 1990-91 (Table 2) and it is in reversing 
this trend that a majorchallengc to budgetary 
policy is posed. It is exactly this issue that 
an Expenditure Management and Reforms 
Gimmission will have to take a major decision 
on. 

CONC’I-USIONS 

To conclude, the financial sector reforms 
haveinduced high inicrcst rates and incre.ised 
credit rationing. The move towards market 
determination of interest ratc.s on govcin- 
ment debt was initiated hastily before hanks 
were allowed to upgrade their credit 
assessment and monitoring skills and this 
meant that at the margin banks preferred 
holding government paper to making 
advances for investment purpases. The high 
interest rate regime is thus policy induced. 


Tax reforms though they did increase the 
share of direct taxes in the system at the same 
tiinc caused a deterioration in the income 
elasticity of the tax system which resulted 
in the high interest rate regime not being 
undermined. Improving the tax/GDPratioas 
well as the savings/GDP ratio, increasing the 
share of capital expenditures in total 
government expenditures, as well as a 
cautious appioach towards interest rate 
determination of government debt and 
helping banks upgrade their risk a.ssessmcnt 
and monitoring skills are important issues 
that policy needs to focus on if economic 
growth is .sought to be promoted. 

Notes 

1 It is quite possible that the loan demand at and 
below r^cxcccds the lending capacity ofbanks, 
i I -x)A*‘.inwhichcaseihereiscredil rationing 

2 The coininitlec rccoinincnded that the discount 
rale on short-term T-bills (91 days) be .set to 
provide a yield marginally positive in real 
icriiis, and that the lesl of the yield structure 
lie adjusted accordingly to return expected real 
> iclds of I per cent to 3 per cent per annum, 
depending on malunly. 

.3 Ciivcii the way in which the interest rate is 
delenninud a.s a result of portfolio dcciMons 
by hanks m llie model we luivc set out. money 
supply becomes an endogenous variable. 
.Specifically introducing a money market 
equation with ihc demand for inuncy equal to 
the supply of money when interest rules are 
dcicnnined by portfolio decisions does not 
make any diriervncc to the results and so we 
have left out the money market equation. 
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Dividend Taxation and Harmonisation of 

Depreciation Rates 

Some Policy Suggestions 

K C SharniM 

This paper examines the vital issue of inherent inequity in the new dividend tax policy enunciated in the Central 
Budget, 1997-98. This raises the question of dimihutive justice and also whether siuh a lax system conforms 
to the preamble of our Constitution which professes social and economic justice. The paper, therefore, suggests 
that while the new dividend tax system may he teiained, it should he combined with the levy ofTDS at modest 
rates on the shareholders’ dividend income to meet the canons of .social and ectmomic justice. The paper also 
argues against the asymmetrical framework of depreciation rates admissible under the Income Tux Act and the 
Companies Act and suggests their harmonisation in the context of present liberalised lax regime. 


THE corporate sector in India never had it 
so good in a single central budget as in the 
I997-9K budget which has proved to be a 
veritable deluge ol tax concessions and sops 
to industry and the stock markets The 
corporate sector has gained through a 
substantial lowering ofthc corporate income 
tax rates I torn 43 per cent to 35 per cent tor 
domestic companies and irom SS per cent 
to 48 per cent for foreign cximpanics, proposed 
replacement of FERA by a liberal Foreign 
Exchange Managemeni Act and extension 
of additional lacilities to foreign exchange 
earners under the Export Earners Foreign 
Currency (tiEF'C) Account to open offices 
abroad and meet expenses thereof and to 
make investments in overseas joint ventures 
up to S IS million without relerencc to the 
Reserve Hank of India. Tax on distributed 
prclits or dividends disbursed by a company 
has been levied at the modest rate of IU per 
cent which would increase the tax incidence 
marginally by only 2 per cent as the 
companies distribute, on an average, only 
IS to 20 percent of their profits. I ntroduction 
of buyback of .shares by the companies and 
raising of ihe ceiling on inter-corporate 
investments and loans to 60 per cent have 
met the long pending demands of the private 
corporate sector 

in order to promote investment in new 
ventures, venture capital funds which were 
allowed to invest up lo 5 per cent of iheir 
corpus in the equity of a single company 
have been allowed to increase their 
investment up to 20 per cent. Further, the 
limit of aggregate investment in an existing 
company by iIk foreign institutional investors 
(Fils),non-resident Indians (NRIs) and NRI- 
Overscas Corporate Bodies(OCBs)has been 
raised from 24 per cent to 30 per cent subject 
to the approval of the Board of Directors of 
the company and passing of resolution to 
that effect by the General Body of 
shareholders. All these positive features of 
the budgti together with Ihe cut in the excise 
duties and the proposed steep reduction in 


personal income lax lales by 10 pciccntage 
points arc especially beneficial to industry 
and the capital market, llicreforc, yet another 
measure ot abolition ot tax on dividend 
income in the hands ot shareholders is 
unnccessai y and. if implemented, may highly 
constrain the administration Imm its 
icinlroduction in luturc without severely 
atleciing adversely the stock markets 

Another development of considerable 
interest to the corporate sector was that an 
expert group lo dratt a new Companies Bill 
submitted its report to the government of 
India and the report was released to Ihe 
public in March 1977 to generate an inlormcd 
debate on the subject as it will be taken up 
in the monsmin session ol Ihe parliament. 
This paper has, ihereturc, been divided into 
two parts Fait I analyses the implications 
ol the new dividend lax policy and offers 
suggc.slians tor making it integrated and 
equitable which can ring in the new dividend 
tax system and simultaneously ring out Ihe 
ill.s of the eariiei dividend tax system. Fart 
II cntically examines the recommendation 
ol the Working Group on the companies Act 
lo retain the asymmetrical structuie ol 
depreciation rates admissible under the 
Income Tax An and ihc Companies Act 
anchoring on the Chelliah Committee 
recommendation of a general rate of 
depreciation at 25 per cent under the Income 
Tax Act. Tlie Group has, however, recom¬ 
mended some fine tuning and simplification 
of slabs/categuncs by discussion and debate 
and has thus Icll the issue unaddrc.ssed. 

I 

New Dividend Tax Policy: 

Implications and Suggestions 

The Central Budget 1997-98 ha.s pul to 
rest the long-standing controversy about the 
double taxationof dividends, first in the kilty 
of the corporates and thereafter in the hands 
of shareholders, by the novel idea of levying 
lax at Ihe moderate rate of 10 per cent or. 
distributed profits or dividends disbursed 


and leaving the dividend income absolutely 
lax-frcc 111 the hands ol shareholders. But 
this mode of dividend laxalioii raises some 
questions as lo whclhcrihc problem of double 
taxation has been really resolved, whether 
the basic principle ot l.'ix.'ilioti vi/, equity has 
liccn observed and whether ilic new system 
ol dividend taxation is more productive i e, 
revenue yielding, as compared to the earlier 
sysicm of dividend taxation 

Hie sysicm of dividend taxation prevalent 
up to 1996-97 required the companies to 
apply lux deduction at source (TD.S) at Ihe 
rale ot 20 per cent ot Ihc dividend income 
ol a shareholder exceeding Ks 2,500 and 
issue TDS certificates lo such shareholders, 
As a maximum dcduciiun ol Rs 15,0(X) was 
allowed under .Section HO L to individuals 
m respect ol investments in shares, bank 
deposits and eligible .secunlies in 1996-97, 
rclunds in lieu of TDS already paid were 
claimed by several asscssces at the lime of 
filing income lax returns since lax was 
puyableon total income inclusiveol dividend 
income at the pic.scribcd rates of personal 
income lax depending upon Ihc level of 
taxable income of each individual. 
Exemptions under Section 80 L applicable 
to individuals and under 80 M applicable to 
inicrcorporale dividends have become 
inlructuou.s under the new dispensation and 
have, therefore, been deleted. 

We may first examine the revenue raising 
capacity of the new dividend tax policy as 
Ihc budget documents do not furnish any 
estimate cither fur this year or the previous 
years. This may be done by first working 
uut the incidence of dividend tax based on 
the ol ficial data on corporation tax furnished 
in the budget. 

The budget has fumi.xhcd an estimate of 
higher corporation tax revenue of Rs 21,860 
crore in 1997-98 as against Ks I9,0l0crore 
in 1996-97 on account of growth momentum 
and revenue buoyancy by better tax 
compliance at lower corporate income tax 
rate which has been reduced Inim 40perceni 
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1996-97 to 35 per ccnl in 1997-98 besides 
|i>boliiion of surcharge of 7.S per cent 
^applicable in (he preceding year which had 
’then resulted in total corporate income tax 
: rate of 43 per cent. However, with the levy 
of MAT and additional tax at the rate of 10 
i'per cent on distributed profits in 1997-98, 
^die total tax incidence on the companies 
Ihould not come down from 20 per cent in 
; 1996-97. 

It may be noted that a 10 per cent tux on 
. distributed profits of a company translates 
! into an effective tax incidence of only 2 per 
cent on it since nnl y 20 per cent of t he t ax able 
S profits or profits before tax t PUT) arc 
[ distributed, on an average, as di vidends while 
I the balance goes towards tax provision and 
i retained profits. Thus the corporate income 
: tax rate of 35 per cent in conjunction with 
10 per cent tax on distributed profits 
effectively implies on overall corporate tax 
rate of 37 percent which is no different from 
35 per cent corporate income (ax and 6 per 
cent surcharge thereon. Since inclusive of 
' MAT the (ax incidence would remain the 
same at about 20 pci cent in both the years. 

. a 10 per cent tax on distnbmcd profits ol 
the companies would yield revenue of about 
Rs 2.100 crorc to the government, based on 
the budget esiimaicofcorporaiion tax revenue 
in 1997-98 and the dividend lax incidence 
of 2 per cent on the companies. It appears 
that the budget c.stiniatc of corporation tux 
revenue has already taken credit for this 
amount as it has been cstimaled to ri.se by 
Rs 2,850 crorc in 1997-98 in spite ot a sharp 
cut in corporate income tax rate, whose 
negative revenue impaci would be more or 
lessneutrali.scd by the positive revenue impact 
of MAT. 

Turning to the distributive as|)ccts of 
taxation, it would be srx:n (hat the new 
dividend tax policy would enable indu.stry 
barons to appropriate tax-free dividend 
income running into several crores as 
promoters of big business empires. This 
raises a basic question of equity in taxation 
as it goes entirely against (he ability (n pay 
principle and confers unwarranted 
enrichment on those of the already rich 
sections of the swicty which have large 
dividcndinconics. thus unwittingly widening 
the gulf between the rich and die pour and 
increasing inequalities in the distribution of 
income and wealth. 

The new dividend tax policy makes every 
big shareholder a king who has to pay no 
tax on his huge dividend income while 
millions of persons would pay tax on (heir 
incomes from other sources when such 
incomes exceed the basic exemption limit 
of Rs 40.(KX) (besides Rs 2().()(X) standard 
. deduction for salaried employees). This 
makesthe proposal of excmptionof dividend 
income in, the hands ol shareholders as 
patently inequitable and against t lie principles 


of social justice where the small fish is 
caught while the big fish goes scot-free. Hiis 
IS. therefore, a regressive system of taxation. 

In a country where preamble of the 
Comstitution, infer alia, solemnly declares 
(he achievement of .s(x:ial and economic 
just ice as sacred goals and professes .socialist 
pattern of society implying reduction in 
economic inequalities, omitting huge 
incomes of the richest class of people from 
the purview of taxation is inconceivable. 
The argument of double taxation cannot be. 
therefore, over-stretched to omit the rich 
class from dividend taxation. 

The real punch in the double taxation of 
dividends argument, which existed in the 
past when personal income tax rates were 
very high, has lust its force in (he 1997-98 
budget which has proposed modest personal 
income tux rates of 10 per cent, 20 |Kr cent 
and 30 per cent only for three liberal slabs 
of income. Moreover, while the budget 
proposal has sought to abolish double taxation 
in one way, it has introduced it in another 
way by taxing a part ol the company profits 
twice. But iiulustriali.sts and other promoters 
are happy hccati.sc like all other cxpcn.ses 
paid tor them by the company, the dividend 
tax expense would now also be borne by the 
company. 

SllOGI:.SriONS 

In order that the dividend (ax policy con¬ 
forms to the canons of equity and progres- 
siveness. while retaining (he moderate tax 
on di.stnhutcd profits of the companies as 
proposed in the 1997-98 budget as a measure 
ot disincentive torcxccssivcdividenddisiri- 
buiion, dividend income in the hands of 
shareholders should also be (axed at iwo 
moderate rates of 10 per cent and 20 per cent 
on a graduated scale and made payable as 
1'I),S above the basic exemption level of Rs 
I5.IKX) as available in 1996-97 so as to 
protect the small investors Irom paying any 
(ax on dividend income. 1'hc TDS at (he rate 
of lO per cent should be applied to dividend 
incomes above Rs I5.0(K) and up to Rs 1.5 
lakh, and at the i ateof 20 percent on dividend 
incomes exceeding Rs 1.5 lakh Thc.se tax 
rates arc quite modest lor the medium and 
largcinvcsiors.res|Kctivcly. Integrating these 
two slabs with the 10 percent tax on dividends 
paid by the companies, the tax rates actually 
realist I would be 20 per cent and 30 per cent. 
respectively, which broadly corrcs|xmd to 
the last two of (he three slabs under personal 
income tax. As regards small investors with 
dividend incomes up to Rs 15.000. (he 
company would have already paid dividend 
lax at the rate of lO per cent. It. therefore, 
becomes a win-win situaiion from the 
viewpoint of investors who pay nil or low 
lax rales as well as the government which 
would be able to raise more tax revenue. 

lliis mode ufdi vidend taxation has several 


advantages. Firstly, it would obviate the 
need for indi vidual investors to claim refunds 
of TDS from the income tax department 
which would not only reduce the workload 
of the IT department but also save the large 
investor community from long wait and the 
consequent harassment in receiving refunds. 
Secondly, TDS would ensure better tax 
compliance. Thirdly, it would be highly 
economical and easy to collect this tax as 
the companies would apply TDS at the 
prescribed rates and remit the tax collection 
as well as their own dividend tax liability 
to the IT department. Fourthly, lower tax 
rates on dividend income in the hands of 
shareholders as compared to tax rates on 
other types of income would act as an 
incentive lor investment in shiircs and thus 
promote the capital market. Fifthly, low tax 
rates would demotivate the investors from 
adopting ingenious practices for indulging 
III tax evasion. Sixthly, the suggested system 
of dividend taxation would bring in higher 
(ax revenue to the government. Seventhly, 
(his system would be fair and equitable as 
it would not leave large dividend incomes 
unlaxed. Eighthly, it would also saiisly the 
ciitcrion that risk capital should be taxed at 
relatively lower rates than other types ol 
income. 

As regards the charge of double taxation, 
it sticks all the more to the proposed .system 
which taxes dividend portion ol a comptiny’s 
profits twice in its own hands rather than in 
the hands of shareholders. Therefore, the 
concept of double taxation has to be viewed 
eclectically and nut literally. By retaining 
(he 10 per cent tax on disiributed profits 
together with (he introduction of reduced 
rates ol TO.S on dividend income< in the 
hands of shareholders duly accounting for 
(ax on distributed profits already paid by the 
companies, would make the dividend tax 
system fair and equitable. It would also he 
more productive and convenient as it would 
he simple to comply and easy to administer. 
Ttic dis idend lax system should, therefore, 
be adapted to suit our peculiar socio- 
cconoinic requirements and constitutional 
framework. 

11 

Depreciation Kates Harmonisation 

The Working Group on the Companies 
Act has indicated th.it there is a scope for 
some fine tuning of depreciation rates 
admissible for different blocks of assets and 
reduction of slabs/catcgorics. TbcGroup has 
suggested discussions on (his issue while 
simultaneously recommending the 
continuation of the existing practice of 
providing different rates of depreciation 
under the Companies Act and the Income 
Tax Act in line with theChelliah Committee 
recommendation. However, it is felt that not 
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only the issue of rationalisation but also of 
harmonisation of depreciation rates merit a 
discussion. 

Several countries have the practice of 
providing tax benefits to the extent of 
depreciation charged in the company 
accounts. But in India, the basic general rate 
of depreciation for plant and machinery 
allow^ under the Income Tax Act is much 
higher than that provided under the 
Companies Act while the other rales are 
cither the same or asymmetrical (sec 
Annexure). It is, therefore, easier to achieve 
harmonisation as well as rationalisation than 
IS generally believed without delving into 
the depreciation rates structure. It would, in 
fact, benefit the companies to go in for 
rationalisation as it would considerably 
reduce their accounting problems and the 
unnecessary paper work besides enabling 
double shift and triple shift companies to 
book lower depreciation rates (and show 
higher bonk profits) under the Companies 
Act which arc presently pegged much higlicr 
than those under the Income Tax Act. 

Tiir. Rationale 

The logic behind the practice of providing 
higher general rale of depreciation under the 
Income Tax Act is to enable larger cash 
flows in the early years of the life of the 
assets so that renovation and ihc ultimate 
replacement ot the asset is well provided for 
at an early stage. The purpose of selectively 
lower rates of depreciation allowed under 
the Companies Act is lo fairly spread the 
charging of Ihc company’s income over the 
useful life of the asset. Tlius Ihc company’s 
pcrtoimance presents a picture of higher 
profitability to the investors due lo lower 
provision for depreciation deduction in the 
company’s .accounts Under the Companies 
Act and. therefore, it keeps up and even spurs 
investors’ interest. 

This practice not only in vol ves duplication 
in the presentation ol annual accounts and 
thereby provides .scope for introducing 
different practices into the accounting 
procedure but also deprives the exchequer 
of its legitimate lax revenue. Thus Ihc positive 
aspects of having two different .sets of 
depreciation rates under the Companies Act 
and the Income Tax Act get counterbalanced 
by the negative aspcsls. 

Anhc Euromoncy conference held i n New 
Delhi last year, foreign inslitulional investors 
(Fils) were highly critical of corporate 
practices in India and raised the issue of 
quality of corporate governance and, inter 
alia, pointed out lack of transparency in 
company accounts, absence of consolidated 
group accounts.etc. 'This highlights the need 
for changing such provisions in the 
Companies Act and taking other related 
measures to stop questionable practices in 
corporate governance. 


Historical PERsrenrivE 

Both the Companies Act and the Income 
Tax Act provide for a general rate of 
depreciation for plant and machinery and 
specific rates (or selected blocks of assets 
of various categories. ’The general rate of 
depreciation on plant and machinery 
according lo written down value method 
stands at 25 per cent under Ihc Income Tax 
Act and 1.1,91 percent for single shift,20.87 
per cent for double shift and 27.82 per cent 
for triple shift under the Companies Act. 
There is also another general rate of 
depreciation at 15 .1.1 per cent under Ihc 
Companies Act lor continuous process plants 
designed to operate 24 hours a day. ’Thus 
there is such a vast asymmetry in the general 
rates of dcprccialion admissible not only 
under the two Ads but also under the 
Companies Aci itself. 

The general rate ofdcprcciaiion under the 
Income'fax Aci was moderate at If) per cent 
for the accounting period Irom 1970*71 to 
1982-81 and 15 per cent from 1981-84 to 
1986-87. 'fhis latc was hiked to 11-1/1 per 
cent in 1987-88 in pursuance of ihc 
rccommcndalion of the F.conomic 
Adiniiiisiraiivc Rctorms Commission 
(HARC) which had suggested simplification 
of dcprccialion allowance calculnlions hy 
mergerot addiiional dcprcciatioii.cxlra shift 
depreciation, extra depreciation, etc. with 
normal depreciation and for facilitating 
replacement of capital assets in Ihc context 
of rising capital goiKls prices. Jiistilying the 
steep hike which was more than double the 
previously admissible general latc ol 
depreciation. Ihc then finance minister had 
observed that it would help modernisation 
of industry by allowing the write off of over 
80 per cent ot the value ol assets in the first 
four years ol its existence. This high rate of 
depreciation remained in force fiom 1987- 
88 lo 1990-91 but was lowered lo 25 per 
cent from 1991 -92 onwards due to lowering 
of corporate income lax rates in 1990s as 
compared to those in 1980$ and excessive 
depreciation claims made hy the companic.s 
which were lotally out of tunc with the 
economic life of the assets and were having 
adverse impact on the generation of revenue. 


The depreciation rate of 25 percent was also 
recommended by the Chcliiah Committee in 
view of the fixation of corporate income tax 
rate at 40 pet cent in 1990-91 as against 55 
per cent in 1982-81 when the EARC had 
considered this issue. 

Since the Working (Iroup on the 
Companies Act has invokcil the recommend- 
niion oi Ihc Chcliiah Coiniiiiitcc to suggest 
status quo with regard to the general rate of 
depreciation allowed for ctimpuling book 
prullls under the Companies Act and for 
paying tax under ihe Income Tax Act, it is 
desirable to go into the criicna taken into 
account hy the (?hclliah Committee for 
arriving at and recommending a general rale 
of depreciation .it 25 per cent for plant and 
machinery ’fhe commitice had not delved 
into the other rates of dcprccialion for Ihe 
remaining L.Ticgorics of assets which were 
cither allowed at lower rates for residential, 
factory and hotel buildings at 5. 10 and 20 
percent, respectively, for fittings luid fixtures 
at 10 .md 15 per cent, lor ships at 20 pi^ cent 
and for non-speed boat ves.scisat lOpcrcent 
or .It higher rates nl 40 per cent and 100 per 
cent for Ollier .s|)ccified lypc.s ol assets. 

The Chcliiah Committee had taken into 
account four parameters while 
recommending a general rate of depreciation 
of 25 per cent, 'fhe first and foremost 
paianicicr was that the depreciation rate 
should he linked to a corpor.Tlc income lax 
rate ot 40 per cent ficcause the higher rate 
tif depreciation of 11,1.1 per cent allowed 
from 1987-88 lo 1990-91 was in the 
background ot a higher corporate income lax 
rate of 5.5 per cent which picvailcd in the 
early I980.s when the EARC had 
rccomiiicndcd higher depreciation rale which 
was lalcr on implemented. Secondly, lltc 
Chcliiah ('oinmiliec had contended that Ihc 
lax rales applicable to non-corporalc entities 
should also be considered while fixing 
depreciation rale as these were equally 
relevant to the lluw of funds to the individual 
businessmen and non-corporate bodies. 
Thirdly. Ihc Chelliuh Commillcc had pointed 
nui that the bcncricial effect of reduced cost 
of machinery to a business on account of 
availability of MODVAT credit on cxci.se/ 
counicrvai I i ng duty paid on machinery should 


TABLf." PRt»^»sii> IIarmonisation of Uepru'iation Ratis Siminom, IJniii* thf IT Ar r anu tub 

CoMPANiLS Act 

(By Written Down Value MciIichI) 


Blocks of Assets 

Under IT Act 

Under Cos Act 

Buildings, fillings and furniture 



1 Residences and faiiorics 

10 

10 

2 Hotels, educational inslituliuns. libraries, etc 

15 

15 

1 Temporary wooden siruciures 

Ploni and machinery, and ships 

l(X) 

MK) 

1 General rale 

20 

20 

2 .Special rales 



(a) lirms (iv}and (vi) of Annexure 

10 

10 

(b) licnK (vii) lo (xi) of Annexure 

.50 

.50 
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also be caken into account Fouithly, the 
Committee lelt that the useful or rcummut 
life of the assets should he given due 
weighiage in fixing depreciation rates 
On the basts ot the above critena, the 
Chelliah Committee simulated four 
alternative scenarios of flow of funds to a 
business through diflercnt general rales of 
depreciation ai 13 per cent 25 per cent 
22 5 per cent and 20 per cent, respectively, 
and found that accumulation of depreciation 
inclusive ol tntercsi accrued thereon at the 
rale ot 15 (ler cent would exceed KX) per 
cent at the end ol Sth 6th 6th and 7th years 
respectively In other words the total hinds 
accniing to a business would be % per cent 
of the historical value ot the asset at the end 
ot tour years if the rate ot depreciation is 
33 33 per cent, and % per cent 90 per cent 
and 84 per cent at ihe end ol live years it 
the rate ol depreciation is 25 per cent 22 5 
percent and 20 per cent respectively Thus 
the impact ol reduction in the gcneial latc 
of depreciation Imin 25 per cent to 20 per 
cent would he only lo the extent ot 12 
peaeniagc points (%- 84) at the end ol live 
years which would he more than offset by 
Ihe payment of lower corporate income tax 
by five percentage points each scm since the 
corporate income tax rate is proposed lo be 
lowered Irom 40 per cent (with 7 5 per cent 
surcharge thereon) in 1996 97 to 35 per ct til 
(without surcharge) in 1997 98 Moreover 
the proposed reduction in depreciation rate 
docs not materially change Ihe useful life ot 
assets Thcrctoie itwould nut only adversely 
affect the flow ot funds to business and 
industry if the general rale ot dcprceialion 
IS lowered by five pcrceniage points but also 
leave them with substantial surplus 
Therefore, a lower general rateol depreciation 
linked to a lower corfioraic tax rate is as 
much justified asahighei raicot depreciation 
linked lo a higher corporate tax rate 
This notwithstanding the t.ix rales on 
incomcsot individuals and non incoipoiatcd 
bodies have been considerably leduced Irom 
60pcrcenlin l9K2>83to50pcrccniin IQ*)! 
92,40 per cent in 1996 97 and ai e [iroposcd 
to be further reduced to 30 per cent in 1997 
98 The customs duticsonimiHiitsui capital 
goods have also been si/eably si ished from 
1991 -92 onwards besides giving MODVAT 
credit The average rate ol customs dul> has 
been gradually lowered from 46 per < ent in 
1991-92 to 31 8 per cent in 1996 97 
Similarly, the lowest slab ol aserage rate of 
exciscdutics has been lowered Irom 9 1 per 
cent to 7 I per cent over the siinc peiiod 
All these tax cuts and relaied measures should 
have already coiitatned costs ot inputs and 
augmented perceptibly the funds flow 
position ot the business and industry There 
should, therefore, he no hitch in reducing 
the general ra'e of depreciation from 25 per 
cent lo 20 per cent on the basis of the very 


logic that was advanced by the Chelliah 
Committee while recommending the former 
rate five years ago. and also its simplistic 
rcalfirmation now by the Working Group 
« hich has quoted it in letter without following 
Its spint The major quantitative changes in 
the entena itself since the Committee made 
Its recommendation in 1992 make it 
incumbent to perceive this issue afresh and 
accept a new configuration ot a desirable 
general depreciation rate 
it IS also noteworthy that most of the 
companies arc umiblc to lully avail ol the 
admissible depreciation rates cither due 
to excessive capital accumulation by some 
units or on account ol marginal profit 
ability and loss makingopcrationsot several 
other units The comprehensive studies on 
company finances t onducted by the Reserve 
Bank ot India since long have clearly 
demonstrated that on an average about 25 
to 30 per cent ot the selected public limited 
companies and about 35 to 40 per cent of 
the selected private limited companies aie 
marginally operating or loss making units 
Similarly about 40 (icr cent of tbc operating 
central public sector enterpnses do not earn 
enough revenue to meet the provisions lor 
depreciation The position of state level 
enterprises is far worse as these arc mostly 
loss making enterprises and have very little 
to provide lor dcprci lation unless revenue 
IS earned Therefore allowing high rates of 
depreciation does not serve any useful 
puiposc tor a hitgc number of companies 
although tlicic is a provision in the Companies 
Act which enables companies to carry 
forward depreciation tor eight assessment 
ycais under the Income 1 ax Act As a result 
many coni|)<inics carry forward unutilised 
depreciation from year to year 

rherclorc it is desirable to have a general 
1 ate of depreciation at 20 per cent unde r the 
Income Tax Act instead ot 25 per cent 
picscnllv Some specific blocks of assets in 
plant and michinery enjoy still higher 
depreciation rates Tot example nioturbuscs 
tomes taxis aeroplanes and moulds used 
m rubber and plastic gcKids factories have 
a higher rate ol depreciation -it 40 per cent 
under the Income Tax Act as well as the 
Companies Act excepting aeroplanes 
which get lowci depreciation rate of 16 2 
per cent under the Companies Act Yet 
other blocks of assets vi/ energy saving 
devices, .iir pollution con'rol equipment, 
water and solid waste control equipment, 
co-gcncration equipment, electrical 
equipment sugar and iron and steel mill 
rolls etc get a depreciation rate of 100 per 
cent under the Income Tax Act The high 
rates of depreciation allowed for all these 
assets apart from many other assets listed 
III similar categoncs as per Annexure are 
tut ally out of tune with their actual economic 
life 


The Souution 

The Chelliah Committee on Tax Reforms 
had recommended in 1992 a general rate of 
deprKiation at 25 per cent on plant and 
machineiy linked to a corporate income tax 
rate of 40 per cent The reduction in this rate 
to 20 per cent would be quite justified since 
corporate income tax rate has been lowered 
tolSperccntin 1997-98 The manufacturers 
have also more or less fully mopped up the 
heneftt ol a sizeable reduction in Ihe excise 
and customs duties over Ihe last five years 
which was meant to be passed on lo the 
consumers through reduction in pnees as 
repeatedly emphasised by the finance 
ministers in their budget presentations and 
therealter fhe industry has also received 
MODVAT credit paid on machinery and 
promoters have benefited from a sizeable 
reduction in personal income lax rates since 
1992 Tliereforc while higher depreciation 
rates were justified under the higher lax 
structure lower depreciation rates are 
justified under the present lowei tax structure 

Moreover Ihe ix^uction is the baste general 
rate of depreciation to 20 per cent under the 
Income fax Act would better harmonise 
with the general rates under the Companies 
Act which could be and Inked Iron* 15 33 
percent to 20 percent in respect ot continuous 
process plants operating tor 24 hours and 
unifoimly fixed at that level fur other plants 
working tor either one or two or three shifts 
1 here is no re ison to provide higher rates 
of depreciation on shift basis when *hc 
continuous process plants woiking tor 24 
hours are entitled to a single lower rate of 
depreciation Fixation ot a reasonable single 
rate ot depreciation would nut only remove 
asymmetry between dcpreciatton rates 
allowed under the two acts but also those 
allowed to continuous priKess plants and to 
other plants on shitt bas's undei the 
Companies Act fhe concept of allowing 
depreciation rates on shift basis under the 
Companies Act is not only subject lo abuse 
but also outdated Alternatively, the 
suggested general rate ol depreciation at 20 
per cent may be applied unitormlv to single 
and double shift plants while 'he triple shift 
may be allowed at the rate of 25 per cent 
The same rates based on the same principles 
may be applied to machinery us^ for the 
manufacture of electronic goods or 
components and merged with the general 
rate category rather than being shown 
separately under the Companies Act 
Similarly, the separate category of motor 
cars, motor cycles, scooters, mopeds, etc, 
and another! aicgory of concrete pipe moulds, 
earth-moving machinery, motor tractors, 
harvestors, etc, which arc allowed 
depreciation rates of 20 per cent and 25 per 
cent respectively, may be merged with the 
general rale category 
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The CMh flow portion of the companries. 
whiob ihoiiM Iwve considerably imimved 
ova the years due to tax reductions, would 
not be adversely affected by such broad 
rearyostineDU in depreciation rates. As 
itgaids the spread of depreciation rate ova 
(he economic life of the assets, the revised 
rate unda the IT Act would allow write-off 
ofplant and machinery ovaaperiod of seven 
years instead of six years at the higher rate. 

The otha slabs of rtepreciation rates for 
plant and machinery unda the Income Tax 
Act are 40 pa cent and 100 pa cent which 
could be reduced to 30 pa cent and SO pa 
cent, respectively, in order to check 
unnecessary coital accumulation by the 
companies. The corresponding slabs of 
deprreiation rates for plant and machinery 
unda the Companies Act are 30 pa cent, 
40 pa cent, 45 pa cent, 60 pa cent and 100 
pa cent which could be suitably clubbed on 
the aforetnemioned lines and reduced to two 
slabs of 30 per cent and SO per cent which 
would enable the companies to spread 
depreciation ovathe useful lifeof the assets. 

As regards ocean going ships and vessels 
ordinarily operating on inland waters, two 
rates of 20 pa cent and 10 pa cent are 
allowed unda the Income Tax Act and five 
rates of 27.05 pa cent. 19.8 per cent and 
14.6 pa cent in respect of ships and two rates 
of 20 per ^t, 10 per cent in respect of 
vessels are admissible under the Companies 
Act. These rates could be rationalised to just 
one rate of 20 pa cent under the Income Tax 
Act and oneor two rates under the Companies 
Act. Thus instead of having ships as a separate 
category of block of assas, this category 
could lx clubbed together with plant and 
machinery. 

The two remaining categories of assets are 
buildings and 'fittings and fixtures'. 
Buildings have four depreciation rates of 
five pa cent for residential purposes, 10 per 
cent for factories, 20 per cent for hotels and 
100 pa cent for wooden and temporary 
structures unda the Income Tax Act and 5 
pa cent, 10 pa cent and 100 pa cent under 
the Companies Act. Fittings and fixtures 
have a common general rate of 10 pa cent 
and a ^lecial rate of IS pa cent for hotels, 
restaurants,educational institutions, libraries, 
etc. unda the Income Tax Act while the 
Companies Act allows corresponding rata 
of 18.1 per cent and 25.88 per cent, 
resptetively. 

Inofdatoencouragehousingconstruction 
and check the eva increasing housing 
shortage, the depreciation me allowed to 
buildings for raidential purposa should be 
raised to 10 pa cent and maged widi that 
allowed for factory buildings. Hotels oe 
allowed depreciation rate at the rate of 20 
pacent unda the IncoiiMTax Act and 25.88 
pa cent unda the Compania Act which is 
not only a very wide gulf baween the two 


Annbxuu: CasoAXAirva iUras or DanacMiioN Admosibu ON Mmn boars OP Aasars Uram iwt 
IhcombTax Act mw Companks Act 


(Feretmif 


Blocks of Assets 


Unda Unda 

Income CompaaiM Act 

Tax Act . . ■■ 

WDVM WDVM SUM 


I Buildings 

t Buildings used mainly fa residential purposa 

2 Buildings not used nwinly fa raidential 
purposes (factory buildings) 

3 Buildings used as hotels and rtwelling units 
with plinth am not exceeding 80 sq mam 

4 Purely temporary erections such u wooden structum 

II Pumiture and fittings 

1 General rate if not covered unda item 2 

2 Rale applicable in haels, restaurants, educational instiiulions, 

librana. etc: and fa hire purposa. 

III Plant and machinery 

IA General rate other than those covered by item (2) and fa 

continuous process plant. 

IB General rate for other than continuous process plant 

(a) Single shift 

(b) Double shift 

(c) Triple shift 

2 (i) Machinery used in the production and exhibition of 
cinematographic films, recording equipment, projecting 
equipment, etc: electrical machinery juice boiling pons, 
sugarcane crushers, electrically-operated vehicles, glus 
manufacturing, concerns except direct fire glus melting 
furnaces, etc 

(li) Machinery used in the manufacture of 
electronic goods or components. 

(a) Single shift 

(b) Double shift 

(c) Triple shift 

(iii) Motor cor, motor cycla, scooters and mopeds. 

(iv) Aeroplanu. aero engines, equipment, eic. 

(v) Concrete pipes manufacture moulds, drum container 
manufacture, earth moving machinery, moulds in iron 
foundries, motor tiactors. harvators, ropeway structura. etc. 

(vi) Motor busa, mota lorries and motor taxis used in a 
business or runmng on hire, moulds used in rubba and 
pluiic goods factoria. 

(vii) Air pollution control equipment, waia pollution control 
equipment and solid waste control equipment. 

(viii) Shoe and other leatha goods factoria, wooden luts used 
in the manufacture of shoes. 

(a) Single shift 

(b) Double shift 

(c) Triple shift 

(ix) Wixiden parts used in artificial silk manufacturing 
mnchiary cinematographic films - bulbs of studio lights, 
flour mills-rollen, gw cylinders inclodingvaiva and 
regulators, glws manufacturing concerns - direct fire glws 
manufociunng purposa, iron and stal industry - 
rolling mill rolls, match factoria - wooden match 
frames, mineral oil concenu - plant used in field 
operations, mines and quorria accasotia, salt works, 
sugar works - rollers. 

(x) Energy saving deviea, being specialised boilers and 
furnaces, instrumentation and monitoring system fa 
energy flows, waste beat recovery equipment, 
cogenaution systems, elecitical equipment, 
burners and other specialised equipment. 

(xi) Renewed energy deviea being solar systems, wind mills, 
electric generators, pumps running on wind enagy, biogw 
plant and biogw enginw, electrially-operated vebiela 
including battery a fuel cell powered vehicia, equipment 
used fa wwie conversioii. machinery a plant used in the 
manufacture of any of these ireiw. 


3 

5 

1.63 

10 

10 

• 

3.34 

20 

- 

- 

100 

100 

100 

10 

18.1 

6.33 

1.5 

23.88 

9 .S 


25 

15.33 

3.28 

25 

- 

- 


13.91 

4.75 

- 

20.87 

7.42 


27.82 

10.34 


25 

20 

7.07 

23 

- 

15.62 

3.38 


23.42 

8.46 

- 

31.23 

11.87 

20 

25.89 

9.3 

40 

16.2 

3.6 


23 

30 

11.31 

40 

40 

16.21 

100 



100 



_ 

30 

11.31 

- 

43 

18.96 

- 

60 

29.03 


100 100 100 


100 


100 


(Cmild) 
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rates but alto voy umealistic under thefcnner 
as well at the latter which allows total write¬ 
off in respect of hotel buildings over a period 
of six to seven yean. These rates should be 
leflxed at IS per cent which would allow 
«vrite-off over a period of nine yean which 
it quite reasoityble. 

The depreciation rates allowed for 
buildings and rutings and fixtures couhl be 
merged to have a general rate of 10 per cent 
andaspecial rate of IS percent-Ihe former 
ratecovoing residential and factory buildings 
including fittings and fixtures in them and 
the latter rate be made applicable to hotels 
and fittings and fixtures in them. The higher 
depreciation rate for industrial housing 
(residential) would partly compensate for 
the lower rale for plant and machinery. The 
rale applicable to wooden structures and 
purely temporary structures may, however, 
be retained at 100 per cent. 

As regards hotels, the reduction in 
depreciation rate under the Companies Act 
to IS per cent to bnng it at par with that 
admissible under the Income Tax Act would 
not materially affect them since they are 
conferred on several other tax benefits. Hotels 
operating in backward areas and approved 
by central government are al lowed d^uction 
of 20 per cent from profits lor a period of 
10 assessment years under Section 80HH of 
the Income Tax Act. Hotels which started 
funclioningbefore April 1,1990areallowed 
deduction at the rate of 20 percent and those 
which started workingduring 1990-91 (April- 
March) are allowed deduction at the rate of 
2S percent (30 percent for a company) from 
profits under Sortion 80-1 of the IT Act for 
10 assessment years. Subsequently, the 
same deduction was allowed under ^tion 
80-IA for hotels which started operating on 
or after Apnl I, 1991 but before April I, 
1995. In ca.se a hotel was located in a hilly 
or rural area or a place of pilgnmage or any 
other specified place, a deduction of SO 
percent of the profits denved from such 
hotel were allowed for 10 assessment 
years. Further, the Finance Bill. 1997 has 
extended tax holiday to all hotels operating 
in hilly or rural areas and pilgnmage centres. 
There is, therefore, no justification to con¬ 
tinue to allow a much higlier depreciation 
rate of 25.88 per cent to them under the 
Companies Act. 

On the same analogy, the core and 
infrastructure industries should get other 
types of fiscal concessions rather than a 
higher depreciation rate as the Working 
Group has spelt out the need for retaining 
a higher general depreciation rate under the 
IT Act in order to provide incentive to such 
industries. Such incentives are in fact already 
in place since Apnl 1,1995 as any enterprise 
carrying on the business ol developing, 
maintainingand operating any infrastnicturc 
facility since that date, a deduction of 100 


Blocks of Assets 

Under 

Under 


Income 

Companies Act 


Tax Act 
WDVM 

WDVM 

SLM 

IV Ships 




1 Ocean-going ships 


27.05 


(i) Fishing vessels aitb wooden hull 

(ii) Dredgers, tugs, barrages, survey launches and other 

20 

10 


ships used mainly for dredging purposes 

20 

19.8 

10 

(iii) Otter ships 

20 

14.6 

5 

2 Vessels ordinarily operating on inland waters 
(i) Speed boats (cxc^ing 24 kms per hour) 

20 

20 

7.07 

(ii) Other vessels 

10 

10 

3.34 


WDVM K writien down value meihod; SLM straighl line method. 

Notn: I Buildings include roads, bridges, culverts, wells and tubewells. 

2 Continuous process plant is one which is required and designed to operate 24 houis a day. 

3 The above list of blocks of assets is indicative and not complete as the list of items 
classified against different rotes of depreciation under Income Tax Act and the Companies 
Act is not unifoimly available on comparable lines. The list is broadly comparable. 

4 Where, during any financial year, any addition is made to any asset or any asset is sold, 
discarded, demolished or destroyed, the depreciation on such assets is to be calculated on 
apro rata basis from the date of such addition or up to the date on which the asset is sold, 
discarded, demolished or destroyed, in terms of the provisions of the Companies Acl 

5 Extra shift allowance was abolished with effecl from the accounting year 1987-88 
under the Income Tax Act following sleep hike in the rates of depreciation allowable 
from ihai year under this Acl. This system, however, continues to prevail under ihc 
Companies Act. 


per cent of the profits derived from such 
business is allowed for the initial five 
a.sscssment years and at the rate of 30 per 
cent for the next five assessment years withi n 
a period of first 12 years of operation, with 
an option to choose the initial year. This 
facility is allowed under Section 80-IA of 
the IT Act. Further, the 1996-97 central 
budget had provided exemption to income 
by way of dividends, interest or long-term 
capital gams of an infrastructural capital 
fund or intrastruclural capita! company for 
promoting financing of infrastructural 
projects. In January 1997, telecommunication 
was included in infrastructure projects in 
order to enable it to qualify for five-year tax 
holiday under Section 80-IA. The 1997-98 
central budget included oil exploration and 
industrial parks also in the infrasinicture 
category, liic budgetary support for National 
Highway Authority of India (NHAI) has 
been enhanced from Rs 200 crorc in 1996- 
97 to Rs 500 crore in 1997-98. Thus, there 
are already other schemes of promoting 
infrastructural or core industries and. if 
necessary, more schemes may be worked out 
rather than providing higher rates of 
depreciation to them. The higher rate of 
depreciation would also be out of tunc with 
the economic life of core and infrastnicturai 
projects which spans over several years. 
Moreover, since the classification of 
buildings for the purpose of depreciation 
rates alreadyincludaroads.bridges. culverts, 
welts and tubewells, the hike in depreciation 
rale for buildings from 5 to 10 percent would 
automatically benefit this segment of 
infrastructure. 


Thus, the existing lour categories of assets 
under buildings, furniture and fittings, plant 
and machinery and ships should be merged 
and reduced to two categories viz, buildings 
(including furniture and fittings), and plant 
and machinery (including ships). Similarly, 
the slabs of depreciation rates allowed under 
the Income Tax Act and the Companies Act 
may be reduced to a select few as presented 
in the tabic below, with a general rate of 
depreciation at 20 per cent under both Ihc 
acts, which would considerably simplify the 
existing depreciation rates structure and 
facilitate its easy computation and 
implementation. It would also achieve the 
twin objectives of harmonisation as well as 
rationalisation of deprecialion rates under 
the Companies Act and the Income Tax Act. 
The suggested depreciation rates stnicture 
would be not only veiy reasonable under the 
present tax structure but also prevent un¬ 
economical accumulation of assets by com¬ 
panies for availing of tax covet which raises 
important questions of efficient allocation 
and better utilisation of scarce resources. 

Finally, depreciation rates admissiUe to 
the corporates should go hind in hand with 
the overall tax structure in which they have 
to operate. The uix structure in itself should 
conform to the princi pies of equity and justice 
and should not unduly favour one section 
of the society as against others. In this context, 
the new dividend tax policy introduced in 
the 1997-98 budget is lopsided and inequit¬ 
able and should be ma^ a balanced one. 

[The poperexpresses personal views of the author. 
It was prcpaied before the Finance Bill.1997 was 
posted.l 
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The Budget and Industrial Development 


N S Siddharthui 
B L Pandit 

The Budget 1997-98 has failed to focus on insiiiuthns that are capable of promoting the growth of the most . ” 
dynamic sector, dynamic in terms of employment and technology. The focus instead has been on large corporate {- 
firms whose role in employment generation and manufacturing has been diminishing in most countries of the j 
world. I, 


I 

Introduction 

THE union budget fur 1997-98 has been 
variously described as path breaking and a 
watersh^ budget by one set ot experts while 
others have termed it as pro-rich and anti¬ 
poor. The budget is a watershed budget in 
one important respect. It has reduced the tax 
rates drastically and India has now joined 
the club of one of the least taxed nations. 
The budget has also targeted the large 
corporate sector as the paramount vehicle for 
development. The repeated and peiiodic 
excuse given by the tax evading public, for 
non-payment of taxes, as the high tax rates, 
will be no more valid. 

However, the objective of this paper is not 
to evaluate the budget from the fiscal angle 
but from the point of view ot economic 
development, and in particular industrial 
development. The conventional standards 
like the impact of the budget on macro¬ 
economic balances like fiscal dcticils. fi.scal 
parameters like tax-GDP ratios, price 
movements at the margin and exchange rales 
would be more relevant for a macro- 
stabilisation programme. For a country like 
India with very low levels of productivity, 
widespread illiteracy and malnutrition and 
where over 90 per cent of population has an 
income lower than the income lax exemption 
limit, the budget strategy has to be different. 
The intention here is not to underplay the 
roleofmavro-siability but to emphasise other 
issues that have not received sufficient 
attention. 

From the point of view of economic and 
industrial developmeni. budgets, though 
important, may not play a key role. As slated 
by Porter i n his celebrated book (Competitive 
Advantage of Nations), government, and its 
fiscal policies, arc players in promoting a 
nation's competitiveness but cannot be the 
star players. Farter givescxamplesof several 
countries like Italy, whose governments had 
failed in their fiscal discipline, or whose 
governments had changed too frequently to 
be of any consequence, and yet their 
economics developed very fast and their 
firms became internationally competitive. 
The star role in economic development and 
international competitiveness must therefore 
be played by an increasing productivity 


which lies mainly in the hands of acouniry's 
firms, farms and labour. Nevertheless, 
budgets can introduce programmes that 
influence productivity and slimulalcdemand 
conditions. The 1997-98 budget's mam 
strategy to generate a demand for goods and 
services is the reduction of tax rates at all 
levels. This will increase the disposable 
income of the consumers and thereby create 
a demand lor products. This increased 
dcm.md. it is hoped, will raise the level of 
investment. This strategy has been 
successfully implemented by several cast 
Asian cnunirics. notably, Japan. However, 
for this strategy to succeed, certain other 
conditions have lobe lulfillcd. It is important 
to view this strategy in the overall context 
of national objectives. 

II 

Current Scenario and 
Budget Proposals 

Here, a scrutiny of the current economic 
scene will be useful. Conventional wisdom 
suggests the examination of two issues in 
iliis respect. First, the projected impact of 
the fiscal stance of the budget on industrial 
growth in the private sextor. Indications of 
this are given by the proposed changes in 
taxes, subsidies, tariffs and other kinds of 
lcvie.s. Second, evaluating the budgetary 
provisions of the annual plan for the fiscal 
year 1997-98 for the industrial units in the 
public sector and for the departments of 
various economic ministries. As we go along, 
wc examine these issues but also rai.se .some 
important quc.stions about the way the current 


budgcM is tacklingthc basic issucof increasing 
labour productivity. 

TI)ciwoissuc.s raised hciemu.st be analysed if i 
taking into account the cutrent growth profile 
of the key sectors of the economy. This is 
because a proper assessment of the budget 
proposals can be meaningfully made only 
in the context of signals coming from the 
real .sector of ilic economy. 

The data irom the Ectmomic Suivey 1996- 
97 on the growth rales of the key sectors of 
the economy prc.scnted in Tables I- and 2 
show indications of an economic slow-down 
and an industrial slow-down. 

The dai'i reveal that the growth rates in 
1996-97 are lower in almost all the sectors 
and sub-sectors across the board. The union 
budget's rcspon.se to thc.se signals is to 
concentrate on the corporate sector and 
formulate a set of proposals to encourage 
the growth of the corporate sector. These 
include; 

(a) abolition of the surcharge of 7.5 perenet 
on the corporate lax; 

(b) dercserving the 14 items meant for the 
small-scale sector: 

(c) exempting export profits from the 
purview of MAT 

(d) redticlion of corporate lax on domestle 
companies from 4.^ per cent to 35 per 
cent; 

(c) abolition of tax on dividends and its 
replacement by a 10 per cent lax on 
income distributed as dividends at the 
company level. 

Ihis paper questions this strategy and 
argues that the large corporate sector cannot 
be the main vehicle of growth and deve* 


Table I: SEtTonwiSEOKowni Raiis 



l'W4-9.'5 

Provcsiunal 

199.'!-% 
(Juick Esiimale 

1996-97 

Advance Estimate 

1 Agriculiure 

4.6 

-0.1 

3.7 

2 fndusiiy 

94 

116 

8.7 

(i) Mining 

8.1 

7.0 

1.7 

(ii) Manufaciuring 

10.2 

1.3.6 

10.6 

(iii) Elelricily, gas and water supply 

8.6 

9.1 

4.2 

(IV) Construclion 

6.9 

5..3 

4.6 

3 Services 

(i) Transport, trade, holds, etc 

100 

1.3.3 

9.4 

(ii) Financing. Insurance. Reol csiate 

7.1 

4.0 

6.3 

(iii) Oiher services 

.3 8 

62 

4.9 

Toial GDP 

72 

7.1 

6.8 
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1 lopmcni. InfwourofthUargumentHpitseiib 
the main characteristics of the current 
technological revolution that favourthe small 
and medium firms. 

The budgetary allocation for indusoy 
and related sectors under the annual plan 
1997-98 are given in Table 3. 

These fiscal proposals have their short run 
rationale but the main question to ask is. how 
to does the budget take up the challenge of 
removing the mi^or constraints on industrial 
ievelopnieit?The crucial issue in this regard 
is that of productivity. 

in 

I Objective! of Economic Policy: 

Role of Productivity 

The main objectiveof the economic policy 
ought to be increasing the growth of per 
capita incoiiKand simultaneously reducing 
, disparities in its distribution. It is very well 
known that per capita income, namely, 
income divided by population has two 
components: the ratio of income to the 
Idjour force and the ratio of the labour force 
to the total population. The ratio of income 
to the labour force represents labour 
productivity. The other ratio of labour force 
to population cannot be altered in the short 
tun. This ratio depends on demographic 
factors, and in particular, on the age structure 
(rf the population. Given this fact, the growth 
of per capita income will depend chiefly on 
the grov^ of labour productivity. Labour 
productivity in turn can be increased in several 
ways. One strategy is to shift the labour force 
from low productivity areas like agriculture 
to industry, and within industry, from the 
low skill, technology and productivity areas 
to the high productivity ones. However, the 
overall productivity of the economy could 
also increase if the productivity of all the 
sectors, namely .agriculture, mmufacturing, 
and services increases due to technological 
change. Evidence suggesu that applications 
of biotechnology like the introduction of 
genetically engineered plants that repulse 
insects and are tolerant to adverse weather 
conditions and soil salinity and which are 
propagated through tissue culture could 
substantially increase productivity in the 
^ficultural sector. The micro-electronics and 
information technology revolutions could 
also substantially increase productivity in 
the manufacturing and services sectors. 
Consequently the capacity of the budget to 
increase per capita income will depend 
ciucially on its influence over the factors that 
determine the adoption of new technology 
by Arms and farms. 

To the extern that productivity is linked 
to R and D. the budget has an attractive 
proposal. The budget proposes that R and 
D laboratories recognis^ by the department 
of science and technology can be equity 


partners in privto companies which use 
their technology. The laboratories can either 
demandalumpsum payment, royalty or buy 
equity ofthe concerned company. While this 
is a welcome move and in the direction of 
international practice, it is not clear why 
recognition by the department of science 
and technology is mandatory. Instead of 
giving this discretionary and a virtually 
vetoing powei to the science bureaucracy, 
the finance minister could have named some 
objective and more transparent criterion like 
patents. 

The budget allows a 13.12 per cent rise 
in the overall allocation for science and 
technology. Biotechnology has been rightly 
granted an increase of M per cent, non- 
conventional energy 30 per cent, electronics 
19 per cent. Nevertheless, the share of 
biotechnology is only 1 per cent, and of 
electronics a mere 2 per cent of all the funds 
allotted. An overwhelming |»oportion (57 
per cent) of the funds is allotted to atomic 
energy, space research and defence. Perhaps, 
the government expects the private sector to 
play a leading role in the field of 
biotechnology and micro-electronics. If so, 
the insistence on recognition by the 
department of science and technology could 
turn out to be counterproductive. 

IV 

Current Technology and Human 
Resource Development 

In this context, in evaluating the budget, 
it IS important to consider the characteristics 
ofthe current technological revolution. The 
current technological revolution in micro¬ 
electronics, information technology and 
biotechnology is mainly knowledge and 
information based unlike the earlier 
revolution in machines which was based on 
natural resources like coal, ores and 
petroleum. Consequently, to participate 
effectively and benefit from this revolution, 
the nation should invest heavily in human 

Table 2. Growth rates in Industrial Sector 


resource deveiopmem. In fact the east 
Asian countries that have benefited from 
this revolution and experienced high 
growth rates are those that have also 
achieved high levels of human resource 
development like a high rate of literacy, 
a high percentage of population which 
comprises matriculates and those with 
higher qualifications and ahigh peicemage 
of science and technology perstnuiel in the 
total worM'orce. So far India has neglected 
this vital area. A vast majority of Indians are 
illiterate and the Indian planners have not 
yet formulated firm physical targets to 
eradicate illiteracy. Nor has the govemmeiu 
allocated sufficient funds for health care. 
The number of primary health centres is 
stagnating at around 21.000 for the last five 
years. The budget allocation for health is a 
mere Rs 7SS crore which works out to Rs 9 
per person. Similariy, the allocation for 
education is Rs 4.158 crore which works 
out to Rs 46 per person. In practice however, 
even these allotted sums are not actually 
spent. According to the re vised estimates for 
1996-97 actual expenditure on education 
was only 75 per cent of onginal allotment. 
Similar is the story for other activities like 
rural development, irngation, poverty 
eradrcation, etc. It is virtually impossible 
to benefit from the current technological 
revolution without drastically increasing the 
skill content of the population. Even in the 
case of agriculture, to successfully handle 
tissue culture and other biotechnology 
measures in farming, a farmer should have 
undergone at least 10 years of schooling 
The benefits accruing to illiterates from 
information technology and micro¬ 
electronics will be minimal. The budget does 
not have a programme of action to tackle 
this vital area. One is aware that education 
is mainly a state subject in India. Nevertheless, 
the central budget can reserve for this purpose, 
in a mandatory manner, some of the funds 
that are transferred to the states. An 
improvement in the quality of human 
resources will betheplatfbim that will launch 
India into a higher growth trajectory. 



1995-96 

(ApnI-OcI) 

1996-97 

(ApnI-Oct) 

Basic goods 

II.1 

6.7 

Capital goods 

15.0 

166 

Intermediate goods 

7.2 

10.8 

Consunv.’r goods 

13.5 

82 

Consumer durables 

30.2 

98 

Consumer non-durables 9.2 

7.7 

—... , Ti.i,. 


V 

Infrastructure 

Besides human lesourcedevdopment what 
is also required for a big leap forward in 
productivity growth is infrastructure. This 
should comprise of an efficient banking 
system, regular power supply and well 

(Rt crore) 


^V-% 

Table 3. Annum. Plan 1997-98 



Industry and 
Minerals 

Communication 

Eneray 

SandT and 
Environment 

1996-97 (RE) 

10144.54 

10074.60 

19601.43 

1837.29 

1997-98 (BE) 

11199.80 

13361.00 

24234.53 

2177.30 
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functioning means of transport and 
communication. The current position in this 
respect is that infrastnichire services are 
woefully inadequ a te and their quality u 
inferior. The goveramem and the finance 
ndnister are aware of the glaring shortfalls 
in terms of congested roads, recurrent power 
failures, communication bottle-necks, 
outmoded banking [nactices and bureaucratic 
delays. Improvement in some of these 
facilities will require heavy investmems. 
Nevertheless as we argue in the following 
sections, substantial improvements in several 
other infrastructure services can be accom¬ 
plished with administrative and procedural 
refonns,andcomputeriinkageof institutions 
As shown in the later part of this paper 
several of them come directly under the 
purview of the finance ministry 

VI 

Role of Small and Medium Firms 

Hie strategy of the budget to rely pre¬ 
dominantly on the large public limited 
companies for higher growth rales might 
also clash with some of the charactenstics 
of the current technological revolution 
Unlike the earlier technology that was 
centralising and which supported large 
enterprises, the current computer aided 
manufactunng, computer aided designs and 
flexible manufacturing systems favour small 
and medium firms Consequently, all over 
the world large corporations have been 
withdrawing from direct manufactunng 
activities and concentrating more on 
marketing, technology creation and net¬ 
working with small and medium firms 
Manufactunng activities have been shifting 
to small and medium firms Thus even in 
the US eight out of 10 jobs are being created 
by the smalt and medium firms The 
emergence of small and medium firms as 
global competitors is mainly due to the 
features of the current technological levo- 
luhon Theearliertechnology took advantage 
of division of labour and concentrated on 
the mass production of a large number of 
producteofagiven specification Thecunent 
technology, on the contrary, allows frequent 
changes in the product specification and 
permits specific preferences of individual 
customers to be incorporated in the product 
Henceforth flexibility in manufactunng, 
pliability in designs and accommodation of 
the consumer’s distinctive preferences will 
give a firm a competitive advantage In all 
these respects the small and medium firms 
have an ^ge over the large ones and accor¬ 
dingly their share has been increasing in 
manufactunng. employment and foreign 
direct investmcius in thedeveloped countries 
and in thenewly emerging industnai countnes 
of east Asia. These charactenstics of the new 
technologies also happen to favour India’s 


national objective as they can prevent 
concentration of economic power. In fact, 
dmpite the encoumgement concessions 
given to the large Indian corporate sector 
since 1991, its performance in terms of 
employment generation and net value 
addition has not been noteworthy. The Indian 
small and medium firms have not been the 
focusoflndianpolicymakersinrecent years 
and yet they have comributed more to value 
addition, exports and employment. If only 
policy would make them the main vehicle 
of industrial development, instead of 
concentrating on large public limited corpo¬ 
rations, then the industrial growth rate wilt 
be even higher. 

Indian policy has been ignoring this 
small and medium sector (that is, firms 
that employ less than 100 persons). With 
regard to the small-scale industries (some 
of the small and medium firms could 
belong to this sector), the main government 
policy appears to be that of reservation. 
This policy that was conceptualised before 
the current technological revolution docs 
nottakecognisanceof thecunent technology. 
Nor was it designed to make the small units 
globally competitive. On the contrary the 
reservation policy is mainly based on the 
assumption that small firms are not 
cemipetitive and so need protection. Policy 
must make a distinction between the 
traditional small-scale units and the modem 
small and medium firms. The latter are 
capaUe of usi ng information technology and 
competing successfully in the world m^et. 
They range from units that belong to small- 
scale indusines to units that areprivatelimited 
companies. 

VII 

Policy Imperatives 

For the small and medium firms to play 
amoreefiecti VC loleinemploymeM creation, 
manufacturing and global competitiveness 
they need the creation of new infrastructure 
facilities like venture capital, internet con¬ 
nections and easy access to information 
technology. The budget does not adequately 
address itself to these issues. At present 
internet facilitiesareavailabletogoverament 
oiganisations and large corporations, but for 
individuals and small firms, the only source 
is VSNL. This goveratnent monopoly has 
not been able to provide this vital service 
to Indian entrepreneurs. VSNLhas acknow¬ 
ledged its inability to do so by closing its 
door to ail new applications. Bydenying this 
vital facility to Indian entrepreneurs the 
government is standing in the way of their 
access to latest information, designs and 
prospects of globalisation. Provision of 
internet facilities to Indian entrepreneurs, 
tecbnologisttand researchers isapreiequisite 
for India’s participation in the current 


revolution. Any further delay in this would || 
make Indian enterprises non-competitive. 

For the last three yean In^an budgets! 
have mentioned venture capital institutions J 
Iwt have not taken any concrete steps to| 
create a large number of specialised venture 
capital institutions that would promote hi-' 
tech venture firms in fields like biotechno- 
logy, micro-electriHiics and software deve- 
lopment. \ 

Several institutions that are directly under'' 
the control of the finance minist^, like 
commercial banks and the customs, have ' i 
been the principal obstacles in the shaping ,. 
of Indian firms into global players. | 
Inefficiency in timely customs clearance of f, 
input imports and exports have prevented 
Indian firms from participating in hi-tech | 
export-oriented value ad<M activiries. The ! 
inability of the banks to credit ouutadon I 
cheques instantaneously due to the idisence ' 
of computer linkages have pushed the ' 
Indian cost structure up, thereby inaking | 
Indian goods non-competitive. The high 
interest rates have further aggravated the | 
problem. Most of these impediments are : 
created by institutions that are directly . 
under the control of the finance ministry 
and yet the ministry has not applied any | 
corrective measures. I 

In ^rt the budget has not been focusing | 
on institutions that are capable of promoting I 
the growth of the most dynamic sector, | 
dynamic in terms of employment and { 
technology. The focus instead has been on i 
large corporate firms whose role in j 
employment generation and manufacturing '< 
has been diminishing in most countries of ' 
the world. Reform of the customs, computer 
linkage of banks, launching of genuine 
venture capital firms, and access to the 
information highway forlndianentrepieneurs 
and individual researchers are indispensable ' 
in making the potentially most pimnising 
sectorof Indian manufacturing play arightfiil 
role in Indian development. Denial of acoeu 
to these facilities which are easily available 
to India’s competitors, will handicap Indian 
fi(ms greatly. 
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Budget 1997-98 and Role of the State 

Ajit Karoik 

This article seeks to analyse the Budget I997~98 within the broad framework of the role of the state in a changing 
economic environment. The first part, dealing with short-term issues presents an analysis indicating that as the 
government reduces unnecessary regulation and permits the market to function by creating appropriate incentives, 
growth will occur. The second part, on long-term issues, shows that the long-term prospects for growth however 
are none too bright, in the absence of genuine meaningful slate intervention. The neglect of the physical and 
social infrastructure is especially highlighted. 


Introduction 

THE last few years, especially after the 
initiation of economic reforms in India, have 
seen a lot of soul-searching with respect to 
the development strategy that had been 
followed in this country since 193S. To be 
fair there have been misgivings in certain 
quarters regarding the path that India has 
charted out since 1991-92. as well. These 
misgivings and apprehensions have been 
shared across the ideological spectrum; the 
left views the importance being given to 
maricels as an abdication of its responsi bilities 
by the state; the right, on the other, believes 
that markets still continue to be shackled and 
the state has still not relinquished enough 
of its controls for the market to really deliver 
benefits. In this note I will examine the 
Union Budget 1997-98 in the context of 
devising an appropriate rote for the state. 
The role of the state is examined from both, 
an efficiency and equity dimensions. 
Sometimes the distinction between these 
dimensions is labouredtoomuch;especially, 
it is presumed that there is necessarily a 
trade-off between the two. I will try and 
indicate that this trade-off need not be 
inevitable. 

The best way to appreciate the Economic 
Reforms process in India is to contrast it with 
the functioning of the state that had become 
entrenched tor at least the last 30 years. The 
vision of the state that India's first prime 
minister Nehru had in mind had been 
completely perverted. So long as the demo¬ 
cratic and benign influence of Nehru was 
available, the powers of the state were held 
in check. In retrospect, however, it appears 
that the system that Nehru built depended 
rather too heavily on his presence for its 
benevoleiM functiiming. India paid little hoed 
to the question of Karl Popper (Conjectures 
and Refutation 1989, Se. p 23]: “How can 
we organise our political (and economic) 
institutions so that bad or incompetent rulers 
cannot do too much damageT’ 

The Economic Reforms process represents 
a strongly focused attempt to change the role 
of the state as it had evolved over the last 
few decades. Hw most important changes 
have been in the area of industrial policy and 


in the dismantling of the protectionist barriers 
that had been erected in pursuit of import 
substitution and infant industry protection. 
With these changes a significant amount of 
rent-seeking, normally associated with a 
licensing process, has been done away with. 
Moreover by reducing the barriers to 
competition, both internally and externally, 
a much needed dose of efficiency has been 
introduced into the economy, in any process 
of the withdrawal of the state from economic 
and social activities, there exists the grave 
danger that the pendulum might swing the 
other way; that the stale may withdraw from 
activities which are its natural charge. This 
iscspecially so in the context of social justice, 
where the state has a definite role to play 
and the “withering away” of the state from 
this sphere will represent an abdication of 
its responsibilities. However, even here the 
role of the state is stressed excessively and 
in a rather stilted fashion (by confining 
attention only to correcting income 
inequalities). 

Background TO Budget 1997-98 

The budget for 1997-98 was being presen¬ 
ted against a backdrop of policy drift, con¬ 
flicting signals regarding (he economic 
reforms process, three lacklustre budgets - 
two by the Congress government and one 
by the UP government. Even though the 
economy had been growing at a healthy 7 
percentpaoverthe last three ycars,dangcrous 
signals could be read into the emerging state 
of the economy: 

(1) The liquidity crunch had led to 
persistently high rates of interests; 

(2) Sluggish capital maikets had made it 
difficult to raise resources; further (he 
government' $ disinvestment programme was 
in toul disarray; 

(3) In view of the above, industrial activity 
was slowing down relative to the pace set 
in previous yean; 

(4) Agricultural production had suffered 
adversely in the 1995-96, which had required 
large-scale imports of wheat; 

(3) Export growth was slowing down; 

(6) Inflauon was beginning to increase 
after having reached the low level of 4 per 
cent; 


(7) Infrastructure bottlenecks were 
beginning to show up. 

Dangerous as these signals were, percep¬ 
tions about the camomy were even more 
pessimistic and confidence in the ability of 
this government to push reforms was at a 
low ebb. The way ahead was reasonably well 
understood; what was in doubt was the 
commitment of the UP government to eco¬ 
nomic reforms and coherence in its policy¬ 
making. The following steps needed to te 
taken on an urgent basis: 

(1) Capital markets had to be revived, not 
by tinkering around as the SEBl had been 
doing, but by putting in place an environment 
that would boost the market; 

(2) Industrial sector had to be revived; 

(3) Agriculture had to be given a push; 

(4) Government finances, especially 
revenue expenditures and the associated 
revenue deficits, were to be put in order; 

(3) Infrastructure, both physical and social, 
had to be given due importance; 

(6) Most importantly, a strting signal about 
the commitment of the UP government to 
economic reforms had to be given. 

As the Economic Survey 1996-97 pointed 
out there had been a marked slow-down in 
the pace of economic reforms since 1994-93. 
The pre-occupation of the Congress with the 
general elections meant that the last two 
budgets presented by Manmohan Singh 
became increasingly politicised. The first 
budget presented by P Chidambaram was a 
holding operation, more meant to get the UP 

Table t: Ratio of Gross Tax Revenue to 
GDP AT Market Prices 

(PerceiU) 


Year Corporation Personal Corporation^' 
Tax Income Personal 
Tax Income Tax 


1085-86 

1.09 

0.96 

2.05 

1988-89 

111 

1.07 

2.18 

1989-90 

1.03 

1.09 

2.12 

1990-91 

1.00 

1.00 

2.00 

1991-92 

1.27 

l.ll 

2.38 

1992-93 

1.26 

l.ll 

2.37 

1993-94 

1.25 

1.14 

2.39 

1994-95 

1.46 

1.27 

2.73 

1995-96 

1.50 

1.42 

2.92 

1996-97 

1.50 

1.49 

2.99 
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govenunent going without treading oo the 
ton of the coalition panics. Thus three ynn 
had been frittered away by aucceasive 
govemmenta and the refonna praceu had to 
brought back oo track, in the aituation the 
choice before the finance miniater waa one 
of gmhiidiani versua big-bang: whether to 
gradually, ovre the courae of the next two 
or three budgeta, aet the economy on the 
refonna courae or, in a big-bang, in a single 
budget, seek to correct the dri ft that had beset 
the policy-making process. The moot 
question was whether incrementalism in 
budget-making would be able to achieve all 
that a big-bang budget would, especially 
with respect reviving business confidence 
and signaling the govemment’seommitment 
to reforms. 

Manaoino the PbuTicAL Balakce 
Part A: ExPENorruRes 

As the budget unfolded, it was quite clear 
that the Rnance Minister (FM) h^ gone in 
for the big-bang strategy. The tour de force 
of Budget 1997-98 lies in its Part B i e, the 
revenue side. However, the changes that 
have been initiated in this pait have been so 
drastic In some cases that the PM would have 
, had great difTiculty getting support for the 
budget from within the UP government. 
Thus, criticism of the budget from within, 
especially from the communist partners of 
the government, had to be blunt^ by give¬ 
aways in the expenditure side of the budget. 
Prom a narrow, short-term point of view 
these give-aways will not cost the economy 
(except one of these measures, as I discuss 
below)dear. However.itexposesthemyopic 
vision of political patties thm such gimmicks 
are sufficient to buy political support. Thus, 
consider the fcdlowing: 

(1) Expenditures on three departments: (a) 
rural employment and poverty alleviation 
(ministry of rural areas and development). 

Department of education (ministry of 
HRD) and (c)Department of health (ministry 
of health and family welfare), as a group 
have gone up by as much as 23 per cent over 
Budget 1996-97(RE). Howevcr,ascompared 
to Budget 1996-97 (BE), the hike is only 
11 per cent. This discrepancy is the result 
of massive shortfalls in spending over the 
year 1996-97. The decline for these three 
departments is as high as 10 per cent. How¬ 
ever. the announcement of hikes in social 
spending was required to gamer political 
support. In a later Section 1 shall bediscussing 
the social sectorin greaierdetail and indicate 
that the situation there is extremely 
precarious. 

(2) The PM has suted in his budget speech 
*VhenthedualcardsystemundeTthe targeted 
PDS takes effect throughout the country, if 
more funds aie required, 1 shall provide the 
same”. In the first place I believe the term 


‘targeted’ usedinthiecontextofthe proposed 
PDS system is compl^y mis|riac^ A 
targeted system should be incentive- 
compatible, that is, those who ate to be 
excluded from the benefits of the system 
should have no Incentive to avail of the 
benefits. Thus a food-for-woik programme 
is well-targeted since receiving food is 
contingent on working: those wishing to 
free-rideand receive benefits will bedeterred 
by the requirement of work. The urgeted 
PDS system that has been proposed is not 
incentive-compatible and the set of 
beneficiaries is likely toexpand well beyond 
manageable limits, in the context, an open- 
ended subsidy promised by the PM is a 
recipe for disaster. Qeaiiy, this measure is 
intended to buy political support, but. I 
believe. su|qxnt is being purchued here at 
great cost to the economy. 

(3) In similar vein, the PM has tried to 
defuseany criticism (possibly from the Right) 
about defence spending by stating that “any 
additional requiremeniof defence forcapittd 
expenditure will be adequately provided for'’. 
This is again an open-ended commitment 
and I would view with extreme suspicion. 
It may however be pointed that capital outlay 
on defence was S per cent lower in Budget 
1996-97 (RE) as compared to Budget 

1996- 97 (BE); also the amount allocated for 

1997- 98 is marginally lower than. Budget 
1996-97 (BE). 

(4) The PM has been very careful not to 
offend the Left oo the issue of opening up 
of theinsurance sector. TheLiC will continue 
to have monopoly in life insurance. GIC will 
continue to have monopoly in non-iife, non- 
health insurance. Only in the sphere of health 
insurance has there been a very modest 
opening up for a few Indian-controlled 
companies. Atmtally, it it so modest an 
opening up that it is hardly noticeable and 
yet there has been a hue and cry about it in 
some sections. The existing health insurance 
packages had failed to deliver and yet the 
opening up of health insurance is being 
criticised for ignoring the needs of rural 
areas. Ills thismisplacedcnticismthat diverts 
attention from real, meamngful issues. Rural 
India would be far better off with superior 
primary health facilities; it is the absence of 
these facilities that is the real problem and 
not the absence of health insurance. The 
criticism and resistance towards opening up 
the Insurance sector does demonstrate the 
power of the public sector lobby and of 
organised labour. 

Part B: Revenue 

Having created the background, the PM 
has, in a massive surge of policy initiatives 
introduced iar-reaching changes in Part B 
ofthe budget. The major ones relate to direct 
taxation and these have attracted most of the 


attention. Tte reduction in direct personal 
and ooipMiie taxes has been critidsed on 
two grounds: (i) that it will lead to revenue 
loss; and (ii) that it increases dw extern 
inequalities 

As far as die first criticism is concerned, 
the PM is really to blame for not indicating 
the changes in revenue collection that he 
expects as a consequence of the reduction 
in the rates. Tablet tries to throw some light 
on the issue by looking m some tax ratios 
over last few years. 

Table I indicates that since 1993-94 for 
personal income taxes and sinre 1994-95 for 
corporation taxes, the tax t^DP ratio has 
been increasing. It hardly needs reminding 
that tax rates have been declining over the 
last few years and certainly they are lower 
now than they were in 1985-86or 1988-89. 
This is not a simplistic Laffer result since 
the tax base has, presumably, been growing 
over the years; consequently, tire tax/GDP 
ratio has been increasing not merely because 
the tax rates are declining, but because more 
persons are being taxed. I believe that the 
latter, i e, increase in the tax base, is far more 
important from a development perspective, 
than quibbling over the effect of tax rates 
on tax collections. The tax base is admittedly 
very low in India and this budget makes 
some efforts to enlarge the tax net. The tax 
proposals, as is well known, seeks to target 
owners of four-wheel vehicles, owners of 
telephone, owners of immovable property 
and foreign travellers. The importance of the 
screening devices used is that it does not call 
for additional information collection since 
information on each of the target groups 
(across which there would be substantial 
overlap) should be available. What it calls 
for is pooling of this information which 
would be available with different regulatory 
authorities, either the municipality, regional 
transport office, telephoire nigam or passport 
control. 

The second criticism, that reduction in tax 
rates will increase inequalities, is valid if 
viewed from a very narrow perspective. 
Clearly, if the richer and i»ivileged sections 
of society (andin Indiathose whopay income 
taxes are necessarily the privilege pay less 
in taxes, their disposable income increases 
and this should increase the extent of 
inequidities. The narrowness of this view 
becomes apparent when one considers 
income to be merely one of the numerous 
bases according to which inequalities are to 
be measured. There are other, possiUy more 
important, indicUors of inequality such as 
access to basichealthandeducation. Taxation 
of income seekstorecfaioeinequaiities without 
changing the basic distribution of 
endowments in the form of education and 
health. A better distribution of these other 
fheilities Is likely to increase the productivity 
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of benefidariet and rdte their earnings, 
theieby reducingiiKomeinequalities.as welt. 
Thus, it appears to me that raising tax rates 
is an inefncieiM way of reducing inequalities 
asconqmredtoamore egalitarian distribution 
of education and health facilities. 

It is not at all surprising that taxation and 
that too at high marginal rates is. naively, 
seen as the most appropriate means of 
introducing equity in society. Traditionally, 
inegaliurian distribution of income is 
generally seen as a market failure, in the 
sense thd the market will not introduce 
distributional equity automatically. Thus, 
distribution is seen as an essential element 
of government policy making or government 
budget formulation (with taxation as the 
main instrument forintroducing equity) along 
with other functions in the spheres of 
allocation and stabilisation. This is, of course, 
the familiar threc>way classification of the 
budget proposed by Musgravc (I9S9). It 
cannot, however, be the ca.se that all the 
burden of introducing egalitarianism be 
placed on the distribution branch of the 
budget. To the extent that cyclical 
unemployment leads to poverty and increases 
inequality, the stabilisation function of the 
government budget has a role to play in the 
sphere of social justice, in the context of 
provision of ‘merit' goods or quasi-public 
goods, the govcrnmcnt’sallocation function, 
too, will have a role to play [see Kamik 1997 
for details]. Thus, a fragmented view of 
government budget-making, in terms of three 
separate functions, may not be the most ideal 
way of tackling distributional problems. A 
more holistic view that promotes efficient 
allcKation of re.sources in all sectors of the 
economy, maintains the economy at high 
ievelsof activity coupled with price stability, 
along with directly tackling income and other 
inequalities provides a superior approach to 
state intervention in pursuit of social Justice. 
Such an approach clearly brings to the fore 
the importance of the market in the search 
for egalitarianism. Specifically, what this 
approach emphasises is the importance of 
growth and price stability in the pursuit of 
distributive Justice. The experience of fne 
east Asian countries seems toclearly indicate 
that inequalities were reduced, not by 
shunning growth, but by actively pursuing 
it; not by supplanting the market by state 
intervention, but by supplementing the 
market with quality state intervention. In 
fact, the east Asian experience can be seen 
as a good example of the synergistic 
relationship between growth and equality 
(Biidsall et al I99S, Stiglitz 1996]. 

To the extent that lower tax rates on 
companies proposed in the Budget 1997-98 
spur incentives for investment (remembet 
that companieshavetopayatax on distributed 
profits) growth will be boosted which will 


have a beneficial effect on social Welfare and 
diminish social deprivation. This is a major 
findingofTendulkar( 1996): “..xapid growth 
has not only raised social welfare but also 
diminished social deprivation ina reasonably 
sustained fashion., .it is necessary (therefore) 
to reject the premise...that the outcome 
emerging from the market forces would 


invaruAly be distributionally undesirahle 
and that state intervention would always 
improve upon this outcome” (emphasis in 
the original). 

The importance of growth in promoting 
social welfare has not been sufficiently 
recognised in India. By and large, it has been 
assumed in the context of Indian planning 


Tasu 2: Budoet Auocatkins; Mmisiav of SusFAce Tsansfost (Roads) 

(Hs entnt) 



1996-97 

(BE) 

1996-97 

(RE) 

Changel 

(Percent) 

1997-98 

(BE) 

Change 2 
(Percent) 

Change 3 
(Percent) 

Change 4 
(Percent) 

Rev acet 

687 

749 

9.03 

794 

6.01 

I5..S7 

18.12 

Cap acet 

1106 

IIS2 

4.16 

2012 

74.66 

81.92 

21.S2 

Total 

1793 

1901 

6.02 

2806 

47.61 

56..‘W) 

20.12 


Nine: Change), voiiaiiun of 96-97(RE) over 96-97(BE) 

Change 2: variation of 97-98(BE) over 96-97(RE) 

Change 3; vanation of 97-98(BE) over 96-97(BE) 

Change 4; vanotion of 96-97(RE) over 91 -92(BE) per annum 
Siiurce: Expenditure Budget, Volume 2 (various issues) 

Table 3; Budget Alux'ations: MiNLsrsv of SiisFAre TsANsrnaT (Po«ts. UcHTHotiSEs and Sinrrma) 

(Its fum) 



1996-97 

1996-97 

Change! 

1997-98 

Change 2 

Change 3 

Change 4 


(BE) 

(RE) 

(Percent) 

(BE) 

(Percent) 

(Percent) 

(Percent) 

Rev acci 

168 

131 

-22.02 

178 

35.88 

5.95 

4.95 

Cap acet 

2.39 

212 

-11.30 

411 

90.05 

71.97 

-0.94 

Total 

407 

343 

-15.73 

.589 

71.72 

44.72 

0.97 


Note: .See note to Table 2 for explanation of Change I, etc. 
Source: Expenditure Budget. Volume 2 (various issues)., 


Table 4. Buimet Allocations: Ministhy of Powes 

(Ks crore) 



1996-97 

(BE) 

1996-97 

(RE) 

Change! 
(Per Cent) 

1997-98 

(BE) 

Change 2 
(Percent) 

Change 3 
(Per Cent) 

Change 4 
(Percent) 

Rev sect 

140 

1.39 

-0.07 

100 

-28.06 

-28.57 

19.71 

Cap acci 

2455 

2455 

0.00 

2717 

10.67 

10.67 

2.59 

Total 

2595 

2394 

-0.04 

2817 

8.60 

8.56 

4.12 


Note: See note to Table 2 for explanation of Change I, etc. 
Source: Expenditure Budget. Volume 2 (various issues). 


Table S: BuDron- Allocatwlns: Ministbv of Health and Family Welfabe (Defastment op Hbaltn) 

(Hs eroret 



1996-97 

(BE) 

1996-97 

(RE) 

Changel 
(Per Cent) 

1997-98 

(BE) 

Change 2 
(Per Cent) 

Change 3 
(Per Cent) 

Change 4 
(Per Cent) 

Rev acci 

1222 

124.3 

1.71 

1391 

11.91 

13.83 

25.37 

Cap acci 

2.3 

22 

-4.35 

22 

0.00 

-4.35 

• 

Total 

1245 

1265 

1.61 

1413 

11.69 

13.49 

25.37 


Note: See note to Table 2 for explanation of Change I. etc. 

* The level of capital expenditure in 1991 -92 was virtually xero: hence computing the rate of growth 
is meaningless. 

Source: Expenditure Budget, Volume 2 (various issues). 


Table 6: Budget Allocations: Ministbv of Human Resoubce DEVELUFMorr 
(Defastment of EtNX'A'nuN) 


(Ks croref 



1996-97 

(BE) 

1996-97 

(RE) 

Changel 
(Per Ont) 

1997-98 

(BE) 

Change 2 
(Percent) 

Change 3 
(Per Cent) 

Change 4 
(Percent) 

Rev acet 

4478 

3730 

-16.71 

5231 

40.24 

16.81 

21.42 

Cap sect 

2 

1 

-50.00 

1 

0.00 

-50.00 

-75.00 

Total 

4480 

3731 

-16.72 

.5232 

40.23 

16.79 

21.34 


Afore; See note to Table 2 for explanation of Change I,etc. 
Source: Expenditure Budget, Volume 2 (various issues). 
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[and discussions of the role of the state thM 
reduction in poveity and introduction of 
equity or social justice lies in the domain 
of the state and that the market has a very 
limited role to play in this context. Thus, for 
instance, Parikh (1996) states that the role 
of planning is to lobby for the poor in 
economic policy<making; or that an important 
role of the government emerges in designing 
and monitoring redistributive programmes. 
Cuba (1996) makes the rather strange point 
that, in order to expand demand, the 
developmem policy followed by India aimed 
at redistribution of income through massive 
/ expansion of government and .semi- 
government employment. I am quite 
' convinced that the state alone cannot play 
^ a major role in poverty alleviation and 
reduction of inequalities. Growth, which can 
come from the private sector, can also be 
. a very significant instrument forpoverty and 
inequality reduction. 

A further criticism of the lowered lax rates 
I stems from the lop-sided distribution of the 
\ benefits of ecumimic reforms. It has been 
' suggested that since the benefits of the 
< reforms have, by and large, accrued to the 
upper middle and richer classes, these classes 
should bear the burden of taxation. The 
argument is unexceptionable were it nut 
accompanied by a call to raise lax rates. 
Raising tax rates, without at the same lime 
expanding the tax base, would mean that 
existing income taxpayers would continue 
to pay higher and higher taxes. It is quite 
apparent that the set of those benefiting from 
the reforms process is much larger than the 
set of income lax payers and the effort should 
be to capture those currently not paying 
income taxes in the tax net. This requires 
rather more innovative design ot taxes and 
tax laws than the simplistic one of raising 
tax rates. 

Most of the proposals in Part B of the 
Budget are designed to boost growth, at least 
in the year 1997-98. Spccilically. income tax 
rates arc down, the MAT has been diluted, 
tax on dividends has been abolished, there 
have been wide-ranging cuts in customs and 
excise duties, buy back of shares has been 
permitted. Should expectations of growth go 
awry then many of the proposals of the 
budget will crumble. Thus there is an element 
of risk that has been taken by the budget; 
it assumes the following, (i) monsoon will 
be normal and agriculture will perform well; 
(ii) industry will respond favourably to the 
budget proposals and deliver; (iii) capital 
marttets will revive and investment will pick 
up; and (iv) there are still some efficiency 
gains that can be extracted from existing 
physical infrastructure. 

The crucial question is whether any 
alternative budget strategy would have 
reduced any of the risks involved. Would, 


for instance, on incrementalist or gradualist 
budget strategy been preferable to the big- 
bang approach that the FM adopted? It has 
been wrongly supposed that a gradualist 
budget would have been less risky than the 
one that was presented. Thus, the risks 
associated with the monsoons and with the 
quality of physical infrastructure would have 
been as high in both types of budgets. As 
far as the n‘s,’’'mse of industry and capital 
markets is concerned, 1 believe, the big-bang 
budget that has been presented will do the 
job much better. An incrementalist budget, 
by spreading ils proposals over a few years, 
would not have had the critical mass to make 
an impact. This budget, by packing in a 
plethora of growth inducing proposals, is 
quite likely to deliver the goods for 1997- 
98. If growth dues take place then it is 
certainly possible that social welfare will be 
rai.scd and social deprivation will be relieved. 
Thus, freer play of market forces, rather than 
aggressive state intervention will play an 
important role in promoting social justice by 
creating employment opportunities and 
alleviating poverty. 

LoNO-TtatM Growth PRasn rrs 

In my view. Budget 1997-98 will promote 
growth in the short term, certainly in the year 
1997-98. However, neither this budget nor 
any of the preceding budgets (at least for the 
last 10 years, but possibly longer) have put 
in place policies which will ensure long-term 
growth. What I have in mind is the almost 
complete neglect of .social and physical 
infrastructure in India, which is iikely to act 
as a major impediment to growth, sooner 
rather than later. 

In this section I propose to examine the 
provisions for social and physical infia- 
structurc in this budget, as well as. in the 
recent past. It will be seen that these sectors 
have been neglected and also that some other 
sectors, which attract a lot of lobbying, 
interest group pressures and political support 
have been promoted, possibly, to the 
detriment of the economy. 

Physical iNfRASTRUcruRE 

The Economic Survey 1996-97 states that 
“...the old paradigm of infrastructure being 
apublic sector monopoly has been challenged 
by fiscal constraints and technological 
innov:t:ions...Technoiogical and organisa¬ 
tional innovations have also made it possible 
to unbundle different segments of infra¬ 
structure services and reduce the level of 
public monopoly which was intrinsic to its 
supply” (p 157). In the first instance, it must 
be pointed out that the withdrawal of the 
public sector from infrastructure on account 
of fiscal constraints would be valid if the 
government were not squandering resources 
on running other loss-making public sector 


otganisations. A couple of examples given 
later will demonstrate what is implied here. 
The 'old paradigm’ noted in the Economic 
Survey has been challenged from a different 
perspective as well: the public choice 
perspective. This perspective questions the 
motivation of those who control and manage 
public sector undertakings in infrastructure 
(Kamik 1996). It argues thatthose responsible 
for managing such undertakings are 
motivated by factors otherthan purely serving 
the public interest. It is often the case that 
political actors would rathcrundertakehighly 
visible new investment ininfratitiucturc rather 
than, merely, malntaincxisting infrastnicture. 
For instance, the railway budgets, in India, 
include substantial provisions for starting 
new train servicesornewtrain lines,but little 
provision for mundane hut crucial activities 
such as track renewals. 

Even though the above considerations 
have made private .sector participation in 
infrastructure politically acceptable, the 
real question is whether such participation 
will be forthcoming in adequate measure. 

In the first instance we look at the situation 
with respect to road transport (Table 2) 

The results of Tabic 2 indicate that 
there has been only a marginal increase in 
1996-97(RE)ovcrl996-97(BE)(.sec column 
Change I). However, the most important 
column IS the last one, i e, change 4. which 
shows the nominal increase in budget 
allocations between what was proposed in 
1991-92 and what has been achieved in 
1996-97. We have compared this growth, 
which is in nominal terms, with the rate of 
growth of nominal GDP ar market prices; 
in order to compare the rates of growth of 
budgetary allocations with real GDP. we 
would have had to convert the budget figures 
to real terms, which would have required 
using appropriate deflators. Given the 
complexities involved in devising appropriate 
deflators we have compared rales of growth 
in nominal terms only. Nominal GOP ai 
market prices grew at 21 per cent p a over 
the period 1991-92 to 1996-97; Uterefore 
capital expenditure on roads has just about 
kept pace with growth of the economy, so 

Table 7' Ratios of ExpeNomiRE on 
Health and Education to GDP 

(Per cent f 


Health Education 

Budget Revised Budget Revised 


1993-94 

0.59 

0.59 

1.66 

1 55 

1994-95 

0.58 

0.62 

I..53 

1 55 

1995-96 

0.58 

0.57 

2.21 

2.04 

1996-97 

0.61 

0.63 

2.19 

1.89 

1997-98 

0.61 

- 

2.23 

- 


Note: Health includes only budget allocations 
to department of health. 

Education includes only budget allocations 
to department of education. 
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that whatevN constraints existed in ]99l> 
92 persist till today. Only if physical 
intotfucture grows faster than the rate of 
growth of the economy could one say that 
availability has been improving. This 
ceiiainly is not happening in the case of 
budget allocations for roads. 

The other cniciai physical infrastniciure 
is ports and shipping. Table 3 examines the 
situation. 

Table3 showsquitecleariy that allocations 
on capital account have been declining since 
I99l'92: while GDP in nominal terms 
increased at 21 per cent p a capital expen¬ 
ditures on ports, etc, have been declining in 
nominal terms; in real terms this decline 
would be even steeper. The adverse effect 
of the neglect of this infrastructure facility 
is now showing up in congestions at Indian 
ports and the inordinate turn around time of 
ships. It is only a matter of time before 
exports from India starting hitting an 
insurmountable bottleneck. 

As a final illustration of the ills that beset 
the physical infrastructure sector consider 
power (Table 4). Table 4 shows that 
allocations to power have been lagging 
behind the rate of growth of nominal 
GDP of 21 per cent between 1992 and 
1997. The discrepancy is even greater in the 
case of allocation on capital account, which 
has been growing at a meagre 3.59 per cent 
per annum. 

Ineach of the threeinfrastructurc facilities, 
and generally in the budget, attempts are 
being made to curtail expenses on revenue 
account, especially in the amounts allocated 
in Budget 1997-98; but if one considers a 
longer time span, it is clear that the burden 
of adjustments has fallen on capital 
expenditures. From 1991-92 to 1996-97 the 
ratio of revenue expenditure to total 
expenditure has increased from 74 per cent 
to 79 per cent while the ratio for capital 
expenditure has declined from 26 per cent 
to 21 per cent. This process has been 
accompanied by surpluse.s on the capital 
account bridging the deficits on the revenue 
account. 

SooAL Infrastrocturi, 

Dismayingasthe developments in physical 
infrastructure arc, it is in the realm of social 
infrastructure, i e education and health that 
India will face its major problem. As far as 
physical infrastructure is concerned, there 
are hopeful signs that private sector 
participation will offset the miserable 
performance of the government. However, 
it is very unlikely that there will be any 
effective private sector participation as far 
as provision of basic education and health 
is concerned. This is an area which depends 
crucially on state support. Unfortunately, 
there are no powerful lobbies pushing for 


state support in these areas. This is a classic 
case of institutional failure: not only has the 
market mechanism not worked, state 
intervention has not alleviated the problem 
either. Contrast the neglect of this sector 
with the hue and cry that has been raised 
in the context of tiny crack that has been 
opened up in the insurance sector. As stated 
earlier, rather than make a song and dance 
about non-availability of health insurance in 
rural areas, the focus should be on non¬ 
availability of health facilities. In any case, 
the onus for not increasing the coverage of 
health insurance to niral areas should lie 
squarely with GIC. The Mediclaim policy, 
which even the FM admitted in his budget 
speech, has been a failure with coverage 
confined to urban areas. 

Consider Table 5 which looks at budget 
allocations on health. It may be noted here 
that the usual distinction between revenue 
and capital expcndituic cea.ses to be relevant 
in the context of health and especially 
education. If one considers expenditure on 
health and education as promoting human 
capital formation, then expenses on 
revenue account, which includcexpcndiiurcs 
incurred on running hospitals, primary health 
centres, schools, etc, should he treated on 
parwith capital account ex pendituresinot her 
sectors. 

Table S shows that expenses on health 
have been increasing at a faster rate than the 
rate of growth of nominal GDP. However, 
the level ot such expenditures is abysmally 
low as it is for education. We discuss this 
slightly later. 

The other crucial area is that of education 
where again the performance of the state has 
been most disappointing (Table 6). 

One should not be unduly perturbed by 
the decline in capital expenditure as shown 
in Table 6. We had stated earlier that, as far 
as education and health isconcerned, revenue 
expenditure is probably the more relevant 
notion of expenditure. The following aspects 
that are not immediately apparent from 
Table 6 need, however, to be noted: (i) The 
share of education iii total expenditure for 
1997-98 is a mere 2.25 per cent, (ii) That 
there has been ma.ssive under-achievement 
of the budget targets of 1996-97 is apparent 
from Table 6. What is not apparent is tiiat 
the greatest shortlall has occur^ in the ca.se 
of elementary education (-34 per cent); 
secondary education has suffered a shortfall 
of -1 per cent; adult education, -50 per cent. 
Only university and higher education has 
exceeded budget estimates of 1996-97 by 
0.5 per cent. liiDWithinelementary education 
the greatest shortfall has occurred in the case 
of nutrition support to primary education. 
The budgeted figure for 1996-97 was Rs 
1,4(X) crore which fell to Rs 8(X) crore in 
the revised figures. 


Point (i) above is as well known a fact that 
the Asian ‘Tigers’ spent a much greater 
amount on education and that's probably the 
more im|iortant leason for their success at 
ensuring high long-term growth. Point (ii), 
shows the lopsided chai acter of government 
S|x:nding on education. It is virtually certain 
that private lunding would never venture in 
clemcntaiy education while univcrsiiy and 
higher education wilt be and has been able 
to attract pnvaic funding. Consequently, 
government support should have been greater 
at the cicmcmary levels, rattier than at the 
higher education levels. What we find, 
howcvcr,isihccxiKifevcrscaslarasallaining 
targets is concerned. The same is true for 
adult education. Both, elementary and adult 
cducution. arc important devices for ushering 
in stK'ial justice in anon-disioitionary manner 
(unlike taxation) and yet these have been 
neglected. The power of interest groups and 
lobbies is evident here. Highly educated 
sections of society constitute a powerful 
interest group (us Bardhan (1984) has 
indicated) which ensures conlinucd 
government support. Finally, point 3 above 
dcmon.straics Ihe plight of elementary 
education. In rural areas keeping a child in 
schtM)l is a major challenge and nutrition 
support is a vital input in (he success ol the 
primary education programme. Budget 
support under this head has fallen short by 
43 per cent. 

As a summary look at the treatment of 
education and health we have computed the 
ratios of budget all«x;a(ions to these two 
sectors as a proportion of GDP at market 
prices. Table 7 gives details. 

Some 0 . 10(100 is ncccs.sary in looking at 
the ratios of Tabic 7, especially since the 
ratios arc .so dtslre.ssingly small. Under health, 
I have included budget allocations only for 
(he department of health; spccificaily, I have 
excluded departments of Indian systems of 
medicine and homeopathy and family 
welfare. Under education, I include only the 
department of education, which is a part of 
the ministry of human resource dcveloinncm. 
While there is some upward moyement in 
the ratios tor education, the ratios for health 
show no movement. Apart from the 
movements in the ratios, their levels are 
cxircmciy low. The discrepancy in the 
budgeted and revised ratios for education 
for 1996-97 is indicative of Ihe low priority 
accorded to this sector. In the budget 
speech of 1996-97, the FM had staled that 
proceeds of public sector disinvestment 
would be distributed between health, 
education and strengthening of public 
sector enterprises. Given the hierarchy of 
interest groups it was inevitable that the 
brunt of the adverse effects of the shortfall 
in PSU disinvestment should fall on social 
sectors. 
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There are numerous other areas where 
stale intervention is crucial since private 
agencies would beunwiiling to provide these 
services. The stateoflheseareas is nodifTeient 
from education and health, thtf we have just 
examined. Consider, for instance, rural 
water and sanitation (shortfall of 1.28 per 
cent as compared to the budgeted figure 
for 1996-97), environment and forests 
(shortfall of I per cent), rural employment 
and poverty alleviation (shoitfali of 7.15 
percent). 

All the areas discussed in this subsection, 
education, health and the other areas 
mentioned in the previous paragraph 
constitute meaningful avenues state 
intervention for the following reasons: (i) 
such interventions would be unambiguously 
welfare improving; (ii) the markets would 
not provide services in these areas; (iii) such 
interventions would serve the cause of social 
justice without hurting incentives in the 
manner that income taxes would; (iv) such 
interventions would be comparatively non- 
distoitionary and growth promoting; (v) from 
the credibility of economic reforms point of 
view, such interventions would offer broad- 
based benefits. 

Unfortunately, governments in India have 
generally intervened in areas where there are 
strong interest group pressures and have 
inidiUed measures which benefit the relatively 
belter off sections to the detriment of the 
masses of people. Even worse these 
interventions have the effect of introducing 
distortions and creating barriers for the 
growth process. Consider the following: 

(i) Subsidy on imported and indigenous 
fertilisers is to rise by 18 per cent in 
Budget 1997-98 as compared to Budget 
l996-97(RE).C)verthe period I991-92(BE) 
to I996-97(RE), subsidy on indigenous 
fertilisers has been rising at 13 percent p a, 

(ii) Revenue expenditure in the ministry of 
steel for 1996-97 has increased from the 
budgeted Rs 6 crore to Rs 68 crore, a rise 
of an incredible 1,033 percent, mainly on 
account of interest subsidy given to Bharat 
Refractories as a part of its revival package, 
and (iii) Revenue expenditure of the 
department of heavy industry for 1996-97 
has increased from the budgeted Rs 459 
crore to Rs 1,325 crore, a rise of 189 per 
cent. This increase has occurred mainly on 
account of revival package for public sector 
enterprises which includes write-off of loans 
(Rs 184 ciore)and interest subsidy (Rs 1,126 
crore). 

Each of the above hand-outs have gone 
to clearly identifiable pressure groups: cither 
large farmen or public sector enterprises. 
Thebeneficiariesof social sector expenditure 
as well physical infrastructure expenditure 
do not constitute a clearly identifiable 
pressure group. Consequently, growth and 


equity enhancing state interventions are 
sacrificed in the interest of a coalition of 
political parties, public sector employees 
unions and farming lobMes. 

Conclusions 

This note has sought to analyse the Union 
Budget 1997-98within thebroad framework 
oftheroleofthestateinachanging economic 
environment. What has emerged in the 
process is an analysis of the budget in two 
parts: one dealing with the short term and 
and the other dealing with longer term 
issues. The first part presented an analysis 
indicated that as the govemmenl reduces 
unnecessary regulation and permits the 
market to function by the creation of 
appropriate incentives, growth will occur at 
least in the year 1997-98. Hie growth process 
will also serve a social justice dimension 
since the creation ofemployment and incomes 
will have a beneficial effect on poverty 
alleviation. 

The second part of the note was concerned 
with long-term prospects for growth and the 
picture that emerges from this analysis is not 
very brighl.Therehas been substantial neglect 
of physical and social infrastructure, which, 
I Mieve, to be areas of genuine state 
intervention. The infrastructure sector has 
been systematically starved of funds and, in 
most cases, budget allocations have barely 
kept pace with the growth of the economy. 
As farasphysical infrastructureisconcemed, 
there is the possibility that private funds will 
flow into the sector and thus reduce 
dcpendenceon budget allocations. However, 


as br as basic education and primary heiltli 
is concerned private sector participation it 
likely to be non-existent and it is the suae 
that will have to play a nu^ role, in the 
absence of such meaningfiii state inter¬ 
vention. India’s long-term growth prospects 
is likely to be seriously compromised. 

Referencca 

Birdsoli, N D Rost andR Saboif 1995) ‘Inequality 
and Growth Reconsider^: Lessons from 
East Asia',The Wnrid&MXEcorvmic Review, 
Vol 9. pp 477-508. 

Guha. A S (1996): 'The Import Substituting 
industrialisation Model— Its Rationale and 
Limitations* in M Chaitopadhyay, P Main 
and M Rakskit (eds). PUuwung and Ecu- 
nomic Policy in India: Evaluation and 
Lessons for the Future. Sage Publications, 
New Delhi. 

Kamik. A (1996): ‘Privatisaiionof InfrastnicluTe 
Services; Some Political Economy Argu¬ 
ments'. PaperpresenledatthefiNiirii National 
Cottference on Tramportatum System Studies, 
December, Bombay. 

- (1997). 'Look Back in Anguish' A Review 
Article*. Journal of the Indian Schmd of 
Political Eumomy (forthcoming) 

Mttsgrave, R A (1959): Theory of PMic Finance. 

McGraw-Hill- Kogakusha. Singapore 
Parikh.KS(l996). 'Planning is Dead, Long Live 
Planning-The Role of Planning in a Libera¬ 
lised Economy', M Chatiopadhyay el al 
Sliglilz,JE(l996): 'Some Lessons from the East 
Asian Miracle', The World Bank Beseareh 
Observer, Vol II. pp 151-77 
Tendulkar. S D (1996) 'Social Welfare, Social 
Depiivalion and Economic Growth - Some 
Reflections on the Indian Experience in 
M Chatiopadhyay el al 


SAMEEKSHA TRUST BOOKS 

Selection of Articles from Economic and Political Weekly 
General Editor: Ashok Mitra 
Poverty and Income Distribution 
Edited by 

K S Ktishnaswamy 
Contributors 

Mahfooz Aluned W Pranab K Bardhan W G S Bhaila it Krishna 
Bharadwiy it Nikhilesh Bhattachaiya W G K Chadha W G S Qtatteijee 
'A V M Dandekar A D N Dhanagare A S Guhan A L R Jain A N 
SJodha A V M Rao A NilakanthaRath AAmartyaSen AKSundaram 
A S D Tendulkar ADS Tyagi 
pp viii + 4a() Rs ‘240 
Availabk Sam 

OXFORD UNIVEROTY PRESS 
Bombay Delil Calcutta Madias. 


1196 


Economic and Political Weekly May 17-24,'1997 



Health Care Burets in a Changing Political 

Economy 

RaviDuggal 

A meaningful analysis of recent health budgets can only be made in the context of the direct and indirect 
encouragement given by the state to the growth of the private sector in health services. First, the slowing down 
of state investment in the hospital sector and the subsidies, soft loans and duty and tax exemptions offered; second, 
the creation of a market for modern health care through the setting up of PHCs and cottage hospitals in the 
rural areas; and third, the consistent expansion in highly qualified medical personnel who could not be absorbed 
in the state sector. 


WHIL£ the 1980s saw the beginning of a 
ptocess for economic changetowards greater 
liberalisation and privatisalionof the Indian 
economy, the 1990s have accelerated the 
pace of change under the umbrella of 
structural adjustment. This has also meant 
increase in borrowings with the debt burden 
burgeoning and making interest payments 
a rapidly increasing proportion oHIie state 
budget. 1111 $ state of the economy has its 
bearing on state spending, and soci^ sectors 
are the first to get the axe. The little hope 
which remained of a welfare state evolving 
in India is now fading away. 

It must be indicated at the outset that India 
has always had a very large private medical 
sector, especially for non-hospital care. 
While the colonial state developed the 
hospital sector at a slow pace, individual 
private practice expanded without any state 
intervention. Investment in the private 
hospital sector was very small until the mid- 
1970s, after which it spread like an epidemic 
(Table I). While the reasons for this 
historical moment are quite complex two 
facu stand out. Firstly, the slowing down 
of state investment in the hospital sector 
was in itself a signal to the private sector, 
and the state supported this by giving 
subsidies, soft loans, duty and tax 
exemptions, etc. Secondly, the earlier 
introduction of modem health care in the 
rural areas by the state through the setting 
up of PHCs and cottage hospitals had paved 
the way for the private sector, by creating 
a market for modem health care in the 
peripheral regions. Also, by the mid-1970s 
the number of specialists b«ng churned out 
had increased tremendously and their 
demand in the west was comparatively 
reduced and this loo may have played a role 
in private hospital growth bwause most 
specialists prefer hospital practice. 

Apart from individual practitioners and 
hospitals thepri v^e pharmaceutical industry 
has provided considerable support for the 
expansion of the private health sector. We 
can clearly see the organic link between the 
two as they both expanded together at a fast 
pace post-mid-1970s (Table I). In more 
recent years the new medical technology 
has added another dimension to this private 


sector expansion with the increasing 
participationof the corporate sectorin health 
care. This is a clear indication of growth 
towards a monopoly capitalist character with 
health care now fully commodified thanks to 


Per cent rural 

Per cent pnvaie 

39 

34 

32 

Hospital beds 117000 

229634 

348655 

Per cent rural 

Per cent pnvaie 

23 

22 

21 

Dispensanes 

6600 

9406 

12180 

Per cent rural 

Per cent pnvaie 

79 

80 

78 

PHCs 


2695 

5131 

Subcenties 



27929 

Doctors 




All systems I.560q0 

184606 

450000 

Per cent allopathic 
Per cent pnvaie 

39 

45 

.34 

Allopathic 



62 

Nurses 

I6.S50 

35.584 

80620 

Medical Colleges 

30 

60 

98 

Allopathic 

Per cent pnvaie 
Non -allopathic 

Per cent pnvaie 

7 

4 

9 

Ouituro of medical 




graduates 

1600 

3400 

r400 

Postgraduates 

Non- allopathic 


397 

1396 

Pharmaceutical 




production (Rs bn) 

0.2 

0.8 

3 0 

Government health 




expenditure (Rs bn) 0.22 

1.08 

3 35 


the new genre of medical technology [Jesani 
et al 1993). This coupled with the coming in 
of insurance multinationals, whose entry has 
only been delayed due to the political crisis, 
completes the circle of global market 
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5427 
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4.3 

14.3 

21.4 


60,5 

(1995) 

6 78 

12.86 

29.66 

50.20 

113.13 

(96-97) 


Source. CEHAT Database; Onginal Source. Health Statistics/lnfoimaiion of India, CBHI, 001, 
vsnous years; for phaimaceulicol production: OPPI tiieratuie, various years; for health 
expendiiure. from Demand for Grants of various slate goveramenls, lespeciive years; 

data estimated by author. # daui is revenue * capital and for both centml and stale 
govenunenu, excluding water supply and saniuiion (see Duggal et al CPW, I99S). 


Taslb I: PsTTBaNS or Hbalsm Sbctok Gaowot in India I9SI-9S 

Year [9sl 1961 1971 1976 ImI IMb wl Lasest 

Year 

Hospitals 2694 3054 Sm 
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consolidation of the health sector in India. 
This is like Alisha CStinai’s ‘Made in India’ 
which had busted ail popularity charts and 
supposedly ^ven Indians a pride in the ‘Made 
in India* label but most are not aware that 
this album was produced and recorded in 
London, UK! This is what globalisation of 
India is in reality - the label will become 
Indian but the surplus will be appropriated 
by the new genre of imperialists. 

Apart from private sector expansion and 
corporatisation, another strong and 
umtoirable character of the health sector 
in India is its neglect of rural areas where 
still over 70 per cent of the population 
resides. Today there are over 11 lakh 
registered medical practitioners of various 
systems in the country of which 60 per cent 
are located in cities. In case of modern 
system (allopathy) practitioners as much 
as 73 per cent aic located in cities and 
especially metropolitan areas. For instance, 
of all allopathic medical practitioners 
registered with the state medical council in 
Maharashtra 53 per cent arc in Mumbai city 
alone which has only 12 per cent of the 
stale's population. The mam reason, thus, 
for the underdevelopment of health care in 
niral areas is this vast rural-urban gap in 
the provision of and location of health care 
resources. With rural areas being 
underserved two things have happened - a 
large number of unqualified people have set 
up medical practice and the rural population 
exerts pressure on facilities in the cities and 
towns thus affecting the efficiency and 
capacity of the latter. In spite of planned 
development over the last 43 years the state 
has failed in narrowing the rural-urban gap, 
and in fact at the behest oi imperiali.st 
influence it has promoted strategics for rural 
health care which cause more harm than 
good for the health ol the people. Under 
the umbrella of community health the state 
has given rural areas third rate health care 
through its PHCs and that too only 
preventive (immunisations) and promotivc 
(family planning) care, curative care which 
is the main demand of the people has been 
ignored in terms of investment and 
allocations and hence people in rural areas 
are left to the mercy of the exploitative 
private health sector which more often than 
not in rural areas comprises unqualified 
providers. It is important to see the health 
budgets in the above context for making a 
meaningful analysis. 

While there is a lot of talk about the latest 
budget (1997-98) being remarkable, it has 
not really diverted from the path it has been 
traversing now for a number of years. While 
the salaried class and the bourgeoisie may 
have a lot to cheer in tcrm.s of saving taxes 
and having larger disposable incomes, there 
is nothing in the budget to bring cheer to 
the toiling masses. Social sector in¬ 
terventions like health care, education, 
housing,etc, whichare regarded as important 


social levellers and help blunt inequities in 
society conii nue to be neglectod..This despite 
the promise of the current government of 
assuring basic minimum services by 20(X} 
AD, which include 100 per cent coverage 
fur safe drinking water in rural and urban 
areas, 100 per cent coverage of primary 
health care services in rural and urban areas, 
universalisation of primary education, etc, 
among other basic needs (GOi 1997]. It 
must be noted here that all the basic minimum 
needs being talked about are state subjects 
and the allocation of the centre is a very 
small proportion. Hence even real increases 
in alhK’ations by the centre (often linked to 
new schemes) may haveanegligibleimpact, 
unless the state governments take some 
radical measures on their own. (This is not 
to say that the centre has no influence; in 
fact with a small proportion of funding the 
centre dictates policies in terms of 


advocating and supporting progra m mes it 
considers to have national importance, and 
with control over a' major chunk of tax 
revenues it can twist arms of the states to 
accept its policies and programmes.) 

When the central government presents ib 
budget thereisalotofeuphoiiaandexpectation 
- reliefs in taxes, excise and customs duties, 
(tefence spending, interest burden, subsidies. 
The middle classes and business look 
forward to the budget eagerly but the same 
enthusiasm is not shown in the case of state 
and local-government budgets/expenditure 
which affect their lives more closely. In fact 
there is a complete lack of concern for the 
social sector allocations. Even the media 
ignores this and highlights only special 
schemes or concessions which the finance 
minister announces in his budget speech like 
the 'cheap' hospitalisation policy for the low 
income groups announced in the 1996-97 


Table 2: An Overview oe Central and Staie Health Budceis 1989-97 

(In rupees billitm) 


Category 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 I994-9S 1995-96 1996-97 

RE RE 


1 Total central 
health budget 

10.12 

10.28 

12.73 

13.82 

17.22 

21.48 

22.95 

26.08 

28.72 

2 GOI’sown 
expenditure 

3.78 

4.47 

4 92 

5.56 

6.33 

7.43 

9.47 

12.77 

14.71 

3 Disbursement 
to states and 
UTs (1-2) 

6.34 

5.81 

7.81 

8 26 

10.89 

14.05 

13.48 

13.31 

14.01 

4 Health expendi¬ 
ture of states # 

34.77 

39.60 

45 86 

.50.83 

56.62 

66.69 

74.28 

85.38 

94.42 

5 Per cent central 
component in 
state budget # 
(V.5 X KM)) 

182 

14.7 

17.0 

16.2 

19.2 

21.1 

18 1 

15.6 

14.8 


Soles # The stale government expenditures are only from 25 stales (excluding UTs) and exclude 
capital expenditures, hence the actual percentage of central component should be less by 
about 0.5 to 2 


Source. I Expenditure Budget 1996-91, Vol I, GOI, July 1996, 2 and 4 Report on Currency and 
Finance. RBI, various years. 

Table 3: Selected Puwjc Health ExEENommE Ratios. All India, 1981-95 


Year 1980-81 1985-86 1991-92 1992-93 l99.t-94 1994-95 1955-96 1996-97 

RE BE 


Health expenditure os 
per cent 10 total govern- 


iiient expenditure 
Expenditure on medical 

3.29 

3 29 

.3.11 

271 

2.71 

2.63 

3.29 

3.29 

care as per cent to total 
health expenditure 

43.30 

37 82 

26.78 

27.66 

27.46 

25.75 

NA 

NA 

Expenditure on disease 









programme as per cent 
to total health 

12.96 

11 69 

10.59 

10.84 

10.41 

9.51 

NA 

NA 

Capttal expenditure os 









per cent to total health 
expenditure 

7.54 

8 45 

7 78 

4.03 

4.47 

4.27 

3.66 

4.00 

Total health expenditure 
(Rs bn) - Revenue 
Including capital 

II 89 

27.15 

.52.01 

62.04 

71.8.3 

78.67 

97.93 

l()8.60 

expenditure 

12.86 

29.66 

56.39 

64.64 

75.18 

82.17 

tOI.65 

113.13 


Source: CEHAT Database; Original Source* up to 198.5-86, Combined Finance and Revenue 
Accounts, Comptroller and Auditor General of India, letpeciive yean, other yean. 
Demand forGranb, respective states, various years. The percentage forca|Mtal expenditure 
is based on revenue -i- capital total whereas for othen it is as a per cent of revenue 
expenditure. NA s not available, RE x revised estimate. 
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budget or the opening up orhealth insurance 
to the private sector in this year’s budget. 

It is important to note that the central 
health budget in itself has a very limited 
scope. It includes expenditures on central 
govemmem-owned hospitals, dispensaries, 
the CGHS (health insurance for central 
government employees and their families), 
medical research (support for ICMR and 
allied institutions) and medical education 
(centrd government colleges). Apart from 
this the budget also includes the centre's 
contributions and grants to various health 
programmes of national importance like 
control and eradication of communicable 
diseases like malaria, tuberculosis, leprosy, 
AIDS, as well as support tor the f^amily 
planning programme (almost entirely 
centrally funded) immunisation, blindness 
control, etc. The larger part of health care 
budgets come from state and union territory 
governments' own resources or from their 
share of revenues disbursed by the centre. 
On an average during the last decade the 
centre’s contribution (grants and plan fund 
shares of special programmes) has been 
about 17 per cent to the overall .state health 
budgets. Fable 2 gives an overview of 
budgets for the last one decade. 

It IS evident from Tables 2-6 that stale 
governments are clearly the dominant 
spenders on various health care programmes. 
However, given the lamentable slate of 
affairs of public health services/institutions 
and their inability to meet demands of 
citizens, it is also clear that allocations to 
the health sector are both inadec|uaie and 
inefficient Further, it is also evident that 
there is a declining trend in public health 
expenditures and when this is viewed in the 
context of the introductory remarks above 
It becomes apparent why the pnvate health 
sector has such a strong hold of the health 
care market 

Dix'lining Healih ExI’ENUITURES 

The state's commitment to provide healih 
care for its citizens is reflected not only in 
the inadequacy of the health infrastructure 
and low Icvelsof financing but al.so in declining 
support to various health care demands of the 
people, and especially .since 1980s from when 
began die proccssof liberalisation and opening 
up of the Indian economy to the world 
markets. Medical care and control of 
communicable diseases arc crucial areas of 
concern both in terms of what people demand 
as priority areas of health care as well as 
what existing socio-economic conditions 
demand. As with overall public health 
spending allocations to both these subsectors 
also show declining trends in the 1980s and 
1990s. This increasing disinterest of the 
state in allocating resources for the health 
sector is also reflected in investment 
expenditure with very large decline in capital 
expenditures during the 1990s. 

Further, when we look at expenditures 


TxacE 4; Rcvsmue Exknditi'RR on Hsalih sv Staixs 198.1-96 Tl 

(Per Cent of Total Covemineni Revenue Expemliiure) ft 


Yew 

1981-86 

1991-92 

1992-93 

I99.3-94(RE) 

1994-95 (BE) 1 

Union government 
htnjor Stales 

0.12 

0.45 

0 42 

0.41 

0.42 1 

‘i 

Andhra Pradesh 

6.61 

5.83 

1.87 

5.75 

5.63 i 

Assam 

6.71 

1.23 

5 57 

5 14 

6.00 

Bihar 

1.68 

166 

5 87 

6 24 

6.89 * 

Gujarai 

7.11 

1.42 

4.79 

5.09 

5,21 ^ 

Haryana 

7.00 

4 19 

4,.16 

3.60 

2.90 -s 

Juinmu and Kashmir 

7.61 

6.37 

6 87 

7.71 

6 20 

Karnataka 

6.60 

5 96 

6.44 

6..16 

6.39 

Kerala 

7.81 

6.92 

6.29 

7.13 

7.44 

Madhya Piadrsh 

e.ou 

178 

148 

5.61 

5.55 

Maharashtra 

1.97 

1.21 

.1..3.3 

1 34 

4.67 1 

Orissa 

7..38 

1.94 

16.3 

6.00 

5.00 

Punjab 

7.24 

4 32 

5.78 

1.32 

5.33 1 

Rajasthan 

8 II 

6.81 

6 64 

6.34 

6,97 

Tamil Nadu 

7.70 

6.72 

5 73 

664 

6.59 

Uttar Pradesh 

9.75 

600 

1.81 

5.48 

5.38 

West Bengal 

8.92 

7 31 

7.15 

7.11 

6.58 

Other Slates 

Arunachal Pradesh 

5 85 

6 28 

6.37 

5.64 

6.39 

Goo. Daman and Diu 

K22 

8.3.3 

8 10 

7.87 

7.52 

Mizoram 

6.80 

121 

5.10 

4.97 

4.99 

Pondicheiry 

9.11 

891 

7.93 

8.07 

8.U3 

Himachal Pradesh 

7.89 

7 24 

7 7.3 

8.08 

8.19 

Manipur 

6 15 

174 

6 01 

124 

4.54 

Meghalaya 

9 20 

6 7,3 

7 19 

7.11 

7.33 

Nagaland 

6 96 

4 17 

» 

5 39 

4.78 

Sikkim 

4 03 

6 01 

6.81 

6 to 

6.78 

Tripura 

6. S3 

5.14 

4 90 

5.16 

5 10 

All India 

3.29 

3 II 

2.71 

2.71 

2 63 

Notes: * = Nut available. RE = Revised Eslimaie. BE = Budget Eslimale 

Soun r. CEIIAT Database: Original Source. Same as Table 3. 


Tablf 1: 

ExPLNDITURfc UN NaTIONAI DiSI-ASC PuiKatAMMfcS BV SrAITj: 
(As Percentage of Total Health Expenditure) 


Year 

I985-K6 

199192 

1992-93 

199.3-94(KE) 

1994-95 (BE) 

Union government 

4 47 

5 41 

6..16 

4 93 

$ 

Major Slates 

Andhra Pradesh 

17,00 

17.29 

16 81 

1809 

18.79 

Assam 

18.77 

9,90 

* 

9.41 

7.26 

Bihar 

10.90 

* 

11.51 

11.75 

10.34 

Gujarat 

14,09 

11.91 

12.24 

13 04 

1.1.76 

Haryana 

20 75 

11 17 

14 SH 

15 91 

15.33 

Jammu and Kashmir 

3.10 


* 



Karnataka 

10 02 

1 37 

1 28 

5 96 

5.58 

Kerala 

12.33 

.3 78 

4 57 

5.29 

5.98 

Madhya Pradesh 

II 21 

10.6.3 

9.90 

9.34 

8.84 

Maharashtia 

16 03 

11 91 

II 8i 

11.26 

11.87 

Orissa 

11.84 

12 84 

12 46 

11.33 

10.98 

Punjab 

13.55 

8.53 

10 18 

6 48 

6.90 

Rajasthan 

11.91 

9.10 

8 89 

8.66 

8 18 

Tamil Nadu 

2.89 

12.1.3 

11.61 

11.65 

6.20 

Ultar Pradesh 

1.3..12 

18.60 

18.83 

16 51 

I7..15 

West Bengal 

8.14 

9 93 

9.37 

9.20 

9.18 

Other Stairs 

Arunachal Pradesh 

23.82 

9 98 

1.3 21 

17 66 

11.73 

Goa, Daman and Diu 

6.92 

4 KS 

1.67 

5.60 

5.13 

Mizoram 

13.67 

11.00 

11.19 

12.81 

11.83 

Pondicherry 

9.90 

8.96 

8.84 

8.70 

8.97 

Himachal Pradesh 

12.86 

1092 

1.3 04 

11.40 

11.24 

Manipur 

16.88 

I8..38 


• 

• 

Meghalaya 

13 06 

14.32 

4.50 

.3.10 

4.04 

Nagaland 

13.88 

16.16 

• 

1266 

16.62 

Stkkiin 

10.38 

8.68 

9.32 

7.64 

8.66 

Tripura 

16.20 

6.23 

9.49 

8.86 

9.42 

All India 

11.69 

10.59 

10.84 

10.41 

9 51 


Nines- * s Not available. RE s Revised Esliinai'.-s; BE=Budget Estimates; $ a 1994-91 (BE)union 


government breakup not available. 

Source-. CTEHAT Oaiobase; Original Source: Same os Table 3. 
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•cross states not one state shows a 
signincantly different trend in spite of the 
fact that health care is a state subject uiuler 
the Constitution! This only goes to show 
how strongly the central government 
influences the state’s financing decisions 
and that too with average grants of less than 
10 per cent of the state’s health budgets, 
very similar to how international agencies 
with even smaller grants exert large 
ideological influences.*rhis lack of initiative 
on part of state governments to meet 
demands of the people is in pan due to the 
light grip that the centre has over Plan 
resources, which are also largely investment 
expendimres. Thusthemechanismof‘planned’ 
devdopment is used by the centre to make 
stares tow their line even when the states may 
have opposition governments in power. 

UndCT structural adjustment since 1991 
there has been funher compression in 
government spending in its effons to bring 
down the fiscal deficit to the level as desired 
by the World Bank. 'The impact of new 
economics unleashed on people comes via 
income and prices and affects people through 
final consumption and/or employment, and 
for the poorest sections the development 
expenditures like IRDP. JRY, health care, 
edition, housing and other welfare are 
crucial in the context of the existing overall 
lifechances avaiiableto such sections. There 
is clear evidence that expenditures on such 


social programmes are declintng in real terms 
and itt benefits are accruing to fewer peofde. 
For instance the GOI budget expenditures 
havedeclinedfrom l9.8percentoftheGDP 
in 1990-91 to 16.58 per cent in 1993-94 and 
the central health sector has been even more 
severely affected (Tuluidhar 1993]. The 
states’ share in health expenditure has 
increased and that of the centre declined 
drastically, and especially so for the centrally- 
sponsored disease control aixl other national 
programmes which are mostly of a preventive 
nature, if the states do not pick up the added 
burden of allocating additional resources for 
these programmes then tuberculosis, malana, 
AIDS, leprosy, etc, would be plaguing the 
Indian people more severely. 

The situation regarding medical care 
expenditures, which are the responsibility 
of state governments, is even worse. The 
decline in these expenditures have been 
much more severe and this has affected 
particularly the poorer sections of the urban 
population. Thccutbacks within this account 
are on commodity purchases such as drugs, 
instruments and other consumables. Patients 
in public hospitals are now increasingly 
being given prescriptions to purchase drugs 
from outside at their own cost and this too 
against the background of drug prices having 
increased two to three times during the last 
two to fourycars. In many states small amounts 
of user charges have been introduced. 


Anecdotal accounts Awn various atafea, as 
wdl as draa from die perform a nce budget of 
the ministry of health in Maharashtra reveal 
that the na impact of introduction of user- 
charges and issuing of prescriptions to 
purchase drugs, injections, syringes, 
bandages, etc, from outside have reduirod 
public hospital utilisation in most districts 
- and these would of necessity mean the 
poorest All this ultimately pushes the poor 
to increasingly use private himlth providers, 
often at a cost of personal i n debt e d n ess, and 
makes public health institutions restricted to 
those who can exert influence to grab the 
restricted but quality services. 

Most of these changes have been at the 
behest of World Bank whose World 
Development Report (1993} focused on 
‘ Investing in Health*. This report it directed 
at third world governments to reorient public 
health spending for selective health 
programmes for targeted populations where 
it clearly implies that curative care, the bulk 
of health care, should be left to the private 
sector, in keeping with this, the Apdhra 
Pradesh government set up an autonomous 
body called the Andhra Pradesh Vaidya 
Vidhan Parishad to make the functioning 
of taluka level hospitals independent of the 
government and flexible to micommodate 
interaction with the private sector and is 
making ^itther ‘reforms’ with assistance 
from World Bank. Punjab, West Bengal 
and Karnataka governments have followed 
suit to reform the public health sector under 
the guidance of World Bank (World Bank 
1996]. In fact Punjab has gone one step 
further and set up a corporation for managing 
public hospitals with private sector 
participation. In many states the first steps 
towards privatisation have been taken 
through contracting out certain services in 
the hospital toprivate bodies. In Maharashtra 
two municipal hospitals in Mumbai are being 
considered for handing over to private 
medical colleges on a lease contract. In a 
number of states PHCs and selected 
programmes in sel«;ted districts are being 
handed over to NGOs to run them more 
‘efficiently’. All in all, the state is gradually 
abdicating responsibility in the health sector 
and that too under the garb of a progressive 
slogan, ‘peoples* health in peoples’ hands’. 
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Table 6- Ekknotture on Mfoical Case by States 
(As Percentage of Total Health Expenditure) 


Yew 

1985-86 

1991-92 

1992-93 

I99.3-94(RE) 

1994-95 (BE) 

Union govemment 

18.49 

13 76 

1461 

11.90 

« 

M^rSlutes 

Andhra Pradesh 

42.23 

31 73 

3203 

34 72 

31.31 

Assam 

45.22 

28 39 

24.53 

15 75 

9.24 

Bihar 

48.17 


1507 

13 14 

12 79 

Oujarat 

32 85 

26 86 

29.34 

26.62 

2646 

Haryana 

21 .‘S9 

20 24 

19 88 

19.18 

17 98 

Jammu and Kashmir 

52.65 


* 

• 

« 

Karnataka 

43.65 

24.32 

20 93 

24 34 

22 91 

Kerala 

51.28 

39 II 

42 17 

44.61 

42.14 

Madhya Pradesh 

.37.69 

28 51 

28.58 

24.34 

25.16 

Maharashtra 

24.99 

25 25 

26.61 

28.07 

26.15 

Orissa 

42 46 

25.34 

24 60 

21.85 

24.17 

Punjab 

50.86 

23 21 

35 35 

30.72 

.10 56 

Rajasthan 

40.78 

28.09 

27.59 

27.37 

25.09 

Tamil Nadu 

57.46 

3644 

35.87 

43 42 

4.152 

Uttar Pradesh 

25.80 

28.69 

30 09 

32.31 

.12 33 

West Bengal 

44 65 

37.86 

38 93 

.16.25 

37.18 

Other Stutes 

Arunochal Pradesh 

62.67 

71.63 

74.00 

68 85 

6041 

Goa. Damon and Diu 

68.22 

49 54 

5.123 

.5.1.35 

54.62 

Mixoram 

63.73 

21 72 

1964 

19.54 

2.1 17 ' 

Pondicherry 

71.58 

66 22 

57.85 

55.07 

5.1.30 

Himachal Pradesh 

40.52 

25.87 

24 89 

10.14 

26.04 

Manipur 

.50 72 

20.88 

• 

• 

« 

Meghalaya 

50.88 

34.79 

3662 

3463 

33.86 

Nagaland 

60.15 

42.93 

• 

38.30 

37 01 

Sikkim 

46.73 

5303 

49.45 

51.48 

46.26 

Tripura 

66.45 

43.76 

41.92 

36.39 

.16.28 

All India 

37.82 

26.78 

27.66 

27 A6 

25.75 


Notes; * » Nm availabie, RE e Revised Estimates; BE » Budget Estimates. 
Source: CEHAT Dmabaie; Original Source; Same os Table 3. 
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Food Security^ Price Stability and the Budget 

N A Mujiundar 

This paper addresses three interrelated medium-term issues arising, directly or indirectly, out of the central 
budget for 1997-98: price stability, food security and internal debt management. The government had waxed 
eloquent in 1995-96 about rice and wheat emerging as major export commodities and about the/proper use 
of 'surplus foodgrains’. But even before 1996 was out we were compelled to arrange emergency import of two 
million tonnes of wheat. This has exposed the vulnerability of the economy in terms of food security and highlighted 
the importance of supply-side factors in sustaining price stability. While inflation cannot be controlled by a 
one-point programme of controlling money supply, containing the extent of monetisation of the budget deficit 
is critical to sustaining price stability. In this context the abolition of Ad Hoc Treasury Bills from April I, 1997 
has been hailed as a systematic change, but in the ultimate analysis what matters is not the mechanics of 
monetisation of the budget deficit as the political will to observe fiscal prudence. 


THE annual central budgets should be 
considered not in isolation but as part of the 
continuum of medium-term fiscal policy. In 
fact budget is an instrunient of macro- 
economic management. Against this broader 
perspective, this article seeks to taldrcss three 
interrelated medium-term issues arising, 
eitherdircctly ortndirectly,uut of the central 
budget for 1997-98: price stability, food 
security and internal debt management. 
Development imperatives warrant ihat, both 
from the food security angle, and from the 
point of view of faster employment 
generation, priority sectors should continue 
to receive a larger flow of financial resources. 
In the euphoria of financial sector reforms 
during the period 1991-96, tlie benign neglect 
ofpriority sectors had resulteil in the shrinking 
of the size of the flow of financial resources 
to the rural sector. One of the most signi ficant 
achievementsof theUnited Front government 
is to halt this trend and rekindle interest in 
agricultural and rural development. The 
Economic Survey 1995 - 96 was ecstatic about 
ri(» and wheat emerging as major export 
commodities and about the use of ‘surplus 
foodgrains' Even before the year 1996 was 
out, we were compel led to arrange emergency 
import of two million tonnes of wheat. Such 
fitful interventions reflect neither good food 
policy nor good food administration. This 
has exposed the vulnerability of the Indian 
economy in terms of food security, and also 
highlighted the im;x>rtance of supply-side 
factors in sustaining price stability. InHation 
cannot be controlled by the one-point formula 
of controlling money supply. There has been 
considerable discussion on the revamping of 
the public distribution system (PDS). It 
should be recognised that streamlining the 
food administration is equally important. 
The recent rise in wheat prices to 
unprecedented levels was not so much a 
reflection of the supply-demand imbalances 
as the ineptitude of food administration. The 


objective of containing cereal pnees is too 
sensitive to be left to the Food Corporation 
of India (FCI). Perhaps fine-tuning of FCI’s 
operations would need the advice of a 
professional body of experts. 

Containing the extent of monetisation of 
budget deficit is critical to sustaining price 
stability; and in this context the abolition of 
Ad Hoc Treasury Bills (TBs) from April 1, 
1997 is hailed as a systemic change. The real 
question to pose is not why the Ad Hoc TBs 
are being abolished but why they were 
instituted in the first place and allowed to 
persist for so many years. Perhaps little did 
the Reserve Bank of India (RBI) realise then 
that this innocuous looking i iistrumcnt would 
transform itself into a genie which would do 
wonders for the government of India (GOI) 
and which would assume alarming 
proportions. The slaying of the genic would 
mean lhat life for the officials of the mini.stry 
of finance would no longer be as comfortable 
after April I. 1997 as it used to be earlier. 
The ilamboyance with which RBI has gone 
at^ut evolving its internal debt management 
strategy merely reflects its obsession with 
donning the mask of modernism. There is 
more shine than substance in it. In the ultimate 
analysis what matters is not the mechanics 
of monetisation of budget deficit as the 
political will to observe fi.scal prudence. 

Intfrnal Debt Manaoement 

Let us take up the last i.ssue first. The 
abolition oi the instrument of Ad Hoc TBs 
announced by the finance minister in his 
budget speech on February 28, 1997 is an 
important step towards streamlining the 
internal debt management system. It may be 
recalled here that the Ad Hoc TBs emerged 
as an in'^.tiument of providing short-term 
finance to GOI in I9S4-SS, following an 
administrative decision taken by two junior 
functionaries in the GOI and RBI. The volume 
of Ad Hoes funded into special securities is 


Rs 71,000 crore: and the amount of floating 
Ad Hoes may hover around Rs 30,000crore, 
as at end February 1997. The total backlog 
of Ad Hoes thus may add up to a staggering 
figure of more than Rs 1,00,000 crore. The 
credit for finally slaying this genie, after 
doggedly nagging the GOI for years, should 
legitimately go to RBI. While slaying the 
genie is an occasion for celebration, the 
danger lurking in the ingenuity of the GOI 
for finding some substitute for the genie 
should not be lost sight of. In this context 
the relivant portion of the finance minister's 
speech needs to be reread. To quote: “The 
system of ad hoc treasury bills to finance 
the budget deficit will be discontinued with 
effect from April 1,1997. A scheme of ways 
and means advances (WMA) by the RBI to 
the central government is being introduced 
to accommodate temporary mismatches in 
the government receipts and payments. TMs 
will not be a permanent source of financing 
the government’s deficit. Besides, ways aixl 
means advances, RBi’.s support will be 
available for the government’s borrowing 
progranimc...What I am effecting.today is 
a bold and radical change which will 
strengthen fEscal discipline and provide 
greater autonomy to the RBI in the conduct 
of monetary policy.” 

The trouble with the Ad Hoc TBs was its 
automaticity. This was a purely 
administrative mechanism designed to 
maintain on a continuing basis the cash 
balances of the central government with RBI 
at a minipium level of Rs SOcrore. Whenever 
the ca.sh balances fell below this floor levd 
of Rs SO crore, RBI would automatically 
is.sue fresh Ad Hoc TBs of a magnitude 
which would restore the balances to kvd 
of Rs SO crore. It is this automaticity which 
eventually proved dangerous: this mechaiism 
ensured almost unlimited access to RBI's 
resources. Once this mechanism was in place, 
RBI had no way of containing monetisation 
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of the budget deficit Thus there was neither 
rhyme nor reason to the extent of 
moncttsdtion What the WMA which now 
leplaccs Ad Hoc TBs does is to restore sonw 
rationale to the whole system of financing 
by RBI at temporary mismatches of receipts 
and payments First, the limit for WMA will 
be mutually agreed upon by RBI and GOI 
Such a limit would be worked out on some 
rational basis, say in lelation to seasonality 
of the intlow of receipts and outllow of 
payments Inanycasc thcagiecdlimitwould 
be an efteclive ceiling on the extent of 
monetisation ol the budget deficit This 
arrangement would enable RBI to build this 
specified input into its annual monetary 
budget Second, the intciest rale on WMA 
facility would be maiket related the GOI 
would thus be no longer able to .iccess 
subsidised credit at 4 G iier cent as it used 
to do through Ad Hoc TBs Third, the use 
ofWMA will have toheperiodically vacated 
This IS in sharp contrasi to Ad Hoc TBs the 
accumulation ol which went on in an 
unlimited manner soaiing to a staggenng 
level mentioned above On the whole, the 
new system ol WMA is a distinct 
improvement over the Ad Hoc IBs and 
gives considerable elbow loom lor RBI to 
tame the wanionncss ol GOI in the area of 
monetisation ot budget deficit In this sense 
the swilch-ovei to WMA is a systemic 
change 

Less the RBI is lulled into a sense ol 
complacency a woid ot caution needs to be 
sounded tor two reasons First, the tinance 
minister reiterates, in the statement i]uuicd 
above, that hestdes ways and means 
advances RBI s support will be available lor 
the goveniment's boirowmg programme" 
At this point one should recall iheexpcricnce 
in 1995-96 of the total bonowing by the 
GOI of Rs 38,364 ctore, nearly one third, 
that IS, Rs 12,65S croro devolved on the RBI 
In fact, in Ihe casco! all the three government 
stocks, 1998 2001, liWt tssuedon March 
25,1996, the devoivcinent on the RBI was 
100 per cent (sec Rcimii on Cuirencv and 
Fmantt. 1995-96 Voll.pagevi-19) It such 
an unusually large dcvoivcment can take 
place, with (he cushion ol the Ad Hoc I'Bs, 
the chances ot this happi'iiing on a more 
alarming scale, without the tacility ol the Ad 
Hoc TBs, are even higher 1 his brings us 
to the second reason Spelling out the modns 
operandi of WMA, RBI stipulates as lollows 
"(il) Any drawals by government from 
Reserve Bank ot India in excess ot the limit 
of WMA would be pci missible only tor 10 
consecutive working day s When 75 per cent 
of WMA IS utilised, (he Reserve Bank would 
trigger Iresh notation ot goveinment 


secunues” (Press Release, RBI. February 
28,1997) Docs this not sound familiar‘s A 
similar sort ot stipulation was there for the 
limits set for Ad Hoc TBs for the three years 
1994-95 to 1996-97, for which a ceiling on 
Ad Hoc TBs was prescribed Are we then 
justified in calling the WMA a systemic 
change' The ceiling of Rs 16,000 crorc 
envisaged as monetised fiscal deficit for 
1997-98 may only rematnon paper RBI has 
to therefore guard against the bylane of 
conversion of excess WMA into dated 
securities becoming a highway Obviously, 
whether the monetisation ol budget deficit 
takes place through the Ad Hoes or through 
the dated securities, the impact on generation 
ot inflationary pressures is identical 

In fact the whole apparatus ot internal debt 
management, built up with all the fanfare 
during 1992-96 has degenerated into a 
handle of contradictions These efforts of 
RBI are really a monument ot misplaced 
enthusiasm to don the mask of modernism 
First the so called public debt market has 
in reality neither elements ot public nor debt 
nut public because despite (he several 
institutions and instruments evolved an 
overwhelming proportion ot goveinment 
borrowing continues to be suppoilcd by 
commercial banks not debt because no 
tradable instrument has really been evolved 
Instant liquidity is the une qua non of gilt 
edged securities all over the woild, but in 
India with all the hype about development 
ot the debt market, investment in government 
sccunties continues to be a dead investment 
in the sense that once Ihe investment is made 
one has to hang on to it till matuiity Second 
this situation has persisted despite the lact 
(hat the yields on government secuntics have 
been hiked to an abnormal level lorinstance, 
the yield on a lO-yeai security was recently 

14 per cent The second distoition thcrelnre 

15 that (his high yield on /cio-i isk investment 
hasunderpinncdahighintcrestratcstructuie 
High lending rates have allecied adversely 
investment decisions ot the c orporatc sector 

The third unsavoury aspect of the debt 
scenario is that public sector banks have 
developed an unhealthy appetite tor 
investment in government securities 
Al(hou''h the eltcctive statutory liquidity 
ratio (SLR) stipulated is 28 per cent, the 
actual level ot banks investment in 
government securities was mure than 38 per 
cent tn March 1996 The excess investment 
in government sccunties was thus around 
Rs 40,000 crore What this means is that a 
large slice of the banking sector’s resources 
IS being diverted awaS liom supporting 
productive sectors to promoting consumption 
by the government Paradoxically, both the 


finance minister and die finance aeoetaiy 
have admonished banks for such excess 
investment But the Uame should rest 
squarely on faulty debt management policy 
The hike in yields is the main factor which 
wheu the appetiteof bankers forgovemment 
secunties, and makes them shy away from 
normal lending exercises High-ytdds,zero- 
nsk and zero-transaction costs - all these 
have made banking easy for public sector 
bankers 

The fourth distortion peitains to the 
methods of provisioning for depreciation in 
government securities Banks are now 
required to value an increasing proportion 
of govemnwnt secunties in their portfolio 
on marked to market basts' But why''The 
answer I s provided inthefollowingoperative 
sentence in the RBI governor’s letter to 
banks “It will be necessary for banks to 
progressively move towards the international 
practice of valuing all investments on fully 
marked to market basis” (C Rangarajan's 
letter of Apnl 3, 1996) Unfortunately for 
the RBI, there arc two India specific 
charactenstics of the so-called market in 
government secunties, which do not permit 
the Indian system to easily graduate into the 
western model First, an overwhelming 
pioportion of investment tn government 
sccunties by banks is involuntary, because 
of the prescnption ol SLR Thus the bulk 
of the securities are held till matunty Second, 
even if some banks intend to trade in 
government securities, they cannot do so tor 
the simple reason that thcie is no active 
secondary market tor such sixunties When 
the market quotations are not generally 
available how do banks follow the ‘marked 
to market basis"' The imitation exercise 
assumes its most paradoxical posture here 
the RBI evolves an administered market 
pnee' And the tact that yield to-matunty 
(YTM) was raised to 14 per cent in 1996 
played havoc with banks' balance-sheets 
The financial results of public sector banks 
for 1995-96 presented a curious picture 
Operating profits of 27 public sector banks 
increased from Rs 5,570 crorc in 1994-95 
to Rs 7,568 crore However, due to higher 
provisions, pnmanly on account of ‘marking 
to market' of government secunties in their 
portlolio, public sector banks ended up with 
a net loss of Rs 371 crore in 1995-96, in 
contrast to a net profit of Rs 1,115 crore in 
1994-95 Again, in 1997, YTM has tended 
to decline and this may bnng ’windfall’ 
profits to banks What purpose on earth such 
distortions serve, only the RBI can explain 
It makes immense praaical sense to exempt 
totally the SLR portion of government 
secunties from such, what are essentially. 
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notional valuations. On the who|e,sinccRBI 
has chosen to adopt a mimetic concept of 
debt market, without taking into account the 
ground realities, there is more shine than 
substance in the market. 

Food Policy and Administration 

To quote the finance minister again from 
his budget speech; "The rabi wheat crop is 
also very promising and steps will be ti^en 
to maximise procurement. At the same time, 
I wouldlike to makeitclcarthat, if necessary, 
government will not hesitate to import wheat 
and other essential aiticles to counter the 
pressure on prices. Maintaining price stability 
IS high on the agenda of this government.” 

In this context, we would like to submit 
that the decision announced in early 
December 1996toimport two million tonnes 
of wheat to stem the upsurge in wheat prices 
basically reflects the ineptitude of food 
administration and not the .supply-demand 
balance. In July 1995 India was boasting of 
foodgrains stocks reaching a new peak of 

35.6 million tonnes. Even at the 
commencement of the kharif marketing 
season in October I99S the stocks at 13 
million tonnes of rice and 16.8 million tonnes 
of wheat were far above the minimum 
prescribed norms of 6 million tonnes and 

10.6 million tonnes respectively. The mood 
in the Economic Survey 1995-96 was 
distinctly upbeat; “Rice and wheat arc 
emerging as major export products. 
Quantitative ceiling and minimum export 
price in respect of rice have been abolished. 
To furttierenhanceexports. Food Corporation 
of India has been permitted toexport/sell for 
export J million tonnes of tlnc/superfine 
varieties of rice. Export o1 wheat up to 2.5 
million tonnes in case of non-durum wheat 
and 0.5 million tonnes in case of durum 
wheat has also been permuted" (p 143). 

The FCI also sold anolher3 million tonnes 
of wheat in 1995-96 xs part of its so-called 
open market operations, in addition to its 
normal distnbution operations through the 
IDS. Furthermore, the Economic St4rvey 
also made a specific mention of the “new 
schemes forutilisation of surplus food .stocks” 
(p 86). Thc.se policy stances gave a clear 
imprpssion of there being a glut in wheat 
supplies. 

It is indeed a miracle that policy-makers 
and food administrators were successful in 
transforming this surplus situation in 1995- 
96 into a deficit situation by the end of the 
year 1996. Basically, production of wheat 
at 62.6 million tonnes in 1996-96 was lower 
than the level of 65.8 million tonnes in 
1994-95. Procurement of wheat was also 
lower in 1995-96 by about .1 million tonnes. 


This sentiment, it seems, was exploited 
by private trade. Wheat prices rose sharply 
- in November 1996: prices in Hapur and 
Delhi markeu at Rs 790 and Rs 950 per 
quintal were up by 23 per cent and 17 per 
cent respectively over the October levels; 
and by SSpercent and 39 percent respectively 
over the year. This sharp rise in prices 
clearly showed that the so-called open 
market sales of wheat by PCI had failed 
to achieve theobjectiveof containing market 
prices. To be successful open market 
operations need to be fine tuiKid to precisely 
identify scarcity pockets as al.so todcterminc 
the right quantum of wheal to be unloaded 
and the timing. 

The failure to contain the unprecedented 
ti.se in wheat prices becomes all the more 
conspicuous because the outlook fur wheat 
production in 1996-97 is quite bright: 
production is expected to reach some 64.5 
million tonnes, that is nearly touching the 
level reached in 1994-95. Taking the three 
years 1994-95to 1996-97together, therefore, 
the overall supply-demand situation did not 
warrant the unprecedented use in wheat 
prices Given some foresight, exports could 
have been deterred and imports avoided. 
The price rise thus reflects the ineptitude o( 
food administration, the streamlining ol 
which should be on top ot tlie agenda of 
immediate reforms. Containment of cereals 
prices forms the cure of any meaningful 
strategy designed to control mtlation and to 
protect the poor from the predatory tentacles 
of private irade.This objective of containing 
cereals prices is too sensitive to be left to 
the FCI and perhaps an advisory body 
consisting of economists, marketing experts 
and a representative of RBI should he .set 
up to guide FCI's operations 

Flow of Financiai. Rcsoiircis to 
Rural Siictok 

Perhaps the most significant achievement 
of the United Front govcinmcnt is the 
rekinc'ling of intcre.st in agricultural and rural 
development; and thchalting of the declining 
trend in the flow of financial resources to 
the rural sector. Public investment in 
agriculture in real terms (at 1980-81 prices) 
declined from Rs 1,796 crorc in 1980-81 to 
Rs 1,154 crore in 1990-91 and this decline 
continued for the subsequent three years. 
Simultaneously, public .vector banks 
consistently defaulted on the priority sector 
credit target of 40 per cent of net bank credit 
and also on the sub-target of credit to 
agriculture of 18 per cent. Tlie share of 
priority sector advances declined from some 
41 per cent before 1990-91 to 37 per cent 
or so in 1995-96. In fact the share of rural 


branches in ttual bank credit declined from 
more than 15 per cent in the second half the 
1980s to around 11 per cent in 1996 (paitly 
because of the dcrinitional changes relating 
to rural arc&s). RBI not only winked at these 
defaults but also put the revival of the 
moribund rural credit delivery system on the 
back-burner. 

The central bank appeared to think that 
application of the Basle norms to the Indian 
banking system was all that mattered. The 
United Front's July 1996 budget took a 
number of initiatives which clearly marked 
a departure from the Washington version of 
financial sector reforms. These initiatives 
included a commitment to double the size 
of rural credit during the next five years, 
doubling the share capital of NABARD 
estnbli.shment of slate-level development 
financial iii-stitutions with the objective of 
promoting investment in commercial and 
high-technology agriculture and the setting 
up of private local area banks (LABs) with 
jurisdiction over two or three contiguous 
districts. The Rural Infrastructure 
Development Fund (RIDF) has proved to be 
successful; actual disbursement under this 
facility amounted to some Rs 1,400 crore 
in 1996-97. For 1997-98 a provision of 
Rs 2,500 erore has been made. The signi¬ 
ficance of the utilisation of these funds is 
that they bring to fruition the benefits of 
incomplete infrastructure projects, 
particularly irrigation projects, in which state 
governments have already made huge 
investments. The budget for 1997-98 has 
thus continued these efforts to enlarge the 
flow of resources to the rural sector. RBI has 
already granted ‘in principle' approval to 
two LABs. 

Happily, the RBI has recovered from its 
amnesia about rural credit and in its latest 
Report on the Trend and Progress ofBanking 
in India. 1995-96, makes the following 
important statement for the flrst time after 
a gap of five years; "Provision of adequate 
flow of institutional credit to the priority 
sectors continues to be a major policy thrust. 
Agricultural advances as a percentage of net 
bank credit of public sector banks continue 
to be lower than the stipulated sub-target as 
in the previous year...” One hopes the public 
sector banks, which have been accustomed 
to the RBI winking at the default, would now 
get the right message. What is reassuring is 
that the RBI has put the revival of the rural 
credit system on its agenda. One hopes that 
RBI will uke an integrated view of the rural 
credit delivery system involving the co¬ 
operative credit institutions, regional rural 
banksandrural branches ofcommeiciaibanks 
- and evolve a holistic blueprint for its 
rejuvenation. 
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North Karnataka - Bygone brilliance 
V^^^'etched in silently evocative stone 


Embirk on * voyige of dncovcry totxpniCRor 
Jlw fpkiidoiir of t bygoiM tr« 

A htclMUag Mp thii b«|iM with BELAAUM, 
fimouiforSl Maty's Church, Ytlbnii»TtnpIe, 
CokakFaOsaadthaKitiurFori Thanatopawhila 
at CADAG, popular for ila wayalda anwaUtai, 
on your my to BIJAPUR • A historic town 
whanbattloaiasstUlocho Ortgually known as 
Vljayansgar, this city of Victory was foundad by 
the Chalukyaa balwctn tka 10th k 11th Cantury 
AD Tha world famous Col CumtMS, tha 
msgnlficant tomb of Mohammad AdU Shah Is a 
awrvalofarchllacturt Tha Ibrahim Rou, a 
psisllsl mosqua and tomb is vary basntiful with 
Us many daUcata muurats, and tha Jama Ma^M 
lathaliiicstmasqualnthaDaccan Malik-o- 
MaMan ■ a gigantic cannon, 4 3m long and 
woighuig about 5S tons, parched on a spadally 
built pbthirm, and 5 kma from Bi)apur hr 
Barakamai^lha unfmiahad mauaolaum of AH 
AdllShah Tha Cagan Mdial, Anand Mahal, 
Amir Daigah and tha Asar Mahal ara 
monumanis ui Bijapor that taka ua back In lime 

The ntxl daalinahon la the lain tamplaa in 
UKKUNDI and than BADAMI ■ Alao known 
H Vatapi, wu once the capital ofChalukyu 
Wander among templet both rock-cut and 
•tructured, that date back to (00 and 700 A 0 

It ip a*laRd of great aatihaiic btauty, wUh tha 
Hindu and fain tamphn carved out of sand alone 
hlUa, beneath which the ancient Bhnthanatha 
Lake tpmada out green and iTani|uU Ihefint 
maeierpinoi you’ll me In the Mmous cave temples 
ofBadamiisthcmllkoowa IS armed 
NmanJafShivalwhoatrikesSI dance poeas 

Proceed to RATTADAKAU famous for Us 
temples that art glorlouaeMmpIce of early 

For accommodation and conducted ^ ^ 

tourscontacl 

K.S.T.D.C 

oKaaturba Road, Bangalore, 

Ph 2»2MI-2-3.oHolelhiayura « 

VI|ayanagar,TB Dam Via 

Hosptt,Ph 4S270oHolel j 

Mayura AdilahahL Anand 1 

Mahal Road Main, Bijapur, 

ni 20934 Anne»2040lo 

Hotel Mayura Chaittkya, 

RamdnrgRoad, 

Badamini324» ” 




'Oaimng Nalaraia 


Chalukyaa acolptural art DtUcaltlyddMlIad, 
rich in dcMih, the Ps|»aMllw, Vintpabhi and 
MallUuiJnM lamplasdaHbaih todwTih 
Cattuiy 

MoutontoAIHOLE'Ths eradh of Hinds 
temple anhiiacinre, iiinaied on the banks of Ike 
picturesque Malaprabha river, Alhole wu once 
the capilal of uriy Chalukyu 

Fultity visit theTuigabhadn dam* Boimni 
Ctnlcii In HOSPET and the Mosaic of 
architectural and hWeric monurnanm at 
HAMPI The magnificent mlM of the mighty 
14th Century VijayaMgar ampira atill throb with 
thcvalourandpamionofabygoMcra Thp 
Virupaksha temple, tha awesome l^a 
Narasunha statue, tha legendary stone chariot 
and the M stone pillars that raaound with muical 
chimu further add to tha glory of HampL 

You could alao ckooH an altanutive route with 
Hyderabad u the ant ry point to Humnabad 
for wiynda amenities and then procaad to 
Basavalulyaiia, Bidar, Cidbaiga, 
Hungund, Bndarm, Pattndlial, Aihole, 
Hrwpetand finally and with Hampi 

fiasavalcalyand, once the Chalukyaa capital is 
iamous for its Vaarasatva religious centre 

Bidar • The cspital of Bahamani and Barid Shahi 
dynastmisfsmawfcr itsfartsand ancient 


• Beloaum aRIjopur 

• Bodaml aPorttadokol 

• Aihole • Hampi 


Bugaum to Stopw 30t on 

Btw 10 SodoM ivnn 

BoosM 10 ruiouma tttm 

nanodmu lo aiim irtm 

atiua to Hanoi isicm 


okol Gulbarga-Tha KhwazaBande Nawaz Dargah 
and SharanaBasaveshwaraTemplaare well 
~ 'wacthavnit Enjoy a brief stop-over at Huiyund 

]t On for weysida rabeshmenls 

irtm _ 

PATTADAKAl.aiMltlAlbfnaic 
on ll|R. WoiU Heritage Mm of 
UNESCO 


For tw/h n w H ow Coiaad 

Department of Tourism 

CuwBWiirtfflUnkBflin 

hi Hmt r IMaOMvwy MMvnri 

Ka«i tnuphiB 3*0 W 

fk ntsm 

tan mo’Uttm 







OtNOOMUSOOni 
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(a) On revenue accoom 37554(16.0) 32364(11.5) 33467(15 3) 29021(2.7) 28265(13.8) 24848(25.6) 19777(31.2)15074(19.4) 12620(5.4) 11979(7.7) 11118(12.2) 

I2.6J [2.6] [2.7] 12.6] [3.0] [3.1] [2.8] [2.4] [2.4] [2.6] [2.8] ' 

(b) On caiHtal account 25298(12.3)22530(29.8) 21218(22.3) t73S3(-9.2) 19113(1.6) 18814(11 4) 16883(6.3) 15887(09) 15745(1.3) 15541(3.4) 15033(5.1) 

[1.81 [1.8] [1.7] [1.6] [2.0] [2.3] [2.4] [2.6] [2.9] [3.4] [3.8] 

(Could) 



Table 1: Overall Budgetary Position (Confd) 
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Table 2: Central Govemment’e Receipts 


fib cntrt)’’ 



1997-98 

Budget 

1996-97 

Revised 

1996-97 

Budget 

1995-961994-95 
Actuals Actuals 

1993-94 

Actuals 

1992-93 

Actuals 

1991-92 

Actuals 

1990-91 

Actuals 

1989-90 1988-89* 
Actuals Actuals | 

(I) RcTennc receipts (A-sB) 

152843 

130783 

128037 

110130 

91083 

7.5453 

74128 

66031 

54954 

52296 

43591 1 


(65.71 

(66.9] 

(65.4) 

(65.4J 

(57.01 

(.57.61 

(67.21 

(6.3.2] 

158.51 

(63.51 

(59.311 

(a) Gross tax revenue (1-I-2) 

153647 

132319 

129453 

111237 

92294 

75743 

74637 

67361 

57576 

51636 

44474 . 

(1) Taxes on income, 
property and capital 

45711 

40164 

38092 

33574 

26966 

20298 

18132 

15207 

11024 

lOOOS 

8825 > 

transactions 

(29.8) 

(30.4) 

(29.4) 

(.30.2) 

(29.2) 

(26.8) 

(24 3) 

(22.6) 

(19.1) 

(19.4) 

(•« *)i 

of which 

Corporation tax 

21860 

19010 

18688 

16487 

1.3822 

10060 

8899 

7853 

5335 

4729 

9 

4407 


(14.2) 

(14.4) 

(14 4) 

(14.8) 

(15.0) 

(13.3) 

(11.9) 

(11.7) 

(9.3) 

(9.2) 

(9.9) 

Taxes on income other 21700 

18843 

17843 

1.5603 

12025 

9123 

7888 

6731 

5371 

5010 

4241 

than corporation tax 

(14.1) 

(14.2) 

(13.8) 

(14.0) 

(13.0) 

(12.0) 

(10.6) 

(10.0) 

(9.3) 

(9,7) 

(9.5) , 

Wealth tax 

130 

110 

no 

74 

105 

1.54 

468 

.307 

231 

179 

122 . 

(2) Taxes on commodities 107936 

92155 

91361 

77663 

65328 

55445 

36505 

52154 

46552 

41631 

3.5649 1 

and services 

(70.2) 

(69.6) 

(70.6) 

(69.8) 

(70.8) 

(73.2) 

(75.7) 

(77.4) 

(80.9) 

(80.6) 

(80.2) : 

of which 

Custom duties 

52550 

44135 

43485 

35757 

26789 

22193 

2.3776 

22257 

20644 

180.36 

IS80S 



(.34.3) 

(3.3.4) 

(33.6) 

(32.1) 

(29.0) 

(29.3) 

(31.9) 

(33.0) 

(.35 9) 

(34 9) 

(35.5) 

Excise duties 

52200 

46190 

46124 

40187 

.37347 

31697 

30832 

28110 

24514 

22406 

18841 


(34.0) 

(.34.9) 

(35.6) 

(.36.1) 

(40.5) 

(41.8) 

(41.3) 

(41.7) 

(42 6) 

(43.4) 

(42.4) 

(b) State and UTs’ shore of 

40253 

35107 

.34451 

29298 

24840 

22294 

2059.3 

17292 

14598 

13287 

10723 

tax revenue 

(26.2) 

(26.5) 

(26.6) 

(26.3) 

(26.9) 

(29.4) 

(27.6) 

(25.7) 

(25.4) 

(25.7) 

(24.1) 

(A) Centre’s net tax revenue 

113094 

97212 

95002 

81939 

67454 

53449 

54044 

50069 

42978 

38349 

3.3751 

(a-b) 

(73.6) 

(7.3.5) 

(7.3.4) 

(73.7) 

(73.1) 

(70.6) 

(72.4) 

(74.3) 

(74,6) 

(74.3) 

(75.9) 


(48.61 

(49.81 

(48 51 

(48.6) 

[42.21 

(40.81 

(49.0) 

(47.9) 

(45.71 

146.61 

(45.9) 

(B) Centre's non-tnx revenue 

.39749 

33571 

33035 

28191 

2.3629 

22004 

20084 

15962 

11976 

13947 

9840 


(17.11 

117.21 

(16.91 

(16.71 

(14.81 

(.16 8) 

(18.21 

(15.31 

(12.71 

(16.91 

(13.41 

Interest receipts 

24092 

21945 

21393 

18419 

15797 

15078 

12487 

109.33 

8730 

8474 

6981 

Dividend and profits 

6013 

4077 

4051 

.3248 

2716 

2451 

249.3 

1058 

774 

716 

475 

Other non-tax revenue 

9644 

7.549 

7.591 

6524 

5116 

4475 

5104 

3970 

2472 

4757 

2384 

(11) Capital receipts 

79638 

64615 

677.37 

58.338 

68695 

55440 

36178 

.38528 

38997 

30020 

29878 

lA+B+OD+E-i^F-rG) 

1.34.3) 

(33.11 

(34.61 

(.34.61 

(43.0) 

(42.4] 

(32.81* 

(36.8) 

(41.51 

(36.51 

(40.71 


(A) Net internal borrowings 

(a-b) 34425 19990 25498 33087 20326 28928 3676 7510 8001 7404 8418 

(a) Cross 45328 27911 33419 38634 21250 30065 4821 8921 8988 8044 8894 : 

(b) Repayments 10903 792! 7921 5547 924 1137 1145 1411 987 640 476 

(B) Net external borrowings (a-b) 2435 2589 2461 318 5146 5074 5319 5421 3181 2595 2460 i 

(a) Gross 9899 9558 9908 6759 10615 10024 9625 8279 5339 4443 4016 

(b) Repayments 7464 6969 7447 6441 5469 4950 4306 2858 2158 1848 1556 

(C) Recovery of loans (net) 8779 7809 7048 6505 6345 6191 6356 6021 5712 4980 4597 

(D) Small savings (net) 14000 15000 14000 12790 16578 9100 5717 6640 9104 8575 5835 

(a) Cenire-s share 2700 4320 3000 3412 7248 4100 1453 1159 2078 2833 1630- 

(b) States’ share 11300 10680 11000 9378 9330 5000 4264 5481 7026 5742 4205 

(E) Net provident fund 2550 2450 2250 2261 2003 1790 1611 1286 1221 1116 961 ji 

(F) Special deposits 10006 8804 9548 5295 8262 7568 7144 6670 7716 7970 6151 [I 


(G) Other items of capital 

receipts (net) 7443 

7973 

6932 

-1918 

100.35 

-3211 

6356 

4980 

4062 

-2620 

.'I 

1456 i) 

(III) Aggregate receipts (I+II) 2.32481 

195398 

195774 

168468 

1.59778 

1.30893 

110306 

1045.59 

93951 

82316 

73469 A 

>! 

(IV) Central government’s 

total liabilities <A+B) 7.34221 

668819 

670224 

606232 

.5.38611 

477968 

401924 

354662 

314558 

268193 

229771 1 

(A) Central government’s debt 

(a+b) 42468.3 

3885.34 

.390131 

359117 

317.395 

7,93057 

241.369 

209698 

185529 

161.. 36 

140244 i 

(a) Internal debt 368682 

334914 

335229 

307869 

266467 

245712 

199100 

172750 

154004 

133193 

114498 : 

(b) Extcinal debt 56001 

5.3620 

54902 

51249 

.50928 

47345 

42269 

36948 

31525 

28343 

25746 ■ 

(B) (jther liabilities 3095.39 

280285 

28009.3 

247115 

221215 

184911 

160554 

144964 

129029 

106657 

89527 i 

Ratios (percentages to GDP at current market prices) 

11) Gross tax revenue 10.8 10.6 10.4 

lO.I 

9.7 

9.4 

10.6 

10.9 

10.8 

11.3 

11.2 j 

(2) Taxes on income, property 

and capital transactions .3.2 

3.2 

3 1 

3.1 

2.8 

2.5 

2.6 

2.5 

2.1 

2.2 

2.2 j 

(3) Taxes on commodities and 

services 7.6 

7.4 

7.3 

7.1 

6.9 

6.8 

8.0 

8.5 

8.7 

9.1 

9.0 

(4) Central government's total 

liabilities 51.5 

5.3.6 

5.3.7 

55.2 

56.5 

59,0 

56.9 

.57.5 

58.7 

58.7 

58.1 ; 

(A) Central government’s debt 29.8 

31.2 

31.3 

32.7 

33.3 

36.2 

34.2 

34.0 

34.6 

35.4 

35.4 ' 

(a) Internal debt 25.9 

26.9 

26.9 

28.0 

27.9 

30.3 

28.2 

28.0 

28.8 

29.2 

28.9 

(b) External debt 3.9 

4.3 

4.4 

4.7 

5.3 

5.8 

6.0 

6.0 

5.9 

6.2 

6.5 . 

(B) Other liabilities 21.7 

22.5 

22.5 

22.5 

23.2 

22.8 

22.7 

2.3.5 

24.1 

23,3 

22.6 


MirM:(l)Figuies in round brackets are percentages to gross tax revenue. 

(2) Figures in square brackets are percentages to aggregate receipts. 

(3) ‘Otlier items’ of capital receipts includes disinvestment of equity holdings in public sector enterprises. 
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Table 3: Centnd GovemmcBt’s Expcaditnic 


(Ks enn) 


I997<9t 1996-97 1996-971995-96 1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 
Budget Reviled Budget Actualt Actuals Acluab Actuals Actuals Actuals Actuals Actuals 


1) Nen-plaii exosiidlturc 169629 

147404 

150013 

I3I90I 

113361 

98191 

85958 

80453 

76933 

65388 

52960 


(73.0) 

(72.9) 

(73.3) 

(74.0) 

(70.5) 

(69.2) 

(70.1) 

(72.2) 

(73.1) 

(70.4) 

(66.9) 

(A) Interest payments 

68000 

58500 

60000 

50031 

44049 

36741 

31075 

26596 

21498 

17757 

14278 


(29.2) 

(28.9) 

(29.3) 

(28.1) 

(27.4) 

(25.9) 

(25.3) 

(23.9) 

(20.4) 

(I9.I) 

(1«.0) 

(B) Defence 

35620 

29498 

27798 

26856 

23245 

21845 

17582 

16347 

15426 

14416 

13341 

- 

(15.3) 

(14 6) 

(13.6) 

(15.1) 

(14.5) 

(15.4) 

(14.3) 

(14.7) 

(14.5) 

(15.5) 

(16.9) 

(C) Subsidies 

18251 

16694 

16320 

13305 

12932 

12682 

11995 

12253 

12158 

10474 

7732 


(7 9) 

(8 3) 

(8.0) 

(7.5) 

(8.1) 

(8.9) 

(9.8) 

(II.O) 

(11.5) 

(11.3) 

(9.8) 

Food 

7500 

6066 

5584 

5377 

5100 

5537 

2800 

2850 

2450 

2476 

2200 

Fertilisers 










9 


(indigenous-fi mported) 

9190 

7767 

6148 

6735 

5769 

4562 

5796 

5185 

4389 

.4542 

3201 

Export promotion 

440 

400 

460 

16 

658 

665 

818 

1758 

2742 

2014 

1386 

Ot^ subsidies 

1121 

2461 

1604 

1177 

1064 

1418 

1081 

1035 

1075 

1442 

945 

(D) General services 

18190 

13771 

16974 

12577 

10177 

9278 

8860 

6932 

6849 

6129 

4979 

• 

(7.8) 

(6.8) 

(8.3) 

(7.1) 

(6.3) 

(6.5) 

(7.2) 

(6.2) 

(6.5) 

(6.6) 

(6.3) 

Police 

3956 

3870 

3680 

3083 

2663 

2432 

2119 

1849 

1564 

1297 

1132 

Pensions (defence-i-civil) 

5251 

5095 

4509 

4277 

3643 

3338 

3005 

2416 

2J38 

im 

2014 

Total (A+B-iC^^D) 140061 

118463 

121092 

102769 

90414 

80546 

69512 

62128 

55931 

48776 

40330 


(60.2) 

(58.6) 

(59.2) 

(57.6) 

(56.2) 

(56.8) 

(56.7) 

(55.8) 

(53.1) 

(52.5) 

(51.0) 

(B) Social services 

3461 

.3401 

3188 

3321 

2615 

2503 

2103 

1945 

1783 

1522 

1293 


(1.5) 

(1.7) 

(1 6) 

(1.9) 

(1.6) 

(1.8) 

(1.7) 

(17) 

(1.7) 

(1.6) 

(1.6) 

Education, sports, youth affairs 1263 

1262 

1183 

1221 

980 

938 

774 

762 

721 

589 

474 

Health and family welfare 

524 

502 

483 

457 

393 

357 

303 

281 

236 

200 

140 

Labour and employment 

529 

492 

483 

435 

395 

482 

313 

288 

269 

253 

231 

Information and broadcasting 555 

5.37 

486 

409 

427 

.347 

.346 

305 

282 

222 

450 

(F) Economic services 

4501 

5275 

5115 

5297 

4167 

3217 

2660 

2606 

2492 

2782 

1944 


(1.9) 

(2 6) 

(2.5) 

(3.0) 

(2.6) 

(2 4) 

(2.2) 

(2.3) 

(2.4) 

(3.0) 

(2.5) 

Agriculture and allied activities 503 

493 

451 

499 

504 

527 

442 

431 

418 

378 

261 

Energy, industry and minerals 1011 

894 

9.30 

893 

715 

706 

688 

938 

830 

1091 

672 

Transport and communication 684 

662 

601 

609 

621 

521 

456 

210 

340 

482 

232 

Science, technology and 









• 



environment 

1152 

, 1061 

991 

934 

843 

681 

672 

621 

555 

476 

427 

(G) Postal deficit 

1089 

719 

590 

644 

347 

200 

86 

209 

186 

260 

170 


(0 5) 

(0 4) 

(0.3) 

(0.4) 

(0.2) 

(0 1) 

(0 1) 

(0 2) 

(0.2) 

(0 3) 

(0 2) 

(H) Non-plan expenditure of UTs 651 

652 

633 

649 

649 

1257 

1299 

1174 

986 

865 

725 

without legislaluras 

(0 3) 

(0.3) 

(0.3) 

(0.4) 

(0.4) 

(0.9) 

(1 1) 

(1.1) 

(0.9) 

(0.9) 

(0 9) 

(1) Grants to suites and UTs 

4970 

6317 

6368 

5944 

2334 

2405 

2645 

3921 

.3982 

2143 

2186 


(2 1) 

(3.1) 

(3-1) 

(3 3) 

(1.5) 

(1.7) 

(2.2) 

(3.5) 

(3 8) 

(2.3) 

(2.8) 

(J) Grants to foreign governments 301 

258 

.319 

240 

149 

155 

132 

147 

139 

120 

121 


(0.1) 

(0.1) 

(0 2) 

CO.I) 

(0.1) 

(0.1) 

(0.1) 

(0 1) 

(0.1) 

(0.1) 

(0 2) 

(K) Loons and advances to 

11396 

10771 

IIIOI 

105.38 

9753 

6264 

4728 

5532 

7606 

5793 

4293 

stales and UTs 

(4 9) 

(5.3) 

(.5.4) 

(5.9) 

(6.1) 

, (4 4) 

(3.9) 

(5 0) 

(7.2) 

(6.2) 

(5.4) 

(L) Other loons 

I486 

1731 

1612 

1.357 

1049 

502 

1008 

2009 

2881 

2036 

1107 


(0 6) 

(0.9) 

(0 8) 

(0.8) 

(0.7) 

(1.1) 

(0.8) 

(1.8) 

(2.7) 

(2.2) 

(1.4) 

(M)Non-plan capital expenditure 1713 

-18.3 

-5 

1142 

1884 

1142 

1785 

782 

947 

1091 

788 


(0.7) 

(-0 1) 

(neg) 

(0.6) 

(1.2) 

(0 8) 

(1.5) 

(0.7) 

(0.9) 

(1.2) 

(1 0) 

Memo item 







• 





Defence pension (Revised Estimates) 

3715 

3683 

3300 

3195 

2721 

2531 

2343 

1840 

1670 

1600 

1597 

(11) Plan outlay 

62852 

54894 

S468S 

46374 

47378 

43662 

36660 

30961 

28365 

27520 

26151 


(27.0) 

(27.1) 

(26.7) 

(26.0) 

(29.5) 

(30.8) 

(29.9) 

(27.8) 

(26.9) 

(29.6) 

(33.1) 

(A) Budget support for 

.361.30 

30104 

32713 

27613 

25800 

23685 

19777 

17096 

17496 

18049 

16333 

central plan 

(15 5) 

(14.9) 

(16 0) 

(15.5) 

(16.1) 

(16.7) 

(16.1) 

(15.3) 

(16.6) 

(19.4) 

(20.6) 

(I) Economic services 

22131 

19392 

20690 

18348 

19079 

17892 

15412 

13122 

1.3859 

14762 

13073 


(9.5) 

(9.6) 

(lO.I) 

(10.3) 

(11.9) 

(126) 

(12.6) 

(11.8) 

(13.2) 

(15.9) 

(16.5) 

(a) Agriculture and 












allied activities 

2895 

2562 

2777 

2543 

2552 

2005 

1897 

1634 

1184 

1291 

1275 

(b) Rural development 

5801 

4920 

5394 

5838 

5801 

4676 

3208 

2279 

2672 

2766 

1753 

(c) Irrigation and flood 












control 

323 

815 

1248 

238 

87 

143 

75 

210 

161 

46 

209 

(d) Energy 

.348.3 

3209 

.3302 

30.37 

3448 

4309 

3143 

2979 

3646 

4162 

3575 

(e)'Industry and minerals 2395 

2151 

2496 

266.3 

2749 

3371 

2601 

2368 

2372 

2653 

2846 

(f) Transport 

4253 

2752 

2618 

2000 

2089 

1742 

3216 

2358 

2313 

2696 

2411 

(g) Communication 

102 

90 

90 

86 

336 

356 

80 

72 

335 

144 

194 

(n) Science, technology 

• 











and environment 

2177 

1837 

1686 

1522 

1098 

953 

838 

814 

706 

679 

660 

(i) General economic 












servicet 

702 

1056 

1080 

492 

919 

338 

354 

408 

470 

325 

150 

(2) Social services 

13722 

10484 

11742 

9075 

6608 

5647 

4294 

3947 

3597 

3240 

3202 


(5.9) 

(5.2) 

(5.7) 

(5.1) 

(4.1) 

(4.0) 

(3.5) 

(3.5) 

(3.4) 

(3.5) 

(4.0) 

(a) Education, sports. 












youth affair 

4158 

2786 

3603 

2616 

1819 

1440 

1104 

993 

965 

960 

1063 

(b) Health and family 












welfare 

2784 

2365 

2349 

2063 

2020 

1791 

1419 

1101 

1037 

828 

872 

(c) Water supply, samution. 











housing and urban 












development 

3268 

2784 

2827 

2056 

1206 

1143 

684 

845 

718 

511 

456 
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Table 3: Centnl Oovemment’s Expenditure (Continued) 

(Ks mtnf 



1997-98 1996-97 1996-97 1995-96 

1994-95 1993-94 1992-93 

1991-92 

1990-91 

1989-90 1988-89 



Budget 

Revised 

Budgei 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 


(d) Information and 













. broadcasting 

128 

116 

101 

95 

52 

45 

25 

112 

154 

266 

225 


(e) welfare of SCfSTs and OBCs 989 

8il 

811 

779 

734 

560 

485 

414 

344 

345 

299 


(f) Labour and labour wetfore 191 

141 

188 

78 

45 

44 

34 

69 

20 

27 

20 


(g) Social wdfare and nutrition 2204 

1481 

1863 

1388 

732 

624 

543 

413 

359 

303 

267 


(3) General services 

277 

228 

281 

190 

113 

145 

71 

27 

40 

47 

58 


Central assistance to state plans 

(O.I) 

(0.1) 

(0 1) 

(0 1) 

(0 1) 

(0.1) 

(0 1) 

(ncg) 

(ncg) 

(0 1) 

(0.1) 

(B) 

25885 

23994 

21220 

18073 

20905 

19021 

.15664 

12708 

9949 

8719 

9082 


Central assistance to UTs 

(III) 

(11.9) 

(104) 

(10.1) 

(13.0) 

(13.4) 

(12.8) 

(II 4) 

(9.4) 

(9.4) 

(11.5) 

(C) 

837 

796 

752 

688 

673 

956 

1220 

11.57 

920 

752 

736 



(0.4) 

(0.4) 

(0.4) 

(0.4) 

(0 4) 

(0.7) 

(1.0) 

(1.0) 

(0 9) 

(0 8) 

(0.9) 

Afgrtfate Expendilarc (1 ^ 11) 

232481 202298 

204698 

178275 

160739 

141853 

122618 

III4I4 

105298 

92908 

79111 


Nines: Figures in brackets are percentages to aggregate expenditure. Subsidies include debt relief to farmers of Rs 341 crore in I9M>9S, 
Rs 500 crore in 1993-94, Rs 1,500 crore in 1992-93, Ks 1,425 crore in 1991-92 and Rs 1,502 crore in 1990-91. Data on Artiliser 
also includes sale of deuonirolled fertiliser with concession lo farmers of Rs 2,000 crore in I997-98(BE). Rs 1.674 crore in 199^97, 
Rs 500 crore in 1995-96 and Rs 528 crore in 1994-95 

Tabled: Revenue from Custom Duties 

(Ns crure) 


1997-98 1996-97 

1996 97 

1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 

Budget 

Revised 

Budgei 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Gross custom duties (A4B4.C4.D) 54092 

455.50 

45989 

.36741 

27681 

23117 

24599 

22881 

21226 

18562 

Refunrls and duty drawbacks 

1542 

1415 

1.5.54 

1239 

998 

878 

882 

804 

658 

. 654 

Net custom duties 52550 

44135 

44435 

35.502 

26683 

223.39 

23717 

22077 

20568 

17908 

(A) Import duties 50988 

43665 

4367.3 

36133 

27145 

22655 

24l.i6 

21839 

20962 

18326 

(49463) 

(42265)(42128) 

(34900)(26155)(21784) 

(23261) (21047) (20308) (I767S) 

Of which 

(1) Fruits (dried and fresh) 

222 

203 

214 

186 

192 

1.39 

107 

92 

9.1 

80 

(2) Animal or vegetable oils and fats 
and their cleavage products, prepared 

edible fats, animal or veg waxes 

830 

7.38 

985 

691 

276 

128 

101 

148 

429 

249 

(3) Mineral substance 

166 

148 

198 

169 

1.33 

170 

215 

216 

206 

153 

(4) Petroleum oils and oils obtained from 

bituminous minerals other than crude 

4447 

4819 

3698 

4052 

3464 

4549 

4053 

3344 

3145 

2149 

(5) Petroleum oils and oils obtained from 

bituminous minerals other than crurle 

7645 

5808 

5142 

.3576 

2.302 

1988 

1227 

731 

555 

282 

(6) Organic and inorganic chemicals and 

pharmaceuticals 

4206 

3310 

3617 

2987 

2392 

1804 

1977 

1916 

1742 

1613 

(7) Dyes, colours, paints and varnishes 

370 

303 

268 

235 

165 

140 

174 

155 

164 

131 

(8) Photographic and cinematographic 

goods 

3.50 

315 

374 

331 

.33.3 

302 

335 

286 

241 

IBZ 

(9) Plastic and ariiclet thereof 

2485 

2117 

1904 

1755 

11.38 

876 

1516 

1782 

1332 

997 

(10) Rubber and articles thereof 

726 

619 

581 

476 

120 

324 

378 

321 

290 

210 

(II) Manmade filaments and staple fibres 

353 

305 

488 

361 

196 

99 

84 

127 

396 

328 

(12) Primary materials of iron and steel 

383 

340 

484 

392 

381 

252 

509 

392 

538 

433 

(13) Iron and non-alloy steel 

1150 

998 

1360 

1103 

924 

612 

876 

864 

808 

754 

(14) Stainless slect 

210 

168 

187 

156 

146 

105 

102 

149 

136 

156 

(15) Other alloy steel, hollow drill. 

bars and rods 

413 

338 

395 

305 

237 

207 

387 

341 

299 

264 

(16) Articles of iron and steel 

570 

479 

.567 

4.39 

291 

325 

386 

488 

364 

318 

(17) Copper 

1365 

1161 

1331 

1114 

931 

741 

69.3 

530 

505 

439 

(18) Machinery excl machine tools and 

ball or roller bearings 

4695 

4099 

43.35 

3475 

2385 

1971 

2214 

1835 

1945 

1541 

(19) Machine tools (parts and accessories) 

774 

660 

759 

618 

.561 

241 

202 

225 

209 

164 

(20) Ball or roller bearings 

.395 

3.32 

395 

.315 

473 

217 

256 

2.32 

232 

144 

(21) Electrical machinery 

3980 

3475 

.3.593 

2910 

2116 

1.328 

1859 

16.54 

1589 

1733 

(22) Motor vehicles and parts thereof 

1695 

1444 

1.394 

1123 

697 

450 

300 

294 

.352 

297 

(23) Instruments (optical, surgical, etc) 

906 

772 

736 

617 

4.54 

447 

47.3 

315 

381 

317 

’ (24) Project imports 

2225 

19.35 

2721 

2028 

1837 

1242 

1360 

1874 

1291 

960 

(25) Baggage 

1180 

1010 

969 

780 

761 

659 

664 

487 

619 

586 

(B) Export dulira 

4 

4 

2 

0.5 

54 

41 

130 

16 

1 

6 

(3) 

(3) 

(1) 

(0.7) 

(53) 

(40) 

(129) 

(16) 

(1) 

(5) 

(C)Cesa on exports 

166 

142 

126 

112 

85 

66 

55 

47 

35 

32 

(163) 

(140) 

(123) 

(110) 

<84) 

(66) 

(54) 

(46) 

(35) 

(32) 

(1) Coffee 

8 

6 

6 

6 

3 

3 

3 

.3 

2 

.3 

(2) Tobacco unmanufactured 

II 

9 

2 

2 

1 

2 

2 

2 

1 

1 

(3) Marine products 

25 

22 

21 

18 

17 

13 

II 

9 

6 

5 

(4) Iron ore 

18 

17 

12 

IS 

17 

5 

.3 

.3 

3 

2 

(D) Other receipt incl sale of gold and 

375 

3.39 

588 

496 

397 

355 

279 

979 

228 

198 

silver conriacalcd 

(371) 

(277) 

(584) 

(d92) 

(390) 

(351) 

(274) 

(969) 

(224) 

(196) 

4E) Special customs duty 

2550 

1400 

1600 

- 

- 

- 

- 

- 

- 

- 


Notes: nguies in l^'kets are net of refunds and duty drawbacks. Due to rounding off, totals may not tally. 
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TaUeS: Revenue firenUalMiEBcifcDiitkt 

(Xm cron) 


1997-91 

1996-97 

1996-97 

1993-96 1994-95 199.3-94 1992-93 1991-92 1990-91 

o 

I 


Budget 

Revised 

Budget 

Actuals 

Actuals 

Actuals 

Actuals 

Actuahi 

Actualt 

Actuals 

OroM mciic e«tiM 

.33600 

47329 

48184 

42193 

38357 

32696 

31362 

28383 

24881 

22670 

Reftmdi and drawback! 

1400 

1.339 

1301 

1408 

942 

824 

710 

463 

430 

380 

fihii mira cmIm detlti 

32200 

46190 

46883 

40784 

37613 

31872 

30632 

28120 

24431 

22290 

(A) Buie cicIm delles 

46333 

40763 

41.333 

33303 

32269 

27193 

26412 

23337 

20036 

17719 

(4SI33) 

(39423) (40033) (33893) (31328) (26368) (23702) (23092) (19606) (17339) 

Of which 

(1) Tea and lea waste 

(2) Vegetable fats aod oils portly or 

- 

- 

- 

neg 

- 

- 

68 

75 

76 

79 

wholly hydrogenated 
(3) Cone or beet sugar and chemically 

0 

3 

3 

11 

II 

16 

43 

49 

30 

103 

pun fucroie in solid form 
(4) Molasses resulting from esiraciion 

388 

368 

336 

323 

290 

338 

311 

284 

216 

200 

or rafining of sugar 

31 

29 

74 

63 

96 

81 

90 

75 

38 

32 

(S) Tobacco manufactures 

.36.38 

3273 

2906 

2630 

2034 

2116 

2134 

i842 

1602 

1506 

(6) Cement clinkers, cement of all sorts 

2437 

2378 

2460 

2181 

2017 

1887 

1769 

1281 

1086 

951 

(7) Motor spini 

2319 

2110 

1663 

1631 

1324 

1359 

1287 

1243 

1202 

1201 

(SIRDoil 

2.344 

2174 

167.3 

1153 

1181 

795 

743 

703 

693 

731 

(9) Kerosene 

(10) Caustic soda and potash. 

390 

409 

414 

238 

306 

247 

239 

246 

2.13 

268 

perosides 

.34.3 

296 

312 

269 

186 

119 

117 

III 

118 

93 

(11) Soda uh 

224 

210 

260 

214 

182 

131 

123 

98 

79 

69 

(12) Organic chemicals 

118.3 

1123 

1383 

1134 

1010 

653 

714 

63.3 

437 

288 

(13) Pharmaceuticals 

1002 

886 

842 

720 

639 

351 

527 

426 

353 

311 

(14) hums and varnishes 

(15) Essential oils, resinoids. perfumery. 

271 

232 

220 

218 

283 

289 

294 

239 

187 

138 

cosmetics or toilet preparations 

402 

343 

322 

280 

314 

264 

295 

263 

226 

188 

(16) Soaps 

314 

403 

.379 

336 

311 

234 

216 

186 

132 

118 

(17) Orgmte surface active agents 

262 

233 

281 

254 

206 

285 

255 

164 

129 

112 

(IS) naslic and articles thereof 

1771 

14.34 

1704 

1397 

1403 

1417 

1221 

792 

488 

441 

(19) Tyres, lubes and flaps 

(20) Paper and paper bo^. articles of 

1693 

1562 

1320 

1287 

1303 

1051 

837 

811 

803 

629 

paper pulp or paper or paper board 

730 

692 

842 

693 

382 

488 

430 

388 

340 

313 

(21) Colton and cotton yarn 

(22) Synthetic filament yarn and sewing 

4.32 

.394 

331 

479 

487 

331 

293 

191 

183 

129 

thread, etc 

1433 

1194 

1191 

1413 

1323 

1541 

1.103 

1630 

1401 

1049 

(23) Artificial or symhclic staple fibres and 










tow including waste 

479 

387 

322 

419 

367 

376 

298 

236 

249 

227 

(24) iron and steel ond articles 

33.35 

4989 

3277 

4242 

3316 

2339 

2009 

1431 

1181 

1070 

(2S) Aluminium and articles 

412 

.386 

449 

459 

341 

538 

613 

6.13 

582 

323 

(26) Refrigeraiort and air conditioners 

459 

393 

468 

330 

308 

264 

261 

271 

196 

180 

(27) Machinery tools 

112 

92 

63 

38 

48 

36 

60 

88 

61 

32 

(2B) Ball or roller beannes 

231 

198 

211 

167 

193 

173 

186 

184 

139 

III 

(29) Reception apperaius. radio broadcasters. 










television receivers, inci video 
monitors and projectors 

249 

223 

280 

213 

166 

194 

189 

232 

264 

216 

(30) Insulated wires, cables, elecirical 











condHclort 

706 

380 

338 

498 

481 

404 

421 

271 

203 

202 

(31) Tractors 

(32) Motor cars and other motor vehicles 

70 

57 

33 

31 

52 

22 

79 

82 

39 

46 

fbr transport of persons 

1586 

1464 

1938 

1342 

918 

597 

711 

779 

608 

391 

(33) Instruments (optical, photographic. 











surgical) 

137 

122 

133 

IIS 

103 

92 

101 

93 

79 

63 

(B) AddllluMl duties on (entllee 











and products 

643 

940 

440 

614 

.126 

462 

378 

348 

273 

209 

(C) Additional duties in iioa of sales tas 

3.396 

3068 

3030 

2917 

2794 

2438 

2177 

1868 

1490 

1475 

Of which 

(1) Cans or beet sugar and chemically 











pure sucrose in solid form 

4.33 

412 

398 

392 

327 

.368 

3.39 

314 

244 

229 

(2) Tobacco manufactures 

1632 

1482 

1310 

1233 

1048 

944 

9.33 

Sll 

708 

636 

(3) Textile products 

1309 

1174 

1322 

1292 

1390 

1121 

899 

733 

334 

584 

(D) Casa on commodities 

2741 

2884 

.3069 

3139 

2968 

2603 

239.1 

2812 

3080 

3267 

(DSugsr 

221 

198 

176 

173 

141 

168 

163 

160 

142 

134 

(2) Indigenous crude oil 

2421 

2999 

2806 

2880 

2610 

2214 

2169 

2466 

2737 

2947 

(3) Coal and euke 

103 

100 

100 

97 

87 

91 

80 

73 

70 

70 

Mruw. As in Table 4 
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No$*$:{l) hi the absence of acinals uoder all of the above heads of icsoorce traasftn. levised estimates as eootained in the cenue's Bmdgei at a Glaace for all the years aic p icaeiitfd 
in this idile except for interest payments in item 9 for which acmal data for I9U-89 to I99S-96 are available in the badget docaments. 

(2) Stams* sham of taxes and daties in item I iaclodes estate duties of Rs I crac hi i9SS-S9. 

(3) Figoies in brackets represent percentages of state’s total expeoditare. 
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1 

ti(nce.Ci«pi;i«iin|qypiiniaHmesMMiiJepaniiiciiisoraiei*oveniiueotoriiKitt 

iRi rrwir)t» 

M inisiries/Departroents 

Expenditure^ 


1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990>9I 1 


Categories ' 

..Bpdget 

Revised 

Revised 

Revised 

Revised 

Revised 

Revised 

Revised , 

1 

2 


4 

5 

6 

7 

8 

9 

10 ; 

1 AgricuHarc and allied acllvltica ' 









1 Agnculture and 

Total 

1574.46 

(33.8) 3103.96 

1997.47 (-3.0) 

2 . 3 / 3.35 

2346.35 

3221.94 

2764.84 

2321.43 

co-operation 

Revenoo 

3211.50 

2753.08 

1.598.09 

1975.03 

2195 09 

2852.80 

2534.45 



Capital 

362.96 

350.88 

399.38 

.398.32 

151.46 

.369 14 

2.30.19 

. 


Plan 

1519.25 

1376.86 

1323.00 

1457.22 

1319 02 

1272 90 

1016.31 

786.79 , 


Revenue 

1156.55 

1026.19 

923.80 

10.59.13 

1012.75 

974.95 

666.36 



Capital 

362.70 

350.67 

399.20 

.398.09 

.306.27 

297.95 

349.95 



Non-plan 

2055.21 

1727.10 

674.47 

916.1.3 

1027.53 

1949.04 

1748.33 

1534.66 


Revenue 

2054.95 

1726.89 

674.29 

915.90 

II82..34 

1877.85 

1868.09 


Menu) items-. 

Capital 

0.26 

0.21 

0.18 

0.2.3 

-154.81 

71.19 

-119 76 


Paymenl to manufactures/ Total (NP) 

2000.00 

1674.00 

500 00 

517.00 




• 1 

agencies for concessional 









: ! 

sale of decontrolled 









j j 

fertilisers 










2 Animal husbandry 

Total 

.21I.J9 

(-22.4) 259.37 

350 65 (29.2) 

340.55 

372.94 

246.49 

175,06 

97.27 1 

and daitying 

Revenue 

209.34 

199.63 

199.34 

163.43 

199.68 

129.14 

100.08 

,, 1 


Capital 

• i-.ss 

59.74 

151.31 

177.12 

173.26 

117.35 

74.98 

.. i 


Plan 

200:00 

199.10 

296 00 

.331.40 

.345.34 

205,33 

129.35 

84.80 


Revenue 

I9g 15 

139.36 

144.69 

154.28 

172 03 

87.98 

54.37 



apital 

• 1.85 

59.74 

151.31 

177.12 

173.26 

117.35 

74.98 

,, ' 


Non-planfR] 

11.19 

60.27 

.54.65 

9.15 

27.60 

41.16 

4.5 71 

12.47 

3 Research and 

Toial(R) 

599.27 

(5.8) 565 80 

535.73 (10.9) 

495.63 

459.80 

.375.65 

351.81 

310.71 

education 

Pian(R) 

331.17 

310.80 

290.00 

274.99 

250.00 

184 00 

180.51 

154.34 


Non-plan(R! 

268.10 

255.00 

245 73 

220.64 

209.80 

191.65 

171..30 

165.37 1 

4 Food 

Total 

7693.15 

(16.5) 62.34 14 

5666 80 (10.5) 

5322.21 

54.34,20 

2966.83 

300.3 67 

2641.04 


Revenue 

7672.21 

6215 48 

5647.70 

5299 99 

5414.07 

29.37.82 

2986.72 

.. : 


Capital 

20.94 

18.66 

19.10 

22.22 

20.13 

29 01 

16.95 

,, 


Plan 

31.88 

26.37 

26.05 

29.00 

25.28 

.34 ..59 

21.57 

29.77 ; 


Revenue 

4.64 

2.83 

2 10 

2.0.3 

2.35 

5.58 

4.62 

• t 


Capital 

27.24 

23.54 

23 95 

26.97 

22.93 

29.01 

16.9$ 



Non-plan 

7661.27 

6207 77 

,5640.75 

5293 21 

5408 92 

29.32.24 

2982.10 

2611.27 . 


Revenue 

7667.57 

6212 65 

5645 60 

5297.26 

5411.72 

2932.24 

2982.10 

.. j 1 


Capital 

-6.30 

-4 88 

-4.85 

-4.75 

-2.80 

0.00 

0.00 

.. i 

5 Food processing 

Total 

65.82 

(14.4/ 45 67 

.50.26 (II.O) 

49.89 

51.31 

43 58 

36.09 

29.82 1 


Revenue 

48.12 

35.17 

41.26 

42.60 

42 15 

38.36 

25.93 



Capital 

17.70 

10.50 

9.00 

7.29 

9.16 

5.22 

10.16 



Plan 

60.00 

40 00 

4.5.00 

45.00 

45.57 

40 00 

.31.11 

25.80 


Revenue 

42..30 

29.50 

36.00 

.37.72 

.37.42 

.34.80 

21 96 



Capital 

17.70 

10 50 

9 00 

7.28 

9 15 

5 20 

10.15 



Non-plan 

5.82 

5 67 

5.26 

4 89 

4.74 

.3.58 

3,98 

4.02 


Revenue 

5.82 

5 67 

5.26 

4.88 

4 73 

3.56 

.3.97 



Capital 

0.00 

0.00 

0.00 

0.01 

0.01 

0.02 

0.01 


n Rural development, poverty alleviation and employment 







1 Civil supplies. 

Total 

85.01 

(-26.0) 106 04 

155.45 (52.8) 

46.95 

22.79 

22.95 

15.73 

18.70 

consumer affairs. 

Revenue 

73.28 

98.11 

147.62 

.39.68 

13.72 

14 50 

8.83 


public distribution 

Capital 

11 73 

7.93 

7.93 

7 27 

9 07 

8.45 

6.90 



Plan 

28.70 

49 85 

49.85 

17.45 

18 .50 

19.00 

12.00 

12.80 


Revenue 

16.97 

41 92 

41.92 

10.18 

9.4.3 

10.55 

5.17 



Capital 

11.73 

7 93 

7.93 

7.27 

9,07 

8 45 

6.83 



Non-plan 

56.31 

56 19 

105.69 

29.50 

4.29 

3.95 

3 73 

3.90 • 


Revenue 

56.31 

.56.19 

105.69 

29.50 

4.29 

3.95 

3.66 



Capital 

0.00 

0.00 

0.00 

0 00 

0 00 

0.00 

0 07 


2 Environment, forest 

Total 

638.02 

(24.5) 548.36 

411 90 (10.8/ 

419.93 

398.98 

.3 29..37 

.305.80 

246.13 

and wild life 

Revenue 

630.77 

541.25 

406 55 

412.62 

391.61 

.323.58 

300.38 

.. 


Capital 

7.25 

7.11 

5.35 

7.31 

7.37 

5.79 

5 42 



Plan 

.543.70 

456.40 

33.5..50 

360.00 

336 80 

278 76 

266.09 

208.83 : 


Revenue 

536.45 

449.29 

330.15 

352.69 

329.43 

272.97 

260.67 

.. 


Capital 

7.25 

7.11 

5.35 

7.31 

7.37 

5.79 

5.42 



N'on-plan(R) 

94.32 

91.96 

76 40 

.59.9.3 

62 18 

.50,61 

39.71 

37.30 1 ! 

3 Rural development. 

Total 

9023.20 

(4.5) 7796.57 

8268.06 (22.7) 73.36.81 

5620.16 

3613 24 

3021.24 

2973.22 j 

employment and 

Revenue 

9023.20 

7796.57 

8268.06 

7336.80 

5617.81 

3607.74 

3020.74 

i 

poverty alleviation 

Capital 

0.00 

0.00 

0,00 

0.01 

2.35 

5 50 

0.50 



Plan 

9000.70 

7774.72 

8248.06 

7320.00 

5605 60 

3599.12 

3008.00 

2960.61 


Revenue 

9000.70 

7774.72 

8248.06 

7319.99 

5603.25 

3593.62 

3007.50 



Capital 

0.00 

0.00 

0.00 

0.01 

2.35 

5.50 

0.50 



Non-plan(R) 

22.50 

21.85 

20.00 

16.81 

14.56 

14.12 

1.3.24 

12.61 

4 Wasteland 

Total(R) 

95.20 

(25.7) 50 20 

60.28 (9.5) 

60.26 

50.25 




development 

Plan(R) 

95.20 

50.00 

60.00 

60,00 

50.00 





Non-plant R) 

0.20 

0 20 

0.28 

0.26 

0.25 


- 
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Table 8: Expendituies of M inistries and Departments of the Oovemment of India (Continued) 

(Rs crpre) 


Minislriet/Dcporttnenis 

Expenditure 

1997-98 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 


Categories 

Budget 

Revised 

Revised 

Revised 

Revised 

Revised 

Revised 

Revised 

1 

2 


4 

5 

6 

7 

8 

9 

10 

in Indiiftry 










1 Chemicals ami peiro 

Total 

298.19 (-12.7) 280.28 

391.64 (87.8) 

148.32 

95.71 

83.15 

53.60 

16.77 

chemicals 

Revenue 

2.4.1.64 

228.38 

351.14 

99.42 

58.65 

50.66 

14.65 



Capital 

42..45 

51.90 

40.50 

44.40 

37.06 

32.49 

38.95 



Plan 

.78.00 

19.10 

39.31 

31.03 

29.29 

17.00 

21.25 

0.59 


Revenue 

19 4.4 

7.10 

25.68 

17.92 

21.79 

10.60 

3.85 



Capital 

I8..4.4 

12.00 

13.63 

13.11 

7.50 

6.40 

17.40 



Non-plan 

260.19 

261.18 

352..33 

112.79 

66.42 

66.15 

32.35 

16.18 


Revenue 

236.19 

221.28 

325.46 

81.50 

36.86 

40 .06 

10.80 



Capital 

24.00 

.39.90 

26.87 

.31.29 

29.56 

26.09 

21.55 


2 Fertilisers 

Total 

78.46.75 (6.9) 

6842.36 

6876.87 (8.5) 

5724.92 

4660.65 

5974.33 

4937.58 

4581.60 


Revenue 

7210.91 

6108.51 

62.52.77 

.5.3.37.82 

4428.55 

5824.10 

4840.08 



Capital 

645.84 

7.33.85 

624.10 

.387.10 

232.10 

150.23 

97..50 



Plan 

239.78 

303.01 

354.00 

186.25 

168.00 

89.24 

93.84 

97.55 


Revenue 

14.28 

9.51 

11.90 

12.15 

20.90 

16.75 

16.34 



Capital 

225..50 

29.3.50 

342.10 

174.10 

147.10 

72.49 

77.50 



Non-plan 

7616.97 

65.39.35 

6522.87 

5538.67 

4492.65 

5885.09 

4843.74 

4484.06 


Revenue 

7196.63 

6099.00 

6240.87 

5.325.67 

4407.65 

5807.35 

4823.74 



Capital 

420.34 

440.35 

282.00 

212.00 

85.00 

77.74 

20.00 


9 Coal 

Total 

485.63 (-5.1) 

390.46 

539.69 (-13.0) 64.3.37 

885.78 

874.97 

8.56.95 

1085.64 


Revenue 

170.78 

161.12 

15.3.42 

135.18 

170 37 

169.97 

135.95 



Capital 

314.85 

229..34 

386.27 

508 19 

715.41 

705.00 

721.00 



Plan 

349.85 

2.57.44 

411.36 

531.68 

732.41 

728.00 

734.00 

946 80 


Revenue 

35.00 

28.12 

25.10 

23.50 

17.00 

23.00 

13.00 



Capital 

314.85 

229.32 

.386.26 

508.18 

715.41 

705.00 

721.00 



Non-plan 

135.78 

13.3.02 

128.33 

111.69 

15.3.37 

146.97 

122.95 

138 84 


Revenue 

135.78 

133.00 

128.32 

111 68 

153.37 

146.97 

122.95 



Capital 

0.00 

0.02 

0.01 

0.01 

0.00 

0 00 

0.00 


4 Industrial policy. 

Total 

442.71 (16.2) 

3.34.37 

.327.68 (.3.4) 

326.25 

1119.95 

944.98 

191.31 

277.37 

development and 

Revenue 

442.34 

334.05 

327.29 

325.88 

1 1 19.0.3 

943.06 

191 19 


promotion 

Capital 

0.37 

0.32 

0.39 

0.37 

0.92 

1 92 

0.12 



Plan 

375.91 

272.85 

262.00 

276 .50 

1077.00 

880.1 1 

58 00 

243.60 


Revenue 

375.86 

272.S.5 

261.7.3 

276 25 

1076.20 

878.31 

58.00 



Capital 

0.05 

0.00 

0.27 

0.25 

0.80 

1 80 

0.00 



Non-plan 

66.80 

61.52 

65.68 

49.75 

42.95 

64.87 

133.31 

33.77 


Revenue 

66.48 

61.20 

65..56 

49.63 

42.8.3 

64.75 

133.19 



Capital 

0.32 

0.32 

0.12 

0.12 

0.12 

0.12 

0.12 


5 Public enterprises 

Total (NP.R) 

5.08 (68.9) 

4.20 

1.78 (7.0) 

1.80 

1.55 

1.57 

1.33 

1.27 

6 Heavy industries 

Total 

241.52 

1649.00 

367.17 

288.97 

257 86 

245.44 

350.34 

328.66 


Revenue 

22.38 

1.324.94 

27.68 

22.13 

21.97 

8.31 

20.90 



Capital 

219.14 

.324.06 

.34.3.49 

266.84 

2.35.89 

237.13 

329.44 



Plan 

140.00 

1.35.96 

196.94 

147.91 

158 22 

159.35 

160.49 

163.63 


Revenue 

13.86 

7.00 

10.45 

.3..30 

7.66 

4.05 

8.83 



Capital 

126.14 

128 96 

188.49 

144.61 

1.50.56 

155.30 

151.66 



Non-plan 

101.52 

1513.04 

168.2.3 

141 06 

99 64 

86 09 

189.85 

165.03 


Revenue 

8.52 

1.317.94 

13.2.3 

18.8.3 

14 31 

4.26 

12.07 



Capital 

93.00 

195.10 

155.00 

122.23 

85.33 

81.83 

177.78 


7 Small-scale, agro. 

Total 

1001.52 (3.1) 

78.3.56 

941.38 (1 1.4) 

825.77 

728.03 

510.64 

546.88 

549.05 

and rural industry 

Revenue 

710.77 

506.84 

6.35.94 

463..34 

376.29 

315.76 

295.82 



Capital 

290.75 

276.72 

.305.44 

362.4.3 

351 74 

194.88 

251.06 



Plan 

653.00 

440.16 

58.3..30 

453.72 

375.80 

323.80 

307.66 

304.54 


Revenue 

.598.52 

400.79 

52.3.97 

355.41 

272.88 

213 10 

196.18 



Capital 

.54.48 

.39.37 

.59.3.3 

98.31 

102.92 

110.70 

111.48 



Non-plan 

.348.52 

.343.40 

358.08 

372.05 

352.23 

186.84 

239.22 

244.51 


Revenue 

112.25 

106.05 

111.97 

107.93 

103.41 

102.66 

99.64 



Capital 

2.36.27 

2.37.35 

246.11 

264.12 

248.82 

84.18 

139.58 


8 Company affairs 

Total <NP) 

18.00 (4 7) 

I7..50 

16.37 (12.7) 

15.45 

15.00 

13.00 

10.00 

9.00 


Revenue 

17.99 

17.49 

16.36 

15.44 

14.99 

12.99 

9.99 



Capital 

0.01 

(1.01 

0.01 

0.01 

0.01 

0.01 

0.01 


9 Mines 

Total 

279.5.3 (14.5) 

248.82 

21.3.08 (-2.5) 

196.15 

184.04 

178.44 

163.23 

241.33 


Revenue 

238.53 

216.94 

167.46 

166.18 

146.34 

135.25 

149.68 



Capital 

41.00 

31.88 

45.62 

28.97 

37.70 

43.19 

13.55 



Plan 

154.00 

122.1.3 

97.72 

97.72 

87.50 

84.39 

66.52 

145.8li 


Revenue 

1.30.00 

111.25 

74.00 

74.00 

63.80 

53.50 

52.97 



Capital 

24.00 

10.88 

23.72 

23.72 

23.70 

30 89 

13.55 



Non-plan 

125.53 

126.69 

115.36 

97.43 

96.54 

94.05 

96.71 

95.47 


Revenue 

108.53 

105.69 

93.46 

92.18 

82.54 

81.75 

96.71 



Capital 

17.00 

21.00 

21.90 

5.25 

14.00 

12.30 

0.00 
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Table 8: Expenditures of Ministries and Departments of the Covemment of India (Continued) 


(Rs cntrt) 


I 


Ministries/Deparlments 

1 

Expenditure 

Categories 

2 

1 *>97-98 
Budget 
.1 


1996-97 

Revised 

4 

1995-96 

Revised 

5 

1994-95 

Revised 

6 

1993-94 

Revised 

7 

1992-93 

Revised 

8 

1991-92 

Revised 

9 

1990-91 

Revised 

10 

to Science and 

Total 

339.il 

(15.0) 

474.13 

423.17 (12.2) 

418 85 

338.95 

282.46 

256.58 

237.96 

technology 

Revenue 

.S 10.85 


441.66 

392.83 

382.88 

313 68 

261.45 

225.55 



Capital 

49.02 


.52 47 

.50.54 

55.97 

25 27 

21.01 

31 23 



Plan 

268.00 


229.24 

223.17 

229.80 

170.78 

128.25 

114.29 

103.68 


Revenue 

220.29 


197 94 

194.07 

195.07 

147 08 

108.89 

84.81 



Capital 

47.71 


31.30 

29.10 

34.75 

23.70 

19.36 

29 48 



Non-plan 

791.87 


244.89 

200.00 

189 05 

168 17 

154.21 

142.49 

134.28 


Revenue 

290..56 


243.72 

198.76 

187.81 

166.60 

152 56 

I40..54 



Capital 

l.3\ 


1.17 

1.24 

1.24 

1..57 

1 65 

1.75 


11 Scieniific and 

Total 

5I.T49 

(8.6) 

470 32 

435.40 (12.7) 

411.03 

342.94 

277.60 

258.37 

239.17 

industrial research 

Revenue 

.507.99 


465.82 

426.91 

402.04 

334.04 

273.50 

255.13 



Capital 

5 50 


6 50 

8.49 

8.99 

8.90 

4.10 

3 24 



Plan 

2.50.00 


185 90 

182.-50 

186.00 

147 97 

113.48 

107.71 

96.59 


Revenue 

224.50 


179 40 

174 01 

177.01 

139.07 

109.38 

104.47 



Capital 

5 50 


6 50 

8.49 

8 99 

8.90 

4.10 

3.24 



Non-plan (R) 

28.5.49 


284 42 

252 90 

225.05 

194.97 

164.12 

150.66 

142.58 

12 Biotechnology 

Total 

115.87 

(13.7) 

91.87 

88 14 (8 1) 

96.52 

88 10 

77 97 

66.66 

59.65 


Revenue 

108.56 


87.37 

88 14 

96.52 

82.10 

77.97 

66.46 

.. 


Capital 

5..5I 


4.50 

0 00 

0 00 

6.00 

0.00 

0.20 



Plan 

107.00 


85.12 

81.74 

90 00 

94 95 

75 00 

63.90 

56.74 


Revenue 

101.69 


80.62 

81.74 

90.00 

78,95 

75.00 

63 70 



Capital 

5..51 


4.50 

0.00 

0.00 

6.00 

0.00 

0.20 

.. 


Non-Plan (R 

6.87 


6 75 

6.40 

6.52 

5 15 

2,97 

2 76 

2 91 

1 i Steel 

Total 

.52.74 

( 63 6) 

85 98 

247 14 (-20.6) 

294.37 

422.25 

360.87 

497.97 

783.77 


Revenue 

7.04 


67.77 

5 64 

4.85 

4 28 

4.49 

12.67 



Capital 

25.70 


18 21 

241.50 

289.52 

417 97 

556.38 

485.50 



Plan (C) 

21 .50 


15.20 

229 50 

284..50 

359 00 

289 10 

429 32 

526 62 


Non-plan 

II 24 


72 78 

17.64 

9.87 

63.25 

71,77 

68.65 

257.15 


Revenue 

7.04 


67 77 

5 64 

4 85 

4 28 

4.49 

12.67 

.. 


Capital 

4.20 


5.01 

12.00 

45.02 

58,97 

67,28 

55.98 


IV Intrastmcturc 











1 Civil aviation 

Total 

151.60 

(-4.7; 

97 19 

145.05 (15.5) 

136.70 

178.90 

74,.54 

78.20 

76.85 


Revenue 

90 44 


73.56 

95.64 

120.19 

166 46 

65.17 

51.‘32 



Capital 

41.16 


23.63 

49.41 

16.51 

12 44 

9.37 

26.28 

. 


Plan 

56.74 


24.50 

49.69 

21.57 

12.65 

9.77 

27 30 

5.40 


Revenue 

15 58 


0.87 

0.28 

5 06 

0.21 

0 40 

1.02 



Capital 

41.16 


23 63 

49.41 

16.51 

12 44 

9.37 

26 28 



Non-plan (R) 

74.86 


72.69 

95.36 

115.13 

166.25 

64.77 

50.90 

71.45 

2 Tourism 

Total 

127.61 

(3.5) 

107.18 

119.14 (9.7) 

108.96 

99 36 

94 47 

84.88 

74.84 


Revenue 

107.76 


87.13 

103.95 

93 45 

76.70 

72 44 

61.67 



Capital 

19.85 


20 05 

15.19 

15.51 

22.66 

22.03 

23.21 



Plan 

II0..55 


90 00 

97 87 

89.71 

83.49 

79,07 

71.36 

61.00 


Revenue 

90.50 


69 95 

82.68 

74.20 

60.83 

57 04 

48 IS 



Capital 

19.85 


20 05 

15.19 

15.51 

22.66 

22,03 

23.21 



Non-plan (R) 

17.26 


17.18 

21.27 

19 25 

15.87 

15.40 

13..52 

13.84 

3 Posts 

Total 

1177.50 

(55.4) 

797.25 

487..50 (20.1) 

397.60 

254.40 

209 63 

297 00 

195.00 


Revenue 

II I.5.99 


741.29 

424.62 

531 12 

185 00 

159 36 

255.00 



Capital 

63.51 


55 96 

62.88 

65 88 

49 40 

50.27 

42.00 



Plan 

95.00 


85.00 

85.00 

92.00 

67 17 

66,00 

57.00 

48.00 


Revenue 

24.99 


22 29 

18.62 

18.12 

11.77 

11.13 

12.00 



Capital 

70.01 


62 71 

66 38 

73.88 

55.40 

54 87 

45.00 



Non-plan 

1082.50 


712.25 

402.50 

305.00 

167.23 

143 63 

240,00 

147.00 


Revenue 

1089.00 


719 00 

406 00 

313.00 

173.23 

148.23 

243.00 



Capital 

-6.50 


-6.75 

-3.50 

-8.00 

-6.00 

-4.60 

-3.00 


4 Telecominuni- 

Total (R) 

24.70 


57.26 

47.39 (-6.0) 

40.86 

51 29 


17.00 

64.63 

cation 

Revenue 

21.70 


37.26 








Capital 

3.00 


0.00 








Plan 

8.85 


4.00 








Revenue 

5.85 


4.00 








Capital 

3,00 


0.00 








Non-plan<R) 

15.85 


33.26 







S Information. Tilms 

Total 

692.60 

(9.6) 

661.44 

.576.95 (2.9) 

484.51 

444.40 

428.17 

454.21 

501.17 

publicity and 

Revenue 

613.79 


597.31 

.523.29 

453.39 

403.47 

398.76 

405.83 


broadcasting 

Capital 

78.81 


64.13 

53.66 

31.12 

40.93 

29.41 

48.38 



Plan 

127.60 


116.00 

99.27 

57 98 

63,61 

49.87 

115.69 

178.85 


Revenue 

49.87 


.52.02 

48.61 

27.74 

24,54 

23.22 

71.48 



Capital 

77.73 


63.98 

50.66 

30.24 

.59.07 

26.65 

44.21 



Non-plan 

565.00 


545.44 

477.68 

426 53 

380.79 

378.30 

338.52 

322.32 


Revenue 

563.92 


545.29 

474.68 

425 65 

378 93 

375.54 

334.35 



Capital 

1.08 


0.15 

3.00 

0.88 

1.86 

2.76 

4.17 



(Contd) 
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Table 8. Expenditures of Ministries and Departments of the Government of India (Conrinued) 

(Hi cron) 


Mimitries/Depanmenu 

1 

Expcndflure 

Categories 

2 

1997 98 
Budget 
3 

1996 97 
Revised 
4 

1993 96 
Revised 

5 

I994-9S 

Revised 

6 

1993-94 

Revised 

7 

1992-9J 
Revised 

8 

1991-92 

Revised 

9 

1990-91 

Revised 

10 

6 Non-convenlional Total 

341 88 

(16 8) 284 82 

230 66 

(16 4) 

249 38 

204 27 

128 93 

135 SO 

117 22 

energy resources 

Revenue 

227 13 

169 30 

174 88 


212 20 

194 23 

124 39 

130 S4 



Capital 

114 73 

113 32 

73 78 


37 18 

10 04 

4 56 

4 96 



Plan 

339 1 1 

281 62 

247 86 


246 61 

202 09 

127 38 

133 91 

115 86 


Revenue 

224 40 

166 30 

172 08 


209 43 

192 05 

122 82 

128 95 



Capital 

114 73 

113 32 

73 78 


37 18 

10 04 

4 56 

4 96 



Non plan (R) 2 73 

3 20 

2 80 


2 77 

2 18 

1 57 

1 39 

1 36 

7 Petroleum and 

Total 

3 86 

178 19 

1038 17 


687 10 

269 18 

329 03 

277 28 

241 42 

natural gas 

Revenue 

3 86 

3 79 

3 31 


2 73 

2 79 

2 64 

97 28 



Capital 

0 00 

174 40 

1034 86 


684 33 

266 39 

326 39 

180 00 



Plan (C> 

000 

too 00 

000 


132 27 

266 39 

326 39 

180 00 

130 00 


Revenue 

3 86 

78 19 

1037 17 


354 83 

2 79 

2 64 

97 28 

91 42 


Capital 

3 86 

3 79 

3 31 


2 75 

2 79 

2 64 

97 28 



Non plan 

0 00 

74 40 

1034 86 


332 08 

0 00 

0 00 

0 00 


8 Power 

Total 

2470 03 

(4 8) 2243 34 

2248 29 

( 3 3) 2383 48 

2299 30 

1823 48 

2008 23 

2665 83 


Revenue 

too 80 

138 73 

160 80 


83 S3 

169 41 

192 23 

174 90 



Capilal 

2369 23 

2106 81 

2087 49 


2499 95 

2129 39 

1631 23 

1833 33 



Plan 

2443 34 

2220 64 

2226 61 


2363 23 

2207 17 

1703 37 

1889 23 

2299 46 


Revenue 

7f 31 

113 83 

139 12 


63 30 

77 28 

76 34 

35 90 



Capital 

2369 23 

2106 81 

2087 49 


2499 93 

2129 39 

1631 23 

1833 35 



Non plan (R) 24 49 

24 90 

21 68 


20 23 

92 13 

113 91 

119 00 

366 37 

9 Surface transport 

Total 

3493 90 

(33 1) 2333 22 

1913 66 

(3 8) 

1887 33 

1695 36 

1368 29 

1382 31 

1392 08 


Revenue 

1047 21 

933 30 

843 80 


878 32 

678 89 

334 23 

504 49 



Capilal 

2446 69 

1419 72 

1069 86 


1009 21 

1016 67 

834 06 

878 02 



Plan 

2376 31 

1313 47 

900 00 


930 86 

941 13 

690 68 

722 32 

718 98 


Revenue 

72 03 

47 77 

33 47 


20 13 

72 61 

31 63 

33 36 



Capital 

2304 28 

1263 70 

866 33 


870 71 

868 34 

639 03 

688 66 



Non plan 

1117 39 

1039 73 

1013 66 


936 67 

734 41 

677 61 

660 29 

373 10 


Revenue 

973 18 

883 73 

812 33 


798 17 

606 28 

482 60 

470 93 



Capital 

142 41 

134 02 

203 33 


138 30 

148 13 

195 01 

189 36 


10 Water resources 

7 olal 

1762 21 

(117 6) 932 80 

372 19 

(4 9) 

331 31 

390 42 

320 99 

322 47 

292 82 


Revenue 

423 93 

404 73 

316 36 


292 83 

328 29 

270 30 

266 26 



Capital 

1 336 26 

348 03 

33 83 


38 48 

62 13 

30 49 

36 21 



Plan 

1641 00 

830 80 

264 00 


243 82 

294 36 

216 44 

223 40 

193 53 


Revenue 

309 72 

289 43 

210 13 


196 1 1 

233 77 

173 48 

177 79 



Capital 

1331 28 

341 37 

36 84 


49 71 

60 39 

42 96 

47 61 



Non plan 

121 21 

122 00 

108 19 


103 49 

96 06 

104 33 

97 07 

99 29 


Revenue 

116 23 

113 32 

106 21 


96 72 

94 32 

97 02 

88 47 



Capital 

4 98 

6 68 

1 98 


8 77 

1 54 

7 33 

8 60 


Memo Item 











Accelerated irngatton 











scheme 

Total (P) 

1300 00 

300 00 








11 Atomic energy 

Total 

1836 33 

(16 2) 1647 98 

1339 32 

(5 8) 

1223 33 

1303 33 

1095 20 

960 33 

1023 08 


Revenue 

892 18 

736 10 

336 34 


300 23 

536 91 

449 86 

407 02 



Capital 

944 33 

891 88 

822 78 


723 28 

968 42 

643 34 

533 33 



Plan 

706 20 

643 00 

368 00 


494 86 

737 33 

408 94 

382 38 

497 23 


Revenue 

74 68 

34 90 

33 II 


47 09 

48 87 

46 12 

43 16 



Capital 

631 32 

388 10 

314 89 


447 77 

688 48 

362 82 

338 82 



Non plan 

1130 33 

1004 98 

791 32 


728 67 

767 98 

686 26 

377 97 

327 83 


Revenue 

817 30 

701 20 

483 43 


433 16 

488 04 

403 74 

363 26 



Capital 

312 83 

303 78 

307 89 


275 31 

279 94 

282 32 

214 71 


12 Electronics 

Total 

133 03 

(1 7) 128 77 

147 87 

(6 3) 

136 80 

177 90 

88 30 

121 44 

109 12 


Revenue 

120 60 

112 23 

134 33 


131 38 

127 81 

80 06 

82 95 



Capital 

32 43 

16 34 

13 32 


23 22 

30 09 

8 43 

38 49 



Plan 

133 60 

no 00 

132 00 


140 60 

164 00 

75 00 

108 10 

96 42 


Revenue 

103 13 

93 61 

119 88 


113 38 

113 91 

66 33 

69 61 



Capital 

32 43 

14 39 

13 32 


23 22 

30 09 

8 43 

38 49 



Non plan 

17 43 

18 77 

13 87 


16 20 

13 90 

13 50 

13 34 

12 70 


Revenue 

17 43 

16 62 

14 67 


16 20 

13 90 

13 30 

13 34 



Capital 

0 00 

2 IS 

I 20 


0 00 

0 00 

0 00 

0 00 


13 Ocean 

Total 

103 93 

(33 4) 64 38 

37 79 

(7 9) 

39 00 

36 41 

48 17 

41 37 

39 58 

development 

Revenue 

100 20 

57 63 

30 24 


33 70 

47 73 

40 61 

36 49 



Capital 

3 73 

6 73 

7 33 


3 30 

8 68 

7 36 

4 88 



Plan 

88 10 

43 00 

44 00 


46 00 

43 00 

39 00 

32 27 

31 45 


Revenue 

82 33 

38 23 

36 43 


40 70 

34 32 

31 44 

27 39 



Capital 

3 73 

6 73 

7 35 


3 30 

8 68 

7 56 

4 88 



Non-plan (R) 17 83 

19 38 

13 79 


13 00 

13 41 

9 17 

9 10 

8 13 
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Table 8; Expenditures of Ministries and Departments of the Government of India (Continuedi 

(Rs entn) 

Ministries/Departmems Expendiiure 1997-98 1996-97 1995-96 1994-95 1995-94 1992-93 1991-92 1990-91 

Categories Budget Revised Revised Revised Revised Revised Revised Revised 

1 2 3 4 56789 10 


14 Space 

Total 

1167.60 

(3.1) 

1074.74 

913.00 (18.5) 

774.99 

718.06 

510 00 

482.61 

.391.11 


Revenue 

1025..54 


982.46 

806.07 

661.17 

626.47 

419,02 

419 95 



Capital 

142.06 


92.28 

106.93 

113.82 

91.59 

90.98 

62.66 



Plan 

990.00 


900 00 

750,00 

620 00 

570 35 

367 94 

348.10 

279.50 


Revenue 

847.94 


807 72 

643 07 

506.18 

478 76 

276 96 

285.44 



Capital 

142.06 


92.28 

106.93 

113.82 

91.59 

90 98 

62.66 



Non-plon (R) 177,60 


174 74 

163.00 

154.99 

147.71 

142.06 

134.51 

111.61 

15 Railways 

Total (PC) 

1831.00 


1439 00 

1150 00 

1150.00 

960.00 

1935 00 

1694.00 

1587-00 

V Human resource development 

and culture 








1 Education 

Total 

5231.63 

(19.7) 3729 *5 

.1649 43 (17.9) 2486.52 

2192.26 

1824.17 

1678.98 

1602.10 


Revenue 

5230.82 


3729.33 

3647.91 

2483 15 

2188.89 

1820.80 

1675.53 



Capital 

0.81 


0.52 

1.52 

.3.37 

3 37 

3.37 

3 45 



Plan 

4094.13 


2573.04 

2503.07 

1566.30 

1299.63 

1011.30 

904.98 

937.10 


Revenue 

4093.32 


572 52 

2.502.55 

1.565.78 

1299.11 

1010.78 

904 38 



Capital 

0.81 


0 52 

0.52 

0,52 

0.52 

0.52 

0.60 



Non-plan 

1137 .50 


1156 81 

1146 36 

920.22 

892.63 

812 87 

774.00 

765.(^0 


Revenue 

1137.50 


1 156 81 

1145.36 

917.37 

889 78 

810.02 

771,15 



Capital 

0.00 


UOO 

1.00 

2.85 

2 85 

2.85 

2.85 


Meimi items 











Nutrition support to 











primary education 

Total (P) 

960.00 


800 00 

611 79 

- 

- 

- 

- 

- 

2 Youth affairs and 

Total 

159.33 

(9.6) 

144.32 

132.52 (6.0) 

134.83 

138 42 

113 15 

102.99 

99.06 

sports 

Revenue 

157.48 


141 06 

130 45 

132.40 

1.36 41 

ri 1.14 

101.80 



Capital 

1.85 


3.26 

2 07 

2 43 

3 01 

2 01 

1 19 

.. 


Plan 

125.00 


95 00 

95.00 

94.00 

98.10 

74.00 

64.85 

62.07 


Revenue 

123.15 


93 28 

92.94 

91.58 

96,10 

72.00 

63.67 



Capital 

1.85 


1 72 

2.06 

2.42 

2.00 

2 00 

1 18 



Non-plan 

34.33 


49 32 

37.52 

40.83 

40,32 

.39,15 

38.14 

.36.99 


Revenue 

34.33 


47 78 

37 51 

40.82 

40.31 

39.14 

.38.13 



Capital 

0.00 


I..54 

001 

0.01 

0.01 

0.01 

0 01 

.. 

3 Culture 

Total (R) 

247.90 

(8.3) 

206.23 

211.27 (10.8) 

400.50 

184.51 

127.84 

117 52 

126.67 


Plan (R) 

120.90 


105 76 

123.00 

102.60 

107.50 

56.61 

.54.72 

48.11 


Non-plan 

(R) 127.00 


100 47 

88.27 

297.90 

77.01 

71.23 

62.80 

78.56 

4 Women and child 

Total 

948.10 

(4.5) 

895 07 

868.25 (19.9) 

706.16 

621 99 

550.99 

404.85 

351.09 

development 

Revenue 

948.10 


985.07 

868.25 

706.16 

616.85 

549.99 

403.65 



Capital 

0.00 


0.00 

0.00 

0.00 

5,14 

1.00 

1.00 



Plan 

900.00 


847.07 

821.25 

662.00 

578.77 

511.36 

365.00 

313.10 


Revenue 

900.00 


847 07 

821.25 

662.00 

573.63 

510.36 

364.00 



Capital 

0.00 


0.00 

0.00 

0.00 

5.14 

1.00 

1.00 



Non-plan 

(R) 48.10 


48.00 

47.00 

44.16 

43.22 

39.63 

39 65 

37.99 

5 Labour 

Total (R) 

693.04 

(10.0) 

606.11 

572.37 (14.2) 

317.25 

532.15 

359.63 

364.33 

294.43 


Plan (R) 

177.54 


130.67 

78.04 

94.45 

55 75 

56.46 

67 46 

46.08 


Non-plan 

(R) 515.50 


475 44 

498.33 

422.80 

476.40 

303,17 

296.87 

247.35 

6 Personnel, public 

Total 

134.32 

(14.5) 

131.66 

102.42 (14.9) 

84.91 

79.74 

69 14 

58.65 

51.22 

grievances and 

Revenue 

125.72 


122 53 

92.68 

76.42 

71 26 

61.53 

50.70 

.■ 

pensions 

Capital 

8.60 


9.13 

9.74 

8.49 

8 48 

7 61 

7.95 



Plan 

12.52 


7 70 

8.10 

8 10 

7 81 

6.98 

6.82 

4.40 


Revenue 

11.32 


5 97 

6.10 

5.61 

5 33 

4.73 

3.52 



Capital 

1.20 


1.73 

2.00 

2.49 

2 48 

2.25 

3..30 



Non-plan 

121.80 


12.3 96 

94.32 

76.81 

71.93 

62.16 

51.83 

46.82 


Revenue 

114.40 


116.56 

86.58 

70 81 

65.93 

56.80 

47.18 



Capital 

7.40 


7 40 

7.74 

6 00 

6.00 

5.36 

4.65 

.. 

7 Urban affairs. 

Total 

1559.51 

(13.2) 

1246.08 

1216.70 (13.2) 

12.34 17 

907 29 

738.23 

716.59 

653.62 

employment, and 

Revenue 

892.83 


769 84 

777.83 

763.89 

480.47 

412.06 

438.96 


development 

Capital 

666 68 


476.24 

438.87 

470.28 

426.82 

326.17 

277.63 

.. 


Plan 

875.99 


582.75 

617.97 

507,78 

421.57 

313.16 

35.3.08 

293.88 


Revenue 

400.90 


294.41 

358.02 

221.48 

166.31 

121.23 

170.97 



Capital 

475.09 


288.25 

259.95 

286.30 

255.26 

191,93 

182.11 



Non-plan 

683.52 


663.33 

598.73 

726.39 

485.72 

425.07 

363.51 

359.74 


Revenue 

491.93 


475.43 

419.81 

542.41 

314.16 

290.83 

267.99 



Capital 

191.59 


187 90 

178.92 

183.98 

171.56 

134.24 

95.52 
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Table 8: Expenditures of Ministries and Departments of the Government of India (Continued) 

(R* cmre) 


Ministries/Departmenls Expenditure 
Categories 

1 2 

1997-98 

Budget 

3 

1996-97 

Revised 

4 

1995-96 

Revised 

5 

1994-95 

Revised 

6 

1993-94 

Revised 

7 

1992-93 

Revised 

8 

1991-92 

Revised 

9 

1990-91 

Revised 

10 

8 Welfare Total 

1840.20 (40.8) 

13.39.93 

927.77 (18 8) 

839.92 

681.34 

559.00 

507.13 

392.43 

Revenue 

IS46.78 

1152.26 

742.10 

658..34 

624.43 

514.97 

466.96 


Capital 

293.42 

187.67 

185.67 

181.58 

66.91 

44,03 

40.17 


Plan 

1794.00 

1295.00 

890.00 

80.3.77 

661.00 

5.30.00 

477.75 

365.50 

Revenue 

1500.99 

1107.74 

704.74 

622.60 

594.50 

486.38 

438.13 


Capital 

293.01 

187.26 

185.26 

181.17 

66.50 

43.62 

39.62 


Non-plan 

46.20 

44.93 

.37.77 

36.15 

30.34 

29.00 

29..38 

26.93 

Revenue 

45.79 

44.52 

37.36 

35.74 

29 9.3 

28.59 

28.83 


Capital 

0.41 

041 

0.41 

0.41 

0.41 

0.41 

0.55 


VI Health and family welfare 

1 Health and Total 

1469.06(17 6) 

1309.66 

1062.23 (17.2) 

993.89 

843.94 

734.15 

525.31 

479.42 

Indian medicine. Revenue 

1447.35 

1287.35 

1064.97 

975.84 

849.53 

7.39.76 

526.21 


homeopathy, etc Capital 

21.71 

22 31 

-2.74 

18.05 

-5..59 

-5.61 

-0.90 


Plan 

932.56 

795.66 

626.50 

585.00 

493.54 

493 15 

271,73 

247.73 

Revenue 

904.18 

766.70 

622.59 

584.30 

492.48 

438.84 

271.53 


Capital 

28.38 

28.96 

3.91 

0.70 

1 06 

0.31 

0.20 


Non-plan 

536..50 

514.00 

425.7.3 

408.89 

350.40 

295.00 

253.58 

2.31.69 

Revenue 

.543.17 

520.65 

442.38 

391.54 

357 05 

.300.92 

2.54 68 


Capital 

-6.67 

-6.65 

-6.65 

17.35 

-6.65 

-5 92 

-1.10 


2 Family welfare Total 

IK4t.gl (10.0) 

1.562 00 

1525.31 (13.9) 

1442.03 

1284.91 

1051.41 

866 60 

794.72 

Revenue 

1843.21 

1560.65 

1525.16 

1441.88 

1284.76 

1051.26 

865 75 


Capital 

1 60 

1.35 

0.15 

0.15 

0 15 

0 15 

0.85 


Plan 

1829.35 

1547.00 

1506.00 

14.30.00 

127.3.57 

1041.00 

855.52 

784.79 

Revenue 

1827.75 

1545.65 

1505.85 

1429 85 

127.3.42 

1040.85 

855 67 


Capital 

1.60 

1.35 

0.15 

0.15 

0 15 

0.15 

0.85 


Non-plan (C) IS 46 

15.00 

19.31 

12.03 

1 1.34 

10 41 

10.08 

9.93 

Vli Economic Affairs and Commerce 

1 Economic affairs Total 2090.02 (-13 8) 243)t.84 

2812.20(6.4) 

4166.57 

3304.01 

2931.38 

2232.70 

2063.17 

Revenue 

11.59.25 

2726.22 

.3035.18 

2224.40 

1602.76 

1418 44 

1089.63 


Capital 

930 77 

-287.38 

-222.98 

1942.17 

1701.25 

1512.94 

1 143 07 


Plan 

648.31 

1203.16 

888.80 

2147.7.3 

1465 79 

618.09 

1087 91 

980.67 

Revenue 

90 30 

94..59 

115.82 

9.3,78 

100.12 

128.88 

139..30 


Capital 

.558.01 

1 108 57 

77.3.28 

2053 95 

1365.67 

489 21 

948.61 


Non-plan 

1441.71 

1235.68 

1923.40 

2018.84 

1838.22 

2.31.3.29 

1 144.79 

1082.50 

Revenue 

1068.95 

26.11.6.3 

2919.66 

21.30.62 

1502 64 

1289.56 

950 33 


Capital 

372 76 

-1.395.95 

-996.26 

-111 78 

335.58 

1023.73 

194 46 


Memii lUnu: 

Setting up of financial 
institutions for 
infrastructure 

development Total (P) 

2 Commerce Total 

1 00 

909.27 (16.7) 

500.00 
806 59 

668.14 (-.30.2) 9.50.50 

947 85 

1585 95 

3141.94 

4046.46 

Revenue 

802.27 

747.45 

592 1 1 

861.80 

902 53 

1045 97 

1969 53 


Capital 

107.00 

59.14 

76 03 

88.70 

45.32 

539.98 

1 172.41 


Plan 

.312.77 

257.80 

198.84 

180.00 

122.71 

77.00 

77 63 

61.08 

Revenue 

206.27 

199.08 

120.34 

91..30 

77.39 

55 02 

55.22 


Capital 

106.50 

58.72 

74..50 

88.70 

45.32 

21.98 

22.41 


Non-plan 

596.50 

.548.79 

473.30 

770..50 

825.14 

1508 95 

3064.31 

3985.38 

Revenue 

596.00 

548.37 

471.77 

770.50 

825.14 

990.95 

1914.31 


Capital 

0.50 

0.42 

1.5.3 

0.00 

0.00 

518.00 

1150.00 


3 Revenue Total 

1650.79 (10.5) 

1522.03 

1351.88 (12 1) 

1138.02 

1041.00 

922.08 

845.15 

763.01 

Revenue 

1328.34 

126.3.54 

1094.14 

981.80 

895.59 

780.46 

677.14 


Capital 

.322.45 

258.49 

257.74 

156.22 

145.41 

141.62 

168 01 


Plan (C) 

1.00 

0..30 

0.69 

0.00 

0.00 

0.00 

0.00 

0.00 

Non-plan 

1649.79 

1521.7.3 

1351.19 

1138.02 

1041.0 

952.08 

845.15 

763.01 

Revenue 

1.327.34 

126.3.24 

109.3.45 

961.80 

895.59 

780.46 

677.14 


Capital 

.322.45 

258.49 

257.74 

1.56.92 

145.41 

141.62 

168.01 


4 Expenditure Total 

6757.77 (109 5) 1913 08 

15.39.14 (43.6) 

1315.99 

1169.20 

999.59 

823.09 

252.19 

Revenue 

67.54.29 

1911.58 

15.39.14 

1314.17 

1 162.44 

995.68 

821.09 


Capital 

.3.48 

1.50 

0 00 

1.82 

6.76 

.3.91 

2.00 


Plan 

1.79 

1.79 

1.9.3 

3.51 

7..50 

4.4.3 

2.48 

1.65 

Revenue 

1.79 

1.79 

1.9.3 

1.69 

0 74 

0.52 

0.48 


Capital 

0.00 

0.00 

0.00 

1.82 

6.76 

.3.91 

2.00 


Non-plan 

6755.98 

1911.29 

15.37.21 

1.312.48 

1 161.70 

995.16 

820.61 

250.54 

Revenue 

Capital 

S Economic affairs -Total (NP) 

6752.50 

.3.48 

84089.75 (10.3) 

1909.79 

I.SO 

7.5092.01 

69087.37 (16.1) 

55538.28 

44442.76 

.39126.36 

35004.26 

32791.00 

centralised Revenue 

provisions (NP) 

72628.75 

64281.015851.3.37 

45728.28 

39312.7634600.80 29391.58 


Capital 

(NP) 

11461.00 

10811.0010574.00 

9810 00 

5130.00 

4525.56 

5612.68 



(Contd) 
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Table 8. Expenditures of Ministries and Departments of the Government of India (Coniinued) 

_ (Ha cnir*;'' 


MinistriesfDepartmenis 

1 

Expenditure 

Categories 

2 

1997-98 

Budget 

3 

1996-97 1995-96 

Revised Revised 

4 5 

1994-95 

Revised 

6 

1993-94 

Revised 

7 

1992-93 

Revised 

8 

1991-92 1990-91 
Revised Revised 

9 10 

Vni Administration and Defence (Defence. Law and Courts. Election Commission. 

Parliament, 

Planning and .Statistics, Prugniinme 


Implementation 

and President’s Secretariat) 







1 Total 

Total 

4716.S.I4 (13.4) 40732.11 36630.57 (11.5) 

.32IM)2.40 

29.312 77 247.34..34 

22121.26 21275 .37 


Administration 

Revenue 

.37431.07 

31648 23 28014.44 

24490.96 

22134 15 

18780.47 

16806 87 



Capital 

97.34.07 

9103,88 8636.1.3 

' 7511.44 

7178.62 

.39.54 37 

5314 39 



Plan 

410.62 

273.81 2.<0.70 

216.29 

184 82 

93,22 

70 81 70.98 



Revenue 

2.37.08 

16.3 .54 182 03 

157.21 

140.34 

82 32 

53 69 



Capital 

1.53,54 

108 27 68 67 

59.08 

44 28 

10.90 

17.12 



Non-plan 

467.54.52 

4()478..3() 36399.87 

.31766.11 

29127.95 24641.62 

22050,45 21204.39 



Revenue 

37173.99 

31482.69 27832.41 

2433.3.75 

21993.61 

18698.15 

16753.18 



Capital 

9580 53 

8995 61 8567.46 

7452..36 

71.34 34 

.5943.47 

5297.27 


whii'li: 









A Defence (civilr 

Total (NP) 

4(M).3 00 (8.2) .390(9.3 .3419.20(12 1) 

294 3..54 

2791.91 

2585 66 

2073.93 19.34.32 



Revenue 









(NP) 

3977.66 

3869.23 3.381.74 

2897.24 

2702 52 

2496.28 

1958..30 



Capital (NP) 27.34 

.34 02 .37 46 

46.30 

89 39 

89.38 

117.43 


B Defence 

Total (NP) 

.3.3620.00 (15.1) 29498 47 26879 00 (11 3) 

23544 00 

2I.3(K)()0 17500.00 

I63.3().(>0 157.50.00 


(services) 

Revenue 









(NP) 

2671.3.00 

2099.3.59 188.3.3 12 

16610.76 

14943.53 

12.361.66 

11467.11 



Capital 









(NP) 

8907.00 

8.304 88 8043.88 

6933 24 

65.36.47 

51.38 .34 

4882.89 


C Home affairs 

Total 

519.3 67 (8.9) 52.59.64 4.379.78 (12 9) 

391 1 60 

.3708 30 

3.333 11 

2701.27 2.392.57 



Revenue 

4628 75 

4806.96 3905 70 

3458.9.3 

3274 78 

289.3 12 

2449.07 



Capital 

564.92 

452 68 474 08 

4,52 67 

43.3 7/ 

6 39.99 

252.20 



Plan 

1.34.86 

92 00 76..56 

52 77 

50.10 

1 1.37 

11.08 8.31 



Revenue 

36 II 

34 00 36 56 

27.77 

25 10 

1 1.57 

11.08 



Capital 

98.75 

38 00 40 00 

25 00 

25.00 

0.00 

0.00 



Non-plan 

.50.58.81 

5167 64 4.303.22 

3838 83 

3658 40 

3521 54 

2690 19 2384.26 



Revenue 

4502.64 

4772 96 .3869 14 

3431 16 

3X9 68 

2881 55 

2437.99 



Citpilal 

466 17 

394.68 434 08 

427 67 

408 72 

639 99 

252.20 

IX 

Central Ministries Total 

204978.92 (12 

3) 176641 94 162434 49(11.8)140814 03 1 

21.338 3210614.3.16 

96591.26 92984.55 


Uepartments' 

Revenue 

170922 38 

146374 13132890.49 

II1122 60 

98323.93 8.3012.12 

74893.36 


Total (1 to VIII) 

Capital 

.34056.54 

30267 81 29544 00 

29691.43 

23014 39 21133 04 

21697 90 



Plan 

.36130.34 (II 9) 30103 60 28830 14 (10 4) 

27933,58 

2.3012 22 

19634 23 

17670.61 17593.61 



Revenue 

2554.3.11 

20633 45 20512.51 

17795.83 

13829.51 

11791,49 

9.342 79 



Capital 

10585.23 

9470 15 8317 83 

10137 75 

9182 71 

7842 74 

8327.82 



Non plan i I6KK48.S8 (12 

4) 146.338 .3413.3604.3.3(12.1) 1 12880 45 

96526.30 86510 93 

78920.65 75390.94 



Revenue 

145377.27 

125740 68112378 18 

93326 77 

82694 42 73220.63 

655.50 57 



C.'ipiial 

23471.31 

20797.66 21226 17 

19553.68 

1.3831.88 

13290 30 

13370.08 

X 

State Plans (inci NEC) Total 

25884 .50 (16.5) 23994 09 19070.70 (10.9) 

20134.34 

20012.93 16063 28 

14166.03 11354.02 



Revenue 

11700.06 

11414 68 962.3.20 

11)930.74 

10261.72 

8299.06 

7194.93 



Capital 

14184.44 

12579 9445.50 

9203 60 

9751 21 

7764 22 

6971.10 

XI 

Union Territories 

Total 

1617.85 (3.9) 1661.50 1499.07 (-8.8) 

1323.97 

2320 37 

2517.60 

2.344.80 2378.49 



Revenue 

1091.11 

1199 29 1005 91 

848 42 

1437 98 

1668.41 

1.541,39 



Capital 

526.74 

462 21 493.16 

475 5.3 

822.39 

K4V.I9 

803 41 



Plan 

837.51 

796.29 782.81 

692.79 

1001 42 

1275.28 

1195.58 1008.32 



Revenue 

308.92 

315 99 284.88 

210 40 

26 3 10 

427 33 

.395.94 



Capital 

528.59 

480 30 497.93 

482 39 

7.38.32 

847.95 

799 64 



Non-plan 

780.34 

865.21 716,26 

6.31 18 

1318 93 

1242..34 

1149.22 13/0.27 



Revenue 

782.19 

883.30 721.03 

638.02 

11/4 88 

1241.08 

1145.45 



Capital 

-1.85 

-18.09 -4 77 

-6,84 

144.07 

1.24 

3 77 

Xn Grand Total 

Total 

232481.27 (12 7)202297 53183004.26(11 4)162272 34 143871 82124726.0411.3)02.09106717.06 


(IX to XI) 

Revenue 

183713.55 

158988.1014.3521.60 

(22901 76 110223 63 94979.59 

83629 68 



Capital 

48767.72 

43.309.43 39482 66 

39370.58 

33648 19 29746.45 

29472.41 



Plan 

628.32.35 (13.6) 54893 98 48683.63 (10 2) 

48760 71 

46026 57 36972,79 

33032 22 29955.85 



Revenue 

37554.09 

32.364.12 30422.39 

289.36.97 

26.3.34.22 20517.88 

16933.66 



Capital 

25298.26 

22529.86 18261.26 

19823 74 

19672.24 16454 91 

16098.56 



Non-plan 

169628.92 (12 

,41 147403.55134320.61 (11.8) 113311.6.3 

97845 25 87751.25 

80069.87 76761.21 



Revenue 

146139.46 

120623.98113099.21 

9.3964.79 

83869 .30 74461.71 

66696.02 



Capinl 

23469.46 

20779.57 21221.40 

19.346.84 

1.3975.95 13291.54 

13373,85 


Nous: I nguKS in bracket under col 3 icprescni annuni growth rate in per cent over col 5 and the same in col 5 represents annual average 
compound growth rate over col 10. 

2 Alphabets under col 2 mean the following; (R) - revenue account, (C) - capital account. (NP) - non-Plan, and (P) - Plan. 

These short-cuts arc used to indicate that only one of the two heads, either levenuc account (R) or capital account (C) is relevant for 
the specified sector; similarly, either non-plan (NP) or plan (P) expenditure alone is prevalent. 
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Table 9: Social, &nployiiient and Poverty AUeviation Programmes 



1997 98 

1996 97 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 



Budget 

Revised 

Budget 

Revised 

Revised 

Revised 

Revised 

Revised 

Revised 

1 

Civil supplies 

77 

99 

99 

149 

41 

18 

18 

8 

11 

2 

Ecology and environment 

378 

321 

291 

173 

193 

197 

135 

IIS 

114 


Prevention and control of pollution 

207 

223 

176 

99 

78 

111 

86 

74 

80 

1 

Social secunty and welfare (insurance) 

26 

27 

29 

28 

32 

29 

22 

23 

18 

4 

Food 

7693 

6234 

6031 

5667 

5322 

3434 

2967 

3004 

2641 


Fbod subsidy 

7300 

6066 

5884 

5300 

5100 

3200 

2800 

2850 

2450 

3 

Health 

1412 

1263 

1245 

1021 

994 

844 

734 

523 

479 


Public health 

613 

536 

538 

430 

432 

347 

292 

179 

165 


Hospital and dispensaries 

131 

138 

128 

87 

81 

73 

70 

48 

40 


Medical education 

392 

347 

328 


294 

261 

239 

180 

172 


Prevention of food'adulteration 

9 

2 

2 

1 

1 

1 

2 

1 

1 

6 

Family welfare 

1843 

1362 

1330 

1525 

1442 

1283 

1031 

867 

793 


Rural family 

460 

330 

350 

330 

317 

331 

302 

209 

207 


Urban family 

50 

33 

33 

33 

28 

28 

28 

17 

17 


Maternal and child health 

450 

333 

350 

280 

152 

123 

95 

100 

87 

7 

Education 

3232 

3730 

4480 

3649 

2493 

2192 

1824 

1734 

1632 


General education 

4340 

3175 

3982 

3123 

2020 

1781 

1467 

1346 

1275 


Elementary education 

2343 

1368 

2263 

1444 

512 

444 

340 

268 

224 


Operation black board 

304 

279 

279 

268 

213 

179 

173 

170 

142 


Nun formal cducaiion 

323 

138 

138 

134 

131 

110 

80 

48 

42 


District primary education 

631 

184 

239 

231 

40 

40 

- 




Nutrition support 

960 

800 

1400 

612 


- 

- 

- 



Secondary education 

684 

709 

713 

728 

602 

361 

436 

424 

388 


Navodaya vidyalayas 

220 

254 

237 

226 

202 

181 

138 

121 

97 


Vocationalisation of education 

60 

32 

82 

82 

88 

83 

79 

63 

70 


Adult education 

130 

113 

227 

173 

213 

170 

114 

111 

137 


Technical education 

678 

342 

486 

312 

464 

401 

342 

319 

313 

8 

Women and child development 

948 

893 

895 

868 

706 

622 

331 

403 

331 


Child welfare 

783 

730 

730 

717 

584 

340 

437 

324 

'>83 


Integrated child development services 

734 

682 

682 

669 

337 

47 3 

401 

293 

235 


Women's welfare 

136 

136 

136 

142 

114 

73 

112 

79 

64 


Nutrition 

6 

6 

6 

6 

3 

3 

- 

- 

- 

9 

Rural development 

9023 

7797 

8653 

8268 

7337 

3620 

3613 

3021 

2988 


Rural employment and poverty alleviation* 

6807 

3977 

6437 

6434 


- 





Water supply 

1303 

1096 

nil 

nil 

81 1 

739 

461 

639 

404 


Rural sanitation 

100 

60 

60 

60 

60 

32 

20 

4 

18 


Rural employment 

4048 

3493 

3835 

4771 

4673 

3906 

2346 

1823 

2001 


Jawahor Rozgar Yojana 

2078 

1633 

1863 

2933 

3333 

3 306 

2346 

1823 

2001 


Integrated rural development 

371 

390 

600 

640 

623 

617 

176 

336 

136 


Training of rural youth for self employment 39 

14 

14 

14 

9 

8 

8 

4 

7 


Drought prone areas programme 

113 

no 

123 

123 

83 

77 

31 

•'I 

46 


Million Wells Scheme $ 

448 

388 

448 

211 



- 




Development of rural women and children 

63 

65 

65 

63 

31 

21 

13 

12 

10 


Rural housing 

1190 

1194 

1 194 

492 

23 

10 

3 

- 



Indira Awaas Yoiona S 

1190 

1 194 

1194 

492 

~ 


- 

- 


10 Urban development 

1030 

738 

808 

767 

634 

349 

443 

450 

418 


Urban employment and poverty alleviation** 

239 

187 

237 

- 

- 


- 

- 

- 


Water supply and sewerage 

38 

33 

30 

30 

44 

41 

23 

33 

23 


Infrastructure 

81 

61 

84 

84 

75 




- 


Nehru Rozgar Yojana 

PM s integrated uiban poverty erradication 

80 

30 

71 

68 

70 

73 

71 

102 

110 


programme 

88 

71 

100 

100 

- 

- 

- 


- 

11 

1 Welfare ot SCVST 

1840 

1340 

1341 

1333 

1190 

1061 

849 

777 

643 


Welfare of scheduled caste 

362 

337 

337 

333 

472 

478 

383 

333 

297 


Welfare of scheduled Inbe 

498 

490 

490 

403 

409 

418 

327 

303 

276 


Welfare of handicapped children 

90 

39 

59 

33 

34 

33 

49 

41 

39 


Social security and svelfare 

393 

102 

104 

94 

91 

89 

83 

70 

64 

All social services employment and poverty 

29304 

24028 

23442 

23448 

20408 

17831 

12209 

10929 

I0II2 


alleviation programmes 

(2 07J 

[1 931 

[2 04) 

[2 13) 

[2 14] 

[2 20] 

[1 73) 

[1 771 

(1 89) 



(12 69) 

(II 88) 

(12 43) 

(12 81 

(12 38) 

(12 41) 

(9 79) 

(9 66) 

(9 48) 


* Since (he data on rural employment and poverty alleviation appear a& separate figures in 1997 98 budget papers data pnor to that are not 
available 

** Since the data on urban employment and poverty alleviation appear as separate figures in 1997-98 budget papers data pnor to that are not 
available 

$ Pnor la 1993-% data on Million Wells Scheme and Indira Awaas Yojana are included in lawhar Rorgar Yojana 
Data in square brackets represent percentages to GDP at current market pnees 
Data in round bnekets represent percentages to total expenditure 
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The real reason behind our growth. 



At Reliance, human resources nianai’cmeni is .alk-d Inlia|)rciicuishi(i Manii|;ciiien! We hrlicsi 
Ihal <inl> pcnplc make companies pjois anJ llns M-.ion (luiitcs mil people philosoptis 

The vision to encourape bip dreams Ihe vision to cmpowei om people 1 In vision lo iiiiiiiiii 
ownei managers 

This vision IS what powers oiii 14,.'’‘'i) people .11)1)0 ol whom consiiiuir siieniilii and lei hmcal 
manpower lo make Reliance the largest Indian private senior coinpanv lotav Ihcv ar'- out real 
assets and we are proud of them 


Reliance 

Industries Limited 

Where growth is a way of life. 


' \ istos 


Primed by Krishna R.i| .it Modern Arts and Industries, I SI. .\ /. Induslnal l.si.ite. f i.uip.ilr.io Kiidain M.irp, l.owei P.iiel, Murnbiii 41)0 013 
<ind published by him lor Samecksha Trust rrom Hilkaii House 2K.|. Shiihid Bhagat.sinph Road. Mumhai-4(K) (K)l 
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Ll()>(ls I inaiUT 

E stablished in Av*gust 1985 
Lloyds Finance Ltd is one 
o( the leading Non Banking 
Finance Companies (NBFCs) in 
India It has a diversified product 
profile for tho individual investor 
as well as corporate clients 
Lloyds Finance offers lease and 
hire purchase corporate finance 
merchant banking investment 
banking and proiect advisoiy 
services It is a linannal 
supermarKet 

Lloyds Finance caters to 
nearly a quarter million clients 
Since 1991 9? the yr ar 
economic reforms weir 
hunched in Indi.i il tot tl 
income hits grown 11 timec 
profit aftei t ix (fW) ^ u tunes tnd 
deposits 98 times Dunng the 
imc period deposits ft tvi* 
Tiiishroomed from Rs % million 
to Rs 1549 4 million In 1990 
91 only 3 500 p<-ople liehl 
deposits in Lloyds Fin tin t By 
1995 9() this tiquie h td swellr d 
to .*0J MO 

This AAA rated company ha , 
een Its isset base incr'^ asc from 
R 170 million to Rs 10 100 
million ovc r the last tivr years It 
tl IS a capital ack'gu icy of ’ ’ 
as against the 8 (iie-^t iihed by 
the Reserve Bank of Indi.i (RBh 
lndi<i s I ential bank It has on it ^ 
books only 0 41 non 
(lerfoiming assets (NI’A) In the 
lecent past the t ompany 
focused on sttcngthcning luk 
assessment and remedial 
rntnagiment ind this has 
resulted in efficient iei.oi\.able& 
management 

1 he RBI h ts given I loyd'- 
f nance fuH discietion in raising 
deposits and det idinq inteiest 
rates The Company is now 
dive sifyinq into a ‘ot 
managemr nt mfrasfructuie 
financing and general 
insurance With oMices m 
Mauritius Hong Kong amt Dubai 
mote will be hoard from Lloyds 
Finance m the coming years 



Uoyds Finance 

A TOWERING 

the 


Lloyds Finance stands tall in the world of finance. With 
incredibly credible credentials, strong fundamentals And 
performance par excellence 

CapKai Adequacy • 18.30% 
by CARE 

Deposit Base ■ Rs. 670 croFea^^^' 

Asset Bm - Rs. 1,600 
croraa"" 

NittMnth > Rs. 251 crorea 
JpIPiaOrk of 65 offices 
^nationwide 

■Xf 

5,00,000 ciients - corporat'^« 


and investors. 


A Financial Supermark^ 


in the true sense 


v' Asset Finance 


investme 


✓ Pr 


/ Corpo^^Finance J 

/ Hoosii^^hance t 

^ CohsuiWFlnance i 



WfSl 


Fate SI 


1 ! 























